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EUR FROM:Pf~AGUE 1:14 P.M. 
Info 

TO: Secretary of State 
ss NO: 72, AUGUST 10, NOON (SECTION 2 OF 2)
SP 
C 
L TO 	 BE PA lOON THE RELEASE OF ALL eZECt-IO ASSETS ,ON THE ACCOUNT
INR OF Z IVNOSTENSKA BANKA, NAT 10NAL ENTERPR IS[ AND THE Sl"ATN I BANKA 
H C[SKOSLOVENSKA WITH VAR IOUS . NEW YORK BANKS AND ATT fl.CHED I N THE
E JUDICIAL PROCEEDINGS ~EGARDING THE CASES OF STEPHEN V. ZIVNOSTENSKADeL 

BANKA AND WOLCHOK V. ,ST ATNI BANKACESKOSLOVENSKA; SHOULD THE 
. ' .... . . 	 " .

CZECHO ASS[TS BE RELEASED l-N PART ONLY, THE AMOUNT, WHICH MAYRMR 
E1[ FOUND DUE, SHALL BE REDUCED IN PROPORTION TO THE CZECHO 

ASSETS NOT RELEASED ~ND SHOULD NO CZECHO ASSETS BE RELEASED, 

CZECHO SHALL BE FREE OF ANY LIABILITY TO PAY ANY ·AMOUNT MENTIONED 

IN THIS PARAGRAPH. 


I I

? 	 "THE GOVERNMENT OF THE UNITED STATES SHALL CONCURRENTLY ENSURE 
THE SECURITY AND INVIOLABILITY OF ALL PROPERTY VALUES ON THE 
ACCOUNTS OF THE ST ATN I BANKA'..,CESKOSLOVENSKA WITH AMER ICAN BANKS 
AS WELL AS REMITTANCES TO BE TRANSFERRED TO CZECHO THROUGH THE 
STATNI BANKA CESKOSLOVENSKA WITH THE EXCEPTION OF CASES INVOLVING 
03LIGATIONS ASSUMED BY THE STATNI BANKA CESKOSLOVENSKA IN ITS 
OWN NAME". ( 

REVISED PARAG~APH 5 GIVEN BELOW. I TOLD HAJEK I SERIOUSlY 
QUESTION[ D ITS ACCEPTABILITY EXCEPT PERHAPS AS SUBSTITUTE FOR 
PARAGRAPH S(A) AND EVEN THIS DOUBTFUL. CZECHS SHOW NO SIGN OF 
GIVING ON THIS POINT. REVISION FOLLOWS: 

liTHE OV[F{NMENT OF THE UN ITED STATES ~GREES TO AMEND CIRCULAR 
NUMBER 655, ISSUED BY THE SECRETARY O~ THE TREASURY ON FEBRUARY 

( 19, 1951, so AS NO LONGER TO PROHIBIT THE TRANSFER OF MONIES . 
FROM UNISTATES PUBLIC FUNDS TO PAYEtS IN CZECHO. 

7 	 "THE CZECHO SIDE DECLARES THAT CZECH FOREIGN EXCHANGE REGULATIONS 
DO NOT CONTAIN ANY OBSTACLES OR LIMITATIONS PREVENTING RECIPIENTS 
\)F AL.LO'WAh C::::S,· SOC IAL SECUR ITY PAYMENTS, MIL IT ARY PENS IONS ' AND 

UNlESS"UNClASSIFIED" 
REPRODUCTION FROM THISCONFlPENTIAL COpy IS PROHIBITED. 
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-2- 72, AUGUST 10, NOON . (SECTION 2 OF 2) FROM PRAGUE 

OTHER PAYMENTS BY THE UNISTATES AUTHORITIES TO DISPOSE FREELY 
OF THE COUNTER VALUE IN CZECHO CROWNS OF SUCH PAYMENTS. ON 
THE CONTRARY, THE CZECH FORE.IGN EX[HANGE AUTHORITIES ARE GRANTING 
TO THE RECIF'IENTS CONSIDERABLE ADVANTAGES IN EXCHANGE IN INCOME 
PAYMENTS OF THIS KIND". 

