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Benccl tac t~ Belciua- ;/21/)6..... .. .......... . .... . . lll 14-lS 

Bal&iaD illbuMdor oontara With Blllr at request ot 

PriM llildort.r , .. Z.alaDd - 5/ 27/36. • • • • • • • • • • • • • • • • • .. 1.40 

1Mrioaa 8acl oro .. 
Letter a t.o Boward J. Sl..aoota - SaoretarT, Board ot True tau 

5/29/)6..... .............. ........ ...................... 185,186 
1) Letter rat11r11ed b7 Howard J . Siaona 011 5/'1.9/36 

'J.) Letter Rbatituted 

.Aiaooiated Gaa and !J.aotrio COIIJ)IIDT 

IDU'r, Ollpbant , and Wid- oontar with repreaantati•ae 

ooccarniD& lapalatioa b&YiJic to do With baatrupt.o:r 

ca .. a- 5/27/)6................. ................... .... 128-139 

- B-

Balci• 
S.ua&liQ& ot aloobol- S/21/ 36 •••• •••••••••• •••••••••••••• 
illbauador cooter& with IIIJr at raquaat ot Priae lliDiater 

V&D Z..laod - 5/27/36 •••••••• • • •••• • •••••••••••••••••• •• 

Bocua 
Lli>iD (Bureau ot Labor Statiatica) tells HIIJr p&,._..t e1ll 

ban •dat1D1ta atraot upon absorption ot the un•p1o,.ed 

tD certain iDduatrlea• - 5/ 23/)6 •••••• •••••••••••••••••• 

Blld&at 
Tinkar unoUDOaa •Co.ait tea also appro•ed a plan to permit 

Icltaa to -.Ita grastt u wall u ~ troa "'50 .UUoc 

rno1YiJic tund be IIA1Dtaina with the Recooatruotion !'i.Danca 

Corporauoc• J HIIJr tall a P'DR it will UIID•hnca budget -

1DR &DCr7- '/27/36 •••••• ••• •• • •••• •• •• •• •• •••••• •• •••••• •• 

-c -

1.4-15 

1.40 

68111 

150,152 

~~Z:C~~t~g.'Te•&f*»m•!.lr'i.Wllll, page 190 

Federal Baaarn Bank ot Bee York - 5/'1.5/36........... .. . . .. 82-93 

Cban' • latter& ot l&a7 22114, out.llnlDC t'lartber aauuraa ot 

aoGatarT rators in accordance with KUng's inetructiOGa • •••• 109-lll '· 
ll8-1'J.'J. 

a) Wb1te'e drafted an ... r.. ... .. .... ... ... ..... ........... lls-116 
b) Opper•• drafted ane .. r.... . ..... ........... .... ...... .. 117 

hraftll talacraa troa 1. p . Cba and P. •· l'uo - 5/ 30/36. •• • • 187 

Couatana1llac Dutiaa 
IDU'r ra!'rai!Ma n:a•a a1nd oc detallaJ tall• P'DR State Dapart.allt 

eaatt t.o do llOth1Dc baoauaa or atraot oc ao 118J17 South Allerican 

ooaetriee- S/22/36···•·•• •• ••• •••••• ••••••••• •••• •• ••••••••• • 23 

-.oraad~a t'roa Pill to HIIJr, aell:iDc b.1a to oont'er with SaoretarT 

ot State and 1tto~ General 1D an attaapt to carr'1 out lee 

1 r!ie~ - s/~)6... ............... . ..... . ................ 59-61 

'1Dar lattar1 oaaa tor applicatioo too .-It to Jutit)' iapoaine-

' /24/36............ ........ ... ............ .... ... ........ .. ... 10-81 

a) llllr D.Ot.itl•• Saoratar;r ot State - 5/'rf/36 ••••••••••••••• 10'1 

llull tell• IDU'r cOAtaraaae not D&Oaaaar:r - that •it'• liP to 

lllr to oarr,r a.\~ law•- S/27/36••• •• ••••••• •••••• •••••••• 151 

OUJ!IW!t. _...... ,. lapl aapaott ot finer OJ"'""• -
, ,28,1)6 ••••••••••••••••••• •••• •••••••• • ••••••••••••••••••• •••• 1" 
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Boolt P~<te 

C01111t.ern.lling Duties (Continuod) 

Conference in Hull ' • office: Hull, HYJr, Cvewtnas, 

Ol.iphant , Taylor, Johnson, Bell , Lochhead - 5/'-9/36..... XXV 161-166 

a) Consicared beet to consult FDR again; IIIIJr agrees 

to do it 
b) Cn•tnge states onl7 D)'IIMJr can avoid heue 1a 

b7 silapl;y icnorina the lew 

c) Hull aa,ys it takes ho or three years to "o1·k out 

solution 
III.I.Tr consults FOR, who supports poeition of Treasury 

ca.pletely- 5/29/)6............ .. .... . . ................ 188 
List of complaints in ras~t to bounty-fed goode fr<llll 

Germany 12/27/33 to 6/5/Js. . ... . . . . . . . . . ... .. .......... 167 

Li&t of commodities ilaported froa CerNey in connectioo with 

wbicb c011plaint& of dWDping bave been filed aince 1/.Jl /Jl, 

together witb DIUiel and eddres~es of coepla! nants -

prepared by Oivieion of Appenl s and Protests ...... . .... . 168-180 

Crowle;y, Leo T. 
Ditfarenca of opinion in office of Cenoral Couneal; therefore 

conference between I!I.IJr, llcReynolds , and Oliphnnt, with 

Opper, Harlan, and Brown, of CeJ>ereJ. Counsel ' s office, present-

5/21/36 ..................... . . . .... . ... 0....... ... ......... 16-17 

a) Opper points out statute of lieitations aa a Federal 

offense baa run out, but ~ ae a State offenM 

b) JDIJr ne planning to ask for reeignation but postpones 

tbat and turns caea over to J uotice Departaent for 

decision 
IIIIJr coofers with TOR; tell a results to Oliphant and llcRaynolde-

5/22/)6. 0. 0 0 • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 22 

a) FOR thinks it. unfa~ to Attorney General to turn over 

case to hiloJ thinks report should be ahown Crowle)' 

instead! lll6Jr wnnte MCReynolds and Oliphant present when 

be sees Crowley 

_., _ 

Financi.og, OoYel1Uient 
Questions as of 5/21/36 concerning possible offerings of 

Governaent securities to be dated 6/15/.)6. . .. . .. . . .... ... . . . . . 9-13 

Basic data concerning possible ofterin&e of Governaant 

securities to be dated 6/15/)6.... . . .... . .. . . . ...... .... ...... 94-9S 

Federal Reserve ofticiele diacuee finAncing witb lll6Jr - 5/'n/36 W-1.49 

lll6Jr suea up1 give bolder& of 118turing ieeues an option 

or a 5-yeu 1-3/~ note or a * bond .. t uring e011811bare 

ar01111<1 1950-1955 witb $1 billion new eone7 on ..... bood 

and nota d1 vided 50-50 or il:)..40 

Bell c eeorandu on conference between IIIIJr, Bell, and 

Sheldon R. Green, second Vice President ot Che1• Rational Bank-

5/28/36··· ··• • • • • •••••• •• • • •••• ••••• ••••• •••• ••••••• • ••• • • • •••• 158-160 

Franca 
See StabWution 
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GerM~~)' 
See Co~mterYidlln& Dutiea 
IDIJr showa FDR paraphrase of telegram fr011 Aolericen 

r.bassy , Berll.n, to Secretary of State, atatin& 

•that it 1a the 11utu&l deftire of GeMIIUI Covel'l\llent 

and Covernaent or United States to clarify relatione 

was indicated iD recent discussions undert&.lcen upon 

the initiative or Goering• - S/28/36 ••••••• • • • • •• • •• ••• XXV 

Green , Sheldon R. (Second Vice President , Cbaae National Bank) 

See Financing, Government •••. • ••••••.•• •••• •••• • • • • • • •• ~ •• • 

Guffey Coal Act 
Olipbant •eaorendUIIl to Helvering and Peoples , based on 

word f roa J ustice Depart•ent, to cease collecting taxea -

5/23/36 ... . • ... . . . . . . . .. . . . . . .... ... . . . . . . . ... . .......... 

- I-

Ickes, Harold ( Secretary of the Interior ) 

Se.e Bud.get • •••••••••• • •••• • • • • • • • • • • •• • • • • ••• • ••••••••••••• 

- L -

Louisiana 
II!Ur confers with Jackson aa to who iB to try tax caaea -

5/22/36 ........... . •.. . . . . . .. . .................. . ........ 

a} lrey -..orandu. attached ••••.....•••• •• • • •• •••••..•• 

b) Jackson memor andum to Oliphant BU&&esting conference 

•else eituation will get all moesed up between 

Dep&rtmenta• - 5/23/)6 ..•••.. •• .• •• • .••••.• . .•• • •• • 

c) Attorney General tells I!I.IJr •nothing to be disturbed 

abo·ut• • ••• ••• ••• • •••••••• ••• • ••• ••••.••••. • • • • • • • • • 

Irey tslka to HKJr about conference (HMJr , Jackson, Oliphant, 

Irey} S/23/36 ••••••..• • •••• •• •••• •••• • .••• •• .••.•.•.•.• . 

Jackson-HMJr conversation S/2)/)6 ••.•••••••• • • •••••••• •• • • • 

Oliphant-Jackson conversation 5/28/36 •• •••• • ••• ••••• • •• • ••• 

HMJr t ells ¥00 Attorney General bas aent letter to Viasco 

i n !lew Orleans, telling bill to use hi s own j udgaeot in 

S.,.our Weiaa cases ; Fiasco appeared before Judge Borah 

and bad cases diaahaed - l'leiaa not an n ~ taxes plus 

penalty; l'DR shocked; IDIJr advises hill to consult Jackson-

5/29/)6 •• •. ..•.....• • •• •• •••• • ••• •• • ••• ••• • •••••• •••• • •••• 

Lubin, I sadore (Cbiet , Bureau or Labor Statiatica) 

See Bcmua 

-I-

lletbar~ 
Concernin& amUg&ll DC ot alcobol - eee Belc1a. • ••• ••• •••• ••• • 

189-192 

158-l6o 

66 

150,152 

67 

68 

68 C-I 
68 J-P 

157 ,_, 

188 
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Book Paaa 

Re•enue Act , 1936 
H~rriaon plan (n i t went to White House , May 21, 1936) .. m 1-8 

FiDance COID!ttee ' a plan (used at White Houae coaferllllce, 

May 22, 19)6).... . .. . .. .......... ... .. ........ .. .. .. .. . 2S-)O 
HWJr confers with PDR on confidential latter to Harrison; 

report a to WcReynolda, Hel•oring, Opbllll, Taylor, Haas , 

Seltzer, Gaston, and Oliphant - 5/22/36........ . . . . . . . .. 31-34 

a) HIIJr 1 a pencilled note a on aanile envelope attached 

(page 41) 
b) Photostat COPJ of FinMce COOL"IIittee's tax plan as 

at nooo 5/22/36, wi th FDR ' a notations - basil for 

a.na•er •• ..•• •• • • • • • • • • ••• •• • ••.•..•••• . .••• • . • • •• •• 

o) Conference at noon, Way 23, in HWJr•s office •• •••• • 

j) Draft of letter aa sent to Hyde Park ••• ••• ••• •• •••• 

IIKJ'r phones f'rOCl tara 5/25/36 .... . . .................... . . . 

a ) FOR ' s instructi ons for Helver1ng, Oliphant, Rasa 

b) l!IIJr to !!ee Harrison s011e'llhere elona 

Harrison ill; l!IIJr centers with FDR; FDR phones Robinson; 

Robinson to send for Berkley, George , and IIKJ'r - 5/26/36 

a) Prel 1•1nary estiaate aa !!IIJ'r sb01red it to FDR •••••• 

Oliphant memorandum concerning Senate Finance Co..Uttee ' a 

&IHnUbncnt exempt ing fr~ estate tax proceeds of any 

insurence policies, not in exc:eu of $1 lli.lllon, udfi! 

payable to United Stetea 611d earurked tor payment of 

estate taxes- S/27/36 •.....••..••..••.•...••....•.•.••. 

Oliphant ' s •11110randua concerning .teleac11nu phases of Tihita 

House conference and concernillg inclueion of Vinson in 

Conference Committee •hen tax bill is rewritten - 5/29/36 

FDR deacribes conference with Deaocratic •eabers of F!Dance 

Comgittee ns •I tol d tbe• a thing or two , didn ' t I?• to 

HYJr1 RYJr not t.presaed- 5/27/36 •• • ••••••••••••••••.• •• 

Prelt.inary eatiute of Senate Finance Co.:ittee proposal 

No. A-12 - 5/29/36. · · · · · • • • • • • • • • • • • • • • • · · · • · • • · • · · · · • · • • 
LaFollette-BlDck letter to liiiJr, concerning "tborOUih and 

complete study or injusti ce• of present tax syatea •••••• 

wbicb prevent equitable distribution of tax burden• 5/22/36 

a) Olipb.a.nt ' s opinioo .......... . ..•..... • • • .. • • • • • · · · • •• • 

b) Sug-geet·ed answer a ....•..•.• • • ••...•.•. • • • • • • • • • · · · • · • · 

- s -

Stabillza tion 

3.5-40 
69-79 
42 
96-99 

103-104 
105 

123-124 

125-127 

150 

181-l& 

44 
45 
46-58 

Blum !! considering devaluation, contrary to press reports 

(letter to S. Stern, Vice President of Chase •ational Bank, 

t~oa Pari&) - 5/26/36.. . ......... ... ........... .. . .... .. . . 106 

Knoke end Bol too confer- 5/28/)6. ... . . . . . . .. . . ..... .. ....... 155 

a ) Qldet 
b) Bol ton telle ltnoke des ire is t or stable rate bat Rm 

dollar and sterlina 
- T -

TaxatiOD 
See RaftDU8 Act, 1936 

Regraded Unclassified 



swus or w 'D' 

I • ll2 ... "iL2ofwtMiiBWkllllrr:I>D.RIB..JM~MIU'II,.,IIl...O!!iflJ1~1;1iL.JBt!!IIP!
!l'~l1;11;1 

.t.. !he 1 t.a 1D the ~ p1.u ( tha;r will be --.rated IUid 

1D each - the co~epond1ng rece '""'tioD or the PreeideDt'e 

-•ACe will be eteted) t 

1 , Retein oorporatiOD in~ teJ< aDd raiee it to ~ nat, 

!he Prallidellt'e ...... e reccm ""ed repee11ng tbie IUid the 

other t.o oorporate tuee. 

2. r.e..,. a nat ~ tu on undiatrlblted aanUn&• r.prdl.aee 

of elsa or oorporate i.Doo.. eDd or percaDt ot Ml'Dinp reteiDad. 

!he President' e ..... ,, in eubetanee l'$C 81'd'ld a tu; aa llllo­

cU.etributed eanililge aqui'ftlent to periiOII&l. iD~ Dol'Ml IUid 

surtexae, with Do corporate taa it full cU.etriwticll. 

s. !he pleD ~ place the Dor-.l. tu oa cU.Yidande an.er 

raising it 26". !he -•aec• n-eomandad ita 18poe1tion witboot 

1Dcreaee. 

•· !he pleD 1IOUl.d i.Dcreaee the IIOZMl tu on PVJbod;r rx­

• to 5" wbateftr the IOIU'ee or tbe1r ·-· !he ..... p 

rae nhd no 1nc:reue in the per'808&l inoo-. tu rates. 

• 1 

s. !he p1.u ~ ll&b ntertiooa of Ml'Dinge UDder sal' pn-'bl,T 

raeiOD•bla IUid retertiooa 1D axcaae of liOl' -bl.aJ IUid 

eubjeet uaraaeOD&bla ntanti0118 to the ldpco te% rates ot 8aotl.aa 

102, 'ftle -a&ge c!1.d DOt -ticll tbia MtAod of beMHq tiae 

pro~ ot oar tax a.o1dcoe. 

B. -t the ...-lte of tb1a plall -u bet 

1. 'ftlU p1u ~ atepard the :reo •e ~ut. u tile rettaU. 

ot the present pw!nated -porate 111- tez -u1 Ill\ 
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the est.iJI&te UDder this pl.u 18 bued OD the - data aa the 

&dpt eatillates and the ~eld of the Houae bUlJ and it cute 

doc the r1alt ~ t'l the extaot of the l.&rcer percct of re-. 

eollActed at the 80\ll'ee. 

2. Since all the additioD&l reftiiE.e reqllired could be obtaiDed II)' 

etopping the a..oid.ance of IIUl'tuea or oolleotin& their equi...al.lllt 

hota corporations retalnlng earnings, aa the lleaeege reeo=anded, 

the following reiiUl. ta of this pl.an D.USt be 'fiend u aaaples of the 

extrMe aeasurea wbich are beini suggested u the alterllatift to 

catting tbe "' •e needed bJ •lr1ng exiatin& tNrtax rates effectift 

011 a relati~ ..:U llinorit;r DOW awidini tru.s 

a. Inereaainc the DO~ tax froa • to 5~ would raise tbe 

taxes on ever:Ybod:r• This increase would be poeataat on the 

great ... s of the population, wbich falla in the ..:U ill­

OOM groupe. nw., -c• eerDerS, cl.&ru, and the -u 

eal.ar1ed group g~ would haft tlleir tu.e 1Jlereued 

25~ at least. So far u these -ll•r inOOM groupe get 

di 'fidelldJI 1 tlla inore&M in tlleir taxe8 would be - liON than 

25~. 

b. Partners and illdi't'idual buines- - pq1ng tbeir 

DOnal and IIUrtaxea would all haft tbeir taxea incnued II)' 

the riae 1lll tbe ~ rate. hr the cr-t - of tlleM 

bu1llleae - rltb illlOOMa up to sq teooo tbia 1Jlereu8 would 

be 26~. 

c. The p1u llllereu .. the tex of the great bod:r of oorporaU.S, 

'lbicb are DOt open ted to -bl• etoolr:bolderll to aftid 
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aurtaxea. 'Die increase in their corporate te.x would be 

troa about 19 to .UJ alld Ule eeeller the corporatioll Ule 

bl&ger Ule inonue, web larger increue atteotJA& Ule 

...at •Jor1t;y ot the oorporatioaa ot the COUDtl7. ADd 

the;y get tbia iller- e~ tbougb tbq diatribute all 

their earoinga. It thq retein SOli, their te.xea would be 

1noreaaed troa 47 to 7~. 

cl. Stockholclera, under the plan rt"ooaeendecl in Ule aeU&te, 

would pq the ~ aorMl alld ~~Urt.uaa. UDder tbie plan 

atockholclera with hooee• up to about $6,000 in oorporat1olla 

with inCOIIeB of 12,000 or lesa, coepriaing the ft8t -.1or1t;y 

ot Ule total ot oorporationa, would ban taltell out ot their 

share a tax increase ot 7r:!f, owr present law, altbougb eam­

irlga were ~ diatributedJ aDd it SOli ot ean1inga ret.aiucl, 

the 1llcreaae woulcl be a bout 7 ~. 

s. '!be Preeidet'a -aace ateted t110 obJectina - eqwoHs1DI the 

te.x burclell Oil buainoas ean1inga eDd atoppinl .urtax awid.ulce. • a.­

tain1llg nen the preaent oorporate inoou tax ot troa ut to ~ 

would be 8l1 ..... cl_t ot the tiret obJeotin, alld the n supertax 

propoaed woulcl be aothinl but lip aenioe to the aeooDd obJeotin. 

It woulcl aot pretellt thoee wiUI large in- lea'fiJII eanainC1J 1a 

oorporatic>Da to eaoapa the .urtax. 
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6. This plaA would to get about f,l7S, ooo, ooo re1"8DWW raise 

the taxes OD 2 w1111ou 7 hundred thouaaDd people, operatlDc 

-.aeh u a sales tax, aa contr&eted with the lass thaD 60 

thco.Jaanc! people, Dot - can'7iDc their due 8bare ot the tax 

burden on that port.ion ot their real iDeo. repreaeoted b7 witb­

hald proti ta, wboae taxee would be inC!'Maed 117 tbe Houae Bill. 

7. 'lhe corporate tax re<'ome!!ded in the President• a aesHge 

w.a conatruct1Ye troll a bu.einesa point ot Yiew since ita direet 

burden waa .ore largeJ.:r on atocld!oldera, 'lh1a plaA lli&tlt nll. 

be adYerae bOll a bu.eineaa point ot new aince ita clirect ~ 

cleo 1e 110re largelJ' upon corporate business u well u Oil pert.­

nerahipe aDd indi'ridual bu.eineaaea, 

8. 'lhia plan ia unjust and indetenaible. Ita aerioua conaidere­

tion cannot be uncleratoocl except aa retreahinc tbe 1;ype ot des­

perate lleUIU'ea bein& proposed u alteroati,..a to !aciD& the re­

aponaibllit7 ot gettlDc the ~ needed 117 aerel:1 atoppin& aur--

tax aw'd•nce in tbe hi~ incowe bracl<eta, aa the Houae rates 

. . 

would. 'lhe President, the SecretarT ot tbe Treel\l%7, aDd tbe 

Comieaioner ot Internal Ra'nlllUe aDd otbera apeekillc tor the Treuv.­

r'T en all on record that the adclitioll&l. tuDdl noquired can be ob­

tained 117 u!dag the pereonal incowe tax ratae OD ba•1MI8 protita 

attecti'ft on the llinoriV in the h1.&tl braclteta - a'f01cli.Dc u... 

'lila adoptiaa ot vq wah plaA ~ .-.titata a a-s- political 

liabllit,y in the taca of that record, partiCIUlarq in Y1ft ot tbe 

tact tbat al.nad.J - ~ ot our lei ,.. art ~ tr. tba 

-~w... 
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/hAPf 'YI, I f ' (P 
1. 

Quaat1ona COneer~ Possible Oftar1zca of GOYerDMnt Securities 
to be 1)1; ted JUlie 15, 1936 

1. could a 5 :rear 1-:S/~ note (due 6/15/41) be aold auccesaf'ull)'T 

1-1/21 s 
1-1/21 8 

12/15/40 
:S/15/41 

~ 

1.1~ 
1 . 21 

Extrapolated yield for an inue due 6/15/41 - 1 . 24% 

1. 1-3/~ note due 6/15/41 would sella 

at 100-'l.7/S2 to :Yield 1.~ 
100-19/:52 • • 1.25 
100-12/52 • • 1. 50 

An ieeue with a 1-3/fJI, coupon rate ahould be aucceaatul. 

2 . 'll'ha t coupon rate would be necessary 1D order to sell a 6 year 
bond (due 6/15/42)? 

co,pe.rable iaeuea: 

6/15/4o-45 
3/~5 41-4'!> 
8/ 41 
10 15/4'!;-45 

Coupon considered necessary - 1-:S/4 J 

A 1-ll/4~ bond due 6/15/42 would sella 

at 100-27/52 to yield 
100-18/52 • • 
100-9/52 • • 

X1e1d 

1.1~ 
1.41 
1.« 
2 .06 

1.~ 
1 . 65 
1 .70 

9 
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2. 

5 . !!hat coupon rat.e -.ould be neceall&%'7 in order to sell a 9 yaar 
bood (due 6/15/45)? 

Comparable issuear 

5--1/4' a 10/15/45--45 
3-5/B•a 6/15/48-47 
3-1/4 1 s 4/15/44-46 
4'• 12/15/4 ... 54 
2-S/4 1 a 9/15/45-47 

Coupon considered necessary - 2-1/4 ( 

A 2-1/~ bond due 6/15/45 would aall1 

at 101-7/52 to )'ield 
100-26/52 " • 
100-15/:52 • " 

Yield 

2.()6% 
2. 07 
2.16 
2 .50 
2 . 31 

2.10,S 
2 .15 
2. 20 

4. How 1o~ an isaue beer~ e 2-5/~ coupon could be successfully 
aold? 

Co!p8l'!! ble boll! II 

S•s 
3-5/4'• 
5--1/8' a 
._l/4 ' a 
2-S/41 a 
3-1/B•a 
ll'. 

6/l5/4$-48 
5/15/48-56 
6/15/46-49 
10/15/47-52 
3/15/48-51 
12/15/49-l>l! 
9/15/51-55 

Yield 

2.~ 
2.42 
2.42 
2 .43 
2 . 52 
2 . 57 
2.62 

An ioaue due in 15 years or in 15 years optione.l after 12 years 
(6/15/51 or 6/15/48-51) could probably be aold successfully. 
The optional issue would be preferable. 

A 2-5/~ bond due 6/15/51 would sell 

at 101-18/52 to yield 
100-50/52 • • 
100-10/52 • • 

~ 2..S/tl'/. bonl due 6/15/ 48-s1 woul.i Mll 

• t 101-9/52 to )'ield 

~S2: : 

2 . 50:( 
2.55 
2 . 80 
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&. Kow lo,. an issue ~ a 2-S/4~ coupon could be succeaa1'ull1 
aold? 

comperable iseuet: 

2-3/418 

:S..l/818 

ll' a 
2-7/818 

S/15/48-51 
12/15/49-52 
9/15/51-!;5 
S/lS/56-60 

.Ii!l9. 

2. 52$ 
2. 57 
2. 62 
2.72 

An iaaue due in 20 years or in 20 yeara, optional after 15 
(6/16/56 or 6/lS/51-56) could probably ba sold auccesafully . 
T'~e o~tiorl&l issue would be preferable. 

A 2-5/4~ bond due 6/15/56 would sell• 

at 102-10/52 to yield 
101-17/52 • • 
1()0-24/&2 • • 

A 2-S/~ bond due 6/15/51- 56 would se1lt 

at 101-27/&2 to yield 
101-7/52 " " 
1()0-20/32 • • 

2 .~ 
2. 65 
2.70 

2.6()% 
2 . 65 
2.70 

Motet All prices &nd yields q\IQted above are as of the close 
ot the .:erl<et on ltlay 20, and the conclusions reached 
concerniq: the feasibility of Y&rioua issues are 
based upon such quotations and are nlld only it the 
arl<et does not toOVe •terially between now and the 
date when bOOks are closed Cor aubscriptions to the 
new issues. !10 atteapt haa been Md• to forecast 
whether or not this will be the ease. 

HCII 
(6/21/&8) 
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Debt Dwt in 1941 

1-l/~ notes due !larch 15 

~1/4~ bonds due A-cuat 1 

t616, 707, 600.00 

t8M. 474 .100. 00 

t1, 5ll,181, 700.00 

Debt Ca1le.ble in 1941 

15-S/~ bond& ()(11le.b1e 
March 15 ~544 , 914 ,050.00 
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A 2r5/Bf. bollll dua 1n 14 years, optional d'ter 11 ,..ra {6/15/47-W) 
.ould sells 

at 101-15/$2 to yiald 2 . 50 
100-28/~2 • • 2 . 55 
100-9/$2 • • 2.80 
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TREASURY DEPARTMENT 

WASHINGTON 

llq 2J., 19)6. 

'P'!'!Ii!!llOi m 'PIT'V• 

lccOIIpe.nied 'to' C ""er n.a.paoa, I called on U.Ser 8eoretar7 

Phillips this •Ol'DiDc with regard to the PDpl1nc of alcollol haa 

BelP-. 

I adrtaed llr. PhUllpa that dispatches troao lDtwerp 1Ddicate 

thet 1,250,000 Uten of alcobol hal now bMD concct.rated 1a lDtwerp 

to be exported haa Belgi,. for ~~~~~~&&li'li into the IJzdted Statea. Jlr. 

PhUllpa had alread7 bMD intoned ot thia. 

I ··ecalled the cODTeraationa which were axchaJIIed 'to' the 'fr•8UI'7 

Depart.ent and the State DepartaeDt earl7 1a Dec•her, in which I bad 

pointed out, pursuant to JOUr instruction, that the Prea14eot bad ad­

rtaed 700 thet he would be prepared to 4-• the Jlel&1.u 'freda 

lgreeaent in the -t ot further M111Dca haa JelcS•n porta ot 

naaela caJT7illl aloobol to he -•~&led into the IJzdted StateaJ thet 

70U bad at tbat U.. requ .. ted tbat the Bel&iaD Gonxwt abonlcl he 

notified to tbie etfeot, and adrtaed tbat in the -t of turt11er 

ae'Hnca the Trade Acr••eat ~ be "--edJ tbat the Seoretu'7 

ot State had objected to thil courea ot action bnt bad agreed to 

~all in the Bel cS en Pbaal18clor and urp the JelciaD Gon~t to 

tab atepe to pat an eDd to tld.e UUoit traftioJ that 700 bad ac­

cepted the Yiewa ot the Seoretar7 of State in tbia reepeotJ and 

, thet the Jlel.l1u lll'buMclor had been called in b7 the Secret&r7 of 

State and his cont-Dt lll'&ed to t.U:a action. 

I called llr. PhUllpa ' attention to the tact that the 88. IIILUiiiJI 

bad been allowed to lean lDtnrp llercb 28, and tbat it ... t be a..-4, 

t.!Jentore, tbat the lelcJan ~ ... iMUferct to the ra,..aa•ta­

tiou -.cia bJ Wa Goft~t 1a Dec•berJ and that it~ appeu' tbat 

the U.. bad - arriftcl eben the Jelc1aDa Urdcl he notified tbat .... 

the ilUoit traffic in alcobol 1a eaded the 'freda lpiWIM will he cle­

DOUIIOed b7 We Go•w t. 

llr. Phill1pe wu entirel7 t..Uiar wi~ the gBac a1taats-

aa 1t aUeota lelg1-. 1e f.Jicl1cated, boaa•v, thet he t.boQcllt a tbreat 

to abropte the Tnlw lpew nt -u not he H!Jel7 to -ud 1a ac­

-pliUbc the o'bjaeta wld.cb" baft in a.a. le adcl, furtller, thet 

the JelcJen lllheaRIOI' W called at the atate Depu-tllet ~ 

and bad adrtaed h1a thet b1a Goww-t aa 41apoaec! to t.U:a IAIU. to 
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prohibit the erport&tion 0( aleobol froa Bela1-Wl iA Bel d!ft YeSfelSo 
He (Ill'. Pb1lllps) reeopized that this eoncnaion would be or no 
Yalue wbatsoenr to tbe Ollited States inaaucb. ae tbe tratfic 1a not 
carried 1A BelgiaD naaela but in n saela or British, D&niab., and 
llorwegi.an regillt17 . llr. Pb1lllpe sa.1d turtber that the State Depart­
aent ezpected tc>-da,7 detinUe 1Ator.tion troa the Dutch Goftrnaent 
regardiAg prospectin action by that gOY8J'1111ent whieh 'lould lllake it 
iapossible to use Dutch port e as baaea t or the UUcit alcohol trartio, 
and tbat it waa hie intant1on to call in tbe B!lci.an .&.abaaaador to-.orrow 
to adnae b1a or tbe action expected to be t&bn by Boll&Dd, and ~da 

to urge tbet the BeJ.cian Oonrnaent take alallar aet1on. 

I called llr. Pb1llipe ' attention to tbe tact, reported by the 
American Consul General at Antwerp, that certain high otriciala or the 
Belgian OoYertllllellt were supposed to be 11aber s or the syndj.cata which 
111 r eaponalble ror the illicit trattic 1n aleobol, aDd adnsed b1a 
that 1n 11'1 opinion it would be useless under these c1rcuJaatancea to 
expect BeJ.ciua, wlunt&rU,. aDd without considerable pressure troa 
this OOYeroaent, to gin up tl:d.s trarrie. 

The ~~&ttsr wee, bowtnr, l.ett in llr. Pb1lllpe 1 banda to be pro­
eaeded with aa be indicated; and there ia o! course a poaaibilltT that 
hia representations to be aade to-morrow to the Belgian .lllbaaaador lll&;f 

prOY& errectual.. 

ORUES. 

15 
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!.l8y 21, 19:56 

There having arl een a difference or opinion in the 
General Counsel's offi ce on Ur. Cr owley ' s caae, Oliphant 
aeked the Secr etary to hear Opper, Rar~ and Brown etate 
thelr opinions. loloReynolde waa also present. 

Thla 1s ur. Opper ' s op1nlon: 'I would turn the matter 
over to the Att orney General wlth a statement tnat we do 

16 

not believe there ie a viola~ion or the Federal law indicated, 
but nevertheles s I (the Secretary) am sending tne case to you 
tor any such action as you may consider appropriate.• The 
second procedure, he sai d , "ie to proceed on t he baala t hat 
we are eat1st1ed that ther e i s no violati on or the Federal 
law under which prosecution could be started and, theref ore, 
return it to the Comptroller tor routine tiling. In t his 
w~, i t would not be passing the buck to any Department which 
has not up to th1B point been drawn into the case. Ae tar 
ae the Federal law ia concerned, the Statute or Llmltetiona 
has expired. • 

Harlan reels that the case should be turned over to 
t he Attorney General. Brown reele that it should be re­
turned to the Comptrol ler and the matter closed. Oliphant 
reel s that it should be t urned over to the Attorney General, 
but said t hat he had asked t hese men to come in eo t hat t he 
Secretary m1ght hear all sides or t he case. Oliphant alao 
said, "It any question is ever r aieed, we can a~ that we 
passed it on to the Department or Justice and then lett it 
to them to pass i t on to the State agencies 1n the regular 
routine w~ as they do with all other cases. 

one or the att orneys said that it there waa no notori ety 
connected with t his case , the normal thing would be to handle 
it witn our own legal starr and because t he statute or Limita­
t i ons bas expired it would automatically go back t o ur. O'Connor. 
Whenever there is a doubt we send the case to the Department 
ot Justice and where there is no doubt, we never send a case 
to Justice. 

mt,Jr. t old the group, 'I want to swear you all to 
secrecy . I am having Cr owley here at 11 o'clock to give 
me his resignation, effective June ~. with a promise that 
1t he wants a Job he can have lt. How can I go through 
with t his and then turn the case over to the Attorney General? 
Would you rather have me turn it over to the Attorney General 
and then have Cr owley at~ here? The President has given me 
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complete po•er and I have hi s confidence 1n the handling 
ot this case ~self. I wil~ shoot equare wi t h crowley 
and I certainly will not ask him to resign and then turn 
around and t urn the case over to the Attorney General. • 

Opper stated, 1As a Feder~ ottense , the Statute ot 
Limitations has run out, but not on t he State statute.• 
The Secretary then s aid, 'But you boys did not tell me 
this before. You defi nitelY t old me that both the Federal 
and State Statutes ot Limitation had expired and I so in­
formed the President .• UoReynolde added that he , too , was 
under that i mpression. 

HU,Jr . continued, by saying: 1 The reason t hen tor 
turning t h is over to the Attorney General wou~d be tor 
him to deo1de whet her the Federal Government should t •.arn 
thi s over to the State since t he Wiecone1n Statute of 
Ll.ml. t a t 1on has not expired? Suppa sing I say to crowley, 
I have to turn t his over to the Attorney General. Uy sug­
gestion to you is that you resign no•. I will see the 
President before Cabinet this af ternoon and ask his advice 
as to how I should proceed.• 

After consult ing with the lawyer s , HU,Jr. cancelled 
the ll o ' clock meeting with Crowley. 

(Not having gotten to the President before Cabinet, 
t he President. gave Hloi ,Jr. an appo1ntcent t or 2 o ' clock 
Fri day, Uay 22, to discuss the Crowley-O' Connor matter 

together ~th eevera~ other pending matters.) 
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I lmow a great many aervice men are loold.~ forward 

o.Lu- . 
to .rune 15th . That has been an important day on tho 5Heasur:y 
calendarAever since the bonus bill was passed. We are11~ 4~te1rl8 tbe 37 million bonds . Aa rapidly as the Veterans Ad­
m.1n!atration can cert1ty caees to ua

1 
we are prepari.~ the 

n\ll:lber or bonds to which each servic e man is entitled and 
the check tor the balance. l'le expect t o be able t o turn over 
to t ho Pos t Office Department, on JUne 15th, tor delivery to 
the veterans , bonds and checks oovoring the great bulk of the 
cases t~ have~e_!l~..C:,~~ified to us . And we are going to etay 
on the jobt\~ th~~t payment has been made. 

The se~~:t~"~ll be prepared to handle promptly all 
bonda which votarans 11187 desire to turn 1n for i.m:!llld1ate re­

de.mption. But we all reel that a great man7 veteran~ 
considering carefully the vaJ_ue ot,_ these bo~s, will lolt1.i el!l .._.. ::f ~ 3 ~/0 _...·~~ A .teo them as t\investmentl. C{lh•h rl~~.,c.~41"'9'lolll.,. a.-v'"'._ 
profitable to anyono who does not rotd.Pa ...,. immediate""..._ 

A. 
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After HU,Jr. saw the President this afternoon, be 
called in UcReynolda and Oliphant and related to them 
hie conversation with the President. 

He aa1d, "I told the President that I bad to come 
back to b1JD, I told him that on rurther consideration 
I now fi nd that the Statute or Limitiona tor the State 
or Wisconsin baa not expired and it puts an entirely 
different complexion on the case and the President sai d , 
'What do ya1 want to do? ' And I said, Well, I have been 
advised that I should turn this case over to the Attorney 
General and he should advise me whether it should be given 
to the State authorities of Wisconsin. The President 
took a very peculi ar angle on this thing. He said, ' That 
is very, very unt'air. 1 And I t hought he meant to crowley 
and he said, 'No; to the Attorney General'. He said, 1It 
puts him on the spot, 1 and I said, 'lfhat do you want me to 
do? And he replied, 'Send for Leo and show him t h1a report 
and ask him ir the authorities or Wisconsin are rami11ar 
with this situati on and whether they have given h1JD clear­
ance on t his thing and 11' he seya that they have, then say, 
Well, I am sorry, Leo, I have to have some documentary evi­
dence that the State or W1aoona1n 1s rem111ar with these 
racta or at least a verbal conversation with the D1str1ot 
Attorney or the State or Wisconsin. I aa1d, Do you realize 
that I cannot put my arm around Leo Crowley and a4k him t o 
resign and promise him a Job in view or what baa happened 
now? And he said, 1 No , you can 1 t. You certainly ought 
to talk t o Leo'. 

