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Diet Judae (?) tell 7011 what I told him about Bel.g1ua t 

!bat the Belc1ua bank offered you aoae golct. 

Yea{ tbat'a 1"1&ht. Well that '• right - I ~uat wanted 
to et TOll lmow because I thought 1 t we.s 1nterestJ.nc. 

Bow •ch are theT otfar1~? 

Be ~Wit apoke to • about your cont1mled interest 
in our - the thin& I talk to you about - about gettlD& 
aoubody on the bond bus1.naaa. 

B. !l. Jr: Yes. 

He. aucgeated that I giYe 7ou ~report that I 
started to explain to h1JD. 

B. M. Jrz Yea. 

R. M. Jr: 

You !mow ho1r I feel about i t and I had to change 
liT 111.n4. 

Yea. 
haa 

The 41tticulty/been thia - I'n been doln& a lot ot 
work on 1t. 

B. 11. Jrz Yea. 

There are two d1tferent types of men that we aight 
ban in 111n4. M,y tirat thoucht was to get a 
technician - a fellow ~o had been a trader &Dd lmew 
the bond aarket as an oper ator troa the be&1nn'nc -
troa the ground up. 

H. ll. Jrz Yea 

An4 such a aan 1s Garner,for instance, in the Guaranty 

B. L Jrz Yea. 

•ow I'Te talked to the heads of two or three bank• 
an4 eo• of those Mil and they all say, includ1nc 
Garner and Potter &D4 BeJDOlda and the rest with 
11h011 I'n talked that they th1nlt I won't get what I 
want by aettlD& such a technician because their 
oa17 Yalue - I .. an Garner'• obly value to thea 
11 his continued tradlll& in the aarket. When 1t 
co .. a to here be stope tradin& and, therefore, he 
loses that Y~ &D4 he hasn't got anything other 
tllaD 11bat n•n alreaq got in the bank and tbey 
all -cree to tbltt Ouner hiuelt aaya tor instance 
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1t I should coate here I would be a fish out of 
wat er becaue I - my only interes t is trading 
aDd he said my only value to the bank i s that I 
am continually trading . 

H. II. Jr: Yes . 

He says I finally think I could be more use to 
you where I am than doing that. 

H. 11. Jr : Yes . 

H. II, Jr: 

H. II. Jr : 

H. II. Jr: 

H. ll. J r : 

H. )( , Jr: 

And I thi nk that method of solving the problem 
1sn1t ~ good . 

Well I'd like to t4llc to you about that because I don't agree with hi m. 

Well now wait a minute - the other thing I had 
in mind was an entirely d.i .fferent type ot .an 
who would be more senior in rank, who has been 
born and brought up in the market, so to speak -
knows the whole money market, stock exchange, 
bonds , corporate bonds and everything else like a 
partner i n some of these firms . 

Yes. 

And I found him when I reached these other fellows 
about my first thought. I found it on the second 
theory and I think that that ' s the best theory 
myself 1t I can get that man. 

Well George I'd like to talk to you about it so~~~etime . 

Well I ' d be glad to . 

We've got all these Home Owner Loans and all these 
Farm Credit bonds to sell. 

Yes . 

And the thing that I'd like i s a fellow who wants 
to c~e up from the bottom, you see? 

Yes . 

U B. II. J r: Because you take Lochh~ad here - - -

Yes. 
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It's not coming out of the treasury? 

Well I think some ot it is. 

What? 

I think some ot i t is 

Well 70\1 may--

1 P '"' --b 

~t I'll talk to 7ou about that sometime. ~t as 
a metter or interest I think some ot i t is. 

Alright, George. Well I 'm Ter,- much interested 
because rou're handling millions and millions ot 
dollars tor us. 

Yes. 

And I'd like to see somebod7 there now. 

Well 70U know how I teel I - ---

Well the suggestion came or1g1nal l7 trom rou. 

SUre. Sure. 

Alright, George. 

And I think we'll do a prett,- good job for rou. 

tor the week or 16,000 

Yes . 

That ' s tine. 

I t hi nk things look a little bit better - I was 
talking to Rosen (f) and all our figures indicate -
the last figures ot last week - that ther're 
running ahead eTen ot the seasonal t.prOTements. 

Alright George. 

Well I'm going to be down there on the 12th and 
and l!th so I'll ••• 7ou then. 

Right. 

Good by 

Goodbf 
Regraded Unclassified 



( 

11. 11. Jrr 

B. 11. Jrr 

B. 11. Jrr 

B. 11. Jrs 

H. ll. Jrs 

11. 11. Jrr 

B. M. Jrr 

H. 11. Jrr 

l l 

- 3 - 187 

Be doesn't trade &nJthinl but the r eason Lochhead is as good as he 1s i s because he was a trader. 
Yes . 

And the taet thnt he was a trader, he can analyze a lot ot these things that these people are doinl. 
Yes . 

~t we cou1d han an econoll1st sitting here aDd he wou1dn't be a damn bit ot use. 
Yea, but the other fellow that I had 1n mind will be able to do that. 

Well the onl7 point that I atreaa I'd like to haYe a f ellow Who did haYe the trading experience, see? 
Yea. 

I mean he -.y be a partner to-day in a big house. 
Yes. Well that's what I'm working tor as a matter ot fact and I haYe such a aan in mind and I immediately tried to get in touch with hia and found out that he'd gone abroad. Wow bet a colling back next week. 

That' s time enough. 

So I'll see him next week When he gets beck. 1(y d1tr1eu1ty i s it will be nry llalii to get such a aan as that to leave t he partnership and coaae into the bank when there's all this bad talk about doing away with the Federal ReserYe Systea. 
Who talked about that? 

Well you see it in the newspaper eYerfdq. 

WPll I don't mow Where it's coming troa. 
Well I•ve got suspicions where so .. ot it's coatng troa. 
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November 7th 

I spoke to Chip Robert too~y in regard to the locution 
of golo . Re told me that he hao discussed it with Colonel 
&rry Roosevelt and Me~cllrthur . I suggested thu t they have 
lt at Denver and W~shington a na u third place t o be some­
where in the /.llegheny Mountains , to be selected by the Army 
und Navy . 

November 8th 

Dr . rcis culled me and s a id he attended a dinner last 
night in N. Y. of the Forei gn Rel&tions-Committee a nd Sir 
George :>chuster W~>s present , big mining interests and !.!r . 
Leffingwell o f' Morgan's . 

The chief consensus of opinion was that us long as the 
Unlted Stt> tes government wa s gotng to go ahead with their 
program that the interests thil t this group represented 
v.ould hold buck their s i lver f o r higher prices . Sir Ge01·gc 
~chustor co:-. ~ ,·~!:; t~.e 400 million ounces of s i lver for the 
Indi~ &overnment . 

- November 14th 

Mr . !lorgentbl:.u c..sked the questi on as t o whut v·oul d be 
the estimuted cush balance uvuiluble on March 14, 1935, if 
we borrowed ,.1500 , 000 , 000 in new money on December 15th. 
B<~sed on the e stimate of the c a sh balance on March lst of 
~478, 000, 000, Bell sate tha t he thought the balance on 
r.larch 14th would be somewhere bctv:een $:COO , OOO , OOO t. nd 
v300, 000,000 . Mr . Morgenthau immedi a t ely saio that this 
n~os too low; t hu t he did not v1~nt t he ba lance t o run 
muteria lly belov: ~1,000,000,000; und t hat in view of Bl'll 's 
Pstimates , he wou!d insist upon raising at least 1 billion 
dollars of new money on December 15th. Mr . Coolioge s uid 
th<:.t he had in mind r a i sing new funds amounting to ~5oo, ooo, ooo 
on December 15th und r&ising the o ther ~500 , 000 , 000 or wha t ­
e ver me.y be rE>q uireo to keep the balance c. t ubout 1 billion 
dollurs , thr">UP.h the issuance ">f 'l'rea sury bills , roising the 
pr es ent weekly amount of $75, ooo, ooo to $loo, ooo, ooo or 
..,;l<o5 , ooo, ooo . Beli then c..sked the Secre t ary 1f he would be 
~illing to have interim financinr , s &y on Feb. 15th of 
.. Eoo , ooo , ooo . lie said he dio no t w~nt to devi~<te from the 
1uarter l y financing !:.nd that he did not want to increase the 
weekly umount of Treasy bill offerings beyond ..,75 , 000, 000 . 
lie S!.dd it wo uld be his policy, unless strong reasons were 
pres ented for chunging such policy, to do the m!l j or f'in!lncing 
on quarterly tux dates und hc. ve no fw·ther increase in the 
weekly ~>mount of 'freus ury bills exec pt in <m emergency. 

!Ar . Coolidge is t o be in New York tomorrow, Nov . 15th , 
t o cisc uss in a general 1:by the December 15th financing . l!:r . 
Morgenthau tolo him that in discussing these mutters he 
~noulc be guic ed by this policy . ~r . Cooli oge stateo tnc..t he 
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thought we mi ght huvc u compr.ruti vely ee.sy t i me ru i sing_ 
..;500 , 000, 000 of nev• funos on Lece'TibPr 15th a nd 1. t the same 
lime offer· u long-term Tre<-sury bond l"ith a coupon not to 
t xceed =' 1/4)!, . I f , h">r.ever , the aoount of nev: fW10S i s 
incre· sed to 1 billion c'.)llurs , l"e mi ght lw.ve a very 6iffi -
cult timt> in -:>fferint: 1. bone issue . lie asked !Jr . 
11orgenth:.u if 1 t were found to bE' more or l ess impr·ac ticable 
to tmve 11 bond i ssue , would he c~.<r•e so much c.bout t he r a t e 
to bo ,J!•l<1 •)n the sh-Jl' t-term 1'1 m. ncing? 1lr . Mor gonthau sai d 
he v•&s no t w<Jrried '-'bout the r ate on the shor t - term f i nanc­
lne , but st.i6 he \'.ould like to h!.vo , if po ssible , o f i ve­
year n<Jte so ~s to eet by tne pcrloo of' the l&rge floating 
cebt n'>w f:.cln;: us . He said this was in line v:lth the f l ve­
yec.r m~.<turicy on Junt: 15, 1939, .. nu this woula como on 
1-ecember 1~ , 19="9 . Mr . Coolicge stutea t hat 11' we come out 
on !Jecomhcr 15 and usk lor 1 billion dollar s o!' Long-ter m 
bonos , it mi ght be taken -.s " " i ndication t hut there wras c. 
:nuch-impt·ovea buaget sttu..ti'>n, ~;no he a i d not thlnk the 
&ecret~;ry sh:>ulc cret;, te this i mpression. Mr . ltorgenthliu 
s"-io , of course , th1.t he a i d not "t.nt to oo this , ~nc. if 
he tnoUbnt tnere v;«S o~.<nger of tnis, v.e shoulc h:..ve sn<Jrt­
~;erm lin:..ncing or :..civiSe the bunke1·s -Ji' the cxuct situation 
v•i t h re~:..ro to the buaget . He told hi m thb.t ne might in­
c.icate to ~;ne bankers that the bUdget woulo be practic~lly 
bal«nced except fo r expenditw•es on (..Ccount of relief ~nd 
public works . 

Mr . ~orgenthb.u w&s very emphatic ubout v.unting a 
three m;,ntn 1 s su;>ply )J' money Jn h·.no sh:mlc tony crisis come 
up . He remineea the men that \\hen h"' 1irst c<a.me to the 
Tr eusury they pai a 3)< for " 13 months note una he die not 
n.nt to hove to go 'tnru th:.t agt~in . Cooliage tried his best 
not t o borrol'l more th&n $500, 000 , 000 · so trot the balance 
couJ.a be low and then it would be e~;sy to sell his ;)Q year 
lonf t~rm bonds . 

November 14th . 

Thinss acc?mpli sheo by ii . IJ. , Jr· . during t he v.eek of 
1\0\ • 1:.. th . 

1 - Eccles maC'e Governo1· 1lf the l-'eocr:..l neserve 
<:. - Home Owners ' Lot~n stopped makinll new l oans 
? - nrr:..nged !'or the Comm i ttee of t..enoing 

•·gencies of which 'i . IA . , Jr . wt.s mude Ctw.lrman 

November ;,lst . 

"-' Llr . Mor genthau c;.llec HQ. r ry Hopki ns from Sc~o Ish.nd 
Bec.ch, Gu . ~..tnd t old him tha t be could onl y get .;:no,ooo ,ooo 
r el1e1' money for De cember a na Hurry Ho pkins wanted • .n~s ,ooo , ooo . 
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Good morning Bill. 

Yes Hemy. ~ 

Do you know Preston tellano over at Home OWners' Loan. 

•o I don't. 

Oh - he's General Manager over there? 
I've met him - he ' s . the General Manager - the President? 

•o General Manager. 

I've met him but I don't know him well. I think Hill might have been in touch with him. 
B. M. Jr: Who? 

Bill. 
H. M. Jr: Well I wondered what they thought or his ability. 

I 111 call you - can I call you back? 

B. •· Jr: Will you do that? 

I will - Henry 

B. •· Jr: Yea. 

B. w. Jr: 

B. II. Jr: 

H. M. Jr: 

B. M. Jrr 

Are you going to be here in the morning or don't you know yet. 

Well, Bill, don ' t think I'm trying to put it orr. What I'm trying to do is this. 

You can play sate with me. 

I've got things I'm trying to clean up. I'm going away Pride;y night. 

Yea. 

ADd these people that Irm working with are something that I have to clean. 

Yea. 

Have you got so•ething that i s worrying you? 

I 
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No nothing terrible. When are you coming back? 

1 111 be gone j ust a week. Wel l I ' ll call you 
tonight . I ' d like very much to walk with you but 
seeing these peopl e that can' t wait - that ' s the 
point. 

Alri ght, Henry and if I - ---

You keep yourself open tomorrow and I ' ll cal l you. 

If it doesn' t suit, I ' ll wait till you come back. 

Thank you Bill . 

Alright . 

H. 14. Jr: Good-by. 

November 14, 1934. 
Wednesday. 
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Col.· L: 
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Col . L: 

H. ll. Jr: 

Col. L: 

H. II. Jr: 

• Col. L: 

Colonel Lindbergh speaking. 

This is Henry Korgenthau, Jr. 

Good morning sir. 

How are you. 

Fine thank you. 

192 
, t 

I 1ve got Mr. Irey here in the office with me and 
we think we can work it out to let you have Wilson 
for the balance of the month . 

Well I think it would be perfectly great if you could. 

Yes and I think around the first of December why we 
can send him up there and let him work with 
Schwartzkopf. 

I think it ' s perfectly great. 

Yes. There ' s sort of a lull in the other case now. 

Yes. 

And- --

Well I can' t tell you how much we appreciate that 
if you do . 

Well it can be done. Do you seem to be making 
any progress? 

I ' ve been on a contract for three or four days. 
I think I've got things fairly well in hand. 

Well Wilson will be up there Monday. 

He' ll be up here Monday. 

Yes. 

Well I think that ' s perfectly great . I can't tell 
you how we appreciate it. 

Well we're glad we can do it. 

As I ' ve told you many times your Department has 
been 100~ a.ll the way through - they've been 
wonderful. 
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Well he'll be up there Jlonday, and I hope he ' ll 
be ot some use. 

Fin.e. Well I know he Will. There has never been 
a time when he hasn't. 

Alright. 

I wish you ~uld please give Mr . Irey my best regards. 

I will - he's sitting right here. Good-by. 

Thank you very much. 

You're welcome. 

Good-by 

November 16, 1934. 
Friday . 
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Dictated Nov. ~7th 

Telephoned the President yes t eroay and t olo him that I 
t hought we were plc.nnirg to do everything possible t o hel~ 
Jc.pan. We were doing it thru - one , not coming to un c.gree ­
ment with hussia a bo ut her debt to us and thus pr eventing 
our doing business with_ them 1.1 nd - two, thru the increased 
price of silver we were seemingly deflating China . I told 
him tout silver wa s being smuggled out of Shanghui a nd be ing 
sole out of Hong Kong . I r eminded him that he t old me a 
couple of v.·eeks ago tha t he wanted the price of silver to 
be 64}¢ by the time Congress met . I asked him i f he would 
be satisfied 1f I did not bid &bove 55¢ for silver for the 
r e st of this week until I had a chance to t a lk wtth him and 
he said that that was o . k . I then said I w&nted him to 
think ovet· the idea that we would tell China thl.it when silver 
r eached 64!¢ that we wo uld try to sta bilize it a£ that point 

·und that I would try and sel.L this idea to the stlver block 
senators showing them t hat contrary t o their pr ognostications 
ow export bUsiness with China hus been fuliing off . (Dwing 
t he oay I learned that while China ' s impor ts from the l.Jnited 
l:>ti.tes were stead ily dropping , their imports from Gr eat 
Britain and Japan were steadily rising . 

Walter Li ppman called . He had seen the l euo ing rrench 
f i nancie r s . He gave me a new id ea - namely , t hat we announce 
defC~.cto stabilization at 4 . 86 and we would stuy at that price 
un~ess Grout britain or Japan should devul ue their currency 
under 4 . 86 . In that case we would lower ours . He f elt that 
the advunt«ge oi' this move would be tho. t 1 t woulc give the 
rest of t he world confidence t hat the grea t hoc.r d ing of gold 
.,..oulo ce«se; that gold would come out of hoarding bnd go into 
business ~nd conseq uently r a ise the gold price of commodities; 
bnd that if England did not bgree it woulo let t he worlc know 
tnot it WbS Englbnd who WGS holcing back r ecovery and not the 
United States « S the res t of the world wants people to be-
l ieve . Lippman sai d the next move was t he President's buiget 
message a nd that if this showed a balonced bu:iget plus money 
for r <;!liei' , provided the totul a mount asked for was less than 
in his prevtous budget message, that this would be such a 
stimulant to business th&t w~ would be definitely on our way . 
1'hat subsequent t o the President ' s buaget message "e should 
then make this move on defacto stabilizati on. He sai d tell 
the English you were going t o do it beforehand but do it. I 
explbined t o him something about our problem with rel i ef and 
said that the way I looked at it we needed a new high bred 
a nimal which would be a cross betwan public works and relief . 
He l iked the idea. It would be int~resting to see H he uses 
it . I expla ined that the trouble with publi c works was that 
they did no t take people off relief . · I d i d not got into any 
f urther explttna tion but ·I d id let him know that I had been 
spending half qf my time on the relief problem. I also told 
him and hope that he would use it that China 1 s troubles began 
the day that l:.ngland went off the gold basis • 

• 
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November ~7th 

Chester !Javis 11na ldcl-onnell culled about their dea l 
wi th t he Caplans a nd that they should distribute the 
mol~sses that the n . ~ . A. would buy from Porto Rico a nd t he 
Phi l t ippines. The propositi on is to l et the Caplans sell 
the molasses t hey now have on hand a nd distribute it in this 
country !iS sole agents for t he U. S. A. and three or f our months 
later replace this molasses with Porto .Rico Hnd Philippine 
products . I t old Davis th!it if he formally asked the 
Tr easury to o.k. t his we would h~ve to say no because the 
Caplans were under gr ave suspicion as suppliers of molasses 
to bootleggers, and I strongly aovised him not t o enter into 
a contr ~tct v:ith them. He sa i d there is no one else ~1ho 
cou1o do the business and I said that is too bad , but I think 
you ·are making a big mistake. 

Tha t afternoon I had the first meeting with the lending 
committee . The only import ant decision made was thut all 
banking legislati on should clear thru this commi t tee. Every­
bod~ l iked the idea except Eccles who had formed his own com­
mittee !1lld wanted things to clear thru him as far as the 
r ederal Reserve ,,ent. 

J.urley· lunched with me am told me the following s tory 
which he swore me to secrecy. It seems that Si ssie Patterson 
had dinner party at which she invited Mr . & Mrs . Ickes, Jimmy 
!Joffett and !.Irs . Uoran . Ickes got to talking to her and told 
~rs . lloran what a great f ellow he was and she kept t elling 
him that she ha<i never heard of him 11110 had a gr 101d time kidding 
nim. Ickes tnen asked Mrs. Moran to go for a walk in the 
garden und I ckes t ried his best to date her up. Mrs. Mor a n 
continued t o kid him . He had no idea who Mr s . llorlin was . He 
t old her that Glavis of his outfit could find out and then 
proceeded to t ell her all about his troubles at home a nd how 
Mrs . Ickes did not unders t and him ana all of this to a com­
pl ete stranger . &.ving found out who Mrs . Mora n was he con­
tinueo to call her up on the telephone a nd t ried to get her 
to let him come up to her house to see her . ~he wunted to 
f r ame Ickes to scare him and as a Joke more or less, but 
Moffett would not let her . Farley says that this fight be­
between Moffett and Ickes naturally is deep.er than on the sur­
face bect.use Moffett di d not like the idea - to use Farley ' s 
words - of having I ckes date up his girl . Farley says that 
he has had this story from both llloffett and llr s . Mor an and 
believes it is absol utely t rue. 
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llov. ~8th 

Yr . Morgenthau asked the President whether he could invite 
Colonel Lindbergh to be technical advisor to Peoples who 
is central purchasing agent for all planes - provided 
Lindbergh has no stock in any company . The President said 
he did not like i t. 
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H. M. Jr . saw Sir George Schuster at 9:45 this morning . 
As a private individual he came to see Mr . Worgenthau. He left 
India in May. He said he is not interested in money making and 
wants to be free to take up other questions. He said he was 
tracing out where all this expenditure is actually going to because 
he felt that with the money that we were spending it must begin 
to fill up the bottom and start the rising tide. Because of our 
expenditure there should be a greater rise in business than there 
is . Mr. Korgenthau said that people are constantly interpreting 
things incorrectly like Parker Willis for instance. He gets 
mis-information from New York and it goes to London. We make our 
decisions in the Treasury without consulting VIall Street and, 
therefore, no one group makes a lot of profit out of information 
they get from the Treasury . They get the lnformation the same 
tlme that anyone else does and, therefore, the lnformation that 
they send ahead of time to London i s incorrect. Sir George said 
that in England they had a method of consultation which i s unique. 
They have a tremendous public spirit amongst the leading bankers. 
The Governor of the Bank of Englandj ' Norman, goes to the Treasury 
and has very close contact. H. M. r . said we do not have lt now 
but it is coming. H. M. Jr . said business I s too optimlstlc. 
Most of the wealth is in the agrlcultural sections. The south is 
richer than it has ever been as a result of cotton and tobacco . 
B. M. Jr . told Sir George that the President said his i dea was 
that there was a lot of filling up of holes before the level 
really rose. People were first discharg1ng old debts. First t his 
takes place before people can buy. Sir George said that he would 
have a series of questions to ask Mr . Morgentbau . Mr. Morgenthau 
told him t o send them in and he would answer those that he could 
and if he couldn't he would say so. Some of the questions Sir 
George wanted to have answered were: 

1 . How long can the country stand the over-spending 
more than you are raising 1n tax revenue? 

2. On what scale bas it been proceeding? 

3 . Will it increase? 

4 . How long can you safely go on? 

Sir George said according to what we are doing there is 
nothing to worry about a.nd B. 14. Jr . said according to what 
England is doing we are doing comparatively little. 

Mr. Farley telephoned Yr. Morgenthau and said that he doesn't 
want anything done on Federal Deposit Insurance until he returns. 
He is particularly disturbed about McKee. 
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J4y dear Ur. Secretary: 

RED HOUSE 
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November 22, 1Q34. 

l n accordance with your 1net ructione, and accompa­
nied by Ure . Klot~ and Ure. Forbush of your office ~~d a 
representative of Ur. Hopkins, the writer visited the re­
habilitation project in Putnam County West V1rg1n1a, on 
November 20th. The inspection was ~e under the guidance 
of ~. Ueanor, an Architect of Charleston, West Virgi.nia, 
who designed the project and is now directing the operation. 

The following report is baaed on the writer's observ­
ati ons and on data furnished by Ur. Ueanor. 

The Property consists of approximately 2200 acres 
located about 27 miles West of Charleston, on the North 
bank of the Kanawha River. A branch of the New York Cen­
tral Railroad and a main East- West hi ghway parallel the 
r iver and pass through the developed portion of the prop­
erty. The railroad station and poet office are now loca­
ted at Red House about two miles East . 

Seven hundred acres of level land extending a long the 
river are b eing developed as the site of the project; the 
bottom lands adjacent to the river being reserved tor the 
community farm and the home sites being located generally 
North of the highway on the slightly higher table land. 

The adjoining country passed over on the trip to and 
from the project presented no evidence ot agricultural or 
industrial development . The tew hamlets were of uninvit­
ing appearances . I mmediately West of Charleston are sev­
eral large industrial plants. 

The cost ot 
the project site 
per acre and the 
per acre. 

the property is reported ae $56,805.~!­
being estimated at between $300 and $400 
northern or hill portion at $1.00 to $5.00 

The Project conaists ot one hundred fifty (150) home 
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s ites ot approximately 3/4 acre each and on which there 
are being erect ed a house and a garage. The houees are in 
various stages ot construction; one being completed, the 
majority completed on exterior, and several in t he earl,y 
stages ot construction. All garages are completed and in 
use as temporary store houses. 

The orig1na1 buildings cone1et ot a very old brfck 
house used u the executive offi ce and a large barn ueed 
ae the wood working plant. There are several temporary 
barracks and sheds tor housing the workmen and the equip­
ment . 

Roads and utilities are in place or under conetruot­
ion as desoribed below. 

The. land reserved tor 
limed and seeded with rye. 
and worn-out . 

A coneiderable amount 
around the home s i tes but 
planting is contemplated. 
needs improving. 

tuture community ! arm has been 
The eoil ie reported ae sour 

ot grading has been completed 
no fertilizing, seed~l or 
The soil ie dry and 11Silt and 

The ~bor, in general consiets ot men on the reli ef 
rolls-o! t e eurrounding counties who are traneported each 
Sunday to the eite, housed in barracks during the week and 
returned home the following Sunday. The loss ot efficien­
cy on account ot thie • turnover• ie somewhat overcome by 
placing theee men 1n groupe under a small number ot compe­
tent mechanic& who are employed continuously. 

In addition, there i e a group ot men who have been se­
lect ed as the 1home st eaders• . This group is g iven contin­
uous employment and all wages earned above the m1n1mum 
amount necessary tor the support ot their tamiliee are ap­
plied toward the rental ot a home on the property . One man 
i n this class told ot an investment ot $450 . 00 1n a home by 
this method. 

A small adcinistrative stat! directs the operati ons. 
The arrangement& tor temporary housing, mess, sanitation, 
and health are excellent. The enti re or ganization appears 
e!!ic1ent, consci enti ous and enthusiastic. The labor was 
well di stri buted and there wae no evidence ot loat1ng. 

All workers are paid the union scale ot wages wh ich 
varies from 4!¥ per hour for coro.mon labor to $1.331 per 
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hour tor maeons. The payroll to November 8th is report­
ed as $180, 638. 00 ot which $02,680.00 was paid to reli ef 
roll labor and $87,958.00 to non- relief roll, transporta­
tion, designing, supervision, etc, 

Plant ~ Eauipment for construction purposes appear 
to be adequate, and have been procured bath by purchase and 
by hire. There is a concrete bleak plant and a small saw 
mill 1n operation, Bulk materials are unloaded trom a r a1.l­
road siding or from river barges. 

Uateria~s f or construction are secu.red within short 
distances, -inders for concrete blocks are obtained for 
cost of freight . Road materi al is slag from burnt out coal 
mines. A small quantity of sand is obtained on the property. 
Lumber is shipped i n as mill stock and is pre-cut at saw 
mill on the property . U1llwork is shipped ' knocked down1 , 
About $180,000. 00 has been expended tor materials to date. 

Deei~ ~ Construction methods have been carefUlly 
studied an , in general are satisfactory. The general plan 
and engineering are good, The design of the houses has 
been developed from a unit plan but sufficient variations 
in size and treatment have been used so as to avoid monot­
onous repetition, although all houses are constructed of 
i dentical mat eri als. lith ordinary maintenance the life 
of the houses should average 15 to 17 years . 

The houses are all one story and open attic, varying 
from a living room,kitchen and bath to a living room, kitch­
en, bath and two bed rooms in the first story. Additional 
variations are obtained by increasing the dimensions of the 
kitchens and bed rooms, All houses have a very small cellar, 
a porch and a det ached garage . 

The foundation and first story walls and the first 
story partitions are of concrete blocks. The exterior faces 
are brush coated and spray coated with cement and the in­
terior faces are 1 sk1n ooated1 and trowelled with a tinted 
cement . 

Floors , roots, gables, and porches are trams construc­
tion, with all main roofs and gable walls insulated, Roof­
ing is elate coated paper shingles i n a variety of color. 
The m1.llwork is reduced to the minimum; no plastering is 
used; but little painting is required; and the hardware and 
lighting fixtures are of the utmost simplicity, 

The plumbing is of good quali ty and grouped to secure 
economy and accessibility of piping, l ater heating is de-
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signed tor ga.s and ga.s stoves for cooking are contemplated. 

No heating equipment is used; each living room has a 
fireplace for coal, wood or ga.s and provision has been made 
in chimneys for etove pipes . 

In general, the construction hae been pl anned t o ee­
oure the greatest economy and to provide a t ype ot house 
euited to the abil ity or the labor and t he needs ot the 
typi cal taaily or thi s locality. Certain apparent detects 
were noted: 

(a) 

(b) 

( o) 

(d) 

( e) 

Exterior walls or 81 concrete blocks , without 
stucco or plaster covering wil l probably develop 
l eaks, and cause condensation to form on inside. 
Dee of 1 green1 blocks will cause shrinkage a t 
Joints and form cracks. 

Lack of cellars will cause damp and cold floor s . 
The small cellar provided is inadequate for a 
heating plant and furnishes l i ttle more than a 
store room and to give access to plumbing pipes . 
A cellar under the enti re house would have cost 
about $175 .00 tor the average house . 

I nadequat e heatlng. With a emall f ireplace in 
the l l vlng room and with the use of gas for cook­
ing, i t wi ll be necessary for the tenant to pro­
vide stoves for at least the bed rooms . A p ipe­
l ees furnace in an adequate cel.lar would cost 
about $125.00 , or less, and would solve the heat­
ing requirements with comfort and safety. 

No flre protection of any type i s provided. 

Certain minor defects resulting from economy are 
no balances on window sash, only one closet (other 
than kitchen cupboard) in each house ; omission or 
gutt er s and downspouts , and smal l number or elec­
tri c out lets. 

( t ) No l andscaping pl anned. Home s i tes are t r eeless . 

I n general, the workmanship is good. The wor k has been 
carefUlly executed although the rate of production i s a house 
in less than ten days. 

Vtlllti es , such as water and sewer systems, are about 
completed. The water ls obtained f rom two wells and is pump­
ed into a 75, 000 ga.llon steel tank locat ed on a hill near 
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center ot d i stribution. It i s adequate tor the project 
being constructed. Water will be metered. 
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The sewer system i e adequate tor a larger project. 
All houeee are connected to maine which d1.eoharge d1reotly 
1nto the river. 

Electric current will be obtained trom private util­
ity at a bout 6¢. No work has been commenced but ut i l ity 
has agreed to install linea. 

A wel l tor nat ural gas is bei ng drilled and ie down 
to about 2200 toot level. A second well ie planned. It 
an adequate supply ie obtained, this feature ahould be 
self-liqui dating and otter possible inducement t or the lo­
cati on ot industry. 

Roads are about completed and total nearly ten m.1lee. 
These are'built ot the slag from burnt out coal piles and 
a pparently provides a compact , smooth road bed. 

Q2ll ot operati ons to November 8th ie h·6B, 749.00 and 
the total estimated cost t o complete the present plan is 
$583,000 .00. This does not include the development ot a 
community center, playground, or school tor which add1tion­
al funds would be required. 

On the bae1e of total est i mated expend1ture, ae plan­
ned, the cost ot the average house will be $3700 .00, 

The actual ooete ot labor and materials tor the com­
pleted house are nearly $1900. 00 and thle is ot average 
size . 

On the bas1e ot these f i gures, it is apparent that 
oarrying chargee would be above the ability ot t he pro­
spective 1 homeeteader 1 • These coste m1ght be reduced by 
eliminating items such ae self- liquidating utilities, roads, 
ineft1cienoy due to labor • turnover• , unused land, etc. 
By such methode it m.lght be possible to reduce the oarry-
1ng chargee to the $15. 00 to $17.00 per month whloh is the 
normal expenditure tor shelter by families ot similar type 
in the locality ot the project. 

~ 2! Operatton as outli ned provides tor the occu­
pancy ot the pro j ec by the ' homesteader• t amiliea this 
winter. Employment will be provided du.ring this period 
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by the construction of the community center and the school 
if funds are avai lable . 

Two or three small industries will be induced to =ove 
to the proJect and additional e=ploy=ent will be provided 
by the preparation of the land for crops, the 1mprove=ent 
of the home site, dairy farm, or the adclltional houe1ng if 
authorized. 

Addit~l houat ng to the extent of one hundred homes 
has been p ed and it is believed by those 1n charge lo­
cally that such an increase would solve the coat proble= 
by greater distribution of 1 overhead1 and that the communi­
ty would be strengthened by the larger population. 

The average fa=ily of the prospective 1 homeateader1 ie 
5. 8 which provides a population of 870 under the present 
plan and would provide 1450 under the larger plan. 

Conclusion. The success of a new and somewhat iso­
lated comcunity such aa 1Red House• would appear depend­
ent upon the poaai b111ty of provi d1ng e=ployment through 
t he eatabl1ah=ent of one or more industries adJacent to or 
in the community. The transportation facilities rail, 
highv:~ or water, and the possibility of low coat gae fUel 
offer excellent inducements, but although there appears to 
be considerable loca l interest in the project no definite 
proepect for the introduction of industry has been devel­
oped to date. 

It also appears that the coat of the proJect ie more 
than can be Justified by the accommodations provided in the 
present plan. The coat of individual unite must be adJust­
ed by a fair apprai sal, and the unabsorbed coste liquidated 
or dist ributed in fUture construction when such construction 
i s v1arranted. 

RespectfUlly, 
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TREASURY DEPARTMENT 204 
INTKR OP'P'ICC. COMMUNICATION 

DAT"' Jro .... llller 22, 19M, 

To S.cre~ liorc-nth&u 

~- llr.~ 
Re: Brief lhlioalar)' of Prel1minar7 report on :Brit1ah flu a;yet• b7 

llonell liaCill . L. H. Parker aD4 n4on P. nne. 
lote: 7or fuller uplaDatioDJ aee the more detailed I'IJIIIIIal"7 which 

ia att.ched. 

'1'he aalient pointe made in the report tll8¥ be a..-r1ae4, with­
ont comment b7 the preoent writer, aa followa: 

1. !!he Bri Uah S,.tem of inc..e tax adml nlatrat1on 11 lll:loCh 
more decentralise4 than the !meriean. 
Perh&P• more field men ahould be emplo;yed 1D the united 
Stateo and given greater author it1 to aettle eaaea on 
the apot . 

2 . Stepo ahoul4 be taken to improve the quality of the per­
aonnel employed to adminilter the taxea. 

3. Stepo ahould be taken to keep tlle Board of Tax ~lo 
current in ito work. 

4. !!he t~er'• privilege t o petition for a rev11ion of 
hil a .. eoa108nt ahoul4 be further reatricted. 

5. Stepa ahoul4 be taken to enlilt the cooperation of the 
t~era througb the codification SDd simplification 
of tax law and the aubot1tution of equitable pr1nc1plea 
at many pointe in the law now held by technicalitieo. 

6. .Among the Special feature• ot the Britiah Income tax t1J8¥ 

be noted.: 

( 1) !1>87 tax imputed. inco:oe from propert;r ocaupie4 b7 
the owner on the baa11 ot averace nnt&l T&lu. 

(2) '1'he7 tax ..-ace• and aalarin paid. ont b7 the govern­
ment. 

(3) !he;r collect almoat ?0 per cent of their inca.. at 
the aource, but the tax on aalar1ea and W&c-1 it 
not or41nar11¥ ao collected and the aurtax 11 not 
10 collected.. 
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(4) Tbe llritiah t~er doea not compute the tax and tran~t 

it with hie returD. Ka ia aaaeaaed b.r the «O?erDmeDt under 
!i?e eeparata achedulea A~J:. 

(5) A corporation ia taxed on al l ita pro!it a, but ia entitled t o 
deduct and retain tor di?idellde paid out an ~t correapoDAlinc 
to the tax on that paid out portion of the pr otih. 
J'7remid1Jl« of the tu on dhideDAle due to in••~~ 
tranaactiona 1a a?oided. 

(6) Tbe llritiah ha?e onlT a negligible amount of tax tree bonda. 

(7) !hey clo not tax capital g&ina unl.e u the tupqer maba 
tranaactiona in nch aueta hie buaoineaa. I dther clo they 
allow deductiona t or ~ital loaaea. 

(8) ~y clo not permit deduction• ! or depletion. (minea) 

(9) Depreciation !or absoleecence 1a not allowed until and unl.eaa 
the machi ner,yia act~lT replaced. 

(10) Depreciation t or bu1ld1Jl«a 1a not allowed ucept in caua where 
they are peouliarl7 nbJect to depreciation, in which CI\Se 
the allowance h arbitraril7 l1111ted to one-ailtth o! the &IUNal 
rental ?alue. 

(11) Depreciation on machi:oe~and eqc.ipment 1a allowed at a c.,atant 
rate but upon a written down coat of t he depreciable property. 

(12) b7 allow buaineaa louea to be carried forth tor u :i.OJl« u 
ailt yeara end they 'llllq be used to o!faet income of other aourcu 
aa well aa .ubaequent buaineu gai.na. 

(13) !hey do not apply the atatute of 11mitat1ona until after aix 
yeara, i natead of three aa in Revenue Act of 1934. (U.S.) 

(14) !hey clo not pennit conaolidatad returDa. 

7. Peraonal exemptiona tor income tax purpoaea are IIIIlCh lowr than in 
U. S. Si.nele alOO; married al50; !1rat child under aixteen or at 
reco«nhed achool a l50; additi onal children each a40. 

8, Tbe income tax ratea are higher on the lower incom ... 
Ionnal rate: on !irat a l75 of taxable i ncome 

on rema1Dder 
Surtax rateal do not appl7 on tirat a2 , 000 ot 

on next 11500 rate 1a 5.~ 
marlPPm of 41.~ 1a re~d on inco.e onr loliO,OOO 

The marl"'ID! normal and nrtax rate together 1a 63.~ in 
Great :Britain and ~ in U, S, 
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9, The Briti&h exempttona for tba lat&te Duty are much lower than in 
tba U. s. Thq exempt eataiea under,lolOO whereat~ we exempt eatatea 
under $150 , 000. 

10, !boo BriU&h latah Duty ratea are au:h hi&ber than oura. Thq atart 
with 1~ on eatatea • loo-500 and r l ae to ~ on eatatea in exeeaa of 
lo3, 000, 000, but their ratu are applied by totality (on tba enUre 
MOunt of the .. tate) ratbtr than by bracket at1 in the U. S. 

11. The Briiiah have very IIIIIDT aiamp tax ... 

12. !be Britl&h taxaa on intoxicating aplrlta, tobacco and entertainment• 
are on the whole mnch h18Jler than tba American. 

13. The Britiab derive .ubatantial reveaue !rom euatom. dutiea on tea, 
coffee, and cocoa, the U. s. none, 

14. The United Xtngdom derives relatively more revenue !rom ita death 
duUea and leu from e11eiaea than 11 the e&tle in the U. S, 

15, The Britllh local propert,y taxea are higher than• tba American. 

16. 1'he Brithh loealitiea rely much 80N upon the central go..-ern.ent 
and public utilitiee for reveuuea to wupplement lho .. derived fro. 
the propert;y taxu and thh baa practically eliminated the eompetint; 
Juriadiet ion problema involving 7ederal, State and local inter­
relatlonahipa. 

17, !he 110tor vehicle lieenee fee , t~ locally admJ.niltered, ia unif­
t~t t he country. 

18, 'l'ba per capita tax burden in Great Britain for the year 1933-34 waa 
~ more than the per capita burden in the U. S. 

19. The .American per capita public expenditures for t he !ileal year 1934 
were 16\( more than the Bri U&h. 

20. The per capita Br1t1&h debt burden 11 about at Umea that of the 
J.eeriean. 
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TREASURY DEPARTMENT 

INTER O~I'IC:C C:OMMUNICAnON 

To lecretar,r Yorcenthan 

.... 0 .. Yr. -s.a.#/1' 
Rei Detailed eummary of preliminar,r report on the Britieh ~ 

eyet• by Roanll Yagill, L. B. Parkar and ndon P. I11141. 

»ote: J. brief eummar;v baa alao been prepared 8Jid rabad Ued 
aeparatel;v. 

!be report ia 41Tided int o f our parte, aa followa1 
I. Adm!ni etration of Britilh Income ~ 

II. General etatement of Britilh !ax Law• 
III. General etatement on Britilh !ax ReTeUQ8 

IT. Concluaione 

!here are appended nine exhibita, ae followa: 
J.. J'ecleral Income ~ Procedure - (.American) 
B. Britilh CiTil SerT1ce S:yatem and :lmminationa 
C. S;vet em of Jppeala in the United State• 
D. Stati atice on J.ppeale in United Statee 
J:. Income tax - Uni ted Iin&dom - year of J.uenment and 

Bow the aueument ie meuured 
J'. Income tax - Uni ted lingdom - collection at the eource 
G. Income tax - United liJI.&doaa - Capital tlaine and Lone• 
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B. Income tax - United IiJl&dom - Depreciation and Obaoleacence 
I. Lilt of Important Stamp Du.Uea, Sbowill& ratee. 
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The aalint poillh Jade ill the report re:¥ 'be •-­
arhed, w1 thout co-nt 'b7 the preHnt writer, a• follon: 

I. t4!1p'•Y.tiop ot SM lr1\1flh Ipcom Tpy 
1. !be ~te of the Jritieh reYenue •dmlntatration 11 

decentralisation &D4 piTotel ftcur• ia the local in­
epector of taxea. 

2. ~ eptrit of the adm!nietration ie to confer wide 
authorit7 'UpOn t» inepector • 

20[3 

.Approximate~ Ill! per cent of tba cue• are eettled 
rithout ~ further reference or appeal. 

3. Ordinar1l7 the inepector reliu vpon etetemenh cer­
tified 'b7 accountant. who ~Te audited the tup~r'• 
'boob and who eim at hi &;II • tandin& before Ule Deper t­
•nt. 

4 . The upedi tiona deteraination and fillltJ. eettlement of 
eo ~ cue• 'b7 tba local tupectore reeuH ill (1) eath­
fied ~r• (2) a reduction in tba DUmber of CUll 
pendiJIC UUpUon. 

5. The II'UCCIU of tbe Jrithh 171tem turJla llpOJl the hi&;h 
caliber of the illepectore wbo are caret'ol~ eelected 
and well trained CiTil lerTice official•. 

6 . !here are no pubUehed reeulatione interpreUnc the 
law. The Department '• etaff and ~r'• repreeen­
tetina alib -t re~ vpon the law and court •hione. 

7. Inepecttnc officere are an1lable for coneultation on 
1uportant pointe to inepectore rith1n their reepect1TI 
areaa. 

B. 'l'he ~ellor of the lxchequ.e 1e in charce of the 
Depertmen t of Inland llnnue which 1e run b7 tba :Board 
of tba Inland llennue. 

!l'be taxpqer ~~ no appeal to the :Board from t» 
determination of the Inepector. 

The chief duUu of tba :Board are:-
(a) .AIIJD!niatrathiC the per1o11111l of the departaent 
(b) ConeideraUon of proepectiTI le~hlat1on and 

obJectione to extetinc legteletion 
( !ax propoeale are prepared in the Departaent 
for the Chancellor) 

(c) Ccmeideration of iq!ortant petione referred 
to it trom ita field 

9. !be ~er hal the option of taldn& his cue trom the 
Inepector to either (a) the General Commieaiom.r• or 
(b) the 8pec1al OOIIIIDialionen and of appeal inc trom 
theee 'bodiu to the Bi&;h Court of Judicature. 

10. The General Commieeiom.re, for each eincl• dietrict or 
for a srO'IIp of nei&:h'boriac dietricte, are eelected bf 
Tote of the Lan4 !ax Commieeiom.re wbo are political 
appointl11 of the •lllb•n of Parliament. 

!l'be7 are retired profeeeional .-n or landowner•, 
11ntnc nthout ealar7 , and nth the aeehtance 
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ot thl Iupeo\ore Nl4 -par\-U• elora w thl eo-t .. ioaua 
( or4iiW'117 aol1c1 tore) , held ••Uac- ( co'llrt) aonral 
\1Ma a ,.-.r to bN.r 4atond• thl ...,ori\7 of tho ~~ppt&l• 
troa ... eoe.-.n\e, 

:Deoidou aro reD4ered i-41aiol7 &f\or oTldoDCo 11 
18. 

!be oa\iro prooo4uro ia ao ... ha\ iDtorwal. 
11. !be .,ro o~liodod e&aoa are 110rall7 ~iod \o ilia 

lpooi&l eo-t .. toura, hll-\18 offlci&l.a ( !0'111" 1&117wro 
u4 fO'IIr &CC01111\&Db) 4aelpaiod li7 tho Cbucollor of ilia 
hello~ halt tr- thl IDl&a4 1Mo1n111 Nl4 halt tr- ov.\­
a14a, lfe&riace &rO COa41110tod both iD Loa4oD Nl4 OD cir­
cul\, 

'l'hla 'bod,T b ualocoua t o tho UD1 tod 1\a\oe lo&rd of 
!ax .tppoale, but 1a - d1Uoa \ o lh prl.aar7 Ju4ic1&1 ta:D.o­
Uoa thq han a T&rtov ot oihor duUoe~-

(a ) Admlaietor ••••-•h ador llchedulo D (profhe 
ot tr&doa, lluaiao•••• &a4 protoaaloDa , oto. ) at 
tho roqa .. \ ot t hoao tUJ)qora who prat er 110\ 
w han thllr &ocO'QDta na•iMd 1ooalq, 

( ll) ADlai a tor tho ~~~~r-tu. 
(c) ........ all rail~ &a4 ottloi&la of ran...., 

coq,oat .. 1a thl UDitod llacdoa. 
12. • •arlT aiao- W.U.. of tho appoala i&bn io tbe ltpooW 

Coaadaaloaora are eot t1od liT nocotlatloa ahortl7 aftor 
tho IIPJ)Oal. 

13, '1'ho proooduro before thl lpoola1 Oommloaloano 1o i~ 
ton.J. . 

It roquiroo no writioa or priat od brioto, 
:Deoidou are redo red pr0111pt l7 , 11Rall7 w1 ihla thl 

- ftOk thl t the appeal h beard. 
1•. AD 1aalcD1f iO&D\ m.bor of e&aoo are 11Rall7 ~tod 

troa thl Gftoral or lpoc lal Co-.l .. loaora rlihia a twnloT­
OM 4q period io thl B~ Court Of Jwl.ie&i'are - 1a ~­
l&Dd t o a dacl• Lord Juatloo of tho llllc'• :BoliCh D1Tlotoa, 
1a Bcou .. d to three J~• of thl Collrt ot Boodoa &D4 
ho&r4 wl ibiD a tow .,.u. •. 

!hh ~qrpoal h lilllltod t o q-Uou of law &a4 there­
t or 1DTo1Toa ao rltnooooo, but oal7 acre ... ato of oouuol, 

Cooh ia tbe appN.l are paid liT thl lodDC parv. 
16, '1'ho ~or can ca.rT7 hto appN.l from tho daclo Judce 

of thl llDC'• :BoliCh Dtrtdoa ( or Collr\ ot ao .. ioD in 
lco\l&Dd) \ o thl Collrt of .Appoalo, &D4 troa \be Court 
of .Appoalo w thl B'ouao of Lor4a , 'till\ tow -• are 
carr ied 1IIP troa tho lower cO'IIrh . 

16, All court• &r4 nba\aa\1all 7 O'llrrta\ in tbe1r work. 
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II. O!ural S\a\=•pt ot Brltlth Zy t#''· 

Zg on Ipgcgea. 

A. kbe"ul v lrdw. 
!he 1nea.e tax ie aeeeeeed ~r !iTe Schedule• 

A, B, C, D, and m. 

1. Schedule A - income arising !rom the ownerehip 
ot lande, tenamenta and hereditemente. 

2. Schedule B - pro!ita !rom the occupation of laDda 
and te11811lente, not including dwelllJ>C 
boueea and buelneae praahee. 

3. Schedule C - 1ntereet, dirldenda, annuitlee pqallle 
out o! the public reYenue, includinc 
the public reTeDUa o! a fore~ etate 
U pqable in the United Xingda. to a 
Britieh reaident. 

4. Schedule D - pro!ih o! tradea, buaine .. ea and pro­
!eeaiona; interest (except as under C); 
diTldenda !rom foreign seeuritlea; and 
profits !rom miacellaneoua aourcea. 

5 . Schedule S - income arising !rom o!!icea and empl Q7-
ment • ( aalariea and wage e). 

It abould be noted that the Britieh tax 

(1) Iapptri IPSrw: that h U the propert;r h occupied 
b;r the owner, inccae h c0111p11hd on the baaia o! the 
anrage rental Taluea and taxed though the income 
h not actuall;r recehed in the !om ot aone;r or 
aone;r 1 e worth. 

(2) ryu M" l&larioo paid out b;r all Gonnaenh. 

(3) lNplln' protih; Schedule B -• designed aa a rule­
of-thumb method to catch the !armera1 pro!ita which 
probabl;r would hen eacaped under Schedule D. 
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rn.ATI!J Jl!POI!:Ul!CI 07 SI!!W!!!JS 

I ncome aaaeasable before reliefs and before depreciation 
allo't1811Cea tor repairs, but not bef ore coat of sooda aold, 
buoineea e:a:penaea and the like, 1931- 32, 

Schedule ~ 

Schedule B 

Schedule C 

Schedule D 

Schedule :1 ( Salari .. ) 
( Wages ) 

(in mUUona of 1.) 

48 

181 

1269 

856 
556 

!he -.yatem ot aaaeaains tax under separate Schedule preYenta 
tax &Taaion. 

B. Collection at tho Sgurgt . 

1. !be Britieh require in moat caaea the ~ent of 
the tax b7 the p~or ot rent, interest, ro7altiea, 
IIDDilitiea, and aill1lar amNl charges. Bare, the 
pqor acta aa the tax collector of the goTenaent. 

2. !ha tax on wages and salaries h not ord1narU7 
collected at the Source. 

3. ~ corporation h charged on the toll •ODDt of ita 
prot1ta under Schedule D before &n7 d1rldend h tlllcen 
into account, but the corporation ia entitl ed to de­
cl:a.et and retain tram dhidellda paid an •ount coarputed 
at the etandard rate of tax f or the ;rear in which euch 
dirldelld h du and pqable. 

Sometimes the tax paid b7 a corporation on ita income ia con­
sidered aa a tax collected at the source. 

!ha tax h not onl7 aue .. ad aeparahl 7 under 5 d1tterent Schedules, 
but ia pai d aeparatel7, thou&h !inall7 treated aa a single tax, l oaaea 
on one Scbe.tnle o!!aetUns pine on another and !req11entl7 leadins t o 
r~ nt ...,.,.h paid at the eource in - one of the Schedules. 
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C. Rtlit fe - (AJloP'Qg•• or Dt OUStiope) 

1 . le!P"d Inrsge crtd.U. 1/5 of ean.d iocoou, but de­
duction ...,. not exceed '-300. 

Pereone OTer 65, with income• not exceeding .sao, are entitled 
to the ear:oed ioccae credit whether inccae i a earn.d or not. 

2. Pereopal ! J"Qtiona •nd etemptiono for deptndtpta. 

Single lo 100 

Married lo 150 

let chUd under 16 or at 
r ecognized echool. 

Additional children 

Boueekeeper 

Dependent - A,fed or i ntirra relath .. 

• 
• 
• 

• 

50 

40 each • 

50 ( IOpplie&ble 
to widow or 
widower onl7.) 

2b each • 

3. Depreciation deductions are t rented under relief• 
rather than buaineaa expenae1 (eee below for fuller 
explanation) 

4. Tax credit on intllll'&nce preaiur11 computed at t the etandard 
rate (normal tax) allowed on policie s teke n out after JUDe 
22, 1916. 

1. On f i rst lo 175 normal tax ia at t standard rate that is 11~. 

2. On r~ning taxable income the atandard r a te h 41•· in the 
lo or~. 

3. Surtaxea are aaaeeaed b7 the Special Commiaeionare and not b7 
the General Commiaeionera aa in the caee of the norm.l income 
tax. 

4. nere 1a no eurtax on the f i ret lo 2000 of income. 

'lbe eurtax rate on the nerl lo 500 1a 5.~ and thereafter h graduated 
up t o a IIU1m1a of 41.~ on t he bloc:Jc of all income our lo 50000, 
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5. The lllll.rlllnml rate in the Ullited li.ogdom, therefore 
h 22.5 plus 41.25 or 63. 7~: in the Ullit.d Stat .. 
• plv.e 59 or ~. 

6. Bowe•er, a table tN.bmitted in the reJiort ehowa that 
tba difterenc.. in taz l1al>111ty aa between the two 
t~U: pl&De are Ter)' wllat&Dtlal at leaet up to tba 
$500,000 net income leTel. 

7. !he British haTe oD17 a negligible amov.nt of intereat 
in bonda exempt from the enrtax. In the U.S. it ia 
easier to escape the effect. of a gr~ted taz qatem, 
b7 reaeon of the larger TOl'QIIe t~ free aecurl.tiee. 

B. !he BriUeh aToid enrtaxea ~~ ae we do in 
the Ullited Statu and the7 have adopted almllar reaediea. 

Shareholders of corporations which are under control of not more 
than flTe peraone are Hable to aeaee .. ent at enrtax ratea upon that 
part of the corporation' a total income to which their intereata entitle a 
the if a ealected group from the Board of Befereea (compriaiog 100 re­
presentati•e• of differenti.anat~ and profeaaione) , ehould determine 
that unreasonable accumulation of prof!. ta had been made. 

B. Other Special lt•turea. 

1. Capital G&int and Lo••••· 
!he Britleh do not tax capital galne, unleea the taxpa;:rer 
lll&kee tranaactione in tnlch auete hia bv.alneaa. Walther 
do thq allow capital loeeea aa decmctiona. 

2. Drprtciation Atpletion and Qbtoleace pct . 

(a) !here h no depletion deduction on account of 
the exhaustion of natural reaourcea, mch aa minaa. 

(b) Depreciation deduction• ariaing from obaoleacenca 
are not allowed unlesa and until the maehiner)' 1a 
actv.all7 replaced. 

(c) Depreciation 1a allowed on machinery and equipment, 
but in general h not allowed on bv.Udinga althaogh 
for pr-.iaae peculiarl)' mbject to depreciation auch 
aa mille and factor)' bv.ildinga an allowance of one­
'NIIth of the &~~DUAl rental Talu h permitted which 
giTea relief in lieu of depreciation. 

(d) In Great Britain depreciation la allowed, utnlal.l7 at 
a conatant rate, upon a written-down coat of the de­
preciable propert7, eo that the Talu.e la neTer written 
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In praeUce the coat ot macbinet7 and equip­
-nt 1a depreciated to about 10 per cent ot ih 
coat at the end ot the uaetul lite ot euch it••· 

3 . oarnlpg tprgrd bu•lu•• lo•••• 

(a) In Great Britain buaineaa loaaea maT be uaed to 
ottaet income !or ae l ons a time as eix cubaequent 
Te&ra. 

