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.t~t.a ud S.aipat.iona 
81lr ~ Co10Ml Schwarllkopt tor polliUon 

•'•"er t.o C< rn~er fboapaon •a - 6/2/J6...... •• • • ••• • XX'fl 

- 0-

~ ffl.iitif!ft.itlM•tion con .. eraat1ona, Book LliVIII, page 190 

S'r t.ella PDR, "Can't understand Cb1neMJ the7 haft UHCI 
'liP $1.) aillion and w.nt aa.e ot 11011e7 oo dapoait ber&J 
I aa atobing t.bat it ' • Wled tor atabWS&tioo purpoaea 
&D4 not aeropla4••• - 6/2/)6 •• •••••••••••• •••• •• ••••••• 

a ) cow ot oabla tr<a !tung to Cb1n .. e Dlbaa&7 ••• • • •• • 
b) Cop,y ot cable to Buck troa HMJr ••••••• •••• •••••••• 

OOi!pt.roller General 
HIJr reoonran1a MoRerno1da to FDR- 6/J/J6 •• •• ••• • ••• • ••• 

a) Concreallll&ll Ooobran and Ickes have alao bean 
IUU&ated 

OOUDt.ena111ng Dutiea 
c·-'nga alike appronl ot pti>llab1ng hil op1n1on on :lapoa1t1on 

ot counterftiling ~utiea oo certain Ge...an l.aporta -
6/2/'36 ••• ••••••• •••• ••••••••• .•••.•.• •••• •••••.••• ..••• ••••• 

Pre•• coatereooe - 6/4/)6 ••• •••••••••• ••••••• ••••••••••• •••••• 
a) C-'oga &&7• copies ot opin1011 are na1lab1e to tbe 

pz-eu. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 
rr .. aur,y Deoieion and c~ent •• •••••••• ••••••• ••• •• • •••• •• •• • • 
HIJr tells 9a.:W croup Attorney General ' e opinion • aacke 

ot oarratlve form ot Gaeton ' s release• • •• ••••••• ••• • •••• •• • 
Oliphant ..aorandu. ot oontereoce at State Depertaent 11/25/)5 

6/S/36 ••••••••• •••• ••• ••••••••• •••• •••• •• •••• ••••••• ••••••• • 
f&7101l' tell& BIIJ'r ot oab1e to Phllllpa troa our Cbarg~ 1n 

BerlinJ Ger.an exobange autboritiea want to oooter 011 

poetponlnc or de'fialng aoee .....,, •aat1ataoto17 to both 
CO'IIIltrie•• - 6/12/'Jf,. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 

• Jobllaoo (.tct1nc Cbiet ot Cuatoaa Bureau) -orand-• 
J1e7er (J'iret S.Oretal')', Ge.-o blbaaq) aaka GibbOD& and 
Jobneon that etteotin date be poetpooed - 6/1J/J6 ••••• ••••• 

Cuatoaa, Bureau ot 
See 1&0718 (R. H. ) Store 

-D­
Dabt.e, foreip 

Phllllpe ctUouaaea Italian debts witb BIIJ'r - 6/1)/36 •• •• • • •..• 
Du!'fieU,IapDe 

-.Jr uka Bopte (l.dit.or, Wall Street Jourul) whether 
Dlatrield cot •up• !'roa frea8Ul'J 011 recent eto.,.; Bogata 
~· "DD - trca t.oadoo"J HIJr ~· lluttield ie ooe ot ab1.,.t 
11ewepapar - coaln& 1n to frea8Ul'J - 6/l'5/J6 • •••• • •••••• • • • 

-E-

l:lltorc-t .&gtmoiee 
See frea8Ul'J .lpno;y Bill 
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federal Alcobol Control 
IIJIJ"r again tills to Douabton; opposes another agency; 

wonders if it'a too late to u.ke it part of Alcohol 
TllX Unit, !!ureau of Interoal Revenue - 6/15/36 •• •••• ,. UVI 

KJJr also talks to Sea Hill- 6/15/36 ••••••••• ••• ••• ••• • 
financing , Government 
~- Offer of epproxt.ately t600 aillion 15-18-year 
~Tr86sury band1 of 1951-1954 and approxiaetely 

t400 llillion 5-ye&r 1-3/SS Treaaury notu, Series B, 1941 
a) Closing or booka • • ••• • •• • ••• • • • • •••••.••••••• • •••• • • 
b) Prelia1nary subscription and allotment fiaures 6/5/36 
c) Final aubeoription and allotmeat figures 6/10/36 ••••• 

Burgess aaked fo~ report - 6/1/36 •••••.•. • ••••• ••••.•••••••• 

Harrieoa congratulates HMJr- 6/1/36 •••••••••• •• •••• •••••••• 
YDR ~ys 0f1Aanc~ went vary well•- 6/2/36 ••••• •.••••••••• 
.&aorican Banker ..:litor1al prais1ng •aaaterly Job of financin&" 

6/ J./36 •• . .. ...................... . ......................... 

- G -

OeNIUiy 
See Counterv~lins Dutiee ••••.• • •••.......••••••••••• ••• • •• •• 

Great Britain 

231- 233, 
237-238 
234-236 

6-6L 
611 

128 .l 
172 D 

6 1- P, 
6 T- Y 
6 z 

18 

12 

28-46, 
100-ll1,119, 
12)-121,,142, 
179,180-182 

Bewley presents letter rr .. British .bbassador that ChulberlaiA 
wants full and fra.alc COIII1Uilicatioa bet~ two Treaeari&e 6/1/36- 2 

(See Stablliaatioa f Noieo 6/1/36) 
a) Copy unt to Bull; II:Ur wiahea to diecuae lituation 

with bia,................. . .. . ............................. 3 
b) Phillips diaouaaea draft of answer to British Aabsseldor 

with RIUrJ coagrntulntes I!IIJr on •moat i.ca~rtant 
diplomatic atep that bas been taken"- 6/2/36 •••••••••••• • 

IDIJr, Viner , Loobhoad, Taylor, and Hnae diacuaa offer and reply 
6/2/36 . ....... .. .... . .. . ..............• . . . . . ... . . . ........... . 

a) Viner tbinka it's thoroughly aatiafaotory offer 
b) HIIJr 5171 be will discuss converaation with Bewley 

and propoaed an ... r, with lDR next dq 
Repl7 deliTe~ to Bewle7 6/3/36 • ••..•.•• •• •• • •••• ••••••• • •••• •• 

- B-

15 

23-27 

51 

Hoey, James J. (Collector of Internal ReTenue, Second Mew Iork D1etr1ot) 
Confereace w1tb HMJr , Helvering, Irey, concerning Scbmell1ag oaee 

6/'J/)6 . ... 0 0 • 0 0 • 0 0 0 ••••••••••• 0 ••• •• 0 • • • • • • • • • • • • • • • • • • • • • • • • • • ,2-68 
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Book Paa• 

loco••• Tax Bureau 
illove11ent of .. ork diccuaaed by HIIJ"r, lloKe;ynolde, Holver-ing, 

Russell , Mires- 6/lS/36 • ...•..•...• . . • ..•.••••... • . • ..• XXVI 
Investigations, Treasur-y Paracnnel 

Conference: Ju.ea J . Hoey witb BliJr , Helverinl, and Irey, 
concerning Schaelling case - 6/3/)6 •••••••••••••••• • •••• 

a) Irey s•or4Llld.UII •.•• • • • • • •. • • • .•.•.•••.•••..•.•••..• 
I tal,)' 

See Debts, Foreign •••• •••• • ••••• • •••.•.••.•••• • •• ••• •••••• 

- L -

Louisiana 
l!li.Tr tells FOR Vioaca 1 a name will be recouended a a 

District Attorney in New Orleans and warne against 
confira&tion - 6/1/)6 • .••.••...•...••••.••.•.•.•••.•.••• 

- II -

ll&cy 1s (R. H. ) Store 
HliJ"r talks to Straus about a Wecy employee •epl.itting with 

a Customs emPloyee" - 6/J/36 •••••..••.•...•••.••..••.••. 
See also Book XXXII , 9/18/36, pages 9-15 

Uoran, V•illiam (Cbief of Secret Service) 
Bill for annuity discussed at 9 : 30 meeting 6/4/36 ••••••••• 

- p -

Platfona, Deaocratic 
Jagner~HUJr convereation 6/2/)6 •••.••••••.•••••..• . . • .•••• 
Uonetary planks for Senator llagnar diecuaeed at 9 :.30 Jaeeting 

6/8/36 •... ...... .. . . . . . . .... .. . . ......... . .... . . . . . . . .. .. 
Group at HMJr's home discuss - 6/14/36 ••• •• . • .....•. • •• . ••• 

- R -

Reve<~ue Act , 1936 
IIILrr pboDea Barkley; FDR thinks tbey abould work cloael7 on 

tactics uext tweot7-rour hours- 6/l/)6 ••• • ••• • • • • • •••••• 
a) Bl~ck ainorlty report to be offered oo tbe floor 6/2/.36 

Haaa 1 c00111enta on revenue eat.imataa of Senate ujorit,Y bill 
ae cootained in COIDilittee' a report to S.nata - 6/2/36 ..... 

a) Discuaaed with PDR ••• ••••••••••• •••• •• • • •••••••• •• • • • 
HUJr talla 9aJO &roup FDR will not aek LaFollette and Black 

not to ofter ... ndment- 6/2/)6 • ....• • •••••• • •• •• •• •.••• •• 
Oliphant •..orandua concerning Senate Fin&Dca co .. ittee•a 

failure to upoee effective tax on undiatributed earnings 
by atteapting to atrengtben Section 102 - 6/3/)6 .. ....... • 

221-226 

S2~ 
69 

Tl-'19 

1 

69 A-D 

126 

1.4 A-B 

161-16) 
183-218 

4-6 
7-9,10-ll 

12-1.4 
n -1s 

22 

76 
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Boot Paae 

Renoue Act , 1936 (Continued) 
•Ia~portant collateral provisions to be ohllnl!ed in 

conference•- 6/4/36................................... XXVI 83-93 A 
a) Osed at \:bite Howe 6/8/36 11t 4 P. ll............... 129-139 

P'DR tells HIIJr there will be 8 Senate conferees ao LaFollette 
can be included - 6/S/36..... . . .. . . ..................... 128 

- s -

Schllelling, !lax 
See Hoey, James J . 

Schwarzkopf, Colonel 
See Appointments and Resignations •• • • • • • ••••••.••..••• ••• 

Stabilization (arr~ed chronologically) 
Great Britain {Ctwoberlain) desires full and frank 

co.munication between two Treasuries (Bewley brings in 
letter fro• BritiBh Allbaaaador) - 6/1/36 ........ ...... .. 

a) Photostat copy aent to Hull , with whoa HMJr wishes 
to diacuaa aatter •...•••...••.•••••. • .. • •••••••.••• 

b) Pb1lllpa coces to assist. in drartiq rep~; tells 
I!JIJr •moat j,o,P?rtant diplomatic atep bas been 
taken• - 6/2/)6 ...• . •••......•••.•. •• ••..•..•.• . • 

c) Letter to Hull, enclosing copy of Bewley conversation 
6/2/36 •.......... . . .... ...... . . . ................. . 

IIIIJr reports to Hull on conversation wit.h Knoke - 6/3/)6 • • 
a) European situation bad - great flight or capital out 

of Si1anghai; Japanese bave frightened thea 
b) English have lost control of pound teapor arlly and 

have asked Federal RaserTe tor aaaiatance 
Cochran contera witb RMJr- 6/3/36 ••.•••. • .•• • ..•..•... •••• 

a) ~bor cooditiooa in France worse 
Bewley given re~ for British Aabasaador- 6/)/36 ....• • ••• 

a) Bewley asks if l:.ngl.and can buy dollar• in Onited States 
and convert into gold; HIIJr will study aatter 

b) Ta,ylor, Loebbead, and Haas confer concerning interview 
in a.dvu.o.oo • ....... . ........ . . . ....... • • • • • • • • • · • • • • • • • • 

HMJr tells FDR ticker reports TbOIII&a (Oklahoma) resolution 
extending two yeara- 6/15/36 •.•• • •• •. • .•.. • .••••••••• • •. 

Caripel asks note, unort1cially, it United States Treasury 
would renew laat year's arran&.....nt : Prance to sell gold 
against dollare , such acl d to be ~l<ed tor United States 
account or shipped proaptly- 6/4/36 •• ••• • •• •• ...• • •.••• •• 

{See ltnol<e-Ct.ripl cooftrsat1011 on pe&a 159) 
l'rench Cebinet to be conf1.r!Hd 6/ 4/)6 - ao Cochran t ell a IW.Tr 

6/ 4}~6 • • •. ••••••••••• • •.•• • •••• •••. • ••••. • ••••. • •• •••• • ••. 
Bewley-HMJr conversation 6/4/36 • •..• •• • •••. •• .••• ••••• • ••••. 

a) HIIJr auaaeata conversation with Frenoh in HIIJr's office 
to hint t hat ~aland and Onitad States would be w11liDg 

to see 20-3~ deVILluation 
b) It aueceaatul, HIIJr aigbt tell British United States 

Treasury would ....-.rt 111old tor th• 

22 

2-2 0 

3 

15-15 A 

16-16 A 
48-48 R 

49-1.9 E 

51-51 s 

51 T-51 V 

220 

us-us B 

U6-U6 P 
ll7-ll7 c 
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Book 

Stabilization (Continued) 
Auriol (new ~iniltar or Fitlaoce, Franca) recahea Cochran 

6/5/)6 • ••••••••• • •................................ . .... XXVI 
See Cochran 1 a report, pages 149+ 

Bolton (Bank of ~land) tells !Doke, Blua cannot tackle 
Cn.nc until a trike aitllb tion 18 1tl band - 6/5/'J6 •••...• 

lleating at IBIJr'a hOlM of rapresentatiYea ot law York 
b.onk1ng finla to c:lieouaa inte:rnatiooal currano7 aituation 
6/5/36 ••••••••••.••••••• • •• ••• ••• •• ••••••••••••• • •••••••• 

lliiJ'r phones Cochra.n to ask .turiol if it would help if 
French could devalue further , knowing United Sta tea aDd 
England would not devalue further- 6/6/36 • • .•••••••••••• 

HMJr tells Bewley gist or Cochran's cables (pages 149+) 6/6/36 
a) Suggests Bewley talk to Bri tieb Treasury 

lleoting or New York banking firma' representatives included 
(see page 147 aleo} - 6/6/36 •••••••••••••••••••• ••••••• • •• 

HMir takes three aata of papers to ~bite Bouse for signature 
to take cara or aTentua11ties in coonection with sale of 
gold - 6/7,1)6. . ... . .•••.•..•..•.•••.•........••••••• • ••• • 

Bewle7-mLTr conYeraation in .furtherance or 6/4/36 proposals 
(pages 117-117 C) 6/8/36 ••..•••••••••• • ••••••• •• ••• • ••••• 

a) Chancellor ot Exchequer eeea difficultie&J thinks 
initiative ia up to French 

b) BMJr reviaea French devaluation figureao 15- to 20%, 
maxilollm 25% 

Trip and Bachman of Swiae National Bank conversation with 
Cochran reported- 6/8/36 •. . .••••••••••••••••• • •• ••••••••• 

a) lll&Jr raporta to FOR that Srlaa and Dutch are 
syapathetio and that Bewley 1a cooain& in - 6/8/)6 •• • • 

b) Pblllips itlrltad to lll&Jr'a h001e to discuss cables 
6/8/36 • ••••• ••• ••••••••••••••••••••••••••• • ••• • •••••• 

HIUr conversation with Cochran; ~eata conver ... uon with 
Auriol concaming offer ot cooperation with Bank or France 
6/8/"J6 •• •• ••••••••••••• • •••••••• • ••••• • •• ••• •• •••••••••••• 

New York Tiaea clippins• •Large Gold Stock Held British Reed• 
6/8/36 •• • ••• ••• •• • ••••••••••••• • ••• •• ••• • ••••• •••••••• • •• • 

We.ll Street Journd clipping: •The l"rano and the Dollar" ••• 
Bewley at HMJr'a homo at 9 P.M. 6/8/36 ••••••••••••• • •••••••• 

a) lll&Jr reads Cochran cables 
b) Bewle)' I'IJ.)'a no advantage to Qla1and to have Bolland 

or Srltzerl&Jid d ... alue aDd tie currency to sterling; 
British Treaaur)' pretera ~ action tor a few days 

c) iiiiLTr rej)Mta conftraation to Phill1pa, wbo thinks desired 
delAy M7 be because of League' a ~~eetin& on the 16th ••••• 

RMJr (at rara) itlstructa T~lor and Lochhead to read 
cables 483 and 488 trom Cochran (pages 174-174 E) •••.••••• • • 

a) Cables report Oaillaux baa made statement on 
atabililation aiJiilar to Auriol'aJ that atrike aituat1011 
ia wo.•aa& butcher ahopa and reataurante , tiYllll Hotel 
Crill011, are oloaed 

b) Suggests consultation with Phill1pa 

141-141 B 

145 

1.47-147 .l 

148 
150 

151-151 Y 

152 

15.3-153 I 

154-154 ]!; 

155 

156 

157-157 J 

158 
158 A 
160-160 D 

172-172 c 

173-17) 8 
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Stabill:atiOII (C011tinUA!d) 
HMJr (~t tara) phones •¥•in- 6/11/36 ••••.•.••••••••••••• XXVI 

a) Instructs Taylor to see Hull but not Bewl~y 
Knoke-Bolton oonveraation- 6/11/36 •• ••••••••. • •• •••••••• 

a) Jtnoke tells Bolton of rt111ors that Britieh Fund is 
now trying to Ulloll&e sterling tbro\1&)1 dollar 

b) Bolton denies .. ;m.tically 
IDoke •~r~ua- 6/12/}6 .................•............. 

a) Hew York bank hears fro. France inactivity of French 
Ccve~t in ~ace of continued flight of capital is 
due to internal rifts due to ditterencea or opinion 
about devaluation 

Cancellation of faoilitiea f or purchaoe of t25 million in 
sold to be eerca.rked for Bank of France reported by HIIJr 
to Cochran, due to new aet-upJ new adainietrution should 
ask United States for rene"al if desired - 6/12/36 ••• • •• 

Cocbran-BYJr eonveraution- 6/15/36 •.•.••••.•••••••• •• •••• 
a) Strikes quieter 
b) french llin1ater of l'inance will report policy before 

Parlluent aOOD 
c) Cochran uka for penaission to see Auriol 8Dd relate 

United State Treaaury• s conversations with British 
d) Cocbr= nlao elk a perais a ion to telk to Dutch and 

Swiss 
e) Reluctantly, RWJr agrees 

Thomas (Senator, Oklaholl&) introduced extension for two years 1 
HMJr tells Heater it~ pass- 6/15/36 •• • ••.•••••• ••.•••.• 

Straus, Percy 
See llacy1 s (R. B. ) Store 

Taxation - T -
See Revenue Aet1 1936 

T reaaury Agency B ul 
HIIJr consults Cummins• (6/l/36 •• •••••••••••• • •• •• ••••••••••••. 

(6/4/36. o o o 0 0 I 0 0 0 0 t t t t t t 0 0 I 0 0 0 0 t 0 0 t 0 0 t 0 

HMJr~Barkley conversation- 6/8/36 •.• •••. • .•.•.•.•.....••. • ... 
a) BIIJr asaurea Bnkley, Clavis wll .!!!!i head 

- v -

Vocatioaal Educotion 
Frances Perkine di~euaaea bad featurea of •Oeor&e Dean bill" 

introduced by Senator George, inereaain& allota<11t. for -
6/2/)6 ...... . . . ... . . . . ... ..•..... . . . . . ......... .. . . .... .. . . . 

- 'il-

'orka Progress ~dainiatration 
B•ll says when he took over aceountin&, force waa reduced 4001 

another 100 can now 10 - political e~u.neea, ho..-ever; 
HIIJr aaya that 11 of !!.2 iloportance - 6/4/J6 ................ • 

175-175 c 

176-176 A 

1'71 

178 
219 

220,2.39 

6 Q-S 
11.4 
167-171 

22 A-D 

122 
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June 1, 19~e 

HU,Jr. told the President that V1oeoa 1 6 name 1e 
going to be recommended ae D1a~r1ot A~torney or New 
Orleana and that under ~o o1roumstanoee should ~e, the 
President, send his name up ror cont1rmat1on. 

1 
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June l, 1936 

Ur . Bewley came 1n and banded Ur. Uorgenthau. a 
letter from the Ambaesador. 

Tlle following 18 a stenographic transcript of the 
conversation betw~en Ur. Bewley and Secretary Uorgentbau.: 

Ur. Bewley: I have various messages to give you.. 
First, the general lines of the British monetary policy 
navenot changed since the monetary conference of 1933. 
The ultimate aim of the Britioh Government i s to go baok 
to the gol d standar d, but they would like to get baok to 
a refoi"Illed gold standard. As regards t he time, the view 
of the British Government is still that each country must 
make up its own mind as to the time w.llen it can afford 
to go back to the gold standard. 

The Chancellor t hinks Great Britian should keep 
interest rates low and keep trade conditione stable. 

Following that idea, the British Government oonoedes 
that if any other country feels simil arly and it finds 
t hat i n order to accomplish thi s it has to lower the value 
of its currency, nobody else can have any grievance, but 
each country should keep i ts own currency stable . 

T.lle equalization fund is being used to irOn out maJor 
fluctuations in the exchange rate, but not used to depre­
ciate st er ling in any way. 

The view ot the British Government is that they don ' t 
know what i s going to happen exactly to the Gold Bloc or 
whether they are going to be able to maintain ~eir present 
parity on gold. They would hope the Gold Blo ou.ld carry 
on without devaluation, but particularly withou applying 
exchange r estrictions of t he type which would 1ntertere 
seriouslY with the movement of trade. But 1t the Gold 
Bloc i s forc ed to devalue, t he British Government would 
hope t o base lts position on the value of gold r ather than 
on the value of the French currency. Tnat is to say , 
t hat 11 there 11 no substantial f all 1n gold prices, I 
mean commodity prices , 1n terms of gold that the British 
pound would continue to be held steady in terms of gold 
irreepeotive of what the French tranc does. That 11 to 
say , i f the dollar continues , tor the purpose of thil 
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.. 
discuesi ou we may assume , to be held steady, the parity 
between the pound and the dollar would remain unaltered. 

As tar as I underetad it, there are two cain pointe 
which cake it impossible ror the British Government to 
speak wit~ abeulute certaints on this. One i s that, 
as I said, there might be a big !all in gold prices 

and, it so, the British Government would be very loath 
to race the resulting deflation in pr ices . What steps 
they would take, they have not made up their mind. 

And the other uncertainty is the very large amount 
ot French money abroad and it is imposs i ble tor the 
British Government to say definitely what the results 
migllt be 1t there !lowed baclt very violent a.oounte. 
I don 't thinlt they particularly foresee either eventu­
ality, but the tact that there are two eventualities 
makes it impoesible !or them to speak with absolute 
certainty. 

HU.Jr: Does that conclude your messsge7 

Mr. Bewley: That concludes what I had to say to 
you regarding the curren cy problem. Then I was to 
give you two other messages. One wae to explain to 
you that the Chancellor o! the Exchequer, how anxious 
the Chancellor is tor closer cooperation. And the 
other thing was t o explain to you that it you thought 
lt would be uee!ul, they would be very glad tor me to 
come back to England to express your views 1n greater 
detail and to !ind out what theirs are. 

HI.! ,Jr: I see . 

Mr. Bewley: I think that concludes my visit. 

HI.! ,Jr. : Well, I want to di gest tbie and,~ I 
say this: that I wish you would send word to the 
Chancellor that I am very much pleased with this message. 

Mr. BewleY: Yes ; I will, Sir. 

HU.Jr: That ' s tne !1rst. This io June. Certai nl1 
tor the next oo u ple o! weeks , thi s situation is eo 
critical t hat tor the moment my !irst r eaction is that 
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you had better stay here and let ' s go through thle ·sit­
uation ot the f orming ot the French cabinet and let ' e 
get by t ha t tirat, because once I get used to a person 
I like to work with a person and it takes me a long time 
and I am beginning to get used to you, and so I think I 
would like to go through tills . . 

Mr. Bewley: Yes; of course. 

HM~Jr : And see what happens. I wish you would 
be thin ing about this. As long ns this question ot 
currency stabilization is in the hands ot the Treasury, 
I think it is better -- I have not discussed this with 
anybody - - but I think it better that I deal with the 
Treasury t han through the two central Banks. It i a 
either between t he two Central Banke or the Treasury and 
my feeling is it is better between the two Treasurye. 

Ur. Bewley: I was talking on questions ot policy, 
as regards t be regular working ot the thing. 

Hll,Jr: lt, tor instance, we buy gold, we have an 
agent . Our agent is the Federal Reserve ot New York 
and they do business with your agent, which is the Bank 
ot England. When it comes to policy -- this is my 
feeling -- I think I had better con.t1ne our conversations 
between t he two Treasurys. 

Br. Bewley: I think he would certainlY agree as 
regards policy. 

HU,Jr: Because always, up to now, anything on policy 
bas been discussed between George Harrison and Norman. 
That used to be the way, and then since 1933 the thing 
has just dropped and I think as tar as I am concerned 
we bad better just drop it. 

~. Bewle{: I feel sure that the British people 
would agree wi h you on that. 

HY,Jt: In thls thing, which is dl!terent trom any 
other diplomatic thing, it 1 s just l i ke this -- (snapped 
fingers, indicating things happen speedilY .) I want 
to get !rom the President 'utbor1ty on just how we oan 
act . I may want to call your people llP on the tele)l!'lone 
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and ask you to come down here and sit while I call 
them up . So you see whit I mean? But aomet~ee 
things happen so fast , by the t i me you code a cable 
and deco~e •... 

!.lr. Bewley: And go through diplomatic channels 
I don 1t believe you can do i t on a thing like that. ' 

~: I never move , I might say, unless I have 
compl~pproval of the President, but once I get i t 
then I move and move very freely. But I might want 
t o, on ao~e or these things I can call Ur. Chamberlai n 
right up on t he telephone if tnia t hing anould get 
serious , you see. These things happen so fast. We 
get here at 9 o'clock. Lochhead rushes in here and 
says, Will you or won ' t you buy or sell 25 , 000,000 of 
this or that , and you can ' t wait for a message. By 
the time the message i8 coded, the t hing is too late. 
I don 't know how it is with you, but we can ' t decode 
in less than five hours. 

l4r. Bewle~: If it i8 a message of any length. And 
also if we sen off a message at 11, it's late in England. 
It's the following day . 

HU,Jr: But if we can get this thing suppose t here 
is a large amount of dollars bought and sold 1n this market 
in the afternoon after you close , and that's when we begin 
t o operate after you are through. Suppose there ia a 
audc1en selling of dollars here . I would like to call up 
and say, There are 5, or 10 or 26 millions of dollars being 
orrered here by London. Can you tell me wnat !t is? Do 
you see what I mean. These things have happened two or 
three times. 

Ur. Bewley : The only thing I questi on is -- I don 't 
know how IIIUch the Treasury will know. I think the Bank 
of England will know more about it, but that is a quoatio~ 
of arrangement. 

HW,Jr : But I checked again. I think I am correct . 
The man who does it is Philli ps . 

!.lr. Bewley: .A.e I understand it J'hUlJ.P.• i e t he person 
who does .:.t and he certainly communi catel to the Bank of 
England iL~d t~e Bank of England-- on policy , the Bank of 
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Engl~·d applies tho Treasury pol1oy, but when it comes 
to actual buying or selling the Bank acts without con­
sulting the Treasury. 

F!I.!,Jr: After all, your fund 1e eet up - you bnve 
two Treasury people and one Bank of England. 

Ur. Bewley : I am not certain. 
not 

HMdl'.: I as/thinking ot the normal l.oni="J;erm opera­
tions~ week is a long time tor us. A cabli iB all 
right . But I e.m thinking of emer gency happenings and I 
don't know wh~tber your peopl.e use the telephone as freelY 
ae we do. 

!.lr. Bewley: They do 1nternall.y, but not acroee the 
Atlantic. 

HU.Jr: But they telephone to Harrison. 

!.lr. Bewley: Yes, they ring up Harrison . 

HU,Jr: And before I came they used to cal.l hi m up 
a lot, almost dallY between Harrison and Normag. 

But t his 1e a move in the direction that I have been 
hoping tor. Let me digest this thing. I happen to be 
lunching with the President 1n five minutes . I want to 
t111nk about it. 

!.lr. Bewley: I am at your d1epoeaJ any time you want 
me. 

HU Jr: Are you going to tell the State Department 
about ~1s7 Taylor, I think you should. 

llr. Bewley: I know the Ambassador told Ph1ll1pe 
1n the most general terms. 

IJH,Jr: Taylor, 
t akes care of tb1e . 
tlle message 1e. 

will you tell Kr. Pb1ll1pe, eo that 
You tell Phillips eo he knows what 

Then let me kind of digest this thing, because France 
1en 1t tne on].y problem of currency. We have some other 
problems. 
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Ur. Bewley : Yes , I think that's true. I don't 
want you to think I am malting up an:y d1ttteulties about 
rtnging up the Treasury . !.I.Y onl.y 1dea 1s t hat I don 't 
know bow mueb they know or b.ow much the Bank knows 
whether t.here w1ll be delay. 

HU 1Jr: I would rather you would not transm1t that 
thought, about telephon1ng. I don ' t want to move too 
qu1ckly. Just bold that tor a day or two, Let 1t reet 
tor a day or two. Lat me digest th1s and t hen we can 
start t he eables and maybe 1! 1t works then we w1ll ra1ee 
the po1nt with Ur. Norman that in case or emergency and 
he wants to tele; hone and needs an answer 1n t1ve m1nutee, 
to whom should be telephone. Let that rest tor a day or 
two . · 

Ur. Bewley: Ob, yes. 

HU,Jr: But I wouldn't ask that quest1on yet , because 
I am not certain myself. But that ' s that ! And I th1nk 
that 's !1ne. !.ly regards to the Ambassador, 

Ur. Bewley : He's away tor the moment, but I w1ll 
give them to ba upon h1s return. 

Regraded Unclassified 



Regraded Unclassified 



Regraded Unclassified 



l1IIM 1. 1181. 

If¥ dHr llr. 8ao.na171 

I aa eacloa~ haP.-1\b a 
photonat con or a ln'- r... 
u'baaaador L1114N1 11htoh -• delh' .. ect 
b1 Mild to •e b1 Ill'. Bewl.,. 

I '"-lr tbat tb1• 1~ b 
•n •lcDUlc•t •4 I abould 11b to 
u ..... 1t wtt'll,... ., 10U' .... .t .... 

11Doen17. 

!be lollorabl•• 

'fba le01'ata17 or State, 

' 

• 

Regraded Unclassified 



-- . 

Senator 
Alben 
Barkley: Yes , sir, how are you? 

lolonday 
June 1, 1936 

HYJr : Ob, pretty well. I bad lunch with the President, 
Senator, and he said be thought the n&xt twenty-four 
hours that you and I ought to work very closely to­
gether on tactics on the tax bill as to what's going 
to happen on the floor and the Uinority Report and 
all that sort of thing. 

B: Well, I just bad a conference with Garner and Black 
and Joe Robinson -

HJ.Ijr : Yes 

B: - about the matter. 

Bloljr: Yes 

4 

B: I talked to t he President the other night for a =oment -

HYjr: Yes 

B: 

HYjr : 

B: 

H.lljr : 

B! 

Hlljr: 

B: 

!Dijr: 

B: 

HJ.Ijrs 

B: 

- about it. And I went by and saw Pat Harrison this 
morning. 

Yes 

And we have - I have concluded and Garner and Robinson 
both agree and so does Pat 

Yes 

-- that if we could put any substitute over - like 
Black ' s or like anything we might work out 

Yes 

- on a roll call it would be all right , of course if 
we •aka the effort . But if we can't do it we111 be 
1n a worse position to try it and have a roll call and 
get licked than if we don't try it at all . 

Well , what 

Because in conference - 1n conference, you see Pat 
isn't going to be able to be on the conference. 

llo 

And with Iring and George and Ytalsh and Couzens and 
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B: 

H.lljr: 

B: 

llll jr : 

B: 

Hljr: 

B: 

Hlljr: 

B: 

n.tjr: 

B: 

Rlljr : 

B: 

Fill Jr: 

B: 

II!Ajr: 

B: 

-2-

Keyes on the Conference Committee a roll call 
feedin~ a substitute would cert~inly stiffen 
their backbones in holding out against the House. 

Well when does that decision hove to be made? 

Well, it doesn't have to be made by any particular 
time but we 1 ve been talking about 1 t with a view 
to try to determine what's the best course to pur­
sue before the thing is reached and the bill is 
out of consideration. 

Well , I mean will it come out today? 

No , no, it won 't be today . 

Will it be tomorrow? 

It may be tomorrow. 

Wha t would be a good tice to call you tomorrow morning? 

Well -

Or shall I call you again tonight? 

I expect maybe tonight would be- suppose you try -
I don 1 t know that there is anything further that will 
develop this afternoon. 

Well , why not leave it this 
would you •1nd calling me? 
the morn1ng? 

Sur ely, yes 

way , if something does 
If not I'll call you in 

Now, what you say sounds like good horse sense t o me. 

\'/ell , I haven ' t any doubt about the wisdom of that 
course. Garner and Robinson both coincide With that 
view and so does Harrison. 

Ytell, it' anything occurs this afternoon you ' ll call 
me, otherwise I '11 make it •Y business to get in touch 
with you? 

All right . Here ' s what I'm anxious about, I don't 
want these Senate conferees who are unfriendly anyhow 

Yes 

- to our viewpoint -
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FOR RELEAS!, IICIRI'1!1G. !ll.'ll!iPAPU!:;, 
llon45Y. June 1 , 1936, 

W• ohlngton 

Preoe S.·rvicc. 
No. 7-45 

Secr~t~ry of tho Tre.sury llorcunthnu ia todAy offcrin~ for aubacript1on , 

p.'\l' nnd t~ccrucd int.,roat, throu&h the Federal Reserve bnnk11 $600, ')()(),000, 

or thcroobouta, of 15-18-ycar a-3/4 percent Trenaury bondo of 1951- 54, and 

$400, Q90, 0001 or thereabout s , of 5-yoar 1-3/8 percent Tro&aury notoa of Seriea 

»-1941, The ho1dero of 1-1/8 porcont Trensury notoa of 3orioa E-1936 ~turing 

June 15, 1936, en~ 3-1/4 percent Trc~aury notca of Ser1oo A-1936 maturing 

Aucuat 1 , 1936, are offered the pr1v1leoe of exc~& auch notea either for 

the Treasury bonds or the Treasury notes, tho exc~.nae to bo CIQde pnr for Pl'r , 

with an ~uatment of accrued intercat ns ot June 15, 1936, on notea of Scrioa 

A-1936, ..nd to the extent euch excl>Nlt;e pr1v1le,;c 1s a•l\lled or, the offering 

of bonds or of notes mAY be 1ncroasod. 

The Treasury bonda of 1951-54 now offered for CAah, and in exclwlge tor 

Treasury notoa J:llltur1ng Juno 15 Md AU8Ust 1 , 1936, will be dated Juno 15, 1936, 

nnd will bo~r 1ntere?t from that d&to at tho rate of 3-3/4 percent per ~nnum 

tho option ot the United Stateo on and P1ter June 15, 1951, 

The Trenoury notes of Sor1co :&-1941 , aloo off11rod fer c!~Sh. 41!ld..iu »,... 

-~for 'l'rco8U%'7 not« lll\turinjO J\mc 15 end ~ugu.st 1.. 1006, wU.I 'bo da~ 

June l.S ~ 1936, and will beAr 1ntorept tr<X!I tMt date at tho rnto of 1-3/8 per-­

eont per nnnum PIIJ'P.ble acmiannually, They will oature,Jwao 16, 19411 nnd will 

not be cubjcct to call fnr redeaption before t~.t date, 

Tho Trei'\Qury bondc and the troa.uury notea will be accorded the aame e:r-

OCiptious frOill texation ao are accorded other 1GSW>D of Treaaury bonda ~Utd 

Troacur,y notea , reapeetiYely, now outatandi114:, 'Pheae provhions are apec1t1eall7 

eat forth in the officinl circulnra 1aaued todAy, 
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i'ba 'l'reawry bonda wlll be iu-.>ed in two !onu, bearer bonda wl th intereat 

1 aoupona attached, and bonda rechtf'rad aa to both prlnclpl.\1 and interett ; both 
' 

forma vill be issued in tho denominations of $50, $100, $500, $1,000, $~,000, 

I $10,000 and $100,000. i'be 'l'reaaur;r notes will be iuued onlJr in bearer fora 

rlth coupon• attached. in the denolli~~ationo or $100, $500, $1,000, $5,000, 

$10,000 and $100,000. 

Applications will be receiT~d at the Federal Reao<Te bonka and branchea, 

Troaf11U7 Deunrtmont, ~nshincton. Banking lnatltutiona gonorlll.l7 

aubscriptiona for oocount of customera, but onl7 tho Federal Reaorvo 

banlu and tho 'l'rca&UrT D&j>l\1' tmen t are nu thorlzod to act aa o!ficilll scene lea. 

Yi th r eapec t to ca.sh aubacrlptlona for either the '1're'\IW'7 bonds or the '1'roatUr7 

no tea, applications fro• ban!:a IUid trust companioa for oi ther losue for their 

ovn account will be recoiYod vithout dopoalt but ~Ill bo roatrictod in aoch caae 

'Uld for each off orin,; to M nmount not excoodlnr. ono-llolf of tho combined cap! tl\l. 

and .urplua of the subscribing bnnk or trunt company. Cnab subacriptlona !rom 

ell othora must be accompanied, if for $5, 000 or lou by PIIO'l!IOnt in run: and, 

If for aero than $5,000, by p&711ont of 10 poreont of the amount !!ppllod for, but 

not leu than $5,000. WIth roapcct to oxell'lllgo aubaerlptiono for ol ther bonda or 

notea, aubaerlptions ah~uld be accompanied b~ n llko !nee nmount of 1-1/8 poreont 

Tronaury no tea of Sorioo J-1936 or of 3-l/4 percent Tronaur7 notea of Sorloa A-1936, 

tonderod In paJmont. 

SUbJect to the reaorTatlona aet forth in tho official clrculara, ca-'> 

aubaeriptlone ~o· OliCUDta up to t.nd incllrling $5,000 o;riU bo pYan pro!errod 

ellotaent , cash sub~criptlona for ,.,ounta ovor $5,000 71U be allotted 

on M equal porcontt>«O bnah, but not loss than the mnxiOWD preferred 
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&llotment, &nd exchllnee r~bacriptlona •ill be allotted in full . 

P~cnt for any ~on~B or notco Allott~d nuat be ~e or cocrpleted on 

beforo June 15 , 1936. If rreaaury notea oaturinr, Aueu&t 1, 1936, ~r• tendered , 

coupon ~uo AU.Juat 1, 1936 oust be attached to the notea , Md accl'Wld.interea t on 

auch note• to June 15, 1936, uill be ~d following their acceptenc~. 

Tbe right 1a reserved to cloae the books •a to any or all aubscrlptiona 

or cloaaeo o! aubscriptiona at any time without notice , ei thor !or the rroa~ury 

bonda or tho Treasury notea and with respect to the cnah offering or with re­

opoct to the exchan~e offering of either. 

In or~or to provi<'a l'n oqut t10.ble allotnent and dh~ribution of aeeurlt!ee 

to all clucea of oubecribere, all bNikin,z instltutiona and ot.hera concerned are 

UT(led to cooperete in making effective the procedure outlined in Depart1:10nt 

letter of May 27, 1936, addreooed to the pteaident of each of the twelve federal 

Reserve bank• and made public ot that time, 

Interes t on the pyblio debt to the acount of about $116,000,000 ia 

payable on June 15, 1~36. rho amount o! 'l'r ea!IUT)' not es of Serlea :&-1936 

oaturinc on June 15, 1~36, 11 $~,616,400, and of Series .4-1~36 -turing on 

August 1, 1~36 , ia $364,138,000. 

