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T.IN "ORTHINGTON:

The speaker this morning is ¥r. I. G. Alk. ¥r. .1k is o “ashingbon
WCtDPNqu specializing in intorn aticnal finoneial mottors.

In “erla "ar IT, ¥r. “lk was Chicef Counsel, Forcign funds Control,
Department of the Treasury. He was zlso the Troeasury representative in
the Philippines and Japan. The financial and preperty control messurcs
put into effect in Japan after the surrender were deviscd by Vr., 1k,
At the proposal of General MacArthur, the Kedal of Freedom was awarded
¥r, Ak for his work in the Phjlippin s and Japan, His subject this
morning is "Sequestration of Fnuuy Property."

I take nleasurs in inbtroducing ¥r. Alk.
MR, iLK:

This morning I intend merely to discuss in gencral cutiine the way
in which cur government operated during the war in connecticn with the
treatment of cnemy preperty., 1 enly intend te deliver a formal lecture
for 15 or 20 mdnutes at the wost, hoping we can develop the balance of
the subject by meesns of cuesticns and answers.,

Incident2lly, during 1945, I spent some five nmcnths in the Philippines
reestablishing Trecasury contrels, and from there I went on to Japan for
the first three months aftor the surrendor., If, by chancs, any of you
have any questions with respect tc the Japancse cr Philippine scene, I will
try to answer them to the best of my ability.

In order to understand and appraisc the measures tnken by this govern-
ment to contrel and vest cnemy property, it might be helpful te cutline |
briefly the governmmental finencial and property control program which wos
being undertaken pricr tc our formal entry inte the wer. :

This financial and property control program is pvpu73rlv kncwn ns the
"freezing" cr "blocking" control and wes indtiated on April 8, 1940, when
Germany overran Denmark and Norway, You will recall that in order tm Pro-
tect the dmerican assets of the invaded countrics and o prevent Germany
from securing financiel bencfit by reasen of its acts of azggressicn,
President Roosevell issucd Executive Ordcr 23689, which pfrhlbltcd axcept
under Treasury license, all transfers or cther dealings in Norwegian and
Danish property.

.
51t

HCET:

BEST

3

=)

NP (=
RIGTED

5



P —

]

LT

=]
Sy
]
o
=)
c:;}
3
=

As cther countries fell under the deminaticn of the Hitler regine,
amendments to the Executive Order were issued, freczing the asscts of
these countries and their notionals. By Farch 1941 over five billicen
dollars of assets of the cccupied countries and their naticnals had been
subjected to the United States freezing controls,

The freezing prcgram was intended primarily o be a protective pro-
gram, te proteet and preserve the assets of the nationals c¢f the zccupied
ccuntries, but when it =ppeared that Germany was not going to be stopped
in its acts of aggression, the freezing program became an act of defensive

warfare, At a later time we denominated it "econcmic warfare.!

Up until J ne 14, 1941, thc only action taken by this government
in the financial ficld was in connection with the cccupied countrics,
Although we had frozen the assets of Denmark, Norway, France, Belgium,
Helland, and the other occupied countrius, the asscts of Germeny and its
satellites still remeined free, so that Germany and its satellites wers
free to utilize their own United States nssets v finance themselves,

Eventually, hcwever, as the internntional situation became nore and
mere critical, it wes decided to take direct acticon azeinst the xis
countries end tc prevent the financial facilities of the United 3tates
frem being used, directly cr indircctly, cn their behalf. lcecrdingly,
on June 14, 1941, the President issucd o sweeping amendment to BExecutive
Order £389, under which the asscts of all the Furcpean countries, cxeept
England and Turkey, were frozen. From that time on, ne deslings in any
preperty in the United 3tates belonging toe any of thesce countries or their
nationals could be cngzaged in without a Troasury license. Bvery business
enterprisc in the United States which was owned or controlled by persens
in any cf the Burcpean countrics, cxcevt England and Turkey, was also
subjected to cuntrel.

In additicn a census was taken of 211 of the Jorelign-cwned property
in the United States so that we wmight have an cceurate picture of forcign
heldings., This census became of extrems importance at the cutbresk of
war.

