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This manuscript, the History of Special inds
Brench - washington, was received 11 August 1945 from
Lieutenent Colonel John W. Williams, its author. Ve ha
no time to check or review it either for form or conteni,

but simply file it for future reference.
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OFFICE OF STRATEGIC SERVICES
WASHINSTON 2¢, D. C.

10 Aagust 1945

VEMORANDUM

TO1: Dr. Congress Read
History Branch

FROM: JLt. Col. John W. Williems

SUBJECT 2 Special Funds Branch Histoly = Washington

1. 1t is with pleasure that I submit to the History Brench ebove
subjoct in time to meet the specified dead-line of 10 August 1945, Pleasd
note that this History of the Special Funds Branch = 0SS (now Special Funds
Division of the Finance Brench) covers the Washington Heedquarters from
1 Jsnuary 1942 %o 30 June 194b, a period of three end one half yeers. Like~-
wise, please be advised thet this History has been approved by Colonel W. Le
Rehr, former Chief Speciel Funds Brench, now Chief Finsnce Branche

2. The Bistory jteelf is in a loose jeaf binder which is included,
with the attachments, in & brown menile envelope. The_attachments sre too
1qggy§9‘glip in the binder itself. As per our sgreement, this History is to
be meintained intact, end every security angle considered in connection with
its safekeepinge. Much of_ﬁthggﬁggig};m§931§6Q§l¥_bequﬁﬁd ynder the suthority
of the Director, phié“B?Enéubsch;gl}yayrue_gf'the coverege "Disbursing-Offierr -
Foreign Exohange® commencing on page (34)e

%, Due to the difficulty in essembling and putting together all of
the materisl which is jneluded, it proved impossible to gstrike off a complete
copy of ssme. However, since it is our opinion that such & complete copy
should be availsble in our Special Funds Division Regzistry, it is hoped that
the History Brench cen have such & copy completed eni delivered to Room 303,
South Building, attention: Lte. Cole Williems. Likewise, ghould it prove
possible to do eo, @ complete copy of the History completed by Lt. Col.
‘Williems for NATOUSA (now MEDTO) for the yesr 1943, be struck off from the
nenusoript returned herewith snd slso forwarded to the Speciel Funds Division
for its Registry. We have no copy at this time of either the Washington
Fistory or the North Afriocen History which was completed at an earlier date.

1t. Colounel, AUS.

Enc.-Histories (3)
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SPECIAL FUNDS RRARCE HISTORY

0SS WASHINGTCN, D. C.

PREVACE §§CTION -1

General Statement
Pertaining To
The Usage of and (perations under
Special Funds

The Neture of Special Funds

Ao Generale.

Special or unvouchered funds are monies made aveilable @ -

Congress to the Office of Stretegic Services to be used for objects
a confidential nature and for which no voucher is submitted to the
Senerel Accounting (ffice.
Se he 1944-45 Approprietion ict.
“sx4For all expenses necessary to enehle the Office of
Strategic Services to carry out its functions and activities, **¥
857,000,000 »xx* Provided, That 327,000,000 of this appropriation

mey be expended without regard to the provisions of lew and regula-

tions relating to the expenditure of Govermment funds or the employment
of perscns in the government service, end £35,000,000 of such £37,000,000
nay be expended for objects of & confidential nature, such expenditures
to be accounted for solely on the certificete of the Director of the
office of Strategic Services and every such certifioete shell be deemed

e sufficient voucher for the amcunt therein certified." AXationsl Var

—

Apencies Appropriation Fill, 1645).

Ce jrectorts Certificcte.

The following is an extract {ron the certificete used on

vouchers, signed by the Director, end submitted Lo the Treesury Departmant
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to.secure reimbursement'for emounts disbursed from Specisl Funds.
®] certify that expenditures wers actually made in

ths emount on this voucher according to rsports in this offics
snd that it would be prejudicial to the public interests to
disclose the nsme of the recipients the dates and the names of
the pleces in which the expenditures were made. The expenditures
were made incident to collecting and enslyzing confidentisl
jinformation end data bearing upon the national security o' the
United States." |

D. Purpose of Special Funds.

Special Funds are to be used only in such instences where
the use of vouchered funds would divulge secret or confidential infora-
ation prejudicial to the public interest, and where the services or
materials necessary to the operations of 0SS could not be purchased with
vouchered funds, or acquired from the military or other govermment
services, for securitly resasons.

E. Ceneral Order #9.

Section 27 of General Order #9, effective Mey 26, 1944,
states: "The Special Funds Branch shall be responsible to the Director
for the custody, use of end accounting for special funds.”

Fe Recapitulation.

The Appropriation Act mekes the funds available and specifies
that the Director's certificate shall suffice in acéounting for expenditures.
The first sentence of the Director?'s certificeate states, in pert, that

the vouchser to the Treasury Department is based upon reports in the

Approved for Release: 2022/08/15 C00038955



Approved for Release: 2022/08/15 C00038955

) office of Strategic Services. This refers to reports submitted by
disbursin; agents or officers covering the expenditure of Special Funds.
The justification for Special Funds is solely one of security.
Thet ig, if ordinery government funds were used, confidentisl activities
of the (ffice of Strate;ic cervices could not be accomplished or, if
accomplished, the results would be of little cr no value.
seneral Urder #9 revised is the latest order which strtas tle

respensibility of the Special Funds Srench in connection with ¢ v2iel Punis.

—~
—
~ar

FORENWURD
The ~bove is the transcription of Section I, of the so called "3pe-~.cl

Funds Hible" end covers in as brief a form es is possible the method by #hice

special funds are mede evaileble, the limitations imposed thereon and usegre "o

(%]
[l

which they cex be put, end the certificstion used ir accounting for same,
General Statement, or "zible", from which the quotation is dravm, is includel
in full et the end of this Historye.

ceneral (rder &9 revised, jssued and effective 28 tecentrer 1944, re-

states in paragraph (15) "Special Funds Erench!, as follows: "The Special ruriis

LAy
AN

Franch shall be responsible to the Director forthe custody, use of and accuun
for Speciel Funds". The same General Order in perazraph (14) "Board of Review",
outlines tre duties of the uonrd, as follows:
"The Board of Review shall edvise the Director with
respect to the formulstion of policies for, and the direction of,
e11 (3S finances both in Tashington and in the Fieid. 1t shall
study, review end make recorriendations with respect to:
(1) a1l finnnecisl controls, records and accouniings, AS
moy deen NeCessary.

» (2) All proposed expenditures of unvouchered ©SS
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requiring the approval of the Director or Assistant
Director; and

(3) Such other matter pertaining to 0S® finances as the

Director mey approves.

The Roard of Review shall consist of three members, to be assisted

by the General Counse%;:/J

The object of this History is to trace the principsl activities and
events of the Erench which merch, like milestones, down the years from 1'&
inception in January 1942 to the present date, July 1945. It thus embr¢ .8
a span of (3) crowded years and (6) months, It will endeavor to enumerate
these activities, show the growth and expansion, and bring out the highlights
es they developed in chronological sequence. It will confine itself principelly
to the Branch Headquerters in Washington: only touching on the outside Theaters
and "Field" operations as they blend in, unavoidebly, with the Home Office.
Complete, detsiled history of the activities, successes, tribulations end
the Field Steffs themselves in all ouatside theaters ir which we operate, have ul-
ready been completed in some instances and in others ere in the process of com-
pletion at this time. They cen, of course, be included in one Spscial Funds
Brench volume with this Washington History should it te considered advisable
to do so. That decision is left to the Chief, Fistory Branch ae recommended
by the Director of the Office of Strategic Services.
INCEPTION CHRONCLOGY SECTION 11

Throughout the Spring eani Summer of 1941 (Peerl Harbor year) the

machinery setting up the Cffice of the Coordinetor of Information (fom which
085 evolved) ground steadily on its way toward activation under the personal

direction of Cclonel (now Major General) William J. Donoven. In that early
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stage his principal assistant was ¥r. (now Colonel AC) D. XK. E. Bruce. L8
of 11 July 1941, Z.C.Il. became, by order, &n officisl U. S. Governnent Agency,
and by the beginning of the year 1942 C.0.1. was an sccepted fact, operating under
the cover of an information "essembly and distribution” plant, staffed almost
entirely by civiliens end occupying the North, South and fdministration end
temporary .Jue Buildings located between E. Street and Constitution Avenue, 24th
and 25th Streets, N. W., in Washington. Its ectual re.son for existence, &nd
direct intent and purpose, was that of intelligence, both actual end ops .icnel,
but this was not in any way disclosed. On 13 June 1942 the Propegende De, ertroat
of C.0.I. was transferred to the, then, new 0ffice of Var Information, and thre
C.0.I. neme chanred to Office of Strategic Services.

ted *he original C.0.I. actually been the type of Governmen: Pureau it
professed to be, there would have been no necessity for the use of eny but
vouchered money to be accounted for through the Generel Accountinz Cffice by
the Fiscal end Finasnce Branch originally headed by Mr.Cscil ¥. Barnes. Bovever,
for the bulk of these secret ectivities and operations for the execution cof which
Co0.I., originally, ani 0SS eventually, was really orgenized, unvouchered or
"under cover™ morey had to be made available; wor such funds no accounting ves
necessary to the Zeneral Accounting Office, only to the Director and by him
to the Joint Chiefs of Staff under which body (SS operates end to whm it is
directly responsible., The original grant of £3,108,568,90 in unvouctered funds
came from the Fmergency Funds for the President, rational Defense. Vith this
grent wes ectiveted the Special *unds Brench of, at that time - C.0,I., now, ~
the (ffice of Stretegic Services,

FIRST YRAP-1942

1'r. (now Colonel AUS) %o L. Rehm reported for iuty to C.0.I. on

19 Jenusry 1942 =o set up the Special Funds Branch. From that dete until the
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present he has gerved, without broak, as jts Chief. On 9 March 1942
he obtained as his sssistant Mrs. Evelyn K. Hall and on 11 March 1942 Mr.
(aow Lt. Cole AUS) John W. Williams came to Tiashington as the third member
of the staff. At that time the Branch occupled (2) rooms on the ground floor
of Que Building end (1) safe and (1) file cabinet were its principal fixtures
(as it turned out, the (3) original members beceme npixkures” likewise).

A8 the year of 1942 advenced and the activities of Speciel Fuadx
Brench multiplied, the late Kr. Francis M. Barker, ¥r. Rolfe Kingsley, i
a secretary for Mrs. Hall were edded to the department. Later, toward tlo
close of 1942, Mr. Pmerson Bigelow reported jn to handle the Foreign Exchangc
Division, also ceme Mr. (now Captain ord.) Edward M. Lucas, Mre D. M. Dimond,
Mr. Edward Fay end Mrs. Eve Caswell. An additional room edjoining the
original (2), end a rooa across the corridor were then added to the Special
Funds Branch suite. In October 1942 Mr. tilliems and Mr. Kingsley were
loaned to the Africen Desk under SI and proceeded to West Africe for temporary
duty. The former returned to Washington at the end of the year but Mr.
Kingsley, now & Lieut. in the ﬁnrine Corg; remained with the SI Branch on
duty in Monrovia, Mr. Barker was disconnected from thé Special Funds Brench
to become Administrative Officer at approximately the same time. ¥r, Dimond,
as en Agent Cashier, essumed the work of Clearence Officer for SO accounts,
end Mr. Lucas organized the Accounting and Auditing Depertment with Mrs. Cagwall
in charge of the Bookkeeping Division under his direction, It is to be noted
that in the period of (1) year the Special Funds Branch had greatly increased
in personnel snd the first sub-divisions of the Branch were esteblished. How-
ever, it was not until the following year that any representatives for Special

O |

-
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Funds went out to the Field in the capacity of Special Funds Officers.

In those-early days, operating under the closk of C.0.1., almost
the entire personnel of the two principal operetional Br:nches ie: SO and
SI, were peid from Special Funds. Likewise & sizeable proportion of the
general overhead and the purchase of equipment, were defrayed from the
unvouchered appropriation. It was believed essentisl for sscurity reasons
that such be the case. As time pessed, however, end the orifinal (ffice of
the Coordinator of Information became the Office of Stretegic Services, it wes
decided thet certain members of the personnel snd other regular expensse . 114
be safely transferred to vouchered funds. Close cooperation was established
with the Finence and Fiscel Eranch and more and more of the financiel hurden
on Speciel Funds wes sllocated tc the vouchered department. lany sizeeble
purchgses which had already bezen contracted for under Special Funds were
taken over bty the Finance Pranch es "Confirming Orders". - In the late summer
of 1942 the Special Funds Brench materially assisted in the esteblishment
of the first training area located in laryland approximetely (22) miles from
Weshincton and, st thet time, knovn as fthe Farm". This eree vas under the
di;cction of Dr. {now Lt. Col. AUS) Kenneth Raker. At the termination of the
year, area "E" was likewise established with Special Funds as & larger and more
elementary training locstion.

In the surmmer of 1942 &n 0SS Branch Office was established at 630
Fifth Avenue in New York City with en additionsl "under cover" office further
devin tewm. 1t was decided to institute a telekrypton service betveen Teshinston
and Lew York end the Specinl Tunds Irench investipated this sropositzen thorow i1y
inst«ll the

\ N . . . . ey A T - +vh nEY
and wes instrumentel in hevin: the wegtern Unicn Telegreph Company
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syetem. All special equipment end many articles of regnlar equipment &s well,
bety for the Home Office and for the Field, were at this time placed on &
pria ity besis and often difficult to secure. The Special Funds Eranch worked
very closely with the priority officer and was successful in obteining needed !
guto~cbiles, a pgreat number of safes of a2ll varieties, special operetionnl
rejuirements, as well as regular office supplies, typevriters etc., through this
cocfer&tion. It is readily understood that the war demsnd for all such
"inpedamante” fer exceeded the gvailable sup;ly. Fron the sbove exasmples
jt is to be noted that the drewing of checks and accountins for expenditures
were lut a very small part of the Special Funds Lrench sctivities. our rrincipel
unveishered funds deposit was placed with the Rires Retioned Lank in YWashin-ten
in the neme of W. L. Rehm; ro psscciation with (SS wes 1in eny WAy involved, -
enc the same was, and still is, true of the two pdditione) accoants wWhich were
later estst:lished with the rankers Trust Corpany ond ¥pticnel City Benk in
vew York. As additicnel Agént Cashiers to X¥r. Rehm were sppointed, eimiler recounts
vere cpened in the names of these individuels. This same systen hes been edhered
to throuthout. As the Tirst year ended, the Iranch wes well esteblished end
orersting on definite, clearly defined lines.
2D YRAN-1943

Sizeable further increess in personnel, greatly accelerated tempo in
eclivities &8 a whole, and the esteblishment of the first overseas beses for the
French hichlighted the year of 1943, (8§ expended very repidly and Special Funds,
ge &n ecsential "service" organizatizn for 1l operaticns, pecessarily expended

with 1. Yew BS Franches veuse odded to the orisinal SC and SI end
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Foreign Theaters, small at first and then suddenly greatly enlarged, oamo
into existance outside the continental limits of the Uaited States, ¥z
With the establishment of each ne&w Branch and each new Field post, ceme
increased demand snd edded responsibility on the Special Funds staff. To
the initial spproprietion of approximately $3,100,000,00 granted for 1942-44
was added a second allocation in the amount of $9,734,511.07 for 1942-45,
This likewise came from the Emergency Fund for the President, gnd troaght
the total smount available for Special Funds to slightly less than thi .sen
million dollsrs.

