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result of the war, Can it b. possibly said that the losses in gold ﬁ\- notified
by the Polish Government to the Cormission are gmly “alleged® losses? Is it
possible te questicn even for a mcment that Foland has not suffered those
lonnn? G‘mitbouid that cur claim ooncerning these losses has not the full
hold.ngot faocta? Is there snycne who can doubt? I believe there is no doubt.
Indeed thoro ars faocts and doouments and history itself whieh lupp]; full evidenoe
of the ¢case, Even more, let me quoto some of the doouments of the United Natioms
published during and aﬁorﬂum, vhich bear evidence of these and similar
losses suffered by countries under ocoupaticn, and Foland was undoutted in the
_forefront of thoss countries uhich suffered ocoupaticnm, -
! / s m Janusry 5, 1943 the United Nations publizhed a doularauon
/ oy asmltmmny in Paris and Londen, Washington and Moseov, which used the following
i_ " wordingi- "The systematic spoliation of cceupied or controlled territory has
o followed immediately upon each fresh aggression. This has takemn every sert of
/" form and it has extended to every sort of form and it has extended to every
W sort of property, from works of art to stocks of commodities, !:'an. tullion end
W bank notes to stocks and shares in business snd financial wdertakings,® The
1\ same declaraticn said also scmetiing clse. It said that the objest of those
i acts has alvays been the ssme: "“to seize everything of value that can be put
to the aggressor's profit and then to bring the whole escncmy of the subjugated
comntries under control 8o that they must slave to enrich and strenjthen their
/! oppressors®s These points were supplemented by the d.chnum issusd on
February 22, 1944 which states that “one of the particular methods of dis-
posuuicmmctiudbytbchﬁnm-hnb«nthomogduuuﬂormgo
emounts of gold belonging to the nations they have oceupied and plmdered®,
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The hideous or:lliunw of these desds has been corroborated by the
judguent of the Nurenberg Tribunal, We resd in it that as & result of Gosring's
crder of Cotober 19, 1939, an order whinh nentions partioularly Foland as & terri-
tory of speelal plunder - I quote = "Agricultural produsts, rew meterials necessery
for German factories, tcols, transport equipment, other finished products and
oven foreign currensy and the stocks of forsign values have been seised and
sent tc Gexmsny. These goods have been seised 4n a nammer cut ef amy proporticn
to the eccnomic pessibdlities of these ccuntries and as a result berought hunger,
inflation and a gigantie black market”, These problems have alse been dealt with
wmamumotmummmm.mmm,.amgm
1“Wmhthhmmuummb-nt.

The brutel reality spoke threugh the words of regulations, orders and
instructicns of the Hitlerite cccupanty the order of the Chief of the Civil
Andnistration st the Mlitary E.Q. in Krakew of Septenber 14 1939, whdch fntrom
duced the duty to deliver to the Bank all foreign exehange and gold both in bars
and goinsj the order of the Chief of the Givil Adwinistretion in Posnan, the
famed Grediser of September 14 1939 whish provided fer the delivery of curreney,
foreign exchange snd gold within ten days « the crder gave permission for the
mﬂﬁmhrﬂnh%»mvmmm%m_mﬁnm&vto
cover 1iving expenses for ene wesk enlyj the regulations of October 7 1939 which
provided for the duty to deliver gold frem occupied Poland to the sowoalled
Redshskreditkasseny further regulations ordering the seisurs cf gold ocins,
pure and melted gold, the foreills cpening of safes in banks and other institutions
and the mass confiscation of everything found in them, Yet the ploturs would
not be fully painted if I would not say that more than lsgislative agta, more
striking then all do,cunﬁt-, wers the facts, the facts of an cocowpation whieh
surpassed all hufan imagination,surpaseed the fantesies of leigisiators snd men
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of lxw, We know from those who have lived in Foland in the days of the ceoupatin
that all this and even more happened than the plunder of Nasi legislation, The
world knous it too., The world kmows it throud:_ doeumentary evidenoe produced at
the Furemberg Trials, thrcugh reports of Hitler's henchmen themsslves; as for

| mimﬁdthurepeﬂdfﬂpw,mwMOtdm&hﬁm&
district, through depositions of witnesses in the meny trisls of war eriminals,

‘ ﬂu'qmt.imll vant to put is, is there any need for me to reproduce

a1l this before you and to reeall the memory of thoss facts? Is it not established
faot that all the ccoupied territories suffered losses in the var, and that
Poland not cnly lost about 40X of her national wealth but suffered the greatest
losses in Inman beings killed and tortured? Iqltmwtgnunmhtm
ve vere the vistims of the most brutal exploitation and destructive activities of
the aexy? Thess fasts lay at the very basis of all sts passed by the Uuited
Nations) from them sprang the need ana necessity for rutituuon. snd ocmpensation.
i Delegate-of the Folish Government I think %o be fully entitled to put forward
the questicn, can there still be imposed on us the duty oF ‘chligation to produes
evidence that we have suffered losses, tremendous losses? The lgéting of guld
from Foland is of course a small part of the whole story. In the light of the
punmm,hth.umozmmmﬁmonwmum. in the 1ight of
the Yalts and Fotsdam Agremant, there is no nesd for Poland to produss evidense
that she has Mfudhuuuarunltntlmmgothwpn. Both declarations
start with the presumption that the cesupant countries - that they accepted the
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mieprnlwﬁwthtgonmhohdudmvdwm they stress the
rmofhoﬁng#noamdtuﬂtoﬁu mmﬂmwﬂummm‘
mmut’mummmmmum»-amm h.tnetd
mthamitdl;umomd&mumotthommxnm The warious
dosunents issusd by the United Hations accept with certalnty the fact of lootingy
it hag thersfore sequired the ].-ncnt of notoriety. Thess dosuments have thus
Mtdumm-mwmumdmmwmﬂmﬁu{

In the case cf Nasi Germany we find much styonger evidenae of pre-
surption of looting, tut we find it also in other doouments, for instance, in
the peace treaty with Italy. Artiale 75, mnonvo:th-m&uw with
Italy sayms mmﬂnozmth;tth_mmmmtmvdwfm.
or duress shall rest on the Italimn Government®. It goes without siing that if
this pﬂncip_lc found its expression in the treaty with Italy, the more it should
be fully applied in the case of Kaxi Germany.

Raving said that I wish ic proceed with the further views of the case.
3o SHAIRMAR.

May 1 just interrupt you for a moment, Ithiakwhumto:partl
where the translator can trsnslate without interfering, |
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mnumomwmamuhb.mmdmm-um.mmnm
logislativo acte 1:3:1«1 in Oceupied Germany, To tu, first ot -11, the desision
of the Allied Contrel Gounedl of Japuary o ﬁé:“ zﬁlltuv w:n';“H
Regulation, United Stntel, of the 15th Ap 19463 and m m-:lm Law Ho. 59V

R ———————————— —

wbich emmoraten mta ot cnnnsmtimk and t.lun qmliﬁ.u as oontimﬁm by
Governmental acts, inter alliaj sequestration, confiseation, forfeiturs by crder
cr operaticn of law, and transfer by order of the State or Trustee appointed Yty
the State.

This leads me to the first submission of the case I am presenting to you,
to wits the questicn of prineiple es to whether Foland has suffered losses
through looting and wrongful removal of gold to Germany, requires no proof on cur
part, being an established fact, But, we have to give evidence on top of this,
tut we have fmt based curselves fully cn the basiey and I should say, scmparative
presum;ticn of the losses. We have every reascn to balieve that the evidemce we
have sulmitted reinforces cur case, so that it would e Wd as fully proven.

Having said eo mush on this particular aspect of the problem, while resting
really on the threshold of the issus itself, I might explain the reascns for doing
80s Although cnly five years have elapsed since the ciminal war vas brought to an
end, these facts have very frequently bemn forgotten. The damage and suffering
seened to Lave disappeared fyom the eyes and minds and thoughts of meny = many
thoughts wander in different direstions, and that is why I would 1ike you to bear
in nind that I ccme here frcm cne of the most devastated cities cof Furcps, from
one of the most ravaged capitals of Eurcpe — a capital which has beem re-built
through the superhuman effort of the whole Natien, and whieh is growing im our eyes,
but where ruins and ashes did not ceage to speek to us with memories cf the yeers
we have gone through of the cecupation. These th:lngs » of courss, should not be taken
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sentimentally, but they are essentia), as they are 1inked with factsj because
they are the backgrounﬂ of the factas we are disguaaing teday, Thew)re the back=
ground of the whole ploture., ¥e have suffered losses other than gold, but we
have suffered Josses in gold teo, Thia fact remains undeniabje and undisputabie,
Therefore, _J_I~go back to the semtence I started with, that we have been struck by
the word “Aﬂegod?‘ whon reference was ma.de to owr losses, _

E'hs figure of 138,738,5309 kgas, of gold is but a amell part of the tota]l 108s
in geld infyicted upon us, In these cireumatancés, we maintain and insist that tha‘
probiem of yhether we suffered 1osses is beyond discussion, The discussion can
affect only the question of hiow much, Thare is no quostlon of_if} there is a
question of the gmount of the f.igure, but there can be no question of principle,

Thus, I W that baving clarified the preliminary question, I can arrive at
the first consjusionse ) B

1) that gold was 1ooted from the Territory of Pojand and wrongfully removed

to Germanys B _

2) that it has been Yooted and z:amoved by Hitterite Germanyj
and therefore, the two constitusnt elements of the definition as adopted by Part
IIT of the Paris Reparations Agreement, are fu1fljied. Both elements come within
the mrovincs of the definition of Part III, to whiech you, ir, Chairman, made refer=
ence at the bgginning of our meeting,

Having cilarified the i‘irst”question: I proceed néw to the next, H:_wing stated
the undeniable fact, in prinelpje, that '1oases have been suffered by Poland and
that there is no question of if, but omy the question of how meh, I put forward
the next question, -
w‘l The right of Nations which snffereé losees in the Jast war - the right

to claim satisfaction through restitution of jeoted property, has been egtabtished

more than once, In the same way as it is the duty of other nations to help and to
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asaist the v:l.cti__u of Hitreris aggruunian: Some declaration I refwrred to sar ier
of 5th Jamuary, 1943, amounces the unyieding deternination of the United Nations
u?mtwmmm.mwmmwmmwsw@s.
It 1aid dowm that these naadeadg'_of the enemy, regardtess of tholr ferm, wi1l not
be recognised, Ehn’a they are mm and_foid, and addass "It is obviousyy impossitne
to define exactly the action which will be required %o be taken when vietory has
hoonwnnndthnwcupn‘u.ongremtml ofromignmltwytwthcmwmmn
brought to an end®, The declaration of 1943 provided the machinery far restitutiong
it fmahndaud”uuoh action, without specifying and_doﬁnim precissty its shaps or
contoixt. At a 1m~stag¢ of the war and immediatety upon the termination af
hostilitics, principtres of restitution were embodisd in various imternationa)
domn‘f:_-a. Deciaration of Felwuary 22, 1944, was based on the pame gﬁ.’rxcip‘taa! but
:!.tuia sirealy more concrete and categorised that any t:fansfar of titre to the Yootel
go1d uhie!_;_th}:h Fowers may hsva:i‘facted in neutray countries, h to be cone
sidered 31‘!.‘&1. % is worth n;m_'ling that at the tims of the mb'v_mtion_.of
that Declaration of Felwuary 2%, 194, it was estimated that Naxt Germany gord
stock at the beginning of the var sncunted to 50 m11ion pounds, incTuding the
go1d 100ted from ustria and Czechostovakia, white she was at the sanms time
contimuing %o make international transactions covering maniford bigger amounts,
and therefore, it was obvious, as stated on the occasion, that she has made
payzents ot othu' sountries with ge1d yooted from cecupled tmitor:hl. )
The Final Act of the Conference of Eretton Voods, of Juxy 22, 1944, malkes atso
clear refarence te the need of safeguarding property and goid 1ooted and eXpIrom
prdiated from ocoupled territories, with a viuw to retwrning it to its rightfu
mu'n. Tbo smuutabviahadbythe!utamd%tmmnm,mﬁinsuahu
tary md is concerned, this question was desit with by Part III of the Paris

'\gtan&mnwation. There, we find the exact formila = ™ are 80
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FAMILIAR WITH "al1 monetary gold found in Germany by the A11ied Armiss and the
gold recovered from third countries, shall be distributed by way ef restitution to .
the sountries where it was looted from, or where it was 11legally removed from",
This feature of restitution was also stressed, as you will know, in Resolution
No. 1, attached to Part III of the Pari.s Agreement on Reparaticn, bearing the
signatures of ten Governments, inter a:[,ia_af the French Government, who is
represented on the Commission, This resolution pronounces tha_fight and duty
of res*fitution. The same 1ine is also being £911owod by the A1 ilj.edﬁontu'ol
Councll, The decision I make reference to eariler of Janusxy 21, 1946, speci~
fiolally invokes the United Nations Dectaration of Jamary 5, 1943, and places
the problem of compensation for damages and 1osses incurred by the Occupled
countries dwring the war, on the very sanme basis,
) The ‘mstructions of Aprdy 15, 1946, issued to imp'! ement the deeision,
lays down that a)1 property seized by force, 130 1t by looting, theft or other
meang, 1s to be returned and restored, regardless of whether it was 80 seized
on instructions from Nazl Authorige-a, or arbitrary a.ctiag hw_oﬁ'ieiaaa of
the occupation adm}.nistrntion: A11 t.l_mse Acts pronounce @feariy and without
any ambiguity, the eategorical prinepie of restitution, which is of restoring
looted property md I think there is no need_to_atress that regfitution is
not indeed a new legal notion, Its essantia} etement, as we all know, s
accepted by all legel instruments of ths worid = m__minveatment of rights to
those who were deprived of them in dcﬁimm of the 1'53. _Tha very reasocn of
rastiﬁution is, on the one hand, refusal to sanction lavlessuness and force, to
maintain the prineipte of 1aw and noi_'. to have the criminal prggitz from this
activity, and on the other, the absojute right of 'fho mr_xgﬁny dispossessed
to claim the return of his property and have his ¢laim fully recegnised,

Restitution is, therefore, one of the basic commands of taw. It is the
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guarantee that erime should not pey. Thers is afso an internationsl practies
where this prineiple has found ful epplication, It was stated, for instancs,
by the Permanent Court of Arbitration in the Nerwegian Shipping Claim of 8
1922, “that proper satisfaction means restitutlon to the status quo", Violation
of the objigation of_j_a,w require by their very nature appropriate sanction,
‘I’hegbasie a.cti.on of taw 18 to resfbore._the state which existed pricr to the
violation of jaw, (_)ﬁher action is only applied and sought for, if restitution
has beeem impossible, This prineciple has fgund confirmation in many intere
nafiom agreements and documents, In actuas] circumstances, we find, therefors,
full ;iust.if’il__cation for the thesls that the i‘.u],}eat nompﬁnfation for thn; damages
incirred By the occupled countries as the result of Nazl jooting, shousd

appty tr those "o were its vieting, In the first instance, it shoutd be
restituted, But Yet us move a step further in order to study that in many
e,s.mmsmgaa, regtitution of identified goods and objects, in other words,

what was classically celied the ®restitutio in mm“, becomes impossibie,

In many cases, the objects in question cannot be traced, or underwent guch
radical changes, that their identification Efeates gerious and somtdms une
surmountabie difficE‘v_ ties, THence, the sgeat!,led "Reatitx_rhinn by rspiaeemcnt".__
It found, as you well know, itaﬁmgtiea]_ application airesdy after wa Tor1d
Var, but more generally in the legal instruments after the Second Toryd War.

The Ayiied Controi Counciy in Ger_r?a.ny, in impyementing the Deelaration of
January 5, 1943, goes beyond the formal definition of restitution, by its
resolution of Jamuary 21, 1946, provides for a special restitution procedure
for “%tema subject to replacement”, The prineipie of restitution ‘tq replacsuent
bas also been apptied in Peace Treaties alreaﬂ;! conciuded after Werid Var Two,
Ve have it again in the Pleace Treaty with Italy, which says that %if, in
particutar cases, it 1s impossibie for Italy to make restitution of objects

of artistie, histérie or archas)ogical value, belonging to the cuitural herltage
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of the Uni‘t.ad~Nations from whose territory such c_:bj ec‘bs_wera f:mvod by force or
duress by Italian Forces, authorities or nationais, Italy shaly transrar_ to ths _
Unit.ed Nation concerned objects of the same kiixd as, and of appreximate]y equivajent
value toz the objects removed®, This is Artiele 75, para. 9 of the Peace Treaty
with Italy,

But, to sum up this part of my exmana.tionl it is ctlear that this prineipie
has been adopted in comneotion with monetary goid. It is ciear that this 3.5 what
is meant 'by-_para. A of Part III of the _I_’gria Reperation Agreement, that “a)1
monetary gold gound mhgarmany___bv the A11led Forces, and that referred to in
paragraph G below, shall be polled for restitution, as restitution among the
eox_mtries parfieipating in the pool, in prgportion to their respective 1csses of -
gold through jooting or byﬂurgngiﬂ removal to Germany®, B \

What are the essentis] elements of this Articie? Firstiy, a pool Ea beling
created Eithoarb regard being paid to the idon}i’hy of E“he means, Seecondly, ocubt of
this pool, the pro rata satisfaction of thf claims wiy) be made., Here agg.in, we
have the bgsie memfption I have made earlier in my intervention that goid has
been removed from Poisnd, There is no need to identify the gold found in Germany
or feeovared from third Statesy there is no duty to offer any evidence in the
figld of identification on the part of the -countrigs claiming the restoration of
gold; there is no need to do mvth:!:x_g in this fie1d, The more so, if one
considers that in relation to the gold coins mentioned in the same paragraph of
Paxrt III, Thgse are to be returned in specls. Therefore, to sum up, we are faced
here with a clear concurrence of two procedures s |

(a) Gold coins of numismatic or historic vajue ere being returned in case

of_‘reoovn'y in Ep.eio as atated:u_ B _

(b) 411 other gold jooted or wrongfully rerzoved to Germany, ineluding goid

coins, is to be allocated from the pool pro.rata parte, without
identification,
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This membership of the pool is ex definitione open to 211 those countries

vwho suffered yosses dm':!.ng the war « those countries, one of which is Ppland.
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This anal ysis brings me to the second conelusion of
,mynexposég that we have suffered losses in gold through looting
and wrongful removal to Germany is an established faectj that
we have the right to eclaim restitution is based on those
principles of law and provisions of United Nations doocuments,
Since the restitution of gold is provided for by etablisgshment
of the pool, and our losses in principle are unquestionable, it
suffices to put a claim forward to %acome & member of the pool.
This is the obvious and undeniable conclusion in the case. A
member of the United Hations, as a country which was under enemy
osccupation, has a right to become a member of the pool for the dis-
tribution of looted and wrongfully removed gold to Goimany.

This right of Poland is unquestionable for she has, as I said,

satisfied the two conditions laid down in the Paris Agreement

on German Reparations. Therefore its claim to £ satisfaction
cannot be disputed. The more so that dooumentary evidence con-
cerning the amount of gold lost dhrough leoting has been produced

and this makes the situation to my mind quite clear. Again we

are bound to state that anybody called upon to decide on the
legality of our claim could only cohfin; itself to the question
of how much of the amount i1s substantiated, and may only dispute
one or other figure, or one or other item, but never the
principle or right to restitution and part of the pool, because
ag I said earlier the legality of the claim and its validity oouvld noi
be in doubt.
ﬁnt having said this, may I now pass to the second

conolusion oontained in the Commiasion's letter of July 27, 1950,

208804



» b 2
" X

REeRooucs‘o'ATmENArro;‘:,\LAs:cmeri J’ l DECLAmeED . ‘ ' s .
a g NARA Baxe . - .
| _L% | File T-acb fla Fua
o e _ | Box ‘WEE;;_t%gw&d&
- III-2

........ -

4 this letter the Commission says it "has been unable to find
that the Poligh Government has established, in respect of any
of the above mentioned claims, that a definite amount of monotaiy
gold.balonging to 1t was looted by %ermany or, at anxitim-'after
Maroch 12 1938, was wrongfully mmoved into German territory::ifﬂ6i
was it indeed possible that the Commission could have aprived at
suoh‘a conelusion? My Government was both astoninhdanas to.thc
torm and substance of this statement. My Government was pare |

ticularly concerned by the fact that the Commission found it

4 : S
possible to dispose of the tremendous documentation, gathered

with such an effort by the Polish authorities, in a few words
witﬁ such & brief formula. I stress again that although the
decision was provisional, and although it had a strongly
provisional character, yet I have to express the astonishment
of ny Government a8 to this decision. In one sentence a mse
deserving serious consideration and detailed reasoning has been
ansgwered, and though my Government cannot consider this conelunionVJ_
ee anything but & provigsional and ﬁot & binding view, yet it has

the impression that any impargial observer must gathee, that

those who scrutinized the documents and erguments submitted by
Poland either did not understand the essentials of the case or
problem, or did not thoroughly get acquainted with the documents
before it. With all due respect I submit that I must come to
the conclusion that elements extranecus to the case and not

metters of substance mey have influenced this decision, but
before going inte the substance I wish to detain you for a few

moments and dwell on a strietly procedural issue.
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It has been stated many times that the Commission hsas

the drracter of a quasi=judicial body, from vwich it follows that

the Commission sheuwld apply rules of procedure generally moepted

for international bodies of this kind. It is worthwhile to go
into certain international customs in this respeoct, such as the
Convention of 1907 and statutes of international bdodies of this

type, which have laid down for those bodies always the duty to

state reasons en which decigionl are based - but I wish to add

not only final decisions, even preliminary decisiona. It is

obvious that during preoceedings an international body may pro-
nounce decisions of an incidental characoter, These are interinm
measures; they may concern such guestions as fixation of timé
limits or their prorogaticn, measures of interim protection,
eipart enquiry, Joinder of application, or similar caczes, The
very essence of these decisions lies in the fact that they are
matters of strietly procedural ocharacter, that they oqnoirn issues
of leas importance, and that they never have the bdinding rgrbo

or effeot of decisions in substance or & judgment. It is a well

established rule, which again with due respect I wish te stress

here, that decisions even if provisional in character must reguire
a statement of reasons. The International Court of Justioce laid
down that in any decigions "reasons in point of law md faoct"™ muat
be put down. All the Polish Government was informed was that the
Commission was unabdble to find that the Folish Government have
established certain faocts upon which its claim is based. The

Commission added that before taking a binding deocision in the
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matter "it will be glad to give the Government of Poland an
opportunity of presenting to it, through an acoredited representa-
tive or representatives; any further arguments or ebservations
which the Government of Poland may see fit to put forward in
support of the claims concerned.” As far as this sentence is
concerned, there is an obviocus discrepanocy between the French

and English text of the letter of July 27. The Frenoh text uses
the words "arguments ou observations supplémenteirea;" the English
text uses the words "further arguments,” whioh does ndat amount to

th e same. Theae words do not mean the same in English and

Fronoch,
Without having been told the reasons of the provisional
decision the Polish Government has been offered the possibility

to present its case orally befere the Commission, as I do it now.

This makes it clear that the exposé which I am presenting to

the Commission cannot be regarded as the final and last oppor-
tunity the Polish Government has to substantiate its oclaims.

Rot having had the reasons for this decision, the Polish Government
have by the very nature of the situation not been able t o deal with
the reasons which led to the Commission's unfavourable decision.
But no doubt this procedural issue, whieh I consider as being
ratheéer important, turns on the substance: on whet grounds does

the Commission base its provisional decision? This is the crucizl
point really which I am trying to ask, As I have said, the
Commission could not have based its decision on the faot that

g0ld has not been looted from Poland, becausd it was; it oould

not have based its decision on the faot that it was not removed
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to Gerﬁany, because it wasj noiﬁher could the Commission have
arrived at the decision that, the gold having been looted and
removed, Poland should not receive regtitufion, because that
oonelusion flows automatiocally from the préééédiﬂgl. The Con-
mission could neither have reached its conclusion on the basis

of the déefinition of gold 28 subject to restitution im conformity
with Part III of the Paris Agreement. The last problem, the
problomlof defin1¥ion, not having been dealt with by me hitherto,
I shall devote some remarks to its analysis.

Part III 6f the Paris Agreement on Cerman Reparation

employs concurrently the two terms "gold" and "monetary gold."

Paragraph A refers to "all the monetary gold found in Germany"

and paragraph G says "any monetary gold which may be reoovered
from a third country." But when dealing with losses - and this
is the key problem - the document employs exclusively the term
"gold," as it refers, for instence, to "respective losses of
g0l1ld through lecting or by wrongful removal to Germany," The
same wording is found in the French text which employs the terms
"quantité d'or." The concurrence of the Frenoh and the English
text is not incidental, and therefore one cannot regard the
fact that the word "monetary" has been omitted as being devoid
of its meaning and legal consequence. It was rightly pbinted

dut on another oecasion by a high authority on international

agreenents, in connecticn with another case, that “words must not
be consider:d as being without any meaning," that words and
international deocuments have always a meaning. W¥What is the

meaning of these words, and what is the possibility whioch is

-

open to us while interpreting these two termas "mometary sdld"
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and "gold"? The notion "monetary geld" as uuo% in the text
leaves no doubt as to the poseibility of a dou?lo interpretation.
The gold may be monetary at the time it was loétoa, and having
found its way into Germany have been transformed into a different |

kind of gold and ceased to be monetary. But it may be the other

way round. Gold may be devoid of the element of "monetary" at

the time of looting and having been passed to Germany, traﬁi-'
formed into monetary gold. Those two possibilities are undabtedJ
ly at the back of the Paris Agreement, and I would say that the
Paris Reparation Agreements calls for such an interpretation.

For let us lock at Paragraph E of Part III, where we find the

following words "gold losses suffered in looting or by mmoval

~to Germany." It refers to the med for supplying the three Govern+
ments with &ata ooncerning the loases of gold. Ageain I eome back

to what I aaid at the beginning, data concerning various items

but never questioning the principle, never questioning the right
to oompensation - only data concerning this or the other item.
This Paragraph E says that those Governments can claim the right
for restitution who supply the three Governments with data. Thus
the data whioch has been asked for completely dispenses withftﬁo
qualification of gold as "monetary" and bases the whole claim on
the amount of gold. |

In view of the above, the definition accepted at a later |
stage by the Commission seriously restricts the notion of gold
which is subject to restitution. Does it in these circumstances

vonform with the principle accepted by the Paris Reparaetion Agrece-

ment? One ig bgund t0 arrive at the conclusion that it oontradiots
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the principle of liberal constiruction of treaties, and limits the

rights of those who suffered most in%thoilast war., It must be
said that this definition went much further than the situation
visualized by the International Court of Justice when it stated
that whenever restrictive interpretation is admissible - I qﬁofoa
"it must stop at the point where the so-called restrictive inter-
pretaiion would be contrary to the plain terms of the article and

would destroy what has been oclearly guaranteed."”

But I go even further. I put the question, was the re-
striotive interpretation of the term "gold"™ subject to restitution ai-
migsible in this case altogether? And what &re the practical
consequences and result of such & restrictive interpretation?

Big quantities of gold which had been looted in death and con-
eontr#tion.mmpl, g€0ld which is only in part covered by the figures
submitted by the Polish Government, would be execluded from re-
etition and Poland would therefore be deprived of her right teo
recompensation for damages and losses incurred. In the docu-
ments we have submitted we have proved amongst other things, on the
basis of the report of Globoonik who was responsible for fho
liquidation of Polish lives and property in one only district of
Poland, that apart from jewellery and objects of gold, 236 bars

of gold of the weight of 2909.68 kgs. were looted. On the basis
of other documents we have been able to prove the metheds and
results of looting of gold in other parts of Poland. fhouo

stocks of gold vorolovontually transferred to Germany. They in-

creased and contributed to the inerease of the stoocks of the

Reichesbank and ocontributed to the increase of the monetary gold
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The fact that there existed on Polish ter=

ritory many extemmination and concentration mmps requires, I

think, ne proof. I think no proof is also required as to the

facts whieh occurred in ticse camps.

In camps like Oswieocin,

Majdanek, and Treblinka hundreds of thousands of peope were

imprisoned,

end whem we take inte account the faect that they were

dragged into those camps with their belongings, that there ex~

istdd in those camps special sguads used by the Nagis for the

sole purpose of collecting and aorting out the gold from their

nurdered victims, and that finally,

if I shall not refrain from

mentioning this gruseome fact, the orpses of the victims were

cheocked in order to extract their gold teeth - then the figure

of 100,000 kgs. of gold, which was submitted by the Government

of Poland,

ise,

of eourse,

the very nminimum estimate.

It must therefore be recognized, and I think there can

be no doubt about it,

prima faclie established.

that our claim in this connection has

been

If then the narrow definition that I

have Just mentioned is accepted -~ a &finition which is not

backed by the Paris Agreement = Poland will be deprived of the

'possibility to receive satisfaction in those of her oclaims. This

would be the result even though she has legal title to it.

Moreover it is not only probable, dut almost certain,

that the

gold seisged in those camps was eventually delivered to the

Treasury of the Reichsbank, thus acquiring the qualification of

"monetary gold"™ in the second state, and thus falling within the

definition as adopted by the Paris Agreement, and therefore we

olaim that this gold is subject to restitution.

