REPRODUCED AT THE NATIONAL ARCHIVES

' DECLASSIFIED
Authority, _, Q

By YANARA Date

\ EMBASSY OF THE ek - &
o ,‘/ P
UNITED STATES OF AMERICA e -

Madrid, September 30, 1944

u Subject: Visit of Mr. Samuel Klaus of F.E.A., LT
‘ Mr. Herbert J. Cummings, -of the State
Department, Mr, John 8. RicHards and

i Mr. Sidney Kennedy of the Treasury YWY
' Department to Spain. Fee -
. ) _ £e Fired (SYo-4 o ‘
o n B Sro sosfi~1vd |
-~ The Honorable ‘ o S Seo. byl l- 1
3 The Secretary of State, L ,Mf; oo 375/ 464
: Washington., T ) B 3277
‘(g( | ] ! B
., Sir: DQ}
I have the honor to refer to the followlng o
communications: , ' : .
. 1. Department's Circular Telegram of August 17, t?
//l 2 p.m. ’ 1944o (.}\
- 2, Department's Circular Airgram of August 19, 1944, N
3. Department's Circular Alrgram of August 23, 1944, - O
9:10 a.m. v Lo : |
4, Department's Circular Alrgram of August 29, 1944, JQ ;
4 : 50 p o mo . * b E
5. Department's Circular Airgram of August 31, 1944, ~
} 11:40 a.m, 7 - o | Al . L
* 6, Department's Circular Telegram of 8eptember 5, £
. 1944, Midnight.
£ 7. Embassy's Despatch No. 3071 of September 12, 1944,
8, London's Telegram No. 141, September 13, S p.m.,
1944,
9. Department's Telegram No, 2547, September 14, 1944,
9 pamo
10. Department's Circular Telegram of Sentember 16,
" 1944, 4 p.m. § £
: 11. Department!s Telegram No. 2563, September 16, 1944,
i 9 p . Ma bt | .
12. Department's Telegram No. 2564, September 16, 1944,
10 p . m’o ’ ‘-
There is transmitted herewith a memorandum on the
subject of the visit of the Safe Haven Mission to Madrid.
] The information contained therein may bé of possible
i interest to the Department in connection with discusslons - J
] regarding Bretton Woods Resolution No. VI, ;
i . s
; Resgpectfully yours, ;
] !
i , ;
:’ ¥ H N 1
: TR T Lol i i
h Garlton J. H. Haves f
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MEMORANDUM

Madrid, September 26, 1944,

SECRET

Subject: Visit of Mr. Samuel Klaus of F.E.A,,
Mr. Herbert J. Cummings, of the State
Department, Mr. John S, Richards. and
Mr. Sidney Kennedy of the Treasury -
Department to Spain,

* On September 13 this Embassy was informed by the
Embassy in Lisbon that Mr. Klaus and Mr. Cummings would
arrive in Madrid by air the followlng morning. They
were met by an Officer of the Embassy and conducted
to their hotel. In answer to an inquiry as to how long
their visit in Spain would be; Mr. Cummings replied
"perhaps three or four days"; Mr. Klaus interrupted and
stated "three o four weeks or as long as it necessary
to get a feel of the situation', '

After arranging for accomodations and after
installing Mr. Klaus and Mr. Cummings in their quarters,
the Officer invited and took them to lunch and thence to
the Embassy where arrangements had been made for them to
meet and discuss in preliminary form the question of
investigation and actlion in Spain concerning enemy
assets, flight of enemy capital, and looted property,

The first discusslon took place in the office of
the Counsellor, Mr. Butterworth, with Mr, Butterworth, v
Mr. Ackerman, and Mr, Whedbee of the Embassy present. ’
The discussion was prefaced by remarks from Mr,. Klaus
and Mr. Cummings concerning the origin of their mission
and an explanation of the absence of the other two
members of the mission,

Mr, Klaus stated that he was a Special Assistant
to a general counsel in the Treasury Department but at