Eerly in Jenusry the lete Mr. Charles J. Lennihan end Mr. R. George
White joined the staff. Additional secretaries and elerk stenographers were
gecurad for the various Special Funds departments, and enlisted men were
attached to the Accounting end Auditing ‘and the Foreign Exchenge staffs. 1In
March out to London flew Major (mow Lt. Colonel) Robsrt H. Alcorn to act 2s
both Executive and Special Funds officer for ETO. He was the first official
representative of the Branch to take over & Field post. Close behind him
wont ¥r. Edward Fay (now en Army Captain) to Gibraltar to act as guardian
and oustodien of the large gold reserve held on The Rock to meet 0SS require-
ments. Later in the swuusr the then 2nd Lt. Fay whc was commisaioned over-
gens, flew the thousands of Louis d'0Ors to Csiro and to Alglers eand he him-
self then transferred to England. In April Major (mow Lt. Colonel) John W.
Williems left by sea convoy for North Africa in chsrge of a detail of (28)
enlisted men for Services Branch. The following month, in May, Lt. (3g) J-
Holt Green (row missing in action in the Bglkans) left Washington for Cairc.
Thus, in the course of the first (6) months of 1843, Special Funds Branch

Offices were esteblished and operating in (3) important theaters, ie: ETO -
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London, MEDTO (then NAT(USA) - Algiers, and NETO (thsn VETO) - C;iro. under
Alcorn, ﬁilliais end Oreen, with & special representative, Fay, sitting on
his gold oa the British Rock, gazing wistfully geswarde

Spociel Funds Branch Sage was thus already in the making. In the Fall,
October to be exsct, 2nd Lt. David C. Crookett was eent out to help Major
Williems in Alglers since the Major's original sssistent, Lt. (jg) Henry R.
Forth, USHR, had besn trensferred shortly after his arrival to the 80 Branch
for speocial duty in the Bay of Neples, In November Lt. Green 1ikewizs was
trensferred to more advanced duty end in his plece ¥r. Thomas Fe Ble. wes
eppointed Special Funds officer in Cairo for the Middle (now Kear) Essi
Theatsre In October Mr. Gardnar = McPherson was dispatched to Lisbon, clesrad
by State Department as & clerk attached to the U.S. Exbassy, end in Dscember
¥r. Iver Olsen, under Treasury cover, went out for Spesoial Funds to Stockhelw.
By the close of the year, all of these Field Stations had enlerged their
gtaffs by either sssistants gent out from Washington or secured through
trensfers in the Theaters themselves.

Bafore the establishment of these officirl Spsciel Funds units in
foreign lends, end at other B;ses still not represerted by e Special Funds
officar, either the C. Q. in the theater, or & qualified individusl, ﬁ;;
ontrusted with the fumds, disbursed seme, end mainteined es complete records
and ecoountings es was possible under the cirsumstances. At that time it
was generally necessery for all thoze going out of the country to teke elithar
a gmall, or very sireable, smount of Special Funds with thems Numerous
individusl advances, scattered to the four corners of the esrth, were the
inev fteble result. When sdditional cash was nesded “outside™ it was generslly
trensferred via the State Department. As the verious Field Bases enlarged
in personuel snd in operations, the desired control and accountings for

Speciel Funds becems incressingly more difficult and complicated. In con-
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seguence, trainsd, official Special Funds Branch officars and assistents

Y

were dispatched from Weshington to ell theaters @s repidly as proved possitle.

pue to the increese in Financiel activities in the New York office, 'r. F. Ya

verrill assumed the duties of Special Funds Cfficer gt 630 Fifth Avenue in
April of 1943.

}/Probably the most important individuel develcprent which occurred in
Veshington in 1943 es far as the Speciel Funds Brench js concerned, wes the
pctivities of the Foreign Exchange Depertment. Throughout thosce (12) »onths
the demand for large supplies of the currency of our kllies, of neutr countries
end of our enemies, was a constant one. Mr. Emerson Figelow, vhose responsitility
it wes &s Fead of the Department, was especially fer sirhited in this connection

end astube in his forecast of future values end reguirerments,
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greatest demend was in the lediterranean Theater where Army operations wcre

proceeding very repidly, but ETO and the Middle East were likewise in t' merket.
The VEDTO history for 1943 discusses this subject from the Field angle ¢ .0 it
will be covered later in this Special Funds Branch Washington HEistory with th=
notes con the roreign Exchange Dcpartmcii;}

Another important development of the year wes the teckling of the
extrenely confused gnd moral@influencing problem of civilian per diems and living
and quarters allowances in the Field. The situation which Major Williems found
to exist in North Africa resulted in his reporting the matter to Washington
and requesting that a final and official decision be arrived at. Begun, then,
in the summer of 1943, the entire subject was cleared ap in the following .
year with the issuence of General Order 75-7 (and Supp. I) effective 20 August
1944 which stated that living and quarters allowences for 21l places as esteblished
by Bureau of the Budget, circular A-8,wou1d be accepted as standard for the office
of Strategic Services civilian personnel snd its regulations sdhered to in
every case, (nly on recommendation by the Board of Review and approvgl by
the Director, can exceptions be mede to the A-8 figures. Primerily, the reason
for the early confusion and misconception of this per diem matter was the

sending of civilians to the Field from Viashington on suthorized allowances

averaging ¢7.00 per day, not realizing that in almost all ceses these individuels

would be quertered and fed in their theaters without cost to them. luch spamn
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hurriedly crosséd many mess tables before the finel, and uounq,aolutiop

was reachcd to the almost universal satisfecticn of all concerned. It

was like#ise bafore the close of 1943 that the first decision was reached

to endeavor to use vouchered funds whensver possible in the Field es wall

a8 in Washington. Until that tims, for sscurity ressons, it was oonsidercd
neceseary to defray all expenses {rom Speoial Funds for all overhead,
including rentals, saleries, equipment, etc.’as well as for agents payrente
end for actual operations. Thie matter)discussed in Algiers with Col: ‘el
Charles Vsndsrblue by Mejor Williems, was called to the attention of 1:e
Dirsotor and on his recommendation referred to Washington for consideration
and action. It elso reached its culmination in 1944 when lsrge Fleld expeiiues
were transferred to vouchered funds eud, evantually/many of these charged to
Reverse Lend Lesse (Réciprocal Aid) whenever it was possible to do 80. By
the end of 1944 the Finance Branch likewise had its representatives in alwocet
81l theaters, and worked in close cooperation with the Speciel Funds Officers
in hendling the (2) separate types of funds made available to 0SS. An
sppreciable saving to the unvouchered approprietion has now resulted.

These two subjeots, ies the per diem or living and quarters allowances
matter, and the vouchsred funds veraus Special Funds question, are likewicze
covered in greater detail in the MEDTO History for 1943 which is in the
hands of the History Brenchs Although the final decision had to be reached
in Weshington, these are both essentially Field problems and therefore necd
be only touched upon lightly in this Washington History.

The new officers end enlisted men required fcr the various Theater
positions were secured with the assisteance of the Porsonnel Procursment
Brench in some cases but, espscially in connection with the officers, the

1W3Eee
Special Funds Erenc?/arrangod for their transfer to (SS from Army Fineacs.
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Colcnel Rehm personally went to the Army 0.C.S. School at Winston,Salem, and

later to Fort Renjemin Herrison, to interview and select those younz Lts. of the

desired calibre for our Branch. Colonel lorton, Arry Finance Officer, was most
cooperative and an exceptionally high class group of men were secured by this
means. For the treining of these officers and men it proved necessary to
esteblish a "school" under the direction of Captain Lucas in the Special Funds
Branch, Washington. Under the direct guidance of S/Sgt. Vernon Turner, these
men were thoroughly indoctrinated in all Speciel Funds Branch ectivitier and
procedures as well es in the systems used in accounting, bookkeeping, : 1thly
reports etc, -t is gratifying to note that, with very few exceptions, the
Speciel Funds Branch personnel in a1l thesters have bteen very highly comtendie!
end in numerous instances have been selected to handle cother positions, such
as Execuézvc Officer, Security Ofricer or Services ¢fficer, in eddition to
their regular Special Funds Brench work. £s a result of this exceptionsal
sebility on the part of certein of these officers, several were transferred iz
the Field snd thus lost to this French, end in other cases, the SSO reauestes
that they remain in their theaters even sfter our French sctivities would heve

permitted their transfer to a new poste

(d) 3RD YEAR-1944

As menbioned in the 1943 coverage, 1944 sew the final settlement
of such problems as the living and guarters allowsnce and the transfer of
nunerous sccounts, both in Vashington end in the Field, from Speciel Furds
to vouchered funds. The Foard of Review was estsblished end commenced

operations with Lt. Colonel vherles Sears s fhairmen snd Ceptein Milius
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Morgen U.S.N;R. and Mr. R, He I. Goddard on the stufft Likewige the ]
year was blessed (at least in the majority of cases) with many new
Goneral Orders pertaining to Special Funds cperations. These will bs !
discussed in the summary of this history end included as additions.
Additional new Branch Field Offices were set up in 1944 end sowme /
~ changes in the theaterds Special Funds Chisfs were sffected. In Jenuary
Vr. James ¥cMillan went to Madrid under State Dopartment cover, giniler
to that approved for Mr. MacPnerson in Lisbor. Captain Joseph D. (: 1
U.58.¥.C.R., flew to SEAC (Southesst Asia Cozmmand) in March to get up hie
Headquarters in Kendy while in the following month, April, Commander
Joseph F. leote U.8.N.R., moved out to Calcutta, and later to New Delhi,
to ac£ as Crief of the Branch in the, at that time, C & IB Theater. To
Istanbul in July was sent Army Ceptain John C, Young, in civilian clothes,
to handle the finances in Turkey under the direotion and control of the
Cgiro Officg, while in Céiro iteelf, in December, 2nd Lt. Nick J. Bteichen
took over as Chief for Mr. Thomas F. Bland who returned to Washington fer
& new assigmment. At this same time 2nd Lt. William Peratino was trans-
ferred from Cairo to Athens to be in charge of special Funds operations
in Gresce on a temporary sssigmment. Ensign Gunnar Mykland U.S.K.R.,
under the C & IB Theater of Commander Leete, in November bascame the 'Speciel
Funds Head in Kumning, the first Headgquarters for the Brench to be estab-
lighed in Chinsa. |
The only other new office opened in that year, was established
by Lt. (jg) Willianm Mackintosh U.S.N.R., who was gent to the Ssn Francigco
Headquerters. We then had two U. S. bases in operation besides here in

the Capit8l, one being in New York and the other in California. In

i
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addition to the éhiefs appointed to the outside theaters, the majority

of the Field staffs were augmented in all theaters by extra Officers, enliisted
personnel to serve &s assistants, and clerk stenographsers to hendle bookkeeping,
correspondencs, filing,” etc. MEDTO,ETO and FETO, all were sent meny sdditional
personnel during the year.

Just ag our Field Cffices were on the steady increase, £0, necegsarily,
was likewise the case in Washington. This required additional room and the
Erench, from its original location, was moved on four separate occasior In
1943 it was trensferred from the first floor of Que PBuilding to the secc:d
floor, and later up to the South Brilding. In 1944 it moved agein, this tire
to the North Building, while early in 1945 it proved necessary to again pack
up and this lest change was back again to the South Puilding, where it is
now located in & suite of (12) rooms of assorted sizes on the 3rd floore E&ch
of these moves resulted in alded space, gufficient for the moment, but required
a complete new floor plen arrangement, the physical transfer of all squipment,
snd the instaliation of new telephones, buzzers, etce. They proved to be man-
sized undertekings in every case but were completed with little interference
to operations and in fast timee.

Accompanied by Colonel S. C. Visssl, Chief 0SS Surgeon, Colonel
%. L. Rehm left Washirgton late in July on an extended inspection tour by eir
of all Special Funds Brench installations. He proceeded first to ETO and after
s brief stay in London picked up lt. Col. Robert Alccrn and flew on to Liston
for consultation with lNr. Gardner llacPherson end likewise with Mr. Jemes Melillen
who came down from Madrid to meet him. Their business finished in Portugel, the
Colonel and Lt. Col. Alcorn went on to North Africa end thence to Ttaly where

all VYEDTO bases were visited.
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Leaving Alcora at Caserta, Colonel Rehm's next stop was Cgiro and from there
on to India with stops at New Dslhi, Calcutta and at 101 (Kazira)e. He

next "hopped the hump" to Kumuing end on his return from Chine proceeded

to Ceylon snd visited the SEAC Headquarters at Kendy. His job finished,
Colonel Rehm mede the long flight across the Indian DOcean to Australias,

the South Pacific air route to the'ibrritory of Pawaii, on to Ssn Franclaco

.and, at long lest, acrossa the continent to Washingtom. Gone, in all,

approximately (3 1/2) months, Colonel Rehm was one of the comparativ:'-

few individuals who have circumnavigeted the globe entirely by air rou e
During the period of his ebsence from Washington on this most importsut
and successful inspection trip, Mr. R. H. I. Goddari served es Acting Chief
of the Special Funde Brench, besides giving & part of his time to the
Board of Review,

For the fiscel year ending June 30, 1944 Congrees appropriated
$21,000,000, for Special Funds, 0SS, of which the net allocation or
apportioument was £14,960,000. This was the first time that the unvouchered
funds were grsnted by Congress direct, having formerly, &s previously noted,
ocome from ths Emergency Fund for the President, National Dafense, The
221,000,000, sppropriation for Special Funds was not, of courss, the

03S Felk
total appropristion for al%ﬂqﬁ 1943-44, An edditional amount wes grented
for vouchered funds expenditures, to be clearsd in the usual manmer through
the Genersl Accounting Office in Washimgton. Under the existing regulations,
vouchered funds cen eveil themselves of, and be reimbursed by, Specisl
Furds, but the opposite is not the cese. In other words, Special Funds

car. neither borrow from, or be reimbursed by, cash appropriated for the

vouchered funds accountse
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“In order to meke as completely unifcrm as possible all the book=~
keeping and reporting systems used in the various theaters, ﬂ;ptain Lucas
with the assistance of Lte. Geer, "sweat out" e new formula to be used in all
Fields end conform to the Washington system. This was forwarded to £11l Special
Funds Chiefs with a letter of full instructions. It is as simplified and
fool-proof as possible and wes only completed éfter a great deal of effort.
At this time it has become the standard for all Eranches everywhere. Likewiss in
1944, the need for Traveling Auditors for the Special Funds Eranch wer re=cogrized
and a drag-net put out to locete and secure competent cfficers or civii ns
to teke on this work. The following year saw these mer off to cover the
tediterrsneen end Furopeen Theaters end also the Far East.

