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INPORMATION ON SOVIET CORPORATIONS RETURNED TO THE GER

['i—'his report deals wita the 33 SAGs (Soviet corporations) re-
turned to the GDR on 1 January 1954 under the genersl agreement
costcluded in Moscow on 23 August 1953. | 50X1 -HUM
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Status of 8AGs cn 15 Saptember 1953 (1)

t

Fixed . ~Porm Credits
Capital Liguid  Value of

Acsets  Cppital, Production Frofits (014 Bev
0¥12ion (Milligh (MIlfon  {Million Husber of (Mililos {Milllem
WM D) B M) 2 Seployecs M) DK}

2,030.9 181.3 5,233.6  1,007.5 200,000 9510.8 3%2.6

163.7 1&..3; :

1.4 63.0 13.5
1.3 167.8 5L.0.

7.1 219.2 50.3 -
6.8 107.5 15.6

. ~ 50X1-HUM
20.7 %66.0 127.7 - :
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Although the fixed cepital assets ususlly constitute the primcipal entry
on the asset side of the balance sheet, the fixed cepital assets of these 33
S43s, as shown in the above table, were not emtered on the balance sheet at all.
These figures vere used only for statistical purposes. Moreover, the figurss e B 3
for fixed capital assets do not represent the true value of the imvestment, 2 4
which is probably 50-60 percent higher. The Soviets deliderately keep the fig- O :
ures for fixed capital assets low and do not enter them on the balance sheet, EE T A
to deceive the (DR finsncial authorities and to evade taxes. | The Walter S asiBOX1-HUM
Ulbricht Leuna Workse, for instence, hed fixed capital assets velued et 600 mil- .° R e )
lion Deutsche marks before the war., After the wer, and after the plant had been .. : )
about 60 pércent rebuilt, the fixed capital assete were valued at 280 million ,
Deutsche marks. However, this smount was not entered on the balance shaet and -
no taxes were pedd on it. It hes rot yet been decided whether the fixed capital S
agsets of these 33 former BiGe will mow be entersd oa the balance sheets and fet
whether they will benceforth have to pay income tex and business tax.

~50X1-HUM
The most difficult point in the negotiations between the GDR and the USSR CEEES N )
on the returnu of the remaining 33 SAJs was vhether the GDR whould have to pay i ‘ ‘
the USSR for investments mude in these enterprises by the Soviets Qaring their S
ownerahip of the properties. It was finally decidsd that the GDR should mot °
. bave to pay for thess imvestments. Actually, o cousiderable portion of these

investments wes originally paid for by the GDR. It paid 500 million Deutsche
marki tor such lavestments in 1951 es.lcme.:‘D o ' '

=-50X1-HUM
The 1liquid capital shown in the above tahle is Soviet capital. It was s
Y glveu to the SAGs by the Stete Bank @'osba.ng of the USSR thrcugh the GAB (Guau--
¥ aptee and Credit Bank), Berlin, at b percent interest.(l) ‘fhe GKB is really

the Berlin branch of the State Bank of the USSR.(2) No formal papers were
signed in the transaction.

The production figures in the table represent gross production in 1952 at
actual invoice values.

The profit figures in the "table represent average annual gross profits, '
which emount to ebout 20 percent. (In contrast, profits of the VEBs {people- ’
ownad enterprires) are not alluwed to exceed 6 percent.) 'The profits were pald
to the Soviet main sduinistration Erobe.bly to USIG (Admirdsiration of 3cviet

. Property in Germa.ny)]. The Soviets thus received a completely unrealistic pro-
t R it.

The old long-term credit shown in the tsble ves granted by the GKB at 4-5
percent interest /On an nnspecified dete/. All instailaiione vsd production
materials of the SAGu were pledgel es securitvy. In some cases, this loan was L.
not sufficient to guarantee uninterrupted prod » because the normal require- R ——
ments for cperating funds were underestimated. o 50X1-HUM

On 1C September 1953 and on the days immediately followi the GKB granted
‘huge credits /designated "long-term credits, new" in the table/ to the SAGs. -

Septembe jeveral SAGe. wh alily short | 50X1-HUM
Yet prior to 10 Sep r 1953, seve 8 were re . ——
of operating ctpital, were repeatedly refused loans 5 50X1-HUM
T The GEB asked the SAGe on and after 1C September 1953 to submit requests ¥ B
for the larpest possidble credits, even if thev did not need the monev. K 50X1-HUM

. All these requestis were processed and granted 28 & routine matter. Thus

‘ the comparatively small SAG "7 Oktober" Machine-Building Enterprise, Magdeburg,

received & eredit of 3.7 million Deutsche marks /3.8 million, according to the
table/. In gemersl, the credits_amount to abcut 50 percent of tbe annual turn-
over /not indicated in the table/. These credits have no time limit and they
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mey be cencsled on 6 momths' notice. However, this cancellation period is mean-
ingless; Tor the BAGs bad to give promissory notes with ap 8-dsy call period as
- eollateral for the loane. These naw long-term credite are secured by the entire !
eapitel sasets of each plant, »s well &s by all stockpiles of products and rav i
meterisls on hapd At esch. The GNB will retein possegsion of the aceounte re- 5
ceiveble of these 33 SAGe after their return to ODR ownership and will otherwise ‘.