Then I told h1JD that Hopkins, who was the National 
Bank Examiner who made the r1rst report on Crowley which 
oubaequently turned out to be a phoney was now D1str1ct 
Supervi sor ror Crowley 1n charge or three States -- W1aoon­
S1n being one or them -- end I also aa1d on goea1p which 
I cannot prove, Hopkins personally ia 1n charge or the eo­
called Ann Arbor Reorganization which I understand is not 
straight. Furthermore , I have not been able to investigate 
Nichola who 1& Chief Bank Examiner, but baa a bad record." 

HK,Jr . then asked UcReynolda and Oliphant, 
be willing to a1t with me when I see crowley? 
the talking, but I would like you to be here. 
an: reellngs about 1t, Herman, let me know, but 

•would you 
I will do 
It you hlrfa 
11' be besina 
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to talk law I think I will need you.• Oliphant hesitatingly 
eaid, 'I -- I think that it will only be necessary tor uao 
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to sit in.• HU,Jr. said to him, 'Well, sleep on it. UoReynoade 
said he would be deligh"ed to sit in on it. He added, 'I do 
not see how you can fairly avoid letting Cr owley have the time, 
with a document 1n rront or him, t o present a defense. Crowley 
has asked for the time to produce the evidence which he says he 
knows he can produce. Let him have this document before you 
talk to him.• RU,Jr. agreed and a sked UcReynolds to give it 
to him on Uonday. 

The Secretary also told Oliphant and UcReynolds the fol­
lowing: 'I asked the President about German countervailing 
dut!ee . The President said, 'What ie the situation? I do 
not remember. 1 I refreshed his memory that the Attorney 
General had given him this thing with a brief attached but 
with no recommendation, so he said, 'What about it?' And I 
z·epl1ed, In this thing 1f you read it you will tind that the 
reason ~he State Department gives for not wanting to do this 
is that it affects so many South American countries. I eaid, 
If we should do 2/3 or this t hing, vi~: that part which has 
to do with scrips and bonds and not the fore ign exchange , the 
t hing will apply solely to Germany. Also, when the court 
made the decision they volunteered a part of the decision 
whi ch has to do with the foreign exchange , but that that is 
not actually in the law . It 18 Bimply a part which the 
Court gave extraneouslY. He wro"e a memorandum which he 
did not give me, but aaid he would send over to me on Uonday 
in wh ich he said he wants the law carried out and wants the 
Department or Justice, Sta"e and Treasury to cooperate so 
that the Treasury could carry out the law. The r~asons I 
di d this were (1) I have a memorandum from Taylor and a sec-
ond one rrom Viner in which they entirely concur on doing 
two out of t he three , and it I could say to Hull , Your argu­
ment that we drag 1n South America with thi s does not apply 
and get over two or the tbings , we c~ld sit down and after­
warda take up the third thing. '!'he reason I am telling you 
all th1B is so that you can put Johnson to worlt and see whether 
you, ae ~ General Counsel, oan oonour or whether you can.not 
oonour in the position that I have taken from an administrative 
standpoint. It we do two now, i s there any reason why, a month 
from now, we could not do the tbirdf 1 

Oliphant 1 a reply was, 'You are awfully ttred now. I 
would 11lte to talk to you turther about it.• 
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HU,Jr. also told Mr. Oliphant that Thursday a week 
ago the Attorney General turned over to the President a 
memorandum 1n which he said, Mr. Praaident, it I am toroad 
to give you an opinion on the legal ground, then I oonour 
with the Treasury, but I teel that tor political and otnar 
reasons that I will not give 70u an opinion, but here ia a 
memorandum trom an Aaeiatant Solicitor on this matter and, 
Ur. President, I hand tnia to you and you will have to .aka 
the decision. 
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liiWICt IXIW!mT' s w PWJ! 

I . 1he !1P'P" Cn' ttee' e Plan n . the Prtteid,.nt't Keeso.fie. 

A. '!he Co.-ittee ' a plan would• 

1. Exempt from corporate income and undistributed eam­

inga te.xea tl, OOO ot 1nc011e or corporations having incomes 

of t20,000 or less. No such exemption was needed under 

the plan r eco•ended bf the President. 

2. Retain corporation il'leoce tax and re.iae it to l~ tlet. 

'!'be President' s aessage recoa>ended repedins this and the 

other two corporate texes . 

II. Lev,y a tlet n tax on undistri buted earnings, regard-

leas or size ot corporate income end or per cent of earn­

ings retained. '!.'he President' s message in substance reeom-

mended a tax on undistributed earnin£8 equivalent to per-

aonal ill~ nol1181 and surtaxes, with DO corporate tax it 

full diatribution, 

' · Place the individual nonaa.l tax of 4,: on dividends. 

'!'he aessage reeo~mended i te impoei tion, but onl.Jr ill con­

junction with the r epeal of all present corporation taxes. 

5. Retain the present capite.l stock and excess profite 

tuea 1D4etinitely at full present rates. 'Die aeaeage 

reel red their repeal.. 
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attupt to mJlHty tbe Preai.dent1a rec ""•tioue cao be eaa~ 

'l'be Pi.M:nce eo-1 ttee can 1 t real.be bow bed i. ta plan realb' b 

fol.J.olr1.uc atete11811ta i.uiU.cate. llbeD U and the countr)' do, the:'e 

be a baat,- retreat to the Bouae liUJ., 

1 . Under the l'1nnuee eo-ittee1a plan, a corporation earui.Dg 

$1.00,000, pqiD& $1.8,000 to the Goor-ut i.n taxes aDd di.ll­

tribut:!.Dg all at tbe be.l.ance would still have to ~ a turtber 

tax at n on the $18,000, that 18, -..lei act~ ba'ft to borrow 

1101\8)' or di.p i.nto i.te surpl.ua i.n order to ~ ita tuU tax b:lll . 

2. 'l'be $1, 000 enllptj.on to corporatiom nth i.nc-• UDder $20, 000 

lowers tbe total tax b:lll onl;r on corporations wi.tb i.ncoJDea 

at $3,400 or l.e .. , U tbq di.atribute aU, and $3,000 U tbq 1'11-

i.nveat 3~ of tbei.r eo.rn1.nge . All other corporatl.one, relathe:cy 

tew at wbl.ch have been used tor surtax avoi.dance, woald ba'nl tbai.r 

tax billa i.noreaaed., tbe i.ncreaae re.ngi.ng up to a Mx1•m ot 66 2/3'1> 

o.er present rates . 

3· All at J olm Sinth1 a eav:!.Dga are invested i.n corporations . 

aJ.a total. taxable 1DCQ118 i.e leas than $41 0001 am -..lei be 

though all earn:!.Dga were di.atri buted to bl.ll. Tbe Finance Co­

llll.ttee would te.1ce rro. 22t to 25" out at bia abare i.n tbeae 

corporate earn:!.Dge depend:!.Dg on what waa di.atributed. Even 

the ~would oake Sinth1a tax rata on bia abare at tbe 

corporate ee.rn:!.Dga 110re than the tax rate at a banlc preai.dent 

wboae eal.ar7 ~el4ed b1a 8 aurtax net i.ncOJDe ot o..u $60,000. 

4. Stockbol4ere, UDder tbe pleD reco-Dded i.n the Masage, 

would ~ the 4% noral. aDd aurtexe8. Under tbe P;IM- eo. 
tdttee•a pleD, atockboldere nth 'noa-a up to about t6,000 

i.n corporations nth i.ncOMa of $10,000, tor uaap'•• would have 

taken out ot tbei.r abare 8 tax i.noreeae ot 34" over present 

law, although eanW1p were tuJ..q di.atriba.ted; and U ~ ot 

ee.rn:!.Dga were reinvested, the i.ncreaae would be about 5]$, 

s. The plan inoreeaee the tax ot tbe great bod;r at co~ 

tiona , wbl.ch are not operated to enable atockboldera to avoW 

surtaxes. The :LDcreeN i.n thei.r tax, aaaiiOi.nl tull diatribution 

ot current earni.np, would be troa 28 to 54%Jaud, apart troa 

the $1,000 u..ption, the --.ller tbe corporaUon the td&Pr 

the uoreaae, suob J.ar&er i.ncreaae atteotinc a nat 'boq ot 

tbe corporations ot the COUDtrT. And tbq pq tb1a 1ncreaae 

even though tbq diatribute all thei.r ee.rn:!.Dge. It tM7 add 

to tbai.r reeena ,30% ot tbei.r etatutorT net i.ncoM, tbei.r 

taxes would be increased troa 42 to 66 2/Jf.. 
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6 . It the ~ 8Upertax would encourace tho distribution or 
eerninaa, the 4$ nonoal (which tho 1'1nance Ca..ittee would 
put on dirldenda) woW.d diacourage such di•tributiilll . So 
the real. pcmel1;y on surtax avoidance UDder the Finance COD>­
.Uttae' a plan wOt1ld not be ~ but on]¥ ~. 

7. The Finance Colllll1ttee' a 7 per cent supertax w1ll stop 
surtax evaa1on - by the little fellow whose total taxable 
income rac.chee ooJ¥ that high in the surtax brackets. It 
1a the ali ta surtax avoidera whom the Finance Colllll1 ttee• a 
plan leans untroubled. 

8. The 11nance Co..S.ttee' s alleged supertax to atop surtax 
noi dance would i.apoae a 'rt. rate, which 1a leaa than 1/lOth 
or the present highest IIIJl"tax rata of 76$. 

9. Tho 11nance Co!OIIi.ttee•a supertax of~~ that arcr 
stockholder eontrol.l1ng dividend diatrihut.ilkl and hAving a 
surtax net incoM of arcr amount above $6, 000 would have evei7 
reaaon to leave earnings in the corporation and thereby avoid 
surtax. 

10. Under the Finance Collllllittee' a plan, a stockholder in 
control would, by l eaving earnings in the corporation, 
escape more tb.an he escapes under present law because 
ho would escape both the present surtaxes and the 
4% norul tax on divideuda, and the pries he pqa for escaping 
both of these would be 'rt.. 

11. The rates on undistributed earnings in the Bouse 8111 
are ~ equiTalent to our present surtax rates . If the 
Bouse ntaa se• too high, it can be~ because our 
surtax ntaa are too high and no~ u •ldliB that 
contant.ioo. The rates .at be as high aa those in the 
Bouse 8111 to atop surtax avoidance and that waa 
pointed out to the Finance Co..tttee - and pointed 
out in public bearings. 

U . The President reco!l1181lded puttiiiB the norul tax on 
dividanda oo.l¥ because he recolllllended r epfttlipg the 
corporate income tax. Does the Finance Colllll1ttee pro­
pose to put the normal tax on dividends because it 1a 
inqNipc the corporation incoM ta:.d 
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13, Oria:'nallT the ccuporate in- tax wu 8\lppOaed 

to be tba COIIIlt.Jop&rl ot the no%W.l tax 011 1ndJ.­

rtdllll incOMe &lid hence, dirtdendll were eullpt 

troa tba 1ndirtdual. no%W.l tax, The Senate propoaal 

br Utt.tq the corporatioa in~ tax to a new all ' 

U.. hip wh1le putting the no%W.l tax on dirtdebda 

without raieing it, drutioaliT increases the 

al.NadT exceaaift spread hetwe.n these two tana 

thua eatablbhing a new hi&h ill the diarega:rd ot the 

pr1nciple ot eqlllliv. 

1.4. 'fba Finance Co.a1 ttea bod the choice ot atoppillc 

aurtax aTOidance by &<*A 60,000 indirtduala or add­
ing to the tax bu:rden ot boata ot etockboldera in 

all kinde ot corpora tiona tllroushout the count17, 

It chose the latter. 

lS. The President told the countzy that all the ad-

di tiOG&l. per.&nent rennue required could be obtailled 

'117 atoppiDg surtax nuion, 'fba finance ec-ittee 

iutead would get it tl'<a the treasuries aDd stoolc­

holdera ot all corporatione rlth i.nco .. a oftr $3,000 

or $3,400 dependsna on distribution. The Preddent '• 

diacloaure baa ade aliT such tax law illdetenaible when 

tm.t bodT ot stockholders reellaes wh&t it rMl]J' 

does to thea, 

16, The F'illance COIIIli ttee b)' inoreaaing the corporate 

inc<*& tax adde to the ineqllllit7 ot tax treat.ent ot 

bluillaaa prot! ta troa 1lldi rldllll baaineaeee aDd part.­

nerahipe un the one band and troa corporatione on the 

other. Onder a:d.sting law the stockholder nth a 

a..U iDeo. in ettect ~ part ot the tax burden ot 
the atockholder with a large incoae, The finance 

c-ittee would aalte h1a PAT yet 100re ot i t. 

17, Tbe corporate tax reo- uu!ed b)' the PresidBDt 

... cOillltruotiYe troa a buaineas point ot n ew since 

ita direct bu:rden would tall aore lar&el.T on atock.­

holdera , The Finance c-1 ttea 1 a plan would tbrc>lr 

the bv.:rden aore lar&el.Y upoo corporate buainaes and 

aipt ...u be adftrae tl'm a baaineas point ot new. 

18, The Preeident'e re-lldetione tor rertaion ot 
the tax .. corporate eami.ngs were IIDderlaill bra 
purpoee to ~ tbe tax structure while getUD& 

the -.y b)' 'a topping surtax &Yoidance, 'fba Fill&llce 

eo.mtt.e ' a proposal b planleaa aDd purpoaela .. ex­

oept to raise rennue rep:rdl.Na ot inJuaticea ciCM 

aDd tax a'90iduce iiJIOrecl. 
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19, The adoption ot any such plan u the Finance 
Co1llm1 ttaa baa approved would conat1 tuta a gre.Ta 
poll tical lia'bilitJ, in view ot the repeated ottio­
ial announcet~~~nh to the countey that o.ll the needed 
ravenu. can ba obtained trom atoppin& aurtax e...aaion 
ud in new ot the turther fact that already aome 
eo par cent ot our reTanuea are comins from the oon­
aumar olaaa, wbioh doae not contain the group of 
big eurtax aToidere. 

zo. 'l'be plan of the 1'1Danoe eo.1 ttee U 1114atana1ble 
beoauaa 1 t 1e unjuat. It departs aTan 110ra tban 
praaant law trom tbe principle of ab1l1 ty to pay. It 
1a an expedient rooted in 11hat tbe ooUAtrJ will inta~ 
prat ae a duparate attei:~Pt to aTOid taoins the raapon­
aibill ty of getting the needed 110nay 'by atoppins tax 
aToidanca. 
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After the Secr etary returned !rom the White House, he 
called in UcReynolds , Helver ing, UPhAm, ~&ylor, Haas, Seltzer, 

ton and Oli phant. 

He told the group the following: 1 I will try and explain 
tn1s , but it i s a very difficult J ob. The President would 
not have a stenographer and i nsisted that I take it longhand 
and would not have anyone in the room. What we are trying 

to do, confidentially, 1s t o have a letter to Pat Harrison 
prepared t oda3 , ot not more than a page and a halt, which will 
be given to a Secret Service man who will l eave with it t omorr<lll' 

eo it can be in the hands or the Pre8ldent Sunday morning. 
The President wants to do it entirely by himself and does not 
want to see anyone. I will read what I have written down. 
'Letter has to be on pr inci ple rather than the changes by 
House or Senate relating to Treasury suggestions . Letter 
not more than two pages. Keep saying this h i ts tho little 

f ellow. 1 This is the way the letter starts: ·~ dear ur. 
Chai~: In continuance or our conversati on or the other 
day , I feel that it i s only right that I should give you 
certa in broad concluSions on the amendments to the tax bill 
proposed by the Financ e Committee . In my message I suggested 
(give t he principles emphasizing the amount that could be 
raised by stopping leaks . 1 Las t paragraph: It seems t o me 
that t he Commi ttee draft violates these principles as f ollows: 
and the final paragraph: The House bill r et a ins t he principles 
in grea ter part. I am told that the complex calculatione in 
the House bill can be avoided by much simpler amendments. 1 

(Note : Ur. Uorgent hau •e penciled not es, written on both 
s ides ot a manil a envelop , are attached.) 

At this point, Oliphant went i nto ure. Klotz ' ottlce , 
at the Secretary's sugges tion , to answer an urgent call 
from Senator La Follette . In hi s absence , the Secretary 
asked Ur . Helvering, "What 1a the s tatue ot the Guttey bill7 1 

Relvering answered, We are not batting taat on that !rom an 
administrative s tandpoint in t he Bureau, because or not 
getting some decision to advise the Collectors . We are 
getting lots ot letters and telegrams !rom operators and 
collectors . Reed was t o clear that yesterday, but he baa 
not.• The Secretary t hen inquired, 11ben do you think 
you will hear !rom him7 1 and Helvering replied, "Oliphant 

bas been trying to get h1m all afternoon. I am not a con­
etitutional lawyer, but I can 't see where the new aot would 

put in t orce those things t.bat were collected under the old 
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aClt.. I t hought. we ought to ought to J uat go ahead. 1 

Oliphant returned to the Secretary 1 e room. Continuing 
the tax diacueaion, t he Secretary eaid, 'I don ' t want to 
frighten you, but. what he said wae, 'Now, Henry, whatever 
you put in t his letter i t Just can ' t be anything but right . 
I would rather not maJte any statement tJlan have anything 
that can be Clhallenged by anybody , because unqueetionabl,y 
my l etter to Harrison will get out . You Just. can ' t put 
anything in that letter unless you are s ure . It you are 

not sure, leave it out. • Oliphant asked, 1 He means leave 
out anythi ng that would be chal lenged?' UcReynolds r ecarked, 

"You wil l have to l eave a lot out to put it in two pages . • 

The Secretary's i nstructi ons were: 'I would rather have 

the letter a little weaker. I n t h is room here, 1! the Pres­
ident gets criticism he looks to me , and I ~on 1 t say, Well, 
Herbert Gaston wrot e that; I am sorry, Ur. resident, Gult 1 s 
Herbert's fault . I have never done that in my lite. I 
would rather have t he thing a little weak. But the main 
thi ng t hat he il tryi ng t o get at i s he does not want to use 
t he wor d 'President' anywher e in the l etter. I would not 
refer to the President's message. He wants t o r efer to 

principles and the House bill and eet up the tact t hat t he 
House maintains the ~rinciples and the Senate did not and 
~ tact that t hio hing eeems to h i t t he little fellow and 
l ets t he big fellow ott. I don't think I would say anything 

about holdings companies or anyt hing that smatters ot ref orm.• 

Oliphant ' s reaction to this statement was, •Good! Very glad 
ot that. • Resuming hi& instructions the Secretary said, 

'Now, I am drawing on DIY own. Arter all, I have to take 
it. I wouldn ' t put anything in there that smatters or re­
form and I would again emphasize the revenue.• Oliphant 
inqui red, •no hol d ing companies? No Eccles philosophy?' and 
Hll,Jr. respon.ded, 1 No; that ' s up t o Ecalee . I take it you 
are talki ng or the wind . You had better have me tunny than 

weeping. • 

HU, Jr •a next remark was, 1 Now , l et's get this t hing 
as to time . I know you are all aa t i red as I am. I very 
much want to see thi s thing and I thought I would leave at 
noon or r ight after noon tor the Farm. Do you suppose 1! 

I came down by 12 o ' clock tomor row, is that too earlY to aak 

!or something?' Oliphant answered, •we ought to have it 
by then. • The Secretary eni d, 'I suggest that Gaston take 
a look at it • and to Upham, 1 You had better take a look at 
it to get th~ benefit ot your ideas before it Jells, • and 
to Helvsring, ' Are you available to take a look at 1t before 
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127 1 to which Kr. Helvertng replied, 1 I can, but I doubt 
it I can contribute to it. 1 The Secretary '• next remark 
was, 1 Why don't we say we will meet here tomorrow at 12 
o'clock. • Oliphant then inquired, 1 You want to see it 
and it has to be up there Sunday morn1.ng7 1 Hlt,Jr. answered, 
'That's the point. And it it is ready, I may take it on 
the plane and take a Secret Service man with me. But I 
old hl.a I am not going near him. He said he might call 
me. I said 'No business• . • 

(Note: At this meeting the Secretary gave to Uphaa, Haas, 
Gaston, Oliphant and Helvering, a photostat ot the statement 
showing the statue ot the Finance Committee's tax plan as 
ot noon today. on the original ot this statement the Pres­
ident had made notations 1n hie own handwrittng. 'l'he original 
was to be returned to the President with the letter which is 
to be prepared by the Treasury, referred to 1n the second 
paragraph ot t his report ot meeting. A copy ot the photostat 
1s attached.) 
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TH ~ WHIT~ HOUS~ 

W ASHINGTO N 

11y dear llr . Chairman: 

Hyde Park, N. Y. , 
llay 24, 1936. 

In continuance of our conversati on the other day 
I feel that it is only right that I should give you 
rq definite conclusion rela ting t o amendments proposed 
~ the Senat e Finance Committee to t he House of Repr e­
sentatives Tax Bill. 

In rq message earl y in March I str essed the need 
for additional r evenue t o r eplace outl awed t axes and I 
tully recognized the right of the Congress t o sel ect 
the ~pe of new taxes . At the s ame time I point ed out 
that nearly all of this additional, permanent revenue 
could be obtained by stopping the very grave avoidance 
ot surtaxes which is now so widespread under existing 
law. I said: 

· "Since stocKholders are the beneficial 
owner s of both distributed and undistributed 
corpor ate income, the aim, as a matter of 
fundamental equity, should be t o seek equality 
of tax bur den on all corpor ate income whether 
distri buted or withheld f r om the beneficial 
owners . As the law now stands our corpor ate 
taxes dip too deeply into the shares of corpor ­
ate earnings going to stockholders who need 
the disbursement of dividends; while the 
shares of stockholders who can afford to leave 
earnings undistributed escape current surtaxes 
altogether . " 

To attai n t he principle of fundamental equi~ i n 
taxing corporate income, I made this suggestion: 
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"The rate on undistributed corporate income 
should be graduated and so fixed as to yield ap­
proximately the same revenue as would be yielded 
if corporate profits wer e distributed and taxed 
1n the hands of stockholders . 11 

I must be frank 1n telling you that 1111 study of the 
Finance Committee' s proposed plan leads me to believe 
that it does not 1n any effective way incorporate either 
of the fundamental suggestions outlined in my message. 
It does not raise sufficient revenue . Equally important, 
it increases the taxes on corporate earnings which now go 
to st ockholders and still permits those stockholders who 
cBn afford to leave earnings undistributed, to continue 
the practice and escape surtaxes, except to an almost 
negligible extent. 

In other words, the amendments increase very heavily 
the taxes of those who now pay full taxes and do not pre­
vent the avoidance now practiced by people whose earned 
income ought to, but does not, pay the proportionate 
share of taxes contemplated by this and by former 
Congr esses . 

Honorable Pat Harrison, 
Chairman, 
Senate Finance Committee, 
~ashington, D. c. 

Very sincerely yours, 
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• TH!: WHIT!: H OUSE 

Honorable Pat Harrison, 
Chairman, 
Senate Finance Committee, 
Washington, D. C. 

• 
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Boa. 11&1'7 llo~U... , 
s.oretar)- ot the !l're&nr7, 
•utncton, D. 0 . 

Dear Kr. •or«ea.&a 

••Mnctoa, D. 0 . • 
...., 32, 11136. 

•• an illteree Wit ill a p1aa \o 'br1Jic 
Qo1lt a ~J'O'CIF a caplet• etUIIT ot the 111,1,.Uc .. ot the pre•oat t~ qat• u ett.ot.~ liT oorporate etr~»­tur" u4 otllu 4moe• wbioll tW \o pr"ct a11 aquUel!le 418\rt.'buUon ot the ~ lnarUa. We would lib to lwwe JVW 1'-a u \o U.. liNt Mtbc4 ot prort41ac Roll a •tu&IT. Could it "D. cl.o.J. 111 the !'reUm7 Depart­-u troulcl. 1t -o. tldrteabh to 1814..-.tlote tllt• • atu&~T 
thro"C}l a pro't1.81on tor a ep•lal ~dloa ot -ollancter, II'CIIIIh u a c-tealon ot tbrM W'bioll •oulcl. t.­olah the o-t•donar ot Inter81 a ... - u4 two otbar -bar• to be appo1dtl4 b;r the Pr•tcl.oatT 

oar ballet 1e that a pi'OpC' •tu&IT would require U..t OOIIpleh .ooe" be st. .. to the 
r-rcl.• ot the :aur- ot Intaraal a-,. u4 U..t, ill M41Uon, the lllltborl.t;r eelr1ac noh etu&IT el!oul.cl. k ... ,. wtth the rSc)ot w ._ nu .. _ u4 JIIIP&I'8 _, 
to .-k.e propar lll'l'"tic&t101l ot boob eto. 

We wov.U k pl ... tld \o -., 7VW u ... 
U \o Roll All illYMttcatlon with ~ RSS .. tiona JO• •lsht she, 1Aola41Jas cl.rath ot •=htat• \o be propoatl4 
\o the preeoat ~ bUl. 
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TREASURY DEPARTMENT 

I N TKR OP'Ple& ~MUNIC:ATION 

DATe ~ 28, liNIS 

1lle letter 1a 1 ta reclre.fted 101'11 woul.cl be taba b7 the 

s-tora to - tbat there aboqld be DO real izmtetiptioa. 

!beT ban po1Dted oat to • tllat the lolat c-lttM oa '!Uatioa 

would DOt co lato the •tter 1a ._. ~roup f u h1oa b-u• ot 

tbe ~ it 18 at P" .. t -utaw, wbic:h 1a u ton-a 

.,reotu, •· Parker woul.cl be 1D 1 Meta claqa ot tile 

~. Appo1Dted IIDd~ the old ~ 1D ADcaet, 18, be baa 

~ ·~ oppoeed tbe pr •••t bUl &ad tldDU oar ..no.- are 

too !deb, ta~ bea't'ier tuM oa tbe llttl.e t.Uoar. 

Bather tbu iDdicate tllat a •tud.T b7 the lo1Dt c-lt.taa 

18 all tbat 701l tll1Dk t.be PftlaDt aituatioa nqulraa, it woul.cl •­

to • better to a1.oopq etate tbet 701l ban DO .,....u- ot -.. 

4S 
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~ 28, 1936 

_ .......... 
1 a 1.._. -'•' .t ,.,. ,lelllt letter fll 

.......... ,u, ,_ latunt la • ,b. -. , .... 0.,. • .._ ri "- ...,... ... ., ....... , -

..... • effwtd 1ir _,...._ ........... IIIII 1U.. 

~. IIIII lldllalac U. ... If ---- _... ...,., ........ .._. .. ............. -.. 
..- .. ~•s..u• ..a -. ••s- t.t..._. tNft fll 
....... -u .. t.lllalatl-. 

lla "'- ., • ,... *' ,.,. - ............ 
o.-1\tll- latw 1 •s .... U ... I SIT' fJI 
...... ef Ull ..... ft I o.-iUII ..a * ....... 
...... OIMIIUII If U. .._, ... tlltlt n.n .... UtU 

c..ttt• 11M'"- natt •t a"' ..a.._ •••••• 
t1IIU11tlltltt11 ilb;a alM ... ~-l&a• 

... t.e._ " ----· " -w - "- ..... -
llllftUI " ...... --- .... ,... • ... " ... .. 
~uaa• .,._ a. "" - 11.e11. 

It I N~ ,.,.., 

a.. I '••l Ill. ..... tl .. tl, b • 
...... L. ... 
11a1Wila ... ._ ... 
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., ........... 
1 1 u .... _,_, ., ,_ ~· le\'- ., 

........ ···'-' ,.,. ...... " .. u. ..... ,_ • 
th 5- &tiJir at* .... laM.,.,.. • .,.,-
..... aa&ffa&Wlr ......... , ......... _,.._ 
.. 'Illes, .. ..CU .... Ula .... et I !II&• ..... 
.............. &tiJir ................. .. 
..a • ._, ....... _. •• au- ... , ...... tf&ft et 
ws,... .. 1..,de--. 

la ..... el \M filet tllat UlaN- &dllte a,... 
o..A\ .. - Jnd 1 •s '-\l .. II 4 I I ef 

S n et ........ " I o..&\ .. ...S tM ...... 
.._ o..tt• at \M .._, ..a t!&s .,_. tiiPt t11U 
o..&t\ee .. lte - n.tt at a I1'le • • V ... 
.. ..U - tM fo I 5 1&- It fW .... ..,. \lla T 
.... ._u .. .., .... u-w- .. •w'-­
asiDlrt'• .. eat -. •••= .._.,._ 21 rleal • 
._~ __ ,._ ..... _,..... 

M IDfi)F ,.,.., 

-. r' It-. ~lletw, "· 
...... leo ... 
III&W ... ._._ ... 

I I 1'-r 
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................ 
1 t n.._. _.,._ ., ,_ ,.._ ~n-. fll ......... ._,_ ............... ,... 

't ...... "JJ ... 'tJ Uti I fll ... p I '-...... .tt'wul"' _,. .............. ... 
.. 'fllllo ... ,,.,. .. 'til .... fll I , .... ....... ............... .... ,.1 ........ .. 
..,. • .._.tea"-_. r • rU.. to=!:=''•....,. fll ........ , .... _ ...... ., ........ , .... _ ............ 
o..tt• - Jlr1 1 •• ........ ., 

a .. ., ....... J" I o.. ............ ... ..... c-rt•• ., Gil ........... ""' .... *-
o.-.... -. "' - n.11 et • w '"' _. • u '""' .. taU-...... c..... . ,.. ,., Wt ... -
..... ._ ,, ........ ,, ..w - .. - ",.­
lltln'J• .. "' ,. a en '--'•• ....,.... • 
._ .... _, ..... - - ftodA. 

. ,., ... .... _ 

.,.,, .. 
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........... 
I 1 ... -'J'fl,..,.._.let._fll 

-. Dllo natllltf,.. tat '''~ '- u. ,._ fW a 
ai 0 ...... ., .. ..,.. ..... fll .. .. • -...... .,.,..... .... ,. .............. .... 
...,., ..a au=. .... .,..., 1 'Mt•....,.. ........... . ................ .. 
...... - a-ua.u. ............... ,.. •• ...,.. fll 
OS +laM '-~&dati-. 

Ia ..... fll ... ,... ......... - dr'le • ,..,. 
a...t ... • Jilin l ..,, tw.tt-. ;11 'fll 

9 .. tJt ... II I .. ft I a..& I- ......... .. 
.... c.. ..... t .. ll ........... ... 
0-.&\\eiliMlM-IMffd QIN ... IIM Iu?llt1r 
"..U a u. ta a; D ;a? 1 fW.., lilt "a • 
......_ U fi$1' , .. U-.M-•• M'Dii,. 
IIIII 'h ........ 1100 ........ rl' ...... 
~ ........... _ ...... 

... 

2 

' .... laftUet•, ho 
....... &.. a.?l ........... . ... 
. ,., ... .... _ 

• ,.,, 4' 
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TliE aECIIETAJtY OF TliE TllllAaURY 

WA.HINOTON 

JCy dear Senatorea 

I aclcnowledge receipt of )'Our joint letter of llaT 22, 

eteUng 70ur interest in tbe plan tor a tborougb •tudT ot 

tbe injuat.icee of tbe prea.1t tax B)'et.l ae etteeted b)-

oorporate structures and other derioes, and outlining tbe 

t;nle of co-iasicD wldcb lli&bt aake eucb a st.ud,y. You requut. 

rq ideas u to IRlCb an inftet:l&at.ioo ud eugpst.ions includ.iDc 

draft or appropriate legislation. 

Since the subject lies so peculiarl7 within tbe province 

or tbe Congres s, I do not tldnk it appropriate tor • to 

express an opinion on the policy or eubatenoe of .,ov:r pro­

posal . llowewer, I 1111 glad to coapl¥ witb 7our request tor 

a possible draft ot l.egielatioo •bod71nl tbe ~ plan 

outlined in .,ov:r letter, ud I eacloee it berftith. 

verr trul.:r 1our•, 

lblorable Bobert K. x..Foll.ette, lr. 
lblorable illl&o L. Black 
Ulaited States Senate 

so 

\ 

Regraded Unclassified 



111r o-r s.&tore1 

I Mbowlqa ...-ipt. at TOW ,a.iat. ut.w at ..,. U 0 

at.et.iac 70111' ia'--t ill tbl plea tw a 'iiDJ'Mila ·~ eC 

tb1 1aJut.l- ot t.ha FN•t t.u 8Je\ea .. attanad t.7 

~·w atructune Uld ot.ber 4 .. 1.eaa, Uld ...uJ.a1ac t.lle 

tiJ'pa or ~ada sllleb ai&ht. ..u auola a ·~· lau NCI~ 

IV 14 ... u to aueb aa 1a-t.1pt.t. u4 ••epet.t.a illela4iac 

lliaoa t.lae aubJMt Uu ao p••HerlJ td.t.llla t.lae ~ 

at t.lae Caapaaa, I 4o .. t t.ldalt 1t. ~priaw tor • to 

....... M apt•'• oe tbl peUq or nlle\eaee at 7- ,...... 

,.ewl. .'ftftr, I u i1a4 to IIMPl7 riU .,_, NC!Siet tw 

a ponible 4ratt. or l aci•ht.t. ~ U. 1-.1 pl.-

., . .....,. 
t "t'e lit•\ L ..,.,,,n.u. "· . "'s .... '- lllaek ............... 
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-Mar .... t.on. 

1 ublotll.Sca r..S.pt. ot JOW Jo1at. le\MI' at ~ u , 

at.&Uq ,-- Saterea\ in t.ba plaa tor a t.banecll ·~ et 

U. iJljuU.. at t.ba pn-t. \U 8711~ u ettac\ed b)' 

... 1deu .. t.o - · .. s.-u.u. Ul4 ~R~C&•U.. l.Ml.U.. 
clre.n ot appropria t.e l.SaleU.. 

&.D .. t.be aubJaat. U• ao pt•H•rJ.,J td.Uila t.lilt ~ 

et U. CoqH41a, I de M\ t.lllalr; U appropr1a\a tor • t.o 

llqii'Wa aa "P'•'• • t.lilt poUq or ..-\&Poe at.,..,,.._ 
pM&l. •uo•u, I aa &1a4 t.o -.&.1 wi\11 .,_, ... wt. r. 
• P''lllbb ~ ot t .S• t•U. ~ t.111t .-.,1 p1.a 

~ ill 7fllll1f ln\&1', aa4 l cahn 1\ llll'ftl~ 

• N• •••t. L ..,..nnw, 1.,. 
I .. ] ........ ... 

..... .... ... \& 
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Section __ • There is bereby eetabliehod a apecial COBllia-

aion of three meabara , one of whom shall be the Co.aiseioner or In­

tarnal Revenue and t.be ot.her two to be appointed b7 tbe Preeidect of 

t.be Uaited Statu, to be lm011t1 as the Special C~ssioo on Taxation. 

The C~sion is hereb7 eutborized and directed to llake a tull and 

o011plete atu¢7 and 1nveet1gation to detenoinea 

(a) Whether there ie sey substantial IIJIOunt of avoidMce, 

ane1on or violation ot the laws of the UDited State& ralating to 

1nc011e, estate and cift taxes and taxes upon corporations and tbe 

procedure for their •d•1nl stration and enforc-tJ and whether there 

erlat practices on the part of 413ente, attorn117e, accountants , ea:­

porta and other pereons which tend to bring about such avoidance, 

evadon or violation or otherwise to illpair the revenues of tbe Un1 ted 

States, or to prevent an equitable distribution or tax burdene1 (b) 

what utbods and devicea, whether or not t"-7 u;r be taebni~ 1n 

COilpliance rl th law or r eaul.e tioo, are uaed or avaUI!d of on the part 

ot taxpa;rers to avoid ~t of such taxee, with the effect of de­

f eating the purpose of Congraee to reach the eourcea of revenue con­

t•plated 1n the laws ;taposing such taxe&J (c) whether the lan of the 

United States cootain adequate provia1on for the ucerta1naent, preven­

tion and puniaiiMnt or such avoidance , nasioo and violation and of 

such practices, utboda and devicea. 

1. 
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The Commission ab&ll report to Congress as aoon as practicable 

the results of its at~ and investigation togathor with ita r.a.-en­

dationa. 

For the purposes of this section the Co.aiaaioc ia authoriaed 

to bold such bearinga, to ait Uld aet at such t.iaea and mcb plac .. , 

te employ, or te call upon departments and agencies of the Govern.ent 

for, such experts and legal, clerical, stenoarapbic and other aasiatance, 

te require by subpoena or otherwise the atteodance of aucb rltllau .. , 

including t.e.xpll)'era, and tbe production of such correapondenca, boolta, 

recorda, papera and doCU~~eDta, te adainhtAr aucb oathe, te taka such 

tAatiaony, and to uka such expenditures aa it ab&ll de.,. adVisable . 

For the purposes of this section, the Coamiaaion ia hereby epeciallT 

autborbed, and abAll baYa the right, acting diraeU¥ aa sueb Co.Uaeion, 

or by or through such exaainers or ngenta oa the Coaisaion u:r designatA 

or appoint, te inap.at &liT or all tax retunla and uke such use thereof 

and of tho intoraation cont&iDed therein at aucb tbea and in aucb 

MDner as it ~ datAraina. 

