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Book Pace 

Arnold , W. W. (Co.ngresaaan, Illinois) 
See Board of Tax Appeals •• • •• ••••••••••••••• • ••••• • •••... VIII 

- B -

Bankhead...Joces Fara Tanallt Bill. or l!'ara Bo.e Corporation Bill. 
See Fara TeD&Dt 8111 ••••••••••.•••••••••• •••••••••...•••• 

Banking Act, 19)5 
Security Ondal"lll"iting Section discuaaed by croup in 

Onder Secretary Coolidge's office 7/l/35 •••• ••••• •• •••• 
Group again diacuasee Security Underwriting Section 7/2/35 

a) Coolidge ea;ya FOR opposes any underwriting by banks 
b) Coolidge says Tom Smith wants privilege excluded fr011 

bill. unl.au liability is waived 
c) J!IIJr euggeeta that O'Connor, ltenned;y, end Coolidge 

do everything necessary in connection with Underwriting 
Section 

d) Eccles aeya bill. in Senate tors 11 •pretty bad" : 
(l) Board cannot delegate power and authority to ita 
members; (2) 4- year tara for Chairman plus fact be cannot 
return to private business for 2 additional years i s bad; 
(3) necessity of reporting to Congress reasons for open 
ssrket operations also bad 

e) Awalt phones: Bill reported out by Senate Banking 
Committee 7/2/35 

IDIJr thinks over Banking Act now that it is out of Commit tee 
71;{>;~~;·b; ·~;·b~;~·~·r;~;~;·r;;;~~·b;; ·~~~;i;d .. 

whole load of national finances without help or 
interference of Federal Reserve Board 

b) Tbinka cou.ntry is riding for fall with present bit-and ­
miss •ethod of spending 11oney 

c) Doesn't want Treasury to be •aola goat" I doesn't want 
to have • to pull some more white rebbits out of bat" 

d) Therefore hoped Feder al Reserve Board would be given 
additional powers and created more or less as a monetary 
authority and so share responsibility 

e ) As now constituted, Federal Reserve Board can suggest 
but have no power to enforoe will on the banks of the 
country 

f) Treasury' a power ia Stabilisation I!'Und; Open llarket 
C~ittee thus kept in line 

g) Propbeai.. 1f present bill. is peaaed rl tb 7 1181lbers of 
Federal RaaerYe Board and 5 GoYernora of Federal Reserve 
Banke foraing Open Jarket C0111111ttee, theN will be 
continual dissension - nothing constructive accaapl1shed; 
•if finanoial situation goea aour, cbanoes are publ1o 
will. bl.- tb .. rather than TreesUJ:7" 

80, 100 

2 
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- B - (Continued) 

Book Page 

Black, Hugo L. 
Asks HMJr for permission to exaaine incoae tax returns 

in connection with lobbying bill just as in connection 
with ocean air mail; IIIIJr tells Olipb&nt - 7/24/35·... VIII 

Boord of Tax Appeals 
FOR, HMJr, and F~le;y decide on Congresaaan Arnold 

(Illinois) and Roger J. Traynor (Callroro.ia) 
Farley wants one political appoint~~ent for Missouri, 
Illinoia, or lllchlgan, so HMJr did not press Arthur 
Mellott (Jtansas) - 7/16/35 •••••••••••••••.•••••••••••• 

IIMJr tells l"DR Carner approvee1 llclnt,-re thnn tells 
IIIIJr ltcAdoo disapproves of Traynor, a Republican) 
Farley and Gibbons now back Mellott (Kansas). 
FOR says" send up nues of Mellott and Arnold''- 7/18/35 

Bonus 
FOR tells HMJr to sea Wright ~tman but adds, •Don't 

coaalt ;yourself in any we;y• - 7/1/35···••••••• ••••• ••• 
Brown, Bert C. (Secret SerTice Operative in Charge -

Detroit , lllchigan) 
Rasuaw of activities in sale of l i quor 7/24/35· · ···· · ···· 

Budget 
FOR, on 7/1/35, tells RMJr next budget will show cut of 

$50, 000,000 from regular appropriations and next year' s 
relief will coat about $2t billion, therefore defici t 
will be only ~ billion. HMJr cynicd about possibility 
7/l/35 .......... . .. .. ... . .. . .............. . . .. . . ... . . . 

FOR asks Director for definlte f igures on (1) all 
unobligated balance& in old relief appropriations; 
(2) all unobligated balances in Public tforks Ad•'nlstrationl 
(3) all unobligated balances in Agri cultural Adjustment 
Adwjn1strat1on - 7/1/35······••• • •• ••••••·········•••• 

HIIJr aalta l"DR what he is going to do with aone;y raised b;y 
taxation; FOR says •retire public debt• ; HIIJr tells FOR 
Bell says "thie plan 1a no good"! public ~be informed 
that each ;year deficit is to be lese, FOR tells HIIJr 
"politically, ;you are right - but with 20- ;year vieepoint , 
I am right" - 7/J/35· . .. . •.. • · · · • • • • • • • • • • · · · · · · • · · · · · • 

Mew York TiiMist •tear ' s deficit $1, 290, 000,000 below eattaate" 
7/3/35 . ......... . .. . .. . ........ . ............. .. .. . .. . .. . 

HIIJr deci des it deficit beg1unlng with 7/1/36 ia to be lese, 
he must study une.ployaent- 7/3/35••••••••••········· · · 

After talk with l"DR on uneaployaent, HIIJr is encouraged\ 
hopes to keep deficit in fiscal 1936 below $3 b1lllon 
and in fiscal 1937 approximatelJ t 2t billion •••••••••••• 

- c -

122 A-C 

80 

100 

2 

132+,170+-
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L4A 

L4 

llO 

Cabinet Chengee 
Farle;r to laet until P'all, 1935, Wallace •on thin ice• 7/3/35 16 

China 
See sunr ..... .. . .... .. . . .. .... . .... .. ....... . ..... . . :.. . ... 93 
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- c - (Ccot.illued) 

Book Page 

Coillage 
Oliphant suggests t¢ and 2!¢ piece because or sales tax 

situations in Colore-do, Illilloie, at cetera - 7/8/35. . VIII ')6, ')8 
Co111111un1ty Chest 

See Swope, Gerard 
Cotton 

See Silver 
Couoterva111ng Duties 

Letter troc FDR to HI&Jr (relating to discrimination by 
Gel'II&DJ' against co.~erce or Dnited States) concerning 
cont.i.Dued appl1catioo to the products or certeiD 
countries ot reduced rates of dut,y est.abllebed under 
Swedish, Belgo-Luxubourg and Haitian Trade Agreements -
7/8/35· . ... • • • • • •. ·, . . . . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37-A 

Customs, Bureau of 
Goldberg case• HMJr tells Ambassador Straus United States 

deslres use of photostatic copies of l"renob Government 
recorda and of Pillet et Cie (Havre) 1n connection with 
smuggl1 ng and Wlderoaluation, obtei.Ded by Wait e ; St.raus 
asked to get French perwdseico - 7/ll/'J').. . . . . ... . ..... 61 · 

Goldberg esse• muora.ndue~ f rao Oliphant.................. 62+ 

- D -
Dewey, Thomas E. (Spacial Prosecutor tor grand jury 

investigation of orga111zed ori-. 1n 
Mew York State) 

Asks IIIIJr, on 7/10/351 for Treasury cooperation; HMJr tells 
h1a be will •turn Treasury i.Daide out to help b1m•....... 48 

Wanta Elliaon C. Palaer, now 1n charge of Alcohol Tax Unit 
1D !lew York. JDIJr ea;ya excellent un but Treasury won ' t 
stand 1n way 1t Palaer wants to go wi tb Dewey 

Tells HIIJr be tbinlcs very little or Secret Service -
espec1e.lly U..n G. Straight, principal Secret Service 
operator 1n New York State 

a) ~r aake Dewey to repeat cri ticiaa of Straight 
to Chief lloran; lloran called 1n - takes great 
excep~on to Dewey' s statements , aeka for positive 
proofs 

Tells BKJr George 11. Hall, press relatione man for Treasury 
1n lew Jerk, alae ••ry bad appoilltllent 

IIIUr arranges tor llawey to aee Harold I. Gra ... a , now 1D 
charge or all treasury investigating torcaa 

- F-
rara T8!UU1t Bill 

IDUr tella fDR coat will be $100 , 000, 000 
l"DR thinks -. aort of bill auet be paaeed; 1183'8 Fahey 

(Hoae Owners' Loan Corporation) expects to use only 
$80,000,000 during th.irt;y-da.y extension period! t hink• 
there llhould be Ut billioo left OY&rJ tbinka $1 billion 
08Jl be allocated to l"ara tenant Bill! IDUr thinks 
Fahey ' s r!Pt to iuue guaranteed boode .uat. be ce.ncelled 
b~fore Fara Tenant Bill i e autboris.cl - 7/f/'Js •.... .•.• • • 2 
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Boolt Page 

Fana Tenant Bill (Continued) 
Group aeets in ortice of Coolidge to diecuss bill 7/l/'J5, . VIII 4 

Bill provides for corporation with $50, 000, 000 and 
authority to ilsue $1,000, 000, 000 in guaranteed bonds; 
Oliphant uphaaizea object is to take )l80ple in 
agricultural districts off relief 7/l/35.............. 6 

Group uets again 7/2/35.. . .. .. .. . .. . ................ ..... 13 
Group aeeta agai.D 7/3/35. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17 

a) IDIJr says, troa Treasur)' point of new, 3 interesting 
tacts1 

1) Bill ca.lla f or issuance or $l bill1on guaranteed 
honda 

2) $50,000,000 capital comes out or $4 billion 8 
work relief fund and so does not affect budget 

3) Another independent agency created in farm lending 
field 

b) Bankhead wants new agency in Department or Agriculture; 
Senate Couittee ucw:JlHng to put egency handling 
50- year paper there 

c) E!II.Jr asks Myers (Farta Credit Adlllnlatration) whether 
he C&ll help t enants under pres ent law; ll)'ers 61lYB •yes• 1 
Farm Credit Adainiatra tion can aake a first aortgage 
loan plus a commissioner's loan up to 75~ normal value 
of property 

d) Alexander (Rural Resettlement , Agriculture) says they 
take best people on relief rolla but they are !!!!1 
most resourceful tenant type1 wishes they could work 
with group Juat above relief rolla 

e) Congreaaaan J ones objects to grants to people on relief 
at lower r ata& than those proposed by Bankhead-lones 
bill 

f) HKJr wants ~ on a f irst mortgage , 25~ on a commissi oner's 
loan, and tben grant from Resettleaent of approximatel,y 
$4000 to lll&ke up difference 

s) HKJr ael<a how much more land will be brought under 
production) 11.r. Bankhead says bill provides there shall 
be no increase 

h) FOR ayapethetic with fiU'!Il tenant needs but auet alao 
watch over interests of TreaaurJ 

i) HKJr auggeata poasibili~ of cancelling Ba.e OWners ' 
LoaD authorhatioo and tranaferring tucde to Fara Bo.e 
Corporation; Bankhead and Jones think this is not practical 

J) After aeetin& Jones te.lla HKJr printely •net to burry 
prograa - that it bas to be headed ott•; J-11 adds he is 

in a •pocket• OD this bill 
treia, Herbert 

See State Des-rt.ezlt •• • • •• • •• • • ••••••• • .• •• .•••• • • • • • • • • • • • • • • 51 
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Boolt Pqe 

Financing, Gonnaeot 
Burgess told by HMJr Treasury wants a Deo.-ber 15th issue 

in 1939 or 1940) Buraeee a&ys 1938 or 1939; HMJr aaka 
Burgaee, •It I aalt you to sell, 12/15/39,#500 aUlion, 
l -3/8, can you do itt• Burgesa saya •yea• - 7/3/35 • ••• 

7/8/35 - Offering of approxiu.taly $500 a1lli011 at par 
and accrued intereat of 4-:rear 5..-ootb 1-3/11% Treaaur;r 
notes of S.riea 8, 1939 .... . .. .... . . . . ................ . 

a) Snbscriptioaa cloeed 7/8/35· ·················· · ··· 
b) Snbacriptiona equal $2 blllion, 970 aUlion 7/ll/35 

7/15435 - Offering of approxiA&tely t 100 million of 
2-7~ Treasury bonds of 1955-60 at not leu than par 
and accrued. i.ntereat ••••.••••• ••..•••.. . . . . .. ... . . . • .. . 

a) Tenders received for $510,958,000, face amount 
received; $101,967,000 accepted at 101-27/32 down tc 
101-19/32 and accrued intereat - 7/18/35····· ··· · · 

b) Allotment figures - 7/18/35······· ······· · · · · · · · · · 
c) Later f 1guree - 8/1/35· · ·••••••••••••••••••••••••· 
d) Final tigurea - 8/6/3') • ••••••..••••••• • •• • ••••.•.• 

ritzgerald, Jaaee T. 
Ginn Ol1ly 90-day appointment - HMJr infonoa FDR and tella 

blll !ennedy is satisfied; FDR BBye, •llo oae can tell 

VIII 14 c-r 

43 .& 
43 B 
65 ! 

66 A-F 

66G 
66 8 

vn: 7 A 
vn: 14.& 

what an Iriabaan will doJ• •• ••• • •••• • ••••••••• •••• •• •• • VIII 2 
rolclcer Planes 

HMJr discusses 5 planes which are not in U88ble condition 
with !daira.l Haalet, Von Paulsen, and Henry s. Cocklin 
(Civilian Aviation Expert) - 7/2/35· ······· · · · · · ··· ·· · · · 

Foreign !!fairs 
FDR tells HMJr of information concerning a treaty between 

England, Geraany, and Japan be bee obtained t~ a 
highly confideotia.l source; places sc.e credence in it 
7/7/35 . .. . .. . . .. . . ... .......................... . ........ . 

rrance 
See T;rade Agree.cent: France and Spa-in • ••.••...•.•••.. • ...• 
Ambassador calla on HMJr 7/18/35·• • • • ••• ••• •••••••••••• •• • 

a) Expreesee gratitude of Tannery (Bank of France) and 
French Gover~ent 

b) Expresses gratitude tor suspension of new taxes on 
iaportation of fieb (Island of St. Pierre) 

c) HMJr tella French !mbaa68dor Treasury waa not consulted 
in apple-wheat business 

~~ - G-
See Countervailing Uuties 

Gold Olauae Securitiea 
Suits againat GovenuM~nt to be barred 
Treaaur;r reaction to Senate Joint Resol ution Ro. l55 given in 

letter !rca IIMJ'r to Senator Fletcher (Chei.rllall, Co.mittee 
on Banking and Currency) - 7/15/35· · · ······ · ····· ·· ···· ·· · 

Group ... ts in Senator netcher'a office prior to IIMJ'r'• 
appearance before eo..ittee - 7/17/35· ········· · ········ · · · 

BMlr'a atate.eot ••.•••• ••••••• •••••••• • ••••••••• • •••• •• • •••• 
Hl&lr tella FDR ~out •-dreaa rebearaal.• •• • •• • • • • • • • • • • • • • • • • • 

12 

10 
100 

67 

89 
91+ 
93 
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- G - (Continued) 

Book Page 

Goldberg , Isadore, and O<l.Jl&IQ' 
or 

Goldberg, I ., a:od Bona, Incorporated 
See c·uatc.a, 8\lr.eau ot • ••• ••••• ••• ••••••••••••.••• ••••••• • 

Crt-, Peter 
Oomin& to Trea•urr on 7/8/35· · ·· ··· · ····· · · · ·· ··· · ·· · · · · ·· 

(Telephone coovereat1on1 Bock VIII, p&(l~ 2 A- D) 
Jones told by HMJr 7/8/35······ · · · ·· · · ·············· · ····· 
Sabatb 8888 IIILI'r CODCerDing appointaent 7/15/35· •••••• ••• • 
Sabatb t&lka to Gri.la at IDIJr' a bouse J now satisfied with 

appointment - 7/15/35··· · ···········• ••••• ••• ••• ••••••• · 
IIILTr tella Gibbooa to get word to Oongr8s&MII Kenneey 

•to aiDd hie own busineea• • •••••••••••••••• ••••••••••••• 
Meeting in office of Sabatb 7/16/ 3') ••• • •• • • • ••• • • • •• • • • • • • 
FaYOrable report or eo..!ttee 7/17/)s ••••••••••••••••••••• 
KMJr tells FOR of favorable report 7/17/3') ••• •••• •• • •••••• 

Cutfe;y Coal Bill 

ou;:;:!Jo -~Ms.:~~~.:-:.~~.~~~:~:~.~~ ... 
- H -

Hell, George 11. (Preas relatioDII representative, Trea8U%'7 
Department, Hew York) 

VIII 6lt 

l 

2.4 A-0 
70 

80 

80 
8l 
92 
9J 

6 

See Dewey, Thomas B... ............. . .. . ....... .. .. ... .. .. . 49 
H.._ood, James (Publisher •C01111111roid Appeal" - Meapbis, 

TeADeasee) 
See !enneseee (ll•phia).... . ......... .. .... . ..... . . .. .. . ... 57 

Houein& 
Sae Gri.la, Peter 

- I -

1Avest1pt1one, Trea8U%'7 PersoADel 
Hargrave case, Bureau ot Internal Rev&Aua: C<~~~greeaa&D SpeACe 

cue iA about )lr. Weigell, iaplicated elso - 7/9/35 •• • • • • .44 
Ita.l.7 

Jcoee, t hrough !aport- Export B&Ak, w&Ats to give 6 a ontb• 
oredit so that Ital7 ceo bu;r 350, 000 belea of cotton. 
HIUr ebeolutel,y opposed - tbinks it wUl be interpreted 
ae United States helping Ital7 •gaiDIIt Ethiopia - 7/30/35 l9S 

- I -

leADed)', J o•eph P. 
See l1tacerald, z .... ! . (wit•'• unole) ••••• ••• ••• •• •••• •••• 2 
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- L -

Leitb-Roee, Sir Freder1ck 
IDUr tella FDR PI1Ulipa ot Stah Des»-rt-nt approached 

CooJ.idge conceru!D& rteit ; FDft IIAd IDUr a.gree British 

Book Pace 

Ambaeeador auet aake first ao.e - 7/2/35 • •• •• • ••• •••••• VIII 10 
Sir Joeiah Staap writes SMJr,auggeeting unofficial 

aeetiog wben Leith- Roaa is in Canada on war to Cbina; 
HMJr declines - June-Jul7, 1935··· ········ ·········· ··· 45,46 

Liquor 
IDIJr concerned about bill on sale of bulk liquor; talks 

to Sohwar& (Internal Revenue , Cbicaso) , Stephenson 
(Internal Rennue, Wewark), Rall (Internal Revenue, 
llew York Cit7) ; ask~ th• to build •a backfire• on 
tbie. Instructions attached - 7 23/35· ·· ·· ···· · ·· · · ··· ll4f 

Saa also Brown, Bert C. ) lloore, c. E.; Pollocl<, c. w. 1 
Treaeurr agents involved in liquor aalea............... 123• 

Long , Rue;r 
GoYernor IIOodf and Eaer Ire7 tall lll&Jr Judge llclllllan 

1e not an.ilable for this cue llince lire. llciUllan 
baa bad an accident, Judge .t.dairal ot Dallas, Texas, 
not aTailable until September 1. Governor lloody must 
hiasalt resign from Goverllllont to represent client on 
Tery iaportant ease - 7/9/35••••••• • •• ••• •• •• ••••••• • •• 47 

IDIJ r tells FDR he has bee infor111ed Long bas persuaded 
Borah to assist him in postponing case until after 

primaries 7/25/35· ··· ·· · ·· ···· ·· ····· · ·············· · ·· 191 

- II -

llcltellar, leDneth (Senator, Tennessee) 
See Tennessee (Meaphis) ••••••••••••••••••••••••••••••• ••• 

llellot t, Arthur 
See Boa.rd or TAX ApJl8-al8 ••••••• • ••••••••••••••••• • • • • • • • • 

lleld.oo 
See SllYer .... . ..... . ................... . ............... . • • • • 

loloore, C. E. (Collector of Internal ReTanue - Cleveland, Ohio) 
Rea~' of case involving actin ties in sale of liquor 

7/2.4/35-7/8/37 (Senator Bulkle7 phones of lloore •s 
resignation) • • •••• •••••••••••••••• • •• • • 

-. -
llatiooal. Youth Ada1n1atrat1011 

J oaephine Roebe tells lllllr •no progreaa - .&ubrer lrilllaaa 
a~•; IDUr tells Bopldne ot b11 concern, since Trea8Ul7 
nae b attaoboed to prosraa; Bopltine aa71 FDR gan bia 
$SO aill.icn and he pereonall.7 11 reaponeible tor Youth 

80'1'--.st - 7/2/'JS •••••••••• • • · · • • • • • • • • • • • • • • • • • · · • • • • • 
See Pearson, G<wera.or of VirgiD l l landa •••••• • • • • • • • • • • • • 

57 

80, 100 

97 

l23t,l6CH, 
178t,l82·• 
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• 
- B - (Cou~inued) 

Book J>a&e 
lew York Cit7 Court Bouse 

Report coucel"ll.ing atatua o! coutruot1011 7/16/35......... Vlll 85t 

- 0 -

ODe-Dollar Bill 
FOR OK'a new one wi th Great Seal - 7/l/Js •• • ••• •• •••••••• 

- p -

Palmer, !lliaon c. (ID charge Alcohol Tax Unit, Jew Iork) 
See Dewey, Tba.as E ••• •.••• ••• ••• ••••• •• • •••••••••.•••••. 

Pat..u, 1lright 
See Bonus •••••••••••••••••••••••••••••••••••••••••• •• • • •• 

Paareon, GoYenaor - Virgin Ialenda 
Ickes tella Josephine Roche, who tells I!I&Jr •President 

wauta hUl •de au Assiataut Adainiatrator or Youth 
AdaiDiatrat1on at once•- 7/22/Js ••••••••••••••••••••• • • 

Perk ina, !'J'ancea 
See Otleaployaent •••• • . • • • •• • •• • • •• • • ••• • • • •. ••• .•. • •. • . • • 

Phillipa, W1ll1a• 
See State Depa-rtment . .. . ..•.. ..... .......... . ..... . ...... 

Pollock, C. W. (Aasistaut Collector of Customs - Cleveland, 
Ohio) 

Reaua~of actiTitiea in sale of liquor 7/24/Js ••• ••• ••• •• 
Post Office at SaD Jose, California 

See San J oae • • ••• • •••••• • ••• ••• • • ••• • • • • • • • • • • • • • • • • • • • • • 
Puerto Rico 

GoYernor Winship calla on I!I&Jr ccmcerDing benef it of 
inoo•e taxes on sugar raised tbere and ant to 
United states- 7/31/Js •.••.•• • .••• •••••.••..••.•.•.. • 

- R -

Roche, loaephine . 
See Wright, -Bill• ••• • •• •.•.••••• •• •. •• •• ••••••.••••• •• •• 
See Unuplo;yJUOt 

- s -

Sebath, Oougrea-.> (~lline.h) 
See az.t-, Pe-ter . •••• •• ••••••••••..•. • • • • • • · .. • • • • · • • • · · • • 

St . Pierre, Ialalld o! 
S.. haAce • •••...••.••• ...•• ...•••• .• • • ••••• .• • .• ••..•.• . . 

Sal•• Tu s.. Coi.Aa&"e ................ . .. .. . ...... . . . ........... .. ... . 

2 

48 

2 

lll 

52 

Sl 

1..43,175 

10 

196 

as 

70, 80,81, 
92,93 

100 

Regraded Unclassified 



- s - (Continued) 

Book 

S&n J oee, Ca11tornia, Poet Office 
BIIJr asks Peoples (Proc~~re~~ent Dhieion) to 8eDd one 

of tbe beet lnepeotore to imeetigate &11,1 gratt 
7/2/35. • • · ·. · · .. ... • •...... . . ............. . . . .......... VIII 

Silver (arranged chronologically} 
FDR tells ID'.Jr he thinks possibly England, Cel"llllley, &lid 

Jap!IJl have united to bre&lc silver market~ HIIJr thinks 
selling merely comes from frightened speculators 7/7/35 

HIIJr asia! FDR about policy: bringing onr 3lllli.llion 
ounces a week or 15- 20 million ounces1 FDR prefers 
small shijJIIellta, otherwiee United States •tips bend 
to the world" 7/10/35 •••••. •• ••.•.. • ..••.••••• .•• •• .• 

HIIJr tells FDR nurry s euae onr1 on 7/9/35 - 67.85; 
on 7/10/35 - 69. 52, during last 4 or 5 cl.l,ys, United 
States acquired 42 a1.llio.n ot.m.cea ............ . ...... .. 

See National Whirligig - 7/13/35········· · · · ··········· 
HIIJr tulia to PittAan about fiJd.ng definite price; 
Pit~ realizes advantage to China, where business 
is done on l ong-tera credit, but advises against it; 
aa,ye also Senator Bankhead thinks raiaing price woUld 
affect price of cotton, BIIJr advisee consulting 
Oscar John60n who will show .!12 relationship between 
two - 7/ll/35 . . .... .......... • • .... • · • • • • • • · · • • •• •• •• 

BIIJr tells FDR interesting idee on Chinese situation; 
9 or 10 months ego, 20 million ounces purchased from 
Chine at 52¢; all but 417501000 ounces delivered. 
Chase National Bank now suggests Chinese Government 
wants to deliver balance to ua in ~. to be put 
in Ta ults of Chase National Bank there . IIIIJ'r suggests 
United States blJ¥ 500,000 ounces a •ooth, stringing 
purchases along for 10 800tb&J we Jai&!lt lose 2! 81llion 
ounces in case of revolution in Shanghai, et cetera, 
but cheap price to "ltid" Chinese along; perhaps 
T. V. Sooag would ll8lce appreciative atste.ent aa tannery 
of France did. IIIIJ'r to talk to Phillips about this 7/17/35 

Joaepbua Daniela (.a.basaador to llexioo) reports on i.Sarview 
with President Cardenas concerning United States policy; 
certain qoestione presented United States - 7/12/35 ••• • • •• • 

IIIIJ'r, Phillips (State Department), et cetera, diseuse 
qu.eat.i.ooa • ••••• • •• •• • • ••• • • • • ••• • ••• •• ••• • ••• •• •••••••••••• 

HIIJr also tells Phillips hie new idea on Cbinese si tuation ••. 
' RMJr a ski IUcholson (Treasury Attache' at Shanghai) concern iDS 

feaai bility ...• . • • • • ...... . .. . ..... . . . . . . ........... • • • • • • • • 
Lochhead report describing original purchase of Chinese 

•UYer •• . • •••••• . ••.•... . •.•.••.••.• • ... . • • . •. •... .•....... 
lellea doesn't apprOTe of Chineee plan) wants to talk to 

IIIIJri Ph1lllpe irked at interference; Welles aaye: 
(lJ nlR wallts continental, not reponal, IIOTe 
(2) FOR wauts cOG!idential aoundiDg out in adnnce 

IIIIJr tells lelles nlR had aeked State Departaent one ,..ar 
ago to approach Cen•da and lle'liool sees no reason to 
del_, loQger - 7/23/3s •••••••••••.•••••.• • ••• • ••.••••..•••• 

DaD.lela apin coD.! ere with EDIJr 7 /24/3S . . . . .... . . • • • · • · • • • • · • 
a1obolson ('freaa1117 Attache' \n Sbanpt) cable a ooo .. eraation 
beh- Ch1an& laJ. Sbelt ud Profeuor Buclt 7/26/35 .... . .. . . 

~ 
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- S - (OontiDued) 

Boolt Pace 

Sl\111 Clearanoe 
!'DR tells HIIJr, •s.:.ett.. before September, Ickes will 

be noti ried he cannot let &DT contracts after 
Septelli:!er 1 ; heavy projects too alow starting•......... VIII 

See &lao llnfllplo)'Milt 
SpaiD 

See Trade Agreement: Prance and SpaiD •••••••• • •• • ••• • •••• 
Stamp, Sir Josiah 

See Leitb-Ross, Sir Frederick • •••••••..•••••••..••• • •• • •• 
State Depart.aent 

FOR tells BMJr he wants to •clean hous e and rebuild•; 
wants to replace Phillips! sake for sU&geationa to 
replace Herbert Feis; ia Jacob Viner the right person? 
HWJr aaya •no - excellent 1D analyziag economic problema, 
not ao gcod 1D taking pieces and building new structure• 
!UIJr thillks notb.iag will happen slnee FDR •bates to f ire 
people and rebuild a new org&Disat1on out of a poor one• 
7/7/35 . . .. . . . .. .. .......• . . .. ............. . .... . ...... . . 

State-Federal Government Rela t1onshipa 
HIIJr sake Haas for chart 7/10/3') ••••.••••••••••• • •••• • •• •• 

State~nte by HIIJr 
By HIIJr 7/ 8/3 '5 before COIIJiittee on llaye and Ileana on 

• proposed taxation of individuals and corporations 
of inheritances and gifts" 

1. Dra.tt • .••• • •••• •• • • •• ••• •••••••••. • • •• • •• •.•••. • • • 
2. Finished statement ••• • •••• •• ••• •• •• ••••••••••••••• 
3. Supplemental state.ent r eturning tax rate schedules 

submitted to Treasury for estimate of probable yield 
By HIIJr 7/17/3'5 before Coouaittee on Banking end Currency 

coDCerning gold-cleuse seouritiea of Onited State s ••••• • 
Strai&)lt, U&n G. (Principal Operator - Secret Service, !lew York) 

See Dewey, ~boaas £ •••• •••••••••••• • ••••••• • •••• • ••••••• • • 
Switzerland 

lla.rriaOD (Federal Reserve, lfew York) tells HIIJr of l etter 
free Boolaun, bead ot Swlaa .. tional Bank, salting for 
personal views about possibUity of Swiss loan - $40~50 
aillion; Rarriaon tells Boolalan he f eels chances of 
floating advantageous loan no better 1D United States 
than at hoae - 7/2/35 •.• ••• •• •••..•.• •• ••••..•... • •• • .•. 

Swope, Gerard 
Telephones BMJr, 11ho N:JS he nopas to give an answer on tax 

aatter very soon - 7/3/35· ··••••• • •••• • •••···· · · · · ··• •·· 
Asks tor ruling pendtting corporations to deduct C01111unity 

Cheat oontributiona es expeneee for iDoOM tax purposes , 
RIIJr disapproves but refers to Olipb&nt 7/11/35 ........ • 

109 

10 

51 

'57 

48 

12 

148 

'59 
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- T -

Tuation 
C:..rner coJatantlJ' aay1ng be could write tu bill in 

20 oai.nutea; FDR thi.nlta he could write ono in 24 houra . 
IIJ(Jr &D&l;yzea FDR' a laat Slli&&ation 1111d sbows it would 
produce ollly $20,000, 000. PDR waota i.nherit&Dce 

;~;:~~-~~-~:~~:~ .~~ - ~~~~-~~.:~:~.~~-~~ 
Raaa-Qliphant memorand~ explaiDing Parker's (Joint 

Committ ee) schedule of rates alld Treasury ' a estimates 
done at request of Senator Rarrison - 7/2/35· ········· 

Stat-nt before Committee on w.,-, and lleaos 7/8/35 on 
• proposed taxation of individuals and corporations 
ot 1nh.erita.ncea a.od gifts" • •• •• • •••••••••••• • •••••• •• 

Supplementel statement return1.nc tax rate schedules 
aub.Ut ted to Treasury for eatiaate of prd:>able yield •• 

FDR &Uillests tiae llaa c011a tor Traeaur;y to help •up on 
Bill•, IDIJr cella Doughton) Douchton a.,. a he will write 
hi1 own tax hill - 7/22/3'5· •••• ••.•••••••••••••••••••• 

Tennessee (Meaphia) 
Ralaond, Ja11111a (Publisher, •C-rcial Appeal•) introduced 

by Senator Rarriaon and not Senator llc!C~llar ( •who is 
part or crooked Stete ri.na") aalta IIJ(Jr to clean up: 
inccae tax violations, liquor, etcetera - 7/10/35···• 

Book 

VIII 

Trade Acr•-nt: France and Spain 
Harrison (Federal Reserve, New York) tells HMJr Chase National 

B&Dk 1a seJidi.na HMJr copy or telacraa sa;yi~~g necotiatioos 
have bean broken offl tells RIIJr Hull eight be interested 
in seeing telegraa - 7/2/35.~ ••••••••••••••••••••••••• 

Traynor , Roger J. (California) 
See Board of tax Appeala •• • ••• • • •• •• • ••••••• • ••• • •• •• • •• 

- 0 -

Uneaplo1J1811t 
Study to be Mde bJ RIIJr so tbat de.ticit, beg1nnina 7/l/36, 

aay be lese - 7/3/35···· ·· ·· · · ··· · ·· · · · ··· · ······· · ·· · 
Loni&ao charta show un•plo;y~~ent tic~.~res have levelled off; 

RIIJr knows aaollllt be~ spent on UD•plo;yaent 18 constantly 
iooreas!Qg - situation auat be presented to FDR. 1!14Jr 
th1nks whole a tter ia beina handled in most haphazard way -
no lona ·ranae plannlniU knows ot no one except Fraocea 
Perlcine with f orce or character, vieion, and iofluance 
who could carry out reallJ' aoUDd procraa - 7/10/35 • • • • • • .... 

HIIJr asks Bae1 for chart ehowine relationship ot all aaenoiea 
d•alia& witb uneaploy.ent - ?/10/35· · ·· · · ······ ·· ····· ··· ··· 

Cba.l"'i I 1.1 Tell • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 

COft!eren.oe (RIIJr, Perlt1.ne, Roplti.M, Roche, Walker, at cetera) i 
KMJr dieoouraged- 7/17/35·· · ··· · ·· ····· · ······ · ···· ·· · ····· 

l 

7+ 

112 

'57 

10 
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- U - (Cao~illued) 

Uneaplor-n~ ( Cont.l.DIIed) 
HMlr aaagesta to FDR 7/18/35: 

1 . Uneaployaen~ oeneua 
2. Ap-po.l.Dtaent ~o nO&Aoy as Eoonoaio Ad.Yiaer to Wa11ter 

(Rational IIMrguc;r Council) a pereoa who O&A be 

Book Pap 

Cba1raan of Co.aitUHI to a~ aituation........... . VUI 100 
CoDfeNDOe (IIIIJr, Roobe, Gill, Lonigan, Rue, not:.:) 7/22/35 106 

a) Gill gi"f'8a llay eatiate or 4,800,000, rroa llhich deduc~ : 
l . Fazwer-operatora 330,000 
2. ~eaplo;rebl88 920,000 BelaDoc .), 4SO.,OOO 
3. College atud.ent aid 100,000 

b) IIIIJ'r ee:ya he favored uaiDg idle factoriee b:y uneaplo:yed; 
Glll ee:r• virtuall,. nothiDg left of that prograa 

IIIIJr tella FDfl •atraight from 8holll4er• tbe:y both know 
$4 bill.ion 8 relict fund is not a aucceea; new plena 
41acuaaed; see Sl\81 Clearance; IIIIJr ea:ya Georgia is oolT 
state to throw uneaplo;rebles beck on oOIIaUDit;r~ United 
States atill baa 900,000+ uneaploye.blas, FDR •aa&Hd.• 
IIIIJr suggests speech b;r FDR right atkr ed,journ.ent ot 
Congress pronded business reco-re.ey eeeaa assured; FDfl 
'••ediatcl;r reheeraea a speech - 7/23/35·· · ·· · ··· · · · · · · ···· lOSt t4 Bllllon 8 ReUef Fund 
Conference rlth HIIJ'r, llcRe111olda, Bartelt (for D. '1. Boll), 

Captain Collins (Procuruent. Division) , and a group of 
aooount&Dta and disbursing otficera - 7/8/35. .. . . . .. . .. .. 25 

a) Progress report given b:y Bartelt.. .. . . .............. 311-
b) Louiaiana Adainistretor bav.lAg bard tiH rlth 

Bue:y Long• a aens IIIIJr proaiees help) rlll take on 
good Deaocrete suited to job, but •not aetting thia 
up on political baaia•; rlll protect aen trom all 
•political beat•.. ........... .. ............... ... ... 25 

c) Captain Collilla explains all puroheaing to be dooe 
b:y Procurellflnt D1 via ion tor proj acta under t4 b 1llioo 8, 
and also tor Tugwell • a Reaettl-nt prograa, but not for 
Rural Electrification, wllich is all on a loan baeia 

d) Bartelt explains Division of Aooounte and Deposita 
cannot go into State accounting; they get a voucher 
covering a grant or loan and treat Youoher aaae aa azt1 
otber oontraot 

e) IIIIJr aalta about naoob .. ot MD worlti.oi1 who reports to 
FDRt Bartelt aqa Bopkina, but Bartelt 'a report rlll 
8hoor uu hour•J 11161r aa:ya QIIYer 11118 °1111D boura• .lA 
report to l'DR 

t) Hopldna bu finance directOra, regional .,. ... !nera . 
oOYering aa••ral atatee, aDd field repreeentat1•e• 
all UDder Corrington Gill 

g) Treaauey reaponaibllit:y tor diaburaing anci accounti.DC 
under •laergeao:y Ralief Appropriation Aot ot 1935" 
read aloud 

b) Liat ot •apeoial repreactati• .. to coordinate proo~nt, 
accounting, and diaburaing aot1Yit1ea in the States• 
attacMd • •••...... ••• ••••••.••• • • • • • • · • • • • • • • • • · · • • • • • • • • • • 35 
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Book Pace 

Unaaplo,_t (Cootinlllld) 
t4 BUlloo 8 Relief Flmd (Cooti.nlled) 

III&Jr telle FDR •atraiibt troa shoulder• thq both lmow 
procraa ia not a aucceea, new plane diecuaMd. 
See &lao UneaplOJllent ; Slua Clearance - 7/23/35. • • • • • • • VIII 108 

IIILTr etlkliea Hopldna• eeooDd report and discusses it 
with Gill; notes: 

a) Where 8.10ount of aone,- ie allotted b7 Stetea, 
they oait nUIIber of people on relief 1.11 eaoh 
State and peroentase of uneaplo,.ed oared for 

b) Be&J.nnin& to a-it olauaa "it is necessary to 
care for at least m ot people on rolla• 7/23/35 113 

IIIUr thinlta certa.i.n dut. ies should bs transferred fro. 
Hopkins to Departaent of Juatice aDd Central 
Statiatieal Board - 7/29/35 •...•.......•... . -... .. . . . . . . . 194 

u. s. s. a. 
IIIIIJr a&ain tells FDR tbat Troyanonlq wants to sea h1a (IIIIIJr) , 

tDR ~· •Do• - 7/lO/ls. ... ... ... ......................... 51 

- v -
Vi.ner, Jacob 

See State Department. . . . .. .. . ...... .. . ....... .. .... . . ...... . 51 

- 'II -

11Ul1s, H. Parker 
III&.Tr tells Thomas w. Phelps (llldl Street Journal) WU11s baa 

recOIIMDded lliedeeker (a crook) to be Financial !dviaer to 
'-erican z.bass.r in Paria - 7/24/ls •••••••••• ••• •••.•••• ••• 

'ricbt, "BUl• 
Joaepb.i.ne ll.oebe tells Hlt.Tr she does not want h1a 1.11 

JlatioDal Youth lloTU&nt; III&Jr dhpleased but qreaa - 7/16/35 

I 

190 A-B 
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July lat 

I asked the President strictly between us how he would 
feel 1t there was a tr811endous a oveaent in Congress to ad­
joiU'Jl and coate back next tall and take up the tax bill then. 
He said he would not tight it . I told the President what I 
had done Wit.h Doughten Thursday ni&ht and how I had refused 
to appear on Tuesday, July 2nd with a complete tax program 
and it had been .r sugges t ion that the hearings be post­
poned until July 8th. The President said that is too lOll& 
I wish you would have 11ade it P'~iday, July 5th. I t old ha 
we could not be ready. I said that Jack Garner has repeabed­
ly sai d that he could write a tax bill in twenty ainutes. 
He nor aQTbodT else could write a tax bill without weeks ot 
study. This was an indirect hit at th.e President who hu 
been saying that he could write one in twenty tour hours. 

I told him how we had taken his aost r ecent sucgestion 
and ana~zed it and t .hat it would produce onlT $20, ooo,ooo . 
This was rrr way ot letting him know that he cannot write a 
tax bill either . He said from now on I want you t o stress 
and have all ot J'Our peopie eaphasize the inheritance tax 
D18thod whereby you treat inheritance as though i t was annual 
income. I looked surprised and he said, I told you to 
soft-pedal that, didn't I ? I did not answer hia because I 
was not sure whether he had or had not. 

I then showed h1a our a ost recent stateaent on our 
silver purdases and he see~d very much pleased. I then said, 
Mr . Presidentt George Haas is preparing ten or t welve differ­
ent methods or raising taxes and we would like to bring thea 
over and show them to you and then let you decide which one 
appeals to J'OU aost. Be aaid can you have i t ready bT 
WednesdV aorning and I said sure, so we have an appotntaent 
tor Oliphant, Haas and ayselt to see the Presi dent at eleven 
o ' clock Wednesday aorning .~. · 

I then 
ing that he 
and I aa to 

told h1a tha~.~eter Grt.. had phoned ae this morn­
is caaing witllllae and that he wUl be down JulT 8 
bring him over at 12:45. 

1 

I then showed the President a stateaent that Bell had 
given me two ainutes before I went over so that I had no time 
to studT it. The point that I wanted to get over to the 
President with this statement was that he could not attord to 
take the tes,.wo,eos that Blach&DIUl had cut Ollt ot the taoo, ooo, ooo . 
General Publ1c Works B111 ani1 gin 1t to TIJ&Well tor bqing l and, 
etc. WhUe the President did n.ot tell ae so,I understand that 
his position had lleen that he would rather take this $86r~OOr~ 
than have the proposed bUl go thra appropriating $200, ooo, Ooo tor 
this parpose. 
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I told h1a that 1t the Bankhead rara Tenant Bill would 
go thru it would cost us $100,ooo,ooo. Be said we have got 
to haYe s011e kind of a tara tenant bUl , t o my surprise. Be 
then t old me that Fahey bad been 1n to see h1a and that he 
only expected to write about $80,000, 000 during the thirty 
day period that be re-opened the right to take applications 
so he certainly ought to have at least one and a halt billion 
lett over. I said if you .ast have a tara tenant b111, I 
think it would be good bu.siness and popular to cancel the 
authority of Fahey to issue bonds by at least one billion 
dollars and allocate that to the !arm tenant bU1. The 
President said tha t would be o . k., that the tara tenant bUl 
ought not to need •ore than $500,000,000. 

I got this idea just out of the air but certainly be­
fore I wU1 go along on letting the !arm tenant bill have the 
right to issue any amount of guarantee bonds I want t o cancel 
the unused a110unt 1n Fahey's organization - othefCtse they 
will give ha another thirty or sixty days in 1Wh c to take 
applications just as long as he has t he authority to issue an 
increased amount of bonds. 

The President then turned to me and said this is July 1st 
and I w11l show you what we are going to do tor our next budget. 
Bs seemed very anxious to get this over to •• and be cut 
$50,000, 000 from the regular appropriations and then said, next 
year's relief will cost about two and a halt billion or we will 
have a deficit according to his figures of about tour billion 
four. (of course 1t we could keep it down to anything like this 
it would be wonderful but after all this is July 1, 1935 and 

next year 's budget is a long long way of!). 

I told hill that we fixed up ll:ennedy today and that he 
told •e that he was very IIUCb pleased and ll:ennedy said I can 1t 

help it that I married into an s . o .B. o! a !amUy - aDd 1When I 
told him that we were giving Ja Fitzgerald only a 90 day ap­
pointment and would have to reappoint him at the end of 90 
days ll:ennedy sai d, and maybe the S.O.B. wUl not live •ore than 
90 days. I repeated this a11 to the President, whereupon be 
ll&de an astcoiah1ng re•arll:, namely, no one can tell 1Whst an 
Irishman will do . 

He o.k ' d the new 11 . 00 bUl with the Great Seal on i t . 

I called the President, tbru ll:annee aDd asked h1a 1t 

he could gbe .. a tip how to handle Wrigh£ Patman. The •••­
sage c... 'back, ta1k to Wright Patun who wants to talk to 
you about the bonus, but the President whispered tor my ear 

only, don 't co-1t yoursel f 1n any way. 

Senator Patman c .. e in to see B.K.,Jr. 

Regraded Unclassified 



H.K.Jr: 
Peter 
Gr1-s 

G: 

H. Jl.Jr: 

H.X.Jr: 

G: 

G: 

G: 

B.M.Jrs 

G: 

B.lf • .rr: 

G: 

H.Jl.Jr: 

Gs 

G: 

Hello. 

JUl,- l, 1~36 • 
.., ... 7. 

Good~. lfr. lforgenthau. 

Hello, ltr. G.U.. I waa beglnn1ng to s1·n up hope I'd 
... ·er hear troa ,-ou. 

Well, I oalled 70U up to tell }"'U that I'a ecw1ng to work 
ror ,-ou. 

Well, sr&Dd. 

U I had oalled ,-ou U7 earlier aa I wanted to do I would 
haYe told ;rou the rneraeJ I oouldn't brlng a;rael1' to do 
lt. 

Well, that t a srand. 

It'ye had a good deal or heartaaha aa ;rou oan laaslne -
it haan' t been easy , but I - I' Ye been eo drawn to 70U on 

011 our two abort rtalta, I'a wllllng to 
tab a ohanoe and go t o -rk ror TOU• 

Well, that's srand. Bow -

You're not planning to be up !lew York lD the next rew da;ra, 
are ,-ouf -

Well, I'• oo-'ns - I '• golng to be on.,. rara traa - 1'1mrl!­
da7, ~da;r, Saturdq' and 81mda7. 

Where la 70Ul' r&J!IIT 

It's looated at Plahklll, Bn York. 

Oh, ;rea. llow, what - I thought or 4olng thla, Ill'. Jforgen­
thau. I thought or ocm1ng to Washington on XODda;r arter­
noon next. 

llonda7 arternoon next. 

.ADd the aake rlnal bua1Deaa detail arrana.-enta Yith J"'U• 

.ADd the I aa4e a long at•n«1ng date to appear at the 
tJaheralt,- or Vlr&1Dla on JU17 lOth ror a ahon apoeeh. 

Oh, ,.. •• 

.AII4 I'd Uke to do that an4 take that - the rest or _.t 
WMk ort an4 get 111 th J"'U OD the followillg JloDd&J' • JJow 
does that aomut to J"'Olf 

!bat'• all richt~ 

m richt, tha ai4)1i0•e - what tS.e Oil lloDd•;r do TOU tMpk 
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H. X. Jr: 

G: 

H. li. Jr: 

G: 

H. N. Jr: 

H. K. Jr: 

G: 

H. K.Jr: 

G: 

H.M.Jr: 

- 2 -

it 'WOUd b e convenient tor - to eee you! 

Well , what I would do would be t h le. I • d get down here 
oh, I think t here' • that plane leaTea up ~ere - get 1 1n 
- I 1 d take that 1110rnlng plane that gete 1n here eround , 
ten-eleven o•olook • 

. 
Well, what I thought ot doing einoe I've got to go down 
to Charlotteav1lle anyway -

Yea. 
- Wednee4ay, I t hought ot motor1ns down on Sun.day after­
noon and b eing there ao.etille at noon on Monday. 

Well , it you oould get t o m:r ott ioe, aay about twelve 
o•oloek. 

And what I 111 trying to do 1a to &l'l'aJlge to have you eee 
the Prealdent. 

Pine. 

So, 1t you ooul4 ooae to ~ ot t i oe, say about twelve 
o • olook a week tl'oa today! 

Al.l right, twelve o' olook a week troa today. 

Beoauae I alwaya lunoh with the Prealdent on Monday and 
wha~ I • d aak b1Ja to do 1e whether I eould brl.ni you in 
right after lunoh. 

G: Pine. Good. 

H. K. Jr: 

G: 

H. II. Jr: 

G: 

Or just before lunch. 

Yea, all right. 

See! 

lll right, DOW -

•ow, what I' ll 4o 1e - I th1nk I'll a&k b1Ja to .-lee an 
appoin'-lt before you - before lunoh. 

All right. 

Beoauee on )(ondaya he' a pret-,. l"'ahecl and I 111 aak b1Ja 
Dow. 

G: .Ul ript. Good. 

H. )( • .Jloo: Bat - I '11 tell b1Ja and then we'll go 1tato the thiDg t~. 
But, I - 4el ip\ect. 
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01 Wall - and tbia -tter 1a Juat between you and - tor 
the aoamt. 

B. II.Jr l And the Pr .. idmt. 

H.II. Jr: I a that r~ghtf 

0 : In oth er word.a, it' a ott the Record until we a1l agree. 

B.K.Jr: 'l'bat'a a1l right. 

0: lll r1ght and I '• "V7 arud.oue to do it. •ow, on Jfond.ay ot 
next week I'll aee you at twelve and I 1 d like you alao at 
that tiae to aae m:r partner, Harold R1ggaman, wh om you'll 
like 'fer,- IIIUoh. 

B.X.Jr: Pine. 

0 : Earle Bailey told me ao ~ ntoa thillga about you that I 
!mow we won't have any ditt1oultiea. 

H.II.Jr: Oh, you went to see Barlef 

G: Oh, yea, I aaw bia that , ... day. 

B.W.Jrt Well, I didn't talk to h1lll, I didn't - I haven't -I didn't 
even !mow that 70u' d aeen h1lll. 

G: I aaw him the aame day I ta1ked to you 
and you 1 11 t1nd Harold R1.gg-

B. JI . J'r: 

G: 

B.ll. Jr: 

0 : 

u.x. Jr: 

0: 

H. X. J'r: 

o, 

H.K • .Tr: 

Ot 

juat the •-• tn~e. 

1rhen he aaya aOJHtlllng 1t baa a 'far,- diati not 
and you don't have to look tor bidden a.ansnga. 

llaa a 'lhatT 

You don't ha'fe tolook tor hidden -ansngaJ you oan a1waya 
und.eratand what he aqa. 

Who 11 thatT 

IU.gg-. 

Good. 

AD4 Bail.,. h the aama way. 

Pine. 

ADd we ha'fe no -

I 

] 
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H ... ll't 

(h 

H • • • .TI'I 

-·-
Well, I'll uJr- tor u QPOl.D'-t tor next "*• eMf 

.u~ J'ls)l1J, u.t•a tin' raM. I'll ... JO'llleD ...u. 

.,.,... o.odb) •• 
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July 1 , 1935 . 

A gr oup met 1n t he otrice or Under Secr etary Coolid~e at 

11 A~. ror cons i dera t ion or the Bankhead Farm Rome Corporation 

Bi ll and t he Security Underwrit ing section ot t he Banking Bill. 

Those present were: 

Benry Uorgenthau, J r. Secretary ot the Treasury, 

T.J. Coolidge, Under Secretary or the Treasury, 

Warriner s . Eccles , COvernor , Federa l ReserYe Board, 

Wm. I . Myers , CoYer nor , ~arm Cr edit Administr ation. 

Herman Oliphant, General Counsel , Treasur y Department, 

Jes se J ones , Chairman, RFC , 

J . F. T. oruonnor, Comptroller or the Currency. 

Leo T. Crowley, Chairman , FDIC , 

D.W. Bell, Commissioner, Accounts and Deposits , 

4 

John B. Burns, Ceneral Counsel, Secur i t ies Exchange Commission, 

O.V. Opper, Assis t ant General ~ounsel , Treasur y Department , 

C.B. Uphem. 

Robt . L. Hoguet, Jr. 

Mr. Birns discus sed t he proposed exemption or banks trom the 

liability imposed 1n Sect ions 11 and 12 or t he Securities Act. He 

said that it was the unantmous opinion of t he Commission that it 

woul d be unwise t o grant the exeapt ion proposed because the liabi-
or 

11ty in Sect ion 11 on a1gne~reg1strat ion statements 1a t or the 

protecti on or those in~estora wbo normally rely on UDderwritera . 

The exemption would create a pr1Yileged class or underwriters and 

would be untair to other gr oupe. He sa i d they cou» see not the 

slightest r eason tor exemption r r om l i ability under Section 11 
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because that ia merely a oo4irication or the ooaaou law liability. 

Re said he undaretood the language or the ;rune 21st print t o be 

~derwrite and sell•. a. thought it would be probably lese 

objectionable if the selling feature were not included. Tbe 

CoCIIIIission has no expression or opin.ion on whether banks should be 

permitted t o underwrite , contining ita comment to exempt ion rrom 

liability. 

Mr. Eccles said that his fir st react ion to the exemption was 

untair. He thought it would put banks right back where the:r got 

in so much t r ouble before. He was of the opinion that the bill 

would give t he right to origi nate as wel l as underwri te . He s a id 

the investment bankers oppose the pr oposal which is raYored by 

commercial banks. 

Mr. Burn.e said the reature which permitted distributions through 

Securi ty Exchanges was particulary objectionable and that the Stook 

Exchange does not permi t distribution without prior registration. 

wr. Korgenthau s uggested t he preparation or a joint memorandwa 

1r the agencies could agree so that there would be a united front 

at t h is end of the avenue. 

Yr . Burns reterr ed to the tact that 5 or the commercial banks 

could underwrite an i ssue or ClOO,OOO,OOO without liability. 

Mr. O' Connor' s c0111111ent na that the same 5 banks could lend 

tha t much money. Be added that something has got to be done to 

open a oapi tal market . 

Mr. Coolidge commented that while the commercial banks could 

lend , investment bankers might not be willina to borrow enough to 
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guarantee a big iss~e . 

Wr .Burna agreed tba t there wea so11111 strellllb i n t he argument 

that money is needed to open ~p capital markets. 

It was agreed tha t a memorandum shoul d be di s tributed and 

the group meet at 11 tomorrow tor turthe» discussion. 

Yr . Myers explained that the Bankhead Bill provides tor a 

corporation with $50 .000,000 capital and the authority t o issue 

$1. ,000 , 000 ,000 1n guaranteed bonds for the purpose or buying 

r s rros to sell to tenants. 

It was agreed that a brief wo~d be prepared on this bill 

for distr i but i on and fUrther discussion at the meeting tomorrow. 

Mr. Ol iphant emphasized the purpose or the Bankhead Bill 

as being to take people in agricultural districts orr at relief . 

6 

Mr . Oliphant agreed to prepare a memorandum on the $300 , 000 , 000 

bond proposal in the Guffey Coal Bill . 
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Stateaent dictated by Haas and Oliphant ror the 
Secretary to hand t o the Vice President, Jul7 2, 19~6. 

Tuesda:y 1110rn1ng at 9 a.m. Senator Harrison called 
the Secretar:y asld.ng hi .m to send down the Treasur:y experts 
to work on the tax bill with the experts rrom the Legis­
lathe Drarting Service. Haas, Jackson and Oliphant were 
sent and the:y arrived 1n Harrison' s private orfice at 10z05 
a . m. -.here Harri son stated he had called Parker to his home 
tt.e night before and discussed a general plan. 

Parker presented a schedule of rates for each of 
t he three measures written 1n pencil. There were discussed 
by Harrison tor some time . 

Haas, Jack.son and Oliphant returned to the Treasury 
at 11 o ' clock. At about llz30 Parker telephoned to Hau' 
office and a ste.nographer t ook down the schedules of retes 
which Parker had prepared and Parker' s estlsates of Wha t 
the:y would :yield. 

The three or us went back to the office of the 
Legislative Council 1n the Senate Office Building at 12 o ' clock 
and spent until 4 o' clock world.ng, not on rates, but upon the 
texts of the three proposed measures. 

The three of us went with Harrison and the legislative 
experts into the meeting of the rull Finance Committee at 
4 p.m. 

At this meeting Senator Clark uk41d Harrison Who had 
prepared these schedules . Harrison asked Parker to answer and 
Parker said be bad prepared them. Senator Clark said to 
Senator Harrison that Harrison bad told members of the Committee 
that Oliphant bad prepared the schedules. 

After the committee had been 1n session a short time 
the es timates on Parker ' s schedules having Just been finished 
in Haas ' shop were brought to Haas. Word that the:y would Tield 
onl:y nominal QIOWltS was passed to Parker end by Parker to 
Senator Harrison. 

Senator Harrison adJourned the Co..tttee lleettnc until 
10 o ' clock Wednesda:y, stating the estimates would not be ready 
until that time. 

Tuesda:y evening and a good part of the night was spent 
at the Treasur:y world.ng over the estimates with Parker, convinc-
1ng him that his estb1atea were altogether too high. 
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Senator Harrison telephoned Oliphant at 9 o'clock 
Wednesdar morning asking that the Tr ea.urr representatiYea 
come down at once to diaousa the situation created ~ the 
mistake Parker had •de 1n his eatiu.tea. Jackson, Oliphant 
and KcLeod arriYed at Barriaon•a office at 10 aiuutea of 10 
Wednesdar 80rn1DI, where untU l0al5 there n• d1acuaaed the 
e•barrassin& situation created ~ the faot that Senator 
Rarriaon had f!!en out Parker'• auacested ratea and Parker•• erroneous eat tea to the newspapers 'luesda;r nenin&. .t.t 
10:15 Senator Harrison asked us all to go to the Co..tttee 
Keeting. He went on ahead and before we arriYed he oame out 
telling us to go back to hia office that he had adjourned 
the meeting stating to the Co..tttee that the Treaaur;r and 
l egislatiYe experts bad worked ar.ost all night and were 
still not read.)< to g1Ye eatiu.tea. 

The Treasury statistical atatf recelYed Parker'• 
r ates about noon Tuesda;r and ~ 4 o ' clock that da1, the 
t lme of the Committee Keetlnl, the1 had the estimates read;r. 
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Ju1v 24 

H.M.Jr. asked Miss Roche wbat progress she was 
making on the Youth Security Program and she said very little 
because Aubrey Willia:as was away and she had to wait until he 
returned. H.M.Jr. asked her i f she would mind it he called 
Harry Hopkins ~d she said she did not but that she did not 
want him to give Harry Hopkins the idea that she was com- . 
plaining. 

H. H. Jr. called Harry Hopkins and said that he had 
been scolding Miss Roche about the progress or the Youth 
Movement; that be was very much worried about it because 
nothing had been started; that Aubrey Williams was out of 
town and that we have at least 1,000 letters unanswered and 
that no one has been appointed to take care of the deluge 
of letters and callers; that this program had ~he Treasury 
name attached to it and that was the reason for his concern. 

Harry Hopkins told H.M.Jr. that the President had 
given him 50 million dollars and that he personally was 
responsible for the Youth Movement . 

9 
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July 2d 

I asked Admiral Peoples verbally to-day to send one 
of his beet Inspectors out to the San Jose Post Of.t"ice to ma.ke 
a thorough innstigation of any gratt. 

B. K.Jr. called Wallace and Marvin Jones and asked 
them to get together with him to discuss the tenant farm bill 
tomorrow at 10 o'clock. Dr. )f;yers , Rex Tugwell, Mr. Coolidge 
and Mr. Oliphant will also be present. 

B.K.Jr. called the President this morning and told 
him that we have orders to take all the s ilver that 1s being 
otrered at 69¢. 

Be aleo tol d the President that Phillips, of the 
State Department, called Coolidge yesterday to inquire why 
we do not wish to drop a hint to have Leith-Ross come here. 
B. W.Jr . told the President that be in:t'oraed Mr. Coolidge that 
he was absolutely opposed to it and that be knew that the 
President was. Ir the British Ambassador asked us to arrange 
such an appointment he would be perfectly agreeable but he 
f elt that the firs t move ehould come from the British. The 
President was 1n entire agreement with Mr. Korgenthau. 

George Harrison phoned and bad the following di s­
cussion with Kr. Morgenthaua 

B1 Row are you, s ir? 

B.W.Jr: I ' m fine. 

B: Say, there were two th!ngs I wanted to aention 
to you. One of them I think 7ou 11187 have already 
had - a tele&ram that came to the Chase Bank about 
the negotiations for a trade treaty between France 
and Spain, having been broken off. 

B.M.Jr: No, I - did that come down here? 

B: Well, I understood they were se.nding you a copy. 

B.W.Jr: Who' s sending ae a copy? 

B: The Chase Bank. 

H. M.Jr: Well 

B: I got a telegraa - copy of the telegraa that thq 
r eceiTed from Paris. 

10 
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B.II.J'r: 

B: 

B. ll. Jr: 

Well! 110st llkel.7 - 110st 111cely Archie Lochhead' a 
got t . • 

Yes! but I - the r eason I'm mentioning it to TOU 
18 t seems to me th.at unless Tou've already heard 
that lllight be very interesting to Ru11. 

Oh, well we'll send i t over to him. I th1Dlt -

B: I thought I would do it - I thought it better come 
from you. 

B. II. J'r: Yes, we'll take care of that - we 'll take care of it 
and have Archie take care of it. 

H: As l ong as theT1Ve broken down i t might be a good 
chance for him to push his Spanish Treaty which be1 s 
talking about. 

B.M.J'r: ll1 right . 

B1 Right. Now, t he other thing is, I got a long letter 
tr- Bockman, who is the bead of the Swias National 
Bank, asking me tor ~ personal views about the 
possibility of a Swiss loan i n this market at some 
t ime 1n the near future . They want 40 or 50 millions 
ot dollars and they say that the difficulty 
i s home. 

B. W.J'r: Yes . 

B: The r ates there on government bonds are around ~ 
which they thinlt is too high and be asked me 1n the 
letter not to discuss it or mention it to an7body 
at all 1n the earltet, so I haven't done it, but l 1ve 
written him a letter mer ely saying that 1n view of 
present conditi ons while abort-time 1110ney here 1n 
our own Treasury bonds are low; that 1n view of 
pres ent conditi ons abroad and the banking troubles 
1n Switzerland and the talk about monetary adJust­
menta over there, I didn' t tbinlt he ' d do any better 
1n this earket than he would at bo•, and I just 
wanted to let you knew that I bad gotten that letter 
fro• h1a and bow I was anewering hia. 

B. M • .Tr: Bow, as I understand i t , you're discouraging b1.m. 

B: Yes. 

H.II.J'rl Ri ght. 

B1 Because I don't think h e could poaaib]J' do ~ here. 
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H.M. Jr: 

H: 

B.M.Jr : 

H: 

H.I4.Jr: 

H: 

B. M.J r: 

H: 

B. W. Jr : 

H: 

I see. 

With conditions in Bwitzerla.nd li.S they are . Be 
doesn't let me t alk to the llarket about it so I 
can• t check up -r judpaent on the outside, but 
I thinlt he ' d be foolish to try to noat a loan -
Swiss loan here now for 50 llllllion dollars. 

Yes. Well, I•ll take your advice . 

Yes, but I just wanted to let you know the ins i de 
in case· you hea.rd ot it outside. 

That's right. 

So you'd know what i t was all about. 

Well, thank you. 

All right. 

Thank you. 

Goodby. 

H.K.Jr . called in Admiral Hamlet, Von Paulsen and 
Mr. Henry s. Cocklin, Ci vilian Aviation Exper t, to di scuss 
the 5 Fokker planes which are not in useable conditi on and 
which Mr. llorgenthau feels should either be 11tbrown in the 
ocean• or •swapped11 or put into fl71ng condition. 

Von Paulsen told Mr. Morgentbau that they have, 
on several occasions, tried to repair them but their latest 
idea i s to have new nacelles put i nt o the planes ; that they 
were waiting for written contirlll8t1on tr0111 the lfavy and that 
just as soon as this was received the plane:J would be shipped 
t o tbe Philadelphia Navy Yard tor repairs . Be said it would 
take about eight weeks and would cost about te,ooo. Mr. Kor­
gentbau promised to ask the Navy to hurry these r epairs just 
as soon as Von Paulsen notified hllll that written confirmation 
was received from the Navy Department. 

It was al so agr eed to 11181ntai n a Douglas at the 
Floyd Bennett Field with a crew tor rescue wor k and law en­
forcement for the 1110nths of Julf and August. 

B. K. Jr. asked Von Paulsen to stay behind and returnc 
to hill the report which he gave hia a week ago and asked b1a to 
take out his criti ciaa of J.dairal llaalet. Be did this entirely 
for Von Paulsen as be did not want this written cri ticisa to 
be held against Von Paulsen. 
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Tuly 2 , 1935. 

A group met in the cttice ot OUder Secretary Coolidge to 

discuss the Banking Act ot 19~ and the Farm Hoae Act (Bankhead 

Bill ). Tbose present ~ere: 

Henry Uorgenthau, Tr., Secretary or the Treasury, 

T.J . Coolidge , Under Secretary or the Treasury, 

Jesee Jones, Chairman, RPC 

Leo T'. Crowley, Cnairman, FDIC , 

J.F.T. O'Connor , Comptroller or the Currency, 

Warriner s . Bccles, Governor, Federal Reserve Board , 

H. A. UUlligan, Treasurer, RPC, 

R.L. Hoguet, J r. 

O. B. Upham. 

13 

Since the Senate Banking Committee put back into the Banking 

Bill the provisi on that banks which underwrite shall be subject to 

the liabiliti es ot Sections 11 and 12 or the Securities Act, 

Mr . Kennedy or the SEC sent no representative to the meeting and 

informed us that the letter wbl ch had been drafted ror transmission 

to Senator Fletcher would not be mailed. 

~. Coolidge reported that the President was against banks 

underwriting at all . Moreover, he added, the banks did not want 
to 

to underwrite i f they were to be subjected/the liability wh ich the 

Senate Committee has placed in the bill. He reported that Tom 

Smith i s eager that the pr ivilege or underwriting be excluded from 

t he bill entirely Ullleaa liability is waived. 

Mr . O'Connor gave some cr iticism or the Xennedy-Pletcher letter 

and explained that there 1a aoM dltterence between ba.nlt underwriter• 

and other underwriters 1ll that in the oase or banks the liabi lity 

,. 
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1s on tho depositors r ather then on partners in the t1r.. 

Kr. Crowley raised the question whether uytbill{; could be dona 
about trying t o get the section out on the t l oor ot t he Senate 
and Mr. Eccles was tor leaving 1t to conrerence adjustment . 

Mr . Coolidge agreed with Yr . Eccles and opposed any idea ot 
tixing the liability on otticers and directors ot the bank. 

Yr. o · a~nnor and Mr. Eccles agreed that the section in the 
torm r eported by the Senate Committee would be a dead letter. 

ur. Cooll 1ge said that Mr. Morgenthau was opposed t o the reserve 
restrict ions oo/ban.ks buying Government securities direct t r om 
the Government. 

Mr. Korgenthau came in at this point and stated that consi dera­
tion ot the Bankhead Bill would be postponed until 10 o ' clock 
tomorrow when Secretary Wallace, Senator Bankhead , Governor Myers 
and Congr essman Jones would be present. 

Yr. Morgenthau s tated that Yr. Cooli dge was to represent ht. 
and aat tor him on the Banking Bill. He r eported that the President 
is opposed to bank underwriting on any terms -- that he has no 
strong opinion on ot her details but went along pretty well with 
Mr . Eccles in his position. Re suggested that Mr. O•connor, 
Mr . Kennldy and Mr. Coolidge meet as otten as necessar y to do what 
may be needed 1n connection with the underwriting sect ion. He 

/ 

repor ted t hat t he President told Mr . Eccles t o conter with t he Vice­
President a nd Senator Flet cher and get their aevice. Mr . Kor genthau 
thought Mr . Coolidge ought to go al ong . 

Mr. Eccles interposed to say that their advice was t o be sought 
with reapect t o the po .. 1b1lity or appointment or Senate contereea 
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friendly to hie re•1a1ona. 

Mr. Crowley opposed any apeoial arrangeaent t or conferees. 

Re said tbat there was str ong precedent in the aatter and that 

only today Speaker Byrne had reattiraed his intention t o appoint 

ranking committee member s . Mr . Crowley was str ong 1n the bal let 

that we would not get what we want by s t arting a row. 

Wr. ~orgenthau said that he thought no one should go t o the 

Hill unless t hey were called and Mr. Jones agreed that he was 10~ 

right. 

Mr . Korgenthau said that Mr. Crowley , Mr. Bpc les and Kr. O' Connor 

were the administrat ors or the law and tha t they should work out 

what they want done and make sure that all know what each is doing . 

Mr. Crowley asked Mr. Eccles bow bad the bill in the Senate 

rorm is and Mr . Eccles replied that it is pretty bad. He mentioned 

thst the Hoard can't delegate power and authorityw i t s member s. 

Re sai d the tour-year t erm tor the Chai rman i s bad, particularly 

since he can ' t return to private business tor t wo years unless be 

bas served the full t en.. The necessity to report to Congress 

reasons tor open market operati ons he t hought bad. Re obJected to 

the penalty rate on advances in Section 10 (b) or t he ?ederal 

Reserve Act. 

At this point Mr . Awalt telephoned to say that the Senate 

Banking Committee had reported out the Banking Bill . 

Kr . Eccles explained t hat on the three credit control funct ions 

there was no unitoraity. I n t he case or the discount rates , 

initiat ory action can be t aken by a maJority or the Federal Reserve 

Board. I n tbe caae ot changes in reserve requirements it t akes e 
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Yote or tiYe or the seven meabers . In the case otcpen market 

operations, action is by the entire Board plus 5 ReserYe Bank 

Covernors. 

Mr. Eccles thoufht it unto~nate that the Board was made 

pol itical, to consist or 4 Democrats and 3 Republicans. He thought 

i neli g ib11ity tor reappointment attar serving one term a mistake . 

He thought the exclusion or Reserve System objection would open 

the way tor the Goldsborough amendment a nd raise questions or 

oonGt itutionalit y. 

Mr . Crowley commented tha t they nee~ed something for trading 

bet ween the two Houses . 

Ur . Eccles expressed rear that s enator Borah would tight on 

the t l oor of the Senate tor insertion o r the Coldsborourh amendment . 

Be objected to t he deletion of the provision which would elimlnate 

the necessity tor collateral t or Federal Reserve Notes. He thought 

the Board should be g iven more discretion in waiving requirements 

for membership. He said that it would be necessary to have a 
committee 

conference/to decide what is the right thing to do. 
all 

Wr . Crowley commented that if/the things ment ioned by Wr . !coles 

were sought t hat the whole bill would be rewritten in conference . 

He recommended asking ror only a raw or the more important changes . 

Mr . O' Connor agreed that the least disturbance was the best . 
U' 

Mr . Eccles said that/they were going to have a new Board 

h.e would prater a Board of 5 instead or 7. Be objected to letting 

the public t hink that we have something when we haven ' t . He was 

inclined to make a public s t a tement al ong that line . 

Nr. Crowley commented that after all Titles I and III were 
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eattstaot ory ud t hat TUle II did gh e so- oeDtral1za t1oa of 

control an.d t hat, i n hta op1111on, the bill was pret ty sattstaotory. 

Yr. Crowley urged Mr. Ecoles not to 1saue any publio sta t ... llt 0 

to which Nr. Eccles r epl i ed the public had said plenty about hua 
he 

udf did not WSllt his pos ition t o be misinterpreted. 

Mr. Eccl es continued tha t he r ea l l y didll' t reel bad 8lld 

that as a IDStter ot ract he got mor e out or the Senate Committee 

th8ll he had expected, to which Ur. Cr owl ey comment ed that he 

• thought we get a good deal . 
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hly A4 

I said to the President, •I do not care, tor the -nt, 
'tlbether it ia tour, the or a1x hundred a1ll1on dollars that you 
ara goin& to raiae b7 taxea. What are you going to do with itt• 

The President said, •we are coi111 to retire the public 
debt• . I told him that Bell said that thia waa no good. You 
retire &00 million bonds with th1a mone7 but it does not decrease 
your deficit b7 a dollar. We ••t let the public know that each 
year your deficit is goin& to be leas. It you go on the way you 
are now, next year 7~ deficit will be greater. 

The President said, •pol1ticall7 yon are right but 
with a 20 year Tinpoint I aa rieht•. I said to the President, 
•attar you get all throuch and COM to the conclusion har.uch 
money you are goin& to raise w1l1 yon prOIIiae to aee Bell and 
ae aa to how we are goinc to uae thia 110neT'• 

• 
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·------------------------~ 
Year's Deficit $1,290,000,000 Below Estimate 
As the Receipts, Are Higher anJ Costs Lower 

WASl:I.INOTON, July 2.-n.. tncted. Th• taller l• a bookkMplq 
TrtUUf')' ~M.ed lbe n.e&1 7Mr on Uena W"-en t.h• 4•t•dt u~eed• th« 
June 10 In a m\tdl mora ravoraltla amoont "' u ldt aanua1t)o by law 
poe.IUon tbu wu roreeut l.a no~ for debt r-aUnmea1. 
m."- ma4a Ia tha llucl.r-at m-.ca Wr • .J.Lo.re .. tba.u.. Ia d~qtha 
"--' to c.a-reu In Jaouary lly pubUo 4e\t, put a value o r $4,017,• 
Pr .. tdent Ro0M:velt, ~ to 000,000 Oft ...... . of tboe J0¥.,.1naant, 
aa ot.ftd al -.ceou.aUo& DUde by See- ndli u Joe.u by tha Re('OtMtnacUoa 
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SWope: 

B ••• J'rs 

S: 

S: 

B.Y.Jr: 

S: 

B.K.Jr: 

S: 

H.li.Jr: 

S: 

S: 

H.K.Jr: 

S: 

H. K.J'r: 

S: 

S: 

B.li.Jr: 

S: 

S: 

B. X.Jr: 
S: 

Bello, 111-. SeoretarJ. 

Y e e, Ill-• SWope • 

Bow' re J'OU todaJf 

I 1a all right, thaDk J'Oil • 

Lovel7 da7 here' I hope 1t 1an1 t too hot down there. 

llo, ever,.thing 1 • t'1ne. Do you want to know about J'Oill' 
tax -tter? 

That'• just 'rbat I called J'OU up about, to aee 1t' thero•a 
any hitch, and 1t' we could help. 

•o, there'• no hitch, but 1t1 a on! me- I 've been a little 
ru.hed and-

I bow that. 

- and t h o eerlleat I could let J'OU - give J'OU an anner 
would be next 1londay or 'l'ueadaJ'. 

That would be all right. And now, 111'. SeoretarJ, would 1t 
help any 1t' we could have one ot' our people cOIU down to 
talk to your people or nott 

Joi 1t1 a not neoeaaary- 1t'• just a quoat1on that was 
t'1 tor1ng through -.q brain. 

(Laugh1ng ) 

Yea. 

All right~ I 'll let 1t rest there. 

And I don't think an,t~o4;1 can help - on that. 

Well, I don't bow ot an7bod7 that can help J'011 any aore 
et't'ect1vely than you can help )'Oill'aelt'. 

Well, by Jlonday or Tuesday at ~ lahat you'll have a 
det'1n1te answer. 

Thank you ld ncn y. 

I'a •OFrT 1t' a been ao alow, but tilere' • been -

All right, Ill-. SeoretarJ. 

.,.nlr you .,..,. -.h. 

Gooclb,-e. 

Oooo,-.. 
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w. Randolph 
Burgees: Bello. 

B. M.Jrs 

B: 

B.K. Jr: 

B: 

B.K. Jr: 

B: 

B. M. Jrs 

B: 

B: 

B. K. Jrs 

Bs 

B. K. Jr: 

B: 

u.x • .rr: 
B: 

B. K.Jr: 

B: 

B. ll. Jrs 

Bs 

B: 

Hello. 

Bello, air. 

Burgeaa -

Yea. 

I've got 1n t he ortice here with .e Cooli4ge, Bell, 
Haaa, lira. nota and we're tal1d.ll8 about - now, we'•e 
got it down to a December l&th iuue, either in thirty­
nine or in torty. 

Wo, th1rty-eis ht or -

Thirty-eight or thirty-nine . 

Yea. 

We'•• al l agreed on December 15th. 

Right. 

And we want to get it on tax due. date. 

O. k. 

Bow, whet I want to ask you 1a th1a. U I ahoul.d aay 
that I want to a el l December 15th, 'l59 ri't'e hundred 
mlllon, one and tbree-eight ha, can you aell iU 

Yea . 

You can? 

Yea, I ~antt answer that any other -Y· I think you'd 
be Yiaer · • to do it thirty-eight. 

Yea. I t'll go. 

It'll go. 

WbatT 

It'll go. 
ravorable 
well. 

It ~on't go ao well; at leaat it won't set a 
reception. Your ouataaera won't like it too 

Bo, but it'll go' 

Yea, it'll 10• 
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B.ll.Jr: 

B: 

B.K • .Tr: 

B: 

lf. K.Jr: 

B: 

B. M. Jr: 

B: 

B. ll.Jr: 

B: 

B.K.Jr: 

B: 

B: 

B.K.Jr: 

B: 

B: 

B. M.Jr: 

B: 

- 2 -

Jlow let • tell JOil what I ha•• 1ll wtnd• I go baok to 
a t~ - 1n the ttr•t plaoe b7 telltng the•• people 
1ibo now tallc u though tbl"ee and tOU' ,..ar• -• three 
aDd tOIU' -the. .._ I u•ed to ~t to get tOIU' or 
tt•e 7eare,. We ueed to oODdder that long tena atutt. 

That'• ricbt. 

'fbat 1111•t 7e&rl ago - about 11.x ~~~mthe ago. 

Ye•• 

JJow, the t~ - )"011 •ee, I oan•t get o...er 1t. I'• a 
burnt ob1ld aDd the tiae •7 oc.e when that gap betwMD 
September 16, •• and .T\Dle 16 •ag - 1t _,. be a ute­
•a•er and perteotl7 trankl.7 11 d like to keep that gap 
there ln oaae aometb11lg ahould go aour. 

I don't reall7 aee that beoau.e lt aeema to me you atlll 
got plenty ot room there. 

Jlo, we ha•en't got 10 a~Cbo Jlow, tbare1 1 a gap thare 
that a peraon - JOil oould ra110 a b1111on dollar• lt JOil 
had to. 

Ye•• 

bn't that r1gbtf 

Yee. 

Jlow, eoaetb11lg •7 so wrong and aoaeboq get• e.xolted 
and t h O'J' don't llke what ••'r• doing and we need that 
gap and I tr&llkl7 would llke to keep lt tor that purpoee. 

Bow, we certa11ll7 - we certalnl7 don 1 t need 1 t now -

Wetl, ot courae, 7ou•ve got plent7 ot other gapa an4 -

Bot a&DJ, we're prott,. tullo 

You don't alwe.71 have to ralae lt on tax ,a,., JOil knowo 

Jlo, but, all - but, tbtrty-dx, thlrty-aeven and tb1rty­
e1gbt look prett7 tull. 

Yea. 

I''" got lt all betore -· 

Yu, all l'igbt, then. 

I -an, lt 'J'OU eald to •• -11, I etrongl7 adTlee )"011 
not to do Deo.-ber 16, •ag, that end• lt. -

Y••• 
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B. K • .Trs 

Bs 

B. II • .Trs 

B: 

B.II • .Trs 

B: 

B. K • .TN 

B: 

B.ll • .Tr: 

B: 

B: 

B.K.Jr: 

B: 

B.K • .Trs 

B: 

B: 

H.K.Jrl 

- 3 -

S.oT And I'll aa,-, all 1'18ht, I 'll do i t Deo..a,er 
l&th, 1SS. 

Well, I think ,ou•d be very much better to do it 
Deoerllbw th1rt,--o18ht. 

But, ,-ou don't teol - TOU don ' t teal that Deo-.bor 
115,'30 won't sot 

•o, I think it' ll go, 7••• I eOul&Dtea,- it wouldn't , .. 
Woll1 now let me j uat t alk to w:r aaaooiataaJ we'll 
aott~o it right now beoauee I put it up to the Prea1-
dent, be doean•t oaro. 

Yea. 

Juat bold on and we'll aottlo 1t. 

Tho point I -de to JottJ wo 41aouaaed 1t thia .Ol'll-
111&, waa that it puta ,-au in a better poa1t1on to - 11o 
ban in tho t'Uture, it ,-ou do it th1rty­
o1aht now, beoauae it givea ,-ou anothw iane tbl11 ,-ou 
oan otter 

Well, I wouldn't .. 11 &n:J 110re ot that beoauae I got 
too auob 1n th1rt7-•18ht n ow, ao I wouldn't uae that. 

Y .. , but that 1 a praot1call7 thirt,--nine 

•o, but I wouldn't want to build that up. 

Yo a. 

I ..an, tor that ~t, I wouldn't buil d that one up. 
I wouldn't uae it to eoll it. 

I doD' t aee ~ ,-ou abouldn't roall.,-. 

Well, that'a the wa7 I teal toda,-. 

Yea. 

•ow, juat lot me talk - would ,-ou Jlind holding on a 
llinute. 

O.k. 

It'll juat take ua a a1DUto. 
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H. M. Jr: Hello. 

w. Randolph 
Burgeaa: Hello. Good 1110rn.1J:18, air. 

H.)I.Jr: 

B: 

H. M.Jr: 

B: 

H.M.Jr: 

B: 

H.K.Jr: 

B: 

H.JI.Jr: 

B: 

H.M.Jr: 

B: 

H.JI.Jr: 

B: 

H.K.Jr: 

B: 

B: 

Bello, Burgeu. Asq aore thoughts on whether you'd 
ba"t'e l:hree and a haU ,-ear a or t'our ,-eara to t'i ve 
IIIIOll.thef ' 

Well, I'• stil l pratt,- strong tor the three and a 
baU ,-eara. 

You areT 

I tb1nk with the extension 1.n the ..rket, it fits in 
auoh better • you're much aurar ot a complete eucceaa. 

I don't hear ,.au very well. 

You're surer of' a complete eucceaa and it will be 
better t'or the market, that 1a, it atar"t'ea those 
t'ellowa a little bit tor aome monthe now. He hasn't 
had a abort iaaue t'or • well! not since laat December 
UJ:'fwe:r, and then th1a range 1n matur1t1.ea 1a a little 
bit atar"t'ed. They need to be fed a011leth1ng. 

I aee. 
·v 

And I think they're a good deal better to do that 
-tur1ty. 

Well, now, I 'm go1J:I8 OYer to the White House, I mean, 
on other matters -

I'll be back here about twel"t'e our time and about one 
,-oura. 

Ver,. good. 

I'd llke to talk to ,.au then, again. 

All ~gbt, I'll be here. 

And we ought to aake up our lllind then to it. 

Yea. 

i'baDk ,.cu. 

All ~ght, air. 
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In regard to the Banking Bill , tbe way it bas been re­
ported out by the Committee , it does not disturb me very 
much because in the back of my bead I have had this idea -
that since I have been in the Treasury we have carried 
the whole load of national finances , etc , wi thout any help 
or interference from the Federal Reserve Board . Some day 
it we keep on spending money at the rate we are and in such 
hel ter-skelter, hit and miss method, we cannot help but be 
riding f or a fall unless we continue to decrease our deficit 
each year and the budget is balanced , If we are not able to 
do this , I do not want to be the sole goat and have to take 
the brunt of all the criticism and dissatisf action and be 
under terrific pressure from all the money cranks and crack 
pots to pull out some more white rabbits out of the bat and 
do some unsound economic trick in order to correct other un­
sound measures which the administration has taken. There­
fore I have been hoping and have not mentioned i t to a soul 
that the ~deral Reserve Board would be g iven additional 
powers and created more or less as a monetary authority so 
that they and the Treasury can share the responsibility 
and possibly help us in case we get into a financial jaa, 

The way the Federal Reserve Board is set up now they 
can suggest but have very little power to enforce their 
will on the banks of the country . Our power ha!l been the 
Stabilization Fund plus the many other funds that I have at 
my d i sposal and this power has kept the open-aarket co .. ittee 
in line end afraid or me. I prophesy that if the present 
bill goes into effect with the seven members or the Federal 
Reserve Board and the five Governors -of the Federal Reserve 
Banks form~ open-aarket ca.mittee , that one group will be 
fighting t~e other and that consequently they will not be 
able to do anything constructi ve , and that therefore if the 
financial situation · should go sour the chances are that the 
publi c wil l blame them rather than the Treasury. 

It our deficit beginning with July 1, 1936 is going 
to be less than the pr eceding year I wi ll have to aake a 
study of the unemployment situation, It seems to 118 that we 
are not making any h.eadway and the number or unemployed is 
staying mor e or less static . The unfortunate thing in this 
administration is that nobody seems to be trying to tie in 
together all of the factors which have to do with uneaploy­
ment and trying to fit our unemploYJ18nt program in with the 
long distant viewpoillt so that we will gradually cut down 
on unemp-~r-ent and in that ma.nner reduce the federal expen­
ditures t o aaintain the unemployed . I think t hat 95~ of 
the think.ing in the adainstration ia how to spend money and 
that posaibl.T 5~ of the thinking is going towards how we 
can work ouraelves out of oar preaent une~ployaent diffi­
culties . 

15" 
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We w1apl.7 ... t cet .ore people to th'n!r allow.t \h1a 
pro"l .. aad 1t w do tbela I han aoM obaDee ot loolr1DI 
forward to M.l.aa01D& tha 'INd&et. OthanriH, \he oaao h 
hopeleaa. 
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JUly 3 , 1935. 

A group met 1n the ot't' i oe or ~eoretary MOrgentba u to disous• 

the Bankhead Bi ll . Those present were: 

Hanry Morgentbau , Jr . Secreta ry of the Treaeury, 

Henry A. Wallace, Secretary or Agriculture , 

wm. I . Myers , Governor, 1arm Credit Adm1D1st ration, 

Senator Bankhead, 

Congressman Marvin Jones , 

Dr . w.w. dlexander , Rural Resettlement , Agr iculture , 

C.B. IJpbaa. 

17 

-

Mr. Korgentbau said that be wanted t his group to meet to talk 

matters over before the bill reached to advanced a stage or l egisla-

' I t 1ve pr ocedure. !'rom t he Treasury standpoint the three things or 

int eres t were , (l) the fact that the bill called for t he issuance 

of Jl ,OOO ,OOO ,OOO guaranteed bonds , (2) that there was ~50 ,000 ,000 

capital which di d not arrect t he budget since it came out or the 

~4 ,800,000 ,000 Work Reli~t' ~nd , and , (3) i t created another 

independent aeency in the farm lending field . He made it clear, 

in response to an in<;uiry f r an Senator Bnnkhead , that be is talking 

ror himself, not for the President . 

Senator Bankhead s a id that he had wanted the new agency in the 

mB par tme nt or Agr icult ure but that the Senate Committee had been 

unwilling to put an agency whioh handled 50 year paper in the 

Department and want ed a separ at e corporation. He spoke or a wide­

spread and determined a ttitude in the Senat e for privilege or 

confirma t ions and ror the creation or new agenoi es over which 

they might have some control . He commented that be had been working 

in collabor ation with s ecretary ~allace on the prograa -- that he 

-
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bad written the President saying that be wanted to see b ta - ­

that there had been a meeting at t he ~ite House at which the 

President had sugges t ed that Senator Bankhead and Congressman 

Jones get together , and that he would g ive clearance on the 

program if they did. He sa i d that he and Congres sman Jones , 

called in Mr. Hopkins and Kr . Westbrook and they bad wor ked out 

a bill very similar t o the one now under considerat ion. He 

explained that the Department of Agricult ure and the FCA bad 

been coor dinated through member shi p on theboard and that there 

should be need fo r coopera tion of l ocal agr1cultural agencies 

such as count y a gent s . He comment ed that the FCA is set up on 

an ent irely different basi s to f i nance existing farms rather than 

to enable tenants to buy farms . In discussing it With the 

President , he sa id , t he President had indicated that his opinion 

i s that i t should be an entirel y different agency from the FCA. 

As s matter of f a ct , he said, the onl y obJection the President had 

was t o take the ~50 ,000 ,000 out of the Work Relief program -- that 

he would r ather take it out or the budget . 

Senator Bankhead said his first idea was t o get the money 

from the RFC but that since Congress had put in s pecial authority 

for t he use or Work Relief money for such things as this that 

be had decided tha t it would be t he best place to get it . 

Mr. Morgenthau sa id that the President had indicated to him 

that he wanted a t enant bill, but that he hadn't studied thi s 

particular proposal . 

Senator Bankhead agreed that was right . 

Wr . Morgentbau said be was now interested in l ooking at the 
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bi ll trom the Treasury angle . 

Senator Bankhead indicated that the Treasury had pretty com~lete 

con~rol over the new agency since it must approve all bond issues. 

He stated that the question is whether a program or tenant ownership 

ia wanted or whet her nothing is wanted. 

w.r . Morgenthau asked Mt- . Myers it there 1a.n•t somethins he can 

do to help out t enants under the present law, to whi ch Mr. Myers 

replied the FCA could help -- t hat most or their work tor two 

years has been along the line of r ofu.nding debt but the t now they 

can make a fi r st mor t gage loan plus a commi ssi oners l oan up to 7~ 

or the normal value or the property. The limit i s set by what the 

ra rmrcan pay . The FCA program will help good tenants who oa.n make 

some cashpayment but doe s not go as tar as the Bankhead Bill. I~ 

the new agency i s to go that tar it does not belong i n the FCA. 

Lot s or tenants can be helped because how the FCA can loan as much 

fo r land purchase as they could before to refinance. They have the 

matter under consideration and are making some progress. In the 

case or good men who lack money t here is some di scussion or rural 

rehabilitation -- loaning or advancing the addit ionel amount 

necessary to get them oft ot relief so that FCA could make e business 

l o8ll. Thi s situation bas been changed somewhat by the transfer of 
' 

the rural rehabilitation unit to the rural resettlement administra-

tion. 

Mr. Alexander said that rural resettl-nt h.ad taken the business 

over and expected to continue the program along the same lines aa 

Mr . Hopkins was conducting it and make loans or grant• to 

distressed familiae . 

Regraded Unclassified 



_._ 

atr . J'onee ull:ed how the prograa na rett1ng along and llr. 

Alexander aa1d tbe;r cannot Yer;r well tell until fall. He explained 

that the dif ficulty na that the tenants Jus t above t hose on tbe 

relief rolla would make better prospects. They take the beat people 

on relief rolla and they are not the moat resourceful tenant type. 

ur . Jones was or the opinion that weshouldn't make a program or 

rarm tenant ownership by selecting ne •er do wells. 

ur. Alexander said they had people working on land and doing 

pret t y well . He referred to an experiment in Georgia where a bean 

project bad been suo¢essfu1 and the beans marketed . 

atr. Wallace asked wha t the interest rate on these l oans was 

and atr . Alexander said be was not sure -- t hat they vary rrom State 

to State . 

Kr. Jones asked if there had been any complaints from the people 

who were just better orr than t hose on relief and Mr.Alexander 

replied that there bad not and that the proJect with which be was 

most famil i ar with in Putnam County, ca., bad been well r eceived by 

t he community. atr. Alexander continued that what be did waa rent 

tarms which caused Mr. Jones t o comment that the plan was not 

comparabl e to the Bankhead-lones bill proposal. 

Ur . Alexander contiuued that ~hey anticipated that attar 2 or 

3 year s people or prom.se 11011ld have a chance to buy farms. He said 

that the prograa had been interrupted by reason or the tact that 

Cont r oller McCarl had ruled t bat State corporations can' t be used 

as heretofore and so the whole thing bed been t aken oYer by the f ederal 

aeenoy and they were working 1 t out. 

atr. lrorgentheu o~nted t1lat t hU 110ney was tunnahe4 by tbe 

Regraded Unclassified 



-5-

Treaeur.r for nothtns -- that it got no intereet on the money ae it 

doee on tbe money supplied to the RPC . 

wr. Jones said the interest ought not to be figured eo t ha t a 

man or abi lity pays more t han the shiftless . He objected to gr ants 

to people on rel ief a t l ower r at es than t hose under the ~ankhead-Jones 

bill . 

Mr . .llexander said that the adva nolll under their plan va ry. I n 

Mi ss iss i ppi t he ave r age l oan is ~196, in Vir~inia it is from y500 

to }700 , in t he middle west and New England it is around $4000 . 

Mr. Jones t hought that t he proposal ought to be open to everybody 

that there should be no selection or "no accounts" on relief for 

special favor s . 

Ur . Bankhead commented that out side or t he drought area t here 

is 11 ttle excuse to r eed the farmer . 

Mr . Morgent hau asked Mr . Myers wha t the FCA can do with the man 

who had no money, and Mr. Myers replied t hey can't do anything except 

that they are unwil ling owners of some 20 , 000 farms wh ich are bei ng 

rented and sold. They try to get a 2~ oash payment but they will 

rent them and sell them i n some cases with grea ter leniency . The FCA 

cannot loan to a man without money. 

Mr . Mor eent hsu said his idea waa ror 50% on a fir st mortgage , 

2~ on commissi oners loan and then a grant from the rural reeettl ... ot 

or say $4000 to make up the difference. 

Yr . Bankhead ' s comment was that t he rural re sett lement loan 1s 

ro r one year only. 

Mr . Myers aald that the PC~ ahould require some cash payment to 

make the l oan reasonably sara but wi th a l ittle cash and a splendid 
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reputation the l!'CJ. would go a s tar as any credi t agency should go. 

ur . Alexander was or the opinion that beneficiaries or rural 

resettlement had t o be on reli ef, but Ur. Morgenthau disagreed with 

tha t vi ew and was or the opinion that the President could , by 

Executive Order, include ot hers. 

Mr. Bankhead said t hat a one year program or that kind was not 

very effecti ve . 

Mr . Alexander said that 350 , 000 out or 800 , 000 f amilies on relief 

would be on their way t o rehabilitation within the year. 

Mr . Myers commented t ha t with each yeur of i mproved condi tions 

r~rm tena nts were bet t er orr . t o which Mr . Bankhead reJoined that 

t hat a pply under t heir pl an as well . 

Mr. Morgenthau asked Mr . Bankhead bow they ar rived at t he f i gure 

~1 ,000 ,000 ,000 f or bonds, t o which Mr . Bankhead replied t hat it was 

arbitrary - that they knew it was not enough but t hey didn • t want 

to go too f ar at t he start . He added that the Administra t ion can s t op 

the pr ogram at any time by r e rustog t o approve the bonds . On an 

average of ~2000 a farm half a million farmers can be e s t abli s hed. 

Mr . !lror genthau asked bow much more land would be brought into 

pr4duction and Mr. Bankhead replied that it is provided in t he bill 

there s hould be no increase . The idea is to establish a permanent 

ci tizenship of f arm owners. Ther e must be some selection. A family 

s i ze fa rm can be bought in Alabama for $1 , 000. It is net in"\ended 

to promote commer cial farming. 

Mr . Jones said that some of the westerners are obJect ing t o the 

lower limits and are complaining that even $~,000 is not enough to 

farm in the St ate ot low~. 
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•r. Wyers commented that the bill called tor the purchase or 

aYersge size terms e nd it was agreed that that might mean one thins 

1n one part or the country end something else 1n another. 

Mr . Jones asked i f it was Mr . Morgenthau•s thought that the 

President is w1ll1ng or might be induced to promote help gener allT 

with the ~ork Relief funds whether the applicants were on reli ef or 

ne t , and Mr . Worgenthau r eplied that under the Executive Order the 

Pres ident had certa in tolerances and c~uld use some money tor t hose 

no t on relief . 

Mr . Worgenthau said he knew the President wanted t o do somet hing 

tor tenant termers and that he is in s ympathy with t hat desire , but 

must at t he same time look a!ter the interes ts or the TreasUTT. 

Mr . Bankhead said that the Secretar y or the Treasury bad t o do 

one t hing -- t ell us how to get the money. 

Secreta ry Wallace interposed to say that the Secret a ry or the 

Treasury s hould try to see t hat the money came back also. 

Mr. Morgen thau suggested that Congress recently increased the 

authorizat ion for guaranteed bonds to be i s sued by the HOLe by 

~1 , '150 ,000 ,000 , ot which they would probably not use mor e than 

..,;80 , 000 , 000. He suggested the poss ib1litT of()ll)cell1ng the tiOLC 

authorizat ion and t r ansferring it to the rara Home Corpora tion . 

Yr . Jones was or the opinion that this would cause a big fu rore 

~d perhaps result in extending t he time during which HOLC sppli cations 

might be made. 

Kr . Morgenthau referred t o the ract that critics or the Adminis­

tration are constant~7 ••r••c adding up to the total or guarant eed 

b~nds authorized and adding the total to the public debt tor political 
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Mr. Bankhead and Mr. Iones • ere ot the opinion that it • ould 

not be practical to cancel the authorization and referred to the 

raot t ha t such act ion would have t o be rererred to the Banking a nd 

currency Committee . 

Mr . Morgenthau aeid he would talk to the President about the 

matter . 

After the meeting Mr. Jones saw Mr. ~orgenthau priva tely 

and told him not to burry this program -- that it has to be 

headed ott. Mr . Jones said that he was in a "POcket" and must 

see the Secretary alone on it. 
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H,W, Jr: 

Jeu e 
Jones: 

H,M, Jr: 

J : 

H, loi. Jr: 

J: 

B. W. Jr: 

J : 

H, lii , Jr: 

H, M, Jr: 

J : 

li .M.Jr: 

J : 

H.M. Jr: 

J: 

H. l>I.Jr: 

J: 

B,M, Jr: 

J: 

July a, 1QS6. 
Monday. 

Mr. Peter GriJ::m o~ Willi .. .l, White and Sona h ccn1ng to 
work u Special .leah tant to me next Konday. 

Peter ~' 

Yea. 

Yea. 

He ia Chairman or something or other ~or a mortgage group 
~or the Park Central Hotel in New York and he tella me that, 
I think last week - be'a under the impression that your Board 
acted on a loan - one ot )'Our mortgage compan1ea, see? 

Yea. 

I 1 d very auch like to have t b1a thing cleaned up one way or 
the other, I mean, either reject it or give them the money, 
one wa7 or the other, aee? 

You mean the 

Yea. 

I haven• t heard trom it. 

Well, it 1 a a million three or a m1ll1on and a~. He 1 a 
under the impression that it waa aotad on laat week. 

I'll look it up. 

I'd appreciate it it 7ou•d look it up and let me - I 'd like 
to have it cleaned up. I took him over to the Presidat and 
be' a oom1ng over and sort ot take the poai t1on Eoolea bad 
wh~ he waa here, but more or leu concentrate on Federal 
Housing and Home Ownera• Loan. He'• a tine tallow and I 
know )'OU 111 like him. 

Yea, I know ot h1m pretty well. 

He'a a vel')' - I think a h1gb - ver7 h1gb olaaa tallow. 

Y~e, well, x:•m glad ,.ou got him. 

I am too , It took .. a month and I'd like to get 1t 
up. I 'm not reoailunding except that be'• given the mona)' 
or rejected. 

All right. 

One wa7 or the other, eo that when be comes bare on the 15th 
- that • a the onl7 bua1neee attachllent he' a got. 

All right, I'll be glad to do &n)'th1ng. 
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B, JII , Jr: Thank you, Jeaaa. 

J: Goodbye, Ballo - Beuz'7f 

a. M. Jr: 

J : 

R.» . Jr: 

J : 

B, M, Jr: 

J: 

J : 

B, l!, Jr: 

J : 

B. M. Jr: 

J: 

B, II, Jr: 

J : 

R, M, Jr: 

J: 

B, L! , Jr: 

J: 

B. M. Jr: 

J : 

H,M,Jrz 

J : 

B,M.Jr: 

Yea. 

Apparently the Prell1cWnt would like him to carry on aome or 
hie work, but through the bank rather than through thia 
Special AdTlaor thing. 

Jeeae, let • a )'OU and I talk about that acme tS..e now -

All right, I 'll be glad to. 

I've heard a lot ,wout thia, but I don't want to get caught 
between a pair or pinchera on th1a. 

All right. 

Bow, I can tell )'OU aome aturr, aee? 

Wall, then I • 11 talk with you -

Let• a talk privately -

All r1gbt. 

Thia 1a a - it'a pretty apeedy company and (Laushter) 

(Laughing) All right. 

Elloush aa1d, what? 

I'll aee you, thm, Jllll1be tomorrow. 

Yea, you g1ve me a ring. 

A11 right. 

Ballo. 

Yea. 

Let' a talk it OYer. becauae it' a - it cbangea every hour. 
One day I 'm told one thing, the next da)' I'a told another. 

• Well, I know it 
today 
know who -

You don't want -

atten"ed the -•tiDs 
with - with - I dal't 

- and he c- back end reported to 1118 ao I tboueht I'd batt_. 
talk witlt yOu. about i\o 

Do )'Oil want to o~ over about ll. o•oloek' 
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J: About 11 t-rrowf 

B. JI. Jr : Ia that a Sood ti- tor JOQf 

J: JUst a •eocmd. '1'hat 1ll 8U1t • all right. 

B.M.Jr: El.eTID OD the tiok'! 

J : Elena 011 t:he tiok. 

B. H. Jr: O. k. 

J : Gooc!bTe. 
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COllFERBliCB IN SECRETARY KORGEN'l'HAOt S OPFICB 

July 8 , 19SS, 

25 

Mr. Morgenthau met with Kr. KcReynolde, Mr . Bartelt repre­
senting Mr, Bell, Captain Collins ot the Procurement D1vieion, and 
a group ot accountants and d1aburs1ng officers and Proouremen~: 
Division representatives . A list ot names ot those present is 
attached, 

Mr. Bartelt r eported on progress to date. Summary ot h1s 
report is also included, 

Ur . Mills, the representative of the Disbursing Officer told 
the Secretary that Mr . Peterman, State Administrator tor Louisiana, 
ia trying to keep Senator Long's men out; that there is strong 
pressure to employ these men, but he is having a struggle to keep 
them out , 

Mr. ~orgenthau told Mr. Mills to see Elmer Irey and discuss 
this situation with h1m. He told the group he had discussed JI011-
t1oal situations with lir. Bell and Admiral Peoples , He said We 
are not asking t he National , State, or Political organizations tor 
r ecommendations, It a Se~a~:or , a Congressman or a State Chairman 
recommends a good Democrat who is suited for t he job and if we can 
use h1m, I would take him on, but I am not setting this up on a 
political basis . " 

Mr. Morgenthau advised the field men to get in touch with 
him whenever they were in d1fficulty1 because ot political pressure 
and said, "I will protect you tram all political heat. You need 
not be afraid of political pressure, But in return for IllY taking 
the political pressure from you, I expect max1•1m efficiency trom 
you, There is no excuse tor a man who falls down on his job. I 
will not have it , We must have absolute efficiency. " 

Mr . Morgenthau t old Mr . Mills that perhaps t he State of 
Louisiana is a little bit d1fferen;t from other States because , 
he said, facetiously, "I don ' t know whether it belongs to the 
Onion or not", 

Mr . ~orgentbau assured Mr. Mills that the Treasury is ready 
to give him whatever assistance be needs because be real izes that 
there will be more CUfficulty 1n the State ot Louisiana than in 
any other State, Mr. Morgenthau cautioned the field representatives 
to handle State Chairmen i n a courteous manner when they present 
recommendations and impressed upon them that be relies upon their 
good judgment and good sense to handle these people so that there 
Will be no criticism, Incidentally, be said that any man employed 
to do accounting ia first carefully checked by agents ot Mr, Irey•a 
Intelligence Service and none is smployed without first having had 
a careful cheek-up on h1a backgr ound, 

The question of puro~se ot supplies under the Works Progress 
Adm1n1atr ation was then brought up. Jlr. Worgenthau add to Captain 
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coll1Jls that it was his impression that Procurement Division was 
aupervieing all the b\l11ng or :aaterial~L supplies and equipment 
with allotments out or the $4, SOO, OOO, ooo, 

A verbatim report or the oonterenoe rollows l 

CONFERENCE IN SECRETARY MORGENTHAU 1S OFFICE 

JUly a , 1935 

H. M. Jr: Tbe Procurement Division, aa I understand it, was to do all 
the purchasing with the exception or the money which is t o be spent 
under c.w.A., or whatever you call it , That's the only thing. 

Capt . Collins: Of course we will get i nt o other purchases as the 
program develops undsr Dr. Tugwell ' s resettlement pr ogram. That 
has not been thoroughly developed, but we will do all the purchasing 
under that, 

H. M. Jr: But not rural electrification? 

Capt. Collins: No Sir. Prom what lo!r, Cooke said Friday, that is all 
on a loan basis . Considering large grants of JpOney made to the Army 
and Navy, the Director or Procurement baa del-sated t o them the pur­
chase of such CO!!IIIodities and materials a s may be required in con­
nection with those accounts and pr ojects , Both of these outfits 
have their own purchasing departments , 

H,M,J'r: I just raised the point -- if under the President's original 
Executive .Order, setting up the Procurement D1v1a1.on, whether you 
are living up to it; maYbe you are, and -.ybe you are not, but I 
would lll&ke darn sure of it. 

McReynolds: What are you doing on the accounting for that, Ed. ? 

Bartelt: Well, we are when they turn the money over and we take the 
municipality' s or atate•a note, We take that aa collateral. • 

McReynolds: Suppose it is a grantT 

Bartelt: We will have a voucher just the same in one aum. 

McReynolds: You have no further responsibility tor accounting? 

Bartelt: There would be no way for ua to get that. 

~cReynolds: The same rule applies there as tor purcbaaing. 

H, M, Jr: The purpose of this meeting is to educate me and in the 
second place, to see if the thing. 1 ia oliok1ng. I just raised the 
question, Whether under the or1g1Jlal Exaouti va Order they are going 
aa far aa t hey should. 

lfoReynolda : In other words, are they going to pinch out the control 
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or accounting by htting somebody elae do i U 

Bartelt: I don ' t know that the two oases are comparable. We could 
not go i nto state accounting . We told them that we would make our 
facilities available to them it they needed it. 

H. M. Jr: ~c , get a oopy ot the original Executive Order. 

Bartelt: We get a voucher covering a grant or a loan and we will 
treat that voucher t he same as any other contract we might get. 

H. M. Jr: While we are 
State ot Lou1aiana? 
Are t hey all working 

waiting, baa anyboccy- elae anything besides the 
How about newly appoi nted State Adm1n1etrators? 
and are they working with us? 

Bartelt: Aa tar aa we have bean able t o observe, they are; yea , Sir. 

H,M. Jr: But right now we are not paying anybody? 

Bartelt: We have not received any allooat1ons as yet from the Worlca 
Pr ogress Administration . We have received some allocations from the 
old line departments and we have notified the departments that t hose 
allocations are available and r eady tor withdrawal, but we have not 
received any vouchera . This question ot vouchers originates in the 
several departments . 

H, M. Jr: Whoae responsibility is it to let tMe President know each 
week how many men are working? 

Bartelt: That is llr. Hopkins' responsibility. But i n our accounting 
system, we have made arrangements, so that we will be able to tell 
the President how many man hours . 

B.M. Jr : Don ' t ghe him man hours l He will go right through the 
ceiling. Tel l him how many men are at work, but it I gave him a 
report on man hours, he would say, "I don't want man hours• . 

Bartelt: We had that in our origi nal set-up, but we eliminated i1; be­
cause Hopk1na said we would have certain duplications. 

H.M. Jr: You aak him again. The Prea1dent wants to know how many men 
are at wor k. Hopkina has to get it through you, doesn't he? 

Bartelt : No . He baa his statistical organization and be geta it 
through the~~~. We ought to get i t and we thought we were able to get 
it , but they br ought up thia question of du11l1cat1on ot names on pay­
rolla, and our figures did not tie i n with theirs , and then there 
would be trouble. But t here ia no queation ot man hours ,· but there 
ia the queation ot dupli cating the number ot people on the roll. 

B. lo!.Jr: Don' t you have t he payrollT 

Bartelt: Yea Sir, but we have two payroll• a IICilth. Ken may be 
ahUted tr0111 one payroll to another; there _,. be different joba; 
a different job may be tor s01118 man and t hey pick him up twice . 
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H,W,Jr: And Hopkina 1a going to keep traok ot all tbiat 

Bartelt: Apparently. 

H,M, Jr: How 1a he going t o do tbia? 

28 

Bartelt: Well, he haa a finance director 1n each state and he baa 
state representative& and regional examiners and I don't know what 
alae , but he baa quite an organization, 

B .~.Jr : Another point came up, and that 1a, the question ot checking 
how many men are at work. It eeema to me the moat accurate way to 
l earn this is by oheok1ng how lll&DY men aro on the payrolla . And 1a 
Hopkins setting up an organizations tor duplicate payrolls? Tell 
lb- . McReynol ds again, lolr . Bartelt , What Hopkins baa 1n eaoh state, 

Bartelt: P1nanoe d1reotora , regional ex&lll!nere covering several 
atatee and field representatives . We don' t know what t heee men are 
supposed to do, but they are going to collect a certain &lllOunt ot 
statistics 

H, M, Jr: Is t hat under Corri ngt on 01llt 

Bartelt: Yea Sir, 

~cReynolds : There wae delegated to the Secretary of the Treasury, 
under the Executive Order, "The Secretary of the Treasury, through 
the disbursing and accounting taoil1tiea under the Commissioner ot 
Accounts and Deposits, to ~~~&ke provia1on tor all disbursements trom 
the tunde appropriated by the 'Emergency Relief Appropriation Aot 
ot 19351 eubjeot only to auoh exception• aa the Secretary may author-
1&e, and to maintain a ayatem ot acoounta neoeeaary to enable tho 
Pr esident to exer ciae executive control over aueh tunda, t o provide 
current financial and aooounting 1nto!'lll&t1on tor governaental ageno1ea 
concerned and to make a complete report to the Congreaa concerning 
expendi tures made and obligations 1nourred by olaaeea and aooounta; 
and through the Director ot Procurement, to purchase, or to provide 
a system tram t he purchase ot all materials, supplies and equipment 
to be procured with the aa1d tunda" , 

H. M, Jr: Tbat 1 s what the purpose ot th1a meeting ia. Maybe you 
people are r ight , but I think you had better gat together with 
MoReynolda and aee it you are living up to t he Executive Order, 

Bartelt: I am aura we are, a.a tar aa the accounting 1a oonoarnad, 

B.W. Jr: But I am not aura Procurement ia . In other words , it you 
can 1 t do 1 t, gat a place ot paper trom me saying I have wa1 vad it. 
But soma tilllo trom now, maybe a year, aomabody will br ing up the 
fact that you paid 60~ too =uch tor a bag ot cement and t he Proal­
dent will say why didn't you follow the Executive Order. 

Capt . Coll1ne: We never understood we had anything t o do with tunda l oaned, 
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WoReynolde: Tbe President directa the Secretary of the Treasury 
through the Director of Procurement , to purchase or provide a ayatem 
of purchase o:t all materials, auppliea and equipme.nt to be procured 
with said tunda . Now that relates to t he whole appropriation' 

Capt . Collins: That's true . Tbat'a t he wordage, but where tunda 
are loaned, they are no longer Works Pr ogress tunds. 

H.M. Jr: They are not lending any money. Tbia sewer thing I talked 
about - that was a 45~ grant to the City of New York. We didn't 
loan them. They went out and bor rowed 55~. Let' s say the City of 
New York is honest , but let • a say t hey are crooked and they pay too 
much :tor sewer pipe . I am responsible tor the 45%. It i a a grant -
it isn' t a loan. The 55~ they borrow, they pay themselves back and 
we don ' t get the grant bAck. 

Capt. Colli ns: That baa not been our understanding. 

H. ~ . Jr: As I say, don't misunderstand me. You are going to have 
tbia group in in another two weeks, aren' t you, Mr. Bartelt? 

Bartelt: Yes Sir. 

H. M. Jr: I would like to meet them again i n about t wo weeks. 

Bartelt: I have fifteen letters for your signature, designating these 
men. 

H. M. Jr: I will do it right now. I just want to say that the mai n 
purpose of this thing is t hat when you fellows are out in a State, 
remember that while you may be working for different divisions in 
the Treasury, you are working for the Treasury Department , and help 
each other and remember, we are one big family and i f one fellow 
needs a l i ttle help , give him a hand, even t hough you are on dif­
ferent payrolls or different divisions, but remetiber, you ar e all 
working f or the Treasury and it you need help, don't hesitate to call 
on other Treasury people. Maybe it will be the Col lector of Inter­
nal Revenue; maybe an Alcohol Ts~ man, but if you want any help, 
don• t hesitate to ask another Treasury man. 

A conference was arranged for the following day in 
t~ . McReynolds office to diacusa in particular the Secretary's duty 
under t he Executive Order to purchase all materials, supplies and 
services in connection with so- called state projects. 
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lD add1t1on to the Secretary and Mr. lfoR~old8, the follow­
ing per eona were present at the Oonterenoe 1n Secretary lforgentbau'a 
ottioe, JUly 8, 1gS6: 

ACCOU!I'l'IliO 

Bartelt, B. F. 
Banning Paul 
Cake, ohbert L, 
Dolan, Hen17 
Dor1tJi Ralph s. 
K&xwel , Robert w. 
)lolflllll&1'a, Fred A. 

DISBURSDII'l' 

Allen, o. P. 
Brennan, B. J . 
Dellett, H. B. 
Fritts, J. H. 
Haaae, P, B. 
Lawt onf. J!'. J. 
L"1, • 
Mille, A, Eo 
Peteraon, A. L. 
Tate, H. T. 

PROOlJREIID! 

Col lina, Capt. H.B. 
Cola.an, W. A. 
Elmore, A. R. 
Forde, T. J. 
01baon, R. e. 
Petrie, J. H. 
Robe,., w • .. 
Sweet, )(, L. 
WalatrOID, J. Ao 
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Review of Situation by Mr. Bartelt 

The Secretary waa informed that during the week following 
tho signing or tho Order attention waa given to t ho drawing up 
ot an outline or accounting and disbursing pr ocedure, and on 
May 14 copies or a memorandum covering the tent ative outline or 
procedure wore aubmitted to the following persons for comment : 
The Executive Secretary of t he Committee on Allotments, Mr. Gill 
of the Vlorka Progrou Admini at r ation, t he Acting Direotor or the 
Budget, the Comptr oller General, t he Director or Pr ocurement , 
the Chief Disbursing Offioor of tho Treasury Department , the 
Chief Accountant or the Federal Emergency Administration of 
Publ1o Works , and to r epresentatives or the varioua department• 
and oatabliahmenta. 

Beginning Kay 16, 1935, a aorioa or conferences was hold 
in tho offi ce o~ the Commissioner ot Accounts and Deposits be­
tween representatives or the above mentioned persona or organi­
zations and representatives or tho Treasury Department. In 
those conferences tho Treaaury atroasod the f act that tho out­
line of procedure was baaed upon tho following considerations: 

(l) Tho necessity for furnishing administrative offioora 
tho information required by them for administrative purposes; 

(2) The necessity ~or exercising fiscal control over 
allocations made by t he President; 

(3) Tho necessity for making current reports t o tho 
President and others oonoorned r egarding tho statua of the 
accounts and the progress of the work r elief program aa ro­
flooted by allotments made, contracts entered into , and 
vouchers appr oved for paJment• 

Attached t o tho outline of procedure was a series of 
forma of reports which t he Treasury expected to pr oduce f r om ita 
recorda. 