The Japancse assebs were not frozen until July 26, 1941, You will
recall that at that tims the Japenese had invaded Inde~China and had
indicated clearly that it alsc intended to continue o¢n the path of
aggression. Sc on July 26, 1941, Japancse asscebs were frozen and at the
same time ab the request «f Chiang Kai-shck, as a protective measure,
China's asscts in this ccuntry were frozen., By July 26, 1941, there were
appreximately nine billicn dellars of assets located in the United States
which were subjected te the Governmental freezing centrols,

Cn June 14, 1941, you will note thot we had frozen, not only the
assets of Germany and the satcllite cnomy countries, but we also froze
the assets of the neutral countries, Switzerland, Zweden, Spain, and Portugal.
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During the prewar years the United States had hecome the financial center
of the entire world. Thus, when we put into effect a program of govern-
mental control under which the financial i aCJlltles of the United utaues
could not be used for the benefit of Germany or any of the satellite
powers, we put into effect a control which would be as offbctjve as those
who administered the control desired it to be.

This system of governmental controls over the property of blocked
countrlus and their nationals and over [inancial transactions 1nvolv1ng
blocked nationals was in full operation at the time of the attack on
Pearl Harbor, and it was readily converted into a major instrument of
economic and financial warfare. During the entire war pericd, these
freezing controls remained the spearhead in our government's program of
financial and economic warfare. The program of control and vesting enemy
property was bullt around thesg controls.

With the declaration of war, the entire Trading with the Enexny Act
automatically became effective, Under this Act, trade with the cnomy
became unlawful and, in addition, the property of cnemics could be seized
by thx AlLGn Propcrty Custodian,

The experience of the Custodian in the First World ar had shown that
the Trading with the FEnemy Act was entircly teo restrictive and that amend-
ments to the Act were required if we desired to deal with the many problems
involving enemy ownership or control ¢f property in the United States.

For cxampl@, under the definition of cnemy in the Trading with the

CFnemy Act, concérns like General Aniline and Film and Bosch could not

be touuhed because Germeny owned these companics through the intermediary
" of holding companics organized in neubral countrigs. Under the old Act,
the Trading with the Tnemy Act which' was in force in World ar I, the
test as to whether the Alien Property Custodiarn could scize any prooort
was legal title, and if the legal title was in & Swiss company, the
property could not be seized, cven though the 3wlss company was owned

by the Germsns, ‘

“The Germans had realized that the systom of U. 3. enemy property

control in World War I was bullt around the concept of "legal title! and
consequently in subsequent years had engaged in a great many acts of cloaking
in the United States, For examplec, companies like Genoral Aniline end Film,
-with assets running into the hundreds of millions of dollars were not owncd
directly by the Germans bub were owned by holding companies organized in

the neutral countrics. These holding compenics were sct up and used by the
Germans to clook the ownership of the important ‘business gnterprises in the
United States which werce owned by them. . s ' .

To remedy this situation and in order bo'gnvv the United States a
flexible weapon, Title III of the First War Powers Act, 1941, was. enacted.
This Act became the keystone of all financial and pzopcrtv control measures
during World ¥War II. Its pcrtlnunt parts read as follows:

NERTMAMNTE
En ;dﬁmﬁ@)?%@




RESTRICTED

"During the time of war or during any other period. of
national emergency declared by the President, the President
may, through any agency that he may dC°an&tC or. otherwise,
and under such rules and regulations as he may prescribe, 07
means of instructions, licenscs, or otherwise-- :

: "Investigate, regulate, direct, and compel, nmullify, void,
prevent or prohibit any acqulsltlon, helding, w1tnhold1n &, usc,
transfer, withdrawal, transportation, importation, or exportation
of, or dealing in, or exercising any right, power, or privilegc
with respect to, or transdetions involving any property in which
any foreign country or national thereof has any interest, by any
person, or with respect to any preperty, subject to the jurisdic-
tion of the United States; and any property or interest.of any
foreign country or naticnal thercof shall vest, whon, as, and
upon the terms, dirscted by fthe President, in such agency or
person as nmay be designated from time to time by the President,
and upon such terms and conditions es thc President my prpscrlbe
such interest or property shall be held, used, administered,
liquidated, sold, or otacrw1sc dealt w1th in uhv interest and for
the benefit of the United States.?

