
DIARI 

Book SS 

February 12 - Februa.ry 19, 1937 

Regraded Uclassified



( 
-·-

Book Page 

Alcohol, San~&gling or 
See St. Pierre, Ialaad of 

Appoint..ents ADd Reeianatioos 
Hogan, Vincent ll., now Internal Revenue Agent in Hewark, 

Hew Jersey, and reo.,.,...nded for appointolent as Internal 
Revenue Agent in Cherge (thus removing Bsradel) 

a) Irey report- 2/13/37••• • • • • ••• • •••• • • • • •••••••••• LV 
1) HllJr discusses with Helvering and Gibbons 

prior to appoint..en t with Senator 11oore -
2/16/3'1 • •.....• •• • •..• ••• •••••.••. .. •.••..... 

a) Helvering recocends r8JIIoval of Baradel 
b) Helvering tells KIIJr he does not let 

politice.l leaders choose appointees 
c) III&Jr 1a willing t o ae.y to llocre that 1t 

Baradel C4n be transferred a011ewhere 
elae without deaction, he will 0!; 
will not peral.t Moore to appoint 
eucceasor 

d) Ree ... end&tiona fr011 ... ong the personnel 
at Rewark ottioe ••••• • • •• • •••• • • • • • ••••• 

L&mldn, V. V. - endorsed by SenAtors Overton and Ellender 
for Collector of Internal Revenue at Hew Orleans, 
Louisiana - 2/19/37•• ••• • ••• • ·••••• • ••• •• • • •••• •• • •• •• • 

Wolfe, Joe {Democratic National Co8mitteeman, ll1nnesota): 
Farley does not wish HllJr to oa.mit himself as to 

appoinuent to Collectorship of Internal Revenue 
until Farley's return in about ten days - 2/16/37 • ••• 

Senator Lundeen tells !IIIJr over 'phone liolte wants 
Collectorship of Cust011a; KIIJr aeka Lundeen to wait 
until return o! Farley - 2/16/37• •••••••• •• ••··· ·· ·· 

Aru&enta 
See DisanaaJ~ent - World Conference 

• Great Britain 
Associated Gas and Electric C011pe117 

OliphAnt report on bearin& in Hew lork on 1/ll/37 -
2/10/37 • . .. ••• ••. • . •• •• ••••• . ••••. .•. •.•. ••. ••.. •• •.... 

- B-

Baradel, Joseph R. {Internal Revenue Ajlent in Charge -
Bewark, Hew Jeroey) 

See Appointments and ResijpUitiooe 
Bud&et 

HIIJr tell• Bell the two ot tb• should visit Ylhite Howse 
twi"oe a 110nth whi.le Cca&NI8 1a in eesaion to show PDR 
how new legislstiOft 1a oho.llgin& budget - 2/15/37 • • • • • • • 

a) Firat repoort • ••• • •••• • • • •• • • •• •• •••• • • • • • •. • • . • • • • 
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227 
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Crawford , Thamas J. 
See ln•oatigationa, Treasur,v Personnel 

- D -

Diearmement - World Conference 
KMJr considers Supr eoe Court reorganization has only 

fifty-fifty chsnce; will suggest later to FDR 
calling of world conference on diearmament , thus 
taking minds of the people off defeat - 2/15/37 ••• •• 

See dao Creat Britain 
• • Stabillzetiont France 

- F-

Federal Institutions 

LV 95 

IIIIJr tells Boll , FDR ""'Y wnnt to appoint an honorary 
Board of Visitors , as in New York State; Bell asked 
to prepare l i st- 2/12/J?. . . .... . ......... ... ... . ... 16 

Financing, Government 
Y. A. Harris m~orandumt "The market for Government 

aeourities since the 12/15/36 financing" - 2/15/37. . 115 
Kana me~~orandumt "Timi ng of bUl issues ~~nd 1110turities-

alter~ative programs" - 2/16/J?.. . . ..... .. .... . .. . . . . 122 
Eatia&te of cash position - February-June, 1937.. .. ... 129 
Open Market Ca.mittee meets with Treasury - 2/17/37.. .. 311 

e) Bur~:ess gives review o! aerket in New York 
l'oreillll Capital: Restriction of Infiow 

lllUr tells FDR of proposed meetin& with Eccles and Landis-
2/12/)7. . . . . • . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 

a) FDR suggests including in legislation the right of 
United States to register !oreit:JI holdings; IIIIJr 
considers this t wo-edged aword - Geraane and Italian• 
could then seize aecuritiea held by their citiz6Ds 
in Uni ted States 

KMJr tells Landis , FDR likea legielati on and will want to 
send it to t he Bill with ei thor a .. aaage or a letter -
2/15/J?...... .. .. ... ... .. ... .. ... .... ... .. ... ........ .. .. 1)4 

a) Also informs Ecclee.. . . . .. . ... .. .. .. .. .. . .. ... . .... . 1)6 
Conference in IIIIJr's officeJ present• Magill, O..ston, 

Lochhead, Zucker, Baas , White , Opbea, Oliphant, Opper , 
lent , and Seltzer- 2/16/)7• •• •• ••• • • •••••••• ••• • • • ••• ••· 139 

a) Feie to join aroup later 
b) I'DR did not m ow that contiguous countries bad a 

apecia1 provision in r egard to the tax on their 

holding& 
c) HM.Jr "lean& tot~ard idea of uk1ng tbia thing 

diecretionar1" 
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Foreif)l Capi t&la RBstriction of Inflow {Continued) 
Conference• Treasury, Securities and Exchange Co...,ission, 

Federal Reserve, and Fe is of' State Department -

Book Page 

2/16/37• • •••••••••••••••• • ••• • •••• •• • • •••• • • •••• • •• •••• • LV 169 
a) Problea of proposed treaty with CanadB and 

reduction uf C.....,.cliiW r;.l.e I.e 5~ dl64UBsed • •• •. •. 1~ 
b) Issue ot CApital gains is being •aide-stepped• 
c) Baaia for "discretion• diacunaed......... .......... 188 
d) Eccles cODeiders tluit this propoalll ia to eqlll>ll:r:e 

rather than atop boom conditions; hopes •we're not 
goillg to atop here• 

Confer ence at HMJr 1a home- 2/16/37, 8a30 P.M............. 242 
a) Draft weeanue to Congress discussed 

London newspaper& quote Eccles aa predicting that 
•something ooocrete will eoerge•- 2/16/37........... .. . 293 , 307 

llogill presents sWICI&.ry of the dre.!t legislation as agreed 
upon by Treasury, Federal Reserve, and Securities and 
Exchange C01:m1isa1on, as laid before FDR; FDR asks that 
the tbrae agencies consult with St&te Depart&ent because 
of reciprocal trade agreecents- 2/17/37.. . ..... . ....... JOl 

a) Magill memorandum on conference, at which Feis, 
Livesey , and de ~;olf , frog State Oepartwent, 
ere present- 2/17/37. . ............... .. . . . . ....... )OJ 

Further conference between Treasury , Federal Reserve, and 
Securities w1d Exchange Collllllission, at Treasury, 2:30 P.M., 
prior to conference with Hull - 2/18/37... ....... . ......... 394, 396 

a) Confb,.&tion by State Department of arrangements 
with regard to various sitU&tions tlult IIB.Y present 
theesdvea (letter sif)led by Herbert Feie)............ 407 

1) Acknowledged by llegill 
b) Conference witb Hull . ......... . . . ........ . .. . ........ . 409 

france 
S..e St . Pierre, bland ot - for emugglillg of alcohol 

• Stabilization 

Cold 
See Stabili:r:ation 

• U. S.S.R. 

- G-

Great Brit&in 
Chancellor of Exchequer opens t•o-day debate on rearaament 

expenditure - 2/17/)7 ••••• •• • •••••• •••••••• •• ••••• ••• •••••• 

- H-

Hogan, Villcent 11. 
See .lppoillt~~enta and Raaiptiona 

Holla.nd 
See StabUisationa .. therlalld• 

•Hot llooef" 
See Foreig~~ Capital• Raetriction of Inflow 
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Houaillg 
l!IAJr tranSl:lits to l'llt1te House memorandum concerning 

proposed Wngner bill establishing United States 

Book Page 

Housina Autltori ty - 2/12/)7. • • • • • .. • .. • • • . • • . • • • • • • • • . • LV 5 
IIU.Tr sa,ys, at 9•)0 meeting, he whllta to 110 d'ter alWB 

clearance; want.a cOMIIIitt.ee in w1t.h l'eoples - 2/19/37.. . 448 
a) !llcarlch, Barton, llcReynolds, and Upham to be 

on cO.Uttee; lliss Roche wants representation 
from Public Health; Opper also augeested 

Conference; present• aaJr, McReynolds , Upham, Gaston, 
Opper, Wias Roche , llias &oi tzer, Bartoo, Emmerich, 
Della Valla (AaGis tant Sanitary Enginoer, Public 
Health Service) - 2/19/ )7. ... .. . . . . . .. ... . •. . . . . . .. . . . . . .454 

a ) HMJr wishes i nformati on gathered on low-cost 
housing in citi es from avery governmental agency 
possible 1 buildings cOCipleted and under what plan, 
financing, rents , occupancy, etcetera 

1) l!IIJr suggests Kahn ' s arti cles on Frankfort 
in Arohl tact ural For "" 

- I -

Interstate Com:norce Colllllli&sion 
See Taxation • undistributed pr of i t s tax 

Investigati ons , Treasury Personnel 
Wallace (Secretary of Agriculture) reports to HIIJr •certain 

irregularities on the part of e•ployees ill Pr ocure•ent 
Division•• Rankin, J . Rile)' (li aison representative between 
Procur~nt Division and Resettlement &d.inistration) and 
Crawford, Th011as J . (in charge of Resettl eaent AdD1ni­
strat1on 1s Procure.oent lllit or Prooureaent Divis ion) , 
in connection with a Tung 011 Developoent Co•pany -
2/19/)7 .. . . . . .. . . ....•• . .. ... ..... . . .. .. . ......... . .•.. . ... 

- J -

Japan 
See also Narcotics 
Resu.u' of finlu1cial outl ook by .taerican !lobaasy in Tokio; 

aucb better titan a •ontb ago - 2/19/J?. . . .. . . . . . . .......... 443 
Taylor aeaorandua concerning call by Japanese Allbassador, 

Financ1a1 Attach~ assigned to Washington, Paris, and Londoo, 
and Comaer o1a1 •ttaeh~ s tationed in New York- 2/19/37...... 476 

a) Operation ot Uni ted States gold licenaing ayatea, 
natioDQl iaation of &old, operations or Tripartite 
A&reement, earmarking, et cetera, disousaed 

1) Great interest expressed in poasi bilit)' of cooperation 
with Tripartite group 

2) Dia t inot illpreaaion cooTeyed of less aggreaaiveneaa in i 
far East and an attempt to cooperate with Occidental countr ea 

) ) Johnaoo &ct and ~ other Ulli ted States control• over 
f oreign l oans fi08ted i n thie -.rket dlaouaaed 
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[,Amk1n1 V, V, 
See Appointments and Resignati ons 

-M-
lloley, Ra;YilOnd 

P'DR tella RIIJr t.b&t Vincent !ator baa told h1a that 
Moley ' a contract {&:!s,ooo a 7ear) expires in 
HoYeaber, 1937J !ator ia •red up• with llole)' -
2/12/37 •• •• ••• •• •• •• ••••• • ••••••• ••••••••••••••••• •••• 

-H-

Narcot ics 
Thompson plan for eatabliabing an additional Traaaur,y 

~ji;i;;~~:~:~ .~-~~~.:: .:~:~.~~-~~~~:~~ -~~:~.~ 
Netherlands 

See StabUisation 

- R-

Railroad Retir-nt Act 

LV 1 

For reauad 2/U./37--1./2l./37, see Book LVI, page 175 
Conference in RIIJr'a office; preaentt llagill , llias Roche, 

Ol iphant , and HalTering- 2/16/37••• • •••• • • • • ••••• • •• •• 223 
Rankin, l. Riley 

See InYeatigationa, Tr easury Personnel 
Ricllllond, Virginia 

See Self-Help 

- s-
St. Pierre, Island of 

See alao Books III and IV 
llcohol t prohibition or 1Aportetion of bulk alcohol which 

aight be UHd in aauggling, diecuued in Bullitt cable -
2/19/)7........ ...... ..... ... .. .. ..... .................. 460 

Self-Hel p 
Report on coordination of Citbena' SerYice Exchange ' • 

actintiea, Richllood, Virginia , with tboae of Federal, 
State, and local agnciee for calendar year 1936. . .. . ... 82 

a) IIILTr d1ao11eae a witb Barr)' Hopkin a - 2/16/37.. .. .. .. 228 
Dinner a t IIILTr 1 a h.,.. to diao11ea laahinctoD SeU'-Belp 

Cooparatin J preaentt Baker, Rawl, and llopkine {I orita 
Progreae Ad•lnlatrati on) , Lt.Follette {Senator, lbconain), 
Oanlody and Packard {Raeettl-nt J.d8inbtrat1on) , and 
liTera {Gonrnor, rara Credit .Adainiat.Nti on) - 2/16/)7.. 233 

a) l"urtbar diMJuaaion at 9 t30 MatingJ 111u Loni&an 
pree•nt - 2/19/37• • •• •• ••• •• • • • • •••• • • • • •• • • • •• •• • • 446 

1) IIILTr tb1.nluo Jacob Balter llllkea Yaq poor 
1Apr .. a1onJ thinks llawl {a .. tetant) 1e &ood 

2) IIILTr W&llt• laahiJI&tOn bruoh ...Salad aLtar 

~-
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Slum Clearance 

See Housing 
Stabillzatioa 

- S - (Continued) 

Exchaoge aarket aovements reaum• - 2/12/37 ••••• •• •• ••• • • 
France: 

Allerican I!Zibaeay (Paris) sends 1nforaat1on tbat Blua 
and Auriol are dissatisfied 111. th Labeyrle as Governor 
of Benk ot France- 2/12/)7 .•••••••••• • • •• • •• . • •• • ••• 

Blum brOBdcnetl 2/16/37 • ••••••••••••••••••••••••••••• 
a) Urges Govomment employees to withhold de:oands 

for higher salaries as a result of the ever­
increasing coat of living 

b) Announces Government ' s decision to present new 
laws to Parliament relating to tbe punishment 
of speculators on prices of produots of prima 
necessity 

•Situation growing steadily worse, • Hl&Jr tells FDR at 
luncheon- 2/17/37· ··• • ••• • ••••• • •••••••••••••• • • • •• • 

a) IBIJr blames tre...endously increased expenses 
for al'1IWI!ents 

b) FOR see3s in frame of ~ind to consider calling 
disarmament conference 

c) FDR convinced be cannot use Hull or Norman Davis 
on this program 

Minister of FinAnce's explanation of present flnanci•l 
situation- 2/18/37···•·••• •• •• • •••• • • • • • ••• •• ••••••• 

FOR- RYJr conversation- Z/18/J? • ••• • • • • • • •• ••••.•.••••. 
a) Rueff (Onder Secretary of Treasury) desperately 

trying to get Cocbrsn to ask Un1 ted States it 
City of Paris or the Credi t Foncier could borrow 
in United States ~~arket; Cochran suggests taking 
it up through bankers who are going to handle 
loan; HlliJr sUggests to FDR tlult the sp1r1 t of 
t he J ohnson Act would say "11o" 

b) FDR thinks French Govert111ent should seize all 
gold and silver in Paris and all gold held abroad 
by ita citizene to be turned in to Treasury 

c) RIUr rell&rka France bas gone half -way and 1a now 
talking of backtrackin& l Belgi1.111 handled it much 
better 

d) Bon11et to arrive today as French .blbaasador to 
auccee4 de Laboula¥e; RMJr sU&Sests not seeing 
him until aiddle of week 

Article Six of aonetary law of 10/l/36 abrogated• 
•proviaicas ....... not applicable to international 
peyaents which, prior to the promulgation or this 
law, were validly stipulated in gold francs. 
Payaants effected between France, Algeria, Tunis, 
Morocco, tbe colonies, protectorate•, and atatea 
and territorial under Frenoh aandate , are not 
international ~ts• - 2/19/37 ••••• ••• ••••••••• • 

Swin banka have retueed request for loe.n ot one b1lllca 
trenca to one of the French pllbllo bodies - 100 Bullltt 
reports - 2/19/3? •.•. ••••••••• • .• • •••••••••.•• ••.•.• •• 

Book 

LV 

Page 

18 

2fJ,n 
153 

330 

355 
441 

483 
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- S - (Continued) 

Book Pege 

Stebilisetion (Continued) 
NetherlMdSI 

De Jong (De Nederl&lldsche Bank) talks to Knoke 
conce'C'Dil\8 transfer of $100, 000 in gold fr011 
ee.rurked gold account; guilder wu1t - 2/ 15/37 ••••••• 

Sugar 
lll4Jr tells Taylor, 1\all.ace is aoat anxious to saa h1a -

2/ 16/ )7 •••• •• ••••••• • • •• •• ••• •••• •• •• • ••••••• • •••• • • •• • 
IWr, Helvering, Taylor, lliss Roche, OUpb&nt, and Magill 

diseuse taxation- 2/16/37 •• •••• •••• •• ••••••••••••• • .•• 
Supreme Court Reorganization 

HUJr considers it has only fifty-fifty chance; will suggest 
to FOR later calling of world conference on disarmament, 
thus taking t he Ainds of the people off defeat -
2/ 15/37 ......••...• . • •..••.• . • •. ..• • . . . . .......... •. ..•.. 

Switzerland 
See Stebillzation1 France 

- T-

Taxation 
See also Foreign Capital• Restriction of Inflow 

LV 

FOR and HMJr agree tbat total exceeo of expenditures outside 
of budget will not exceed $100 million for new legislation; 
any excess of receipts over eatimat ea will be subtracted 
from $100 lldllion; therefore no new taxa tioo will be 

131 

159 

21.4 

95 

required - 2/12/J?........ .. .. .. .. .. .. ... ........ ... . .... .. . . 1 
a) HWJr tells Bell - Z/12/)7.............. . ..... ........... 22 

Ccnterence in HMJr's off ice; present• HMJr, Harrison (Senator), 
Dough too (Coogreaa.IIIAD) , OUpb&nt, Parker, and llsgill -
2/11/J?....... ................. ................. ............. 104 

Undistributed profits tax: 
BMJr suggeata to Eaetman conference oext week to diacuaa 

comments in Interstate Coamerce Commiaaion•s Annual Report -
2/19/37 <t~A. . • • • • • • • • • • • • • • • • • . • • • • • • • • • • . • • . . • • • • • • • • • • • • • • • • • 459 

- 0-

U.S.S.R • 
.a-rlcan l!lobaasy (lloacow) reports iapoaaibillty of ascertaining 

definitel7 aaount of gold reserYe - 2/15/37• ••• ••••• •• ••• • •• 119 

- w-

Wolfe , Joe (Deaocratic Rational OoaoitteeMJI, llinneaots) 
See AppointMnta and ReeigD&tiOIIII 
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FebruarY l l.. th 

The Pr esident told me thut Vincent nstor said thut 
t!oley ' s contr uc t expires 1n i<ovember. Maley h11" ""'"'u ge tting 
;;.;:;5 , 000 " ye<~r lind tha t Vincent 11stor seems to be f ed up with 
Mal ey. 

In discussi ng this t ax mutter with the Pr esident I 
Luld him tha t I felt thut Put ~rrison ~;~nd Daught on mi~ht be 
willin~ to l e t the present t ax bill stand a s is but they 
v.~;~uted to know whether the President r.ould delllhlld new t~;~xes 

! 

to p&y for t he new legisl~;~tion which he s ent up and which is 
n:>t i ncluded in the budget. So the President said, •v.ell 
suppos i ng, l:lenry , you and I agreed t lw.t the to t a.l excess of 
expenditures outside of tho budget would not exceed one hundred 
million oollars for new legisl~tion und thut we would then not 
~sk for any new tb.Xes. You could give that message to Harrison 
~nd Daughton" . bo I soia 1 "Yr. President 1 before I do tht.t I 
'tit..nt to muke &wfully sure thc.t you cun st;...y within those f i gures . " 
He sbid , "That is right . We twve alre(J.dy spent 50 milli"ln doll~>rs 
f or seed loun " . I s a id 1 "l..et me check it with Dan Bell and go 
over 1t with you on Monday bee a use you certainly do not w~;~ nt to 
h~;~ ve me give them a figure hnd then huve to chunge it within t wo 
weeks" . 

I said , "How about if our r eceipts exceeded otn· estimut es? 
·:.ouln you add tnose to the 100 million or would you subtract them?'' 
He suid, • I would tell nobody &nything about them and we would 
Just try ~nd save them" . I said , "In other words, if our 
receipts exceeded our estima tes by ~5 million dollars and you 
spent an extra 100 milli on for new legislati on the ne t expendi­
ture would reollY only be 75 million" . .de s&i d , •Th;.. t l s r i ght" . 

I told him thc.t i'at Hurrison was willing to Ylbit until 
a fter the 15th of !larch befor e he did anything on t hxes und I 
told him thut Bob Daughton wus going right ahead and will i ntro­
duce a bill to extend for unother year all the miscellaneous 
tuxes which expired . I told him that j!at Harrison thought t hu t 
Daughton should wuit a nd the !:'resident said, "No, Daughton i s 
right - he should go right "'head". 

! _ t o ld him about our proposed meeting with Eccles and 
Landis on l ond"'y and t~t I was going to try and get through 
some legislation a t once. I do not think he ~uite grasped the 
idea because he did not give me time enougb, but I got the im­
pressi on t hc.t he l~ed it. He then said , "i:low c.bout incl\Xling 
in this legislation the right for us to register foreign hold­
ings?" I told him that t hat was a double-edged sword becuuse 
we a lready b<>d un inquiry from France asking us to do this very 
thing on u reciprocal basis and that if we did it s ay for the 
Itc.l i uns and Germans the chances are the Germans and Itali ans 
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v;ould seize the securities 1n America of their citizens and, 
I think, we ought to think twice before we do anything of this 
kind . 

I round the President in a perfectly grand humor . 
He said, 11Is it not a scream the way they are building me up 
liS u Dictator"? I made no comment. 
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February 12 , 1937 

The attached material went to the White House today 

bY. a meeeeJ18er. 
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hall)' I ~ 0a.- ........ nl h4anl 1 J.aael eoan-
I Dwll1DC 1Ul Oo-' Loau Loau hUo•~ : ll"..i'!! 04!!- I (At ... ooo {l:nt.tet) All\loor1ut I hUnl. AJIP""' .t it\NO\M per hll11)' pr1a Uou , (!? 1 1- .:.-

tJalt 

I 
11:!11 110,~ ~.ooo,ooo 0 : tiOO ,000 ,ooo 0 

lilt n ,ooo 1100 ,000 ,ooo ~~ 110,000,000 1110 ,ooo ,ooo • e,IIO,OOO 

lHO 100,000 ~.ooo,ooo lJIO ,000. 000 1110 ,ooo ,ooo u.•,ooo 
lKl 11101000 eoo1ooo1ooo aoo 1ooo1ooo 100 .ooo .ooo a 1ua1ooo 

I : : 
I 117 II, 000 11,1100,000,000 1 tiiOO 0 000 ,000 :tl, <XlO,OOO ,000 • 110,000,000 

!be r.atur .. ot \U alwfo rrocr• ....... tGll.ow: 

(a ) Ora4.al u4 r'noet RJ:!I!'a• 'D1o :rah ot llll1l41a& 1o -oloraW 

lly a.cro.a , nei .. r- 110,000 r.llr uito oen 70&1' to ao,ooo 1a lKl, 

(ll) J'Menl par!101!!!Uon tl!ro!P 1-. in rola\1M i o tllo toW 

'1'01- ot tho !I'OI!P• h £!41!!117 oMle4 4-. h 1o re"P!ut Ula\ "-

ota\oo aa4 1oM11\1ao are not t..&41atol)' •~• to t1oa\ loaaa tor ~o1aao 

Bllt nell 1ooal ,__. are apeote4 to nua• a ~ porU• ot \lao IIROiaa 

rrocr- - 1\ l o .. u • ..._, _,. fto ~ 1a \lalo ur .. uoa 1o _,at 
'tr tlao r.ot ttan \lao r.toral 1 .... u utloor1.aot eoan1nte 100 poro.t ot tllo 

total prlp'UI OCIII\~otot tor tlao tim )'OO.r, aa-1,1! ,__, tor \llo __. )'OUo 

-1-

;r 
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' I .. 
u-l/1 pero•t tor the Wr4 ;rear, a1ul olll:r 110 peroent tor t~ tourth 

,..ar. Onr t~ wllole tour ;rear proll'UJ, one-third ot tile lMile neo.,.ear:r 

tor t~ Ml ..... los--nt ot the proerem would lla.,. to lie railed by tile atatu 

by pro'Yidinl 1n .. ntina to 1-1 1-, not ll:r NS1lir1y looal loau1 tor the 

latter ooarae a1&bt hold liP the progr• enUroly, 

• 
(o) J'odaral l..,.a •te-ed, 'l'ha bill pro?id .. that toderal loau 

tor lo .. l llouUi a~ll lla a4oqutoly .. o'llred u tlrat Uau llpon t~ propert;r, 

and elaall 'bear at but the p1n1 todaral rate or illhroat. In lo.oroat-hwaUi 

ot wbeldy, 1'1111 ropa,...nt ot praoUoally all loe.u 1e juet1t1abl y to lie anu­

tlpated. fta _,. tor the h4aral loana 1a ~o lie raleod b;r a bead iaeu b;r 

the J'odaral AD.thorl t:r, to lla trUrQtaed aa to pr1na1pal aa4 1D.taraat b;r tlla 

Ull1 ted ftatea. fta 111ll pro'Y14aa that tho 110no;r ra1 .. 4 tllrollill till a liOIIIl lane 

allall lla uod onl:r r.r aoauod loau, and not r.r lft!\ho 'l'llu the tlaaolal 

poaltlon ot tho J'odnal OO'Ye~nt 1a kept 1D.kot u4 atllroatno6. 