REVISED PARAGRAPH 8 CREATES ~~GAL PROBLEMS I AM INCOMPETENT TO 
PASS ON BUT I" GAVE HAJEK MY "PERSONAL OP I N ION AMER ICAN EXECUT IVE 
AGENCIES AND COURTS COUl~ ONLY APPLY AMERICAN LAW AND REGULATIONS 
TO QUESTIONS AFFECTIN~ PROP~RTY, PHYSICALLY LOCATED IN UNISTATES. 
REVISION ·FOLLOWS: 

"THE UNISTATES GOVERNMENT SHALL RELEASE ALL CZECH ASSETS BLOCKED 
IN THE UNITED STATES DURING V-IQRLD WAR I AND I I ACCORDING TO THE 
TRADING WITH THE EN~MY ACT AND ACCORDING TO ORDINANCES PROMUL
GATED IN PURSUANCE OF THIS ACT AND SHALL FACILITATE THEIR TRANSFER 
TO CZECH. 

, " ' . ", 

iiW ITH REGARD TO CZECH ASSETS VESTED I N THE UN ITED STATES ACCORD ING 
TO THE SAME LEGISLATION THE COMPETENT UNITED STATES AUTHORITIES 
SHALL, WHEN CONSIDERING THE APPLICATION OF CZECH SUBJECTS FOR 
RELEASE OF SUCH VESTED PROPERTY, RESPECT CZECH REGULATIONS ON 
LEGAL SUCCESSION". 

HAJEK ALSO PRESENTED FIVE DRAFTING CHANGES IN TEXT OF STATEMENT 
ON FURTHERANCE CZECH-AMER ICAN TRADE. EFFECT OF MOST CHANGES IS 
TO MAKE STATEMENT MORE POSITIVE AND TO ELIMINATE UNCERTAINTY. 
FOR EXAMPLE, LAST S~NTENCE FIRST PARAGRAPH CHANGED TO READ 
"GRADUALLY, BOTH GOVERNMENTS WILL TAKE FURTHER MEASURES WHICH 
WILL CONTRIBUTE TO THE CREATION OF MORE FAVORABLE CONDITIONS 
FOR A BROADER EXPANSION OF TRADE." CZECH TEXT ALSO ELIMINATES WORD 
"PEACEFUL" IN REFERRING TO TRADE. HAJEK CLAIMED THIS CAUSED 

·8Y DIFFICULTY PUTTING INTO CZECH TRUE MEANING OUR TERM. HE 

SAID NO DESIRE TO DEVELOP TRADE IN WEAPONS OF WAR BUT IN CZECH 

OPPOSITF OF "PEACEFUL TRADE" WOULD BE "WARLIKE TRADE" AND HE 

THOUGHT IT OBVIOUS NO SUCH TRADE CONTEMPLATED. BECAUSE OF 

LENGTH FULL TeXT THESE CHANGES AS WELL AS FULL TEXTS ALL OTHERS 

BE ING FOR'~"ARDED IN UNCLASS I F I ED POUCH AUGUST 11 ,
I 

JR CONFIDENTIAL ALLISON 

-_. --=--. ~. ---- -- 
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Bao<al8Ddatin appr0w4 b7 Treu1l17 

UD4er Secretary, Juq 29, l~9 


'In v1ev of the forego1ag, ". ..... that :you voul4 DOt objecrt, 

it it beoae DB08Sear;y: 18 order to aohiew qreeMat vitll C4.choslovald.a, 

to our being 11i] ling to tab ~nt ot $2 1I1l110D rrc. Cseohoslovalda 

1A the tom ot gold which -the .o.eohe reoei"f8d trca the gold pool. 

W. vo1ll.4, of cour.., cO~t1nue :.to pre•• tor PQ..t. 1R dol.lare u our 

first choice am wo1lld ·0nl.1' rewrt to the gold pepeut schema it the 

Csechs 1DsiSted that dolla' pepeut was DOt teuabl•• " 

.' . 

~ q/r Cf to: EE-luf, xt-/t .~j~ 
I . I-!PE- Ju.t .Jka~~ 

Dictated bT r. B. Sm1th.Trea8Jil1'7 to OrDIFlhatCarre.eek 
7/29/59 . 
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. DO .NOT TYPE IN THIS SPACE- .. 