The representatives or all organizations concerned wor e 
advised that the outline covered what t ho Treasury considered 
would be its minimum requirements, but that the ayat em was flex­
ible enough to provide auoh additional information ae might be 
r equired by the Departments for administrative purposes; and 
they were urged to adviae tho Department of their requirem•nta. 
After many oonterenoes with the representatives of tho varioua 
governmental agencies and re~reaentativea of the Comptr oller 
General, a draft of t he r egulations was formally submitted by 
tho Secretary of the Treasury to tho Comptroller General f or com­
ment under date of Kay 29, 1935. Short l y thereafter t he Secre­
t~ of the Treasury al so addreased a letter to tho Comptroller 
General auggosting for hie oonaideration the adviaabi l ity or de­
signating representatives or hia office for assignment t o duty 
at oaoh State Aooounta Office in order t hat he might see what ia 
going on at each r egional offi ce. 
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On June 12 t he Treasury received rrcm the Works Pr ogress 
Administration recommendations concerning the appointment ot 
Accountants-in-Charge, and on June 1~ telegrams were sent to the 
persona recommended by the Works Pr ogreaa Adm1n1str at1on re­
questing advice as to whether t hey would be interested in ap­
pointments . 

On June 1~ a confer ence was held with General Hines t or 
the purpose or enlising his aid i n having f i eld officers of t he 
Veterans' Adm1n1&tration interview the men recommended by Works 
Progress Admini stration as accountants - in- charge and make a sur­
vey and report on t he situation in each state. In compli ance 
with the Treasury' a request , General Hines designated the pe.r ­
aons shown on the attached lis t to serve as special Treasury 
representatives t or the purpose i ndicated. 

At t he time t he above mentioned outli ne of accounting pro­
cedure was furnished t o representatives of Federal agencies tor 
comment , copies t hereof were also furnished to the following 
manufacturers of accounting equipment: International Business 
l!aeb1ne Corporation, Remington Rand, Burroughs , National Cash 
Ragieter, Uonroe , Elliott Fisher. There immediately followed a 
seri es of conferences with representatives of the manufacturers . 
The Treasury's problem was outlined in detail to the representatives 
of each company and t hey were invited to give demonstrations of 
how their equipment would meet the pr oblem. Their attention was 
i nvited to the fac t that i n addition t o the necessity f or maintain­
ing strict accounting cont rol over allocati ons made by the Presi­
dent , it would al so be necessary to produce pr omptly the state­
menta and the f orma required by t he Department. Demonstrations 
of bookkeeping equipment were made as follows: 

IU.y 22 
May 27 
IU.y 29 
May ~1 
June 12 

International Bueineas ~chines 
Remingt on Rand 
Burroughs 
National Cash Register 
Monroe 

The demonstrations indicated tha t the International Busi ness 
Uaohines Corporation was in a better position to handle the volume 
of work in large of fices and pr oduce the reports required by the 
Treasury without undue delay. It was decided, however, that it 
might be advisable t o divi de the business , since the Burr ough& 
and the Remington Rand companies claimed t hat they could do t he 
work at a lower coat to the Gover nment . It, after carefUl teats 
and comparisons , it is f ound that the job can be done at a lower 
coat with purchased equipment than with the rented equipment of 
~iernational Business Maohinea Corpora tion, the rented mach1nea 

1 be replaced by ot her machines without unnecessary l oss t o 
~he Government . Aside from other consi derations, in vi ew of t he 

een competition among t he various companies in t hei r effort to 
~eet the problem at the l owest possible oost , the Treasury will 
enetit under tbe plan of distributing the bus iness. 
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On June 15 the Co=ptroller General returned the draft ot Treasury Regulation No. l , and on June 17 lolr . Bell and Mr. Bartelt had a conterence with the Comptroller General t o clear up certain phaaea ot bia let t er ot June 15 in regard t o t he draft ot the Regulation. 

On June 2• and July 1 the accounti ng forma were aent to the printer . 

On June 24 the D1eburaing Offioers were appointed for all states , and on the same date the accounting officers were appointed for all states e~cept Colorado , Delaware, and the City or New Yor k . Appointments i n Colorado and the City of New York have since been made. It i s contemplated that the .Delaware Accountant-in- Charge will be appointed in the near futuro . In this connecti on i t may be stated t hat two of f i ces will be located in New Yor k , one in the City of New Yorkr and t he other at Albany to cover the state ot New York except ~;he City of New York. 

On JUne 18 offices were set up on the t hird floor of t he Walker Johnson Building, 1734 New York Avenue , N. w. , Washington, D. C. 

On June 30, July 1, 2 , and 3 accounting , disbursing , and procurement reproaentatives from the centro.l of f i ce 1n Washington were sent to confer with state Administr ators , Accountante- in­Chargo , Disbursing Officers , and Procurement Of f icers l ocated i n the vnri oue states . These conferences were held in New Yor k City, Columbus , Chicago, Salt Lake City, and New Orloans. 
In addition to the individual conferences, the representa­tives of t he Treasury from Washingt on also hol d state gr oup con­ferences wi t h tho accountiP~ o~~icera in charge, the Disbursing Officer, the Procurement Officer , and the V/orks Progress Adminis­trator . The Treasury accounti ng and disbursi ng officer s were furnished with copies of Regulation No. 1 and manuals of procedure. They were instructed t o etudy the regulations and the manual ot procedure and to submit to the Treasury accounting and disburs1ng representatives quest ions which might arise in connecti on t herewith. 
The Treasury representatives report that thes e conferences were a succes s and that t here appeared to be no difficulties which should be br ought to th~ Secretary•e attention at this time. There are, however, a few ~aees where t here is s ome doubt a s to t he ability olnf the Acoountanta-in-Cbarge to discharge t heir responsibilities . this connecti on it may be stated that all appoint~enta have been a&do t or a pr obationary period of three months and that t hese cases Will be carefully looked into before the expiration of the pr obation­ary period. 

On Thursday, Jul7 11, representatives from 1'/asbington on ac­~~unting, disbursing and procurement will bo s ent i nt o the field for e Purpose of aeeieting accounting, d1sbur1ing and procuracent ot­f1cora in the states i n setting up pr ocedure and al s o t o see that 
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the work 11 r:pvlJ' ooord1nate4. '!'here 11'111 be t1•• group•, eaoh 
oona1et1D8 o an aooountlDS Pepreeentat1••L• d1abara1DS peppea.at­
at1ve, an4 a pPOOlU"•.at repreeentaU••· TJJe f'Ol'll of' lett• a4-
dreaeed to tbeae .-a dea1gnat1Dg t~ aa apeo1al repreaentat1vea 
ot the Seorlt&PJ' ot tlw 'l'reai'UJ'f tar the a~Prloe a~e retel"''M 
to, 1• attached h~Peto. A l1at ot tlw naea ot the - 1a alao 
at~aohed, aho11'1D8 the et•tea Wbioh the,- will T1a1t. 

(Signed) E. P. BAR'l'EL'l' 
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GROUP I Maine, Vermont, New Hampshire, ~ Procurement : M.L. Sweet 
Massachusetts, Connecticut, Accounting: J.W. Mcintosh 
Rhode Island, New York, Penn- Disbursing: B. B. Dellett 
sylvania, New Jersey, Mar7land, 
Delaware 

GROUP II Virginia, North Carolina, South~ Procurement : R. S. Gibson 
Carolina, Georgia, Tennessee, Accounting: Ral ph Dority 
Alabama, Mississippi, Florida , Disbursing : L. LeV7 
Kentucky 

GROUP II1 West Virginia , Ohio, Illinois, ~ Procurement: W. M. Robey 
Indiana, Michigan, Wisconsin, Accounting : J ay Chambers 
Minnesota, Iowa, Nor th Dakota, Disbursing: 'EI . Theodore Tate 
South Dakota, Nebraska 

GROUP IV Yissouri, Kanaal , Oklahoma, 
Ar- ~ Procurement: J . B. Petrie 

kansas, Texas, ouisiana Accounting : Henry Dolan 
Disbursing: A. B. IUlls 

GROUP V Washington, Oregon, California,~ Procurement: J . A. Walstrom 
Arizona , Nevada, Utah, Idaho, Accounting : E.F. Inbody 
Montana, Wyoming , Colorado, Disbursing: Paul E. Haase 
New 'Mexico 
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Onfore- 1a Mr. llo .. ,_lf,,• ottico ro oltliptiou 
If Ull looroialT ot Ull !ft..,. wlt.ll r .. ,.n to 
:.:ro-a\ tlllll -•t..c Gller JllllaUn Often 
'IOU 111111 '1083. 

!llit ooatore- atwlllle4 '117 Meo.n. llcle7»14e, :a.u, 
~u. Opper, Blewr, :r.a.s, tlllll ot.Mre, waa hll4 1a llr. llcJiqBol4o' 
omco ou MT g , 1936, !llit l[Me\lou 41oGUII4 wro tllll htT of 
tDI locreial7 of \he !'ftUV)' to pronre -wr1alo, aappl111, u4 eer­
Ticoo 1a oo-cuoa wltll all p:ro,jocte ullllorw.lr:llu 1Uid.er Ull ._l'&'I'IICT 
.. uot jppropriaUoa .&.ot of ues, allll aloe U~e locreialT' • 4v.v w1 tll 
r .. pect to -U.JIC allll aAlh ot ~ p:ro,jooh. _.o11 •• 
placo4 'lq)Oll \hi oo-oalll4 o\aw pro,)lcto, ud 1lpOJl \111 4v.Un of \M 
SocfttU)' abllqMlllt to Qo Uellllr_.t ot tlll ).ou.a or \DI crut, 
or ~tll. to Ull o\aw or 11l1141Tilioa \hlnot. 

ltoUoa U W of lac:lliln Or41r 'IOU Uncte \1111 IICI'Iial7 
of U.. !N&IIILZ'J' 

•to ~Will a 10"\ea ot ~h •oo•a&J7 to 
oaaUo \M lree14 .. \ (a) to Olllt1'0111 liDcllUn 
coaircl OYor OII.Ch :fUDda, ('b) 1:o proTide CllJ'I'Olll\ 
t111Uolal u4 accouaUa& llllto-Uoa tor IO'fiJ'IIoo ••ial -ceac1oo coaconae4, &114 (o) to ulat a -
plow ropon to u. OoJICI'On ooaoora1~~g oJiPIIIIll­
'-"• -u Ull obllpUOllll lacla..n'e4. liT clao111 
&1111. - t1: allll (3) t.llro'QIIl Qo :Diroo\or ot 
lnoc-lll\0 to JIIU'C'IIall, or to proTih a qewa 
tor t11a )IIIU"ChaM ot .U -wr1ale, .-ppl1n ud 
•tu~·· to - proCIIJ'M '11'1\ll \hi ea!4 tu4o, • 

ltoUoa 1 of h!t~~~&Un ON.er 'ro&a pi'OY14oo 1a pan tM\ 

•~M Gon~•t WJ~q tvaith -wrlalo, ~~q~pUn, 
1114 of1li~at 1a U.- It ~141ral pro,)loh 
olllT lt Ull Qon~1: h IIN:t..c a lr*at of .U 
u ..... 

U ao pa~rallJ' 11CJ'M4 at •• ooafon- t.lat \M .. , .. _ 
qa.o\14 rr. JllllaUn OrUr 'POll 11 aa 1aWJlii'O'at1o• ot \M latloo ot 
~ IIGI'Iial7 ....... ~ JIDia;Un OrUr '10M. a.ur ~~ Satorprota­
Uoa, U 11 oaUro}J' o1oar U..\ U. tat7 of rro-t 1a ..... tM.onl 
proJone h .. , ne\14 1a .- loofttaz)" of u. !I'I&IIIP7, o-»Ull& ae 
RCh J~To-at 11 1a Ulllf a }IN't ot t• CJ'U'• 
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U -• lillln1 .. p•nl17 ~ U.t U. - lat.:rpni&Uoa 
applin w u. •v of u. llan\U7 rita l' .. ~ot to aac!IIDltiJIC, .... 
tat aner u. _..,., an 1JI the -..., of ~ -fe4•al. crutae, ao 
1111."7 l' .. h 'lpOil U. llon\U7 to aiataia fol.l....., --cumh of U.ll' 
IJ»eiiUtula, 

AIU. trGa U.. iJit.l'pni&Uoa eoat.e1ee4 la :IDOI:ltift OrUr 
?083, 1' ... -l'IIU4 \bat tail ... tlle ODl7 nuoi!Ula iatel'pni&Uoa, 
tae-rh u tllrtller a41t111C all4 - t iliC -tl'ol oa U. :part of \lie 
honi&z'T of U.. 'fi'NIW7 1101114 _, w a bplloaUoa. 01' 1a -
-·· a trl:P11oaUoa of alailu -uob ..., DJit, o:r to 'be DJit, 
117 \lie ~'blic 'lome ....,,, nra\loa aDd l•llt PrOCir"' Y.t•htnUea. 
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Treasury Deparunent 
Division of Monetary Research 

Dete April 7, 1939· 19~ 

To: ties Chauncey - R00111 285 

From: L. Slwlahan 

AttachDents fer memo or October 6, 19~Sl 
to the Secretary, entitled •Chronology~ 
Action Relating to Discrimination b1 
Geruny against the Collmerce of the u.s.• 

51ailar attachments were not appended to 
the _, originally (as we bed the 
aaterlil orili in jiamplllets containing 
Treasury Decisions.,_ 
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Under date of ~ B, 19351 the Preaidont addressed the following 
c0'11111Ul11cation to the ~cretary of the Treaaury concerning the cont i nued 
application to t he products of certain countries of the reduced rates 
of duty established under schedule II of the Swedish Trade Agreement, 
schedule n of the llelgo-Luxemburg Trade A.greement (T. D. 4?600) , and 
schedule II of the Haitian Trade Agreement (T. D. 4?66?) : 

lly dear llr . Secretary-a 

The act to z end the Tari1'f Act of 1930, approved June 12, 1934, 
provides in part that the Presi dent may suapend the application of duties 
proclaimed under the authority of that act to product s of countries 
which discr.IJninate 118ainat the commerce of the United States or whose 
other acts and policies are in conflict with the purposes of the act . 
Pursuant t o the above~entioned provisions of the act, I hereby direct 
that the duties proclaimed on this date 1n connection with the t r ade 
&€%'eament signed on !Jay 25, 193 5, with Slleden , the duties proclailfted 
on lla,y 4, 1935, 1n connection with the trade aereement signed on 
I. arch 28 , 1935, with the Republic of Haiti , end the duties proclaimed 
on April l, 1935, 1n connect ion with the trade a&reecent signed on 
February 27 , 193 5, with the 9elgo-Luxemburg Economic Union shall be 
applied only to articles the growth, produce, or manu1'acture of the 
countries hereinafter desic.nated and to such articles, in the case of 
each country, r espect i vely, f or the period indicated in the numbered 
section belO'II in whi ch such country is desig~~ated . 

l. In r espect of t ho products of each country designated 1n this section, 
the proclaimed duties shall be applied from the date such dut ies become 
effective until October l, 1935. 

Canada 
~ranee (including Algeria) and its 

usilllilated colonies , nanely, 
lnaochina, Madagascar , Reunion , 
Guadeloupe , liartinique, and Guiana 

The Netherlands 
Spain 
Switzerland and Liechtenstein 

2. In r espect to the products of each country designated in this section , 
the proclaimed duties shall be applied from the date such dutie& become 
effe ,•tive until thirty days frcct the date on Tthiob you are notified by 
• that tbe United States has ceased, or on a dq certain will cease , to 

"e llound b· provisions of a treaty or 118r&ecent providi.n& for most-favored­
nation treatltent in respect of custoi!:S duties. 

Denmark 
\.emany 
I taly 

Portugal and its colonies and 
possessions 
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J . In respect of t he products of each countr,y deeil;nated in this 
sect ion, the proclaiJIIed duties shal1 be applied eo long as such duties 
re=&in in effect end this direction is not modified in r 6apect of such 
country. 

Afghanistan 
.Ubenia 
Andorra 
An4iJ.o-Egyptian Sudan 
Arabian Shaikhdoms not included 

under any other des4;nat1on 1n 
this list 

Argentina 
Australia, Commonwealth of, end 

its mandated territories 
Austria 
delg.tum and its colonies and man-

dated territories 
Bhutan 
llolivia 
llrasil 
ulpri.a 

Chile 
• China 

Colanbia 
Costa Rica 
Cuba (subject to the provisions of 

the trade agreement concluded 
with Cuba on Aus\lst 24, 1934) 

Czechoslovakia 
Oansig, Free City of 
Oorainican Republic 
Ecuador 
EBYPt 
El Salvador 
Estonia 
lie pal 
Netherlands colonies 
Newfoundland 
New Hebrides 
t.ew Zealand and mandatA<! territories 
Nicaragua 
r:orwq 
Ou.n (»uscat) 
Panama 
Paraguq 
Peru 
PolMd 
Rumania 
San Varino 

Ethiopia ( Ahyasinia) 
Finland 
French colonies not named 1n section l 

above, dependencies, protectorates, 
and mandated territories 

Great Britain and Northern Ireland, 
and Briti sh colonies, dependencies, 
protectorates , and mandated ter-
ritories · 

Greece 
Greenland 
Guatemala 
Haiti 
lionduraa 
Hungary 
I celand 
India 
I ran (Perai.a) 
I raq 
I r ish Free State 
I talian colonies and poseessione 
Japanese &npire and mandated terri-

tories and Kwantung Leased Terri­
tory 

Latvia 
Liberia 
Lithuania 
IJn·emburg 
Mexico 
J.!onaco 
Vorocco 
Saudi Arabia 
Siam 
Spanish colonies and poeseeeiona 
Sweden 
Turkey 
Unioo of South Africa and mandated 

territory 
Union of Soviet Socialist ~publica 
Urugu.q 
Vatical, City of the 
Ve48sutla 
Y-n 
Yugo•lavi.a 

1 
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II)- letters addressed to you on April 1 , April 10, !Jq J, and 
llq 4, 1935, with reference to the application of the duties pro­
claillled in connection with the trade ageemente with the Belgo­
l.wtecburll Econarlc Union and the Republic of I!Uti are hereby 
superseded. 

You will pleaae ca\18e this direction to be published in an 
early ieeue of the weekly Treasury Decisions. 

Sincerely yours, 

Franklin D. Roosevelt 

(The letters of the President superseded by the i'oregoing instructions 
•ere published in T. D. 4?600, T. D. 4?622, T. D. 4?66?, and T.D. 4?6?6.) 
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7 V" .. ~ ,)~.}),\ ...... I")! "' WAYS AND IIEA!IS OOIIIII'l"''EE 0 11 PPDFOSED TAXES '\"' j.f~\.'1...-

{, ~ <f" I aa glad to res pond to the r equest of your Chairman t b&t I 
~ •' . ~~ ~ / t' appear and discuss briefiy~rroa tbe Tl>eu ury•s point or view, t he rcc9a-

mendations of measures for additional revenues which the Presi dent bss 

submitted to the Congress . 
f\,"""'1 

The Chairman of your Sub-Collll».ittee11on Taxation s ubmitted to then 
.(,l,(d ,JI 

Treasury a n\UIIber of r ate scbedules and requested the Research Deportment 
( \ 

of the Tl>easury to prepare for your Coa::dttee estimates of the prob&ble 

aaoWit ot revenue that would be produced by each of the bypot betical rate 
~~~ 

schedules subaitted. ~{\..:'glad to furnis h this statistical aaterW tor 

the use of your Committee and s hall be bsppy to supply any additional in-

f ormntion which your Committee may des ire for use in the discharge of 

i t s responsi bility for the formulation of r evenue legislation. 

J'/1. v U:lokJJJg f orward to balancing - t ; e budget and reducing the nationa.l 

debt, the primary interest of t he Treasury in t he legislation which your 

Coaai ttee is cons idering relates to t bc revenue which it may raise, a.l­

t hcugb it is re_coezed t .b&t the tu11 socia.l consequences of tax lawe C4D­

not be liiCasured~ revenues t hey produce. It bas to be r]o~&od i~t 
n ~·~ ( 

tuation in any form bas ~:~~ley collatera.l effects tbro~:~e 0 ~,~hol~ e~Oidc 
and socia.l litej and that, since./;::,.1_ cannot be ~,..without t hese collatera.l 

r esulte and since they must bo ~. there i s a national duty to avoid tax 

l awa which produce undesirable socia.l consequences and a like duty to correct 

evils produced by ex:ist.ing legielation as they beco:~~e appoorent. I tbinlt it 

rlll be ~~:enerally recognised that our tax legislation bas too often nell:lect.d 

t beae conaiderations. ---o---
Returning to reY1!11UII , the •tter ot priary concern to the Treasury, 
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our studies ba..,. aho!m tbat the s<~Ureee of taxation proposed ~ the Pr.,ident can 
1\ 

be .de to )"iel4 subetantial. edditiona to the incc.e or tbe llatloMl Oonn~Mnt. 

Tbia tact isf;Jrenoctod in •'--------• ~me.tes ot revenue baeo4 upon the 

~ t.< ~--"""WJ 
schedulea of tea 1111bllittodA.to the Trea11Ul7 r or eatiate. Baaed, aa they are, 

on tbe aOIIIId principle of a bill ty to pq and devieed to draw into the Federal 

treasury accumul.ationa ot nalth and income which have been derived trom profit-7 
making activities tbat are nation.-'llide in 11cope, theee proposed taxes 1bould 

constitute an illportant step 1n reshapinc our tax structure along sounder and 

more equitable lines. 

Tht Trea.sury1s first concern, holrner, is the adequacy of tbe llati onal 

rnenue. In U..a of ueat emergen07 the Treaeur;r ill able to ~~eat expenditures 

tar 1D ccess ot inco1110 by borrowings which increase the public debt . Tbo 

national wolfo.re demands tbat, whon such an emergency has pessed, GUN'icient 

inco110 be raised to II8Jce aubstantial. reductinns in the debt . lie sboul4 ootr loo.k 

f .t"Ward to meeting that need . Ire have j uat1fiab]J' expended groat su:u in tha war 

against tha depression. As a result , our public debt bas increased more than six 

b11Uo1111 or dollars 1n two ;rearo. In iteelt, UU. i ncreeae need not uuae coocern, 

~ 

sinco the total incomo of our citizens during these two years bas increased IIUch 

core than this amount. It would be unwise to illpoee tax burdens that would 

retard tbe reconr;r that 1a under n.:r, wt i t would be tol]J' oot to tap eourcee 

of tuation "~}:~:}1 reetr~ lt!!/;;:1- our national debt without interfering 

with recover;r. (\The ~hich tlie President tw.e proposed ra11 within tb1a 

utego17. 

With the great reepona1b1Ut7 it hu of edeeuardiJ!i tbe national credit, 

the Tree811cy 11 ntel.lT concerned in tbe uae ttw.t ie to be .-de ot the rewnue 
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Lhl- t .a aay deriYe troa these proposed teas. lie should be eabarld.D& on a 

yerilous course it we should regard ~ part or these new rovenuee as available ..v-, ro.-u-1~/ t'or new types ot upendtturee or as Justifying ~ increase wbataver over -oJ. ___ 1 
1\ 

budgeted plans tor Federal outlays. The COW'H ~eel sure will appeal to 

all of you as the otU;, aound procedure 1e tbat otfetinitely earmrldng the 

revenue to be deriYed troa these new taxes for reducing future borrowing and 

{_~ J1 j.{ h-f<N f t><.-1/.,l.~ tl-l}v-c...f ,t ,1--L- ~ paying orr tbeJ public ~ebt. -~ . ' t7" .H f~ -f'-< ,J.~_;;t..,../. ... J 
, 'f -'-'i, .,,./-') ~~ 0........~ i-'0 /A'-H t '~ "--<' f -- ·-r-

It is trUe , of course, that Jo lon& as the expenditures in any year e.x-

ceed tbe revenues there can not be an actUAl not reduction of the debt. But 

inco:oe froa tbese eources can and muat be used, it seems to ,.., first tor ra-

duction of new Federal borrowings, and, when the budget is brought into b&lance, 

Cor actual net reduction or the debt. It would seea to .., highly desirable tbat 

tile Congress definitely provide that additional revenue from the sources pro­

posed sball be sbarply &e(ll'egated trom otber rennuea and devoted wholly to tba 

object of reducin& the National d.ebt. 

Soll8 t~ ago in discussing aonatary ~~attars I spoke of tbe inereunt oo 

gold resulting troa ranluation ae resting in a special drawer or tbe Nation 's 

cash register, since 1 t was being leapt separate trom other tunds nnd was not to 

be used for ordinary expenditures. Sliver seigniorage result.ing troa the 

Silver Purcbo.ee Act 1e being sildlarly trNted. I tblnk it •ould be in tbe 

highest public interest to regard the proceeda ot these proposed taus as oc­

cupying a thinl apeoial and reaened drawer in tbe lation&l. trNISW7, aYallable 

on17 to restrict and reduce tbe lation&l. debt . 
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PROPOSED TAXATION OJ INDIVIDUAL AND CO RPORATE 
INCOKBS, INHRRITANCBB, AND GlFTS 

JIOWD.&.T , .n:JI.T 8, 10$0 

Hove~: or R~PRie8BNTATtVB&, 
COIOII'I"l'Z£ o• (Wue AND Me••eb 

Wa•hin¢on, . 0. 
,Tho commill<lo mol atiO a. jrn., Ron. Robert L. D ough ton (chair­

man) pre~~id.iug. 
,Tho CIUlRMAN. The eommiu.ee will como to order. 
Tho heuinga before this eommitl<lo, which are now open1 will [ 

lrus!', be oon[oed to tho aubieel matt.lr of tho meooago aub1mltod hy 
t.ho rreaideol of the United States to the CongnM on Juno 191 1036. 
Tho m011ago of t.he ~idont oont.ains throe general pro~alS con· 
oonlins tax meU>ocb and policies; tho fust, in roo peel to an inheritance 
and gilt tax in addition to ourexistillgest.atoODdgift t.axeo; tho aooond, 
in ~Mpeel to h!(bor aurt.axoo on individuals; and t.ho lbird, in ""'peel 
to a liraduat.ecl a.noome tax on co~ratioDS. 

Wliile the IIIMII8" of tho Prooident furoishoo an ex..Uont guide u 
to policies and methodt for t.hio oommiltoe to follow, it dooo not 
atW.pL to opocily in dot.ail the precise plan which should be adopted. 

For example. in tho cue of tho firoL proJ)()Ul made by tho Preoident, 
it will be th~ duty Of thio oommittoe to decide whore WO 1hould I tArt 
the inberitanoo tax and what rates should be propo10d. [tit likowito 
the duty Of t.hio OOilUnitl<lo to determine at what point tho IUJ'tAJCOI 
will be revised and oleo to determine whotthe muimun1 r"te ohall be. 
Finally, tho oommit l<lo must determine how much gmduot ion oho.ll 
be modo in tho corporate income tax. 

For my own part1 I believe U>at wo should keep •trictly within the 
t.erma of the PrMident.'l mOMago, booa.use 1 beHove thM. chWlgot in 
our tax atructuro ohou.ld be mada gradually, eo that bu•ineM will 
not be atl'eoted to ouch an oxteo~ as would be tho euo iloudden ehangeo 
aro wode in the enti.., tax syotem. It we can eotablioh tho propor 
princi(.>let at tb.is linle, there will be ample opportun_it.y in the ruture 
t.o revue a.nd perfect. whate,•er measure may be enacted into law at 
t.hio....;on. 

Tho mattu of Federal tuation ia one that noedo conotantatudyand 
!requont adjuotmonll to meet our fi3cal noedo, and al'IO provide equal­
It)' m taxat>on oo far as it is in tho power of Congrooo to provide and 
maintain an equitable and jus~ oyotom of t.axatioll. 

At Lbio point, I will inlert in the reeord t.ho m011ago of t.ho Pr.i· 
dent in r•J.,..... to thia oubjec&, dated Juno 19, 1035. • 

1 
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2 l.SCOUV., INlJIWITANCB, AND OIPT TAXATION 

(Tho rn..-g• or the ~dont ref•I'Tt'd to io .. folio• .. :) 
IU. ow. s .. tat. JG c-..."' - • 

T• til• C•lf#tU• ~ 111 L'•tl.ffl Sltun: 
AA lhe S..l ,.,,. dra.-. t.o it.~Jo. h ~our duar to~ the tm:.d 

ql141tlkro ol \U IMthocb a.nd pobdn;.. I w'-h to acknowledce the ~ diOrtt 
ol the eo.,'"' to &ay ~ buis t.hrouah 1'- commhttft ror ad.Juloi.traliYe •• 
pro't'tMen&.. by aa.relul atudy of tbe rnenv~ t ) ftetnt of our own and o1 oUwr 
countria Thew •tudie. hue ma.de h \·ery t:lMr chAt we ntre<1 to .U.1plily a.rw1 
etartryuur revenue ta .... 

The Jvlnt Lf81alaUn! Com.mltttt. e.&.abUahed by the Hevenut: Aet ot 1926. 
hN been 1*-ttleuiArly helpful to tbe T rtaiiUTT Dl!'r-rllntnt. Tha rnttnbtn ot 
t hat eommltk-41 ba\e gentn>WIIy COWiulted with admtnllilNih·e otntlall. not only 
on bf'Ofid ctue.Uoru or pOiiey but on htlJlOrtant and difficult. tax rut'fl. 

On Lhe bull or Utette thldlte and of uthe:r t l udle. ('OilfhH:I-."tl by olfte.IAIJI or tll(l 
Tre•~•ury, I aru able to make. a rtumber of auggeatlou• of lln\~Urlaut c.t~at~ge. in 
our l~llcy or taxation. •r tiL'SC ~~ro baaed on th(l broad Jlrluefp o ~hJ1t.IJ n fiU\'f'ttl• 
rnen~ I• to 1.14 llrudent, it1 t.ll.Xtll mu•~ 1•roduoe a rnplo rcvc:~nuoe wllhou~ d110ou"'8· 
lnJ entC>f'J>ri~~e ; and If 't i.e to be ju:tt It ltluMl diatrlhut~ t11c burden of text.~ 
tqult.flbly. I do not bclle\'e thAI. our JU-e.ent. •Y•W.m of touUon oompleklr 
mee11 t bl1 k..-~. Our revenue la,... ha,·e Opt!rated In ll'lallf WA)'I lO the u.ofaJr 
1Wtvatlla~ of the fe"·· a.nd they hne done lltt.Le to prevt.ot an unjut. oo~o­
tratloll of •·aaJth and tlCOoomJc po•·er. 

WIU1 the tna.rtmwt. of the lneome Ta:t Law of UH3 I he J. .. e<ler&l Oo,·emtntnl 
bf«illl lO •1'1,11 f!ft'Ot.th·elw the -ride~,- a.eft'pted prfncolpte tha• tuN thould be 
leYled I• proportioa to abbit.y to par and In propor1&on to d\0 beneftt.. l'ft!eh'td. 
J~ • .,. •Wly C'howa u the rueMU.re ot bem:flt.a and ot abllitr to,.,. 1'hi.J 
wa. and •lUI il a •boleeome ~for nallooal poU~y. 1t. .bould be rnaibtd N 
the ~' tmins prindple ol F~ t&Jation. ~ uae of othtr fonu• of ta~ il 
Cll1otn Ju.tlbN.. pa.rt,ieularly for temporary Ptriocb: but t.autlon aeeonlin!l! to 
fneome lt the molt dl'~th·e !Mtnmw:nt. ret ile\·l.ed IO obtala Ju.t ~lribudoo 
from tbo.le bett.able to bear il a.tKI to a void plt.dns ontt'OUI burdoeuu:pou t.be ma. 
olourl-· 

Tbf tnO\'tftl<nl toward p~"e t.axadon ol wealth and of fneome hN ~ 
paoiM t he powlft« diwfl'llifi(alion and intetl'flal5on ol elfon whkh m.arb OU1' 
lodu1tr1Al totiet y. Wealth ia the moc:Se-m world don not. come llte'my from 
ludlvklu.al tCfort; IL ruuh.l frQirr a eombinadon of lodlvldua.l tlfort a.nd ot the 
naa.olfold '~ l<l ••hi~h the ~orumunity /""ta thAt effort.. Tho Individual dott 
not. t!~at4l the product of b.l3 1ndUI!ItrY •'i h hi• o•·n h.and.t; he utlllxe~~ the mAny 

1,~ .. n.nd tol't'C.'ol of MII.'Jll produetlou to meet the dcl1\and1 of a nat.lon&l and 
nternatlorlG! ruarlcct-. 
1't~rtforu, lu AJ>itc ol the great lmJ)Orlanee In our naUo11AI life of t bo eltoN 

nnd ln~~:tnuhy of unusual lndh•iduaJJJ, the /)OOI•Ie in t ho m~M ba\'n lnevltJibly 
hel\.l('rl t o ~~~~kt large fortunes J>OMil1le. W tbout llllt.M COOI><'rAtlun IJn!At- rt.te~u • 
mu ntWltu• of "''~AIIh would be impo.Wble 81\vc b\' uuhealthy I IK!eulatlon. At 
Andrew C•m•t i!Cie J>Ul It, '' Wtll!rc wealth nretU<'I hOI;OrAhly, II~ I)C.."tJl)lf:t sre alwayt 
eUenl partncl'll." WbdiK"r It be wealth achlen'l£1 llu•ouKh tile t.."'OJ>t'raUon of 
tbe 4lnilre cutnnJuuih• or riches pined by IJ>eeul.atlou- lu ~(thor tUI.l tbe uw•w· 
thiJ> of 11ueh " 't:Lilh o·r rlche. rcprtt~tnta a great. JH1b11e lnt~l'("•t a nd a i(rtlal ability 
•o pay. 

I 

M, fif'IJt propouJ. tn line •itb Uus broad poli('y, bat tu do whb lnbtn\.au('Cit 
and JCh• The! lralllllru&Mon from st~ralion to ~l~etallon ol \Ml fOI'IUnN 
b1 .nn. tnhtrfta~. or ph is ootlneoolinent with t~td~ and t~tnthwnu ol1be - .......... 

TM dcllift'l lo J)N\Idt wcuritT fQC one•a fltU and one·• famllr Ia aahtral and 
w~uW>, bwt II Is ad.."""Quatdy sen-ec:t by a rr&iOnabte lnbef1t.ance Clftl 

aenun.alawc- (J/ .-..ltb taJlD.1ol be jllltified on the bub ot ptnonal and taoallt 
tte11My lr1 the IN\ analnb aum. ~'mu.lation. muount to IM ptrpelu.alioa 
ol II"Ul .at•d Ut~t~lo.irable e0nceutra.don of tonlrol tn a r.:lath•tly few iDdi,..lduall 
OVf'r ltv! '"'l,lorrurnt a'ld welfue of many, ntany olbtn. 

Su<":tllnberit("(l ftOOoode poYI't't' (sa& ineonai.i~nt •lth I he ldta.J. ol tbt.~tner .... 
Uon u Inherited polhltal po•·er waa intontLntnt with thtlcleat. of the «enen&lon 
which ttlabfilhtd C)Ur Go,·erument.. 

) ( 
3 

) ( 

Regraded Unclassified 



Tua WIH'I'I IIOUtiC, Jun.t 19, 1935. 

'fhe CuAHUIAN. The first. Ydtnass this mon-lng i.!J the Secret.ary or 
lhe.'f~uury, Mr. Morgent.hau, who comes AI. ~he lnvit.atlon or the 
thaJnnan or the romrmttee1 and iC there is nothing else that. any 
member ~r :he tommittee <l~ires \0 MY at. this time the St<-reu.ry 
may proctecl. 

Mr. Coo•••· Mr. ChAirman, I ... ume lhe uouol cou,.. ..-ill b< 
fo\lo~·td, lh .. lhe S...retuv ..-ill be perrnitl.td 1.0 complete bi5 ota~ 
mtnt. without intemaption'f 

The Cot•••!'•"· That i5 lhe cw;I.Om and the rule uaually follo,..ed 
by t1!• e;onunu.tee, and 1 an1 &ure the membtrt will oblerve the nde 
at th11 ume. 

Mr. S...rt,tary, we •·ill b< glad to boar you. 

·) r 

) ( 

J) ( 

( 

UCOOMI, UfiJBIL.I'fANOI, AYI) GD'T TAXATION 6 

sUTIJIDIT or BOll. lrllRY KOROE!iTIIAU, JI., SICJIT.UY or 
TBI TREASURY 

s..:~wy MoeO&NTIIAn. Mr. Cbainnftll, 1 am gla.d to reapond 1.0 
lh• ~u'"t of t"W' cbairiiWl, Mr. Robert L. Dougllton, lhat I ap~ 
and disru!"' bn<O)', It:<>'!' lhe T!':uury'a point of vi~w, tlto prin~•t>l'" 
and poli<,.. lor obwmng adtuuonaf revenues which lhe PreatdNtt 
has outlined in his Ulct!SAf:O to the Cong,..... 

Tbe tbairm•n of your suboommitt.ee on taxation, ~fr. Se.mutl B. 
Hill .ublllitted to the Trt'uury • number ol bypolhctical rote .. hod· 
ulcs' and roquCAled the Deptu1 .. ,ncnt to prepare Cor your committee 
eslimoLC8 or the Jlrc>bftble flmtlunt of revenue tbet. would bo Jlroclu("e<l 
by cnrh qll h<""' rate ll<'hedule.~. The Treosury i• ''"'~ gl11d to fur· 
msh this stntiaticnl matA)rinl forth" use oi your conun• t.~c •md \d.ll 
b_• hfiPJ)V W euppl~· nny ndditicmn1 information whic.h your oouunit.t.oo 
may dcslro for uso ·in the diSC'Ihnrgc or iL.s resr.onsibility lor the rorutuln .. 
tion of "'''nnul\ leg.islnllon. 

In looking lorwnrd 1.0 balancing ~be BudgeL and reducing lhe 
natiovall debt, lhe. prit:nary interest or Lhe Trea.sury iu Uu~ lcgislntion 
wbic:h ,your oonunht.oo i.\ considering rotates to lhe re"enue which it 
may nuse, altho 11gb iLia true lhat the lull oonsequeoc<6 of taxlawa are 
not limited to the revenuea they produce. H b .. 10 l.o ""'ogni•ed 
that ta.ution in any Conn bas many eollat.era.l effect& throughout. our 
··bole eronouUc: and 80<'ia.lliCe, and that, since ta."<e& cannot. be levied 
wilhouL W.... collaltr&l mulu and • ince lhey mus• be levied, I here is 
a national dut.y to avoid lAX la9i"'& which produce undNirabte IO(ial 
ronsequrnceo and a like duty to ro"""~ evils produced by oxiot.ing 
w l<!!Wation aa lhey become apparent. I think it ,.;u be grnerslly 
~zed thAL our tu lo>gillation bas too often nrglocl.td lh..., con· 
11iderations. 

The oourreo or tantion proposed by the PresidenL in his lll<lt81j!e 
t<> ll1c Con~,.... of Juno 19, 1935, etUi be made to yield oubotanUal 
additiou to the n>eeipto of Lhe Federal GoYerninrn t. This is sho""' 
in our eslimatOtl or revenue bnsod upon the schodu.lcs or rt' t.cA sub. 
Jnitted by your AUbcommiu .. eo lo the Treasury ror cnleulntion of 
probable yield. 'J'h<'6<l Jli'O]l<l<ed loxcs res~on tho principle nf ubility to 
pay. They ore ch.wisOO ~o draw an accumula.tion or \\'CI,Ith l\nd 
mcome wluch, for tJ1c moat. pftrt, have beeu derived frorn Nntion·wido 
~ctivities. l n conaeque,ncc, their enl\tbncnt should COIUilit.uLO nn 
unportant. llep forward m ros.haping our tax stn1cturc oJoog aoundC!r 
and fairer llne8. 

The Trwutry'a firsl conum io with the adequacy of tho national 
revenue. There t't C many time& or emergency wheo tbe Treuury 
~un finADce ~nditUI"flll in excesa of income by borTOwinp "•hich 
IIICnOM the public deb!.. But the national wol!are d•manda lhAh 
when such an omergeney baa passed, auflicien~ incom6 be railed. bolh 
lo meeL currtnt. expeodituree aod to make substantial rtduc&.iona an the 
de-bt.. The lime hu eome to move in thls direction. Jt.. would, of 
co""!", be un~ioe to impoae tu butd•ns which would retanl reoovt!J· 
ButtL ~·ould be 6Qually un.n.e ooL to ..U on aouroeo of ,..venue which 
"!Juld rodu"" our bor.owingo and latu TO<Iuoe the oalional de~~ 
~othouL interfering with reoovery, and i~ is my belief thaL W6 ~d~•· 
ll~oal l.axeo whi~li lho Preeident b .. now recommended fall wtllun 
UU. laLt6r et .... 
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(I ISCOlol~ 1KREBJTAXCI , AND Ol.rt' TAXATION 

s-.... of our commoo rospoosibility lor o;,(fgUArdi"ll the nali<>naJ 
credit, ... e are all .;tally collC61lfld in lhe ...., .. hieb is 10 be •DAde or 
the revenue thet may be derived !rom the pros-! t.ax.._ As 
Secret.arr or the T""'ury, it is my con•ictioolhat it would be porilout 
to~ an1 pll't of these new re'"eoues u a,•aiJ.able for new t11* of 
uponditurea or u justirying any increue over our fOre!tdly budgeted 
plana lor Podual outlays. The coun~C~wbich I feel litre will appeal to 
all of l'OU u the only aound procl<!<lure it that the revenue derived 
from tlu101~ nc~· ~as .. shall be regarded "" very dtflniLcly urmarked 
for reducing future borrowing and paying oiJ tho public debt. We 
obould 101 Mide the procooda of these new t11.t08 and .. r"!,'llard them 
•• cn refully •• wM tho stabilization lund. 

Somo months "go in discussing moncliU'y mattc.nl~ T &poke of the 
inc:rerno.n~ on gold r011ulting f.rorn revl\hmlion f\8 having boon placed 
in n ~J>ccln l drtiwer of tbe 'rreasury's cMh regiAtar, &lneo i L wM being 
keJ>I oopnrato from other funds nod was not 10 be uMd lor ordinary 
••J>end•turos. Sih·er oeigniornge ,..,tdtiug l'ron1 the Silver Purohaao 
Act is being aimilnrly handlod. 

In dosing 1 should like to repoa~ that l lhiok it would be in the 
highMt {'Ublic inte,..l to ~ard tbe pr-oo,. of these Ill<.., u occupy­
ing a thtrd apodal draw•r m the TN>uury, available only to roduco 
our borrowingo and later reduce the national debt. 

~lr. Chairman, I am N>tuming the tax-roto schodul .. submitted to 
the Trtuury for an .. timato of their probable rev•nue yields. Your 
IS scheduleo relating to inheritance and gilt tuM would produce 
yicldo ranjting !rom abou• 7 million to 728 milliono. 

Your ltX ochedules "'lating 10 incnaaed bracket rat .. on Iorge 
iodh~dual incomoo would pro<lueo n weoue yields !rom about 6 mil­
liono to 32M millio111. 

Your three echedules rclating to a graduated OOrJ>Ortltion income tAX 
would produce revenue yields from about 67 milhons to 102 milliono. 

Your ou0og .. t ion relating 10 method of portinlly removing tho prosem 
totl'll tax exemption or dividend!: rooc.i"od by eorponttions would pro· 
duro 1'0\'0nue a\>J>roximating $39,000,000. 

Now, ~·tr. C u\innan, 1 want' to rntum to you ttn llllfllytt-it that the 
'l'ref\8Ury hR8 1lll\dO Of tbese rates. 

The C ttAiltMAN'. As ! understand it, t his informnlion wM calle~ for 
Jl Utcly for study and for statistical purposes, so thot. tho comm1Uee 
might. h1wc it for lt .. ll guidance when it ts ready to t,ro into executi~e 
s~ion for the p!1!paration or such legislation os tho commhtoo -.·111 
deem it. wise nnd expedient to recommend. 

Sec:l'\\tary MoRoE•-rnAU. Tbat is right.. 
Mr. J£N'IUNI. Mr. Seel'$tary, 1 notice in tbe stat.em®t you ha"e 

made to the eommiu~ you have broug.bt. thet~e two phrases together, 
"For reducing future borro•ing and paling oiJ tl1e public dtbt." 

As 1 re.menlbtr it, the countrv is f"1.l..)..UDg behind at. the rat& or about 
$2,000,000,000 a sear, and baS baen for tbe lan 2 years. u that is 
the~. "'e aft! runn~ behind in the amount. or billions, and this tax 
program that you talk about would not possibly produco mo~ thf!D 
lour or fi•e hundred million dollars a ytor. Why do you .. y 11 will 
pay oil' the l_)ublic debt! Why do you not con fino your •t.atemMt 10 
.. ying thot 11 will stop th..., future borrowings! 

&Cretary MoROENTIJAV. As long as we ttt"t'' "pending in t'Jt~SIJ of 
our rcwenue, t hia money will be set aside, following ms thought m the 

( 

) ( 

7 

matter and itwUI firat tnable.,. to borrow leoe; and, ~n.d, .., will 
be ab!e' to ute it. tor aptnding leu. 

Mr J<SIU<e. Then there i• not any i~ate pi'OII~t tbat any 
.,.;ney thai '0'0 gel OUI of thi! bill will be uoed U aU for lhe rtduetion 
of the d•bt. It will be uoed for reduction of..-.,.,._; in otber ,..ords, 
it .,..;u co~ noarer 10 belan<ing lhe budge11h1.11 ,..e have. 

1 wonde.red .. •hv you mak.e re.(erenee in se'""e~ places in your st~t.6-­
m•nll0 paying off the pubhe debt, when there .. no cb&noe or pa)'log 
off the publie deb< in thio prcgrom. . 

Secretsry Mo no£STIUU. \Vben we get .to a po1nt. w~rra • •e do 
strike a baltmc.c, find rhesc. revenues oont.wue t.o cor.ne m, then tho 
revenues would be uiM'd to reduce the pubhe debt. 

Mr. J £NKINI. T do not wont to nttemP.t. to oonfusa you, but r 
think t_hi~ l,ro,_mrod sLttt..emcnt. you have ~wen us "'*'3 prc~tlrl'<l for 
the JJr"OISS· l t.a 1>rimnry object is to mAke 1t npp~ttr tlu.\~ tlu.g 111onoy 
is to bo uacd to I>"Y off the J>Ublic de-bt, ar~d tba~ tll no~ nght; you arc 
no~ going to AOt to that. place for & long Lime. 
~fr. IfiLl.. \\"Till the gentleman yield? 
~Jr. JENKIN • • Y ... 
).lr. Hu.t.. Of aourse, it. is a matter o~ common kno":ledgo that. at. 

the present. tl.me the emergeney upenditurt!S are runnang ta.r ahead 
o( the revenu«!! we a re getting in, \\hiclt ared' u..st about. auRident. to 
take care or t~ ordinary expenditures o£ the ovemmeot. We ba,~& 
advanced at this time a p~ram of emergency expeoditu~ •·hi~b 
.. ill probabls co••u 2 years' ume, I w~tdd gu ... myseU. Tlus )tglt­
lation in re.tertnce to additional tAXes u., so far as •·e kno•· no••, pu ... 
manMt.legiiJation ; at l~t .it would e..'ttend over a nut~lht.r o! ytart. 
We ara preparinp: 1\. lint ume tor re-venues to come rn dunn& the 
cu.rrent. tax year, and for succeeding ta..'t years. . . • 

h iJ well known t.o the members of tbe eonmultec tluH wlumt.ante 
taxes are &Omewhat. delayOO in producing reveouej it. takCl8 .omc time 
for t1aem to g(!t. into full opert'llion . That. also goes WJ to gift l.n.(AA. 

Tlaen it. t.akot soma time to get returns from inr rensW or ,,ddod 
ineomo tnxos. So thRt. revenues will not. be coming in t.onwrrow, or 
next.rnontl•· they will bo delnycd in coming in prohnhly fL)'Cllr, 2 .)'C'IU'il, 
3 yonrs, or 4 yaa11''8 f1·om now. By tbut tirne we " iH. ha,•o rc•tchCd H.1a 
point whcro wo elm ~liminote e.rncrgencv expcncbturc.s, 1md bcgtn 
to apply to tho reduction of the public deb~. 

Mr. J •NKI N8. Pcrao•h~ly, I would like 10 see aome prognuu •dopted 
sonul tUne by \vhi(lh " e commenc('l to cut down expenses. Tbllt. would 
be. mut'b more hopeful for the people. You ca.rry a s tntcrncmt.Lbat the 
pn.o&tnt. administ.rl\Lion is goang to do sometlunr{ to rn~L txptn~. 
That ~m help uJ to pay otlthe debt. more efTecu,·ely thlln proause• 
made that we are going to pay off tLe public debt by taxation, "btn 
we cannot rneet e'tJ)fn'f'S no-~. 

llr. K."UTIOS. Right in that. connec::ti~n, I woul~ like, to call to 
the atteotion ol my colleague a pa.ragrapb an tlae Presadeot e «onoany 
m...age dtli•·•rtd to Congm;s on April 10, 1933. In thai m...-ge 
he Mid: 

Upon tbe unlmpaiNd rrectit. of the Oaited State~ Co'·t'l1lmaut rn.:~ \be •lett 
ol depc»Jt.t. tb• He'Urllf of INUr.t.o(!e policiC'll, tbo r.ct.h1ty of lndUIIrial 4Mlld'.,. 
Pf'iM.oL the value or our a'rieultural produce..., and the availability or t:mpiQrmen~ 
'l'be-ef.ooJt ot the Uolted Su.ce. Oo,·l'!mmt".o' defioitelr atreeW:lbMe funct.meotah 
hu111an \'alut». Jt, t herefol't!l beoomr.. our Brtt eoneem to anako liCCUf'CI 1 e 
rcnuadatlon. XJtlonAl rt(!Onry dependJI upon it. But. often lu ttet:n~ ttl(tory 
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8 rMOOliE, tNU:&lt.t:r.a.sca, •RD OIJ'T TAUTlO:t 

Ublral IO'I'tf"'UDP\ot bave bfftlw-rftbd OD rotb olloote IM&l poUef. Wt •• 
• .-o&ct tbll dane«. 

Mr. JaHIUNa. "nJ.At is very appropriate. 
l\lr. VtHeoH . WbA•the Pi-esidl!llt inheri'Od in the way of -nomic 

dituw na widNPread throughout the oountry, and be fully r<'aliud 
tloe oxtmt to •·hich it bad gone. 

Mr. Kt<U1110S. In thu eooneetion, I &tn •·onderil~g whether the 
P...,.;dent bad t611izcd i• when he transmit I«! hi8 budget m-g• to 
Congres!l lor 1036. He had been in office ohnOl!t 2 yeart, •nd thii is 
whaL bo uid in that. 1nMUgt>: · 

WbUe 1 do not. ooallider it advi.aatJ1e at tb;, lime to J)tU~ nny new or Mdi~ 
tk»•••l ~xt.t for th-e rl.eal year 1936. 1 do tHOu.unOJ•d that the Cult'JN:M l.fike •'eJ•&. 
by 11uiLAhlC1 ltt~.IMLAUon, h> extend the •nJM.-ollllneoua 1ut.tr,~l·rcwNH14.' '""'.,' v.·l\ieb. 
under txl•th~K ll*w, will e:q•iro nc:•t. June or Jul[• l\lltl alw_, lu mnlntftln the 4mrrNI\ 
.-.le& of thf!IIC! t.AXetl which wUI be reduood •te;\ June. I C'On&idtr th"" 11ueh t.axe• 
-.re nl'!Ct~ry lO the linaMUliJ of the 6udgeL for 1030. 

'l'ho CII AI I\MAN. Do r understAnd tho gc.nllc.m&n to be starting out. 
in " j>J>Oeition to any Jogislatioo of this kind e.t. thill timoT 

t\ r. KKUTWN. No-
The CnA.IItWAN. 1 had been in hopes that. the gentlenum, with hii 

broad, generous mind, would look upon this legiJia.tion with some. 
(a,•or. . 

Mr. KNUTiiOI<. I would like 10 have llle Secretary '0 tell thts oom· 
rnitt<>e whot has arisen since the budgel••aa l.nnsmitted '0 Coogr ... 
up to the 11.-nt titne to ~l~te tiU. P.rogram. I .•m oure tha• 
no one iA better able to gave us that tnformauoo, and I th1nk we should 
have thai bdore we atart out on anything eloe. 

There ls nothing partisan in Ll1at. question; 1 lin Wing it for 
informtH.ion. 

Mr. Vu~aos. Oh, no! 
~iT. KNUTSON. Suppose we have this infonnetion now, u to the 

neceNity for thesc taxes? 
Tho CnA HIIUN. I do not know il the Sc<orcl&ry ap<>nks lor tl1e 

!'resident; the !'resident hM SI.Oken himsel f. Ill he Soorot.ry wnnt• 
to clllborl\tc on tho ]>resident's mcss.Bgc, we will hear him. Other­
wiM J think it. ill Out. Of plSLC&. 

Mr . KsuT&OI<. Tho Sooretary ii the President'• financial adviser. 
Mr. VINSON. or eourso, it is rnthc.r unusual in this committee to 

have uny pllrtiJN\.1\ poliliafil rc£crenoos mn.do in a matter of this kin~. 
The thought thar. occurs to me is, in "~hat dirtoction we aan go to &Ult 
our Republican friend!. My [riend from Minnooola (Mr. Knut~n) 
is r•iAing the question about enacting any t.a.·< n_IOMttro at. all at. tbB 
lime, and in tl1e {?res& 1 see where other distinguished Re~ubl~ean 
l~adtn are • ·ondenng 111'hether we have courage. enous:h to bnng 10 a 
billion-dolJar tu measure. 

Mr. KsuTOOs. Will th6gentleman yield! 
Mr. Vrsaos. I "·ould not lik6 to mab tho gontleman on lbe 

rninori~y side unhappy, but we cannot. go in botli direction~ at the 
same ume. 

Mr. KNUTiiON. 01 course, what Republioal\1 are hopeful ol i• lh~t 
one ol theoe dayo we will hove uno11nced a dofinite p<>licy that will 
re&Mure busine•. We want. to get the Government off of this merry· 
110-round and bavo it headed in somo definit<> di..,ction. 

( 

) ( 
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Mr. Vll<OOM. I noti.., that at lhia time you take the pooition that 
..-0 oW<bl not '0 b.vo any taxes at all. Reeenlly lbe gentleman 
from ~ • ., York (Mr. Tabu) was challenging tho administration lor 
ladt of eouroge, and sayio'\!:1 uol..., they bring ill a billion-<lollar 
... bill their aut' hu no• performed. 

11...,,~ '0 me you ore l>laying both ends again.~ tho middle. 
Mr. KHU1110N. We • •ant '0 avoid this loooe fi-1 p<>liry. 
Mr. Vtsaos. Whot io the p<>lioy ol the Republieu membort ol 

t.be oonuoit.~, and I be Republican Pa.rtyf 
Mr. KNV,.I!ON. 'l'o .., ... urc busin0$8 so it will be ablo te go ahud 

and open up. 
Mr. Coor..:K. 1 invito tl1o gentleman's attention to thi8 opaninf{ 

&entence in tl1o 'Pras.idont's message: 
A• the fl§C!al yMr drawa t.o lt.a do.e it beeoruca our duLy t.o oou•lde.r l he broad 

que.Uon of ••• method• Al\d J>Oiiclet. 
1 th.i.uk tJlAi very clenrly forms the bae.is for t))o t'Oit.aideration now 

being ~"en to tbo aubjoct. covered in the m0888.go. 
Mr. KNUTSON. r. it tho prime purpose. o( tllls progr•nn to redi.J .. 

tribute wca.ILI~ or to nise additional revenue, Mr. SocictaryT 
Secrewv ~101tOitNTnAU. ~'fr. Congressman, I cannot. add anything 

to .. ·bat I bavo olrudy oaid in my statement. I tried '0 make it u 
plAin u pooaible t.hat we uc hereto submit an an&lyois ol the 10hedul .. 
witich b..-• boon _given to us. When I ba,·e had the honor t<> appear 
before th~ com.nuuee before J ba,~e taken the ~tion, and I think 
the couunittee hu taken tbt' pOiition tbat lhev do not U]J~t tho 
Secretarv ol tile ,..,.,.,.'!')' I<> oubmit new kind! ol W<ation. 

The CIIAIMlOAS. I tlunk tl•• third puagraph ol tl1e Secrea.ry'o 
Alatcmenl atatf'S tha primary purpose of the proJ)OS(!d legislation, 
••hen he says: 

In looltln1 forqrd t.o balanelns the Budset a.od reduei~ the national dt!bt, the 
prhu&ry lt•te-rt'llt or the Trouury in t he- Jesillat.ion • •hleh your oomrnlttc!e I• oor•~ 
lklttring rt'latol \0 the revenue whleh It may r!UM!. • 

That stotC8 the primary JHJrj){)so as cmpbotically as it cu'n be st~ttod. 
Tbnc. is in tho stntcmonr.. \\1hic \ the Secretary submit.tod to tho com· 
miu.cc lhis morning. 

Mr. KNUT80N. [hnvo no~ hnd an opportunit.y toaco the Socrctnry'" 
sU\te.meut.; I ha.vo not 80on a copy of it.. 

I would like to enll the Secrewy's nltention to lho p...,.idnnt'• 
me8Sngo ol Juno 10. 1935, where he SAys, on pogo 2 : 

Tbc traf.-mlMion from ~netaUon to stneratlon of vut fortune. by wiU, lnhul· 
W~ or cUt, Lt no' eonJbtent with the idee.J8 and .eutlenenlf of the An~rlcau -Then on pogo 3 ho 8ft yo: 

Tbedirtu.rblna tflttw upoa out national lite that rome from J'Ml lohtri\aMIN ol 
Wftlth a.nd po"·tr an to the future be rtdlK'Cd. DOl oaly lhf'OUI.b tbo mdbod I 
ba~ JuA dM.ribfd, but throoc,b a ddinit.t inueue in the \U01 aow "Y"Wd upon 
"'!'f)' pt"&t lndh·ktu.al Clot\ ·~ 

I lAke itlrom thot, ~lr. Secret&ry,lhat thU is uonol rodi•tribution 
of wealLh program. 

~lr. f11cc. lo I he ~'Ontlemon oppooed t<> that! 
~lr. KN UTI!ON. No; 1 am noL opp<>sed to that but I think the 

~o~nmittef' QUJ(ht. to know just whaL we. are doing, ~u.se Itt. me lliiY 
tb1s, thu. if this is n re,·c.nue measure, I am gomg to mO\'C thAt. wo 

Regraded Unclassified 



10 I!C'CON&, lNKOJIANC£, ANO OlrT TAUTIO¥ 

impt'M uei-e tUrs upon co•nm~ti~ ccming in be~ in auch tnonnoua 
qu.a.nuLiH u w threa~ Ammean md~try. . 

I •ould like w uk •I the. ~tory olt.bc Tro'\"~ry bull'••n any 
cOilald•rotiOO tO tbe pro~UOn ~~ unpootng. ad!ltUOnol V<~ ~' 
aay, on tf'.xtiiN, or other things • •hich are tonun.: 10 aud alo•ly dnYmg 
Anttriean industries to the wilL 

$«-n-t.ry ~lORGEXTH.U:. ~0. 
Mr. KsuT80s. The Treasury bu oot ! 
Setrouu·y MoRa&STHAO. No. 
.Mr. IJIL1.. 1 "ill say there has bt-en no ~'<'<auest, as fflr as 1 am 

ad,·i.M-tl, upon the Secretary or the Tr.u1lury to make Any such report. 
for thiiJ laeorinJ:t or for any other hearulg. , . . 
~J r. K NUTSON. 1 had assumed tlun the. frcasury hnd vuwmd tb1s 

in tm ilth~m~l~ to devi$0 dHrcrcnt wtly3 in whi<'h to rAise monoy. 
Mr. 11 11.1 •• 1 think the cbnin nnn of the commi~toc set. out in his 

opNling gtntNnent t lac scope witlUn wlai<'h lh<' hCl\riJlgs on tl1.c prCSC-J\t 
tttx J)M(.trl:tm Mr. to be co~tfined, ond so tJ.u.' .Secrctuy hns been re­
qu~ted lo fJuhnut the vanous schedules vn.lhm lbllt·8t'OJ>C1 a.nd l.hnt 
lJ thf\ limit of the request made upon tl-e S«rttnry for thiS hetlr~g. 
h. is h••rdty to be expected that the Secretary would. N>me. hNe Wlth 
e report on e\•ery roncttivable phase or the tax: (lUt!tiOI\, 

Tht! CttAIR»AN • .!\either do I assume tlutt any mtmbtr of the 
committee or any ~fembf!'r of Con~ thinks that the eommitt~ 
thoutd &ak~ up for consideration the rewriting of o.ur tntire ta.t.law. 

Mr. CKO\\'TtiER. ~fr. Secretary, 1 am not agamn a &ax btU; 1 
think .,.e tc.hould ha,•e boen prepared to lay mo~ tuts long ago, and 
1 think COY('~~ meombe.r of the c:ommitt4!e k-nows tt. 

1 rt'ftr to Your 11tatement on page 2, where you uy-
But 1hf natlon•t ntra.re demands that. wbC!tl "uth at• e1~t1 bu D~Med, 
eum('if'n~ lrlf'OIUC! be ra.Utcd both lO meet eurTenl expcmlltul'8 and to mafce •ut; 
llaltda.l rOOuctlcm• ir• the debt. The time h.ae eoo.e to mo te In thlt dlroctJon. 

lly thnt do you imply that the emergency h os passed? I want to 
ask you first whether that. is to be our conclusion, when you sny­
nu~ •thO hatlonal welfare demand5 that, wbe.u fi\ICh ~~~ tmtraency hM J)&AAed, 
euiRC'I.:nt lneomu be: ral11cd both to mt-el eurrcn~ cxp<'udhurC!t and to make aub· 
etantll,lrcduetlo•u' In the debt. The time bM coulc to 1110\'0 In thl• direction. 

WouM you think tl•ot llu.~. em.orgc.ncy period lind po.ssed? 
Sccret•uy MonG£NTJuu. Yes. 
~(r, <.:nowTnr.R. You think the emergency is O\'Cr? . 
Seerowry ~loROENTUAU. I would not say it. i! 0\'C!:r, buc. I thank 

t be worn 1:1 over. . 
Mr. Cuo"-rttt:K. 1 want. to ask one more question, and that JS, do 

you th~nL. that from your plan as Ot!tlinrd 'ery . roughly, not or 
coun.t m 1h~ nul ~·eu, because that a!l nol. what LS plrume_d to be 
donf--bua. do you think that under suela a plan the tunc Wlll .eome 
in tht rounny 'IA'hen sueh • plan .;n belp mf'et eumnt e.xpendatures 
and makf' • substantial reduetion in the deb&.? 

I ma,~ say I sa"A• by the press that you 1u~ted at. the time the 
honus 6ill was under consideration that the 1'rfuury had a plan. to 
produee from 250 to 600 million dullars b~· ,·arious typel of t.Uat~oo. 
l only Jmow wluu. J see in tbe press. beceuse we arc no&. takt:o tnto 
the inner coundls. 

)I 

( 

( 

l.NCOltr., uurorr.urc-c, AlCD Olrl" TA&.ATIO:C 11 

S«<elary ~lORO""<rUAV. ll [ may .. ,. wba• bapponod a• that 
time 1 apptared boloro th~ S.nate Finance Commit..., on the booua 
biU ~~ thetr roqu .. l . Tboy askt'd me the q,_tion bow I tbougbt 11 
rould be fi.-1 and I wid thflm I thougbt it rould be liooM<!d 
lhrougb inh<ril&D"" IUOO. They asked me bow mu<h that would 
produce, and I told them oome~·here bet.,·een 300 and GOO million 

dollano. d .L I I . . . d •t I TheY then asked m8 to ~en Ultm a etter e.xp amang w et11 'ow 
1 arri,:Nl at th""" flguroo, and l lhink Senator Barrioou put lbot in 
the roconl. . . 

~lr. C~tOWTIIKR. Then do you think that this method that you 
have dcvisod, or the BUgJ:Costions you make will raise money that. will 
help meet. current t'XJlOndituros and make a substontiaJ reduction in 
the debt. 

1 tun COJlOOl'I1Cd as Lo whothcr this ta:-catiou is auOicient to 1n00~ our 
present. uf\eds. 

1 think undidlyr ond I hu.,•e s~lid thi.~ to other poop1o, thl\t. the 
mOst hf'ortening tlung, the tbing that. would give tho greatest confi­
dence to tho bu@:incu me.o or this country, would be if they knew that 
thi!. rommitt.ee waa ela.rtiug in now in coope_rorion with the T~nsury 
Department. on a 4- or [t..year plan to balance the 'Budget, I think 
that would be the 6n .. l message Ina~ could go out to tile poople ol 
!hi! oounlry. . . . oL I . . . oL :\lr. llu.c.. J &. tS my ronvactton utat. t us program l! • mo'·e m wac. 
direction. 

)Lr. CROWTJICJl. 1( it il, 1 Am ,-oing ~tb it u ru u it ,nn go, but 
I would nol. take it fur1hC'r than 11. appears to~ al. tbis time. 
~lr. VtsooJ<. Coulrllhe ~ .. ntleman help WI 'nth the gentleman I rom 

~tinn....,la? 
~~ r. CRO\\"TII ER. I w-ill do my best. 
M_r, .K.xuT80N. I am aJra_id this merely me.ans more money £or the 

Co,·ernmcnl. to spend. 
tn tbot. oonnoclion, J would like t.o ASk tl~e Sccretar:r what ate/)1 

nre being taken to reduce GovenJmtnt. e.<tpcndit.ures ruul balaocc t l O 
BudgeL. 

Seerctnry i'-'f onOtJN1'UA U. Mr. Congressman, we bave just t1nlithed 
Lhc fi!Wu1 vur with n deficit. considernbly under the PrMident.'s Mti· 
mat~, un(l in o,·cry other O&timato the Preeide!it_ ~JI\8 made t~ Con· 
;rrtss m Uis ltl8t two lludgCI8 he. hM come well \\'ltluo thcso e6tunatM. 
So I will ooy he hoo made n good olart.. 

Mr. KNUT80S. Whl\t. WRIJ tbo deficit th.i:s yt'ar? 
Stcret.ary ~lonoESTUAU. Exdush•e of the sinking ruod, H WAI 

83,,000,000,000. 
Mr. KNUTBOs. That is $3 £or f'Yery minute fiin~ the da.,·n of tbe 

Cbri1tian era, and I do not 6eC" ho•· you can impro,·e matters by 
kt<eping it a&. tba&. figuN>. 

Mr. Yuou~oM. Do you vouch for those figures! 
~tr. K:urrsos. Ytoa; I vouc-h for them in toto. . 
~lr. McCootue&. AJt 1 understood, :llr. Seerol&ry, the pnmory 
pu~ is to raise revenue; that J. the printary p~! 

secretary .MOkOI!NTliAV. From tbe Trt"'UuryJI standpoint. . 
Mr. M oCo""·•••· Thot it !rom the Oovemmeo.•'• otandpomt., 

or oounoe, and the propoocd rates om for thot pruoory Pllll"'!"!· 
'T'be primary f)UtJ)()!W' i• not to bring ahout a gre.atJOC&al change, 111\? 
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&crelary MOROEJITIIAU. I c•n only rep .. ~ whalloaid in my lhlo· 
mtnt. 

Mr. M.cCoa•ucc . l hue rud what you said 
&cretary Moao••-r••o. I un only repeat what I oaid. 
M~. McC~R,.ACC. Then your alatement ia that tho primary pur­
~ 11 to nls,e revenue. 

Mr. ~''liTISON. J would say thnc. tho Sccrct:ary'a position ~Jll1t 1.() 

be that. this is R rtvenuo meuure1 and tba Prc8idenc/s po&ition ~u1 
t.o be lhalthis is a obar&-tb .. wuJth program. 

Mr. CaoWTnu I do not know whelher the &cretuy boa anawtred 
mr queetion 1 ukecl a while ago, u to w-hether or not. be thou~:h" 
tlus method would rA* sufficient nlOney to help nlKt current. t.Xpt08M 
a.nd reduce tho nt~.tional dobt. Did you answer tbat question, Mr. 
Secretory? 

'fhis is the quaalion J .u;ked you , if you thought. tba.t by this mNbod 
we might. raise &ufficient money to help moot cumnt. expenses &od 
roduco the national dobt. 

Sec.retary MoROENTHA U. Mr. Co~a.n. 1 c annot. answer th•\. 
qul!llltion, bee&WMI it seems to mo it LS entirely up lO this commiltft 
nnd Congte88 t.o decido how much they wish l<l roise. 

( 

Mr. Cnow1'11KU. H Avo you not. nny auggcaLion8 AS to how mueh 
would be DOOC88Ary? ln years gon~ by t.hill cornrnit.tee has been in 
cloiN!l cooperation 'oliilh the Treuury Oep&rt.ment 4\oc.lthc Department. 
ha,•e come in -·itb blueprinta sho•ing us t.hftr n&tds, lheir refun4ing 
ntct'.~Sities, and ~hat.. nwenues they e.:cpteted to gel and attime.tbty 
ha,•e come in with very hclpfulauggestions u to what. new tAXts tbty 
though~ migh~ bo imposod. 

Now t·his committee. has been told to run along nnd sell their ))) ( 
papers1 (l.nd tho ·r .. c.uury itseJ! hM no policy; it 80011\.S wo 1\ru not. 
v.·orkin,g "ith vou any more. 

£,·en thoiur'h I am on the minority side in thi.a grea.t oommitttre, 
and 1 do not.h•,•e. much to say about it, yet l tbinlt the. me.o on the 

ma!'ority side a"' able and capable of working along in c:oope,.tion 
wit • tho TTc .. ury Departmen• on cur fiscal policy. 

Mr. V INSON. Some of us on tho mfljority sido
1 

although lt. might. 
bo uken as ft compliment, recognize the sbility or the. conuniU..eo •o 
l"'!isl•te undor tho Constitution. 

~lr. CttoWTuca. The gentleman from Kentut ky, as usual, ma.ktw a 
Vtry gnce(uJ e.a•. 

~lr. K.""OTSON. l take i t u being no distinction that. we have 
J)~MeC:l more lt-gislation that. has bee.n hcld uncon.stitutional than All.f 
other committee in Congress. 

Mr. WooottuP~r, Mr. Secretary, do you not. believe that. it. would bo 
a good policy for the Depar•ment. to submit. to this oomJninee thn 
a.rnounl. of money thai • ·ould be- ne<lf'88&1'Y to rais6 to accomplish what. 
Dr. Crowt~r hu suggened, lea,·it_tg it. to the rommitue, in line .,.;tb 
I he •mggesuon made by our very able and ~allritnd (rom Kentucky, 
to decide whe.r~ chc rc, .. tnuH should be r8.ised? 

Secretn7 MonOfll'i'TUAU. I wan~ to MY tl1nt.. the very Lt1.8t. thing in 
lh~ world . want.. you to fecl is lhnc. we do not. wo.n t.. to cooparute with 
llu.1 corntmttee.. \\'e need its ht>lp at sJJ time.. 

To e.ns .. ~e.r your quanion directly, 1 ree.J tbt\t ic. ia not. behold~• on 
the Tree.surv to make truggHtiont to this committee as to bow mvt:h 
rnonoy you abonld raioe. 

nrOO.l!ll, UtHilRI'l A,NCB, AMO OIPT TA.UTlOlf l8 

Mr. Woon•u,r. Do you ~~ to toll m• And tbe otluv nwubers 
of the oolllDiiiiAle th .. you do no• btlieve i~ iJ tloe duty of the Seqe. 
W)" of the 1'ro&a~~ry to infonn ~ 1\'ayo and M..,.. Committee ol 
the amount of m<>lll!Y n-.u:y t.o t.conmpliob the very deaarable 
&.bingo in .ru.. pn•••• .. oituation7 Olhi'I"Wioe ll•• commi~t.e hu no 
w•y of knowu~~r bow much tb•t trum should be. 'J'he connnittoo 
v~ly JO\Uit. look to you a.nd your Oepnre rne.ru. for tluu. inlorroa­
lion , And thi.» oonunhtee c.wnot.1 m my opi.n.iouJ disposo of lhis quea­
Liou until wo do firs1. have Ulllt. in.Conn•t.ion from you or your 
O~ont.. 

Secretary Moooa.~'l'lUu. I think ai-J'• oince I have bot11 in the 
Trea.sury Oeparlment. we bave gi,~en the eonun.iltee every bi~ or in· 
lomtation tltey wan,ted. At to this question or bow mucla money 
t~J •ouJd bo raiAcd, u.s ra.r as 1 &ln eoncerned~ that. decision will bavo t.o 
b• made by Cong,....,, "''d not by mo. 

The CH.A.UUUN. lo ,.;ew ol the aoope or tJlMO bearings, wh.icb are 
~ conducl<!d on t_ho bam of the ~enl'a .m""""e, you have 
wdic&l<!d lh.•• ~bere '!' a ~tid of taxa!Wo !'I whic~ .re might avail 
ouf'M:Ives, Wld,ou&. an U1Junoua effee1. on buun011a or mduatry, a ltgili· 
mole, broa'd field lb .. baa no~ yo• bocn utili•ed. 

H you should corne hero nnd ny iust what. tho rates should be aud 
bow the •nonGy obould bo ralaod, ll>en would you not bo subj~t w 
tho usual cl1nrgo that tbe adn1iniltration it trying to diclato to 
Coognss and that Congrooo is only a rubber aiAlmpT 

Secretaty MORO&NTHAU. I am alraid so. 
The Cn•'"'""· Which ia the thing tloat 1be odmini.otntion io 

trying to ovoid . 
Mr. ·wooonull'r. 1 do nol wtul t. the chairman lQ put me in a wrong 

po~tit.ion, l:..coouso my question wM t-his, \\rhethor you beliovod it. 
would be tho prope.r tbin.g for you or your Department. 1..o do co give 
to the me:mbf:n ol this coouniuee dt~ su.n1 or money tbat ir. would be 
neeeaary for this commiuee to raise in order w acoompliah the 
~bingo outlined by Dr. Crowther. And tl.- IU@l!t'filiona ol bia were 
'"'ery worthy or your most.. eernett. coru~ide.ra.tion. 

1 still in1nMt. ch"t.. inasmuch AS your DepMtmont.. is t.he only dap&.rtr 
men_t. or th.U. Oove.rnment. that. has the knowledge ~d hu tho iufor­
mallon as to how much money wo need to at Jut. part.ially b&l&Jl(~ tho 
Uudget a.nd get. ou the wav to eolvency in tbia country'-I s till in&isa. 
that you ought. t.o give this conuniuee that in(ormataon, aod it. will 
ool- Lake from t.he. tommit'-M any ol its p~f\lg8:th·es. lt dH.e oo\ 
deetroy any ol tho dignity ol the oommiUM to give- it. that. inform&­
lion vrhic.h it. nlll8L hsve. iC it. is going tO 1\C&. in ~Uigently upoo thU. 
flt1est1on. 

Mr. RJLL. It hM been &tated that tho dclid• at tho end of tho rill<lal 
Y .. r 1935 wu 3 billion dollars. If, at the end of the fliC&I y .. r 1936, 
the de6cil ohonld be 3 billion, or 2 billion, or ooo billion, and then, il 
a t the end of the tiocaJ year t937 i • should be nothing at all, wo can 
then hope to bol•noe lho Budget without ony additional W<N. 

Ceruunly1 the gentleman dooe not expect this committee, And the 
oounlry dooe llM C.X")JOO.t. CougreM, to levy ftdditinru~J UU::M o( 3 biiUon 
dolla!"S to baiBJl<'e the Budget. ou tbo prestJlt. basis of emergency ox­
prndlt,urM. . .._.__,., ,_., 
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~1~ Woooaurr. The ~tlem"!' lmowa lbal tbe gentleman from 
Mitbljlan d""" not oupJ106e anything ollbe 10n. Furth•• than ,,,., 
tbe gentleman oan build: up a btautilul pieture if h• .- tl>t f'1(U...; 
be hu reltn"l!d to. U IL ,. nol eorree~ proeedure lor the ~u 
peporlm.tnt.. ~e only ~ep&rt.menL of tbe .Oovemmeot thu bu ~ 
mfomtaltOO th111 ~mrrutt.ee need&! to ed':se the oomnlittee what ~ 
n-ry to ~ nu!!ed to aceomptisb defin•te reeulu. in t!1e nftllt few 
y..,,.., tha11 I do not know what is the oorrcct proeedure. 

Mr. Coo••u. Tho S..rctary hM p..-nted to the oonunitt.., 1he 
'h\!f'l cl tllt'i TrNtsury 1Hld the fi!'anc~ or the Govemrncnl, and hAt 
md1CtHM tho ;uuount of tho defirut ns •t now exitUM oud haa rMJ>Onded 
to tlu~ rcq~ . .u~L of the ~mmittc~ by presenting e~rt;1in iufornHH •on nnd 
dat-ft .fhut 18 n~(le8Sil l'): m ftnnlyt1~g the pry>grom pi"{'Ben ted hN·e. With 
t lu•t ,mfo~mn ~1011 !"'tU1Ablc_ to thts ~omrry•tt.ee, 1 hen t\8 I undel"itl ontl it 
the &I tunt•on as tlu.s, thnt.. tlto comnuttee 18 prepnred UA I bcliove we ere' 
to go tthcud r\nd apply such rstes and MChedullw :." am nocCM~try tO 
aeeorn1>li8h the purp"""' here sougbt. 

~1r. \'aNSON .. It c~rtai~ly jg a question of (Wlitf u to the mllnner in 
wluch an~ the tame m wh1ch ll1e refundinl openuons and the paymtnl 
or the uauonol deb~ should take plaee. Som8 migh~ want to do it in a 
y ... r. 

( 

Tbenry.ablep:entleman !rom New York (Mr. Cro,.•tl>fr) haamade 
a ooMlroeuve a~tsuon_ w1th. respect. to a 6-year period in which to 
balanoe tl•• Bu!4;et. While I did not-o lead pen<il in rhMking bark 
tl••. figurM, I tlun~ it migh< be said, in the rough, tha~ the ""bedul .. 
•·h1th wem aubmnted ~ .the TrM.wry for final estimate~ will run 
some'A•here betwN'n a nurumum of $100,000.000 and a muin1Unt or 
$1 1..000,000,000. ls thu eomewbere near oorree.,f ) ( 
~mtAry Motta~NTRAO. That is. about. right., air. 
Mr. Va~soN. It 11 lor the comnuttoo to deLonnine the J>Oliey aod 

to dctcnnmo the rnnount. or taxes that should be Un1><>f!o0d at. Lhis timo. 
S<erc~•ry MonOV.N'ri<AO. That is righ~. 
Mr. KN UT60N. 1\'o hove. leeway thor• or $000 000 OOCI. 
Mr. VaN~ON. 'I'his ia ona time in the history or' ou~ country whou 

the ~~x~culivc.n;:Hos u.r~)n Lhi~ committ.oc, o.s tboy havo reliod t t'1rough· 
ou~ tlu.s ndnu.msLrC.tJO.n, nnd ns the Ex:ocutivo should luu•o nlwtlys 
rehed upon tlu.s con;u~Lt.too, undftl' the Conet.itution. 

~~r. ~r.was . .In gtvmg a stateme.nt on this subjer~, ~·fr. SecretB.ry, 
1 thmk 1t. WO\lld be "ell, for tbo purposes ol com pari&on that a fltnte. 
n.1ont. be made u to the deficit of the Trea&ury when tiJs administra. 
t~on took d••fll", and a atatement also as w tho 20,000,000 peoplo "ho 
•ere lf!ft. lO us lo feed out. of tho Trcury de.fich, whatever it. wu. 

Mr. McCORMACK. Now that the political maneuvering is over, 
Mr. Socreu.?' •. let rne ask you lbis question. The originary Budge~ 
ts baltnctd, d 11 .. not? That is troe, is it. not? 

Stc-rN.ary Moaoi.!\"THAU. Yes. 
Mr. MoCOKIIACI. And wo have "" eot.imated tueeM or oufl'IWI of 

$100,000,000 and upward on the ordinary Budgol. 
SccreUiry Moao•NTHAU. ApproximalAlly. 
Mr. M oCOIIMACit. And this legislation partinult.rly relota to tho 

iiXtn.ordmary or emergency outlay? 
&eretMri Mono&~'Ttuu. That. is right. 
Mr. McCo!uucK. Aud it is contemplated now, or 1.ho in t.e.nt.ion is 

to tuso these mcruMOd taxes over a period or time, probsbly 5 yoar-8, 
M Dr. C rowther ''e.ry wol.l said- and 1 1\grco with my friend from 
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Keo1udty lba~ t.ba' wu a ~nauuct.i•~ suggeolion. Tbe purpote o f 
thi.!: is to mee&. 10 the conung yeal'l, an the reuonable futu..re, the 
utnordinary expen- u tbe result of the huml.lle aetivitiM tnpeed 
io b1• the Oo,·~mment during the past 2 yean. 

No"' it. is &N'Umed that. lbt" necessity or the ll'tmtndout outlaya 
alwr tbo non 6t<al year "'ill hA•• gone by, at least-..·e hoOf' oo, Alld 
it. is reA80oable lO AMume that. tlte extra.ordi.nA.n' npenditurts we 
havo been compelled to make during the rsst 3. Y•An ,..ill not l><l 
0ece.._~RI')' during the romint; fiBCill yesr. 0 oouree, v.·~ ha,·e .. ll"fftdy 
apllropnaled ror thi• fi!ICal year. 

tts:surne iL is extwctrd lllnt. there "rill be a considerablr dropping ofT 
of those c.xp~ndittll't'R by reuson of impn;n~ecJ busi.nesss foudilious. 

Scc1·ctl'H'Y ~'iOIWt~NTIIAU. I think in Lhe President.'& Butl~ct. meMilgO 
or ,Junui,..y or l·hi~ )'4'1\r ho mrntioncd t.he raet that this ycll r woulti ho 
t lte pe~tk Of OXJ.umcfit..u••t,M. 
~ lr. ~ l cCouMACtri.. Aiui \'OU, as Secret.ttry of tbe Tr('nsury, in yl)ur 

own right., agn.•c_1 wit.h that.? 
Secretary ~ t Otttl ENTIIA,U. In my own right, yes. . . 
~Lr. Cut..L£S, Mr. Cluurtttnn, now thatwehs,·eh:adallofth(';pohllt8 

of tbi~ qurglion discussed, lcL us .Proceed in an orderly and sci~ntitic 
manner to gel &Otnf.'i information 10 reg3.rd to the re\~cnut wr hi\' !" to 
ra.ist-. So r 010\t thft\. thl'< next. ~itness be ealll"d. and that hf' be 
allo"ed to l)ro<"N'd without inu.rruption until bisstattmrot i~ finiJhtd. 

~t r. CRO'f\'Ttn.R. That. is tht usual procedure; that i§ the ~tlar 
order. 

Tbt C'nAIR>us. Th• n•~• ";tness is ~rr. L. H. Pa.rker, the rhitf 
of staff of the jf•int. tOmmit.U'O 011 internal revenue. t.a..·ution. 

Mr. Parku, you tnay proc~ in your Ol\1'1 ""Y· 

STATEilENT OF LOVRLL H. PA.IIKER. CI!I1W OF STAPP, 10IN'T 
COlllllllTTEE ON INTERNAL REV1!N1TB TAXATION 

1\{r. l'AitKF.IL Mr. Clmirmnn and membnrs or tbe r.omrnjtt.t(ll, with 
your />ermi~ion1 I l'hAll (anoto hrlcHy Lbe rooommendutiou~ (l( the 
Prcsi( m1t, nml t.hcn devote', mysc:M mainly to srttJn~ rorlh t~tll'toin 
fnetll '"hich flhou1d ho coneidrr.-·(1 in doalini wlth the ficld8 or t..n.:<nlitllt 
afTec:ted hy th~e rcemnmcndBtions. 

The m~f4tC of th~ President. rCinta.ins three dc•finite propMAit. 
One is in ~port t.o hi~;: her Kurto~es on individua.1s; another is in rt•11.pe.rt. 
to 11 gmdunted in(•omc U\"( on rorporntions; tU''Irl another i.! in ~IX"-'" 
U? an inheritance ttnd girt tll.'C in addition to our existing et~tatc M.nd 
gtft lAX ... 

In resl)«t. to eurta\"t'4J on indi,~duals, the Presid~ot's mt-Magt make5 
tbt roUo•ing reoc:ommendation: 

Tbe •PI•litaHon of \he prineip!o ol a paduated W now a'&opt a i SI.OOOIOOO ol 
annual tneome. In o\hn wont.. •hUe U:ae rt.te for a mao -.ith • M.OOO nt0mt1 
!-double U~ ,..~ fu.r one with a $&,000 1oeome. a man ha•tns a Sl.OOO.OOO amuJAI 
mtame pt.)'a a.t tbo eamo ra\0 M one whoee i.QCIO{J)e t. $1.000.000· 
. • • • Therd'ore tM duty l'f:lli\1 upou \be Qo,·erD.JlM'n\ to rfttrkt .ucb 
UK!Olll('!l by \·uy hlgb tax8. 

In r(>;8p6Cl to the rrMiuAtod rorpol'fttion in<"Oille lL"C, tltr I,~Si· 
deot.•!4 me.._._,t~c mt•kett 1hr fo~!owin.; roror,ulenJstion: , 

I. tbc~fore, reoonunC'n(t 1hi!! 1mloetltution C\f a OOt'J.lOflllll\n hltfiiiH~ ••• !(Mllu· 
atcd 11eeordiug t.o t1h• til~ fl! ooqlQration luoomn In pl"C'e of th., IJr~nl. uniform 
corporation lnc.ome uuc of 13'~ pcrN"nl. The r;Lte for e:mAllcr corporation• 111l1h' 
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•~II lM! Ndoeed -.o 1~ ptl"tteelt, aod ~ ,...,. pada•\41d upw&J'd to a r&&e « 
!~' oe ""' - Ia tloe ,... ol tloe ...,_ oo.,...,.Uono, .-Jill -c;;r;;;;,:klo.t ol buh.e. tt~ .. the publte lflttrrt.t m&J' auglllll ~ tbe 

In re&J)t<'t to an inberit.a.Dee LU and tih. tax in addi&ion to our 

r.rfW'nt. eetate and gilt tu:H, the Pres:idenL't OlNI*It' rontaius Lbo 
olio-· ink recommendation.: 

I rMO«ni'U4!t!od, ~rdOft, ~ l., adrllt&on lo lh prt~~tn'- cwLA~ ta.u.. tftve 
muld bf. S.Ykd •• tolw-ril,.et-. tt~ion, ud lf"tca(l1 tu In ""I loti'!\ lO aJ.] \"ery 
lar~~:e aiOO\UIIA t't'tthed by any on~ l.tfa~ 0t t l!:flefit'ia.ry ; a11d to (1,.vent , 110 f.a.r 
•• po.lh~, e"*-li.>r~ ot t~bt tu; ( N'COnl.ml"nd further t.he htliJoQI!hJon Of sift. 
t•,:H t-ufted to thla end. 

It &I>PUJtl l·hat. the three r~orumench•tiOnK quoted must. be oon­
tinut~lly kept in miud in d8-'1i~ni1)g tho I'(Wf'OUO legi ~l ••llou uow under 
cont~idcrntiun. 

P~on'f I. SuR'rAX&!I 

,.h.., l"l'l'8idcnt brut yointed out the iru-onsi,lcn~)' or our prtosent. 
grAduntOO ~mrtax, whaC'h: cease& tO be grtldU ftt.~~~ rurthor at the point 
of the $1,000,000 income. Our iU'HPnt.aurtax achNulo, R.S contained 
in the Re,•enue Act of 1934, begins with a 4 per<'ciH .. rate on surtax 
net inroniCf!l in ex«SS of S4.000. The graduatir)U upon thit compara­
Li\'tlv trnall uuount of net income is sharply int:ru8Nl up to SIOO,OOO. 
At_ tf1i1 point, tbe surtax C\l.rve is comlderably flat~ned out. At the 
J>Omt of the SSOO,OOO n.et intOrne, it become~ still further flattened 
out on a«ou.ntof greater brackets. At the $1 ,000,000 point, u before 
autfd , rradu.atioo ruses. 

Under the re\enue aet or 1913 @!aduation cealt'd at $61 o,ooo. the 
muimum rate being 6 percent. l:nder the •u·t of tfHG, ~reduation 
ceued aL $2,000,000 . the m.aximum rate beiua 13 percent. Under the 
1\C't of I 917, gudu•lioo ceased al $2,000,000, the maxiruwn rate being 
6:l pereent. Under the act. of 1918, graduAtion cenu'tlet. St,OOO,OOO, 
the muimum rate being 65 percent. Under the act. or lO~H, graduft· 
tion ceased 1t. $200,000, the rnll.ximum nte be.ing 60 po.rtenl.. Uru:cr 
the 1\rt or HYl4, graduation ce."* al $500,0(){1, the rnnx1mum rate 
be.in~ 40 JKlrtent. Unde.r tho aeta of 1926 lind 1028, ~rllduation 
\Wits&.l 1U $100,000, the mLximum rttt.o hdng 20 percent.. Under th& 
tU' t of 1032, grt~elu~ttiou ceased a.t.$1,000,000, the nu\ximum rate boing 
65 l:H'I'l'('lll. 

It runy he well to note tluu. under the Uriti~h inrorno tux, J{rs.duation 
C:OilAH •t $250,000 (£50.CXIO), the rnttximum rttle lwing 41.25 ~rcent. 
II0\\4.'\er. tht! Briri~h norma.l rate of rax is Z2M JX'r"Cf'Dl, wllile the 
,~o·ooc~al raorrual rete is ~o.mh• 4 perce.nL. Thertforo, in ON!at BritAin, 
th~ Ju~hNit lAX t L any 4.Joflu of income it 0-:>J: perCC"Olt while iD the 
l"ai1td ~t•IH, tl·• biihcst u..~ on on\• dollar or mrou1e l§ 63 percent. 

• \t thil pdnt.. 1 YiOll1d like to subniit for I be reoottl a table alao\\ing 
th• totaltu (bo~t oomtal tax and aurtax) tm ttrtaiu apecifie •n1ounta 
of nN mro11te uodu tb~ Federal Revenue Ac:.L or 1034 and the British 
}ina.nee Aet of !~4. Tb!: table shows the total tax on srltt('ified 
anwunlt ran~ing frurr. $1 ,000 to $10,000,000. 

( 

JM'OOM&, UHL&IUTANQB, A:t'O OIJrT TAXATION 

SI,OOO • ·• .. ,.,., .. . 
t'l,r,RI _ ···-·· ••••••• n. ..... ..... . . . 
~:=··• ;:::::.·~·:: ...... ............ : .. 
fi,))O ............ . 
f..l,«<I. ... • ....... . 
.... 000 ........... .. 
17,000. . .. • .... .. 
kCIOO . . ........... .. 
.. AOO . . ... . 
I IUOO ... 
112.00) ... 
llt,OCII .. . 
Ul.fKO .... .. 

• 0 • • .:. .. 
"' ., 
"' n~ 

'" ... 
"' ... ... 

a,t u 

... .. .... ... .. 
~~·· 27".1,11 ...... ..... 
641.11 
ta2.11 
1111.81 
W2.11 

I. lt.l,ll 
I, UI).JI 
1, 114$, 11 t.••• . ...... 
I.Ut .• 

lll,OCO ... - ...... - •• 
no,ooo ••••••••••••••• 
fl'.OCO ....... , ..... . = :::::::::::: . 
=::. ::::::::::::: 
ft(I.O)D . . . ........... _ 

~~::::.: : ~:::~:: 
noti,OOO • ••• •••••••••• 

~:::::::::: 
tt.,OO(I,Q)D ........... . 
~ .......... . 
fiO.OOO.OIXI . . ..... . 

... .... .... . ... .... .... 
ll,llt 
111. 101 .. ... 
=:r.: .... ... 

67l. lllt 
1. iiM .... 
l.otl. llll 
II. ,.1, 1\N 
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'··· ,,.. .. 
t.1'04.• 

'"''' 1'-"111 

''*" '»,.611' Ill 
'JIIr,'191111 
~.'1114tll .... ...... 
~~.-­.... IW.l4 ... 
til, .... 

l,le1,104. . ........ ... 
1.161,1&4 ... 

At p~nt in the United States~ amounts of surt,ax neL inoome in 
ur""' or $1,000,000 ore tuod a~ the fta~ rate or 59 per<enl, In 1933, 
thtre .,·ere -16 individuals "·ilh net incomes of OVf!r $1,000,000, and 
thr total net ine»me MportNI by them amounted to approximatfl1 
SSI1000,000. Upon this net income, the total nonnal and 1urtu 
pt:iil amounted to approximately $26,000,000. Thus, it can bt lft.D 

that e\•en ir •·e took •"·ay under 1933 conditions all that every indl· 
vidual made over $1 000,000, we \\'Ould secure only $35,000,000 ln 
tax. •·urthennore, thi! S-35,000,000 -~ould not represenL additional 
revtmae, inasmuch .. it wou1d have to be reduced b.v that p&rt or 
the $26,000,000 tax paid under existing law whlth would be attribut,.. 
able to thn ~lart. or che net income over $1 ,000,000. On tho othtr 
hsnd, in 1929 we had 6 l3 invid_icJuftiS reporting over SI,OOO,OOO or 
net income e11ch. The total net income reported by t hese uuHviduals 
amountcrl to Sl ,212,000,000. It is obvious, thererorc, thft.t. in sUch 
yPI'ar A large sruoun~ of revenue could be ACQ\Jrod in thM6 Ul)flC'r 
brseketa. In order to &et forth more oomplet~ information in r(~J,•~t 
to thMe l•rgc inoomt'l, the following t.&~\lcs are submit-ted : 

x ... ..._...~. .... '"' . .. '"' .... 
... 1 .. .. ...... -.r.c.~ A.111.00t 

_ ... 
ti .OIA.W ........ ·- .. ....... u,._ 

~-.. - ..... . .. ....... . ...... L~t.CIOO ....... . ..... .. ... ..... ..... .... .,. "'"" .... ...... .... 
........... .... _ 4••···-··--··- ..... ...... ,..., ..... ..... 
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N..e.._.._ - .... - - -... u. P1l.MS.- """'"" tr.''- U'l,O ........... JI».'Z!\.a uo .... 
,,., __ 

L C , I Iol,«<t •n-..a It!. D. tOO ... ._ ... ........ 111.,..0 ............ w. aa-.u .. ....... ..._ .. 
.. .... ,JQ . ......... ... .,.. ... ......... »",.:,_ ........... .......... 144..9r\toD LIU.-000 ......... ·-"" . ....... 

I might. a.l!o ndd that in 1929, tllere wert'! 38 individulll& with net. 
income& in exccse or 55,000,000; in 1030, 8 individuate with net 
ineomt'6 of this size; i.n 1931, only 4 ; in 1032, none; ruul in 1!133, 
only I. 

rt m••Y nlMO be• useful to have )Jrintcd in the N'<'ord nt.. this point. the 
o:cistiug Kurtox sclaodulc now io force, 

T.uu,c 4.-Svrluu "'uttt tzii:Jirtg iGw 

..... ~l T .... -llunu• lllllOIIlt 

-····.- -.. • .. 
• -' .. 
• -• ... 
" ·-.. ·-.. .... 
" . ... " .... .. . ... 
" ... 
" :,:. • . .. .. u •• 
• ..... • ..... 
" "'"' .. .. ...... .. .. .. ...... .. ..... .. ....... .. ...... ... ....... 
" ...... .. ...... .. 

P.utT ll. GRADUATED iNCOME TA.X 0~ CoRPORATIONS 

Tl1f'l t>re8ident racommends tho substitution of a gradueted ineomo 
tax on corporations in lieu of the prftimt incomo ta.x imposed at a. 
unifonn rate. He suggest.s that tbe graduation mitfh&. -.·ell be [rom 
10)1 to 1611 J"'I'<ML. 

l'ndPr ~nsting law, corporations pay a Hat tax of 13M pet"MDt. on 
tht tnt ire amount of thar nt-L income. In tf'ttai_n rornu!'r revenue 
ltll ~hef hu bem given the &m.all corporation bv nu~a.ns of a SJ>«ific 
~xtm~tion For example, in tJte rev.-nue act. i.roru lOIS to _l926, 
ln<'lu .. u·t, ~e tt"<emptcd the first S2,000 of n('t income from tax m tho 
ca~ of corporations havintz a net in~ome of IM!l than $25JOOO. In 
1028, the t xC"rnption wnsraised to $3,000, but in 103~, it wucliminattd 
Altogether. Thi.s e.x:emption crer.tod " certain amount. or gradustion 

0 c 
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in th.e~ or c.he .mall aorporation. For imt.&.Dce, a corporation wiLh 
a Sf 000 net ineome paid tu ooJy on one--half of ite net income, which 
;. ..juiuiC'Ol ID aaying lhal il paid ODiJ' 0<1o-hall tho •taodard rate on 
ica entire nel i.nrome. Jo tbe &am!O way a corporation with a ne-t 
income of $8,000 pa.id at a raU!J fM)Uivalent to only three-fourlht of 
the 1 ta.ndii"CC rate on ita enlirfl net. mcome. 

or courte, during tile war period, we had e:ceeM-profitA and •ar· 
profitl ti.XM on corporations going u higb as 66 and 80 ~runt, 
n'lipeetlYely. Out tl1aM taxos ha.d nothing to do with the aixe of the 
corporation- the rate being d.etermined --by reference to the r•Lio 
b(!twoo.n profill ~tnd inn-.tled capital. 

LL is true thai> a compnrt\t.lve1y s.maU number or our eorpon•tiou• 
roJJOtt lhe IJ'OILtct.r pMt of lho totfll not incotn& shown on the inrome­
LiLX rct\m\IJ, In this connection, it is pointod our. tlu•t in 1032, out. 
or 82,646 r.orporntions J)nyi..ng income ta.'X, only 3,730, or about 4" 
J>Ortent~ hnd not income& or over $50,000. This JJhenomr..nn i11 not. 
oonfinoo tO tho de.prCMioo year of 1932; for in.'ttAnCO, in l{}29, out. or 
180,6tH COrJ.loOr~ttions p;•ying income tax, on1y 3,044 , or la88 than 
4,K percent, had net. incomes or over $50,000. 

Ln ordor tl1at. the record may contain certain import.ar•t. faet.a in 
connoc:Lion witJ, tl1e number of corporAtions in tJu~ \'liriouw income 
elas.ses and tl1e amounlA or net income re.poned, I em r.mbmht.ing • 
table from the ttati!tics published by the B ureau containing 1uth 
in!onnation ror the years 1929 to 1932: 

T"auc S-C«,.,~&.. rd•nu /« lfJltl e. 19.#., ad,_....,. •Nl ~ ~~. 
,..._._, •u•-wr -J utwr"•• Ad i~. •NI fltj.ftl 

IW~.._. ............. _..~tl~fll._..el ...... 

"'' - .... ... 
1'\tll ........... 

S11•W I<YD~btr N";Cbo N'lfiiiM ....... Stltft. Ntllllo NMIIlo .. - •• - .... .. -1'11llll'n. 

... _ ....... ... .... 
fttWnU tbowlnc Ml l.ntOmt 
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PART rn-A. l:o;usKITAsc K TAx 

The m"ssn~e of tho President rooommendA t.luu, rut inhrritanee tax 
should bo 1e,•aed on vary llll'ge tunounle reeei\'cd b>• ony one lej;atoo 
or hc-ncficiny, 11nd tJant.' this tax should be in oddiuon t.O rhe exasling 
f;'cclcnll esttne taxes. T he President slnlO& tlu•t-
h•li~ritNI eM)nomlc I.O"''C!r ltl M hu.wn 111i~t.en~ wllh tht! ldeal1 of thi• " ouere.tlon. aiJ 
lntwri1 C"'(i polllltal po .... •cr WAll ineomitt.en~ wi'h the ldu1t of the ltlltf'rahon 
whlf:h t• .. tahllthtd our Oovenuucut.. 

Th4' tllSk or designing A propa:r inhe.ritiL.DOO taJc I•~"· is ft difficult one: 
for in addition tO the problem or rnt.es, which i& the printip~d i.ssued 
invoh•ed in the surtax proposal and which is also the princiP*I ie.sue 
invoh•e<J in the proposal in respect to tbe graduated maome tA:f on 
corporatioM, many troublesome que&tions mutt. be en.t••ered beJom 
an t(luit.able and eonstitutional inhtritance. tu law t:an be written. 
For ('()ftnnienee, l ,.;n make a brief atat~f.DL on our exi.tinJ detuh­
._.~ t flltf.m bt:fore disell!8ing the many technical and adminn&rati,·e 
qut.tuo1a •riling in connecuon wit.h We deeign or an iuberitance taJ: 
law. lt. ,..u be neeessan~ to state at the ouL8et. that. an inheritance 
ta.1 iJ baMd an the ,.aJu"e of the share of t'&e.h bane.fidary .. -bile a.n 
a~tat4' t•x it l>a.sNl on the tot.al "alue or tllc e~ta~. and chat. inberi· 
tanC:<'H.a~ f!'tM wiU, u a geoual rule, apply only w the net. ahare or 
the ~nefic:utry. 

, c 
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Undu ui.ting Ftdt:ral )awe, we have two estate texee_ The finll, 
im.,.-1 by tht Rntnue Ae~ of 192&, is gra<luatocl to 20 ptrt<"nt, 
allo•·• • speorific: txtmption of $100,000, aud AD 80 ptru.nt. ('_~iL Cor 
State dtath t..,.M paid. The ..,.,on<l, imp<tHCI ~Y tb• Ruenuo A<l of 
193" asamt.nded b>:, the Revenue Acl..of 1934 , as gnduatt'd to GO per. 
unl: allo• • a ~pec"afie u.rmptioo of $50,000, and n.o trtdit. for State 
death c.ueo t>aod . 

Hov.en!t in the average C:ILIW', to compute the total death-tax 
burd~n wcd; .. "eonly to look at. the rete~ or the 1932 aoL uamendNI by 
the 1034 act. This it bec:auso thetie rates are used to romputc 1 tflnla· 
ti"e t8~ froul whi('h is 11ubtracted tJse t.u: computed undu lhc B,('\ enuo 
Acl..ofl926. Let. me m11ke thiaclcar by an ex~ffiJ)Ie : 

Assume i~ $ 1 0(),000,000 csLate. 'l'be te.u.ta tJYO tax t1 1ld~r t h~ l 032 
act M ,uncndcd will he Klightly less than $60,000,000, the nuudrnum 
rete bl'.j_ng 60 s~rccnt.. '1'1-~o tu under t~o l926 &('t. will be elightly )oss 
thon $20 000,000, the mnxamum rnto bemg 20 J)ercent. Now, llgflln!l. 
this laner tu: mlly be credited SO peree.nt, or about. $16,000.000, for 
State dea~h duties paid, t10 that in such A case the estate will pay as 
lollowo: 
To the f'tder•l Oove-mmf:nt (undf'r the 1932 &el a.a ammded). -~ 
To the t'Mual Oon rnment (under the 1926 ad) ••••••.••. -~ ••• 
To abe Slat.eGo.,trnrfti"tll ·········~········· · ~ · ·············-

loW, 000. 000 
'· 000.000 us, 000.000 

TMaL.... • •.•• ·- · • • • • • • • · · · • · · • • • • • • · · · · · · • • • 60.000.000 
Thu5 the total lC!ntath•e ta:c computed under the Re\'tDUf' A(t. or 

193'2, ~ am('ndtd, repMtnU the tot ill ta.."\: bunlen in I U('h a cut: 
There are howe,•tr, some ca&eS where the Statts ha n tu~ h13htr 

than the 801 
(M'I"CeDt. credit ello-.'M, and io suda ca&e8 thtte 1! aU"< 

burden grcattr tha.n thai.. whi('h .. ~ould be computed under the rat~• 
in tbe 1032 act, u II.Intnded. 

To ahow what theJ1rMcnt. estate-ta.."\: burden is in tbe genua) t.ao 
•'here the 1oo•l u.xe~ o notoxcced theSOpe.reent..crediL. fl1l0wN1 by tho 
Jte,•enuc Act or 1026, 1 submit. for the record 8 tnble showinJt tho 
~tm<mnt. of tax computed ' sudcr the r&t.e5 cont.ained in the 1932 "d, 118 
Amende~ bY. the 1034 1\Ct. This table shows t he lR.:C bu~den on c&li\U."~ 
or vflriou81'1 1~ea. from $2,GOO to $100,000,000, both m tlns co\mtry and 
in (ire"l.. l)riuin. 
T AI~IC $.-P .. ,alf kiSt COIIIporilon uf tll.t t•lolc lM (IH/fN'e tttdit) p_o~tJI.f ~n 

•pteiNt.tn 11d utottA '" '~ Urtiltd SlOI« (u.Mu 1M RtHJtiU Ad (1//034) oM'" 
GrtoJ 1Jri.f1ti~t (wn:dtr tl•• Fi"o~~~.cc Ad, I~ 

' s., ...... 
t•al&t4 Bflc-lt.W x-..aw . ..... Arkloft&al - ..... O•cWiarl a& (bd'W ( ........ ...=::.., ... ,.._ _ ., ..... , ....... IUW £ 1) ....... »•CU ..... 

..... ,._ .. _ .. ...... ..... ·- ~- .. ...... ..... . ..... .... ~-
, . -- .... ..... .... N- ... ·-- ..... ...... ...... ...... .. .. ..... ...... ...... ·-"" ..... ·- .... ....... ·-- , ..... ..... .. ... ....... "-"" ,., ... __ ... ..... .. ...... ..... .... ...... .. .... ...... .... a , P toa,CDI,UII ..... 

•• 
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1 &loo 1ubmi~ for the I"'CCrd a ublellbo->oa the oum~r of Fed<nJ 
ootate-t.ax retunll filed during the ... Jwdar )' .. ,. I 029 1<> 1933 indu 
11•e, d...Wed oecordiog "' the .w. of the oe~ eoute before th~ 
deduction of the opeci6c exemption: 

1f318 1- IMI 

---------1--1-- -+--~-

~~:::~::::::::::~::::::::::::::::::::= = ~~ Hli 
-:~::::::::::::~~::::::::::::::::::::: ~ ::: 
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Ulll l', lll a.:r. .... 
h is now necessary to eome to the aubjoc.&. or the techn.ical and 

adf!UniJJtrative details of the inheritance tax. ~ tany queetioos of 
pohey must. be answered before. such a tax can be drafted. l will 
oontent. rn~IJ wit~ ~what. seems to be tl_1e m08t import•nt o( 
thMC <tucellons, d.l&Cussmg same, and suggesung poesiblc answers 
thereto. 

QUESTION 1 

Should the rates attach to the net value or the eharc trousrer:rcd to 
onch bcnctici"ry? 

h, l11 probable thBt tbe answer to Uti$ qucsdon &hould bo in the 
!\Olrnunavc; that~~ ii the share of the esta.to pwing t<1 a OOoe.ficiru:r 
II $200,000 a(t~ aU the debts and expen ... h•\'e boen t>flid BUd after 
the _f.'t'deral cat.ate tax and Stat-a and locl\1 death dutace ha,·e been 
J>•id, \hen !h• inheritance tax should be on tho $200 000. That ;., 
~~ tho,anll<ntance tu on $200,000 should be S4,000,tl1en the bcne6-
~~ary•.Ultucb a case would receive net $196,000. Jo othtr words, tbe 
aohon~ce-tax rat<a should he •P(>Iied 10 tho net value of the prop­
ert~ wlueh .would .aetually be reclelved by tho boneftciary exce1>L f<>< 
IUtn reducllon "'·hich reMilts (rom the ne-w inheritance tax. 

QUE8TION t 

At Of what date ehould the proper~y transferred to each bw&­
fic~ ll<' valued? 
t.l ~nle an,ower I<> th!o qu .. tion would oeem 1<> be1 io view of the f&el 
'e 1. 't.ntance tu ~ euperimpo&ed on existing lngh eetate ta.xea, ••all 

tho tiOJO the bene6eaary eomeo into .. tual ~on a.nd cojo.)'lneot 
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of the IJI'Optrty." Tbt'l da~ of coming inlO actual ~on and 
tDjoymmt it tura: .. ted to ~rtuoL any l~ ohoiA<l~S from tho ... 
of the tf'nl.U "date of distribution" or ,.elate of uquis:hic>n.'' For 
inst&ntt, it laM long ~o the lttded I~ rule thaL real pro1>erty 
c-ft:U in the htin irnmMiatelv at the deat.Ii. of tht o•~ner. MortOv~r, 
the Sup,.nao Court of dae lloiWld Sua~ h .. held in an income-ta.• 
case (Bmc.trr v. 0..!1' 280 U.S. 32i) that per10nal property is alto 
acquired by the bonefidar> for aU proclical pur.,.... ao or the dote 
of dcnth. To ahow tho effect of the rule: "The tJroperty pt.S&ing lo 
the benelid&ry sha•ll be \' &lut"<< M ol the dote of coming into actu;,l 
~i0Jl and f'njoyJHf'J1t H lho rollow-ing ('X6.mplc ls giVfofi; 

SupJH)tiC" chi~en or tlltt United Slates dies, after tho enactment of 
an inhe.rih,ueo ta.x, l<'u.ving real property of the ''alue of $l,OOO,OOO 
by s:pecifie b{I(I\ICRI to tltc. 80111 ~\Od t.he resjduO of JlC.rMnnl JJroperty 
ol a \'Alun of $1,600,000 to tho widow. 'fhe nbo\TC-rn('nt iflnl'd v~tlucs 
nrc ll'l or dtUtl of deal b. Suf)J)OMC I ho debts tWd expenses of the Mttt.to 
to be $500,000, lha Sll\1.(' c!Mth duties to be $99,600, and thc.1 ~·cd<'NLl 
tsttlt4' lflX to be $30l,500. Thls Jeuv~, on tbe bt~.Sis or VIIIUf'll ut d~tto 
o( dl"flth, N'riiJ1n111N'ty or the ,·alu~ or SI,OOO,OOO disuibul11hlc W tho 
~n, nnd Jlel''80nt\ properly of tbe value ol $638,900 dist.ributAblo to 
the widow. 
~ow suppose tbe tetate is settled 1 Tear after the decedtnt '• dutb, 

50 that it luaa bctn dettnnined tbat. the real property left. 10 t'u.~ too 
..011 not be wbject. to the debts or the estate, and that on that datt, 
d~rclom, the ton tomes into full possession or the proJWrty 10 thal. 
he tould sell Mlnfl •;thout encumbran-ce. A§unJe at. tbia date tbe 
nlu• of the real property hao increeseclto $1,200,000. Then the ton 

( will be taxed on a ,.~uo of $1,200,000 under the rule augge.ttd. 
N'ow, in lftpeclt. to the share of the •-idow (worth net $.63.8,900 at 

date of death) co01ioting of personal proper~y. sup.,.,.e abe reeoi\•ed 
in ('Ash 6 months after the Uecedent's dcaeh, $10,000, and t:uppo~o 
sh~ received in stocks and bonds t year arter t..he decedcn~'• death, 
securities of a vo1uo u or such latter date or $400,000. Then tha 
inheritni\CC lOX OC tbo widow will be based OD the total value IlL tho 
(ll,u'! s.bc coml"S into J>OI$&~se:ion or enjoyment. oC tho prOJJOrt.y, or on t\ 
Vlt)UC O( $~001000. 

QUE61fl0N 8 

Row •h•ll a life cotnte be taxed? 
One tmswer to Hiia queetion might be as £ollows: 
"'fhn vttluc or tl. lire interest sl:Ua.ll be determined by the AmericAn 

};x-pericncc 'f ab1et at 4 ·percent <'Om pound inter-eat." (thiJ it tbe 
~ra,..,chu .. tu rulo). The ux ohould apply to tho value •• of date 
of ooming into utulll ~ion and enjoyment, which would generally 
bto the du~ UJ)()n "Inch the beneficiar:y began to reeeh·e the ineome 
from or u'"' of the l,)roperty. llroad "diseietion probobly obould be 
,·e.ted in the Comnu-..ontr in order to allow this tax to be paid in 
installmenta over a eeriee of years in tbe case ol undue- b&rdahip 
<rooted by immediate payment 'If the lax. 

QVE&'IIOS' 4 

!low ohall an eotate for ye""' bo ta.•ed! • 
The a.nswr.r in this caM &hould be ooosisten~ with the anwwer an 

the tA.Se O( life tfitlllCS UCCpt that experience tabltll Of mortality 
would not be used. Tlu~ value could be determined by di.awunting 
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the ~ted ineom~ for the .. tated tenn or yean back to the date of 
eomana Lnto po urmon and enJoyment at.o~ pertt.nt. eompound irUt'l'esL 

QUE8TIOS I 

llow thall a veated ,...maiod..- be tuedT 
ln view of tl!e suggested genua! r:uJe. undtr question t , in Oew or 

~e. prooe<!ure. m }.{ftssach;~U.s, M•ehtgan , l'rnnaylvA-nia. and Vir. 
s:amA, and m Vle"'' of the ens~ eetAte tAX payable I year a her de•th 
tt -·maid ~ppear that the ~eritance tu shoul~ not. be co11erted until 
lh4' re:mtundennan eomes mto actual ~on llnd enjoyment of 
the J)rope.rt.y. The va}ue to which the t.ax at.tnehee would be as or 
thftt. datt". Jlowevor, Jt. wouJd seem roMOntthlo to ttllow the rl!mAin­
de.nnnn 1.0 pay tho l4'-.X At. any tilllo OOforo il is duo on tho bftsia of 
che then \'l'lltto ~f hi~ remainder int.e.rest. 'l'hla is ftllowctJ under the 
Massachu.sctta mhent..ance·tax law. 

QUF.STION f 

How •hall a oontingon~ remainder be taxodT 
In the cMe of eontin~nt. renutiode,rw, it. would appear tha~ the 

f·ederal Govemme.o1o shoUld be eon tent.. to wait. until tlH' contingency 
haj)ptns and then com6 in (or ita tax on the but! o( &he value lhtn 
eruting ""'ht.n the be.ne6ciary comes into actual ~ion and enjoy· 
~tM of th~ p~pen;y: This apptar!l to be tb.O role in M.....,hu .. us, 
Kan-.-.. ~hc.luga.n, 1\ew Jersey, Penn.syh•&Dlll:t Tuu, and Virginia. 

, For ~xampl~, suppose~ leaves an estate to U (or life., re.ms.inder to 
81 rluldr!:n, tf any, but. if B has no claildre.n than to C. In suth a 
cut, we • 'ou1d get the tax on B's lirebtat.e at. onte but we •ould wai\. 
ond tA~ B's ebil~ren or C, as the e:ue might 001 wium they came into 
J)Oti(!8AlOil or enJoyment.. 

Some 09'~deration _might. be ~ve.n t.o tho proposiLion of gh·ing 
tho cornmi.Mionor tha ngbt to retelvO pa.ymunt. of tho htx in adVance 
o~ 1\t:COl~n~ of. the '' tlh•e of contingent. remBinclel"' on a. fnir comllr&­
nHJJO btl$18 m hght. of tho facta in oocb cuso. 

QU&STlON 7 

Who slu'-U pay tho ta.x, the beoe6ei"ry or tho executor? 
~L would appctlr reasonable for the e;<e.cutor t.o pay tho tax in "~hole 

or .m p1:1.rt, exce1)t. where the ta.."( wu paid only in part. than the beno­
ftcuu·y aho~ld file A bond (or ~be part. or tho tu remaining unpaid, 
o~ should g'IV& such olher secunt.y u the wmmWioner thould appro,-e 
With lhfl \' ICW o( pre\•tnting undue hatdt.hip. 

Qvunos a 

Shall a litn alta<:h to the property for payment of the inheri~ 
ta.d 
. l'robably. no lien should au.a.:h to tl>O property until the eommis­

ftonu hu ~t~':m ~o.tioe and mada dtmand on tho benefit.tary (or the 
tu, bm tl1e hen, i( u, does come into effect 1bould attACh not only to 
the J>roperty distributed but to the p~ ol1uth property. 

QUUnONt 

Shall anyelr..,t be ei••n to tl•• principlo of <On5allguinityt 
It is usual in the tue or inheritance tues to giveaome effect to the 

princiJ>Ie of tono&JIIIIlinit;r. This is often done by a opecifie txo•mP.tion 
t"s.ualfy the •idow lfteiVts tl1e l~t exemption, and tJ1e t-hildrtn 
and hutband tho noxL lllll;et:t. Hero, bov·e~r, we arf!l dealing with e.n 
inhuitante tax rtacbing only largo inheritances, and tu<'b a tyst.tm 
~l~ out or pi~. Oenna.ny at one tUne h&d an inheritance 11\.X -.·h.ith 
f'X('Hl))tt'd cntirt.ly JU'OJ>erl.y pASSing to the 111;dow or to t.lte -.·ido•~r. 
T he idta b(lhind tlu~ aystrm w.m.a to have bee:n that it.wu fAinor in dto 
a,·eril{!e u .... ~~e uot. to c IX IUOm llum once in tho same generation F"or 
e:<tU11JJ1t', if wa lAx 1ho property pASSing to the widow and then she 
dies in 6 or 7 yol\1'8 lWd the ~aJtle prope.rty Jl358CS to the "on we ~t. 
two inh.,ritftnce tn:ces, whcrCftEI if tho (Ribor hn.d left tha \)roporty 
directly to tha BOn tltert) would haYc b«.n but. one tax in t lO nrno 
pc_riOol·l of timo. As ... general rule, or course, tho dnt~ or the widow'A 
deJtllt will 00 IIUHIY yurs l\OIU'Cr the husblilld's tltft.J\ the date or tho 
son'&di,ttlh. 

ll will be wtll to contider tlte proposition of computing: the wid0\\''1 
inheritan«< tA.."( at the suggested rates, and tbtn oliO•·ing her " 
spteific pe_rcwlage reduction from such ta:<. 

Q UC&TtOS lO 

Wb•n oloall th• tax ~ payoble! 
h a~.,...... tho~ oh• tax "!ight be -:•11 made payable ..rbtn the 

btnt.fit:aary eomM1nto ~on and enJoyment.. B o..-e,·er, in onlt:r 
to pre,·wt the di.m~puon or going businef;SH, a fairly !ong pt.riod for 
the aetu~l poymvo~ of the lax probably should be ollo•·ed whtre ony 
s.ubstanual bard8lup tan be shown to the conuniMioner from che 
immediate pa~rment. of the 11\X on the due date. E'•en 111 12- or 15-­
year ptriod would no" seem exONSive in many cases. _lt. AI>J>t:fll'l that 
tl1e Nlte of intcm t should be reoson&blo in such C:ll8t'&. 

Q UF.&TJON II 

Wben should tbc Rtat.uLC or limitations ruo? 
lt itpr.col"' tlu\t. the &tatute of limitations should not bar collectior11 

or &ssesscd uxe& for ns long n ti.no as is pennitted ror instalme.n~ 
pnymt"nts. Thn is, the 8lAUitO or limit.ettons on eolloctiont ~~~~ 
run_ from 12 to 16 yean aftor the due date. On the ot her biU'Id , the 
r}fnod allowNI for the a~ment or additional tu·es or for tho mfuod 
tues might be much Jeu. 

PAKT lll- 8 ADDI·'nOSAL Gtn. TAX 

T)~ Pm.idtnt in his m~ rrc::ommwd.s the imposition of an 
additiOnal gift ti.X in ordu 1.0 pre\*ent ._,·oidance of the new inherit.. 
ar~« tax . 

In the cue of our J)f"ff&eDL Federal gift taX Ia••, the ratftt are approxi· 
nattly throo-rourtho or the total rat.., imposed by tbo Federal .. ute 
t~~;X lura. Tbft ruaons for this reduet.ion in rate are u follows: 
Fr~~J il. wu dtvd.rod to ~,.;,.e rearonable eoc..-ouragement co the makinc 
o gute. Second, it. wu believed, that. unde.r high gift ta.xc&, very 
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few gifts - ou1d be rn!lde unless th~ rate on ~ueh gifts WA! btlow tb~ 
estate L•l.~ r~tct . . Third,, the a.ovemmont. gaws by an increa.Hoe in the 
~·olumo of b.'lfts !n LhRL at reecl\'ell ~bo money soonc.r tmd, tlu:!rtforo 
1J \\:C eOIHJHILC.'(] autcrest upon thO gtft. IIJ) to the date O( dClllh iu tb~ 
Ordinary C:UC, L\0 greaC lOiS of I"C\'J'IIIUC WOUld he found. 

The ~lo.itting girt tu Ia~· is euwul11th·c in effect., i.a J)lid by tbe 
donor, and anach~ to all gJfUJ to ~hom.~ver J!l•de alter 1be date of 
p._. ol tbe g,lt tax aet. Th11 tmtmg gift tax is, or -
cornplemtnta.ry to tbe present Mtate tax system. ' 

n e are oow IOC<d "1th desi~;ning a gilt ta.• which will bt comple­
mentary to the proposed inllentance tu. h . seems that in tb~ tase 
of this &dditiontll gift tu, therefore, the tax should attllCh lO .. u girt& 
made l? n donee from any one donor ~tnd should bo paid by tlu,, donoo 
or POS!<ably thnt. theta.'\: should nthcl• ~ &IJ girts reccivot~ by l'my on~ 
donee ~j:turd1CS8 of the tiOUrcC or ~uch gafut. Jt, nppeara an Rny uvenl. 
t~a(.. ltus h.x ~tl •ould be cumuhat 1\'6 ftiJ 18 tho case wit b our JlrC$t!Ul. 
g.ft tu. 

It i• J.,..;ble that thegilLCu oould bt incorporated and made 1 part 
o( lhe anhtrhance tax Jaw by pJHing an uc::ise tu on the t.ram.ftr of 
propeny br g!h, de\·ise, bf:qu~t, or .inheritance.. However, for the 
pUrposH 0 thi! 8ltlf:Me.rtl, It lteiJ\1 aunpla_r tO t:l'ellt. 0( the tWO t&.tf:S 

seeanutly. 
In '''"Jl<'CL to the ~esigning ol thi• •dditional gilt tax, it;, believed 

th.~a. tn~to.ftu ~ possahle the ~eneral ,,rindples fl.dopted in conn~tioo 
\•tllh i ho mfu•ralfti\CO tu should be ro lowed. 

D C 

1~ ~Jns unneces.sar):, therefore, LO go into these tM.hniCII details 
!lnlll .a flnAI dotenmnatton hu bGen arnved at. in connoo.tion wiLb the 
anhcrat.an~ w . 5 

For the first. 11 months of lhiJ fiJCal ,·ear we have receivM about. 
$71 ,000.000 from ~ur gift ta.x againJt i:bout $128,000,000 from our 
estale tu. T.hu", at can be seen the gih. tax is Car (rom. unimportanL. 
The PreRnt gah. tu:: rates are graduated to 4ij percent on giha ol onr 
SIO.OOO,OOO. 

Th~tt. con('ludes what .lha'fe to l)rtscnt., ~fr. Chairman. 
.:\-lr. l l n.1 •• I would lik& to get" little ch:t.rlficntion, for 111.y own 

mmd, OS& t~ ,how you nre going to treat. t.l1c gih. tax nnd inhorit1HU .. 'C h~x 
scp,.rotely, tnsof,,r R!J the briCt. ttlxt's nre imposed to J>rotoct. inheritnnco 
taxt!s. In other word..!, you lu\vc ft gift. tax to protccL t.ha OAtnte 1.ax 
now! 

:\lr. PAJUCt:H. That. is oot'1"el't. 
:\~r. II!L&... When would the oe<!&!ion arLee for a giCt t.a.x to prot~t. 

ihe tnbentante tax! 
)lr. PAa~t:IL u ... \' do n.ot lt~,·t a ~f'jh, lOX then it u Ob\•ious thai. 

by the mtkmg or gtfl5, the mhenlADC~ ll\J: ('ftQ be C\·aded, jus t CXII('tfy 
~· for rmmy y(lM'S, our est.ute h•x WR.t! ~vnded in the .. ~nc-~ of any 
g&ft. tax. 

~'lr. Jl 11.1 •• A ~rilt i.s inter ' ' h 'O!J, is i L not? 
) Jr. I'AIIKCU. \~«'-!, &ir. 
~b. liii.L, Jnheritl\:lOC. U..';(!:S (OIJOW dC!o.th or t.he ori••ina) OWUI.'r Of 

the proporty1 • 
~lr. J>AJUCCR. TI1at. is COrre<'t. 

:II!. I htl.. llo"' <an tloere bt I gilL a(ttr the deatl1 o( one o( I he 
parties! 

UfCOK£, lNUU.ITANCB, AYD GlPT TAXATION 

~fr PAllOR. What l mtan iJt thil. U we eombint the t~'O ta .. '(M 

you v.o\1ld have an excise tAX, not ret1ting on the r,ropoeiLioo of th~ 
wh·il~ of trtulS.ferring l>r'OJ)Crty at deAth, but. On t lfl prh•lJege·o( the 
acquisalion oC properLyi llint. ia, on the rigbt to rMtive i.J111tond of tbe 
right. w givo-tbe right to rccehto &oy property without ooUAidera· 
tion. 

.u (or"" tl•• h<n•ficiary or. bcquoo• is conc~med, i( he geho prop­
triY by ,.;u, be ,.....iv01 oometlu~ lor "hiclo he pllid nothing tho 
wui10 is tNe in the C'&30 Of A gil .. intervivO!t--he rt!CtiVet prope_rt.; fOr 
• bith be bas paid notbing. 

:llr. LloLL. SUJII"""' the"' i• a bequeot or a ll!floey. Would you 
trtM daaL a.s a gift and not AS an i.nberitanet'!f 

Mr. PAHIUIR. I woultlsimJ>Iy trut. it. as an acquiAition of property 
for which nothing had boo.n P"id. It. is a tax on tho priviJcge o( the 
1rltll81Cr, whothor by inhorihHlCO or gift.. Jnstend or having two 
cla&.~ett, wo merge them "ll into ono. 

Mr. RoLL. l do not believe you ge• tho point that I have in mind. 
We lu'''e the gift t.a.."t to prot~t. tbe estate w . Wbeoe,•er a gif&. is 
made inter "ivos, the gift is t.xed, and that. iJJ deduel«< u I under~ 
stand il, from the estate in arri.-ing at. the net estate u,_;n wb.ieh the 
tt&ate tu is to be caleulaled. 
~fr. ~·tseos. Will the gentleman yield? 
~Jr. II ILL. I would like to finish t.hi.s one polnt. Now, a!tc.r a man 

diet~, be cannot m~ke.a gir~, but l•o. lcavas a will be<1uuthing certain 
JlMpcrt.y t.o cert1un IIHiivuiUl .. LJ. You levy upon thi\C. hec.1uest an 
mhcritimcc. li\X or, if thoro is no wiliJ and his Dfltural hei111 inb.e.-rit. you 
le\'Y 6 tn.."t upon t-hat. inhe.ritt~noo. J3ut. where is theM nny opport~ity 
lor 111 girt in lieu of an inherit&nco1' 
~tr. V1xsos. Will tl1e gentleman yield! 
~1r. H1L..L. In jU!t a mornem. 
~lr. VIN80)0. We mus&. no&. conl\158 a bequesc. •ilh a Jtif&.. 
~lr. lln.a... lam just uklfll what. the situation is.. 1 aid not. think 

thll ffi\...,11. 
Mr. vL~SON. A bt(luoot is nola gilt. A bequ .. L or al<gacy under 

• wol! OJ)erstes as ol the d eath or the owner or tho propert;y. ThoL i• 
certamly not A g1Jt.. • 

Mr. fhLL. And on that. there i..s an inheritance tu. 
Mr. VJNSON. The.rc is 1\.n inheritance tax. ti"i r~o~t., Lbe corpus or tho 

<"itl1~ wou.ld be subjected to tho estat-e ta...~. A.Dd them i_f this est•ta 
• t~ sufficient for this beque&t t.o eYentuate,. it. -.·ould carry an in· 
htntance tax. But the gilL tax is based up~m I be 1ran.Ctr ol proptrty, 
lhe dis~tioo uf pro{H'.tl.J', during the- hfeti.me of the owner of the 
pro~rly. lt is intervn•oe., as the gentleman from Wuhington says, 
•nd you collec:t the tax before the death of that. [W'n!iOn. lt bas no 
tonnettioo whatever with the estate or •;th the inherita.nce. 
• l:n~oubtcdly, any gilt. tax tbi\C. wc)uld bo imposed t.o protect the 
mhtntrmce or ~tate tAx, is &imply IUl added ttl.,., •• tl\:< ftdded to tho 
J)r~n~ ~irL tfl.x; is not. t·hAL rorrcCc.? 

~lr. I AH~ER. Not noo~rily. It migbt. be on a difJerc:ot basis. 
I d1d not. in~od, of course, 1.0 mea-n tl1at a gift is chest.mc u a. bequest., 
~aute it i! not. But yo11 might. make a more general tlaMificauoo or 
~ tx('lse lu on the t,..naru of JU'Operty as a.n intklent both of a 
""IUt'St and of a gift. 

~-' 
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Mr. \'at~IOM. llu1. a tax upon a gih. baa no ooonection - ·itb aa iQ.. 
btn~e t.U: or with an estate tu. 

Mr. IilLI- Then i.o .. ·hat .... ,. d- il.ProiA>Cl Lho inboritanu tax'! 
Mr. V1NaGH. h ,.·c>uld be a t.u on gilta which, Wider tbo/rtaeot 

~U~KC!II.t.ioo, • ·ould be Less than lhe ta.x upon inberit.ancN an would 
s,..nnit the man who OW~'Ded the property and • ·ho wanl;d to tralli!u 
the tiUo by cilt, \0 avoid paymenL ol tho luger inheriUID<O laX. 

Mr. IJaLt.. No"7 • on that. point., lee. me uk tbil qucttion. We ha\·e 
1. ,a .. tu now. It. 1)rowets th& ee.\4~ tax. H you arc 1\110 going to 
prot.act the inheritanoo tax, will you le vy \'A'O t.axee on the gift one to 
protc<:.t. tllo oatate and one to protect LbG inherietmce t$d ' 

Mr. PAnKEit. 'fhat. is one way lo do ic.. 
Mr. V tN80N. Will ~hero be t.wo gift. tuc11 or will the gift. tu be 

t~dclccl to thn P""'•nt girt true? 
~1 r. J'Antom. 'J'horo would ho two, I think. ~'1 r. Vin!K)n . 
Mr. Vu~RON. 1 erumot, fo r the life of me, ooo why--
Mr. l hLL (interposing). The gentleman is ~cuing down W I he 

point. tha\ I had in mi.nd. H lhe.rc aro t.wo gift. ttueM you un tlcter­
uunc. what. the gi£t UL'< i3, so far as the protection or the estate tax 
it concerned. Oulo how 81'\l you going to determine what the gift 
tax sh~all be, as a prote<:t.ion against the inhtritancc tad ln othu 
-..oords , you do not. know - ·hat. tho lnhuitancc will be and 10 vou do 
oot know wtt.L abe ta.x -.·ould be, and you do not know hoW thty 
would be "'laled. 

Mr. P. a-.ca. l--et me gi"e you an example to •how how this works 
out, and 1 think Lhu will pubaps at\S"«~'er lbe quettion a little euitr. 

Suppooo ~,• bavo • eaoe ol a lather and a oon. The !other hu 
$1,000,000. Let us say that he w-aite w•lil be dies, or does nothing: 1lb. 
\In til he dios, •bout tbe prope.rt1,. Tbtn if the \nopf'rty pu;sos, thtre " 
wil11lOL be •ny question of a gtft ta.xt but. it. wi I be a q.uestaon of an 
e:~tate tax or an inheritance t.ax. \\1heo be di(':f, the ftrst. thing 
payaMe will he tbe estate tax, which, under existinG law, will be 
•round $170,000. 

?-l r. MoCon>IACK. What would it bounder the new prop<>sal? 
Mr. PAuK..:tt. Thera ru·o. no nUC!6 proposod. 1' ho nxisun(( cslaLe 

h\X would be $110
1
000 which, doc)uctcd (rout tltC $1,000000, leave& 

$830,000. We wil just. ussuuln tlmL Lho iu.horitoncc t~x on that 
"mount., nil going to the son1 wouJd be $200,000. 'l'hf'n Lho 11011 ~·m 
s•~ ··~ $030,000. Tbero .,.., your ~wo dc&UI ...... 

Mr. ~lcCO!i.liACK. Under the prCtK'-Dt. law is tbac. t~~ $'200,000? 
,Mr. PARii:ER. No. 1 jus~ picked thllL ligurc out of tho •ir. 1'bat 

'til 1ll be &eoording to whatever rate is finally dewrminod upon, "«~'hal­
N ' tr the. oommiuee sees fit. to prt'EK:ribe:. 

.Mr. McCOR»ACE.. What -·ould he pay no••T 
Mr. I'A .. IlR. $170,000. Tbu would bo 111. The~ ia no iobtri~­

antt~ Lax. 
Mr. MoCOR>u c E. As I nndentand it be would P•Y no inberi,.nee 

ta.d ' 
Mr. PAa&t:a. Oh, no. There i:s none oo"· on tho books. 
Mr. McCouu c L I understood that. I wo.nted \0 be oure. 
Mr. I' ARU'Jl. I am jus~ 180uming in order \0 colT)' this eJCamplo 

foN•ard, that. under your inberitan~tu Ia•' • the tax would be, py, 
$200,000. 

Mr. VJNION. Will the genll•m• n yield? 

JICO.Ma, UUIIIRITA.N0Jit, .&..NO OUT 'tUATIO!f 2{) 

Mr. UII.J... I will yield. 
Mr P, .. act:.a. J have not fi~ilbed this example. 
~lr. \ t~&ON._ I know, but. '" lieell'lS to me we have to go bedc to 

lhe 1tUWIC po1nt1 or ,.,ould ~··• . .o, al!'f you linilhed your .,...,9.,. 
1 think perbopo w11"' I have ID nuna ,.;n belp e~ar up tlus oitUIUOn 
~lr. Swn ouggea,. \0 mo tb"' under the propoo;OO gilt tax tho don..; 
";11 pay tho tu. Uf!dtr th~ ft.ltisting Ia••, the dooor "-Y• the taX. 

So far u lho donor ll OO!loerned, h&_pays the t&x under the pi"'Mfnt. 
lo••. Tho propooM now ll'r' uuc provtd"" that tbe dvneo oholl pay it ~lr. JlAttKt!K, 'J"hRt. ia: rtght.. ' 

Mr. VtN&ON. Now, t.0 got down LO brasa t.ac.ks, you add UJ) tho 
tWO lt\XOIJ

1 
and tJ:&C t\HIOUOI. O( tlUlt•1,1 ~tartod t.o say 1 e&me ofJ thO donor. 

But. so fttr ., tho )>urpO&O of II ''Oic.hng ~-ho payment. oi A higher tAx 
efter dcat l!, 11.. soome, to ano m e&'f;Cnco, 1t really is tm addit iom\1 Ul.'< 
to t lu•t. wlucl. l& OOYl mvokod. 

Mr. Uu.t.. Let u& Hnd out. ttbout tb iLt.. Supposo you lri•n.&fcr t ho 
bun:len or llllyiog t.t~o J,rift tft.X from tJ,e donor to tho dcmco. Tho 
donor then pay1 no gift l&X. 

~lr. Pu•tlR. )' N· ho pays tho present. ta.x. 
~lr. HILL. I am talking •bouL tbe effec~ 
~lr. l'ARKSR. lie will not pay the new one· no. 

. M~- HILL.. I ~m &l!"urnlng that. the tffeet' or • gif~o tax to protoct. 
inhent.&DCCl8 or tn.hentanee tuee, would be to transftr the duty or 
paytnent of lhe gUt t&X from tile dODOr lO the donee. 

Mr. \"uii&OK. Thai> is what. we an told. 
Mr. lltLL. Then 1ho donor wc>uld not poy any gilt,. .. tc> proteet 1ho 

est.a te t•:c~ 
~lr. PARK.&~. It will be nec.,...ry \0 bno two girt woo. You 

need the old g1Ct t.u \0 prot6CL the Ntate lax and tbeo you need Lho 
DeW ono to J>rot.«.L tlto anhC-ritance tax. The donor would ))8)' one 
&Ud the doooe would J>llY the othe.r. 
. Mr. Uu.a •. Tim donor would pay a. gift ta.~ and t be amount. o~ tha 

glfl> LllX would be d6tluct00 from the corpus of the estuto. 
Mr. l' ARK &lt. Thtwc ls no gift there.. 
).lr,- llll. l .. l IUOlLO at. death . 11. would be deduct.ixl at. tlu) timO or 

tho gtft. ond tukcn nwoy fro1n tho estate, if it. were tho cnso or -. giCc. 
1\'fr. VtNftON. 1 ~ is no~ comput.ed in t.ho cst11t.c tax. 
~tr. P..utKt~R. Nolr in tho aven~gn case. 
~Lr. ll;aLa •• A~ t ho atune lime, the donee pays atl inhoritant"C tax 

a~ mbentauoo.-tax rt\te&. You would have t.wo rtU08 of t 11.x ou the 
gt{~. l.s tlu•~> lho answer W the 'luostioo? 

~lr. PARK ER. I think thaL is it., and I dUnk if you -...1U lei. me 
complete my examl?la, you wiU aee the poiot elearl): • 

Mr. HaLa... 1 am J.Uit. asking for information. 
~lr. PARIU!K. Ooafli back to the exs.mple that. 1 gave you. htre iA 

• man and his JOn. Tho ma.n bas a million dollan. AI. ptt!ltnl. 
'"tale-tax retea, LltU6 would be a tax ol $170,000. Tbal leavea 
~~~· W~ will UIU106 tbaL the new inheritanc. LaX 00 that. 
wnentanoe will bo $'200,000, lea,ing ill30,000. 
. Suppote a man wante to give that property away before death, 
mttrVlvoe. lle hu J;O" a million dolla.n.. Be give~ it. to his eon. 01 
COU1'16, ba ea.nnot. ga•e him all of that. amount. if that. it all be b.u, 
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beea""" he hM tO pay a g;r~ lax under ~be existing Jaw of about 
$120,000. 