The members of the Comaiaaion shall receive compensation tor 

such days aa they ~ actually work at tho ratA of twenty-five dollara 

per day plua trnel lind aubaiatence expenaaa, except that no ccapenaa­

tioo oth'lr thaD travel ud aulleiatenca expaaaaa 1A the pertcnwaDca ot 

the duties natad 1A the c-iadoc allall be paid berelmdar te the 

Co.aiaaiooer of Internal. Revenue or te &liT otbar .-bar of the C.-.1._ 

oioo recei'riDg otber coapeoaation troa tbe lhlited States. Tbe C..Uaaica 
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aaa;r appoint • plo;yee• and qeDta berewlder witboat regard to tbe 

Cirtl Service law• and 11117 fix tbeir coapeantioa without r egard 

to tba Claestrication Act of 19~ u ~ed. 

The coet ot •teDosrapbic aenice• to report bearings berein 

authorized shall not be in excess ot tweatT- t in ceDts per luld.red 

words . 

55 

The expenses or tbe Commission, which shall not exceed t , 

are barebr authorir.ed to be peid out ot the appropriatioa, •Oollect.inc 

t be Inte:rnel lleTemae, 1937,• upon YOUcbere •iped br tbe CbeirMD or br 

atrr aeaber ot tbe Co.aieei on dol)- authorized br it tor such purpoee. 

,. 
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a.ns... __ 

eloa ot Ulree n r ban, - o! .... 1Mll -.. \Ill a-ieetoaer ot ~ 

... "" Miler - ..... IPfllaW ... tile PniU•\ 16 

\M GalW fta\ae1 to ._ .._ .. U. -...w a-!Nioa oa ta.U.. 

Till eo-tift• le llerellf' -~- _, UnaW w ..U • N1 _, 

e.pleie ....,. _, laftl\lp\laa w 4nermaee 
(•) ,_.., *" 1a ..., .. -...ual _, ot .-u ... , 

-u. • n.uu .. ot u. 1-. ot "" auw Maw• nl.U.C w 

--. ......... lit\ -- ... -- ........... "- .. "' 
,rn ' •• t• \MU 'tn'•ht.raU.. oad oatanmr\J .., willet \~~are 

•11\ Jrel\1- • tM par\ ot .... u, 1\Wnl••• u-ta\11 -

,.ne ... 1\1181' per-• wldu \..s to llorlac ..,.., -~~ _, ..... 

-.loa er .Ula\lM or 1\llerwlH \1 bpdr \Ill hi 11 ol \Ill lalW 

Jw\N, er to ,..., .. , a ..-1'-"- 4bW1a\1oa •f w. '-"-• (~ 

*' .. u.s. _. un-, ollltlllw or .. , --... .,. -.. '""'••UF 1a 

1 au•M w1Ua 1.. er r••'*"-• ......... • _n., ol oa tM JIU'\ 

ot ~WI \1 uftU 1'41 \ If Mill .._., wi\ll \Ill 16fll\ of ... 

flt\lq tile plll'piM 16 o.pull \1 J'IMII \Ill -~~ ef r&OMW -

\aplaW ta \Ill laoe hJrn' .. Mill \aaiiJ (e) ~\Ill 1.- u6 \Ill 

\,pace& 

u. .., rz• , , o1 ..- • ...uuu., -a• ... w1AII\la _, u6 

oaQ .,...U...1 -"'" _, dllfteao 

... 
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ot.u ...s.. a-_..., tU u.&r • .. ••"• wl._, .. a • 
.. tilt Olaeaiftrtta Aft If 1_, 11 •n'l•• 
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TREASURY DEPARTMENT 

INT'& .. OP'P'tc:& COMMU N ICATION 

:LO, 
OAT< ~ • • 111151 

•o BecretarT ..,r&eathau 

POON Ber.u. Ollpllant 

Qer=p Sube141w 

I de• 1t adrl ... ble again to bri.D& to Jour attent10D the 
Mtter of tbe 11qloa1t1on ot COUDtenail1Di dut1aa OD GerMD Cooda 
in order that JOU. -:r be adrlaed ot the statu ot the cue in tllia 
ctt1ce. 

61 

Oil £prU U the .t.ttorDq Gneral eu t'urDiehed with a COP7 
of • _,r&Dda addHaeed to 701& Oft £prU 111 1n reprd to th1a 
•tter aDd with otller <lata COTViDI tbe facta aDd law 1Jmllnd. .U­
tbouch 700. wen aannd that he would adrlaa tbe Prea1d•t before 
~ 1 •• to the propriet,. ot tha act10D con~ted trr tha TraiNrJ, 
DO word bu been rec.S.nd u to nell adrlce ba't'1nc b- c1YeD· 

I t b.o;ua .ore aDd .ore difflcult to llitbllold a dat1n1t1n 
rul1nc u to tha appl.1cat1on ot -tern.1l.1nc c:lut1ee 1n th1a cue 
in new ot the luiateDce of d-t1c interNta, part1cularl;r repr ... 
aaatatbea ot tbe paper, ..... line, feather, a.d bareeabcr. 1Ddlwtr1M, 
that the rellet wbicla the lan COGt4illplate 1a be1:ac ub1trui.l;r llitb­
lleld hoe "-• .t.D ae.rl;r d1apoa1t1on ot the cue 1a elao lD'C•tl;r 
required b7 rea- ot intoratioD 1n reprd to cun ID"7 pzooedare 1n 
COUiltr1N other tbaa ~~ part1c:ularl;r 1n lllmprJ ud Ital;r, wbicb 
1Dd1catee that ateu1n 1DYeatipt1ou aboul.d be Mde prcll!ptl;r 1t tbe 
r~ta ot the law are to be obaernd. 
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After r eading the attaohed memorandum prepared bJ Ire1 
on the New orleans income tax oa•ee, I called Bob Jackson 
and I said, 1D view or what had happened,I wanted to raise 
the question with him ottioiallY aa to whether or not Vioaoa 
was tit to tr.y these cases, as I aeriousl1 doubted it. Jaokeon 
eai~ t hat the court had appointed him and not the President. 
Then he asked me, "Isn't Uoody handling these cases,• and I 
told him that I did not know. 
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BUREAU OF INTEitNAL ltEVENUE 

O~l'lC8 O P 

CHIE,.. INTELUGa:HC& UNIT 

..,. 11, ltse. 

llllllfWQDl JOR !Ill s e:RtiQT: 

In a nota t o 70u 011 1117 lith I adneed ot the dle­

poaiUon ot the ou•• ot the det-...te under indiot­

lltnt t or 1DCC>Bit 1eX T10la\10Dt 1D · - orlMDt 0 and 1D 

the aame ••oranda I outl1De4 the at•~• ot the ~-

1DC ceau . 

OD ».17 llth Biok :reundn pl.Ued 1'111\7 before 

Cbiat Circuit Jlldp Poeter, .,.. ••t•eed to JleJ' a t1Da 

ot ~.00 and required to JleJ' 1Dto tile 1nhrnal rn.ae 

hia taxea and panalt1ee ..ouD\1nc to 13,892.97. 

OD Ma7 14th a plea ot nolo eontend- wu entered 

before J\148• :roeter tor the Louiaiua Q11an7 ~, 

c. o. Nichola, a. a. SUitt and a. a. 11Ue011. 'ftoe flea 

wu accepted b7 the court who t1De4 t he corporation 

$1,000 and eau ot the 1n41naau ..... ttoo.oo. 'Die 

taxea allcl panalU•• atated in the 1Dcl!o-t, UIOWltiDC 

to $2'1 ,MO.OO, •are aleo raqutred to be paid. ~ 

ltlaa ••• ill"YolTed •• - ot the 4atftdan\e 1D \hie caea. 

He 414 not tnter a plea and the oatted Statu Attomer 

..,.,e4 to dial• \he .... u to bJa bMu .. loa btlined 

tba l eiea caaa t o be a~ ••· 'ftle - .. cliat....S. 

~tl7 011 raoeipt ot tile talasr- w1 \h ratannca 

to th1a cue, I inquired of the De~\ ot Tcla11ce aD5 

wu told that 1Jll1 ted s tahe J.UOl'llBJ vtoeca ht4 bHII 

di rected aot to 4ha1ee &ll7 ot thMa -• witbCMt apao1t!o 

41raciion ot the Department ot TlleUca, and \bat ao tn­

atruc\1011 tor cliaiual he4 bMD CiTeD bJa 1D the o ... ot 

S.,..our lat... I tlaaraupoa (1117 1&\11) talapbclla .. Ill'. 

Burford u Bft orl...,. aD5 aa told tbat he lla4 clleeuued 

the uttar w1 th Ill'. vtoeea, no etatat lila 1oM 'liMa 1D 

h lapbona ccaT-Uon With J.ui a\ant ~.ttone17 oa-1 

l - HTU'al tiMe and that he heel bHII told b7 Ill'· 

l MD.an \bat U ... al.rtpt t or ~ to p alaM4 and "" 

what be thoq&)lt beat 1n 1hHa -•· Ill'· !lllrfon 8814 

that Ill'. Tioeca lied aleo told bJa he Iliaci r ... CIIl to btl1-

tbat th~ ~' ot Tclnloa -\a "1o loa 114 ot tlaMa 

caaee at &ll7 ooat.• 'DI• ao11on tat .. _, tile Ulited 11\ataa 

.U\OniBJ 1D Uai .. ia& ... - U to ICJWIU .. 1 ..... 

• c<aplata •UI'JI1•• •• 11r ... ~. eo, u 7011 ~. 

baa b- 1D eetl'N a11arp at tlaaM t.anaUptlCIIY tw 

about three 7..,... Ill'· n•• ... .--1.rar-t 111• 
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uohtet, .tlo no '1Mlol.l7 ....._. 111 ho\IJ.ac IIQbpoeuo 
ond dol.D& other uoeoMr)' work P~pVetQr7 to tbe trtah. 
The lew paruar ot Senator 1oe Rob1aooa, a lfl', Houoe, 1 
~pr .. etod dotndu t WU.oa 111 Ute Lou.hiua qtavZ7 
caee aD4 Ill'· V1ooca t old Ill'. BUrtoJ'd he uadorotood repre­
eentaiiono bad been •de to the lihUe B- 1n the 
iater .. t ot thh oue. 7!11• seemed to he"• oauoed lfl', 
Vioeca ooaoidorable ooaoera, 

11r. au-ford 1ntonood. • that th .... wu ao aeed tor a 
nolo coateadere pl .. 1a thio oaoe; that be had bean 1n­
t ome4 b)' the attoru)'o tor Schitt U4 Nloholo that the)' 
were Wlllins t o eater otraipt pl ... ot cuilt)', but 
Wilson•• attoroe)' U.1ote4 oa a aolo ~t .. dere plea. 
He alao otated ha hu bee told that •the Lons el-t• 
in Now Orleau h preedJI& 1'1oeea to dlopooe ot the" 
ceaea 1n a 11a7 oathtactoJ')' to th..-1. .... ud that he 
hoa beeD prc:aloed that, 1t he 41d eo, hie appo1a111l .. t 
u llbt ted Stat .. A.Uora.,. would be cont1med at Ute nan 
••••ton ot Coacre••· 

'!'be 1ndicQient ap.illot s.,.oor wet .. ia the Lou.1o1ua 
~ll&J'Z7 C<DPaDT cue wee one ot three 1nd1etMJlb peDd.ia& 
agolnet hb>. A.DOther ta .. ohoo h1m 1n a conopi rac)' char&• 
1n the Hartwts liON :tuu.rance A.&eacy cue, ud the third 
1a on 1nd1otmet aga1not hb> on hie 1ndb1dual income tax 
r eturn , Becau .. ot ., tear that )11', Ttoooa llilht Mire u 
ettort to d1..t ae the rem&lnlll& t wo cueo ac-tnot Se)'mOur 
Weiu, I eadee .. ored on the -rntns ot the Ulth to ooatact 
aomoone who llipt be 1n • poo1t1on to pre'feat ellch a -· 
Nl1D& t o coataot )11', 1aoltoon, who wu out ot toea, I 
tallted wUh Yr. Bo)'d, 1n charp ot t he or1111nal eueo 1n 
hie di't'hlon ot the Depar$MJlt ot ru.uce. Be told • 
t hot on the 4&7 prntouol7 t h8)' had eent a t elecz- to 
llr. Vtoeca , dlreottns hb> not to 41..SN &liT ot the ..... 
pendins Without t1rot MOUJ'1D& 1notrv.cUou trca Ule Depe.M­
ment, I •U&Peted to Mr. BoT« that be taleJbone Yr. 1'1oooa, 
which he did. Be we told b)' Ill'. Tioooa that while he had 
recehe4 oral 1aotrv.cUODo trca )11', s-u 1[0)' ot the 
Depar111lont ot llloUoe aot to di..t" tho" eueo, he ha4 aot 
recehed the telepa tmUl after the oue hod b- t1nal1T 
d1mtue4, H1o exouoe tor d1..t .. 1ac the ....... that he 
telt a would han to be dODo -tiM &Dd that a llipt 
look better t or the Oo~t 1t it wu doae ot the .... 
t iM d1opoo1U• wu ado ot \ha -• ac-1aot the other 
deten4eto. IIJ' , Bo)'d told • that 1n tbio OOil .. ere&tlOil 
ha p ... T1oooa opee1t1o oral tnouuotiono &&&1D to do 
nothtns With reop"t to th- -• wHhout 41reet1oa tn. 
the Deper-.' ot ru.uoe. 
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OD SatiiNq ~111C u ••t ll:tl, Aaalatut .t.t­
tonay GeMftl ll:Ma&Jl '-lepboae4 - ad atde4 tllat be 
did not anUolpda tllat 'Ylo- ~• tab \ala aoUGII 
ha 414 1n tlla S.,acoar Walu - an4 tllat u -. a 
1urpr1 .. t o 11111 nu lie retunle4 to llaalllac'OD u4 
t ound tllla parUoulv - qalut Walu lla4 'bMI:I 4b­
ai .. a4· Be atate4 11e lle4 he• try1Jic to a•• 1n touu 
n tb tba s ecretary but coul.4 110t do ao lleoau .. he -. 
out ot t OWll, but that be Wlltacl - to OGIIYey to U.e 
s ecretary the •••ease tllet U baa b- lila oODataat 
dedre aa4 PQI'PO .. to writ wltll tile ft'M.A1'7 ~' 
one bua4ra4 par Milt ill the• ..... u4 the\ 1t llaa 
bean lila llltaaUoa aat to pam!\ UT'b.lac w he 4oae 
ill reepeot to the ~ Wal .. - wUIIout tlae ap­
pronl or tbe '!'Haaury De,.,.._t. B• .tatacl be ftlltacl 
to ueure ua that ao aouoa look1JI& to \lae 4181aaal 
ot the ..-illliiC Wft orl- .,._ w1ll he taltan W1 nout 
the tall kaowl ..... ot the 'lreaa1ll'7 l)epar-.t u4 u 
opportulll ty tor reo ...,.,.u .... 

Beoauae 110'. 1aoltaoa - llaa tall reapoaalblllty tor 
tbe ban4Uq or theM o••••, a 1e ., purpoae to ... Ilia 
a t bla earllaat oonYalllaaoa aa4 41aouaa tllaaa mattara 
tr1 t b hi.JI, 111 or4e tllet he aey be tully 1ntol'llad u4 
llliiJ take auoh aotioa to eateguarct \lae 1nhreah or the 
OoYarmaent u h• llelleYea neo••81'1· 

I tMl that 1t 1a aot oeoeaMJ'7 tor you to 4o &ll7-
tb1DS ri tb raepeot to tbaae .. ttN"a a\ \!ala Uae, u I 
now llel1na n w1ll baYe tall opportulll ty to ~,.... 
ounelYea he tore &ll1"1b1JI& 4et11l1 te 1a •••· I • aN'e17 
.. nd1JIC thla -read- ln GJ'Iler tllat J'OG aey he 1ntoraa4 ., ... ,_,_ ...... _ -· ..;if 
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c 'etme w..n..a ... Mlll:n1 ... , , . 

•· m•r' rt 

1-'Js•• 

1. ., s.nncu- - c:.u.n.n - -- ..u..u.. .... 'Uiler ~ o.tt., CMl ~ slu '• ,. ro,...n. 

t. ., ~ eleue 1a Gem • C..vaeu t.U. ....,. Ute 
C-''e dtl1"• aM Ula' .U .,,... ,._. ~ .-.. 
t.w OMl she" -~ \e M -s.. \M olaue W.. 
a.i~W. 

•• . , 1~ -u be ~ - ,._,,. tttr . .... fir ... 
dqs U.. en·' s•'• el e.l ..Vac\e saW U 1s • .._ 
~ w!Mth• twU r l,.t•taUoo wU1 be 11M d tllb ....... 

( n 0 "ph8nt 

ce • 1-.N, '-'• a.cr.-.,., r P I$ ........ 
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TREASURY DEPARTMENT 

INTD OI"'I''CK COMMUNICATION 

D ATa .. ~~ 19.36o 

TO 

Bob lealrega rl' I • at. 9150 ~. "'1M Seorat.a17, :tr.,, 

JO\l a.Dd l aiiDa]d pt. t.optha' ..S t.alJt OWl' tile ~iua G.tat.iGD 

otberwiee 1t. 18 aoiDI to aat. all •••ed up bati!HD tbe Departaaata. • 

litb a ~b, be aaid, "l llaw oelled tbe Seorat.al7 a ..- ot U.a 

aDd be na out., ..S tb8 Seorata17 11aa oeJJed • baok a ..tier ot U.. 

aDd 1 ... out. •• 

I told Ilia that. it. probabq wwlA llaw to ao anr ..til 

Tueedq, bat I ~ p'ft JW hie ....... 
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I spo~e to the Attorney General and asked h1a what 
about th1e matter of V1oeoa down 1n New Orleans. He 
replied, "I have spoken to Jackson and told him to get 
in touch with you personally.• I then said, "Are you 
not disturbed about what happened over last week- end,• 
and he said, "Why, no! Henry, take my word for 1t. 
That 1e nothing to get really disturbed about.• 
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rsador 
Lubin: 

!IIIJr : 

L: 

!IIIJr: 

L: 

!IIIJr: 

L: 

!IIIJr: 

L: 

!IIIJr: 

L: 

f!I.IJr: 

L: 

!IIIJr: 

L: 

HIIJr: 

L: 

!IIIJr: 

L: 

Saturday 
May 23, 1936 

Hello 

Hello, M.r . Lubin. 

How are you, Mr . Secretary? 

Pretty well, thank you. 

Say, I called you with regard to the question of the 
Soldier s ' Bonus. 

The Soldiers' Bonus? 

Now this expenditure of funds by the soldiers 

Yes 

- is going to have a very definite effect upon the 
absorption of the unemployed in certain industries . 

Yes 

The economic effect of that is going to be the cause 
of discussions for the next fifteen years when they 
want other new types of money . 

Yes 

And I really believe it's very important that the Admin­
istration know where the money is going . 

Yes 

It is our suggestion and the Central Statistical Board ' s 
suggestion that it would be very simple if, 1n every 
say three hundredth envelope that had a check, a simple 
schedule asking, say seven or eight simple questions 
were enclosed with the request that if they ' d care to 
answer we'd appreciate it . And let these go back to 
the Veterans • Bureau to be tabulated. I've been check­
ing on the automob~e employment situation -

Yes 

And I •ve been told b7 the autoaobile people that they 
think that about two-thirds of the automobiles that will 
be sold aa the result of the bonus have already been 
sold on notes i n anticipation. 

Yes 

llow, in view of the tact that this 1s go1.ng to be an 
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economic ,uestion for the next five years 

HIIJr: Yes 

L: 

IDIJr : 

L: 

HJ.Ijr : 

L: 

Hlljr : 

L: 

HMJr : 

L: 

HIIJr : 

L: 

HIIJr : 

L: 

KIIJr: 

L: 

I!Kjr: 

L: 

And of interest to every Secretary of the Treasury, 
I was wondering whether the Treasury thought the 
thing was important enough for us to push it? 

Well , I tell you who I ' d like you to talk to, because 
he ' s been handling this thing entirely for me and 
that ' s Dan Bell. 

Yes 

Do you mind calling him? 

I 'll be glad to. 

Because Dan you know him well , don ' t you? 

Yes , I know him very well . 

Well, be's been handling this whole thing and it you 
don ' t mind talking it over with him and after he 
makes up his mind he can come t o me and I 11J give him 
a decision in five seconds. 

Oh, that ' s swelll 

If you can sell it to him. 

l' 11 be glad to. 

Will you mind? 

I'll be glad to. 

I mean , I'm not I'm giving you to somebody im-
portant enough who can make up his own mind . 

Well , that will be fine. 

Thank you. 

All right, thank you. 

• 
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Operator: 
Elmer 
Irey: 

l!IIJr : 

I: 

IIIIJr : 

I : 

l!IIJr: 

I : 

m.!jr: 

I: 

l!liJr : 

I : 

HJ.I jr : 

I : 

llll jr : 

I : 

llliJr: 

Saturday 
llay 23, 1936 

Go ahead 

Hello, Ur. Secretary 

Irey , I 1ve got the following memorandwm from Oliphant -
i t' s dated today . It says , 1Bob Jackson phoned me • -
meaning Oli phant - •at nine-fifty saying the Secretary, 
Irey, you and l should get together and talk over the 
Louisiana situation otherwise it's going to get all 
messed up between the departments • . Bow, Oli phant told 
him that I couldn 't do it until Tuesday . What 1s the 
situation? 

Now, you know I told you in my last memorandum that we 
were going to have that conference . Bob Jackson --

Can you talk louder? 

I told -
you 

Yes 

I told you in that last memorandum I sent 

- that we were going to have that conference. 

Yes 

Bob Jackson called me t his morning and told me about 
this reques t for a conference with you and I said, 
•Well, Bob , we don't want t o have a conference with 
the Secretary, we want t o have it among ourselves - 1 

Yes 

'and then tell the Secretary what we think should be 
done aft erwards • . 

Yes, yes 

And he agreed with me on t hat and he said, •well , we'll 
get together then before we see the Secretary . 1 

call a conference and waste your 
time until we ' re ready to make some definite state.ent 
to you. 

Well , supposing I call him back and tell him that? 

That would be f ine. That' s exactly what I told him 
t hi s mo:ming . 

Did you where did you talk to him? 
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Hll jr : 

I : 

l!ltjr : 

I : 

Hlfjr: 

I : 

HliJr: 

I : 

R!.lj r : 

I : 

lillJr: 

I : 

liLijr 

1: 

-2-

He called me here in cy office this morning 

Yes 

And I didn't know this me~orandum had been sent , but 
he said that he had been planning With Oliphant to 
meet with you . 

Yes - \fell , I 111 call hilll and tell hilll what you said 
and tell him I wish I don't see why t .hey can't get 
straightened out in this thing. 

It isn't anything to bother you 

•God l' - the Attorney General won ' t even- won ' t sit 
in on it but that ' s neither here nor there . I'm 
interested in this . 

Yes 

But - I don't see what all the fussing is about. 

There is no fu ssing at all. 

Wha t they need is a good lawyer down there to try 
this case. 

That ' s all and that ' s what we fellows ought to work 
out and not bother you with it until we ' re ready to 
tell you what we ' ve done 

Well, I'm going t o call him up and tell him that. 

And Keenan cal led me yesterday and he said he wanted 
to have a conference -- wanted to be in on a confer ­
ence . I told him about this conference with Jackson 
and told him to get in touch with Jackson . 

Wel l , it seems to me t hat Jackson should call the 
conference and ask the people from the Treasury that 
he wants . 

That's right , exactly . 

I t ' s h i s responsibili ty. 

And I've recogni zed that ever since he went over t her e, 
as you told me , i t ' s hi s baby now 

But he 

lfo 

but up to now he hasn 1 t taken 1 t • 
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What? 

Ho, tnat•s true, he says he's been busy or course on 
these other things and I realize that he bas been. 

Well, I'm going to call him up and I ' ll call )'OU back -
where a.re )'ou? 

I'm down at the Commissioner ' s office now but I 1m on 
my way back to my office . 

O. K. 

I'll be 1n my office. 

All right . 

All right . 
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I!Yjr : 

I : 

Hlljr : 

I : 

Hlljr: 

I : 

Hllj r: 

I : 

Hlljr: 

I : 

!Dijr: 

I : 

li!Jj r : 

I : 

Hlljr: 

I : 

Hello 

Mr . Irey 

Hello -

Saturday 
Kay 23, 1936 

Yes , Mr . Morgenthau 

I 1ve spoken t o Jackson -

Yes 

And I suggested t hat you fellows get t ogether Monday 
before you see me. 

Yes 

Now, after all, he says the whole thing boils down t o 
whether Viasco should be superseded or not . 

Yes 

And I told him t hat that's a decision that only the 
Attorney General could make . 

That ' s right . 

And I don ' t think it ' s up to us to tell them whether 
they s oould or not . 

The only thing that I see that we should do is just 
g1 ve them whatever infor:nation we have. 

Yes , whatever information - and the r esponsi bility of 
trying the case is theirs . 

Yes 
And well, Jackson says he doesn' t know. I said , 
•Well, I can't help it 1 , I said , •the re~ponsibility 
is the At torney General ' s~ and I spoke to the Attorney 
General at Cabinet and he said he bad placed t he entire 
responsibility in Robert Jackson' s bands'. 

(Laughs) Yes 
don • t see why I should get into it at 

ever ything that is disagreeable 
lap anyway. 

Personal.ly , I 
all, but I 
always lands 1n ~ 

Well , I was pretty JIUCh wrought up when they told me 
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they were arranging a conference with you because that 
was never contemplated when they talked to •e about a 
conference before. 

Well this is a decision that the At t orney General 
should make. 

Yes 

And why should he duck it? 

Not at all. The only - only part we have in i t is t o 
give him the benefit of whatever our files m~ show. 

Why sure, and I've had t o t alk and we give t hem what 
they want the way they should try the case is 
their business . 

Yes I•m awfully glad you 

llloljr : He said the Attorney General will do anythi.ng that I 
want , - well , I didn ' t want him to a ppoint Mr. Igoe 

I : (Laughs) 

Hllj r : 

I : 

lll(jr: 

I : 

llliJr: 

I : 

!!lljr : 

I : 

lllljr: 

I : 

lllljr : 

I : 

Hlljr : 

- in Chicago. He did t hat -

I'll say so. 

And now look ~t the mess t hat we 1re in. 

Yes 

Why should I 
it on me. 

what they 1 re teying to do is to put 

Yes and they want you to hold the bag . 

Well , I 1m not Attorney General. 

Yes 

And if anything goes wrong he'll say , •Well, the Treasury 
told oe to do so and so •. 

Well, you ' re absolutely right in that s tand Mr. Morgen­
thau, t here can' t be tmY question about it . 

Well 

And he ought to resent your teying to tell him to 

Vlell, he doean•t, he .ants • • to coae in 011 it . 
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HIIJr: 

I : 

HIIJr : 

I : 

Hlljr : 

I : 

Hlljr : 

I : 

Hlljr: 

I : 

HIIJr: 

I : 

Hllj r: 

I : 

RII Jr : 

I: 

l!lljr : 

I: 

Hlljr : 

I : 
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Yes 

VI ell, you fellows see him Monday and see llhat happens. 

All right, and I ' ll let you know. 

I mean, there' s no difference, we give them the evi­
dence and we place the evidence. It's up t o them 
to try t he case. 

Yes 

I don 't like it at all. 

No , I think you ' re absolutely 

I don ' t like it at all . Then if anything goes 
wr ong it' s because of what we told them . 

Yes 

Now 

They want the bag held over here right along. 

Wel l sure and it ' s up to t he Attorney General of t he 
United Stat es t o t ry our cases and if he can ' t try 
our cases l et him say so . 

Yes and he ought to resent us telling him what to 
do a bout trying t hese cases. 

Well , he doesn 't, he wants he definitely wants to 
place it 1n my lap, what we should do a bout Viasco . 
Now that ' s his responsibility. 

Of course that's been Cumm.ings' attitude from the time 
I first conferred with him when you sent me over t here 
a year ago or more . 

I know - well - I wasn ' t born yesterday 

(Laughs) 

And all I can do is to have our aen not leave a stone 
unt urned to get the evidence. 

No 

Then we put the evidence at the disposal of the -
of the Government 1 s lawyer and it 1 s up t o them to 
carr y it t hrOUih• 

Yes 
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SKjr : And l ive up to their oath. 

I : Well -

~jr : Is that right? 

I : That ' s a bsolutely right . 

B»jr : 0. K. 

I : All right , sir, goodbye . 
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Saturday 
llay 23, 1936 

HJ(jr: Bello -

Operator: Mr . Jackson 
Robert 
Jackson: Bello 

HYjr: Bob Jackson? 

J: Yes 

Blljr: Henry llorgenthau -

J : Yes 

HMjr: Good morning 

J: How are you thi s morning? 

Hlljr: l'a all right . 

J: I got in touch with llr. Oliphant 

llloljr: 

J : 

llloljr: 

J : 

lllljr: 

J: 

lilfjr 1 

J: 

Yes and then he sent me a memo and I just got it. 

Well - Tuesday he suggested . 

Well now, here's the thing . Since talking to him I've 
talked to Irey and I don ' t - I don 't want this 
thing held up on my account and I rey feels - said 
he's also talked to you. He thinks that you fellows ought 
to get together and agree before I sit in on the thing . 
As a matter of fact in Cabinet I talked to the Attorney 
General - I asked hi.m what the situation was and he said 
he had turned the entire matter over to you. 

Well, of course - everybody i s willing to t urn it over 
to me and Just leave me between a United States Attorney 
who is not a very satisf actory fellow and 
gi ve me that kind of t ools to work with and then look 
to me for results , you know? 

Well, the point the point 

You see a, point , don ' t you? 

Well, the point , I mean I want to take a couple of 
mimltes - the point is I don ' t want to feel that a 
tbin& that is as important as this is held up even 
a dAJ' on a, account . 

Well , I don' t think that it - can be moved 8117 faster 
UIJW87• 
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HIIJr : 

J : 

l!lljr : 

J : 

HWJr: 

J : 

HliJr : 

J : 

Hlljr : 

J: 

Hlljr : 

J : 
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J : 
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Yes, but I mean Irey seems to think it - you 
could get places if he could have a talk with you and 
whoever you wanted. 

Well I'm willing to talk with anybody about it . 

Well , I mean , let's you and I mean, isn ' t tha 
initiative with the Attorney General's Office? I 
mean the responsibility to try this case is theirs . 

Well, the responsibility funda~entally is Viasco •s . 
He is the United States Attorney 1n that district . 

Yes, but we haven't the United States Treasury 
has no supervision over Viasco . 

Of course the question really gets down to Just t his, 
shall we supersede Viasco? 

Yes , well now, what can I do about it? Let ' s call a 
spade a spade . 

Well , - when it comes to that , what can I do about it? 

What 

You see the position I'm in . Here ' s the United States 
Attorney in that district -

Yes 

Now, it gets right down to this, shall we send somebody 
down there who will of course be hailed as coming from 
the - from the Administration and take this case right 
on the Administration map or shall we treat it as a regu­
lar case to go the regular way through the United States 
Attorney? - 1n which case I have a strong suspicion that 
the case won't get anywhere. 

Well, now let me ask you this, Bob , after all you and 
I - don't hav~ to handle each other with kid gloves, do 
we? 

Ho thank Godl (Laughs a lit tle) 

If the Uni ted States Distri ct Attorney i s to be luper­
seded, who does that? 

The Attorney General -

Well, that ' • it . Well now, what's the use of sitt!:J 
down with sa? I sean, I spoke to his 1n Cabinet 
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J : 

Hlljr : 

J : 

HIIJr: 

J : 

Hlljr : 

J : 

Hlljr : 

J : 

Hlljr: 

J : 

Hllj r : 

J : 
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he told me he had placed the entire thing in your hands . 

Well , you see I get such conflicting reports as to 
what the President wants in th 1s thing . On the one 
hand we have Joe Robinson ' s partner going down there 
and representing these people and representing that 
the President wants these ca~es disposed of. 

Really? 

That 's in Irey 1 s report . 

Yes 

You saw that didn ' t you? 

We11 , the inference -

Yes 

I mean, he doesn ' t carne out as point blank as that , 
though. 

No - I know, but I haven't any doubt that he conveys 
that inference because it • s been talked of at the 
Whit e House . 

Well 

Certainly the inference. 

I'm willing to stake my reputation that the President 
of the Unit ed States has never said anything t o anybody. 

Well , - it's diff icult for me to know what to do . Now 
I want to do what he wants and I know that 1f we desig­
nate a special man to go down there and supersede 

Yes 

- he'll in all probabilities get licked because he ' ll 
have t he local fellows against him. 

Yes - And what • s the positica or Moody? 

Moody , as far as I can get at it, is a ad about something 
and having noth1118 to do with the case. Be l et us down. 

Well I mean, bow can t be Attorney General not get into 
this t hing? 

Well , I I suppose be' s got to get into it. 

Regraded Unclassified 



-4-

h:lJr : Yes -- After all be 1 s the GovertlJIIent • s lawyer . 

J : Yes but of course Viasco is t he lawyer in that 
di stric t. 

H»jr : Yes 

J : That is if it's going to be handled as a normal case 
Viasco would try it . 

l!llj r: Yes 

J : 

llllJr : 

J : 

l!lljr : 

J : 

IIKJr: 

J: 

IUljr : 

J : 

l!lljr: 

J : 

l!lljr : 

J : 

l!lljr: 

It it -
treated 
sent of 

Well 

if we send somebody down there they'll be 
- regarded as being sent by and with the con­
the President . 

And it will tend to make an Administration case of it. 
Now, the question i s , with the situation there whether 
we ' d better do that or whether we ' d better let it go 
its nor mal course. I think probably we ' re up against a 
licking either way it goes . 

Yes 

Because we have no success sending Yankees down there 
to try these cases in New Orleans and if we leave it to 
Viasco we ' re pretty certain that he won ' t accomplish 
much. 

Well , what do you think of Irey's suggestion, that you 
people have a preliminary talk before you see me? 

Well , that ' s all right, I told him that we ' d be 

Pardon me? 

I told him that we ' d better get together before we 
talked with you. 

Yes couldn 't you do that Monday? 

Yes, I could do it today for that matter . 

Well -

But the decisi on has got to be mede by somebody in 
more authority t han I have. 

Well the decision - tbe first decision has to be 
made 1 by t he Attorney General, I mean, I've got no right 
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J: 

Hllj r : 

J : 
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to tell the Attorney General that the Onited States 
District Attorney should be superseded or not. 

Well, I think - I know that the Attorney General 
wants done whatever you want aone. That's been about 
all the instruct ions I 1 ve bad f r om him was to conf er 
with t he Treasury and go along and do what you wanted . 

But, I mean, you take Yr . 
situation there is 

Igoe in Chicago, I mean the 

that - ? 
if you know anyth ' ng abou t 

Yes, I know it ' s bad. 

But but that ' s a bad situation and Irey r e-
port ed against Igoe before he was appointed . 

Yes -- we 've got bad situations in several places, in­
cluding some 1n New York state . 

Yes 

As I say, it ' s a little discouraging sometimes to be ex­
pected to use t hat kind of material . 

Well here ' s - if you' ll get together wit h Irey and who­
ever else is in on this in the Treasury - I don ' t know 
who Oliphant has on it - and whenever you fellows are 
ready I ' m ready . 

I see . 

I haven ' t ducked this or anything else since I 1 ve been 
her e . 

Well, I - I understand t hat . 

And I ' m ready any time. 

It ' s a darn difficult decision to make. 

Yes - But the decision as t o who should r epresent 
the Onited btates Attorney General ' s Office - nobody 
can make that decision but the Attorney General. 

Well, he ' s perfectly willing to follow whatever course 
you want on it . 

Well, I think be ought t o make up his own mind. 

That 1s as I understand it the Treas111'7 selected 
Woodcox . 
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No, I don't tb.inlt so. I think that that was m&de 
over by the Attorney General, I think. But he was ac­
ceptable t o us, he was entirely accept able t o us . 

That wasn • t -
here . 

that wasn' t the way I understood it 

Well, I 1m not sure, but I thought that - hello? 

Yes 

I thought he was - in any event he was accept able 
to us whet her we picked him or not. 

Well, of course I I want to do whatever 

Yes - Well, I get - without your saying I 

I'm 1n a little bi t awkward position -

Yes, but of course right now, I mean officially, I mean 
if I ever had to say anything, I mean the Attorney 
General said, 1 I put it ent i rely in Robert Jackson's 
hands '. That ' s what he tol d me Thursday . 

Yes 

But , if you'll call I rey over and get together with 
him and Tuesday or Wednesday, whenever you fellows are 
ready I'm ready. 

Yes, all right, that ' s f ine . 

Do we understand each other? 

I t hink we do. 

I think so. 

All right. 

And - too bad about Lehman isn' t it? 

Yes, it is, that ' s very regrettable. 

Yes 
I - I am hoping that he can reconsider it . 

Yes 

Because 
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Well, Bob, let' s take a horseback ride together aoae 
time and we'll talk about the 110ods and the birds, 

I'd like to do that - tb~' re 1111ch more inspirinc 
than some or the (Laughs) other things we haYe to 
deal With . 

o. lt. 

All right . 

