1.

- & ; v. © 7777 HR70-14

BT @mmm : ' ' -1 Decariber 194¢C

O £1Y Department Heqdé ;
RO : President

S3URIBCT:  Memorandwa WW-50-104 of 19 October subjsct "iemorandum
exﬂlglninr pgx_cornordtu structurc and 1elationsniv of
Chennault end Willtuer O.oing1 business as Civil mir
Transyort, C.s.r. Inc., Civil Alr.Jpgggtggﬁuwjgu;L, S

aid Gof Ingorporated.

There is forwarded herewitii Orsanivetional enoraadus
No. 1 which is 2 5ubsn1tute for memoraadws WW-50~ 164, A1l persocas
holding e copy of “W-50-16L should destroy same immediately and

substitute for it the OrganlLatiwnal herorandum No. 1.

' ' 2. Certain sligit chenges have been mede in the text of

'~-50-164 in order to Dring Organizational iemorcadum No. 1 up ﬁ
to datc. VYour attention is called purticularly to paragraph 7 ;
hich in the 0ld memorsndum specified tuat| wag uader :
the name of Civil Air Traunsport, Inc. Arrangenents nave now ’;
been made to carry tiis coqtract in the correct nume of Cal "

. Incornorated. Por similar reasons »aragraph 9 has also been L
i changed. ‘?
In ? L
o ‘ . : o : i,,, (o . “\.' LA I

CHITING /I] LAUER
President '
v cec: 4#11 Department Heads

APPROVED FOR RELEASE( |
DATE: 17-Dec2009 . |

v




. e e

ORGANIATIONAL 11 0L NDU} ;on, i

0 A1l Deportment l.ond

TIOR President ' .

COIMAMUCT . Memorandum explaining tne corporute structure and

TT

reluulonuxig_oi Chunnuult end Yillsuer doing, busin_p;
es Civil Lir, ruAs“c“*, u.q.T. Lac, blVLL SiT

Transport, Inc., niG Coi I.corvoratod

1. There appesrs to be sone confusion otill proveiling as
to the relationship between our vorious compenies funetioning
under veriationg of the geaersl name of CiT., The subject watter
of this memorenduir ghould be Lgpt Sonfidenticl and disclosed to
outsiders only in so far as it is.necescery to explain tne matter
to your secrstaries for the purnoses of correspondeince and to
others with whom you are doing types of business wiiich recuire

an understanding of thils subject. We nave deliberately sought

to keep the corporate structure of the CxT caterprises complicoted
as a means of protection against any attempts tne Communists might
waize to tie us up. Therefore you willi ve doing yourself a dis-
secrvice if the information conteined ia this memorandum becoaes
corzson knowledge because it might be used by the Communists as a
means of tieing up CAT and tiuerefore affcctlng your llVbllhOOd

2. Chennault and Willauer doing business as Civil sir
Transport (CaT). In 1946, Chennault and Willeauer formed a
partnership under Cninese law to csrry on tioe business of air
operations in China. This later became the C.l operation.
During the first fourteen months of opsrationc tine Chennault-
Jillauer partnership was known as CNRRA air Transport, because
our opsrating fraﬂchisa was a contrect with the Culnese Rellbf
and Rehabilitation Administration (ChRRa). sfter CNRRA was .
licuidated at the end of 1947, our operating franchise was renewed' '
by a new contract witn tile Civil Aeronautics sdministration of the
Ministry of Communications of the Government of the liepublic of
China (CAA-MCC). Coincident with tile new contract, tiie business
name of the Chennault-Willouer portnership was changed to Civil
Air Transport. This was & change in name only, and the basic
leral structure of the partnership remained the same throughout.

The Cuennault end Willeuer partnersiip represents various

Americen ond Chinsse interests who are associated with them in
rclationship of principul to agent in some cises, and in the
relationship of silent partner in other cases. Had it not been
for certcin Chinesc Netional Government political considerations,
the Chennault-Willauer pertnership would have been changed to a
corporation before it ocommenced operctions, but these pOlltlbal

considerations prevented the achievement of this obgectlve.
Accordingly, the operation continued - until January 1950 in the
nartnership form. The partnership acquired title to all the .
aircraft in the original CAT flest by purchase in 1nstaiLAcnt
from CMRRA end also obtained the use by churter of the Cii planes.
Prrmu vean the mnerertineg fragchise or coatract under wnxcn C..t