(b) Buaineaa loaau maT ot!aet not onl7 aub11quent 
buaineaa gaina but &lao income !1'0111 other aourcea. 

4. Statute of L1mitat1opa:- Bot applied 1D Great BrltaiD 
until after six 7eara inate&d of after three 7eara 
&I in the U.S. 

S. Qoaeol14ate4 Jotprpa . 

(a) Iot permitted in Great Britain. 

(b) OiTidenda from one COIIIpaJIT to another a:re eo 
treated as to avoid p;rremid1JIS ot the tax. 

6, lonicp !g Credit:- 1a &a a general rnle not allond 
t or tonign taxee paid b7 a BriUeb reaident on 
income r eceived by him 1n Great Britain. 

Oeath ])g.Uu 

1. 'llwl utate dut;r 1a the moat important of theae . 

2. It ie aoaeaoed on the net value ot the entire aatate 
without rega:rd to the Dllllber of bene!iciariea. 

3 . latatea UDder • 100 are e~t: i n U. S. estatea under $50,000 are exaaopt. 

t. ~ rat11 V&J7 trcaa 1~ on e atatea • 100 - • 500 to ~ on eetatea 
in ~ceaa ot • 3 , 000, 000. 

5 . ~ ratea are applied b7 t otal it;r (i.e. t o the entire •ount ot 
the eatat e ) inatead of by bracket ae in the United Statea. 

6 . !'be :Britiab h&ve no gift tax but i nclude 1n the value ot the de­
cedent • a utate IIUbatanU&ll7 all gi!h aade within 3 71&:r1 ot 
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the date ot death. 

7 , '!he Ame rican· combination ot estate and g1tt t&J: 1 i a tar aore 
atfect iYe i n preYenting the aYoid&nce of the es t ate tax than 
h the Brit ieh qatem. 1 

B. I n the United Statea prapert7 ia e~t fro= tax it the prior 
decadent diad within 5 7eara of the date ot the aacon4 decadent '• 
death. Under Br1t1eh estate c!u.t7 the •onnt pqable h &radu&llT 
reduced , b7 50 per cent where t he aecond death occura within 
1 7ear of the t irat death • •• • • b7 10 per cant where the aecoDd 
death occura wi t hin 5 7eara of the first death, 

9 , A t able comparing United Stataa and Britieh e state tax i ndicate 
mbat antial17 heaYier taxea in Britain on all except the Ye1'7 

large at estate t here i ndicat ed, Yis. , $100,000,000. 

10. 'lhe lecacy and mcceaaion dutlea are imp<>eed on paraonaH7 lllld 
re&lt7 , r eapactiYalT, on eatatea • 15000 aDd o•er , at rate• 
&r&c!u.ated ti'OIII 1 t o 10 per cent on the baah of con&&ngnin1t7 
and not on ah a ot the ahara raceind b7 each benatlci&I'T• 

11. 'lhe adloin1atut1on ot the death c!u.tlea ia centralised in London. 
'lhe taxp~er ....,. appeal :Quo the audit and • eluat ion croup a 
mccaaa~Yely to Chief J:xam1nara, t o the Controller of Death 
Dutiaa and t o the Board of I nland Rennua. 

12. '!he •aluationa of land l eaaeholda e t c. mad• tor i ncome tas pur­
poaea eliminate ..acy of the tleld i nnatigationo which would 
be necuaai'T in the adJuat=ent of the e state tax i n t he United 
State a. 

Stamp Dlltlea 

Alllloat ••er.r docusant having t o do with propert7, lllOD.eT or priYilege 
ia oubject . to otamp c!u.t7. 

CuatSIP' Is 11s lat 

1. boise c!u.tiea are not under the Inland Renm>.e COIBhlionera ( aa 
in the United Stat u ) but are t ogether with cuatoao under the 
C011111ialionero of Cuatoma and :lx~ae. 
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2. Spirl tt 

'lbe British tax h w ch higher a:od hae r .. ulted in a etead,T 
decline in the conwmpU on of the clut7-p&id epirih. 

United Stat .. : 
Great Brit&in: 

Ctpptrlegn of Ty per U. S. Gallop 

JJciot T&J - - lomejl!dt Spirit• 

$2.00 
12.86 

Quatqmt & EJeiao -- Lpportt4 lpirita 

United States! 
Great Britain! 

3 . lUX. 

$7.00 
13. 36 

'lbe British tax h graduated according t o gr&Tit;v which ..art .. 
with the alcoholic content. 

United Statee: 
Great Brit&inl 

Co~arieon of tax on barrel of 31 gallon• 
pt boer . 4 . 44f. 

l:xche tax on ~·~SHill 
hm.!:1'!1

' beer 

$5.00 $31.00 
14.35 lt . 34. 

4 . fea . Coffee. 4 Oogoa. 

~lee & Ouataae 
QA 1"iQ9rSt4 btt r 

$36. 00 
14.62 

n. Brithh izapoee .,.betantial euetor:u &>ties on t heae cOIIIIIilditieJI, 
11hereae they are on the free list in the Unitad Statu. 

5 . !oMggo .. 

( a) Great Britain obtains uearl7 all ita rneiii!A frOID t obacco 
t hrongh Ouetoms 11hereae 1D the United Statu the exche tax 
ia t he reTe au. pr oducer • 

. (b) '!'he British tobacco taxes IIID t o 'be -.eh hl&ber. 
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Comparhon of '!az imposed on Ordin&rT 
Jomo of' !qbKQP· 

Su.ll elsareth per pa.elcap- 20. 
U.S. 51 ela;&r (aYerace else ) 
u.s. 101 cia;ar (&Yerace else ) 
Smoldns and Chewing Tobacco (per lb.) 

6. lptertaJm-at• 

tlp1tt d Statta 
61 
2 aUla 
tl 
181 

217 

Grtat Brittlp 
11-141 

3.4-4.31 
3.4-4.31 

$1.86-$2.38 

(a) !he Britlah set aore reYeaa. froa their excise tax on 
a&Ueaiona. 
!heir ex-.ptiona are mneh lower and tax ratsa htsher. 

(b) 'rheir \as h sraduated fr001 td on admheiona froa 24-.lid to 
3d on adaheiona tran letd - h. 3d plus ld taz tor en17 
5d. of &daiaalon price ln exceaa ot la.3d. 

Lgsal Jetee 

Our tax h ll for each 101 or fr&ctlon thereof with ex-.p­
tiona for tax of all admlaaiona sol d for leas th&D 411. 

(a) Great Britain &Yolda mnch duplication and overlapping of taxes, 
aa between competing tax products because the local &uthorltlea 
can rely for revauua not only upon local property taxee (rate) 
but &lao upon srute-in-&ld frCIII the Crown, f .... toll• and 
receipts of a;oYernment owned and operated utilities. 

(b) Property taxes are lapoMd upon the f&lr • mmal r ental Y&lue 
of the property whether rented or not and not on the total nlu. 
of the property aa in the u.s. 

(c) '!he Brltiah property taxes are higher on a comparable b&ah th&D 
those i n the United States. 

~. in the United States there ia no uniforalty of 1 ratea1 • 

(d) !he local authorities ada1n1ater the aotor Yohicle licen .. foes 
which a.re unilora throughout the o0'11Dt!7. 

~ portion of thea• f ees ia allocated to the Kxohequer, 
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III. 9!Mnl ,,.,_, op lrt\llll fM ltnpw 

1 • .u ta .- ~1'- na-.,, .- I- 11114 tar-.z 111re .­

••- lalportaat 1011rce of tM llrU11!l \a& me-. 
hron~ of 71•14 of \as -o -o-.1 

Olyaltloa\lop rltlA tl•!'' Dl£ liM 
ValMd 1\aMI llrl\hh 

(b>o1ul<rl of pro01n111C '-zll) 

~a- u4 hr\az 
Oui-
bo1M 
:n.a•:oa.u .. (all cUt -.z) . 
1\allp taxi• 
llhOill.-ou 

41,6 
1'1 •• 
31,1 
6,2 
3.'7 

41,2 
~.2 
115.6 
U,IS 
3,3 
1,2 

100,0 100.0 
2, !hi pu cap1\a \as bardlll 1A Oraai llr1\a1Jl, TMr lt~ 

-• about 4~ .,re t.hu tM p1r a.pl\a bardla 1a UM 
VaUad 1\aMII tg9,11 Ttl $e8,13, 

3, !hi aaU~ COftrDMB\ colleoh a lar&'lr parcea'-C'I of 
tM IICC"PM ta:D1 1Jl Orea\ llr1\ab tbaa 1A UM tJai\14. 
1\aMI, 
(bM1ph, 7W1J' 19~ 1a ll1111ou of dollarl) 

N'" Par!• VAt\14 •ta\t• 
total aaU~ CO"IZ'IIMlli 

raOilph, tau• aa4 C"lll\oM $3.•1 
total local COftZ'IIMlli 

raoa1pil of W11 1,1• o,•a 
total 4.G6 8,1!1 

4, :tor fllcal 7W1J' 1934 thl per o.pl \a lllpllll41 \un 1A tbl 
VaUed 1\aMI •• abou\ 1iJI' _,r1 \baa tM par capUa 
Jlrl \lp lllpllll41 ftrl . 

(In llll110DI of dollare) 
Jail~ COft~i 3,., T,ll 
:Local CO"In.n\ L!!t I,M 

lo\el 0.31 11,71 
hr capl\a •JIPIII41nra tne.oo fiaa.oo 

IS. !be par •p1 \a dlllt 'ovdla ••- to lie about al U•• 
t!ld of thl UaUed 8\atll, 

(Ia ll1111ou of dollar•) 
pa1\t4 ''pdo• 

I&Unal C'IWZ'IIMJlt 
Local con~' 

total 

March 31, 11134 
311.11 
1,11 

415,62 

Val\d '"'"' 
J- 30, liM 

2'7.08 
li,IQ 
415,68 

Per a.pl \a pulllio dill\ 
(hU~ aa4 1~) t9tl,OO $3'70,00 

6, !Ill ~Ued nacdo• dlrtne rolaUnlT •ro Hftll'lll for 
1M daaih dn\111 aad 1111 of IX01111 \baa 11 UM Gall 1A 

tM Ulll\ad 1\a-11, 
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IT. CoWyiov 

1. Docg\[alle\101 
b llrltlell .,..w. of ad.aillla•raUoa haa beea naoen­
tul aad •ucce•t• a .ora 4aoaatralisad adaill.letra\ioa of 
the iaoo• tax 111. the 'OnHad llta\81 &11.4 the &ll!plo~a\ 
of a nffloiaat flald force to .a a .ora \horO'IICll aad 
accurate ~\aradaa\ioa a\ \he flrat point of ooa\aot 
wHll \he ~r. 

!hie plu abould fin\ be triad out 111. OD& araa, 
2. Pertogptl 

!be ~II.OY&r of ~&a&"1U'7 "t>lO,..ee h -..oh cr&ai&r ill 
\he 1Jalte4 8\a\ae ~ 111. Oraa\ llrl\ala. 
Our moat afflc laat .. a f111.4 better poattloae outai~ 
the aanlca, 
8hpa to iaproYa the quell t;r of tlw pereoDUl l-

( a) !lle7 ellould 'be raonliad \hr.,. \he oh1l 
aanloe, 

(b) llaourit;r of taaure, 1a\iafactor;r aalar;r &D4 
paaalou proTlaioaa ahould be aata'bllabad, 

(c) Chll aarnca nalliaatloua ahould be atll.dlad 
to aoe.D certala ~t the proper 1taadarda han 
beau ae\a'bllalwd, 

3 , J!oard Proeedwa 
!bl lpeolal Coaoiuloaare aap owraat wUll ih worlr., 
the lloard of fax .t.ppeah dOAI uot, 
7actore to ooaatdar re lrlihll a;ra\aa:-

( l) Battle•ut •ohlaar;r ell.al1aa\ae 9/10 of appaala 
rl thou\ a lwartac. 

(2) Cuu are heard u4 decided 'b7 two ooaoiadollltra 
without r&Ylew. 'b7 the r-1Dl-c -bere, 

(3) ~acll deoialolllt are a4e rltllo'll\ ala'bora•• opill.loue, 
( 4) Oral arc-at 'b7-oo"CIIIAal u4 4hcuatou betweu 

COUII .. l IUI4 co..t .. lOMH Mlp to pt a\ the 
»art of t» ca ... 

4. Cow\ Prtct4Ft 
In pueral, \he ~r 1a Qrea\ llrl tala .,.., appeal llh 
caea froa tlw aaaaa ... u\ of tlw Oaaaral Co.adaaiouar or 
Spacial CoaduloMr 'll'lthla tnnt;r-oaa dqa, 
:a. C&II.D.Ot afterward peUUon t o r&Ylae the ae••••-•· 
Iu t1la 'Oni\ad 11\atea a claim for refua4 -.;r 'be filed wltllla 
tllraa ;rear a of ortctaal f1l1DC of retw11, . 
Conaldar: 

(l) lbatber raih f or ratlm! of taxu ellould uot 
be to:rtllar reatrioted, 

(2) lbather nch a cr•at Y&rlat;r of trl'bUIIala for 
auch autt• are daalra'ble. 

(3) lbetllar loehc part;~' ahould pq axpeuu of 
the wi=iDC part;~' luoldaat to tbe appeal, 

6. Qt.h!r lpprremente iD rdm1glt\ratlo& •pt lpt 
The ala ahould be to promo\& the cooperaUoa of the 
tupa;rar , t o \hh aad coul1dar1-
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(1) 1~11ficaUon ot :..Z...•'• a41d%11otrat1n 220 
pracu~. 

(a) lnialon &114 co41t1caUOD ot adldntotraUn 
pftrtaiODo ot tbe law. 

(3) Pro~a4-aro t o bproft tbe relaUODo end ooD.­
tach \atweea the ~r &114 tbe Hpr .. en­
tati" ot the !ra&nr"To 

(4) l lt.ta&t10D ot tochntcalitioo in law and 
o~oh llpOD equitable prlnc1pl ... 

( 15) C:reallion ot a board 11lal t orwr tax oa,Uti­
od10D board c~H4 ot HprOMDtatino trca 
(a) the public, { b) the exoC'IlUn , &114 (c) the 
1octo1at1- llr&Debeo ot the &O"ru.Jlt to roo-­
~ ~oT ... Dh l.n \be :&ur.au1 o pr ocedure &114 
to-r-. 

( 6) .UtoJII)t lip a CI'Oillp frOID the !reao11r7 , bar, ud aocomUJIC 
protooolon aD4 proper committee• ot tho Co~••• 
to roo ta to , oo411)- , ud olarit)' 1Jlco• tax law. 
Oon.tOn:-

(a) llhowld n dolapto d1acroUoDa17 power 
to \be tax a.cla1Dlotration to -.lat proper 
epplicaUon ot a pural rather than 
dota11a4 otatoMDt ot a otat'Oto%'7 rate. 

( b) Sbo'lllt we oliainato the t.ox&Uon ot capt­
tal p ine ud dodu.ct the capital looo .. 
oo ao to ·-

(1) o~billao ronuoe 
(2) &TOld complex quootlono ro 

Taluationo end reorpniaatlOD 
(c) Sbo'llld n 11ait tho declu.ct1ono tor 

depreciation and 4oPlot1on ao ba8 \eon 
dODO in bcJeM, 

( d) llho'llld we collect a~ro rOTe- at the 
aaarce. 

( o) llho'lll4 n ro'l'loo our pro'l'iotono rolatlDC 
to 1Dtor .. t . penal Uoo &D4 t111DC ot 
retWDo. 

Regraded Unclassified 



• 11 ... 1 

JOatea or atjo.arned 

--

ot ~be 

Coa~1Uee. 

Upa, 

' 
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Hovember 26, 1113•• 

l'oll.ow1DC t ho lloeU.ng or the Interdepartlllll!lntal COIIllll1Ueo ot 

tag &gonooa, the following .. mbera conti nued in aeasion on the 

tor or aotion with r espect t o distr essed banks . 

Henry llorgenthau , Jr. Secretary or the Treasu.ry, 

Thaaaa Jefferson Coolidge, Under Secretary of the Treasury, 

Marriner S . Eccles, Governor or the oederal Reserve Board , 

221 . . 

Jesse H. Jones, ~hairman or the Reconstr uction Finance Corporation , 

Leo T. Crowley, Chairman or the Federal Deposit Insurance Corporation, 

Lynn P. Talley, President , the Commodity Credit Corpora tion , 

c .B. Upham, Secretary or the Committee , 

Robert Hoguet and Mortimer J . Fox were present also . 

Chairman Crowley submitted a statement rela tive to banks in need of 

capit al . See attached Exhibit A. 

Chairman Jone s submitted a letter summarizing the i nformation with 

respect to the same . See attached Exhibit B. 

It was suggested that if the RFC and the FDIC would go over tho 

and separate the sheep from the goat s , eliminating some banka 

agr eeing to take care or others , the matter might be disposed or 

There was reference to an agreement or the RFC to save all banks 

percent under water~. 

Mr . Eccles and Mr. Coolidge were or the opinion t hat a matter or 

y m.uat be agreed upon as to the banks that came into the P'DIC 

and are not in good shape . Sho~ they be 

care or by the FDIC or by the Government. National banks and 

te - mber bank.s came in without examination . Those known to be 

llldor,oatl1tal1sed , the RlC is coDIDitted t o talal care or . But some banks 
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not covered by t his commitment. Should the FDIC or theBPC take 

loss on thea? ur . Jones said he would like to see the amount ot 

load. Mr . Crowley said the loss could not be charged ott to the 

emporary tund, that capital would have to be used tor that . Kr. 

ot t he opinion that with a l ittle time private capital might 

secured tor some or t he banks, and cited the case or s bank 1n 

it had been reported that no l ocal capital was available 

t where a represent at ive or the RFC had l etely succeeded in securing 

r a million ot local capital. 
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Rll:API'liL&TlOM Z ·') &. ... 

• (A.ouato iD Tbotlllaada or Dollars) 

TABLS A 

SILillARJ OP ALL BAIIXS 1m' T AltEII CARB or 

Fund a 
lnollded R. P. C. Amount 

Net in Not Co=l.t- Needed to 
Invested Invested ment On- Glvo lC 

tnaol•er:rt U8 286, 141. 203,960 13,016 10,57& 45,2S8 

Barel¥ Solvont 
(With Copit-'1 
o r l ena then ~ 
or Deposito) 

8oreq Solvent 
('llith Capitol 
or from~ to 
s,: or de;>osito) 

TOTAL 

84 

155 

555 

186,119 142,550 2, 625 12, 784 16, 087 

458 . 413 299 . 900 17. 249 14.9§5 29.011 
15, 016 

926 . 705 646 ,410 19,874 58 .295 90,558 

'U.IILE 8 

SIIIIW!I Or IHSOLVElll' .lHD B!Rl!'.LJ SOLVIlH!' BAII!S 
WHICH liiLL BE TAXEII CARB OP Wlm!l EXISTI:IC R. F. C. COIIIIITIIllHTS ARB DISBIRSED 

Tllblo .l a~Dm&rbes tho coadltion or the ioaured banks (oat1onlll, state a>Omber and 
non-member) tor which no aatletaetory r·ecap1tallzation prograce bave been made . 

in this group are 202 banke which aro either insolvent or, it solvent, have net 
tal ot leoa than 2% ot deposits, and the3o cases, thoretore, are considered tD'­

c- . c-:-- or rohabllltatlon. .ldoquoteq to capitalize tbaeo bonlee, which ba•o 
.. o , u.JU,,"-'U Of ln.1ured deposita, require& &II iDV81~ent or $61, &25,0JO. 

In 1.26 out. or tho 335 bonlee ahown iD Table A, tbe Recooatruct1on PiDilnco Cor poration 
bas llD iDYeot:&ent or $S8, 295, 000 . Accordins to U&Jilination reports modo aubooquent 

it oppeare tbat $29,586, 000 or thoao tunds bavo boon absorbed to cover 
i .mpai.r10onto. 

(Table A incl ldo3 all bonlee ahown in vo~• I and II in the a~porti~ achodules 
follow.) 

'l'llblo 8 a_,.bea the condition ot the inaured banka (national, state Mmber and 
noo-moaber) , moot ot which will be adoqwtel;r capitollzed 1410n disburae•nt or J!og Reconstruction Finance Corporation couit•onte. 

(Table B io a recapi tulatiol\ o r tba bonks ahown in group III or the aupportl~ 
Jbedule tollowiQC.) 

rho 1naurod bonlee indicated in Tables .l and B above are thoae which b&•e tho 
'weak410t capital otructuros. !'he o~portiog acboduloa rollow1og claaaity those bonl<a 

&roupa, and briot auaaarioa ot tho reasons ror tbo exiat1~ situation and tho 
important caoea in eacb group acco•pan;y tba acheduleo. 
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Insolvent 

I 

8AliXS Ill NEED Of' CAPITAL WHICH .IJIE 
NOT T.I.1Ell C.IJIE Of' 

IDaurecl 
No. or Depod~ De poilu 
BaqJta Lieb111tx Oct. 1 . 19;!4 

9S 183,448,S58 1&5,945,620 

224 

.UOun~ 
!let lleeclecl t<> 

Invested ca •• 10 
Capi tal t<> 1 Ratio 

10,172,025 30,124,795 

Barel,y Solvent 
('Nith Capi ~1 o r 
leas than 2:' or 
Deposito) 42 52,125,049 41,&97,907 759,791 4,45&,959 

B•r el,y Solvent 
(With Cnpltl\1 or 
f rOID 2:' t<l 5~ Of 
Depoe ita) ~7~.:~4.___.2..,so,....9,.eo...,.9l-'2B"'--....ul'l~S .19s 10, 2Q7. ss2 1s. 511.775 

10,172, 025 
TOTAL 209 486,432,2&4 564,086,412 10,967,143 50,090,429 

Tbo Reconatruetlon Fiftance Corpor•tlom baa -.de no c~t.ent to the ideol­
bo.Dlr.o 1D thie group because ll~tle or no local capital CM be t'llised aDd •111 

Reconstruct.lon Fi oance Corporatloo l.oveat.ment will be iap&ired trom the .,mont ot 
dieburaemont. 

Somo State non-11omber banks 1n th1e a:roup will not be taken care of becauao 
• hi la Lhoy bavo Reconstruc t ion Finance Corporatioa coomitmenta conditions are such 
tb.at they cnn not poaoi bl,y be zet . Tbe flret group of tlUUIIpl ea given below in­
o1udoo typ1c•1 cases of these banks, 

Tbo rocapi tsllzatlon progra11111 in tho baro1:r eolvent benko 1n tbls group b.avo 
not been agreod upon because in soma caaea the Reconatru.ct.lon Finance Corporation 
tu:us tolt 110ro local eapital could and should b• r&iaed, while in other cases the 
bank.s ba•• been unwUUag to IEI!lke the neeealdry appli CI\tion . There are 1n addition 
a nu=ber or caaea ln tbie group for which final roeap1tali%&tl oa ~rograas have not 
boon acrood upoo because the Reconstruction Finance Corporation refuses to con-
alder the appllcatl ona of these ban.lts peoc:Una aettle•nt or c::er-t&in eoatit&.ienc::lea, 
aucb aa .. rgera, outetand~ng contl"£ent l1ab111t1ea of the bunks, or other tecb­
n.J.cali ties. 

Typical e~ples or cases in the firet croup are: 

f'lrat Auburn '!'rust COIIJlUQ1, Aubura, llolno 
Lowlat<>a Truot Compony, Lowi.Dt<>a, llo.lno 
f'irat National Bank, lllnot, Nortb Dakota 
Firat National Bank, W1ll1aton, North Dakota 
Strooborg Security Trust ComJ>OQ1, Straabora, Pennsylvania . 

Typical examples of cases ln tho second group arer 

The Fe.riDGra aod Mechatllca Bank, Ann Arbor , lO.chigan 
Tho Ann Arbor Savingo Bank, Ann Arbor, lllchigao 
Tbo Stau Savings Bank, Ann arbor, 111ch1&&D 
Tho National Bank of Ann Arbor, lli chigan 
Caaden Trust Coapany, Ca.aien, New Jersey 
Tbo !llubotbport Banklag Company, Ellaabeth, M. J . 
The Trust Co~ ot New Je-raoy, Weat Me• York, N. J . 
Firat lational Bank of Manbaaaet, M&nb&eoet, Hew York 
Mercballta llat.lonal Bank, Pl.atubura, Now York 
Pl.atteburg National Bank & Trust Co., Pllltt.oburg, R. y. 
£eaex County Truot CollpOlly, Eaet OrA11;to, N. J. 
P'ar•re & llecbanica SaYings Bank, llinnoapolle, llinnosote 
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BA~"!S liTH R. F. C. liiVESTia:II'T 
IIHICH NEV1'2!TF.EI.ES ARE I N MEED OF ADDITIONAL CAPITAL 

R. F. C. 
Funds 
Inelu!e<l AJ>ount 

Insured ll•t J.n Net Needed to No. ot Deposit Deposits I aTeste<l Invested Gi ve 10 Banke LiAbility Oct}- . 1934 Co pi tal. Caplt.a.l to l Rl<tlo 

Insolvent ~ 102, 692, 97& 68, 014,81& 4,84S,18S 10, 576,&10 1&,112, 928 

Borcly Solvent 
('IIi tb Capital ot 
looa than ~ ot 
Do ,lOs!. ts) 42 1&&, 996, 028 101, 151,688 1, 864,690 12, 78S, 750 11, 83&, 198 

( ely Solvent 
(1\'ith Capitol Of 
trom 2% to 5~ or 
dt jlOSits) 59 gQ~ ,582,177 12S ,l56 16l~ 7,041 , 492 l 4,933 ,SQ2 l,A ,499,4!!§ 

4, 84~, 185 

Origlntl rocapital.isation progr..,.s ora intdeq\lllte in these bai!U 
because the pressure to q...utr these banks for the Federal Depooit 
Insurance CorporaUon wae auch at the tae of the or~J.nal R. F. C. 
coo::mlt unt that it seemed expedient to handle tho casaa J.o thia way. 

In othor caaes in tbio group the rooxallimtlou ehowe<l a condition 
wbieh .as materiAlly worse . 

EXceaei• e loesee have already developed subsequent to the exeaina­tion upon whi ch tho original co~t.ent was based in aome cases . 

Typical examples of cases in t his group are: 

• 
Woet Jersey Trust Com~, CaDden, N. J . 
Onlon CoUDty Trust Cc>a_, Elizabeth, N. J • 
TrUBt Coa~QT of !~<tor Jeraey, J ersey City, N. J. 
Trust Coapa.Q1 ot Trenton, 'trenton, N. J .. 
Central Onite<l Bank, Clevelend , Ohio 
National Bank of Port lluron, Port Huron, N. Y. 
Bank of Jameetown, Jamostown, N. I. 
Fru.l.nghaa Trust Co., FruingbaD, llaee. 
Burlington Sertnge Bank, Burlington, Vt. 
Stote Bank ot Wn Huson1 If. !. 
,.,..ere & llercbaDts Stete BaN<, Logansport, Ind. 
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III 

BAII~S WlTH UIIDISBOilSED R. P. C. COL:IUTIIEIITS 

No. of Oeposit 
Banko Liability 

Insured 
Oeposito 

Oct . 1,1954 

!lot 
Inveated 
Capital 

R.I'.C, 
Co..tt- Local 

1>0nt un- Aid Un­
dioburaed disbursed 

1<»-
226 

AIIOUDt 
Needed to 
Clve 10 

to 1 1\atio 

Insolvent. ' 77 117,100,040 87,953,751 4,7~0 , 315 9,81&, 000 3,450,515 16, 486 ,654 

Barely Solvent 
(With Capi tal of 
less than~ of 
Oeposita) 40 

Barley Solv'eot 
(With Capital of 
tro., ~ to 5~ or 

76, 651, 050 52,862,40 1 674,500 5,783, 000 873, 4 50 7,048,059 

Oeposlta) _.J61J1St-..i29<J~.~.1.J.I!e~2.._.7tj41J19w.:l54'!1.·il!.54!!.l!••.ii.5Mi!2...J19~. m~!"'·¥01~8~191!.·.0320~Ll·OOO!l&.......llu..i/!.3Si!.Jlu..:;z978!Sl..s.20ll.&.i• S51226~.61!!5!!i2 
4, 780,315 

( TOTAL 180 485,735,839 295,157,710 D,602,518 54,916,000 5,655, 923 43 , 875,365 

Reconstruction Finance Corporation funds have not 
been disbursed to these bonks o1though final commit~cnts 
hAve been made because sufficient locAl funds have not been 
ra1eed or becnuse of disagreement with regard to ar.anagemcnt 
und votin~; ri&hta, or becaUBe of the racont data upon which 
the commitment was completed . 
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Rl:OO!IS'l'llUC'l'ION .!'IN.t.NCX C~IOli 
'IASHl}lG'l'()tf 

Jesse !! . Jonen 
Cho1~ of the Board 

l!ovember 26, 1934, 

Deer l!enJ7: 

?ran !~ormation !'urnished by Leo Crowley, Cha!rca.n of tbe TDIC, 
there are 209 bMka with depodts of $486, 000, 000 - $354, 000, 000 of which 
is insured by tl~e .I'DIC-thD.t, on the whole , are without capital , Md 1n 
his opini on need appr ox1matd;r $50,000, 000 to put them in aound condition, 
There are 126 other brulk& with deposita of $442,000,000 - $292,000, 000 of 
which is inaured - Md in which the R!'C hns invested $38,000, 000, after 
which, according t o h1a figures, the sound capital i s $4, 000,000, and he 
ea t~tes that approxtoately $40, 000,000 ndditional is needed to put thee 
i n cound condition , 

fUrther fieure s fUrnished by Mr. Cr owley show that there are 180 
bnnks with deposits of $485,000,000 - $295,000, 000 of which iG innred -
that have a net Invested capita l of $6,000, 000, and In which the it!'C has 
made coomitment ~ of $35,000,000 on ~ndition of locel subscriptions aggre­
ga ting $5,600, 000 . He oat~tes that $44, 000 ,C•O, incl~ing loca l aubacri~ 
t i ona , will be noeded, r at her than the $35, 000, 000 subscribed by the RFC. 
A SU!!'I'llarhation would indica te tho t in nddition to our present COJ ... itments , 
approxi=ately $100,000, 000 will be needed 1! we provi de all or thene bonks 
with adeq\tate capital, 

~~ records ahow undisbursed authorlcationa and co~itmenta to 
459 c8'1ber bnnks end 314 non-N"::>ber banl-..a . ~ae co=ibents include agree­

menta with yO'~ that upon your request , with the approval of the Prealdent, 
nnd upon applica tion af t he bruJks , we will bu;r preferred stock or cepltal 
notes in ?:! bn11ka 1n t ho aggregate mount of $9 , 810, 000. 'lhla 1o tho re­
mainder of our como1tment8 to you 1n December, 1933 , covering 294 bnnka. 
It elso includeo commitments to the FDIC upon aimilnr conditione , covering 
47 banks , in the auresnte GJ:Jount of $5, 233, 907, !i'hi a 47 is the reonlnder 
of 738 banks covered by our cO!mitments to the FDIC of Dece:nber, 1933. 
Applice. t1cns have not yet been received !roo 15 of these ceobor banks, but 
nll of the non- Cie::lber 'banla< have applied. 

Of the und1abu.raed authorixatlona and cCQmi tcenta to meaber banks , 
i ncluding agreeoenta with you tor the 73, npproxioBtelr 275 will be diapo~ed 
of ei ther by cancellnti on or disbursecent , without further action on the part 
o! trA RFC, there being no contr ovcrai&l questions bet•en the bnnlal and the 
RFC. or the 314 authorizations and COI:'Illitments to and for non- member banks, 
which 1.nclude aereemenh with the FDIC coverina the 47 of this nunber, approx1-
matel;r 176 will be dhposed of either by cnncelle.tion or dhburae:nent , without 
further action on the p.ri of the Bl'C . 
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0! tJJ. 160-odd ~ining member bankl , the mone;r 1s now anilable 
to appr oximatel;r 25, but the banl<a are apparently not inclined t o complete 
the oale, and moat of th8m can get alon& without the added capital. 'l'hh 
also appear s to be t he enee with 4 non-member banks. I n t~~ case of 12 
membe r banks and 5 non-member banks, eome l~al adjustment & are neceaaary , 
and are under ~· llinor c:hange s are nece uary in 6 member banka ond 2 
non-member banlal, whi ch are in th::. couroe or adjustment. llaj or chongea 
i n con<li tiona rill probnbl;r be neceaaary in 5S member banlal and 12 non­
member banka. In t l-.e case of 5 cember bank a and 4 non-o&.:~ber banks , the 
Cocrpt :-oller of the CurTenc:v and/or the SecretAry o! the 'l'reuur;r hac not 
appro-:-e d our CQ!:IIIIit!l>en t. 7 ::>ecbPr and 45 non-mll!!lber cates are held up 
for Tar i ous and sundry reasons . 

In addition to the foregoin~, applica tions a r e now with our Agenc\e a 
coveri ng 28 member banko a.'ld 35 non- member banl-.JI , and our !%&lining DiTiaion 
at 1Ta sh1ngt on hae under examina tion 26 member banlca and 19 non-member banks. 
96 new appl1cat1ona were receivod in the month or October, and 77 aince 
the fir s t of November. 

I n ~eeting condi t ions tmposed by the RFC when it agreed t o purchase 
preferred s t ock or capital notes , or t o lend upon pr e!erred atock, local 
interes t s have contributed ca~~ and/or &ecept able guaranties \n 827 ~mber 
bnnka in the ~reg.nte amO'Wit of $93, 732,798. 59, Md in 1133 non-<:~ember 
banl<a in the aggregate IJQount of $53, 163, 637. 53, a total of $1~,896,436 , 12 
in 1960 banke . 

The forego ing figurea are au of November 23, 1934. 

l n the main the Job can be ccnple ted thia year but eooo core t l.me 
1a necessary 1f 1t h i ntellit;entl:v done . I am strongly of the opinion -
and ..:heneTer 1 have diacuesed the catter w1 th t u Pree1dent , he baa e&reed 
rlth ::e on the subJect - that t~.e more pr1Tatel7 owned equi t r u can b"ve 
i n thse banks , tl~e better for all concerned. If t hose 1ntereated in the 
banlc and in charge of ita affairs have no inTeatment a t s ta]gs , t~.e govern­
ment • e inTestnlent will be in much greater Jeopnrd;y. OUr record in get ting 
locel contributions and inTestmente, as 1nd1c~ted aboTe, is concluaiTe 
evidence t hat it can be had, though I con!ee• n fairly univer sal diepoei ­
tion to l e t the government do i t all. 

lion . Henry !Jorgenthnu , Jr . , 
Secre t&r J' or the Trentl'lll')' , 
Washi~ton, D. c. 

Very t rul;r yours , 

(SJ.&ned) J eaae H. J ones , 
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November 26 , 1934. 
0 

The Interdepartaental Committee ~t Lending Agencies met at 

2:30 PJK. in the ottioe ot the Secretary ot the Treasury, Chairman 

ot t he COIIIIIIi ttee. 

Those present were : 

Keary lCorgenthau, lr. Secretary or the Treasury , Chairman, 

Marriner s . Xoclee, Governor or the Federal ReserTe Board, 

22~ 

Tease H. lones, Chairman or the Reconstruct ion Finance Corporation, 

lamas A. Motr ett, Federal Housing Administrator , 

George N. Peek, President or the Export-Import Banks, 

I.K. Burlew, Administrative Assist ant to Secretary ot Interior , 

Lynn P. Talley, President, Commodity Credit Corporation, 

Thomas Tetterson Cool idge , Under Secretary or the Treasury, 

Leo T. Cr owley , Chairman Federal Deposit Insurance Corporation, 

Chester Davis, Administrator, Agricultural Adjustment Administration, 

lohn H. l'ahey , Chairman, Federal Home Loan Bank Board , 

William I. Myers , Governor , Farm Credit Administrat ion , 

C.B . Upham, Secretary or the Committee. 

The principal matter under discussion related to the Home 

Owners • Loan Corporation . Mr. Fahey reported that, as announced i n 

the prees, there had been a suspensi on or receiving or applicat ions 

tor l oans , and a suspension or any additional appraisals or other 

action on oases which had not r eached the legal department or on wbioh 

commitments had not been aade. The reason tor this, he explained , 

was that the total or applications Just about balanced available 

tunds. ~egotiations are now going forward with insurance companies 

~d building and loan associations to determine what they oan take 

back tor retinaDOiJl8. Disouea i ona are also being had with mortgage 
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?10 aanltera and with savings ba.nlts. In a few weeks a -o'lear p i cture will 

amerge of how much they can absorb and bow much will be "1eft up in 

the a ir". Complaints are being received , he said , from institutions 

and f rom members or Congress against t he announced curtailment. 

The insurance people have money, it they will use it , Mr. Fahey 

said. The City Loan Conference , including 28 of the largest insurance 

companies holding ninety percent of the mortgages , have reported that 

they have available a million dollars wb1oh they are willing to put 

in f i f teen to twenty year mortgages. They are limited in some oases 

by state l aws in the percentages they are permitted to advance, the 

maximum i n some cases being as low as f i fty percent and in other• 

sixty- rive, with few States permitting an eighty pe.roent advance. 

The banks and insurance companies are seeki ng changes 1n State laws 

,r,,n tbis aatter, he sa id. Mr. Moffett said that the Hous ing Administra­

t ion bad made no insured loans as yet, and were planning on securing 

some changes in s tat e laws to f acil itate thei r activities . Mr. hhe7 

and Mr. Moffett reported tbat they had held joint conferences on the 

situations in Detroit and Cleveland, going over s ample tiles a nd 

instituting a study of the situations and their possibi lities. 

Asked by Seoretar,. lo!orgenthau if mora money would be asked of 

Congress, Mr. Fahey replied in tbe affirmative, and indicated that it 

is a question of the least poseible amount plainly neoess~ry to pr event 

a new avalanU.of foreclosures, and that the r equest should be accom­

panied by an announcement tbat the cor poration would go "so far and no 

further". 

Secretary lo!orgenthau indicated that he would like to keep the 

"decks olear" tor the December 15th Treasury tinanoing , when there would 
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~e a billion dollar maturity and a request tor an addit i onal billion 

ot new money, and suggested that it might help it the other borrow iDS 

agenciee keep out or the 11111.rlcet unt il aft er the fif teenth. 

Secretary Mor genthau stated that the Committee is to be the 

clearing house tor banJcing legislation in the coming Congress. He 

suggested tha t it wo~ be wise to have a meeting of the minds before 

billa are presented to the Congress, so as to avoid some ot the 

difficulties encountered l as t session, particularly in connection with 

the so- called omnibus banking bill. 

Mr . Cr owley advanced the opinion tha t the FDIC legi slation might 

well be advanced early and by it self. He suggested study by the indi­

vidual agenci es preparatory t o combined action. 

Secretary Korgenthau suggested t hat each agency agree upon t be 

• ~egislation it desires and report back t o t he Committee i n two weeks. 

Mr . Eccles thinking that too soon tor his Board, it was agreed that 

"as ready", the agencies report to the Committee. 

Secr etar y Morgenthau and Mr. J ones were ot the opinion that 

there should be one bill on banking l egislation , and Secretary Morgenthau 

r eported that this i s the desire or the President . 

Mr. Crowley was or the opini on that there should be a minimum of 

legislation requested at t his s ession , on the theory t hat legislation 

tor the FDIC is necessary, and t he greater the added burden on their 

requests, the greater dif ficulty in securing enactment. Mr . Eccles and 

Mr. Jones ware of the opinion that i f ther e is legisl ation the agencies 

and the President want, they will get it through better now than later. 

It was agreed th t there will be no publicity in connection With 

the meetings or the Coaai ttee, other tha.n a statement that the me~~~ bare 
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.:;; ud 4houaaecl ~mtual probl .... 

U •• aaree4 that the next aeet1116 will be two •••u troa today. 
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ot the l!'eder al ReaerYe Sr-tem 

11et with SeoretarTMDrgenthau in his otfice at 11:00 A~. 

Seoretary or the Treas\U'T, 

~.z. Coolidge , Uhder Seoretary of the TreasurT, 

.. ~ner S, Bocles, Governor of the l!'ederal ReserTe Board , 

Roy A. Young, CoYernor Boston !'ederal Reserve Bank, 

G,W • lforrie, Governor Ph111ldelphia Reserve Bank, 

Fancher, Gover nor Cleveland Reserve Bank, 

Black, Governor Atlanta Reserve Bank, 

G. Z. Schaller, Governor Chicago Reserve Bank , 

W .R. Burgess, Deput y Oovernor !few York Reserve Bank, 

D,W. Bell, Commissioner of Accounts and Deposita , 

" orge C. Baas. Director Research and Statistical Divi s ion , 

Uph•• 

Kr. Coolidge opened the discussi on of the condition of the 

?.3 3 

market and t he possibilities for December f i fteent h financing . He 

reterred to the tact that whereas in JUne the average rate on Treasury 

bonds was 2,t8 it is now 3 , 025 and that in lUne on AAA securities or 

corpor ations it was 3.i6 and now 3 , 86. There is more money now than 

in JUDe, he eaid, with 3 or 4 ot the big insurance companies seeking 

an outlet tor soae s ix hundred milli on. 

ar. Coolidge stated that there are $9i2, 496,500 ot 2t percent 

oert1ti cates maturing December 15th, and that the Treasury will seek 

about a billion dollars additional 1n new money. He suggested that 

~ oertiticate. bolters 

'rhil would bring 

be ottered 1n exch.ange an 18 month one percent 

t heir maturity later than any ot the retinanoins 
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~r the Llbertra; 1t 1a short enough tor a low rate; and l ow enough to 

toroe holders to blgber r ate securit i es. This .ould be stinting on the 

market a l ittl e perhaps, be said, but t here would not be any big oTer­

subsoription, whi ob bad caused trouble in the past. Koreover, it the 

issue di~'t go , it would not be t oo serious . It was taking a chance, 

ho .. Yer, in hie op1nlon, unless the Open Karket Committee was prepared 

to make purchases and adjust the •aturitl es or t heir holdings. 

Kr. Cooli dge indicated that a number present wanted a 3-1/ 8 or 

a 3 percent bond tor the bi l lion new money. 

Kr. Burgess regarded 3 percent as too thin. The one per cent tor 

18 months 1a a little tight , but can be swung, he thought. He t ATored 

letting oertit loate holders exchange tor either or the new issues. 

Rr . Coolidge opposed this on the belief that the certificate holders 

~ll exchange tor the 18 months and also buy the l ong terms tor cash. 

The Open Market Committee holds 140 million ot t he maturing 

certitlcat~ it was stated. 

Secretary KOrgentbau expressed an inclination toward an option 

or two securities tor the certificate holders . Kr. Coolidge preferred 

one , desir ing t o see t he cash go int o the bonds. It was thought that 

three issues were too many a.nd contusing. The Secretary suggest ed the 

possibility or tour issues , with the certificat e holders having a 

choics or an e i ghteen month certificate and a three year certificate or 

not e , and cash subscri bers being given a 4-5 year note and a 12-15 

year bond. 

The Secretary euggeated that no chance be taken on the 18 month 

iftering, that New York dealers be permitted t o name the rate. Mr . 
Burgess thought that the short tera note might be out thin, and said 

that the l&r~e buyers, n.aing the National City Bank, are not 1n t he 
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.kat tor lOllS tera securitlea . 

It was suggested that an eight-year 3 percent bond would go with 
entbueiaa.. 

Kr . Burgess expressed a preference tor two issues only, and was or 

the opinion that it they go big , it will put the market up and the 

interest rate down. It was suggested that the market is in a very good 

condition --- lese artificial than last Spring and certainly as good 

as l a st Spring tor honest buying or a 3 percent bond. 

Kr . Ecclee introduced tor discussion a proposed action by the 

Reserve Board in reducing the maximum interest rate member bank 

pay on time deposits below the present three percent figure, All 

or the members or the Federal Reserve Board except one are tor it , and 

eight out 

.Jleived. 

ot nine or the regi onal banks from whom repliea have been 

Mr. Eccles read memoranda on the sub ject prepared by Dr. 

Goldenweiser and Dr. Currie . He expressed the opinion that the trend 

interest rates is go ing t o be downward and that t he proposed action 

by the System would be a formal recognition or that , and would be 

pt ul for Government financing in t he long run . 

Mr . Eccles expressed the opinion that the rate on a Government 

issue at this t ime should not be more then 3 percent . It will be 

down to 2 and a halt , be thinks , and so there shouldn' t be a very 

heavy offering at even three . The f ield tor capit al is not so good , in 

his opinion, and in view or our creditor position internat ionally may 

not see any very great taprovement tor some time . Compared with Great 

Britain, be sai d, a 3 percent rate tor Government bonds here is too 

To give any higher r ate would be an indication or weakness . Tbe 

is in the hands or the Treasury and the reserve banks , be said , 
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and it ia idle to talk about a natural market • 236 • Leadership at t his t 1me will br ing the banks and the investors 
a long , he thinks. 

Upon suggestion or Secret ary MOrgenthau , it was agreed that tbl 

action proposed by the Federal Reserve Board should be postponed until 

a f ter the December 15th financing , to avoid any interpretation that it 

was designed to encourage and support that f inancing . The Secretary 

indicated that he desired to avoid all appearance or artifi ciality. 

Mr . Young r aised the point that a l owering or interest r ates on 

time depos ita woul d moan an adJustment or t he rediscount rates or the 

reserve banks . 

Secre tary Korgenthau suggested an 18 month note at a rata to go ; 

a new- mone y security between 4 and 5 years at a good rate and a 3-1/8 

t f d f or ~-52 . 

Mr. Coolidge expressed a preference tor permitting subs criptions 

to the present issue , tbst later market developments might put the 

Treasury in a less blamable position than i r it had put out and 

advertised a new i ssue. 

Kr. Eccles saw political danger in paying too much for money, and 

referred to Congressional sentiment for a central bank and tor f ree 

i ssuance of currency in lieu of bonds. Mr. Burgess renewed his expression 

or preference tor only two issues -- an 18 month at 1 percen t and a 

5 year issue at 2-l/4. Re said a 3 percent 14-16 year bond not 

enough and a 3 percent 8 year too generous. Re thoueht the short 

issue would lift t he whole market. 

Kr. Coolidge t h i nks many people would like a bond. Mr. Burgess 

t~Dka it wodd be psychologically harmful tr the bond did not go . 

or the opinion that abort tara financing would atrengthea 
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and t he ll"llll • s . Mr. Black inquired U' the lbsence or a bond 

not be not iced, t o which it was r eplied that a short term maturity 
being refinanced. 

Secretary Morgenthau suggested a bond so priced as to go , aDd 

icated his will ingness to pay to have it go . This will test out the 

mA,"k••t, he said. It the public 1a bondminded , we will sell a halt a 

perhaps a hundred million, and that will be alright. 

is what people with money will do that determines the market, he said , 

he is ~illing to pay what is necessary for money. Apple buyers shadd 

be asked ~3 .00 when the market is ~2.95. 

Mr. Burgess thought three issues a difficult and complicated prot;ram, 

tting people at sea, leading to endless arbitraging and calculation . 

would be a shock to the market and not go so very well. Be echoed the 

cism or a new bond made by Mr. Coolidge, and was or the opinion 

a subscri ption or one hundred million would be a black eye. 

Mr. Eccles stated his pr eference for cheap short term money and no 

Mr . Young wanted a 10118 term- three way offering . 

The meeting adjourned at noon until ~:30. 

Upon reconvening, Mr . Coolidge reported back two plans, the first 

which be thought would work . 

Plan A was tor an lB month one percent bill and a 5 year 2-1/4 percent 

certificate holders to have an option between the two, and 500 

new money in each t o be sought . This he thought woul d strengthen 

Government market and the general industrial market as well. 

~ Plan B was tor converting the maturing certifi cates into an 18 
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Spring -- a t our and a halt year security at 2-l/8 and a 14 year bond 
at 3 per cent. Plan B he described as thin. 

Mr. Bccles opposed paying 3-1/8 for the bond. 

It was reported that all b'ederal r eserve banks were being wired for 
authority for the Open Market Committee to convert all maturities 

into anything offered , the decision to rest on the needs or the market 
and the portfolio; and tor authority to exchsnge up to 100 million in 
the portfolio on a maturity adjustment, but not to increase holdins s . 

Yr. Eccles said tbat it a long term bond is of fered , the Open 
Market Committee should take care or the long term market. This would 
be notice to the banks and the public that the Feder al Reserve is ~oing 
from short terms to long. It the Open Mar ket Committee is not ready r. go into the long t e rm market to make the issue go , there should be 
no l ong term orrered . Mr. Bla ck said the CaDnittee should put the 
entire 140 million into long terms it necessary, and Mr . Young and 

Fancher said it would. 

Yr. Morgenthau suggested a third plan. He would give the 
certificate holders an option or 18 months or 5 years and the new 

money an option or 5 year or long tera 3-1/8. HB said he would be 
satisfied with $250, 000 ,000 subscriptions to the bonds . If there is 
no bond issue at t hie time, Mr . Morgenthau said, it will be said by t he 
press that even the Administrat i on is atraid or a long term offering. 

Mr . Eccles said 3-l/8 is out or line for the excess funds condition 

and the ~overnment should not have to pay that. 

Mr. coolidge remarked toot it is t h.e market rate . 

Mr. Eccles replied tha t there is a lot or market rigging . The 
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~·•·•~ion 1a ahall the GoYernment and the Feder al Reserve oontrol the 

or the banks and bond dealer•• 

~. Coolidge said that a 3-l/8 bond would be good tor oonYeraion 

and that he would like t o aae a 3-l/8 bond in the market. 

It was agreed that Kr. Coolidge an4 Mr. Burgess would oonrer in 

York and oome to a final agreement on Friday. 
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B. 14. Jr: 
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Hoover: 
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• Hoover: 

H. M. Jr: 

Hoover: 

B. 1(, Jr: 

HooYer: 
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Hoover: 

H. lo! . Jr: 

Hoover: 

H. w. Jr : 

Hoover: 

~· H. K. Jr: 

HooYer: 

Hello Wr . Hoover . 

Hoover talking Mr. Secretary. 

I got your message . 

.. 

... : ~· 

We understand that this morning this man Schultz 
accompanied by hie attorney, a man by t he name 
ot James Noonan,went into the United States 
Commissioner ' s Office at Albany. 

Yes . 

And surrendered. Now of course our men are not 
there yet . I ordered men at once to go from 
New York by plane to contact and make certain 
that it is t he Honorable Dutch Schultz. Sometimes 
these lawyers will stage a publicity stunt. In 
talldng with the Commissi oner at Alb8.117 he said he 
bas no doubt 1n his mind that it 1s Schultz. 
Yes. 

But we will have some verification of it within 
the next hour or hour and a half as soon as that 
plane can reach there. 

How did you get a plane ? 

From New York City. 

Oh. What did you do - hire one? 

Yes. We of course hire commercial planes when 
we have to . 

Well I ' ll be here till 3:30. 

Yes. 

Do you think you' 11 know by then? 

Oh I'm quite certain that we will. 

How a.re they holdi ng this fello'tl'l 

We just told the Commissioner to hold W1m there 
and not let him go. 

I see. 

It ' s a question of Just holding him- that ' s all 
it 1s. Be' s being held for us there. 
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on. • t ;. 

And he came in voluntarily w1 th this lawyer. Thi s 
man James Noonan n:eans nothing to me. He may have 
figured in the case over in the Treasury but he 
doesn't mean anything in our files over here. 

James Noonan? 

Noonan. He was his lawyer. 

I don ' t know I ' ll f ind out. You know so many 
attorneys have approached us . 

Yes . And I also had our New York offi ce notify 
the U. s. Attorney, Mr. Conboy, to find out what 
dispositi on he wanted to make of him. 

Yes. 

I mean whether he wants him brought into New York 
City or whether Schultz wi ll ~~ive the removal from 
Albany to New York. 

Well now let ' s see he ' s under indictment for us, 
ian' t he? 

Yes he is. Yes and that indictment I beli eve is in 
the southern di strict of New York. 

Well I think so too . 

Yes . So that he ' s at the present t i me in the Albany 
district which i s the northern district of New York 
and he may of course fight on some technicality 
on the removal. On the other hand if he will not 
waive any technical objections and Conboy wants it 
we ' ll just put him in a plane and bring him on down 
to New York City and turn him over to him. 

But under no circumstances will you let him go. 

Oh no. Absolutely not. 
Absol utely not and just 
that it is Schultz I' ll 
away. 

~e won' t get away now. 
as soon as I get verification 
of course let you kno1v right 

What have yout got? His t humb prints and all that? 

Yes we have his fingerprints and everything so 
ther ' ll be compared at once. I dOD' t think there's 
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any question but I thought before any statement 
might be made by yuu or anything of that kind we 
wanted to be able to assure you that it was actually Dutch Schult z. 

Well then you'll let me know Will you? 

Yes I ' d be very glad indeed Mr. Secretary. 
Yes . O. K. 

Tha nk you. 

***** * ********* 
This is Mr . Hoover, Mr. Secretary. 
Yes. 

I want to let you know latest deve lopments on t hat Albany matter. 

Fine . 

There ' s no question but that it i s Dutch Schultz. 
Yes . 

Now we ' ve talked with the U. s. Attorney and be has 
indicated that 1t Schultz wi l l \Val ve removal - we've taken t he waivers with us up to Albany - he wants him 
to be brought back to New York City. It i s not 
believed, however, that he will waive the r eooval 
proceedings because naturall y he'll try t o fight 
and put as many technicalities in our way as he 
possibly can. In that event the U. s. Attorney has 
not yet decided but he i s going to have bond fixed 
at a very high tlgure . Our belief is that Schultz 
came 1n probably prepared to furn1sh bond and we are 
going t o try and fix that bond at as hi gh a f igure 
as we can so as to make it impossible for him to be 
released. 

How bigh ls that? 

Well I don't know. I certainly think they ought not 
aake i t less than $50, 000 and probably $100, 000. 

If they get anything less than $100, 000 i t will be 
useless. 
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That ' s =Y feeling. I believe 1n fixing bonds 
at the very highest figure. 

Now I 1m net a lawyer, but isn't there some way 
we can hold that fellow 1n Jail after all these months? 

Well of course what happened with this lawyer that 
he ' s got -he no doubt elected giving him an 
immediate heari ng ther e and swear out a habeas 
corpus. That's the trouble. On the other hand 
if he waives the removal - signs t hese waivers -
we have a regular form of waiver that we take with 
us on these trips - to get him to s ign them and 
then put them in the pJane and get them back. If be 
does that we can probably get him down to New York, 
hoping that we can get him in there without anyone 
knowing where he is going and then you folks of 
course can interrogate him. But if his lawyer wants 
to be technical in the matter naturally t hey can 
bl ock you every way. 

Can 't you kidnap him? 

Well I simply won' t hesitate if I get the opportunity. 

I mean all this damn legal red tape - it just t ies 
us up hand and foot. 

It's the most exasperating - the whole thi.ng i s our 
legal procedure protects the · criminal but it doesn't 
help the law enforcement officer. 

Not a bit . 

That' s the whole thing . Now I 1m urging very strongly 
that the bond be fixed at the hi ghest figure possible. 
Mr. Conboy is to let us know somet~e this afternoon 
wbat figure he will have it fixed at or at least what 
the court will fix it at. 

Now we fixed the bonds for these comedians - bootle.gg,~s 
at flOO,OOO and they both Jumped their bonds . 