Goodbye 

Goodbye. 
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llay 23d 

Secretary Ubrgenthau called a meeting 1n his office 
this morni ng at 12 o ' clock on the Tax Bill. The followin~ were 
present : 

Yr . Oliphant 
!Ar . Gaston 
Yr . Seltzer 
llr • .,urphy 

Yr . Helvering 
l.lr . Haas 
L!r . Taylor 
L!r . Upham 
l.!r . McReynolds 

Ur . ~orgenthau to llr. Gaston: Unke a note that a copy 
of the President ' s Tax Yessage is to go with this thing so he can 
refer to it. 

'lot e : Yr . Morgenthau read from the Finance Cormuittee' s 
Tax Plan as or !loon Today - May 22d. 

Mr . Uorgenthau: Well they wouldn' t pay the 18%. 

Mr. Oliphant: Their share pays it . 

Mr . Morgenthau : Could you work i t like this - "but 
before r eceiving their dividend the corporation would already have 
pai d 18% t axes• . . 

which 
Kr. Gaston: After/ their dividends 1'10uld be r educed 1~. 

Wr. Oliphant: Your point i s they don ' t do it. We 
will correct tha t . 

llr . Haas: It is collected at the source . 

Ur . Oliphant: We will correct that . 

Mr . Morgenthau: That can be changed . 

Mr . Gaston: Very easily. 

llr . Morgenthau continued reading . 

l(r. llorgenthau: I don ' t like that tax avoidance . That 
goes into just what I don ' t want to go i nto . 

llr . Yorgentbau: The part that I don't like is that 
of l arge stockholders of large i neo .. s in control. I don'' like 
him to say that . 
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Mr . Gaston: The incentive to retain corporation 
earnings for the purposes of tax avoidance is not removed . 

Mr. Oliphant : How about leaving it in and let him 
strike it out? 

llr. llorgenthau: llo I don 't want to do that . 

Mr. Taylor: You are cbanginp No . 1 materially aren't you? 

Ur. Morgenthau: Well they will ch&nge the second 
sentence that the stockholder does not P'Y the 18~- the corporation 
pays it and, therefore, the dividends which the fellow received ---

Mr . Taylor: 18~ in addition - both statements mean 
actually us compared to your st atement - is 3~ . 

Mr . Oliphant : Uo they are putting the normal on 
end rai sing normal on corporations . 

Mr . Taylor: I think it is very unfortunate wording . 

r.:r . Gaston: fie didn ' t say vastly - we aretal.king about 
corporation stockhoLders. 

Mr . Taylor: I think it i s an overstatement . 

Mr. Morgenthau : "Since they would be required to pay 
the nor~~l and surtax" -don ' t they do that now? 

Ur . Taylor: No they pay the normal . 

Yr . Gaston: The comparison is between l~ now and 
~ under the new plan . 

Mr . Morgenthau: Couldn't this thing be put this way. 
M..tke the difference as to what would happen to the stockholder 
between the draft of the House Bill and the draft of the Senate 
no not compare it to what it is now. 

Yr . !Jurphy: Point lio . 1 was not meant as it was 
dictated to compare it with the present law. If Mr. Taylor has 
the impression that it was compared with the present law a great 
~ny other people would have the same impression . 

Ur. Morgenthau : What was it supposed to be? 

statement . 
Ur. Murphy: It was supposed to be an absol ute 
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Mr. lo!orgenthau: 
misunderstood. 

I think i t could easily be 

Mr . Gaston: I dictated it and I intended to 
compare i t with the present situation . It i s increased from 
1~~ to ~ and that is a great increase . 

<b' . Jlurphy: But as an assumptive statement it is 
misleadi~ . I understand it to be an absolute statement . 

Mr . Morgenthnu : Well there is no questi on the 
way it is now it i s misleading . 

71 

Mr . Oliphant: It gr eatly increases the t ax burden 
on the thousands to Whom dividends are pai d . That i s over so%. 

Mr. Uorgenthnu: 50% over what? 

Mr . Oliph mt : Over the present law. 

Mr. Gaston : The highest be can pay is 15~; the new 
is 18~; there is added a normal tax of ~ so that if a man pays 
no tax whatever the estimate is 18~ ~d 2~ under the present law. 

Mr . Murphy: You apply 18 on the basis of 100; you 
reduce that to 82 so that when you add them together you get 18 
plus 4 - a little better than 2~ rather than 22%. 

Kr . Worgentbau: But t he corporation stockholders -
how much increase? 

Mr. llurphy : A little better than 16%. 

Mr. Murphy: 15% is deducted at the source. Under 
the proposed program 18 would be deducted from the source. In 
addition he would have to pay a t ax of 4% so you can' t add 
together the 18 and 6 but you add 18 plus 4 reduced by 4~ . 

Mr. !Aorgenthau: How do you get 60)(? 

Ur . ~rphy: From 15 to 21. 

Mr . Worgf'nthau : But you can' t figure - i sn' t the 4% 
a normal tax on his own dividends? 

Mr . Murphy : He is not no• subject t o that tax. 
The whole amour,t paid a t t he source by him directly i s so%. 

Mr . Worgenthau: How would you word it to show 
how the increase compared with the present tax? 
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Yr. Uurphy: You mean t axes paid direct by t hem? 

Mr. t.lorgenthau: On his dividends . 

Mr. Murphy: That i s increased infinitely . 

72 

Yr. ~orgenthau : The thing you want to do is this • 
. Re~ember that not 15 of the readers or newspaper s understand 

income t.u liatw.i It
1

J!IIlsbot bte sodthe fellow on the street under-
stands what s a .l a u an that a very smart account ant 
can ' t t ake it and twist it . 

Mr . Murphy: I don ' t feel that you can make a 
mathemntical statement unless you take taxes at the source . 

Ur . t.lorgenthau: Why not make it into two parts -
the increase that tho corporation has to pay and the increase 
that the stockholder pays . Divi de it in two. Say under the 
proposed draft of the Senate Bill the corporatjons increase 
would be on an avera,e so much . 

Mr . Oliphant: Income from business should be treated 
equally so that the thing we are talking about - the full tax 
taken out of my share - whether it is paid or not . 

Mr . Murphy: The point will become diffused and 
foggy . 

Mr . Morgenthau: How do you want to say it? 

Wr . Oliphant: •I now have t aken out of my share 
directly or indi\ rectly so much. Under this method I would have 
taken out of my share so much or so much . 

Mr. Taylor: I f you can state that the way the Secretary 
stated i t - divide it into t~ro parts so i t looks like that and then 
put the mathematics down . 

Mr. Murphy: 
interests . 

Except you can' t express the percentage 

Mr. Taylor : He paid no taxes - now he pays 4 • • So 
D.lCh before and now they pay this . 

l&r . Oliphant: So that the stockholder bas --

Mr. Taylor: State it separately and then wind up by 
uniting them, so that tho stockholder definitely has taken out 
so much . 

Mr. Oliphant ! Wel l i t seems to me that i s the simplest. 
Be has income of $4, 000 from a cor por ati on and you compare rate 
and you see that the r a te on him is as high as the surtax on a 
person 1n a $50, 000 cor porati on. 
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Yr . Yor~enthau : For instance, if Bob here has a 
sDl ary of $4, 000 ---

. . 

Mr . Murphy: It does not say $41000 f r om any source 
and this can . 
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Yr. MOrgenthau: Well it does not soy that. He would 
h&vc it increased to as high as the rate Of another person Whose 
salary is yielding him $50, 000. I don ' t l i ke it at all. I have 
to talk frankly . I t 'Ifill take me hours !lnd hours to satisfy myself 
and ho" will the newspaper readers understand it . The sentences 
can be twisted . Is it from dividends? Salary? What other sources? 
Other than what? 

Ur . Belvering: If a man receives rents 

Yr . Morgenthau : Well you have to explain it . I can 
stop 100 people on the street and there won' t be one single person 
thbt knows what it means . I don ' t know what it means . I defy 
anyone - unless it is someone I meet out of the Bureau. 

Yr. Helvering : A man with tso,ooo income who - - -

Ur . Worgenthauz Let me have a moment to go into this 
thing to see if there is another method to do this thing . Let me 
t ake it aside . Let ' s say an expert- income tax expert could 
understand this . Isn' t there another way to accomplish this without 
sitting here all afternoon and chewing it over? Isn ' t there a way 
of saying this in here. That as to this principle which I l aid 
down in my ~essage , the draft of the Senate Finance Bill entirely 
misses this principle. As to the principle the draft of the tax 
bill entirely misses this principle. Now ther e is a flat statement. 
That ' s No . 1 . Then you say undistributed corporati on 1nco~e should 
be taxed. 

Mr . Morgenthau: As t o the second principle laid down 
in my l,essage I am sorry to say that the Committee draft misses its 
m~rk as well . The President is on the offensive and the burden 
or proof i s on Ur . May and let them prove it . But say we vivo the 
eY.nmple and llr . l'nv .,,,~ his crowd tpar 1t a 'Dart . Then the President 

has to defend his example . I quote my message - I put down two 
principles, first , the stockholder and then the graduated tax. I 
say to the President, •this absolutely misses the mark in both 
L~rtances• . Then let the experts make the remark that that 
st . tement is not true. 

t " We Ur. Oliphant : He said, •break it up ln three par s • 
followed it too closely . I t hink this is st ronger . 

Ur . Morgenthuu: The President was under the most ter r l ble 
strain. He is tryinr to do a week' s work in a day. VIe are trying 
to help'him. I am not n debat er but f r om the standpoint of a 
debbter I am t rying to help him. 
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Mr . Taylor : It seems t o me the Committee draft 
violates that . 

Mr . Morgenthau : I have no objection to the chanre . 

Mr . Taylor : Your criticism is well taken since this 

14 

is so~ething for public consumption when you discuss the question 
or income subject to surtax. The public does not know anything 
about it . Your point is well taken and your principle that you lay 
down is perfectly sound . You accomplish the same purpose by saying 
they don ' t meet the principle he lays down • Without giving a 
specific illustration you show it - you save yoursel f the trouble 
of defending i t with respect to those experts • 

. Mr. Upham: I prefer your way of doing i t but don' t 
11'-te to have you talk about 11Commi ttee" drd't because there is 
no draft in existence . 

Mr . Oliphant : Tha t is the l anguace the President used . 

Ur . Upham: I wonder if you are including in here 
'Iarrison 1 s at t empt t o stt"enghtel 102 i n a way which will meet the 
President's suggestion and avoid tax avoidance . 

Mr. fAorg enthau : Is there any evidence that he has 
done that? 

Hr . Upham: At the sess i on t his morning there was 
a good deal of discussion about it . 

~ . ~rgenthau : And it has not been done? 

Mr . Upham: Not yet . 

Mr . Oliphant: Be is insisting on it to be done to 
s~ve hi s face . Everybody has agreed that that i s a blind alley. 

Mr . Uorgcnthau : Let ' s say this letter i s dat ed as 
or tomorrow You can say ni h~ve before me a summary prepared 
by thG Treasury of the ta~ ~roposal of the Senate Finance 
Co ittee• . That givaa him tthe President) protection . 

Mr. Upham: It is diffi cult to get in on it at this 
stage and be helpful . 

dovm here . 
Mr . Oliphant : T i s was discussed when Magill was 
Ever ybody agreed that i t is u fut i l e ef f ort . 

Hr . L!or genthau : Let me have a minut ... . Take an 
entirely different line. Unfor tunately all of t hese t hings 
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are always done with a pi stol at your he~d . 
the Pre~ident . Let ' s say he writes a letter 
and it goes to Pat Harrison' s office Monday. 
real effect? 

Let ' s 
along 
Will 

t hink £bout 
these lines 
it hr.ve any 

llr . Upham: Yes, it wi ll most ccrt&inly have an effect . 
I have been going on the assumption that it has been decided to 
write the letter . 

and if 
but to 

Mr . Morgenthau: I never go on that assumption. 

!lr . Upham: Pat is in a hot spot with his Committee 
the President could talk to him he would get somewhere 
write him a letter - Pat will get mad and blow up . 

Ur . Yorgenthau: If the President goes back to the 
Committee and says, •I agree" - that won't do any good . 
Therefore, as a result of thut we want to go ahead and do whnt 
we t alked about . 

llr . Uphrun: If Pat wants the Treasury to help him get 
out o~ " hol e we ought to do it but we oughtn' t to help Lu Follette 
get P t out of a hole unless we know he wants our help . 

Mr . l!orgenthau: This is LaFollette ' s idea? 

Yr . Oliphant: I don ' t know. LaFollette' s contribution 
is to ret the letter out . 

Note : !.!r . !lorgenthau then dictated the following: 

"I have Just quoted to you the two fundamental principles which 
I outlined in my Tax Message to the Conrress on Yarch 3d. After 
studyinr. a summary prepared by the Treasury for me of the t ax 
proposnl 'llhich is now pend1n · before your ComW.ttee it seems to 
me thnt neither of the two fund&eant.l principles which I have 
outlined nre i~corporated in the tax proposal 1n its present form" . 

~ote : The above was typed out and '.lr . l&orgentMu turned 
it over to Mr . Oliphant with the rPst of the papers . 

Mr. Helvering : Well the positive statement that it 
does not comply with those two principles finishes it . 

Ur . Morgenthau: That is what we did for him and we 
gave him that . I am fearful that there may be technical loopholes . 
I f you use these examples it puts him on the defensive. That puts 
the burden of proof on them. If you disagree with me please sny so. 

. llr . Oliphant: I agree if the principles are not carried 
out . Then the second line of people can use the figures. 
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kr . McReynolds: Wouldn' t you technically accomplish 
tht purpose? Vfuat you are trying to do now is throw away. You 
are trying to give Pat an out on his agreement to r eport the bill 
in the form that they agr eed yesterday and to-day but what you 
arc proposing here would not give him that out . 

Yr. Uorgenthau: Well we don ' t know that he wants that 
out. LaFollette says that Pat wants an out . 

Yr . Oliphant: LaFollette says the fight is over in 
the Senate, both in the Committee and on the floor . There is no 
way ot all for anyone to get in a fight with the r ates thct are 
in the House Bill . Then Black made a suggestion that if the 
President wrote Harrison he disagreed that this would enable 
Harrison t o go back and then Bob jumped up and called the 
President . 

Mr. Haas : The examples on these tax ~easures are so 
difficult to eAplain that the laymen can ' t understand it . I am 
inclined to l ean towards your way of handling it . I am biased 
because of the figures. 

llr. Taylor : 
certain reservations 
stmple form. 

If you send the let ter at all, and I have 
about that, I think it ought to be in the 

Yr . Upham: I just had a questi on . Ifill this letter 
mean that the President is endorsing the Bouse Bill? Be raised 
no points about i t not meeting the fundamental principl es laid 
down in his Message . Is that equivalent to saying he i s satisfied 
with the Bouse Bill? 

Yr . Oliphant: He dict ated something on that. They are 
stri ki ng statements of what this is. 

Mr . Oliphant : When does this start, as a matter of time? 

Mr . Morgenthau: This does not have to leave here till 
12 o ' clock tonight . 

Yr . Oliphant : Nould you bave another opportunity to 
l ook • t it? 

Yr . Jlorgenthau: No but I will be on the telephone . Who 
r~nts to assume responsibili ty? Here i s the original . ffuo wi ll 
put t his letter together and give it t o Chief Koran and see that 
it gets up there? 

Mr. Oliphant : It ought to be someone who will be here 
anyway. No one should have to stay just for t his. 

B. U.J r: Who will be here? 
Yr . Ollph..nt: I will be here - Gaston will be here. 
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Mr . Uorgenth .u: Herman, here 1~ the origin1l of this . 
That r.oes to the President and a copy of his message . I would say 
rtnished isn ' t it? It puts the burden or proof on the people on 
tM 11111 "Uld I think we could sit here all afternoon and you wil 1 
not get ex"mples which the fellow on the street will understand and 
whiCh I can understand th~t won ' t be subject to attack and misinter­
pretation . 

Haas : Just tell Harrison that t~is does not ·~ree . 

·~ . ~orgenthau : The President did tell Harrison . 
Be said, I am not gotnr, to tell you the faults of this bill . A3 
to how they should be worked out is your job. 

Note : At this point Chief 14ornn appeared . 

Mr . Uorgenthau to Chief ~ran: The message for the 
President will be ready at 2 : 30 s t andard time and then the man 
would meet me at the Washin~ton-Hoover Airport . Have you ~ot ycur 
man? 

Chief Moran: Yes . 

!.lr . .Jorrenthau : Vlho is he . 

Chief Moran: C. H. Al len. 

Ur . Uorgenthau: If it is not ready by midnight he will 
~o up on the midnight . He should report to Oliphant at 2 :30 here. 
If it is not ready then he can stick around until it is ready . 
ben he does come he will vet one copy to me and one to the President . 

Chief !loran: Then he is not goillf up with you? 

Mr . Morgonthau: They don ' t knov· • If he does not he 
c~ catch the midnight but he gets one copy to the Pr esident ~nd 
one copy to me . 

Mr . Morgenthau to Mr . Oliphant : Wake two sets of everything 

Mr . Morgenthau: I want to say this because I always 
speak =Y mind. He sends this thing up to the President but the 
more think of i~ the more I think that there is not hing more that 
Pat can do after he gets this l etter . The only thing he can do 1s 
to go right ahead and defy t he President and I think i t i s very 
embarrassing for the President and very embar rassing for Har r i son. 
I don ' t think it accomplishes the r esult. Thi s is a& analogus 
of the one I discussed with the President and the Pr esident said, 
"th·Lt is something you want to di scuss with the Attorney General. 
~iscuss it wit h h i m ver bal l Y" • Be sai d , it i s very unfair t~ the 
ttorney Gener al t o put himself on recor d with Pat and say, this 

bill does not comply' " · 
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Yr . Morgenthau: Pat has only one thin~ to do and 
that i s to say, "I am sorry Yr. President - it la the best we 
ccn do and you take it and like i t . But to give him this col d 
be i s takin~ a terrible risk. I me~ if i t was unfair what I 
wz s proposing to do to the Attorney G~ncral this is ten times 
worse. I was going to ask the Attorney General to do somethitl£ 
tt-~ was his own job and the President thour,ht that was unfair . 
ThiS i s ten times as unfai r and I think i t may put us r "ight back 
where we were last year to calling each other names . What do 
you think Cy? 

Mr . Upham: I agree with you 100%. I think it i9 
cl ever pol itics on LaFollette ' s part . 
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)(r. '!orgenthau: Did I say I was ll11 amateur yesterday? 
Well I will say it to- day . 

Note: ht this point Ur. Oliph~t defended LaFollette . 

lir. Upham: I will withdraw that then. 

Yr. Oliph&nt : I think we ought to speak up for our 
fritnds - we haven ' t many. I ugree that you ought to telephone 
J!nrr i son but apparently they consulted the President and he went 
into a bill of 3~ . 

Ur . Upham: I think he and t he Commit tee honestly 
believe that this is thP beginning of the recognition of the 
President ' s principle . 

lir. Uorgenthau: I don't have to read the example . 
I mPan I am convinced that they don ' t . Now incidentally with 
this thing ouglt to go the latest estimates . 

Mr. Haas : 522 are the latest, that is this morning 
but a t noon to- day they had to be changed because Pat wants to 
strengthen 102. 

Mr. ~rgenthau: Herman, get the l atest figures and 
whatever the President gets give me a duplicate . 

lir . Oliphant: We couJ.d put on top of this thing he 
penciled a sumreary . 

Mr. Morgenthau: That ' s all riKht . That goes half 
way toward what Herbert wants. 

(the 
lir. Korgenthau: I am personally ~oing to advise 

President) to make a general statement for his sake. 

llr . Gaston: I think you are right . 

h1.m 
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Mr . Upham: Way I give an exnmple? 

Mr . Upham: Under the House Bill a corporation' s tax 
~y be as high as 29~ of its net income. Th~t, of course, is 
thG bur den which is borne by the share-holder of that corporation . 
Order the Rouse Bill the small company which is under receivershie 
or whiCh has a deficit or which is in debt has a flat rate or 22~~. 
Thr highes t rate under the Senate Bill that that small corporation 
will have to pay runs around 23 . 7. So that under the House Bill the 
small corporation and stockholders of small corpor ations can huve a 
hi·her tax than under the Senate bill . 

Yr . Gaston : But under the House Bill there will be a 
great i ncentive to distribute so that the corporation pays no tax 
at all. 

Mr . Vorgenthau to the group: 
other don ' t we? 

iell we understand each 

Mr . Helvering : Well practically - this short statement 
will be th~ s t atement sent t o Harrison? 

Mr . Morgenthau: If the President t akes my advice . First 
he tokes t he short statement and, second, he reads it over to 
Harrison on the telephone . 
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Henry Morgenthau, Jr . 
R Street, 

abington, D. C. 

r Henry, 

In oonceo~ion wi~b vbe ques• i on as to whether a 
t ervailicg duty under Seotian 303 should be applied 

80 

i ~ports from Germany , it i s ol ea r that, i f you are 
luoed beyond all doubt t hat the German pr aot ioes con­

itute bounti es or grants wi thin the meaning of •he l aw, 
i s m&ndatory upon you to apply t he duty. I have been 

woJ~Otlrl.ng , however , whether , i f there i s substantial r eas-
! or doubt, you would be j us t i f ied i n appl y i ng the dut i es . 

have Just found i n my notes a r efer ence t o Treasury prac­
ce of not t oo ancient da t e whi ch i t seems to me bas direct 

ng on •he pre sent oase . The infor mati on I give her e 
is all t hat I have in ~ notes , but the background of ~he 
oase wil l be readil y ava i labl e t o you at t he ~reasury . 

On Kay 1 3 , 1926 , the t hen Secreta ry of the Treasury 
issued a fi nding (T.D.4l964) revoking a pr evious f inding 
(T.D.4166l) impos i ng count ervailing duties on i mport s of 
the merchandi se of a par t icular Ger man oar tel. The r eason 
--or one reason-- given for t he revocation of the findir.g 
was that: 

"The questi or. whether such rebate or allowance 
oonsti•utes a bounty i s not entirel y free f rom 
doubt . " 

I f the a bsence of complete f reedom f rom doubt Justi­
f i es the r evocati on of a fi nding, • hen i t at least equally 
Justif i es not making t he finding in the fi rst i nst ance . 

Uay I also point out that t he abo~e wording , and es­
pecially the fa il.ure t o use t he wor d "grant " , is another 
i tem in support of ~ posit ion t ha t t he Tr easury practice 
has always been not to find a bounty unless t he export er, 
in addition to wha t be r eceived from t he purchaser of his 
goods , also r eceived f rom s ome other sguroe additional 
remuner ati on whioh wa s not mer el y exemption f r om or re~iaa­
ion of some special burden placed on him by hi s government. 

It seems to me t hat the f ol lowing expresses accurately 
the spirit of Tr easury pract ice i n this mat t er as I have 

• 
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...,_&wacotecaw let 

tound it in my a~udies of the problea : 

"A drawback is a device resorted to for enabling 
a commodity affected by taxes to ba exported and 
sold in t he foreign market on the same terms as 
if it had not been taxed at all . It differ& in 
this f rom a bounty, ~hat the latter enables a 
commodity to be sold abroad for ieee than Ita 
natural cost, whereas a arawbaok enables It to be 
sold exactly at its natural oost." G.A.3577 (cited 
in Wharton's Law Dictionary}, 

Except for the bond and sorip oases, a German exporter 
sell abroad for less in marks than t he cost of hie 

in marks without suffering a lose. 

The Treasury praotioe may ~ve been b~d law after 
Supreme Court decisions , but the reenactment in 1930 
the ori ginal provi sions without &n7 strengthening of 
stat utory language would seem to show that Congress 
no eotiona to t he way in whioh the Treasury had been 

its will. It seems to me to be rather late 
the dsy the Treasury to invoke these old decisions , 

it has never aoted in full accordance with t hem in 
past , 

The more I reflect on the problem, the stronger is 
conviction that the case ! or application o! the oounter­

iling duties to German exports paid !or in "cheap marks" 
too weak to Justify you in applying t hem. 
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Balle Data Concerni~ Possible Ofte:i.nla ot Oo .... r-nt. Securit.iM 
To Be 0a ted JUM 16, 19156 

1 . Five Y!tr 1-~/SS p()t.e . due .Tl!pe 16. 1941 

1-1/2•s 
1-1/21 8 

12/15/40 
S/15/41 

1.19% 
1.21 

Ext.rapolsted yield fgr sn iaeue due 6/16/41 - 1 .2~ 

A 1-S/$ note due 6/15/41 would sella 

at. 1~?:1 /52 to yield 1 . 20.J 
1~19/~ • • 1.25 
1~12/~2 • • 1.50 

2. E1~ven-1'ourt.een year 2-5/~ bond , due J\!!le 15. 195Q. o'Ption-1 
after June 15, 1947 

co~parab1e issueea 

~·· ~S/41e 
~1/B'e 
4-1/41 a 
2-ll/4'• 
~1/B•a 
II' a 

IW1 

2.S\l% 
2 .4~ 
2. 41 
2. 4S 
2. 54 
2.57 
2.62 

A 2-5/~ bond due June 15, 1950, opt.ionel. aftar June 15, 1947, 

would Mllt 

at 101-06/~ to yield 2.60l' 
lOO-~/~ • • 2.55 
100-08/~2 • • 2. 60 
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~ . Fltttea-t.ti J!K H/;11 bopS. dM J=• 11· 1''', oet'9Ml ett« 
J·.ll• u . 1!11 

comwabl• 1••UII, 

2-l5/4•a 
5-l/S•a 
lS ' a 
2-7/S•a 

5/15/48-61 
12/15/49-62 
V1s/s1-ss 

S/15/66-60 

~ 

2.54~ 
2. 57 
2. 62 
2.72 

A 2-S/- bond due JUDe 15, 1956, optional after June 15, 1951, 
would aell1 

at 101-27/SZ to yield 
101-7/52 • • 
loo-20/SZ • • 

2.6QJ 
2. 65 
2.70 

N0te1 All prices &Dd yields quoted above are aa or the close 
ot the market on 1111:1 25. 

Treaaury oepartmeot, Divioioo ot' Rea .. rch and Stati stics. 
!tey 25, 19!6 • 

• 
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96 
Kay 25, 1Q38 

Tn1e 11 record of telephone co~vereat1on w1tb ~.Jr on 
the term. 

Preeent: lolr. lolcReynolde, lolr . Upballl , llr. Tay~or, Kr. 
l!aas , J.lr . Gaston and lolr. Oliphant. 

The Secre~rx; I called the President yesterday late 
and be hlie -- as a matter or h1etory, he wrote a letter to 
Pat and be 1s ask1116 me to call Pat and I want Upham to go 
u~n the 1!111 and see Pat and find out where I can meet h1m 
alone, at around 6 o'clock (Standard Ttme). Either he can' 
come to ~ office or to ~ house or I can go to his office 
or hie house , but I think if everything goes well, I ought 
to be at the office at 5, which will give me a chance to see 
all ot you and we can see what happens today and I want to 
see Pat somewhere at six o'clock. 

The instructions rrom the President are these: for 
Relvering, Oliphant ana Haas: 

l!e would like to have prepared today t he fo~lowing amend­
ment eo that he can have it if he decides to otter it on t he 
tloor of the Senate : 

(1) Re-establish the Rouse plan for taxing undistributed 
earnings in effect. (The obJect is to terce distribution.) 

J.lr. Oliphant: Did b.e mention incorporating the e1mpl1tied 
rate schedule? 

HW.Jr.: No; but I can say for him, that's o. x.• 

(2) To leave the l2t - 1~ corporation income tax as it 
i e at preeent. 

(3) Exempt the little corporation. He (the President) 
said: 1 I have an entirely new idea. I have got one ot _, 
wild onee.• And some provieion to allow corporations to 
meet their bonded indebtednese (not their bank loans, however) 
by eett1ng up an AJIIOrtization fund, but, if they do that, they 
must not increase their capital stock. 1This ended the new 
thought,• he (the President) said. 

(4) The tax on undietributed earnings should, of course, 
be gr aduated. 

The letter we wrote, which 11 uneigned, 18 practically 
the letter ae he got 1t; b.e added a little eoaeth1ng. But 
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be wanted q~e to see Pllt and have a talk wlt.h h1.m alone an4 
show him the letter. 

Kr . Ollphant: That's tine . 

HK.Jr.: Wlll you gentlemen work on tnia as 1af 

Kr. Ol1phant: D1d he s~ anyth1ng about putt1n6 noraal 
tax on dlv1dendB? 

97 

~.: He never mentioned 1t. Everything that he men-
tione~r.rote down. 

Kr. Ol1phant: When are you leavlng up thare? 

HU.Jr.: I am leavlng at 2:30 (Standard T1.me) and, in­
cidentally , I am havl.ng Lieut. TollaltBen - an,yt.M.ng .111portant 
give to Tollaksen -- meet me at 3 o'clock at Newark. I ought 
to get to Washlngton at 4:30. 

ing7 
Llr. Ol1phant: Do you plan to be out-of-doors th18 morn-

HU,Jr.: Try to; yea. I haven't had much rest. 

Llr. Ol1phant: What t'ille w111 you be hav1ng lunch? 

HU 1Jr. : At 12: 30 (11: 30 your time.) 

I want Uphaa to call me and to go i-ediately to 
t he Hlll and t1nd out what time will be convenient tor Pat 
•o I will know that, and I would like to be called between 
nor and 11:30 (Standard Time). 

Llr. Oliphant: One other question. Gaston& wants to 
know it there is to be a press conference today? 

HU,Jr,: Tell him to po1tpone it until tomorrow afternoon, 
but I would llke one to110rrow afternoon. 

Mr. Oliphant: How are you teel1D6? 

IP,!·Jr.: 1.11 r1ght. Does ~bod,f want to talk to .. , 
What a going on up on the Hill? 

Mr. Ollphant: The.r are going to han a aee~lnS and 10111& 
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into 1om1 deta1ll and then Pat had called lelt&«r early th11 
~orning and 1a1d they would h&Ye a lot ot troubl~r&111D& 
money required oYer and aboYe the laet plan they !ad would 
r aise and aenti >ned ane ot the plane that had been talked 
about and a1ked Selt&er to come up and explain it to the Ooa­
mittee. 

~.: Yes. I would like UPham to go tmaed1atel7 to 
tho R~ I will 1ee you all at 5 o'clock. 

ooo-oOo 
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President's instructions for Helverlng, Oliphant and Haas, 
telephoned by the secretary: 

1. Re-establish the Houee plan tor taxing undistributed 
earnings in effect. (The obJect 1e to f oroe dia­
tribution. ) 

2. 'fo leave the l2i - 1~ corporation 1noome tax aa 1t 
1s at present. 

~. Exempt the little corporation. Ent1rel.Y new idea - ­
aome provision to allow corporations to Met their 
b~nded indebtedness (not their bank l oans, however) 
by aettlns up an .-ortization fund, but, 1t they 
do that, they must not 1noreaae their capital etook. 

4. The tax on und1stributed earninge should, of course, 
be graduated. 

5. When aaked if the President mentioned incorporatina 
the elmplitied rate achedule, the Secretary said, 
1 No; but I can say tor him, that ' s O. I .• 

s. When asked whether the president gave any 1netruotiona 
about the Ulpo&1tion of nol'll&l. tax on d1rtden4a, 
the Secretary ea1d, ' He never mentioned 1t. 1 
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I 110ft tbat the bill B. R. um be reoa.itted to tbe c-ittee 

011 :n-Dce witla S..truotlou to report beck IIUOb b1ll .. ,_... b7 

tba Bouse 'llitla • t IDta to acN•pHeh the foll..tDI piiipal .. l 

1. Iep 1e .. tlae Mt 1ac-. of eYV7 ~e carporetloe a 

~ tax at the - ratee ud. .. tbe - buia u the _.porau .. 

incCIM tax ...S.Z. ead.a~ u.. 

2. lllpoae upon tlae UDdiatributed oet inccae of O'ft'r7 4oaeat1o 

corporatloo ('llitla the -pt10DII ..,..erated below) a 1111pertax eq.-1 

to tlae - ot the follo'II1JICI 
'V ;¥ per caot.ao of tlae UOUDt of the DDdiatributed oet ~ 

'llbicb d- oot «meed 20 per ceot.ao of tlae adJIIIted oet i.DceMJ 

3S per CeDtWI of the UIOIJilt b)' 'llbicb the DDdiatriln!ted .. t 

1Dcoae exceedl 20 per ontW~ ud. d- Dot exceed 1.0 per ont.ao of the 

adjaated .. t iDc.,..J 

45 per -- ot tba --t b7 '11111cb tbe -statribated .. t 

1nccae «meedl 1/J per cntm ot tlae adjaated .. t ~. 

For the parpoll&l of tbe npertlx the ldJ•ted Det ~ llball 

be the oat 1DO- u defined b7 exiaU.. ln (c.,.pated 'llit.bout the 

allowance ot u;r ded110t1CIIl ot cl1-rtd&Dda reoehed) .u.- the eredit 

pro"rlded 1n aeoti .. 26 (relatiDI to interaat oo oerte.i.ll oblJ&etlCIIla 

ot the UDited 8tetM ud. 0otB1Wt COirpCII'atiODa) ud. ~the~ 

taxJ ud. tbe ..U.triftted .. t ~ llball be tbe ldJ•ted .. t ~ 

a111aa IJ.s,ooo ud a- t1ae eredit f« cl1'11deeU pd4 ;ron.w f« 1a 
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2. 

z:x-pt. the tollo'triDi carporat.ioaa troa the 1101~t.a1 

(1) Bulte aDd trut ooapuiM aa det1Md 1D NOUoll 
104 ot the Bouae bUlJ 

(2) Iuurance coapUiaaJ 

(.3) CorporatiOllll ill ballkrupto1 aDd race1Te~PI 

(4) ChiD& Trade Act corporatiolUIJ 

(S) CorporatiOIUI eDt.itlad to the benefits ot sectiOll 2~. 

E:uapt troa the supert;u that part ot the Mt bcoae ot uq CGI'Jl<l""" 

t.iOll w!dcb wu cr&Dted a nat rata ot tax UDder section 14, 15, ar 16 

ot the bUl aa passed b7 the Bouee (relati:D& to caaae ot accwnlatad 

earuill&a aDd profits 101111 thall adj uatad Det iDcCIMJ cootracta DOt to 

pq d1videtld8J aDd debta). 

3 . Iuert ill the bUl the credit allowed b7 eect.ioo 25(a)(1) 

ot tbe RaTeDU8 Act ot 19.34 to 1Dd1Tiduall tor the purpose ot the Donal 

tax, ot the uowrt. receiTed u dividend• troa a d-Ue 001porat.1oo 

w!dcb 11 nbjact. to ill- taL 

4• Strike out seotiall 27(1) ot the bUl (relatiD& to inter-

corporate dirlduda) . Allow toreip corparat.ioM a credit, qaiDat 

their illcoaa taxable UDder tbe Howse bUl, equal. to tbe uo1mt ot 

d1Tiduda paid durill& the taxable rear to cit.i- ud reaideGtl ot the 

11llited Statal aDd doaeatio oorporat.iOlll• 

5. Strilte out aaot.i- 401 &114 402 ot the bUl aDd illll&rt Jlll'O'" 

Tiliolll r apuHJII the capital atook aDd axe- protitl taDII • 
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The Secretary called in UoReynolda, Upham, Taylor, Haaa 
and Oli phant. He told them the following: 

103 

•uisB Blanton called me and said that Pat is laid out 
flAt and I aeked her to call me ao soon as she knew when I 
could see h im. She called me back and suggested that I see 
George and Barkley. In the meantime, I talked to the Presi­
dent and told him Pat was sick and that berore I talked to 
George and Barkley I want.ed t.o talk t o him - it • s too im­
portant . I had an appointment in five minutes to see the 
President. 

1 Re t.ried to get. Barkley and couldn 't. The core I 
thougat. or it., if the plan i s t.o go on the floor , t.he fellow 
is J oe Robinson , so I suggested to t.he Pr esident that he call 
Joe and have him send tor George and Barkley , and I would go 
up there . Furthermor e, I don 't want to get KlnS down on me 
and have hi m say, I am t.he next ranking man . FranklY, I 
wanted t o get t.he President on this thing. He was a little 
reluctant , out cal led Joe and Joe went over a lot or stuff -­
incidentallY , tell Bell that on this Flood Relief that they 
shoul d put in a paragraph that the President should study 
Flood Relief and then send up an appropriation bill next 
January tor Flood Relief, eo it will carry aut horizat-ion but 
no appropriation, and J oe sort of reluctant.lY agreed t.o that. 

1 The way t.he matt.er st.ande, he t.alked to Joe and Joe got 
every t.hing ott hie chest. Joe waa t.o send tor Barkley and 
George and me, and if I did not hear trom him by 11:30 I am 
to call Robinson to remind him. Now, the President. looked 
at tills (See Exhibit No. 1) and agreed to it. He 11ked u.. 
Then he gave me some more s t.utf about. t hiS idea he has had 
1n tha back or h1& head tor a long time -- when a company 
seta UP a bonded 1ndebt.ednese it should be made to set up a 
tund to retire the indebtedness. He said, ' I got. it. trom 
reeding the newspapers! . So I think we had better do a 
lit.tle something. If he has one idea on the t.ax bill, I 
t hink he is entit.led to one idea! So there we are! 