Phat is why the
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Government of Poland has on several oocasions protedted against
the restrictive and in fact discriminatory character of the
definit;on whieh sabove all affeots - and this should be borne

in mind - affects those who suffered most, those with whom the
Nagis did not dénl in bluffs, those against whom the Nasgis dis-
rlayed the most ruthless campaign of brutaiity. Whether this was
be intention of the Agresment of 1943, that those who suffered
most shouid be deprived of restitution, I beg to doubt. The
Polish Government therefore renewed on several occasions its
protests, basing itself on the 3eparationa Agreement, and con-
sidering the dofinifion as accepted by the Commission is linmited

and discriminatory in character, as laid down in ultra vive.
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_ I bave deart so far with one of the claims, namely, the claim estimated

at 100,000 kgs. of go1d which, in accordancs with the definition of nonetery
gold as 1&id down in Part III of the Paris Reparation Agreement, made agr loages

. subjest to restitution, It might be barred from restitution, as a Tesult of the
restrigtive definition adopted by the Commission, but a1l ether slaims we have
gubnitted come within the province of both definitions, as sdopted by Part IIT
of the Paris Reparation Agreement, and the definition as drafted by the Tripartite
Gord Commission, A11 these iteus we have submitted, apart as I ssid, from the
100,000 Kgs, of god, are fully covered and thus within the framewerk of both
dafinitions, | _

_ The jetter of the Commission of Juu 27th, did not deal with the specific
o1a'ﬂ_.ms which were fomardod and for which we asked for restitution, It is worth
while to devote some attention to the specifis ct1aims, The Poiish Govermment has
submitted clocgmenta, origina.;d accounts, books, testimonies and affidavits, which
;hea:ruout tho“ioaun tbrgugh looting of's
1) 1,654,201 Kg, of go1d through the Relchakreditkassen and the Emissionsbank,
2) 260,300 Kg. of go1d through the Reichsbank hranches in Posnan,

3) 466,1012 Kg, of go1d through the Relehsbank trench ia fods,

4) 9148980 Eg, through the Doutsche Bank in Krakow,

5) 10,6652 Kgs, through the vandesgenossenschaft in Bydgoszoz; and

6) 260,0489 Kg, of ge‘m_from 'bhf safes of the Posta)l Savings Ba_mk; and

7) 487752047 Kg, of go1d, the tooting of which has besn estabiished by
affidavits of persona concerned and by dommenta_whi‘eh are fully trustworthy,
i‘doreovw. e hav: pa:emd by way of eatiximte the Toas amounting to about
?_7,000 Kg. of go1§ 1eoted from the eiviyian popun.ti.on, apart from the
100,000 Eg. of gold referred to eariier, and the gold of Cdanak,

It zay be possibie -
’ s 88 far as the flgures of our ctaim are concerned, to
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aréua thai the eati.mtea made by the Pojish Authorities were mgmtad, or

not based on actus) facts, But, hers again our figures havé been reinferced by
detaijed analysis of whieh the foliowing mme is the best rwedf, The aversgs
figure of gold delivered to the Bra.n_chﬂOffides of the Reichsbani, was based on

the account found in one of them, namely, in the Branch Offiece of Pommen, The
books and receipts of that Branch Office indicated the figure of 260 Kg. but the
documents fourd 1ater and since handed over to the Commission have cl:om ﬁthn‘b,_ for
instance, in other Branch Offices of the Reichsbank the amount of gold derivered
was mich highers For instence, in the case of the Branch 0ffice of Lodt, whers
docunentery evidence is availabie that 460,6 Eg. of gold were deriversd to the
acfongt of the Reichsbank, This goes to prove that. our estimate bnfod ol an average
caleulation was more than conservative and the real figure, m_m amount iz mach
higher and in some mﬂ:u}havenhminthe omofLodt,lOOAhighatgan
indicated in our origina) appiication, What more can prove the very carefu) and
indeed serious approach to the whole problem as usde by the Government of Poyand?
But jet me contime and examine now more cloaely the character of these c"1aimg,

so as to Place their rerationship to the right of restitution, :!o this end, fet me
for a vhite take as basis the definition of the Commission itself, which states
that o'b:‘)‘ects of}eﬂtitutﬁ.on is a11 goid M_"a‘b the time of its jooting or
wrongfu] removal was carried as part of the euimm_:t country!s monstary reserve,
either in accounta of the elaiment Government itse1f, or in the accounts of the
elaimant countr_yis central bank or other momtafy authority at hnu“er abroad®,

In othei' mds,‘_f: ot us consider whether this goid at the W of jooting or
wrongfu] removal to Germany, had the character of monetary goid, within thn meaning,
as I said, of the definition adopted by the Tripurbito ceminm This Jeads me
to the preliminary question, what is monetary goild aitegether?

bt

On the basis of expert opinion, it must be stated that the most essentia)
feature of monstary goid is the fact that it is gord which is oub of airmxat;on,
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and an au’fhori‘by. defining this o1am:nt- = "1] ne circule pas dans 1e pubiis®,
This ia alse the meaning which shoupd be attached to the definition accepted
bythocomha:lnnwhanitam“iﬁmmidafamﬂurmum
coptry‘s monstary reserve®, Thus, the essentiaj feature distinguishing menetary
go:‘u} in its various gspocts and forms, is the fact of its being :h—ﬁ'hi‘!,iﬂd, its
exciusion from cireniation so that it acquires the characﬁw;_of buyyion reserve,
vwhich apart from the backing of the ecmxrrency, serves to reguiate internstional
paymenta, -

T;l‘_xis is why when, in the years betwean the wars the mﬂdor:l‘hy of E'bate?vs 1eft
the gold standard, one of the first measures was to imobiiise the go1d in private
ha.mh_._ This found its eup‘ua;ﬂten, first of al1, in the prohibifm of dealings
in .golég in Ets' a.limo_anﬂ ultimate taking over by the Cmtx:u Banks, The ixost
typical exampie waa the Jaw of the United States of March 6, 1933. respectively,
:thaBankﬂngAcE_echh%hotthe'mym. According to the provisions of this
1aw, as you well know, the Pr:sidont of the UsS. was v'estod_wiih the right to issue
regulations in ordﬁ to‘eoupu the ?mlgfﬂnn to pay :nd dsiver to the Trsa.n;m-y of
the U, S, any or‘_m gold coins, gold bullion, and goidueatﬂmm. This taw
affected even gold certificates, which from a historical podut of view are interesting,
because thw were f:trst issued during the Civi) War. FPractice hu proved that the B
duty to deyiver gold to tho monstary benks of the U,S, was not omly based on individua)
dsciar&tiom an_.'f was not 1imited to rogiutrat_ﬂ_nn by persons being in pessession of
the gold, but alse that the execution gf the 1aw m_‘choekd“:u: aﬂicig, and owners of
safe deposits in banks had bega directly or indirectiy compeiled to deviver the gold
in those very safes, This goid, as I mentioned above, becames thus part of the
nonetary Teserve of the US,

Legisiation of that kind was a)so issuod in nost coun‘uriu which introdnced
foreign exchange contrcl, The prewwer Polish Government ajao iamd a sinitar jaw
on September 2, 1939, It provision jald down thet e11 physieal and juridica) pexrsons
N P R T a.;a;m- zo;d coins and go1d buiiion for purchase to the Bank of Foland,
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As the resguyt gf this orddr, the entire gold reserve rms.in?‘.ng in Pojand, either :Lnﬂ
eoins or in bu‘v! ion, has been incorporated inte the nations) reserve of mfnetary gold,
Ha.dthothmfmiahﬁovu'ﬁmnthadthetimﬁgengrynutandenfmethaluof“
September 2, 1939, the gg}_d ecovered and legally a}reat‘,ty incorporated into the gord
reserve of the bank, would have found its physles] way inte Eho treasury of the Central

-

Poland Monetary Authority, Nenethetess, though 1‘2 has not flown into the Treasury of t
the Bank for obvious ressons, yet from a juridica) and economle point of view, it
ves already from the ménant(f the .issulng of the law, that the goid méguired the
quslification of monetary gold. This is the first element of the definiilon - the
first eloment which I want to stress - thatﬂali the items whish I quoted narlieru
to you covers the definition of monetury gold, as adopted by the Commission itgetlf.
But 1e§ us now admit for the aa.ke‘of argument that by the 1aw of September 2, 1939,
the go1d has not asquired the quatities of monstary golds I do it, as I eay for
the sake of argument, In the mmmi.‘_—[a, Porand was, as you wiy] remember, overrun
by the Hitjerite hoards and the civijian authorities of the occupent had issued orders,
enacting not omyy tgn purchase Sf gord but_a},se ita compuysary detivery without come
pensai_;dnn or equivatent, I shall not Iindujge upon your pat‘i:meo by gquoting the
nay 1ave on the cceasion, since I have done it in part eariier, They can be found
evea'nhefe, and thelir existence and stipujations are well lmown, Buat, what 1s
eagential 1s that simu)taneousiy the Hitjlerite occupent has commenced the opening
and bmeakigg open of safes iB banks and saving institutions, as fer insta’ﬁco in
Varsew, Already in October 1939 and according to reports from the Qgpitah up to
the end of Octobar, 660 safes with 2,000 iteus have been opened and Tooted, which
covered 4 of the totm] amount of safes in the capital of Potand,

1.6t me now put the question = w?_mt was the significance of Eheao measures and
acts of the oeeupenﬁ By those regmations the occupent had qualified tha entire
stock of go1d wh:lch was at thal time on Pojish tmitory, as monetary gold, not

e

only from a at.r:l.einy terma.:[ poﬁ.nt of view, but e1aso in fa.ct, as the provisions of
those measures had been fu11y put into operation., The gold thus aequired had been
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taken over for the Relehsbank as momtary go1d, through the Mitiu ot the
mnad Roiehukroditkum and 1ator of tb.e branches of tha Roichublnk. respact.ivuu
Wby B¢ Vi wumam. |

| mtmthamimturoofthoubodioa, whmwthsmumvofm
mm,mﬁwmmmem-cmmmmnammdﬂ _

Ve did submit tﬁ the Gom:l.sa:lon a Mation of the Verordming abn- Reieha-
krod:l.thaaon from Soptamhu 23; 1939. Thnso Reichah-oditkusaon had bsan ostab'tished
t.hroughout oeeupd.ad Pola.nd, ﬂ.th thn moption of Upper Sijesia, iﬂnh vas immedintely
11168&11,? mPoratad into t.ho Re:l.uh, Wha.t are the obvibus eoncmsﬁ.oma eveu.-y reader
mst dra.v from thase 1ogia'iat1n e.c‘t'.s we ba.ve Bubnittad! N
(a) that thoso Roinhah'aditkassen have been astabliahed in order %o roguute the

c:!:culation of the currency e
(b) that thay have boan vosted with the r:lght 'ho :I.sm bank notes, soea.nld
Reehskrtditachom, which eonstitutod ‘the 1ega1 tenﬂu' with!n ‘hhn Mw.‘nhd
territory,
(s} The backing and coverage of the bank notes issued by them constituted inber
‘ a1ia their aredit mounta in the Roichsba.nk, aoca.lled Gu‘hhabon :Ln tho
Re:!.nhsba.nk Thau were the comtituen‘b e1 ements o:l.' ‘hhcu inltitutiona.

It ia, therreforn, c1m that the Reiqhskreditkuaen did aiat as banka r.lth t.he
right of 1asue, ‘tims being mnetary mtherities, within 'l‘.hc atrictm Mning of
the tarm, Thelr activitdes did mot jest longe Soon after, tho t-.'ritm of the
Po1ish Statq was divided mw two parts, one of thcn, the nﬂm pu't. was
:Lm:orpore.tod into the ncich. By an order of Dmambar .21, 1939, plbushod in the
Reiahsgoaetubmﬁt I.Sozo, :11'» ma announood that in the imwperated tmitory of the
Porish State ‘t.he 1aw of June 15, 1939, is henco to be app‘!iad. This vas the 1aw :
concerning the Redchsbank, Thus, the Reiohsbank beoame the succum, ‘hho a.uthority
with the right to iaau. wi‘hhin the territories for which the Germans i.n’h'odnced the

s

German Mavk, The Reichsbank eatabuahed through the tcritgry 1110@111;{ ineorporated

into Germany, Brench Offices amounting in muber to 18, A 1is% of them was submitted
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by the Po;ish Gavernment, n w
_Ab the same tine, the socalied Verodimng Uber dle Enissionsbark of Decenber

15. 1959, astahqiuh.d the tatter institution « I mean the Eninuibnihuﬁk; within

the meuwaacmnwumt. By virtue of this Verordmung, it was 1aid

dmthatthmiadnnnhnh» ' 8 wE s e '

a) Vas the institution called npon to remata ths eirou? ation of curronsy in-
the tcrritory of the Gm Govu-mnt.. ‘

b) Had the right te issus bdmmtu, fete,

6) That is smisoion was covered gpdl backed by the credit mocount {Guthaben) °
inter ‘uils in the Dewbschs Refchshank, o

d) Tts banimotes mﬁiﬁtd tha exchusive '1ega1 tender within the Genera)
Government. : ' | ' »
censoqnonm, it was ‘a780 this bank whish had the right of issue and a1y

‘bhf qualifications of a_?cnm suthority ‘sensu stricto, Ve had, ‘therefors, on

Povish Territary thé forlowing institutions which the character of monetary

authoritiess ' | | '

1) The Raichukroéﬂktuin through % the who1e of Po‘]_a.nd, with the Mop‘ﬂim of
Upper Silesid, tater was the if1egally incorgm'a.tod toritorles of Pojand -
the Deutache Reichsbank - and for the Genersy Government, the Emissionsbark,
Did these bauks and these institutions have the characteristic features of

monetary'ax_ithoritiaﬂ The reply must be ah unquayifisd "yes®, True ‘encugh they

vare estabyidtied Ty the coetipantj ro<one dentes that, They wers bound te becoms

instruments he used in a-dq_- 'ﬁ exp1oit the Poyish ecomomy, buk nn-gu can deny

that they were geting on PolisH territory, and in thé ’mu-}:or Poyanid, and

that they were Tegulating, in fact, the mometaly aspest of Foldil's scanside 1ite,

It wes ‘c{n‘aue:h those bodies that gold was frowing from Pglaﬂ&'inunm.'_‘

First stage, Yooting, opeNing of safesj second stage, wrongful removay =~ both o1ements
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of the definition as mam ished by the Comnission, The a.mﬁirw of this
vrongful rmm was, doacribed :I.n dutai]_ by one of ﬁhe witnauu oi‘f.amd by thn

Gommnt o: Po],aml Mtnus Gnm. & Ho eucmaimd that t.ha purtinmar hranehos
of the Badgslonsbark vere purcimsins gom e the mcount of the Deutachc Re:l.chn-
bank, In other woNa, this ve:ry bank eataMished threughout amp&-d Mmd, was
pumhuing &b a dqmomy 1“ p&'ico a.nd 1u.tcn' 'hhq confisuted go‘,[d vhich £1owed
hrhthahiahabmk,intn muﬂmp&hm Edﬂ_mll: Bm!.ncm. thvm
conﬂmting those activltios on the basis of the orders I have quotod to you, and _
heavy M'qea ware providad far a.11 those who retnasd to se11 or give up the gold
they_had, mmwmﬂnmnalwmtmmammeawmmmh |
offices was bﬁ.‘lng tszerred %o the eontraa_ office of the Maiomhnk in Grs.etw,

 whigh vas the pooling point of a11 Mimias and forwaraea a11 of \;hm together
to the abova mantioned adﬂresa :Ln Bwun Was M m-ongfm rmml, or was it not?

Undoubtod]y. it waB, .Tha sane mltmass bara evidenca ta the fact that tha Em.issions-

_hank heid an moqun‘b wi‘bh the Deutachc Re:!chsbank on uhidh the ﬂuivalm{‘v of the
parchased goid was duiy ancaun‘hed rar. Tha rmnber of that wcom m 2039,

" Tha tenhniqm of purahaae of go1d by tha 'tmmeh off.tm of thc Raizhakreditkassen
and branch oﬂf,:lcea of tha Reﬂ.clmbank, a8 iﬁant:!.cal. Thia in borne out tw nauy
documents we have, and some of which have b«n prarchasod to tha com:tssian. These

. are the facts - ulﬁennble fa.e‘bs, from nhiah fmw obvious meqnmcea. But, since
the go1d was boing rmchued b:y an imtitu'bﬁ.nn ﬂz,tch had the riglrb anaﬂ power to
issue 'blnknam !w 8 ccntra1 bank the gcld, at the mmor.rh of its pm*chuing, b=
o mnn'huy mdt fcn' an :I.nton’as a.nd purposss, s:ane thiu gom ves buugkrb or
confiscated (in the m;jerity of cases 1ater confiseated) « formd its way into the
safes elther of the hruanehea of the Relshsbank or tranches of the m:l.aafonsbank,
it beoaxr monetary gold and it was carried on the account of the eaim'n bank, Since
this goid, as was Jnown, was jater transferred to Germany, it was ejear that this
removal eann@._ned‘ go1d which figures on the amecsount of a monetary authority operating

on Po1ish temitory = e}l monetary gold within the meaning of the definition as
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drafted by the Commlssiol, Since further on, an equivatlent of this go1d was being
credited with the Reichsbank in favour of the R':_oichakreditkuam or m*i‘.asionabank -
this account acquired in accordance with para, 11 seetion 2 and pera, 16 of the
Verordming Uber dls Emissionsbank, the character of coverage and backing of the
emission of currency circulating on Polish territory, Thus, the told in question
did fuyfiy a1l the raquiromn‘fs of mm*_t:-ary gold within Em meaning of the
Commission, and it was not omy either looted ar wrongfully Temoved, it was both,
and therefore Sub:}ecj to restitution,

True anongh, a1l these measures, as I said, were ta..ls:.m by the ocmpan'b as
part ‘_21_’ his pglicy aimed at the eeonomie ruination of Po‘,y.a_n‘d and dorn'izing har
of ay1 the gold within her boundaries, But, as I sald eariier, the ggld thus
acquired and Eaisod dld not, by this very fact, ceass to hg.w the quan if_ifa‘bion
of mentary goide Under these circumstances, it is quite clear that, uhem;g. the
Commigsion not accept as basis the Po1ish Decres of September 2, 1939, full account
mst be taken of the measures intmguced by the oceupying authorities,

In any case, the figures of gold covered by the documents submitted, are
uEdoubted]y within the provinoe of the definitix_‘t_-n, and they h&?o gatisfied W-_
atternatives offered by theﬁcommisaion. The gg]ﬂd was either looted o m'ongt‘u‘_\_ly'
removed, but it was bothj d1oo'-bled and wrongfuily removed., Thus, facts and 1aw
do not pfesent any difficuties, Soms figu_ras may be higher, some jower, but the
principal basis remains unahanged._ The go1d thms taken over comes undexr the
definition and is, therefore, 1iabls to restitution to Polend, under the terms of

the Paris Agreement on Reparations,
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Having siad what I did, I am bound to put the question, what are the
doubbs which may srise in comnection with the Polish claim? The acts of the
oceupants, as I said, were undoubtea'_l_z 1110ge1, but can i1jegality be invoked:
against a victim? This is the crucial legal point, Gan it be invoked as f.n
argument for the non-recogrition of this case, vhinh. would b§ the practica) af‘t;gct
of such an apwoach. The definition we are dealing with, and I have in mind a3yl
the tiim the daﬁf.ition as submitied by the Camiasi.oxx,- is not a definitlon of a
strictly thrid;}uai ng.ttu'e. It is baffd on a factua] state of o.ffairsz vhich in the
case of the Peiish cledm has been fu}ly supported by 1_she eventa on Pg}_iah territory,
and can thersfore have T detrimemtal effect on the clains of the Fe1ish Government,
lloreover _Ehm-f 1s a we1l known and ¢1d legal principie st.iifingﬁthnt no one can
invoke 1jtlegaiity of an act vises~vie jhe vietin of the 111 egatity, Visme~vis tlje pers
son who has been the vis‘bﬁn of gpuch illegality. If tgs were edmlgsibie it wourd
l1ead us to a pagadoxiau i‘baa‘bgnn, to wit, that an i11egal act and a crime exenpis
from x:as;:onsib.tj‘iw the crimins) and depr-_:l_.zes fhe, victdn of the right to prosecute
his ¢jaim, for tEf apparent reason that illegalily makes the act vold « in other word:
Ehe fft was lega]ly nonesxistent, and on account of the apparent faect that it was
1egally wm because 1t was void, the zﬂ.etim is deprived of t_lz_w right“_-t:o
prosecute his elaimy a situafion of which no 1egal aysi'-om in the wor1d cen aljow
or can approve, Bubt the result of suf.h a situation woula on them'ather side be
qlg_viauf. The fruifs of the crime wouid be reaped, Thig prineiple « that |
111egailty canuot hg invoked against the vietim = im valid erge omnes not only
against the cn'imiﬁ‘_[ h.}mse]_f but against E.n;ybody e1se who_—mm_d Teap any fruit or
profit“i‘z-om the i11egatiby of the oriminal, Thig prineipte I coutd put at very _
great 1ength, but I think there is no need to de1ve into it, because the prineiglé
iz o mn ea‘b&b’( ished pminaip‘!e of 1awe It is therefore ciear that the princip1o

is va1id regard1ess of who eomd or wou‘!d become the beneficlary of the 11legal act
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as committed by the crimiml hingeif or anyone e1se who derives direct or ijdirec‘h
profits from the Srim.-“ Therefore if: canmot be said that in view of the 11vegaiity
of the act the Polish e1aim is dian:,[]_o!ed.

This I think is g very ﬂl_lzda.men'ha‘[ and lmportant issue, which reminds
ne_»of a statement of a medieval Eigiial_i judge who, when faced with the cese of a
sgj:d.igi* who had to earry out an 111egal order, %Wg hin, if you had earried out this
i11egal order youm_zid have been ha.ngfd by a civil courts if you had mmsgd to
earry it out you would be shot by a miyitary court, The apprgach to thq_who:u
problem of the case iz ons essence of reeognising the prinsipte of the eraim,
Mo institutinn can base its arguments on the views that it is poseibye to kiyy the
elaim this way or the other, becanse it makes no difference wlm'.he you shoot it or
hang it,

It ia thmfore quite ¢lear that in decid.&ng upon the ease the CQminsion

could not possibly argne on the basis of ilegarity of the acts, It eonnd not
argue this point sinse it is otear that this argunent wouid rroduce beneffieia)
reguits to a 'bhdrd stgte and not the sta.fa sgainst ﬁm the inagal_ !.tbj was gmittod.
There is a knowm institution of "estoppei®, very well known in Angio-Saxon Yaw,
whieh woujd £ind its app? ication here in a much wider sense, If a different approach
is tsken to the Polish elaim presented hers, we would arrive at a situstion in which |
the oriminay acijiﬂty of the occipant wourd m'eate__rights in favour of a fhird
state and thus 7ead to unjust enrichment which would be contrary both to 1aw and
equity and the documente of the United Nations,

Pingyiv, as I stated already bafore, the Commlssion eougtruoa in ﬁij definition
a certain gtate of affairs which in the concrete casme tock ppace with a3y its .
constituent ¢lements, How then coujd a negative defision, 51t.hough prmfiom,
be taken? How wes it possibie not to recognise fuyty the ejaim of the Porish
Government?

——— -— idnd -

The brief, and with a11 due respect I would say the ayl too trief formumla
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- of the jetter of July 27, did not deay with the case, another pu\% of the case
a'uhnitted.w tha Poj_iqh Gévernmént, na.mezy, "tha c'iaim mmammm to
4726 Kgse of gold,. This go1d has of course an the qualificationa of wonetary gold,
even within the nerrow framcmrk of the definiticm submitted 'W t\l\‘lﬂ Comiission,
The fignre was substan‘tiated by the booka af the Bank of fla.nzig ﬁ:'idi have been
submitted to the Gofmmiasion. Muraover the cmmissiaﬂ vas mpplied with evidence
concerning the incorporation of the Bank of Danzig inte the Reichsbank on September
55 1939, and the mtiﬂ.cation coneu'ning the setting up of t.he bmnch of t.he B.lichn-_
bank in Danzig on Septembu- 6 1939. Thaae documents estabtished f‘&mt the gold
in questicn has _,bzg;ooi_;fc'l by the Hitiarite anthoritias. Et _:1:3 themefoz‘g el ear
that here again an thﬁ el eﬁen‘bs of thé definitiaﬁ m- avaiublo. The goid 1s
monetary goid, and it was looted, and it was wrongfully ranovud ‘Ante Germaty,
Aafarasthe pro-war statusai'nanzig ucome:msd, itisbaaedasymlnmw
on article 104 of the Veruines Paa.oo Trmw. Whi}e mrbher, artim_c 2 of the
 Convemtdon betwesn Foyand and Gdanak of November 2 1522 has to be borne in mind,
In accordance with fhe yrovisions af these ﬁomw, Po‘!mﬁ eu:c'_ruaivezy had the
righta and duty to conduct the foraign affairs of the Free City. Po‘_wad ram-
aented her intwmts via-aav:la third states. sigmd on her behal.t' in’aerna.tianal
d,ommants, protected her intarestp aln-oad, aM in the whole internations) arena -
on bahayf of tho Pres c:!.ty. True omugthanak had a monetary mﬂmrity of her owmn
but on the intm’tionaz pla.in thia was irrejevant as Potand was regpousible for the
intma.tium re‘iations pf 'bha Free Ci'hy. The annmtian of Gdansk whieh was
: _curriad oub onspytembu 1 1939 was and mmimd & f‘ragrant vioiation of internationa
- taw amoun‘cme, to fury-f1 edged ng@eaaion. But the deciaive document on which the
whole case rets today is the Potsdan Agreomont whne it statas ‘that the Free Clty of
Danzig is to be transfmed to the P_gliah'stato. ‘Thus fuu autherity over the former
Free City has been handed over to -Po1nnd.‘ Sﬁécﬂa& attention must be paid to thé

fact mt%?éhsdmm;mntmoathntexfmémdlmuﬁ{dlikiyoutobwinmind
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the use of this term = ¥the former Free Cily of Danzigh, Th?‘ tern "formex® must under
no circumstances be referr_e_d to the annexation of Giia.nak in 1939 beoaugo the Pedsdan
Agreement could not possibly sanction .anﬁa.at of violence which was really open aggrese
slon, It had never rac&ived the approva) of the United Natilons, The term "former
Free City of Danzig" carrles and means only ons thing, namely, that the Free city
ceased to exlst as a result of its incorporation into the teﬂ'ri'bary of f»hb Po14sh State,
o If this 1s so, a.nd thers is no doubt in this respoc'b, omly Poland edn both in
law and in fact have fuyl tit1e to take over the monetary goid gt Cdangk within
thg meaning "f the definition adopted by the Gommission, If Poland were refused the
gold, who wouid then received it wi:g has any right to claim 1%% Geflnmv has never had
that right becimse she renounced @11 rights to Gdansk in ‘t.he' Versailtes P!a.cu Treaty,
Part of the gold which is now :!.3 the hands of the Commission is undoubtedly of Gdansk _
origin, ¥ho has any right to cjaim 1t? 1Is it any other state partieipsting In the pooi?
No other state has eny right, Ias itﬁany state represented on ths Commission? None of
them has the right to acqyire the go1d of the former Fres City of Dansig, and the
exclusive right to elaim this gold is t%a right of the Polish Staﬁc. ﬂShmr]_d any further
guidance be required gr cases of a gimitar nature, I can read.ﬁy m_.}ppzy exaup] 65 from the
Peace Trealty with Itely. It 1s known that soms terri'boriag former1y under Italian zoverel=
gnty have been transferred to states mighbaurmg with Italy, and here is amnex 31V, B
paragraph 16, of the treaty, whﬁ.eh says the fo11owing:

IW ghall return property unmjawfuliy removed from ceded territery to I‘my‘ Hera you
can find proof that the cesslon of territory to anothar state dags not deprive the new
state of the righta arising out of restitution, The case of Italy ile the mruustriking as
the territories in question were, pricr to the act of cession, part e{ the Itallan territory
and under ites full sovereignty, How mmch stronger therefore 18 the claim if the tarri.tor!
had;not been under the sovereignty of an enemy state to whichﬂthe enany state has no jegal
tit1e. In the case of ceded territories there is the possibliity of another ctaiment, but

in the case of the former Free City of Danzig there is no othar who cex raise a ¢laim for
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46 gold thus jooted and wrongfully removed, The Free City of Danzig eeased to exiaty
hez:_tarritory Imf! becoms a component part of Poland and the::erore Po'land's tiﬁ:e' is
:f:‘uﬂ-:r becked by law and ﬁn!.tad ﬁat’.{o'ns; decieio'na g1sevhere, The rei'usn to moognisa
1aw.and fact would amoun'h ‘0 o'nvious viojation of t»he Potadam Ag:reemcn‘b. Gthnek camnot
be treated as a po1ifics.j: or ]aga.j_ vacumm, Prier te 3939.FPoland reprasentad the Free
City in international ré‘;aﬁoﬁs by virtue of intermations) agraamanta._ Today : she do:a
80 begausa the ‘tarritor_y of the former Free Glty 1s within the tmit;ries of. tha Po1ish

States o | “

These are the rounds.tiens of our c'[aim for the. ru-boration of the go',[d. seized fron
the Bark of Danzig, This eclain iz, as T say, very well founded and eoutrd no*b poesib]y
be. rejecteds I imagine thad i‘hs rejection woutrd amount to the undue em'iching of other
states parhicipat«ing in the p001 = undue enrichment at the expense of Poland,

I have, ir, Chairmn, arrived at the end of the summery and analysis of the c‘!a:’ms !
subaitted by the Gosfarnmant of Povénd, .,M I now turn 1c some genera] remarks and Sommentq(
The very. uixaturg of wy exposs was goneraly in view of the fact which I nentioned "earlier,“
that the 1et£er of the Commission of Juyy 27 did not state any reason for its rovisional
deelsion, and I shally now continue with a general approsch to the subﬁ éet. I wish to
dwell on the very nature of he United Netions documents rhich form the basis of the
achbivities, I return to the declaration of January 5, 194,3. By it the sig‘mtoriea have
siad that 'bhey intend to do thelr utmost to defeat the msthods of diapossossion practiced
by the ! tover: mtents with whiah are ‘at war-agaiust the countries md peopies who have 'been

80 mton]_y a.ssau‘_[tad and dospﬁiled. ‘In stating this intention they have 8180 nmtual’ry
obiigated thcmsaﬂves to do evm-,y-hhing nesegsary in arder to achiave tha objecbive cons
‘talned thereins » ' . _— B

- The same ob‘!igation is contained in the decraration of Fe‘bruary 22, 1944. Tha
agreensnts of Yaita and Petadam, whife vaying down the princip‘! es did arse fix the Tine
of ac‘aian. It vas in pnrt:!.au1ar the Potedam Agreement which paved 'ohe way to the

L .utabiishment of the lho‘}e machinery of restitution, The m-u Agroemt on Bepuations
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in its Eart III fixes a sgeeific obligation and provides for the procedura Eo atteln
the goal. On Fetwmery 4 1946 the British Embassy in Varsaw informed theje:t ish Govermment
that the definition of Eestituti.on of pfbparty removed by Germans from“al 1ied eountries,
as agreed by the Egntral Gonns,if[ in Bgnin at tha‘_meeting on Jamary 21 1946, Ths
decision of the A11ied Control Counciy malfes it c1ear that the question of restitution
of ;:rropfrty removed by Ehe Germans from allied countriss must be mmined/:g: cases
in the 1ight of the dsclamtign of Jamary 5, 1943, The objective iz therefors clear -
to make good as far as possible th dm,ge done and comgfnsate the yo0sases suffered, This
was al soﬁmadg cierr in a statement contained i.n Ehe burietin of the Depal’tfen‘b of State
of June 16, 1946, which stresses the right-ful claius of countriss 1ike Poland which,
2’ohase countries which have borme the wmain burden of the war, have suffered the heaviest
Jlosges, and- have organised victory over the enemy®, B

These were the obvious intentisns of the United Natlons in egtablishing and setting
into :_mtionathe whole machinery of restitution, Can they be 108t aight of or ramazn
without mﬂ uence on the methods~and procedure white these documents are being imptemented!
It is a wel] estabrished principte of 71aw that the intentions of the perties are of
paramount importance, This pi-incip're is furlly rec‘ognised by both theery and pracEice, and
finds its expression in the S‘J,G. Roman maxim: in conventioni-bus contrahentimm votuntas
potius quam verba speetari ptacuit. The Permanent Court of Arbitration stressed it by
using prain wofids:s " here again and always we Tust Jook for the rea] and harmenious
intention of the pE.r‘l'.ieB when they bound themsotves®, What was the irrbention_‘of the
parties to the declarations of Jamuary 5 1943, of Felruary 22 1944, of the Yalta and
Potadam Agreement? The intentions were quite clear « they aimed at sablafying the needs
and desires of the devasteted countries; they meant to give priority Eo those who suffer:
most, These intentions were not omy inherent in ths documente themselves, they vare

made clear in statements, deelarations and pronouncements made ouvtside the instruments

in gquestion, This being se we must throughout the operatilon of the mashinery instituted
to implement and carry out those intentions, remember these purposes which were and

are 1ike g beacon, a directive which shows the way to put the whole thing imto practlce.
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Cangangroone questisn that Potand stands in the first 1ine 3£‘ those vho

mszmd most and that she ia therofore among the first who shouid be nolfaidu'd?
TYoutd 1t under thesg cireunstancas be Just and fi.g!}'b that a narrow fom;i‘c bs plt_u
a bar proventing Potand from having her rightfu] c7aims setisfied? Seme of the claius
are weo11 within even this narrow fgmna, but I_qmm‘hrﬂmw approach the lssus on
a mioh vidar £1e7d, ¥e have estabvished the cloar and manifest imbentions of the parties
when fghey bound themmetves to proceed with the restitution of jooted or removed §01d..
Durﬂcwai-va mzt hiave been in theiy minda vhen the documents were drafted, Our claing are
vell vithin the ;wovisiens of Part TII of the Paris Agreement on Reparations, If this
is 80, it hes to be appiied to ay1 our items, all of them, as to have 4o be accepied,
Te are faced vwith another dsfinition as drafbad hy thn Commisgion, which my Government
has questionod and whish exerudes some of our ctaims, Bub there are BOIG aime which
are Justifiad hy both, being the m?'nete:v golg, a3 I proved ia the sartler paré 05 ny
stetezent this afternoon, In the 1ight of 811 I have said can muy of these formitas
be used to har our c_';ra.img‘i The mtfntion of_the parf:ie_s bging 'o:"taar-, the omy mroper

terpretation vhich coutrd and uhom,d ba appried is 1ibera.1 econstruction a!' the documnts
in questison, Uhat is this 1iberal construction? r1dberal construction is 1lhu'u1

——

eonstruction of a11 the dosumenta, which is backed in theory and prdetice in yaw,

o9 ™

Kl
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There are other exampjes which I would 1ike tcj quote to you. Take Itm.' instance,
the decision of the Supreme Cowrt of the U, S, of 1830 in the case of Shanks v, Dupont.
The Supreme Court of the U.S. sald: "If the treaty admits two interpretations, and
one is 111#11:’9&, .md the other 1ibera), why should not the most 1iberal _upoait:!.on is
to be adopted®, And in another case, the same court saids "Whepe n_tru'ty admits
of two cnxwhruftions: one rgatrict.iw as to the rights that mxy be a‘lﬂtnd ungu' it,
and the other 1iberal, the 1atter is to be prefmod. Such im the settied rute of the
Courl:“ (18'7‘9) again in another case in 1889, it has been said that the Treaties
shall be liberaj_‘_[y construed so as to carry out the apparent intention of tixo par‘t:iea".
And, again it has been sald: "Treaties are t0 be construed in a troad and 1iberal
epirit, and when two constructions are possible, one restrictive of righ‘hg that asy
be clained under it, the latter is to be prefarred®, Asakura v, Seatle (1923).