As you can well see the Act is extromely broad.

The questlon as to whether this Act was constitutional was before the
Circuit Court of Appeals for the Second Circuit. The Court held that the
Aet was constitutional; thet particularly during time of war definite
standards did not have te be prescribed and that the Act in reality supple-
mented the President's authority in the ficld of foreign relations; that
the President has plenary authority in that field; and that it was unnecessary
to prescribe standards.

.. Of course, it placed an extromcely great responsibility upon the adminis-
trative agencies which were going to enforce and implement this Act. It was
necessary that they exercise administrative rcstraint; thet they know where
they were going—-what they were going to attempt to do; and that they did
not run hog wild., I think that the rccord of the Treasury Department and

" the Alien Property Custodian during this war has indicatcd that the trust
which the President placed in those two agencics has not been misplaced.
In fact, if there could VYe any criticism as to the exercise of authority
urnder this Act, it might be said they operated with too much restraint instead
of too little restraint. :

Under this Aet and the Executive Orders issued thereunder, it became
possible to seize and vest any property in the United-States which was owned
or contrclled, directly or indirectly, by enemy interests or by persons who
were acting on behalf of cnemy interests, regardless of in whose name legal
title was held. The Act afforded the government a varicty of weapons.
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For 2 few menths after the outbreak of war, the Tree
agency exerclsing the rc pﬂbultl]Lu] of the President unde
with the Enemy Act. menDu&JLy, it was decided that an All
Custodian should be zppointed and the functions to be exerciscd by uhU
Pros the Trading with the Fnemy Act were distributed betwoe

the serty Cus todian and the Trbabury

=1 Prop

Tn view of the fact that there was ne fixzed executive policy at thab
time in respect to whether enemy sassets should be seized by the govornment
or merely contrciled, the distribution of authoriby between the two ngunci
was mede olong functicnal lines, As“ot" which regquired active managoment

by the governnent were placed under the jduris Hetion of the A4 en
0F TNC QOVOrniment werys pLacaeq unds the jgurisalceoiicn o the Alden f

Custodlau, while assets which meruly required regulotion were rebained under
the jurisdiction of the Treasury. The 2llocation of funetions wos ace
complished through Fxecutive Order 9193 of July &6, 1942,

Under this Executive Order the Custodizn wns given Jurdsdicticn over:
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owned or controlled by the enemy or persons acting on buhqu of

the enemy;

(2) 411 foreign-owned patents, patent applications, patent
contracts, copyrights, and trade marks, whether owned by the
enomy or friendly forcign nationalsy

(3) AlL enemy real estate ond tangible persenal property;
(4) A1l ships;

(5) A11 enemy property in the process of judicial sdminise
tration,

in addition, whenever the national intures,'voquircd, the Custodian
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The Trenssury retained jurisdiction of the liquid enemy assets, such
as cash, bullion, securitics, etes In addition, it oxercised complete
control over the assets of the neutral and enemy occuplied countries,

. .
The operations of the twe agencies were very closely integrated and
ynchronised, Under the Troasury controls, dealings in Lnumy'prc vty
ere prevented and prchibited, #hen the Custoedian stepped into the pleture
v ve_f;,ting or supervi v~;-'|'mr any 'nr'oyezx‘ty, the Treasury rels

that there was no dual or uvarlMHping control.
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" This situation continued until June, 1945, by which time the executive
policy in respect to the treatment of Japanese and Germen asscts in the
United Statcs had crystallized. All of the sgencles were in agreement
that German and Japanese econcmic interests in the United States should be
completely climinated, and, to that end, that all Germon and Japoanese
property should be vested and scld or liquidated. They also were agroed
that nene of the property should be roeturned to the former German nnd
Japanese ownérs and that nc compensaticn should be peid by cur government,

Accordingly, the Treasury, the Department of Stabte and the Allen
Preporty Custodian, 2ll signed a memorandwn to the President, in which they
indicoted that that was their view; and they pequested the Pruoldbnt to
issuc another Exccutive Order under which the Alien Preperty Custedian would
be enabled to vest 211l German and Japanese property 1nturuutq in the United
Ste tuo. The Pr051dpnt agreed with the memorandum.