~ir. VINSON. U be gtJVO him tho ft.l'mo nmount. 
Mr. l'AilKtm. \'ee. ' rho pl'f!lent. brift. tncX is n_bout. $120,000 on a 

gift of. Sl ,000,000. That leavea w t11o oon $880,000. Th•• it o xi/t, 
mtervJ\'08. 

U we do not put a gift t.u on tho donee, the beneficiary io lt'liJll to 
bM·e $88(),000 left iootead of $6.'10,000 lhat be ,..ouJd han .....,ivtd iJ 
the lather had waited until be died beloro transferring the proJ>tn•. 

5o the rropo&~tioo lJ to puL ft gih. tAJC OD the donee o( about thrft:. 
fourths o tho inheritance l L"c: or $160,000, nnd taking your $160 000 
!rom your $880,000, you will have, t btlie,,e, $i30~000 left inllitt'ad of 
5630,000. In otbcr words, tharo will bo !'tOme incentive l(lft to mt~ke 
tbe gift . llut you will not be. abl~ eotnplctcl>• to aliminau~ I lie .. rrec& 
of tl•o jnheriMnec tux if you provide thi11 oddational gift. tax. 

}.1r. ~k..CORWACll, How 111\lch it' it. ostintftt.ed tbe t thftt. will raise? 
:\1r. PARKF.k. l think t he Secrfllary g&\'C figures this mon1in,r on•r a 

,·ery "ide range; 10mething like from $7,000,000 to $000,000,000 or 
$700,000,000. I h••·• not had tl1e opportu11ity to look u•·er the 
ftnal estimates prMtDted t.his momin.g. 

Mr. Lt:WI&. Mr. Par.ker, in the earlier part of your paper rou g&\"t 
data with l'ef"-rt:nce to income, inheritance, and corporatiOn tax~ 

le,·ied in Oren\. .Drittdn. 
Ml'. PAttK r.lt, Yee, Mr. Lowis. 
~1 r. l...l!WIS. And you gave 8J)CClfie rates, also prov·iding some com­

parisons whh our own! 
}.fr. PAnKr.tt. Yes, sir. t:.\. ( 
~1r. L••·•s.. What l would like you to do, in connoodon v.;tb ~ 

th08f!l table., if it is not too late, is to g;,•e the committee a compari!OD 
like thit: Tokillf! tbo total body or net income say or tho eorporotions 
an Great Uritain, flnd the pereentage re&lized on that. body or intomt 
in ~orporation taxet. Take the total body at;ain or the indh·idual 
tnconu!fl in the United States and in Oreat. Bntain, find the annge 
recei,pts rrom that total body in both countries, aod then ger. an avtr· 
.-go pe.rrentngo; tul..: also do tho &8me with reference to inheritance 
t.axation. 

I think it.. will show-Rnd whRtAwer it shows I wish tO know tb(! 
fae.t.s-:-t~ULL the 1>roportion of tho <'<?rporatc net income takrn in Grut 
Bntain 11 \' try much paU:r than m the United StateS; and that the 
PJ'O)»>Mion of the net income in the U&e of indh;duaJa' inhfritaJX"e 
t &x:H • ould probably be four timee:r;:.rt'al.. there u in the Lnited 
States, nen snrluding taxes no .. ~ im by BOrne 25 States. 

In ronn(!(tioo \\>ltb those tables would like to ba,·e thMe com· 
pari.wrt~. • 

Mr. Hn.L. And include al1;0 the Faden:ll ~tate ta.x. 
Mr. L EWIM, Yes. 
Mr. PAUKr.u. 1 &hull be rtlad, Mr. _(A .,..ti3, to put. such o tnblt" in 

tho reeo~l though, if you wiJIIet. me pu1. it. in perhaps oL aom~ sui~· 
que01. pomt, I "'ill appreciate it , bccf!U.AO 1 will not 00 flblc to bll\' t'l It 
""'dy for tho ftrot preliminary print. 

~tr. Lc.-.s. Ve.ry "t~:eU. 
~lr. PAall"•· I Will sav in advance though that what vou statf'Cl 

i! goinst to be flK)"-o on the race of tb~ fi_gu.rft.' 1 kno•· t11at :rou .. ;u 
find a larger Jum is taken from corporate net incornet~. O( rou~. 
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the Briti!b •ys~.em it quite diiTo~nt. Tb•ir rue it 2'lK per<:ent 
ag"inAt our t3Y. percent. 

On tho otbor hand, they • Uow dividends to go oom~let.~lr tax· 
t'<~«'mrJt. from the normal t 1\X of 22M percent in Lho case of Jndh .. Hluals. 
So thera is a shifting of the hurd~n frorn i.ndh;du•ls to corporations· 
ihtffl ~AD apparent. shifting. ' 

~lr V1S80N'. \That is the corporate ta..'" in England no .. ·T 
~lr PAMI: EB~ T-troentr·two and one hal! percenl. 
Mr. \'ts110s. When Jid they reduc:<! it? 
Mr. PARK ER. In the Finanre Act of 1934. h wu 2~ percent. 

The highest rnte as I recall it, ••u 2i* pereent. 
Mr. C'QLLEN. \Vbat. i..J their base on inberitance li Kl":S! 
Mr. f'ARK&n. 'rhoy go to ~ maximum rst.e or W percent on net 

AAttl H~ or over 10 mfilion. 
~lr. II lLI •• You mean nrt inh<'l'iliHl Ct"!S! 
~tr. PA RKER. No; net cstntcs. The British htwc an (!State. tax 

thAt prodUCH tbe great body Of tbeir death·IAX inrom6, 
Tl~y have a lepey and sutet'88ion dutv in additjoo to the estate 

1at • •hit:h is on the_ net shart'l of f'&th beritJidary. Tbat. l~ey and 
tuttfti:Sioo tA.'C m not gn~~duattd, b•Jt. the~ are th~ or lour d:itrtrent 
nt .. 

1 
dt)>tnding upon the deg""' of relationship &I bet~·eeo the 

d~~ cnt And the beneficiary. 
You tttke a wido"\ she pny!l the \ ' t':ty lo"·est rate-ptrhA(MI t per· 

r.«'nt, ns I recnll it. J hehC'\'C the direct beil"l!, t ile AOns, on1y pay I 
prrN'IH. Tho others pay IJ J>Crccnt. 1 boliEwc ll At1·ougcr in blood 
l)"va 10 J}etecnt.. 

BtH you can see, or coun.e, thot in the ordioary ('ftSe, with .-n estate 
pass.i~ to near rel~tlivt'!S, tha n&e bfing a flat rnte, not. graduat.ed, it i!l 
' ' «"r)' lo•· and tlte Briti!h lt-ga<'y and sueeess:ton dtuiee do not bring in 
•JUHt.amount. of monev. 

Mr. M eCoKXACii:. ~~ r. Parker, "·bat is ,·our viewpoint on ~,·in.g 
both an estate ta.x and an inlaeritan~ ta.~~ ~ 0o \' OU think that tJ fust! 

Mr. PARKER. WeU, it hu been done in a meai. many rountriH . . 
~lr. M c:CoHMACJ;. Does it. not 18\'0r or double ta.·ution? 
Mr. (>AnKER. l do not think so necesSfl_rily. You ca_n do it in tlaat 

Wfty lWd lldjust.. the burden, I think lt is a good dcl\l o mnttcr of the 
Ni l A, We hove two estate taxes. That seems a little bit complicated, 
10 luwc two ~tate ta.xf!!J. 
~lr. II I LL. 1C the gMtlen1an will yield, a eorporetion inoo111e tax is 

paad by tbe corporauon. 
~tr. ~1cCOH»Ac&. I am talking about estates. 
:\tr. II ILL. But on that \"try point, tbe distribution of dh·ide.nds, 

mad~ frorn that ne-t income, nrrifS an ineome 1&.1' on the individual. 
lr. it~ paid on the mooev chat he getslrom the cort)()retion. 
~l r . McCottltA<:K. 'that is •an entirely differtnt. proi)Ot'ition. 
~lr, II ILL. I t is double liiJCiltion. ThAi is wha&. r ftHI tftlkiog about. 
~lr. M t'CORMACK . Thcrn is n C'lenr line of disrint tion thero. A 

~rporftlion Le: 8 separot_., enliLy. But. let 1110 ll&k you th.i.J <JUestion, 
-"lr. Parker-

~t r . JI ILL. U tbe gentltmAn will yield just a JI\Oment , on th.at. very• 
pomt, you ha,•t o normal tax and a l!ur1&."( on indhidual income. That 
ll double taxation. 

I 
Mr. McCORXACJt. That it a different. eituation, al10. I can tee a 

t: t't.r lint of d~tincrioo there. 
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~·tr. VucsoH. Le-l- uaaee; how ate nonn&.l taxot anciaurt.axes double­

tuetion? 
Mr. McCo~ltiCL 1 wu ... umiug that acadernieall,v ~·haL tho 

gtnlleman 1t..ted wu (Orreet.. But. 1 ean sec a clear d1&tinc:tion iu 
thooe-. 

Mr. VINSON. It is not. taxing the lAme monoy-the nonual t.a.x aud 

the au.rtu. 
~h. McCORMACK. Le.t. me gi\'6 you this CX.ftmple. SupJ>C?t~e a man 

bu a million doll..,.., and iL io inveoied in a goiDJ busin.... Of count. 
"e know tha'- monev iJ; not. wealth. ~Joney lA simply a medium of 

cxdumgo. As I umlenJtend it, IJroperty and services eon.<Jtilute tho 

wt:Aith of ft nalion. Let UJ say (!hac. "A" hAs a million tlolhtl'lj.1 but 

he hu it invHted in a going concern &Jid that. con.cern gi\'es tfilJ)Ioy­
mu• to a hundred people or 50 people or 76 peoplo. 

Of coUJ'Sft "hen he datlt, it. is expected that. he should pay an eatate 

tu. Btl\. ilaen his heirs ere going to have imi>OSed upon the.m v.hat 
iJ in the nRturc o( An income tAX. ']'hat is rcnlly what it. is. In 

othtor • ·orda, t.his inheric&nc:e tax i1 really an income tax. It. lJ: on 

the Mme 1ht!Ory. , 
Uut. here wo have an estate of a million dollars. Under the pretent 

ll\w, $170,000 t&.'t is J)aid . 1 do not. know whllt. might bo reported 

out.. under th~ new hlll, bul. let. us say that. there as •uperimp01<!<l 

ano1ber tu of $200,000. 
You have to gee. that. ouc. o( that propert.r. You ha,·e 10 di~poee 

o( the pro):.ert.y w order to get the money to pay the tax. If you do 

thM, what..l8 going to hrqlJ>en 10 the emplovecs, tho POOillc who are 

de~ndent Ul;l'Ofi that business for thrir livelfilood? • 
Ca.n you gll'e us a.n upres!ion on thatt 
Mr. !>&~UK. Well, ~lr. McCormack, that is one of tbe diJTIOIIL 

qut"8tion!;. There are two wJ)ytS to meet.tt ; one, not tO take too muth, 

and tho othe.r, t.o givo them auffie.ie.nt. Limo to J)tly it AO that, to a con­
sitlerable degree, the income (rom 1 ho property will pay tho tax. 

We already gi'"e• in the cue o( lbe est.te taxes, as muth as 8 yeut 

(or the payment. or the flltale tax. 
I bava suggested 1hat.- the eonunhtee migbt ~''t'! consideration, 

in tbe now taxe!S, to giviug 12 yurs' tU:no t.o ll••Y the lAx, in order to 

prtwent. .. ditruption or bu.siness. 
~lr. ~JcCollMACC.. h ia likely to resuh, in ma_nv euee, in a liqul· 

dacion of the busineu. .. 
Mr. PARU:n, 1 think •longer period of tima in wb.ioh to pay &be 

tox wot~d hel1> gro•tly. 
~ir. M cCok>tACit. or course, I distinguish clearly bctwoon ]>rGfll· 

sharing l~tior>-that it, legiolation for the purpose of distributing 

profi..,, arid legislation for lbe pu.,.,.., of cfutribuUJil': wuhh, bocau .. 

weAlth mftkM profit. A_nt 1 right., in a geneml way? 
~tr. PARKin. Tbd-, or oo~::!i i& a question or policy and [>Oint or 

viev.•, 1 •·ould like to be exe from answering t:hat qucelioo. 
Mr. M~KMA.CI. In any e,·eol, if we l~vy 1.00 fie.a,•y taxes all lllong 

~he line, pArticularly where the-n are innstme.ots in going coneernt, 

lt. is 1--ik-ely t.o n:!ault. in the liquidation of I hO&e concema, unless they 

aro ga,•cn e:~t.re.me cona:ideration. JtJvau then it. is a danger point. 
Mr. PA~na. Going back to we poin• abouL double t.aJCation tbat 

,. .... made a fe•• momtn\1 ago, death t.uet and gilL t&..'<N, I do not 

belien it makM ruueh difference whether we have one or three or a 
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douo. Wba~ 1'8lly counte, in the caae of death , '! how mut:h ls the 

benelie&Ary g01ug tO get out of the eetat.ef So thM if you l>&y one tu: 
or thrclO tuet, you libould detcnnino bow much 1_0u wt\nli lhc bcne­

ficiar>' to bavo left. 'l'ba~ it all ll>oro it to it. ) ou carutoL burt tbo 

doad mu. Ho hu gone. lie bu no~ lobo ltia propon1 -.itb him. 
Wh&L you art1 int~reeted in ia designing a system by which you are 

~iog to leava the beoofic.iary tho amount of money that you want~ 

him to h•vo. 'l'he number or Lues, wholhor one or three, &~ a. more 

maUer o( meclu•niCI. 
~lr. McCORlllACI. . Of eou:net you cannot. hun Lhe dead man, but. 

on the other hand, the deAd man, during his lifetime, might say, 
'' Why 11ltould I AJDI.\.88, o·r try to amua, a rortune o( a million dollll.N 

and conduct. a busiuess and give employmaot to I)OOple when it. will be 

all taken away from me when l die or ,.,ill be ta..ktn 11wa,y from my 

btits •hen I die and the butin88 dioruptodT" 
1 n other wonfs, you must keep in mmd Wac.. it. ia not. merely the 

•·ealth t bat. is tun8tl80d, but. tho employment tl1M is givan LO 1~oplo 

by the usa of that. 1noney in business. 
Th- people ba••e Lo depend on tho ou..- of the buoinooo to 

receive proper WAgfll: for th~r eerriotw. if the. ee&ate tuea are too 

burdensome, you art'! lit.ble to cut. down individual initiative which 
might, in Lurn, afToot. the destiny o( mftny J!C't80nt who mi.ght.other. 

wise. ~ivo e.mployment.. lo other words, Jt. tnia;bt curtail a.ctivjty. 

n,el'8 are ntany tutors that must. be taken into consideration. TheM 

are disturbing featuft'll. 
Mr. PARKER. 1L ia a very \roubleeomo que&tion, ~lr. ~·tcCormack. 

Mr. LtWIS. Mr. Parkor, 1 know you aro _going to bo very buoy 
witb this ... ·ork. 1 want to inqu,ire whedu~r, m your filN, you may 

not already ba•·e data showing who~ may be practical in the way of 

levying a graduated tax on the wcome or corporatiou lrit.h rderenu 

to the degroo of re-t.um on tho ll(ltual inveetment.. You undll:rata.nd 
what J mean? 

Mr. PARDJl. Ye., sir. 
~lr. Lcw-1:.s... Under those circumst.ancM • small corport.tion ~ht. 

be earning lOO peretnt. and, like &he individual, have a graduated rate. 
A lArgo corporation might bo earning very little, if anything, on t.he 

actual investment. and bavo fL oorrespondii:lgly rodueod ra.t.e to Jllly. 

I will noi a&k you to make an indepondonL study of ll>ai qu01tion, 
but if you have, IU(:b data f lto•OuJd like lO have it for _the reeord. 

Mr. PARitER-. We have, of coUJ"Se, two things. We ha.ve the com· 

pleto oxpcrieneo and the at.Mialie& in eonnoetion with our old excess· 
JU'Ofit.a t.u. That. LAX was A very dinieult. t.ax t.o &dm.inilt.er, but, it. 

broU(hL io very large amouot.a of revenue. Tbat. wu rtpealed 

e:ff'eeuve in 1922. 
There have been some other studitw made. Senator Couuns 

introduootl one in t.he Senate J>r'Op0sir_tg an e..tee&a+profit.a tax bAsed on 
the d .. l•rod valu& of the capital otoek of tbo corporation., u doolored 

under tho existing upital ... toek-t.aJC law. 
n.- lwo J?ropooitions ba .. booD about tho onf.r """'pro~. 
1 bave OOIW.darable data in t.be files on th018 m.atto.r1, lbou . bArd.Jy 

in 81~eh form as would be proJ?nr t.o 1>u~ loto tho rocor'4. a could 

po s.ably aoeure 80met.hing on that pomtl bt.fore tho htAMJl.gll •~ eom· 
]>ieLod. 
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:lfr VssooN. ~lr. Chainnao, 1 move thu tho «>mmiu .. ._or 

adjourn a&. this time until 2 o'd«-k th• al~oemoon. 
~ir. M cCoa,..CK. U the gentleman will "ithbold bis motion for 

a mornM\.
1 

l abould like lO ask :\lr. Parker one ntore quation. There 
hu al• . ,.. been &n inequality in tl~ mou•r or tloe • ., ..... Tho poUs< 
I hove in mind may be only a minor point, bu• i< hu al•·ayo apPHI<d 
to me and lO other people. 

Take tlte cue o£ a fanne:r. I le makM an ineom&-tax ret.u.m. Ue 
dOM not. include ns part. of h.is ineome the rent. thM he would have had 
to JH~Y for horne purposes, no:r does be include the vnluo of tho produce 
thl\t ho ¥.rows on bis famt a.nd consume•. 

Mr 1 AnKER. You mean he does not. deduct tho root? 
Mr: ~·lt:ConwACK. [s lhnt. included Man item? 
~ir. PAI'IKE!t. Of t.hc o;..:pcose or his busine88? 
~1r. ~f<:CouwACK. Supposo ho OYlns his form. 
~lr. I'AitKtm. 1 do not understand whc.ro tho renL comes from. 
Mr. ~1cCoJuu.cK. lie o~-rns his own ff!lrrn. 
Mr. I' AHJttac. Yes, sir. 
~1r. M cCORMACK., Contrast. Lh&L "-rith Lhe case of an industrial 

••orktr. Why sbou1d not the poople w'bo ovnl their 0"''" prernists 
1nd uso it. for their business be compelled to include the vaJuo of tbu 
l)tOpt_rt.~· u rwtal, in their income. 

M.r. I' AMK EM.. I do not thinlt 1 quite get tbe . point. or course, • 
f1rmer c:-an include depreciation on his fann buildings, aud eo fonh. 
Tb1t d~pa!Cietioo is supposed to return his invettmtdl. t.a.x frH. 

~1r. McCoRM.ACit. ln making his income-tax return, dOH he gixe 
~n.sidtration to \\bat ,·ould be • fair remel for hls sn-enlist>s! 

~tr .. AR.C.E il. You me&n include that. in his inc:ornef 
~Jr. M cCOKlL\CK. r ... 
Mr. P•.au:R. No. air. 
Mr. ~lcCoii><ACI<. DO<S he olio include whu would be a (air 

;unouut. for what. be otherwise would have to ex1>end for prOOuce, 
"h.ir h in bis case be grows on his farm and usN for Ilia own J)C.tsOnal 
or fami_lr UIM."tlf 

~lr. I AHKt:H. I am not certain tlu•t. I get. your point.. In Ore~" 
UrittUu, if•• tnllll owns u. house he has to rctu'rn iJ, lus income the f~tu 
r(IUUil vuluu of that bou'se and pny the tu· on thnt. omouut, which puts 
him i_n t be t;.~uuu position os a. mnn who pays rent. 1u1d d0l'6 uot. get. any 
<k•duetion. 

Mr. ~1c0oR»ACI<. You are talking abl>ut the 1>roper<y taxT 
Mr. PAMit&B. No, sir; 1 am talking about. the income taX, £or 

inrorno-t.ax purposes. 
~lr. McCoRMACK. l am a terumt and I pay rent. Of coun;e, I 

c:-auno\. doduc:t that in making my income tu rewm, ce.n It 
~Jr. P•uu. Not in ..,.pee, w o pononal dw.Jling. You oould 

inc.Jude it. ii you ••en a farmer in re&pect to a rented fann. 
M_r. V 1s10N. You get. a penooal exemption. Ia nolo tbat. on the 

same tbeoryt 
~Jr. McCoiUU.n. But th~ pm!Oilaloxemption oppliM to e<eryone. 

I go< a peroonal exemption and everybody oboe geta a peroonal exemp­
tion. It. is a uni£orm exemption. 

Mr. VJNIOX. No;iti8notunilorm. 
~Jr. MeCO&MACI<. His uniform in cluaot. A lingle man g<~la AD 

exemption of a tlaousand doll&l$ and a married J)<\IIOn $2,600. 

I 
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~lr. \T•soo,.. And 1<100 lor ...,h dependont.. 
~fr. ~lcCoa.>IACK. YM; but i< applieo unilormly to tho diflo .. nt 

r!as5H. Of eourM, I am jUBt inq~ for inromwtion. 1 do not. 
tJpo<t that any pro.-1 to ebang<> the 11tuation would be~. but 
I · ·ant to see wha\. the inequalil.y is there. 

For ans:tanct, be dON DOL inelude the vaJue or the food grown on hd 
rann We. hi• family oonsumee.. 

~Jr. 1'•• .. • · lie includee lhe expo....a of operating tho lann ol 
coum. II ho r•iMII I 0,000 butiliels o£ wheat and he uses 60 bush

1
ebJ 

I do no&. b\:iievo he pronues the expense of producing that. 50 busl1eb 
or wbnt. so A8 tO n..'<luce his income-tax deductionB. 

~1 r. VtN801<. Tho W<hnical poinlthon> i• thnt on th•t 60 bu•h•l• or 
wheat you do not. Juwo t\llY reolization. 

Mr. Mc:ColtMACK. 1 wru, ju.tt~ curious to know what. t-ho aituation 
"'·ss. 1 will noL press lhi\t. nny rurther. 

Mr. 0 uOW1'11 eu. Mr. Clulirinlln , before we adjourn, I would Hko to 
a.sk a quest ion. In the work on revision, by the subcommittoo under 
thechBitmft.nshiJ) of tho gentJernnn rrom Washington, Mr. lriJI, during 
tho last 2 or 3 yonrs ' 'ery olten tho question has boon brought up 
~trding th~ &tei_)·~-UJJ ~ on oorporations: I have ft8ked about. 
tbwtevtl"'ll tunes tfil~e pobcv was sound as w meome ta.x, why iL wu 
not invoktd in the Mrpont.tiOn tax. 

I rorget what the anJv.•e.r was that was given, or what th& oppolition 
.-u hUed on dtat. wu l'nade at the tim~. to the applieation or thiJ 
graduated tax to corporation iuoome. 

WiU \'OU state wha1. the objection is to i&.t 
. ~fr. i>ARKEit. WtU, tlae objection usually raised ~ that the ne&. 
mtOI!\fl of ft oorporacioo does not represent individual profitt. It may 
be <iprt"Ad o'•er many individu.al!. 

~ .. or in.ittlll<'e, ir you and 1 £om1 a corporation, and we put. in $ 10,000 
Bplft'e, or A total of $20,0001 and we mAke $10,000 or 60 perc('nl on 
our capital, under tlw graued corpomtion tAx, on only $10,000 or 
net ineoruc we would not. pay a very bigh rate of b1x. 

SUJ>fJO!IC we hnd n hundred people, instead of two )JeOple nnd thoy 
put m $10,000 I'J)icco, or tt miiJion dolln.n;. SUJ)posc tf•c..r mAke 
820,000 or 2 porccnt. on tboir Mpiwl. Butt having n $20,000 inemuc, 
you want. to Mx those )>coplu more indiviauniJy tluu1 you tmd 1 11ro 
tl\xed, whf'n wo t\'1"0 mnking 1t iiO percent, profit. You Wllnl to tii-X 
tluat. COOJ>C'rflLivc effort of tL lnmdrod peoplo more than you would U1c 
two, merely becUU8C of t he tUM of the net income of tbc eorporntion. 

1"hat. is the main objection to it. 
~lr. KNUT80N. Mr. ChAirman, may 1 ask n q_uC'fltJon? Let. Ul SlY 

<
8
hat A, 8 , and C aro st<K'kholders in a. eorporauon. A bu 6 shareS; 
bu 100 sham: and C hu 100,000 shares. They aro all tued at 

the ame rate. Undtr the present. proposal a corporation "'ould be 
taxed 16r, pe=nt. No< only would the bolder of one ahai'O be tuod 
16': Pft~t, bu< tho man who o•"M 50,000 shares ... ould be taxed 
at the tame rate, e.nd not. a higher rate. 

or~lr. P•ou:11. Tba< il eo~T<C•; they would all pay tho ume rat<'. 
ooun~e, our thf'Ory in lhe put. has been tbn the corJ!Oration geLS 

the mone.y and PAJ'8 a flaL tax. The graduation i:n rate tS taktn care 
of on tbe diJnribul1on or t.haL money to the stockholden. 

ln your cue, or eounc, i£ the t'orporation made a dl11tribution to 
the &tockholdtJ''BJ the man who owned 100,000 &bares would pay an 
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enOrulOW..lA:t, •' lltteu the man who owned $ abaret "·ouJd not be in 
IIJ<O •urtox brukNo •• all 

·rt ... ..-u COO!!idtn'd in 1934 in lloe tnau<r or tlimiooting lool>ho4.. 
in tba liX Ia.... Tbao it wby, or oou- Ule tommi~ doridad .0 
make a dri,·e on ltenKmal boldirtg companiet and al.o, under eettion 
102, to tooourage • Cf!rt&iu amount of dittrihution of oorporll4' profi 1.1 
11uu. ~·as noL JU"C •MI\ry in the hu!'in{'8.t, ~ H~at we • ·ould pt ou; 
1!1Uft!\X08. 

H you wAn~c.l to •u•ke it abttolutnly conai.Atent-lbat is the cor­
P.Otlll'ln lu •·itb our l&X oo individu.J& • •hat. you would do-but 
1t. coultl nol. be dooe admini!itu.tivel.y- tb60retieally, you •-ould go 
into the ~ration. 1te "Ah&t.lhey had m~ and after KOOUnling 
for the dindtndt distributed. you ,..--ould ftgure up ,..haL the tax 
abould be if ll~ re111aining income were distributed lA) utb noe:k:­
holder; you would find out. the income of 4'oi.Ch stockholdC'r aod 
Cl01ni'Ut6 the tttx and make the corporation pay it. Uu" th111 oould 
not >e done. But ir you wtmted I.Q follow 1t thnHtgh t.hflorcl ie,dlv, 
you would luwo to htwo eo me sucl.1 syswm u that. · 

~tr. K..'lltrTSON, ~tr. Parker, the prtoee.rlt. tu of l3n perctlnt ill pro,·­
i~ burdrnsome ot a number of corporations. Would not. the impoii~ 
tioo ol tbe 16Y.-.perceot tU rro,·e atllJ more burdensome, and • ·ouJd iL 
not. pre,·e.ot d .. ,~Jopmtnt. o COr:PC?rations _,.bo -.-rould wt.nt LO take oo 
more hf'Jp and e.xpt.nd thtlr aetwit,iN? \Vhat. danger wouJd tltert be 
ol RUt.b a condition being lm)Ught. about. under the propoa~d inc.rtasef 

Mr. I'ARKt:n. After all, it. may rct..rd 0-1pftns.ion, buL 1 do noL 1hink 
iL would provtnl it. 'The high rato tumHioned by the l,rt.osidcntJ IGY. 
pcr<·ent , 18 uoa. u J)ttrtigularly high rate when you take into considera­
don ~~ndaod's rate or 22~ percent. 

Mr. Vtsso.x. 'rite P'miideot's m~ eaUed for a lti!Ser rate on 
smaller torpon.tions. h is e\'e_n less lban 13Yt pereeot. 

Mr. Pdu:a. Ninflt.y·6ve percent of our eorporatioos are rtlati.-dy 
amall corpora.tions. • 

~I r. KNUTSON. It wouM 80tltl to mo Lbat the first. cooeen' of this 
committoo shou.ld be to do that. wbleh would expedite l'OOO\•ar,y. 

Mr. CuowTUEit. Dooe thn sliding IJUio method obt"in in any 
other counlrios, in EnglA11d, for instance, on corporations? 

Mr. 1-,AIUUlR. Not· Eng!aod hu no grat.uat.ed tax on curoorations. 
Mr. CROWTHER. hey have. higher rate or laX than we' 
Mr. PARU!"a. That is COrt'M:t. 
Mr. CaoWTHIR. ls it 20 or ~ peroen&.f 
~lr. PAREER. It ia 22)( percent at p,_nt. h uood lo bt 25 

J~f'CCDl. 

Mr. CnowTu ~R. That. it t.he rate on nll COrJ>Or&t·ionst 
Mr. PARK&Jt, Yt.te, 11ir. 
Mr. VlNSON. Mr. Chairrn&o, 1 movo we Adjourn. 
1'be Cou••><A.~. The committ.., will ot.and adjourned until 10 

o'clock tomorrow mornio.g. The Chair announces tbat publlc bear-­
inp on this bill ,.;n bt rtirumed at 10 o'doclc tomorrow mominc. 

(Wh<Mupoa lho coounitiA!o adjourned to meet on Tuooday, July 
0, 1935, at 10 •. IlL) 

X 
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s"'H'w-""'\-a \ .. \o.\w--t" ~ ~·f ~ ~ -h ~ w~ts "'" 

1'111~ G-.. m~-~ • ~ .... '1 6, I'IJ..-. 

1. · I aa returnin& the tax r ate schedules subraitted 

to the Tre&aUI'y for estimate of their probable revenue 

ytelds. Your eighteen schedules relat1ng to inheritance 

and gitt taxes would produce yields ranginc from about 

seven ailliona to seven hundred twenty-eight m11lions . 

, 2. Your six schedules relat1ng to increased bracket 

rates on large individual 1ncomes would produce revenue 

yi elds froa about f1ve lllillions t o thirty-two and a half 

millions. 

3 . Your three schedules relat1nc to a graduated cor­

poration income tax would produce revenue yields from 

about sixty-seven mlll iona to one hundred and two lll1111ona. 

4. Your suggestion relatlng to method of partially 

removing the present total tax exempt1on of dividends 

received by corporations would produce revenue approximating 

thirty nine lll1.l11on dollars . 

41 
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Bul'Plomontal atatomont by Secret:\r.Y IJorgenthtlu to the 
~a Md l.lollno Co,.,dttee, Mondny, July 'l , 1935o 

l o I W1l r eturnin& the tax rnto uohodules submi t ted 

to the 'l'rooaury for oatf.m!lte of thoir probable rovenuo 

.vlol dao Tour o1gbt oon sohodules role tine; to 1llher1 ten co 

and gift taxoa "ould produce .vlolda mn..'ling f:r-om abou~ 

oovcn Qll.lllonll to aovon hundrod twont)"oair,ht m1111anao 

2o Tour o1x aohoduloB relating to 1ncroaood brnclcot 

raten on l nrge 1nd1v1du.'Ll incomos would produce revonuo 

y!olcb fran nbl'lllt f lvo clillion~ t., thirt)"otro and n hnlf 

millions , 

3o Tour threo acheduloo rolntinc; tv n gr<Uttlahd cox--

l><>ration 1nc<.ono to.x would 'Prnduco rovonuo yiolrls fr•xn 

about o1xt)"ooovon ml.lliono to ono hundred ru-.A two milltonoo 

4. Tour allg6oatlon rolntinc to mnthod of partinlly 

r01110Ying the pr oaent total tax o:l:ompt101l CJt dlvidonda 

rocolvod ·oy corporations wO\l].d rroduco rov.muo "P!>roxi.antinG 

thirty nino million dollnreo 
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S100W!Y 
I . Graduated Inheritance and Gift Tax Schednlee 

A. Tablea lA, lB, 2.4., 211, 3A, 3B, 4l and 4B embody varioue 
alternative independent inheritance and giit tax rate echedulea, 
The estimated increaoo in revenues from eACh aro aa followa: 

Table lJ. 
Table lB 
Table 2A 
Tablo 211 
Tablo 3J. 
Tablo 3B 
Table 4A 
Table 4B 

$5. 0 mUliona 
2. 3 mUliona 

a>. 3 milliona 
7. 0 m1111ona 

60, 5 millions 
17.0 millions 
93, 3 million a 
25, 4 millions 

B. Tablea 5 to 7 appl1 to all inheritancoa and gifts tho aame 
rate schedule aa the individual income tax, 

( a ) If no ex~tiona are permitted, this acbedule ia eatL­
mated to yield ~39 millions in additional revemea, (Table 5) 

(b) If the firot $50, 000 of ell inheritances and gifts were 
completel y exempted, tho e stimated r evonuo would be reduced to 
$209 millions, ('rablo 6) 

( c) If a tax credit of $9, 700 wore allowed ever1 recipient , 
thereb1 freei ng ell inheritances and gifta of $50, 000 or under 
from all tax, and 11kowiae reducing tho tax on all larger amount. 
by $9, 700, the achodulo 1a es timated to 7ield $283 millions, 
(Table 7) 

(d) If a tax credit of $9, 700 be allowed each reci pient of 
inheritance or gift of $100, 000 or leas, thorab1 freeing all 
inheritances and gifta of $50, 000 or leas from any tax, but not 
allowing thie tax orodit in connect i on with amounts larger than 
$100, 000, the est imated revenue is $304 millions, 

c. Tablee 8 to 10 appl7 to all inheri tancu and gifh the pro­
poaed individual income tax achedule contained in Table a>. 

(a) If no excptiona are permitted, tbia achedule h uti­
mated to 7ield $508 million• in additional rovemea, (Table 8) 

(b) If the firat $50,000 of all inheritances and giftt 
were completely exempted, tho eet imat ed revome under thia 
schedule would be roduced to $223 million e. (Table 9) 

(c) If a tax credit of $9, 700 be allowed enry recipient, 
thereby freeing all inheritance• &Dd giftt of $50, 000 or under 
from all bx, and li.ltewite reducing the tax on all larger ~t• 
by $9,700, the echedule is eetimated to 7ield $300 milliont. 
(Table 10) 
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(d) If a tax credit of $9, 700 bo allowod each rocipient of 

i nhcritaneo or gift of $100, 000 or l eas, theroby trooi ng all in­

hori t ancoa and gifts of $50, 000 or has from o.ey t ax, but oo t 

allowing t hie tax crodit i n connoction with •ounta l argor than 

$100, 000, t ho oatimated rovo~e is $323 millions, 

D. Tabloa ll and 12 embody t ho proposal ot taxing tho ~ 

bined inheritance or gif t and statutory net income at preaent 

income tax ratea, with a deduction of the tax paid on the statutory 

net income. Thus, in effect, all inboritancea and gi f ts recei ved 

by an individual in any year would be treated aa ordinary income 

and subjected to the individual income tax ratoa, The effective 

rata of t he inheritanco or gift tax would theroforo vary directly 

with tho accumulated wealth and earning power of the rocipient , 

as moaaured by his income. 

Tho avorage incomo of aevoral yoara , rathor than tho incomo 

of a single year, mil¥ bo usod, 

(a) It no oxea:ptiona are pr<?vidod for, auch a tax i s es­

timated to yield $678 millions i n additional revenuea, 
(Table ll) 

(b) If a tax credit of $9,700 be allowed for each recipi­

ent , thereby freeing all inheritances and gifts of $50,000 or 

l en from any tax, and likewile reducing the tax on all larger 

emounte by $9 , 700, this proposal ia eatlmatod to yield $472 
millions in rovenuo, (Table 12) 

(c) If a tax credit of $9, 700 bo allowod oacb rocipiont 

of inheri t ance or gift of $100,000 or loss, thereby freeing 

all inhorit anccs and gifta of $50, 000 or leea from &QT tax, 
but not allowing thia tax crodit in connection with emounta 
larger than $100,000, the eatlmated revenue ia $503 millions, 

II, Tablea 13 and ~4 embody the proposal that all inheritance• 

and g1ft9 received by any individual in any year aball, in effect , 

be troatod as ordinary income and aubj ected to t he propoaed now 

individual income tax rates in Table 20, The tax on the inher i tance 

or gift proper would be tho amount of tax on the combined inheritance 

or gift and statutory net income, aa dotoroined by the ratoa incorpo­

rated in Tablo 30, l oaa the tax p rovioualy ~~id on the atatutor,r net 

income at tho proposod no-• rates, Tbua, tho 'ffoctive rate of the 

1nherit..,ce or gift tax v:ould vary directly with the accwuulatod 

wealth and earning po11er of the recipiant, aa •eaaured by his income, 

The averaae income of aeveral yeara, rather than the income of 

a ain&le year, m9¥ be uaed. 
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(a) If no exemption• are provided tor, auch a tax is eetimated 
to yiold $?28 millione in additional rovenuoe. (Table 13) 

(b) If a tax credit of $9,700 be allowed for oach recipiont , 
thereby treeing all inheritancas and gift a of $50,000 or leas from 
any tax, and likowito reducing tho tax on all larger amou.nta by 
$9, 700, thie proposal is eat~tod to yiold $516 millions in 
revenue. (Table 14) 

(c) If a tax credit of $9, 700 bo al1owod each recipient of 
inheritance or gift of $100,000 or lees, thereby freeing all 
inheritance& and sifta of $50, 000 or lese from any tax, but not 
allowing this tax credit in connection with amounts larger than 
$100,000, the estimated revenue is $54? millions , 

II . Schedule• for Increased Bracket Rates 
on Very Large Individual IrlComos 

Tables 15 to 20 contain a variety of arrangements for increased 
bracket rates on very large individual incomee. The est imated in­
crease in r~venuea from each of these schedule& is as follows: 

Table 15 
Table 16 
Table 17 
Table 18 
Table 19 
Table 20 

$ 5,1 million& 
22,1 millions 
28.9 millions 

6.9 m1lliona 
20. 4 millions 
32,6 milliona 

III . Corporation Income Tax Rate Schedules 
Graduated by Size of Corporation Income 

Tables 21 to 23 contain alternative rate schedules designed to 
graduate the rate of corporation income tax according to the sise of 
corporation incomes. The estimated increaae in revenues from each 
1a as followe: 

Table 21 
Table 22 
Table 23 

$ 66. 9 millions 
102. 2 million• 
100,6 millions 
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IV. Reduction o! Tax lxemption !or 
Dividend• Recehed by Corporation• 

If dividend• received by corporation• wore exempted !rom the 
corporation incomo tax to the extent o! only 85 perc®t of web. dirt­
donda, inatead of 100 percent, aa ie now tho caae, the eatimated 
increaao in rnenue ia $39.7 mUliona, 

. -· 
. . . 

--

, 
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'l'able :U 

Bre.clcet Bates on Inheritances, .Amounts of Tax, 
and Effective ~tee 

Eetimated ravenue $5.0 mi llions 

Bre.clcet I RAte : '!ax jJ I Percenta&e ot 
(in thousande 1 (percent) I (in dollars) I tax to Inherit-
of <iollara) I ance !/ 

I 

Up to - 300 llo tax 
300 - 500 4 8 ,000 l o60 
500 700 7 25, 500 3. 40 
700 - 1,000 10 00, 500 5. 05 

1 ,000 - 2,000 20 200, 500 12· 53 
2,000 - 3,000 30 500, 500 18. 35 
3,000 - 4,000 40 900, 500 23.76 
4,000 - 5, 000 00 1,400, 500 29 . ().'1 

5,000 - 7,000 60 2 , 600 , 500 37. 96 
7,000 - 10, 000 70 4 , 700 , 500 47. 51 

Over 10,000 75 

Trow.ury lleJlOl'tment , Division of Research e1ld Statist1cs,Jul7 6,1935. 

!/ Computed on upper limit of brackets. 

Regraded Unclassified 



Table I:8 

Bracket RAtes on Gifts, Amount. of Tax, 
and Effective Ratea 

Bat~tod revenue $2.3 mil11ona 

Bracket Rate Tax if Percentage of 
(in thousands (percent) ( in doll are) tu: to Gift V 
of dollara) 

Up to 300 llo tu: 
300 - 500 3 6, 000 1 . 20 
500 - 750 5 18,500 2.47 
750 - 1,000 7 36,000 3.60 

1 , 000 - 2,000 16 186, 000 9. 30 
2, 000 - 3 , 000 23 416,000 13. 87 
3, 000 - 4, 000 30 716,000 17. 90 
4, 000- 6, 000 38 1,096,000 21. 92 
5,000 - 7,000 45 1 , 996,000 28. 51 
7,000 -10,000 53 3 , 586, 000 35, 86 

Owr 10,000 60 

Treagury Department, Divtaton of Reaearoh and Statiatica, July 6, 1935. 

V Computed on upper limit of brackets. 
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Table a 

Brocket Rates on Inheritances, .Amounta of Tax, 
and Effective Ro.teo 

!atimnted revenue $20. 3 millions 

Brackst Ro.to bx if 1 Percentage of 
(in thousands I (percent) ( 1n do llare) I tax to Inheri-
of dollars) I I tancG 1/ 

I I I 

t1ll to - IOO Jlo tax 
lOO 200 4 4,000 a.oo 
200 - 400 8 .20, 000 5.00 

400 - 750 14 69, 000 9 . 20 
?50 - 1, 000 20 119 ,000 11,90 

1 ,000 - 2,000 30 419 ,000 20. 95 
a,ooo 3, 000 40 819 ,000 27, :!/J 
3,000 - 5,000 50 1 , 819,000 36. 38 

5,000 ? ,000 60 3 ,019,000 43.13 
? , 000 - 10,000 70 5,119,000 51. 19 

Ovor 10,000 75 

Troaaur,y Department , Division of Research and Stntistics, July 6 ,1935 

'!/ Comput ed on upper limit of brackets. 
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Table 2B 

Bracket Rat ea on Gifta, Amounta ot Tax, 
and Effective Rates 

!at~ted revenue $7. 0 m1111ona 

Bracket Rate Tax v Percentage 
(in thousands (percent) (in dollars) of tax to 

of dollars) Gift y 

Up to 100 No tax 
100 - ax> a 3,000 1. 50 
ax> - 400 6 15,000 3.75 
400 - ?50 11 53, 500 7.13 
?50 - 1,000 15 91, 000 9.10 

1,000 - 2, 000 23 3Zl., OOO 16.05 
2, 000 - 3, 000 30 6Zl, OOO 20. 7{) 
3, 00C - 5, 000 38 1, aih,ooo 27,62 
5, 000 - 7, 000 45 2,281, 000 32. 59 
7, 000 - 10, 000 53 3,871, 000 38. 71 

Over 10 , 000 60 

TreasUiy Department, Division of Research and Statiatice, July 6, 1935. 

Y Computed on upper limit of bracket&. 
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Table 3l 

l!raolcet Rates on Inheritances , Amounts ot Tax, 
and Effective Rates 

Batimatod r evenue $60. 5 millions 

llrocket Ro.te I Te.x j} Percentat;e ot 
(in thousooda I (percent) I ( i n dollnra ) 1 to.x t o Inherit-

of do1la."S) I I : a.nce Y 
I I : 

Up to 50 No te.x 
50 - 75 4 1 ,000 1 o33 

75 - 100 8 3 , 000 3. 00 

100 - 100 12 9 , 000 6 .00 

150 - 200 16 17 ,000 8 . 50 

200 - 400 3) 57,000 14. 25 

400 - 600 24 105,000 17. 00 

600 - BOO 28 161,000 3).13 

BOO - 1 ,000 32 225,000 22. 50 

1 ,000 - 1 , 500 36 405,000 27. 00 

1 , 500 - 2 ,000 40 605,000 30. 25 

2,000 - 2, 500 44 825,000 33, 00 

2, 000 - 3 ,000 48 1,065, 000 35. 50 

3 ,000 - 3, 500 52 1 ,325,000 37. 86 

3 , 500 - 4 ,000 56 1 , 605,000 40. 13 

4 ,000 - 4 , 500 60 1,905, 000 42. 33 

4, 500 - 5, 000 64 2 , 225, 000 44.50 

5 ,000 - 6, 000 68 2, 905,000 48. 42 

6 ,000 - 8 ,000 72 4 , 345,000 54o3l 

Over 8 , 000 75 

Treasury Department , Division ot Reaearch and Stat1at1ca, July 6 , 1935 

lf Ccmputed on u.pper liml t ot brackets , 

Regraded Unclassified 



Bracket 
( in thousands 

Table 3B 

Bracket Bates on Gitta, Amount. of Tax, 
and Bftect ive Batea 

Estimated revenue $17,0 million• 

Bate Tax l/ 
Percentage of 

tax to 
of dollars) (percent) ( in dollar a) Gift 11 

Up to 50 No tax 
50 - 75 3 750 1 . 00 
75 - 100 6 2,250 2, 25 

100 - 150 9 6 , 750 4, 50 

150 - ax> 12 12, 750 6 , 38 

aoo - 400 15 42, 750 10, 69 

400 - 600 18 78, 750 13,13 

600 - BOO 21 120,750 15, 09 

800 - 1,000 24 168, 750 16.-88 
1 , 000 - 1 , 500 27 303, 750 20, 25 
1 , 500 - 2, 000 30 453, 750 22, 69 
2,000- 2, 500 33 618,750 34.75 
2, 500 - 3,000 36 798, 750 26, 63 

3, 000 - 3,500 39 993, 750 28, 39 

3 , 500 - 4,000 42 1 , 203,750 30,09 

4,000 - 4, 500 45 1 , 428,750 31,75 

4, 500 - 5, 000 48 1 , 668, 750 33, 38 

5, 000 - 6, 000 51 2, 178, 750 36, 31 

6, 000 - 8, 000 54 3, 258,750 40. 73 
Over 8,000 57 

Treasury Department, Division of Boaearch and Stat1at1ca, Jul;y 6, 1935 

!J Compu.ted on upper 111111t of brackets. 
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Table 46. 

Bracket BD.tea on Inheritances , Amounts or Tax , 
end Effective Ratea 

Batimated revenne $93. 2 millions 

Bracket Bate Tax if Percentage ot 
( 1n thousnnde I (percent) • (in dolliU"e) t o.x to Inherit-• 
of dollo.re) I !lJlCO lf 

I 

t1p to - fC Uo tax 
00 - 00 4 400 , 67 
60 - ?0 8 1 , 200 1 . 71 
?0 - 80 12 2,400 3o00 
80 - 100 16 5,000 5. 00 

100 - lfe 2J) 15, 000 10. 40 
150 - 200 a4 2?, 000 l3o80 
200 - 300 28 55,000 18. 53 
300 - 500 32 ll'l,OOO 23. 92 
500 - 7fe 36 2C~ , ooo 2?o95 
?SJ - 1 ,000 40 309,000 30.96 

1,000 - 1 , 500 44 529 ,000 35, 31 
1 , 500 - 2,000 48 ?G:J, roo 38. 48 
2, 000 - 3,000 52 1 , 289,1i00 42.99 
3 ,000 - 4, 000 56 l , !K9,000 46o24 
4 ,000 - 5,000 60 2 ,449, 000 48, 99 
5, 000 - 6,000 64 3 ,089,000 51,49 
6 ,000 - 8 ,000 68 4, 449 , 000 55o62 
8 ,000 - 10, 000 72 5 , 889 , 600 58. 90 

Over 10,000 75 

freaa11r7 Departa.ent , Dlvleion or Reaearch and Stathtiea, Jul¥ 6, 1935 

11 Ccmputed on upper limi t or broclceteo 
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Table 4B 

Bracket Rates on Gift a, Amounts of Tax, 
and Effective Raiea 

Setimated reve=e $25,4 mlll1ona 

Bracket Percent&&• ot 
(in thouaande Rate Tax !} : tax to 

of dollare) (percent) (in dollars) gift !) 

Up to 50 No tax 
50- eo 3 300 ,50 
60- '10 6 900 1, 29 
70 - eo 9 1,800 3, 25 
80 - 100 12 4, 300 4,20 

100- 150 15 11,700 7,80 
150 - 200 18 ao, 100 10,35 
300- 300 21 41, 700 13,90 
300 - 500 24 89, 700 17,94 
500- 750 2? 157, 300 20,96 
750 - 1,000 30 232, 200 23, 22 

1, 000 - 1,500 33 39?, 200 26,48 
1,500 - 2, 000 36 5?7, 200 28.86 
2, 000 - 3, 000 39 967, 200 32. 24 
3,000 - 4,000 42 1,387, 300 34. 68 
4, 000 - 5,000 45 1, 837, 300 36,74 
5, 000 - 6,000 48 2,317,200 38. 62 
6, 000 - 8, 000 51 3, 33'f, 200 41. 72 
8, 000 - 10,000 54 4, 417, 200 44,17 

Over 10, 000 57 

Treasucy Departa:ent , Division of Reeoarcll cnd Statistics, July 6, 1935 

1/ Comp1ted on upper 11111 t of braclceh, 
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Table 5 

Inheritance e.nd Gift Tax e.t Same Ratea 
e.e Proaent Income Te.x - No Sxemptiona 

Eatime.ted revenue $489 milliona 

.amount of .Amount Percent&&& 
\llherite.nce of of tax to 

or gift \oa inher itance 
(in dolle.ra) ( i n dolle.ra) or gift 

10 , 000 700 7.00 
50, 000 9 , 700 19. 40 

100, 000 32, 000 32. 00 
300, 000 146,500 48. 83 
500, 000 265,500 53. 10 

1 , 000,000 5?3, 000 57. 30 
5, 000, 000 3 , 093, 000 61. 86 

10,000, 000 6,243, 000 62, 43 

Treasury Department , Division of Research e.nd Statistics , 
July 6 , 1935. 
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Table 6 

Inheritazx:e and Gift Tax at S1111e Rates 
aa Proaont Income Tax - Firat $50, 000 of all 

Amounts Completel1 exompt od 

!atimatod revenue $209 millions 

Amount of 
Inheritance 

or Girt 
(in dollara) 

10, 000 
50, 000 

100, 000 
300, 000 
500, 000 

1, 000, 000 
5, 000,000 

10,000, 000 

Amount 
or 

Tax 
( in dollars) 

0 
0 

9, 700 
117,500 
235, 500 
542, 000 

3 , 061,500 
6, 211, 500 

Percentage 
of tax to 

Inheritance 
or girt 

9. 70 
39, 17 
47, 10 
54, 20 
61 .23 
62,12 

Treasu~ Deportment, Diviaion of Research and Statistics 
Jul1 6, 1935 
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Table 7 

Inheri taooe and Gi!t Tax at Same Bates ae Present Inccma Tax -

$9700 Tax Credit Allo~ed Evory Recipient 

:let1mated rovemw $282 millione 

.Amount ot 
Inheri tance 

or Gitt 
(in dollars) 

10,000 
50,000 

100,000 
)00,000 
500,000 

1, 000,000 
5,000,000 

10,000, 000 

.Amount 
ot 

1 tax 
1 (i n dollars) 

1 Percentego 
1 of tax to 
1 inheritence 
1 or gitt 

Tree.su%7 Dopartmont, Division of Resoarch and Statiotice. 
J~ 6, 1935· 

Regraded Unclassified 



'l'ablo 8 

Inhor1 tanco e.nd G11't 'l'ax a t Samo Ratoa a1 'l'hoao Ind1cntod tor 
tho I ncomo Tox 1n 'l'ablo 20 - »o J:xompti<m 

Enticatod rovonuo $508 milli ons 

.Amount o1' I .&oaunt I l'l:lrcoutago 
I nhoritanco I 01' I ot Tox to 

or Gitt I Tox : Inhor1 tanco 
(in dollars) I ( ;n dollo.ra) I or Gitt 

10,000 700 7.00 
50,000 9. 700 19.40 

100,000 ,32,000 ,32.00 
300,000 155,000 51. 67 
500,000 288,000 57, 60 

1,000,000 650,800 65.05 
5,000,000 3 , ~10,500 78. 21 

10,000,000 8, 35.500 84.36 

'l'rcasur,r Dopartmont , Division o1' Roooo.rch and Stotiatica 
Jill¥ 6, 1935 
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Table 9 

Inheritanco nnd Gift Tax at Some Rates as 
Those Indicated for the Income Tax in 
Table 20 - Fir st $50,000 of all Amounts 

Completely Exempted 

Amount of 
Inheritance 
or Gift 

(in dollars) 

10,000 
5(), 000 

100,000 
300,000 
500,000 

1,000,000 
5 ,000,000 

10,000,000 

Estimated revenue $223 millions 

Amount of 
Tax 

(in dollars) 

0 
0 

9. 700 
123,500 
254,000 
613. 500 

3,867. 500 
8, 389. 500 

Percentage of 
Tax to 

Inheritance 
or Gift 

9. 70 
41.17 
50. 80 
61.35 
77· 35 
83. 90 

'l'reasury Department, Division of Research oJld Statistics, Jul7 6, 1935· 
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'l'ablo 10 

Inheritance and Gift '!'ax at Somo llatea aa Those Indicated 
for the I ncome Tax in Tabl e 20 -

Tnx Credit Allowed Evory Recipient 

Estimated r evenue $300 milli ons 

.Amount of .Amount of Percentage of 
Inheritance 'l'nx : Tax to 

o r Gift (in dollars) I nher1tnnce 
(in dollars) o r Gift 

10,000 0 
50,000 0 

100,000 22,300 22. ao 300,000 145. 300 48. 3 
500,000 278,300 ~.66 1,000,000 64o, SOO . 08 

5,000,000 3, fkoo, soo 78. 02 10,000,000 8, s . soo 84. 26 

Treasury Department , Division of Research and Statistics, July 6, 1935· 
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Table 11 

Present Incoce Tax llatoa Applied to Conbined llll:erHanee l)r 
Gilt and Statutory !lot Income, wi th Deductions of Tax Paid 

on Statutory Net Income - 1:o hemptiona 

Estimated revenue $678 c111ions 

Junount Percent&&& 
of Junount of tax t o 

inheritance : of inheritance 
or gift 

( in dollara) 
tax 

(in dollars) 
or gif t 

5.000 24o 4 .8 
10,000 700 7. 0 

Individual 50,000 9 .700 19.4 
with no 100 ,000 32,000 32. 0 
sto.tutory 500,000 265, 500 53·1 
not ineoco 1,000,000 573,000 57 · 3 

5 ,000,000 3 .~3 ,000 61.9 
10 ,000, 000 6, 2 3,000 62. 4 

5 ,000 46o 9 . 2 
10 ,000 1,050 10. 5 

Individual 50 ,000 11,16o 22. 3 
with statutory 100 ,000 34.560 34. 6 
not income 500,000 268 ,310 53· 7 
o! $5,000 1,000,000 575.910 57. 6 

5,000,000 3 .~5.910 61.9 
10,000,000 6,2 5,910 62. 5 

5 .000 590 11. 8 
10,000 1,36o 13. 6 

Indiv idual 50,000 12, 520 25. 0 
• ith statutory 100,000 36.900 36·9 
not income 500.000 270,900 54. 2 
ot $10,000 1 ,000,000 578.600 57·9 

5 ,000,000 3.~8,600 62.0 
10 ,000,000 6,2 8,600 62.5 

5 .000 1 , 700 J4.0 
10,000 3. 400 ~.o 

Individual 50.000 22.300 . 6 
w1tb ato.tuto17 100,000 50 .300 50· 3 
net income 500.000 286.300 57· 3 
or $50,000 1 ,000 ,000 594 ,800 59 ·5 

5 ,000,000 3.114,800 62.3 
10 ,000,000 6 ,264 ,800 62.6 

Regraded Unclassified 



Tnble 11 

Prese.nt lncome Ta.x Batea Applied to Combined Inheritance or 
Gift and Statutory Net Income, with Deductions of Tax Paid 

on Statutory Net Income - No Exemptions 

Est imnted revenue $678 milliona 

(continued) 

.Amount Percentage 
of .Amount of t ax to 

inheritance of inheri tence 
or gift tnx o r gift 

(1!! dollars} ( i n doll~a} 

5,000 2 ,800 56. 0 
10,000 5.6oo 56. 0 

Indi vidual 50 ,000 28 ,000 56. 0 
with statutory 100 ,000 56.500 56· 5 
net income 500 ,000 294 ,500 58 ·~ 
of $100,000 1, 000 ,000 604,000 60. 

5,000 ,000 3 ,124,000 62.5 
10 , 000,000 6,274,000 62. 7 

5 , 000 3 .050 61. 0 
10, 000 6,100 61.0 

Individual 50,000 30,500 61.0 

! with atatutory 100,000 61,000 61.0 
net income 500,000 307 ,500 61.5 
of $500,000 1 ,000,000 622 ,500 62. 3 

5 ,000,000 3,142 ,500 62.9 
10,000,000 6 , 292.500 62.9 

I 5 .000 3 .150 63.0 
10, 000 6 , 300 63.0 

~ Individual 50.000 31.500 63.0 
•ith statutory 100,000 63,000 63.0 
net income 500,000 315,000 63.0 
ot $1,000,000 1 ,000,000 630,000 63.0 

5 .000,000 3 ,150,000 63.0 
10 ,000,000 6 , 300,000 63.0 

Regraded Unclassified 



Table 11 

Preaent Income ':'ax Ratea Applied to Combined Inheritance or 
G1ft nnd Statutory Net Income , with J&ductiona of Tax Paid 

on Statutor7 Net Income - No Exemptions 

Individual 
with s t atutory 
net incol!le 
of $5,000,000 

Individual 
with statutory 
net income 
ot $10 ,000 ,()()') 

Est imat ed revenue $678 millions 

(continued) 

Amount 
of Amount 

inherit~~nco of 
or gift tax 

( in do lliU'a) ( 1n dollars) : 

5,000 3,150 
10,000 6,300 
5(),000 31 ,500 

100,000 c>3 ,ooo 
500,000 315 ,000 

1 ,000,000 630 ,000 
5,000,000 3,150,000 

10 ,000,000 6,300,000 

5,000 3,150 
10 ,000 6,300 
50,000 31,500 . 

100,000 63 ,000 
5()0 ,000 315,000 

1,000,000 630,000 
5,000,000 3,150,000 

10,000,000 6,300,000 

Percent age 
of ta.'< to 
inheri tance 

or gift 

63.0 
63.0 
63.0 
63.0 
63.0 
63.0 
6).0 
63.0 

6).0 
63.0 
63.0 
63.0 
63.0 
63.0 
6).0 
63.0 

~eaaury De~rtment , Divi s ion of Reaecrch and Statistics 
July 6, 1935· 

Regraded Unclassified 



Table 12 

Present Inc~o ~ Ratea Applied to ~bined Inheritance or Gift &nd 
Statutory Ne t Income, with Deduction of Tax Paid on Statutory Net 

Income- $9,?00 Tax Credit Allowed Every Recipient 

Esttmated re~enue $472 millions 

.Amount Percont~e 

of Amount ot tax to 
inheritance of inheritance 

or Cift 
(in do llar• l 

te.x 
(in d,olla.rs) 

or gift 

5,000 0 
10,000 0 

Individual 50,000 0 
with no 100,000 22,300 22.3 
atatutory 500,000 255,800 51.2 
net income 1,000,000 563,300 56.3 

5 ,000, 000 3,083,300 61.? 
10,000,000 6,233,300 62.3 

5 ,000 0 
10,000 0 

Individual 50,000 1,460 2.9 

with statutory 100,000 24,860 24.9 

net income 500,000 258,610 51.? 

ot $5,000 1,000,000 566,210 56.6 
5,000,000 3,086,210 61.7 

10 ,000,000 6,236,210 62.4 

5,000 0 
10,000 0 

Individual 50,000 2,820 5.6 

with statutory 100, 000 2?,200 2?.2 

net income 500,000 261,200 62.2 

of $10,000 1,000,000 568,900 56.9 
5 ,000,000 3,088,900 61.8 

10,000,000 6,238,900 62. 4 

Regraded Unclassified 



Table 12 

Proaent Ir;ccme Tax Rates Appl1od to Combined Inheritance or ()1ft and 

Statutory Uet Income, with Doduction or Tnx Paid on Statutory Net 
Incomo - $9,?00 Tax Credit Allowed Every Recipient 

Individual 
with statutory 
net income 
of $50,000 

Individual 
w1 th • tatutory 
not illcome 
of $100,000 

IndiYidual 
with atatut ory 
not illcane 
of $500,000 

Estl..mated revenue $472 millions 

( contL'lued) 

Amount 
of Amount 

lnheri tance ot 
or gift tax 

( ln dollars) (in dollars) 

5,000 0 
10,000 0 
50,000 12, 600 

100,000 40,600 
500,000 276,600 

1,000,000 585,100 
5 ,000,000 3,105,100 

10,000,000 6, 255,100 

5,000 0 
10,000 0 
50,000 18,300 

100,000 46,800 
500,000 284,800 

1 ,000,000 594,300 
5 ,000,000 3,114,300 

10,000,000 6,264,300 

5,000 0 
10 , 000 0 
50,000 20,800 

100,000 51,300 
500,000 297,800 

1 ,000,000 612,800 
6,000,000 3 , 132,800 

10,000,000 6, 282,800 

Percentage 
of tax to 

inheritance 
or gift 

25.2 
40.6 
55.3 
58.5 
62.1 
62.6 

36.6 
46.8 
57.0 
59.4 
62.3 
62.6 

41.6 
51.3 
69. 6 
61.3 
62.7 
62.8 

Regraded Unclassified 



'!'able l2 

PreBent Income 'l'ex :Rates Applied to Combined Inhcr itonce or Gift and 
Statutory Net Income, w1tb Deduction of Tax Paid on Statutory Net 

Inc~~e- $9,?00 Tax Credit Allowed Every Recipient 

lnd1v1clual 
with &tatutory 
no t income 
of $1,000,000 

Individual 
w1th stntutory 
not income 
of $5,000,000 

lncUvidnal 
with at atutory 
not incom<~ 

of $10 ,000,000 

Estimated revenue $472 millions 

( contlnuad) 

Amount 
of Amount 

inboritnnce of 
or g ift t ax 

(in dollars) (in dollars) 

5 ,000 0 
10,000 0 
50,000 21 , 800 

100,000 53, 300 
500,000 305, 300 

1,000 ,000 620,300 
5 ,000,000 3, 140,300 

10,000,000 6, 290, 300 

5 ,000 0 
10,000 0 
50,000 21, 800 

' 100,000 53, 300 
500,000 305,300 

1 ,000,000 620,300 
5 ,000,000 3, 140,300 

10 ,000,000 6, 290 , roo 

5,000 0 
10,000 0 
50,000 21 ,800 

100,000 53,300 
500,000 305,300 

1,000,000 620,300 
5 ,000,000 3, 140,300 

10,000,000 6,290,300 

Percenta&o 
of t ax to 

inhorit anco 
or gift 

--43.6 
53. 3 
61.1 
62.0 
62.8 
62.9 

43.6 
53. 3 
61.1 
62.0 
62. 8 
62.9 

--43.6 
63.3 
61.1 
62.0 
62.8 
62. 9 

Treasury Department, Diviaion of Research and Statiatica, July 6, 1935. 

Regraded Unclassified 
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Table 13 

!Jicome Tax Rates Contained in Table 20 Applied to Canbined Inheritance 
or Girt and Statutory Net Income , with Deduction or Tax Paid on 

Statutory Net Incomo - No Exemption 

Individual 
with no 
statutory 
net income 

Individual. 
with stotutory 
net income 
ot $5,000 

Ind1vidlta1 
with statutory 
not inco~~>e 
ot $10 ,000 

Individual 
With statutory 
nat income 
ot too,ooo 

Eetimbted revenue $728 milliona 

Amount 
or 

inheritance 
or girt 

( 1n dollnrs) 

5 ,000 
10 , 000 
50 ,000 

100 ,000 
500, 000 

1,000,000 
5, 000,000 

10 ,000,000 

5 ,000 
10 ,000 
50,000 

100,000 
000,000 

1,000,000 
~ .ooo ,ooo 

10 ,000,000 

5 ,000 
10,000 
50 ,000 

100 ,000 
500,000 

1 ,000 ,000 
5 ,000,000 

10,000,000 

5 ,000 
10,000 
50,000 

100 ,000 
500,000 

1 ,000,000 
5 ,000,000 

10,000,000 

..\mount 
or 

tax 
(in doll~~ra) 

240 
?00 

0,?00 
32,000 

288,000 
650, 500 

3 ,910,500 
8 ,435,500 

460 
1,050 

11 ,160 
34, ?60 

291, 310 
&54,110 

3 ,9U , 7l0 
8 , 439, 960 

590 
1 ,360 

12 , 520 
37,300 

294.400 
65? , 500 

3 ,918, ?00 
8 ,444,000 

I 
1 , 700 
3 , 520 

22 , 300 
52, 300 

313,800 
679,300 

3 ,94ll , :SOO 
B, 472, aoo 

Percentage 
of tax to 
inheritance 

or girt 

4. 8 
7.0 

19.4 
32.0 
S7 .6 
65.1 
?8.2 
84.4 

9 . 2 
10.5 
22. 3 
34. 8 
58. 3 
65. 4 
78.3 
84.4 

u .s 
13.& 
25.0 
37 . 3 
58.9 
65 .8 
?8 . 4 
84. 4 

34.0 
35. 2 
44. & 
52. 3 
62. 8 
6? . 9 
78.9 
84.7 

Regraded Unclassified 



'!able 13 

(continued) 

Incomo Tax Ratea Conteined in Table 20 Applied to Canb1ned Inheritance 

or Citt nnd stotutory N9t Income , with Deduction or Tax Paid on 
stotutory liet Income - Uo Exemption 

Ind1viduol 
with stotutory 
net incCime 
ot &1.00,000 

Individuol 
with stotutory 
net 1ncane 
ot $500,000 

Individual. 
With stotutory 
net incane 
ot $1,000 ,000 

Eat~ted revonue $728 millions 

liDOIUit 
ot 

inheri to.nce 
or sitt 

(in dollora ) 

5 ,000 
10,000 
50,000 

100 ,000 
500, 000 

1 ,000,000 
5,000,000 

10 ,000,000 

5 ,000 
10,000 
!50,000 

100, 000 
500,000 

1 ,000,000 
5 ,000,000 

10,000,000 

5 , 000 
10,000 
!50,000 

100,000 
500,000 

1,000,000 
5 , 000,000 

10 ,000,000 

Amount 
ot 

tux 
(in dollars ) 

3,000 
6 ,000 

:30,000 
60 ,500 

327 ,000 
695,500 

3,967, 500 
8 ,497 ,500 

3 , 550 
7 , 100 

35,500 
71,000 

362,500 
747, 500 

4 ,067 , 500 
8 ,617, 500 

3 , 850 
7 , ?00 

38,500 
?7 ,000 

385 ,000 
770, 000 

4 , 150, 000 
8 , 725. ()()() 

Percen~e 

ot tax to 
inheritonco 

or gift 

ro.o 
ro.o 
eo.o 
60. 5 
65. 4 
69. 6 
79. 4 
85.0 

71.0 
71.0 
71.0 
71. 0 
72. 5 
74. 8 
81. 4 
8&. 2 

77. 0' 
77 .0 
?7. 0 
??. 0 
77. 0 
77. 0 
a:s.o 
87. 3 

Regraded Unclassified 



TnblO 13 
( cont 1nued) 

Incomo Tox Bates Contained 1n Table 20 Applied to Combined Inhorit nnoe 
or Gif't and Stat utory !~at Income, with Deduction or Tox Pold on 

stntutor y Not Incane - No EXemption 

!IIIII vid\11\l 
with atotutory 
net income 
or $5,ooo ,ooo 

Ind.l•1dusl 
WIth atotut ory 
net lnccmo 
ot tlO,ooo,ooo 

Eatlmntad revenuo $728 millions 

Amount 
ot 

inhorit nnco 
or gif't 

(in dollo.ra) 

5,000 
10,000 
50,000 

100,000 
500,000 

1 ,000 ,000 
5 ,000 ,000 

10 ,000,000 

5 ,000 
10 ,000 
50,000 

100,000 
500, 000 

1 ,000,000 
5, 000,000 

10 ,000, 000 

.llllount 
ot 

t ox 
( in dollnrs ) 

4 , 450 
8 , 900 

44, 500 
8Q ,OOO 

4.45,000 
890 ,000 

4 ,525,000 
11 ,225,000 

4 , ?00 
11 , 400 

47,000 
94, 000 

4?0,000 
1140,000 

4 ,700, 000 
9 ,400,000 

Percentngo 
or t ax to 

inheri tt1noo 
or gift 

811 . 0 
81l . O 
811 . 0 
811 . 0 
89.0 
811 ,0 
90 . 5 
92. 3 

94.0 
94,0 
94.0 
94. 0 
114.0 
94.0 
94.0 . 
94, 0 

Tret.aury Department , Div ision or Research and Stnt1at1oa. 
J\l.l1 6 , 1935 

Regraded Unclassified 



Table 14 

Income Tax Rntco Contained in T~ble 20 on Combined Inheritance or Gift 
and Sta~tory Net Income wi th Deduction of Tax Poid on Sta~tory 

Not Income- $9,700 Tax Crodit Allowed Every Recipient 

Estimat ed revenue $516 millions 

Amount I'ercen tage 
of Amount of tax to 

inheritance of inheritance 
or gift ta.'t or !(1ft 

(in dollars) (in dollarp) 

5,000 0 
10,000 0 

Individual 50,000 0 
wi th no 100,000 22,}00 22. 3 
otatutnry 500,000 278 , 300 ga-7 
net incomo 1 ,000,000 64o,800 .1 

5,000,000 
10,000,000 

} ,~ ,800 
8, 25,800 

78.0 
84. 3 

' 5,000 0 ,_ 
10,000 0 

Individual 50,000 1,46o 2.9 
with ota~tocy 100,000 25,o6o ~-1 
net income 500.000 281;610 64:~ of $5,000 1,000,000 644 ,410 

5,000,000 } .~5,010 78.1 
10,000,000 8 , J0 ,26o 84.3 

5,000 0 
10,000 0 

Individual 50 ,000 2,820 5.6 
with ata~tocy 100 ,000 27,6oo ~-6 
net income 500 ,000 2!14, 700 -9 
of $10,000 1,000,000 647,800 64.8 

5,000.000 3.~,ooo 78. 2 
10,000,000 3, 3 .500 84.3 

Regraded Unclassified 



Table 14 

Incomo Tax Bates Contained in Table 20 on Combined Inheritance or Gift 
and Statutory Net Income with Deduction of Tax Paid on Statutory 

Net Incou:e - $9,700 Tax Credit Allowed Every Recipient 

I ndi vi du.al 
with atatutory 
not income 
Of $50,000 

Individual 
with statutory 
not income 
of $100,000 

IndiTidual 
with statutory 
net income 
of $500,000 

Estimated revenua $516 nd1liona 

(continued) 

Amount 
of 

inheritance 
or gift 

(in dollars) 

5,000 
10,000 
50,000 

100,000 
500,000 

1 ,000,000 
5,000,000 

10,000,000 

5,000 
10,000 
50,000 

100,000 
500.000 

1,000,000 
5,000,000 

10,000,000 

5,000 
10,000 
50.000 

100,000 
500.000 

1,000,000 
5,000,000 

10,000,000 

Amount 
of 
tax 

(lp dollars> 

0 
0 

12,6oo 
42,6oo 

304,100 
669,6oo 

3.935.6oo 
8 ,463,100 

0 
0 

20,300 
50,800 

317.300 
685,800 

3.957,800 
8,487,800 

0 
0 

25,800 
61, 300 

352,800 
737 , 800 

4 ,057 ,800 
8,6o7,800 

PercentB6e 
of tax to 

1 nheri tence 
or rift 

25.2 
42. 6 
6o.8 
67.0 
78.7 
84.6 

4o.6 
50.8 
63.5 
68.6 
79.2 
84.9 

51.6 
61.3 
70.6 
73.8 
81. 2 
86.1 

Regraded Unclassified 



Table 1~ 

Income T.x Rates Contained in Table 2':> on Combined Inheritance or Gift 
and Statutory lfet Income with Deduction of Tax Paid on Statutocy 

Net Income- $9,700 Tax Credit Allowed Every Recipient 

Estimated revenue $516 million& 

(continued) 

.Amount 
of AJDount Percentage 

inharitance of of tax to 
or gift tax illheri tance 

(in doll an) {in dollars) or gift 

5,000 0 
10,000 0 

Individual 50,000 28,800 57.6 
with atatutocy 100,000 67,300 67.3 
net income 500,000 3~.300 75.1 
of $1 ,000,000 1,000,000 7 , 300 76.0 

5 ,000,000 4,1~ . 300 82.8 
10,000,000 8, 715.300 87.2 

5,000 0 
10,000 0 

Individual 50.000 34,800 69.6 
wHh atatutory 100,000 79.300 79·3 
net income 500,000 435.300 87.1 
ot $5,0CY.l,OOO 1 ,000,000 880,300 88.0 

5,000,000 4,515, 300 90·3 
10,000,000 9,215,300 92. 2 

5.000 0 
10, 000 0 

I nd1v1d.ual 50,000 37.300 74.6 
w1 th eta tutory 100 ,000 84,300 84.3 
net income 500.000 46o, 300 92.1 
ot $10,000,000 1,000,000 930.300 93.0 

5,000,000 4,690.300 93.8 
10,000,000 9.390.300 93.9 

treacury Department, Division of Research and stat ist ics, July 6, 1935 

Regraded Unclassified 



Table 15 

Surtaxes on Individual Incomos Exceeding $1, 000, 000 

Estimated increase 1n revenue $5.1 millions 

Surtax bracket : Surtax Combined : Totlll tax~ Percent860 
(in thousands :(percent) normal and: (in dollar s of tax to 

of dollars) surtax totlll tax-
(percent) 1 I ablq inCOIIIO l/ 

1,000 - 1,500 6o 64 893,000 59 ·~ 
1,500 - 2, 000 63 67 1,228,000 61. 
2,000- 3,000 66 70 1,~,000 64. 27 
3.000- 5. 000 70 74 3. , 000 68.16 
5,000 - 10,000 75 ~a 7.358, 000 73· 58 

Over 10, 000 so 

Treasury Department , Division of Research and Statistics, July 6, 1935· 

!} Computed on upper limit of brackets. 

Regraded Unclassified 



Tnb1e 16 

Surta.xea on Individual Incomes :txcoedinc $150,000 

Estimated incre~ae in revenue $22.1 m1111ona 

Surtax bracket 
(in thouannda of dollars) 

150 - 200 
200 - 250 
250 - 300 
300 - ~ 

~ = 500 
500 - 750 
750 - 1 ,000 

1,000 - 2 ,000 
2,000 - 3,000 
3,000 - 4 ,000 
4 ,000 - 5,000 
5,000 -7.500 

Over 7,500 

1 SUrtax 
:(percent) 

54 
56 
5S 
60 
62 
64 
66 
68 
70 
72 
74 
76 
78 
so 

Combined : 
normo.l and 

aurto.x 
(percent) 1 

5S 
60 
62 
64 
66 
6s 
70 
72 
74 
76 
78 
80 
82 
84 

1 Percentace 
Total 1 ot t ax to 

tax !} 1 to t11.l tnx.­
(in do11ara ) :ab1e inco.e 

89,000 
119,000 
150,000 
182 ,000 
215,000 
2S3,000 
458.000 
638, 000 

1,378,000 
2 ,138 ,000 
2 ,918, 000 
3. 718,000 
5. 768,000 

1 

Treasury Department , Division ot Research ODd St etiatics, July 6 , 1935· 

!} Computed on upper lirnito of brncketa. 

Regraded Unclassified 



Table 17 

Surto.xea on Indlvidunl Incomea Excncdin« $100, 000 

Estimated increase in rovenuo $28.9 millions 

Combined : Percentogt> of 
Surto.x brac.la!t : Surto.x : nol'IIIA1 !Uld: 'ro t:.1 :tax to totnl 

(in thouoand.s of dollnra): (porcont): GUrtcx : tax 11 : t0Xllb1o in-

100-
200-
400 -
700-

1,000 -
2,000 -
J,OOO -
5 .000 -

Over 

200 
400 
700 

1,000 
2,000 
J,(.()Q 
5, 000 
7.500 
7,500 

gg 
65 
70 
72 
74 
76 
78 
80 

( percent>: ( ln dolle.rs): cot!!!lf 

~ 
~ 
76 
78 
so 
82 
84 

91,000 
219, 000 
426,000 
648,000 

1,4os,OOO 
2,188,000 
3, 7SS,OOO 
5,8Ji!,OOO 

45.50 
54.75 
60.86 
64.80 
70.4o 
72.93 
75· 76 
77-84 

'l'reasu.ry Department, Division of Roaenrc.lt ond Stntistica, Juq 6, 1935. 

11 Computed on upper limit of brackets. 

Regraded Unclassified 



Table 18 

Surtnxea on IndividUill Incomes Excoedill6 $500,000 

Estim.'\ted 1ncrenae in revenue $6.9 millions 

Surtnx bracket : Surtax Combined I Total : Percentoce 
(in thauannds of (percent) I normal and : tnx !} on tax 

dollnra) aurtnx 1 (in dollnra) 1 to total 
• I (percent) I I taxable 'JJ • 
I I I I income 

500- 6oo 57 61 326.500 54.42 
Goo - 700 5S 62 ~·500 55 ·~ 
700- 800 ~ 2 .500 56. 
800- 900 515.500 57.28 
900 - 1,000 61 65 580. 500 58·05 

1,000 - 1,500 63 67 915.500 61.03 
1,500 - 2,000 65 69 1,260,500 63.03 
2,000 - a·ooo 67 71 1.970, 500 65.68 

G'ooo - ,000 69 73 2, 700,500 67. 51 
,000 - 5,000 71 75 a·450,500 69.01 

5.000 - 9,000 73 77 , 220, 500 70.34 
6,000 - 7, 000 75 79 5,010,500 71· 58 
7,000 - 8,000 77 81 5,820,500 72. 76 
s,ooo - 10,000 79 :a 7,480,500 74. 81 

Over 10,000 so 

Treasur,y Department , Division of Reoearch ond Statist1ca, July 6, 1935· 

!} Computod on uppor limit of bracketa. 

Regraded Unclassified 



Table 19 

Surtax on lDdividual Incomea :b:ceedin& $100 1000 

:Zatimated Increase in revenue $20.4 milliona 

Surtax bracket 1 Surtax I Combined I 1 Percenta,;e of 
(in tbouaand.a • (percerrt) I normal end I Total 1 tu: to total • 
of dollan) I I surtax : tu: lf I tu:able ~ 

: I (percept) 1 ( 1n dollar!h C911!t li 

100 - 200 54 58 89,000 44. 50 
200 - 250 56 60 119,000 47. 60 
250 - :m 58 62 100,000 50. 00 
300 - 350 60 64 182,000 52. 00 
300 - 400 62 66 215,000 53o75 
400 - 500 64 68 283,000 56. 60 
500 - 750 66 ?0 458,000 61. 07 
750 - 1 ,000 68 ?2 638,000 63.80 

1 ,000 - 2,000 69 73 1 ,368,000 68. 40 
2,000 - 3,000 70 74 2,108,000 70. 27 
3,000 - 4,000 71 75 2,858,000 ?1. 45 
4,000 - 5,000 72 76 3 , 618 ,000 72.36 
5,000 - 7,500 73 7? 5. 543. ()()() 73. 91 
? , 500 - 10,000 74 78 ? , 493,000 74. 93 

Ovor 10,000 ?5 79 

Treasury Department , D1v1e1on of Reaearch and Statiatica, JulT 6, 1936. 

lf Computed on upper limit of bracltete. 
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Table 30 

Surtax on Indhidu&l Income• bceedl.nc $100, 000 

Eatimahd inerea•e in renzee 32, 6 aUliona 

Surtax CO:Abined Total Percentace ot 
bracket : Surtaz nono&l and : tax JJ : tu to total 

{in thouaand• :{percent) IUrtU :( l.n clollan): tuable in~ JJ ot dollar•) (percent) 

100 - 150 56 60 63,000 41,33 
150- 000 57 61 92, 500 ~.as aoo- 250 58 63 133,500 49,40 
250- 300 59 63 155,000 51,67 
300- 350 60 64 187, 000 53, 43 
350 - 400 62 66 220, 000 55,00 
~- 500 64 68 388,000 57,60 
500- 750 67 7l 466, 500 62,07 
750 - 1, 000 70 74 650, 500 65, 05 

1, 000 - 2,000 73 77 1, 420, 500 71. 03 
2,000 - 3,000 76 ~ 2,320,500 74, 03 
3,000 - 4, 000 79 83 3, 050,500 76, 36 
4,000 - 5, ()(!() 83 86 3,910, 500 78, 21 
5,000 - 7,500 85 89 6,135,500 81,81 
7,500 - 10,000 88 92 8,435,50C 84,36 

OTer 10,000 90 94 

Treasuey Department, D1 Thion ot Reeearch and Stati•Uc•, July 6 , 1935 

lJ COID}:N.ted on upper Uait ot braclceta. 
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Table 2l 

Graduated Tax on Corporation lnc:CIMI 

Satimated increaae i n reYenue $66.9 mil1ione 

lDCOIIle bracket : Rate 
(in tbouaanda ot dollara): (po~cent) 

'rohl : Percentace ot 
: tax : t ax to total 
: (in dollar a) lf:taxable income JJ 

Up to a 10 200 10. 00 a - 5 11 530 10. 60 
6- 15 12 1, ?30 11.53 15 - 40 13 4, 980 12. 46 

40 - 100 14 13, 380 13. 38 
100- 300 15 43, 380 14. 46 
300 - 1 , 000 16 155,380 15. 54 

1, 000 - 20,000 17 3,385,380 16, 93 
Ovor 20, 000 1?t 

TreaiUr,r Depar\aent, DiYiaion ot Beaearcb and Stat iatica, Jul7 6, 1935 

l/ Computed on uppor 111111t ot breckeh. 
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'l'ablo 23 

Graduated Tax on Corpora tion Income 

latimated increaae in re•enue $102, 2 milliona 

Income bracket Rate 
(in tbou~ ot dollar•) 1 (percent) 

I 

Up to 2 10 
a - 15 1~ 

15 - 40 14 
40- 100 15 

100 - 300 16 
300 - 1,000 17 
Onr 1,000 1?! 

1 Total :Percont-ce ot 
1 t u 'IJ :tax to total 
1( in dollara) :tuable incOIH l/ 

200 10.00 
1,955 13, 03 
5,455 13,64 

14, 455 lt.46 
46, 455 15. 49 

165, 455 16, 55 

Treen%')' Department, Divieion ot Ruearch and Statiatice, July 6, 1935 

l/ Collplted on lJPPOr limit o! b1'11Ckeh, 

' 

' 
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fe.ble23 

Graduated Talt on Corporation I ncCIIIa 

Inccme bracket I :ante I 'l!otol. 1 Percentage ot 
(ill tbouan!lt!o ot doll~~ra) I (per cent) I tcut "JJ I taz to totol. 

I I ( i n dollare) I ta:mble i n-
I I I CCIIIe"J,/ 

Up to - 2 11 210 11.00 
2 - 5 12 580 lloSl 
5 - 15 13 1 ,880 12. 53 

15 - 40 14 5 ,380 13.45 
40 - 100 15 14,380 14.38 

100 - 300 16 46,380 15.46 
300 - 1,000 17 166,380 16.54 
Over 1,000 17t 

Trena'Cr)' ])apartment , D1nt1on ot B.eaeerch and Stathtica, Jal;r 6, 1935 

1/ CCIIIpnted on ~r limi t et bracltoho 
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J'OR R!:LEAS!I , loiOI!Hnm IlRSPJ.P'ZRS , 
llonclay, July 8 , 1935. 
7-&-35. 

'faGhington 

Press Sorvico 
uo. 5-26 , 

Socrato.r.r of the Treasury lo!orgenthau is t oday ortoring for subscript i on, at 

par and accrued interes t , through the • adoral Ronerve banks, $500;ooo, ooo, or 

t.h.oreabouta , 4-yanr 5-month 1-3/8 percent Treasury notes of Series B-1939. 

Tho Tro.c"sury noto3 now offered will bo dated July 15, 1935, and will bear 

interoot from that dnte at the rate of 1- 3/8 percent per annum, po~blo on a 

aemiannual basio on Docambor 150 1935, and thereafter on J une 15 and Docombor 15 

of oac.h yoor . They will lDilturo Decetllber 150 1939, o.nd will not be aubjoot to call 

f or rodoaption bofor e that date. Tho notes will be iseuod 1n bearer form only in 

dencmino.tionc of $1.000 $500 0 $1 0000, $5, 000, $100000 and $100,000. 

~10 notes will be exompt , both as to principol and interest , from a l l ~tton. 

The oxompt i on does not appl y to ootnto or inhoritanco to.xea or gift tnxeo . 

AJ:ll>l1co.t1ons will bo rocoived at the Fodernl Ronorve banks and brnnchoo, and 

at tho Troasury Dopru: tment , lfaohington.. :Bnnldnc 1nst1 tutions generally will handle 

applico.tiuna f or subscribora , but only Fodorol Renorvo banks and the Troo.aur; 

Dopartmont will be authorizod to act as official a&encioo. Appl iontiona froo 

incorporated banks and truut c~'lnieo for their own occount will be rocolvod 

without dopoott but will bo roo tl'ictcd in ench co.oo to an 311\0unt not oxceoding 

on~ba1f of tho combined co.pital and surplus of tho oubacribi~ bank or h-uot 

c~. J.ppl1co.tions froo nll othoro must be nccO!:Ipt\l\iod,, if for more tNu1 

~5 ,000, b)' po.yment of $5, 000 or 5 percent of t ho amount of notos appliod. f or , 

wilichovor io the greateri o.nd, 1f for $5,000 or leas, by poyment in f ull. The 

Socrotary of the Treasury roaorveo the right to clono tho boOks as to any or all 

aubecr i ptions or classes of subscriptions a t any t~no wi thout notice. 
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Subject tc the r eservati ons set forth in thB official circular, aubsorip­

Uona tor amounts up tc and incl uding ~ ,000 wUl be jSiven preferred allotaent, 

and subscriptions f or a110unts over $5,000 wUl be allotted on an equal percenta&e 

basis , but not less than tho IIIIIXimUIIl preferred allotment. 

Pa7Zon~ at par and accrued interest , if any, for the not es allotted aust 

bo IDil.de on or before July 16, 1935, or on later allotment . 

Tbo text of the o.f!'icial circular follows: 
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UNIBD STATES ar .umRI<ll 

1.-3/8 PJ:Rali'l' TIIZASUBY KOTl:S OP SD IJS ~1939 

De.ted and boo.rins int ereot h-om J uly 150 1936 Duo Dec:ocber 150 1939 

Interest paJ~Uble June 15 nnd December 15 

1935 
Departmon t Circ:ular no. 545 

Public Debt Service 

TBJ.lSURT DIIPAB'l'llllfT; 
Office of the Secrot&r,r, 
'lfallh.lngton, J ul.¥ a, 1935. 

Tho Sacroto.ry of tho 'l'roa<>urJ, purouant to the e.uthority of tho Second LibertT 

Bond Act , approved September 24; 191?0 no amended , invites cubocrip~ions , at par 

and accrued intoreot , from the people of the lllitod Staten, f or 1-3/8 percllllt 

note& of the United Stateo , dosigMtod Treasury, Notes of Series ~1939. Tho amount 

of tho offering io $500;ooo;ooo, or thoreabouto. 

Deaeription of llotes. 

Tho noteo will bo dated July 15, 1935, nnd will bMr intaroot fl'OIII th::>t date 

at the rate Of 1-3/8 porcont per a.=, peynblo on a eominnnual baoie on Docomber 

15, 1935, and thereafter on June 15 and Docombor 15 in each :rear. 'l'luly will 

11nturo D9combor 151 19390 a nd will not be oubjoct to call for redemption prior to 

mtur1ty, 

~no notee ohn11 be exempt , both ao t o principal and 1ntorent, f r om nll ~ 
l 

\ion (axcopt oatato or inheritance taxee) n01r or hereoftor impoaod b;r the tlnlted 

Statoo , any State , or any of the poooessione nf the Unltod Stateo , or by any local 

taxing author! ty. 

Tho noteo will bo ncc:opted at per dur1J1G auch t1.!:1e and under 1111ch ruloo and 

r egulations na ehull be proocribod or approved by the Secretary of tho Troaeury 

1n pe:rmont of lncoce and proflto taxoo payable nt tho maturity of the notoo. 

The notoe will bo acooptnpl e to oecuro dopouit n of public monoyo , but will not 

bear the circmlatlon pr lvilOSO• 

!. Sim.qorly, tho axomption dooa not apply to the gift tax, ooo !rOileury Dooieion 

45150. 
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»aoror notoc with interout eoapono attached will bo issued in donaadnatiana of 

$100, $500, $1,000, $s,ooo, $10,000, and $100,000. Tho noteo will not bo ioouod 

in rogiotorod f orm, 

Subscripti on and Allotment 

SUbscriptions will bo roeoi vod at tho J'odorol Reoervo banks and branehoo nnd 

Bt tho 'l'roasury Doparblont , 'faohington. Bnnld~ institutions generally will lnndle 

applicationo for subocriborn, but onl;y tho J'odoml Recorvo brulkB and the Trooau.r;y 

Dopnrtmont m·e nuthorizod to net aB offieit\1 ogonciea. Applications from incorponP 

t.od bMkn and trust cOillplUiieo f or their 01m necount will be r oeoi ved without 

dopooit but will be roatrietod in oach easo to o.n MlOUDt not exeeodin& ono-h;J.lf 

of the combined capt tal and surplus of tho aubner1b1n& bonk or truct cOillpii.D¥o 

.tpplicationn from all others llll.st bo nee<J:I]lii.D1od, if for oore than $5,000, by 

pnymont of $5,000 or 5 porcent of tho amount of notoo applied for, whichever to 

tho grontor: and, if for $5,000 or l oco , by payment in full . Tho Socrotnr;y of tho 

Tronaury rosorvoo tho riGht to clooo the booko oe to any or all subucripti~nu 

or clnouoo of uubscriptione nt any time without notice. 

Tho Soeretar;y of tho 'l'ronaury roeorvos tho riGht to reject any subeeriptton, 

in wholo or in part , tu nllot leoo than the amount of notoo applied tor, to make 

ollotmonh in full upon nwHc:ntiono for st:l!l.ller nmounto t\nd to mko reduced 

nllotmonto upon, or to reJect , oppl icat ionu for lorgor omounts , to moke eloooifiod 

ollotmontn or to mko allotments upon a. grnduntod scale, or · to adopt IU\Y or nll 

of onid l'lethods or such other oothods of allotment nnd cl aaai.iieaeton of ullotment s 

110 alull bo doooed by bU. to bo in tbe public intoront; and hil> action 1Jl 4D.Y or 

all of thooo respocta shall be final . SUbJect to those reoervationo, ouboer1pt 1ona 

for MIO\Ulta up t o ond. tneludillG $5;000 will bo t;ivon proferrod nllotment , o.nd aub­

acriptiona for amounto ovor $5,000 wil l be all ot ted. on un oqunl porcontago baaie, 

bu~ not looo tbo.n the mxJ.mum preferred allotment • Allotment notieoa will be 

aont out p.romptl;y upon allotmont , nnd tho '!laeio of tho ollotment will be publiel;y 

MI1011Deod. 
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Payment 

l'aY~DCnt ot po.r o.nd c.ccrwld 1ntereat, 11' MY, for notes allotted hor~er 

111\lOt bo made or completed on or boforo July 160 1936; or on lnter flllotmonto In 

ovory c:aao whore ~cnt io not oo completed, tho Jli!'111'ent with application up to 

5 percent of the amount of noteo applied for nhall , upon deolnrntion modo by tho 

Secretary of tho ~oaoury in his discretion, bo forfeltod to the Unlted States. 