FROM AJ4EMBASSY,PRAGUE 

TO TilE DEPARTMENT OF STA 

REF 

SUBJECT: United States-Czeohoslovak Eoertomid: Neg.ti~tion8 OS./)- ¥ /fe- ,j' 
. . ' . .- -: IfI Mv'~¥ en Il.(/(-.iI ' .. ' " ' ./;}./7 /J/A-j I 

In intreducing the latestCzechoalsvak prepuaJ.a ~e;r m eceneaio agreement p a8 I 
praaented &l'ld. URla.ined. in the :reference despatoh. nePu.V FGlrei8i1M1nister BaJek 
stated that em' negetiatisns had new reached a "decisive" stage and his ~t 
thareter ulhed te reduae te writing ~e-pnnoipls. whioh 8hould gevem moh.' 
agreemen.t. I ' nab t. ·cemment .,, ' tbe'" preps..l. and JD&ke .ema SQ8gestima u t. 
the rep~ which aheuld be made t.' 'thea. 

. . '," ... it . 

I beli8'ri the time has efta wbaa'the highe.t 1....1. 1D tba Departaa:t JIItri 

It&ke a deci.i_ a& te hew 1apertant the oeoluic et aD ..,..~ econOmio agrNldnt 

with Czeobwnkia is in' the 11gb, et: .peUtioalQft.ideration. geTern1ng_ .rel.... 

ti•• ,.-ith Eastern Etirape• . 'It, .. I believ.e,l· ~tM' _.lua1.n at ilUCh Ul ~, 

will oenti-ibUte', ev8l1 ill lIIIlall degree, te th.«r:abauoea_t ' of the trDitedStILt•• . 

pea1tienia thi.pUt· _r tlw ,"lI1'ldp thAit ah'eUld;be werihwhile te ·makelil...· ·idiier 

oaoeulina ittheIM will briDg a"b.ut a Mttleaelit. VJhile there. om be n* &1)'..lu" 

oerta1JlV ·.r sUch a ·r.wIt. we~· be.•~,·....t ·aneuld the ·neg.tutien. break dPn 

tiiebl.ame u; CHohc.levakia a;ndEasteDEur.pe-. .-1-1I De pI_ad n tlie UJUWd 'S'tate'. 

&lld · eUr · .ffeo~iriD... will ' be ju.t t~t ' 1IUOh lHli• . If': the Department. ag;reH with 

thi.~int .£d.... I believe waheuldnet atioJt at techn1oaliti•• am. aheW.d only 

iaai.t enpeiat. or. the utm..t importance. 

I 

' . . , . . \ 

.' !ha Czeoh. have prepeRd .. l\llllp 81D. aettl.u.ent· e.f ,:llIlOOOtOOO .and h&v. retreated 
f'.rira tMir pH1tim reaf£imed as ]a te '.. Oot.ber 9. 1958, tbat the Ulrl.ted"state• 
.~ in ... UJUlar aclQ1ft'ledge h the agr...:a.t i"tt.pen.1b11ity fer the ....called 
"J.e,.....£ -171'000,000 1D. the value .E the .We~ mill. lk. HaJek al•• rea£fil:aH 
dur:l.nB' tha ....ting agreelll_t te the pr1lloipl.e at "Idaalt.ae.u........ti.£aott_ t.b.tA 
gevermaen-ta with respect t. the ~t tel the Un!ted Stat•• et the S2t OOO9 OOO &b.va 
the reoeipt. f'rem the ateel 111111 and the reoeipt by the Czechs et their 8bare' .et 
t~ geld: pMl. In add! tie:a.)(r. ilaJek retreated .GIIlewh&t Er_ the po.iti_ previeusly 
taken that the $2.0009 °00 ~t te the Uaited states weuld net be taken f'Z'4im the 
receipt. at the geld p..1 but fromethaJ:o Czech assete. He IiJ&id en Wedneadq th&t 
he did net wiah t. exclude the p..d.b11ity .r re1.1aburMment te u. tra their geld 
poel receipt.. lIro Hajek made olear orally that it wuld be J1t!oenary te agree _ 
a detailed statement er juat hew this transaoti.~ 8pould take place but expressedL apiJden that if agreSlHJ1tweH' reac~. in .~ciple? ,it IlheU~ not be We, ~ 

. 
JJW.liHlltjw 

U~O"TER 

----~' --..--~~~--~ 
. CONFIDMnL. · 

RetaIn In dIvIsIonal Mea or destroy In 'accordance wIth lecurlty rei:ullltlons. 

208979 ! 
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(Classification) .' 
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From, 

.::. ok 'of ,
' ° ')

Encl. No----:..",-' __ 
Desp. No, 396 

Px-8gJut 

11l:ftficult t. draft such a statement. ' A. ' Wil l be ~88n later ,~ , alae made an ~ 

Itinfermal peraenalff proposal whichg it ,acoepted, would re8~t in the ~p 8U11l 

being increased by' appreximately $1,000,,000. 