(d) J'obftl £"1lh bald to alat-. Tile 11111 proddu ao •Btal 

cranta 11111;--..r. n oont-.J.at•• .. !!!!! ..... , ••trtollttoa ••rana4 tor 

1n adftll .. , aa4 proddo4 far b;r aann•' &PJropr1atlona oa a pr u J!l" e llaa1a. 

Tllu MOll •aeration will lloar t~ ooat or ita own .... htanao to 1--t-llollalq. 

ru. twa or aid k .. pa ,.. .. ral ·~1et1ou 'Y&rJ' low ... ••trlllsu ... -~ 

llo ~rat tor ltM. O&l;r .. ,110,000 wald Ita nu1n4 tor lta, aa4 aal:r 

$11,W,ooo ... nun:r wl&l4 lla req1lirod ...... tile tl,IOO,ooo,ooq ~1&1 PI'Oifta 

1o ill tl&ll nllllo A tiO,OOO,OOO appNpriat1oa ..U Nftr tlla wllolo pap'a t.r 

the tlrat tov :roar•• In +u•, the total • ., oeat w tile 1Ja1 tot StoWia wwU 

llo 1••• tllaa *- •••' -.t .,., ll:r tho OU:r ot ... Toft aloM tu ~ ral1et. 

-·-
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£CONFIDENTIAL COMMITIEE PRINfJ 

7&>-u CONGRESS s 
l6T5£0810 N 

• 

I N TilE SENATE OF 'l'JIE UNITED ST1\TES 

Fz8RUAKY -, 1037 

,... 

Mr. WAOxu introduced the follo,.;ng bill; which wos I'Oad t.n~ ond referftd 
to the Committee on t:ducation and lAbor 

A BILL 
'l'o provide financial Rssistanco to tho Stntcs and political sub­

divisions thereof for tho elimination of unsafe and insanitary 

bottsing ecnditions, for the provi~ion of decent, safe, and 

sanitary dwellings for families of low income, and for the 

reduction of ·unemployment ond the stimulation of business 

activity, to create n United States ITonsing Authority, and 

for other purposes. 

1 Be il enacted by lite Senate and Hom!! of Representa-

2 tivu of the United States of .tlmerica in Congress assembled, 

3 FINDINOS ANO POLICY 

4 S•:OTTON 1. 'l'hcrc exist in nrlmn and mml communi-

5 lies throughout the United States slums, bl!ghted areas, or 

6 unsafe, insanitary, or overcrowded dwellings, or a combina-

7 tion of these conditions, aooompauied and aggravated by an 

J. 122956--1 

I 
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2 

"""'' ·""""~"' nl "'"'"'· -afr. ond ,.moir•~· dwrllings wirhin 

2 tlw linouwirtl n .. u·h •• r ftnuilie-- of low irH'OIUC'. 

1'hN• ('UIIdiliUIO• 1111' i11i111i<:ol 10 doe genCI'lll welfftr6 O( 

lior X:oli••ll ''·' (111 I'IO('I)IIOO~~ng the sprend or digcnso nnd 

:; 14•\\'t•riu,t! Jht• ll'\'1'1 ur lu.:·nltJt. monall•, mul \'itulity of lurgc 

li l•urti••n._: .. r tlu.· .\ uwri•·:m ptuJ•Ic; (b) in('I'C'zt :o;ing the ltnr.nnls 

7 of li 1•,•o~, tuoc·itll'lll!'. uml u11tui'Zll t·:tlnntilit•s : (c) ~ubjcctiug tluJ 

~ 1114,r111.,1nudnrtl,., of lilt' ywmg- w hlld iu(htrnet•s; (d) increas-

!.1 ill~ IIIC' \iulllliuu uf lhr ··rimimt.l law~ of Jhe rniiCd Stutes 

111 ""'' 1,( rho· -.·Hnol ~.,...,: (o) impoiriug indu,uialnnd agri-

11 ttohnml l•n•lowliH' ··llit·it·o·~· : (I) lowrriug the •hllldards or 

I~ lhiu~ ull:or~·· l"'niuu• ul the .\ uoeri<'llu JlCOl'le; (g) nc«'S-

1:\ .. irnliu~ n 'll"t m1d l'\tnwnliuttry CX}K'nditurc of public funds, 

1~ Fedo•n•l, Rutlt•, nnd loo:nl, l11r crime prevenlion, punislt~ucul, 

1:; nut! t'Mrt>t•lion. Jirr J•re,·cntion, puhlic--llenhh service, nnd 

Ill n•li1.f. 

17 '1'111' luihn'l• tu l'l'llt('oly !loc M·ute dwelling ~loortagc hns 

18 1tl'l• J•rll·tlm·,•d ~lnJ.-'llftliou o£ bu:'ineS:ot ltttivity in the oou­

~9 '1n1<1i<•n. dun<ble 1!•••1-. fttl(l ullit'll ind11..rries, thus impeding 

20 '"''i"''" n11hi1y tl•n••.cl«><•l the ::\orion and rrsuhing in 

:!\ "idt'l•l\·.-d. J 1ruluu~r·l. oml m:urring nnrmplormtnt with its 
2"2 .. 

mJnrinn .. rfTtlt'h "1"-•n lbe genel"'.tl welr,•re of the Nution. 

l'rhntt• imlu•try alone hM bctn and now is unable to 

2~ 
"'''"""or tlw uh<tndc• in the way or relieving the shortltgc 

2,~ of llo'l't'llt, >of,•, IHOd '>lllilhry dwelling\! for fnllliliOK Of loW 

3 

1 income, or 10 pre•·en1 tlte widespread, prolonged, and recut-

2 ring unemployment rrsulting from the persisienC6 ol such 

3 obstacles, and the se•·craJ States and tbeir politi~l subdivi-

4 sions lmve been nnd now are unable adequately to aid in 

5 remedying tbis ~'()udition wilbout liuaoeial assistnnoo. 1'bo 

6 logislftlnrcs ol numy o( Lbc Stutes hnve CXJ.II'l'S>Iy declared the 

7 llllCd for n~>.<i•ttuoc(> 11long the ~ues •et lorll1 iu Uti• Act iu 

8 order to N' lucdy I he olorcsnid oouditious. 

9 I1 is hereby declared to be tl<e poli<•y ol tho United 

10 Stoles to prornole the grncnol wrlfnrc or lhc Nation by CUI· 

ll ploying it• lmtds nud credit. •• pro•·idod in this .\~, to assi>l 

12 1be so•·enol ~tnte• nud their politi<'lll .ubdi••i-ions 10 alle••iate 

13 present and recurring unemplo)~nent and to remedy 1he 

H unsnle nnd iuS11uit11ry housing conditions and the oculc short-

15 age or decent, snlc, 010d o;imitury dwcllint,'ll for fouuilics Of low 

16 income tl.nt arc injurious to the bculth, Mlcty, und 111011118 

17 of tloc cit izens or tloe Nutiou. 

18 

19 

20 

DHFINITJO);S 

Sv.o. 2. When usod in this Act-

(I) The tcnn "low-rent housing" m~nt decent, sale, 

21 and sanilary dwellings wilhin the finandal reach ol !a.mi!ieJ 

22 or low income, ruul de•·cloped and adminislcred to promole 

22 servk~·ahilily, eOicieocy, economy, and Slability, and em-

24 braces oil ueccss11 ry or desirnble appurtl)lUUICI'I thereto, in-

25 · eluding admioistnotivc, educational, reereotional, commercial, 
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nnd otlwr lnnd·. lmildin!!". :ond fstilities. Low-rent housing 

2 8 , th•fiurd iu tbi, .\!1 •laaU 1,.. amilobko I!Oicly for auy family 

a "'••·r uN iiH1lUI~ 1lor- not ~xeecd six times the rental (in-

4 t•lmliu!(tht• r~H or ,·nlu~ of beat, ~gbt, wat~r, and eooking 

::; fn••l) nf 1lw •tnnnt•r. to hr fnmi~bed surb fR111ily. 

u {1) 'l'h~ 1rr111 ''fn111ilic>s of low int'Omo" 111CIUI8 families 

'1 wlto c·•uwnl ~tllurtl IH f'U,\' ruuugtt to induce pri\'oto enter-. 

K t"i'c in llwi1· lo.·nlil)· or metropoliton area to build tlll adr-

9 'l'"llr >IIJ'I'I)· 11f lirt•rut, sale, and Sltuitnry dwt•llings for 

10 th••ir ""'· 

II (:J) Tlw trnu ··.tum" UWlllt• nny arm wbrre dwellings 

li! J•R'tlu•niul\h' \\hic·h. hy mt-.ou u:( clilapidatiou, O\'trcrowding, 

1:1 fnnh) ftrTI\U!(CIUCUI or de·i~OI, Jack of \'Cnti)Riiou, ligbt, or 

H "'"ilotiun fncil ilir-<, or :my <'Otubinatiou of these factors are 

15 lll'lriull'utnl to jo,,trrty, lu·nh h
1 

or mornl$. 

Hi (~) 'l'llll 1c•·m "<hun l'lcnmnrc" tuoaus till• dornolition 

I j mul l'l'llt•l\'nl or huildiugl) rrom ilny shuu orCH, n.nd mo.y 

~~ 1'111l•nlt•t• tlu• llllllf•hllion or Sllth Ur111 to IJUbfic JlUrJlOIICS, 

5 

1 remodeling, or RIJftir of e.-ti."'ing buildi"3". The d~velo~ 

2 ment or a low·rt'nt-bousing project may include llurn rlear-

3 anef. The devrlolllllent of R slwn~ICIIl'8Jlce project msy be 

4 {lnuftn,-..1 tn d~'ntnJHinu n!ld remo'·!.l. 

5 (6) 1'he temJ "odmini•trotion" means ft!l undt•nakinJ.,''II 

6 ncccssnry ror mnnogcmcnt, operation, ond moiutenonC<'. 

7 (7) 'l'hc tenn "dcn10nstrotion project" mctnlJ! ony 

8 project owned or administered by tbe Authority, whether 

9 or not developed pursuant to section 1 l. 

1o (8) The 1~nn "acquisition e®'' means the arqui>ition V 
11 cost 10 the Authority or to a bou.<ing "V'~'• ,.. the eve 

12 may be. 

13 (9) The tenn "going l''edcral rnte of iuterest'' lllCIJDJ, 

l4 nt nny tim~, the annual rotc of interest SJx:<:ified in the then / 

15 most recently issued bonds or the Fcdcrnl Govenuucnt hoving 

16 a tenu or ten YCIU'S 0 1' more. 

17 (JO) The tcnn "public housing agency" mcous nny 

18 State, oouoty, municipality, or other go,·cnuuenlnl ~ntity 

19 or public body (exduding the Anthority), which i• author· 

20 ized to engage in 1hc development or administntion of lo,.·-

21 rent housing or rJum deanmce. 

22 ( 1 1) The tcnn "oonsmners' housing society" IIICIIJIJ 

23 uny -·intion, OOOI>erotin, or corporate body organired 

24 801ely to promote end admint<ter low-ren( boUAing, wh086 

25 members oro llllr8011K or low income in need of sueb housing, 
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"IHN" """"" •ml din'C1or;: 3rt' the lr<'<'ly rhosen N'Jlrt':<t'ula­

•l rh"" uf .. udt ult'lllht•,..., '\ ltida t ... opt·mlrd. wi1 houl JlOS."'ibil-

3 ity of llirl't'l ur in•lirf'i·t lin~ml'ial t•rofir. nud wl1ich ~JUbtuits 

4 ir· n•t•Of'tl• "' 1111' irL•IIC''Iiun or rhe .\ mhority IO lhc extent 

j nt'('C'"N''·' tu '-'nrr.'' uul rhe provi~ions of this .\ c1. 

(j ( It) Tlw tt·r·ur "limited-profit horr•ing ngency" nrenns 

7 uuy ,.,.l>,l4'iuriou, t•oO(lt'ntllvr, limi leci-dividcnd corpomtion, 

8 "r otlwr t<rrJ••nlle hod)' urgrUJiY.cd to de,·elop or ndmiuislcr 

9 low·I'('UI·huu ... iusr (H'oktt"". who .. e dil·idend rnr(lo~, if nny, rn pi· 

10 

II 

12 

13 

J.l 

l~ 

lG 

l1 

IS 

19 

~ 

~I 

2'..! 

2:1 

2~ 

2S 

tal •lrutiUI'I'. iuten·•t J"'~·meut<. nnd renlltl charges are 

n•~:ulntfd nr limiled by lnw or , ubj<>et to tire 8lll)el"\'L•ion 

amd t·un1n1l uf rhr .\ulhHrily anti whi{'h ;-.uhmir~ irs rc<.'Ords 

lo lhr iu•IIC<'Iiuu .. r rht• .\rrtboril.'' to 1hc exlent nc~ry 

to ,,1rr~· out llw pn"·isiorlS of thh; .\ct. 

( I:J} '1\he I Nut "honsing ogcney" wcnnR ony public 

hon .. iug ll)tl'IU.'."· l~ 1 11 " 1llllt'l' hou:o:iog soc·icty, m· limitccl-profit 

hou .. in~ ng~nl·~r. 

( 141 The 1''" 11 ''Stale' ineludes the SllliC8 ol tho 

r uion, Ill(' lli•lric·l or ('olumbift Rrld til T . . •. • e emtorres, do-

Jli'Udrncie-. nnd J""-...,._•iOU< ()( th~ l'uitcd Slates. 

( t:•) The lmu ".\nthority'' IIIMD.i the Gnitcd 'tales 

ll•••·in)! .lrnhnriH crcnlcd b•· •~t-ro 3 I I . • 
' · ' " II • 0 t liS aCI. 

I'HrHu ~T.In;,; UOU~ISU A UTUOIUTY 

i!f~"l ( ) Tl · • . . '' •ere rs hereby r·rt>oltcd n hody corporntc 

or IIC I' I~IIUI I dnnltimr IO be krrol • b • 1 D liS I 0 ij llltCil !:llntC8 

7 

1 llou.<ing A1ubori1y, which sball be an &gl'n<'y ftnd illl'lru-

2 mentali1y ol the l'oitcd &at""-

3 (b) 'nrc mnuugemem ol 1he ~c\ulhority shall be \'CStcd 

4 in n hoonl ol director!< (hcrciuuller relcrred to 118 the bcmrd) 

5 romposcd or five members OJ>JlOintcd hy the !' resident , by 

6 nnd with I he nth•ice nud consent or the Scuaw, nnd r·cmovnblo 

7 by rlrc Prcsidenl UJlOII uotioo a.ud hearing lor ucglect or duly 

8 or mallcnsancc in oOiec, but lor no other cnusc. 0 11c or rho 

9 !h·c originnlmetnbelil shall o;cn·e lor a tcnn ol OUC ,I'COr, 0110 

10 lor a ICMil Ol IWO year.!, oue lor 8 lcnn ol thi'C'e ~·cu .... , one for 

11 II tcnn O! lour ~-eatl', ruJd one lor a teml O! fi1·e yea .... , b!ll 

12 1hcir suOOfll!Ono >hall be ap)JOintcd for tenns of five \'Cftl'l! 

IS eftch, except that nny indh·idunl •·hoscn to fill n •·nrnur~-

14 shall be nppointcd only lor 1he uneXJJired tenn ol 1hc 

1~ member whom ho @lurll •ucceed. The President slrnll dosig-

16 nate ono mcmhcr lo scr\'C ns chairnHHI und cxccu1ivo onicc1· 

17 or tho bonrd. 

18 (c) A vnt'lliii'Y in the bonrd sbnll not impair the right 

19 ol tbc remaining members to exercise all the powers ol lhc 

20 board, and three membtrs ol the board shall "' all times 

21 coll!titule a quorum. 

22 St:c. -1. (o) Each member ol the hoord •ball <'I'Ceh·c a 

23 salary ol $10,000 a year, shrill be eligible lor renppointmcut. 

24 llnd ~hnll not engage in llllY other business, ••oootion. or em­

~ ploymcnt. No ofliccr or employee ol the Authority shnll 
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110niri1 .. t~ iu Ml)' mnnnrr in the deli!H>rntiou n110n or the 

2 1lt1rnuiu:uinu tJ( :au~· qur-Niou ;lffl"C~tiue- J.j~ JWr,..oual iutfrc"l~ 

3 ,., 1hr iuiN"t• ... f, uf nn~· t'OrJl4lOJiion. pRMut•n.hiJ•, or ft"-'IOt'ifttion 

;; ( It) Tlw .\uthuritr i• nntborized, suujcc·t to tltc civil-

6 wn·ic·o· J,tw• 1111tl 1h11 ('J..,,iticnt ion .l et ul I!J2:l, us nmcntled, 

7 ,,, nwniut 111111 lix tloc• ('(llliJlr"'lltiou or ~tll·lt cuoployccs us 1118,1' 

8 I1C llt~·C•>Nir.l• lur I loc 11ro111Cr pcrlormnnCO Ol its duties Under 

9 thi< ,\c-r ; c•\C~I'' tluol the .\ uthority IIUI)', wit bout regard to 

10 dot c·il iher~·i~'<' l•w•. Nul> loy such olliee"'. ouomeys, ond 

II C'Jl<'"' uml hin• •uc·h -killed and cm<lilllecl Jnbor as may lH> 

12 'll'tt""'~· lor >u•·h l'"fJIClSC'>· 

13 (<') The .\ mhurioy ""'." :t(~~pt and utilize such volun· 

l4 lltr)' uuclnn('QliiJOfll'"lc•tl sc•n·ices nnd with tbe c·ouscnt or tloe 

15 iiJ.!t•nc·.v t'HIIl'{'nJrd lltll_\' ut ilizt' ~ntll oflictJ"8, mup1oyoes
1 

ClJnip-

16 111('111. IUtd iufHnnulit)U nf any ngeuc·y ur I he Ft•tlcrnl, Sl~ll{l, 
17 (lr lut'ftl ~tl\'t'l lllllt•u ls o~ it fiud~ helpful iu the pcrformtUICC ol 

18 ito~ liuli4"'1, lu ('UIIHC'4•tion Witb lflc utilizntiOU O( i!Uc.h 8CrV• 

l9 iu••, tile .\ut l111rio~ '""Y mnkc reasounblc (lll),neut8 lor nee-

!!0 , ... .,.~. tnnrling nnd other cxptoses. 

(ol) Tbr Ptr-idrut may nt any time in 
21 

hi~ discretion 
!!2 tmu~fn , .. lhe· .. \1\lllori•y uu~· ''b'l"llt'.\'• hurcuu, dh•i,..ion, or 
23 Hl)wr Ullit 1 £ • J 

' :m~ • f'Jl:tnlllt.'lll or ngcu<·y or the }"c•dcrnJ 
24 (iorr rruul'HI lluu i~ ('I•"W 1 . I 1e· oCt Ill OW~telll·honsiug Of S)Utn· 
2-:i I 

' •~•non,~· n,·tivi o ir~, indudiug nil its assets, equipment, 

9 

1 recordt, and employees, and the Authority may rominur 

2 >Uclo actil·itit'tl, and <hull su~d to the powcn or ""rh 

3 agency, lJurcau, divi•ion or other unit, snlJjCX'I to the pro-

4 '' isions ol this .\(1. The Pre.ideut uwy like"i..c tmn•lcr 

5 to tbc Authority nuy loou;ing or shun-eleamurc t•rojerts 

6 undertukcn by omy dcpanmcnt. or ngcnc,,· or tloc fcdcml 

7 Government, including oil contracts aut! otlot•r JlrOpcrty held 

8 in connection with >nch projects, and any unexpended 

9 ualrul(le ol lund• ollocnt('(l 10 such depunment or ugenCly 

10 lor sucb 1>ro~t•; and the J..uthority may rontinnc such 

11 proj('(:ls. In the CI'Nll ol nny tran.<ler pumuu>t to this 

12 pamgnl(lh. the t~nl•loyces of tbe ageuey, bureau, dh·i.Jon, 

13 or other unit so tnmslerred shall thcreti(>OD lH> subjCX'I to the 

u ClassifiN•tion Act of 19!!3, as amended. No employee ,hall 

16 acquire by any such tmn•fcr a p<lnnnneut or t•ivil.,..rvi!'c 

16 stntns, but within uincoy dnys niter ~ucb trnu•lcr tho 

17 Authority mny certily to the Civil Service Couuuii!Sion 

18 tho ruti1JC8 Ol SUCh tnmslcrred employees US it dc~irC'S lO 

13 rot.aio nnd •• arc required to be under the civil-<~ervicc laws 

20 by the provi•ion1 ol sc<1ion 4 (b) ol this Att. Upon such 

21 certification, M.id Commission shall provide lor the inelol>ion 

22 within the civil M'rvke of all sutb transferred aud cenifiecl 

23 cmploycu who paS> o nont-ompctith·e C1<Aminat ion given by 

u the OouuniS><ion. 
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) !lr.!'. ;,, (a) Th• prinrip:tl ollice of th~ .\utbority ll1all 

~ 1 .. in th~ t>i-u·i<·t uf f'ollllnhin, !xu it 11u1y '""'"bli-11 hnoneh 

3 .. m., .... ur "t-."'11\'if' .. in nu,\' • 'httt•, nud it llltl~· meet tmd ~:cerci~ 

4 1111y uf it< I>Owc•rs nt tm~· plac-e within the l'11itcd States. 

5 'l'h~ .\utlourity mny, b,r one or more of its ofli!M'Il! or COl· 

G plflyer• oo· by >ut'h ngruts Ol' ngcnc·ies "" it mny dc~ignate, 

7 r·omlul't he11ring• or negorintious at nny plncc. 

8 (h) Tloc ,\urlooriry $hull sue nml be sued in its own 

9 ou1nw. non! nil •nits ~hall be brought iu the :E't><lcntl courts 

10 C'.<I'C'Ilt \\loOI'I' the .\uthoril)' I'OtHnt< >IH'I'ifK1tJI)' to ft dif· 

ll ffn·ul funuu. .\uomry .. ftJlpoiuted h~· thl· .\urllorily nmy, 

12 111 doe di,...1it•n uf rhc .lmhority. appcnr for and represent 

13 1l1t .\u1huri1y in '"'Y ('ll~ in t'OOrt 

14 (•·) 'l'lw .\urloority ;hnll hn•·c nu oflieinl 8(!11 1, which 

15 •lut11 ht• ju~il'in lly notil'l'~. 

IG (d) 'l'loc .\ulll!loi ry shall he gnuotcd tho frco uso of t'ho 

J7 IIWil~ iu 11!0 ~III II(' Jl l;.\UIICr liS lhe t!XCtUii\"C tlt'()ilrtlllC11l8 0£ 

18 the C:on•ntmtnt. 

19 (~) Tlor .\udwrity, indndiug bot not limited to its 
20 fm11doi•r. ,,.1.;t•l ro-e . 

1 • nt~, !!ourp ttS. loons, income, wets, 
~I and 1'"'1"'"' of Alii' k'nd -1 .. " .._ 

• • 
1 

• • ""' "" esem1>t from all tuation 
~ uuw or lll'f\':lflrr iml-.1 b . Jl , . . 

• ) •c '-lilted States or by any 
·-~1 St I • n t't c .. »•uty, umui<·iraalih· or )(J(·oJ I . I . 

· ' • axuog aut oonty. 
Sf' t ' I' ( ) 1'J 
' • '· 

11 
u• .\mluwily IHny Junkc flnth expend .. 

2:i itun•l\ rur 1lw tl('t . • . · , 

llU"ill luu M•d runintcunuec of adcfrnntc 

11 

1 admini;trotil·e agtnt·ie<, offie.-~. •·chicle•, funoi>hings, rquip-

2 mcut, snpplil'l', nnd IK10k•, for alleodnn<-c ot mcetin~'l', for 

3 iustnu:tiou, for tro•·1•ling expeu.<es, and for ,ud1 othrr 

4 f~t,.ilitif>~t nwl iil:t'rviN>Q Jlil jt m!'y fmm timP tn timr finrl nN~-

5 Mry for the llropcr ndministnllioo of tllis ,\ct. Tloe An· 

6 thority sbo ll determine nnd prescribe the nuumcr in which 

7 its obligo1tious ami c•1•cnscs •looll be ioctUTcd, ullowcd, out! 

s J>"id, oud the manner in which accounts shall be nuditcd. 

9 Vouchers !lllprovcd hy the Authority for expcn~iturcs of 

10 its fund! ;hall be fin•l and cooclosn·e upon all offie.-rs of 

u the Oovtntrntlll; exe.-pt JlJat all firumci•l tmn,"llctions of the 

12 Atllhority ~holl bt cmmined b~· the Oenrml .\ c:-romuing 

13 Offioo nt suc·h times nnd in such llllUmer a~ the Comptrollc•r 

u Ocncml of tho United States mny by regulation prcserilw. 

15 Such cxnmiuntiou sloall be for the sole purpose of non king c\ 

16 f CilOI't to the Congress Oll(lto the Authority or expenditures 

17 in violution of law, together with such rcconuocudntions 

18 thereon u the Comptroller Oeneml deems ndvi.."llblc. 