Yes. 

I mean flOO,OOO sometimes doesn ' t mean anything. 
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No and of course this f ellow - we know what he 
has done 1n the past and he ' s apt to do the same 
thing 1n t he future . So that I th1nk we ought to 
certainly t ry to get not less than $100,000 
bond and i f he Will waive the removal we can get him 
down to New York City where i t would be more con­
venient for you folks to talk to him and where he 
can •t have as much contact with outside parti es. But 
I wanted to let you know that he was Schultz and that 
everything i s moving along Just a s rapidly as it can 
now . 

Thank you. 

You' re welcome, Kr. Secretary. 

*************** 

Hello. 

This i s Hoover talking, Mr. Secretary. 

Yes. 

The bond has been fixed at $100, 000. 

Good . 

He has not made bond as ye t . 
s i gn a waiver of removal and 
set for December 12th. 

He has refused to 
the hearing has been 

What ' s going to happen to him bet•.'feen now and 
December 12th? 

That means that he will be hel d in custody at 
Albany unless he makes bond in the meantime. 

Oh. 

Now our men have him 1n custody t here at the present 
time and I understand that ther e are some repre­
sentatives of the Special I ntelligence Unit going 
up from New York and they'll arrive there this evening 
and of course then we will turn hi m over to t hem and 
we will then withdraw. 

You 118an turn him crrer t o ---

That is he will be in custody at Albany but I ~~ean 
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any other persons who may want to see him or talk 
with hii'D will be entirely in your hands then. 

Well are you in touch with Irey. 

No. I understood from our New York office that 
some agent - Mr. Keyes I think from Wr. McQuillan's 
office in New York - had left at noon to-day with 
an Assistant District Attorney and they were to be 
there probably sometime this afternoon. And I gave 
orders to my men at Albany to not let anybody talk 
to him or see hi m until representatives of the 
Treasury Department arrived . 

Well I 1m leaVing shortly now and if there's anything 
up there that you want to clear through here you can 
talk t o Irey. 

Yes. 

Than~ you very much. 

Thank you very much, Mr. Secretary. 
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arrived in Warm Springs on Monday and drove down 
with Ickes. I tried to find out from him where Tugwell stood 
on the Public Vlorks program but I was unable to get a ny infor­
mation out of him. Ickes, Jimmy Roosevelt and I lunched with 
the President. There was a general discussion. The President 
s e emed quiet and not in a particularly good frame of mind. I 
lea r ned f rom Hopkins ~d Frank Walker that neither of them h~d 
discussed Public Works or relief with the President although 
they had been there several days . 

Tuesday the President had all of us for lunch a nd after lunch be dismissed the people he did not want and I ckes, 
Hopkins, Walker , Tugwell and I conferred. You could have 
knocked me over with a feather when Ickes pulled out of his 
portfolio five copies of his program. It seemed unbelievable 
to me that we had all been sitting around t here for a couple 
of days and Ickes had not given any of us a chance to see the 
program. Ickes ' program was simply a lot of lump sum figures 
for different projects but a l l based on methods used heretofor e , 
namely, 30% gr ants and ~ i nterest. He had not gotten the 
President ' s i deas at all and in no pl ace does his report t ake 
into account t he fact that he would have to use men off relief 
rolls. The President was inclined to be short with Ickes and 
I got over to the President in front of Ickes that I had nothing 
definite to figure any financi al program on. 

Hopkins t alked rather loosely about taking four 
million men off the r elief rolls and giving them jobs. Ickes' 
figures showed 2 mill ion men on direct relief and 2 on indirect 
relief. Tugwell and Walker contributed nothing. I got the 
definite feeling of antagonism between Ickes aod Hopkins and 
could not see how we would get anywhere until the President 
would designate who was going to carry out this program. We 
conferred £or about an hour and then the President took us for 
a drive . In the evening after supper I called him on the phone 
and told him that I didn' t think we would get anywhere until 
we decided on who would run it firs t and 1f t hat was decided we 
could quickly get a progr am. I n a very emphatic and rather 
angry tone of voice he shouted a t me "I will get a progr am within 
48 hours . I am going to get my program first and I will not 
settle as to who i s going to run it until I get my program" . 
I said, "I am sorry, !lr. President, I think you are wrong" and 
then asked him if he minded my hbving telephoned him and in a 
very sweet and-fri endly tone of voice he said "of course not" . 
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RELEASE , l.!O!UiiNG lmTSPAPZRS 
Uon6ny , December 3, 1934. ' 
12-1- 34. 

Washington 
248 

PJ·oRs S11rvice 
No. 3-?2 

Secre tary of the Treasury Morgenthau today annoa~ce~ that the Decem­

ber 15 qus.rtorl:• financing would co11sist of an offering for caah of 

$450,000, 000 of 3-1/8 percent Treasury bondc and an off ,ring for cash of 

$~50 ,000 ,000 in 1-1/B per cent Treasury notes . The holders of Treasury 

certific~tes of indebtedness of Series ~19~4 , maturing December 15, 19340 

are gi ven an exchange offering at their option into the 1-1/8 percent notes , 

which will ~roture June 15, 1936, or into 2-1/8 percent ooteo mnturing June 

15, 1939. ~e amount of maturing certificates outst~:ng is $992,4960 500. 

TrGasury bonda bearing interest at 3-1/8 percent arc offorad only on 

cash subscriptions nt par a.~d ~ccru~d interest to the a~cubt of $450, 000,000, 

or thereabout a. T':,oy are to be 15-18 year bonds , dated. December 15, 1934. 

They wi l l ~aturo December 15, 1952, but may be redeemod at the option of the 

United States on and after December 15, 1~9. 

Treasury notes of Series E-1936 are offered for ca3h subscription in the 

amount of about $450, 000,000 and in exchange, w1 th the r ight reserved by the 

Secretary of the Treasury to increaoo tho off"ring by on amount sufficient t o 

accept all subscriptions for which payment is tender ed in Tr~sury cer t ifi-

cates of indebtodnoee of Series TD-1934. T'ne notes of Scrioa E-1936 will be 

dated December 15, 1934, and will b~r intor, st from thAt date at t~ rate of 

1-1/8 percent por annum, pnyablR aominnnually on June 15 and December 15. 

They wi ll mnturo June 15, 1936, and will not bo subject t? call for r edemption 

befor e that dato. 
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Treasury notea of Seriea A-1939 are offered only in exchange for 

Treaaury certificates of icdobtedness of Series TD-1934, maturing December 

15 , 1934, They are not offerod for cash. These notes will be an Addition 

to (lnd will form a part of the aeries of notea iasued on June 15 , 1934, 

purauant to Depertment Circular llo. 513, dated June 4, 1934, and are 

identical in all respects t herewith except that interest on the addi t ional 

notes issued will accrue from December 15, 1934. The notes will b,...­

intereat at the rate of 2-l/8 percent per annum, J>a¥able aomiannually on 

Juno 15 and Dececber 15. They will JZ:ature JUno 15, 1939, and will not be 

aubJoet to call for redemption before that date. 

As more specifically aot forth in the official circulars issued tod41, -

t ho Treasury bonds will bo ox«npt, both as to principal and interest, from 

all taxation, oxcopt estato or inheritance taxes, surtaxes, excess-prot'ite 

and wal'-profita taxes; the interest on bonds (issued under the Sec?nd Liberty 

Bond Act) up to $5,000 of principal a:tount under one ownerehip will be 

exempt from all taxation; and the Treasury notes will be exempt , both as to 

principal and interest, from all taxation except estat e or 1nheritance taxes. 

The Treasury bonds will be issued in two forms, bearer bonds with 

interest coupona attached, and bonds regiatered es to principal and interest, 

and in the denominations of $50, $100, $500, ~. ooo, $5, 000, $10, 000 and 

$100, 000. The Treasury notes will be issued only in bearer form with coupons 

attached, and in tho deoominationa of $100, $500, $1,000, $5, 000, $10,000 

and $100, 000. At notos of Series A-1939 are datod June 15 , 1934, with 

Regraded Unclassified 



- 3-

intereot accruing f rom Decem~er 15, 1934, the notes ~ill be delivered 

with coupon Tio. 1 , dated Decem~er 15, 1934, detached. 

Applications will be r eceived nt tho Federal reserve banks and 

branches and a t the Treasury Department , Washington . Banking institu­

t ions ;;enorall::; will hanc\le applicnttono for subscribers , but only the 

Federal reserve banks and tho Troaoury Depar tment aro authorized to 

net aa official agenciee . 

Applications for Treacur::; ~onds of 194S..52, anci cash application• 

for Trolnaury not es of Sorioa E-1936, unloss made b::; "" incorporated bank 

or true~ company, must be acco:rpnnied by ~nt in full or by Jl0¥11'0nt 

of five percent of tho amount of bonds or notes applied for , and if 

payment for bondd or not~o is not mndo or compl et ed on tho prescribed 

date tho five percent peymcnt s'M.ll bo forfeited to tho United Sto.toe, 

upon declaration made by tho Secretary of tho Treasury in hio discretion. 

Exchongo applications for TreMury not.:s of Sorice E-1936 Md for 

tho o.dditional i~suo of Tro~sury notoa of Series ~1939 should bo o.ccompanicd 

by Trcasuy certificates of 1n6.obtodno~a of Ser iee TD-1934, m t urin& December 

15, 1934, t ender ed in puym~nt . 

Subject to the rouorv~tiona sot forth in the offieio.l circular s , eaah 

subscriptions for the b~nd.u or f'lr t ho notes of Ser ies E-1936 for ar~ounts 

up t o nnd includin& $10, 000 will bo given pr eferred nl lotmont , nnd othor 

cnnh subscriptions wi ll bo allotted on >\11 cqt>'ll pcrccntngo baoiG, ond 

oxc~<mgo subsc!·ipti~n11 for no too of Sor ice E-1936 and Sorioa ~1939 , in 

p.~c"t of which Troaoury ccrtificntos of indobt cdnass of Sorioa Tl>-1934 

nro tondcred will be o.llot tod in full. 
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The holuor a of T~casury ccr tificntea of indebt ow1onu of Sorios TD-1934 

~aturing on Docembor 15 , 1934, oro n~w offo1•od tho opportunity of exchanging 

thoi r cartificatoa for 18-m~nth l - 1/8 ]JJrcent , or 4-1 /2 year 2-1/8 porcont 

Treasury notoA. Interest on tho public dobt to the ~:7Unt of nbout 

$137, 0001 000 is ~ble on Daceober 15, 1934, 

The t ext o! the officinl circulnra follow: 
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3-1/8 PZl!~l';.' ~1 BO:ms 0? 1949- 52 

'.'renoury Depart:nent Ci rcular l!o . 526 . 
Public Debt Service 

December 3 , 1934, 

Tho Sec1·e tary of the Treasury , purs\11\nt to the authority of the Second 

Lib,n·ty Bond Act , appr oved September 24, 1917, as Bl!iOndod, invites subscrip­

tions , at par and accrued interest , from the peopl e of the United Stntoa , for 

throe and one- eighth per cont bon~a of the United Stat~s , dosi~ted Treasury 

bonds of 1949- 52. The amount of the offerinc is $450,00C ,OOO, or thereabouts . 

Description of Bonds 

Tho bonds ~ill bo dated December 15, 1934, and nill boar interest from 

that dr.to at the r~to of three ROd ono-oiChth per cent per annum, payable somi -

annually on Jttn~ 15 and December 15 in each year until tlw principal amount 

becomeo po.vable. ':'hey will mature Deccobor 15, 1952, but liltiY be redeemed at 

tho option of the United States on nnd o£ter December 15, 1949 , in whole or in 

part , at par and a ccrued intero&t , on :u:y interest <~<v or di'.ys , on 4 nontho ' 

notice of,rodcaption Given in such manner ns tho Secre~~~3 of the Treasury shall 

:9rcscribe . In case of partial redempt ion tha bonds to bo redeemed will be dQ-

tominod '.)y such mot::.od ns ClllJ' be proscrnod b;; tlw Secrot.-..ry of tho Treasury. 

Fl'orn tho dot., of rodempt ion desif.')l\tod i n any ouch notice , intorost on tho bonds 

cnllod for rodompt ion shall conso . 

The bonds nhall be exempt, both as t o principal and interest , from all 

taxation now or hereafter imposed by the United States , nny State , or~ of 

the poaacoaiona of the United States , or by any l ocal t~i~ nuthority , oxcopt 

(n) es tate or inheritance taxec, n~d (b) graduated additional income taxes , 

ccx:monly !mown as surtaxes , nnd exceee-profits nnd wnr-pr<lfits taxes , nO\'I or 
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h.lredtar ir:pc.sod by the United Sto.toa , upon tho.incomo or profits of individu.-

o.ls , partnornhips , o.csocio.tions , or corpot·o.tiona , The intoroat on tu1 amount 

of ·uonds O.\~thorho<l by tho Second Liberty Bond Act, o.pprov.>.l Septombor 24, 1917, 

o.G .ooendod, tho pt•incipnl of which doos not o::coed $5,000, o•mod by tu\J" individu.­

r~ , pnrtnorship, o.aaocio.tion, o:- .corpomtion, sho.ll be oxoz:rpt !'rca tho tr.xes 

provided for in clnuao (b) o.bove . 

The bonds will be acceptable to secure deposits of ~~blic moneys , and will 

bear t!w circulation privUet;o only to tho e::t ent pro·ri~..:>:l in tha act approved 

July 22, 1~32 , as a.'!lended. '"hey niH not be entitled to e.nj" privilece of 

conv~rsion . 

Daaror bonds wi th int£rest coupons a tto.chcd , ~d bonds rectatered as ~o 

pr~ncipal nnd intoroat , w1: 1 be issUQd i n donorui:w.tiono o~ $50, $100, $500, 

$1 ,000, $5,0-:JO, ~10 , 000 t'.Dd $100 ,000 . Provicion r.ill bt: r:l'\do for tho intcr­

Cbn.~ of bonds of different dcn~~inntiono o.nd of coupon ~nd rogistorod bonds , 

o.nd for the trnnsfor of rogistor<;>d bondo undor rules o.nd. rw;ulo.tions r>roscribo:! 

by the Sccro to.ry of tho Tree sury, 

The bonds will be subject to the gcnoro.l Ngulation~ of the 'l'rc~;~sury Dc­

p.~rtocnt , now or ~oroo.ftcr prescribed, covornin« United St~tos bonds. 

Applica tion nnd Allotment 

Applicationo will bo received at the fodoral reserve bnnka and branches 

and at the 'l'rcaeury Department , lfaahington. llanking institutions generally 

will hen<!lo applications for subscribers , but only the Fct.oral reaorve .banks 

and the Treasury Depnrtr•ent o.ro o.uthc:.rized t o o.ct as official ogencies . Appli­

cations , unless nl.'\~.0 b:r an incorporntod bnnk or trust CO<ll,i;>I'.DJ" o r.Nst bo nccanpo.nio•' 

by ~ont in full or by ~nt of 5 par cent of the ~~ount of bonds o.ppliod 

for. Tho Soereto.r,y of the ~enGur:r rosorvos tho riGht to cl oao tho books as tQ 

lillY or all cubacripti ona or claasea of 11Ubccript1ona at ~J~ time without notice • 
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Tho Secretlley of tho Troo.sury roaa rvoa the ri&itt to reject any !!Ubscrlpt ion, 

in wholo or in port , to allot loss than t ho acount of bonds nppl1ed for , to make 

o.llotmontn i n full upon opplicationn for amnllor AZounto end. t o mnko roduood ol­

lobnonta UpOn , or to rcjoet, opplicntions fo:- lr.rcor =aunts, to cnl:.o clnaai:l'iod 

allotments or to make nllotmonta upon n grl'.dW>tod scnlo , or to ndopt "''¥ or o.ll 

of snid oethodo or sucn other reothoda uf nll~tl:lollt o.nd clnss1ficnt1on of 1\llot­

montu l'.a shnll bo docood lr.• h1!:! ~o ;,o 1n thQ public interest; nnd his nction ,in 

nny or nll of thono roopoots or~ll bo finnl . Subject to thcoe rooorvntiona , 

aubacr1¥t~ons f or ~unta up to ccnd lncluiine ¢10,000 vill be ctvon preferrod 

:'.llot:r.ont , c.nd nll other oubscriptlons l'lill ':>o nllottod on nn oqW'.l pcrcont/\(;0 

bnsia . Allotl"•lOnt !\Oticoa will be oont out pfOL"!'tl;r upon nllobont , ond tho 

b..'\cis oi nllot:..cnt will bo pu"licly I'.JL"louncod. 

PCI/ 'liiOn t 

Po,yr.ont c.t p."\r :md nccrucci interest , if nny , for boJ;~da allotted hereunder . 

must be J.ll>.do or OOI"llplo t od on or before Decot~bo1· Hi , 193-:, or on le.tor allotment . 

In eveey case 11here ~nt iu not so cooplot~d , t::G 5 por cont p~~;~DCnt with 

e.pplicotion shnll , upon docle.re.tion modo by tl;lo S<:cretn:-;r of tho 'bonsury in his 

discro tion , bo f orfeited to t:-m U:1i ted Statoe . Any quAlified dopoai te.ey \till be 

permitted to~ pe.yr~nt by c1~dit ~or bo:1da allotted to it for itself and its 

cuotano ra up to tiny amow1t for <":hich 1t sbnll bo .;uolifiod in oxcoas of exiating 

depoe ita when ac notif'iod b7 tho ?odoral rcnorvo be,.-(: of its ciiatrict . 

Gcnornl Provioi~ 

A& !iscnl r~nts o! tho United Str.tcG , iodo~~ rocorvo ~~~ ere authorized 

l'.nd roc:.ucctcd to receive oubecripticnG, to W\)Q) t>~lotmontu on tho bl'.r.ia nnd up 

to tho nmou."lta indict\ood by tho Soc1·ctl'.ey of the Troocury to tl.o Fodcml rooorvo 

bc.nl:a of t ho r<>opoctivo diat:·ictn , to is= 1\llot:::cnt noticos , to rocoivo pl';f­

ment for bonds '\llottod, to lll..'\..'a:l dolivorJ of bondc on f'ull-J.l"id <mbscriptiona 

o.llot~od, rlld. they me.;.· ioouo intorl.:ll rccoipta pond.inG dcliveey of tho definitive 

bondo . 
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The Secrett\l')' of tho 'l'r<'n!IU17 mo;;t n t MJ' ti:no , or f>·a.n tir.lo t o time , pro­

ccribo suppl~montnl or nmandntorJ ruloe nnd r o(.luntione governing tho offering, 

which will be c omz;run1Cl'.tad promptl~ to tho Fodorc.l r J aorvo 'bnnke . 

BE!I!!Y l!OR!ES'7J:iA.U , Jll, , 
Socro t ncy of the !l'l·ilnll\lr)" , 
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1-1/8 PERCENT TBXASURY l!OT3S OF SERIES :&-1936 

'l'roaaury Depnrtmont Circ>.Uar llo . 527. 
Public Debt Service. 

Dececber :; , 19:>4, 

'l'he Secret!l.ry of the 'l'reaaury, pursuant to the authority of the Second 

Liberty Bond .A.ct, approved September 211 , 1917, '"' runended , off ot·o for aubtcrip­

tion, at par and accrued interest , ono and one- aighth percent notea of the 

United States , designated 'l'ronaury notoa of Series E-1936. The amount of tho 

offorin« is $450, 000,000, or theronbouta , with the right rer.ervod to tho Secretary 

of tho ~reasury to increaoe the o!foring by an amount sufficient to accept nl1 

aubacriptiona for nnich Treasury cortificntos of indobtednesc of Sorice TD-1934, 

maturing December 15, 1934, ru-o tondorcd in 'P'l.}'mOnt and accepted. 

Doacription of !lotos 

Tho not es ><ill bo dated Decembat· 15, 1934, and .,ill '!:lear interoat froll'. that 

~~t a a t the rate of one and o~e-oi~~th percent per annum, paynblo semi-annually 

on Juno 15 and December 15 in each yoar. The;r will maturo June 15, 1936, o.nd 

will not bo subjoct to call for r edemption prior to ma~urity. 

Tho notes shall be exompt, both aa to princi~l ~d interest , !rom all 

t~ation (except estate or inheritance taxes) no~ or hcr~~ftcr imposod by tho 

United States , ~Stat~ , or any of tho pocoescions of tho Onitod Statos , or by 

any l ocal to.xlng ''utbority. 

The notes will be accoptod at p~r dur ing such tiii'.O a.~d under such rulos 

and r egula t ions as sh.111 bo prercribod or approved by the Secretary of tho 

'l'roaaury in pnymo11t of income Md profitu taxes payable at the llll\tur1ty of tho 

notoc. 

Tho not es nill be acceptable t o ooeuro deposits of public monoyo , but will 

not bear the circulation pr ivilogo. 

Bonror notes rith interest coup?no attached ~ill be i3aued in denominations 

ot $l'Xl, $500, $1, 000, $5, 000, $10, 000 and $100,000. 'l'ho notes will not bo 

i aaued in regiatprc: . form. 
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An~lication nn~ Allotment 

J.J)plicationa "ill be r eeoi vod a t tho l'odornl Reserve 'bank1l !llld branches 

a.'ld at the Treasury Do»nrtment , 'llushingt on . Banking !nst1t•1tiona generally will 

handle applications for aubseriber a , but only tho l'od"ral r esorvo banks and the 

Troa aury Depar tment a r o authorized t o act ao official agencies . If pnymont is 

to bo made in cash, e--.ch a pplication, unlooa mo.de by ar. i ncorporated b'Ulk or 

trust company, must be accompanied by ~nt i n full o r by ~t of fivo 

percen t of tho amount of not es applied for . ~c Secre tary of t~ Treasury 

r eserves tho r ifP\t t o close tho books as to nny or e.ll nubscript1ono or c las ses 

of subscr ipt ions at any time uithout not ice. 

~nc Secre tary of tho Treasury r osa rvoa tl~ ri~~t t o r e ject nny oubacription, 

in r.hole or in rnrt , t o all ot loss thnn tho ~unt o! nc tcc appl ied for , to cake 

nllo toonts i n f\lll ~n npplie:'.ti~ns for aa>llcr :u:l?unt£ !lnd to cnk:> reduced 

allot ment& upon , or t o r eject, appl1ont1ono f or large r ~unto, t o make classi­

fied al l otments or t o make al l otments u~on n graduntod coal e , or to adopt any or 

all of said me t llodo Ol' such other r.~cthodo ? f allotment and claooification of 

allotments as nhnll bo deemed ·oy h i m t o be in tho public i nt c r out; and his 

action in any or al l of thcno r espects ot411 be final, SubJect to those rose~ 

tiona , c.'lsh subncriptiona f Jr ar.>eunt n up t o a.'lli ineluCing $10, 000 uill be given 

preferred allo tment, all ot her cosh s•Jbncrlpt i'>n& will be ~llottod on an equnl 

percentage bnsis , nnd oubscriptionc i n p:.l~ll\lnt '>f uh icb i'rcaoury cortificates of 

indebtedness of Seri es TD-1934 are t on•'or od r'ill bo allotted i n full . Allotment 

notic~s will bo oent 0u t pr or.ptly up ·n llllottlont, and t h:: baoia ? f "\llo tmont \Till 

be publicly tmnouncod. 

FXII'.Ont 

PayJ:>Cnt o.t {l{'r and accrued inter est, if nny, f or notes allotted on cash 

subscriptions must be mndo or coopl c t od on or before December 150 1934, or '>n 

late r allotment . In ovory cnso ~hero payr.~ont is n ot so coQPlot od , tho five 

percen t payment with a pplication shall , upon doolaratlon modo by t ho Socrc tnr,v 

ot tho Tro:.sury in h ie discretion, be t o rfc-itcd t o tho Un1tod States. Ally 
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qualified ~opoaitary will bo pcraitt cl t~ r.3k~ ~~nt by credit t or notoe 

1\llottod ?n C3ah t>ub~cripti?ns t ? 1t for itnclf ,lll_-_ i t s cuatocers up t o :ulJ' t\DOunt 

for "ilich 1t s h::U.l be qualified in oxcllon of ~xist1~ c!.o.PQsits 11hon 81) notifiot\ 

by t ho ll'otl:rol r.:>sorve bnnk of itu d1a tr1ct . Trcnsur.r ccrtlfic.-.toe of i ndobtad-

nasa of Sorios TD-1934, =turin~ Doconbor 16 , 1934, t~ill bo occopt~d 1\t pnr in 

pt\yt:\Ont for <'~IIY no t es subscribed for <"Lr.d nllottc~. :md such pnynent uh?ul d 'bo 

n~o IThon tho subs cription is t ender ed, 

Gc:1.ornl Pro·1ioions 

Aa fiscol ogcnta ~r t~o Unitnd S~ten , Federal r 3servo banks ~o nuthor1zod 

lmd roqucntod t o receive subscriptions, t o rt>.ko '\llotncnts on t!:o basta t\1\d up 

to tho or-.?unts in·'.i ated by t ho Socrotar;l l)f the Treasury t o tl-.e Fo<i~rnl reserve 

b-.nko of tho rvcn~ctive di s tricts , to issue allotnc:1.t ncticos , t o r eceive ~ 

ocnt :·or no tes allot t ed, t ? r.1..'1ke c'.olivor;r of notes on full- p.-.id subocriptions 

nllot tod , :ml tho~' roy issue lnt.:>rir.l r eceip ts pending ..lclivcr ;r of tho dofiniti.vo 

no to a. 

Tho SccNtro-:r of the TrG;\3ur~· r:;x,r •.t ·my tir.o , or froo tir::o t ? tine , pro­

ocribo snpploncnt..'\l ? r :>ncnd.'ltor.r rulo3 on~. regulations govcrni,.; t ho offering , 

!!El:RY MOP.GE!lTlL<\U, JR, , 
Sccr d:\r',f <lf tho Treasury . 
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2-1/ B PERCEIIT TRF.ASURY llO'l'ES O'J' SERIES .A.-1939 
Additional Issue 

Treasury Department Circular No , 528, 
Public Debt Service 

December 3, 1934 

The Secretary of the Treasury, pursuant to the authority of t he Second 

Liborty Bond Act, approved Septe:nber 24, 1917, aa amended, offers for subscrip­

tion, at p:1r , an additional amount of two and one--eighth por cent note a of tho 

United Statoa, designated Treasury notes of Series A-1939, in pB¥ment of which 

only Treasury certiticates of indebtedneaa of Serioa TD-1934, maturing December 

15, 1934, ln&¥ be tendered. The amount or the offering is l imited to the 

amount o~ Treasury certificates of indebtedness of Serioa TD-1934 tendered and 

accepted. 

Description of Hotoa 

The notes now offered will be an addition to and will form a part of tho 

aeries of two and one-eighth per c~nt Tr easury notes of Series A-1939 issued 

pursuant to Department Circular No. 513, dated June 4, 1934, are identical in 

all respects therewith (except that interest on tho noteo issued under this 

circular will accrue from December 15, 1934), will be freely int erchangeable, 

and are described in the following quotation from said circular No. 513: 

"The notoa will be dated Juno 15, 1934, and will bear interest from 

that date at the rate of two and one-eibhth por cent per annum, PB7able 

semianl'ftl.all;r, on December 15, 1934, and thereafter on June 15 and Dec~ 

ber 15 in each year. Tboy will mature June 15, 1939, and will not be 

subject to call for redemption prior to maturity, 

"Tho notoa ahall bo exempt, both aa t o principal and intorest , from 

all taxation (except estate or inheritance taxes) now or hereafter 

impoeed by the United States, any State, or any of the posaeaaiona of 

the United Statoa, or by a~ local taxing aut borit7. 
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"The not es will be accepted at par durin« such time and under 

such rules and regulat ions as shall be prescribed or a!l!Jroved by the 

Secretary of the Treasury in payment of income and profits taxes 

~able at the ~aturity of the notes. 

"The notes will be acceptable to secure deposi~s of publ ic 

moneys, but will not boar the circulati on privilege. 

"Bearer notes with int er est coupons attacoed will be i ssued in 

denominations of $100, $500, $1, 000, $5, 000, $19, 000 and $100,000. 

The notes will not be issued in registered form.• 

As intoreat on the notes i ssued under thia circular will accrue from 

December 15, 1934, notes will be delivered hereunder with coupon No. l , dated 

Docember 15, 1934, detached, 

Application and Allotment 

Applications will be received at the Federal reserve banks and branches 

and at t he Treasury Department, Washington. Banking institutions generally 

will handle applications for subscribers, but only the Federal reserve bauKs 

and tho Treasury Department are authorized to act as offici al agencies , The 

Secretary of tho Trealluey roservea t he right to cloaa the books as to &.rf1 or 

all subscript ions or claaaoa of subscriptions at OQf t ime without notice, 

T'nc Secret ary of tho Treasury reserves the right to reject ~ sub­

scription, in whole or in part, to allot leas than the amount of notes appli~ 

for, to make allotments in fUll upon applications for smaller amounts and to 

make reduced allotments upon, or to reject, applications for larger amounts, 

to mako classified allotments or to make allotments upon a graduated scale, 

or ~ ndopt aey or all of eaid met hode or such other methode of allotaaont and 

claaaifi cation of allotments as shall be deemed by him to be in t he public 

interest: and hia ac t ion in aQf or all of these reapecta shall be final , SUb-
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ject to theGO reservations, all subscriptions will be allotted in full , 

Allotment noticea Will be aent out prom~tl1 upon allotment , 

P!!.Yll!OPt 

P~ent at par for notea allottod hereunder muet be made or completed on 

or before Docamber 15, 1934, or on later allotment , and ma1 be made only in 

2-1/4 por cont TreasuT1 cert ificat es of indobtodnoee of Series TD-1934, 

maturir.g Doeanbor 15, 1934, wbicb wUl be BCCC'Pted at par, and ahould ace~ 

the subscript ion, 

General Provisione 

Ao fiscal agents of tho United Statee, $edoral reserve banks are authorized 

and requested to receive subscriptions, to make allotments on tho basis and up 

to the anounte indicated b1 the Socr et&r1 of the TreaSUT1 to tho Fodoral ~oservo 

banks of the respect i ve districta, to issuo allot ment notices, to receive y81-

ment for notes allott ed, to make deli·,ery of notee on full-paid aubacri~tiona 

allotted. and the1 m~ issue interim r eceipta pending deliver1 of t he definitive 

no t e s , 

The Sccrotary of t he Troasury ma1 at 801 t ime, or from time t o time, pro-

scribe supplomontal or amendatory rules and re~lations governing tho offerina, 

which will be communicated nromptl1 to tbo !adoral reserve banka, 

!miRY MORGEllTIIAI1, JR., 
Seerotar1 ot the Treasury. 
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'faahln&ton 

FOR RELEASE , MOR!IING li!!IS PA¥".415 1 

Tuesday, December 4 , 1934. 

249 
Press Service 

No. 3-?4, 

Secretary of the Treasury llorgenthau announced last night that the 

subscription books for the current offer ing of 3-1/ 8 percent Treasury 

bonds of 1949-52 closed at tha close of business llonday, December 3 , 

1934. 

The subscription books for the offering of 1-1/8 percent Trensury 

notes ~t per1ea ~1936 also cl osed at the cl ose of business llondny, 

December 3, for the receipt of cash subacr1pt1ons, but will reoaln 

open, together with the 5ubscription books for the 2-1/8 percent 

Trca~ury notoa of Series ~1939 , until further notice , for the receipt 

of subscri ptions for which payment is to be tendered in Treasury 

certifUcates of indebtedness of Series TD-1934 , maturing December 15, 

1934. 

Cash aubacr 1ptiona for Treasury bonda or for Treasury notea 

of Series E-1936 plnced in the mall bofore 12 o ' clock, midnight , 

December 3
1 

as shown by tho post office cancellation, will bo 

considered as hnving been entered before the close of tho subscription 

books • 

.lnnounceoent of the amount of caah aubacriptions nnd t he 

baaes of allotoent will probably be made on Thursday, December 6. 
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FOR llllll!:ll !ATE RELEASE , 
Wodnesd!y, December 5 , 1934, 
la-~34. 

Wanhington 250 

Preae Service 
tro . J,-77 

SecretAry ot the Treasury llorgenthau has announced that the aubacription 

booka for the current o!fering of a-1/8 perce.nt 'l'reaaury notes of Series 

~1939 will close at t he close of buninoaa tomorrow, December 6, 1934. The 

subscription books for the offering of 1-1/8 percent 'l'reaeury notes of 

Series E-1936, which were closed ~t tho close of business December 3 for the 

receipt of cash aubscriptions, ~ill oleo close at the close ot business 

tomorrow, December 6, for the receipt of exchange subscriptions. 

Each of theso two note issues ia now opon for tho receipt of aubscrip-

tions for which payment is to be tondered in 'l'reasury certificates of 

indebtadnoss of Serios ~1934, maturing December 15, 1934, Any such 

subscriptions placed in the mil boforo 12 o ' clock, midnight , Deesober 6 , 

ao shown by tho poet office cancellation, will be considered as having been 

ontered before tho close of the subscription bo?ks , 

Announcement of tho amount of ~ubocriptions and their division among 

the several Fodornl reaorvo dietrich ~<ill be made later. 
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TXUSURT DEP.ARTI.!EB'T 

J'OR RELEASE, llORNING NEWSPAPERS, 
J'r1day. Deoember ? , 1934, 

Washington 251 
Press Service 

No. 3-81 

Secretary of the Treasury Worgenthau toda¥ announced the subscription 

figures and the basis of allotment for the December 15 cash offering of 

3-1/8 percent Treasury bonds of 194~52 and 1-1/8 percent Treasury notes of 
Series E.-1936. 

Reports received from the Federal reserve bonks show tnat subocriptiona 

for the offering of Treasury bonds, which was for $4501000, 000, or thereabouts , 
aggregate over $2, 300,000, 000• Subscriptions in amounts up to and including 

$10, 000 were allotted in full and those in amounts over $10;000 wer e allotted 
18 percent , but not less than $10, 000 on any one subscription• 

For the cash of!'ering of Treasury r.otes , which was for $450, 000, 000; or 
thereabouts , subscriptions aggregate over $3, 000,000, 000. Cash subscriptions 

in amounts up to and inclueing $10, 000 were allotted in full , and those in 

amounts over $10, 000 were allotted 14 percent , but not less then $10, 000 on 

any one subscript ion. 

As previously onnounced, the subscription books for the 2-1/8 percent 

Trensury notes of Series ~1939 1 and for the 1-1/8 percent Treasury notes of 

Series E-1936, closed last night for the receipt or subscr iptions in payment 
for which certificates of indebtedness maturing December 15 e re t endered. 

Further details as to subscript i ons and allotments will be announced when 

final r eports are r~ceived from the Federal r eserve bankso 
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December 6th 252 

I called Steve Early and told him t hat the report 
which Vi ner made on the survey of "Loans to Industry" criticized 
Jesse Jones and Leo Crowley. I asked him what I ought to do 
and he advised my letting both of these men see the report. 
Upham will show Jones and Crowley the r eport and we will t ake 
it up a t our next Lending Agency meeting. 

December 7th 

Spoke to Louis Howe. Morri s Er nst saw Louis Howe 
to- day about a newspaper union writers ' code and Louis said that 
he d i dn't let on to Morris Ernst t hat he had t alked to the 
President before he saw him a.nd advised him to appeal t o the 
Code buthority and that Mr. Ernst said he would . The reason 
that I wanted Ernst to see Louis was t hat I felt again Donald 
Richberg was selling out to big business, this time it being 
t he publishers to the newspapers as against the writers who 
wer e members of the newspaper union. Richberg has thrown out 
hints that he had to do this as the President had some secret 
agreement with the publi sher s and I felt that by sending Morri s 
Ernst to Louis we could find out whether or not Richberg was 

double- crossi ng the President. I suggested t his thought t o 
Louis and he said if he is double-crossing i t is not the first 
time. 

Kr . Morgenthau telephoned Chester Davis and asked him 
what he thought &bout Oscar Johnston, as Kr . Morgentbau wanted 
to take him into the Treasury to handle all agricultural credit. 
Chester Davis said he is one of t he smartest men he knew in that 
particula r field. 
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December lOth 253 

9: 30 Staff Meeting 

The fol lowing people attended the 9:30 conference to-day: 

Vr. Coolidge 
!Ar. Oliphant 
Vr. McReynolds 
Wr. Gaston 
Mr. Upham 

Dr. Viner 
Wr. Haas 
r.lr . Gibbons 
Wiss Roche 
llr . Robert 

Wr.Coolidge reported that Dr . Feis had called him 
and said that the State Department was getti ng together a 
Departmental Committee on t he question of German cotton. Mr . Mor­
genthau immedi ately telephoned Mr. Phillips at the State De­
partment and told him that he was very anxious to keep the 
Treasury ' s position vdthin definite lines on this question of 
German cotton. He also told him that the Treasury i s represented 
on the "Sayre Committee" and did not see how we could also handle 
a nother ·committee . He explained to Mr. Phillips that this question 
of Geroan cotton was a very delicate thing and if possible we 
preferred to avoid not to go on any more committees. Mr. Phillips 
promised to look into the matter nnd l et us knor1. 

Mr . Morgenthau told Mr. Coolidge to handle the Red 
Cross meeting on Wednesday at 11 o ' clock. Llr . L!orgenthau told 
Mr. Coolidge that the only thing he was interested in was that 
all of the Red Cross money should be put into government bonds . 

Ur. Robert reported that he made an investigation on 
the sheets of s\ amps ; that the Bureau of Printing and Engraving 
has been cleared and that there was a breach of confidence 1n the 
Post Office Department . Mr. Uorgenthuu asked that Llr. Robert 
secure a l etter from the Post Office~partment clearing the 
Treasury . 

llr. IAorgenthau called Mr. Robert ' s attention to the 
fact that he is not satisfi ed with the protecti on at the Denver 
Mint . He said he wanted an independent elect r i c light plant; 
enough water to take care of the people for one week; he wanted 
installed electric ray around the building; he wanted machine gun 
protecti on and poisonous gas protection. In other words , he told 
Wr . Robert that if there ever was a raid that we had enough 
protecti on to handle a mob. Be asked Mr. Robert for a report. 

Mr. Morgenthau told l.lr . Upham to telephone Mr. Uoffet t 
and Mr. Fahey and find out whether either or ganization can do 
anything towards assisting i n t he construction of new houses . He 
wanted this information before the 2:30 Lending Agency Ueeting 
this after noon. He also asked Upham to f i nd out what there was 
to t he story that a steel cor poration is going to build 50, 000 
houses . 
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Yr. Gibbons asked whether Miss Roche could not be 
put in charge of the Veterans Bureau. This bureau and all its 
hospi tals are not part of the Public Health . 

!.!r. Morgenthau said that Mr. Kemper, whom he was 
considering tald.ng into the Treasury as an Assistant Secretary, 
was coming in to see him at 10:15 this morning. After his visit 
be wanted Ur. Kemper to see Ur. Coolidge , Oliphant, Viner and 
Miss Roche and asked these people to have a talk wi t h him and 
bring in their r ecommendati ons at tomorrow morning ' s meeting . 

Wr . Uorgenthau sugeested that Uiss Roche sec Ur. Farley 
newt that she has been sworn in as Assistant Secretary. He said 
that ~r . Coolidge had done the same and tha t Mr. Gibhons would 
arrange for such a meeting . 

Hr . Gibbons v;anted :.lr. l.lorr.enthau to send Mr . Farley 
down on a Coast Guard ship soml"where to dedicate a Post Vff ice 
and !.lr . Morgenthau t urned l!r . Gibbons dm·m. 
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December lOth 

The Secr etary saw Ltr . Thomas Harrison MacDonald 
Chief of the Bureau of Public Roads, Department of Agricultu; e , 
this morning and showed him the memorandum which the President 
dictated t o hi m yesterday. Mr . lAacDonald said that he would 
have a program for l>:r . l.lorgenthau 1'11. thin 24 hours . The fol low­
ing is the memorandum which thA President gave Ur . ~orgenthau 
yesterday: 

"The President dictated t o me the followine memoranda 
which wer e suggestions for transcontinental toll roads . He 1·rants 
a strip two miles wide s tarti ng from Worcester , Mass . to Danbury, 
Conn ., avoiding all towns . 

From Danbury south it should connect up with the 
Westchester County park system . 

From Danbury west i t should go from Putnam County, 
connecting with Bear L!ountaln Bri dge . \'lest of the Hudson it 
should start at the western bor der of Bear t!ountain Park to the 
Delaware Vlater Gap . 20 miles east of the Gap 1t should branch 
off into two main highways - one to Florida and one to San 
Francisco. 

The San Francisco highway should run wes t along t he 
Ne1·1 Yor k Pennsylvania line south of Erie, Pa . , south of Cleveland 
and t here in direct line to point half way between Kansas City 
and Omaha, avoiding all cities . From there west tv1o strip 
hi ghway to San Francisco. 

From northern New Jersey start four strip highway 
south running east of Harrisburg , west of Bal timore, west of 
Washi ngton, west of Richmond , we:.;t of Charl eston and Savanah -
from WashL"leton south two or three strip road . 

Another road r unning north and south i n the Mississippi 
Valley on t he east s ide of the valley from somewhere in Illinois 
roughly to New Orleans . 

Another road not to be undertaken yet . From western 
Nor th Dakota to eastern Montana to El Paso or as a substi t ute 
follordng eastern foothills of the main chain of the Rockies from 
Billings to Denver and from Denver to Demmi ng, New Wexico . 

Road s tarting half way between Charleston and Savanah 
running west through Montgomery, Al abama, Baton Rouge and thence 
roughl y to Los Angeles and roughly 100 miles north of the Mexican 
border . " 
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Seattle 

256 
"From north of Chicago to Twin Cities and thence to 

running roughly 50 miles south of the Canadian border. 

Road from Canadian border to Mexico running roughly 
75 to 100 miles inland from the Pacific Ocean . 

llrder of preference on which these roads should be 
planned and built . · 

1. Northeast stretch . 
2 . 'New York t o Washington . 
3 . South of Cleveland . 
4 . A road from Chicayo either running northwest or south . " 
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December 10, 1g34. 

The Interdepartmental Loan Committee met at 2: 30 p.m. in the 

Office or the Secretary or the Treasury, Cha i rman or the Committee. 

Those present were : 

Henry Morgenthau, Jr . Secretary of the Treasury , Chairman, 

Harold L. I ckes , Secretar y or the Interior , 

Henry A. Wallace , Secretary of Agriculture, 

F. F. Hill, Deput y Gover nor , Farm Cred it Administrat ion , 

John H. Fahey , Chairman, Home Owners • Loan Cor porat ion , 

Ward M. Buckles, Agricultural Adjustment Admi ni stra t ion , 

George N. Peek, President or t he Export-Import Bank, 

Lynn P. Talley, President , Comnodity Credit Corporation, 

- -

Leo T. Cr owley , Chai rman, Federal Deposit lnsurance Corporation , 

Jesse H. Jones , Chairman, R~construction Finance Cor poration , 

Marriner s. Eccles , Governor , Federal Reserve Board, 

Steward McDonald , ~xecutive Assistant Administrator , F.H. A. 

C.B . Upham, Secret ary or the Committee. 

Ur. Morgenthau inquired about t he situation with respect t o the 

financing or the construction or ~ homes by Federal agencies , the 

Federal Housing Administration and the Home Owners • Loan Corporation 

having been esked t o be prepared t o make statements on tha t matter . 

M.r. McDonald of the rederal Housing Administration read a state­

ment (See at tached Exhibit A) indicatin¥, that the F.H. A. does not 

make such l oans . Ur. Fahey of the HOLC stated orally that that 

agency has no authority to make loans for new houses . 

Mr. Morgenthau asked specifically if there was any Federal 

lending agency whi ch makes loans to bui ld low cost slum clearance 

or t o build rarm houses , or i f in the event that e PWA agency were 
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to finance such proJects , would it be in any way conflicting with 

either the HOLC or the ~ or other ~ederal agency. Mr . Fahey 

stated that the only interference so rar as his agencies are con­

cerned would be with the few member institutions which are Jointly 

owned by the HOLC and the publ ic . Mr. McDonald stated that the FHA 

woul d do no more than insure limited prortt corporations for low oost 
housing. 

There was some discussion of a news story (See the ~ashingtnn 

Post, December 10) t hat the erection or 50 , 000 wood and stee l homes 

for company t owns of the steel and coal industry was ffenv i saged as a 

new major program for the Federal Housing Administration" . Mr. Ickes 

stated that he knew of no basi s for the s tory. 

Mr. Morgenthau brought up for discussion t he mat t e r or extending 

t he aut hority t o make commodity loans no• . being han~led by the 

Commodity Credit Cor poration . Mr . Wallace stated that this activity 

which had beeun in November, 1933 , was very popula.r and univer sally 

commended, and the desire t o continue it is widespread. The peril 

is great, also, be said , unless it is done on a more conservative 

basis, The experiment is not yet complete f or formalization, and it 

would be wise t o extend it for the next year by the CC~ as in the 

past if a proper underst anding could be reached with the RFC . I t was 

explained that t he authority for loans by t he CCC expires on June 16, 

1934 , it being an emergency agency created in the National Recovery 

Act . (Title I, Sec . 2 c) . A subcommittee was appointed to report 

on the matter at the next meeting . The members are Secretary Wallace , 

Administrator Davis, Covernor Myers , UDdersecretery Coolidge, Chair­

man Jonee and Covernor Talley. 
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The Hardy-Viner report on a survey or bank oredit availability 

!.n the seventh P'ederal Heserve Di strict was brought forward tor 

discussi on. Mr . Crowley s tated that the bankers had been through a 

period or fear and shock and were afraid to lend, but were rather 

liquidating their loans. The examiners have been partly to bleme . 

Borrowers have been afraid to borrow. The credit s tructure has been 

tied in a knot . The r eport is fair . It does not recommend any 

change to relieve t he credit situation other than ~ore leniency by 

examiners. Yr. Crowley doubted that it should be published in ita 

present form , was afraid that the criticisms of lending agencies 
mif ht be headlined by t he press . Mr. Jones suggested that publica­

t i on be deferr ed until su~gesti ons for a condensed report might be 

made . It wss ~~ree~ that Mr. Jones and Mr. vrowley would work on 

the r eport with the idea of securine something that might be released . 

(Later in the week aft er con~erences be tween representa tives of the 

RFC and Dr. liner , the report was cleared 1'or publicat ion , wi t h cer­

t a in revisions) . 

Mr. ~rowley report ed tha t the proposed amendments t o the FDIC 

Act are reedy and can be gone over at any time. 

Mr. Talley stat ed t ha t the commod i ty Credit Cor poration had made 

12~ cotton loans up to a total of ~196,000 ,000, coveri ng over 

3 ,000 , 000 bales, and 35 per cent of ginnings . Mr • • vallace commented 

that they boo been Just plain lucky so for, and should beg in to be 

more conserva tive. The activity is not doveta iled into the ,\AA pro­

gram sufficiently to protect the Government. Two yea rs of good cotton 

crops would leave a lot of cotton in the Covernment• a lap. Mr. Morgen­

thau recalled his experiences in liqu idating the Pederal Perm Board 
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and said the situation might crack about t he time i t should not . 

Mr • • lalleoe thought the CC~ might be sere on cor n, but eaw the 

possibility or sooe t rouble on cotton. Mr . Talley ref erred t o an 

ins tance or a cotton broker being unabl e to bu y 100 bales or cotton . 

He suggested that t he. l oans ought t o be adminis t er ed as market ing 

loans . Mr. l el l a ce i nd i cat ed tha t he saw no di fficulties ahead this 

year , but regr e t t ed t he tendency for highe r l oan values . Ten cents 

last year and t welve this year may become fourteen next year , he 

said . He pointed out one difrerence between the present si t uation 

and that raced by t he ! ederal ~arm Soard in that they were unable 

to control production. 
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AGENDA FOR THE WTERDRPAR'!'ME!iTAL LOAN C~!IT'l'D 

December 10. 1934. 

1. Clear Vinar-Rardy r eport on credit conditions in the 

Chicago Federal Reserve District . 

261 

2 . Determine date when convenient tor RFC and CCC t o discuss 

proposal or AAA t or ~extending or creating some agenc7 

to handle commodi~ loans or the type or the cotton 

and corn loans that have been in eft'ect durine the 

past year". 

3 . Clear (in subcommitt ee) the matter or RFC subscriptions to 

capital stock or FDIC members . 

4. Take up any bank legislation submt tted for consideration . 

5 . Approve discussion a t next meeting of projected proeram or 

the Farm Credit Administration, as requested by 

Governor Myers. 

6 . Other matters which may be proposed at the meeting . 
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Exhibit ~ 12-lo-34. 
The Federal Housing Admi n1strat ion is now equipped to make 262 commitments to insure mortgages on new home construc tion, and existine homes, in ever y state in the Union , Alaska and ~await. gacb state bas e fully equipped force consi sting of properly trained and i nstructed appra i sers, surveyors , underwriters , and other mortgage aides. 

Individuals or corporations desiring to enter i nto new home construction heve now availa ble for t hem t he facil it ies offered by the Na tional Housing Act. 

The federal Housing Administra tion is also prepared t o insure low cost housing projects and several now under consideration have 
~een submitted. The aggreeste value of these is approximately $125 , 000 , 000. Informqtton on the procedure or insurance on t hia t ype o f conatruct ion has been on ly recent l y promul eat ed gnd a great mAny i ncuiries a re being r eceived deily i n the s t a te and r egi onal office s . 

Through the proce ss or insuring mortgares now froz en , either in i mpaired financ i al inst itutions or t hrough lack of pr oper f acilities ; the Federal Housing Administra tion is able t o release certain types of mortgages and thus pr ovide new mortgage money to f l ow i nto new building construction . 

I n many stat es existing laws interfere with t he Federal Hous ing Admini strat ion func t ioning to its full extent, due t o legal limita­tions on lending institutions . Many are restricted to 50 to 50 percent or the appraised value , whereas the !.'ederal Housing Admini s­trat ion may insure up to 80 percent. It is necessary to have enabling legi slation passed i n these stat es. The legisl ature of 44 s t ates meet t h is coming January and necessar y a t t ent ion is being g iven to this subject. 

The Federal Housing Administrat ion is not a lending agency. The runds made ava ilable fo r it are for insur ance purposes only; t hus it cannot be construed as an emers ency act. 

Its func t ions a r e twofold: 

{1) To insure mortgages on homes already constructed and thus s tabilize real est ate values on 
pres~nt structures . 

( 2 ) To i nsure mortgapes on new homes to be 
oonstruot ed and t o be paid for on an amortized basis ; thus lend ing stability to t he home mort gage f ield and arresttnv the f light of capital from t hat field . 
The re sults would be to create a stable , l asting condit ion in the h >me mortgage f ield and insure a gainst the depression that 

a lways r esult s fro~ boom cyoles . 
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December 10 , 1934.~3 
roll owing the meetinc of the Interdepartmental Loan Committee, 

the folloWing members continued in session on the metter or action 

with respect t o distressed banks . 

Henry Morgenthau , Jr ., Secretary of the Treasury, 

Thomas Jefferson Coolidge, Under secretary of the Treasury, 

Marriner S4 Scoles, Governor , Federal Reserve Board , 

Jesse H. Jones, Chairman , Reconstruction ~inance Corporation , 

Leo T. Crowley , Chairman , Federal Deposit Insurance Corporation , 

Lynn P . Talley, Pres ident, The Commodity Credit Corporation , 

C. B. Upham, Secretary of the Committee, 

Mr. Jones and Mr. Crowley reported thst an agreement had heen 

reached between the two agencies on which banks woul d be helped 

by the RFC and which would be taken core or by the FDIC . There are 

141 insolvent banks which will be t aken cere of by the BPC to the 

extent o~ $4o.ooo,ooo. Another group or 294 banks in somewhat 

better shape will be taken care or by the RFC to the extent or 

some ~6,000, 000. A third ( roup or ~ insolvent banks will be taken 

care or by the rDIC. Two of these 44, one in Nashville and one in 

Ann Arbor may be transferred from the group or 44 to the ~roup or 

141. (See attached exhibits B,C,D,E and F) . 

It was agreed that Mr. Jones and Mr. Crowley would write a joint 

letter to Mr. Morgenthau putting this agreement in formal status , 

which Mr. Morcenthau could show to the President . Asked by Ur . 

Morgenthau for an outside date whenthe whole thing could be cleared 

up, Mr. Crowley r eplied "when t he permanent insurance plan ~oes 

into errect". It wos stated as understood that whatever money 

could be raised locally would be deducted from the BPC oommitaent . 

Mr . Jones said the program could be speeded up whenever the 
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Comptroller or the Cur rency will say to tbe banks that their 

capital is impaired and that they must a ssess their stockholders . 

That will build a fire under them. If the Comptroller wi l l not 

help in tha t way, Mr. Jones arreed to let Mr. Morgentbau know. 

It was stated tha t there could not be as much expectat ton or help 

along tha t line from the 46 state bank commissioners. 

Mr . Mor~enthau asked Mr . Crowley if purchasers or real esta te 

from bank r eceivers could borrow rrom the RPC to carry i t , say 

60 to 70 per oent or value . Mr . Crowley replied that they must be 

qualified borrowers, such as a bank, trust company , or mortga~e 

company, and suggested that there are a number of d1ff1culties in 

such a plan. Mr. Jones sug; ested th'· t be planned to ask the Congres• 

ror authority to buy a part or the assets or closed banks , and stated 

that at present they must puy all or none . 

Ill' . Morgenthau stated that he would like to. see the RFC a.nd 

the Comptroller olean up the whole bank receivershi p business t n 

six months . Kr . Jones was of the opinion that the best way is to 

have local people organize a nd buy the equities . The Comptroller 

has agreed to .sell equities subject to RFC debt, but not much ha s 

been accomplished . 

It was agreed to meet on the ~IC bill Friday night , December 

14 , at Mr. Morgenthau •s house . 
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December 14 , 1934. 2-65 
A subcommittee on Bankint Ler ialation or the Interdepartmental 

Loan Committee met at 8:30 p .m. at the home or the s ecretary or the 

Tr easury, to consider ~ .D . I.C . legislation. 

Those present were: 

Henr y Moreenthau , Jr. Secret ary of the Treasury, 

Mr . Coolidge , Undersecretary of the Treasury, 

Mr. Oliphant , General Counsel, Treasury Department, 

Mr. liner, Assistant to t he Secretary or the Treasury, 

Mr. Caston , Assistant to the Secretary of the Treasury, 

Mr. Jones , Chair~. R. F.C. 

Mr . Eccles , Governor , F. R. S. 

Mr. Crowley , Chairman , ~· .o .I.c . 

Mr. Talley, Pr esident , Commodity Credi t Corporation , 

Mr. Upham , Secretary or t he Commi t tee. 

Mr. Crowley explained the proposals to he embodi ed in t he 

legislation . He distributed an "OUtline of Salient Points" or 

the bill proposed by t he F. D. I .C. to amend section 1 2B of t he F.R . A. 

It is attached as Exhibit A. 

The group was i n general agreement on the matters listed on 

t his outline, wi t h the exception of tho item n~bered 4 , which 

would appropri ate the proceeds of the check tax for the use of the 

F.D.I.C . 

Upon Mr. Jones • suggestion t he worde "for cause" were added to 

5 (o). Upon hie suggestion , also , number 8 was reworded. 

A r evised ~outline of Sal ient Points" is a ttached as Exhibit B. 