"You, as teohn1cian on the H111, Upham, do you t.hink 
that under the c1rc~tances , with Pat Harrison out, do you 
think I did the right t h ing trom t he etandpo1nt of the rela­
tione of the Treasury with the Hill, 1n getting the President. 
to call Joe Robinson?• Upham anewered, 1 0h, I think that.'• 
all r ight. • Continuing, Jll,I,Jr. said, •ParticularlY as the 
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president now leans to the minority report and a tight on 
the Senate t loor? Ke said, ' Before we go into that, eome­
bocS.Y has to qount noaes 1n the Senau 1 and that was what 
tntluenced .e to bring Joe Rob1naon 1n at th1e time and 
aleo to have the Preeident ottic1al1y tall Joe that I aa 
go1ns up there.• Oli phant ' s reaction wae, 1 It 1 s absolutely 
rlght. It eticka to organiz.at1on linea . 1 Haae remarked, 
'Last year, Garner waa 1n tor some purpose or othar. • IQI,Jr. 
then said, 1 Taere 1e no reason to br1no the Vice President 
1n unless the President wants to and I 1JIIagine that 1t you 
always run to the Vice President that 1t might get under 
Joe Robinson's skin a little b1t. That'e my guees. • Upham 
agreed, saying, 1 0h, yes. Joe 1& the leader.• HU,Jr. 
added, •He's the leader and the President has put i t up to 
him .• 

Reverting to the meeting with the President, HU,Jr. aleo 
told the group, 1 The President aa1d two or three timee to 
Joe, 'This tax bill ie 1n a mesa. You have to get 1t 1n 
such shape that the House will go along. It doee ev~ryth1ng 
we don't want 1t to do and 1t particularly h1ts the 11ttle 
tallow and let's the b i g tallow eecape. 1 Aga1n he ea1d, 
'This bill 1e in a meee • . Uao , do you think that ' s r 1ght7 1 

UoReynolds answered, " I think 1t'e perteot.• 

Concluding the meeting, HJ.l,Jr. said, 'It everybody 11 
happy, we will go into your room, Taylor, to meet the ao­
oount:lllts. • 
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Prelia1nary lat18ate 

Repeal capital atoak and excess protlta taz. 

t.poae preaeDt corporate tax rate (Ut peroent to U pero•t) 
on statutory net 1noo.e •• de!lned 1Jl pre11ot law, whloh la­

cludel 10 percent ot inter-corporate dlYldeada. 

Define adjuated net lnco.e u the atatutorr net tnoo. leaa 
corporation 1nc011e \axel plu• 90 percent or dlYldendl r .. 
ceind. Define 11D4lltribllted adjulted IUit lnco.e a1 adjul'ed 

net 1ncoae 1••• the diYldend oredit, le•• a 1peoial ex .. ptlen 
or tu,ooo to all corporatlooa. Iapo18 a taz oo lllldlltrlb­
uted aoJuated net 1nco.e equal t o t he •u. ot the toUow1Dc1 

25 perceDt on the tint 20 percent ot the undlstrlbuted ad• 

Juatod net 1ncoae. 

)5 percent on tho aaOUDt ot the lllldlltributed adJulted DOt 

1nc0111e which 11 in exce111 or 20 percent and not In exoe11 of 

40 percent or the adjuated net 1nco~. 

45 percent or tbe aaount or the lllldhtrlbuted adjulted Dot 
1nco~e which la ln exces1 or 40 percent or the adju1ted net 

1nC0118o 

!lot eatlmated lncrea1e 
1Jl reY..ae 

(In IUllooa or Dollar•) 
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TH£ SE:CRIETARV 0,. THE T,.EASUA.V 

WA.HINOTON 

I h&n ywr two letters ot Ita)' 22, 1936, in which 
yw out 11M, u euthori&ed by ywr llilll.ater ot 1'"-"ce, 
Dr . H. H. lWijl, the turther aeuur .. ot the aoutary 
prov• ot the llational Gove,...ellt ot China, &Jill in wbieh 
you etate ywr intention ot placiD& a trial order with 
the lln1ted. States liinta tor the China .. nno one dollar 
and 50-cent ooine . 

ll'e are glo.d to be able to aeoht you in expecUtinl! 
the exeoution or your coinage plana , end thank you tor 
the oontidenoe you repose in our llillte . The honor ac­
corded the United States in gro.nt1nt; ue the priYilege or 
eupplying the t'iret ...,. silver ooins or your roronoed 
ourrenoy is , we feel , another strand in the oable of' 
autual re~:ard between tho peoplu or Chine &Jill tho United 
Statu -- a regard which we hope will vow even atrongo.r 
.. tiM so•• on. 

I teel oontident tho.t the aoneto.ry progr• Dr. JWn& 
hu outlined tor Cbl:la will ooutribute aateriellJ to the 
internal u ... ll as external etabllity ot your ourrenoy, 
and to the eatablieboeut ot a proper place tor silver in 
the aOD8tary ayatea ot the world . In ay opinlOD, the 
aonetary retoTJU your GoverDOout ia undertakin& o&DI1ot 
but help to accelerate eoonaaio reooYery in your OOUDtry . 

To ouppl•ent the ettorta ot your oo .. ,.,..nt in ita 
prosra ot aODetary r etono and w rrenoy etah111aat1on, 
and to aae1at in the euooeeo ot the epeo1t1o ~••our•• 
Dr. Kun& h&o author1oed you to deeor ihe in your letter 
to 11e, I - arr&~>Gin~ with the Federal Re .. rve Bank ot 
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Mr. 1. P. Chell, 2 

!lew Tori< to UD4er1:ake, under OOIIIIitioDa aatuallJ aooept­
abl e to yOW' Gonnaent and aiM, puroha .. a rr,. the 
Central BaDk ot China ot aubet&Dtial -.nta ot aUnr, 
aDd alao to ll&ke aY&ilabJe to the Central Btml< ot China, 
under conditiCDa 111lioh aater;uard the iDtereata ot both 
cowxtriee , dollar exoh&~~&e tor currcoy atablliaation pur­
poeee. 

I .. enoloaing tor your intonnation lattera whioh 
are approx1Ju.te oopiu or the iDatruotioDa to ...... dad to 
tho Federal R .. e,..,. BUlk ot 11- York tor tha tr&Deialion 
ot ottera to the Central B&Dk ot O.ina 1D pura11&Doe ot 
our intent 1011a , 

lie¥ I take thie oppc;rtlmit,' to expreu aJ gratiti­
tion on the auooeutul outc,.e ot our n~aerOWI oCGTeraa­
tiona with you and your oollnguea. They han been 
autually inatructin. I beline that tha kind or oo­
operatiYe action neoeaaary to tmpron the iDternal and 
external atability ot national currenoiea baa bem wll 
exemplitied by the tull and tr&Dk axohan~e of Yiewa 1D 
which w han engaged, and ainoerely hope thil autual 
exchallge ot Yi-. 'betwen our oountri .. will oontiDue. 

Pel'llit ae to oonny to you, aDd thr""S)S you to 
Dr. lWlf>, th.e axpreaai(ID ot aJ hi&haat regard . 

llr. 1. P. Cba, 
Suite 682 , 
llqf'lowr Hotel, 
W• ahingtOG, D. Ce 

Sincerely, 
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( ( I) Dratt pre~ b7 lr. Opper 
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• 
TH£ S£CACTARY OF TH£ TAI:A8U"Y 

WASHINGTON 

I b&Te your two lettera ot llq 22, 19.36, 

iD -.hich you outllDa propoeaa on the put ot the 111D18t.,­

ot PinaDCa of the Republic Of Ch1J>a for tlJrther ...urea iD 

In tbe light ot these propoaala, I u tor­

wudinl to the Pedaral. Resern Ba.ok ot !lew York 1Datruct1ona 

tor the tranuiaalon ot otters to the Central. Bank or Cbina, 

a~tel;f iD the torra ot the encloaecl. lettera, 

I taU this opportuDi t.T to GJlN•• to )'OU 'Iff 

adaintioD tor the iDtelllgeDCe and abWt;r ...utaata4 b)' tbe 

tzo.&tMtlt thia INbjact baa bean gi ...... and to C<JIN'I(f to )'OU, 

aJid tbrqb )'OU to Jlr, lime, tbe pPI'<taal ... o/ 'l(f ld&IMat 

llr, I, P, CbaD 
Suite 682 
.,n- llotel 
11ubiJ11ta11, D, C. 
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Suite 682 
~lonr Hotel 
-.y 22, l<;~;,a. 

Honorabl e Henry KOrgentbau, Jr. 
Secretary of t he rreaaury 
washington, »· c. 
My dear Mr. Seoretarys 

Dr. H· H. Kung, Chin••• Minieter of ~inanoe, 

aut horize• 1111 t o etate ae follmre a 

"Tile llinieter of Yinanoe will place trial 

order ' with United Btatee ~nte fi•• ailliop(l) 

one dollar coin and five million piece fitt;r 

cent coin both 720 fine with eecurity ria or 

so111e other etmi.lar deYice satiafaotory to t he 

MinistryJ detaile of eize and other feature 

could be left for future arrangement. Yirst 

silver shi pment will i nclude sufficient eilYer 

t or above order. • 

Conti:rmation ot the abO'fe order will be eent 

throuah the cliplOIIatio channel· 

With axpreseione of high eete .. , 

(l) 'ftl1e croup le -uia\ea IIi 
tranamiuion. U could read 
either two and halt aillion or 
the lllillion. It ie beinc repeated. 
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M3 dear Jtr. Secretary• 

luite 682 
~lo.er Hotel 
- 22, 11136. 

119 

Under 1aetructione ~rom ~. B. H. ~n,, 

(."hineee .llinhter ot )'inance, I beg to co~nicate 

to you tbll tollo.ing me88age from h1a to 70111 

•!he reform and IIOdernhation ot 011r 

monetary and banking eyetem hae reaeiTed the 

attention o~ our Goverllll8nt ~or a long ti•, 
but it wae only in recent yeare that the mor~ 

eigni~ioant etepe in tbll contemplated program 

were initiated with a view to immediate adoption. 

Tbeee etepa included the centralization of note 

i1eue1, the 1tabilization at exchange value o~ 

our currency and the concentration of eilver 

1tocke and caine under the CUrrency !leeerve 

:Board. ~ the tall of 11135 the .llational Gcwarn­

ment o~ China wa1 tully convinced that change• 1D 

the relative value• of gold and eilver were 

Bon. Henry .llorgenthau, Jr. 

Secretary o~ the Treuur7 

'lfalhinctoa, D.O. 
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advereel1 atfeotinc the aoonoaio oondition of the 

Chineea people, and, by virtue of tbe raaarvation 

to Oil%' ratitioaUon of tbe LoDdon Silver .tcraaMnt, 

aoM of the ailvar reaultina froa daaoneti&ed ooina 

are baiD& oonverted into gold 111d foreign excban&•· 

It baa been and 1a the purpoae of the .llaUonal 

Government of China to aeaiat in aooompliabina tbe 

aillla of the London Silver A8realll8nt . :i'or tbh 

reaaon, -one otbera, it 1a the intmtion of tbe 

.. tional Ooveru.ent to prooaad with ite aonetary 

progr.a by puttina into effect tbe followina 

additional ~~~eaau.raa 1 

(1) 'lo ramove the liaitati on reatriot1na 

tbe finanaaa of ailver uaed in tbe art• and 

indu.atry to 30~ 'lfbillh bad been ~oaed aa an 

... raenoy aeaaure to aaaiat 1n tbe proar .. of 

nationaliainc ailver and in order to prevent 

IIDlliliDio 

(2) to baain at once tbe oo inap and 181111.& 

ot new ailver ooina, at the denoainationa of ODI 

and halt !IIana. !ha oae YUan piaoaa aball oontain 

at leaat la&o 24 ,raina ot para ailver, and tba 

fifty cant piaoa, at leaat 89.11 1raiD1 of para 

ailyu 
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eilver. ro expedite the ooinage or the new eilver 

coine, rq Govern-t hopee that it will be pouible 

tor the Ullited 8tatea llinta to a11iat in •PP17ina 

ue with the nn ooine until the tiM when oar Central 

J&int 1e able to tuU7 undertake the tau. 

(3) ro :require that the banke or note iaeue 

maintain alona with sold, toreiSD exohange end other 

collateral, a ain~ re•~• ot 2ll~ in eUver 

against notea outataDdtna, uaina tor tbia purpoee 

the old ailver YUan - which hae a bal.lion value 

10~ above ite .onetary vahle - until auoh a tillll 

when the Chllllge in CirCIWIIBtllliCII warranta the UBI 

ot another method ot Yaluation. Aa there are now 

haued by the three covenumnt 'banka llcal tender not•• 

to the -=t or Yuan ?i9, 314,035 aa or ~ 9th, 19:58, 

a ain~ •ount ot YUan 199,828,ll0t in ailYer would 

be kept in China'• monetary reeer••• 

I take this opportunit7 to expr11a rq deep 

appreciation tor the courtea7 you and 70ur aaaociatea 

exteaded to r.preaentativea of our ~iatry durin& 

their eoJoan 1n Yallbincton and tor the epirit of 

a,._theUa cooperation ahawn durin& all the o­

veraat1one. I would appreciate reoehinc tr- 7011 

A nplr 
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a H:Pl7 MtUDC fortb tbo ~ b7 Wbiob 7oa rill 

oooperato witb .. ia ro&GbiDC oar oa..oa obJeot1••• 

ao 7oa baYo dof1Ditol7 iDdioatod to our ropro•••­

totiYoo, •-17• tho purobaoo of oilYor md tho 

turD1oh1aa ot UD1to4 etatoo dollar oxohansoe.• 

With oxproooioae ot hi&h ootooa, 
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.1. net .. tate ot .. ,107, 700 (1AoliJIUD& 11,000,000 ot 

tbe ~ iuuruoe) -.ld ban ita t.u redued tz­

$1,~,400 w 11,000,000. .l _, estate ot &I'OIIIId taoo,ooo,ooo 

-w1 ..... .,_. teoo,ooo 1A t.u. .l net .. tete ot .,_. 

t;s1,ooo,ooo oould .. ,. t?OO,ooo 1A t.u. 

I!Qt All .. tate ot $108,800 ~ ..... OG1T 11,682 t.u, 

tbe dUterenoe bet- 111,252 8D4 18800. 

'rbe llu:Nau bt.a ...W u ext-..s •tudr ot tb:IJI propoaal 

wbicb I ban ude an.llable w -r..ylor becaUM ita ~t 

lli&llt bt..,. repercwaaicma 1A the ~ urut. 
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101 tbe tax bill 1e to be Nft'lt.tea h OOIIt•re-, 
J-t~o(nli: tbe Preeideat ebould be ..tw1Nd or boe s.­
oonaJH. it 1• t.bat U.. ec.r- c-lt.tee be Mde 

aaueb to laclMe YS.... 1'1Ul YS... to 1ee4 
the fi&bt, tbe reault will be altopt.ber clUtereat 
u.n otbenriae • 

of tbe llbite llouee Coaterace ... aielfo•dtnc. 
attached. 

\ 
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'lhe picture prestDted to tbe Preaideat Tile~ Jliibt was llt'­

toneoua aucl ldeleadin& iD MIIY reapecta. Solie ot the .,re iapor­

t&Dt &rei 

1. 'lhe oa ti.olrrlde picture ot the a.ber ot corporatioaa 

whose earniD&s are escapiDg IIUrtaxN was oc.pletal,y alsrep­

reiHIIlted. DuriJI& 1956 over tour billion dollars of corporate 

ee.rnings will, UDder present law, aot co out to stockboldera 

and thua be aade to p.aa ~ the peraoDal. iDcoloe tu llillJ 

aucl the DUaber or corporatiolla iD'rObed is etlOlWOWI. Senator 

1lalah talked about !500 corporations. '!hat !500 •• the Mre 

bandf'IIJ. 111licb the iW'eau of Intenlal ~'felllle baa tboucht it 

worth wbile to att.pt to prooeed apiDst, UDdar the pre-t 

bopeleae prorlaiou tor preventiDs ~~~~rtu nasioll. 

2. It waa DOt poiDted out that a pert of the opposition 

witlleasea before the Seu.te FiMDce ec-ittae ......, repl"e­

seatiDg the iDtereata, DOt of corporatioaa but of otfieera 

ot corporations iDterested pr1M.rilT iD ba"fiA& large corporate 

IIW'pl.ua .. with wbiab to p.lq. 'lhia acCOUDta tor IIUCb of the 

frequel1t.lJ" upreaaed pretertDce that the corporatioll iD­

tu be iDcreued rather thaD the tu be pat oaliDdiatriba.ted 

eanWiga. 

125 

15. AU tbe treaaur7'• eatiatae 011 tba Jiald of tba BooM BUl 

auc1 ...nou liOditioatiou of it haft allond t or aubiou t or 

-
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4. !be talk about bow 11 tt.l& tbe tax on undistributed 

eam1Dga would ;rield c011plete1Jt 1porfod the add1t1CD&l. 

..-c>IIDte whicb •ould ca.e tro. 1Ddhiduala h> would re­

cein addl ticmal di'fidenda u a r .. ult ot aucb a tax 011 

~. !be doubte expro>esecl coo carDin& the dapolldabill t:y ot 

Treaaur)' aeU..tee •ere due tc a o011plete lack ot Ulldar-­

etandiD& ot tbe tcclmiquea and •chiDe procedlln!a used 1D 

uldDg TreaaUl7 eaU.tea. It wa lilta a I%'011P ot ~ 

aa;r1D& t .hat tbe aatro...,..r•s eatiute ot tbe diateooe ot 

tbe earth tc the JaOOD ia a aere gueea. Tbet there 1a tbie 

coaplete lack or Ullderataodiog waa dQOD&trated 1>7 SeDater 

ling when be said the TreaaUl7 could, 1D a tew aiDutee, 

eupplJ' the aoditiecl eaU.tea apoecd upao. !be - et'-

1"01180118 idea hae been expressed 1>7 -.zll1 Seoatcra OD n._roua 

occaalona. 

6. ProbeblJ' moat aport&Dt was tbe tell< about debt rldclen 

oorporatiOIUI and other ait~atiou ot e~ecl bardllhip. All 

tbie tell< ~atelJ' iporecl tbe ~ p!'O"IU1- 1D U.. 

liD- Bill to a'I'Oid herdahip, 1Dcluci1DC the rolloftllc wbicll 

ia ot peateat aportene. but which U..t neZ7CXMt llu 

Oftrlookedl 

llader t ... prort.tou ot the 110 ... IW, 8111 corporatlOD 

llllniJII de"Ma or audhC _.. oapi tal - retaill ~ ot 1 ta 

D , 
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Ml'Diaca ad pq DO t.az Clll IIIIC!Utributed eu'll1llp bJ' 

8illplT ianiD& to ita at-ookbDld- a preferred ~ 

didded (to tJ. uoUDt ot tbe eartliJic•} to -

atookholdera or a -n ttoolt dirldend to preferred 

atooltbDldera. 

Such atook dirldenda would be t.azable 1D tbe baDda 

ot tbe stooltbDldera eDd • .,. would beer tbeir fair 

abare ot the tax burd.l, but tbe corporation -.ld 

tll.ul pa;r no tax Clll UDdiatribut.cl eanW~c• a1though 

it bad kept nuy dollar ot t•. 
Tbe corporation lli&ht later RDt to diatribate tJ. 

e&miJI&5 1D question and it 'IIOUl.d be lett tree to do 110 

it it ll&de tba atoolt callable. 

p 
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In response to the telephonic request of Ur. Frederick s. 
Burroughs tor an appointmwnt with or. Starch to see the Secre­
tary, HY,Jr. today saw the two gentlemen 1n the company of 
llr. Wideman and Ur. Oliphant. Ur. Burroughs h Vice President. 
of t he Associated Gas and Electric Company. 

The following is a stenographic transcript of the meeting: 

HU.Jr. : What is on the minds of you gentlemen? 

Ur. BurroU8hs: We have one thing on our mind and tlla t 
ia very seriouslY on our mi nd. Last week, representative& 
ot tala Department appeared before a Senate Committee 1n op­
position to some legislation and the reason tor the opposition 
was primarily t hat the legislation, 1t passed, would be bene­
ficial to Associated Gas and Electric. We don't understand 
why a Government Department, first we don't understand why 
they appeared at all and, secondly , we don't understand why 
t hey oppose the leg i slation because it ie beneficial to Asso­
ciated Oaa and Electric. 

ijU.Jr. : Are you serious? 

Ur· B: I am very serious. 

Ha,Jr.: I think it is one of the funniest tAlnga I 
have heard 1n J1(f Ute. What I would 11ke to know is how 
tbat amendment was put 1n there. Whose idea was it? 

Yr. B: It's a very logical amendment to prevent strike 
suite , but even if it were put in at our euggestion, I fail 
to see wbY the Treasury Department should oppose legislation 
having to do with bankruptcy cases. 

ijU .Jr. : The objeot is very simple. We have a suit 
against you fel lows and we certainly are not going to let 
a Joker be put into soma bill which ia go1.ng to 1118ke i t i m­
possible tor ua to go thrOugh with tnis case. 

Mr. B: 
case againet 
Treasury? 

HM .Jr.: 

Does Yr. Irauee'a aucoeu, who 18 bringing this 
ua, have any particular significance wi th the 

Who 1a Irauae? 
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ftU.Jr.: Who is Krause? 

Ur, Wideman : He is attorney tor the petition attorneys 
in the 77- B. Well, now, Ur. Burroughs, the Treasury baa a tax 
clal.lll. 

Llr. BurrousAa: Yes. 

L!r. W: The Treasury is interested in collecting the 
amount or taxes, naturally, due from Associated Gas. 

Ur, B: correct. 

Ur. W: It is anxious to do that in the moat expedi­
tious way consistent with reasonably fair treatment or the 
Associated Gas and the a tockholders of the corporation. Now 
there are two or three metboda or collecting tbat tax. One 
is through distraint on the jeopardy assessment that has been 
made and seizure or your property. The Treasury llae atte~:~pted 
to avoid that if possible. 

Ur. B: Yea. 

L!r. W: A bill to foreclose the tax lien has been tiled 
in the Collection District or New York as one more moderate 
method than seizure and distraint, and anotner probability or 
collecting the tax througn more moderate means is through 7?-B 
in the event they are succeaatul. 

L!r. B: I don 't follow that. WhY should it be through 
77- B proceedings. How does that help the Treasury people? 

Ur. w: It may be the most appropriate and desirable 
way or collect1ng the tax trom two or three angles. One is 
it gives the creditors and tne stockholders or Associated a 
look-1n on the proceeding, in which the Government is collect­
ing its tax, namely: the Government U not gobbling up every­
thing, out giving the creditors a chance to be heard, whereas 
it you proceed otherwiee, the creditor• mlgnt be lett out in 
the cold . In 77-B the Secretary aay accept leas tnan the full 
amount or tax and he cannot do so under otner consideration•. 

Mr· B: But it there ie no 7?-B and no truateeahip 
the Secretary will not have to accept lee• than the full 
amount or tax. A• aoon as tne full amount 1a determined, the 
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company will do ae it always has done -- pay the tax. 

JAr. W: As I understand it, the Treasury has taken 
the position that it has simplY because it believes that it 
will get the aame treatment in the future as it has 1n the 
paet, 1n the matter ot cooperation frCII the Associated, 1n 
getting information that is neceaaary on which to compute 
the tax and tnen collect it. 

ation. 
Ur. W: And by that you mean we have got n2 cooper-

JAr. B: Ie that right? 

JAr. Oliphant: In substance. 

JAr. B: If that is correct, it certainly is not 1n 
line 'll'ith m,y understanding and not in line with the ettorte 
of the Cocpan,y . We have certainly tried to have our repre­
sentatives give the Treasury every bit of information. 

ij¥,Jr: We can ' t tell trom one day to the next who 
your lawyer lB. You hire one bars who is political and 'll'ho 
thinks he has the back door entrance to the Treasury. Do 
not come 1n here with a btlligerent attitude as thOugh you 
were righteous! or all the companies I have gone up betore 
I have never bePn under such pressure troc one pol1tlcal 
la'!I'Yer or another. God! Don't talk to me about Aesooiated 
Oaa and Electri c! 

l.lr, B: I am going to t alk to you. 

flU .Jr.: All right, but Just lo•er your voice because 
you can' t come in and scare me and threaten me because there 
are two cases, it you want to know, that I consider - - of all 
t he dirty work behind t hem! One , it you are interested , is 
the Louisiana tax case -- the oaee tollo•1ng up Huey Long 
and the other i8 A88ociated Gas and Electric. Those are 
the two worst. There isn't a day paaaes 'll'here they don 't 
h ire ecce pol1t1oal lawyer or aoce ahyater who thinks be can 
get 1n the back door ot the Treasury. And let me t.e ll you, 
there i8 no baok door! 

Mr. B: We don ' t want to get 1n the baclt door. 

HM.Jr: i!Jut you have tr1ed hard anough. 

It• B: All we want ie proper oon8ideration. 
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~: You can't tind a man who eaya he has walked 
in here andlnOt gotten oaretul consideration. 

Kr. B: I do tail to understand why an,y Treaeury 
Department employee should voluntarily -- and I have no evi­
dence tnat it wae not voluntarily -- appear betore the Senate 
committee and oppose legislation on the ground that it would 
let Associated Gas ott. 

H¥1Jr: Who do you think the United States Treasury 
i8? The United States Treasury belongs to the people ot the 
United Statee and we are here to do our Job tair.ly and honestl,y 
and 1t we think that legislation, which bAa euddenl,y appeared, 
is going to deprive the people ot the United States trom trytng 
a oaae ta1r1Y, we volunteer and go up there to aee that the 
people are protected. 

Kr, B: I don't think the point has been ~~~&de clear. 
Please be open-minded about it. 

HU.Jr: And I don't mind saying that tllis whole 
question ot how that legislation got 1n there - - the President 
wants to know how suddenly that Joker appeared, 

Yr, B: It 18 not Joker that ~ should be required 
to put a company 1n 77-B, No Jolter about that! You can't 
put through a plan ot reorganir.ation un.leee you have more 
than two-thirds. • 

~.: )(y dear Kr. Burroughe, ,.., I say thta: when 
Aaeoo1ate~ and Eleotrio wants to really cooperate with 
the Government we would like to know it. 

Yr. B: You know it right now. 

HU,Jr.: And III8J' I aek your pol1t1on? 

Kr• B: I am Vice President. 

Hll.Jr: Are you Attorney? 

Kr· B: No, I am not Attorney. 

HJ4.Jr: Are you operating? 

Kr. B: No, I am ttnanoial ott1oer. 
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HM.Jr: And Dr. Starch? 

~. B: Ia a d irector. 

HU .Jr: Wna~ ia hle poei~ion? 

Ur, B: No official position; a dlrec~or or ~he 

HU,Jr: ~. Wideman 1s in charge or tnia case tor 
the Government, but it the Associated wants to really ahow 
that they are cooperating, we would be so pleasantly sur­
prised we would tall over backwards. 

Ur. B: Ae a matter or tact, you bave been quoted 
as sa,ylng tbat there are too many lawYers in the caae. 

!{!.!.Jr: Perrectly true. You sent a lawYer t ro• 
Plllladelphla ~o eee me. He came me and I asked hill how 
he got the appoin~ment and it traced righ~ back to one or 
the politicians in New York. 

Ur. B: Walter Saul is not our regular counsel. 

!W.Jr: He has a politician arrange an interview 
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and I had not the slightest i dea who he was and I turned 
hill over to OliphAnt. And I bave said 881lin and again, 1t 
any tax-payer has a grievance, he can walk 1n here and aee •e. 

~. B: I think it wae a m.1etake tor Wal~er Saul 
~o arrange an 1n~erview through a politician. 

~: You had a man trom Buttalo, whom you thought 
wae a per"iiOriil friend ot Robert Jackson, here three day a . 
Then yo« got Clarence Shinn because you thought he wae a 
triend ot my tam11y. 

Mr . a: No; he's trying other oases tor ua . 

HK.Jr: Than you got Bruce [raaer. 

Mr. ': Otarenoe Shl nn 11 the counsel wno 11 golD& 
to argue our 7•8 ca1e betore Judge Mack. 

Kr· Ol1p;ant: Kr. Secretary, ae I understand 1t, 
ther e are a number ot other important t h1nga you have to do 
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thi s morning and, so tar, the purpose ae I gather ie to 
register a feeling on the part of these gentlemen that we 
should not have gone up there and that, I understand, they 
have r egistered and we understand the way they !eel about 
1t . Unleee there is something else ••. 
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I would 
Gae and 

Hl! .Jr.: Just a minute . I will go a step further. 
like a liat of the things we have asked t he Aeeooiated 
Electric to get tor ue and have been unable to get. 

Mr . B: I would l i ke to find out why you have not 
been given everything you wanted. 

R!.I.Jr: You would be glad to give me that,wouldn 1t 
you Wideman? 

ur. Wideman: Yea. 

Hll ,Jr: You asked why we should voluntari ly appear 
before the Committee and I answer that I am proud that our 
organization found this thing and went uP there about it. 

not 
Ur. Wideman: You are/Just Justified, Kr. Burroughs, 

i n saying that the Government had no right to take an interest 
1n t he effect ot that bill on the Associated Gas case because, 
I started to tell you, ot course we can't proceed,as long ae 
77-B is going on, we can 't proceed in any other way except 
through di straint becaus• 77- B will absorb everything. Another 
reason why 77-B is toe appropriate way to handle the t01ng 1e 
that the Court 1e authorized to determine the tax, it it can 
be done , more quicklY than the Board of Tax APpeals. There 
are man.y reasons why that is good maohinery - t ile beet machin­
ery 1n eome respects from your standpoint - - to determine this 
t a.x l1&b1l1 ty . 

Mr· B: Isn't regular machinery eet up in the Board 
ot Tax Appeals tor determining l 1ab1lity7 

Kr. W: Oh, yea . 

llr. B: 
have aloraya paid 
t he Board ot Tax 

WhY 111n 1t that 
taxes promptly 
Appeals. 

eati efaotory 1n our caee? 
ae they were determined by 

We 

Section 77-B hae toe effect of preservi ng the Mr. !: 
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assets. By the time the Board or Tax Appeals gets it , there 
may be nothing left to collect. 

Mr. Oliphant: Your question goes to why we made 
JeopardY aaaesaaent7 

Mr. B: No . I aa not aeltins anything about the tax 
case. I am asking why don't you want Associated Gas relieYed 
or 7?-B. 

~: 
nave gone Toiii". 
a sk Congress to 

Ae I understand, the thing is we should not 
Is he here to request that we go down and 

put those things back 1n the Act? 

Ur~ B: No. I am here to aelt you why the Treasury 
Departmentelt that 1t was undesirable that we snould be 
r elieved or ??- B proceedings and why they appeared to oppoee 
a law which would have relieved ue . 

Ur. Wideman: Let me give you one general answer. 
The s t ockholders and all creditors of the Associated Gas will 
get a hearing in t be 77-B proceeding. In any other sort or 
proceeding toward collect ion of that tax, they will not be 
heard. 

l.lr . B: Let's assume the Company 18 per1'ectlY solvent 
and will pay all its debts . 

~: I can't go along w1th the idea that you will 
cooperate--i'fth t he Government and are readY an<1 aole to pay 
the tax waen due. 

~: It may oe a very salutary provision generallY , 
out it seems-to a!teot the sltuat1on or tue Aasoclate<1 ~as. 
In othel· words, 1t t.uere is some legUlat1on, pert sotlY eal utary 
but it let's Aeeociated otr, I don't think it snould be answered. 

l.!r. '1: I told you my answer. 
let you ott the hook. 

we tnougnt it would 

H!:._. B: Tuen do I uu<1er etend !rom taat, t.ae Tr·eaeur.J 
Department ia-oppoaed to our being rel i eved from 7?- B. 

taken. 

HM. Jr: You will nave to anawer t.aat , 'lldeman. 

fe · ! i dt!Dilll ! You know tne position t.lle Treasi.U'1 naa e haVe no r. int.ervtnt d -- We haVe not asked t.hl Oourt. 
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yet to be a party to the suit. I have given you what I 
~hink are two or three good reasons wby that may be tne beet 
metnod ot de"erm1n1ng tax liability and col1eot1ng tne tax . 
Tha~ ought to sufficiently demonstrate to you the attitude 
ot tne Tneaeury. 

llr. B: Tna. I underau.nd tne Treasury Department 
ie opposed to our succeeding 1n tne diemteeal or tu&t eutt? 

Ur. W: Yea, tne Treasury Department is opposed 
to seeing tnat sui~ knocked out by t neae amendments to 77-B. 

Ur. B: Tnen I suppose tno Department ia opposed 
to seeing 7'1-B, now pending against us , knocked out at all? 

Ur. W.: Tnat will develop lat er. 

l.lr. B: You are opposed to ita being knocked out b.T 
legi slation by Congress? 

llr. W: Tuat•s rignt. 

Ur. B: Tuat is a very interesting position tor a 
Department ot tne Government to take. I would not nave be­
lieved it unless you g~ntlemen told me. I supposed tna~ 
~he Government was not 1nterested in proving a company in­
solvent. I assumed tnat tne Government was interested 1n 
collecting the tax and usually it 11 ooua1dered easter to 
collect from a solvent cocpany tnan troa one 1n bankrupto.r. 

J,tr. Ol1pnant: Tne Treasury is 1nterested 1n col­
leottng tne tax witn a minimum ot nardanip to creditors. 

Ur . B: No nardsn1p it you oolleo~ 1t in tull. 

~.: I-- really! You asked a specitio question 
and you ~direct answer. Now, you made tne statement 
tnat aa tar as you know, Associated O.e and Electric 18 co­
operating wltn the Government . I nave asked tueee two 
gentlemen to prepare tor me a aemorendua anowtna wnere you 
nave not and tne 1ntormation we want. I will send U to 
you. 

~: And I will ear to .rou, rtgnt now, ~ha~ I 
w111 1mme"!Iitely uee every ettort to eee tnat any failure 
to cooperate 1s corrected tmmed1atel.Y . 
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~i I~ will be a very interesting innovation 
tor Associate! Gas and Eleo~ric. 

Yr. B: I will say ~ you, Yr. Secretary, I ~n1nk 
aany people ~nat try to arrange inter.1ews 1n wasn1ngton, 
not only wi~ yourself bu~ wi~ other buey people Jlere that 
are nard ~o see, use poli~ical avenues ~o ge~ an 1ntBrYiew, 
I think i~ is a great mis~alte, because I t.ninlt i~ creat.ee 
t.ne wrong at.1110ephere. I purposely did not ask anybody to 
arrange my in~erview wit.n you, 

HU,Jr: And you go~ ~ne in~erview . 

Mr. B: I tnougnt the a~mospnere wae wrong it I 
asked someone to arrange u.. And I think lawyers wno have 
come to you ~ougn ~ne good orfioes of someone alee have 
made a mistake. I tninlt tney enould have coce to you and 
t ile members ot your Depart.men~, put tneir carde rignt out 
on tne taole and said, We want to see you because tlli e is 
a pi ece or business tnat we are in a Jam abou~. 

HH.Jr: Tnat's perteotly proper. 

Mr. Wideman: Wey did you start out tnat way? 

Mr, B: I~ s tar~ed out, naturally, being nandled 
by our Tax Department., Ae it increased in 1mpo~ance, 1~ 

increased 1n wno is a~t.ending to it. . 
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HK.J.<·: I don 1 t lllind say 1ng to you tnat as tar ae 
I am concerned' tnat or the ~wo ~ax caeee I men~1oned, Aseo­
c1a~ed Gas is Public Enemy No. 11 • Tnat's what it 18 
reg1s~ered witn me, 

Ur, B: I want to undertake to cnange t.nat opinion. 

HH. Jr: All rignt, 
nalt way , 

And I will meet you more t.nan 

Hr. s: I tlli.nk wt~ an opportunit-7 I could convince 
you tna~ we are not entit led to be treated tnat ..r or con­
sidered that way, 

Mr. W1depan: It tne aJDOunt ot tax 1B determined 
t omorrow, do you mean you would oome in and pay i t? 

Mr. B: Do you mean by t he Board or Tax Appeal s7 
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ltr, Wideman: Or t he Court. 

ltr, B: 1J.by, certainly. 
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Ur· W: You nave the money and would come in? 

wr. B: I don 't eay we have the money , 
get the money. 

We would 

Mr. Oli pnant: Uay I make tne suggestion ~at in 
view or what ne bas indicated he could do, it would be very 
healthY and salutary it everybody knew that Llr . Widelllllll ie 
solely and exclusively 1n charge or tne case and everyood,y 
enould see him. 

RY.Jr: Perfectly rignt. 

Ur. B: I tnink 1t would be helpful. 

ur. w: You said someone made objection to so many 
lawyers. 

HJ.t.Jr: I d id. 

Llr, W: Wnen I !1rst went into tnis case in New York 
and met Llr. Le Pine , I asked who was representing Associ­
ated Gas. I had a reason. I nad heard or so many people 
that i! I waa gotng to nave anythi ng to do witn i t, I would 
like one and certainly not more tnan two to do bue1neu with. 
You talk to 8 or 9 or 10 people and they misconstrue i~ and 
it' a all i n contusion. Tnat •a probably wnat you nave refer ence 
to and I nave had severa l since tnat. 

HM.Jr: I nave said tnat. 

Ur. W: I sai d it too. 

HM.Jr: We have all eaid 1t, 

~: I tll1nk probably we nave made an error, not 
only with~ Depart ment , but with otner s 1n trying to uae 
lawyers too much. I t n1nk 1t 18 a m1etake . 

RY.Jr: A lawyer hal h11 proper place. 

Mr. o~pent. : .t.e soon ae one wae employed and ll&de 
a oomait.ment ~ went back, and tnen anotner one was emplo7ed 
and 1t wae eaoarraeeing. 
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ijU,Jr: I~ 1 e a Joke around tnie t own. 

14r, 8: I tnink we can correct. tno.t. 
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~: Ae Ur . Ol1pll8.nt aaid, 1o1r . Wideman bas been 
selected oy-tlie United St.ates to handle tn1s case and it. l a 
nis Joo and I will g ive him all tne backtng he neede . 