19 (b) The provi•ions or s«tioo 3i09 or the llc••iscd 

20 Statutes ( U. S. C., title 41 , -· 5) sbnU apply to all con· 

21 tracts o! the Authority for sen·ices and to aU of its purclwtt 

22 of supplies cXOOJlL when the aggregate amouut iu•·oh·cd ;. 

23 leSl! thnu IS-~00. 

24 (c) The usc of lunds made oxoilablo lor the purposes of 

25 this Act shnll be subject to the provisions of section 2 of 
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J rille 3 ol lhe Tl'l'n.<ury and Poor Office ApJlropriation Art 

2 for rhe r. ..... l ~·rar 19:~ (4 7 St:~l. 1489), nod to lllAke 

3 ~aae·h I'"" i ... iuu ... t•ITN1in• r\·r~· t."Cmlnat·l or ngretmeut o( nny 

4 kintl I"'""""" lu rhi. .\c·l ;htLIJ t-ontniu n pro•·isioo idcnliCtll 

a to rho conr l'rt>r•1~c·d in S(>(:liou 3 ol ririe 3 of such Act. 

6 lirw. i . (n) 'J'bc .\ utlwrit.•· may engage in rcsonroh, 

7 ~-tudiet~, MI J'\'C,\'tt, ~xp~·rint~tttntion~ liJtd cxpcrimcrtltU const·ruc. 

S lion nr~tl "'"Y publi,h nnd di«rwinnlc infor111n1iou pertiunnt 

9 to lhr ··nrit>lb n•rwcl< or hott>ing. 

10 (h) In .J11nuar~ of each y•nr rhr .\nrboriry shnll make 

II rut nnunnl l'f•JM"Jrt lo ('ttlt~ .. o( ir.. UJll'n:Uionoc, im-ludin~ 

12 10811> ond l,'llllll< n•ade or ooutrncted lor. low-rrnt-l•ou<ing 

13 nml >luw .. ·lc••rnnr-c tlrojl'cts undertaken, nod the 8.SSill8 and 

H linLilirirs of rl•r .\urhoriry. Suc·h rcpon sluul include opcr-
J.J • 

llllllg !> ln lc•uwul ~ •• r ull IJI'Ojt•o(·js UIHlc.•r the j ltristtietion or or 

lG l't'l·c•il'ing rlu• n~,i,tunc·t• of the \uti 't . I I' 
. tony, tuc u< mg sum-

! i llllll'iro or '"" iutornt·· of O<:CUilfUJt< siz~ f I .,. I 
-· ~ ,oc., o ttuu IC$, ronta s, 

18 '""I orl•or rclorrd iulomuuion. 
19 Sr~·. ~. •rr.c .\urhoriry may lrom time to time make, 
20 ••urr~tl, •nd re-eind >nrh niles 1 • 

an< re~o'lrlauous os may b.. 
~I 

IIC'ff>..'>;ll) IO !'ftrr~ OUI lbt (>1'0\'i.ions of thi . \ 
~ .. Cl • . _ ..... 

'-""I~T\;\t 1: Tti 1 -.: 
A '.\L 1.0\\'-ll~::<T-IIOl'~l!\'(l •L'IO SLUM· 

C'I.V .. \It\Xt'£ l'llOJJ<;(1'8 

i'tx·. !t. (n) Tl,e .\urhorir•· . k 
2.; • ·' "'"·' 'll" ·c gmur~ nnd lorull! 

to J•UIJh('·lll.;Lb·in"' ngru~·i<'s t .• 
0 0

'"81 the development, ao-

13 

1 <lu~ition, or admiuL•tn!lioo ol low-rent-boosing projecrs by 

2 such ~~gencies. 

3 (b) Tbe grnnt for liD)' such project sbaU be peid in 

4 rhe fonn ol U3cd nnd unifonn annual contributions, over a 

5 fixed period not exceeding sixty years. The Aurhority shall 

6 embody 1 he provi~ions for such gmnt in a ~'Outmct of gnmt 

7 gunnwtecing &urh fixed and unilom• nunuul runtributiuns ... 
8 over such Kxed 11criod. Such onotutl contributions ilhAJI-be 

9 eontmctcd lor Jrr rhe amounts nnd for tho period n-ry, 
' 

10 u1 l11e derem1inotion ol rhe Authority, to IISSnre the low-rent 

11 eharnct~r of the hoc~>ing project ul\·oh·ed: Prot"idtd, Tbat we 

12 fixed oomriburion pny11blc llllnually llUder any sueh eoutroet 

13 of gmnt ; ball not ext-«>d • stml equnl to I t)('r eentwn plus 

14 we gou1g Fedcn1l role ol inlel'cst (at the time such courmct 

15 of grout i~ mndc) upon tho develotlment or ncctuisitiou oost 

16 of such ]Jrojcct. 

17 (e) All pnymenls ol nmJUal contriburious pursuant 

18 to this .ccrion ~hnll be mn<le out or any lund.• 11\'nilnble 10 

19 tbe Autboriry wh•u oucb payments nre due, escopt tbal 

20 its ..,11iml nnd ir• fmub obtained through the iSSllanee of 

21 oblig.trion• Jlllr>Unnt 10 section 20 (including l"''Jlll~•n~oll 

22 of rhe princiJIOll ol loans made out ol sucb capiral and funds) 

23 will! not be M'nilable for the payment of such annual 

24 oonrributions. 

, ... .. -' .,· 

'i /' { ..;,J. ,. ~ 
il 
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(tl) In ""~ ont• fL-<111 .n>.u tbe .\uthority shalt not 

:! rutt·r iuru 1;,,unu·r~ or gmnt w-birh pro,·ide for annual eon. 

3 1riluui""' ·~'l!T<'!:'''in!!' more 1l•m SIO.OOCJ.CJOO pl'r yenr e•· 

1 dtt·hr nf '"'~· nJIIIllnl <'Oulribution• t•nynblc under commru 

;, ,.r )(Tttut umdr h,r it iu prior 6><"1 rran<. The fnit h of 1 he 

G [' uit1·•l Htutl'< is •t~h •utul,l' plt..tged t<• I he pnytucnt of oil 

7 tntuuul t•tlHi ributifnl-l t·uulmC'Ird for pun.nnut to this Stl('tion, 

8 nml tlwn• i< l t~n·hy uuthorized tu be npproprinted in cnrh 

9 li .. t·nl .n•nr. Hut u£ 1111)' utOIU')" in rbr Tn•n"ury not othcrwic;e 

10 :ll'l~~''l•rlatrd. llw 1U1101mt-. IU.'rC't!<>.SUI)' to pnwidc for ~twh 

II IIO~Illtfft•. 

12 (I') Titr I•'IIJL• for nn.1· low-rrut·hott>iug t>roje~>t pur· 

13 .. tU\111 tu thi, -.(1(•1iHII ,Jullll~r iutrr<"-t nt such rnl~ not lts.'i 

H ll11tu lhr ~·•in~ Frth•rnl rntc nt tbr time tltA lotUI i~ mndc, 

15 br >et·urt•d in >Jif•h llllllfDrr, nut! be rcpnid wit hiu such 

16 Pt't'ittil, w•t flXf<'(• • liu~ :-i~tr ~'t'n t')o(, i1 1<t umy he dcvmcd f'dvis-

17 nl•lt• ' 'Y tho .lnthoril.l'. 'lltr tohll of sud1 tonus outstnnding 
18 

Cur '"' ' ""'' t•rnjo..t , ltnll '"'' exceed the denlupmcnt or 

19 llt~tul .. itiuu m .. t ~~r "O<·h JlrtJjetl. h~.., the lotnl amounts out· 

20 •l•udin~ nu '''""' nJOde L•· thi-1 ,.,n· . h I . " If! ... struor lo 1 e oans 
21 r 1 " til' .\mllllrill. :md -<<11rttl1"· ucl . • • ' • I I'I'OJt'CI. 

:-;IX'. IO. Tho .\oubority 1111~· m.okc loons 10 limited-
:!1 J•rulit hblbitw rW,·tuir . 1 • b 

. e e ' 0 fi»H l C dcl•tloprucut 0 1' acqui!i· 
2-t lhlJI ~·lluw~n•tn·hou:-infr . . . p . 

o III'OJI!t:IS. roculrd, 1'1tut not more 
25 lllflu ~2&,000,ll\XJ .ltnll be· I . 

so 01111~'<1 111 auy ouo Hscnl year. 

15 

1 Such IOIIIIS shAll bear intere>l 81 such rote not leu than 

2 tbt going Fedtl'lll mte Rl the time tbc loen is mndt, bo se-

3 cured iu web manner, ond be repaid within such period, 

4 not oxccetling $ixty yrors, as mny be deemed ad1·isable by 

5 tbc Authority, Tho tollll of such (()juiS outstoJI(liug for any 

6 such projoct 8hnll not exceed 85 per ceutulif of tbo dovclop-

7 IIICUt 01' UOIJUiSitiOII COSt CC SUCh tJI'OjCct, less tho tolnJ UJIIOlUlls 

8 oulslaodiug on lonns nu1dc by third pstrtics, sooior to tbo 

9 loons of the Authority, oud <etured by such project. 

10 

ll 

I)~)IOSSTR.\TIOS PROJECTS 

8 1:0. II. (a) TIJC Amhority may de,·elot• and admin· 

12 isler low-rent-hon,ing tmd .tmn~I.'IU'Iluce demon.ma1ion 

13 Jlrojoc18 iu ordrr lo demot~>rmtc lo loc81ities the beoc6ta to be 

14 deri1·cd therefrom. No such demonstration project shall 

15 be oo•nmcnccd in ony locnlily wiU1out the consent of either 

16 the locnl govcming body or a public housing ogeucy cover-

17 iug the loMiity. 

I8 (b) A~ 110011 n• pmctiooble U1c Autborily slmll sell its 

19 demon•lnuion pnljecls or dil'est itself of 1heir monagemcnt 

20 1hrough len. cs. 

21 (c) The Amhorily may sell a low-rcnt·hou>ing demoo-

22 stnuion 1,rojcct only to a public housing agency. Ally such 

23 l!lllc shall be for " rousidtll11tioo, in "'hnle,·cr fonn may be 

24 snti•factory to the Authority, eq011l at least to 11te MJOUDt 

25 which the Autltorily dc1cm1ines to be the fnir ' 'aluo of the 
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JlrojN·t for hoo-intr pui'JlOl"'!'. II'SS such allowance for depr&­

~ •·iarion ft' rbt .\nrhority si:WI fix. Sucb projcc:t sbaU lhen 

:1 IJffiJn~r tligi~lc for a grant and loans pursnant to section 9. 

4 .\ uy oMignrion of the purchase accepted by tho Authority 

~ liS I'·"' of rho <·omidenll ion for the Slll e of such project shall 

G r,o rlccmrd 11 l01111 pursuant to section 9. 

7 (d) 'l'bc AutiJOrity lllny lease rmy low-rnnt-housing 

8 <leruollltrar ion pro jeer iu whole or in part to a public housing 

9 ~l.''~''""Y or u ron;u,uers' housing s«iery : Providw.l, That 

10 rlw '"'""II rli&~hifit)· for 8 project leased 10 8 consumers' 

II boo-ing >OC1Ny •lw l llOI be limirerl to the members of such 

12 '41.-iN>. 'flit' Jtn•\ i .. inJl .. of ::o.ttriun :1:!1 O( tht' .\ cc of Juuc 
J3 :Jn IU'J·• ( l' ~ C' .., • 

' · - · ' · ·• ''"1'1'· \ill, tirlc -10, sec. 303 (b)) , 

II •hnll not "I'Ply to nuy .ucb lc Tl I 
. ase. rc essce of any such 

J;> pnlJ~''-'1 "'11 11 11 u .... uu w nud Jilt\' ·til 
. · ' management, oponllion, oml 

16 lliUIIIh •ll l\ 11 41£1 COS I~, I(Hrether wirb 
0 payments, ir nny, iu lieu 

17 of '""''· "'"I >ho ff I""" to the \ I . 
' . Ul IOI'IIy l'I.IC'h lliJIIUttl 8111118 

JS "' ll•r .l utlw•it,l' ·lull! dNc•m . • . 
. • uue flrc t'OU"I'-Iellf with Jllftin· 

19 l :l111111~ 1lw lm\-1\•uf ·I . 
< <•lrJ<1cr of 'lith projcN. 

(t) lu lilt· ndtuiui-tr:uiou f 
• " " 111' loll·-rent-honsing 21 l'"'j~"f1 J"'·utliu. , 1J«' ., 1 • 

I 
- "'-<'. the .\ uthorill· >hall lix the 

2".! n·Jilll ~ • • II r • 
I rliiiOilllfl't llf~1ln' I • 

23 "l•·nui.,11 1 
. · u l'"J all management, 

' nUt. UlliiU(t'II:IUt•e <'0:.-1 

24 if n,,, iu li 'II ( . . ~. togt>rher wilh I>Aymcnts, 
. , (' u tu~t:'~. plu~ such ndd' . 

25 .\ uthority lhnll 1 . 11101181 amounll! liS the 
( t'(l'I'IIIUI(' 8 1'(• , 

~ th 1 • . · eonsastcnt wit h . 1 • • 
o 011-<rnt cbnmctrr of su ·J . mcun runmg 

c I PI'OJCCt. 

1 

2 

t7 

OENEBAL 1'01\'100! 01' TrtB A IJT!lOllJTY 

8~. 12. (a) ID <'Onne<~ion \vitb tbt de\'tiOJlnlCIIt Or 

3 admin~tration of •n.1· low-rent-housing or slunwlcarauoo 

4 projCOI run.uont to tltis MCCtion, tbe Authority may acquire 

~ real or pcrsounl1>ropcrty or nny interest therein b.r rnrrchaEe, 

6 eminent donaain, gilt, dc,·iso, lease, or otherwise. Jn tho 

7 ncquisition of any lnnd or site the provisions of se<·tion 355 

8 of the Revi~ed Stntutes, ns mnended, shall not npply, but the 

9 Authority may ft\'oil itself of the services of tho Atromey 

10 General acting in acoord ";th his pow~rs under sueh s.-ction 

11 to procure iufonnalion relating to the srare of till~. The 

12 Atromey Oeneral shall, upon lhe apptication ol tho Au-

13 tbority, institute ceodt'lllJlation proceedings in iu name. 

14 The pntetieo And procedure go,·emiug such proceeding~ by 

l~ the United States shall he foUowed, and the Authorit.r ahnll 

16 likewise be entitled· to J>roceed iu accordance with tho IJro-

17 ' 'isions of on Act of Congress approved Fobntnry 2(1, 1!>81 

18 (46 Stnt. 1421) , and au Act of Congress approved Unrch 

19 I, 1929 (46 Stat. 14J5). The Authority may oot~r into 

20 ogreem~nts to reimburse auy State or political aubdivision 

21 thO!reOf, or any homing agency, for expenses in<urml in the 

22 acquisition, by coodelllll&tiou or otherwise, of property 14 

23 be con,·ryed to tbe Authority for the de,·elopment ol a low­

U ront-bousing or slum-cleanmce project. 

J. 1229~6---2 
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I (h) The .\111horit~· nu1y foreclose on ony JlfOJX'My or 

2 ro11111.,, .... any nr1iouro 11rottt'r or <>nforw auy right ronf<md 

3 "J"'n ir "·' au~· lnw. <1lnrrnrt. or other •gn-cuoertt. 1'1t~ 

4 .\ uthorir~· '""·' bid fnr oud ptrn·h:~sc •t uuy forcciO>urt• by any 

:; pArt,\' or 1U :m~· urhrr Stll<' or ollterwi5~(' tlC'ClUirP nny low-rent 

G hou,ing J•rojC"<·t "hir·h il prc1·ionsly owned or in connection 

7 wirl1 \\'l1il'l1 il """ """''' o l<•m or gnmt pursuunt to scot ion 9 

8 tor" lonn !"'"'"""' to section 10. 

D (t) Tlw llt•JIIi<irion by the Aurhority of un.v real prop­

tO er1.1 I~'""""' Ill rlti• .\ r·r .111111 nor deJ>ri,·c 8Jl." Sr111c or J>Oiiri-

11 ral -.ubdh·i .. iun thertOf of ib th·il and crintirutl juri,.di(·lion 

12 iu •••I "'er -urtr l""l"'r1." or imp;~ir tire l'i1•il rigl1ts under 

13 rite Stale or locsl law ol rhc inhabitants on sueb propcny; 
14 and. in-nl•r R< uny >nth jurisdi1·1ion rnny ltu1·c been lllken 
15 awn~· or nuy "u<·h rights impairt'(l by reu~ou or the ncqujf!ition 

JG ol nuy 1"''1'1'11,\' ITllll,ferl'l~l lo lire .\urhoriry J!UI'l<Utull IO 
17 <C'<1iOOI 4 (.J) 1 1 ' ' J' ' 

• ' ' "' 
1 l""'" 1011"" nutl su1'11 right~ ore lwl'eby 

18 lnll,1· n''loro1l. 

19 
(d) '1'11~ .\urborit1· """' t · · . en er JUIQ agreements to lin)' 

2() OUIIUftl 'UIIb in lieu Of l 
•xes to liD)' Srate or 110litical sub-

21 dhi>ion rhrrro( ,..irlt ,.... 
I~ to an~· real prol>eMy owned by 22 drr .\rul10rirl'. The anl<lQn . 

23 . t so Jl'l•d lor an~· ."l'llr upon any 
"'"'" l'l'll)l('r1\' >111111 nor eX<-trd t1 

• IC laxe; that would be p;~id 
2t ro rbr Sr:~h• or <J rl~lil·ision liS th 
23 ' e fliSC tlllly be upon such 

JII'Oiltrty if ir were not cxcwJ•t !rolll ruxorio II ' b 
u rcrc ,v. 

19 

1 (e) Tbe Aurbority may procure insui'IUMle against any 

2 1001 in ronn~-etion wirh its I"OJ>erty and other asseiS (includ- / ~ ) 

3 iog mongo~), in . uclr •rnoo11r•, &Jid from such iusuren, 

4 liS it dooms desirable. 

(I) The Authority may detlicate la11d for 1111rks, pl•y· 

6 ground•, und other rccrentional !ucilities; for sewell!, for the / 

7 opening Or wide!niug of Streets; fcJr inritleutuJ irU(lnJ\'NUCI1tS, 

8 or lor rury other public purJlosc, and mny grnnt licenses 

9 und eiiSements Ull011 such i<lmlS as ir declll.'l rcosouohle. 

10 (g) The .\ulhoriry nray .ell or cxeltnugc nt public or 

11 privale sale, or lease, any real property ( exce111 low-rent-

12 bou9ug projects, rite disposition of which is governed el1e-

13 where in thi• Act) or personal property, aod t;eU or 

14 exchange any securities or obligations the retention of which 

15 is oot desirable in perfonning its functions m1der this AN, 

16 u110u such tcm1s as it rnny fix. To fncilitntc the sole or 

17 su~b securities or obligntions nny other securities or oblign· 

18 tions rctllincd by rhe Authority may be suhordinnlcd to 

19 those !!Old. 

20 Sro. 13. Subjwt to the specific limiralions or ltAlldards 

21 in this Act go•eming rbe tenus of sales, ret~tals, leases, 

'b • """'lllCDII WO 22 loans, gnuua, annual oontn ut•ons, or •e-· -- ' 

· d ·1 0~ .. "' or detirable 23 Aurboriry may, whenever 1t eems ' ·-• 

U in tJ1e fulflllmcnt of tbe pui'J>OSCS of this Ael, oonsent to tho 

25 modiJletJtion, with resl>ect l.o rate of interest, timo or pay· 
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mrru ol •n~· in-rnllmrm ol principal or interelll, securiry, 

:! ll ll tOIUII of tlllllllll) t'Oillrihulion, or ftll)" OlbCr l~nn, of auy 

3 rournu1 .. r ·~'IW'""" of All.'' kind to wbiclJ tbe Authoriry 

4 ;, • J~l1) Hr "loidr l••s IK'tn tnmslerred to its Jlnmrant to 

a rJoi, ,111 . . In'· nrlr ol l;rw '"Ontnrry to this pro,•i•ion •hill] be 

6 <h-erurd iru111JIIir111Jie. 

7 STAN"OAROS 

8 He.r·. 14. In nrnking nny loan or contmot ol grnnt lor 

~ the tlrvrlnp•urul or ncirui,ition ol n project punmant to se<>­

JO riuu ll. "' nn~· l .. m lnr the de,-clopmeut or acqtW!ition ol a 

II J!n>j«·r pun;unm ro •err ion I 0. nnd iu undertaking any 

12 dru••n•rnuiou pmjre~ 11umwu ro Sf<lion II , tho Authority 

13 •boll Ill' guided by thtse I'ODBidenuions: 

(I) ln rhr 111-e ul • low·l'l'lll·bousing project, tlrat thero 

15 rxi•l• iu rl•r hx·nlity or met ropolitau nren eonoon~cd n short.-

16 uge• t•f tlt•t'fllll. :-on((•, uud !<lfluitary dwcUiugs willtht lltc finnn-

17 <'illl ~'~''"'1 ' of fnruilie~ or low incon•c which is nol being 

18 r('ut<•• li l•d •ttiNJIItHely hy pri ,.IHC enterprise; 

(~) In rhe <'n<e nln •luur-elrantJr~ . I -. JlfOJl"CI, or a ow-
20 f(\111-l .. ltl,i!Jtf f'FUJ. l'C'l . J . I . 

,.. w "" 1 meludr- >hun den~ rhat rho 21 
di'l""-..'"'1 inbnhilftlll• will Ill' 1,~ .·,.~ I b 

•v\ll"' or y I be develop-
22- 11~111 Hf 'Unit·it-ul low- . L- _ · . 

rtnr '"""'"!{;. wnlun their financial 
23 ll'llc·l•. ~irbrr "'"'" rho >ire to I ·I . 

• >e " carrd or m 80mo orher 
2t •Unfthlr 1.- "lir~ ' unlr,. lhe el 
o· i'Untn<~ ol the orca will n~ 
- • "'"~'' ir <lifiM·nh fur llu• i1 J 1 · 

JIll JH<Hits tb"r" r I . 26 1 • '" o.;(_l 0 SU<:IIrtJ (.•CjtJIV&-.! 
cur dwclhn~, ..J,ellho,·l' nt no I' ·J 

ug •cr cost lo them· 
• 

19 

21 

1 (S) Tbat rhe project oon!onns ro a general program 

2 fonnulatrd by rbe A.urbority to distribute the benefits of 

3 this Aet as widely as practicable throughout tbc United 

!l States, oonsisten~ wirb tbe needs of the SC\ 'CJ'&J States and 

~ tbcir political subdn•isions; 

6 (4) That the fom1 of assistance to tl•c project is an 

7 appropriate mcnns ol comying olll the purposes of this Act 

8 in the porlicular cru;c, lltld thot tbe nmouul or flnuncial 

9 assistance to be oiYordrd sucb project by the Authority 

10 will not be in excess of the amount ne<:essary lor such 

11 ~· 
12 ( 0) Tbat the site on which tbe pro~ i.s or 811811 be 

13 developed bas been seloctOO prilllarily lor il$ presenr nnd 

u <"Onrinuod suitability lor its intended use; tbat it! locarion uoJ 

.15 8Jld planning nro consistent witb a logical devcluJlment of 

16 land uses in tl1c locality or rnetropoliln.o urea concen~cd; nnd 

17 tba~ it hns been or will be pnrcbased lor n rclll!onnblo price; 

18 (G) 'l'bo ossislnncc, if any (in the lonu ol parlialllnauo-

19 iog, 111u1ual gnrnts, land in whole or iu port, Jlltr1inl or con'" 

20 plete remiMion of utxes), gi,·en ro the pro~ by the Srare or 

21 political subdh·ision in which it is Iocarrd; 

22 (7) TI~al the ad,•ioo luiS been S<Migbt, where l\'a!lable, 

23 of such planning oommission or board (crearrd under charter, 

.2i .Wute, or ordinance) as may exist in tbe locality of tho 

.20 projeoe.. 
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I IX". 15. In oNier to insure tbnt tbt: low-rent doarncrer 

2 or bou;ing lli'O~· "ill "" prt'Served. and thus to prole<1 

3 prholr indu•tr)' from the eompetition that would exisr either 

4 il '""I' 11rojN·h WN'I' made a,·ailable to ltunilie8 able ro 

;; ntlord dm ul, l':lfc•. nud >.111it"''Y dwellings without pilL lit· 

(; ....... j .. wuN•. or ir suth Jlnljet1s \\'CrC'- wilhdrnwn from the 

7 finontinl )'('ll<'h .. r fnouili rs or low inrontr, it is locl'(!by pro­

s ,·idt~l tlutt-

0 {I) \\'l,ru n ''""' i- tmde pursuant 10 ~cction 9 or 

10 ><''timo Ill. thr .\nthorit~· •lutll retoiu lhr right, in rhe e1·en1 

II uln •ul,.toonti:ol hl'l'tlrh ur the oo1·en:uu (which ~hall be cm-

1:! hotlird in 1l1r IHrim llpt'<'nt<'nl) t•_, ntftintain the low·rtn1 

13 dtonti'I!'T or thr IKIII>ing project in,·oh·ed or iu don CI'CDi 

14 of the OC'<)lli•iliou of •llcll project b.1· 8 third party in any 

15 '""'""'r itwluding " bona-fide foreclosure tmdcr n mortgo~ 

JG "" t>llwr li<'ll lwld b,l' II third purt,,·, to inerco•e rho interest 

17 I'"Ynhlt• tht•l't'llhrr "" thr hnlllnrc of •oid loon thcu held 

18 •·~· til!• .\llthol'it.l' tu II mtc• not iu .XCI'<• of the going Jo'cdentl 

l9 nlh' {nt thr tinot ul surh b!1'nch) plu 2 ' ' IK'r t'<'ntum per 
20 

lllllllllll ur ttl d•~·bn' the unpoid l'riDcil>al Oil Mid lo•10 due 
21 lunhwith. 