The Special Funds Eranch files beceme necessarily so voluminous
in size and complicated from the standpoint of efficient handling thet &
registry for all materizl, with its own staff, wes found to be essentiel and
was set up in March under the direction of !rs. Dorothy Ying in & separate
room adjacent tc the front office. It immediately proved its value and btore
out the belief that a master file was indispensable. TDefore this, neny filee
were kept by the individusl departments and certsin records, in nAany ceses,
were at tines heard to locate.

Yhen tre Tth Army under Genersl Patch inveded Southern Frence
in October 1944, 2nd Lt. Peter Sichel, frem the Alriers staff, eccom-~
penied the (S¢ unit as Special Funds officer, teking with him Sgt.
Poyant as essistant. &t this same time severel new beses were esteblished
in Itrlv &nd Special Furnls personnel were loceted in Fari, Irindisi,

Siena and *lorence, besides ot the Caserta ieesdcuarters. Additionel
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officers snd men were sent out to Ceptein Crockett for this purpose end

likewise (3) officers wore shipped to Lt. Cole. Alcorn for future operations

in France. The Special Funds operations on the coast of North Africa ware

closed out before the end of the year. All activities and the benk account

in Algiers were congummated, the Tunis base was transferred under the
jurisdiction of Cairo, while Oran end Casi;ﬁlanoa were digsssociated from
MEDTO end commenced reporting direct to Washington. However, the SI-Africe
ectivities increased ané?égt. Joseph George, in from Istsnbul, wes lc d

to SI by Special Funds to hendle these books and kezp the finsncial records

under controle ‘J

L=

The year 1944 unquestionebly found 0SS at the peek of its activitircs
end the Special Funds Branch "hit the heights®™ with it. The orders were
for full speed shead for all Branches as the Allies closed in on Germeny
for the kill which was, at long last, in actual view, ETO end MEDTO had
very large staffs at the ond of the year while FETO, both China and India-
Burma, %u;'erpanding rapidly. Special Funds activities were of considereble
megnitude in these (3) theaters end also, although to a more limited degree,
the same was the case with Cairo and the numerous bases in the neutral
countries. The New York and San Frencisco Offices, likewise, were more
active then had previously been the case, Since, of course, the Eumpesn
war officially euded on 8 May the following year, it is doubtful if 0SS cen
ever experience a year of greater activity than featured 1944, In the
Washington Cffice it wes & full (6) day week, every week, with only the

briefest of vacstions taken by Special Funds Brench personnel.

1

3 N

s,
ook
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4Ti YEAR-1945 (5 140, PERICD)

Tre appropriation from Congress of Special Funds for the year
ending 30 June 1945 was $35,000,000 of which $14,000,000 later was with=
drawn. Of this balance of :21,00G,000 the epportionment requested was
319,000,000 and the sctual net alloceirion was 215,996,356.,00., A8 of
this date, 30 June 1945, the new appropriation for Snecial Funds by Congress
fér the year which lies shead and will terminete &s of 30 June 1946 is 210,029,000
a very sizeable reduction from the two previous appropriation;. fut, * the
House Cormittee points out, the Germen wer is ended, V-E Day hes come ¢ i1
gone and our operations in the Pacific will not, in the opinion of Congress,
be £s extensive as were those in Europs. S0 & condensing of our physical
coverage, & very sizeable reduction in pergonnel, end a more strict control
over Special Funds in general must, unavoidably, be the case. Just what
the 0SS picturs will look like on 1 July 1946, is difficult to forecast
at this time; the sends must run their course through the glesse

puring the first (6) months of 1945 additional Special Funds
personnel were sent to Chine and to Indie-Furma but no new members wers
needed in YEDIO and just one jndividual, Y¥r. Ned E. Ball, was sent to
¥TQ. However, some chenges Wwere made in the neutrel countries. Ire
Bland, formerly of Cairo, went to Bern to relieve L'T. tracPherson who
had teken over the work in Switzerland on & temporary basise Mre
¥ecPherson rezurned to his home base Lisbon, then moved tc ETC to
prepere for his new position as head of the Special Funds unit sssigned
to Sermeny. Since 1942 the funds in Fern had been hendled by Vr. Dyer

vho hed teen an acting Specitl Funds Pranch (fficer elong with his
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other dutiea; Mr. Paul Harris assistant to Mre YecFherson, took over
es Chief in Lisbon. Nr. Iver Olsen, after a trip to the Stetes, returned
to Stockholm to carry on until & Special Funds Officer could be sent
out to relieve him, Captain Young gtayed on in Istanbul snd Mr. McMillen
remained at his Madrid poste

In addition to Mr. Merrill, Agent Cashier in +the New York Office,
there were (5) Agent Cashiers in Washington in 1945, Colonel W. Le EKehumn,
Chief Finance Branch, Mre. De M. Dimond, Chief Special Funds Division, 'y
Emsrson Bigelow, head of the Foreign Fxchenge Department, Mre Re G Fhile
for SI, end ¥re D. Po Eartshorne for Commuﬁications, Sscurity, etce. Mr.
Dimond handled SO, M0, etc. These Agent Ceshiers processed their vouchers
through the Tresasury, maintained bank accounts in their individual nsmes,
and trangferrad funds to the various theaters for al)l Field requirements,
as well &8 handling the reguler United States expenses under their
Jurisdictior. Through their hands and benk eccounts passed the millione
of dollsrs made available to, and used by, the Special Funds Branch of
0SS, |

Under date of 11 Mey 1946 was issued General Order #9 Bupp. 38
This esteblished & Finance Branch under the jurisdiction of the Deputy
Director-Administrative Services. This combined the original Special
Funds Branch and Finesnce Branch under one control, Colonel W, L. Rehm
was appointsd Chief of the new Finence Branch and he ?n turn, with Mr.
Louis Reem, designated Mr. Dimond as Chief for the Speciel Funds Division
and Lt. Kenneth Woodring;{i:!rbhicf -of the Fiscal Division which he had headed
when it was called the Finance Branch. The original Special Funds Branch
had been placed under the direction of Services then, in 1944, became

an independent Brench in which cepacity it remained until the new Finance
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Eranch was estabiished by the General COrder in Naye.

This amelgemation necessitated the appointments of & Field Chief
to head both Special Funds Division and the Fiscel Division in all Theaters.
The appointment was left to the SSO in each case when & base had such repre-
sentetion; in other cases the appointment was made by Washington. In the
mqjority of cases a former Special Funds RBranch Officer was placed in Cherge
since the Special Funds operations in the Field usually exceeded those of the
Fiscal Division and meintained & considerably larger steffs The combine of
thess two monetary departments appears to be & sound move and should result
in more close cooperaticn under & single head than veas formerly the case.

SFECTAL FUNDS ERLICH DEPQ?THENTS §§9T10N 111

¥her the new rinance Ereach was established there existed under
the forumer Special Funds Pranch, now Speciel Funds Division, the following
units or departments:
1. Front Office of the Chief, finence Branch.
2, Disbursing Officer - operational Branches.
3, Disbursing Officer - Intelligence Eranches.

4. Disbursing Officer - Miscellaneous Branches.

5, Disbursing Officer Foreign Exchenge.

6. Accounting and Auditinge
(a) Payroll Section
(b) Accounting Section
Te legal Advisor
8. Personnel Officer
9. Registry

10. Field Liamison Oofficer

11, Field Auditors
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(NOTE - A compleée roster of the entire staff in each of the sbove Departments
as of 30 June 1945 will be found later in this History under "Personnel"
heading).

All Depertments will be covered individuelly and as fer es it is
possible to do so, the meterial used will be in the form submitted by the
Depertment Head or by his essistants. In this manner, the point cf view and
departmentel engle should be better and more thoroughly covered end more
personeally expressed then could otherwise be the case, Where the date
gupplied to the Historien "in the rough™ so to speek, end not in a finishad
form, then an effort will be made to compilc said data in & readable forme

In those ceses where exact quotations are used in the following Department

write-ups, quotetion marks will be used snd the neme of the Department Historiarn

- will be given.

FRONT CFFICE CF THE CHIEF

"When I reported for duty 19 Jemuary 1942, D. X. E. Bruce (now Colonel)

was just starting SeI. and Lt. Col. Robert Solborg, S.0. Both were to be
secret organizations, hence would require funvouchered™ moneys I was to handle
the "unvouchered" money for both SeI. and S.0.

®"Heving come into the orgenization through Col. Bruce, 1 was, for
several years, identified more closely with S5.I. and wes more femiliar with
its development, From the beginning, it was understood by every one that S.I.
was to be a "secret™ organization, and according to ths way older governments
had developed intelligence, "secrecy” was all importent. We were at War, the

enemy, Germany, had devaioped & large espionage system, which would try to know

about this development to follow it or destroy ift, hence "secrecy" was ebsolutely

necessary. Everything that was done at the beginning was considered and initiated
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with "secrecy" or "security" in mind.

n2]11 procedures estsblished in Special Funds had "security” es first
consideration, It wus only by means of this "unvouchsred" money that the members -
of the organization could be kept off government payrolls, and expenditures
made, which could not be or should not be described in regulnr gfovernment vouchers.
It was all importesnt thet secret agents be not identified witn this orisaizetion,
Ls e consequence, it was understood at the beginning that the only mon:- 1sed
by S.1. &nd S.D, was to be #unvouchered”.

" At my errivel, Lester frmour appeared the same morning. Waller Bocth
hed been with 7.0.I. for & short while but I did not see him until leter on.
1rs. Clera Clements as Eruce's secretary completed the S.1. or-mnization.

" 1t, Col. Solborg in S.U. had Frank Canfield and iss Vigters e&s his
staff. GSoth organizetions grew quickly from this time on.

Wy gppointment as Agent Cashier, was arranred by Cecil Barzes, then
Chief, Pudzet and Finance. 1 ovtained my tond from the Partford Accident,
indernity Company. The Treasury epproved my appointment, and ujyon receiving
my first check, opened & personsl account with the Riggs letional Hank. Sub-
sequently, I opened sinmilar accounts with the Bankers Trust Compeny of Xew York
and the Keticral City Benk of lew York,

Wiie mccounting system 1 started followed instructions received from
the Treasury lepartment. This was & simple set of sccounts, designed, I believe,
for unvouclered money, recording each procedure from tlo igitiaticn ol a voucher,
to the cesking of e Treasury check allowin: for expenditures, or au expense
pccount, and edvances to subordinate arent-cashiers., ror securit,, I opened

two other tooks in which were entered all transactions with "erents™. Iote:s
e )
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from the Magent™ journal were trensferred to the mein set of books which
made possible & record without divulging the names of the agenis. Yor
security, pseudonymous for apents were used for some time, until this
procedure became too complicated. This sccounting system proved inadequate
in a short time, as our trensactions grew and beceme more compliceted and
the successive improvements in the accounting system, with the help of
james D, ¥ilier, will be recounted in this history.
n Soon after starting my work, 1 learned of vallace B. Phillij:
and subsequertly met hime FPhillips, I understood, hed started & smal:
intelligence orgenizetion for the Navy, at 1éast he was using some N&avy
Funds. Eventually it was decided trat &ll of Phillip's work be turned
over to Colonel Bruce to become & part of Sele This was done and I was
given the names of Phillips' egents, together with <he contracts. I was
also given the money Phillips hed on hand when he finally left, which was
more than enough to settle accounts with his agents, which tock some time
to do, 81l cases not being settled as of that date.
" An office in New York for S.I. was esteblished by Allen Dulles
eerly in Fetruery of 1942. 1 edvanced Dulles 25,000,010 oitol Wi, ORI L
in Merch, George Bowden was mede a subordinete agent-cashier. In ¥erch Ven
R. Felgsey opened enother smell office from which he recruited agents for
S.1. As he had small expenditures, I too made him & subordinate agent-cashiers
In Februery I was euthorized to make money aveilable to Foreign Xationalities
so 1 appointed Fo I Rownan sutordinste agent-ceshier.
" For S.0., I originelly mede lajor Gerlanc Ee. ¥%illiems subordinate
apent-cehsier and later when Colenel noodfellow succeeded Colcnel Solborg,
tiisgs Fllen Lockery assumed this responsibility. FY April of 1942 toth
Sele and S.C. were éxpanding their organizations repidly. 1 continued hendling
wE)
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8ll of Se.l. payménts nysclf, leaving all of the S.C. transsctions to Miss
Dockery until D. M. Dimond joined Speciel Funds to be hgent-Cashier for
61l of the Cperational Eranches.

#In February 1942, Ellery liuntington joined C.CeI. to start the
Security Department for S.l. end S.0. Kenneth Baker in March began organizing
the first egente’ schooi near Clinton, Marylend. 211 of these operations
re;uircd meney, all were s=cret aétivitics, so could only use unvoucherel
money. Agents were being employed as well as steff members for Washiri 1.

np11 of these activities developed problems concerning which ne e
red hed eny experience. Even to discuss them with peoole outside of S.l. or
S.0. was unwise because the individuals or activities were not to be knovr.