'present was on loan to the Foreign Economic Administra-

tion. He stated that he had been employed in various

types of investigational work for the Treasury Department
for the last ten-or twelve years; that in the course of
this work he had been largely responsible for the breaking
up of the lottery and horse race rackets in the United
States; that he was a principsl figure 1in the investigation
of I. G. Farbenindustrie activities prior to and during

the early years of the war; that he had assisted in the

Al Capone case and in general that he was one of the more
importaht of the Treasury Department!s investigators, '

While
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"' While engaged in these investigations he decided SR
_some time before: there was a threat of a European war SR P

that steps shouid be taken by the United States Govern-
ment to ascertain the nature and extent of German

- 4nfluence in the commercial world in the United States

" as ‘well as the use to which such commercial influence .
could be put in esplonage, sabotage and other activitles
against the welfare of the United States. He was finally
able to convince a number of people in the Treasury
Department of the ‘need for such a program and he acted
‘ag, & principal force in organizing the Foreign Funds
‘Division of the Treasury Department, though at a later
‘date, because of personel difflocultlies, he withdrew

“from .active participation intthe functioning of that

diviﬂion.

- At that time Mr. Xlaus became interested in ‘the
“general problem of controlling enemy assets after the

»Qpresent'war-but, until a few months ago, was unable to

‘obtain support from aufficiently high quarters to enable

“him to sel up a general program. He made vague refer-
‘ences to difficultles between himself and the Forelgn
Funds Division of the Treasury Department and stated that
he finally obtalned support from Mr. Coe and Mr. Crowley
in the Foreign Economlc Administration. With thise taclt,
if not open support he approached the Offices of Naval

" Intelligence, Military Intelligence, the 0ffice of
Strateglc Services, the Federal Bureau of Investigatlon,
‘the State Department, and several miscellaneous agencles

“anq‘reoe1Ved approval for his present misslon.

... 1t appeared that vhe State Departmenmfégapproval~
- ‘was given contingent upon 1ts sending with him a State

. Department representative, geveral persone were suggested
4o Mr. Klaus bub for various reasons they were eliminated
and at Mr. Klaus' suggestion the 8tate Department ; :
‘appointed Mr. Cummings who was thereupon reinatated in ’

" ‘the Department after having resigned as an Economlc Ana-

“1yst at Istanbul. MNr. Cummings interjected that he had
‘worked with Mr. Klaus on a number of ‘investigations prior
"to having gone to Turkey some elighteen months ago.

Ea From Mr. Klaus! ‘conversatlon it appears. that at this
?point_in the dovelopmentS'the,Foreign Funds Division of -
“the Treasury Department 1earned of the forthcoming depar-—
“ture of Mr. Klaus of this mission and the assignment of
. Mr, Cummings. The Foreign Funds Divislon, accordingly,
decided that as the present mission's work would overlap
fo @ considerable extent the work which they have been
“performing during the var, they should have a representa-
“tive accompany Mr. Klsus on his trip. Mr. Klaus did not
‘want -this and therefore departed as quickly as possible
zfmom‘thewUnited~States intending to go to aa. many capltols
on his ittnerary as he could before the Treasury represen—
" tative would be able to overtake him., Upon arriving in
London Mr. Klaus 1earned of the appointment of Mr. Richards
‘and decided to visit Stockholm at once. He apparently was
overtaken there by Mr. Cumminge and Mr. Richards and also

Mr. Kennedy.
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Mr. Richards or Mr, Kennedy "to cqgtribute anything" to
their mission, They discussed several personal quarrels
-with Mr. Richards ang Mr. Kennedy in Stockholm ang also
in London and stateg that 1t hag finally been decided in
London that Mr, Richards and Mr, Kennedy woulg make the -
remainder of the circuit of ocapitols as g separate
mission, for as Mr. Klaus phraged it, “reagsonsg of
security" since some publicity hag &pparently beep glven
to their misaion in the London papers, ;-