(~) \\'hru a <'01111'11<1 of ,...01 • d 
• ~·u IS tna e pun.tUllll 10 ~ 

23 111111 O, tht• .\mhorir1· ·hall 1 · h . 
· re am 1 e nght, in tho event 

2~ ul ft '""·tllminl brrneh or the . . 
20 

COl cuant ( wbtcb shall be 
t~lnhodit\d in !IUC'IIt oo t • f 

" n~<t 11 grant) to mnintuin tho low-

23 

1 rent character of the housing project involl'ed, to reduce 

2 or terminate the annual rootribu.tions payable under su~h 

3 contract of grant. In the event of the acquisition of such 

4 project by a third party in any ruauner including a bona-

5 fide lorcclosnro under a. mongage or other lien held by a 

6 third pony, such nnnual contributions shall tonninntc. 

7 ( 3) When a lcaS<J of a low-rent-housing project is mudo 

8 JIUrtnnnt lo section II , the Authority slmll retain tloo right 

9 to tcnninoto such lease in the Cl'ent of a substaotit\J. breach 

1o of the oo•·cnnnt {which shall be 'embodied in such lease) to 

u maintain the low-rom dU1rac1er of such housing rrojecc. 

12 (4) The Authority may also insert in any contract or 

13 loau or grnm, lcose, mongage, or any oll.er agreement or 

14. iuslnuncnt made Jlu .. uaot to tllis L\ct, such other ooveMnl8, 

15 conditions, or provisiottS as it may deem n00Cl!ll8ry iu order 

16 tc insure tho low-rent character of tho housing project 

17 involved. 

18 

19 

SEC. 1 u. ln order to protect labor slnmlnn~ 

( 1) 'fh& pro••isious or tbe Aet of August 30, 1985, 

20 entitled "An Att to amend the Act appro1·cd March 3, 1931 , 

21 rclaring to the nne of wages lor laboro-s and mecbania~ 

22 employed by contractors and suboonll"'lctors on publio build· 

23 iug~" (49 Stat. 1011) , and of the Acs or August 24, 1985, 

2i cntillcd "An Act requiring contracts for the ooustruction, 

25 alteration, and repair or any public building or public work 
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1 of the r nitNI ~nit• to llt' aceompanicd by a pcrfonnanct 

2 bond 1•ro1et1ing the rnittd States and b~· an additional bond 

3 for the prott'<1iou of (II'N>DS fumi>hing mnterial IUid labor 

~ for tbr '""''""'lion. •henuion. and l't'pair for the 1111id lltlblie 

.; lutil,li"J..""' nn•t puhlif· work-:'* (I" . . . n., Rnpr., 1934 edition, 

lJ 1i1h• 4!1, >et', 2ill (•l ) 10 (d). iuelu~i,-c), shnll up111y lo 

7 <'mllnH·Is iu t'OIIIlr(·Jion with the development or administrn­

d ti1111 Hf lf)\\'-r(11ll -hon"iug or ~hmN.~Ienmncc projt.-ehJ owned 

!I h,v llw .1111l1urity ""'' 1hr fnmi<hiug of DlJJteriols oud lnbor 

10 for .. ud1 r•rujc>t·t .. : Pn~rid,tl, Th:n ~uir' slulU be brought iu 

Jl 1hr "'""r uf 1lu• .l 111hnri1y nud 1hn1 1hc Autbority shall 

I~ it·t·lll~trfunu llw ohnio~ pi'NC·rilll'd hy """lion 3 (o) of the 

13 .\11 uf .\n~n·t :111. t!t:l:>, nud ><"<1iou :; of the ,\ ct of L\ugust 

14 ~4. lll:J;,, 

(~) .I n~· Mnlroc·1 for n lonn. !,rnllll, sale, or lease pur-
IG 

"'""' 10 !lois .lo-t , hull t·omuin :1 pro,·isiou rcf1u.iriug that 
li 

I Ill' \\'UJtt'" J•n•\'niling- iu 1l1e lu(•nlity, liS dclcruajucd Or OdOJ)tCd 

IK (:-ul ,~~'• llll' lll r .. tl tlt•rc·r·Juiuariou under nppliertb1c Suuc or 

1!1 
1"'"1 1"" l h) 11'" .l ull,.•rily. >l.tll be Jklid to aU laborers 

:Ill 1 I 

:!1 
niU IIW"\' 11lllil' l'IIIJ•Iuy('t( iu the de\•tlopUit:Ut Or Admia.i&--

lnUittu ,.r th(-' ltlW-n·tu-lu:ru.~ing or shuP..n.l . 
n ean\uoo Jl<O jecl !!:! • I 

""" '"1: •mltho .\ 01horit1' 'Ill'' - · -'~ . , o "')IUI'I! ct'•wJC&tiOD U W 
!!.t I' 

4'\•UlJ• I:LUt't' "·ill, the llto,·isioo"' of t}. 
• ' u., paragraJlb prior to 

2! nl:ll mg lluy JillYUtNll llncler such cootruct. 

25 

1 (8) The Act entitltd "An Act limiting the boon of 

2 dail~' services of labo"'rs and mechanics t'mployed upon work 

3 done for tbe United States, or for any Territory, or for the 

t District of Columbia, and for other p~·. u amended 

5 (37 tltat. 1»7) , shall apply to controets of the Authorhy 

6 for work in connection with the del'elopmeot and ndminis-

7 tratioo of low-rcu!rhousing or slum-elearnoco domonsLrotion 

8 prejoots. 

9 ( 4) The benefits of I he Act entitled "An Aot ID pro-

10 \'ide compensation fer employees of the United States sul-

11 fering injuries while in the perfonn8Jice of their duties, and 

12 for other P"'l~" (39 Stat, 742), shall extend to offioe.rt 

13 and employees of the Aulbority. 

( 5) Tho J><Ovisious of sections 1 and 2 of the Act of 

15 June 13, 1934 (U.S. 0., title 40, see. 276 (b) IUld (c)), 

16 shall npply to any low-rent-housing or shom,cleamnoo proj-

17 oct finllllt'\ld in whole or in part with funds made ovniloblo 

18 pursmwt to this Act. 

19 (6) Any contractor cngagtd on llllY proje<:t fiwontOO 

20 iu whole or in l'"rt wilh fund.i made available pursuAnt to 

21 this Act •h•U l't')IOrt montltly, and shall cause all tnoboon-

22 tnwtors 10 te))()r\ in Uke manner (within five days alter lhe 

23 close of e.oob calendar month, on fomlS w ~ furnisbtd by 

24 tl•e United SUites Department of Labor) , u to tho oumw 

.i6 of JIC!n!OOI on tbcir respective pay rolh, tOO aggregate 
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1 amount ol .uch pol)' rolls, the total man-hours worked, and 

2 itemized exJN'ndirum lor materials. Any such contractor 

3 >hall lunoi·h to the ]),penmen! ol I.ebor the names and 

4 addre--<·s ol All sulx-ontrnctors on the work at tho earliest 

5 dn:c Jlmrl ic:tblc. 

Pt~,\NOIAL PROVTSIO~S 

7 l;uo. 17. 'J'Ioe .\uthoriiy $loOIJ Joo,·e 1\ OO pitnl StoCk of 

8 SI,OOO,OiMl, whil'io ' lonll be subscribed by tloc United Srnt~; 

9 and Jlnid b_,. the Secretory ol the Treasury out ol o111y d\'ftil· 

10 abl• luntl-. lte.Jtipr lor >11cb Jlft)1llrtol •hall bo issued to the 

11 Seo·l'l'tan· ul tloc Tl'l'li'Un• b,- the .\utboril\·. and &ball e,.;. . . . . 
12 oleoot"t ,,,. •lOCk """IICI'>loip or the r uitcd Htateoo ol L\ me ria~. 

13 l'r:..·. 1 ~. 'not~·• i, hereby autboriud to be appropriated, 

H "'" or "".1' 111011C,I" in the Treasury 1101 otherwise oppro-
1:i . d 1 JITUIIC • I IC >IIIli or S.j 1,000,000 lor tloe fo s<-nl ycnr ending 
16 J une :lo, lfl:ls, ol which 81 ,01)0,000 slotoll be nvuilnblc to 
17 I'"~· r i o~ '""•cription io the CllJlitnl stock ol the Authority. 
18 

Such ' 11111• 111111 Rli l'l'<"~ipts nnd nSSet$ of the .\ utloority, shall 
1
9 be 10111ilooh1r for 11 .. llU'J~S of tloi \ t ti"l ded ~ 4 c un exptu . 

!-lEt". 10. (n) \ m· luoo'· . "J bl I · . "" """ • e under nny Act o 
21 ( 

'vugrc.- lor atl,.,.tion for low·h'nt h~". I cl 
v•u .. lliiJg or 11.. wn etr-

22 Dll<'f lUI)", in tit• di><·ll'rioo ol the !'resident, be allocated 

23 to the .l urloonrl' r,., the 1"'"~-.. r h" 
• -~~~ 0 I IS ,\ct. 

(b) .\ooy unnllocetcd funds now iu the honda ol the 

25 llt'<l~rnl Ern~rgeney Adrninistrntion 
of Public Works, or 

1 hereafter l'e(lei\·ed by it, which are deri¥ed from the sale of 

2 securities acquil'l'd JJUrsuant to Title 2 of the N a tiona! 

3 Industrial Reoovery Act or the Emergency Relief Appro­

~ priutiou Act ol 1!)3:.;, may, iu the discretion ol the l'nosidenl , 

5 be allocated to the .\uthority lor tho purposc11 ol this Act. 

6 St·:O. 20. ( n) 'fho Authority is authorized to i•suo obli-

7 gntion~, in the form of note~, bouds, or ot hcrwise, whiclo 

8 it u1ny srll to obtnin funds lor tl1e purposes ol tloi.:! Act. 

9 Tbc Autbority "'"Y i.sue such obligations in ton aonount 

10 not to e.'ceed $200,000.000 on or after July I, J93i, 411 

11 additional amount not to ext-eed ..,250,000,000 ou or alter 

12 J uly 1, Ul3A, nn additional amount not to exceed $~50,· 

13 000,000 on or after July I , Ul39, and an add.itional amount 

l4 not to ex"oocd 8300,000,000 ou or after July I, 1940. 

15 Such obli{,'lllions shall he in such lonns nnd deuomina.-

16 tiona, tooollu·c within such periods not exceeding @ixty ycal'tl 

17 frotu dntc of is.~uc, heu such rates ol interest not cxt'CCdiog 

18 4 per centum per 11nnum, be subject to suclo teno,. aod 

l9 conditions, nnd be i'<Sued in >nell manner and sold at suclo 

20 JlrietS 03 may be prest'ribed by the Authority, with the 

21 2pproval or the Socrct•ry o( the TrealilU')"o 

22 (b) Such obligatio03 shall be exempt, botl1 u lA) 

23 principal and interest, from all taxation (except i nnAXet, 

24. ealate, inbcritruooo, and gilt taxes) now or hereafter impoill!d 

.... .. 
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1 by !lor ttnirt<l Smt.,. or by any State. county. munidpeli&y, 

2 or looli ruing ourhorit~·-

3 (r) Sudo olJiigorioos .hAll be fully ftlld unconditionally 

4 gnllnonrrro upon rhrir ft~re by the U nired Stntes 88 to the 

;; 1'·'.' ""'"' uf l.,rh imcrr,: nnd prillcipol, nnd in the C\'Cnt 111111 

U ohr Aulhoriry ~luoll be unable to rn.1ke any such payment 

7 npuu do•uuuod wlocu dui• p•l.l'u!Cul $hall b~ mnde to the holder 

8 loy rhr ~c·cwrnry of rhe 'J'rensury wirb money hereby author· 

9 i~•·•l ru 1,.. nppmpruucd for >UCh purpo•c out of any money 

IU iu 1l1c 'IY\•n·u~· 1101 orherwi.c ;llll'roprultPd. 'fo tbe cxttul 

II uf •ut·h 1.,~1uorn tloc ~noiRJ')' of tbe Treasury •hall sueeet'd 

I~ lo olllht• ri~lu, of tl,. holder. 

13 

H 11111~ 1,.. a<Wplt•d •• -.e<1triry for all ~ducbry. rrust, and publk· 

15 fuud, ll1c iu•·c>rmenl or dcpo>il of which s)Jnll be under the 

10 uul11oriLy M rouii'OI of tloe I' nilcd Stall'$ or uuy oflioor or 
17 ngl'll''." thel'('or. 'nC' fW('retary of the 'l,rcnsttry is likewise 

18 ntllhorilt'd lo t•ttrc·hu•c• ony such ohligution•, und for ruoh 

19 Jllorclut>c• lw ""'~· n"' "' n puhlit-deht lrnnsnction rbe pnr 
:!() ,.,.._,), frolll rht 'llle of •n,- -eeun'r· I f . -• d 

• J(':or. u~rra ttr l!lSUt.,. un . er 
21 rl11· i:!t<'lllld l.il"'"'' flo td \ • • 1 • <1, '" onH"ndcd, and rloe pu~ 
?.! I ur "hida "'('(11rili<'~ U\ft\" be . ft..a , 

- '--''""" under such Act, a.s 
23 auorndro, nrc r>rrndro I incl 0 · udr any such purchUtll. The 
2~ i'rtrcrftry of rite •rnon.u , , . 

I') ""'~ at any UJuc sell any of tho 
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1 obligatioM acquired by him pursunnt to this section, aud all 

2 redemption!, purc.-!ta-, and salts by him of such obligariorl! 

3 •ball bt lrt<lted u publit'-dcbt tmnsattioos of tit~ I! nitcd 

~ Statet. 

5 (e) Soch obligntioos mny be marketed for tho Author• 

6 ity 111 its rc<aucst by the Seerctnry of the Troosury, utilizing 

7 all the fncilitics of rhc 1'retl.'lury Depnrtn1ent now authorized 

8 by law for the mnrketing of obligntions of the United Smtcs. 

9 SEO. 21. (11) Auy money of the Authority uot otbel" 

10 wise ~mployed may be deposited, subject to cheek, witll the 

11 Treasurer of the l' nircd Srntes or in any Federal Reserve 

12 bank, or may be ;.,·~ted in obligations of the U uircd Statts 

13 or w;ed in tbc JKirtb&i!t' or retirement or redemJllion of any 

14 obligations issued by the Authority. 

(b) 'rbe F~~lcml Jtescrvo hruW. urc authorized end 

16 directed to oct 11$ depositories, custodions, nnd fiscal ngcnlll 

17 for tho Authority in tho genornl c~ercise of its powCI'8, and 

19 the Authority mny reimbon.e any suob bank for it$ services 

19 in suc.b manner 8J! 11111y be agreed upon. 

20 ( o) Tloe Authority may be employed as a fiwwcial 

21 agent of the Oo,•emmcnt. When designated by tltc 5ecre141)• 

22 of the Trea8Ury, and subject to iUcb rcgnlatious u be may 

23 prescribe, tho Aulbority shall be a depository of public 

u money, except I"OOI'ipt:l from customs. 
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1 PE~ALTTF.S 

SPA'. 22 . • \llj!rnrntllll'lllll >l•tntes relating to the lai"Ct'ny, 

3 NHbrulrtnrnt, or oom·rr>ion or to the improper lmndlinJt, 

4 n-trutiun. u-r, or tli>IIINII of 1•ubli1· moneys or rro1>erty of 

:; the lluit"<l ~ot•• ·h~ll UJ'JIIy to the tnt'ne,\·! and property 

6 of the ,\uthOril,l' nnd IO ntone,I'S llnd properties Of the \ ' nitl'<f 

7 Rtnlt•s cn!nt<led to the Authority . 

8 1'1~>!'. 2:1. Any 1><•rson who, with intent to dclmud tltr 

9 anthority '" to derei1·e any dirc<:10r, ofli<'l'r, or employer 

10 tltet't'llf or All)' oAierr or employee of the l'nitrd Stntl'll, nlJtktll 

II Oil) 1•1,... rill!)' in any hook of the .\uthority or nlftkes any 

12 fal~ n'llon or 'hllenlt'm to or for the Authority sl1>1ll, upon 

13 ron1iMion thereof. 1., fined not more tbtut 1.000 or in1· 

14 1•ri;,onrd for not more than one )'Ctlr. or oot h. 
Hi 

lG tiou. rthnte, ur ~W1lr•l , or shall enter iuto ~wy cou~1)inH~.Y, 
17 

t'Ollufliou, or n~"l'Cfntent , C'XJlrcss nr ituplied, witlt intcut to 
18 

dclnuul the Authority or with iutcnt unlawfully to t l~fcnt 
10 it< 1""1'"'"'• slutll, upon eon,·iction thereof, oo fined no~ more 

20 tllllu t,CMMl or irnpri•oned lor not more than one year, or 
21 both. 

·)·. ... \ 
•• ;. - ll)' llCI'><ln who induet'lj or inftuenees tho 

23 .\uthurifl· to 1-.trl'lta . 
· "" or aeqrure '"'Y !Jroll<rty or to cnte.r 2.J • 

mto ""·' t.lnlnwt nnd willftdl" fails to d' I . I 
25 _, •se OS<I any to teres , 

lr~~·l or l'iJnitnblr wltirh 1 l · 
' '

0 1118 lfl such property or in tho 

81 

1 property to which &nch oontrarl relates, or llliY spceiol l>enb-

2 lit "'hich he CXI"""" to re<'t'i,·c as a result of such ooutraet, 

3 ~bull, "I"'" t'Otll'i~tion thrrrof, be lined not lll()re titan 81,000 

• or imprisoued for not morn thou one yen.r, or both. 

5 ~He. 26. So iudh·idunl, nssocmtion, J:.Jlr1 nership, or cor-

6 porntion ~hnll ul«l tho wor!ls "United Stutes Housing Author­

'1 ity", or nny combi111llion of these fou.r words, ns th() nnmC', 

8 or part thereof, under which he or it shall do business. Any 

9 such use shall conslitnlc n misdemeanor nnd shall be pun· 

10 ishoblc by o fine 1101 exceeding $1,000. 

11 S•:c. !!i. :-iotwith.<tanding any other e.·idenre~ of the 

12 intcntio11 of Congres.<, it is hereby declared to oo the eon· 

13 trolling intent of Congress that any pro1·i.ion of this .\ct, 

14 or the appliCiltion thereof to any person or circumstru•te•, is 

15 held invnlid, the rcmninder of this Act, or the 11 pplirnt ion of 

16 such pro"isiou to pen;ons or circumstances ot her \lum tltoso 

17 as to which ibis held io,·olid, •hall not be nfTcctcd tbcroh)'· 

18 Sf:O. 28. 'l'his Act may he cited as tbc United Sttlles 

19 Housing Act of 1937. 
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CCONFIOEifTIAL 

UTB CONGRESS} 
lftS ... OH 

.dTTEE PlllNTl 

s. 
A BILL 

To pro,•ide finl1ndol &$Sistance to the St4ltet: 
nnd politict' l subdivisions tbc.reof for t.he 
r•limination of unsa.fe and insa.nitr~ry houe· 
ing l'Ondit.ions, for the provision or dece-nt , 
~·de, and sanibry dwellings for families ot 
low income. UJ1d for the reduction of unem­
ployment and tlle "'imulation of bus-inC'tiS 
acth·ity. to create a Cnited States Bon10in,~: 
Authoril)'. and for other purposes. 

f'oa\.•AST ~ 1037 

lttllll tWit't • nd rtferml to the Quuunlnf'e on 
t-::duC'.atlon and La.bor 

Regraded Uclassified



12 lebruar.r. 1937 
~ P• a, 

ccwrr atusn OPDfriOBs 11 noOD •nt 

'rbe operaUona of tbe Cout Ou&r4 ill fioocl rellet work 

are liOW praet1eall7 eont1ned t o tbe 111 .. 1aa1ppl RlYer tro­

lleaphla to the aoutla'ard, the tore• nuaberliiC approxtaatel7 

22 ••-«<>ln« Ulllta, 30 boata, alld tlTe pla11u, tbe plane• at 

pre .. nt baal11g at Baton Rauca, Loulal&llao 

O.nef!l Water LeTel Colldltlont. 

AJ115 

BiTer reeedln« at lleaplila and c reat la """ at Helena. 

Arkaneaa - 60.2•. Sl1cht ria• at flckaburc and lew Orlea11a. 
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HUJr: 

D. W. 
Bell : 

WIJr : 

B: 

ffio!Jr: 

B: 

HMJr: 

B: 

HMJ r : 

B: 

HMJr: 

B: 

IUIJr: 

B: 

H!.!Jr: 

B: 

BMJr: 

B: 

l!l.IJ r : 

B: 

BliJr: 

Friday 
February 12, 1937 
4:12 p. m. 

Dan, the President has conceived t he idea that he 
may want to appoint an honorary Board of Visitors 
for the various Federal institutions, the way he 

·18 

did i n New York State. For instance, for every 
Marine HosplLal, every prison, ev&~f prieon f arm -
every institution that mi ght have a Board of Visitors. 
He ' d like you to prepare a l i st for him, see? 

Yes 

Do you get the idea? 

Well, you mean every medical institution? 

No, any kind of institute - any prison. 

Prison, hospital -

What else have we got? 

Narcotic Farms - homes 

Narcotic Farms 

soldi ers ' homes 

Soldiers' homes - and soldiers ' hospitals 

And some veterans ' homes 

Some veterans' homes 

Yes 

See? 

Yes, I see. Be wants the list of all of them, huh? 

Yes 

Nothing to be done about it? 

Well , the list - sent over to him . 

Just a list so that he can decide? 

Yes 

All right, all r ight . 

Thank you. 
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February 12th 

Thursday, yesterday, at 6:30 Bewley called on me at 
the house . Be said he was all set to sail Saturdav but could 
~ not give him some idea of what we wanted. I said, no it was 
thei r problem and we would be glad to receive any suggestions 
from them. I again told him that it was distinctly worth his 
while to make the trip with the possibility t hat his government 
m.ight have some suggest.ion. 

I told the Yresident about th1s and that Bewley was 
sa.iling on Saturday and that he would come back again to the 
United States. 
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Secret~ry of State 

'."lashing ton. 

18 

GRAY 

Paris 

Dated February 121 1937 

Rec 'd 3:35 p , m, 

1971 February 121 4 p . m. (S~CTION ONE) 

FOR TR-r;;ASURY. 

The trend was definitely against the franc in the 

exchange market today and the exchange fund was called 

upon to pay out a substantial runount of sterling which 

it fir~t offered at 105 and gr adually up to 105. 1 2 the 

present rate . The dollar is steady at around 21,48 and 

other currencies ere firm at higher rates than yesterday, 

The forward rate also moved against the franc the 

dollar being quoted at about 22 cent imes for one month 
• 

and 59 centimes for three months . The one month rate 

for the pound is 1 franc and 2, 70 francs for three months , 

The security market showed weakness and irregularity 

and rentes declined from 30 to 45 centimes , 

·nth reference to rumor that a change is imminent 

in the Bank of France, the financial press of this morning 

publishes a denial by the Havas Agency which reads as 

follows : 
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RB -2-.:'197 , February 12, 4 p . m. from 
Paris ( S"P.CTION" 017. ) 

f ollows : 

" \ut horized circles declare that ruJnors that 

~onaieur Labeyrie will leave his pos t of Governor of 

the 33nk of ! ranee have no founda t ion. " 

("':" -., ~.,.CTIOlJ 0!"": ) , 

BULL ITT 

KLP 
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110110.1 no AID ,...... •• . lt? ot robnaary 13, 
lilY, tn. ~· A8arlau .. •••r, P&rh. 

Rol~lo laf-Uoa llu oo.o t o u e t lld wbUe ao 

clMhlaa lt.ae :r-t "- tatoa, a olluca i n na diraoUoa 

20 

of tllo Baalt h 11Mar oo .. ldaraUoa. U h eaid tllat Bl­

all4 .t.UJ'io1 ua uv-lr di .. aUifiad rl~ the raa~&lh 

obtaiaed by Lab«rr'e, aad are -.oo.iaa aarioualJ dieturbod 

&bout ooafueloa IUI4 laok of t- wort betweaa Labayre &Jid 

t he Tra&IUI'J la the llan4Uaa of exoii&Ap aad tba fillaAo1a1 

aUuaUoa . Labayre for 1aetuoa .,. ue t old fa•or• kip 

1Ahreet rata• aad IYIJI UJ'I•• axobana• ooatrol, both 

of wllioll ua dattaUelr oppoeod by Bl- ud Auriol. Blu 

h puUoularlJ 41ee&thf1od with Labarre, a~o oordiac t o 

repone. •• Iader etan4 that tn IAY111&11q a ollan&a 1a 

tile 11aat • • 41raottoa the OoY....-ant h aacouaterlac ecae 

diff1ou1tr ia fi~tac i'• olloioa oa a paraoaalttr of prOYed 

taohaloal quaUf1oaUoae wbo 1e at 'b• .... u .. ta ,,_ 

petlly wl~ ~~ .t.~laletratl on 'e poll oi••· .Jaa4otia a eate 

tllaea raqulr-te, •• ua t olcl, lila' ae h llalltut aotab1J 

bao&Yea lla 1• raluotut t o rtek failure, aad f or .. tarla1 

roaaou a1ao . .t.aotllar poadbla olloioa 11 , ... J, Mt 

U h tlloupt tllat Uera 11 lUUa obaaoa of hll belac 

&1•• , ... poalUoa, all4 etlll leu IMIIOI f or Moalolt t o 

get lt. Dl110ueat• •••• t o IIIIa••-.. ct•• to ro.rater, 

ftt appar•UJ' llo le aot ooaddarod to be nftlot•UJ' 

olaea 
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olo .. t o tile Pepalar ~oat poUolea although he le looked 

upoa aa Mlaa a pot hollaloal .... 
• 

U -• DOtM bJ oueM obaenue of yaatu day•a 

•OY-t of ta.a u.obaace .-J"ket that attn J'UIIOra of a 

cbaJICe in tile Bank' a dbecU oo beoue curent tile pl'eaalll'e 

OA the r•ano notloeably aubalded, but that after publloa­

tloa of the ueD1al by II&Yaa praaaare •• ra•u•ed - whloh, 

lt waa ooted, -• aot Yery oatesorlo . r or exa.ple we 

1-.raed traa a good aouroe that the ezcbaDCe fUDd artaa 

t h e fll'at part of t he day •• called 11p011 oal y t o the ex­

t ent of about 300,000 pOI&Ilda, aad that it pald out about 

1,000,000 pouada a ft er the denial yeaterday e fteraooa. 