The texto of \he official circu!8Ta tollo~: 

• 

' • 
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UNITED S'!'.l'I'ZS 01' Alll:!!Ic.t 

2-3/4 P!:RCl)'T 'l'Rl'.lroRI Bo:ms or 1951-54 

Du.o> Juno 15 , 1954 

l!J:Dm.IA1!LE AT TilE OP'l'IOII OF 'l'Jl'E Ulll'l'ED STA!n:S AT PtJl A.I'D ACC.1lUED U'TZREST ON .UID 
AF'lT.R JU:-lE 15, 1 !151 

Interott '!J83able Jun£ 15 en~ l)olc.,r.bcr 15 

1936 
Dcpnrtnent CirculAr No , 561 

Public Debt Service 

TREASURY llEPAR'D!ENT, 

I, OFFERiltG Oi' BONDS 

Office of the ~ucrut~ry , 
Wanhin;ton , Juno 1, 1936, 

1 , Tl\e Secretary af tho Trt.noury, purlll\ellt to the 1\Uthority of tho Second 

Lib<rty Bon~ .let, approvecl Septe:Jb.:r 24, 1917, aa •·ne~cd, invites cubccriptiona, 

at Pf'.T and accrued interoat, fror:o the pc?ple of the UnitK States tor 2-3/4 per­

cent bonda of thu United Statoe, dooi&natcd Trcnaury Bon~a of 1951-54, The omount 

of the offerinG is $600,000,000, or thcrcab~uts , with tho riGht r eserved to tho 

Socrotary of the Treasury to incrcnoo tho off~rins by nn omount sufficient to 

accept llll nubocript ions for which Treanury Notoa of :;orios .&-1936, caturinc 

June 15, 1936, or Treaaury Noha of Series .l-1936, nnturint; Au.,.-ust 1 , 1936, aro 

tondorecl in poyncnt and accepted , 

II , DESCRIPTION OP BOllDS 

l , The bon~a will bo dated Juno 15, 1936, and will bear i nterest from thRt 

~to 1\t tho rete of 3-3/4 poroont per = • pey~.blu ot:o~iMnllAlly , on Doeonber 15, . 
1936, ~~~~~ thereafter ol' Juno 15 rJ\c!. Dececber 15 in each :fOIU>·until the principal 

1\00\lnt bocooea peye.blo, They will ceture June 15, 1954, but ~ be redecaed a t the 

option of the United 3tAtoa on And r~ter Juno 15, 1~1, in vholo or 1n PRrt , a t 

par nnd accrued inter est , on any 1nteroa t day or ~o, on 4 nontha ' notice of 

rodomption Given in auch r.INI1ler p.a the Secretary of tho Tree.oury ahal1 pr eaor ibe, 

In cr.ae of ])l'.rtir.l r edor:option t ho bo~s to bo rc~"ucod will '!le deten:dnad lr7 well 

QOthod 1\a nay b~ prescribe~ by the Sccrctr.ry of tho Treuury, rroc tho dl! t o of 
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deaig:>ate~ in any auch notice , inttreot on the bond2 calle<' for r.­

i9n aMll ceaoe. 

2, Tho bonds chall be exemp~ . both eo to princiPAl snd intereot, fro~ all 

t&%ation now or hereAfter Imposed by the United Stateo , any Stat e, or any of the 

! pooaeniona of the United Statu, or by any loclll taxi~!« authority, except (a) 

or inheritance taxea , or girt t&xes, and (b) credlll'ted add1t.ion&l income 

commonly known ns aurttuoo, Rlld excoaa-profi to and war-profito truceo, now 

or hcren!ter impoaed by tho United Gtoteo, upon t~e income or profito Qf indivi4-

aosocintiono, or corporationo. The interest on an amount of 

bondo authorized by the Socond Liberty Bond 4ct, approved September 24, 1917, ~a 

amended, the principe~ of which doea not exccc;d in tho a~pte $5, 000, owned 'b)­

anT individual , partnership, nooociation, 9r corporation, obAll be exempt f roa 

tho t~oe providod for in clnuoo (b) above, 

3, The bondo will be acceptable to aecure depooito of public monoyo , but 

will not bear tho cireulation pr1v11ego and will not be entitled to any priviloce 

of conyeraion, 

4, :Bearer bondo with interoot coupono nttacbcd, and bor.ds r eghtered ao to 

princlprl and interest , will be ieau~ in denominationa of $50, $1000 $500, 

$1 ,000, $5, 000, $10,000 ftftd $100, 000. Provioion will bo mndc for the interchance 

of bondo of differ ent dcnominatlono and of coupon and reciatered bonds, ADd for 

the tranafer of registered bondo, =<!er rules and roCU}ationo pr encribed b:r the 

Secret~ of the Treasury, 

5, The bonds will be .ubJect to th• genernl reeulationo of the Ttoaaur,y 

Depert~ont , now or hereafter proacribod, governinc Unitod St~teo bondo, 
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III. SUBSCRIPTION Alii) ALLOnml'l' 

1 . Subacrlptlona will be received at the Federal Reaerve banka and branehea 

the TreaW>7 Departllant, Waehlncton. BanklQ& lnstl tutiono geDerall,T wq 

aubaeriptlona for account of euatomera , but only the Federal Reaerve bMita 

the 'l'reaaury Departllent are authorhed to act aa official ...,eneiea. Othera 

bankin& inatitutlona will not be per.itted to enter aubaeriptiona .xcept 

Oaab aubacriptiona from banks e.nd truat eompaniu for their 

account will be received vlthout dopoait but will be reatricted in each ease 

an amount not exceedlnc on&-half' of' the c0<1blned capital ADd aurplua of the 

aubaeribiD8 banlc or truat COIIIP8DY· Caah subscriptions from all otbera muat be 

aceompe.nied, if for $5,000 or leaa by piiJI!Ient in full; and, if for more than $5,000, 

b7 pl!JIIent of 10 percent of the aoount of bonda appl hd for , but not baa than 

$5, 000, The Socretary ~f the Treasury reserves the right to close tho books as 

to ~. or all aubaeriptiona or elaaaaa of subscriptions at~ time without notice. 

2 , 'lbe Secrata17 of the TreaW>7 reaervt~a the right to reject &n7 aubacrlp­

t ion, in whole or in part , to allot leas than •he amount of bonds applied for , 

to dKa allotaento in full upon applications tor amaller amounts end to 

lOMe reduced allotments upon, or to reject, appl1eatlona for larger amounta, 

or to adopt &n7 or all of eald methods or such other methoch of allotment and 

elaaa1fieat1on of allot.>anh ae ahall be dee::1ed by b1tl to be in the public 

1ntereat; and hh action in ~ or all of these reopeeto shall be final , SUbject 

to thea• reaeJ"'ratione, caah aubacriptona for amounte up to and ineludinc $5,000 

will be given preferred allotl:lent; eaah aubaeriptlona for CIO\lnta ovar $5,000 

will be allotted on an oqual percentage basis, but net leea than the •nt•• 

preferred allot.>ent; and eubecrlptiona in p1171Dent of whlcb TreaW>7 Botea of 

Ser1aa :&-1936 or Treaaury Botu of Serle• ._1936 are tecdared will be allotted 
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fUll. Allotm~n~ notic•• ~ill bo ~cnt out p~omptly upon nllo~ent , and the 

of the allotment Y'ill be publicly announced. 

IV. PJ.ncEN'l' 

1. Payment at par and accrued intereat, if any , tor bonds allotted on caah 

aubacript~ona munt be mAdo or coopleted on or before June 15, 1936, or on later 

In every caae whore payment ic not oo completed, the ~nt with 

application up to 10 ~rccnt of tho emolL~t of banda applied for Gholl , upon 

declaration made by ~ho Soorotary of the TTenaury in hio diocr etion, be forfeited 

to the United Stntcs. ~ qualified depositbXY will be permitted to ~e payment 

by credit !or bo~~ allotted to it for itaElf and ita customers up to any amount 

!or which it Ghall be qualified in excess of existing deposita, when ao notified 

by tho roderal Reserve bank of ito diatrict . Treaoury Notes of Serieo E-1936, 

maturin~ June 15, 1936, ~11 be accepted at par in ~ont tor nny banda sub­

scribed for nnd allotted. TTonoury Notes of Sorieo A-19~6 , maturi ng Auguot 1, 

1936, with coupon dAted Auguot 1 , 1936, attached, will be accepted at par with 

an adJuatoont of accrued in~oreat a~ of June 15, 1936, in pr~ent for any bon4e 

aubacribed for Md nllott<X' . P'\YI'lent through surrender of Trensury liotea of 

Serioa E-1936 or of Serioe A-1936 ahould be mn1o when the subscription ia ton4erod, 

V. GENERAL PROVISIOIIG 

1. J.o fiscal agenh of tho Unite<! StPtoo , J'edorn1 Roaerve bonks are author­

ited and requested to reccivo eubacriptionn, to aeke &llotcents on tho ~aia and 

up to the IIIIIOWits i ndicatod by the Secretar-.1 of tho Treasury. t o the roderal Be­

serve b&riko ?f the respective ~intricto , to iaaue nllotmont noticoa , to receive 

~ont !or bends allot ted, to mAke delivery of bon~a on tull-pnid eubacr ipt iona 

nllot~ed , nnd they ~ 1aaue inter im receipto ponding doliv~ry of t ho definitive 

bond a. 
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2, 'l'lu> :;.eretiU')' or tbe 'lrer.w.ry r-q 11t M:l Urae , or !roo tine to Uae, 

ing, which will be consaaie11ted pro~tly to the Jederal Boaerve banka, 

IIEilRY llORGl:ll'l'IU.U, JR, , 
30CTOti.U'JI O! the TrOI\GUI"y, 
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UI"I'I'ID S'r.t.US OF .&ll:llUCA 

1-3/B PERC.tNT 'l'HU.SORT NOTES or SERIIS B-1941 

Dated end bearing interee t froM June 15, 1936 Due June 15, 1941 

Interest pnyab1e June 15 and December 15 

1936 
Department Circular No. 562 

Public Debt Service 

I. OFFIRING OF NOTES 

TRE.I.SURT DXPAR'I)(Ell't, 
Office of tnt Secret~. 

Washington, June 1,1936. 

1 . The Secretary of the Trea.ury, pursuant to the authority of the Second 

Liber~ Bond Act, approvei Septenbor 24, 1917, al noended, invites subacriptione, 

at par and accrued intereet, fron the people of the Uni ted States for l-3/8 per-

cent notee of tho tTnited Statee, deaignated Treaeury Notea of Serioe B-1941. The 

offering ie $400,000,000, or thereabout., ri t h the ris}lt reeerved 

to the Secretory of the Treasury to increase t ho offering by an aoount sufficient 

to accept all subscription& fer which Treasury Notu of S<lr1ss E-1936, =turing 

June 15, 1936, or Treaeury !i0 tee of Series J.-1936, datur1ng August 1, 1936, are 

t.endned in pa;;ment and accepted. 

II, DESCRIPTION OF IIO'l'ES 

1 . The notes will be doted June 15,1936, end nill bonr interest from that 

dote at the rate of l-3/B percent por tl.llnuo, pa;ral>le 1cr.2iannually, on DecOl:lber 15, 

1936, Md thereafter on June 15 and Dece-1ber 15 in ooch year. The·· will J:l$turo 

Juno 15, 1941, end will not be subject to call for redocpt1on prior to eoaturHy. 

2. ftle notes shall be exempt, both as to principol Md interest, fr011 all 

taxation(except estate or inheri tn.~ce taxes, or gift taxee) no• or hereafter 

impoeod by the United Statee, ~State, or any of tho poaeeaaione of the United 

Statee, or by any local taxin& ~thority. 

3. 'l!le notee will be occepted at pc during auch ti~:~e nnd under such ruln 
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be preecr!bed or appro•ed. b7 the Secretary of the 

In p&71!1ent of lncc:ne em prof! ta tpeo poTable at the JO&tur! tT of the 

4. '!he no teo will be acceptable to oecure 4upoo1 to of public aone;yo, but 

not bear the circulation privilege. 

5. Bearer notea with intereet coupona attached will be issued in denomi­

of $100, $500, $1,000, $5,000, $10,000 and $100,000. 'l'he noteo will 

not be !ooued 1n regiotered fore. 

III. SUl!SCRIP'l'lOR Al!D ALLO'DinT 

1. &lbocr!pt!ona '1'111 be received ftt the 1eder8l Reserve b!lllks and braneheo 

the TreaiUZ'Y Departcent, ll'aehington. Banking lnat! tull.ona generall;y D<\1 

llllbocript!ono for account of cuatocera , but only the J'ederel Reaorve bonlee 

and the Treaour:v Departoent are e.uthoritod t o act oe official agencioe. Othero 

than bAnking inat!tut!ona ~11 not be percittod to enter subscription& except 

for their own account. Caeh subacript!ono !roo banko and trust conpanieo for 

their own account will be received without dopooit but will be restricted !n each 

caae to an aoount not exceed.ing on ... lullf' of tho conb!ned. cap! tel and ourpluo of 

the IUbocr!b!ng banlc or trust Ccepa:ll7. Caoh IIUboer!»t!ono froa all othero ..uot be 

nccocpaniod, H for $5,000 or leaa by PII1D&nt !n full; ond, !f' for nore than $5, 000 1 

by paynent of 10 pereent of the anount of noteo appllod for, but not leeo thl\n 

$5,000. 'lhe SecretoJ'l• of' the 'rreasur)' reoerveo the rigbt to cloee the boolco ""·to 

~or ell oubooriptione or elnaaea of ouboor!~tiono at any tine without notice , 

2. 'l'ho Secretary of the 'rre&IIUl"/ renrvea the rie;!lt t o reject an:r IUb­

eoript!on, in •bole or in part , to allot leu than the IU'IOunt of notoa applied 

for , to Dtl<e allotaonta in full upon applicat!ono tor .,aller aaounta and to 

Daleo reduced allotn81lta upon, or to reject, application~ for larger &DOUDta, 

or to adopt any or all of aald CDthodo or ouch other oetbodo of allotnent and 

el aoo!!icat lon ot allotnenta aa ehall be deened b7 hla to be in the public 
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a.nd. hh action in M1f or all o: t!.eao r oapcc to ahllll be !1nal . 

thoae ruervatlona, caa.'l aubacripUone tor enounta up to nnd in­

$5,000 vill be &ivan preferred allotnent; caah eubacrtptiona for 

a o•or $5,000 will be allotted. on an equal porccntnco bnaia, but not 

than tho CAXioun preforred. allob:lent; and aubacript1ona in p~-oont or 

Tre&I\U".f Notea of Seriee :&-1936 or 'l'reaaury Notes of Seriea A-1936 are 

vill be allotted in tull. Allotoent noticoa vill be aont out prODptly 

tho baaia of t..'te allot.rlent vill be publicly announce<\. 

IV. PAMN'l' 

PII,Y!Oent at par and accrued. intereat, H 800", for notes allotted. on 

aubscriptiona nuat bo node or coopletod on or before June 15, 1936, or 

In e•nr·; case vhere POO"l~t h not ao cor!pletod, tho po.y­

with application up to 10 percent of tho anount of notes applied for ahall, 

the Secretar:- of the 'l'reaaur.r in hh d.iacret1on , be 

forfeited to the United Statea. Art;; qualified dopoeitar;• vill be pem1ttod. 

to aelce ps;rnent b;; crod.l t for no tea allotted. to 1t for itaelf =d ita cuatoaers 

up to M1f aoount for vhlch it ahnll be qualified in exceu of elthtill! dopoeits, 

2hen eo notified by the J'e<\oral RoaerYe bMlc of ita d.lstrict. 'l'reaaury lfotea of 

Seriea :&-1936, maturing June 15, 1936, w111 be MCO))tod f\t pnr in pa,:'Tlont for Mil 

not81 aubacribed. tor and allotted. 'l're,..aur:• Notea of Seriu A-1936, :-.aturiJl! 

.Aucuet l, 1936, with coupon &.ted Aucuat l, 1936, .. ttached., llill bl accepted a t 

par with an adjuetaent of accrued interoat aa of June 15, 1936, in ~ent for 

Mil note a aubacribad for and allo ttod. P.;ment through aurronder of Treaaury 

Notea of Series »-1936 or of Seriea A-1936 ahould ba DIIA!e vbon the aubacription 

h tendered. 
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V. GIMIRJL PROVISIOIS 

1. Aa fiecDl ~enta of the United Stntee, re~~r~ R~aorve b4nka are 

au~~orized ~nd requeate~ to receive aubacriptiona, to ~~ 1llotconta on the 

bAah Md up to tho ""'ounta indicnted b:y the Secretllr/ of tho 'l'reawr.- to 

the J'edoral Roaerve banlca of the reapective dlatricta, to haue allot.'1ent 

noticea, to receive PQYr.ent tor notca Dllottod, to nake ~oliver,! of notea on 

full-paid aubacriptiona allotted, and the;r "~' iaaue interir:l recoipte pendinc 

deliver; of t.~e detinitivo notoa. 

2 . 'l'he Secretary ot the Troaa•.l.r',/ 011,~ at an·' tiao , or fron tiee to the, 

preacribo aupplenentDl or I'IOendntor:r rules and recul4tiona coverninc the 

otferins, 9hich ~ill bo connunicatod pro~t~· to tho 7oderal Reserve banks. 

K!!ll!Y IIORGENTI'At: 1 JR. , 
Secretnry of tho TroA~J. 
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FOR Ri:Ll:AS!:, ltO!UllliG NEISP.u>EPS, 
Tlttftdr;- , June 2 , 1936, 

'll\ah1ngton 

Preaa Gt·rvlct· 
llo , 7-4? 

Sucrckry ~f th" 'l'rt••ury l.!nr.;cntllfl.u ~nnouncM ll'•t ni,;ht tbnt the 

oubocr1ption books fo• t 'to current offvrinj '>f 2-3/4 porcont 'l'roP.Dur;y b1nc:\o 

of 1951-54 ~Jnd of 1-3/8 perc~nt 'l'ro•.oury noteo of 0o'r1ca :B-1941 cloaed t.t 

th~ cl'>~e ~f buoineat l!nndJ-y, Jane 1 , fer the rr.cdr>t .f cnah oubocri;Jt1Gna, 

Ct~h aubscrlutl•'I.J ! or rither 1:<nK :>!~ced in tllo mril bcf>re 12 o ' clock 

m1dn1;;bt , llon<'.t'y, J•tno 1, '1'1 ~e eo!Uiidered "~ h•vhq bten cntcr"d b<'fOrft the 

Thu O\i.J•criptiM 1.ooko for both ionuao 1'1111 elolo nt the eloo~ of buoinu•o 

11tdntodcy , June 3 , for tho r crbt of ou'locr1')t1ono in J'l',vment <·f ••!tirh ~~""UI'Y 

Hot n r 3t.:r1cc E-19:.:'6, :nrt.urin-( Ju:le 15, 19~6, or T'r~.:rury P.~t, -n ot Srrir:s 

A-1,:06, m.•t...-in,; .l.u-;uot 1 1 1136 nrc tcndorc1 , :Exe:,:(t':r subocri,..tiono !or eHh<r 

1. 3'>• if pl11.cod ir. the IDI'Il !I< fore 12 o' clock c'lidni::;ht Vcc!notdP.;y, Juno 3 , will 

Annn-...~ctment of th~ •"10\l"lt 'If r.t'.oh ou.Jo9ri"t''"" M(. tho t"•oa of r.l'ot­

mtnt r•ill p ro'Jr.bly l1~ .11•i <•' 'l:l'lrat'.t-.;y, Jun<:l 4 , 
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W. R. 
Burgett' : 
HIIJr: 
I'. R. 
Burgess: 

HIIJr: 

B: 

HMJr: 

B: 

HIIJr: 

B: 

Hlljr: 

B: 

Monday 
June 1, 1936 

Bello, sir 
Good c:orning 

Good IIIOrni ng 

How ere things opening? 

Well , you can't tell yet, the reception is pretty eood. 

I thought -

I•ve talked to a couple of dealers 

I thought we got an excellent press . Hello -

Yes , I thought they did very well with it. 

I thought particu1arly the New York Tribune. 

Yes - that was all right. 

111ljr : Yes 

B: 

Hlljr: 

B: 

Hlljr: 

B: 

Hll jr: 

B: 

Hlljr: 

B: 

!Di jr: 

B: 

Hlljr: 

B: 

And I thought they ' ve handled this matter 
very well. They had a number at things saying it was -
it was entirely justified and all right. 

Yes- I liked the press . or course it's too early -
when - in another hour could you tell? 

I think so, yes. 

Another hour? 

I think so. 

Well 
definite 

As soon as I get anything /I •ll call you, shall I? 

Will you, please? 

Yes 

I'm - you know I 1 m like an actor that goes on for 
the first time each bond issue is the first time 
and I'm nervous until it ' s over. 

I know, I feel the same WilY. 

Thank you. 

Goodbye. 
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r..:lJr: Hello -

Operator: Hello -

IW jr: Hello -

Operator: Dr. Burgess -

Hl!jr: Please 

Operator: Go ahead. 
\\ . R. 
Burgess: Hello -

RlJjr: Yes 

Monday 
June 1 , 19.)6 

B: Well, you can stop worrying. 

Hlljr: What's that? 

B: You can stop worrying. 

HUJr: So early? 

B: Yes 

Illljr: Well, for heaven's sakes! 

B: It's all 0 . K. 

HUjr: It's all 0 . K.? 

B: 

Illlj r : 

B: 

Hlljr : 

B: 

SYjr 

B: 

Hll jr: 

B: 

Well, the best of it is rather ripe for selling. 

Yes 

The rights have jumped about a quarter of a point . 

The rights have what? 

- have jumped about a quarter ot a point. 

CD! quarter? 

Yes - now the - they were selling, the J une r i ghts 
were selling last Friday at par twenty-eight to thirty. 

Yes 

They are now selling one hundred and one stven to ten. 
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HUJr : 

B: 

Hlljr: 

B: 

Hll jr : 

B: 

H»jr: 

B: 

!Wjr: 

B: 

Hlljr: 

B: 

mljr: 

B: 

l!lfjr : 

B: 

Hlljr : 

B: 

Hlljr: 

B: 

Hl.ljr : 

B: 

Hlljr : 

B: 

lllljr : 
B: 

-2-

Yes 

That is they've jumped over a quarter of a point. 

Oh, the rights - I had heart failure, I thought 
they were down to one quarter of a point . 

(Laughs) No 

You aean, they ' re up one quarter ? 

Yes, they ' ve jumped a quarter. 

So you moan it's worth a quarter more? 

That ' s right - than it was l ast Friday . 

Bell says it's disgusting. 

Isn't it? It 1 s too rich we were too damn generous. 

Yes - well , how did we know that Hitler wouldn't march 
into Russia? 

Well, how did 
- the rights 
right. 

Well --

we know that there would be this reaction? -
the restrictions to selling- that's 

It 1 s all right. 

Is that on both the June and the August , or just the June? 

Well, there 
seven ten -

Yes 

the June is selling at a hundred and one 

And the August is selling a hundred and one nine twelve. 

Yes 

That 1 s about the same when you make allowance for the 
difference of entrance between now and June fifteenth. 

Well, - I 111 begin to put the Champaign on ice. 

That's right. 

All right. 

All right 

Goodbye 
Goodbys. 
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llllJr: 

Operator: 

Hlljr: 

Operator : 

HWJr: 
Bo111er 
CUmmings : 

Wljr : 

C: 

Blljr : 

C: 

HllJr: 

C: 

FILIJr : 

C: 

Hlljr : 

C: 

Hlo!Jr: 

C: 

Hlljr: 

C: 

BliJr: 

C: 

IDlJr: 

C: 

llo'lday 
June 1, 1936 

- Hello 

The Attorney General 

Thank you. 

Go ahead. 

Bello 

HeJ.lo 

Homer? 

Yes , Henry 

Good morning 

Good IIIOrning 

How are you? 

Grand, I hope you are well. 

Well , I'm keeping going. Bomer, we've got a bill which 
bas passed the House and is in t he Senate Finance Com­
mittee, known as "The Treasury Agency Service", it's 
H - you got a pencil? 

Yes 

H. R. 12556 

1 -

12 

556 

12556 

Yes 

And the bilJ. consolidates the various police agencies 
in the Treasury into one agency. 

Yes 

I don't know whether you know anything about it or not. 

Ob, I know quite a lot about it and ~ recollection 
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HllJr : 

C: 

Blljr : 

C: 

.Hiijr : 

C: 

l!lljr: 

C: 

llll jr : 

C: 

HYJr: 

C: 

IDijr : 

C: 

llltJr : 

C: 

IDIJr: 

C: 

lll(jr : 

C: 

-2-

is that it .as sent o•er here and we - we said we 
had no objection t o it . 

We1l , here is the trouble, Harrison and Iing some~ow 
or other hsve gotten the idea tl\at you ' re opposed to 
it . 

Who? 

Senator Harrison and 

Oh yes Bow is Harrison, is he out? 

Well, I was going to call up this morning . Would it 
be agreeable to you for me t o say that I had spoken 
to you and t hat you have no objections to this bill? 

Absolutely 

And if I say if they want to check up on me they can 
call you if that ' s necessary. 

0 . K. 

Because it' s purely within the Tr easury. 

I know and it ' s perfectly all right with me . 

Thank you very much. 

All right , Henry . Oh, by the way 

Yes 

Are you going to put through that Executive Order on 
Countervailing duti es pretty soon are you? 

Yes 

Do you or do you not want an opinion on the subject? 

Well , 1f I could get one it would be perfectly grand . 

Now, I don ' t know or any reason why if it would help 
you any I couldn't report what we ' ve concluded in the 
written form. 

Well , very confidentially I'm going to do it Wednesday 
night. 

Yes 
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Hloljr : 

C: 

HJ. Jr: 

C: 

H.llj r: 

C: 

lllljr: 

C: 

Inljr : 

C: 

!llljr: 

C: 

-J-

And it between now and Wednesday we could ha•e a 
written opinion it would be a tremendous help. 

Yes all right, I'll - I ' ll check up with ~ 
people. 

Well, would you let me know? 

I'll let you know later . 

Today? 

Yes 

Thank you very much. 

All right. 

It would be very helpful. 

All right, Henry. 

Thank you. 

Goodbye. 
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IDIJr : 
Yl . R. 
Burgess: 

H.IIJr: 

B: 

BliJr: 

HUjr: 

B: 

Hlljr: 

B: 

HJljr: 

B: 

HUjr: 

B: 

Hlljr: 

B: 

HUjr: 

B: 

Blljr: 

B: 

Hlljr: 

B: 

How'& s he going? 

Oh, fine. 

Fine, huh? 

Monday 
June l , 1936 

We are beginning to get the subscriptions trickling in . 

Yes 

The - these rights are continuing to sell at about 
the levels I showed you, perhaps just a shade easier, 
perhaps a thirty-second off. 

How much? 

Perhaps a thirty-second lower than the figures I gave 

The last I had - the maturi ng notes were up nine 
thirty-seconds to eleven thirty-seconds . 

Yes, that ' s right, that's all right. 

Is that all right? 

Yes, yes 

What? 

Yes , that ' s fair enough. 

In other words they're worth a quarter of a - at least 
a quarter of a point • ore than they were Friday . 

That's right , they ' re still there. 

Yes 

And soce ot the 
a little. 

have 11oved up 

Yes - now, I wish you'd be thinking this over, I've 
postponed ~ Press Conference to five o ' clock tonight 
which is six your time. 

Yes 

How, if she looks 0. K. and I want to t Rlk to you 
before then if you don't mind wait ing . 

Yes 
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IDIJr : 

B: 

Hlljr : 

l!lljr : 

B: 

l:lllJ r: 

B: 

IDijr: 

B: 

!Dl~r: 

B: 

m.IJr: 

B: 

BllJr : 

B: 

BJ.IJr : 

B: 

IDlJr: 

B: 

IDlJr: 

B: 

HllJr: 

B: 

- 2-

I'd like to announce to-night that we 'll close 
Wednesday night . 

Well , you mean on cash? 

No - no, no close cash 

Oh, close on conversions? 

Yes 

And cl ose cash ton1ght? 

on conversions . 

Cl ose cash tonight and conversions Wednesday night . 

Yes, yes 

I - I always give two days notice. 

Yes 

And what ' s the use of tak1ng a chance - how do we know 
what ' s go1ng to happen? 

That' s right, yes . 

What? 

Yes 

If they get two day's notice, i sn' t that plenty? 

We 1 ve given them a week before, haven' t we? 

No, we 1ve alwAys made 1t Thursday n.ight . 

I thought it was Friday - Thursday 

No, I think if you'll look it up you ' ll see last time 
it was Thursday night. 

Yes , yes 

Th1nk it over 

All right . 

It seems t o me if they have two day 1 s notice - after 
all this i s all in the hands of the f1nancial .institu­
tions, isn' t it? 

Well , I'm not sure - we 
see how much we ' ve got .in . 

we ought to look up and 
Well - that wouldn't tell 
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1 f!Mjr : 

B: 

lill jr : 

B: 

HJ.Ijr : 

B: 

IDijr: 

a: 
liiiJr: 

B: 

ffiljr : 

B: 

ffil j r : 

B: 

liiiJr: 

B: 

IlliJr: 

B: 

lilljr: 

B' 

IDIJr : 

B: 

-J-

I was thinking how much came in the last ti~e. 
it 

Ho - last time I think you'll find/ was Thursday 
night. 

Yes, I think so . 

What? 

Yes, I'll look it up . 

I have certain reasons why I •d (Laughs) liY.e to get 
it over with. 

I see. 

I mean with all this Congress business and everything 
else 

Yes 

It makes ee uncomfortable. 

Yes, yes 

See? And how do I know what' s going to happen? 

Yes, yes 

So - you think it over. 

All right - all right . 

I mean - I mean, after all, if they're going to ad-
journ, I meanf i£ we give these people forty-eight 
hours notice think it's time enough. I Just don't 
want to stra in my luck too much. 

No - no - although you're pretty safe on this, you - ­

I know, but I 

You have a big margin of safety. 

Yes, but if they give them forty- eight hours it ought 
to be enough. But think it over . 

All right. 

Thank you. 

All right, first rate . 
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Yi . R. 
Burgess : 

Hlljr: 

EloiJr : 

a: 
Hiljr: 

B: 

, lilljr: 

B: 

Hlljr : 

B: 

mtjr : 

B: 

HMjr: 

B: 

RJ.I jr : 

B: 

RJ.Ijr: 

B: 

lllljr : 

B: 

lill jr: 

Hello , sir 

Hel lo, Burgess 

Yes, sir 

Monday 
June 1 , 19)6 

You've heard the terrible news? 

(Laughs) hell, what figures have you got? 

A billion nine and a billion three 

A billion nl.ne and a billion three 
th1rty wasn 't it? 

Well , I just got it this minute . 

that was two-

Yes, well 1'11 figuring for three forty - I raised 
forty seven for the notes and a billion eighty-six 
for the bonds. 

Well, this is a billion nine hundred million. 

Oh, a billion n1ne hundred mil l ion on the bonds? 

Yes, and on the notes one billion three hundred million. 

That ' s swell. 

Three hundred and fifty million -

That ' s swell, isn't it? 

Yes , it1 s a knockout. 

Say, l et me make one suggest1on, may I , without being 
fresh? 

(Laughs) 

Don 1 t tell them you 1 re delighted just tell them that it 
was satisfactory . 

lfey? 

Why - -

I mean, pleas~may I sey this before I get into it? 
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(Laughs) Yes 

Joey dear Burgess, your suggestions are always welcome . 

(Laughs) All right, I thought so. 

tlow, on that basis , please. 

Yes - Well, I wouldn't appear to be too much over­
joyed. I 1 d take it a little more as a matter of course . 

I get you. 

I think it looks just a little more dignified . 

Yes My God, are you going to try to dignify me 
now? 

(Laughs) Yes 
a 

I see, you' re going to have me wear;morning coat and 
striped trousers next. 

It'll make you the greatest Secretary of the Treasury 
since - Will Woodin. (Laughs) 

Now listen you can go one better than that. 

(Laughs) I think so. 

0 . K., all right. Now, all right on that. Now let 
me ask you though on this Wednesday night business --? 

I lean towards Thursday night. 

Oh ----

But I - I don't feel terribly strongly about it. 

Well now listen old man, have you ever had an issue in 
the last week or Congress and the week before a national 
convention - political convention? 

Oh, we ' ve bad everything. 

What? 

We ' ve had everything. 

You ' v~ had everything? 
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Yes - but if you feel strongly about Wednesday I 
don't think there's anyt .JJ.ng 

Well , I just think it 1 s an unnecessary risk. We can 
get it out on the r adi' and everyt hing else and close 
it up . !low this stuff about the fello...:s out in t he 
•sticks ' not knoWing it, you know they'll know it . 

Yes, yes 

What? 

I don ' t feel very strongly about it but i f you 111 
put it on the the basis of t he margin loan just es 
the i ssue alone I would say Thursday. 

No, I - listen, unfortunately I have hunches which 
turn out right. 

Yes 

Now, I've got a hunch I want to do it Wednesday nieht . 

Well go to it and God bless you. 

0 . K. Then I think I 111 do i t Wednesday night and I'll -
we 111 make every - Bell ' s waiting now for the wires 
and we'll announce the close of t his i ssue end the 
close of the other Wednesday night. 

Well , I think the =in point is giving them fo:ty-eight 
hours . 

Well , that's - tbat •s what you fellows have always 
drilled into me . Now we ' ll do that now. 

Yes, yes 

What? 

That ' s the essential point . 

0 . K.- Now are you going to stick around a while or not? 

Oh, yes, I ' ll be here a while . 

All right, I ' ll tell Bell to get the telegrams ready . 

Fine 

Thank you. 

Very good. 
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Monday 
June 1, 1936 

to congratulate you. 

Is it time? 

Vlell , I don 't kno·n, it looks to be going pretty well. 

Yes, yes 

And - no, I think it's very favorably received , 
don't you? 

Well , I thought we got a swell press this morning. 

Oh, I thought the press was very good . 

And particularly the New York Tribune. 

Yes , they did a good job . 

Yes - and I t h ink it's all right. I'm -
I always like to wait until the eod . 

Yes, well that ' s all right . 

and 

Let me ask your advice, George. I don't know whether 
Burgess spoke to you, but if - I haven 't got a - I 
have a Press Conference at five which is six your ti~e . 
I ' d like to announce, if the thing continues to roll 
in as well, that we are going to close the conversions 
Wednesday night. That gives them two days notice . 
Do you think that 1 s too fast? 

Vlell , I don't know . Burgess told me you might do that 
and ~ only reaction was that I saw very l ittle to be 
gained by it and that I didn ' t think I ' d do anything 
unusual . Usually you ~~uld give them until Thursday 
anyway. 

Yes 

That was ~ only reaction. He said he hadn 't thought 
it t hrough yet so I don't think be's made any definite -
formed any definite opinion about it . 

Yes 

But my thought was I don't know very much about it but 
my t hought was just to do the t hing in t he usual way 
but I wouldn 't see any point in closing it Wednesday 
if you usually would normally close it on Thur sday. 
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Yes 

And it's pretty quick tor fellows that are out 
1n the •sticks ' . 

I see. 

That ' s my reaction. 

Well --

Unless you've got some reason tha~ I don ' t know about 
for doing it. 

No, no - no, I 1m Just well , after all, this is 
the last week of Congress and the Republican Convention 
starts next Monday and I ' m a little nervous. 

Yes , well, I know- but there's no difference between 
Thursday and Wednesday 1n that regard. 

No 

However, I don' t think it's a very important thing -

Yes 

Except you don ' t want to do anything to be charged by 
the fellow out 1n the country that you've hurried it 
up unnecessarily. 

Well , he' a got 
checking. 

well, I Burgess has been 

Burgess is checking and I•d rather have him give you 
his judgment than mine which is - I admit is nothing 
but a snap Judgment. 

I see. 
George . 

All right, well thmks very much for calling, 

All right, -well, I - I'm delighted it's gone as well 
as it has and I don ' t think there ' s any trouble about 
it now. 

-Well, thank you very much. 

All right. 

Thank you. 

Goodbye. 
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Tuesday 
June 2 , 1936 

I Just want to check up on where we ' re at on this tax 
bill now . 

Yes 

I mean, is there anyt hing new on whether you 
are going to vote on the Black Uinority Report or not? 

\'lhy , the last t hing yesterday that I could gather is 
that none of us over here have been able to disuade 
Black from offering his substitute. 

V:ell, will 1t be offered on the floor? 

It will be offered on the floor . 

And it will be voted on? 

It will be voted on and -
su&de him not to do it it 
is no way to avoid a roll 

You think it ' s a mist ake? 

unless somebody can per­
will be voted on and there 
call. 

I do . And so does John Garner and so does Joe Robinson 
and so does Pat Harrison. 

Yes 

!low, unless the President would reel disposed to call 
Black and call LaFollette too -

Yes 

- and suggest the 1unwisdom 1 of it I don ' t know that 
any of us over here can do anything with him. 

Well , Alben , I am going to talk to the President in 
two minutes, that ' s why I called you . 

Yes 

And if be bas any message wi ll you be in your office 
for the next fifteen minutes? 

Ye , ~ ' 11 stay here. 

7 
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Well, I 111 call you -
or the other. 

Here ' s the situation -

Yes 

I'll call you back one way 

I explained it yesterday. 

We can' t carry that - if we could carry the substi­
tute of course I'd be for it . 

Yes 

Because that would put the Senate closer to the Bouse -

Yes 

But here ' s the advantage of that thing -

Yes, sir 

Of course this Black plan is not the President's plan . 

No 

I mean by that he has never suggested the details or 
any plan . 

Corr ect 

And if it's voted on and beaten as it will be why the 
papers are going to say that the Senate has repudi ated 
the President. 

Right 

And it doesn 't do us any good, it doesn 't do the con­
ferees llllY good. 

Or the Party 

And there isn ' t any question at all about the wisdom of 
not offering it , but I t hink the President is the only 
man who can influence tum and I don ' t know whether he 
can or not, 

Well, I' 11 -

But I think 1t 1 s worth trying. 

I 111 call t he President and I 'll call you if I have 
luck, sometimes I don't get him-

Yes 

8 
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B: 

- but if - I'll let you know either WeT between 
now and nine-thirty. 

All right. 

Thank you. 

All right. 

• • 9 
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Henry to you 

Yes 

Tuesday 
June 2 , 1936 

\O 

I j ust want to check up on where we ' re at on this tax 
bill now. 

Yes 
I mean, is there anything new on whether you 
are going to vote on the Black Kinority Report or not? 

V~y, the last thing yesterday that I could gather is 
that none of us over here has been able to disuade 
Black f r oo offering his s~bstitute. 

Wel l , Will i t be offered on the f loor? 

It will be offered on the floor. 

And it will be voted on? 

It will be voted on and -
suade him not to do it it 
i s no way to avoid a r ol l 

You t hink it's a mistake? 

unless somebody can per­
will be voted on and t here 
call. 

I do . And so does Joh: Garner and so does Joe 
Robinson and so does Pat Harrison. 

Yes 
Now, unless the President would f eel disposed to call 
Black and call LaFollette too -

Yes 
-and suggest the •unwisdom' or it I don ' t know that 
any of us over here can do anything w1 th him. 

Well, Alben , I am going to t al k to the Presi dent 1n 
two minutes , that's why I called you. 

Yes 
And if he has any message will you be in your office 
for the next fifteen minutes? 

Yes , I ' ll stay here. 
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Well , I 1ll call you -
the other . 

Here's the situation -

Yes 

I ' ll call you back one way or 

I explained it yesterday . 

We can't carry t hat - if we could carry the substi­
tute of course I•d be for it. 

Yes 

1\ 

Because that would put the Senate closer to the House -

Yes 

But here's the adv ,.ntage of that thing -

Yes, sir 

Of course this Black plan is not the President ' s plan . 

No 

I mean by that he has never suggested the details of 
any plan . 

Correct 

And if it ' s voted on and beaten as it will be, why 
the papers are going to s ay that the Senate bas re­
pudiat ed the President . 

Right 

And it doesn't do us any good , it doesn't do the con­
ferees any good. 

Or the Party 

And there isn 't any question at all about the wisdom 
of not offering it , but I t hink the President is the 
only mon who can influence him and I don ' t know whether 
be can or not. 

Well, I'll --

But I think it1 s worth trying. 

I ' ll call the President and I'll call you if I have 
luck, sometimes I don ' t get him -

Yes -
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- but it - l' 11 let :rou know e1 ther way between now 
and nine-thirty . 

B: All right . 

l!llJr: Thank you. 

All right. 
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Tuesday 
June 2 , l9J6 

Hello 

Operator : Senator Barkley 

l!l.ljr: Hello, Alben 
Senator 
Bardey : Yes 

Hlljr : 

l!l.ljr : 

This being a ~o-between ain' t all it's cracked up to 
be. 

(Laughs) No 

(Laughs) You know that . 

I know it . 

I just talked to t be President and he said 1f he' s to 
be consistent hello -- hello? 

Hello 

I f he 1 s t o be con.sistent and say that he isn 1 t dic­
tating on how to write the bill how can he call up 
LaFollette and Black and say he doesn ' t like their 
plan ·- they shouldn' t bring it up. 

Yiell , of course there ' s something t o be said for 
that. 

He ~aid if he's going to be consistent and he has to 
be and he said he thinks it's up to the leader, the 
Democratic leader to try to stop it . 

Yes, well we had a session yesterday for an hour -
two or t hree others later. And you know how it is -

I know. 

Both Black and LaFollette are hard to s t op when the;r 
get an idea in their heads. 

to 
Well he thinks it would be a mis take for hia/check the 

at this time. 

Yes 

Now he says this , that - he wants me to tell you thil, 
that if the bill passes the way it is 1n t he Senate he 
can't accept it . 
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Well , ot course we wouldn't expect it would go to him 
in that shape. 

Yes 
~ But, what I'm trying to do is to avoid an impasse 

between the conferees ot the two Houses . 

I know. 

And avoid a misinterpretation of t he r esult ot this 
substitute. 

And I -
vote on 
Senator 

that 
I got word to hi111 I you said that it they 

this thing then it's very difficult tor a 
to change his position. 

Yes 

Subsequently- He' s got it and he ' s worried about it. 

Yes, I understand -

And he wants me to work just as closely as you'll 
let me work with you. 