R1th respect t o number 1 (~1b1t A) it was suggest ed that 

ther e might be some advant ages to operat1ne the !!'und for Mutuala 

separately rrom t he fund for other banks, but Kr. Crowley was o r 
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the opinion that this was not feasible . 

It was thought that the banks would object to a premium in 

excess or one eighth per cent per annum on total deposits , but 

would accept that amount to be rid or unlimited liability in the 

present law. 

Mr. Crowley was or the opinion that there might be need , in 

the period that the insurance fund 18 be 1ng bull t up b y the annual 

premiums, for Government contribution to t he Fund , and so he had 

asked for the proceeds or the check tax. s ecre tary Morgenthau and 

Mr. Coolidge di d not favor this, and Mr. Jones was o1' the opinion 

that it is unneces s ary. It wa s the concensus that if and when there 

is a need for Government contribution i t will be rorthco~ing . 

It was stated that t he right to examine all i nsured banks is 

necessary to protect the corporation which assumes responsibility 

for the deposits thereof. 

Mr. Jones was doubt ful about number 7 g1v1n~ the corporation the 

right to buy the assets or open banks , but did not i nsis t on the 

objection, end was told by Mr . Crowley that it was deai r.ned to e nable 

the ? .D. I.C. to help the R. F.C. strengthen the banks . 

Mr. Jones questioned the necessity for number 8 with respect to 

the a nnual and other reports . 

There was some discussion of the item with reference to changing 

the s tock to no par and allocatine tn def inite amounts to surplus , 

the concensus being that this would enable t he .;orporation t o use 

capital in paying bank losses . 

The draft of t he bill is attached as l!:xhibit C. 
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Dee-r 14, U34 

COUILWIIAl. 

OUTLINI or BILL PROPOSIID BY 1JDtRAL DJIPOSIT lNSDI\41101 CORPORATION 

TO AIIIIIID SICTION 128 or THa niDIII\AL II!SJili\VII AOT AS AIIDfDID . 

1. Tempore.ry 1\mcS e.o4 l'und. tor Wutuale e.ra merged into Peru.nent rund , 
whioh beooeee oper&'ti ve im&cHat.elJ ••POn onactmont ot the bill. 

(In e..me.Dded. blll a.a i't now at&M.a noo·••b•r et&te banta 
u• lna\lred up to Julr 1 . 1937 onlJ. Tber IN.It the:n bee0111e eeabera 

ot '\hi r -.deral Reeerve 871tM. Wutual Savinp Banta &n4 \ e rrltorlel 

banko aro ozcop~o4 froa this prcvlolon.) 

S. ile.%1111\UD 1nauranee t or t&Oh d tpo:Jl•.or in a ny be.nt rema.in1 at $5, 000 . 

u in preaent Temporary Plan. 

3 . llut.. IU1Jlual prealwo of 1/8 of 1% of ~t.ol dopoolte lo oubotltu~ 
tor obll&atory atock eubecrJ ption a.ount.~ns to lt ot ~tal 4epoelta 
and UD11aito4 llablll ~~ ~horaattor. Wutual osvingo banta c&~ bo 
requlrt1 to paJ an unito~r lower pre•lum. 

4. Cheot t6z 1~ appropriated to Corpor&tlo~ . 

5. Corpora:tlon is given the tollowlng authorltJ not espr oosly s·t&ted ' n the 
preaent lawt 

(a ) Rlaht ~ .. ..,ino all insured banh 1 
(b) Rl&h~ to require repor~s f rom all Snaured b$ntsr 
(o) Rlaht to terminate ineuranco btntfits r 
(d) Rtaht to con~rol nor odml ssiono; 
(e) Corpora.tion approv~t.l 1a r·equired btforo merger or 

oonaolldation or reduction ot capital takea place; 
(f) Rlaht ~ require t.doq ,..te tldoll tJ, rorge~ and 

bural&r7 1neur&DOtl 

6. Non-Federal Reserve member banks may wlthdr&w trOll 1naurance. 

7 . Corporation's preeent rlaht to buy acaote ot oloeed member banke ia 
extended to open b&nka until luly 1, lS36 to tacilit.ate aorgers and 

avert loaa. 

8. The Corpore.tlon ie .-.qulr e4 to report to COZ1&J'elo needed rovlsiona in 

be.nk la• a and other ohanaea neetaearJ for be·tter adelnlatratlon .ad 

tor mootln& a .ll oblig.atlone of deposit inauranco. 

9. Capital atook of Corporation ebanged to no per value with r1abt to 
Alloca te to eurplue &nJ por1oion of ...ou.nta pe.id in b7 Tre.a.urr or 

Federal Reaerve b&nka. All dividend.a &T't elt.iD.at-.4. 

10 . Obliaatlone of Corporation may be iaaued only on approval of the 
Seoret&rJ ot the 1Ttaeurr. wno la authorised to purob&ae the same. 

11. Detail ad.atn.l atra'tlve and. technical oha.nae11 

(a) In wnoinaUna a!fa1ro of noo NoUonal Bul<o u10d \o 
P&7 ott dopooi toro in clooo4 1>oDita thOJ .,.,. bo .. vo4 ~ 
ooa\rsl looatlo•• · 

(b) DupllcatioD of ouporvi.oioD over liquidation or Notional 
8aDko olt.inatod \brouah centrallaatioD ot all ouoh 
poooro 1D \he rodoral Dopooit Ineurenoe OorporatloD. 

(o) Detinitlono of \o..,.. uoo4. 
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COIII'UDrLU. 

OOTLID 07 811.1. PROPOSI:D 8f FBDIIIAI. DI:POSIT IlfSURAJIC& COIIPORA1'IOJI 
TO AIIIHD SICTION 128 or 'rl!a nDCRAL 111811\V. AC'P AS AIIDIDK!\, 

Oll1't.ID or SALllltr PODIFB 

1. Tempor&rJ fund aod Fund tor Uutuale a.re moraed into Perm! nont Fund , 
wbloh become• operative ia:medla.t.ely tapon enactment ot the bi ll. 

(In a .. nded bill as it now atande non-mo~bor state bonta 
are ln1ured up t ·O July l , 1937 onlr. 'rho7 r:~uat then become members 
ot the rode~l R~serve System. Wutual S&vins• BAnke and territor ial 
banta ar• excepted from this prov1a1on. ) 

2. W.2;l11WD lnaurance t or each depost.t.or ln &nJ bank recal.na at $~ ,000 • 
.. in prooent Teaporar, Plan. 

3, llo.alwa annual premium ot 1/8 o f 11: of total dopoalto Ia eubatltutod 
tor obltaatory atock eubscrlption amountlna to tt or totel deposits 
&D4 uol1~te4 ltabllltJ thereafter. UUt~l aavlnaa banta .ay be 
rtqlllrt1 t.o 1>'1 Aft unitorelJ loYOr pr .. lue. 

4. Corporation la alven the followi ng eutborltJ not t JproaslJ s~tod Jn tho 
preaeot la• • 

(a) lllaht ~ examine all 1naurod benko1 
(b) Rlaht to roqutro roporto troo oll lnourod benkoa 
(o) R1aht to toM&lnate insurance benetlta tor oauaea 
(d ) Rlaht to control new admlea1ono1 
(o) Corporation approval 1s requ1rod betoro moraer or 

ooneol1dat1on or reduction ot oopltal t &koo pl aoe1 
(t) Rlaht to require adoquato tldol1t1, torserr and 

buralart tneurance1 

&. Non-Federal Rtaerve e:ember banks m&J withdraw froat inaure.noe. 

6. Corporation'• present right to but aoaeta of clo1td ~ber bant. l a 
oa-ttftd.td to open b&nks UDtU Jult 1 , 1936 to facU1t4to ~tergers &Dd. 

&Ytr\ lo••· 

'1 . Tht Corporation ia requlNd to a:o.ke an annual rtpor\ to Congress 
lnoludln.a augeatod changes neceaaarJ tor t ·hl b&tt.or ade1n1atrat1on 
an4 tor tho meotiaa of &11 obligatlona or depoeit 1n•u~co . 

B. Capital otoek ot Corporation ehangod to no par voluo with right to 
alloc.a t. to t~urplus &n.J portion ot amounta po.ld in by Tree..aurt or 
fodorol Rooorvo bonka. All dlvldoad o oro oll•lnatod. 

9. Obl11At1one of ~orporation ~~1 be laouod onlt on approval ot tho 
Boorttarr o t the Trea.aurr , who le authorhed. to purchaue the SU~o. 

10, Dot.ail ad~>lnlatratlvo aud technical ohanauo 

(a) 

(o) 

In t.aret natine atta1ro of now Nat1oaal l&rlko uood t.o 
1>'1 oft dopooi tore 1ft olooed baDka thtJ •1 be eov ed to 
oto\ral loG&t.lou. 
Dupllcat1oa ot orupamoion oYOr Uqll1Ut1011 of lat1oD&l 
lallb ol l.eiJI&t.ocl tllrOUib c..,trelhatioa ot all ouob 
,.... .. 1o> tha Pedorel Depoe1t Iuu....,oo Corporat1011. 
DetWUou ot t.a.- ued. 

2C7 
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&xhlb1t , 

IOXORMmUM 

December 10, 1934 . 272 

Included ln t his total of ~ banks , which it is at present 

planned to have the ~~IC t ake, ere: 

1. All four institutions in Ann Arbor, Michigan. Considerat ion 

should be given t o keeping a t least one or these Ann Arbor banks 

open . 

2 . The First National Bank, Pla infield , New ~ersey, with 

deposits of $4.067 ,000 and a depos it i mpairment of $460 ,000. As 

local int erest s put $400,000 int o t his bank in 1932 , Mr . J ones has 

agreed to send an examiner from Washtnpton t o see whether the p icture 

l s really as bad as the National ' bank examiners make lt out to be. 

3 . The Nashville Trust Company, Nashville , Tennessee , with 

deposit s of $8 , 535 ,000. Local interest s ha ve recently put 

$2 . 000 ,000 into the bank and t he RFC has advanced $800 ,000 . De spit e 

this there is a deposit impai rment exist ing of about $1 , 500 .000. 

The s t a te banking department does not agree with the ?DI C figures 

and calculate that the bank had ade~uate sound capital. 
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December H , 19M. ~~ ... G-
TEllTATIVE DRM1' - CQiFl!EllTIAL 

A BIU, 

To amend secti on 128 of t he Federal fteaerve Act , to 

put into operation the po1'111:Ulent plan for deposit insUl·ance 

and for other purposes • 

.!!!..._!!~_!.otoE-~_tho_~~·-~ House of Reprosen~!:: 

tives of tho United States of Amerio<> 1n Congr.!_".!!....!!.s.!.!!!.ble_d.:. 

Section 1, Thnt section 128 of the Federal Reserve 

Act is amended: 

l , By striking out subsection (a) and inserting in 

lieu thereof t ho followinG , 

"(a) There ia hereby cret".ted a Federnl Deposit Insurance 

Corporntion (hereinafter referred to as tho •corporation•) , 

whose duty shall be to insure, na hereinafter provided, tho de­

posits of all bnnka which are entitled to the benefits of in­

surance under thio section , and \'rllioh ohall have tho r icht to 

oxerol.so nll powers her einafter grnnted." 

2, By 1naorting in tho first sentence of subsection 

(b) aft er tho words "board of directors", the following , "(here­

inafter referred to as the 1 bonrd•)P, 

S, By striking out in subsection (b) "One of tho 

appointive members shall be tho ohairmnn of the board of di rec­

t ors of the corporati on and" . 

273 
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4. By strilctn& out aubaee>tion (") and inserting 1n 

lieu thereof the following, 

"(o) Aa used in this sectianr 

"(1) The t erm •nat ional bank• me&na any national banking 

association located in any of t ho statoa of t he United States 

or tho Diotrict of Columbia, and any national bnnking associ­

ation located in t he terri tory of Ho.>T8.11. or Alaska which is a 

member of the Federal Roaerve Syotet~, 

"(2) '!he ten: ' state bank• ceans any bank, bankin& associ­

ation, trust coc]>any, savings bank, or other banking institution 

organized \Uider the lnws of any state, or e:t1y bank, ba.nl:iJ>G 

association, trust company or othor bankinc institution located 

in tho District of Columbia or in tho ter ritory of Hawaii or 

Alnako., which is not ll 1nembor of tho Federal Reserve Syetem, 

"(3) The term •member bank• meo.ns any bank vlhich is a 

member of the Federal Reaervo System, and the tare •non-member 

bank' means any ot her bo.nk, 

"(4) The t en:1 ' state cember bank ' moans any state bank 

which h a oembor of the Federal Reserve Syat010, tllld the term 

•state non-member bank ' ~an• any other state bank, 

"(5) The t erm • .. utval savincs bank' means a bank ..ttho•Jt 

capital stock t ransacting a savings bank business , t he net earn­

ings of which inure wholly and w1 thcut discriminlltion to the 

benefit of its depositor s . 

" ( 6) The term • insured b&n-lc' moans any bank the de]>osi t s 

of which arc 1.nsU7ed in ae>e>ordance with the provisions of this 

aootiotlo 
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"(7) Tho tonn 'II'"' bank• monne " now ~~&tionnl bank orgo.n• 

ized by the corporation to auum~ the i.naurod deposits 01' nn in• 

sured bnnk closed on nccount of innbllity to meet tho demands of 

its depooitora o.nd othorrnse to per form temporarily the functions 

provided in this section. 

"(8) Tho tonn •receiver' oht'.ll include n receiver , liqui­

datin;; acent , conocrvntor , eoa:.ission , person, or other ~en.er 

cho.rgod by 1uw w1. th tho dutr of vrl.nding up tho nffnirs of o. 

bun!: . 

"(9) Tho tenn •dopos).t 1 menna tho unpaid balnnce duo for 

money or ita equivalent received b)' a bnnk for credit in the 

usual courao of bueinoss to a eo~~roinl ~ chocking , sav1nc a, 

ti~e or thrift account or evidenced by n cortificnte o1 deposit 

issued by n bnnk in the usual oourso of business , nnd such other 

obligntions or n bunk t\8 the bonrd from time to time ahnll pre­

scribe by ita re&ulntiona. 

" (10) nte term 1insurod deposit• moans such po.rt ae shall 

not exceed ~ 5,000 of the net nmount of 01onoy due to CJIY deposi· 

tor for deposits in nn insured bnnk, nttor deducting ofl'sota. 

Such umount shu11 bo determined nccording to such re~ulntions 

as the board may proecribe: orovidod, that in determining tho 

smount duo to CJI)' depositor thoro shnll bo ndded together all 

deposita in tho bc:tlk mntntained for his benefit either in his 

o·an name or in the names o:: otheror nnd provided furtho_:_, 

thnt thoro ohull be excluded rrom t ho doterminotion of evory 

insured dopoeit: (1) deposits Wiltoh hove not boon made o.vo.U­

able since Unroh 10, 1953 for withdra•~1 in tho uounl course 
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of tho banking buatnoaa1 (2) dopoaita which aro p~y~ble only 

nt ~ office of tho brunk locntod in o foroicn country. 

"(ll) Tho tonn •tronsforrod dopoait• aeons n dopooit in 

o now bnnk or othor insured bnnk modo ovniloblc to o depositor 

by tho Corporotion oa po)~ent of tho tnaurod deposit of auoh 

depositor in o oloaod bonk, end oseumod by ouch new bank or 

other insured bonk. " 

6·, By atriking out cubaootion (d) and insertinG in 

liou thoroof the follovnng , 

"(d) Tho oopl.tol stock or tho corJlorotion shnll consist 

of the shores horotoforo subscribed for . Such stock shnll bo 

without nominol or por voluo, nnd ehnroa heretofore issued ehnll 

bo oxchongod ond r o-iosuod ,,t tho rotc of ono shnro for onch 

ClOO po.id into tho corporation for oo.pitnl stock, Tho ooneidoro.­

tion rocoivod by tho corporotion for tho oo.pito.l stock sho.ll bo 

cllocntcd to oopitnl nnd to surplus in such ornounts ns tho 

Loord shnll proscribe, Such stock aholl hove no veto nnd ahnll 

not be e11ti tlod to tho po.ymont of dividends . " 

6, By atri!cing out subsootion (o ) nnd inscrtins in 

lieu thoroor tho following , 

"(e) Every mombor bnnk lioonsod on or boforo tho dnto bf 

tho onnotmont or thie not, by or with tho npprovol of tho ~core­

tory of tho Tronaury pursuant to tho nuthority YDetod in him by 

tho Executive order of tho Proaidont iaeuod IJL\roh 10, l93:S, 

ahnll bo nnd continuo w1. thout opplicntion or npprovnl on insured 

bnnk, o.nd ehnll bo aubjoct to tho proviel.ons of this eootion. 

Thcronftor no bonk other thon on inaurod bnnk aholl bo ndmittod 

1!1L 

Regraded Unclassified 



- 5 -

to mmnborahi!> in the Fodornl Roaarva Syotem 1111til it ia c.pprov­

od by the board e.a an insured blt.l>k, and no nc.tione.l bank shall 

be gr~ted a cortificc.to by the ComJ?trollor or tho Currency 

authori•ing it to commonco tho buoinoss of b~ing, c.nd no 

nc.tional bank for which a receiver or conaor.ator has been ap­

!'Ointod Shull bo !Jennl.tt od t o l'Ooume tho trc.noc.ctl.on or ita 

be.nl<ins busineao, until it is a!Jproved by the board as an in­

su>·od be.nk. Defore ap!Jrovtnr; tho a!>J?licatl.on or any bc.nk to be­

como an insured bnnk, the board shal l require a certification 

by tho Federal Reserve Board in tho case of a state banlc, and by 

the Com;>troller of tho Curreno:• in tho ouo of a national bank, 

u90n the bneio of a tl.orou,.;h ex8lll1nc.tion o!' auch banlc, that ita 

assets l.n exoooo of ito oapit~l requirements are adequate to on­

able i t to moot all of its linbilities to depositors and other 

creditors, as shOl'ln b)• t he books of the banlc , The redoral Ro­

aervo Bo:J.rd or t ho Compt roller o~ tho Curronoy ohc.ll oertH'y 

the fact as soon as pract\cnblo. T~onevor any national bank 

shall ooase t o be c.n insured bank, the Comptroller of tho Cur­

rency shnll nJ?J?oint the corpontion receiver therefor ac pro• 

v1.ded in thia section. "'honever a monber banlc shall cease to 

oe nn insured bank the Federal Resorvo Board shall torm\pate 

\to .,cmborahip in the Federal Reaorvo Syotec in accordance 

with tho provisions of Section 9 of t he Fedornl Reserve Act , 

!:henovor a nomber bank shall cease to be a menber of the Fed­

ernl Rooervo System, ito statue as nn insured bank, •rtthout 

notioo or other notion by the board, shall terminate on the 

date of the tak~ effect of tho terminetion of aemborehip of 

It 11 
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the bBJl]c in the Federal Reserve System, with like effect as if 

terminated on said date by the board after proceedings under 

paragraph 23 or subsection {1) or this seotion. 11 

7. By striking out subsect ion {r) and insertinG in 

lieu thereof t!•e following, 

"{f) Any non-member bnnk which Oil tho date of the enact ­

ment of this act is a member of tho Temporar; Federal Depos i t 

Insurance Fund or of t he Fund For llutuals shall be and continue 

vnthout application or approval an insured bBJl]c and shall be 

subjoct to t ho provisions or this sect ion, unless in accordance 

with regulations to be prescribed by tho board such bank shal l 

give written notioo to the corpor&ticn within 60 days 1\fter the 

date or the enact~ollt or this &ot of ita oloction not t o con­

tinue as an inourod banl: . Any non-member otate bank, upon ap­

plication to o.nd eT.amination b!' the corpcro.tion and approval by 

the board , may become an insured bank. Before approving such 

application the board slmll require a certification by the 

authority h&viJit supervision of such bank, upon the bash of a 

t horough examination of such bank , that ito assets in exceeo of 

its capital requiremonto are o.dequate to enable it to meet all 

of its liabilities as shown by tho books or the bank to dopoai­

tors and other oroditors. " 

8. By striking out subsection (g) and inserting in 

lieu thereof t ho following, 

11 {g) In o.cting upon the application of any bank to beoor.~e 

an insured bnnlc, if ouch cer.:Uioation under subsections {e) or 

{f) shall be in the affirmative, the board shall consider the 

J 2-
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financial history and condition of the bank, tho adequacy of 

its capital st r ucture, its futuro earnings prospects , the 

general character of its management , tho convenience and neods 

of the community t o be served by the bank , and whether or not 

its cor porate powora are consistent with tho purposes of thi s 

sect ion . " 

9. By s t riking out subsection (h) and inserti ng 

i n lieu thor oof the f ollowing, 

"(h) (1) Aa usod 1n this subsection (h) , t he term 

•total deposits • means tho t otal depos it liabi lities as of a 

specified dato or tho avcrego for o por iod . Such total deposit 

l iabili tios sha l l be det ermined a s proscr ihod by the board 

for t ho pur poses of this subsection (h) . Until otherwise 

s o prescr ibed such total deposit liabiliti es shall be dot or-

mined i n accord~noo wi th r egulations pr oscr ibed by t ho Fodornl 

Reserve Boord . 

"(2) At such tl.OOs and f or such por iode and i n euoh 

form os p1·e so r ibod by t ho boor<! , coch insllr ud bank sha ll 

filo wi th tho cor porat i on o verifi~d s tot omont showing i t a 

totol doposi ts , and shall pny to tho corporotion tho premi ums 

required by this soot ion. 

•· ( ~} Each bonk which shall bu o.nd continuo without ap-

pli cation or o.p9rovnl •en insured bonk in accor<\onco with tho 

provisions of s ubsootions ( o} or (f ) or this suction, shal l bo 

croditod wi t h any balance to whioh such bank sh~ll booomo on-

titled upon tho t orminntion of tho Tompornry Fodornl Deposit 

Ins•u-o.nco Fund or tho Fund For llutut>le . Tho erod it shall bo 
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applied by the oorpor~tion toward thG payment of premiums noxt 

booominc duo from such bank and upon succeedinG premiums until 

the orodit ie exhaust,ed. 

:1 f 

"(4) The premium shall bo one-eighth of one percentum per 

annum of the total deposits in the insured bank: provided, thut 

the board from time to time cay fix a lo,ror poroontago, or t ho 

board cay provide for a refund or credit by n porcontnge upon 

the lnst annuul premium paid not exceeding fifty porcontum there­

of, Tho porccntu~;o so fixed in oithor ouso shall bo ar•plicnble 

to all inoured banks, e>:oept thAt tho board may provide that it 

shall bo applicublo to insured mutunl saving• banks only, or 

mny ~1x n different percmttQJe upplic~blo to in sured mutuul sav­

ings banks only, " 

10, By striking out subsootlon (i) and inserting in 

1: ou thereof tho follo,·t1.n:; , 

• ( i) (1) lncur<.d banks olw.~ l provide S'lCh c..doqu-.to pro­

t oot ion nnd indemnit y ngninst buq:;lury, f i delity nnd other in­

sur~ulo loasos au thn boo.rd b~· rofSulntion rr<Ay roqui1·o . 1\l,en­

ovor any i~curod bank fai l s to comply with any ouch regulation 

t ho corporation mQY contr~ct for such protecti on and indemnity 

and add tho coot thoroof to tho proniums otherwise payable by 

3UOh bank, 

"(2) Tho board sho.ll appoint examiners who sooll have 

powor on behalf of tho corporation to examine any insured non­

member bank, bnnk mal:in& applicntiou to t oco:oo OJl insured bunk, 

olosod insured bank, or new bank, o.s often o.s considered nooos­

oary, Such exnmlnors shnl l hD.vn llk~ povror to oxnmino, with tho 
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consent of the Comptroller or the CUrrency, ~national bank 

and, with the consent of the Federal Reserve Board , any otate 

member bank, Each exruniner shall have power to mo.lce a t horou::h 

examination of all of tho arfa~ra of the bank and in doing ao 

he sh11.ll have power to administ er oaths and to examine and tal:e 

and preserve t he t estimony of auy of t he oi'ficors and agents 

thereof under oeth and shall malco a full and det ailed report 

of the condition o!' the bani< to tho cor _!)orat l.on. The board 111 

lilco manner shall appoint claim agents who shall have power to 

investigate and exnmine all claims for insured deposits and 

t ransfer r ed deposits , Each claim agent shall have power to ad­

minister oaths nnd to examine under oath and take and preserve 

testimony of any persons relating to such cla ims. Any such 

ox~miner or claim neont in r el ation to any such examination, 

investigati on or taking of testimony cay apply to any judge or 

clerk of any court of tho United States to issue subpoenas and 

to compel the appearance of wit'o>ossea GJld the production 11nd 

taking of nn.v such testimony lllld to punish disobedience in li!te 

mnnnor as provided in sections 184-186 of the Revised Statutes 

(U . ~ . c ., Title 5, Soctiona 94- 96) . 

"{5) Ench insured biUllc shnll mal:e to t he corporation re­

ports of condition ~n such form and at such times as the bonrd 

may require of such biUllc, The bonrd may require such roporta 

to bo nublished in such !Milnor , not inconaiatent 1rlth any <>P­

plicable law, as it mny direct, EYory insured bank ••hich fnil a 

to mako or publish any such report within ouch t~. Dot leaa 

the.D fiye doya , no tho bo~rd may r equire, ahall bo aubjeot to a 

•as 
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penalty of ~100 payabl e t ,o the corporation, tor each day of 

such f ailure . 

"(4) In order to avoid duplication tho corporation may, 

in lieu of examining an insured bank or r equiring re!)Crts of 

condition from it, accept re!)Crts of exacino.tions made by or 

re!)Crts made to any Federal reserve bank or any eocmission, 

board or authority having supervision of such bank, or may 

furnish to any such Federal reserve bank, commi ssion, bonrd 

or o.utl.or ity reports of oxamin:.tions mo.de on behalf of nnd 

reports of condi tiona l!lllde to the cor !)Or ation . " 

11. By striking out in paragraph Fifth of aub­

aection (j) , tho words ''by its board of direetor·s, such 

officers apd employees as are not otherwise provided for in 

t his section" and i Jieorting in lieu thereof "board, officers 

o.nd employees, " e.nd by etrildJlb out in po.ro.graph Sixth of 

subaeetion (j). the words "of direct<~ra" e.nd by st rU::1Jlb out 

paragr aph Seventh of subsection (j) rutd insortin3 in liou 

thereof tho following , 

"Seventh, To make oxamino.tions of o.nd to require infor­

mation and reports from insured banks or banks mo.L~ng appl i ­

cation to beeomo insured banks, 

r~ighth . To aot na receiver . 

"llineth, To nalce such rules o.nd rcsulatl.ons as i t may 

deem necessary to carry out tho provisions of this section 

and to amend o1· ropoo.l o.ny rul es or rogulo.ticns so mo.de , 

"Tenth. To exercise by its board , or o.uthoriaed officere 

or agente , a ll powors spooitical ly granted by the pr ovisions 
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of thie section and such incidental powers as shall be necoe­

sary to carry out the powers eo zrantod. Tho board may dolo­

gate to oommittoee, officers or agonta any of ita powers or 

duties , • 

12, By striking out subsoction (1) and inserting in 

lieu thereof tho following , 

"(1) (1) The Temporary Federal Deposit Insurance rund 

which became operative on January 1, 1934 , and the F\md For 

r:utuals which bCCMIO operative as of July l , 1934, are horoby 

consol idated into tho perrAncnt insuranoo f or deposits created 

by this sootiont ~rovided, that tho obligations to and rights 

of the corporation , depositors , banks, and other persons ar is­

ing out of any ovont or t ransaction prior to the date of the 

onaetmont or thl.s e.ot ehe.ll remain unim!)o.irod. From the date 

of the onaotmont or this act, the corporation shall insuro tho 

deposits of all insured bcnks ae defined and provided in thie 

section. 

"(2) An insured bank shall for tho purposes of this 

aoction, be doemod to havo been closed on account of inability 

to meet the dome.nda of ita depositors in any case where it hae 

been closed for the !)Urposo of liquidation. 

"(:S) Notwithstanding any other provision of law, whon­

ever any insured national bank shall ~~vo been olosed by 

notion of i ta board of directors or tho Comptr oller of the 

Curronoy, ae tho oaao ~Y be, on account or inability to moot 

tho demands or its depositors, tho Comptroller of the Curronoy 

ehall appoint tho oorJlOration reooivor for euob closed national 

19) 

• 
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bank and ~o other po~so~ shall be o.ppointod o.s receiYer of 

ouch closed ~lltionnl bllnko 

" ( 4) It sho.ll bo t ho dut': of tho oorporo.tion o.s re­

ceiver to relllito up~ tho !lsseta of such olosod ~o.tional 

bank, having due ro~ard to tho conditio~ of orodit in the 

district in which such closed no.tionlll bank is looo.todt to 

enforce tho individual liability of tho stockholders and 

directors thoreoft and to wind up tho llffo.irs of such clos­

ed ~ational bank in conformity with the provisions of lo.w 

relating to the liquidation of oloeod nlltional banks, ex­

ce!?t o.a hero\~ othorwtso !?rovidod, rotoini:ng for its own 

o.ccount such portion of tho amount roali&od from such li­

quidation o.s i t aho.ll be entitled to rocoivo on account of 

its subrogation to tho clnims of depositors ond !?llyi n£ to 

depositors ~d othor creditors tho amount o.voilo.blo for 

dtatribution t o thom, o.ttor dcduotint: thorofr on their shore 

of tho costa of tho liquidatio~ of t hu olosod no.tiono.l bank, 

·.lith roapoct to such closod no.tiono.l bank, tho corporation 

shall have o.ll tho rights , powers and privilogos now !?Ossoee­

od by or horonftor givon the roceivor of on insolv~t ~­

tionnl bank. 

•(s) Aftor appointing tho corporntio~ roooivcr, tho 

Comptr oller of t ho Curronoy sh11ll bo roliovod of nll dutios 

with rospoot to such closed natio~o.l bonk or such roeoivor­

shi!? , and tho oorporo.tion shllll have and oxoroiso all of tho 

rights , powors and pr ivilogos of tho Com!?trollur of tho Cur­

rency with roapcot to euch oloeod Jl&tionAl bonk, ita shore-

'£1" 
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holdora , depositors end croditora, or w1th roapoet to such 

rocoivorship , Md it may compr010ho, either before or ni'tor 

j udc.mont , t ho indivi.duo.l l1o.bUity of o.ny aho.roholdor of 

any closed nution~l bonk, without tho o.pprovul of tho Com!'­

trollor of t ho Currency or any order of court :· provide~, 

tho.t this sho.l l not nffoct tho dutioa o.nd powors of tho 

Co~ptrollcr of t ho Currency in roapoot to tho r edemption of 

outato.nding cir culoting notes under Section 5222, 5224, 5226 , 

5227, 5229, 5230 nnd 5231 of tho Rovisod stotutoa (u.s.c. 

Title 12, Sections 131, 132, 1~, 137, 138, 183 nnd 185) , 

"(6) Tho corporntion un auoh roooivor shnll not bo re­

quired to furnish bond, &nd aho1l not bo under tho super­

vision or direction of, or bo requir ed to report to t ho Comp­

t r oller of t ho Currency , nnd funds oollootod by i t os rocoivor 

ohnll bo do!'ositod in uny Fodornl roaorvo bunk or rrith tho 

Troo.auror of tho United St~tos . 

"(7) Tho cor poro.tion mny in ita discretion npply to 

tho United Sto.tos Distr ict Court for tho district in whi ch 

ouch closed no.tionnl bo.nk ho.~ ita pr inoi!"'l plneo of businoaa, 

or to o.ny other court hnvins jurisdiction, for instructions or 

dir ections r cgnrding tho so.lo of th~ r oo.1 or porsonul proporty 

of tho closed nntionnl bMk, thn compounding of bo.d or doub~­

ful debts , t ho o.llowunco of o1o1ms, t ho pnymont of dividendo, 

or tho oomproaising of tho individunl liubility or o.ny sho.ro­

holdor of such closed nntioncl bank. 

"(B) Tho corporution o.s rocoivor of ouch closed nntiono.l 

bo.nk thnll ho.vo tho r ight to appoint o.n ogont or ogonta to 

I"E' 
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a81ht it ill the duty of lictuid&tion and distribution and to 

employ lesa l counsel and auoh other expert aaaistanoe a.nd ad-

vice aa it may deem 11eceaaary, and all feea , comp8118atio11 and 

ex~aea of admi11istr~ti011 nnd l iquidation a~ll be f i xed by 

t he corporatio11, IIJld may be paid by it out of f\Uld~ coming 

illto ita poaseasion as such receiver . 

"(9) lih®ever IIJly illaured state ba.n.lc a~ll ~ve closed 

by action o~ its board of directors or by the appropriate state 

authority, as the case may be, on accoUDt of inability to meet 

the demands or ita depoai tors , the corporation shall &lld ill CU1Y 

~caae may accept appointment as receiver thereof, .if auoh 

~ppoiJ1tmeJ1t be t endered by the appropr iat e st ate authority a11d 

be authorized or permitted by state l~w. ?lith respect to such 

i nsured st~to bonk, the corporation shal l possess t he powers 

rund pr\vilegea provided by state law with respect to a recoiv-

or of ouch at~te bQJ1]c. 

"(10) '':hen a11 illsurod ba.nk shall have bean closed 011 ao-

count of inability to meet t he demands of ita deposit ors, pay-

cent of the illsured do !'OS~ ta s~ll bo 1110.de by the corporation, 

subject to the provisions of paragraph (11) of this subsection 

(1), either (a) by makin~ ~vail~blo to each depositor a t r nns­

forred depoei t 111 ~ 11ew bnnk or in nnot hor insured ba.nk in the 
o.mount 

oamo community i .11 anjequnl to tho insured deposit of such de-

positor rund subject to w'l.thdrc.wal on d01!1CL11d , or (b) in nccorcl­

nnoo wit h OJ1Y other procedure adopted by tho boCU"d: or ovidocl , 

t~t tho corpornti011, 111 its cliaoretion, may r equire proofs of 

olo.ima to bo filed before ~ \be illsured deposita, nnd t~t 

,_;: 
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in any case where the corporation ia not satisfied as to the 

wlidity of a clam for GD inourod deposit , it may roquiro tho 

finnl determination of a court of compotont jurisdiction be­

foro pnytng such clctm. 

"(ll) In t ho case of a closed nnticncl bonk the corpora­

tion, upon pnyment of any dopooitor as provided in parngrcph 

(10) of this subsection (1), shell become end be subrogated 

to all rights of the depositor to tho extent of such payment. 

In tho onae of GDy other closed insured bonk, the corporntion 

shall not pcy nny dopoai tor until tho right of tho corpora­

tion to be subrog:>ted to the rights of such depositor on the 

a~ bcais os provided in tho ccao of o closed nntionol bonk 

under this section shell hcvo boon rooognited, by express pro­

visions of stnte law, by cllownnco of olcims by the cppropri­

oto stoto authority, by cosignmont of clnirns by depositors , or 

by nny other effective method, Such aubrogotion in the case 

of nny closed b&nk shall include tho r ight to receive tho same 

dividends from tho proceods of tho oasots of such cloaod bonk 

as would hove been p~cblo to such depositor on o olnil:l for 

tho insured deposit . 

"(12) As soon o.o possible , tho corporation, if it finds 

thllt it is lldvisllble nn<l in tho interest of tho depositors of 

tho oloaod bonk or the public, shell orgnnito c naw bonk to 

casumo tho i nsured deposita of such closed bonk and othorwiso 

to perform t ,omporD.rily tho functions provided for in thh 

eootiOJI• Tho naw bonk sholl hove ite place of buainoaa in tho 

enmo c~ity co the closed bonk. 

'!I 
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"(15) The article• of esaociction and the organitation 

certificate of tho new bank shall be executed by representa­

tives deaignated by the corporation. No capital stock need 

be paid in by the corporat ion. The nGW bank shall not have 

a board of directora, but shall be man~od by an executive 

officer appointed by and who shell be subject to the direc­

tions of the board, In other reopocto such bank shell be 

organhed in acoordanoe with the existing provisions of the 

law relating to tho or&anization of national banks. The now 

bank ~y. with the approval of t he corporation, accept new 

deposits. The new bank without application or approval, ahall 

be an insured bank and shall ~into.in on deposit with the Fed­

eral reserve bank of its district the reserves required by 

law for member banks, but shall not bo required to subscr ibe 

for stock of the Federal reserve bank, Funda of the new bank 

shall be kept on hand in cash, invoatod in securities of tho 

government of the united states , or in securities guaranteed 

a s to principal and interest by the govcrncont of the United 

States , or depoatted with tho corporation, or vrith a Fedornl 

reserve bank, or with an insured biUlk, .. Tho new bank shnll 

transact no buoiuooo except that cuthorizod by this section 

and such bueiueea ao '11JAY be incidental to its orgllllhation. 

"(14) On its organization, the corporation shall procptly 

make available to tho now bank an GJDOunt equal to t he estimAted 

insured deposita of auoh closed bank plus tho amount of its 

estimated exponaoa of operation and shall determine na expe­

ditious ly ae poeeible the amount duo eaoh depositor for hie 

?' I I 
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insured dopoait in the closed bo.nk, and tho toto.l expenses ot 

opero.tion or tho now bo.nk. Upon doto1~ino.tion t hereof , tho 

runounts so eatimo.tod o.nd t~do available aholl bo adjusted to 

conform to tho amounts so dotert~inod . Er.rninga of the now 

bonk sho.ll be paid ovor or credi ted to tho oorporo.tion in auch 

ndjustmont . Tho now bonk shall asaumo as transferred deposita 

the payment of t ho inaured deposits of ouch closed bonk to eo.oh 

or its depositora. or tho amount so mo.do avo.ilable , tho cor­

por ation sho.ll tranafor to the new bo.nk, in oo.sh, such runount 

as is necessary to onoble it to moot oxponaos and imuodio.to 

co.sh demands on ouch t ransferred deposits and the reoaiudor 

shall bo aubjoct to withdrawal by t ho naw bank on demand. 

" (15) l'/hon i .n tho judgment of tho bonrd it is dosiro.blo 

to do so , tho oorpornt ion sho.ll oftor capitol stock of tho now 

bank tor aalo on ouch t erms ond conditions os tho board shall 

deem odvisoblo, in an amount sufficient , in tho opinion or tho 

board, to make poaaiblo tho conduct or tho business or the now 

bank on o. sound bnoia , but in no event leas thnn that required 

by Section 5138 ef tho Rovisod Statutes, o.s nmended, (u.s.c., 

Title 12, Soc. 61) , for the organizo.tion of a no.tional bo.nking 

nssociation in tho plo.co where such now bonk is loco.tod, giv-

ing tho atoolcholdera of tho cloaed bonk tho first opportunity 

to !'uroho.ao auoh stock. Upon proof that an adequo.te o.mount or 

cn!'it~l stock in the new bank hns boon subscribed ond paid for 

• 

in cash by subacribors sutisfuctory to tho Com!'trollor of tho 

Currency, ho ahcll require the nrticl oa or aasocio.tion ~d tho 

organization cort1f1co.te to bo omondod to conform to tho roqu1re-

li I 
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11101nta for t he orgQJlhation of o. no.tional bo.nld.ns o.ssooio.tion, 

end sho.ll issue o. certificate of authority to comoonce busi• 

noas to tho bank, which sho.ll thereupon coo.so to bo o. now 

bank and shall bo managed by dirootors olocted by its own 

shareholders and may exercise all tho po"ors granted by law 

to national banking associati ons. 

11 (16) If t he capital stock of tho new bank shall not be 

offorod for sale , or if an adequate amount of capital for such 

now bank ia not subscribed and paid in, tho board may offer to 

transfer its business to any insurod bank in the sane ool:llliUJlity 

which shall take over its assets , assume ita liabilities , and 

pay to tho corporation for such business auch acount as the 

board ~y deem adequate or in ita discretion, mo.y change ita 

location to the office of tho corporation or some other placo 

or mo.y at any time wind up i ta ~fair s as herein provided. Un­

loaa t ho oapital stock of tho new bank is sold or its assots 

acquired and ita liabilities asau=od by an insured bank, as 

provided above , within two yoars from t ho date of its organi­

tation, tho corporat ion shall nind up ita affo.irs , atter civ­

ing suoh notice, if any, as tho Comptroller of the Currency 

mo.y r equire and shall certify to t ho Comptroller of the Cur­

rency the termination of tho now bo.nlc o.nd t henceforth shall 

bo liable f or its obligations and bo t ho ownor of its o.ssota. 

Tho provisions of sections 5220-5221 of t he Revised Statutes 

(u.s.c. Title 12, Sect ions 181-102) sho.ll not apply t o such 

new banks. 
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"(17) Pa,ymcnt of an insured do90ait to any person by tho 

eor?Qrntion ar~ll dischArge the cor?Qr~tion , and 9~yment of a 

transferred deposit to any poraon by tho nBW bank or the other 

inaurod bank shall discharGe suoh now bank or other insured bank, 

to the some extent thnt pnymont to such person by the closed 

bo.nk would hnve discharged it from liability for the insured do-

"(18) Except as otherwise prosc>ribod by the board, tho 

corporation , or such nBW bank, or auch other insured bank, ahnll 

not be required to recognize as tho owner of any portion of a de-

oos\t in a closed bank any poraon 'moao nnmo or inter est as such 

owner is not disclosed on tho recorda of such closed bo.nk, where 

auc>h recognition vrould inoronao the. o.g~;rognto runo~mt of tho in-

surod deposi ta in such closed bank. 

"(19) The corporation mc.y withhold payment of such portion 

of the ineured deposit of ~ny doJ>oaitor in a closod bank ns ~ 

bo roquirod to 9rovido for tho ~yoont of any liability of such 

do90sitor as n stockholder of tho bank, or of ar.y liability of 

auoh depositor to tho bank or its r occ>ivor , whioh mny not be off­

oc>t ~ninst n cl~im duo from tho bo.nk, J>cndin~ tho dotorminnt ion 

nnd pnJment of such l iability by auoh depositor or any other 

porson linblo therefor. 

"(20) If f!JlY depositor in ~ oloaod insured baJlk shall fail 

to c la im his insured deposit from the oorporotion, or shnll fail 

to clnin or o.rrange to coutbuo tho tro.nsf'orrcd do?Qsit with tho 

now bQnk or other bank assuming liability therefor within one 

voor ~tor the nooointmont of tho r oooivcr for tho closed bo.nk, . . . 
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all rights of the depositor Bf;&inat tho cor!>Oration in roapoot 

to tho insured de!>Osi t or &&ainat tho Jlew b&llk &lld such other 

bank in respect to tho transferred deposit shall be barred, 

and all rights of the depositor against the closed bank, its 

shareholders or the receivership estate to \Yhich the corpora-

tion may have become subrogated shall thereupon revert to the 

depositor . Any transferred deposita not olaiaed within said 

Olle year period, shall be refunded to the corporation. 

"{21) In any case whore tho corporation is not acting 

as receiver it may tn its diacretion purchase and liquidate 

nny or all of the assets of 8Jl insured bank closed on account 

of inability to meet tho demands of ita dopoaitors . 

"(22) llo insured bank shall enter tnto any consolidation 

~e L• 

or merger \Yl.th &Jlother bank, or aoaume liability to pay nny do-

poaits of allOther bank, or trnnsfer asaeta to another bank in 

conaideratiOJl of the assumption of liability for any portion 

of ita de!>Osits , or reduce the amount or retire nny part of ita 

oom:nop or preferred capital atoo!:, or retire nny ~ of' ita 

capital notes or debenture&, unleaa it a~All ~ve the prior 

written consent of the Corporatiop. 

11{23) Any insured non-momber bank moy, upon pot less than 

90 days written notice to t he corporation , terminate i ts stat us 

aa en ipsured bank. The board ahall have power to ter111inate 

tho atatua of aJIY bank as aJ> inaured b&Jlk whenever it shell f ind 

that the bank or its directors or truateea have knoningly violat-

ed or knowingly or pogligently permitted any of its of'f'icera or 

&&enta to violate a provision of this aectioll or of any rule or 
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regulation made thersunder, or of any law or regulation made 

pureuant to law to Which the ineured bank ie subject, The 

boa•d shall give 60 days written notice t o the bank of inten­

tion to terminate ita status ae an insured bank, specifying 

the grounds for such termination, and fixing a ttae and place 

for a hea•ing before tho board or before any person designated 

by it to conduct such heariJ1&, at which evidence ms.y be !>roduc­

ed, and upon such evidence tho board shal l make written find­

in&• vmich shall be conclusive: orovided, that whenever the 

board finds that it 1a neeessarj' to terminate the insured 

status of a b~: iccediately in order to prevent loss to the 

corporation, it may shorten said notice of intention to not 

less than 10 days , If the boc.rd shall find that any ground 

S!>ecified in such notice has been established, the board ms,y 

order trAt tho insured status of the bank be terminated on a 

date subsequent to such finding and to t he expiration of the 

time specified in auch notice of intention. The corporation 

may publish notice of such termination and the baPk shall 

&ive ouch notice or termination to ita dc~ooitors as tho board 

1:11\Y order. After termination of tho Insured etntus of any 

bank, tho inaurod deposita of each depositor in the bank on 

the date of auoh to1'11lilllltioll, leas subsequent 'l'll.thdr<t.,...la , 

ehall continuo for a period of 2 years to be illeurcd and the 

bank shal l continuo to be an insured bank and to ~ay premiums 

to tho corporation for such period or 2 years from auoh tor­

millation, but no additions to any deposita or any new depoaita 

shall be inaurod by the corporution, and the bank shall not 

9£14) 
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advertise or hold itself out as an insured bank unless in the 

same oonneotion it shall otate with equal prominence that ad­

ditions to deposito and new deposits made I!J'ter (insert date 

ot termination) are not insured, Such bank shall in all other 

respects be subject to the duties and obligations of an insur­

ed bank for a period of 3 years from ouch termination. 

"(24) Vlhonover an insured bank, for a period of 120 days 

I!J'ter written notioo of such recommendations , shall fail to 

comply with the recommendations of tho cor por ation based on a 

report of oxnt~ination of such b:mk, the oorpor<Lt ion ~hall h<Lve 

the power, and is hereby authorized to publish any p..rt of auoh 

report of exnminntion in such IDQllllllr as it muy detormino: 

orovided, that notice of intention to make such publication 

shall be given by t he oorpor<Ltion to the bnnlc at le<Lst 90 d~o 

before such publio<Ltion : provided further , t hat such notice 

of intention to mako such publication 1114Y be r;l.ven at tho 

ti1118 such recommendations are made, or at any time there..rte.· , 

"(25) The provisions of" this subooot1.on (1) relating to 

insured national bnnks shall be applicable likewise to all in­

sured bonks loo .. ted in the District of Columbia ..nd to nny in­

sured non-member national banlcinb aaaooiation locat ed in tho 

terri tory of Hawnii or Alaokc. , 

"(26) Nothin6 herein contained shall be construed to 

prevent the corporation from entering into nogo~ons to socure 

the reopening of ..ny insu1·ed bank olooad on aocount of inability 

to moet the demande of 1te dopoeitore . " 

?OJ 
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15, By striking out subsection (m) rund inserting 

in lieu thoroor the following , 

"(m) (l) Money of tho corporation not otherwise employ­

ed sr~ll be invested in socuritioa or the Government of tho 

United Stntes, or in securities &\illl"runtced aa to priucipnl 

und interest by the Governnent of the United Stntes, except 

thnt for tompornry periods, in tho discretion of tho bonrd, 

funds of tho oorporntion mny be dopoeitod in runy Fodornl ro-

servo bank or with the Treasurer of the United Stetes, ;·/hen 

designated for thnt purpose ~the Secretary of the Treasury, 

the corporation shall be a depos itory of public moneys , ex-
~ 

capt receipts from customs, under such reGulations as may be 

prescribed by the enid Secretary, rund mny nlso be employed as 

a financial ngent nf the Government , It shall perform all 

such reasonable duties as depos~tory of public moneys and 

financial agent of the Governcent as C6Y be required of it, 

•(2) Until July 1, 1936, whenever in the judgment of 

the board such action will reP.uce the risk or avert a threaten-

ed loss t o tho corporat ion and wl.ll tacilit11te in a merger or 

consolidation, or facilitate tho s11le or the assets or an in-

sured bank to and assumption of ita liabilities by another in-

sured bank, the corporation nay , upon such terms rund conditione 

as i t may determine, make loans secured by the assets or auoh 

insured bank in subordination to the rights or depositors or 

otherwise, or may purchase such assets , or may guarantee any 

other insured bank against loss by reason or assuming the li­

abilities and purchas ing the assets of auch insured bank, Any 
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insured national bank ~r oonaervator thereof ia authori~ed to 

oontraot for auoh ealaa or loans and to pledge any asseta of 

the bank to seoure euoh loons. " 

14. By st riking out aubseotion (n) and inserting in 

lieu thereof the following , 

"(n) The proceeds der ived fro~ the tax imposed by eec­

tion 751 , as amended, of the Revenue Aot of 1932, arc hereby 

np9ropriated for pa~eut t o the Federal Deposit Inaurnnoe Cor­

poration for expenditure 1n carrying out the purposes of thie 

act, the amounte eo appropriated and paid to be baaed upon 

monthly reports of collections by colleotore of Internal Revenue, 

approved by the Co~issioner of Internal Revonuo, at such times 

and in aooordanoo wit h such rules and resulntions as tho Com­

missioner of Internal Revenue, with t he approval of the Seoro­

t .ary of the Treasury, shall prescribe. " 

15. By inserting aft·er the word , "el:lp<rr:ered" , 1n the 

first sentence 1n subsection (o) the following , "with the ap­

proval of the Secr etary of the Treasury" l by striking out in 

subsection (o) the words "o " i ts capital" and inserting in 11ou 

thereof "reooived by the corpor ation in pa~ont of its capital 

stock"; and by adding nt the end of subsection (o) the follow­

ing: 

"The Soorotary of the Treasury, 1n hie diaoretion, is 

authorized to purohaao any oblitationa of t he corporation to be 

issued heroundor , and for such pur poso the Socrotary of tho 

Treasury ie authorized t o uao as a publio·d~bt tranaaotion the 

proceede of the oale of any aecuritioo hereafter issued under 
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the 211d Liberty Bond AC>t, ao aconded, and the purpoaea for 

which aoouritios may be is3ued under tho 2nd Liberty Bond Aot , 

u amondod, are e:<tonded to include any purohaaos of the cor­

poration ' s oblientiona hereunder. The ' Secrotnry of tho Tr eas­

ury ~y, at any time, sell any of tho obliGations of tho cor­

pol·ation acquired by him undel· this neotion. All redemptions , 

purchases and sales by tho Soorotnry of the Treasury of the 

obl igations of tho corporation shall be troatod aa public-debt 

tr~aaotions of the United States . • 

16, By adding at tho end of subsection (r) the fol-

lowine; , 

"Tho bonrd, from time to time, shall gather information 

cmd dntn and shall mal:o investigations and reports upon tho 

orgnnitation, operation, closing, reopening , roorganitation 

and consolidation of bonks , bonking practices and annagomont , 

and tho security or depositors and adequacy of eorvtoe to 

borrowore . Tho board, in any wnnunl or special report to 

Co:tgrou, shnll report its filldines and make such rocomoendn­

tiona nnd requests as it ahnll find nooosanry and appro9riato 

for t~o purpose of carrying out tho purposes of this section 

and fully providing for all of the oblit,ations of tho corpora­

tion. • 

17, By insvrt ing in suboeotion (a) following tho 

•m~ds "purchase any asaots" tho following , "or for tho pur­

pose of obtaininG the pnymont of nny illaurod deposit or trans­

ferred dopoait or the allawnnoo, appronl or pcyment of any 

olo.im, " • 
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18, By strik~ out in subsecti on (v) tho following, 

"(v)" and inaorting in lieu thoroof tho following, "(v) (1)" , 

and by striking out in subsection (v) (1) tho follov~ng , "elnsa 

A stoekholdor of tho Fodcrnl Dopocit l11suronoo Corpor<>tion" and 

1J1aorti11g in lieu thereof "insured bnnk", 

19, By striking out tho aoeond parngr<>ph of aubaoo­

tion (v) and inserting in lieu thoroof tho following , 

"(2) Evory insured bnnk aholl d\aplny t\t enoh plaoo of 

buainoaa mnintoinod by i t " sign or eigne, and aholl include in 

advortiaament a relating to deposita and in forma furnished for 

uao of ita depositor s aa apeoifiod by regulation of tho board, 

a statement to the erreot that ita deposita are inaurod by the 

corporation. The board shall preooribe by re~ulatioJ1 tho forma 

of auoh signs and the manner of display and the foraa of ouch 

statements and t he canner of use . Such regulation ~y impose a 

maximum pc11alty of ~100 for each day an inourod bnnk oontinuoo 

to violate any lawful provisi011a of oaid r egulation , • 

20 . By <>dding to subsection (v) throe new paragr aphs 

to read , 

"(3) llo insured bank aholl pay any divide11da on ita ce.pital 

stock until 1\ll prellliUWI due to the corpore.tio11 al•all hove boon 

paid 1n full J and any dirootor or officer or any insured bank, 

who participates i11 t ho declaration or paym011t of any auoh divi• 

dond shall, upo11 cQJlviction, bo tined 110t more than $1,000 or 

impr isoned not more th&n o11e year, or both ~ 

"(4) Tho board shall , by rogule.tiona applicable to e.ll in• 

I! 
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sured non- member banks, prescr ibe the anme limitations upon 

the payment and the rates of interest upon various cl asses 

of deposits , the payment of deposita before maturity and the 

waiver of requirement of notice before payment of depoeite , 

as are ilopoeed fr010 tit>e to time by law or by regulation of 

the ?ederal Reeervo Board upon like olaeeee of deposita in 

member banks • 

" (6) All insured bonks and tho officers , agents , 1\l\d 

employees thereof shall be subject to tho provisions of and 

to tho ponaltioa proscribed b~ section 6209 of the Rovi eod 

Statutes. (u.s.c. , Title 12, section 692) . " 

21. By striking out all of subsection (y) proood­

ing the last paragraph thereof and ineorting in lieu t!loreot 

tho following , 

"(y) (l) A non-member bank, other than (a) a mutual sav­

ings bank, or (b) a bank located in t he terr itory of l:Owaii or 

Alaska, shall not become or continuo an insured bank artor 

July 1, 1937, and the insured statue and insurance of tho do­

posits of eaoh non-m~ber bank, other t han (a ) a mutual eav­

in&s bank, or (b) a bank located in the t er ritory of HaW&ii or 

Alaslca, shall termi11ate on July 1, 19:!7, with like effect aa 

it terminated on eaid dat e by tho board, after proceedings 

Ullder paragraph 2:! of subseot1011 (1) of this eoction. " 

22. By inserting at t he beginning or the l ast or 

eubaeotion (y) tho following, "(2)"• 

Ill it 
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Secti on 2. Subsection (e) of section l3b of the 

Feder al Reserve Act ia amended by strikin~ out "upon tho 

do.te this section t t.k:os effect", and inaertinc "on and after 

June 19, 19114", and by striking out "tho oo.r value of i.he 

holdings of each Federal reserve bank of Federal De~oait In­

surance Corporation atock" nnd insertinG in lieu thereof , 

"the amount paid by eo.oh F'OC:eral reserve bank for Federal De­

posi t InourMca Corporation stock". 

Section 3. Section 22, aa ~~ended , of the Federal 

Reserve Aot ia amended : 

1. ny inserting in subsection (a) thereof after '~o 

member bank" tho following , "and no insured bnnk as defined in 

subsection (a) of oeotion 12B of this Act"; and by inserting 

after "any member bnnk" in the second paragraph thereof, "or 

insured bnnk"; and by striking out "examiner" at tho end thoro­

of &lld tnsertint, "or f ederal Deposit Insurance Cor poration ex­

aminer". 