At this point they were interrupted by Mr. Butterworth
who stated that the Embassy was not particularly interesteq
in the quarrels among the mission but woulg like to know
exactly what was the purpose for which Mr, Klaus andg
Mr. Cummings had come to Madrid, Mp, Klaus thereupon
Summarized the Bretton Woods resolution No, VI, commenting

office staff in Washington was at Preasent organlzing,

that Spain would‘be the largest receplent of looted

broperty, holder of eénemy assets and most likely country

in which ¥shadow" wap plants would be established, ng -
information hag been received in Washington from the '
Embassy, Consulates ang Services 1in Spain, Mr. Butter- d@,’
worth and Mr. Ackerman mentioned the considerable volume

of Proclaimed Ligt réeporting as well ag reporting con~
cérning Spanish imports from enemy territory ang esplonage

and counter—esplonage reports,‘all.bearin on this

question, Mr. Klaus conceded this point %u ‘
" that virtually all this information was of a static
nature and stated that what was desireq in Washington
was a current and running account concerning all enemy

. .Mr, Butterworth pointed out that this program ig
-exceedingly pretentious in view of the difficulties in
-obtaining precise information in Spaln, The tmbassy had

had considerable difficulty in maintaining a counter-
eslonage organization, and, at the conclusion of hosti]jie
- tles, and.upon the cessation of the o1l control program,
these difficulties would increase, The cloge relationship
between many Spanish Governmental enterprises ang enem
influenced enterprises; and the probability that the Spanish
Government would continue to consider the industrial develop-
ment of Spain above questions of whigh foreign power might
be lending asslstance thereto were mentioned. Mp, Ackerman

there are very strict laws against esplonage. He gave
examples where persons connected with the recent wolfram
ang other,ihvestigations were now 1n prison on charges
of "furnishing information to a foreign power', As thege
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laws were being enforced in cases where the Spanish | {_!
Government had welcomed information from Allied sources ' E
to prevent smuggling, we could antlicipate less sympathetic ]
conslderation of organized investigations concerning h
ehtities operating as Spanish, and probably having a .
substantial Spanish interest, although they might be s
controlled by Axis capital, (At this point Mr, Ackerman “
left the meeting for a long dlstance telephone call.) |

|

conslderable cooperation from pro-Allied and dissident !
S8panish groups, 1In Sweden, the Social Demoecratic ang 1
‘other parties had ‘promised him and the Legation in i
8tockholm their support. He asked whether there were p
any large labor gfoups in Spain which mlght be contacted i
for this purpoge. Mr. Butterworth replied that the - /
Spanish labor syndicates as a rule may not be expected

to furnish much information due to thelr being directly
controlled by the Falange, and as the Communiat Party

was outlawed in Spain it would not be prudent to seek

1ts cooperation if at the same time we were asking
cooperatlion from the State. : -

Mr, Xlaus stated that we could probably expect ?5
o

|

|

|

|

Mr., Butterworth then remarked that we were already
aware of the existence of considerable enemy assets in 1
Spaln, in particular, Italian assets, concerning some of i
which precise information has been forwarded to Washington ‘
and Allied authorities in Italy; and that effective |
controls could scarcely be established in neutral countrieg t111l H
after definite policies have been 1aid down in the occupied ¥
countries themselves. He asked if Mr. Klasus or Mr, Cummings ~
could explain why the Italian Government or the French :
Government had not to date issued decrees vesting all 1
forelgn properties of Italian and French nationals in the 1
State. Mr. Klaus and Mr, Cummings were not aware of even
the general nature of these particular problems. Mr. i
Butterworth then asked if they could inform him of the :
general nature of the procedure Washington and London: .}
intended to follow after the conclusion of the war for
controlling the undesirable activities from Germany.
Mr. Klaus stated that probably-go one other than the
military chiefs, the Prime Minigter and the President .
know even the general nature of such plans. Mr, Butterworth I
then pointed out that i1t would be most helpful to the |
Embassy to know more specifically toward what end infor-~
;matlon was to be gathered in Spain. Mr, Klaus stated that

'Mr, Butterworth was asking which came first the chicken

“or the egg; that the information had to be submitted first
from Spain before Washington would know what the problem
was, He described the well-known Treasury action in taking
over General Anlline and Film in the United States, etc,;

he mentioned as an instance of guldance to Washington from
the fleld undesirable Swiss laws regarding the prohibition
~against banks disclosing information. Mr, Butterworth
discussed additional undesirable Swiss banking and commercial
regulations handicapping the tracing of possible German
“holdings and indicated that Spain also hag similar regulations, ¢