I believe we should agree in principle te the Czech propeaal. as o.ntained 

in paragra..phs 2 &1'1d :3 of the Statem~t .t 'Principle, whi,ch ia Enclo8ure N.~ 2 

of the reference despatoh. Our attitude tnards lir. Bajekis "personal" prope...l 

will be discussed later 0 , , , 

'\.;, 

FLARATlON FAVORING mADE RELA'J.'IONS .\ 
. 

Paragraph 1 .r the Statement .r Principles contains the aBreement er the 

Uoited. states. to i.sue a statement ravering trade relations between CzechoalfIVakia 

ad the 11nited State. and pa.r~raph J. of the, AImEI to these Principle. (EhCl.mire 

N... , to rererence despatoh) expands on what ' the Czech. mean by this 0 The Annex 

atates that the United States statem8nt'~,slla11 oontain f1 pramill8 IJ£ f'urtherateps ' 

te be taken by the Uniteq States Govemiient for the purpose ·oC 1o.plete normaliza

tion .r trade relation••" In '~e.s1?onf3e to ,1Q' ,que·stion·l as : to j~st what this iDTolVed, 

Mr. Hajek was Dot toe preoise. He mllinta.ined thi. mould not oreate greatditf"l';' 

Qult)" end said that at a latei- atege -jn the negotia.tions th. Czechs would be pre

pared t. submit a draft sts.tem.ent rof our Oonsideration. I stated I theught_ 

had Ji&de clear in'previous meetings .j~st ' how' far we could go in this respeet ad 

I expressed the hope that these ,previous ' statemepta would be bor~. in miiJd I» In 

reviewing the recarda or previous · mee;tingsll after the last .session with JIr I» Hajek, 

I find that in the 35th meeting on OQtctber·" O, 1957, Dr. ~lak9 tor the Cseoha~ 


uaed a:bleat the same lal1gUege 8l1d explained "complete normalization" as beiirg 

"either in the rerm .f & bilateral arrangement Or within the scope or the Oceral 

Agre_ent en Tarllfs and Trade. 11 I assume tStat .ur dame.tic lagislati_ prevent. 

agreemen1;' t. acting within the .cepe or GATT. I am net certain just what & 


"bilateral arrangement" implies but I "Should think we would need to be 1I••t cau.tieu. 

abeutagreeing t. anything of thes8rt. 


X believe we shculd stick to the pesition .r iSSuing & general atatement 

.favering the expansi~m eI peaceful trade b~tw,een cnlr tw. countrie8" It 'Auld be 

m••t h.elpi'ul ir the Department oould furnish the &ba.sq with a draft of BU.ah a 

.tatement. We could then compar'e it with the .praDised ,Czeo1;l d.raft am, 11' the 

C.eou really want an agreement g we should theJ;l be able ·to work eut a JIIIltUaJ.~ 

aooeptable draft. 


ESTABLISmlENT OF CCD.iERCIAL SECTION OF CZECHOSLOVAK DmASSY IN J'EW YORK 

~ .AN.NEX atates that the CemmerlcalSeoti~ or the Czech Embassy 8.tablished 

in liew Yerk "shall enjoy all rights anq pJiivUee!es 'of a diplomatio mis-sien.," 

Unle8s there are everriding reasons not appa.rent ,here I believe we ahClUld agree 

e thi.. ' 

- t " 

, Paragraph 4 ot the Principles sta.tes the ArI1r1 orown account shall be re;Leased \ 
lin aocord with "the statement oftha Czeohoslovak representative of Fe~ ll~~ 

, ' , 

. \ .. ' 

CONFIDENTIAt 

- - ' 

'. 
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(Classipcdtion) . . . 
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P~e ;' ( ~ 
Encl. No~.."........_ 
Desp. No 396 
From Fr~ 