Tile exobanse f und we uodentaod Yery coofldnUally 

baa been depletM ao IIUOh that the altuaUoa 1A t bla 

reprd 1a rep.rded w1 ttl &ll.ldety aDd •Ushios by outaia 

Bank otf1olala. tt•• a&id that aaaa ooDfvaloa uleta 

ADd laok of dechlaa aa t o a defiaUe Una of ooiiChlo' 

&ad polioy la appareat aeoac ,... h~ offlolala of tile 

Buk aDd of the Ocwar••• Uaelt. 

We a 5 told taat ta.a r..,...a t o ta.. D&tioaal def .. aa 
v 13 0 3 

1- of Dao.-eJ" 1.¥ llaa be• • o•t uaaUafaatory u oaa-

........ 
am.Lm. 
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Treas . 

Frid117 
February 12, 1937 
10: 2.4 a .a. 
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Operator: He 's not in either one ot his offices . I'll try 
to find bim . 

FUJJr : 

HL!Jr : 

T. 0 .: 

lliiJr: 

T . 0 .: 

HJJJr : 
D. W. 
Bell: 

fi!.IJr : 

B: 

HI4J r : 

B: 

!fiLJr : 

B: 

BlUr: 

B: 

IUIJr: 

'finwk you. 

(Pause) 

Bello 

!lr. Bel l -

Hello 

Go ahead . 

Bello 

Yes 

Good morning 

Good morning 

Dan, yesterday Harrison and Doughton were here - t his 
is confidential - and, 1n the course of the conversa­
tion they said, "Vlell , if t he President keeps sending 
up all this legislation, bow much money does he expect 
t o ask for new taxes?" See? 

Yes 

So, I said, "Well, I don't ~ow. " So I saw the Pres~ot!n~ 
this morning where are you now? 

I n the Budget. 

Well , t his is - you don ' t have anybody listen in, do 
you? 

No 

So, I s aid, very confidentially, I said, "Well , what ' s 
your idea, Mr . Pres ident?" So he said, "Well, sup­
posing you and I agr ee on a figur e of a hundred •1ll, n•w• 
He said it shouldn't be in excess of a buadred milli on 
over and above the Budget estt.ates . Well I said, 
•That ' s all right , but," I sud, •I wouldn't want to 
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B: 

HUJr: 

B: 

HJ.!Jr : 

a: 
Hl.IJr: 

B: 

IUIJr: 

B: 

llliJr: 

B: 

RMJr: 

B: 

HllJr: 

B: 

ll!tJr : 

-2-

coach you, because," I s aid , "it may exceed that." 
I said, "Now Bell told me that you sent up five 
t hings in the l ast t wo weeks that are all going to 
cost money." And I said, "I am going to ask Bell 
between now and Monday noon to give me a list of 
wl1at he thinks the tl"l1ng w1ll cost that you t ve 
already sent up . " See? 

Yes 

23 

So he said, •Well, that's fine . • He said, "That' s 
r i ght," he said, "We've already spent fifty, haven't 
we, on seed loans?" Hell o? 

Yes 

I s ai d , "Yes .Aad So I sai d , •Well , now, what would 
you do if we/an excess of r eceipts?• I said, "Yiould 
you credit that to the hundred million or how would 
you treat that?" He said, "We'd just put that in our 
vest pocket and forget about it.• He said, "That­
we ' d try to save that . • 

(Laughs) 

See? 

Well, what does he mean, a hundred million? A 
hundred million expenditures in excess of the Budget? 

That ' s right . 

Why in the heck should we do things like that? 

I don't know. 

I mean, the Budget ought to be as complete as possible. 
you 

What I'd like/to do between now and noon on Monday 
is to give me a list of the legislation which would 
result from messages which he has sent - and how much -
or legislation passed and how much we ' re already over­
board, see? 

Yes 

Do you get me? 

Well, that ' s a little difficult to 

Well, do the best you can. 
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B: 

lllAJr: 

B: 

IDIJr: 

B: 

mtJr: 

B: 

HMJr: 

B: 

H\I.Jr : 

B: 

HIIJr: 

B: 

Hl4Jr: 

B: 

H!.!Jr 1 

B: 

HMJr : 

B: 

- 3-

or course, this report that he sent up on Public 
Works, - he didn' t r ecommend any legislation on 
that . But he submits his rive million dollars worth 
of Public Works which Congress can pick ~well, it's 
an invitation - that when they pick those projects 
and put them into an authorizing bill he just can' t 
turn them do1m, after he ' s once subm.itted them. 

Well, suppose 

Be can1 t veto them. 

Will you come to ~ office Monday at twelve? 

Yes 

And let' s go over this thing . And then let ' s keep 
him in mind from now on, how much these thi ngs that 
he keeps sending up and vlhat the situati on is - let's 
do it once a week . 

All right . 

But, you have something for me at noon on Monday , see? 

o. K. 

Vlbat? 

All right, 

But I told him that I wou.ldn1 t give Pat and Bob 
Doughton any such message untU we 've look - chance 
to go over it thorou~ and see where we stood . 

Of course the President said that - no increase in 

taxes, -

I know. 

- other than the renewals -

I know. Well -

Well, I think he ' s got to stick to that. Even though 
he goes over two or three hundred million. 

Wel l , he 

I think that's iaportant. 

24 
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EBI.Jr: 

B: 

tlMJr: 

B: 

HllJr : 

B: 

HJLJr: 

B: 

RltJr: 

B: 

H1\Jr : 

B: 

I:IIIJr : 

B: 

HI&Jr: 

B: 

-4-

Well , this morning he sqs a hundred. Well - l et 

Well, it ' s liable to go more than that when they get 
::tarted, but 

Well , let's meat :::.t t wcl\"c o ' clock en Mondey, hnh? 

All r ight . 

And Well, I've got somebody at twel•e it ' ll 
be five minutes, ten minutes - well, twelve- fifteen . 

On llonday? 

Twelve-fifteen on llonday . 

All right . 
today . 

You do? 

Yes 

All r ight. 

Now, Wac and I want to see you some time 

On this Joint Committee Clerkship. 

Twelve o'clock 

Twelve o'clock today? 

Twelve o • clock 

All rig.ht. Goodbye . 
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S. STERN 

VIC&-oun' OI" 

TMI! CHAal NATlOJOtAL .AN K 
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PRIVArE and COIIFIDENTIAL 

Letter froa PARIS dated February 111, l9&7a 

"The slight recovery experienced in the franc end on the Rentas , 

the setO..elt ot fvn!i" ~eel!Z'it!@ll ~pd the tall in forward preaiuas are all 

duo to an endeavor to effect a change in the financial policies ot the 

GonrnMnt in order to reestebli.ah confidence. No definite reeult bae been 

obteined eo tar. 

llr. Blua baa at lcag lest reali&ed that the Departaente of Banque 

de France , ot the Tre&eury and of the Finance lliniatry bad &greed to die­

agree once far all. llr. Lebeyrie ia first &nd lut a politician &nd hie 

onl7 ide& is to 1Cbaatiae speculation'. To this end he bee retltaed to pey 

gold at ita normal prioe and bae repeatedly proposed to the llinieter a plan 

of !:lcbenge Control coupled with the requiaition of fore~ securities bald 

by French N8tionala . On the other band Jlr. Vincent Auriol 1a not 8 finan­

cier , but al.ght be rllling to con aider proposals li.lceq to lead t o an 1111-

proveaent in the political and financial situation. Although llr. Blua ia 

opposed to letting hie Finance Minister go, as t bia would weaken hie poll tical 

poai tion considerably, be would entertein no such scruple in getting rid of 

llr. Lebeyrie , who baa expreaaed on snarsl oecaaiona hia desire to return 

to the Hnen of the Court of Audita. Where to look for a sui teble Governor , 

tbet ia the question. 

llr. Bandoin , ot Banque de l' Indochina bas bean approached , but be 

has set d01111 a certain nuaber of poll tical and finanoial condi tiona to hie 

acceptance• be duanda that the franc be atelflbed offi cially at around 

ita present rata, tbet gold he paid ~iataly at the new price , and that 

the holders of gold who have brought 1 t back to Banque de Franca at the old 

price of 16, 980 franca per ldlog, and wbo, be considers, beY& suffered e 

prejndica, ahould recein the balance rapraunting the difference in price . 

At tbe tiM of writing, tbe negotiations ban not been brought to 

8 conclusion, but t~ are not suspended, &nd the chances of aHinl llr. 

Bandoin Ria da 1& Vrllllere ruain high. The we&lcneaa ot the franc et t he 

and of the week 1a due in part to the daley in the conclnaion ot the abon 

aentioned trectetiona. 

The essential point reaaine tbe reaatebl iabaont of contidanca, 

•tbrough acta , not tbrcugb words' u llr. Raynend puta it. The preaant 

situation can be anditied only t hrough the abeolute freed._ of daallnga 

in gold, ~i .. ODd aacuritiaaa that the situation d~ gron wcrae ia 

auperebundently proved l1y the decraaaa in the gold holding• of Banqua de 

France, the str81to in which the Exchange Fund ia foundering , the ineucceu 

of the laat aediua tara loan , tbe incraue in note circuletion, t he r ecourse 

to torairn loane, the agrae .. nt 1i•en by the Cantrel Bank to the policy ot 

credit expaneion, the announc-nte ot untold liberalities by 11r. Blwa, and 

laat but not least the staggering burden ot the Treeaury. • 
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KIIIJORANDUI.I l'OR 'l'HI SBOBti'.&RT: 

There 1e attached a repori on 

the oaae ot ReYenue Agent Hogan ot 

New Jeraa:y, whom you direoted lolr. 
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TREASURY DEPARTMENT 

WASHINGTON 

Yebruary 13 , 11137. 

I.W.IO~ liOil THE COLKISSIONER: 

You w1ll recall the secretary recently directed that an 

1nYeaUsation be made ot Vincent JJ. Boaan, a rnenua agent in 

t he Newark , New 1ersay, District , wbo bee bean recomcanded t or 

a ppointment to the poeition ot Internal Revenue Agent in Charge . 

This matter baa bean ginn auantion b)' Spacial ASent 1n Cbar£e 

!.lack, and hie r e port dated February ll, 11137, ie attacbad. 

Th1e report COYIIU t wo phuu ot Hosan•a h1etory , - rirat, 

the matters which aroee in connection wi tb the 1nnettsation ot 

the waxey Cordon caee, and , eecond, hie general record e1nce 

thet time. Thera ie not definite evidence of wrongdoins on the 

pert of Rogan ~uring the Gordon inYeetigation, although hie 

actions were auch as to create ccnsider able ouep1c1on and doubt, 

Because ot the lapee of a period of eix :reere , it 11 rather dit­

ticult to reach a definite conclusion with respect to these mat­

tare at th1e time, and Spacial Agent !.lack baa recolllllended that 

no action be taken w1 t h reap8Ct to lf06an on thaae liaxey Gordon 

i ncidents . In regard to h1a aubaoquont record, notbins baa bean 

discloaed which appal\re to reflect on him. Rogan eeema to be an 

agent of leu than aYe rage ability. HoweYer , hi a income t ax mat­

tars ban ba81 @Pile into, aa ban bie credit etanding and general 

conduct up to data, and nothing baa been d&Yeloped which would 

i ndicate that there ia reason tor diec ipl1n1ng him or eeparattns 

him rrom the eerTice. 

Thia inYeatigation baa disclosed acme matters with reapeot 

to R.-.enue Jaent 1amaa N• Connolly, who na auociahd with Rogan 

d tba time of the Gordon incidenta. ConnOlly 1a at prea1111t u­

aigned to duty at !lew Orleane, Louieiana , and ia under 1nYeat1-

gation on chargee of irregularitiaa in connection with certain tax 

0 .... . 

J. copy ot Mr. ~ole • a report ia be ins f ornrded to the ecent 

now inYeetigatins COnnolly. 
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Chief , Intelligence tlnit, 

0 
TREASURY DEPARTMENT 

INTERNAL REVENUE SERVICE 

11'aahington, D. c., February 11, 1937. 

Bureau or Internal ReYenue, 
Washington, D. c . 

In re: Vincent !.!. Eagan, 
Internal Re.enue Agent, 
!let;ark, !!e'C' .reraey. 

This report relates to an investtgation mede concerning tbe 

character or the a bon named agent . 

L!r. I!Qgan 18 44 years or age , married, has one cblld, and 

resides et 760 Clifton AYenue, Newark, tJew 1eraey. lle waa ap­

pointed a l!arcctlc Agent on •:arch l, l9lB, a t $1,500 pe.r ann~&, 

but resigned en JUna l or that yenr to enter tbe Vnited States 

AZTtty. He r eentered the Serrlce as a Deput y Collector on septem­

ber l, 1919, at el ,800 per annum, and waa assigned to duty in tbe 

District ot EAAaaa, which posit ion he continued until ~Y 1, 1923 

when be obtained an appoinlzltent ae Rnanue Agent (sales a nd ll!.a­

csll.a.neoua TaX Div ision) at ~2 , 250. Durina 1926 he qualified tor 

income tax work and was aasto>ed to t be t1ew Orl~ Dirtsion. 1!0 

waa transferred to the LOuisville D1v1a1on duriag the early part 

ot 1927, but a fe• 1110ntha thereafter waa reaaalened to LOuis lana 

w1 tb peat or duty at Shrenport. On February 1, 1928 lle waa 

transferred to the De.llae D1Y1aion, and on llonmbar 16, 1928 be 

was transferred to t he Newark D1Y1a1on where be has remained oan­

tinuoualy to data. Hie grade and salary at tbe present time are 

CAJ'- 12, ~,600. 

InQ.uir>' baa been made relathe to certain inc 14enta which 

occurred during 1931 and 1933 1nd1oa~1ng 1rresuJ.ar1t1ao on tho 

part of Reftnua Agent !i>p..o. in the so-called waxey Cordon and 

Yonkera Brnary 1nvest1<!at1ons, and inYestigation haa l1k .. 1oo 

been made to dotercine whether there Ia any evidence or 1rregu­

larit1 .. axcopt in tboae apecitio instances. 
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In re: Vincent IJ. Hog an , 

Special Aaont Henry R. SUnball cooperated in this investiga­

tion and the results or hie inquiries ore incorporated in this 

report . 

Tho specific instances Of indicated 1rregularitiu• Rill be 

co.mented upon separately as the c ircuaatancea were such as to 

cause sUSJlicion or Mr. !!egan and resulted in Special Agent in 

Charge KcQulllan, or the New York Division, diroctinS that Rovonue 

Agent Rogan be returned from special asnignment with t hat division 

to regular duty with the office or the Internal Revenue Agen t in 

Ch.argo • f:owark , New J'eraoy . 

"nle first instance occurred during ~he earl,y port or 1931 

when Revenue Agent Bogan celled to aeo Irving Wexler , better known 

a~ :7axey ~rdon , under circumatancee which appeared to be higbl,y 

irregular . Waxey Conlon was n notorious racketeer who operated 

in the teat for several years , referred to in the press ns a 

public enelll)'. l!e wae finally convicted on chargee or ending 

income taxes and ie now serving a ten-year sentence on those 

chargee . During 1933 when Revenue .!gent !io6an was called upon 

to testify before the Grand 1Ury 1n tho \Vaxey Cordon case he 

foiled to d isclose t hat he bad sean Cordon on two occasions , but 

refer red only to one v isit. During the trial or thie case , which 

took place during t ho latter part or 1933, HOgan aurpri.sed tho 

prosecuting officialll by testifying ror tho firet time that he 

had seen Cordon on two occasions . It also developed about that 

time that Uax Greenberg, en easoc late or Toxey Cordon, also t!u 

Hoeeoll, were murdered in the El izabe th Cart eret Hotel at 

Elizabeth, l;ew lersey, and amons=st the papers found on Green­

borg• a person wee a memorandum or Ro gan• s neme and residence 

telephone . Aport rrom the waxey Cordon ceao thue waa anot her 

development during the latt er par~ or 1931 which ind ice ted that 

ReveiiWI Agent Rogan had endeavor ed to communicat e with "Freno~· 

Dillon, e notorious racke teer connected with the illegel oper e ­

t1on or the Yonkers Br ewery, Yonker a , New York , and When t his 

matt er was reported to l!l' . J.:oQuillan , Spec ial Agent in Charge 

ot tho !lew York Divla i on , he directed that !.lr. Hogan be . r e-

leased ! rom apecial assignment end promptly returned to his om 

divi s ion. This investigat ion baa eatablie bed that the circum­

atancoa relating to the foregoing i nst ance were indetinite and 

the t aat1ooQ7 or the witnoaaaa ia cont roYera iol . It f urt her 

a ppears that thoa e inatancea occurred during a period ot a r aw 

1110ntho time c on Rn enue Agent lames N. Connolly wa a r eputed to 

be c loaely connected with a t least one membe r or the cordon 

gang . connally i s now employed ae a Rn enua Agent a t New 

Orl eana, Lou1e1ana , hav ing been tran.arerred to the New Orloana 

D1v1a1on tram the Newark Di v i a i on about a year ago , and a 

- 2 -
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In re: V11lcut i!. lJocu. 

copy or th1a report will ba referred to tZla Spacial .&gent 1n 

Char&• ot the De.lla.a Di"riaion tor the Wormat1on ot tho Spec 1al 

.&ge.nt e.aal.gned to 1nnat1pte SI-6765-c, which wu jacketed 

!"~·~ 25, 1937 becau .. of 1nto:rmat1on that CoiUIDlly had r toeently 

completed the conatruction of a reaidence coa~1D8 appruxi.&taly 

~0,000, 11lce111aa due to indicated 1rrasuJ.aritha in co1111act1on 

with car.atn tu cue.a. 

In accord&nca with your inatructiona inquiry haa been made 

independently of the apecitic inatencea related aboTe to obtain 

1ntorcation aa to the conduct and li"rin& conditione or ReYenue 

Agent Rogan , likewise a BllrYay of hia t&z returns to determine 

whether there ia any e"ridence or 1rregula,rit1ea. '!he laxay Cordon 

and Yonkers Brawin& Compa.Qf innati«ationa were inquired into 

further i naofar aa they relate to ReTenue Agent Hogan , in order 

that a clear expluation or thaae mettara "'*1 be included 1n th1a 

report u well aa the Won.a tion pertain1n& to &eneral inquiries, 

(a) .U.le&ad irre&lllaritiaa of 

Re"renua .&gent eosan in con­

nection with Waxey Cordon 
iln'aati&ation, 

Durl.Da the early part of 1anuary 1931 l!k'. 1oaepb Fra;rne, then 

a Special A&ent of the PrOhibition Bureau, auper"riaed tha aebure 

or the eo-called "Wall1Jiaton Diatillary•, alle&ed to han bean 

o1111ed end operated by laxey Cordon. .l few dqa theraattar llillt.a 

Brady, of Hackanaack, New 1eraey, waa murdered, and in bil death 

bad atat ...... t Brady ilaplica ted lllelllbara or t he Cordon sana u beU!g 

reeponeible !or hia murder, nemtng SOlly and lillie i!Oretti . It 

denl oped that Brady wu a -fixer• and had receiYad a lara• aum or 

..,nay from the oeera or the Wallin&ton Diatillar:r tor protection 

payments to Federal otticiale bnt did DOt 1n tact make tha pay­

menta , t heref ore, when the etill wu seized it wu realized by 

the owners that they had been double-croued by BradY end he waa 

murdered . 

In the course or the inT .. ti&ation which followed the -­

of the Moretti brother• were aearchad, and at Willie llOretU •e 

~ a black book waa tound which contained eeTeral entries 1n41-

cat1Da aullata.nUal f1nanc1al tranaact iona 1n an account 111 th tha 

s econd Bank and TrUat ~. of BQbokan, New 1eraey, in the -

or ·~• Henderson• . wr. !'rayne had intonation at that tu. 

that Willie MOretti waa lfaxey Cordon•a reprea .. tatiTa in that 

district , and concluded that the Randeraon account wu one ot tha 

~ bank acco1111ta -1nta1nad by Cordon 1n fictitious ,_.. a., 
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lll ra: vt.ncut 11. B<>san. 

accordiQSly, orally requea~ed t~t the ottica or thia Uhit at New 

York City inaUtute an income tax 1nveatisat1on or COrdon. It 1e 

related turther b:r r.!t' • .Pl"ayne that gp.cial .&sent Baldwin and 

Revenue Agent Bogan were aastsnod to the eaae during the latter 

part or .r.nue.ry 1931, and it wae arransaci tbooi. IJle tbr~:o c! t!le 

should so to the \)an)< tor the purpose or examining the Jllmea 

Henderson account. I t ie ur . Frayne's recollection that they 

went to the Second Bank and Trust COmpany, Hoboken, New .Teraey, 

to look et the !ienderaon account on .Tanue.ry 23, 1931, and that 

Revenue Agent Hosan preparod a subpoena at the request or the 

cashier before the recorda pertatn.tns to the Henderson account 

were made available tor their examination. Mr. Frayne explained 

that it was the purpoae or Spacial Agent Baldwin and Revenue 

Agent Hogan to request a Jeopardy aaaesament 1t the balance i.n 

the account at the time ot theil viait was autticient to warrant 

auch action, but that the balance approximated only $4 , 500, con­

sequently no further action was taken in the matter at that time . 

Special Agent Baldwin contirmad the testimony or Mr. Jro.yne, 

which is related above, and added ~hat thereo.tter, or about ~ 

or 1931, Mr. Hogan inadvertently mentioned to Special Agent 

Baldwin and Revenue Agent Rutt that he had aeen Waxay cordon. 

Special Agent Baldwin ato.ted that he was greatly surprised to 

hear that Hogan had aeen COrdon and ul<ad him the circllm.ltancea. 

Hogan then stated to spaoiu ASent Baldwin that he had met COrdon 

the day o.tter the axamlnation ot the Henderson o.ccount at the 

Second Bank and Trust company, ot Hoboken, New J'eraey, or .Tanuary 

24, 1931, and when Special Agent Baldwin reminded Rogan that he 

ass~ that it was the un4er standins or all the esents working 

on the ease that none or them knew \Ve.xey cordon, Hogan then told 

Special ASent Baldwin thet on the day following the visit to the 

bank one Oeiaeler, an accountant for tho union City Brnery 

Company, union C1 ty, II•• .Tersey, had called him on the phone and 

adv ieed him that he waa aware or the via1t to the Saoo11d Bank and 

TrUst Company and wanted to talk t o him about the Henderson 

account. special Agent Baldwin stated that !.!r. a>gan advised 

rw-t her that he met Geissler by arransement at the ~on and 

!.!1onhattan TUbes, B<>bol<en, New J'eraey, and trom there they went to 

a warehouae in Hoboken, New J'araey, where Oeiaaler introduced hiDl 

to Blacq Cohen, one or 'laxey COrdon•a lieutenants; thet aubae­

quent to the introduction to Blaclc;y Cohen, Cohen 1ntormed Hogan 

that he wes there at a gOOd ttDa and could talk to the boas; and 

that Blacky Cohen then introduced a>san to Waxey COrdon. Special 

ASent Baldwin advl.aed th&t he aalced Revenue .agent Rogan why he had 

not intonned ltr . 1. p. 1•naen, then Rennue ASent in Chars• at 

Newark, NeW J'ersey, or himaelt about thia meeting with wuey 

-. -
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In re: Vincent 11. Rogan. 

Cordon, and Hogan replied thllt he did not know wb;r he had not to14 

either ot th.a adding that it did not occur to htm t o do eo. 

Special A8ant Baldrla explained that when he later untioud this 

Incident to IAr. J'r~e, that,!%', Frayne then recalled that a boot• 

leuer had told htm that both ReTenue A&ente iiliii'W u! ce=~ 

had been to eee Cordon at the beer barrel washing place on t~dieon 

Annue, Hoboken, l{ee J"ereey , e day a!'ter the rteit to the bank. 

Mr . Fr~a waa questioned ae to this incident and hs stated that 

i t ia bu recollection that someone had told btm Rennue A8ents 

Hogan and Connolly were at the Vadison .&.venue addreae t he da.y 

attar t he viait to the bank, but that be did not report t bia 

matter ae be presumed they were there in an otricial capacity. 

He wae unable to recall hie source or intormation in thia respect, 

atating that it might have been any one or several people. 