The 1iberal con;;truetiu? of treaties gnd cxt.ena‘ivn interpretation of rights N arising out
of then 1a & m:[-esta}ﬂiahnd principte of 18w, The more sg'it is to Pt apmied,._whera
the whole procedurs iakono o.f equity. Vhere equity is in pray, the omly admisaibye
interpretation is the 1iberal construction of an instrument, In this case, as soverdgn
rights of sEa;tee are not invoived, restrictive interpretation is not justi!i.od. It tveads
to the conoyusion thab claims, certain crains, iustified ¢1sigs, 1ike the clelm of the
Goverment of Poland, would be exeiuded and barred from satisfastion, Otherwise, as I
gay, we are 'Eound t-o*comudov that the agreements, the Unlted Nation's Degjaration

of 1943 end 1944, Yalta and Fotedem and the Paris Agreement on Reparations of Paxrt III,
are reaily devoid of any meaning, This agroemnt would remain naanin¢1m and hm
again, I wish to quote a high Mwnationaj_ authority who said that 'thhim 3.3 better
settied as a canon of interpretation in ayy systems of 1aw, than that a cmnm must be

s0 interpreted as to give it a :-ming_, rather than to deprive it of meaning®, That

is what the Arbitration Tribuna) Court said in the Cayuga Inmiims. Ciadms Case (1910).
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This hringa mo to t.ho oonmuaion thatb nei‘bher in tha intantion of tho plrtiea,
nar In thetext of the rouvams docmnanta, is there any basis for thn rojmtian of
the clains as subuitted by the Goverment of Poland, We clain that the agreempmt
concerning the restitution of momtary go1d bo interpreted an& applied in thia wery
spirit, so that the righta of the most affocted and the:b.‘ maima, be funy attd.ufiod. |

¥ry Chairman, this is the view of the Pollsh Government this view, I bqiom,
is win foundod,uitiamtonnrbackedbytheowanﬂprwti«inmum
aspects of the ractice of the Ccmission itse1f offer :mrt.hau.* nim?orcomaﬂt, if any
reinforcement is really noeoasary. I have here in m:lnd, inter alia, the case of the
Do11fus M:leg et Cle, S.A., which the Commisgion i1s not unf.miliar wﬂ.th. Bwl-., I hope
youw111 forgiwmfurdotdningycurorafuumxtuwhich Iahanduiwiththo
pmuularaofthnmo,uhichIthinkisnotwithouﬁimportmmmdhmingontho
genera] jines’ af runming, in ﬂm question of restitution of momtary geml.

As you we]l know, the French Company pt:raha.m&bars efqua.ndlodgedthan
for safe eus‘tody at the Bank in L:Imgu. In Aug,uat, 1914, the gold bars were foreib‘_[y
removed to Germany, a.fter having beon se:t:ed by tho German Au‘hho*-itin. Bpan the
termination of hostijities, the gold was fourd in Gm. and in 1948 on instructions

fromtha'rreasuy,anaeeaun’hmopenedwiththemnkotmmam,mthemntiomd o

64 bars of gold were to be depoa:ltod.‘ This acoount was oparam by tho "mpreaentativos
of the Govermments of the U.S., the U.x. and Franca, on thl '.l‘ripert:ltc cmmn for
the Restitution of lonstary Gord, for the deposit and avmtna1 diu'brihﬁim of a
poa’tion of t.ha gom J00ted by Cermany from the oocupiad States of Eln'opc' The Bank

of England a,ccoptod the deposit with the ea:plioit proviso that it "Be utlyized for the
deposit and eventusy distribution of goid oom;!ng under the j\n-isdiction" 'y I repeat,
"Jurisdietion, of the Tripartito Commisaion for Roatitution of mmtary Gord®, .m
white, the French Company has been trying to 1ocato the 1ooted gold and an Jnnp 29th,

1948 spproached through’ the French authorities, the Chief of the U,S. Foreing Exehangs

-
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mposit_ory}t Frankfuzrt, On enquiry, they were informsd téat "the disposition
of this gmd is eubj ect to the orders of the Tripartitg 6216. Cnuiuiof and the
Office of the M1, Govarnment, U, S., Gernany®, In July 1948, this goid was despatched
toEnmmdanddepeaitedﬂththeBmkofEnamd. This mdone on the orders of
the Tripartite Gmhs.wn. 311 these facts have been revesled in eonnution with
an action brought by the Polifus Mieg Cle. against the Bank o.f Eng]a,nd in the Chancery
- Division of thl H:lgh Gcfurt in Engiyand, Tho Frency Company ciaim delivery of t.hc
.baz_'s. In dolivering tiu 3udgmnnt, the Engyish Judge found that the transfer cf the
gold, I quote, "was elaa.ﬂyﬂdone undar_tha orders of the Tripartit: Commdssion®
am}a.ddod"vthosoen. rightlywmng]ytéhm treated the 6 gold bars as monetary
goid®. The‘rea.aoning of "bhe Judge who f“’”‘d the French company the right to have
the case eonai.darad in uubsta.ncez by hoyding tha.f it» wag & case of soverign fmmunity,
not to be dealt with by mmnicipa) court, is irrelevamt, It is, of course, of mo fme
portance that the Superior Court when des)ing with the case found the bank 5014 ine
sdverted1ly 13 bars of gold in question, The sasentls) probiem is, and the reason
why I mention tho case, :I.s the fact that the Commission found it poiaihlo to extend
11'.! Jurisdiction ovar gold which, tgr a1l j.ntenti and purposes, was pgver mnetary_,
go1d, and the Judge as I quoted eartler,. cited ayy the internation :!.nstmenta on
which the authority of the Commission was based, starting with the Reperation Agreement
of Peris and ending with thf de!init.:!.o_x_z, as made Ly the comhsionz and he saids
"Tge Commission seem, rightiy or wrongly to have t.rea.tgd the 64 ge}é bars as monf'tary
go1d*. I quoted this exanp)e 83 a sideline and a sideiight, for 111“&;1_;10:_1 on1y,
bacamisIthinkthatn1thsargumentslhaveadvancodtotheca-fumamier
brow my case, without having any need to refer to the case of Donfa__s Miege I think th
that owr ecase is proven, and there is no room for any ajternative - fer the rejection,
pa:rb from what I have uid ajready = apart from the fact that the re;lec‘bion '

of our claim mm_a _amount to v:l1a.t1on of our entity emnt and rights = woujd a.mouzrt
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to nothing short of expropriation « it wouyd create a source of unjust enrichment
of other states, at cur expense,
© From whs;h is know, and there is 1itt1o doubt a.bou‘b it, Polinh go1d. ia in the
stocks of go1d recoverd from Germany and at present held under the jurisdistion of
the comg_ﬂ.a;sﬂ.on. By diapensing with thg rnieed of identification and accepting the
prineipte éf distributien fmﬁ the pool, the Paris Agreement and the Commission
have thus quaified a1l the go}d found in Germany and recovessd from third states,
as a globay fund, from which allocations wi)) be made to the individual Govermments,
Since, as I say, there are conglderable juantitiea of gold jooted and removed from
Po‘_l,g.nd, the eonc_‘j,ufion in—éf[ear: The- apocution, without Pojand mm in 1%,
wguﬁ mean that Polish gozd would be ar1loceted to third states, It nomd e supere
rlmﬁ to argue that shoutrd thfa happen fhe very object and purposea of restitution
of go1d after Tor1d War 2, woud be competely frustrated, i
By way of internstiorial egreements, as thos conciuded with Spain, Switzeriend
and Sweden, the Governments of the three Powers, U.Se., UK., and Franco,uhavt recelved
and wi]_} recelve gold whiech fognd its way to those countries hy verious Yootings of
the Hitver Government and was 10oted from occupied countries. That is how tﬂl:‘w three
Gox_farrmzents obteined for the jurisidction of the Commisslon, 374(3 Kga, of go1d from
the Bank of Internationm) Settiement, in axchange fors wa.iving a1l claima ageinst
the Bank of Internationsy Sett emeft vith regard to 1ocoted geid tra,nsfaf:fed to k.
‘by Germany® = the ggreement of May 13y 1948, This vas one of the typlce)] operations
through which Hityerite Cermany was disposing of geld 1ooted in occEqaigd eountdles,
Being fu11y aware that the goid stocks of the_Com:lsaion contain gold 7ooted from
Pojand, its s110cation to other countries wouid amount to an unjjst and undus el
richmfnt at the expenss of Poland, How could Ehis, I respectfully submit, be coll
patible with the Decilaration of September 27, 1946, on the ogeasion of the estabrishe

ment of the Commisien ‘by the three Governments represented on 1t? This was gaid
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4 'the occaslons = "I] a& donc ete recomnu qu'l ne mereit pes equitable qutun pays
c,_w.é] conque misse beneficler d'un avantage aux depens des autres peys, parce que
195 Anem;anda,apar hafard, nlont pas fait disparaitre 1es,pa.1~.necm_cri§inmz sur
une partie de 1'or voie. En outire, on a temue compte du fait_qu- 1a p}\gpnrt des
'pqys 1iberes ont un besoin urgmfb de devises etrangeres pour jears impertations, On
espere qu'm_:a repartitition de 1'0{ monetaire enire ces pays, au prorate de leurs portq._.
augmentara jeur pouvoir d'achat a 1'etranger et contribuern afnsl au redressement zeneray
de 1'economis mboone‘o
Hre we see 1t quite elear that the Commission in its first stetement, that of
September 2‘7; 1_946, a8 stated, has g 1ins of poliey that no undus enrichment a;hould
- ever happen within the activities of the Commission, and thergfm, the refuss) to
| recogniaﬁ our case muz,d be oljvioua',ly contrary to the prineipre of equily, on whish
the ddstribution of gord ghould be based, and it would be contrary to the wery
pringipie of rscti‘mtiw.
trhf compensation of dameges in thié case 1s bui1t on cqu.ttz, which requires

particular consideration teo be given to those who suffered a.ng. tjost most, It is
the:refofe that the Commigsion shourd be guided by the prineipie of "Eread eonaoptiofs,
rather Ehan by narrow interpretation®, = it was stated by a member ot {nternational
trihmms. Unjust enrichment is aarta.imy not the purpose of restitution, nor is it
compatible with the meny doouments of the Uni’eed Nationa,

In coxmeo‘tion with the above, it mmd be aleo unjust to admit for omy a w,
the possibiy ity of tranferring Pog,and's claim into another sphere, As I poiutedﬁout
earlier, restitution 1s and remains the basic institution aimed at compensating lcsses
suffered and damage d:one. As substance ha,a been saved, and we know that substancé has
been saved as far as gold is concerned, omy restituion can be apmied. It mmd le

both unjust e.nd Mporper if the distribution of gold would be carried out and. Poland

omitted from it, under the prebext that our damege should be covered from m’w, o
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Gha.:i.man, having thus preaorrt.ed the case in its | sumnary and grrived at the
definite conciusion that our craim is justified, bot in 18w and fact, that internationm
inst.rumenta and practice back the caim advanced by the Polish Government, .

Appearing today befm the comiaaion and presenting the view of the Poyish
Governmant, we request that :Lutermtional agreements be carried out, The Agresments
of Yay tf._a.n& Potsdam are ﬂntergational Instruments, which should be honoured in this,
as in a11‘othe£ aspeofs. wz claim thft the three Governmagts who have signedfwith
us the Protocal of July 9, 1949, showid carry out their obvigations, Pacta servanda
sunt, Un11atmi' repudiation of Eha agreement amounts to the viotation, Apart from
the binding foree of international treaties, it ghould be borne in mind that it im

not enough to reap the fruits of the treaty, without carrying out i%s obllga."'

not to acquire righ‘bs result:lng from it, without commyiﬂg with the obiigation rm‘}ting
~ from it, Ve are fully entitred to ask for the impjememtation of this agreement. The
three Governments in whose hands rests the dlstribution of mometary geid, Act as
Trustees and they are, therafore, bound to act in the interests of thoss in whose
benefit thg institution of restitution has been set up, I think these are things
which should be borne in mind throughout the procéthure, If you mentiom, Mr, Chalrman,
that the Commiassion is bound By strict rujea of procedure, thq% E think that we shomid
remaber that the main prineipie is substance « the question is ejsar which serves which -
substance - procedure, or procedure = substance, .'

We appear before this Comaission on _Ehe ‘Dasi.g of assurances g’iiron to us by
the three Governments that our rights wil) be fully recognised, These assurances had
the cha.:‘acter gi‘ b&nding obl igntiom! ax_:d it is on this basis that we did sign the
Protocal of July, 1949. Now, we woud 1 ike this assurance to be fapy e emented ,

n its part, the Government of Poiand wishes to repeat and recsyy that it -

= 55 I have
honours internationa) ob)igations, OU‘t of many facts, I wish to quots ons. ‘
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A mind the exchange of notes, li}h whigh you may be femiyiar, botwmtho!‘m‘buay

of the ‘U: Se in Varsaw and the Polish Ministry of Forelign Affairs on the §th and -

31 lay, 1947, in connection with the conevrete question in whish goid frem Portugal

was to beusod‘inau'maghion-. 'EheGovm'nment of the U, 8, expreased its confidence
chat 3?.“ Government of Bglmﬂ mu}d not wish % be a party to a trmﬂa@%onﬁby whish
the A111ed countries, including Foland, might be deprived of receiving go1d 1ooted from
then, The claim to receiving gold from the poo) was then recognized by the U, S.
Government as earyy as May 6, 1947, end in repiy to that note, the Polish Mindstry of
Foreign Affairs statedse

— -

"L Gouvernement polonais parbage 1es apprehensions du Government des _
Etats Unia. concernant 1tor lpo!‘!.a par les Al_]:om.nd.s' ot ge trouzant encore dans les
difrjcfents pays, Clest dans cet esprit que 7e Gouvernfmon'b polonals cat tous diagoso
a co11abn£u' dans cette question, a‘f.anthun parti des pilus in‘fe).'esset_! dans ce probleme,
Tenant compte du fait, que 7a plus grande partieudn 1'cr pojonais et d"m;.trgs
metaux preclieux fub tmngfere par 1es Alzemanda pendant 1Yoecupation et aﬂmgmuﬁe &
reserve d' or monetaire a)71emands, 1aﬂ_Po1gg:1e egt vivement interesse que a8 somme tgtaw
destines a pL repartition, coupreene 1a pius grande quantite d'or Tecupare, ot par 1e
meme, qué 1a participation de 1a Poyogne dans cette repartition reponds a» 1a veleur de
ges pertes®, |
Here 1s an example of the attitutde adopted by ny Government, but it vas not

-

only in words, tut a1so in deeds that the Govermment of Pelend hms earried out its
stiputation concyuded among the Enited Nations, But, as I said earlieu;, whije impie=
menting agreement she has the ful) right to ask othar signatoreis of this Agreement
to do the same, ) _

Appearing teday on behalr of the Goveranment of Po'ra.nd bafora ‘the honourable
members of the Commimsion, I represent a Government as a fu1ly entitded a:lgnatery

of an internationay :l.nsmmmﬂ. Te do not plead merey; we do not cs)l for an aet
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4 grace; we vant our rights, that are dus to us, be fu1ly recognised and that
© agreemsnt be carried out in both tetter and spirit, )

0o the besis of the jater docunents submitted snd additiona) information, the
Polish Government is conviced that its tit1e to the jooted and wrogfully movpd
goi1d cannot be questioned,

The repreaontativu of thres Powers gave assurances prior to the s:lgning o.f

t.he Protocal af Ju]y 9th, 1949, t-hl:b the Commission as a quasiejudicilsl body would
consider its ciaim in an impartia] menner,

—

On the basis of this assurance, the Po)1ish Government submitied documents and

other evidence, Om the basis of this very assurance, the Polish Government has delegated

ne to present 1tacas¢bofmyoutoday-am11naummguptgo el ements Iﬁbﬁw :

euhmitfed to you during todsy's expose, I wish to state bu.'iaﬂy that the ciaim of

the Porish Govermment is basedie '

1) On the paramount desideratum to give satisfaction by way of restitution for
the 1osses suffered by Poland through the jooting of and remova) to Germeny of
Poiish goid. - = _

2) On com‘eta, c1ear nnd tmequiwcal abqigahhna and rights remutting frun ths
Declaration of Jamary 5, 1943, February 22, 1944, on the agreemants of !&12@
and Potsdam, on Part III of the Paris Reparations Agreement snd the Protocel
signed with us on Juiy 9thy 1949, as well as on other obligations undertaken | ,

| by the three Governmenis represenied by '_bha Camissisn, -»

3) gn the evidence submitied, which specifies the ciaim for  resbitution of
]38.738.5309 Kga. of gord 1ooted from Poland and wrongfully removed Ly Nazl
corsasy, _ n :

L) Om gsma:_[ pl‘incimu of interpretation and im;n ementation of internationay docur-
nents which roquiro and ca.i}_ for equity and 'jibm'q congtruction in this and

simitar cases,
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5) On the undeniable right and fact that among the gold found by the Oceupying
Author:ltien in' Western Gernany and recovered from third states, there is goid
100ted from Po1and. ~

6) On the :Eact that 'bhe retnaat[ te acknowjedge our c’yaim \mu’[d, apart from vio1a'hing
the prineipies emmsmted a'bove, constitute an undue emrichment of a thisd
5tat¢atthacxponuorh15nd. It was rightly statodthatthnﬂnitaﬂﬂa.tiom
documents on restitution roiterage the historical, moral__and legal principie,
that neither the perec{n who gteals, nor the one who may later come into the
possesgion of Em goods, hcnestly reoefws-.the titis, _

In order to fulty aatisfy this principie in its both positive and negative
aspect, we mst-inaist on the refusa) to sanction joobing and the imperative commaend
to restore the looted property to those who were deprived of it
I am at the end of my conaideration, but before concluding, I am bourd to go
back to the letter of the Comission of Juy 27, 1950. The Poilsh Covernment was
surprised by its short and brief statement, The Jetter doos not explain whether the ¢
Commission questions statemente of facE in tgnnaction with 'Ehs evidence submitted Ly
the Poyish Government, or the juridica) eancj,ﬁaion of the claim, No concrete iseue
na._ra.ised. mz_' additiong] information sought as to detaills to covar ths issne as a |
whole, The Pollsh Gozarnment is convinced thet having p&caméﬂ the case as a whole,
1t has made it, Showid, hoever, the Comnission harbyur any further doubts, I am
prepared, with the Flngnelel Efpm who has come fyom Warsaw this week, to answer ayy
2xm finaj quaétions you would 1ike to raise,

— Sty ——

I should not omly apprécia’c.e this, but I think the procedurs shouid realty follow

this 1ine, but before I sonctiude, I wish to reserve, lr. Chairman, for my se1f, the
right to make an additliona) statement before the conciusion of today's sesslon, |
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i FOREIGN SERVICE OF THE L ITED STAF
/ ‘SECURITY m I rioRrTr:ATR FOUGHE
10 Department of Su:? - ? 1 enclomure 200.6?41 Gold/lo-ll50
FROM : usmmm, m,mnm,mam ncﬁnhern,
REF lﬂ m ’
swm Mﬁm Maxs- Gold MNloeated to nmm

For Dept.
‘use only.

mT <

v

| EUR
B Ly o T T

O-u_z'H ZO~HO®|UOm X
]

The Seeretery General dnguives vhetber there woudd be
w,mfa:mgmmwuumum Qovermart, s

THIS IS NOT A PERMANENT RECORD COPY.
Retain in office files or destroy in accordance with security regulations. Reproduction of this message is not authorized.
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At (o e um 2

2 - Bruseels - 176
| FOR TRE PRSTTTVIION OF MONETAEY GOLD
T 1686 | 2204 aoptm. 1950,

To 3 The Cosmdsslomer of the Government
of the United Stwbes of America,
of the French Repullie. :
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I should be ummwmm-
Inow if there is sy ‘x’ Mr, Orlioc, verbally, that if
his wvery of the 51.4463 Egs these w41l de
delivered against ummmnammarm
Commiszion®s form of receipi. Imthtua-immm

betn signed there worlld be no neesswity, in case of a further delivery, to
have another waiwver signed.

(mwm)&4wmmm
Seoretary

Genexal,

JAN/AS,

COPIEDs USHEL; Set
10/11/58.
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COPY/fac,

OFFICE OF MILITARY GOVERNMENT FOR GERMANY ( US)
| 0ffice of the Finance Adviser
Foreign Exchange Depasitory Group.
APO 757,

17 August 19@9,""

Tripartite Commission
for the Restitution ef Monstary Gold

155, rue de 1la Loi
Brussels, Belgium,

ATIN : J.A, Watsen. " £, ©C/TUG. 903
- - 28 July 19489,

Gentlemen

In reference to the Yugoslavian gold cluu and doouments, forwarded
you by this office under date 15 July 1949, we received a viai.t today
from the follewing 1

Mr, Mate Topic
Counselor to the xhgollavhn
Military Mission in Berlin,

Mr, Tepic’s main 0 appeared te be to inquire into the presant
status of sbove claims, whereupon he was informed that they had been
referred to the Tripn.rtita Gold Commission for study and adjudieatien,

With speoiﬁ.o reference to claim No, 1701, he stated that the relative
gold bars, because of their low gold contents and alloy with silver,
could not be oonsidered in the category of monetary gold ; his meaning
being that, if the claim were allowed, full recovery to Yugoslavia
should bde mde to the extent these identical bars had been recovered.

“Mr, Topic stated further, his investigations in reference to Yugos-
lavian gold were continuing and that he had already obtained additional

documentary evidemce., It was suggested to him that any new evidence
in his possession, bearing on these claims, should be forwarded direct

to the Tripertite Gold Cemmission, as soon as possible.
Very truly yours,

FRANK J. ROBERT3
Aoting Chief

Tel : Frankfurt 7396, _ Foreign Exchange Depository
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Military Mission of the Federal People’s Republio
of Yugoslavia . M
to the Central Council for Germany i
Berlin, . ‘

18th August, 1949, - |

To Celonel J.A, WATSON
Secretary General

Tripartite Cenmission .
pour la Restitution de 1’0Or Monétaire

155, rue de la Loi
Bruxoll_o:.‘

Subjeot &t CC Yug 905

Yugoslav Claims Kr. 1701, 1703, 1705,

With reference to your letter to Mr. Ro b e r t s, Framkfurt, Bank der
deutschen Lander of July 28th, concerning the above mentioned Yugoslav
claims, I, autherized of the Govermment of P.P.R. of Yugoslavia, venture
to submit to you the following facts @

1. Concerning claim No, 1701 I state that the gold mentioned thers iz no

] monmetary gold as the bars contain less than S00/§000 of fine gold. It must

.,\
h

;
;

therefore be considered as industrial gold, which is totally subject to
restitution to Yugoslavia,

2, Concerning claim 1702 I state that the amount of gold menticned there
(161 kg) must be altered in 185 kg. I possess definitive doouments which
prove this fact, ,

. Oongerning oclaim 1703 I state that the amount ©f gold mentioned there
120 kg) must be altered in 245 kg as our documents prove.

4. I should like you to get knoledge of these doouments and therefore will
mset you in your effice r.l.thin the next fortnight when I shall come to
Bruxelles.

(Mate Topic)
Consular aukhorirised by the
Yugoslav Govermment,
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SUBJECT : Yugoslavian Restitutlion Claims

TO t Foreign Exchange Depmitory Group
Finance Division , OMGUS

APO 757
U3 Army.:

Attn : Mr, F.J, Roberts
1, There are enclosed herewith cepies of three claims submitted as

applications for restitution by the Pederal People’s Republic of Yugoslavia
as follows :

Yugoslavian
Qur Number Number ___ Description
U 840-v-H 1701 85 bars of gold
M-89R-Y-H 1703 161 kg monetary gold in 32 bags
M 892-Y-H 1703 120 kg gold monstary snd in bars

2, EBach of these claims allege# that the Amerioan Authorities took the geld
into custody and transported it to the Reichsbank in Frahkfurt/M.

3., Advice with respect to the processus of this claim is reguested.

3 Incls: a/s/ MH, Mo CORD
Chief
REPARATIONS AND RESTITUTION LIAISON OFFICRE
Reparatiens and Restitution Branch
Property Division, OMGUS
AFQ 757, US Army.,

Telephone Frankfurt 21249,

* 008842
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Box 22

ALGRTCAN BMBASSY
Rowe, Italy, July 19, 1948.

No. 1095
SECRST

SUBJICT: Agraomm Between Italy and Yugoalavia na@anung
Brueaela Gold Pool,

fac'd
Au&ugt 4 The Charge d*Affaires ad interim rofers to hls telegram No, 3030
< e . of July 15, 1948 concerning n reported agreamcut between Ibaly and
_ 3';.;‘“ ' mgoslavia for the cension to Italy for lire by Yugoslavia of thiwty
' b perecent of the gold received in satisfaction of its claim against
Italy wnder article 75 of the Italian Peace Treaty, and has the honor
e to report the receipt from the Italian Forelgn 0ffice of the I‘ollowing
Dé: - additional information concerning this matter:
Sob " the baais of Article 75, paragraph 8, Treaty of
CIA Peage, Yugoslavia has c]aimed from Italy 8, 8" 57 idlograns
of fine g&do .
1 . .
1-0-z "The same amount has been recognised by the Tripartite

o Commission of Bruvssels as due to Yugoslavia and sel aside
2318 - ;
in its favor,

"Italy has prosanted documents to the Tripartite Com-
mission of Brussels, claiming to owe Yugoala.via only 8,393
“ldlograms of fine gold.

_ "In the meantime, Yugoslavia and Italy have agreed on -
the latter figuro as satiafying in full and definitively
the claims for gold deriving from artiele 75, peragraph 8
of the Treaty of Peace in favor of Yugoslavia,

At the sanme time it has bean agreed that Yugoslavia
s ' - -wild code to Italy 3u percent of the 8,393 kilograms of
%, . fine gold and the countervalus in Italian lire will be used
C - by Yugoslavia for purchases in Italy within the framework of
the agreencnts in affect between the two countries.’

cc:  Amerlcan Lsbussy, Paris
Awerlcan Brlass;; Brussels
Arerican Enbassy, Belgrade

I;Fogartywm

Origlnal and hectograph
to the departaent
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I
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UiClus S IFILD o - «mariean Lrdassy, sondon .

Ho. 1565

July 1%, 1.948.

subject: Restitution of :‘onetary vold o Yugoslavia

Tre :lonoreble
The Secretury of Stats,
- viashington.

Sir:

I nuve the hionor to enclose copy of a letter
duted July 13, 1948 addressed to the iaubassy by .
i.. ITans .log, Counsclor of the ugoslav .aibussy in
Loncon, regerding the restitutiou of moratery gold.