To carry out this policy, an executive order was issued granting to the
_Mlien Property Custodian completc authority te vest 21l types of German and
: Japancse property in the United States. But inasmuch as it scemed 1¢kay
that the property of the satellite enemy countries might be trested differw
ently, it was 2lso decided to discontinue in the main the vesting of Ttalian,
Rumanian, Hungarisn, and Bulgarinn preperty. By that time, you will recall,
Ttaly was in the war on cur side, and the Statc Department was of the view
that Ttalian assets in this country should not be confiscated. It appeared
very likely that the same action would be taken with respect to RBumania,
Hungary, and Bulgaria, sc after June, 1945, none of the property of the

satellite enemy countries was vested and their property romeined under the
Truasurv freezing controls.

There may be a change in thinking with respect te Rumania, Bulgaria,
and Hungary, but at thc present timc, generally speaking, the only assetbs
in the United States which are being vested arce those of the Germans and
of the Japuanese,

ALl types of property owned or contrelled by the Germans and Japanese
are being vested by the Alien Property Custodian. These include real Fot&t@,
interests in business enterprises, sacuritics, bank deposits, intercats
estates and trusts, patents, copyrights, and ships. However, ecven though
nc peace treaty has as yet been enacted covering Jepan and Germany, by
agreement with 211 of the executive agencles, vesting 1s now being confined
te property which was in existence pricr to December 31, 1946. This cutoff
date has been established in order to permit current tronsacticns with these
counttries to be freely carricd on. ALl proceeds from currcent transacticns
with Germany and Japan are thercfore free and are being used by the theator
.commanders and the “ar Department for the purpose of either paying for advances
that the United States has made in feeding Ggrm?ny oy for the purpcse of send-—
ing essentisl supplies 1nub ermey




The main categoriecs of property which are being freed during these
days are interests in estates and trusts, which werc created after Deccmber
31, 1946. That preperty is no longer being vested by the Alien Froperty
Custodlan, Instead it can be utilized either to pay cur government for its
initial advances cr for the purpose of--under the disense and unrest formula--
paying for essential imports into Germany and Japan.

In rough figures, it is anticipsted that the net squity in the German
assets will be approximately 250 millicn dellars and that the net equity in
.the Japanese a2ssets will be approximately 100 millicn dollars. You will
note that the amount of German and Japuanese assets together do not equal
the amount of German assets taken cver by this government after "orld War I.
The German property in the United States after World War I was approximately
500 million dellars. You can see that, taking Japanese and Germen property
together, it is nct anticipated that there will be an equity of over 400
million dollars.

The reascns, of course, arc that during the '30's, particularly, the
Germans exercised more strict cuntrol cver their forelgn assets, In addition,
from 1939 until June 14, 1941, when German assets were frozen, there had been
a large-scale exodus of Germen asscts from the United States. The Gormans
saw the handwriting cn the wall, and they utilized the fact that we had nct
frozen Germany on May 8, 1940, as a means of getting their assets cut of this
country, The Japancse aloo durlnr the carly part of 1941 in particular had
withdrawn a large part of their assets from this country.

In respect te the efficacy ¢f the meusures taken, I think it is clearly
recognized that the freezing controls did adequately provent -ny dealings in
enemy property in the United States and that it did deprive the Cermans and
the Japanese of the means of financing their war through the United States.

I menticned to some of the gentlemen befors the lecbure that the Japanese
during the war had established a committee for the purpose of determining the
reasons why it was necessary for Japan to go to war agairst the United States
They issued a bocklet in 1943, called "imerican-British Challenge Directed
against Nippen," and in that booklet they discussed in considerable detail
the measures of_ecohcmic warfare which the United States took against Japan.
They dovote a considerable nortion of this booklet to the freezing contrels
cf the United States Govbrnmcnt and indicated in grest detail what ceffect
these freczing centrols had as far as thelr cwn cconomy was concerned and
as far as the financing of the war wes concerned. They show rather clearly
that it nct cnly affected them in their dealings in the United States, but
it alsc stopped trade between Japan and all the Central snd Scuth American
countries, It even stopped trade with Inde-China, 3iam, and other countries
in the Far East because all that trade wes predicated upon scbtblement in
dellars.  Just as scon as the United States froze the Japanese balancos in
this country and said there could be nc transfers of dollars by or <n behalf
of the Japunese, all of that trade was discontinued until Japan was able to
work cut some sort of system of barter and ex chqn v¢ in its stead,