Ur. B: I know your t1me ie Umi t.ed and I would like 
t.o talk t.o lolr. Wi deman, In tn18 record I tnink there are 
aome statement s tnat are incorrect and, frankly, I would l i ke 
to talk to you and ask wh)' t hey are incorrect. 

ur. w: I aon 1 t know wll&t can be accompl111lled. 

ur , B: ur. Wideman 1a the Government representative. 
How aoout ur. Hest.er ? 

HU
1
Jr: He represents me. 

Ur. B: Re represent.& you? Tnere are a good many ...• 

HJ.I,Jr: Let ur. Wideman do wnat he wants, but. I would 
l ike a list or what we ll&vs tried to get from Associ ated oas. 

ur. 'fideman: Tnere ougnt to be records 1n tne Treasury 
tor tne last tour or five years. 

ur. B: I nope wnen we get your letter I will be aole 
to g1ve you a little different alant. 

H!L.k: But t.llle 1& an in~eresttng experience to 118, 

out I live-and learn! 

Mr· B: You mean tne interview? 

HIL..!l!:: Yes, It 1 e very inter~at1ng; very unique . 
I nnd one---rrki it before. sam Ait.meyer came down and U. wae 
al.Jnos t as good as tnis . ua.ybe you do want to cooperate, I 
don 1 t know. But your company, a a tar aa tnis Government ia 
concerned, has a unique r ecord. Yo\11' President .baa a unique 
record. 

Mr· B: You mean wr. Kopaonf 
He, ae a matter of 
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tact, 111 prooaol,y the largest etooltholder, but he 1a not 
an ott1oer or d1reotor ot tne company. 

Kr· !: He really oontrole 1t, doeen 1t he? He 1e 
euperv1e1ng tne Court prooeed1nge ln New York. 

ur. B: Tnat 1e not r1gnt , 
attended, or only one meeting, 

I don't tnlnk ne ever 

Ur• W: I t you don't euooeed 1n correcting matters 
ot tact, tnen you do correct my etatement tnat Kr. Hopeon 
was 1n New York d1reotlng tne conduct ot t.ne proceedings, 
We are not going to get very tar, because ur. Hopson wae 
t here and , .. 

~r. B: It 18 not correct, 

ur. !: It 18 correct! Ur. Hopson wae 1n Court! 

l.lr , B: Once, 
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Ur, W: I ea1d be was 1n Court. I nad reference 
to one day and he was dlreotlng wnat t.ne lawyers and everybody 
did 1n Court 1n front ot Judge Uaok. 

ur, B: It doesn't make any difference. 

Ur. W: But don't aay 1t 1sn 1t rlght, because 1t 1s. 

HU.Jr: It ur. Wldeman wants to aee you, t nat's up 
to b lm, 

ur. Burrougne and Dr. Starcn lett, Ur. 011pnant and Ur. 
Wideman remainlng. Ur. Wideman eald, •Hopson was 1n the 
Court. Ser1oualy , we are reaonlng t he point very taet wnere 
we have got to deo1de wnetner or not the Government 1e golDS 
to take tne 1n1t1at1ve and take Treasury records over to New 
York 1nto Court to prove t.nat tno•e people are lnsolvent.• 
HU,Jr. promised Ur. Wideman tn1rty minutes, very soon, to 
talk over tne Associated Gas oaee . 

Regraded Unclassified 



140 
!.lay 27, l(l3tl 

The Belgian Ambassador having asked t or an appoi nt­
ment to see tho Secretary, HU, Jr. asked him to call today 
The purpose or the call was to discuss the eouggl1ng or • 
alcohol trom Belgiua. 

The Ambassador s~ted that he had received a telegram 
!roc J.lr . van Zeeland, the Prime lollnister or Belgium, aelt1ng 
tor information on what the laws or the United States are. 
He added that he d id not know who the Prime U1ni ster in 
Belgium will be who will replace Ur. Van Zeeland, au they 
have had new elections , but eta~ed t hat they must have new 
legislation to do all t hat ought to be done to stop the 
smuggling. 

HU, Jr. told the Ambassador that when he came her e, 
overseas smuggling was very active. He also told the 
Ambassador, •we got Cuba, France, Great Britain, Uexioo 
and Guatemala t o put 1n special regulati ons , under the 
terms or which t he exporter is required t o put up a bond 
wi th the Governaent which guarantees t hat t he alcohol 
will be landed at the place the ship' s papers s~ it 
will be landed. I! it is not landed t here within a 
speci fied time , t he shipper rorteits his bond. • He 
told the Ambassador that it h i e Government would insi st 
on these landing certificates on cargoes of alcohol 
coming ! rom Belgiua, i t would be very helpful. 

The Ambassador inquired whether we had an agreement 
with the tletherlands and Rll,Jr. told him t.tlat they had 
aoeured our Government that they will propooe the legis­
lation, but so t ar they have not gone beyond the drafting 
of the legislation. The Ambassador stated t hat it the 
neighboring countries should introduce such legislation, 
h ie country would do so also. H!.I,Jr. 1-eminded him t hat 
the onlY eource or t his illi ci t traffic at the present 
time i s !rom Belgium and if that Government would put in 
errect t he regulation• which would require landing cer­
tificates it would be a very friendly gesture and, he re­
peated, •very tte1p!ul. 1 

The Ambaeaador then asked whether ttte secretary could 
atop the dieagreeable arti cles 1n ~e newspapers. HU,Jr. 
repli ed 'If your Government does t ake eteps to have this 
legislation introduced, we can cer tainlY try to,atop i t. 
We certainlY will not instigate theee articles. He also 
told the Ambaeaador that eoamander Thompson had been in 
Belgium t or six 110nthe and had cont srred wi th ur. Van zee­
land and had explai ned to the Prima IU.n1Bter Just what was 

happening. 
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A group or Federal Reaerre orrtctala aet etch the s eorotarr 

ot tho Tl'eaeurr ac 11 A.M. to dtacuaa financinc. 

Thoae present ware: 

Henry Korgentbau, Jr. Secretary or tho TTeaaury, 

K.S . Eccloa , Chair.an or Che Board ot Oonrnora, Pederal ReaarYe s,., .. , 
Wayne c . Taylor, Aaaiatanc Secretary or the TTeaaury, 

Joaepb A. Broderi~k, K .. ber ot the Board ot Oovernora, re«oral 
Reserve Syot ... 

K .s. SZ)'IIOzak, Keabor or tho Board or Oonrnora, Federal Reaerra 
Syotoa, 

! . A. Gol4enwataer, Divlalon or Research ~ St atiatlca, Pe4oral 
Reaorro Syat .. , 

O.L. Barrtaon , Prealdant, Pederal Roaarre lank or Wee Tort, 

W. R. Burgeaa, Vioe Proaident, Federal Roaerro Bank ot Now York, 

o.:. Schaller, President, Federal Roaorre Bank or Chicago, 

O.H. Haailton, President, Federal Reaarre Bank or Xanaaa City, 

o.w. Boll, Aaaiatant to the SearetarJ', 

George c . Raaa, Divlaion ot Raaearch ~ Stattatlca, TTeaaury, 

C. B. Upbaa, Alatatant to the Secretary. 

Prior to c! iaouaatng the lWle tinuc1J18, llr. Burpu reporta4 

on a mooting which bad been bold at the TToaaury, attoD4e4 by 

repreaontativea or the rederal Reaerre Banke, tor the purpoae ot 

tlgh~ontng the regulattoaa goweraing aubecrtpttona to Treeeury teauee. 

Mr. Burgeae eatd that the .. roh ot't'ertng bad ebon a aoo4 auy 

aubacriptlone not tor legttt.ate DOeda of the eubaertbera but tor 

reaele at a apeoulattve protlt. In the paet, reltaaoe baa beea pla••• 

on a maxu.wa oubaeription tor the baata, oaab 4epoa1t tor other aub­

acrtbera and roduotiona tn tho percentaee or allotmanta made, 
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wr . ~rgeas r~ported t~t the re~eudatlon or t~ .. etlDc 

~ich coneidered the .. tter wae that • letter be wired today to 

redarnl BaserTe B·•nk.l tor tranaiRittel by them. to Mllber balllte au4 

others on their liat or eubecribera. !he recommendations, be eald, 

are conae"at1n a nd co a ,art of the wa y toward keeping down onr 

wbscrlpUona and el1ainat1111 peddlng. The oaeb requi~nt would 

be increaeed fraa ~ to 1~, end the attention or all banka would be 

called to the certifica te which they are required to make in connee­

tion wi th the aubsor1pt1on tor account of otbere. The letter suggeete 

to the banks that the purpoee ia to get equitable dietributlon and 

that l oans .. de to oust oaers tor the purpoee of aaking a oaah depoe1t 

are undeelrable . 

Kr. Bell read the letter which had been prepared ror traa..ittal 

to Reserve Banks and expla ined that it waa thought better to pu' it 

in t he rorm or a letter rather than incorporating it in a circular 

becauee the aubJeot matter is in the for. or requeets rather tbaa 

re(luireunta. 

TUrning to the Zu.ne tinanoing, llr. Bell reported t hat 1t the 

Treasury contiuuee to reiee fund• by .DO a1ll1on additional billa 

nekly through Septelllber , we will haYe raleed by that .. thod 

$l,o~.ooo ,ooo, tDOo atllion or Which will uture on Deeember lGtb 

~d t5~ aillion on -.rob lGtb. In addition 11' we ra iee tl billton 

new 110ne:r on 1'- l~tll by notee and/or bon4•, n will probably 

need no aore MW tv.Dde -til De~er and the 8Diltb en4 b~lsno•• 

Will be u tollowe: lilly, .1,680,000.000. Zane t&,68li,OOO.OOO, lillY. 

$2,830,ooo,ooo, ..wcuat, tl,&70,000.ooo, sept.aber tl,GGO.ooo,ooo. 

Oct ober, n~,000,000 8114 SOY•ber ta00 aUUon. Be esU•te4 that 

the bouue P«<J•Dt• 4ur1DC the period would .-:mnt 'o tl,IIOO 
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)(r. llorgeutaau indicated Ua:tt 1t the IIIArkft looa good 1a 

sept.-her it aigllt be poaaible to giYe up the additional billa tor 

tha t aonth 4a4 baYe inate' d a t&oo aillion iaaue or notes or bonda, 

)(r. Eccles oo..ented tb l t the bill progr4a waa Yery flexible. 

Rt eakpd what the deficit et the end or the year would be, 

)(r . Bell replied th t it had not been refigured but the ob~eee 

ara t ha t it will be ,3,~oo.ooo,ooo, exoluaiYo or boaua payaents . 

Ur. Mor genthau commented t hat relief expenditures baye steadily 

fallen ott since March. Be ea id t hat the progrma outlined by Mr. 

Bell wu a perteot picture from t he 'l'reuury standPoint if it went 

through. 

Jlr . a.trgeaa ea14 •• could probably hll early enough aboQt 

Septeabor poaaib1litioa to etar1 dropping billa 1n AUgUst . 

Ja. Bar:ria- ulmd it 1t were poaaiblo to atop the billa ha 

tho middle or July, but Mr. Bell replied tha t it so we would haYe 

to r aise tr011 $~00 a1ll1on to taOO llillion in Septellbor and he 

thought it could not be decided aa early ae ~ly. 

Ill" . Jloolea suggested that 1t we atopped the billa in 1uly ant 

then the boma nre 'bigaer than expected and n di4n't wa.at to heue 

a note or bond in Septoa'ber n could resume tho billa in septollbor. 

Kr. Morgelrthau aaU that the aattor or ~ billion new aoner 

had not been aottle4. but it thia group and the Preaitent asree4 

ha would announoe it tonight at hit pre•• oonterenoe ao that the 

~~arket aight haYo a oOilple or 4eye to abeorb the intOftlattoa. 

Mr. au-so•• rep~od that be had been talking to bub u4 

dealers in •e• York to ••• wbat the aarket would take. There wae 

41Y1ded oplA1011 u to aetber the urll:ot ie better now tluul in .. rell. 
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11 a pretty sood urltet. 'l'be aUuaUon in J'ranoe 1a 'belq watohect 

and will ca. to a head about J\me 9th or lOtll. 'l'be IUirbt ts 

arrec ted by the e~rhnoe or the last two ,..ars wben Aucuet anc1 

September were bad .onths and there 1e aoae tllou(lht that aaybe a 

••••onal .o. ... nt 1n 00Yern.ent bond prtoes haa established itselr. 

'l'he natural th1Dg to aussen 1a a oontlmaaUon or the o.o .. ber and 

Karob policy with a S year note, plus a bond tor oaah 1n equal a.oaats. 

'l'he matur1 t:r lll18ht be cra~allT stepped up. In Deoelllber we had a 

10-12 :rear bon~ and in Maroh a 12-15 ,..ar. We lllight now go to s 

15-18 :reer. 'l'bere 1a aorae loglo to tbla and the prioea l.oolt good 

tor 1t . 

On the IUitter or a note , the marltet loo~ good enough tor a 

r ate or l-3/~ and the Street asreee tha t oould be placed. soaa 

alternat1Yea tor the note have been ausgeated. One ta a s :rear cote, 

aaturtng 1n rune lg&l. ODe d1tt1ault:r With that ta that there 1e a 

uturity or t500 a1111on 1n Jlaroh 1.g41 aD4 one or teOO lllilUon 1n 

!uguat UU. 'rlU g1Yea IDO\llh oompeUUon to susgeat aoM Other 

date. Cona1derat1on hae been g1YeD t o Septeatler 1g39 or septeaber 

1g~. but 1t eeeaa aore loc1oal to aaYe those date• tor a poe•1tlle 

Septeaber 1aeue. Anotber al.tu·nat1Ye 1a a abort bond tor I ,..are 

u turtas 1D 1142 or ror t ,.ars aatur1nc in lt65. -au would eunn 

aomathtog the aaae aarbt ae a nota but the ooat to the Tr•aau!'F 

would be oone1deratllT aore. llono'l'8r, ...,. pea,le will not tab u 

1uue or aore thaa 5 ,.an aaturit)"o Jlr. aArpaa alao augeU .. 

thl t there 1a not ocaplete taa e:napUia OD the bond. 

With reapeot to the tloD4, 11r. Burgeu aatd there were unral 

Regraded Unclassified 



-11- 145 
alUrn&ti'f'ea. OM waseaUon ie tor I 10 ;reer bond et 2•1/fl/o. 

'l'h i • would be popular but would not help out on the Trueury problea 

or i noreaatna the longer dated debt. It would be a step backward. 

Perhaps it would not be good to st•e the b~e so lows rs-. . Another 

11188Ut10n 11 a 2·7 /- or a l ong ~. 'rile aarltet ai@bt not be too 

reoept in to too long a bond. U the maturity 11 too tar out th~tre 

w:rul d be a ltaJ.t:ttton plaoed on the bloolt ot buyer s . U ne r-ra4 

that the St andard 011 Company ot Now Zerse~ had reoently put on t he 

market a 25 year bond at ~ on a 3.11 baste whioh might turnish aa 

unrnorsble c0111partaon with a 'l'reaaury ~ at thts u-. 'l'lle aal'at 

ae_.. to ta'f'or a 2-3/fl/o. Another possibility ta that sa.. aore ot 

the bonds issued in -.rob or ot the 2•7/- ot lte6-60 but theee 

would have to be eold at a pre.iua and would encounter some reatstaaoe. 

Some banks want a new bond. The .. Jor ity lean to a new 2·3/fl/o. The 

preotee maturit y atsht be somewhere tn the neighborhood ot a 15•18 

rear bond aad to carry something onrl.t point pr-.tua tor so large a 

bloot. .l 16-lt :rear bond .. turing tn 19152·515 doesn't sound quite eo 

good trom eo• st&ndpointa but With l point preaiua atght eund a 

little more ohanoe. 

With reepeot t o the diYisian between banda and notee the aaJortty 

Y1ew ts tbs t oash ottering ahould be ~150 with holders ot matur~ 

aeouri ttaa ba•tns the ohotoe. 

Mr. Bllrr~ uked what would han to be paid on a 2G-215 :rear 

bond &nd Mr. Burpea reJ)l114 that •• ateu get nay wttll 2-7~ blat 

there te some preJudioo agaiDSt the 2·7/~ beoauae or a eluap in that 

1ssuo . As the maturity le extended tho market t o whioh we appeal ie 

limi ted. We .ust load the aar-.t olODS a etep at a t t.e. 
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Jtr. Barrtaon utcl U 18 olear troa tiM oorpora~e urlcet that a 

lont: bond trill sell. & .um .. ted a lone Mtur1ty now ud aaYiDC 

tbe abort maturity tor Septe8bar. 

Y~. Burgess aa14 on the other hand we baYe a bts bloolc now aa4 

tbe market alght turn adYeraa , to which Kr. Barrtaon replied that 

it ia always true that the aarlcet .tgbt turn adYerse. 

llr. Korgontbau eai4, "does a.,.one tb1lllc .. can't get $1 b1111oa 

oe• 110ney -- no, I nll put 1t o~berwtae", 1M aatd, '"does anyone 

tblolc we taka a rille tn .. king tor tl billion." 

ll.r. Harrison said be did not think ao aaauatng that tho taaue 

carrtee the eaae grayY aa uaual. 

llr. ltorgentbau ulced tr tho size or the ttn.anc1113 would arraot 

t be dootaton or tho ?edara l BeaerYe Syetea on excess reaerYea aDd 

Mr . Boolea replied that it would not arraot it one way or the other. 

Mr. Harrison said be thought it would be better eo tar aa the 

Federal RaaerYe Syat .. ia oonaeraed beoauae that aucb Troaaury rtnan­

Ci l13 would be out or the eay betoro any aoUon na tak•· 

llr. Boolea aatd be would like to baYa all the rinancing 1ll l'IIM 

and no ttnanctng tn September tor aeYoral reaaona. 

Mr. Jlorgenthau aalced it anyone thoutht the plan Jtr. Bell ouU1ne4 

1a unwtae ror between now and Daoeaber l&tb. 

Kr. Barriaon aaid that be thought billa abould:e. leapt tree •• 

an outlet in case or a plaob. It ia a pity not to aYo1d thei r uae 

eben there 18 no pinch. U •Y be allrtgbt to &O ahead now but the 

principle abould ba to uae billa ~~~ tt ta rtak:r to do otberlriae. 

Mr. llorgantbau eatd be would 111ce to be tn • ..-suoa where ha 

doesn't ha'fe to tiaanae in Sapt .. bar. 
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Kr. Harrison ausseated the possl~iltty or tapertnp ott billa 

1n l\lly Lt the bonus pa,..ant 111 aull. 

Kr. Boolea aaid t he poaelbilit y or increasing billa ta al•o•t 

11 good as actual balanoe. 

Mr. ~lton aalted tr ther e were a0111e adYantap to a quartorly 

tlnanolng and Mr. Morgantbau replied that •• ha•e established that 

principle and it seeaa aooeptable t o bond bu)9rs. 

Mr. Burgees agr eed and eaid that it would be a great help in 

the program of obangins trom abort to long .. turitiea. Be added 

thl t by the same token Sept•ber ia a cood 110nth tor tinanolna elld 

it ie • pity to drop a tax date unlees we need to. 

Mr. Harrieon aaid that tailing to tlnanoe on a quarterly date 

might be as .uob aisuaderetood ae financing at aaae other data. Be 

aaid that he thought the plan outlined Ultra-ooneerYati•e, and addef 

that he made that ae a comment not ae a oritioiea. 

Mr. Jlbrgentbau uked hia it be thouab a a~/- bond maturiDC 

in 19150-116 coneerYatlYe, and llr. Harrieon said J'SI, that oorpore­

tione are in no better position than tbe Treaeury and thet the 

Treaeury could reach out further it tt wanted to be lese oonaerYatiYe. 

Mr. Boclea asked it a r ate OYer 2-3/- wee not bed peyoholoSJ, 

We haYe been able to lengthen the mat urity without increaeing the 

rate . It woUld be a aietake to go out eo tar that •• hue to PQt 

up the rate. Be wants a lone Mturity u 2-3/., will etan4. - Mr. Harrlaoa euggeeted so- day we •Y ban to go b18)er aa4 

it might be well t o baYe one eben we don't have to. 

Mr. llorgenthau asked bow tbe crouP telt about $1 billion. 

Mr. Burgee• replied it ia Juet rigbt. We should take all we san 

ooatortably but aR1tbin& OYer $1 billioa •• 
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l{r. loolea aaked wtlT tile new 110ney aboul4 be 4iYi4e4 between 

the notes and tile bonda . ~e aaid it ia 4eairabla tllat the aeour1• 
. 

tie• be t aken by 1ndtY14uala and inatitutiona rather than banlta sinoe 

that is leaa inflationary. Banke are more inclined to take notes. 

fbY not have a pretty heaYe iaaue or bonds only or aake the diYiaion 

&o-40 or 75-.ets. 

loll'. Bur geaa aeid t ha t be bad relt that way a rea daya ago but 

we muat play to two groupe ot buyere -- the cash buyers and those 

who want to exchange. It too - ob oaah wei8)1t 1a put oa t he bolide 

they will be depressed and we will get lese exohangea. •• will get 

the maxt.wa on exobangee it the diYiaton ia ~!SO. Be urged that 

we keep the orrer1ng aimpla aDd rollow tradit1oa. 

Mr. lcolea aaid tbat it t here ia a 1~ preaiua on a .e-3/~. 

15-16 year bond we abould get muoh more than $500 million . 

wr. Burgees aaid that waa debatabl e and aa id that we would not 

be taldn8 .uob riek 1t we 111ade the proportion &o-40. 

wr. Schaller asked 1t that wouldn't roroe banks int o boD4a and 

Mr. Eccles said tbat would have a leeway on the exchanges • 
• 

Mr. Harrison said be bad great a~tby with Mr. Eccles ' point 

or l'iew. Be would like to malul the 1saue a t•pt banks leaa and 

1ndil'iduals mora . aa the sooner we get sounder t1nancinc t he better. 

There ia oritio1• aDd tear or buk innet•nta in son~nta aDd 

long tara corporate boDils. Be i a not eo aura t ha t we bavs to re!J' 

on the banks now and eo u is thinkiDC or a lone tara boad. Yield 

ia more important tbaa maturitJ' now. A 10118 bond will tap a field 

l ong oloee4. 

Ill'. :&oolea aa14 that u tbouclt' a .e-::,ffl/> bond will tap that 

rteld and tut 1t would be a retleoUoa on OOYe~t credit to haW 
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to r a1ae the rate now. 

wr. BrOderick added that 1t will make people eay that oon41t1ona 

are aett1n& wane. 

l(r. Korgenthau aa14 that we would ulte up our a1n4a aa to •he 

proport1oa bet .. en note• aD4 boDda on Frida~. 

)lr. Korgentbau --c up the aeatt..nt ot the oollteraue u belllll 

to s tve holders ot aaturins iaauea aa option ot a 5 year 1-3~ aote 
' or a 2-3/'~ boad aaturtna aomeWbere around 1150-05 with t1 bllllon 

new money on the aame boad &D4 note d1vtded 50-DO or ao-.o or a~ 

pr oportion to ~e later agreed upoa. 

"'nl.leaa aoaeoae thluka tbla la a .. y ott-, be aald, "'tt aowada 

good t o me."' 

• 
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May 27th 

I talked to the President about the bond issue 
~nd h~ was perfectly satisfied. He had no suggestions to 
II' ike . 

I suggested that he see Farley and me about the 
Board of Tnx Appeals . 

I showed him the slip from the news ticker that 
Ickes was to get 250 million from RFC for either loans or 

150 

gr nt~ . I said that t his will put his budget 250 milli on out 
or balu"lce . Re got very angry nnd annoyed at me and said 
•you do not understand it" . He went through the same rig~ole 
th~t he went through a couple of weeks ago when I brought the 
same DIJ tter up. He said, •I told you the money will not be 
spent• . I continued to protest and he said very angrily, "do 
you sant me to give i t to you in writing that the money will 
not be spent?• I s ai d , " thrt will not be necessary . The 
newspapers will interpret th t your budget is 250 million out 
of bal ance", to which he replied, "don ' t vrorry about it" . He 
practically told me it was none of my business . I told him that 
I felt that the budget was my business and he bad no comeback 
on that . 

Before all of this started be leaned back and said, 
• I do not think you realize the significance of last night ' s 
tux meetinr" . I said, •I am afraid that I do not because I 
wes very tired last night" . He then said, •well I h·d my nerve 
with me . I tackled the lion in his own den• . He said, •I went 
up ,.,.ninst the Democratic ... , l!lbers of the Finance Ccu;:nitteo tmow­
i~ t hAt the eaJority were ~gainst me. I told them a thin~ or 
two, didn ' t I?" I gave him no encouragement ~d did not sit 

oer a t his feet and say wh~t a great guy he was because I did 
~ot r eel that he had done a ~ood Job last night and I will be 
very much surprised if the Sen te Fi nance Cotnmittee gives in to 
his wishes . The fact that I did not sit there in gloiin~ 
adrniNtion roost likely put !'lim in a bad humor and then he let 
me have it because I dared raise the question about the 250 
million for Ickes . Unquestionably what happened was that m1en 
the Committee called on him from tho House suggesting thut 700 
million out of the 1t billion be earmarked for Ickes he agreed 
to r ive them 250 million out of the RFC funds and in that way 
got the bill through the House and he is not man enough to 
ndmi t it to me und I do not think to himself that tbrou•h this 
deal he has definitely thrown his budget out of balance by 

250 million dollars . 
When Hull ccme out of the office I spoke to him 

and he told me that it would not be necessary for us to meet 
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as it w•.:l up to me to carry out the law. I aaked hi•, 1r he 
bnd t 1mr , to read teye Attorney General's memorandum Which I 
sent him this morning and he said he had not. I asked blm 
if hr hud read the President ' s aemorandum and evidently he bad, 
I told him that i f we were not going to have a big meeting I 
would like to see him about this alone . Evidently Hull has 
made up hls mind that he is going to go through with it and 
there i s nothing more that he can do about it . 

151 

Regraded Unclassified 



152 

IICNS66 

ADD RELIEF BILL, SENATE 

THE COMMITTEE ALSO APPROVED A P~N 10 PERMIT ADMINISTRATOR ICKES --TO MAKE GRANTS AS WELL AS LOANS FROM THE I250,0001ooo REVOLVJN' FUND 

HE MA INTAINS WITH THE RFC, 

THE RELIEF FUND WAS CONTAINED IN THE 12,368,580,0.- DEFICIENCY 

APPROPRIATION MEASURE WHICH THE COMMITTE£ VOTED TO REPORT FAVORABLY 

TO THE SENATE FOR ACTION BEFORE THE END OF THE WEEK . 

IN DECIDING TO TURN THE MONEY OVER TO MR. ROOSEVELT, THE C~JTTEE 

REVERSED THE HOUSE VERSION OF THE BILL. THE HOUSE AL SO HAD REFUSED 

TO MAKE ANY PROVISION FOR ICKES' AGENCY , 

5/27--RB135P 
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II'"COCitAL IJtllSIIItVK eAHK 

Oft HKW YOftK 

•r::rr·~ CORRESPONDENCE 

CQJFIJ)KftT.U. ns.u 
L w. ~oka 

DAn .., •• ltll, 
SueJilCT· fii,Kn'CWI CCWD11+fJQL __ 

J called Mr. Boltoa at lla'l M4q. loltoa, \ha ._. •• 

Cari&uel, felt that aotb1q 14 bapp• 011 IDU7 or .....,.,, u a 

aatter of fact, it a ... e4 to b1a that aoth!Da ooal4 happ• .. tll 

about tba aacoad •Hk 1D J\1Da, !hare .. , aotb.iaa ... 1a tha una­
tioDJ tha aa.iD 41ttiCNl.t7, it •••ad. to b1a1 waa \he fact tbat tha 

whole world felt oenaia that -athiDa ba4 to happ• 1a h•••· 
I aade retar•o• te the nNdtlT d1atnSIIb.1Jia ao~ok ~ 

the Baok of Praaca aad ••tura4 the opiai• that we ~d.\ba Yel')' 

far troa \he irrelbloibla w1a•- 1D the aold appJ.T 11b1ob tba rr•ob 

would want to, o• would haYa to, kaep tor det••• parpoaaa, be that 

111.Daa &a or 150 b1ll1oa, or eoaatb.iaa like that. Bolton picked .. 

up on that aad alka4 Whether I felt that the war cheat tbaol')' ftl 

t he rtaht ODe. I told b1a I oan•tntr did 1a tha ltaht ot pan ht~ 

t ol')' . Boltoa, bow&Yer, did not ••• to be aa lllra ot U aa I. 

I 1D~re4 abollt buaiaaaa 1D the LoDcloD aold aarket. BoltOD 

replied that that .. rket waa not 1D bad lhl.peJ dail7 prtcaa ware Yal')' 

neerl.T on partt)o wtth PariiJ hoal'41Da d•aad ••• aot Yal')' lara•· 

I aant1CIIle4 that I waa ala4 to '" that troa Uae to tlae they wan 

able to pick up -• aold \1Dder OW' order. 

BoUCIIl tbeD 1a~re4 111hat \he t"' tna waa 1D thb aeat17 

• 
abcNt tbe dollaro-aterUD& rate. I replied that 1D .., - ~· 
opinion a htah nerUD& rate Wllld be no aore Jlt'plllaJ' thiD a low 

nerUq ra\eJ 'llba\ .. , prtau117 dea1re4 wu a nabla rate. I ailE .. 

h1a eethel' he &I reed wt\b that u4 he N14, lllea, ot &OIIl'H• • 
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I'&DKIItAL. AU&"VI: .ANK 

Of' N KW YO .. t( 

E CORRESPONDENCE 

OOJilDJDUL nLM 

J.J _ .XDcllte---

DATE - M, liM, 

SUBJECT• ! p 101_1 Cft'D'8f!101 __ 

__ ma ••u or li"CI. __ 

Jlr, Cari,uel. oallecl •• a\ Ual& \oclq, Ho oaid ,ba,, aa 

rune• l ooked •• priiOD,, ' h o lanaut GOYomaet -.J.d rolip Oil 

tho four th of JUDo morODJIOil tho Protide• would oall upoa Ill'. ~~ 

CO for. 8 Aft aiO'IOJ'DaOD,, fh11 Aft IO'IOJ'DaOD' probablT woald 'bo 

tonaod oa • h• fifth or •h• alx\h of lllllo. Oil abcN' •h• •eth or 

t ho el.O'Ie,h, • h• Aow IO'Ioma•• WI:Mlt proae• thel.t 'before tho 

Challbor of DopuUea. lothtD& waa Ukel.:r •o bappe onr tho ......... 

I 1Dq1ltrecl aboa' how UWII• wore aoilll 1D Parte A.-. 

Cartauel. ropUecl 'ba' doUua wore wu•ect ud • h•' tho aorto• 

benka had ao tu aold abOil' t?,ooo,ooo aaatD•• aold to be lbippect 

to lew I orit. fhe BrUtah l'lllld ba4 be• opora•illl ba' he 414 ... 

• 
lmow :r•• \ o ma• at••· fho u•• 'wo ..,. tho Jlllld bad bOlD ... 

ot t he aarkot. t h o reftecl nuaaoaa ot •h• true, Cutauel. \h.Oqh,, 

H I due to lp&80410 OQ\'broMI ot labor nrtlitll 1D tho pro'liaHI 

Whtdl had aado a 'bad tapro11too • •ho pa'blto. 

Regraded Unclassified 



I 

TREASURY DEPARTMENT 
156 

\ 
INTI:R OP'P"tCC CQ-..MUNIC AT10N 

•o SeereteJ')' Jlortlentbau 

Ria GeJWp tpht1d.1M 
llr. Viner's letter •ba teo poiatea Firat, that the atetute 

abould, in aubetenoe , be P"'" a strained conetniCtiCIG to aToid the i.a­
poaiticm or eounterT&iliD& duties. the standard ot q ottlca 1a tbat 
~his and other atetutea shall be ginn a ra1r oonetructlon, without, 
on the one band, atra1n1~~& tbe l.aDauaie in order to i11poee counte!'­
TaiU,. duties or, on the ot her b&Dd, etrainina it to n oid such a­
position. the treaaUJ')' Deoieion (41964) , which be oitea, doea not 
aupport his propoeitiOD because, in that oaaa, there were additiooal 
reaaoos tor not illpoei.Jia counterTail!Jia duties which were conaldared to 
be ao welahtJ aa to aett.le tbe question 'l'itbout aoina into otber •ttere, 

llr. Viner's aeoODd point is that no hountJ 1e paid 0 unleaa the 
exporter, in addition to what he receiTSd tro. the purchaser ot hie 
goode, &lao receiTed ll:s!a J2a i!lllu fOWCI additiooal r.UDer&tiOD, 0 

Tbie propoai tiOD b obrloue4' talle.cioue and 1t adopted would ooaplete}3 
nullifY the countena1U,. dul;Jr etetute. A1l7 toreian aonrDMnt could 
operate a wholesale hollllt;T aoheu and aecape the counterTaili~~& dut;r 
atetute b,r adopti~~& the tollo'l'ina plana 

The toreip aon~nt would itaelt tranellit to berican aportere 
11011117 cred1 ta equal to, tor exaaple, ~ ot the uoUDt ot the aooda 
each berican illporter had ho~~&bt fro. the count~')' in queatioo durin~ 
19) 5, 'l'ith the prorta10D that these credits could be used br the 
berican ilaporter in ~ up to ~ or the price or bia ilaporte fro. 
tbat Col&tJ')' dur1n& 1936. 

There would ha no qaeat10D that the ache• proposed would oooati­
t uta the ~nt ot a hotmty because the a tetute OOTen p83MDta Mda 
"d1reot q or 1nd1rect4>-• and •hcnlwTer tba - ha paid. • Yet IDler 
t his ecbeaoe the uporter would not rece1n, in add1ti011 to what be 
receiT\!d tro. the purc._.er ot hia aooda, &QTthina troa &117 othar aourca . 

FiJall;r, llr. Viner c1 tea the Board ot Apprebere deoiai011 Jo, )~Tf 
whic.h, witb tha other - be cited, wu iDcl.aded 'l'ith the llat ot 
deoiaiODS w had aut bill. That dNbiOD quoted fro. l'lartaD'• Law 
D1ct10IIal')'; and 1a not quoted lD llbe.rtoD' • Law D1ct10D&J7 u llr • 'f11ler 
ateted . tl,., deoiaiOD 1tealt b 'll!oDll7 baaida the point aiDce it 
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related to a torelp drawback, 110t to our oowatanailiAc dui;r. lbartae•a 
La• DictiOD&%7' 111078 tlat • bouai;r ·-bl.u • ~v to be aol4 
abroad tor leu t.baD ita utunl. -t, wbereaa 1 drawback -'bla• 1t 
to be eold uac~ at ita utunl. -t. • llr. ft.Mr -ta 011 tbia 
quotatioo '117 atatiDc tbat., "'laept. tor tbe boad Uld acrlp cuaa, a 
Gerean exporter OUDOt aall a~ for laaa b -.rU t.baD the _.. ot 
hie coocta b .ub witbolat autflri.JI& • ~.· Ov -tanantac 
dutJ atatute -t.aiu 110 ellllb Ua1tat1011, Uld beaoe, bia atataMDt, 
tbcugb true, bu DO baar:I.IIC 011 till proper ocut.ructioe ot oar atatwta. 
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Tale hone Conversetion between Her~n Oli ~ant r~d Robert 
JackAon , Aeei~tent Att ~rney Genr~el , 11: 55 A.~. Yer ~6. 

Part not underlined verbatim fro~ t he a ttached steno-
s~aphlc notes cede by Ules Ell•abeth Shelly. 

¥r . Ollphant : Ho~ • e lt ~olng Bob? 

Ur . J a ckson: I am trying to keep t wenty-six million dollar~ of 
your money trom being tied up by the soapmnkere . 
I argue that case here tomorrow and nex t week ln 
st. Paul. 

Ur . Oll ph&nt :Say Bob, there must have boon ~ome m1eunderstPnd1ng 
aoce.-here &lon'( the line ln our convcrootlm concl'rn­
ln! the Loulelann queatlon as to •nether or not the 
Secretery ~ould want to ~eke a recoomendetion ae to 
•hether V1osca ehoul~ be continued or aa to whrthor 
or not they ehoul~ be d l emleseo , Irey says a letter 
baa ccoe from Vlo~ca thot he l s going to d1em1ss theQ. 

Lr . J aokeon: I don 't know ~bather r.ny such letter hae come ln. It 
hasn 't come to my attention lf lt has. I wee my under­
standing th8t you didn 't want t o m~~e any recom~endstlon 
ln connection w1th the oases at all . 

Mr. Oliphant :The question you rnleed with me was whether or not 1! 
was worth while t o to.lk to the Secretpry about VloAop' 11 

handling the oPRcs . Well, of course, lf he answers , 
it w111 have t o be mere or less covered by hls JudSIIII'nt. 
I gathPred from a discussion of the matter ~th the 
Secretary that we felt t hpt 1t •as not our conotrn who 
should handle t~~ cares . 

lr . J ackson: ~ell, of courae, t~t more or leAs deteraines what 
i s so1~g t o lulppen . 

kr. Oliph&nt: Wha t 1 s that? 