~ 0 'l'ha.t atatement i. EnolaBU1'e lfQ co, 4 ;~ ~ r e£~.~ de.patch ~ at tirri\
I	~~~ce i. a most curiou. deQ\1Jl~t • A. , I ~inted out te ,.}(r. Bajek at eur meetiDgp I 
thia decument oentain. statementl whiohareein fiZ' View, oempl.te:q inaccurate 
and orrenaiT8 am "~Ch h:aT~ n~, place 1l),e . eocaaio '~__t. After ... 
arguDl8Jlt Ilro Hajek:: a,id ~ ,decwa.8l1t wu aere.ly,'i to alc;e olear the rease_ fer 
the C.eoh pe81t1_ em th1a que.tim and .... nat meant t. be • part of the f1D&l 
agreement. lD e8881\Oe the Czech8JUin~:1n that. the Agreement d .1941 18 ne lager 
applicable beoauae the o.ooitl_8 ,preva1ltng'l.t the time, at it. a1gnatu:re ha.ft 
ob&ga4et The,- aro abTi4lU.~ .ost reluctant. ,~er present oonditionsl} te reaffirm 
my agreement with lIUted States military, autberi.tie.;o " They ,.pp&ren~ fear th1_ 
nuld be lIitlU11deratood by their colleague. ,in the War..._ -Pao. -and, weuld be politi 
ca1l7 emb&1'1'&8a1ng to th~ct . n ••vero they. are perfeotly willing ,t& re....neg.tiat. 
the agreement and make auba:tanUal, port1eJ1s '.t til,. 1"el.-,aed aoceunt available f~ 
purohase. in Cseoh.81eY8ld.a by "the United State. GeYemment-. Dot the Departaent 
~ the krIq er Departmeat af Def8nae'; What d1apeait1an ia thea made of these 
:purehasel la sf no oenoern to the Czech G:overnment aDd :if th87 should tum up in 
U.s. ArrI:t warehouse. in Eur.~. ncth1ng-;'uldbe said • . We could argue at leng1lh 

with th__ thia peintp but ,'I ,ua.-~a1d, t~ reai11t-~1fOuld onll' be aoontinuati_ 

or b1eokiJ!g of the &oownt D Qn the other ban4 'it .. adept a 'pragmatic appreaeh 

ta th1a problem amd agree te .:ren8gf:lti.ate th.' 1947 Agroeaat ~_ do stand aobano• 

•t gatting ..t leut a perti_ *t our, f)md. ,baok-t.rour ,~ ;t r8!coDDaend .. D&ke 
the at"'-pt-	 . 

~ '" 	 '. - I. ", ' . 

; ""';). ~"" ( "" ) , I' >~ 
CMfCELIATIOI OF .FRQVISIOJIS OF TREASURY ClffiUUR 655 

.... 
f . ~. 1 

. 
. 

Pa.ragraph 5 of the Prinoipl...ts r~ _~ U.s. agreement to the canoellatia 
or prev1s1ens of Trea8Ul'7 Circular 655 and 'pUagraphD of the Annex giTeS the state
aant .r the Cz80h a.vermaent ,designed to ..&ka this iPO.asible. ' In my op1n1_ 1ah1. 
i. generally II&tisfacterr but it aheuld be expanded -to · inolu4e~ hIIle assurance that 
recipient• • t U.S. Treasury ·oheoks woUld: have right or tree .coels to the U.Set 
EIlb&HY in Prague in order ,te e.t.bli~ their right ta suoh check. and for other 
purp••ee 111 oennecti_ witil the receipt of the ohecu o 

" '"" . , " 	 . 
1Ir. Hajek did not expand on tnis pe:ln1; but I reoommend ... enter negotiation. 

wi. th him .. the peirlt as stated in Paragraph 6 of the PriDciplB 80 I da net believe 
the queet1an 8t whether 11'8 abtaiD the 14.32 ar the 1.2 rate 1s or BUftioient 1m
petmoo to oauae breakd.wn of the talka and while .... liheuld bagin by asking fer the 
Hre favorabla rate .. , aheuld ' be 'w111~ : ;ao~t ~thecr. ~t·.• in
atruotian. are requa.ted en ~,~ ~a wo~d be" ~i ~tab.le, .te: UN or account. 
It 18 prabab17 net neoee8&l;7 'tilt bl.ve . coh :ta~" ~t ~e if' ,~.lIGt in prin
oiple oan be given to Czeoh pesitim. . , " !" , , 

Y.S, GRANT OF EXPORr LICERCiS FCR cZECH GOODs 

1 .. not able to j\lCJ8e from infO%!qation ,· available here wbetber good. aentioned 
1u pangraph 7 er Principle. &J;'8 eligible for export under present regulatiOBsD We 
haTe alreadT agreed in principle tothi. request and I 'Delieve we should de flVery... \
ltbing pessible te ...t ~~ ' d~~o' '. . \' : . --' 

r; , 
~----~~~~~~~ 

I' CONFIDi!]!='I:...'.=IAL=,=--_-,-J 
) . 
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Encl. No_'·'·......,....,--_ 
Desp. No 396 
Fr~. Prague 