Ls @ conseguencs, we used our best judgment assuming that our first respon-
éibility wes to essure Generel Donoven that the money entrusted to me was
spent for the proper pctivities of C.0.,I. Sometimes particulerly difficult
prceblens aroses

"Some of the first egents sent out by S.I. wert under State Department
vcover®. It wes also necessary for S.I. to use in many countries the commun-
jcation facilities of the Stete Departments For sgents under "State" cover
we devised various methods of salary HEXHEXEXY peyments in order not to disclcse
these men 8s C.0.I. To reimburse the State Department for cable charges, lr.
%. E. deCourcy, Assistent to G. Howland Shaw, esked me to make & specisnl
deposit with them out of which these C.0.I. charges could be defreyed. This
deposit 1 established end replenished several times. '

W por each new step that the organizetim took, it seemed thet we could
never hendle the finsncial and cccounting details as we would have wished., Yer
instence, the first missions to Portugal and Spein presented & number of

problems. Bcth countries.being neutral, it was not sasy to et epents in, snd
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not easy to finance them once they were jn. After all sgents had become

established end I realized the money being spent was larger than I hed enti-

cipated I wanted to se

however, that it was e

nd scmeone to act as tho financial man. 1 was told,

o diffioult finding "covers" for men that we could

not afford one for & man to act solely &g & Special Funds representative.

*The {irst mis

sion to North Africa, following the invasion, was

undertaken with so much uncertainty as to the number of personnsl that would

bs accepted, we had to
that responsibility.

so fast that, without

give money to all of the of ficers, none of whai vanted
Then, as it heppened, our work and orgenization & 'elopod

a surplus of Officers to draw from, I found it dif{icult

to kesp up with the demands for Special Funds persornel,”

The above sta

tement covering the activation ol the original Special

funds Branch snd its growth wae prepered for the History by Colonel W. L. Rela,

preasent Chief, Finance
the entire period of C

hes served as Chief As

Branch, snd original Chief, Special Funds, Throughout
olonel Rehm's direction of the Branch Mrs. Evelyn K. Hell

gistant and proved herself indispenseble to the Front

offices It is to be noted that Colonel Eghm puts partioular emphasis on the

fgecurity” angls in co

Branch operations. Th

nnection with the large part it played in all of the

is was especially “rue during the firet two years of

Cu0uTe and CeSe5. @ctivitiess Practically no development or contemplated

mission was originslly

in the "secret" catego

instigated which did not belong, without qualification,

ry. Thus unvouchered, or Specisl Funds, formed the

platform, or base, upon which the growth and development of the Bureau rested

during, a large part of the period covered by Colonel Fehm in his statement.

DISBURSING OFFICER=OPERATIONAL BRANCHES

This Departme

nt is under the control of Mr. D. M. Dimond who, in

Mey 1945, was likewise appointed by Colonsl Rehm as Chief of the Special Funds
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Division, Fin&pce Branche Mre. Vimond thus occupies the ssme position for

unvouchered funds as does Lt. loodring, USNR for the Fiscal Division or
vouchered funds.
On October 5, 1942, Mr. Dimond reported for duty with 0SS and on
27 December 1343 Mr. Roger Simpscr wes trensferred from the War Department
to 0SS to act as his essistant. Om 27 November 1944 Nr. Roby Reaid replaced
l'r. Simpson since the latter wes transferred to the M0 Branch. Nrse Ferne
Losby is the clerk-steno for this Department.
hs Agent Cashier for the SSO group (operations) Wr, Dimondts pertment

is responsible for all Special Funds operations for the following Brenches:

Secret Operations Operational Group
Yorel Operetions Special Projects
Yaritime Unit Field Experimental Unit

Besides the usual activities in connection with the S8C group,
¥r. Dimond has also been in charge of the special Thai operations in the
Far Fast Theater.

DISFURSING OFFICER-INTELLIGERCE RRANCHES

The following is quoted from stetement presented by Mr. . G, White,
Yepd of abovs Department:

"1 reported for duty with the Special Funds Eranch (S5 on 2 January
1943, After two weeks at Area "E" 1 returned and wes given the job of
determining the emount of galary psid to employees on the Special Funds
peyrol) during the celendar yesr 1942, so that Internal R,venue Bureau forms
1099 could te prepared for each erployee. This preved difficult as the 1942
salary payments were not posted to individuals pay cerds ond it wis necessary to
compute the smount received by each employee by referring to peyroll date cnrds,

payrolls, etc.
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“feginning in 1943 individual cards were prepared for each employee
showins the salery, E¢O«D. date, and all pertinent in“ormetion. On the reverse
side of these cards each salary rayment wes posted, showing the gross, over-
time, totel salery, tex withheld, emount withheld for purchase of war bonds,
etce At the end of the year it wes simple to compute the total salar, paid
and the total income tax withheld by adding the emount posted in the ry rop-
riate column.

nThe metter of security in reporting the amounts of selaries paid
to employees paid from Special Funds wes teken up with the Internal Revenue
turesu end permission wegs grented by seid bureau to éisregard the provisiorns
on the income tax lew requiring that such payments be reported on certain
forms prescrited for such purpose, but that & record would be kept in this
franch sc that after the war it would be possible to furnish the Internsal
Revenue Iuresu with such informetion. It was egreed that we would prepare
en Internal Revenue Buresu Tnformetion Form 1099 in duplicate indicating
the employer as "U. S. sovernment" showing the totel salery peid to eech
employee. O(ne copy of this form was to be attached to the income tax return
of the employee end one copy Weag reteined in our filss for the inspection
of the Internal Revenue Furesau, if and when such inspection wes requested.
7c date they neve not been inspected. The income tax returns then could,
if the employee wished, be filed in Colonel Rehm's office in & sealed
envelope. These envelopes would then be delivered to a designated individusl
in the Internsl Wevenue Bureeu who would be the only person that woild know

of the connaction with 0SSe
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" The above method of having income tex returns filed in Colonel Hehm's
off'ice was not used in 1943 and 1944 as it was not deemed necessary to preserve
security. Also the withholding tax went into effect in 1943 and it wes decided
thet a record of the amount of tex withheld would heve to be filed with the
Internal Revenue Luresu so that the employees would te properly creditrl.
hccordingly it was decided, with the approval of the Security fiicer o3
the Internal Revenue Rureau, to file information returms, form W~-2, wi. . the
Internal Revenue Bureau covering each employee, showing the total salery paid
and total tax withheld, bui would indicate the employer as Us S. Govermient.
These forms were filed with ¥r. Perry Sherwood an official of the Internel
Revenue Fureau who was the only person in the Eureau who knew they covered
0SS employees. The tax withheld wes peid out to the Internal Revenue Burea:
in accordance ¥ith the repulations of the Internal Revenue Bureav.

n 2r, Charles J. Lennihan Jr. entered on duty with the Special Funds
“rench & few days after I did and we attended Area "' together. T, Lennihun
wes appointed en Agent Cashier by the Director and Colonel Reim made him
responsible for payments in connection with the Intelligence Branches, which
at that time ccnsisted of SI, R & A and Foreign Netionalities. SI was the rmly
one of these trree Franches et that time thet used Special Funds to any great
degree. l'r. Lennihan asked Colonel Rghm if I could work with him es an

assistant and Colonel Relm gave his consent so that I became frmiliar with the
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work of financiné the Intelligence Brenches from the beginning of nmy connections
with 0SS.

W Since the job &s Nr. Lennihan's Assistent did not take up all of my
time, Colonsl Rehm esked me to assist Ceptain Iycas in preparing monthly
statements. In the summer of 1943 after the departure of Mejor Williams for
Algiers, Lt. (je) Holt Green for Ceiro end Captain Alcorn for London, &1l as
Special Funds Officers, Colonel Rehm ssked me to act as liaison witl. ther=
officers end amy others to be sent out. Beginning in the Spring of 194 11
the Branches began sending people to the Field and before long we found that
in order to keep the payroll records straight, with regard to overseas paymen'E,
etcs, it would be necessary to devise some form to be completed by the employes
before leaving Z“or his foreign assigmment showing the disposition of his salary
payments, living allowance or per diem, emount of travel advance, etc. " This
"need" resulted in the overseas date sheet, which is still in use. 4 copy of
this sheet after it is completed ty the employes is sent o Yha S,scizl Faands
Officer £ Nis 11?quabiox in meking salary payments.

7 At this time the question of the amount of per diem or living allowance
to be paid was very troublesomes There were no regulations to be followed end
often the desk man in the Branch, who usually did the recruiting, would contreact
with the prospective employee to pay him & certain per diem. Some employees
were promised & &7.00 per diem, some $10.00, end some other amounts. It soon
beceme evident that an overall policy would have to be estsblished, tut it
wes not until 1 July 1944, after the estoblishment of the Boerd of Review, trat
g policy regarding per diems end living allowances wes definitely esteblished

for employees paid from Special Fundse The confusion meanwhile was very grent,

F 7
I
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For instence; in Algiers the Strategic Services officer, Colonel Glevin,
ordered no per diems would be paid after 31 January 1844. You can imagine the
outcry from employees who had been promised §7.00 per diem; London patd 36,00
to all the male employees and paid the women & living allowance based on Dursau
of the Budget Circular £-8, the same as vouchered funds employees; this resulted
in.some mele employess paid from Special Funds receivirg less living sllowenrce
then they would neve under standard govermment regulations and others . -ieiving
more. Cairo paid living allowances in accordance with Bureau of the budget
Circular A-8, which in some cases was less thaﬁ the employee hed been promieai
by his desk YHead; Madrid paid various emounts and often peid all living experises
to an employee who was also receiving per diem from the Washington (ffice. ‘e
are still trying to straighten out tangles resulting from the lack of & defirite
per diem policy. Since General Crder 75-7 was issued on 16 August 1944, all
per diems and living allowences both in the case of Speciel Funds employees &nd
Vouchered Funds employees are to be peaid in accordance with stendard governuent
regulations.

nNr. Lénnihan's health was not good and he was away in the Spring of
1943 for two weeks and in August he was advised by his Doctor to go away the
entire month of September. At this time Colonel Rehm was abroad and Yr.
Goddard was Acting Chief of Special Funds Branch. At ¥r. Lennihen's suggestion
Mr. Goddard esked me if I would be willing to become an Ag?nt Cashier so that
I could teke over Mr. Lennihen's work. I reluctently egreed and have been &rn
Agent Cashier ever since and have made a majority of the payments fcr the

Intelligence Branches since that time. Eeginning in the Spring of 1944 r.
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Lennihan“spent most of his time on special projects such as F.M., George Ofrice,
CeRe #1, etc. which were not being followed very closely by anyocne at that time.
ne received orders direct from General LUonovan on these matters end made a
number of trips to §ew York in connection therewith. As & result I carried
the load on the day to day payments. I also took care of the correspondence
with the Special Funds Officers in the Field in connectiocn with salary wmatters,
etc., and up until Xr. Hartshorne's eppointment 1 XXXX talked with all -erscns
going abroad paid from Special Funds, other then personnel going out I¢ - ST, Ao
and other Brenches hendled by lr. “imond. Xr. Lennihan always signed the reyrell
checks for the Intelligence Franches until he left for good when this job wur
taken over by Mr. Hartshorne, lr. Lennihen left the end of Aurust, 1944, to
go on leave for a month and never returned to active duty for more then a week
at 8 time efter that date. Ie was hospitelized in bctober 1944 and died in the
Spring of 1845,

"uring the time I wes employed in the Special Funds Eranch, ie from
1 January 1942 to date, we have mede great strides in tightening controls,
securing btetter sccountings for advances etc. Then I first became an Agent
Cashier there were no orders to follew with regard to proper approvels for
payments, the type of expenditures allowed, etc. Gradually orders evolved
such as General Order #14 end the orders written ty the Fcard of Review which
now define prectically all types of payments allowed from Special Funds. It
is much essier and more economical to operate, in my opinién, since we trave
TXKEX these ordsrs to follow."

Mr. Thite's Department services the following Bremches:

5.1, X-2 CeDo R&A
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DISBURSING OFFICER-MISCELLANEOUS BRANCHES

Mr. Douglas R. Hartshorne, who handles this Dgpartment, came to 0SS
z July 1944 so has been with the Special Funds Branch for just one year at
thie time. The Branches which come under his jurisdiction, end whose finencial

effairs he handles, are as follows:

Communications . Registry

Field Photo Schools & Training

0SS Theater Office Security Office
Medical Services Services

Presentation Procurement and Supply
R&D Reproduction

Special Relations Civilian Personnel

Socn aefter Mr. Hertshornes! arrival Colonel Rehm departed on an
extended air tour to inspect all Field Offices and ¥r. Re He Ie Goddard
became acting Chief for the Branch. Conagquently, ¥r. Hartshorne took over
the duties originally essigned to MNr. Goddarde. In October 1944, Mr. Charles
Lermihan being unwell, he likewise took over the signing of the payroll for
SI, X-2, CD end R&A and still performs that function. When it was decided thet
0SS would be represented at the San Frencisco Conference in April 1945, the
Finance operations as far as Special Funds were concerned, were placed under
Mre Hertshornest jurisdictione

DISBURSING CFFICER-FOREIGN EXCHANGE

Due to the fact that the Cnief of the Departaent, Mre BEmerson Bigelow,
was ebsent from his office because of illness soonr after he comnenced work on
this part of the History, the coverage for Foreign Exchenge is not as complete
as would otherwise have been the case, However, the date that follows wes
finished either by Mr. Bigelow himself or by his Zirst assistant 2nd Lt. John

Scheefer. The material submitted by Lt. Schaefer has been carefully read snd

edited, however, by Nre Bigelow. So much could be written on the Foreign Xxchenge
e
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subject that, if all were to be included, it would actually be & complete
History in itself. However, 1t is believed that the following coverege supplied
by Mr. Bigelow and his Lte will serve to present sas complete o picture BX of
the operetions under this Department &s is possible under the limited time and
space available.

“The Foreizn Exchange Division of the Special Funds Branch of 0SS ves
activated when its Chief, Kr. Emerson Bigelow, reported for duty on 1° August
1942. Because of Mr. Bigelow's experience along similer lines in Wi .. Ver 1
and more expecielly on account of his more recent work with certein nitel
States Govermment Agencies and Departments, he was sesigned the task of
organizing the Foreign Exchange Department. He hed spent approximately
twenty years between World War I and Vorld War 1I in foreign exchange activities,
a part of this time jn South Americe, and upon his sssignment to 0SS it be-
came his duty to not only transfer that portion of the secret United States
funds abroed which were necessary to meintain OSS intelligence and other
special operstions but also to provide for certain extra foreign balances
in certsin areas in such & manner &s not to, so far as possible, disclose the
fact that the United States Goverrment had sizeable cash deposits in these
aress.