2. ny inserting in subsection (b ) thereof aft er '~o 

national bank examiner" t he follo\•ring , "nnd no Federal Deposit 

Insurance Corporo.tion examiner" ; o.nd by inaortinr; after ''mom­

bar bank" t ho following, "or in sured bank" 1 and by insertint 

o.ftor "fr om the Comptroller of tho Curronoy, • the followin&, 

"or from tho Federal Deposit In3uranoo Corporatiall, "• 

Section oi . Section 751, as o.mondod , or t he Hever.ue 

Act of 1932 1a !lmondod by inserting o.ftor "presented for po.y­

oent on or o.ttor tho 15th do.y o.tter the do.te of enaotmellt of 

this Jot 1\lld before Jo.nunry 1, 19~5" , tho following, "or pre-
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eented for pnymont on or after the 15th day after the date 

of enactment of the Permanent J>ederlll Do poet t Insurance 

Aot . " 

Section 5. Section 5209 of the Hevieod Statutee 

ie hereby ~nded by ineerting after tho worde , "known ne 

tho Federal Reserve Act , " the words , "or of aAY insured bank 

as defined in subeeotion (c) of ~ootion l2D o~ tho Federal 

Reserve Act" 1 o.nd by insertint; , il.lll'odbtel y after tho worus 

"such Federal resorvo bo.nk or member bank" wherever they 

appo:u- in auoh section, tho words "or insured bank"; and by 

insortin& after tho words , •or tho Com9troller of the Cur­

rency, " t ho wo•·ds , "or the Federal Deposit Inaurnnco Corporo.­

t1..on , 1' • 

Section G. If nny provision of this Aot , or tho 

a!)plication of euch 9ro•tision to any parson or ctrcumstanoo , 

shall be held invalid, tho ro=indor of this .'.ct , or tho ap­

J)licatior. of suoh provisio~ to persons or circumstances othor 

than those o.a to which it is bold invalid, shall not bo at­

footed 1hereby. 

section 7. The right to IIJ:I<)nd , altor , or repeal 

thia !.ct is horsby exprouly reserved. 

Section 8 • This Act may be ci tod aa the "Porcon­

ent Federal Deposit ln~Nrance Act". 

a~:. 
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December lith 

H. K. Jr. said thumbs down on Kemper. Very nice 
man but not big enough for the job of Assi stant Secret ary. 

llr. Thomas Harrison llac Donal.d came in to-day t~i th 
a repor t on tbe proposed plan which the President had on Road 
Construction. Henry Lutz and Admiral Peoples were also present. 

MacDonald said it will cost $2001 000 to build a mile of road. 
He said we could get our right of way at $50. 00 an acre . It 
would take 1280 acres to the mile for a two mile right of way. 
Taking out 62 acres for the road, this would leave 1218 acres. 
Therefore, the right of way would cost $64,000. 

The question is can we sell enough land at $216 an acre 
to pay for the cost of the roads. Could Barry Hopkins put soae 
of his Homestead Projects along the roads to help make this thing 
self-liqUidating. llr. MacDonald said that he is interested in 
getting the maximum amount of labor out of the job. In the normal 
way of bUilding we get 3~ labor . These roads, however, will have 
to be built differently. We want to get 5~ of the amount of 
money appropriated on l .abor. 

H. ». Jr . felt that it would be impossible to sell 
land at $216 an acre as mentioned above. 
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Submitted to FDR on 12/11/34 at 8:30 P.M. 
at White Houee 
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lrgf sa 

Ia _,. r-.pene, \llav&l' •• 1111, \he -.z .... tlllh ot taa. Nsnl 
llo•wo •• le eUoolpr •ot.r .-. u wu la "'- n-.1 :re.re 1920 _. 
192'1. wbln l* raised more u.. t.;,ooo,ooo,ooo a wJ~. I'll ........ ..,, 
ov ~rce•t \a .vutve wUh a lent of 'bulaeH u4 pr1aee ~ \o 
Qa\ of 1926, 11f01114 p roctnoo IJil'Proldmateq t'),OOO ,000.000 a.,_. 

~ k.z procr- ouU1ae4 1n the followlug falle la\o two pu"tll 
(1) \be epdOllll t.xe1 IAat aph•e on J\lllo )), 19 )5c aDA (2) taz ~­
propo"ed t o iapNYe t!lo eoo.not:do strucmrol. 

IUh I'IIIJI•t \o taa. tue\ par\, DO laUodMMJ'T ~ •\ h 11. ...... 
•"'- ..._ \o ..,. Usa\ lf ~ ._, or \belr ..Uftl•M an DD\ 
........ u.e ~··- 1o11 \o t.he J'e4era.l Go.,...., h enitaatld .. , 
tns,ooo,ooo tor tlae n-.1 .,_ 19)6. 

21110 euaDil pan of \be p.oc:r-, \Aa\ of kK olla&ee dlllpld to 
bp"" the e CJ:IIMOI.o e\noU'o, ln't'OlTn ~loaa bnoalllll' u.a aen 
rn • M4 h o.pable, l f publlollr pnpoeeol, of p rodlaalac wldnpre.l. 
1'-.!)-dOillo 

Our ;>rlaolplll propoellls rola\e \o the \ua.Uon of GOJl>On.\1 -
pl- ara4 \o • la..-.orpon.\e 4hldiD4 k.z, ~th of wbi.Cib an 41111ip .. 
la pvt \o reduol t!le eds\lng concen\Fa.t1on of IICOWllll1o -Vol ln t• 
~. re are llleo • ""'DC tar\her lllYoeUptlon of other poed~e -
.arM to 'breelt v;p ~· OOI'pol"a\e en~1 U ea. 

llb1le tlle a~NQres het·a p ropos&d iAvoln Jl'J radioal. atM* 1lpOii 
the t t=•W llllaa'MMI' of the 01pl\lllh\ qet• tl1q IIIII¥ well lie 
r~ ot.ta.rwlee at n.ret ln lafluentlo.l olrel.H: aa4 1t h dedrable 
to pola\ crat, tllW'.ron, \hat the pahllc elpO'UIIl of '"- •-•• lllf' 
ha?e M!ipOI'U7 uaf-.Jtle lltfeote 1lpOil the .-r1 \he -*'"· 

AD a•-rporate una...s tu, tor --.~e. *lle prnt4lac • 
pouw:r.l lafl- to-.l \1M ellllplifl~&tloa of ooaopora\a et-tu11 ..a 
• eN'eottw .__.. of Ueooancom\ \o _... eorpon.te a u-t, 
-u uw. • • sua•• at-rabll lntl- ...,... t1ae -ace Gt bel .. 
be eMp.tn d therefore ,._ lM :prl- of tMlr "boa&~ 11M ,..,.._ 
Ukwl .. , tiM pnpoeld -.z oa tiM 18Uetril••• perUea ef OOJ»>n.M 
IUI!la«•, llblle ~ .on UlHiral 4hla.4 peUe&11 u4 Usc ...,... 
ICillc "Diu •rpora\o •• '••t.Dtu, .. , U.. t1ae etten of iclpalriac 
\he oargb. ot lllfft;J' of nrioa.a bOIICl 11- 11111tll - ~ \ '-r tiM 
"'•Uoa Gt toi:J!On.•• ~ SA u. ...... , ... 
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a.u.. of \Moe -. it llloa14 'N .U.d, Mir 'N w tJ d u to 
•'•'•'oo u... Ul llffw\eliJIOD p:re_, e-s.u .. Ml.Mn-' yn to _. 
t.M 4e.u.t llltl-. ftoe llftwtl'ft .. \e of \M tJR• wa,.ft\e UYlt..l 
taz, for :1 ~. 8ltll\ 'N .... ~ ,...r er • l'wu. 'llld.a .-14 all• 
u.. for \M .s.p!U1M\l• of oozperato ........... ftoe '-U• of 
-.M.leb'l'III.W oorpordo Mn1llce ~ 'N 'llud'llpOR Ut.e ~•=cce of Ul:ree 
or f_, ,._.., MJ'Id.Jip, u..-. pend.US..C \M :ret.U• of~' 
r11 •• for .. , ....... .._ ...-. 11-.t.A..t pq '•· ..... , '-· 
l'owew r• r~ \M t....., aetrel17 'N tl ', Ut.e ..m.to.., ...U. 
.t.dJI\Rl>r o\ old -.gva\e Ut.&r +•nate, '-PorvllJ'; old clu roooc­
.t.U• olrftl4 'N li~ \l'le pon&ld.Utr. 

la dew of ... u. Ut.e o:ea\ 4ea1ru11Uy of Ur.ooo a .. .,. .. a4 of 
\l'olr poeonle '-PorvilJ' -.f~wrUle ooaoeqv•-, U would. ~ppwr \o 
'M -Ua.l. Ura\ .._ •w.snru1- pro&w\ lholf aptae\ all alltti:oo 
ooa\tJrc...tw llr ., ...... ,.. -tnlho4 -Vol of \he oro4U eU'aootrlro. 
lull coa\rol ..,.,_, ... U po .. lW.e to tlAaeo \he Ocw-\1s 1"04(1&1r .. 

a•h 1a __.. u4 --Uall7 onl'o 1111 fa+J.oa, d.flplte .., ~- or 
aacceratiou \o wlllola .- .ub\o.., 'N eo)'Jeot u a rual\ of u. ... or 
ot:a..r p10pa ·la. 
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'"''" "n• *' v• m'r!v _ .. 
ptHl)lt al\trpt\lut •p4 . d'1Upe 

l, H h reo d .. \bat \ba IJ)Mlal \&al \ba\ MJwla&M or an .,.. 
4uoe4 on Ju. 30, 1935, h \be all- of ... leciw Uoa, M .n.....,_, flle 
~h yield of \!taM kDa 1a ' "- fhoal rev 1936, a a 11 aboln ill 41\&11 
l n \ h a ttOCOIIIJ>8Il7Da Sohadule 1 and oh&r\, 1 1 aaU - M d a \ $ 3'18, 000, 000. 

2. 'l' ha followi.DIJ c~a ln axh\lq t&Ma are r-de4 \o b onaM 
n••-• prt..rll;y ll;r reAuat ~~& ••~•ton, NIA 'lrOilld <lCl4 appra:n-tal;y $~,000 , 000 

to \az reaalphl 

&~ \aJ: oa pbotoanphio tl laa ln 11111 of \slt on 
c:Mna s o •• o o o • o 

'ru oa \ella\ u\lolea \ o coYer aalaa ll;r en\u~ 
prlMa ~ \ ha- •.•... 

S-.1-\ratl an \o ba emludad fl'O:II a~\ed t rac\ore 

\ddUloul 
I1tl4 

s a, ?a&,ooo 

2 . ()()I). 000 
260.$1'-~ 

i 4,996,000 

3. The foll0111D~J \ axu, of \ no -.a conoral M.ture aa 'flll'i<nla u il\lq 
\ uea, va llated aa poaaiolo eou.roa a of adcUUonal reY~~DUaa end ae poaaillle 
.. ~a\U~t\ea tor ou or 110ra of \ ho n p 1r111C \o.Jtaa i n tho 8"1'111\ \Ita\ All¥ 
auoh aro 110 \ ax\ and ada 

il ac\or~t \1on of 2~ t x on bu lle chcaka • • • • • • 

• • • • 

11 tu: on e aCh electric l101l 'INn aolc! ll;r produoar 
o~ ~~rter • • o • • • • • • • • • • • • • 

l...oul o r ex-,uon froa paclcA&aa af alpraUa 
p;.pau COilt<>inl~~C l u . \lwl =- papera • • • . . . 

1 .. 11111\loll af ell*3pt 114aiu1oa \u.a fna fl)# \o 241 
(I t ax.-p\lOA 1 • radQOid \o 91 •••• , ••• 

• • 
• 

!Ida lunu a tl'GII 31 • II( a ll'll\_,llth oha .. la 
l'nd llod.l••• •·ad •wr qelaa • • • • • • • • . . . 

Oooupdloanl \a& of SliD per ;ronr • a\ooltbrokua 
a4 p.J.wallroliatl"a • • • • • • • • , • • o • • , • • 

Oo011p ~toaal tax 011 opva tara or lll lll r d nd pool 
\ 1:\lllaa • • ao•llac allqa a \ $6 per bbl e tr44/er 
a ll117 • • • • • • • • • • • • • • • • • • 

'l'u oa ~'•1'111 produoh 10114 7&1'11 , , • • , , • • 

Ad4H 1olltll 
Xltl4 

6 • ()()"). 000 
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..... for \boM ...... 15 ~II ' PI alt\bc" ..... ~all 

tkt f OU I I'•C '-' ~~ ._. \ o H tldftt4 \o I I I 1. 

J 

,., ,em• , , ol"' te 'a=n ' mr'e ME 2 , 

1 

i ,; . 
•• I ; 

t . IJo ~-o 1n p.,.eeat etttt.o \ax ratu 11 r-..atd. 9le r-
t ra\H are otU::Mr.hd t~ yield. $19]. ,000,000 in tho fitcl!'l 7ea1' 1936 u -

tn.dtd w1 th ooUeotiOAt o! $2'.), 70-1 ,000 1n ~~ fhoal YttJr 1933: .-4 tv_._ 
.Ue\M\Ul 1n- are probable as dne abptts llJid bQda"a ..n4 prlott 
~-. 

2. All 1-.t.'- \ax, td41 U oaal to \he p.-.-• oft&M tu, .a 
tpplJ'ta& \o tbo clhVUIIl\ho -..z.e of ..ob ltp.ht or 41ewt-.oo, h r­,....ol. •o cr•' M-dnte..,.; ln ~ mul4 lie 1M'oln4 U ~ aa nn 
I()!)U~e oalv '-'t 1...-o• of ~nuUal _..,u. Swift\:r .,...,,," "'" 
WOII14 4o nuh t , rnard 1DboritsLoe of 1~ -· 

3• ~ rtdDae otulOIIt, ~-\o17 te r "' 1D &lf\ ,_ wftl~ 'M 
-•IIN7• Otoatl4wat 1oa tlln14 'bo ll.,.., bos111w, \o •'"*'"~~ Ud.t ..a\w 
11J v •t &lfh ~ o...UD&I')f lllooae 11114 \a:dl!,; ~ S"S ...-. 

II 

ta&e-Q!marM• P'dtat !w 

1 . .u _..,14 1a \he prote., w b\~e 41'1'141M tu woul.l 
op .... o po....U, .., r ..... tde'bc -.,ltllll"" b wr-a\o ,..,. ... ,, 
.-l ...U ~ .. - eftOI"ft ol._, b & ~- fel' ~ N M .... tf 
- t1 .. 1-.- bdun 'Wi'l tiiM ' '=te - ant • lUo. ell .... "-'"* ldll ..... \o .... IIIW'l-"' ..... ._ Oil ....... -.ih 
Mllll ........ \o \lll&l' l&eo, u 41_.Ml La Ill. 

a. an ..... neei"' • .. ,_,,Lolli ...... , - -., .. , • --.. 
• tat.w ....... , an._. ._ -.11 OJ.U. P•••filllJ' \o ,...,. .. tdftlac 
.._alld\1.01 b ......... ......... ... .... Ill .... - illpoto4 b ... 
few t1 a ~podtl ._ w M'l'l._.. rtrl.ftl 11r OOJPOI'IUoat, ,., o ra\e ot, 
ear. 1 to 5 pu••'· or \M pi'IIW\ ...,uoa of 41ndtled !.nooae f70IIl \he 
oo.,.:rauw 1m • ._ ..,._. 'Ill •u.t•""l. 
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3- la o.._ ~ aw14 edUlllbia,r wbat ~ k r ...... u a ....... 
..u .. ,.altr '-· u WQla •v- ~ " ~h w .u .. - u•n• , ... 
M lllllpM, .nor • p·n•p ot tile .n, 'IMeln • lft..Uft We et _. a 
..._ lr stt,•ac ot tile- -.4 .-!&lie o,.klzrt lr ~-..a_..,.'-'"' 
raM of ka ' ..... tiLT. wU h a rho ~ a DOn w Msrtle" rah .,._ - or .,,..... 

-._ tM prl- of 'lllri- ~Ito.._ of ~krprl- wUh liiiiP •to• holtiap ill otbe'l otll)OI'M loa- walcl po~ k ,..._.etllT attao..a 
lr ..ea ..... pM'\iGI&1.U'lT lt U were \o UIJe ..., ... ba01lhMlF1 'MI'eN 
raltUle ~--•• 1a OOII]IOrak tVUNfe 1a llae wUh U. JOlltt' ' I te« 
tile .. , oould lHt otr .. , .... tbe bonae of lllolala« a l _. oo, llbooo • III'LMbal 
- of ,_ wro 41n!a48, ?llpt abo lHI •• .. , .. to ~~- la prioo. 

111 

9Pmen••= :U 'M'" W 8 M A' "' M• 

1. If " etap wUh • &at• _,..,... dl..u..l tass, a lM>CO pan of 
.,.. ..., ... aLtllt "ac-.q to Vlft laS' ......... ...... lata ·- .... 
of o.,...al•tLoa, lPDl..S.C -u•*'• of ~· e s U p of tM 
~e.l pseporU.n lllwl~ .a we 'IIGIIL4 le.,. -~ ... U.oo _.., • ._ 
prhoo Wliell baYO alr eaq tekal oa thh t1aal ton of • : P!Cllftl.o "W •­
\loa. 

2. Bw s e of the gr•~ C1014'lal. t;r of tile probl • , orl~lllft ~ 
a.alFIIl• 1a neoteeary \ o 4..-.10}) a oorporate \ale ee.led to lllee \11M will 1to 
wlltJsone h-ae1 both a 'bualnMt ad t..-x poln\ of 'flew Oll4 :ret 1011 c u• au 
~to llll.eln nw. 

n 
..... u n·• ant ..... a a z ' 

ls l1lldu 11 1 at.Loa of CIJJiO••" ~ -.14 lHt MIOJOI' 1 'lr 
a..,oel.llc a '- •• g¢ e 1a \be .._.. ol 5 to 25 jAG •• 11p011 __. »""'­
et ete•• $ OOl'pOrate 1-. looe -..r. pill&. 'tlblllh le 110; dla\7'1_.14 1:A 
llftfnt•· 

O..O...Uou *ltll piiU oott all -.. .. eand.Bp 1n M'llUIU '1101114 
..nor 11111 aMLtl•a' '-• If tiM '- ...... tl IIIP1F • tbe • .•J&:IO of 
3 • ~ ~· ....UeWLkW ........_ ..a• JII'Wl._ ..U. 1to .u...a fllr a. 11 'atlea or a _ _,. n•••• fu tiM Mia' •• of "-"• 41'1'1• 
,_. ..... -' tw ooa"ma .,_ 
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tu7a .. =- -- • 

• .. u--. 0Jt a441UOIIal. HY-• Ula\ aq 'be ollt.e••• ,._ Ulle ._ 
llae '"- r ; ..-~ '-'· t .. ~ .n .. , tit ,-. ~ -u M '-* " 
lac'- ~ _, ot 41Yl._.. ~ .. , t o mr'-" Ul4 to lMJ .. Yle 
.tf..Uft ._ oa \hHe .uporau .. e1• 6o .. , flll17 41eert,_.. --e•ce, 
\1111 '--. 'M ...-w to aM ~n-UT to J'ol.lftl rot "• u .. u u 
SO U~ ...... OOrpoi'I\M .. ~aUoae. 

"'- hl'ecobc nla'" roel'lllT •o tllnre 12 l aU- of eo~ 
oupl-. *iiUJI& nzplUMI are a -.Jol' t aotol' La \he a-..uoa ot 
Alleoi- •et·n• 'll!r a nla\lftl¥ -.11 I:J'O'IP• low Ule 41eal'-U• ef ••" 
illc ..-pi- h to M eu.laM4, lf Ula\ h u11lH4, h aow \he .U,M\ et 
• ._, .-4 wlll ftqlllre 1'ai'Ulor a••llft ~· bu • of a 'k:r of 
-•U.-loul .-4 ,.r.\1011 41tf1-.1Uee. 

' 
n h 'bel1en4 t!la~ 1111 equUablo tax on tho -.p•\ 1-• cot 11141-

Ylttu..l• ~4 'be allloat lmpoallbh to tr-. all4 thAt \he adnSahV.Uoa of 
...... \a would 'be .a.bJeo\ to Ullll'l );ll'ao\loal 41ft1-..1U... Ae 
oliJ .. Uft• of W s pi'OpGul oro o.pablo of Rba\aDUal I!.OOCIIIIpllllll•• lr 
-• of 111-aoa 1n wrtuea in t ho 11p111r l nOCDe 'bnelceh. 

VI 

a·= 'n nst •••• M1e s ,, ott. Qe•. 
e1sr 

1. 11M :91'1-t dtipletlaa allowune to oU , pe, ..& at•'JI& -. ..... 
pri- h titter•' rr- U.\ p .. uw all otur Melee- 8114 -u•, .. 
a .... _. \o theM •H2'pl'1- 'lllr I' t .Sac ._._U.U, .. '- aen••••• 
*-' ~ w.14 co\Mnl .. llllr• Nl pnt•nt'., .. _,.., - oi"IIM'"' 
tlt.rlllc ~ _. wUh \M ... of •• &...r\lloc- oU ..& wl•lftl U-••l•· 
.... ~U'l ...... - ........................ . 

2. It t.M -• hpl .. loU• llule - .. ..-uebtld tor .uu 
-.\orprl- u -'"'".-.. all o\Mn, U lt .. ••=eM4 UIU the roiN1M8' 
...... _ la ... I'IOOI.p .. _,_,haft ... ti5.000,000 1D Ulo fhoal ,.... .19)4. 
4e • al•-Un, --'unuoa ••• ftll 'M II•• to U.• propolal to 
etlalaa•• Mptouoa 4 ..... at.•• •Unb'. u h ••'-Uall7 \he u-..uoa 
... *"•'· 
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ful'n ..... -5-

n1 

.. ., 'I rtM· 

tllle -·• of Ua .... , .-f. \lao, J'-....J., SkM, _. X ,.....,, , 
...,. s r v.o llt at.on ....,. 111\nl, 4 Oaao\ln\llllllll ttrtrt ..t&­
nqaln& w u.l wUh U.S.a pro-.t• 1a uq ott .. \ln ... •• U to .. liMN 
lt a Oau'Uut.GMl .- >•• ~- 'lllr tho ~ Ootu ' -.1& M ra.ul• 'llr tiM _ _,. bN' of 1\atoe, 81- U.. _.._ 10 'flWlr .u ............ lCMnl .,.. .... n h u.. .,.. of pn'lll• *la -.1& 
Mn M ~ 'llr a oatwrM --call U.. St&'- _. U.. ~ 
Qevw ''· 111\h \he 14• of p U lJI« II\ IIC"••' oa a p.,.cr- •• -'.& 

-·--'~ .... ~·· 
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l oU..W Lo .. l a . ... _, flMal 7MZ 11111, ,_ ! UIIo 'hnllaaW 
or bteo .......... hM a>, 1836, ln o - of Speolfio t -chla\1• 

..... 
t unoa\1-.: oll 
............. , , .. u. Cl'llP41 00110011\I'Oh, 0\0 , ...... 

•a..uu 
lllM\I'ieal • ..., 
.t.u-Mlo w t 

0.._, ..... 'IIUoo u4 •tor oyoha 
'-'• n --1'1 .. f OI' onto.o'bil .. 
til'oo 11114 '-r --.. 
teUo\ propua\lD8, o\o, 
.t.nloloo .... of tv 
1-.l!T (•\Meo, do* •• apei'O and. fhlcl «laoaea, ole.) 
aMlo Oe\1, pbeMC"Pb 1'-NI, e\c. 
llr *ant oa1 Hfl'i&el'a ton 
lpol'\lJIII .,..U, _.,.. M4 1•ooa 
flroana, obolh 11114 .nr14coa 
OIIMrta& ca 
~olopblao, tel..,.pb, r.tlo and. oablo fac111\ 1ee, o\o . 
'l'naopor\aUoa of oil b7 pipe Uao 
Bncl \naafon . 
Doo4o of 0011ft7MOO 

!o\al, \UIIa tel'?lln&\o4 
'l'u:oo, r a \ oa rO'ht ... l 

I-• of ~\lol 
Stetlt v anetor1 
Saloo of .. ohu tn ,.,...., &oll'NI'J' 
.u.looloaa 

! o\al, \UIII ra\oo .......... 

l ot&aW l.e .. ta 
••• 2 

• 22, 100,000 
too, OOO 

6,400,000 
1u, roo .ooo 
32, *>0,000 

3,000,000 
.36 , 100, 000 

6,100, 000 
3>, 100,000 
11,000,000 
2 , 100,000 
l , IOJ , OOO 
3, 100, 000 
6,000,000 
4,0;)() ,000 
2, 40'>,000 

700,000 
18, 100,000 
9,400,000 
4,300,000 
I . §OO.oop 

$144,400,000 

• 5, 400, 000 
10, *>0,000 
4,*>0,000 

1J.I?0. 90Q 
i 11,300, 000 

UH,'1&5 ,&56 
. 

( 
J· 
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UHDIY I 

~ t.u-iac obenpl lo U11U.JIC t&a1 110ul! hJI 1 .. :re-1 
prbari~ )7 n> h e naetoa1: 

1. A tax 1f II pa-\ 011 'ill prlee tbr wh1ah pllotocrapb1o ftilm1 , 
lao1114111c •"- plo .... fU.u, are eo1d. '117 \be~ .. -...., pntanr, 
•r ~. l8 pnpoeed. 1a aold.lUOll \o or ae & 881\UaM- tile 
""-' ••Uet•M1'7 tax oa -~~ . !he propoeed. \u: oa ttlae 1e 
IRla&\84 t8 7l1l.t eMa\ t3,100, 000 , &I COD\raiMd. wUh \be t3414,000 
Uri~ fna Ule \u: - I u. 

a. ...Uoa ~ .r Ule las AO\ of 19U, lllpo&tac a \.u aa 
Mil l\ ...Ucl11 eol.t )7 ~. psodDcera, or lllpor\er1, woald. 
J'leU epp:re~'-17 $2 ,000, 000 a4d.H1ou.l r" 1 l.f U 111'1 M41 .­
pU~le &leo M 1&111 )7 ~ per- peta&lac acll arUclu for ulU­
-'- 1&11 or U1\rlkUoa. JlftelOII of tbl pre-\ \a% would 'be crea~ 
.... Ul. 

3 , S.OU• 606 ('b) of \hi a... .lc\ of 1932, 'llhich e:x...,h 
\l'aoMI'I 111\ ..s.pMbll to •• oa paftA 1\1'11\1 or hlp..,. tna t.he 
3 per I rat r a \1, l.f .... teed. w ezo11141 e.i-\rau .... troa \he •-..\loa, 
w ul4 proan $310,000 a4d.1t10ll&l rn 1. 

I 

tiM f1Uowl.ac \aa1, of \he - ..-a1 •tolre ae .,...lou u1n.-
lac M%11, 11"1 reI _,.,. for OIDal~aUoa U IOWCII of aold.lU~ 
nu u all .. po1dlll1 .Ua\1\aMI tbr - 1r _.. of \llol nplrtJic 
\u:le 11 tbl _, \bat ~ neb an 11\ _,_,.,. : 

1. ~ l'le\oraU on of \he 2 c•t \.u 011 ll&k checks wou.ld. 71•14 
... , $45,000, 000. 

2. If Ull .u.pUoa tr. \he \u: oa ..al1aloaa 1IDdlr S.e\loa n l 
If \he Ia; .. , If J.9:S2 . _.. ........ fnll 40 -h \1 24 -h, IIP-
Jift~M~ $12,000,0CO If M41\1oa&l l'h 1 would. 'be l'bMh14• (It 
u.. 1,._.,uoa _..rut rl .. II -\1, tiM u\ta&W a44U1oa&l r"e"l 
-.14 111 tea,ooo,ooo.) 

a. If t11a \.u raM • _.._..111 a~aa .. h IIIII ~~~ _. •Mr 
~1U ..... reaMnd. fnll a pero•\ MUle 15 yarra\ ra\1 1-~raW 
1a u. U Zl .tot. eppresS.a~ tao,ooo,ooo a441Uoa&l r•• wou1t 111 
ellkhrl. 

2U . . . 
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4. If U. pre-\ a.pUon of pa'*-ce• of c:l.clanU• papor a 
_ .... ,,. 215 or J.e• ~· tt.a \bo rah of i _, pv J)ti...,P 
- ''If II II - pt~Dpo of •\ ..no \ba.Q !iO •n eltatu\o4, eo that 
tM ! _, n.\o per pt~h&'l' wul4 appl)' to all pa .... a cn\&lailll: 
•' •n ..._50, U h onba'-t \ba\ $5, 000 , 000 of a4d1Uoul roTO­
- W01114 M ollkb ... 

5. A taz of 1 _, per Mllar oloarpt! aa :pr.-1- oa :pollch a 
ot '--• appl1calllo to all _,... ot ia.araaco, would proclaco 
apparon.a\ol)' $46,100, 000 of ro-, OJODlw'' A« laRJ:aD.Oe 117 \bo 
•nona•• A4e1 , h \r&U oa . 

4 alallar \as -a iapo_. 1IWler SouUoa 503 of \be Bot • Ac\ 
of 1U8, W\ \bo rate on U f o 111- pollcloa wu 8 0011\a per $100 
of \be _, of \be :poliq. 

6. 4 \as of 1 _, 011 each eloc\rto llpt w l'b oolcl ~ - ­
fao'-rer, procbacor, or Ulporter, would 71•14 appro:e.-tel)' $6 , 000 ,000. 

'1. 4 \as of 5 porMDt 011 \he M lllDc or 1••111& price of oob­
Opol'a\od dnic .. or -old- would 7 h ld Uo1r.t $500, 000. 

8. 4 'POOlal oc:~Uoul \as of $60 per 7M1' on e\ockllnbra 
u4 pawn'brobre wmtld )"1ol4 &lion\ $575, 000. 

9 . A apocial occup11t1oaal \as oa operd ore of bllli.tU'Cl u4 
:pool \abloe &Ad 'bowlillg allo)"& a\ $5 per \aUo 81114/or allOT would . 
71&14 $1 , 330, 000. 

10 . A \u of 1 to 5 porcoa\ of \ bo cro•• r...Sph of all lloh 
oa raoo borooe aad o\ bor nenh nlcloncod. l17 pari Hol U ck8h . 
Wo oa\iaa\o of \be poea1ble r e YOo• • 1a uallallle . 

ll. A taz • &aloe of rqon )"&J:Jl or prolblch 00llt.ain1~~& ft.70a 
J&J:Il. We ee\.laa\ e h aYallalllo . 

1 -.,\ tor t.lloM 4oaipo4 \o rMI!co exla\111« naaiona, nearl7 
al l \M fiii'OII'llll: \3Da would \0114 to llo llllit\ool \o con~•-
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Dece.ber 12th 287 

llr. Clyde A. Brown, his two lawyers, HolmaJl Willis and Mr. Ash came in to see the Secretary in regard to Brown's disbarment. This appointlllent was arra.uged by Senator Glass, who is very much interes ted in this case. Jlr. Korgenthau asked Cook, Chief of the Disbarment Committee, to be present. B.K. Jr. explained to Brown's lawyers that he did not want them to go into the details or the case because he did not Wish to preJudice Cook. Be wanted them to begin tr011 the very beginn1n& aDd have Cook hear the case without reading any of the past records sometime convenient to all of them in the near future. The Secretary explained that they would get f a ir treatlllent and honest handling of the case. The lawyers seemed very pleased. 
Brown looked very hard-boiled. 

Mrs. Klotz telephoned Senator Glass the folloWing day and expla ined what had happened. Be seemed pleased. 
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FOR I II(EI)UTB B1:TJW>JI , 
Wlldneada,y, December 12, 1934. 

Washington 288 
Preas Service 

No. 3-86 

Secretary of the Treasury Worgenthau today announced the final aubacription 

and allotment figures with respect to the December 15 offering of 3-1/8 percent 

Treasury bonds of 1949-52, 1-1/8 per cent Treasury notes of Series S--1936 and the 

additional issue of 2-1/8 percent Treasury notea of Series A-1939. 

Subscript ions and allotments were divided among the several Federal reser ve 

districts and the Treasury as follows : 

3-l/8 PERC!:ll'l' TREASURY BONDS 0? 1949-52 

Federal Reserve Total Subacri~ Total Subacri~ 
Dletriet tiona Received t iona .Ulotted 

Boat on $ 158, 7?2, 550 $ 33,113, 600 
New York 1,153, 531 ,100 234, 204, 500 
Philadelphia 150,161 , 650 30, 513, 500 
Cleveland 133,854, 700 29, 069 , 200 
Richmond 90,110, 350 18, 586,350 
Atlanta 100,158, 600 23, 974, 600 
Chiengo 181 ,024, 750 42, 921 ,050 
St . Louis 60, 931, 500 16, 969, 400 
llinnea)lOlia 14, 382, 400 5, 577,400 
Kansas City 51 , 402, 200 14, 302, 300 
Dalla a 63,126,100 17, 223, 200 
So.n Francisco 176, 982, 700 34, 903,100 
Treasury 30, 900 30. 900 

TOTAL $2, 334, 469, 500 $491 , 389,100 
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J'ecl.eral Reserve 
Diatr ict 

Boa ton 
New York 
Philadelphia 
Clevelnnd 
Ri e.'urlond 
J.tlantc. 
Chicti&O 
St. Louis 
lolinnec.polis 
KaDGos City 
Dalloa 
Sc.n Francisco 
Treasury 

TOTAL 

Pocl.erel Reserve 
Diatrict 

Boa ton 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlnnta 
Chicc.go 
st. Louis 
llinncc.polis 
Kanet\s City 
Dc.l1M 
San Ft1ulc1&co 
Treasury 

-2-
1-1/8 gm 'l'lL'lASURT !!OTES or SI:Rr:s :c-I936 

Total Caah Total Exchange Total Total 
Subscriptions Subscriptiona Subscriptions Subscriptions 
Received Received Received .Ul otted 

$ 189, 587, 500 $ 10, 375, 000 $ 199, 962, 500 $ 40 , 978, 000 
1, 450, 222,900 148, 868, 000 1, 599,090, 900 363,150,000 

185, 565,400 1 , 965, 500 187, 530, 900 29,034, 900 
201, 292,000 2, 226, 500 203, 518, 500 32,013,500 
132, 939, 500 2, 681, 500 l35, 6Zl, OOO 24, 314, 500 
98,886, 900 77,000 98, 963, 900 18, 310, 400 

287, 435, 900 36, 519,000 323, 954, 900 85,125, 700 
72,900, 300 736, 500 73, 636, 800 15,058, 800 
52, 846, 500 1, 081,000 53, 927, 500 10, 560, 000 
82,481 , 200 2, 266, 000 84, 747, 200 18, 936, 200 
70,038,300 66, 000 70,104, 300 11,174, 400 

211, 861 ,500 3, 277, 500 215, 139, 000 34, 945, 000 
12,000 60, 000 72, 000 72,000 

$3,036, 069, 900 $210,199,5CO $3, 2>16 , 269,490 • $686 ,673, 400 

• Includes $210,199, 500 er.chRnge aubacriptions , 
which were allotted in full , 

2-1 8 P::l!\OllllT TRZASURY !TOT!lS OF SZR:U:S .A--1939 
Additional Issue 

Total Subscriptions 
Received and Allotted 

$ 22, 706,000 
473 ,903, 500 
13, 623, 500 
13,141, 500 
54, 554, 000 

4, 696, 500 
112, 811 , 500 

1<1 ,011 , 000 
18, 679, 0Y> 
13, 482, O"ll 

8, 821 , 500 
12,168,000 

2, 810, 000 

$765, 408, 000 

Regraded Unclassified 



289 December 13th 

Mr. E. Sydenstticker Dr. Parran and a group of other men interested in Public Health cue in to s ee the Secretary to-day. They said they needed 110,000,000 for their public health program. or course the Secretary said this would be impossible at this time. He asked thea, however, how they would spend the llo, ooo,ooo and Dr . Parran replied : One aillion to promote research work in the Public Health Service one lllillion to increase the statf and personnel of the Public Health service, the reaalnder to match local money and draw out local money in the developaent of Health Service. H. X. Jr. said let us tackle this from an uaemployment point of view. I want to know how many nurses and doctors are out of work. Get this information together and I will approach Harry Hopkins and believe that I can get 11,000,000 for you to render emergency medical care at once. Sfdenstricker felt that he did not want to hurt their program of 'lo,ooo,ooo by getting a lllillion dollars at this time for emergency medical care • 

• 
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H. 11, Jr. went to the White House a t 2 o'clock and 
caae back a t 4:30. lie and Bell went Ill' on the question or the 
bllll&et. B.II.Jr. conoeived the t ollowiDI idea - tbat tr01a 
Dece•ber 26th to January 15th the various speDd1D& a&anoies 
aoke DO •ore contr acts t o spend and the •oney lett which bas not 
actually been contracted tor be turned over to Harry Hopkins, 
and th1e ought to take cere or h18 until Nove•bar. H. 11. J r. 
thought we ought to have $1,200,000,000. This would IIO&n that 
Harry Hopkins would not have to eak Coocreae tor any •oney and 
would be a ble to take care of relief until the new progra. began 
next November. 

While ~t the White House H, II, Jr. gave the President 
the tollow1oc note which be wrote h18 1n his own band. 0 lly 
dear Kr . President. While the cotton bill was under discussion 
I took great care to k.eep out or 1t. !low that you have decided 
to turn it down aoy I take this opportunity to congratulate you 
on the greatest s troke yet tor r eligious treedo.. Atteetionately 
yours• . 

The President read it and all1liD&lY aaid . "This 
note I keep• and put it 1n his pocket. 

In the d~acussion obout Japan IUld our position to 
t he rest ot tbe world t he President Said: 

I~> / 
/ THC WH ITE HOUSit 

WAIMINOTOH 

v 

' -. ( 

-L 
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TREASURY DEPARTMENT APPROPRIATION BllL, 1936 

HJtABmOB COIIDO'OTJtD B Y THJt BO'BOOliUUTTUI 01! THJt OOM · 
llfi'l'TBB o• .t.l'P &OPRIATIONB, ll00'8Jt 01!' BBPBIUJJtNTATIV:&Bi IN 
CllABO :& OP Tll:& TRBABO'BY DBPARTMIINT APP ROPRIAT ON 
BILL l!'OB Tll:& l!'IBOAL YEAR 1930, ON THB DAYS POLLOWINO, 
N.AM:&LY: 

FRIDAY, DECEllBEll 14, 1934. 

OFFICE OF TFTE SECRETARY OF THE TREASURY 

STATEllDTS Or liON. HENRY MOROENTHAU, 111 .. SECRETARY 
Or THB TIIBAS11RY; D. W. BELL, COJIIlllSSIONEl! or ACCOUNTS 
AND DEPOSITS; WILLIAM H. McREYNOLDS, ADMINISTRATIVE 
ASSISTANT; S. R. l ACOBS, ASSISTANT COMMISSIONER, PUBLIC 
DEBT SERVICI 

rvlr. ARN OLD. Wo have with us this morning, ~fr. Morgeotbnu, the 
Secretary or the TrCMury, and we will be glad to hear him. Do you 
uM t.o make" geo~ral •••tement, Mr. SM'~tary? 

OENERAL 8TAT&WIU11'1" 

Sooretary M ollOIONTIIAU. Yes; 1 would like t.o make u brief genon1l 
•tatement and, following thot, I will be glod to answer any questions 
you desire t.o ask . 

Mr. Cll&irman nnd gcntlt!mcn of the emmnittcc, I undcrstn,nd that 
following 1our usual procedure you oro coiling before you the heads 
of tbe vanoua Treasury nctivities, who will give to you such dctuiled 
explanations of tbe '"'timatcs as may be desired. I shall not, there­
foro, go beyond plaeiog in the record n brief statement touching on 
~e Treasury budse~ for 1936. Any additional iofonnotion the 
committee may d ee= however, will be gladly furnished . 

The gnnd t.o&.al of appropnationa for the Treasury for 1935 is 
$1,835,746,022 as against estunat.es for 1936 of Sl 606,742,064, indi­
cuting a reduction of $229,003,958 duo almost wholly to tho omission 
of emergency UPI>ropriut.iona in the 'l'l·ous ury 1936 budget. Eliminat­
ing !rom the CODli>IU'ison made such items as the siokjog fund, into.rost 
on tbe public debt., iutenhl1 revenue, customs, tlnd other miscellnnoous 
refunds, indelinit..., and public-building>! construction, the appropria­
tions for operating expenses of tho Treasury Department dunng 1935 
aggregate $106,122,334, "" compared with estimates for 1936 or 
$121,143,934, an ioeroase or $15,021,600; $10,838,195 or lhe increase 
mtlntioned is due to tloe laet that appropriauons for 1935 11ro on a 
90-percent salary baBis, whereas lho cst.mnles for 1936 have boon 

1 
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2 (' TBJWIURT DD • . RT><BliT Al'PBOJ'ttU'rtOI< BILL, ltll 1;..;> 
submitted on fl 100-porc~nt. 8•ll8ry buaie. Tbe actunl incre~ ~he.re­lore may be snid t.o ll<' ohgbtly over $4,000,000, made up pnnclpllly ol tho following itemt: 
Coat\. Oua..td. __ ...... ---- ···· ---- -.. ...... ... ----- • • • • · -- • • • • • • • $2, 2001 000 BuN!aU o( Engrsvlng and Printing .............. ................ ····----- ..... .. 780,000 Publle Ht•ltb &.rvlee ......... ................ ..... .. - ---·· • •• ........... -- --- ···- 676. 000 Oiriaoo of Diabu,_ment. ............ ------ ····------····--· ···· 710.700 nu~ incl"ell~~ of S2 200,000 in dlP Coast. Guflrd is duo J>ri,!lciJ)&lly lo the shorWgC ur funds Appropri!•tocl ,for 11l:l5, 1\t~cl to p~VI~Ie for ~he optration of u(•w equipment wlut·h will be placed tn eoani,OI'.iSlo~ dunn.g 1936. The inr~ose ol $i80,000 undeT tho Bureau ol Engravmg and Printitlrt is du~ 10 nn inf'roase in the numbc.r ?I .-hoots of. n.U cl~ to he drlh•crcd in IQ3ll ovt•r the uumhcr nuthonted for deb very m 1935 of 17,:)5'1,616, ma~~ up ln ~ost patrt of il~te.mal-re,•euu6 stamp. re­quirt'd undtr tht liquO! II'IXID~ l"w~. !'•t me~~~ of $675~000 ur~der 1hc Public llf'alth St>rv•te c·ovrr't' pnnr•/>ally add•t•onfll funds reqlured for the f'C(UiJ)IHCnt ~md OJlCNLtion or l \0 K?-CW ho~pital . n~ St .. plet.on, Long lttlaud, ~- Y., tqlU11nH~n\. for nt·,. .. mfimuu:y bmlda~ al. For&. Stanton, N. ~lex., and for th~ maintetutnce and opN'ItiO~ of d!e Olln'"Ot ic fam1 Bt J.c:<in{;t011, hy., (OJ' 1\ fuV )'~lAT. .\~ Cslunat.e IS ilwlmlcd in t11C Budgc.L f<Jr l936 lO('OV.er t.h~ D l VI,SIOfi or Dwburseoumts, for "''hieh no appropruHIOD Y.:AJJ pM\'ItiNi an t93!f. . Cf'rtain consolidations ha"r hf'fon made in the estnnc\t.es for 1936 \mdtr the Ofn<'n of tl•c Se<:rctnry, Offiro of Commissioner r( Accounts tmd Deposita, Coast Ouard ~n·ice, ttnd public-works bnnt·h of tb~ Procu~ment Ohrision

1 
'Aith a l"ie-.· w reducing the number of Al)pro­prialion ite1ne rarried t.n tho Bud~t and on tho Looks of t-he Trouury, but moro O:SJ>Cei•lly w ~fford ~renter floxibility 'yith ro•ulwotoconomy in expcndttures. In v1ew o( ~~ adv~nlftGes lt. 18 ho~ that ~o oom­mittea will give !a voTable coJWderauon t.o the c<>n.olidated estunates. The Division o( Disbursement has completed its Orgfloization of 1he ciisbursing h111otions in the Dispict. o.r Columbitl. Rogio?al offi~s hn,·o been eet~t.blished in Nc~· 'ork C•t.)'. Boston, and Philadelph1a, and a rtgjonlll office wiU he eotablil\bed m Atlanta in the MOT luture. Similar region•l offieeo will be estoblished in other Federal Rooer\'e c·ltic8 from time to time, and it. is expeot&d tbat the 6ald orgsniution wiU be completod before tho end ol the eurreo~ fiscAl year. . 1'he Ptoeurement Division has completed itA organuaUon and ... now 1naking eplcndid p~ in its oonsolidation of pu_rnhl\8e8, And m 1ho J)llhlic-works bnmeh oxcc.Uont progress is be.ing made in tho c:on­Mruction or buildings under the $65,000,000 emergency appropriation. Tables with ,...poet to the number ol employees in the Oop~n,. rncnt, including Lhe field servieo, And with respect. to civil-torvico rotlre· mcnt.Jt, havo been J>ropa..red for inse-rtion 10 ~he record if dC8ired. Stottn>enta olso are avail~tble lor U.e record obowing ••ving$ ofloe!ed undtr th~ ,·arious economy meuu.TM mtrieting expc,nditUJ'$!t dunng th~ ("urrcnt. year. ActuAJ stwings for 1934 undor those p ro\ris.ions oflttw nmounwd t.o $0,754,.554 . 

B"tATEll.ENT OF RE(:IUPT$ AND Dl8BUitSEMEST8 
).1•·· AnNoLn. At this point, mflv wt" hsve fl. atftte.mont of rncripts and disbu~ment.s bon~ gene.ul SO;ll'(:ee, to go into tbe record? s..,,..,uy ~loaczsTHAU. We "ill he glad t.o furnish that. ~lr. II ELL. Do you want 193G includodT 

) 

) 

T a&U\T&1' D-U'A8TlrOlfT .t.PPBOPIU.A.'DOB Bl LL, U J 8 3 
Mr. ARNOLD. \\'e ought t.o ha\•e tbe statemtuL (or 1934, Wat bting oomplet.o. For 1935 and 1936 ,... would have it on an ootimottd basi!. We •bould bavo thooe 3 y•a111. (The Btat.emen~ requested ia 88 (oUowo:) 

A t6wm6 ol U.e tlnaad.Uj'la.a wbk:b tbe o.ntnl 8~ SUDU:iW'J' ahow111 ror 1836, u compucd whh 113 and IOU, Lt pnMnt.ed below. 
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RECEtPT& f'ROM ALL &OORCU FOR 1934 

Mr. ARNOLD. Mr. Secretary, can you give ua a statement of the Te\'enuN !rom allsoure<~~ lor tho fiscal year 1934T 
Secretary MonGENTHAU. Ye~. 
Mr. Bt:"LL. lneomo ltlxcs amoun~ed to $817,001,000; misccllanoous internal re.veouo, $1,469,593,000; proeeMing taxea on (ann producta, $353,049,000; custom~, $313,434,000; other milcellaneoua rectipta, including Pan•ma Can•l tolls, roocipto !rom salo ol public lands, etc., •bout $161,000,000, mnking n total ol $~,000,000 in ordan~ry ....,.,ipta, including procoaoing tax .. , lor the y•ar 1934, excludmg pi'OCOMing t&xN ihe roc:eipta amotmted to $2,762,000,000. 

ESTIMATED llt:aEIP1'8 FOR 1985 

Mr. Aaso•• .. Can/ou give 111 a statement ol tho estimated 6guffll undor that asme bea lor tho foliC~I year 1935? Mr. BEu,.. lam sorry I do not. have tho. detailed dat~ with me, b~11. the ootimated roeeipta lor 1935, e:<elu•ive el proce&5Ulg taxes, wtU amount to about S3 217,000,000, an inereue O\'tr the u.me itema of recoi1>ta in 1934 ol abOu~ $4551000,000. 
~tfr. Anxot.o. T he increase 18 bow muc.ht 
Mr. BELL. Aboul $455,000,000. 
~1r. AR><OLD. Is the proeeMing l&J<eo included in thatT Mr. BttLt.. No, sir; il has been excluded. 
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4 TU.UUR\' DIIPABTIIONT .l.PPBOPatU'IOJr &ILL, ltU 

PROC£881NG TAX£& 

Mr. TAnR. Tho processing taxes oro running al quilo a oonaider. 
ab!fl•l"lt•r flguro thiS year than IA8t, are they oolt 

St.cretary M ORGt!STHAU. Yes; mueh la_rger, due principally \0 the 
r •• ~ thu the PIOI!f"lllS ....... no~ efTecti-·e during lhe M!iJ'II year 1034. 

~lr. TARKK. How much do ,·ou lijntn' tho P""""""nlt lues ..-m 
amoun~ to in 1935! • 

~rr. D>:LL. Abou~ $569,000,000, as I recall. 
Mr. TABER. Thu is •bout $300,000 000 more than lhia year. 
Mr. DELL. Yot, sir; th•t is ri~bt. or oouroo, lhoro ito quilo. lag 

in t.ht' proc~sing tMxt'tS. 

DHBT--RJ!FQXUfNO 0 PtrtA'1' 10N8 

.Mr. Ansou:>. Jlow httvc you hccn roming A.long with refunding 
opMALioos, ~·t ,., SccroL11.ry? 

Seeretnry .MonoE~1'HA C. Very well, l think. 
~·fr. ARNOLD. Cem you give u.s any information as t.o how far vou 

htt.,·e f.t'OilO iu the refundi11g of dc.rnttuds for new obligat.ions, urider 
,your refunding program! 

~I r. BELl.. l havr "sta~ement. or that which 1 ('&J\ pu~ in the record, 
ir you would like to •uwe it, showing the new iMuN put ou L and new 
fundl! aequirod •inre Janu•rv 1931 up 1o do .... 

Mr. An:<OLD. I think it would be. ,-ery nluable atatono~nt lo hav• 
iu the record. 

(The natemC"nt. rt'ftrrt!d co i~ a.s follows: ) 
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REt>UCTIOS l:f I~TEBE8T RATI: 

Soorot.Ary MonOtSTHAO. n io. thing tb•~ i• particularly in~e..., .... 
ing to me, OOcause we have hl\d a. consta.utly falling rate on the 
deb~. The "''erage rale ia eonotantly lolling. 

Mr. »•••· The average rate at the end oiNo .. mbo.r was 3 pe~nt 
Secretary MoRGE,."TIIAU. Ao against 3.33 -M in Novembo; 

1933 when I came in. The inkreot rate baa conotaotly dropped 
Mr. ARNOLD. What differenced""' that make in the annuid in~reat 

tupendiw .... r 
~1r. BELL. The amount of the annual interc.t ch&rge is incro~ing 

because. Lho . public debt is incrcui.ng, but it i.a not. ine.reasing nesriY 
as much all il. would if it. wc.ro noL for the falling intcrost rato. 

Secretary MoRGINTaau. Sup~ \\'O put it this way: Our inte~tet 
ehargea are • -.ery little bit more today than I year ago, with the 
outstanding indebtedness greatly increAsed, on aecouot ol the !act 
that. " 'e are paying less for our money. In otbtr words, on Novembtr 
30, 1934, I be total annu&l eh~ for interost. waa S808,000,000, on a 
total inle,...t.bearing debt ol $26,761,000,000; whereas 1 year ago 
tho annu•l ch•rge woo 5772,000,000 on a tot•l inleroat.bearing debt 
or $23,10t,OOO,OOO. 

Mr. AnsoLo. The intereet charge is still around $800,000,000. 
Mr. B>a.L. Yea, sir. 
~lr. AusoLo. But. bad it. not hHn for the beuer interest rate you 

have been ~lting, what would tbu.liabilit.y have betn! 
~lr. B1 LL. At tbe rat• ol 3.33 (>ml<'nt on $26,761 ,000,000 ol d•ht.. 

the int~I'C'tlt chAJ"gg would be llbout SS91,000,000. 
M_r, J\uNOI.D. It. would b~ llhOut $75,000,000 more? 
Mr. ll•;•A•·· J\bouL $83,000,000 more. 

8U8SCJUJ>TION8 TO 'I"RI!A&URY 0Ff'f:KJNG8 

(Soo p. II.) 

)tr . . \M~OLD. l-Ias the rountry been absorbing tlu)S.e new issuet! 
SeC"reury MoRGE:-oTnA u. Tins i& one of the lH!St things tbat has 

bappenc;d; On Monday,a week ago, wooffcrcd tl10 public$900,000,000 
ol soeunU08 lor new money, $~50 000,000 or 16-18 year 3)1; pereenl 
Tre .. ury bond• •nd $450,000,000 lor IS-month 1J( percent Tro .. ury 
notes, and we sold aU or them in a day. 1'1u:~ ('Ath allotment. for the 
long·teml i.ssue was 14 _percent. and for the IS-month i$$ue the aUot.-. 
ment. WAI 18 percent. Tbeee allotments were cxelmlive of those toade 
on subotriptions ol $10,000 and 1.,.., which were allotted in lull. Thn 
gives you an indi~ation of what. tbe demAnd ,. .... 

~ir. ARNOLD. That would indicate a rcedin011 on the part of tbo 
pu~lie to lli.Hwrb those new issues. 

Secretory 1-.·tonoENTH.AU. Yoa; it was tho moat suecessru_l iseuo that bud oocn Ooaled in 4 yea,.. 
. .Mr. McLgoo. Does that moan there Wl8 trouble with some other lMuee? 

Soorot&r-.L MoROESTRAV. I ohould say so. 
Mr. Me 100. To what extent? 

9 

Secretary M ollOJI!NTliAU. ln the iuue in St.ptentbe-r, ror n while it 
look6d u thougb it. would not go. Th~ro wu so mueh pessimiatie 
t.Alk in New York that I think they aueeeed~ in frightening them­
~lvea. 

Mr. Meldon. And tho difficulty .... ulled in a delay in tho disposi-tion or tho boodaf 
Secretar:J M oaocMTHAU. They drafted. 
Mr. McLEOD. How long did they <lragf 
Secretary M oaocNTitAU. As a wattnr of fact, tl,e flrag took place 

for a bout 3 or 4 dayanrter the Maine election . Thcro seamed to be a 
kind or shock on that nccount, but. thoy eocmed to rcco,•cr from it 
and from that. timo on things got very much better. ' 

Mr. ARNOLD. Whieh _,. to be tho more euily marketed the 
lof!,g·term aeeurit.le& or the aho-rt-tenn aeeurities? ' 
~ret&ry MoliOilmiAO. Up to this iaue, we have found recently 

&hac. the lihortar-t.enn iMues have been more in demand. 
Mr. ARNoLD. The lhort.-t.erm issues ha\'e ill(:Na&ed very docidedly 

in the past lew yoara. 0""' tbere o<>cm to be U tendency Oil the part 
or t·he CO\tob'y to want.long-tenn securities? 

Secretary Moao~NTIIAU. It tum been that. way in tho lut month 
or 110. 

Mr. ARNOLD. Dave you been refinAncing those sbort-tmn iuues 
into long-IA!nn isaueaT 

Secrotuy MoooRH.,.A O. U my mtmOfY is correct) I think that in 
this calendar year we ht\•e converted our maturities tnto $2,800,000,-
000 long-term issue~. That is be.tl4:!r tban one--half of t11a intr(ULISO in 
tho groaa public doM. 