[Tn unspecified vays] control their financial affairs. This shows that the exist-

ing control errengsments remain virtually mmmgnd.b i e

, I 50X1-HUM
The following dsbts (in millionm Deutsche merks) of the 3 R

_ 3 .80y 7111 tie these
enterprises &0 So¥iet control for the foreseeable future: . S :

Lo 014 long-term crgditg_" ; -3:.'9id_l§}f‘-
New ‘l\ofsg-‘“c'e;x;ﬁ cr‘e‘zviiiys. . L Ny e W1 6 .
o ‘j‘ ’Cépiﬁ.stogl; S : 7‘ ‘ ':iﬁl'. 3 .
. ’1‘0(&1. L 1’!:,33:,

il U There will probkably be nothing wore than & superficisl change-in the ¢rgun- SR _ .
I - -~ Tigation @nd ‘production. program of the SAGs after their return to GDR ownérship: =~ - i R
_. ‘ on 1 January 1954. At most, the term "reparations” [used for miny of their ship- . ... s ‘ N
ments/ will be replaced by the term "exports. 50X1-HUM

S The return of the 33 SAGs to GDR ownevship is & cunniug fraud. The naae
v SAG will merely be dropped and there will be som€ orgenizational chenges. The
. Soviet directors will remain in the plants only for a short time during the tran-
e sitinn period. However, even whough they are called "German" entorprises, these
. B 33 SAGs will continue to produce axclnsively for the Scvietr, and for practical
R purposes will remain in Soviet posseseion. The preciuction of these SAGs, vhich
! was Tormeriy shipped to the USSR and the Seviet Bloe as reparationg, will now be
h exported to these countries througa thz DTA (Intra-Geymsn and ¥Foreign Trade 2uter-

priee) | 50X1-HUM

Reparations shipments to the USSR will not cease altogetber. The agreemmt
on the return of the 33 SAGs to GDR ownership provides that backlogs in repera-
tions deliveries, which were originally caused by difficulties in the supply of
raw materiels or by 2 lack of production capacity, will have to be fulfilied
compietely, even after 1 January 1954. All vacklogs back to 1951 are includsd

C in this provision, apd wo payment will be mede by the BSR for these deliveries.
4”" b & result, the USSR has an opportunity to obscure for some time the real value
) of commodities which will be shipped from the GDR to the USSR. Furthermore, it

can add other orders to this backlog which were not originally & part of it. In
the second half of 1953, the Warnow Shipyard, Warnemuende, received a reparetions
ordﬁr for a floating power station, which it cannot deliver tefore the end of

1954 .

The exports, which are replacing reparations, will henceforth be supervised
- ] by an Office of Exports to the USSR, which is the name given to the former Office
W of the Reparations in November 1953. This office is entirely independent from
ministerial supervision. L’é'ther reports state that the Office of Exports to the
USSR \;ilﬁqumm authority of the MITI (Ministry of Foreign and Intra-German
ade ).

