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'~ On November 8, 1967 we made a conpreh nSIVE ¢
to Czéchosigﬁéggé T BTt Tenent o? OutSi_%jw ﬂ
£INANCIa1l"quieStions, including return of the nonets

and payment of US claims (Tab A). A discussioh
issues appears at Tab B, ‘"™ AT

On May 2, 1968 following an intensive press
propaganda campalgn, the.Gzechs delivered to our
at Prague a note rejectin QUL Droposal of November 7
ds TUNLaiE and unacceptablel  (Tab C) . They, demanded the
immediate return of the gold and reiterate"ﬁ“;j ;foffer 4
to pay an additional $2 million in settlemeﬁﬁ;f ”éyr clains,
ince our proposal of November, two develowy <
sgme ififediate forward mMovement oward a solut,

o

(a) There has been a change of.
Czechoslovakia which gives promise o greatar
penaence of policy and more respect for' the
which we wish to encourage.

' (b) " The &ogia, hLy Aot of 1967 will cauge
- Hhe.accrued bencfits, Yo non-citizen Snnuitants within
zeC cia to 1apse uhless Czechoslovakia ig taken
ou? O

ut of the prohiRiTION SN IREasEy. Clvcular 655% "batore

¢RI RN Ay

¥ Circuisr 655 provides that in general no checks arawn on
US Government funds (Social Security, Railroad Retirement ,
Civil Service Retirement and Veterans' Administration), are
to be sent to oountiﬁes where there is reasonable doubt that

the payee will receive ‘the ¢heck or he able to negotiate it
for full value,

N, L v ,
GROUP 3 - Downgr -year intervals;
not automatically declassified.
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July 1 8s This would bhe unjust to the annui-
tants &ﬁ%géguld lose the accrued benefits through
no fault of their own. For some time it has been
clear that Czechoslovakia meets the standard of
paying full value to the annuitants which Treasury
Circular 655 was designed to achieve. The nature
of the new Czgphoslovak government gives some
assurance that this situation will continue,

A new proposal on'gold and claims is now in course
GpAl atioNs  Thib, NOWCVETy Wilil fBgUlTRwresrsnies

je claimants and interested members of Congress and,
moreover, will at best take some time to negotiate, We

cQ 10t ho ~_p,v;;g$§w@g£ggpent on this before the

Ju; I Tine for removing ¢zechosiovakia from
the re, to o 1 Ll TWO 8UCCesslve steps. . i %
IR AL RO Y, AT PR TNCTI IR PRy ¥ Yoy

e

4idlly

In gte e, we would, subject to your approval,

the Czec%s as soon aSJagggggkgm,
T heir May

our over-all proposals for a package settlement,
wor,.kl[;rp,gg,,on g new and separate proposal on gald and ¢
which we hope wilil provide a ﬁﬁ%ﬁaﬁly acéggtableWBaSLS
So far as the other

WL ITIRGRESE shown by

for solution.

“package are concerned, we would tel

taking, s5oRs. EQ.AeNONe,. Gaechos Loyakia

L.them. that we nc
rom the Treas

t in view of their *
; 1968 note to accept

e are’

CIEGuiar. 655 1ist before duly L. 1088 Hs WouTd CRBTey
£he" hope that g§¥ﬁ;ﬁhis“1§§ﬁ§"?§m8$33”%ﬁ@”ﬁ?@@ﬁg“WTTT“ﬁﬁ

lains

elements of the origiidl
oW are’

b S Qi e LS UG AL S LETRN (8 OF NS PACKEde,
- 3¢ and.clalms, as soon as possihlé. ™ W

%Eh%m‘il%wa

a

prepared, without prejudice to our respective positions on
and claims, to enter into an
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Cgechs would Testume