It is understood tnat no Lurtner acsion in
sconnaction with this natter is reguired of this

e s Bart:.eit
Flrst Leoretary of lubasay

rmbeusy.
hespeotfully yours,
For the .mbassado::
unel2enee:

1, OCopy of letter dated
July 13, 1948,

Copliis to Brussels, Belgrade and Lome

Seut to the Lepurtment in original end h<otograph

UbiCLALSIFIED
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1. Fot olesr te Dept vhether remalining lots sensisting eubstandard
bars and ssrap Believed %o adout squal valwe of esins vill remain
Lendon oF vill be seat on W NY, Depdnding wpen selution sbove
questien 1t might de ushessssary ask US Nil Gov osmpletiem Yuge
2ot aside st thls fime vhen Dalanes geld trensfer immiseat er
already under wey (URTEL 1099, May 29).
2. 1o epinien DPept Treas m asids Mnm m 1009, ¥ay 29,
Landen Pretossi Des 18, mvmmhntwucmmu.
sertain smeunt of partimslar gold Tor Yuge assount. Thus sarsarking
ia BY rurﬁmmm of geld wmetedy socount i favor Tuge at
Bank of Ingland would apjesr te satiefy obligation.
| Therefere, re last sentenes pare 3a UREFTEL 1t is Bet questiened
whesher gold should Be semd NY or London te meet Gesmission's ablige-
tien Wt dependiag upen whether it is cent §T or Lenden, prastices
. of partisular institution weuld Bave $o be abserved and interested
" parties should thereafSer be informed by letter.
Por

S ErApERTEs o
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Tor your info, practice of earmarkiag at NY Ped wvhieh io
eonsidered Dy Pod %0 be the ouly genmine form of earmarking
involves physical separation of gold in question under label
of countyy in whese mame sarmarked; sonsequenily subsiandard bars
and geiss would be asesptedble fer sarmarking, Ae you may know
during var Bask of Ingland abendened ertbodex sermarking eystés
except vith respest %o osins and substituted gold ewetody nossuns
ayeten under whieh & eredis for s certain smeunt of gold is
setabliched on is Dosks in faver of depositor while subjest gelk
is phyeioally merged vith al)l other gold held im ssbjeet sscommt
for ether foreign governmsnts asd other bank sustomers; consequently
gold bars have to comferm 3o esrtels standards sstebiished by Bemk
of England and if gold does Bet comforn vith suoh stamdarde Bask of

 England veuld have Bare refined 1a Lenten at expense of depesiter,

Dept dees net partiocularly mm %0 bave Toge set aside
dspesited in NT for partionlsr reasons. Of ooures Ped Res WY
prepared %o reoeive asy reshijment of gold ineluding gold cedns

sither by Commission or by individual recipients of allocations
Raving gold asosunts st Fod Res. | |

.a‘:. Paya 3B UREPTEL. While ne epeeifis mxmumu
Italy re silver 1m allsy bars Dept 434 invite Ital file restimutien
claim therefor in AnZens Sersany; henoe any dispesitien materially
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" TRIPARTITE COMMISSION
FOR THE
RESTITUTION OF MONETARY GQOLD

Brugsels, Belgium

HESTRICTED | | February 12, 1948
No. 286

The Honorable

Rag?

oh d26 The Secretary of State,
: "Washington, D. C.

(‘1!—1 \r

‘)1,11) “Sirs

= ¥ - I have the honor to enclose for the information of the Division

I of Occupied areas Economic Affairs, the Division of Financial Aiffairs

N and other appropriate officers of the Department photostatic copies

of Minutes relating to the handing over to the Bank of Italy of an

amount of gold bars, already comprised in the weight of 8,329.8982

0=0=1 indicated in the Italian reply concerning gold received from Yugoslavia,

"7 and list and photostatic copies of Minutes relating to the delivery to

the Bank of Italy of gold coins of a fine weight of 63.3299 kgs to be
added to the weight of Yugoslav gold received by the Bank of Italy.

Respectfully yours,

Russell H. Dorr
Chairman and U.S5. Commissioner,
Tripartite Commission for the Restltution
of Monetary Gold

Enclosure:

As stated.

* Original and ozalid to Department.

RHDorr/kar

o : 208849
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AMBASCIATA D’ ITALIA | .
.‘/M'&‘* ﬁ/blf“f—g WASHINGTON, D. C. . |
] OF&T : December 2§, 1947

DEO

Wy ‘5‘:“;
M!ar Mr. McGuire:

I told you a few days ago that Mr., Fletcher had
asked me whether the Yugoslav authorities had approached
the Itallan Government directly for the restlitution of
their gold from Italye. _

While my letter to Rome was already on 1ts way
T received a communication from the Ministry of Forelgn
Affairs, which indicates that sald Ministry of Fotelgn
Affairs had received on Kovember 12 a note verbale in
which the Yugoslav Legat n In ‘ mme =~
dia'crmmm STEV HS _,gry goldKIh poessesilon
o -t E ™ T T I Y "‘rnment ‘on the basls of the provisions
contained in article 75 No. 8 of the Treaty of Peace with
Italye In such note the Yugoslav ILegation has summarized
the circumstances under which, according to them, the gold
has come into the possession of the Itallan Government, -

Such Yugoslav request places the question on the
basis of direct negotlations between the two countries in-
dependently from the proceedings of the Tripartite Brussels
Commiss fon, -

T shall be very grateful if you would find it pos~ -
sible to inform this Embassy whether the Yugoslav Govern=-
ment has taken any steps with the aforesaid Tripartite
Commission, in relation to their claim for the gold in
question, I shall appreclate such information in order
to know whether the sald Yugoslav Government has filed
its claim for the same purpose through two different chan~
nels,. . _ _

Thanking you very much for your kind interest 1n '
the matter, I remailn,

Yours very sincerely,
- | . - G, /
1 Tkaea

Mr, Paul F, McGulre,
Division of Financial Affalrs
Department of State ‘

washington, D.C. / / .
bhecotrr Mo oo
/) M,& (o m/{wh );M\{KM) : ; ’L" g
PR ¢/ 1ty @ Kvﬂ.’»m Jf)»”‘ &&gﬂ) Bt a??"'" At f« .
(v catble b | e wfbig, SHeV Vel f;‘,c_j
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C"TRIPARTITE COMMISSION
‘ FOR THE
RESTIPUTION OF MONETARY GOLD

Brussels, June 2, 1947

 RESTRICTED

No. 145

. The Honorable

The Secretary of State,
itashington, D. C.
Sire
I have the honer tc enclose for the information of the bivision
of OQerman and Austrian Economic Affairs and other appropriate
officers of the Deﬁartment the answer feé;ived today from the

Federative Peoplets Republic of Yugoslavia in response to the

 Questionnaire issued by'the Tripartite Commssion for the Restitution
of Honetary Gold. | |

It will be observed that this answer raises some extremely
nice questiona of law, Yugoslavia has claimed for gold which was or
might have bean produced during the periéd‘of the occupation as a
by-product of produetion of copper at the iines de Bor. The baaia

for the claim ia essentially that had there been no occupation, Mines

~ de Bor,would have been compelled to offer such gold to the National

Bank of Yugoslavis under a decree of August 10, 193L. Had such offer
been made, the implication of the Yugoslavian answer is that it would
have been aécepted and, in tﬁat evént, the gold would have becoms a .
part of the monetary reserve of Yugoslavia.

Since the Yugoeslavian decree apparentiy provided only that the
gold should bs offered to the Nétional Bank, at least once a month,
presumably it did not become a part of the monetary reserves until the

offer was accepted. On the other hand, it does appear obvious that

in ..

208851
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¢ in practice such offers always were and would have been accaepted.
7 . The Tripartite Commission for the Restitution of Monetary Gold is,
therefare, ‘faced with the necos_sity of deciding whether Yugoslavia

is entitled to include in her claims for restitution; not only the
gold which she actually lost from her monetary reserves, but the gold
which ‘she would have added to such reserves had the (erman occupation
not occwrred, It can, of coursu; be argued that there is no mﬁre reason
to consider putative addit-iom to a eomtrsr's gbld reserve through
mining than through other esonomic activities which might lead to a favore
able balanece of trade and hence to impor‘u of gold. The Yugoslmu can,
 however, point to a bro—«ar record of gold receipts from this source
and contend that there was nothing speculative about their prospects
of adding such gold to their reserves.

Any legal advice and policy fnstruotions which the Department
has to offer will be welcoms,

I also have the honor to enclose copies of the Minutes of the
first three Mestings of the Goidlcomiuion. Minutes of the fourth
Mesting are under correction and irill bas forwarded shortly,

Respectiully yours,

s Russell H. Dorr
Chairman, Tripartite Commission
FPor the Restitution of Monetary Gold

Enclosures;
1. Answer dated May 8, 1947 from the Foderative People's
Republic of !ugoslavia in rosponn to Quastionnaire by
the Gold comiuion.

2, Copies of Minutes of first three Meetings of the OGold
comm.uion.

RHDorr /kar
(5riy.na1 and osalid to Department,




i

M

—&UCED AT THE NATIONAL ARCHIVES - -?—F‘ T .FCLA S Sﬁgb ?I

e ©g  SNCEY oy

Aumom
{S~23 4S5~ A
|
1 -

:. -t
!
[
o  gmonse

N /Abm-m-hmumum

m-&wrmm)nmam. cmm&.mu. Pant,
0SS, pawis, Cana o,

and | Ser 23), m*-:mumdtm

mmnmmuwmﬂum
_mmmmmwmmmm
umnmm o
- 9 mmuuﬁmm
e Polish elaim. wwm&mmu»

Lt
A

nmm\ i 3/15/48

208853



|
-~

‘ T
;WUCED AT THE NATIONAL ARCHIVES M
: .

LS9 4S~-C A
>9) b59Y

J ‘p‘:" nﬂ,r‘ > rsm—— '} O "i‘uﬁ

INCOMING TELEGRAM - ==

DEPARTMENT OF STATE—DIVISION OF COMMUNICATIONS AND RECORDS - TELEGRAPH BRANCH
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SECRET
OFD '
Caontrol 7562

Rec'd November 26, 1947
4:02 p.m.

FROM: Brussels

TO:1 . Seoretary of State

NO:  1B4T, November 25, 7 p.m.
FN FROM DASPIT.

1. Received from UK Commissioner following statement re
position Danzig claim:"..... I agree that a ciaim for the
amount shown in the accounts of the Bank of Danzig (rot
that amount claimed bty Poland) appears to be a valid’
claim against the golid pool. There seems no doubt that
this gold was looted or wrongfully removed by Germany
from the Bank of Danzig when Germany occupled that
territory. At the same time I am not at present able to
concede that the Govermment of Poland has a right to
present the claim. .

It is first necessary for Poland to sign a protocol
admitting her to participation in the poeol. It is
probably also neceasary for the Council of Foreign
Ministers officially to determine the de Jure status
of Danzig in respect of Poland, even though the de facto
situation 1s clear enough. Depending upon the form of
words used by the Counoil of Foreign Ministers in
publishing their decision may reside a solution to the,
problem. If however the decision of the Council of
Fore Ministers takes a certain form, it i1s possible
that further consideretion will have tc be given as to

what existing soverdlgl authority or authorities have

the legal right to present to the Commission a claim on
behalf of the Danzig gold and to receive the corresponding
share of the pool. Meanwhile, however, it is owr opinion
that Poland has at present no right to claim this gold".

Would -
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-2- #1847, November 25, 7 p.m.'ffom Brussels
Would appreciate Department's views this matter.

2. Although no ochange made in Commission's tentative
decision approve Austrian oclaim 16628 kgs transfer
through BIS reported MYTEL 1812 November 18 now clear
Prench will insist payment this oclaim be reduced dy .
full amount 4,3 tons Salsburg gold. This aotion oclearly
violation agreement of French Commissioner at meeting
October 3 reported paragraph two Dorr's 15430 Ootober

5 to Department. I will make strong statement for reoord:
when question again raised in Commission, probably end
this week, arguing that decision Commission October 3
classified this amount as possibly valid alaim and that
in absence additional data or Jjustification cannct agree
to change ir decision. However in view inadequacy data
80 far received from Austria and adbility French block all
* further transfers Austria do not consider time appropriate
for showdown. UY Commissioner maintains position this
matter primecrily concern US, France with his govermnment
accepting any reasonable solution.

3. -Awaiting Depsartment ‘s decision re disallowance
Luxembourg claim Pescatore Fourndation raised paragraph
eight (E) reference telegram.

MILLARD -

DES : SR _ _
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not be seen what nationality the former owner had. Assuming that

he was not a Dutch egitisen be might still have a compensation
claim against the Netherlands and certainly s eompensation claim
against Germany., I am afraid however, I have to agree with you

“that the latter is not worth msuch.

I sn aware that on the surface the few existing cases of
private individuals whose gold holdings have been seised by the
fagis aren't well taken care of; however, it must ke borne in
mind that these holdings were illegal in most ocases under the
particular individuals domeatic pre-Nasl laws; private gold
holdings are illegal in the US since 1954, Prevalling economie
theory also holds that for the general good gold belongs in
w“entral bdenks and should not go into privaete hoardings.

For all these reasonsg it was agreed between the Tripartite
Governments that all monetary gold reccovered in Germany sand from
thipd countries shall be paoh?md édlstributed among vietimised
countries after admission of thelr claims by the Gold Commission.
The procedure 1s based on the old Roman lex % Qe Jas
which deels with the division of sslvaged goods among vietims
of a8 maritime dissster, -
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SUBJECT: «EMqun Looted in the Netherlands.
eaBct: Frivate Godd Holdtngs Looted in the dotierlania.
o tion I should 1like to
'%m SeRaevnss forwardizy
.—'ﬂ"ﬁ LY 18 L aave rccuvad fmu

From the --nlh I herewith return to ie ecan
not de seen what national the former owner had, g that
he was not a Dutch oitizsem be might still have & compensation
olaim against the Netherlands and certeinly & compensation claim
against Germeny. I am afraid however, 1 have to agree with you
thet the latter is not worth much.

I s aware that on the surface the few existing cases of
privnto 1ndiv1c’mtlo whose gold holdings have been seized 5y the
Nazgis aren't well taken ecare of; however, it must be borne in
mind that these holdings were 1{10531 in most ocases under the
particular individuals domestic pre-iasl laws; private gold
holdings are illegal in the US since 1934. Prevalling economisc
theory also holds that for the general good gold belongs in
Gentral bdanks and should not go into private hoardings.

For all these reasons it was agreed between the ITripartite
Governments that all monetary gold recovered in Germany and from
third countries shall de pooled and distributed among vietimised
countries after admission of their claims by the Gold Commission.
The procedure 1s based on the old Roman lex Rhodea de Jfaotu
whish deals with the division of salvaged goods mng vietins
of e maritime digsster,.
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BE: Claim of David Goldmann to Gold Confisgated by the Nasis.

With respect te a claim for gaold ®looted® from a former
Csechoslovak citizen, now an American citiaen, the following seems
to be the case. He was & resident of Austria bub fled when the Germans
irvaded the soumtes. (B 6% Ke gold in & satelda i Vienon agmbs
mant where it was found and confisgated by the Oestapo in 1940 (See
Vienna Despatch No. 428, Septe 15, 1949). o

The possession of gold in Austria was in no way different
from the possession o.f other waluable commoditiess Ths claimant
should address himself through the regular mails to the Minister
of Finance in Austria with the request that his claim be considered
under the restitution laws in Austrias The Austrian Government has
enacted soven mach lalli te protect the intersstd of those whia hawe
suffered fram loss of property or inﬁerest.s in connection with Nasi
aggression, We bave been infoawed by the US Legation in Austria ﬁhat
clains addressed to the Austrian Govermment are receiving at present
prompt and adequate atteantion.

A reply along thoss lines while not likely to give great
satisfaction to a claimant represents the maxkmwm that me can
properly say in such a case. The earlier mtom:np referring to
the sustrian Treaty (See Vienns Despatch No. 428, Sept. 15, 1949)
1s one which was used for a tims bub has not been appropriate for
many months. If there were to be an Austrian Treaty, it would provide
only treatment equivalent to that applicable to 'tk fmelban netionals.

Thers 18 no likeslihood that the Austrian Government will
distribute wnder any condition any part of the gold which it has received
from the ®*gold pot®, Perhaps some reference to thia‘fact with an
appropriate statement that the Austrian Goverrment policy is dictated by
emergancy condibions i resetenstion neeh #ould make the Tespeme
to Mr. Goldmann seem more reasonable.

Any farther speeisl commenmt on gold would have o be fownd
in Mr. Fletcher's filea. () 8'863

(Pistated im sehstance by ELDullss 7-19-50)img

4 2n telephone)
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- exclusively on the terms of the Austrian Treaty

text of the Treaty will contaln a clause compelling
- Austris to Indemnify Allled Nations nationals for

.. country for which they have no redress under present
. legislation in Austrla,
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»eﬂ1ﬁf\ THE_FOREICN SERVICE
NO. 428 UNITED STATES OF AMERICA
UNCLASSIFIED -~ ~ . " ... . AMERICAN LEGATION
‘ | Yienna,{, Austria, Septembor ‘15, 1949.
SUBJECT:  Claim of David GOLDMAN to gold confiscated

by the Nazis. _ \
, S| LR R : .é;:_

G '
]
bt} .

THE SEGRETARY OF STATE
WASHINGTON
SIR:

I have the honor to refer to the Department's
Instruction No. 94, of July 27, 1949, regarding

~certaln gold bars and nugets of whick Ms, David GOLDMAN

was deprived by the Nazls, who selzed the gold an&
transferred 1t to the German Reichsbank, «.:

The mattor was discussed with Mr. Goldman, who 1s
at present on a visit in Vienna, and with his local
attorney, Dr. Ernst Loew., Under the present Austrian
restitution laws Mr, Goldman can not advance a claim
agalnst the Austrian Government nor does the Legation
know of the existence of any iInternational agreement
on which Mr, Goldman could base his claim against the
Augtrien Government,

Mr. Goldman states that at the time of the
G&rman ogeupation of Austria he was a Czechoslovak
citizen, and that up to March 12, 1938, he was a
resident of Austria but fled when the Germans invaded
the country. He left his gold in a safe 1n his Vienna
apartment where it was found and confiscated by the

Gestapo 1in 1940,
.-"-‘—”‘\ . ‘.\

Under previously existing Austrian law the \\y
possession of gold bars, nugetw and Austrian gold \
coins was not illegal; restrictions existed merely N
regarding the sale, transfer or export of such gold. Y

In the Legation's opinion 1t will depend

whether Mr, Goldman will have a valid clalm against
Austria 1.e, that it will depend whether the flnal

losses sustained during the German occupation of this

V4 Vi
~Mp4 Goldman

UNCLASSIFIED e
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Mr, Goldman explained that the reason why he was

so anxlious to establish his claim already now was, that
ag Tapr ‘ag he knows, the United States 1s at ‘Prewent '

8t111 In possession of the gold it seized in Germgny

after the war and therefore 1idesmrpositior'to dlssposeof 15, 1745,

1t in favor of such of its nationals as were deprived
of thalr gold halidd mgs by ‘the:Nazle, to .o ¢ conlfacated
Under the gi#én.circumstances the Legation seos
no way of approaching the Austrlan Government 1in regard
to Mr, Goldman's claim because in the absence of any
Iegal basds or authorization the Austrian Government
would not be iIn a position to consider the claim,
THE SoCHETARY FSATE
Respectfully yours,

‘ For the Minister:
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T0: L = ¥r. Phleger DATEs Vay 7, 1953,

. . :
Peasibly other elaimmnts whe had lost gold durimg the war weuwld

vbat ve had done and request similar treatssnt. These are censequenses
wbish it seems desirahle that wve sheuld aveid,

Assurdingly, I reccamend that you sead the letter, as reirafted,
to the Under Seervetary far nigasture.

Adttashnent:

Letiar % The Nescrahle
Jehn W, NeCormesk

' § e . ;“', 7 T “_/{i M/zy Ara MMMM s g
S edn i ] , S .,v:m.. e - , . - ,,’ .
73 o "-E R[’ "(_,(J e ("'W{’ Y weeltd [0 T i k
) - ' WL Lidaivivk 13 5 et bl A " A f‘ ) J7 -
15%3 = - - b T



http:J).JIU't.at

BiSBuceo ar nernown omes | 77 UCLLASSIFIED

[ Au:ho;ieﬂ"_ D‘%Mk i
.E{:LZ NARA Dats £/ |

(QG—J;? Tl -
f> >3~ 59-26-59 -
Lox (apus B 23

S e s

Y = (ha. Feleba, -
SRR /2, <] ool Cawe,
P ¥

he you i@t siresdy kmow Italy has sppealed the Arhitral
and has flled, I beliows on the vary last day e

:

L2 » an appiiestion with the International Cowrt of Justies, ian

conferwity with the Vashington igresmeat of April 25, 1951, requesting
that the guld be delivered to Italy,

T ek mWthm-ni.nwmt;ﬁww&DE&Mm
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What sre your summer plans? I imberd to take a real long vacaiios

| (duly-ingnst), my first in eloven years, since I sm very
to use up ecme of my sscusmisted leave,
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00,6241 Gold/8-1152
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| h a : ——\—_ﬁuo | _ . | U’/ 1
: THE DEPARTMENT OF STATE, WASHINGTON. ~ M} _._W
Wﬁs Nﬁ. Augnst 4, 1952

ACTION DEPT.

ForDept. | B _BEP EUR GER _ m_nu__x.__

Use Only | REC'D . OTHER

el | ADG 16 COMM MEA OAP L
SUBJECT:  Tpdpartite Gold Comnission ~ (Doutsch Gm)

omZ~

r In oxder to oln'uy the situation reprﬁng possible 1dent$ﬁcat$mx in the
Gold Pool of sertain gold bars =nd gold coins ¢laimed to be the property of a pri-
vaty individual named Deutsch amd the subject of & recent Liechtenstein note trems-
ndtted through the Sudes Government to the three Member Governments, it may be
hmmmtawmuppdmmammuvmm
to the Semnission by the Ambassador at Paris, Jenuery 16, 1950, It will be
shasrved that this Note ammtains what has apparently been referred to in various
quarters as a "list" of the soins and bars claimed in this case, Howewer, as will
be resdily observed, this iz not a 1list in the sense of detail vhich enables anmy

- identilisetion to be made,  This is the only list which is in the possession of
mmwmm&mroMamrMMbymm Farthermore, !

of the Seoretary Gemeral bdwing the reply that this is the only list of emy kind in
thopmdmeft&nﬂuﬂindaﬂnmtudﬁlaih ' .

As indicated in ny telegram No. 1756, May 26, 1952, a check will be mede

against the Qommdsmion reoerd of gold included im the Fool if bar merkings esn
be obtained or any other identification either of the bars or the eoins
to meke any susch - ;

by Bautsch, It is etemae,imudhlt
tianmtkumamilahl.

} Wasiee ; :
.wm«ummumamm«nmwmumgn
v ef the Commismion. Presumebly any such statements which have bemn made
would dave referred to the fact that without some idemtification merks or other
_ aultmm.ﬂm,hwbnmmmmm. MMmﬁw

Enelssures ‘ mmhmum
- Restitution of Monetery Gold.

 HSFexsSeth- : : SECURITY INIORMATE0N
’  REPORTER ;

INFORMATION COPY.
Retain In divisional flles or destrey in accordance with security regulations

~
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o ' STATE—WAI—NAVY COORDINATING COMMITTEE }
R - . J

; . CISION OV SWNCC 556
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DEF;\ITIOW OF NON-MONETARY GOLD PURSUANT TO ARTIGLE 8
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4
:

R PROBLEM R

1? 1, To 1ssus jnetructiona to the U. g. Gommanders in the

Enropeen Theater with reepeot to the. execution of that part ,
.- of Article 8 of.thé Paris Agreement on Beparations whieh provided
| for the use of allnon-monetary gold found by Allied Armed

:“Forces in Germany %or the rehabilitatlon and resettlement of
. - | ; ,
v;;nonurepatriable~viét1ms or German aotion.

i

) o R s
g3 . 2. Article 8|of the Parie Agreement on Beparations

. exeouted January l%, 1946 provided 1nter alia. §
‘"In'recognition of the faet that large numbers of pereons

.- . have suffered heavily at the hands of the. Nazis and .now

! gtand in dire|need of aid to promote their rehabilitation

P but will be unable to claim the aselstance of;eny govern-

- ment receiving reparation from Germany, the Governments -

. of the pnited States of America, France, the United
Kingdom, Gzechoelevakia and. Yugoslavia, in coneultetion :
with the Inter-Governmental Committee on Refugees, shell»
as soon as péssiole work out in common agreement a plan
on the following general lines.' . §

o - Ae | A ehare or reparation consieting of all ‘the non--
““@ L monetarny gold found by the Allied Armed Forces in Germany -
E5. AT R ;,.shall be allocated for the rehabilitation and resetule-,'

‘ ‘ment of non~repatriab1e vietims of German actlon.n « .

il Be Pu“suant %o the foregoing Agreement there.was executed |
&

:won'June 4, 1946 th Five Power Agreement which provided 1nter

| .
. alia. z' | !
l
"The. Inter,gevernmental Committee on" Refugees or ite
succegsor orgenization 1s hereby authorized to take
title from the: appropriate authorities to allr*non—‘j ,
monetary gold' found by the Allies in Germany jand - to - -
take such steps as may be needed to liquidate :these 4
,aseete]as premptly as possiblg, due consi&eratien belng
v ‘given to seeure ‘the highest poesible realizable value S
| : ‘ | :

1 ~

The propoaed dlrective wae eent to CG, USFET ana to

G, USFA, for~eomm=nt. The reply of OMGUS (cc 4770 October I -

‘~'=t*2"1946) is annexed hereto es Appendix "B” : The reply Of USFA% o

(P 3667, SeptemberZ? 1946) is annexed hereto as Appendix “G“ J;*?
e oL I V i ‘ _ f ‘ : :
= ] o FEE . -
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5. It is the. op!.nj.on of tha Department of State that
3U.S.‘pqlicy should. favor the broadest possible 1nterpretation
'laf the obligation assumed by the signatories under Article 8

of the Parils Reparationa Agreement and that a liberal inter-

;pretation~should1be§given in the definition of ”nonnmonetary

. gold", To thé'extent that assets oan be realized rrom this
D o , '
.. gource, the harden upon the Government of the United States in

f donneotion'wﬁth_theffinancing of rehabilitation and resettlementA

;'problems'will.be diminished. N - o §
i 6; ‘The’draft aireotive accordingly departs somewhat from

the Agreements, out is very close to the
: |

4
,fthe preclse terms ﬁ%
known intention, wh} was to ‘make available those valuables .
I .
C

R

gseized'from Nazj vi tim ms Which were not capable of being

restituted to theirfowners. The directive 13 broader than the

:Agréement in apply i to other areas-in addition to;Germany~

5‘and in indluding valuablesother than gold-'it is narrower ohan

the Agreement in 1111t1ng the eource of - the assets to loot
m

seized or obtained under duress from«Nazi victima wqich eanngt ‘

‘be restituted, .

. |
| e

€

|
. |
7 Bot%‘OMGU°3and USFA have concurred in the éropdaed‘
. directive. Although specifically requested in WARXW98112

{Forwarded A£pendix‘"A“ for comment) to make‘any speclfic
~_proposals for amendment which they may conaider advisaole,

|
[ o ' ]
i - nelther made any awggestions. |

GONGLUSION

.- 8. The éroposed directive in Appendix ”A“ ‘shou l& be 1ssued'
I‘ L - LR
i to GG,USFET‘anﬁ CG,;USFA, by the Joint Ghiefs of Staff.,

b ‘ B A . |

i R
IR | <Rmcommwzxou b
%) . ]

| r .
9‘, It 1s reorymended that, after approval by SWNGG* ‘the

| Joint Ghiefs of staff be requested ir they have no | objection .;”
;Efrom a m;litary point of view, to dispatch to GG USFET and to fff
o ?CG; USFA,.the direcmive annexed hereto aa Appendix "A“
IR - o o L : . N :
) WNGC_336 I A-'2“~ 5 7': ‘.’.A" Enclosure‘
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APPENDIX "A" S B

PROPOSED DRAFT, DISECTIVE TO CG, USFET, AND GG, USFA
=0 DEFINITION OF NON-IDNETARY GOLD PURSUANT
To ARTICLE & OF THE PARIS REPanATIONS AGRESIENT

'l. You will make available on demand to duly accredited

. representative of IGGR all valuable personal prope;ty which

; reeresents loot seized or ‘obtained under duress from politioal

,f raclal or re;igieus victime of Nazi Govt or 1ts Statellite

5f Govts; erﬁnetionalsethereof which was or may hereafﬁervbe
found, seiae&ior'cjnfiecated by USWET orbby ibcélfa?thoritiee
' acting under direcﬁion or control of Ue Force ,jsubﬁ te fol
B canditions.: f 'f~ ' f - ':- : - 'v', ﬁ,‘. “

gga , :f o A; - That. Jroperty cannot be restituﬁed to Govt

. pursuant to hRX 85965 November 1945 (ewmcc 204/2) and
WARX 99226 Narch 1946 (SWRCC 204/5) amended and

modified by ngtrol Gouncil action becduse determination :
of national ogigin ls impractical - - ;

. L
. . Be That aroperty cannot be restituted to‘lawful

i

ownere under - awa in force in plaoe whe e preeently

o , |
? found either becauee lawful owner hae died or Feased

_‘er—-

L - to exiet with ut 1egal successor or oeceuse determinatlon

A

b

‘of individual ownerehip is 1mpractical g
L - .C. That ownership inuereets in real property

y ~ located in Germany and German currency or instruments
' |

éj ~of exchange.payable 1n~uerman'currency will be excepted.f"

Dg' That Jewieh books,_manuecripte and literature
of oultufal;or religiaus 1mportance will be’ exeepted
of puweuant to separate dLrectiveL

&%etailedlinventory and tentative eareed -

valuation ?111‘59 made of preﬁerty'subj to tranefer :

aﬁd:dispesed

' E, That

%o IGCR hefeunder .and transfer will beimade upon

o o : .

signing ef joint 1nventoryuwhich,ehall be madeipart~
‘ | . 4 T L

of recelpt, | ‘ , e i :::_l
‘ , . A |

o+

. SWNCC 336 AR S'~i< j7 - Appendix “A"
| L ' RESTRICTED |




o par 1l of this direé
. 1tems of furniturel.

., emall intrinslic value and to include any such itemeiofvuncommOn.

- parison with value
. will be coneiaered
©. be meﬂe available to IGCR unless- available evidencei

P be neceeeery to exeeute_this directive prqmptly and effectively.

. forelgn

‘and Jeu may &dvise
. you are doing so pﬁ

} in subseribing to Parie Agreement on reparations. '

" value.,

. pursuant to par 1 %ubper A and B of this. directive regard chall

18 to eontrary.

ﬁ'\n

. DCCLﬁSSIrICD Q b _
e féiuﬁon:yf'IIO?é&/OL

T
P2~ 59-926~59

7d

NARA Da!