Any qualified dopooitary will bo permitted to cnko payment by credit for notoo 

nllottod t o it for itself Md ita custcmera up to tJ.rJ.T amount for which it nhnll be 

qualified in exoooo of exlotins depositn; when oo notitiod by tho Foderol Reaorvo 

OOnk of ito district , 

Genorol Provisions 

.A.s fiecnl o.gentu of the Unitod Statoo, Federal Reaorvo bnnka are authorized 

and roquoutod to rocoivo subacrlpt lona, to mako allotmonta on tho baaio and up 

to the umounta indicntod by tho Secretary of tho 'l'reaoury to the lodGrnl Roaorve 

bnnka of tho respective diotrio te , to i ssue allntmont notices, to receive payment 

tor noteo nllottod, to mako delivery of notes on full-pnid oubocriptiono allQttod; 

IWd thoy 118¥ issuo intorim rocoipto pondiDG delivery of the definitive notes . 

The Secretary of tho 'l'roaoury mo.y at any tlmo , or fr01n timo to tizno , preacri be 

supplemental or nmendatory rules o.nd r oplationo govGrnin&. t>ho offeriJI80 which 

will be communicated promptly to the rodoral Reuorvo bnnko, 

IIENRY I.IORGZN'l'l!AU, Jll.o; 
Socrotary of tho 'l'reoaury, 
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:FOR ro:LUS20 110l!NI1TG llEIISPAPERS, 
:£!1ooday, July 9 , 1935, 

Washington 

Press Sorvico 
llo. &-28 

Sec•·ctar;r of tho 'l'roaaury llorgenth!lu to41>7 announced t.hat tho 

subscription books tor the current offering of 1-3/8 p3rcent Trouaury 

Notes of Scrien B-1939 cloaod at the cloco of busineea Monday, July 80 

1935. s~bscriptiono placed in the mail bofore 12 o ' clock midnight; 

Uondny0 July 8, will bo considered as having boon ontorod boforo tho 

cloao of tho Gubacriptlon booka, 

Announcement of the wnount of subncriptlono and. tho oosis of 

allotocnt will probably be !!$do on Thursday 0 July llo 
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Congresslll8.ll Spence C8Jie 1n to see me to-d&)' 1n regard to a llr . Weigell who i s lllixed up 1n the Hargrue matter . Weigell i s an emplo7ee or Internal Rtrrenue. 

I telephoned Ire1 and asked hlm t o bring 1n a report and after I have read the r eport I have to telephone Congresslll8.ll Spence. 

************* 
H.M.Jr . called t he President to-da7 and told him that there was a panic abroad on silver. He said it was 9:30 and that the7 have Just this second fixed the price. We took 12 million ounces. He told him that we had 45 a 11J1on ounces ot silver over there and that our people saT t hat it is a complete cleaning up or speculators and nothing el,e. 
H.M • .Jr. told the Pr esident that be would like to drop the price 1/21 tomorrow - bu;r 5 111llion ounces at 67t# and 5 million at 67#. 

Our purchases or silver has drlven ster ling up. In order tor the British St abili zation Fund to keep sterling dolf!l, t heT have to eell sterl ing and bu1 Francs and, at this time, th81 do not want to 'bu)- France because they ere not a good i nvestment. 

44 
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July 9th 

The followillg letter was rece1Ted hom Sir Josiah c. Stamp over tbe July 4th week-end. 

Per sonal 

EUSTON STATIOBf 
LONDON, N. W •• , 

ENGLAND. 

25th June, 1935 . 

Dear Kr. Morgenthau: 

You w11l remember our long and interesting talk on vari ous financial subjects on the 6th Kay, When we dia­
ou3sed the desirability and efficacy or some sort of private and unofficia l touch on certain of the problema. You made 
a reference to your vacation sojourn near the Canadian border. It so happens tha t Sir Frederick Leith-Rosa, in going out to China, as you must certainly already know, i s travelling via 
Canada. He has a cousin near Toronto, J. L. Rosa, Harthill, Erindale, Ont ., and i s stopping with him from the morning 
of Friday, 16th August to the eTening of Saturday, 17th August . 
Does this sunest to you an opportunity of giving effect to the suggestion that passed between us? I know Leith-Ross would welcome in every way the opportunity or a frank talk with you, especially as i t would be understood that nothing should leak 
out to the press . 

In talking with him this morning, he wondered 
Whether a meeting of that kind could be arranged and if so, where. If he knew fairly soon, be could fix up his arrangements accordingly. If I could get a note from you as to what your convenience would be, received here by the middle of July, this 
would suit him all right. 

Leith-Roas could, if necessary, extend his proposed stay 1n Toronto by a day, if there were any object in so doing. 

I promised the President a note of ~ impressions 
of lilY long tour, When I returned 1 but owing to the death of 
my father , and much urgent private duty falling on me in con­sequence, I have been prevented from sending i t . I will, 
however, let him have a note. Perhaps you aight take an oppor­
tunity or telling him this. 

With all good wishes. 

Yours sincerely, 

(Signed) J. c. Staap. 

45 
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On Tuesday, July 9th, the following answer waa 
prepared by us with the aesistance of Mr . Hornbeck ot the 
State Department. Kr . llorgenthau had called Mr. Hull and 
told him ot t he receipt ot Sir Joeiah's letter and asked 
him if he wished to send someone oTer and help us prepare 
this letter in a "diplomatic wa7"• 

July 9, 1935. 

11;y dear Sir Josiah: 

I was glad to haTe your personal note of June 25 
and was interested to learn that Sir Frederick Leith- Ross will be passing through Canada on his way to China. 

I must contess, and I welcome the opportunity which 
you thus give me to say it 1ntormall7, that I would haYe noth­
ing material to add at this time to what I haTe alread:r said 
1n public utter ances. If the thought is that there are things 
which it might be useful tor Sir Frederick to present to 
officials of the Treasury, that , of course, can be readi l7 
arranged in the usual way through diplomatic channels. I have 
felt a.ll along, and I find from the notes I made right after 
our t alk that I expressed this view to you, that, when 807thing oore substantial than exploratory conversations is contemplated, nothing short or a direct exchange of views would serve any 
useful purpose . 

With cordial good wishes, I am 

Sincerely yours, 

(Signed) Henry Morgenthau, Jr. 

Sir Josiah C. Stamp, 
Ellston Statioh, 
London, N. W . I ., 
England. 
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July 9th 

Governor Moody and Mr . Irey came in to see Mr . Vor­
genthau to-day and told him that they could not get Judge 
McMil l an on the Huey Long case as Mrs. McMillan had met with 
an accident and the Judge could not give his time to the case. 

ber l s t . 
Judge Admiral of Dallas could not come until Septem-

Governor Moody informed Mr. Morgenthau that be bad 

.. 

to represent a client on a very important case and, therefore, 
would have to resign from the government . It might t ake several 
days . He said that he could not discuss it any further but 
i nasmuch as he bad agreed to represent his client he bad to 
resign from the government . He said it would be up to the 
Secr etary to decide whether he want ed him back when he was free 
to come back. 
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July 10, 1935 

Mr . Thomas E. Dewey, recently appointed by Governor 
Lehman to be his special prospecutor i n the extraordinary 
grand Jury i nvestigation of organized cr ime in New York 
St a te , was 1n to see Mr. Korgenthau today to ask for 
Treasury coopera tion in his new work. 

Ur . Korgenthau explained t hat since he became Secre­
tary of t he Treasury he has completely reorganized the 
investigating forces and has coordinated the six Treasury 
"police" activities and placed them under Harold Graves. 
Yr. Yorgenthau expressed his keen interest in what Kr . Dewey 
is trying to accomplish and assured him he would t urn the 
Treasury inside out to help him and give him the cooperation 
he wants . 

Mr . Dewey said he was very anxious to f i nd a chief 
investiga tor to assist him and that be knew Ellison c. 
Palmer , i n charge of the Alcohol Tax Unit in New York. 
Mr . Korgenthau told Kr. Dewey that Palmer was doing an 
excellent job, but t hat he never stood in the way of a 
man when he was offered a real opportunity and that he 
would be willing to let Palmer go if it meant an advance­
ment for him and if Palmer wanted to accept . 

Kr . Dewey then told Kr. Uorgenthau very frankly bow 
little he though~ pf the Secret Service and, in particular, 
of t he bad reputation of hlan G. Straight , principal opera­
t or for the New York distric t who, he said, is very much 
hated in the State. He told Mr. Morgenthau of an incident 
where Straight had bea ten a tubercular prisoner almost to 
dea th; that although he bad not actually seen the beating, 
he di d see the man after he was beaten. Be also r eferr ed 
to the discovery and seizure by the Secret Service of a 
large counterfeiting plant in either Connecticut or New 
Jersey. The New York police, he said , had tri ed all night 
t o get in touch with Straight and he was not available. 
They finally reached him in the morning . After that, Straight 
~ote a letter to the head of the Police Department telling 
him how little cooperation he received from the police on 
this job. He spoke of Straight ' s methods as bei ng vile 
and of the man as a "dirty double-crosser." He stated 
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furt her that he would never have Straight in his organiza­
tion. 

Wr. Morgenthau asked Mr . Dewey if he would repeat 
what he had said i n the presence of Chief Moran. He said 
be would and Wr . lilorgenthau called Chief Mor an i nto the 
office and Kr . Dewey repeated the i ncident s . Chief Koran 
took great objection and asked f or positive proof . He 
handl ed himself very well . 

The above incidents, according to Mr. Dewey, occurred 
while he was connected with Mr. George Z. Vedalie. Mr. 
llorgentbau asked Mr . Graves t o see Mr. Vedalie and get 
more information on Straight . 

Mr. Dewey also referred in uncompl~entary language 
t o George V. Hall , press relations man for the Treasury i n 
New York whom, he said, he would not keep i n his employ one 
mi nut e . He told Mr. Morgenthau that Hall had been connect ed 
for a couple of years with t he New York Post; t hat he used 
high-handed methods of getti ng stories; that he broke 
stories when no other r eporter would di vulge the information. 
He cited as one of t he unethical methods Hall employed to 
obtain infor mation that of bribing waitresses in rest aurants 
t o overhear conversations at the table. Mr. Korgenthau 
asked Mr . Graves t o look i nto Hall ' s past record . 

Mr. Korgenthau arranged that Mr. Dewey should see 
Mr . Gr aves the early part of next week. 
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Dict a ted 
July 10 

Sunday atternoon •et at the ottice Ol1p.hant Coolidge 
Bell , Baas, Jacob Viner, Gaston and Mrs. Klotz ~ tor two 
hours went over the statement which had been prepared and 
sent to me at t he tarm by aeroplane . (Statement attached 
herewith). We went over and over the statement until we 
rinally got it the way I liked it . I was very much wor r ied 
as to how t o present it to the President and decided that 
the only way t o do it was to go over there alone so that in 
case I should have a show-down with him I only could really 
talk back at him 1t we were alone . 

He saw me at 9:10 P ,K. and I was simply delighted t o 
find him alone and in a grand hWIIor. He read the statement 
through very rapidly and made two slight changes. I looked 
at b~ and said, is it acceptable to you tor me to g ive 

this sta te .. nt and he said, yes . I said, do you appreciate 
the s1gn1ticance of it and in a rather qu1s1cal tone be 
said, surely, and then I laughed and said, tine. Having 
won my case I will not argue . He said, what do you ••an and 
I sa1d1 I aigbt as well tell you the tru~t I came here pre­
pared to have with you the battle of my lue and I am s ill­
ply breathless to find that there is nothing to argue about . 
We both had a good laugh and I took the statement and chucked 
it in the corner. 

We then sta&ed in to talk about silver. The President 
told me that he had certain 1ntormation which came to him 
from a source which be did not care to reveal even to me. 
That t his source had t wice before given him 1ntormation 
about China

1 
Russia and Japan and that i t bad been correct. 

He threw a lot ot ll)'stery aroum the whole thing. He said, 
the 1ntormat1on comes either fro• a spy in the Russian 
f orei gn office or t hrough so•• Tibbett Lui&. He said that 
the intonation is that England, Germany and Japan han signed 
an ottensive defensive treaty, He said, I would not be a bit 
surprised 1t it was so. He said, 1t it 1st England and 
Japan tleets wo~d have coaplete contr ol or the high seas. 
The English and German ar•ies would doainate Europe. It 
Russia tried to bold her own in the Par East she bas not got 
enough troops or munitions ia4 to tight on both tronts and 
her first interest would have to be in the Far East, leavinc 
France and Italy to take care of themselves. He said, Poland 
is sitting pretty and plays both ends against the middle. He 
said I have a teelin& the last couple of weeks that England 
bas lhaken ott her worries and is acain rather cockey - and 
the only reason I can give tor 1t 1s that she bas s1&ned 
tbia tri-party treaty and 1s no longer worried, The onl7 
part or the treaty that she had to IIAke public was that part 
that bad to do with the Geriii&D lfavy. 
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The President seemed to think that there aight be a 
possibility that these countties also have coabined in an 
effort to break the silver aarket . Personallyl I greatly doubt 
it as I think the selling of the silver comes rrom fright ened 
speculators. 

I then again told him that Troyanovsk:y wanted to see .. 
and he said no - and I dropped the matter . We then discussed 
the State Department and he asked me to look around for some­

body to take Herbert Peis' place. He said, give me the naae so 
tha t I can discover him so the St ate Dept . will not think that 
the suggestion comes from the Treasury. He asked me about 
Jacob Viner and I told h1lll no. I Sllid there 1s nobody that I 
knew who could analyze and tear apart lhe economic problem bet­
ter than Zake Viner but if i t was a question of taking the 
pieces and building a new structure be was not the man tor the 
job. The Presi dent wants to recons!ruct the State De¥t• and 
frankly said 1f he could get the right man he would replace 
Phillips. Personally, I think his ideas on reconstruct1ug the 
St ate Dept. will never take place becau.se the Presi dent has 
demonstrated so often that that is just the kind of thing he 
cannot do - namely 1 tire people or re-build a new or ganization 
out of a poor one. 

The President was v~rtectly satisfied the way we have been 
handling the silver situation and in discussing with him whether 
we should continue our policy of only bringing over three and a 
half Dlll.llion ounces a week as against bringing over f ifteen or 
twenty million ounces, be preferred to continue our present plan 
as he fe l t it we brought over a vast amount of' silver in one 
week, we would tip our hands to the world. I t old hia that I 
preferred to shape our shipaants down t o an average or th.rae or 
four million ounces as the tiJDe would coma again when we could 
not be able to buy any silver and than we could draw on our 
accumulated purchases during the past week. 

Krs. Roosevelt came in about 11:25 with some papers in 
her hand, evidently wishing to talk to the President and that was 
-r cue to go. It has been a long tiM since I had spent such .. 
a thoroughly, pleasant evening with hia or f ound hi 1n such a 
sympathetic a ood . As I left he said, let us do this sort ot 
thing again soon. 

July lOth 

IUu Lonergan brought me a whole group or charts on un­
employment. After thinking it over, the one fact that she showed 
me ~hich was new to ae and which I consider aost important, is 
that while unemployment e igures saea to have levelled ott, the 
amount of money that we are spending on uneaployaent ie con­
stantly increasing. This of course does not jibe with what the 
Presi~ent bas repeatedly said, that as private industry picked 
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up the unemployed, be would reduce the amount ot moner that 
be spent tor unemployed , I had •iss Lonergan re-arrange her 
charts because they were too compli cated and when I l unch•• 
with the President next Konday I want to bring this tact to 
his attention. How t o do it a ost effectively and diplomatical ly 
I do not know - but do i t I must. It is this sort ot thing 
Which I feel it is my duty to bring to the President 's atten­
tion. Before doing so I am going to make sure that first rt 
figures are indisputable and second that no one has already 
brought this most important matter to his a t tention. 

We have t his so-called Central Statistical Board we 
have the National Industrial Recovery Board, we have th!s 
new Allotment Boafd 1 but none ot them seems to me to really 
be planning to take care or the unemployed over the next five 
years . The whole mat t er is handled 1n the most unbelievable 
haphazard, bit or miss manner. It cannot succeed. As I told 
Louis Howe over the telephone , no agency like Harry Hopkins 
which is getting vast su.s of money to spend should be trusted 
with the stati stical work of charting une•ployaent and re­
covery. This work should be done by a non-spending agency 
and one that ~s as tar removed from political and expedient 
motives as i s possi ble to set up in our type of government. 
The unfortunate thing is that the tour billion eight i s bein& 
flitted away with no centralized plan and that this year will 
fly by before we know it and they will be around a1king tor 
another three or tour bUllion. Any such sum would not be 
necessary in my opinion it the present unemployment funds were 
more wisely and carefully and effectively spent, 

Untortunate1y1 with the exception or P'ranch Perkins 
I do not know anybody 1n the governaent today who has the 
forc e ot character and visi on and sufficient i nfluence with 
the Pr esident to carry out the kind or program taat is necessary 
for unemplo111ent planning , However 1 I will potter around and 
see if I cannot stir up the animals suffi ciently to get some 
results. The first thing to do will be to have a chart made 
ot all agencies who have anything to do wi th collecting statis­
t i cs ot unemployaent . This chart should show relation bD these 
agencies to each other , where they overlap, how .ach each 
agency spends and their relati onship to the President - and I 
suppose that Kiss Lonergan 1s tbe person to do it. I will 
take it up with Haas and find out fr om him who the best person 
is to do this, 
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The orlc1Dala or these are 1D the Presidat's !older. 

One set here 1n the diary and a set 1n Bell's ottice. 
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July lOth 

H.M.Jr. called the President and told him that the 
flurry on s ilYer seems to be over . Silver yesterday was 67.8~ 
and to-day it is 69.52 and naturally we didn't get llllT• During 
the !lurry of the last 4 or 5 days we got 42 mi.llion ounces and 
B.M.Jr.'s guess is that the excitement is OYer tor aWhile now. 
The Pres ident seemed very pleased with the amount ot silYer that 
we got. 

The President told H.K.Jr . that he talked to Bob 
Doughton last night and told him to put the taxation through 
in two weeks from now rather than s ix weeks. The President 
said that he had a very good meeting, he kidded them all a 
great deal and the word "must" neYer came up at all. 

************ 
At the 9:30 meeting Kr. Oliphant brought up the 

questi on of adding a halt cent piece and a 2l¢ piece to our 
general coinage. The request came to him in two ways : 

(1) On Monday, July 8th, representatiYe Lawrence 
Lewis of Colorado requested this Department's opinion regard­
ing the legality of the State of Colorado i ssuing tractional 
coins tor use in connection with ita sales tax. 

(2) On Frida;y, July 5th, the Department of Justice 
requested representatiYes or the Treasury Departaent to be 
present and bear a co111plaint issued qainst the State of Illinois 
because of its 10 million tokens it had issued to be used in 
connection with its sales tax. 

************ 
Senator Robinson called and spoke to Mr. Korgenthau 

about getting people jobs in Bell's organization. A record 
was made of this conYersation which i s in the record tile . 

H.Jl.Jr. told Kr. Haas that he wanted a chart made 
showing all organizations in the goYernment that haYe to do 
with statistics on unemployment. He wants to know, tor instance, 
where Harry Hopld.Ia ' organization "hits i t •, Peek's organization, 
Nati onal Resource Board and Central Statistical organization. 
He wants to know thei.r relatiohsbip to each other and their 
r elat i onships to the Pres identJ how much money they haYe to 
spend tor that purpose. 
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Tbe objectiTe he has 1n mind i s that we ought t o 
have some place a Central Plann1 ng Board on unemplo1111ent lh!1 
does not spend anx Winey. There 18 no correlation or these 
statistical organizations that be knows or. 

Tben llr. Jlorgentbau also wants another chart taldng 
any one St ate and show all the activities or the varioua Federal 
Governments in the State that are being paid tor out or Federal 
funds. For instance, Harry Hopkins has a State Adw1nistrator -
What is his organization? Ickes bas a State Administrator -
what i s his function? The National Recovery Board has a State 
organization - what i s thei r tunction? The Treasury bas one, etc. 

Raas and Bell are going to work together on these 
charts. 

• •••• • •••••• 
James Hammond, Publisher of the Co.mercial Appeal, 

of lleapbis, Tanneaaee, was introduced to ae to-day by Senator 
Pat Harrison. 

The reason Mr. H8111110nd did not come to me throuch 
Senator :VcKellar ia b3cauae McKellar 1s part and parcel of 
the State crooke<i ring. He asked me whether we would not 
send our income tax people down t here and clean up the city. 
He also tol d me that the gr~t i s so bad that nerybody has 
thrown up their hands. 

I called up Irey and asked hi.a to ••• Mr. H8111110nd 
and lll&ke a special drive on Memphis. 

Harold GraTes should know about this and I want 
him to watch this driTe and, at the sue tiae, be should put 
on a drive to check up on the liquor 1n Memphis and turn oTer 
all violations to Irey tor cbeclt up. 
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TREASURY DEPARTMENT 

INT&R Otr111C• COMMU N ic:AT10N 

{>ATO July 101 19l55 

To Secretary Morgentbau 

,....,.. Rerun Ollpbant 

About. July s, the State of illinois prepsred to issue 
10, 000, 000 tokens to be used in connection with its sales tax. J. 
complaint was immediately filed with the Departlllent or Justice, and 
on Fri~, July s, a conference was bald at the Department of J us­
t ice attended by representatives of tbat Department and the Treasury 
and also e representative of the Depsrtmeot of Finance of lllinois. 
As a result of the coni'oreoce, the Illlnois representative agreed 
that the tokens , which resembled United States coins, would be i.a­
nedia tely wit hdrawn f'roa circulation and that a die for a new token 
woula be prepared and submitted to the Federal Government for con­
sideration. In the aeanwbUe, the Federal Government was going to 
consider whether or not such tokens were in fact .aney, and there­
fore both under ths Constitution and under the Federal Criainal. Code 
could not be coined or i saued by tbs States. 

On Monday of this week, the State of Colorado announced 
that 1 t would accept bids f or tokens to be used by it in connection 
with its sales tax. The State asked its Congressman, Honorable 
LGwronce Lens , to co.auounicate with this Departaent for the purpose 
of determining whether it would be l egal for t he State of Colorado 
to coin and issue such tokens . Such tokens are in the form of squsrea 
and have a bole in t he lliddl.e of the• and consequenUy hardly reauble 
any United States coin. Nevertheless, such tokens 8113 be deeGIOd to 
be money and, therefore, illegal on that account . 

We have also just learned that the St ate of Washington 
bee for some time been using tokens in connection with its sales tax. 
the State of Washington bas not communica ted with this Department 
relative to the matter, nor have •e obt ained any of the tokens used 

i n t bet State . However, the State of Washington sent a telegrua to 
t oo Department of Justice asking that it be given an opportunity to 
be beard before an,y adverse ruling is aade relative to the use of 
such tokens . 
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Kr. Gerard S•ope and h1a attorney called on 

wr. lolorgenthau at hie ottioe toda3. !he purpoae or 
their Yiait waa to aalt the 'l'reuury ror a ruHns 

wbi oh •ould permit oorporationa to deduct aa an ex­

penee their contribution• to the Communi~ Oheet, 

which •ould reault 1n auch contr1butjona not be1n& 

taxable . 

lolr. Jlorgentbau told the gentleaten he did not. ••• 

ho... he could Juat1!'7 to the pullllc the r1ght or corpor­

ation• to aake contribution• to AD¥ charitable organiza­

tion, 1n •h1oh oategor,y the Coaaun1t;y Cheat 11, and deduct 

theat aa expenaea. 

wr. lolorgentbau rererred lolr. hope and h1a attorne;y 

to lolr. Oliphant who, 1n turn, •111 deei&n&te aomeone 1n 

Internal Rennue to go into the -tter rurther •ith 

Ur. Swope. 
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Jul.)' 11, J.g ~5 

llr. Korgenthau spoke t o Senator Key Pittman today 

for about thrae-quartere of an hour. He eounded out 

Senat or Pittman on the idea of fiXing a definite price 

for silver . Senator Pittman said he realized what it 

would mean to the Chineee, where bua1Deea is done on 

long-term credit; that it 11 t o the advantage of China 

to fiX the price , but he told llr. Worgenthau not to do 

it, becauee he is •sitting prett11 on the Hill and that 

we ought t o continue Just the 'fl83 we are . 'fhe Senator 

also ea id that Senator Bankhead was of t he opinion that 

r a ising the prioe of silver would affect the price of 

cotton and llr. Korgenthau auggeetad that Senator Pittman 

consult with oscar Jo~on, who is one of the beat ex­

perts on cotton, and he would find that the price ot 

silver has nothing whatever t o do with t he price ot cot ton. 
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July 11, 1935 . 

Mr . Morgenthau telephoned Ambassador Straus , in 
Paris, at 1:30 today 1n connection with the Goldberg case . 

Mr . Xorgenthau t old the Ambassador that Mr. Wait, 
the Treasury Attache at Pari1 1 had secured for us photo­
static copies of the recorda ot t he French Government and 
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ot Pillet et Cie, or Havre , France, in connection with the 
smuggling and undervaluation or Lmported articles. At that 
time we agreed not t o use the inrormation publicly for trial . 

The Government 1 a case against Goldberg has now been 
developed to the point where be is in jail for contempt or 
court and i n order to secure a conviction it is necessary 
that the Government use the information publicly which Mr. 
Wa1 t secured. It also il eesential that an officer or em­
ployee of the firm of Pillet et Cie, familiar with the 
system of preparation and keeping of recorda of repacking 
goods while 1n bonded warehouses, be present and testify. 
The case is expected to come to trial in a few weeki. 

Mr. ~orgenthau asked Ambassador Straus if he would 
secure the c~operation of t he French Government and their 
permission to use the information. The Treasury Department, 
or course, will pay the expenses of the representative of 
Pillet et Ci e designated to appear as a witness . Ambassador 
Straus promised to take care of the matter and to cable the 
results of hie interview with the French Government . 

Ambassador Strau1 told Mr. Morgentbau that he wae 
eail1ng for t he States on Thursday and was very anxious up­
on hie arrival to talk to the Preaident about the dates in 
connection with the commercial treaty. Mr. Morgenthau told 
Ambassador Straus that this was not 1n hie ehop. Ambae1ador 
Straus told »r. Morgentbau not to bother; that he would take 
it up with the President personally when he arrived. 
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.Tuly 9 , 1935. 

KEliORANDUll !Q.!! ~ lfORGEN'l'HAU 

!!!QM MR. OLIPBAIIT 

In connection With the Gol dberg case , the United 
States Attor ney 1s anxious to complete the presentation 
ot t he evidence to the Grand Jury and to toroe the case 
to trial at an earl y date. I t 1a pr oposed to secure in­
dictment s charging bribery ot a CUstoms Officer, a con­
spiracy to brib e, smuggling and undervaluation ot i=Port­
ed articles , and a conspiracy t o amuggle and under.alue. 

In connecti on With the smuggling and underval u­
ation chargee , Mr , Wait , the Treaaury Attache in Paria, 
had secured tor us photoatatio oopies ot the recorda ot 
the French Government and also ot Pillet et Cie , t he tor­
warders i n Havre, France. 

These recorda, practically identical show that 
certain bales ot wool l'elt hoods (hat bodies~ shipped 
trom ditter ent points 1n Italy, consigned to Isadore 
Goldberg & Co,, or I . Goldberg & SonaL Inc., at Bew York 
i n care ot Reuben Goldberg a t Paris, l:'"l'anoe, had been re­
packed while 1n t he bonded warehouses in Havre , These 
records show the numbers ot the original bales as t hey 
appear upon the manul'aoturera1 invoices and the new num­
bers ot t he balsa atter repacking, the l atter appearing 
on t he ooean bill ot lading. 

What t ook place was that attar a number ot ship­
ments had arrived in Havre trom Italy, they were repacked 
into a lesser number ot bales and shipped out ot bond t o 
Goldberg i n Bew York. The pko forma i nvoice was then pre­
pared by Goldberg 1n New Yor shOWing the contents ot the 
repacked bales to be less t han the aotual quantity import­
ed. 

Aa you know, at the t ime the records were given to 
us by the Frenoh Government it was w1 th the understanding 
and upon the representation by Ambasaador Straua that the 
informat1on oonta1ned ther ein would be \•sed tor adminis­
tratiYe purpoaes only and could not be ueed 1n the tri.al 
ot an,- case, nor oould the same be made public. 

The information and records obtained trom Pillet 
at Cie were obtained by Treasury At t ached Wait on the ex­
preaa condition t hat we would not di sclose the source ot 
the information. 

In view ot t he restrictions plaosd upon t he use ot 
these doouaent1 and information tor t he purposes ot trial, 
t he same are us el•••• It is our dseire at this time to 
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have the Alllba .. ador urgently request t he French Government 
and Pillet et Cie to supply ua with such data and such tur­
ther assistance as will be necessary to make this i nforma­
tion available aa evidence at the trial , ao that t he eame 
may be legally adRdaaible. 

In order t o accomplish t his, it ia absolutely 
necessary that either the French Government, or, prefer­
ably Pillet et Cie, re1110ve unconditiona.lly the reatriotiona 
placed by t hem upon the uae ot t he information supplied and 
that additional aid be given ue by t he organisation removing 
the restriction aa follows : 

(a) I n the oaae of the French Government 
that an of ficial of the Government hav­
ing supervision of the preparation and 
keeping of the particular recorda show­
ing the repacking or the good!l while in 
bonded warehouses, who is t horoughly 
familiar with the aystam of preparation 
and keeping of t hese recorda and who baa 
first hand knowledge ot all the details 
going into the making thereof, come to 
New York for the trial of the case to 
testify as a witness in behalf of t he 
United States, and that he bring with 
~. i f possible, the original recorda, 
or be able to explain t heir unavail­
ability beoause of t he voluminous or 
complicated character thereof . 

(b) In the case or Pillet et Ol e , an officer 
or an employee of that firm, who acta i n 
a supervisory capacity, knows the syst em 
of preparation and keeping of the recorda 
in question and has first hand knowledge 
of all details goi ng into t he making of 
such recorda, shall come t o New Yor k as a 
witness i n the case. 

It is v«r7 likely that t he French Government might 
prefer to persuade Pillet at Cia to send one of its offioera 
rather than to make avai l able an offiolal of the Government 
for that purpose and this would serve our purpose beat be­
cause the official ot Pi l let at Ole would be able t o testify 
not only as to the repacking but aa t o the actual shipment of 
the repacked balsa t o Goldberg at New Yor k. 

It is reapecttully suggested that in view or the 
close relationship which we understand ex1ata between the 
French Government, the French Line and Pillet et Cia, no dit­
tioulty should be experienced by the Government ot Prance in 
persuading Pillet et Ole to comply with our ~equest . 

Should the request by the Ambassador be acceded to, 
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we ahould appreciate oarlJ adrtoea .s1n111 the ~• ot the 
wttneaaea who will ba a•a1lable, 1n order that th.,. •1 be 
internnM b1 Ill'. WIL1t at the aarl1eat pouible ts.... 
!l'rang-nta will , ~ oourae, haYe to be •de tor their o011-
paaat1on and expenaea in •1r1111 the trip. 

It 1a alae •e17 urgent that th1a •ttor be handled 
aa oxped1t1oual7 aa poaaibla becauae t he UD1ted Statea 
AttOl'lleJ' i a aDZioua to preaent th1a oaae at tho earllut 
pouible da7 and to force it to trial 11b1le certa.1n adYan­
taaea lalown to 70u can at111 be •de uae or. Aa a COD aa the 
United Statoa Attorne7 1a adrtaed that the data and witnea­
aea will be a.Ulabla, tbe cue can ba i-d1atol7 preanted 
to the Grand :sv.r,. and an ind1ctmnt tiled. !'he 1ntor11ation 
obtained trOll Prance can then be au8111bled tor uao on a 
trial, it ~ob a oourae ia neceaa&1'7o 
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:FOR 1141llDIATE BET-EASE, 
Thursday, July 11 , 1935. 

Prou Service 
No. 5 - 32 

Secrotary of the Tr easury Morgenthau today announced the subscrip­

tion figuroe and tho basis of allotment f or tho July 15 cash offering 

or 1-3/8 poreont Troasury Notes or Soriea :&-1939. 

Roporta roeoi vod fr<n tho Fodorol Roaorvo bonlee show that su.bscrip­

tione ag&rop.to over $2, 970, 000, 000. Subacr1pt1one i n amounts up to and 

including $5,000 woro allott ed in full , and thoao in amounts over $5 ,000 

woro allotted 17 porcont, but not loss than $5, 000 on any Qno subscription, 

Jurthor dotai la as t o subscriptions nnd allotmonts will bo announcod 

when final roport s aro rocoivcd fr~ tho Fodoral Roaorvo banks. 

' 
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UlfiTBD S'l'ATES SENATE 
... I\ . 

J\lly 15, 1935. 

Honorable Henrr Morgentbau, Jr., 
Seoretary ot the Treasury, 
Washington, D. c. 
yt dear Mr. Secretary: 

The Senate Committee on Banking and Currency, in 
open hearings on Senate Joint Resolution 155, directed 
that I, as Chairman ·ot the Committee, extend an i nvita­
tion to you to appear before our Committee on the above 
Joint Resolution at 10:30 A. W. Monday, July 15. 

The hearings are being held 1n Room 301, Senate 
Ott1oe Building. 

RR 

Very truly yours , 

/s/ Duncan u. Fletcher 

Duncan u. Pletcher, Cha1~, 
Senate Committee on Banking 
and Currency. 
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Yaahington 

Prose SorYice 
No. 1>-34 

Socrotary of tho Treaaury Yorgontbau is t~ oftoring to tho pooplo of th& 

Uni tod State'!! an nddi tional taaue of 3--7/8 porcont 'l'roaaury :Bonde ot 1955-601 in 

tho amount of $loo,ooo;ooo, or thoroabouta ; and 1a inviting tondera thorofar at 

not loaa than par and accrued intorost. Tho bonda will bo sold to tho highoot 

biddora. Tondors will bo r ocoivod at tho J'odoral Roaorvo :Banks and branohoa.thoro­

of up to 12 o ' clock noon , Eaotorn standard timo, on Wodnoc~, July_l7, 1936, 

'l'ondora will not bo rocoivod at tho Troasury Dlr,lartment , lfaahi:~&ton. 

Tho bonds for ~hich tondora aro now invitod will bo an addition to ar~ will 

form a pnrt of tho sorioa of 3--7/8 porcent Troaaury bonds of 1955-60, iasuod 

pursuant to Dopartmont Circulora No , 531; dated lhrch 4 0 1935, and No. 536 0 datod 

April 22, 1935; they will carry tho . same tax oxomptiona , and othorwiao will bo 

identical in all rospocta thorowith. Tho bonds will rnnturo March 15, 1960; bu~ 

1m¥ bo rcdocmcd at tho option of tho Unitod Statoa on and oftor lbrch 15, 1955. 

lntcroat will be JlllYD.blo aomiannually on lhrch 15 and Soptombor 15, 

Each tender ClllSt stoto tho foco a.mount of botldo bid for , which must bo 

$1;000 or lillY ovon mu1 tiplo thoroof 1 !1lld tho prico offorod, which must bo atotod 

cxcluaivo of accruod int orost o.nd munt bo o:;:proaaod on the bosia of 100; with 

fmc tiona expressed _o.a 32da of 1 porcont in t>ccorda.'lco lrl th tho usual prt>ctico -

for OXMplo, 101-16/32. Tendon o.t loss tl:nn pnr will not bo conaidorod, and 

tondorc not rcccivod o.t o. J'odornl Roaorvo bo.'llc or bro.nch boforo l2 o ' clock noon; 

Eaatorn otc.n.W.rd tim?, 'lodnoaday, J uly 171 1935; rlll bo disrogordod. Tondora 

will bo ncco!)tod without dopooit from incorporo.tod bnnko and trust cocapanioa o.nd 

froo r~aponaiblo o.,d rocQgnizod doo.lora i n invoatmont aocuritiea. 'l'ondora from 
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othort muat bo nccanpo.niod in ovory Cl14e by n dapoeit of 5 porcont . o! tho 011101mt 

of bonds bid for, oxcopt whore tho tondor ia nccomponiod by an oxproas ~t;r 

of pnymont by on incorporntod bonk or t ruat c~. It tho tender ia nccopted; 

1n wbolo or in po.rt 1 tho deposit will bo nppliod townrd ~t for tho l>onda; 

Mel 1! tho tondor ia roJoctod the dopoa1 t v1ll bo roturnod to the bidder. 

'l'ondcro should be mdo on tho printod forma nnd forwnrdod 1n apoc~ 

onvolopoe 1 t'lbich t~ill bo auppliod by tho :rodornl lloaorve bonks . Incorporatod 

btlnka nnd truot companl.oa not locntod in n city whore n li'odernl Roaorvo OOnk or 

brnnch ia locntod1 ~. in thoir discrotion1 submit tondors by telegrnm. 

Immod~~toly nftor tho closing hour for tho rocoipt of tenders on WodnoadaT, 

JUly l?; 1935; cl.l tondora reeoi vod nt tho :redornl Roaorve bonka a.'1d brnnehoa 

up to tho cloeinl; hour will bo opened, nnd pub11c onnouncomont of tho o.ceoptnblo 

pricoa will follou n~ aeon ns poaaiblo, In conaidering tho necoptonoo of tondora ; 

tho hlghoat prices offorod 11ill be nccopted 1:1 fUll dOI'IIl to the omount roqu1rod; 

ond if tho anme prico nppoors in two or mora tondore; and it is nocosaary to 

nccopt only n po.rt of tho amount o!ferod nt auch prico; tenders for IIIICllor 

aoounta ~ be nceordod proforonco nr4 tendore for lnrgor amounts prorntod to the 

extent nocoaetL%7 1n nccordonco with tho roapoctivo OIIIOID1to bid for. Tho 

Socrotnry of tho Tronaury oxpresaly reserves tho right 1 howovor, to roJoct $n¥ 

or nll tondora or parte of tondora ond to nwnrd lots tbnn. the omount ~id tor . nnd 

8.lJII action he ~ taJm 1n ney such rospect oz: roapoeta sl~~l be filial; 

1'111mcnt for ney bonds nllottod on nceoptod tondort muat be mdD or cOD!plotod 

in co.ah or other inloodJAtoly o.-milnblo tunda on or boforo .Tul;r 22; 1935• and 

IDilat include tho fnco nmaunt
1 

ond tho prami,. which tho biddor hc.t ngrood to ~ • 
• tOgo thor 111 th 11ccruod interoat on tho fnco omount free liu'ch 15 to J ul:r 22, 1935• 

Tho toxt of tho officinl cireulnr follcws l 
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Ulll'mD S'l!!Z::S a:? AlCRlCA 

3-7/8 PllRCEliT 'i'REASUiiY BONDS OS' 1955-60 

Do.ted o.nd b~ring interest frCllll lbrch 15, 1935 Duo l.b.rcb 15, 1960 

~ AT TliD OPTIO!; OF TBll UlliTED STATES AT PAR AND ACCRUI:D IIITEREST ON AND 
.u"l!ER w.RCH 150 191:5. 

Interest pcynble lbrcb 15 and Sopteobor 15 

AJlDI'i'!ONAL ISSUE 
1935 

Dopnrtoont Circulo.r No. 546 

Public Dobts'C'rvico 

TREASURY DEPARl'IIEliT , 
Office of the Secrotncy 
'fashington,July 15~1935. 

Tho Secretncy of .tho Troasur;y, pursuant t o tho author1 t;y of the Socond 

Libort;y B~nd Act , approvod Soptombor 24; 19170 aa amon~od; offers to tho pooplo 

of tho United Stntoo $loo;ooo;ooo, or thor~bou.ta ; 3-7/8 porcont 'l'renaucy Bonde 

of 195&-60; and invitoa tendors thorefor nt no; loss tln.'l par nnd accrued 

lntoroot from l!o.rcb 15, 1935, to Jul;y 22; 1935. 

Doacription of Dando 

Tho bonds now o!forod will be on nddltlon to and will form a part of tho 

acrioo of 3-7/8 poroont Troaour;y Bonds of 1955-60 iaauod pursuant to Dopartoont 

Clrcul.'lrs No. 531 0 dated lobrc:h 4 , 1935, o.nd lio. 536, datad April 22, 19350 will 

bo frooly intorche.ngoablo. thorow1 th, aro 1dontlcal In nll rospocta t"borowith; and 

nro described in tho following quotation from Dopartmont Circular No. 531: 

•Tho bondn nill bo datod lbrcb 150 1935 0 nnd will boo.r intoroat 
freD that date at tho :rato of t"<Jo nnd sov~oigbths poroont por 
annum; P<>..'"n.blo eomiAnnuo.ll;y; on Saptcmbor 15; 1935, o.nd thorooftor 
on lbroh 15 and Soptocbo.:r 15 in oaoh ;yoar until t ho princip!U amount 
bococos pcynblo. 'l'hoy vill nnturo l.b.rch 15, 19600 but ~ bo J;Odoomod 
nt tho option of tho tllitcd Stntos on end nftor lbrch 15, 1955, in 
nholo o; in po.rt

0 
nt pa:r and nccruod intoroot 0 on any i nterest day 

or dayo
0 

on 4 montho ' notice of rod~tion given in such manner no 
tho Socrata.cy of tho 'l'ronoucy shall praucribo. In cnsa of partinl 
rodomption tho bonds to bo :rodoomod rtlll bo dotormlnod by such method 
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~ 
a1 J1JD¥ bo proaoribod by tho Socro~ of the 'l'ron.aury. lrom tho dc.to 
of rodo=.ption doaignatcd 1n any such notloo, intorost on the bond.a 
c:>llod for rodo=.ption alnll oonao. 

1 Tho bonda ahall bo oxaDpt , both a1 to principcl nnd intoro•t; 
troc all to.zo.tion n® or ho~tor 1J:Jp01od by tho thitod Stotca; 
any Stc.to, or o.n,y of tho pOsecasiona of tho United Stotos, or 
by any loCAl to.x1ng autbori ty, oxcopt (a) oatoto or 1nhor1 tnnco tc.xo1 .... }j 
c.nd (b) grnd.=tod c.dditional income tc.xoa , ccmuO<lly kno= na surta:ca, 
c.nd cxcono-profitu c.nd nnr-profita tc.xoa , n® or horocftor imposed 
by tho tlnitod Stotoa, upon tho incomo or profits of individutLla , pa.rtnol'­
ehipo, noaocintiona , or corpora tions. Tho interest on nn amount of bonda 
nuthorizod by tho Second Liberty Bond Act , approved Soptombor 24, 19171 _ 

no o.mo:1dod, tho principal of which doou not oxcood ill ~ho o,ggrognto $5 10001 

ownod by any 1nd1vidu:l.l, partnership, nanocinti<m, or 90rp0rnt1on, ehnll bo 
oxompt from tho tc.xos provided for in c1nuao (b) abovo. 

• Tho beads rill bo ncccptoblo t o aoouro depOsits of public moneys , Md 
"ill boor tho circ$t~on privilogo o:Uy t o tho o;; tont provided in tho act 
approved July 22, 19321 na nmondod. They 1'1111 not be ontit1od to o.n,y pri...,.. 
ilego of convoroion. 

1 llooror bonds m th intoront coupons nttnchod, nnd bonds roghtorod_aa 
to principcl c...'ld i nterest , mll bo iaauod in denominations of $50, $100, 
$5001 $1, 0001 $5,ooo; $lo, ooo, nnd $100,000. Provision m.n bo mndo for 
tho intorcho.::lgo of bonds of different donomlnatl~a nnd of coupon nnd rcgi.­
torod bonds ; and for tho trnnsfor of rogiatorod bonds under rulos c...~d regul~ 
tiona proocribod by tho Secretory of tho 'l'ronsury. . 

" Tho bonds \1111 be subject to the go:~oroJ. rogulntions of tho 'l'ronaury 
Dopnrtmont , n~v or hornnftor proeeribod, governing United Stnto~ boo>da . • 

TorluOrs nnd Allotrnontu 
Tendon 11111 bo rocoivod nt thO FodOriil Roaorvo BnnJca nnd brnnchoe thoroo:t 

up t!:. 12 o ' clock noon, Eastorn Stc...~rd timo, 11od:locdAy, Jul;y 17, 1935, and 

u.~oes rocoi vod by tlnt time will bo disroprdod. 'l'ondors rill not be rocoivod 

at tho 'l'ronaury Dopartoont , 'lashillgton. !ach tondor must stoto tho faco liDOWlt 

of bonds bid tor, nhich must bo $1, 000 or any ovo."l lmlltiplo thoroo:t , nnd tho 

prico offorod. Tho price offered must bo atatod oxclusi~e of occruod intoroat 

frOC! lbreh 15; 1935, to July 22; 1935; Md muot bo oxproascd on tho bnsie of 100; 

with frne~ions OAProseod 118 32do of 1 porcont , in accordo.nco uith uaunl .prno­

tico, o. g. , lOL-16/32. Tondors nt loso thnn pnr nill not bo considered. 

Tondors nil1 bu ~~colvod Tlithout dopo&it from incorpOrntod bnnka nnd trua~ 

CCI:lpQnio• nnd fra:a 1. Jt.p"':.aiblo nnd rococnhod dOQlara in invcs~t aocuritioa. 

iJ S1milnr1y, the c::omptiCXl docs not apply to tho gift tal:; - Trenaury Deoiaion 

4550. 
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! andere f rom others =ust bo acclll:lprulied ill evocy coae by a deposit of 5 percent 

at tho fMc amount of bonda bid for , e::oopt whore tho tender is accompMiod. b;y 

an oxpross guo.rant:r of po.ymont by an incorporated bank or trust company. If tho 

tondor ia accepted, ill whole or ill part , tho dopoait nill bo applied toward 

pt111'l0nt t or tho bonds , tho bol4:nco to bo pa.id as beroi=tter prortdod. U tho 

tondor 1a roJectod , tho dopoei t nill bo roturnod to tho bidder. 

Tenders must bo onclosod ill onvolopos , securoly scaled, addreosod to tho 

rodoral Reaervo bank, or branch, of tho district , and plainl;r mnrkod "Tender for 

?,.7/8 porcent Treasury Benda of 195&-60" . Tho J'oderal Roaorvo banks will ouppl;y 

printed forma and special onvolopoa for submitting t ondoro. Incorporated bo.nka 

and trwJt compnnioa not located 1n n city whore n :Pcdoral Rosorvo bank or brnnch 

1a located IIIII¥; 1l:: their dlaerot1on, su'bmi t tondora by tol0Q810. but ouch 

tologrnmn must bo.rocoivod nt tho Fodornl Rosorvo bank or brnnob boforo tho timo 

fixed for closing. 

ll:modlntol;y nttor tho closing hour for tho rocoipt of tondora on Jul;y 17, 

1935; nll tenders r ecoivod in nrlting or by tclogrnpb at tho l"odornl Ac.oorvo 

bnnlco or branches thoreot up to tho closin8 hour (12 o ' clock noon; ltnstorn ato.nQ.. 

Ard tlmo) nill bo oponod.. Tho Secretary of tho Troosucy rlll doterm.lno tho 

accop~blo pricoo offered nnd will ~o public announeomont thoroof, as soon ns 

possible nttor tho opening of tondors. Tboso submitting tondors wi ll bo advised 

by tho l'odoral Rosorvo bru\lca of tho ncccptanco or roJoction tboroof • ond pe.;vmcnt 

on accoptod tenders cuot bo mdo as horoillnftor prOVided. In oDnaidoring tho 

acecptaneo of tondora , tho bigboat prieoaoffor od will bo nceoptod in tull down 

to tho noount required; and if tho aamo prtco appoars in two or more t rnJoro 

Ql)d it io nocoa~~QXY to accept onl:y n pnrt of tho amount offorod at euch price~ 

tondoro tor unnJ.lor omounte rMX¥ be accorded protoronco o.nd tendon for larger 

lll:!?IIDta prom ted. to tho oxtont nocoa&lll"'J in accordance w1 th tho roapeetho 

81:10u!lta bid tor. !!he Soerotc.r;y ot tho Trooaur;y oxproul;y roaorroa tho richt ; 
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h~ovor , to roJ oct ~v or ell tondors or pnrta of tc.~ers , end to aoard l ooa 

~ tho amount bid !or, Md Qil7 action he llXl¥ to.ko 1r; Wl7 nuch reapoct or 

roopocto shall be final. 

Paycont 

Pt'.ymont for nny bonda allott ed on accepted tenders ""'-'-t be md.o or c()D.o 

plotod on or boforo J uly 22; 1935, 1n cash or other illl:lodintaly nvailablo tundo; 

a.n:i auat include tho fnco lll:lount, nnd tho prool= "hich tho bidder Ina ncrood to 

pny, together vith neeruod interest on tho f cco amount frac Warch 15, 1935
1 

to 
y 

J ul;r 22, 1935. In ovory cnoo rthoro po.ymont in not co canpl otod, tho 5 percent 

dopooit vti th applicntion ohnll , upon doclaration r.ndo by tho Secretary of the 

Tro~sur;r in his di&crot~on , be forfeited to the Ubitod States. 

General Proviaiono 

l'odorol Reserve bonks , no fiscal l'.gon to of the tJni t ed S ta tcs0 aro authorised 

ond roquootod to receive tenders , t o make allotments ns indi cated by tho 

Soorotnry of tho TrcnoU1·y to tho Fcdcrr~ ~eoorvo bnnko of tho r espect i ve dic­

tricto, to iauuo allotoont notices; to receive pnycont f or bondo allotted, to 

r.nlto delivery of bonds on fllll- pnid nllotacnto, and to porfonn S\ICh other acto 

no cr~ be nccc~~Y to carry out tho provisions of this circlllnr. Pending 

dolivor;r. of tho definitive bondo , Fcdo~l Rooorvo bnnko cny insuo intoric 

receipt a. 

Tho Socrot!".ry of tho Tr ooatu·y 'lXl;f n t any tim , or frOI:l time tn timo, pr o­

scribe auppl=tol or nz;10ndntory ruJ.oo n..>td rcgulD.tions gevornL-,g tho receipt of 

tondora nnd the solo of bonds under tl;lis circlllnr1 which 17111 be coa:aL'tict'.tod 

pr~tly to tho Fodornl Reserve ~~s. 

!IEIIRY J..'ORGEIIT&U, J r e, 
Socrotnry of t ho Tronaur,r. 

Y Accrued intor~at froc lbrch 15; 1935, t o J uly 22, 1935, on $1, 000 fo.co CT.lcnmt 

1a $10. 078125. 
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FOR IIO.a:DU~ R'EI.ZA SE, 

'l'hura~, July 181 1935. 

Washington 

Preas Serrlce 
No. &-38 

Secreto.ry of the Treasury lolorgentbau t~ announced the reaul t of 

the of~ering by the Treasury on lolonday of $loo;ooo;ooo, or thereabouts , 

of ~7/8 percent Treasury Bonds of 1955-60, tenders for which were 

roceived a t the Fodera! Reservo banks up to 12 o ' clock noon, on WednesdaY, 

Jul7 17. 

'l'ondors for $5lo; 958 0000 face amuunt of bond,a wore recoi vod, of 

which $101, 967 1000 was acceptod at prices& r~ing froc 101- 27/32 down 

to 101- 19/32, and accruod intGroat from lolarch 15, 1935, to July 22, 

1935. Tho o.voragG prico of tho bonds to bo 1aauod is slightly a'bovcs 

101- 19/32, and a total pramium of $1;6311894. 39 will bo received. 

Eaaod on tho avorago price at which. tho bonds are to ba isauod on 

July 22, 1935, tho yield i s about .2,77 porcont to tho oarlicst call 

data , Wt\rch 15, 1955, and about 2. 78 porcont to l!lQ~ity, !larch 15, 1960. 

ooOoo 
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!i'CIR I lllltDL\TJ; RELBASll, 
ThursdAy, July 18, 1935. 

Washington 

Preas Service 
No. ~9 

Secre~ of the Traneury Uorgenthau t~ announced the finn1 

aubacription and nl1otmont figuraJ with rcapoct t9 the July 15 otferinc 

of 1- 3/8 percent Troo8U1'7 Notes of Serioa :&-1939. 

Subacr1ptione and nllotmonta nare divided among the eevorn1 Fodornl 

Rooorvo distr i cts nnd tho Tronaury as foll~Tsl 

Fodoro.1 Reserve 
D.lptr ict 

Boston 
Nc" York 
Phi lo.dol ph1n 
Cl eveland 
Richmond 
.lt'l.nnta 
Chicago 
St. Louie 
Uinnonpolis 
Jto.nana City 
llc1llna 
So.n l'rnnciaco 
'l'renaury 

Tot al Subscr i ptions 
Received 

$ 230;368~800 
1, 603, 005, 500 

142, 897,100 
154,429, 700 

68, 912, 500 
81. 439, 800 

303, 853, 200 
72,061 , 500 
30, 866, 200 
54, 103, 300 
50, 641, 600 

177, 065, 500 
___ ::;5:?o;:15,000 

ooOoo 

Total Subacriptiona 
Allotted 

$ 40. 294, 300 
275, 00'7 ,400 
24, 925, 700 
27, 666 ,000 
12, 642, 500 
14, 710, 300 
57, 032,100 
14, 225, 800 

6. 335, 000 
10, 840. 200 
11, 587, 200 
30, 876, 500 

90.000 

$526, 233, 000 
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JUly 15, 1935. 

My dear Mr. Chairman: 

I have your letter of July 13, in which you extend on 
behal f of the Senate Committee on Banking and Currenoy an invi­
tation to present tho views of the Treasury Department with 
respect to Senate Joint Resolution No. 155 . I understand that 
tho At torney General has presented t o you the reasons of general 
policy for the proposed legislation and that you desire from me 
an expression of =r opinion concerning tho probable effect of 
the Resolution upon the Government securities market . 

I cannot see that t here will be any noticeable effect 
on the Government ' s credit or prices of securities by reason of 
the passage of this Resolution, either because of tho fact that 
suits on bonds would be barred, or by reason of the offer to pay 
at par for a abort period of time the gold clause bonds. Since 
the President forwarded to the Congress his message on this sub­
ject there has been no weakness 1n the Government bond market, 
on the contrary, there has been an advance. The gold clause 
bonds , by reason of the fact that they bear rates of interest 
above those now required, are selli ng consi derably above par, 
~~d, hence, will not be offered by their holders at par . 

There is no implication in the Resolution of a Con­
gressi onal or Treasury intent not to pay principal and 1nteroat 
in fUll on Government obligations . Indeed, t he Resolution ex­
pressly reaffirms the determination of the Congress and the 
Treasury to assure that the United States will conti nue to pay 
to the hol ders of all its securities principal and interest 
dollar for dollar on an equal and uniform basis. 

Under the circumstances, I can see no possible ob­
jection fr= the point of view of Treasury finance or Government 
credit, to ths passage of this Resolution. 

Respectfully yours , 

(Signed) Henry Morgentbau, Jr. 

Secretary of the Treasury. 

Honorable Duncan u. Fletcher, 
Chairman, Colllllittee on Banking and Currency, 
United States Senate. 
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COPX. 

J'ul}l 15, 1~. 

ll;y dear Kr. Cb&irmn 1 

I be.ve your letter o£ July l S, in whi.ch you exteod 

on behall of the S-te Co .. ittee on a,nlrlng and Currenc7 

an invitatio.n Lo present the views of tho Treasury Dspa.rtaent 

with respect to Senate Joint Resolution lfo . 155. I understand 

that the Attorney General bas presented to you the reaaono 

of general policy for the proposed legislation and that you 

desire froa 1M an expression o£ rq opinio.n concerning the 

probable effect of the Resolution upon the Oovernaoent 

securiti es market . 

I cannot see that t here will be any noticeable effect 

on t he Oovernaent • a credit or prices o£ aecuri t .ies b7 rea eon 

of the passage ot tbiBReaolution, either because of the 

fact tbat suite on bonda would be barred, or by reasoo 

of the offer to pe.y at pa.r for a short period or ti&e the 

gold clause bonds. Since the President fonarded to 

the Congress his meuaage on this subject there has been 

no weakness in tbe Oovernaent bond roarket, on the contrar,., 

there baa been an advance . 'lbe gold clause bonds, by n~eaoo 

of the fact that they bear rate:; or interest above tboae now 

r equired, are selling considerably above par, and , hence, will 

68 
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- 2-

not be offered by their holde.r s at !)llr. 

Tb41re i a no implication in the Resolution of a 

Congressi onal or Treasury intent not t o !lilY princi!)lll e.nc1 interest 

in full on Government obll&atlons . lDdecd, the Resoluti on 

expressly r eaffirms tbe detercinstion of the Congress and the 

Treasury to aaeurc thnt the United States will continue to 

pey to the holder s of all its securities principal and interes t 

dolli r for dollar on f.ll equal &lid lm.lfora baBia . 

Under tbe circuastances , I can see no possible obJection 

troa tbe point of view of Treasury finance or Government credit, 

to tbe !)llSD&ge of this Resol uti on. 

Honorable Duncan u. Fletcher, 

Respectfully yours , 

(Si gned) H. Morgentbnu, Jr., 

Se' r e tary of the Treasury. 

Cbnirman, Co&lll.l.ttee on Banking and Currency, 
United States Sonata. 
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• 
JUl.T 15, 19:55. 
XondaT• 

H. M.Jr: Congressman Sabath, the President sent me over TOur tele­
gram about Mr . GriD!. 

Cong. 
Sabath: Yea. 

I 

H. M. Jrt And l!appreoiate it ve~ .ucb it I coUld aee TOU and have 
a talk With TOU. Are 70U still at the hotel! 

S: llo, no, I 1 a 1n -.:r ottice. 

B.». Jr: How coUld we get together ao I could aee TOUt 

s: Well, I m&T drop 1n then t o aee you. 

H.M. Jr t Well, coUld you give me an indication of when you'd come 
ao I'd be read.,., 

S: Well, when will TOU - when can you see me 

H. M. Jr: I can aee TOU r ight now. 

S: Well, I'll be there 1n about -

H.M. Jr: Hellot 

S: I'll be there in about twenty minutes. 

B.U. Jr: In twenty minutes . 

S: Yea. 

H. III . Jr: Thank 70u ve~ much. 
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July 15th 

Congress11111n Sabath called on me and was very IIUCh pleased and surprised that I had not yet appointed Peter Gri.llllll. He says that their Co.-ittee was under the ill­pression that Grimm had been appointed. 

I told h1lll that I was a.n:.d.ous to have Mr. Ort.l 
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and I needed his help; that the New York Democr atic organiza­tion plus the two Senators were satisfied to have him appointed and, a!ter considerable sparring and talk about how he did not want investigation on the mortgage situation to be directed only against S. W. Straus and Company and Greeneba11111 Sons In­vestment Company, Chicago, and about how proud and happy he was to have me here and how the prejudice against me as a Jew had died down on the Hill and some more mutual !elicitation on the Jewish question and after he said •gesundheit• a couple of times I asked hill whether he and his Committee did not want to have dinner with me tonight. He said no. I then asked him alone and he theught that over and said that he and his wi!e bad another engagement and then it ended by saying that he would come at 8 o'clock. He said he thought be could get the thing cleaned up in two days and at the outside - a week. 
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July 16th 

I told the President to-day that each time he 
adj ourned Congress it was during a rising market . I told 
him that the Business Activity Chart shows a decline and 
that it ought to be watched very closel y f or the next two 
weeks ; t hat i t i t conti nues t o go down during the next 
t wo weeks we Wi.ll not have recovery this t all . 

The President !eels that he wants to rush thi s 
thing through now and not wait until next fall b ecause i t 
he did it would give all the lobbyists a chance to work 
on i t . 

I also told the President that i f we have r e­
covery t his tall his election is reassured. However, I 
said, I do not say that it you do not have recovery you 
will not be re-elected. 

Wr . Haas prepared a chart showing the various 
agenci es collecting unemployment stati stics . 

I am also enclosing herewith a report pr epared by 
Miss Lonigan on unemployment together with charts which are 
sel f - explanatory. 
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CIWlft 

•Wilber of Caeea and Obliptione IDCurre4- J'ederal :Doercnc7 
.Rellet Prograa 

OoYaraa.ct ~Dditurea tor all ieliet ead Made Work - ~ AceDOiaa 

fraD4 in ~8D41iurea tor icliat aa4 tor Made Work 

!oial 0oYel'DM1li bpndHurae tor ieliet aa4 Made Work 
Co~~pUe4 with !otal 1\JUer ot UlluplOTe4 
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I!ELIU DJ) RmPU>nlln 
~r t lw J'hcal Year ID4iDC June, 193? 

The outlook tor the fhcal year elld1DC June, 193?, 1& tor 

marked r ecovery in buaineee 
moderate decline in uneaplo,me»t 
eli&ht decline in relief, 1t ~ 
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! here h no hope that recovery rill take up the elack ot W1811!Pl07Mnt. 

Busineea will increaae ita labor t erce tirat b7 tall time work tor the 

underemplo7ed on ite ~olla, eeccnd by recruiting workers trom the ?,000,000 

not on relief, and l a at b7 taking workera from relief rolls. 

Labor aavinc rill increase at a moununc rate. 

Out look tor Relief 

llellet coah rill not neceaaaril;r decline next 7ear. !he7 'I118J' incr ease. 

The preaent relief prouam ('IP.l) tendl to treeoe 3, 500,000 worker• on 

Government rolla. It adda t o the incent ives drawing men onto relief, 

The only hope ot reducing relief coet a lie• in complete separation ot the 

relief progr&l:l into i te two wholl7 diatinct phuea: 

l. Productive work em r etpiniM tor the ~sicall;r and mentally tit. 

2. llellet t or the re•lllder , wHh empba.ah on an earl)' and to reliet. 

llellet expen4Hurea rill probabl:f show no aubatantial decline until a 

:tear attar thia separation 1a completed. 

W!DABemen\ end Betrainint tor .lble Worker • 

Admlni atratively thia aeparation requl rea creation of a whollT new aceac7, 

to select tlw ettlcient worker• now on rellet, orpnise thell uadaallT into 

worlclng t-. and train t~, on productive work, for pr011pt return t o private 

induat£T. 

Private ia4uatr7 will eoon retuae to taka worker• who have been on ' made-
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- 2 -

The nn acac7 would be un4er atri.:-\17 ~~&~~aCt•n~euctneerl~~tt tn>e of 

contr ol, with reeponalbllitT tor high outpUt but no reaponaibilit7 tor aocial 

work tor the dependent. 

!he workera in the retra.inin& unit would be conlidere4 alRT• a part of 

the unemplo7ed, inclu41nc the 7,000,000 net on relief, and the 10, 000, 000 

undere.plo7e4. Policiea would be deterained in relation to une.plo~t. 

not 1n relation to the needa of thoae dependent on relief, 

The coat of produotiYe work tor the efficient worker• might at tlrat 

be hi,;h. The retwn mat be hiP, 

'!'he coat ot aoclal work tor the depadent aat be low. lt 0 -.d ... work" 

h proYided, tor .arale, lt ahould be on low-coat proJecta (present JIIU. 

anrace about $400), like 1-.d ... work" tor the blind or the tUbercular. 
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July 16th 

B. M.Jr . saw Charlie West at the White Bouse this 
morning and he told him that Congressman Doughton was very 
much upset at the way the Liquor Bi ll came out at the Bouse . 

80 

B. M. Jr . had l4r. Grimm for supper last night and, 
after supper , Congr essman Sabath came in to discuss further 
Mr . Grimm' s appointment to the Treasury. Sabath seemed satis­
!ied after q•1esti ong Kr . Grimm, and said be was going to have 
an Executive lleeting at 4 o ' clock to-day and would see the 
whole thing through himself. B. !I.Jr . asked Sabath whether 
it would not be a good idea for him to talk to Congressman 
Kennedy but Sabat h advised him not to do so. 

B. M. Jr. called in Mr. Gibbons thi s morning and 
told him the story and asked him to use his own judgment 
as to bow to do it but to have somebody tell Congressman ll:en­
nedy that Grimm is all right and to "lllind his own business• . 
R.K. Jr . told Gibbons that he did not want to leave it en­
tir ely in the hands of Congressman Sabath . 

B. M. Jr. met with James Farl ey and the President 
this morning and it was decided that the following two be 
appoi nted Members or the Board of Tax Appeals: 

Congressman w. W. Arnold of Illinois 

Roger J . Traynor of California 

At the meeting this morning they wanted one politi­
cal appointment . The States that needed it most was Missouri, 
I llinois and Michigan. They did not want to take care of 
Kansas . 

B. M. Jr . felt that i f he had made an issue he might 
have been able t o have Ye~lott appointed but Farley said, 
•be a good sport - I want one political appointment and you' ve 
got your Brain Truster. • So Arnold and Traynor were appointed . 

Congressman Sabath asked J.lr . !lorgenthau t o give 
Ur . Bernard Richards, who is now with Federal Housing, a pro­
motion. B. M. Jr . told him that he would try and take care of 
him. 
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J\lly 16 , 19.S5 • 

•• t 4:00 P .K. a gr oup met in the office of .!ongressa:an Sabatb 

of I ll1noia t o discuss the appointment or Peter Crimm to the pos t 

or Assistant to the Secretary or the Treasury. 

Those present we re : 

Congressman Saba t b ,of Illinois, 

Congressman ~ler,of Arkansas , 

Congressman O~alley, or Wisconsin , 

Congressman Dirksen ,ot I llinois , 

Secretary Morgenthau, 

Peter Crimlll, 

c.a. tJphem. 
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The Congressmen , members or a select COmQittee t o investiga te 

real es tate bond holders protective organizat ions had protested in 

a t elegram to t he President against t he pr opriety of appoint ing 

Mr. Crimm at t he time when their committee i s investigating real 

est a te ao t1v1 Ues i n New York City, and some transactions in which 

thev believedl.!r . Crimm had taken part . 

Uembers or t he committee were slow in gathering and t here was 

some prel~nary discussi on of other matter s , including liquor tax 

laws . 

Both Mr. O'Valley and Mr . Dirksen bnve a number of breweries 

and distilleries i n their districts and they and Mr . Fuller have 

cooperage i nterests in their districts . A part or t he oonverset ton 

was between the Congressmen , and apparently for t he benefit or 

l i stening Trea~ry ears. This seemed to be particularly true o r 

a complaint registered by Mr . O'Malley with his br ot her Congressmen 

that President Roosevelt had recently a ppointed a LaFollette Progressive 
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AI State ChairmaD Of the forks Progrees ~nistration in lieoonsin. 

Mr . O'Malley expressed the view that it was not mucb use t o try 

~o bu ild up a Democr a tic or ganizat ion in , 1aoonsin i t Federal jobs 

were given Progressives . Ke report ed that the State Central Democratic 

commi ttee was inclined t o ~ke no move in t he direction or securing 

s peaking racilitiea in Milwaukee tor the President on his summer 
tour . 

The member s or the committee seemed t o have two specifi c objections 

to the appoint ment or Mr . Cr1mm, both or whi ch , according t o Mr . Grimm, 

were misconcep·t ions . In the first place, the comm1 ttee is or the 

opinion that they have uncovered objectionable t ransactions by 

tbe so-called Roosevelt committ ee in New York tor deal i ng with defaulted 

reel estate mortgage bonds . In the second place , t hey were under t he 

~pression that Mr . Grimm had benefited through certain reee tor bB 

part in some or t he r eorganizat ions . 

Mr . Cr 1mm assured t hem that t here were two Roosevelt committees 

and that they were contusing t he two committ ees. The fir st eo-called 

Roosevelt Comm1tt ee, beaded by Geor ge E. Roosevelt baa done some 

things , 1n Mr. Grimm' s opinion , to wbicb t he committee might well 

ob ject. He bas had nothing whatever to do with t hat committee. The 

second Roosevelt Committee, also beaded by Geor ge E. Rooeevelt, and 

or wh ich Mr. Crimm i e a member, is made up or outstanding rea l e s tate 

dealers and others i n tbe Cit y or New York, and in Wr. Crimm' s fir. 

opinion bas rendered a public servi ce which bes been an 1noolculable 

benefit to tbe investor s in defaulted r eal es tate mortgage bonds . 

There was no other way to protect t he inves t ors and secur e reor ganiza­

The buainese or organizing bond holders protective oommi tteee 
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bad become somet hing of a r acket aDd it was t o break up tha t r aokat 
t bat the aeoo~d Rooae~elt Committ .. was formed . The committee was 
rormad a t the suggest ion of President Hoover and Eugeae Meyer, tbe 
latter or which bad urged Mr. Grimm t o be Chairman or t he committee. 
vr . Grima, boweYer, recommended tbat the nama or Rooae•elt 1a so 
wall known in New York that tberewgre benefits to be secured f rom 
having Geor ge E. Rooae~elt aa Chairman. 

lll of tllll!l plana drawn up by the second Roose•elt Committ .. 
wer e eminently f air t o the bond holders, Mr. Grimm stated . He said 
tbat these important Uew Yorker s who were on the committ ee bad 
spent many year s in pondering the problema placed before tbaa 
and that no one or them had as yet received any f ee whatsoever. 
Some billa have been s ubmi tted for compensation on an extremely 
reasonable basts tor muc~ less than the services would ordina~y 
be worth, but so .far no payments have been r ecai ved and i t ia very 
unlikely that much a•er Wi ll be received on aooount. 

There was considerable frank ~tacussion or bow the committee 
felt, stated fi rst by Mr . PUller and elaborated some what by Mr. 
O'Malley, with further comments by ur . Dir ksen a nd Chairman Sabatb. 

They bad been or the opinion that Mr . Gr imm was a member or 
the committee that they were after and they were very outspoken in 
thei r opinion that it was hardly proper tor him t o be a ppointed to 
a high post in the AQm1n1strat1on while he and his associates were 

under investigation. 

Mr. Mor gentbau explained that be had been l ooking around for 
someone who was qualified t o taka OYer the contaot work wi th 

agenotea that lend on real es tate .ortgagaa which bad b .. n 
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handled pr eviously by Tom K. Smith end Marriner s. Eccles. Be said 
t ha t Mr. Crimm had been r ecommended to him by hie Fat her, Mr. Korgecthau, 
Sr. and t ha t hie investigation seemed t o show t hat Ur. Crt~ was a 
man or ability and integrity. 

Mr . Morgenthau said t hat it anyone wa s at rault it was himself 
ror no t having known or the invest igat ion being conducted by the 

co~ittee . He explai ned that there had been no contact 

or the Treasury with real estate mortgage bonds in defaul t and that 
it had just escaped his attention that there was a ny such inves tigation 
under way . Be made it clear that he had no i ntention or r ebutting the 

committee and that as a matter or ract he understood that their work 
had been extremely valuable . 

Art er nearl y two hours or discussion t he member s or the committee 
seamed satisfi ed with Wr. Crimm' s explanat ion end Congressman Sabatb 
iaoued t o the press the release which tollcws: 

The Select Committee t o Inves tigat e Real Estate Bondholders • 
Reor ganizat i ons , which expressed t o tho Pr esident doubt about the propriety or t he appointment or Mr. Peter Crimm, or New 
''or k , to a post t ion as Assist ant to the Secretary or the Treasury at a t ime when the Select Committ ee was investigating real 
est a t e reorganizations 1n New York City, has held an exhaustive 
dlscussion with Secretary Morgenthau and Mr . Grimm and has 
concluded that t here has been nothing improper 1n hie activities or anything t o confli c t with t he public s ervice which he is 
expected to render. 

The Sel ect Committee reels also t hat while Mr. Grimm i~ 
identified with t he Government, his services will be available to the Committee in its further investiga t ion or bondholders 
protective organiz at ions . 
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does not 

July 16th 

Kiss Roche came in to see Mr . llorgenthau and told she does not want Bill Wright . She reels that she need him. 

Mr . Morgenthau told her that he will take Wright as he bas other important work to give a capable man such as Bill Wright is. However, he told Miss Roche that if Bill Wright leaves he wil l hold her personally responsible for the Youth Movement and he told her very definitely that he cannot have an Assistant Secretary or the Treasury that i s a failure and it the Youth Movement i s not run properly he will hold her personall y responsible. 

85" 

llr . LeRoy Barton visited the new building tor Federal Courts in New York City for the purpose of determining the status of the construction and the practicability of com­pletion by October lat. His report i s attached herewith. After discussion this morning between llr . Barton, Admiral Peoples and the Secretary, Mr. Worgenthau decided t o let the painting and plastering go until next summer and in that way make i t possible tor occupancy by November lst . 
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.. MPL.,... QUCift tN:AIOII: ... PW .ct.-.-. ... tiCit..,.. .. 

HOllo lleDrJ Morpnthau, Tr., 
S.ordUT ot tM 'r.NU'IIl'7, 
luhlllgton, D. c. 

lin' Yall:: •• T. : COU8T HCII:S . 

TREASURY DEPARTM ENT £6 
WASHINGTON 

Collplying With Yerbal lnatruouou or the Direotor or ProoUN•nt, I vialted the 11 .. buUdillg tor tbe hderal Courb 1n New York City 011 1\11.)' lUll end lltb. tor tM parpoee ot 4ete-aiJic ill• eieiua or tbe aoutNctloa a4 tile praot1ce.bU1ty or -pl.aUoa by October let. 

The Dietrlct llng1Dew cd tbe Qoutructlon BllgiDeer aeoa.puiel • hrln& the inepeoUon ot tbe lnalldln& aJiill _. pnMnt &t &11 eubMqutnt CRiereno ... lD a441Uon to the .,...e..-t repro-hUvea, tu tolloeiD& wore pro-t at oontoronou on boils day~~: lllle~~re. 01lbllri (AreUieet or t he "W.Uding) , Pltabo4y (repreeentillg ib.o pnaral oontre.ctor) , 1uoen (contraotcr•e eupor1Dton4ont) , •4 a nUIIber of uai etenta to tlleM gctl-. .&. Yiait wu •4e I& tbe cCiliractor• a otrioe llllero tu eiaiua ot tile .,ric wu 41eCIIle .. 4 wUb. Mr. lath, V1oe~Proa14ent aD4 Mr. lileon, ell&laaar or the SWart eo.pall1• 

.&. tloca' b7 tloor inepeoUon wu •4e of tile thiri7~U ator iea &D4 tiM •t861 or c~Uon of oacb. trtll.e wu aotet. litb. tbe e;uepUOil of U.. plutar~ 1Dg and tbe arble M"in&, u4 the work or the tn4u which -.at ~llow t hNe, t he progrou ... MU ataOtor7• IDatruoiione wore ginn to expedUe the work ot the two tradoa whi cb. are 4el¢ng propooa. rn gener&l tile paroc t86f ot cea~ pletion oOilt~nWa a1oael7 with the Conatructton J:naiz:oeer'• report t or the IIOJiils eu41D& 1- IIOill (uh1b1t •.&.• hC'oWiib.) which 1D41•to• actual oa.ploiion of 90l' nih a w 1 ot tfl'. 

The enericr of tM building u atruotllNU7 OCIIPletod but tiDal cl-111& down 1o 11814 up p•dJ..nc t.b.e r.oval of tu hoiot u4 tu Nbbiela ob.Dto etill ro~ quirel for lnhrior open.Uone. '!be a14...U. &D4 ap)ll'cacb. work b.u aot Mea •-noel. Tho -t aarioua 4alq ill t ile Oa.~Pleiion ot tu e:nerlor ia tM atooe oe.rv1ng 'beiJic t!Dfttel udar e.n 1Dlap•bnt -tract which, &ttor OCile14arab.le 4el&T ill atartia&, 11aa ~ at a at&ll4at1ll ainca the firat ot 111&7 dM ta a Otrilte of tiM a to• oa'nll'ao I • tatora4 tlld tb.ia labor ai tuatlon will be ••ttle4 wt\hill a welt b7 1be DapC'a.IR of tabor aero tu •ttor wu adulittel tar lllljll41eat1•• '!be c CII(IleUOD of th ia oevtag will \eke hoa tiw to au -tho 4~riag whiolll. u. a l.arp -• ot 1111aipUy aoan.a1ag .at I tn 1a Plaee u4 tben will be oouiMrUlo _,_oo 4ne to aoioe •• 4ehr1a. 
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.. ., York, • · T. , Co~ !loll•• 
J"aly 1.&. 1930 • 

c. 7 -- ----- - ------- --- -- - - - - - - - - - - - - - - - - -
'l'be l ack ot trocr-•• in "'e pluhri~~& 1a dua , pr~i.ly, to 110ditieat1011a ill the pl .. • eacl to delaye 1a hkiDs action oa n ... ch&nsee. a- ot tbeM .oditicaUona attact lara• areu, euch ae the court rooma, t he "Pace to be cco11pied by the Betare .. 1a Bankruptcy, "'e enti re al.xth tloar area, etc. In acm inatanc .. the ·delay baa been due to rertaione b:r the Depan:.m ot 1uaUoe, 1D o"'e.r a to extrancut propoeala rro. the contractor , to delay 1a actlD& upon propoaala , and to limited tunda with which to complete the building, 

CorrecUYe action baa bean taken aDd. a majority ot tblt ajor ao41ticaUou are aettled • 'l'hare are paDding at thia tiw a n~~~~tber ot IIJ.DOr a1 teratiooa pro­poeed b:r thit Jildse• and othera throush the Depertlunt ot 1Uat1ce which, it carried out , will not only dalay t he a ork hilt will require a tllrUler adj,.'-nt ot the t ill&Dcial reii&M'a tiona tor cc.ple tiag t .ba buUdiDI , Be tore dlrParting tor New York I Yiaihd the Department ot 1uetice and waa eble to elUiillate a taw ~ the 1 tau aDd I belien tllr"'er alilll1nat1ona an4 reconaideraU oa b aaeeaeary i t prompt ecnpency 1e to be obtai.ned, 

'1'he contract time tor completion wu 710 da:ra but he to UD&Yoideble dela:r iD 1asu1D8 notice to proceed u d to aubaaquant deduction• and erl&a1CIIa the preaent au"'orisad date ot coapletiOII i a .&.llgUat 18 , 1935 u 1D4ioate4 by attached ma:narandllllt (eXhibit "B" ) , It i a noted that t he contractor baa aubaliUed raq•n• tcrr additional anenaiona ot 191 daya which ia greatly 1a axe .. • ot the _, wb.ich can be juatitiad , 'l'he correct axtenllion ia 1a :proc .. a ot aetU•eat. 
In aM.itiOJl to thit ganeral coutruction contract, thitre are i llllepea4ant cCDtracta tar e l efttara, tbe at011a CtrT1ag prertoual:r aantiCiled, and "'era will be ot.her oolliracta tor l11!111:1D& t1xtur .. aDd paillt1Dg. 'l'ba atatua ot the eld.at­iDI i n4epend .. t c011tracU are in41ceted by thit attached procreaa r~rPOrh tor 1\me (eXb.ib iia •o• and "'l") . J.t t.ha preset time ollly cna elefttcr 1a 1a ope:ra­tiCil, t-.parerily equipped tor oOilatrucUon pu:rpoeea, Work 1a progre .. iD& ooa t he remal.Dder , but the Otia lllefttar 0~ adrtae that it will require at leaat t our month& to eoapleh their work, I bellue it will be pouible to re­duce thia U• by cODcetratiD& OD a part ot the alafttor ioatalletion ao tllat partial operdiOD oan be olltaiaad. 'l'be atone csrYillg contract preHDta a 4itttcult ai tuation u•olrtq a l oa b14 , an argumootin ccatractor , allll a labor hold up, Whltn th.e lan -d di rftalllty 1a aettll4 it will be aacuaar:r to apply conaidaralala pt-eH- ca the cCiltractar to a .. ure coaple tton. 

The oc.oercial l 1glatia& t iltturaa tor ne ottica apeo .. c .. be aacura4 i!Z'OIIptly , '!!Ia lrPI cial fixture• tor the Court R- aD4 o1bar principal erau era being deaigned by the .Architect c d llr. Gilbert iDf'ol'lla • ~ 4rawtap a .d epaottioatiCila will be aubaiUed t:llia .,...ak, !brM acntha will be raquirM tor bib and ..nataoW:ri.JII, 

'l'he pd.nt1118 ot plaatar aurtaoaa ia , .. erallT ca.tUe4 unt U tu buil41UC 1a ocoupia4 aDd 1• the dou UDder a aeparata ooa\raat, I • Wo~4 tllat t:lle Depart.ant ot 1\Wtloe will :raquat painti q 'bater• oocupancr:r. It th1e l a to be 4aoe, I reao~ •'114 t:llet a propoaal be cbtaiaa4 troa thl s aiiN'al coatreotar and that the work be o-&4 u eooe .. practioable, It will requin at lean 
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lfoD, J!llarY ..... \Uia, l'r. 
aw Yarll:, •· Y. , Coari Bou• 

hl.T lD • 1 a:s • .... ae 
•. - - - - - - --- - - - - - - - - - - -

t wo -tha' tt.e a4 w01ll.4 pt"obably delay oocupanoy leu ibaA ca.e ... tb 1t a.­outed I.JI ib.la .....,r. It lot •• a aepare.h contract it wOGl4 del., ooaupanoy &bout two ud oae-llalt ~M~niha, 

ll'he conaeu~aa ot opinion denloped d~riag tbe 1oapecUc:a ot tha buUUna e.n4 at oonterenoe ia that the •jor portion ot tbe bulldin& oan be ocoup»d oa October 1, 1913!1 it tha painting ot pluter n r tao .. 1a excluded, 'l'lle ·~•e• where OOIIIPl eUon app .. ra to be illpracttoable oa thia date are tile Court R.- , u d apaeaa "Clara 11041t1odiou attecUag the pleahring are peading, 'I'U contractor aubal.ta tba e.Uaehad latter ot 11111 12th u u ftpit"eUioa ot opll,ion, I beUa.e that oecupancy to the ene.nt out l ined 1a pouibl e Cl1 October let ud that, proT14e4 8idd1Uoll8l ao41t1cationa are eliai.Jioted, 1t will be to tha contractor• a o4ftD'taae to expedite coapleUon. 1104.1t1cat10D.e attor4 aa oppor­tuniiJ tor exce .. iw propoeola "Ciich r .. w.t I.JI delaT& and eneaaiona ot u •• Ohangaa ahould be Withheld, it pooaible , until otter the coapletion ot tb.la contract . 

It tbe bu1l41118 18 oooupied Ootober let it will be ~~eoea&&rJ to forego tha pluter pointlns and the t.M4.1ate uae ot the Court Rca. . n will elao be neceaaory tor tile ooouponte ot adjacent ottioe apace to auttor the inoonnnience caused by the atone cerTiDS oa thr" aidaa ot the lowar atoriea. 

h.. ...< < 

R .. pecttully, 

L&IIOT Bortoa 
.Uaht at to the Secretory 
ot the Treaaury • 
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.T11ly ~7. 1935. 

At 10~00 A.M., prior to Mr. Morgentbau•s appearance as a 

wi t ness before the Senate Banking and Currency Committee on the 

proposed joint resolution to bar suite again~t the Government on 

Gold Clause obligati ons , a group met in the office or senator 

?let cher of Florida to bold a preliminary discussion on that 

utter. 

Those present were: 

Senator Fletcher of Ylor ida, 

Senator Costigan or Col orado, 

Senator Bankhead of Alabama, 

Senator Rade11ffe of Maryland , 

Secretary Morgentbau, 

T. J. C~olidge , 

Berman Oliphant , 

Herbert E. Gaston , 

Solicitor Gener al Stanley Reed, 

Assistant Solicitor General McLane , 

Mrs. H.S. Klotz , 

C. B. Uphaa. 

There was some discussion or t ile questions which might be 

asked the Secretary in the committee hearing , most or them or a 

legal nature and which it was agreed could be referred ror the 

most 'part to the Attorney General who was to be present at the 

committee hearing. 

[,9 

Some questions were asked about changes in the cost or livins 

over recent months. 

At 10:30 the members or the group adJourned to the comaittee 
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room where the tormal he,r1ng took place. 
90 
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HEARINGS UP TO DATE ON THE GOLD CLAUSE CASE 
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GOLD-CLAUSE SECURITIES OF THE 
UNITED STATES 

HEARING 
8.D'Oaa Tn& 

<JOMMI'ITEE ON BANKING AND CURRENCY 
UNITED STATES SENATE 

SEVENTY-FOURTH CONGRESS 

FIRST SESSION 

OJI 

S. J. Res. 155 
A BILL AUTHORIZINO BXCIUNGE OJ' CERTA.IN SBCOlU· 

TIES, COINS, AND CURRENCIES OP THB UNITED 
STATES; WITODRAWING THE RIGHT TO SUE 

TR£ UNITED STATES ON ITS BONDS AND 
OTOER SIM ILAR OBLIGATIONS; LIMIT· 

INO THE USE OF CERTAIN APPRO. 
PRIATIONS; AND FOR OTHER 

PURl'OSES 

JULY II, 12, AND 16, 1~38 

(PART I) 

" 

Priot.ed for t.be we ol c.b.e CoauolHee oo 8aAklo.c e.od CurNoor 

VKn-.D ITATII 
OOVDKDIW PDJNTINO OPrtCII 

a7a w.uuuccrrox: Lt31 
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(H)L!t).('LAt;ttW 8!COHIT1PB OP TJD UN'ttlD iiTATG 3 

Tbe WtuTs lloee•. 
Ju..., n, IW. 

The ClWRJoiAN. The Attorney General and the Solicitor Owenll 

I are pr<Mnt. W• will he glad to hear from you now, Mr. Attorney 
Geoera.f, on tbia joint re10lution. 

STATDIBIIT OF BOW. BOXD S. CU1111I1110S, ATTOJUIIY ODU.U. 
OF TBI UlfiTJD STATES, WASBIJIOTOW, D. C. 

Attorney Oeoera.l COMiUN08. Mr. Chainna.D and mtmbtrl or the 
eommiuee: 1 &MUD\& wa are di8eu.ssing this morning Seoat!' Joint. 
RC80iutioo No. JM. I ha,•e not. Yer'f much to say_ about at, ~1r. 
Chairman bu~ I Juppooe the firot anqwry has w do wath the l"'lahty, 
the corutilution•litv, and the le~al buis or the proi)OSed reeolu11on. 

Senator ADAMI. )s th6 ntora.hty of it. open for di.tcuNiOil. 
Attorney o~neral Cow»I~G8. The. mora.lity ?f it. _is involved "' " 

matter of policy U tho comnut.tee desli'06 to oonsader at. But. J 11hould 
say, Senator Adams, that tho fint. question is tbe legal queation, And I 
eauoot. disou.IIA avc.ryt.hing at once. As to the-: , 

Senator .B•nttLEY (interJ>OOing). l take il t hat " where you daiTer 
from t.be mrunbc.rt of the Sonato. 

Atlomey Oener•l Cu>C>CtNGll. l will Leave tbot for the Senator to 
a&.)'. ! Stnator MoAooo. But you agree with tha< atatemenl 

Alwrney Oeoeral CuM>UNO&. I have not so ota~. Mr. 
The CHAUtMA.N'. You m•Y proceed with your at.attment, 

Atwmey Oweral. ind' ··' Lt. Alwmey Oeneral CUVl<J.No&. As I Lt.~ alreody . acawu we •• 
firal of aD the lepl 9u .. tion. You Lt...., JWII ~~·~ m th~ l't!<Ord of 
~ hearing ~. Preoident'a m~ on the aubJ«'I. ln th11 n-c& 
the Pn.ideot oeta forth qui~ ouec:mctll the .....,na for the toae~t 
of lhe .-lutioo, and, among other thango, be U!Od lhio lo ...,.,.. 
~re 11 no eorwtJWUo.W cw foheren\ rie:bt to toe the 0o,.tf1'1~Mttl; on tbt 

at>fttlvJ, tbe tmmunfty of ' be JOYt'ft!i.p f~m IU.it I• & prindple o(b':d!~ = 
ceptallft_~ ud pennl ... oR ao brf~ •udl IWlAI t. an aet or IJM'I!• w ' • 
..,_1 bt ltai:IW!d Ot whhbt'kl b1 the Conan-. 
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f OOt..IHJV.\18& 8EQUIUTDS Of TILl UlUTID ITATr.a 

Now, lb lha:. propooi"l.ion 1 t&ke iL lhue ia no tubotanlial diotenL iD 
focL no diatonL tb_. 1 am aware of oo lopl grouoda. Tbia prin<ipl~ o1 
immunit1 of the IOYeteigo bom suit, except with ita Own toftlent 
wu .....mnned bytiU> Sup~o Coun in lbo recenL ea.oo of /,p<4 .' 
Uoittd Skltu (m U.S. 571), and in that cue in tbo opinioo writ~ 
by Mr. JutLO,e Brandei8--

Senow Oou (m~ing). Wbu ea.oo waa thut 
Atlbmoy Oen•ral Cl>l'>m<Os. 1 did not ~t your queotlon, S..-nalor 

Oore. 
Sonawr Snow ... Bo referred 1b lboea.oo of LrMA •· Uniltd S141u 

Senator Oore, being_ tbe iMuranee case. ' 
Son&lor Oou. All right. 
Atlbn>oy Ocn•ml CoaouNGO. lo lbat CM<I Mr. Jual.ice Drandei& 

uid: ~ 
Although eoni!Cnt to •ue wu thu• gh•en wlutu the policy luued, Cona.r~ re­

tAined L>OY.'N t.o wlthdr"w the. c:ont!Cnt- a\ any Ume. For C:Oil*!nl to 1\le lhe 
Unlk.'t! State.~ I•" l)rh•llege accorded; not the sr•nl ol a proper!.)' rllllt./>rolotl«l 
by I be ftfth ault.ru ment. T he eont~ent may bG withdrawn, aHbo\l&"h 1 vtn alter 
muClh deUbC'.n.tlon and ror a pecuniary conlddt-ratlon. 

And th•n he cited a la~ number of pertinent cuea: V.Gro<>l •• 
URittd Sial" (6 Wall. 419, 432). Compare Dom111J(M v. Slaltllao! 
(13 !low. 12, 17); Bttfl v. ArkllM<U (20 I:Iow. 627- 629); Gotd .. •· 
Uoiltd Slalu (7 Wall. 188, 195); Railroad Co. v. TtnOlut• (101 
U. S. 337); Railrood Co. , .. AlahaiM (101 U. S. 832); IR rt Avm 
(123 U. S. H3, 505); Haou v. Lovioi<tft4 (134 U. S. 11 17); BoUrn 
''· NorlA CoroliM (161 U.S. 24.0) ; &Jmr d' 1'<Gir• v. 1\'urll C..roli .. 
(161 u .. ~6). 

1 .. -UI continue reading from ;\lr. Jusl.ioo Brandtia' opinion. 
Tbe .o,·~·· lm.munit7 from auit. esl.\.1 whatever U. tb.t.ra.ctff ot Ute pro-. 

tttdlna or the IOI.IItiCI ot tho rlghi IIO!:_lS:ht t.o be eol~ h. &ppU• a.Jlke tiO 
ftlutal of ~tJ<m ...t.ln& under Ad.6 or COn~ 

And thor<~ again l1e oil<l8 a number of ..-: V.Groot v. U•ittd 
Slalu (6 Wall. 419

1
431 ) : UniltdSiateu. /Jabc<><k (260 U.S. 328, 331). 

I con1 inua quotmg £rom his opinion: 
1nd to th<W~t~ •t'l1ln«; fronl 110m~ vlo1atlon of rlgbt. oonferf"CKl upon the ~lUten b)' 
\llt 0ol).lltltutlon, Stllilli"ger ,., lhiJM Stolu (16.6 U. 8. 168, J60, 168). Tbe. 
ehnraeter ot the C"AUIMI of n.ctlon-tbe t&eL that IL I• ln oon~riWt. AI dliUnaul•bed 
fro•u lort.-m"y he Important. in deterruJnlng (u uodtr the Tucker Ad/ wbe~t 
con~nt. to euo v.·a.t gh•en. Otbcrwl!lo, It Ia of no algnUleanee.. For nununl~y 
froul au I~ ltl an attribute of a:were.la;nty .,.,•bleb may uot. be bartered •••1· 

At lhe p<lint I just rend: 
\be> fact that lt. lt in tontraet u dill.iuc\lblbtd from tOl'&-

Mr; Justie~ Bnl~~·is ..... referring or course to the lorf~! or IOU"'!-
. Now, thiS d6t!Saon ~as bv the unanimoua court and IS deVnntn&• 
tJ\·~ or tbe le-gal questions ln,·olved. 1 think, bo"-eve.r, it is .-orth 
while to ad'fert. to ,,.~o othu eases 

ln. &m • · ~· ~ Ar.l-o,_· (20 Ho .... 627, 629), .Mr. Cbi~ 
Juauee Taney, m delh·ering the opioioo of the Court, uaed duo Ia"'"., 

11. II an M.&bU•bed. prloelp~ of ju.ri.rpmdmot in all elotlli&td nal~ tbat tbt 
10\'t:rft&n liM.riO'l be •ut!O in ita o1m (Ollfi4, or In any olber, •1\bou'- it. ton~t 
a&ld ~aj but it may U i'- thinU proper .....Jve t.hll pr1vfkc.,_aod per:G" 
I \ttl( &o bt I:D&(llfl a det't~t ia a tuU .. by indhidue;lt or by ..notbu 8""~ Awi 
u thle pennl.trlon Lla.ltoget.t~e.T voluntary on u~ j;;i of Uw tO\er"ellnt ll (oJ}P-a 

) I 

OOUHJV.U81t S!CVJUTWI OP THI tnm'ID WUDII I) 

thal h ma.t pNIItribe 1M t.errM and eoeditiocw eo w\k:~ It CI0-\1 .,. a,. lt*.i, ..a tbe h\MlM:f In wb.kt. lbe .olt .eball be coadackd.. aod ma,r wll.bd.taw lsa 
CGOJit'llt •MM•u ll 11\&1 IUppoM thAt jUJtlee &.o t.ht p.ibUe rcquJn. h 

TbaL .. tbe eod or that quOI&UoJI. And in O.Grw4 v. l./oit<4 Sl•lu 
(S Wall. 41G)1 in. • Covrl f] 0/•i,.. -· the Suprtme Coun, at 
page 432, u- th11 Ia~: 

h lt tnHI tht'- Ordlftari.ly, when Yflll't.k for lbe founda1ion d UU.Iun.d~lon 
..re too1t to \1M ,enera.l laQ tt"eallO« the C:Wrl, and ddinl~ U\1_... Ql wllltb 1£ 
b~IU' ban eOI:Uh.anc~. Uut U. 1.1 equ.allr.lrue lba.t • •bt.oe,·u Coasr- choo.N to 
.-ubdraw from U1.d Juritdletlon an> c: u or eatet • ·hlch had btfote t>Hn ('C)I'Q. 

111iued to lt.. eontrOl, N 1\. h.,. dont~ more than ontt, it hu the po.-r:r to do to. or 
10 j)I'Nt:tlbf! the rule by •'hSch t.u4'h .. ._.may be de.ttnnllk'd. It• ri~~CIIt to doth" 
in rtsa.rd t.o aoy Elf'-IW1&r ~. u we.U u to a et..- of ~. UlWi\ n..-.t on o,. 
u.me fouodaUOni a nod no rcuan ('an 00 IJ'(1eth•od "tty CoUll''* may 0()" at·~ 
tlnle withdrftW A parllc~alar tJ:M4'! from the oognilan~ of thn.t court, or j)f'(W('tlbo 
ln aud 1 CMO the droumli1JUICtll unr!tr "•hlcoh nk)he the c;ourt . may rendtr IL Juda· 
rnenL agaln11~ tha &Ove·rnn1ent. 

That. i111 tho ond of lhllt quot..nlion . Now, in tl10 recent. cue or 
Pt"1/ v. Uniltd .Stalu, which wos one or the gold el•uoe cues, decided 
on the 18th of Febnaary of this year, ~ir. Justice Stone. in a. concur­
~ opinion used thi.t language which is pertinent. to our prtlt nt 
cfucuMion: 

In thS. ~lure ot the tue it It un~y. aod 1 thi.ak uodeMnble, fOf' the 
~t to unckrtake to ay that the obUpUon ol tbe K01d rlatue in Gov~uunent 
boodl S. ~\er thao In the~ ot prlnte iftdiddad. or that In tome llltu.atlo• 
1104. ._ribed, and In 10me runner and i• .orne meNU tO undef!i!M!d, It ha.t hiiJIION!d 
mtric:dol'lll_upoa the future uen:i«ol tbe pcwer toftpalate the tur?iio.',.,.. 
blOC~ that we .hould oeedleMly i•1i.mate any Ophrioo • hkb that 
tbe ClbUpUon tU)' 10 oper.le, for f:XAMple, u t.o iat.trpclte a .WU t.ade to 
tht: adoPtion of meNUI'8 for at&biU.utioo ot the dolta.r. Jbou\d Co~ lblak 1-. 
trUe to att<Hnpllab that. J):UfPOM b)' re~umptioD ot sold ~yme.nu. iD dol\tn ot tht 
:pre~eut or a.oy other ~ eont.ent • tba.n tba.t tpetified in the sold clae;ye. and 
b)' lhe rtMt.ablltbmtnt Clla free IIIJU'ke-l fot goki and it. rree ex.J>O":a.:IIOD. 

Tbf:re it no ota1101~ now to rt~toh·e doobW, wb1ch 1 ~okr\aln, •dth ~· \o 
theN: ql&Mt.lou.a. A\ preeent. they are At'Adt:mic. Con«!de<Ur the)' n•ar be t,..n.,. 
fcned wboUr \oO t.be rMJm of •peeulAUon by the e.urdae ol the undoubted po•'et 
ol the Oo\'41tn1Ren~ to wJU1draw the prlvilqc or 1uit. upoo u .. gOld tlau10 ohllla.-
1'on&. 

SonMor 0LAII8. Did any of the other Juotic .. concur in that 
opinion? 

Attorney Oencrol Cuw~TNOS. No, This "'88 Mr. Justice Stono'• 
roncu.rring opinion. 

Senator O~u. Aa I u.ndorstand it, he asreed i.n the conc1u8ion, 
bul no other J\ .. tice concurred whh him in his st.t.tenJent. 

Attorney Oe.neral CtrxWINOIS. Do you mean in thil particuln 
langu.ogef 

S.nator Ousa. Yeo . 
Attorney General Cuaum<G8. No. Ho was the ono that wrote tbil 

languag<> thaL I have jua~ read. llu• abou~ tho conclWiion tha~ he 
reaebed 1 DUlke no doub~ wha...,.,,·er. 1 do noL think lba~ the lop! 
aopeew ol the rnatler need O«upy ,·•ry much ron.. Co"P- baa iA 
my judp>ent the undoubted power to enact. tho pro.- .-lution. 

Senawr McADOO. 1 O&ke i~ u «> the legtJ q.,...tion involved ~ro 
tho position you uke is entirelyoound, but bu rt not boon the pol~y 
ol our OovenllDMt alwaya w gi~e tho rigM w sue the Oov•nunen~ Ill 
event,-. 

Senaw Ooll (intorpooing). Will you l&lk a litt.le loudort I can· 
not boar you, 
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Senator McAooo. I am otatiJ!¥ to the Attomey O...oraj thal 1 
think the logal position be tekoa ,. entirely eound, and thal 1 thiU 
all lawyera "(~"'<'with ,tha~ pooi~n, but I am ulring him if ilhlo Do< 
been the urulorm pO!iey or this Oovemmtnl lO P"rntit auiw lo bo 
broughl by iiAI cilium, I meen ~eraUy. 

S.nator GoaL Yoa; lor b,.acb or OC>lllra<:IAI. 
The CBAJ:&""'"· Do you mean by aJ)<Icial aoiAI or Coll8>MIT 
S.nator McAooo. No. I meaD that it baa *n tho general poliey 

or tho Oovemmenl as the resul~ or legislation !rom time to time 1o 
pe~nit tho Oo•·crrunen~ to be sued in tho Coun or Clain,., 

Sena tor OtAu. WeU, do nlll&wycra conc ur in tho proJ)Oiition that 
tho ....,ntial element of oovereignt:y is tho right to ropudiatc OODII'ACI.o 
and ovoid tho payment or just clotmo? 

& ""tor Mc Aooo. Senator 01noa, would you mind nty goUit'l! an 
answer to tho qUI'olion I propoundod to tbn Atl<lmoy Ocnon~? 

Sen• tor Ot.AIIfl. Ctrtninly not. 
Senator McAooo. Would you mind anoworing dJ•t qu .. lion, Mr. 

Attomoy General? 
Atton>oy Geuen.l Cu>nusos. Senator McAdoo, u I..., it it •·ould 

be difficult to ...,.rt dtat there is now or baa been any oontinuouo, 
unin~n-upttd go\·emmental praetiee in the matter to • •hieh you } 
refer. Now, I say that lor several reasons: In the firat S.l ... , the 
\'try pro•·ision or the .... which this P.mposed 1'1!00lutioo oaJs •itlt 
did DOl beoome a pu1. of our law unul 1863 or 1867- whicb 'II'U il, 
Mr. ReedT 

Solicitor General REED. lt•·as in 1867. 
At tome] General Cn»J&L~(JS. It ..... along in there oometime. ro 

other wonls the 1tatut.e which now coo(roota u.a and '4'hicb this retOI• 
lion io tuppooed to deal with was not a p&rt ol the law nl tbelaDd unlil 
the date or Lbcreabouts which I have mentioned. Moreover, tM 
resolution that. is suggest-ed hero for pusagc i& not. a complete with· 
drawal or tbo right to sue tho Government.; lt.iB a complete witbcirawaJ 
of the rigb1. t<t suo the Qo,~e.rumnnc. on tho Oovernment.'s obliptioDJ 
and currc.nt'y. It. does nor. impair tho right to suo--tuHI when I say 
LlHl 11 right.'' of tJoursc I misspeak mySfl! and mean tlle privilege to 
&llf! on ot her daims sgainst. tho Uni ted States or A eontn~ct.ual nnt.u.re.. 

1'hero is no 11 rigbtu to AUO tho Oovommenb. Jt is llJ)rivilogc.!...an 
1\('L Of ~race, aud thu is tho w&y it. is regl\rdcd by the court& jjUI. 
that. pn,•il~ge is no~ impaired or cut off' or witbdrf'wn by thit/~ro~ 
cnae:tmrnt e.xcept. lDSO(Ar as it. relat.e& to go,•e.mm.wtal ob JglliOtlll 
eumncy, coiuJ, gold bonds of the Qo,·enune:nt.. . 

S.nator Oou•. Then I take i~ you do not think it would be de&U'II· 
ble a1 I hi• cjme to make it unh·ersa.l, &O that tbty could not. J.UO the 
Gon~nuueut for anything, is that it! . . . . 

AtlO""'Y General CU»lllL~Cs. No: berauoe thore io o dUunet dil· 
le~oe.in the principle invoh·ed. Tbe Government moni/.,.dy, ~...., 
ocung Ul a proprietary copncit;y, deals •itb iiAI ciu~no .. circl.i'!""1 
wntraetora do and i!l aubject in )uatiu to the OAille general rfllllaUODO 
and the e<>ntrol or the oourcs over the matter. But wbCII it -1,0 
~he coin tho cumnoy, to the obligationo ol the GovmUiltDI !~11, it 
• tbouKbr. by many people, to put it rooaer,•ath•f'Jy, lb~~ It • .. 
anomaly for the Oo,•ernment to set up a coun and auttAlD • eou.rt 
(or tho pu~ ol pennittin$ people to oue the Govommeut iiiC'II.oo 
1t1 own obhgellons. That ism essence on impairment o( lbfl ~Ytre&CI 

7 

right to d~ wi,th the currency ol tha counuy u the Co~ -
fit 10 deal With II, 

Stnator MeA ooo. 9Dneecling that poin~ lor the mon>eol, it it not 
the ioeritoblo ODDeiUliiOD that DO Government obligation would be of 
oay value whatever 10 long u ~ Oont1lln0Dt coUld by the P"M"«" 
ol an act prevent ono of dte pam .. to a ODDI>aCI !rom 0811fnl'lg any 
rigbl8 OJ!1UI1SI the OovommentT 

Altornoy General CuMMIN08. w.u, or courae, that, iJ I may U:f 

so, begs the queetion. The question 1S whether a great. government 
acting preeumably in tho intei'Mt ol all the people. may if it lee& ni 
adopt d certain policy with regard to its currency. Can that. policy 
be httl1'l81ed or frustllt.ed, or CAD people be aUowed to atternJH. to auo 
in oourt, in a court set up by the. Government itM.II, b~atu!o I can 
eoneeivo or no r>ower or a sovw-oiJD c.haraetc.r more cssentinl than con .. 
trol oyer . tho currency, wh_icb t8 confided to the Con,grcRS by the 
Oonsl •tuuon . 

Senator McA DOO. Well, l do not tltink there is any ditroreoce ol 
opinion about. thfttl. But tbo point. aa it seexns to me- is this: The 
Government in itt tover:cign capacity i!lues ita obligations payable in 
coin. l t ia not. requirod to do that. u a matt.u of policy, bui it doe~ 

' 

require tbftt i~ be don&, and the citizen buya its bondJt- 1 •.-!< or 
bonds for tbe momwt.-aod the citiun buys bonds upon the Govern­
ment's e:cprMI promite to pay in gold. Now, if by law that can be 
nullified, hT tlte relu""l on tbe port. or the Oo•·emment whicn iJoued 
1he ohligauo.ns, to_pa, in go!d, and tbe-n if you deny 1.0 thtl citiua th~ 
right to su_. the Oovemment in court for jnjury arising therefrom, 
then I •hould .. y tbaltbe promise in lhe ~><ginning is or DO value. 

Auomey Oen<ntl Cuw.>nsc•. It is perleetly till right lor you to 
nrk it out that way ir you wanr. to. 

Se.rut.tor Mc ADOO. \\ ell, isn't thn.r. the inel'itable conclusion to be 
drawn! 

Sennt.or llULKLKY. l.et. me uk you~ q_u~tlon thi.s: way: SupJ1'!MIO 
we now wtult to mo ko 1\ binding prom.u;c watb respect to borrowmi 
some new money, is thct'O any wny by wh.ieb it is conlJlCt~nt for t llo 
Congrcs.. .. , nnd th~ wholo Oo,•ernmentfor that.mntter, to ml-kon prom· 
i•o that will b~ binding nud not subjoot to be nullified by o oubllllquoDt 
Con g.,._•? 

.\Homey Genoral CultMtNOS. Now, thoro is involn"<l ft qucelion ol 
policy immedintcly. 

Senntor B oLKl.t:\'. No· it is a qutstion or l~tv.• . Can we mnko II 

Jlromi.so that. will bG binding ii noy subsequent Congreu can como 
along and N'pudiatc it? . 

... \uomcy Gc.ne:ral Ct.1MXtNO&. In other wrudsJ if ( get.yourquHbon 
rigJ.tt i' it. M tluu the rnadllne" ~"<ists for eompeUing tht Col'lf,~ to 
tf!fp ita promi!H! • 

Senator Bu-Lt: &.r.r. 11 it.tn that the Co~ can m.ak~~ns co~t~rt 
or AO\'" promise to lht chittns or the United States that .ruJ bf bandt~Jt 
;r a aitbsequtnt Con~ •'1UliAIIo eome ololll; and but< it o~trf • lo 11 
JlOOSi.hle lor us to draw language in ouch a 'O'&ytbo~" pronu"' wiU be 
hinding1 

Senator M cA ooo. 1 n ot.ber words, can c.be Oo,·e.rnrnenr. make a 
controct thft~ it will be required to perfonnf . 

Senator OoRt. YM; een it make a cont.raeta that at c.annoL brenk, 
or at least lhal will not be rr.ndored wor~C8S! 
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Au.omoy Gweral CmnoNoe. I beg JIAI'IIon, but 1 <tid 001 _ 1 
.L 

q UtWUOD. •" "-l 
S.oator Gou. Go •bead. Ne,·or mind. 
Atto.mty Oweral CuiOlli~Gll. Tht> diffieul17 lhat appeara lo ,.; 

1 0 U lOme trouble is inbeftll&. in the tiLU&llOD, The Qo., .. ft 
ultimattly, if you WilDt 10 bring lht> thing down to tbo ultinta~t 
trat ion, doc.w not. yield to e:cee\allon on any jud.pu~ot. For m,~ 
ta~e oven under th.e 1)•-ntliituat!on, if tho c.;._ thould d~ 
to P. ... an appmpnauon lo P4)" • Judgmenl rendered in tbe Court of 
Clauno tl1ere '" no wa.y by wh1ch the pereon who roeovered tho ju•·­
mcmt. could c:oUcct on 1t. ""6 

Senator llucnm·. But tbat ~·ould 1><1 a vory unuou•l thing. 
Attorney General Oo•unNoe. No. It hM bcM dono. 
Scnnt..or But.KLtY. 1 . know that. i t hna bocn dono, but ito iJ very 

unusufi 1 t.o ~y tba loan. 
Atlornc,v Geuen•l CuNMlNCS. lt. hn!~ boon dono mnny Limes ADd 

1 might oall attention to this, that in tho Court ol 01aime A~t i~Self 
Oong..-withheld the ~ht, if you will read tl1o ACt th•t v.·eare talkiog 
about, to I UO on ..... clauns between the Stat... a iJ ooullined ripl 
in the ACt itoell. h withdrew a part ol that right. 

S.nator DOLIU.U. But let me ask you tbio que~tion right Ibm: 
lo there any p~ent lor a relusal to pa7 an obl.,gatlon of tbo Uaitod l) 
StolOI Govtmmtnt based on the bomnnng of money? 

Attomty Owen! Cmom<os. Well, I do not know of any. Tboreio 
lbe clauoe in oec:tion 154, title 26, Unit<>d Stat.ftl Oodo, in which ..U 
prorilion appoaro: 

No tuh for u •• 11'!1 '1)0111t ol ttelrain:io1 'he ,._.ntn\ or toUedloo tJt tftY W: 
M.JJ bt malnl&Joed in anr eou:n.. • 

That is the exact language, I think. 
S.n•tor GORE. Yes; but there is on exception to tbal. ln the 

Boord •J Trod• •••• they held that that did not vrevent a ouil ol thai 
eban~eter. They made that ruling point-bl&M on the ground of tbe 
peculi~tr cireurnstanc_e& of that c,ase. 

Attorney General bu"'"'"""· Well I should rather look at the 
caao ogolin 4> which you refer, but I tbink that iL doM not apply in 
the laeo ol the right ol Congress to withdraw lho right to be oued. 

S.mator Go11e. I did not have that thought. 
Attorney General Cu1onnsos. AU right. 

• S.nalor Ducug,·. That i$ quit.e djJTerentfrom the exprooe oblip­
hon ol the Unit<><! States cont.ained in a bond. 

S.nalor McADOO. The point I am ooncem<>d with is the tJI.U 
upon the <redit oltbe United States. 

Attorney Oenoral Ctnoasos. Wdl you juet let me ... ,...,. Seoator 
Bulkley al this poiJ1tT 

Senator M cAooo. All right. . 
. At.tomey O.nual Ctnom<os. No bond iuued by 1 gonnuntDt IS 

bmd111g .~Jpon • ~vemmmt that dedinea to ptrmit uecution en !he 
bond. That is inhuent. in the situat.ion. • 
. Se~ator ~Ut.I.L&T. What. you mea.n then, 1 take i,, it thal tt~ 
t1~n ll the mbertnt right of any aovoreign government.. Tba~,. ad­
mmec_J, ~ut I •lao underetand that you are distinguiohing this (rom 
reputUauon. 

Att.omey Oenor&l CtJVVrNos. Obi II l.ou want to go in.w lh• 
realm ol whether thir! law is equitoblo and air llnd com porte w1th the 

0 

in~reato of lh6 Alr>uican peoplo, abou< that I oot«tain no doubt.. 
1 am aiJOnt:l:r ptrouaded of thaL But lb.,.., it a atn>og dilferonee o! 
opinion on tba!, I underotand. 

Stnator BcLitLU. I would be inclined to agree ,.;th you on lba~; 
bu< am ~ to find out wbethor lht>re io any way b7 Ybich we can 
u oid what_,, 1.0 me io to be charactuized only by repudiation or 
r.b ... claiml, that we tan writa a bend tha• will be good in tht>luture. 

A.ttome:r Oe:neml C trMMIMoa. Wt:ll, the Gove.nunent. bu nenr had 
any diffi<mh.y that 1 know or, and bas noue now, in offering itl bondt 
to the public. 

StnnLOr But.Kt.t:r. \Veil, the OO\'f'mmeot bas never done 1t1eh "' 
thing "' this, .,,d .. to •'hethnr lhoy will bavo any diffieulty in 
ofT4"nng hondA in 1h6 rutu.re might be I\ matter or difrCI'C.llCC or opinion. 

Tho CnAJilMA,N. lw notf SCnalor Bulk1cy's question 1011\cwha t. 
onswcrcrl hy referone~ t.o tho OOWititulionoJ prov1sion thllt Cong-rcM 
has thC' right. to coin money ru1d regulate the value tllt.rl"lof? ·This 
resolution ought to be eonfmtd W the currency quCitton, it ~eu.n.t to 
me, and Congrt• haa tbo )>Ower tA) regulate the ' 'lllue or money. 

Senator BULitLE\'. or COUJ"'oa that. would be t.rue. 
The CnAJR».A~'. We cannot make it binding upon another Con· 

gre;.•. I! one Qoll¥,.... doeid .. upon a policy .. ;th relertllOt> to tho 1 velu& ol money, auotMr CoogrHA migtu .. come along and adopt a 
difltmll poliey. 

Stnator R ut..:t.E'Y. Tbue iJ no doubL about. that. And t~m is no 
doubt that if bonda •·ere po~able in doUAn! tht wbole thinj: would be 
11!00l<td. But insttad of authorizing lhtm to be !'"id off in dollaro 
the CongrtSB sa•• fh to direct the SeC:retUT of the Treasury tA) write 
into tht bonds thatthty would be paid in d0UaN ola oertain atandard 
olwtight and finon ... ol gold. 

St-nator OoRm. h ~t:ms to me there are t•ro poinu here. While 
Senft tor Bulkle.r ant•' cred &on a tor Fletcher's que&tlon tGrreedy, and 
there is no question that. one CongrC88 cannot bind another CongMe 
u to its power to ~\!11\ta tho \•alue of money, yet there i&_ a very 
different. que~~tion, relit ling to ruture ~Cl8 or Coogre58 in regard to tho 
Yfllua of money; tlutt i~ it ts o "'ery different question rrom. the Oo,1e.rn­
ment broaking i t. Own ruilb l'Dtl r.-iling tO keep ita WOrd With roftrc.nea 
to 1he bABis o-r its contr•eLM. 