Mr. ARNOLD. And tho shorl-lenn seeuriLics hovo boon eoi'I"'eJ)ond· 
iogly dOOl'e~, bavo thoy not-., or bsvo they remained ob.Hat nonn11l 
to tako care ol tho additional requiremonUIT 

Secretary MOKOCHTttA\1. They have int:ftued with one exception. 
We havo no more. 1-ytar certificates oulltanding at alt The 1-yea.r 
certificate& have been eliminated. We ha,·e increased lhe &.month 
pa~r, where we have been borrowing $i5,000,000 each week, t,retting 
lbat. money at &rOund 0.20 ~t, which is very cheap money, \Ve 
havo no 1-year ce.rWicotes at tho ptMe.nL time. For inJttlnco, on 
December 15 lhi• y<»r, $992,000,000 or 1-ycnr 2Y.-pcrocnt Tre••ury 
certificates oom6 due1 ttnd we. have betn ftblo to eom·ert. them, giving 
the hold era their eh.OICf! or t-WO kinds of pnpe.r, namely, l" J)f:tefnt. for 
IS months or 4)S_ yeanJ at 2)( pen::ent.. So • ·e ha,·e con,·erted l·ytar 
certificates, which had an interes&. rate of 2" percent, into 18-month 
paper at I J( -~or 4~year paper at 2)( pe,...nt. So you un ... 
that. i.J the tendency. In other words, • ·e are ge.t.ting money much 
cboaper. 

Mr. llv.LL. In t11o ox-change $765,000.000 went into tho 4U..ycnr 
2"·pt~rccnt notes, and only $210,0001000 went loto the 18-month 
1*-pereent soeuritiOll. 

5eoretary !lfoaoBN.,,Av . Thatoho"'• you defiru1ely what hop pen~ 
to the 1-yea.r securit.ia. 
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B;TATUS OP POREJON DEBT 

~lr. AHHOLO. What ~ the tituation with ~ert!nce to the foreign 
indebu.tn-t . 

S.."'t&Jy MoooESTHAU. Shortly alw I came Ulto th• Treuury 
the Stat<> O.,partrnent took over the loreign-debL reopo01ibility, and 
they announced that they woul~ handle il.. s;..,.,., ~ b••• bo_tn in tho 
Tl'f'Mury, aU 'hat. we do is to gwe them techn1e:al utfomtalioo when 
Lhin~ C:ome up ~uiring it. . 

~{r. AR.NOLD. Can you gh·e us any infonuataon u to what. hu beeo 
received? . 

SecreLary M onotNTHAU. J.i'inlftlld hAS pa.ad. 
Mr. D);ILL. Tho indications are that Finhmd will pay Oil Dcctm­

ber 16. 
Secretary MonoENTUA U. I t is entirely out. or m,y hands. 
Mr. AnNOLU. lo connoc.Yon with these J>rojcot.a ,for 1036

1 
nrc you 

Inking into eon.siderotion a.ny_psyme:111.8 on the forc1gn debtr 
SOOrclAry MonoxNTHAU. No. 
Mr. T•o•n. How •bout1935? 
Soo.rct.ary Mono es-THAlf. No. . . . . 
~ir. llt;LL, Nothl.:.g e.tt('J)l r,.,,lll ~'mland, Which II l"fiAtl\'t-ly 8maU. 

hcing loea &.han S300,000. 

1:01\' t:&T"tX: Bl V.L~Ab lN GOVERYMI!N'f IUtC.:l'RITU!IJ 

~lr. l.uoLO"'· Mr. Seerelary. re\·ening to the sale o_r ~urities. are 
lwauk11 invt~~~tin~: moro thlll evu in (io,·emrnent. secunuosT 

Stc:oretary Mo~tot;,TKAl'. 1 raunot say \hat thty •~ invft'ting more 
•han tWtr , bet-a~ my P~perienre rovers only ·~ rnontM, but the 
hanks hA\~o t.aken a ''UJ'" good share o~ those. aeeu.nues. . • 

~tr. loUDLOW, h wu my ohservalton that. they were mvt~Jtmg 
r•retty lu!avily in Government ~oourities. 

&•c·rct&ry Mon.or.~TIIA l'. Yt::!; they are in\'C51ting, 1 would say, 
n•ry_ wtll. 

Mr. Moi4KOO. Do you know what. proportion or the Oovernme.n 
set•url~ios tl1cy ht\v{' tftkcu! 

Socrot.ftry Monm:sTI-IAt'. 1 cuT\not. state t.lu\t now, 
Mr. l.uoLow. H1\\'C you any fig-ur~ sbowin,:r int•t(lMod investments 

by hnuk~ in Oo,,ernment. ~·urit ics? 
Scc•rctAry ~LOHOt:N'TIIAt' . Yes. For tho lir~~t time, in tho last. bank 

cnll, \\' C "8ked tiH~ banks to show how much they held in lonJt-Ccnn 
le(•uritics and how much in short--r.e.rm seeurilics, and thli.t. infonn•­
tion will be available ror I he 6nn time. 

Mr. ARNOLD. You can ruroi:•h a 8tAte.mont or th•t. (or tho record. 
Setretary ~l onoKNTUAL'. Yc.~. 
(Si.AI~ment rderl'\"'d to i11 u r,..IJo-.·a:) 

l 
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8Uil8CHIPTt0NS TO TBEASOB.l' Ol"f't!RINGA 

(Seep 8.) 

)lr. LCDLO\V, Did dlls t'OeeJlt sale. or o-iTerin;t, inriicato tho peak 
in overeubec:riptiooa to Treuury offerings! 

Mr. BELL. No, air. There ba,·e been others that have gone hij;ber 
in amount. Ro-.·ever, this \\~u pretty weD up. It "'U ove:r 6 bilho111. 
At. o-ru~ time \\'0 bad 8 billions, but under somev.•ha.t different rond.i­
tiona, however. 

Air. Luoa.ow. It ia. n~nutrkable d1at at this time you ahould have 
had such a I~ ov..,.ubo!criplioo. 

Mr. TAB£1\, h is. deeirabla tJting to bavc Government. obligation• 
taken u/'' insofar fL8 PQMible, by private individuals, and that tho 
ba.n.ka llOUld lcod thc.ir monoy lor commercial purJ>0808, in10f1•r n.s 
possible. 

Secrotary Mono£NTu•u. I •are• wilL you· but I aJeo happon to 
boJong to tho school tbat thinb the ban.ks

1 
bciug priv~t.cly owned , 

owe a duty t..o their dcpo11ito11J. J do not t!nnk that 1ny~y hero in 
WqhiogLOn can tell tbe.m what to do, ~auso. after all, all of Clu~.ir 
respousability io 10 thoir depooitors. I do not lhb1k that all ILo 
pounding of doalcJ in tho •·orld will oornpcl a bank to make a lo•n 
unle.. tJi6 m&n&P-_01t.Dt want. to do iL 
~U. Looa.ow. Of coun&, they have a uust obligation the,., Uld 

they have t.o take tare of their invMtmtmt&. Th.i:i, ol coune, ia in 
respoose t.o that trutt.. 

Secret&Jy MoltO&Io'TUAU. I would like to ... inclividuala btU' theUl; 
bu&. • •he.n l coa.aider that 12 months ~, when I eamo in, (had to 

fay (l'Om 2){ to 8 per~t (or 12 monthS' to J...yea.r mooey, a.nd -:_b_eo 
coDiider that I h&•ejUit ooocluded the sale ol 18-monfha -unu .. 

at. IJ( perae_nt, y9u wiU. appreciate that d'uring th0t110 12 months \\'t 
have traveled qutte a d.iltance. 
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~1r. TABER. or co.,..,, tho quMIJon of ~h· Advanl.&g<! to the 
country of nn oxtrcme.ly low rnt.o or mtel"'s~ 14 tl. dobat.a~f& subject-. 
Tho Government •nd everybody eloo W,!)uld bo be t tor oR •f there W08 
u sullicient. dom~tnd Cot- gOod conunen:ual loans lo boost. the rat.e or 
interest decidedly. Your tu ,....iptA! would be oo far beyond wbu 
thev are no"· tltlt. the intereet. ,..te would ba a minor item by com~ ' ' J)&n500. • • • 
~t.ary M oRO t!<TRA;~· I do n~t think 11 wtll ov!" be a minor 

ilOJn but u long A.'!l eondauoM remAm M they arc, I tJuok you would 
bo tl~o first. t.o criticiu mo if I ptUd too rnoch for money. 

Mr. TAinm. I would. 
Secr~tary Mono£~"TRAQ. l am proLt.y proud or tho raet tha~ in 

12 month• wo hove boon able to borrow 4)f.yoar rooooy at 2>' porceot 
and IS-month moooy at I" pon:enl. 

~lr. TABti&. That to a <ertain OJ<ttnt is symbolical of tbe deftation 
of bank loa ... 

Secretar.y M onoENmAu. No, sir; I am sorry l do not. agree wit.la 
you. 1 LWnk it. is symbolical or confidence in tJ:ao Oovornmant. .. 

A.Dt:QUACY OP ll~VCNUG COtl.J!.C'I'INO I'OU.C& 

(S.. p. t98) 

~lr. Aa...;oL.D. ~lr. Secretary, are you ge.u.ing tlao marirnum collec· 
tioos o[ re,·enue OAtitb your p~nt force! 

Srcreta.ry MoROEN'TRA.U. No: 1 am not. 
~tr. ARNOLD. Row can that. t3tufttion be metT 
Seert~tnry Mono&NTRAU. As I understand lt., in oo~noctio~ with i ncomo Lnxos, wo havo somo 200,000 rot.urn& (rom tho f1old which wo 

hnvo not been nblo to audit for l11ok of fund!, and 1 am 80kiog lor 
another $3,000,000 so thai all of tbooo returno elUI be &uditod. 

~'lr. ARNOLD. Wha~ additional revenue do you ftguro thai thai 
$3,!)00,000 Mptnditure ,.iiJ bring into the Tm.aury'T 

:secretary ~JOROE!\'TBAU. $75,000,000. 
~1r. ARNOLD. How many additional men v.ill i~ tako Lo aocompu.h 

that.! 
SecretAry MoROENTHAU. You would divide 4,000 into 3,000,000. 
Mr. M cllllYNOI.•>a. Aboul700 odditionnl field men. 
Mr. AuNOLD. These would bo revenue agontA!? 
~lr •. McReYNOLDS. Yes, sir. 
~!r. AnsoLo. And there would be abou• 700 or thorn? 
~tr. :\tcRta:-;OL.DS. Yes,lir. 
~lr. ,\nJ<OLO .. \nd you think thaL the employment of t.hooe 760 

men, with elrrirAl costs ond O\'trhe.ad, amounting: in all to about 
$3,000,000, ~ill bring into tho 'l'l't'a•ury aomething hkc $75,000,000 or 
:HidiLionn1 11\oney thflt. you would uot otherwise gat.T 

Sccrctol'y ~fouOt;NTHAU. Yes. 
~lr • . MaLt;oo. 1'hey would be working on what spocifie eases? 
Secretory M onoEsTnA.u. They would take individual returns (rom 

$'25JOOO up•ard, and eorl)()ration returns from $76,000 upward. 
:llr. :llcl,&oo. Would tboy be baek taxoaor current tax ... ! 
5<-<l'l'tory ~looo£:<THAU. Tbooc ,.·ould be tho laoL "'liUllll. We 

hA \'t" 200,000 rt~tums thnt we are unable to audit boe&u-sn wa. do not 
lm\•e rnougl1 mc.n. It. ~ms n tthftme not. to nudit t.bnm. 

\ 
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~·lr. McLsoo. 'rhere tu-e a gro~t. many back·ta:c: cases in the Treu. 

u.ry l)~llftrtm~nt. at the r•r~SC!nt. tin1~1 ~ro. tb(lre not., and is lJ:u~.ro no\ a 
• cnmJ)Iugn on m the Deportment at tnl$ tunc tor the collection or back tax .. ? 

Sccntary MOKOEN'TIIAU. YN; we ~ going after it, and .Mr. 
Belvering•s Bureau ~making •aluable progt'8f. 

Mr. AaNOLD. You are uking $3,000.000 more for the employment of 760 additional moo. 
Scc.ret.ilry ~iORO~NTIJA. U. Y 8. 
Mr. ARNOLD. lo tbot ineludod in tbio bill! 
SocrctAry Monat:N1'11AU. No; because 1 only ~t.skod for it this wook. 

Jt lntliJt. bo put iu. 1 Wl\1 slow in &Sk:inj.! ror it. This hu been .. 
cent.l.y brought. to m.y attention, so that tbf. $3,000,000 addilion.U 1 
am uking is not included in the bill. l havt uktd the Budget for it. 

~tr. ARNOLD. h. •ill he oonred in a supplemental stimatet 
Secretary .\JoaOKNTHAU. Yes. ~1ay 1 aay on that subject, that. 1 

am rathe_r pleased at. tho tfrflul~o of the on~ uneanployment. project. we 
have. \Vo as.ked for ll_n ulloc"tion of S2,~00 11 week for 100 unom· 
J,1o .. tod white-<:oltar worke~'8. Thay have bern working for 4 weeks 
Ui Now York, on miscclhmcous tB •• ~ casas. At fl cost. of $9,60() lor tho 
fll'8t f weeks, up to December S, they collect.ed $39,000, and rooom· 
mended l.l!i8CSStnent8 amounting to $141.000, making a total oJ 
$180,000. 

Mr. ;\&SOLD. That is a good sho .. -ing. 
Secret~ ~IORGBNTHAU. It is a wonderful ahoring, and -.·e want to extend at to other citita. All or thosa men came from reUel rolls. 

PICAK OP P UBLIC OCR'J' 

Mr. AnNOLD. In viow ol tho present conditionsJ can you ~vo us 
onv ideo .. to when tho peak of our pubijo debt may be ru<:be<lt 

Sec.~tary .MoaoE:NTKAU. No; I do nor. kno-.~. I cannoL ao.aw-er 
that, 

IALE OP &ECVRlTIU 

Mr. McLt:OJ). Wh!U WAI the yeft.l' you b"d trouble in tho aalc or 
soo.uritioa? 

Socrctftry Monot:NTIIMI. This IRst. Soptcrnber, immediately etter 
the M 8ine election, WAI what. 1 had w mind. 'I' hat. took pl&co 
imm~iA.tely aJtu the Maine electioo. 

Mr. McLEOD. What.., .... the amou.nt. o( that. iaue., approximately! 
Mr. B<Lt.. A total of $1,334,000,000, all of which wu refunding. 
Mr. ~·feLEoo. \Vas that long·term or ahon.-te.nn aecuriticw! 
Mr. MoRGANTHAU. Both. 
Mr. B•LL. On September 15 we bad a maturity of 8-montb I )f. per­

cont. 'l'roMury eert ific:Al('ll ft.mott.ntlng to approximately $626,000,000. 
Wo offered in oxebango for thcsc maturing certifient4!s a l )4-ope.rce.nt, 
Treuury note matunng September t5, 1036. Practically all or tho 
mat.uriog eecurities were exchanged. • 1\lr. T ABER. There wu oew money in &halo September 16 offennc, 
I think. 

Mr. BELL. No, sir. 
Mr. McLroo. Wu tholtho whole of iLt 
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Mr. BELl. Tha~ wao lho whole of lho maturity. We had at u,., 
....,.. time an offering of 2-year 2)1-pernent Tl"euury notee and ao 
additional ieoue of IG-12-year 3Y,-percent ~ b011d.t dated A riJ 
IG, IOU, io 6ttbange for Fourth 4)l-pernent Liboity bond.t, matJ'.,g 
Oetober 16 IOU. 

Mr. MJ'J&oo. What did you do with them? 
l'>ir. B&LI. Tho amouot of the Fourth 4 Y,-percent Liberty bonds 

maturing on call on Oetobor 15, 1934, was over $1,000,000 000 
We receaved in reeponse to the exchange ofToringa juat. meoti~ned 
1688,000,000 of tho 2}1-percent 4-yearTroaaury notoe and $234,000 000 
of tho IG-12-year 3Y.-poreent Treasury bonds. The fant that a lal')(e 
part ol the oxab~oa went. into the shol"ter-term eocuritiee ia an indi· 
cation of tlao conditions existing at tha~ time to whiob tbe Soorotary 
called your attention. 

Mr. MoLcoo. Since then, thoro hM boon no troublo? 
Socratary Monor.N"1'11AU. This almost unbc.Ho\fnblo chango bns 

tnkon ~lace oinoo September 15. There bas boon • oomploto ebange 
or sentiment.. 

CONSOLIDATED E8TIMATZ8 

Mr. LuDLOW. Mr. SodrotaryJ in your opeoing aLitement you •PDko 
about ,tho oo~oolidauon of eoumateo hero, wbaeh really ropni!IODIII a 
gr:eat. annovauon m the way estunatM are pN~M:nted, u co1npared 
Mth former )'OIJ'I. I gather from r.our stetemont llllt tho principal 
.......,. for that wu greaw 8enbility of allotmonta. l wonder if 
you could furnish more extensive in.!onnation .u to the reason for 
d)OH various coD110lidation:s. 

Mr. Mc.R•n<oLos. I wonder if you would not be willing to diocuss 
thot otter tho Sodre~ bas oonc:Juded, boeouoo wo will go into thu 
in full detail loter. (LIS oometbiog that the S..retary penoonally bu 
not bad • full opPDrtunity to go into. 

Mr. LUDLOw. The Secretary mentiotL' it. in his openi.ng 1tate.ment, 
but il we can obtain the information later, it. will bo a.grec.ablo to me. 

INTEREST CDAR0H8 AND ftATll) 

Mr. McLr.oo. The ehilirman asked a fow rninutC!II nt;o how the 
intc.111t. c.hargos on the public debt eompnrcd with those 10 the JHlst 
yonn1: Do you l•n \'C the present intclrest chtlrgee? 

Mr. DKt.L. Do vou want the rnto or tl10 Amount. 
Mr. M oLBOD. lloth the rate and amount. 
Mr. BKa..L. On June 30, 1919, the annunl inte.rost. charge was 

$1,064,09Q,OOO, and I be avemg&annual interest rate wu 4.18 percent. 
h reJnamed aoouc.. that until 1922, when the int.ueat. thargo had 
dro1>p<d to $QG3IOOO,OOO, and the •••rage annual intoroat rote wao 
4.24 tlen'ltnt. T Jeo, in 1924, the interest. eharge wu $877,000,000, 
and tbe avf'raftt annual rate was 4.18 ~nl. ln 1029, the intereet 
eha'l(e wu ~7 ,000,000 and theav~eannual int.treet rate "'&8 3.9S 
perot~t. The total annual ioterostebargereacbed a low point in 1931 , 
w~eo n. amounted to $589,000,0001 the ave.rage annual interest rate! 
~~n~ 67 pe~nc... lo 19J.:!, tne interest charge int.~ued to 
$742,000,000 wnb ·~ 1.\'ernge mteres·t rotc o( 3.36 pertcnt. On Jun• 
~0, I 034, tbe annualmtt.rest thtuge wu $842,000,000. and the avuuge 
mt('l'f'tt nue was 3.18 percent. 

) 
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Mr. MoLcoo. And the iote,...t~arge figure for this y ... r io 
SSOO,OOO,OOO. 

Mr. BELL. Tbot ia tbo estimate for interest poymeoto tor tbio 
year. The ••enat~ inttm-c. rate at tbis time is 3 .. 02 per-tent. 

Mr. ARNOLD. Mr. Sodrotarr.1 we th10k you. You probobly will not 
want. to atay boro but we Will be glad to have you, if you wish to 
romam. 

!)ocrotary Moaoo.l<Tu.w. I would lilto to leave it thia way: II aom~ 
~htng eomoo up wlulo .Your bearing,; are io progrooo, ond you would 
like to b ... o mo hero, tUOL phone me and I will come right up 

Mr. ARNOLD. That .. very kind or you. . 
Mr. T A.81!R, May 1 Mk ono moro que!J~ioo? 
Secretary MoROil.NTHAU. Surely. 

;, DJ!QUACY Olr' 1~36 BUDGET P.$TIMA'tE8 

~1'r. TAorm. I pro~umo you are not familia.r with the it.o.ma in t.ho 
Budget thot h•o boon oubmittod here! 

Sodrolary MoROKNTIIAU. Only with tho totals. 
Mr. T•n•n. You would prob~tbly not know, yourOilll from your 

ov••n e....:a!IDoation of tbo aituatioo, whether or not those (t.e,ms would 
be suffie1tmt. t.o c.arry tho Dapertment. alo.DJ? 

Secretary MORGCKTllAU. \Vtll, lam in JUit the same position that. 
1 wu a year ~· If you remember, I ea.me up he.re and made a 
statement, in wbie.b I aa.id: .,The 6gt11'e6 that I am aubmitthlg will 
be suffident. with one exception. 1 Will haTe ro eomo back at a later 
date and aok you for money for tbe alcohol tu unit." And I eamo 
back a month or two loter and asked for additional fundo to run that 
organiution. But that aituation does not exist today, whb tho 
e:teeption or tho additional $3,000,000 whjcb I am a.sk:ing Cor tho tax 
work--

Mr. T .uum. ThM ia in here, ls it. not.; or is that in the defidenr.y? 
Senctary MORO£N'I'IIAU. No; that is noL here. 'Vith that. e:<cep­

tion, whRL "'~'~ arc asking Cor 11 sufficient, so Car u ir. ia humanJ.r 
possible to estimate, to run the Tre~Utury for I 036. 

Mr. TADtHt. 1'bftt $3,000,000 docs no~ relate to 1036 Rn,vwny, 
dotS it? 

Sccre~nry MonOt1NTHAU. Ye&; it docs. 
Mr. T•••m. All 1030? 
Stcretnry .MonOE~'TIIA u. Yes. 
~<ft. TAD£Jl, Dut h. is not. in here? 
Secret.a.ry MORO&NTRAU. No . . \Vith that exeeption, these rl#Ul'OI 

u o the outoido, top fJgUJ'<'JI. We will not be boc:k asking for any 
more money. 

Mr. ARNOLD. All right, Mr. Sodrett.r:v. We !hank you very 
lrin.!!),r, and wo .... mighty glad you came aown. 

(lbe aLOtemento oubmitled by Sodroto.ry ~{orgenthou are ao 
followw:) 
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The lnt,...ln the B:ra.neh otSum:>.l.r Proou.ret~~ea\ l)(vWoo. C. du. &.o lbe coo. 
eoUdaUoo of pu~bulns ac-UY'ItleelD u;:, orp.nlu.Uoa. Tbt Branob ot &p.p~1 1o ~u&IIT tol&rpnc U• d<litliu QIW1tity puz<~ wllb ""'- btn.a .. to 
the Ooverame:n t lo obL&iai.oc \be lo..-eR IDU'kel pncee. 

1'be 1~ on the em~y ron. are due co lbe .edriU.. powtnc out ol tbt 
OJ>OI"Iiooo of lbo f!m_..y llaAitiDc. Gold R_.,e and 81JYW .......... Atto, eo..-. Ouud ~a oo emer~lc (Uad., aod publfo bu.lklla.p CONttuct&o. 
u.o4« t.bt M$.000,000 appropriation <W tbe ernerpac:y 0001\tuet.loa ol pt1blit 
bulldlnp. 
,w-.~.-Thedeereueoti~036em..f,1:~ lD UMCou\ Oo.ard wu~ 

...,._1' tn order to keep wilbto \be UmU. ol av le appropriaUoa.for t~ year. 
Tbo t~ot &,411 employee.h,.tbe 1D1.et'Oal Revw.ue.ervJ.e.le~n\edfor 

by the \.ranafer or all of t.be penonnel fonuerly in the lrxlutt.ria1 Alcohol Buruu 
(now t~ Alcohol Tat Uoh). t.ogttber with t ,bo t.ranaler from tbt DepartrQent o1 
Jue\loe ot pe:r10nnel er~pged in the Prohibition Uu.ruu ot that DeP&rtment and 
the addl\lonal pertOr•ncl required in handlin8 proee~~Jns and mliOtllaneoua tax 
work or the llureau. 

In Lhe Mint Oureau, tho lucreue ot 741 employ0011 it duo to the~ emeraency 
work growlns out of operation• under tho Gold J~eervo and Sliver Purehaae 
Ma . ~ I Tho lnereNC or 62.t employcea In tho Pub he. HeaHh ourvJoo .t duo t.o 'be t.em­po,..,{ etner~tney rural he-.1\h work under an allot.men~ of Federal Emtrae.noy 
1te11t AdmlnllltraUon funds, 

) 
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•• U.,UU£8, OFPICE OP TH.¥ SECRETAk'r OP TilE TltiAIURY 

COHIOW:OA.TIO.!f OP A.PPaoPaiA'ftO)C& 

.Mr. i\A"(OLD. Gentlemen, we will take up t.hia lint item, "5&1~ 
s..:r.urr of the 'l'roasury", and oo forth. That ;. a oonoolida~ 
iiA'm. \Vtll you ~ uo wbaL i~ns tbat have heretofore been e&rriod 
M-l)&rttf.ly a_re induded in this item, gh·ing tht- appmpriatit~m for 
1936 and tho .. limatoo for 1936? 
~h. ~foRsr.soLDS. These amounts as given in the cltrk'a nol.e un 

pogo 7, of tbo bill lll'o tbe 1935 iums. 
Sal•ri~. Secret<~ry's Office: The 1935 •ppropriation wu $250,000. 

Tho oolimato for 1930 for tho samo item is $266,888. 
~<lr . TAOitR. Is that. fLn increasG in POJ'80IWCIT 
Mr. M o R llYNOLos. That is to bring the snlarics up W. 100 peret>nt 

inotoad or 00 perecn~. 
OOieo of tho Solicitor: The approprinliou for 1035 wu $27,900; 

tho tllltim•te for 1036 is $31,000; also solely t(l b ring tho ••Iori .. up 
to a IOO·pcroont bRSis. 

Chief Clerk and Suporintenden~: Appropriotion for I 036, $469,000; 
ootimato for 1936, $620,000. Tbot meludoo not only th• bringing 
up or the 81lari1'8 to JOO percent, but. also tlu~ Nnployrncnt. ol eome 
additional guards and mechanics becau:sc or the change in the building 
situation. 

Oi\•ision or Sl•p_ply: Appropriation (or 1935, $166,600; Mtimat6 for 
1036, SI71Jl!l0. Theinereueisentirely to bring tb .. alari .. up to 100 
l"'""'nt. Tht"' is a little decrease because of one pooition, but tho 
mrrtue it due entirely to the difference bel."'etn I 00 peR!enc. anct 90 
J)t'rt'tnt. 

Oh•is.ion or Appointments: Appropriation lor 1936, $39,-492; nti· 
mate for 193G, $43,880. Tbot in.,...., is ollributoblo •nlirely to th• 
100 percent salary ts against 90 percent. 

Dl\·ision or lteseareh and Statistics"'"~ h•cluded with Commissioner 
ol Aecoun-. and Dnpos.its bu!ore. A plll't of t.bo oOice wu lAken out., 
rop.,..cnting $36,480 from tbe 1935 Ol>propriation . 

Mr. AttNOo.n. And wh•t do you co rry for 1936? 
Mo·. ~fcRovsot.os. $30(480. 
That mnkt,. the r.otal o tho.. oousolidolcd ofllcos $060,472. 
Ml'. ' I'Aot:rt. 'flwro is no increase on account. ol tho 100 percent! 
Mr. Molt v.vNOLDS. Yes; the tOO percent. applies to thAt. itern also. 

The 1935 lil(loro should be :536,480 minus 10 I>Crecut. Thu would 
mnko th<• 1036 fogure $965,024, and the 1936 figure $ 1,061,200. The 
$1,001,200 it the tot•l of those items~~·~ I have (l'iven you let!& $8,048 
to take f ftrC or certain lapses. \\"'e jus L CU\ it 00' arbitrarily. 

Mr. Ll' Dt.OW. ll1d ir. not. been lor tht lapsN, it would hA\•e betn 
$8 0-lb JUOrf'! 

~fr. M r llJ!YNOLD.I. Y tii, sir; i&. -.·ould be $1,069,2•8. 

ADOITJOX,&L GVA..,. 

:\lr. Le DLOw. ln all these items ~cept one, you uy,~ the in~ 
i~ Mtlribut«ble to the increa.se in salaries to tOO percem.:r 

:\tr. ~· cRt.\.SOLoe. Yes, sir; that. is true. 
~ft. I~UDLO"'. Which one is the excertion? 
Mr. McR•YNOLoa. lt is in the Chie Clerk'• office. 

• I 

TREASURY DBPARTliBNT APPROPRIATION BILL, 1936 

1D4BDf08 OOWDVOT&I) BY TD 80JICO.M:JUTTU OP T H& OOJII. 
KITTO o• .APP'aOP&UTI0118. H0t78& 011' B&PlL&S.&JfT .lTIVU Dr 
OH.A.BO& 01" TD TBS.UVBY D&PARTIIINT A.PP.aOPB.U,Tio• 
BILL :roa TID: nao.u. TSU 1936, ON Tln DA T8 :rOLLOWDfO NA.M:&LT: ' 

f.""RlDAY, D&eKW8t:IIC 14, 1034. 

OFF!OE OF •rm~ SEJCRETARY OF TTIE TllEASUJlY 

STAT.BIIEIITS Or BOif. BURY llORGBifTHAU, lR., .SIOliBTAJIY 
Or TB.B TIIASUIIY ; D. W. BILL, COIIJIISSIOifEll Or ACCOUIITS 
AND DEPOSITS: WILLIAII B. lle.REYli'OLDS, AlllllWISTRATIVI 
ASSISTANT : 8. I , l.t.COBS, ASSISTANT COIIJUSSIOifll, POBUC 
DEBT SIIVIOI 

~lr. AKMOL.D. We have with us Llais morning, ~lr., Mo~nthau, tht 
Sec~tary of tbo -r-.ury, and •·e will be glad to hou bo:n. Do you 
care to make • pnt>raJ ltAtemeril, Mr. ~retary? 

OCNER.u. 8TATEME.~T 

Secretary Moao&KTnAu. Yes; l would like to ma"e s briClf gC"ncraJ 
St.l.tnne.ot. and, following thlt, f will be glad LO fln.s••et Any qua.dont 
you desire to uk. 

:Mr. Cbairm!lll and gentlemen of tho conun.i!.toe, 1 undf'ntand tLar. 
following your mual proeodurc you nre calling tJeforc you the lu!a.dl 
Of tbc VAhOU8 'J"roqury aclivit.ies, who wiU gh•o to lOU such det.aaiJad 
explaoatione or t.ho osdmttt.cs as may be d(.osircd. slwll not., tl1a.r~ 
rore, go beyond placing in tho record n bricJ stntruucnr. t.oud1ing on 
tbo Treasury budgo~ for 1036. Any udditionul iuformnt ion tho 
coanrn.ittoo may dceu·e/ l•owover1 will be glndly furnished. 

The grand toW o appropnation.s for u,. Treasury for I 036 ;. 
$ 1,835,746,022 M agaitlllt osllmateo for J93G of $1(j606,742,004, indi. 
eating a reduction o( $229,003,958 due almosr. who y t.o tl1c onU.ion 
of emergency appropriations in tbe TrcllSUlj' 1936 budge-t. Ellmina&.o 
i.ng from the compariaon made sue.b items ns the sinking fund, intefflli 
on the publie dob&-, inttmal revenue, custom.s, and oth~r mil«tl•.noou• 
re'fu.nds, indet'inilel, and pubfie..buil~ construction, the appropria.­
lions for oporalill(l' ~-- of the Trel.sury Departmeot dunng I t3S 
aggregate tt06,122,33-t, u compared with esti.Jnltt!S for li:SO ol 
$121,143,934, an iiiCJ'6atMI of $16,021,600; $IOt138,19.> of the;...,.,.... 
mentioned ;, duo to the f~Kt thu appropriauoos for 1936 are on a 
9().pucenl. ul.uy buia~ whereas the esttmata rttr 1936 ba,·e been 

I 
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2 TRIWIURY OIU'.lRT"""T A.PPROPRUTlOir BILL, UU 

0\lllmitu.! on a 100-puoenL oalary baoia. Tho ""Luo.l inCl'O..., Lh•ro­
fore may bo ~id, to b. &lightly o<er $4,000,000, modo up principally 
of tb~ followmg aten\J: 
c-t Guam ............................................... 12.200,000 
Uui"'IIW ot ~"tn1 and PriDUas ....... - - - - - -- --- - .. • • ....... • · ·... 780. 000 
PwbHe UC!Illtll Servlee............... . . . ... ........ .................. 176,. 000 
Olvltllon ot Ot.bui"MCDttll.. ................................. ..... 710, 700 

Tllr inert·•~ o f S2 200,000 in the C'oMt Guard iB dua prindpa11y to 
chf •horto~e of l und• a ppropriated for 19a5, and LO provide lor the 
otw,..tion of rt('W f'(Jttipmrnt which will be plued in oommi88ion during 
1\}~j(~. Tht" inc.·r~ll3B or !5780,000 UJtdt•r LIJe Uurcau or .. ~ngraving sud 
Printinr~ is due to tm iau•rense in tho number of sheet~~ or till dMscs to 
h{'! d('li\~"recl in tu:m o"er the number nuthori?.ed ror doUvJry in l035 
of 17,:i6:.!,0Ul, mndc UJJ iJ, rl'IO~t purt. o( iuu'1rnRI·rcvonuo stamps ro­
quirNI uudcr th~ lift\IC)f t nxi_ng lllWS. The illf'r(\ll!i'C or $67& 000 und~r 
tllr Puhlic• Jll'nhh &11'\' 'il'(.l •·over'S prlm·ipnlly nrlditlon11l ruuda rc<\uirod 
ror tll(l NtUi)'nl\('111. IHHI OJ)et'ft(jon of •h~ IICW hospitftl ft\.. Stl'l.p cton, 
I .on~ lttll\ud, :\ . Y., equipment. ror new infimHu-y lnlildiu~ At. J;'ort. 
:.:.u ruc:m, N. ~~~x., rmd Cor the maintt.n&nrc and Opt.ration Clf the 
nflttOtit' lnnn s t. l.e.:<ington, K v., for f\ full 1car. .\n eetimate is 
inC'IudOO in th~ Budget. for 1936 tOeo,·ertbel)iv•liion of Diabu1"8tmeul8, 
for "hieh no •t>propriation Wti pro,-i<!ed in 103.;. 

('f'rtain ("()1\hoOii•JaliOM lta\'f been madf': in the Nt.imatet (or 1936 
unclrr th~ Offi<"t of tlte Sctretary, Offif'f' or Comml-one.r of Ac:<'Ouo~ 
and Otpol.itt., Coi.!L Guard Sef';fe, end public-worka branr h of the 
Proruremen\. l)h •Won, ••ith a ,;e.,. to redudng the number of appro­
priation itemJ carried in tho BudgeL a nd on the books or the Trusury, 
but mo~ especiallY to afford ~ater Oexi.bilit)' witb rami lent acooomy 
in i\'q)tndituree. 'ln view of n s advantages u. is hoped t.hal. the com· 
miu ee will gi\'C favorable coosideration to t.he conto1idated ee&.irnates. 

The Di,·iJion of DisbUI"8ement. has completed it$ org&n_itAtion of the 
dit~bul"$,ing functions in the Disniet or Columbia.. -Regiona.l offices 
hft\•o been 08tablished in Now York Cit)', Booton, and l'hiladolphia, 
'' "d " rt'gionl\l office will be established m Atlahta in tho near futuro. 
Rimil.-r rcgion11l offices will be established in other Federal lte&erve 
ci1ios from timo to timeJ and it is e~pocted thfLC. tho fiald org"niution 
will he com]Jlotcd holoro tho end ol tho curroM flsoal yo•r. 

Tho Procuromcnt Division has completed it.e orgftluution and is 
now rnak1n.g aplcndid progress in its oonsolidstion of purchuost. llDd in 
the JHihlic·worb bnmeb excellent progresa is bclng made in Ute con· 
otrurcion of buildingo under the $65,000,000 emo~noy oppropriation. 

Tablett with respect to the numoe:r of employ601 in tbe Departr 
ment., ineludi.n.s: the field service, e.nd withrMp&et. to civil...eervico retir6· 
mentll., ha,·e l~n prepared for insertion tn the record if desirad. 
S tattrnt ntl alao aro a'·•iloble lor the record showing aa:vingl elfoeLed 
undt r the '' lrious eoonomy measures restricting expenditures during 
thft ('tuTfnl yur. Actual saving$ for 1934 under thOle provision~ 
of law amounted to $9,764,554. 

I T AT&MCNT OF B.ECEJPT8 A.."fD DI8BOU&M &HT8 

Mr: A1tSOLO. A\. this point, may ·we have a at.at.emeo\. of receipla 

and d&Aburwem~nu (rom general sou"*', to go into Lhe rt!OOrdf 
So<rttary ~lo•ot><THAU. 1\e will bo glad LO fumiAh that. 
~lr. f\t!Ll.. Do you want 1936 includedt 

) 

Ta&.UitlllY O&I' ... TMAIIT .u>PBOP&Lt.nON BILL, IU6 3 

~tr1. ARso1.~o. \Ve oug)1t to ba,·e lhe st.at.ementfor 1934. thet. Ming 
00b ~P ec.e.,u ..- or lt36 and IV36 •·e .. ·ould have it on ~~ eetimatf'Cl 
Ull. »elhould h ave th- 3 ,...,.., 

(The ILILemooL requi!OLed is 01 foUo..,.:) 

A r61um' ol Lh• IIAMC':~La.a hkh tL.- ,. ___ , 8 
103& &I rom-.- w(Ua 1 __ _. •

1
_,. • ""'vaJcnu qct. SuBU'UUy .bowa tw 

' , _ _. .. "" .._, • Pre.tftted beloW. 

1'-..... olc~oD~~n~ 

'"' .... ·-.... • •• . ... 
••• ... ,., .. .... ... ... • 

..... 
Ill .. . .., .... . .. 

... - . .. .. "" ... - t!l: 
_ .. ·- .... ·- ... • •• ·- .... , .... ·-- ·-... ... -·- ·- ·-

RECIUPT& fROM A.LL 80tfltCE8 FOR 1'*' 

Mr. ARSOLD. Mr. Secretary, can you give us a statement. of the 
revenues !rom all aoureea for tho fiscal year 1934? 

86eret.ary MOROCHTIIAU. Yes. 
. Mr. BELL. Income tucs amount.ed to $817,961,000i mi10ellanooua 
1n tomal revenue, Sl,400,693,000; processing taxes on ra rm J)rodttctl 
~353,0.49,000; cuatoma, S313,434JOOO; ot-her miseelhmoous roecipta; 
meJuding Paruuna Can~& I tplls, receipts (rom Slllc. of public lnndel ate., 
100\IL SI,61\0QC!,OOO, mokmg n tA>Lal of $3,115,000,000 in ordlniU'y 
recrup~, me udmg P~og taxos, for the fiseal year 1934, excluding 
proce81lng tuoa U1e teeeJpte aJnountOO to $2,762,000,000. 

C8nJIU.TED RECEIP'I'$ FOR lfSi 

~1r. Aasoa..o. Can you give us a s tatement of the e.timated figul'8 
under th•• 11me hood !or the n.c.J you 1935? 

Mr. ~ELL. I am IJO"Y I do noL have~· detailed daLI,.ith me, buL 
the ..,limited ,_,pLI for 1935, exclUOive ol p,......;ng tax.., will 
a.mo_unt ~o about. $31217,000,000, an increase over the same itelllli of 
receJptl en 1934 olaoouL $455

1
000,000. 

Mr. AKNOLD. Tho inucue 11 bow mueb! 
Mr. BELt.. AhouL $466,000,000. 
Mr. Ax:<OLD. b tbo p..,._mg Ll.tOII included in that? 
Mr. BELL. No, eir; iL IMs been excluded. 
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4 1'R.I.ASORY O&PABTJrd..NT APPROPBIATIOW a•n.L, Jltt 

PROCE88lNG TA..XU 

Mr. T ••t:M. The processing taxes are running al quit.e a consider. 
abl,r lai'Jl"r figt1ro thiS year than last, are lh•1 noU 

S...n'tary M OROF.S?HAII. Yes; murb larger. due principall7 t.o tbe 
(acl. that the programs were not e.f'f'eetive during Lhe Mt.ire yur 1934 

M r T • •rtt. How mueh d.o you figure the prooN!IIIdng taxe& v.·iJi 
fllllOUIIt IO Ill 1935! 

Mr. llt;LL. Abou• 5569,000,000, as I recall. 
Mr. TAHKK, Th&t. is about $300,000000 moro 1.ha.n t.h~ yur. 
~fr. tlEt.&.. Yes, sir; thai. is ri~Ja. Of oounc, tJuu-e. is quit.e a lag 

in th4' l•mrl'88in~t tuxes. 

I>EB'r-lt~PUNDJNO 0PEICA1'10N8 

Mr. AttNOI.D. How hnve you b('Cn coming along with refunding 
OJWrntiontt, ~fr. Sccrotftry? 
~crflt"-fY Monov.:.nuc. Very well, 1 thi.u.k. 
~fr. AnNOJ.o. C&~ 1 you give us MY inlornu,tion M to how,,., vou 

hft\'C ~nc in tho rr£undiJ1g of Oenumd& for new ob1ig~ttion11, urider 
your r~rundin}( progran1? 

Mr. Bt:La... l hfwt- a su:.ernent of that. which I can puL in thn record, 
ir you would like to have it, !bowing the new iuuae put. out. and nP•· 
(uod.J a~quir~d Iince J&ouery 1931 up t.o date. 

Mr. Aa~OLD. 1 think it wouJd be a ,.ery valuablca&.atemenL to ha\'f' 
in t.._f' rt<"'ni. 

(The stat.emtn&. rt"ftrl'('(l to is as folJo•"S:) 
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8 ft.I.A.IV'RY DUBTValfT .APP80PBIATIOJI' Bn.t.._ ltJI 

REDUCnON IS IN"T&REST RAT£ 

$cC'ret~ry ~fOROENTIIAU. l t. i8 fl thing that. it f)ltrt.io ulft.t)y int.('rf31,. 
iJ1g to utc, because we btn>O had a constantly falling rato on the 
debt. Tho fWOrf!J(o rate is conatantly falling._ 

Mr. BELl... rrhe average rate: at. th~ end or No,Tembe.r ~as 3 Ptretnt. 
Secretan• Moao.::."THAU. IU ap.tnst 3.33 percent tn No,·ernbtr 

1933 "h•n·l como in. Tho inu.,...t rate h.., eon1tantly dropped. 
~lr. ARNOLD. Wba\.diJJtl'tnoe d~ that make in the annuli inter~n 

expenditures! 
Mr. B &l.L, Tho amount of the annul\l inW:rcet ch~trge is increM.ing 

because the J)ublie debt.. is increasing, but it. i8 not increasing nearlY 
1\8 much fUI it. would if it were not. for the lalliJlg interest rate. 

Secretary MoROEN'TrtAU. Suppoeo we put it. tMs way: Our iote~t 
f:harges are a very little bit more today th&n I year ago, with the 
outstanding indebtedness greatly inere&Md, on account. of the fact. 
that. "'e aft paying less for our money. In other "·ord.s, on No,•embtr 
30, 1934 , th~ totAl annual cha.rge tor in~N'$1. WIUt $808,000,000, on a 
total lnterost.-baftl'ing debt. or $26,761,000,000 ; "'hCreAS 1 year 11g0 
t.Jte ann.uf\1 c.h11rge wns $772,000,000 on 11 t.otttl int.ercst-belll'ing deh' 
or S23, 11!1,000,000. 

~lr. Ansoto. The iutcl't8t t•hftrge is still Around $800,000,000. 
~Lr. B~a..L. Yes, sir. 
~lr. A.."tsot.o. But bad it not been for the better inttrest rate you 

ha,·e bef,, gettlng, what. 'tfOuld lhat liability luwe been? 
~{r. lJLI.L •• \t I be ... te or 3.33 .,. .... Dt Oil $20,761,000,00() Ol d•bt. 

the inttr<'tlt r hfl.Jl!'O would be ftbOut 5.~91,000,000. 
)tr .. \ltNOI.D. 1t. would be ~houL $75,000,000 more? 
~lr. Ut:o.o •. Al>011t $83,000,0(10 moro. 

6UBS.CRIPTIOS, TO TREASURY Ol'l'.iiUS08 

(&e p. II.) 

~tr .• \nNOLD. Has th~ rountl)' been absorbing those ne•• ~uft• 
Sern•lary ~IOIIGE~TitAU. TI1is is one of thr hcst tbinp tluu. hat 

ba.ppl•nr;t1: Ou ~ 1ondey, n wc~k 11go, we offered t l1c Jmblic $9-00,000,000 
of SC('Ur111<'6 for uew money, $460 000,000 of lfj- 18 year 3" percen~ 
TreAsury bond$ sud S4.50,0()0,()()0 lor IS·month tK percent TreMury 
notes, t&nd we E~old nU or Lhern in a day. 1"bc. rash ft11otment for the 
long·tem1 iMue v.•u 14 ~rrent and ror the IS-month issue the allot. 
ment •·&s l8 percent. These allotments -.·ere t."<clush·e or those mado 
on subs<riptions ol SIO,OOO and 1-, wbieh ,. •• ,.. allotted in full. Tha~ 
gives you an indication of wbat. the demand wu. 

~tr. ARNOt.o. That. would indieaw a reodincee on tho pllt'L or the 
public W .absorb Lhose new issues. 

Soorctuy MoRGENTHAu. Yos; it WI\S tho most. successful iS~Juo 
tho~ lu~tl OOcn flo~tt.ed in 4 ycnnJ. 
. ~lr. ~lcl ... ~:mo. Does that meAn there was trouble with some odu:~r 
ISSUOS? 

Socrelarv ~lottGE:STHAU. I ahould say 80. 
~!r. Md.EOD. To ,..hu oxtontT 

) 

9 

Secretary MOROEN'TIIA D. In the i88ue in Septembcrf ror" while it 
looked llS thougl1 it. would not go. Thol'(l wu so much J>ef!Simistia 
talk in New York thnt I tbink thoy •uccecdcd in frightcoing th•m­
.. lv ... 

Mr. McLEOD. And the diffieulty rNuhtd in a delav in tho dilposi. 
lion of tho bondaT • 

Setre.tary Moaoc.KTiu.v. They d.ra.utMI . 
Mr. McLEOD. How long did they d~T 
Secretary M oROBNTIU.u. As a tnau~r or fact, tlle drft.~ took plflce 

ror about. 3 or 4 da.yR llfl.(l.r the ~irtino election. Thc.re seemed to bon 
kind of shoek on tlmt. account, but. tboy t~eemed to recovor from it·, 
and rrom tha.t. limo on things got. very mueh better. 

Mr. AttSOLD. ' Vhi(.h teems to be the more easily marketed, the 
lo~-term securit.ice or the sho-rt· temt teeurities? 

., t<"..retary A-1oaomrnu u. Up to this iMue. we ha,·e found recently 
tJ1at tbo sborter-tenn iau.Ho;s ba,·e been more in demand. 

Mr. AtUWLD. The short-tenn issu011 ha,•e increased vr_ry decidedly 
iu tho past. few yonra. Does there 600-Hl to bo a tendency on tho par-t. 
of tho country to wnnt.long·term 800uritics? 

Secretary Monot:NTIIAU. l t. h35 boon lhat way in t11o 1ut. month 
or so. 

Mr . ARNOLD. llavo you been refin•nc:ing those Ahort-t.trm issues 
into long-term issuee! 

S«re.tary MoROKSTKAU. If my memory is eonett1 1 think that in 
this calendar year we have converted our maturities mto $2,800,000,· 
000 Jong·tetm i88Ufli8. Th8t is better dHIH one-halt or tJae increase in 
tho grou public deb~. 

Mr. ARNOLD. And Lhe shor(..t('rm eoaurities hove been correspond­
ingly dec:reasio~t ba\'0 they not, or l1avc they remaioed obout. nonnaJ 
to take ca.re of Ute addltiona.l requirementa1 

S«re.tary MoteOl!N'T'JIAtJ. Thev hM•e intreased wirh onr tl'ttption~ 
We have no more 1-yrar certifiiatee outalanding at all. The 1-year 
"rtifitat.es ha,•e been eliminaled. We ha\•e int"rea.std 1he 6-month 
J)Apt.r, where we have bee:n borrowing $75,000JOOO each "A'e<!k, getti.Jlg 
tht~t. money at around 0.20 percent, which it very chMJ'I money. W'& 
hnve no 1-year certificates a~,o tho JH'OiiOnt. Limo. For inaUuace, on 
Ooc!!.ruhcr 15 this ye..u, $092,000,000 of 1-ycnr 2M-perc~nL 1'1'(1t!JJ~Iry 
ecrtafieates eorno due

1 
1\nd we bavc. been nblo to c:On\'~rt. thC'm, gwmg 

the holders their cbooce of two kinds ol paper, namely, IX 1><rctnllor 
18 months or 4.)'- yea.ra at 2" pe_r«nt. So we ha,·e coovtned l·fH.r 
etrtificates, "·hich had lltl inte.rt'8t rate of 2M ~reent, in1o IS.monlh 
popor a< IX pe.-o~ or • );-year popor It 21( .,.....ot. So you can­
c.hat is the tendency. r n other v.•ords, we are gettin,g money much 
chea,per. . 

Mr. DELL. ln tJ1o cxchnoge $76U,OOO,OOO weo.t wto 1he 4U-ycnr 
2"epereeot notC&, and OJlly $210,000,000 went an to tho 18-naonth 
J K-percent. 5ee\Jrit.ice. 

S«retary Moao K.NTttA u. Tbatsbowa you definitely what happened 
to the l-year securic..iet. 
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&TATUS Or rOR£10N OE*T 

~lr. AasoLo. \Vbat is the situation with reference to the foreign 
indebUJdn ... ? . 

Se<rt'Ulry MoMOEXTUAU. Sbortlv &fte I can>e mlo the ~uury 
the Stat• D•partment took over the foroign-<lebL ~ponaibility, aed 
thry announrrd that they ..-ould handle it.. Since 1 have been in the 
Trt'uury, all that"'~ ,do~ to gh·e them te-chnical in/ormation when 
thinp com~ up f!qUinng 1&.. 

~fr. Ansot.o. Can you gh·e us any infonnation u to what. hu beta 
received? • 

Soort:'tnry M01t0r.NTIIAU. Finland ha.t~ ptud. • 
Mr. Br.LL. The indicfttions IU'a that. Finland wtll pay on Decem­

ber 16. 
Soc~tftty Mono•:NTHAU. It. is CJltircly o ut. or my hAnds. 
Mr. AuNOLD. fn conncct.ion with thcso projc.ct.e tor 10:)6. uc you 

tttking into couaidc.ration ~tny_ l>nymenta on tho foreign debt.? 
SOOretttry l\1louoEsTnAu. No. 
Mr. T ADt!u. llo•· about 1935? 
Seeret~try .Mono&~TnAu. No. 
~·tr. 8&LL. Nothi:"g e.."t~''-'PL fr,•m F'iularaJ , whi~h iA r~l•th•f."ly smalL 

bting laa than $300,000. 

IN\ t ;ttT\UL,, 8\ J!.\SK~ 'X GO\'tllil."~ME.ST 8EC1"'MITU:~ 

~lr. 1.1 ow•~. ~lr. S«n!tary, ~,·e:rting to tho u.lo o_r !l«uritiec, at~ 
hank• in''4"~11int: mo"' than e,·er m Go'·~uu~nt. ttecunpos! . 
~retary ~1oROt:STiiAt . 1 unnot uy tllAL th,y •ff rnvell'tmg more 

tl••n t:\'tr, \H'('AUM' my t'fpt:ri~ce C"O\'et'l only t~ .rnon1ha, but lhfl 
b1n1ka h"''tl cakf'n ,. ,·ery too<~ share o! those aacunues. . . . 

~tr. r~uoLOw. h was my observatiOn tbftL l·hoy were "'''ftllln~ 
prt'lt\' h~a,•ily in Oo\•en,rnent ~uritit?.e. 
~rNar;v ~fouof:XTHAL'. Yes: they &r<' ilh'('8tiJ1g, 1 would Py, 

''(lry wrll. 
~'lr. M <:I4COD. Do you knO\\' what. proportion or tho 00\'('irnmnnl. 

J~.C.Wurit irs the~· llti \'C' taken'! 
Scc.1rolf'lry ~1onot:STJIAU. I cnnnot.IIJ~ILto Llmt. now. 
~J r. Lum.ow. ll rwc you any figures 11howing inoro•aod investment.& 

hy hAnktt in C1ov4'nuncnt. SC<'urities? 
' ~·•·ettt •·y ~louocNTIIA l!. Yes. For t..Ju~ finst. timo, in tht\ IMt b~tnk 
'-'"II• "'" A8'kcd the hanks to show how much t.hey held in long.tenn 
as«uril il'l ftnd how much ln short-term secu.rit.ie~~, and ~hat infonn11.~ 
t iou \\ill be availahle ror the first time. 

~ir. ARNOLD. You can tu:rnio:h a st.atema.nt. or Lbat. tor ~ho record . 
Sec·rttary ~loKot:NTnAc. Y6. 
(Stat~m4'nt rf"ftrTed tn i" L" fnllow!l:) 

) 
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IUB8CIUP1'10~8 TO TB.E.,StTRY OPPERINO.& 

(Seep&.) 

~(_r. l.l.DLOW. Did tbi:t recen! &ale. or o!Terittg inOirnt.e the peak 
in o,·eraubeeripUona t.o TreasW"y offerings? • 
. Mr. Bt:Lt.. No, air. ~~ere have been others that.lutvc gone hiJ;her 
m AlliOUI!t. Molr&vN, tl!t~.-.-•u pretty w-ell up. lt•·u '!"U 6 bill1ont.. 
At one t.une- wo had 8 balhons, hut under BDDltwh•t ddf'tl"C'nt. eondi .. 
tiona" howovu. 

~ir. LuoLO-.-·. l t. is remarkable that At this Limo you M.ould JHtl'C 
bad oueh a largo ov ... ubacription. 

Mr. TA Ottlt. 1 t. ia 1. dcsirftblo lhing lo bave Oovernm~nt obligation• 
htkon up, ineofar u possible, by private indh·iduals, 11nd tbat. tho 
bon~s ehould lend Uu~ir money for eommerci~tl )mrpOKe8, i.nsorar t\8 poaoublo. 

Secretory Mono•NTIIAU. ! agree with you; but I .~..,happen to 
belong to Uto acbool that think$ tho banks, t>Oing privawly owned, 
owe a dur.y to their do.J)06itors. I do not. &J:rmk that. Anybody hero in 
Waab.itlgton can tell Lhem what to do, becallSO, Aft.er an, AU or their 
...,.ponaibility is to tltcir depooitors. I do not tltink thu All the 
pounding of dub in the world •ill compel a bank to m"kc a loan 
u.nl911 tile man•'ntot wanta to do iL 

Mr. LUDLOW. Or COUI'Il6, tbey have a trust obligation there, a.nd 
they hl\'0 to take eve or thtir investments. nui, Of COUI"M, ia in 
~po- to that t.rutt. 