&* 95‘

14&445? C“sf_ QZKD 'S

" 2. You will

be removed from &ermany and Austria or. to be
| oo

can be made

4

payment

foreign currency,
exchange,

from by IGCR..

3. You will é

. disposition of whien is reserved to Control Council.

4.

?

In determin

be had to extent of

Expressioh

:ef property.

T s o »\__.M.‘

imw

permit property transferred hereunder to

?sold therein ir

outside Germany or Austria in acceptable

hotwithetending any laws for control of

|
|

to end that meximum»Value be obtalned there~

|
f

I

eek to obtain Ceptrel Couneil Agreement to

& disp081tion pursuant to terms of this dir eetive of any property

Even

. prior to such agreement you will neverthelese execute directive

to*her repreeentatives of Gontrol auth that

rsuent to obligetion aeeumed by your Govt

{-
{
i

"Vaieeble;personel property" es%used in
tive shall be interpreted t0<ekciude>ordinaryiu

clothing and other personal proberty of

ation of'impraotieality of identification

commingling with other property and

'difficulty and expense of determinetion of ownership in oom~

All property, as defined herein

as falllng within this directive and.- will

clearly '

Ye% will establish eueh adm | mechinery as may

|
|
:
5

!
I
1
!

|

i

i

1

|

[

§

* b

-4 -
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From: OMGUS Berlin|

|\Germany signed Clay -

'To:.  War Department for WDSCA ES x ;
. ] | |
. 'Info: CG USFA Vienna; CG USFET Frankfurt |
- lwer o 4770~ |

i2 Ootober 1946
1

:
H

Reurad WX 9811

i
i

)

Se

‘We are 1n‘agreement regarding]urgenoy

. ‘of problenm and prepe*ed to implement program %1ong linee

X 1ndioeted a8 soon asg
. ;Out that:

i

1. Proposed a1

pe rsonal property wn

; restitution ou"posee
since items of "unco

;'direot1Ve-are those

‘we anuioipate diffio

made avaj,le.ble IGGR.'; )

I

possible, However we wodld wieh to point

.k
i
!

rective indicates that only available

iob s not poseibly restitutable will be
Sinoe identifioation property for

1s difficult and time—oonsumingltaek and

omon value“ eingled out Para (4)\pr0poeed

nost likely to prove ultimately 1dent1fiable,

11ty in transferring the entire available

amount in the near future. “Detaile& 1nventory" mentioned

IGCR 1is to beneflt.

gnhioh would be taken

para

. Para (1) E proposed |

held, Estimate that
oomplete tesk. Ae o

' we propoae to treat

i
|
|
I

oontrol of subetanti

2
(2)

No foreign

t

I 1
; Therefore
k
:oomplioutions likelyﬁ

;et tnis time, such s

| SWIOC 336

direotive now in. progrees

where bulk of . property !

foreign exohange

n questlon-is

depository Frankfurtf

it aoooroing your: draft di

.ls discovered and taken under oontrolo

g

Tout of Germany,

it will requlre approximately one year to

p non~rest1tutable loot held by indlviduale

reotiVe when 1t

However dlsoovery and

al emounts will require some time.

i
|
i

exohangetis avallab1e~f0r§purpoee indicated

|

:eeles'Would-have.to be to foreigners 1if

<jin'1nterests ofnavoidingnanyAun&esirablo

arise from new foreign 1nvestment in Germany

les ehould be confined to movable property

' Apbendix g o

208882
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. qualification that

‘f lnolude maJority of

- restitutable loot,

' Laender and Provinzen in which they are locat
. of in accordance inetruotione of Zone Command

" of Eeioh>propertie;

' irrespective of or:

committee at meeting EB~August agreedfio prin

. certain exceptions

«oooperativee, and eeproved political parties‘

L i

3. Referencepara (3) proposed directiv,

i Authorty WD ‘OL ' i f g‘é’“z?_%,;i < Cob
By '1rtAeaor@Q§ﬁ?;" om0
ReS"le . Eo . L™ Canus B:‘(P' 351..}

R
e. Goordinafing

ciple that with.
|

Nazi Party properties of m

111tar$ and para -

militvary organizations‘shall be transferred to deernmehts of

which do not fall within

still reserved to ﬂFntroi Council,

4. Detailed exceptions to Nazi Party pr

. be subject to‘diepdeition of Zone Commeneer £

purposes proposed 1n reference cable:

A. Propeﬁties clalmed for restituti
|

B. ?ropeltiee subject to reparations,

‘ C. Properties of former enemy state
dispoe;tion-ie reserved'to Control Gounoil.

.D. 'Former properties of religious i

E Property used for Allied Forces;

i

5. In thelintereste of complying with ¥

ed, to ‘be disposed'
ers. Dispositlon

these categories .

1
opertv’waich w1ll

ollow,‘with

|
any 1ooted non - reetitutable properties
gin are considered b} Us Available for

on, or with

!

; respect to which reasonable chance‘eueh claims will(be advanced.

i
I
s, whose

|-
§

F ,

nstitutlons,

|

our deeires we

' are prepared to turn over shortly all SS loot which’a pears to

é name of ueichsbank
L= will not recognize
L avallable upon - your

" restluutable Nazi pPOPertY’

- SWNGC 336

|

offer 1little ohanoe of belng restituted.

Since a large part

hae‘already been m,lted down or made untraoeable, this will

_____=_V

58 loot,

mominal transfer from SS,

|
caches ofjjewelry

Cr-IN 687 ° (5 oct 46)

RESTRICTED

Although now formally held in

;or‘Reioh Government, rather than}SS, we

and will make

|
!

directive to Zone Commander a8 non -

|
Ouher Nazi Party loot,.including
as discovered and determined to be un -

,w111 be preated in similar manner.

End. |
I
em%‘w“ |

l
i
I
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§ g ‘  PARAPHRASE

From: OG USFA Vienna Austria clte PAACA/R |

- To - War Department'for,WDSCAﬂ’
‘ . } Lo | | |
Infoy OMGUS USFET -

N pase? || 7 September 1946
’ Reference WARX 98112, | -
y l - | | i o
Vi: Pronosed dir%ctive concurred 1in, - Known mater;al-possibly‘
A Tz applicable under Ehis directive Was all paptured’nbt in Germany
3} but 1n Austria. |
, ‘ S| | B |
| Definitely applicable is the Kurt Becher eoll?ctipn while
: possibly applicabile 1s trainqu Hﬁngarian loét,’ ‘i ‘
_ Latter), %hich 1ncludes 100 small cases Jewelry and watches
- and approxinétely‘ls 000 grams of gold bullion, is‘under study.
L : I | :
- 0 CM-IN 1409 I1(8 sept 486). o |
§: f }
| : i
e
i ap
; D! |
E
X A | o |
i |
; : |
| |
| ) |
. SWNCC 338 | | -7~ ~ Appendix "gH
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'; | S - ~ OONFIDENTIAL
DISTRIBUTION OF THE "GOLD PJ T" S RS

I .

i

%« On October 17, th% Tripartlte Commission for the Reutltutlon of
Monetary Gold announced thegdlstrlbutlon of $145 mllllon in gold to certain

toi ithe countries which, ouring World War II, had heen despoiled of monetary

go?d by Germany. The dis trlbutlon consisted of $102 'million to- Bélglum,

%AO million to Netherlands,

t%ere was set aside 29 ml‘
by
'i

Before the above

at its disposal $321 mllllon in gold.

and $2 million to Tuxembourg. In’ addltlon
llon for Austrla and $4 million for Ifaly.
dlstrlbutlon and allocation, the Comm1551on had
0f this, $263 million represented

th gold recovered in Germeny in the Merkers salt mine in 1945. The
remalnlng $58 million was recelved from Switzerland in settlement[for
leoted gold which Germany had sold to that country. .Negotiations have

been proceeding with other
Permany and sold to them.

After the dlstrl?

vountrles for the return of gold stolen by

! 'Sweden has agreed to return $8 million and.
Rumanla $20 million of suchjgold

'

utmon and allocation on October 17, the Com—

mﬂ ssion held $144 million in’nold against which there are undetermlned
claims by Albania, CZechoslovakla, Greece, Poland, and Yugoslav1a. The .
fact that these unvalldated ‘claims exist makes it impossible to. forecast

‘how, much more may be alloca

be%n established,

L
| - Special intersst

ted to the countrles whose claims have already

Qttaches to this gold now béCauSG oi the fact

that resources of some Eurogeam Recovery Program countries will be.bolstered

as\the distribution proceed
estimates currently in use
i Ge many" A

N The large payment
to1Luxembourg {%$2 million)

s and claims arc finally decided. Gold! reserve

lheretofore have accounted for this gold under

imade to Belgium ($102 million) as well as that
will go to France since France had already com~

pcnsated these countries 1nffull for their gold (Belglum $223 mllllon,

Luxemhourg $5 million), whi]

éh had been deposited with the Bank of France:

fop! 'sefekeseping and was taken from that institution to (fermany during the

: i
OCCUOdthn. Because a subs

French rescrves stand to go
Luxembourg The estimates
huVQ been sutmitted to the.

nentaal amount is still owing on this aecount,

&n from any further distribution to Belglum and
of French needs during the interim pcrlod which
Congress, are bzsed on the assumption thut the

go}d already received by Francc from Belzium and Tuxembourg will be avaeilable
forzcurrent expenditures durlng this period .

; A The %40 million g

Eanted the Netherlands compares w1th reported

de lan of 95.Q
Nothcrlands Bank rescrve.

l
;

The $29 million s

of @56 million of gold hcld

Germdny in 1938,

5 1

tons ($108 y11110n} during the German.occupation 1ﬁ the

1

%t aside for Austria compares w1th our estlmate
by the Austrian National Bank ‘when occupltd by

1 i

R Four nillion dollars waz set apide for Iﬁaly. The Italisn claim
_waq’mnch higher since in 191& the Neo-Fascist Government transferred to
*“Berlln aoprox1mately $80 mil

1lion out of gold reserves of. about y108 million.

P N T
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Incluaed in fhls amount, however, were $10.5 million of YugoslaV'gold and

the!Albunlan reserve of $2.5
of further amounts of gold i

mxlllon is in addition to. the ‘return to Italian control in Septembe
thmwvycar of the y26 m1171od

[

allocatlon

of,ﬁm
r Qf

'recovered at Fortezza (Italy) in May 1945

i
.

It is understood that the
This allocation

%1llion.
S under discussion.

!
!

OPMENTS IN SIAM John Exter

ECONO:IC AND FINANCIAL DEVEI

o Siam is a country

reﬂatlvely little industry;
in lagriculture, mining, and

up%n imports for a wide wvari

goods with four principal exports~

‘four, rice alone ordinarily

of approx1mately 18 mllllon people There is:

.the great majority of the people are- employed

Lacking industry,.3iam is dependent
ety of consumers' goods, It pays for these
rice, teak, rubber, and tin. df these

accounts for between 45 and 65 per ceng of

forestry

totel exports,
, strlctly orthodo
morietary syste

The Gové

moﬁetary authority vested 1nlthe Ministry of Finance.

Before the war the financial policy of the country was

rnment's budget was normally in belance.‘ The

11/wes a 100° per cent ster71ng and gold reserve system with

The note ciriculation

iluctuated automatically with fluctuations in the balance of payments.

|
Thore was no central bank.

8 ; dominated by branches off foreign banks,
engaged primarily in flnan01ng foreign trade.
Internatlonally Siam was a creditor country.

commerc1al banks,

]The banking systém was rather primitive and

principally British, which were
There were only two‘Slamese
Its :

cxternal long-term debt amounted to approximately 5 million pounds sterllng.

It$ international assets grc

stcrllng assets alone equaleﬁ ipproximately £14 million.
s' of sterling sccuritics of about £2 million,
holdlncs totaling more than 340 mllllon;:

there were official holding
as!wcll as gold and dollar-

Wa rtime T)ovelopmon ts

Short-term OfflClal
In addltlon,

atly exceeded this figure.

There was & mdrked chenge in the typlcel pattern of the- Smamcse

economV‘when Siam entercd Wor*d War II.

Trade with countries other than

thosc controlled by Japan we.s cut off and 2t the same time Siam was obliged

to]play host to the Japanose mil

Sl&a agreed to devalue the

tary. By its pact of Alliance with Japan,
t£/by about 35 per cent in April 1942, thus

2/

pl?01ng it on a par with. thﬁ yen, and, in rcturn for 'yen credits with the
Qagk of Japan, to provide prectlcally unlimited suppllee of baht for
Jepancse military expenditures in Siam. The Sank of Thailand, now called
‘the' Bank of Siam, was created in 1942 and took over the note issue| function’

from the Ministry of Finance.

{

gréatly gxpanding -the mone;g}1
|

pr1n01pal Ways.

‘The Benk quickly became the instrument for
This expunsicn took place in Fhree

gl
'

sunmly.

/] .
First, the Bank seld baht for yen to finance the Japunese mllltary.

Fgcm December 1941 to Septmnber 1945, when the relation with Japan was final-
ly sevcred, the Bank flnano?d expenditures of more than 1.5 bllllon baht.

The legal currency unit

Vs

in’ Siem is the bzhty howecver, the term “tlcal".
~.the legal term until 19&8, is still in more common usage.

Until the war the baht was pegged at 11 to the pound stcrllng, 1ts

- approximate value in Deéémber 1941 was 36 U.S. cents..


http:m~lll.on

‘J.'OT&L AVAIIABLE pit) POOL

ﬁemrd Report (bars & serap) 117289 Austrim 2257 S TR952 17305 B2 o ’
_ Later recoveries, U.S, Zome (coins) U13  Balgium = ¥ "4 S
tﬁ!‘ reemries’ UQS' m . . o 3

Kfowny

1

- O2HQQYWINT N

901896 amv

bE9Y

SNQEY oy e
I ARt Ly

|
|
|
:
|
|
|
f
&
@
-3
|
1

S
> <!

,&88903'“1ff5,,s; 

E. W. O'FLAHERTY
17 JUNE 1$h8



ves - . bELLASSIACD ™ R&5 (,2 59 re
a ; By /j}NMDméé%? Lm* ngu>.www{ijww<
. . R - ) ;’
o ’ l R A ILIFORMATION
' IVISION OF . . . . .
cown’uﬁ1 'IONS AND RECORDS ~ COPY

DEPARTMENT OF STATE
IR |
INCOMING TELEGRAM

[A

. ' C i

o | (I -\ N
i % % o
o
1

|| CONFIDEWTIAL

TELEGRAPH BRANCH

Contrcl 69?

”
R

Az tion°.EsP A
- info: * Rec'd November ‘%, 1946

TR < 2 n.m. L ‘

/L FROM:  Brussels .

TP o S BN (I S o

OFD . TO: Secretary of State (1}// ah

A-H | NWO: 1473, Tiovember 2, 1 p.m.

U”D 1 s -

0 . US URGEN? |

D&‘/ R

i
I
!
R . ‘
: | , : .
! ¥OR 4 FROM DORR [~“ - | |
. 1
PZDEPTEL 1250, Octnber 31. .
B | _
Ons. Would appreciate ior discussion'w¢th other {
aome elaboration ofinecessity proposec chewge gclgoggfssioners
;1 ¥inition. French, UK .commissioners feel th't to peﬂmit
1+ checlk by commissionlgeln claims should be corfined monetary
o reserve gold regardless holder. " Bellsved deslihle- ex-
clude. for example ||secrst gold accounts held by vovts .
for military intelligencs purposes since inclusion «ygh
gold woulé leave doTr wile open to fictitious claim;

Two. Morton propnsed f017ow1ng-

"A1l gnld which at

[«ﬁnuntryfs monetary
i¢laimant country or|

. moval vas held as all

I

the time of its 1oot1ng or wrongful re-
part of the govt of the claimant
reserve ‘eithér by the govt of the

in the accounts of a central bank or

 other mnnetary authoritv-. : | '
i , I
‘Three. Since discugsion with other commissioners hdve come
.to wonder whether the words "either in the accounts ‘'of the
.claimant govt 1tself" should not be substituted for ithe

- words "either bv the claimant govt", Purvose of 1nserting

~iword "accounts" in original definition was mi fear that

|| ilegislation some country might have declared all gold in.

i{ lcountry part of monétary rescrve. This might be made basis

4. ifor assertinn private gold losses all kinds were losses of

part of gnld reserv@. . ’

e

X
| 3 p . '
| 1 ' . Four,

; [
C E

|
|

|

i
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or with my suggested amen-
In either case statement con-
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I

CE, BUR and ”z'.f‘r"’
_ @FD -~ Np, Knapp

'Memorandum to Aceom:

o Ihe incoming telegrami.
delayl@MGUB is now prepare Lremoval- of ¢
reaidue of the gold pool frem ?rankfurt to‘Lenao wQalla"‘"
tion to the fact that the attached outgoing teleg ..not
struct lir, Dorr to seek tns|reversa1 of the decision nade by the
Gold Gommisaimn aomatima a o that tﬁe raaidue of thﬁ gold. hould

;Hconnedtinn that tha Bapartment amﬂ Mr. Dorr ara'agra
only possibl b
Parlﬂ|Agramm9wp
as its share a quantity oflgel& remainmng in’ U S. jur'
‘either in Frankfurt or in. this’ enuntry,'kmﬁeh gald ool
qu@ntﬂy blocked unllaterally by the U.S., ,
i
S eﬁn had not expected that’ tme iasue ragardi
, '_blacking of the szoh goldiwovld ariae in chisﬁw
o th | ount woul .

“th@ poaaiblﬂ '
‘theréait had

L re During chia p : 3
 gold Commaaaion to Gzoahoalovaktn, aome six to: @htuweeka h@nua,
it cauld be seen what the raaults of mr.~sbainharu'a praaenb nego-
‘ tiationa with the czechs miﬁht be. » P .

It is desirable, new@vmr, rer operational audﬂaaauritygm asons

that the gold be removed trom Bermany, and in ¥ie £ @ agresmel

'wiuh~@MGUS, gg% mavemant wllliappﬂrantly takewpc e#unleﬁa‘lmm diate
Wara/tﬁ 1%, OFD|is strongly of the' 0pinion that no such

steps should be aﬁtamptsd.y It should be clearly uhderstood| that

artar;bhe Frankfurt gold is moyed to London it may: be Guite! diffioult "~

for Mr. Dorr to secure thalagreement of the Comhilg@sion for re-ship- E

ment. af any part of it to New York. However thiﬂlposslbility re-

‘mains; 'and in any case, ther& is now in the ﬁew York Pederal 9.0

tons of gold, which together with the 7 tona‘t; m sw@deafwhich the

cammiawion has already agreeﬁ to accept 1n Ne"‘ %, wduld consti-

tute am 1mportant quantity 364 '

- 208893
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ultimataly be deci&ed upon, The total Csech allca&tiena in Ue8, B
would then amédunt to abaut)as tons, twosthirds.of the tdml 7
exp@&t@d recovery by Cseenaslcvakia from the golﬁcpool sam$‘89 tons;
ot 1t would be a signiricant source of pr@aaura on; zachoalovakiao

IOFD is, however, aerongly cppoged to thﬁv 1aekin vof th& Czoch
ahare cf the gold pool, wholly or partially, 'in. erﬂar,to obtain a
'U.8, Dbargaining lever agninst Czechoslovakia. - Sueh an. effort by
the U.S, sould wiclate the|substance and intent of Fart! III of the

Paris agrwammnt on Bapnratiana and would be 1ncenaistwnt with the
' U.s.leeenomio objective orlleag atanding to redistributa the monetary
gold mmnng the Unlted Natfions whiech lest their gold to.fermany.
Such |a unilateral act would be bitterly resented by the British and
?renap which also have claims ‘against Csechoslowvaki ;$uch an opera-
ticen meuld involve the practiae of deception angCa@oh@alovakia, for
that country would oartainiy never accept its share: of gold from a
suurq within American Juriadiation if it hadiany .inkling that the ’
.5, laa planning ‘to initiate :new bloeking action against it. Such :
new blocking action would,| of icourse, single out Czechssleuakia for
the relmposition of aconamic warfare mossures, mhich~are not generally
being reimpoaeﬂ upoen Joviet Satallite cauntri“ R :

. ‘,m ’

Eecauae the viewa of GF@ on the principle ,
statsd.xn the preceéding paragraph, OFD has dalled” apscial jettention
to the! present situation ﬂn order to make it quite clesr to the other
interested offices, that nnlaaa positive 1nstrnstiona~ar@ isaued that
8 porticn of the gold ahculd rsmain in Sermeny, j$ ®may not be possidble
to 1mplemant in the futurq a deeision that the,lzéch share ahould
be tlocked. If any of the | offices addresaed wish to seek reaolutien
of ths basio issue abt thléit&ma, OFD 1s prepareé to_participata 1n
a mnat;ng to ve called by those efficaa, e

|

] . !

EP:CTOliversdiec . ... || @
FﬂzOF“l@tcher adeo& RO

Lo Ve
,

t

|

|

Al

b

]

208892



http:j,Jre~.nt
http:II~oonO.iO
http:Jlotae.19
http:r.u..,~~::....lW

OMING (TELEGRAM

| - DECLASSIF
E rectesiy A0 %3106

AN o~ -
o3 -59-96-59
L-o‘\' GRQ)UQ—

1]

Depa'*:rtmem’ of Staie

Agén
E

Info

RMR
33

3D
ARMY
NAVY
AIR

DCL
- FOA

FRO@:PRAGUE
ng

|

Secretary of State
NO: | 459, JUNE 29, 4 P

4:46 P.M,

CONF IDENTIAL 667 fbaf “
Control : ]5276’ | =t
Recd:  JUNE 29, 1555 0
I

Mo ' R |

ACTING FOREIGN MINISTER SEKAN|NOVA ASKED SEE ME LATEZ YESTER=

DAY

SHE FIRST OUTL]$ED AND THE NDED - TO ME NOTE ON, GOLD _
POOL REFERRING EMBASSﬂ S NOTE FEBRUARY 7 STATIN SSY

:APPARENTLY NOT lNFORMED EXACT WORDING" DECEMBER 16,

1954 -

LETTER SECRETARY GENtﬁAL COMMISSION WHEN IT STATED IN ITS

NGTE THIS LETTER "FUL
REGARD" CZECHOSLOVAK
“UAY STRESS ON PHRASE
UNEXPECTED CIRCUMSTAN

LY SETS FORTH PRESENT SITUATION WITH -
CLAIMS. HER ORAL PRESENTATION AND NOTE
IIN SECRETARY GENERAL'S LETTER "CERTAIN
CES NOT WITHIN POWER OF COMMISS|ON"

WHICH HAS DELAYED AWARD STATING THIS "EVOKES IMPRESSION CERTAIN

OUTSIDE INTERFERENCE

PARTICULARLY AS |F CERTAIN GOVERNMENTS ON

WHOSE BEHALF COMMI SSION IS ACTING WERE L INKING QUESTION
RESTITUT!ON CZECHOSLOVAK MONETARY GOLD WITH BILATERAL ! ]SSUES"

W[TH CZECHOSLOVAKIA.
LINKING UNITED STATES
EXTENT"™ WITH GOLD AND
LERTAIN CONNECTION BE
REFUSAL RESTITUTE "FO
(@NTRADICTION REQUIRE
CZECHOSLOVAK CLAIMS U
POSlTlVE ATTITUDE™ UN
MNDOUBTEDLY REFLECT |
OUTSTANDING ECONOMI C
AND UN!TED STATES.

};MADE NO COMMENT EXC
SECRETARY GENERAL'S L
1/SAID ONLY WOULD TRA
_UP_"ANOTHER SUBJECT"lc
NOTE ON ECONOMIC NEGO
"HAS RECEIVED WITH IN
NEGOTIATIONS ON COMPR

AND STATES "AS IN PAQT ALSO NOW WILLING NEGOTIATE™.

NEGOT {ATIONS "SHOULD

|
j
|

\THEN REFERS STE INHARDT 1948 PROPOSALS

NAT IONAL I ZATION CLAIMS "'TQ CERTAIN

]STATES EMBASSY'S NOTE MAY 3 MAKES A

qwzr* THESE TWO QUESTIONS". THEN STATES

R SiMILAR MOTIVES WOULD BE DIAMETRICAL
MENTS OBJECTIVE AND UNBIASED CONS!DERATION"
NDER 1946 PARIS ACT BUT "ON OTHER HAND

ITED STATES ON SPEEDY SETTLEMENT I"™™MIGHT

TSELF FAVORABLY ALSO IN NEGOTIATQONS ON
\AND FINANCIAL [|SSUES" BETWEEN CZ?CHOSLOVAKIA

EPT QUESTION ACCURACY QUOTATION FROM

ETTER BUT NEITHER OF "US HAD TEXT AVAILABLE.
NSMIT NOTE. SHE THEN IMMEDI ATELY BROUGHT
NOTE IN REPLY EMBASSY 'S MAY 3
TIATIONS° NOTE™STATES" CZECHOSLOVAKIA
TEREST UNITED STATES' PROPOSAL FOR

EHENS!VE SETTLEMENT ECONOMIC DIFFERENCFS"

IN SUCH
STR[VE FOR SOLUTION WHICH WOULD EL|MINATE
i .  OBSTACLES REPRongm lox l;li\ggq THis
2t . COPY, IF CLAS )
| CONFIDENT 1AL 208893  Frowisiten




. OR GATT IN NEGOTIATIONS.

I
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CONF IDENT I AL

«M. FROM PRAGUE .

e e

I;ze %59, JUNET29? u

OBSTACLES STANDING N WAY RESTORATION NORMAL TRADE RELATIONS
Wi THOUT RESTRICTIONSIAND DISCRIMINATION",. SETTLEMENT WHICH
'HAD AS BASIS NO OTHER OBJECTIVE THAN LEGALIZATION'DE FACTO
'SITUATION CREATED BY UNILATERAL MEASURES NOT RECOGN{ZED BY
CZECHOSLOVAKIA UNDERZTAKEN AGAINST CZECHOSLOVAK PROPERTY IN
.mNITED STATES COULD CERTAINLY NOT SERVE AS BASIS FOR SATI'S=
FACTORY AND LASTING SOLUTION OUTSTANDING [SSUES" THEREFORE NOT
POSSIBLE AGREE BLOCKED OR ARRESTED CZECHOSLOVAK Assags BE' USED
UNILATERALLY SATISFYHUNITED STATES CLAIMS, CZECHOSLOVAK
GOJERNMENT IS HOWEVER WILLING ENTER INTO NEGOTIATIONS ON ALL
@UTSTANDING ECONOMI Ci: AND FINANCIAL 1SSUES ™INCLUDING UNITED

STATES NATIONALIZATION CLAIMS”AND CONCLUDE AGREEMENTKON
ITDEDUCTION CERTAIN PERCENTAGE PROCEEDS CZECHOSLOVAK EXPORTS

ITO UNITED STATES". BESIDES BLOCKED CZECHOSLOVAK PROPERTY

' "DES |RABLE CONSIDERAFION BE GIVEN" TRADE AGREEMENT OR RENEWAL
IGATT "SHOULD THIS BE ACCEPTABLE TO UNITED STATES, CZECHOSLOVAKIA
.IS PREPARED ENTER INTO SUCH NEGOTIATIONS"

E CHOSE INTERPRET NOTE AS UNCONDITIONAL CZECHOSLOVAK AGREE-

MENT NEGOT IATE AND IMMEDIATELY ASKED HER FOR CZECHOSLPVAK VIEWS

ON TIME, PLACE, ETCD,ISTATING WE HAD CONTEMPLATED NEGOTIATIONS

HERE WITH MYSELF READY UNDERTAKE THEM ANY TIME. HOWEVER

ALL EFFORTS DRAW HER ‘OUT WERE FRUITLESS AS WAS TO BE EXPECTED,

|SHE ONLY REITERATED DESIRE | TRANSMIT NOTE AND CZECHOSLOVAKIA

WOULD CONSIDER ANY UNUTED STATES REPLY AND" PROPOSAL ON

NEGOTIATIONS.v I COMMENTED THAT AS SHE KNEW UNITED STATES DID

NOT ENTER INTO TRADEIAGREEMENTS BUT MADE NO COMMENT ON GATT.
I

N@ART FROM SUBSTANCEIINOTES REPRESENT MARKED CHANGE IN TONE

EROM PREVI0US EXCHANGES AND HER ATTITUDE' IN ORAL PRESENTATION

WAS CONCILIATORY AND MIGHT EVEN BE TERMED FRIENDLY. ALSO .AS

NERY SMALL STRAW, COMPLIMENTARY CLOSING USES "HIGH CONSIDERATION"

FOR FIRST TIME RECIPROCATING EMBASSY 'S RESTORATION THIS

PHRASE IN ITS NOTE SOME MONTHS AGO.

.I DO NOT INTERPRET GCLD NOTE AS ESTABLISHING RESTITUTION GOLD

KS PRE~CONDITION FOR ENTRING INTO NEGOTIATIONS BUT ONLY AS
REITERATION CZECHOSLOVAK POSITION., | DO INTERPRET ECONOMIC
NEGOTIATIONS NOTE AS | PRESERVATION CZECHOSLOVAK POSITION ON STEEL
ﬂﬂLL AS WELL AS NATIONALIZED PROPERTY AND ATTEMPT OBTA N (MPLIED
OR EXPRESSED COMMITMENT ‘UNITED STATES INCLUDE TRADE AGREEMENT

g o - ‘j SRR TESUGGESTI

3

<
o
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'-3- 459, JUNE 79, 4 P.M. FROM PRAGUE

| SUGGEST NO REPLY TO GOLD NOTE AT THIS TIME AND PROMPT

REPLY TO ECONOMIC NEGOTIATONS NOTE SETTING FORTH DEF INITE PROPOSAL
FOR OPENING NEGOTIATIONS SAY ABOUT JULY 18 IN PRAGUE. | AM

NOT SURE HOW WE SHOULD HANDLE TRADE AGREEMENT AND GATT

QUESTION... "~ FAILURE MAKE ANY MENTION IN OUR REPLY WOULD BE
INTERPRETED BY CZECHOSLOVAKS AS WILLINGNESS INCLUDE IN
NEGOTIATIONS. SEVERAL OTHER DEFINITE INDICATIONS CZECHOSLOVAKIA
NOW PART ICULARLY [INTERESTED INCREASING PRESENT LOW-LEVEL ,
. TRADE WITH UNITED STATES AND TRADE AGREEMENT, GATT, UNITED

STATES EXPORT CONTROLS ETC., WILL BE HEAVILY INJECTED INTO
NEGOTIATIONS, REGARDLESS ATTITUDE WE TAKE. IN ABSENCE SOME

BAIT THIS FIELD, CZECHOSLOVAK INTEREST ANY SETTLEMENT ACCEPTABLE
UNITED STATES PROBABLY LOW AND CANNOT BE SANGUINE ANY SUCCESS
NEGOT IATIONS PART I CULARLY |IF WE SLAP THEM DOWN ON SUBJECT EVEN
BEFORE NEGOTIATIONS STARTED. OUR PRESENT POSITION SETTLEMENT
OUTSTANDING ECONOMIC QUESTIONS WILL SOMEHOW LEAD TO INCREASED
TRADE NOT LIKELY BE VERY APPEALING. WHILE NOT CHANGING OUR
POSITION ON TRADE AGREEMENT OR GATT, IS THERE NOT SOMETHING .
ADDITIONAL WHICH COULD BE INTRODUCED INTO NEGOTIATAONS AT

PROPER TIME? IN ANY EVENT WOULD APPRECIATE BRIEFING PAPER ON

GATT QUESTION GIVING ME AMMUNITION FOR USE WITH CZECHOSLOVAKS

AS NECESSARY.