Senator BuLKLeY. That is prot'ise.ly rny point. 
Scm~ Lor Oott&. 1'ho t~to pointe ought ta be kept aepar11.~. . 
Attorney Grnenl CuMMINGS. 01 course. you <:IUl h1ve all Lh11 dtt-

(USiion pro end con u a part. or the resolution that,. ... pANed on the 
5th of Jun.,_, but. for my 1mr'()O!t8 here it is apparently in:e.leYIUit. u 
lhat is water ovtr th~ A Am. The Oonmment ol the Un1led Statee 
embarked on a Cltl1•in poliey, beginning shonly alter the 4th. ol 
~lan:h 1933, and running through a O<ri<Sof waclmcntaovor a ptriod 
of about. 1 t moolha, in which the .. ·bole finADat.! a~ture of our 
Go•:tmm•'\• wu eh~, ~!rom a gold .. m bull to a gold 
bullion buas, and awteplDj; into the Trtuwy or the Ooyemmtnt, '!f 
the. Uni~ Statea tho uailable pld, ebec~ ~ld boanlmr, robabil1· 
tatmg the bank 1ituation, and aa [ aee at. S&'flng the country from 
eom;ple~ e.baoe. 

J:low, ha•ing embatked upon that policy, the rigb~ or wrong of 
wbieh wu abundantly doba~ by very able people, and th•! argu· 
moot I do not eare to go into altbongh I han very strong YIOWI of 
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my o•'D on the aubj..,t, but lbat is not UlJ' lun<tion here· buL ba • 
eommitted o•~•ee to lbal policy ~ take it Lb&t no on.; would ;j"'C 
to 1~ .. 1, or OO'IW to tuggtSL, lbat IL be revo.-J and this U. 
reooluoon ia tlul "'si~W>, ineritablo, logical ouL~tU of lt.p~ 

S.nator Buo.~o.cr. )f.ight I augg<s~. to you ricbt lotre that 1 • 
on~ of the earl~Ht I!"'J!ODODLe oCgol~ devaluation and lllgt<l II! 
policy, hut wu obligt>d to '"'" agamr.t tho .-lution bOCa • 
undertook to "'plldiato spoeifi<> ohligioliooa ol the Uni~ Stalel,.. 

11 

Attorney Oeneral C uonmms. Vory OO'tll ; but 1 tlaim tha.,._:. 
~nalor l)uo.ou.EV (continuing), I considered that no pan. or L 

pohcy al all. '"• 
Alto!"'CY Oeneral CuMVJNQS, My point ia that Cnogl1'tl thought 

othc.rw1so. 
Sen•tor lluuo.Ev. And of C:OU.nJC if il were oil done you would n t 

have to be here noY<' atking for more legislatio11. 
0 

Atton•oy Ooncral Cuu,.JNGs. Certitinly nol. 
&oat.or OuL.Kl.tY. Then jt is not. aU done. 
Attorney Oeneral CO>r>UN08, This io tying up tho lroyod odg$, 
Senator Buo.un, II bas a very much frayed edgo, 1 lear. 
Senator Oo ... Wbn ~as that? I did not catch thai qut~tioo. 
S<nator Buo.nn. It 10 a very DIUeb (rayed edge, 1 lear. 
Sonato~ McAooo, l am in teres~ in getting into the record aJ>d ) 

1 ahould bko to ask tl you will prepare a~d inse~ in, i~ u an appendis 
to your rem"r~, ~8 history. or tho ooliey or t.bil Oon~mment with 
reopoe~ to porm ... on 10 sue m tho Coun or ClaiJrul and eontaittioc 
silo a. otat~ment of the t!Ie<:~ ol this logiolalion 1\tU you oo~ abO 
ahow to thil atateme.nt.. the spec:.ifie diffutoeea be-t,.·een existing~ 
lotion and this lt2islation, which would pre•••• tho holder ol a 
Oo,•emnltmt bond lrom suing in tbe Coun of Cl.a.ir.u for any injury 
or damage be may have sustained .... ulting from • failul'O or the 
Oov~me.nt. to_peiionn its obligations. Now, I ooncede that it is t. 
qu(I&IIOn or pohey lor tile Congrcoa to del<lnnino. I ahould tiko 10 
know what the ostablished policy of tbo Oovernrnont hu beoo 
hc.~t..ofore ftntl the oxtcnt to which wo aro departing from it. 

Attornoy Ocnen1l CuttMtNGS. All right 1 wili....-
Sonator Mc~noo (continuing). Arid :n connection wilh lhM I 

want. t() ~y tlus: What 1 am cl:ticfly couoomcd ••IJOUII is tho c.redit.. 
o,l tho Umted Stal<ls. H hAll boon otated thM we are oelling hoods 
!'&hi alonl\> and I am not going into that quootion lor 1 do not think 
u. lA m6tmal to tbe issue whether we are • . LUn. g them right. along or 
not, but 1 dn want to know the eiJoet upon tho credit of tho Urutod 
S!Altl in the future if wo take tbis coU.nJO. 11 we not only aay .-e 
~U not pay, u tho Govemmont undertook to pay tho honda iiouocl 
an p~rsuanee or.law, and tbon after l"tlfusiog to pey, dtny. ciUJ:to 
tho 'l!lht to""" m the Court ol Claims it-ms to 010 we have dolii>­
•rately adop~ a policy ol ropudiali~n of Oov•rtl~Mnt obliptioos. 
I am eoneortW!d about the credit ol the OonrnmonL in tl•• louue 
beea- ol thaL. 

Altom•y General ~GO. w.n, you hno made a •!'"temenl, 
Sonat?< McAdoo, which undoubt.edly reiJeeta your vi...,potnl. Bul. 
tl1ero ,. anothor viewpoint for it. 1 hardly tltlnk il m,)' function btn 
today to debate quoatiooa of policy involved in lhn matter, bul I 

I 

QOI.I)-(!1..<~118 .. OU8rfl1111 Or TID OntlD ITATIII 1J 

do~ I o!'l!bt to call y~ur tltention 10 the u~l of tbe propoaed 
.-tuuon which perhape • wonby of ao"'" conaicleration--

Sooalor McADOO {int<rpoling). May I int«tupl you 10 aay lba~ 
1 am not ukiD4 you to d•bato the quMtion of poi"'Y beea.- 1 think 
you are 9ui~ ng,ht.that tba~ ia no~ your hmcnon. But tho reucn I 
"~' this hi•t.on~ t~ormauon u to ~e policy ol tho Ooverrunont 
..,,b reopoeL to IWialD the Court or Oaunslll to eoablo UIIIO determine 
bow far we ougb~ to depa~ from tb&L policy, il at all. 

Attom.ey Oon•ral Cuww1NOI . I shall be very glad to aupply anr 
infonnatton we can fi.od on the sub/'ac:t. I have intimated tJ~n"' 
do not. think du~.re wu MY sett.l6d po iey one way or tbe other on the 
oubject, bul we will thook up on tho bistoricol aspoele ol it and give 
you t11e bcna.Rt. of any research we ure able to roako in tJu~ maucr. 

Sc.nntor B.utKLCY. 1 hnr>J>tln to hsve hero--
Attorney Oo110ml CuwwoN08 (continuing) , Might I conoludc what 

J slartOO. t.o uy whc.n lhi111it1h~ dl8CuMion took place? 
Senator BAJII<LOY. Certoinly, 
Attorney Oener•l CuwonNos. The prol>o•od ""'olution growl out 

or & l!i~uation i.n whio.h we find ou111eh•es, when tbo oourte ·h.avo snid 
that no one bad au!Ttred any damage, up to date at leut­

S<nator GLAsa (inLOrpoaing). Did <M Cnun aay that? 
Attorney O•ntral CuwtttNGS, Y oa, 
Senator Q...u, Tho Cour< said this, that eomplainaot bad not 

demonatn~ that bo had oufftrod any damage. 
Allomey Oenero.l CuttwoNos. Yea; buL-
Senator Oou (interpooing). On that point let me uy-­
AtiOmey O.n•ral Cu ><tttsca (eontinuing). Le~ me conclude lJ\1 

statement ill may. 
Senator OoRz. Ct.rtainly. 
Attorney Oen•ral Ctn~MINOB. 11. ,..,.. ,·ery clearly held in tho 

Ptrr'J""" that tho complainant in that caoe had no~ oufferod dam~, 
and the Court oven went further and indi<>aWld that for tho com· 
plainant.. to attempt. to recover under the cireumstt.nces txilling wu 
to aLt.c.mpt..lO .ooure unjuJtified enrichment.. 

Senator Oong, Will)'ou teL rne know, Mr. At-t.oruey GenerAl, when 
I may Mk you a quottoon? 

Attorney Ocnorol CUMMtNOS, AU right. Now1 therefore, we had 
a situation wh~e no one htLd boon hurt by tho. Cli'Cum!tMtot •• or 
th•t dMo. Thia propooed reaolution pcnrull, if I roeaU ito langu•'o 
eorrectly,any holder ol anY gold obliglltion whalt!Oever up to a ccrtou1 
dal<l, 1o turn in lli• gold ob)igation and l!"t dollAr lor doUar lor it in tho 
CUrTencr. ol tbecountr;r. In other words, he io not ollligod to hold his 
gold obl4!a1ion until 11 mat\li<IO, He may tum it in for cub if he 
wa..nt.a to a\ any tim~ up to a eertt.in dale. 

Senator Oo••· 'l'hu ,. in the bill, bu• I lulve never been ~bt.. to 
undonLaod why any citizen would ....., 1o IUIT<!Dder a gold oblipuon 
and ge\ one that. i.J not. a gold oblipUon, unlfii!!'S i&. d (ron' a flitAI4t of 
humor. 

Atlomoy General CottwL~Oo. I am nol sure ol lholaoguage o_f lh,ia 
panicrular biU

1 
but it ia not IIW!VOOiod by tho dra!Lemao ol this J>ill 

that tho pro,'lJion be reuinl!d WIUch n• in the 0~ ~raft oalling 
for thoaub6tltuuon or 0<10 lonn or bond lor another. ,, .. ··~Wid 
tbaL it be olinti.naWld &nd nothing left in the hiU 0<1 that oub)OCt 
except lbe right. to e.xcba.nge it Cor cu.rre.ncy, Cor cub. 
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$oDa10r OoaL Oh, lor etJl'ft""1· 
At lOme)' Ouenl Cu•uo:MGL And not foo other bolide. 
&na10r Oo ... Lo~me oak YO<J Utisqulllltioa, Mr. AuomoyO.otr..t· 

You A1 it it an acoomplished fatL t.bal Coll(l.- puaed U..t 0~ 
Ia"'• wbelh•r we ooll it repudiation or not.; and of ooureo 1 do not­
to bo offeniivo b7 thal6lUemeot.--

A.tloroey Oooeral Co>Uil"Gs (mt.erpo&ing). I do no~ call itrtpll<lia­
tion, but thai tt.alCDlon~ does not burt. my f .. linp becauoe word, 
do not mean much anyway. 

Senator Oon. Lot us eome down to thit point, and tloe Court 
htld M to thooo honda that the obligo.tion of cJ:oo oontrnc1 wu atiU 
valid and that tho act of Congress wu void; and lhat it wu a right 
without A remedv, that. tho obligation on the part or t.bo Oov~mm®t. 
could not be enlon-ced . I wont to ollor ou lllllondmont to this bill 
]li'OVi!lin~~ thnt ll pr;OU WhO feels bimfl(l]f RgJ!:riOVOO may file 0 ]lOtiUOO 
duly ver1fied nil• og actunl drunag .. , nn<l.tbon giving the rourt 
poMr to ht or '"' det<lrmine aa to the actual dt\J'I\"'""' and if they 
are proved to award d amagea. You would not have any objection 
to tht\t, would you? .· : 

Attorney OeMml Ccounsoe. 1 certeinl,y would. 
S.nator Ooaa. Here ia my point: 1 do not think i1 woul(l invol<t 

many (&88, 1 mean "•here. the. £acta would briog Lhem wi:thio that ) 
n~qulremtnt.. Now, this changes the tha.r&eter of the contneL a.ad 
tbe Go• •mmtnt r<'fuscato do ..-bat i~ promisocl ">do. J tit bl'MkiQr 
iu faith, brtaking its " 'ord. You say the differtnC41 io that no damap 
hu ,..,.ltedT 

AUomey Oeneral CUIIOII><os. I am making no deloo .. but am 
making lhe assertion that "~hat tl1e Oovemm<':n\. did wu in the GoT· 
enuneot inlt~l. 

St.nator OoRm. Le.t. us admi" tJ1al, a.nd eannot. we arrsnge this to 
that if tloo Go••ommeo~ breaks its word by ilAI own act thtre con~ 
101110 remedy. 1 -.•a.nt to offer this amendment. boeauso 1 ha~ to 566 
the Oovtnunant. admit. that it. is disbonet~ t. . · 

Attorney Oonernl CullllJNGB. I would not wa.nl. t.lJo Oovmunant. 
to 11.dmit. tltu lt.. wu going to be dishonea~ 

S.u111Alr Oon•. Ana in ordor to ovoid tbnt 1 ovoUlt to ••'! tl>a~ 
wl1ere o eiti7.<~n of tho United States buys o Government obhgat.ioo 
and bu1 nctuolly boon damaged, tha~ the Govenunoot will kecv tb~ 
fuitb with ite own citi1.AOn• and will fulml ilAI promisee. 

Atton>ey Oonorll CtJ>ntn<os. My answer 10 lhat it ~bot the proptr 
forum it ~be Co- itoelf a.nd not 1he courlAI. 

&naiOr a ...... : 1o not lhe judiciary • port of the Oovemmentf 
Attorney General Cv ..... L.~G&. It ia a part. of tho OovommenL but. 

not • part of 1ho CongrtSL The po..-er over tho currency of t~ 
Oovoroment. io given to the Coagng. 

Senator Oo••· I want the COngreoo to do that thine. 1 wanl 10 
... ,.e· our rue. 

Attorney General Cu•uu><cs. You do no~ noed 10 save your face. 
SonaiAlr Oon. I wok ..-e do. 1 do no~ want 10 admittha• we .,.. 

ditboneat. Your whole defeo~e it t.ba~ it baa not ""uliA!!d in dam~ 
AtiOmcy General Cu>U<L~Gs. Well, u to tbatr-
& nator BAREL&Y (interpoiing). That it what ti>O Court held. 
AtiAlmey Oenerll Culllll~os. Y ... 

13 
Seoa iOr OoaL W.U, "ilere ~re it no damoge let ua.., that it 

aU rigbl, but ·~•"! there. it attull damage, "'hal ahou~ that! Lot 
Ui ... ume •hat >t 11 all rigb• where •hey held lbere wu no aetual 
d..,.agelhaL oo remecl,y Ia . .. ....,.,but where there io actull do.mop 
Jet us bold the OovemmontiO makang 1be damap gOOd. 

S.naiAlr 8AIUU.CY. Wber.J could &nJ -ual ~ occurT 
S.OAIOr OUM. Did lhe Court hold tho< there ,.. .. no dl.ll\aGO or 

th.,. tho complainant had not shown he bad sulftred any domageT 
SenaiAlr Go••· Woll, I think the Court held he had oouhowo be 

bad suffered a_ny da.magt>, but there wo.s the intitnatiou that gcnt..\f'ally 
speaking there would 00 no damage because thoy would get. currency 
for tho ~ld bond and eurrcuey wu still passing u P••· llut there 
tue.conce.iv•bly c~ that might occur where there would be d eunage. 
It m~y be uc1u.1c.uue but. we ahould avoid a wrong and remedy 110 
illjury. ·rhe Oovernmeol. ol tho United States should not. admit i-. it 
disbon081. 11.11d ~thould want lo rep&ir e.ny netual diUnRge done. Now, 
Jet it rf'ly UJJOil the defense or the observation or the OOMt ir you 
ple1iie t.hat. there is no damab~. bur. where tbero is diUllago thtn il 
they want. to play the game fair let. us hold them to ao11wcr iJ tha~ 
sort or ta!e ever &ri&M. 1 ean conceive of such a clt8e. Now, what. 
,. as your Q.Ueedoo, StnatOr Bukltyl 

' 

Senator BAHilLtl'. I wu not. uking a queslion, but wu golng to 
rtad r.rou\ the Court'a declsion. 1 •ill forego that, howeve.r. 

Senator GoR£. t can tee such a ease as this but would bope i" 
•ould never ari.M: Suppoee an American citizen bad entered into a 
conlratt in England 10 pay $100,000 in gold of the otandard weigh~ 
and 6nen.,. on a certain day, o.nd had in•·ested in gold honda of the 
t:'nited States Oo,·emmtnt, drawing inu:rest in the meant..ime, to 
hl'·e the money available when pay day l\hould arrive.. No••, when 
a•ay day comes and he aella hio honda, iMtead of bting ablo to pay 
$100 000 in gold u he had ag,...,d, he can only pay $00,000 in gold, 
and he has aullored o damago of $40,000. I thmk I he Oovomment 
of tho United Stotea ought to soy in lhatsorl of case: Thia 108J.l b .. 
suffered acluol dRmag .. Bnd I will make it good ond will ket~]l my 
word with him. 1' hat. it contained in the amendment J Wlln&l to 
ofler. 

Se.r1ntor DAnttt..£1•. \\' hem it como& to the ques~ion of nc:.tuftl dtun· 
~· nobody cao pro•·• I hat he h•d been actuaU,y d•m•ged by I'(!Aoon 
or the fluctuation i_n the value of any sort or dollar regrudle~S or any 
eon tent. Thare can be no damage done in ruy ju<!gmenl. with relfpcct 
to the change in the baaie co:uent of this dollar that cannot bo don8 
with respect to the ftuctuati.ng value of any dollar e,•er coined in the 
United Statea. 

&Gator Oou. Ob, Senator Barkley, you cannoL pro•·• thai. 
Senator BARI..Li l'. There is a difference in the ptiJ'Ch.uing power 

or the dollar iaued now u compared to lbe purch....,g power of the 
OOilo.r iloued bereiOfort, but ho hu tbe dollar . 

S.naiAlr Oou. As to an.v change in the price of commoditiN, that 
is alfecled by supply and demand and be has 10 take that rUt. 

Senator Ol.AM. Here it • rhat. tbe eGU:rt. said: 
In the view t..ba\. tbt (a.e:&. a.Ut:1ed by \be pelit.ion fail '-o abow a cUll! d Ktlon 

for att.u.al dt.maae., the ftni que~tJon .. JbmJlt.ed by t.ba Court ol Claun. l1 an· 
'"''~In t.be otPtlve. h t• not nfC!NMl'Y \o aMW'N the aecond queJUoa. 

22ll-a6--2 
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s.n~tor BaRJ<l.CT. But, Selulor 01 ... , lbere io oome lliOft lhu 
~ !>.fore lhal. 

Senator Ousa. Thai is lhe condu»o" ollhe court 
Sonator Townr..~o. Mr. Attorney Oooonl, doM thit bill io .. 

way r<late 10 intvnational sLabiliutioo of cun't!lloy elfona? !1 
Attom~y General C.,.,..,.o .. No; nol thai I .... T 0111 11 

lhio, lhu undor tbi. bill lhe Oovommool would !>. ln.e 1o ~ 1 
attlon it .. w fit to take in the publi<> inte,...l without risk ol boi~ 
h~l br suila ol indi.;duals. 

&motor 'ro'fi'N&cso. But the Go\'ernruent would nol be io thu 
Jl<ltilion witbouL tbi$ bill. 

Attorney General CV>OU1<08. H migbl not. It is uttorl,v iml"'"' 
sible for IUO Or ony otbcr bwn•n ooiog IAl IOI'OIIM All lhe lng<lDIOUI 
cluimo thai might bo msde !rom t ime lo limo by pooplo. Tho t'Wiy 
cMenLial thing to bo acoomplisbed by thio bUi •• thai it !ret~~ tba 
Oovarnmenl. Cr'Orn Hml~at.ion by tho Rr.t.ion or iodi,ridui\IJ in dat.ling 
with tho currency ol t ho Government it...,ll. II rei.I!IINIO and ........ 
lisboa tho sovereign power or the Government over this etsoeotW 
nutter. Now, i£ cases o£ inequality arise, tha CongrM& slwap bu 
the right to ro<i.- them il it ..- fit. II d""" th•• over and over 
~ainU\ the CU6 of private claims Of one kind and anoth~r. 

S.naiAlr Bauur. lf I und•rstand lhi. ..-lution it;. inteodfd to " 
prevent recovery from tbe Oon~rnme.nt. on aeeount or the ~ i:a I 
the~ ollhe doUu. 

Attomey Oenoral Cuaom<GB. Tbal;. includocl. 
Sonator8au1.n. Now, on <Lat poinl I ohould like to rM<I aDOiher 

~nLenee or two from tbe opinion of lhe Coon in tho PtrTJ -. 
After dit<uaing til at "·bole situation it .. ya: 

On the C!OIItrart, In \'leW of tbeadjutt.n.leot.ol tbe lnte~l economr to the...,. 
meNlll'e of ,·a1ue •• Mt.l bli.thed bv the ~\at. Son ol tb• Con8..,..., and 1 be utli"'"" 
a\•a.U...btllty and uae throughout. tM oountrr or tbelep.l ~dw eurreoerla1fiOIIlillt 
aU en~nl.t, t.he payment to t.be plaintUf of the amounl. whltb bt d.....ti 
woukf IJ)~r to aoo•ti~utc not. a recoupment o r 10M ln all)' proJ>t'!r ii"'DIC but u 
unju•llf\ed tmrlc.hment. 

'l.alntUf teek• to make bil: CNe eolely upon tho theor)' that. by reMOil or tbe 
ohanp In the wel&ht. of the dollar he it eot.ltkKI to ono dollM an\l ,l•tr·nh~«D\1 
It• tile pn..'IM!nt currency ror every dollAr J)romleod b)' tho bond rt:glm ll.-or 1.111 
actlLAI lo. he baa altlferod wi'h rtft*t to an_y triUltaci.lon In whleh t•Lt dollt..rtiJ'li.J 
be uted. We tblnk thai. potit lon il uoteOAb1e. 

ln other wordl!, tbe Court holdl! thai tho bold or ol this bond, or ol 
any olhor obligation ol the Unilod Stat.ee cannot go in and """?.., 
the difference botwee:n the value ol tho gold tl1al wM in tbo P~...,,. 
doUu .. compared to what is in tbe prCIMIIIL dollar becaWIO thu 
would be COMtiluling damages which would bo an unjul!teondunA!DI 
ba8ecl "!!"" the acceptability ~d inlerchallie&bilily ol lhe ~ol~ 
now 1n cu.,ulation in po.)'llleot of all obligatio1110 u compar<d .nth 111 

intuc:.ha'!lteabi~t.Y in rega<d !Altho AIUUO tbi"i pre.;ous to tbe .,. .... 
mont ol tl'us l<gi>lat.ion by 9<>ngTOM. . . 

S.naiAlr 0J.A&a. II tbauslhe .... , wbd i.lho U80 olthiO r<OOiub<ll!! 
AtiAlmt)' O•noral Cu>um<Ga. W.U e••tn il it had no other"'!' 

11 

.. ·ould pre venia lot ol people coming:. ~d bringing l.,..,uita ~ 
the Oo••ornmenl whieh they 01'6 not entitled to. · ~naiAlr McADOO. Well, il !hoy have jull l•iled why &tart ,. 
agam? 

15 

J;\Uornev Otn~ral C"O)IWilfOI. They_ are a~in again And 
•h• ahoufd the Oo••mmtnL ol the UDited Sutea ~p ... ~ - '1tb 
&uii. ol tbio kind? ~ ""'- ~ 

S.O•IAlr Bu&.~••· I do noL think you .. .;u !>. popptnd il you win 
a few of thtm. 

;\lLO':'"Y G•noral.Cu'!lUNO •• w.u, b .... is tbo ._or ~lr. P•ny, 
who tt 10 oourt agatn .,..,~ an ameoded petitioo, and he is the man 
who loot tl?e <~ IAl . '!'h1eh S.na!"r Bukley jusL rolorrecl . He io 
nov.· amc.nd1ng h1e peuuon a.nd tryu~g to slut. out on another t.heory 

Sen~tor Blll.!"'&Y .. ~ell, it;. an open-IUld .. hul <Me thai you u~ 
beat h1m on tha docwou. 

AtiAlniCy Ooon(•l c~ ... , •••. llul it would bo helpful to tho Oo­
pArtiJlCUI. of Justaco nol. t..o have to defend uselC88 suite. Wa have 
(lJlough t.o do not. t..o hn\'O to do ~hnt.. 

.Sennlor McAooo. I should liko to ro•d something th•t tho CourL 
saul ~lbouL Oo\•c.rorncnt honds: 

Tbtte I• a dt!ar dl1tlncUon bet.w4!41n the power of lbe Coo~ lo C!Otlt-101 or 
interdJ~l the euntract.ll of private partlet w~n thty lnterle:re With \he uereht ot 
lUI ro1w\lluUona1 authority, and the po•er of the Con'"* lO a lter or repudiate 
tbe •oblllanee of IU own t:nsllement. wbt.n ll bu bOrrowed monet undtr the 
authOrity whkh the Contllludon eonlerw. In aulhoridns the Coftlre. t.o 

' 

bottow IDOIM!y, the Con.U\ution em.powen \be Cons:n- to 6t the amount 1.0 btl 
bof'n)wed and tbe iet'm.t of pa.f11M:Ql. By virtue of\be power to bono, IDOntY 
••011 .\be eredl\ ot \btl United S&at.N,u tbe ~ II authorbe!d \o ~ t~t 
credit u an ..urar~ ot pa~nl u .Upulated-u lhe ~,:'ran" \he 
Go~'**'' a.a II••· lte pllt:hwel failb. To •• tbat the may whb· 
draw or tpore that pledp .. &o .-ume \bat \be Coa.LituUoa conwmpA.ta a nlll 
~ • p~ baviQJ no oUwr antUoa t.ha.a tht pltMiue aDd coovtn'"'" ot 
lt.e p~. ""n\t. CoUrt hu af«D DO -.oc:Uoo to tueh a cooceptioo ot lht 
oblt_,.tklftt ol OIU 0oYef'rlotnn\.. 

Tbe blndlo& quoll<.t.ollho obllp tlou ol""' Oo.......,..,,.... -roct In lho 
SiJtki., FtHttiClNNI (W U. 8. 700. 718, 711). Tbo q~liota before I be Court. Ia 
thole ea.- wu W'hetbt.T e~ertaln a.c.tion ...,. '1l'anut.Cid by a. re.ervatJoa to lbe 
Cona:m~~t ot the ri&ht. t-o amend tbe c:bt.rter ol • ta.ll.toMI company. WbUe the 
putkulat Ktkm WN •utlAIIMMt under tbJ• ri,pt ot alntnd:metlt, the oourt. took 
occulon t.o 1t.at.e eanpbl.tlcally the obllpt.ory cbaraet.er ol the oonlraet. ot the 
Uuited &.tot.. Tbe oour\ uld: " The United Slal.el are u much ~1nd by their 
O()ntraett u are lndJvldua.t.. If lhey repudiate t-hcir obUsatlono~, It 1.1 u mueb 
n!J)udi&Uoo, • ·ith a ll tho wron• u d rcproaeh thAt term implitt, u I\ •·ould be IJ 
lbe repudiator bad been A St-ate or • mt,mieipallt.y OT a dtiiC!n.'' 

When U10 UultOO 8t.MM with conatitutlonaJ authority, tnaket con Ifact., It hM 
right.t aud lneur,. mponllll,mu,. •hnllar so lhote~ ur Individual• who am parUet 
to auch lnalrumen~ 'l'here 11 no diiJere••oe. a.id tbe Court iu Uait"l Str.tu v, 
&At of MttroPOli• ( 16 l,et.4.N 377

1 
39'2), exeepi Chat. t be Uni\efl St.at~• C .. llnolll4 

1uf!d without Itt co"ll(!nt. • • • to Lv•d. v, U"itM. Stlllu (292 U. 8. 671, 
580}. with 1'8~~ 1.(1 a& aUemp&«i&btoS•tioa by tbe ac\ (Jl M&rch 20, lQ33 (48 
St.atute. 8, 11) or ~o war tWc i'*'~ ~ whieb were eoatnt.ett ur u~ 
UnitC'!d Stalft, the Court quoted wltb approvaJ t.he tlakmt:Ol in t!w SiJtk•,.l· ""*' tG•t•, , .. pta, a.nd Mid: "P\lncUiioul fu.lfillmenl ol eonlr..c\ual ubUpt&oa. I. 
~LWt.atlaJ \o lbe m.tnt.t.nanee of the tft!dit ol publle., well u private debton. 
X o doubUbere w-M f.a Mattb 1033 Jf'"l Mll!ld ot ecoaomy. I D tbudtnl.nMlratkMa 
of aJ_J GoYt:mJIMOfo ~ .eoeoalY Ud betoDM Uf'l'l!l'\ ~ of ._... 
rn.-nue. and tbe hM•y obtiptio-. to be iuued l.n U. hope of reiM"ln& wtde­
~ dlttrta eon.,... wM r'" to I"C!doee ptuiUrs detaMd tst..l"­
&~eon,,_ w .. wt1MutJIOW'l'r \0 rcduM ~ta:n:e bT tlbroptlq eoattMiul 
~Uoot ot U.. Uot'«< Stata. To abropl.e «JDLI'VU., lD the at&GMP' to.._. 
Co'·enaJDWt u:---tilurt. w-oWd be aot U.. prwet.tc. ol ~~ lN\ .. Kt cl 
'"t>udiallo .. ..--
J _ !be Al'l~i»en~ In favor of the Joint rtiiOtutloo, .. apptkd io Gonf'ftl08l botMb. 
,.1.n Mabllt..nN lbalt \hoe Oovenuoetlt. d.'boot b1 coo{rkt. Nl(riet. tbe eqrdM ol a 
toV'e'l'f'ip powtr. But lhe ti&bt to make binclh'l& obUpdool a a eO•tMMt~oCe 
att:Mhlna to 10vuelauty. lotbe United State~, IOYert'ipty l'f!!lki81n t.be l)eO!Ple 
•bo aet. throuah tfit ore••~ onabll.thed by the CoDtUtulioD. • • • The 
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Hi (K)L~us• st cuarrtta o• nra OIIIDD ..,..,. 

eo.&r- M tbe lNtrw'D60&all\y ol .0~\y •• ~ w41Jl ft'f1af• 
14 bo owrl<'d oo bob&lf ot tho poople Ia tho.,..._ aod wltl> tbo o«oet tho Q 
tutJoe ordatu. The 0oacn- ea.a.ooC iPYOk• the IO,_.rtlp po .... ol \ba peep .. 
w ovt"rride thMr .Ut u lin• dedan!cl. The powen coa:r"""" upoe the ~ 
.,. bu.-onto. TM Coutiw~ pv. co tiM ~ \1M po..., .,. -..... 
-y oo tho trodit vi the Uol~ Sta .... .., voq-'Od -· • po- >11olto 
tiM Qournu~•\-Upoo wbkb m an atttmltr u .. v«r Uft ~ de.....S. n. 
t..tKUllC q\l.alhy of tbe prornlle ol tbe United St.ata le of lbe Nltoot olllrle crecbt 
whkb r. to~ Hari.ltllblt powt!r &.o autborbe lbe-.. ol dtftllS\e ebJla.. 
UOnl for tbt pa,rmt.ftlol moot)' bonow.'ed, tbe ~ t..u DOL beea \'et:&ed .{t.J. 
aulborit)' to alte,. or dMtroy tOO. oblllittion&. Tbe f~oe\. tbat the Unlttd St&\fll 
Luaynot be•U«< without. it. eoo.e:nt lt • mat~ of pratedu,.. "bJt'-b dot!~ IKlt •lfet~ 
the lep.land b1ndlnc eh&rAet~r of ill! eontrw.ec... Whllo lhe ConlfMII• under 110 
duty to tnovlde ~n\tdl8 throug_b tbe eourt.t, the oontn.etual obll,atJon tt£11 
exi•U 11\d, dtll)llte in6rrnatlea of J)rooed:orG, 1"ellltJnt blndlns upon UH! t<it-'t!~ 
of tbo 1Qvere18-n. 

Senntor Con•. SeMtor ~icAdoo, will you jus~ rcsd thooiMt elou., 
•g•in? 

Seunlor M cAooo. Thot IMt elousc ia: 
The faoi Utat the Unlted StAtet may oo\. bt 4ued wUb.o\1'- 1\41 eoneent.ll a maU•r 

of procodurc wbleh dOt'* not aiJ'ccL the le..S aod b&ndh•l eh&rtttCUr ol ''- coo­
liM"- While the CoP~ ill under no dul.y LO provide re:.nedU. throuab tbe 
court.t. tbe conhMtual Obliptloo. •lill ex:W~ and. detpiloe lnt\rmlt'- ol proced"n, 
mnalne blndlnl upoo tbo corudeoeo ot the tovV"t'it;n. 

Now, u r interpret that decision, Mr. Attom~y Oeoenl, the pu- ) 
oage oltbio resolution whicll ,..ould cut off tile right ol an.y ij;irievod 
ptnlOn to oue in the Court. ol Claima1.would be in violauon ol tha~ 
decision ol the Supreme Court ol the ~nited Stata. 

Senator BARKLET. In that insurante cue of course it.wu a qufttioo 
not in,·olving any gold bond... But auppooe that inauranoo polity 
bod oontained a claU!e pro,~ding that the amount ol it abould be paid 
in gold ooin ol the oame weight and finen- u obtAined a• tho rime 
wb•n the pOlicy was issued-

Senator :llcAooo (mt;,rposing). That is not the qu .. tiorL 
Senator BARKLE\'. Does anyone auppooe tho• tl10 Sup.rerne Court. 

ol tho United StAt .. would hold that iru!tead ol being $10,000 i• 
would hnvo to pny any other than tho amount ol tl•al contnet! 
'l'hnt is inconcch~ohlo. 

Suuuwr Con&. ln this Pury •••• they did uot hold thnt. Tho 
United StAtes still owed it but did not hove to poy it. . 

S.notor BARKLEY. No; they did not oven hold thAt tho Un~tod 
StatC'O owed it. They held abatract.ly that Congreeo could oo~ ••'1 
tho contraet, but con~tely that the oi\uation involved there treated 
no ~blij!atioo th .. the Covernment was under tho legal ""'"i~m••l 
to d~~tliargt. 

Stnator ~M cAooo. II the Congreoa should p- a ..-olution ollhio 
kin~, and tho United St.ot<S should ddiberat.l,r repudiatA> any •1>1!­
ga._ or tho United St.atet payable in ooin or eunonct1 under thil 
decilion ol tho Supr.,me Court tt would d early be invali<t ; and il tlle 
United St.a,.. should "'pudi.&U. i• and no• allow a. citbto to ~ lha 
eowtl't!ip, lhe eitiz.en would have DO remedy wha'-OVtt, a.r::Ml 

10 
Oov.,..ment obliprion would be worth anythillg. . 

Senator Butu.ET. The pun:haaing power ol the dollar b01 doclinod· 
CommoditiM hava gone up, and therefore t.1l:J ltind ol doll&r •·ould 
not.. be worth u mueh now u then. 

I 
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Sooator McAooo. T htn IMo could notiMova a •- in tha Court ol 
Claimo, but--

Senator o .... nu (oonlinttln&). And th .... loro he b .. heft> damacod 
but do you thiaJ< thai 1011. O( dt.JUp 'II'OUid giV6 him the ri«ht to 
.-•er agai01t tho Oovommeru, bOcau.. tho dollu today .. on't 
pun:base M mueb u il • ould purohl!& thenT 

Sellator B m.KL&:T. TM ant'flfet to that i! that purehui.ng J)O'AH' 
ol tM dollor is not. definiiAI OODII'&et. It ill. value payable in cold. 

Senato r BARCLIIY'. You ea.nnot establish d&mage on a eontrad. of 
tbit !Ort without ehowing that. Lhe dollu is not worth a.s u\ttch u i1. 
w.s at. the lime it. wu e.n~.ered inlO or when the reeolution w&S adoJned. 

Sei!lltor MoAooo. II thot bo true wbat objection is thorn to J)Clr­
mitling n. citit.c.n Lo suo in the Cour"CI of Olnimsf 

& nnlor 0 I•A8fJ. 'rho OOUttJ'JII\inly pronounced tha ad or CongraM 
as rOJ)UdiA~ion, and ~11 nine ulltiooa or the Oourr.. eooeurrod in thai. 
chnmcteri~o.tiou or it. 

&motor Oon•. On tho 18th ol Maroh 1869 tho Ooog"'"" ,,....._I an 
ed which 10id tho l•ith ol tho United States ia solemnly pledged 
ogt!inst any kind oloet to rcdoom it.o gH<~nbaek! in kind. 

Se-nat-or STIIWER. Mr. Attorney G-eneral, is h. the .pu:rpo&e ir &hi.J 
"""lution ito adopted t hat tho holders ol ...,uri tiM would be> p<nnitted 
to...., • • , dollar lor dollar onl,y, and lhal they""' no• to be ponuitted, 
1.! you ba\"e said, to haf'UI the Government by suing ror IO£De intr&­
meol 01'tr aod aoove the doU.r-.(or~oUar basiaT 

Attorney Oane.ral CmnnNO&. Tha&. is quite uue. 
Senator Sntwca. IV•II, if thot io the pW]lC)OO, and I banoo unde .. 

swod i1., could nol. eoetion 2 have been phrued in a way to have 
permitted that without den.ring the bolder o! a bond all ~~to_.. 
a claim agairu!• tho Oovemment on hill oontraetual obligation! ln 
other vi'oidl, haan't your f"MMlution gone much further than the 
purpOOO woUld requinit 

Attorney Oen~l C•nnu~os. or (l()U.rM, there am ma_ny wayw to 
draw ~hill bill. 

Senalc:lr ST~IW-ER. 'Vc.ll, is it. neceASAJ'Y to dr&w it in such a way u 
1o utterly dootroy tho public credit ol our Government, by •n•kin{C it 
known in Advaneo tha~ no holder o( a seeurity is to bo pt.nnit-i.od 
under ft.llY condition t.o aS&ert A claim in A court. agtains~ tho Uniud 
Stalel? 

Senator Oon&. And t.hat no Oovem.ment prontUe is bind_ingt 
At-torney Oe.noral CUM)ITMOI. You would not want nte &o adml~ 

the ehar~teriution thal oceuned in that queatioo! 
Senator &now&L W•ll, my rudiog ol lhe wo~iog ol t~ bill 

would admi&. t.hat.. If 1 am in e.nor in my c:oostrue-llon of lflC.liOn. 2, 
I would be glad to be> pul righl. Or doee tho DeporlllleDI ol Jusuco 
.. 1 .. to oeclion 2 it,. ol an all-inclwive ch&neter 10 u to d~ tho 
holder of any MC-uri&.7 an1 ricbt. in eourt, whether for unearned a.nu&o 
meot ,..., will call it or •hetber lor doiJu.loMiollar paymeot ol the 
ob~tion •Web ~ Govomment hu is.oued in '!is la,·ort . 

Seoato< Oou. Or lor .aual damages ooeumng tn hit parueular -Senator 51:EI'fn&. I do DOt want. for the momeo&.. Sen.a&.or Oore, to 
oomplicatA> lliJ' guoat.ioo by pu•""s in "'!1 refin~IA. I wont 10 
know what the Department ol Jusuoo cleun lor oectoon 2. 
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AU.omey Oeoeral Ctnnusos. n. -lion t.o whith you rt!for ;. 
dooiped t.o """"•• all doubt oo this que&lioo or ooUa~ral 't':f"' or 
uoloreae.n oon..UiioBI I h .. might be made by indi•idualt •P<t> 
the exerciae by the Co~ of this ri!!bt 1.0 deal with ll~e curreoty 11114 
the aecuriliea of our oouotry. Now, right or wrong, oocll .,. 1101 
deoiring 1.0 get i.nt.o lbal oontroversy, and I might aay that there .,. 
pl•nty of diolingui>hed I!""Uemen oround this table who roach •"'YiDc 
vitwpointa, but. I think you will excuse me for particip&&ing lo i~ 
although u I bave otaW 1 have •ery ot.rong viewa on tbe 1ubj .. 1.. 

Sono\Or ST•cw••· 1 am not -king to get you into that ioouo bat 
I do want 1.0 know the rcAI menning and purpooe or aectioo 2. ' 

Attornoy 0CJleml Cu•nnNos. II is to cut off to withdntw a 
priVill't!C,JlfOViou•iy given by, which i t WU8 Jl088i~le !o~ inc.Jivid~llt 
w como mto tho. Court of Clauns, and tmdc.r oort.Bm hnutnt.tons mto 
tho diJt rict. oourt.e, and make chUm againsl.. tho. Oovnrnment of the 
Unitod S~•W. b..OO upon the currency and tJ1e gold bond• or t.be 
Oovomment or the Umt.ed States. 

Senator Snow••· What.ever the claim, is il not baaod on the cur• 
rency? Let us assume our Government. mlgbt 1t0me day rtpudLat. 
i~ obligation, wbero would the bolder or an obligation be ir you bne 
section 2 u writtM? 

Attorney Ow<ral Cllln<L~Gs. Suppooing an oxlravagant thine is ) 
not a thaJJen~ to the e.'ri.stenee. of the po•~er. 

~natl)r STt:I"''BR. Sufficient extra,•aganee would make tbM aupo­
potlition rnort ree.l. 

Anomey Otn<ral Cu>um<as. Le~ me aay tbio: Th~ th.., io 
lOme tOn!tWon or thought. between • power and abuse o( power. 
r\ow, if you take away from the Congr<A all tho powen tbat it 
miJ,tht. abuse, and lake away lrom tho Executive all t.he powm tba~ 
it. mighL. abuse, and take away !rom tho Supremo Court all c.be 
J)O"f"nl thnt. it. migh~ abuse, there would not. be any Oovtmmeot at 
alllort. Somebody b08 got to be truswd to den I with c~rtain oubjecto. 
NO\\.J, clio Constitution has COI\fided tl1e J>OWCr over the cu_rrenoy to 
tho\. 'on~rCM, ond Congress pn.ssod an net along I\ bout. the aixtiee which 
pormiurd JJ.aOplo to como in and suo tho Oovcnuncnt. on the lYl>t'IS or 
ohli~111ion ~~t ~ff'rrcd tn in that st.atuto. 'fhia statuto J?rol~ t.o ro­
rnold t ltnt. pc.nhi.Mive statute by ex:c.lurling from h auals Rgiuns~ the 
Oo\•rrnmen~ on tbe Oo\·emment.'s own currency nnd Lhc Go\"erD· 
mcnt.'" own bond!. Now, 1ho Government lull a perf~t right l~ ~o 
thot . It is • privilege given, • privileo(o withdrawn. \\'hethor !'II 
wiM to do it i_, an entirelv dj1Je.rent. question. Tha argument. aga1.DJ1o 
it iA mAnife8t, and tbe ~ent. for n. is mani!~L. 

Stonll{('lr Ou.u. Lee. me say that--
AU~mey G•noral emou;.Gs (eontinuing). Thit otalu!• is d,....,. 

UJJOR th~ priiKiple that i&. is an anomaly, an ana~hron1tr.n for th! 
~oeg,.... 10 .. , up a coW'\ to permit tho poopl&to ouethe Oo<e""""" 
u .. u on obligatio"" mued by the Congreu ilt<'l!, an~ th~t th~ ~ 
~ ou~ht. not. to allow the sovere.ign power to ~ unpaind 10 1! 
ruhion. Now tha~ is the theory of the thing. It io oo clra••·. 
~ceonoplillhee th•t purpose. 11 you ~n to tear it do~·n and, addusl 
1t to tup~l situations, you have-a di'ft'eroot. atat.uU!. Thu. ~ 1 • 

St.nMor Ooat:. lt is hardly a_o anaehronism in vio,v of tho tiKI&- tha' 
EnglAnd hAt lAtely t.ttonded the privilcgo to ouo tho Oo•crruneot. 

10 

Atteme1 Oweral Cuwani<O&. That, I think, Senator Ooro would 
00, change my eh.,...,t«iution if I may MJ' 10 to you with 'all duo 

~tor Ooaa. IL may be a moral principle that is looked •• in oM 
iigbt in one country and in anotb•r !ipt in another COUDtry. Ia thu 
ilf 

Attorney Oweral Cuaum<os. But thaL d- oot ohow whith io 
right. 

Senowr G """'· I do ool underotand the legal refin<meoLO whkh 
you lawyen indulge in but it does seem to me there i:s eomcthing 
more in\'olvcd in thia propoeitlon than any au~mpt to a_fTec-&. the cur­
rency of the country. Ln otl1er wordsJ the Oo\·cmmont of the United 
St~1tes hM oontrael..cd to deliver 25 gralns plus to ita eroditon1. Now 
it is proposed to deliver 16 _grit.ins J)lus LO il6 crediLors in the di~~thtu·gc 
or thitt solemn oontr.-cl. r ~h.ink Uutt> involves tiOmel hirlg moro thnn 
the currency. Nobody dc.ni-08 the oonstit.utjonnl righl of t.ho Co'!gttM 
to ooin money &nd ffx tho vnlu_, thoreof1 but tfie Su1>remo Cour't.. 
denied the right of Congreu to ma.ke a contract. with a m11n t.o dcli\•~.r 
W him 25 J:TRiDO )>lUI or gold and then underteke to ddchArge lh&t 
obligotion by delivering oruy 15 grains plus of gold. I think thot is 
in\"'h·ed here. tu other •·ords, u Se<-retary .McAdoo uys to rne, ic. 

f d ... oot deliver to him ev<n IS grains or g<?ld but deli•••nt to hirn • 
paper prorniw to I)AY, and puta hun in jail 11 he undertakec to tollec.&. 
that in gold. I l. d08 not Af'!e:ln to me that this resolution relates itMlf 
iOiely to the eurreney quet:tioo~ 

Senator DcLEL&Y. lt does not. rt'late i~f to the currency quftt~n 
•• all. • 

Senator G~Aa&. It relal .. itoelr 1.0 the cootnetual obligation• of the 
Uniled Sta...,, and the Supremo Court boring detided thai th~ ••• 
of Coogreu waa a direc~ repudia.tion, why, it seems to rne that nothinF. 
bA& evtr been propoeed ~hat. would be more calculated to imp .. ir, 1C 
DOt. to destroy, the credit. or tho United States than this joint retOiution. 

Senfttor llAttKLt:\', RovertiuJ LO what. tbe Senator taid--
The CIIA.utMAN (intcq>O&ing). Senate: BarkJoy, wlll you allow the 

Attorney Centlfnl to i\llSWCr thnt. question? 
Attorney OC~n~rnl Cu~ott.aiNOB. L did not. undcrst.t~wd tha~ them wM 

ll question pending. 
Senator 0LAff.8. \Veil, pcrhn]>S it. wu more an obse.rvntion than 1\ 

quoslion. 
Scnnt.or BAIUO.il\", l shouJd like to ro,·crt to section 2 rof&rred t.o 

by S.n•tor Stci .. er. On flnt blush it looks .. ll1ougb i~ mig~t wilh· 
dntw the ..,...,., or tbe Cong:moo to poop!• .. bring $Uli agamot the 
GoYemme.nt on all sort& of oblifr:ationst OOnds, or anything el.e, but. 
on clooer reading it d- not do 11: 

An r C'Oti4Nt wbk' tM United S&Alf!f ma_y bat""e lh'f:n .14 the a:DI!f'tioJI ._.,. 
It of u r ridlt prh·Afp or po•w wbelhet br way ol Wit. t'OUti\GrflAlm .......... 
recou-P'Dt'ni, o'r ol o\MT' aftinnl.tl:e ac\.ioa or ddtnte in i!4. own ~~~&~De or in the 
aaa..e of._..,. ot 1 .. om.c.en, ...-~nU, ~nriH, or lnttnJ~J~~totalit.it:tt In aAT pnJc'IC'~fdJnl 
d any nature what.otw-r .,....cur OT li.efte.t:&c-r ~~. upoa .,.,. bond. 
ao~. ~rdftftt.e ollndebled~M~N. tttMUry blU. or ottl« aimJlar obUC*&:J.o.a (Of'"* 
~rmat ot mooq ._.. &.lufd. IX ,uan;nteed b1 the Uaiwd Sta'-twupo~~ 
&DT roin or eurrucy' ot ,bo' UGJifd ti&&ta,or upon ur claim or demADd ..Wnc 
ou'i 6f any •untnder, ~ulllhlon, .rl•ure, or aequisitfon or aoy .uch toln or eu,... 
~oey. or of any1old or eiJ'Ier bulllon, ta wttbdrawa. 
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It d08 not_,. to me that tbatgoeo ODytbi"« Uka aalu uS......, 
Sui,..tr i.nlimated. While it doee not. refer IIJ*i6e&(ly to bonds,. . 
carry tb• cold ela\110 involved i.n the ~·t. lititfation it- ....... 
tbiL i~ «ntua uound that i.nontably ODd doeoi not io ,., "'*""' • oar that il the Oon...-nt issued aoy hood or any ..,.... and dtllt.! 
a~<ly rthaaod to pay it. tbOL tho holder tberoor would havo no rtmod)l. 
I do no~ think i~ dOM that. 

Tho CIIAIRWA>I. SupJ>O.S" • eitiun holds a Homo o,. ... ,.. '­
Corporation bond and ot become8 duo. la he ahut off hono aui~~& 011 
aueh • bond il it. is not paid? 

Scn.,or &rtoWER. leo rngard lb. 
'l"he C ltAt KNAN. Well, that. is the qucslion. 
ScnMor &nawER. 1 regre&,. to b.ave to disagree with n'ly friend from. 

K•ntuoky (Scuotor Barkley) but J think tho uotcrpretAtion I mado 
1\ whilo ftQ:O i.a the correct. one, and that. the suggeadon goes evm 
further than my quc•tion to tho Atlomoy Ocucral. 

Scnolor OuftB. Under the i.nwrprctAtion of tho Attorney Oeoer.t 
it. ia an euentia.l part or tho so·vereignty of tho Governmen~ w be 
allowed to repodiAto ilt! obligations. 

Senator &rto wEn. Some of our obligation• are already repudiated. 
ThiA lan,11uage merely withholds a l'tllltidy to tbo ~noon who im~ ) 
bimoollonjured, but I think it. withholds a far greater rtmodJ' tb111 is 
eontem~lated i.n the ....,lution poosibly. 

The CRAIRlUN. n • ..., is tbe likelibood ol thiA quNtion bftoc 
nioed: Ths iA not oonftned to a gold obligation but. appliN to 1117 
obligation of tho Oovemmont.. Tbe qu.,.tion iA whether that lo.ngutCt 
~ not too broad. 

;\ttomoy General Co>Uf!NG&. Wba~ ,.., thatT 
Thf! C uAIRWA.N. ls it. not so broad as to cover any obligt.tioo a.t 

all of the OovemmenLT It. is not eonJinod to gold oontracl3, is itT 
SenatoT STetw-r.a. It is not true that it eovt.n every obligation ol 

t\ cont..ri\Ct., for inna.noo like a contract. to build public works and to 
pay lor 1Wlrvicl'8 rendered. Bu~ it doos cov•r obhgations upon bomb, 
not08, and ao forth; and also it covel'$ clallns flrislng out of any su,... 
render, requisition, sei1;uro, .~r acquisition or any such coin or cui'Tt'ney 
or or Oh)' gold or silvor buuion. 

Tho CuAIIINAN . Any bonds w.arnntoed hr, the OovommentT . 
Se-nato-r &r&aWtJR. The word 'guaranteM ' il!l in here. h. spem6· 

oally eovora guaranties by tho Urutod States upon certain elaitM aed 
de.manda. 

Senator Oont. lt. looks like tbe word "IM'izure" mighl bo stri<bo 
out. That is an implication it is UM.leM to have come in here. 

1'be C.RAJAKA!<. M.r. Attomey General, will you oomm~nt ~1""' 
that. lf!ellon or lbe reeolution, aa to whether it oovtrt all obliptl0b!1 

Atwmey Oonenll Cvw>m~GL I think Senator StehrOT bad 11 

euetly rigb~ il I underot.ODd bis atattmMt. . 
Stnator &r~ow••· HI unde ... tood your p~ it. wu w P""'!'t. ~··~ry only doU.. lor dollar, and to prevwt. the _.;on ollha 

ngbt on any ooun over the dollar lor dollar. c1. 
Attomey General Cmom<oo. Tha~ ia the primary purpc;oo 

oo"*. It it alao the purpooe to proven~ tbe roeum.noe of awu'"' 
O~vemmont obligations, and thereby producing a atato of ~~ 
tamtr and hiJ'&I8Illont. But aoetion 2.,. drafted euta off tho pnv...,.­
ol bnryging au it agninatthe Government in any court. on any cu,.n<Y 
or obhgatoons of tho Oovmunent. 

~CL.AU'U IIOUftiTlU or TU:B UNITED I"U.TU 
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Smator Btn.•.o.n. Or oven lor_the repayment ol IDODOJT 
Att.orneY ~oral CO!JM,li<OL Certainly. 
~~r 'McAooo. Tbi" • ao broad tha~ with roopoet w rut.ure 

obiii[&UOna of the Urutod S~t.oa people will bo prohibited i:!'m tu:n• 
the OovfJnU)).,.t.. """ 

AttorooY Ooooral Cowwtlfoa. Why, -wnt,v. 
. S..nator McADOO. I moan on any future obligation u .. ·ell aa th­
tlt~~ put. 1 eo und~ntand Jt. You have made it. eiNr now, 1 

The CuAUUUN. 1_'bo ~uprtu:ne Court's opinion which Senator 
McAdoo r011d oontoult tint ataW~ncnt by Mr. Chier Ju1tioe HughN: 

Wbllo the CollsrN~~ ''under no duty to provide ~mcd'" thro\l,&b the court. 
the contractual obligation aiiU e•l•·t... ' 
Th~n later on thMl Wl\8 tfc <tu~tion or damage, which is" distinct. 

qUC8tiOD nod .Jtogethar different from this view o[ the bindi11g 
quali~y or UH~ Oov~mmant's obligation: 

lo th!l v5ew of lb. b(ndlna qu.aUly oC the Qo,•em.merU.'• obUp,Uor141 wt <Ome to 
the q~tion ., to tha plafntlll•• rl&ht to reeo~ ~ Tbla [,a dt.tlnc1 
q\lftuon. ~·\Uie lM Oovemment lt ool at bberty to altto:r or rePUdiate 1\1 

' 

ObliP,lioiNJ. It cbll not follow that l~ claim adunc.ed by the plalnUtf ehould bo 
... Wned. Tbe .etlon It lOt brucb of t'Otllrad. M a l'ftnot'Ci1 ror bftac.b p&a.i.o· 
Lift ('AD n!COVtt DO more than the 'oel he ba. .ufl'u«l aod olw-hk.h be ma; rltb"" 
tully tomplaln. II• II not f'ntltkd to be mridwd. 

They held tba~ tho QUHUOD of dam- io a cJiotinet qu .. tion. 
A.ltoroey O~tral Cuanusos. Tbere is ahroa,y-A, flJ'S.t, th6 quf'!ltion 

wbelbtr then 11 • breac:b, and u~n · ·hether there is damage. 
!'>• CuonKA.'<. You propoae to close the eourta to people who 

tiiJJll to bo damogcd by rtUOn of some brea<:h ol eontrac~. 
AU?rnc1 Oeoeral CuwwaNGB. By vir1ue of brMcht'AI on currtnty 

or obhgationa or tho Oo,•enunent. and those on1y. 
&:nator Du&.xt.&T. D<H!I!I it. not. also co,~er repayment. of money? 

r. Attornc,v Ocncrol CuM wiNOS. J.::,•c.rything thAt hu to do witb the 
unanciols.at.uation or t.h6 Oo,~c.mment.. 

SenBt()r Bui.KLCY. Not nwrely 1.0 cut. it. down dollar ror dollar but; 
to """dint<> it oltogothcr? 

Attorney Qf)ncrol CuuJdtNOB. It. does not reJHldiato the obligfltioo. 
Senator BULKLEY, [ b deniCt e.ny remeds wluch may mcttn ulti· 

m~at.ely to repudiate it-.. 
At~rney Oene.rol Cuw.MINOS. It denies any re.medv in wurt, bu~ 

pcmut me to ft8y thAt it. alwan got• back to tbe rig).< or tho Oov· 
!-nunent. not. to J)l\1 il it. dON Oot want to pay. Enn H a coW'l. aaid 
It wu due thett~ ia no power of execution on the Oon~.m.Du•.n\,. 
. Stnator Buuur. That is all rigbt, bul wbat. we are talki.ni aboul 
1S •·hat. it. NJ'I btre, and it. &aya it. duies a remedy in tOW\ to any 
HlenL •·ha~vtr_, noc. mut:ly to deny any exce&& remedy btMd 
upon change. in CUift.DCJ but. &ny rHneclv what.soe,·er. 

Attomey General CuatwJl<Gt. I thougbt I mado tba~ cl..,. 

b 
Senator B•a&LEY. Would that. include bonds of tho Federal land 

onks .. ·hido are gua.ronteed by 1be Oovemmeolf 
b At.-tom~y Otnoral Co.wausos. llhink tho • ·ord .,guarant.ftd " ia in 
ere. 
Senator B•n•ur. How doos tbat affect the eurrencyf 
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AU.orne,!' General Co•unNoS. Bow d0<11 i~ all'<ct the CUI'I'tll<Jt 
Senator BAR &LeY- llo"' does the obligation of a t'edualland bonk 

come in? . 
Attorney General Cv•nw<os. U r.ou ~ 11> diJferondate bet....,. 

dilftron~ fonns of go'•onunental oblipuo,., rootraeL and guan.o..., 
Jiving "' aome pn~ tba• are not a«onled to othero, you &tt 
mto diffi<ulti .. of an t.fmost endl ... cbaraettr. Our poliey hu bOia, 
and 1 auppoil6 is now, pretty ..-ell Ollt~bJ3!1ed tbu all t~o ilme olllbe 
eumney of the OOU)\tq must. be mllllltau>ed at. • panl,., h<nco thia 
a«tion it drawn ~ 1t •.s, lO prevent the entry mt.<? Ut,ts aubJetl of 
difle,..ntiotion of d•flerent types of Qov~rnment obhg~l•ons. o .. o1 
the very vicea of ~ho gold-dause obbgatJoo wu ~haL 1t otumpti\CI. 1<> 
fri''C J)n\filegea to ce.rt&m groups that. w~rc ~lemed ~ oth~ra, '111nth 
.. Jway• int<rfcrllt with the •.twmpt_to m~>~DtiUll " p•nty. rho whol• 
•ubjoct is inwrloekod and mwrtWlned . Tho BIIAimpl of the d..._f,._ 
man of !.his bill was to fit it. upon. tho th~ory tb~t ~II Oovomn~onl 
obligations must bo treated e.liko, w•tb •!O chflereottAloon and oo "'~' 
to ono cl""' to go into court !.halos derued to another c1.... That• 
all there it ~o i\. . 

Tbe CnAORM.<N. Are there any other quNhooa of the Alto..,., 
Oeneral? 

Att.omey Oenual CoM>ItxGS. Mr. Reed auggeota tbal •! ......, ) 
tbotdOOll not m .. n that the bolder of a }'oderalland bank doom eoald 
not go into court "' aue a Federal land bank, but he unnotoue lbe 
Oovemmtnt. I concur in that. 

S.Mt.or Ouaa. Wloat could be gel out <;>I a Federallond bonk? 
Attorney O•noral Cmum<os. That I ..-ill leave to you to ........ 
S.natorOon. He ,.·ould ~~a judgment maybe. 
Senator DAnLEY. Ho woUld get juat aa mueh u he oould gel be­

lore tltt Oovernment. guaranteed them reec.otly. 
S.not.or Bot.KLEY. Mr. Attorney General, do you k~ow whelh~ 

the Oovenunont hoo IIAlttlod any forcign obligations on • d•flerent bUIS 
doll or for dollar? llove we made any payment& to Po nama or som• 
other country? • • 1 Attorney General Cm.nnNos. That is ft treaty SitUAtion, tUI you 01 cour11n know, and my understanding is tbnt it is in the fl~nl &tngcs o 
B<lttlcmcnt. 1t is a Stnto DeportJnonl mntter "I'"" • •lueh I b~: 
~e.cxeuaed from eomment~g. The '\n.ly ~tJ1or thong that approne " 
1t 11 no ndju•tmenl mode .,th the Phtbpptne lolonds. I do not kno 
whether that falls into this kind ol malta bui.- ·• 1 Senator B ouLET (ioterpoaing). Do you know what w at was 

ALtomey General Ctnnnsos. 'Yes. 
S.nolor BuLKLEY. Will you tell us what il wu! d 1 t.hink 1 
Attorney Oenend Cu•noxos. Yell; I will be gla t.o. 

bave aome information here on the eubject. • 
Stnator B uLKLEY. \\"e .,;n be dad to ba1'e t l. • far as 
Auomty General CovV>sos. This Pbilippioo qu .. tJon, 10 thtn 

the tumnt-y matter wae coneerned, gl'frw out. of the fa~t. tbft. S\1~ 
..... a depollit, or depooil4 in tho United Sta.~ '!f Amenta 0 1 

t. 1 
atantial sum of money belonging w the Plubppmo Oovemm<a 
think I have the figures aa w the tot•l amount. • 1 B k I 

Senator :\icADOO. I~ belonged w the Philippine Nauono 00 • 
believe. 

------
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.\ttom<l)' Central Cc>uuHOL Yea. lt woa $56,2i6,2M 92 1\•w, 

18 the ,...UJt of a heari•J• the Jetaila of which ..-iU be found in tho 
l:louse rtpon and in the ~nat.e ~port, i.o ~pon no. 1200 ror iutance, 
S.<wty-wird Conarooo, a<cOnd seosioo, report by Senator Hayden for 
the ('ommillee on 'l'tmtorioo and lllllular AJflirs. Tbateontaino tbe 
• bolt bi.slory of thit tronoattion, ond tbo eo,.....ponden.,.,, and tbe 
uplanawry matler. h resulted 1n the. ~actment of thi1 pro,•ition. 
•s Statutes, 1115: 

& it ~naC'Ied by the Stn•~ &lid thfJ How;e 61 Repl"'f!!lefft.t.lhll!t ol the l lnit.td 
f:.t&ttw of AIIM"rk•, In OousMM a.tlfanbk!d thai ttae Sec:n:tary ot lhC! Tt"tUurr Ll 
autl110ri.&ffi ud dlreot.M, v.llto \.be funda tb~rctor a.re made a\aUable, to l!lflabll.h 
on the book• or the ·rrt'..,Ur)' a credit. lu ra,·or ol the 1'n:Mu.TC'r o4 the PhDipphMI 
(,Jande ror 123,882,760.78, N!ln~ an amount f!qual to tbe inr.reue In ' 'elue (rteUit..­
in~~~: trow UloCI reduction or wtl"llL of the «old doll•r) or the " old equlval•nt At , .WI 
opeofug o f but~lu\!N Ja.nu•rr Jl 1031, o f U.t~ balft11cee rna.inlaincd •~ t hat Umo In 
b:wb in ~;mtlnrrltl\1 \f11lte(l A ate. by il1e Gtwermuent. or I he Phlll1,1•lne hltu•d• 
lor lt• gold •1-Ancht.rd hmd and lu •rrc•Julury ccrtlfieatc h111d, lt!lllt lntcn.,.t noC'eh•f'd 
by It Ofl lllCih baJAI~· 

Tht>n t hem is llnothor section, ~tioo 2: 
h Lt hereby authorl,fM:l t.o be appropriated out. ot n:celpLI to\'eml Into the 

Treuurv under ~Uq.n 7 ol the Oold Reterve Ar.t ol 1934, by virtue ol tl~e redue• 
Uon ot ihe wt1.8ht of the 1oJd dollar by tho proc:1•m•Uoa ol the heekJent ot 
January I I! 193-4, U•• .. uouat ~ to Mtablilb ' be Cftdit ptevkt.ed tor lo f atdloa l 01 Lblt ael. 

Tbat was opproved June 19, 1934. 
1 8UJ)po5e thtre is an iJIUJtration of, not an obligation but a moral 

claim upon the COiliCitne:e of the 50'fereign, whida ..-u honored by 
thi> Govtmmtnt. or the United St.ates. T he fund!: .. ·ere on depotlit in 
American bankl, depolli~ in banks suggeo~ by the American 
Govtrnment, unofficially OU!;l, ... ted I imagine, and tho funds ao d&­
pooi~ l&id tbe buio of the eurrency of the Philippine t.landt. The 
Philip:fine Oovemment in tum bad floated obligJ.tJOIUI, 10me payable 
in golc rranes, and in different rorms of currency, and it. wu contid~ 
to be equitable in view or those cireumstanc:M, devalul't.iOn ha~·1~1g 
taken place to rcst.ora the &ituation to the Govc.mmcnt or tl:IC! l'hlhP· 
pine Uland~ fL8 it. would ha,•e bec.n bad devaluation not taken plaec. 

&mntor McAuoo. 1 chink tl1o bonds of tlte J>hilippine hl1u1dA MO 
N~in~d. . 

Att.orJto,Y Oencrol CuwM JNO&. Yes; and tliey arc o.lso pll,)'fibla l!l 
Corcigo com in 10me rCWipoot. in,forcign cou.ntries. There ~·88 •- CA?tnl)h· 
c::ated queetioo involved and tt seemed like tbe approJ>natc tbmg to 
do, and Congr ... did it.. • 

Senator ~{cAooo. Now, Mr. Attorney OeneraJ, 1 b.awe JU&~ ona 
more qu~tion-

Att.omey Oentrol CuMMINGS (interposing). SenoiA>< Bulkley, I 
think tbooe are tho only two inltan ... r know of. 

Senotor DuLnn. I cannot help uniling as_ to .tl!• importon<;e of 
maintaining tJoo Philippine credit and not m.amtauung tho ~t. of 
thia country. But I do not want to .. , a word_ .. , we Philippine 
credit. 

Attorney o .neral CuMMll<OI. You do not challenge th~ correetn .. 
of the aet., but Olll,y choll•or tho y,isdom of our o-.'11 oe!Jonf 

Senator But.tcLICY. YM, m . 
Attorney Omerol CUMMI~Ol. A.nd about wotlet the debo~ go on. 
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Senaw McADOO. I am iAtasted iA one ph ... of lhio dooioioe 
the Sup~me Cour\. I will -" a nry ahor\ pan ol it: of 

Tbt CoM\it:ulloD .f,·~ to &he eoo.:re- tbe powtr \0 bon-ow --., U. 
<rodlt ol tM U•l~ lika .... Ul \lDQI .. IIlled powor, a ;:Of ¥!tal to U.. 0:...: 
-~ upoo whlt:h lo an ~t,y ba .,_., lil• _,. od. • • • 8 ""­
tid&""""' to ... .-.. .... -..« doliDito ol>llpUoao Or .... l"'~tcl -··­
borr<lnd-

and I callatW!tion to Ibis in partieular-
&be eon, ... bU nOl heeD VNWJd with au\.boril-t to alt.- Or dort.roy lboltMN­
IJooL - ...... 

AI thu time thooe bond• wero itosued every purch .. er hod a""'' 
of •ction in ll•• Cou.rt of Cllims to ooloroo the Ooverrunonl'l oblip.. 
tion. Now, if we PAM this resolution do not. we violst.e the uprw 
clccioion of tl10 Supre:mo Court of tho United StAtoa which d~~ela 1., 
tl••t-
&h41 Oonsre- hw not been vt~~~ted with autcbort~y to alter or dC!!Ib'O)' tboeo obUp­
tlono. 

Do not wo in !net alter them by denying to holder. of bond• th& 
remedy which existed at the time whoo tho bood• were purchued! 

Attorney G•neral CoJoUUNGs. No. 
Senator n .. nn. H thai were tree the Oo•envnont could oonr 

chango ilS privilege granted. h could never .. ercioe ita power to 
chan!\" tho privilege because there would always be obligatooJU out­
ttanding. 

S..nator McADOO. Then you gel right back to the propoaition Ilia• 
the <~it of the OovemmeoL has no value. 

Stnator BARKLEY. On that point I migh•aay thai tho oo~enunm\ 
contracted to buy • lot of property from people during the Civil War. 
General• modo ~.menta wtth the owneno of property to ropy the 
value, but. the Oovonunent.never did it. For & long titne theOongrta 
OJ>J>r<>printed money, and iA 1913 it withdrew !rom evorybody the 
pn,rilet;e t.o ne.n b'O before tho Court oC Clsims to aucr'L a cl air11 LO &nJ' 
PI'O()Crty C\'Cr tflken or contracted for during the. Civil War. Since 
1013 nobody ho8 been able to B.65C.rt a cleint nga.inst. tho Oo,•ernment 
on t~nylhingof that. kind. 

Senator Oont:. A suit counot be brought •-.gahat a Stat.('! witboul­
il8 C:OilS('nt. But. h&,;e not tho courta hclc.l that whcro a State has 
cn~f'~d into an o~ligati\Jo it cannot wiLb.draw a l'f'm~y that wa.s in 
tXI.Sten('e at the b:me, that the remedy i.! a part. of the contraetf lt. 
K-en\8 to me I recall acts of that sort. 

f\ttorney Central CulOllsGs. Do you mean u to one Stato of tho 
Umon? 

&nator Goa£.. Yes. 
.r\uom~y Gtntral Cvlllltsos. 1 thought the 1tau~men&. .vas dte 

Olhtr way, that you t"Ould not. sue a State. 
Stnator GoaE. Without its COD.!t..DL; ye8. . 
Attorney Otn<ral Cu•nm<os. Yeo. i think there io a caae on the 

Supr<'me Court, the ){......., au< where thai princiJ>ality o( ~loo&<O 
•utd ~h• St!'te of ~fissisoippi.. It wu htld thn th•r• ..... n~ power 
of a<'lton wtthou~ tl1e consent or tho Stale u I ...,.,.u tl•• d..,..oo. 

Stnator Go••·. There is no doub~ aboutlhaC, tho~ you c~nol.1.,. 
•. St~tte- ~.lhoutll8 consent. But. my idu 'A'U that. oerwn obtigt· 
uono had boon ineur~ and oort.ain remedy exi!t.e<l, ond that yoo 
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c&D!"'~. withdrew a remedy ae to them, that it wu a par' of tho 
obliptoOn. . 

Senator O.aou.CT .. 11» no~ my undentaoc!.iAa tha' any State baa 
pted tbe cen•ral n&~• !O.people to tue i1.. The l,.p.laturesom .. 
wne. doe~ ~t lO an tndavklual or a corporation the riah&. to b • 
••it ogainat the State in certaiA emumsUMeo. Butl dO 001 ~ 
any State baa ov<r oonfUTed upon citiuns the genoral riabt to bring 
swt. 

Senator Oou. No. 
Att<omey Oonor~l CuiiiiJNG,t. h always penni.. tho nabt of 

Coogmao to deal wltll tb ... tblnf!$ where a direct appeal it mOde to 
Congreao. You havo boon doing that All the limo. 

The CuAlUWAN. No l.hue &oy other questions or l1lo Attorney 
Go~'\'al? lA P•USO witl1out roopollll).). II not, we will now bear 
Soh co tor Oeoornl Rood . 

STATEKiliT OP BOll'. STAII'tBY P. BBBD, SOIJCITOB OIJI'U.U 
OF TBI 1JiflTID STATIS, WASBI.IIGTOif, D. 0. 

Solicitor General Roan. Mr. CliAirm&n, I h&vo no\biAg to add 
1<1 what lhe Mtomey General hat said exeep\ u to oome t«bnieal f matt<rt iA regard to lho bill whicll is now r,:nding, particularly -tion 
I of the r..-nl bill, jua\ al"'r the words ,.....,.vOd by tho Senate and 
Boute o Rep.-ntativM of the United State& of Am<rica iA Co.,.,­
Uitmbled HI where pro-ri.aion wu made ror exehanp or Government. 
bonds. II turoa out that if such excllaogoo wen made it would ,.ult 
in a ..,;.,. of new bond iMuM being placed upon tbe uebang8 and 
beiAg dealt in by the bttnlco withou• any appreciable advantage to 
p.-ol bondholdorw. The only rea.oon lor tho originAl drafting wu 
that any bonds could be ealled and they mlght oall gold boodt li<loro 
calling uongold bond& .•nd people might want to rollin thorn . We 
ha"e dratt.ea an ame.ndmen~. . 

The Cn•••"""· Have you \hat drdiT 
Solicitor Oenerul R m&o. Y oe. And there am one or two other 

verbal c:hangeo. 
Senator McAooo. Havo you a draft of that be!oro you? 
Solicitor Oc.ner•l Rt:&n. Yes, sir. 
Senator McAooo. How doeo it read? 
Solicitor Ooooral Rooo. 11 read~ u follows: 
That \he ~wfuJ hoLden ol t.he toln~ or cUJ'T'tfte*; ol the United S&.a\ell lball bt 

ctilltd \0 uc-...c• U~m. ioU.a.r ror doll.&r, ror ot.bet eoi.IWI CM' eurrmd4» whlcb 
...,. bo lnf..U,. aoQUl...S and .,.l<pl tooder for publle and prl .... d<b .. ; and 
lbat \he ownen ol \he cokl clauH .eeuritfe~ oC Lbe Uol\od St.ate. •ball be, •t. t.bW 
elett.~a, coliUed W ..-&.ve Immediate p.ym.mt o1 the .W&.ed doUar a.mounl. 
thereof wl\b la~1 \o tM elate o( pt.ymmt or to prior m.aturit7. 

S..oator McADOO. That it in lawful money! 
Solicitor Oenoral Rno. fM. The IaUer pan of the elaUIO wu in 

the other drat•, butlhil it tho oomplote claute. Th<a it ci•t10 au· 
tbority to tho Secretary of tho Trouury in the laocuac• of tho 
P,_.l bill. 

Senator McA..oo. Rann't they authoritY. now lor th.e .. cllan~ of 
thooe bonds? 

Solieitor Geooral n";;;, We bavedone away wiLb tho pro•-ition lor 
exchoogo\ bu\ bondo which are not ma!W'O, gold.dauee bonds, may 
be payab e in cuh, •ovl the Secretary of the Treasury it autboritod 
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0
:zone bad botwl& 

that "'"' due •• 1940 or 1945 and d~ now to them ia Iller 
would have the opportunity to do il, in ellmney. ' 

Senator GLA86. That permit& them to uehu.ge thWl lor tllmii<J 
thot nobody may have, too. • . 

Solid tor Gentral R EU. Tb~,. a coiiAidtrable aftlountolwtt'tll<7 
ouLA\Andiq. 

&nator 0 . . ... Gold eurrency! 
SoUdtor Oenoral Ruo. Yell. H permit& them to otthange U.... 

for currtncy thAt. i:! no"~ lawful. 
SonaU>r 0 ••• as. And if you eatob them whb gold now you put t.bem 

in iail . 
Solicitor O•nernl R'EED. '!'be Feder& I R""'}rvo bank hAl • "9rWder­

oblo nmounL that hM not boon turned in yet. 1~ i8 olooo to a billion 
dollaro. . 8\lnntor Q t,AI\l!. )'os; ond o~ber people h•vo ~old, too, indiVIdualt. 

Solicitor Genen•l R•<o. PC)Sl!tbly ao. 
Tho Cn••• "•"· Without objection we will ogreo to th&t ameod· 

lJlent. . ' 1 1 · Senator 1:\AIInEY. lsthat a subsbtulo lor the 1''110 o o aoet•o~ 11 
Solicitor Oeneml Rno. Yes, •ir. There is a little of it that 1 did I 

not .-I: 
n. &-cf'f~ of &he Tr88UIY t. a~;~u.o-n...d and dlf'«ud \0 mah .-h a.­
~ and pAymtnU u~n ~taboo hereunder in the man.., provldtd e. 
,...utallooo ,_;bed br him. The poriod wllhln ""lth lbe ...... ol ..... 
, .. we lf'f'Urlt* tball be t'l'ti\kd hrrtunMr t.o reeeiv• pe.yiMW'I'- prior 10 ..tilri\J 
......U ~ Sop~ber I, 1933, uWesa a\euded from \.ime to,,.,_.,,,, \M Setrlo-
...,.o~u..~. 

Senator ll•RKLEY. ThaLis tbesameu in l.be bill now. 
Solicitor Gtnual Ruo. Yes. The lundam~ot.&l diiJoronC4 is 1M 

one 1 rnenUoned. 
The Cn•••w•s. ThaL is to be substituted lor oeetioa 11 
Solicitor Gonort\l lt~&D. Yes, sir; there are -.J»d ~me roi.nor eh~~ 

in other sootlon~t. ln tb& very· last of aect.ion 2 tbn word '' hlllhoo 
"/'IH!nrt in the present drllft, and that bu boo.n 11~ricke.n out.~~ 
t 1cro hM boon corulidcr&blo diflicull.y to detonnlno JUIL wh•t bulhoo 11. 
'l'ho usc of thn words '' gold or silver" romllina. ' 

ThOt!C 1 ooliovo aro tho only cbangco. I 
J01~"1' MUOLVTIO~, AotWidiC~Oil--~ _.......-tl_\-~::~..:'..~ 
:=.::::-~=~~~~-==~':.. ... .!: • .::.,...,... 

Wbt rtM,ln onkr w m&inLain Lbe unUonu val'ue of tJJ ~nt ant!::rrt~ 
tb. Unllod su..._ Public Raotulion No. 10 of June 6, 1~1 ~I r::;' a1111p: 
IUIOW• M pW dawa \o be a,p.f.ost pu_bUe poUey, pronnmeo h111: r Ullll! ~ '~ lbcftaf\.tt U.Cioln'e<l, aad pro"\ded t.b.l&t money ol th' United Sa~ 
kndu for obllptlon. cmnall.Y .... J,epJ ~r ror all obl~Ct-tloflll wltlrl Ot 

l old tla-: .--. W...,_ \llo @maiUftd _..rilr - ol lbe Ualled Su.l<>olt ,-.... Uollld 
..._ olltted 10 \llo ,_,.. of lhe tiolled Su....., po,...,.. 011 • 
S\f.tet and to tbe mooer cl the Uuhed 8\atea, and ancterU• "' -~.:; 
u.rr.,.,_ ond •rtdltotno<....._ will> liMo _,]tl~d-'1"' .ad_, ~or In our eoin. and ~ .-oukl unckn:alDO lba\ ·~ ~ 

\1 •- IAe Unilai s ...... ha.t pold aucl ... m -"••• 10 .., "' ..,. of 11oe 
ola.llltaiM!CurhLN: thelr prlndPI&l and lnt.erett.. doU&rfc>r dollir,J!, ,.,~ fll• 
\h•lt.c!d 8-la\4!11; bu m.W.taintd and wUI cootfn1,1e t.o o\tolntaln " ~*-"' 
ft•rm• Of tutti mone)': a nd "- tbu• a.rrOI"Ck!d .,d wm t«~tCnut to aftdord ~,511 • .,.d 
a nd •t.riC"\ equality of .clvantap to all bolden ol Itt G'OM)' .n - • 

\\~ 110 holdn ot 1.01 o1 tbt IDOCieJ' or teturit8 ollbe Ur~h«l St.&. w 
w:fend &D1 dulaA,p bera UM ol Ult m.tuu:ru ~ON" ..a. \o ma.i•W. Ntb 
,..eunlf aDd ~uabty ollllh ..,,._: ud u y ~tive boldlt~~ ot w ~ lo 
tJw JOOOtJ Of M!Cutlliel ol tbe Unhfd Stat• W take ~vut.ee ol \be Go..,.. 
..,., •• btd ~y \0 «~aUa-ue Nth ~· -.ad Ullifona \rtoalme'o\ y tac.aapt\­
il* .-.t.h ~ pubtle lnt.etwt: Now, \hr:rtlonl be it 
R~.., 1M &MU ...1 II.,._ tl R~~ 11/tM tiaiiH SJ,au,.eJ AMotn(W. t• ~_.. u.-.Woi', 'nl.at \he la•ful bokkn of the t!Oiru or t'UIT'eQI"• o1 \.be 

t ·rut.M Stat8 ahall be entitled t.o urh.anae thtm, 6ollar for dolla.t for Ol~ f'Oin.• 
<or ('Un't'ft<'iel wh1th may he la•·fuUy at"qUiftld aod Are lc!pJ t.e~ for ublle and 
prhatt debt.: ••~ thA'- the o•nert of the 1oldod&u-a aecuri\~ of ~e !)nllfd 
F:u.'~ aball be, at thelr cl«don, tntltled to rec-ei\·e immed.i•tt I•> mwt o1 the 
staled, doll.,. AJJiOI.Hlt. lht:l'tOf -.1tb lnt.e:roit. t.o the dat.o o r paymt.ot. or to prior 
t~lltunn•. 

Tb" Sec111tar)' or 1he T'rt;Nury I• authorised and dl,rec.t.ed Lo n1ake •ueh u~ 
tbAnii!N tmd . payruenl• UJ)Oil JH1!ten!M.tlon tloCJ'tlundcr in the r:ua.uner pro\•lctod In 
n:•gulstlon.lll l' rt"Wtrlbed by him. TIW) pt.rlod wl\hln "A'bleh tbe owntre ot 80~d~ 
dauM! a~urillt. .. alUIIII btl t:nlltlcd hereunder W receive payment prior to nLAturi'Y 
tl.-11 ~·r.nre fieJ)lembc.• I, 1034, unk. ... exW!n~ h -o.m dmc t.4 dulO by tbc Scerc· 
~llr)' ol the Ttt'uury. 

S IC. 2. Any ron.ec.n~ whleh the United St~ta may have gfve.n to the ...,,d011 
1'8aina.t it. or &II)' ri1M, pMv11eiC~ or rower ..-•bether by way or euH., eount.e~I&Jm, 
.tt~lf. recoupme11t , or other l&lllnn&dve action or defenae in it. own rt.atue or In 
''- oamc ol any of lt• oft'i<!t:N, atetnt., &4(enci6, or lna:truntt-nt&lhiN In any pn> 
«C'(iitl& of aut nature wbataoev-er herttotore or bereaflet comme.ncoed upon any 

' 

bood, DOk, «Ttl.fie.te ol lndebt.ediWH. Ttuiury bill, or od~oer .Smll•r' obUp Uon 
(or \he ftJM.Ymt.n l of moot.)' or tor In~ tbereo11, made u.uect or .,..,..olelld 
by the ynhed Stat~ or upon u1 coin or eum~r ollhe Unlt.ed k~u.. or upon 
'!'1 d&im or dcuaa.nd arW•I& out ol an1 aunoelldet, nqllilition.lthun!, or aequW. 
t.- ()I any aut.b cola or ~MT, or of a ny &old or lilnr. t. withd.ri&WD. 

Suo. 3. No •u~ whet he,. hefewfore or betuft.t:r appropriatecl or au\horill'CI 
'-G be to.rpended • . .ball be a vailable fOf', or~ iD, p&Ymell\ •poa ......,;1* 
taiba. or CWTendtt ol tbe UnUC!d S~t.e. esoept oo aa eqUal and unifona dolw! 
IOMiollul>allo. 

Sr.c. -4. All u.ted In th\J I"MMiutloa \he phrue "'l oki dau..e" l'IMia.WI • provWoo 
~tamed ln or ~ •'ith ~ to an obUptioa J»,yable iD moDt)" of the 
taitC'Jd S~te. WhJcb purpot'IAI \0 &{\'C the oblipe • ricbt. to require p&J'mtl'l\. tn 
&Old. or In a pe.rtleu11&1' ltlnd of Nla or etarTt'.ney of the United SIAl~ or In u 
amount in monev of the Unlt.fld Sute- mtoUUred thereby, dedamlt.o be apJ01\ 
pubUe polloy by fl'ubUc Rctolutlon No. JO ol JuneS, 1933; a.ud the phrue ".ecurl~ 
t~ ul Lhe Uoltod 8-.t.et" mean• the dome.lic !Hiblle debt. obh.-tJou• ol tb41 
Un1t«1 !ita.t011 lncludhl.8 bond11, no~ eettlfieates of inde·btethM"M, and Ttf!Aiu.rr 
bUt.. 

Alt.ornoy Oe.nCJ"a) CuaouNos. Mr. Chairmanl may wo now btl 
excuscd1 

The CIIAIUIUN. Aro there any other queotiOilll to be rropounded 
to Solicitor General Reed? lA p&W!O, WlLbout "'"p0nso. I believe 
th&t is &11, Mr. Attorney Otntral. We lh&nk you very much lor 
coming down. 

Attorney General CuMICINO&. We thank you very mueh lor huring ... 
(Thereupon the Attorney Oenerol and tho Solicitor Oeuer&l 

withdrew !rom tho commit- table.) 
Tbe CHAJR.J~A:t. Oen,ltmtn of the committee, we bavo a rep,. 

oontativo ollbo Tr .. aury here. Slull ,... heu him oow or put him olf 
.. til tomorrow? 

Senator G ...... Row abeuttemoi'TO'I'f 
The Ca.uo>UH. Vory .... n. The oommittee rill now .- uotil 

10:30 o'oloek tomoiT'Ow morning. 
(Thereupon, •~ 12:20 p.m., Tbumday, July li,IV3S, theoommitl8 

rec<Med until I 0:30 o'olook the lollo.,ing morning.) 
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WITHDRAWING THE BIGRT TO SUB THB UNITED STATES 
ON ITS BONDS AND OTIIBB SUIILAR OBLIGATIONS 

UNtTSD STATU ScNAT.:, 
CowMI'M'II! ow BANIUNO A!'ri'D CuHRI!:NCYt... 

lVt,IMngto", 11. 0 . 
The oommiLt.oe met., punuJ"nt. to a.djO~JNim.ent. on yt'fik'.rdny, rt.L 

10:45 a. m., in room 801 S..oale Offioe Building, Swnt<>r DuncOll U. 
F1oteber proeid.ing. 

l'mi<mt: Senatprt Fletcher (cbairmiUl), &ridey Bulkley, Ooro, 
CoiLilt&!'• Bym01, .McAdoo, Adamo, Maloney, Norl,.;;k, Towllieod, 
and ~awe.r. 

' 

Tho Cunu•AM. Tbeeommittee will ple...., eome to order. Ol'fltl&­
mm, we h .. o a Committee Print showmg a sugges!OO amendment to 
-lio• 1,ot>-2&nd 3. 

(Committoo Print rel.......l ... is .. folio..-.: ) 
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A.DDITION.U STATillEJIIT OF BOlli. STA1it11' F. IUD. SOLIOITOl 
Oliii&IIAL OF TRI tr!IITBD STATIS. W.UIIIJrOTOll. D. C. 

The CRAIKJU .N. Now, Senalor, you may proceed. 
Senator Snnr&R .. I mo~y want to know whe\hcr 1 follond ~1»1 

hAl been dono wi\h ""P""' 10 tho ameodmenL coounoneinl on liAo 6 
of pi>~ 3. I IMUIDO :\&. Rood ean explain il . . 

Solieitor Gtnual Run. n.e purpooe of tbo <b~ is to tlim~._ 
tho pro~ioion for tbo ox~ of preoent Oonnunent bonds ~ 
lila gold cia-. n.e bill aa cnigin.ally cm.f~ providod that -
boldero of gold-elau50 GoftnlmooL bonda might ex<banP them f'!' 
bond• "hlch did not boar the gold cloueo. Tliat wu dono bocl"""'' 
WAI ftli that boldoro might dosire 10 Ol<Cbanp them in order to ~ 
nonpld·d•uoe Govomman\ bonda btlcauao they would foel th•• .. u 
~ld<lauoo honda would bo Lho firat eollod wbon ... II"" iniO • .,.. 
llluataon. 

eo~ua& ~fQ"'I'UI c:w-rntll' u._~ ••""ZM 3X 

S<naiOr MeA ooo. 1 did noL quito undenaoil u...t, .M~ R40d . IL 
... .wd be • lim eall of wba•f • 1 • • 

Sol;.itor Guwel .lUlu. TboL the Gonm- aonaally W<llllld uJI 
lint.~ gold<l•- !>-Ja and t.horofore.lhal ~ ahould ban tho 
pnril<P if they 10 d001re 10 exd>anp them for """'!old-d.Ouao booda 
wbi<h ,..,Wei boon tho....,. booois .. other bonds. ' 

5;m.a10r ~tcAooo. Y ov ~oan thu hcldoro might wan\ 10 mainwn 
thar onvootnlfllL f<>r a oon51duahlo poriodf 

Solici10r Gonerol Rr.1o. YM • 
. Senator JllcAJ>oo. And ,.·ould pr-1fer a bood that would not bo 10 
liable 10 early c•IIT 

Solicitor General .Rno. Yoe. 
Sonw>r '!'OWNOE>IO. Wh•• amount of bonds would bo affoc~ by 

tlus r~solu uon? • 
Solicitor General Ru o. Abou~ 10 billions. 
S.uator Towt<tllfD, AbouL 10 billiooo? 
So~oitor Oon.eral Rno. 1'he Treasury pocple are hero with tho 

.... , fl@\1""'· 
Senator Mc:Aooo. AI • maHer of lad, any bolder of a gold<lau .. 

bood can make \he Ol<cha~ now. Wba' you wan' io lo Ki•• tho 
Secretary of the Truaury tho power 10 make ouch ox<bangeT rJ Solicitor General R n o. That is all. It.dooa not. compd \he action 

S<naiOr MeA ooo. It is no• nee......,. aL all 10 say i,n ihiJ roooluti~ 
that. tho holder of tho cold bond may be penuittod w do tbio ia ItT 

SoliciiOr Oonenll Ruo. I ahould think oo. ' 
Sooator McADOO. Ilo could u<banp iL anyway, if you aulltoriaa 

tho Soereury of \be Trtuury 10 malce tho exchange. 
SolieiiOr O<Doral Rxn. Tho• is all tho•iuver ..... in..OOod 10 do. 
Sooator MeA ooo. \VIta• I am getting aL is whether or ••• h is 

o.....,.ry by llaWLOry enactment. 10 give tho boldtro of tho cold 
honda the privilege of exchanging them if they are willing to do 10 
any•·ay. Th.e se<retary of tho Treasury is empowered to wake tho 
~chango wliou anybody who ia willing 10 make Lloe ox<bange-•h•t. 
IS all VOU WalU.f l 

Solicitor GMeral lht:o. 'fhat is aU tl1at is neoeeMry,. 
~·•tor MoAooo. I wea JU&Liooking at. Uoo pr"'\tiAt-1 ~ido of lt.. 
SOiieitor Oc.nc.ral RetolD. And t.h&(., o( coliJ$.0, hilS ~ wjtlulmwn1 

There is now no authority to mnko the oxcltonge of go)d..,lauoo bon•l• 
for other hOnda or socuriLies, .1 

S<ujator M.wl.ooo, .o\.uy holder of a ~old-elause bond wbo w&Jtta to 
exehongo it. lor" nongoiJ-elauao bond ltM the pri,·iJeKe of d.W, that, 
pro,-idod tloe Seeretary of tl1e Trtt~~ury is empoweriiil 10 make oU<b 
An e:ttb&ngcT 

Solicitj>r G<.aoral Bno. CorrJCt.. 
S.naiOr n.u. ar. Tlois girts the bolder of the bond. rigb' which 

be dooa no~ oow enjoy. · 
Solicitor Ou•••L Reco. Tha&. is oorree&o. 
Seualor ,Bna.L&r. At his •lott.ion, 10 compel tho Socrei&<J of tha 
~ 10 excltaop itt 

Sofu:iiOr Oa.N&IlAL Ruo. Tha' is rorroct. 
S<nator ~*~ooo. This <14M""' gi<e bim aJillhinll"bitb ha dooe 

t'!Ot. f¥'W hav.. 1 .J l 
SODa tor DAB&.L&Y. Yeo, ;, dooo. Bo.is ••tilled toIL. j 
Senator MoAooo. Suppoao you bold a Oovornmoot gold bond. 
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S....LDr B.<UldY. Y-. 
StnaiOr Mc:Aooo. Now, if the ~l&ly of the 'ri'UIIIIy 1o -

powered 10 el<cbang1! W~ lor a DOII@OW..dauoe bOnd, I lA) .0 U..1 bo 
noodo in hero io the out.borltyiO mako ouch oxd>&ll@o. 

&noiA!r B.uu<t.oT. flo con mako tl"' oloction ond <oml'tl tho 
&crotary of tho Troft8ury IAl make t.loe oxo~. 

Senator McA.ooo. B• i• ontitlod IAl do it anyway lithO So<rotoory 
lou tho power tn make tho &>ciloaogu. 

S.n•t.or B•nx:L&Y. Your "if" i• too l•'J!I'; as long Mille Setrotoo.?' 
of the T..,.,ury dooo not ba•·• tho auUumty, ho can not do it. Thls 
is what gives him the authority. 

Senator ~icADOO. All you nood io outboriz.atlon of tbo S....too>y 
of tho T_,.ury 10 permit him 10 moko ouch e.xcbaogo on ""1-of 
anv ho'der of • guld-clouoe bond. 

&not.or BAJU(L&Y. You c:oan o.ut.borU.a tho Secret., of tloo-r.-y 
to do it; but this language Jivi!O lhe h~ .tho r,ij!bt to dOI'I\&lld it. 
Thero Is a lot of diffarooco li<-tw..,., authorwng lhft Socrc\ary of Uoe 
Tre .. ury IAl do something and giving a roan tho right to drmaod that 
il bo do011. 

Solicitor OaNBRAio R•r.n. or COUJ'I!e, Senlltor McAdoo, tlllt 1bu 
boon elimiuated from tho bill. 

&uator Mq\.ooo. It. i!J i.n horo now, under1 tho 11mondmant>. t 
Solicitor Gtneral Ruo. No, •ir. 
&oat.ot MoAono lroadingl• 
T11at t.he t.•1ul ~lders ol tht e.olnlor eu~ ot tbe Unlt<d 8f,Akt'lhallb. 

at.hJed w ~\.heM, doiJu for 6ol.lu, for ~ther ooiu ~r eurrt•""'- -'dth 
ID.a.J' be ladW.ly acquired and .,.. tqN ~for pub¥0 ud priut4: dtM; 

I think enrybody io •ntitled t.o make that utbtft&" nQW, il they 
lftnliAl dooo. • 

Senat.or ADAVII. '1'11At iJ limited 10 <oin• and curroneti!L 
Seoat.or McADOO. I t.m gOing tn lake up the ""'~of il: 

ud Lbat tbe o-wM.rt ol the cotd.claute ICCuridet of c.be UntUd 8lal01 1t..tl be, 
•'" \.heir eatetton en,iUed to reetive lnun«<late parmtt~i. of the 1ta&ed dol"' 
all\ount thereof ~t.b lnt.e.rtt\ 1.0 'be date of paymt".Dt. or to prior ru.l~tri'1· 

Why, or oourae, t-hey ha<'tl g<>t that right now, !I tllo.Y ~~?.~ to 
Olleroi80 it, provided tho Soerotary of tho Treaaury •• autl1onzw to 
tuake aucli oxchoo~ upon their roquost. . 

Senator AooUI&. That io rod~rnpuon and no\ exchange. Tlut cilau• 
provides that the owner of tho b'<>ld-dause oeeuritioa ab.U be cntl~ecl 
to mooivo i.mmodio~ payment or tn e.rebaup bio bond8 lor ower 
honda clifteren\ from tho oni!O he has. 

Senator Sntwn. You are tallting about bonda and Stnal<lt 
McAdoo is talking about <oina and currencies. 

Senator ADAJII. You aro autbooUiog tho Secret"" oltbe '!'ftMWJ' 
10 ~1 \hom otJ. . 

Senat.or STEoWifR. l *"' t.rying t.o aocuro Mr. Reed'• Ollplaoauoo. 
II I undoretood him corrootly he oaid the proposal in the OllliOn~ment 
on p~ 3, commencing on 1in0 0, wna for the p'Urpotl(' ~f &ee<mlph!~, 
certain objectives without. mi•ing lobe (Luostion or tumtng ln a no ........ 
obliaation. ' 

SOlicitor Oeneral Rn». Or turning in a guld-clnuoe bond., ld 
&nator STEJWER. Turning in a guld-clausa bond for • DO"i" • 

olau&e bood. • " 
.I • I I .c 

83 

Solicitor O.noral Rn.o. Tho ofic;MI oeL .,..,...,.w..d t.1oe ucbaap ot 
~~··- bonda lor n!JQKOid-daUM booda. 

Senator &I'&JWIIL BJ' " tho origiotal act" )'OU moaa \bo uWiJic 
ta" f You do nol moan thio bill? 

Solicitor Oon..-.1 RBE.n. Tbio bilL That il in iLl buL l.batia ol.riol<eo 
oul on pllfle 8. 

Senator &re1w&n.. Yes. 
Solioit.ot o~ooraJ RKKD. Now, tl•at baa boon eJiminatnd boca- or 

eonlJ)ljc.atiout that. ll.I'OSQ. 

Seuator A"""'· May I aak • quoationf w .. tboL amoodmenL 
•dopiA!d by tho oonurutt«, Mr. Chainnanf 

Tho CttAia.MAK. TIU. is lhe a.u\Mdrntnt. oow prol)()eed. 
SMator ADAMA. \\That. lam uking, u J •"'UooL\ueyes:tenlay, il 

this: llaa tho amendment been adopiA!d! 
Tbe Cuoaw ...... A man intn>duciDg a biU boa lbe right to amend il. 

This d the amtodmtol. and ...-e are ~Midering the amendment.. or 
coune, d1e amendment. is subjed to appronJ or disapproval of tl•e 
commiueo, juat u the original bill woutd be. 

Senator Ao.ua& That is what. J em trying to fwd out, ~ir. Chair· 
mAil . I run trying lo f.wd out whose Alnf.odmeo~ tb.is is. l under­
stood Mr. llced bAd 6ubmitted An amondmoot-, 8nd I was trying to 

f) inquiJ'e- whuther thAtl ttJnendrncnL hnd been ndOJJled or whethe-r this 
wu still botoro tbe COJnmitlA)e. · 

The CnAIHMAW. Yel!l, Airi that is the lhinJ before us now, thit 
unflntlm~t LO tbe. re10lutlon. Tbat. is the l~u~ before us.. Thil il 
a •ubotitu~ lor tho originallanguap. That il tho tbill@ wo aro t.o 
roosider and vote upon. We are • ryin~ to nod out the reuoo thia 
omondmen• wu propoaod, and he ..... ..UinR that tho orijrinal promoo 
lor tho OXO>h&nge oltb~ gold bondo, gold Oo•tmtnf'JIL booda lor otl•or 
bonds. 

Senator llARIItLET. Can we not. I~L ~1r. Reed give a COD.Mt\ldYI 

uplanation of tbUf 
The Cn.u'liKAH .. l was ju"' trying to get that. Ra oon tell why 

t.hu chu1ge wu made. That is whM we want. to know. 
Solicitor O•neral Run. Tbe oh•nge wae 10ade becaU!W! of the 

suggestion lhat.. t.his would result ill A number of issues of Government 
bonds, non~old elauscJ which would be givnu io ex~hango for the gold .. 
elau&e bonda--

Thfl CnA I&MAlf. Yes. 
Solicit-or Oweral Uaan (contmuill@). Very omoU in amount. And 

that there ..... not Ollffoeieot advantage t.o tho holdar of the p.-ot 
gold-<:lauoe bond to induoo him 10 make tho excl>uge or all of thtm, 
and whether you would have ama!l ioo.,., whi<.b of oourao ,...u)d han 
to ho quoted on ud>&ll@eo .....,uld have 10 be de&lt in. lt wu lolt 
tbatthero wu DOL eooug.h 'advantage gina t.o cbo~fd-clauae.~ 
hold..., and it wu thought hotter thu we ohould I'''" the pnviloga 
to make the ud>ongo. 

S.natorMoAono. Maylukaauootionf You aaytherearoabout 
$10 000,000,000 of th01eeo-callod • gold~lauoo bonda.': The bold•rw 
or them would .n have the right, •• I tondorotand uu., lo e>cl>ODI!" 
tho .. bondo lor lawful money of the UniiA!d Stateo. 

Solicitor Ocneral Rcoo. Yeo, air. could. illhio 
SeoaiOr McA.ooo. lq other worda, the T,....ury '""'"'' 

...,... adopted, StO,OOO,OOO,OOO of demood Troasury. notal, l~al 
W>rl•r curT'tllcy, to take up th..., bond• bolo"' matuntyf lo 11 
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00[J).UL•U11111 81!01l'RJ'I'II!Il OJ' not 111<1'1'111> ttr4 .... 

eol'ftCIJ Wloo~ l ua trying to pl. aL ito th& ~ elfCIC~ ollhl• "-I 
meoL. A• I aa.id before, it adopled, tha~ .n. Sto,ooo,ooo_ 800 or~ 
bond• now outaunding lnd muurin~ u vtriout timN W'Oilld" be 
t.aken up by tho Sec:reu.ry or tho Tre01ury by the iMu&n<-o of'l'.....,ry 
110W., demand noteo, or logal lender moooy. 

Senator Buncr. No; you would obtAin ••• mon~y by 1M-
an~ of new bonds. 

&ru.wr MoAooo. 1 am aslcinl( lllr. Reed for an ....,..er, 

Senator llAllltLt:Y. f bcglour pardon. 
Solicitor Oenor..t R1loo. am LOid thaL lbtro is • Ull'..,·billion-

dollu authoritalioo tb.L ,. .• now bve undu ll•• Thomuam.oom.~; 

and tha\ tl~ otben • ·ould be W<en <are of by the iaJo of - ub­
ortiea, for whkb thOR> is full leew•y, to lake • ...,. ol the 10 billion 

doii!U'S, if th•L . J,ould bo nee"""~· 
Sonator ADA>IS. Mr. ll.Md, tiWI 8ft)'8 >hoy 1h.U be paid immodi. 

ate!t'. 
S.O.I<ll' Mc:A.Doo. ~rr. Reed, 1 am no\ lallriag abou~ what tho 

policy of the Sec:ret.ary of the TrRanry migbL be Ollder ll•it autbori&y, 

l an1 talking about. tbo e(Jee~ o£ thi.tt power if you give iL to him. He 

ia empowered here LO tllko up 10 billion dollllrs of gold lx>nds with 
Tre01nry not01 or <ur=ey. lie would be entitloo to immodi&te 

paymenl, and ~-ou uy ll1.o holder of thioo bond is noL entitled to ilaow. • 

lf be ealla on tbe Treuury to gin iL to him1 ll1e 'l'ftosury bu &<K 1o 

give it to him. 'I he Secretsry of the Treasury ••ould be bound by tho 
pl'Orereoce of Lbe bolder or Lhe bonds1 and what ar& you going to .P"J: 
witbT You ore going to pay him "~th lawful money ol tl1e Uwted 

Sloatee. 
Now, you aay the itouanee of 3 billion dollua is autborirod under 

tbo 'fhornu a.mendmtnl. That is l~al money, or " printing-pta 
Jnooey", fLif tho press cRlls it. And Ll1cn lf you had to PI!.Y the lO 
billion doll oro, "itb what would you p•y it? If be used thilo1 be would 

h ave to 11&0 7 billion dollars or addiliOOal CUrrtncy in addJLIOD to lhil 
3 billion dollars, lnd tbe)' would have to itoue obligaliont of the 
fuuury in oome form of Uni~ Statee legal ttnder, to tab up the 
bonds illl>ey woro all prueo~ _ ror payment under tbioo .-lution. 

Sonat.or .IJA.RKLEY. Could be not. juue neYl bonds? 
Smator Mc:A.Doo. Le~ ••• b.•e an answu. 
Mr. J . 0. ll•aL.L•. May I ant"·•r that? 
Senator ~!cAooo. I &JD willing to bave o repreoentativo ol tba 

T~aoury .Oepartmtnt Antwer it. WhaL is your name? 
Mr. lhnLAN. J. 0 . i'lorlan. 
Senator McAooo. What ia your poeition? 
Mr. R•~U.Ax . .!Mistant geueral ooumel. If all of ll1e bo~. ol 

th- bonda notes, and .,..rtilicat.., amounting to aboll~ 10 billioe 
-dollars should present th•m to ll1e Treuury lor por.meo~, lha ~ 
ury would undoubtedly i88uo bonds_ under the Liberty Bond Att, 
witbouL • gold clause, raioe Ute money IDd PIIY tbe bolden or th,.. 

bonds tho money that • •as raised b1 tho sale ol otber bondo. 
Senator ~!c:A.Doo. You are t.alkieg about wbat Lbe Tro_,., 

would do or ,might do. 
Mr. HARLAN. Tbit doeo not authorize the ~tory or u.. 

'rteasury-- l 1 "" 1 
Senator McADOo. I om t.alking abouL tho powor tbls C>Onlora. 

Mr. a.....,.,.. This d-.uo~ out.horiae <h. ioouan~ ol at>Y •"""""'' 

Senator Mc:A.Doo. Wby d- iL notT 
S.nator SY•••o- ~Dator McAdoo_. may I ie.......,pL? lf Lbe 

ilouance of currtOC1 11 olmtd.)' authon...t to tha ext.tnt of 3 billion 

doiiAfll, u IUIU!etl~ by Mr. Jleed, is U•ero anything LO prohibit or 
l>roveol tho SOCret.ary !rom Lakiut up these gold ooodo ,.;tb cun-eocy 
lhol is already authorii:A!Jd under uiating law? 

.Mr. HAaw:c. No, not.hiog tO p~\·tnt. it, bu&- the limit. of that 
au&bority is 3 billion doll..-., and ~·e are talking a bon> 10 billion dollars 

h"-o in bonda. 
Sene LOr 'rOWI'I'Bt:NJ>. But. h0 may t...k~ 
Mr. a.._.,.,., Uia auL11ority is linuled to 3 biUion doll..-. und..- tbo 

Thomu a.rntrndment,. 
Eenator &rc1wtat. 'Vhat. is his authorit.y to issue boods under the 

exl!Jtiug 1aw? 
Mr. B.AIU .. A.N. 1 think it. is 35 biUion.t-25 billion11. 
Senator Oone. Twemy.fi.,•e, l Lhink. 
~ator Srctwc• . Tw&aty-fi,•e is the amouoe.f 
Mr. HAJU.AN. -r..-enty·fiYO. 
~lr. Jon>< 0. LAYLIN. H ia not 25 additional authority. IL is a 

rovolviog fund or 25 bi.Jljon outat&ndinif at any one timo. 
~ Senator ST&IWER. How much autbonty is then t.o is&u& tt.dditlonaJ 
. , hood•? 

SenatorTow!<~UL~o. Suppose the~ would not &ell tho bonds; 
then what? 

Senator S•r11W&B. They would hllvt' to i..<;.suo the Thomas moucy. 

Se.nator lloLKLSY. Ae a muuer or ltLCt, would you not. pay ofT tJ1cse 
boodo ,.. you have refunded all or Lhe other Liberty bonds ll1at you 

hue refunded, by the itouan~ of new bonds and aecuriog monty from 

thueouroet 
~lr. H.utLA.N'. Yes, sir. 
Senator llAtUC:LEY. Thero has boen no eurronoy il!8ued to redee-m 

all lb..., oU1er Liberty b()nU.. All that they did was lO oimply 

advance tho due dalO of tho bonds that are involved, and in thia eue 

you would pay them oiJ Uke you have all the reaL of &hem. 
Mr. HARLAN. The holders of tb- bonds at the p,.....nL tim~ are 

not cntitltKI to bring_ them in and dem&nd cash unlil lhe dala of the 
maturity or Lbem. 'rbis would give tho right to briug thrun in today­

advances tho maturity dolO of the bondo. 
The OuAIRMA.N . Then tbio ..-ould adunce the mauuity dato u 

you have advanced it-on other t.ra.ouetioosT 
Mr. fiArU.AN. TbaL ia <:OrrOC.'--
Sonator MoAooo. You hove oot paW oil any or tbeae bonda ""yot 

by U.uing "'11 of tlleoe 13,000,000,000 of Tbomal money? 

Mr. HiaLA.-c. No. 
Stnator McAnoo. Aaw.ole &btt \be &tuation a.ri!;ts •l~mt the 

people do no~ wanl to buy bonds, you eould the~ do th~ '~"'« tbal 
h1u1 boo1,1 suggested, you could eomo back a.ud IS8Ue pnnung .. pm;s 

onooey; 11 noL tbaL right? 
Mr. IL.RL4N. Yes. · 

Senator BIJI.JU,&Y. or ........ ~ou . ...., -urn• all IOIU of - ­
bilities a.od . impoesibilitiee, but. nobody hu done Uaat • . Yt"­

&n&.tor Jlrt·tN'T.IJ. Row practiW it the tuli8Ul1tLHion ~h~" the bolde:n 
or 10 billion dOIIIU'II ol M<!Urities would demand 10 btlhon doll.,. of 

mon•r in 1 day or 2 or a days? 
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Soliolwr General R eco. 01 cou,.., you &N ., good a jud.. 1 
that u 'I am. In my own judS~Mo~ lbore Ia no obllllce of that."" 

0 

Sen~loO[ STcnn:a. Do ;ou COII!true tbia langull{!e u autbori.;"' 
tho pnnuag of any nola 

SoliciloOr Oenenl Rn». No, indeed; UU. aulhorb.es tha print~.. 
or no nol-8. -. 

S.nawr Sn;nrna. Tba~ it m,. uodontandinc ol tbe I~ 
S.nawr B"uLn. Tbe bill would e.utboriu the •ub.litlltion of 10 

billion dollara ol new bond• to raise the money needed oo diacl1up 
tho hondo thRtlll'e involved lwoT 

Solid tor General R no. I do not think it would IJ<'rmiL tl"' isu"'<e 
of 10 billion dollars, more th•n are now permitt.ed. 

S.naoor BaRKLEY. a would DOLt 
Soticiwr Gtottal Rno. No. 
S.nawr OoRL Rere is another trouble about that: You ora_..., 

ing to sell 10 billion dollan~ ol bonds and there t.re not 10 billion c1o11an 
of money in the country. 

S.mnlor BAIIKLEf. How d o you • coount for the 46 billion dollan ol 

deROAiUI? 
Selua Lor Ooa.K. Senatar, 1 mnke lbat point..bot:nu~e I hurd it argued 

that"'" oould not psy th""" bonds becaw;e there are not that ltWiy • 
golddollarwin theoounlrv. 

S.nawr ~leADOO. Ia ibero any autbority now for the S..Nt&f1 of 
the Trtasu~ to issue bonds to refund all of the outotanding indtblocl­
ness or the \10\'emmcnt.? 

Solit itor C1enera1 Rt>:n. Whot wna tbaU 
Senator 'McAooo. h thoro o<ioting authority lor tho Secretary of 

the Trttlsurv to issue bonda tAl refund all of tho oullta.:ding indobtod· 
n.,.. ol the bovernmentT 

Sotiritor Oenetal R EED. I ,.ill hneto inquire about thar.. 
:\I r. LA 'I'UK. There ,..a an amen"-•• adopt«! to the bond act 

changing tho authority I rom .. ha~ it used to be, to iaauo a totalamowll 
o( bond..-.. that wt may issue Treasury bon&, 10 long u there are DOt 
more than 26 billions oulat~tnding. So il in lho hypotbotioal tate 
these 10 billions wore tnkon, lhnt would cret\UI" holo to b6 filled with 
U1ese now 10 billion dollal'8 ol bonds. 

Senator M c ADOO. Now, who ia answering lor the Treasuryf 
TbeCuAtllMAS. Gh•eyourname. 
:\lr. LAtLtll. My name is John 0. L&ytin, IA-y-1-i-n. 
Senator McADOO. And what is yoi.\J' poo<itioot 
Mr. LAntN. lam aloo an amtantgenotal counael. 
Senator McADOO. Now, you have authority to exchange hoadJ 

and }'OUt theory is that undar t.his aet, this powf.r which you •re now 
sookmg to h•ve coolcrrcd, tlu1t tl1o Soorotory ol tho Treasury would 
etther uohaage bonds il he. could, and if he oould notexch•nge hoo!lo, 
that be " 'Ou ld ..U them ond get money to take up the bond• ... ~ 
are p..-nted for pa,.ment hero,. maturityf 

Mr. 1'-'tLII<. Presuma bl,., and law to let th- people who wut 
cub ,.~ the caah. 

S.nator McADoo. Thai ia a preotumplion, or courwef 
Mr. LAfLIN. That ia right. 
S.notor M oAooo. Supi>Ol!O lhoy do pr-nt bonds in lall!• nurn· 

bora, uy, biUions of dollarw, and uk (or paymon~ in eta~ doll on, 
and tho alated doUara are UlO exiot.iog dollarw of ~e Uruted StatAII, 

and tho Trus'l•ry hu no~ II"~ lhom and you Nnno~ sell bondo oup-
1- tl10 oondiUOD Of the market ia SUoll IJ1•~ .)'OU could no~ ..IJ tJio 
booda, thw you eou]d ool comply with tbil ae~ uni61111 you i .. ued 
rurrw<,., unl-you •ued domand LMdor, oould youf 

Mr. L•n.ur. S1&yl RrUMylhnif th- ulli'Miuaumptione were 
.-umt!Cl to be crue, thtn l mC.ht auwt.t u1M." 

Senator McAooo. Why are tha,. Unl'Mif A condition miaht arise 
~hrro you oould not oell 10 billion doll•rw or boudo. 

Mr. 1'-'vt.n<. Cu.t if in th• hypothoticol .... 10 billion dolla.- or 
bonds ft i'O Lurncd m, t.hnro would bo 10 billion dollaN re\\Ter bonds 
OUitiAO<liug. 

S.notor UARKl.&>'. \VI10t be is tAlking about is, il tho P<"'J>lo ol 
tho to~~ntry lost eonfidCll<!e in the OOllDIJ')', tboy ... ould not buy new 
boodo. 

N-natAlt McADOO. I was Seeretary of the T...,a.ury for 8 yeara and 
1 hod to oell a lol of bond• ond ltbink 1 know a little abomthe aelliog 
of hond"-. h is t.onetivable tbll&. if the holdf:rs of bonds "18had lo 
t.X{'h"nge them, dollAr for doUar, in fl tftttd doUanr-wlu't. do you 
rnun hy a "st.a.UWJ dollnr"? 

Mr. I,ATLIN. Ono hundmd doUont on • tOO-<Jollor hond. 

11 
Stuator M cAooo. All ri~ht. That i~ f:'(i,ting money of tlu~ United 

. , Stel8 that. i§ not. convertible into gotd, in ru~y or tl~ Vnitfld 
~tlte8--"printing·pi'MI" money, eome tall h . I do n<>l think it i5 
" printing-prti8" moneJ'. 1 think it~ ~ood money. But, l\eYtrth6-
ltM, ''*"'"is wba" peopft, call il, and W"hfn they want to red~m tlteir 
gold-tlfl.u&e bonds, you will h~\·e to give th~.rn thr~.t sort of money. 
Now, you have got to rAi.sc it. in ono or two ways, either by M'lling 
bond• t.o ~t- t.be rnot'loy or el~ by i!auing f\('W mQDey tor 1h., Pllll>O&e. 
Now, l Aay if l\ condition ahouJtl arise---

Fotoas.or S,:.::IWER. A third y.·ay would be bv taxation. 
Senaoor McADOO. 01 oourwe, bu~ I tnt noi tallcing about that. I 

am talkiog abou•thil bill here. We do no~ provide payment b~ tueo 
heM. l atn talking about the power thot i• rooCm-ed, and I tl1ink il 
is to 1M! aMumed it. might. have to be exerti!le<l, tome condition migbl. 
ari~ whioh would require it to be iltX~rti8ed. H is conceivable thtu. 
llu~ bond market. might not. bo in condition w ab$0rb a IRrge tUnount. 
or these bonds and a condition might Ari&e whtro " very grcM number 
of t h- bondholderw would lik• oo ontidpal6 the moturity of their 
bondt by ba~ the paymen~ made immediately .. lM1 are entitled 
&o do under thD a.ct.. 1 tay, if SUC'h a tondition ari.w:s, • •h$"8 you 
cannol .. u the bond• and noorly all tho bonds in the United Statea 
today AI'\\ in the hands o( tbc bank:ing institutiOn!, or a larp: part. of 
them, and you cannot tell the bonds, how ""' you going to mee~ the 
'-itu'ttion? How a.re you going to exeroi8e the powe.rf. . 