| Tt 18 ITocated ir the former Alr Ministry in
Berlin, Leipziger Strasse. The former Soviet director-generals of these 32 enter- 50X1-HUM
prises have not been recslled. They repmain &t their plants, wkere they nov adt
as ecceptance officers for these exports to the USSR. As. heretofore, they will
be. responsible for the delivery cr schedule of reparatiuns or export, commodities.
They will alsc continue to be resporsible for the plants’' continued ,.oduction
in accordance vith their production obligations. It will be essentially up to
them who will be appointeC to direct these enterprises.|:| 50X1-HUM
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v Before 1 Jamuary 1954, the USSR credited the GDR for reparations deliveries
2t 1938 prices, and alsc peid these prices for GDR exports. The Qifference be~
tween this omount amd the curremt imvoice value of the products [fn the case o o
reparations/ vas mede up from peyments by the GOR Office of Reparstions. Oply: .. o
a few of tBe enterprises are aware of this arrengement, in which DIA is also in- i : )
volved] | In 1953, the subsidies amounted to 73 percent of the invoice velus it s E
| - |the subsidies amounted to 75-80 percent of the luvoie i L 50X1-HUM
valu&j In 1552, these cubsidies amounied to more than 8CO millicn Deutsche marks.. wi' iin ' Cloo 5
Subsidy payments formerly mede for reparations production will henceforth be made, 7 S
" for the exporis to the #asR.{2) . The proceeds in clearing currency to the pluits
srom these exports will perhaps suffice to pay the woges and salsries of the work=
ers and employees enggged in producing the commodities. Bat 1t is doubtful if "
the Ministry of Finggee will be able tc make sufficicnt furds available to these
y"enterprises from tb;ie proceeds in clesring currency to pay for the materials ‘used
7 in. the goods. Such funds will probably heve 3o come from other budget . o .
Fha TR i G e e T B R T T 50X1-HUM
R Preparatoyy ploaning of 1954 productiox of the SHge was carried .on in these . 3
‘ plents ag in previcus years. The economic plan, the plent'c plan, and the finen=’ ’ ’- |
3 L e L cial plan ﬁo'r 195&{7 were drawn up in the seme wey as the plans:Tor 1953.  There. -
§ 00007 w11l lkewdse be no chenge in the methods @f production, OF in the preferential "

I 5 " X i

I “wllocation of meterials, which the SAGs have enjoyed neretofore.{2). The plgnne;:f- :

v o [1'959_7 production of thege 33 enterprises -- which will be about 10 -pereenti’ = ) SR
higher thsn in 1953 -- was es iehed by USIG, Berlin-Wels:snsee, in early Ceto-"" 7 7 e g -
ber 1953. | \ \ 50X1-HUM

‘ [ USIG movec from Berlin-Weissensce to perlin-Kerlshorst iv -
g8t 1953./ Accordiﬂf tc the mosi recent announcements, thic plan is to be com-

< pletely fulfilled. '
. 50X1-HUM
. , Tn eddition to the credits granted to tne 33 SAle on and after 10 Septexber bl
1 %3, lhere are tho following indications of continusd Soviet control of thess .
R antesprisest
- i, A new-type commercial enterprise is to ve founded, which will handle

their future exports. This commercial enterprise is to admirieter these enter-
rrises as a trust in the Soriet interest.

R s 2. TNew pupervicory ovgang will control these enterprises tc see that they
-t cbserve the contrectusl rgreemenis aictated by the Sovieis.

";"{ 4 3. These 33 former SAGs will not be svherdinaied 42 rectly to the compe-

] tert IJDR industrial minietries. Insteud, they will be controlled by speciel

. new state secretariats which are %o be creatsd within the cumpetert ministries.
Pl The seven former enterprises of the S&G A0 und the six Yormer enterprises ol

the SAG Trensmasch will be administered by e special state seeretariat in the

Ministry of Heavy Machine Building [_E:w part of the Ministry of Mechine Build-

ing/. At the same time, the following eight SAG groups will be dissolved: AMO,

- Transmesci, Mineraiduenger pera) fertilizer), Fotoplenks, Kautechuk (Buna), ;'-
. Brikett, Ksbel, and Marten '
50X1-HUM
In contrast to the 33 SAGa, which are to be veturned to GDR ownership on .
1 Jomuary 1954, the 66 SAGs which were returned %o the OUR in 1052 hare actu- TR

! ally become GDR-owned. Hawevnt, these enterprises hed completely worn-out
SR plants. The wear w3s such tiet, after their rsturn to GDR ownership, the plantis
i fulfilled their production plans on the average by oniy 50 percent. Moreover,
the GDR contracted to pay for the capital assets of thecse 66 8A0s to the USSR
over a period of T years. The totel smount which the GDR was soiag te pay
amounted to 800 million Deutsche marks. Howvevir, Ehe bhalance 03‘7 this debt -

has now been canceled.
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The director-gensrals of the 33 5AGs vere suddenly called to an extrs- . . )

créinsry conference at Xarlsborst on 23 and 2l septeshar 1953. [ﬂm purpoge .
of the meeting is not indicated, 50X1-HUM

comnection with the vericus means of exacting velues from the GIR,
the Tollowing should also be noted:/ In September 1953, several old palotings
of great vaiuve were stored in the UBIG puilding at Karlsborst. An "art expert
estimsted their value at sbout 200,000 Deutsche marks. Bub the actual vaiue 1
of these paintings by old mesters is said to be sbout 2 million Deutsche marks.
These paintings arve to be shipped to the B&st‘ﬁremmbly to the xxss_rg?’ .50X1-HUM
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