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In your intervies scheduled with Bernhardt for
Tuesday, Larc: 12, you may wish to develop the follow-
ing sugsestions, data in respect of which would be
zost usefuls |

1. Bernhard’, in his previous conversation with
you, stated that the L AN-LTJulh clearirs ko been
initinted by 2 German credit in the anount of of
2} 30 million. Thip sum represented the amount which
Joyalist Spein owed Jerzany ab the time when the com—
wmereisl clearin; between Ioy2list Unain and Germany
wes terminated. i>§

Srick éﬁebelt on thie other hand, makes no
wenticn of is credit, and states that fhe ILjlA-
Gouai clearing was initiated by mutuel credits of
7537 million {on the tent of Germany) and rtas. 4G
zillicn (on %he »2art of the Speniards). Snebalt
gtutes srat he was Bermbardi's right lend nan in HISEA
durin; tie Civil Var pericd, znd Wos in direct charpe
of German deliveries %0 spain. 1f this 1s truve, he
ahould knew what he is tellkin: about, and Bernhardt
should be queried to clear .y the antter of initial
crecits ead whe uvien who wiatv as of the 2a) beginning,
and bj end, of the Hiiu—~itudl. clearing.

, Geebell, and Bernhiardt all
gtate thet the :11..a=.Caab slearing wes in “substan-
tial belance" =g of tae end of the Civil .ar {(nid~1939),
there was epperently o period of accounting, extending
into 194u, which was reculred to amcnleve gnis result.

2 Altiough un,
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During this periecd of accounting, the Institutc :ppar-
ently did {fwo thir;s:

2. it tock & census of existing Jermwn arrearazes
in respect 0v¥ the Jpmnish .tote and/or its
nationals, and

b. it consclideted in sciie Tashivn ssmcunts which
loyalist spein owed to derm.any (stated by 3ern—
hardt to be :. 3¢ millionj.

This sub ject should be dJdeveloped with 3Jern-
hardt toward the end of ascertainiig exactly what
heppened and how. The develomment of this subject
will also 1ead into another field in which we lack
definite information, i.e., the mechanics of the transfer
of Hi3kA funciions in vrespect of the clearing to the Ins-
tituto Bapaficl de Loneds ixitranjera, aord the manner in
~hich the Geiran clearing house (ieutscle Verrscimungo-
keose) entered the victure on the Germen side. Interro-
gation on this subjset, in twrn, ghould require Lern—
hardt's explanation of the exact reletionsliip between
reeAK and Deutsche Verrechnungsiasse {our inforration
to date, based on lethke's statemenis, indicates that
Deutesche Verrechn:nggkasse rerely acted as banker for
RUHAKY

3. The Anschlusg between vermany end Austria
oceurred during the spanish Civil var, and during the
tenure of the HISEA-#L+AX clearing. Bernmherdi should
be fqueried, accordingly, con his knowledge of any Aus—
trian arreareges %o Spain or Spanish arrearages to the
rormer Austrian 3tate which may liave been involved in
and settled through the clearing,

4. Bernhardt unquestionmbly knows us much as any
feyman in dpein about the Beerprogramm. The armamente
investigations being conducted by kr. Noel and myself
indicates that P. Bethke (head of LLiAk) was the prin-
cipel negotiator; the only other name identified in
the Germen commission which negotiated the program in
yadrid is thet of a German naval officer named ¥LUGS.

You will recall Becker's sistaments to the
elfect that the delivery of i«¥ 1Cv million involved in
this progran did not affect the German overdraft in the
clearing, and gave rise to a claim of 2E 4 million on
behalf of the Spunish lar Hinistries. The arzaments
zgents interviewed stete, slmost without excepiion,
their belief that the payments nade by the § panish
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sar Ministries for these :deliveries vere iade cuiside
the coumercial elesring; some (includin Lallet and
Gaebelt) balieve thet thie spanisih ser idinistries nade
payment directly to SuFLIUS. Guebelt haag stated that
Bernhardt should know how payrment was zade. It strikes
ze as entirely possible that tlece payments for zuni-~
tiong delivered ander the Bserprogramva cexplain in larce
cert Lue “gsecret fundas" ol Rerniardti(althouch this is
nypotnesis thnet these also

a1y

not intendsd bo ldspel ih
cooe from sales o ;0ld).

411 of this points to the necessity vl inter-
rozating Bernhardt closely on all aspects vf the 3aer-
srograms and on the panner of payment. Inzsnuch as we
last week telegraphed airiiiu Bo inberrogate Bethice
and Becker on tne subject, it im hoped that within a
few weeks we L:ay be able tc test ihe veracity oi any
statements which Xernnsrat ay make on this uubject.

I ec convinced, however, that he is in a
rosition to diselose tihe witole story ii ii2 30 chooses.