. RESTRIGTED
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T should like to recomaend your making an effort to cbtain some of

. these booklets from Japan because 1 think their story as to the effcet of
£he United States LCbﬂLmlC measures directed against thum is extremsly
1ntcrust1na. ‘ P

Seme question has ariscn as te whether it might not be nbttvr Lo, have
had just one agency cxercising ccmplete contrcl over foreign property in
the United States and whether it was wisc tc cstablish two agencies, such

s the Alien Property Custodian and the Forcign Funds Contrel of the

Irpa sury.  Looking at the situation now--I think I can truthfully say that
there was very little duplication cf effcrt or of dual controls, yet there
wad some~~there were investigations which were made jointly by theso twe
agencies, Many of the problems were similer. If the time dces come whon
we have to enact measures of this kind again, my cwn feoling is that it
ould be better that there be only cne apency in this field instead of two
agencies. Our expericnce during this war has demomstrated that, although
twe agencies can coperate b ther with a winimom of friction, a bebter Jcb
could be done 1f overything were handled by onc agency, so Lh“b there would

e one cver-all policy which cculd be followed.

I think a good job is being done with respect to the elimination of
eriemy interests. The flien Properby Custodian has been doing a thorough
Job of vesting cnemy property in the United States. Where we have fallen
down is in the dispésition of the cnemy interests. The great bulk of the
property which has been vested by the flien Property Custodian still remains
in his hands. It has not yet been disposed of. »

Cne ¢f the reasons for this is the fact that a goodly pertion of the
property was not held directly in the nsames of the enemy but was being held
through neutral clcéeks, The guestion has arisen as to whether, if the lsgal
title were held in the nsme of the ncutrsl cloak, such as a 3wiss national,

“could- that Swiss national, by starting suit aga¢nut the Alien Property
Custedian, réstrain blm irum dispesing of the property untll the sult had
been decided,

There is a case now pending in the Southorn District of New. York and

which has been appealed to the United Status Supreme Court, which oy
decide that question, That is a case where a2 Swiss corporation, which was
ql]chdeo be owned by Germans, hid some property in the United States which

ns vested by the Alien Property Custodian. The Custodian anncunced he was
going to sell the property. The sult was started teo r“strain the Custodian
from selling on the ground that the property was Swiss cwned. The lower
court held that until the suit was disposcd of the Cu stodian could not sell
the preperty. :That question 1s geding to be heard by the uuprwmg Court in
the very near future,

A& number of us felt that it was very sdvisable to eliminabe enemy
interests, not only by veoting the prupurty in the United States, but by




dlsposing of the properbty bo fmerican citizens. We were 11tt1b bit
a2frsid as to what the psychological reactilon was golng to h: if o couple

of yoars after the war was over tho property still re wd in thb hands
of the Alien Property Custodian ond had not been dispusuu of.

acts
snd

Pvaﬂqurg pr<np> arc going te be created who will ery out thot
of confiscation by this povernment arce contrary to internabional o
that Germen and Japanesc property which was vested:showdd be returncd to
the German and Japanese governments. The cxecubive ageueles of our govern-
ment, still are uvnited in the promise thot this property was boing used by
the Goerman and Ja SHC yn vernpents for the purpose of carrying on thoir
war-time activities, snd that wnder ne circumsteancss should it be rotuwrned
to the former owners. ’

claims

On the cenbrary, it should be utilized te pay certain types
against the German goverrment and the Japancse government, such as the
cloims of priscners of war and internces who suffered speeiadl dom ﬁerH
thu hends of the Gormans and the Japanese, You will reecall that thoro is

» bill pending before the Congress todsy under which it is provided that the
Japwrvsc internses, in purticul&r, should be entitled to specinal payment and
that the Japanese mnd German {unds in the Unitcd States should be used for
that nurpesec.