All right, well I ' ll tell you we'll just let -- we'll 
take the thing up today a~ see how things go along. 

Yes , and it you don't mind 

And I' 11 call you if anything develops that - that I 
think you ought to know. 

Thank you very liiUCh. 

All right. 

Thank you. 
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TO 

..,,,,.. llr. Bau 

Su.bjeot l o-•t• oa lllft'-. .. u.aatee ot Staal• l(aJorUJ' Jill, u 

Coataiae4 la the eo..itte•'• Report t o the S...ta 

1. !ha 1111Jor1\J' report uearta ~ the friUIU'J' Htbahe, 

where a'fallabla, 1D41oate that the J'h14 ot the l.ata eo..iUee 1111 

rill be fT51 a1111oae, u oaapaH4 with tha $110}C111oa J'l•U ot thl 

BO'Ilaa lllllt u4 that fra&ftZJ' aparta 414 aot taka la\o -lll4anUoa 

taotora wb1Cib the -r.ri\J' 'ba1hYe4 ww14 e44 a t otal ot tTl a11Uoaa 

to the J'la14 of the .ala lllll, 'ooatlac U t o a t otal ot .. 29 a11-

U o••· 

2, !he fra&8V)' has aot ,.at M&lllll\\e4 a .-plata aatbah of 

the ,.te14 ot the l..at a :1111 u tinall:r reported. Offloial praU.Id­

&arJ' aatlaataa oa oartatn por Uoaa of the flaa1 s .. ta llll han b­

aulalth 4, 'bllt aaUaaha f or other porUoaa, aa r aporte4 'bJ' the o­
a1 ttaa, ...ara aot ae4• 'bJ' u u4 4D aot &er" wt th O'llr on aatbaha. 

J. !he dlffaranoaa batwtaa the aetbaha ooatlllne4 1a the 

aajori\J' nport u4 the frM8V)' ntlaataa.., 'beat be ranale4 'bJ' 

tabular OOIIIpal'iiOIII 
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HllJr: 
R. F. 
Wagner : 

illiJ r : 

llloiJr : 

H!l j r : 

W: 

;Ujr: 

T. : 

K'lj r: 

W: 

J{l(jr: 

W: 

Tuesday 
June 2 , 1936 

Hello - hello -

Hello 

Benry Korgenthou, Junior -

Yes , sir, this is Robert F. Wagner, Senior 

(Laughs) 

Henry 

Yes 

You know that I ' m to be the Chairman of the Platform 
Committee - ? 

No, I 

And tba t I am doing some work - I don't know whether 
you've submitted anything t o the President yet or not -

I have not. 

Well, be has gotten - be has thrown the thing in my 
lap core or less and I ' ve got to get some help. 

Yes 

And I thought on the - on t he financial end of it -

IDIJr: Yes 

Yi : 

H!Jjr : 

IY: 

m.tjr: 

Hli jr: 

W: 

I:Uljr: 

-don ' t you know, the Budget, the 
that sort or business -

Yes 

I'd just want to lean on you for something. 

Well, I'll do the best I can, Bob . 

and all 

Well- and who else -
do it. 

there's nobody else to 

No 

And - do you think I could get some suggestions within 
the next tour or five days about that? 

Ob yes , I'll - I ' ll - we'll - I mean , I didn't 
know that it was coming, but I ' ll call the people to­
gether and we'll go right at it . 
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Yes , I wish you would , Henry{ because you know it 
they leave t hings until tbe aat minute then there 
is a regular scramble and uncertainty and all that . 
And I know the President 1 s idea ia to have a0111ethin1 
ready! And I think there are some others that are 
trying a hand at it with him a l ittle but be said 
he ' s going to aake some suggestions but somebody •s 
got to just begin to assemble all this stutt, you 
see':' 

Well , I 1m ti1is kind ot fellow, it you're Chairman 
and you tell me tilat you want me to do it I 111 do 
it and when I 1m ready I 'll call you and come and 
see you, how' s that? 

Well, that ' s tine. 

I mean if you say you 1re - you want to rely on ~e 
on the financial end we 111 go right ahead. 

ill right, exactly. And then I' 11 just rest easy 
on that until I hear from you. 

Yes, well - I ' ll say that not later than Monday 
I'll have something. 

Well , tilat • s fine. 

Yes 

Thank you very much. 

Not at all, Bob -

Goodbye. 

Regraded Unclassified 



June 2, 19:58 

ur. Phill1Qe cace 1n to aeeiet 
or reply to the-Br1t1eh Ambaeaa dor. 
or. 'liner, or. Haas , Ur. Teylor and 

1n the preparati on 
Also present were 

Ur. Lochhead. 

With very !ew mlnor changes !rom the original draft, 

all agreed on t~e final form o! the letter. 

The following discussi on then took place : 

HU,J r. : The English stabilization fund is made up 

of two Treasury people and one Bank or Engl and and t he 
in!orcation which we have is that Ur. Ph1111pe, the 
Under-secretary o! t he Treasury i n England, i s the man 
who f ixes the pol icy and gives the Bank of Engl and their 

orders . Inasmuch as it 1e the Treasury here and not 11 
central bank, if I could keep it ae between the Treasuries 

and not as between ~eel! and Noreen, it would b e better 

because everybody telle me Norman i s so !ixed in hie i deas 

tnat it would be very difficult to break it down . 

Phillips: You t hi nk on quick decisions that the 
Treasury will act? 

HU, Jr.: I don't know. Wnat I thougnt was, when 
we come to that , I would eey to t hem , 'Will you please 
let them decide? Now, Ur. Bewley, on a ~attar of split 

seconds ' decis i ons, whom do we cocmunicate with? ' They 

may say they would l i ke the Federal Reserve Bank or New 
York to communicate with the Bank or England and 1t they 

do , it ' s a ll right with me . I! they say , Let's leave 
it the wey it is, have your foreign exchange peopl e or 
the Federal Reserve in Ue~ York call our people, that's 
all right with me , It's J uet like laet ni ght; we got 
a cable at about 6 : 30 or 7 !rom Sze asking a questi on 
which we Just don't understand; ~t they have spent 
$17 ,000 ,000 in t wo days and should they draw on the Fed­
eral Reserve Bank of New York or should t he mcney be 
trans f erred !rom Chase and Nat i onal City . The cable 
did not cake sense. The money was on deposit with the 
Federal and right there and then we sent an additional 
cable to Buck to please find out if this money waa tor 
stabilization or t o pay for something else, because 
their currency hasn 't ClQved and it Just do ell not mat.:e 
sense and that was the great advantage of having Cnen 
over here. I have confidence in Chen. I think he is 

1:5' 

• 
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an honorable person, but I can't get awfully warmed 
up to Dr. Kung. 

To answer your question as to bow we do it on 
quick co~unication, I would aek them that question 
and ask thee the thing to suggest or if they say, let 
it continue between the Federal Reserve of New York 
and the Bank of England, i t's all right with me. 

They have paraphrased my language in the releaoe 
on the Ohineee agreement -- only through euch exchange 
of information -- •only through full and frank exchange 
of vi ewe." 

Phillips: 
diplomatic etep 
1ng on th1e for 

I congratulate you on 
thllt hae been taken. 
three years. 

tb.e most important 
We have been work-

Hl! .Jr.: You flabbergast me! Do you really mean 
1t? 

Phillips: 
it touches our 
everything. 

Yes, it is very gratifying . You see, 
trade agreement program; 1t touches 

Hl!,Jr.: I have said this to the President: the 
one Department I can work with 18 the State Department. 
we heve our little dlfferenc~s , but not very important, 
but when ~e get through it'e a common front. I can't 
always say t~t of eome of t he other Departmente. 
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June ;; , liM 

Letter to British Ambassador in replf to his or Ka7 ~9. 

1 

Filed in St &bilization Folder under dat~ of June ' • 1936. 
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JWle 2, 1036 

HU,Jr. called the President. 

Tbe President said, 1Your financing went very well. • 
HU,J r 's response was, 1 Yea; it went beautifully . I 
t hought tho papers were very !air.• 

18 

HU,Jr. told the President, 1 I Just got t.hrough tallt1ng 
t o senator Barkley. The situation is that he , Garner, an4 
Pat Harrison think that Black should not otter hie resolution 
on the floor , because it will be voted on and there is no way 
to avoid a roll call, and they will get licked. Then the 
paper s will say that t his is your plan and you got licked. 
You have never told them Just what details you wanted and 
that the eo- called Black - La Follette minority report is 
not c lose enough to the House bill to do any good. Their 
advice ie that it is a mistake and the only person who can 
s top Bl ack and La Follette is yourself. " The President said, 
"Tnat is the same old buck passing. I think you ought to 
tell Barkley that I have not taken any position and, therefore, 

I should not call it ott.• HU,Jr. agreed with the latter 
st atement and said , 1 If you have not taken a position, then 
you would be consistent if you said you would not call it 
ott.• The President then remarked, 1 It 1 s tbeir r esponsi bility 
and not mine.• 

The Secretary also said to the President, "It you call 
up Black and La Follette and ask them to stop it, they will 
not stop it any way. I imagine that the leaders do not 
want to be rebutted. As long as t hey have gone so tar, 
let La Follette and Bl ack otter the resolution on the floor. 
I am going to tell them that you feel you have not tried to 
wri te t he bill and have not taken a position and it ie up 
t.o t h em to take a position and stop it.• 

HU,Jr . then diecussed with the President t.he moet re-
cent development with China. He said, 1 I cannot make 
out the Chinese. They have used up the $13,000,000 and 
want some or the money that they have on deposit here . 
It is their money and they can have it1 but I have sent 
a cable to Buck today to make sure that. they want to use 
this money tor stabilization purposes and not to buy aero-
planes . I am following it very closely. (Copi es of these 
two messages are attached.) The Japanese are making it Just 

as hot a.s they can tor the Chinese. 1 
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Continuing, the Secretary told the Preeident, 1 The 
State Depart~ent, •• an arg~ent against putting on 
countervailing duties, cla~ it would hurt them in South 
America. Yeaterday Su.ner Welles SAid the only ·~ he 
can atop the Brazilian-German treaty tro• going through 
1a to t ell the Braz1l1ans in the str1cteet cont1denoe 
t hat 1f they did t h1e thing they would find themselvee 
out on the end ot a 11mb because wo were going to carry 
out Section ~0~.· 

Regraded Unclassified 



COPY 

T~e following cablegram baa been received at t he 
Chinese Embassy from Dr. H. H. Kung, dated Shanghai 
June 1, 1936, transmitting a meaaage f r om the Central 
Bank of China t o the Federa l Reserve Bank of New York: 

"Since Uay 14, 1936, three government banks have 
sold equivalent USA dollar thirteen million in all 
currencies including USA dollar four mi lli on today. 
Owing to continuing demand for foreign exchange for 

20 

ready delivery chiefly pound sterling caused by payment 
for goode smuggled into North China and speculative 
forward buying from commercial banks due to uneaeineae 
over Sino- Japanese situation we may be obliged utilize 
cr edit balance Federal Reserve Bank of Mew York and 
credit against silver. If eo there would be consider­
able number of items large and small. Would t hey (you?) 
prefer to handle themselves (yourselves) or 1n order to 
eave them (you?) bother to have u.a draw relativelY large 
aum and transfer same to Chase and/or llat1onal City Bsn.lt 
to meet our requirements. All drawing a would be to pro­
tect our ourrsnoy whioh 1s already oontrsct1ng with con­
sequent stiffening or money rates and i ncreasing discount 
for f orward foreign exchange." 
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COPY 

June 2, 193e 

TO PROFESSOR BUCK. 

Following is substantially message to Federal Reserve 
Bank from Central Bank of Ohina transmitted to ue from 
Kung through Chinese Embaeey: 

Quote Since U&y fourteenth Government banks have sold 
equivalent U S dollars thirteen million all currencies in­

cluding four million today Stop Owing continued demand 
for foreign exchange chiefly pound sterling caused by pay­
ment smuggled goode north China and speculative buying 
commercial banks due uneasiness over Sino-Japanese situation 
may be obliged utilize credit. balance Federa.l Reserve Bank 
and credit against silver Stop As considerable number i tems 
will they prefer handle themselves or have us draw lump sums 
and transf er to Chase or City? All drawings to protect 
our currency which is alreadY contracting with consequent 
stiffening money rates and increasing discount f or forward 
exchange Unquote 

(1) Why was this message not forwarded through you 
instead Embassy? 

(2) What is real use that this money will be put to? 
Seems incredible thirteen mill i on dollars used in such 
short time tor purpose mentioned. 

(3) Assurance should be given that money not used 
f or any other than currency stabilization purposes . 

(4) It may be well for Kung to issue i nstructions 
that Chen proceed by a irplane direct on hi e arrival 1n 

Europe probably by Dutch Line to Singapore. 

(Signed) ~orgenthau. 

• 
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June 2 , 1936 

At the 9:30 group meeti.ng, tile following were present: 
UcReynclds, Upllam, Bell, Roche, Haas , Seltaer, UcLeod, 
Gaston, Taylor and Oliphant. 

The Secretary t old the group t hat 11good until can­
celled ' the President has designated me to work with 
Barkley. I talke~ t his mDrning to tile President and 
he refused t? ask Black and La Follette not to ot ter 
their amendment . The President said that it the bill 
passes the way it is , he will veto it.• 

The Secretary asked tor a memorandum which would 
show a comparison o:t' the House, t he Senate uajority 
and the Senate Uinority proposal& and he will discuss 
it with the President when he calls on h i m tomorrow 
morning. 

IDt ,Jr. asked ur. Bell whether the letter t o the 
heads of the Departments and Agencies, asking them to 
use every means to economize on expenditure o:t' public 
funds , particularly with reference to t he unobl igated 
balances on Uay 31, had been sent out and Bell answered 
that they would go out t his we ek . He wanted to give 
further thought to t he letter. 

The Secretary told the group that he was seriously 
considering asking Colonel Schwarzkopf t o come to t .he 
Treasury to t ake a position similar to Commander Thompson's. 
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Hlljr : 
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P: 

Elll j r : 

P: 

Hlljr: 

P: 

Blljr: 

P: 

Hlljr: 

P: 

of Labor 
Tuesday 
June 2, 1936 

I brought the Matter up and the President asked to 
have it killed - held 1n Committee 

Yes 

But it wasn 1 t. 

Yes 

It couldn't be done, I mean it was just one of those 
things where the Lobby is veey very strong. 

Yes 

Now this is a bill upon which Ur . Ickes, in whose 
Department the Bureau is located, and the Secretary 
of Labor both appeared before the Committee and said 
that it was not within the financial policy of the 
Government. 

Yes 

It ' s more than that as far as I am concerned. I mean 
it's not within either the financial or tne labor 
policy or the social policy. 

Yes , mam 

As far as I see it, but -- and I t hink they've spent 
their money very fairly. But I want to tell you what 
it is. This is a bill that is called the George D•~n 
Bill, introduced by Senator George 

Yes 

And it provides a - an appropriation of twelve 
million dollars a year permanently in addition to 
the present seven million dollars a year which they 
have for vocational education . 

Yes 

So it' s just a great big steal. 

Yes 

And this lobbyist who is a fellow named Dennis has 
been he has an office here, he carries on a 
regular propaganda to get al l the money possible 
for vocational educati on. He carri es on a propa­
ganda, he has~ake flood or letters and telegrams 
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Ellijr : 

P: 
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come in. And I ' ve just got a copy of a letter he 
sent out telling them all to wire the President and 
just what to say to him - what kind of influence 
to use on the President 

Yes 

- to make him sign it . Now, don ' t you think that's 
a pretty bad procedure? 

Well, i t sounds bad. 

Everybody i n the Cabinet who knew aeything about it 
i ncluding Roper and Wallace all popped up and said 
yes, it was badi it was a ruinous kind of a proce­
dure and the bi 1 shouldn ' t be signed. 

Bas 

What? 

Bas the Treasury taken any part, one way or the other? 

Well, not t he Treasury, but the Director of t he Budget 
has. I mean the Director of the Budget told them it 
was outside of the financial policy of the Government 
and if the President asked him what to do he would 
advise him not to sign it. Rut the political pressure 
is going to be very very heavy. 

Well, he said to tell t~e Pres ident not to sign it . 

Well, I think he should tell him - he will tell the 
President not to I am sure 1f the President consults 
him. 

Yes 

But I thought that you might speak with Dan yourself -

Yes 

and perhaps stiffen up the objection. 

Well, 1f it 

Pol1t1cany it won' t mean a thing to the President 
I am certain of that . I mean all the votes that it 
will m3ke he will have anyhow. 

Well - if it's not 1n the Budget 

It 1 s not in the Budget . 
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Well then you can be very sure that Bell will write 
a a;emo l'eColl!llending it 

But you see, this does - this money this does 
not appropriate money, it authorizes appropriations. 

Oh yes 

Which means that next year - whnt they always do is to 
say, 1We have to appropriate this -we are obliged to 
appropriate twelve m1111on dollars. 

Has it got a number, Frances? 

Yes, it' s got a number, it ' s the George Dean Bill , 
number - Bouse number 12120. 

12120? 

Yes 

HR? 

Yes - George Deen 

I 1ll tell Bell to give 

It's the worst - it's the rottenest kind or steal -
we could all go forward and do things like that , you 
know? 

Well , when you say it's the rot - tbe'worst steal ' 
that's s~ing something awful. 

Well, what I mean is the worst kind or steal - to go 
and get these authorizations, see? 

Well , Frances, I 111 be 

Twelve million dollars a year without any - without 
any program announced, no proof that it's needed or 
no proof that anybody in authority wants the work 
droe, you know? 

Yes, the llinute I 8J:I through talking I'll call up 
Bell end tell him what you said. 

kll right and I am going to I•m going to run 
1n and speak to the Preident about it and I think 
he Just should veto it or kill it somehow. 

0 . K. 
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All right , thank you old man . I think your old 
Treasury thing went pretty swell . 

Yes , it didn't go badly . 

It was pretty grand. 

Yes 

I th1nk that's wonderful when you think how (Laughs) 
how many long races there were. 

T'nat 1 s r 1ght • 

That was pretty good, really. It's tine, Henry , 
congratulations . 

ThaDk you. 

All right, goodbye. 
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Jun!.' 2d 

A financial meeting was held in Secretary l!or genthau 1 s 
office at 3 o 'clock to-day , Those present were: 

Dr. Jacob Viner 
Mr . Archie Lochhead 
Mr . 1'/ayne Taylor 
Ur . George Baas 

Dr . Viner : We all t hink that Bewl ey ' s statement should 
be recorded as thoroughly satisfactory, as imformative, important, 
franlt and honest and it ought to fit in w1 th the policy of the 
American government . It is substantially what you should have 
wished them t o S&fto you and they say in it more than you had 
reason to expect that they would. They tell you that in the 
absence of unforseen circumstances such as a tremendous run for 
cover to gol d or a tremendous run of French funds back to France, 
which would involve them if they took no action, that they are 
s atisfied even in the face of a devaluation by the gol d bloc 
both with the relationship between sterling and gol d and sterling 
and the dollar • There is nothing better that you could ask 
for . We think that you having invited this communication it is 
incumbent upon you to make an equally frank and honest statement 
to them what your policy has been and i s and will be in the 
light of development s . TI1i s i s not the letter but an oral state­
ment whi ch should be first carefUlly drafted and then have someone 
read it to Bewley i n the same way. 

Dr . Viner: Now ther e is one thing th.tt I think you 
should rai se and that is the importance of this exchange . Whnt 
you have to say to them und what they say to you will be increased 
l~. Its fUll value will not be realized unless the Chancellor 
of the Exchequer or you disclose a substance of this conversation 
to the French as soon as they form their new government because 
they will feel they have solid ground to jump into . The situation 
may thereby be cleared up more quickly with much less nervous 
s train all around . Your own forecast will be substantially what 
the English is . 

Mr· Morgenthau: Well at first blush - I mean I think 
we can get alohg with them but nobody can answer t hat but the 
President. Don't forget the history of the English on this 
thing that after the London Conference they said t hey never 
would talk to anybody on st ab1lhation or anything that had to 
do with stabili~at1on except the President himself . Now they 
made that statement . 

Dr . Viner: That • ~ all past h1~tory. 
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Mr. Morgenthnu: I know but I wouldn' t make any 
f:t;.tement and couldn 1 t m~ke lmy unless the Pr esident wanted 
t o ro along nth it. I want to get 'l st atement . Number one 
I would like to h ve you fellows prepare a draft of an answ~r 
to the letter . 

Dr . Viner : I have a rough draft but find it hard 
to find the correct words . 

Mr . Uorgenthau : What time does your train go? 

Dr . Viner: 4 : 35. If you like I will get it now. 

»r. "orgenthau : Well letts wait a coupl e of minutes . 

Note: At t hi s point Secretary llorgenthau told llcHugh 
tha t he was going t o see the President in the morning and he 
wished t o t ake with him the draft of h i s answer to the Ambassador 
and al so a clean copy of his conversation with Mr. Bewley, 

Mr. Uor genthau: Vfuen I see him (the President) in the 
morning be never giveS me less than three quarters of an hour 
or an hour . 

Mr . Taylor: Rc and you have got to be in a position 
to be willtilg to answer in kind with all the hedges in the world 
that you want to put on them. 

;,A 
Dr . Viner : U..ke it a meanful statement or 

make i t . i ou started this . 
else don ' t 

Ur . Baas: I think the situation is this; that the 
British are'very shrewd in handling international relationship. 
Now the situation in Europe - the monetary situation and political 
situati~n is distinctly to their benefit to go through with it . 
It i s distinctly to ours . It will be a stimulus to our business 
i n a ·ood many ways . 

Mr . Uorgenthau: I don 't often say I did it but this 
time I say I dld it. I always lean over backwards about t ak1!)6 
credit for anything , 

Dr. Viner 1 Uo..., you have caught a big fish . 

Mr . llorgenthnu: And I am scared . 

Dr. Viner: Now don ' t decide that you have not intended 
to go fishing. 
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- 3 -

.lr ' 
a sailfish . 
forced their 

orp;enthau: I was out 1'or a sea 
'Ihe President thinks ttto Chinese 
hand . 

bass and I caught 
situation has 

~ochhead: I don ' t . 

~r . Taylor : A f rank exchange or views . 

Mr · Morgenthau: They absolutely paraphrased roy statement . 

Dr . yiner : In Cochran' s dispatch there i s a summary of 
Ln editorial of January 18 which is urging the British government 
to do precisely what they do to come to an understanding with the 
United ~tates - prepared to meet anY emergency that may ari~e out 
o~ .. ·old bloc . 

otr . Uorgenthau: As far as there being any rush, it 
must be pretty nearly a month . 

)lr . Teylor: I think about . 

Mr · Morgenthau: If I give them an answer and t hen take 
over the week-end to prepare the memorandum that i s not taking 
t oo long because it is terribly hard to get the President to sit 
down and work this thing out and he is so like stal king a deer 

• when you start to tie him down to any monetary policy. But I 
a~ree with you, Viner, that the importance is increased two fold 
if you could tell the Fr ench about it . 

Dr . Viner : But you can' t without their permission. 

Mr , Taylor: Th- t will be one of the suggestions in 
your answer . 

Dr . Viner : And there time i s important you see. 

Mr. Morgenthau: V:ell let ' s see i f we can fix up that 
letter . 

Note : At this poi nt Or . Viner lett to get the draft he 
had prepared. 

Note : At ~ois point McHugh also left to get a photostat 
copy of Sir Ronald Lindsay ' s letter to Secret ary Uorgenthau. Be 
fOt this from ~s . ~lotz and return~ to the meeting . 

Mr . Morgenthau: If Congress adjourns Monday night I 
will be sitting around here Saturday and ounday with nothine to do. 
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Dr . Viner ; Read the draft he had prepared . Then he 

reo.d it o.s a in. 

Hr. ~orgenthnu : Give it to Bob. 

!lote: Dr . Viner then dictated it to IJcHugh o.nd McHugh 
requested to read it back to the group three times whil e they 

digested 1 t and changed it here and there . Finally Mr. •orgentbau 

told illcHu1'h to go out and write it up in draft form . He did this 

~d returned with a copy for each of the group . 

Or . Viner: I wouldn ' t count on it too strongly but that 

should not affect our behavior. 

Hr . Taylor : 
difference . 

How that came around does not make any 

Ml· . Morgenthau: How is the Yen to-day? 

Mr· Lochhead: 
are holdin~ steady . 

The Yen is steady - the currencies 

pr. Viner: I think you are in a position now where you 

invite thern to talk and you have to answer . 

v~ . HAas : It does not have to time itself . 

Dr . Viner : Vfuat should the Secretary want to say if 
you gave him the right opportunity and I should say, with this 
French thing in the offing , it should be a pretty good exchange 

of the two countri es . 

Mr. TaYlor : 
from our standpoint as 
r.e can avoid doing the 

We have to be willin; 
they have. They have 
same thing . 

to make a statement 
hedged theirs . 

Or , Viner; lly ~uess i s that we would never be \\'illing 

to make th~t statement first . 

~tt . Haas; It woul d be unwise . If they hadn ' t made 
this statement the situati on would look poorly to me. 

Mr. Taylor ; The greatest trading positi on you can be 

in would be to make the other fellow t alk firs t . 

Mr· MOryentho.u; Well we have done that . 
my policy since have been here . 

Thnt has been 

Regraded Unclassified 



- 5 - 27 

Mr • Tuylor: ~ell she does talK 1nd we h~ve to be 
willi~ to talk back to her . It i s the last chance we Will get . 

Mr . Morgenthau: Oh no, it i s the first chance . 

r~ . Taylor : I mean on thls par ticular basis . 

Mr . lJorgent hau: I have asked for this three times. 

Dr . Viner ; The important t hing was to break that 
London ice so that t hey should show their band t o some extent 
so th:;t the world would know where it is . Now they presumably 
would adhere to what they said ther e even if we don't t alk and 
the import~nt thing now i s not what reassurance your statement 
may make to them but the important thing is to get from them 
permission to l et the French know what the situation is . They 
"fill go ahead as they are now. \'le know where they are but the 
French don ' t know where they are . 

Mr . Taylor: And neither one of them know wbere we are . 

Dr . Viner: \'/ell the French sort of know in a vague 
way . The t'ecretary has spoken to the French some time back. The 
very unfortunate thing i s that it does not take 10 countries to 
wor k t his out if 3 can do it. 

Note: At this point Secretary Wor genthau called 
Secretary Uull and the Operator could be beard very distinctly 
to say that Secretury Hull had not come back yet. 

Note : Upon bangi ng up the receiver Secretary llorgenthau 
told McHugh that that would be all. 
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u 7011 ~. 1 ltbould :uu to b&ft pabllabed, iD 

accordance with 11. s . c., TS.U. 6, S.C. 1!06, -r op1ni011 to 7011 

ot J\me 21 1956, tranaitted .-ewtth, OOIICG'IIiDc the illpod.­

tiOD of cotmterftiliD& duties 011 oartaiD a- t..port• iDto 

1 aball appreciate it 1t 7011 will let • cow at 

7fNl' earl;f cwtiod-• ..-~ 7011 ban u:r objeot1011 to tha 

a .. peottllll;f, 

Regraded Unclassified 



The lbnorable, 

OO.ffiu .lJ.ftlft~.hmttv ~nural 
Wutyingtam,J .en. 

~- 2, 19&11 

!bl SeoretarT o.t tbl 'frMINIT· 

liT deer llr. Seoretar)-1 

JleJpoDd1nc to 70Vor requut .tor IQ' opiDioD u \o 

a Tree.aur7 DecisiDn whl.cb ;rou propoH to iiJDJ Si't'iD& notice 

ot the hposition under Sect1on !lOS o.t the Tari.tf Act o.t 19110 

o.t OCIQDt.er't'a1lUic duUeJ on certa1D illport1 .rra. !lerllaq, I 

t.'rl giT• caretul OGI'I1d-U,QD to the .. tter in tbll ll&lJt o.t 

tbl etatlate, tba dratt o.t tba propoeed Dec;taSOil u4 o.t tlw otbar 

CouDNl for tM 'treanr7 Departmeat, wld.ob reaobH tlw conolu.­

~OD that tbl stawt. ~~ that tbll propoaed actiOD be 

taka. Yov. stata al.eo tblt 7011 are saU.atied, 'IIDdllr tlw ci%'­

~. that 7011 ba-.. DO ~ otMr than \o .tollJJw tblt 

_.... !bllepl OGBGIJD~- at wld.ob I arr1-.. are baNd apca 

a • 11bat OC!'Ip, oated W ~taaUOD tlblob it u -NU7 

29 

Regraded Unclassified 



-2-

Section 50S ~ the 'l'ui.tt .let of 1950 (.let of 

Jane 17, 1950, c. 4.97, 46 stat. 1590, 881; u. s. c., Sup. 

vn, 'l'itle 19, See. l.SOS) pron.de• aa follows 

'lheDnw 8J/I7 coantz.T, ~, 
cololv', ~. or otber political. llllll­

d1'f'is1cm of ~. perscm, partacoelzl.p, 

aall001.at1on, cartel, or corporation •ball 

pq or beetow, c!.1rectq or 1Dd1rectl;r, 8J/I7 

boani;r or craDt 11p011 tbe ll&lll&facture or FO­

da.ctiOD or aport ot 8J117 article or MZ'­

cl-end1H um&taotured or ~ 1!1 ~SUCh 

COUDtz.T, ~~, coJ.aa;r, prorlno., or 

otber po.Utioal. IIUlldi'f'isioD of gowet-t, 

8Dd III1Ch article or acohmdi.H 1a dllUahl.e 

Wider the prorlsioDs of tlzl.s Act, tbm upoD 

the 1aportat1on ~ 8J117 such article or ac-­
chmdi•• 1Dto the llllit.d Stat.•, U.tber 

the .... shsll be 1aported c!.1rectq troa the 

~ ot prodlaot1on or otbernH, Uld 

wb8tbA- IS'CICh article or acohsDdiH b ia­

ported 1D the .... COIId1 t.1011 u wbm aported 

troa the coantrT ~ productiOD or hu bee 

cl-enpd 1D coaditi.oll "tv r mlff.Cture or otlla--

wi .. , there eball be 1.-ried ad paid, 1D all 

nab caaee, 1D addition to the clllt1as other-­

wiH i.llpoeed b7 th1e Act, liD add! t.ioul dlli;r 

equel. to the net -t ot 11110h boiiD1;r or 

crant, hclowsr the - be paid or beeton4. 

!he Becr.tsrT of the ~ •ball troa t.I.M 

to t.I.M uOil't.iD Uld clekrmne, or ..tt.at., 
the net -t ot each nch bolmi;r or crant, 

Uld ahall dlcUre the Bet -t 80 dstcw1.ned 

or eetuat.d. !he BeGHtsrT ~ti-e~ 

•ball ..U all replat.ione he 1111:r 4.­

nB IIBU'T tor the U.t.1t1cst.1011 ot noll 

articlee Uld acohmdi•• Uld tor the ..... ~ 

Uld colleot.iOD of IIJCh add! t.101l&l dllt.iN. 

~, the qnest1on 1e wlastber o.z-q, lv reua 

of the 1lM of OC'teJ.D pr 0 II I Oi'M or clni-1 ...to be held 
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5Jin«Ur K 1 M1ZMV7 • PI' )zz\r gr RM' apGit tM-. 

taotazN or produoti011 or GJIOZ'\" ot OC'W.1Il ctat.1able art.iol.N 

or ..obaDdiM -taotund or pra~oed ill tbat -tz.T. It 

110, tbe .let pl'Ot'i.ci.M tbat QPGD illportat1011 ot .-h artiolM 

1ato tbe 1hlit.ed stat.e •tbere aball be ~ 8d p&ld, ill aU 

-b -•· ill a&H.i.ice to tba dl&t1ea otllerw1M '"' aeed ll!r 

tb1a .lot, aD dlit1oul clat7 eqlal to tbe IWt -t ot ... 

bcnplty QE gngt, lmrf11' t.M MM bt mfd qr )Mtf"".• ~-

.let req1drM tbat "tba SMNt&r7 ot tbe t.r.ual7 ,1111JJ. trc. 

t1ll8 t o t1ll8 ucartaill &114 d.tcwlu, or eatJ.aat., tl.- net 

-t ot each awsb bonntr ar craat,, aa4 ~ decl.are tba net 

UOQilt eo cl.temillad or eat1118ted,• .-p-illc Ida to llab aU 

recalat10111 wbicb be a;r .S... _..,. tor ~t1f71Ja& Roll 

articl.N &114 1 -U1DI &114 oolJAoUAI ncb eddiu-J. dat1ee. 

It wUJ. tbaa be obMrnd tbat tbe dl&tUe ot tl.- Searetaz7 ot 

tba ~ ...&lr tba .let ue MDdateq. ~on, U ill 

'tz1r Ql G"R\" ... tba ~Gil' prodnot1cw Gil' IIZpOZ'\ 

ot ncb arts.oa., tba 8etrretaz7 .an lft7 eat collect •a 

eddlt1oul dll1;T equal to tba oet -t ot ·e" t lit .. craat,, 

t 14 tba ·= be r'd .. l!teto '." !lie s..q,drJ' 11 an• 
tba pl'UU- be1D& JIQl s1 lf,r Gaz W7 Z'llpMtiJII G'fGrU 

w tJd.a a 1 1Q -.ts.tat. "-t1ee _. ....-. .S.Wa tba lltatat., 

tba ~'" '•rr ot wlll.c* llu Jut .._ 111df.aW 
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b)" Ulldc-aooriJI&. It ito o'bwiCIU tro. tbt Ju.,... itMlt 

tbat t~ aoope or tM •ct ito...,. ~. ra. S~apz- eoart 

las aa14 or ta. - l upep 1n ta. tarltt •ct or au (Ut 

or October S, U1S, c . 16, !8 Stat, 116), 

!D. atatute .. a.cldreaaecl to e. coa41t1oa 
ud ita worda -.t be ooaaidced u hlt&ad­
ina to <letiu it, udall or t~ll'Ut" 
u ..U u "boaD1;;r•--.t be ei'ftll etfeot. 
It t- wori "'boUilt;r• .... lild.tecl -
ta. wori "ll'IIDt" 1:1u DOt. • wori or broe4er 
lli&aUioe.DOe thiD "ll'Ut" -u DOt t..e bee 
uaecl. Lib ita 117k*VW •etn• uc1 "bestow, • 
it apre .... e. coaoee.S.oa, t» caaferriJI& of 
-wac 'bT c.e penoa~~poa uot»r • .bid 
it ta. ·-thi.Dc· be OODtet'Hd 'bT .. coaDtz7 
"upoo tu lllqiGZ'te.tiOD or urr article or _._ 
obudiee• e. coaDtern.1l..iq dat;r 1B requiMd 
b)" Paracre.Ph :z. (Uolplsr t Co, "'· llp.lt!d 
B1;attt, US U. 8. M, II. 

It 1e ple.1n tro. tile ete.tat.e itaelt tbat it .. iA­

temecl to &Dtioipate u 1nolu1,..),}- u poaaible all pnctioea 

Ulcl ~- wbioh a1pt be reaortecl to or t-tecl to ~ 

or ll'UU. !D. biatoq of ta. •ot 1'lalJ;r corroboratee 1 te .PIIl'­

poaea to Ub illpouible ita ..-.loa b)" 1nd1reot.ioa or dJ.apiH. 

S.. .iq'ri'on A Cg, T, llpttfd. S1j&tet. T ct, Out, ippla, tf. 

Uca• 1a ad4it.i4a to .... r-fuica of 1pleM lSi . tuM 

ina datiN equl to ta. ut ~ ef tile •u,.:wrtioa• _.. 

illpoaecl ud t~ illpoaitioa .. n.ta1necl lilr t~ Slap - Coart, 
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wbloll after 1III1JI& tbe l.upace qu.oW abon ll&1dJ 

We ~~aft the tact ot llp1r1 te able to be 
eol.d cwpc- 1D tllot 1JIIite4 State• tblm 1D 
tbe place ot tu1r pro<luction, aDd tbl.a tht 
rual.t ot an act ot ~t beoanH ot the 
deetiDatiCD ot tbe spirlte be1Dc a ~~ 
IIIIZ'ket. 'la:r that 111 ~t1011 Pancraph ll: WU 
1Dteaa.d to ;ronde. (pp. 118-4.0.) 

Ia tbe dec:idcla ot tbe Coart ot Cuba !ppeda 1D 

the .._ ... (liqTlee t Co. 'Y. llplted SHH•• T ct. out. 

Appla. iT) , that coart, after o «'tiAc 1lpCil the clarity ot 

tbe laa&u&e 8Dl parpo• ot the at&tute, ll&1dJ 

!'-n 18 DOthiDc obacare, u.tn.e, 
q.Uc, or WID IUib1aaoou abclat tl:d.s l.aniiQII&8, 
wbl.oh baa ber, u to the partical.ar 110l'ds, a 
pert ot all oar tarUt aots troa 1897 to and 
1DeJ.ud1n& the pre-t act. Seoticm 6, tariff 
act ot 1897 (50 Stet. t., 161) , MCt.1cG a, 
tariff act ot 18011 ( 118 Stet. L. , ll) , pva­
eraph :1 ot lectiOD ., tuitt act ot lW (S8 
Stat. L. 1 1U). Ite plaiD, aplic:lt, aDd 
lllleq'Cii~ pca;a • 11• 'lhlll..v a tarelcla 
,_- or ~ or IIJIT political llllll>­
di't'1aica ot a &V'W sct llbal.l. 81ft IIJIT aid 
or lldnlltsp to apGZ'ttlra ot eoocSa illpclrte4 
1Dto tlllll coomtzo)' t~ •hw'elrr Ullir -.:r 
be eold tor lela 1D oc.pet1tiOD with oar 
a-uc ,_a, to that ..tct liT th1l ;ua­
ll'8Ph tbe ciDU.. 1'Jad 1D tbe .,heclllle ot tbe 
act are iDcnue4. It aa a EMil.t ec.cr-a 
-. auHDI to ~ reprclleN ot whatwv 
- or 1D wbatwv - or rona or tor 
wht.W.W parpo11 it aa "-• !he lltatute 
iDtcpreta iteelt u a ..- ot u act cal­
aalated to u.iDtaiD u aoccrde4 protect1ola, 
'DO'drtel or otMrwiee, u ap1nat ,.,_te 
or grute ot a.., Jr:b4 -. t arelcla ~·• a­
rU1u 1D an equlbatioll ~ to ..., .-t 
oU.rect.q or 1Dd1reclt.q. --.tore, Sa obedi­
to tat obriGU pca;a•, tbe coart doM DDt !eel 
at l1'bcrt;T to edo;t ..., cce.etn.1Dold or t..Sical 
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4et1Jd.tiou or the wrda ~v· ar 
"FD'" ~UQeeW, ba' to 'I'OIIAIIIAte the 
penc:raph a -·••c, ..u witldza Ue lAzlcaacw, 
tba' will ~ etteotaa~ the mquetloMd 
-.reelliCDIJ. I'CPOM. ( p. lOt. ) 

Ia replT ~ the ocat.Uca tba' the ·~·Ua• 

ae a ~' or utra ooRe illpo...S GD the .,.,.s. }V' 

Brithh a:o:U• recuJ,.atiou, tM CGIIZ't or OU.tou AppMle 

eaids 

!he hot ~t the ~t ... bT tM 
fareip pw t ae e.U..W or 01111111 
laW 1IPCIIl a ceria1a bu1e or in oms1dera.u­
or utra bardau illpoMCl }V' ~tic a:c:lM 
l.aft, or far~ otMr nuca or ~e 
co•w-t or pol1<17 = r11•c 1Uel.f ~ the 
wiildoa or ParHntat, h 1IOt 0011tzoo'!Hne 111~ 
ov clllllrte . !he eol.e ~ h, do the renlte 
or INOh Lltll .tbal&~ crpartati= ar P.n a 
epeojal adnll~ lrT atfcrii:ac aid~ tM 
public treuurT •blreb7 noh .,.,.S. ~ 1lbc 
a::porW he IICild in co.pwti~ with oara for 
le ... 

1f1 ~ tld.e -.tnctiaD of the .let in llizl4, U z ' •• 

~ ~ .Whc the praoU- ad cperratioae of 'he o.­
coww 'wi~ respect to BpOrte to W• COIIIlliey ......Utne 

~ .. or poaat• nquir1JI& the 111poe1u- or -~ 
dattu. !he propoMCl Den< s1 01a of the s-.t.az7 or the 

~ an.r ·te~ ~' •otneial ~ u.i ou-r -~ 
in tM tUu or the lle}c' t .. ubltu ~ 1u •tlahoUoa 

the' ~- Utt4/or Cl'DW are paid ad/or lluw-1, ~ 

ar ,.,._M~,• C1D apoi'W ~ Clw V ~ U. UaiW IIWt.. 

or --.sa denr1M4 dat1Al.e artiolae, p. ..... DOttee ~' 
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tld:rt;J dqa an.r pabllcat1aa or tJ. Dotioe, 11114 tllat at 

tbt.t t.1M tJ. l.1q1&idat10D o~ all mtriea ocrnr1Ac ~ 

artiol .. dall J. IIUJISCW peHna t!l. deola:ratiOR ot tilt. 

