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Exhibit 1
Background of Stonehill Proceedings
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Exhibit 1(a)

Memorandum dated January 10, 1962, from Robert Chandler, Revenue Service Representative in
Manila to C. I. Fox, Director, IRS Office of International Operations.
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Consul General here who toek a statement from him and discussed &t with the
Minister before it was referred to FBI. Thus several elements in the Fmbassy are
already thoroughly familiar with the informant's information and many of them are
aware that the best, if not the only, attack which can Le made on Stonehill ig
through I.R.S. It is therefore posaible that State Department, or possibly Justice,
may be seeking discussions with you on thig case in the near fut .

As you know, this office has long been of the opinion that voluntary compliance
in the Fer Fast ias highly unsatiafactory and we badly need publicized case action
to create an effective and necessary enforcement image, Cases which we have
forvarded and suggested for this purpose in the past have not reeeived this action
and for one reason or another have not met requirements, Stonehill's case is
apother and possibly the best case for this purpose, too, However, if you are not

CONFIDENTIAL
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Exhibit 1(b)

2/19/62 Memorandum from J. Genau re Fraud Against the Government.
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‘FD-204 (Rev, 3-3-19)

L TED STATES DEPARTMENT OF _JSTICE
FEDERAL BUREAU OF INVESTIGATION

Copy to: USA, Vashington, D. C.
Attention: AUSA FREDERICK G. SHMITHSON
Repart of: JOSEPH A, GENAU (&) Oltice: Washington, D._ C.
Date: 2/ 19/62
Field Office File No.: 46=T7400 Bureau File No.:
Titler REPUBLIC GLASS CORPORATION

MARILA, PHILIPPINES -

ALL TMEORETATION CONTAINED

HERELY i3 UNCLASSIFIED -

Choerer. FRAUD AGAINST THE GOVERNMENT DATE 13- 19 BY SR/ ¢ skfodl —
3--4s5— SF15 8706 n

Synopsis:
Mr. MENHART SPIELUAN, former Executive Vice President and General
Manager, United States Tobacco Corporation, a Philippine
corporation, in sworn statement dated HManila, Philippines,
12/29/61, stated HARRY ST\STONEHILL, Chairman of the Board
of Directors of abote.corﬁbration, holds 50% of stock and his

1
' =ssociate, ROBERT PXBROOKS, President of above corporation,

holds about 35% of SBock; that both are American citizens and
both have very wide interests in Philippines and elsewhere, :
among these interests is Republic Glass Corggggtion,“yaﬁila;éﬁajp;L
that STONEHILL is President and Wanaging Director of Republit ~ '~
Glass Corporation and ROBERT P. BROOKS is a Director of latter
corporation; that it was SPIELMAN'S understanding that a
-~ spbstantial loan was obtained from International Cooperation

Administration (ICA) to help finance Republic Glass Corporation;
that the contract for machinery, installing and putting Republic
Glass Corporation into operation was with a manufacturing

expert from Philadelphia named SCHMIDT; that by his contacts

" with officers and Directors of Republic Glass Corporation they

have doubts as to financial arrangements made by STONEHILL;

and possibly 50% of cost of equipment was rebated to STONEHILL

' by SCEMIDT for the contract; that arrangements with SCHMIDT were
through IRA BLAUSTEIN, General Manager of Universal New York;

that STONEHILL continues control of Republic Glass Corporation
through management contract with Industrial Business Mansgenenti
Corporation, another STONEHILL interest. In addition SPIELMAN
stated he discovered that STONEHILL and BROOKS were running an
illegal business operation costing Philippine Government millions

of pesos in taxes due. The Internal Revenue Service, Inter-‘’
national Operations Division, has info 0

T : document contains ceither recommendztions mer conclusions of the FBL It js the property of the FET ané is loaned to your ageney: 3 and

118 comicni: nre pot o oe distribnted oulside your mgimer.
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UF0 46-7400

Instant case was presented to Assistant United States
Attorney FREDERICI G, SUITISON at dashington, D. C., on
February 9, 1962, and he rendered the following opinion:
? -
myith reference to allegations of possible FAG
violations against Republic Glass Corporation, !lanila,
Philippines, !ARRY S, STONEJILL and ROBERT BROOLS,
individual subjects, it is the view of AUSA SIITIHSOH
that any possible violation of fraud against the
Government is so attenuated as to not warrant
prosecution for the following reasons:

"The allegations are that the individual subjects
STONEIILL and BROOKS control 2 glass corporation which
arranged through the Central Dank of the Philippines to
obtain 2 loan to begin a glass nanufacturing plant to
be known as the Republic Glass Corporation in the Philip-
pines from the Export-Import Bank of ashington. It
is acknowledged that certain of the funds of the Export-
Inport Bank are supplied by the United States Government.