‘all the other is 4¢s

Rty

NRIER R B

ar reement (Tab D) settling
- '
22 d..and

interest on the Surpius

SECIWVE um A, L0000

ents

' ) st on the
P g;%gmgnt (about $310,0007a year) "aad “fuid™p
iﬁggefadf%gsjnce 1952 ($3.1 million principal and $1.9
interest) by paying §1 million now and $1 million each year
thereafter for four years, In addition, the Czechs would
resune, debt service on dollar, hondg.n.defguls within T2
mMONths and unuer éke,nggotiaﬁ?ons to this end with the
bondholders within three months. (The total original value
of the bonds was about $2.7 million but it is believed that
a substantial number of these bonds have aliready been

bought back by the Czethsw) Finally, the nggggmmgagg
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release crown accounts owned by the US valued at about
$ NMIITIoN and tREUS“ I -rirats part release
blocking controls on Czech property worth about §T.7
ﬁﬁiTTﬁﬁ"‘“Wé"wo SOINE OUt that by removing Czecho-

slovakia £rOm Circular NoT 855 ﬁgéﬁ“ﬁhnﬁiianﬁﬁf”hfter
verTTICEtIBH aNa VETIAS eI 8 "o "EneT T IR ivIatst clains,
would receive ng_ed‘bqudh_v n{s of abouL nrl mllllon

and _ahout 0 Ry CRE. VF eri
.;‘

I should emphasize that i?ﬁég'\interaéj'of justice
to_the annuitants and of cohty Wty “to~the
atnosphere of czech~-US relations, By 1ifting of Treasuyy
Circular 655 would be unconditions "“ﬁﬂfﬁﬁﬁﬁTgmﬁﬁfwbe"“““

affected by any unwilliingn 5 §%€Tﬂ%€§§;§% én?g;
1 uémégﬁﬁﬁ 8 " ME“PeTefits

xnto arran ementsmg&v ng , %
g¥ Wwould thu WG WOULA. 8 CLemp e, HEtrara sy s
action to crea%e a mor&l obligation for the Czechs to be
forthcoming on the other. itemé ﬁet forth in the preceding
paragraph. Actual paymqus to annzltants could be made
only after verificatiojly ‘d Val}da ion of their 1nd1v1dua1
claims had been completeq; i

e
Albania, -he Soviet Union aq““jyg%rx%nare other East
Euro 11T 334_ ? -Q tgrox ons reasuxy
Trcu £V e R AVE N R PLOA I e PETH TR ‘Wl RT
bANIA ANd ha: ve no way of cert;fying that annuitants in
Alhania will receive their checks and be able to negotiate
them for full value. With respect to the Soviet Union,
the matter is under study. We Shall L@ maring & separate
prﬁBﬁﬁT“f3””3ﬁ“bﬁ‘HTﬁ&&fv WHéré“ﬁﬁEruélﬁ'ﬁ"ﬁ@%“ﬁﬁf%ﬁl&f’
655753?“?%7%3”1@E5Lng SN July 1, 1968 amount to about

$1,3 million, —Hungary probably SRR IV TALT VR THE o
Ehe recipients of annuity Ehecks. %

* H concurs reluctantly in this tactic and would have pre-
 ferTed that betore we give an apsoiuté undertaking to
remove Czechoslovakia from Treasury Circular 655 we bargain
with the Czechs to obtain some direct guid pro guo.
believes we should have . .the stxonggs ..... possible justification
to mee?' 0SS 1h e accus ti Thatwagpgnay

EGAATRG %he intent’ offC Jileta Ln aking back payvmentg at
t e'IE%F’ P elgeveé'we should ge-exam ﬁ%'Th””““‘

ﬁﬁh%pt. Hb

81tua€1on efore actually making payments to the annuitants.
If by that time the Czechs have not given evidence of nego-
tiating in good faith H believes we should then take ad-
vantage of any excuses to delay actual payments until they
do so0,