\'lllen Rennue A&ent HOgan was interrtewed hie explanation was 

obtained concerning this incident, and it will be noted trom page 

2 or the transcript or hie testimony (!Zhibit 1) transmitted here­

with, that be etatee Mr . J"enaen, tormer ReTenue Agent in Charge , 

directed him to go ahead with t he 1'any Cordon tax case attar 

Rogan had reported the visit to the bank. Hogen stated that he 

arranged the meeting with 'llaXey Cordon tbrougb Carl Ceiaoler, 

bookkeeper tor the UDion Brewery Company, whom he bed met prior 

to that Una. He explains rurthar (page 3) that hie aec<llld visit 

to Cordon was proi!IJ)ted because or his intention to take annual 

leave BOd Lit' . J"eneon told him that be wiabed the case clo18d be­

tore he went on leave, end that he ehould again call Uj>On Cordon 

to eea 1t be would be wUling to work out hie tu liability on a 

percentage baaia; alao whether Cordon would present all hie bank 

accounts and recorda in ordar that tbay might be considered. He 

atatad that he called on Cordon the aacond tilU at the eame 

addraea, which waa at a warehouae in Hoboken, New J"eraey, and 

that be than told Cordon or ~. J"enaen•a direct1ona , ehauupon 

Cordon replied that he bad no booka , record• or bank accounts, 

end that it be owed any tax it would be up to tbe Conrnment to 

prove i t aa be (Cordon) talt t hat be had paid all taxes due. 11<1 

tben returned to the otrica, reported the matter to Mr. Jenaen, 

and turned the cue back to bta. It wUl be noted that ur. !IOgal1 

axplaina (page 2, EXhibit 1) t hat on the occasion ot bie tirat 

visit bia conversation with Cordon related prtm&ril1 to the 

ownership or the 1-• Randereon account. l!tttorta to locate and 

interrtn Carl Ceiaaler de.,..loped that ba diad about two year• 

ago. lolr. J"enaan died about 1933 end thne 1e no ......,. ot corrob­

orating ReYenu.e A88nt Rogan' a etory that be went to aea Cordon on 

both ooouiona during the Spring or 1931 at the direction or Mr. 

J"enaen , who wae then Intarll&l Revenue A.gant in Oharga at lle'l'ark, 

New J"eraey. 

- :1 -
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In ra: Vinoant U. Bogan. 

Sbortl;f a.tter &ll". Hogan returned the cue to ur. J"enaan it 

waa referred to this OBit and the inweatigation waa then carried 

on under the direction or Spaoial .&gent Walter p . MUrphy or the 

New York Diwiaion, with tbe result that a substantial tax lia­

b1lit:r was established and Gordon waa aucceoo!ull;r pro~ccuted tor 

conapirac:v to ewada the parment or texea and tba ewaaion or tax. 

on nacember 1 , 1933 he was sentenced to ten :reara in the panitan­

tler;v and tined $80,000. 'nle Orand JUry bearlnga were bald during 

t he Spring or 1933 and Rawenue Agent Bogan waa an Important wit­

ness 1n wiew or the tact that en tho occasion or h1a first wisit 

tc Gordon during the Spring or 1931, when be was alone, Gordon bad 

indicated 1n bia conwersation that the ~s Henderson bank account 

was a collac Uon account; turtber because Rewenua Agent Hogan was 

the onl:r Gowernment ae;ent who had seen and talked with llaxe:v Oordon 

up to the time prosecution waa c011111anced. Hogan was questioned on 

several occasions by the Aasiatant Uhited states District Attorney• 

uaignad to the case, alao b:y Special Agent ~~by, and hie explana­

tion waa that be bad seen Gordon before on on.e occasion. llben the 

caae was ca.Ued tor trial NO..omber 20 , 1933, Mr. Hogan waa listed 

e.a a witneae and upon being called to the stand test1t1ad that be 

bad met Gordon on two occaaiona. Tbia was eurpriae testimony to 

Assistant united States Attorney Tbocaa ! . Deeey, and be expressed 

hie feelings in the matter strongly in his summation when be 

rerers to Bogan 1n the following languae;e (pae;e 23M or the tran­

script or the record in the Gordon case): •oo you r_.,.r that 

ca=paratiwely dumb but apparently absolutely honest Revenue Agent 

Hogan, another lll&ll wbo baa been 1n the Gowor~~~~~~~nt aerrtce tor 

many years?• Tranacripta or the Grand JUry minutes or tbia caae 

were obtained contidentiallJ and reference wU l be made to 

Revenue Agent HOgan'• testimOny concerning hie mee t ing with 

Gordon. The Grand JUry minutes shoe tbat Bogan was called as a 

wi tnesa on l!.arcb 1, 1933 and questioned by Assistant OBi ted states 

Attorney Tarbell , ;rr . It a ill be noted rrom the transcript or hie 

testimony betore the Grand JUry (Exhibit 2) tbet a juror quest ioned 

him concerning h1a wiait to Gordon and the following questions and 

anawera appear: 

Q: "You ware juat trying to connect blm w1 th 

the Henderaon account? 

A: "TTie Renderaon account might DDt bawe bean 

Gordon's .. 

Q: •Did you bawe an7 aubaequent conwereationa 

w1tb hill? • 

.f.: •No. 

- 6 -
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Ill re: Vincent 11. &opa. 

Q: "Either on the telephone or in peraon? 

A.: "'Ro •• 

It will be noted t'r~.~t~a th• t:';:.:.::!~t ot !!!". ~n•a '••-tt.>n:r 

baton the Grand 3\zry on April 6, 1933 (Exhibit :3) that he na aou­

whet Wlcertain u to hla 1dant1t1catlon ot Gordon, and 1t doea not 

appear that he waa questioned apecitically u to &111 .. etlnaa 

beyond the tirat one. Durin& the trial llennue jpnt Hogan teati­

tied as tollo .. in reaponae to Alaiatant Ubited Statea Attorney 

Dewey• a direct examination (pege 1501 or the tranaoript ot the 

Gordon cue, EKhibit ~): 

Q: •Did you so back again? 

A: "Yea, air . llada one more Tlalt. 

Q: "llhore? 

A: -Th• eame place. 

Q: "1lll<a did you tilld there t hat day? 

A: "'1''1e •- people . 

Q.: "Did you haT• a conTeraat ion? 

A: "Tee, •ir• 

Q: •\flth whe8? 

J.: •'J!l• ~ man. • 

n.n BeTanua ,&aent lfl>s&ll wu queeUonad aa to wb7 he had 

giTen inoonaiatent teatt.oD;J ill the Gordon cue, atatillg prior to 

trial that he had interTi•ad Gordon but once but taa\ityillg dur­

ing tile trial thet ha had l!Ct~ called to aae h1a two tiMe, 

Jll', Hogan cla'-4 (page ~. !Ehibl\ 1) that ha had told the Crand 

Jllrora or the aacoll4 TbU to Qor4Dn. HU taat'-'>D;J ia ae follow: 

-The Ti.eita and the Grand 3\zry inTaatisation took 

place anu-&1 JMI'& ego. lt ... rq reooU...tlon that ill 

reply to a quaetlon or on.e or the <a-and .1111'0re u to 

ldlether I bad c nloatad with Gordon at another tiM, 

rq anawar ... •yea•, and while at the trial I taetltiad 

that 1 had Tblted Gordon twice, an4 elqllainad eaeh 
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In re: V1ncent L!. Hogan, 

Yiait 1n detail. Intormation bro~t out at the tTi&l 

relative to the second viait, 1n ~ mind, would beve a 

tendency to weaken the Gorel'!llllllnt • a case, because 

Gordon had atated t bat U be owed ~ tax be na will­

i ng to pay it, anc1 1t l answered \o l.ho; cootra.-y at 

the Crand Jury 1nveet1getion, elthouah ! waa neYer 

asked in detail, as ! aee it now, i t waa only wi t h the 

aain intention or not g iying any eYide nce which would 

in any way weaken the cue or the Gonrtllll<ln t a.a4 not 

to any 1ntention on ~ part tc withhold any eYidenco 

or any informat ion that would be helpful to the 

Government." 

Revenue Agent liogan wee questioned relative to a memorandum round 

on the person or J.:aX Greenberg, an associate or \'laxey GOrdon, 

after Creenberg•e murder at Elizabeth, Nee Jersey, during 1933, 

which ~rondum bor e the notation or Rogan•a name and residence 

t elephone number. '!'be ertdence that aucb a memo rand liD was round 

consists or the testimony or Special Agent Walter p . ~~by and 

Rnonue Agent Edward Cogan. Mr. Cogan intonoed me tbat be 

accompanied Special Agent MUrphy to Elizabeth, New Jersey , at the 

t ime ot the murder and made copies or all papara round on Green­

berg, and tbet he later learned from Special .&gent Y.Urphy, to 

whom he turned Oftr hie copiaa , t hat one or the notations bearing 

the neme l!ogan and a telephone nuober referred to Rnenue .&gent 

ED&an, a nd thet the telephone number waa Hogan• a reaidenoe phone. 

special Agent L.'Urphy' e recollection or t he 1ncident contl..x!u 

Rnenue .&gent Cogan•e atory. Revenue Agent Hogan's teetimony 1n 

thla regard (page ~. EXhibit l ) 1a as rollowa: 

• I - unable to g1Ya any explanation ot how or 

why 11fY n\IDber ehould be found on t he person ot :!:&X 

Greenberg, aa I never 1n ~ lite had any conteot what­

soeTer bJ' • phone , peraoul contact , 1n tUrf •&7 poaa­

ible w1 th Lfax Greenberg. Sometima attar the 

t1nding or 111:1 t elephone niiiOI>o.r on the person ot llaX 

Greenberg, special .&gent Baldwin 1n d1acuaeing the 

., ... told - that apparently ~ n\IDber didn't &lJPear 

in the telephone directory ot the City ot Newark. 

'!!Ia only explanation I can otter ror thia 1a the teet 

tbat ~ telephone n\llllber wu ohanged and the change 

was made too late to appear in the next ieaue; whether 

that 1a the cue or not, I ca.n•t anawer, but it n.e 

not an unlisted number , and naYar has there bean a 

raqueet br - to the Telephone Golll>any tc not Uat 111:1 

number." 
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In re: Vincent 1(. Hopn. 

(b) .alleged irregularities in 

connection with the ~nkera 

Brnin& CC>q)e.n;y in't'Utiga• 

tion inTOl rlng Revenue Agent 

lioSIIUl. 

'!'lle invaat1gation or the evasion of incoca taxes by the 

Yonkers Bredng COmpa~J¥, inTOl vtn& wF'renohyw Dillon end TIIID8a 

CUlhane, .as elso referred to thia !llUt by Special Prohibition 

.Agent Toaeph A • .Prlcylle. Special Agent Baldwin na aaetgned to 

this investigation rlth Revenue Agents Hogen, ~s N. Connolly 

end .Tonaa l!. Rutt . SUbsequent inveatl.sations nrity the tact 

that ~'esora. Dillon end CUlhane, cohorts or Yare:y Cordon, were 

owuera ot this brewery. 

Special .Agent Baldwin stated thet 1t ns ueumed by the 

agents worl<ing on th1a case that none of them lalew or had eftr 

seen Dillon or CUlhane, end tor thia reason he ne very much sur· 

priaed when be na informed b:y Ren nue Agent Rutt, durin& .lime or 

Jlll.:y 1931, that while he (Rutt) na e.ccompen:ytn& Hogen on en offi­

cial matter e.t a Wall Street addre.sa, New York City, Hogan and a 

stranger exc~d greetings, and that llopn told hl.m that the 

man in question ns w.rrencb:y• Dillon. !.!r . Baldwin adrtaed that 

wben be questioned lropn about this matter, BOgan e~lsined thet 

he had met Dillon during a tax examination ot Frank owm, a 

Hoboken, New 1eraey, bootlegger, aenrel :years before who had 

since been slain in a gang war. 

Special Agent Baldwin adviaed turthar that just about the 

time Revenue Agent Rutt had told h1m thet !logan lalew Dillon, thet 

a tormer .Uaiata.nt Ullited States At torney, 1.11' . IJ:)eea !'Ole.kott , 

who wea then representing lleaara . Dillon and CUlhane 1n their tax 

matter, adviaed bl.m conti4ontiall:y that Rennue Agents lropn and 

Connolly were ••tin& his cl1mta outside the ottice, specifying 

tbe Zdiaon I!Otel, New York, New York, as one or the meetlog places, 

and tbat Rnenue .Agentllllopn and Connolly had te.lcen aaone:y trCIIl 

lo!aaara. Dillon and CUlhane becauaa ot their representations that 

they would see to i t in writ in& the revenue agen\8 • report tbat 

no traud ceae was developed against th.,. '!'Ilia matter •aa 

reported to Special .Age.nt 1n Charge ~cquJ.llan by Spec 1a.l Agent 

Baldrln and he waa instructed to keep Revenue Agents HOgan and 

Connolly under close supervision. '!'lle next 4nal.opant, accord­

in& to gp.cial Agent Baldwin, occurred after he had written loll'. 

Dillon a letter requeetin& h1m to appear at the Special Agent•• 

otttce, New York, New York, tor & conference on the ~u lllllttar 

during the afternoon ot Augv.a~ 14 , 1931. '!'lle 4nel..Opllm>\ was 
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ID re: Vincent 1.1. B>pn. 

that shortly attar 9:00 a.111. 011 Ausuat 14, 19~1, Rn-a11ue A8•11t 

HogBil adv1.eed Spec1.el ASellt Baldwin that he na going to the 

otrice ot Do1111 8l1d Hetrern&ll, 2:50 17est 57th Street, New York , New 

York, as the result or a telepho11a call he (RogBil) had recabed 

!"rom~ . Down. Ltr. saldwill ai.a.Loa that ha i=!=te'!! u;on .-eoom­

panying Hogan despite the latter•a relucta11ce , a.lld that when they 

arrind at l.!r". Dan' s law ottice they found preae11t t!l" . DOifll, 

•Franob.y• Dilloll, alao Revenue AS•nt Hueeey. Revenue ASant Hussey 

was told by Special ASe11t Baldwin that his presence was not re­

quired as the interview had nothing to do lf1th r.:r-. !!Uaea:v• a prior 

UlminaUon ot l!r . Dillon• a tax liability. L!r. Baldwin explained 

that when l!l" . Dow learned thet he was a Special Agent he (DOwn) 

became greatly disturbed Blld 841d that he couldn't Wl4eretand 

what was goine 011, Blld continued to 84:1' that he didn • t know wh)" 

Revenue Agent Hosan bad iMiated upon aeel.ns ?Jr . Dillon prior to 

the latter's appearance betore Special Agent Baldwin that athr­

noon . When Special Agent Baldwin turned to Revenue ASent Hogan 

and aeked it he hlld c01:1nunieated dth "l'renchy" Dillon as eteted 

by !.!t'. DOw, Hogan emphaticallY denied that he had done eo. 

Special Agent Baldwin ' s recollect ion ie that DOwn continued in 

hia atatamenta to aa:v, in aubetance, that Rennue Agent Hog1111 

bed cOI:I!lunicated with :Jr. Dillon attar !:pecial Agent Baldwin 

bed eent the letter to Dillon requesting hie appearance, and 

tbat !logan told Di llon Special Agent Baldwin would aek hilll 

nll:lleroue questions about hie inco:a:e tax attairs, end that he 

(!lOgan) wanted to aee Dillon beforehand in order to prepare hilll 

tor the questioning. Special Agent Baldwin etatee turther that 

when Hog1111 denied thia allegation L!l". D01111 then eaid that he had 

a telephone connreation on the previous afternoon with Revenue 

Agent Rogan etter he had learned trom l.lr. Dillon tbat HOgan 

wiehed to ee e hilll batore he (Dillon) appeared at Special Agent 

Baldwin' s otrice, and tbat it ne tor this reason he (DOw) 111-

aiated that any contere110ea between Bogan end Dlllon be bald at 

hls lnw office when he could be present. It waa also brought ont 

at thla ceettng, accordl.ns to Special Agent Baldwin, tbat Rnenue 

A&ent Hogan admitted lcnowl.ns Dillon but tbat Dillon aald be had 

neYllr met !logan before in bie lite. Spacial Agent Baldwin stated 

thet he illmediatelY reported the -ttar to Special Agent in Charge 

lotcQU.illan in t he presence or Rnenue Agent I!Opn, and that a tew 

days thereafter l.!r . llcQUil.lan raleuad Rogan rrao tha apecial 

detail with this UDit and returned hilll to the Newarlc Diviaion. 

ReTanue Agent 1ollU Rutt waa interviewed and be atated that 

he recalled reporting to Special .&gent Baldwin that Hogan had 

exchanged greet ings wi th "!'l"enoby• Dillon, 11114 he turther recalled 

tbat the day baroN tba •eting a t 11r. Down' a ottice that l!og&n 
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In re: Vl.tlcent M. Hogen. 

was working wi tb hiiD 111 a benl< at Hoboken, New 1are117, end lett 

tor a taw minutea atating that be had to maka a telephone call. 

It will be DOted aboft that wr. Down atated that Hogen had called 

hiiD on the atterDDOn betora the lll6eting at bb ottiea, wh1oh tact 

Hosan denied. 

Mr. Jbaepb A. Do1m 1l1lS 1nterriewe4 concerning thb incident 

end be stated that during the Spri~~& ot 1931 "?rancb;y• Dlllon 

CCO!IIIW1icated with h1lll and stated that a Revenue Agent b:y the n&lllb 

ot Hogan was tr:ying to &rre~~&e an eppo1ntment with him to diacuas 

his tax liability, whereupon Down ina1ated t hat Dillon should not 

apeak to an:v agent exeapt at his ortice. wr. Down explained that 

be then called the Special Agent •a orr ice and asked tor l!r , Hogan 

but wu intonud that Hogen was o.wa:y tram tha ortice due to i ll­

ness . He then to.lked with Spacial AEent Baldwin on the telephone 

and clai.ma be etatad that Revenue Agent Hoean had requested to 

see Dillon end that on his (Oom'a) advice tha appointment would 

be held at b1o ottice. &!r . Down adrtaed that nothing turtber 

d&Taloped llllt11 the tilDe sat for the interriew o.t his ortioe, 

but be ie eomewbat Tagll8 as to juet how the appointment • •• 

arranged to be bald o.t his office at the time they met . He ex­

p lained that Special Agent Bo.ldw1n and RevoliiG J&ent Hogan 

appeared at his ortice and tbo.t •Frenoby• Dillon, ReTenue J&ent 

Huesay, o.nd be ware present. It then developed that Mr. Down had 

tiled delinquent returna tor •Frenob;y• Dillon and po.id about 

~30,000 tax; e.lao that Revenue Agent auasay bad exam1nad the de­

linquent returna tiled, reeonnanding uo change. (Revenue Agent 

auaeey wu romoved from the Service because or misconduct.) It 

further appears that cr. Down bed uaed considerable persuasion to 

conTince L!r. Dillon or the advisability ot tiling delinqllltnt tu: 

returna, end considered the matter a closed incident attar the 

returm bad been examined b:y Revenue Agent auase:y. L!r. Down 

atatad that be couldn' t underato.nd the reason tor the Tisit of 

the agents; that he considered L!r . Dillon's tax l1&b1lity to be 

a closed incident; and that when Jolr, Dillon told him Ravo.nue 

Agent HOE;aD was trying to comnunicate w1 th him to arrange o.n 

&Jlpointment relo.t1ve to a tu: 1nnat1gat1on be became greatly 

incell8ed. It was tor tb1a reason, according to !Jl', Down, t hat 

he 1!18ntioned the utter bat ore Special Agent Baldwin. L!r. Down 

wae aaked as to whether Dillon had told hiln that HoSIIID wonted to 

see him before the tilDe scheduled tor the a ppointment at Special 

Agent 9el.dw1n'a ortice in order that Dillon could be advised ae 

to tho proper anaware to giva in order to avoid tax liability. 

l!r. Down was vary avo.aiva on thia point end tin&ll:y atated that 

he couldn' t recall anythill6 apeeitie along these linea but felt 

that eomathin& "fllllnY" waa going on, end that 1t eu tor thie 
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r euon he decided to haYe the meeting at hia ottice. Down then 

continued in hie explanation to atate that eo tar aa he bed been 

able to learn rra:~ Dillon the prf..coe !IIOY&r in thie matter and the 

"'~" •behind" HOfl:an was Rennue Agent Connolly. He then atated 

that Revenue Agent Connolly was arrested by Prohlbltion AWniA-

1atrator 'I'Utt at tlewark, New Jersey, while Connolly was trying to 

deliver liquor t o Mr • .7eneen, then Revenue .\SI)nt in Chargo , and 

that in connection with this incident aomeone had cotcunicated 

with the Dillon group. Ill this rogard it woo stated by Special 

Ageat Baldwin that 1.:!'. .,sea POlakoff, wbo was .Ueo retained to 

repreaent Dillon and Culhane in t hoir tax matter, had informed 

hl.::l (Baldwin) oonfidentia1ly that Revenue Agent Connolly had 

aaked "French)'" Dillon to help him in this ditficulty because 

Dillon was au~poaed to have influence with Prohibition Admin­

iatretor 'I'Utt. This will be COllmllnted upon r urthc- later in this 

report. ~ll:'. Down also advised t hat Dillon• a lite had been 

threatened by gaagatera with t he r esult that he became ~entally 

deranged and was confined to an inaane aayl11:1 tor e period of 

anarel montha but that be baa bean normal since hi e release . 

He advieed further that Dillon wee expected at t he otrice within 

a abort thne , and I , accordingly , waited tor him. 

\than "Frenchy" Dillon arrived at ln- . Down's office I ques­

tioned him concerning Revenue Agent Hogan. He stated that he did 

not wish to diacu.as the mAtter but finally attar some pr.lhninary 

COnYereation, during which time the naoe of ReYenue Agent COnnolly 

woa ~entioned, Dillon then aaked "Are t hese c an s till employed by 

the GoY&rlllllllllt?• Ria attorney than interposed the r~k t hat 

both Rogan and Connolly are employed i a the Co'IIU'DI!l8Dt at the 

present time whereupon Dillon refuaed to ~ke any comment. ,\tter 

a general diecuae1on Revenue Agent Hogan' s name was again ~n­

tioned and Dillon then made the statement WAogan didn't know what 

1t waa all about. There was a smarter fellow than BOgan behind 

all thb and I doubt nry much if Hogan knew what he wee goiq.• 

.&.t thb point I asked b~ hia opinion or Revenue Agent COnnolly 

a nd hie reply waa •Now t here i a a acart tallow• , but be retuaed 

to state whether Connolly had any part in arrangiag the inter­

view between BOgan and h1meelt relatiYe t o t he tax caae. Dillon 

indicated a willingaeea to talk but cla~ that he r..Uizad that 

it be pn any teati.mDny that none or the othara would back h~ 

up and that he would be atandiag .Uone; .Uao that he he4 no 

deeire to burt anybody. lie alao 01ade the rcnark that he didn't 

kaow hhnaelt juat wbat waa being attemp ted but wbateTer the 

objectiye might have been, nothing was actually accomplished. 

41 

Regraded Uclassified



... 
J 

In re: Vincent M. Rogan. 

l.!r. V.Oaea POlakoff was inten-1ewed and he was extremely eva- 4 2 
a1n. Re stated that 1t ha has been quoted as g1rlng confidential 

information to Special Agents Baldwin or Ke)'es to the affect that 

Revenue Agent Connolly and Hogan were meeting Dillon and CUlhane 

OQ the "OUtSide • at. the »i.iaon fiot.el, r;wii 'TO:-'A, ~:e: '!Or!: , a.nc! h"-4 

obtained money trom them, t hat hh remarks muat have been mis-

interpreted u he did not intend to convey this thought . l!e 

admitted, however, that there may hen been some ator,y puaed 

along to him by various bootleggers , whom he represented, to the 

effect that Revenue Agent Connolly had sought Dillon•• help wtth 

PrOhibition Adminietrator TUtt at the time Connolly bad trouble 

at the Robert Treat Hotel, but could DOt r ..,...,ber paaalng this 

information along to anyone alae . Re informed me that CUlha.ne 

1a in Europe at the preaent t1me and not available tor interview. 

Special Agent Ke)'el lik.e wise deniee any recollection that POlalcorr 

stated Re.-enua Agents Connolly and Rogan were taking money from 

Dillon end Culhane , but belieYed that POl akoff bad made aome 

comment during 1931 indicating that Revenue Agent• COnnolly and 

Hogan bad met Dillon and CUlhane oute ide ot the otrice . Special 

Agent Baldwin on t he other band ie very de1'1n1te 1n his recollec­

tion that POlakoff did make a etat emant to the effect t hat Revenue 

Agents COnnol ly and Bogan not only met Dillon and Culbana but 

accepted money trom them. In t he tinal analyaie the primary 

witnesses aa t o what actually happened are Dillon and Culhane. 

Dillon ie reluctant to maka a complete disclosure , and CUlhane ia 

i n EUrope. When Revenue Agent Rogan wu interviewed concerning 

the above inciden• he tee\11'ied (pagee :; an4 6, Elthibit l ) aa 

followe: 

"At the auggeetion ot Special Agent Keyes , Agent 

Rutt and myael1' appeared at the office or the Internal 

Revenue Agent in Charge, at 57th Street, requaa tlng to 

aee returns tiled by one Frenchy Dillon. We • ere ad­

vised by t h e Aea1otant Agent 1n Charge that Agent HU8aey 

was familiar w1 th t he case but wee not in at that Ume 

and 1t we would call back t he following day that Agent 

RUuey would give ue the desired 1!11'ormat1on. Agent 

BUtt was assigned to other dutiee the next day, and on 

inatructione by Mr. Keyes, I called on Mr. HU8aay, 

Internal Revenue Agent, and was ach'~Md by him that 

one Mr · Downes had repreaented Mr. Dill on in tax 

m.atters and t hat copiee or the returnl could be roun4 

in bla office, and with Mr· HU8aey I called on Mr. 