-a.-v 8111!/or arut 4tkm1nr' ar ut'•W to !!In b s w4 

mils !teet '. an4 tJ. llR -t o~ -ten&ilin& c~au .. 
to 'be ooll.ecrW,• • depoe:it or ..u-w -tanaillAa cbaU .. 

be:1aa NqQ1re4 at tbt. ts.. ot mtr,-. It will 'be obwz •-« traa 

tilt. worde 1DdioaHcl 1:17 untloeraoor1Jai tbt.t - 11' tJ. propoM 

!:reuur7 ».oidOil ia ie.....S, a f1D41Da tbt.t a '-V or ,rut 

in hot bt.e ~ pa14 or 'butowe4 etilJ. rmdn to J. ...S. 

witllrupeot to .., pertiOillar ilfportatioa ~ore 4ecl.aratioD 

ot ta -t ot tilt. ~v or ,rut ~ or ..u-w 

to --b-. pa14 and ot tJ. -' 0~ -tlorftili:ac dlat;r 

tMNton to 'be ooll.ecrW. 

!J. tr.uw:oy Deparl.uat atataa tllat it bt.e mdenoe 

tbt.t cliNot oaah koantiae are 'be1ni pa14 1:17 o.r.u 1adutr:lal 

euoa:1at1Gu. Clear~ U nob a oaah ~V 1a pa14 in -

-u. witll .., apartaticD traa Ow Q • tJ. la req'll1rM 

• 1 adtia ot a -tanaW.ac clld;r 184.., hnllllr 41_ • .,_ 

Oil tld.8 peilat U DIOIIIU'7t aaq a~ or hot 'bi4JII 

!Jmal.nd. De propol-« fnuu7 lloc1.,oa .-1.4 'be appzopz1ata 

ill ita pz tuld .r- to -' .., .U oaah ~u... 111.- W1Ur 
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it a clncw1DaUoa \llat 8Mlt a oull boaat;T 1a tact ball ..._ 

pa14 oa ~ parUCIIIlar •"'vr 1 t b R1ll •• u uu;r. 

!Jt. ~ ~t 4NariliN -'a1a Mr1p Uld 

boll4 proooe411Na, wld.olliiiQ' 'be -nM4 llri~ u toU-1 

ac- clebton are l'eq1l1n4 to pq U. 1aw.t ua4 _.u-... 

Uou ot tJt. prbo1pel • -'a1a tQNfp owa4 0... 

..av.riU.. to a -••uloll bulk (Xaaftr~mha.,.) •ld.oll ~ 

pqa to tJt. _. ot tJt. ..--it;r 1a &lll..cllr- halt ot 

tJt. ~ 4M tiler-, Uld tJt. r '"'•c .- halt 1a ao ,,~ 

•amp• wld.ch tJt.or.UoalJ¥ ia Ndt bla at ita tua Talaa at 

- U.. 1a tJt. tulw•, Wll tJt. elate Uld tJt. proWMHt;T ot 

11l.t1a&ta ra1 ,tioa 'be1q •-v.ia. !Jt. Qo14 Dl-t Bat, 

wld.oll b u ..-oT ot tJt. a- ... ont'IIU~rt~~-·t, .aiDtaiu a 111.4 

ot t1fV pc nat ot tit. tua nlM ot tJt. •aanp•. It 'F" 

ot tJt. -.-taillt;T ot ....s.puo.a, tJt. toni&la -· .. ot tJt. 

•aanp• vv•117 F'"fw to M1l it to tJt. Qo14 m.o w~ llwt 

tor t1fV pc nat ot ita tua ftha ratiiR' t.lall r:\4 a t1ll.l 

lou b.J hol4'•c it tar 11l.t1a&ta ~. 

a- GJ lrMn • .tMrw1a -u be •• ,. ta 

M1l po4a 1a tit. Uld.ta4 stataa WI 1 1 t at a lou are ell 1, 

...._. apeahl )Mftita h-t1 b.J Garlilll aolup -Vol 

..u.r!U.., ta- part ot U. pa anla nnd.ftll tr. 

Jllll'lieler wq rl v.-tl- ta pa'OIIue •awrip• tr. tJt. 

Qo14 Dlaaa•t 1u1t at a 4i-t 1 tlat ~ \Jt.a t1lt;r JIC' 
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-'· , ...... t» putioalar tiXpCIIrter ~ preeat t» 
01M1rip0 t.o tM -•waiOD blllllt lill4 NMin ita 1'1111 taoe 

nJ.ae. !M 0w-. 81ltbarit1M poult ...0 IIJII lal pemita 

~ U tM C~~~r~Wt poUCT or tM a.r.. pow t dMu 

aporiatiOD of t» goocl8 clelli1'ablAJ lill4 tu ~ of 

td.tla a putioalar aport tnnMct10D 1a --.c1 117 t» lo .. 

1A tM aport .ala wld.cb 1a ht.Dded to be ott-eet 117 tiiU 

pra c 1 illn. 

81!!1lar],T, t1ae GcuD aolliDp -i;ral Fltlaoritia•, 

wlilll atillt:l.ad tllt. t u IIZJ)Orkr td.ll otlaarw1aa ~~Utah a 

lo8• 1A a putiCill.ar aport .ala, poult t» aportar lpae1al 

pw•bliioa t.o M.n part or tM fONip aclliDp pra 111 b of 
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tM .ala uec1 tor t» parcM.M 1A t.MIJII1tad Stat.. or Genua 

dD1lar ~ at tbl prwqilhc ~ prioe. II'FIW or tM 

'"•Muv or tM t-s.p _.. or noll~ zoupeot1ac .ala 

or~ .. or tblllh o.z..ur, ..all~ ..u at nlletalltial 

41~. •w•w, wlilla tllq- aoqu1ra4 u Jut 1Jidioatad 

tc .. ~ or tM caw-a ap Ia&, tM ~ are z ••••I 
n JIW' _,toM -•••1 .. blllllt 1a lei V wld.ola' PM tllla 

..tUa ~ or Jllll'O)Iu1ac a~~ red • '•a t11e bOilU. !JaU 

pr Ills •• u....s .. , 1a pwmttad oal;r u tile o..u ........ 

~ -*llariU.. .... tM parU..tar aportatiOil ciN1zU1e 

ad .q .a ~ or ._.. u pwwlttad t.o • .,.. ., ... u 
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.oil atbariU.. t1a4 to be asnsaU7 to o1't-Rt tM loaa 

- tM apart Mle. 

ne !l'w.nz7 ~t•a pclllitlaa u that 8IIOia 

"Hl'ip" ~ bclll4 ~ -.tltort. &Nat. to tM o-

ot tM O..U J!IIOda to tM Uldtacl State., -.4 tbat tba CCD­

oea.taa llu a ftlu wld.oh ou be u~ ...nl,T 1a -.. 

ot Uldtecl State.~· It unrta that tM n.J.u ot .oil 
--aica u aot paid. for b,r tba '-'1ou parchuer ad tbat 
it -blN tba a.r.u aparter to ..U hie jiOCida 110n o~ 

1a tba hitecl State. 1a oapetitlca aith oar ~o goocla. 

It, tbenfon, OODCl.udu tbat ROb prooedJu<N ccutltort. tM 

beato.l ot aa ~ blaat;r or crut whioh t11a at.tata 
requirea to be ~. 

!» 'lreafUl'T ~t al.ao dNcribea oerta1a oaz.­
r.q ..aipalatlcaa wid.$ ~ be -n.-1 br1atl,7 u f~J 
4ll GarMa .arb an ot oae olua, haY1JI& a MP1Ml exohMp 

n.lM 1a AMn.OUl can qat tba prsamt ts- ot ~taq 
fort;r -w. • ..... , lu'p - 1a .arb - held 1a a.r­
... 1Jl Ml'k ao-w wld.oh bear cl1tf-t -• ao_..u.ac to 
tM ar1Cla ot tM ~. ne UarutarUtla ot all .u 
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aaa L8 ror pz ••t pw:po••• 1a tM .... ,-u..r uoe •oca­
v.u..t•, •bo-• ar "bl.a aka"" au t.. It sdll be ~­
tioiat to -uca -.. t11o of ..aa _ta, .._ ra.,..u~ 
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ClcWiiJ b)' rlrt1le fd tdd.oll all t.pclrta iAto tlld -v, 

- ~ Wide- a u-tdaa qat.. !lla r.da 1A A*1 

IIU'It ac-ta -lliat fd ~ta toz: •••u.J. nar •terS.ala 

al oz: .,. 1el pemita-111 

Veda 1d.tll tlla UDited Stataa tllq ariN cbletq tro. IIAl.N 

fd cotta b7 ald.ppc'l tro. tld.a -v,. Jluotar IIU'It •-ta 

ariN lro. ealN to Gtnul7 fd •= N...ual aoocJa. fila hilda 

~ 1d.ll be r.ternd to aa ·-tzoal.l.ed IIU'Ita" to 4Utinpiall. 

tlllll tro. -trollad arb 1A tr.. a1nalatica 1A Clc I· 

n. pr1M1pel ... fd ~ ..n:a 1a f oz: ~ t toz: IDQCla 

tllpCil"tad tro. ~, tlla -trollad r.da be1Jic bel4 1a 

Dw 10 1W tOl'eip aaa to ad t11a "hpn:1Uoa ..S-ot 

U.. b7 tlllllr toz:eip _ _., be1J1c :rutricted. ••u;w, it 

..t ~ .. -- 1A ... tlat tllln 1a caq - tne 

ot IIU'It 1a CIIIIMIQ, n.t1111r 1 t be 1a a -wollad ao~ 

- 1a A-M dNal&U... 

.,. :r 101' • till -11nl -.1aad b7 tlla a.-

••n••w-llltt- aula 1 ta , .. -': aau•ta ...Slta ZWVS.. 
• 
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--· tile .artet 't'alu ot nob ..n. bu .-u.r ~ 
prec1&W. .. . Gcwul ~ t1JI4a tat lie _, 

..t ca~petitiOD 1a _. -.rata .__. a:Utiac m: q -­

cblllp ocMiUou, lie lllll' app1T to tile aebnp ccatzool 

atboritiae ot GeNuo' tor pendaeioa to a~aept pepct t or 

partiCQJ.ar uportatiODa 1a wbo1.e or 1a part 1a ccatrollecl 

-.ra. It tile m tboritiM oonstdv tile partioular aporta.­

tia to be ill aooord with tile cw:•t poliq ot tla OllMil 

ao•w ret, tile~ pendae10il u pouted. n. 

AMricua 1aporter ot Genan a-Sa pvellu .. ~ ....U 

at tbeir ""''* Yalua. !la O..U aporkr tMrl "~"' 

litbv 1a tu11 or part~ (u U. Oezwen ctebulp ccatrol 

eutbarl.tiea cletcwiu) ccatrolled ~ each Ml'k8 

S ;11e~ bee.- ffiM-' ~ tla -tzool 11114 ere ot tile 

ftl.u ot ..rita iJI tree circal& t10D iJ1 Door "fiT. 

!la 'fl'euv7 ~t ~ .... tile t ol.lotl1a& 

creaple to illwltl:ate tile .s.n.oe 11114 atteot ot GcwD IIXpOl"t 

tnuacticrla brf'ol't"ia& ue ot tile ccatrolled MZ'kl It tile 

prioe to be ~ftd • tile a.- aparter u - llcilh.S 

....U 11114 lie bu DO pel'llia81oa ~ tile lloorrrUl ae'wPp -

tzool •tMfttiM to ~n ~ ....U ia M t, 

tile OHt b tile .a-l- itlpclrt.r 1dll be ..... 1-~ 

t OI't;)' cSo.llAn, tile ft.lM ot tile tree Ml'k bel-. tOI't;)' --· 
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U 1 lwuatC 1 tbl 0- aportC'- ICiip'te --~ 

1a om' wbt ~ U he 1a ill a pHitiCIII to ..U tbl piCI4a 

tor t..tT a1cbto 4oll.ara 8114 tbl G.Nu:l antlwr1tt .. cletamiae 

\!at • .u. at that pr1a. nJir='d he hoUitatad, the o.r.. 

lllpCIZ'tar .q he pcwlttoed to raoein hll "*" art tor tbl 

aoocle ill OODtrolled Mrb obtaiJiable liT the Jaerioen bporlw 

hr t wt;J a1cbto -" pw MZ'ItJ or ill tbl _.. -..1 _, 

pcld.ellica .q be crmtad to tbl e:xportco tor tbl aca.pt.IIDa. 

liT Ida, eq, ot wvwt;J tin CCIIltrolla4 Mrb obWfMble liT 

the .&MriCUl illportar at t..t7 tt~~~~r cwt. pw .an, Ul4 tba 

bel a-c. ot t-v tin MZ"U 1d.ll. be reoe.ftll 'b7 the o.:rwu 

lllpCIZ'tar ill .tHe urb -t111c the .&MriOUl illportar tartT 

-t. MOh. Stae. tbe -trolled urb •rrs11a~ *­

hee MrU ill tbl ba.s. ot tbl ac- aportoar, 1t u 

obriclu that ca t1Ml. ~t tlw ac.D c:porto.r re­

*'"' - J.Ddrtlcl .ut:a ot the .ucms ftl.De ot tart;J' -t. 

..... Ill e1 tiler - the .&MrS.- Wpcrier llu pd.cl t..t;J' 

a1cbto dollln tor tlw &0041 Ul4 the ac.D c:porlielr bel r.­

oe1nd - bm !red .u'b -'Jl letT dollln ia om' -I ., • 
!he ~ ~t auerte 1ll nepeot ot tolw 

u.n s'etlatta.~t..wa~•t •• the 

-..u. 1 J anc Ad tbl Go& ' 817~ to .tfeot. ~ 

lldditta at ftl.a to tbl pc law 'Nt • the liV t _. 

U. I'IIIS,t U Wilt 111'1 the eat. elf the IIIGoll-la •FIItf'-C..._iUttJ 
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~\ ll,r thNe &cU U.. b II'DW \o a ta-.4 CIJICIIrler 

~ prinlepd 0... auoda, bunne ~ \betr lllqAI\.aUoa 

\o \lilt 11D1Wd StaW., a ~en1011 nlud 1A oar -. at 

Weln dollar1, which .able1 t11ot a- CIJICIIrler \o ..U ld.e 

aooct- - cllotepl7 1A tllot UDiW State1 1A ca.peUU<a with 

oar ~Uc prodllcrte; ad ~t tllot- 11 ~ witld.a 

t11ot pan1ee ~ t11ot ta. reqa1r:1q t11ot appllcaU<a ~ addlUcaal. 

duUel w -ternil. tllot lftllt beetowd 1lpOa tllot o.r.. 

a;portC' liT t11ot Genlm ...... wt oa aportaU011 ~ t11ot 

0wwu cood•· It i .e po111W Clllt that ~ ~Hmc, 

tllotn nr.l.cu derices appear \o be operaW 1A ncb a ...,. u 

\o -ble tllot '*- aportw \o Hl.l ld.s coo4l abroad at 

pr1- PNft111D1 1A tllot torelp ..rut. 1A teru ot t11ot 

uUcaal. ~-~ thole MZ'Ir:.te, wld.ch lilt 11 DOt able to 

de Ge4ipt - tllot ban1a ~ ~. '•ted -sa. 

It - Obnou ~t tliot ~' baM ad Oilii I q 

-.ipal&UOG FU I' u- ar deri- are .U tor tllot '-etU ~ 

0wwu ~ ad eeble tllota to lllqAI't tbetr aooct- 10 &I 

w be 111 a )IH1tica w oc.pete with oar ~Uc pz'Odutl, 

1ute14 ~ lllqiCJil't1q tha1r coo4l to tld.a -tq at a leN. 

lq1n tnuutiou are ~ -wolled liT t11ot a­

puc \Glob penlw a.l7 lUll GpOrtl u u dMu w 

.. 1A • Gc i.aWrNt, - • .s.no.. deeorlllotd -
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w aport wJ.t.hcMt 1ua:n1.llc loA. In rMlltT t• ulli.t&Me 

wbl.oh tat Ow n aporter nNi.fta - \o be f'lv= ld .. 

UriH wpaa cepital .-4 1·- Oouecw tr. tarwi&la 

are4i Wn of llw D debtor8 liT tM o.z- iOfW t Dd 

paid OYWr liT it \o t• tavOHd a-n aporic'a. It u tru 

tll&t t• tanda 110 1IHcl. w eid t• o- aportere .q DOt be 

~tted tllrc p tM GcNin ~,blat I do 110t. d.­

tll&t utwial. I aq add that 1t appean t.b&t. tll& 0.... 

mt.hclritiH elM ocwple~ contnl ~· 1ato Get . ,, 

pcwitt.iJI& OllllT UIDM wb1ch moe duw1d tar t• ~t ot 

tll&t -tz-7. n. !'reuaz7 ~t atat.. tll&t w­

llrlct. tM e1d w a- aporter. b tinuaoed liT 1.n1 .. ool· 

w tr. a- illporiera. r• 1IIIDl.e poliq 1pd1oatN 

a deldze \o --ca apart& tr. ad ~ 1aplrta 

I IIPe baretoton o'bnrftd liDw bl'oe4 b tM l..anpap 

ot t• atatuta req1l1r1ac iapoeition ot -tartaUJ.nc dllU... 

nu. it aq be tb&t-- tb&t .let .. pulled tM CaacrHa 

cl1d not baft 1a adn4 tM pc-t.illl&lar pi 0 0 I t I .. Cllr Mn-

all prut;i- - cWr1o. wld.oh II1Pt. be ._.w w -
s-.aw w e1r viM 1t 'b7 o'bewrilla ar ,,_11., tWz 

pcpblll .. ~- t11: pwata. It 11M alw ... po1aW 
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cut t.ba~ tlla Sapz- Coart-.. DOW tho--~ ot 1w 

IOGpl •J. II01"d fd br I hr lipitt- tlaa f pwll~f oalA 

DOt"'-" bee ued. • ht a.lT a d.1raot ~or pwDt, 'biR 

- wllieh ia 1.Dd1.not 1a apreaaq ........ ,_.,., liT t11a atatute, 

w!d.oh 1D edd1U011 to ~erriJic to a boaa~ or pwDt d1roclt.q 

or ~ paid or llutowd, takas tlla prooaRUOil ot 

eM'nl "huwatw tba - be pd.d or butowe4. • 

I han ao cloUt t.ba~ ~- aerip ud baM pruti­

ud 11ao t11a ~ eep1paJet•10111 00111ti1taw till p~pea 

or boatoa&J., dirootl;r or 1Ddirectl;r, ot boaaUoa 8Dd cruw 

1lpOil a- export~~ oe111DI tor tlla illpolition bT tlla !I'OUIII7 

~ td -~ d:II.UN. I~ lq bee IIUg8ltod. 

t.ba~ mob praoU- an aot within t11a Aot be-.. tllq are 

...q .. ., .. , t- td ~ clepz'ee:1at1011, ud kt ~ 

ZW~CV doprooiatiOil wlllt!Mir cc.pl.W or partial. 1a DOt a boaa~ 

or pout. 'fba clilt101ll~ wit.h t11a latter polit1011 1a tlllt tlla 

praoticoa an HlooUn 8114 d1oer1ainatol7 tor tlla apna 

pwp• ot ••h11ac 0a.a er:r:parWn to ..u t.hl1r &"1048 11aro 

at pri- pNft1l.1-c ill ov ~. wbioh ~an DOt. Ulo 

to do -...pt ca tbl lq1a ot ~ pun·=•· 'fllll a:c mt 

- to bo that .a. ..u- IIepa liJtiOII .. dolftlatiOII ot 

Ia CWZZIICIIJ -u 110\ bo witld.a tlaa ~. notwitllatud1ac 

tllat i t -u at1•,•w ~ f1o.a 0101 It to t ill 11111w 

natoa to - a .-w a:toat tllaa till prut.t- __. 
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-21dC'&t1oa, tbu'etora pertial, •P"'•' or Mleetift 

.s.pr.oiatioa or ~tioa, IIIIOb u acooaplhlwc! 117 the 

praetiCN di-•aed, -u_ DOt be 1d.t.ld.a 1t. I do Dot 
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'belJ.eft ttat IIIIOb -olvclca t~ boca tile ~ 1lpCil 

wbl.clllt b band. Ill tbe ~ ot a oc.plata or paeral 

dapreciation or denl.uatioa, tim'a ~ be DO diecria1Jiat1011 

betuaR? - aport.G' ud BOther, or .q>ort.ra u diet.1DclliaW 

boca iJaportlrra, or otber third put1aa. 

1JDdco tbe acrlp ud boald practicea aDd the partial, 

apac1a1 or ..UOUn .s-J.Datlola or ~tiov practiCN 

(1t tlla qaeat1011 1a to be diaaaaeed 1D tenia of Cllll'nllCit' 

~Uoa or dllprac1aUov), the 'llbola ala •- to be to 

ftlt 1D the OalnlaD govc wnt. abeolate OODt.rol Vftr aportaa 

the cletcw1Dat1oa ot wbetMr the ~ aport. 1a to tbe 

beat. 1Dt.raat. ot ~. the cletcw1DaUca ot llow .acll ._ 

praoi&W aarrcq ia raqu1rad 117 the tatpOl't.er 1a order to 

•eb'e lda to pl.aoe lib ~ 1D t.lll.a -iz'T 1a ~t.1t1011 

'dt.ll dwfJer &oo4a -., ud the -•eu"T ....tpvlatioa to .... 

I jJS all the ...S deaift4. file pi II ' IN OZ' de9ieN 1i1!111JR 

di-adoa - to tall. ..,.., pi dal.., td.t.ld.a tile lnpep 

qaoW, apn. hoa tM __. or ftatelee t Cp, T. 1lpite4 

!!taW· t11e iat.at ot the Jlftllt1- 1a to ua1.t. aw • 
apartcoa ud tile naalt.a 0U'17 oat. t.ilet lli&eat. •lklunw 

the - be pd.4 0111' 'llaatowcl' 1' 1a pla1a tat tim'a 1a • 
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tor tba ~\ ~ tba Gw • a:port.er u4 wld.cb ...ut. 

Ida 1D tM opcttiOil ~ it. 

rw tbe tonco._s ree••• U 11 IV' op11d.OD tllat 

tM ~ Deo.h1GII pnpoHCl to M btued tar \be ~ 

ot ttae 'fnuuz7 1a 111UdA t.-. ~w ot a.otf.Oil 1101 

ot tM hritt £ot ~ UIO, uti JU t .. 11 appzopdaw to 

oal'r7 Gilt \be .udaw ot \bat ataww. 

~. 
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Jypt A. 1931 

!III,Jr. reported to Secretli.ry Bull thllt Phillips wr.s Yery 
helpful in preparation or reply to as~ssador and that sit­
uation in Europe extremely ~d; that Bank of England had 
culled Federul Reserve of Hew York and were very •ucb d11-
turbed ~ving temporarily lost control ot the pound. 

Filed 1n Stabilization Folder under date or June 3, 1936. 
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June 3, liMtS 

KU,Jr. talked to 
of !lew York, over the 
of the conversation.) 

Knoke, of the Federal Reserve Bank 
telephone. Attached is transcript 

Afterwards he called Secretary Hull . 

The Secret~ry said to Ur. Hull , "Ur. Phllll ps was very 
helpful on the letter whi ch he helped us to prepare in answer 
to the British Ambassador. Please tell him that the Presi­
dent made no changes and that Bewley 18 collllng 1n here today 
nt 12 and I will hand it to him.• 

He aloo said to Secretary Hull , 1 The situati on i n Europe 
is extremelY bad and they have a tremendous flight of capital 
out of Shanghai . The Japanese have fright ened them and the 
speculators are running out . The Bank of England called up 
the Federal Reserve and they reallY are quite disturbed. They 
ea1d, 'We art- fighting a rear guard aot1on and we do not know 
bow much l onger we are going to be able to do 1t . 1 1 He then 
gnve Secretary Hull the gist of h1s convers~t1on with Knoke. 

He also informed Secretary Hull ne follows : 1 The English 
have temporarilY lost control of the pound and the Bank ot 
England cal led up the Federal Reserve and asked what we could 
do here and the Federal Reser ve, i n turn, asked t hem what 
suggest1one they oould make. • 
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HIIJr: 

Operator: 

H!IJr : 

Operator: 

HliJr : 

Operator : 

HIIJr : 

Operator: 
L. W. 
Knoke: 

llllJr: 

K: 

HIIJr : 

K: 

HliJr : 

K: 

HIIJr : 

K: 

BIIJr : 

K: 

HIIJr: 

!C: 

BliJr : 

Wednesd&J 
June J, 19.36 

this call from Paris , cut it orr and I'll 
talk to Paris. 

All right, sir 

And Knoke ' s talking, have them send a word that I 
want to talk to him. 

All right . 

Please 

All right . 

Hello 

llr. Knoke 

Yes, llr . Secretary 

Knoke 

Good morning 

Good morning, I have Taylor and Lochhead here with me 
and I t hought you might give it to me fresh, first hand 
about your talk with Bolton. 

Yes Bolton - 1n order to 
keep in touch. 

B-o-1-t-o-n? 

B-o-1-t-o-n 

Yes 

Bolton - he said things were bad for Europe today, 
very bad for Europe. 

Yes 

France so far had lost about between seven and eight 
mill i on dollars to Hew York. 

Yes 

About ten million dollars t o the British -

Yea 
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I!Jijr : 

K: 

.i.Jijr : 
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Hlijr : 

K: 
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He added , - •You know of course t hat we are Jus t 
f i ghting n r ear ~Uard act ion.• 

Yes 

' 'llbat is the use of i t after all? ' 

Yes 

Bol land has lost today between five and six million 
dol llirS . 

Yes 

Switzerland has l ost between five and ten milli on 
dollars . 

Yes 

Be said, ' Between you and me, we are much closer a 
decisi on than we have ever been, and that goes 
particularly for the Swiss •. 

A decision? 

Yes - some devel opment . 

Yes 

That goes particularly fort he Swiss . Be asked what 
was going on here . I said nothing. (Laughs) 

Yes 

We are not doing - I don ' t. know of anything that 1t 
being contemplat ed . 

Yes 

I added if aDfbody wanted ~ per sonal opinion I 
didn't see what we could do - how &DJbodY could 
make any sugges t i on, -

Yes 

- until things had happened in Europe. 

Yes 

In other words I didn' t sea how &DJbody could dat•r­
aine on operating in aterlinl at thia i 1 or do 
anything. 
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lllljr: 
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!es 

And - wait a second , - what else did he say? 
oh, then I spoke to him about the - I sai d t here 
were two sore spots in the world , the one was 
Paris , particularly again so because or the strikes -

Yes 

And the other one was Shanghai where I un:!erstood 
there was the sturdiest definite flight away - flight 
of capital underway . 

Yes 

I discussed the detai ls a little, I said it seemed t o 
me what was happening was that one day the Chinese were -
the Chinese authorit i es were sel ling sterling to the 
speculators who dido ' t want dollars but wanted sterling 
because of the discrepancy in the rate . The Chinese 
authorities evidently were carrying - were not carry­
ing large sterling balances, as a r esult thereof - they 
were selling sterling to the speculators of one day and 
the following day they were buying the sterling back in 
the World ' s market . All of which just added to the 
cri ss cross of the movement . 

Yes - Well , that movement in Shanghai, I gather it 
takes quite large proporti o.ns. - ? 

Well , as I told to Lochhead on that, confidentially 
t oday four million pounds was done today. 

Now, what did they do , buy or sell sterl ing? 

The Chinese aut horities sell the sterling . 

Sell it? 

- in Shanghai t o the speculators . 

And 

Then not having the ster ling, having dollar balances 
only, they go into t he London ~~&rltet and sell dollar s 
there t o get t he s t erling. 

Yes , but I wonder i f I ' m jus t t hinking whether --
I•m just trying t o think - l etts just say for in­
stance they 've got dollars here -

Yes 
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Now just let ' s us think en arr~ngement out - sup­
pos81ng we could arrange and Ne srtd to the British, 
•Now, we'll sell you some gold ' -

Yes 

And t he British give us sterling - they pay for 
that with dollars, don 1 t they? 

The British' would pay for the gold in dollars, yes. 

Vell, let ' s put it this way - supposing the 
British bought the ten million dollars worth of gold 
that the Chinese had here? 

Yes 

!low, would that s ave an operation? 

l'lell, tll11t would - then the British I should imagine -
no, that wouldn 't help because the operation the 
British have to undertake 1s the purchase of dollars 
1n ter ms of sterling , which means they are selling 
sterling in order to keep t he rate down. 

Yes 

Then, having purchased the dollar they convert those 
dollars into gold . 

Yes Yes, but look, if they want 

What they can do~. Secretary, of course they can do 
this , -

Yes 

They can say to the Chinese, •we will buy dollars from 
you and give you sterling '. 

Yes, well that ' s what I mean. Well , that ' s the same 
as buying their gold here, isn't it? 

Well - only there ' s a -you see - no, they would 
buy the dollar balances !rom the Chinese and then 
they would have to convert those dollar balances into 
gold . 

Right well, it ' s the same thing- as 1! we would 
give them new gold and I was suggesting gi ving them 
this Chinese gold, here. 

Well, only that of course they can do as is. Thera 
would be no - there would be no r eason why t!l& 
British today can' t ask the Chinese to transfer the 
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gold to t he name or the British the Bank or 
England here. The Bank of Engl&nd has it under ear­
mark. 

Yes, well , wi1ich gets back to my first suggestion, 
I think. And instead of doing that we - they trans­
fer the ten million earoarked Chinese gold to the 
account of the British Bank o f England . 

Well , the Bank - all right, yes , the Bank of Eng­
land gives them sterling 

Archie says I ' ve got an idea. 

And the Bank of England gets new sterling , that ' s 
fine , yes . 

Now l et ' s go through this once more, because you ' re 
talking to you know a gentleman farmer you know who 
isn't supposed to know anything about foreign ex­
change. 

(Laughs) 

Now let' s just do this once more. 

Yes 

What I am suggesting is - China bas dollars and they 
want to sell dollars and get sterling, don 't they? 

Yes 

What? 

That ' s right . 

All right. Now they ' ve got - the English want to sel l 
sterling in order to keep the pound down and they need 
dollars, don ' t they? 

Yes, that' s right. 

Now, we've got the Chinese have here 1n New York 
botn dollars and gold . 

Yes 

BUjr : So the English aay to the Chinese, 1You want sterling, 
we 111 sell you ster ling tor your dollars or for your 
gold' . 

!l: : That ' s right . 
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HJijr: •-- right in New York' -

!( : 

Hlljr: 

!( : 

llll jr: 

K: 

l!!ljr : 

K: 

Bll jr : 

K: 

BIIJr : 

K: 

BIIJr : 

K: 

I!Ujr: 

K: 

llloi Jr : 

IC: 

Hl&jr : 

K: 

That ' s right. 

•And will it be agreeable if the United States Oovern­
mtmt should transfer t hat t en mil ' ion dollars worth of 
earmarked for China , will you do the same for Oreat 
Britain? ' 

And that' s right up to the very end, Mr. Secretary , 
because the last is not necessary . The - well , they 
might want to - The Chinese might probably add that 
that's true but we would be willing to transfer it to 
the Bank of England, -

Yes 

in our vault . 

Yes 

No, that is a detail and anyway under your plan the 
British would have means of keeping sterling down . 

Yes 

Because they would take the gold here in London and 
give the sterling to the Chinese who needed it. 

Not the gold in London. 

Gold 1n !lew York 

Please 

Yes 

!low say that 
can e i ther take the 
dollar balances . 

That ' s right. 

they ' d take it here or they 
gold here or they can take the 

And it' s - in other words they'd operate through 
the Federal Reserve and take care of the Shanghai 
situation through New York. 

That ' s right , to t he extent of 

And and to t he extent or the amount or money 
they ' ve got here . 

That' s right. 
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But it's like all or those things, it keeps the Chinese 
out of the speculative market and puts it 1n the bands 
of the Central Banks and the Government . 

That's right . 

And puts it under their control. 

That ' s right . 

Right? 

That ' s right . 

Now listen, you think this thing over and then call 
Archie bacK and you fellows thrash this thing out 11nd 
see whether I haven ' t got an idea. 

Fine, I ' ll do that. 

You see what I mean? 

Yes 

That 110uld take care of the situation which is driving 
sterling up. 

Yes 

What? 

Yes, absolutely 

Well, if t~ey do four m~lion pounds that's a hell of 
a lot of money. 

Yes, because there's four million pounds another day 
and they ' ll all be shot to pieces again. 

Right 

Well , Henry, I' 11 think it over 

Think it over and call Archie back and see where -
what ' s tpe mo~tter with i t . 

Yes 

What? 

All r i ght . 
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Hlljr : 

K: 

!!Ujr : 

K: 

Hlljr : 

i( : 

Blljr : 

_,_ 
!low, on the Furopeen thing I don't - they've got to 
ask us tor what they want Ill to do, that' s wbat lt 
aaounts to. 

Yes 

I mean he ' s the gold buyer 
that we can suggest . 
Cochran at Paris now. 

tor England, there ' s nothinl 
l' ve got a call 1n tor 

Yes all right, slr, I'll talk to 

Talk to Archie and see it that's any good. 

All right. 

Goodbye. 

Regraded Unclassified 



Wednesday 
June 3, 1936 

Hloljr : Hello 
l!. w. 
cochran: Bello 1 llr. lforgenthau 

!llljr: 

C: 

!llljr: 

C: 

Hloljr: 

C: 

BliJr: 

C: 

Hlljr : 

C: 

HIIJr: 

C: 

Hloljr : 

C: 

IIWJr: 

C: 

HIIJr: 

Good morning - hello? 

Hello, Mr. Morgenthau 

Now Cochran, what we hear so far from abroad is not 
at all good today. 

It ' s not been a goodday. 

Now, I wondered if you could throw any light on it . 

Yesterday when I cabled it looked as if the labor 
situation would clear up. 

Yes 

Instead it got worse. 

Yes 

So that strikes have spread through a number or industries 
1n addition to the metallurgical industry with the 
r esult that there are about two hundred plants now 
involved. There are no serious troubles. Bvery-
thing is orderly so far. 

Well, llbat are tbey striking for? 

Kore wages, a forty bour week ~d so on. Principally 
more money and a forty hour week. 

Well, has that any connection with the change in Govern­
ment? 

No, it bas not. The Government is somewhat - the new 
Government is somewhat embarrassed over its coming at 
this t1•e. 

I see. Wel l now, has that got a 
people? 

is that frightening 

Yea, i t is frightening people. The price of currency 
has from the currency has increased today . I 
Just saw lr. - our friend at the bank - he said 
dollar sales bave totaled nine milli on dollar !! --
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C: 

l!lljr: 

C: 

illjr: 

c: 

111.1Jr : 

C: 

IDIJr: 

C: 

IIIIJr: 

C: 

!li.IJr : 

C: 

WIJr : 

C: 

BllJr : 

C: 

l!ll jr: 

C: 

!ll.ljr: 

C: 

!li.IJr: 

C: 

I!IIJr: 

-2-

Nine 

Nine million dollars? 

That is not awfully big but still it's the biggest 
we bave had for a while. 

But, Cochran --

OUr friends across the Channel disbursing - to the 
extent of one hundred twenty-five b1liion francs today. 

Yes 

At the control . 

Yes , but Cochran -

What it is? 

Hello -

Yes 

can you hear me? 

The strikes in Paris have nothing to do with the Dutch 
situation and the Swiss situation. 

No 

And they ' re very bad also . 

The - there is no reform on the devaluation. Many 
of the dollars Which are sold here are for Swiss 
accounts you see? 

Oh 

t_ mean most of the -

Yes 

are bought by the SWiss. 

Yesterday- the neighbor here, you know, the Guaranty? 

Yes 

Sold about six million dollars, most of which were 
bought by Lombard or Swiss accounts. 

Oh 

I aean there 11 a rear 1n all or these countriu, 
you t<ee? 

Yes 
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C: 

RIIJr : 

C: 

EliJr : 

C: 

f!&IJr : 

C: 

RIIJ r: 

C: 

RIIJr : 

C: 

lllljr: 

C: 

!lllJr : 

C: 

Hlljr: 

C: 

Rlljr 1 

C: 

RIIJr : 

C: 

l!lijr : 

-3-

Yes 

to the Netherlands and to a lesser 
degree from Switzerland. 

Yes 

The Netherlands is losing gold 
land losing gold to France -

Yes 

; Switzer-

France losing gold to the Swiss control, to British 
control and also to Belgium. But I don't look for 
anything to be done this week. may resign 
tonight or tomorrow. 

Who? 

The government -

I see. 

This government turns in its resignation to~orrow . 

Yes . 
And the new government ••Y be set up Friday or 
Saturday. 

Yes 

But I do not believe it can get around to giving 
its declarations and so on -

Yes 

- before Tuesday . 

Before Tuesday? 

The situation 1s bad enough, they aight burr)' 1t up. 

Yes 

tea 

most or the people with Whom I talie~ anticipate 
government declaration . 
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C: 

Hloljr : 

C: 

!!lljr : 

C: 

IDijr : 

C: 

-4-

- for the night and they look for no action or a 
~onetary character before the government has given 
declarations and there is observed a reaction thereto. 

Yes - well now, I don' t know llhJ, but we get here 
the reaction of nervousness which I heve never gotten 
before. I mean such acute nervousness . 

I know the foreign banks are getting al1 IIBDller or 
calls from their New York head offices . 

Yes, yes 

They're nervous about the further interventions here 
to take gold, you see? 

Yes - well , if you --

I told you today that our friends at the Central Bank 
have offered to pUt trucks, their own trucks, at 
the disposal of the Guaranty. 

~Jtjr : Yes 

C: - to take gold to the ports. 

Hloljr : Yes 

C: 1n transportation. 

!!lljr : Yes 

C: That's the principal worry now­
tation service become involved. 

llliJr : Yes 

lest the transpor-

C: metallurgy and automoti on -

lllljr : Yes 

C: The strike has spread to laundriea and all .anner ot 
things . 

i~Jr: Now, has the French Press given us pretty good publici t7 
on our bond issue? 

C: Yes, the~ have, they gave rather good details and 
one or two papers so t a r hava carried notice of the 
heavy over- subscription. 

lllljr: Yea 
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c: 
BIIJr : 

c: 

WIJr: 

C: 

Blljr : 

C: 

HliJr: 

C: 

HliJr : 

C: 

HIIJr : 

C: 

Hlljr: 

C: 

BIIJr : 

C: 

li»Jr : 

C: 

Bllj r : 

C: 

LliJr: 

C: 
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Some papers should carry more . 

Yes 

But they try to refer to it as the'largest post-War 
Treasury issue.• 

Yes 

And when I got your wire 

Yes 

- giving the details -

Yes 

I got out a circular 

Yes 

t o the Paris American banks and also to most of qy 
f riends in the Central Bank. 

I see. 

So with that being a holiday I got the informati on 
to them by Tuesday morning before they had the papers . 

So that was helpful? 

Yes , now I had nice acknowledgments, including one 
from the Hanover Trust here -

Yes 

'This information today has already been useful in 
answering the inquiries or several or our interested 
clients . • 

Fine well then that ' a a legitiute wa:y of gid.ng 
them something in return ror tbe in!oraation . 

The Pr eas never did give abaolutely as much detail as 
you gave me. 

Good 

Oh, it was Just swell, really . 

Good - all right, Cochran, now don't besitete to eitb• 
telephone or cable it an,thiD& breaka. 

•11 rigbt, tine. 
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Slljr : Thank rou. 

c: All right, sir. 

!Dijr : Thank you. 