SO~ator ADAM&. You ean pass MOther ect. I"CJ)udiahng tho new 

pronuao. 
Senator McADOO. We could do that.. 
Mr. LAnts. We. et.D answer that, by aa~ng that. il il. wu eon· 

ceivablo thu all or th• 10 billions ... "' tumed in-
SeRawr McADoo (lnl<!rpooing). l l io _.,..ivabla lhal a larga 

number ollhom might oomo in and detMnd ps,.meot. 
Mr. L•nor<. 1 would 61'8L Uko to mate • olat<>m•n~ .ab!'u~ thai 

before A.nawering the que&tion diMCtly. That- is, that tt ll 1.ncon .. 
~ivablo for thiJ ruaon, that anybody who owns one or L11010 bond& 
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..ow who wanla<Ub r;ance~ mort..,. byeelliDg lhem OYtt~coue .. 
than by -~ Lbom. 

&nawr McAooo. You aro ope&king of l.odt.y, bu~ I oro 'PMkioc 
or ilie future, wben tht eomlltion arisM-

Mr. LAtLtS. This authority here eontinuea onl.r unlillllt' firol of 
September. We are confidon~ IbM thotr-r 

Senator McAooo. J?iro• of Septto~>bor when? 
Mr. (.AYLIN. ·rbl. Y•.•r. I~ io ~very sho~ l><lriod or tiouo. 
Seuawr BuLKLOY. Unit.,.!~ eon loo extended from tUolo t.o limo by 

tho Secrow-y of tho Trcuury. 
Mr. LA.YLrs. Tbeoe""' all higber-intercot bonds than thoto •-em 

llluing now. So w~ry few s)OOple would want. t.o tum .lhtm in. 6l'tll 

"hen they know lh&y ••ore going to ge~ other bonds. If lhoy ..... ~ 
cub, they •·ould be foolish not to ..U them, beeau... th<J oould Ill' 
more money. 

Senator McADoo. Th- are beautiful U8umptiono, but oup­
tha• a large number of bondholde111 1'\Uihed into the marltot and wan~ 
to .. nthem, there mighl oo oomething whieh would create a ohualioo 
where they would want to rcaliZ<J upon tbem

0
· do you think the multtt 

woulc.l st.and up against. A gretLL ofJering or overnment. soourilittT 
Mr. LA YLON. Well{ prtl8uonably •bo worsl blow to thoo;c looldoro of 

gold-<llause bends woo lolL that U1oy wero entJIIod to rooolvo $1.69 I 
on tho dollar was tho Supremo Court decision, ond the mlrkol <tid 
nol drop at all. 
&n~tor McADOO. Bow oould tba~ be when Ulis very ""' d•oieo 

them tbe right to "'"""'•r that aroou.nlf 
Mr. LATLL~. On \lou point, if ~ou are thin~ that the poooibility 

of "'ithdrawiQg the right w oue might.-~ a •ro' demand1 • W... 
portion of the P"""" lou ooo\8trued the Li~y '!o!"i opinion ."~ Uit 
day it eame down u having btld that the JOtD~ ..-luttoo oto<ll 
withdrew the right to sue, and I have bad a nom~r of P"'P!• t.tU me 
that they oould not unde111tand why this roooluuon wu bellll! oatro­
duce<l, OOe&US<l they thought tbe Supreme Court had aln-ady iuchtd 
that eolution. • 

Senator BYRNE&. Tho Sonaloroayo those ... ooautilulaiOUnlploona. 
Ia it an """umption that tlJo bonds a.ro oelli~>g lor moro in 1!10 market 
now- -

&n•tor McADOO. May J oonlinuef . 
Senat<>r BYRNE&. You uked Ibis ~otJeman a queotoon and be 

amwered it by oaying be did not think it was oonoeivable lor the 
,.....,n that tl•e hondo would bring moro in the open marltet.. Tlul~ 
ia ooc.an usumpt.ioo, is i\of 

Mr.LA.YLrs. No;tbatloafaet.. . . 
Senator Bva><a. And tbal the intereot was high: II tba,l lD 

ueumP-tion or a fact! 
Jllr. LAn.Js. Thai ilia fact. o1 

1 
Senator Bun&Y. Thio bill will not in any way reduco thled v r" 

of U10 bonds whi<h are now outotonding in the bAnda of ho .,. 
Mr. LAYLI>I. 1 do not ~e why i~ would. ld 
Sonotor B•n&LEY. Thoy could bold all of tbent and thoro wou 

be no inducement lor thom to dump them on the mtu'kotf . bl t.o 
Senator AD.<IIO. Ar<> you •~ aboul that, that taking the riJ! 

aue away will DOL allocl tho market lor the bondaf bood ol 
Senator B.uonsr. Thmo baa no~ been a .W.• brouJb~ 011 ~ 

the United StAtes, bao thoref 

Mr. l.<YLOI I would oayal&JI:'Omajority of U.. p.- misoottst.nlad 
tho hnldi"' or th• S..pruruo Coon. 

Sonawr .-\DAMII. It d- 1101 atnongthon lho aituation any, doea itT 
Mr. LAl't.IN. No. 
&uator ADA»I. 'fo withdraw doe righl l<> tue dooa nol alrength.en 

the aitulttionf 
Mr. t.~AYMH. No. 
Senl\tor BAIUtt.CY. Bas any suit. eve-r bot.J\ brought on a bond ol 

the United St.atea l<> rooovor, although U1o right thooretleally existS; 
hu OJI.fOOdY brought a ouitf 

Sen" tor AoAW-8. Yee; there has betn. 
Senator BAR&L&T. I am tAlking about the brinsing or a ouii on a 

bond. 
Senator .-\DAIIJI. There wu tho,...,. of Pmy • · Uoih>t Slota. 
Senawr B•oou.&Y. That grow out of thio gold el&utO. 

Mr. l..<TLO>t. Not beeaU!O •·e n!l.....t to pa,r in._"" or principal. 
Stnator 8AKU.I!1". No; of eourae not. It. ll theoretically a riaths. 

tbat. hu Misted, but nobody ever exercised the right. and staneG • 
~iL . . 

Senator STIHWER. I would like to ask a queetion about. section 3 
on P"l."" 4. . tJ SfnRtor OOIUl. 1 wtts wondering, lf tl~ey ucwcr ~ave ~o~o 1t., would 
it. not bo rea&Onably snre w lot tbo oond1110n re:m1un II& 1t.1s? 

Senntor lla~cy n1akes the point. t1u1.1 no suit. hu -~ ~rought 
against. the Urulcd States on a bond and 1 wu •·ondenng tf, m v1ew 

of 1h1.t. hiAtory, it. would not.. be jun u well to lea. the right continue. 
h. hu never betu used~ 

Senator AoA.M.S. There has bf.tn one wbfre i&. ~·u eought. l4 lfJCUre 
$1.69 iMtood or Sl . . • 

Senator Oo•c. or conroe, if tbtre is any probability of U<r<IJIDg 

the righ", i~ ought. to be taken away. 
Senawr STEOWER. I merely wanted to .. k Mr. Reed abou~ 

section 3 on page ~ to Bee if I underatand il. 1&. appears to pronde 
that no ap,oropriated money sb.U be expended in the pureh ... of 
aeeuri1 iet1 or currencies or r,he Unit.cd Stlltee. 

& nat.or DA.nKL&Y. W1u~t. pnge tu-e you on now? . 
Senft.tor STt:tWKK. :Page 4, ' 1o.~copt on an oqua.l and umfon!l 

dollar-for-<lollnr bMis.'' HM ecmsiden1tion been ~"en to tb~ proposa ... 
tion whether that. limitation would emb11rNLM t.he 1'rcuury 10 the use 
of the $2,000,000,000 stabilit.ation fund1 

Solitioor Otneral R~ED. ln what. wayt 
&nator STEIWER. l do no~ kru>w, bee&- l do ool koow bow tb&L 

$2,000,000,000 is u.ted, and I am not. •ugpau.ug that. you tell me. 
That iJ, • tonfidential matter. . 

Solicitor O•nerol Ruo. I mil!htO&ythat thit bill.bu ~ex~ 
both by th6 'J'reuury and the bepartmenl of Juotlce. No ob)eci>On 
bu betn rail!<\<! to th•~ clauso b;r tho Treuury. . . 

Se.nator STtfWtR. or course, If t.hey never buy curre~CJ.f!S 0~ OOlDI, 

iJ tho Secretary of the TreAsury ne\'c.r buyt curreneaes, co~1, or 
"!'•uritloa of tho United States he woul~ nol bo !'~footed by th11 ...,. 
bon· but. iJ ho cvc.r buys auoiJ c urrenOlCI or oow& or &eeuntaee, he 
would be •!Tected. 

Solicitor Owuol lluo. No: I do not t~i~k' he would be Ml'eeted, 
evm Alluming that. be v.""Ould, bec.a\IM tl:ua 11 nlcrcly a reqwremen&. 
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OOUJ-Cl,.f.l18a ncvanu!S OP TB& UIUTIO ll' .. ,.. 

~ot be ehould not pay ueep~ on ao equal &6d umlormi>Mio lot .u 
the eoina, <urTOnci .. , ""d securiti .. ol tho United Sta~a 

Sooa10r McADOO. Uo could r>at do i~ if i~ w•r~~ P"'""mtd t. woo1c1 
buy •.. 

Solicitor O.Ooral Ran, Be would ba•ooo a utborily ia lawtocloit· 
be " ould have r>0 authonty. • 

Senator STEIYD. Doe! that bill aulhoriu him 10 do it or c1ooe it 
mean be mwot pay dollar lor doUarY ' 

Solici10r G•norol Rno. h n>eau be muo' POl.• dollar lor doU.. 
Senator ST<tWER. Under the StAbilizatJon Act., loe .. ·ouW hu7oomt 

and st:ll 110mo, that is what it. meane, (IQee it. oot1 
Solicitor General Rno. I am 001 (a.miliar with ll1e Slabiliution 

Aet . 
Se-nator 13ut.Kt_.v.v. 1 do not believe it. do<'t. in coins end oummeie~ 

or I he Unil~d StAt..... 'l'be s labilir.ation lund mi~ht buy !OrMI(D ..... 
n neieo and e<~ll them, and migbl buy gold o11d s ilver and lltlll ot at a 
differen t 11riee, but I do not believe the~·o oould bo any )toggUng or 0111 
currtnt:iea. 

S.nator STEI WER. You do not (Junk he could purohue a dollAr'• 
worthY 

&onalor Bu•nn. 1 do nol think so. 
S.oator ST&I wu. 1 do not know that it d ... m .. n that. It is t 

ahrouded in m.)'ltery and 1 wanted to clear it up, il I could. 
&onator Bnnn·. Uoles& you ..U gold lor dollara, but in that­

you - simply oeUiog gold. 
St.oator Ooa&. Mr. Chairman. I want. to offer an arntndment to 

thi_, etction, 1 believe il. is seetioo 2. 
Tbe CnArR»AN. Very welL 
S.nator GORE. And 'I will slate lbe 8Ubtlan<e or it. or rouno. if 

it is adopted, I can change the form ()( it. 1 would lik~ to inoert a 
pro,i&O or proviiion, at. least, chat where any holder or euth tecurity, 
or in coo l\ftY holder o£ such security or currency @.bould allere under 
oALh lo ft~' le~•l proceeding tl:uu.J,e had au&t-A-inCCJ a.n ftC'l.tl"l damag~or 
IOM, in lhftt. case the oourt. should caka. jmi&diotiou and tlu't hy rtMOa 
of tho ll<lu•l damago or loss be should bo eJJiitled to rooover llR 
ftlllOUHt O( the dl\mR.gO. 

Now, 1 doubt. ar lhc.ro would ever boa praotieal cMQ coming widUII 
Lh&~ provision. 

Sonalor BAnxuv. Would lha• not nullify tJoo "·bolo lhinsr 
Senator Goa£. No, Senator. 
Senator BARKLI!T. That is what. be can do now. He can recovtr 

U bo un ohow thal he ,.. .. acluall,v damaged. 
Senator Gou. :-lo; the content1on is thal he b .. noleufftrod lD1 

damage. The Supreme Court said beca\IOC be, ... dollar Cor dolJ&r 
Ute:re ltu been no actuol damage or actual 1-. That iJ wh•• the 
&!Prtme Cour&> says. Now, you can oonee_iTe a c.&M •·htre \htrt 
nughl have been actual damoges IU!IaiDed. I beard ol a< ... Y ....... 
day where • man made a comn»tmwl in Europe 10 bll.l' oo PJIAJ 
doU.,., Unil4d Stal<ll go:d dollllll, otandard weigbl aDd fi.,. .. 
under tho old ocheme, and bad bough\ $100,000 ..... th or gold ~ 
or had pu\ in c:old aiOrage thu much lawful money redeemable ,. 
gold .with • view .10 geltJog thai gold when the obUgatioD! mat~, 
and on tho meantime ~. weigh\ o! tho dollar .... r6duood and "' "' 
be came to pay he oould not mako his payment with th ... reduoed 

41 
do(l&n. Now lha~ loL I mlp\ ay, an ~a.ry ._. 'Ilia\ may 
be, bu\ it miJb~ b. ..... to pu\tha \ pn>nuoo m to -that11011. of a 
eo<~tlnKt'""'7. •~n II It ohould nev•r arioe. h would .... our r._ 
lllJd ""could aay !hal anybody who bad aual&iotd an acLUal l- could 
go into cour\ and we would ~y iL 'l'bal is lho Ollly poiD\ ill it.. 

The CBAl!IMAM. AliT. q .... n .... or Mr. ReedY 
&!!•tor &A:•'"'!"'· ' eo; I would like 10 ult Mr. Reed in ...r • ......., 

to tlWJ same secuon--
St.nator Oo.R&. 0 1n I not. have a vot~ on that., 1fr. Cheinnan u I 

v.·ould like. to go to "noth~r committee meeting? ' 
The CuAunuN. WhAt. ia itt you went, &nat.or Gore1 
Sen~ tor Ootul. I want a vote. on that. I ha\'6 to go to enotbc.r 

comrnatlec mtetln[l. 
Senator 13AJlKL•lv. He. 'illllntl.' a ~ot.e on th& idea. 
& oat.or &rt:: l W~It. On tho J>rint iJ>le? 
Senator GonE. Yeo. 
The C Ht.UhtA N. All in (1\voror the motion, signify byaayina- 11aye'' 
Senator MeA ooo. I would like to make this •-lion . 1 think 

i~ wiU (lltilitat.e. msLters. I wan~ to suggest. that lfm matkr go of"er 
until Monday. We have not-• •h• """'"'or yMterday, tho t•d· 

It mony, and J wou.ld like to e.umine that te:Jtimooy mJ!eU. I think 
.- , thi! 1.! a very mporun&. matter and my only bope is to han time LO 

go over the rtc<>rd and the Gore resolution. 
SeoalOr OoRE. Tba" would auit. m('. 
Senator McADOO. And we would be prepared to ICl. on Mood-.r. 
Senator GoRE. You will probably finish this morning, will you, 

~lr. Chaimo""T 
Th• CnAJR.IL\1<. No 
Senator Oo•~· I have to go to another he~. • 
Tbe CunuuH. The mauer will go on.r until Monday, Lhal. 
Sen• tor ST~Iw &n. ~h. Oheinnlln, 1 want to ask now again in rtfef'oo 

enee to $t!Ction 2, why is it. neceAAA.ry to include the t"fJerwoo to obU· 
gatiooa guaranteed by tho Uniwd StoW., And 1 am n!Cerring 10 tho 
lao~age in linea G •nd 7 on page 41 

SOliCJIOr Oonornl lt o&o. It is the thoory or tho biU thoro 10 with­
draw the privilogo ol bnnJ;ong o11i1.6 ageiost t he Unil4d SIAtae on iu. 
obligations t.o pay money, and, of coune, it6 obligation to pay money 
"ri!cs jmt u mueh rrom a guaranty *" it d001 rrorn tho M:t.ual 
prorni!e. 

Sonator ST01w•n. Whalarothe cJ....,. of obligations to pay money 
upon wbieb tbere is an exilting guar&ntyf 
. SoiH:itor O<ntral Raoo. I do DOL know that! could givo you a lull 
hs~. Th.e~ •re tome obligation,, I belie,·e, of the home-ownen toaa. 
bond<! thu cany a Oovemment guaranLy. 'l'lu.r. are othu •hill•· 
"""" of the R..,.natrUclion Finance COrporation, ond ~ FedOial 
Fann Lou Board. 

Senator Srmwtt. 1 am familiar and .-e all •re familiar with the 
fact that~ .... are eenain ou .. tandjog honda upon which tho Oo•oro· 
DJenl baa a continj!""l Uabilily, but can you oat 111 whet.lw or nol 
lbooe are payable m .,ld or in any oth.r meaDI \han on • currency 
builT •-

.,. SoliciiOr General R .. D. I helieve moot of thooe havo been re!WJded 
~ 111d they ar. not payable in gold. • 

Sona10r ST••w••· I did not know ol any lha l were payable "' 
gold. That i• the reuon I am inquiring aboul il. 
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Solici10r Oeaorallhoo. l do no• know lor a ')el'lalol\y •htlller 
\hey''""' «>mple~ ftllllldiog oi.IU lann~OtA boot. or ao1. 
~naiOr STcawu. 1 am wooderu~g .. 10 IAe n~.,.;IT o1 iod""-

thil tl- ol -mii>M ia the operation ol ...,tion 2. ._ 
Solid10r Oonenl Raco. There"'"""• or o<iuraa, iA&omabhouUI­

in ila appli .. tion to all obl.iptiona ol lbe Oovommto~ to Pl1 IDiillfJ 
~aiOr .BuLnJir. Tb&originallann-loAD boncb '"' DOII-....i 

by the Unitod Slatta anyway. 
Soliciwr o~o6ral R&&D. Tbey ... ~ relundtd ~~nt.ly. I do DOl 

know whoth•r \bal is aU the gold bonds, or no\. 
Senator BrRJ<IIII. They wer& no~ guaranleOO. 
Senator MoAooo. J suggest tho\ tbe oommiL~ requ .. \ tbe Tlt ... 

11ry 0CJ)ftrlmcnl to sub!Dll to tbis oommiiLM • li•l ol &II goaraoletd 
bond• or tho Unit® Slates now OU\Slandiog, epooilying tl1e vuio.. 

1B8UCA. 
Mr. LAYLIN. We would oo glad \0 do lha\. 
The OllAI&auN. You mean tlt011e bonda on which \~e Oovtrnmenl 

io no\ primarilY liable, but l~ is a contlnf!<!n~ Jiabihtyt 
Senator McADOO. Y... I think we have11 in tho 1ta~meu1 ol U.. 

'l'n!uury uto the ouiA!tanding gold iMuoo and tl>e motu rill,. ollhtm. 
Senator ST1mnR. Mr. Chairman, I am entire17 in ae«>nl •ilh 

the tnJI:IlOIIUOn made by Senator McAdoo, bul the inlormatiOII will t 
be olliltle •alue i&oell, unleoa there is a bro&k-doll'tl aho .. iag lO wbal 
ut•nt if any the oblietions are paya.ble in gold. 

M.r. I..ATLJN. We will do thu; ..-e will have a break-down abowiq 

thai. 
StnalOr McADOO. We know there are 1!00\e g billioo dollara ou\o 

otaodint~, and I think th~ a.re 3 or 4 billion dollanl more in aulllori­
nliona. The rea80n I do not. koow the exact. figure& i1 becaUIO lloo 
lotalJ M) ehan(!iDI! Crom day 10 day. ThOOC! autJK>riz.aliODI, ol 
counm, are created by law and this committee ia fanilliar .;w t.btm. 
I do not know wbal ba.a been retired, and I think that thtro • ..,. 
110ma iMuee upon which the interest. only was ~tarant.Ht:l for a con­
sid~rahlo time. 1 l\$$Ume t-here arc no out.atanding obligations eon· 
noot.ad witll Lhlllill.\lthorUation. 

Sent~~ LOr 13uL~.:Lgy , Thct·o nlf~Y be somo Homo Ownr:..,.,' Lo1m Cor­
po:ation bonda oltho\ ehorac&.er. The holden had • righl\9 redeeto 
t.htm, but. J am not slll"e whether they havt'l ell bcc:-n conv~rtW o.r not 

S.motor McADOO. It ..ill be helpful il the Trea•ury will lun>Wo,. 
that inJonnatioo. 

Mr. LAYLIN. I will have that. in thelonn ol a break-down. ill d 
The CHAift>W<. Tbe Trea.aury n)p.-ntativoo uy tli<Y .. 

0 

that. 
Mr. l.,.TLIN. H•re is a •tatemonL ol the gold cl•- obliptioal 

ouutandiQI oo JuJ.y 1, 1935: 
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~l. l7f.&40 

Fourth Libt.rttt, .tJ~•.1'ourlh "•11~---·······--- - - - --·· ····· 1, 2_.0, 230. 760 

Tf'r:uUJ[ bondt.! 
4h • 1047- 02 ......... . 4'1 U"'4- 64 ., ............................. . . 
3)'{'• 1046 ift .............................................. ___ _ 
3K'• I<M3-41··· ·-·-·············-·· -- - --- --······· 
~J':: :tr-:1: .... :.:::: ::::::::::::::::::::::::::::::: 
3n •• 1046--40 , ..... . .................. ... . .. ................ . 

3'• ·~ 1-$5 ... :::::::::-::::::::::::::::::::::::::::::: 

f Treuu~ note.: · ~~·= t::: ~= t,:: ~··rae---------- - - ------ -----·-· 
2Jr• C..t036 duo A • tt 111M ........................ . 
a'r• A- IN7 due sf"r... 16 10:7····-···--- ------ -- -----· 
3'a B-1037 due Ap/t3 t$37 ..... .................. ......... . 
2)1'a A• lll38 d ... l'tb. t' t_. ........................ .. . ------------- -----------··· 