Mr. Klaus stated that it might be necessary for the
United States to exert pressure to change their laws on

Spqin
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asked whether there were any specifi
migslon wanted to take up at Pgesentf problems which the

Mmeasures for checking on the :
through Booin. g ??vement of gola and fundsg

Mr. Butterworth then asked the mission!

tions with regard to the immediate submissiog ggogggggga:
tion by the Embassy to Washington, Mr. Klaus replied tgat
tge optimum would be: (1) complete ang detaileqd census

of all enemy agsets in Spain 1ncluding assets not belongi
to the enemy but which might benefit the enemy indirect% :
and (2) lists of all enemy nationals in Spain; includin Vi
réeports currently submitted on theip act1VItiés. Mr, K%aus

assented,

. On the evening of September 14th s
September 15th the Commergial Attache,aﬁg.tzgkgggging °f
recelved Messrs., Klaug and Cummings, Mr. Klaus pre%aded
his subsequent remarks with the Statement that he anti-
Ccipated that the 8upervision ang coordination of the
investigations to be undertaken should be under the eneral
supervision of the Embassy, He reviewed in gome detgil the
burpose of hig vigit and conveyed substantially the sanme
information ag had been glven to Mp, Butterworth, o

Mrn ACkarmaw
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Mr. Ackerman stated that the problem appeared to
fall within three broad categories: (1) to prevent the
Germans from disposing of loot, (2) to prevent the hiding
of German assets, and (3) to prevent maintenance of a
highly skilled technlcal organization which at some later
date might be used agalm to wage war. As regards loot the
Embassy had been following closely all reports of the
srrival of goods from German occupled territories; on L,
several occaslons it had written notes to the Forelgn P
office pointing out gpecific susplclous transactions. Thils b
approach was designed to reinforce the United Natlons g
resolutions adopted 1in 1942 concerning looted property '
which had been duly submitted to the Spanish Government,
He likewise mentloned the February resolutions concerninﬁb
the trensfer of gold., The Embassy Antends to continue
investigations along these lines and to afford the
fullest cooperation to countries whose legitimate proper-
ties may be brought to Spain for disposal or concealment.
The task of investigating the technical capabilities of
: Germans who might make an appearance in Spain, elther now
ﬂ: or after the war, was one which might attaln enormous
proportions and Mr. Ackerman questioned the worthwhiles
of such investigatlons. There has been no great influx
of German techniclans to Spain during the last several
years; some have entered in connection with normal
commercial enterprises but these have not been outstanding 4
in number nor, except for a few instances, in capabllities. 1
The Embassy 1s watching carefully the only means of 2
communication now available to Spain, airlines, but this iv/
does not afford a broad avenue of exodus from Germany and i
1t 1s hoped that in cooperation with the Spanish Government |
1% may soon be sealed. There would seem to be l1ittle :
point* in the Embassy attempting to ticketb closely all ‘ g
arrivals having technlcal skill, if as seems to be appar- y
ent, Rusela may seek German labor in the postwar period; i \
1
{
I

i

T2 IR L s it

likewise, if as Mr. Klaus had previously explained; 1t

;, was the intentlon of the allles to destroy those German
industries which might be used for rearmament, undoubtedly
there would occur an enormous exodus of skilled German
workmen to all parts of the world, However, if all baslc
industries in Germany are to be destroyed it seems remote 1
that such workmen could contribute to German rearmament, , 4
Furthermore, if the plants 1ln Germany are not to be des~ i
troyed, the few skilled technicians who might emlgrate g

from Germany to Spain would have 1ittle significance. - i

Ackerman discussed briefly the more important
industrial and banking interests in
out that few of these were of recent
creation but were the outcome of Germany!'s commercial and
industrial expansion policy over a period of many years.
The Embassy had been closely following recent developments
in these lines. It kept close tab on Germany's financial
relations with Spaln and was falrly accurately informed
ae to the state of German balances; 1t had attempted to Tk
learn of gold movements from Germany through Spain; it had 4%} 3
. 7] ] 1