C: Goodbye. 
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f'"COIU,AI. AES&ftVIE BANK 
01" NrN YO"tC 

CORRESPON DEN CE 

SUeJECT· I W .... J Olliii"'t!JII 

Ill'. Bol\Ga oalle4 .. •' 10al6 ~. luopo bad ba4 a, .. 
4ltf \OdaT, ll'uoo lolial aboa\ ..,,ooo,ooo ..... ooo,ooo ot aold • 
... tortr, aboa• QO,ooo,ooo 80 tu \o toalloa, loJ'u4 ab~M\ tl,ooo,ooo 
1114 hUHI'lu4 be\ ... ta,ooo,ooo •• a.o,ooo,ooo. Bol11D4 bad 
reiao4 1\1 4hooa\ reM \o • 1/a$. •• fu • • Uao Br1\11b ,..,,. 
tptJ'aU•• wvo -•onad, Bol\oa Mill, tha\1 u wo of -r•• ••• 
·~ ••n J•at fiC.btlq a rou-parll aeuoa. OYer 1a luopo P-.1• 
"" aow apootiD& tale trblo1Mlp• 1Jl ~ee OD tale alaUa, that 1--. tbe 
411 011 llbioh Blwl preamh bla eabtDe\ \o \he cu.bor ot 0.,.\iaa. 
u 1111 pv--.1 op1a10D1 Bol\oa a.Yoll \bat tblqa bne D"er beta •• 
Ololt to a tiDal dooiatOD U Ul111 wore ~ aad \btl WID\ puUCIIIlul;f 
tor \ht h1aa. AI "101'41 \be Dll\eb atW.UOD, be ....... wltal •• \bat 
t bcre ... a DOble ba\\le "-' tt na dcNbU'\al wbe~ 1\ •• 1\111 •lth 

I ratenecl \o tbe flllbt ot ~.,lW tba\ •• NfOI'M4 f ... 
Cb!Aa &Dd \o \be •ebMIO oporaUODI ot \he threo 10•-• llaiU ~­
._. ro,onad to bawe b ... .,., wbn.\1111 tuba \he lu\ f• tlir•• I 
..,la1Do4 bow aattora lookoll \o eo, \he\ 11 U..t \he t=nf • \be JU' 
It \he llllDeM a)M81a\ora wu for aterU., nUau tMa tea> ..Uan, U1at 
tile tbrM •••-•• IIMI£a, aftel' ~ tlaia tnnf, W .... taM 
tile Mfte\ _. ... _. 4eU an ta\o aterltal tor 4oliftl1 ....... UMilJ' 
~~~ .... I'Miillt .. w tbe ~ p1 ..... at tbe ,.., ... 
cwu.., Neb MJJI .. aterltal .....u, - •e - ta a ........ 

tba, --... u.all a. toll 'sa t1ir _. .,_ u M* ta \he wrW•• 
Jetnf .. •rt tl'1 t '"" a j 
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tr'EOI.ftAt.. ftl.elllltVI. .AN I( 
0~ N I.W YOfii'K 

CORRESPONDENCE 

5o A" 

DATI< ....... 1JII. 
.couu•ru.~t n1o11 

SULJECT 1' PI -------­

liD •••• ••••• -·-
_,_,, r••~ ott..S SA tbe '•«• Ml'llft " tbe C!beee 8D4 .U.• 
blllkl wUb lar lae•ena oc.aeoU••• le WD4en4 lbU tiM MW wae

1 
10 40De. I r.,Uecl I ..U ~ liMe a peee, *• wae Ia .... , 
ot u,ooo,ooo 1a uae lan t• ... 

lol'- alked • ...._. wa "" do1q ..,uaSAa 8D4 l •14 Ida 
•• ••n Cllll;f •••abial· nas.e, U ... eel M •e, l eMed, ne Uaa lair 
'li1DI •• 001114 • aw 'ben ....... oluitt .. u• ot tile a•lftl 
1UuaU011 1a llanpe. lol'- ..... , ooal14el'illl till' ft nn ....... 
ot 1111 ... ..,. 
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Mr. Bewle7 cue 1n and the 8eo~t&l"1 handed hla the letter 
t o the llrlthh .t.bueador, (Cop7 11 attached.) 

!he 8eo~t&l"1 eaJ.d to llr. Bewle7, ''!'he onlJ' other th1n& 
I a1ght ..,., quite trankl.7, ie that I han not had t he tll!le 
to continue the oon•eraation we had the l.a.t t11le JOU. wera 
here. I Bewle7 reaan:ed, 1 I want to oonaratul.ate JOU on JOU.r 
t1nancl.D6. It ie a great auooeee. Bo doubt that baa kept 7011 
built.' IDl,Jr. ananrad, 1 '!'hat and the tu blll. I u 61,... 
1ng nry careful oone1deration to the aeaaege w!Uch 7011 
brought ae. I de not quite underatand now ~ the people 
abl'oad •e• part1cul.&l'l7 nerTOUe toda7 and I want to tell JOU 
that there seeaa to be a tllght ot capital troa flb•ngh•1. 
One of the ~uona tor the riee 1n .terling ia the hea1'7 bu7-
1ng ot .ter11ng 1n Lo~adon 'to' Cb1na, but 1n quite huge UOIIJ.Ilta. 
I aa Ju.t thro1r1.Dg thia out t o 70u - whether or llOt we oan 
be ot an: help due to the t aot that the Cbineae han balanoea 
here with ua tor .tab1Uzation purpoaea. I de not .mow and I 
aa eort of throwing it at JOU. !ha,- de han dollar bal.anou 
with u• to be u1ed tor .tab1Uu.tion purpoaea. 1 Bewlu' e r.­
epon•e wae, 1 I will au thea 1n London what their poaitioll 18. 1 

Oo~at1.DU1Dg, IDl,Jr. aaid, 1 The7 are hea1'7 bu,yera of .terllll& 
and th1e oou1d be one of the aubatutia1 raaao~aa tor the riae 
in aterllng. It ia 5.02 thia 80rning. 1 JbwlU reaartted, 
1 !he7 are afraid of trouble with .Japall. 1 BII,Jr. 'a -•~at 
wae, '!hat 18 the lnterp~tation that the ahaeae apeoul.atora 
81•e. lhat the7 are 4oill& now ia that the7 are soiDS lnt.o 1. 

1our 11411tet and buJ1ng .terliDS ud it 1a one ot the thln&• 
we talked about 'llhen 70u were he~ laat. And that 1e, to put 
the bn.ltea on the lnt.ernational apeoulatora. 1 Bewle7 atated, 
'I aa quite iSDOrant of the eltuation and I will p~eent it t.o 
11:1 people. • 

'!he. 8eo~ta17 thell told Bewlu, •n 1a llOt a particular 
worr;y ot oure, but it baa been blr'ou8)lt to our attantioll. 
IDowing the taota, 1t alght be helpful. I u Juat 61rtns it 
to 1ou tor 'llhat it ia worth. I do hope thet onr the wek­
ell4, I w1ll ha•e a ohanoe to 416e.t the aeaaege wbich JOU 
brought to •••• 

Bewlu thall had the t oll0'1r1116 to ..,. , •nere ia one 
acre polnt I ahould like to br1..a6 up at. thia t11le. I u 
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not Udruot.e4 t.o pr .. e tor an Ulaftl'. I u luat. 11lt.ar.at.e4 
to know, - wbethar the llrit.hh Go'fti'DMnt. ooul4 '11117 dol.lare 
1n the UD1 t.e4 Ita tea ani OODYe~ 1 t. 1Dt.o 80141 t.ha -:r other 
oount.rtu do 'llhlola are on the soli at.u4ar4. \lot.e: t.hle le 
not Yerbat.1a, but the Slat. ot what. llr. Bewlq aaUd. ) 
D,Jr.•e repl)' we, 'I O&DDOt. 61Ye 701l an m ... r DOw.• Be .. 

111 8t.at.e4, 'I qul t.e UD4erat.au4, but. l woul4 like )'Oil t.o OOD­
a1der it. • The aeoreta%7 e~la1ne4 the tollowlDS t.o Bewle7: 
1Iou appreciate t.he lt1D4 ot 8014 etu4ar4 " are on. !hoae 
oountr181 'tdlo are on 8014 OaD bu1 or 8ell 8014, but. t.he polllt. 
hu nenr been ra1ae4 to' aD7 ooUDt.l')' exoept. lwecleD, 1ll t.he 
eue aort ot 1.fttol'IIAl. IUDiler, ae t.o whether thq ooul4 eanark 
sold tor the Oent.ral Banlr. ot Swe4au. There 18 not.lalng 1ll our 
law which would lteep ue ti'Oil 4o1DS 1t. It. 1e purel)- a poU07 
aat.t.er md it we deoi4e4 it. wee 1D the -t.ual 1Dtereat. ot bot.h 

oountr1u it. ooul4 be done 1aae41atel)'. • 

The Seoret.&r)' then N.14 t.o Kr. llewle7, 1I do DOt. qult.e 

underat.and 111:17 t.he,y are eo nenou8 t.o4a,J all onr Europe -
Do t.he,y ltDOw eoaet.hiDS that. we 4o DOt. mow1 - tor t.ha UIOI&Dt. 
ot sold .110T1Dg there 18 not. enough t.o Juat.iZJ the nenouene ... 
There wet. be aoaething elee. I hope o..,er t.ha weelt-enl to haft 

IOM t.1ae t o do a Ut.tle t.hln)'tns, 1 
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111 dear Ill'. Aa be 18&4ol': 

nll. 7ou plea1e tranau. tor ae t.o the OhnoeUor ot 
the IXohequer '117 11110~rt ID4 &ratetul apprt01&t10D of h11 
tr1endl7 aee•aae wh1oh •• :b.&Dcled to ae l:IJ Kr. Jltwlq. 

I aa glad to llarn t.hat w are 111 ant1re -cre•ant t.hat 
there lhould be tall. and tr&Dlt eo• •n1oat1oD bet.nan t.ha 
two !reaaurtu. 

I ~&r~e 'llholehearte~ with Kr. alwlberla1n that t.ha 
olo111t and 110et tr1e~ oontaot bttw1en Ul 11 41a1rt'llll 
111d I will be haPP7, therefore, t.o aY&ll rq1elt, aanenr t.ha 
oooall.on arteu, of the proffered 11M'1011 of llr. Jltwlq. 

8111oerel7 7our1. 

(llant4) BID17 llorgenth&D, Jr. 

8eoreta17 of the frtanl'J 

Hie lxoelleno7 
!he Honorable 81r 'lc!n1l d LlDdlq • 
Brit.llh Aabal8a4or, 
lalhlD&t.on, D. a. 
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., ,..,. Ill'. •• • ... ... 

ftllJOI& pl ... \rt•·t- hi'-
~ \U Cllaoell.U'., tu .. ,, ' • 
_, llDOeft ad CJ"a\etvl appN01aU• 

of ll11 tl'teD416 ••••a• 111a1.. Wll 
1W14e4 to - ..., ... lwli7. 

I .. &la4 ~ 1 .... ..,__ we ... 
1a eaure •& ana\ U.\ t.tare r' rrl' 
'lie h.U aliA truk I INU.. .. ...... ~-.~. 

I 'I II wlllollbM'"h'lJ' wta 
llr. Cbl ...... laU \11&\ tu elo-' ... 
.,., tn..U.Z 1011\.M\ --.. ..... 1a 
4 .. 1rable aA4 I •111 'M u,pp,, t.tv .. 
tore. to a..U IIIIJIIlt,........, \be 
oo .. loa U'l111, ~ \toe prott_... 
llftlOII !If ....... lQo 

ll•nnlJ' ,,.,., 

1111'1\arf til "" !l' • ., 

I111U1U.._ 
ba lloaonbla Iii' ' 14 """"' • 
lrl\~ 1 ' •=•' r, 
lfan•nct=, D. a. 

Regraded Unclassified 



Jr ._.- lr. •·ts••1 PI 

I ....... wllola• ..... 'J wit~ .... ~--,--~..n-­•• , ll'l..all ....... , ......... u 
Ul~ll aD4 I wlll 'M l:app.J • Q .. 
ton, \0 a.U ~~reelt, wllnlt'• tale 
UJPIS.• lll't.M10 d .... ,...,., ..... 
..... ~. ... ., ...... 1 •• 

II.PtlrllJ Jllrlo 

S IIFdMJ 1111 .... II PIAl 

1111 11:1 ruw,.. 
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,_. • • 111M. 

l tll ,_ pl.... .. edt ,_ - to ....... ~ ., 

tile~...- ., ..n at=·•• ...... tehl •,..•ll•Uaa et U• 

ftFT ...... ~~a~ol•• 

I • "•: 3& 11M to 1- tlaa\ .. an ia apu ' 

that hll aa4 tn.ll u ' , .. uaa 'Mtua tiM-. ~»••-.t•• 

.., nll '"" to - .... \17 llll1 .. 1t .... ·=· ., tn.ltllee 

of I 41~ WUU an \o 'M NU1tan.il7 e•u II HI, ... 

I t .. l oaat14at tu\ tbo onaltll.-•' of • uu..S.at _, 

epooq ets.mol ef o~oauoe 'M'aa• 11:r. Cllt,.....laia _. 
I , 

117"lt will faollUato Qe attah •" of •1• ,........ + -o. 

~ I will lie uppy, thontuo, to ..Ul .,..u, ••rrw 
\llo ooouloe ariMo, ef tbo ....,..__. ...n ... et .,.._ 

I 
•· lnlq1w IOhlla O!U 1Wts Wi iw tt &lie • 

• 
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DIA J! 

~. a, 11111. 

WUl ,._ pl .... , ... _.' tu • to •• "'lwoeller e1 

tile IMil..-r liT ..n aiM_. _, patehl, a,.ulaUoa et U. 

TV'f .. 1.- ...... '111.1ob •• IP•'tfo4 to • 1a ,_._ "'llr . ..wl.IJ'• 

I aa \*SSI 1W te lMl'D tbat we uo la .. •ewmt 

tut tlall aa4 h !r •• toauoa \otwea tiM W. beuut." 

_, well ,..... te lll VI•U7 aut .. U Oo ••• FIJ' Volllllotl 

ot a 41~ w.U OH to 'M aaU~on.tl7 •••n••, _. 
I feel o0Dt14•t tbat tho on.bll..__, of a t~~~Wo.l-' •• 

•PM47 o~ol of oa mtoauoa 'Mtnw llr. CllaaMrlata _. 

IIJ'IOlt wlll faolllkto tiM atk'rn•t of tblo ,..,. ... 

I .s.u "'~aa,,., tta...r ... , to ...u .,..u, ••••• 
t ho OMUlCID ar11010 If till ~ .... .-ft ... If ,._. 

II', lnliJ' aa LlaliCID Oftll .. M'UIW 01 two t .. ual'l ... 
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Ull ro• p1eaoo \I"Ueal\ t• M \e \M •·••U. 
ot \lie rzout~rr IV .. , OlMrs a4 .... Wlal IP;li'Mia--. 

ot 11.1a .,.., tl'l~ .. ...- wlalu we .. .,., \e • Ia 

pa"- biJ Jll', lewli!Fo 

l U 51&4 t.o 1 ..... \bat. ft ..... Ia ea\lre .. OIZIR\ 

\lie \wo 'l're&oarlM. at.o '-1 nU pi'OYO t.o lie ---"' 

uta.~ lt t.U oill'l'r 11J t.rellb1M ot a 41801"' 114 WOI"l& ... 

t.o be oat.let&O\ol't.lJ OYei'UAio 

l ...... Wbol~ wl\ll ... ~ \llat. 

\ho oloo"\ u4 No\ tl'l~ .. \aot. --.. \lle \ft 

freallll"loo lo deolftlllo 0114 l 11'111 1M IMIIIH, Ullorotoro, 

\o a't&ll IIIJOOlt 0 n•rrer \llo IIIUioa ar\OOOt ot Ulo 

protfere4 ..... , ... ., ... ...1.,.. 
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Ill APt 

I'Ul ,_pl .......... , ,_- .. ....... , • ., 

tilt bt.~ ., ..n daa•e _. pe~ eps-adeUaa fit llU 

..,., f"JMM ...... , wllllll wa Ill , .. " • Ill ,...._ 11r •• Is a.,. 
~ 

~~;;:t,k,...~:t:!:J~~a--~ 
~~ ~,'7! J !. t·r.~ . • ea ._ ·· T.L:. J.i ,.... .. 111 Wl•tl7 a.w:s: U tlllt eu1 IF tNP1ee 

of a dlaaa bn4 -u Jue \e M eaUaf~ uuw 11 s, _. 

I fNl o.n._, \bat Uae ana..u.a.• eta ••• '-' _.. 

•PN41•"-l et •-ua1eaU. Mba• •·,. .-arlala _. 
111ttlf WS.ll t aolllta\1 tbe at.u-t et tllll ,...,.... 

I wlll M u pw, \bent ... , \o lftll 10""• '111•19W 

\!It OMaaloa u1.aee, et \lilt ,....,_... ....n ... et ,._ 

• • a.-1.., .. Llal .. ottl ............ ~. 

, 
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Will you please transmit tor ae to tne ahanoellor 

ot the Exchequer IIIJ' moet e1noere and grateful apJlr'eo1at1on 

ot llU very friendlY aeuage wh1on -• banded to me 1n 

person by Ur. Bewley. 

I am glad to learn that we are 1n ent1re agreement 

tnat. there should be full and frank ooiRlllunioat1on between 

the two Treasuries. Th1a may well prove to be urgentlY 

needed 1f th currency troubles of a d1eordered world are 

to be eat1efactoril,y overcome. 

I agree wholeheartedlY w1th Kr. Chaaberlaln that 

the closest and moat friendly contact between the two 

Treasuries 1e dee1rable and I w111 be happy, therefore, 

to ava11 myself , whenever tne ocoae1on ar1ees, of the 

prof fered eerv1oea of Mr. Bewley. 

' 
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D R A F T 

June z, 1936. 

i¥111 you please transmit for me to the Chancellor or 

tbe F~hequer my 1110st sincere and grateful appreciation or his 

very wel come message which was handed to me 1n person by Mr. Bewley. 

I am k~ glad to learn that we are 1n agreement 

that t'ull and frank communication between the two Treasuries 

uy well prove to be urgently needed if the cUl'rency troubles 

or a di sordered world are to be sati~ractorily overcome, and 

I reel confident that the establishment of a convenient and 

speedy channel of communication betvreen Mr . Chamberlain and 

my~elt' will facilitate the attainment of this purpose. 

I will be happy, therefore, to avail myself, whenever 

the occasion arises, of the proffered services of your 

Hr . Bewley as Liaison Officer between the two Treasuries. 
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June 3, lQ3~ 

Taylor, Lochnead and Hau ask ad to e ee t he Secretary 
before Bewley arrived. They came 1~ and HW,Jr. asked, 
"What ' s the latest worry?• Taylor answered, 1 Chineee. 
As tar as this particular conversation, we don 't think 
you ought to talk about it." And HU,Jr. wanted to know 
way . Taylor explained, "Because it you talk about that, 
it opens uP the whole thing; in other words, if you are 
wilting to do lt on the Chinese, they can say, 'That's 
a nice thing, but 1t doesn't do ua a helluva lot of good. 
Does that mean you are going to let us buy gold'?. • HU Jr. 
asked Haas wllat he thought and Haas answered, 1 Lb' view is -­
I get the sane answer that he does, but I go at it a little 
differently. They gave you thle co~unication andthey 
are in SOQe diftlculty this morning. Tninge are not go-
ing so well and they are waiting for a reply on gmeral 
policy. Then I think if you ml.Jt t hem -- although the 
Chinese is a good proposition -- but if you mu lt at thie 
stage , I think you are liable to get confusion ln the sit­
uation on this big questi on, which I think would be un­
rortun~te . I think there 1e a possibility it might not, 
but there is the poseibility and I think the other is too 
bi g to take any chances.M HU,Jr. said, 1All right . • 

Ur . Bewley cane in and the Secret8l'Y handed him the 
let~er to the British Ambassador. {Copy is attached.) 

The Secretary said to Ur. Bewley, •Tne onlS other 
t u1ng I m16ht say, quite frankly, is that I have not bad 
the time to continue t he conversation we had the last 
time you were here. • Bewley remarked, 1 I want to con­
gratulate you on your financing . It is a great succeee. 
!lo doubt t hat has kept you busy. • Hli,Jr. answered, 
'Tnat and the tax bill. I am giving very careful con-
sideration to the message which you brought me. I do 
not qui t s understand now why the people abroad seem par­
ticularly nervous t oday and I want to tell you that there 
seems to be a flight of capital from Shanghai. One of 
t he reasons for the r i ee in sterling i s the heavy buying 
ot sterling in London by China, but in quite huge amounts. 
I am Just throwing th1B out to you - - whether or not we 
can be of any help due to the fact that the Ch1nne have 
bal&noee here w1tb us for atabil1zation purpoaee . I do 
not know and I am sort of tbrowJ.na 1t at you. They do 
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purposes. 1 

London what 

-2-

balances with ~a to be used for stabili~ation 
Bewley's response was , 1 I will ask them 1n 

their poaition is.• 

Continuing, KU,Jr. &aid, 1 Tney are heavy buyers of 
fterl1ng and t his cou1d be one ot the substantial reasons 
tor the rise in sterling. It is 5.02 this morning. • 
Bewley remarked, "They are afraid of trouble with Japan.• 
HU,Jr' a comment was, "That i s the i nterpretation that the 
Chinese speculators give . What they are dqing now i e 
that they are going into your market and buying sterling 
and it is one of the things we t alked about when you were 
nere last. And that is, to put the brakes on the inter­
nat i onal speculators .• Bewley stated, 1 I am quite ignornnt 
ot the situation and I will present it to ay people.• 

The Secretary then told Bewley, 1 It is not a particular 
worry of ours, but it baa been brougnt to our attention, 
!Cnow!ng the facta, it 111.1gilt be helpfu1. I am Just giving 
1t to you for what it is worth . I do hope that over t he 
week-end, I will have a chance to digest the message which 
you brought to me.• 

Bewley t hen had the following to say: 1 There is one 
more poiiot I should like to bring ~ at th1B time . I am 
not instructed to press tor an answer. I am Just inter­
ested to know, -- whether t he Britlah Government could buy 
dollars 1n the United States and convert it 1nto gold, the 
way ot her countries do which are on the sold atandard. (Note: 
t~is is not verbatim, but the gist ot what Ur. Bewley a sked.) 
HU,Jr's r eplY was, •I cannot give you an answer now.• Bew­
ley etated, "I quite understand, but Iwould l i ke you t o 
consider it . • The Secretary exPlained the following to 
Bewley : "You appreciate t he kind of gold standard we are 
on. Those countries who are on gold can buy or sell gold, 
but the poi nt bas never been raised by any country except 
Sweden, i n the same aor t of informal manner, as to whether 
they could earmark gold for the Cent ral Bank of Sweden, 
TL.ere le notlllng 1n our law which would keep ~ f rom doing 
it. It is purelY a pol1cy mat ter and 1t we dec1ded 1t 
was 1n the autual intere&t of both countr1ea 1t could be 
done i O!:led1atelY. • 

The Secret ary then ea1d to ur. Bewley, 1 I do not qu1te 
understand why t.he,y are so nervous t ode,y all ovar Europe ·­
Do they know aometh1ng that we do not know1 --tort!le amount 
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ot gold IIOY1116 there 1• not. enoual1 t.o Jv.at.1f1 t.be nenov.e-
nes e. There IIWI t. be ao1Det.il1 ~ elle. 1 hope oyer t.he 
week- end t.o have eo111e t.1Jie t.o 4o a l1t.t.le t.h1nlt1ng. • 
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WUU<2 - .Mil I, 111111 

811 . Jr . t Ill'. Boey , I th1llk i:blt -.1elli: -.y ia i:o pi: dOIIIl 

t o brau t&Oita . l i:old ;rou wllat 1i: aa al>oat. 

Ill'. HC?e)'t Tu. 

811.Jr .• l ow, juat let • reacl ricbt trom t h11 o-.-y. Tou aDd 

I hiYe ltiioom eaoh other loac a DOII&h · I will read you wbat li: 11 

aod you ...., t.ll • ...,.t tblt ezp~tioa 11 beoauao •-t1•• 'llbiD 
tbue - • are t,powritt.n tbe7 are DOt u ea.y t o ID1orotaad u 
'l!ltll they ..... l"l'loiDed. 

" 011 Dooomber 7, 19ll5 -.rrute ot d111i:ra1Jlt .. r e l81ued b)' 

52 

Colleotor B1r;r; illa , !hircl ... Tort D11trloi:, ill t he SoU.lliac -
t or l9ll2 &Del 1831 t or tlZl, t l t .OZ ancl t 22,111. 28, l nolucliac 1Dtereat, 

dYiaacl on warn.uto reoorclecl b)' rennue apata or tblt !bird ... Tort 

Dhtriot repruout1Dg the dieall.....,oe ot all u pouu olat.cl ca i:blt 

Solunellills rot\11'11.1 t or 1832 ucl 1831, no proof or reoorcla baYillr; bN1l 

IYbmltte cl t o the apnto in aupport ot the oxpenclituroo olai .... therefore 

arbitration diaallow.d." 

811. Jr ,, fbat do .. not attaot ;rou •• I unclor oi:aDd tblt apata ill 

.. kin« thle oriciDal t hiDS• ••••• • • • ••• • 

Ill' , Holnriac t fopther with the reoe1pto. Took pt. reoelpto. 

BII. Jr. t Aad p t. reoei pto are out. !'bat 11 the...,. i:bltT arrincl 

at the t12l, tlt .02 . I uk t hio, 1o i t ol.lli:oloarT to clioallow1 a:t 
diclll't t hey ai: i:bat t1• &olt tor clei:a1lo1 

llr. Boa~ 1 i:hink I oe.n aner i:bat. I ban llan»cc ainoe that 

tho rouon t d i aallowecl 1i: wu beoauao i:blt)' d i d Doi: 'briac ill tbltir 

boob i:o oublli:antiat. ciHuoi: iou. !beT j ui: ar'bltrarilT retueecl i:o 

allow the clocluoi:iOGa. I preo- with i:blt iclea that enatually tile 

t axp41.yer wou l d o- in. 

Mr. ~· aaoud lli • 

BM. Jr .s 

It •• ....teratoocl tbat tblll would not be the tiDal 

L&ol<iD& proot tblt)' clleallowecl clecl•tlou. 

lo ~otlon Cllll i:bat1 
• 

llr. I.rez• !bat lo tr... 

BI.Jr., Caatta.W.C I'Hdiac• •ea Dou tor U, 11111& a oertil'iate 

ot ~ .. iooued to llu eot.elli nc b)' Colleoi:or ,.... J. ~~oar. 

Soooacl ... Torlt Dllli:ricrt, aatborbiDC t.,.. to lean U.lo ooaa1:17• 

SoD.lliac l&lled 011 Do ... ber lt, Uefi . • 
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llll. Jr.t sa,..,..,.. it -• 1A later o:> that ... ailed ri'hoatl 

,iviDC tile 111-.l boad , ud u 1 ...-retaad ... eailed u4 all ;rou 

bad wt.o the nrbal Uelli'Uoe ot hie llaD&pr. 

llr . Boe:rt Jo , 1 had ..,,.. than that. Ae a •tter til hot, .... 

Seoret&r)', 11i&d 110 autb.ority to atop lot..llill£ uader ~ o1ro~a. 

I ban 110 authority. !here 1e DO autb.or1ty ill t he law tor M to nop 

llll au.., tr011 eailill£. 

BII. Jr.t But u I Wlderetalld it , 1t 1e )'Oilr reepoll81'b1U'J, or 

you baYe ta&11 the ruponei'bility, tbat 'llbe11 thuo people .. u 111ao 

haven •t oloarod up their iAaOM taz--1 dcm •t lr:Dow wbat the tooba1oal 

l.t.ll£lap 11 'but you ,1.,. thea a olearuoo or DOt. 

llr. Booy t Jo, • r;in thea a eailillr; pera1t. 

BII . Jlo . t Too , 'but dOil ' t ;rou alao ~ put ap a boadT 

llr. Boeyt But BohMllill£ toolt the attitude that he -4 110 _,, 

that It uxr 11011107-. owd it -. owd by Jaoobe1 that he bad pe14 

tho illoOfiO tax wb1oh tbeJ oert1t1o4 -. 4,.. Be retuood to 4o -.,thJ.ac 

and I bad no autb.ority t o a011p0l h1a to do ~bin& thereupon the 'boat 

I oollld do -.. to cloal with thooo who repreooatod h1a aad 1 sot h'a. 

h1m a power ot attoraey 4oo1ptillr; the .Jaoo'be Brae. to repreN1lt h1a 

but they o011tondod that the taz -• 110 wbere ,..ar the - t tbat bad 

bee.11 &1Maee4. 

Bll, Jr. • But tho Jaoo'bo Br oe., the only th1llr; ,au sot tr011 tMII 

-.a '09rbil &QMMntf 

llr. Booyt .l nr'bal ar;ree•11t and powr or attOI'IIeJ tr011 Sot..lllq 

tor tliea t o &Cit tor h1a. 

Bll. Jr . , But 110 'bond. 

llr, ~· I aade MMD4 tor a boD4 'but 110111 -. torth-illc· lo 

retu .. a t~ .. ...,thiAr; to 4o with tt1 be aaid he would aot •-

baok unleu the tax -. oleared up. We •do cio....S tor eu11r1'7 

wbioh • ordillar11J do. Ho Aid be owd DO _,., would P'*ap ao ,.._,, 

WOUld ha'" notbi~~r; to 4o with t ... .Jaoobe •tter. I eald '"" ao••-' 
h in JOilr ..... It ,au ban DOthillr; to do with i t, .... -ld ,... &1ft 

the>o powr ot attar.., to aot tor ;rouT 

IIII. Jr.t But jut lot • put 1t th1e ..,, 1111'' 1\ •e-.1 'bat 

11be10 a foil011 eaUo 1lbere tba Ooft..-Dt ol&iae ... ow4 \Ma ba doeea'' 

.. u lalooe be puto ap a 'b...Sl 

~~~r.t::/' 1 wtn o1to ,.. a utta ...,a. a. - .. •lltac 
•• 11&4 - 11ao,ooo • t~>e -,n-... .- 1 \oW ....... ..,_. 

i t, be 'pboMd tba c-leo"-r or-- 111 , ... a-teot-•• .triM 

&lid r;ot a jeCIJ'U'd7 ..... ...n-- ...... to,. 'boat ..... ba ..u.t. 

W. O&D't eatoroo -.,tlrlA& at all apiaet theeo all- U tl>e1 ••" 

-to- Dnr ,.., '!'l>eJ- Ail. 
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m:. Jr. o l!ut auppoalnr; yau ,.ruaod to ~1Yo the'" the aailln& 

porwilf 

llr . tioeyo Tluoy would oail w1 thout 1t. 

-r . Hoherlnc o Ot.n he do 1t? 

11r. P.oeyo SuN, that •o why I ul<ed to luova o.n ...,.ndment to the 
law 10 Ei.al no ao.n oould purohu• a t1olcat without obowin' o. oort1t1• 
oatl 01 o•pl1o.noo ot ho.rtnr; po.ld h1o tax . Tho.t ll why 1 aol<ed you to 
lo tho.t. If w did not ho.Ye •" at the boo.ta atopplnt thoao tellon 
t y ..,u\d o.nor OOM Dl&r the ouot ... ott1GI. 

r . lloer I oan•t atop anybody. JLr, I roy'a •n Go.nl dOWD 
ol t ll tho Dh at.n lllprouion t hat 1 had ,.., authority and aolced, why didn't 
rou otop So-lllnr;. I a aid 1 oo.n point out In tho law wheN 1 hen 
ao o.o:Ucrlty to atop any aUon. 

KM.Jr.l well . it you haTen1 t ~authority. all you can do ia 
tbrow a rood blutt , 

Ill' . Uoo~ Tho~ 1o what I tried to do and in this ouo I ahittod 
It o .. r to t Jo.ooba Brothora booauae 1 ao.ld aomobody hao to r epreunt 
7' u . '14 are not r;oll>r; to let you r;o out ot the country. 

611. Jr . o That 1o tluot polnt whloh 11 not luo ro and It that law 11 
DO~ tloc,.. f certa inly thlnlc w ahauld ha'fl ,.,..thin' tho.t aliena oo.n•t 
oo. ll If u .. , .,.. tho. lloYo..,...nt aoney booo.uae, -r God I J tied up a 
"""lo .:&po.neu atoo.Mr 1n the Port or San Fro.n<>hoo tor tbr.e do.ya 
,.,til w oollootod t760 ,000 . 

&r . l roro Thot h tho point. It h In tho. lo~hlo.tln aeotloo 
Of ... a ti ... } t"iYiliOft . 

J:r. ~· Su,.. and on -r reo-ndo.tloo too: I 01nt the 
·~itlaiiO llr. llelnr inr; twi•• t.' .. ryb~ ar;r.ed that ln addition 
you wolll4 ... e a lnt or .. ,.1 booo.u" w -u to.kl our """ ott the 
doclta . 

E;..Jr .o I ..,. approo.ohln' thh thmc In a f r iendly attitude and 
J -• u::.lor tho lllp,..ulon that you had authority to atop the toll""• 

l:r. I.OOfl lo author1tr . You ........ tho.t Ia r lsht , don't rouT 

Ill' , l"'l' That •a rtpto 

lll.olr.o That Ia po!At loo 1. -ro~oruuz 6, 111811 ll•u• Acn" 
lahOli Of & loe<al low Tort Dlotrlot , .. aaol~, at CoU.otor 
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Hi g;ina' requeat , to cooperate with Deputy C~niOMr Coecro ... ot 
the Second New York Diet r iot , in a re-exaainetion or t he tax liability 
ot Schmelling. Revenue ~t Beieoh did not oo.plete hie inYeatication 
and Deputy Commieaior.e r Coegrare t hereupon arrived at the revenue tax 
l iability approxblatinp; te, eoo. • 

H11. J r . 1 I don't eee ~binc in that pe.n.grapb. 

1tr . Hoe~• With rupeot to that •tter, Jacobe eaid that he would 
t;uarantee t ... ount ot the tax but that the azaount anu .. d apinet 
hia waa en ggera t ed . lie pr opoaed to put up a bond or to do eomethlnc 
in the way or aeourinc it aD4 in order t o ascertain whether the 
statements he bad wre oorreot, tor instanoe , he eaid , • 1 ba ... a 
rece i pt tram lira . Hearet for $10,000 which wae her portion of the funde 
troll the fight . I hue that reoeipt .• N- that $10 , 000 certa inly 
ahould be exe11pted and eto. eto. • So in orde r t o find out whether there 
waa an;r Mrit and whether w ebould accept len tb~A ~140,000 I aeked 
li.r . !trigba= to auicn a ~ and I eent a ~to eee 1t there •• an;r 
truth 1n the etate»nt that the tax waa enwrated , 

.a-. lrey• I want to explain t hat point, The tax bad been 
dota1'111:1ned , Thil wae two 1110ntha after the ea111nc and it wae tixed 
by the Co~isaioner ~t around $140 ,000. Ho field otfioer could then 
reopen the oaae and dete rmine further tax liability without a uthor ity 
fr011 the COilmll.ee ioner , It the Col!lllliuioner cue authority he would 
give it to the Diatr iot whioh had pr eviously deteminad the tax liability, 
which waa the Third Diatriot , 

llr , H"'H; ' But you unde,..tand that I ba" the exclusive iuuin& 
or pei'ilt. the *tropolitan Diltr iot and that I bad been notified 
by the '!bird Dirtriot that an allen -.. eailinc and therefore it 
waa 1111 duty to try and collect the tax tr0111 hlJI ao that 'libel!. it ololll 
to the queotion ot ,.ourity whether I ahould 1nairt upon $140,000 or 
a bond ot twice that 11:10unt, which 11 aot unuaual , it was J1f1f duty to 
find 011t whether there wae any meri t to the auggeetio11 that the tax 
waa leaa and it was tor that pw-pose that ~ IMn weDt up there and 
incidentally Wr. SohJDellinc'• r epr .. entativn were told that I had no 
authority to lusen the amount ot the tax1 that that waa a •tiler 
they bad to taka up with Wiubington. 

llr , !ref Juet omtinutnc. Aa I eay, 110 field agente would 
be authorize to r eopen a oaee that had been eettled by the Ca.mieeiooer 
without authority tr011 tba Co.oiuioner aD4 on that account no further 
ettort would be -do by the proper dietriot t o detenol ne the true ta 
l iability 1n the oaae , Since the queet ion o- -up, the c-iuioaer 
haa authoriaed the Upper !lew York Dhtriot t o detel'llli,. tax liability 
and t hey have detel'llll.ned what 11 concluded to be the correct tax 
liability but 1n no oaee baYe w •••n there wae any examinatioll. in 
the Second Diatriot to rev i ew the tax liability. 

llr. Hoet' Do you think it 1111 duty when 111. alien P"'•ell.te hilleelt 
tor ealiLii o co in aD4 oheol< up to "" it the eta~te be Mkl• are 
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oorrtot it I am lookins to ·et a reaeonablt aaount ot oeourity to 
p rantee the tax? AID I to oit baok and eay, you preoent a bond 
t or $48,000, wh.ioh .,., illpouible • or ehould I take into oonoideration 
the otatoments •de by thee• people that the tax wao Yery ..,.h l.,..r 
6lld I will sin you a i25 ,000 bond whioh will oeoure you? 

11r . Irey 1 1fu there a propoeal to turnhh a bood t 

llr . Hotv1 Sure I 

11r . 11'~1 l'roulcln •t it have buen proper to aok the COlllllliaeioDotr 
to reopen t oaee 7 

llr . Hoey 1 Uow I know f1f11 duty a.nd you might do it differently 
but i t WU flfll duty to set at IIUOb oeourity Out Of Jaooba to 180111'1 

the tax and incidentally Sohllelllnj; add he would not ocooe back until 
the •tter was diepoeed or and eo I wanted the bond but I -• will1ns 
to aooept the bond in a leu UIOunt beoauee it •• a bardthip, they 
oould r.ot turniob a bond in twioe the UX>unt. 

;c.. J r . : !low let • ~:•t thio atr&ikht, if an alien aaila , under 
the preaent law all t hat the oolleotor of the lawer distriot oan do it 
to aoo it he baa paid his tax or hasn •t 1 it he haen •t---let 1.11 aay the 
fellow oames froM Texas and not , eay an adjoini ns dietriot,---1 take 
it the oollootor in the lower d11triot dou not oend hie men into '1'exa11 
he t alc.es the word ot ' the oolleotor tor Texao that either the man hao 
pt.id or h&an •t. lon•t that the way it 1a done ? 

llr . l!elYerin§l Yu. 

IIII.Jr.1 otherwiee , with the whole United State• pourlnj; throUGh 
the Lower Di atriot be would be examinin& the returne ot enrybody who 
aa1led tor Europe and I don •t know how 111.11:1 people tail . 

llr . Hoey1 We are examining t hem with nry e;reat prot it to the 
Government with our nry limited foroe , 

IDI.Jr .1 But I think there 11 an onrlappins ot authority and 
&a 1 read it •• • • ••• • •• •.• 

loir . Boey1 The quut ion wu not one ot the tax . 

IDI.Jr . 1 It wae a queetion of bondt 

lor • lloet 1 They oould not ouppl y a bond in twiM the ...., .... t or 
t he tax butbey did ottQr to eupply a bond of a lower ..... unt and 1 
_,.ted to know 1t there ,.., any ~:~trit 111 their oontention that the tax 
would be very 11110h 1111, 1 wae oheolcinr, up eo011 ot theee thins a that 
thty bad to eubatant1ate . 

1!11. Jr . 1 But I thin I< tor tuture oallt, 1 thl.nl< it ~ to be 
put tiGiii nry oaretully in blaolc and cite that wbn an allen or ~ 
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1 4on •t lcnow whether it appliea to Amer1oan o1t1aeruo or not--

kt' . lloep No. 

!lli. Jr., &ut when ll.D al l en all1la that the oolleotor of tboo 
lowr diatriot- t hat 11 , the S.oond Diatr1ot h reeponaible u to 
wnetbttr the ll&n ahoulcl eail . What eboulcl he cloT Si~uld boo ta1oo 
tbtt e1'1clenoe ot the oolleotor of anotboor cliatr iot before be cleter.inee 
tbtt boA<! or should boo han the rif:)lt to cletenointt tbtt bond, or ahoulcl 
he tan the t'inclinr;a ot tboo otboor oolleotor aDd clltteraiJie whether 
tllue findings are reaaoDAble or not. 

llr . Hoetwo You cion 't han to clo t hat if you pau the .,.nl!ment 
I lllf>g&lted yeara a,;o. 

1111 . Jr · • But pending thi e , I think it ahoulcl be a olearout 

repletion • 

..,. . wlVDr~r The l&w •Joaa i t inoUilbent upon the ~r. 

If a """" o.,esCO. Tex:ae and haa ol&ima in Texaa , ... oan• t clo 
aeythinr but r;rant o. aailin;; permit • 

.l:r . Hoey1 I do 110re than that1 I would queation h1IB about hia 

inoOI:!O . 

1111. Jr . : This tax waa f l21 ,000 sol:IOwhere clown the line it waa 
aaid th&t he would ~1 ve o.uuranoe that he would not han to pay 1110re 
than ~10,000 . J:ow let ua aay th&t you wre wrooc .....S the .. our1ty 
h prOTe4 to be ' 121,000 and tbooy had only to ~he a bond tor $10 , 000 
tbttn you would be in °d utoh"1 you would be in hot -ter. • 

llr. Hoey1 I will taloo full reaponaibility for &1JI1 aot ot aine , 
I will uae Will b .. t judpent . 

llli. Jr., I appreoiate that , but I am not a&tiatied &a the d1a­

ouaa1on soes &long . 

llr. Hoey 1 But 1 ehoulcl not aooept a tlO ,000 bond before 1 -.lot 

'"'"' 1liqu1riea • 

Hli.Jr., !low watt a ainute . I thinlc you are ue..t.nr; aore 
ru pondlllllty thll.D you oan bt.nclle beoa\11& 'llb&t JOU are eayioe 11 
that :you are goinr; to ue,_ the reapona1b1lity u to 'llb&t ia the tu 
liabil ity ot &1JI1 o.lian who ao.Ua tr~& tbe Port or lew Tort &ncl 1 don't 

thinll: ... ehould hold you to that. 

11r. Hoey• 
aonoy, 

I am dolDC pretty wll1 w are oolleot iiiC a lot or 

lDl.Jr • • 
l e , ieiation, 
out with :or. 