Secretaty MoiiO•XTB• u. I would like to- indh•iduals bu)' them; 
buL when l ooOAidor that 12 months ~' when l came in, l had to 

fay from 2){ to 3 ~rcenL for 12 months' to 3·year money, aDd wben 
ooDSider that I have juat ooocluded the ule of IS.montba -uririea 

at 1" perwnL, 70u will appreciattl th1t during t11oee 12 mootht we 
have traveled quite a distance. 
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12 TRUSORY Dt.P~NT APPBOPBlAnOtr I lLli, ltl8 

Mr. TABER. 01 coune, the ques~on ol ~ho advantage to. tho 
eouotry ol an utremely low rate ol ooteroot ,. " dobata~le IUbJect. 
Tho Government and everybody else W!)uld be better off rl lhm~ wu 
• euffid~nt demand for good comme:reaa.l loans to booet. the rate or 
ioter"l'"' deddedly. Your tax ,_jp14 would be 1M! far _beyond what 
·'· .... oow thai tl•e interesL rate would be a manor atem by com­wC'Iy a.v . ' 
l>aruon. I. k ., ·11 • •- a . &<ort"tary MonoEN't'H.AU. 1 do not t_un 1" wt ov~r uo mmor 
' tern bu-. as long as conditiollS rtdlain as tl1ey aro, 1 thank you would 
1:.a tha finJt to criticize me lf I paid too muelt for money. 

Mr 'r.AH&Il. J would. . 
Sec~et.llry MOHOKNTU.AU. L am J)r8lt·Y _llroud or t.ho rae~ that. an 

12 1uout.hs we have boon able to bolTOW 4}S-yonr monoy at. 2" porcont. 
nud IS-ononlh money at ' " 1xrreent. . .

1 0 
. 

Mr. ' I'AIU:tt. 'rhllt. t.o a oo.rtain o:<:tcnt. is symbohct\1 of tho {c . ntion 
or blink lonn&. . . . b 

Soc:.retnry M()noeNTJtAU. No1 SJr; I am s~rry l do not l'gtoe w1t 
you. 1 llunk it. is symbolical of coofidonco LD tho Oovernrnont. 

ADJI!Qt1ACY OF REVEXUE COLL~CTIN'O l'OftCl'! 

(lloo p. lOS) 

~tr. ARNOLD. ).lr. Secretary, arc you gou.iug tJ1e mwrimum collec· 
1ioo1 of nwenue with your present.loreer 
~tary MOROENTRAV. ~o;_l an1. not. 
\lr. AaNOLO. How can that satuatlon be me.t.T • . . 
S«_reta.ry MOR0£.1\"TTI.AU. As I understand at., rn connecuo~ •'lth 

income taxet. we bu•e some. 200,000 relw'DA from tbo field •t~um ... e 
have no~ been able to audi~ for lack of !undo, and I •~t!.~krng for 
Rnolher $3 000 000 so that all of those return~ can be aud1wu.. 

Mr. AR~OL~. Wl1at additional ro,·enue do you figure that that 
$3,000,000 Mponditu"' will bring into lhe 'l'roaouryt 

Soo:rC'tury MonoENTJIAU. $75 000,000. . 
Mr. AnNOLD. !low many additionAl moo will it tako to RC<:Omphsh 

tiul\f · ·d 000 • •A 3 000 000 Socrct11ry ~·fonOt:N'MIAU. You would diva o 4, . HI"" , , · 
Mr. Mcll oYNOI.I>S. Ahou~ 750 additional finld moo. 
Mr AnNot.D. Thoso would be revenue ngeot.e? 
Mr: ~·toRmrNor.os. Yes, sir. . , 
Mr. Anso1.o. And there vrould be t\hout 760 of ~(\Ill . 
Mr. ~ lcltcrsoLos. Yes, sir. 
Mr • . \KNOLD •• \nd you lhink that- the emplol'me~t or those 750 

m('n ~<ith cltri'"al t08t5 and overhead, amounung 10 all to abou&. 
S3,o0o.OOO, .. ;u bring into the Tret.3u:ry some~Ung l.ike $76,000,000 or 
ndditional money tbu you would not ollat:I"\"Uie. get.T 

Not-~IArY ~tOHOt:XTHAU. Yes. 
~lr ~leL•o• They would~ worl<ing on what 1pecific ra ... t 
St.t~tary ~10aotsTliAU. They would u.ke individual returns from 

S.25,000 upward, and corporation return.s from $75.000 up•·ant. 
~tr. ~l cl,&Oo. Would they be back to.xer~ or e~~~Ten~ tuNt • 
~rttan• ~IOKO&NTUMJ. Those. would be the lut. rel.Urnt. \\ e 

hfWf\ :lOO,Ooo N'tums that we are unable to audit. becftu~e we do not 
luwt' rnc,u~h mf'n. h seems a sb.arne not to audit. tbcm. 

TIUIA8111lY OOPAIITVJil<r 4PPIIOPIIl.t.nOJr BILL, lflt J 3 
Mr. McLcoo. 11om~ a"' a gTNt mrury buk-tu .._in tbe TrMo­

u:ry D~partm~nt It the J)rt!fllf':nt time, are tbH"e not, and ia there oot. a 
campcugn on rn the !Hpertmenl •t this time for tlre oollectioo of bade taxes? 

Stcretuy MoKOK~?HAtt. Yt~; we are going af&.e:r iL and Mr 
HeJ,·e:ring'a llul't'au is making vaJnable PJ"'gg'f'88. ' · 

~ir. Aa~~Lo. You are ulung $3,000,000 more for the employment of 750 addauonal rnen. 
Seeret•ry MOMOKN'T'HAV. y,. •. 
~1r. AusoLn, 11!1 that included in tlais bill? 
Sc<cretsry Mo~COY.N1' 11AU. No; h«ausc l only Mked ror it.. this woe.k. 

Jt must)}(] put. 111, I "'**slow in tt..llking for it'. This l l flS he('Jl r&o 
cently ,l)l·o~tglt t. ~, 1uy ntt~r\tion, ~ tJu•C. the $3,000,000 ~tdditionnl I 
am ttllkmg ~1!1 not anch~dod m Lhc tnll .. . I htwe asked tho Budget for ill. 

Mr. AI\SOLD. It w1ll ho CO\'t~red ua a suvplen1ental eetimalo? 
Scc.ret.flry M ou<n:NTII AU. Yt•s. !\·lay l say on that •ubjoct tl1at. I 

am rutbe~ ph'~tsed llt the result~( the ona. unemployment J>rojeet we 
have. \\' e askcxl ror an Alloc~ttton of $2,400 a week ror 100 unem. 
ployed whit.Hollnr workers. They ba"e been working ror 4 y.•cckt 
m New York, on miacell~trteous ta:c cases. At a eaet of 89 600 for the 
firs:t. "' weeks, UJ) lO Ot'Ce,.nbt:r S, they collected $39 000 ~nd recom· 
mended A.Me!l8me:nta amounting to S141,000, maicingJ 1 total of $180,000. 

Mr. ARNOLD. That. b a good sho"ing. 
Sea-etary MottO&NniAU. It is 1 • ·onderful showing. and ,..e want 

to f'Xtend at to other citin. All of those men eame from Jtiief rolla. 

PEAIIt OP PUBLIC DEBT 

Mr. AMOLD. I n vie''' of the present. conditions, can you give us 
sny idea as lo when the peak of our public debt may be re.~ocbedf 

Sec.n!;tt~ry MonoENTIIAU. No; I do not. kuow. I ctlnnot Ana"·cr thot .. 

8ALX OP' &RCURITita 

M~ .. McLt:OD. WhAt W08 the ye-ar you bed trouble in Lho nlo or 
secunties? 

Soorcll\ry .Mo noeNTIIAU. This last SeptemlM!r, Unmediate:ly a fte.r 
~ho Maino election, was what I had in rnind. Thef. LOOIC place 
immediftte.ly ~~oftcr tho Maine election. 

~lr. ~lcL&oo. What was the amount of lbat. i!sue. approxim1telyf 
Mr. BELL. A totol ol $ 11334,000,000, all or which w .. refunding. 
Mr. McLt:oo. \Vu that. ong·tenn or short-term &eeuritiNf 
~·lr. ~10ROANTHA(1, fJoth. 
Mr. BotLr.. On September 15 we bad a maturity of 8-montb IJI.J*" 

cent Treasury ctrtifitaLM amounting to approximately S626,000,000. 
We olf•red in ucha"B• for thNe maturing certificate~ a 1)1.-n~ 
Tr,uuty note matunng September 15, 1936. Practically all of the 
maturing teturitiM were excba.oged. 

M.r. TABEit. Thfl'ft ••u new money in that September 16 offering, 
I think. 

M.r. BELL. No, air. 
Mr. McLcon. Wu that tl1e whole of itf 
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Mr . I)EL'- Tha~ wu lhe whole ol lhe maturity. We bad at the 
aame lime ao offering ol 2-year 2)1-pe-nt Treuury oou.o and an 
additional itaue o!IG-12-yur 3"-~t Treuury bOoda dated A~ril 
16, 1934, in 6Xllhaoge lor Fourth 4):-~n~ Liberty bonda, matunng 
Oewber 16 11134. 

Mr. MCL•oo. What did you do wilh lhemf 
l\lr. BI<LI. The amount of lhe F ourth 4Y.-pe-nt Liberty honda 

maturiOf on u.ll on October 15, 193-4, wu over $1,000,000,000. 
We ...,..,.ed in respon.., to lhe exohange olferi~ juat mentioned 
$688,000,000 ol the 2)1-percent 4-year TrllAI!ury no~ 1111d 1234,000,000 
oltbe IG-12-year 3"-poroent Treasury hondo. The !act that a large 
pa.rt. of tho exeh~s went into tho shorter ... t,enn teeuriliea ia an indi­
cnl.ion ol tho conditions existing nt that time to which the Secrotnry 
called your attention. 

Mr. MoLEoo. Since then, them lu"' boon no trouble? 
Secrotory Moao&NTRAU. This ohnoat unbcliovnble chango bas 

taken ~l•oo oince S.ptember 15. Thoro hu boon n oomplol<l change 
of se.numcot. 

OONSOLlDAT£0 P.8'1'UU.Tit8 

Mr. LuoLOw. Mr. Secretary, in your OJ>eninj! ltatement you opoke 
about lho colll!Olidation of estimal<!o here, wluoh really rep.-niAo a 
~t. innovation in tbe way estimate& are pnwenlM, u compared 
•ith former y .. no. I galher !rom J:OUr ai.Atement that doe principal 
-.on for lhat wu greater ftexibility of allotmenta. I wonder if 
you could furnish more extensive information u to the rea!On for 
tboee various coosolidalions. 

Mr. McRatKOLOS. I wonder if you would not be willing w diseuss 
that after the Seeretarr bas concluded, hocau!<l we wiU go into that 
in lull detail later. U .. something that the Seeretary penoonally baa 
not bad a rull opportunity w go into. 

Mr. LuDLOW. The Secretary mentions it. in hit opening atatement, 
bul. iJ wo un obtain the in!o.rmation later, iL will bo ag.roo.nble to me. 

. IN'TEREST CHA.R0&8 AND RATt.l8 

• Mr. Mc LEOD. Tho chair!llAD asked II rcw fl~linutea ogo bow tllo 
1.0tcrn charges on the public debt. eom1u1rcd w1th t.bOtte m the past. 
y(I_Bf'l: Do you have the present inter08L ehorgoa? 

Mr. Dt:LL. Do you want tl1o r&te or tho amount . 
. Mr. M cLxoo. botl1 the rate and amount. 
~'lr. Bx:LL. On J une 30, 1919, the annual inte.Nl8L charge was 

$1,054,000,000 and tbetu·erage annual int~reat. rflte wu 4.18 ~t. 
lt. rem•ined abOut that until 1922, when the interttl. charge bad 
dropped to $963,000,000, a.nd the avtrAge annual int.ereet. rate "'as 
• .24 pt:n...*"nt. Then, in 1924, tl1o inter8&. ebarge wu $877,000,000, 
and tbe avt~ annual rate was .f.t8 peru.nt. -ln 1929, the intere61 
charge wu $657,000,000 and the 8\"trage annual intertet rate was 3.9b 
pf:rcent. The total annual interest charge reached a low point. in 1931, 
wl!tn it amounted to $589,000,000, the aveRge annual intert!t. rate 
~mg ~7 ptrcent. In 1933, the intfre!St. charge increued ro 
$742,000,000 with an A\'erage interest rste of 3.36 ~~ent.. On June 
~0, 1034, the unnuol interest cbnrge was S842,000,000, and the avN'ftl" 
mtf'rt'St rtUe was 3.18 percent. 

) 

n&AaUBY D&PUT>Ilii<T A.PPBOPIUATlOW BtU, ltlt 15 

Mr. M oL• oo. And lhe intereat~arge figure for thia yMr it 
$800,000,000. 

Mr. BELL. That. it lhe .. timate for int-t pa;rmenta for t.bia 
yur. The a•e.rage mter'ftt. rate at tbis time is 3.02 perctot . 

Mr. A aNOLD. Mr. SeeretlrJ:d we lhank you. You probably will not 
:!i~ lta,Y here but. we W1 be glad to have you, if 10u wish to 

h.i
Sec:retary MoRoC.NTHAU. I wo!'ld like to leave it tb.ia way: [! aom ... 

t. ng comet up wtule ,Your haanogs are in pf()greu, and you would 
liko to have me hare, t ust phone me and I will come right up 

Mr. ARNOt.o. 'l'h6tu vory kiod ol you. · 
Mr. TA&IR. May I ask one more question? 
Soorotary M onoEHTUAU. Surely. 

ADEQUACY OF 1936 BUDGET flBTUIAT£8 

Mr. TAHt:H. I prMwno you are not familiar with tho- it~ms in tJ1e 
Budgo~ tha~ baa boon aubmitted beret 

SOOret.a.ry M OROENTIIAU. Only 11.-it:h the totals. 
Mr. TA~·"·· You "·oul~ p~hably no• know, yourwoll, rrom your 

own e:cl!l'mauon of the sat.uabon. whether or not. th010 alf_mtl would 
be ouffioeM w carry tho OepartmenL aloftj!f 

Sec:tet.ary ~IORO&S"THAU. WeU, lam in JUSt the u.me poait.ion that 
I wu a y~r ~· II y~u remember, I came up ht!re and made a 
stateme.~l, 1n wllicb J MJ.d: u Tbe figures that I am subnUttinc will 
be auffiC-Itnt • •ith one ~xc:eption. J will have to come baek a t a later 
date and uk you for money for the alcohol tax unit." And 1 came 
hack ~ m9nth or two later ~d u ked for additional lunda w run lhat 
orgam~uon. But ~~"" satuatioo does not. e.xiu. today, with the 
excepuon or the addauonal $3,000,000 which I am uking for the tax 
work--
~·fr. TAIH~K. Tlu\t. i!l in here, is it. not; or is tluu. in the deficiency? 

. Set-retary M onot:STUAU. No; thar. is not. here. With that. UCf!p.. 
liOn, Whflt 'A''\ Ar& Asking for is sufficient. 80 (&r A8 it i.a humanly 
J>O$&ibla to t!-ILimat.o, to run the Trea.sury f~r 1936 . 

Mr. TAntn. Thnt SJ,OOO,OOO docs not. rel1ue to 1930 tt.nyw•y 
du011 i t! · ' 

Sec-retAry M OHOKNTIIAU. Yoa; it docs. 
~1r. TAIIr.n. All 1936? 
Sorretnry J,.·t onoKN1'11AU, Yes. 
Mr. TAOCR. But. it. is not. in bere? 
Secretary M onot:NTUAU. No. \Vith that exception, tliNe r.guree 

Are the out.aide, top rogu..... We will not he b..,k ulring ror tny 
mof'6 monoy. 

~ir. AltNOLD. All rigbl, ~{r. Secretary. We tllank you •·•ry 
lcinclly, and we are miglity glad you came aown. 

(The atawnenl.l submitted by Secretary ~forgenthau are u 
lollowa:) 

IIHITO II 2 
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TbelDtrtMe lo lobe 8~ Cll8uDOI.J, Proeuremea' Di•Seioo, S. due \o u.. CIOil 
.,lidatioa ot pu:re:b.Mlna .eUvttl.ellD t.ba\ orpni&atioD.. The Bra.noa. o1 &Pill­
S. ~uallr eola.rpos ft.e dd.a..lte qua.aUty pu_f"Cbu. with lotf't!Mtd bendtt t! 
tbe Oovemmeo' in obt&LD1na the tow-. market prioN. 

Tbe lnCl'e&8CII on t.be .,norceney roll• ..,.. due to the aetlviUe. powloa ou\ ot tbe 
o__pent.Jout or the Emerse.ocy &nllln.r, Ook! Reeerve and SJJvw Purth .... Ae"' 
Cout. Ou&rd oooatrueUou oo o.me.rae.noy fundi,, and pubUc bulldln11 oontt.ruou011 under tb e $&,000,000 approJ)rlatron for tbe eme:rpnoy oon•Lruot.lon o1 pubUo 
build inc•· 

Fit/d. •~t•.-TIIe de.cff!uo of l 036 employee. in t he Cout Guard wu neoce­
til.ry In order t.o keep within the Umft of avaUab•c a_pproprlatJone for the year. 

Tbo lneru8e of 6,41 J e.mployee.ln the lat.ernal Revenue ~rvlee ll aeeoun\.ed for 
by t.be tnnafer or all of t.M penormol formerly in the lndut Lrial Aloobol Butflau 
(now ~e Alcohol Tu ~-n!~~ «~eethl'lr whh t.bo tnwaler from the Departme-nt o1 
Juttl~ ol pe.nonnel tJippu In lM ~hlbltfoo B'uru.u ol tha t Dt"pr&rt.ment a.ttd 
tbe add.itioo.al penoooel required In b&nd.Unc proeelllina a.Dd mleOeltu.ou. w 
work of the Bureau. 

J.a &be U.int 8W"t&u. tbe h~ of 7fl ~ployee. E. due to U.. ~ 
wort powin,5 out of opaattonl uader tho Gokl R.elerYt &od 8Uvtt Putt.buie 
Aet.. 

Tbo I~ of 624 employMI io the Publici Health Strvlo. t. du• to tho loeJD .. 
potV7 eme~y ru.ral hMJtb work under a.,n allotment of Ftd•rU E~ 
Rt.Utl Admina.tntion fund&. 

XI:T'IUMIUIT Or llMPLOr&U 

Undttr the ch·llooM~rvlce rct.l.re.m411lt. •yaletn there are r10w but. 12 en111loyeea! 10 
In the departmenta.l a nd 2 II• t.ho ftold ter-viOl'll or the T re .. ury wb010 rckln ion 
bu OOen A\ltllorbod by U~e Prt~~fdeut under the provl.eiona of Lho economy act.. 
Up to 'ho present Ume 30 employee• ot the Treaeury Der>&rtooent In Wuhlnrton. 
and 186 or tho field aerviCN, whOM euvlce. we.re diaeon·Unued oo a.ocount o1 
ne«aary reduction of force on or Jlnee June 30, tW, and who have eerved 30 
,._,.or wore, b.ave n~.ade •Pl•Uoatl~u fo·r llnnu.i\.y under the p.ruvs.ton. or Mellon 
8 (a) of the a.et or Ju.ue 16, 1033. 

Stnoe the ~of the Ctvn Sttviet ReLirement Ae•, td'eeUve Aupai: 20, 
1020. s • .s26 employee. ha"' beto retlted ti'O!Q tb6 Treuury, 2,102 bela.1 dtpan­
mental and .f, la.t 6eld empao,..... 

Pr-om Sovembtr 80 1133, to No....-nbet" 30. ISJ34 124 emplo1fo11 .._,. retittod 
from the dtpa.rtlD!Hitai een-IOP on aecoun' of a.p, And IM were retired on aeeou.a,t 
of d.ia&bility. Dwing tbe -.me oerlod 1n emploYf!M ••ro rodred from tbt 
field eervtoee: oa at«)llnt ot q e, and UM w~ retired on a.eooun\. of dl.tabllhy. 
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8AJ.AHIICII~ OPPICB OP THE. SBCRCTAI:Y OP 'MIC TR&.u~TilT 

OOXIOUOAnOl'l' Or APPaQ .. aiA'fiO.Jr18 

Mr. ARNOLD. Gentlemen, we will take up t.his lirat item, "Solan..,. 
Sec:retory ol the Treaswy", and oo forth. Tho~ it a oooaolidatocl 
iW~t. wm you tell us who~ items that h ... heret<>lo ... boon carried 
oeparately are included in this item, g;ving Ill• appmpriation• lor 
1036 and the .. t.imates lor 19367 

~lr. M<-RCYNOLD8. These amount.t as giv~n in the e.lerk'11 note on 
P"i• 7, of the bill""' the 1935 itema. 

Saloriea, &.rotary's Office: The 1935 •ppmprillion waa $260,000. 
The .. tirnal.e lor 1936 for the same item is $266,888. 

Mr. 'rA.u•:n. Is that. an increase i.n pers01mcl? 
Mr. McRt:YNOLoa. Thttt is to bring the Bttlsrifll up to 100 percent 

inst.c>•d of 90 J>ereent. 
Olllc.o of tho Solicitor: Tho appropriution lor I 036 wu $27,900; 

tho Cl8tirnato lor 1036 is $31,000; •lso solely 10 bring tbc oal•ries up 
10 a IOO·J."'f""nl h..;s. 

Cl•iJll Clerk and Suparintendent: Appropriation lor 1935, $459,000; 
"""'"""" for 1936, $520.000. Tbat mcludeo not only the bri.ngin~ 
up or the salaries to 100 percent, but also the rmployrn~nt. or 801111!' 

~diti!>nal guards and mN:banios beeause of the cbange in the bnilditlf 
attuauon. 

Di\WoD or Supply: Appropriation lor 1936, $166,600; ClOtiJUa~ lor 
1036, $1ii,OOO. Th~increase is enliroly to bring theaalarieo up to 100 
ptrcenc. Thtre is a little de<-.:re•.se because of on8 p(NJition, but ~ 
mc:reue is due entirely to the difft~nre beL"A·etn tOO percen&. and 90 
pereenL. 

Dh•i.sion of Appointments.: Appropri•tion for 1936, 130.-Un; esti­
rnata lor 1036, $43,880. Thu in""'ase is allributable tnliroly to lh• 
100 ptroootaalary u .,.;ru;t 00 pereent. 

Owi:s.ion of Rete-IU'Ch and St.uistics wu included with Commissioner 
of Account.& IJid Deposits bc.fore. A po.rt or the office WA.t take.o outl 
rop......,nting $36,480 from the 1935 oppropriotion. 

'Mr. AltNOLU, And whn~ do you CArry for 1036? 
Mr. McREYNOLDS. $36,480. 
Thnt rnnkcs tho total or •hose con~olidotcd ollie"" $060,472. 
Mr . • I.Aot:n. There is no i.nercasc on RCOOunt. or ~he 100 percent? 
Mr. MoRKvNoLos. y,.,.; the 100 poroont applies to thot item also. 

'!'he I 035 lil(urc should be $36,480 minus I 0 JlCrccnl. Tl>81 would 
rnokc the l!l35 figure S96ii,024, a.nd the 1936 f~~:urc $ 1,061,200. 'l'ht 
$1 ,001,200 i• the total of those items th•tl h•vo g;ven you)..,.. $8,048 
lO ukr C'Art of certain laJ>3CS. \Ve just cut. it off trbitrarily. 

~fr. l ... t•nr.ow. Had h. not t~n for lht II)~, it. 'A"Ould ha,·e b«n 
$8 048 rno"'T 

~fr. MclhvNOLD8. Yes, sir; it " ould be $1,009,2~8. 
AODITIOSAL OVAaN 

Mr. L UDLO•·. In all these items e.wept one, you ur, th~ inc:re&St" 
it attributable to the increase in sa.larios to 100 perce.nL? 

Mr. ~tcR&YN'OLD&. Yes, sir; tba~ is tl'ue. 
Mr. LUDL()l\ .. Whicll one is the excertion? 
Mr. MclhTNOLD8. It is in the Chic Clerk'a otfioe. 
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• 

1 . The UDIIOdified proaeout1on of our preaont a1lnr pol1oy 11 
tending to produoe an early and -jor aoo~o oriaia 1n China. Reoent 
oa'blea 1ndioate that auoh a orido 11 now near at hand, 

z. Dle rhe 1n the 'ftl.ua ot ail"r t hat hu been orM~ c111'­
tioult1aa tor Cb.1D& 'bepn about the tU. GrMt Britain and Japan -nt 
off p>ld, lone before the 1naur;urat1on ot our ail"r polioy, 'but the 
latter haa r;reatly inorea.aed tbeae d11'tioult1ea. 

~. China cannot atay on her preoent oUTer atandard unlau the 
.,alue ot lilnr oeuea to riaa-- 11 at lout au'batant1ally ata'bilbed 
at around preoent lanla. Probably eYen a racluot1on 1a required troJ» 
Cb.ina'a standpoint. But our policy calla tor a further rho 1n the 
world price ot 11lnr. 

•· U the United statea 11 to .a1nte.1n her traditional r ole ot 
1'riendahip tor Cb.iDA and atfeothe1y to diep~ -,.patby tor bar 1n 
bar pUt)lt-- and perhapa to aYOid hostile feeling ap1nat bar on the 
part of the Chinese- r-dial aotion 1r0uld aaem to 'be ruooeuary 1.­
mediatel:y. 

5. Our trade with China 11 ot oonaidera'ble illlportanoe. lre 
are Cb.ina'a leading customer and leading aouroe o1' illlporte, and the 
United States hu had a faYOrabla balanoe on ita trade with China 
throughout the lut tour )'W&rs. In the laat nine 1110ntha, the United 
Statea auppl1ed 27 percent of China' a t otal illlporte, double thoae 
auppl1ad 'by Japen or GrMt Britain. During t he last two years, Ye ba" 
abe orbed 18 percent of total Cb.ineoa exports. Our trade with China 
oomprioea onl;r about ll percent ot our t otal 1Joporta and export. 1 but 
th1a mMaure "ot the absolute importance of our trade 111 th China h 
misleading baoauae ouch trade h of .,.ry oono1derable 1Joportance to 
certain area a a d industries in th1a country. 

6. It io highly deeirablt• t hat ~ action taken to Met the 
emergency be auoh aa 11'111 oontribute to our lo!1f;er-term a11Yer pro­
r;ram atated in the a1lYer 118uage to Congreu. Varioua alternati" 
linea of action are outl1ned in the fol l owing. 

7 . l&ob ot t he alternati" UDea of action outliDtd belo11', 
noept the firat , 1a predioated upon an t..diate ar;re-t betwen 
the Preeiclont and Congreuional leaders whereunder the price of 
aiher will 'be beld at 55 oenta an ounce tor the ts.- reaaona'bly 
neoeaaary to uhauat the poui'bilitieo of r ... ohl.ng an ar;re-nt with 
Ch1na1 and whereunder a public anuounoement to thia erreot _,. be 
Mde 11' auoh 'be da-d adrlaable . All of the ougg .. ted alternatiYea 
are 1n aooord with the MDdatea of the SilYor Puroba80 .lot of 19ll •• 
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Al.terpflt.iTt lo, I 

Cbina Jd.81%t be into~, aa diplo•tic.llJr aa possible, that, 
despite our SJ~~P&tb;T and good will, tbe .&.erican policy pe:nll.te it 
no IIOdi!'ication. 

(1) A serious oriaie in China, affectiD& not onq 
the port cities and the coaatal frin8111 but a large pert 
of tbe Chinese population, would appear to be ineTitable 
and 1ww1nent1 iD this nent. 

(2) China Jd.81%t be dri 't'en to adopting the gold 
standard or tbe sterling staDSard. In this caae, tha 
oiiJT r&Mining i.loportant colUl'tr7 on the sliver standard will 
han been lost to it, and our objectin of increaainc 
the world 1s 110netary use of sli....r rlll have been Mde 
110re dif'ficult of achienment, and the vaJ.ue of our slinr 
boldings will be s erious:cy illpeUed. 

(3) Boatile sentiment against the United States 
might be engendered. 

(4) This negative deohion dat1nitel.J' means tbe 
withdrawal. of tbe United State;; as an active iDfluenoe 
in hr Eastern affairs, leaTill& tbat field to Japan, 
Great Britain, and other countries . 
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.Ut.I'JI&tha Bo. II 

!be Preaideat, 117 proolaMtion, t'1xM the •lletu7 ftl.ue o~ 
aihar at to oeuta an ounoa1 ADDOunoaa that the !reaauey will purohaae 
all ailnr offered at that prioe, aubj eot to the lbdtationa of t:be 
81lTer Pl&rabaae J.ot ot lila,, China dnaluee her JOOnetary UD1t b;y 
60 peroant, wlr1ng her - ChiD••• dollar equi"ftl.ct to a bout 28 oenta 
United 8tat.e1 Chilla adopta bi~allhlll 117 wlr1nr; her n.w dollar oon­
nrtible into both £Old and dlnr at the ratio of 18 8/9-1, tbe •­
ratio u would obtaiA in the l7D1t.d 8tat.a1 the United stat.a arruce• 
a eubatantial credit tor China to -•t the d1tt1oultiea o~ trau1t1on. 

(1) 'l'hh lllitJJ~t be the tirat atep in the nt.blleh­
..nt of bi-ullio .anetar;y P'<l"P• 'CIIl~r dollar l eaderab1p. 

(2) B;y Mk1ng ber ourreno;y oonwrtible 1nto 'both 
COld and dlnr, CMJ. would require both gold and aUnr 
reaerna . 

(S) Unl .. e tbe Silwr Purobue Act ot 19S' ... re 
.-n~d, the United Statee could not a dopt the unlilllit.d 
ooillage or purobaae of ailwr at the fixed lii1Dt prioe, u 
would be neoeaaar;y for absolute bi•metalliam, whereae 
China would be alkad to do thie. Dittioulti .. in -.t.n­
taining equal *>Detar)' ratio• between gold and ailTer 1D 
the two oountriea mitbt be encountered atter the l7D1 ted 
states bad eltllaueted ita ler;al a ilTer purohaee require­
aante, leaTi.ng Cbilla u the principal ...,...tar;y D.J1cat tor 
ailwr. 

(4 ) em the other band, the reduction in the IIODa­
tar;y - lue ~ ailnr trom $1. 29 an ounoa to 90 oente an 
ounce would inoreaae the JMrioan requir_.te for acldi­
tiaaal ailwr, under t:be law, tr011 approxU.tel;y 
1,300,000,000 ouncea, the aount of preset lepl deti­
oienoy, to about 1 , .. ,000, 000 O\llloaa. 'l'heae lepl needa 
tor additional dlTer would be reduced b;y S ounoee t or 
eaoh ounoe of gold thet ... export.cl. 

(5) J. prioe of 90 oenta an ounce lllir;)>t produce a 
nry oonaiderable flow of ailn r, pouibl;y troa India, t o 
thia country, at the e:J<Penle , 1n part, ot our p.ld auppliea . 
Ina~ar u t h h brougbt about a better world dhtr1but1on 
ot cold and recluoed our own dlTer requir-nta, the atteota 
would bQ 'lltloleao- . Inaotar u a Ter;y larr;e part of the 
world '& a .... ilable .,netar;y dlnr - to our ahorea, the 
proepeot would be cl1a1nhhed that other oountriee oould be 
induced to upand their ..netar;y uae of ailwr. 
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(6) Ss.J.\aa-. ~••t ot Ch1aa'• r.nl-uoa 
all4 ot \he Aaeriou 90-otll\ 11011.1~ nl.ue tor allYer, ri\llov.\ 
prior lMD&e ot 1Jitoz-aUoD., Wllld 'be t.peraUn w &Y01d 
~-a.un aDd o\hc dhtllt'llcoee. 

238 

(7) '!he t.bar}l rile 111. \he Aaciou price t or alhc, 
l~loialq Oft GO'IIpled w1 \h IUl lljp"l-tll\ w1 \h 0111D& 11berftll4er 
G-11. ada\ r&tloe tor COld all4 alher WOilld 'be aaU\&iaecl. lly 
the two co-tri .. , mcM tou.oh ott & ... .,. ot 1.Dfl&UOM:7 
ectiant capable ot ore&UDg t -.por&r)' dhtvkaoee 111. \he 
~eGD.l&UYe ...ntet 11114 in the ...ntet tor Qoyerzac\ eeaariUee, 
!U o- 'P a\oake ot a1hn--pro4Dc1nc entcpriua could 'be 
a:peo\ecl. to &b&nce "lrT ~.ale .. ~ \azaUoa er 
o\herriee c!.aaeeUc ather pro4Dcen were t o 'be p&ld a -.ller 
price \:baa t ore1p wpplhre. '!he pric .. ot e\aple o U t ha, 
-• 1\ocka iP cecal., aDd tat~ on toreip c.-\1'111 
ai&jlt elao 'be a:peohd t o reclatc bcr-..ea, c.r-.. iJitlaUon 
teare al&ht ttapOraril, deprne \he pricee ot Connaen\ u4 
oilier llilb-&rad• 'bon4e. 

( 8) Dnaluatlon 1D Ch1aa alch\ 'be aaore 41tfiCJal.\ \hall. 
ia .ore dneleped coutrin 'beoauae ellYer coiae 1a ChiAa are 
no\ \oka coina 'bl:lt \he ultimate 110nq, &114 are unallT Yolued 
b;r wei&ht aDd !iu.eaeae. ! o the extent \hat \he dnaluaUoa 
were made ettecUYe, Chlneee de'btora would aperi_.e rel1et 
all4 Clliaeee ehplee would riee 111. price. ~ Ch1neee GoY­
aut coa.ld appropriate, liT \&mUon or o\hcriee, t.he renl.'Cia­
Uon protih on the ellnr held liT b&Dke all4 o\hce 1D China; 
&114 China mcM retain ~r prnent uport \u on elher ae a 
eource ot reY~e. 

(9) U 1e e1p1fiout t o note that aince 1930 ChiAa 
baa h.e4 & cuetoae &Dld UD.lt t or t.por\ c!litlee 11114 col4 ezM ence 
CI'IUTa.q; \he l&Uer o-oneht 1D.C ot b&Dic ache heae4 liT \he 
Octral llezlk ot CbiD& &n4 re4e.able 1n d••nd 1n dreth oa 
tore1p tia&nc:ial cenhra ll&rlnc the cold et&D4&rd. Ia & 
me&n.re, \baret ore 0 Cbina h aJ.rM4:r SlplOTliiC 'both COld &n4 
e11Yer -IT· 

(10) !he preohe deer•• of 4eYaluat1on liT Ch1na, •• well 
aa the proche character ot other &rJ'8DC81111Dh entered into 1n 
co1111eot1on ri\h th!a or other al.hnaUne, ~ well 'be let\ w 
AO&DtlaUoa, 
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Altel'11&t1n ~. III 

!'he Preaicient, liT prool-tion, tina the aoonetery 'ftlue 
of dlnr at iO oenta an ounoe1 IIIUIOuno .. that the treaaury will 
purobaae all allnr offered at th11 pr1oe or leaa, aubjeot to the 
liJdtatiou atated 1n the 111lnr Purobaae .lot ot 19S4J China de­
value• her 110netary UDit by 60 peroent, ale~ her- Chine .. 
dollar equi'ftlent to about Z8 -t• United Statee1 and the United 
Stat .. arrangee a aubatant1al erad1 t to China to -•t the d1tt1-
cultiea ot trau1t1on. 

!'hia alternat1n d11'1'era troa that juat outlined (un~ 
llo . II) priD.ril;r in the t aot t hat China would u- "" reepona1-
b1l1ty tor the -intenanoe ot a definite ratio betnen gold ud 
ail•er. 

In other reapeote the oona1derationa outlined under Ro. II 
appl:r with equa1 t oroe to the present alternat1.,... 

29S 
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littathe Jo , IJ 

The United States proceeds with its present silver purchase 
prouaa, but offers Cb.i.DA the necessary credits tor the estabUahllent 
of the dollar excballge standard tor the Chinese monetary unit at the 
ratio of one doller Chinese to 25 cents United States, as COJIPUed with 
the present excballge rete ot about 34 cents. Tb1e would ba equivalent 
to a devaluation of 1110re than 25 per cent in the Chinese currenc;r unit 
and hence would beve so .. baneticiel ef fects upon Cb.i.DA. 

(1) Under such a pl.en, China would retain the use of silver 
as en actual circu.latiQ& Mdiua but ber silwr require .. nta could 
be reduced in at laeet three wa.;ret 

(a) The silver content of ber coins could ba reduced, 
so as to Mk.e them token coins, as 1a genersl.l;r the 
case in other countries . 

(b) Ber ailYWr reserve requireMnts would be diJII.nisbed 
b)' the tact tlat part of her IIODetary reeenee would 
consist of dollar exchange. 'lhis doll.e.r excl>anie, aore­
over, would give bar a cell on as m ch AIMiricen ailTer 
sa abe ld.ght require for circulation purposes, end for 
nch gol.d as abe required for international pa;y-anta. 

(c) The devaluation of the Chinese dollar trOll 36 oents 
to 25 cents in American equivalent would add c~n­
aurately to the lklMtary value of her silTer hol.diD&S• 

(2) China ' s dollar uehallge standard, under such a plan, would 
ba pertect17 collp&tible with bar continUed internal uss of ail't'8r 
1110DB7 in .ucll the - n:r as 1a the case with the Philippines 
am with India. '1'be Philippine peso 1a a silver coin whose intar­
national. value 1a constantly -.inteilled at 50 cent6 in Allerican 
~ b)' the re•d'ness of tbe United States at ell tiltea to buT am 
aell dollar uehangs 11t the rate of $1 t or two paaor~o 1'he aterUuc 
'ftlue of the silver rupee is s1Jdls.rl7 -aintained. 

(3) The .&.~ricsn credits that Chin& might require under such 
a plan adght ba supplied j ointl,- by (a ) the sale to the United 
States of as s ch silver bullion as Chins could coaf'ortabl,- epare a t 
a hauisoJDe pr:!.ce, ot, eq, 60 centa an ounce, ~nt b)' the United 
States to consist of dollar uebange credits; and (b) a loan to 
Chin& of the balance of the credit required, the loan to take tbe 
tona of dollar exclvn>ce credits. 

Joo 
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<•> llllder lllob a proponl, Cb1Da 11111uld be ottend a dhtS.Aot lD.du-nt lD. the tor. ot a hicb prioe tor her dlwrJ tbe tfD1 ted state. 1r0uld tllrtber aatiaty the -date ot the lar 
b)' addiq to her dlnr boldlD.p1 and the lou ot eilnr to 
ChiD& 'II'OUld be mon than •tohed b)' her pin lD. dollar exoh&D&e oredite. 

{6) !he acloptioa ot ti>e dollar exoh&D&e et&lldard b7 
ChiD& 1r0uld ~diately plaoe her upon the ,old et&lldard, eo tar u the e:z:te:l'll&l 'ftlue ot her eurren07 1a ooaMn..dJ but 1t the 111l1ted ltatea -re auba~ to adopt a bi--t&lllo atandard and China oo:atiiDUed to tie her monate1'7 unit to the 
.Amerioan dollar, China, too, 'II'OUld be in etteot upon the b1--tall1c et&lldard. !be Chinese, ~nr, ehould be p.,... the prhilep ot alteJ'inc tbe ott1o1al exob&Jice rate on the Vllite d ltatea 1t the ohar&oter ot the -'-rioan dollar oh&D&ed. 

{S) U thia alternathe be COIIIbined with lo. III, under which the Ull1 ted ltatea would eetabl1ab a tixed wao%18tar7 w:lue ot 90 -te an ounoe t or dher, China would be able to tu ti>e AIIIOunt ot ell ver in her colD.a 111 thout tear ot trequent and un­
predictable ohancea by reuon ot untixin' -'-r1oan 1110net&J'7 w:lue tor eilwr; the latter would be •1nta1ned u a part ot the ourrenoy aye tea of both ChlD.a aJid the Ull1 ted 8tate11 and a etep 1110uld be taken toward a dollar bloc ourrenO)' in 'llhioh other natione llllcbt later join. !he ~cter ot thie dollar bloc ourren.oy 'II'Ould th<m be euentiall7 bi~llc but ti>e nepou1-
b111t7 tor .alntein1n' it, at thie etap, would reat ent1Hl7 upon the tfDited ltatee. 
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Prof. W: 

H.I4 • .Tr : 

Williams : 

'L 1.1 . .Tr: 

'l'lilliams: 

H. IA • .Tr: 

\11111 e.ms : 

R . ~ . .Tr: 

(f , \V : 

H.M • .Tr: 

H. M. Jr: 

VI : 

H. Ll.Jr : 

W: 

B. M. Jr : 

~: 

B. lf.Jr: 

W: 

This is Henry Morgenthau, Jr. 

Oh yes Mr. Morgenthau. 

How are you? 

Very vtell thank you. 
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Professor ~illiams I •m cal ling you up confidenti ally 
for this reason. We ' re going to try - the Chinese 
s i t uation seems to come to a head . 

Yes . 

And over the week-end I ' m going to take a hand at 
writing a f inanci al program f or China . That is from 
a currency standpoint. 

Yes . 

I wondered i: you could come doYm and s pend a couple 
of days with us and help us . 

Wel l what day i s tho conference on? 

Well i t will run - what I would like to do is to start 
it tomorrow morning and run Friday and Sat urday and 
have something for the President on Sunday. 

Well I have one or t·.,o engagements here . I r I could 
co~c doiTO fo r Saturday and not for tomorrow would that 
be of any help? 

Yes very much. 

I ' 11 try to come down tomorrov1 but I 1 m afraid I might 
not be able to but I could still get down on Saturday 
morning. 

Fine . 

Alright . I'll do the very best I can. 

And might I ask you this . Who co:~:e s to your mind who 
knows the Chinese financial things well in thi s country? 

That ' s a difficult ques tion. of course just returned 
fr om there. He would probably lmow. 

Yes of course his men ar e there advising now. He left 
three men behind him. 

Yes . 
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'V: 
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R.M.Jr : 

W: 

R. M.Jr : 

W: 

1U • 

H. !A.Jr: 

',V: 

'" ... 
H. •.: . Jr : 

- 2 -

And they don't seem to have done very well. 

Then you sent Rogers over . 

Yes. 

302 

Those are the men that come t o my mind right off. 

I see . 

I suppose there are some men in New York who know. 

Well I ' m asking the National City and Chase ~mo they've 
got . 

Yes . 

Burgess at the bank might have someone in mind . 

Well I ' 11 look for you. tl'hen you come I think the 
s i mplest way would be t o just go to Dr. Viner ' s office. 

Yes . 

Alri ght 

Thank you . Good by. 

December 131 1934. 
Thursday 
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H. :4 . Jr: 

S: 

H. M. Jr : 

S: 
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I 1 m calling you to talk to you very confidentially. 

Yes. 

We ' re going to t ry to see if we can do s omething to 
help China with her troubles . 

Yes . 

Who in your opinion knows the mos t about 

'fie had one specialist in t he bank here who handles 
the act ual trading and exchange . Hi s name i s Curtin . 
He i s Assistant Cashier of the baa~ and he works under 
my suj)ervisi on. 

It isn' t a question of buying or selling. It ' s the 
i dea of possibly setting up a new cur1·ency for China . 

I see . 

I me:m a man that just deal s with it wouldn' t help 
much woul d it? 

Not much. !low I i magine ,we have Mr . Shepard Morgan 
in our organizat ion who was the a ssistant - you may 
know him - of Parker Buford in Berlin in connection 
with the mark s i tuation . He has a great deal of 
experience . He was in a l l these conf~rences i n 
Europe in connection with t he Dawes ' loan, e tc. 

Well does he know China? 

He doesn't know China . 

I 1vant somebody t hat lhld out ther e . 

Who lives out there? 

Yes who' s been there . 

Vlell we have one man who has been out there 
months or so but that ' s about all we have. 
incidentally, has often been out to China. 

f or six 
Mr. Frank, 

R. U. Jr : Who? 

S: Jir. Frank, our Treasurer. I think he knows quite a 
little about the currency . He isn't a trained economist. 
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B. M.Jr : 

S: 

B. r.t . J r : 

S: 

H. rA. Jr : 

S: 

H.M.Jr : 

S: 

H. lol . Jr . 

S: 

R.11 .Jr: • 6 : 

H. M.Jr : 

S: 

R. !.I.Jr: 

8: 

f!ll .Jr : 

6 : 

n. M.Jr : 

S: 

B. Ll . Jr : 

5 : 

B. M.Jr: 

w S: 

B. !d.Jr: 
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Well we have plenty of those . 

Yes plenty of those . 

But he knows the currency? 

Be knows the currency . 

He would be the best you have then. 
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I i magine he would be the best we have. He has had 
actual exp~rience in China . 

What ' s his name? 

N. R. Funck - F - u - n - c - k. 

Funk? 

Yes . Funck- Assistant Ca~hier . 

Could you have hi m down here tomorr0\'1? 

Yes . 

And have hi m here t o s tay over Sunday? 

Over Sunday? 

Yes . 

Yes surely . 

And let him come down and ask for Dr. Viner see? 

Who? 

Dr . Viner - V i n e r . 

Dr . Viner yes. 

Can he be here t omorrow morning? 

He'll be there tomorrow morning . 

Fine . 

Alright if there i s anything else we can do here we ' ll 
be glad t o do it, Mr . Secretary. 

Funck? 
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!iM.Jr: 

S: 

R.M.Jr : 

P. .!t. J r: 

S: 

B. !l .Jr : 
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Yes ~unck - F u n c k. 

Now remember no cable s to China that anything else 
is going on, you see? 

No - no cabl es . 

Absol ute secrecy. 

Absolutely. 

Ri ght. 

Thank you 

Thank you - goodby . 

Goodby . 

December 13, 1934. 
Thur sday. 
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December 17th 

H. U. Jr. told Lochhead that be wanted a tonnage 
rate on Onited States gold and silver and that be did not want 
to put a rate on the value of a shipment. Lochhead sai d it 
was the custom to do it that way. H. K. Jr. replied: "Let's 
change the custom" . 

The President told H. K. Jr. that the reason he 
gave Bernard Baruch the job he now bas was because he told him 
he was very unhappy and that he was thinking of joining the 
Liberty League . 
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1. Ccmaercial loans b7 be.nlca ban not riaen. 

2. Ie credit aveileble to tboao buainea~ men who do need add~ 

tunda to enable them to contribute to riaing TOlume ot buai­

nees. 

3. SUrTay investiga tes t his question and success ot "loans to 

induatrJ"'. 

l"indinga ot hot 

1. Sma.ll unsatisfied d~ tor credit by solvent borrowers who 

could make sound uae or worki ng capital; but a eieniticant 

• t e>ctor in retarding buaineea recoTOry. 

• 

2. Pressure t or liquidation or old capital l oans ia aerioua . 

3 . Direct lending by Federal Reserve and R.F .c. ao tnr baa bad 

l itt1e effect on genoral atote or crodit. Both agenc i es doing 

efficient work withi n limits or law, but sutter troo onr­

e.xpoctation aroused by optimistic publicity or wbat they cou1d 

do. 

Rac0111Dendat1ona 

1. Knoourage b anks to make 1-yel\r aound capital loana. 

2. Uberal.ize Federal Reaene r ediscount eligibility ru1e. 

~. Aban4on • aloWW oleaaitieetion in exem1nationa. 

•· Oiw up "l.oiiDS to indnatry• ~ Resern Syst.. • 
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~. Continue direct l06rut through R.l'. C. or new inte.-diate 

credit system, and on more liberal beats. 

(a) Permit loans to clear up exist ing indebtedness. 

(b) Permit ~1xed ccp itD.l loona e.e well a e working 

oe.p1 tel loans . 

(c) Abandon policy or me.ldng no installment sale 

loans. 

(d) Abandon policy or Clllldng no loan.s to brertng in­

dustry. 

(e) Give local agencios authority t o close finally 

loans o r leas then $10,000 • 

(!) Uaint ein ot!ices in all cities or 50, 000 or more. 

Description of' the Study 

1. Inception 

In August at suggestion or Secretary or Treasury to find hcta 

(a) Bank liquidity as cause 

(b) Attitude or examining o tticials 

(c) Unrlllingneu to borrow 

(d) Banking riak inTolTed 

2 . Area SurTeyed 

NUmber or banks 

~ ~iguree o~ banka. 

~. Soope ~ Orsanizatlon 

8S:d7 t.nnettaatcrn 

.&11 towu ot 10, 000 or 110re 
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• 

Uoatly l oene ot $10, 000 or laae 

18150 oases 00111pleted 

17BB oasea appraised and t abulated 

1' 97 a pplicants 

4. J.Dalya1s ot Reports 

Purpose ot Loan --- &0:' t or work:1llg capital 

!.!erit of Application --- ~ good; ~ not good 

Reaaon t or Retusal ---

{a) inadequate working capital 

(b) inadequate net worth 

(c) unsati sfactory earnings record 

(d) d1abeliet in capital loons 

:1 . Effect ot interest rate on willingneas to borrow 

I t rata '~• w1.111ng to borrow ~2.& milli on 

• • 61' 

• •• 
.. 
• 

• 

• 
• ~.7 • 
• $ 7., • 

1m:RE IS A STRONG REACTIOlf .A!JONO BANKS Mill BAlli: 

:I:XAWIN:Ii'AS AGAINST liOIUaNO CAPITAL LOJ.NS , AND 

aJRI!ENT CREDIT DIITICOI.T~ CliWrER VXHY URGELY 

.Uoepta4 banking thaorz - ba.nk8 ahould make onl7 sal f­

ll4lu.ldd1ng loana - not elow ar capital loe.na. In 
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poUoa -buD ban al,..,.. •d• capital loene. 

~r• aDd aJBID1nera now atra .. 1QI ~ thaou. Pllb11-

e1alllc _..nauw pol1e1aa. ~ to J"e-e4~aoaw 
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11u11111 .. aD4 public. Stre .. upoaHor proteeUou, u4 

-.pbaaia trust cb&recter ot other people '• _,.. 

miS O.VE (8 "RI O!I'l'!OUSNESS• URCZLY ACCOIJNTAll:U: !'<II 

CURR!NT DISCOII'l'ENT ov.BR UN.lVAILABILI'lY ~ BANX OR!DIT, 

.AND CONSTI1V!J!:9 SERIO'CB OBSTA.CU: TO 'IIJODliSPRIW) ll:XP.AN­

SI ON IN 'VOLWE (8 l!HPLODoiENT .AND PRODUCTION. 

2 . Old Capital x-u. 

LI~UlllA.i'ION 07 OLD IlEB'1'S POSSIBLY A l .'ORE SEBI OOS DIS­

'rolmiNG !'ACTOR 

ETen borrowers who haw kept up interest pa;ymanta end re­

duced principal being toroed to l i quidate. 

Pres sure on old l oan• makee it usel ess to apply t or n ... 

s. Old Debt aDd New Borrowing• 

lln ouh supplied bJ ballka llli&ht be eiez.ed bJ ol4 

credi tors. eo.poeition ot exis ting debt not muoh 

help becauae banlce won •t lend to conc81'!1.8 usill& s uch 

expedients. 

•· Intluenoe ot ~inen 
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Criticie appl1 .. to :r.D.I.O. • -'nere u n ll u natiollal. 

aD4 state UDi~r•. 

state~ 110re ori tio&l ot epm1ner atti~u tban natioa l 

ballka. 

a.u banlca 110re ori uo&l tban le.rse. 
s- MDka .ore libeftl einoe l.eUilillll ot o1aDP4 .. ehinstca 
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atti~ WIIU'4 "al.ow"' lo.u. 

11. Collateral 

Greater iutatenoe on oollateral nc ill put~·· 

:r- cbar&oter loau 

6 . Trade CMdit 

JIUoh -.lliu aituntion tMn bank credit. 

'1. B .. r u4 Liquor Loe.na 

Conaiderable eTidenoe ot dhorlnlllation qainat thia 

illduatrT. 

(a) Not stabilized 

(b) Oftrdnelo~d 

(o) Social and moral. objeotiona 

8 . J'ill&llce Canpaniea 

Many banlao will not led t o tinAllloa oompaniea. 

l6an:r concerna whi ch oannot borrow tl'om banks , borrow 

tl'a:l fillanoe OOIIIpaniU. 

hd..-.1 Direct Loana to Induat17 

camparatinl.y recent dnel o:sment. 

Description of l eg1al at1on authorizing 

Dtreot x-na by the Cllioyo :redere.l Reaene Bank 

Deaoription ot applications 

(a) VOatl)' trom JMnut acturera, proeeaeora and 

-trectore 

(b) lloat l)' tor .all aounta 

( o ) Koatly fi'CICI .aller un1 b 
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(4 ) '" trom d1atr1wtora 

(e ) '" trOCl capital soo4a 111duatnea 

DiapoaitiouM&de ot Applicatioua 

(a ) eeo applicatioua 

(b l 28 approftd uucon41 tiouall:r 

(c) ~ rejected 

(d ) lOll pendint; 

(a } chief reaaoua t or rejection were • iuautticient 

securityW and WUnaatiatactory f inancial condi-

( t ) Technicalities aa t o what are •established• con-

cerua a nd what are •comnorcie.l or indu.atnal• 

purposes • 

(Building ond engineering contrnctara not 

eamcercial or industrial.) 

(Bu.ainaoe bosun 1n Ltay , 1933 ia not eatab-

liahed. ) 

Federal resern ban!t t ollowa much ...,-.e rule in lendint; u do 

eo<nerciel banlta , except will mcke loens or ~r Dllt\lrit}' . 

Direct Loans by the Im: ( Chicceo agency) 

Description or applicatione 

Largest s11161e clua trcm heavy producere • goode 

111dustr1ea. 

Snell loana predcmina te 

D1aposit1on cede or Applicationa 

(a} 1'11 a pplicatioua 
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(b) 106 reject.d in Olicago 

(c) 9 1110re rejected in ll'aehineton 

(d) Chiet dittioultiea are 1n requirteente tor 

•adequate security•; that they ~ be tor 

working capital (not required in tho law); 

a.nd will not be nada t o pay existing indebt-

ednees. 

'ruE SU:J:W!DS 0! T!lE R.:!' .O • .ARE S'I'RIC'IER mAN 'IHOSE C1l 

CCJ:l.ElCUL BAlm! 

mE CF.ICA.GO AGRi'{CY OJ' 'mE R.J' . C. IS t:ORZ RIGID 'nW! IS 

'l'!iE FEDEP.AL ~ l!Ah'JC OF CHICA.GO . 

The application blanks should be aimplitied, and 

procedure donantralized. 

Sol:!e eri t i c i sm ot onrawing aize and a tmoaphere and 

brusque uncooporati'Ye attitude ot RFC ct. TRB ottieiele, 
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December 17th 315 

Sir George Schuster ca.me to see the Secretary. 
The following is the conversation between the two men: 

H. II . Jr. How did you fiDd the conditions on your trip? 

Sir George: Generally there is no doubt that the impression 
is that things are much better. I think there is 
a little conspiracy to be optim1.stic now. What 
are you going to do in regard to the housing policy? 
Ar e you going in for a government financed scheme; 
are you going in for direct cash relief or work relief? 

H.M.Jr . Those a.re t hings which will be settled between now 
and the first of January. 

Sir George. I think a big public works housing scheme competing 
with private enterprises would be dangerous . Unless 
you embark on an excessively extravagant scheme 
{you have the money) you will not bring back recovery. 

H.ll. Jr: One thing t hat people keep talki.ng about Englo.nd and 
the United States working together - I feel that we 
cannot make any real headway until Engl and makes the 
first move towards joining hands on recovery. 