The following wes submitted by Lte Scheefer:

"rhe first to enter the Foreign Exchenge Department of Special Funds
to aid its Chief, Nr. Bmerson Bigelow, was lrs8. klice B. Swieney who began
on 12 Cctober 1942, coming to 0SS from the Department of the Tntsrior. lter
duties were first as general essistant, secretary, and receptionist for e

Bigelow, but as time went on and the Department grew ghe agsumed many important
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responsibilities. Mrs. Sweeney took charge of ¥re. Bigelow's Agent Cashler
bank account, having charge of receipts and disbursements, initieting and
- preparing necessary requisitions for reimbursement of funds, and maintaining
ledgers required by the U. 5. Treasury in connection therewith. Mrs. Sweensy
handleq the buying and selling of more then (60) foreign currencies to 0SS
personnsl and maintains the necessary records &s well as having charge of the
. inventory of the various currencies of this office. Mrs. Sweenay also briefs
end peraphreses various intercept material for forwarding ﬁo other depertments
of the govermment, She is femilisr with all transeotions of the ofrice, and
in Mr. Bigelows absence has acted for him.'
"yr. Bigelow and Mrs. Sweeney carried the work of the Department
from October 1942 until 25 Januery 1944 when Pvt. John H. Schaefer entered the
Department from the QNC aﬁ Camp lee, Virginie, Pvt, Schgefer was given the
tasks of handling Mr. Bigelow's files, the accounting for funds sent to
and between foreign offices, the mainteining of ths gold records, preparing
the"™LR Report", the assisting in the purchasss eni sales of forelgn
currency end the records thereof, maintaining current rates on some (80) }
foreign currencies end gold coins, the preparing of & special report of the
distribution of foreign currencies and the value of each in all 0SS offices
for Colonel Rehm and General Donovan, &nd the accounting for special trans-
sctions identified as "F", "Kappa", and "Seal". On 28 October 1944 Pvt.
Schgefer left Special Funds to attend the Army Air Force Officers Cendidate
School, et San Antonio, Texas, and returned on 1 ¥arch 1945. Subseguent
to 1 Merch 1945 Lt. Schaeferws charged with the establishing and maintaining of
workiny rates of foreign currencies end gold coins, assistinz Mr. Bigelow in

speciel matters, and assuming responsibility in ¥r. Bigelows' absence.
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"on 10 August 1944, Mre John J. Haggerty Jjoined the Department, coming
here fro@ the Navy Depertment. Mre Heggerty took over the duties of maintaining
the Department's files and the accounting of the transfers of foreign currencies
to0 and between foreign offices, and later the secret recording of neift" snd
n"slush® currencies. MT. Haggerty assisted in the buying and selling of foreign

. currency to 0SS personnele

"Cpl. Robert ¥cIntosh wes transferred to the Depsrtment on 25 Qctoter
1945 from the Fourth Air Force Headquarters Detachment in Sen Frant 30,
californis, Cple McIntosh prepares the "WLR Report" end keeps & substantiating
ledger for the report, maintains gold records, compiles & photogrephic
menual of foreign currencies together with jdentifying notes end intellireice,
reeding end processing jntercepts to be gent to other departments of ths
goverrnment, and sends to the Schools & Training Branch such photographs,
notes end other material useful to the treining progrem of that Branche.

Cpl. McIptosh elso wreps end seals packages of currency and gola for shipment
sbroad.
GOLD "parly in 1942 it was foreseen that a lerge supply of gold would be
necessary Tor 0SS operationse Mre Emerson Bigelow snd Colonel W, L. Rehm
consulted the Treasury and were advised that the Treasury was fully cognizant
of the value of gold "for purpcses vitel to the war effort and in comnection
with certain operations for which other forms of peyment would be inadequate."”
nThe cooperative attitude of the Treasury Was enthisiastically
received by the Director, and Specisl Funds immeciately started to secure a
sizesble stockpile of foreign gold coins, The 8ources were as veried es the

 ——

types of coins soughte ’.
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Speciel Funds representatives sboard had been jnstructed previously in Ue S

regulations perteining to U. S. minted golde.

"The initial purchase ©

J} purchases of mixed French pieces, and English Sovereigns quickly

£

followed. Ey 1 January

s to the approximate

1943 we had purchased gold coin

velue of £800,000.

Cole Williems at Algiers

for use throughout the Vediterranesn

end some to Lt. Holt Green, then at Cairo,

thester, With this on hand, Special Funds Officers were eble to secure pizeable

stockpiles of slmost every usesble Nediterreniean currency end thus were able

to produce & readily acceptable coin or currency for use of agents and teams for

all operetions which we might be called upon by the commending Officer to

perform for hime
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[ "G0ld purchases continued from that time until by 1 June 1645 we had
gecured gold coins of all types raving a totel value of almost two million

dollers. Our pieces of gold ranged in value from 22,43 for the smallest to

833,86 for the lergest -- the Ueo S. Double Eagle. These different minteges

were purposely acquired for their difference iu value and acceptability eny-

%%? Vie hed eccomplished our job in Furope vit). an
: i

expenditure of less then £500,000 worth of gold end hed on hand for furt’ s
operations approximately £1,500,000 in gold including French, English, It Lden,

Swiss, Belgisn, Austrian, Germen, Dutch and Americen.

we also acquired some toles which have been always acceptable for use in the
Far Easte ;

o "The tola is & unit of gold in wide use throughout the Fer Easte 1t
is a 3/8 oz. disc which has no distinguishing marks except the "chop" mark of
the private desaler or goldsnaith who assays jt, It is made in discs of (1)
or (5) toles, or a long bar of (10) tolas. The convenience of this type of

old for 0SS operations is & sarent and & working su ~1y was secured in
£ P PP £ %

They were

3 t
S e
S -
IS Sl d
) X
e e Wl o e

mede in bars of spproximately

(5) oz. each and were asout the size end shape

of & domino sugar losf. [F S rniched & unit of small size and weight,
but of high value, and could easily be transported and were readily sccepted

anyvhere.
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2o
3.
4o
5.
6o
7.
€.

Y
10,
11.
12,
13.
14,
15,
16.
17,
18,
19,
20,
21,
22
23.
24,
25,
26.
27.
28,
29.
30.

L
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Angolare

Bart or Tiesal

Iraq Dinar

Servian Dinar

01d Yugoslavian Dinar
Yugoslavian F.De. Dinar
Chinese National Dollar
Central Reesrve Bank (Chine)
Dollar

Drachma

Escudo

Guine Escudo

Mozambique Escudo
Altenian Franc

Relgien Iranc

Belgian Congo Framnc
French Franc

Supplemental French Franc
Algerian Frenc

French Equatorial Frenc
¥orocco Franc

Tunisian Frenc

French West African Franc
Swiss Franc

Netherlands Guilders
Netherlands Ee Ind. Guilders
Noxweglsn Kroner

Swedish Kroner

Funa

Lel

Pengo
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32
33,
34,
35,
36,
37
38,
39.
40,
41,
42,
43.
44,
45,
46,
47,
48,
49,
50,
5l.
52.
53.
54.
55,
56,

57.
58,
59.
60.

lev
lire

A¥G Lire

Milreis

Pesets

Philippine Peso

Plaster

Australian Pound

British Military Authority Prund
British West African Pound
British East African Pound
Egyptian Pound

Gibraltar Pound

Irish Pound

Valta Pound

Palestine Pound

Union of South Africe Pound
British Pound

Syrian Pound

Turkish Pound

Reichmark

Allied Military Mark

Risls

Chervonetz (Rubles)

Burma Rupee

British Military Administration
Furma Rupee

Jap Burma Milits.y Rupeet
Ceylon Rupee

Indian Rupee

Zloty

;
I .

L
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% Information was constantly being gathered on the following additional

foreign currencies for dissemination to the field snd for Schools end Training

Brencha
l. Feleral Reserve Bank 11, Japenese Straits Settlements
(of China) Dollar Lollar
2. Hong Kong Dollar 12, Aruba Guilder
3, Straits Settlements Doller 13, Curacao Guilder
4, Nilitary Yen (Jep) 14, Y¥o Ge Guilder
5, Imperisl Yen (Jap) 15, Danish Kroner
6. Philippine Military Peso (Jap) 16, PRussian Occupatiounsl Pengo
7. Supplemental ¥ilitary Yen (ush) 17, Cyprus Pound
8. Mecao Doller 18, Yew Zealand Pound
5, Malay States Doller 19, Hong Kong Military B (lep)
10. Melay States Militery Dollar 20, Singspore Military ioller (Jsp)
(Jep) ; 2l. Korea Yen (Japz/,

Samples of the first seven listed above are held in our office.

on all of the gbove (81) currencies intelligence is meintained for

the following:

1, Dollar Exchange Rates
2. Fxchange Rates of one foreign currency to other foreign currencles.

3, Fxchange rates in teris of gold or silvar.

4, Black Market rates in &ll principle centers.

5., Counterfeiting activities (if any) of these currencies, location
of sctivities, and by whom done.

6. Legality of currencies.

7. Locality in which currencies are used.

8. Acceptat.lity of currencles.

9. Restrictions pleced on importation, exportation, and uso of
foreign currenciese

The following is submitted by Mr. Bigelow himself for this History:

np11 funds sent ebroad fell into two catageries - (&) work funds
(b) tesk funds. Work funds were those used to pay salaries and to maintain
individuals who were ostensibly engaged in open abovo—bo'ard legximate businesces
(unless a mar. 50 engaged were openly paid, his "ecover" would soon become suspect,
beceuse he would appear to have no source of pey.) Task funds were those used

(often by the same individual) for the obtaining of confidential informaticn,
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bribes, and other secret operational purposes.

"In the early days the transmittal or local procurement of work funds
presented no problems. In fact, operations for this purpose wore openly con~
ducted in order, if possible, to direct suspicion away from our surreptitious
ectivities. However with each agent in need of more and more funds as time
went om, even these open transfers of capital becéme difficult becauso of
éertain local government regulations., For example - in one neutral cc uatry
an alien could receive from sbroad funds to an ennual total of only % 200
without a special license having to be obtained from the local gover. :.3nt,
In enother neutral country there were no limits on capital transfers but ihe
smounts which could be withdrewn weekly in cash from the banks wero strictly
limited. .

"The obtaining of tesk funds on the other nhand presented a two-fold
problem, All countries in kurope, belligerent and neutral alike, had impesed
censorship on communications and had promulgated regulations on capitel move-
ments. Under these regulations, in most countries ell banks within the country
were required to report to the governnent ony sizeable or unusuel bank trens-

actions, particularly cable transfers of money from outside of the country and

more perticularly when done for the benefit of & resident alien. During the

m—

initial period when our overseas staff was small

currency notes and shipping these notes into the countries involvedg

The secret movements of money into any country to be

later used for secret purposes, and not for the purchase of goods Tor exporti,
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is never eésy, particularly during war periods. Our problem involved (&) the
quiet circumvention of the regulations of each country without arousing the
suspicions of' the banks, which we Xnew were under orders to inform their res-
pecﬁive govermnents, end (b) to do this if possible, without having the enemy
learn about it. ¥e had been intormed iret the enemy hac sent agents into &ll
neutral countries to spy out bleck market end other under-cover financial
operations. Theso agents had been especially trained and had, in many Caces,
actually been placed in responsible positions by the enemy in somé banks wi'lh
the result that the deanger of informaticzsn reaching the enemy through thes: caincd
agents was ever-ypresent.

"It was at this time that currency notes appeared to us to be our
best medium, but the exclusive use of currency notes in turn was not too
simplc and reised mary questions. Uhere were wo to pget currency notes in
ﬁmountg adeguste for our needs? Where were we to safekeep thenm since we were
short o° safes snd since in many cases the Bwbassies s Legations did not
serve our purposes? Whom were wo to use es middle men for the local procurement
of these noies? TWhat steps could we teke to protect ourselves against using
notes the numbers of which hed previously been teken and recorded by the enemy?
(In certain capitol cities we learned that this practice was being carried on
on & very wide scalesd How were we to guard against having counterfeits foisted
upon our personnel many of whon had not known the currency notes sufficiently
well to detect counterfeits? In view of o1l this it will be seen that much
planning end training of personnel had to be done. We are informed thet not

. -

a single onec of the currency notes which we acquired in Lisbogjthrough many devious
channcls was ever treced back by the enenwy to the United States Government or to

the Americen Legation - let aione to 0SS. We are pleased to record that these

precautions paid offe With a further view of protectin our arents we did not
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repeat a'successful operation too often nor did we, longer than wes necesssry,
rely upon eny single pipe line for our flow of funds. As soon . . the initial
funds hed been successfully put at the disposal of our agents, mea: were studied
to keep the agent in funds currently through multiple operations, for xample =
in one country at one time we channeled money into this country through seven
distinct types of operations.

"fhile the original few had gone sbroad with currency in their pockets
théy soon found that this curreucy was inadequate. Te learned that the {wo rast
active markets for the obtaining of currency notes were[EEgﬁon, Portugs :md Reru,
Switzerlgzgiﬁ:ig-these t#o centers we remitted funds in aﬁZunts over end tbovy

S .

our current or projected local needs and thereby accumulated . 8tockpiles of l.erl

currencies which could in turn be used to ecquire other currencies through either

| e

bank channels (where this was permitted) or through the black markets.)

"After the successful occupation of North Africa and afte;ithe directive
placing 0SS under the command of the Joint Chiefs of Staff, we found ourselves teing
asked by the Commanding Officer in this theater to perform several services, which
called for the expenditures not only of additional funds but of different kinds of
currencies, It became necessary therefore for us to set up & system whereby our
Algiers (ffice, for example, might call upon our Lisbon Office for the purchsese
of, let us gay, Italian Lire, not locally obtainable in Algiers. All of thess
inter-office rsquests were cleared (when time permitted) through Washington,
because ¥ashington had to keep each office supplied with sufficient local funds
to enable it to successfully to respond to the demands which might be mede

upon it by some other office. This in turn called for increased remittances

¥xx¥xand enlarged bookkcepiny system of over-all control.
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ACCOUNTING AND AUDITING

Fractically since the inception of the Special Funds Sranch the
functions of the Accounting and fuditing Depsrtment have been under the
supervision of Captein E. ¥. Lucas, its Chief. The original books and
records handled by Colonel Rehm were turned over to this officer in 1942
and the expension and development of the Department remained under Csptein
Lucgs' direction throughout the years to follow. The two sections of tle
Accounting end Auditing Depsrtment, ie: (a) Payroll Section and (b) icce :ing
Section, are likewise his responsibility. A brief but thorough rcsumé, £ sup-
plied by Captain Lucas himself for this History, follows:

"0n 17 September, 1942, Colonel Rehm employed E. M, Lucas es an
assistant to him to perform such functions as he might assigne The first
assignment consisted of taking charge of a secret journal and ledger into
which all psyments made to agents were recorded. This journal formed = basic
part of the accounting records as totels were transcribed from this journal
into the Standard Set of Accounts established by Colonel Rehm, cn instructions
from the Treasury vepartment. £11 items posted in the jcurnal were reposted
to an account in the secret ledger. This ladger formed the first set of scrounts,
It is important tc note that all advences were charged to expenses et the time
of issuance, so trat the ledger was primerily an internal control for determinin-
that all such advences were accounted for. The entire set of eccounts as main-
tained wes a single entry system and as accountings were received tliey were
credited to the respective eccounts, but not charged to an expense crtegory.