DECLASSU'ltU . (-( c,. G- c. 
.A.utl;crily Nil./)' 7100;; L...ot

Ot../NARA. oa~·1·" 
- ..... ~ ':~.:'" 

(ClanipClJlion) 

I gstIPfIOI 01 JJD.I.' S1i2MCE 01{ CZl!CH<B.OYAX··lX)U4 'BOJlB I 
hngn.ph 9 et the PrinoipJIa .bligate. :CHGhe_lonld.a te 1'911UDl8 debt 

HrrlM a cJellar beJl4a UJJ4er ••n41tlena to be 8g1'Md u~ between the :np1'9Mn~ 
thea of b. ftDU'8 and tba Czech lI1n1atrJ of PI"8D04t with the provi.1m that u 
ne ~...t 1. reached withia .ix sontU 'be querilO1l rill be cl1l1CUssecl tkrouP 
41pl.-tio ohum.a. Thi_ i_ wbstantlal17 &8 previ0U8~ agreed upon .and U 
aBft....t i. reaehad en all ot~t~a I ~lt~ ~ ah~ oO;JlCur in th:la. 

BJt,li;A$E or BLOCIED AIJ) BESTED CZECH ASSETS IN tmr.rED STATES 

While we have previeuaq ginn agreemct in p1"1.JlGiple te thia demand whioh 
i ••taW in pangrapb. 8 et the Prinoiplasg neve:rthel.es. It is 'believed that 
parcrapb C .t the ADnez GOuld be interpreted t. apP17 in·thi. ca.. and thi. 
create. 41tfioult1•• a8 will be seen beln. 

~ . 

1Ihile theae tw II&tter. aren.t di:reotl$ I1nke4 in the d.cumenta presented 
b7 8%'. ~ek thq are in tact ~lated u rill be ..fID. .Paragraph C er the ADDU 
nquin. the VAited States Gover.maent M .. He 1;.0 1t" that UBited States oourt. 
4iao_timut preo8e4iDga in o.nneotion 111th .alai.Jla ari8ing eut er natlma.l1zatien 
meuure. &Id .t"u.rther .tate. that aheuld ' ~ auoh olaiJa be aHatied eut of Czeoh 
....ta 1a tbe lJa1ted Statu "betere fir atter" the eonoluaion et the preaent a,g,:ea
ment, "the 8WIl in qua.tim will be deducted. from the lap .... oepenn.ti_•• a" 

It 1& 8p801t1oal.ly stated that thi. priDoipl.e &ball apply te the Zimoatenaka 

Illata ease u ..11 .athe ease against the statnibanka a8 mea.tieM<l ·ill tbe 

.tatem.1t d ' ' '. llajek et Je:nU&rT 27 t 1959.'-(Report... in: &lbassyt sdespatch 

Ie. '" ef J&JJU&r'Y 28, 1959.. ) . . 


TM prebl_ raiMCl by thi. pangraph-'is the meat dif'fioult f'acing ua in the•• 
lles-t1atien. and one fer whioh at tM present time I Me ne good. 8Oluticmo 
1Ir. Hajek in the "urn of his .,;oM preaentation put terwa:rd mat he termed a 
-per••nal" iDtemal" auggestiMl9 but whiol:lt it beo.. erldat" would ~ aooepkble 
to the Cseoh. It agreed to b7 the UiUted States. Thi. was _ant to Gover BOt ~ 
thi..... but al.. tbe IBM oase a Hajek' 8 prepoaal. i. that it the U.So Goftl'WJMDt 
will take .tepa to ... that those asaets of the Z1uoaMnaka Bank now in ~ haDda 
et a reeei:nr, be oomaenad and tu.JoDed back t. Czeoho.1....&lda1) the Czech fWfuoD... 
sent will iDerea_ the aDI8Ullt of the lu'Iap 8\a ..ttl__t b7 an equivalmt 8IHUDt .. 
(!he aeunt iDvelved 18 just under 11 mill_a) 'lheC.HOh Govermaent will aet 
quibble ever the apprex:lmate17 $50g 000 alread1" distributed. b7 the recei'9'8ro U 
thi... i. done JIa.1ek al.. suggeata that the United Statu tbrft the Iml oase :late 
the lap IUlll .ettlement. He further atate. that it" the United States Geve11lllUlllt 
Fater. t. treat the IlII case &8 originalq prepoa8d aJ..ng the 8Ul8 line... the 
bEdhe1der. 0&88 the Czeah. will be will.ing to do ae and rill grant & vi•• te &11 
I18( repre8entati" after the oonolusi_ of the everall agre__'t. In attemptiDg 
te perauade us at the aerlta of the first o.urse beth ~ek aDd Pelern,y indioated 
that the taxa. end a ..esments pending against IBJ( me ef' such a magnitude tba~ 
there "..ul4 be little left to give te IDt as a result of aeparate negctiatica.