3. ‘When the Cad-Chenneult und Willauer wos renewed in the
letter part of 1249 to cover the oporation during 1950, the Chinsse
National Tovernment had besn driven from the Jhlnlbna of Cihine and
Grost Britain was about to recognize the Chinese Communists. It
was thxcrefore nccecsery to orovide in this contract for some mesans
of protecting the CaT assets znd operations from seizure by the
Communiste acting through the British courts in Honguong after
racocnition, or from otunor interfuergnce by tho Communists in otihcr
locniitics where thcir Goverament was recognized, To this end, the
17650 CLL contract gove normission to Chennault and #dillaucr to
“transfer their ossets z2id business to 2 corporation of zny other
nation whiehi wes fricadly to Naticrnalist Cplna in order ¢ protect
the situation. TPurcuant to this permission, o Dolaware corporJtion
wes formed called C....T. Inc. and 1o January 1950 all the cssels
nnd business of Chennault and Jillcuecr doinn business cs CAT wers
transrerred to C.a.T. Inc.

L., Parly in DJeceober 1945 it was agrecd between Chonnault

cnd "Hlleouerx as partners cnG the Chinesc National Goverumeont that
Chennoult and Willouer would nurchase ell of the asssts and business
of C¥AC cnd C..7C which had defécted to the Communists, cnd 1t wes
further oerced that aftor this purchasc by tihe partncrship, they
would traansfer the asscets and business to a corporation to be formed
for tnrt purposse. Accordingly Chenncult cnd Willeuer formed another

Delawere cornoration culled Civil air Treaspert; Ine. cind transferred

&)l the assets 2nd business of CNAC and C.TC to this corporation in
December 1949 which was prior to the Britisi recognition of the
Chinesc Communist CGovernment. ’

Therefore tic pressnt holder of thce legal title of all
cx CYAC nnd CiTC assets and business im Civil sir Transport, Inc.

5 Immcdiatoly after the ccquisiticn of CNaC and CiTC by
Civil fir Troasport, Inc., there arose hcavy regquiremesnts for
exnenditures of money for lawyers and other steps necussery to
srotect the former assets of tneseée alrlines, Civil sir TYranspord,
Tnc., cequired absolutely no liquid esscis by its purchase of ChuGC
and C-TC and accordinply C.h.%. Inc. ogreed to finonce thesc
exnenscs, wiich have been very heavy. 1In coansiderction of this
finencing by C.2.T. Ine., Civil air Transport, Inc. trensferred
full title to C.A.%. Inc. in a few airplanes which formerly
helonged to CMAC but which hud been in Nationalist Cijina at the
time of defection ond therefors not tied up. The transfer also
iacludsd a foew items of communications equipment und spare parts
of verv.minor valuc. The tronsfer of legel title did not loclude
othier assets such os real estate in Formosa, the business of
¥riends of China Club, or the business of Airline Transport sScrvice.
It was urrceed, howcvcr, between Civil &ir Trensport, Inc. and
C...T. Inc. th~t as partial recompense for the past expenditures
by C.i.T. Inc. and for the further burden which will c.usc more
crnenses, that Civil Air Transport, Iuc. would entrust the use of
tie Toregoine essets to C.u.T. Inc. for the henefit of {ie latter

e

who will pav all expenses and kecp cll revenues,

With the takcover of the business cnd assscls of Gl 't
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6. Ti cddition to othur asscts, CNaC: & CalC uod certein
operating franchise and routes, which were scguired by Civil air
Tronsport, Ianc. in the overall purochase. Taesc routes were of no
.valuc to Civil Air Truzasport, Tac. simce all of their opercting
cGuipment werc ticd up in tﬂu law suits with the Co.wunists.
accordingly, Civil air Transport, Inc. ¢rreed to ellow C.aJP. Iac.
to onperatsc any of thesc routes and franchiscs for its own account
if it would invest the neccssery money to changs the routes ianto
Civil Air Tronsport, Inc.'s name. Ia addition to the-cost of
mrking tals change, the troansfer was fully justificd by other
haavy exponsacs uhlcn C....?. Ine. nad undarponp a3 refcrrced to 2bove.
. Accordingly, the position as to roubes is ti. b elthougn they erse
in the name of Civil Air Transport, Ianc. they are operated solely
for the benefit of C.:».7, Iac. and O.J.T Inc., beers all risks
~of loss =4d all exvnenditures of keeping the routes alive.
Pursusnt to this agreswmcsnt, the permission to oporcte
to <¢onen, formerly hcold by CHAC was tronsferred to Civil sir
Tronsdort, Inc. und = licence to do business in Japan was taken
out in Civil s+ir Tronsport, Inc.’o name but 1s oncrated for the
accouwnt and at the expense. of CennT. Inc. : ‘

With the takeover of ths business end ussets of Cix.T,
by CLT Tiicorporated on 1 July 1950 us described in parograph

Tue.
8, the rbovs mentioned ogsets were transfsrred to° Cn Iuoorvor ted.