"In approxinately November, 1942, Cclonel Peqnm employed . ', Dimond,
who took over the rccounts of the 80 Eranch, nc* cnly es disbursing reent
cashier, but also rs tn recording of the accounts of individuels ascociated

with trat rench.

Approved for Release: 2022/08/15 C00038955



Approved for Release: 2022/08/15 C00038955

- S

® In approxinetely December, 1942, Colonel Rehm employed Ceo Ceo Lennihan,
Jr., who becene the disbursing szent cashier for the SI Branch &nd gubsequently
a1l Intelligeuace Branches. Nr. Lennihan did neot take over the maintenance of
the accounts into a separate unit such as Mr. Dimond hed done, but continued
the accounting orectice as set up by Colonel Rehm.

% 14 js interesting to note that at the time that the orgenizatic,
was Tormed each agent was given & code nasme snd all reference to hir iy e
financiel records was by that code name. The key to the code was maint: .ed
in the personal safe of Cclrnel Pehrm. It was &n excellent attempt at main-
taining security but from & precticel peint ov view soon beceme ebsciutely -
workeble, as the number of agents increessed and as domestic personnel begon
to teke on the rol® of egents.

" In the Spring of 1942 Colonel Rehm wes requested to keep his accourte
by projects vhich had been specificelly approved by the Director. £t the
same time it becanme jmpractical to continue the divieion of the peyments to
egents from other types of secret expenditures. Therefore, the special agenle
journal was eliminated on 30 June, 1943, and posting of agents accounts was
cerried directly to the agents ledger peges from the sgent cashier disbursing
records. The agents ledger was then broken down into the various projects to
which the sgents were assigned. E. M. lucas (¥ho had been comprissioned & Znd
Lieutenant on 13 November, 1942, and assigned to 0S5) co?tinued tc keer the
agents project ledper and Yrs. Eve Caswell continued to keep ihe ngent ceshier

records end tne pavrell records.

E
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" sLout this tine some of the larger prejects cevelcped into tre

lerpge (83 Theater Missions, such s London, Alglers, end Ceiro, snd Special
Fmde Frenck dispetched officers to each of these locetions to hendle Specirl
Funds. Thess Special Funds Jfficers ti:en reported Tack to Wash'ngten, where
the expenses were recorded on the project ledrer, Tnis recording beceme a
tremendous job because the Specia® Funds (flicers tcck credit for advences
wkich they had made tc locsl personnel, necessitatin: the hashington {7 e
chargirng the advances to the individwals advanced the funds end follow. the
gdvences until they were acccounted for. The unworkerleness of this systen
teceme epparent in Decemter, 194Z, snd so in the S;rirg of 1944 Veshington
devised & simple accounting procedure wiich it poucred tc all the field officer
except Ceiro, which hed already set up & setisfactcry systen of accounts,
Under this system the Spcciai Funds (fficers were rezuested to set up &

bLolenced mccount for each currency in wrich it deelt, and report to Tashingi

:r the form cf talence sheets monthly showing:

Cash on hand teginning Caghr cn Lend end of pericd
Advences beginning Adveances end of jperiod
Transfers in Transfers out

Conversicn credits Expenses

Conversion debits

Tctel Fgusl to toteul
™is method kept the responsibility for advances ir. the hands of the Special
Punde (fficer ebroed end his totel accountebility wae kept on the rroject
ledger in Washington.
" huring the Spring of 1944 it beceme evident that the method cf sccouwnt-
in- for funds wes setisfactory to show that ecoountin, was made, but did nct

indicate tre expenditures in relation te collers, 1ikew:gs it Jdevelnped trot
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it was urmwise to separate the books into two separate sections between XNr.
Dimond and the other agent cashiers. Colonel Rehm reguested Captain lucas
to teke cherge of 211 bookkeeping and sccountins on 1 July 1944. Ceptain Luces
U.B.N-R.
requested and received the essignment of Lt. B. 0. Jeer/Mo the sccounting
section. A completely new double entry system of accoints was devised with
all entries tied into the books by nunbered voucher, The advances previously
meae and outstandiny were carried forward into the new books &8 ¢f thie late,
All accountetility of the field offices wes trenscribed into dollers o
rete, as clcse to cost as possible to ascertain, end cerried forward in - thess
books. Tne accountin; system was set up so thet all expense cherges would to.
charged to the zxpenses of the brenches by Goverrment classification for
domestic and foreign acccunt, The agent cashier ledger sccounts were broken
down to show receipts gnd disbursements as applied tc the respective epproprie-
tions. S/Sgt. Vernon Turner was immediately pleced in charge of the foreign
accounts witr Sgt. Arthur Todd to assist hime All reports received from the
field offices were transcribed to dollers end the sccountebility cerried fer-
werd menthly. The payroll section was expended end 1LrsS. Caswell was placed ix
charge.

" ptout this time the General Counsel advised 5t -cial Funds that the
Comptroller General, in an jnformel ruling, had declared that all dollers
expended for the purchese of Toreign exchange could be considered expended
for the purchase of comnodity. therefcre, 811 dollers held sbtroad es of
1 July 1944, were credited to the 1944 appropristicn and chargec to the 19480
eppropriation, but ell fereisn currency wes considered in the lizht of a

comrmodity vith no sdjustment between sppropriztions. In disposition of forel-:
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currency during fiscal year 194% have been considered &s & miscellaneous
receipt,

% The acco.nting system gent to the field in tns Spring of 1944 continaed
in effect throughout the fiscel year 1845. Hovever, it became apperert that
this system should be revised becausse (1) the rates cf various currencies
wére beiny cerried at varying amounts in different theaters, (2) sdver.ces
repaid in dollars inveriebly raised guestions as to the rote to be ap;} sd, (2D
eXpenses were charged on the books at reates considerably below the of  iel
rates. After discussion with ¥r. Bigelow, it was decided to stebilize all
foreipn currency rates to the dollar on & Lasis as close to the officinl
rete or rates set by the Army or Treasury &s possiblee Tith this revision o
rates in mind & revised sccounting system was devised in May, 1945, and sen’
to a1l Speciel Funds Officers, for applicstion 1 July, 1945. This method
contexrylates the use of & one currency systems LOpPY No. 1€ of the rroceduire .=
attached for your information.

# one Accounting Secticn has endesvored to cooperate closely with the
agent cashiers in the capecity of & service unit, hendling all distursements

end accountings, duly approved by the agent cashiers.”

ACCOINPAK} AND AUDITING
TAY Peyroll Section

vyrs, Kve C. Jones (formerly lre. Caswell), &s uead of the pPayroll
Section which comes under the Accounting and Auditing Department, has
outlined the activities under her jurisdictien snd given & prief descripti¢n
of the growzh cf her sections, as follovis:

wrve first payrell compiled Ty special Funds Lrenen covering

[HE 7

. ST |
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employees paid Irom unvouchared funds was prepared by the Special Funds
officer, Colonel W. L. Rehm (then a civilian) in February, 1942 with the
names of.(35) employees appeering thereon. As one views that first simple
peyroll of two sheets of pad paper and cormpares it with the present complicsted
sh?cts numbering (50) per month, it is difficult to believe that only thlree
years have elapsed. Since that time, overtime has teen introduced, wil -olding
tex is deducted with additional deductions for War Savings Eonds, over: °8
payrients arnd insurence premiumse

"in Lpril of that year }r. Frencis M. Barker joined Cclonel Zehm's
Staff and the June 1942 payroll aprears jn his hendwriting with 101 employe~e
listed. In May 1942 Nrs. Eve Caswell was added to the Staff end from Septexber
of 1942 to the present day, the Special Funds payroll hes been administered
by her with = complement of assistants ranging in nuaber from one in the suurie:
of 1943 to three at the present time. The number of smployees paid from
Speciel Funds continued to increase nonthly from (1£7) in September 1942 when
she prepared her first payrcll to (442) in July 1943 when the first monthly
personnel report was compiled. The peak was reached in August 1944 with &
total of (1131) employees listed on the payroll for that month, The number

hes decreased since thet time due to trensfers to civil service as well as to

G
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terminations resulting from the cessation of hostilities on the European ‘
continent end the 30 June 1945 payroll 1isted (870) employees paid from

Special Funds,”

ACCOUNTIRG AND AUPIT ING
T6) Kocounting Section

The following report wes prepared by Sgt. Arthur Todd covering
the handling of this Section from 1 Jsnuary 1944 to 30 Juns 1945. §/8cte
Vernon Turnsr, originally Head of the Accounting Section, wss transfer o4
to the Field Auditors Department in May 1946 and went overseas on his .rst
essigmmont. Sgte Todd then took over this Section.
nime Accounting Section was divided into two perts as of January
1, 1944, S/%g%. Vernon Turner was in charge of reconciling all Field Office
reports in the European and North Africsn Theaters. Sgt. Arthur Todd was iv
" charge of the Far East Theater. our duties were to reconcile all reports fron
the start of operations in the Field, end to deternine the accountebility of
each Field Office as of 30 June 1544.
"ps of 1 July 1944 s set of Master Control Books were installed
consolidating all Fisld Office accounting into one unite. S/%gt. Turner
was placed in charge of this unit with Sgte Todd and Nrs. Newland as his
assistants., Additional personnel was added as the volume of work increascd
as follcwa: September, Cple Louis Kelloneok, November, S/Sgt. Joseph George,
Fobruary, 1945, T/Sgt. Oswald Connell.
® the nonthly reports received from esch Field Office ere submitted
in all typos of Foreign currency. In reconciling these reports they must
be reconverted to & U. S. dollar equivalents Then all transfers of account-~
ability betwoen Washington end or other Field Offices must be made or com-
pleted. The expenses of each Field Office are recorded by Branch snd Object
classification, and all miscellaneous receipts are recorded for future pay-

51 B
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B
ment to the U. S. Treasurye.
"In eddition to maintaining this master control of Field Office
books, we keep the accunulated cost of Projects, the book of outstanding
edvences end prepere the Financisl Statement of Special Funds for the
Director."

LEGAL ADVISOR

Mr. A. W. Asmuth, Jre, Chief of the Legel Department, has hivyalf
prepared for this History the following article:

"Special Funds is serviced on legal matter by the Office of tro
Gensral Counssl. In early 1944 Mr. A. William Asmuth, Jr. of the lLegzal Divisicn
(the forerumner of the present General Counsels office) was given & desk in
Speoial Funds Branchs Mre. Asmuth had been recruited by Lt. (then Ensign) Jemes
B. Donovan, Chief Legal Division, in the Fall of 1943 and reported feor duty
at 0SS on 30 October 1943. He is & member of the Bar of the State of Wisconsin,
admitted to practice in 1941 following his graduation from Law School. After
practicing la¥ in Milwaukee as an associate in a law firm, he served with the
Office of Scientific Research and Development in Washington for epproximately
one year prior to joining 0SS.

"It was intended that, after a psriod of general indootrination
in the Legal Division of 0SS, Mr. Asmuth would devote the major share of his
sttention to Legal metters of Special Funds Branch and would serve as en
officer and legel advisor ror several "adummy" corporatioms which were then
sbout to be organired. Shortly after Mre. Asmuths® arrival at GS5. Lt.
Donovan was assigned to temporary duty at Princeton University. During the

gix weeks absence of Lt. Yonovan, Mr. Asmuth was required to spend his timo

o

—
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on the gensral legal affairs of the Agency and his assignment to Special
Funds was nocessarily delayed until early 1944,

(: "yr. Asmuths! duties have consisted of (a) the drafting of legal
instruments involving payment from Special Funds, such as agents' agreementis,
leases for secret training areas, special confidential contracts, releases,
assignnents, powers of attoruey, employment contracts, notices of termiration,
effidavits, certifications, trust sgreements, bills of sale, and other legal
instruments, (b) formulating procedures for handling, snd processing, de>’
and disability cases of Special ;unds sgents and employees, (¢) handling cortain
of the affairs of "cover" corporations, such as preparing the minutes of stock-
holders® and direotors! meetings, securing tax exemptions, reviewing contracts
end leases as tc legal form, etc. (d) meintaining lisison with other government
departments on legal matlers pertaining to Special Funds Branch, including
the Tressury Department, United States Fuployees Compensation Commission,
Buresu of the Budgst, State Department, War Department, Department of the
Interior, end others, and (e) advising on such 1sgal matters as are referred
to him by the personnel of Special Funds Branch. In addition to these duties,
Mr. Asmuth seryes as Secretary and a member of the 0SS Medical Board, Secretary
of the Training Board, Chairman of the Efficiency Rating Committee, and legal
advisor, in the ebsence of the General Counsel, to the Board of Review. Qu/)

nSince it is the established policy of the Agency to edhere as closely
as is practiceble in the expenditures of Special Funds to lews end regulations
covering the expenditure of ordinary vouchered funds, Mr. Asmuth isfrequently
callsd upon to interpret end construe statutes, regulstions, opinions of the

Attorney General, decisions of the Comptroller general, otc. Such opinions are

R TN
g
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advisory sad for ihe guidance of those ¥ho make the final policy and adninie~
trative determinations. For example, it is provided by en 0SS General (rder
that the Living and Querters Alloaances established by Budget Circular A-8
shall be paid to all civilian personnel of 0SS, excapt agentse Hence, the
provisions of the oircular are applied by edninistrative ection to all non-
agegt personnel paid from Special Funds. Questions as to whether &n employea
qualifies as having "dependents” within the megning of Budget Circular A=8
nay be referred to Nre Asmuth for legal opinion.