I -..v- aid at - point that the tu uae88lD8llt GIl the lI&ObiDea alene _ted I 
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I " "8 KrSo ,0:90000000 and that in a.dd1t1on therewOlud be taxa. en the Dli!mthlT \ . 
reoeipt8 0 

As the Department will see fram the repol'tcl1he meeting on Febru.a.r7 U t I 
made &8 olear as I could rq doubts about our ability to agree to any such solutiGo 
l.ti addiUon I nnt a personal i.n.formal Bote to JIr 0 Hajek the next d.. re=empbasising 
the difficulty we weuld have in meeting hi. desires. A cow or th1. Je ttezo 1_ 
encle.ad. It is certainly true however, that we ha.ve been Oft noUo. since If......... 
'her 2'9g ' 1955~of the Czech poritim on this point and I oannot help wonderiDg 
whether tar net we did everytb.:i.ng possible to tq t. con.ern the a888t. whicl:l tblt 
Cz~ believed thq had. As peinted out in iI11' letter teD !fro. HajekI' there probabl,y
haa:'.,:t!een ani I believe continues to be a real inabil1t1"on the pazt ef the C:seoba 
t. ~stand hew our syatem works. \'/hile Hajek.himself p JII81'have suoh an unde1"c:> 
st-.nd.i.nk and probably dees\) he mq well net be able to conTinee the Party leaders 
wh. will make the final 4eoisimo 

The ely ~.t1en Ie meeting the., G~oh peint in any which ItCOurB te 
_ i. t. get thEa tell8r8e te emit ,the' words "befere er" in paragraph C of thft 
Annex l1pe1l reoeiving our eral aa~ance : that" in faotQ the &aBets er the Zi~c> 
tenaka Banka will net be further" liquid8;"ted and will be available fer adding w the 
lump sua. I &lit not at all aure'we oan Or .mould d. this er that ft· (SeuJd pernade 
the 8WJpioieua Czeoha t. accept .ur era} aasurances o I am al so not at all .are 
we should put the IBJ! case into the lump BUll eettlement altheugh the statement 111 
Ifr. ShererD;a memerandum of January ,0 to lIr. Xearney .r L./f!JJR9 that over the ;rears 
IBIl "has ebta.ined rental pa.ymenta well in exceas of the Talus o£ it. invsstmGrJ.to06W 

JUkes me more inclined to agree to aeme such precadure 0 

I hope the Department JIq be able t& o£ter BOme sugge.tiOll &S to hn' t. break 
this daadleok. Failing' Buch a auggelltie I :YJ'eoeDllllend that I be authorized W 1Ig1"e8 
wall ethel' paint. in the Czeob. prope...lir-in accordance with the 8\18-gestiau ill 
thia deapa.toh and the make it olear t~ thea that tbi. point 18 tm cmlt atwablbg 

~' . 	 bleckt.;aa agreement o It i8 just possible that if tbeT oan b. ocmv1nced tb1a ia 
a pOint ' on 1Ihioh ... cannot budg8 p even if \7& wished. to de "t) thaT will oODOlUde 
the "everall benef!t of an ~arilen1; .u.tn1gh their very real objaot1ena ill pria
o1pla te ·our handling of the Z1vnostenska .8anka ca._ and related matterBo Ia thi. 
oUl180tie I believe a formal rep1l' sheuld not be made too .0011 tor we should at 
18ut endeaver te giva the impression or really exploring the peBsibil1t;y et mee~ 
i:ug the Cnoh Wi.hes.I 1'[)uld euggeart a reply be made within a month but 11." 
ber.re the elap•• of two or three weekso If in tbe me.ntime &1\Y further auggea
ti.. "our I dall paBS them en but I de net 1Il. ab this despatch to mis. thia 
lfMkts peuoh. 