P ls

Yeu will recall that we had cenvrel over a sreat amcount of properbty in
the U, 3. of cnemy ceeupicd countr g y mowt .;f : The Treasury
viurs, under which this nroperty con

has put into offcct o cortificstion
be unbloucked as socn as the foroiem oo
sssets arce frec sty balnb.  F

-1n4kni invaelved COTtlimbS_th¢t the
howe have indic“t-ﬂ cur raeaediness
o and 2ll neutral property,

BRI tE
e completely unblock all snomy-oceur
we have in ':-;sc' 825 2 condition praged
certify that it has examined inte
that ther: is no enemy toint.
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M1 of the evideonce indiecatos thet there is o considerable amount of
German property which is held in the Unit Statos through Swlss cwnership.
During the entire poricd of the war, the Swiss have refuscd b disclosc the
cwnership of the preoperty in the United States sveat majority of the
property which was in Swiss nancs merely indicated the Swiss L OWILEL'S hxp,
and we had ne information as Lo whe were the benefic: CRNEDS that
property, '

48 o result of the certification prese uiu, 1L L5 NOW HvauSdTY for thu‘
Swiss to moke an dnvestigstion, and if they find »L thers is any Pérman
intercst in the propsrty, they comnot certify thp propﬂlty, and they mus
report the facts te the United States Government.

That in general 1s the situation with rospect to the treatment of enemy
proporty. I ony of you have any questions, T will be glad to try to answer
them, '

-
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F wers wnlch were a2t war with Germany, =1l of the countries have agresd
that they would retain as reparations whotever enemy property‘wxs within
their jurisdiction, So I think it is the pelicy of 21l of the countries
which were at wer with Germany to confiscate the German pr<purtv which was
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CAPT.IN "ORTHINGCTCN:

Cpen to¢ questicns.

A STUDBNT:
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within their territeory and not ke any reburn to the former cwners., It
will be the responsibility of the future German gevernment to pay sny
cempensation which may be required te the German nationals.

France, for cxample, has z more inelastic act than we do, They can teke
preperty under their contrel. That is they can sequester the property, but
then before they can actually take title to the property, it is nocessary
to ze inte the French ceurt and get an ngudloahian ¢t the enemy -wnership,

I weuld say that of all the countries whose laws I have exsmined the
laws of the United 3tates are ths most elastic, »nd make it possible for us
te use a variety of remedies.
S STUDENT:

Did you find any examplsa of clwwhlnp by the Japanese in the Philippines?
MR, ALK:

Cne or twe., There were o couple off inSt“nC”S where it appearsd that
certoln mining propertics were being held in Filipine nomes bubt in reality

were cuned by the Japanese. The clonking opersticn which the Japancsc
engaged in the Philippines, I thjnk arcse by reasson of the Thilippine land

DD

laws, under which aliens could no an any prcpertv. I den't remember whether
that wius morely confined to mlnur\l preperty. My recollection is thet ne
lien could cwn any real cotate din the Philipoincs. s a result, there were
cases whers cwnership was held in Filivpine names when in reality the bencficlal
ownership was with the Japancse, Certainly ns far as the United Statcs was
cencerned, the instinces of cleaking on the part of the Japanese were extremcly
few, ¥y recollection is that thore were léss than a half dezen that we feund.
(Record Closed)

. STUDENT:

How about property in Germany that is in the Russian arca?
MR, SLK:

Your gusss is as good as mine.
% STUDENT:

Did yeu say they vested the Chinesc intercests in this country?

VR. JIK:

Ne, we didn't vest; we regulated; we froze.



] an eitizens. Wo were a little bit
afraid as to what bhe psyehological ruaction was going te be if 2 couple
of yoars after the war was over thoe property st 111 roenined in the hands
of the Alien Property Custodian end had not been disposed of

disposing of the prope

Pregsure groapd  arc going Lo be crsated who will ery out that acts
of confiscation by this povernment arc contrary to inbernational low, and
that Germen and Japanesc property which was vested-should be returned to
the German and Japanese governmonts., The axecutive IMUCLU¢ALf QUL 0 VETTl
ment. still are united in the premise thnf this property was belng uscd by
the Germen and Japanpcso-governments for the purpose of carrving on thoir
war-time activities, and that under no (JTQUMQLMDP'u should it be roturned
to the former owners, ' :