3

Jsn the az;obtictions were vntored into.- it
vould have token too much time to obtcin a licenod "to do business
*in Jonan directly in tho name of C...T. Tic. Locordingly, the
contrzct wns entered into by Civil sir Triusport, Inc. Tuis
cnbire coutrzet is for tho benefit of CLY Tucorporated, a new
company tiec naturc of which is described ia the nexb: paragrunh
wirich has reccntly succeeded to the interests of- G.“.¢. Inc. in
711l other matters formerly belonging to CuoindWs lnc. Aurly in
movember 1950 the | negotiantions which'had previously
'"vrrled on under a lotter of intont were reducced to a formel
contrect and this contract shows the correct CoT organization, C e
naacly €7 Incorporated. Accordingly, from now on 21l motters
heving to do with the contract are prnncrly curried
on in the nsmc of CAT Incorporited. _

\}

S. ' From Docerber 1949 until the comumencement of N
the airline operzting business of C.A.T. Inc. suffered greotly
frowm lack of domnnd nnd large sums of money wore pub: beck into the
business tc kcep it going both by the owners of C.0.Ty Inc. ond
.later through lonns obtuined from a banking group in the United State
" As of 1 July 1950, certain new mombers come into thie origiaal
banking group zcnd others went out. This reguired:the clo ing
of the books of C..4.T. Inec. as of 1 July 1950 in order to scttle
tihe ccecounts of the oririnal group and the opeaing of ..ew buoks to
=pnly from thet datec forward. Eurthormorc,'in order to make o
clesn division betwcen the old group snd the ncw group, & NEV
Delrniare corporation was formed calledCiT Incorporated wnlcn
succcedea bo all the asscts and busircss of ... Inc. e ore
now in the process of scttlemcnt of zcoounts botwoea those
intevameted in 0. Tne. ond thogce constituting the iew groud
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intcrestad in CLiT Incorporsted. It should be emphasized thaot the
difference betwesn the old group und the new group is very ne lizible
but it was cleor that a clean demarkation was necessery, vhich v
could only be obtained by fourming a new cowpwny Conicident with

the fornmation of the new corporation, CiT Incorporated, the neme of
C.s.?. Inc. wag cranged to Willouer Trading Cowpany in order to

ovoid dunlication of name. “willauer Trading Company's only function
is to wind up the affairs of C...7. Inc., scttlc betiveen the icw

“ 2

aroup end old group of banxers ahe Lrousrer Lhe conbtinuing business
and wossets to CAT incorporated. '

7. Jor ©ll »ractical purposes the simplce explenation of all
of the Torczoing ic thot 28 of 1 July 1950 Civil i Treasport, Inc.
is the "lawsuit company™. As suelh 1t conduets litigation in
Lonzkong with resard to the oslenés cnd in the United Stutes vitn
reserd to the baak cccounts formerly belong to CRiC wnd CLLPC.

It acts &s holder of the legol titl@,to all the real estate in

.Formosa, the Friends of China Club =nd the aAirline Wransport

Service. Stetionery of Civil iir r;nuport Inc. will bs used
"nﬂ siguatures will bs made in its ncme only fnr matters cl“"r‘y
wring te do vwitu thess problems end with tiie Tokyo route. Due
on ¥ pereonsywio sheuld vse Civil sir Transport, Iuc.'s name or
StdthHCTj ore as rollows, and the:p only for business properly

velonging to Civil Air Trunsport, 4Lnc.:

Ch~nirmaa of the Bourd, C. L. CDQHHJULt
President, Jhiting Willouer :
Exceutive Vice- -Frosicent, James J. Brennan.
Vice-Trezideny, a. 7. Cox : C

C. I, LeCucug

n. S. V’llou@hby'

Henry Taan , '

The Ton;o Office (Cresn and C. K. Tseng)
The Redl v s%ate Di'\llulon

D, Englsherds

sons when dealing with CaT Iacorporetad
CAT T“corporatpu stationsry. ana ‘siznatures.

q

Noto: Tuc foregoinz ners
business wiil usg

' The stuticuery -and 01<nutures of Cilt Inoorporuted will
ba used in all other casss 2nd most particularldy inr-all matters
hzving to do with ciercntions, and in purchesing or contracts having

to do with omcrutions.

N R AT
Mhiting Willausr v
Prasident, C.4.%. Ias.

Pregicent, Civil Alir Trans»ort,lnc.

President, CaT Incorporated

Portner in the partasxyship of
Chennoult sud #illaver doing
business us Civil air Trancport

’reoluuﬁt 4i1louwer Treding Coapony
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