J.;:- . Jackson: In other word11, .-hat •e ere up agoin~t -- V1oacn war 
aopolnted by Borah who hee already been report~d AI 
displeased about out butti ng in on hlm. ThP ~etter 
of conviction dependA entirely upon the court P nna 
t he oommunltY' A attitude. It we auper~epe Vlo~oa 
end send somebody plee do• n there to try the oPges, he 
has got t o face that l oosl ~ituatlon , and in ed ltlon 
to that he la goln~ down t~~ ~e as an Adm1n1atrnyion 
E!B· Th~ Administration is not directly responsible 
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tor w~ t lui may do about it. Uy Jl:dt):ltm: wu tlu\ t 
un~er the o1rcucetancea, an~ un~er atate~entc oade by 
Judge FoPtPr , we would be t ool1sh t o send someb~y 
down who •ould auper~ede Vioaca. I am sure I wouldn't 
go , an~ I wouldn ' t oend any C1f my friends . (He aald 
.,1 t h a laugh . ) 

Wr. Ollphant: Wcll , I Jugt wanted to repeat that the Treasury thlnka 
those caseP ought to be proaecut ed . The t hought I waa 
trying to convey waa t~ t, I understood that t he 
Secretary ' s position •as, re Fhouldn't int~rtore 
on th1s metter as to ~ho la to prosecute them. 

Yr. Jackson: Of course, the hands you let them go through in all 
probability •111 detPrm1ne their outcome . 

Lr. Oliph~nt : I suppose thla is true Bob; going bee~ to T~~t I Estd 
the Secretary'e decision was t~t he wouldn 1t asa~e 
responsibility tor who shoul d handle them or that 
Vloaoa ehould h~~dle ~· 

Mr. Jnckson: I euppose ln the tlnal analysis the President ia re­
sponsible for he names the United States at torneys 
int~~t district. As long aa Viosca l s there, I 
have got to deal wlth him, and I cert ainly v•ouldn ' t 
t ake t he responsibility of sugge~ting superseding him 
in t hose caseo. 

Mr . Oliphant:! could understand t ho t decision on your part or 
whoever makes it t~ere. 

Ur . Jeok~on : Well, I understood thet you didn' t want the reAponai­
bl llty . 

llr . Ollphant:It ls fair t o RaY tbet the Treasury thlnlte those 
cases should be prosecuted; the Department or Ju~tic~ 
ahoul d decide who 1s to prooecute thP~. 

Ur . Jockeon: I heve reported to the Attorney General 
should be prosecuted, and should result 

thot they 
inconvlctlons. 

Mr. Oliphant:You and I agree on th~ t polnt , don't we Bob? 

l!r . Jackson: I didn't ba se th~t on any t elk •~th you, but on myh:olk 
I had rlth Irey It weP his ooin1on tha t they ou~ 

to be proPeoutee. You dl~::h:~~h!~ !~~r!~!u~~:r~tood 
opinion ebout snythlng.A t. the Attor ney General wee 
or not , t he report I meue o 
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that V1osoa should be adv1eed the cases we~e 
1n h1e honda. He rould have to handle them 
the beet he could unde~ local con~it1one, but 1t 
wae the opinion of the T~eeeu~y thst they ahoul~ 
be p~ocec~ted end should ~eault 1n conv1ct1one, 
and I em •~e that was conveyed to V1oecs. s~. 
whet~e~ we mteunde~Ftood o~ not, he hed unde~~tood 
that that ••• the op1n1on of the men 1n the 
Treae~y -- that thet waq the caee, and I co•­
mun1cated 1t. 

Regraded Unclassified 



ttltMe• Ctpnr•t'• •ts 1eno· pttetsr w .,.., L 
l f•'?P · ' ' ' '•Wt. A\'A!W! flepm1. 11•5$ e e • 1p M. l ijl, 
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llr. Ia~ 
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lr • .tuaoaa 

.... u. coUI lo'bt 

1 .. U71ac to &oiop t.nlrt,J-.U aillloa dollan .r 
:rwr -.q trow 'beiltc t.hcl _, t., t - _,... .. ,... 
t .,..... U.t. eaoe ben t.orrow uc1 ead "* ia 
st. P..t. 

"' Aeb. ' bon = · t. Len beta •• • tc•+•rzd'v 
' 1 1ten ' 1 M% tJw t i v 1.p S 99RJHMU91 ' 750 
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llu - hoe U oaQ& t.b.lt !.o u ,.11111 w d!eat .. '-

l 4oA' t. lal3W' w'bet.'ber OD:f ~ lett.u bu - ia. 1\ 
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1A co-Uoo nt.b t.'be caeae at aU. 

n. IIIM.UO. 700l l"a1Md 111 t.b ao • •• ellltt.ber or .. t. ~ 
W tqrth zMlt tp Wk t.p YM lttr!t.la •bpt JieWt t 

bt7'1 'P' t.b1 "''' • I.U. oL oourH, 1.t 1M &MHra1 
u nU baw to 'be .,,. or lHe oowret 'bJ 111a ~ 
1 cot.Mrod. trow a 4UCIU&10D ot \M •tter 111\b tile 
S.ont.U')' tbat. n tolt. \bat. U ou .. t - e.>~~Mn& oM 
abcMild hedle \be ouee. 

l oU , ot oouno, tbat aon or loa& 4otend.ae8 obit. 
1• coinc to 'beppo. 

l'bet ' o tbatt 

la o\Mr word&, wll&t • • an .... a1ut. - 'f1o- •u 
.......... "" IKM ... bU ~ liMA roporlod .. 
u.,aweecl abolat. - 1111Uial Ia • ~ 1M •t.\oW 

:. ~.:::~·, -~ .. --:. ~ '• Lf' ... u : .... , ....... \o \17 '-- - · Ito 
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'!he SeoretuT oolltvn4 thh IIDrahw with Ill' . Sbeld.ola B. CMea, 

$eoo114 l'!M J>rea1deDt ot l:bo CU.. Wati-.1 llulr,:reprdlllf> t ho torUio.S.C 

t1DIIJI01D&• I n• al.eo pre-t. 

'l!la Seorehl"y •xPlalaed to Mr. Gro• that ho hed ubd hi.a to 0-

don to dieouu tho Treoeul!J f1Dilllo1D& fbr the quarter bec!DIIill& J'wlo lD, 

aJid that &11• he ooul4a't dieolo .. exact17 'llbat the ~ 1aa4 111 

111Dd, h8 ll!lllted to SOt ht. 'liewo <a the SCOrel picture. 

!o!r. Cre• Aid hia pereoaal rlew •• that tho Tl"eeiiQl!J IIIIOOilld 1-

a loug-tolS boad tor t!lo ctire ....uJ~t ot --.,. n.teh Ula TreUil17 hell 

atated it nH<led, -17, ll,ooo,ooo,ooo. Jlo aa14 he realhed tllat aliT 

thillao coUld ba_ppen withill t-ty-tomo houro &lid that po .. lbly tho _.. 

oouonatln •ua& .. tiGII 1IOilld bo tor 01117 a part ot Ulo otterill& to be put 

into a lCIIIII'"hm 'bond 3114 a part illto tl ...... Tear aotoa • 

.U to the 1oac-to111 boad he Ulcu&ht the t we oaa.ld ..U a &-r./4 per 

oeat 16-20 )'8ar bGIId (l"&-1141), or &liT tiM with iD tho period rr.. ltiiO co 

bond, but ho ne quite oertaiD that tho •l'kot •• ~eotill& tho &-r./4 per 

o•t Milot tOIIf the ebOI/fter period. •o euaeo\ed tllat t!1e bUllce dollar otter­

ill& be opllt .., u to otter taao,ooo,ooo ot &-1/4 per c&t hoMo _. JIIIO,OOO,ooo 

or 1-a~ per oat n....,.MJ" aotee. 11e bad ci•• •- tJu•&U to the poulliW\7 

ot atta!ll& • eM1t1~ _, ot tile -.re lD notee CD a buio to Jield 

q~prorn..tel.lr 1-1~ per out . 'alo -u P" the T:Nul117 • pnm• at 
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po .. l bly ....... .,_tho o•h ca oaob - hllllll.n4 dollar a.ote . • ea14 u 

~ aao pn \he llaldero ot tile "'•• •turlq Oil .T1111e 1.11 aJid .&~!Cut 1 

tho npt to aODYor\ IIIMIIl -·• iato ol\hw tbe boDS. or \he -.. to be 

otrored. 

ll'e 414 11ot thlllk \hat tben •• ~ 4oullt but &at \he orter1 .. 

011 thie buh woald rP all4 10 .. u . 'l'lae pn-t •rtt.-t, be 8&14, wu 

r1pt tar tho l~tom boD4 and then 1a al"-" a 4~ 1'07 tile *o"-r 

ten: oeou.r1 tloa ill tb ten. ot tln yeara ar le••• 

'ftlo Seontar)' \II• uke4 la1a 1t be hacl.., otber ngeat101l0 ~ 

p.r4111C t.ba Trea&W')' t1-u, 1A s-eral. • ea14 that he thcolcbt ... 11&7 

to proTCt pa441aa ill the ..U..r •-'• wu to wen a requa..,t 1A 

our circular to~. etteet that all bOD4a 1e•e4 c:a allot.Ua ~ to, eay, 

$10,000 IIIU.at be recutered 1A ~ - ot •• -r. 'ftl1o wCIUl4 haft \he 

ortoot ot pnolu41 .. la411'1Dla r.... put t1 111 1A Ollba07ipt1 ... tor Moll 

~ar or thll1r taJIU.1 .. ar their otllor nlatl,.... 'ftle 01J110&t1CIII 1o wcr\11 

aott-. tor tlltliN ooaa14waUC111o 

ll'a &&14 he &lao woalcl U"D to - \he Tl'eaOill')' atop 1a81l1aa 'l're&IIUJ'7 

bllla w1 th a •turl 1:7 oa Doood>ar 1.11 . ll'o a4111 Ue4 that th1a •• l.ar&el)' 

tar aeltbb rea-, but oa14 that -t ot t bo people *o 'IN7 'l'N&WU7 llille 

woul.cl pretor tiD aoo t be •turitr so ,.,_. llao ODcl ot tbe )'&&l'o ~~~~--. 

he oa14 tlad tu elate• are ••any 1A .&prilo £ peat aliT poop!• MT tba 

Trouu.z:r 111lla a4 ll.old tM& t• tllot elate. b thc.cbt it Jd&llt lie woll to 

atart Su-t •• aoca •• poaaible to .. u ~ bllla wl~ • •tu.rttT ca 

llaroll l.ll 00 u to -• MU'l)' aet tbla taa attud1ca aa4 tb1a wCIUld ll.on the 
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.rreot or talciJits "-" tu lMaJn• oat ot the npl8r bill ..nn. 

Be wgeate4 tbd 1JI n.w ot tbe raet .. _. a larp part or u.. •~>­
eoripU,.. ot ta. :n.u 111 othorb1 wa.ld ao doabt tie •u u oaa 8114 the 

t\lnher ron tbet the 'l'rMIIU7 woal4 rweetn l.arp Uo- kx ~-*• • 

tllat deto, it lldellt 'be well to P"" oo•1derat1011 to the ol111Uat1011 ot \he 

extra TroalllJ'T bW. tor \be lan no ar three WMite ot 11u1e, owrt.alal7 

until the 'boD.Ua po,_.na boli• to IP oat 1JI 'flll UM. .Lt tbet tiM \1141 'l'roo1N1'1 

billl ocul4 'be atarte4 apia eo a e to .oro 118&1'11 equallu tho_, -.ftet 

tro:a tho e~t fill Oaon-at el!PO.Slt-e. 

Be calla4 attftUca to tile tan that a P"Mt..., tiMe larp bloob 

t:1l 'l'reonry 111111 •- cato the •11ret, aD4 it 1e nt.her 41tt1oaU ~~eoa­

o! t1\e -u Jie14 huh ca wbiell tber are dealt to 41apoao ot \b-. .. 

\hQI&ht it wo:al4 'be Yel')' helpful 1r \be J'l4aral BeMt'ft a.rn• would adOPt 

\he pollcr ot hutuc nox1b1Ut7 1a the portfolio ot Oon...._.t .. ourtuu. 

'l'llo poet no JIIU'a baw '"- aAUrol.T too rtcl4• a. \bcqht that U' \11111 

could co u;p 11114 .sao. nwa e ruse ot 11150.ooo,ooo, tho J'l4eral lbMI'ft 

sr·•- oould r .. 41lT alloort. larp ottertap ot \Ilia lr::1JI4 11114 .. till - u. 

'be nry helpt'lll to tho 11ln1 tu u ... wlatah t1a4 it MOOa lt.l')' to 41apoae ot 

th• 011 short DGit1oo. 'IIUe 1e u neelloat •110n1oa. 
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Place of Weetingr 

Date: 

Prnent: 

Secretary of State Hull•e Office 
State Depart&ent 

Friday IIOrlliO« t ilq 29 1 1936 

Secretary of State Hull 
Secretary of Trea.ur.r llor cen tbau 
Attorney O.~~~tral ClulllltillCI 
llr , Bei'!IWl 0 11 pluult 
llr, lfqne 0. 'l'~lor 
llr , Johneon 
llr. ~ Bell 

llr • .Archie Lochhead 

Tte a:eet111g opened w1 tb Secret....,. ltlorgent.b., t'efer riD« to the .. :oru41.D he 

had roce1Te4 from the Prellcl ent re~~ll& coUAtervaiU JIC cL>.u... Be aleo referred 

to the a:e=oru4um relative to the opinion which wae aekecl of the Attorney Gelleral 

b7 the Praeiclent on thia aubject. ltlr . Oli phant eleo read from Section 303. The 

Stcretar7 pointed out that the S'rea .ur.r Bureau of Ouetoru had informed hilll that 

Sectlon 303 ohoulcl be invoked and eo advi.ecl t.h e Secretary on April a. !hio 

queotlon ha4 aloo been referred to the S'r•a1Uf'7'• General Counoel who aloo -creed 

that 1t ohoulcl be inYolcad. After receirln& t.beoe opl nlono, ltlr, ltlorgenthall 11M 

reforred th la queation to the Proeiclent, who in turn heel referred it to tho 

.t.ttorney General f or an opi nion, who returned it after a period of about four 

, .. ka with a brief on the aubject rather than an outrifht opinion, fr0111 which he 

reacl one paraqaph on Pace 1a which etatecl that the ue• of ecrlpt and hond.e ... 14 

to fall Wider the prodeloa of a bount7 or uut. The Seor•tarJ otate4 that f.._ 

all the nldonee and opinlou wl:altted Ule 1• OIWI"DUT obll81tecl h1a to lnYOD 

hctlon 303, but that azq waeeUou which ooul4 be offered which were tuJ'Uier 

reaoono e.o to wbr lt would not be neceuaey for hila to Olt'l'7 out the lP would be 
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"r"f welco:ne . secretar7 Bull atatecl at thla \l&e that he 414 not real be 

tt.t tha 4ac la1on waa to be lllaU without further conferencea rlth the J>ru14ant 

w t he a4111t te4 he waa not aura on thh point. At torne7 General Cu=tnca etate4 

tl:at wl:an ba reca1n4 tbe requeat for an oplnlon on tbh polnt on April 18 ba 

u~~ht 1t would be a!mph, but npoa ln·• .. u.-uon h• follM that there "ra a 

rrut OWibar of campl1cat1ona to be tboll&ht out &114 ba ba4 therefore raqueata4 

tl:e Deparllrant to malal a further report. Be thoucbt that there waa • peUoa 

ot pollcy to be 4ec14e4 an4 4acUecl to eubmlt a -ran4ua to the J>rwal4ent i~ 

etta4 of an opinion, aa a l epl opinlon might pro,.. •barruainc to tba Prwal4ent. 

llr . llor&ent hiiU: 

Cuo:lll Of;. : 

Bull: 

CWoali nga: 

But no conclualon waa draii'Dl 

tu , there waa on hpl pointe. 

!be 1 .. would apparently call for action. 

»o doubt the atatute 1a mandator, and lf 70u carrhd out 

tbe atatuh it would be 4cinc 'llbat the la called for . 

Regraded Unclassified 



llr. 1!1U11 lba\ wa are _.I'De4 a'Wtl\ la Ule S\a\a Depa1Ma\ 1a 

ao\ cwlae4 \c the lecal phuaa llll\ 1a the cpa a \loa of 411111Dfl; wl u. a 

41ft1cW. t lltuatloa aa4 \ha aerloua affech which \hh r~q ba't'l oa 

la\eraaUow rela\ioae wl\h ner7 couatr,. Ia haft 'blu world~~& nr, 

bard with 01111&117 for \ha lut \wo ,.are 1a order to 11\\ll e ... 't'ley 

41ft leW. t qu.eatloae of tra4a aa4 thllr cS.bt t o \ha 11alte4 S\a\11. Ia 

ba'fl beaa •aklag nr, lull\aat ~41 to Ol1lllall7 1a repri to trau 

41acr1a1aa\1oaa ea4 \ha aoa-op~t of cS.bt aa4 ban •41 ICDI hea4WilJ 

la cllarlJI& \hie up 'but the 11 tuatloa h atlll nr, acute. Olr"U.IQ' hal 

beaa lhowlac aore 41epoa1 Uoa to a4,juat \hall qu.eetlou aa4 hal acre14 

LJ 

aot \c uaa Uta $-tOO,OOO,OOO aoript u a eu ... lq t.4 \c ..Ua141aa uporta 

t o the Ual te4 S\a\aa. II ban Maa pSalll£ IIOU p4 IIOrl COACIIIl- fn. 

the 'bu\ H h Tar, 41tticW.t 'blcauaa of the tao\ \ba\ Ule7 abo haft to 

atra1&)ltu out these attalra wl\h llritala aa4 other ccraatriaa. !he 

a.- £0Til'IIIIIID\ at the pr11aat U.. coatroll IT&r, 4ol1ar1a worth ot 

tra4a 1a aa4 ov.t of thl ocraatr, llll\ th17 cla1a \h17 _, \c pt aWilJ 

troa thaaa raatric\loaa Jut as aooa aa poaalbla aa4 the\ \hie rill 'be 

po11lbh when the racietlre4 Mrlta •4 cS.b\ ~h are clle'l4 "P• !llie 

queaUoa ne \aDa 'Clip '117 \he o-erc1a1 PollCJ c-H\11, who naan1-.alJ 

111£C .. \a4 that 1t ahoD14 ba the aa4UTOr ot the Goft~\ \c tla4 a 

pollCJ \o conr \he a1 tuaUoa laa\114 of oarr,111& 011\ \ha tlchaloal 1 .... 

!he applloatloa ot \hie law W01114 tov.ch ITir, apor\ tfta 01D1aa1 ao4 • \ 

the rraeat tiM O.~'e aport ua4e 11 flOO,OOO,OOO u4 hlr lllport 

trade f?O,OOO,OOO, with a taTOftbll tra41 balUOI ot t3(),000,000 1a 

taTor of the Ual te4 S\atae. 

llr. llull axplalu4 \bat \hare wu ao 11111U4ara\aa4111& u to \hi 

'l'raaaur,' e poeU1ca la \hie •ttor llllt he ae elllplJ clTlll& the ~ 

cr-4 tna 'llbiall. the 1\a\a J:Hparb<~t wu -iurill& till nl>Jaot. llr. 

llorpnu.a ata\e4 \ha\.,. w .,.14 'Clip Ua1a qMeUu tor OTir two -\1111 
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uw ill orier \hat H aleb\ 'be properl7 coul4en4 u4 all o\Jeo\lou 

auwere4 aDd \hat he ha4 fhlall7 WoiiMCl t.ha l'nel4e t, who ill \uno 

had reterre4 U to the J.\\ana.,...Oeural. llr. lllall aa14 ''l'IMn h 110 

<p.UUoa of law•. llr. llora-u.-- 1aa4 \hare h ao quoUoa ot pollOT 

lxlt 1 ban 'Mea "rJ oaH1Ul ~ t.hh wbold cpeouoa u4 1 ba.,. 

cooo14e~ 1\ froa ner, UCle reprileoo ot -.:~ perooaal pool uoao. 

llr. Hull- 1tbe c-erelal PolloJ c-iUM tlado thlo a nr, serlou 

thlQ&. lt this law 1o oarr1e4 out H 1o dlftlcuH to o" where U wlll 

end and 1 a afraid that 1 t 111&1 break down our whole latema\lollal trade 

proJrUI. 

llr. llorcuu.-a I alebt ua\loa \o JO'Il \hat the Pnoldat'o •­

raod,. on t.hlo subJect no ent1rol7 hlo on aa4 he ""t 111\o 1t ca.r.­

tallJ before prepariQ& H. 

IU. lllalla Would 1t be pooolblo to have another conference with the 

Preo14.nt before AIIJ actloa lo taken on thlo aubjeotT 

llr. llorcut.hcla !'his 1o rather cloubUW. ao we weat OYer 1\ lao\ 

l'rldaJ with tho Pnoldeat aa4 ot.han. 

llr. o-Sncoa !'his 1o nall7 a oeriou probl• aad oaa which I 

4o not t.h1ak ahoul4 'be 4eo14t4 oa baa\117 u then lo no ft1 of holdlliiC 

U to the l.laedlate qu.eo\loa. U will probably «PP17 \o all other 

countrieo aa4 I • ~llklllg partlcalarlJ ot Sou.th .a.trioa, wbare we 

are elldaaTorlA& to proaote tra4e rela\loao aad woaAer what will ~ 

thore. 

llr. llerpat.uaa !hlo Mtho4 ot oaleoUn u4 parllal cleTal'IIAUoa 

whlch 1o IIIJPloJM, 117 Oe...aT 1a tl-lliiC ber ••on trade 11 - of 

the sraateot obs\acleo we baTt to world otalllliaaUoa at the preoat 

tl•e. !bert 1o ao 4CIIIl\t a\ \hat :lllcltll4 worrl" aore aNilt Oe...aT 

aa4 wbat tha will 4o aN&\ 4nal11AUaa \laaa tile 6ott _.., t-.:1 other 

COU\r, u4 thlt t.Jpa et Pwa111aUGa or ttlMtlft cleTal11AUCIIl il the 
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cr• a teat be.rrler w -\er wba ooaa14ert..& a\aiilha\loa u4 I 

\h1Jilt 7W will ~·· IU. llall, \hat w -o\ ha,.. worl4 a\alllli.uuoa 

or laatlac tra4e acr-•eah while \hie coll41 \loa axhh. 

11r. Hllll: We b&,.. liMa tl71al to work theae t.h1.ap ou\ u a 8J1lr1\ 

ot taina .. aa4 w1 \hcnl\ racourae \o ezr:~ lraa\ic ac\loa. 'lllaner t.h1.ap 

co wroq, at the preeeat \W. the tan4enO¥ •••• to 'oe to hit the other 

t allow ca the uae aad wa d o aot \h1alt t.hh 11 t.ha ricll\ wa7 to procuL 

le waD\ to wor k t.hlaca aut la a 8plrH of fain• .. u4 ,;ood !ellonhip. 

llr. llorpa\baua I would lllcl TOU to cat 'WI pod \lea ,..1'7 olaar 

oa thh. I ba,.. liMa leaaiac o,..r 'oacltwar4• u 'WI aa41aYor t o llaadla 

thia eUuatlon aad han lt.al4 11p the 4echioa tor a cr•t laact.h ot u. .. 

al.Jopl7 to conrlnoa 'WI••lt \hat I han loolca4 a\ it tr. nal'J poaaibla 

all&la 'out I caJmO\ aaa ~ wa7 out u4 \bet 11 wbT I han ulcl4 7flf1 

gen\1• .. if 7rro. can point aut ezr:~ ..... 117 llbicb 1 cflf1ld aYoi4 wbat 

appear• to ba olaarlT rq 1epl ra8J101lll'olllt7. 

llr. Bull: 1 to not \hinlt t.hera are ezr:~ cpea\lona ca \hie nbJect 

aad cer\a1Dl7 no taul to-findliiC w1 t.h 70111' poal \loa. 

llr. Oliphant: !'111• 11 a cpea\loa or the 1~ r18J1Cilli'o11HT of 

the Sacra~ of the !reaWJ')'. !he re8Jion•lb111t7 .._. to ba olaaJ'lT 

defined u d the onl7 we:~ in which t he S.cretaey could aYoid takiDC 

aotlon aaxt wae1t woul4 ba to b&•• CoJICI'••• ~ the utatlac 1 ... 

b7 are a\111 in aa .. loa. .l cbaDce 1a tbo law h the cml7 1la:f in whic:b 

1 \hinlt thil ao\lon cOIIIld be aYo14e4. 

ru. Bull : It the Sacre\ar7 ot \bo '1'nuUJ7 '1001114 C4na .. t to llold 

thh 11p un\11 tlt.are -• a cbMca to oal1 1\ to \he Pftl14aat'a atta\ioa 

1t would ba Wl'J bo1ptul . 

ru. llorpa\haa I • to - the Praait.D\ \hie af\el'MOII for a 

few-'- u......,.. to \he c.UC f~lac aa4 el\boa&b., tla wi\11 
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h1a rill be l imw.l, l rill be "1'7 C)...t \o r., or\ \o Ala \bot nll1\uoe 

ot thil ... uJIC, 1f 7ao. &aU•• an coDtea\ to let • ct•e., nreloa, 

which I will eadeaYor to 4o u tairl7 ae po11lbla. 

llr. Bull: !bat wou14 be pertecU, 1a thtao\ol')'. 

llr. OUphaa\1 Al\boqll the •-raa4!:a "' 4ate4 April 16th, 1\ 

'f01114 be oal7 tur t o e\ata that thla quaUoD "' ti!IDD up lut hll • 

• 
llr. llllll: I wleh t o a4d that 11'1 ha'fl DO 91Uftl w1 th the 'l'r•R.I'J 

but 1t taltea two or three Jl&n to work out a aoluUoa of thla k1D4. 

- ·--
After thia aMtlJIC, 6acra\aJ7 IIOrcatbau, J.\tora.,-c.ural On-'DC•• 

llr. Ball aDd llr. OUpbaat atoppe4 for a -eDt or two Ntora raturalJIC 

to their ottlcea. ltr. o-iiiCI and llr. 11111 acree4 \hat the lP uqua\1-

abl;y oalhd t or the Saore\aJ7 to 1mpoee t.he11 prna111DC auuee aad that 

it wu appareat there ne ao loop-bole wbahoner. llr. On-tnce a\atl4 

that there ,.., DO doubt racar4J..DC thle ud \bot oal7 n:t the 6aora\al')' 

could &Yoid 1\ would be 117 aillpl;y ~rUe the law. 
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Dec. 27, 19S$. 

1ulJ' 29 . 19!5!5 

• 

on • · • 

All& • 22, • 

Oct , •• • 

11&1'. II, • 

Aua . 21, • 
111110 e, • 

Ll3'1' or C<IIPLAilml m 11111'10'1' '1'0 
BOllll'ft' -nD GOCil8 ft<ll lliWAll'r 

w.. 117ft Pftaa Ill.c. 

SUCO Leetben lao, Ool4 & sunr Leetben • 

I!Qwoo4 WU:et1el4 uo . 

Re.tioll&l .leeoc1at1oa L .. tber 
Gl oft Mtra . (Iaolu41q mtra . 
ot oott oa and woolaa glofta) 

Senator 1 . 1 . Dana - la 'babelt 
!Mldlr1a Soutmrutt Corp. 

Rap. m.o. - Ia 'bellalt Louie 
Goldq, lao. 

Rap. ld, J:, Re1ll7 

Rap • r;. B. T1 a.k1La 

Hep . 1:41 th Nour" llopn 

Bia41q-

cuo ..... , cottoa a. 
ft)'oa 

•qutJ,~Mat• 

Ce~c goode -
..u. tU•• 

Salt cU:a 

ualt l eather 

Oeaeral 

Celt leatber 

• 

• 

• 

• 

• 
• 
• 
• 
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JJ:CEOU, :riBD ICDI t.rlplq Co., lac., 98 t.t.,.ue St., I. I. C. 
lGS 

111811 uos 

:a.w. urnl!D•, 
!ICfCLI 

Boa, J oe, W, M&rt1a, Jr., M. C. 

hu1Dc• Co. of .Aionica, Lenoaehr, Pa. 

!.U1IIIOOII .t.DCUIOIIJI CIIU• .Acc .. eoriee ~· A .. a., 314-6 Wee\ 14\ll 
., •••. t. c. 

woom:r JOBS 
{l'aper Conrad) 

l!ODIIB 

Shc•l A IUDdel, •• tol'lt Ci\7, attoraqe for 
Arrow lite. Co., lac,, lSth A 11114aoa sa, Bo'Nk•, I,J, 

L a. P. lpool 6 !ollll1a Co., t.eorr..,e, llau. 
.&.ll•to"" Bollll1a Worn, .&.1l•t01n1, l'a. 
:rreelaa4 !o'b'b1ll Corp. , heelu4, Pa. 
Booth :relt eo., Iac,, 468-411 - 19th St., ~. w.r. 
J.. M. llanaoa eo . • lonll n~. Coaa. 
Jeltc• Coapev, :no loutll st. , !oetoa, llau. 
CloYW l.ea1' life. Co,, Boa .. 4ale, Pa. 
Coat1a•tal Bcr• Co., •• Iedford, llae., 
litre. .\am, of Cou. , lac,, llanfori, Cou. 

Boa. c. lllu'rq !urpill, K. o. 
lloa. JlaDiel o. ll&at1ace, U, 1, llaaah 
lloA. lo'bct :r. lllch. K, o. 
Boa. Jlarl4 I. Waleb. U, I, llaaah 
Boa. wuu. P. Cou•1'7· Jr., x. c. 

• BoA, llaq w. Wa\eoA, V. o. 
Boa. Jolla o. ~--'• Jr,, U, I. 11-h 
Boa. llal"CIIle A. Coollqe, U, I. llaaah 

• Boa. lll.ra linch•• U. 1. 1-t• 
• Boa. Len1Dc ~.,, u. 11. llaaate 
• Boa. Darl4 11. had, U, B. 1-t• 

lloa. Bo'bct I, WBC~~er, U. 1. •-te 
• Boa. •· w. Qou, M. C. 

Boa. Bo7al •• Copelaa4, u ••• a-te 
• Boa. I.. ~. llch44ea. II. C. 

Regraded Unclassified 



IBIS'rLI CIWBS 

OlOlDS, GIIIIWI 
JRiqliiT'l'ES 

COUIURill AliD 
V.Al!ILLIII 

I()(I)EJI J' JDCri.'S 

JIIJ:LD OI.t.SSIS 

TROP IC.U. J'ISB 

.Joha II . :luaeellllfl• Oo., IDC. , P. O. ~" 246, 
Jqahck, CoDD • 

.-rloan Chain Co. , Toft:, Pa. 
llrlc!c-port Chain A lltc. Oo. , Jrld&eport, Oooo. 

Boo. ll&'rid I. l'alob, u. s. Senate 
.-rlcan llrlq"Oott Co. , PhlladelpiUa Bad< llldc., 
Pb.iladelpiUa , Pa. 

llooeaoto Chclcal I' orin, st. Louh, llo . 

• Jloo. ~. '1. Ooee, 11. 0 • 
.-rlcu bite Co., lloeted, Coon. 
1'. :a. Cue A Sene Cutle17 Co. , llradtol"d, Pa. 

bd.llch lite. Co. , 637-47 w .. t Oak st., Chloeco, Ill. 

llew Proceea llatalo Corp., 46 - 150 Center St. , 
llewark, 1. J. 

170 

~. J. La• ho A Co. , llallltt :n.sc. , Pb.il~lphla, Pa. 
~lectro llettallurelcal Co., llacara J'allo, J . T. 
hUll~ Steel Corp. , .&4Mao Childe , llcEa.IC A Lab .. , 
J.ttoroe;re , 700 Ioterclt;r lllde. , Phllad.elphla , Pa. 

llall.ech A Lomb Optical Oo. , Jl.ocheoter, II. T. 
• Boo. ~14 J.. lleed, 1). s. Senate 

Ool4ber c ' • Tropi cal J'lob Batcha17, Tooker•, 1. t • 

'tllJ.nLLIIO BAG I'IUIBS 11111....-e tt.-plDC Co. , lllltrllllbe, l'leo. 
1). s. C:U.ber ot c-ro•, l'atbloctoa, .!). c. 

0 J.S Pti:Rl.J'UII 

Jatlooal Uabnlla :rr- Co., at Jaet lOti> St. , J. T. C. 
t.a.b A t.erch, .t.ttor•;re, 26 llroa4tra:r, J. T • C • 

co~llT Iroa A apo .. • co. , Jllsabe\!1 aa4 Cb.icaco, 111. • 

aa4 J . T. C. 
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CO!'l'OI J',\liUC GLOVXS 

GWE 

I!TDROG!!JI PEIIOIIDI 

SIULL PIPJ 

ALtlliiiiUII J'OIL 

S'l'I:IL GIUIDIID lALLa 

r...loa P. 8a1 th, he. , I n1.Jictoa, 1 . J, 

.. Uoll&l J.aoocl.aUon or Leather Gloft lit co., 
li2-6t lo\l.th lla1.a St, , GlOTermlle, I, T. 

Cent UI')' GlOft Co., IJnaJ'k, II. J. 
Clark Jroo,, Gl.., .hllo, lr. J . 
~en Oit:r !uUle Corp. , Allentown , Pt.. 
l'io&N,y !Iillo , lac,, Brooll:lJD, w. r. 
~lt:r Glo•• Corp., 1. r. c. 

17 J. 

J'owue Jrothere 6 Co., lac., .AIIoteN., 11. T. 
Grnn' o, Inc., Johutown, Pa. 
Jroa . l'rank: J. lfoadell , .lttorno:r at x-, l&ehlJicton. D. C, 

Darl ine 6 Co., So. hhlead .l'l'e. at 4aad St., 
Chic-co, Ill, 

Couol14ate4 C~c&l ID<hletrleo, lac., Saa 
l'ranchco, C&llt, 

.lJWollr 6 Co •• , 13156 lr11t 3let St. , Cblcaco, Ill. 11r1n 6 co., Ch ic-co , Ill. 
Delan:r 6 Co., Inc . , Philadelphia, Pa. 
lalch 6 lone Co., Philadelphia, Pa. 
J'. 1r. !llnnell 6 Co. , Inc,, Philadelphia , Pa. 
l'eter Cooper Corp. , Gow&llda, 1. Y. 
~:retono Gl11.1 Co., lllli•sport, Pa. 

lllltf&lo Jlectro-Cb..tc&l Co., hie., llntf&lo, 11. T. 

Bon. 1rlll1• a. Itnc, 11. s. SIA&te 
Boa. Jlhlrt D. DLo.&e, 11. s. s.-t• 
Choahlr of C-ree 6 c._.rci&l Clul>, SaU t.&ll:e 

CU:r, Utah 

• lloa. !. 0. Cochrao , 11. C. 
Sbaron !nhl Oo,, Sharon, Pa. 

BIJD014e lletale Oo., 19 lect or St ., II. f, 

aerloao J'orce Oo. , 311 - 37 ,._ St, lear Jiret, 
lao l'rUOiiiCO, Call!. 

aoa. a... 1r. Jolaaeoa, 11. s. Sew• 
CHhl l tl& l'ro41acto co. , G.....,rllle, Ill. 
SD~elalor at .. l 1&11 Co. , P. o. lox 62, htf&lo , 11. y, 
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S!!SL ORlllDilD BALLS 
(con t imed) Colorado Jual & IrQn PrQ~ta Co., DeDYer, Colo. 

Wllll• Warton Jr. & Co., Inc., :kat on , Pa. 
lbetttel d steel Corp •• laneao cur, llo. 172 
Pao1t1c Cout Steel Corp. , San J'rallcteco , Cal it. 
Wit.er C. Slrarlle7, Phll..S.lpbia St .. l 6 I Nil Co,, 

Coa&obocba, Pa. 
lloa • .t.l'bert 11. Carter, 11. c. 

STEIL S!Ul'llS .&!ill W.b 6 Lerch , Attorae7a, Oull.ard Bldc. , 1. Y. C. 
Slml'S (.&utc:uUval Jbpire Plow Co., Clnel&Dd, CIUo 
Implea~ent Parte) llr-llanl7 Plow Co., Kalla, Cl>lo 

ALllllllWS .ABBASI l'U 

P -U'ER COA1'ED 
ABRASIVES 

BOJISESHO!S 

!he Harriman lltc. Co. , Barriaan, 'leu. 
B. r. OeTery & SOli I Co .• Lou.1n1lle. 'l'eiUl. 
'liac Plow Co. , Atla11ta , Oa. 
Sou.thera Plow Oo. , Colwallua, Oa. 
~ a.to Culthator Co. , BelleTUe, Cillo 
A. 0. J:el17 Plow Co. , Loacrtew, 'l'exu 

Oea.ral .t.llraein Co., IDC., n-cara hlla, I. Y. 

!he Carborw>d11111 Co. , 111-.:ara Fallo, 11. Y. 
Arlllov a Co. , Chicago , Ill. 
~iiiC Corp., '!'rQ71 11. Y. 
KI.II.Maota 1(1nn111C lo lltc. Co., St. Paul , llilll1. 
Abruhe ProdDCh, IDC., Joeton , II&••· 
O.orae L1111t, Jr., lla.rcher A Lilllt, At\orM;ra, 
Coated Abraain Aaaoolatioa, 17 JOhn St. , 1. Y. c. 

Jel1x B. LeT;r, Ln7 & SWeedler, Attorne;ra !or l!oreuhoe 
& Allied Produch IIMiltaotu.rer' • .t.uoc., 11 llroad•a;r, 
•• T. O. 