On the centrary, it should be utilized te pay certain types of claims
against the German government and the Japancse government, such as the
claima of prisoners of war and interneces whoe suffored speeial damagos at
the hands of the Germons and the Japanese., You will recall that thore is
2 bill pending before the Congress today under which it is provided that the
Japanese internses, in particular, should be entitled te speciasl payment and
that the Japanese and German funds in the United states should be used for
that nurpese.

rod over s great azmcunt of property in
and bhe newutral countrics,  The Treasury
dhuré, under which this property can

crb Anvelved certifies that the
hoave indicatud cur readi
arby and all neutral property,
verument’ involved must
I that it is sotisfied

You will recall that we had
the U, 30 of cnemy ceeupicd countr
has put into offect o certifies
be unblocked as socn as the
assets are free from enom
Lo complotely unbluck all : .
we have imposed 2s 2 condition procodent uhnt the
certify that it has exemined inte the cwnorship anc
that there 1: :

ML of the evidence indicatus that thcr@ is 2 considerable amount of
German property which is held in the United Statos through Swiss’ cunership.,
During the entire perdoed of the war, the Swiss have refuscd Ll dlSConb thae
CWONG ip of the preperty in the United States. 4 great m £ the
preoperty which was in Swiss namnes merely indicated the Swis
and we had ne informaticn as to whe were the beoeneficial cwners of u at

property.

A

48 2 result of the certification procedure, it is now necessary for the
Swiss to make an investigstion, and if they find that there is any German
interest in the property, they cannot beL]fY the pranltv, arcd they must
repert the feets te the United States Government .

ct te the treatment of enemy
will be glad to try tc answer

That in gﬂnernl is the situaticon with
property,  IL sny of ycu have zny questions,
them,




RESTRIGTED

CAPTIN "ORTHINCTCN:
Open to questions.
A STUDENT:

Dces the 250 millicn dellars of German property include the property
¢f the eartels, such as I. G. Farben and Xrupp?

MR. ALK:

It includes their American property. Those figurés include the amount
of preperty in the U, 5, which we now know is owned by Krupp and I. G. Farben.
It is suspected that I. G. Farben has cther property in the United States,
which is held in Swiss nemes, but as yst we haven't located their property.

e believe under Swiss certification it will be located,

A STUDENT:

. In vesting property, did we take over the preperty of aliens that were
living in this country? g

MR, ALK:

No, The vesting program, cxXcept in o fow iscolated cases, was directed
against Germans and Japancse whe were residing within enemy or enemy-cccupied
territory. We did vest in a few coses the property of Germans whoe were in
the United States when, from the foebs, it eppeared they were acting on behalf
of Germans in enemy or encmy occupied territory.

For example, we vested property of the German-American Bunds, even though
theoretically the property wns cwned by CGermons in the United States. In a
couple of cases we also vested the property which was held in the names of
imerican citizens., For example-—Genersl Dyestuff's Corporation——nll the
asscts of the cerporation were held in the name of fmerican citizens, but
the steekholders had issued an option to the I. G. Farben Cerporation under
which they agrecd that they would sell the steek at any time thet I. G. Farben
asked for it at $100 a share. The stock was werth about $500 o sharc. The
steek was vested on the basis that it was Gerwen owned, and settlement wes
made with scme of the Americen owners under which wo paid them the $100 which
we said was 21l they were entitled to.

L STUDENT:

On whom is the burden of procf for showing that these companies actually
were Swiss companies cr.actually German companies?

MR, ALE:

The burden of prcof is cn the Swiss company. #hen the United States
5

se¢izes the property, it is presumed the property is cnemy ownod. Then the
on

- 10 =




r

mr

[l
3
hﬁ

)
q
3!
7

D n
3

FRI

Qi

@z
it
=

perscn who claims to be the owner and who claims nct t¢ be an enemy cor

contrelled by the enemy can bring action under Scetion 9 of the Trading
with the Enemy ict for the return of the pr(pcrty Under this scection

he has the burden of establishing that he is nut an enemy or under the

contrel of the enemy.

! STUDENT:

In speaking of freezing all z2ssets in Hurope with the excepticn of
Englond and Turkey, Russis was not menticned, I there were assets, will
cu discuss why thay were frozen?