Downes an4 explained the purpoae or my viait, that we 

woul d Hlce to have copies or the raturna. Mr· Donee 
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aaid at tbat tiZIIa ba waa not at liberty go g1Te ua 

copies but 1t we would call back in a raw da:ya he would 

adviae ua aa to whether we would be permitted to copy 

the returns or not . Shortly thereafter , a call came 

to the Special Aaent 1n Chars•'• vt't'1c• !.:. r.e: Yerk. 

trom L!r. Downes, edvilling that the information we de­

aired wae ready. All L!r . I!Utt waa atill aaa~d to 

other dutiea , I requeeted Special Agent Bald•1n to 

visit l'r. Downes• ottice with me. Upon arriving at 

Mr. Oomee• ottioe he (Oowes) ae-d very much per­

turbed a nd he 1mmed 1a tely mad a remarks and S\188GSt1ona 

to•ards me that I was using iafluence to remove him 

!rom the caaa 1n preference to another representative . 

!!a made certain rec1arka t hat I ns attempting to con­

tact !Jr , Dillon, but he didn't aay for what purpose, 

AIJ the whole thing Cll:l>ll to lllfl as such a shock I wae 

r eally at a loas aa to what he we• driving at , or 

orter an explanation, as I had made no contacts with 

anyone nor made any auggestiona relative to the tax 

cue or Ill'. Dillon. L!r. Baldwin questioned J.!r, 

Downes about certain itema relative to the investiga­

tion and certain other into=ation he wanted from Mr. 

Downes. At tb.e instigation ot m:yaelt, Revenue Aj!ent 

H\lsaey called at Mr. Oownea• office, and when ques ­

tioned by me as to •bather I bad made any auggestion 

aa to ehaJiging the accountant, hie anawer wa& •no• 

that I bad made no ausgestiona to him wbataoevar rela­

tive to tbia man's tax caae. • 

It will be noted that Revenue Agent Hogan 1na1ata that he 

requeated Special Agent Baldwin to accompany him to !Jr. Down'• 

ortice. It ia aigni ticant however (page 6, EXhibit 1) that 

Revenue Agent Bogan admite visiting COnnolly at tba Hotel Ediaon 

on aoveral occaaiona during 1931 attar otrice boura, but denied 

that they met any bootlegger• or other repreaentativaa on thDae 

occuiona, or that Connolly obtained any intOraation !rom biZII 

concerning caaea Upon which he (HOgan) waa engaged . Att ention 

1e alec invited to Revenue J188nt HOgan'& teatimony (page 7 , 

EXhibit 1) which atataa, in aubatance, tbat COnnolly waa Yery 

triendll' with a IBil by the uaoa or ~by (tirat name unltnoc) 

troaa Trenton, New Jeraa:r, who was reputed t o be connected n tb 

tbe cordon gang, and that thill men wu one or tba party who 

went t o the dook at New York City upon the oocaaion or a Wea~ 

Indiea boet trip wbieb Ur. COnnoll:r took during 1932. 
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(c) General 1nqu1r1ea. 

Inquiry at the credit Re portlng COI!\'t.n7, Newark, New .Tereey, 

denlopecl that t.helr report u to the credit rNpoll.libllity ot 

Revenue .&gent Bogan la ...,ry eati•!cau toq, 'rllc re;:ort, ,.hlllh 1a 

dated February 17, 1936 , abowa bia reaidence addr""a aa 760 

Clitton AVenue , Newark, New .Tereey, and daaerlbed bla tamily as 

eonalatlng or a wife and one child, and it ia stated that be 

owns no real estate and that b1s rant i.a under ~:5 .00 per month; 

also that he baa been with the InternAl Rannue Department alDca 

prior to 1920. In~uirJ by the Credit Agency eatabliabad that be 

peya hie rent promptly and la well regarded by the landlord. At 

the time or the credit report hie bCIIIIe 1e described u '"!irat 

floor or a two tamUy houae, moderate section, bouse well kept, 

good 11T1ng condition•. 'Mlere 1a alao a record or a conditional 

ealea ageement, dated l!ll.y 18, 1931, eoverlng the purcbaoe or a 

new Chevrolet aut<IDObUa tram tha Crawford Cbenoolet Compfon7 at 

$1US. OO - tams $5:57.00 at $47.00 a month. It also appears tbet 

in~uiry u to sui to and judiP!I"nta deYeloped that his record in 

thia regard was clear as ot February 17, 1936. 

L'l". Ho«an rued tu: returns for each ot the years from 1931 

to 1935, incluain, and they report bia salary troc the Conrn­

IIIIOnt , also nominal inc"""' t"rom intereet and dividanda which total 

$110,00 for 1931, nothing for 1932, pro!lt on atock $'6.70 in 

1933, nothing in 19~, and iJ.O. OO interest income ln 193:1, 

In each cue the wttnesaea Who ware queetionecl coneernlng 

the instances ot 1rregular1 tiee were asked whether they bed 1L117 

information which wou.ld indicate misconduct on the part ot 

ReYenua Agent Hogan, except aa to those 1natancea related in 

thia report which occurred back in 1931 ud in one cue extended 

to 1933 because of the Cordon trial. NO eYidenee indicating 

other lrregularitiea waa obtained and on tbe contrary the con­

aanaua of opinion seemed to be moat, it not all, ot Itogan•a 

troubles which occurred during a period of eeYeral months back 

in 1931 could be properlY attributed to his aasooiation with 

Revenue .&ge.nt .Tames N. ConnollY, now located at !:ew Orl...,., 

Louiliana, wlto ia under 1nnat1gat1on at the present time . 

Rnanua Agent Connolly ... reputed to han nUIII8roua aaaocia­

tiona with pol1tio1an. and bootlaS&era. Ria post ot duty na at 

Trenton, Ne• ;reraey, but during 1931 be na aaai&Dad to fraud 

work at !lew york City w1 th Hogan and other egenta t"rom the newark 

D1-.ia1on. It will be recalled tram Rennue .&gent I!Opn'a teati­

con:r that he raters to one J.!Urphy ot Trenton, new .Teraey, a lle&ed 
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to be a mll!lbor or the '!la:xey Cordon gang , with wbom Connolly waa 4 5 
understood to be Yary friend}J-. Connolly ia deacribed as a nry 

keen and bold type, whereas Rogan appears to be easy going, and 

affable. 'I'll a rorego1n&, or course, would not oxcu.ae any wron&-

dolns on the par't ot t10gan, but. t.U1o 1& GiiSn~ie.:~ .... ,.. ... .,nh "" tbe 

evidenco is very controYersial and indicates that there may have 

been explanations artecting instances related in thie report con-

cerning whic h Hogan had no knowledge about. 

\11th rogard to liogan' a meetings w1th lra:xey Cordon, hia ex­

planation is that be wao direc ted to do ao by ~lr . Jensen, now 

deceeaed, wbo was a t that t1JIIe h ia Rn onue .~gent in Charge . Carl 

Geissler, the account tor Cordon, with whom Hogan arranged the 

interYiew, 1a dead and it ia not possible to verify Hogan•e a tory 

of h i a t alk wit h Ce1ss lar. I t baa been the exnerience or tbis 

Unit that Ltr . Jensen froquently took otrtcia l action in caoea, 

where criminal action was lndica~d, witbout requesting the 

cooperation ot a Special Agent , aomatimes with unfortunate re­

aul.ts . For example, on one occasion he endeavored to handle the 

investigation or e bribe caee involving e Revenue Agent w1t bout 

communicating with this Unit , and as a conooquence the agent 

bee""" suspic ious ot the arranget~&nts pla~~.~~ed by tr . Jensen, 

avoiding apprehension. JUst recently tbis S&Qe Revenue Agent was 

apprehended by Special Agent s or this Unit ln attompting to ob­

tain a bribe and was sucaeaetully proaocuted . I t t hererore la 

possible , in the absence or any direct e vidence to t he contrary , 

that !.:l'. Jensen did direct Rennue Agent Hosan to call to aee 

waxey Gordon alone although Special Agent Baldwin ws.s as:sle;ned 

to tho ease. In Yin or all the aircUII18tances , it i a believed 

thllt the doubt abould be reoolYed in r uor or Rennua Agent 

Hogan. 

Concerning Revenue Agent Hogan• a t allure to test tty betore 

the Crand JUry or t o adYiae the Special Agente or Aasiatant 

United States Attorneys thllt be had aeen "lfa:xey Gordon on more 

than one occasion ia d1tticult to understand, aa be teatttied 

to two meetinga when b.e appeared as a witneaa at Cordon' s trial. 

His explanat ion is that the comments made by Gordon on the occa­

sion or bia aeeond yiait 1t teatitied to would weaken the 

Government's case, and tbat it he had ortered inconsistent testi­

mony the foregoing must have been the reason tor it . !lr. Hogan 

informed me that ha was eo upaet wban be was betore the Orand 

JUry that be didn't know what be testified to and may baTe made 

an unintentional error. '!'Ilia explanation ia hardly plaus ible 

but it waa nry aign1t1cant that during the intarrlew bad with 

ReYanua Agent Rogan that be cried aeveral tlmea and became 

Regraded Uclassified



In re: Vincent lol. Hoaan. 

confused easily. I am informed by Specl&l Agent Walter p . !JUJ'phy 

that when he quaationad Revenue Aaent P.oaan prior t o the Gordon 

trial that Hogan waa nry IIIllCh upaet, appeared to be •acared to 

da8th•, cried, end at all t~ae ahowed an emot ional natura when 

under eTIImtnation. Special .Agen~ tsald.w.W ~o in!'Qrt:ed !!141t that 

during the period Hogan waa aaa1gned to work with h~ on fraud 

eaeee, he recalla at least one occaaion 'lhen Hogan asked tor soma­

one to go to a bank with him to obtain a bootleggers account, 

giTing ae hie reaaon that • it was a ganaater caaa• and rlehed to 

protect bimselt. Tbia cbaraeterlatic ia moat surprising aa be 

presents a vary friendly appearance and aivoa the icpraaaion ot 

beina at ease under ordinary circumstances, but when upset 

change a bia mo.n.ner and losea composure almost l.nmediately. ur. 

Rogan mentioned to me tha t he had received a warnlna about the 

time or the Gordon case to the eftact that he would be harmed it 

he testltied egainet Gordon. It ia possibl e that ha may have 

become contused to some extant, but he was questioned ao many 

times about the aema matter it ia hardly believable that he un­

intentionally tailed to diacloae the aecond meeting rlth Gordon • 

.Uong theae linea it waa learned durin& thh in-.est igat ion that 

!.lr. J'enaen , former Rnenue Agent in Charse at !>lewerlc, !lew 1eraey, 

during 1931 was reputed to be friendly w1 th one or tile m,..ber e or 

\Vaxey Gordon• a gena and met 111m socially. 

With reference to the memorand\1!1 round on the person or Lla.X 

creenbera , aaaoeiate or Wexey Gordon , attar the murder or crean­

bera, whiob memorandum obo~ed the nAma or Hogan and hie residence 

telephone number , it ia believed that thia tact in itaelt doea 

not juatity the conclusion that F.ogan had any kno•ledge concern­

ing it. I n tbia connection I was informed by Special Agent 

l!llrpby, who handled the Wexey Cordon investigation, that one or 

the witneaaea at the Gordon trial told him contidantlelly that 

he was present witll other ..... bera or the Gordon sans prior to 

trial when l!llrpby'a residence pl:lone number waa obtained end a 

diaouaaion waa had between them aa to tha advisability or tela­

phonina hia home to baraaa his remll:r with a Yie• to diaturblna 

him. I&". \."Urpby atated that there were telephone cal.J.a made to 

hie bome abortly prior to the trial by some unnamed man, and the 

person questioned hie wlte relatiTe to the time be lett in the 

mornina, the aubway route uaed, and such infol'!lllltion, obviously 

tor the purpoae or upaeULn& her. 

Concerning the meeting at l!r. Down • a ottloa end the alleged 

attempt on t he part ot RaY8nue Agent Hopn to c.-unicate wltb 

"?renoby" Dillon prior to the lattar•a appearance at tbe Special 

Agent •a ottice, the testimony ia very contllcUn&. Each wltneaa 

- 17 -

46 

Regraded Uclassified



0 
In re: Vine en t l!. Hogan. 

interviewed concerning this incident has given a different veraion, 

no doubt largely due to the teet that the meeting occurred about 

six yeara ago. Dillon ia an ex-bootlegger and Do.n was indicted 

some yeara ago in connection with the organization ot a corpora­

tion under -.hie!> n~m~e e brewery was operaL.,.., I gain~ t!le 

definite impression that there is considerable teel1Q6 between 

Dillon and Culhane, &leo Dow and Polakorr. POlakott, a tormer 

Assistant United States Attorney , was associated with Down in 

representing ).(essra, Dillon and Culhane in their tax case , with 

the result that Dillon was obliged to pay about $7, 500 in taxes 

because ot hie retuoal to disclose the identity or certain mem­

bers of the syndicate which operated the Yonkers Brew1Q6 company. 

He cxpreased the opinion that Culhane and Polakott gave bU. a 

•raw deal• in the tax caae by making bU. aaaume the burden tor 

the undisclosed principals. It appears rrom t he evidence in t hia 

case that Down induced Dillon to tile delinquent returns , paid 

about t3Q,OOO in taxes, which returns were e~ned by Revenue 

Agent Ruaaey , end subsequently the investigation was taken up by 

Special Agent Baldwin, and Revenue Agents Hogan , Connolly and 

Rut t. It waa about t hat time Reftll!le Agent CoQJU)Uy was arres ted 

by PrOhibition Administrator TUtt at Newark, New Jersey , tor 

atteCJpting to delher liquor to 1~. Jenaan at t he Robart Treat 

Hotol, Nowarlt , New Jeroey. Special Agent Baldwi n stated that IJr , 

Polakoff told hiJn conf idential.ly Revenue Agent Connolly en­

deavored to obtain "French)"' DUlon•s help i n t his 11atter bacaQ8a 

ot Dillon's alleged inf l uence with TUtt , but J?olakott 1188 very 

vague i n his recollection ot t hia inc ident . It ia not unreason­

able to conclude that COnnolly , in his ettort to obta i n Dillon•a 

help , might have made repreaantationa to Dillon indicating that 

in return be would requaat Hogan to tavor hl.a i n the tax inves­

tigation then pending, which may have been either with or with­

out l!ogan•s knowledge. On the besio or the evidence aa it now 

stands with regard to this incident, it ia bel ieved that there 

are not autticicnt facta to warrant the cooclusion that Revenue 

Agent Hogan did attel!IJ)t to "fix• Dillon' s tax caae. 

An examinat ion or Revenue Agent Hogan' s personnel file showa 

that ho entered tbe service on l !arch l , 1918 aa a NarCotic Agent, 

reo1gned to enter the milit ary service during tho world War, and 

upon hie return reentered the COver~nt service as a Deputy 

Collector. He waa later promoted to the pooition ot Revenue Agent 

and baa r...,..inod in the service continuously to date, At the 

present time he 1a in the Conference Section at the Newark otrice. 

It ia alec noted that eubsequent to hia return to tho Newark Divi­

sion by Special Agent in Charge l !cQU!Usn, because ot the auspi­

cious circumatancea connected with the inatancea related in thia 
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report, that be ... placed in ob.arge or the fraud aquad or t he 

Newark Ohiaion lllld had the atatua or second a.sa1a t ut to tba 

Rennue Agent in Charge, which poet t ion ba held durin& the years 

l~V: . 1g~1 ~ 19~. Hi• peraonnel tile alao ahowa aeTeral 

coi!'IMndatory letters trom aupenioory ottic1ala under wbom be 

bas been employed. 

It ie noted particularly that the only indications or 
lrrogulari t 1aa attecting tb1a ·~loyee from the date or his 

appointl!lent, l~h l , 1918, to date, relate to that abort period 

or a few monthe during 1931, and that hia ditticulty at the 

Cordon trial ia an outgrowth of one or the 1931 inatanoea. His 

record otherwise appears to be aatteractory and his atyle or 

living io CO!llllanaurate with his income. u stated elaewhe·re in 

tbia report Revenue Agent 1amea N. COnnolly is now under invea­

ttsation, SI-6765-C, and the intormetlon contain.ed 1n tbia report 

.. 111 be made available to the Dallas Division for their uae 1n 

that 1nveat1getion. 

RacO!IImenda t ion 

It ia recommended that the tutormation contained in thia 

report ba considered in conjuncti on with your memorandum to the 

s ecretary ot the Treasury, dated January 12, 1937, returned here­

with. 

. .~ ~!. l!aclc , 

~ uent in Cb.arse . 
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.,._. . ....... r ol ooor ollo...,aUoa. !lo• tt.. t.~oer..nor, I ooat a 
letter to 1"1'. DUloa to a p_.- a t \ lil a o ttlM oa • Ml"\ala atto~o. 
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1.. I wu t-tanecS \o \lla ,...._ Dla\rlo\ lo tlla url7 pan ot 
lta u4 Wlla 1.8\er ,....,at'e....cl t o U• Howark , - 1araa7 
ottlaa , 1D - .. liD _. ala .. \hat t U. •l'lreC .. a 
1"8'9-. • • ,. .. , u .. .,.., !)--l!"iq 1913. 1934 a!!! 1~~ I •a• !.,a 
olla,..a ot \loa 1'1'11114 Squa4, ""•l'lr DlYhloo t1D4 aa at preHnt 
la tba Coatarenoe s.ouoa. 

._. 'ftle ~ ot \Ilia l"'alr7 la to ob\ala J'OU' de\&U e4 upl~ 
atloa or owrtola l noldeah. 'nle rlrat, relaUn to tile oo-oallad 
Y'&PJ' Ool'4oa oooa a4 oanala •loll \a allap<! t o ba ... b .. a aa4a 
bJ 700& t o u a44reaa wbere 7011 aet .. .,.a,. llordoa. 11111 J'OU Ill•••• ata\a \law el....-ta- rala\1ag to tllla 1ao14ent, wbloll 
I ,.d.,.ataad took pl ... aloac l n tlla !l)>J'lq ot 19:11? 

A. lD tba laL\a.r pa7\ or 19:10 I ••• Oaali!IMI« ..... laoon .. ~U87 
OordOil" wl\11 lu\1'\&.otlou trca tlla .l.ll"at ln Char~~t~ , Wenrll: 
D1Y1o1oa,to .ake \ba l aYaa\l ga\loa. Due \ o o\bar work, tlla 
laY8atlgaUoa ••• ao\ a\8M eC I&DUl tba early pa.r\ or 111:11. At 
\be 1D1'8a\lgn\lon ot \loa klll l AS or ar.4J at Baokaaaaok, 1ntor.a­
Uoa woa dlaoloaad ralatin to tile aoOOWl\ "1. "'"*'-" aU..,ee \ o loa tba ae-.t ot r ua7 Oordoa. A ,,...~lp\ ot t bla a-t 
na _.... trca \loa ~ aad .,.,. tba taretwatloa wao praaea\a4 
\ o \loa AI! .. \ la Charge I •eo l u\1'\&otad to oonteo\ aalcl \UpeJ'Wr t or tlla pw"J)Oaa ot eoooplaUJII \ba 1anot1uauoa. U tbat \11.-
I \elcl \ ha 1.3Q\ la Chari!" tbat Speolal Asont Balclwla waa aho 
lat aroa\ad l a tbe oaaa on4 I \lilcMI9t w allot.l d a .. u tla.r\llar 
...,.lo-ta. fta M•t 1a Cbarp, llr. la-, ropl.le4 tllat 1t 
wa nl\ad t or apealal • - '" tbaro wo llcl loa too •oil clal.8J oa 
tlla aoao u4 to fJO abae4, ocmLao\ bla 1a •1l7 ..,. pooalllle, •4 
,..,. \ o oloaa tile ..... Ba1'1Dg _, carl O.laaler, wllo ..... 
later don lopa4 llooldllet!per at tile O'llloa Browai'J' co.pa.,., loa a4-
Y1ae4 .. tlla\ 1\ waa pooalllle t llo\ lla waold lie allle t o •a 
~ta wllerwliJ I ~d -t -ld Ool'Ua. Bo't'iafl ao otllar 
•na or ooataa\, I la\Or flO\ 1a -ell •1 \b llr. O.laaler a.nd aa 
·-•·-•• ••• arr~ tor tlla .... u1111. A\ tile tU. ot \loa -\lac, J.Cl-. O.laalar ..,, M a\ U.e 'l'l&lle Gta\loa at liD~, 
wi\11 • 11r. Bleak, •lao ba a\o\ad •aa a ,..,..._ .. u ... ot 11r. 
OoMoa . a \lla\ \be7 WOI&ld \eke • to Ilia ad4roaa. l •-paa1M 
llr. Blaok ad I!J', O.l•l•r to aa eCclraaa a\ 101 liM!- 8\-, 
HOllo-, wbera l ... 18\rocl..ad \a 1/2', Qor4aa, 1 ..,_. t'lr'M 
llooka aa4 Naorda aa4 llaalc •-ta ...,. 1117 o\llar lator..Uoa 
lle IIDd rolaUft to bla 1- tu. a.. a\a\ad lao 11114 ao 1tc.oD 
or roeordo aad \lla\ II• 11114 • ~leak •-ta, _. \loa\ lla Mil 
tUM lila rn.ra.. 1 adrt ... 11111 tlla\ we llacl oa 11-M aa an at 
1a tile - ot ..,..,._ Wllioll we _,.. ot \loa opl.a1• llal ..... \e 
lila. 1111 a\atad \loa\ \hla alfllo\ loan "- • ...UM\1• a-', 
boo\ wllaa aakwcl ti&Miler loa 4•1a4 \loa a•-• wu lola. 1 add ... 
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•• Ilia \hat • • lu•d oertalll 1D1'o""'Uoa tba\ lt wu llh aooooaat 
aDd t hat I U.o..lllt .. • ou l4 bo e bZ. t o p!'OYa n. fit ate\eel 
th\ b• aen.J" bad lMulk aecO\LD\e aad at tb•' l.netaaoe \Jle ooater- ' 
.., .. .,.... aad I returtoed to lleWartr . saa. tl•• later, ~nlac 
• .S. e pplleettoll t o r IUaual h an, I ad•laad tbe £gaat la Cllarp 
la llewarlt t bat I ••• uaable to do U7 .. ,.. oa the oeH at tba 
pNaftDt. JTe otetod tbat ba wl ab..S "" t o oloH tba •••• before 
I t oolt l a ne ead I obOOlld eRelll coDho t l".ordoa aD<I oeo l t be 
would be ~lllla& t o wort cut bla lnca.o tax llabllltJ oa a 
~ro ... tep balll 4lDd t hat l t lltt ~uld preHnt all hlo .. l denoe , 
r~oorde aad baalt aocoua t e, • • • oul d Kho 1\ cOilllduraU oa, I 
·~•· called Oil OOrdoa at t ba . ... addreaa a taw deJa later, 
at • bleb t l .. I explolllad to bS. • ha t the AsCUlt 1D U...r p bad 
-oated and he ap la a to te~ he bA4 DO boolte, Noorda or 
beat aoeOWita, ~tad t ba t l t be oee4 •DJ tu n wOOlld be up to 
118 to p!'Oft lt ; t b• t ba t al t be bad ~ld \be tax tbat • •• due, 
fte ooatar a co ..,.,.., aa<t I r t...,..d agalll to n.wartr , wbeN I 
axplalaad tbc a ltuatlo.D to l!r. Joruea, wloo a ddud M t o lura 
tba ••• • o• • r t o h la. r ..... ... tloa tbat be ror e tbe aaooDd 
-tlns Jlr . J eaoan •uf!!tooted tb" t I """ " 011bpoeaaa oa OOrdoa 
tor bla reoorda ADd aooouah. I\ • • • G7 •1141«68tloll tbnt 1t 
ouoll prooe4ura were tol1010ad tllo Oo• o.._ t wou..U wlllcn na 
•••• lt _ ..... u oll _,.. Deoeu•rJ, ud he decld..S t o wl\a.4rew 
Ilia reqllMt. 11\U'la& D7 ab .. u e oa enaual len.,. Wr. : ..... wll­
al\te4 tba ooea t o the S poclftl IatelUseaoe na.,.,.e .l-t la 
Cberse, • • York Clt7. b• 1 ret\U'II84 fro:;. D7 haft, I .... 
ecl91oe4 I ba4 ~- aul311ad to ~.he ll~clal Ia~alli-oe Valt tv 
aa 1a4atl a1te period. t:ll•• I ••• ••• 1SIM'l to or •boa I reJOr\M 
to du\7 a\ • • Tori< I •u u oli!Jlad \ o work oa U.a o ... ot Dolt• 
S cblllta. Later, 1D dlacuee las \be (lor- - I told Air. Ba14w1.a 
I bad -'• the bon •toUe to Oor4oa • • plaM: llw'1ac tlwt oerlJ 
part or lta:5 I wea oall.e4 botor<t t be r odaral Gru4 J'u:17 oa 
tllree dlttarea\ oeeeo101111, to 81.,. t flott.oDJ la tba ooea or lillPJ 
Oordoa. At that tiM I taatlt lad •• t o tbo tlret Ylol\ Dada to 
\be plae o Ot 0 en7 Oordoa Dad D89ftr WOO lt brought OUt bJ tbl 
QraJI4 11U7 about tba "ooll4 Ylel\ , Dor aeYar ilJ4 I h..,a o oloeaM 
to explala la datall reio t lft t o elthar •tal\, 

• 

'-• Do JOU hen o a.tlal\e reoellaetloa e o \ o wbltber w ao\ 7W 
...... Cl11Mt101ed lletbre \ be llND4 1ta7 -oeral.ag \he ....,.. •llllt 
to l!r. Oor;!oa, Mr. Bleak or ltr. Oelaalart 

A. Jo17 reeollaetlOil ... tbat I .... aakad 117 • ..-Mr or lba 01i1'11U 1'ra7 
abetblr I bad MID Oo~Oil - o111or tiM, ... WI a-1' wee ..,...., 

:s. 
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<• ' 111 10U ple a .. ooa\t.ae Wl\~ Ju~ ea~aaa\lon ae to eubeeq~wa\ 
deYelo!lll•le Ia \IIA Oordoa o•• • artHU .. yo~elrt 

A. 1 414 ao *'" WCII"k 011 t!IA Oor4oa ..... ea4 • baa tba trllll o t IDPJ 
Ool'<loa \oolt pla.. Ia Hew f ork I . .. oal.leo •• a ri '•••· ,,.; \bat 
Uao I \HUtted 1a tlr\llar da\eU u4 explelaa4 tbo bo\k delta 
U 'beJ DIKn"el. 