But I u &"in« t o 1&7 to yoi., lir. Uoey, tb&t pn41DC 
1 u not aat1atled with thet and J would lib you to work 
lloolnriAI; &ncl h1a atatt a olearout repletion. 
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~~r. Helverl..n!J• lie oau't allan£• tlw regulation UDder the 
pr11ent iaw. X year and a lwlr a go we eent a meaorandUCI to tlw 

Leglelative Pivialon. 
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Hll. Jr .1 But I oau •t get a law throu~;h ln thr .. d&ye and Collf:rell 
wil l oot 1)8 here unt: 1 J&Duuy aud until then- I don •t know what ll&Pf!enM 
~0 ..,. , :lelvoriA& • a •'*'raudu.. I d.i.tter with J..r . Eoey. I th1llk it I 
wre 1D hie place, I would o:.oat lilasly •'<e aa r;ood a abDwiDg aa l oould 
bvt e opeoa hlmoelt to oritioiam lilas thh that it he aalote a partial 
e:taalnatioo and he 1l1p1 and '"""' fellow pte out through the net , 
throu,o:ll hla fingoro , and he haa ll&de only a partial namln•tlon tlw •Y 
he di d 1n tbla case and the fellow doe a not return and then I eay wb¥ 
did you let thia fellow get out of the country? You e&id you took tlw 
rt~ponalbility. 

llr . Hoey1 I bad no authority to etop hb. 

!Dl. J r.1 True, but you did ... ,._ the reeponaibility ..two you 
go into another D&n 1 a depart.ant and loot at thb tellow•a retume 
and eay it ia not t121 ,000 it ia only $10,000 and tbie fellow oau 
1a1l beoauae hie -.napr hu given hie verbal a11uranoe that lw will 
pay up to $10,000. 

l4l' . Hoef There are thouaauda or aliena who COllie to tlw Port 
of' ::ew Yorkrom all onr thie oountry without getting, aa the 
Comml.uioner h&a e&id, a oertirioate of oomplianoe from tbitir owo 
oolleotor. They aOIID without auything trOBI auybody and they aalt tor 
a ·aailing permit . l",. aet it tbey paid iDoCliM tax ADd we t ind they 
h&nn•t and ao we put t hea on the witne11 etand and we oro .. exaai~» 
aDd aat thma how JNOh 11oney they •de and all that eort or thing &Dd 

aa tar u • can we try to pt the truth out ot the• and t hen w oolleot 
the aoney tro'll th&a. 

811, Jr. 1 But loot 1 L&oldng t his law the llureau ot Internal 
Revenue anti the Treaeury proper , rrom what I han huned in reading 
thia report and what you tell • , I eay they are doing it in a elipehod 
lll&nnlr, 

ILl' , Hoey1 l'lell , 1 wouldn't au-t to that. 

lor, Ireyo the oolleotor oitee .,.re they have not paid the tu 
aDd &re you ateral.Ae t._ tax aud get it troa the•• but tbia 11 
ditterent. 

11r • Boei ' But tha pol.at 1 aa -.ldnr; 11 that in all oaaee 1 ehould 
•k• the f uFut .,...,l.Aetion pouible in order t o cleterail» it I - t._ 
UOunt ot the bond . l oould not get a bond in the tlall aaount but it I 
could get a bond 1n a l euer IUIOIIDt I have till re1~1bUity, a1 the 
Secretary ·~•• lt 1 ta1ot too lcnr a bODd I will be _, 10 I ben to 
oheot up to ... it tbere 1a u;r •rit 1n thelr eta-nte and thao in 
order t o &et aa .-11 " ourity u po11lble, I will Mil I will talol teo.ooo. 
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JIII,JI',, tt I wre 11tt1Ds 1D ,.our -t 'llhat I would clo 11 ...... 
thh teliow o.-a up or -.Mn • - Ub tbia •-• up and I u !lot 
IW'I I would ••1111 • wiN cl- to Wub1Ds'OD Ul4 uk, doea tbia tellCIII 
pt a olean.noe or doe a DOt. 1 woald DOt tab tlw reapODdb111t)' 
dttinr; in ..,. York wttb Olll;t tlw reoorcle ot tlw t~r• ill tlw 
Tblrcl Dtetrtot. I ~ plaoe tM reapoul'billt)' Oil t'be Collector 
of lntenal a. ... n.,. 1a Wub1Dstoc, D. c. &Del 1t 1 cllcl !lot pt a 
ole&r&nO• troa 'he'1"ctGD••••••••••••• 

llr. Boer• 1 ooulcl Dot atop IWQ1>ocl7. 
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JIII,JI' , t But 1 woulcl not ,...,.. the re•poulbllltyJ 1 woulcl plue 
lt lD i&ihlns'OD• 

llr. Ho;{' 11 I wre to oall up Wuhtastoc I ooulcl ,. ... r aooa.plleb 
aqtblns. ! 11 Bureau -• full ot vat' and oorrupt1011 ud 1 .... a 
Nport Oil lt to )lr.llotl'"'rla, , I •aiel J'OU put lt UDCI.er - 11114 I tb1Dk 
.. O&ll lnoreue tlw NftllU .. ot tlw oOUiltry Ul4 w - •top thi• sr-l'tla&• 
Be bad -de llD 111Yeetlpt1on ud tMy reo-..clecl it. !My a.. it we 
oroolatcl troa tM 'ber;izmla&• I took bolcl ot lt &Del 1D 16 -'he 1 
oolleoted • ailllcm dollar• .. acalaet t327,000 tor tM 112 ~be 
pNoedinr;. 

JIII,Jr., You •an 'baok taloe•T 

llr. Boer• I •an rennu .. troa tlw•• alleu who wn leulns t'be 
country. 

BX.Jr,, I ellT it• a ewll reoorcl. 

llr.Boert I juet 'bappeae4 to piok up • report tor ~ .. I -
out . fhei oolleoted lut ,.... t46,ooo 1a ~~ thia ,_,. tea,ooo 11114 tlw 
,_,... 'betore-!bl• 1a juet tor tlw -'h ot ~-in 18M tlw -' 
oolleoted we tu,ooo. 

llr, Irert !bat -• tor tlw S.oODd Dietrlot. 

Ill'. Boe~t Yea. But t~wr wre oolleotla& tor all three clletriota 
the - u iiey are - 'beoauee w ban - ualpcl troa tM Gtlwr 
di•trlota. !My oolleoted tlt,OOO and I oolleotecl 1ut ,.,... t46,000 1a 
the ..th ot ...,. u4 w. ,.,... tea,ooo. 

lilt. h'. t Let • r;o ca. I u lMI'IliAc a lGt. I will put; it tbia 
we,:r. ~ ,.ou ban wlcl • I th1Dk 7fliD are cloln& "-'beet,..,.­
llllller tM ol.n-'-•• 'bat 1 Ullak,..,. are takla& -oe•aar:r .... ,... 
liblltt)' ... d upoela& :roveelt to -'bias :roa a'boulcla't, 'bew- 70'1 
.,.. ... ~alar; tlw reapoul'blllt, tor ... 1'1 allen out ot -rr 41atrlet 
When :roa tab bla 'boD4 that lt te wllat lt aboulcl 'be. 

~ • dOD't 'baft to tab a 'boD4 '"l'l ott.a. • 'blatt 
thea ~ t'bat U tllq ,._,t pq tM tu tllq are Dot &Oln& 
to a._ ._. 1a t -• oat o1 10 ••••••••• 
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Ill'. S.1ftr5o !lab ~ • .,.. • 1lr1•c abOIIt-. reooo:-.. tll·4t w 

• ·-tLM aco - a :rear ..r ball aco ..., ~· 

Ill'. Ireyo I epol:t to lob :rene~. It aa retorret to tiM 

IA&hlitl¥~tto. at objeni- wre ra1M4 tbat t!Mre welt be 

11114oo!.rab1o allou who woalt -.t to 1- u1 it welt pootellt tbolr 

1ou14& ut tbat tba It&t. De,..n-t welt rat.. objeotl ..... 

llr. 11oezt You •u 1t tba law wu tbat tM7 bat to tloplq a peralt 

tbe .n .. iOilt '"' the beaetit ot itt 

llr, lrelt Thet 1e Dot 1Q' arc-lit. 

llr. Boezo It h a a1ll7 arc-oat. 

llll. Jr.t (no-t rodlnc) - "Febrarz 16, usa, Colleotor loez 
wrote to Superrloor 1D Cbarp, lltritt, ... York Citz ( l:l:b1blt I - A) 

,..quoot14& ti'&Ditor ot the ..... lllac u--llt to tba .. ...., Dlotriot 

....S otatlac tartMr tbat lo ... llfac wu pendttot to 0&11 witboat ta1i::1Jtc 

uq ooourlty ot.., lt1ad bz lo ... lllac'• -cer at tiM po-ton ot 

tbe propooot bout 1D ,_ 1•1 pft a per•-1 (oral) paraDtM that 

they woult wltbllolt tr• tM pto reeeiph tM oorreot -' ot tiM 

t u llabllitzl aloo tbat a naatit bat lien _,. t..liontac t!ln tba 

oorroot tax will be 1a a •• 1611 tbaa tlo,ooo. 

•ce April u, 1118, Joe Jaooba, ..... lllac'• -pr, at llobort 

JaolaoOD appe&rK at tM Bou ua 1a • ottort to eottle le ... lliaC'• 

tu 11ab111tz tor 1111 at 1111 ud repre-wt tbat tba oorreet toa 

11ab111tz bad bo..,. oatabllaM1 at ta,eoo. n. reoorta ot tM ~-r 

l!oto1 obow tbat Colaotor Booz arr1ft4 • April 10, 111111 at &ole P.X. 

aDd l ett April 11, tl• ot .. parture ""' .-., at tbat M aloo 

obeolaod lato the - botol CD Ap-11 18 at loll P.M., oheoii:1Dc out 

at 8t 51 U. AprU lT, 1111. n.re 1o ao rooort ot Co1leotor Rooz'• 

IIOtltioatiCD tbat M ~ W bo 1a -.ablactCD CD tboOI tatoo, U 

roqulrod b7 racutatiODa.• 

llr. iloayo I t••t reoall ...... baYlac been ben at tiM ~-r 

Hotel. tli.itliera .., pu'bllo ....rat or t,_r ooo T .. tMt t111'1ae tM 

Jaoll:ooD 1a,z ~rf .. tMt olaol:tCD da,zT I - Mre tor tba olaol:tCil 

d-., ti.DMr, 

llr. lra7o Ap-11 10 .ad Ap-11 11. 

01 thla zoarT I -.t t o Bot Sprlqa onr tM luWr 

alator. I 4ran t broucJ> MN •t .Wppet at .a. 
pl•tl:t4 up IQ' llator, .aa., 'llbo 11 Mre at .a. lolial ...,..l'F 

lift lprlaca ut - 11u11:. 

BII.Jr.o n. polat 1a tMt tMre 1a •- nle Ja tbe :r.M..-1 

~no- \11&\ 7011 are""' aarp:oat to loaft :roar Diatrlot wit..._ 

""'lJYi.Dc tbe eoo.bli-1' la .. 111ac'•· 
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Ill'. Boe~• le tbet tbe rule 'lllln I co ~ tor two or ~ ~. 
1t I li&,.. • -lal ••iDe h •• witboat .. 11111c ,...r pendulca, wa 
the re~atlcma prOYlot. that ill IIIIJ' ab- tba Deput)o 1a tba AtrUJIC 
Col t.otor f 

llr. lldwriD&• a. bae to be Mat.c-Wd ...S.r ~ nplatl ..... 

Ill'. !lo!z• a. h Mdptecl tor • IIIIAI uta illiiiiJ' ab-. 
Ill". llalwr!:£ !be ncul&tl .... pi'W14e a - oboul4 .. It tor 

lun &ild dialp a -· 

11r. Boar• What are tbq ~ to luiaate b)' tbat? 

••] 

BII.Jr.t !bat JO'Il wn baN at tba tiM that lobMlliDc'a --c-r 
•• heN &ild Jaoboa •• ban trpq to pt thia thiD& .ntla4, 

Ill'. ~~ I ba4 DO lalowla4p ot tbelr beiDc han altlloi!P I tol4 
thea tli&t th1D& to 4o -.. t o - ban. lhat I W ao a-1e4p 
or lt all4 bt.4 aothiD& t o 4o with "--• I cal)' aa• Jaeobe twl• 1a., 
llte u 4 I uo1ate4 t-. ill DO •J' aa4 ba4 DOtohiD& t o 4o with lt. I 
o- throU&h &ola, to Bot 8prill&•, 4r0Ye 4- tb.N u4 - beolt at 
the end of the welt u4 4row ca, 

IDI.Jr.a !bat 1a the lulauatloa, 

llr. Boee. n. lulauatlca h aboolut.l)' .tonabt. I ba4 aotblaC 
to 4o With t aa4 aPer tra4 to b.lp the.. .... tb. polat -.. ra1•4 
that lt -. a !hlr4 Diatrl..t •ttar I .-t it Molt IIIIAI -.be4., ....._ 
ot lt , 

BII.Jr.a You 414 a..t o..,..ot to lobMlliDc'• --c-rt~ be 
ret&l.a Jt:olt:lcmt 

Ill'. !!oez• •o, I tol4 bia t o co to 'llublac'oe aa4 to eoJUI tbalr 
laWJer• doom to llaohtact;oa to obaolt it ap with tba - 1a obarp b'* 
I Jleftr ba4 UT 1Ma who tbolr lawpr -.., aor 414 I ngoat aJIIbodT• 

Bll. Jr. • You ltDMr lobon Jaobca f 

lib', !Iooft I kiiMr b1a .. a ....,.r ot tbe .. u_,_ c-itt.. 'boat 
I ba..,. DOt - b1a 1a tlw JHI'8• 

lib'. Boer• .. u, tbe latonaoo -.. aboolutol)' orr--. 

BII.Jr.a .. 11, I will tab ,...r wn tor lt. 

lib'. !lo!ft .. u. 
Bll...... ht I ~• do tbla 1a tbe tl*liN, plaNo, .. 1-c .. 

our rUiea ••••••••• 
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Mr. Boeyo I u 1llOt ao aura tb&t ;rou arto a'baolut.ly r lpt 011 
th1• adi]id: I ou so •-z tw hv or tbrM 4aya tr. ..,. ottloa 
witb tbe Deputr lD ob&rp. luppoM I wu ill , tbe DeJ>U'J, tbe A8a~ 
baa bean <lads:-tad 'b)' • to rapnMIIt • lA ..,. ab-t 

IIJ' , lloalnrlnco Tbera la 1111 pD11ral rule to claaipata •-bo4:J, 
trreapeotiY•••••••••• 

Mr. Jloeyo In 'lq ab-t 

Ill' . Boalnri.Dfo -... .. you are some aay tbe raplaUou prwlcla 
t bat you ebiil •••••••••• • •• 

Ill' . Hoaya .Ul r lcht, perbapa you are risht. I did not th1Dk it 

•• neoe••&rJ'• 

liii.Jr. o I ban DOt pnopared thia atat.Mnt, lt wu &i'n11 to •• 

llr. !!oaf It •7 be oorraot. It -r be tb&t I ....t aay without 
ooapl)'liii W1li rulea an4 rapl&Uou 'bat t'- raat ot lt la abaolataly 
errODIOUe 

BK, Jr ,a 0,1, 

' 
llr. Hoayo JDcl aa tar aa I u oonoanwd I atud 011 ..,. raoord dOWD 

there , It reo &-)' tor two or tbrH daya I ban cJ... W ll O&nlad it , 
'llhatbar I wrlto to tba C.-iaaloaer or not la another thlJac. 

Hll. Jr. , (Ap.ln I'H41Dc) • "OD April 14, use, tile C.-1a aicear 
aatborhid a rHDaiD&tl oe ot ao-.ll1Dc'• tu ll&blllty tor tbe ,.ara 
l$:1Z &Del 1m -d ud1UOD&l tu ot tu,eu .ra -· aatabl1a'-d t or both 
,.ara wldoll -. put ~ller wit.h lDtoraat ot tt,ez•.u oe llay 10, 
1$:18, w!Uoh would lndloata tb&t 1lbaD I wu olleotlJac "'' to - 'llbet'-r 
or not I oould aooapt t'- bond lD lou than twioa t'- uooaat ot tile 
tax, that I aa oorraot that I -. u.,.lJac that I oould uoept a 
$26,000 bond or u uouat .-llor than tb&t and protaot tba Gon..-Dt 
baoauaa you aottlod 1121,000 aa .. aalns tor lle,ooo.• 

~ -t I wu tryUc to pt wu - hoa4 and 1A u -' 
tbat would prijtoot tba a.ww-t. 

HII.Jr.a {raaclSnc) - -n. clitto..- betsan \'- ol11'tor.t taD• 
ot an,ut.la arrt'N4 'bJ anwa. Apat ...utoot ot • ft1ri ... Tort 
Dblaloa Ulcl approort.ata1y te,eoo U"J'lwd at 'b)' De~ Collonor 
Coavow, a.ollllll ._ Tort Dlatr1ot, 1a d• to tba taot that "- ...,... 
ApDt ~~ tba udlbor11104 raa-1Da·UC111 -« tbe oout1t-' ot 
41aallGriJI& tlllC olas.cl 011 lo-.lllJac'• raturu tw 1•1 ud 1• ....... 
tbo proot wu 1aoa~~plota, ......... t.he Deputy Collootor wbo _..a ra­
•zaaiD&tioe at \'- ra.-n ot CollMt« Booy 41aall_. a bU"''lnc pro­
port101l ot but a tn ot aiiDII 1'-• 
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•collector BooT'• oc.t.atloa 1o tbat be 41d ut 41reot ..__ 
Ac-Dt S.iloh ot tbe 8eoCID4 low Torlt D1otr1o11 ud O.pui;J' Colleot• 
Co•cron toaloo a re4otol'llillat10D ot tM tea 11ab111t,. but be ,.._ 
..,..ted u 1.Dqu1rJ' to .... tot laa 1A 4etol'll1a1Ac tbe proper uo..t 
ot 0oourit7 to be obtaiM4 trca tbe .Jaooba. 'l'hia oxpl-t1oa h bl­
oon.iotoDt rith hie lottora to luperYioor 1A Cbarp, llldtt, -..4 Col­
lootor H1cc1Da (bh1b1t1oa 2-A -..4 2-c), wbioh rotor to a "roo~a~ut• 
&114 a 0 4otol'll1llat1on" ot ta. tax Uab1llt,. t or thooo :rear•• Pl-
DOto tbat Sot..lll.Ac aallad O.Oftlbor U, llllSS wlloroao tbe roon•1•t10D 
wu uot -d 1111t1l PobMI&J')' 5, llllSII. 

HII. Jr.o Gotttnc book to thia quqtlce wlloro it aqa, "'l'bo 
oxplAJiatlon io bloondotout.• I ~d 111to t o road tbat apln -..4 
cot llr . Hooy'a oxplanatiODo 

Hll • .rr.o (&.ad ll:zoorpt ) . 

Jlr,Boof I ..to no roallllit . I told tho taxpaJ"r aDd hie 
roprumto.E n that I bad DO aatborlt,. t o Mlco a roalllllt . I • 
portootly oce~oio.,. &114 --.ro ot rq roopono1b111t1 .. &114 dutloa 
on4 tho aatborlt,. I buo. I han no authori ty to alto a reallllit 
&114 it you .....t to opoll into rq l.azlt;uap .... ouuootie11 tbllt I 

•• roauditing, it 1o an abaolatoly aiotaltou - booauoo I 11Ddorot&D4 
that I ba'JO no authority &114 oo 114Yiood tho taxpayer. What I •• 
try1Ac to do -. to tbld oat wbotber or Dot I oould aooopt a bCID4 
iD a l ou .,. booauoo nobod.J 1n thooo dqa oould pt a b0114 ot 
$440,000. It you wilt to a luroty C<epoiQ' you would ban to pat up 
oollatoral equal to tbe ...OUDt ot bCIDil. ....t I -. WJ'1llc to 4o -. 
to cot ooourit,. aDd tilld. oat 'llb.tl.-r or not I oould uoopt ta. bCIII4 
iD lou uouat. Haw you a oopy ot tM lottor t o SuporYioor llldtt t 
I tblnlt then ia a lottor t o 8w1.tt wbioh -. 41otato4 by tM Ch1ot 

Field O.put,. and dpd by •• I - 11.Cit puttl.Ac &IQ'th1llc ""'r OD 

b1a but you biDw bow it b. Tou doa't read thooo lettoro u -
full)' ao t hooe you 41otato your•lt. 

llr. ~· !bat 1o y<Nr letter to llr. Sritt. 
iuitiaio Ciiiib&t. 

llr.Boozt I bad DO aathorlt,. to .u. a roalllllt. I &blood the 
taxpqor t o "' to .. blJictCID to - tho c-tod-r booa.,.. lt _. 
tho Bllreau 'IIIIo rejaotad tbe 4o4...t1ce~ . 

IIII.Jr.t llq 1 •• up tbla thlac till• _,, 11111••• you ....t to 
•ay •OMtlllliC tlrot . 

llr. llalwr~• 1 j1&ot aat to aq thlo. Booz 1o r1pt 1n 
OOotODdlili lie om &neot a - ..S.r tM law -..4 pnftllt h1a trfa 
cotnc. !bat b true -..4 tbat 1o wtoat w han booD dhouoal.Ac• 
Pra tbio 1Jlnot1ptiOD, rediAe the report, 1 ca1M4 tbla idea 
that Booz all4eayon4 to tollw ta. reoord.o 1n redeto...S..iAc ta. tax 

that bad ali'M4J' booll ...... -. 1lh1lo tbat .. u ... - ....... -
•nt it -. baoo4 Oil pte roooipto, ta. poNOII.t Se.,_lllnc-. np-
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pooacl to ..-ift whiob wu to or _,.ad • \bat tbe eolledw 

w11o 0 xutaecl it u .. rtecl bia tal<, W. -r 414 ollllt=cl that tbe 

tax _. tbe oornot --' beoa,... w Dnr U.re wre oert&1a Moo 

claoti .,... wblob be ~cl preMII~ taD, 1Ift b&Ybc ~til&\ 

tax, there ao IIOt.b1Jic \o clo 1B lloo7'• cl1Rr1ot Uoat 1t after be 

all.,...cl the - to -.11. 
Jlr, !lo!zo lie oai:t.ci OCIIII41t1.ally, 

liii. Jr.o I u not a teolmioal peraon. All I oan 11110 uoaol 

bore lo rq hOr .. - acl tbat h nat I a r;oi.n& to app~. Ia 

tbe tiret plaoo, tboro 1o DOUdJic tbat baa OYer bean Woa.pt to ._, 

attention oi.Boo Mr. lloo7-': 1Bto ottioo whiob 1o not abaolut.~ 

on the lnol in bio Diotr iot, Jobocly hu nor broupt • ~· 

1 oay that 1B tbia putloular - 1t llr. Booy 1o ci•on tbo job ot 
t ryiBc t o oarry out a law which clou Dot a:1ot ad uo-• tbia 

roapono1b111t)o, l th1nlt boo 1a U-1.11& _. roa~1b111t)o tban bo 

ohoulcl , aitbor tor biaeolt in bia ottioial oapaolt7 or tor tile 

Bureau. Bo 1a tl')'in& to ontoroo a U. whiola clooa not aziot, JCIW 

poncl1Bc a U., I don't tbiak tbere 1a arq er-otica til&\ w oac" 
t o haft tlw thillc clrawn up ad haft tbo tbillc put 1B tba ..zt .. aaion 

ot ccmcro... But ponolillc that 1 -t tbe llurMu to clrD llp •- ru1 .. 

&114 ror;ulationa wbiola w oan tollCIW, 1B tbo tlrot plaoo, ao tbat w 

cl011 1t ollreolftt break tbo U. ..... w ' n4 tbia or that or wltbo 

holcl a ehippinc pendt ao that w will bo 1B t11a poaition that w 

haft a law ellit Cllll Olll" banola acl w clo ban recular rulaa &Dol repla­

t10111, What oan Mr. 11oo7 clo pmdtnr; tbia U. or nat a01ht- oa 

he bo r;inn throvp otbor cliatriota or t.... ~ 1t bo cr-oticae 

that tbo tu i a ao tar 1B -•• that be OUI't uk tor a boncl=oo tbet 

thie tbinc 01111 be .SO. 1a.., orclarl7 -rt A...,-., 01111 tor a 

111111= 4o1lara beun .. w cl1ol Dot let b1a -.u. 
I do thiak tbia that u lzr; u tbaro are ruloo 01114 ror;ulaUau, 

that tor llr, !!o!z'• aa1oo &Del tor ,.,.ral 41ao1pl1110 I clo wlob that 

it tbaro are ruloa a4 replati-., tbat be lin up to tboa­

tho~ tba7 110.7 be pott)t &Dol &aOJiiiiC• I thiak rod tape a&fta no a 

lot ot trwbla 1a tlw lonr; ....... It tbare are rer;ulationa whiob arq 

Jou haft to till out bl..a betoro JOII haft '-• I wlab 7t10 WOill4 

clo it. But I clo tbiak tor tile _.. ot cl1aoipl1110 JOU OQCbt to clo 

that . But outalclo ot tbat I oan•t-I a pertootl7 willt.ar;---

Ao a •tter ot tan I rM4 tbio thiar; throo t iwa 01114 tbo cl&JO tlat 

Boo7 aa bore 1B W.eb!ar;tca ca Ap-U 10 01114 11 &Dol Ap-11 16 u4 lT 

t.Dd Juoba ao bora oa tbo ltt:bo-

1lr. l!olz I l .. 1B Bot IJII'iar;O • 

IIII.Jr.o .IDol 11ooJ wu Mt ben at \11M tiw. I rM4 tJda tbiae 

OYOr \lli'M \iwa. Bo,.. not ben. I a- bio alater u4 I Dclor olw 

it bore, !bat 1o tbe 110.)' 1 tHlo 
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1a tbia \Ia , -.,Mr. Iro7'• - - 1a to IIIJ ottloo without erinc 

t o • tirot tor • ap~tioa, I tolt tiM tbe laorotarJ of U. 
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frouUI')' did DOt haft ~ ..t1daoe 1A • lleoa118o tba fl.ret tldJIC 
I thoucbt ba woalcl do, DGw1D& • u lq u ba did, ae to ult • 
about it. But I '-" told ,_ tba wblllo otorr. 

, 
l!ll.h.a I Mat tor,_ to ult ,_. 

llr. ~~ !be 1Ato ....... 1A tba" 1o ~ ..tal.r. I - to 
Wo.aldilitoiloppod error aipt, ad- llult at tba o• ot tba -11:. 
llr. Ire7- obeolt up at tba a.-etoed tot~ out that I ao tba" 
oo the lfth. Tho 1Atoroaoo that I ae balplJIC .Ia*•• t~~oT haft to 
hno a ... ..,. 'ood aacu.t lclll. 

llll. h.a I u fair. 

11r. llooz• I o:rpoot ,.. .. to 11a fair. 

llll.Jr.a Io that r1ptf 

llr. Boer' !hot 1o r1pt. 

llll.h.a .U tar u I • oo-""'d thie 1e purely a frou111'7 
•tter iOiia tbe th.tJic 1o oloood ad I u eat1etiod. 

llr. llooz• ~ I , llr. loorotory, wbilo .. a... em the eul>joot of 
~:ratt &ild00rrupt1on, .q I oall TOUl' attnt1cm to the toot that 
e1Doo I haw boon .s- 1A tho Collootor'• ott1oo, I took ooouica to 
,o baoll: ad oheolt up tba tuu that had boon ...-ad ott u -ollootiblo 
Oftr • period ot dz p&re ad that I oollootod either tba oub or 
r01to"d to • oollootiblo otot .. •arly --halt aillica dollaro that 
heel boon ...,.klld ott-orporot1cllle h&Y1JIC naporotod, oto. with cUJ.ooo 
1n ... York p&r lu h'eulooo u4 Atlatio City, clolJIC buota.oo all 
Oftr tho world bat our toll- oould ut t~ U... ad tboy ...,.klld tit 
tho tozoo IIJld I -.!It llult u4 eollootod or "etorocl to eolloot1blo 
bade 0110-balt a1111 .. dollare. -.oro a... llr. lro7'•- &bout tbatf 
Thoro 1e n1donoo ot craft IIJ1d oorrupt;ioa ad a rooord ot 11:. I -
toll thea wbe" to co to t1• thlnp. 

1111. Jr ·• bq 1Atorat1 .. ,_ haw I ~d Uka to haw. 

llr.s.z, It 1o ot "-d 1D tba Do~. 

BII.Jr.a •u, tt 1e aot ploo•rl tor .,. of u '""' u tar u I 
........ m thlo thlac 1o ol~ 

th&ak ,_. It 1o tba tl.rot tlao Ul,}'\at, bao ....,..-. 
a&1tb11ii'i'';ii ~lli'OO]piGrt to rq ottloial oo•..t ad I ,._,t a- 'llllethor 
I letter--Too, I ban tba letter. Be" to tba lottor tr• 
Ricc1Ao _..lac tl-. •"-r to • tor rq ottoat1 .. , trllllatorriDC tba 
"•pcao1l>U1ty to • tot..,. to oalloot tbio tu. 

lll.o~r.. Ao tar u I • -....a the" 1o .. - u coillc • 
With "· 
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11r. a.l.,..riJI&• TOll -' a ___ ._ V.. ap • Jqt ..._. 

tM daE,.. Ia .... r ~bb law! 

IIII.Jr., fila h w~~a• I • aa!r1nc tor. fbil ~ will be 
writteD up iDd p '"IC a 1111 I -a Wa tb1Jic d-. A Npl•U• 
or eaa ID1!IIl ot nal11 ... Ncal&'10GI lit 4.- 10 I cka•t lla.,.. q 
CO OYir tile 'tlboll tbiac apJa. I -- ._ a-u to tlz 11J1 1-

rulll or replltlOGI ao tblt .... lloe7 11 aot pat 1D a pol1t1• -. ... 
M 0u be e111cl tor IMildiDc ap • -.. trca aa111Dc wllaD be baa -
tbl e.utbor1t7 q do U. A- llicllt arq, •I lla4 a 111111• dollar 
<1 ... 1 • be b11d • ap 1lwo -a ... l loat lt. I • coiJic q .-
tM GoYe..-at. To• lla4 110 a._llor1t7 to bold • up. • Qa tile ot:lllr 
baa<l , 1t tbie tell01r appeara ud- oolleoQr 1D •- dlltrln 
11.1<1 tbil t1llow -· Ill tiOO,OOO u4 lloe:r q .. at1ou lt, tbeN 
1boul<l bl e. •:r that Boe:r ou •t1aty ~u wllat tbl 'b01IIl aboul4 
bl. 

Jlr, llltl.,..rt;,!• !b.11 ll a praat1oal MtQr. W. lla.,.. to 
ticht E& snn par1alat • tbll. 

liii.Jr.a J.lltea, IJv:r I .._. I beld tbll .,... .. no-r tor 
thrl• a&ji Qd tbe;r b1re4 • .,..r:r .art ~r tbe;r ooul4 ud cot 
tile State Depan:-at ud po hd - tor tllrll dqe ud I beld tbl 
boat tor thrll ~. at tile ed ot ._ tllrH dqa I cot tT&O,OOO 
u4 tor J"ar• 'lletON 1D pi'IT10111 Nci-• • .~~.,... .. boat al~e 
tlnabld ih DOll at tbl Uo lo ao......-at ud W Cot tile_,., 
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'§ ........ 1a" OolleoMl' , .. l. le!T· 
on O.ca!Mir 7, US&, WU'ftata ot 41a\Niat 1aeue4 117 Oolleotor 

II'JsaiD•, 3M • · y , Dl.trtot, 1a tile Soalell1a& - tor 19311 ... 19~ tcr ta1, 9l9, 02 u4 tu.ru.ae, 1Dol..Ulll ill'-'• .._ ....... . 
lllllh reo.-..4104 117 z-e•- ,.._._ ot tile ,!!! •· T. Dlnr1ot repre-' ,.nung the dhollOWllllce ot all expeuea cle1M4 oa So~llllll ' • re­tuma tor 1V:52 ad 19:53, ao proof or reoor«a be?1lll be.,. aulal Ue4 t o 
tba agent. 1n •l!PPOM ot the eJ:Pilldi\urel cw.a, \beretore uhUrv11T 
41Nllowe4. 

Oil December 12, 19:15, a oen1t1oau ot OGIIPUaaoe wu 1eeue4 to wax SO!aelllng by Coll1ctor J'-• J'. Boer, !!! B, T. Dl•tr1ot, au\hor-1z1ng h1ll to le'"" tlda OOUDtl')'. So~llilll H1le4 OD 12/U/S&. 

2/5/~, a.Y.Act . lla11oll ot tile!!!! B. T. D11'111Gll wu Ul1pe4, at Collector Boe:r•• r.queat, to oooperete wUh Dep. Ooll. CoecroY• ot t be 2nd N. T. D11tr1ot 1D a rMxwlutloll ot the taz Uab1Uty ot sobuli:tJ.a. Rn. Ajft, Reiacll 414 aot CGIIPlete 1111 1J~Yeattcat1• Qd Dep, Coll , Coegrot'l tbeNIIPOD ur1Te4 at a NTUe4 taz Ua111Uty approzi­
MUJI& t8, 800, 

2/Jr>/~, Collector Boey wrote to Saperrt•or 1D CbU's• SW1tt, ... Tori< City (lb:ldbU I-A), requ .. tilll tnuter ot tile se~ll1a& u•••• MDt to the 2ll4 D1atr1ct Qd natillg tun11er u.at se~llilll ... per­
•1ttl4 to aail wUilooat tU:las aa:r aeourt t:r ot aa:r ldJI4 llut Soalellilll' • Mllagar ad the p~t•ra ot tile propoae4 beNt 1D J"lllll U~ cue a 
poraollol (oral) suaru••• tbet they ~d 111tbbo14 trca tile pte N­oeiptl the oorreot ~~ ot tile tu Uab1Uty; aleo that a ..-41t 
bad bee~> lle4e 1ll41cat111C that tha correct tu 11111 be 1D a - llaa than $1.0, 000, 

011 Al>r11 1._ 19~, loe 11a0oha, se~Wlll'• ...,...r, aacl Rober\ 1aol<aoa appeare4 at tile IM:r'Mil ill aa etton to MUle aoa.w..c•• tu Uah1Uty tv 19:12 u4 1~ a4 repreaute4 that tile olllft'Mt ta: u­
bWty bad heeD MUbUIIIe4 at 18,800, fta I'IOOI'U ot the llllfl­Botel obow that OollMMl' Boey Ur1Te4 oa APril 10, 1131 at lhl6 Poll. 
and. lett Al>r11 11, tt.a. ot deput11N ut ~~. 1111 tllat Ill alto obecllle4 
into tbe - boh1 Oil Al>rf1 U at lhlll Poll., c11Mir1111 oat at tallll A.ll. _q,r11 17, 19~ . 'ftleN 11 liO 1"'!!Ift ot OolleoMl' Boey'a 110t1t1MUOD 
t hat be 1at111414 to be 1D 1laaiiJ.IIctoll - tlloM 4ahl, .. ~ 117 NCUlat101la . 

on Al>r11 14, 11~ till a-lea- atlloriul •"' ••Uoa ot S0"-111ac'o tu Ualii1Uty tor the 7'Mft 19!1 a4 1taa ... ad4U10Dal 
tax ot tu,eet,Q .. lltabllllll4 tor llo'il ,_., WIItala - paid to­
cotber 111th 1Dtereat ot 11,1114.3& oa 1111J 10, 1"'' 
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'til• 41tt-• lletwa tM 8d41Uaul -.a ot IJ.,&,IIIt.JS urln4 a\ by!lno .&c\o ~ ot iM J!! •• Y. Dlrtalca, ... II,JIINZ18teq t9,800 arnn4 at b1 Dep. Coll. ooscz•••• ~ •· Y. Dlat1"lot, 1e c111e to t~ taot illai ilia - ...,, MkiiiC ilii atllo1"lae4 ,....., ••uca ...-4 tlte eaule-t .nM4 ot 41..Uowtac 40J' ot up-. u .. alabatl on so-.lllD&'• reWI'U tor lt:52 u4 ltllll IIbera ilia JllftOt .. s..e­pl.ne , wberM.a Dep. Coll. COS£ri'i8 1111lo ..a. a l"'M7"'1 •t1• ., the N­queot or COlleoior I!OeJ', 41Ml.l-a a YU'71al proporUca ot wi a taw ot such it ... 

coUaotar HM7'• aoaiea\ica 1e illat u 414 110i 41reai a... Jet, Ruooll ot tu 1114 •· Y, Dlrt1"1ot aa4 Dep, Ooll. Coecrcrr• to .-Ire • re­dotermutloD ot tu tu Uab111i;r bat tllat he reqaeaied .. laquir;r to uaiot b.1a ill ln•ndn111C ilia pzopcor _, ot MOUrii;r to lie obtalaecl tz<a the 1acobo. Tide eqlallatla 11 1aaou1nat wUll Ilia letter• to SUpeniaor 111 ~ S'ldn ul Colleo- Btgj .. (:ID1111h 2-.A ul 1-<:) IIIIich ... rer to a rea'll41 i a4 • •&eiellliaauca• of the illlt Uab1U t:r tCJl' tho .. :raaro. Pl- 110te illat Solrre111 .. aalle4 Deolaber U, ltllll ee...u tlla rearw1aat1ca .. 110i •-oe4 aiU ftb. &, liM. 
Colleoior Hoe;r rtatM ill llle leitar to Colleotor Blgju ot Mu'Oll t , 1936 (:IDlblti 8-o) that 1M aa4 111lcl 1aaoba •telt that a.. the pl'Opn de4act1caa tor ~ n., ,..... alla•l \he illlt aoal4 aoi """* appl'OU.tel;r tlO,OOO", Ill Collaotor HM7'• leiter of ft'll. 1&, 1936 to ~rrt•or 1.a Char&• san (:ID1111t 1-1.) u 11 ateW 1a pan, •a rllu4U .. ..te *ioll 1841oatee illat tlla oorreot _, ot the tu -tll he ill a - leu thaD tlQ,ooo•. 

• I • 
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TREASURY DEPARTMENT 69 
A.lli-- .....-

w.t.s HINGTON /f"'> 
V1 

~- ) , 19)6. , ~L -

;Y"/ 

Reference 1e M4e to tbe conterance held in :rour 
office this 11ornina with Collector Boe)', concern!D& 
the recent 1nveati&at1on ll&de b1 acenta of the Intelli­
aenca UnJ.t of the bandl1D& of the Sc!D.UiD& ease 1n 
the Collector ' s dietrict. 

I aa connnced, after lletea.i.lll to hie expl&DaUona, 
that Collector Boe;r bu not been guilt;r or azq d1abme!lt7 
or intentional wroncdoiD& ill the !JendHna of the SclwelHDS 
caae. Be did unqueeUonabl;r violate the rule• of procedure 
1n force in the Bureau of ,Internal Revenue in go1JI& into 
this matter as be did. Be was wi tbout author it;r to reaudit 
or redete1'11line the tu: liability in thie ca... I f eel, 
however, that aa a result of the steteooenta llade to b1a 
b)' you we may reasonably expect hie adherence to the rules 

., ........ "' "" ........ . ~ 
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HIIJr : 

StrauB: 

l!liJr: 

S: 

l!lljr: 

S: 

l!lljr: 

S: 

l!loljr : 

< • .. 
~Jr : 

;:. : 

IIJIJr: 

S: 

Jlj r : 

S: 

fJIJ r: 

S: 

llliJr: 

:.: 

JtJr: 

S: 

Hello 

Hello 

llr. Straus? 

Yes, sir 

Henry Uorgenthau, Jr. -

l'ednesda)' 
June 3 , 1936 

Hello, llr. ;,ecretacy , bow are you? 

How !ll'e you? 

Fine, t hank you -

Kr. Straus, one of our vecy best --

- I di~ 1 t get that. 

One of our very best men from New York is down here. 

Yes 

And it seems that he feels fairly confident that an 
employee or Macey ' s has been guilty or bribing one 
of our Customs people. 

What !? 

Yes 

That ' s awtull 

(Spdten to llr, Manning who is sitting 1n the Secretary ' s 
office: Isn't that right?) 
Wait a minute - he says splitting with a Customs 
broker. 

What? 

Splitting with a Customs broker' tbat 1s what he 88)'8 . 

One of our e11ployees, what does he aean, splitting? 

Well, I 

What does he ••an b)' tbat? 

UUjr: Wait a minute and I ' ll ask hill . (Spoken to Mr . 
Manning: What does that ••an?) 
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liliJ r : 

I!'Jjr : 

-2-

The point is wba t I want to do is I 1 d like Kr . 
Manning who is our bead lawyer up there to have a 
chance t o see you and explain the whole thing to 
you. 

Well, I wish you would. I can't imagine anybody 
doing anything Of that kind Up here • 

And - - because I felt that if you knew the f acts 
t hat we 1d ge t the full cooperation and that ' s why 
I ' ll calling you. 

S: Why certainly . Do you mean to say that somebody --? 

!DIJr: 

S: 

l!lljr : 

S: 

Be means, as I understand it , that some or the goods 
were undervalued, is that the explanation? - And 
that the broker - ? The broker got paid for it 
by llacey1 s to get this goods undervalued and then 
they split a certain - (Spoken t o Kr. llanning: 
What?) They split the savings and your man got part 
of the savings . 

Who was the man? 

(Spoken to Mr . llanning: 
Be says he'll give it to 
see you. 