¥R. ALY

Russian assets were frozen on Junc 14, 1941, at ¢ -
all of the assebts of the Buropean ccuntrivs. Hewover, when G&THan att:
Russi= on June 24, l9hl, and it appearcd therefcre that Russia was geing
be on cur side, Russion assects were unfrozen., So there was a periud of ten
deys when their assets were frozen, However, the amcunt of Russian assets
in the United States was exlremely small,

.. STUDENT:

How did cur policy of vesting enemy property cumpare with Fngland or
did England have a similar pclicy?

MR. IK:

Baslcally the ullb/ t 1 zame,  Canada has an automatic vesting
decree. For exanplie, juat suon as war broke out, all eneny property in

anada was automatically V'~tcd That created sume confusion in Canada,
I remomber there was a circeus. The Canadian Custodian found he wns the
owner of a circus. They discovercd they did not have sufficient flexibility
under their act, and I think the Canadirn Custodian would sgree that an
autumatic vesting decree is not the best way to handle the situation.

Although Fngland's basic law differs from the United States law, yet
frem a practical standpeint it has worked cub exactly the same as curs.
They have taken under contrcl enemy proporty, but it still remains in the
pocssession and the custody of the persen who had possession at the time of
the cutbreak of war until the Custodiun issues a separatc vesting crder and
takes it cver himself,

I should have menticned, I suppose, that under the Voscow agraement
and wnder the agreemcnt made at Paris bbLWhgﬂ all of the variocus Hestern
Pewers which were at war with Gernany, all of the ccunbrics have agresd
that they would retain as reparations wh%tcvbr enemy DP’UQTtY was within
their jurisdiction, So I think it is the policy of 211 of tho countrics
which were at wer with Cermany to confiscate the German property which was
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within their territory and not make any return to the former cwners. It
will be tho responsibility of the future German government o pay any
compensation which may be required te the German neticnals,

France, for example, has a morc inclastic act than we do. They ean take
preperty under their contrel. That is they can sequester the property, but
then befere they can actually take title to the property, it is nccessary
to zo inte the French court and get.an adjudication of the enemy swnership.

I would say that of all the countries whosce laws I have exomined the
laws of the United States are the most elastic, :nd make it possible for us
te use a varliety of remedies,

S5TUDENT
Did you find any examples of cloaking by the Japanesce in the Philippines?

MR, ALK:

Cne or twe. There were a2 couple of instances where it sppearoed that
cortoin mining prepertics were being held in Filipine names but in re«lity
were cwned by the Jepaness. The closking operstion which the Japancsc
sngaged in the Philippines, I think, arcse by reason of the Philippine land
laws, under which aliens could nct cwn any property. I den't remenber whether
thet wis merely confined to mineral property. Hy recollsection is thot ne
allen could cwn any real cstote in the Philippines, Ls a result, there were
cases where cwnership was held in Filipine names when in rzality the bencficial
ownership was with the Japancse. Certainly 2s far as the United States was
cencerned, the instinces of cleaking on the part of the Japanese were extremcly
few. ¥y recollecticn is that thoere wers loss than 2 half dozen thot we found,

(Record Closed)

s 3TUDENT:

How about propurty in Germany that 1s in the Russian area?
MR. ALX: | |

Your gusss 1s z2s good as mine,
& STUDENT:

Did yeu say they vested the Chin@sc interests in this country?
MR. LIK:

Ne, we didn't vest; we repulated; woe froze.
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Is there an accounting cf the assets that has to be wmade?
¥R, AIK:

L8 a matter of fact, as I indicated, although cur procedures for
unfreezing has becn to say the preperty may be unfrozen, that procedure
has not been fcllowed with respect to China. You will recall that when
General Nurshall returned from China, he washed his hands <f the situation
and s21ld that ncthing could be done. .t the same time we washed cur hands
of all Chinese assets in the United Statos.

You see when we unfrecze in this way we are oxpressing n measure of
confidence in the gevernment. We are really making it possible for those
governments to get contrel of those assets and to use the dellar cxchange
of their nationals., The situation became sc bad we didn't want to cxpress
that confidence completely so we unblocked 211 Chinese assets in the United
States. Inasmuch as we never tcck the assets inte cur possession, there is
ne acccunting we have to make,

CLFT.IN WORTHINGTON:

Thank you very muech, Mr, Alk,

(13 May 1947---350)F
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