'!'re~car Iron 'forlta, B1ohmon4, Ta. 
Phoenix lite. Co. , 333 South llichlcan ATe •• Cblcaco, Ill. 
war-.. lltc. co., Inc •• 'farehea, II&••· 
Jlu'dan Iroo Co., '!'rOJ, I. Y. 
lloa. l!er'bart IJ, Lehan, Go ... , State of II. Y • 
lloa . Carter Glue, U. S. seaate 
!loa. Dart4 I. 'falah, u. a. seaate 
!loa. hn7 r. Jlrrd, u. s. seaate 
Jloa. 1117&1 s. Copelllll4, U. S. seaate 
Jloa. J-• J. Darla, u. s. Saute 
Jloa. Joeeph p, f)ortq, u. s. IID&tl 
OharUoa Oc'bo.rno GeMral oou.uel, -rlC&II JWderatloa 

of Labor 
lloa. llaNila A. cooli•, U. s. SID&tl 
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1'1111• Zlnaer 6 Co., 61.6 1', 69th St., llw York OltJ 

8n.IOO SPBIIII. 
(venpneM 

Sill coD) 

Stul.q I'Ull-ll, Carbld.e 6 C&rboll lllclc., 30 a. t2a4 
ltreet, ... York Oit7 

SOl)roll PUI")I+D L 6 B. »irteicll, L I. 4111'ollt 4e 1-..ura Co., 1'1l.Jo1Dctoll 

SOIL J'OIGIIQI lllterlletiollal J'ork aD4 Boa Co., llw BanD, Illd. 
(Oer4ell foola) 

S!JIICB, POU!O Col. J'. 0, P. !heoud.er, lw Orleua. 

SUIL PlilJIJUO!I 
(llloludinc hoop, 
'bell4 ell4 aoroll 
et .. l; 'bare, 
channel e, aDClee, 
n-ne-a, tu'bee, 
'b1111e, ~oiah, 
Dalla , 'bel'bed 
wire, 'bal inc tie a, 
wire rope aD4 wire 
rode) 

MeriO&Il Iron u4 lteel llletltute, :.pil'e 1\ate lllq., 
llw York C1 t7, repreactlDC the ,.,Jor1t7 ot c~o. .. uo 
iron u4 ahel -=taoturera, the iDdlletZ)' 11lol"II41.DC 
n• -racturere ot eteel bare; a. Mllufaoturere ot 
hoopa u4 hilda; .a IIIJlutaotvere ot etrv.otural 
abapea (qlea, cllellllele, etc,); lll -=taoturero 
of 'blu &llllealed ehaeh; M Mllufacturere of 'WiiYer­
eal Ul4 ehaared platee; .a Mllufaoturera of t\lllea 
u4 pipe; 62 -=tacturua ot rolled eteel Ul4 t ore­
be billeh; 30 Mllufacturere of oheet Ul4 Uo-plate 
bare; Ul4 M -=tacturera ot wire roola. (lotea 
a- flnoa lllolll4ed 1Jl 2 or 110ro catecorlell) 

hpuate appearucee ctered liT: 
.U&Il l'oo4 lteel Co. , Colllloohoclt81l, Pa. 
aethlaba Steel Co., ._thlaba, fa. 

Black Bar41rare Co. • 1114 ) lalYeetoD , !a. 
!aaa 1&11 & 1'1re Co., ) 
J ollie 6 JMaplln It eel Corp., Plthllo.rp, Pa. 
Carlleci• lteel Co. , Plttello.rcho Pa. 
UJllted ltatea Steel Corp., llw York C1t7 
•uollal .Aaeoclatloll of J'lat lolled Steel 

lfamatact'clrere, CleYelu4, <ldo. 

• loa. Bina Milch=, v. 1. llaate 
• loa. -.mu .. J' • .-a, v. a • ._,., .. ltel:lalt ot 
~ J • ..,.edln aD4 Beller l!rothere Co., lwutE, I.J. 

loll, &o,al a. Oope1u4, v. a. •-'•• n 'behalf ot 
hthlaba Steel Corp, 

Jre&erlo J. ctillnple, liD Plt\ll .l .. ...,, •• York Cl~ 

... loblll'\ D. JII&U:1., v ••• a-te 
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(BOIL l'IQIJOOU 
COli!.) 

UliU, tlllllll 

liD, 1'IIOIOCitift 

""'• 

• .... •••• Ba\f1el4. '· ..... ,., -
ln. Clhe•ter c. Jolioa. I. 0., oa bWU of 

Bat1oul .Ueoo1at1ea of J'bt .,lle4 lteel llfloe, 

~ ~. l1cbr, II Jan• It,, ... York C1~. 
lahz'lru7 !aok eo. , •hrllv)', eo ... 

.., ... ~tba looaa'pa, v ...... , • 
• lloa • ...,... ......... c. 

174 

Dr. a. c. llula, :~aec.--.r .• Gl~ eo., 
lao., ... York 01\7 

Otbh b'a41Dc Co. , lao,. 1111 ~earl lt., •• l oft: 01\7 

a, I. 4aPoat b •.our• Co. , 11la1acton, Del , 

1. •· !Wien'el, a.o;, . , Co~ h•UW.h, eo a. 48114 
ltrMt , •• York Cl\7. 

lion. DaT14 I. leleb, V, 1. leat•, on bellalf of 
~ ltMl Co., P, C, loll 121.1, :Lowell, llael, 

..,.. J'rallol• 11. C)al lrt a, L c. , on bellalf of 
la'-Ueaal ... W tool Co"l'• • o...p, •• I, 
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Wan-• ll. ~lock, llcJ",, lllpor\ Co.aittee, .a..rl-
hpw 111411et'l7, 16 Wllll• 1\ree\, ... York Ol\7, 

tal.,.. a.plre hpw Co. , 11111'11004, Wash. 
llalrl117 ,._, 6 Paper Co. , OrltCOJl CU7, Orecon. 
~eJ~eoot Paper Co., 42 ~ .... York Cl\7, 
m.. lrricbt Co., 40 ••t .,,b 1\rMt, lft York Cl\7. 
loQJ.4 l'apw Co., loJoDe hlla, J, J, 
lliueeota 6 CIDtario ~ Co., MhnMpOlh, lliu. 
....Ue\lq\1.8 PDlp 6 ~aper Co. , llanhU'IQe, llloh. 
Great Jor\Mrn l'aper Co., 142 lle4hon .be. , 1. t. c. 

Ron. lo7al IS, Copel&D4, U, IS, Senate, on 'behalf of 
n. 'frleht Co. (Me a'bo .. ) 

O•\urT tib'bon llilla, Inc., 80 Wieon J.ye., 1. t. c. 
l:rn\ ... J'lh life. Co •• lh1la4elphla, Pa. 
hlllDc\on Seare Co., 66 Worth 1\,, I . J, 0. 

IJ.ll.l, llPII~' b•• ]1, J ordan, Seqo., Upbolahr7 Jail IneUW.h, 
OrpniaaUon Berne• Corp., 74 !rtnl\7 nace, 1. t. c . 

COD J.. o. Wel m, llrooltl7D ~'ber of eo-rce, llkl.7D, I. t • 
(on 'behalf of Jlro01tl7D IJDJ.ou Gu eo.pt'17; 
Xoppea Seel>oarcl Cob Coapeo,r; 
IDppen Gu A Cob Coape'17, lear'l7, •· J · : 
Ooueol14ah4 Gu C pev: 
Jill4eoD Tall117 bl Corp., !ro7, I, t •; 
J'll'eclerlclt l, CMpeou, ltah lloclte C.-heloD, 

llo'bile, Ala., en4 • .., ._laD4 Cob Co., 2110 Stuart ft., lloe\oD, llan. 

Regraded Unclassified 



LIA!KR, DJ) De lrloo, Cralrtort u4 McCook, la~oa, ]), C., attoruro 
tor 1m4hcloll04 -'boro of aorlcu 1114D.nr,-. 

IIICIOSCOPIS lpaoor Loao Co. , 6 1. la'baeh .f.YO., Chlcoco, Ill., 
Boa. J'l'o4 .f.. Jlr1 Ue, M. o. , ill 'bohalt of allon, 

XDIU (Ooaq) J.ito laYoro, lac,, Porl Cheotor, I , To 

IIOtllo])IJOa J7lD 
<arrDIN llllaoh llalro.factvoro .f.uoclaUoa, Chlcoco , Ill,, ill 'b .. 

bdt ct llo711toa & Co,, 17:26 Dlokaoa It,, Chlcoco, Ill. 

WI.I, liD laol114o4 ill caoral ohol co.•••· 

~ OII. la41- Ooa-• llu 6 17-h"oGch Co. , to:rro S..to, Ia4., 
DetroU llao Co., Detroli, Xlcll. , Coo n Po-or Oo., 
laokaoa, Xlcb'cu .. 11-aata lao 6 KI.Htric Co. , lacillt 
liao. , latarlab lroa Co~., ChlOIICO, 111, 
loa, .f.. 1. Taa4-.rc, u. 1, a-to, ill 'bellalt of DeiroU 
OU7 Qao Co., Detroit, Xlcll., aa4 Oca-• .,.,.or Oo., 
lookOOA, Xlcll. 
l oa, l••• Oouaoao, U, I. laaato, ill 'bobdf of Daa J, 
l'ackeU, laokaoa, Xlcll. 
•cbeoier Qao 6 :lleoiric Oo~., I• Torlt C1 tT. 

• ..._ Artlla' L lo'biuoa, U, 1. leMh, ill 'bellalf of 
la41- Ooa_.• 8u 6 .,-bo .. o\o Co., torn IIAto, la4. 

• Boa. .f.. ]), ........ X. o. • 1a llollalt of locbeiiHI' ..... 
:llootrio Oo~ .. .._.oior, I, t, 
Boa. l, BaU\oa '-lo, 1J, I, a-to, 1a 'Mbalt of late­
lab Ina Co~., CIIUCIIIP, Ill, 
loa. lo'borl J. :JIIlll:ltr, U, L a-to, 1a bobalt of 1U 
Taller o..p Coal Co., Cll•alaa4• CIIUo. l-• .,, Oarlh of ovuo, hotiok 6 .. aa.p, aitoraero 
tor Yarina ar l'h'•ah, 11 Jlrrd'llq, •• torlt 01'7, 
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Jlll(IUL on. JllOII 
QI8IUIT 

zua. HOI•'"• 

~oo4 Petrol- Co. , llv.eb 'fendliAl :8lq., It, 
~OklJB, I, T. 

1\alldari Oil eo. ot Cel1tonla, IU. 011 :lllq •• 
laa J'ruchco, OaUt, 

luaoo Iacorporahd., a Park .bo,, I• Torlc Ci\7 
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1., loaae'bora loaa1 Inc,, 88 t..nd'QCWn A••· , 1. y, C, 
IW 011 Co. \Ia41aa.) 910 lcro.Ua 1Ucb1pn A•o., 

OlUoap, Ill, 

1M w.m&racturero .... ocia\toa ot eo ....... ucv.t, Ino • • 
llarttord., Conn. 

II. J . FlJBa, :bocv.UYO 8eq,, Mcioa'a I-ce laraora 
J'rotecu .... Coateruce, eo4 Carpenter• Blq., 
.. lDC'on, D. c. 

llaUU.. r. lonoa1a loaa, l5&l fallon A•o., I. T. C. 

lacl• IIW.o lite. Corp. , ~0 Bllata Point A•e. , llrou;, 1 . t. 
llaeter lii!J.o lite. Co., Inc., 816 ••t U6th St., I.T.C. 

Georc• c. l'obber, attora87 tor UD4hc1oeed. cllenta, 
A:o.lnlrD, Maine. 

~~~. l'allace B. 11h1to, Jr., u. I . 8-te, 111 bebalt 

ot al>o••· 
1o41- Pro<mch Corp. , 1~ 1. Loa llobl .. • •• .. ra..­
'-· Calif. {Aho Alte4-, Cellt.) 

h'h'i .. , Cr811ford. It lloCook, atton87•• llollthll'll 314&., 
l'aeb111&\Gn, D. c. 
~ ~oal eo •• l ao ..... Or1 ..... , La. 

Jon. 11arr7 1., ~ollr1&)lt, 11. o.) 111 'IIebelt ot ICrle• 
Jon. J'al B. llalo••• 11. c. ) Salt Co. aad. lq 

C~a&oal eo. 

tM .-.r1- llh'nc eoncre••· •eblJI&\o•· 11. o. 
• ~ :1H4 llloot , V. 1. haato, 111 'be)Jalf ot the 

.... , -.J.t Lib m.-1oa1 eo. 
llllo&ea Allalll 6 ~oal Corp., lea JTualaoo, Olllt. 
llaw.l ~oal eo. ot .a.ortoa, 270 lfa41- •••·• J,t.o, 
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W4' CJD 
(CoAt.) 

••11'11·1. ,.. 

• HoD. taaker I.. Ocl41e, v. s . ,_,, 

BOD. Carl ~-. V. 8, SeDate 

• loa. L I. l:l"oae-.H, V. 1. -'• 
• Boa. I . L lu"bou'. M. o. 
• BoD. Joha I, ....Ula, ll. c. 

HoD, ticbaz'd J • 'feloh, If, C, 

lloa • ._ ~. llolltel, ll. C. 

Holl, ~ l'Ut.u, U, I. kDah 
Boa, J. o. hl"II&IIUs, ll, c. 
Boa. 8 el ll. Sbortrtac., u. 1. S...te 

• HoD. J-1 )'., 1lb1 U11r, ll. 0, 

De Jetter- l oodlromiac Oorp., :r.ouhrtlle, (T. 

Da'ball~lu Oo,, Jlaltt..>re , 114. 

Oea'br~e Ooo~ 'Iorita, t.ouinllle, (T. 

Cbeee 6 .,_,114, loolllertlle, (T. 

1M .Ueoc1ah4 Cooper~ 1114uetr1 .. ot Jaertca, IDe., 

411 Olhe lt., at. I.ouie , llo. 
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n.oaa, mtn Bm Benu J'acldar, 111Uue laUoll&l h4uaUOD, .lhiac\oe, JI. C. 

JroiiiiDinaa :bpon Corp. , I" f ork OUT, 

1 .. Bi.,.,D4 lloller 11111• Co. , •• ti~D4. lbc. 

~alllt B. M.~tt, IDe., J-ertlle, 11eooDelll. 

••-... 111111ac ec. , r.-eca. lteooDelD. 

'lhoou1a 111lllac Oo. , lltt~Die, '11100D.U. 

DaTU Ito\\ nodr 111111, Detroit , 111ohlpn. 

..., ltah 111lltac Co •• 'IS..Da, 111Juaeeota. 

llu.l.utllr-llllperlor 111111ac Jllrtein ot lt&llllari llllltac Oo. , 

lllaDeqolh, II1Da. 

~· »Dllu 11111• ~. l w 1Jla, 111llllleota. 

Upper aa.itoD JITI ncnar 111111, lDo, 0 frOTo I , fe 

l'.&Pia, 01101•m 'larr• :a. hl1oolt, lfcr., t.port o-lU11, Ja•r1- hper 

111dult1'7, 1111111• ltr.et, ... f ork CUT. 

lt:r.!D'H 
MADI71Y 

Cel1w.lo OoBpev. lallduUF • OIL1o 

lloa. 11111• :r.. n .. tacer. M. o. 

De Al'-i• ~ lit&- Co • • tiaMoD4, .... 

Regraded Unclassified 
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'IOl'lll WID DICIIO 
.All) Dr'!IIO 
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.._,al fQ:\1lo Corp., Oruco, 1. J. 

~rlcea lroa 6 Stool Iaatlt•ta, -.ptre State 11 ... , 
lw To~ Cl\7, repr ..... tlDc - claeeUo lahrHh 
u repro-ted. la c-ra1 e\Ml -· 

L ll. ldlr~• Co., Z2S lllleb 1\,, 1u heachoo, Cal, 
Jolm 0, r..rall, C/o~ 6 r..rall, a\\OJ"UTe, 31 JroM­

..,., I" York Cl\7, reproectlDc cer\ala ciDaeeUo 
1A\oree\a, 

lloa, Jlicllard J, loloh, II, c., 1A behalf of I, L 
llcbtaM• llro lope Co. 

Wlokltire lroa., CorUaJI4, I. T. 
0. •. l'ricbt Steel 6 llra Co. , lorcea\er, ll&aa. 
1M 011Nr\ "lemlett lite. Co., Oeorptoa, eo-. u4 

llrotoa, lUiaola, 
JohD £. loo'ol1Jae1• lone Co., tr•toll, 1. J. 
14!ratono 1\oel 6 llro Co., Peoria, Ill, 
Cellfonlla llro Cloth Co. , Inc., o.kle:D4, Calif, 
llokltire lphcer 1\ool Co., Jw York Cl\7. 
lorthe .. ter~~ lar'oa4 llro Co. 
Colora4o ~1 6 Iron Co., DePer, Oolora4o, 

loclleot er Oaa 6 Ill eo. Corp. , lochaater, I, T. 
lliAMaota ~~~~Coke Co., lt. Pal, M.laD., 
.:.11\oa Coke 6 Iroa Co., llaa1ltoa~ OhU. 
h•ur Wood. Coke Co. , Couhohoc:ka, h. 
l'tlila4olpb1& Coke Co •• l'tlile4olph1a. Pa, 
Old-co 17-Produh CoD eo. , Obioaco, Ill. 
eo .... Coke Co •• llw lla ...... Ooaa. 
Woo4w~ Iroa Co., 11no1.P., .Ala. 
.&lu.& JT-Produh Corp. , 11no1apa, .Ala. 
s.ola4o Oaa ~\ Co., 1\, I.ov.la, llo, 
1-.bo~ JIT-Produ\ Co., loonMvo I. J . 
'flnllljfat,.. ~Mot 6 f'Uo Co., TftJ~P'-• Ohio, 
bplhUo 1\oel Corp., T011111f8\oml, Ohio. 
•nlt. lbor• Coke & Cllaioal Co., Olt.loaco, Ill. 
Ia\erl.U IroA Corp., Obioaco, 111, 
lloeo-Aeft1ol4 1\Ml A Iroa Co. , 11m••=· .Ala. 
.,, ... 'lamia Coke Corp., ltaftalo, J, T, 
loppere Coae\r.cUn Co., .,_, for 
lro~ Uaioa Oa• Co., JrooklJa, J , T, 

IIMataoftl"lae Cllaleh AaaoolaUn of U, I,, 
lult.Uc'oa, •• c. 

Regraded Unclassified 



jiOIOIItlll l1lloftAD 
(Coat.) 

, __ h041Doh Col'J •• lubnlle, ,_ 

hen4•oe a.. eo., Prnit-•· B. 1. 
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fto•• L ClbaJ'.-e, llbor.- Blq., ••iltc'••• 1.0. 
a\Wr~U~r ropr•-•uc Koppen 1u a Cob eo. , 
Pl\hWJ'p, h. 

b4Seae eo-- Qaa .. Jl:ll-hoach Co., terre 
.. \e, la4. 

'-'-lol 'niT Col'J. , 1,. Tor\: Clt7. 
ftoe. l. Dollc'\7, taritf Coa.aeel, AM:r1- lroa 

aa4 Steel Iaetttute, 76 lee\ Street, 1. Y. c. 
I. 0 • .il.YOr4, Beq., aUoraq for certa1D 4oaeeUo 

la\areete, Sbor.- 1141, . , leahiJIC'oa, )), C, 

.... •• Jl. :r.... 11. •• ...,. 
Boa. Carl L Cb1a4lll-, II. C. 
loa. Bobar\ l. Belldq, 11. 1. a-\e 

• .. .. Cor4ell JIDll, 11 ...... ,. 

• Boa. ~-- •• ···-· 11. •• IoDate 
• loa. Mwar4 L Crap, II. C • 

.... •• Jl. llcb7ul4•· II. o. 
Bon. l olm o. Cooper, 11. c. 

l-• B. Cor\h of cunh, :ro..uo11: 6 Belk:Dq, 
aUoraqe, 61 lrod.wq, 11. Y. C., repree•Uac 
a: r;'at••nte. 

Regraded Unclassified 
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Preliminary !rtl~at~ 

Sanat~ 7in~ee Co~ttee Pro~aal No. A-12 

1· TO% ProYj_!iOD_I! 

1. Retain ~raaent t~ea on statutory nut inco~~ aa now defined. 

2. Retain precent C'\J)ital atoclr nntl e~ceu nrofita t axes. 

). Ropesl exemption of d1•1ddndd fro~ normal tax on 1nd1v1duale. 

4. Define ed,Nated not 1nc~mo M the otatutory net income le11 
ordinary eorpnration ir.comu te:.<ea oluo 90 percent of divldenda 
received. DefiM undistributed ad,)'Jated net Income as adjuated 
not inco•e leca diY1donds pa.>d, ""'-• in tho caao of corporAtiona 
nth Adjuat.ed na~ i ncome less th.•r ~1;.000, "special eredit of 
$1,000. IIIIJ)Oae 1\ t&!" on urnh~trlbutad lldjueted net inco:>e equal 
to the flU:Il of the folloring: 

0 percent of the amount of the undiatrlbuted adjusted 
net income whl ch 1s not in exeeae of }0 nercent of 
t ho Adjusted net Income . 

20 per cent of the a=ount of t he undlotrlbut~d adjuotad 
net Income wbic~ Ia In exceaa of }0 ~tcent pnd not 
In oxceaa of 50 percent of the edjuated net Income. 

}0 percent of the amount of the undlatributed adjusted 
net income which 1a in exceao of 50 percent of the 
lldju•ted not income . 

!L.. l!iatimated Revenue 1 Cl!landiU' Yopr ~ 

Estimated net lncreaoe in revenua t 490 m1U1ona -

Regraded Unclassified 
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Prel1minlll7 !!rtiO''Itf' 

San~t4 1lnnnco Co~ltteft Pro~aal N~. A-12 

1. Retain praaent tAXea on atatuto!'f n .. t inCOM aa no• dofined. 

2. Retain present c-..p1t&l stock en<!. nceu nrof'lto taxes. 

3· Repeal oxeoption of d1•1dend~ from normal tax on lndivlduele. 

4. Define edjuated net inc~me as the otatutory net income leaa 
ordinary corptlretion lracomu t.u~a plWJ 90 percent of di .. ldenda 
received. Def'in<t undistributed edJ·JOted net income ae a4Juate4 
ne t income leea diYidonda ~d. en~. In the ease of eorporatlona 
with edJua~l>d ne~ 1neoll8 la3a t b.•r ~1;,000, " opeei&l credit of 
$1,000. Impoee " ta:: on undutrlbuted a4Jueted net lnco,.. equal 
to the s= of' the follot'ing: 

0 percent of t he BlOOunt of the undistributed edJueted 
net 1ncolll8 • hiGh Is not in exceee of 30 !lercent of 
tho edJuated net income. 

20 percent of the amount of the undlotrlbut<ld. edJueted 
net income •hic'l is in exeeaa of 30 ne1eent ""d not 
in exceu of 50 percent of the IMIJuated net income. 

30 percent of the amount of the undlatributed IMIJuahd 
nflt income llhlch Ia in exceaa of 50 percent of tho 
M.Jueted not income. 

II. l!istimnt ed Reve_Jlue, Ql\lendar ~~ 

EstimAted net incroaao In revenue $ 490 aUliona 

Regraded Unclassified 
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COPY 

Kr. Howard J. Simons, 
Secretary , Board of Trustees, 
Endowm.ent P'Und, 
American Rational Red Cross , 
Washincton, D. c. 

Dear Kr. Siaons: 

185 

Yay 29, 1936. 

I 8JII r~turning herewith copy or resolution of the 
Board of Trustees of the American National Red Cross En­
dowment Fund, which was enclosed with your letter of April 9, 
1936, having indicated thereon my disapproval of the pur­
chase of 12Sif Pacific Gas and Electric 3 3/~ bonds or 1961 
and 250M Southern California Edison 3 3/4~ of 1960 and my 
approval of the purchase of 45M U. S. Treasury 2 7/8%1s for 
1960- 55 · I have retained a copy of the resolution for lilY 
riles. 

In recent months I have been giving considerable 
thought to the subject of trust tunds and I have come to 
the conclusion that safety of principal is such a completely 
determining ractor in connection with trust fund management 
that I reel I cannot indicate rtJ:! approval for the purchase 
of any securities other thAn the direct obligations of tile 
United States Governaent or obligati ons of Governmental 
organizations guaranteed by the United States Government as 
to both principal and interest. I realize that this de­
cision on my part •ay present coaplications for the Board 
of Trustees or the National Red Cross Endowment FUnd, but 
I feel ao strongly on this point that I cannot take any other 
action. 

Very truly yours, 

(Signed) H. Morgenthau, Jr. 

a. Morgenthau, Jr ., 
Chairman, Boord of Trustees , 
Endowment FUnd, 
Aaer1can National Red Cross. 

(Subatttuted tor two page letter 
or .... data - (returned) ) 

Regraded Unclassified 



COPY 

THE SECRETARY OF THE TREASURY 

Washington 

Kay 29 , 19.36 

Mr . Howard J. Simons , 
Secretary , Board of Trustees , 
Endowment Fund, 
American National Red Cross , 
Washington, D. C. 

Dear Mr . Simons : 

I am returning herewith copy of resolution of the 
Board of Trustees of the American National Red Cross 
Endowment Fund , which was enclosed With your letter of 
April 9 , 1936, having indicated thereon my disapproval 
of the purchase of 12511 Pacific Gas and Electric 3 .3/4'/. 
bonds of 1961 and 25011 Southern California Edison 3 .3/~ 
of 1960 and my approval of the purchase of 4511 0. S. 
Treasury 2 7/8% 1 s for 1960-55. I have retained a copy 
Of the resolution for my files. 

In recent months I have been giving considerable 
t hought to the subject of trust tunds and I have come to 
the conclusion that safety of principal is such a com­
pl etely determining rector in connection With trust fund 
management that I feel I cannot indicate my a pproval for 
t he purchase of any securities other thllll the direct ob­
l i gations of the United States Government . I realize that 
this decision on my port may present complications for 
t he Board of Trustees of the National Red Cross Endowment 
Fund , but I feel so strongly on this point that I cannot 
take any action other than that indicated in my disapproval 
of the purchase of Pacific Gas and Electric and Southern 
California Edison bonds . 

Enclosure 

Very truly yours, 

(Signed) H. Korgenthau, Jr. 

H. Morgenthau, Jr., 
Chairman, Board of Tr ustees, 
EndoW'tllent Fund, 
Amer ican National Red Cross. 

(This letter returned by llr. s~a ot R. C. 
and new letter or llay 29 substituted} 

18S 
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WESTERN 
UNION 124

'· ~~=---... ~......... ~·-~ ------ .,_,.,.,._::i_~·-~·.w~~===-~·:;·~~ 
•trAIID41lDTlld• ............. 'n-ll~ .. n A.NDA.IlO-T1MK .. ,._el......;..._ 

D. C. II$ IIIW 30 1111 t2 2S 
29 NL=NGL NEWYOOK NY 29 

SECRETAR Y MORGEN T H AU=DEPARTMENT OF TREASURY 

RES 220 1 R ST= 

ARE SA IL I NG ON BREME N FOR EUROPE PLEASE ACCEPT OUR 

EEPEST APPRE CIATI ON FOR ALL YOUR KINDNESS DURING OUR 

STAY IN YIASHI NGTON AND FOR THE BEAUTIFUL FLOV.ERS 

OU SE NT US= 

:K P CHEN P W KUO. 

' 
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Way 29th 

I gave the President the material to sign on the 
bond issue at 2: 45 . Be questioned me anr I satisfied him and 
he sip:ned it . 

Next I told him about the German matter; that we 
met this morninp at Hull ' s office with the Attorney General . 
No ouestion wae raised about the law and everybody agreed that 
the law ordered me to carry this out. I told the President 

188 

that Hull had some idea in his mind 5 or 6 weeks ago that the 
President had said at Cabinet that he would see all of us 
together before the Treasury did anything but I said I supposed 
that tlis memorandum of the 22d of Kay superseded this. Be 
sai d, "as long as the lew is clear there is nothing for you to 
do but to carry i t out ." I told him ho• I was going to handle 
the publicity. Re approved . I said I was not at all sure th t 
Pull was right that this would disrupt our trade with Ger~ny 
as after all Germany was followinp what I had nicknaoed 
"selective devaluation. The President then gave me some examples 
of German trading in marks that he picked up while he was at 
the Republic of Columbia . Be seemed entirely satisfied with my 
procedure . I thanked him for the backing that he had given me 
and told him that the whole situation had been most difficult 
for me . 

I then said, "Mr. President, I have to tell you 
somet hing very disagreeable but I feel as a friend of long 
standin~ that I must tell you. " I said, "within the past 48 
hours the Attorney General sent a letter to Viasco 1n !lew 
Orl eans telling him to use his own judgement 1n regard to the 
t wo Seymour Ieiss cases" . I said, "this morning Viasco appeared 
before Judge Borah and had the cases dismissed and Weiss did 
not even pay his taxes plus the penalty .• The President seeced 
very much shocked and turned to me and said, "what shall I do?" 

nd I replied • I think you ought to send for Robert Jackson 
who knows all1 about tbis and l et him talk to you" . I said, 
"amongst other things he will tell you tbat in tbe past 48 
hours he appeared before the Attorney General and told him that 
the Treasury wanted the cases tried nnd that we believed they 
could be won. •otWithstanding this fact th: Attorney Genera1 
went ahead and wrote tbe letter thut he did • 
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lay 29th 

I showed this to the President at the request 

of the ctate Department and the President read it and said, 

"it hils nothing to do with the devaluation". 
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PJJU.R!!USR OF T;:J:ZvR.al 

FROl!; jmar1 can !::1:-.baaay, Berlin. 

TO : secretary or ~tate , Washington. 

DAT.::D: L!ay 28 , 1936, 8 p . m. 

REOD. : L!ay 28, 4.. 45 p . m. 

NO. 162 

STRICTLY CONFIDE.!'l'!'llL . The t ollowillt,. statement was 

tranmaitted by Von FJetter t bia afternoon: 

• (1) That i t 1s the mutual desire or the German 

Government and the Government or the United ~tates 

to cl arity t heir relatione was brought out plainly 

in the r ecent discussions undertaken upon the ini­

tiative ot Minister President Goer ing. The time 

has now come, the German Government believes, to 

translate this desire into accomplished tact . 

(2) The German Government agrees that the tirat 

objective should be tb8 amicable disposal or the 

old sabotage cl aimS . It accepts the vi ew that t he 

ettort to dispose or these clatms is unconditional. 

( 3 ) It i e the a uumption or the German Govern­

ment that t he wider questi ons involved wi l l be t akeo 

up at an early date. 
(4. ) The proposal to .. n4 an appr opr iate r epre-

sentative aocording t o t ba UDderatan41n6 arrived at 
1n 
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in mutual dis cussion is received with appre­

ciation by the German Government , which dele­

gates Minister President Ooering to reoeiTe t he 

r epresentative in Germany during ;une. 

(5) Instructions bave been ieeued to the ap­

propriato German ottioere to undertake , with t he 

oonaent or tbl prooeee repreeentatiTSe or the 

American Gove:n~~~~ent, tbl neoeeeary prooees Mae­

urea t hus -.king it possible to postpone t.aed­

iately the process disoueeione pending betore 

the Mixed Olaima Caaaiesion• . 

In private conversation Kt*K von ptetter gave 

a .. uranou thd hie Gonrnment is thoro\143hlY aware 

that wa oannot agree to condition a settlement or 

the sabotage oases on the solution or the larger 

probl-; in ooueque11.oe, there i s no question or 

conditioning the one upon the other. The tirat 

paragraph ot the statement, he said, wu illtended 

to reproduce the vi••• which we ill our diaouaaiona 

had ezpreaaed to hill· 
In reply to ~q repeated anA oaretul inquiry re-

pl'ding the illatruotiona reterret to ill t• lut pare­

CJ'Qh of the atat ... nt, vo11. ptetter assured • that 

.Ulster PreaitlPt Goerill& bat alreacl7 req~ate4 the 
nre1&1l 

191 
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J'ore1p ott1oa 'o illatru.ot tbl Geau qant ill 

luhin&tOD to aaall: tbl JO.tponalllllnt or tbl blar-

ing. Inr ormallr von Pfatter led .. to underatud 

that,while Goering had oomaunioated hia wiehee to 

the Foreign Ottioe, certain dittioultiee might 

ariae (preaum&bly throuah tbl Foreign Ottioe ) ; Herr 

Goering hoped therefore that the Department would 

cooperate with regard to tba -tter or postpo.DOment 

and that tbll Jmerioan agent would taoUitate u muoh 

aa possible tbe teak or the Gel'lllan agent . I agreed 

to oommunioate this desire to the Department but on 

tbe olear understanding - and von Prefter agreed t~ 

tbis once again - that the Gel'lllon agent abould take 

tbe initiat ive with regard to adJournment. 

192 
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F£:DCftAL RIEaK .. VII 8ANK 

OP' NCW YORK 

E CORRESPONDENC E 

COUIDDI:uL rD.II 

J.. We-hob 

DATC 

112-B hll OP IIGWIIO. 

~. Bol\oe oalle4 •o at 10110 a. •· to let •• aow bow 

th1Da• ware aolD& SA llllropa. Pr111101 were ,.,,. wau \od.l7, he add, 

and so ware t ba lllildor 1111d the lwi11 tr1111o. 'l'ba Pari• Bouna ba4 

bad a bad tao, panl,r baoau•o ot tallt SA Pari a alloat 0 , •· 

All three oOUDtrioa bad loat quite a bl\ of aold th11 waelt, the 

SWill ud Dlltoh to Loudon wharo tha,- bad boan aaJH.aa SA the blllllce 

aarltn. !odaJ' 1 UZ'Itot ... aot11'aJ t he J'wld ba4 ao tar 4oaa SA tho 

neiahborbood ot tl,ooo,ooo 1111d he aat1aate4 the \otal ot aold aaaaae4 

tor law York at tra 7 to 8 111lli011 dollua. !hia waa rathar a oruda 

pau, be laid, booauaa ho bad tOUDd it Tal)" 4itt1CNU to aat bold ot 

Oaripal 11bo •••" Tal)" IIUob rulbed. I act1oao4 that Olll' c-oroS.al 

biDita oat1aate4 that tba J'wld' 1 oparaUcea ;roatar4q bad bee alloat 

1001 0001 000 t'r1111o1. Boltoa corrected that to about 1/8 ot the •oat. 

Be •••e4 to bo s.ntoroated SA lmoWlD& llbat tllaaa •auaah• wore buo4 

on. I uplaine4 to h1a that 011r biDita hero rocohod tlloaa oatiaataa 

troa their corroapcedcta 1a LoD4oD and that tha,- ware each biDk'• 

1Dd11'1dual au•••••· Bol._ replied that ho wolll4 be ,..,. &lad to kHP 

ua 14Yiao4 u lODI aa bo waa auure4 tba\ ..,\biD~ ho \old ll& w.ld a.­

ao turthar booauao ho, ot OIIU'ao, 11M a peraoo&l roapODiibWt;r. I 

tol4 h1a that, aa tar •• uua baDk waa ooeoonaed, ho aoed awor WOI'l7 

&ad ho roplied that bo wald .Uo 1t a habit to oaU •• aoro trOC'I•tlT 

With ratoranoo • tho trealllJ7' • atorliDI poaS.U• r11al'41al 

llbioh wo bad kept \ho Belt ot .. lud fOI\M t,._ tbo 1'017 blliatilll, 
I 

teld hltoa tbat s.t 11M, dui.q Ulo ..,._, -Ul bo.a ...,totol,r 

lol\ea 'bee!re4 •• tor \ho iatoraaU•· 
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195 

Br1Ueh •buq, 

Wa~, D.O. 

Dear Mr. SeoretU'J: 

I take the oooaalon of llr. BewliiJ''• nut to 011 '"'oate 

to JOU a ae .. a&e tzooa the ahanoellor of the lxohequer. 

llr. ahaaberl&1D 1e aoet Ultloue that there ehould be tull 

aDd fl'allk t-m•unt oatlou between t.he t.wo 'fnuur1ee, and b.e hop• 

that for th11 purpoee JOU 11111 aake the utlloet uee of llr'. lnl• 

aa a ••ber of t.hl Br'lt.leh Dlba1q. He f111ll that 1D t.he 41t­

t1ouU t1u1 t.hrou8h wbloh we are palii1DS and 1D t.he perta.pe 

atlll aore 41tt1oult 4&1• to ooae, t.he olo888t and aoet fr18114-

1J' contact between t.he t.wo !rea1Ul'1u 11 deelrable, and b.e 

hopes t.hat whenenr there are partloula.r po1Dt.e OD 'tll!.loh 1ou 

deelre fUrther 1Dforaatlon, or wheneYer IOU 1oureelt are 1D 

a poutlon to nttord lDfol"'U.t.lon u ft6Al'd8 1our o• poUoJ, 

JOU 1l1ll not. hea1tate to eek Jlr'. Bewle1 t.o oal1 JIPOD JOU. 

Bellen ••• 

111 dear Jlr'. aeoret.aJ7, 

'ferJ 111D0erel.r ,cure, 

(81Pe4l L 0. 14""M1 

Regraded Unclassified 



liT dear J&r. 8eon\IU'71 

I u •cloainl ,.....,_tal a 
pbotoat&t aon et a ln-. ,._ 
Aabaa .... r r.tft6""7 wbleb ..... 11,,.,.. 
b1 Ua4 w .. b1 11r. BeWl •• 

I tblak ibat *1• letWr 1a 
_., at.calfloet -"" I sboQld UD to 
diana• lt 111t'b ,_ •• JOG' 1 ' •-· 

~~. 

'!be llaiiOI'&ble, 

'!be t!eere\&IT of State. 

• 

)l196 
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