Sir George: What sort of move do you think they could make? I 
think there is a misunderstanding on both sides. 
When you go to the people who have actually got the 
angle of affairs they say we entirely agree but the 
difficulty is putting that 1nto practice . 

H.ll.Jr: I do not believe we will ever get together until 
somebody cracks up. Take for instance we are 
responsible for collectlng revenue. Every single 
ship that smuggles liquor flies the English flag. 
All I ask of the English is to do what every other 
country does . A ship should not be permitted to sail 
for unknown destinations flyi.ng a British flag . We 

H. ll.Jr: We have not used our Stabilization Fund to punish 
anybody. 

Sir George: Do you think that the British have used its Stabili­
zation Fund in that way? 

H.ll.Jr: We do not feel that we can get anywhere with Governor 
Norman. 
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Sir George: Are we deliberately trying to keep it around $5. 00? 

H. K. Jr : I think the British i s competing 1n the world's 
market for its own advantage. 

Sir George : The Stabilization Fund has, I think, been .used t~ 
pr oduce a permanent level. It i s only used to even 
out abnormaJ. situations . The Treasury and the Bank 
of Englan:i work in close contact. 

H. M.Jr: I think it is absolutely hopeless to get together 
With England. 

Sir George: Aur people feel exactly the same way. 

H. M. Jr: I have no 
Treasury. 
with us. 

prejudices. I am a new person in the 
I feel that they do not want to co-operate 

Sir George: I think our people got a shock out of the World 
Economic Conference and, therefore, you are suffering 
for it. 

H.M.Jr : Everybody in the Treasury that had anything to do 
with that conference is out - Acheson, Sprague, 
Jimmy Warburg, Douglas - they have nothing more to 
do wi th the Treasury. Has England been aware of this? 

Sir George : Would you say that the time is ripe for any big 
measure of co-operation now? 

H. M. Jr : I do not like roundabout methods as they always 
have done. If some person connected with the British 
financial end would show any indication of wanting 
to talk they would get a kindly reception at this end. 
I feel that I have been slapped on both cheeks . 
England would have to cross the imaginary line first . 
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B. M. Jr : 

B. M. Jr: 

L: 

H. M. Jr : 

L: 

H. u. Jr: 

L: 

H. M. Jr: 

L: 

H. Ill. Jr: 

L: 

B. M. Jr: 

David Lawrence calling . 

Bello 

317 

I just wanted to tell you I thought that report by 
Viner was the best piece of work I •ve seen done in a 
long time. 

Really? 

Oh I think it ' s a splendi d approach. The technique 
in it is good. The fellow apparently di dn' t pay any 
attention to tryi.ng to whitewash somebody. They wanted 
to get at t he guts of the thing and they did and I think 
they' ve got somethi ng there that ' s very constructive 
and very useful. If we could use the same sor t of 
technique in sort of checking ourselves in other places 
1n t he government l ike Labor and Tennessee Valley we ' d 
have somet~ing that we could stop. 

Well I personally feel that healthy criticism i s good 
and I'm never afraid of it. 

Well I think that this particular thing not only does 
that but it gives you the way out;in many places it ' s 
suggestive . I'm hopeful - of course I suppose it 
wouldn't be useful to do it 1n the other districts 
because it would only show the same t hing probably. 

That's all. 

But on the other hand it has Just occurred to me that 
a lot of fellows in these other di stricts are going to 
read report and say to themselves well I guess it isn't 
the same in our district and so on. It would take an 
awful lot of work t o do it in the other di stricts. 

Well what I had in mind confidentially was to wait a 
couple of months and then go in and check 1n anot her 
district to see whether the things had improved or not. 

Sure. But I thi nk that the whole thing - I 1m going to 
write an article about it . I think that the whole idea 
of authorizing somebody to go out fearlessly and make 
a survey like that and come up with some seri ous con­
tributions l ike that i s one of the most important things 
that could be done. 

Ri ght. 
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L: 

B. II. Jr: 

L: 

II. II. Jr: 

L: 

B. If. Jr: 

L: 

- 2 - 3! 8 

I reall:r lilted it. I read ever:r word of it last night. 
I took it home and read it from beginning to end. 
And while most of the thillgs 1n there I bad ll:nown I had 
DeTer reall:r felt because the:r were corroborated 
with such technical and scientific findings and that's 
wh:r I think the bankers themselves when they read that -
I notice :rou're going to print it - we're going to 
call attention to it 1n our paper and when the copies 
come out they' l l all read it because it' s tremendously 
important. 

That ' s right. 

Well I just wanted to pass that on to you - because 
of the impressi on I got from it . 

I appreciate your calling. 

O.K. 

Thank you. 

Good by 

December 18, 1934. 
Tuesday. 
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December 19th 

Herman Oliphant is trying to crowd me to give FDIC 
$40,000,000 r evenue from the check taxes . I told him I was tired -
not to crowd me - that I might get disagreeable. He then asked 
me whether I had given the President the memo which Oliphant bad 
given me increasing the revenue to J. Edgar Hoover by 1600, 000. 
I said to him: "Just because Hoover gave you a good t1.111e on 
Sunday is no reason for my increasing his budget". "Ser iously 
I've not interfered in a single departmental budget and I would 
not think of going over Bell's bead to the President" . It is 
poor organ1 zation. 

December 20th 

Mayor Walmsley came in to see me to-day. I said: 
"What are they saying in New Orleans about our indictment of 
people like Seymour Weiss who are close to Huey Long"? l:le said: 
"Huey Long got all of his leaders together a few days ago and 
said to them I want you to go out and tell your district captains 
and their lieutenants that there i s nothing to worry about this 
Washington stuff; that I have something on t hat S 0 B cripple in 
the White Bouse th.et will keep him from doing anything against me. 
I know that he tours around in a boat with a degenerate and that 
if I ever spring that be can't touch me" . 
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December 19, 1934. 

("~ The sub-committee on banking legi slation of the Interdepart-

mental Loan Committee met at 1:00 p.m. i n t he office or the secret ary 
or the Treasury . 

Those present were: 

Henry Morgenthau , "r. Secretary or the Treasury, 

T. Jefferson Coolid1 ·e, 1Jnder st.cre te ry or the Treasury, 

Herman Oli phant, Ceneral Counsel, Treasury Department , 

Jacob Viner, Assistant t o the secretory or the Treasury, 

Herbert ! . Caston , Assistant to the Secretary or the Treasury , 
Jesse H. Jones , Chairman, RFC , 

Leo T. Crowley, Chairman RDIC , 

&arrinar s . Eccles, Covernor Federal Reserve Board, 

Ches t er Morr ill , Secretary ?ederal Rese rve Board , 

{i Lynn P. Tall ey , President , Commodity Credit Corpor~tion , 
c . B. 1Jpham. 

The matter under discussion be i~r ler.islatton amendatory or 

the Federa l Reserve hot , W.r. Eccles made an openine statement. SpeAking 

of the fundamental approach to t he problem, he reed the fol l owine three 

pa ragr aphs: 

The formulation of a legislative progr am ie obaolutely 
dependent upon t he determinat i on, f irst , of the ans~er t o the 
fundnmen t a l ques t ion whether or not there shall be lodeed tn 
~ashington full control over , and responsibility ror, the 
conduc t or the Federal Reserve System so rar as the determina­
tion and execution of n~tional economic and monetary policies 
i s concerned . 

It i s essential tha t any pr o• r arn shall provide for strentth­
ening the Peder al Reserve Board which should have such 
respons ibility and dignity as will attract the very highest 
type or persons. 

The Board ' s r esponsibility 
in mat t ers or nat ional poli cy. 
have primary responsibi l ity for 

should not in any way be limited 
The Federal r eserve banks should 
local ma t t ers, for relationships 
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with member baDits, and tor the quality or bank cred1 t. The 
Board could and should ha ve the opportunity or using the 
Federal resene bank Governors and other oft'1c1als in an 
advisor y capacity through an open market committee or o ther­
wise , but the ultimate determination or these policies must 
rest with the Hoard. ?rom the point or view or t he country 
e t • large the i ssue is whether t he fi nancial machinery or the 
country is t o be x;un from \fashihgton , wi th some dane er or 
political interference , or from New York, with def i nite 
assurance that that would be banker control. 

In the very nature or thi ngs , and by reason or lack o r responsi­

bility and authority, Mr. Eccles sa id , the Federal Reserve Board must 

be a weak board . The r egional banks have too much independence and 

autonomy. They are privat el y owned , they det ermine their own open 

market purchases , the member banks elect six or the nine directors . 

In no other country is there representation of commercial banks on 

the board or the central bank. The Covernors or the r epional banks 

have no statut ory authority and yet in some of the banks , the Cover nor 

is the most i mportant factor in the institution . The local board 

selects the GoverJtor and the Governor controls the open market opera-

ti ons . 

Tber e .is considerable demand from Congress a nd from the publ ic 

t or changes in the law because they have no assurance that the fUture 

oper a tions ot' the sys tem will be any more satisfactory than in the 

past . 

Mr. Eccles s tated that from 75 to 90 per cent of the personne1 

is anti-Administrat i on. Mr. ~ones interjected the remark that they 

were not anti-Administr ati on before the present Administr ation came 

into power. 

Mr . Eccles suggest ed t hat section 12 (a) of the !Peder«l Reserve 

Act be amended to make clear that the Federal Reserve Board can 

ini t1ate and fo rce d1sco·mt rates and open market policies • The 
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(~ Board should be authorized to appoint a.n open !118rket co-ittee , anu 

h.ave power to control purchases and sales . 

Mr. Morgenthau pointed out that there bed been no change i n tbe 

volume of holdings or Covernment securities during the whole past 

year. Mr . Jones inquired if there had been any occasion for inareased 

purchases by the reserve system . Mr. Norgenthau stated that the open 

market committee had neither blocked nor helped the program, but added 

that they had endorsed f inencin~ plans in each instance, when consulted 

for advice end opinion. Mr . Jones was or the opinion that tbe 

Administration can influence the conduct of open market operations 

without the legislati on being su~gested. Mr. Coolidge indicated that 

in September Burgess ~ad sold the s~ort-term hol dings or the New York 

bank end helped in o t her ways to make the September conver sion a 

Q aucoess . 

Mr. Morgenthau stated tha t the two things which he and the 

Pres ident and Mr. Eooles had agreed on some weeks ago were that the 

Federal Reserve Board be given the veto power over appointments or 

Covernors of the regional banks , and tha t the open market committee 

should be appointed by end controlled by the Federal Reserve Board. 

He said that he s t ood on that and would work for th~t, but could 

not guarantee anything more than that. L~ . Eccles was or the 

opinion that without those two changes , the Federal Reserve Board 

mipht as lfell be eliminated. 

Mr . Mor&enthau wondered if t here were much use or transferring 

the most important function or the system to the present board , and 

~hether the situation would be any better. Mr. Eccles r eplied that 

() the principle must be dealt with and commented that there will never 

be s good board unless it has some power and authority. Mr. Morgenthau 
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asked what difference it made who the t welve Governor s were if the 
open market fUnction were given to the Board. ur . Eccles was or the 
opinion that they exercise other runctions or importance . 

Mr . Mor&enthau advanced the opinion that Congress does not like 
to "have heads taken orr~, and suggested that it would be easier to 
get the power transferred if per sonal ities were not involved . 

Mr . Eccles stated that there was a conflict between the Governor 
and the 0ha1rman in each bank. Mr. Coolidge was or the opinion that, 
generall y speaking , the app ,intments by the banks or Governors bad 
been bett er than the Government appointments of Chairmen. Mr . 
Oliphant wondered if he meant that the y gave better support to the 
Administration . 

Mr. Crowley s uggested the possib ility or patt erning a reor~aniza-
(ition a£ t er the Farm Credit Administration. Mr. Mors entbau thought not. 

He sugges ted that in that case new Jobs were being created, and i n 
addition the land banks bad no champion 1n Washington. Mr. Jones was 
or t he opinion that a s t rong Governor of the Pederal Reserve Board 
can be virtually the Board, and can control open market operations 
under the present set-up. 

M.r. Eccles advanced as his second proposaJ. tha t the cha irman of 
each r egional bank should be made the chief exec·~tive officer trt th the 
title of Governor . All or the duties or Federal Reserve agent would 
be 1:1ven to him. He would be ex-oC'ficio chairman or an executive 
committee, would serve one y~ar at a salary to be f ixed by the Federal 
Reserve Board and be would be a Class C director . Stron( chairmen 
would be appointed by the Federal Reserve Board . 

1 «) Mr . crowley thought i t would be sufficient to a ppoint strong Chai r­
men under the present law, and cited IUnneapolis as an example where the 
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chairman r an the bank. 

Mr. Korgentheu renewed hie doubt about transferrin~ the open .. 
market fUnct ion to t he present board , and indicat ed that he ronnd 

the Governors of the r egional banks easier to deal with than the 

~ederal Rese~ve Board . , 

Kr. J·ones stated again that the Secretary of the Treasury and 

the Governor of the Federal Reserve Board can do a nything they want 

to under t he present set-up . No legislation is ne eded , in hi s 

opinion , and none s hould be sought now without cl earing with Senator 

Glass and Senator •'letcher. 

Mr. Ol iphant suggested tha t th ere will be several fi e hts on the 

matter in the ~ommittees of ~ongress and that if i t r ete on the f l oor 

the first amendment will be to strike out al l after the enacting 

( ,; clause and i nsert the Cutt i ng bill, and that the second amendment 

wil l be to have the Government take over the stock of the ?ederal 

Reserve banks . 

Mr. Mor genthau r eminded the co~ittee that it had been agreed 

t o take t he legislation fi rst to the President and then to the Hill. 

Mr . Jones said that he wauld confine the legisl ation to transferring 

tho open market committee to the noard and would sell that idea to 

Glass and Fletcher . 

Yr. Oliphant referred to the fact that the Federal Heserve !!Old 

had been taken over over Class ' opposi tion. 

Mr. Oliphant commented that t he countr y is afire with t he i dea 

or i s suing non-interest bearing bonds. Mr . Coolidge replied that 

if the people with money are antagonized , the Government will be 

unable to sell bonds th~t bear interest. Mr. Oliphant said that we 

will have t o "go t o bat" on whether the Administrat ion oan control 
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the tinanctal policy or the country. 

see a committee that will oppose the 
Mr . Coolidpe aaid he wanta t~ 

President if they think they •• 
should . Mr . Oliphant expressed the opinion that pending the creat ion 
or some sort ot t ederal monetary authority, the President ought to 

be able to say whether the money or the people goes into Government 
bonds. 

Mr. Morgentbsu again referred t o the fac t that the President 
had agreed to only two things -- the veto power on Governor appoint­
ments end a transfer or the open market powers to the Federal Reeerv .. 
Boe.rd . 

Mr. Coolidge suggested a compromise. He sai~ he ts thinking or 
bow best to finance the Government on a sound basis during the coming 

year . The reserve banks feel it i s their m~ney which is being 
(~ i nves t ed , and di slike to see the power of investing thei r money 

transferred to someone else . If it is done , there will be resentment 

and 1f a jam comes , it wHl be harder to sell bonds on a sound baste . 
He said that he w.luld like t o have a CO!IIIII ! ttee or the regional 

Governors appoint a part or t he open market committee, and the Federal 
Heserve Board the rest. Mr . Viner suggested three by the Federal 

Reserve Boe.rd end t wo by the Gover nors. Mr. Coolidge suggested vice 
versa . 

Mr . Vor senthau stated that the President ' s idea is to hsve one 

banktng bill with three or four titles. 

wr . Morgenthau asked Gover nor ~ccles to fur nish him with a 

htstory or open market operations in the years from 1927 on - - with 

proposals and actions or the Federal Reserve Board and the regional 

banks in parallel columns . 

Mr . vorgenthau suggested that the present ,orpoaal does not 

Regraded Unclassified 



-7- 326 
( ~ begin to be as ser~ous ss tak!.ng the gold trom the reserve banks a •. 

suggested that it is better t han to wipe out t he present system. 

It it is such a shook that it kills the M~cb fifteenth financing , 

the Treasury can carry on t or three months anyway. 

Mr. Eccles commented that the shock had already been administered 

in the torm ot his appointment as Governor. 

Mr. More enthau suggested that three things be tried: (1) that 

the six appointive members or t he Federal neserve Board be reduced to 

three; (2) th3t two regional Governors be added to the Federal Reserve 

Board as ex otticio members to serve ror t e rms or one year ; and (3) 

t~ansrer the open market committee to the Federal Reserve Board . 

Mr. Viner suggested that the cha irman or the PDIC replace the 

Comptroller or the Curr ency on the ~ederal Reserve Board . 

<• Mr. Ol i phant liked the Morgenthau suggestion becaus e it is a 

step toward a central bank . Mr . Viner liked it because it takes the 

regi onal character out or the sys tem. Nr. Coolidge liked it because 

he likes to see reg i onal governors on the Federal Reserve Board. 

It was suggested that some sort or pension or pay until 

expiration or their terms be provided tor t he members or the Federal 

Reserve Board who are dropped. 

Mr . Gaston suegested that the boards or the t welve regional 

banks meht select the Governors to ~o on t he Federal neser ve Board , 

r a ther than letting the twelve ~overnors do it, to which Mr. Eccles 

said that such an arrangment would s olve the problem of the two 

Governors on the board voting t o select their successors . 

Mr. ~coles reiterated his desire t o combine the ortices or 

the regional Chairman and Governor. 

Mr . Eccles suggeste4 that the Governor ot the l"ederal Reserve 
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Board should be appointed for four years , or that it should be 

co-terminous with his appointment as Gover nor, wh.ich is understood 

t o be for the duration or the Administrat ion. 

Mr. Eccles suggest ed having no r egional Governor s on the 

Federal Reserve Board , but havi~ them appointed t o an open 

market oommittee instead. 

Mr. Mor genthau, Mr . Jones, and Mr. Oliphant were called away, 

and t he meeting continued for a abort time in ~oup oonferenoe 

and d i s cussion . 
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Yes ? 

B.K.Jr: Marriner, I've been thinking this thing over and I think 
i t ' s good business i~ we had O' Connor here at one o'clock. 

Oh gol17 I ----

H.II.Jr. Well it's just a question whether you want him on the 
inside and have a dispute inside the family or whether 
you want him up on the hill saying well he didn' t know 
what ' s going on and then to fight you on the hill . I 
thought it over very carefully and I think it' s good to 
have him here . He ' s a member of your Board. 

Eccles: Well none or the other members of the Board will be there 
and I think at this time it would be a mistake myself . 
I think that he 1o j ust in a position to emasculate 
your program. Well I ' d like to let's get the thing 
cleared with the President and ----

H.K.Jr: The President has ever right to say to me well what 
does the Comptroller think about this thing. 

E: Well he won' t though will he? 

H.K.Jr: Yes I think he will. After all he is the Comptroller 
you can't just frighten him out - he ' s close to Grant . 

E: Of course this pr ogram of mine - it eli minates the 
Comptroller . Now personally I don' t want to take the 
responsibility and if he ' s going to be there I want to 
revise the whole program. 

H .K.Jr: I see. 

E: Because why should I coroe in and suggest these changes . 
As far as the Federal Reserve it really i s not material. 
I mean this e~gamating of your examinations and the . 
quest i on of charters , etc . What I •m suggesting here -
I don ' t want to suggest with the corner there because it 
immediately-- it seems to me that it' s up to the adwdnis­
trati on to do that - it' s up to you as the Secretary -
it's up to the Pres i dent to suggest it but it isn't up 
to me. This is Federa l Reserve legislation that I ' m 
presenting and if O' Connor is going to be there then the 
program Ilve got ought to be greatly a l tered. I would 
very much prefer this time that he not be there and then 
I should say this that I can revise this Comptroller ' s end 

' of i t and go over the Federal Reserve legi slation with him 
as a Board Kember of the Federal Reserve . 

H.K.Jr: O. Jt. 
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E: The.n when it comes .to the Comptroller's part of it 
I think that that 1 s something that you and Leo Crowley 
and I. 

H.».Jr: Well we'll have to present it to him at sometime. 

E: Well I •m willing to do that and I think you're 
absolutely right if he's going to be here but we ' ve 
got to get rid of him. 

H. III.Jr: Right. 

E: Well what are we going to do about it? 

H.III.Jr: Well I'm not going to do anything, Marriner, I didn't 
appoint h.im. I mean the President of the United States 
appointed hi m. 

E: Do you want us over here - as a Member of this Board 
are you in favor of with-drawing this offer? 

H.M.J: Well I'd go through with the thing . You said you'd 
let him know and if he doesn't let you know I would 
with-draw it and appoint somebody else . 

E: I 1d told him that ' s what I was going to do. 

H. M.Jr: Yes. 
n 1 t 

E: And he has/said a damn word. 

H. M.Jr: Well then I don't know when you have your next Board 
meeting . 

E: Well we put it ott till Friday. 

H.».Jr: Well I•d take it up on Friday - it's the last ot the 
week and if he hasn't accepted by then I 1d close it out . 

E: I ' m going to call him tomorrow and tell him that that 1 s 
what I ' m going to recommend then, see. 

H.II.Jr: Right . 

B: Alright then. Well we ' ll be over there at one o ' clock. 
Did llrs. lClotz say anything to you about bringing 
llr. Moyle aver? 

H.III.Jr: That ' s alright. 

E: Alright thanks. 
December 19, 1934 - Wednesday. 
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lleM Leo11 1 a 'Oina o11 the .,...,pMJI aD4 fer :laden fillaAClal Sltuatioo .. 
erpre .. e4 to SecretaJ7 llorceothcl on Deceber 19 , 1934 

flle flow of 1;0ld from country to countrr at the pre .. nt Uae le 110t 

lntlu.eDCed at all b;r balance• of trade but 1e aerel;r the flight of liquid 

capital. .U thla capital tend.• to flow to London 1t would ordlnerll;r 

r .. ult 1n a eb&rp apprec iation of t he poUDd aterllng. 'l'be action of the 

United Statea ln aettlng a fixed bu;rl ns &lid aelllog pri ce for gold &llowe 

Great Britain to bold the pcnm4 aterllog down agalnat the United Statll 

doller b;r aiapl;r purchaelog 4ollera whnenr there 11 a he&"7 inflow of 

capital to Lon4on from t he Contlnnt. If tbe Uni ted Stat11 dhcontlmad 

a fixed price f or gold, Great Brlteln could no l ooger be w.ra of ob tain­

l og gold from the United Statea and would ha'Oe to gl ... up the preaent 

pl&ll of b~ng 4ollara againet aal11 of aterllog. This would deprhe 

the gold epeculatore of at leaet a ml nlmunl fixed price and they would 

gl'Oe up epeculatlon ln gold wi th the rea~lt that theae fund• would flow 

back to bu.alne11 eb•nnela . Britain would be forced to '"lt &II agre•eot 

with the United Statea on exeb&Qgl etabll laatioo . 

• • • • 
Be claima he hae n"'er b"11 in full agreeme.nt with the Sll'Oer Purcha" 

.&.et of 1934 becauee 1t 11 too lntlexlble and. blnda the 'l'reaeur;r to a pol1C7 

of bidding ~p the price of ail'Oer wlth no ft¥ of controlling the ~~&rkat , u 

under the Slher Bill the 1'reaau.r;r cu onl;r tell ail'Oer at $1.29 per OWICe. 

Be teeh that t he aituatlon i n ChlMII b&Didng centere 1a crltinal ~~-.. 

of -oM;r 1 tr1QgiDC:1 and. uncertalntt caulld b;r the draln of a1lnr froe the 
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!1-ial c anhra. !hat thh h 110\ ot azq uaat t.portaDCa aa H att.ch 

oll17 \hoaa Chlueaa intaraa\ad 111 azpor\ tr•• aDd cotton ~lDAI.JIC aUla 

eatablhha4 1u ChiD& b7 11141811 aJI4 Japan .. • 111\araah to al<})loU Chtoaaa 

labor. Ha etataa tb&t toralp b&Jllce ba.,. 'IUitl a lot of lntluanoa on 

tha Chloe .. Qo'l'arliDent 8114 ~clt111all7 aanttonad tha B'oiiC I OIIC all4 

~JICll&i BaDlr:iDC Corporation u ha'l'i"C uaat 1.DtlueDCa on tha Qoftr-nt 

in I&Jllc1~~&. Ha t.ala that ~~ Ullita4 Stataa baa control oftr Japaa b._ 

~•• ot the tact that •• collld etop tha purchaee of allk at 8117 ttaa, 

whteb wolll4 d~ri'l'l tha ot their aatn azport aarkat. Claiaa that aueh 

aeUon would 110t burt our cotton ll<})Ortara aa loaa of aalaa to tha 

Japaneae mU l a would be ottaet b7 waa to other mille to ~lace the 

fl. 
1 

Japanaea output. That the rhe in ail'l'er prleaa burh olllT " eeall par­

cant~ of Ohillaee 1a co~~eurrad in b7 all Ohinaaa he hae contact with 

axc~ti~~& thoaa f111&11Ciall7 1ntaraeta4 in banl<a or al<})Ort trade. 
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Hel.lo? 

Hello. 

Henry llorgenthau, Jr. 

Oh, how do you do, Mr. Secretary. 

Is this Felix Frankfurter. 

.... . ... 
332 

It is end I 1m very sorry I missed you the other day. 

Right. What I called you up about is this. I've talked 
to the President about the development of a program on 
taxation of corporations, you see? 

Yes. 

And particularly holding companies and I understand 
from him that you 1 d have some ideas - partly on 
taxes and partly to be controlled 1n other ways. 

Yes. 

And I don't know whether you'd put it down in writing 
or not but in talking to him about it again this morning 
I said that this is such a tremendous thi.ng that I 
thought if we had to start somewhere we'd start with 
Public Utility Holding Companies. 

Yes . 

And try to work it out on them. 

Yes. 

And then 1.f we got a good formula we could broaden it 
out. 

Yes. 

How does that sound to you? 

Tbat sounds very well indeed. 

And then he said I should get ahold of Cochran and 
Cohen and bring thea into the picture. 

Yes. 

ADd I Just wanted to say that anything that you had 
which )'OU thought would help us 1n formulating this 
thing Wby I'd be delighted to get it. 
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Well now I' ll tell you, 11r. Secretary, while I haTe 
you on the line. 

Yes. 

The President t he other night talked with me about 
a general utility holding program. In connecti on 
with that of course there are many matters which have 
nothing to do with taxation at all. 

Yes . 

-----·-----------·--·--·-----·-------·------
-----------------------------------
--------·---·--·-------·---------------------·---·--------
And fOU know there' s a power co .. i ttee 1n exi s tence 
that s been working on t he problem with reference to 
matters having nothing to do with taxation. And of 
that Committee Cohen i s General Counsel. 

I see. 

Judge Staley, Meyer Cook and such people like that. 

Yes . Well we'd better get together on it. 

----------------·----------·------------·-·--------
----------------------------------------------------
I don't think they've been 1n touch with Jackson. 

Well you see I didn't get the President' s message 
until Monday and I got word to them yesterday -----

---------------------------------------------------
Well I think I' 11 call them up IQY'Selt because on 
account of a little ill feeling about a year ago 
and I'd like to straighten it out and tell them that 
we 're 

Yes - you know it makes a difference. 

I'li call them right away. 

You know thea, don't you? 

Ob yes I do lmow Cochran. 
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F: Well now he ' s as good a banker as any down there . 

H.M. Jr: When you come down the next time I'd like to have 
you and Oliphant and myself eat together. 

F: Fine . Before you ring ott, Kr. Secretary. 

R.M.J r: Surely. 

F: There are two or three other matters - the purpose of 
which is r egulati on for taxation- corporate 
abuses ---------------------- --------------------------------------~_, _______________ , ______________________ _ 
and the Presid~nt during t he last two years talked to 
me about those matters. Hello? 

H.M.Jr: Hello - there ' s something the matter with the wire. 
F: Hello? 

H.M. Jr: Hel lo - I'm pere yet. 

F: These are matters affect ing so-called phone(?) corporations -
a corporation doing business in a state in whi ch it isn't 
incorpoated and not do.1ng busi.ness in a state in which it is . 
And he told me-----------------------------------------------------------------------,------------------. 

H.M.Jr: What I ' m going to tell him is thi s if --

F: There ' s sometllng t he matter w1 th the line - I don 1 t hear you 
H.M.Jr: What I ' m trying to say - I ' ll call him up and tell hi m 

that anything t hat they' re doing we want to work together . 

P: Fine. 

H ••• Jr: And that our end of it is t he tax end of it and -----

F: Just a second - I missed i t all - Hello? Hello? 

H. M.Jr . Hello - what I ' m saying i s that the tax end of it is the 
easiest weapon. 

F: Absolutely. 

B.K.J r : And if t hey' re working on any end that affects the public 
uti l i t i es we ought to be working together. 

Fl. Qui te right. 

B.M.Jr: Because when we get through we want a public uti lity left . 
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B.K.Jr: This corporation - in taxes - we could do an a~ul lot 
you know. 

1: · I think it' s the most powerful way ot getting at these 
things ------------ - ---

R.K.J,r: And I think we could do it very fine. 

F: I don ' t think there's any doubt about that. 

B.K.Jr: And or course the holding utility companies - electri c -
are the worse. 

F: Yes - I don't think there' s any doubt but that that i s 
the most effective way of dealing with the problem. 

B.M.Jr: Any ti.me you've got anything just call me - let me know 
a couple or days before so you can come and have lunch with 
Oliphant and mJself. 

F: Good . Thank you ever so much. Alright Kr. Secretary. 

H.M.Jr: Thank you. 

F: Thank you very much. 

B.K.Jr: Goodby. 

Dece11ber 19, 1934. 
Wednesday • 
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' 
December 21, 1934, 

I.U.ss !loebe 

t..lr, Coolidge 

The Secretary pointed ou t at the meeting yesterday that he felt 

the funds derived from unemployment insurance should be deposited in 

the Treasury tor safekeeping, If thia is to be the case it aeema to 

me that the rate to be paid on such funds should be outside the control 

of the Secretary of the Treasury, It is obvious he would be in an 

embarrassing position because, while the less he pays for the tunda 

would be the most sa tisfactory to the Treasury, it would not be 

satisfactory to t ho beneficia r ies or the money. The rate could be 

eltber fixed in the first place e. t, say, three per cent and be a charge 

agains t t he Treasury for the use of the funds, or i t could vary in 

:~ccordance with eny agreed upon principle , such as the average rate or 

Treasury borrowins s or based on the rediscount rate or the New York 

Bank, or possibly a rate determined by the Reser.e Board es fair from 

tia:e to time, 

I am merely gi ving you these suggestions without attempt ing to 

present any argument as to the best mothod. Onc:a the rums are in 

the hande of the Secretary, the obl igation is a Troaaury obli gation 

and there i s nothing to be gained by the beneficiaries or the tunde aa 

to the method used by the Seoretary in using the funds unlesa be ce.n 

obtain higher rates in the market . It aeeme to me that he should 
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in•eat as far e.s posaible in a apecial aecuri ty beering tilt 

appropriate rata or interest or in marketable obli gations or 

tbe United States, or obligetiona guaranteed by the United States 

yielding a highe r rate . The l4st method might be criticised a s 

~iTing the Treasury too much control over the ~rices of outstanding 

bonds and should be given consideration f rom this point of view, 

but not by your Commit tee. It is a question ~or t he Treasury to 

decide as a matter or f i nancial policy . 
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Bow are you? 

Bow are you old scoundrel - I called you three times. 
I'a terribly sorry that I couldn't be there tonight 
but I'm goi.ng up to the place where our children are 
educated - Deerfield. UT little girl i s appearing as 
a · hero1ne other school play. I haven't seen her since 
she lett Moscow this s~r. She just insists on rq 
coming up. How is your kid - up there? 

Well th-.y got back here last Saturday - they get three 
weeks. 

Oh they're back already. 

Yes . 

Be ' s & nice boy, Henry . 

I think he is. 

He' s a peach. I was delighted to see h.1m.1n Moscow. 

He says that you gave him a good time. 

Was he pleased? 

Oh very much - very much. As a matter ot tact 
when Harry Hopkins met him down at the Vienna he 
took Henry aside and talked to him for an hour. Be 
said he got more out of Henry on housing than he 
got out ot anybody else. 

That's swell. Well look here when are we going to get 
together? 

well I'm leaving Friday to get back Wednesday morning 
so I don't know whether you will be back then or not. 

Well I expect to get back here sometim.e between the 
28th and the let probably. 

Well whenever you get back. 

Well I'll call up right away and we'll ----­

Are you talking from the State Department? 

lfo I'm not. 

Ob. 
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Wh7 do rou want to say anything? 

Wel1 I 1ll just ask you this. 

Yea . 

339 

Bow critical do you think the Chinese situation is? 

Extremely. 

Extremely. 

I can tell you very very briefly over the phone 
Just what it is. The --- now I have th1a from ten 
or fifteen peoP,le . and some or Whom are men that I've 
know for years aDd some whom I've talked wi th. They 
expect or fear - have feared - feared when I left a 
collapse before the Chinese settlement day which is 
the lst of February . What they all said to me was 
that one of the moat important things would be U 
the last (?) government purchasing silver there could 
leave it 1n some National Bank in Shanghai . Well I said 
that ' s simply transparent and said it doesn't mean 
anything. They said the fact is that ~ of the 
sUver reserve has been held by foreign banks 1n their 
own vaults 1n Shanghai and nobody bas ever gotten 
a because they actually 
hadn't left China . They further said that they had 
discovered by a very caret'ul. check-up that the 
immigrant from Chinese outside or the Bank 
of China were v~ry much larger than they had ever saw. 
In fact they were almost three times what they had 
estilllated. Thq sar not until, as I reaeaber the 
t1(ure - 600 llillioo Chinese dollars per annum -
last year 1n the depressing times which balances 
their trade deficit and that the essential thing 1n 
the s ituation was the fact that people saw sUver 
going out or the country and, therefore, there bad 
been and was a very big flight or capital and it was 
goiDC on very very steadily. lty Secretary baa juat 
handed me solll8thing on the phone now - was just put 
1n _, hand says an o~n of a man I consider 
mach ot a competent r 1n that entire country -
would you like me to read :It to you for a second? 

I 've got plenty of time. 
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We~ just let me read you this. wvery much disturbed 
about the present financial situation in China and 
expreased the opinion there might well be a crisis 
before the first of February. Be said that the foreign 
banks in Shanghai and throughout China were w1 thdrawing 
from all commitments which were throwing a an un­
precedented strain on the Chinese banks. That the 
flow or silTer out or t he country was beginning to IIIAke 
eTeryone extremely nerTOus - that there was already 
a flight of capital from the country and it was impossibll 
to say when a panic aight start. Be suggested that it 
might be possible to allay these fears if the goTernmeDt 
of the United States in purchasing silver from China 
would allow the silnr to reiiiAin in the Yaults or 
some American bank in Shanghai. Be menti oned the 
National City Bank of !few York. -------------- -----
Be said that many times as much as 8~ of the s11Yer 
of China had been held by foreign banks and there should 
be no worry whatsoeTer in China because the silver was 
still in the country. Be seemed to rear that this 
measure might really be effective and thought it might 
be advisable to send a mission to Washington to explain 
the financial situation of China. I then expressed the 
opinion that nothing could be more undesirable than a 
mission of such a nature . I said that if the Chinese 
government considered the Chinese Foreign Janister in 
Washington unable to discuss such a question with the 
government of the United States i t might be advisable 
to have one man come unofficially and without 
to explain the situation but that the announcement of 
a mission would produce entirely unpleasant action in 
America. 

Is this you or your man? Who's speaking now is that 
you? 

About just sending one man •• 

Yes. 

I said send one man instead of sending a miSsion - right? 

Did you see mf cable? 

Wo I haven't seen it . 

Well I've asked for one man from the Central Bank of 
China. 

Well that's Te.ry inter a sting - that 1 s a coincidence 
or a great mind. 
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Well now I've tallced with everybody there including 
the Finance Klnlster and and Shung and the Director 
the Bank or China - in fact the latter gentleaan is 
the one !roa whom this quotation came and 1n 1117 
opinlon - you see, Henry, the way I look at it 1s 
this. We're running a policy directed toward keeping 
China !r011 falling c011pletely under the dolllination or 
Japan. 

You're telling me? 

Yes I know it. And the one chance of keeping that 
from happening i s the maintenance or the pOWer of 

who, in 1117 opinion, i s a Tery fine 
fellow and while on the one hand we are .doing ner)'thing 
diplomati cally to support h1lll we've got to be carefUl 
not to make considerable difficulties for him on the 
financial side - I mean he sai d to ae---

Wbo said to you? 

The general and ·eTerybody else - all the leaders -
the Finance Kinlster and all of that - because we know 
perfectly well tbat the United States government is Tery 
friendly to China and that she has absolutely no 
intention by a policy of trying to mess us up but, 
nevertheless, it is messing us up terribly - we can 't 
stop the export or s ilTer - this law we passe4 forbidding 
the export of silver - putting a tax on it doesn't 
mean anything because the Japanese are smuggling it out 
by way or the Tien Shen Railway. They Slllllggle it out 
from Shang Tong in junks . We haven't got enough coast 
defense boats to stop more than one out of every ten 
of the SIIIUggliiJg junks and the British are smggling 
it out Canton ~ to Hong Kong and t he r esult is that 
to stop the thing we have got to stop somehow the out­
flow of money fr0111 here. 

Well l tTe practically stopped i t . 

Well that's swell, I'm r eally deli ghted because ---

Let me ask you this. How IIIUCh of what you' re telling 
me haTe you had a chance to tell the Pres i dent . 

I wish I could reaember accurately. I talked to him 
so .uch about so .any different things that I don't 
re ... ber to what extent I 1ve had the chance to 
•pbasize this particular one. 
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You didn't stress the Chinese th1J11? 

Ob yes I've talked at great length about tbat -
1111ch IDOl"e than on &nTth1n& else but I don't rne•ber 
bow specifically I went into tbis particular th1J11. 
I may have explained i t fairly well. We were talking 
about different aspects of the Far Eastern thing. 

The thing is this . I think we've gone a long Y87 -

I don ' t see why we ---- ------- - - ----------
---------------------------------------------------
Yes. 

I think he can see me on that . 

Can you leave that s tuff there? 

No - I'll tell you why. Under the law we have to 
issue silver certificates agai nst silver we purchase 
so we've got to bring the silver back - you see . •ow 
we can't leave it tbere - got to take it out in January 
or the latter part of February bUt we can't l eave it 
there permanently because we are directed to issue 
silver certificates up to the value of silver purchases, 
see? 

I see perfectly. 

Now the reason that I wanted somebody here was that 
the Chinese Kinister here is a lovely fellow aDd he 
gives a swell dinner bUt what be doesn't know about 
110ney is ----

Well now I say the last thing that was said to me 
by the Minister of Finance on the dock in New York -
the last thing he said was that a missi on be sent 
and I said the same thing to him - !'or God's sake if 
you want to get some results don't spoil i t in advance 
by announcillg a mission but 3ust send somebody like 
little (Pey) ? who is the most intelligent men in 
China, to rq mind. He is the Director of the Bank of 
China in Shanghai and it they send him over it will­
Pey is one of the finest little f ellows I know -
absolutely as straight as a string. 

P e 1 ? 

Yes 
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I 1Te been terribly eabarraesed about the t~ - I 1Te 
been just directed aa an agent and I tbink wel'ye gcme 
a long way. To 8WII up rtq feelings l'n had 1n the 
office here that I was on the pay of the Japanese I'Te 
been earning rtq pay. See? I mean that suma u p rtq 
feelings . 

Yes yea - I agree. That ' s fine. You been i n a lot 
ot hot spots befor e and you've got a good broad shoulder 
I know. 

Well When you get back I'm anxious to see you. 

Thanks a lot Henry 1 good by 

Goodby. 

December 19, 1934. 
Wednesday • 
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FED!IW. RBSZRVB BAH OF liBIJ YORK 

Washincton, D. c. Decnber 18, 1~. 

Excellency& 

We should be greatly obliged if you would be kind 

enough to send in your pr1Tate code a cable in the enclos ed 

!ol'll !roe us, as Fiscal Agent of the Un1 ted States, addressed 

to the Central Bank ot China. We shall be glad to reiaburse 

you tor 8Jl7 expense incurred by you in this connection. 

Thanking y011 for your courtesy and assuring y011 

ot our high regard we beg t o remain . 

His Excellency, 
The Chinese JUnister, 
Washington, D. c • 

Pal thfully yours, 

J. E. Crane, 
Deputy Governor. 
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CABLE 

To: The Central Bank of China 

As Fiscal Agent ot the United States tor the purchase 

of silver, we beg to advise you that for the time being the 

to1low1ng progr .. will be pursued with respect to purchases 

of silver for the account ot the Onited States: 

(a) No sllver in China wi1l be purchased abcwe 

fifty-five cents per tine ounce and none except troa you on 

the basis of a .:~.tual1y satisfactory arrangement; 

(b) When the world price ot silver outside of China 

i s at or below fitty-tive cents per fine ounce purchases of 

silver at hoae or abroad w11l be made as aay be deeaed advisable 

and s teps will be taken to prevent the world price of silver 

froa falling Rbstantially below fifty-five cents per tine ounceJ 

(c) This ·prqtram aay be tulllinated at any time on cme 

week's notice; 

(d) You are invited to send a representative at your 

earliest convenience to discuss these and related matters. 

Federal Reserve Bank of New York • 
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December 27, 1934. 

Mf dear Yr. Secretary: 

I beg to intorm you that I have received the 

following cablegram dated December 27, 1934, tr011 

Dr. B. B. Kung, Kinister of Finance at Nanking, with 

the request that it be communicated to you: 
• 

"Ch.ina deeply appreciates American Govern-

ment's meeting China 's difficulty regard­

ing silver. The Reserve Bank's message 

is receiving moat careful consideration 

and the views of China wUl be COIIIIIIUli-
• cated as soon as practicable. Meanwhile 

I lUI instructed to request that you 

transmit the following troa the Central 

Bank of China to the Federal Reserve Bank: 

•As Chinese Government's fiscal agent we 

have noted the silver purchase procraa set 

forth 1n your coJIIII!Imfcation. We gladly 

Honorable Cordell Hull, 

Secretary or State. 

ISAtpt 
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accept 70111" 1nYitation to send a represent­

atiYe to d1seuss the .atter set forth in 

your message together with related matters 

and shall shortlY adYise you of his name 

and the date of his sailing. ' " 

I am, rq dear ltr. Secretary, 

Ver,r sinCerely yours, 

S.lO-IE ALFRED SZE, 
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December 28, 1934. 

A sub- committee or the Inter departmental Loen Committ ee to 

consider banking legislation in the Comptroller's annual report met 

at 11:15 A.M. in t he offi ce or Undersecretary Coolidge . 

Those present were: r 
Mr. Cool idge , 

Mr. Eccles, 

Mr . Talley, 

Mr . O' Connor , 

Mr . Upham. 

Yr. Eccles made a prelimina r y s t atAment to the e ffect that bts 

understanding and that of Mr. 1\.!orgenthau , to whom he hod Jus t t a lked , 

was tha t the leGtslstive recommendat ions of the Comptroller were not 

t o be cleared except in conJunction with other banking legisl a tion . 

Mr. Co~lidge added t hat the sub-committee was not charged wit h the 

duty of backing up the recommendations of the Comptroller , but with 

seei ng if there are any which are obJectionable or which conflict with 

ot her proposals. Mr. Eccles s t a ted that in his opinion any recommen­

da tions in the report should have the approval of the Admini stration 

befor e be i ng submit t ed to the Cong ress . If the Comptroller s hould 

make a recommendation now, and the President a contrary proposal 

l a t er, it woul d be unfort unate. Mr. Coolidge was of the opinion that 

the whole difficul ty might be avoide d if the Comptroller postponed 

the eubmission or his r eport unt il after the President bod submitt ed 

his banking bi ll t o Congress . 

ur. O' Connor r ead the letter addressed to him by Mr. Morgenthau 

(} under date or December 21, and his reply. Mr. O'Connor said that 

most of his r ecommendations were for technical changes and in most 

instance s involwe4 no i mpor tant matter of department or banking policy. 
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He then proceeded to read and expl ain the recommendations , 

s tarting with one which had not been included 1n the text or his 

report when first submitted, but added l ater, provid ing, in an 

amendment to Section 23 of the Revenue Act of 1934, tor national banks 

t o subtract for income tax purposes t he amount paid by them to the 

RFC as dividends on preferred s tock. Sta t e banks are allowed to 

deduct interest on capital notes sold to the RFC and the Comptroller 

we~ or the opinion that national banks should be placed on e qual 

foot ing. It was a greed to. 

Mr . O' Connor then proceeded with a number of recommendations 

contained in his report . 

l . Inclus ion of partnerships in the definitions of affiliates 

in the Banking ~ct or 193~ was passed for the t ime being. 

2. To amend Section ll (a) or the Banking Act of 1933 to 

except from classification or demand deposits trust funds 

upon which State law requires that interest be paid was 

agreed to. 

3 . To amend Section 12 or the 3anking Act or 1933 to extend 

the t ime within which loans made to bank officers must be 

repaid was agreed to . 

4. To amend Section 13 or the Banking Act of 1933 with respect 

t o l oans by banks to their a ff iliates was agreed to. 

5, Dealing with s ection 16 or the Banking Act or 1933 and 

clarification the reof was aereed to, but the suggest i on was 

made that it be drafted in the form or a definite recommea­

dation for legislative act ion rather than being left to 

the initiative or Congress. 

6 . To amend section 19 of the Banking Act of 1933 whi ch would 
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e xempt a holding company f r om the requirement or o~t~Qning 
a permit to vote upon the question or placing the bank in 

voluntary liqui dation was arreed to . Mr. Eccles aus tested 

that it be developed to include the affiliates or member 

banks as well as t hose of national banks . 

7. Dealing with a contradic~ion between Section 16 of the 

Banking Act or 1933 a nd ~ection 21 of t hat Act was a ereed to. 

S. To amend Section 21 (a) ( 2 ) or the Banking ~ct of 1933 

was agr eed to. 

9 . To amend Section 22 of the Banking Act of 1933 with respect 

to eliminating double liab ility on bank stock was agreed t o . 

after considerable d i s cuss i on with su~restions tha t there 

be included the reouirement tha t double liabilit y might be 

eliminated unt il surplus equals ca~ita~ and the further 

r equir ement that dividends ere not to be paid out or such 

surplus e s . 

10 . To amend Section 5243 , Revi sed Statutes , with respect to the 

use of the word INTERN~TJONAL in the t itle or a State 

institution was agreed to. 

The recommendations with respect to ,-ore were a ereed to with 

the e xception of the one proposing to divert t he proceeds or the 

bank check tax to t he eoiC . Mr. Eccles was of the opini on t hat 

mat t ers relating to the PDIC should be omitted from t he Comptroller ' s 

report. 
The last recommendation of the Comptroller that the Ac t permit -

ting banks to use any United ~tates bonds bearing 3-3/8 percent 

interest or l ese as s ecurity ror tbe issuance or circulati ng notes 

be extended ror another four years was diss~proved. 
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December 28 , 193•. 

The I nter departmental Loan Committ ee met in the offi ce or 

the Secretar y or the Treasury a t 10:30 A.M. 

Those present were : 

Henry Mor genthau , Jr. Secretary or the Treasury, 

T. Jefferson Coolidge , Undersecretary or the Treasury, 

Stanley Reed , General Counsel , Heconstruction Finance Corporation, 

John H. Fahey, Chairman , Rome Owners• Loan ~orporation , 

Lynn P . Talley, President, Com~odity Credit Corporation , 

F.F . Hill , Deputy Governor , Perm Cred1~: Admi nistra tion • 
George H. Peek, President , Kxport-Import Bank , 

.vard M. Buckl,s , Agricultural .:.dju:: tment Administra tion, 

Steward McDonald , Federal Housing Administration , 

Q Warren L. Pierson, General Counsel , Export- Import Bank , 

J . F .T. O' Connor , Comptroller or the Curr ency , . . 
C.B. Upham , Secretary ol" the t:ommi t tee . 

L~r. Talley submi tt"!d a proposed drat't or legislat ton to extend 

the l i fe or the Commodity Credit Corporation. Mr . Moreenthau 

observed that t he President's budGet message wo·~ld have a bearing on 

this and other emergency agencies , and suggested that the matter be 

left until af t er the budg~t message has been made public. 

Mr . Ri ll reported on rerm credit legislation end e sub-committee 

was eppJinted to clea r it . The com,ittee 1s made up or c~vernor 

Wyers , Mr. Davis, Mr . Talley and Mr. Coolidge. 

Mr . Mor gent hau stated that t he President had asked hi~ and 

Mr. Bell i f t he lending agenc ies needed additional money for 

(? administrative expenses , and t hat t he y had a ssur ed t he Pres i dent that 

i t was all in the budget . rhis was confirmed by those present . 
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Mr. Eco.les reported that they are 352 
working on the bank legis-

l a tion which wil l be reques ted by the ?ederal Re s erve System and 

tha t tt should be ready in a week. 

Mr. o •connor report ed that the statute requires him t o submit 

leg i slative recommendations in hts annual r eport, tha t moat of them 

are technical in charact er, and were included in t he Bulkley omn i bus 

banking bill wh i ch was lost i n t he final hours or t he le s t session or 

~ Co~rees . Hi s office bas been embnzass ed ever since by certa in 

nmb1P;u1t1es in the Banking i>ct ot' 193j , whic h he \¥Ould like ~ o have 

cl eared up. The mfttt er was referred t o a s ub- committee made up or 

W~. Coolidge, Mr . Eccl es , Mr . Tal ley a nd Mr. O' Connor. 

Mr. Mor gentbau read a letter of December 26th f r om t he Special 

Adv i ser to the President on ?or eicn Tr ade , with a memorandum at t ached 

() outlining a bill tor e ot abli shine t he ~xport-Import Ba nk by s t a tute. 

I t wa s sta ted that the .,;100 , 000 , 000 i nvolved could be secured from 

the Heconstruc tion ~inance Corporation without i ncreas i ng their 

borrowing l~it. It was expl ained t ha t t he Rus sian bank wi l l be kept 

separ~ te f r om t he Cuban bank , the lat ter serv ing al l the world except 

Russ ia . 

Mr. Morgenthau r eed n l ette r da t s d December 26th, f rom the 

Cha irma n of the ~·ederal Home Loan Dank Uoard. He asked that the 

s e cond $50 , 000,000 ot a $100 ,000,000 au thorization be now appropriated 

ror t he purcha se or oapital stock i n ?eder sl Sav in~s and Loan 

Associations . It havin~ developed that t he Budget Bureau had refused 

t his, v.r . Fahey s t a t ed that he thou~ht he mi ght get it out or the 

Home Owners ' Loan ~ orporetion authorization. Some ~15,000 ,000 of t he 

f irs t $50 , 000 , 000 bas been used, with about ~5 , 000 , 000 add itional 

com.'ll1tte4, and demands coming i n at the rate of about ¥1 , 000 ,000 a week. 
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Mr . Morgenthau inquired ab'lut possible compet ition between 

the Federal Savings and Loan Associations and other Federa l agencies 

insuring mortgaces. Mr. Fahey suggested the appointment or a sub­

committee t o deal with mortgages and housing generally. The 

Commit tee was appointed , to consist or Mr. Fahey , Chairman , Mr. Ickes , 
Mr. Marrett, Mr. Eccles and Mr. "ones . 

Mr. McDonald a r reed to send to Mr. Morgenthau a co, y or Federal 

Housing Administra tion r eeulations , wht ch Mr. Uorgent hau a aid are 
reported by hea rsay to be pretty stringent . 

Mr. Fahey s t ated tha t he woul d like to see developed as soon as 

possible e comprehensive and unified pror ram on housing . Mr. Coolidge 

rep?rted on s plan for legislation t o provide for selling ten-yea r 

bonds at a discount , in multiples or ~25 .00. Tbey~olld sell at 78 

and increase in value to mat nrity , being paid off at par . They would 

be marke ted through postal savings and other agencies. The commi ttee 

approved set ting a limit or ~10 ,000 to any person in any year . Mr. 

Morgenthau t hOU£ht a billion dollars might be raised in this way. It 

was stated that 20-year bonds can now be sold at a discount end there 

are some $50,000 ,000 outstanding. 

Mr. Talley SUF.~ested th~t such an issue woulrl remove the problea 

or investing postal savings runds. 

I t was agreed that there would be no "drive" for sale or the bonds . 

Mr . O' Connor suggested that the CovernmeLt keep the bond ror the 

inves tor and g ive him a r ece ipt , stressing tha t many people ere 

deterred rrom buying bonds because they have no sa1'ekeeping faci lities . 
# d to the development as the r irst encourase-Mr. Moruenthau re.erre 

ment g iven to saving by tbis Administr ation . 

Mr. Fahey suggested similar action with respec;j tO f i ve-year bonds , 
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rtve year money just now. 

' 
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Interdepartmental Loan Committee 

l . Report or sub-committee (Gov. Talley) on extension or the 

Commodity Credit Corporation . 

2. General s t atement by Deputy Covernor Hill or the PCA on 

legislative plans , and appointment or sub-committ ee t o 

meet either Jan . 2 ~r Jan . 3 t o agree on deta ils . 

Governor Myers , 

Mr. Davis , 

Mr. Talley, 

() Kr . Coolidge . 

3 . Report or sub-committee (Mr. Crowley) on FDI C le gislation. 

4. Report or sub- committee (Gov. Eocles) on FRS legislation. 

5 . Clearance or banking legislation suggested in annual report 

or the Comptroller or the Currency. 

355 
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December 30. 1934. 

A sub-committee or the Interdepartment al Loan ComQittee to 

consider banking legislation in the Comptroller's annual report 

met at 2:30 P .M. in t he orrtc~ or the Secretary or the Treasury. 

Those pr esent were: 

Mr. Coolidge, 

Mr. Oliphant , 

Mr . Eccles, 

Ur . Talley. 

Mr. O' Connor, 

Mr. Upham. 

356 

I t was agreed that the Comptroller would dela y his report until 

the Pres ident had submitted banking legislat ion . 

It was agreed that the Comptroller would omit the recommendations 

with respect to the check tax and Nat ional bank notes end that he 

would cont'er further with Mr . J::ccles and Mr . Coolidge with respect 

t o t he inclusion or partnerships as a ff ili ates of banks and with 

r espect to vot i ng permits for a f t'iliates. 
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AFFIDAVIT 

Leo T, Crawley, being rirat duly sworn, on oath depoaea and aayat 

• 1. ·That he does not awn or control any stock or have any pro­
prietary interest whatsoever in any State or llationa.l bank, mutual 
aavinca bank or trust company, or in any company that owns or 
oontrola any such atook, and 

2. That he does not ownor control any :>took or have any pro­
prietary interest whatsoever in any oo~pany that either operates , 
manaces or controls a public utility, and 

S, That he does not own or oon1:rol any stool: or have any pro­
prietary intereat whataoGTer 1n any corporation, association or 
partnership the business or activities or which would be incompatible 
nth hie duties • a public servant, and 

4, That a written agreement has been made whereby his brothers 
have ao arranged their bani: obli.;ations , to which he was a party, 
that he is relieved or any liability, direct or indirect, to any 
State or llational bank, mutual aavinga bani: or trust company, and 

5, That he ia not otherwise indebtod, di rectly or indirectly, 
to any State or llo.tional bank, mutual aavin&s bank or trust com&pny, 

Sworn 
in the 

to and subscribed before me this ~ day or December, 1954 
oity or llnsh1Dgton, D. c. 

~y commission exp1res 

foJV"' It:, !.9,1'1 ary Public -I 

1 
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