What's the man ' s name?) 
you when he comes up to 

Well now when wil l he come to aee me? 

l!liJr : (Spoken to Kr . llanning: When do )'OU want to see him?) 
'tlbat time Friday? 

S: 1' 11 - not 1n ay office. 

liliJr : No, well suppose 

S: 

Hlljr: 

Now, wait a minute, now let me t hink -
the wire a minute? 

Surely 

can you hold 

S: 

llliJr : 

I have to go into my office ror Just a second. 

1' m sorry • 

(Pause) 

S: Bello -

l!lljr : Yes 
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S: 

-.3-

Ah - - I can see h1lll aey time - I 
have - the only appointment I have on Friday is 
a luncheon appointment at about halt past three. 

l!lljr: Well -

b : I can see him any time Friday morning . 

l!lljr: (Spoken to Mr. llanntng: What time, llanning?) 

S: Hello -

l!lljr: Just a moment, please. 
be all right? - Would eleven o'clock 

S: Eleven o'clock will be all right with me. 

LhJJr : lolanning, 11-a-double n- i-n-g 

S: U-a-double n-i- n-g? 

INJr: Yes - lolann-ing 

S: All right, sir. 

HliJr : And he 1ll have the proper credentials to identi!)> 
himself. 

S: He Will? 

Hllj r : Yes 

<> : All right, and then he'll tell ae all about it here? 

BIIJr: He'll tell you ell about it, the whole he'll 
tell you everything that we know. He ' ll tell you 
all the !acts . 

S: It I could get some clue - I'd like to be able to 
get some - to have the people ready wbo will tell 
me more about it. 

IIIIJr: 

S: 

RIIJr: 

S: 

iiiiJr: 

Well, I think, it you doo• t mind 
rather -

All right, it you don't want to. 

I aean I ' d 

I 1d rather have him tell you personally -

7!es 

And we know that we ' ll get Tour cooperation - that ' • 
Why I 0m callinc TOU, 
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S: 

-4-

Well I appreciate your calling •• up. 

Thank you. 

5
: And I'll be very glad to see h1a. Bow bave you bee? 

l!lljr : Pretty well 

s: It must be pretty hot down Where you are . 

Hllj r : I t ' s hot and busy. 

5: Yes , I imagine. 

l!lljr : I hope to see you soon. 

5 : 0 . K. 1 thank you. 

Thank you. 
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The attached wae prepared at. the 8eoret.&r1'• requeet. \o 
be discussed with the Preeident. when he eaw h1• at. G:l5 t.h1e 
morning. 
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T REA S URY DEPA RTMENT 

INT... OP'P1CC COMMUNICATION 

• ••• .J11De s, li&S 

Tbe SeDate Pinanoe eo-ittee•a ettort t.o. a'ft>icl iapoa:lq 
lUI atreeu .. tax on 1111diatr1buted eaminc• bJ att-ptine t.o 
etrengtbal SectiOD 102 ._. renlted 1D a prorldon wb1ch, 1D -q 
j udpent, greatl;r -ana tbe aaotion aDd will Mrioual;r baDdioap 
t he Go~t 1D tutura litigatioo. ft. a-ate eo-itt. would 
pi'OYide that a corporation ret.olnloc _. ~ ot ita •apecial ad­
jUIIted net iDcoee• or aore tbul $15,000, wbiobeftr 1a creater, 
•elalliDcludoe 1D ite retuna (beDce 1IDISc' oatb) a atat.et eett:lq 
tortb the .--• tor t.-watJ.ng t be eamiJI&a or protita.• 

It will "- 41ttieuU to gn tla courte t.o CO bact ot ear 
eucb atat..lta aDd deo1cle with tbe llurMn that tbe rMl taeta -. 
otbe:rri.ae, becaaae ROb ata~ta will ha.,. t.o "- llllde moder oath, 
118de pursuant t.o etatutor;r lllllld&M. aDd will t;ypi~ reeita t01Wl 
findings end resolutions bJ boarda ot direot.ora. Tile probe.tiw 
nlue or such atat-ta will be a oo'lti lae:al q...atiOD, but tbe 
courts will turn t.o tbe oaloc;r ot the probe.tiw nl.u ot diaoofti'T 
1111der oath pur8UA1Dt to bill in eqait;y tor diacoft171 Uld will bold 
nch atat..lta or creat probe.tiw nl.ue wbicb it will be dittiaalt 
t.o crrercc.e bJ -ter pnot. 

U tbU aDd otber obJect' ooebl• pro'riaiau l.1loe tbe 
Lonergan~ nz' t atteetJ.ng .. tate tuM are t.o be 
eHe lnot.d, reJlN'M ..uJ. )a.,. to be plaoed apaD the J1oaM '!U 

or the Coat- eo-itt.. :rar tbia JOII'POM• w liNd t.o be.c1D 
DOll t.o 8UpsUT tboM ..toera witb tbe -a&r;y •terial, Uld N' 
appropriate ehan-J ot -.aicatiOD tor tbia purpoee alloulAI be 
opened, That f11cbt be a talepboae talk bJ ;yourMlt with Doucbt.oll 
aqtng that tbere -. cleta1la of tbe propoMCI taz lee:' •lotion 
which t.omiciana 1D tbe Depu"~t would l.1loe t.o .u-a with 
hia. 
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June 3, 1936 

llr. Phillips came 1n t o talk to the Secretary about 

the Italian debts . 

77 

HM, Jr . asked him, •Do you know about the message tbat 

the President got on this tbing from Anna 0 ' Hare McCormi ck? 

ae got a 11essage and be talked to •e about 1t at the ti•e . 

Anna O'Hare came back and said that the Italians bed it 1n 

mind end one of the reasons that they want to do it is so 

that they can get the jWip on England and France . Italy 

reels it is a great diplomatic move. The President hoped 

it would not come up before the electi on.• 

lolr. Phillips explained, "The situation is that we sent 

out, in the usual way to all of t he Governments , the ordin­

ary circular bills . We transmitted t he Treasury statement 

and as a result of that cooes a telegram from our F.abassy 

reporting a conversation between the Minister of Finance 

and our Charge d'Affaires , the meat of which i s as follows : 

•I have just returned from the office of the 
Minister of Finance who asked me to call on hi• this 

afternoon. The Minister referred to conversation of 

Ambassador Long with Kussolini and Suvich on Italy's 

debt t o the United States , and said tbat Suvich bad 

transmitted to him the Department' s notificati on t o 
the Italian Embassy regarding June payments . He said 

that as 1t was iapossible through lack of time to 
discuss the matter before the fifteenth of June, he 
considered that the usual negative reply must be sent . 

The Italian Government wishes , however, to enter into 

discussion with the Government of the United States 
with a view to ascertaining if some settlement could 

be agr eed upon, and the Minister asked if it would be 

possible to let him know the views of the United States 

Government on how these conversations might be initi­

ated and the place at which they might be held. I 
told the Minister bat his inquiry would be ca..mtcated 

to you and that as soon a1 a reply was received, I 

would inform hllll of 1t. 

"The conver sati on was brief and there was no dis­
cussion of any detai ls . The lolinister said that there 

were two principal groups of quest i ons to be considered• 

(l) questions relating t o the payaents in de~ault, an4 

(2) questions relating to the entire indebteoness of 
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ttaly to the United States. Be emphasbed that it 
would be necessary to give due cons ideration to 
Italy' s ability to pay and said that the matter 
of refunding at a lower interest r ate the Italian 
commercial debts owed in the United States is a 
factor in considering the entire question . From 
my conversation with the ~inister , I might add in 
conclusion that it appears that he does not intend, 

78 

in replying to the Department ' s recent notification, 
to put forward at t his time any proposals in r egard 
to the payment of Italy 1 s indebtedness, but t hat he 
wants you to !mow of the Italian Government's willing­
ness to discuss the debt matter. 

It i s very bard for us to know whether that is any 
real change of att i tude on t he part of the Italians . All 
the Governments have replied in l ike manner, that i s , that 
they recognize their indebtedness and, of course , are 
willing to discuss ways and means at the appro~riate time . 
The draft which we propose to send was a rather r outine 
one and did not give any indication that we were prepared 
to do more than listen to any proposal which they might care 
to submit through diplomatic channels . I put i n the words 
"diplomatic channelsft on purpose, because I did not want 
to wake up one morning and find that they were sending over 
a commission to discuss it with the Treasury . This was 
before your time, but they sent over Leith-Rosa in 1933 . 
It was very embarrassing . We felt it was desirable for 
the initiative to be held in diplomatic channels until the 
terms were such as to make negotiations possible. Then of 
course it becomes a Treasury matter exclusively. 

BK,Jr . then told Yr . Phillips, ft i did not argue with 
the President because I did not have any i deas on the matter . 
He had it so firmly in mind that he did not want to discuss 
any war debts and make an issue while the campai gn was on. 
I appreciate that you say the President bas seen it and 
asked you to d i scuss it with me . I do not know how you 
feel , but any such discussion woul d have to take place in 
Washington and you people feel as I do -- one country at a 
time, instead of sitting down with a whole group. 

"The other thing which I do not unders tand -- the 
President mentions comaercial debts . If this happened, 
would we went to do what we did with the Cb1Dese? Z:eep 
these two things entirely separate . I do not feel it 
is the duty of the Treasury t o go t 'l the .. t on the priftte 
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debts of a country, but only on Governaent debts. I 
wonder if we understand each other. I reel very, very 
.strongly that it is not the duty or the Treasury to try 
to 

6
et into the question of private debts and if they 

wwnt to go into the private debts I would not want to be 
1n on it. On a friendship basis, is my position correct? 

Phillips answered, •Perfectly correct . On the other 
hand , if it is a Government debt, the Treasury is in on 
it. The Treasury is responsible for Congress .• 

BM,Jr. then remarked, •In discussing this thing, Mrs. 
McCor mack said that they are quite conscious of the fact 
that Finland has done some financing . If they do what 
the President has in mind, t hey would Just Jump at it . " 

Mr . Phillips inquired of the Secretary , •If the Presi­
dent asks me what your attitude is, can I say it is all 
right?" and Kr. Morgenthau asnwered, "Yes." 

The Secretary then tol d Mr. Phillips about his con­
versation with Bewley and Phillips remarked, "The European 
agitation does not affect this country very much." 

Mr . Phillips departed and Yr. Yorgentbau commented 
as follows: "If the Italians would come across and I 
knew what the formula was, I could put it across in two 
weeks. I think the State Department has put something 
over on me, but under the circumstances there is nothing 
that I can do because the President did not communicate 
with me direct and nobody but the President could tell 
the State Department that be wants the whole thing handled 
!rom the beginning by the Treasury and, therefore, there 
is only one thing left for me to do and that is to go along 
with Phillips and take him at his word that when the matter 
gets down to final negotiations , the Treasury will conduct 
the negotiations. " 
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JWlC 3 1 1936 

I h..r.ced t ne ? r esident tne letter T. hich I ~u>d written 
h1S 1:: reg ... r d t o ..lcReyt.old s :.."d I s .. i d , Lo yo .. ·. w-.t to t .. ke 
t t ::oy;?' WlC he Stiid , Yes . I re~o.lly 1\!.ve not decided who 
1 w·.nt to m<.ke ~o::~ptroller. I have not received very m:ony 
cood s~gestions . He st.id, Congressmt.n ~ochr:on, who is 
\..~ircu..n of tne l..ommittee on Expenditures in the House, llus 
been suggested . You have suggested McReynolds . " "'nd then 
ne st.i d , " l am going to tell you who else has been suggested 
11111! you ~>re the first person I have ever discussed it with. " 
He st.id , Harold Ickes. Whl.lt do you think of th~<t?" bo I 
said , I do not think he is perticulurly fitted for the job, 
bJt for yo !.II' peace of mind I think it would be marvelous and , 
furt hermore, it wo~ld SbVe the vovernment hundreds of millions 
or dollw-s. He Sbid , Yihh t do you me~<n by tho. t?,. !io I 
st.ld, .. s long t..S you brought up this question , I w-..nt to S~>Y 
t~t 1f you d id not ~ve the problem of trying to satisfy 
Ickes, Hopkins tt r.d Tugwell for the last 18 months , we wo <.~ld 
nuve s~<ved ~<t let1st ~~oo,ooo, ooo . The ~resident said , 

t.o t quite thbt much, Henry. ·• So I st.id , "Dar n near thl.lt . " 
"nd I s ~~oid, "Furthermore , you would not be trying all tne 
time to do special things t o satisfy the three of them. 
He s~~o1d , "If I make Ickes Comptr oller Genert.l, he i s not a 
l11wyer and, therefore, I would make him give me a letter in 
writlng tru.t on &ll legu questions he would Bsk for the 
oplt•ion of the ~ttorney venerc.l . I st.id , But, llr . Presi-
der.t, Ickes is "' luwyer, and he then l&ughed loudly. Then 
the Pr esident Sbid, Becuuse 11t tbe eud of a yebl' , Ba.rold 
woJ.ld be &t swords 1 poiuts with everybody in the •.dmi nis t r&­
tion, und I said , Why w&it a ye&r , ur . President? He 
wo\ll,d t.rrive c.t thlit point lit tl:!e end of a week. ' "nd 
~g&in the President l&ughed sympatheticblly. 

He s&id , Yy problem would be to find "' new Secret ury 
of the I r.terior . ' I suid , •You would no t g i ve t h<.t job 
t o Cbbl'lie Y:es t ? ar.d be said, Jnder no circUIIlst &r.ces. 
I J~st got & cont ruct for the oil resarves iL Culiforni~, 
which got by both Ickes and West , whi ch would permit tne 
oi l compc.nies to dr &w out of t be n~v6l reser ve fiel ds i n 
C11l1fornia t Wice as much oil a s t he:t IU'e entitled t o . ' I 
Suid , If you give Ickes t his Job, you cert~1rliy will sleep 
better night s t hun you huve i n the p&st . • 

Regraded Unclassified 



Inasmuch &s the President opened up the subject , 
it w&s m,y opportunity to let him hlive it between the 
eyes ~>nd I did, und much to my surprise he took it and 

liked it. 
~d a long discussion with the ~resident about the 

English. I showed the President my letter to the British 
nmbass~>dor in answer to the one which was banded me by 
Bewley. He reudi it very c~>refully and ~>pproved of it 
e.s written. I told him thut over the week-end I W~>nted 
to t~>lk to him about bow I should answer the British. 

kle then sturted on 11 long lu.r~>ngue th:.Lt be thought 
we ought to blove & secret commodity price i ndex with 
.. hich we would mlltmge the dollar. Be sbid that Sweden 
had been very successful with it and so hnd the English. 
Be felt thut his message to the Economic Conference, in 
July 1933, should be our text and bible. I told him 
th;.t I f elt thc.t if we could indicate to Fr~once thbt 
both Engl &nd &nd ourselves wo~d not try to dev&lue further 
if t r bnCO would mbke a clean-cut devalUbtion at this time, 
that it might assist ~ranee to ' mWKe up her mind und uccel­
era te uction on her part and we might be able to bring 
about ~orld st&bilizbtion between England, France and 
ourselves within a couple of weeks. Be was quite excited 
&nd enthusiastic about the ide!. and realized fullY its im­
portance. However, I am going to hhve quite a time of it 
until I can pin him down, becuuse every time I have brought 
up this subject of the discussion of stabilization with 
Englund, he always balks . See * on next puge . 

nS I left the rooaa, Churlie West cue in and be sai d, 
•Glavis wants to get the income t&x report of a large con­
tributor to the ltepublican party. Can be see Irey?" I 
said, "No ; be had better see me, n and I suid , •By the 
w~>y, who is Glavis working for these days tlnyw&y?" So 
he suid, "Well , he is doi ng this speci al wor k for the 
President, but shortly he will be t r ansferred to a cwa­
patgn lnve~tigoting c~ttee of the Senate and th&t i s 
the W6Y we have solved the Ickes-Ballou-Glavis fight . 
Don't you think thtit is swell? • nnd I said , •l rebll7 
do no t know. •' (Note: Before I give GluviS any access 
tCi our tax papers , I certbinly want to know wh&t he 11 

doing.) 
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The President said he had a little re•er last n1&bt, 
but seems to be a little better todof• He said be would 
r.o t work this afternoon. 

~ The President asked me whether in our rrench trade 
&greement there was a provision made to take care or tbe 
Frer.eh devaluution and I told him thut there was. The 
?resideut did not even know thut. 
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!)IP0'!'1'1l:'l' COLLA'Il'!RAL PROVISIONS TO BY. CJUNO~ Ul cor:n:.l~t:CE . 

•• 

6. 

?. 

a. 

9. 

10. 

LOnergan amendment on estate tax insurance to be 

elimtna ted. 
Copeland Liquor Tax amendment to be eliminated . 

Review or Exciae taxes by Board or Tax Appeals to be 

el!m1Mt.ed . 
Windfall tax (title III) - 30-d.ay rebate provision to 

be eliminated. 
Preferential rate t or sales ot oil and gas propertiea 

( I 10.) to be eliminated. 

Preferential rate ot tax r or Canadians a~ ~xicana 
( II 2ll{a) and 23l(a)lto be eliminated . 

Common trust provisions (I 169) to be revised. 

Floor stock, etc., r efunds, (II 601 and 602 ) - $10 
limits tion to be restored. 

Title VII -Refunds or taxes under Agricultural Ad­
jus tment ACt . $10 limitation to be restored . 

Corporate Reorganization Amendment (II 112 and 113) not 

to be relaxed. 
Note - The f ollowi ng amendments do not concern Treasury Policy: 

a. Additional taxes on importation and processing ot otla. 

b. Tarttt on sardine oi l . 

c. ~xtenaton or tax on im~orted lumber. 

d. Provision ror quota on imPort• ot shingles . 
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-tubout leg.elat1oo anybody can tat.e out icsurance to proYlde qulcll: 
d atb ~ pey eetate taxes. dut such funds •ould not be exempt trom del! 
' end ebould not be, any 1110re than should funds eccumulr ted tor the 

0
:U,,ae in any ot her "l"ay, tor exa.ple, in eeYill(!s accounts or by pur­
or oo•ernMnta. 

nue the Lonergan amendment •:oul4 reeult in no loss or rennua in 1Q36, 
could oauao an estimated loss or $9 , 000 , 000 during 193'7 end or 

,000 yearly tbereetter. 

n YOuld discriminate against 11111all eatatee because es the eatetee in­
tne amoun t or the deduction increaees and the tax decreases more 

~ro1>0rtionately due to the tact that the rates on larger estatee are 
For example, on an estate or $100,000, wi thout t he insurance da­

t to tax ~uld be $9,280, and with the deduction $8,1Q8 , a eaving 
or 11.6~. On an estate or $1,000,000, without the deduction the 
be t~22 ,600, end .-ith the deduction tl58,'724 , a saYing or $63,8'76 

on an eatete in the higheet bracket the mexiaum eaYios would be 
Also inequities as be tween estates are ooss1ble because one tax­

eiftht be in a uosition to adjust his atratrs t o meet the amendment and 
obtain ita full benefit , while other taxpayera mi~ht not be in a poet­
to adjue t. 

!lo reatrictions ate placed on the tyoe or insurance deductil>le or t ~e 
iod or t ime it must ht,Ye been in force, and policies in amount un to 

are deduc tible. Because or the diversity or forms or insurance 
ing and the ingenuity or insurance agents in devising additional forme, 

subterfuges wbioh would ena ble both taxpayers end insurance com-
to profi t at the exoense or the Government are possible. 

The amendment oight be prejudicial to states whose death taxes are so 
ae to secure t he maximum amount tor which cred1 t may be allo .. ~d 

,11~!en,ctt1hse 1926 Federal tax end might induce taxpayers to chnnge their 

It ~ll give preference to insurance oYer other cleesea or inYeetmenta. 
ahould the pr oceeds or 1n£urance policies be deducti ble trom estate 

and not other property
1 

including Government bonds , wben such oth~r 
ty Is used , as it may oe , to make estate tax payment imr~diately oa 

This oreterence would end to make OoYeroment securities leaa da­
snd Interfere with the GoTBrnment •a program or f inancing. 

ror 111.1 Prectical purposes, the general etteot or the 1111endment would be 
~om tor l nsursnoe comnaniee end agents ; and a discount at a rate eQual 
the hl~heet r ate or tax eoplica ble to each oatate, or from ~ to '1~ 

upon the s1~e or the estate, will be allowed tor promnt p.,.eat 
4eath taxes .. 1th i nsurance nrooeeds. It 18 too high a price to p&J'. 

The aoendment would result in serious adm1niatra t1'" difticulUae . 
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It It it desi red to oroT1de a441 uonal wa)'a ot MeUDS estate uaa 
tU •tnatal.lllent paJlllll nt" metbo4 , \11118 aboul4 be SiTeD to tbe Bureaa 
dotelop such a plan, which misbt lnol\lcJ" lnatal.Mnt cJeposi ta '111 tb the 
" ortor t o death and which woulcJ aTolcJ the cJ1aor1m1nat1ona, 1011 

re..enue, an4 ot her objections mentioned aboYe. 
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.e. Copeland Liquor Tax .lMnd.Mnt. 

This amendment proYidea ror the collection or the li~uor 

tues from the retailers . It na attached to the FACA Bill 

lest year end eliminated in conference. 

The plan contained in the amendment ie impractical and 

unworkable. It would greatly increase the adm1n1atrat1Ye and 

ent orcecent work or t he Bureau and •ould undoubtedly pro1110te 

bootlegging and cause loaa or reYenue. 
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3. RaY1ew of Excise Taxes by Board of Tax Appeals. 

'fhe Senate acendment girtng the aoard or Tax Appeals Jurta­

dlction to rertew cases 1nYolrtng excise taxes should be elimin­
ated. 

Excise taxes are on a monthly return and collection basta , 

end the machinery or the Board or Tax Appeals is not adanted t o 

handling t his class or cases. The amendment is not adequately 

drafted t o cover t he extensi Ye procedural changes in the lew that 

ould be necessary. 

The Board or Tax Appeals is already far behind in ita docket. 

No good reason is seen ro r diesattaraction with the present na thod 

or handling exci se tax oases or ror loading this additional work 

on t he Board. It 11111y be noted that under existing law oost or 

the excise taxes in question Will automatically cease to be in 
force on .July 1, 1937. 

Regraded Unclassified 



88 

- 4 -

4. ~indtall Tax - ~0-day Feriod tor Rebates to Cuatomera. 

The s enate amendment giYing taxpayers under Title III ot 

the Bill a deduction tor tax rebates to customers mede within 

thirty days etter the enactment o r the ;.ot should be eliminated, 

end the r.ouse provision shou1d be rea to red, so that allowance 

will be made only tor rebates made on or before llarch 3, Hl36 or 

under a written contract existing on that date . 

The senate provision will s timulate taxoeyera to build up 

ROOd will by making these rebates to their customers and saving 

the 80 par cent tax. There is no real nossib1li ty or these re­

batea being passed along to the ultimate consumer who really bore 

the ~urden ot the tax. The consequence is that the dealers who 

recehe t he re!lates will become aubjeot to the tax on unjust en­

richment . This maans that instead or haYing e taw thousand tax­

payers t o deal with the 3ureau III8T beY& in axceaa of a hundred 

thousand. Thia will mu1t1ply by seYerel times the investiF• tiY& 

~rk end litigation under title III, and in the end will probably 

mean the lose ot most or the rennue under title Ill . 
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5, Prererentiel Rate on Selea or Oil or Gas Properties 
--Sec . 104. 

section 104 or the Senate Bill granting prererential treatment 
u lnco::;.e rroo sales o r oil or gee prooertiee should be eliminated . 
Tille pro•t=ion limi ts t he tax attributable to such income to 30 per 
cect or the selling price or t he property. 

89 

Prior to t he Revenue Act of 1934 a eimilar provision appeared 
In the ln. /'5ee aection 102 or the Rennue Act ot l93,g1 The eu­
llnetlon or tnis pro vi ston when the Revenue A.ot or 1934 wee enacted 
•fparently recognize s Ill the t the oil industr y 111 not t oday in e 
1 tu· tlon which cells tor tax beneti ta t o atimule te production, end 
(2) that the complete revision or the cepi tel gains provision wes a 
eultable occasion to drop the special provision . Under the old law 
pine on property held by e taxpayer tor not oore then t wo years were 
uxed a a any other income, while gains rroc aaaeta held more than two 
Jelrl were subject to e Umi tetion that t he tax could not exceed l2t 
~r cent . The Revenue Act of 1934 intro ducad e system of tuing such 
Income uoon a oercentage baa is grad us ted accord! ng to the length or 
UIDII the property wee held, and starting the preferential treatment 
at one year . 

The a rguments ror section 104 of the Senate Bill are oresumebly 
that gal na on t his type o r prooerty are sudden and sporedi c end that 
tl:e busioeas will be driven into the banda o r cornoretiona to eacepe 
l ta high surtaxes . The rtret a rgument is largely met by t he new capi­
tal gaioa provi sions , end the second argument t a no more convincing 
~tb respec t t o oil or gee property than with reenact to any o ther 
type or saleable asset. 
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e. Preferential RUe to Residents and Coroo r11 t1ons ot 
Cell3de end ''exico - Sees. 2ll (a ) and ::3l(e) . 

Tbe prererentlel rate ginn to (1) income ot nonresident 

aliena Uvtng 1n Caned& or llex1co, end (2) di videndo received 

br canadien and 1-lexicen Corporations ( ~ i n lieu or the 10~ rete 

aenerally applicable) should be eliminated trom sections 2ll(e) 

and ?.31 (a) . 

90 

f ba State Department opnoaea thie ae t diacriainatlon against 

otter countries and t here see!"' a to be no reason ror ello-.1 ne; such 

a loa flat rat e to nonresident aliena end foreign corporations. 
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7. C~oD !ruet ProY1a1oD - leo. lli. 

!hle proY111oD ( eeo. lei of tbe leu.te 1111) 
tuee a •o-oD truet• •• a partnerehlp of truete. 
In erreot, the prorte1on will allow baDke &H 
trust oo•panlae to operete 1DYal t..Dt tl"'late 'IID4er 
thla e :110ept1oD t"athlr thaD Wl4ar the SIDiral l"'lle. 
It 11 true that the rapl.aUODa ot the Pe4eral 
Reeer.e Board at preeeDt reetr1ot thla aot1Y1tJ, 
but tha AMr1oaD Bankere1 Auoo1at1oD 1e atta.pt1DS 
t o have theae reetr1ot1one relazet. 

!be Senate ... D~Dt will S1Ya r1ee to 41e­
treea1D& lesal u4 ata1D1etrat1Ye proble••· fbe 
oourt 4eo1e1oDe oD the partDereb1p prortaloDe 
1nYolYe4 are 1D oontulloD, aD4 1t 11 un4ea1rable 
to proJect theae ooDtroYere1al queet1oDa 1~to a DIW 
t1el4. 

Approxl .. telf the ... e reaulte OaD be reaohet 
b7 a proY1a1oD that oa..oD truete eball be treated 
tor 1noo•e tax purpoeea ae atr1ot trueta. If the 
pr1no1ple ot t he Seu.te ... D~Dt 11 to be reta1DI4, 
1t 11 hlgbl.J 4ea1rable that thla altei'Dilt1YI treat­
•ent be a4opte4. 
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Title IV - Export1 Chari t~~le Delivery, aDd Floor 
s t ocks Retunde - ~10 Limitation on Clatma. 

The provi sions l imiting allowance to cl aims tor $10 or 

~re sh uld be restored to eect1one 601 end 602 , relat i ng to 

refund a or exports nod chert table deli veriee and P'yments on 

floor Hocks as o r Jon~~&ry 6. 

92 

The i njustice which could result troc this limitation is 

negU~lble . Not more then $:> ,000,000 would be involved i n claime 

ror 18 u than $10 even i t such claios "ere all tiled, but the 

exclusion or theee claims will saTe a vas t and disproportionate 

amunt o r administrative labor . 
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Title VII - Refunds or Taxes unOer .~ri cultural Ad­
Justment Act - tlO Limitation on Clai ms. 

93 

The r e tention or t his title a s adopt ed by t he senate is 

h1~hly important , but ror edministret1Ye reasons it ~ould be 

dealreble t o restore t he $10 minimum limi t on claims which was 

stricken out on t he floor or the Senate . 
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10. Corporate Reorgan17.Ation and Liquidation Pro•iaione 
(II 112 and 113). 

Th1a Senate amendment is acoe~tab1e, but it is imoortant, 

1r 1t 1a retained , that it be kept intaot and that none or the 

aare -gu~rds be eliminated. 
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DOJIPl' J'ltll PD88 C<m'IUIOI OP .nJD 4, 1936, 
OOICppiG IMPQSI'!IOI Or QQQCWfAILI& DUfiW 

(llr. Oaeton cl1e\r1'ov.h4 Ule 'fr .. ..,.l'7 Preee J.el ... e 011 

Caun\erralllDC DU\lee) 

~. Tou IDeNl the Qeman Gonr1111111t 1e nbeldhlDC Ula .. ar\lolte 

at a lower prlo t \ban Ul~ would ordill&rll,y be aporte4Y 

lliNllf IIOIGD'r!Wl, Jll. I llq I ,fuet NiT We. It 70U will Ju\ 

tor a alste, b .. r with •e, u4 tAle 1e abaoluhl,y ott the 

record, !he firet Uli.D« I nat to NiT hare 1e - thie 1e a 

Tel7 o011plloated 8114 1ntrloata rullDC &114 deoh1on. Harbert 

<l•uton bat prepared a aeor&Dibal t or baok:CJ'olul4 tor TOll 

people 11hlch he will ciTe 7011 a hh otfioe. Mr • .Jobuon 1e 

aD4 he h the haa4 1&-qer at the ~or .. u of Out011e, u4 at 

the ottlce ot the Attorn~ General Ulert will be lltde ani~ 

able the rull114: of the .lttorntT Qeneral, wh1oh •• chen to 

.. Ttthrdq 011 'llhl.ch w tel\ Ul&t U •• eo lllportut \bat 

Ye clid DOt -t to elllpl,y llllll:e the -· witbollt ptUDC \lie 

opinion ot the .lUornq o.-1. 11otr \11&\ h anilallle 'ov.\ 

I IMYG' ciTe out hie opblon. ht I 414 uk 11111 011 the plio• 

&D4 he eald he -u be c1a4 to .U:. hie oplnioa llftlla'ble, 

aD4 the Ulare h We - tor ~· 
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Q. 'l'hia &O•• h\o aa 1lrreeUpU011 of "blooll:e41 -.m.. 

DIRf IIOJW)III'!IWJ, .TL 1 'ftw whole que\1011 of "bloalr:eol' .uke. 

n h a lollc Job. JobllaOII h here \o aaawar aa -. 

queaUona •• JCIIl _, aD4 1 • telliq 7ft 1\ h a 10111 

111trioah nbJaot. lbat waa 7f1V queUon fillbert 

95 

Itn'IIIU 1 wolldereol what thq ata~~t 'b7 ev.beldheol, whether thq 

meant eelllq at a lower price than thq ordiii&J'I.l7 wnld! 

JOHIISOll: It mta~~a 'b7 Go.,.rment rapl&Uoruo, aid h ctnn to 

the Geman e:oporter for th .. e c-.od!Uea which eD&blee 

the to Mll cood• 1A the thlitad IStatee for la .. tb&n tbq 

could otherwhe be aold for. 

I!EIIRT UOMD'l'l!I.U, Ja. 1 Do ,au. fallon want \o ait down! I will 

get extre chaira 1f ,au. '111Ult t ot 

JOHIISOll: 1lUoclte4 1 aarlta h 0111 pbaM o:l' the illlbe14J. 

Q. h 1i • bic pbaaet 

IIR. J OlllrSOW: Ii h a Y&r7 larce phaMo 

Q. lbat llli~t be oalleol the prinolpal pbaeet •• it \be 4._ 

no'\IIIC•ent o:l' the fayoreol nation cleue• o:l' the cocaercial 

treat7t 

'!hl.a h not relateol 1A 8Zf1 mann.r to the :tanreol •Uoa 

c~ee. 'l'll&t -• 1n October 1934 &1111 •• e:l':l'ectlYe la 

October li:s&. 

lm. <Wrl'OII 1 will ctn ,au. acae o:l' thh ~ •-· It h 

not for direct quote 'bu.t :tor paraphraae or otherwi.., 1\ 

h Just that the tll1n& h ccapUoatecl. 
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Q. I don't ••• wh, that ~e7 p1olte4 the" particular arUolee 

to wbe141ae7 'Ph-., don' t look Tery iaporte.at.. Bow abov.t. 

~11&8 llb etHU 

JO!III90lfl You rill 110te tra. the \'reatlll'T rel.,.ee, the etat-t. 

1a ud.e tbat thh \'rea.,.q deoleioa rill be .appl•eahd 

h' .. t il!le to Ume t.o c:haDce the rat .. or add -o41Uea ae 

turther 1ntomat1on ~ require, All the SecretaJ7 eaid, 

~. h a Yel')' ccaplioated prooe<ture. Ou.r inveatiptioaa 

baTe procre .. ed tar •nou&b to MJc. thh dechicm &114 to 

1ll41cate that ad41Uou to the deo1e1oa are .. ..,. probable. 

I ~ t1q that 1t the CCIIDodi Uee ••• to be 'OJlilllportant. 

9S 

tn Ge:man - ""'erican trade, appearance• are decepthe. !beT 

are quite ilaportant u..... Scale, ot caur .. , IIIUCb JDOre eo 

than othera. lxport tigur .. can be obtained tram t.he replar 

Departm.at ot Ca.aerce etatiatioa. 

Q. Are e!Uppinc aerYicee i~m>lYed 1a the 1anat1pUoa7 

A. '!he Bureau ot 0\let.cae h not COIIOerned with ebippiJlC cbarpa 

aa a l'\lle txcept ae 1 t 1»7 etteot ~· heal T&luaUon ot the 

marcbaD41ae. 

Q. llbat other C01mhrra1lln& dutiee are 1lllpoae47 llbat h tba 

:r&Dp ot ~' Ie there -e •-• ot t.elliac wbat the -

cbi.V ht 

A. In eaGh ca .. t.he -t or the --t7 or crut -.t be 4e­

tel'lliae4 tor tbe partlcnalar ~nat.lon. '!he ~t ot 

aoanter..alllnc cbl.tlee aueeeed rill be the ~t. eqaal t.o 
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the net uwnt of tiM llfta\7 or pqt pal4 or 'bee'"-1 

ln oonneoUon with t.he parUGill.ar WpclrtaUon ae 4etenalM4 

or eeU .. te4 lv \he leore\a17 o! \he tr.ae'IU7• 

Q. '!'bat h an u\r..l1' OOIIpleat e6alJde\ratha nallJI&T 

~ Verr OOIIIIlU. 

Q. Are the .. peroentape clYWII on the laet pace of tiM !reae'IU7 

4eoidonT - Are t.hoee the epprozl.mate 4ut;r or 4uthe DOw 

pl'WY1l1l1JlCT 

JCHJSOI1 !ho .. are t.he ratee of the a&!lUonal eetlaate4 clutiee 

which will 'be require4 to 'be 4epodte4 o ... r 11D4 e'bcwe \he 

ordlnar;r ratee of du\}'. 

Q. PeD4ill4: 4etermlnaUonT 

.t.. Pending final dehl!l1nat1on 'b7 t.he Secr etary. 

Q. 'lhat are t he preeent rahe apProzia&te11'T 

~ It 1a rather difftoult to ch• t.hoc t o TOU trCD -'7· 

Ccerae ae a rule ~; chlu ta'bla.re 60 or ~ IID4 hi -

eaeee an add1tloaal ~ per doaen a44itlonal p1eoee; cotton 

And ra,ron I].OYII rup frca 215 to ~ leather clo ... e oarrr 
epeoitlo ratee of ctuv. I prater to pya TOU t.hoN ratee ill 

"0' ottlce. It ranee• trca about ts.oo a 4oaen palre 'liP to 

poui'bl1' tao.oo a doaea palre. a h .... '7 oa.pl1oate4 

eche4xlle. lupoaJ. lnetna- 1 -- -

IIDllr IIOIIOE11'1'1W7, n. 1 J1a.r I lJatarrvpt. liD TOU - _, to llaYe 

a chnzlce t o etud,r thh IID4 t.heD IP 1Ato Qaetoa1e oftloe, or 
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b.o• wonld 7<111 lUte ~ do 1 U We wval4 U a to 'be •• 

holptul ae poeelble. 

~ I thillk •• woul4 lia to pt •- off DOw IUI4 the -• 

back. 

K111RT IIOROIII'!'I!AU, .TL 1 I ha.,. all the tS... tw won: here 

Juat aa long ae fOU want and aek all the quuUone 70'11 

~ I t.b1nl< we would llka to cet l!ppro:dllla\e rahe of cbl\7 , 

then we can run w1 th thie. 

JOHliSOII: I have 1n41oatecl eaaewb&t the 41fticuH1ee: 1n 

connection w1 ib leather clo••• I • rannlnc into ecae .ore. 

~ But theae are all ad41tionalf 

JOHliSOll: Theae aro all additional to ordlna17 Ouetcmo duilee 

pqeble. 

Q. Ie the puzpo .. of thie to protect ibe aerlCN -raotveret 

JOHliSOIII The purpoee h to u:ecute the proThlona of '!'arltf .Act, 

Secilon 303 whiob bae been 1n the law in eubetant1al17 1h 

preeent fona el.nce 1897. 

~ lbat h that eta\utet I • DOt t..S.Uar with 1\. 

JOHll80lh The etatuh r.quirH the PIIJ'IDID.i of ad41 tioul ctu\he, 

equal to the _, of uq b-t;r or cr-t pa14 or 'beetowcl, 

prhah17 or pv.bUo17, direo\17 or t..Ureo\17 oa ibe 

~aoture , procluaitoa or aport in or troa a foredp 

OCIIUit17 of an antole whioh h ellliJeo\ \o ctu_. ....Ur U.. 
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far11f Ao\ ot 11130 u4 whioh h illporW I.JI\o \!Ia 'Ola1 h4 

s~tee. '!'bat h a n17 aon ~ ot \!Ia a\anh. 

Q. Baa thia ... .,. ben applh4 to -. otbar 001U1t17 'beel4 .. 

o.....,, 
llllll!t lllli0•'1'1Wl, JI. 1 !bere •• oM quite recatq oil baooll 

or bllm troa Irelud. 

JOHISOifa fe ban Juat reYoked tb&t ~. our applloaUoll ot 

addU101l&l ciuUH - at leaat tba Irhb Ocrrermot OD 

Mq lltb ot \be cvreut 7eu oeaaed to pq boaD\1" oD 

ahlpaeate ot pip' produch to tba 'Ola1 ted Ita tea. I ball"'• 

it ftl 1D hbn1a17 ot thia 7ear that CGaii\81'Ya!.UDC dutiea 

were 1mpoaad ill that caae. .Azaotbar talrq recct ceaa ftl 

Daadab butter: Pollab J'T•I duUea are ba1DC ourrentq pal4 

OD Brltiab whiaii:T; artlt1c1al allk product. from Great 

BrltalD; canaln P•• troa tba .. \llarlaD4a, dried 81111\ 

P•e, if rq •eo17 atiJ'Tea IIIIo 

Q. I th1Dk •• will pt thia ncb off, 
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It'! !IIIIJDU.'I'! ~SI, 
nmew, JUlie 4, 1936. 
6M6· 

lGO 

.1. !re41W'7 Decl.ton wao 81)prO'Ved todq which et.ateo tluot countenalllna ltuUu 

rlll be iaposed on certain lcporh !1'0:1 ~. 'l'be a4d.1tlooel dutloo, lcpooed b7 

s.cuon 303 of the 'l'arU'f Act of 1930, wlll become affective u to tho11 co.odltleo 

follool n& the explr~>tion of thirty d~a after the publication of the Decltlon in the 

printed TreaSUJ')' Deciaiono. It la expected to nppear in the iuue of 'l'reaiUJ')' Dec1-

olo.ca of 'ftlursdq, June ll , 1936, and will be oupple~~ented fr011 ttae to tlao to 

~ rates or to add nev COIIIIIOdl ties to the liot ao further lnfoJ'IIIltlon lllliJ' require 

.lwroYel of the 'l'rt31UZ')' Decision followed receip t of e.n opinion b)" the Atton~-o 

GeDerel Uuo.t the prO'Violono of Section 303 of the 'l'arl ff Act are applicable to 

cor tlin dutiable lmporto troe~ OerlllllliT in view of the otatu of facta found b7 tbe 

fr t>tur7 Department • 

At provided by Section 303, tbe l!lii0Ul1t of tho counterYallin,t dutleo to bo 

i<polld 011 tbe U!portod artlcleo listed ln the Declol011 wlll be the I!IIOUJ)t 'tv IIIIich 

H It dot enoined or eotbated that the uport of thooo articles lo belnc r•boldl•od 

t.hr~ certain export control prao ticoe of tho German OoYernment. Pondln& deter­

liMUon of tile exact 011ount of countorYailina duty to be collected ao to each 

p&rUCUlar ehipment, depod to will be required nt the tloe of entJT nt the peroant­

ac;o ot the lnToice Taluo oot forth in the Declo~on • 

.1. cow of the '1'rD:>IUJT Dnc1aion 1o IIDJIUed. 
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(T. :>. ~60) 

COO!I'BRV.liLiliG IXIT'l OR CSR'r.Ull GERIWI PROIXJC'fS 

ColleGton of cuatoms instructed to ~upend liquid,.tion of entri01 cO?erinc 
eerl&ln morcllnndiao imported diroc .l;r or inairv<" tl:r froa~ GeJ'l~WJ%~1 ..tter thirt;T t;q~ 
sner publ1cl\t1on of this notice, ponding 4ecl8l'ation of tho net I.\IIIOUIIt of bount,y 
on4/or crtu~t paid Md/or bestolJed on the merch'Uldin nnd tho ~~t.~ount of countol'­
•81111lC l!nt1 to be collected undor aeotion 303, 'lnriff .Act or 1930. :Depoait of 

11
tlaatod countorvailing chltiea required. 