Mr.
German commercial,
Spain. He pointed

been

14
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/  been less sucoessful in obtaining information on the o | 4rﬂ
" -activities of German banks. Washington had been kep%l : e
informed along these llnes, either by the Embassy or by i
Mr. Barth of the USCC. The financial structure of 3

entities known or suspected to be German controlled or
in which the Germans held s substantial interest, had been
closely followed; the Embassy would be on the alert for
any changes in the capital structure or in expansion., 7 v,
However, with few exceptlons, all these concerns were ;
incorporated under Spanish law; ownership was by "to
bearer® shares, As certaln minimum Spanish ownersahlp »
was required under gpanish law in order that a concern : o i
pe treated as & Unational" concern so that 1% could ‘
. obtailn government' orders, it is so difficult to- learn
the true ownership of shares that few investigatlonse
undertaken by the 8Spanish Government had been sutvessful.
This ralsed a fundamental question, that 1s, whether a
Spanish incorporated concern in which the Germans held
an interest, whether majorlty or minority, would be
‘considered as a German asset and subject to expropriatlon
. by the Allled governments at the termination of the war;
C and, if so, whether a neutral government such as Spaln
wouid be called upon to make the requisite investigatlon .
of the German participation upon the demand of the Allied
governments. The question arose as to ‘whether it would
not be more simple and more satisfactory to have investi-
gations conducted in the country of parent concern where
s court of inquiry would have olearly defined powers.. The o
‘Embassy was not sangulne that lacking juridical powerd, 1t i
could obtain in Spaln a true picture of the extent of i
German ownership in those concerns, Mr. Klaus recognized L
‘these difficultles., He appreciated that the cooperation ‘
‘of the Spanish Government in ultimate action to be taken
would be essential. The Spanish Government might be
prevailed upon to permit the United States Government - - C
or the Allies to take over the German interests in these i
fipms or to sell or to permit their sale to Spanish ' .
( : interests and the funds therefrom made availlable to the ‘ -
el ~ ‘reparatlons committee, Spanish cooperation might be L %j
obtained by an offer from the United States of certain / i
suppllies and servlices and Af this failed the Unlted States | - vﬁf
{
|
|
!

o L

S
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might impose sanctlons. However, in order to establish Cod
the facts of the situation he believed that the Embasay at
ghould continue to send %o Washington a flow of material

describing in as greal detall as possible German f inancial,

economic and technical penetration into Spalin, /;

o In response to Mr. Klaus' inquiry as to the personnel :
which might be requlred by the Embassy to conduct necessary o
investigations, Mr. Ackerman states he was not competent |
to prognosticate at the moment nor could he state what e
qualifications new personnel should have, It depended

‘upon the ultimate determination by Washington of the
egsential information desired and of the supplementary
studies which might be found necessary as the broad pro-

’ gram of investigation was developed, For the moment he

v felt that we should concentrate’ on German assets and place .
only incidental stress on the technical personnel reachlng o
Spain. The Embassy already had a great mass of information, 3
part of which had been gent to Washington in connectlon | C
with Proclaimed List work, on known German concerns. It , ;
would supplement this information with additional data but . e
1t would be especially alert to expansion and to the advent L
¢ nem Gavman financlal and commerclal enterprises. | N
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Subsequently, & general discussion took place in
the Commercial Attache's office at which there were

- present Mr. Ackerman, Mr. Haerling and Mr. Whedbee from
the Embasay; Mr. Barth from the USCC; Colonel Sharp,

the Military Attache; Captaln Lusk, the Naval Attache;
and, Mr. McMillan and Mr. Mellon from the 0.8.8.