M.+.TURID. ON' WllJCSlNTIR&ST S:U CEA.UD 

~.=~r:J:o bondt . . ........ HHO 0 0 .... oo o••• •••• ooooo ooo O O 

~~J~:T~'r.::: ::::.::::::::::::::::::::::::: ::::::: ::: 
Third l.lbcr :1 et ............................................ .. 
~·ourth u~r:r·--~ .. ~ ......... · · ·· ··--· · ---· · --· -·--·-· ···· · ·· 
~~~:?..;1~':'~·:::: :;: ::::::::::::: :::::: ::: ::::::::::::: 
CcTUfieA~ or lud~bii(ir" .. • · i ·· ··· ·· ...... ··· ·· -· -----· · · · · ·--
Tre .. ury bUt.• Jtal ·----·························-...................... ~ ........................ .. 

" 

7 68, 0~$, 800 
I, 036, 782, 000 

460, 087, 100 
4.5-4, 113,200 
8~2. 003, OliO 
644, Olf, 040 
818, MG. 000 
7M, 477, 000 

a. 210.111, too 

:164, 118.000 
au. e21 . :aoo 
-llt,100 
8l7, <N,IOO 
602. ae 1. ooo 
210. B'lt,GOO 

2. 871, 40t 400 

852.860 
2111. 202, too 
144; 742, IM 

I , 788,200 
2. 803, MO 

811.7:18, NO 
783,400 

7, 370, 1M) 
9, 810, 600 
.. 842,000 

'37, 7<111 11GO 

TotaL . .. ........................ : ... 10, 07~. 7tt. 250 

1 
Sto

1 
•.t:'r ADAMO. Mr. Reed, why include all obli2atioM regard!.,. 

o •· 1~':'1t.r they are pa.yable in gold or not., under tbii claUMf­
Sol~~r o ... ~ral Ruo. TbaL it e molter lor the judgm•n~ ol the 

<>omnt1Uee. IL -'DOd to the draftsmen a.nd ~ thooe wbe di.seulllOd 
~ matter thaL iL • ·ould be: •iMr to .,.;thd:raw all po-.·er to aue thfl 

Seemrnecn on ita monewy obligalioM. 
~!Or McAooo. On any boncb or cumnoyf 

Sob., lor o ... .ra~ R no. Bonds a.nd currency of the Go•·•mment. 

1 
t••::r Buul.n. \Vha~ i• the mea~ or tbio: That lhe boldm 

nth •• . or eoina or eu,..ntioo ah.U be en tilled 10 oxehange thoro lor 
0 er com.a or eune.ncie~1 
'l~mtll),taa. 
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Solieh.or G.,...) Ben. Tba• it meroly t.o ai•• Iobei lht l'ri'rilep 
of brincina in the money and exthaoc:in& it.. 

Stnator B~I.U.&r. lL says, "for olloer cow or cumocioe "IDQ, 
,...,. be la•full,y acquired." 

Mr L..TLJB. ThaL oubewotiat .. the lonauace in tile -..w.. 
'J'be S..,rotary of tile Treuwy will continua t.o fviJUI bil duty 1o 
maintain ~Ly. 

Senator BvLilL&T. He alroody baa that dut7 u~>dor oxlaling law 
Mr. WYLIN. y ... buL the provioiont or e..i&tinc law proride ·, .. 

1peeific tilver coins, Fedora! notes inLo cur~ney, natillnal·bMk oo~ 
into lawful money, gold certificates, which weN> held by the l'edmt 
Reeerve baoklo, int.o ~ld bullion. 

Senot.or llVLKLHY. Y .... 
~·1 r. ,I..A l'w•. And this Wlios with the provision io tho l'"'"'llble 

JiViOII MSUrdDCO thA~ onybo<fy who h118 one rorm or 0\0ilCy ca~ turn 
oL into another fonn if Ito prelors that fonn. 

Sen&tor BULJ<LJ<Y. So long as he does not uk for goldt 
Mr. L..~t.IN. So long as be dOM not uk !or t10ld. 
Se.oat.or BULXL.&1'. That is the meaning ot Llua clame., " wbkb may 

be la,.iuUy acquired "t 
Mr. L.ul.ll<. Yeo, sir. 
StO&tor Bu&.nEY. Tha• is inu.oded Lo exclude (IOidt I; 
Mr. L..ntN. Procieely; aod gold cert.ilicateo in the.-of-

other than Fedora! Rostn-e banks. . 
Senator Bo•Ll<o.&Y. But I do not- wbat thit addo to tbe ...._.. 

bility that I underotand is already on the Treatury. 
Mr. I.. TUB. IL dON not add very much. 
Senator BvuLcY. What does it add aL aUt • 
Mr. WYLt.~. It adds this thaL " holder or • a.il••r corlific~ 

p...,.umably d001 no~ have a \egal rigb~ lo eoebange It foro nat. 
bank nolo. Bul under this be could exehanl!" tl1U !or a natiOUal 
bank no... TlaL io all. 

S<ln•lc)r M cAooo. Well, lill money now ia leeal Lendar and all 
mono)' i• law!ul rnoney, and if iL io all interchangeable l do nol aea 
that. 1t makes any difference. • 

Mr. LA.YLI.N. AB a practical matter, that~ is right.; yO'r, 11.r. d 
Scnntor BuL<.LIOY. You do not lhink &haL be can d~l &61 

particular rorm or paymen>? For instance, I! a tilvcr cerlll\oaull6d b! 
p,...•nl.ed and the holder want£ silver, you do no&llunk you wo 
compelled Lo ii•• bim silver bul could give him popert . 

Mr. "L..vLu<. No· that. is not. il. He brinp in a tllvo.o: ~to 
and wo givo bim other money. Under t.hia we would do oL, pay bilD 
iD o.oy lawful mono.y. 

Senator BUL&Ln. Can YO\l oo~ do iloiiiiJ'YaYT who 
Mr. L.. '""'· Y •; and..,.• ....., do;nc i\. h ~··• &.be peiOOO ol 

comeo io a rich• that we do iL. We aN> doing tl oow at a ID&IW 

pracl;... • ... 
S.Oator 8Ut.&L&Y. You g_ive him aDJ" othorl&wful m~1 ..,.., 

one he is entitled to. I do not. ... lilat. il m'!l<• ~1 <!ift'.,..,.._b , if be 
Mr. L..YLtlf. He can alao eel lbo OIIAI be. enut.k>d LO, U• 

prefln &Dother kind be may have il. ·-=~- be ...... 
Senator BuuuT. In other wordt, be can fl"l any....... . 

except goldt 
Mr. LAYLt". SirT 
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$mal0r 8Ut.&Ln. In Olhor words, he ean fl"t an}"thinc be wanLa 
ueep~10ldt 

~fr. L.t.YUlf. Yt&. 
Senator 8Ut.&L&Y. And he probebly dca not ......,, that ""'1""1· 
Stnator ST&J•&a. Moat of ihe queatioos we have diteuoaed Loda7 

.,. rather iD the nature of dotailt, and the doubta lilatl had penonall7 
and I am ap8ltin& now .oni.Y !or m;rsdf, bavo been largely .--Ired: 
1 understand l_he rtwolutaon 'belte:r. Th~ aerious que.1ion ltlt in "'1 
judgm_ent, is • qu.,tion of tho. tfreel_the withdrtwal of the r\gbt .. 
suo nught hue upon t1oe publie eredtt o! tho Government, ond with 
all mpect to tlto DepArtment or JW!Iice, thst is A qu .. cion and UoAI 
i• a re&JlODiibility or tho 'l'reu1<ry ond nol of any ollter departmcnl 
ol the Gove.mrnent. Would it. not bo in order, when we meet. Monday 
to iJl\'ito tho SecratiU')' of the Treasury, or the Uode.r Secretary, t0 
como bore juKt. to anwwer that Bimplo question aa to tlJtir judgment. of 
tho effect o! this lllgisl•tion upon tho credit of our eountryT 

Tho CHAmMA N. \VeU, it ~he committee would like to have tJ1at dono 
we can do it; 'fii'O can inv1t~ t.he.m down, 

S\lnotor STKtWEII. \~at do you think about it, Stoai<>r Mc.Adoot 
Senator Mc.Aooo. I do nol have any objoeuon. I do not think 

they can add anylll\ng. I think tho central qu .. lion ia, of oouroe, 
Ute effect. on the credit o! the Unil.ed Sta~ in•·olved in this locUlation 
and that a a tltillg that Con~ bas got LO decide. I do not. know 
lhoL they e&n •nlijbten UIOD that.. 

SenaLor Snowaa. Now, if I have Lo Lake thal noponoibilil7, I1IJ' 
dispooilion is LO vote apin11 thio bill. II the:r •ill take the ...,.poo­
aibility, l do not know bow 1 would vote. I might then vol6 !or 11. 

S\lnator Mc.Aooo. They could not. tab any ,..poD!ibility. The1 
can me.rely upree~ an opinion. 

SenaLor TOWNIEND. I think I would bo glad to ha .. th•m OOIM 

before us t.nd exprMI a.n opinion. 
Senator BYRI<U. I movelhat we in rite tho SecroUiry. 
SenoLor TowNtcND. And the Under Secretary. 
Tho CnAIRWAN. Without objoclion, thai will bo dono, and wo will 

meet aL 10:30 Monday morning. 
, (Tbereupoo1 a~ 11:60 a. m., July 12, 1935, an adjournm•nt wu 

Lakon to Monaay, July 16, 1935, a~ 10:30 a .m.) 
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'"/''Ita l' .. ~ I -,lni 1 , • ., ... ~,oT ~,..... 

'UIIH'I'' tlfl Ull/' j, j,j od 
Jn.ti#JIIJauiJ••t•••lll,rt/ 111••1 ,.....; 

I ~ 1 oh I J till i . 1/. .U1' Plio' Nu"l' \tt l& ,...; 

H !U .n•ul '•t·h· llHIIhi'll ,..,., ... fl.ll ) ,., r 
·'-!n•u,.,u• ~··hn •• t/, hf, ur J• !"''«' 

u ~ ·~I ,~r ·.~Ju l • .,111 .u u~· I I 1 .. ,nu~1•• ''''Jll) 
m u O&·OI J• tUl~H l ,: I ~Jul. , 1.•1in•1 I ul n~ll 

• 

WJTHDB! 'WW9 TH~ BI9B')' TO SUE TBK UNITED STATES 
ON ITS BONJ\S A.ND OTHER SnriLAB OBLIGATIONS 

.XOJI])•Y, lVLT 16, 1986 
1 J I k 

u Ul"lTED STATES SINATB, 
OdatM..PM"CC Oll BANUNG AND 0uRR'E"MOY 

Wathi-ngton, h. 0. 
Tbo commlti.a& met, punuaut to adjoUJ'lliDent on 'Friday July 12 

1935, at 10:80 a. m~, in Roou> 301, &nate Offie<> Building S.noto; 
Duncan U. ~'letcbor pi'O)Iliding. ' 

P .... nt: ~nator Fletcher (cbalnnao)1 GIILI!8, Borkley, Bulkley, 
Oore, Coatigan, Bym.,., McAdoo, Adams, Maloney, lladclilfo 
Norbeck, Towi\IMd and Ste.i,..•er. ' 

Tho c .... nUIAl'f. tho commit~ -.rill p\U!O como to order. I hHe 
a tel~pbono m_. !rom Socnt.ory Morg<ntbau, ....,.;..ed thlo 
moi'Dlng, to the t lfeet that ho bu boon out of . the city .moe l01t 
Tburtday and only ~turned thio morning. Ro reeeived my r<queat 
to appear tocla"/1 in pW'Iuanc:e of the committee's action or lu&. 
Friday, but aai ne bad not had time to consider the matttr u yet 
thal bo ,.., preparing a Iotter, which he hoped would be do•·n he,..; 
by half pest 10 or II o'dock. 1 intend, u ooon u that lett« io 
roc:eived, which 1 bad hoped would be be!ore thi.o hour, "' subrrut it 
to the commit~ and lot the committ .. then decide whether they 
want. Secretary :Morstntb&u prteent. lo answer any quMtiona or no~. 
H soJ we oould bavo him preeen&; tomorrow, 1 take it. h. is now 
5 minutes ol ll and IIJO letter bas not boon received. It may oomo 
before we IU'O roadf to adjourn !or the day. 

Mr. Coolidge, o couno, will not appear unl.il tho Secretary dooa. 
I will ,.,. that I roocivoo • letter !rom Senator Moore onelo•ing • 

letter !rom Mr. AlbertO. Wall, ol Jersey City, N. J ., and I tJ>ink l\1r. 
Wa\l'aletter ~bt be made a part o! t.ho record. So.mc of tho mem­
bem or t.ho c.ommitteo.migM rUd it, if you wish it done. 

Senator TowNUNDI T will road the letw, which is aa !ollowo: 

BoD. A. u .. au Mooaej 
S..O.. .(r•• Nw h~•~· . • 

U• iUd &4tu s. ..... lfoo/t-o, D. C. 
JdT Dad 8u .. TOa: Jo rcfeteDftl: to Senate Joinl. ~utJon 165, jo&nt .-.o:a .. 

tlill wftbdawlnl \be rfcbt &o .- Lbe Utdt.cd Su.ta oa Is. boa& or otbtr .. ...., 
Clbli& ·done., .. Lbe UU. put. lt., \be wSde 100pe ol atdioo 1 k YttJ' eYick:al. U ..-. 
lean ou.t oer1ala ot t.be u~ a..u... [L woaJd tbu reed: 
\ .. SIIcl2..< Aa)' OOMtOtwblM tbe l:i.Uted.&.Ma may have ~h"C"o &o &be ..nloa 
...,.,. il ot &AT ri&hl, prhllop, .. . po .. r • • • ...,.. .. , bood. 001<, 
~ot lDdeb~ ltiMUrf bOI, or cll&ber lliJall&r obllp.tro.. for tbe ,.. 
pa,.._lof _,_,.mAde, t..ued., or IU&f"\etd b7 tbe Un.ikd S~.au.,Ot, • • • 
... 'tf'Uticlrari. •• • 

O.W:.a, "'..,_ ~ J.anaut.&t tbe ei"WDI would have no ri3M \0 erd'Of<!l • 
PtomJ..e by the Oo•emm.e.nlln-n.pect ol the teel.tritle. mened to. .. 

Y oun Yt.r)' &ruly, c w 
Aua.n . ""'"' 

. 7 
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OOLD-CLAU'BI 6lCU'&JTIE8 Or Till UlfiTID ITAT. 

The CKA10II.U<. Th" letiH will be made a port ol tha ._nl 
F\u'lhNmOre, I rocei,...d this mo1'11ins !rom Mr. Bernal4in oi 111o 

Tftao11t1 Departmen~. iA reaponoo LO aomo iAquirioa thot .,.;. modt 
tho other doy ol rep..-n~tivoa ol the 'flul11t1 Depol'\mtllt wt.. 
yerellore, aaut.omenubowi11g ~ eontii'C11Dtli~l>i~tiM (\1 tho Cmw 
81&~ u ol luno 29, 193S. TWa .... ~~ pvao tho iAiormatjo 
"Obllp!ioM wl>ith oontoiA the 'BOld tiAUie', none.• Thn~r.,. ~ 
eootillgent obligatioDll ol the Um~ S~t ... 

S.,naLOr 0LA ... Whol dooo Uie st.otement show! 
Tho CIIA1R,.AN. h shows as 19 obqatinno .,·bich do oot eonl&ia 

tho gold clou\!6 ond which ore gllaranteod by the Uoitad Stotea .. to 
J>rinoipolnnd iotoreot: ~'ederal Form Morf«sgo Coi'J~ratlon, $1226· 
699,400; liomo Ownero' Loan Oorporol.ion, $2,647,342,976; n;,..~. 
Btruet ion ·14'intLitto Corporation, $249,771,667. 

Then, u t.o obligations which do not. oont.ain tho _gold altmiB but. art 
guoranwed by tho UniLOd States as to int.ereot olll.Y: flome Owoen' 
Loa1\ Cortmration, $701014,550. 

Ao LO ohligotioM which do not aontaiA lho gold olau>& but m 
i•uod on tho credi~ ol the Unit.ed Stat"": Secretory ol Agricuhurt, 
note8 secured by cotton, $45,000,000. 

Thi• •how• • total-ucludiAg the guaronteG<I intoroot on Bome 
Owncro' Loon Co~rotioo ob~ga\io...-ol $4 ,107,714,().12. t) 

Tbet a~t.ement "iU be mode a par\ ol tho ....cord. 
(Tbe cowpleLO &tottment ia here printed iA the 1eeord, OJ IOllo'lrl!) 

c..ti•"' lt.Wi:W. •I 1M u,.UtJ &..t• • ., •I J..,. a, 11'3S --ObUpUon.t ttbkh 4»DWa the ~old d.a\llll........................ Nc. 
ObUpt.iont whkb do not GOot.io the sokl dau.ee: 

1, (iur.ranteed by t.be United St.su.. u to prindp.l ~d lo-
t<-: . 

(o) Ffderal FArm Mort.p.~ Corpon\Aota: 
3 ~N:~eot.bonda t~4-4a .. .... --···-·'"··· S2t7,6l2,700: 3}. per«n~ bondJ of JOj4-64 ... ..... • • ...... ... 08, ~ 700 
3 _perotlll bonds or 1042-<17 ooHO oO. OH 00 ... 88J. ~~~ = 
l)ipercent.bondtof 1931. ............... '"6't ""600 
2Y. percenl bondl of le42- 47 .. ........... ... . -··_..;~_;&,:..6$:.:-;'·-

"''otaL ... . . ......... ....... , ......... . .. . ... l, 2241 690,400 

(b) Ro.ne Ownan~' Loan CorporaUon~ 
3 -n\ bont~t1 .. n .. A,.1H<-62 • • •••••• I, 115, llt1,a.l ~l'l .,._.,boo.., ....... u, 1113!HO •• • •••• I, 047, 036,=: 
tK pttttot bond., ._nee c. taaG.......... 49, ~-
t H percent bonds, .,,a D, I 037... .. ....... 41. 632, tOG 
2 -·• t>oodo, oerl .. E. 11138... •••••••• _<!- m 710 
IK ptteeni bondl,lltt'iN )', 1031 ........... _• :;•..,.::::.;:.:..;~ 

T-1... • . ••.....• ...••.. ••••.•• ••••• • '-MT.I<t.lll 

(t) -· n...- ~IIDil; 2)(.--·--E, 11116--· ······ a.,.,_.t ...... -O, tNO . ... .•• -··· 
2 puoeat ~ .ne. H, 1N7 .......... : • •••• 

.. ,.,,,.7 ...... ..,ua.oat 

To~---······ ······ ·····-··········· 
, ... 77~f67 

t 'l"'flUU•• ~ 

Oooh-'~'"' ., .._ u.IW .,_ .. ., J-•· ,_ .. , .... 

ObJipt~· ---- ~ 0..,..-b,_O __ u iOI-ooJr-
(a) u- o.n-.• ...... Corporalioo: • ~ 

(

v ~ .. IIA-41. •• ,. ___ , •••• •• _ (111,014,660) 
, .. O'Ho- • .- boodl have beto eaDed for 
r«~m>.,uo.. ... Jutr 1, 11136.) a. ........ OD ..-.dlt of u.. UldMd ~ 

Ia) __ , o1 Acftad1.,.., ......,.....,... b1 eouoa.. .._ ooo. ooo 

T01at • .-thtdinaiWta 2 <•>------·············· 4. tS7, 714.042 
The CuAnuuN. Doell the oommit.tee desire to "·ai&. ror Ll•• lett.e.r 

!rom Socrotol')' Morg<;n/hauT 
Senator ~~ALO"&Y. thi~k wo ohould bavo something de6nito 

before wo fLCt. on tbo joint retOiution. 
Senator $1-Ji.tW,t;H. ~r. CluUrman. why not. adjourn aL tWJt Limo 

lll\d thN\ you ean c~dl us hack laler, tomorrow or twen Lilla morui.ng 
if tbcro is Limo1 

Senator TowN8C>ID. I tbink ~he St,cretary ol the Tre .. ury ouib( 
lo oome bolore tho comrnilleo, or a.L least. a.o Unde:r Secretary of i.bfl 
Tr...,ury. 

Senator MeA 1)00. l ~hink Wfl ought LO adjoum now until tomorrow, 
lllr. Chaim>an, il the"' ia •ny reaoon why • rep,_.~t.ivo ol tbe 
Trtasun· DepuuueoL rartnoL come today~ 

The CnAUUI A!'f. 1 .~ .. •ondering if th• mHnbera ol the committee 
.,.ouJd want a ~r,rtWntath•e of the Tru&u.ry Of!partment. to comt~ 
alter you get the etttr whirh i1 promised, and which may contaiD lhe 
inlormal.ion the mtmbeNI ol th<>oommillee doain. 

Senator A DAM& 1 think tho Seeretuy •·ould be ,·ery we:Klome. 
Senator ~JcAooo. Y8; and iL might be necessary lor UA to uk him 

50lUO q UtAUODI·, 
Senator 8T01WI<IL I think we ought~ have aome support. for thio 

l'fSOlution. The only quftJtion involved in a big way •• the matter 
or IJio crodit ol Ulc oounuy. The Departmeot ol JUJit.ice did nothing 
&fi\'0 to urge Oac 1(\;Rlit.y or the withdra'\r.tal by the soveroign or the 
right. or t-ho powor ~lltOj And that is a m&t.t.cr thati»HOt.(JUetLioocd. 

Senator MoAooo. Y(lll: it ia a legal matter so far M that iJ con· 
(C!rrtOfl. 

Senator $rKJ wJ:Jt. 1'he lnAlt<r ollhe witbdrowal by tho oovoreii" 
of tbe right. to IIUO is not. a 0111t.tor ihat is questioned W t.hia WWl,ry r 
a.nd baa not ~ <J!JNtioned in this country ror 100 ytal'l. 

The Ol:l.u"AMA.K. NOj the queetioo is the effect. upon tbe ~retHt. of 
t.be counLry. 

Scootor STa1wu. Tba~ it tho big question iA•olved huo. h 
teems to me that thilo ia a ..-lutioe ol the Treesury Oepartmeol and 
oot or the Department ol J111tieo, ud, therelon~, that we ought LO 
h<&r from the ,.._ury Deportmeoi-

Tbe Cu,u1UUJ(. lA \bat tOlllleotiOD 1 -.ill 8&1 that the OeportmMt 
or Juatioo inlO<- me, by pboae, they are loolciDit up the qu<olioo 
or tho hi~rieal motion ol the whole aubject, 6ut have not yet 
finished thn atudy. They are (Oing through with it IUid hope ~ 
have i~ finished 140;1•.Y, ond doubtl..,. thit stUdy will eome in.• little 
later. They p.roa_naae t.o aend it. down u soon u tbey ba,•e 1\. com· 
pleted. 

• 
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S...aiOr Oou. H Ia reporU!d thu 88 ptt~:Mt of the p- of lbo 
COWllrJ are for this dooiog of the d.oora to lui-., IWd tblt 62 '*""'~ 
.,., agailult it. I ohowd like to hne \bal. put iJI the reeoro •boo lbo 
mat~r comM up. 

Senator B.anu. There is no trouble about It if you ,...., 10 
get IOIDebocJy to .stir up some let~. If YO'! are &OiDc lO ba<t 
totters from one oido or t.be oth ... , you ••• -ly got oom.bocir10 
propo.pndiz.e it. They atleo&t lll1gbt ~t10methi0« out ol it 

S<nator Oo••· Well, there is "moral iotue iJ>volved AI to wi1oU.et 
we obould repudiato wiiAt t.bo Oovemmeot bu uid. 

Senator tlAKCLIOY. l do not 8gret with that. 
S.motor Quos. And tho Attorney Oe11eral does not 8e<m to b. 

in ~rott.Cd ln the nlOr&l iSSUO ~ft.t. Wftt raised hcrG in the COillmittee, 
S.n•tor McAuoo. Mr. Cha•rman, ! suggest that wo atljoun• until 

tomorrow moming And give iho Socrel3ry or lho Treuury an oppor­
t-unity to "1~JWtlr bc.Coro the committee. 

S.nator Ou88. Sur>PG"" we just adjoum to tho call ol tho t hoir, 
Senator ST•<WER. I unden~tand that the Committee on Al>propri•· 

tiona will meetthio afternoon at 2 o'clock and 10m• or the members 
or this commiuee are also memberS or that conuniuee. 

The Cn•t&MA:<. II it io 8gr0Cable to the membora ol the eommiu .. 1 I will call a moetin( alter v.·e receive the letter from the S..~tary o t) 
the Treasury. It ,.,u ~robob\y be here .,.;thin a few minutes. 

Senator McADOO. All right.. 
Tbe Cu,u RWAN. The eonunittee will now adjourn, tubjecL to lhe 

call or lho ebair. • 
(The,..upon

1
at 11:10 a.m., Monday, Jwy 1&, 1113$, the eommit ... 

adjoumod, aunject to tho eall o! the ebair.) 
(lmmodiately following the &diournment or the eommiu .. tho 

following letter was roeeived from Secretary Morgenthau. lly diroc· 
lion or the chairmon it is lObe iruoerlod in lhe record.) 

TUA&tJ• "( Oan•••·nu:""'l 
Wt'W&i"~' J 'lliV 16, 1$1. 

M 1 o.,,.K M "-· CaAitt.•uw: J h1we )'OUr leUer ()f Julv 18, In wble.h you tttend 
on hel111f of tha &-1\ate Committee oo Bank:i.niJ and OumuoY .-n lnvltatlo~t to 
tlre.tl\\ lhl.! 'YIIi'\\·11 of the •rn.-...ury ])epartn'l.ent 1'1Lh rc.pecill W Stnale Joint 
l~hl\lon No. tM. 1 unden.ta.nd tha~ th~ AtiOnHlY CeueMI hu 5ln'llttlted lO 
you Lho reNOnl of general policy for the propote:d tuWatJon aad th•' JoG 
de.Src from moan e.xprea~lon of my opinion eoncemhlJ tfia s•rotlf.bl~ t lfed oflhe 
tteOiut.lon llpon the Go•emment. eeenritle. markd. , 

t tanno\ _. Lbat there w\11 be aay ootl«labl• dfee& on the OovermGeel~~ 
e~tl\ or prleu ol «'Cutit~ by reaaoa of U.e p...a.8e o' Lha. tt,.Oh11lo.D, w""' 
b«au~~e of lhe ft.e\ th.a\ tulla on bondl would be ba~, or by rtiiO; (I( ~t: 
oft'n- Lo pe.y at par ror a lhort period of Ume tho 1old<\a.U_, OOt.cll. ... "'" ,_. 
Pmidtnt rorwankd \o •tat Conpne hil ~ oa ttu. ftlb}td wre 
00 weakMM In Ut.• OMemmtn\ bood IIUU'ke\; oa tho eoft\lal1o \Mte~:::. 
aa Ml•uee. 'T'h p kt daue bond ... by rtUOn of ~· f.e\ \hal \hey -=- pd. 
ol la\t1'fll atlo\-e 111ote nOW ~· aze edlm. tOUide,.t;# UMrt• '*• 
btnft, trill no\ be offered by t.beir boicie'n al p&r. taMSt Th~tnJ it ao tmplko:•Uoo ln the reeolutloo o£ a ~or ,.....,.,., ......, 
~ &o ~,. prtudlJal aad illtfftoal. iD f\tU • Oov_..meat ~\.kiM. '*' m. 
~·::...~l := ~:.:~.:tt:..."' .. ~1 .. fl.":" )>o1<krO ol 
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WITHDRAWING THB RIGHT TO SUB TIIE UNITED ST ATRS 
ON ITS BONDS AND OTHER SfMIL!R OBLIGATION 

WS:Oif'I.8.D4 Y, IVLT 171 1035 

UrHTt:D STATES SEXATl!, 
COMMITTE£ ON DANKlNO A..~D CultR£NO\' 

Wa•hington, b. 0. 
Tho committee mot, pu.rauwlt. to lldjournment on }.(on day, Ju1y 16 

1935, at 10:45 •· m., ut room 301 Senate Office Building, Sonoto; 
Duncan U. Fletcher P""'idiog. 

Prtlllellt: Senators Fletcher (elulirman), Glass, Wngn<r, BnrkleJ, 
Bulkley, Oore, Coetlgan, McAdoo, Adams, Malonty, RadcliiTo, 
Town.seod, Carey, and Stci~·or. 

The CnAtJuu.N. The committee will come to order. We ~uNttd 
tlat the SecJetiU)' of tbe Treasury and the Under S..""tary appur 
this momin&! _ SOme mtmbtn of the committee. de!i.M to ask tom& 
qur<tiona. The Auornty General and the S>iicitor General are both 
.,........ So thu I tlliok we can di!po;;e o( aoy questions that may 
besubmiutd . What it the ,..;.h of tbe committee! Do you wi!h lho 
See...tary of the Truaury first to make his statement? 

Senator $TE.IWER. U the Secretary desires to make a atattmtnt, 
1 wunte he t6n do h. But. [ would like before that to cell auention 
to a letter from tho SeereLary of the Treasury. 

The CnAtRWAN. That. ia already in the record. Now, what. furtbt'r 
questions do you de&irc t.o Mk, &nlltor? 

Senator STr.IWER. H tha Secretary desires to makt'l a stAtttntnt, 
why, or course, the comtnitt.eo would heAr that, I assume. If ho h"~ 
no further atawmoot. to JtubmitJ 1 should like t~ as.k hirn 801H6 

questions. 
Tho CnAmw.u:. Mr. Scerclfll'y, do you desire to make any rurlher 

statement than that. rn1~e in your letter? 

STATEIIBNT OF RON. HENRY IIORGBNTHAU, 1R. SI!CRBTARY OP 
THB TRIAS~Y OP TRB UNITBD STATES, WASHINGTON, D. C. 

Secretary MoaoENTIU.u. \Vh_,·, M.r. Chainnan, the only thing I 
had prepaml it that lett.•r whiCh I .... up on ~londay. I .. ould be 
glad to read it if you wilh me t.o do so. . . . 

The CnAIRMA>I. That it alrt&dy in the record. I thonk ot 11 u.n· 
necessary to read it unle. the committee de!ires it to be ft•cl agtiD. 

Senator STotwu: May I proceed, Mr. Chairman? 
The C&AIRVAH'. Y•· of cou.l"'e-, proceed, ~lr. ~~tor. . 
&nator Sn!tWJ:II. ~fr. Chainnan, !ODl& of mare mte.rested tn the 

llOSSible effect of thia propeoe<llogi!lation, Resolution t55, upon tho 
refunding oporaliona of the Treaaury and upon tho credol of tho 
Government. 
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OOLD-CLAUBZ S:ICVBtn!S OP TR& UNIT&:O ITA-

('an vou advioe mo in opproxima~ figuros, il you do no1 batolbo 
e:xatt ftpre~, the amount· of t ,\e refundina: optratioot that 111 
pl"'t'titndy an view! 

Srcl"flAry MoRoENTHAU. Sena~or Stei•·er, we have called the \uc 

of tho fourth Libtrtyw, wllicll OU10Wll to about a biUioo and a qoam1 
tor th10 taU, and mat is the only refunding oponuion whi<h is un~ 

w•t· Senator STttiWEK. And for how long A time will that. be true! 
Se('I"CtftrY MoRot.S'1'J1AU. \\ ... ell, there are no-
Sc>nltor 'STet WER. That is, whc.n .,., .. ill there be Another major opera~ 

lion or lhnl kiud? 
Sr('I'Clnry MOHOENTIJAO. There aro no otbcr~. 'rhueOII<'1utles the 

rf'hmding of lJ:•c Llbcrtys, which with theso wHI be 1\bout-­
Sentlt.or S1't;IW&ft. Wbnt. is t.hat.Y 
$(\(rctury MonOCNTIIAU. 'l'h.a.t eo1leludcs the ,erunding OJK!ration 

or ft i'OUild $8,()00,000
1
000 that WC have dono in the lft!t yeu ud 1 

half. 
&nl\t{)r STJ&W tm. \Vell, or couno that. is inl('re!liug, but 1 do DO~ 

want, I mn.n as tar as 1 a1n concerned, 1 am no" trying to develop t.be 
occompli•hmeuiO of the lost year and a hair. I t.m rather look~ ~' 
inlO lbe ruture. \Vbat is the situation ror the out. year and. b.Ut w 

Se<reury ~looocsTuu. Well, on gold noi<'S or oth<r noi<IT 
Stuator STEJWt:R. The $WJ1 total or all the financing. I WUH to 

get • aencn.l pielu.re first.. 
St_..crttary MoaO&:O:TitAU. For which period! 
&-nator ST~IWER. 1 should be VN'Y h.appy to havt \'OU aMwt r lhll 

in tho -..y that is most. illuminating to u~, Mr. Sc....rctary. and you 
kno"' bec.ter tha.n 1 as to that. Either Cor thi.s pending fi~al ye11, we 
will say, or ror the next year and a halt. 

Soc"'t•ry ~IOROENTUAU. If I remember rightlv, and Mr. Coolidge 
will ('()rr'('et. me _l think for t ho balance or the (lill codor yur we bl\'t 
roughly Moun<i $0,000,000,000 coming due. . 

8e:uator ST&t wt::u. And how mueh ot that. would be o. rcCundmg of 
olJ ohli~atioul'1 

Scrr('lnry MonOt!S1'11AU. or that n billion nnd n quorter "'oulcl be 
rourtb l,ibcrtyo. 
~nnt('lr STcawr.n. Yes; thnt l~ one. immedinlll tal!k. 
~~ttuy Monot.sTnAc. Yes. 
~nater &rttWHit, Is LO meet that ull. 
~rfte.ry MonOESTIIAU. Yes; to meet thtl t. ull. . 
Stnata r S TLI1\'I!R. Bul or the to tal or 5 hillkml', 110~' nturb or l t, 

appro>.ima~ly, "cmld be a refunding of all old obligoMc,.T 
St-c~tan Sfo~tc •~~"THAC. That i..; all old ufundin~. 
N-nolor S Tt.l\\ r.R. That is all refundin~t of old obligalionaf dolltrS' 
S«rtta.ry ~l on<a ... ~TtiAU. \Te ha,~e got. about 6 billion 

\\(lrth or uturities toming due bet.-.·een no• - b 
Stnat<'r llARKLE.f. Ho-.· much of thal is lont ti.'Ue. and how uaut 

ahort 1imt, of that 6 billion dollars! . c.bi< 
Stcret•ry MoRa ENTUAU. Thal 5 billion eovers a ., bo1fl ytar, lD 
~L h 

Stun LOr BARKLEY. How much is &hort. time paptlt, and how mur 

lon~ limo? , . d ll•"' 
lndor S..'Crctnry T . J . CooLcoot. There are nbout 2 bclhon ° tb• 

••outeln.nding bills'', as we cnH them, coming due C\'N')' wec.k, 

OOLD CL.AUIII 81t0t18tnlt8 01 T:HI (JYlTJW 8TA'f'U 

10 .-1 hem~ about 2 billion, be addition 10 lbat, lbe llbuty bondt, 
about .-hie!> ~~ S..rela!J' tpoke, an~ Ibm lb...., notoa whkh run 
about half a bil!con •.• • 1uno, ,m. first.,.. •• ~ming due in n..-ber 
and tbf'n there ll •n .. ue oornmll due m April and another in. June 

Senator C• «P•. Did you .. ,.2 billion dollars a monlh? • 
Under St<rtiAry Coouoo•. T wo billion of bills; 60 million con•inc 

due eaeh ,roeek. 
Senator CAREY. ~:ach week. 
Senator $1'10WilK. What I meant was new financing. 
Senator BARKL&r. rou do not. mean 2 billions· 50 million" ••eek 

•·ould be only 2 billioruo. ' 
Under Secretory Ooo"cno•. During the 9-monlh Jl"riod tho Iota! 

is sbo\lt. 2 billionJ. • 
Senlltor llAttKI.flY. 'rhcn il 1 uncle.rst.n.nd you correctly A billion 

and a qunrtcr or lhiR 5 billions iR represented by J.,~.iber~y;.. nnrl tha 
other 3Y. billions would he rcpn-&ented by short,..tenn note&? 

Under Sccret.ary COOLJOOt:. By the bills nnd these not~s maturing 
e'·t.ry 3 or • months. 

Sent~ tor ~fcAuoo. ln Treasury biUs and in notea, all ahor~ti.me 
P•Jl"r! 

Under Socre~ry Coot.IOOC. \\'ben I •Jl"•k of not .. , they nm up 
to ~year m1tunty. 

SMtator SY'IU we~ No"'\ in addition to the S billions of refunding 
of old obligation•, bo1b ahort time and loog 1ime obligations ol •ario\11 
tYPf'S, bo•• much of the ne••opet8lions • •ill d1ere to be t.o meet defiritaf 
£D other won:la, ••i11 there be additional new financing? 

Secretary Moaor..snuv. WtU, · ·e tstimate on the l)midtnt'e 
budg"' that there is • defidtthi• year of .uound 4 billion dollArs. I 
mean the&. is ""'bat. bls budget. m~ said. We wou1d have to ra.ise 
suffitieot Cundw to mu&. that. 

Stnstor ST&IWtlft, ~"'our billio111 you mean Cor tlt~ fiscal yen tndin,g 
Juno 30, t936! 

Soc:rotftJl' MOROENTIIAU, l93G. 
Senator STtllWttlt. So that it that estimate works out to be rairly 

accurntc, the tot~ll r"f\1ntling opcmtions of all kinds, old and new, 
will bo upproximftlcly $9,000,000,000 ror the [>OndinJI fi,.,•l yenr? 

SC!:erc111rv Morto~NTHAU. Thot. is tq>proxim.Btely raght. 
Senator 'S-TYJr"rr.n. 'rlmt.. will be our problem, st.atad in genert•l 

terms? 
Secrctarx Monot:NTuAu. YeA, sir. 
Stnalor Snnwa;R. Now cAn :rou tell tbe committ~, Mr. ~r&o 

tary, bow much or thlt. will tie rumiAbod by tho bankers of tho 
country and how mu~h b1• otberoT , 

Sem.tary Mono•xm• u Well Senator, "'" oft'er th- bella by 
diffet'f'nt methodt. Some ·go to \,.;ken, some go ~o inveAlon110mfl 
go lO iosul"&&)()6 tOmpe.niee, tht: general elA..>l:S of mve&:lon. I you 
•&I!L the figures ol tM Oo,·trnment.s held by benkt-, 1ft: have thoee 
a<ailablo. 
. Senalor Sr&IWE.R. ~o, not. perticularly. I ~,-e ~n thOR fi.curM 
10 the put, 1 m•~ly wanled your oalimale 10 vee•' of Y'!W' pu• 
e~rie:ne6 u to the amounl. of l.bi! nine billion proD<Ji5M fun~1n,g aha&. 
will be provided by lhe bank• or the country and your ~lunate u 
to the Amount thai ~ill bo provided (rom all other aour-. 
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Secretary Moao•xrw.u. I would oo' be abl. ~ AQfwer lba' qu-. 
t.ioo. I do DOL k.oow lhat. Tbi!S6 are DOL re&iaw.d lfWrilico ud 
1 do nol know wbo the uiWna<. holden are. 

St..uator ST~t••m.a. What. is ,.our &..'tperit..oee with the operatto. 
thai you are canying forward· aL ll•is momen11 wbu po~olop o1 
W. money ;. beiQg furoisbed by lhe benktn~ .ua wbal -1&£0 br 
the othenT 

s.trecary MoRo<xTUAU. Alii know ia lbaL • ... .,.. ~ weolfood 
SGOO,OOO,OOO worLb, duo in 4 yearo ood 6 mont.bi, paying tl( 
pe.roent. inl4!rolt., of ieeurities and thoy were ovenublk-ribod ILUd • e 
made 1U1 aUounent on tho basis of 17 percent.. \Va know tlla\ the 
d()ll)ond wu auch, was so grea1., that R man wbo aubtcrihM for ~d 
wnnte<l $10,000, go• $1,700. Some o! thC>OO •rc lum,dled by doot., 
oomo ol those IU"O l>nnd:ed by tho bonks Cor Lbcir ou•wmcrt, ond tll!ao 
aoouri\iefl nre not regis wred. So \\'O. do uot hoNO IUlY way or knowina 
who tho ulLirnat.o ownen; nro. AJJ ¥.'0 kuo"' i.s tbaro wa.a a big dtmand 
ami \\10 hntllo rnnke allotments. · 

S..nator ST&IWER. Would it be true~ sny thai 1bo only rcuo~blt 
buis for making lln Nli.tnllte would be to take iulo oonsideratioa 
ouUitanding i88ueo and the percentage tba~ is held by banb and tbo 
pereentagc ~haL i• held by olher$? 

S..~tary ~'l oROENTDAU. We know !rom the Comptrolltr'a rtpon 
enelly whu poroentage of securities is held by. lhe banking iaat;. 
tutions. 

Senotor Sn:•••o:Jt. Yes. We do ba,·e lbooef~gu,... Tboto! ...,.,.. 
t11 ti'\IC!, you bav~ those fJgUres; but lb.&~ doee DOt. quite &ni~tr ~.J 
quee.tion. ls that. about the only be.Ai3 you baxe for allm&~ 
the portion o! cb• new issues whicb •ill be t.okeo by tho baobT 

Sotretary ~l ORGESTBAO. 1 would soy the Ol\ly way that ..-e ..-ould 
know is by whot P.roporlion tbey now bold . We eanno~ kll •:J>&L 
proportion they wdl ouy, on fi<:COUnt of thO method of dlitnbU'-· 

Senator STEIWI:at. nus that proportion varied Bignifiea.ntly in the 
IILit. .)'(!ftf or the last 2 yean;? 

86crcttlr,V MouO&NTn.&u. Not in tho IMt year. , , 
&mawr STP.IWEJt. 1t sotms 10 bon roirly Ri<lbln J)l'<llJOOIIIOnT 
Scc~t.ary MonotJ~Tu.Au. The proportion btU& been remflrkilbly 

even. 
S..notor McAooo. Could you nol teU by the allolmcnlll Y~" rna~ 

~tr. Secrchlry what proportion is taken by bank8 1\nd flnm • 
indh•iduals! ' . 

Se<r•tary MoRGENTHAO. Well, S..Oator Mr"doo, you Wlll r~m~••· 
bf:r wht:n you were Secrcta.rV of the Treaeury, you aol your. f f~ 
in Clonmm<nto, you get yoU.. banks which buy and they pu~ '/::" 
onlen, and bow much th~y tum g,~er to tb"tr cuetoruen . ..­
mu<b th~y k.,.p, ..-e do not know. We have no wax of lmo .. ,og ~ 

S.nllor McADOO. I und•rstand tl1at1 but wboL I .,..,.L 10 ••Y ~ 
that so tu u the Treas:un· is conee:meo, you do k:oow wbal> lti1()Wl 
of the 500 million dollan. "'as ollottecl to lhe bank& and corporo­
t.ion&---

Sotretary Moao&sm-'.o. Y .... . . 'd loT 
Senator M cADOO (continuing). Partoeral•ipa, and md1vt uo 
Sr<retary Moao&NTH~u. Yes. 
Srnator McADOO. Tha• is what I om gelling • '- . do 
Sfcret.ary MoaaE.NTHAU. But who tbe ultiu1tl.le buyer 11-, "''

6 
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Senator McADOO Exutly. 
S«rotatY llloao&I<THAU" And lhooe tbaL eel u og!'lllo. 
St.oator ~lcADOo. I unde:l"'t&Dd that-, but wba\ Sfnator &eiwer it 

uring 10 pi 11 io lhaL the ollotiDMIS WL ,...... made o! lho 600 
million doliiU'II, would give oomo iocliealion o! the distribation o! tbo 
bondl. h would not be abooluc.-ly O<JC:urate, but it "-oald indi<ac.-. 

The C8A1R11Aif. Do noL tb8e banb fonn syndieotea! A bonlt, 
for iMtanee, ••ill have a liat of ru&tome.n: on ita boob, at.ting how 
nl.ID! bond• they have. Those CUiltomers will teU the ba.nk, .. I want 
so rnony bond.s or thit ;.ue "I and the bank will then ll.kft tha~ OU1. 
and add thtan alt.o~ther and bid for 80 mauy bonds, no&. for it.Mif 
but for t.h.OBe cuetonul'ra, •nd thf'n thAt bank wiU ronn A syndicate 
,.,.ith o\hor banks, 1\nd t.hnt.. ayndicatc will buy chis i.sst~a. You cannot 
t(!11 who i" the n1tJmoto owner of tha b<mds. 

SemLU)r McAooo. or cour&o t he Sef'rotB.ry of tho Treuury wwnot 
tt ll thnt., Mr. C lu•inntan, nn<l thBt i.! not. M.r. S~iwer's int1uiry. 
Whllt. he w.•aol8 to know i8 whllt the allotment wasJ how many bond& 
.-ent. to ba.nke, how many to pA-rtnerships, hoW many lo oorporationa, 
and bow many to indivitluals. 1'hnt, or course, the Tftuury un 
gh·~ Ul. 

S..telary MoRO£:<TDAU. I would be v~ glad, for your rtcOrd, lo 
take lha" reeeut. iMue a.nd ha,·e it. looked lD.to and find ou&. bo._,. thtt 
allotmenl.8 arc made and fumdh it lor your reeord. 

Senator GLA18. h . is not-, I im.agin~, difficult. to ~I • ·hat amoun&. 
or &b~ bond.!t have sone uhimaw-~y to pri."ate. in"f"estorl. You t t.n 
c.U that by .,....n.ain•l\1: rrom the Comptroller or the Cun-.ncy wbn 
pm-entogo of bood• ouboeribed for ~moin in lhe bands o! tho banks. 
Stno~r Ooot. or this lu~ bolf-biUion~ollar issue or bond• or 

~·hich you 1poke, how long a time do th~ bonds ron t 
Setrct.ary M.oRO&N1'HAU. I bet: your pa.rJon Senator Ooret 
S..nntor Oo• ~- or thi• t .. t liall·hillion~oiiar isl!uo or bond• or 

v.·hicb you spoke, how long a time do Lhose bond$ run? 
Secretory M onOKNTHAU. I s till CAnnot be.ar you. 
SenatorDAnKL&Y. li e RSked how long do these l .. L boll-billion 

dollars or bond• run? ' Seerel1~ry MonoesTnAu. They nan 4 years and 5 month!l. 1hey 
pny 1n percent interoat. I think it was tbe lowast. tba~ l18ve I)M.n 
sold recently. 

SenR.tor BAltl.l. ltY. 'Vhen hoods n.re i:S&ued you know ~ha~ are 
allotted to the diflcronL buyero, to the Imnk.o and otberwt8e, wh•L 
percentage of any i.!eufl it turned over to the banks, no maUer how 
di!trihutoo 110 thaL you would know •hal perwntage o! ~ny par· 
ticuJar i!!u6 .. ·as tum~ ove.r to the banks for ADJ purpose, e•tbtr for 
their own holding or lor dUJtribution to others! 
S..~tary M oHO£:<TIIAO. We ha<e the nam"' o! tbe people ~ 

whom this 17 pe.reenl allotment .:u made. \fe ba~tl thoee na1nM 
•ad .. I My, [ would be !dad 10 give thai. . . . 

Senator IJ..\ .. ltCL'CY. You "\a,·e no idea wiLhout looking toto 1t wh.&l 
proportion • •ent. to banking _institutions? . ~re.tuy MoRO&~ItAU. Nol. ..-ithoullooking into u. and, u 1 u.y, 
«en ir I did hove it it would be miol .. cling bec•uoe tho bonk• COD 
buv for t.beir eustool~l"'l. 

Senator DA•n•Y. I und•l'lltand. 
Senator MeA ooo. 1 do noL think the So<:ret.ary of tho Treuory 

«1uld jtivo you Lho ultimate di•tribution or tboso bondo. 
:!21~~1"1" :1-i 

Regraded Unclassified 



58 
Senator Bu&L&f. or eoune oot. 
Senator McAooo. All be can give you is t be ollotmellt. be mode. 
Serultor B OLllLin. Tho Secrowy did MY be had 1101110 611\1101 1114 

how man.r hondo,....., held by the bub. llhink tbu would 11o 1 
p<M1 idea, 10 pu~ tba~ in the roconl rigb~ b~re. 

Sei\AIOr COf!TIOA>'<. Mr. Secretary. ......Dl ...s.. or ao •• ...._, 
bonda do not indicat.c ao.y impainnoot or the Oovernrueot'o ttedi~ 
do theyf 

Se<Mtary MoROE.•Tu&u. No, I would oay quite the oootrvy 
becauoe tho prieta or hondo lor about a yOir o.nd • hall now ha~ 
been otelulily ..U.ing, and the yield hM been ateadily going don 
So, alw .u. tho only thing WO bave to ·~U is. piooe or JliJl<'f against 
tho eonfldencn in \bio country. And, M I oay, tho J>rite hAft beeft 
going up olcudily, and lho yield hao been going down ttendily. So 
J would "1 thut. it f!lhowe in somo meuure 11to conRde.neo lha bond 
buyor hM m hie Government.. 

SooaWr STt~IWEit. Ou that. quc&l ion, would h. not. bo UlwtrAth·e 
to dioeuM tho ,,~ re<Mt is.-ue, J think i~ w .. 00 million doll..., 
that wu put out JUSt yeo~rd•y,_ wos it not, or the d•y before! 

Se<rttary M oooo><TUAU. 50 millionJJ. 
Senator Sni .. '£R. According to tbe new•p•Jl<'r aooouot, the ... •' 

COJ>led bido nwged in price from 99.118 10 90.9~~. I ......,.. tl>o " 
n~-.:11>1per atory is correct. 

See:ret.&ry Moao&:or...,HAU. I as&ume so. 
Senator STcnn:a. And that ,.·ould indi<:awo an intereo~ thal •aried 

from $0.026 to $0.059. Are those f.gures corree~ aloof 
S«reta.r:r ~loaoE%\"THAO. As 1 remtmbu, in thit Sue • • IOid 

y .. c..rday, 1t r•n for 9 montbund the *''"""" wu 0 .05 ptrconl. Y10. 
Senator Sn:nnta. The a,·erage was ,..haLt 
S..retary MoaocKTtuu. 0.05. 
Sen•IOr S'l'EIWCR. 0.051 
Sccret.uy MOMO&NTRAU. Yes. 
Senntor BARKLEY. ·rbat is one-ball of I poret.nt..t 
Secretary MoKOtNTR.AU. No; one--balr or a mill, ooo-twoutieth of 1 

"~~ . 
Sen"Wr Sr~IWER. Tho thing that int.crcslt mn is that it vtmcd from 

0.026 to 0.059. . -·' 
Sooret1-ry ~1'onO&.NTHAU. The reason Cor tbBt. is '!0 n.uclloncu. lbem 

off 11nd tho priCCI! they bid wore that mnge. That 10 tl.•e low and tho 
high on tho bido, you -· Tl•cn we avnmged them. I lorcct that 
amount.. 'rhe total bids usually run four or five timM that. amoun,. 

St-nator STEIWER. Yes; and 1t. say1 the tot.al arnouo&. wu $249,· 
998,000. d •• 

Sf.crt'tuy .M oaoE.STilAU. Then the low bid 1fAI one figure an we 
high bid wu the other you p,·e, you-. and the ••UIIlle we r• the 
60 million for. We naturally take th6 loweat int-I bid. oooH"ooo"'­
aged a O.Oj rate ol intort'Sl lor the Oovommen•IO borrow $60, • 
for 9 month.s. 

Senator STntwER. W eU, thi80rtiole dON nouay juol thal, Mrd ':; 
utary. lt. does not. say the low bid was a urta.in UlOUDl an 
hi•h bid waa a certain amount. 1 will read wloat it .. ,.., b' ,~ 
-~'The aocepled bido"-tbis doea not include tbo rtjecled 1

....­

" The oocepled bids ranged !rom 99.98 10 99.9~5." . 001 
Se<retary MoROENTUAu. Well, J think I am corroot, but •.I lam 

Mr. Coolidgo ean correct me. 1s iJ>At not lbo way il iiT 
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Under Secretory Coou oo £. Yea. 
Soerotarr ~!oao•'>:H"U. Tbe toW ol applieatioos, rougbl,y, $260,· 

000,000. The low pnee o.nd th.e hil!b I'~ uef· •·to, and "o take 
we lligbMI, "'" take $60,000,000 at tlio higber.t bi , and that "'eraged 
to the Oo,·emment1 ap.in about O.OS perceoa. in~rtllt.. Now, that. 
may bo I ... , part of the rtf•-· They might bave printed juat J>Ort 
oltheroe&iO. 

Senator STwnn. 1\'tll1 the ooly point I am '!)'iog 10 <lear up io 
.-betller the a<:c:t.pted billll di!<looe the range which t11e newspaper 
lndicatcs and whethtr there were other bids at a higher interest rate 
which were no\ ACCepted. 

Socrctt1ry ~·roaO.:NTIIA\t. That. is truo. ThnL i15 correct. 
Senator STEIW~tl. \'{ho.l j_, tlJflt range or the unaccepted bids! 

C•n nny ol you !~II .no? 
SccretJ~.ry 'MonoeNTUA U. Do. you rcmctnber, ~fr. Coolitl.got . 
Under SOO.retosy Coot.JOGY.. T nc,·e.r P"Y tmy real Altcntaon to tho 

bids wltieh we do not. aocept. 
Se<rotary M onocNTIIAO. I could find out. 
Senntor STEtw.:n. Cou you tell U!l wbetl1er the o1lu•J' bids were 

!igt!ificantly higher tlum thC!I hialtes.t. bids that were acoe.ptedt 
Cnder Ser.rotary CooLtooc. '!'bey run very close. 
Senator STIU~'KR. They nm ~lose! 
L'nder Seaewory COOLIDGE. They run .ery close to the high .. t rate 

a«<ptod. 
Nnator STatt• £11. A11 tl.t biddtrs' <stimalcs or abe «fit are rtaiOD· 

ably unifonn! 
Under Se<retary COOLIDGE. \' .. ; .. dioclooed by th~ bid&; IUN'Iy. 
Stnator McADOO. For &bort·time paper! 
Senator Sna~·a:R. WeU, this is ror 9 months. 
Sec:reuuy M oROit:rrt1'11AV. Incidentally, that one you are reading is 

the all-time low, certainly in recent times; 1 mean tbM the Oo,•tm· 
ment bonowed money. Aa far .a T know, I do not. know when Ute 
Go,•emment ever borrowed at that. 6gure before-. . . • 

Senator AuAwe. I think you arc pretty safe an snymg all-tHIU), 

wilhotat putting any limit on it. 
Sooreu~ry Monot:N1'11A U. [\\lUll. my two colleagues. or (ornwr $('c .. 

retnrics, mthor to eorrcct me if laun wrong. 
Senator MoAnoo. [t .. is rt•rtninly lower than any rMB tltnt tho 

Treasury wAS ahlo to obtAin when the World W"ar wM on and when 
J wns secretary. . 

5«-ret.ary ,t..loROENTJIAU. \Vhen l ftppoor before theoomnuttee thftt 
bas two form~ &\C.rctt\ri~ of the Treasury, 1 must be rAther cardul. 

Senator 0t.AII8. What l would ~ke 10 flod outr-­
Senotor ~l cAooo. We ue not ogm. 
Secretary ~l oKOR.STUAU. Oh, no. . 
S.nator ·oL,U. Juot what J would like I? fiDd out .. :o-hethtr.rou 

do or do not think thalthe ptnding ....,Juuoo '1-lore Ibis comm!ll<;" 
• 1U help tho credit ol the Oonmmenl and m JUSt •bat ... y ,...u IL 
help the eredit ol tho OovemmeotT . 
~retary Moao ESTHAU. Senator Glass, to ans.-er your ques\.lon 

di.~ec:ti,Y, fint, 1 think there are two questions, a.re there notf 1 
thmk 11 will hel11 tbe ertdit ~r the Oovemmentr--

Senator 0LA&a. To notify the crcditon.or the G~,·emmtnt thAt. the 
Government r('tlervcs the right. to repud1ate tbe mdebtodnto? Do 
YOU think thftt will help tho credit or the Oovernmont! 
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Secrol&r1 Moaot~'TouiT. IJ I may $0 batk to ,..,ur ori;inal !\'*" 
tion, StnalOr, you uk~ me did I thin~ i~ ~ou!d help th4! <rcdit of 
thf oo .. mm•nt, and If so, how. I think It ..... u htlp tha <r«<it ol 
the GoYftllmtnt

1 
ir I migh\ in my . .. .,. way .. ,. u 10 why 1 thin\ 

it " oukl be h•lpml 
The CnAIMMAN'. Yea. 
Sf<retary M os OE,"TIIAII. The re-.n l tb)nlt .it woul~ be hflplul 

;. th•t it ,.·oulrl I"CCliO»e the posstbility which 11 h••lll•i o•er the 
Ttoaaury O( tbeae potWble suitS, these possible IUita bonging 0Ytr tha 
'l'rtllsury. It. is oftt.Urftlly a sou.rce of worry to me. 

!'enolOr AoA"•· TbO!lO suits are bo&Od on obligntiooa which tht 
Su1lromo Court snys tho United Stoi.M oweo? 

Sec._1rotArY Mono ENTHAU. NowJ if you are going t.o get into Sup~nu 
Court. miH't.cffl~ l think 1 will hn ve to--

S.nntor ADAM&. No; I lllll talking about tho T roaoury. 
Scerotn~y MouO&NTnAu. U you arc going to geL iitt~ whAt tbe 

Supremo Court hns done, and what they anid, I hnve got to ull lht 
no. 1 lawyer, the A tlOrney Oeoeral. 

SenAtor 0 L.ASIJ. I just want you to answer my qutstion. 
~retafY. M OROE.NTHAO. Yea, ~ir . 
Stnator OLA-88. As to why you tbink it ~·ould i_mpro\•e the rrtdit _, 

ol tho OovtmiDent to lormally by s~tut• notily tho erffiito,. that " 
the Go\·tmment. ffif'-n.~es the right to ~pudiate ita i~debttd~ 
thertby implying that the Qo,·ernmeot thinko thtrt 11 no morol 
tuq)itudf! invoh·ed in repudiation! 

S«rt'tary ~loao~STH.AU. 1 can o~lr..repeat what I ~id, u ~ undK· 
t.tand it and t'-at. 1c Wtth the ~l1hty of ~~~ 6\11~ .. han~ng onr 
our htati,, ~ ith som~ suits now CUed ana peodio~, i• t. ~nnot hf.Jp bul 
bt • 10\U'('t of >A'OrT)' t o me beea use 1 may never kno"• JUit. ~"' mt.nr. 
more e.uitt " e may ba,•e. \Ve may ha,•e 1 de1ugt of imt.t, and ,r 
CongrrM teet fit co pas.q this lcgislauon it N'J\10\'~ thnt. 
~nMor 0J.A68. 1t. removes your worry? 
Se<_.rttl'rl• M o nOESTIIAU. Ytts, sir. 
S.notor ·a ... ss. llut does it remove tho wony or tho pooplo "'bo 

Oll\f con~mpll\te huying United States &()('urities? • . 
SorrotRrJ MouoF.NTIIAU. lf 1 underotond thi8 1egi•lntion nghtly, tt 

MiU stty~ thnt the Unit.cd States Oovemmcut. wiii J>AY "hundred c·enu 
on Lhr doll•r lor •II ita obligations M they 1811 duo, h' 

Senator BARKLEY. Do you think tha~ •oybody t<er heug_' 1 

bond ba5ed on thn righ1> be bad to sue the Oovernmen\. lO eollect ''' 
Sco<rotary Moao••..,.•• o. T would noL know how to answer that, 

Senator. 
Senator 1lAHKLF.Y. flu anybodv bad to t~ue the Oo,•emment to 

tollO<L any or it• bonds, its outatancliog obligations? 
s.. ... tarv ~IORO£>...,.AU. :-lot that I koo"' or. . 
Stnator llARKLCT. R<'g11,..Pes& or this right to bring.·~"· ('o~ 

could ddeat collectioo at any time by roru• iog to authonxo appropn­
atlons for the ,purpo&e or paying ita oblit)ationa! 

Set ... tary ~IOHOE>..,.HAU .• All underotand it. ·' t)!o 
S.nator Ow.ISJI. Some on~buodred-odd people hl\·e """" 

Qo,·~rnment, ha'·~ they not? ld I••'" 
S.nat<lr ll•nncv. 'they ho,·e sued ou tllio particular go -<" 

oblllt•tion. . • bolo,. 
SonMor 0LAIS8. Exactly. Tbey nc,•er bftd oCCUIOO to auo 1L 

t inec Lho foundation of the Government.. 
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SeeretA.ry MollOCSTHAU. 1 ~o not undenuand there 1ft that Ul&DY 
,Wts. Tlte Attorney Otntrol "' hero and be ..,. atate. But I du ooL 
undt,.tand the"' aro any 100 suits pending. I o>af be wronK 

Senator G~...A...U. I do not. know 1 ha,·e just seen iL 1n tbe nt.....,. 
P"l!""' that approximatoly 100 auita ba,.,. boon inJtitut<d. 

:soc-rotary MoHOl'TIIAl". The Attorney Oen..-.1 rould llllliWtr that 
boll« than I oould . 

The CuAIHli.AJ\ . Will the Attorney Gent.J"al am•·er that1 
Attonlt.Y OeoeMI C"t~auusoe. ~Vhat is: the question? 
The CuAut.WA.N. How rnftny ~~~~~~ nm chere pendin~! 
Attorney o~nerlll Cll)Ht1N'C8. 1'hE're are t wo pending. Them arc 

quite •• number thre~ttcl~ed . 
SenRtor ~fcAnoo. ~1 r. Secretory, l undc:rstocxl you to lAY a 

mnmc.nt ngo I hut r('lr the fi i!!Ci'l yrar 1936 your refunding OI>Crfttion will 
approximnle $9,000,00tl,OOO. 

SccretJlrV M o no&N1'11AU. Yes, sir. 
Seootor ·~·lcAooo. lnclud~l in that is tho Liberty Loan 4}i's which 

h••• bocn called? 
Sec.rctary M OKOENT UAU. Yes, sir. 
Senator .Mc:Aooo. Clllled ~tbend of muturity. The Oo\·emment. 

bad the right to u1l them. 1'he:y are not yet due and the Qo,·un~ 
ffi("Dl dots not ha"e to (all them? 
S«~tftr\• M oMOENTRAU. Due in 1938. 
Stnalor )lcAooo. Now, this rtSOlution, the pendi~ l'ftJA)Iution, 
mtt~ !Ome&hing Hke, u ~·as slatfd hfre the other day, .omethi~ 
tik• 10 billion dollora ol gold-<'lauae bonds imm<diatelyT 

S«rttan• MoKOr.~'TttAU. YN, sir. 
St-nator ~l cAooo. 11 that in addition to the nine billion doll liB llu.:L 

~ou expoct to rtrund d uring tho 6ocal nar t936! 
· S«retan' M onOI!STHAU. \Yrll, I wifl gh·e you the figt.11'8 u I ba,•e 
I hem here: ln ll1i' ytAr, 1935, th~ra is a billion 278 million of t'IIINI 
IAbortys. Thooc are the enlr bondo "·hieb fsU duo. Tb ... l•m t~lk· 
ing t~bout now ore gold honds. 

The C nAutMAN. -Mny I Ask right tl1erf't }\fr. Secrct.ar.''• you Ju~,·e ft 
l ight to enll tho$<!. nnd whelt will the Government probably J>"Y in 
inL<'rt'5t. on those bonds? . 

8«-retnry Monoi')NTIIAV. Well, nt the rotc \\'O ho,·~ brcn gomg, I 
would Bfl)' lhRt ohout. 2 percent, somewhere between 2 lUid 2X JH'I"C'Cnt. 

S.nator McAuoo. Those ore enllcd lor payment? 
~retan• MonO£N'TIIAU. Yes. 
~nJJtor '"M cAooo. Rut not in gold, you do not e:cpeet to pay them 

in !!Old l! required by the bond• ? 
Setrctnrv Mono£:-."'''ttAC. ~tay I answer your other queetionT 
~nator ~((:.\ooo. Yf-1', sir; I want en answer to tha~. . 
~retery MoKo&sTnAC. On .\ pri1 16, 1936, there .. ,u be 659 rnd-

lion dollars worth of 2'4 notts eomiog due. ~o .. , thMJt are th~ only 
gold dause notN coming due. • . , 

S.nator llvLnr.Y. Wltat is tbt total or the gol~ ~- obligaUOMh 
.S..:retary ~IOROF.,"1'11A0. On• billion 278 million t1f:Uod rour1 

l•btrtyo, and S$9 million or 2'' nott8 c:o~ due on ~P.ril t5, 1936. 
Stnawr ~lcADOO. Thlt i.o •bout one billtoo S00 million dollan ol 

gold obligationo? 
~ret.ary ~fouO£N'TtiAU. Yes, sir. . 
Sent~ tor ~icAooo. Which eome due dunng the fiscAl year of ID36f 
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S«retao• .M oKOE...,"fUA.O. Yt'S, air. 
Senator 1\lc~. In addition to thai, if this .--lutio~ "•~ pa-.1 

you ba<o 10 bilhon do!Ws ol gold claWIO bonda or obb,atillou 14 ~ 
rolundod , is tba~ correct! 

Tho CU1JJUI A!<. Not in addition . 
S«reu.ry M oRot:.sTDAU. No. 
S.notor 1\lcAooo. 1 am asking lor inlonnatiou. 
Mcrec.ary ~fonor.s.oruAO. No. lf 1 may go O\'tr my attpt onee 

f'"Or'C, for the balance o£ this fis.cal year WC l'•A\8 A total ADlllUOl of 
ob\igatiOUA coming duo, approximately Of 5 billion dollar., aod bu. 
ing our O&tim•a.tct' on tho President.'" bu~get we would ~1ave to ra.~ 
unother 4 b•lhoo dollo"' to meet dcfie•l8. So thoro •• • totlll ol 
oblig<llions coming due ftnd oe•· moooy rllisod ol 0 billion doll•" 
of wl1ieh thc.ro tu·o. llPJlronmat-ely ouo billion 800 u\UHon of th0!16 i~ 
gold. SrulllQr ~1t.t\ooo. I sec. Now, th.is rcsolutiou pro,•idel for 
immf'dial~ly Ulftturing of all outstnnding gold cltUI.SC obli~l&liOnl o[ 
the OoHrnment. 

Ser:reta.ry ~tORO&STIIAU. Yes, sir. 
S.nator 1\lc.\ noo. What is the total amount olauch obligatioM! 
Sfcretary ~IOKGES1'fiAU •• \11 inclm,h•(>, or exc:ludin,.-
S.n•tor ~l c.\noo. I am excluding the linancinc you ho<o jll!t 

de«ribod. 
Secretary MonoEsTu•u· U you exclude th• one billion ti;bt, i1 

bring>~ it down to approximately eight billion dollaro. 
Se-nator ~tcAooo .• \ bout eight billion twoT 
Stcretan~ ~1onocxTH AC. Yes, sir. 
Senator ) l c.\ ooo. And the effect ol this resolution ~·ould bt to 

malurt lhrtt dehL immediately! 
St-creury MoROr.NTUAIJ. 1t would give--
Senator ~lc.\ooo. It gi,·es the holilert or tbeoe bonds the right, 

t•nthlf!l th~m to the right t.o demand immediate p11yment. 
Scc:rettlr.f ~lonOt!NTIIAU. At tOO ecnls on the dol1or. 
Scnlltor Mr.Aooo. l n currency, but not gold. 
SN"rctnry Mo~toes-Tit AU. Yes, sir. 
& nntor ~lcA ooo. Although thev haven gold obligntion,tl .. y )l'ould 

hn\'0 to fiiCtcpt payment. in eurren'cy. 
&cr<'tary ,\lono"NTRAO. Yes. . 
Stnotor )lc.\ooo. '!'he point that I \\OUid like to t;<>l oeldtd •• 

my O\\ n mind is t.bi::i: H you gh·e them the righ" to dtmand Pa.Y!J1t'~l, 
inunt'diate pa.ymenl. as pro\·idcd in the resolution, the pm~u~pt1on 11, 
and the purpose of course is to ba\•e them dr1no.nd immrdtatc pay· 
mtnt ~.,..., you want to ge~ rid ol the gold .. lause bond!. Is thai 
not ril;ht f 

Secretary Moao&.~THAU. r\ot ot«'SUJ'ily no. . 
S.nator 'McAooo. I suppooe y ou are bolding o~t lite wnpta:: 

or i.nductment to lhem tO ge.t immediate paymwt an cumncyra 
than to •uit uolil tho maturity olthe notes or bondaf . 

Staotory MoROC"TKAU. 1 would not .. y tbat tbat ,. .. ~ lhJ; 
mary puf1>086. Tbe President'• m.,...ge ouUinN th~ pu~0 

bolter th&n I can. I cannot improve on tho Preo•dent • rn~ 
II yo11 ure to have me ~ad from tbat, 1 will do 10. You ba,·o 
tl1at, undoubiAldly. 
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Sonator McAooo. MY. wbolo point is 10 know ..-bat is lbe lmro&­

diate pui'JlOI6,. or ·~t IS tlu~ pu~, of anticipatinx lbe payment 
ol t.._ no~ •m~lodlltoly, wh•~h will ~uin a •·•ry IUJe rofundiog 
0~uoc, ead~ lD cuf1"e.Dty or to new hoods. 

Secretary M o•o•-'"TIIAU. tr I may road !rom tho Preoidont'a m .. 

~r MeAooo. or <ourw. 
Secretary M oao• rmtAo •• May I read from lbe Prooidtnt'a m'"""l!''f 
S.nator M oAooo. Outllnly. 
SecretAry MORO£N1'8AO. This~ (rom lhe. President~& ffit"'l&gt: 
1 r«""OUnend, 'hC'I'f'fOre, the l"ftAtt:.rMnt of leddation •hi~h wUI mah ~IC!ar 

lbat i~ i• our n,.ed pOlle)' to eonlllme to 1n.'*~ tht hondbolden o1 all our aeeurfU01 
tqually &Jid unilunnlr. Lo •lford any l1older of any IIOid-ehuiM .eoeuri\y whq 
tl!lnkll he eould ll)' auy Jx.t.lbllU.y IU.I.a.ll\ lUI)' LoN h' die fulure, an ops>Orlunhy 
\o snlt ltluaeelf luunt<lr"\l!ly tn n I)OIIfHOII to avoifl autb fut.uN IOM. •nd to l'f'nl0Y4'! 
tLili>C'Mibilit.y or 1111)' lultt dclll"nOO to ltAtllJ~r the Co,·emme.nt In &dmJnl•t~rintc 
tbe publi.o tleht. "nd 11'1 ftu"ncillJ Itt ordinary And emergency cspeodltul't'l. 
Mo~ •vecllitaJl)', I rooocnan~ncl the Immediate enactmwt. ol ~atlon ll) 

tba1 -·iU •uthorl•t~ an't dlrte\. the tsecretary of tbe Treuury, at. t.he r(!(juN·t. ut t)14 
'!w)ldtn or ,uld<l.aute MCUritltl ot thfl Unltf!d States, to w..ke p&ymeot Ulitrtfor 
ill eub, dollAr far dollar. with aeerut!d lnt.m.'llt---

Senator MALONF.T. ~lay I uk a Q\Jestion? 
Senator Mct\000. Yts. 
S.na~<or MALONEt. DoM lbat not reltr just to gold-eta ... 100111' 

ities! 
Secretary M cr.O£:CTHAU. You are right. 
S.Uator :\I•LONRY. But the bill takes in .U bond! and coins and 

notes and eum:ncy? 
S«ret.en• MoRO~ST'ItA.u. Yea. 
S.nator )I ALO~ aY. Bu~ you go mu<b further than the P....;don.-a 
m~! 

Set-rotary Moao::.NTII AU. I ho)Je I have not. 
Senator ) { A LONEY. ! mean the bill does. 
Sec-retary M o ttOCI'>TIU.U. lf J may hfl\'O a minutej I do not want t.o 

make e. mistt:tke. 
Senator McAooo. y ..,. 
Stuator BULKLV.Y. Thoi'C are two different thiogs. Tho bill 

withdnw& ~ho righ t to euo on Any obliguion, whether it. is a go1d 
e1auso ohlig~lion or other ob1igntion-

Senator MAWNEY. 'l'hl\t. is the poinl. I am n'laking. 
Sena.tor B Ul.ttJ.Y.\", The portion the Secretary "·u quoting wu 

gh-ing the holden! or gold .. laul!C bond• the option to got their money 
now, regard I ... oltho maturity ollho bond•, and that io only a!Torde<l 
to the holdera ol tho bond• lbat have a gold c:IAuso in lbem. 

Senator MALON~\". But 'he bill extHKI.s it. to e .. ·ery Oovtrnmwl 
obligation. • . . 

senator 8 ULU.CT. No; the bill dtOie& the. ngbt to sue OD tl, on any 
obligation. 

SOnator Buoa.n. Ou~ it dooa not mon up t!IO duo date ol any 
bond. 

S.nator OoaB. No, it dooa not. It only affords .th"!" the privil"'lt, 
tbo.e "bo wh eo&b, to ~·cash, and ...... off tbftr right to gotcath 
unleoothoy oxctcilo their right to got it within alimitod'timo. 
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S.uator ll•IUUoll>. Th.- wbo wowdjm•r to hold lbotr bondu.O 
~~ tbe value dollar lor doUar, <U hoi them. Uul lhoao wbo •iol. 
IDATlUM1 I hen\ in. 

:>tua1or Con. Thooe who surrender lhoir gold oblij;a1io"' dooo.,, 
bundrod <en \a on lhe dollar, 10 be 1urnod io for o1bor oblipuo .. · btu 
th~ would be tuming in ~bligfttions that are now Mlling ·~"•' pu. 

S.nalor llARUt:Y. Butt! they preler to bold 11 .. m1 ll>ere,. nolhil; 
that oouJpoll 1hem 10 wm tbesn in and a«ept any Olber obligalioo 

1\enatorOo.:£. ~lr. ,\ltomey General, may 1uk wlcyit-·"' includocl 
in thi• bill 1he mallet of ••king awny of the right to sue ou tho Jl'lflof 
no yon('. wl;o had bee.Jt the owner or t:old or.ail\•orobUgotionR! 

Attorney Cener•u Cu>uusos. Well, 1 om willing to 11nswu 11 .. 1 
quMtion in just. n mom~nt 1 but Secretary ~1o~gonth~u. w1mt~ 1.0 fin~h 
the renrling or tho r>orllon of the meMAgo wlueh bo ln>le<l to moludo ,. 
his fi~uta.tcnwnt.. 

~f'nntor McAooo. And then 1 would lik~, if lm&.y, to conLlnuo the 
in<tuiry that l hlld 1.nartcd when these •nuur\IJ)t.&ons oocurrOO.. 
~n,~tary MoRat:N'TnAO. U I may answ~r &-nl\lor l\h.lont.y, you 

asked me ~he thor I had gone lurth.r than tho l'n'•ident'a m'"'"ll'· 
1 11"ad IIPC.'t.ion l , but 1 failed to read section 2. 

S..tion I oaya: .\ 
that •UI•uthort• ud difftt the Secre-Larv of the TnMutY. •l lM reQI.tM ol llat U 
tao1drn (l( a~lodaute ~uritiM of the \in)t.td Stat"- to al&ke pt.rrKM tbertfor 
I• (Mb, dollar (w dollat, .-ltb ~ In tefft\, 

and fM!Ction 2 11"ads: 
th&t. -.m w-rml:nate anr t'OOIIent w-hidl d~e t"Dite!'d St.ata ~ ba\• vo&awilr 
fti\~P to be I1Uf'd oo lu ttturilitt. winl or eurr"Mt~; 
"" I think thai I om not ahead ol the l'tc~idtmt on that. 

Srnotor ~l.a.osn. ~ly 1hougbt is that tho bill is ahud of the 
Prl'~id~nt. . 

S.tn'tAry MoROtSTRAo. I do not tl1ink 10. I do not tbmk ..,, 
S.nator Maloney. . . k· 1 ~n.uor ~1ALONF.\'. T had ouc tlung more 1 \\11Shed t..o aa , may 
nl;lk it? 

84-uaLor ~1QAooo. Yea. 
Senator M.,LoscY. May I be a little bit lorlot~bcd, Mr. ~r•larl'· 

llnd nok you il it would ho physically pos.<ihlc lor you to h•• up~ 
vour end or Lhe contract if these bondboldc.rt "Lould dem~tnd c 
bofore September 1? . 11 v ,, 

Sfleretru'V ~toHOENTR .. '-0· I think the fl.D8\\·er t.o thaL ll .lf!l. 
Senator ~hLONEY. How would you do it.? . • · 1 itl 
S..retorY MoaoEI<THAC. WeU, tl I mot bo.a httl• lu< prt.ct'" .U 

AMWf'ri"lt ;·ouroue$tion 1 would like toaay this: In We firnp a«, 
or theoe ~)d.bend ...., • .;;ti ... ""' selling well abo\. pa!· and "'~"ft 
l.okler or a gold bond ohould •-ish to ... rilic• tile preun~m ~-marl;•• 
•~ M-llin&r in ordu to get. par for it when he can ~ out tn _ ... r •P 
and 1!<'11 Ill em anywbue frem I 03, 1 gueM oome ol litem ate "" lllg 
to IH--

Und'"' Sea.tary CooLIDGE. One hundred and ..,. ... ..,... d .rb• 
Secreuuy MoRO&NTUAU. Up to IIi. l uonol undoro~nk idi 

anyone showd want to do that. And tl1at io wby I .. y 1 tlu IT hio 
Jl('rlretly within ol>e pos•ibiliti"' lhlll nnybody who would 0 ~d bo 
gold bonds bttWe@ llOW and the ftrS~ O( September, lhAl ho ~ O 

001.1Kt.AII8& IEOUII'fffll OP ..... lrnrzl> l't.U'III 

taktG ca..., or; .r ~:lid take the~·"""'~ touy that I tould lab care 
or it .. lar •• ,, .. h umanly P*'blo. 

s.'oator M~LONn. Do you ~.,., ... lhe I'A"'l"'!" of this bill mi3M 
d<1>""" lhe ooodlto the point •h- tl!O)' migbu&k lor<aahT 

Sec:retal)' Moao.;.sTJuu. Again answtl"ing you, tb.is baa been out 
DO"'-·, this rneeu.g&-June 17, wu itT 

s.nator MALON&'!'. The m~e is dated June 27. 
SecreUlry MOftOXNTHAU. It hu been outsina!June 27. 
You hove harl the h .. ringo hue. Tb.,.. hu b<tn oon>itl•rablt 

puhlic:it.y on it. and 1incc then there has been a ~teady rising in lht: 
market.." No••, I lftk6 it.--

Senntor STPIWKR. WhRt.luu' induced thftt. ri.sC in tho IHI\rk~Lt 
Secrelnry M 01W tHTIIA u. I would out. be so "bold ns t.o "-"Y• Sen••lor. 
Senstor STEI WEn. It has not been influcoeed by any Tree.sury 

opc·•·tttion.A? 
S("(l'tllnry M OI10EK1'11AU. No; we hove ·nOt Ttnrhed tho (>Oint where 

wear~" u ~ as thaL, nor luwe ... o thO iuelinRtion to do tl. 
&unLOr l~uun .. ll\', Now, to tho t:de.nt'r'r'-"". · ,, 
&crctary .MoltOitN'T'IV.U. Doee th.d flD:SWtr your qUudon, Senator 

~laloney? '• 
Senator ~ iALOS t:r. It amwera my q\l~t.ioo, but. doo& not. NU!ry 

my ftar. · 
Thco CIIAIRM..AS'. \Vhat. ~ your ff'•rt , 
Senator ~IAt.ONE\ . Thll.l thtre is no( a sufficient amouol of mo,nty 

availabl• to pay th~ bonds illl>ey ""'teod<rod. 
The CuOclt"•"· II you 1ako a bond ..,ill> a par value ol tOO a~d 

setin.g at 1 ti, •ould ~·ou have any troubl<tni!lDG the money oo tt! 
ntn&tor .M..ALOX~Y. You ('all rec.ll when Oo\"erwnent. honda w!d 

-!!iderahly below par. We all know that. , 
~retftry MORUES1'11AU. 1f that. is your fe..,, St:aator, 1 Yo ill en• 

that. if Cou~IM paMeB L:h~ bill, '111hate'\:Ct my reput.etion il'l worth, "1 .,,.iU assume U1e mortil obligtt tion of mceLing the bondd that> "'(l otrcrfd, 
S.n•tor Cone. You do noi think anybody who h .. bend• worth 

IIi ~111 offer them lor tOO? . . • , . 
S.Crotaey MoKO&N'I'IIAU. l do not think tho Amenc•n pubho •• 

cra.r.y. • •• 
Senator Ot...t.Ss. Tho A01triean publio j.s exoept.iona.l, then, 1f aL 11 

oot c.raty. 
Seootor MA.OI<£V. M•y I .. k &nother questionT 
The CuAtRMA>I. Yes. . 
SenaiOr MALON••· Perhaps this is impertinent, bul 1 think thill 

is so important tha~ wo wa.ot, to bear lbe entire s~ry. 
S..r<taiT ~10R0£!1Tf1AU. That iJ ~·hall am trymg lo ull you . . 
Senator 'M•t.OS£1'. 1 know you are. Do YO\I bese )"OUr eoo~li!On, 

or arri,·e at. your cooclUiion u a result ol the (t~~ Ll:~t. th':' .1n·ea 
bondboldent only apprexima ul7 a month 10 exemt6 thja pn•tlfl!tf 

S..Al&r)' Moao&~'TRAO. U tt woWd roake ·~any...,.,, l .woU)d 
iust u soon 11y 6 months but the lime olomeni don ooi enter tnto 1L. 

Senator MALOKIY. Tbt makeo a difltreD<:e to me. 1 lltll glad 
JOU lee! WU it d ... DOL. · ' Senator 8Ul.'lLilY. Do you chink that any bends would bo prH<nl"" 
at all in ad.T&nce of maturity_! 

Secretary Mo&GC!ITilAU. I doubt it. 
2t~l"Tt--l • 
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SOilaiAlr BAOnmt. ll !Uy •- the looldu ~ tilher ~ 
cuh or •<~Pl • ne11• bond in lieu o!lhe 01'16 be btdf 

S.,.,.I&J'Y 1-l ooOII'<Til.t.O. That is rig}tlo. 
&onaiAlr B.AJlnat. Now, if be dttiianded • MW bood, of -

you .rould ox<huge bonda witb himf 
Soc:retal')'~ Moooz:<TRAO. Ye&, sir. 
Senator nuu.n. If he demanded cult aod you did not bop~ Iii 

bavo it in tho Truaury at the time, you ,..ouJd tell lho eaono kind ol 
honda whiob you would cxcbange11'itb him, to the publit, and raitetho 
money with which to pay him in eubT 

SoereiArv MonoENTH.AO. Well, we mi~tbtnot aell oxaelly tho­
bOrid. We might ooll oomo not.ca. 

S.mator 13AuuY. You would oell oome bonda or not.M, or aome 
otl••r Oovemmcnt obligation 1 

Soc.rot1u·y MoROENTHA U. Yes, sir. 
Senator ll•Rttt.mY. lo the aelling olou.eb honda to raloe cub to pay 

th ... who demanded cult, do you think that lhill t<OOiution would 
olfer any impediment to the oale of thoee bonds to lhe public in tbe 
oame w•y th&l hondo are now being oold to aDd bought by the pub&! 

Soeretarv MoooZ>'THAO. I do not think it would. 
&motOr McADOO. Now, Mr. Secretary, 1 would like 1o take tbis 

matter up !rom tho point where we dropped it bee&- ol the otllet 
q ... tio111 that,.·ere asked. 

S.,.,.tary llloao~u•o. Yeo, oir. 
Senator 1-lcAooo. We ..,.ched tho point .-Mre you Mid you had 

S9 000,000 or financioll 10 do lor the ......aindu ol this 6ocal year! 
SKretar:r lll ooo&><THAU. y.., oir. 
SenatOr McADOO. Weacr-'lh&lyou •·ould bavo, if thericbtftrl 

aooorded 1o the bondholdcn of immitdiate paymenl and it """' ...,. 
ti!!M by 11><''!'

1 
$8,200,000,000 more. . 

Soeret.ary MOMOKl<THAU. Thooe 6guroo may 1M1 ox.-n. . 
Stnator McADOO. Those are appromnate figurea. We ore UJilll 

round numbers. 
Seerotll.ry Moao&sTnAu. Yes sir. . 
S.nator McAooo. That would ho a total, if lbO)' would .. .....,. 

tho ritl,ht, ol $ 17,200,000,000 to finllllce within t his .Roenl year. r••• 
the pomt thai it running in my mind ia thio: Fintt, tf tltCI~ gold-o a~ 
obligation• were eelling &I such a premium •• you dce<nlxl and thai 
prc1n1um i1 maintained, of coU1'86you will notl havo to redet:m lAY· 

Soeretary MOROEN'I'HAII. No. . 
Senator McADOO. BeeaUII8 l agree 11'ith you that tho Am_.. 

pu btie is no tao eruy ae 10 gel par lrom lht Trtaaury whtll lhe1 <Ill 
get 117 in tbo op<n marlte~ 

Soeret•r:r Mooon-rt~Ao. Yes, sir. . . . neil' 
&nato< MeAooo. So, if the gold cla- wbid> 11 U\ I~ bo ~ 

regarded u ol aufllcient valu• 10 make them ..U at. a ~· '!' 
the rate ol intereat is ~w. plus the gold do- U\ the obll''i:; 
1o make them .,Jl at a tugber price lhan the boado tboy ..-o. h&« 
in oxeltongo, or il they took currency lor them, ol C<?~.:""r 1;'!s ..,. 
nothing 10 fear about these 8,200,000,000 bcing preoen""" M • 
tion or for J)ayment. 1,t) 

Secretary MOROBNTHAtl. That is perfectly true; but unlortun• J 
there •re • lot ol omort speeulaiOra in this eounll')' and a lot ol""' 
lawyera who ore glod to go 1o work lor them. 

Senator McADoo- AN you •r-kint of lha AIU>nteL~..-.lf 
~ttorn"" Oftleral Ou.omroa. T only •-ork (or Uacle 
SenalDrMc.UOO. 1 knOw ha is a oman lawy..-. 
5oc:ro1:U1 Ma.JJL..,....U. l?il•y pereeot ol ..-bot l Mid about the 

laW'\'f"B IS true . 
.\uomcy Oe-.1 0 '?onm<oo. I only o........, lor the Oo••nn-ll. 

1 u..d lD ba.¥0 IIIADY el""'"'- Now I hav~ but one. 
Sellaoor MaAooo. You putU.on al50pereen• bam! 
Secreta., M~"'.'UTIIA O. 'Yhen I lllid ~ peroeDI, l meant it abou• 

b<inlllll'""· rtua on a oontmgent buto migbl look ''U'J nioo to a lot 
ol poople fi<Od thoy would take lbeeo caseo and have a bondhold.,... 
conuml-t.eo &nd depMlt> their bonds and their c:oupona and ~t. aorno• 
body to rcp.-n• tbeDI and ge ahead and filosuiUl. 'rh• bondhold•rt 
tun•o not lung to lOMe, and the lawyer mi_gl1t haYe something to gain. 

Alt.nn~ey Ounor11l Ouoousos. lncludmg publicity. 
Secret.ery MoaocwTnAU. And tuJ tho Attorney General MJ"4, includ· 

ing_publicity. And It io <hal kind oliiliupshooting and •harp (Jrlelioe 
wluch I fur. . 

Senat.or Ao.ua:s. You do no' clus those.la'Wfe.-. u &lUll~ la..ryere 
wbo b~ a suit.. and pu~ thtirt..imeupagain~t.aSuprem~Cou.n.dec.lslon 
alr<Mly banded down, atating that they eould not oolleclT 

Seerdary Moaoa.:cTau.u. You a"' ~etting too legallitie for me. 
SenatorAo•tu. 'Thatunot~-
Senotof McADOO. Mr. Secretuy1 the whole point is, uido ln>m tbo 

practical financin« ol lh• operallon, if this rosolutioo ahould bo 
adopted, it.&efllla c.o me there are two quescioos.. 

One ia th68urrly logaliiitic qu<Otion about whioh tbere ie no d;.. 
agroem8ll. f eou ...... tbe IOVeMgn bas the rigbl to CUI Off tho 
prh'·il~ aocorded to he cit.ile:ns to sue, gi,·en to thetn by the Oo•em· 
menL That. iJ what. you pro~ to do hue. Now, 10 fu u tbe 
legalistic pbase or it. alone 11 eonoerned, I say, there c:an be no oon .. 
tro•U'8y. 

The othtr point. is the mornl iuue involved in this roeolution Md 
its e.ff~t on t.ho Qo,•ornment>'s credit. 1 IUn not. •pe~lkiog of the 
immodlole elfoot.; I 1\m KJl61lking of the long·time efToot. 

1'h& s.lLuation a~ it. ru:.iata today ia that every holder of a. gold-clau10 
obligation or bond with 11 gold-olauao obligation, holds itlnwlully and 
his right to bold it nnd hia right lA> payment in gold b .. bocn upheld 
bv tl•e Supr<ute Court of tho United St.atee. Now, tl~ purpooe. ol 
tflis resolutioo i.s to cut ofT t.he right which h.u alway$ e:ust..ed dunng 
tbe life ol tbllll<l bond,_...! oneon has existed to auo in the Cour~ ol 
Claims. 

50eretary MonO£JM'IIAU. I could not. hear what. you &Aid. 
Senator M c;Aooo. leay1uth .. ituationst&nds IO!'ay1 tb~Sup~ne 

C<.wt bu bold that o .. r:r nolder ola gol<l-dauoe oblipuon,. enutled 
10 payment and that Congnoo bu no po'!''"' 10 all<'~ or to deotroy 
that obliglltion. Tbert'fore, if be hu ~wned ID'[ lDJUI')' b<eaUIO or 
the rofuoal of tho Oo•cn>m<J>liO pay hiDiaceordmg to the contra<~ 
tbc SuJ>reme Court hu held that tbe ~ hu DO ponr to alt« 
or to deotroy tbit obligation. And a.• the law now •tand• be bu lloe 
rilrbt, if you Attempt. tO ah~r. 1he obligation, to aut in the Courl. or 
Olainu for any injury he may sustain. 
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The tole qu,.Uon hero is, Shall wo d,.ll'oy the riabt of tho 
holdu ol !his .boocl to payment """"rdi~ to !ta l<!rmt &1 rot ... 
him a romedy 1n tho c:oclUJU, a remody whieh exliLod &Lillo limo lhat 
ho bought the obliplion aod which tho Oovon~ment • oluatari!y 

panted_~ bimbo? tha . .L. . . . I 
My r .... ng" Ul t ...... tIt ISJIIOt ... oomp eta . ~<pudialioa or 

a oolemn eootraet entorecl into b;J; lhis GovommMt wbon iuold 0 
man a bond {and I 10ld some 18 billioiUI or lh<Jn and told oYOrrboclr 
tho Govornmenl .,.,. _l!iving him a matchl- eoc:urily whieb ·woard 
bo invioloblc) I think 11 is just as muoh a repudiat.ion olau obJi«atioa 
whieb tho Supr•mo Oou.rt bAS upheld to now aay, " All right you ha,,. 
tho obligat ion aud it. is a binding one on tJu~ Oovemmtn~, but we do 
not.. int..eod to lol.. you enforce it booauso we witbclraw now the. rigb~ 
wh.i<l.h you bol'etoforo enjoyod to 8UO in tha Court. or ClflitniJ/1 

1 tlunk ll••l whon that percolate. in to tl•o minds or tho ''""1'10, und 
looking to t.bo fu ture or the Governmen t, .i~ ia going to l lftV6" very 
aeriou• ollocl upon tho oationeJ credi t.. Tbot"' tl10 thi03 that ru.. 
turbs nw most. 1 cannot sao any answer to it. 

1 tJ\ink the moral quoeti.on invoh•ed is: ,~ery aorloua. To eut. oft' tlle 
right or tho bolder of • bond, or a privilege whi<h oxiBted at tho limo 
tllO bond ,. ... puroh..M to go into lho Court or C laima iL ha baa 
sustained an inJWJ' and rocover lor dam agee is indefensible. I do ool 
thiok 1 great government should do il. lt is a rouoclabout way of 
dl'ec.ting a repudiation of a cont.rac.t. · 

Tho CKAI.t li>S. Tho Supreme Court laid U ptrlottly nlicl tho 
aeta ol Oongr<M, the Emergency Bonking Act, tbe Execuli<t ordor 
or April 6, 1g33, tho A~ltural Adj..,.tmont Act or May 12, 10331 
ro1tn<1ing the uso of tbis gold. Tbey have held all that as ralid 1.84 
within tho .,.,.. .... of CoagJ'OSS. 

St~tator MALONf.Y. May I O!l< a qu.,.lion? 
Soc:"'t"''Y M ORO.I<THAU. y .... 
S..nntor l\IALOSU. 1 do not bM·e the loor that Senator ~I<Adoo 

doeo. l trunk tbo chango in the gold situation probably r,.,.,.,,.;~at• 
• proloction against tho kind of suit& thai tho Secretary deocn~ 
Dut I IVOuld like to 88k tbis: Will t he tbing th•l you a>'ll AllempliJI& 
bo jobpnrdl7A!d if you roJuovo sootion 1 from tho bill, which 1 rogtrd 
.. • Jl0s8ibly in 011tionary dnngcr? Will you not bo oblo to accorD· 
pliah what the bill propo..,. to accomr.lish without IICOliOn 11 

Secretery MonoEXTHAU. If you wilJ not. mind, 1 wiU woit. jUJL ' 
minute beroro J answo.r 1hat. 

Senator AoAu s. Senator Maloney, you do no~ WIJ>t tho bill •~ ~ 
you v.•a.nt. to take away the right to eue, but. you do not wan.t will 
Oov•mmen~ to P•f theln for the obligationa !hoy hold. That 
be the •flee~ ol takiog out oec:tion I. . . 

Senator MALOs-ET. I do no~ waat the GoverDJDMt to aay rl ~ 
do oomethioR it will bo physically impooolblo to do • ·itbou• cb~llf 
our f>Jianeiaf ay~ utirely. . 

Secretary MoaorsTHAcu. Would it bo agneablo to you il tho 
Attorney Oencral answored that question? 

Se.na.tor M.ALOXr.T, Yes, sir. 
Secretary MoROESTHA.u. Thank you. 
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Attorney Otnenl CoM.lltNOL Soa&tor, u I -~it what you • 1 io 
li180lly tnro, thai you tao go forwanl with Lhia • lioll aod m•..t.Y 
cut tbleo~· hiA off, aod apw I miaaJ>Mk myself, mean lhe priTilop, 
not tho · t. You oould do that, cut off th- priril<gM, 1111d tlill 
..-ould bet • end or the matter, but there are oomo people who btlievo 
tboL in view oltbo lac~ 1!101 you ore in a certain meuuro cbaocing tho 
otarus or pooplo who have gold hood obligatioos, i~ would be lair 
enough to give U1oee f:teaple tho rig}tt. to eome in and get eub now if 
they de&ire it.. And i£ tJac T reasury uys it. ean do the financ.ing part 
or it.sarcly, without. e1nbn.r1'18&mcnt. to the Oove.mment, it. would ~et.m 
to I~ the twst. coul'80 to pu~uc. 

Senator MALONE't. 1'ho 'l'reaaury only soya it., Mr. AU.omoy 
Ge.ne:rr~ J , bocnuso the Trowmry BUys i_n tbe samo. brcalb tlu~ poople wUJ 
not co•ne in t(\ cuh lhe. bood.J. 

Attorney Ocnorol Cuuw~•os. T do. not think they will oi'oirer, u lar 
.. th•~ is eonoemfd. 1 t.lunk you will bo very mueh auryriaed. 

Senator BAnKL'OY. That is not what the Secrewy 111d. He .. id 
ho rould pay all or llroso who demanded the cub by the sale or bond• 
ol the Go .. mmenlto othor people wbo ,.·ould_ furoiob the caalr wilh 
•·hich to par tl. , ... who waot to surrender tho>r gold bonda. 

Senator ~IAt.O~&Y. I did not oo underotand it. 
St.nator llARn~Y. Yte, 1 ukcd him tb~t.questioo~ 
Senator a ... .._ To wba~ othar peoplet . . .. " 
Senator DADCLEY. WeU, aU lhe olher 130 million ~y ~plo 

that live in thisc::ountzy. I am u!ing tbe '4"'0rd "c.razy " LB quolataona; 
it is not mY: .. ~oro. 

Senator Ou .. M. r intend a.nd t " 'ill say Cor the record, that l meant 
to contrast. a rr~ Oong~ v,;th stnsible ~pte. . • 

Senator McAnoo. Mr. Secro1ary, l would like to oall youratl.<lO'\On 
to tho decision or the Court, just. a re"· lines to show you tho pom~o 
that. iA in my mind. Tho Court SJ•ys: 

HaYin& thll power to AIILhorrac th~ l~~e"e of dl'f\nhe obll}c.atlon~ fo r the ~~roon\< 
or monev borrowed, Lbe Con&l'tM hAll ool been \'et\ed •·•th •uthorlty 1.0 aJLtr or 
d~•tro)' lhoec obllgftllont • 

" 1'o alter or dcslroy them." 
-n,e taet \haL the United 8laltt nu~y not be :~:.ltb~lt.t :n:/~~ ~n':'r~~C:: 

or proot'du"' wh~h doot not att4'C~ the lepl•r:'d ~ thr:1.). \be «NI'Ut I be 
Wbfle lhe~ Con~ II ulld« oo duty to ftTOYI e rem .~ ,.~ -=---.a lJ)• 
CIOot.rA.Ctual obllpHon ltlU nlrul t-nd, dral)l\e infinntu" ua pn~:~une., rcnlA 
hi.odln& upon 'he ron.trimce of the .O\'triqn. . • 

Senator Ouu. Do.. not this reaolut.ioo alter lho rrwa_uooT 
Senator ~lcADOO. Thia reao)ution d""" alt~r tho OllUOtiOD, .bo<o~ 

it deoi"" tl•- peot~• tbe rij!bt if they.ore mjured "! rooob!.r~~ a-
rho damogeo •uawned. Tlie right e.nsted •• the umo t 14! 
lions • ·ere inc~. ..... .... 1 d &I 

Undoubtedly tho ColtgftM baa tho righ~ to ...,,..,.. or 10 ••Y 'i 
right of thfee people to ~ver in court, if we want to. do tha&. 1 
lor my part think it would bo a_ p-ave_ b!uoder to do II bo<aUM 
think lhM. WO will pay ft _greve pnee (or 1t. ID. th& £uture. 

Senator o ...... Wby do you think that? . . , . · ' •ter 
StnAtor McADOO r bolieve we will r.•Y • f.OCe 10<1Dlt .. y g~l 

•. 6 . d hly •et from • far ure 
tbnn any compcnJt.fttu\g bene l \\C cou posst rJ 
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w .,.._.... in•lolate eYef'J eootroetual ob~· atiOo U>& Q0,~._1 
f'rom th• time Hamilton made the gtel't l in IAe Conotitut' • 
Convention to ha•·e the Government of the nitecl Stai.M -•me ":1 
JMI1 the debtaln~umd by lbe Oonfeduation during tt>. IU..tur 
War, and from that time to thi& the Oo•·emment Ollhe United t:z 
lloo n<Wor failed to perform literally enry obliptioa that it boo 
-umed .. .;tb rHpeet to lite publio eredit and with I'MI>Kt 10 lito 
public dobt. I ohould like to""" thio opOtl- ,_,rd p.-rvod boat.,.. 
tlte public ~redit Is the gre&IA!St p0•·er we hove io timeo of omergtney 
11 • war e••er otruck tluo oountry ~ and wo obould have w go ..; 
tho I>OO?Ie for tho purp066 of setunng the nect'08a'1' mMnl w fight 
tbAt. war, and luwe got. CA> go to aU th&l)oople t.o do 1t,juJt. 111 we aid 
in tho World War you will find that the fAilure of tho Oovomm•nt 10 
e~trry out iiA obligations fuithlully and to t ho lotl<lr will confront you 
nud thai tho d""truetion of public eonfidoneo in tho erodlt of !be 
Ooven>ment would be so groot that wo would aimply re•1> • crop 
of drngon'o woth. That ill the way thlo etrikM me, gentlemen. 1 
m•y be ol to_gother wrong about it. I do not think thoro it onyth~ 
more NAentaalto any government. than tho preservation ot ita crtdit. 
immaculate and innolate. 

Sonator DAnLU. Well, in my judgmont1 if th~ <redit of th. oo .. mmtnt evu beeom<8 80 precanouo that It .... only ""bolst•rtd 
up by the~· to bring a &uil, thtn it ill about «<>"•· 

Sonotor McAooo. \\'ell, would you oay that any OC>AI.ratwr IOdor 
who tntt-n into a eon tract. with the Oovcrnmf:nt which ~.-ea him a 
r\j!ht to oue on the oontra<:t if be bas been unfairly dealt •itA, abcMJl<l 
DO l<>ngtr have a"J right to sue tho Oo•·ernmonU If you did wt, ll>o 
contradors ,.·oul ha,•e no confidence in tho obliPtion of a eo.ntract. 
Th~re Jnutt.. be eome court. in v.•hicls o. citiu·n may lu'-\"O redre~~. 

Senator BAIUtL .. Y. I ba,•e not had time tort-ad thia, buL Con~ 
hu in tho put withdrawn the right to suo tho Oovcmmont <>f tho 
United St.tiM, certainly on impliod oontn<>to, if not on up...,. COil· 
tMeta. 

S.notor McAnoo. Never on the public dobt. 
Seoat.<lr B~onK.LEY. lt. seem& to mo t.b.81.. is a 1noot. que~tion. Coo· 

g~c .. did chango thie obligat.ion in tho act of Juno I 033. That io posl 
In• tory. 

S.nowr McAnoo. No; it did not change it. 
S.uotor o ..... Y. The question whether anybody b ... rigM 10 

reoover OR tbill obligation, depending on whether ho bRI been <IIU!Iied 
1r you t..akfl the most. extreme interpretation of the Suprtme Coun'• 
dte.itdon lhat. invol,•ee the value of the present. doUAr, ''-did not take 
awa~ tho r\j!h~ to ouo if aetual damage was obown. . 

\\ 1th rtlp8C~ to thO purthasing p<!WU Of the dollar, the n'&i va!UOUI 
tl>e mauor ol pun:h .. ing collUn<iditi.., oince tho p&SI'IIO of tho .-lu· 
tion in 1933, can you teU me whether the ~of th•" aet. hu iD an~ 
•aJ <hanged the relati,·e value of the dollar in ita pun:buing po.-or 

So<retal')' Moao><STHAU. Since the p&l!6&gO ol the oe~T 
Sonator liAnLET. Yoo; by I'Oll8tln ol that.. 
So<ret.try M oROBNT'HAU. ln relation to tb- gold hondo! • 

• Son•"!• BARitL,Y. Tho IJDOun~ or the dollar that Is DOW b<ilt( 
LSOuod w>th • t .... gold bA8ill than tbot pro>'ided b<!lore, b..M on !!'•' 
tba.nge, hns lhere been any change. in tlH~ va.luc of the AnH~-nraa. 
dollnr in itt purehA&iog po~·er? 
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So<"'t.ary MooOINTHAI1. l\1~ 1 havtla minole, M1. CbainaaaT 
The CllAJIJU!<. y,.. 
Senator 0 ....... What ,.... tho ehanr made for if i~ was oo~ in· 

tended to chance tile nlue or tho dollar! 
Senator A oAtil. May I ••nturo tho ouggeetioo tba~ in tho ..oorde 

of th!' p"""'!l .eong.- we have a bill and a bill in the Sonale apPfl>­
priltmg o m>U>On and a lwl to eo~~tular agent~ boca,_ of tl>eloured 
purtlwi!'g . po ... .,. of . their ealari... Tba~. il a bill priolod by tho 
AppropnaiAOn ComnuttM. 

The CuAtRN.A.N. W•ll, of ooui'IO, we cennot ''"'" light of tho fael 
that if a gold elau .. bondholder eamo up and demanded hil gold, 
supposing tl1e gold w..., turned over t.o hun, dolivered t.o him, dON 
oot. Coog1'fllll htLve a riiht. to aay, u You mutt. aurrt.nder ilia\ gold 
to tho ·rreuury "? 

Se.nnt.or lh ttKLt:f. 1'be Supreme. Cour t bas said tha" tbu• wu no 
damAge, tbe .-nan who brougb\ lh.o su..it. could recover S\O d•magM 
btcaUIO ho b&d rtuJTeNtd no darnage&. 

Sonator o ....... 'l'llAI Supreme C<>urt did not oay he had noloullerl!d 
dantagM. h aaid ho hod "'" ot.aloo U.e cl&mag"' in hia dO<larat.ioA. 
Suppooo the Coocr- w..,tod 10 exercise what you lawym ooncede 
to be iiA eooolitutional ri&l" &Dd de.,al,.. 1he gold 10 10 «0'-. 
would the holdero of gold hondo auller &DI injury! 

Th CaAJollAJC. Nol if tll<lycan ~t dollu for dollar. 
Senator OLAM. Tho dollar dl&~ ill cui to 10 c:ento, they woW.! DOt 

outfer auy injury! 
The Ca.ua iU " · Tho dollar that io worth a dollar all ove< the world. 
Senator o ....... lt io not worth a dollu all over tho .,-oriel. Why 

did we appropriate nillliono of dollaN, then, to roimb.&rla our oon· 
aular ageniA abroadT It ill not worth a dollar all ovtr tha world. 

Tbe CUAIR ..... N. That ill a quoot.ion or fa<eign exohange. 
Sonator McADOO. I ltavejuat one more q-U.n. . 
Sonator 0 t.Ao&. It ill ~rfectly ovident to m~ thalao~body th~ 

that. t.be eredi' of \he Gove.nnnent lA precanou.s or t.bil reeoluuon 
would 001 1><1 bNo. 

S.nator MoAnoo. Mr. Soorotary, your daily Tr~A8ury ""'"'"'~"' 
shows tha\ you have now M e.u asseL some 9 billion 100 milUon 
dolloro in gol.d; is tbnt approxim'""'y corroetT 

Soorel&rf MOOOIN'tK4U. Appro:wnatA!Iy. . 
Senator M aAooo. Well, you bavo Lbo gold roqu•nMI by the Go•· 

unmenl to pufonn every contract lor the parment of theoo gold 
clt.uae obligatiooo, have you notf 

Sooretary Mo•oas'fn. u. I think oo. . • 
Senator Snn<&R. Mr. Chainnan, 1 won• "! get. a Utile more ,.,. 

formation, if I may. Mr. Secretary, would " bo ......,nabl7 OOD• 
no~Mt for the Treuury to sud U1l a break-<iowu .ol tho aUotm!•'"• 
that ill with relerenoo to tbill""'ent ~'!" ,... h•ve.dioc:~. I 'j<~~ 
ol 50 million doUan and tho 5()(Mnillion-doUar """'•• wbich 
you ide11tilled u tbo't7-peroen~ i!oueT 

Soerotary Mooo&l<TRAU. Yoo. oir. 1 •·· -•-~w 
Sonator Sn.twKI. Could you aend us a break-do"" o t .. t.. """ • 

ing what proportion or part of tho allollllonl wen~ to the btulko and 
wht.&. •'en" t.o othu1f · f • • Secretary M.OROClCTIIAU· 1 .,.rill gh·e you aU ~be w onuahon ..,.. 
ha,·e, just. what. Lhe a.llotmeut wu and to wbow at. •·ent.. 
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Sotlator Sto1wn. I would appre.-lat6 that '<fry D\u h 
i.rnqine the CC?manitue may want ~ put. it in the reeont. t &od 1 

Now, •·ho on lloo -r-.W'l'_ bas unmediato tb&rg!l ot tho t1111d· 
atlo•tti .. ot tho ~uryT Do you do lhu portOoolly or 11 t.boo 

0'!' 
a_ntmtdiate t.barge of aomeone else? ' t 18 
• SotrfiOry M~liOO<STHAU. Well, I do nol know juat how to dlll<t1bo 
tt. Tho work 11 don" together. We do not dffmittly alloeat<> 
l>lrlirulor wooi< !" anyb9dy .. We work "'""thor , •• ry ctoa.ly :'! 
f.:roup, and qu~uons on these Wlport.ant. rtfUndin.gs are takt'n u by 
the ouff and oubonit~ed l? the ~""idenl lor fmal opproval orpdis­
oppro~•l . Mr. ~lodge JS partocularly IAmlloor wltlo funding and 
ret\lndin\t operation&. 

Se~ln.tor. S"1''rlrtt'ER. Does Mr. Coolidge hs-vo uny ·moro intimate 
rf'lntton w1th lhfll> mnLter thAn tho other members or t ltn statn 

Sc<·rchry MonoEsTnAu. l would sAy 80. 
~ntator S·rt~lW"liR. You referred & Umo or two to the infoM"'\atioo 

whic:h you hn \'C secured tb.rough some or the Comptroller's rcporbJ of 
the smounta or Go~(!mme.nt obligatioM DOW in lhe J)06&M8ion of tbe 
bonko and the anooun~ io the pooseoaion ot o1hon1 but hove not 
gl•tn us th6 fi.sturt.'!8. Do you have them with yout ' 

SHrttary ~.foacr.N'fHAU~ We do not b•ve tbtm with U!l. l1r0uld ,,. 
be dtlighted to send that up. 'fl 

Stnotor St>ttwn. Will you prepare a tabulation and o<nd tbot 
up tom? 
SH~tal)' MoRGE:~;nu.u. Yes, sir. 
~nator STt'tWJ:R. And you may do i t. u of eny,l'f!Cfn"date. 
~rttary ~fOROP.!\'TIU.u. Tbe la&lr OM ..-e beve-. 
S..nAtor StElWF.R. Tbot would b<> the practitt.l dote, I w0111d 

oeeumt, would b<> the date ol the last ono. 
SenatorTOW!18ESq. July It 
Se<rclftry MoROES'rHAO. That would not be Mo!<lmbled, S.notor. 

The in(onn.uion is not- in as yet. 
SenKt<tr &re1wr.n. In t-ho publio debt., you IH'I"\'e inc.reMed th~ ntio 

or 8hort,..t-~rlll obliglltiOns OS agaU.n.st, tho rlltio of long .. t-t.rm obliglltiOOI1 

luwc you ntlt'l 
Under S<lcretnry CooLn>GE. I would ony rather tho other ..-os. 

We hft\'C bee!\ ll'ngt henlng the mat.uritie& on the whole. 
Sen.otor &rt:oWER. Wolf

1 
do you meAD by t hAt thAI you have out· 

Btondmg • l•01:•r proportoon of long·term Govornmonl bond• and • 
amAII.r PrC>IlOrtion of the short-term noleO and 110011riti .. T 

Undtr Secretary CooLmGE. Yes; there is a Iorge ieeu• ol Ubtr11 
bonds Uuu came due, or were to como due. io 1938, which .,,e lr& 
refunding and enending tbo lnAturitiee. 

Senator &n:11!1!R. Well, no• , for my information and to make 
~'"' •• ara talking ab<>ut the same t~ "·bo~ d ... Uoo Trtulllf 
~nclud" in the phrase "~n-term obligatiOo" end .-bat is induded 
m the ttnn >~Mng-t~nn obliption"'l 

Undor S..~ury CooLtDOil. Tba\ ph....., i.e not an -urau pb...., 
and I •·ould aneludc any ~nn that. is undu--

S.nAtor STEO.,'l!R. Well but you have .....,..ere<~ tho qu .. tlon-ll!D 
!JOt. quarreling about it, but I wa.nt. to make rle&r whtr& -.·e t.tan~­
Y.OU have .•nawerod the question thai the ratio ol long-~rm obliP.­
lJO?S h!kl m,aeued. Now are you including, we will uy, o.month 
oblopuono on Uoe phrase "fong-temo obligationo"T 
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Undtr~t.v:T <;:ooLIDOO<. My mind is working on thotonn ol3 to 
5 , .. ,. period aa bcin~ abort. 

"Softowr St<owu. A. ~ollllai1011T 
Under S..rat.vy CooLoooa. Yea. It you include tho 9 mootbo, 1 

•ould no\. be 10 aure, uodtT a y~ . 
Stnator STEI~&•: Could you gi'·.e uA the information of the ratio 

otlo!'f:-t.enn obl!«*toono a.nd the rauo olsbon.-tenn obligations in lloo 
pubhe debt, ~eking, we ,.,u oay, • year u the line ol dema...,.tion be­
t-..·een th~ long t~ncl t-he shon.T 

L"nder Setretary CooLooo,.. Y ... 
Seuawr S1'£• • 'EK. Could you send dun. up to u.af 
Under Secrelnry Coot.mo~. Yes, sir. 
Seoc•tor &rc1 w~R. Arc your books and your inlonu&tion in 1uch 

slli\[>C so tllot. you could do it. in llliu. way! 
Under SocrctnTy Coot.tOOtJ. Any pnrticuhrr period you wis1•. 

Would you Ctii'C (or it. in 11 year? 
Sc.nnt.or ST&t WEtt. h .. i8 not du•" so mucb 1 am tryin~r to ge\. at. 

Whutl ftnt talking ~tboull i• t.o try to d~fine the diffe.re.nco be~weon tl1e 
Jong.tenn t~.nd tbe ahorlAerm obligatioM. Now, I would just.ruuoon 
t4Lke some other pe.riod than n year iJ the "T'TeMury desires to make i~ 
that way. 

SecretarY ~tmtO£STIIA.O. We •·ill give it to you theaveragenumbH 
of re.an the obligation• are for. [L will bo months, qua.r«:rly, or 
seniiannually, any wav you want it. 

StnatorSTE.tWAR. ·1 would very much appreciate-it, ~lr. ~re\ary, 
if '\"OU would etnd up t.0 the committee far our oom•enien~ a tabu~ 
liOn &bowing the ratios, we -.ill My, since 1931 or 1032, during the 
dopreeeion period, of short.o&Dd·lo"tr;-term obligotioM. making ouch 
break...dowJ\1. AI may \)n ('()nYt.nienl lD \>it•• Of lhe i.nfonnat.i4>0 wbid. 
you h&''e., 10 thai. we t:\ft)' stud_f the tnnd, if 1J1ue iJ a t.tt":nd goinF 
on hero from sbort..tc.rm oblig:nuons to long, or from long·t~ obi•· 
gatiOO$ t..o Abort<. I tun promJ)t«< t.o ask the quf!ltlon b«auee 1 bad 
understood th6t. thr.re luMI bot.n some &hort..eniog in t.lu~. t..tnns of tho 
obligotious i.n order to ohtAin the ~nefit. o.f n. more raYornblo int.crr&t. 
mte and to ~wo to the Government some interest cost. 

Secretory ~·tonot:NTII AO. I thlnk thl't you wi.U find, a nd Lho tjgurts 
\\·111 (!ithe.r prove it. or no~ that tho trend sinco l bavo bNl.U m tho 
Treasury hlUl been lo lengthen tho number of ye:.uil t lu\t. Oo\'crmnen!. 
obligntions b1~'·e to run. Aa l remember it, 1 mnde nspoooh A C(;uplo 
of months ago. As l remember, a.t that t ime. 1 sai~ .tl1ti.t. M or chnt 
:;enr we. bt\d n...~uctd the interest. eluuges by 100 1~h'!n dollan and 
~ea .. ·enge number of yenrt or the oo .. •e.rnmenl <!bbga.uons out.att.nd· 
l~ was a llttlo over 8 Yfl\r'l, and tb.aL tbe trcnd_J.S to lengtb~n ~tJ~er 
tb.an shonem the te.nn. But the fi.gures will e.Ultu pro"e tt or di•· 
PTO\"e it. 1 think tbt 1r'(\Od is to len(;tbM the Dumber of yean .-latch 
tho bonds are to run. . , . ~ator ~Yn:t••w.R. I ha,•e only one more quts~IOD, Mr~ Ch.ainn&D· 
lo the Secre.t.a.ry'• leuu ro the c:.ha.in:na.n C!f &.his ~mmntee, onder 
date of July tS, 1 6nd thio 10ntenee, and I ,.;n rMd 1t: 

t W'ldfonJand that the AttomtJ' CnietaJ bu P~'.ed \0 1-rou the ,...,.... <( 
t:mtra.l potl.ey fort,. p~ lf«< .. tloa •.od tbt. rou ~ ro• Me . .. Hl~~ 
liott. of m7 os•ln~ eonC!C!ralnc ih• probf.hle dl"«-t or \he ra~C~~u:Uon upOS:I 
~-erutllen\ .eet.~rid011 ruarkc\.. 
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1 aooreiy •·ao~ to u.k, Mr. Soc:ret&r)\ what did yo<~ bave ia IIUDd 
lh• ot.o.tomen~ nwle belore thia «unnut~ by th• Auo~1 0.~ 
when you .Wd lbu you uo~entood be bad p.-nted the 
vnenll pohcy? What paruoulor pr,...ntation were you re7::f'" ol 
tn the sl.ateroent tba~ l·•d been made bclore the committee byncl~ 
Allomoy Oenernl? • 

Sooromry Mono•N1 HAO. Well, W. whole &l<lt<lrnent ood [.; 1 
!J<lDcluded that when !•• wao her\l ue teotified "" to his opinion con:l. 
1ng Lhe whol~ resoluuon nnd 1f 1ou ~:anted to betlr from mo Uuu. yoo 
would be aakiog me about the lmane~al aspects. 

Senator STEI""'"' That ia true ; I think tbatsomool ushcre .. i.t..Q 
10 diocW!O with ~·ou lbe financial upoola ol tloe manu. 

S<lrreluy JlloaorsTU.<u. There "no biddeo, ulterior object then. 
I bad nothing in mind other tbao that. 

St:oator STstl''Et. I am atill • ·onduing what you u.w iD Uae 
Attorney General's statement that you regarded u a atattmtot of 
gonenll poliey with respect to legislation ol this kind. 

Sec~t.ary }.ioaoENTUAU. Tba~ ia as J understood it and tlaat. i.t Lbe 
way _I interpreted i t. May~ my interpretation wu wronc. But 
tlu\ll& the way lmtnrpretcd lt 

Senntor J3 uLKt.l!Y. In other words, y0\1 SUJ)J>OSed he hAd come here 
llnd sll\lcd t.he mtn.tor from tho stnndpoint of tho Qo,•ernruent IUid 
~1a. DCJlflt~lt:nt of Justice, n.nd your vacw was to gh•e your iuConna­
tJon and opuuon as Secretary of tho Treuury? 

Secretary Moao£~TilAU. 'a' ca. 
Senator GLAss. I think tho Attorney General stated vorr o.xplici~y 

and very clearly his conception ol what the genenll J>olicy ol the 
Oovemment shoul<l be concerning tbe de,·aluauon ol tbe dollar aad 
lbe repudiation ol the gold rontncta and tho ..-hole thin«. I think 
•~ wu a very lamentable poliey tha~ be deoeribed, bu~ 1 think ha 
deocribed i~ vary clearly. 

Attorney Oenen1l CouanNoo. Le~ me interjee~ there, that I did 
endeavor, Senator, to refer to the l•l aspects or this mat~otr, the 
right ol the Congress to detd with the matter. And while l end•ovorod 
to nvoid n discussion or matt.trs thac. were dcbn.lod quito fully in 
Oon~rcM many months flgo atill, so fttr as [ was drown luto the d~ 
cuMoon, I endeavored to mnkc alonr that !though~ we were lollowing 
a consistent and highly creditable course. 

I do not for a moment sgrce to the suggcst.ion fro1o any source th.ac. 
the Gov_ernment ol ~he United States "' engaged in a W..honoroble 
ti'O.IlJIKllon. I repudiAte lbat auggMtion with all the eam"''"'"' tha4 
I am.able to •ummon, and alllbe qu .. tions !bat have been asktd mo 
that unported that thought, I repudiate. 

I hope tha~ I have made it perfectly elear that tho po~cy r.unutd 
by .the Government ~~eemtd 10 me in tbe interest ol tbe peop o ol tha 
Uruted Stat .. and rounded upon the .-ntials ol jlUiticc and, I addtd, 
lhal. these were matters for J>OOI?le to diteUM among tbern&elvet and 
lov Coug ...... to pass up~>n; th."t Congrot~~ bad aeiOd and that w~ ..-ere 
now engaged m su.ggeatang th.ia legi.s.ln.tion for purposea of con\'amence, 
lor the purposo of buttrea&ing Blld J)rotectiog tbe polici .. l he Co~g­
had O!•tba.r~od upon ond thnt in 1• certa.in way lt. wu a renuc.ruo~l or 
tbc bogbly unportantsove,...~n po•·er ol the Cong,.... ol tl10 Unottd 
Stat... 10 deal unbampered wotb tl1e currency ol tho country. 

Co
SenatorOlASS. Then rou do no~ accept tho decision ol thoSuJ>rtm• 
urt., who said it waa diocreditabloT 

I 
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Anon'f11 Oflltral Cvv.WI'SGS. No---
S.n•uor OLAM Wbicb .Wd it .,.... a repudiation. They used thal 

'f"e.ry term 
Allornoy GeMral Cu•nuNOB. I accept .. hAl I bOTe ..Ud 1 """"Pt 

1 have atat.atl what. l think is the correct rule. ' 
1 elw might. 1\dd thaL 10 fAt o.s I can llefl the SutJreme Court. in the 

PITf'l/ Cfl,fl,. very cleArly ataled that. the lll.lCmpt. or bondholders to 
n"ecwcr \lo•hnt. tl1ey enUcd damagc. WI\A An nllCHIJ)t. nL unjust. e.nrich­
n1e.nt., snrl I htwo never been ablo to unden.ll\nd tmd I do nor. under­
stand O('l'll' \\ hy it iA immoral for lhl\ Congte~~~~~ or lhe United StAtes 
by )~Ia lion to luoevent people from attempting to e.nrith themselvt'$, 
at the MJM'11M o tho Oo·vemment. 

Senator 0LAN. Well, you and I do no~ rud the Supreme Cour• 
d...;.ion alike. 

Attorney Oene.ral Cuww:Jscs.. 1 do not think "e e,·u have, 5ir. 
Senator 0 ~88. 1 do no\ think we ev-er have, and I do no&. think •,e 

en•r .~m. 
·"Horney General CUlOIIN"~S. l do not. think 80 f!ilher. 
Scntttor UULKt.t:T. The Court having held ('learly th.n~ under the 

c:i reum~tiU\CM lli'MC.nted in that case thn~ A rlaim for damages il " 
~· laim for unlu8L- onriclunent1 what la: tho dnnger or ponuiuing Rny .. 
body nlMc t.o bring n sin1llnr suit? b it. not. eloorly MLablished under 
thoso eircumaMncOB it. would be unjust em·iehme.uL tUld tb~ti nobody 
could possibly rcco,•c.r in any court of the Unit.etl StaLee? 

Attomey Oen~ral Coauu:\G&. Why, Scm,.Wr, it. is • ,·ery practirAI 
and simple mat.t.er. There are pending at tha l)r"(liiML time t.wo tASN 

•hicb are atttmt,ting to russert. the u.rne substantial contention 
that. .. ..., made before in ditlerent fonn. Th~ are olher ca5M 

tbttatened 
Senator Bololl"LET. Surely--e:u:~ me. 
Aluomey General CV>OtL'<G&. I be# your parooo. Surely ~· .""' 

Tour phrase, thero is no reason why the CO\'~rnment ~r the ,l ruled 
States, as I eet1 it, 8hould not cut. ofi these J)t'8Uterout Autts whic~ f!'D 
ha,•e no afTaet lo t.he world ucept to har"u the 9~'·emntt.~t. an ttt 
OJ.Wratlons and nro bnsed a.lways upon tho propMatton tllAt .an so~1e 
way 11rivR.te pnrtiae hnve n right. to appc;Lr in rOH':LA in connect10~ wath 
matlc.rs of our currency. SO, it. scent& to uta, t!lf{ that ronveoumcej 
eommon ~n8C, ftnd consistency with the l'(tlic·y n ~ady adopted cal 
ror this cnaetm~nl. 

Senator U tiLKLI!T. 1 take it thtLt the Court h.~ itMU, by the "'~ry 
language that. you cited, cui. off ,n pe_.tirtrou~ 1\UU. T~e reso1ullt?D 
that it b~fore u.t cuts off all suits, \\'hC'Ihtr tbty may be Jm,t.orpestaf· 
trous, and uncl~rtaktA to judge. • •hat. the Courl ha!. not JUd~. 
Auom~y Otneral Cuanusas. WC"Il, Stnator, lhtre 1.5 a .conf~n or 

thought. •PI,•rtntly in the o:Unds or variouA peoop1e on this ~bJerl. 
In the flr11t. place the pri~-.tl~e of suin~t the _Go,·emmeon~ 1:s only • 

privilege, ai 1 ha.,•e' re~Atedly sta.ted, and whlrb M'('r')'ODe c:on«dtt 
'A'e h1.ve the right. to watbdrttw. . 

11 there llt'e ;my po!Aibilities of inju&tir-e "'hu•h rntly ~allow fro•n 
that. coun.c t.ho lonun where thAt. should be &t!fltrt..ed 1.s Congress 
it.~U and n~t in courl.A set up by the CongrcM. ncC'au~. unless ~ou 
Lake thllt I)Qtdt.ion you are alwAy& subjl'C't. to ha,•injl the sovtre1£n 
right ol the Congrt.. to de•l with currency •• i~ "'"'"fit chAllenged. h 
private Htiga.nt..s aod that. must be ~on,eded not to b6 oonJOna.nt. wn 
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~~~· d!&ni•Y ol tho Oovunmen~ ol ~ Uniled Slolt<e. That it all~ 
•to at. 

TI•tre it another point of vie•·· . .Sow, you ma7 H-l. up rnoralttaad 
anlt or your own, and I do DOi belie•·· tha~ you do, but anybodyru; 
..,l up moral tt&ndanls ol his o.., and uy that ••Ul'boc!Y ,.110 c1o0o 
not ..onlorn1 with thooe stand&rdll iA immonal. But that dooo 1101 l'tt 
usanr,.,here. TI•• thing is, wha 1 should • great Oov•mm•nt doobocn 
ill turrencyt 

No", • poliey boa been decided. H wu de<idod tlti'r montba of 
long deb~!Alla~d in .the P!""ess !rom tho ~th or Mar<h 1933, l•lr 11 
U\OU I.h.ti, Ill 'AIUCh tht.~ 8\lbJOO.l WtlS under dUK'UIIUOn tt "' hole ttrifll of 
oct" were carrie<! loNMd lor Inc p11rpose o! shiltiJ1g !rom tho1101d • 
coiu standord w the gold-bullion olaodard. 

'1'hN't~ "n8 tl tlcHhcr"t.e JH1rposc upon the l)lll''L of lhc Oo'lcnnncnt. to 
shif~ Lho cuiTCnoy syst.cm £or reasons which were tbon at..J)JlAJ'CUt ftnd 
which nrc .,tiH appnrent..j and so sueceuful WILl it. ~bM. it. ha!l bee:n 
douc v. ithout. 8hotk lo the public credit, which elAnd" hit=-htr tod&..,y 
lhan it ever hu.s, and tb.ere is hardly a pergon iu the United State. 
~ ho "ould ""I'll""~ that tho•e steps should be rotraood. 

In view o£ thai. situation, it. seems to me en&i.rely uide from th6 
que.ti.on and almost an impertinr.nco, if 1 n\ay UH that •-ord, t.o 
1\ljQo"( .. l that tho Gov•rnment ol the Uoiled State. in propooing llld 
adopting tb.is amend men• is doffil! any thin~ thaL il, immoral, impropu, 
ft\·olulionary, or in the oalure of rtpudiatioo. 

Sc-.oator B ut.K LIY'. The argument aboct. morality. of toune, dots 
not apply w me. I have DOl u~ the imD at all in any ol this 
di!ICu~aon. 

A twmey G•neral Cu>uU.<GS. l thought 1 made it cle•r in my 
ol<ll<tneui thot it did noL apfly io you. 

Senator BuLKLeY. Wbai do say is tbaL whilo 1 bno advoealod 
and '"\'t>Oriod tho chango in the currency and olill do, I aboolutt!Y 
deny l iAt. the repudiation of 'i specific. J>rom.i.le to pay 1 « • wn 
weight. or gold is m any way nocessary to carry out. tho policy w1t.b 
r'OilJ)Otl.> t.o tho c.IHmgo of ,.u.rrency. 

J\ Ltorney Oonora[ Cu.\U.II~Gs. I rospec" your I' ud{\ment. flnd 1 soe 
tho (oren or whAt you say. 1 do not beHove t '"" 1t. ia controlling. 
Wiual.> _I mean by that is 1 think tho bulk or tbo l'eMOn, tho weig~l of 
ruSQn ia lho other way. That. is just. o diJI'ete.nco of opinion wlue.h l 
know you wiH permit. me to c.otortain o.nd wl1ieh o( C0\11"80 l ftCCIOrd lA> 
you. 

Tho C'nAIIUIAS. Senator Bulkley, may 1 say tb1~ tbe Sup~-·~ 
Court. d{)Cj flO~ prevent the bringtng O( lbe&e 11 pe&tlfefOUI IUilil I 

BO-Calltd. It. simply says they eannot recover unlea ectual d•magtW 
aft! pro,•eo. 

Stnator But.tu.t:Y. h . IDnp11 says you canno&.. recovtr uolftlll!l .!iu 
N.o .. a damaget and nobody as gomg to sue on tlut~ eon. of 1 e m 
again. lluL. 1 unal(ine there may be otbt.r &uiw whicb may ban 
pat•r m•rit than those which have bew ao lar p.-otod and.~ 
" " OUj<hL not w undenake w preclude tbo bringmg ol ou<h 1\"ta 1 

p«llllo think they ba•·o a right to bring thorn. I could oonCOtU ol 
tl~at kiotl or 8 a:iluat.ioo. 

Tho c ........ AS. Bui J llOtiOO Stone Ollgg .. iod in biA opinioo t.h• 
"'•~· to llrtwent. tl•ese pestiferous suit.a wu to e:l<*' tJu~t. door. 

&nalor GWI&B. No Justice agreed with him, bowover. 

77 
Senator BAa&.&.a1". The other Jut:t-i<:M did no&. rommtnt on that. 

Tbev ··ould l1ave aacrHd with him4 
sf_oator O&.Aaa.. Tha&.. is a eonjecture. ~i r. Chairman, I want. to 

put into the rtCOrd aL thil, point. the deci!i0<1 ol tbe Supreme Court 
an the que.tioo or damags'" Lbo Pu.y ......... hiob not only d- DOl 
coonytbe idea that i\. ia an imptrtint.nce to quMMn the moral right. 
ol the Oo••mm .. t ol tloo Uniiod StaU!O w "'Pudiaio itt cootrael, but 
00 the ct'Dtnry it. au~tl tllat it is -..·or.se lha.n an impm.ioooce t.o 
take a eootrary \•lew. Tbe Sup~me Court uys--

Tbe Cw..utMAH •. I tbink h, hu been put. in about. three timaa beJore. 
Senator 0 LAN . But. ( am going t-0 read it again. 
The C tlAIRWA H. You do uot. want. the whole opinion in, do you? 
Se.nat.o.r 0LA8&. No. no, Mr. ChtUrman. T said thAI. part. or lho 

opinion l11Ut. I'CIIIWB t.o <hun~tgOit. 
The C~ALRMAI<. Con you Jli"o tho PBC"? 
SenM.()r o~.. ... u. r wilt P\l t I t in in order thot it. may be det4.\rmlood 

whether 1 can rud and under~tand plain E1lglish or not.. It may 
not ba imporu~ut to the chairman and otba.n. 

'fbe C HAIRMAN. J just. asked whetbc.r you would designate the J>ft80 
a.nd reference you want-. 

Stnutor OL.t.M. Page 261 the third aeet.ion oC the opinion, •hicb 
relo""'"' tb<! ., .... ,; •• or dam"i" (reading(: 

ln 1hil .... ol the bindloc quam, ot the eo.,~,~. obliptloot-
lo ~tber ,.·ord• tho Court said the Congross bad no rig bL to repudiato 
the Go,·ernme~t'a obligation.-
... ~me ll the qundon at to lhe plalntilr• ricbl ~ :'eCIO'"ft' ~. TMl S. 
a di.a..ud qun;1km. Btoute l he 00\'tTUIDHt it; nola\ bberty W a.lt.er or ~ud•· 
a te it. obltpholw-
and that. 1 empb&&ize beea\lJe it. does not. seem to me lhat it is 1n 
impcrlinencc-
h doe~ not. foUu•· u,at the C!ltt.lm advan~ by lhe plaintiff lhouJd be .u_.~. ,te aetlot~l•for brMth or eor1tract. A• a ren~y ror bre~b, 1J1ainllff cau refO\ t.r 
bO more than U.e to. htl hu ~oulfel'f!d and of • •hieb hto 1ru1,1 rightfully t!QU)JilAin. 
He i1 not. t-ntl tled to be enrietwd. 
In short., tl1o Sup

1

rema Court. thero decides that tho j)lnin!itr i~ . not· 
entitlod t.o recover li1Qre thau' his actual loss, and t,hat.UJ uH 1t dac1dtd 
'Aitb rcspcet to thR.t.. 

Platnt.lfl' tceb Jud@.tn4.'1H tor St6,9$l.2S,hln11 Prec;'~ loep~0tendl~:~~·::rtt:=~ bl$ bond for SlO,OOO. ·r bc Quf!tltlou lo~ w 11 l'tT • ..._." wn h tl v to enkr-
nU.nl, or &ny ac.tua.l damaae, ,.. \he Courl of Clau11.1 halt uo au\ o '~ 
tain ~"' tt.o:tl,_,o lor non1ln• l damap • 

Now the Court did not taY that a oomplain~t ba~l r~o nght. to 
rtro\'e; attual dantAf;t"5· h aimpl." said thal thl! ~~~lnhff dt hot 
t\'fD cite in hlJ petitiOn the llCtUaJ damag~ that he C ·~ed (lUI ~n:J 
therefore the C'.ourL ol Cl•im• could notdec:1de the quesuon ~ no "d 
damages. lt. q 

1
)C.rfeetly dear lo me • ·hat the Suprtme ourl Ul 

a.od -.·hat.lbe Supremo Court mtanL. . . L- --..1 00 any 
Senalor BAHil.Cl'. I do not. think that dtoe~S~OD ..-u OMC."U 

defect. in pleading. Olhtr"'ite, it might h•,·e good ouL :rdtJ&,~=; 
Senator A DAMI. 1 think it did go out on EJD\1 ' 

Barkley. . oci 00 th•l bu~ 
Senator llAHKLt:\' , I do not tlun~ you are corr that "m•~ who 

anyhow they wtrc dotirling in efrN':l 1R that lenguag<' 

-----
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bod o theo<etieal claim for tho d•ITe-enee b6t•een a tho..-d ~ 
and ... teen hundred and oome dollan, blUed on the chance on lht..,t4 
con~nt of the dollar, had no taute of action r.pinst the Oovernmo I. 

Senator ADA>l&. On page 21 tbe Court !!4id: 
0 

Defendant demumtd UJH)U the &round lha.~ the pelition did nol .-..~a tMite ot 
•c lloo bpi ML t.b6 U ni W!d SCA L(.w, 

h .. \\COt. out on A demurrt~r. 
S.lllntor 13ARKL£Y. '!'h ot wnft In the lower court. 
Senator Aou.-s. But it went. up on that issut. 
S.nator BAnur.v. The wbolo eiToet of it is that it shtee 1hat tho 

plain tilt did not state a cauoe of action. 
Senator Ouss. 1 cannot enter into any legal di!<o!Siont btt•·t<t> 

you !•'l' distinguished la•-ytf'l, but I lrnow plain Engli>h when 1 
read 1t. 

Senator BAJlXLET. I would like to ommd this r-lution by ,.. 
quiring in some way that the Suprtme Court ... nder doci..<iono lhat 
eveybOdy coo uoden~tond. 

Senator 0 LASS. They might find oorne difficulty in rtndering cme 1 
could undenstand. 

Scnntor U.AnKLt:Y. Thay would havo a hard time rendering one 
whic•h you did not think you could uMer11tand. 

Sfnntor Ot.,o.ss. 1 sm not. nlone in that, b~ause 1 luwe kno .. ·n 
I he dislinguishod Senator Croon Kentucky infrequnntly ond modttJiy 
to j)r~ut his ,-icw on legal aapocte of questions. 
~n~ttor BAJll(LF.Y. Certainly. 
The Cu.ua.us. Ani thero any other questions you Wlnl to wt 
Senator Snawu. Mr. Aitomcy General--
The CncltlL\....,., Senator Suiwtr, you f.!;ked about the guara.ntftd. 

obligations. 
~nelOr STmwER. I undr~tAnd that is co~ered. 
1'he Cn.uRWA.."rii. That a CO\ 'C'!red on page--
Senntor i\ DAMS. Could l roc all tho Auoruey O•neral! lie .... 

going to givo me nn on~wcr to •\ qu('Stion which 1 &.~\ked him. 
'rlie C uAmMAiS. ThM, is on p1•gc 48. 
Attorney Ocncrnl CuM)t tNGR. It is so fllr back thnt I h11vo forgotlto 

wh .. t. i~ wns. 
Senator ADAMS. The {IUOblion Wll8 ns. to why a p~non could not. 

baiug suit. Cor the taking of buUion, tbo.t. is, either gold or .Uh•cr bullion 
lumOO into the Govrrnmtnt. or taken by the Gove.mnlent ~ why th•~ 
<'O.uld not be sued Cor ~egardlMt of any difrereoees of opinton ~r ooy 
Cotlurc to par. Thu ,. not involved m any gold cia""' qol'611011. 

Attorney General Cu1u.aa.,.oa. You mean .. •by-
~nator A outs. I ..... uking you 88 to the policy forbidding,..,.. 

6Uitl. 
Attomev Generul Co1uusoa. Just. a moment-. I Bnppc?&t, SeJ?-"" 

tor, thnt t'hc.re. are two M.&wcna to yO\Ir question. J,"'"lNt, the f;p«lfi~ 
AnAwer to tho par~c.ular inLerrogatory, and then tho othtr, bued 
on," gene rot proposn1on. . 

rhc fin;L n.nsy,er is tha.t. ~hG Oovamrncnt, hnd acqurcd undtr vanou1• <'.zuu~tmcn ti;, cxeculivCfl. ordere, rmd "'hnt, noa. a large nmount. or ~u • 
l~on thnL hod been tumod in ond was in tbo Treasury of tho \)ntled 
State&. Tbero wu" eontenllon Ou\t .. that. should hrn•o been JHUCI Cor, 
not dollar Cor dollar, but r>aid for on some theory of cnhonced value. 
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_No•· •• •hile of <0ur0e lltot ronten~n probably could no• be...,.. 
uaned m aoy f!JUn, nevertbeltlll8 tb.ii l~tjon •ttlN th.a&. too· 
ThataJ the IP.«&fic anP"-er. ' · 

Tbo J~oonil ana-nr;. \hat thio reaolution it d.,.;goed to withdraw 
aoy pnv1l~ wb•\.IIIX'ver. upon the p&t1. of auy penon wbomsoeve 
lo sue . tho, Oovt~me.ot; m ql~rt.s or lu own 10uing-up on an 0{ 
the ob~,gataona., coln~, ourrenc!'~• or itmsca or the Oovernmc.nt., which 
deal waLh lho liUAUC.ul1 or>erations of tliO Govc.rntueut. 
• Se~atol", ADAK8. WeH, }.1r .. At~rnoy Oe.n(\_f'll,), what r have. in mind 
•• Lht•; ) ou taka • gold mtne '!' 1ha l)loc·k II ill• or in Oalilomia 
oporatmr, '\"~ tboy pioduce bullion. They have no option. They 
mUil. tum u .. m tO l~ Oo~..-em.men~. Now Lbty tum it in_ lO the 
Go,·em.men~ and th~re 1! a di.&pute w&Lb the Oo\ enuntn&, for instance, 
~to the •·f1Cbl., ~l dt~puteas to tbeu:say, a disput~ then u t() whether 
•• ~~~~ be JlO:Id for ot ~ne P'!-'<> or anothtr. The Gov...,.,.nl 
may tMIJI. tba&. t L • 'U bul!ion which abould bave been turned ia end 
bod nol bten produced pnor to the oct, or alter 1he act .... ~ 
Now, whal I lUll uking is why should the molter be arb11nLrily 
decided in tho euo of domeslie produeen of molal! 

AtWrney Oeoeral CuMlUNGS. r am informed Se.nawr that you 
wrote me tt leLtcr on that. !ubject, or t.ha clulirmA;n wrote ~e a leue.r 

Senl\tor AOAMff. 1 did ooL write a Iotter. · 
A Ltotll OY Oanara.l Co&UJ I NOS. Or the d uLi•·ntan. J 1\m informed 1\ 

leu~r wu acnt. to me calling mv attention to 80me pttrtieular situation 
tJ1d I h!'~e O<?t. bad ~ opportunity u y~t. t.o eee that.. letter. l am 
o6t.fa_mil.lAr w1th the vaewaset Corlh nor hu t~re been e..o opportunity 
to e~k up on iL. 1 &m therefore not in a polilioo to Aniw.·er your 
quesuon. 

S.nator BoLn&r. Do you regan! th•taking of bullion u the taking 
of printe property for public use! 

Attorney Otneiol CIJlllW(O$. I beg your pu<tooT 
S.oator BULKLEY. Do you regonl tho talring of gold bullion u the 

taking of priva1o property Cor public uJO? 
Attorney Gene.rA1 Cuw.»J!(G8. Y0 \1 mea.n at the timo-­
Scm•tor Bu t.KL>JY (interposing). y.,.., 
Attornoy Oc.noral Cu.~tuuNos Jeontinuing) . That tho bullion Wft8 

turn&d inLO t.he 'l'reasury of the nlted Statee? 
Senftto r llu LK.LBY. Ye1. 
A ttorooy General Cu>OW<OS. Do l regard Otal u tbc taking of 

property {or public uoef 
S.nator Bu•nn. The taldng of private pro1?f!1y Cor public ...,_ 
Anomey General CvlrOIL~GS. Undtr the pro,"lliom or U.e Consti· 

tutiont Ia th"t what you ore getting at? 
Senator BlJLtt.£1'. Yes. 
Attorney Oentral Cuaunsas (afler a poUlt). m il you nod that 

queeuont 
(The qu~tion wu read by t.he. committee reporter.) 
Attorney Oone.r&J OuMMDiGS. Are you distinguishing, Senator,~ 

tween gold bullion that. was taken over or ore containing gold? 
Se:.tfttor .B u t.KM!Y. 1 do not care 10 rnttC!h about. the ore. LeL us 

htwe tho gold bulliou tlrst and gold coins (ir&t , rh"~ wero takt'n. 
Att.ornoy Oener&l Cu~.:o:os. 'rhe gold bullion IJHd tJu~ coins? 
S.oator Bo•u~r. Y01. 
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AUome:r Omen! Cu>Unl<Ga. or cou ..... lh ........ two thoorioo 

about. i\. 1 do not bavt1 in mind a df.cition_ on tbal nutttioa.. S. 
far as I know, th8. Court hu not pa-.1 ~pon that parti<ular point 
10 what I am u.yLOg hu to do only Mlh r.be legt.liltie •u• 
u to what might perbapo h•t>J"'tl. But as i• liM In my mind oow 
thoro oro two tboori .. which wot~d jUBti!y tho laking, One ;. b' 
<'JnincuL domain, oJld tho other would bo upon tho thoory that th~ 
Oovcrnmenl in the control of ite eurrenoy bad tho right to deol with 
the oubject of gold, booau'"' gold li08 at tho baois or all our fuunoiol 
auucture. Oold is imp........d wir.b ~rtain publio uae1. Oold it 1 
thing apart1 not. an on:linary conunodity, and it. might.. v~'I'J •·elJ bf1 
r.bat tho Court, if tho qu .. t.ion bad arisen or might oome dt7 llioo, 
would look at i• from that atandpoint. 

But in dMling with tho pi'ICLI<al quNtion, r.bo bill, u I ,...u i~ 
brought in tbe gold, required tho Sec:retary of lho Truout7 10 ._ 
io payment tbe:re!or an equal amount, doUa.r fo!' dollar&\ par, or o&lw 
curTtmcy of the Govemment. 

Thai put& the OovemmenL in tho position of being able 10 oay fii'OI 
that it bod tho rigblto do thio 016 80YC...,ign exen:iso Of thO powtto/ 
control of tbc eurreneyj· or, second, iJ it we.ro tbe right. or ttninenl 
domain, lhRtt it h~d ma< o full compc.tuu•tion. 

Thnt. is about how it. lio11. 
Senator ST•<w£K. May I follow that Ul>t The Attornoy Otnorol 

hu made the ¥ery int.ereaiJng stAtement. thtt. gold is e thing ap1.rt 
by rtMO? o£ its relat.ion to the monetary system and n.ot an ordinuy 
C'Olt\ modt ty. 

Attorney General Cu>nii NGO. Tbat is wbst I think. 
Senator SrEtWER. Is that a quality tkat is inherent in g<>ld or it 

r.bal true by s.,.tutef 
Attorney General Cu>UIISOO. or oou.... it is true by vin"" oltbe 

bistorir&l fact, and how that ft.tt. a.l"'fie is an interesh~ Ap«:-ula.tioo 
in 'be dtwelo·pment. or currency. 

Senator Sn;IWER. We.ll, is it, not. lruo by statute? 
Attomev Genernl Cuw),tiNOI. h islnao both wnys, l tbink. 
TheCu.Unw.AN. J3olh by lt\wund cuatom? 
Attomoy Ocne.rnl CuMl H NOH. Lnw, custom, histor_v. It is n ~ong 

&tory o£ the de\' e)opment. of money, which is a {ascmAting 8Ub)tclt 

nnd which we could discuBS untiltl1e ''oows came boma''. 
Senator ST&rwER. Well, I do not propose ro de~n ):0\' l!ere to do 

that, ~lr. Attomev Oenert~1, but I wu just. wondenng, t.f1t.11 true.bJ 
o~tute, bow far tho Oo••emrnent may go 6.rst in clotblllg an articlo 
,.,r.b r.he ehAl11el6 of money or rei a ling il to r.be monetary opteataad 
~~en, ~\·ing done that, in atl8ti:ng tlae righ\ to take it int!t •"! poeMit" 
1.10 n "·athout. regard to the fihla amtndment to the Conatuuuoa~ 

Attorney Gen..,.! Cll'>I>U><Os. That aspect of tbo matter .... 
rec~i.z.ed, I t.Link, ln the Nortz ca•t, recently decided, one or thtee 
gold.-clauso cn&'!S, where tho Cour' sustained the pl'()(ledurc ad~ted 
by tbo Government for bringing tho gold into tho corr ... ol the 
•rrl'asury in nxehangfl Cor the r.urrcncy. And tho principle. hu been, 
well, ! should sa.y , •ucceaeivt1ly dtwc.loped ev.cr since tho l!Jiud-m~tY 
l<lf~. \Vhen wu that.? 

Sen•ror GoRE. 1603. 
Attorney General CU>I >Itsoa. \\~>at date did you git•o, Selll~<>~' 

Go ... ? 
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Senator Oo... I GOa. 
Anomey Cl•neral Ccwwmas. That wu one of tho lint gtML­

on the oubjt<:l and fucod the oo•~reip control or curren<y ood i~ bu 
never been ahaken IU1Cfl. ' 
~nator 0LAJJ;&. Mr. Ohairm!'~· mlly 1 ve~ture to ask th~ Att.omey 

Oenel1!.ll\ Qtle8l1on wathout..d«u:nng t.o &et•m amptrtine:nL1 
Tho CttAIII>IAN. Ye~~. 
Senator Or.A8&. lwould liko to uk, Mr. Atton1oy Oenerai-­
Anontcy Oene.r"l Cuw.MtNGB. I beg your J)Udon? 
Sc>1t.'\t~r 0 L.A~. J tta,• I drs:ire t~ ask you a <JUl"::tion without de~:iring 

to &fltln Jmptrhncnt. J would hke to uk you iJ the:re is any ease in 
the judicial b.ittory of the United States ••h.,.. money baa been made 
the objoel of tho riJtb~ of eminent domain? 

.Attorney Oenual Co~J..SGs. \Yell, in answering that question I do 
DOt want. to be too certain about 1t. because theft< may be tues wbitb 
do not for the moment. occ:u.r to ~ m.lnd. I auppose the nearest.,... 
proech to it. would be the LinQ_ Su Fa,. cau, in whicb, u 1 recall the 
exportation or ailver lrom the Philippines WlO forbidden and the 'con­
stitutionality or the regulation was IUStl.ined by the Supreme Court.. 
I can give l'OU the ~act eitation if it. ia or int~rt.ll6t . 

Sentttor OI.AU. Was lho right or eminent. domttin invol\·ed there., 
or tho righ t or tbo OoverruncnL to control cxpottllliont 

Attorney Oc.ncrnJ CuMYLNGs. \Veil , it."''" ba~eU on the so,·ereign 
control O\'tr the currency. 

Senator 0LAII. Yeo. 
Attorney Oenerc.l Cu:~unsos. ln vie.,,. of tl•e fac.,.__. 
Senator OJ. .. AU. 'fhat 1 unde.rs.tand, but I am uklng whether tbe 

decision.,. • ., baaed on tbe right of eminent domain by tbe Gon.rnmenL 
to tak• privat8 property? 

Senator Sn:nru. ~~ay I suggest tbiJ in ron.neclion .,.;th the Attor­
ney General'& an8•·n : The citizen is entitled to have bis property paid 
lor in money, nol in property. Therefore th<,.. could hardly be • 
condemnation of money, wbieb would ha,•c to be paid for in money. 

Se.nnt.or 'BAnKt.&Y. l.s there not 1\ dilference betw~n ll\Oney and 
the tl1lng out. of which money is made? WJ~ilc enti.ncnl..<lomain migllt. 
not bo nceo&Sory to ru us taking nctun1 money is concerned, it might. 
be necessary to t4•ke possession ond impro,•e d1o thing out. of wbu:b 
money may bo rnn.do or which is tho basis of it. 

Senator OoRr.. Jn that connection, I would like to say, where the 
po•·er of eminent domain is e . .xerc~, the \•aluo or oompmsation is 
Judlted. It is a judicial que&lion and no~ one for Congreeo. 

!he CHA-JtWA.:t. 1 cannot bear you, Stnator Oore.. . 
:,e-nator OoR&.. I say, "·bere. it s n~ry ~r dew-able to ~ereue 

the po•·tr or eminent. domAin and romperuat10n • ·ould be. paid tbe 
o...-ner of tlte property co.ndemned, it i1 a judidal question aDd not a 
lt'lri;!la tlve quration. Co~ cannot settle that question. 
&na~or 0LA88. Tha11is what J was coming to. 
~ltorney Oeneml Cu~unso.s. When llle enactrneo~ was p~l 

wlurh brought tbe gold into tho T,rcMury or \h• Umled 5\at .. , It 
dcalt not only wil)1 gold coin, but wrth gold bull1on, and provrdcd lor 
thl\ pByrne.nt. therefor in curre.ney by th~ 'rreMur.r,. . J .. 
. Now, upon what tJ1oory i t proCeedod .. onlr ou mt"!csllng specu ~ 

lion, and tlte nearest that 1 can oomoto ollordrog ony light now on thu 
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oubjod, if i• '!>t....,.ti.JOu,la.to rH<I from tha N~z ca .. , ia whid. the 
court wood thla -.ery lOt-ung 1~: 

PS&lotUf eX}illeiUy ~lata hit t'OnC!Urf"tnte In lhe Govmim.t:nt.'• fO'Qtatlol U~at 
the Consrt• h.u compl-ete autborU.y \o rqulate the: our:rmct 'I'thl o1 U.. 
eountry. Ue doot not deny that.,~ In uerelelna tMt aut.bori\.J, the eo,..,_ bel 
power "to appi'OJ;irlate un\.0 the \.ktvCTIUI' .. nt. out4t&ndin& &(lid bullloll. soW m~, 
and 1old ct.rUfieat6." Nor dCift bo deny tb.ai tbe Coni"* had a11tl~t{ 'r1o 
OOIII/)1!1 all retidenu or thll country to dtllve.r y1)to tlle Government a1 a.old 
bull on, 1J4)1d oolnt, a.ud gold certlft('AtC'IIIn their ~on ... 

Then the Su1>rcme Coun went on oud aaid: 

n-~ eou.ld not b6 tu~ully eballena,ed. <:tUnc KMZ <v. IM '""-
12th w ~7; J\liUU.rd '1. GttflUitO!It (110 u.-s. 421)11· u,., s" , •• \', u.w 
SWa (218 • S.. 302Ji ."tl,...ow v. Botti,..,, 4' OIIC. R. • C•, dtdded 'ldldaf. 
Tbe quM.ioD p\Aint.UI' pn!IM'U\ata tbut.tfnply oo&oi';J- C!OR\ptnM\Ioa.~ 

And then goes on and at- tbal particular aspeot ol the matl<r. 
Senator GL..SS. n .. the Govmuneot ever been ~von the rich~ 

baa it the right under the Constitution • ·ben it exems<~ the right or 
~mintnt. domain, to determine the compenM.Lion? 

Auorney Geoeral Cuwwt:<os. Your question Ia v.ilether lh~ Court 
hu c'·er pBSSCd on that. partieu_ll\r question! 

Senator GLASS. Wl1elhcr tho courts have ever been deprived ol 
Otl) right. judicially to dote.rmino tho. compensation ? 1 

Attorney Genernl CuMMINOS. GeneroUy spooking, ~n..t.or, of 
ooui'MI we all rccognir.e lho~ where prop<>rty is taken by the 001·om· 
menL unde.r the power of eminent. domain1 that tbe just compensation 
to he awarded then>lor it a judicial quesllon to oo det<>rminO'd by tho 
ooun, but that may not apply to the enforced exchange ol one kiDd 
of rurre.nc,· for uother. 

SenatorBuLn.n. That • ·ould oo true under any nf th- theorioo 
you are speaking or "ould it oott 

Attorney Gane,.i Cu>nuNOt. That is a general principle. 
St:nator Bot.xLEY. Ym. 
Attorney Genera) CuwMtNOS. l:lowe,·er, it may not apply to a 

l iluAtion where the Govcmrnrnt is toking in gold bunion •nd gold 
coin, whiclt are so intimft.loly B860C.iat.ed with currency lttelr. 1 am 
15UI't'l 1 cnrmot tmswer bet608C r urn not tlWare 1hnt thn Court. h.sl 
on.r psssed on that pBrlicu1ftr question. It was for t.hAL rtAson, 
8UBJicel, that the ••t iWII by which the gold bullion •nd tho gold 
C'oin were drav.-n into the Treuury, provided for the exchange 1hert!~r 
by the Treasury dollar lor dollar. I suppose that io the roAIJOn Jt 
"u inserted in the bill. 

Seo .. or Bt:LJ<J.ET. But there eaonot 00 anr. doubt that uooor .,., 
or th ... theories it ..... th• inttnt or the Constitution that tboee "t.;:; 
property was t&km should bave iust compensation, ean thort • 

Attorney General Cu>uUNOt. Not as a general principlo •nth 
l't'gard to all kinds or <Ommoditiea, that is undoubtedly ... 

Senator BULt<LEY. None or th ... tbeori ... impinge on that, do thert 
AUornoy General CulUUNOI!. \\rbich theories? . 
Sen11tor BuLKLEY. \Vhothcr it. be under tbo right of onUnen~ domftitl 

or the right to control tho currency, atill ii private profert)' ••
11
t•

1
kcn, 

it. is lbo intent of tho Contli~ution that tho owner o it· AhA 11"e 
just. compell84tion, is thftt not right? 

Altomoy General ColUUNO&. ln g(ffitl'al that. is tnu!, but how 
far that follows in a qu .. tion of gold, I am not prepared to 111· 
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Senator Bcrt.l<LJ:Y. Do you think thoro mipt t.. an exeeption to 
th&tt 

S.nator GL.AN. The qu .. tion l b .. a in mind io who is to det.,_ 
nune whaL il jutt. oompenution, whether it il tho part1 tak::!Ag the 
prope.-y or the couut 

j\Uornoy GMON\1 Co>UUJ<OS. or courso, in this e.-you-· <he 
question you &ro asking is purely aoadrunio, OOcauBO in t.he bill to 
which I rcr,-.rrod compeo18tiOn is fll:Cd in t.lta l lllt-UlC, and in tho 
Norlz c<Ut tho Court. bold tbu t.he. arnuagement. made by the Congress 
satisfi~ all Lho oonstitutional requi~mentt~. So it. iJ tm tlCidemic 
qutttion at to t.bo o.xact. theory. 

Sel\ator OuL.K.LCY. 1 do not think it ia an uade1nie quMtlon 
wht>hor a person """-property i.o taken shall!l"L just rompmsation. 

.\ttomey Oeneral CuMlllsGB. \Veil, this it an mterestin.g diiCus­
lion, but it. ia not, as I 866 it, pertinent. to our pre8W&. mauer. 

Senator 8Ut.Ut:Y. 1 think it. might rtmaio \0 be a«n how Car it 
is ptrtinent.. 

Attomey Oeoeral Coa&lUSGS. l see no OOMtet.ion with it. 
Tho CmAUWAN. Anything else? b there ;my othcr<t\le&tion or Lhe 

Secretary or tho Atton~oy Gen~rtll or of anyone else JJrtSer\t? 
S.nator O<,A.Iil!. 1o tho Under Sooretary to he <JU .. tioncd! 
The CttAit\:\.tAN. He is hero. Do you Wtlnt. t.o lutk h.im &ny ques­

tions1 
Sentlt.Or Oa.AU. 1 do not "'~ant to ask him tmy. 
The C uAIIUIAS'. This bearing will ha,•e 10 00 printtd. 1 know the 

C(lmmittee will want to see a full print of the hearings. Has anybody 
anything to submit.. lor the record here ro be inc orporatt'Cl here? 

l~o r<tpon~.) 
Tbt c .... R .. AN (after • peuse) . Tb• atatcmtol or the Solicilor 

General, in rtply to the question ol S.nat~r MeAd~. . . 
SenAtor STtlW'E.K. Thet might well go Ul the l'ftOrd, if H. 1$ not 

al,..ady in •he record. 
The CnAJR¥AN. The investigation ~ho.,.,.,.__. . 
Senator $Tg1wEn. h should lle in.scrtcd in tho rtcord tqgether W'lth 

the 8lftlistiC' ft1 anrormnlion the Secretary bn., kindly consented to 
giv(' ue. 

(Tho lot.ter or the Solicitor Gen<ral, d•tod July I G, 1936, toge<her 
\\·itb the ehtcmcnt. entitled tl His toriC' a I b;wk~l'OUild ror 8 proposed 
ac•1 dl'A1in~ with claims based Ol\ gold ..... lauM'l c:rrtificatcs". and tho 
~t&li8ti('Al mrour..ation lurni.shtd by lhe ~rCtiL,I')' of the Treasury, 
.... in~tn<d at the end or !he rc<ord or tbJA htonng.) . 

Tnt Cn~otll»As. This resolution doca not io,·oh·c the domg a90'ay 
•i•h the C'ourt or Claimsf . . · 

Auomey Otntral Cu.w.w1-sGs. No; nor doing •••avw1tb tWIJi~l 
lbt Oov,.mm,.nt. in the- Court. of C1aimt. It onlr does a.-ay tn!b thfl 
bringing of euita agains&. the Oonmmtnt iM·olving the quf':SUOO of 
gold, turrency and Government obligations. . 

senator OoKE. h would be a short cut. to Abohah the court 8!1 we 
did tha Commerce Court? , 

Attorney Q(lncral cu~tMINGS. \\'That is that, & nator Oore. ' 
SentLLOr OOHil. 1 \YAS suggesting jt, would bo" short-cut to nbohsb 

the court ~~~ we did tho Conunerce Court. , . . 
Allorntty Otme.rtd Cu...-wtNGS. A~; I ftfll 1ry1ng to porn~ out~ there 11 

• distinct difTe.rtYlce bet"·een what the Gotrnuntnt l! dom; an a 
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propn•l&JY. capadt.Y, Illl~er an ordi!>ary coolnlcL 1111d whotll •"-'­
lll • oov•r<>•P .. ~coty on coouolhng the <u=••)'· It 11 the lu;""' 
a au it •a•in .. n the Govfl"'UUlt.nt. in t.be Iauer capACity, thai.;.. cuL :i' 
and not. tho fomttr. • 

S.nowr Ao•ua. ~lr. Atwm•y Oweno.l1 did oouhe Ooun poiol • 
in one ~r ~~~ decimC?ns that. 1n ~rro•'lDK ~!Jt1 the Oo..-~, 
11'1111 acung 1n 11.1 propnetary eapae1t.)' and oot m ll.aiOVtreign tapteil 
••d w11 hrld w ito obligations in Lhol wayT It wu • quoullo~ 
I do not on ron doe Court hcld it., but thoro wu • citation in one ohb~ 
gold rasts, the one I think r_rom Btun~JLOnJ. and ono from 10meoooeDe. 

Attorney Oencrnl Cmu.nsos. 1 think, :)tnt.klr,l he moreyoua.t\ld 
thoec caAe&, tho more you will fLDd in them lhftt. you did noL think"''~ 
thoro. 

'l'hc C nA11lt.tAN. 'fho commltlee will tnkc " rkOM auhjeet to the 
call of the c·ha~rman. :<\s soon fL8 lhC86 hearillgtJ lli'U llriUte!d, l wUI 
uRI1 the rommattoo agam. 

(Thc"'"I>O"i •t 12:40 p.m., July 17, 1935, • rcctM WM token oub­
j~t to tho <at ol the chairman.) 

L&Tf'&A or TIUl Sot.ccrro·a 0DE1UL T'U. .. t.MI'rTUlO lhtTOaiCAL. U.u:•t:OIOen • 
roa hof'OIIlD ACT Duuxo •nu CLAtlllll B.ua.o o~ OoL...Cuett en,. 
T,.ICATU 

Orr1ca o' TH& SouCtT"'• Canu~ 
M'uAf,.,c... D. C., J~;lr II, 1131. 

lion. Oc-ltc~ox t•. f1.newna. 
C'JMitnMII .~:Jie ("HI•ilfl!e ... BI...Ji"f eJWI Ct;rr~/• 

Sc:•a'e 0~ BwiU•"'· ..,.,.,..., .... D. C. 
)h DttAa )t a. CR.Ult.M.A$: En~loeed find a IUC'morandurl1 0.. the bl.\Or'lall 

dt\tiOJl.lf'lf'nt. of the Cour' of Clainu and l~tktn 1lli 1\bdr•• lnt~: (f'OIG d&l.DJ~tl 
tlllt" rifht to 6te C"lAhiU or pu.raue judkial rt.rucdle. """lriJ!"t t he UnJWICI St.a.ta, 
t~thrr w.IUt. tho eomm«!llt. on the eft'oei o1 the p"'t><*d Senate Join\ Jtedu.. 
tlon 1&5. 

In t 11111 ~Om~oN:I101\, In the t.cnimony or the Aii.OtM)' Central, be lUted \.hAt 
ll~ c.tal;lhilm~m. 6f the Court. or Claim• oeeurrod In the Iii( l ift. The hwtt:li· 
ptlun t~l•ou that It aeklally took place In ISM. 1 acn w.·ondtrin(C U ((lrf'tdloa 
could he made In the printed Jcoating4 of thi• minor nrht.Uon. 

Youn ~ruty , 

OOLf)..-C'LAUt& 8tCUIUTtu 0, TUB mnTED t;TAYQ 
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July 17th, 

The Sel ect Col!lll1 t tee to Investigat e Real Bstate 

Bondhol ders' Reor ganizations, which expressed t o t he 

President doubt about the propri et y ot the appointment 

of Mr . Peter Grimm, ot New York, to a position as 

Assistant t o the Secretary ot t he Treasury at a t~e 

when the Select Committee was invest i gating real estate 

reorganizations in New York City, baa held an exhaus ­

t ive discussion with Secret ary Wor genthau and Mr. Grimm 

and has concluded that there has been nothing !~roper 

in his activities or anything to oontl1ct with t he pub­

lic service which be 1s expected t o render. 

The Select Committee feels also t hat while Mr. 

Gri11111 1s identified with the Government, his sel"rlcea 

will be available t o the Colml1ttee 1n ita further in­

vestigation ot bondholders protective organisati ons . 
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July 17th 

I called the Presid~nt and told him that I had a 
dress rehearsal yesterday with the Attorney General about 
my going up on the Hill to testify on the "Gold Clausen , 
I told the President that I had suggested to Homer that 
it would be wise to come with me so that they will not play 
one against the other , 
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I also tol d the President that I had seen Congressman 
Sabath end his Committee and that they have withdrawn their 
objections to Mr. Peter Grimm. 

I tol d the President that I wanted to tell him about 
a very interesting idea which I have had on the Chinese situ­
ati on. About nine or ten months ago we bought roughly about 
20 million ounces or silver from China at about 52¢ . They 
delivered all but about 4 1 7501 000 ounces . A couple or days 
ago the Chase National Bank came along with the suggestion 
that the Chinese government would like to deliver this s ilver 
to us in Shanghai and to be put in the vaults or the Chase 
!lational. 

Wy thought is to say to the Chinese that we will take 
5001000 ounces a month and string this thing along for ten 
months. The worst that can happen i s that we will lose 2t 
million ounces and I think that would be cheap to "kid" the 
Chinese along at this time. Perhapg we can get T. v. Soong 
t o make as nice a stateaent as Tannery. This might be the 
start of building up a silver reserve against which they can 
issue currency. Once a month I will take it up with them and 
agree to take 500, 000 ounces. 

The President sa id the only possible risk would be 
a revol ution in Shanghai . This i s a stabilization matter 
and will , therefore be only between you and myself. I told 
t he President that f would talk to Phillips about it tomorrow 
and get his views. 

* * * * * * * * * * 
H.Jl. Jr . called a meeting of the foll owing people to 

discuss the unemployment situation for next year as Bell wanted 
to work on his Budget Esti mates : 

Frances Perkins 
A. F . Rinrichs 
Harry Hopkins 
Corrington Gill 
Haas 
Bell 

H. ll . J r . 
H.S . K. 
Walker 
Carson 
Roche 

Regraded Unclassified 



B.II.Jr: 

Hopkins : 

Hopkins : 

H.M.Jr: 

Hopkins : 

H. ll. Jr: 

Hopkins: 

B. I4 . Jr: 

I do not see how we will be any better ott on un­
employment on July 1 , 1936 than we are now. I 
think we ought to have a census taken. 

'Because ot the political issue, I do not think 
that an accurate census could be taken, 

It was the opinion of all that even 1t business 
picked up next year, mora peopl e would be given 
employment but the relief rolls would not be 
decreased and the unemployment situation would 
be Just as bad as it is now. 

Hopkins t alked about the unemployment policy and 
H. M. Jr. interrupted and said, •why not call a spade 
a spade and admit that we have no unemployment 
policy. There i s no one place where there i s a 
chart showing the number ot unemployed in a particu­
lar area and also showing t he amount of money al­
lotted to m$et their particular needs . • 

The government has to face the questi on as to 
Whether it i s going per:;;.mently into what is known 
as the "great public works program" . Anything short 
of 10 billi on dollars will not do the trick or 
putting people to work. This four billion eight 
does something but does not begin to "get home". 
You are financing many government things out of the 
f our bill i on eight when t hese should be financed 
out of the regular appropriations . We have various 
kinds or relief - relief in i ts lowest form (just 
reeding them) • we have hundreds or thousand.s that 
get $6. 00 or i7. 00 a month (also jus t taken care of) ; 
then you move all the way up to hundreds of thousands 
or dollars to admini ster it. Then you have t he 
question of whether building dams, bridges, etc., 
will be a means of t aking car e of the unemployed . 

What i s the best way or meeting the unemployment 
problem? No one has f aced it squarely. 

We have tried to meet it in ail kinds of ways. 
The President sa.id by quitting r elief . 

There is no indication that we have quit relief. 

Yes . We are going to quit . 

You are taking people who have worked two or three 
days a week and put them to work five or six days 
a week. Do you call that quitting relief. In 
your opinion, are there any steps t hat we can take 
now during this fiscal year to lessen the r elief 
rolls for the next fiscal year? 
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Hopkins: 

Frank 
Walker: 

Hopkins : 

B.M.Jr : 

Hopkins : 

Frances 
Perkins : 

H. ll. Jr: 

Perkins: 

B. W. Sr : 

Thare is nothing you can do to reduce the relief 
rolls artificially. Look at the drop 1n national 
income. Who loses that income? Where did that 
burden f all? It fell on the wage earner and un­
employed people. 

I think the cities and states should be in a 
positi on to take care ot their unemployed people . 

You can depend a little on the cities and st ates 
but it is a federal problem and t he President said 
so. Our problem i s 1n the great industrial cities . 
Is unemployment increasing in New York City? I 
know that unemployment bas decreased 1n Detroit. 
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As a matter oftact, in all automobile cities. Our 
records show that we have had a decline every month 
since January on unemployment . 

The President has gone much furth er as to his own 
hunches without any real ba.sic information. Right 
after Labor Day we get into budget making . 

I do not see where 4 or 5 million people will be 
put to work. Less than that will not do any good. 

It a man in a family is put to work he can help the 
other unemployed i n his particular family, so that 
1! a m1lliqn and a halt go to work it will help a 
great deal. 

We are only 15 days 1n the new year. We have lli 
months yet to go. I cannot see why we cannot 
figure out a better way to clear up unemployment 
than we have 1n the past. 

I do not see wher e a census will do any good. 

I feel that it would be a good starting point on 
~ich to base estimates . 

The meeting broke up not getting ~ere. After 
listening to Harry Hopkins and Frances Perkins, H. K. Jr. felt 
that we were 1n the aame position on unemployment now as we 
wer e a year ago. 

Regraded Unclassified 



DEPARTUEHT OF STATB 

WASHINGTON 

In reply refe~ to 
551. 5 p 1/248 

My dear Mr. Secret ary: 

July 17, 1935 

Wi t h reference to telegr&m No . 123 o! July 13, 

1935, !rom t ho American Embassy, Mexico City, a copy 

of which I sent you July 15, 1935 , I enclose a copy 

of air mail despatch llo. 2722 dated July 12, 1935, 

which was referred to in that telegram. 

Telegram No . 119 of July 11, 1935, referred to 

in the first sentence of the des patch, does not concern 

sil ver or monetary matters. 

Sincerely, 

/s/ Willi am Phillips 

Enclosure: 
Prom Mexico Ci ty, No . 2722, 
July 12, 1936 

Tbe Honorable 

Acting Secretary. 

Henry•Liorgenthau, Jr ., 

Secretary of the Treasury. 
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COPY 

E.!.:BASSY OF THE IDI!TED STATES OF A.MERICA 

Uexico, July 12, 1935 . 

No. 2722 

SUBJECT: Mexican inquiry regarding the silver policy o:f t he United States 

The Honorable 

Sir : 

The Secretary o:f State, 

\'lashing ton, D. C. 
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I have t he honor to r eport that during the course 
of my interview with President Cardenas (see my tele­
gram number 119 of July ll, 2 p.m., 1935} one o:f the 
matter s referred to by the President was the United 
States ' silver purchase policy. He said he was inter­
ested in m~ program because of its immediate effect on 
financial and monetary measures contenplated by the Mex­
ican Gover nment . He inquired particularly if I knew to 
what exten t the United States Treasury was planning to 
execute the s ilver purchases recommended by Congress. 
My reply was to the effect that I had no personal knowl ­
edge ot the long-term plana ot the Treasury, but it was 
my impression tha t if the Treasury had not been as active 
in the silver market as in the past it was because ot the 
speculative character of the market . 
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Arter s peaking or t he recent changes in the Mexican 

monetary syst em neceui tated by the r ise in eil ver and 
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ot t he importance ot a large silver production tor the 

Federal r evenues and the economic well-being ot t he country 

as a whole, the Presi dent told me that he would ask the 

Acting Minister for Foreign Affairs to give me a list of 

questions which he would appreoia~e by submitting to 

Washington. 

Duri.ng a courtesy call at t he Ministry of Finance t his 

morning, the ~nister, Senor Eduardo Suarez , referred to 

the President's conversation, emphasizing t he desire of the 

Mexican Government to cooperate with t he United States i n 

measures looking towards the rehabilitation of silver and 

his hope t hat t he United States Treasury's s i lver purchase 

program would be continued, as t he Government was dependent 

for a large share of its revenue on taxes collected on high 

priced silver . 

Shortly after this visit, Mr. Norweb, Counselor ot t he 

Embassy, was asked to go to the Foreign Office and was 

given a ques t ionnaire on silver by the Acting Minister f or 

Foreign Affairs, which reads in translation as follows: 
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1 . Does the American Government consider that 
it would not be con tro.ry to its monetary 

policy to hold a oonterence of American Central 
Banks (in the United Sta tes, such as the Federal 
Reserve; in Mexico, such as the Bank of Mexico) , 
which conference would have as its ob jec t to arrive 
at an international agreement through which at 
least the principal Central Banks of America would 
set up t heir reserves with an impor tan t r a tio 
(over 20%) of silver and that in the same ratio 
payment i n silver woul d be accepted at a more or 
less fixed exchange rate for international bl'.lances? 

2 . Does t he American Government believe that a 
convention of t his kind would serve i t s purpose 

of seeking the rehabilitation and stability of price 
of silver by g1v1ng, i t greater monetary uses than 
those which it now has? 

3 . Does the American Government believe that pres­
ent conditions are propitious for the holding 

of the abovementioned conference? 

4 . Would t he Government of the United States be 
disposed to sound out the opinion of t he other 

Governments of ftJneric a or to support the action 
taken to this end by t he Government of Mexico? 

5 . Would t he American Government be willing to 
issue t he convocati on t o the conference or if 

not to support vigorously t he convocation issued to 
this end by the ~exican Government? 

There is enclosed a copy of the Sp.lllish text of t his 

questionnaire. 

Enclosure 
aa described above . 

Embassy til e 851 . 5 
RHN: KCT 

Respectfully yours , 

J OSEPHUS DkNIELS . 

In triplicate to the Department of State 
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July 18th 

H.K. Jr . called the President t o-day and told hi.m that 
he had talked to the Vice-President about the two people we had 