~ lm'.All'l'IID'r 
OJ'!'ICS 01 !HI OOIIIIISSIOIIB 07 COS'l'OIIS 
W.t.SRIRMOII, D. C. 

!0 CXli.L!C'i'OBS OJ CUS'lU!S AND O'lEXRS CONC:r:ii!IZDI 

Official roporta nnd other date. in the fil~• of the Dep8!'tllent oat!lblhh to 

Ita aathfnction thnt bounties tmd/or gnnta aro pnid e.ndfor bestowed, Mroctl:r 

or Indirectly, on tho erpor t to tho United Ste.toe of IU'ticlcs of the lci!ld• named 

bolcv, ~bleb nro dutiable under the provia1onaof tho 'l'ariff Act of 1930. 

llotice h hrreby ~;ivan that, purauant to tho provhions of Section 303 of the 

hritt .l.ct of 1930, countcrvniling duties oquGl to trn:l bount:r ~Jld/or grAnt touncl 

to hm'o boen poid e.ncl/er besto>~ed Ifill be collected on articlea of the l::inia MH4 

bel,.., wbon il!pOrted directly or indirectly fro!:l Oon:tiii:T n!ter 30 w• o.tter publi­

cation of tbla notice in o. v.ackly iaaut> of tho 'l'rei'IIU1'7 :DeciaiOM• 

'!he liquidation of nll cntrioa coYorinc mcrobnn.Uao of the ltinda liMed below 

I'II)Ortod directly or ir.ci.irectl;r fr..,m GormoD;T otter 30 ~· after tho publication of 

lhia notice in tho lJeakl:r !roaaurY Doohiona, allall b" _.aponded ptmdin« the 

declaration of tho net tottll CIIOUIIt of the 'bo\Ult.Y rz;4/or gMt cleterainod or 

ttUaated to M;.o be• paid M4for llaetoWe4, and the net -t of CCIWlterYailillC 

ill1tha to be collected. ..1. clopoait of .. ts.atecl cOWlt~liiiC dlltlee eball 'be 

r-r<lirld at the ti .. of •trJ ill an -"'t eqo&al to the poroeDt.ce of l-loe 
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n!U. at.ot.e4 below in co!Uiaetion with t.>,e na~~e of the article. 

!l:e arUcloa tubJoct to thle notice aro ae followu 

102 

' Percent,age of invoice Yelue 
.Lrllcle 

c.ertu 
Chlr.& t.ebltlllll'O 
Cotl()n end ro,yon gloves 
Leather clovta 
a.rpcal tnatrwoente 
c,.lf ~4 )<14 le--.thcr 
Glu• tree orrw>en h 
Matal-eovued J>IIP&r 
~ t.eclta 
!!lft, llclle, tn4 t <'1 ttgurea 

'llle f>~eh in regv4 to eech ioportntion oi thin tl".e p<ll"Vi"". of thh notice 

lh.Ul be reported pro"l)tll' and in full to the lluroau of Custo:>a. 

JAKSS B. VOTLS 

Oomoiaatonor of Oustoos. 

AI'P9l'fED: June •· 1936: 

IIZIIRT VORG!Jl'l'iL'il, Jl!, 
Secretary of the 'l'ren1Ul'7• 
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JUDe 4, 1936. 

wrsM M \9 tr••IU!7 Decision 48360 - !ri&IUI'T Dechlon 48360, epproved .Tune 4, 1936, relate• to the J..poai\ion of 

,~torra!Un& duUea under Section 303 of the Tariff Act of 1930 on certaln 

4
uttable laporte from Ge~ into tho United Statee. 'Dleae counterYaillDC ctuti .. 

rill be apoaed to offset export aubaidiee which are beint; provided throuch three 

(1) PIJ1Dente of direct cash bountiea b,y Genun industrial asaociatione; 

(2) Scrip and bond procedure&~ 

(3) Currancr C141liplla tion. 

It hat been detel'lllined that, wherever cash bountiee are paid to auboidiae 

~t!&bla exporte to the United Stet eo out of en:r fllnda created !or that purpoae , 

the prorlel onoof Section 303 of the Tariff .Act will eppl)'. 

llore Important wl th respect to exporta to the United States in pr~~Ctiae 

are the earip , bond and currency methode o! providin« export aubaidies . '!.'he 

JCrlp and bond procedures are aa followa l 

Intereat and princ1pal ~enta on certain roreip-owned GerUn aecuritiea 

are required to be paid in fl1ll b)' the Cel'IDIID de'btora to n conversion bad< 

(loo•erala¥a.,e). Thh 'bank pn)'B to the owner of tha aecuri t.Y in curriiDCT on ... 

half of the 110ount due him and the r•n1nin« belf in spacial de'benturea, called 

'aor!p• • Th1a ecrip 1e theoreticall.Y redeOII&ble at i u tat:e value at eoae future 

tlae, but the date and pro'bel>ili t)' of ultimate redearption are uncertain. '!!be 

Gold DhCloun t Blllllc, an agency ot the Genun Oovernaent , purcb.a8•• the BClriP for 

.,., IIIIlCh le11 than its face value 'becauae the foreign OII'Dere u.uall.Y prater to 

roalhe part or the n011inal value bf 18111ne the BC~rip rather thaD teke the r1* 

ot cett1111 aore or le11 at ecae UDCartaln tuture tt.o. 
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Scrip 11 utnhed in uport tranaN:Uona to the United Statu in tbia 'ftl71 

under 
1
pecial per111! ta isaued b7 Geraan excliPCe control e11thori the, G­

o;portoro w11o would otherwise be unable to aell their soode in the Un1 ted Statu 

llll'Pt at o. 1011 mDY be ollo~red to uae part of tho proceode from 11 particular 

o;por\ \renoacUon to purcbaee acrip trOD the Gold Dt acount Bank at 11 diacount 

,.,.u, ranciiiC up tc al1ghtl7 leas than 50 por cent. 'lho acrip mq then bo 

fNtented \o the lonvertd<llll<ane, where it will be rede•ed i-ed1atel7 at 1 h 

!loll taco nluo. 'Jhe perzi ta for tbia procedure are gantod onl7 if the exportation 

of U.o particular soods !a de&Ded deairabla !roc the potnt of view of the current 

poliCJ or the German Government. 'l'be t~Count of scrip allowed to be purcb4A8d 

ml redellCiod In connection with one export trnnaN:tion ia meQ.aured by the lou 

In the export eele which the procedure ia intended to offeet. 

In tho bond procedure a German oxportor who cnn ant1ef7 the German 

exelwl&o control authorities tbat,tllDOftll other thinsa, he oould othorlriae suatain 

• lou in a particular export anle 1a sranted .peciol permiaaion tc have part of 

t!le roro!p exc~w~Se proceeds of the eole uaed for the purchase in tho UD1 ted 

Sl&tos of Gor:>on dollar bonda ot the prevailins aorl<et price. !beae bonda 

sell at ocbata::.t!al diacounts beeauae of the lepl di.,.b!l!tles of tho!r ownero 

ritll r upect to their aole or redelaption In Gerna:DY• But when acquired for 

the nceount of a German exporter, the bonda ore redooaod at par by the boD4 

debtor from a1nlc1ftS or ,.ort!sation tunde . Tho ontire traneallt!on of bond 

purohaso and redomption 1a handled by 0 banlt or other apnc:r authorised 

1>7 t.bo Gal'lllM Gover=ent to trllllaact suCh bulin .. a, ...nd the proceeda of 

redaapt101l are paid to the exporter in mark• on the oaala of approxi11Atol7 

no Md one-half IIAI'ka per dollar of the face valuo of the bonds· !be boncla 

Regraded Unclassified 



lOS 

.,. Jl<II'IIHtod to be purclu\ecd oftl;r to the M'>unt dotol'll1Md lQ' tho excbance 

cOJ>trol authori Uoa to be neceuory to ofteot tho lou vhlch would othonho 

H IIICW'rod In the export tale, and the procedure h pond ttod onl7 It the 

IJIIOriaUon of the plll'tlculnr cooda lnTOhed h deooed b)' the uehanco contrnl 

.,tllorl t los to be dee1rable , 

It has been detomined that pomlaalon to tho exporter to aTal.l hi.Joeelt 

ot el Iller of those procodurea 1n connection w1 th the oxportntion of dutiable 

~to the United StAtoa conat1tutea the bo,to"al of n bount;:r or gMt to 

lt.lch the eountervail1n& dut;:r etatute epplioe. 

!he third "ethod of procedure esployod 1n eubeid1siuc Geman oxporte to 

1M l1l11 ted State a h IICCOf'!Plhhed thrnlJ4:!l currenCT llal11pulnt1on. In Oenoan:r 

ell Geman J>al'lca are of one clan, having a nomal axchmge veluo in .Atotoric111 

currency at tho present time of approxl.J!Ia tol)' 40 conte. Hovever, large truml 

In earlct are held 1n controlled or •trosen• liCcounte which boar d1fforent 

1111101 , according to the origin of the fUnds. fhCiil' conaUtute in the cain 

credhe of f'oreignera vhlcl• can only bo l1qu1dlltod undor apeclel eondl tione, 

DOW.l;· for tho purchMe of Oem!Lt goode tor export. lloce of the 

roproaonti\Uve controlled t\Ccounta nro tboao w!'llcl\ 1\l'O celled(in :lngl1ah) 

'old holding nccounta• , •aocurlt;r ntU"k account.•, •not e no.rk nccounte• , 

'oreo.1t Darlt a:eounte•, 0 reg1atored uri< Mcounte• and •coareralon Mrlt 

ICCOUDte•. !here aro oleo tbe .o-celled "bNter• and 1 ASI8 Bad< accOWita .. 
rtpreauuuc t\mda paid bT Oeman laportera lAte bloclted or 8froseD1 eo-.ata 

to '~~• credi t of the forolp obippera. ASI nu-k N:eOaDh repreuot the proceeda 

trcoa the aele to 0el'1>811T of auon~ial cooda. Barter acoouah art•• tron the ul!!o 

to 001'1:\aQ:r ot non-euenUal COOda. 
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Bec.Ulle of the rootrictiono ir.~posed by tho Oermnn GoverJWent on the uae of 

1111 
o! those controlled or blocked a.ccounta by .&Joerican exporters or other• to 

*'' eredi t they. otand, the tundo in tham III8T be purchaeed at subntantial aDd 

QJ7ll>C diocOWJta. 'l'he principal une of these rechterod mal"k, .lSil and barter 

occOWitl 1a in p~nt for goodo exported from GenoeJlT. 'fhen a German exporter 

tic~• that bo cannot moat compoti tion in a foreicn market under ex1ot1nc currency 

ucben/ID conditions, he !MY apply to the exchan.se control author1t1eo for per­

a.lollon to accept pe,ymont for particular export shipments of bin &Ood• in whole 

or lc port lll controlled marks. I f the exehan,.e ccntrol autbori tiea de• the 

putlcular export trenaa.ction t o bo 1n accord with the curran~ exchence policy 

of the Ceroa.n Government , tho roquostod permhoion io granted. 

Tho offect of this procedure in transactions in which Jmerican merchAnt• 

aro Involved Ia that the American oollcr of gooda to Goi'M8DY hAc been required 

to accept l e so than tho nominal cxchancc value of the price of his Dl<lrchandiae , 

" uproucd in carka, while the .American buTor of GoniiiUI goods baa obtained 

Uwa at a pri ce less then their normal sellinG prioo in Oe~, the reduction 

belnc coaoursd by the discount he baa obtninod on tho contr9llod or blockod lll&rlta 

he hao been pormi ttcd to l.lCqu.iro t o make pe,ymcnt in Go~. 

The lllllrks, once they arc r ocoi ved by the Ocnncn oxportor, are f!"oed from 

coot!"Ol and !!avo the . &limO value a• ell o thor anrka in Oc~. !he Ocnaan 

C%pertor 11M thus recehocl tha tull prieo to!" bia product, which 1a ....So up 

In ""'"t b1 tho actual coat to tho .&meric:an buyOJ" an4 in part by a coneeaaioD 

or ollboidy granted t h!"o"-l#l acta of tho Qcrmnn Qcvonllllont, this conco11ion 

or tubeldy hAving boon ollleulntod Md allowod by tl10 OciT.Il\ll Oovcrnmont ia tho 
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.-oont neceuaJ')' to penni t him to Cllllcc the se.lo . 

frADG&Cliono of thia character , whore tho exported ~ode are dutiable 

upon ontJ')' i.nto the United States, have boon determined to be within tho 

pu'"flt1r of tho lo.w r<lq>Uri,.; the application of additional duties to otr-oot 

tho tublldT boatowod on the exporter . 

tho currenc)' manipulation method, and the bond and scrip oethode of 

pro=otll>& German exports arc held to bo devicoa b7 which favorod Deman az­

portera of ,rivilcgcd Genoan GOods are gl•on auhst&nt1al financial aid, t his 

aid 'being tl!Wicod b)' capital and income l ovioa collected tree for eign creditors 

or German do'bt oro , and to some extent from Gorman itaporters , by the Gorman 

OeurMCnt and paid over by that GoverJVDont to the favored German oxportoro 

without trMsmiaaion of the funds thro"&h tho aermo.n Treaaur;y. 

fbe following illustrations exhibit the methode of opero.ti on of theee 

different t on:>o of procedure 1n eubsidising GormAD axporte indirectl)'l 

!he ecrip procel!urc: 

111 11 the owner of ten $1,000 bonds of " Clei'IDell eranicipali t)" paTine 

'IS interest and l!l\turina 1n 1950. Bech )'oar tho municipal debtor pa11 to 

tha lonvorliollU...O froc maries worth . 700, ropreacnting the annuol illtoreot 

on lheao 10 bonda. •.1.• receives from the lon•oreionai<Aeae ~ in t\olllll'l aJI4 

a cpoc inl debenture called • acrip" havinc a f ace value of • 360 but hadDC no 

detinito date tor redemption. Being uncertai n whet her he ever will r ealise 

fr0111 the 1ndofin1to promiee of redeaptiOD, • A' h willing to aell t1111 eoriP a t 

Regraded Unclassified 



108 
- 6-

1 
llll'iO diacaunt, tmd H l!J purchnaed b:y tho Gold Diacoun t Bnnk at nbo~t ~ 

of Ill !toea valuo, or $175. The tranaP.ction 1a handled throup on American 

correspondent bSJ!k, which rocoivea !'roc the Gold Dhcount B'llllc the .,. 9f 

fl7S, plus a ~~anain~; charco ot, aa:y $5, lind turna ove r tho $175 to "-'"• 

"B' h n Gcrcan exporter of lonthcr Tlho bAa rocoived nn offer of $660 

In torclli!l cxehP.ngo , or 1,659 free 1118l'ks , !'roo M .AI:Ioricnn illlp9rtcr for n 

ohlp:ocnt of uuch corcha.nd1Ge. However , it will coat 1 B0 2 , 062. 5 1111\rka (f825) 

to aonutncture the l enthor Md pa.ck it for ahir.cont to tho United Stntoa. Be 

IICket applicntion to t!le proper Gcl'CIIUI cxchnn;;o control nuthori tioa , who 

&lllbor~se h1a t o buy troo the Gold Discount Bank tho acrip nold to aaic! bl\llle 

by 1A1 • 1B1 is perT;~ittoc! to purchnac this acrip for tho oqu1valont in froo 

Cllll'lct of $185, (462. 5 tv'.rka ) . Ho then proaento tho ocrip to the Xonvoreionakaaao 

tor, rcdOCJption at faDo vlll.uc , or 875 onrka. Hh acrip aubaic!:y, thorefero , 1a 

412,5 I:>U'lca ($165), which, nMcd to the 1 , 650 oark• r ocoivod for hia aoodt , 

f!>Ml oa b1o t o cl oao tho trnnaection w1 thout l olins coney, 

'l'bc bond procedures 

A Gercnn conufncturcr of china ~blewozo r eceivea on offer of $10 ,000 

froc an AcericAA 1ttpertor for n ohi)li!IOnt of hi a oerchnndizo. If ho GCOeph 

lhe ordor nnd nhipa tho gc.,da w1 thout aid from PJJ:I of the doYicea arranged 

by tho 0ol'll0Il Oovol'tlC<lnt , ho will be r equired to c!opolit the doll"n 1n a 

t oroi;;n oxchan,;c nccaunt undor tho central of the Ooi"CCIUU OoYcru>e~~t, 8114 be 

will receive. the cquivnlont of tho dolllll'a i n freo aarlta, approxial\te17 

'!5,000 Cll\l'ka. Bowcvor, it coata 32, 500 mark• 1n Oort:IOIIY to Clllke and PfiClt tbe 

thl~nt , nne! the lliMUfncturor 1a nccord1n;;l:y unnblo to RCcapt the order unloaa 

ho con ob tain aooc aid or aublid:y. 
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!be IUl)U!acturer all1)11es to the Gerwon axcb•nse control •t.boriUea 

tor alii· JJter an e-uuotion of the t.ch, theae .. thorltiea 81lthorh'• the 

pGJ'c:ha•• of German \Iollar bon4a held lib road w1 th aome of the doll"n wbicb 

wtll be received for the goods , 

!he tablewere is shipped to the United St~tea and the $10, 000 paid i n 

.\llM!rlcon dollars 1B received under the control of the German exc:haD&e control 

autboriUea. J.n agent authorized b:t the Gem!ID Government to handle aucb 

treo .. c tiona then uses some of the dollars to purcbaae Ge1"1118ll bon4a in the 

.~r~ericp IIW'kat. Since the JmericN> owner of the bonds is unal>le to obhln 

uoreatrlcted p~ents of the principal and lntereat, becsuse of r~ationa 

of the Genlltll Government, the bonds aell in the United Stl'tes at a wb­

at,oUel 4hcount , end the agent 1a able to bU¥, eq six $1 ,000 bonds for 

$31000 in .American currency. 

The bond& are sent to Germany , 'llhere the:t are ceshed b:t the bond 

debtor for the e~ivalent in free marka of their face value (approxtmatel:t 

15,000 marks) . '!'he German menuhcturer then r eceives through the exchance 

cootrol authorHiea the equivalent in free mark• of the $7, 000 not uaed 

In the bond procedure (approrl.mete\7 17,500 ~ka) an4 the 15,000 IUJ'ka 

obtained tbrO'QCh the bond procedure, or a total of 32, 500 zurka , baYi"'S a 

• •lue in Jlooricen dollars at the noolnal rata of cxbaace of $13,000. Hh 

aubaid:f in the transaction 1o 7 , 500 ~DtU"ln ($3, 000) • 

eurrency menipul .. tion: 

A Ge~n importer of Americen ootton applies to the German Import 

Control :ao .. rd for permission to impOrt into GermaJIJ a ahip111ant of Jllerlcen 
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couon ,~ ,. purchase price of 1000 11111r1ta. A penoH ~ l.lllport \he cotton 

11 11.,..c~ wlth ~e condition tbst the purchaae -price -•t be pAid to e 

4
nl.pl'tad Oerm•n bank. '!'hat bank, upon r~ceipt of the 1000 aerlta , opens 

a eo-celled .ASK I ~ccount , which 1a the propert;y of the .IIDericen cot ton 

eroor~er. The owner of the account 1118)' dhpoee of llh interest in it to 

81110nt who will bey it , but the 111arlta in the ~ccount c•n be used onl;y with 

lha permhtlon of the GermPn ex~nge control suthoritiea for p~>rticul8t' 

plllliOI U , ~e or1ncipal one of which 1a the 'lUrchPee of Genoan goode for 

export. 

Becruae o! t he reetrictions lcrooaed b;y the Gel"IIW\ Gover~~~~~ent on tho 

uee of the marlta in the 1bloclt~d1 or 1 frocen• AS!tl account , their owner , 

If un~ble to uae them himself, IIIlo/ dlwpoae of them onl;y &t a price aub­

etantiell;y lower than the current r a t e of exchllllg& for the !rea mark, 

J. Gorman exporter of f abric glove& now ap'Oerr& who desires to 8l<!>Ort 

hh product to the United States. 'l'ha wholee~tle price in German;y for the 

l}o•ee he eella would be 1200 marks . If th~ ee cooda were sold to the 

llnltad S~etea tor 1200 free merka, the Amerlctn importer would p~ appro:d~ 

U tel.J $480, 'l'be Ge,.,...n ezporter learns , however , that he C8ll not aell to 

lhe United Stetea a t a price h~er th•n the equivalent of $320. At thia 

time the .ASlti merka ue aelllng 1n the United Stetee at 24 centa per mark , 

•• compered with 40 cents each for the f r ee mt~rlt. The Oaraan exporter, 

therefore, applies to the Germen exchance control 11uthorit1ea for a perait 

to accept in pr;yment for the glovee he deeir•• to aell to the United 

S~Hu 5/6 of the invoice Price in ASKI aarke, the bel,.DCe to be paid 1n 

110 
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ford&l1 .~ or free l&l'rlca . 

Upon COIIPletion of the aele , \he JlaericPn 1aporter will purwae 

1
ooo ,..rta from the above-ID8nt1onecl exoorter of the Jmericm cot\on at 

the pre-ta1l1n& price of 24 cents per m8rlc , or $240. He purchaaea "" 

oddltlonel 200 free IIIJ'rlca at 40 cents per mark, or $90 , so the totel coat 

of hh Gel'l!lfn currency la $320. The 200 tree mN"ka Nld onerahip of the 

1000 ,ASIC! marl<a are then transferred to the Ge1'1DI'n exporter ln pe;yment 

!or \ht povea, 'IIliich are shipped to the United Stl'tu. The Germl'-11 exeh8Jl&8 

cODirol euthorHlea release to the Gel'!!llll1 exoorter the 1000 IIPrkt frC/111 the 

"blocl<ecl1 ASXl account , add them to the 200 tree marl<a , Mel the Germ8Xl 

expor ter then hea 1200 llll'rl<s which are no loll4;er subJect to the restric:-­

llou of the exeh~>n&e control authorities rnd ell lvlve an equal value 

llletBurtd in .A;ooricAn currency by the current r~te of exch~n&e for the 

tree mtrk, 40 cen ta, 

'!'hit procedure, whereby the $320 p~icl by tho JmericNI tmporter h&a been 

con•ertecl into $490 worth of Ge= tree llll'rka, r oaulta in " subsiey beatowecl 

upon the Gerllll'n exporter by the acta of the Germ8Xl OoverDIIlent through ita 

curTency llll'nipull'tiona. T"AB dllQUDt of the aubtiey h $160, the coat of which 

!ella, not uoon the Ge1111Pn ':'rensury, but upon the JIIDericl'n exoorter of 

cotton, ..tlo r ealizes less !or hie cotton, or UX>On the Germrn iz~!><>rter of the 

eo\ton, Who ppya more for the cotton if the Jm~rlcan exporter knowa before 

entsrlns into the transection ~t the ~roceocla of his aPle will be "blocked• 

rnd worth conalclerebly less than the current rete of exw~ tor the tree 

urka. 
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II 
SPEAKING OF GOVERNMENTS II 

A Final Recapitulation of the Flnancln• 
No mntter how mueh one may dl~approve of the fundamental 

polieies of th• Roosevelt Admlnl!tratlon and no matter bow much 
one mar shudder al the diu'y . height.~ or the nalional debt, one 

is undeniable--Secrets• r Morgenthau did a masterly job on 

112 

Regraded Unclassified 



THE AUERICAJI BANKER - June 4, 19&6 - 2 113 

oom• new -r n ..m 1>o aiJnplr '- tWo .- ... , ..W llltr ft&ll)' mar c<>me 
to tM ... rket i!l Jan•r,. am. 

1J you a re inte,...ted •• '--<! Baot oe<UrillH, t~io impoodlll( &nancin• .._ld 
bt comp~~rativeiJ attnctive. Not Oftly will lt bt tht lalll ofte.nnc- by the b&t\kJ 
thiJ yeer but th~ yield on Ole obliraUoa.a 11 atrlk.Snaly ... .,"t., when pland a.pift•" 
th~ Treetury'a. 1ale thit wt!U. 

ln a n Intermediate rnukel ~line, lAnd Bank bond.A undoubtedly will 1lnk 
raate.r And more severely \.han .. ,traiab"" (;overnment liens, but by now ona 
pa1nt. at leut ahould be proved- if Land Bank liiUft eotlapse, Government M~Cu .. 
rlllet will do llke.wl&t; kf Lar\d Bank bondt are un!leaworthy, Cove.tnme:nta will 
rollow the ahip down t.o autb an txtt.nt that the 41•tlncUon will ~ more: rhetorical 
than othenrilt-. Dorine the la•t ftw )'tu"'. t.he lAnd Banks and the. Trtei\U')' 

bavt become 10 c.IDMlY ent-wined that tM dtfert~ ln ret.um betwten the lflC'U.· 
ritlta it.aued by these two bodies mort than tuket \lP \he cruter risk &hat mat 
be in¥01...! I'• the Federal '--<! Bant aituaiiM\. 

Until Se!l•t-obeo 
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June 4, 19.36 

HM,Jr . called the Attorney General and said, "On our 
Tre .sury agency bill, the so-called Secret Service bill, 
which I call you up about the other day (B.R. 12556) 
Gibbons has been talking to Keen~n. The bill was voted 
out and at the request of Keenan it was reconsidered and 
he stopped it from being voted out . Gibbons asked him 
if he knew of the conversation which you and I had and 
he suid that he did not . Gibbons called him after we 
got word from Senator Barkley that Justice had made this 
re1uest . He (Gibbons) did this because Keenan is a good 
friend of his ." 

114 

He also said to the Attorney General , "The bill would 
have been reported out had Keenan not asked them to have 
lt s topped . After I talked to you, the other day, I called 
Senator King and told him that the Department of Justice 
had no object ions to the bill. The bill simply consolidates 
the agencies in the Treasury and does not touch anybody else . 
Would you please, if you don ' t mind, call Senator Barkley 
and t ell Keenan that you are calling Senator Barkley and 
let the Senator know that you do not have ony objections? 
Is that a fair request?" 

The Attorney General expla ined that Senator Guffey had 
said t o Keenan, ' Here is a bill that affects the Department 
or Justice and you had better look into it .• That was why 
Keenan ob j ected, but he would immediately call Senator 
Barkley and let him know. 
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..-~:oC"AL ftCSE"VE 8ANK 

gpr NIIW YORK 

CORRESPONDENCE 

illriOIIlU,M fi.LJI - suaJceT: t•·•'"• mn•a•••t• 

_ 1.. r. (Doko IJ'!B BAU Ql ~CL 

I called Mr. Carlpel a\ 111M a. •· W4q. the flllbt ot 

.. ,:l•~ n• tUll 1n tu11 n1A&, ho NJ.d. Ill'. Blla wal4 pi'Oba!ll7 a• 

~·to" Ult Cballbel' oo latiU'dq or lloDdq uad _ _.hina .sp\ 4nelop 

aUboach th.,. at t.ho Baall ot rruaoo a .. aaothiDa a\ all abola\ tbo 

pliDI of the DOW IOTOI'Imlll\o Gold IIO'fllllll\1 tn. r..oo - tu 

take plaat withoUt &111 hitoh. to4q ho had &l't'lll t.ho ClunDtT 11 

u \be City Bank aoro aol4 thua th07 nDh4 (about tu,ooo,ooo Sa 

ot \bllr requir•llltl ot tho 4q). thl1 aol4 wu to bo ~ 

aDd to be dell't'ored to Ul tor aoo_, of 'ho Bull ot hlllOe. 

WU to bt looked UpoD 01 a kl.Dd of rtiOJ'YO tbq WU't bU14f.aa liP 

lfeaU;U ODt Dtnr DOW \bat U,h' 11'110 lf thti'O Wtn a Vealpol't AJ'lke, 

iDit&Dot, and aold oould not bt IIO'fed. Bllloo the lhlPIIIIl\ aow. I 

C&r1ptl \bat •• had pllll~ of 1paot Sa our 't'Mll\1 \o oUIIII'Il U 

th• o't;_C:ii'( it to tho a1aq ottloo aoool'4laa to \holr ini\Nttillll. 

C&J'1auel t.hlll allred •• tho tollowlq q~~o.Uoa a.ottlllioll7 •• 

•• to anner it •• a .. \\or of onnoq rather thiD RliaOIII Dlt I 

f'IIJ.II.l •• (that h tho trtalllJ7) Wftld 11117 aold rn. th.- "Caian .. uua, 

aold to bo tUIIII'Iled tor OUJ' aoOOIU\ or to be llblppocl P~ Ia 

110rdt, would •• ,. ... tht 11'1'~-· ...... lu\ ,..,. ., ... , .. 

lua• an -·f:..., tor inRIIlt~ .... ooo,ooo \0 tiO,OOO,ooot .... n 

Ulllr YU&l.b tor t-odla\o U!PIIIIl\ (a1 tu u poulblo) .-14 be 

.. '1,~ ••Uataoto17 \o hla. thO)' 414 an .U4 a bl\ lld.ppial a.U _... 

'"-rlt 1t ahlJIIIc\ waa rotaoa\o4 ua4 IQoh a,....,,. .-14 an• be 181ll' 

by \bc •• a .up\. Be ral"' .Sa ~oaU. ...ttlei•UJ, he 

ft MIIIIIII ht W&a\ed \o Pft't'lta tor ell -tullU.aa .. nlJ UN n"=1J 
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P'COERAI. R.ESilRYt: aAN)( 

0,. NEW YORK 

CORRESPONDENCE 

Clllllt•r'-"' llloU 

-I • 

DAnJIIIlO ., lW• 

susJacT. III.JPBCI'a ~ 

~or....n6ICI. 

\lit eltTe~ bou \o hip O'fW a aero hobaioal poia,. I I ae­

J ~~-A 

euiJVol tha' I Ulor"Nibl, aD4ornoo4 tho aDottlo1al ohuao•w ot 

1A.UJ7, ~' I would \17 n17 tatoraalq ua4 prlYatolT \o t1D4 ... 

$lit roacUOD n• \o \bl1 h1B' ot hh 8D4 \ba' I ..U oall h1a • 

telephooe to aln h1a tho uaner. Caria"Dol ••14 'ha' '-onw 

'bt uplo U.ao b"G' \ba' ho WIN14 prater •• ••• \o oablo hia. It 

rtplT Wt ra tawroblo, ha WIN14 ao• OOilaldW U &I a .-1 ... , -

part, bT llbich I \h1ak bo •eua• tha' ho IIlah' \boa aalco toraol n-

I the •*o4 Carlpal a tn qllOitiOill abou' tho •ob talko4 

IO•aalltd rOI,rlcUODI Dow appUo4 \o •peftlaUYa •roaMoU••• 111b11b 

oU'l~RII.l IX)Ilalno4 II fOllOWII fhOI'O 01'0 ao r .. ,rlotiODI •• all t .. 

fide 'bvl1u .. , •JOt or forward 4aUY117· tho oalT \b1ai \btr an 

to avar4 aaailln oro an ~-·•• ot a 1poalaUYa -..... .. 

tornr4 dtUY117 or r•nal• ot ol4 a~u••• ot a IP••hUn 

AaTboq Who pq• ill ouh ou bW1 all1\h1aa ho flea•••• fto 

ot rrmoo took \bla ..... r 111 llltoraalq wUb 'be lau at..,,_. 

lbioh PJ'Oilptq pr0Dlao4 Ua oooponUOil. tho I.U ot -~• 1a .._, 

he UIOQ&h,, ba4 wn"• \o ~~rt.•aerlaa4 ua4 leU••-' 11111onod tu• 

eoopera~1oa tJ"Oa .uao ._ •••n•• WIN14 bo Yll7 bolpM. lha a.ll 

or l'raaoe 414 Dot talco tala .... .,. ., ott1d~ wUb ..,, • .., "' ... 11 

\alkt4 Uliaaa O'fW With LOD401lo 

1 •*o4 h1a ..... ,. bo 11M ... .., ..u .. o ot _. .... Ual 

111•ballce ortwa tN. Cnt• _. Oal'ipe1 •••ero4 ._, • •v•• W ,_ 
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f'IDCitAL .. caaRVC 8AN.C. 

coRRESPONDENCE 

lllllJII!!UAio J'lJoll 
L. I. bMt 

M NIIW YORK 

DATE ... 4._lflle 

suaJcCT~. I" I 4 I ?diM 

• I • 

~ \iat bollP' Ul4 8014 e\e~rlial Sa rut.a • a .un..ua1 Male, 

11
w•• c~ouu• Ul4 pa1"\lT ...... , h•••· n ... " ~ra\belr 

aet11dl11 \0 bJ.a tilt l -.'•'•14 • bSa llba\ l u.rp\ ldlb' be tbt 
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eoe ' ): 

-...Jr: 

C: 

!lllJr: 

C: 

!llljr: 

C: 

Hlljr: 

C: 

Hlljr: 

c: 

Hlljr : 

C: 

Hlljr : 

C: 

Hlljr : 

C: 

lllljr: 

C: 

Hlljr: 

C: 

Hlljr: 

C: 

c illjr : 

C: 

Thurad&J 
June 4, 1936 

Yes, Bello, Mr . Yorgentnau 

Yes well now, what's new? 

Things aren' t any better, they're a little worse today. 

Yes 
The strike is extending further , it involves the 
bi g trucks -

V/hat •s that? 

The petroleum 

I don ' t hear you. 

Yes 
So there is di fficulty getting deliveries on certain 
food stuffs , getting gasoline and so on. 

Yes 
And t he exchange market is quite nervous - at three­
thirty, -

Yes 

At three-th1 rt7 

I don't hear you. 

- Five million dollars -

What • s that? 

National Ci~ about the same . 

I'm sorry , I don't hear you. 

I say, at three-thirty o ' clock -

Yes 
The Guaranty bad sold about tin a1111on dollars. 

Yes 
The laticnal City about the aue. 
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c: 
!DIJr: 

c: 

l!lljr : 

C: 

Sllj r : 

C: 

!!lljr : 

-2-

Yes 
And both a r e still quite active . 

Yes 
The British control has been in and out at around 
76.54· 

Yes 
And I can ' t get the figures yet as to the day ' s 
feelings , it ' s too early . 

Yes 

But it ' s certainly as active as yesterday. 

Yes 
C: For which I gave you the figures . And t he florin 

is still weak at the Dutch 

rilljr : 

C: 

Hlljr : 

C: 

:u!Jr: 

C: 

HltJ r: 

C: 

What ' s that? 

- Raising their discount rates and so on . 

Yes 
The Bank of France Statement came out today which 
is bad . 

Yes 
The gold loss was only four hundred and t ilirty-eigbt 
Qillion but discounts are up one billion four hundred 
fifty mi llion and a circulation of one billion 
three hundred seventy million. 

Yes 
That lowers the cover from two thirty-seven to siXty­
one . 

iilllr : Yes 

C: So the market is quite uneasy, this labor thin& is 
getting a little bit out or h&Dd· 

lllljr: Yes 

C: But there's no riot OD or &DTth1DI like that, but 
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!lliJr: 

c: 

l!Jijr: 

c: 

-3-

still it can't go on indefinitely , spreading as it 
is, without paralyzing co..unications and food 
stuffs and so on. 

Yes - 1now let me ask you this --

have not taken - the political leaders 1n the 
new set up have not taken a firm stand 1n their 
statement . They rather sympathize too much with the 
l aborers' demands . 

Yes 

With result that labor is going further and the con­
servative people think that real trouble might come. 

RKJr: Yes - well now let me ask you this 

C: And - there wouldn't 

;rJjr: Bello won' t you lis ten please? 

C: 

Hlljr: 

C: 

Hlljr: 

C: 

HliJr : 

C: 

IDijr : 

C: 

H'Jjr : 

C: 

3lljr: 

C: 

- there 1 d ~e nothing left of the new government . The 
old government will resign - at five o ' clock. 

When? 

Tonight 

Yes 
And they now hope that Blum will be able to present 
his new government before Parliament on Saturday in­
stead of next week. 

I see. 
But it ' s been the ninth all along, until last night 
they thought they might get around to it Saturday . 

You mean a new government Saturday? 
this unhaPPY period. 

Now, will you let me talk, please? 

Sir? 
Will you please listen, can you hear •e? 

Yes 
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c: 
I!IIJr : 

c: 
Hlljr : 

C: 

!mjr: 

-4-

Do you mow who the new 111n1ster or Finance is cotnc 

to be? 

Yes , Auriol 

Have you had any talk with hla? 

No, I have not . 

I wish you would . 

Yes 

Can you get to h!ID? 

c : I - I •m an not sure I can today. I think I could 
tomorrow, probably . 

l!llJr : I 1d make an effort t o do it today . 

C: Yes 

HIIJr : And see if he's willing to t alk and give you - I've 
got to be awfully careful over t he phone - but if 
you can get any indication, see? 

c: Yes 

HIIJr: See 1f you can find out what he's got in his mind. 

C: I see. 

HIIJr : And t ell h1m that you ' re not just on a fishing expedi-
tion, see? 

C: Good 

li:.' Jr: Hello? 

C: Yes 

Blljr: I mean see if you can' t f tnd out what 1 s 1n his mind • 

C: I see. 

HliJr: See? 

C: Yes 
And - well I - I'd better not sar any more o•er the 
phone, but you use - 7011 use rour head, will rou? 811Jr : 

I- I'll do the beat I can to cet 1n touch. 
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Jl)ljr: 

c: 
~jr: 

C: 

!DIJr : 

c: 
!!lljr: 

c: 
!!lljr: 

C: 

H11Jr : 

c: 

H11Jr: 

C: 

HIIJr : 

C: 

l!llj r : 

C: 

Hll jr : 

C: 

lllljr: 

C: 

llliJr : 

-5-

Yes 
Be was in conference with Regnier yesterday. 

Yes 
In which at that time sa id that within one week -

Yes fimmcial 
- be would r ecommend several/ Measures. 

Well, I want the contact with the Treasury rather 
than with trebank , see? 

Rather than with the bank? 

Yes, I want you t o make a contact with the French 
Treasury. 

Yes, yes 

See? 
You see I usually have the contact with the under man, 
the one in charge or the movement of tunds? 

Yes 
And I was waiting until tomorrow to see if there is 
a shift there. But I can go to the Treas let me 
go t o the Treasury first. 

Yes 
I can go there this aft ernoon surely . 

Yes 
And then I'll see what I can report from there. 

Yes 
And sound out on the other side about getting in to cb 

with the new man. 

Well, I can- - j ust take it rrom me that I consider 
it important that you contact hia. 

That what? 
I want J'OU to get 1n touch w1 tb the new Secrataey or 
Treasurr there. 
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c: 
']jr: 

J!)ljr : 

c: 
J!liJr : 

C: 

l!lljr : 

C: 

HIIJr : 

c: 
Rlljr : 

C: 

llliJr: 

C: 

llllJr: 

C: 

IIIIJr: 

c: 
Hlljr : 

C: 

lllljr: 

C: 

lllljr: 

C: 

All right , fine . 

Will you? 

Surely 

-6-

And do it still today . 

I ' ll do my best , but 

Vlell , do the best you can . 

meetings and so on it 1 s not the easiest t hine 
t o get in because he's not in the building or anything 
of the sort. 

What • s that? 

I say he' s not 1n the Treasury Building . 

Well, I think that you will find that if you send word 
that you want to see him 

Yes 

- and that you represent me per sonal ly -

Surely 

See? 

Yes 

You can say that . 

All right, fine. 

That you represent me personally . 

Yes 

I think he 111 see you. 

All right, fine. 

See? 

Surely, well 1•11 get busy right away. 

o. it. 

Then i s that all? 
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l!]IJr : 

c: 
llliJr : 

C: 

!llljr: 

c: 

liiiJr: 

c: 

;iiiJr: 

C: 

Bll jr: 

C: 

IWjr : 

C: 

llliJr : 

C: 

-7-

Yes , that ' s all . 

I just have word . 

Please 
called me just before you got me. 

Yes 
And he said that be was just getting off a wire to 

you t his a!ernoon -

Yes 
- proposing, subject to your approval, that these two 
Orientals 

Yes 

- leave on the Trans-Siberian Railway 

Yes 

- around llonday. 

1. see. 

So the wire will come to you Sunday. 

They think that ' s the way they are going to go? 

Yes , tbat is what he told me. 

BliJr: All right. Well -

C: 

Blljr : 

C: 

lllljr : 

C: 

I ' ll get busy on this other and I ' ll get you soaethinC 
yet tonight . 

Thank you . 

All right . 

Goodbye. 

Goodbye. 
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