" need for utilizing all possible sources of informatlon.«

Mr. Xlaus reviewed his story and emphasized the ' '

Particular-examples of the various problems 1n Spain
were outlined for the information of Mr. Klaus and
Mr. Cummings., Mr. Barth emphasized in particular the

‘need for decrees by the Governments in Italy and France

conce®ning financilal matters especlally relating to .
foreign assets, A number of questions were asked by the
representatives of the attached services concerning the
extent of cooperation desired and Mr, Klaus informed

them that directives would be given by the Embassy from

.time to time. He was especially anxious that information

which might be obtalned would flow to Washington in as
great volume as possible, ‘

During the next few days Mr. Klaus and Mr, Cummings
talked individually with Mr. Haering concerning the
contribution which the attached services might make in
furnishing information, Mr. Horwln concerning the
possibility of obtaining informatlion from firms desirous
of importing from the Unlited States, Mr. Bowlie concerning
the Proclaimed List relationshlip to the present problem,
with Mr. Barrel concerning USCC assistance, and with
various 0.8.8., military and naval officlals., A number
of conferences with attached services were arranged by
Mr. Klaus without his informing phe Embassy elther before

or after the conferences.
o

On September 18, Mr. Richards and Mr, Kennedy arrived
from Lisbon. Mr, Kennedy explained that he was maklng a
quick survey trip to determine whether there had come to }
our attention any evidences of counterfelting of American
currency or narcoties trade. He talked wlth varlous t
members of the Embassy staff and with Mr. Barth of the
US¢C and with the Director of the Spanish Foreign Exchange
Institute, Blas Huete, He appeared satlsfied that there
was very little evidence of such activitles and as soon
ae passport and transportation facilitles could be
arranged made his departure on Saturday afternoon,

September 23.

Mr, Richards discussed the varlous phases of Bretton
Woods resolution VI with several members of the Embasay

 gtaff, talked with USCC personnel and was glven substanti-

ally the same background informatlon and views on the
gpanlsh situation as had been conveyed to Mr. Klaus

. ¥nile thesé gentlemen were in Madrid the Embassy
received a telegram from the Department to defer presenta-
tion of the Bretton Woods Resolutlon No. VI to the Spanish

Government. It also received and conveyed to Messrs. Klaus,

Richards and@ Cummings instructions for them to return to
Washington after concluding thelr consultations in Madrid,
Messrs., Klaus, Richards, and Cummings insisted that they
should visit Barcelona and Bllbao and arrangements were

made
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made to have them accompanied by Mr. Whedbee of the
Embassy so as to make certain that the Consulates o
would be fully informed of the viewpoint of the Embassy
concerning investligations. These gentlemen visited i
Barcelona on September 20, and Bilbao on September 23, S
At both citles members of the Consular corps and the : j
0.8.S. were present at meetings in which Mr. Klaus and e
Mr, Cummings reviewed the Bretton Woods Resolution No. N !
VI, and their story as given in Madrid. The Consular "
Officers presented cases on German and Italian interests R
in thelir districts, and asked for guidance as to what oo
phases of these interests should be reported on to be ‘ |
of asslstance to Washington in the contemplated peace S
- settlements and post war plans. Mr., Klaus requested '
that all dvallable information be sent to Washington as Lo
rapldly as possible, but indicated that directives would f {
Cd ,

be issued from time to time by the Embassy,

At both citles the mission asked what additional o
personnel was needed and received the reply from Mr. Key |
in Barcelona and Mr. Hawley in Bilbao that the personnel 1
‘requirements would depend upon the degree of detatil ' |
deslred by Washington. Both the Consulate Genersl in
Barcelona and the Consulate in Bilbao stressed the /
absolute necessity for centering the direction of alrl
investigatlion and coordination of all information at ' /
the Consular offices if efficiency in operation were '

expected.

Mr. Richards and Mr. Cummings departed from Madrid
on September 25 for Lisbon, en route to Washington. .
Mr. Klaus departed for Lisbon on September 27, having

-falled to obtain a visa for Tangier in Madrid, ' o S

: In coneluding this report the Embassy wishes to ° i
express 1ts regret that the several interested departments ol
had not been able to clearly define the purposes of the ' ,
mission and to avold the unfortunate personal antagonlsms B
which were apparent throughout their stay in Spain. Tt '
was evident that the mission had in mind that the various iy
aggncles of the government in Spain should immediately : ar
undertake independent investigations on all phases of
Axle activlities and interests in Spain, The Embassgy F
believes the mlssion was convinced that this would lead “ Y
to such confusion, misleading information and conflict Bl
that the objectives would be defeated: at least the Coh
‘misgsion agreed that coordinatlion was desirable and

necessary.
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