5e You will recall that & corollary of the Baer—

rogtays: wad, the cayment by dngin in ingtailscniu be-
giﬁﬁing vetoher 1943 and ending in Januery 19447vE

i 106 :illion, in its peseta equivaledt, boward the
spanigk Civil sar debi toe Germuny. Ceftein amounts of
t5is sum were earmarked for tihe procurement ol specific
zaterisls, some oi 1t eaxtor ed for Tthe payment of
wolfraus export taxes, and scue v 1t was delivered to
tie Germon Esxbessy in Jadrdd.  $UF1HDUS, ss the pnine
cipsl Germen .procurement 2gency in o

Spain, unsuestionably
nas all details in respect of the expenditure ¢ this
woney, and Bernbardt should, acccrdingly, ve able do
explain them,

In esudition to &« breusduwn vf the anounta
allocated 6 each purpose, we should have the following
additiconel infcruation:

‘2. Y0 whau extent did tiie posseasion ox the

A 1te million «llocated to procuresment
of rew meterinls suriice io finance the Ger-
wan procurecent prosras until suamer 1944, as
stated by loenningt In other words, were all
German procurements until asuzwer 1544 allocated
out o1 this . 3G million, er wes i3 sunpple-~
zanted Ly sums whick the spanish ‘ar Lipistries
wey have costenporanceusly plaoced ct.tle dis-
posel ¢ S FINDUC for munitions delivered under
the Rasrprogranr’

b.
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De ifow wops the poyment of this installment on
the Spanisk Civil sar debt recorded and ac—
counted Tor in respect of tie linlstry of
Finance and/or the Ingtituste de Jonedn bxe
tronjexrn, an?, was oo oppropriate budpget
entry mole or recorded?

Ce Lereury wns one of the itens saruaried fer
procuresest Tivi. inat poertlon of the pay-
uents alloezted to seguisition of ruw sote-
icial., Thie British cre interested in securing
& breekdcwn of sercury shipients which zg
Lave been mate during this pericd.

0. ~ernhardits lnovledge shonld be probed, oi
course, in respect of tre receipt o gold shipments to
reduce the verien overdrelt in the clearin;. In this
connection it will be wveculled that Huete, de la Puerta,
and Havasquez acknowleded in verious conversations
with bir. Ackermun ithat some £0ld hnd been received to
reduce the Seruen nverdraft in the clearing ard thet
siuete, in one of inhese conversutiocns, indicated that
Spain may hive received as much &3 5 - 10 tons ol 3zold
far this purpose.

Te Bernhazdt's opinion oa the final clearing
balance and the amount of any Ferman deficit which he
acknowledges should also de sought.

3. Tie natter of the "consalidatei clearing debt"
of Rk TC¢ aillion (later consolidated into Ptas. 300
million) should also be explained, foenning's testizony
on this point is somewhat confusad in that he indicates
that Germany ney have been granted s corresponding
credit, wherses all other infommation in our possession
1ndicetes thet this "consolidated debt" was no mere than
ac earmarking of a portion of the German overdiraft into
a £inal debt running boebwsen the German clearing house
and the Spanish cleering house, and that its due date
was originally Tixed as Hovenber 3y, 1944 and subse-
quently extended to Hovember 3C, 1345,

9. We are considerably ignorent in respect of the
meghanics of the clasring cnd the number of asccounis
comprised therein. Bernhardt should be msked to explain
this matter, and the usual procedure employed in trans-
mitting capital suus from one cowntry to the other. This
is an importent point in connection with pending clai:is
of 5uPINDUS ageinst the Instituto aspaiiol de Koneda Ex—
tranjera, as you are aware, and il remsins a nystery why
the Inptituto did not apparently enter a corresponding
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credit in neichsmarks wpon receipt of telegraphic ud-
vices from :uwnal and tihe (erman clearing house that
corresponding sums had been deposited in lerlin, asince
it appears to ve Yairly well estculished that the Inp-
tituto did not opernie on o telegrophic basis vis-d-vis
RUAK and the Gemsuan clearing. Bernhardt should be
agkeld to expXin on what basis the cleariag dld operate,
and to give precise inforsation of the :ecisinics of
renitting a sum paid into the clearing.

1., 3Berahardl should be aueried on whether the
German debits in the Instituto sre the ultimate respen-
aibility of tie Instituto end/or the Spanish State
(through seri-nifficial banks sueh as the Banco. Jentral,
the Banco Exterior, et cetera;, or the responsidility
of private banks which bave alvanced benk credits.

ihe sense of this inguiry should be to ascer-
tain whetner the Gevian overdraft in the clearins io
reflected in Jpanish bank credits which may still e
outstanding, or whetker it consists of an obdligation
ranning from the Instituto or some other official or
gemi-~officlael edjunct of tihe Spanish state.

11. Inguiry ehould be mgde into wnet, if any,
ef:ect the change in the exchange rate of the Reichs-
mark vis-3-vis the peseta had 'in celeulating the Civil
iar debt and the arrearages in the commercial clearing.

12. Xoenning states that part.of the trade agree-
mext of 1943 provided that Spain snculd pay 1855 of the
pre-war price for certain German goods (principally mili-
tary materiel} and reduce the sales price of certfain
Spanish articles sold to Germany.

fernhardt should be queried on this toward
the end of

a, ascertaining in mcre detsil the true state. of
facts end the type of zoods involved, and

b. gacertsining vi- ther ihe arrangement-—which
was not reflectszd in .panish trade figurep—
may heve in an. way reduced the German over-
draft in the clearing.

Ia this cohnection, vou will recall the unexplained
reduction ir the Geiuman overdraft in the clearing be-
tween the 1943 trade agreement and 7-Z Day.
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because answers Lo certain of the avove questions
may concelvably be supplied to Er. Handall in future
conversations which he may liave with liuete and iiinistry
of Cumpmerce officiais, & copy of this semorandum is be-
ing forwarded to him for his iiles.
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