“procedures for processing death and disability ceses of personns)
paid from Special Funds have been worked out by Nre Asmuth with the United
States Employees Compansation Commission. These arrangements permit the
£iling of claims of secret personnel without jeopsrdizing security. In
addition, a plan was concluded with the War Agencies Rrployees Proteotive
Association whersby life insurence is made available to personnel on the
Special Funds payroll who are performing duties oversess including ggents
on misasions bohind enemy lines {at no increase in preanium rates). This 1s
considered to be one of the most unusual life insurance errangements ever
entered into,

"lLegal questions srising out of operations in overseas theaters are
occasionally refsrred to Special Funds, Washington, for decision (and then
in turn referred to the General Counsel or Nre Asmuth). These matters are,
of course, primarily the responsibility of the Theater Counsele Nre Asmuth
ig not on the distribution list of cebles or Oversess reports, and hence is

necessarily confined to handling those matters which ere specifically brought

to his attentions

(8 /

Approved for Release: 2022/08/15 C00038955




Dl S e

TR T AR .
Approved for Release: 2022/08/15 C00038955 —

- U -

mCaptain John S. Warner was assigned to 0SS oa 15 December 1944,
at which time he was & lst lt. EHe had served soven ponths oversess as @&
pilot of a Flying Fortress and had completed 35 combat missions over
Europe prior to his return to the United States. Captain Warner is & member
5f the Bsr of the District of Columbia, Since his sesignment to the General
Coungsel's Office of 0SS he has served as a general sssistant to Nr. Asmithe

npecause of & lack of stenographic personnel, Mre Asmuth was
required to function in Special Funds Branch without services of & Becr« WYy
until February 8, 1944 when ¥rs., Frank Neenshan reported for duty. Mrse
Meenshan left the Agency on 5 fugust 1944, and Miss verisnne Clerke reported
as Mr. Asmuth's secretary on 23 August 1944, The services performed by Nre
Asmuth ang Captain Warner involve & large smount of paper work, and the lack
of aéequate gtenographic assistance has been & severe hendicape”

The invaluable assistence given to ths Branch by the tireless A. W,
Asmuth cannot be over empheeized. Tith the help of Ceptain Warner, an almost
jncesseant series of Special Funds problems which required a legal scanning
or "Bar" interpretation, wero reforred to his Department for action, -~ and
received it.

Realizing the definite value of having subordinate Legal Advisors
in the principal outside theaters as well, competent young lawyers were dis-
petched from Washington under ¥-. Asmuths! directior. Being in & position to
snswer and handle meny leral quostions "in the Field", these reprosentatives
of the Genoral Counsel's Office, saved valuable time and accompliened much
towards stancerdizing end properly interpretating 0S% procedures and directives.

With the sctivation of the Legal Advisors Department, much responsibility
was transferred from the shoulders of other Rranch erc utives to those of A. Yo

Asmuth, F“ e

! £
e i
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1) PERSCLNFL (FFICER

Thie positicn was originally occupied by Lt. Col, Wwilliams in
eddition to his duties as Field Liaiscn Cfficer taut in February 1945 a
separete Personnel Department wes esteblished with 2nd Lt. Bugene Steuert,
just returned from C.Ce.S. as Chief. In March 194f S-t. Stephen Lostick was
appointed sssistent tc Lt. Steuert,

Tnie department is responsible fer all perscnnel matters pertel ing
to the Special Funds vivision, Washington (fTice, including the procure. b
of edditicnul personnel, transfers, furlougt &nd lesves, promotions etc.
tesides nendlin: the usial personnel matters, Li. Steuert is likewise in
cherre «* +il policies issued by the Yar igencies w-ployees Frotective

vilisms either in the Field or to be assigned to duty

dde

tssociation fcr &8 ¢
outside the centinental limits of the United Stetes., Cver (330) of these

;olicies Lnve teen writlen. e pPerscnnel lepartrernt rlso is in charge of
all petty cest, keeping £n adequate sup;ly aveilelle and honoring all militery
fnd covernment checks for o8& individuels. The smsint kept on rend averages

LR

156,000 per dey snd s much as R),000 over vRY 4rys.

AELSY
In lerch 1944 it wes considered nct only edviselle, btut necessary,

that ¢ serarase leristry te established in thre Syeciel Funds Franch .n order

tr et copies of &1l correspondence, - cetles, lettess end sir dispatches, bolh

inconin- enl outpeing, rs well es copies ¢ rll lerersl {rders, Administrali-e

.lletine s rranch rercrendu:s, ni b te exyartly Tiled in ¢ seyerete file

o)

-

reor.  tefore this wes dome, the reccords ;oet crces were kepl in the “ndiviaoc

b

cebineis of the verious slepertments fnd c.omsetuently cften difficult, or elre ot
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impossible, to jocate quickly. O(nly the rather cumtersome chrono file
- contained any scrt of a gemi-complete roster and this was, for ready reference,

envihiag bat sdequate.

wrs. Dorothy King, competently trajned, set up the new Registry in
its own roon with (1) assistant, From & small beginning, the Department
ex anled rapidly end sn efficient system was ijnstalled. As of 20 June 1945
the departuent had o staff of (3) file clerks end its (8) large csbinet-safes,
witt combination locks, contained several thousand separate files with all
(v respondence and documents inserted in chronologicel form under the proper
clrssificrtion, These catinets conteined corplete files for the Tashington
veadjuerters and all Branches, also files for each outside theeter, jndividual
persounel files, those for special sctivities, contracts ete., with the
necescary cross-references.

injpuestionebly, the Registry played a very lerge part in the
efficient ojersting of the Speciel unds prench from its jnception to the
present date. After it was once established and functionirg, it proved
aifficult to comprehend how it had been possible to rendle the complicated
Lranch activities before its organization.

(3) FPirlr. LIAISCN URFICER (A¥D HISTORIAN)

This position was established by Colonel Rehm withr the eppointinent
of 14. Cole John ™. Williams in the capacity of Fel.O. in ¥erchk 1944. Cols
#:11jome had just returned from North Africe where he had served es the first
Chief for Special Funds Eranch in that thenter with wepdquerters in Algiers.
i{ wre believedl that en of ficer appreciative of Field conditicns and with

jerscnal experience with the difficulties often encountered "outside", could
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do much to coordinate and expedite theater gctivities with the Weshington
Headguarters.

All correspondence, both incenming end outgoing, between Washington
and Special Funds Branch advence bas6s vwas routed vie Col, Williams desk.
wes his duty to see thet prompt and efficient action resulted in connection
with all Field requests, requirements and problems. In other words, o ‘18
shoulders, restsd the responsibility of meking sure that a1l advence bz got
fection" at this end. The procurement, training end clearing to Ports of
Fmberkation of new personnel for the Field likewige came under Y.is direction
and in the same connecticn, it wes his responsibility to forecast future
Field personnel requirements. on the first of each month Col. Williams
dispatched & report on all Special Funds Branch activities, both in Washington
and in outside bases, to all theaters. This included pertinent general infora-
ation as well and was intended to keep all Special Funds Brench personnel
cognizant of &1l developrients and activities.

At the reguest of Colonel Rehm, the Field Liaison Of"icer completed
the Eistory of the Brench operations in MEDTO for tre first yeer of operations
in North Africa and in Italy, end he was also designated Historian for this
Weshington History. His first assistasnt was MNrs. T. AfHearn who was succeeded
by Viss Clairs Crook in Januery 1945. Likewise, until he was transferred to
the Sen Francisco Office for the Conference, 2rd lt. Foger Gartner hendled
a part of the Travel Sponsor work for Col. Williems.

(x) FIELD AUDITORS

For some time prior to the estsblishment o this Depertment, it

wes felt that competent officers and men, preferably CePele's, should be
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vaileble to -o cut from the Lrench Hepdquarters in Veshinguuva to complete
official sudits of the Special Funds books in the verjcis thesters. These
men to be a part of the continentsl T.C. end sent to the I'ield on teunporery
duty. In this wsy no thenter Table of Crgenization would in any wey be in-

volved.

[3

Securing a staff with the necessary gualifications for this imy- tent

specialized work, preved difficult. Several possibilities were loceted ¢
their trensfer to (88 was reguested, but for cne reescn or another they could

not be made aveilalle. At the time no one could te gpared from Headsunrters

¥ho could competently hcndle the work, end ncne of the outsicde beses were in

a positicen to relecse a treined esuditor for this treveling positicn.

Berly in 1945, two seperate requirenents necessitating the prompt
foematicon of the Field Auditing Department, and the arpointment of et least
a temporary stefr, were received. (me wes a ceble from the SSO in the Chine
Treater asking for an euditor for the ¥Yunmins sccounts &g S00n 8§ nessiblee
The other, which crme in the Spring, Wwes the informetion thet ILFDIC ves
st orflv to close dcwvyand the resulting necessity of euditing the (aserta
tooks before the Special Funds Branch personnel could te relegsed, was &n
syraediate reguirement.

At last e guslified 2nd Lt., Frederick hichards, was securel from

trxy Finence end iroediately started treining for the auditor positicn in

¥ETv, to proceed first to Chine, thren te Indie-Inrre. Tack to vashinzto
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from NETO came.an Lt. ¥illism Peratino, an expert in Special Funds Branch
operations as & result of long experience in both C;iro and in Athens. To
sct as assistant to Lt. Peratino, S/Sgt. Verron Turner was relieved from duty
as Head of the Accounting Section in Washington end these two men proceeded
by sir to Italy to start the work in Ceserta, then to proceed to London for
tho ETO jobland finally to tackle the four bases in the neutral countries.
Since no other qualified EIf could be transferred from the Accounting Sextion,
an epplication was made through PPB for an essistent for Lt. Richards 80
This would givs the Far East a team of (Z)Ian officer and an EM likewlss,
similar to the team sent out to the Furcpean Theater.

ts of 30 June 1645, therefore, the Field Auditors D;partnent Was
definitely activated, eand it was believed that the stafr of four men, divided

intc two separate teams, would prove sufficient to handls this importent werke

THE KEiW YORX CFYICE

s e

The followings data in regsrd to the Special Funds Branch set-up
ot the 08 Kew York Headguarters at €30 Fiftr Avenue, is guoted from a memo-
rendur dated 1§ June 1945 from Mr. E. K. Yerrill:

"] aesumed the positicn of Special Funds Officer for the New York
office on 30 Narch 1943, During the whole time that I have handled this
work, 1 have been assisted by ¥iss Alice Conway,'as gecretary. There have
teer no others assigned to this office.

the duties of this office heve, of course, been mainly those of
carryin,; out the New York end of finsncial transections for Specisl Funds
¢ffice, Wwashinston, and attending to the peyments of Special Funds reguired

{0 meet payrents of peyrolls, ccnsultents! fees and certsin projects incident
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to the operations of the 0SS New York office. The former included the

procurement of foreirn currencies end credits through banks, business corp-
orations and individuels, in accordance with instructions from Special Funds,
washington. In addition to acting es agent cashier fcr the direct expenditures
of money, there have been - from time to time - certain projects established
which reguired their own bank sccounts, lor which funds were advanced from

my egent ceshiar account to the eccounts of & subordinate spgent ceshier or
others directly in charge of such projects.

Other miscellaneous assignments arose from tne fact that it was
convenient to handle details in certeain @ealings jn New York, rather than in
Washinzton, - and this office was reguested to act in numerous capacities
to facilitate matters of business for the Washington office. These properly
belons in the records of the Washington office, rather than of this one."

THFE. SAN F?A‘CISCO OFFICE

%ith the expansion of 0SS operstions in the Pacific Theater, Special
Funds sctivities in Celifornia were considerebly jncreased in 1944. Besides
the Headquarters located in San Francisco, likewise was mainteined an office
in Los Angeles &nd extensive training ereas on Cateline Island. Almost all
personnel being processed for FETO attended school cn the Island and those
who proceeded to the Far East by sea transportation were ordered to & POE
cn the West Coaste Criginelly, the bulk of the overhead for ¢SS in Celifornisa
wes defrayed from Special Funds but et this time e part hes been transferred
{0 vouchered eccounts and it is now contemplated grot ell, or elmost 2ll,
of our West Cosst expenses will be handled by the tiscal Division and &

Speciel Funds representative no longer required in that area.
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Tre Special Funds 3ranch operations were suck in the Fall of 1944
trat it wes considered advisecble to have our own officer in charge. Con-
sequently, in September of that year, Lte (Jjs) William rackintosh, USHR, pro

ceeded from Washington to California and opened a Specieal Funds fLrench Head-

quarters located at 406 vontgomery Street, Sen Francisco. Funds, as rejiired,

were edvenced by lr. Hartshorr: to Colonel Connely who in turn mede same
eveileble to Lt. Mackintosh, The Lt. was responsible for the maintainin
of all accounts and records in connection with ell money expended from cur
srench in both the Los fnjeles and Sen Francisco Areas.

Since a comparatively large detail from 0SS was dispatched te

california for speciel operctions during the Tnited Neticns Conference in May

1945, it wes considered adviseble to send an assistent to aid Lt. Veckintoshs

na

bl J

Censesuently, 2nd Lt. feger Jartner flew to the Vest lozst before the Con-

ference opened and handled conference expenses for & period of ap, roximately

i{hree mcnths r1. Mackintosh ceame to Washinton for a censultation in
June and it was then decided that Yest Coast cxpenses could be almost
completely trensferred to tt.e Fiscsl Division., Upon his return to Sen
rancisce, Lt. ‘jartner wes transferred beck to Weshington and the Special
Funde French Office in california is now in the process of beins closed

downa
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FOREIGN THEATERS SECTICN IV

i s e R

As of 230 June 1945 the Finance Eranch maintained a Headgquarters
and a staff in (12) foreign locations and likewise in New York and in San
Freacisco. These staffs varied in size from & single individuel to those
raintaining several (fficers end a large nunber of enlisted personnel and
civili;ns. Also, in some instances ,a single Headguarters handled tre ter-
ritory in which it was loceted, but in other cases thers were many sutor. inate

bases and advance posts. The Foreign Theaters were as follows:

(¢) > 0 (e) China {i) Bern

(v) #EDTO (£) 1Istanbul (j) Stockholnm

(¢) XETO (g) Liston - (k) New York i
(a) 1F (h) Medrid (1) San Frencisco

i i

(a) EURCPPAN THEATER ¥ CPFRATICNS (ETO)

This was ire first outside Headquarters established for S;ecia}
“unds. Lt. Colonel Rotert Y. Alcorn has acted as Chief for the Eranch
since inception &nd now has & steff of (4) officers (4) enlisted rersonnel,
(2) male civilians &nd (1) civilien secretary. Included in the enlisted
personnel are (2) WACs. ueadjuarters is at the London office knowz as
"pain® with an advance Headquarters in Paris known as “Forward". The
ETO theater comprises all of England and France and ss=b handles Iinance

Dimmaky

French operations in Luxexbourg, Holland, Belgiugﬁgnd Ngreay, as well as

the new stations to be esteblished in Germeny and in Austrie.