L 10 CGW ef inf'umal nete t. 
Kro 	Hajek. 
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Encl. No.~l=------: 
(ClassifiCalion ~ 	 Desp. No. 396 ~ 2/13/59 

From Pra glle 

American Embassy, 	 ~ 
Prague, Czechoslovakia» 

February 12, 19590 

Dear Mro Minister: 

Since our meeting yesterday afternoon I have been going over the 
records of the previous meetings in order to refresh my memory as 
to exactly what statements had been made on both sided, ·.I.with 
particular reference to action by United States courts affecting
the status of Czechoslovak property physically located in the United 
~tateso As a result of this review lam afraid that there has been 
left in the minds of the Czechoslovak negotiators an uncorrected 
impression of the real nature of the separation of powers and the 
role of our Judiciary in mat~erS affecting international aff'"airso 

In the second meeting of the present series of negotiations, 
on November 29, 1955, ·Dro Pu~lak raised the question of Czechoslovak 
property in the United ;States and requested the assurance of the . 
United States Government that the "legal and de facto status"of 
this property would not be impaired during thenegotiationso In 
the third meeting, on December 2j 1955, Mro Vede1er, for the United 
States, said that the United States could give no such assurance 
respecting possible court actions and he then pointed out the nature 
of the separation of powers betnen the Executive and Judiciary
branches ot our Government.. In the same meeting Dr" Pudlak con= 
tinued his discussion of this point and, according to our records, 
he claimed that the United Stat,.es Government \<iou.1d be responsible
under international law for any action taken within its jurisdic- . I 

tion~ He further claimed that the separation of powers was not 
valid 1n international law but only internally in the United 
States and that t~e United States Government bears the responsi
bility for all acts, whether administrative or jti,dicial p under its 
jurisdiction.. He is furthe:r reported to have said in substance 
that even internally United States courts take the positiori that 
toreign policy is binding on the Judiciary. 

I do not 

His Excellency

Jiri Hajek,


Deputy Minister of Foreign Affairs, 

Prague 0 
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From Prague 
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I do not find in the records presently available to me an 
adeq'tllate refutation of what is obviously a misunderstanding by Dr .. 
Pudlak of the American system of government and constitutional 
provisions, as well as, it seems to me, somewhat a misunderstanding
of international law.. When Dro Pudlak states that United States 
courts take the position that foreign policy is binding on thelp,
I believe he did not have a clear understanding of United States 
constitutional processes& Paragraph 2 of Article 4 or the United 
St.ates Constitution states as ' follows: 

ItThis Constitution, and the laws of the JJnited States in 
Pursuance thereof; and all Treaties made; . or ·which shall 
be made, ,under the Authority. of the Unite(d St~ltes9 shall 
be the Supreme Law of the .. La'rid; and the Judges in every 
state shall be bound ~.hereby,anything in the Constitution 
or Laws of any Stat,~ ' to t:p.e contrary notwithstanding .. " 

.... 
Iou will note from the above paragraph that it is only when a 
treaty with a foreign go~ernment has bean made by the proper. United 
States authorities that it is considered part of the law of the 
land and is binding on United States courts& It is only under 
such circumstances that United States courts can be said to take 
the positioll that ,foreign policy is binding on themo Between . 
Czechoslovakia ' and the United States there has not been9 and is 
not at- present9 any t~eaty or agreement relating to Czechoslovak 
property physically w1thin the United Stateso I believe that . 
uader international law the sovereignty of a country over property 

iBYSiCally l.ocated vlithin its boundari.es is recognized unless ther. e 
8 some international treaty or agreement providing otherwise. In 

the absence of such 8n agreement, the United States Government 
cannot be considered{responsible to Czechoslovakia or any outside 
authority for acts affecting Czechoslovak property within the United 
Stateso 

My purpose in sending you this informal note is merely to 
re-emphas1ze what I said yesterday about the extreme difficulty my
Government will have in agreeing to t~e position set forth by you
concerning Czechoslovak asset,s in the Un!ted States which have been 
affected by court actiono I~,do not in any way go back on my state
ment to you yesterda.y that I 'shall forward not only the documents 
you gave me to my Government 9 but shall also make a full report of 
your oral statements and your informal suggestions as to how this 
ma:t.t.,e-r might be solvedo This I am doing at once and I shall let 
ro~ know as soon as any response is rec¥-ved .from Washington~ 

'\. . I hope the above may be helpful to your understanding of t\F:~ 

CON FIDEfJ-=.'£=lJ:=\L=--_-' 
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