JOHNSON

TILS:

CONF IDENT I AL

= e RIYY T AL T PROH[ETT?D
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FROM mmm, PRAGUE DESSE:‘?} o £
T0O . THE DEPART\‘[ENT OF SI‘ATE WASHINGTON.
REF Embassy's Telegram No. hsq of June 29, 1955. )

szl‘;/ [P = ;}DET wli-2 Cli ol Fvk.9 £ jf\

For Dept. ept. = < o . i — 0
i1 9
SUBJEC’T: :

—~

Csech E’oteé 'Goncerning the Gold Pool and Ecom®m’

With reference to Embassy telegram no. 459 of June 29, 1955
thqrn_are transmitted herewlth unofficial tr&nslations‘of the

two Notes handed to ths A.mbafssad‘or by the Acting Forelgn
Minister on June 28, 1955,

Enclosu.ress

L

1.
2

For the Ambassador:

0
4/\5]\.’\/{ 7, -}&“f“"r-/' :

oA

Albert W. Shersr, Jr. ‘
First Secretary of Embaasy

Copy of Note No. 122,622 f;
Copy of Note No. 123.557/5%

REPO!iER L ;

Retain in divisional filles or destroy :n accordance with security rezulatlons. .

INFORMATION COPY
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f— Unoffioial Translation

¥inlstry of Foreign Affalirs
Ro. 122.622/55-AB0/1

The Ministry of Foreign Affailrs presents its eompliments
to the Embassy of the United States of America and with
reference to the Embassy's Note No. 304 of February 7, 1955
regarding the Czechoslovek claims for the restitution of

| monetary gold has the honour to advise as follows:

In its Note of November 2, 1954, the Czechoslovak Govern-
ment addressed besides the other Governments on whose behalf
the Tripartite Commission for the Restitution of Monetary Gold
is acting also the Government of the United States of America
with the request to instruct 1ts Representative in the Tri-
partite Comnission to a et in such a manner as to prevent any
further delay of the restltution. Ths Czechoslovak Governmsnt
took this step only after seven years of frultless negotiations
with the Tripartite Commission and after having advised the
Commission that the Czechoslovak Government would view the -
refusal to restitute to Czechoslovakla 1ts just share of the
monetary gold as a violation of the Paris sct of January 24,

1946.

When the Embassy of the United States of America states
in its aforesalild Note that the letter addressed by the Secre-
tary General of the Tripartite Commission on Decemter 16, 195h
to the Czechoslovak Delegate fully sets forth the present
situation with regard to the c¢lalims of the Czechoslovak Govern-
ment 1t 1s apparently not informed of the exact wording of
this letter. In actual fact the Secretary General of the Tri-
partite Coumission, Mr. Watson, in his letter of December 16,
195]; confirms the receipt of the Czechoslovak Documents i
addressed to the Commission on October 15, 195l and admits
that the work of the Commissaion "required more time than
originally assumed" and notes in explanation that this was
caused by "certain unexpected circumstances not within the
power of the Commisslon™ and by the alleged complexity of the
questions submitted to the Commission's consideration. The
letter of the Secretary General of the Tripartite Commission
cannot therefore be considered in any respect as a full ex-
position of the present situation and the Czechoslovak Govern-
ment has already advised the Tripartite Commission that 1t
recards its reply to the Czechoslovak Memorandum of October .
15, 1954 as highly unsatisfactory.

Embassy
of the United States of America ____J
2raha

UNCLASSIFIED




N

oty AUD 963106 | PA3 " :39'%:5 s
R v e 445 o 2
' “ -l;a-lge_-_z._._._.__of
UNCLASSTIFIED Encl. No.
(C!?uﬁca{ion) . . I?esp. Nol’_g z

The mentlon In the Seeretary General's letter of certain i
eilrcumstanses not within the power of the Commission whish
allegedly stand in the way of the restitution of the Czechoalovak
share of necessity evokes an 1mpression of certain outsides inter-
ference, particularly as if certain Governments on whose behalf
the Commission 1s acting were linking the question of the
reagtitution of the Czechoslovak share of monstary gold with bil-
lateral 1ssues outstanding between them and Crechoslovakia. The
Government of the United States of America 1s undoubtedly aware
that the former United States Ambassador in Prague, Mr. Steinhardt,
already in the proposals which he suomitted to the Czechoslovak
authorities in 1948 linked the question of the elaims of the
United States Govermnment to compensation for nationalized American
propsrty in Czechoslovakia to a certalin extent to the question eof
the Czechoslovak claims for the restitution of monetary gold.

And in 1its Note No. .07 of May 3, 1955, the Government of the
United States of Americaaraln makes a certain connectlon betvean
these two questions.

The Czechoslovak Government deems 1t necessary to declare
in this respect that the refusal to restitute the monetary gold
to Cgechoslovakia for similar motives would be in diasmetral con-
tradiction to the requirements of an objective and unbilased
conslderation of the Czechoslovak request in accordance with the
provisions of the Paris Act of 195. On the other hand, however,
the positive attitude of the Government of the United States of
America and 1ts Representative In the Tripartite Commission with
roegard to the request of the Czechoslovak Government for a
speedy settlement of the Czechoslovak restitution claims in
accordance with the Paris act of 1946 might undoubtedly reflect
itself favourably also in nesotle’ '"ns on outstanding economic
and financlal 1ssues between the Czechoslovak Republie and the
Unlted States of America.

The Ministry of Foreign Affalrs avalils 1itself of this

opportunity to renew to the BEmbassy of the United States of
America the asaurance of its high consideration.

Praha, June 28, 1955,

UNCLASSIFIED
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Ministry of Forelign Affairs

oo 1230557/55

The Minlatry of Foreign Affairs presents 1ts sompliments p
to the Embassy of the United States of America and in reply -~

{  to the Embassy's Note No. 407 of May 3, 1955 has the honour /
to advise as follows: -/

The Government of the Czechoslovak Republic has rescelved
with interest the proposal of the Government of the United.
States of 'merica for negotiations on a comprehensive settle-.
ment of economie differences, which would strengthen the
economlec relations between the two countries, snd deelaves
that, as in the past, also now 1t is willing to nagotiate and
contribute on 1its part to a successful settlement of out-.
standing economic 1ssues in the interest of normalizing the
economic relations between Czechoslovakia and the United States
of America on the basis of equality and mutual advantage.

The Czechoslovak Government holds that in negotiating
. on outstanding economic and financlal issues both parties
should strive for a solution which would eliminate the
obstacles standing in the way of the restoration of normal
trade relations without restrictions and discrimination. A"
settlement which would have no other objective than the
legalization of the de facto situation created by unilateral
measures, not recognized by Czechoslovakla, undertaken against
.Czechoslovak property in the Unilted -States of mmerica, could
certalnly not serve as a basils for a satisfactory and lasting
solution of outstanding ilssues. It 1s therefore not possible
to agree that the tlocked or arrested Czechoslovak asseta be
used unilaterally to satisfy the claims of the United States
Government against Czechoslovakia. The Czechoslovak Govern=
ment 1s, however, willing to enter into negotiatlions with
the Government of the United States of America on all out-
standing economic and financlal issues, inecluding the question f
of compensation for American property nationallzed in Czecho- |
slovakia and to ceconclude an agreement on the deduction of a . |
certaln percentage of the proceeds of Czechoslovak exports
to the United States of Ameriea to cover the elaims of the
United States of America against Czechoslovakis.

With a view to the creation of the necessary prerequi-
sites for a normalization of mutual trade relations, as well

’ Embassy
of the United States of America

Praha
P UNCLASSIFIED |
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blocked or arrested Czeehoslovak property, consideratlion be
likewise given to the question of the conclusion of a trads
agreement or of the renewal of the validity of the respective
provisions of the General Agresment on Tariffs and Trade

between Czechoslovakia and the United States.

| Should this be acceptable to the Government of the United

States of Amerieca, the Czechoslovak Government is prepared to

enter into such negotiations.

The Minlstry of Forelgn Affairs availls itself of this
opportunity to renew to the Bmbassy of the United 8tates of

America the assurance of its high consideration.

Praha, June 23, 1955,

UNCLASSIFIED
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The diffioulties of mmmg in negotistions the Jeverage provided by mm

and the Department's memorandum of Merch 19, 1954 previonsly transmitted to the
Enbassy, Owing to the delicacy of the site from a legal our
purpose now is to convey an imp n to the Czechs without

statement to this effect that there 1s a relation between to receive 5
their gold eward end failure to pay our fi claims, ~In arder to & n.: :
the Tripartite Gold Comnission (transmitted on December .
(a)mm,mmﬁmmxmmuwmumm

eranc
in the enclosure tomwm CA=3335 of November 18, !
reply states that a decision has not been reached because of the comp
tho case, N:lthntmtothonoond-tepym are now requesi

td the Czechoslovak gold award,

Rmcmmwmwrmbhtomrmu
discussions could begin with an exploration of the issues
within the terms of an agreement. The central component in |

Bmohmthaonhjent,mmmgmvma.' ‘total amount
involved and have again reached the cohelusion that we should seek a
settlement of §25 million. The peyment of a lump sum might I

L
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{the balance of the Czechoslovak share of monetary gold), the removal of
“economic issues with the US and a better foundation for rebuilding its E
‘expert trade with this country., The US camnot restore any MPNl concessions to N8
Czechoslovakia and no possibility is foreseen of any early returm to a volume - B
of exports approaching that which existed prior to the Oatis case. Nevertheless, i3
Czechoslovaicia should be able to develop a larger dollar balance in its export:
mu&mumumtn-mummmmtrmm ‘
mmhmmwemmmm -

. In the course of negstiations the impression may be comweyed:to the-Chechs of =

unaunummvxuuqumatguumuubwhaummucmdhumm 'grb‘ !

economic issues outstanding between them; of the impetus, if and when the Y~

mnmmuwwom,mm:mumammﬂdmmﬂw p
mmmwm:Mauumngeummme ol
a certain amount of gold accruing to the Czechs over and above the U ¥
transferred to Anmerican claimants through an economic settlement., w .
mnﬂdbwﬂl&h:&d’hmwﬂwnmﬁ‘
a part of the lump sum payment could be met in anmual instellments from the < ;
dollar proceeds originating nmmawwnmum -
‘imports. An overall proposal might be made more acceptzble to the Czechs b v']
WﬁMMMMMWMMMM ol
gold to $5 or $6 million and : 4llow 4 compensstion agreement more j
those sigmdbycmwahaﬁuﬁiuWMmM m R
losses from the natiomalization program and other tak:lngs. ‘

Thahmdamuiudbywwgiﬂ.:;seﬂmmumﬂ

| plans in the endeavor tq conduct tions with the Czechs. Should s
X baginﬁdwﬂop:lnhu , Mwmmm
~  Memorandum, i _
| GONPIDENTIAL -
AR T (Securily Classification)
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the US is the jwocoeds of the steel rolling nill blocked by Treasmry's special
order ond thus pvellsiule %o e nsed for the anforementicned purpose. The other
even lurger asset 1s the Czechoslovek shure in the gold pool. With respect to the
Czechoalovak sbhere in the gold pool US policy was set owt in the Deprrtment!s
menoranwy of foreh 19, 1954, a copy of vilel wus sont to the Embassy. 4s was
statod dn that menorandun; the Depertment considered that the "United States would
<he In o dironger legnl smd pollicy position If no Czechonlovak gwerd were agreed on
and $emied, thian if an evard wore agreed on and iseued and the United States alone
wen restraining dolivery.t The United States rolicy wvns therefora to delay agreeing
on 3;1« =i ning the Czechoslovek overd ond the Defertiont vas desirous, when the
rendining siards wore ready to be rublished, thet it be stoted in epmroprlate language
thnt the Czechodlovak avard hod not et beon aireed upon because of its conplicated
nature, ‘

Therefore, some tionths szo, when after the sale of the steel mill the time

appeared to be appropriate to renew our endeavors for contimintion of financial
- negobintiona with the Czeelhn, tho Department invited rerresentatives of the

British end French Enbassies in Washington to diseuss with them our views with
respect to the Czechoglovak share in the pool as shebed above, (April 28, 1954)
Vis told them that we would jrefer s yrocedure rhereby all avards with the -
ezception of Czechoslovekia vould be lsswed similtoneously when they were £i-:1ly
reqdy and a. stotoment would e isened ot the same time by the Commission saying
that the Czechoslovek award hwed not been agroed upon due to the complexities of
the Czechoslovak claim. (In view of the French recuest for changes mentioned above,
there is n pogsibility that viat vas originclly a forn of words will turn out to
deserite the faotual situstion,) &

Wiile the UK Govermviont relatively cuickly agreed to our plang the French
Govermuent only a few days ago informed us that it "continues to Ueifeve that it

vold be very diffienlt for the tiwee Povers not to meke puhlic the decision on
the Czechoslovul: elaing dt the sane time es the other decisions, Although French- | |
Czechoslovek relations ere no longer carried on at the level of the traditional

sonfifence and friendship Lotveon the tr/o countries, the French Government ‘
sonsiders that 1% would be advisable to evoid, in the technical matter of the e 8
distriontion of nonetary [old, teking any position that might appear discriminatory \
with respect to Czechoslovakin,” Consequently, the French want us to consider : A
some other formila which yould avoid rhat they consider a "disadventage." “ , I

|

-
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SUBJECT: United States=Csechoslovak Bosmemie

—

l— Now that the sale ef the steel mill is an secomplished fact, I believe it ] \
important that the Dubassy and Depirtmemi carsfully sseess the mmercus cutstand-
ing econemic issues pemding between the United States and Cseshoslovakia with a
view to determining whether sems etretegy can be devised that would hoid seme
hope of breaking the preseni impasse which iz operating ts the marked disadvantage
of the United States., This impasse finds erigim net esuly in the wsual
difficulties of dealing witk 4 . Coumunist regime, bwt im the measures and -
counter measures of both Govermments resuliing frem United Staies efforts te
obtain a settiement for mationalized properiy in Czechosiovakia and to obiainm
the release of the U.5. cerrespendend, William OATIS, with the added ecampli-
cation of the Czech mometary reform ¢f Jung 1933, The twe Covernments hawve at
different times variousiy linked the questions t6 such 2 degree that it has
become impossible to consider amy one guestion without eonci’ering mest if net
all of the others. It appears te the Embassy that the feliowing are the questions
and issues which are invelved im the present situatiem. If others ogeur te the
Departaent, the Esbassy wwuld appreciate baing infermed.

Ao U.8. Demands om cmhmﬁﬁi&o

Gwmmmmmumm&pﬁwt@mwﬁmupoflm
It appears that both Govermments long agreed that a lump sum government-
to—government setileuwemnt was the wiy feasible solution and that the U.S,

L ) was at one time willing to ascest 000,000 .hile the Czechs were !
) conditionally prepared to offer up ,000,000, The Bubassy is net i
clear what effegt, if amy; the Cuech motm conversion of 1953 will '
have on the total of .8, claims. m&soehshmdmsimhhdthnt
paynent cowld oniy be made as a perowntags of exports to the United States
along the lines of the compensation agresments they have mads with other

r»iu M; time the Czechs offared te begin making such payments :

the basis dﬁtp&mmtotmﬁspriorteaznmtbﬂngmﬁ |
onthnto ﬁgm MOB&W!%@I&WQW%@MW ‘
payments as a pevesntage of Czech experts (15 percent was the figure
considersd) to the U.S., it al#5 inatsted on o iemumorsapoooooo |

L Because of its imability te ebtain a settlemeni, the U.S. inmisted o J

vl | SECRET ]
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Retain in divisional filles or destroy in accordance with security regulations. ; | —
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blocking of funds derived frem the sale of the etesl mil) and has consist-
ently linked the steel mill te slaims fax naticnalized promerty. The
Czechs have never accepted sueh liwnking and have linked their suspension
of payments under the surplus properiy agrsement te the U.,S, actien
respect to the steel mili,

It is net believed that the ﬁlwha new have any substantial dellar
holdings from which they could, even if they desired, make any
substantial ecash paymemt for matiomalized property daﬂm of the U.3,
The present level of exports frem Cmechosiovakia te the U.3. is se lew
(about 000,000 a year) that payment of the ususl Czech five percent
or other “Tigure frem this scurce would bear an entirely
unrealistie ratio te the amaumt of U.3, claims.

suspended pumnta nt!ar thia agrom’e in 195, ¥ Jul :
total balance of prineipal still gutstanding was ,3&8698670% total |
payments due as of the same daté were $3) 1 gechs have linked .
the suspension of payments under this agramnt not only to the steel miil
question as mentioned above, but alss to the refusal of the U.3, to
recognize the Czech claim of immumity in the attachment of certain funds

of the Czeeh State Bank by a New Yerk State sourt im a suit by a private
individual. To a lesser degree the Czechs alse have linked the suepension
of payments under this agreement ts the suspension of U,S. Treasury paynuents
to veterans, Social Security and other such U,S. beneficiaries residing in
Czechoslovakia, as well as to allaged U.S. failure te supply surpius
property up to the $50,000,000 provided in the agreement.

One of the most serious results of gessation of Csech payments under
this agreement is that the U,S. Govermment is being forced te obtain local
currengy requirements by exchanging approximately $250,000 a year at a
ATghly unfaverable rate of wechange:THé Csechs correspondingly r benefit.
Not omy are they saving the cost of payments under the agreement, but
they are in additien receiving. approximately $250,000 a year in usmblocked
dollar exchange.

3. ocking S L Act t. The déllar value of this
aceount (established by an agremnt of July 25, 1947) at the time of the
1953 currency conversion was $994,592.12. At a meeting of the Executive
Board of the Internatienal Monetary Fund, the Czech representative gave
assurance that the U.S., would not lose as & result of the conversion.
However, no reply has yet been received to a note of March 9, 1954 from
the Embassy asking that this assurance be implemented, It is not known what
effect, if any, the recent expulsiom of Czechoslovakia from the IMF will
have on the Czech attitude concerning this account, Under the agreement
of July 25, 1947 this crown account was "available for expenditure in
Czechoslovakia by the U,S. Army and its affiliated entities...” However,
efforts made since 1952 by the Army Attache to draw on this account for

| semer
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that purpose were fiyst refused by the bank on the ground that it
“represented old crowhs Lleeked by the monetary referm® and subsequently
by the statement that veyments frem this acceunt ean be made enly with
special appreval ef tb Exchange Cantrel Autherities which has not been
f@m@ﬁﬂgo

Lo faulted dellar bends. According te the Foreign Pondholders
Protective Council, b mizg__i_n 1952 Czechoslovaktia defaulted in payments
on dollar bends then ‘ wﬂﬂﬂwwmxwmnmmgwszﬁnmv

had been fully maintaiied between 1%6 and 1952, and service is boing
maintained om steriing bends, The Council states the fiseal agents
have been unable t¢ elicit a satisfastory explanastion ef the defauls,
There has not yet been any official exshanges betwesn the U.8S, and Czecho-
slovak Gwmts on this mm

5e H‘Iﬁ, As of Jamuary 1 1954, the balance sf this accoumt
was Kes 887,729 (appreximately $123,000). Pull cenversion of this account
was made by the bank at the time of the nemtary reform and interest is
regularly being credited, 1Its uss is limited te charitable and
sducational purposes and is not available for loesl U,3. Government
expenditures. Details are centained im the Embassy’s dsspateh No. 240,
Mareh 16, 1950,

6. IBM Machines, Im the summer of 1952 the Czechoslovak Government
also defaulted on an agreenent with the International Business Machine
Corporation under which that firm was receiving approximately $47,000
a moenth for the use of its machines by customers in Czechosiovakia. The
Czechosiovak Government alze refused te permit the machines to be shipped
from Czechosiovakia in accerdance with the terms of the agreement and
placed the preperty of the Company wnder "national adminiatration®,

The Czechs have inferrsd that this action was related to the steel mill
and Statni{ Banka eases. From the inforratien in Bubassy fileas, it
appears that the value of the mashines is about 1,500,000 and that the
arrears of dollar payments {s now prebsbly also asbout $2,500,000,

B. Probable Czech Demands om the 7.5,

1, Steel Mill, In any discussion of econcmic issues, the Czechs
can be sxpescted at the minimm 1o demand reimbursement for the
approximately $16,000,000 they paid U,S, manufacturers for the steel mill.
They could also be expected ta ask fer a large sum for ¥damage to the Czech
economy”, etc. In any ovent, the action that the U,S. has taken with
respect to the steel mill can bs expested to continue to be the central
factor in Czech attitudes towards econemic negotiations., The subject
is still frequently alluded te by the President, the Prime Minister and
other officisls ia publie speeches, as an cmple of U,3, ®iniquity®.
The citing of the "Trading with the Enemy Act” im «sommetion with the

—SECREY
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[ measures that were taken == ‘exacerbated the reactions of Crech officials
to the actinn,

The $9,000,000 derived from the sale of = e rill {2 "dencsited im
banks in the United States for the account of the (Cuschoslovek ownsrs of
the prornerty, but tkese amrmnts 1) wematn Wincked nending consideration
of American claims apainst Cmesioslovakia®, The Tmbassy is not elear
vwhether; in the absence of Gmechoslovak agreamert; those funds could be
made available te private U.S. claimsnts against Czechoslovakia. Even if
pessible, such distribution of the funds without some agreement with
Czechoslovakia would, of eourse, not move all of the other important U.S,
claims any nearer setilement,

B, 8, From the Demartment®s A=17
August 27, 1953, it appears that tho amount invelved im this attachment
is probably semswhat less than $100,000, If the court finds in favor of
the defendant, this would presuma_bly rasolve this question., However,
if the court finds in faver of tha plaintiff, the Embassy is not clear

to what extent a precedent may - c3taklished for similar suits by private
claimants againat Czechoslovaki . hat affect this might have on other ~
Czechoslovak funds in the U.S. .eciuding the sum derived from the sals of

the steel mill, and what the eifefts might be on the ability of the
Executive to negot.iate with Czechoslovakia on the subject of claims.

3. UsS, Treasury Payments to Beneficiaries in Czechoslovakia. This

subject has frecuently been mentioned by Czeeh officials as insulting to

and discriminatory against Czechoslovakia., The subject not only involves

the cuestion of the beneficiaries' receiving the resl value of the ;
remittances and the Embassy’s ability to carry out its responsibilities |
with regard therete, but also the political effects of the U,3. diseharging }
its obligations to persons scatiered throughout Czechoslowvakia and deollar

assets available to Czechoslovakia, It is understood that at the time of
cessatien of payments they were totalling appreximately $2@0,000~ 3 year.

Althoug\ the special

Oatis case have bun rnocindoa, the ecnpla’c.o intomption of trajie chumala
which took place at that time, together with withdrawal of GATT concessions,
has resulted in Czeeh exports to the U,S. resuming only a small proportion
of their previous wolume. As U.S. trade policy toward Czechoslovakia is
now substantlially the same as toward the remainder of the Soviet bloc; the
Czechs could hardly expect to ebtain any more favorasble trsatment from the
United States. FHowever, the Czechs could be sxpested to raise the subjeet,
hoping to obtain conmcessions which would enable them to increase thoir
.xmm to th. U So

e

re of Gold Pool. This subjeet has never entered into

xchang imbasey is not clear whal the present status of

thIs qneatioa 1!, m vhcthcr there is now any vossibility of its use by
the U.S. in negetiations with Czechoslovalia,

. ]



http:remai.M.er

- DECLASSIFIED e = Yoo

| o3 -S1-FRe-T9
tectesty MWD 963106 w,{-" RN

g%m Uc_.._éﬁ_ Rox A7

S SRS IR £ WA SIS It Sy S i

D S

Desp. NO.—}.2—7~—~-—— . » L WQT . J‘ Encl. No.__ -
» From""__'r'*‘&g&‘*"_'w'_—fh' o . (Ctm; f(alt 77;/ T Desp. No.
' From

il ’ From the foregoing it appears clear that im the absence of some new
(" alement oF elémEnte-introducedinty the Bituation, there 18 ne hope of obtaining
~r¥6ii Czechosiovaiia any resolution satisfactory t5the U,8. of " outstanding
econoric Gy —Phere 1¥ fothing ia the presemt sitiastion which weuld
Czechoslorw to settle oven any one of the issues, It is also apparent
that the cuestions of natienalized preperty and the steel mill are the keys
to the settlement of the others. Various possibilitles suggest themselves and
are mentioned not in the sense of recommendstions, but only in an attempt
thoroughly to canvass all possible lines of astien.

First, there 1s the pessibility of offering trede concessiond of such a
nature as to permit the development of Czech axport trade to the U,S. to the
point that Czechoslovakia could make a realistic settiement for nationalized
vreperty. All or a major part of the $9,000,000 derived from the sale of the
steel mill could be applied -against such a settlement snd the counter claim
of Czechoslovakia for losses ineurred with respect to the steel mill offset
jn the bargaining over the total amoumt cleimed by the U.S. for natienalized
property so that the net figure would still constitute an smount acceptable te
uhe UDSO "

This courss of action does not appear pracsticable under present conditions.
It would presumably require major concessions te Czechoslovakiz as compared with
the other countries in the Soviet bloc without any real basis for the major
political implications that would inevitably fiow therefrom, primarily for
the benefit of the relatively few claimants for nationalized property. Alse,
it 18 very cuestionable whether, whatever the degree of concesions offered by
the U,3., the present state of Czsch economy and its orientation te the Soviet
bloc would permit of any major expansion of the present level of experts to the
UQ\-U

Secondly, there is the pessibility of considering that the $9,000,000
received from the sale of the steei mill is all that the U.S. claiments can
realistically expesct to receive for their nationslized vroperty in the fere-
seeable future, .

Therefore, enter inmto an agreemsnt with Czechoslovakia under which the U.S.
claims for nationalized property would be offset against the Czechosiovak claims
with respeet to the steel mill, Czechoslovakia alze to resume payments under the
surpius property agreement and umbleck U.S, Covermment funds in Czechoslovakia,
resume service on the defanlted Adcllar bends, etc. The objections and
diffieulties of this course of action are obvious, Among others, Czecheslovakia
would liguidate claims for whieh the U.S. has asked $40,000,000 and Czechoslovakia
had at one time conditionslly offered $25,000,000 at a direct cost to itself of
only $16,000,000 and the claimants would omly realize $9,000,000, However,
against this nmst be weighed the value to the claimants of receiving something
imnediately as against the very problematic pessibility of receiving something

| ]
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more at some waknown time in the fuiwre, ths resumption of servies en dollar
bonds, the savings aecruing to the U.5. Gevernment by again being able to
finance its astivities im Crechosiowairia frem surplus property psyments by the
czech Government and presently fresan funds. Of course, a variant ef this
plan would be te attampt te reach agresment om a higher Figure for CUsech
reimbursement for natienslised property=-the amount above $9,000,000 ta be
paid frem a percentage of Czesh experts te the U,3, While this might be a
good bargaining position, it weuld yield the claimants very little and
ineistence on a large figurs wowld predadly imvelwe bowndless Czsch comter
claims on the stedl mill and frustrate the reaching of any agreement. There
is also the questien of Czech ability &5 do this and at the same time resums
service on the dollar bonds and other deliar obligations.

In this connection it is reughly estimated that apart frem nationalised ‘ l
property claims, Csoch srrears ef deller obligations listed in the first part ‘ \
of this despateh are prebadbly in the magnitude of $3,000,000 (surplus '
preperty $1,000,0003 dellar bonde $500,000; IEM eontraet $1,500,000), and _,
sannual obligations under these agreemmts in the erder of §1,200,000 & year.
This takes ne account of any cbligatieoms under current trade transasticns,
and official Czesh expemnditures im ths U.8. for its BEmbassy in Washingten,

U.N. Delegation, travel of trade representatives, ete, Against this is the
current level of appreximately $2,000,000 total exparts to the U,S. and probable
absence of any other substantial sources of dellar earmings. Thus there may be
a real cquestion of Czech ability te ssrvies without outside help even its
dollar obligations ather than claims for matienalized preperty at the current
level of exports to the U.S.

If it is comcimded that thers is no reasenable possibility of obtaining
at the present time an overall settlement of economic issues including
nationalizatien claimes, we should theroughly explore the possibilities of
obtaining a more narrvw settlement which weuld include Czech resumption of
payments under the Surplus Preperty Agrsemesnt., Hewever, the Embassy finds it
diffiecult to evelve any formila which would offer any poesikility of success.

The Czechs had already defaulted om the Surplus Property Agreemsnt whem
we removed the special trade measurss which had been introduced as a result
of the Oatis case, and, in any event, the present level of trade is so low as
to constitute a very feshles and probably ineffective weapon even if the deeision
were reached that it would be wise te wse it,

If resusptien of payments under ths Surplus Preperty Agreement cammot be
obtained we should examine other metheds of reducing the present excessive

dollar cest at which this Exbassy must cbtainm lecal surrency for its operations,
and the consequent unearmed dollar advantage to Czechoslovakia., We are now im
the very anamolous positiem of substantially centributing to the dollar
sarnings of Csechoslovakia because Czeshoslovakia refuses to fulfilli an
agreement with the 0.5, -

It is noted that im its telegram No, 307, December 17, 1952, the Exbassy
suggested that the Cseech Mmbasxy, Washingten, be recuired to purchase all "

SRCRE? 208913
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‘ dollars for its eperations at a rate desigrated by the U.S5. The dollar being l

e

a fres currency there would appear t® bé eornsiderables difficulty in applying

a measure of this kind againet a single countyy, and te be of doubtful value
unless a means gould be worked out whereby the Crech currency thus obtained
could be used by the U.,S. Government ir Czechoslovakia. The Department may
have precedents with respect te octher soumtries that might serve as a guide

for measures that could be taken te mest the present situation. However, before
adopting any measures in this regard, we should be reasonably convinced that
they will aecomplish their purpese and net just gortribute te broadening and

| making more rigid the present impasse.