(b) MEDITERZANEAN THEATER OF OPERATIONS (MEDTO)

Lt. Ccle. John %, Willisms established the PFranch for this theater
in Algiers/the then Allied Force Headquarters fcr North Africe. Tpon his

return to ligshington Captsain Crockett took over as Chief and &s ol 20 June

1945 was still acting in that capacity. The stalff under Ceptain Crockett
H?““”?
ke !

Approved for Release: 2022/08/15 C00038955



Approved for Release 2022/08/15 COOO38955

- 70 -

incluéed (6) officers, (2) enlisted men and (7) civiliens, The original
North Africen bases located in Cesa Blencs, Oran end Tunis were transferred
directly under Washington after t he Headquarters wag moved from Algiers

to Caserta, Italy. At its height the bases and staffs handled by the
Special Funds Branch of the 2677th Regiment 0SS (Prov) included not only

all of North Africa but likewise Sardinie and Corsica, Sicily and all

" Itely. Soms operations in the Balkans end in Yugoslavia were also under

jts control. Besides the Headquarters in Ceserta there wers (6) sey- -ate
posts where finances were taken cere of in various parts of the Itsl 12

Peninsulsa,

(¢) NEAR EAST THEATER OF OPERATIONS (NETO)

%ith Headquarters in Cairo the original Speciel Funds Officer in
charge was Lt. (jg) Holt Green, USNR, now missing in operations. Lt. Grecn
was succeeded by Mr. Thomas F. Bland end later by 1t. Nick J.‘Steichen, the
present Chief. NETO for a time controlled operations in Bari on the Adristile
coast of Italy, leater transferred to Casertas Cairo elso handled all Greek
operations through the advance base in Athens and the Istanbul bass in
Turkey also came under the jurisdiction of the Feadquarters in Egyphe
Including the Greek and Turkey zones, the perscnnel for NETO in addition
to Lt. Steichen comprised (1) officer, (2) enlisted men and (4) civiliens.

(d) INDIA-BURKA THEATER (1IBT)

This theater was originally & part of C & IB (including China)
and, together with South Eest Asis Command (SEAC), was under the Far East
Theater of operations. The original Chief for C & IB was Commeuder Joseph
Leete USNR, but when the theater was divided into & China Theater and an India-

Burme Theater, with SEAC coming under 1B, Lt. (Jjg) Guunner ¥ykland took
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over the China Headquarters end Captain Ermett . Echols replaced both
Commander Leete:?:lﬂIB and Captein Joseph Croll USMT, in SBEAC, All oper-
etions in Indie and in Burma as well as those which formerly came under
SEAC in Ceylcn were on 1:e 30th of June under Captain Echols. Original
Headquarters for IB under Commander lLeete was in Calcutta and later ia
"New Delhi. The final Headquerters, under Captain Echols, was establiched
in Kendy, Ceylon. The staff under the Captain included (6) officers, ' 9)
enlisted men and (4) civiliens. Pesides the Ileadguarters in Kendy es -any
as (6) edvence posts were handled by the Special Funds Headquarters. Amor.
these was 10. located in Nezire, Assem which is st & later dete to bte

transferred to the China Theater.

(e) CHINA THEATER

As stoted in the above IB coversge, this theatef wes originally
a pert of India-Burma. After the separation Lt. (j#) Gunnar Mykland
was in charge of operations with Jeadguarters in Kunming. The present
Chief, lt. Charles N. Devis, tock over when Lt. ¥yvkland returned to
Washington. Besides the Feadquarters in Kunming the Rranch was repre-
sented in Chungking, and, a&s of 30 June 1945, at (4) advance posts.
Resides the Lt., the staff consisted of (2) officers and (3) enlisted
Mens
{f) ISTaNBUL

ts ncted under {c) above, Istanbul operates through Cairo and is
controlled by NETC. The steff in Istantul consists of the Special funds
Chief, Ceptein John C. Young and cne Sgt.

(g) LISRON

vr. Gardner P. ¥acPherson acted as Cnief for Special Funds in
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Portugal with (1) civilien assistant. On or about the dete of tre termination
of this history ie: 20 June 1945, lr.e Foct Pherson trernsferred to Finence
operations in Germeny and his assistant, XMr. Varris, assumed the positione
As in other neutral countries Headquarisrs, the Lisben steff wes connected
with, &nc operated under the cover of, Stete Depertmente
(n) UADRID

Lr. James Mcidillan served as Chief for tre Special Funds lre: in
this station with (1) civilian assistant. Madrid vendled 211 operstions
in Spain end worked in close lisiscn with Lisbon.

(i)  BERE

Tre Speciel tunds Eranch ectivities were orifinally handled in
Fern by lice 227, & Treasury representative, who wes repleced in 1945 by
vy, Thomes I tlend, formerly of Cgiro. The Lern Herdjuarters cperated
in close conjunction with both TT¢ (London &nd peris), MEDTIUC (Ceserte) and
with wedrid and Lisbone
(3) E?OCKHOLH

vp, Iver Co Qlsen of United Stetes Treesury ected es Special Funds
representative for Sweden with (1) civilian assistant. Shortly before the
close of tnis History, vr. Richard Huber, formeriy of 51, proceeded to
stockhelw to briny all eccounts up 1< Jate. (It is to be noled rere 8
referred to earlier in this work, that we hed or the pgck of Sitreltar on
o fLemporery assi-nment Lt. Ed Fey in cherge ¢f tre zcld reserve. t1lso,
glthouash the Franch was nob officially representel in Tenriers, Specicl

wunds operaticns were likewise cerried on there, .
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SECTION ¥

WASHINGTON

As of 30 June 1945 the persomnel of the Special Funds Division

(formerly the Special Funds Branch)

of the new Finance Branch at the

Y¥ashinzton Headquarters wes a8 follows:

1.

Se

4.

Se

€

Front Office of the Chief, Finarce Branch

Colonel W. L. Rehm (Chief)
Fvelyn K. Hall (Admin. offiger)
Ruth Dunshoo (Clerk-Steno)

Disbursing of ficer-Operational Branches

O. V. Dinond (Chief, Special Funds Vdivision)
Roby C. neld (Lsesistant)
Ferne L. Losby (Clerk-Steno)

Disbursing Officor—Foréign Exchange

F. M. Bigelow (In Charge)

Lt. John H. Schaefer (Assistant)
Cpl. Robert McIntosh (Assistant)
John J. Hagperty (Assistent)
Alice F. Sweeney (Clerk-Steno)

Disbursing Cfficer-Intelligence Eranches

R. G. Y¥hite (In Charge)
Vledimer S. Olive (Assistant)
Winifred Robertson (Clerk-Steno)

Disbursing Officer-lisc. Pranches

D. R. Hartshorne (In Charge)

Accounting end fuditing Yepartment

Captain E. L. Lucas (In Charge]
Lt. F. C. Geer (Assistant)
Virginis Lester (Clerk-Steno)
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Accounting Section

Sgte Arthur Todd (in charge)
Sgt. Joseph George

Sgte Oswald Connell

cpl. Louis Kalloneck
Katherine King

Evelyn Newland

Elsie Holtgreve

pPayroll Section

Eve Caswell Jones (in charge)
Marie F. Welcome

Dorothy Gumpper

vir-inia Buckley

Peglstry

Jean McIntosh (in cherge)
Aurelia F. LeLozier
Lenore Longest

Leral Deartment

A.W.Asmuth Jre (in charge)
Capt. John S. Warner (tssistant)
varienne F. Clarke (clerk-steno)

Personunel (fficer

Lt. Bugene £. Steuert
Sgte Stephen Kostick (Assistemt)

Field iiaison Officer

Lte Cole John W, Williams
Cleire Fe Crook (Clerk-steno)

Field Aug&pors

Lt. Frederick Richards - FETC
Lt. Tilliam Feratino - ETO
Sgt Vernon Turner (Assistant)

TOTAL ; FRSCGIMNEL - WASHINGT X - (42)

A8 of June 30 1345
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(v) N THE FIRLD

}OHDDN - ETO

Col, Robert . Alcorn
t. Clinton Yiebb

*re hed Ko Ball

vr, loke S. McDoncld

“iss Anna . Howell

1Lt.
1st

S/S*b. Ralph D). Joberts, Jr.
RAC T/ﬁ Celia ¥ent

rARIS

Captain Cerard J. lodkinson
1st Lt. Robert E. Spr1n55t¢¢n

WAC 8zt. Doris Yernte

3t .\.,»Il

cardner V. lackherson

h. re Sichel
{« Foyent

ist Lt. P.
z / 4 Armand

EXTA - MEDTO

Cepbain Dgvid (e Creckett
It. (jo) R. Lee Ccvington
2nd Lt. Thomes 2, Vele
tiss Leurs Jo Tellewel:
iss Patricie Jalmsted
vrg, Lorrgine . white
Tiss arete Ulson
Tiss Dvelyn N. Veith

“i“ 1,

- /e

-7 3

tanlic flecevich

ce welicro
milito

Ceuptelin Jntoong;
Rente O

NETO

1st Lt., Nicholas J.
Crl. William Gasperow
i*iss Florence (C. Larson

iss Fvelyn Vo Giovanetti
Viss Pechel Shugers

1"iss Telpi RHose

ISTANRUL

Cantrin John C. Young
T/%gt. rrul Westherill

LGBING -~ Chine

ist It. Chrrles .

Sirte Hotert I, Sundnl
Wt -

Al&\ . L

cere Tz
CHIUIG 1.Il.u

K/Sgt. Earle B, Hiatr

1St 1. LndI‘C'\‘i e la

GSIAL

2nd Lt. Willien . ireff

Davis

T/Sct. Lloyd .

TAYDY =
Ceptein minett L. Ecrels
Ist Lt. T AatehTerd
jeorge M. Tcrel

soYept To eyl

)

t/4 rerles . Jelts, [r.
5,55t e TS

Tige Dleenor MRS et
ige Lemire Lenaett
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S0. WEST BURVA

1st. Lt. Donald S. Packer
Cpl. Robert Jo Shaw

101 - NAZIRA-ASSAM

¥ajor Gecorge D. Gorin
u/ggt, ¥W. 0. Schieffelin
Sgte ¥s Go Black

T/4 Vincent P. Gallagher

MYITKYTHA

P

T/Sgt. Faward S. H. Pendergast

1st Lt. Frank MNangeng
Cpl. Raford C. Price
Nr. Ssmuel Jacob
¥iss Eelen Valerilus

LISBON

e

Paul T. Barris

e

MADRID

N

¥r. James H. McMillan
¥illisa C. Brysnt

Eooa g
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STOCKHOLY

P

¥r, Iver C. Olgen
(Richard Huder)
vigs Nary Fe Thompson

-

BERN

e e

¥re. Thomas F, Bland

e

SAK FRANCISCO

e

Lte (Jg) Williem C. Mackinic !

NEW_YORK

.

Mr. Eo K. Herrill
Migz A. Conway

RESERVE_POOL
(Personnel in Training end Returnses)

Commander Joseph Leete

1t. Donald Solidsy

Captain Joseph Croll, USMCR
2nd Lt. Roger W. Gartner
M/égt. Robert F. Vogel
Arline Knapp

TOTAL PERSONNEL - IN THE FIELD - (75)

As of June &0, 194b
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CONCLQElgﬁ SECTIUN Vi

During the entire period covered in this Histery, from the inception
of the Special Funds Eranch in Januery 1942 through to this date cof termination
20 June 1945, the Special Funds Branch has endesvored to operate as sn efficient
wgervice" unit for all Brenches of 0SS both in Washington and in each outside
theater of operations. It has meintained close lieison with the Director and
the Secreteriat, with the Chiefs of esch and every Branch and likewise with
the vouchered funds persomnnel. Because of the type end scope of operations
both in this country and sbroad for which unvouchered funds were necessary, it
1jkewise proved essential for the Brench to meintain close allience with meny
other govermment bureauss This was of course especially the case in regerd to
the United States Treasury and the United States Department of State. Lisison
has been maiﬁtained throughout with high officials of these (2) government
buresus eni just as we required and obtained their cooperatiocn end BuppoOT Y,
so likewise did the Special Funds Brench offer them every possib’e aid
whenever requested. The same Was true, only to & slightly lecser extent,
in regerd to the War Department, Nevy Depertment, USCC, ovI and other bures&us,

The Treasury, of course, supplied the necessary funds against vouchers
drewn by the Agent Cashiers and EXKENEX its representatives worked with the
Specisl Funds personnel in outside theeters as well as in ¥ashington. Its

nRgKtatTor
officiel§worked in complete harmony with oufﬂbepartment leads and Chiels in
the Field in regard to necessary regulétions, clearances; transfers and
foreign currency purchases. The State Department permitted its use &8 EEARXE
neover" fer Speciel Funds Irench personnel in neutral countries, furnished

the necessary official passports for civilian travel and through its Fmbassy

and Consulates worked in close cooperation with gll operetions. The ANy, and
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on occasions the lavy, transmitted millions of Special Funds dollers to

ell perts of the world for unveuchered roney operations and their naymasters

were closely allied with the Specifl Pmds Lranch Chiefs in all Theaters.

The other govermernt bureaus with which en cllegiance was maintained, aided

the Brench in special cases and were, in tarn, given essistance when end

where desired.

s strted earlier in this Fistory, individual histories cove g
211 outside theaters have either bheen completed or, it is presumed, hoo¢

teen reguested end are “in the vorks". These Theater Coverages, in CCn-

Juncticn with this repert ¢n the Tashivlon Heeldguerters, skeuld, it is

.ov

telievel, pive ns corplete & revort «s is possitle on Srecicl funds Pranch
» b r I IS

ectivities enl operaticnse. lilere endeth: the first lesson; the second must.

le read ty, end is in the laps cf, future Gods.

bl ]

¥or the Chief, ripance Irench

+. Culenel, AUS

[ga}
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(8) ATTACIENTS

e e

1, Generel Statenent Pertaining To The Usape of and (perations under
Speciel fundse

2, Schedule of tinvouchered Funds - Fiscal Year 1942 through 1940

3, Nenorendum - Subject -- Budget 1946.

4. General Orders - 37 (Supp. 2) - &1 - 73 - 79 - 9 (Supps 38) and
General (rders series 75 - 1 through 13e

Se Foreign Currency working Hates (tccounting end Auditing Department .

5. ‘miform iccounting Procedure with Semple Bcoks (hecounting and
faditing Department).

7. Copy of memorandum from Blgel ow to Rehm with paraphrase of telegram
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