Qxxnﬂzummmmuu;___~




~4~
_ : e . 'Qgg'ﬁog_steg two, wqwgél%mggogsgd as soon
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In our aide-memoire of November 1967 we offered to accept
in total settlement of our claims the sum of $44 million
toward which we would credit the full $17 million paid

by the Czechs for the steel mill never delivered., (The
steel mill was ultimately sold by us for $9 million which
was distributed to the claimants.) We were willing to
accept $2 million on the return of the gold and the re-
mainder of $25 million in seven annual installments. The
Czechs responded in their note of May 2, 1968 by demanding
the return of the gold and offering to pay only $2 million
(added to the §9 million received foxr the steel mill, this
would give the claimants a total of $1l million). Iy our

new proposal we would reassert our c¢laim for §44 miflion,
WILH TRE Bale (eLeult OL BLl. (LTLion, Put orfer £8 return
the gold on the Paynient of $2 million with the remainder
in seven annual installments (the number of installments
would be“nggqg;qbig to some degree) to begin one year after
: Lev.dnfo.force of a mutually satisfactory and re-
agreenent ., Proviging on our siae for
eatment to Czechoslovakia (Tab E).

This would enabkle us to reach present agreement for
the return of the gold and thug reémove this highly sensi-
tive political igsue in our relations with Czechoslovakia;
show good will for the new reégime; win for the claimants
acceptance by the Czechs of a reasonable total ultimately
to he paid to them; make use inmediately of the leverage
which will ultipately be glven us by the return at some
- uncertain futuré date of MFN; and avoid compromising the
interests of the claimants. While the total amount of
$27 million still to be paid ($44 million minus the $17
million attributed to the steel mill) would be negotiable
within certain limits, we would in no case go below the
40 percent return to claimants, the minimum as yet received
in any claims settlement with an East European communist
country. A 40 percent (40 percent of $72 million) return
to the claimants would be a total of §28.8 million of which
$9 million, the amount for which we sold the steel mill,

. has already been distributed to the claimants. This would
require the Czechs to pay an additional $19.8 million.
This amount, plus the §17 million for the steel mill, would

give a total of $36.8 mill %n, which would.he. Qur lowest
neqolisbing RUC SET 8 Sottienent, oG
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Even our lowest hec oti ing %&m&&w&§,1¥ke to . boge
ma OF NEgOTTat g 1g,1 EObToM, ., NOWEY el g LS, 36";%,%%%%
Tenent rc mants re resents a 51 percent settle-
e zecﬁ{gox NE OF VoW 8inca ey ars uredited
‘.L"’ion ﬁ"ﬁ@“‘f:‘f“‘“’“’"‘“”“ el ‘"ﬁgiﬁw"ﬁhé“' BEEST

d QML_ S ARG AN o T the 89 mmlTxon ffles
rocee S ; - g (LRrET d Sy PPODY )g': AR z.@-g 19
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4 16 1ev NoWe settied wikh ¥oland and

Roman ia.

4 subst:antial diff;culty should arise in our dis-
cussions with the claimants and interested members of the
Congress, we would agam congult you.

The gen (;e,\l s\tbject of what we can do to take advan-
tage of the presgnt situation to press forward with
obtaining legislative authorit for grantjng MFN is
discussed in a separate memé;ra 1&um(a(.wu

. -Lf"
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’ ne)ojot:s l to the Czechs that we
r te Lﬁe OEJ(.’{E/ i’fafms :.issue rgpx iEhe ”é‘é‘kaq‘gmprogosed
o e wwm&gg*‘s ‘g?m,ﬁiﬁ: SN Aoteer

set forth in thc memo;andum

Approve

Disapprove

T!,,.h .t yQu Js'...a.wi}smb%,pmpcmmmmmﬁ.&a gshs.Eo
be ma eaaftefﬂﬁ%§%§°us CoﬂﬁyiﬂthQDmWAiﬁm.hﬁnsialm%ggg %gd
iMECTEETET Menbers, of“ ongress for the return of the ¢o

on tr"e conaI%Qn‘g fwu ﬁ"mln :E‘er me"rﬁ“gfﬁ?‘lau?‘ﬁ"ét“’fabmﬁm*m P &4s &
‘I‘“‘ﬂ-‘ﬂ' “L’v‘> :

Approve
Disapprove
Clearances: ' P pe ey s o
G - Mr, Bohlenaé% E ~ Mr. Solomon 2. ¢»
A eker H - Mr. Macomber
5 fﬁ' i (see footnote page. 3
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