None of the feregoing takes inmte consideration the possible use, if any,
that could be mads of the Czech share of the gold pool with regard te which
the Bwbassy does not have sufficient current information te reach any judgment.

This is presented not as any definitive final analysis but simply as
preliminary thoughts with the hope that it may bs of seme usefulness to the
Department in considering this complex subjest. No attempt has been made te
consider tactics which would have to be carefully plamned after smy eourss of
action wes determined upon. Perhaps the problems are inscluable fer the time
being amd the best course of action for the present is for the U.S. te teke
no steps to break the impasse. However, I would be relustant to reach that
conclusion until all other courses of aetion have been fully coensidered.

by L A s
T [ AL gty
U. Alexis Johmson

L I N
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SUBJECT: Trensaissien of Text of Note from Caeih Poreign Office Regarding Steel
-m-m-w - 1al Questions -

—

r There is trmmittod herewith as Bwg" um h. 1 the text of Nete No. 170,678/55-!

ABO of Pebruary 5, 1954 from the Csecho Mimistyy of Foreign Affairs whieh was handed
te the Ambassador by the Foreign Minister em that date,

Enclosures

1. Text of Note No. 170,678/54-AB0
of February 5, 1954
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Noo 170.678/54~AB0

The Ministry of Foreign Affsirs presents its compliments te the Mauy of
the United States of imerica and has the hemour te advise the folleowings

The Government of the Czmeshosiovak Republic comsiders it necessary to revert
once again to the guestion ef the steel mill which was duly and regularly pwrchased
by a Csechoalovak firm in 1947 and subsecuently properly paid for ian United States
Dollars to the American producer, but which was not delivered to Czechoslovakia in
consequence of tho refusal to issne an export license and which was morsover
blocked on Jamuary 17, 1952, threugh a blocking order of the Sesretary of the United
States Treaswry under the war-time Trading with the Enemy Act.

The Caschoslovak firm "Investa a.8.", as the owner of the steel mill, by a -

contract of sale of Nowember 16, 1953, transferred its property rights to the Argen-

tine firm "Direscion General de Fabricasiones Militares", with the provision that

the purchasing pnrty would, within a fixed time-limit, asquire the agreement of the
United States authorities for the sale and for the expert of the miil to Argentina,

The Government of the United States of America has evidently aiready been informed

of thie arrangsment by the competent Argentire officials, who have entered into me-
gotiations with the American authorities in the United States concerning the relesss

‘v,{_.vof the steel mill fer export to Argentina., Through the imtermediary of the Csegho-

Tovak Legation in Buenos Aires the competent Argentine offieials have informed the
t"o“\oslwak Government Sshat the United States authorities have taken a negative
avii. Jde with respect te the sale of the steel mill by the Czechoslovak firm to the
sald .. gentine purchaser, alleging that the stesl mill equipment represents a guar-
antee . vering cortain financial claims of the United States of America agaimst

g;uhoa rvakia, in pmrtieular claims for Ameriecan preperty natiomaliszed im Czeche-
mkia.

In t'is cennestior the Czechosiovak Government sould not fail to take note also
of the ex.ensive campaign, launched in the American press and radic, setting forth
various arguments in explanation of the negative position of the Gévernmemt of the
United States of America towards the sale of the Czechoslowak stesl mill to Argen-
tima. Thi= press and radic campaign, imspired by official representatives of the
United States and their various efficisl as well as unofficial statements, is con-
. dueted frequemtly for purely propagamdistiec aims in the spirit of the discredited
"eold war® peliey. This faet is demonstrated by falee and distorted data, by
threats of a compulsory ausction of the steel mill, by a disterted presentation of
previeus negotiatioms betwesn the Government of the Czeshoslowak Republiec and the =
Government of the Uniteéd States of America cemcerning the release of the steel mill '
as well as by ahgdcn with respsct to the contract of sale concluded between the
Argentine firm and the Czechoslovek ewner of the mill equipment, These propaganda
manisuvers have mapifested themselves most evidently - in the same way as has usually
besn the case at other occasions - in the broadcasts of the so-called "Free Eurepe"
casting station, which operates in the American Zome in Germany and which is
r the mtrol of the United States autheritioso Thus on December 11, 1953 the ‘

qr

of the United States of fmerige y S |
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dd station announced that "the American authorities are zemsidering putting up ‘
/o publie auction the equirment of a steel mill which the Czechoslevak GCovernmenti,
had erdered in the United Ststes 2 certain time ago under falase pretensss, aut.hm-/
isation for the expert of the mill frem Amerisa havimg beem refused. As you may
resember® — the repert ef the so-called "Free Burepe" centimwes - ®"the Commanist '
regime attempted te smuggle out this squipment for the production of wsapons
through varieus neutrals and through varicus imtermediaries in the Uaited States.
All these tricka wers seen through. Resently, Pragus theught that it would get
the better of America and transferred the mill equimment to Argemtima, besause,

as is well known, distators understend each other im such matters. Since there
was just sauss Lo suspect that the souipment would be shipped to Czechoslowakia
from Argentina, the United Ststes authorities did not give their approvsl to this
ecommercial tramsaetion., And what will happen mow, will be that the steel equipment
will most probably be sold in Washington at a public austion, of course only to
such purchasers, who will offer gwarantees that the equipment will net be exported
to Caechoslovakia®,

It wovld be undignified to snter into detail or refutation of the individual
slanderous aliegations., The Czechoslovak Government will restrict itself to stat-
ing that this cempaign not only censtitutes a completely ineffective means, inasfar
as it i= intended to bring pressure to bear on Czecheslovakiz, but slseo a vary im- -
appropriate form of intermational interceurse, if it is intended am a substitute
for a commmication which is customarily made through diplomatic channela,

' The Csechoslevak Government, however, considers it necessary to refute and te
put into the preper light principally those arguments, according to which the Gow-
ermment of the thited Ztates of America ecannot release the steel mill equipment te
the Argentinme purchaser because this equwipment sllegedly represents a guarantes for
financial claims of the United States af America against Czechoslevakia. Im thia
connection, the Govermment of the CUseshoslovak Republic would in the first place
reaffirm that it has never recognized the order of the Secretary ef the United
States Treasury of January 17, 1952 as a legal measurs, but has slways viewed it
werely as 2 measure based on power, prevenmtimg the Czechoalovak owner from freely
<.aposing with a property which is undoubtedly his. In its earlier Notes, the
Govermment of the Czeshoslovak Republic, in particular pointed to the startling
fac', that seven years after the end of the Second World War, the Government ef the
United States of America has inveked the war-time Trading with the Enemy Aet for a
measure dirseted against Czechoelovak property, notwithstanding the fagt that it is
mainteaining normal diplematie relatioms with the Czeshoslewak Republic.

In respense to the Czechoslovak Govermment’s request for an official imterpre-
tation of the situation which has arisen as a result of the ordsr of the Sssretary
ef the United States Treasury of January 17, 1952, the Govermment af the United
States of America replisd by a Note of the Americam Embasey in Prague of March i
1952, in which it gave the following reason for the bloecking of the stesl mill:
"the specific blocking action against the steel mill preperty was to establish ef=
fective contral over this wnutilized steel production capacity umder United States ;
Jurisdiction as a means to ensure its best use in Mited States defence interesis®,

The Government ef the Czechoslovak Republic, in its previous Notea, has re- ’
edly peinted out both the @onplqte lack of foundatien of this motivatiom;

L —CONPIDENTTAL . _.___,]f
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#eli s the sharp contradiction betwsen it and the procedure subsequently adopted
by tis United States Coverrment. HNotwithdtanding the fact that the export of the
stee). mill to Czechoslovekia did not, nor could in any way, threaten the defence
interusts of the United States, the Government of the Czechoslovak Republic was
morecver willing to accept in lieu of the delivery of the regularly bought and

r paid fe¢* equipment a refund of the advance payment and likewise agreed with the
sals of the equipment, naturally in the absence of any discriminatory conditions
with reupest to the dispesition of the proceeds of the sale and the purchaser. This
pesition of the Coverrment of the Czechoslovak Republic offered a reasonable basis
for a solutien which weuld enable the Government of the United States of America te
utiiizs the steel mill for defence as well as production, commercial or any other

. purpeses,

- In its official interpretation the Government of the United States of America
% ther stated that "Under the blocking order the Czech cwner retains title %o the

nL\ and since the mill has not been requisitioned or vested, the Czach ovwner may

no " i¢ll the mill subject to a license of the United States Treasury Department"™,

{ith respsct to the questiom of the terms of sale which would be approved and
of % disposition of the proceeds o6f the sale of the mill, the Govermment of the
Uni .ed States advised that this cuestien "was incapable of decisisn in the abstraet
anc was related on the one hand to cemmercial and defence considerations and en the
otk > to United States claims for compensation for American property mationalised
in Cxschoslovakia®, In the course of subsecuent negotiations the Government af the
Unite States successively stipulated various conditions and demands, in the first
place that the purchaser should be acceptable to the United States, which is al-
ready ot first sight an extremely loose concept, evidently depending en momentary
tactic:! sonsiderations of American diplomacy. Moreover;, the questiom of the trans-

| fer of 11e proceeds of sale of the mill from the United States to Czechoslovakia
was link>d, unlawfully, to the question of the satisfaction of claime of the United
States Government for American property nationalized in Czechoslovakia, and what is
more, as follews from the proposal of the Government of the United States of July 1,
1952, the Government of the United States placed the agreement on yaleasing the

+ ‘eel mill and the settlement of compensation for nationalization in cenjustien
Wi the agreement on the release of William Oatis; within the framework of the
exch.nge of detained persons and insisted on the simultaneous signature of beth
these agreements, KNow the Government of the United States of Mmerica is appiremtly
again Uinking the blocking of the steel mill with the question of its ¢laims M
Americar property nationalized in Giochoalovakia.

o

The unlawfulness of this arbitrary and imilateral procedurs of linkimg the’
blocking of the steel mill with the question of compensation for mationslimatfen
primaxrily lies in the fact that the Government of the United States of America is
asserting its financial claims sgainst the Czechoslovak State, respectivaly agaimst
the Government of the Csechoslovak Republic, while the owner of the steel miil was
the company "Investa a.s.”, that is to say a different legal subjest than the eme
against whom the said claims are being asserted. Besides this disparity in the i-
dentity of the two legal subjects, attention must likewise be dravn to the funda-
mental difference in the charaster of the claims. Through the regular purchase of

‘ payment for thc steel mill, the Csechoslovak company has accuired mdicp&khlj

208918
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ights of owmership and an imdubitshle claim to the delivery of the squipment,
fhis undisputable, preeissly determined and recogmnised claim is being put im con-
unction with unilateral, not as yet duly proved, nor agreed upon and highly ex-
'aggerated demsnds pmt ferward by the Governmemt of the United States, and that in
) | fact nmot only with demands in respect of American property nationalized in Csecho-
v slovakia, but also.in respest of umdoubtedly Cseshoslovak property, inasfar as its
pre=war owners later emigrated to _the United States of America and agquired Ameri-
éan clitizenship by naturalisation im the course of the Second World War, In contra-
dietion with the existing valid previsions of the Naturalizatiem Treaty between
Czechoslovakia and the United States of America of 1928, which stipulates expli-
citly that the provisiomns om naturalisation "shall not bc applieable to a national
of either country who obtains naturalisation in the other while Mis comtry is at
wart, the Government of the United States of Ameriea has also asserted slaims
. agadnst the property of these persoms, in spite of the fact that their compensa-
‘tion is a matter' entering exclusively within the scops of Czechoslovak domestie
jurisdiction. The limking of doubtful, undetermined and uarecognised claims
against a certafh subject, with undisputahlc, clearly determined and legally recog-
nized claims of [another subject arid the attempt at unilateral, arbitrary sempensa~
tion of these dissimilar claims is contrary to the most elementary consepts of both
national as well as international law. The natiomalization of the key branches of -
national economy - as effected also in the Czechoslovak Republie -~ is ecompletely
and exclusively the intermal affair of any sovereign state; this being an wmdie-
puted principle of internstional law it cannot be recognised as a motive for bring-
ing pressure to bear by means of power on the State which 18 carrying out natiomal-
isation and that not even in the event that this should affect the intortata of
another State or of its nationals,

Aceordingly, the following fundamental contradictiem follows from the develop-
. ment of the pesition of the United States in this matterg If the Czeshoslowak
- stesl mill was blocked by the order of the Sesretary of the Uhited States Treasury
of January 17, 1952, "in order to ensure its best use in the defence interests of
the United States” by virtue of the Trading with the Enemy Act, them oven wnder
the provisions of the said order any limking of the blecking of the steel mill te
the matter of compensation for nationalized property is completely unlawfwl, If
the steel mill was not blocked "in the interssts of United States defence®™, bul in
order to enforce compensation for nationalisestion, them this but confirme the wn-
lawfulness of the order itself, which under legal pretexts was the means for tak-
ing what was in fact an arbitrary measurs of resorting te power, undertaken neither
in the interest of law nor in the interest of “defence™; but exclusively in that of
the tactical roquirenmts of diplomacy. The foregoing is confirmed by the felleowing
factssg

When on Jamuary 17, 1952 the Government of the United States of Americs blocked

the Czechoslovalf steel mill which was parchased by a Czschoslovak firm in the

United States of America in 1947 and successively regularly paid for, it did mot
take this measwre in comnectiem with nationalization, which had been effected im
Czechoalovakia in the years 1945 snd 1948, but within the fremework of its general
policy of discrimination and in order to brinmg pressure to bear upon the Government
of the Csecheslovak Republic, evidently in connestion with the negotiatioms whieh
\woro opened at the initistive of the Govermment of the United States between the \

States of America and the cuchonluuk Republic at the end of 1951,

N

‘_;£QHMEQL__J 9208919 |



http:It&Uea12.au
http:lawMn.es
http:eontra.ry
http:proY1.ld
http:No--l.66

|

- DECLASSIFIED e -

T jellloas i3 SRS
h‘%m&a_@ﬁ: Rox 2

S

of i » = = ' Page. 5 of

- e End. No— X ___ . %4
S o QW_—J(C sification) Desp. No_léé_

Fro

The order of th: Secretary of the United States Treaswry of Jamuary 17, 1952,
4sides reference to the war-time Trading with the Enemy Act, contains ne other mo-
tivation for this messure, snd in its official interpretatiom of March L, 1952, the

/Government of the Unlisd States of America motivates this step by the estadblishment
" of effective ecntrol cver this wunutilised steel production capacity "in the inter-

et of United States dafence®,

The Gonmmt of the United Statu of America has refused to stipulate "ab-
stract™ terms for the authorisation of the sale of the steel mil) and has linked
the avtherization of the sale en the ene hand te ecmmercial and defence zonsidere-
tions ef the United Statez and on the other to United States claims for compensa-
tion for Mmerican preperty natiomalized in Czechoslovakia.

The Government of the Mnited Statas of imerica set discriminatoyy comditioms
for the authorization of the sale of the mill, im particulaf %that the purchaser
be aceeptable to the United States®™, raising no fumdamental ebjectiens to the sale
of the mill to a West German concern and in Awgust 1953 even giving its efficial
;tpport. te an orfor, entirely wnacesptable for Csechoslovakia, made by an Amsrican

irm,

The Government of the United States of America thus put a noml commercial
transaction in conjunction with varicus financial and pelitical issues, which have
ne connection whatsoever with the sale.

The blocking of the Cseshoslovak steel mill and the linking of this question
with that of compensation for mationalizastion is entirely imadmissible from a legal
point of view, The blocking of the steel mill, moreover, was net and camnot be mo-
tivated by the position of the Csechoslovak Government im the matter of the said
compensations, The Covernuent of the United States of Amsriea is well awvare that
Czechoslovakia has concluded compensation agreemmmts with a mumber of States and

S *hat it was willing to conclude a aimilar agreement alse with the United States
- Go~amment. Tt 1is not the Czechoslovak Governmemt that is to be blamed fer the
fact that such an agreement has not as yet been comeluded. Already at the begin-
- ning ~t 1946 the Csechoslovak Goveriment expressed its willingness to compensate

Americon natiomals, whose preperty had been nsticnnlized in Czechoslevakia, on am
individual basis. In the Declaration em commercial pelicy and compensation for -
nationalized preperties, confirmed by the exchange of Notes of November 1., 1946,
in which both Governments reiterated their "desire to achieve the oliﬂ.uﬁm of
all forms of diserimimatory treatmemt in internationsl commerce amnd the reduction
of tariffs and other trade barriers”, the Governmeat of the Csechoslovak Republie
again reaffirmed its willingness to grant cempensation to Amsrican natienals for
nationalised property. It is again net the Goverrment of the Csechoslevak Repubdlie
that may be blamed for the fast that the entire subsequent development of Ameriecan
trade pelicy was dirested towards the intemsification of discriminatiom in inter-
national commerce amd towards the inorease of customs as well as other trade bar-
riers. This ciroumstance mecessarily influenced the subsequent negetiatiens cm
conpensation for nationalisatiom, particularly after Czschoslowakia had been sub-
Jected to a policy ef extrems discrimination om the part of the United States., In

te of this a Czechoslovak Goevernment delegation was sent to the Bnited States in

949 in order te conslude a globel cempensation agreement. The Czechoslovak
i3 not to be blamed for the fact that these negotiations were broken off
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Aited States for the compemsation also of wmdoudbtedly Cssshoslevak preperty, i.e.
Jhe property of Czechoslovak eitisens who had been maturalised in the Tnited States

‘of Amerisa im the courss of the Sesend World Var.

In 1952, the Csechoslovak Government, in comnestiem with negotiations concern-
ing certain outstanding issues betwesn the Czechoslevak Republic amd the United
States of America, howsver, agsin preposed a solution to the United Statez Govern-

, ment of the question of «-pmntin for nationalisation within the frameweork of a
gnonl normalization ef mutual trade relatiems, and that threugh the deductiom of
a certain percentage of Czechoslovak exports te the United States, In the opinion
of the Czechoslovak Govermment to equire the payment of cempensation fer national-
isation on the ons hand and simvltanecusly to refuse a moyrmalization of mutual trade
relations on the other, is nmot cnly unjust, but also extremely unreaiistic., The
Cseshoslovak Oovermment holds that a nermal development of trade relaticns between
Czechoslovakia and the United States, which the Czechoslevsk Gevermment is seeking
in the spirit of its peliqy aimed at the stremgthening of peass and intermational
co-operation, would not osly create a favourable atmosphere, but alse the necessary
material and finaneial basis fer the settlement of outstanding fimaneial issues,

The unwillingness of the GCeverrment of the United States te agree te smch a solution
of outstanding finsncisl issues, which would be based on the normeiizetion of mutual
trade relations; apparently is am expression of the lack of eonfidence of the United
States Government in its own trade paliey, whieh until now has been and =till is a
pelicy of discrimination and of trade barriers, A typlesl expression of this pelicy
is the attitude of the Goveriment of the United States of imerica tewards the sale
of the Czechoslovak steel mill to an Argentime purchaser., Alse in the given ecase,
the matter in cuestion is a normal peaceful eommercial transaction, the authorisa-
tion of which would not omly be of benefit to the contrasting parties dut alse te
the United States of America, since this would ¢reate certain premises for a renewal
e’ confidence in the pessibility of mormel trede relations with the United Stales.
Te insistence of the United States Govermment on the pesition of wmlawfully block-
ing this regularly and properly paid for squipment not only renders impossible any
rormslization of trade relations between the Thited States of Amerieca and the Czecho-
slovak Republic; but diseredits the Gevermment of the United States aleo in the
eyss of world public opinion and cean only confirm the lack of comnfidence and deubts
sxisting in business cireles with respect ts the attitude of the aonmcnt of the
United States of smerica to the question of intermational trade.

The Csechoslovak Govermaent therefors demands that the Government of the Buited
States of America release the steel mill for export te Argemtina, witheut putting
any conditions either te the seller or the purchaser, nor towards the States con~
cerned,

Az to the out.stmd:lng economic and financial issues between ths Gmchoslovuk

" Republic and the ‘Tnited States of America, the Goverrmemt of the Czeechoslevak Repub-

 1ic contimues to bo willing to preceed im negotiations with the Government of the

- United States of Auriu through diplmtic channels,

thhb&mdmmmstautdhwiuofihmddmtm

’ The mn:l-t.ry of Perelign Affairs avails itself of this oppertunity to assure l

» February 5, 1954,
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TO: MN - Mr. McDiarmid &EPARTME
A

FROM: EE - Mr. Gleeck

SUBJECT: EE Position on Bl&Tk#RE ZovAwtgBsge Assets

Supplementing my Informal memorandum of April 5, I should
like agaln informally to seMESSWEE @Y tiprrecord the results of
a discussion between Mr. Higgs, Mr. Truesdell, Mr. Vedeler and
ithe writer on the subject indicated. All were agreed that however
reluctent we are to see Sovliet bloc assets escepe from our control,
(we do not wish to see Soviet bloc free dollar accounts grow and
we should like to apply these assets agalnst the satisfaction of
natlonalization and other clalms against the bloc) that weighty
political and economlc considerstion militate agalnst general
seizures at the present time.

First, there i1s the ever-present danger of reprisals against
our legations in the Soviet bloc and the probable negative reaction
of our Western European allies ("Blocking means U. S. plans war").
Second, EE feels 1t would jeopardize our surplus property agree-
ments In certaln Sovliet bloc countries (outstanding balance in
Poland 36,000,000, Hungary $14,000,000 and Czechoslovakia
%5, 300, OOO) as well as the bov1et annual interest payments on
pipe line Lend Lease material (43 - 5 million). Thus if we should
seize assets amounting to, say $10 million from the Czechs to
satlsfy some 25 million worth of claims against Czechoslovakia,
we might not only tempt the Czechs to default on thelr surplus
property agreement but set off a chain reaction of defaults else-
where in the Soviet bloc. This is the more likely as any broad
move to selze any Soviet bloc assets In this country would
(1) evoke claims from a multiplicity of other clalmants against
all these Governments and (2) probably lead to the ilmmediate

+ flight of Soviet bloc funds from this country.

EE would still favor NPA's requisitioning of the Czech
steel mill and rubber machlnery on the grounds set forth in the
previous memorandum. If NPA objects on st:%EiE%? gmndé and the
Treasury insists that there is no justification ‘for moving sagainst
8ingle assets of this kind, uld be bound.to oppose any general
blocking order for the reaso b >oVe .

E. MEZIACE CENTYR

covTEoL
: . N ;&6 i
SECRET

EUR:EE:LEGfggik:jtw
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On being informed of the agreement. on' procedures, Spanish
representatives submitted their loan program for US considera-
tion. This proposal was, however, considered unacceptable be-
cause 1t constituted a government, rather than a private enter-

rise, program, involved the immediate utilization of the total
562;5 million, and was based on a commodity "shopping 1list"
rather than on the requirements. of specific projects. The

- Spanlards also requested that credits be extended at a 2.5%
intercst rate. It was, however, explained to them that, although
the 'funds for loans to Spaln were made available through ECA
legislation, such loans will be Eximbank and not ECA loans.
The loans would therefore not be directly comparable to the ECA
loans which, while made through the Eximbank, are an intégral
part of the ERP program. Under these circumstances, the Exim-
bank's offer of a 3% rate represented generous treatment since
the Bank's loans never carry a lower interest rate and the rates
on comparable long-term loans are usually 4.5%. Although the
Spaniards finally accepted the 3% rate and the Eximbank agree-
ment to consider applications for cotton, fertilizer and tractors .
as a start, they may continue to press for credits along the -
lines of their original program.

%k * *

PROPOSED ACTION FOR SETTIING The Department has approved the

CZECH NATIONALIZATION CLAIMS proposed use of the President's
requisitioning authority under

the 1950 Defense Production Act to seize a Czech steel rolling

mill in the US in order to secure a settlement of US nationaliza-

tion claims against Czechoslovakia. The Department and the

National Production Authority are now attempting to solve the

remaining legal problems which would be involved in such action.

If carried out, this would represent the first measure taken by |

the US to exert economic pressure on the satellite countries

for the purpose of bringing about a claims settlement and the

first use of the requisitioning authority against the property

of & foreign government.

We have been attempting for several years without success
to secure s settlement of US nationalization claims against
Czechoslovakia. The most recent negotiations for this purpose
were adjourned in May 1949 (8ee page 9, Nay 2, 1949 issue of
Current Economic Developments.) and the Czechs have not seen
fit to meet with us since that time. The US action now proposed

is
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1s therefore felt to offer the only immediate possibility foer
securing any payment on these claims. Under this proposal, the
National Production Authority would take over, in the interest
of national defense, a Czech steel mill which has been denied
an export license from the US, and would offer to compensate
the Czechs contingent upon their settling US nationalization
claims. If the Czechs refuse this offer, the compensation pay-
ment would be withheld on the ba31s of our counterclaim arising
from the nationalization claims. In this way, the payment could
be used as a lever to induce the Czechs to reach a settlement
or as a partial offset to our claims.. Although this action
invo%ves the risk of Czech retallation, such a risk is probably
inhekent in any positlve action we might take : o

‘Since the recommendation was appr0ved there have been
reports that the Czechs have already sold the mill and these

are now being investigated.

SECRET
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‘ -‘vﬂ'xich yt)’u propose with Ha,jek, and ther'efom in your

. }ﬂgé&‘b'f that o,ft‘er oi' Se‘btlemen‘o of $13 million with final $2 million

Lricle: Etwdf‘ of c.ou.rse, ayfments on arrearag,e W’J.ll be in addjtior

-,r‘agé L of July 9 is $2,176,39 u03. Detaﬂ led sta’cement of

hl‘ mi;p:mn payment to cach. However, dc: not ag'rree ‘o
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- Tepmedt 14 We has. mt'- a'c"bﬁen mde by the. ander S‘mn'etam. x.ven‘
Lhgrneds 3 e} - the Depariment doer not: believe 3t would be
For cbpi*& W;to o) mm& the Cmechoslovek figure as & basis for nego-
1»&1» iéf 80 mrv:fsubaidi)m s but nometheless important, points
: £l In tsﬂ‘ecﬁ .ne are lnvi ting the

- ‘nprec to these changah, we will. then be in e ]aositioﬁ to gdwa
t“ 1;- lsump i ‘o2fer consideration, To egree ot this point to nego-
o bagts of $11 miliion er anything under our previous mini-
‘ l‘tacticztl]y unwiaa sinea tha cmehasluvak.s mmld acu-oe]v

sﬁm& Ezéehdalmkiu will no'b receive an- add‘[tioml
h ey "50 per eent of the reglstered Csechoslovek -

‘Further; ‘we would not uee eny langusge of "advance
' piqpmma by the Cmachoslovaks .(sea Bmlxlespateh 385 of
L0471958) , #dheed this: larguege might be sobject to the inter-
rebation that the Czochoslovaks want to be paid before the U. 5.

g aep% Ble formils from the U. S. standpoint is the following

s in altorsd #11phtly from that givem in Deptel 432)t

':‘-'FWhaf.ewa‘F_ Agare' 1o £inally ngresd upon sbove thy $9 million should
| provide for paymert of the agreed amount et the same time Czecho-
:‘Mvea 5 taking in'ho ueammt dslﬂ Varioa aLread;y made, an

,wmtu“ sn ‘m

ammm’e
,_-zm*mmm
APPROVED ‘BY _ :
v Albmrt W Shur@r .‘,l':z-0
| E}’EUE»E Réarney = E - Mr. H, Robinsem
!Mw . L/SFPs Pr. Keegen - tl‘reasury w Mr, H.P. Nelsen

EE = Mr. COIbeM: Army - Mr, G.F, Nichols (Dsgw y
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ri amoum; o.f gold Qq\ml'to ene-halrwf‘thb cm;m ﬁlﬂim WM’W%M ]
‘Tripartite Gold Commission.™ Kamrer, inccomneotion ‘With ths mechenlon of pay- -
ment, if an oversll sgreement ism roaebad, L. 3 vmz'ld ‘want somd mmw wherotay
the United States will receive the additlonsl payment om the nationalisation
settlement out of the sward made by the Gold Commimsd o, e dq naly ﬁmm!owo, ?
plan to slgn any delivery order in the Geld cean#gn nlers we Ay
multanecus delivery crder from the Czechosloveks for the. munb ubﬁ'ch muy ‘be
egrood upon. The mechanios of the arrengemert cam.be worksd, oul afker ngree=
ment is reached. . Of cmnaa -other mechenics can. be_arrgnged. of an: Bl
isfactory natmu. for example, payment frem ayy other fiouree -of gold Can
veicie may have in the Free Worldj the essantinl ‘elsment nt"awrwnmumm As
that the United States and Gzecboslmm s:lmiltm,. 16y ! vir mﬁitlmnt.

BOIRHOIDER AHQ M mw

The Department be: loves the cmoheeimak propolal,i
from a percentege of exports if totelly umecespteble wt?ualyj{-mﬂ# thia wn- -
necessarily prelong and complicate the sattlemsnt of Addls ohligation,.but ac- .
ceptance of the Czechoslovek proposal weuld place the! th& nd émwrment
in the position where it would be under pressure from the bwndholdm, #a wall
as. the Czechoslovak Govermment, to encourage exparte b the United States in
order to cbtain payment; of their bonds. ‘The Depertment halisves. that. the formla -
previously agreed upon of direet . ntth:mna mm for.edx. mmtha, ;
followed, if no sgreement is reached in that time, by gmrmm-wmemm
negotiaticns, should bo adhered- tﬂ. Hcmaver f.he !‘a" ¢t that the 'choalmnlm

" mlmbm'uo bomtlholdors

as to vhether there. evdsted 8 mioua ;tnt«»mim twmgam.nm ‘s
mert with the bondholders, ﬂanca, wa. bolieve that i} ia. necussery
iacnuance cf the atatbmam: i’avowing an expanai% 91' W% anﬁ npa:d.n

but, the Embasew ahould point orut that iH: Iraa t!my, m-m‘ T B
matter upon which tamtiva agraemnt knd basn raacm

‘- IBM's poe,ition in the mgr:hiationa with rcaapeat tn ,éirem; mgqﬂutim a8
followed in six monthy by government-to-gavernment ne tiatipmia gamparable
to that of the bondholders, A copy of the: Aidcywuéuom 1o i:m ‘daljvared mt the
next meeting is forwarded as Enclosure 1 te this inetyuction. The. mmv’msm- S
ing applies to the reopening of the case since the’ ﬂmmslmfakm o s g
December 20, 1957, suggested the possibility that. the ausets ¢ ‘the oompany were .
being : aqusstarad through the impoaition of taxes amd cianrwt, ‘medthay the L
American firm nor the United 8tatas Goverrmnt md !hae ”advmnd of 1?.110 mtwe ‘
and extent theraof. v _ _ :

The Drpertuent believes thet: Lt omld be e
an agreement with a. $cw19'h bloc cmmtrx 1,,. Fhittb'. ]

cormmrnL
[ Secursty: Classtfication) .
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SUBJECT:

-

Conversation with efficer of Csech Exdassy cencerning Csegh defanlts on
. finsncial ohhgsﬂmaﬂpmndsmmw OM~/0 © D'V
/72 /« 74 (,4

© There is enclesed & memeranium of & cemversstion between
¥, Joseph A, Gresmwald, Aseidtant Commercial Attache, and
¥r, Pavel Dzunda, Thixd Seerviazy of the Csscheslovakisa Eubessy
in londen. The primeipel subjects.iiscussed during the conversas
tion were the recent Csech defanlts.on its finsnoial ebligstions
to the United Kinglom and-the trede problems orested by the orestien
of the Comon Market and the European Free Trade Associstion. o

bt

First S.enh:y of Bubassy

Enclosures
Memo of Conversatien:

Copy sent to:
Ansmbessy Prague

OFFICIAL USE ONLY

INFORMATION COPY
Retain in divisional flles or destroy in aocordance with security regulations.