npurther allegation is made that utilizing a
company by the name of Arthur ¥, Schmidt Co., which
furnished the technical instruction and assistance
for the operation of this plant, and utilizing a
corporation Lnown as Universal of New Yorl, kick-backs
on this contract were made froa the Schmidt Co. to
Universal and thence on to the subject STONEHILL,
who controls the Universal Corporation. None of the
records regarding these corporations are in the
District of Columbia. -

"1+ has been learned that the I.C,A. officials
in the Philippines sit in with the Industrial Develop-
ment Center, an organization which allocates the funds
loaned to the Philippines under the Export-Import Bank
and thus protects the intersst of the United States in
the disbursement of these funds. In essence, the
contract for this glass corporation involves $1,300,000
of approximately a ten-million-dollar loan made hy the
Export-Import Bank to the Central Bank of tue Pnilip-
pines. No direct negotiations between the Republic
Glass Corporation or STONEHILL or BROOKS or Universal
of New York or SCHMIDT of Pennsylvania were held with
the Export-Import Bank. Thus, if any fraud were g
perpetrated on this contract, it would seem more
appropriate such fraud to be false representations

-9 -
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WFO 46-7400

in the Philippines and should Dbe considered there
for any prosecutive action.

"I1% is-noted that the subjects STONEHILL and
BROOKS are both United States citizens and that the
Internal Revenue Service in the Philippines is
already interested in these iadividuals. Therefore,
it is suggested that that service be advised of ny
opinion and that they consider an audit of the
corporate records of Arthur V. Schmidt Co. of
Pennsylvania .and of the Universal Co. of New York
to determine if in fact any funds were transferred
to the Universal Co. of iiew Yorlk which can be traced
in turn from that company to the subject STONEHILL
and considered in the nature of a rebate. 3hould this
be the case, the subject would at least be subject to
possible civil tax penalties if not criminal evasion
charges.

"It is not believed at this posture that the
evidence discloses any violation of 18 U.S.C, 1001
for prosecution in this district.”

- 10% -
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Exhibit 1(c)

March 7, 1962 letter from R. Miller to A. Chayes
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F.
BIM:CICitms 3
z 46-16-Toh  o. ' March7T 1ge2
M YYPED ;
bie. 3
9, Mr. Abren Chaves
62 Legal Adviser
Department of State

Washingten 25, D. .
' Re: Republic Glass Corporaticn
Mapils, Phi.uppineﬂ:
Barry S. Stonchill

Deaxr Mr. Chayes:

Reference 13 mads to FBI report dated Yebruary 19, 1962,
Office of Security and

&t Washington, D. C., reforred to your
copy of a telegram you referred to the Attorney (eneral dated

February 12, 1962 from Hong Komg, Control No. 6714, in connection
vith the capticned aatter.

Although the United States Attorney's Office, Washington
D. C., has declined prosecution, we are requesting n'xrther ’
investigation into certsin aspects of the case. In this comnection,

it would be sppreciated 1f, through appropriate ehannels, infor-
aation the Philippine Governuent's investization

through
of the subject's activities could be obtained.
Your assistance will be greatly appreciated.

e Sincerely,

HERBERT J. MILLER, JR.

‘ssistant Attorney General
Crininsl Division

RECORDS . Y _ " By:
UHRORO . tc VR : N.TRARIEL E. KOSSACK
. i ey Chief, Praud Section

MR, CARROLL ~_ e,
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Exhibit 1(d)
5/12/67 Memo from SAC New York to FBI Director J. Edgar Hoover
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.Tranamit the fpllowing in PLAIN TEXT
' (Type in plain text of coe)
AINTEL .

TO t DIRECTOR, FBI (71-5033)

) _RON' $ SAC, NEW YORK (71-860) P

SUBJECT: HARRY SOLOMON STONEHILL aka; ET AL
BLA
(00:NY)

Re report of SAA ROY L. ARNOLD, JR., dated 4/28/67

at NY.

USDJ
| On 6/11/67,/WALTER R. MANSFIELD, SDNY, advised.
. |. - AUSA PETER E, FLEMING that he has returned a verdict of

acquittal as to IRA BLAUSTEIN, KAI HEKKER and Universal ﬂ[,
Ty | -

New York, Inc,

Report follows,

1. INFORMATION CONTAINED\ Rec 10 /. Coda
B NERAN 1S UNCLASSIFIED A e Z/._ff_aat
€ DATE.1223179BY s ki) Eeiay ; g

Bomes I ,
e !?
c?iriﬁéi . W ' |

- GauA.)

.3 MAY 15 1967
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