chosen to fill t he vacancies on the Board or Tax Appeals . 

The Vice-President had approved or our two suggestions 
but Mcintyre called H.K.Jr. a little While ago and tol d hi.a that 
senator Jk:Adoo did not want Roger Treynor or California because 
he was a Republican. 

J i m Farley and Steve Gibbons want Arthur Mellott of 
Kansas, Who is at present Deputy Commissi oner of the Alcohol 
Tax Unit . The President asked Mr. Morgenthau t o send up Arthur 
Nellott 1 s name and Congressman Arnold ' s name to the White House . 

H.~.Jr. told the President t hat at the meeting this 
afternoon, which the President called to discuss the unemployment 
si tuation, there was two things he could do: 

to-day: 

1 . Order an unemployment census. 

2. There is a vacancy as Econoaic Adviser t o Frank 
Walker. The President aight put a person in there 
and make him Chairman of the Committee which he 
has suggested to study the unemployment situation. 

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

The French Ambassador came 1n to see the Secretary 

French 
Ambassador : I came two weeks ago to express my gratitude 

for what you did for the Bank of France. I 
have also the gratitude or the French govern­
ment to express to you. 

B.ll.Jr : 

p . A: 

B. ll. Jr: 

It was very gene.r ous of Mr. Tannery. 

I was delighted that you decided to suspend the 
new taxes on the importation or fish. 

The minute I heard that this order was issued by 
Internal Re.,enue I 111111ediately ordered it w1 thdrawn. 
It was adding insult to injury to put the taxes 
on fish at St . Pierre. 
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B.)l . Jr : 

F. A: 

B.N.Jr: 

F.A: 

B. J.! . Jr r 

?.A: 

B, ll ,Jr : 

B. M, ,Tr : 

Row ma.n::r people are there at the Island ot 
St . Pierre . · 

About s ix thousand. They are poor people . 

The)' couldn 1 t be Yerr poor . They must have 
made a lot ot moner out ot smuggling liquor. 

Well that ' s oYer . 

Leavi ng stabi lization out of the question, if 
t he three governments could stop tomorrow 
speculation in their own monies I think i t 
would go a long way towards getting an eYening 
out ot our exchanges . 

Do you find it convenient contacting our gover n­
ment the way you are at present? 
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The proper way is tor the Bank of Fr ance to con­
t act the Feder al Reserve but the Treasury 1 through 
i ts St abili zation Fund, has suppl anted the Federal 
Reserve and we have had to work directly with the 
Bank of France. We have no Treasury Attache in 
France and, theref ore, use Cochran. We came 
t hrough this crisi s together . 

Kay I say something which i s not t he u sual 
diplomatic t hing? I had nothing t o ~o with the 
apple-wheat bus iness . Somebody on our side made 
a mistake and never asked the Treasury whether 
this arrangement was within the law. Your goYern-

. ment took the apples in good f a ith and gave us 
damaged wheat . 
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July 18th ;:or 

Mr. Morgenthau called in Ur. Phillips to discuss the 
Mexican inquiry regarding the silver p~licy of the United 
St at es . 

Mr. Phillips brought with hilll llr . Edward L. Reed, 
Chief Uexican Division, and Mr. Frederick Livesey, Assis tant 
Economic Advisor . 

Mr. Livesey read question No . 1 or the Mexican cable 
Which is as follows : 

B.U,Jr: 

B. li ,Jr : 

• Does the American Government consider that 
it would not be contrary to its monetary 
policy to hold a conference of American 
Central Banks (in the United States, such 
as t he Federa l Reserve; in Mexico, such as 
the Bank of Wexico), which conference would 
have as its object to arr ive at an inter na­
tional agreement through which at least the 
principal Central Banks of America would set up 
their reserves with an importaat ratio (over 2~) 
of silver.~nd that in the same ratio parment 1n 
silver wo~d be accepted at a more or less 
fixed exchange rate for international balances?" 

~ 
Whatever we do I want the Treasurr to do i t and not 
the Federal Reserve (the Mexicans refer to the 
Fede.ral Reserve as the Central Banks of America). 

About a year ago, when we were 1n this jam on the 
Hill with Congress, the President sent a "hurry up" 
message to the State Department on 24 hours notice 
to say something to Canada and Uexico that we were 
looking forward to an approachment along these lines. 
Next day the President said, "I have started negoti ­
ations with Canada and Uexi co•. He has it 1n mind 
verr strontlY that he wants to start a North and 
South American dollar bloc. What the llexicans say 
in their cable is almost a paraphrase of wbat the 
President said in his message . Tbe foundation tor 
this was laid down by the President a year ago. 
I wonder 1t we could not ask Mexico and Canada to 
meet with us in Washington where the President could 
direct this meeti ng . Tben it would be easy to draw 
in the Centrel Americ.:an countries . 

Regraded Unclassified 



103 

Phillips : It we want Canada we would have to wait until atter 
their election. 

H.M.Jr : 

H.M.Jr: 

B.J.I.Jr: 

Phillips: 

Why don' t we invite Mexico and Canada to come here 
and discuss this silver policy? Of course I c~' t 
do it now. It will have to wait until attar Con­
gress adjourns . 

I want t o leave Chin.a out of this tor the moment . 
I have another idea tor them. 

It is -r hunch that they readjust~he1r currency 
to have silver over 73¢. Silver is now 67i¢ and 
it worries them. They are coming here to see what 
i t i s all about . They have been selling us a 
terrific amount of silver this month. 

Inasmuch as they have no representative in Canada 
we will have to send a copy of the Mexican cable 
to the Canadians . 

Mr . Phillips lett saying that Kr. Morgenthau would hear 
further f rom him in regard to this m.atter . 

A copy of the cable sent by Josephus Daniels to the 
Secreta.ry of State i s attached her ewith. 

*********** 

Kr . Livesey and Kr. Reed left and Kr . Phillips stayed 
behind because Mr. Korgenthau wanted to discuss with h1a his 
new idea in regard to the Chinese silver which he discussed 
with the President yesterday and which is described in yester­
dar' s dia.ry. 

Mr. Phillips said that f r om the Chinese point of view 
they will be delighted and from our point of view i n China it 
would be a very fine thing . 

H.M.Jr . bad asked Mr. Phillips not to discuss this 
with any subordinates in the State Department and Mr. Phillips 
asked if he could not talk it over with Mr . Hornbeck. H. M. Jr . 
agreed but asked that this should not be put on their wires. 

Mr. Phillips a lso said thati trom a diplomatic point 
ot view, it would bel' us tremendous Y• 

B. M.Jr. told Mr. Oliphant that befor e he did anything 
he would talk to Key Pittman about it. 

Regraded Unclassified 



B.K.Jr. later told •e that nry ooDt1dent1allT be a1kad x. R. IUcbollaa, 1lbo 11 'freal1ll'7 Attache at 8b1ngbat, to fiD4 
out wether tb11 would be a late errqe•ent tor the United Stat ... 

********** 

Attached herewith 1a a report giYen to ae b:r Jlr. Lochhead 
which describes the original purchase or the Chinese a11Yer under 
d1scuaa1on. 
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La lo"Uaber, 1934 " uceriainecl that the Chin••• OoYerDil•t w.a a h•YT .. uer of ather I.A tha Lon4.on marlclt, apparentl.J' I.A order to obtain necuaa17 foretc:n •mb•np . .&.a a ceane of po .. tble oo-
oparation wi th the Chine•• OoYerl*ellt, an4 1n order to prnent ~ 41aturb&nc•• 1n the aUwr aarbt, " atc:ntfiecl oar willtnc:neu ~ the Chan ll&nlt, ShelJf;b,S, Cbina, to purchue whatner al.lYer the 
Cbineae Gon.--.nt fou.n4 1t neceua%7 to aell 111. Sb•n&~>d. .b a 
renlt , the J'e4erel Bl .. ne Bank of ll'ew Yor k, aa fhC&l ac-enta, -ole total purcbuea of 19,000,000 oancu of ather froa the Central ll&nlt of Cblaa , Shen&h•l, t.b.ro'acll the Chase I'Atlollal Bazik, Sbengb,S . !hh 
a1lnr -• purcbaaecl f or f orward olelln17, pa111811t to be ma4e whea an nr waa placecl oa board .Allert can at-era ia Sb•nchet on the 4tte C&lle4 for ln the contrach. 

!beae coatraota were aa fo1lowa l 

Jo•, 9 , 1934 5 ,000,000 oa. JaDU&%7 Delln 17 at ~ per oz. I 10, 1934 2,000,000 I I I I 53 I I I 12, 1934 5 ,000,000 I I • I !53 3/81 I 14, 1934 3,000,000 I I I I a: I 
I 1 6, 1934 2,000,000 • • • I I • 17, 1934 ;:,ooo,ooo 1 I • I I 

To tal. 19,000,000 oa. 

On Deccber :Mth, at the raqueat of the C..tral Benlt of Cbina, " a&ree4 to a poatpon•eat of the 4ellnr,y of thee• contract& t o 
Jc.nuer,.-!'ebruary, 1936. 

• 
I 

I 

I 

• 

Ckl J'ebJ'UA%'7 13th, &pin at the requeat of the C..tru ll&nlt of Cbina, we turlber co41t1e4 the contract• to allow for olelln >7 of 4,000,000 cnmcee l.n J'e'bl'\1&1'7 0 5 ,000 ,000 OUDOU 1.n ll&rcb, 5,000,000 OIIDOee 1n 
.april and 5,000,000 ounce• 1.n KaT, tlld at the ... \lme agree4 to 
t;iYe the Centru ll&nlt of Chin& the option of 4elherlnt; the a11Yer el ther ln !!hen&he1 or x-4on. 
'fhe Central Jenlt of China del1nre4 & total of 14,2150 ,000 OGDcee of eilnr UDII.er thue contraota l.n Lon4on aa fol1onl 

5 ,900,000 os. 
3,100,000 I 

I 

I 

oa. 

011. llq 3lat, upoa tlartblr requ.aat froa the C•tru ll&nlt of Cbln&, •• at;raecl t o poatpou 4ellT8>7 of the ~iDC 4,750,000 OIIDUa until 
Jul.Y. 1936. 

~ C..tr&l ll&nlt of China baa - reqo.u* that " &lloor t h• to 4elher the 'bal&DCI of thea• COAtraoh, -tint; to 4,750,000 OUJIOH , 
for O'U' &eocn~~~t AC~&iD.at ~t to the Cbaae W&tl OD&l ll&nlt, !!'""&!'•' • 
with oar acrna•t aot to ahip wlthftt ooualUac th• 1114 1t o-. 
aldere4 110t 111. the l.ntereeta of o •tv aa & 'lllloh, 'both IJ!t•11e u4 
Coratc:n, ahi..,...t not to k ...U. !hle - raqneet .... ...U 'b7 \ha la J'e'bl'\1&1'7 &D.4 March, 1936 'bv.t aot putecl et that tta.. 
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Ueeting bald 1n the Office of tbe Secretary of the Treasury on 
~ 22, 1935 

So.bjeot 1 11ne.plo,.ent and Worke Prog:rem :lxpenditurea 

Preaent1 
Seoreta.zT llor~tba 
llhe Boot>. 
l(r, ()Ul 
lira. nota 
llha Lonepn 
)(r. Haaa 

The Secretary called attention to the object1Tea of tbe work relief 

proO"N' u outlined 1n !be Preaidmt'a ... ae&e to Cong:reos. !be ll&1n 

objectin 1a the e.plo)'Mnt of 3t llilliona of 11ft dnring the thcal ,...r 

1935-36. !he Secretary 41acuee4 the dea1rab1lity of anal.,)rzing the 

11tuat1on to ucertain now whether the Preaident ' • aim ie to be r eaJ.laed; 

and it not , to find out 1lhT not, and what change a ought to be made 1n tbe 

prog:ra:.t before aJ.l the tlmda are aJ.lotted. 

!he Secretary atated that preeent plana call tor ~ apendit'Clr81 

t hrotl&b J'aly 1936. He pointed out that 1t h undeairable to p«rait 

expenditures to cease ab~t);r; that, U tbe:r are to be reduced b:r one or 

two billions next year, tbe expenditures abauld be lessened gradnally, nnd 

not ceaae abruptq 1n ~. He 8Ciphaa1zed the importance of oradl an 

anal;rais ae a baeia tor eetiaatlnc r equireD8nta tor the tiacal year end!nc 

lime 30, 1937. !be 1ntonoat1on ptbered rill , be aald, be needed 1n 

makinc eattaatea for tbe President ' • next budget aeaaage. 
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~eat1oned b7 the Seoretar:r aa to the mmbor ot relief caaea, 

llr. Gill quoted the lla;r eatiu.te ot 4,800,000 troa 'lf'bich the following 

sr• deductible, to arrin at the ti&ure ot Ji a1llion employable& under 

the present prograa: 

hz':ler-operatora 
llba.plo;pablea 
Ooll040 student aid 

:no.ooo 
920,000 
lOO.OOQ 

1,350.000 

llr. Gill pronhed to turniah to the Secretary on l'ricl.q, J'ul;T 26, 1935, 

and weekly theroetter, a table show~ the 81101111h ot aonq allocated b)' 

States wlth an eatiaate ot the total DWiber of relief caaes b7 States, 

end the percentage ot relief cases which abDuld be wpported in the tl!.tv.re 

b)' the tl!.nds allocated. He alao promhed to gin a table aholring how 

much ot the proposed emplOJIIIOnt would be actually a'railable each month. 

!!!he S.cretar:r pointed out the neceaa1t;y ot being realistic and stated 

that 1t the 3! lllillion cannot be employed, it would be well to .upport a 

l arger proportion ot caaes b7 relief. He rai aed the question 'lf'bether the 

eatiaat .. tor rellat ware not too low, in Tift ot the mmber ot people 

still to be taken care ot. 

He also stated that he had been in favor ot the uae ot idle taotoriea 

b)' the une.plo;yed. He ubd if ezq ot that progrea remained, and llr. Gill 

said Tirtuall;y 110thing. 

lilha Boche rabed the point that ah1tting direct relief to the States 

did DOt iuure that those people were being properly cared tor . !he 

Secreta%')' said thq could not be pu.t on a chute and let go • 
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Dictated Ju1y 23d 

Lunched with the President and talked to him along 
these lines. I started off feeling my way carefully but as I 
found he was sympathetic to what I was saying I gradually fed 
him more and more and I felt that he was hungry for what I was 
telling him and could not wait until I got through when he took 
the information I had given him and delivered with great force 
an enthusiastic speech paraphrasing what I had told him. This 
is whAt I said to the President . 

I want to talk to you as man to man. I said, 
you and I both know t ha t the four bi llion eight is not a 

s~ccess and we bot h know in our hearts why it is not. I 
said the way I see this picture we ar e spending to-day about 
2~0 million dollars a month on unemployment and relief. This 
will gradually increase until we reach a peak next June when 
we will be spending something like four or five hundred million 
doll.ars per month and then after July 1, 1936 the expenditures 
will rapidly fall orr during July, August , September, October 
and November . I said t he trouble as I see it is that we are 
not going to be able t o put 3! million men at work under the 
present program and a lot or the commit ments for slum clearance, 
nrmy and Navy will be slow in getting started and ditficul t to 
stop . 

I said the thing that we ought to do is to plan 
the work during the next two months so that our expenditures 
for the month of June, 1936 will be back to somewhere around 
150 to 200 mi.llion dollars a month so that you Will slip into 
July on a basis or spending somewhere between two and two and 
a half billi on for the next fiscal year . 

He kept nodding his head and leaning forward 
towards me with the most intent i nterest. I told him that I 
have ' not got many figures or statistics t o subst antiate what 
I think should be done but when Gill gives us the figures on 
Friday I think that you, Harry Hopkins and I ought to sit down 
and have a l ong t alk a nd see i f we cannot revamp this whole 
pict ure. 

I told him that the State or Georgia was the 
only State that had thrown its unei&ployables back on the 
community and that we still had some 900 tbousand unemployables 
on the r elief rolla and that they have not been thrown back 
on t he States . He was simply dumbfounded at this statement. 
Be said I was under the distinct impression that this bad 
already been done. 
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He then went into a long harangue s1m11ar to the 
one ! have heard him s_ive repeatedly, bow f or years there had 
been ten f a.milies 1n Hyde Par k , that the town had always taken 
care of t hem but now the Feder a l Government i s taking care of 
them and that there i s no reason why these t en fa.milies shoUld 
not be thrown back on the town and that there must be thousands 
of communities who have similar situations and who coUld take 
care of their chroni c unemployables . 

The President sai d , out of a clear sky, you know 
what I think I will do - sometime between now and the f irst of 
Sept ember I wil l send Harold Ickes a note telli.ng him t hat be 
cannot let any contracts for slum clear ance after September lst. 
The President then went on to say t he great troubl e is with 
these heavy projects t hat they are slow t o start and we cannot 
shut them off . Etther he or I pointed out that we ha'\11! approxi­
mat ely ol million peopl e on work relief and then carry them 
along i rrespective of whether business got better or worse. 
I told him that by August lst I would go out on t he end of the 
limb and prophesy whether or not we would have business recovery 
this fall and that 1f we are going to have recovery t his fall 
we should adjust our plan accordingly. 

We then discussed t he f act that the unemployment 
needs would be greatest during J anuary, February and March and 
tha t then they should t aper off rapi dly. 

I then gave him the idea that right after Congress 
ad j ourned he should make a s peech provided that I could assure 
him of business recovery before and pick up i n privat e empl oyment, 
pointing out the fact t ha t i n his message t o Congress he had said 
t ha t in case of recovery that he would decrease his expenditures 
QDd poi nt out the f ac t that the reason be bad gone so slowly with 
his progr a.m was (I t old h1m the next thing with my tongue in my 
cheek) because he had always seen t hat we were going t o have 
recovery in t he fall and that he had purposely gone slowly because 
he didn't want to wast e the money. (And if that is not the 
darndest sophistry, I do not know what sophist r y is.) 

The President liked it. He then t ook everything 
that I had given him and made a perfectly magnificent address 
right then and there and by the time he was finished , knowing 
my FDR, I believe he was fully convinced that all the idea that 
he had expressed were his own - which encouraged me tremendously 
because I felt I bad gotten my ideas across. I then pointed out 
two things more to him whether he could go slowly in making any 
further allotments during the next ten days on big projects and 
he said he would and then he made this surprising remark. He 
said don ' t worry Harold will not spend the money anyway. I have 
gi van hi.m plenty of rope . I said Peter Grimm is working day and 
night to get this housing pi cture for you and if we can define 
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to the public Just what the field tor priYate capital is and 
what field in low cost housing the covernment will confine 
itself to I belieYe that the situation is ripe tor priYate 
capital to so ahead 1n tbe bousins field 1n a really bis war. 
I told him I was Yery auch encourased after ar conYersation 
with Rex Tuswell about his activities in the housing field . 
I 

I feel that I have ude a real start towards 
chansins the whole picture of expenditure of the sover nment, 
making it possi ble to keep the deficit in this fiscal year 
below three billimn dollars and to make the deficit tor the 
year beginnins July 1 , 1936 somewhere within the figures that 
the President has in his mind, namel)', two to two and one half 
billion dollars. If I can accomplish this I will have made i t 
possible to have avoided a deficit inflation and the printi.ns 
of greenbacks and put this countr)' back on a sound financial 
basis . This accomplishment will either be reached or not 
within the next 60 days a.nd the whole thins depends upon a 
complete reYamping of the relief program. 

11 0 
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lu1y22d 

Kiss Roche told H.M. Jr. to-day that Ickes called her 
up and said, •you know the troubles in the V1rc1n Isl ands. The 
President wants OoYtrnor Pearson put on as an Aasistant Adminia­
tratcr or the Youth MaYe .. nt and put on at once.• Miss Roche 
1ntor11ed lllr. Ickes that ahe was connected with the Youth Monaent 
only 1n an adviaory capacity. 

B.M.Jr. 1ntorae4 Kiss Roche that this thing has since 
been •lt1lle4• . 

B.M.Jr. told Bell that next week whan we otter 100 
million 2-7/8 that we will announce at that time whatever the 
average price is we will sell an additional 50 million to Postal 
Savings . 
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July 294 

Charlie West got the President to call down Dougbton 
and Hill, Chairman of the sub-committee, and Parker to the White House on Friday. 

The President asked Haas t o sit in at this meeting . 
The President talked very plainly to the group and after the 
meeting he asked Haas to stay behind. The President said it 
was time for the Treasury boys to help these fellows out. 

Jackson, Oliphant and Haas then decided that they 
ought to go up on the Hill but before doing so they telephoned 
llr . L!orgenthau 'IIIlo was at Cape Cod . Wr. Morgenthau said be 
did not want to decide then but would see them all Sunday 
night and decide at that time , 

At the President ' s suggestion, H. M. Jr . called 
Doughton and told him that he and his assistants would be 
glad to come up on the Hill tonight and give them a117 sug­
gestions or assistance that they may want. He also suggested 
that 1f they wanted to keep the meeting away from the newspaper 
boys that be would be glad to have the meeting at the Treasury, 
Doughton said he would talk to his Committee and let H.M.Jr. 

know. He later phoned and said that it the Secretary or the 
Treasury and the President have any suggestion to make on the 
tax bill they would be very glad to r eceive it in writing, 
that he, Daughton, was goiilg to write his own tax bill. 

H. K.Jr . phoned the President this afternoon and 
t old him about it • 

••••••••• 
H.M.Jr . phoned the President this morning and told 

him that we got on Saturday 4f mill ion ounces of silver -
one million of which was from llex1Cojand that we got a little 
over two million to-day - one million from Mexico; that this 
i s the 7th or 8th day that the price has bee.n the same, namely, 
30-3/16 pence 1n London and sa; 1n New York. For the mont h 
we have almost- 63 million ounces . The whole exchange is fairly 
steady, 
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Pictat!d Ju1r 23d 

Over the week-end I studied Hopkins ' second 
report on the progress of the four billion eight . There are 
two factors which struck me as important to be cleared up. 

1. On the page where they list the amount of 
money allotted by States they omit how many 
people are on relief 1n each State and what 
percentage of the unemployed are taken care 
of by the amount of money allotted to each 
State . 

2. I noticed that they are beginning to wipe 
out the clause that it is necessary to take 
at least 90% of the people off the relief 
roll.s. 

113 

I sent for Corrington Gill and went over this 
thing with him and he said, "you are the first person who has 
noticed the fact that we do not have a per centage of the unem­
ployed taken care of by various allotments". He said, "we have 
50, 000 people wor ki ng on this and ought to have the final 
figures by Friday. " 
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July 234 

H. K.Jr. talked to Charles Schwarz, General Deputy 
Collector or Internal ReTenue, Chicago, Richard Stephenson, 
General Deputy Collector or Internal Revenue, Newark, N. J., 
and Georae K. Hallt General Deputy Collector or Internal 
Rnenue, New York City, e.nd tol d them that he was Tery much 
concerned about the bill being passed on the sale or bulk 
liquor; that he wanted these boys to make a tour or their 
respectiTe districts and contact the Collector or Internal 
Reve~ue and the Alcohol Tax Unit Supervisor and, through them, 
cont act the Tarious newspapers, the idea being to build up a 
backfire on this bulk sales liquor . 

Mr. Gaston fUrther discussed this idea with the 
three men and the attached are instructions and suggestions 
which Kr. Gaston gaTe them. 

11 4 
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Jlll:r u , 19ll5. 

MP'\JW!DQI 

rtiOlla l:r • Gaa to a 

I a han b&d o.n aft arn0011•a diuouaal on with lta•a·t 
Barlub.ira and han t.lll:ed also to ColliMtldar f bO>apaon. I a• enclode& 
a .. aoruad~a wblob • • han ci• on each one of the bo71 tor tbe1r 4u14ance 
&ad &lao • con of \be letter of 1D.;atruct1ona, wblcb you wUl cot e 1a 
• latt<tr 1nl\ruot.inc u- to .. a ther 1Df onao. t1on onlJ'. Helnrlnc 1a 
p'l'izli \baa a &llllnl. htt ar of 1ntrocuct10D to Collectors and e.t-llab.ire 
1s notlt)iAa t.ba .t.loobol fax Un1t SuparYiaora. 

ar. SohN.ra u r etwn1D6 to Cblcal{o to~t, ar. lt.epbQ.aoa 
t.o Newark and llr0 8&11 to lew Iork, to get ~tarted troa tbe1r baM por~. 
8&11 wW conr lin tork ADd the l ew ~ S~te•J 8t.epllenaOD wW 
taJr.e Paana:yl'nlnia , In Jerae7 and enrytbin& Iouth an the Atlaotlo - ­
'bo&rd, and Sobwara will take the 11.1ae1aa1pp1 Valley, 1Dclud1n& llf.otuaan, 
11acona1D, 1111Doia, ln411Ul&, Ohio, 11uour1 &DC! Ark&o.... llro l'lla..U 
•111 lean to.orrooo for SaD l'r&Dcbco and wW take 1D lalitorn.la, OraiOD 
l aable&tOD, ld&bo and Mootana, •ad poa41blfl1nneaota . 

I \b1nk our e&6 e i .J not -.u1te u atron,; whar. t.ba7 b&Ya 
at.at.e U quor at.orea aad a at.ate ~poq, but there 1e atUl e good 
ar~t there tor Ute r .. eona expreuaed 1D Uta 118110randiiiD. 

.. . 

Regraded Unclassified 



!M bUl 80'1 FQ41As 1n c~ .. , H.B. aa10, t.CNl.d perait 

the Ale or dh\Ul-.f ~11or 1n woodea Ilea• or l.arrela o! ODe callOD 

v _.e • pae1t.7 b7 cl.bt.illen &114 r-oU thre t.o •bole~al4ora , ~ 

k llera, elllha, bo\ela &114 pr1 te cou-n &114 •ollld ~rait Ule ,.._ 

aale ot crr:f.&bal pacllacH0 Uw.t h , baa or t&nel.l, b7 •boleMllll"a 

or reWl•r• cl.1r~oot to the con.a- . AI reported to t ho Hollie ot 

lltpruent.U.,.I b7 the '-1a and llea.a. OCMiai ttee 1t •ollld perait ello 

•t:ooa t i4e laowle •114 ollll:a• to dra• ott a.nd eell llq110r to tha ooo­

•••r. !1'011 tbtoae t ll.l'nb, but •ollla rorb1d tbe breakini or tbe 

orict ne l paoke&• t or rea&1e b7 otllllr ret&Uu~. 

!be l.ucac• ot the bi ll •• raj10rted t.ollld appear t o perai\ 

• holeaalera not bol41q lioea.eo aa r -oti tior a to r epacll:'at;e U(j1101' 

trca \he or:f.&1ael. IAII'Nle 1Ato aullar conta1nlll"t, eo l oAJ u tbe7 

wen of wood u4 ot D<M le11 then ono pllOc e&l*cit¥, aDd to Jell 

euch repa.c:lla&N. epi.rite to Ute ,nabllc . 

!be a.1.a objeot ioDa to \hle t.ua Nl• proYbioo, traa \he 

etaadpeiAt of e!t .. U •e lew eotor c• IIDt area 

(1) U Ua r .. pec t to atatoe Op<ll'lltilljj et.ate ll.i110r etor .. and 

lleY.lAi & -pol.T QYU tbe cl.1atr1bGtlon ot l11juor. 

(a) lli.U• the bUl ae drawn peraito t.11e n a te to lorbU 

blllll NlH 1t Mt.e up a d t ue tiaa ~Gh &!.&lit well ~ Yi" ed rith 

alan a., ooav.n •aa euth.oritiae .lA Uana• atew , aince it •01116 .,..ob­

·~ --- a cl.r1ft for bulk Nl• ~ielon1 1A ot.11er awtet ..,. 1\ 

npne•o\a • v.aS wbiob b d .. truoUYe to tfteoUYt law •ntort, It 

&114 a1pt •aU •••*llT - \be ~110• ot Ule .. e t& tee tr- t.M 
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( b) ~ &t:Uit,r oL thoao ataot.a t.o ccm\Hl the .._1• of 

UqliOJ' wS.t.lllA tboir bordor o liNt to roop l'fl'ai1UII ~roa do.,endo u 
e~ooe1danblo ~ OD tbo orteoUaooou or t.llolr border r eatriotiono. 

tbq ~ l»n \ho clittlcult,r ~ cC~Wat. or U.t uor cOillAJ 1A troa 

o~ • \o&t.M oMn taox&o ...: prlcoa •7 bo l ower and t bo cWa&or of 

'booU• Uq~ c~ 1A hcD otur ata\oa. 11\ll l:ullt aal .. po,._ 

111\\0d \h1a ciAJII&r • olllA t:o ftr7 lfi'O&tly inor&&~od becaw • or tho 

dlrtlcultr or d1atlnrui•h1Di botwoen 111•&~1 bulk l i quor and local 

t.ulk U q- . 

( I) All to • tao t.aa • bleb ,-oral t pr 1"" t. c;a.le • 

!be a\a\M , _r&ll.7 bno dapon4od upoc t bl> otfocUnnou or 

lodoral ra&ulatlau roquir~ tho ~104 ;,t 41aUllod U 1uora in 

bot.UN OD4 baYO not ottnptod thoaulnn to eno.ct lApaletion ahicb 

woulcl tor b14 bulk 4htr1buUoo. Conuq'IM!ntl 7 bullt a..loa \IDIIw tba 

ponlaaioo alno 1A th.1a blll wo\lld boco .. aenor&l. \broupout t.M 

11111LJ.\Od Stat.• , U. 01117 uc~Uon boin.,. t ho • etot.oa which bii.Ya al.­

nocl7 prob1b1\od \Mao !be wnc•n and 61tt1cu1U ea or tall col..­

leoUOD b, t.M eta~ and tho Jodwrll.l Oo•crnaent where bulk .. 1 .. , 

iD tho - nnw prod.dod by tbla b1U, u o poraittod, are t.bo,.a 

(o) ltOfa ud burol.t ooulcl La eol4 ceuarally to tho Ill ti­

at. --· n would bo "01'7 cU.tr lcult to SAI&DU1Y ...:t produot 1o 

the b&llh or u. _._ .. u t.o tJietbor u n• t.u-9"Sd or DODtu;,.fiiU 

&IIIII. u. _0\lftl_, or U:lo purobol•• or U..~~~~~' 1o eooaldorat:l& Wlll, 

- aall• u4 1111RJ"Cl, "11ld offer an uooura•-' to rodb\rib\1\lca 

by 1D61..Ual ~· &IIIII U. 'tniUAUDI up of \CIUcoruJod trade 1A U q-
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la asaU .,utlU... le -w t.be~tore 'fV1 lU:tl.T ba.,. \.hroucbou\ 
\he tllli~.S S~w• a -.lUplioaUon of uuUoanMCI ~~il ~.,. ot 
Uq110r , Wl\h ~' tlt.uaUoa the aen 1'-P• the ~n~beUwUolll ot boo\­

lea or aon tu-pd.• tp1r1~ tor t..x..p&id apir1~. would be .,.ry ,._, 

and -wt be alJiott. Mrt.aln ~ oocvr, 

{b) At ~ llllol&I U tNo 

tllldtr '.ht bill u r.porWd t.bt <Obole.Uer 8IfT ~ 

dltt.Wecl ~\101"8 lt7 t.bt "'' I or btrr.l and ~.e UJ N J>IlCX&p t il•• eo 
10111 u ht doee ao' N p&oltaae the l.n ltottl.cs but ll\1-ta t.bH l.n~ 

woode.a .. ,,., th dJ.Jtlc:ul.\1 , , l.naurl.na that t.he •P1r1~ *ic:h co 
lt~ t.!teM • • • paebpe are t.alt- p&J.d ep1r1te lt J ~nt u area~ u tile 

dlftioult.T ot 1d..at.1tylac the e))iritt llllic:h ;.be reot.ilitr "I*~EU 

t1trtJ but \o pre•t•n. t.bt ~~et~tl'&l eubtUiUUou ot 1Ue caJ. liquor tor 
t.u.-pei4 U.(,UOI' 111 \11111 N )4Ailla&111C prOCI .. b & ,.olice tult or ln&p 

~roporUone , fo ia!NN t f t'Mt.i're C1lntrol H wu.ld be abeolu~lT 

nac••MrT t.o ha.,. itlepee\orll or etoroMtptr-p.~;t-n 1a &'fV1 lllloletU• 

••t.ahll•"-' 1a t.b• CaU.S Swwe, thtro o.ra .., .... !.hAll 100 or theM 

oobola..,lt Ntablltb-t. and the nuat.r aiJbt n ry • ll be c:r-t11 

L"c.....aect \alder t.be o,.,..uoaa ot thit bUl. 

( o) AI ~ bona tid& ho t ol l ~ olubt, 

Tb• proTtaiQn 1n U.• bill tohlcb ll&raita •-u.s boo& 

tide l:o~ ao4 olube ~ llitMree t.ht coo!MI~ ot ~- coat&!Aer. 

opeu Uta door wide t.? IIUbet1iUUon o! Llllcit. e;~ir l tl Wld aoW.d pro­

·~ • po'-Ual new arU. of 11.,. proporUoru~ to t.bt Ullo\t. ciU-

1 t ~ 
..l..J{J 

• 
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W1en &Dill Me\laqer1. !be ret1Uecl bu 'botU• h o .. or UIAI ••t 
U.Cf1411U pein\a 1a ettectbe ellloro-~ of the U,..~:~e~r U.••• IIDdar 

prN•t rel\llAUON botole ud olub1, .U.lle oUiar retoUera, are ..­

~v.lred to •- 411111 ll1x t.lMir drillko troa Ul• ar~1nal P\oapiiCI bott.l •• 

tad tlw " ruu"'l ot oan.teo &114 botUoo tor Lar .. , h 110\ pu­

IIU.WII . lllt4er \ll.U bUl, bowner, 1t woiLld w Mce .. u r t or botele 

11114 c.luba \O IIIII bu 'botU.• &.ll4 oarar .. tar ••rY1D« barreled U <lUOJ' 

u4 1\ 1101114 te s.pou 1bl• tor Ulo Dur01111 of Iot vual. Reveaue to 

Nt&I..U t ll re(lllaUoaa obich woiWI t or b1d thb, dace recul.aU0111 ot 

U..\ Gar\ wcnald aec .. euU1 cleteat tho u pr.,eod obJect• or Ule bUl. 

n woul.d ...... ~ d.i.tt1olllt fCil' , ...... IZZ'1 w pcd ou \o 1deDU1)' 

toe orl&la of U.. oontc'• of ' " 'botu .. , or to .1.4eDUI) the o­

\oatr ot ~ll -• U..t !lad. beeo brouhecl. It wcnald t e parteoUJ" 

• •r, tor b at.oo.ooe, tor • eo-called ebb or • bowl to bill aoouhtao 

'llb1MIT u4 to elll>eUtlrt.e it ror •b.ldJ ot •odou p-.clee purohu• 

tna a ~ t.UW1•• 1\ 1o nq 41tCicuU, for 1ni\Uc01 to .... , 

"'- clittw- be\1- • '--7..,. ol4 etr.lllht ,.ltJ.d;r, e product ot 

a •u ahi M aUU, troll \w-~r ol4, or nu ttNr-y-.r ol4, ~U 

•llidJ' .rro. o 1-ciU.~ dloUll•rr, •••ualc& that the proof oor..­

epollda. PruUcollt 1t woul4 01111 be po10i ble to cleteo\ t be _, 

tlacnat oe••• oboa" a1x\lll'U ot &loobol &!Ill Nto.r boa4 'b<teo ouboUtll\14 

tor c•lllao walald•e, atter • rear or 1QI&J"d• 1.D \be ~.anel. 

(4) allo Lila above t...Uo ullld ~ lleGNOil'1lt I~ 

1111uo a ete\o baa alroed.t, b7 eteto law, t orlildda hllt NlN, tot 1.a 

\bo:le ototaa \Ill -~ ot federal law pera1ttla& bulJi; oelu woulll 

llldoul.\odll -to e llrin t or urlaeet or t t&te leoa, 10 n to penal\ 

IIIIUI ealal Ia all 1\&\Ne 
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i r, Oeorp 1 . Hall, 
O.Mral Depyty Co:U.otor, 
In~rnal Ravamoa, 
tlcobol Tex Unl\, 
U.w f or «, lia w f or lr, 

!lear Ill' • Ball I 

!7 dJ.reeUoo ot t.be S.cre1.ar7, I wt.b to h11v 7f:IU c;:~ ert.&U 
1WMCI ia t.al7 a t.wr ot the an u ,I.ud :.a to. a, c1llr 1ll i 111: ldl 7011 
•1 ' 1 v1ait. Collaetora f)f to~Anlal Rn•~• o.Q4 aucb othe%11 ae ..., 
.Pn 'IOfJ lDtorMIJ.on beu!Jl& on the obJeo~ ot '/(11Jr rte1t , 

'four •1ee1on rill be to a&carta!Jl tor the gu1d&llca of tile Depa.rt.­
• ••"· •• t'ully u .,,.ibla t.be conditione ~t will be erMIAd if t.he 
C>nue,. ~oW.II ,.., ltll- 8a70 , tl.to bill no• pan4lDa tor t.he -trol ot 
the Uc;uor t.rat'tla. rou llbould ~"" ;• r tJ.culv atteot.ioo to th 
eltuat101l t.hu w.1ll be or..~ 1t au~oUGD ! , relat.lll& to biWc ..U.e , 
r.a!na In t."e bUl •• ClAally i'WMCI• ie 111eb t, l aana J~~e~ llha\ 
robl.,.. or uton 1 111'1. ~ 1f1l.l ra1aa .., ~at n At.1 be pl.ded 1Jl 

eetabllallir.s t..Corc t 1H .x>llrua oD4 4nial.D4 raaul&Uou to _, 
t.hia aUutlon, Ill ep;.r&ialllt :.ha eollM<;\I<IMaa or anac~t. ot t.he 
bill !WI t.te ·~~ O&OM4Mior7 to be t.Uaa , 1t it ahould be ~. a 
•Ut be 81iv1aabla t or you to conaull. Collactore o£ llltemal ltn n ua 
!WI otticar a Qf t.he Uoohol Tax 11o1t , C.Dd 1t '"¥ be poealbl a t Oll' )'iN 
to p ill addi Uooal val1.1abla WorcaUoo bt coneult&tiooJO, wtt.b Sta~ 
llD4 local orti c.,.. lltlo haft to d<1 llitb llCjuor antorc-t. problna. 

tr pon1ble .. llhoW.d llka to ban tbia turve7 C1lol;llet..s 1n ,..... 
u ,., but. at. all ftllllt.l it. aboul4 be oos;Wit.ad within tv - • • 
Du:rla& the c~-.. ot JtNr t r i p, ~eue nota CAt.J"el'ull7 !18'<11l*l'ft' ao­
~KD.a ot tba FO.,._ or the bill in C::.~,:NN, eo t.het. 70U _, be 
I' tAad ">' the lawn woruuoa. 1~ -wl be w ll &leo tor 70U to 
<ill thia ot:lca 1liMCliate~ attar ll&k1na your tint -~. 

t our • ftr)' t.rW, 

Uarl;er t J.l <luWil, 
.laaiat.a!l" \0 t.l!a a.cr.-..rr. 

' 

' 
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Ju1y l!§d 

Mr. Williaa Phillips, Under Secretary ot the State 
Departaent, and Mr. Rted and Kr. LiYtaey were here t o discuss 
the Jlexican inqu11'7 regarding the silnr policy of the United 
States on the 18th. 

1'ht following cla7 Su.ler Walla ot the State De­
part ment called up and said that Mr. PhiWpa had told h1a 
about this aeetinc llld that he wanted a chance to talk to 
l&r. Morgenthau before anything definite was done; that ht 
did not think that this should be done at this time. Inasmuch 
as H. M. Jr. was leaving Washington tor a pouple ot days, he 
arranged to see Mr . Wells and Mr. Phillips on July 23d. 
(Mr . Philli ps told Yr. Uorgenthau that he did not know ot 
Ur . Wells ' phone call and that be was most annoyed that Wells 
should haTe interfered~ 

Wells aaid that t he President had t old him that he 
wanted to aake a continental move and not a regional IIOYe . 
Wells did not feel that tak1ng up this matter with the Jlexicans 
and the Canadians at this tillle was what the President had 1n 
llind. He told us Yery definitely that the President said that 
a contidential sounding should be taken before any definite 
steps are taken and that it was the President 1 s wish that this 
goYernaent should not take the initia tive in this matter. 

H. M. Jr. told Kr. Wells that the President had asked 
t he State Department about a year ago to approach Canada and 
Kexico and that t hi s information must be on record 1n the State 
Depart~~~ent . 

Phillips asked Mr. Wells what the method ot sounding 
out was and Wells replied, •I should tirst want to know what 
our own point ot Yitw is. It is a Yery tar reaching pro1raa 
and I told the President that we ought to know what our own 
point of view is going to bea• · 

H.M. Jr . said that inasmuch aa we bad talked to thea 
about a year aao he did not see any reason Wh7 we should not 
follow the thing up at this t1meJ that we ought to take it up 
wit h Jterlco, then ask them whether they 110uld object to our 
taking it up with Canada and, it Canada 1s interested, we will 
t hen contact tht other large producers ot sHYer. 

t hing . 
Mr. Morgenthau said there are two ways t o do this 

1 . Do it directly with them tace to tact auch 
aa we 414 before or 

2. •• can do it the way we did the French th.tnc -
throach tht Central Bank. 
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B ••• .Tr. told the State DepartMnt that 1t th8J' w18he4 
to aet lt up on a 41pl-tlc baa1a and the turD the 'rl'MINJ'7 
l oose he ooald ~ .. lD at oace. 

B.• . .rr. a110 told th• that he lalowa that the a1tuat1on 
would be a d1tt1cult one when 1t cue to BraaU and AraentlDe 
but 'llheu it CAM to that tlM he would Me4 the help of the State 
Department. ~ 

The MatiDC llll'olte up w1 th the relult that the State 
DepartMnt would .. lt the llu:lcan •••aaador to o- 1D to aee 
Mr. Morcenthau and 41acuaa Aabaaaador Joaephua Dan1da 1 telecru 
ot Jul7 12th (11h1cb 11 attached to the aeetlnc written UJ on 
Jul7 18th) • 

• 
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Sen&tOl' 
Buso L. 
Blaok: Good ~Dg. How are you, airT Senator Blaok. 

B.K. Jr: How are youT 

B: Pine, thank you . Bow•re youT 

B. K. Jr: 

B: 

B. lf. Jr: 

8 : 

B. lf. Jr: 

B: 

B. II. Jr: 

B: 

B: 

B. lf.Jr: 

B: 

H. II. Jr: 

B: 

B.II.Jr: 

B: 

We11, I 1Ye got a bad bead oold; otherwiae I '• all right. 

Well, I 1Ye got one too, hard to get rid ot. 

Terrible. 

I oalled up lllointre last night about gettiDg an order 
trom the Preeiden to permit ua to get inoo.me tax returna 
tor th1a lobby committee. 

'lea. 

ADd he told .. it I get 1n touoh with you and han :rou 
aend it up there, they'd a1gn it and han it ready tor 118 

in five minutes. Xow, they're anxious to get it. 

Sure. Row, what do you want -

I want the liat to investigate inoo.me tax returna 
auoh a a we oall tor. 

Well, I - as I underatand it, it I think I'm right, you 
know better than I - I think the Chair.an ot aD7 oa..dttee 
oan aak tOl' it. 

No, no, t hey hold that you 'Ye got to get apeo1al permiaa1on 
ot tbe Prelident. We've aaked down there and I bad 
to aak tor atTeral that I need badly thia 1110rn1Dg 1n the 
na.e ot wq own oOIIIId.ttee, beoauaa cr own o0111111ttee haan•t 
got t1•• 

Yea. Well, now, do you know Whioh ones you want? 

Jfo, you juat siTe a general Ol'der. 'tou eee, you gaTe • 
one 1n Ooean and Air lla1l Co..! ttee. 

Yea, I r .. erter. 

I want cme jut like that ao I oan aend down there for 
what I want. 

Well, now, Ooean and Air lla1l - let me apeak to cr ooao1l 
and I'll oall 70u baok 1n three or t~ur .tnutea. 

en-.tGD 1aoo. 
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H. K • .T:r& 1'••l I'll call JOil back 1D three lll:Jutea, jut to olMI' 
lt ll ~ oa lllnd. 

B: All :rlpt. 

H. K.Jr: ~ JOUo 

B: Qeo4b,_. 
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Oliptwlt: Bello. 

H,)l, Jr1 H~! 

01 Yes. 

H, lf, Jr: Good .orD!Dg. s-tor Hugo Bl aok Just oalled - up, He 
aaid be apoke to llolntJre laat n1sht ed be waata a sneral 
blanket ordv s1 Y1Jig h1a the r1sht to look lllto the lno­
t&J[ of people ln o-otlon wlth thh l obb'J' th1D8, aUillazo 
to t he one be got on the Ooee Air Jlall. 

o: Yea, I'll get lt tl.zad up. I think the Pl'elidnt wlll haTe 
to elan it, but I'll have to look at lt, 

B. II. Jr: The Prelident wlll have t o algn 1t, but be'• in e awtul. 
burl"J' about it. It we oan get 1t t1xad up wlth1n -

0: I 'll get it t1xed up ill the aborteat poaalble t~. 

B. M. Jr: Thank 'J'OU. 

O: Hello -

H, II , Jr: Yea , 

0: Have 'J'OU read Pinohot•a letter! 

H, X, Jr: Jo. 

0: I tb!nk nel"fbo~ ought to read 1t. 

H. lf. J r1 WbJ? 

0: Oh, well -

H, JI, Jr l What'• the matter wlth 1tT 

0: Well -

H. Jl. Jr: When you OOIM in at Dine-thirty br1D8 it wlth 'J'OUo 

0 : Be re&l.l'J' aaid t<lllDS• to PeUx. 

B, Jl,Jr: 'lhatf 

o1 11e r..U.'J' •&78 •- thlllga in bla cipen httv to PeUx, 

B,JI,Jr: PeUx wbo! 

01 P.Ux 

H, lf, Jra Well, 'bP1.IIs lt 1D, I Jlav•'t aea lt. 

0 1 
c. 
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July 2.4 , 1935 

Meeting in Secretary's office at which were present Messrs . 
Moore, Pollock and Harper who explained their connections with Famous Brands, Inc. 

Attached t o minutes of this meeting are carbon copies of the cha.rges against each of the men. 

Aug. 29, 1935 

Memorandum for the Secretary giving complete history of 
the investigation of charges affecting Moore, Pollock, 
Harper , Brown and Barber . (Note: Copy of t his memorandum 
i s also attached to diary entry of October 9, 1935. ) 

Sept . ll, 1935 

Diary entry of meeting or Treasury staff men held in Secre­
tary ' s office. IDl,Jr asked each man to wri te his r ecommenda­
tion of what action should be taken with respect t o Harper 
and Moore. It was at this meeting that Kr. McReyn.ol ds made 
the recommendati on that t he men be asked either to resign or 
return the money they bad received from Famous Brands. 

Sept . 12. 1935 

Letter from BM,Jr to Collector Moore saying decision had bean 
reached that Moore should sever his connection with the 
Treasury unless he and all members of his immediate family gave 
up all associat ion with Famous Brands and unless he made satis­
factory arrangements t o pay to the Treasury the full amount of 
all suas received by hlm and his iDIIIediste family froa the 
Company, BJI, Jr said he wanted reply not later than September 
20, 1935. 

Sept. 24. 1935 

Letter to Famous Brands inquiring if profits had been returned 
to th• by Messrs. Moore, Pollock and Harper. No reply re­
ceived to this letter . (Copy is attached to Investigation! 
report of February 2, 1937. ) 

Sept , 27 . 193S 

Cooli dge ' s cable to the Secretary reporting President had 
postponed action on Moore until return from vacation. 
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Sept. 28 . 1935 

Secretary' s reply to Coolidge' s cable-- HM,Jr very dis­
appotnted Coolidge had not taken action and responsibility 
as decided upon before HM, J r 1 s departure. 

Sept. 30, 1935 

Acting Secretary Coolidge ' s report1 

Sept. 19, Senator Bulkley's office called him and 
asked for appointment to go over Moore ' s case, The Sena­
tor advised that Coolidge would be glad to see Senator 
Bulkley but that Cooli dge could not deviate from Secretary 's 
instructions , 

Sept . 2.3 , Senator Bulkley came in to see Coolidge at 
which time the Senator said be understood that Coolidge had 
to carry out the Secretary's instructions and that he, 
Coolidge, would see the President. 

Sept . 24, after Cabinet, Coolidge saw the President 
with Vr . Charles West and President agreed the men should 
forfeit the money. Up to this date, the Presi dent had not 
seen Senator Bulkley although be had promised to do so. 

Sept . 24 and 25 , Coolidge was in touch with Mr . West 
who concurred with BK,Jr ' s attitude. 

Sept . 26, Pres i dent told Mr. West, who in turn t old 
Coolidge, that he would not have time to take up the matter 
before he left and wanted it postponed . 

Sept . 27, Coolidge saw Senator Bulkley, No fault t o 
find with Bli, Jr ' s conclusio.ns; would try to work it out with 
Moore; r egr etted so much publicity . 

Oct . 3. 1935 

Krs . Klotz' letter to t he Secretary giving her reactions to 
t he wrq Coolidge handled the l oore matter in Bli,Jr 1 s absence. 

Oct. 9 . 1935 

Dia ry entry referring to meeting in Secretary's office on 
September 11; lr . Coolidge' s cable to Secretary; Secretary's 
reply t o Mr. Cooli dge, and Gaston's memorandum giving in 
detail the negotiations bet ween the President, Mr. Coolidge, 
Moore, Harper and O'Brian. (This last one has nothing to do 
with the Famous Brands cases .) 
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Oct . 23 . 1935 

Drafts of memoranda to President on Moore, Brown and Pollock 
informing him of the cases and advising him that Coolidge 
had said he, the President, wished to postpone decision lmtil 
nfter his return from a vacation. These memoranda were n21 sent. 

Nov, 18 . 1935 

Di ary entry of HM,Jr• s conversation with President in which 
President said he could tell Bulkley that the case of Col­
lector Moore i s not one of l aw but one or ethics and that 
he, the President , said that Moore has to make up his mind 
whether he wants t o resign or turn back the money, 

Same Diary entry . Thi s relates t o the visit or Char lie 
West and Bulkley t o the Secretary . Bulkley came in in a 
vile humor because he had Just le£rned that the President 
would not see h.1m. Bulkley accused Secretary of breaking 
his word with him, which Hll,Jr heatedly denied, whereupon 
the two shook hands . At this conference Bulkley said he 
now wants Moore t o pay the money back only f rom the time he 
got the notice from us , which was sometime in Kay , 

Nov, 19 . 1935 

Conference with Bulkley and Charlie West in Secretary ' s 
office when copy of letter to Moore was ~hown t o Senator 
Bulkley who became angry and st arted to leave. Oliphant 
suggested that the Senator dictate his own letter as to 
what his unders tanding with the Secret ary was. 

Note: Reference t o this conference is contained 1n llr. 
Oliphant ' s chronological record dated April 27, 1937 and 
filed under that date. 

Nov. 20 . 1935 

Conference in Secretary' s conference with Helvering, 
Oliphant, McReynolds and Gaston. BK,Jr r ead to Helver1ng 
copy or the letter he was sending Moore, the fir st three 
paragraphs or which bad been dictated ~ Bulkley, 

HK, Jr ' s telephone conversation with Senator Bulkley telling 
h1m that the unanimous deci sion was that Moore should be 
requested to turn 1n all the money he had received and not, 
as Bulkley wanted to r eturn the money only from the time 
the matter was cah ed to his attention. Bulkley asked that 
the letter be sent to him for forwardi.ng to Moore. 

BulklQ' also telepboced today aDd asked that 11' there waa 
t o be &n¥ publ1o1t7 that it be held until everything bad 
been signed , sealed and delivered. 
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Nov . 20 . 1935 

HM,Jr ' s letter to Yr . Moore, in Which he informed Moore 
that it had not been charged that his connection with 
Famous Branas violat ed the letter or anr regulations yet 
i t seems intolerable t hat officers or the Treasury ~part­
ment should have any interest in the l i quor business . 
HII,Jr . called upon him t o make r estitution of all pr oceeds 
received from hi s connection With Famous Brands . 

loy. 2 5 . 1915 

Bulkley ' s telegram that answer i s being mailed today . 

Nov, 25 . 1935 

CopY or letter f r om Mr . Moore. Moore agreed to return all 
funds received upon i ssuance of a Treasury Department regula­
tion requiring all Treasury officials and employees together 
with meaber s or their families to do the same. 

Noy . 29 . 1935 

HM, Jr 1s r eply to Moore's letter of November 25 . HM,Jr told 
Moore that his suggestion of a general regulation could not 
be considered in his case but would be taken up in due course 
on its own merit. HK, Jr again asked for reply to his letter 
of November 20 . 

Dec . 3. 1935 

BK, Jr ' s telephone conversation with Senator Bulkley in which 
Secretary info~ed the Secretary he could not comply with 
Moore ' s request concerning a general r egulations because the 
Secretary could not permit Moore to name conditions in con­
nection with the administration or the Treasur y Department. 

Dec . 5 . 1935 

Senator Bulkley's telegram to Secretary that false date on 
latter ' s letter gives impression he is trying to put Moore 
in positioo of taking unreasonable time to answer. This 
coupled with pressure through Russell aakes it diffi cult 
to contend the Secretary is not intending personal persecution, 

Dec . 5 . 12JS 

fiSK ' a me180randum that Russell had called Mo.ore on phone ex­
plaining letter wu not received unti l toda;y. When ~ore 
was asked whether he intended to compl;y w1 t h Secretary s de­
aands he would not coaait ~elf but said he would write 
the s~cretBl'J', 'lhen lloor e ns aaked to appear he said he 
was s i ck. 
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Dec , 6 . 1915 

HY, Jr ' s telephone conversation with Senator Bulkley 
upon receipt of t he latter ' s telegram of December s. 
BJl, Jr explained be had telephoned lloore because be had 
not received reply to the letter sent him on Tuesday . 
Bulkley explained lloore bad been ill and that be, Bulkley , 
had gotten upset by the pressure. He also admitted he 
had sent the telegram while he was angry . 

Dec . 6 , 1935 

Senator Bulkley ' s letter to HII, Jr saying he bad secured 
the ~onsent of all concerned to the following: •without 
turther insistence upon a general r egulation, lloore will 
divest himself of all profits by returning them to the 
company and the company will accept them only w1 tb the 
condition that they be turned over to public charity as 
fast as received." Bulkley also wrote •I can assure you 
if you will give me your approval of the settlement herein 
suggested, the letters from Uoore and the company, which 
would be necessary to consUJilDate it, will be worded in a 
friendly and r espectful manner.• 

Note: Copy of this letter of Senat or Bulkley is also at­
tached to diary entry of December 13, 19J5. 

Dec . 1 3. 1935 

Diary entry of 9:30 group meeting when llr. llorgenthau dis­
cussed Bulkley' s letter of December 6 . Hll,Jr told the 
group he would accept the Senator' s r ecommendations that 
without further insistence upon a general regulation, lloore 
will divest himself of all prof i ts by r eturning thea to 
the Company and the Compauy will turn them over t o public 
charity . 

811
1
Jr ' s telephone conversat ion with Bulkley following this 

conference . 

Dec . 16 . 19JS 

Moore t s letter to the Secretary saying he would return the 
profits to P'-oua Branda •when and as I am able to do so.• 
(Copy is attached to Investigations report of February 2, 
19)7 . ) 
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Dec . 17. 193S 

Oli phant ' s memo ot conferenca held between Secretary 
and Senator Bulkley in which latter delivered Moore ' s 
l etter s~ing be would forfeit to the Treasury the 
profi ts be had received f r om Famous Brands , when and 
as he was able. HK, Jr wasn' t sure about the definite­
ness of t his statement , but Oliphant pointed out that 
the legal effect or the language was an obligation to 
p~ within a r easonabl e time. Bulkley agr eed with Kr . 
Oliphant and BX,Jr said he was satisfied . 

129 

Famous Brands will write BK,Jr a letter saying the Cleve­
land Community Chest or American Red Cross would ulti­
mately be the recipient of these profits . HY,Jr said 
he would require the same arrangement for the other men. 
He also said he would submit his press release to Bulkley 
before issuing his s t atement. 

Dec . 20 . 1935 

Letter of this date from Famous Brands Ohio, Inc ., saying 
they will pay to two charities named any funds sent to 
Famous Brands by Mr . Moore. 

Dec . 26 . 1935 

Pollock ' s letter to Commissioner of Cust oms, agreeing to 
contribute his profit s to charity, "as I am able". 

Copy of t his letter is at tached to report of Investigator 
t i led in diary under date of February 2, 1937 . 

Jan. 2 . 1936 

HM,Jr ' s letter to Collector Moore recording the fact that 
the Secretary understood Moore's letter of December 16 to 
be an unders t anding on his part that he would immedi ately 
dispose of the interests of himself and his family in 
Famous Brands Ohio, Inc., and to turn over to that company 
all dividends , payments and profits . 

(Copy o r t his letter is attached to Irey's memo filed in 
diary under date of February 2, 1937.) 

Jan, 2 . 1936 

Harper wrote a letter to Chief of Secret Service that he 
would undertake to return the profits be bad made. 

\Copy is attached t o report of Investigator tiled in diary 
under date ot February 2, 1937. ) 
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Jan. 2 . 1936 

IDl,Jr 1 s letter to Paaous Brand Ohi 
receipt or their l etter or Dec:mber02o~ ·~~~~~~ledgi~g 
i~e~.=~~! ~~~!~ :;eu!woKcharitiea aentioned the s~ss:a~d 
Branda t o keep him advt ~ore . h IDl , Jr asked the Famous 

a as t e sums are received and paid. 

Jan. 7 . 1936 

M~o~e ' s letter acknowledging receipt of Secretary ' s letter 
~he ~~~~s: and giving assurance that he would compl7 with 

(Copy or this letter is attached to report of Investigator 
filed in diary under date or February 2 , 1937. ) ' 

Jan. 13. 19J6 

Senator Bulkley telephoned to Hll,Jr and discussed proposed 
press release . While t he release was o. K. to the Senator 
he said he would have preferred having the details omitted . 

Jan . 13 . 1936 

HK,Jr 1 s press release that Uoore, Pollock and Harper had 
severed all connections with Famous Brands and have agreed 
to ret urn to that company all profits which they or members 
of their family had received. 

ffll/tlltt/11 

~i~lfliiJ-itl-tl~iiitttlttii/Jt~-.lei~JttJ~Iia~liiiiJII 

Peb . 1 5 . 1936 

Treasury Department Order No. 11, no officer or employee 
in the Departmental or Field Service of the Bureau or 
Internal Revenue, t he Bureau of Customs , the Coast Guard, 
or the Secret Service, shal l , directly or indirectly, have 
any interest in any business which consists or the product ion, 
sale or distribution commercially or distilled spirits , win~, 
or fermented malt l i quor , nor shall any such employee engage 
in any such business . 

Feb . 2 . 19J7 

Further report of investi gation of Moore, Pollock and Harper. 

April 27. 1937 

Oliphant 's aeaorandua to Secretary giving chronological 
record or all events 1n connection with t he case against 
liloore. 
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April 27. 1937 

Mr . KcReynolda ' memo to Secretary giving background of the 
case and reporting that a further inves tigation in 1937 
disclosed that subsequent to the hearing on the charges in 
the Secretary ' s office, July 24, 1935 , Kess~s . Pollock and 
Harper and Collector Moore ' s wife each received $3 060 
additional in diVidends on Famous Brands Ohio stock and 
giving information on certain transfers of stock by' these indiViduals , 

April 28. 1937 

Ueeting in Secretary' s office before arrival of Senator 
Bulkley, I t was decided that HM,Jr would tell Bulkley 
he was ready to recommend dismissal of Moore since he 
has not lived up to his agreement to refUnd profits to charity , 

April 28 . 1937 

Meeting 1n Secretary ' s office after departure of Senator 
Bulkley. Bulkley was stunned to know Moore had not lived 
up to his bargain. Bulkley begged HY,Jr not to say what 
his recommendation woulrt be until after he, Bulkley , had 
had a chance to inquire. 

Max l3 . 1037 

Senator Bulkley's call on the Secretary. The Senator asked 
tor further time to make inquiries aa to certain itema i n 
the various 1noome tax returns o f those concerned which have 
been recentlY 1nveat1gated. Secretary stated he would not 
make a final deoia1on on the case until Senator had that op­
portunity , but 1na1ated on reasonable time. 

w~v 10 , 1037 

Irey ' a memo to secretary w1th conclue1on that facta and c1r­
ouostencee eet f orth in this memo definitelY show that Collector 
Uoor e has not complied with Secretary 'e instructions. 

Jul3 a, 1037 

BUlkley ' s telephone call that Uoore ie ree1gn1ng. 
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IO:ETING IN 8ECRE'J'ARX 18 OFFICE 

Jul,y 24, 19~5 

Present: 
Secretary Korgenthau 
llr. llcReynolde 
llr. Dow 
J,[r. Jlaclt 
J,[r. Gibbons 
llr. Irey 
llr. Helvering 
llr. Ge.eton 
Ur. Oliphant 

llr MorsOXIJjh•w llr. Brown, certain chargee have 
been made aaainet you and Ur. Irey will read them 
to you. When he ie through I would like to hear 
what you have to say. 

llr. Irex: see Exhibit 1. 

lolr. ~rown: Well, when the Famous Brande -- 1n 19~3 
I ha~ an i dea that there would be a repeal or the 
Eighteenth Amendment and I went out to tr,y to make 
some contacts by which I could rorm a distributing 
company . The idea in mind wae that it I were euc-
ceesrul 1n making the contact with a distilling 
co111pany that I would take that company and step out 
or the service and go into it actively. 

During my contacts I met Ur. Ruaaall Brown, who 
is, I th1nlt , Chairman or the American Distilling, 
American Co1111ercial Alcohol at that time, and from 
time to time I contacted him and a number or hie 
friends and got to know them quite wall and sometime 
during J.g~~. can•t tell you Just when, while with 
Kr. Brown and several other people -- a number or 
other people; don't recall Just who was present -­
at one ot the larger clubs in New York Ci t,y, I think 
it wae the New York Athla•ic Club, Kr. Brown men­
tioned to me that there was a poeeible chance that 
the congrue would pus a law legal1z1ng the sale or 
g1n tor medicinal purposes. 

Mr yPrson+bnu: lhat were you doing in New York? 

Kr· arown: I spent quite a tew week-ends 1n New 
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York City, That was my object , trying to meet someone, 

Mr. Morgenthau: Did you get leave? 

Mr . Brown: It was over the week- end, 
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Mr. Jllorgenthau: Did you notify your superiors that 
you ware going out o~ town? 

Mr. Brown: No, I did not , 
' 

Mr. Worgenthau: Suppose a case had broken and they 
triad to get you, 

Mr . Br ownz It was during the week- end, As a rule, Rr. Bruce was always available . He ia ~ ~irst as­
sistant and knew that I was leaving town and U any 
long distance or telephone message or calla ~rom the 
Police Department at night and I am not available 
over the week-and, those calla go to Mr . Bruce, who 
was my ~1rst assistant and has been ~or seven or 
eight years , 

So there was a possible chance of Congress, 
through some act , that gin m1gr.t be legalized as a 
sale f or medicinal purposes , Mr. Brown asked me 
i~ I knew of anyone in Detroit or anyone in W.ch1gan 
who he could call on that would make a good repre­
sentative tor them, because 1f he had a specialized 
business it would have to be people whose character 
were beyond reproach and have to be financially able 
of carrying on, So I told Mr. Brown at that time 
I did not know ot anyone I would recollll!end at that 
t i me . Of course, naturally, I had in mind trying 
to accept that opportunity ~sal~ . However, I did 
not make that known at that time, 

Mr. Worgenthau: Did he approach you or you him? 

Mr . Brown: He approached me, at that time. He 
asked me 11' I knew o~ anyone 1n Detr oit or 141ch1gan 
who could bandla the business tor him, 

Mr . Halver1ng: He brought up t he question ot legalized 
g!lif 
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That was ~ object, trying to meet 

Mr· Korsenthau: Did you get leave? 

Mr· Brown: It was over the week- end. 

Mr· gorsenthau: Old you notity your superiors that 
you were going out ot town? 

Mr· Brqwn: No, I did not. 

yr. Uorgenthau: Suppose a caee had broken and they 
tried to get you. 

l!r. BrOJUl: It was during the week-end, As a rule, 
l!r. Bruce was aln,ys available. He 1e 1111 t1ret ae­
s1etant and knew tJaat I was leaving town and 1.t an,y 
long distance or telephone message or calla trom the 
Police Department at night and I am not available 
over the week- end, those calls go to Wr. Bruce, who 
wae ~ t1rst assistant and has been tor seven or 
eight years . 

So there was a possible chance ot Congress, 
through some act, that gin mlght be legalized as a 
sale tor medicinal purposes. loiX'. Brown asked me 
it I knew ot an,yone 1n Detroit or anyone 1n W.ch1gan 
who he could call on that would make a good repre­
sentative tor them, because it he had a epec1al1zed 
business it would have t o be people whose character 
wer e beyond reproach and have to be tinanciall1 able 
ot carrying on. So I told Wr. Brown at that t1me 
I did not know ot anyone I would recoamend at that 
time. Ot course , ne.turally , I had 1n mind trying 
to accept that opportunity ~aelt . However, I d1d 
not lll&ke that known at that t1.Die. 

Mr· ll.orsenth&y: Did he approach you or you h1.DI? 

~ Brown: He approached me, at that t1.Die. He 
ed me i t I knew of an,yone 1n Detroit or K1ch ' g• n 

who could handle the bua1neu tor h1.DI. 

Mr· Holv•P'!sl He brought up the question ot legalised 
g 1n? 
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Mr . Br()!Dl: I ha4 been talk1ng to him personall,y 
and sociall,y tor ruan;r years . , 

Mr. MorsenthAu: Row clld yo14 first get to know h11D? 

Mr· Drown: I met h1ID through Mr. Atkins , one or 
lllelllbers or the former American Cosmercial Alcohol 
and I met Mr. Atkins in Detroit, through his friends 
there. 

~· Ire:: Didn't I understand you borrowed $3500 
rom a gambler to t1nanc~ your trips to New York to 

develop your relations with Mr. Brown? 

' ~· Brown: That's true; not onl,y with Brown, but o make any connection possible so that in the event 
this liquor wae legal and could be sold legally that 
I would have entre to so in and talk to these people 
having known them tor sometil:le. 

~· Morsonth4u: You are in t h is business? You got 
t e sales agency tor Uichigan? 

fn· pm: No; I recommended these people who are 
n t ere now - - Mr. Ulrich, Kr. Lane and Mr. Burghart. 

Mr. Uorsen!rJ! And you hAve a third interest and 
you borrow 500 trom a gambler? 

fh· Brown: I borrowed $500 rrom E111eon who 1B in 
e brokerage business in Detroit. 

fn· llorsentha'\ You have some thirty Judgments hal:l6-
ng over your ead? 

1· Brown: I don ' t think so , because I am not sure o 1t. I th1nlt I have paid ott practically all that, 
because I d id not want to go into bankrUpt~ and I wae 
ODdoaYoring to p.:s ott these Judgllents which were 
•setnet ... 

Mr· Morsentbeu: What wu the nature ot the Judglllentel 

ti Brown: lloet or those Judgllente so baolt t.o the 
~e th&t I wae interested ia a golt course in Detroit, 
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Mr. Morsenthau: lh1le you were in the service? 

Mr. Brown: Yee, ur. 

fe· Jlorlenthau: Ie it co-on practice while 1n the 
ecretervlce that you can go into any business you 

want? 

¥f · Brown: Mr. Secretary, I wae in there trom a 
inanci&l standpoint. I wae not abaolutely activelY 

1D the busineee . fhere were men who were directing 
the buaineee and I certainly have given ..•. 

fo· Jlorsent.hpu: 
o the State ot 

JR1el1onf 

~· Brown: No. 
etuat1on today . 
Michigan. It 1 e 

Ur· Jtorsenthau: 

fhere is nothing active it you sell 
Miohlgan and you set 5 percent com-

It 1 s qu1 te a task to handle that 
It isn 1 t a question ot sell1ng to 

a question ot creating a demand and 

Your Job is to create that demand? 

!{1· Brown: No; we have a sales agency; !Jr. Ulrich 
w o is Vice prseident and general manager. 

Mr.Jorsenthau: Did it ever occur to you that you 
eho d ask approval ot Washington or ot Chief Morgan 
whether he approved ot your being 1n the liquor busi­
ness? 

f Brown: I thought troc a financial point ot view 
fiad a right to be in there financiallY, beoauee 

Mr. Ulrich directs the business. He 1s a capable 
man. fhey have him tor sales manager. 

Mr. Mor,nthau: It never occurred to you that what 
you are oing is wrong? 

Mr. Brown· I thought I had the right to be 1n thh 
OOIIp&D,Y tlnaiic1ally. 

f.· Jlorsenth•u: Aren 1 t you, aa a member ot the 
eoret 8erYiOe 1 8\.IPposed tO Si'le eXClUSiVe Ser'liCe 

to the United States Oovernaent? 
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ff· Br~: Yea, an~ in 17 yeare I don't believe 
~er~~ been any complaint about tultill1ng ~ 
duties, becauae we have developed eome marveloua 
caeea 1n Detroit and I have aotuall,y Joined 1n do­
ing the roping ~eel!. 

Mrf:hMorsentb&u: Do you have any reapona1bil1t,r 
wi reterence to enforcing liquor taxee? 

Hr. Brown: Bo. 

f§· Xorgent.lju: Are you responsible tor detecting 
orgery ot quor stamps? 

~Brown: I th1nk there was an 1netruot1on came 
U8h a short time ago to watch tor -- to become 

very active 1n the counterfeiting or liquor etampe, 
but you see • .... 

~· Kor0entbe~: Didn't I ask the Detroit ottice to 
o eck up -- t e United s•atee Seeret Service -- to 
oheck up on liquor coming through !rem Canada? 

Hr. Brown: Yea. 

ll£r; Xorsentp•u; 
lite? 

What do you mean you are not reepon-

Hr. Brown: You mean the emuggling or liquor? 

Mr. llorgentP•u; Yea. 

Hr· Brown: But that is not one or our dutiee. 

~· Ko~en!hty: But were you not aeked by the Secre­
ary o the reaeury to do that? 

Mz:. Brcnm: Yea. 

!!t·af!I'Senthe: You were t old, over a year 116C, to 
e up on e &IIOUDt or liquor ooa1ng through trca 

0a""'8, 

Mr· l!roJm: Yu, eir. 

Mr· 11opsenthf1l: So you were charged w1 t..h the entoroe­
aent 0 liquor J.a••· And you borrowed 13,000 troa a 

• ?t:' 
--o 
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o&mbler t o eet youreelt up i n bueinesa and you have 
not t iled an income tax. 

Chief, oan your people engage in business? 

Q'hiet Koran: No; not actively. 

Kr. Oliphant: This man has placed hiaselt 1n the 
position ot violating the law. It is absolutely 
a breach or trust. It is possible that some or t he 
liquor he is interested in was amuggled 1n. He pute 
himself in the position that he has a financial in­
centive, which ie a violation or law and not a moral 
issue. It's illegal to get youreelt in this position. 
It ie not a oaee or being actively or passivelY en­
gaged. You can't be engaged in it at all. 

l!r. Brown: It that ' s true, then I am wrong. ~ 
investigations down there •...• 

Mr. Uorgenthau: I don 't know whether your 1.!lvest1ga­
tions are any good or not. Just !rom what you tell 
me, it there are many .' more like you in Secret Service 
I would be terrified. A man gate t3500 to run down 
to New York week-ende,without getting permission from 
his Ch.1et, to eol1oi t a liquor agency. I don 1 t see 
how a fellow oan do anything. It you had cleared it 
here , it would have been something ditterent . 

~· Brown: I wu not sol1o1t1ng the agency at that 
tme . It was that I would be 1n podti on 1t I oared 
to go into the busi ness when liquor was legalized, 
that I would have contact w1th people I knew. 

13? 

llr, Uor~thau: The Detroit ott1oe was charged, through 
me , to e an investigation ot smugg~ed liquor and 
counter f eit stamps. I personallY asked tor that. 

Yo· Oliphant: And the man who u.de the investigation 
or you was 1n the liquor business. 

Kr, Brown: I wae interested; no queetion about that . 

Qhiet lloran: I t.hink what. we should do is t.o let hia 
nave these chargee and make a written reply tor the 
Ci vil Service . · 
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llr. Ucre;enthau: What do you think, Uao? 

M· lolcRqnoldf: A routine matter. I think the 
acta are pre ty well disclosed. 

Kr, llore;enthau: Don't you suspend a man pend•"~ in-
veatliationf -o 

Mr. lolca,ynolda: Yes, i ndeed. 

Hr. llore;enthau: I think the man should be suspended 
until he answers the chargee. 

Ch1et !.loran: What I would sussest then i s that we 
would hive 1n the tiles h18 statement in response to 
the ohargee. 

Mr. Morgenthaq: llr . LlcReynolds will have those chargee 
and after this meeting is over, Ch1et, I suggest ~hAt 
you take it up with UcReynolds, but I now tell you that 
pending hie answer I want you to suspend this man with­
out knowing anything about anything else . I don 1 t 
want any police agencies to be actively in the liquor 
business. 

&!let Moran: And 1t1 s not my purpose to have it. 
, Brown w1ll oont1rlll the statement that I have had 

h1m down here 1n many caeee and he assured 1111 he had 
no active participation except h1s wife owned some 
stock. 

Krl More;enthau: How did you represent the people 1n 
6h o 1n this business? 

Kr, Brown: .18 a result ot the aoount ot busineu that 
il!chiSan wae doing, wh ich reached about t1tth place 1n 
amount ot ealea of liquor, etc., which were aold ott 
the ehelt of the U1ch1gan liquor storea, through the 
ettort ot J.lr. Ulrich and llr, Jlagneuon who 11 general 
aalee .nagar of the country and a nwabar ot saleallell 
wh1oh the c0111pany hired. 'lhey had been do1ng a Yery 
good Job 1n K1ch1gan on the 88ll1ng ot thla liquor 
trom liquor store shelYee through th1a set- up, and the 
.AIIIerican Diatilli ng Company 1n I.Uch1gan aaked llr, Ulrich, 
Ithink it waa Kr. Ulrich, to look over the Ohio e1tuat1on 
and see 1t we could not take over Ohio and they looked 
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it over and decided they 
practically uae the same 
were using in Michigan. 

could handle Ohio and 
sales system that they 

Mr. llorahnthau: lfho approached the Secret Senice 
man In io? 

Mr. Brown: I did, The idea was to set up a cor-
poration in Ohio, a sales orsanization, the same 
as we had 1n IUohlgan, and they asked me 1t I knew 
anyone 1n Ohio who he could call upon to sell some 
stock and to become interested in the Ohio buaineu, 
!i.nancially interested, inasmuch as I understand that 
the laws o! Ohio require Ohio residents ' investment , 
eo I recommended Ur. Harper and they called on Mr. 
Harper to buy some stock and set up the corporation. 

Ur. llo~enthau: Where is the ottice ot the coapaey 
1n ilich1gan? 

Mr. Brown: In the Fisher Bu1ld1n6. 

Kr, l.!orgenthaq: lfhat hours o! the dey do you go there? 

Kf, Brown: I imagine I have been in the office possibly 
ten times i .n two weeks . I go up there occasionally tor 
lunch, because there is the Recess Club, a luncheon club, 
on the top !loor an.d these Pamous Brande ia the tenth. 
floor . Occasi onally I would go up there to have lunch 
with Ul.rich or Lane. Dropped in the o!!ice !1ret and 
then go up to the Recess Club and on several ocoaeione , 
probably tour or t1ve , I was up there tor meet1nge, but 
I don't believe I have been 1n the o!!ice over ten timee. 

H£. 14orfentha~: 
tax lie week 

Illy did your wite only tile her 1nco111e 

~· Brown: Well, to start with, we were Just a little 
e ort of money at that time and Q1 youngeter was 1n 
quite a severe auto110bile accident and she had to take 
h1lll to Florida on account ot hie sinus glands being 
knocked 1n and ehe did not get back. I , 1n the mean-
time, had tiled an income tax and when aelt1ng tor me 
I neglected to ask tor her. 
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~· Morsenthau; And you are charged with pro-
act ing the currency or the United States! 

Ur. Brown: I believe I have done a pretty good 
Job 1n 17 years, I don 't th1.nk that could be 
questioned. 

Ur. ~enthaj: How lll8llY other places have they 
t8ke~oreterv1ce men as t heir agents? 

Ur. Brown: That ' s the onl,y two places I know o!. 
As a matter or tact , I am responsible tor that, 
because at that time I intended to go 1nto this 
business activelY. 

fe· Kore;entt;u: lh,y di dn 't you quit the secret 
ervice? did you let the Chief down? 

Ur. ~ '!he Chlet has told me trom t1me to t1ma 
th&t~uld not be actively engaged in the busi­
ness and when I was financiallY interested I did 
not th1.nk I waa violating any rules. I do not 
manege the business. 

r?· Kore;enthau: lh,y should you be short of money 
i your wife got $16 ,0007 

Ur. Irey: You had a total ot $25,000 income last 
year. 

Kr. Brown; Yes. 

yr. Korgenthau: Yet you could not pay your first 
installment in Karch? 

yr. Brown: I n Karch I was in Florida and asked tor 
an extensi on. 

Kr. ~ors,enthau: 
to J' orida. 

But you had the money to go down 

«· Brown: w,y youngster had a terrible accident 1n 
t e meant1me and he was down there t or hls health. 

¥o· Mo~tnthau: Brown reported $25, 0007 And you 
on'~ve enough t o pay your tiret installment? 

I 
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!lr • Brown: We would have paid the tlrst installment 
It we had been here, but we were not here to tile. 
But there was a lot ot that money used tor paying 
ott debts beoauee 1n 1931 and 1932 there was coneider­
able money that I owed and I was trying to pay ott llf1 
debts 1n place ot going into bankruptcy. 

yr. Helvering: You contacted Wr. Harper youraelt? 

Mr. Brown: Yee. 

llr. Helvering: Did you contact !lr, Pollack? 

~· Brown: Not Ur, Pollock, Later I seen them and 
t is matter was put up to them. 

yr. Helver1ng: What d1d you put up to them? 

Wr. Brown: I did not understand you. 

Uri Helver1~: What was your proposition? 
oa ling peop e 1n Ohio rlth intluenos? 

Were you 

fil· Brown: I know !lr. Harpsz: quite well. He was 
t e onLY man I knew· have known him tor a number ot 
years, and I did not. t hink i t would be anything wrong. 

l(r, O~phent: 
your aanoe. 
ott1oe1 

You spoke ot an assistant 1n charge in 
How many people are employed 1n your 

Hf, Brown: Eleven agents, 1t I am not mistaken. 

Mr. Ol1phant: How rnaey stenographers? 

Mr· Brown: Two, there are now. 

Mr· Oliph•nt: AnY typists? 

Mr· Br.Jpp: wo. There are two aen 1n the ottioe. 

11-~--• onv other person employed 1n your ottioeT Mr. 0 Yfi&+'Y: ..,..., 

Kr• Brown: !he agent& are employed. 

onv ot them ever interested 1n the bueineaat Mr· OUphant: _.., 
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Mr. Brown: No. 

Mr· Ol1ph•nt: Any relatives? 

Mr. Brown: No. 

lolr, Oliphant: Ever work tor the oompa.ny? 

Hr. Brcoou No. 

Mr· Oliph•nt: Ever had their product&? 

Mr. Brown: Bo. 

Hr. Oliphant: Did they 1nqu1re tor the product? 

Mr· Brown: No; not to 111.J knowled6e. 
no Int erest 1n it at all. 

They would have 

~ Ho~nthau; Did you ever aek the people 1n your 
~~lee~ether they paid their 1ncoce tax? 

Mr. Browp: No. 

~ M':?t;enthau: 
ofier ua1neas7 

Mr. Brown: No. 

Ever ask it they were engaged in any 

Mr! Mpp:ent.A&u: J.lr . Brown, please go with Ur. llurphy 
an wa t in wsphy 1s ottice until Chiet Koran comes down. 

oOo-oOo 
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PART II. 

~· Jlo~nthau: Yr, Pollock, we have been making an 
nvest tion of these Government employees who were 

1n the liquor bua1nese. There are cert.e.1n chargee 
wh1oh I would 11ke to have read to you and then I woUld 
11ke to have you answer them, 

llr. Ire:: Red 1 Exh1b1t 2 1 attached. 

Jlr , Jforsenthau: What is your explanation, Ur , Pollocltt 

&lr. ~ollock: 'fell, I must deny that I ueed my oft1c1al 
poe! i on or any personal positi on to aid 1n the sal e of 
l i quor to the State. 

llr, llorsenthau: In what capacity did you do it? 

Mr· Po!lock: In no capacity. 

Kr. Jlorgenthau; 'fho did make the sale? 

Mr. Po~ock: I presume 1t any sales were made, they 
were m& e by the Famous Brand.s of Uichigan under the 
syndicate arrangement. 

Mr· llorgenthau: What is the syndicate arrangement? 

Hr. ~llock: The syndicate Just referred to 1n the 
repo , tol'tled 1n the spring of 19M, April, with 
Hr. Abbott ae the head of it. Yr. Abbott was manager 
of the Ohio syndicate according to the agreement (I 
think Ur . Mack received a copy of it) and a Mr. Lane 
of the Michigan company. 

Mr · Morgenthau: How much money did you get out of 
this in one year? 

Mr . Ponock: In the year 1934? 

lr. lorgenthaw Yes . 

Mr· Pollock: Eighty- two hundred and some odd dollars. 

ft· llor unthau: 
8200? 

'fbat services did you render for 

Mr · Poll ooka lone. 

lr• llor untbau: Wh7 di d they give it to you? 

:43 
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Mr· Pollock: It just happens to be if I may use 
the vernacular, because I got a "cut in" on it. 

1:· Korgenth&u: Because you were in t he Customs 
ervice? 

Kr · Po1lock: lo . 

Jlr , Korgenthay: Why should somebody hand you $8200? 

Mr · Pollock: Kay I begin at the inoipiency of this 
arrangement? 

Mr . Korgenthau: Sure . 

Kr · Pollock: Possibly sometime in Karch, 1934, Kr . 
Harper of the Secret Service, Cleveland, an 1nt1aate 
friend of mine for some 12 or 15 years, said that a 
friend of his represented the American DistLlling and 
they would like to become active in Ohio. He asked 
me if I knew bow to go about it. I told him I was 
unacquainted with the liquor laws of the State and 
for the moment gave it no serious t hought. Possibly 
a couple of days later, he mentioned it again. I . 
said I know nothing of it ; that I would speak to 
Kr. Koore, the Collecotor of Internal Revenue, and 
the reaction was that he knew nothing about it . And 
a couple of days later we lunched together, as we do 
possibly two or three times a week, and be said be 
had been thinking the matter over and said, •Bow 
about bringing Mr. Abbot t in," whom I did not know 
at that time. 

Kr · Korgenthau: What ' s his businees? 

Mr · Pollock: Be is an att orney in Cleveland. Out 
of that came a conference, I believe, 1n fact I aa 
cer tain, it was the day Jlrs, Pike took her oath of 
office, April 1 , 1934, or possibly Karch 31. I t 
was on a Saturday, Saturday aft ernoon. A r epre­
sentative or the distLlling company came to Cleveland 
with Mr , Brown and Kr . Harper and llr . Jloor e and myself 
discussed the matter . 

Mr· Kouent h&u: What day? 

llr· Pollock: I t was Saturday afternoon, eit her Karch 31 
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or April 1 . I am certain of that, because it was 
the day llrs. Pike took her oath of office . We con­
ferred a nd t he result was t hat if there were &D1 
sales ~ade that i nasmuch as we were in on the ground 
f loor •••• 

~· Olipbant: What do you mean "if sales were made?" 
ere any sales made? Rave sales been made i n Ohio? 

Kr · Pollock: Our business was to create a demand and 
then the State buys . 

Kr• Morgentbau: Bow do you create a demand? Do you 
call on the l i quor stores? 

Mr· Pollock: I don 1t . We have representatives 
throughout the State who call on licensed retail 
dealers and hotels. 

Kr · Korgenthau: Do they make any sales? 

• ' r. -·;:> 

Mr· Pollock: No. They ~erelyadvertise through some 
means or other , encouraging t he use of that particular 
brand . 

Mr . Korgenthau: Has any of that br and been sold 1n 
the State? 

Xr• Pollock : Yes . 

)f " t ha Are there sales being made every day? r . .. orgen u: 

~· Pollock : Quite a few sales being made . Onder the 
t a te Konopoly Plan, all liquor is sold by state stores. 

Has this organization got an offi ce 

Mr· Pollock! Yes, sir. 

Mr· Morcentbau: Bow often do you go there? 

Mr· Pollock: I have never been in it. 

Mr· Morcentbau: Did 70u e•er tell Krs . Pike JOU were 
in this business? 
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Mr· Pollock : I know I did when the publicity came 
up. I can ' t recall, Mr . Secr et ary, that I did before. 

~ X~genth&¥: Did you aok her permi ssion to go i .nto 
t s usiness 

Mr· Pollock: No; 1n fact , it started befor e she came 
in. 

Mr. Monenthau: Di d you ask anybody in the Treasury? 

Mr. Pollock: 
would be any 
liquor sales 

I asked Mr. Dow, last summer, if there 
objection to my having an i nterest 1n a 
syndicate in Ohio? 

Mr . Oliobant: Was t hat or al or written? 

Mr. Pollock: Just cas~lly; verbal . 

)(; . Olip}Jant : Where did you ask him that? Here in 
Washington? 

Mr · Pollock: Oh, yes; her e 1n Washington. 

Mr· Oliph&nt : Who else was there? 

•. 6 .. 

Jl~ Pollock: I don 't recall that t her e was anyone else. 
answer was that he did not see any objection to it 

since we were not handling ia~rted liquor and I was 
devoting no time to it. 

llr. Jlouenthau: Mr. Dow, bow about that? 

~ Dow: I recall that he was in the office and asked 
a ut bUflng stock in a liquor conceliJl and as I rem.ea­
ber it, I 'said there was no objection to bUJing stock 
in a liquor concern any more than there was in bUJing 
stock in the Pennsylvania Railroad. I have a very 
hazy recollection of it, but I do remember Jlr, Pollock 
spoke to me in the office a bout b~ing stock 1n a 
Jiluor concern. Fra. a le&al standpoint it made no 
difference bUfing stock in a l iquor corpor ation than 
it would tro• the PennaylvaDia Railroad or &n1 ot her 
coocern. 
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Kr· Mack: This started out as the Ohio S)'lldicate; 
no stock was issued , They oper ated from April, 
1934 to December 28, 1904, when Famous Brands of 
Ohio, Inc., succeeded to t he syndicate; therefore, 
there would be no question of st ock issue until 
December, 1934, 

Mr. Konentheu: When did you see Kr. Dowf 

Mr · Pollock: In his office. 

Mr. Korgenthau: When? What month? 

~: ~llock: I bel ieve I looked up t he vouchers for 
ck , I believe it was the only tille I was in 

Washington that s=er; I believe it was in August. 

Mr. Pow: I should say about a year ago. 

lr · Jlonenthau: But at the time you asked him, you 
were participating in t he Syndicate? 

Mr· Pollock: Yes . 

Mr . Oliphant: And bad been f or bow long? 

lr· Pollock: Ob, several mont hs ! I felt , Kr. Secre­
tary, it was a perfectly legitimate business ; I was 
not devoting any of my official time to it. 

Mr . !lone~hau: Do you have any liquor uuggling caaea 
over froa anada? 

!fi· Pollock: We have bad no liquor smuggled in since 
~30 when the Canadian law went into effect. 

fij · llgne¥tl!All= There i s no smuggled liquor collin& 
nto Ohio 

lr · Pgllock: I doubt it. 

lr· Ql~~t: Is yo•Jr office charged With prnentiD& 
••UI&l quor coaing into Ohio? 

Mr· Pgllgsk: Yes. 

lr· ouprept: Tbat '' part of your official duties? 
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Jr. Pollock: Yea. 

llr • Morgentllau: You mean there has been no smuggled 
liquor sold 1n the State or Ohio in the last three or tour years? 

llr . Pollock: I could not JJay that. I doubt tbat 
there is very little or aey coll.ing across the Lake. 
I doubt 1t the Coast Guard or our office bas seized 

Mr . lfoueptbau: Bow about the Atlantic Ocean? 

~ Pollock: We are 1n Cleveland, Ohio, across the e . 

Mr. lforgentbau: But isn't 1t possible that overseas 
smuggled liquor bas been sold in Ohio? 

Mr · Pollock: I can't answer that. 
• 

I. know of none. 

.. . 

~· llorgepthau: I f it was, it would be your responsi-1lity? 

lr· Dow: . No , Mr. Secretary. 
WOuld ba.ndJ.e thai;. The Alcohol Tax Unit 

.:.4a 

lr· llorgenthaU: Let's put it another way. 
they counterfeit American medicinal liquor 
and sold 1t 1n Ohio? 

Suppose 
bottles, eLc ., 

lr· Pollock: It it came to our attention -- of course, 
we only have one customs agent there and a lill.ited 
f orce and no patrol. If we knw of it, certainly we 
would prospecute it, aa we have every other case. 

l(r , lforgentbau: Would you thillk it would be all r ight 
to bu:r atock i n soae drug company that was selling 
narcotics •xclusively; nothing but narcotics; be part 
of a syndicate that was selling narcotics legally? 

Mr· Pollock: A legitimate corporation? 

Mr· lorcentblu: Yea. 

lr· Pollock: I should th.ink so. 
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Kr. Oliphapt: Bow about a corporation engaged in 
selling notbin& but ~atch movements? 

Kr• Pollock: It a legitiaate business; an authorized 
corporation. 

Mr • Korgenth&u: But you did not have acy aut~orized 
corporation . You did not buy stock in a~hing, 

Mr· Pollock: I bought stock in the Fuoua Brande . 

Mr. llorgenthau: When? 

Mr· Pollock: December of last year. 

~: t~::= Five months after your conversation ~tb 

Mr· Pollock: lly conversation ~tb llr. Dow was about 
having a.n interest in the compacy. 

Mf, Irex: He interpreted it as stock buying . 

Mr, llouenthau: Bow lllllllY months did he participate 
before the formation of the syndicate? 

llr. llack: The syndicate was commenced April 17 of 
1934 and continue until December 28, 1934, when tbe 
corporation was formed . 

Mr· llorgenthau: During the time it was a syndicate, 
did acybody put up any money? 

Mr· llack: Bo, sir; there was no investment. 

Jlr. Oliphant: And during that time he received bow 
a uoh? 

Mr· Jack: The distribution was one-fourth or $8293. 14. 

lr· Oliphapt: 'l'twt i s troa the syndicate? It was not 
organised until Deceaber and be received troa the ayo­
dicate, in which he inves ted no aoney, be received 
t8293.00? 

Mr· Irv: And when t hey did incorporate, he bought 
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aa.e abarea and atter that there were three d1'fide~~da 
=~ed or $20, $30 and t.o, a total or $90 on eaoh 

-ro -.J 

~ Korgenthaut When 1ou were a ll8lllber or the a7Jid1,cate 
10u OUie don here and what h the recollection or what 
1ou aaked Kr. Dowf 
Kr. Pollookt I asked hl•, ae I recall, 1r there waa An1 
law or re8Ulat1on whloh wOUld preclude • rroa had.Jl6 an 
i nterest 1n a liquor oonoern not handllns t.ported Mr­
chandl .. 1n Ohio. In ettect that waa rq queetiOD. 

Mr. Korsenthau: Dld 10U explain to h1a the arrang-nte? 

Jb:o. Pollock: I don't recall whether I did or not. Do 
10U reoill, Mr. Dow, whether I went into ldQ' detail? 

Kr. Dow: ICJ whole recollection h Terrt hu1• I r-­
ber it waa about the aaJDe t1•e that Bud Br01111 waa re­
ported to be the aalea agenc1 ror aoeetbi.ng out in 
K1ch1gan and I relll8lllber 1ou aaid ao.ethlng about b'll:T1D6 
an 1ntereat or investing in atook. !he lllpre11ion I 
have now 1a that you were go1ng to 1Dteeat 70'Q1'aeU 
1n bu,.tng stock in a liquor oonoern and I auppo .. that ir you add I aaid there waa no law against it, no rule 
or regulation againat it, I 11111 , .. ,. I aaid it. 

Mr. ~entbau: :row that you mow the cirou..tanoea, 
hQW (l jOU reel about it U be OUIO to '70U nowJ 

Mr. Dow; u I mew all that I know about thla now? 

Jfr, Morgenthaut Yea. 

Jfr Dow; U I had all tboae raote I oartalnl7 wwld han .. fa !ou bad better take tbia up 111tb the Secretarrr or 
the f!rea8Ul7• 

Jforgentbau: 
Mr. -..u What do ,.ou thlnk peraonall,. about itf 

ff• Dow; Aa tar aa the law ia concerned, be ia not 
olating uq lawt but be h, ethloau,. apeaking, nrrr 

1110h on the raggea. edge. 
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llr, llorsenthau: Do you lmow 1t 1117 ot her people 1JI 
6\iato.a agaa• 111 t h11 bua1Jieuf 

llr, Dow: •o, a1rJ I don• t. 

llr, Korgenthau: Do JOU tb1nlt there aref 

llr, Dow: !here •Y be, 
lbout a o1roular letter 
bue1neaa. 

I •• juet u ld.J:Ig llr, KoR1J111ol4e 
that no one should be 1.n 1117 

Jfr, lloRe~olda: A o1rcular went out that Treas1U7 ... 
ployees ibOUia get p~aa1on tor outa1de emplo,aent. 

!r, llorsenthau: You oan1 t call thh outside eu;~lo,aent. 
rth1nlt t hey paid h1la $8200 beoauae he ... connected 
with CuatOIU, 

Jlr, Pollook: .,. official position would have no intlu­
enoe. I aa not in poUtios 1111d the name ot Pollook 
•an• nothi.ng around Ohio. 

1JI Ohio? 

Mter this tallow o ... to you did JOU 
"""'"• ott1oials about the sale ot ltquor 

Mr. Pollook: • o 1 air. 

llr. Jlorgent hau: D1d 1t ever ooour to you that being a 
Ti'eaalll"7 e.ploJe• • • • • 

It baa turned out to be one ot those tan­
t1onaJ acaeth1.ng t hat broke r ight aW&J 

and I have gotten n1oe d1rl4enda. 

Kr, llorsenthau: I will UJ JOU didl 

Jlr, Ir1171 Colonel B'Ughea was located at the State 
oapitiil. where •-on• or ;rour group had a ocmterenoe 
with hS.a on whether thq would purohaae th1a Uquorf 

fo•JNoo!U Jlr, Moore aDd I were t h ere with reapeo' 
o me onatnc or ftl"ebmaea • 

llr, Irm But it happened to be on that da1f 
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Jll', Polloolu I did not go. 

Jll', Irez: Did you participate 1n l'IIBOh with llzo, Xoore7 

llzo, Polloolu I 4on1t Jmow, tor the 'U1'7 reaaon that I 
fii it thi Cuatoaa Houae ana I did 1ee, 1omett.e duriJ16 

152 

the day, the Collector ot Internal Revenue, Jlr. Bueey 
concerning 1tr1p 1tqp1 and bondi.na or warebouae1. lt 
that ti .. , it I -Y e:cplain th1a, £he state hoped to 
i1111ort liquor in bulk OJ<' bring i~ 1n troa an -.ijaoent 
State or -'fbe tr0111 a diatillery in Ohio and bottle 
their own mercbandlae, It wa1 also cont~lated, ot 
courae, antici ... ted at leaat, that there would be i.,. 
ported liquor and the queation W&l about having an 
Internal Rnenue bonded warehouae 1n the .... warehou1e in 
Wbioh .S.ght be 1tored illported and ~ other aerchandi1e 
Which the State .. y own and that waa ~ only conneotioa 
at the invitation or Kr. Moore. 

Jll'. !rez: Did t hey put that up to yout 

Kr, Pollock: They took up with me t he queatlon ot putt1116 
it fii one bonded warehouae, Al.l w are interested in i1 
having a cOIIQ)artment bonded tor iiiQ)orta, but it wa1 a 
queation ot paying duty and tor convenience or the State 
tbeJ wanted it all concentrated 1n the one bu1ld1J16• 

Jll', llorgenthau: Did yvu ace• o1ate the State! 

Jll', Pollock: Al.l we could do waa to ezplain the procedure 
ana to iiiii application tor a bonded warebouae. 

llr, Morgenthau: Did the State get 1t7 

Kr. Pollock: '!'hey accepted a bonded warehouae there, 

llr, Jlorgenthau: But the State got what tbeJ wanted? 

llzo, Pollook: It' 1 a public b onded warehouae, 

But thef wanted 1peoial treatMnt and 
10 thef got itt 

Jo I 414 not looll: at it 1A that light, 
~!"l~~~:W.1a: ' '!'hey mew noth1116 ot b•ndl1.JI6 bOnded 

TheJ laln noth1D& ot enter1D& to a ware-
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bouae or withdrawi!li , or atr1p atuwa. 

llr. »orsenthau: Who e:xplai.ned 1t f 

11r. Pollook: I d1d. 
at the time. 

I believe llr. Buaey wu with ua 

llr. Xorfenthau: .And you e:xplai.ned 1t to the State 
author! leaf 

llr, Poll ook: I e:xpla1ned Cuat011s. 

1 5., ... " 

llr. llorgenthau: And Wh1111 you got through, they real1nd 
tbit you bid -de 1t euler tor the State to eell llquorf 

llr. Pollock: At that t1llle we lr:nn notb1Dg. 

llr. Irex: At that t1ae theJ had gone up to the Capitol 
ana hid a conversat ion with Colonel Hughea about selling 
11 quor -- Pa~~~oua Branda -- to the State ot Ob1o. 

llr, Korsenthau: But w1 thin a tn daya ther t1x.d the 
State lql and e:xpla1ned how they uaed stl'1p at&J~G~•• Then 
r i ght attar this happened theae tellowa take the State 
agency tor the liquor. 

llr. I ret: '!he laM da:T ther explained the warahouae 
the7 iJ.ao talked t o Colonel ..... HUahea about • ell1Dg 
UCQOr to the State ot Ohio, I c10nTt aean that Pollock 
enfered into that d1acuaa1on. 

llr, Pollook: I did DOt aee llr. l!usbes on that day, 
W:j be coiit\aed a• to What day we talked~ 

I 

't• Koraenthau: Ian't 1t a tact that 1t wa• a case ot 
ou aoratoh ~ baok and I scratch Jouraf• 

llr, Pollookl It waa rq duty to apla1n euat-.. 

At the aaae t1ae a apeo1al ua1atant ls 
tUl'D <loa. 

Regraded Unclassified 



·2S-

fob:Poll!Oka .btbodT ooul.d han aooau to that pubUo id warehouaa. 

Jlrs 

Jlr. 

Jlr, 

Jlr! 

Jlr. 

Jlr, 

Jlr. 

1£· 
!£a 
Jlr, 

!I£• 

•• 
Jlrl 

Its 

•• •• 
lEa 
lEa 

•• 

But to turn you dOIIJl on the aala 1lba 
an 1ntereat 1n aelllng that bl'IJld to 

State author1t1aa. 

Pollooln ~.,. alraaq had an asmo7 1n Ob1o. 

OllJ>banta What were theaa brandat 

Pollock I Readwood 1a one. 

011J>h•nts Where 1a 1t IIIIJlutaotUl'edf 

Polloolu I don't know. 

011~1Dt: What are the other brandat 

Polloolu 1'h'J' han gin; Old ColoJ17. 

Olbb•ntf Where 1a that -dat 

Polloo)Ss I oan't tell ,ou. 

OUttb•nts !he nut brandt 

Poll.ooka BriarolJ..N'. 

Ol1J>Mnta Where 1a 1t ~' 

Polloolta I don't mow. 

Ol1Jhant: A:tq other brandt 

Pollock: Another giDJ Polo. 

o~Jll•at: Where 1a 1t -dat 

Pollooln I don't mow where. 

Oliwanta What w. the laad1JII brand ot w!Mt 

Pollooka !bat I oan' t tall 70'1• 

1S t 
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Ill', Ol1pi!!D1a Dld 7ou have a tull liDe or w1.n .. t 

Ill', PollooJu Wo Wine a. 

1 r ·· ........ :> 

Ill'. Ol1pb&nt: 11M S,n41cah nner 1old ~ W1.n .. t 

Ill', Po~ook: lever 1old an;rtb1ng b .. 1d .. wb11ke;r and 
i!n. ~t•• all I know ot, 

IE• OUpi!!Dt: Aztt lllported s1nJ 

~ Pollock: Wot h -.q knowle4go. That wa• the oal.7 
t na I -.& dltWto at the tlae ot our conrerenoe 
llal'ch ~ or Af:! l, that I would not be 1nter .. to4'1t 
the7 handled rted .. rchan41... AI I qplalned t o 
Ill', Dow, the7 blndlo4 no 1Dwol'to4 , .. 

Jllo, Galton: I•n't there a brand that 11 put out a1 
t1i off!cial brand ot the State ot Ohio aDd 11 quite 
wiclel7 adnrt11o4 by the State 1tor .. f A brand 7ov. 
ha"t'O not aent1oned that wa1 handled b7 70ur Puoua 
Brande, Ino. f 

!r• Pollock: Are 70U 1po•lr1ns ot Buoll:e;re Statef 

Ill'• Geton: That'• right. 

~Pollook: I knew nothln& ot that unt11 I returned 
low Oi'l.ean1. 

Jtr. Guton: 'lhere ..... to be aaaethlng about hlr1ng a 
10\ ot liquor ott the State aheb .. and te!dng it back 
to d11t1llel'iel 1n Ill1no11 and robottling th• aa Buoll:e;re. 

-:r Pollook: I can't tell 70U a thing about 1t, I -
1 Ol'lled b7 Jtr, Jlooro and Jtr. Abbott that the Ohio O•­
pazq hu nothing to do With that. It'• a -.ttor ant1rel7 
botna the State aJK\ tho d11t1llft'7• 

8o tho State like Buoko;ro &I tho1r ott1c1al 
Your concern, P8IIOU8 Brandl ot Ob1o, doo1 

thatf 

B; Pollook: 
i aOiltbo 

lo, lJl tact, I knl1r nothiDS ot 1t until 
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Jllo. Pollock& lfo. .la I UDderatand trcra 11r Abbott 
tbi !!tate bad purcbaaed a lot ct bonded -r~bandiae 
11hich 1e rather high priced and they could not ull 
1t 1n the State ot Ohio becauae ot the price and the7 
aol1c1ted Tarloua d1at1ller1.ea to aee what th.,. -- the 
State did tbatJ 1t wu the State'• propertJ' -- would 
cbarse to bleD4 into a loonr priced liquor. I mew 
nothing ot that 1mt1l laat aonth. In tact, When 1t 
o&M out 1n the nnapapera he add that ' a aoaaethlns 
between the Aaerloan D1at1ilerr and the State ot Ohio. 

JlrahJiaok: I a1ght explain that there were about 8_,000 
8 ona ot high price liquor, alow aortng, s..poaalble 
to aell through the State atorea taken back by the 
aerioan D1atillerr to rebland ilth cheaper llquora 
ill order that they oould aell at a prioe to aeet the 
d~d and that 1a now being ahlpped back into the 
State. 

lira Jlorgentbau: Jot handled b7 PaliiOUa Bran~' 

Jlr. Mack: Jo_, the American Dlatillery. It wa1 arranged 
for bf lr • .lboott, a mtllllber ot the Ohio aalea 'J'DIU.oate. 

Did Abbott get a c~aaion on that piece 

Jlr. Jlao.k: I underatand :oot. 

Jlr. Jlorsenthau: llr. Ire)', tell ae asaln what happened 
the di7 'thif ient up to Collllllbua. 

Jlr. Ir!11 ,I would rather Kaok told it. 

llr. Jlaok: There wa• a rlalt -de to Collllllbua, Ohio, b7 
tr. lbbott, a .-bar ot the Ohio .,n41oate, acoOIIMJiled 
b7 Jlr, Lane, &lao a JMIIIber ot the Oblo aJD41oate tft troaa 
Detroit, lllchisan, the purpoae bei.ng to attorcl Jllo. Laae 
an opportun1t7 to IU.aouaa with Colooel BUsh••• then 
Dlreotor ot the Oblo State Liquor Board, the -tter ot 
aell.iJIS .u.ertoan D11t1llllr7 product. 1n Oblo. It cta­
nloped that llr. Jloore and llr. Pollock were there ae 
the ,._ ctate. 'fhere ia no nidenoe that they went to 
the Board with Jlr. Abbott and Ill'. Lane and I bel1ne 
Jlr, Pollook' a es;planatloa 1a that he wu there t o 1ee 
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llr! .. Buae7 about m Intel'D&l. Re·nuue •tter 111 ocmneotloza 

wiw. ott1o1al bualneur turtbal' that on that - date 
one ot the -n I 1ntel'"f'1ewed aatc\ that J1r Jloore •r hen 
had lunob with Oolozael Jl'ushea and theae ho aen: 

!£, llorsanthaus Waa Brown there that dayt 

Ill', •oJn lo. 

Jrr • llorganthau: Wu the other Seoret Sel'"f'lae .an theret 

Mr. Kaok: 5o, air. 

But that 1a the da7 Mr. Pollock e:z:plalned 
OJ:d.o about atr1p atUIPa, eta. 

Mr. Pollook: That I cannot aa,-. '1'he aatter of bozaded 

warehouaea waa d1aauaaed long before •• ever heard of 
.blel'1oan D1at1llel'7• 

Mr. Irex: But rou did aa,- that Mr. Lane went up the aaae 
a&,- TOU went to OolUIIbu.a. 

!!£. Pollooks Jrr. lane md Jtr. Abbott were there tbat . 

.... aa,.. Whether 1t ... that daf or 7I:J' prertoua tl'1p, 

•da at the 1nrttat1oza of Ill'. Jloore, poaaibl7 111 Pebl'U&l'7 --

71:J' voucher will bear that out -- long before we bM.rd of 

~r1aan D1at1llel'7• 

Jrr, lfaok: '!'bat waa prior to the fo~tlon of the •7Ddlaato. 

Ill'. Ire~: But 1n au evant 70u had had thh talk with 

State o fiolt.la and than on the da7 the7 want to ColUIIbua 

TOU and Koore &lao were 1n Coluabua . 

Mr. PollooJu Yea, but wq preaenae wu not beaauae of &Jl7 

ihtoPeat in tho a,.ndlaate or the eventual 1ntereat 1n ~ 

aJndlaate or oorporet1on1 but -• .. rel7 •• a t~Ubllo 
aervant an11ghton~ S,;ato .-Jiioh wu unaoquuntod with 
prooe4ul'e ot 111p0rt into bonded warehouaea tor I aa 
oerta1n th1a atarted ong before I heard of .t.eriom D1a­

t11101'7• 

t:~~.- But ,-ou oould -.Jto 1t pratt,- unpleaaant 
~ aots1Ylng th .. theae 'IJ&l'ehouaea. 

Ill=• P!lloolu '!'lMae 1'ao111t1ea were appron4. It lwl 

• 
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alrea~ been approYed, Under the law an 1J11Porter •1 atore b1a -rohand1ae, 

Ill', Korgentheu: But ther wnted a011etb1ng apeo1al. 

Ill', Pollook: Oh, nol 

158 

llr, • orgent hau: !he .bler1oan Dbt1llerr aaid tbef wanted 
ao.oth!Dg apeo1al, !ho,. wanted to be able t o bring 1t 1n 
bUlk. 

Ill', Pollookr i'hat waa &.eat1o atutf which U..,. thcnl8ht 
at tbi £1ae tho,. would bring 1n and bottle ~elY ... 

llr, Morgenthau: Did theTf 

Ill', Pollock: I can't tell rou. !hat -• an Internal 
lnenue matter ent1relr through Collector Buaer. 

But thor put 1t 1n a cua~caaa bonded 

Kr, Pollock: Jro. And I don 1 t know whether the;r eYer 
went through wlt.h that propoa1t1on. 

Mr. Oliphant: To c011e back to brand& -- th .. e brande 
haaa.IiGbr the a,ndlcate tre an;r of thea blend&T 

Jlr, Pollock: I ean•t tell rou, I know notbiDg about 111. 

You don't lr:now whether the qnd1oate aa 
[dtn blended with Canad1an whlakeTf 

It• Polloo]p 4. I t( ( ' I I •• • ( I It f ' t t 

Jlr, Oliphant: You don' t Jr:now thatT 

Krj Pollook: Jo. 

l'o. 

!;• O!ff'Jitl Are ;rou acquainted with Section 16~ of the 
r1id___ atuteaT 

Jlr, PollocJn I don't lr:now 11bat 1t 1a rlght now, offhaDd. 

IloJa't rou Jr:now 1t 1a a cr'"'ne' o.tt ... e for 
-,plcrr-4 b7 the vm ted stat .. Gonr~ment to 
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be d1reotl7 or 1Dd1reo11l7 1nterelte4J• t.cn:k~OD 
ot Ml'Obuld111 or the 1ale ot 111port 1181'MiuM15 1et 

:59 

... PoUo9k1 I - 1Dtol'M4 th11 10110- cloea aot1 s,.orll, 

Ire Olipb'rt& B'llt doll the OCIDOil"D lell 1J17 blllldaf 

Jll', PoUooJu ~III oa~~.•t ~· 

'lbG 7ou don• t mow 11hother !'..ou Bl'aJI4a 
partl7 blended trc. Oua41an 'lltl1 1lr.,., 

I - 11ltOJ'IIId th17 4o not 111port, I Ol.llllOt 
th17 PIIJ'ohall Canadia 11qll01' wholo1al1 ID4 

blend 1t 1n th11 oountl'J'. 

llr, llo!'Bjllltha'a.& lrlwre do )'O'a. nit wbilo J'O'a. &1'1 ~t 

Jlr, PoUook& I han bMD out 1ll thh l"'o. hel'o. 

( 11he C 1nder 1'holl;p101l &1'1'1Yid Sooret&l'J' lloJ'81ntha'a. 
aaked lifo. Pollook to wa1 t 1ll h11 ott1ol until called,) 

oOo-000 
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Wr· Morgenthau · Ur Lt Revenue at Cle;eland) o~re (Collector or Internal 
waiting, but we have had 11111 sorry t o have kept you 
tain chargee have been ma~ l ot or diacueeion . Cer­
in the sale or liquor and ~hagainat your activities 
would be to have the oha e easiest way to do rgee r ead to you. 

Ur, Ir!!Y: (Read Exhibit •:s• attached.) 

Mr· Uorgenthau: I want to aelt you a rew nueetione. 
Have you ever had previous ~ a sales agencyT experience 1n setting up 

Mr. Moore : I covered that 1n the latter part or 
:~:~:~e~;·a l~~~rU~iedrJea~whie statement which ~n-

t oh ~ e u~ l, 19:55 ( eee Exhibit #4 
a ta ad and letter or Jul,y 10, 1935 (see Exhibit #5 
attached , the t1ret one addressed to Special Agent 
Arthur A. Nichola and the second, to Special Agent 
Mack.) 

Mr· Morgenthau: You eay you covered that in t he latter 
part of your etatementf 

!&· Moort: Yea , air and I alao cover my experience i n 
a vertle1ng. s· Uorgenthau: 'l'o whom and how did you give advice on 

vertieing campaigns betore you were Collectorf 

~· ~oore : I wae , I had been in the newspaper bua1neea, 
• orgenthau, tor quite a nw:~ber or years. I was 

city editor or the Akron Preas and later aeeietant man­
t.a'-118 editor under Ray Long ot the Cleveland Presa and 
la~er beoome a political writer tor the Plain Dealer and 
spent my time between washington and Columbus during the 
congress ional aeaei one. I lett the Plain Dealer in 
1914 to Join a triend ot mine , Mr. Borkman (?) iKX aa 
~leveland advertising and publioity company. We handled 
all lt1nda ot advertising accounts and continued to do that 
up to the t1Die I ree1gnad or rather gave up temporarily 
my connection to Join t he ArmY· When I came back I 
reaumed the advertising and publi city bua1naaa . In tba 
aeantiae theJ crganir.ed two or three companl.ea and became 
interested 111 another oompellY which was an organh1ng 
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company 1n that it wa• i 1 
Kr. Abbott is also a a 8 ng e incidental 1n which 
patents on the contro~:n~in which we have baeic 
11 thograph1ng plates b ng proj ection plates , 
nectione 1n New York ' B~ ptroJec4tion. We have con­
pr t ti • 8 on an Cleveland At the 
tn:~e~e wi~~ ;~l~~e five or six other installations 

s soon as we can have a new building. 

Mr. J.loOfenthau: Lla,y I aek you th1e? While you have 
been Co lector, have you acted as consult ant 1n 
other concerns except t his one case? any 

Kr. Moore: No, except 1n my own business. 

fn· llo!l'nthau: Is your own business serving any liquor 
nteres 

Ur• Moore : No , sir. 

J.(r . J.lorgenthau: But this is t he only case where somebody 
came t o you and eaid,•we would l ike you to lay out an 
advertis i ng campai gn,• sinoe you have been Collector? 

Ur. Uoore : I think it i s . 
€ir work of this ki nd, 

I don't r ecall being solicited 

Mr· Uorgenthau: All right; continue to read. 

ur. Uoore: (Concluded r eading). l.lr. Kack came 1n to see 
me and:I talked at some length. I gave him all the 
i ntonaati on he asked. I f urnished the information he 
desired with regard to my official visit to Columbus t o 
t he State Liquor Board 1n reference to an Internal Revenue 
matter and explained the syst em by wh1oh the State has 
the monopoly of liquor and at the conclusi on of that he 
a1ked me if I would make a supplemental statement 1n 
wh1oh I would set out the !acta I had discussed with 
him and part icularly with reference t o the sale of 
liquor 1n the State or OhiO, so under date of JulY 10 
I made the statement tor Ur. U&ok. 

Hra: llors,enthau: 
an himself? 

fhe money wa1 d ivided between hil wife 

Ur· Irq: He got approx1111ate1Y t8000 a• his one-fourth 
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share during 1934 and then • 1500 the advertising. • as compensati on t or 

& !Joore: That was compensati on tor some extra work 
wi~ ~e· t~bhiott thousht I was entitled t o in connection 

~c gan adver tising. 

!:a Qi:ey:bbEatch sot .taaoo and ltr. !.loore got $1500 extra 
• .. o t got 9 1500 extra. 

Ur. Worgenthau: But in reporting his i ncome tax it was 
between himaelt and hie wi fe? 

Llr • Irey: He tiled r eturn ehowing $4500 as income to 
i&s. iloore tro:n the ll)'ndieate and $5200 as hie 1ncome 
from that source, although the B.Ynd1oate cont ract says 
none can be ass igned. 

Llr. Mor?!nthau: How did you happen to divide it between 
your wi e and yourself, this income? 

ijr. Moore: As I said in ~ statement, in the latter 
part ot las t year it was decided to organize a separate 
company in Ohio . I was given an opportunity to sub­
scribe tor stock and I said I d id not care to, but !.lrs. 
Uoore did. At that time I assigned all ot ~ future 
interest that was cooi ng in 1934 because the company 
was not to be set up until January , eo I merely assigned 
over to ure. Uoore, as Ur. Uack saw the checks -- checks 
that were made out to ce - - I endorsed to Ure . Uoore and 
Mrs. Uoore deposited t hose 1n her own account . 

&lr. Morgenthau: But how 4id you divide the $4500 and 
tsaoot 
Ur. loloore: That was the approximate amount that wae 
payable attar t hie agreement was made. 

yr. Hor~enthau: You telt that on the syndicate you were 
entitle to J4200 and then when it became a corporation 
you turned it over to urs. uoore. 

Mr· uoore: When it wa1 decided to become a corporation 
and Drs . uoore wanted to subscribe , to sign 1n her own 
name, I signed and endorsed over to her the checks tor 
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whate7cr wae due 'for the balance of that peri od 
through November and December. 

~!awlogej~~thats:~o~~; her own dividends? She 

Mr· Uoore: Famous Branda d id not become an entity 
since January ot this year. 

Ur, Uorsent hau: Since then she received dividends? 

yr. Uoore: Yea, a1r. 

Ur! Worgenthau: lhy was she entitled to dividends 
pr or t o January? Did she get $52007 

Ur, Uoore: She got nothing. 

Ur. ).lorsenthau: She reported $4500. 

J4r, Uoore: lfh.y, s he was enti t led to $4500. 

163 

Ur· Uorgenthau: Because ehe had agreed to subscribe to 
a oertain piece of stock? 

lo!r , Uoore: Which she got on the t1rst ot January. 

Mrs£ Uor~nthau: 1fhY was she entitled to $4500 tor 
t ing 0 worth ot etock? 

14=. Uoore: Because I wanted her to have whatever was 
comtng on the balance ot the syndicate arrangement. 

yr. uorgenthau: You turned it over to her ? 

Ur. l.loore : Yes . 'l'be reason I tiled a Joint return, 
I assigned t he checks over t o her and I could not tile 
an individual return tor each of us so I bad to tile 
a Joint return. It waa the only thing I could do t o 
make an honest i ncome tax r eturn. 

ur. Worgenthau: Did you ask any superior officer if 
it wae ail rig)lt to go into th1a business? 

Mr. Moore : No, air. 
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Ur• Uorsenthau: Did not ask anybo~ at the Treasury? 

Mr· Moore: No, s ir. 

Hr. J.lorsent~u: Did you tell anyb~ at the Treasury 
you were in~ia business outside ot Cleveland? 

lolr. lloore: No ; I don 1t th1nlt I d id. 

Hr. llorsenthAu: What is the statute concerning people 
1n I nternal Revenue engaged i n the liquor business? 

Hrl Olip~t: There is a statute that makes it an 
of ense ~ any officer or agent or Internal Revenue 
t o be i nterested, directly or i ndirectly in the pro­
duction, rectification or r edistillation ot distilled 
ep1r1ts. And then Section 9~, 1 No member or agent 
ot abJ organization or person directly or indirectly 
inter ested in pecuniary profits or contracts ot such 
or ganization shall be eoployed or shall act as an agent 
ot the United States tor transaction ot business with 
such organization . • Presumably , a Collector ot In­
ternal Revenue would have to transact busi ness with 
the synd1oate, both trom the standpoint ot its income 
t ax return and also from the standpoint of entorment 
ot vari ous liquor taxes . 

f[· Moore: That was passed in 1877 , I l earned about 
t atter the story appeared i n the paper . 

Mr· Jprg.enthau: Leaving the story out -- the facta 
are that this American liquor concern was d.o1ng very 
poor business in t he State ot Ohio . I understand they 
were not even able to collect their money . 

'l'hey ! Moor e: I don 1 t know anything about that. 
~ pr oducts in the stores. 

JIL, 11o enthau: 1'he.Y were very smart. They thought, 
~e wift get some fellows connected with t he Government 
1n the s tate and J1183be we will have better luok selling 
t o the s tate. • And they did and were able to build 
the bus 1neaa up troa zero to a million dol lars in a year. 

Mr......M22_re : All I explained to you in this atatement, 
,llirO._..,~\igh=;t~the s tate selli ng the State is ~tJ,'-ely unim-
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port.ant; it's getting people to bu,y, 

Ur, l.lore;enthau: I am not i mpressed with your statement. 

Mr. Irey: 
quantities 
was not in 

The Liquor Board was allowed to buy in any 
they wanted, so the s ituation you point out 
effect until long after. 

~· Uoore : The compani es that were selling the State 
~ Ohio liquor who could not move their product had to 
t ake it back. I t wasn 't a question of the State. It 
was a question of t he man who produced the liquor eelling 
it or had to take it back, and they did. 

ld• Gibbons : Ien•t it a fact that the State Liquor 
ard bought trom any d i stillery -- had the right t o 

grant ToCI, Dick and Harry (the retail store proprietor) 
a licene6 to sell? 

Ur. Uoor e: Yes, sir. Three or four different kinde or 
licenses. 

ur. Gibbons: Where do they get the licenses? 

,_ " The State Liquor Control Board. w;. .. oore : 

~ Gibbons : That i s the same authority that Colonel 
t8hes is 1n charge on He i s a member of the Board? 

Mr· Uoore: Yes, sir. 

Gibbons : And head of t his purchasing organuat1on 
the State? 

Ur· Uoore : He was the actual head. 

• am not a lawyer, but why should I 
~i Uorgenthau. I tour people in the syndicate, 

e ieve thAt there are the same amount. The Deputy 
eaoh person gets exac;~its he did not render any 
Collector of Custojs t a Christmas present. And you 
service. It w~s 1~

8this valuable service on adver­
lay you rendere a oti on and you get exactlY t he 
t ialng .and salsa prom 
1ame amount. 

ur. Uoore: !hat's right . 
It waa on a percentage 
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basi s , Ia did not know whether we were going to 
lllllke any money, 

Kr. llors.enthau: But you rendered service and he did 
not . 

Kr. Koors: I have told you axaotl,y what I have done. 

l.fr. l.lors.enthau: And there are four fellows and each 
gets one-fourth of what is divided up. 

Kr , ~ore: le did not know whether we were going to 
do any business or, in g eneral , know whether we would 
make money or lose money . It was merely a matter of 
movi~ the product t hat wou.ld sell. 

Kr. l.lorgenthau: But from the time he got you fellows 
interested, business began to hUD for this American 
Distillery Company . 

l.lr. Uoore: 
humming. 
the couroe 

I don ' t know whether you would call it 
The State of Ohio sold a lot of liquor in 
of a year. 

~· l.lorgenthau: But you, as Collector of Internal 
evenue, h&ve the en.forcement of liquor laws under you. 

J,lr, l.loore: No, s i r; they are under the Alcohol Tu 
Unit. 

Ur. Uorgenthau: But you had strip stamps. 

Kr. YoorQ: le sold strip stamps. 

Kr. y 0 rfenthau: And the American liquor concern had to 
buy atr p s tampa. 

~· ~ore: Not that I know of. 
a t factory 1n Illinois. 

I f they did, it waa 

Kr Jlorsenthau· But you were in charge of seeing 
wh~tber they bAd counterfeit st&J:~Ps 1n the stores . 

Kr. Jloore: 
concerned. 

As far as the etores in mf dis t rict were 
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Kr • Koreenth&u: That was directly charged to you' 

Jlr, ~ooro: Yea, sir. 

Jlr , Korsenthau: And it you eaw t his particular br~~d 
tor which you were sal t -· • 
asent, had countert it ee asen ' for which you were an 

e stacpa, it might be embarrassing? 

Jlr . Moore: No, sir; I did not make the inspection. 

Kr. Kors.enthau: But yo ha · sibiiity. u were c rged with that respon-

Kr. Uoore: Yes, sir. 

!\• Korsenth&u: Dld the Alcohol Tax Uni t stop at retail 
quor stores? 

Ur. Uoore: To see that strip stamps were on bottles? 

Ur. Jlorsenthau: Yes. 

Kr. Kooro: As far as strip stamps were concernsd. 

Kr. Oliphant: And the occupational tax? 

Jlr. Kooro: Yes, slr. 

Kr. Korsenth!u: To me it is unbelievable that a COl­
lector ot Internal Revenue would be a participant in 
an agency *hich sold to retail stores and the State. 
It seems impossible. 

Ur. Koore: As far as any influence was concerned, I 
can aasure you it had nothing to do with it. 

Kr. Korgonthau: Of courae , the facts don't bear that 
out. !he tacts are that thia concern could not make 
a:rq ealee until theY got you tellowa as their aaents. 

llr. Koore : !he salee in Ohio did not start unt11 
Januar7 or Pebruar:Y or 1934 and the first I heard 
ot th1e thing wae 1n Karch or Apr11. They had on~ 
been 1n busineae a tow months . 
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llr'6 t.lors,enthau: Here you bar 
s i i lity of the collectionar~~ ~ t~~twith the respon-
on r etail liquor ie paid ~d youeear~e the Federal tax 
occupational tax. • charged with the 

lolr , Moore: I saw that that was done. 

Jlr. J.l.or~enthau: Your connection did not influence you 
1n the isOharge or your business? 

Mr. Koore : No. 

!.lr
1 

llor~enthau: Did you know that under the law it did 
not nee to 1ntluence you tor your conduct to be illegal? 

Ur, Uoore: Nothing would intluence me. 

Jlr, t.loftentha~: Under the 
yourse in t e position. 
that situation. 

law it 18 unlawful i t you put 
You can't expose youreelt to 

Jlr, Uoors: I became aware or the statute passed in 1873 
on that subject and I knew that atter this came out. what 
Jlr , Uorsenth!u: You did not ask anybody whetheifyou were 
dOing was all right or not? 

Jlr~ore: uy consci ence was clear on the matter because 
I d not anything to do that waa not perrectlY legitimate 
the sales promotion idea. I was not trying to use ~ 
ottice or rtr1 1ntluence or anything else and did not, and 
cUd not apeak to anybody about buying the products ot this 
company. · 

ur I Uorp.enthau: 
l i quor, theY got 
rerent branches, 

But still when they wanted to go and sell 
three Government tallows rrom three dit­
to make this t hing go, 

Hr· Uoore: 'l'ha.t may be eo. 
rtrl part. 

But I am tell1.ng you about 

Jlr , Mor gen thau: 'l'heY 
o~ Labor Department. 

don ' t pi ck people rrom Agriculture 
'l'hey pick them all 1n the Treasury 

Department. 

I don 't think the people ever heard ot me 
Jlr. Uoore : 
until this thinS was under way. 
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!4r. J.lor~nthau: The State Liquor Board knows about 
you i n 0 io . 

Ur. J.loore: I have been 1n Ohio all ~ llte. 

fn· llorsenthau: But they know you are the Collector or 
nternal Revenue and they know what your duties are. 

Ur. Moore: That ' s perfectly true. 

Ur. Uorsenthau: !4r. Helver1ng, I wish you would kind 
of take this over this afternoon in your ottioe with 
your people and let !4r. Oliphant send somebody over to 
your ottice t o assist you and t hen come to see me to­
morrow about eleven o'clock. I have got the thing 
pretty well in my mind and I would like you to eat1ety 
yourself and then I would like ~. Uoore to stay another 
da,y or two until we get this thing straightened out. 
I want to be tair and give plenty ot time , but when 
there are three Treasury people 1n W.chigan and Ohio 
who go into the liquor business , they may not have done 
anything but they cert ainly le~ themselves be used, eo 
come back tomorrow at eleven o'clock. Thank you. 

ooo- ooo 
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eo:rpenUoa Mr. ll'Oft ne pel& t&,IIOO tor • NlMM ot llte latenn 
la u.. _,_, to "'"' .. ' tile "'-'••• 1>1etUllac eo.,..,. u 
MlUi ..... oertlthUloe ot aoot uue Ill' • ...._,, apl.uatt. 
1• U..t t111"111c liaS ... prior to U.e orpatutloa of u.ta eo..,.nuoa 
ha ... , w _l .. nllle ..,_.. la _. .. .,.,l'lac to ..uusu *11 ' 
a.-,. *iell aM .. IlkUt apnMI totallq approXU.UlJ' t4,1100 
u4 tllet tile pa,...\ to IL1II •t \ be t t. of t.M ortDUlaUoa ot \be 
oorpan\loa •• I a MUl-t or \1111 ·~euoa ftloll be be& laevnt 
U.. 4etaU Of 11111111 lie 11 to f'o.mi11l ... ' 

a.so Sal•• 87!41••••· Olevo)!a4, Oblo 

Jfr • ._ explallle4 that ••• to tile evo••• or r- ,,...._ 
llle., 1a 111ell1 ... , aa& n . eppereat 4ltrt .. u 7 .talu u.. .._ tt•bs­
lllltor tor U.. .-.n- D11Ull1JI& C'*JIU7 la Oklo •• llortac la Mlllac 
• ntttoln\ qaa\1\J' or ltqaor to tile a uto L1q110r Jloaft, •• ,n.rur 
to lMk ot .-ttac Mltl \IL~IIIIl tale NUU \rale, the\ U.. Xlolllpa 
CNWJ1 11M Wft laMNIMf la f&8DIII 1 Na41, be, , W!'l Otfl~ U.. 
o,par\al\J' • \ aD Oftr the sate of Oblo .. Mlllac ._.,._ t or U.e 
.taer1- l)taUlllac 0oapUJ. lie eqlelu4 tllet lie taaoa •-1Mte4 
w1til Saeret &em" Acet l!erper a4 laqulN4 wlletllu or not Mr. Be..,.r 
0.. ot .-1\8'1111 per-a lll Ob1o wllo wolllC be e'ble to IIIOIIHtllllJ' 
llaMle a ~. ,,_,.. Be drt•ed tlllt t~~atener, Ill'. lluper latoN~& 
11.111 U.t lie ~~. .. tel• .Aalhkat ~ll11tor of O••'- Poll.oiiC of \1111 
propllll, •• la t.. a..a e4rt ... Oolleotor or Iatenal a.Y•• Ilion 
... net a -tlaa ... U.• 11114 la U.. otttoe or &lint a.m. Ac-t 
a...,.r at Clnelu4, Oklo, e'bowt .t.prU l iM, to 4laft.le U.. re-uoa 
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or .. .....,. 1a Oklo. •• ea14 tllat u a nelllt of W• _,.HaM 
Mr. n-.tt, a •"--:r of Cl.,.ela4, <*lo, •• lahrwaW 1a U.. 't'ft\11!'1, 

•• taae .,.., .... -to~ April u, leM. oaar ta.. ume or U.. 
•:rMteete •ar• t a- reoel"' 1/S er tile 1~ lilian or tall pretue 
el1oMte4 to tale Mlelllpa IJ'01IP wbieb towl .. t:s,OM.$f tor tile ~u 
liM, .atlll -•• h reponed oil 1111 tao- \ex retua. 

l ¥ I J!IIP Okle, X.o . 

ftll M~Uoa _. o,.ai ... Dee.-..r 18, liM, to liUIIII till 

01as. W.• s ,.&lM\1 _. 100 ....._ or •teell n• ...-.rs. .. *1'!' -
tla \rlM .. 1a .......... ft til tile llo14fsp of till l:rMl•W ~ 1ft, 
' *-• ....--u .. lb-. a-'• panloa, belac 1 ..... 1a till - ot 
1111 wlto .............. Din. ... et tao ..... tto .......... .. 
W• e1eelt 111"-.. 1__. u et AprU l e\, a,. llet, u4 Jw. II, 

1-. 

Regraded Unclassified 



174 

81-10110 -

lb-. lll'on aW.wa tlult u luul ao \ tlle4 boa. ta>r rehao tor 
UJ ,...... prier ~ 1934 tor tlul reuoa t.laat .be o ... rloolte4 t111 .. • 
retua m11U.UJ n• ...,.r neelae4 tbo pobt ·~- be telt a • 
poo1Uoa w rue 4all~~q-t retwD• u4 antl.o 111• liebW\f, •­
MC~•••l1 ~1• 4.ol1Aq-•J' 0011\1811114 to 40\o. lDqv.il')' u - 'M1AC 
.... u \a ~· taoo- for ,.. n prior to 1934. Bl'Dit-.. ••-•• 
ue - 'Mlaa olltalM4 liT Ill'. JSron e11ow1.aa ~ • aau .. t ttea Sa ~· 
.net *iela will lie ...ntt... n .. tu 1\ appMn tile\ ror \llo 
,.... 1 .. Mr • ..._ •• til- oaaah~ of lila M l.al')' or tz,eoo u 
a ... ret s.n1• .....- • .-eo Mlel')' pa14 117 ,_ Br.Ma, Iaa. , 
Detl'oU, -~.- tv \llo auo•t of Ilia wite u4 t6,100 ta 
,.,..., tel'~· ~---• ta olltata1AC \llo aoatno\ tor Uol •n- ])iatttU .. c ; 17 1.a aliell.1pa , 11111u lnaet8nt u n ­
ploiU -ela\e4 prtarll)' or u\oi'W1A1AC npeua• •4 ne nnl.t 
of ~· u.•t.aa 1.a t11o a.zttat wJUa~ 1a ,., to 'M 4atamt..a. 

111!!!lt.!!!!! 
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c....,•, proaao&a ill Ob1o ..tll1ohi«an. 0111 • .,_ u.- .a, ill a...,. 
that wov.l4 not ill~ere 111. th the CODihlot of \hlo office, I 414 ai!Ylee 
wl\h hill Oil wah e4ft:rUa1nc tll4 aalee pro;ooUOD ... ttora. J'or t hle 
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11 \c!hiGII" C2f1SIIIQ'• J'o:r th1e }IIUPOH U waa -.plaiM4 that a~' 
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- c&~ \ be opportQIIlV to Allacr1bo to:r - of thla atoclc. I no 
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1t l lla4 _, o)IJoo\lml to ber ee!rSnt; ncb a pll'CIIuo, I tole! her I 
haA 110 IIOI'ioua o)IJaoUOila m4 abe a4riee4 • later that abe had ~ 
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-.tton b&ft 1IMD t~~rlawln•• for a cnat ~ :reara. :amre I took thle 
office Ulat - • pr'M'plo wuw of s- aD4 After I 1 ..... thh ottlce 
I apoot that 1\ eU1 .. 11F Jillrl'"' Ph an1oo of ~. 

llr. AbboU hu liDoc • per ur=U:r fo:r a cnat ..., :reara. h 

b&ft .._ •-laW Sa ou-r n '"- •U-~ 1.-s prior to • 
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1M ~\o 1.1.-r- O.tzel Jlocrcl l'Mtliw tlto taDOl'tllltn r14:jlt 

to Mll li.taor at wholnalo \o tbow J11wUc pe.rtlite tA Ohto \o ntall 

1S4wll' '117 ~· bUk. A 8JII'a1 wltol walo .,rSco u &ina t o n.h wltol~ 

aalo,... '*un. !till 1\o\o l.1.trMr .. mliMnt._ .n,.. z u 

lltvr 11114 ~ lt. u.lo. J\ 1llq'll litwr tr. Ue\Ulon. neunon. 

oto •• u ~ 41atWon. noUtl~ .r U• nprotu\oUno -\w \1M 

«-·· tor lta wn- 'bJ '•. ate ptl)ilo « • u -tot.. •t _, 

tbo •to J.14.oaor Oaratzel lloar«. bat t~ \be bi41Y1a.l otton• at ..-
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'boar~~~. Une\ ..U aliA o\bor .tft ltolpe an ~\ to •tlala\o )IU11o 
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\bo wtct-1 •• * • ~ \1M ... ,. retail .tor.. 
(2) w- .,.. ~ to aa11 -qpoa ltolclert of ntall ~*'­
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~hue \7 lltlcll ~U bol&on of nch ltnaaa hole u. lta\o J.tcr­
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tho rot&U per:d\ tr.ft. lleDn of llpr ata\ota .... , _, a\oab at 
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la lta\o n\&11 11114 lbelwalo o\oroe an ...0. up liT pllllllo parcbue. 
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'" ~ u. -·- .uJwt •U• ot .., .. ,.. "'" -bl .-
_. a11 ..,. otMr -·- ..t• w; .. •m ..._. .,._, ......_. ..uac 
.~ ••• .,., ........... ~ ot \hll 1tW tiiM 11ft ..u .... .. 
eat• ........ ,ialac IIQIIr\8 _, ... ~ -1401M ... -· 

0

-

Sa ... \o ~-~ t~~en.s.w Sa0111o • 
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IJ "••• ... t - to lla' 1114 llllat- wu 4u • wu \w •• - te 
lim. -..z.. u lla' 111 tu rotva wUl ellft, 
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lu1I Uth 

B. K. Jr . called the President this raorning . His con­
versation is as tollowa a 

We got another aillion ounces or silver at the same 
price . I think it i s very interesting. Did you see the state­
ment which our friend from Nevada gave out to the Wall Street 
Journal supporti ng us exclusively? 

The President said be bad. 

Here is an idea which probabl:T is a wild one. It 
the United States 'l'reasuq, England and Prance got tocether 
we could stop a war in Btlll.opia. They could not get a loan. 
They are tl'Tin& awtully hard to get one. I think it 1s an 
excellent chance to do it behind the scenes. I could say to 
the French, •look here, it you give a loan to Italy do not 
coae around to see us the next tiM you get in trouble w1 th 
t he Franc. • 

~ ot the American people want peace and it you 
could get the credit tor doing it I think it would be wonder­
tul. I would not want to do 1 t through diploiDS. tic channels 
but I would like to do 1 t through 1113 buccaneer methods. I 
should like to have you think about 1t. The present management 
ot the Bank or France 1s 1n a very strong position. 
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July 2jth 

The Mexican Ambassador came in to see B.M.Jr. at 
the suggestion of t he State Department in regard to the Unit ed 
States silver pol1CT• 

Mexican 
Ambassador z 

H.M.Jrz 

K.AI 

H. M.Jr: 

M.AI 

H. M.Jrz 

K. A: 

B.M.Jr: 

B. JI. Jr z 

H.Jf.Jrz 

I was in the State Depart•ent yesterday and 
they suggested that I deal with you .• 

As to the general principle, we are' sympathetic. 
As to the best methods to go ahead, we a.re not 
so sure. What I would l i ke to have you think 
about is this. Attar all in order or importance 
of countries producing sliver Mexico comes first, 
United States second, Canada third and Peru f ourth, 
so it 1•t• down to the three countries that are 
110st interested and, before we go very tar, I thinll: 
we ought to talk to Canada. I do not know whether 
~ would like to talk to Canada or would prefer 
to hal'e me do so. 

What is your preference? 

We would rather hal'e Mexico do it. 

Would you strongly support us? 

Yea, but I would like you to say that you have 
no objection to our talking to Canada unofficiall y. 
I want you to approach Canada officially . Then I 
will talk to lfr . Berridge informally attar you 
hal'a sent them a formal notice . 

I will talk to Mexico and tell them that you are 
sympathetic with the principle. Then we will 
•:r~oach canada officially and attar that you will 
t to Berridge unofficially. 

That is correct . 

Hera our gold and silver reserve is in the Treasury 
and not 1n the Central Bank so you will be dealing 
with the Treasury. Where is it 1n Mexico? 

In the Bank of Mexico . 

I will do nothing until I hear from you further. 
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The Mexican Ambassador, at the suggestion or 
the St ate Department, to-day called on Secr etary Wor ­
gentbau to discuss with him the advisability of a con­
t erence or American centr al banks with respect to silver 
policy. 

The Secretary assured the Ambassador t hat be 
was s:rmpat hetic with the general principle , but in view 
of the tact that Canada r anked third in the s ilver produc­
ing countries or North a.nd South America, he thought Canada 
should also be consulted . 

Be inquired of the Ambassador 1f he would like 
t o talk to Canada or prater tha t the Secretary do so. The 
Ambassador replied by asking the Secr et ary' s preference, 
wher eupon the Secretary said he would prefer t hat Mexico 
t a.ke the initiative and that the United States would strongly 
support Kexico. 

The Aabassador a.greed to inform his Government 
t hat the United States was sympathetic with t he printiple, 
aft er which he would approach Canada officially and the 
Secretary would talk to Minister Herridge unofficially. 

Tbe Secretary call~d attention to the tact t hat 
the gold and silver r eserves of the United St ates are in 
the Treaeury and not in a central bank, as in Mexico, and 
told the Amba•sador he would, theref ore, be dealing directly 
with the Tr easury. The meeting was ended with the Secre­
tary' s remark that he would do nothing until he heard further 
from the Ambassador. 
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1'hoaa W. Pb.elpa 
Wall Street Journal 

Pbelpa: Yea. 

B. M. Jr: BaYe you got any love t or him? 

P: Bo. (Laughter) 

B. M. Jr: Well, neither have I. 

P: (Laughter) 

B. M. Jr: Bow, listen. Parker Willie - I know this i s a taot -
reeo11111ended that this fellow llei'deok• • who' a ~der arrest 
here, you know who I mean -

P: Yea. 

H. M.Jr: From Paris. 

P: Yea . 

H. M.Jr: Should be tinan - he r eoolllllended b1m in writill8 that he 
ahould be financial adviser to the American Ambaaaador 1n 
Paria. Be did it within the laat month - I!'ello - Bello -

P: Yea. 

B.M.Jr: Now, I thought it you oould have your New York ottioe inter­
view Parker Willie as to what he thinks about lfeideolcer, 
see? 

P: 

B. K.Jr: 

P: 

B. K.Jr: 

P: 

P: 

B.II.Jr: 

P: 

B.II.Jr: 

Good idea. 

What! 

Good idea. 

You aeet 

Right. 

But, ~ taota are oorreot and you will have to , use your own 
judgmltnt up there to proteot me. But , Parker Willie 1a -
he doea the united States Government - I don't - I mean, in 
a real aenae, 110re harm abroad than any-financially, than any 
other peraCIIl that I mow ot, you la\ow -

Yea. 

B1a diapatcbea are moat un-Amarican and they're oonatantly 
undend.ned, actually did the aame thill8 to Mr • Jloovar , ao 
it ian•t a part1aan matter. 

I mow. 

So, 1t you'd - I 'm eo tickled to have a0111ethill8 on the old 

Regraded Unclassified 



c 
PI 

H. M. Jrl 

P: 

H.M. Jr: 

P: 

B. l!.Jr: 

PI 

H.M. Jrz 

P: 

- 2 -

bOJ that I thought I'd allp 1 t to ,.ou aDd you could tell 
the Wew York ott1ce. 

I'd love to write it trom here . (Laush1ng) I w1eh I could 
get to bS.JD. 

Well, I can't aay 1t, you eee, because I know 1t through 
cont1dent1al cbamlele that he d1d reco~~mend h11!1,1QU eeet 

I wonder - I don• t need to check that, I mean, that - that -

Tbat•e a tact. 

- that'a a tact. 

Tbat•e a tact. 

He recommended b1m. 

He recommended Ne1decker ae t1nano1al adv1eer to the 
American ~aaaador 1n Parle. 

llbat would be the •~canoe ot that. It would mean that 
the American Ambaeeador' a d1apatobee to h1a Govel'!lllent here 
would be colored by wbat l!e1decker told h1lll, that -

H. M.Jr: Well, 1n other words, Parker W1l lla 11 rec011111811d1ng a cr ook. 

P1 Sure. 

H.M. Jrz Now• what ' • Parker W1111•' book-up with Ne1deckerf 

P: 1'bat • a the queat1on U.Cd1ately. 

B. M.Jr: Seet 

P: I certainly aball be glad to work on that one. 

B.M.Jr: O. k . 

P: lfuob obliged. 
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131 
Jp1y 25th 

B.II.Jr. called Mr. Mcintyre and told h1a th3t he ha4 
just been intoraed b)" our Mr. Irq that Bue:y Lema had an hours 
conYersation with Senator Borah and, as a result or that, Senator 
Borah called hi.s nephew, Judge Borah, and asked hia to tr:y to 

work it so that our ea .. will not come up until attar the pri­
lll&l'ie• 1n J anuar:y. 

B.M.Jr. telt that it Will important that the President 
call the Attorne:y General and that we haTe a 1118et1ng at onoe . 
Mcintyre put the President on the phone and the President asked 
B.M. Jr. to come oTer at 2 ~'clock. 

H.II. Jr. also called the Attorney General and told hia 
t he stor:y and said that he would recaiTe a call troa the Praa1-
dent sbortl:y. 
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The following susseeted arrangement is br ousht t o your at­
tention ae not requiring any international negotiations or d1 
lomatic negotiations at the request ot Chiang Ka1 Shek: p-

' The UD1ted Stat ee make all eilver purchases troa Ch1na 
who would purchase s1lver trom other countries and resell t o' the 
United States .• 

Chiang believes that t h i s would be beet tor bot h t he united 
States and tor China tor the f ol lowing reasons: 

Firat, eilver in China would have a eet pr ice ; 

Second , China would willingly eell silver, taki ng gold 1n 
exchange, thus allowing China to set up a gold exchange standard 
with the United Sta t es dollar as the baee; 

Thlrd, the above would permtt. China to eet up a stabilized 
exchange r ate with the united States dollar; 

Fourth, there would be no market t or silver 1n China and no 
tendency to smuggle silver out ot the country. 

Buck recently returned trom an interview with Chiang Kai 
Shek and 1n addition to t he above obtai ned the following views: 

Some torm ot gold exchange standard beet tor China 1n order 
that the,y lil1ght pay 1n gold t or goode purchased in tore1gn 
countires throll8h a deposit i .n the country in which the goode 
were purchased; 

Our silver purchasing policy ie harmtul to China ae silver 
smuggling ie not only general but hard to control and our ~olicy 
enables the Japanese to withdraw silver t r om China when the price 
is n i gh i n toreign oountriee and toroe the silver baok into China 
when the price is low, thus allowing the Japanese to keep the 
Chinese market di sorganized tor the purpose ot keeping China weak 
and bankrupt; 

Japan desires that China t ie her currency to the Yen but 
negotiations have not yet been initiated; 

Regarding paper currency, Chiang Kai Shek believee that there 
should be a hundred percent coverage ot bank notes with eilver and 
thi s backing baa been realized by the Farmers Bank, ot which Chi-
ang owne a controlling interest . • 
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CRAM' no. 1 

CRAM' 110. 0 

A ollArt ahOirlns aon~ 61Ton t.o proJeot.e t.bat. 
wlll not. be ooaploted ttr J~me l»M and h. ow lliUOh 1t. 
wlU t.Ake t.o oQC~plet.e t.hem b.1 mont.he and yean . 

CHART JfO. 3 

A ...wr chart t.hlt. rill ehow DOOI,)'I t.o be 
81)eDt. 'qr 11011t.h.1 out. or t.he tour-b1ll1oo-e16ht. aDd 
all ot.bel' l en41n6 asenolee and t.be reeult.ln8 lq)l.o.J• 
..st. p.- .at.h. 
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Jply !Qth 

Jesse Jones, through the Import-Export Bank, wanted 
to ghe six months ' credit so that Ital;r could bu;r 350 thousand 
bales o! cotton and I believe the Italians would guarantee the 
credit. 

The President suggested that we pay !or it in silver 
at 68~ an ounce. I told him I was absolutely opposed to it 
because unquestionably the Italians would use i t !or war pur­
poses. Certainly the rest o! Europe would interpret it that 
we were helping Italy against Ethiopia. 

It seeu to 11e that the President is missing a big 
bet i! he does not turn this down and give his reasons !or it. 
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July 31, 1935 

Governor Winship, of Puerto Rico, accompanied 
by his counsel, Col . Rigby, called on the Secretary 
today. He stated that Puert o Rico for 17 years has 
been receiving the benefit of income taxes on sugar 
raised t here and sent to the United States, contracts 
for the sale of the sugar being made in the Islands . 
Owing to disputes with the Island authorities through 
the operation of the alien land owners ' laws, the sugar 
corporations threaten t o make their sales contracts 
in the United States, thereby depriving the Islands 
of a substantial part of its revenue. He called at­
tention to legislation pending in Congress which would 
perllli t the amount, even though the sale were made in 
the United States,· to be credit ed to the revenue of 
Puerto Rico and told the Secretary that lawyers in 
Mr . Oliphant ' s office were studying it and that it 
was merely a matter of policy. 

Secr etary Kor genthau promised a decision within 
twenty-four hours . Governor Winship stat ed t hat he 
was r eturning to Puer to Rico, planning to sail tonight, 
and asked that Col. Rigby be informed of the decision, 
which Secretary Morgenthau said he would do. 

1?6 
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