REPORTER
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" MEMORANDUM OF CONVERSATION -

DATEs December 28, 1959

SUBJECTs Conversation with officer of Csech Embassy concerning Czech defaults
on financial obligations and problem of Sixes and Sevens

PARTICIPANTSs Mr, Pavel Dsunda - Third Seoretsry, Csechoslovakian Embassy
Mr, Joseph A, Greenwald

The lunqh with ¥r, Dzunda was mre like a similar ocoasion with a member of
one of the Wéstern embassies (e t for the frankness of our exchanges) than any
other meeting I have had with me of the Soviet or satellite embassy staffs.
He obviously oonaidered it a "working hmch" and we spent very little time on
idle chit—ohat.

My, Dmmda has been fairly adtiu in making Eﬂausy oontacts through his
participation in the Association of Economic Representatives in Iondon (see Embassy
despatch No. 1090), Although Mr, Dgunda's wife is with him in London (I have
never seen her), his six-year-old daughter is attending school in Prague. He
said, however, that his wife would be going back to Prague around the first of
the year and probably would bring the girl back to London. In response to a
question as to what kind of school she would be placed in here, Mr. Dzunda said
this was a ml problem because of the language difficulty and that was the resson
why moat children of Soviet bloe staff members remain at home to go to schools
Mr. Dgunda has been in lLondon for two and one-half years and expects to stay on
about six to nine months longer before being transferred,

I asgked Mr, Dzundas whether he had taken part in the recent trade talks with
the UK and he replied in the negative, but added that he had been involved in the
financial discussions here, Following up on this opening, I inquired about the
recent defaults by Czechoslovakia on its financial obligations, I said that
everyone seemed baffled as to why Czechoslovakia had faliled to make the payments
on its various bonds and loans at this partiocular time. The response I received
from Mr, Dzunda did not hang together completely, but he did attempt to explein
the Czech position. Mr., Dzunda first listed the three major finanoial obliga~-
tions of Czechoslovakia in the UK which, he said, added up to about $9 million,.
At the same time, according to Mr, Dzunda, Czechoslovakia has already paid in
interest and principal over £18 million on these obligations, He further
explained that this peculiar situation had come about because the Czech Govern—
ment in exile during the war had no funis awvailable, but wanted to contimme
payment on its obligations and had been forced to borrow additional money in

- Britain, Furthermore, Mr, Dzunda pointed out, one of the obligations related
to the Skoda works which were completely destroyed during the war. Thus, in
'Mr. Dzunda's eyes, it was a simple question of Czechoslovakia "contiming to pay
for mothing," Mr. Dzunda said that financial editors in London had asked why
the Czech Government had not stopped the Skofla payments immediately after the war.
when the plant was destroyed. Mr. Dzunda‘s reply was that Czechoslovakia had
N 2
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wanted to maintain its good oredit standing. But he could not explain why the

|
|

Czech Government defaulted in 1559 rather than any earlier time, particularly in
view of the fact that the obligations would have been paid off in a year or two.
At this point I gave up the pursuit of a retional explanation of the Czeth action
and asked what the Czech Government proposed to do in the future. Mr, Dzunda
replied that the current negotiations were devoted to getting a lower interest
rate and he assumed that if this objective was achieved his government would
resume the payments.

During the course of the lunch Mr. Dzunda elso referred te other financial
problems; in particular the question of Czech gold. Sinece I knew even less about
this subject than I know about the Czech default on its UK ebligations, we didn't
1get into it at alle Mr. Dzunda also asked whether I knew how the US-Czech dis-
cussions were proceeding, particularly on the issue of funds held by the US as
the result of the sale of the Czech sbesl mill to Argentina. He said that

‘Mr. Margolies had mentioned thia to him soms time ago and he wonlered where

i

| mtters steods I replied that thie is a subject on which we in Iondon would
not be informeds as far as I lmev the negotiations were still in progress,

¥ost of the lunch was dawted to a disoussion of Sixes and Sevens,
Mr. Dzunda was particularly ‘interested in the US position as well as the pros=
pects for solving the European trade problem, -He led off by giving a very
peseimistic assessment of the situation, .As he understood it, the US was
opposing the EFTA and any wider European free irade association because it
objected to "discrimination™ against American gpods, My response was devoted
mainly to trying te make clear to Mr, Dzunde the various ways in which the word

- "digorimimtion” was used and misused. Mr. Dzunda felt that the French were

L

strongly opposed to a European-wide free trade association and therefore no
arrangement would be negotiated between the Six and the Seven in the foreseeable
future, At the same time he sew the EFTA as a very weak grouping because of the
substantial trade of Austria, Switzerland amd Denmark with the Common Market
(in this oormection he cited some erronsous statistics about the proportion of
the exports of these countries which go to the Six), With respect to US invest-—
ment ; Mr. Dzunda expressed the wiew that the Common Market would p:mve more
attractive and Ame.dcan capital. would be ‘drawn away from the UK. ;

Since we had discussed problems of -economic integration in Weatern Burepe,
I asked Mr. Dzunda whether CEMA had similar @ifficulties. I doubt that the
ensuing comments from Mr., Dzunda revealed anything new, He said that the
socialist countries were now embarked upon a pregram of "specializetion” in
contrast to the poliocy of "self-sufficiency”" which prevailed up to 1955, .The
current CEMA meetingsyhe said; were attended by ministers of planning who
attempted to integrate the development plans of each of the particdipating
countriea, In response to a question about investment, Mr, Dzunda said that
there were no investments by one state in another similar to US investments in
Europe, The closest thing in the socialist countries were long term oredit
arrangements, usually for the purchase of machinery, whicsh were worked. ocut in
the framework of bilateral trade agreements,
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- Note: Since dictating this memorandum of conversation, I have learned that ‘
the

{
|

Czech Embassy appreached a number of experts in London in an attempt to
organize a panel on Sixes and Sevens, They apparently spproached Mrs., Miriam
Camps, Peter Thorneycroft, MP, and Allen Day of the london School of Economics,
but at least two of these turned down the invitation. The purpose of the panel,
as I understand it, was merely to brief Czech Embassy of ficers. They may have
obtained the services of other experts since Dsunda seeémed to be pretty well
informed on the sitnation., In any event, the Czech Embassy seems to have been
instructed to gather some current material on the problem of economic integration
in Western Burope, ‘

JAGreenwald/af : {
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™: L/FE - Mr. Maarer

I*ve resd your memoreniws of Bovembar 3 on
think St presents s gool mthol of handling the
matter, taking sessust of the U.X. Jreceevpation.
hmﬁ.x.m-nm

At the spprogriste time, I would suggest
» masssge go to M. Allimen imstrusting his to
raise it with the Cosehs. It meems too early mew,
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I8 - Mr. Metsger | November 3, 1959

I/ - Ely Maurer
Sizultanseus Delivery in Csesh Geld Matter.

1

Per our telephone conversation of seme time ago I have been thinking
over how we might follow the preesdurs suggested by the British im their
letter of August 26 with respeat ¢5 the geld delivery in the Cseeh settle-~
ment, You will recall ¥dat we had origimally plammsd on a simmltareous
delivery of documents in the offise of the Seoretary Genmeral of the TAGC

u ‘

s progedure nlingt !'dmlncnmuaktoamthtwgstm
Zns.nionmmnekh'.

As I nee 1%, thoproedmmmlduoalongtho 1line of the British
suggestion would bc somevhat as fanm:

Shortly after we sign the c:nh settlement, we would inlicate to the
British and Fremch our willingnees to sign the Cseeh avard, Ve wowld then
sign the Czech award which would alse be signed or would theretefore have
been signed by the British and the Freneh., The Secretary General weuld
then follow the system that has besn fellewed with respect to other olai-
mants; mamely, of sending the Cseshs a eovering letter emelosing a eopy
of the avard and egples of the proposed delivery orders ant a eopy of
the proposed reesipt. The sovering letter would request the Caseh Gevern-
mext to desigmmte the dank in whose favor the delivery erders should de
made out and nlse te supply the Csech Ambassador or other represezitative
with full powers for asespting the delivery orders amd giving a reeeipt
therefor. Ths Caschs would then study the award amd, being satisfied
with 1t or knowing that they would mot prejudice their rights by scospting
delivery, they would go ahead and designate a represemtative, give him
full powers and also des ts the bank im vhose favor the delivery erders
should be made cut, Them' would arrange with the Sesrstary Oeneral
of the Tripartite Geld Cemmiseioa for a date om which they weuld de pre-
pared te aceept the delivery orders and give a reseipt therefor., The
Seeretary Geheral would then set up a date for the elosing, at which time
he would transmit the delivery orders and oblain a signed reeeipt frem
the designated Csesh represemtative. A cepy of the delivery orders wowld
then be sent by the Seerstary General to the Federal Reserve Bank of

New York

208940
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18,400 kilegrans of gold,

At the tiwe of the signing ef the m—anch agresmmsnt there weuld
be obtained from the Czech Jovermsent a letter (perhaps the form of
the letter oould be set out in the ammex of the agresment) which wowld
be sddressed to the Federal Reserve Bamk of Nev York and which womld
atate in sffest that it vas antieipsted that in due eourss the Tederal
Reserve Bank would receive a delivery order from the Tripartite Geld
Commission in favor of the Csesh Jovermment (er the Czech Central Bank),
The Federal Reserve Bank would be authorized to held the gold umtil it
ad received a eashior's check of a US bank for two millien dollars
(altermativaly, a two million dcllar eheck sertified by a US baniks
altermatively, a Swiss bank; altermatively, a delivery erder for the
emivalent of two million dollars in gold),

Ascordingly, when tmmmmmmummdbyw
Seervtary General that the Csechs have received the delivery order, it
will held the gold until it has the o million dollar cheak made omt
in faver of the United States from the Cseah Uovermment., This prossdure
will assure that the Csech Govermment doas mot get the gald im Few York
save after having put the two milliem dollar sheck in faver of the United
States in the hands of ths Federal Ressrve Bank of New York.

I

Sueh is the procedures I emvisage along the lines of the British

suggestion, T think it may be helpful to point out eertain aspests of
this procedure.

1, This prosedwre requires, of esurse, that we seeurs the prier
agreement of the Federal Reserve Baak and they will doudhless wish teo
clear the doocuments which govera their aeting as esecrow agent. They my
also wish to charge same fes for this,

2. The Czech Govermment may fear that ihe Federal Reserve Bank may
gt at the behest of the United States Govermment comtrary to the arrange-
ments worked out. The Czech Govermment may come to the conclusion that
the only safe proosdure is mot to twrn over the two million dollar eheek
wntil the gold hag, in fact, left the United States and is on the high
seas, This was alse a possidility under the old proposed arrangements.

In the event the Cseahs balk at this aspeat, thm my be 1o alternative
other than to make a Swiss bank the esorow agent,

3. The above procedure envisages that we would sign the awmurd before
ve are sure that we are getting our twe million dellars, More partioularly,

the

SO IDENIIAL
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the Cseshs my get a copy of the sward, my start to examins 1% and may
not 1ike certain featuves of it and may deeide to appesl %o the Tripartite

40,000 kilegrans, Hovevar, sn the other hand, they be induced to
take dalivery in view of the fact they get 20 millien whils only giving
uap two million, Also, they may he moiivated by the ether advantages of
the S-Csech agremment, vhich agresment would otherwise not go inte
effest unless they 444 take delivery.

4 Anocther possidbility 4s that the Caschs would not objeet ta the
avard, but once having secured our United States sigmture to the award
they may consider that they are in a strong legal position; they mey
refuse to go forvard with the delivery of a two million dellar chesk
te the United Stutos and instesd may insist that the Tripartite Gold
Comxission mks dslivery to them regardleas of whatl may be the con~
ditions in the V8-Oueech agresuont, I the Gaeschs take this ponition
before ths delivery orders have bien signed, the US esuld refuse to sign
ihe delivery orders. JIf the Cueshs take this pesiitiom afier the delivery
orders are signed, the Pederal Reserve Bank will refuse delivery. However,
ve would have come to the position which we bave Been eager to aveid
for severa) years, of having agresd to sn swerd and merely holdimg bmek
on the delivery, OF course, the situatiom is 4ifferent from that in pre-
vious years in viev of ths fact that ve veuld have a signed agresment,
which the Csechs are falling to go through om, and in view of the faet
that ve would have embarked en this presedure only late in the gaws,
when the probabilities of a slipup vere remete., In comestion with
this eftuation, there is the possgidility that the Ozeshs night inmtitute
8 law suit in the Werld Court to feres delivery, now that the Umited
States had performed its Jwiicisl funetion and vas merely helding up
the delivery. The possibility of sush s snit 1s remote, however, sinee
taking such astion would be comtrary to the steedfast poli g of the
Savietl Blooc countries in refusing 4o sus or permit themselves to be
susd in the World Cowmt, i

5. In the proesdure desoribed above, I have cmitted conneeting the
gold in the Bank of Wngland with the eserow arrangements, As T under-
stand it, the gold in the Bank of "ngland set aside for the Cazsch delivery
totals about $11 million, It seems to ms too cumberscms for us to werk

up
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up a system Dy which the Ciechs weuld give suthoriszation to beth the
Fedsral Recerve Zank and the Bank of England to held back on turming
over the gold te the Cseeh Govermment wntil the 4wo millien dollars
had been made available to the UB, This is not impessi

oub; it wonld imvolve some further actions in which the Federal Reaerve
Bank would inform the Bank of England that 4% hed received the
million dollar gheek, upon which the Bank of Emglawd would deliver
its pertien of the gold, Howevar, the Bank ¢f England would

tale the British official position that it €124 not

If the Bank of Bngland 1s mot involved, the sitwation will
after the signing of the delivery orders by the Tripartite Commissiener,
the Ceechnslevakisn Govermment will oktain acoess to this $11 =d1liem 4n
tim gold regandless of vhether Capsheslovakia goes through with the

tyvo million dellar delivery, .Of courss, there will be the pressure

on the Czech Goverrment to hand over the two million dellars or else
not have the remaining geld ($9 million) from the Federal Reserve and
this may be suffisient pressurd to Xeep them in the performance of their
obligntions, .-

¢
11
1H1!
§

A

111

If it is deeided %0 go ahead with the procedure abeve, it may b
desirable to set forth the shape of the Armax to the Cszech agreement.
It will be recalled that as our first altermative we would proposs that
the Csech settlement contain a provision merely for aimultanecus dslivery
as may be mutually arrenged, As g second altermtive, we would
that simultanecus delivery should be made as is agreed upsa in the
attached Annex., Probably the Csechs would imsist on setting forth the
sizmldansous arrangeaent in the Ammex of the agreement, This is roughly
how I envisage such an innex might read.

AENEZX

2 After the United States Commissioner signs the Cseeh awvard, which
will at the sans time or will have therstofers been signed by the French
and United Xingdon Commissioners, the Searstary Osnersl will transmit to
the Czech Ambassador in Brussels a eovering letter from the Tripartite

% Gold Commission announcing a further distribution, im the typlica mt
of such letters, and eontaining & copy of the signed Csech &
delivery orders in the typieal form of such orders, in the amount of

Mlograms 10 the Federal Reserve Bank of New York,
kilograns to the Bank of England, Londem. The ocovering letter will also
request the Casch Govermment to desigmate the bank in vhose rame the
delivery orders are to be mede out and to provide the Czech Ambengador

vith
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- with full powers authorising him te accept the delivery sarders and

¥
. .
Ada Pl A l)“{ )
Tara {}[ /AN

receipt for the gold. The covering letier will alee contain a draft
form of reeeipt in the typieal form of such reeeipts,

Shortly afSer the reeeipt of such letter, the Czech Covermment will
provide the Csech Ambassador im Brussels with the neeessary full powers
and will awthorise the Csech Ambassador to advise the Sseretary Oeneral
of the designeted Mank in vhose mame the dslivery orders should be mds.
The Cassh imdmssador will then commumioate with the Seerwtary Gensral,
providing him with a cepy of the full povers and advising him of the
desigmted bank, Thereafter, in accordance with the regular procedure
of the Tripartite Gold Commission, the Seeretary Osmerul will desigmise
a date for the exebange of doewments at the office of the Seoretary
General in Brumssels., At this ogession the Sesretary Oemeral will de-
liver the delivery orders deseribed above, sigmed by the three
Coammissioners, againet an origimal version of the full pewers from the
Casch Oovermemt amd a ‘Teceipt for the delivery of the gold signed by
the Cseeh Amdeassador, : :

The Seeretary Gensral will thereupon transmit sopies of the delivery
orders to the Federal Reserve Bank of New York and to the Bank of Znglamd,
londen, The Bank of Smgland will, om receipt of the delivery erders made
out en 1t, hold the gold for aceount and subject 10 the instruections of
the designated bank, The Federnl Heserve Bank of Mew York, on reseipt
of the delivery order made out to it, will await the presemtation of a
oashier's check of two milliem dellars of ‘a: New York benk (altermatively,
Swiss bank} altermtively, cortified chesk), Om ressipt of this twe
millior dollar sheak, the Federal Reserve Bank of New York is authorised
to wld the gold subjeat to the imstructions of ths designated bank, The
Tederal Aeserve Bank is further authorised to tranmmit sush chesk to the
United Jtates Jovermment. '

In order that the Federal Reserve Pank of New York may he previded
with proper suthorisation in the sense of the above, the Csechoslavakiam
Govermment will provide to the United States Covermment for transmissien
to the Federal Reserve Bank, a letter as follows at the time of the
signing ef the agresment to vhich this 1s an Anmnex:

.—-—-—m of, » 195—-

FPederul Reserve Bank of New York,
¥ow Yark City, New York.

Dear Sirss

It 4s antioipated that in the near future you will
reesive
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~ reexive fyrom the Tripartite Gold Cewmission a delivery
order for oertain geld made owt in favor of the (desigmated
bank), The CsecheslovaXian Qovermment will at he same
time or shortly thereaftser, transmit %o you a oeashier's check
_ Vo W8 out by the (New York bank or altermtive) im faver
Towas K Hoe [ of the United Btates Qoverrment im the smewnt of two
' 7 =i11don dollars. You are auvthorised te held the geld,
which is the subject of the delivery order of the Tri-
v partite Geld Commission, until you have reesived a sheok
s desaribed above, When the check is received you
7 ‘tranemit it to the United States Gevermment and you shall
" thereafter exsouto any imstrustions with respect te the
delivery of gold vhigh may be given yvu by us.

(Bigned)

Forelgn Mimister
Govermment of Geschoslovakia
(81gned)
TPresident
(dewignated bank)
B - Mr, Scumerlatte
LiL/P8 Daureridl
11-3-59
SORUIRERLIAL
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____CONFIDENTIAL %

Control: 7904
- Rec’d: September 11, 1959
FROM: prague : 12:29 p.m.

T0: Secretary of State

NO: 138, September 11, 2 p.m,  (SECTION ONE OF TWO)

PRIORITY -

Two hour meeting with Hajek yesterday afternpon on economic
negofiations gave both sides clearer picture each others )
position but revealed .serious gaps still remaining. Dist
cussion went into considexable detail on problems twelfth
million, release Czech bank assets and amount gold Czech are
to get from TGC, Other points which cause real problems

for Czechs are Preasury CIGC 655 and paragraph 8 principles re
release of vested assets, These latter are 1 believe sus-
ceptible solutien if legal .experts both sides could get to-
gether and thrash out exactly what various terms used mean in
practice. Because length session and detail which subjects
discussed will be impossible et complete report in this week's
classified pouch. Following is outline principal points dis-
cussed, ° : ‘

Problem twelfth million has some characterlstics chicken and
egg problem Czechs say they cannot be certain exact amount be
added to $11 million lump sum until they know just what Czech
assets now tied up in court cafes are be released., We claim
we cannot give value assets be'released until we. have agree~
ment completed, including twelfth million. Hajek made cleéar
his original informal proposal assumed assets listed in his
January 27 memo,would be released and if so their total value
of approximately $1 million would be added to lump sum., Later
he suggested Statni assets might be added to sum if released,
(Bresumably thib would bring total added lump sum more than

. $1 million although this not absolutely clesr,) When it became

wident during past summer only those assets could be released
which Czechs declared state property actual amount be added
lump sum became unclear. Czechs claim impossible for them
declare all assets state property as certain state trading
corporations have legal entity 1ndependent state,can be
sued for T USS HOST
CONFIDENTIAL COPY IS PROHIBITED.
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-2-138, September 11, 2 p.m. (SECTION ONE OF TWQ) from Prague.

sued for not fulfilling contracts and are taxed by state.
Difference between our legal systems seriously complicate this
problem. Hajek stated most earnestly Czechs not going back
previous offer but honestly confused and uncertain as to what
can be done. However he promised give serious consideration our
position and try come up with acceptable solution. In conn-
ection our rejection Czech draft paragraph 2 (G)principles Hajek
specifically asked re last paragraph Czech draft and inquired
whether ‘we accepted or rejected principle contained therein
guarantee dnviolability Statni assets., Said we did neither &nd
preferred my statement at earlier meeting upon arrival our

legal expert he would be- able work out with Czech eXperts
solution this problqm

o

ALLISON
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' -.gP ' NO: 138, September 11, 2 p.m. (szcnon TWO OF TWO)
.. C
L ,
s ENR ~ PRIORITY -
o P ' Czechs remain seriously. concerned re exact amount gold come
UoP from TCC and as two of three members commission have told-them

DCL  -Yhat they are entitled to they believe only reasonable obtain
. from third members some assurance they will get their proper
RMR - ghare. . They do not insist on receiving full 18,433 KGS if,

. in fact, that in accord with treatment given nther claimantsQ
but they do not wish, by inference, renounce their claim full
amount, . I insisted our draft paragraph 2. (A) consituted no.
renunciation and while Hajek said he did not doubt my sin~
cerity, his government would in view past experience this
problem need some .written assurance. =W mnintained this and
other details regarding amounts be received et cetera not
proper subject for agreement on principles but made purely
personal . suggestipn problem might be solved by exchange of

'wwn . . iletters st time.signing agreement. . Czech letter to State in
E - ]agreeing puras:aph 2 A it in no way, renounced its rights to
- iadditional amounts gold which might be found due. and our reply
R cstatiﬁg we understood this position.or some such phrase. Hajek
: I'said this censtructive proposal and would be considered. I
, cautioned him I had no authority make such suggestion and it
j{” - imight not be agreed to by my government. 0 _

o g g Y e e
LT & g T

‘il In. discussing bondholder prohdeh I gave substance Department s
| ' A-29 and also handed.Hajek clipping from NEW YORK TIMES Auguc

: ' 15 recounting. details. bondholders settlement with Yugoslavia°
e Hajek ‘said. matter would be given further study,

£ In. connectxon ‘our revision subparagraph (A) panngraph 3
po Czechs pointed put that phrase about recipients being allowed
"hold" checks would contravene Czech foreign exhange regulaiions
P and make possible use checks on black market. They claimed
F check recipients- wnuld have satie tights as others  UNLESS "UNCLASSIFIED
o . s CONFIDENTIAL gg',’,';ofgﬂgggw THIS

, W
oA
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D 138, September 11 2 p.m,, (SECTIQN TWO OF TWO), from
Prague : i
ek
.uunder foreign exchange regulations to apply for per-
mission send checks abrpad in payment debts or to cash
locally at whatever lost favorable current rate of exchange
which at present would be 14.34. Hajek promised to study
whole matter again., Our revision paragraph 8 of principles
unsatisfactory to them because failed take account Czech law ~
of succession. It was agreed that if our legal experts could
get together matter could probably be worked out. ' ‘

In. concluding,meeting I expressed opinion if we could concen-
trate on getting agreement on main points of twelfth million,
release Czech bank assets and gold problem, other matters
could probably be: solted to our mutual 8atis£action with

. less difficulty, .I then saild almost exactly four years had
elgpsed since beginning negotiation that Jiiited States side
had made many concessigns to. Czech viewpoint, but I seriously
~ doubted whether any further substantial concession could be
‘expected. We would of course carefully consider any Czech
suggestions but I urged, £inal effort be made to bring our . .
positi& s together, Hajek pointed out Czechs also had made
many concessions but-agreed we should now consider ourselves
in fimml stages of negotiations and make all possible efforts
‘reach early agreement whith he was sure both sfdes earnestly

- desired.

{

", ALLISON

HEK:JLF/5
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— CONFIDENTIAL
Control: 15937
Rec’d:  August 24, 1959
FROM: Prague 7:23 p.m.,

T0: Secretary of State
NO: 101, August 24, 4 p.m.

SENT DEPARTMENT 101, REPEATED INFORMATION BRUSSELS 2, LONDON 10,
PARIS 8

Re Department's 204 to Brussels, 82 to Prague.

I believe Department has misunderstood Czech statement re being
informed about amount of gold due them from gold ppol. Czechs
did not state they informed specifically by TGC re amount but by
French and British members of TGC., While British Ambassador here
has authority from London to inform Czechs, if they inquire, that
amount mentioned in British note was in error, he has not been
instructed to give Czechs information absence of inquiry by them.

ALLISON

MGG:FKG/11 -
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Info ‘
T0: Secretary of State
. 88 " 3\ , '
SP NO: 772, AUGUST 10, NOON (SECTION 1 .OF 2)
C S . : .
L
INR EMBTEL 1.
H ‘ _ N .
E CZECH REVISIONS OF PARAS 2A).-3 OF "PRINCIPLES" BASED ON THEIR

DCL DESIRE BE CERTAIN NO SL}P=UP IN RECEIPT BY THEM OF ADDITIONAL
t 33 KG GOLD FROM TGC., CZECH SAY THEY INFORMED BY COMMISSION THEY
RMR 'ENTITLED 18,433. u735 KG ANB HAVE RECEIVED NO INFO OTHER
g.“,‘.,‘THAN FROM US THIS ERROR. THEY DO NOT INTEND REQUEST CONF IRMAT |ON
}OUR STATEMENTS ON THIS POINT. HOWEVER IF PRACTICE OF COMMISSION
IS IN FACT TO ROUND DOWN AMOUNTS IN QUASI-FINAL PAYMENTS CZECHS
WILLING BE TREATED SAME AS OTHER COUNTRIES AND THEIR REVISION
PARA 2C) PROVIDES FOR THIS WHILE PARA 3 REVISION DESIGNED
TO ENSURE CZECHS GET ANY FURTHER PAYMENTS TO WHICH THEY MAY
BE ENTITLED. SIMULTANEQUS PAYMENT STILL REQUIRED. WHILE
LANGUAGE OF REVISIONS SOMEWHAT AWKWARD BEL IEVE IN SUBSTANCE
NO OBJECTION. REVISIONS FOLLOW: :

2A) "THE SUM OF TWO MILLION DOLLARS TO BE PAID AS SOON AS
CZECH RECEIVES AND ADVANCE IN RESPECT OF ITS SHARE OF THE

GOLD IN THE CUSTODY OF THE TRIPARTITE COMMISSION WHICH THIS
COMMISSION FIXED TO THE AMOUNT OF 18.433,4735 kG; AT THE:

DEL IVERY OF THIS ADVANCE TO CZECHOSLOVAKIA THE SAME PRINCIPLES
SHALL BE OBSERVED WHICH GOVERNED THE PROCEDURE I[N RESPECT

OF DELIVERIES OF GOLD BY THE TRIPARTITE COMMISSION TO THE
OTHER ENTITLED COUNTRIES"

3 "BOTH GOVTS AGREE THAT THE AGREEMENT SHALL BECOME EFFECTIVE
ONLY ON THE ASSUMPTION THAT CZECHS SHALL RECEIVE AT LEAST

THE ADVANCE IN RESPECT OF ITS SHARE OF THE GOLD IN THE CUSTODY
OF THE TRIPARTITE COMMISSION AS REFERRED TO IN PARA 2A)

ABOVE .

"THE UNITED STATES GOVT SHALL SEE TO T THAT THE DELIVERY OF
UNLESS “UNCLASSIFIED"
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THIS ADVANCE TAKES PLACE AS SOON AS POSSIBLE AND GIVE ITS
CONSENT THAT ADDITIONAL ALLOCATIONS OF GOLD WHICH MAY BE
ASSIGNED BY THE TRIPARTITE COMMISSION TO CZECHS, BE DEL I VERED
TO CZECH.

"THE AGREEMENT SHALL CONTAIN A PROVISION, AS AN INTEGRAL
PART THERE OF, FOR SIMULTANECUS PAYMENT REFERRED TO IN PARA
2A) AND THE ADVANCE OF -GOLD TO CZECH FROM THC GOLD IN THE
CU?T?DY OF THE TRIPARITITE COMMISSION ALSO MENTIONED IN PARA
2A :

REVISED PARA 2C) IS DESIGNED TO ELIMINATE DETAILED ANNEX

A AND ALSO TO INCORPORATE PARA ON INVIOLABILITY PROPERTY

STATNI| BANK. THIS REQUIRED DETAILED CONSIDERATION WASHINGTON
AND | EXPRESSED NO OPINION TO HAJEK ON MATTER. [N DISCUSSING
PAYMENTS OVER AND ABOVE THE $11 MILLION LUMP SUM HAJEK REVERTED
TO CZECH DESIRE TO MAKE SUCH PAYMENTS OUT OF EXPORT PROCEEDS
AND CLAIMED SUCH PROVISION BESIDES BEING PRACTICAL AND IN
ACCORD WITH CZECH AGREEMENTS OTHER COUNTRIES WOULD BE INCENTIVE
BOTH SIDES TO INCREASE NORMAL TRADE RELATIONS. FOR REASONS
PREVIOUSLY GIVEN | DOUBTED OUR ABILITY TO ACCEPT THIS.

REVISIOR FOLLOWS:

ALL I SON
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