.. I 11G11ol4 111<• 10U t o r•traab JOlll' reoollMUoa, 1t )'OU will, •It~ 
reapeot to )'our t e etl.looq at tiiA \ r1al and ~. t oaUaooq g l'fea bJ 
7~ prior to \II• trial ooa .. raln& tile Dllabor or •181\e .ad• to 
Oordoa. Prior t o ~e trial It a ppear• tbot you t oe\1t1a4 \ hal 
10U 11114 •••n bill IN\ oaoe aad d\lrlag tile triol JOUI' \ oet l.looq 
ahtee that 10U aaw bill oa twooo .. uloM. cu you oloar \IP \~Ia 
aonar? 

A, 'l'lle Ylaih a.a4 the ....,. 1\J:rt 1a'fMUpC1oa \oolt pla .. anenl 

)'alli'W DI;O. U • •• ... reooUaatloa \lla t 1a ,..1'17 to a q,..atloe 
ot o• or t M OrUl4 Jllrora u t o tl~a\ller I W •••ca \114 • Ilk 
Gordoa a\ uotbar Uao, a:, ..... wu ")'lta•, u 4 • bile a t tba trlal 
I taatltt .. that I W Yla1\o4 nordoa twl .. ,DIId aaplalaad aaob 
rtal\ la da\eU. Iato .... u oa b""""!''t Dill at the trllll ralaCIYu to 
\be aeooacl •lalt, la a:, 111 D4 , would h•• • • teacl...., to w .. kva tba 
,...,., ,_,,a 010aa, baoa11n llordoa 11114 ahtll4 tha t lf H oooll4 8AJ 

ha be ••• wllllag t o pll)' l t, oad It I naa1<arad to the ooatrary 
at tba ON114 1UI')' s ..... u ,.au oa, altbollsb I wu uYer ulr84 1a 
dataU , • • I • • • 1\ ao•, 1t wu olll.J wltb the .. 1a 1at•Uoe ot 
""' l!l'fi-c aa)' artdaaoe wl\lob WOIIld lD aay wq Mek .. ~o -
ot tile Oo.o~ ud oot t o •110' lateaUoa 011 a:, p- to wl\~ 
DD7 ertd•- or .., 1ato,_U oa thA\ would be balptlll to tM 

Oo•~·'· 
, . caa ,_ at•• .., ..-plaae\lon or the lno14•t will * oaOII.I'NCI ~ 

la lt:l:l , at wb l ab \lao 10Ur telepb- _...r wu t.-4 011 • eltp 
or paper oa \lol peraoa ot ~ Qreaallarg, ·~ .... ID&Merad wl ~ 
llu 1111 .. •1 ., lllluloltb carteret Hot el la ,... 1•re•7? 

A. I • - b1o t o 111•• aD)' aapl-tloa of booo 01" wb7 .., ...-.r Moll14 
lol touad oa the p-o• ot I~ Qreeaball'fl, •• I Mft.r I D a:, llte Md 

8A7 -\aot wJIA\-r bJ • ploo .. , p-ooal -"""· lD .., ""' ,...,._ 
' " '"• wl-. I.'DJ< ~ 1D -..Mr ot 11:11 n11• ll't'LIII at liD 

aranoa •- ... \eta...,.. ,... late a\ alp\ • _...,.. -l-
and ·- •-rlall t» • plooM •rta1a -ra ware -"• Ia ..._ 
J:a&llU, abool\ \ M Mat WOI&ld M nDd)' w-' .. _. .. a\ • 
oertata plaH. no- __..u __ .,. ~ la\eill .. t- I 

... •wr •"• \o traea ...,.. \MJ ••n -a& !'Nil or \a tl.a& 
oat la •117 ••1 Jut wiiA\ or aliT t1o-r toe* pl.- val-• tt w.. • 
aro•• w1ra or WTOal .-.r. I D NaW•ller or 11311 I ., .... '-

1.10 or.ttoa •- te flO Cl1tton •••-· u4 .nar - dttt1oii1U-
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A. 1A wllt all I a~YlMd tllo hle ...... o-PQ1 or \bo......,.. oallo 
I <114a•t .._. aatt"-c abooa\ ooaJ.as t o .. late at a1pt, tUJ 
asned t o obaaee 111J uleploo• -r. SOM UM anor ,.,. 
rb~!Jw. or IIIJ tele)lllollo ....... oa \bo porOOA or llalt ONoabora, • 
Spoc1al All'!llt Bol4•1a 1a 41o..,.ola4 t bo oooo tol~ • tl&a\ 
a pporeaur IIIJ -r 414a' t a,.or 1a tile telllplooM 41rootoJ7 
ot tllo 01t:r ot M.,.r t. 'l'llo 0&17 upl&lllltloa I au ottor tor 
n!o lo tllo r aot tb• t a:t toloplloae -bor '"•o ohaasod an4 tho 
oholl'!" woo MOllo too late t o oppaor 1a tl\o JWJCt laouo; wbotllor 
tl\at lo the oeeo or DOt, I eaa•t - •r, but 1t weo DOt &a 
Wllhto4 awaber, otul DOYer llol a thoro beoa a requoot by • ., to 
\llo Telepbou CaJ>U:r to 110\ Hat .,,. mabor. 

~. " ould you altul oxplalllillg tbo o1r-taaoo 1_,_.. up to a 
1rlolt .... t o tlloa ottlce or aa. DoWMo, ... , ....... ,.. 4ur1ac 
A~&~~Ut, 19311 oloo, \lie .. bot.- or tbo _,.raaUoa •b1all 

/ toot plaoo u \ 1\at tlllo? 
A. .lt tU .. t1fP1ot1oa ot Spoolal .r.s-at K• JN, A&•t illltt ollll a:toolt' 

a PJl8on4 a t tba orrtoo or \llo Iat orul ~~~"•"uo A«ollt la ChU'go , 
at 1!'1\h S troot, roquooUag to eN rotul'llo tUo4 b:r one JPreaall:r 
Ollloll. 110 wore a4noe4 by tho Aulotoat &goat Ia r.urgo tbo\ 
Apat l ii&UOJ ~•o taatUar wltb tho ouo but • • e not 1a at tbot 
tiM oa4 lt we would oall book t bo tollOW1116 dOJ tut AR•at 
l!lla"7 would gl,. 110 tbe 4eo1ro4 1at'oNOUua. &pat RUt\ woo 
u o1pod to otbor ntho the act ur, oad OD lutNOttoao bJ 
l!l'. xqoo, I oallod oa aa. Jtueor, Iatoraal iloftD\10 .t.pat, oa4 
... o4Y1oe4 bJ b1a tile\ ... Ill'. -e bod ... ,..._to4 Mr. 
Ollloa Ia tax MUoro aa4 tbot oop1oo of tllo retiU'Ilo oould 
be tollll4 1JI h1o ottloo, aad with Ill'. Ba:tooJ I oollo4 oa aa. 
OOifMo oad oxplo1D.e4 tbo poorpooo or IIIJ Ylott, tl\at .. •o••l4 Ub 
to bon oop1 .. or tho returt~e. 1!1'. DoWMo oold a t ibo t tiM be 
wse JIOt at U burtr to g1Yo uo ooploo but 1t •• oould oall lleoll 
1a a tn <! oro be would o4Y1oe u oo ' " wlletber wo would lie 
poralt\o4 to oow tho r oturu or D.Ot. ShorUr \borea"or, a 
ooll ••u•8 \ o tile S poolal AgoDt 1a Charge•• ottloo 1a " " Tori<, 
~ Ill'. •-•· od'f1o1ac tha t \bo 1ato.--ttOD. wo doo1rod -
... ..,.. Ao ur. "'"" ... oUll Malpod t o otbor duUoo, 1 l'eq .. eUd 
Spodal .t.pa\ lloldw1a te Y181t 1:1' • .-• ottlea atth •· U'JGa 
arr1Yla4 at Mr. o.-o• ottloo llo ( DoooMO ) .-11 ._,.,. •• ,_.. 
~ oad u 1.-.dlatolJ •d• ..-.rbo aad .....-ta-. ... .,.... 
- that I ..,. U1a& 1atllo•oo to _.,. lila t.- \be - 1a 
,..., ....... to uothor I'OJW'NI•tetlft. Jlo .... ..-&a ,__ 
that l ••• ot-.,ttac to ODIItaet Mr. Dllloa, nt l&o 414a't .., 
tor wbat poorpooo. All tbo wi&Dla nlag - to • ao euob a olloak 
I ••• reall7 ot a loa• ea to wut lla • • • dr1Yia« at, or otter aa 

•• 
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A. orplaaotloa, oo I bad aodo ao ooa teoto ~ltb ..,. oao aor aodo 
UJ' natt .. U oao "'bU•o to t llo tn oooe or Ill', Pllloa, c.., 
Delclwla Quootloao4 k~. »owaeo about oorta1n ltea. relotlYO to 
t he laY6otls at1oa OD4 oel'tala o\bol' 1Afo .... tloa bo waato4 
trcoo 1'1'. Powaeo, 1\ tll.o luUI!oUon ot IIIJ'Aelt, Rno- A(l<lat 
llll• ooJ colla« at Ill'. Doooaoo• otrl .. , 1184 wlloa lf&Ge\1oll04 liJ' 

/ 

•• 

•• 
.... 
.&. 

'l· 

A. 

(l. 

eo an t o wbotbol' I 11•4 aoa4o •OJ' ~~~&~~~oeUoa •• to Obo861q tbo 
oc oowatoat, hla aao .. l' woo "'llo" " " t I bocl aodo ao ~~UMeoUoao 
t o bla wbot-nr Nla\ln t o t bh llaA'o tu ...... 

Ia :roar -r,. htlalto \bot JCN ooko4 !lpoclal Al!vat Boldwla 
to ~ wUb ,.,.. to ~ ..... · -•· otrlco, or d1cl bo oal< to oo_ ,.., , ..... 
II)" -r,., oo I J'Ooolbot , I ooko4 Bolclwla to ac-po.,. eo, 

Do ,.,.. ...,ooll • bot tbo ol~taaoeo ""' 
No, oalJ tbo Coot tllat o _ ... ..._ oppoaro4 1.a tllo o ttloo, 1a 
•blob 1\ oh\o4 tlu.t tbo iato.-uoa •• WOII\acl •u .... uoblo 
aa4 ~'1'. llal4w1D woo latoreet o4 ln tho ooH, oo I bo4 oxplal ... 
t o b1a tbot I bod booa e4Yloe4 bJ I.P. Dow1110a \bot tu r•t­
b84 ...,.., t1le4 b7 )[p, llllloa, aacl I a t a h4 n alfdl\ bo e 6004 
poller tOP bla t o look. onr \lao returao •• ••11 u IIIJ'Aolt. 

D14 ,.,.. k1"" Ill'. DllloD botore t be ••U113 at l!'l'o Dowaeo• ottleo? 
M)' Noolloc\1oa lo \bet dW'lDI! IIIJ' Yb l\ tv tbo UDiOD B,_r,. CO o, 
ualoa Cl\7, lie• loPHJ', 1'eloth• \ o oowrias 111Con.U oa 1a 
~ to \be Oor4o• ooao, \llo\ Ill'. Dl lloa IUI4 10'. Dloell oppoapo4 
ot tbo l.uoo:;. on.\ 1o ICJ' oalf -•••• wl~ t.:~. 0111 .. prlOJ' to 
\bo _,lac 1a Ill'. DowM•' ortloo. 

on..... lo •nata \eoU~ to ~· otron not-- APDt 
1-• 1'. oaa-111 11...., n tbo Houl A!- d1u'1ag 1931 ud \loot 
U ••• ,.,... llabl t t o del t Ill a tl'eq .... u,.. AUc>, tbot 1:1'. QIMUoollJ' 
0114 1-lt Md eot !>llloa, a-u.-, oll<l otllon 1.a t.,. loooU._hac 
MJrl.aooo, at oaa-117' o - · lOla\ ••• tp ouueu ... 1.a "'" 
MsaM' 
ntlo ~o;r. eo-ur ••• 11 rtas a t tllao Ho\al t cUooa, I \'loU .. IIlii 
oa ooni'Ol oooul-; -117 la tllo onalac, .nor worklllfl llaoi&N, 
•baa I all!llt opall<l aa bOU' ol' two, alld to "" boot ot IIIJ' lalootled• 
I DO .... Ylolto4 ~. Oo ... llJ' la lila ...a 01' la blo ... tal .or. 
~- ''"" t~ oftel' aoYaa o•aloell , fta4 tMt ...... , ot OIIIJ' 
Ylolt wl\b Kr. OoaaollJ la blo betol 414 I ...... .-t 0"1 haeo, ~. 
OJ' UJ' - oo-ote« wUII ""11' 01'..-l&atl•, Bad tMt liP. Ol•lllJ' 
a 8YOI' ..... \04 to - to -· _, or .... ..-.ro """"' 

D14,...- Ill'. O•••llr, olthar taptMr.., ol.oM \a ,..... -
lod«e .. , ..., -tl01!4"" '*'-14• or ottl• -.1 
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.t. I oea dak tot1a1kl7 I .. , a - 1>7 \be - or lllu'pb)' 
(I toa•t lc-. lila tlll1 _ , t'r<a ~ka who I Mn laeari 
U4 bnw - ...-uoa oUh \be o.reoa IIAI• 

Q. l'llat .. t he aat ..... ot tbe -tial1 ... u4 Wbanf 
' .t. I •t t hlo - ot a doek 1a ... Tort, ...... \ ha oa ... 1oa or 

Xr. eoue!17 kklac a -t IM1ee '-t \ri p. 1 ou •t &lYe 
tho -t tate or nta -uas •• 1t haa ~l•kl7 a l1ppet 

'11:1 Mat. 'l'bla follow ... 1a ao wq rraau;r nth .. aad b..S 
110 0011taot with • llbataooTer, u4 I aat hia thro• ~. 
Coaaoll;r. I \blat i t wao about 1932. 

~. D14 Ill'. CoaDell7 nor 1Jl<t1llra or you eoacornlqg ta:a o•••• 
oa oh1oh you wro •asa&e4; apoolr1oall7, tbo Toatera 8l'weoJ7 
1..,..UcaUoa or ear phe&oa or tho Oor4oo caeo? 

.l . .ltMJ' Ill'. c-117 ro........,. to Ua TreJltoa poet, troll h la 
... ._., wi tll \he apeclal -'•• about .l~, 1931 , I W 
TU'J' u tuo coakot wltb wr. coaaau:r, a..s to ~loa liNt or .., 
NMUoatioa be 41t klk to • ill a &-.1 11187 about oortaia 
- '!Ia 41h't .. k tor u:r 4etaUa ra1d1To to aa;r apoolrio 
o ... or ult • • to 4o or \J7 t o 4o aartll1a& regar41J14 oa 14 ouoa. 

Q. Ia there aa;rtbill& hlrtber that you wo~a14 like to atate at t b b tiM 
\bat bu a:r '-rla& 01! tho •ttere oo•on1116 ob1ch yoa bnw ,_ 
tt-UOM4 tbla •niag? 

A. .ta \Ilia l a.MUpU oa ataPtod 1a 1930 u4 \ho tTi&l ... i a lt:lll, 
1 M9e v 1 .. to \be 'Mft or '11:1 taoeiotp to •- all qa•tio• 
to \he liNt at '11:1 r,. It tbaro lo ear U.aorepue;r U 1a • 
latoaUoa oa '11:1 part to ...,.. v.p u:r of .., acta i a 1.aftat1pt'­
\llat llaft take" p l ace, aa4 • Uapaotu .. oa '11:1 port, •r llaa 
tbere .._ at ..., tiM, to -It ac&lut tM on.-t to tM 
.......... or..., tupa:rv. I llaTO UM 1a t ho 0oTW •t HrT1 .. 
tor e1&1lk .. roan ... UTOr ill nat U• llaa thoro 11- ..,. 
rotlooUau oa '11:1 ollarookr or wortr to ar taoelotp la 07 11187• 
I han tri..S to ooot .. \ ..,..l r 1a '11:1 wrk ta a ..,. tllat tb­
ooul4 be ao ratl .. tloa oa tho OoTara.eat tor aa7 or m1 aota • 

• • • 
1 haft reet tM ,.....lac v.-1•' or .., kat~. ,.... 1 
to f, 1aol•1Yo, eat MrtlrJ u k lla V.. u4 oorreot . 
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COJI!DitJml: IWICB lot, 1933 

APPUR.aOJ: 0. s. !.UIBILL, JB. 

1 Bopn BD'1' 

Aee ' t u. s. Attorne;r 

-
V I I 0 I I ! M. B 0 0 A I, called aa a witneas, having be.n fi r ot 

dulT oworn, taotifted as followa: 

BT Ill!. !.UIBILL: 

~· llhat 1o TOUr buaine11, Mr. Bopnl .t. Internal BlveDDI .Acent. 

~· Stationed wllereT .t. l ewarlc, !lew Jeroe;r. 

~· Bow long have TOU been in t he .. rvtoeT A. Since 1918. 

~· Did TOU lll&ke an income tax inYeatiption of Irvt.ng 1rexlerT 

~· Will ;rou tell the Orand Jur;r tba oirC11118tancea un4er wbich 

1 t heippenedT .t. !he rnenue agent in obart;a of l!ewarlc lind ptclced 

up the - of Irving Wexler aa being a raoketeer, a large bootloQ;er. 

So, when authorit;r from 1raabington come for the aaotgnment , H wao 

ginn to me. lor liTeral months , I waa not able to find ~tbing 

that would lead '1liP to lexler or Gordon. 

~· Be 11 abo blown aa 'laxT OordonT .t. Ia cot that froa tha 

papero. In 1931, Jazmar, or rebruar;r, a .., •• lc1lled. At that 

time certain info.,.tton na bi'C1>Cht '1liP oo~UW~ottng lexler with t ba 

lctlllng - thi'C1>Ch eome cheolco. I a went oYer tba recor d• and 1n &Oin& 

OYer the r eoorcla, we found the - of Bender eon 1n a 11 ttle note 

!EXHIBIT- ~ 

65 

Regraded Uclassified



' n 
2 Bopn BJ)'l 

book: that the Prooeoutor had.. In 1 t we.o a note ~~entloni~~& aome of 

these eheclto to 'lf~U7· lfe took theoe noteo and we traced a depoolt 

«"~ into t he Rendereon acc:ow~t, 10 we naturally thought thet wao 

lrexler 1 1 account. lre went to l!oboken and took o!! t he acc:ow~t !rom 

the bank. lrhile the t hing stopped there, we made certain inYeotip­

tiona o! the other 'bUIIto and didn' t find anyt hing. 

lir. J aolcoon, the 116"nt ill charge, tometime ill llaroh, called me 

in &lld aaid, "VVlleu you do some thing on t his case, it 1t «<i"': t o 

'be tranefarred t o 57th Street, !lew York. I want 70U to !llllke an 1 ..... 

YeoUootlon and clote it up. • I told llr. Jackaon that it 1a rathar 

a difficult cate and I would adrlte undiD& it t<> !lew York. a.. taid , 

•No , I want you to malco th e investigation. • I told him that I met 

an accountant who aaid, • I understand ;you are 110rld.ll& on t he Gordon 

caae. • I a&id, 0 I am. • Re said , 0 1! ;you eTer want to get in touch 

w1 th biJo, I th1nk I can arrange. • So ha geYe ..,.. t elephone DWibor, 

with hia !irat name. So I told that to ltr. Jackson. Re oaid, •cau 
him up and ,.Jce an appointment. So I called t hia man up and ha oa14 

he would call me back when an appointment could 'be aade. 

Q• 11111 ;you give ua his namel J.. Ria name 1a Oeiealer. So 

he called me IUld made an appointment and met me a t the 'l'u'bet ill 

Hoboken. 

Q• Can 70U f1x, approx:Uatel:r, the datel .l. I would U3 1\ 

1a ill llarch, t he middle of ll&rch or the latt of ll&rcb. 

Q• In the year of whaU J.. 1931. 
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Q• Then wbat happened? 1.. So " " cot in a car and be dron down to 

n pl•cf!. J do1'\ ' t lr'n~· th• strc!•te tn Jrobo11o-n. •~ C3JM to a place 

tbat looloed lib a nrehonse. On t he ..,.,. down, the accountant aaid 

:ron n ll ban to talk to llr. :Black. 'fe dron up in front of tbe 

1f&X'ebouae. I. man by the na:oe of :Black no etandin& ont in front. He 

introduced me. He oaid the bo ea 1o here, you might as •ell talk to 

'fe • ant ln - into an office, ~U~d be introclxLced ,. - I don 't 

recollect •betber be introdllced him ae Oordon or the :Boeo. ~. 

he eaid, 1 I un4erotand you are 1n~eoti~t1ng me for income ~.· 

I said, "!hat ' • right.• He said, 1 'fbat e~idence have you?• I oaid, 

0 11e have an account we thi.Dk it 1a youro. • He aak:ed me, "'fbat molceo 

you th1Dic oo7 1 I oaid, 11e have no information.• He said , 1Perbapo 

that ia a collection acCOUD.t . 1 I t.old bim •• are •k1n' an e·nm1ne­

tion, not only onr Depart~~ent but a flleclal qent. and llr. Jriand., 

Dapnrtment of JUotice. I said, "If we determine the account io 

:roure, n are co1ng to eet a ~ on it. • He eald, l!cQVJ.nlano 1 '""' 

are inveoti~tin& me for a couple of yeare and fnrthermore, you rlll 

never tind an account in mr name, becnuee I neYer bad one.• 

Q• Wo• . s:1,.. ue a deacriptlon of llr. lexler? 1.. Jell, be ..,., 

a rather abort and otout -.... 

Q. 'fbat acef .A. Loolted to • llklo a -... fifty :rearo old. 

Q. llbat nationality? .A. I would ea:r Je,.ioh. 

Q. Dark? 1.. Wo, neither dark or llsht, lc1nd of ~~edlwa. 

Q. 'lhick oaU .A. Teo. 
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Q• About how tall f J.. I would not thilllc he would be o•er the 

Q. Did :rou hen azq ~ther eoAnraaUoA at that U1118f J.. '1'ha 

olll7 thlAg he aaid , 0 "11hell :rou «et ;rour incomo ta:J: work out , let 

me lmo• and I will oee what I will do about H .• I aaid, 0 J.ll 

right.• 

JtnlOIU lhat c!.id he me&l1 by thatf J.. lhan I t1Ad what the 

amount 1a, he will either ~e or d1aacree. 

Q• Did :rou cUocu .. r eturna at that til:lef J.. l!o, nothlAg 

waa a&ld about returna. 

J1JROR1 Tou were juet trying to connect h1m with the ReAder-

son accountf J.. The Hendoraon account ml.ght net han been Gordon'•· 

Q• Did 70U bAn a'4lf mbaequent converaationa with h1mf J.. 

llo. 

Q. lUther on the telephone or in peroonf J.. llo. 

Q. Did ;rou e•er ha•e azq eonnroation with llr. Blackf J.. 

ll8'0'er except that time. 

Q. Give uo a deecription of llr. BlMkf J.. llr. Black, I 

would say, wao a ....., about the foot, onen or eight, rather hea"7 

oet, a Jewi~ fellow, and he 1o not otr~. You lli&bt oee a 

half donn_, loolcin.g like h1a. 

Q. How ol4t J.. I would a&T between 4o &Ad 45· 
Q. Ran :rou been in touch with the accountant Ge1ooler at 

at time olnoe that t11118f J.. I thblc he called me one \lme &Ad 

aolced bow tho .... waa get tin& alon.g, &Ad I told hi.m the~ . •e 
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nothiD& farther on it. 

~· I l!:n~" sho• :-m !! ~"!"'rt piotUJ"e of Ir-rlntj: lexler ead 

ask ,.,... U' that reaellll>leo the .., who 7011. aaw on t hat daT· J.. 

lot Y8r'f cnoh. '1'he _, I """ had a hat on. It ae~ to M be 

had a rather bic ohin. 

~· Then you can't identify that piotUJ"a. .l. I can ' t awear 

that 1e the """' I met. 

JUHOR1 that 1a 1rY1n& lexler'a buaineaaT J.. .All I lalow 1a 

from t he new~era that he 1a a raclcet eer and 'bootleccer. 

(II'llll:SS EXOUSII)) 
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OliiUD SUDS Ts. JOillf .001, COliTIJro:ll) 
.APRIL 6, 1933 

•••• 0 0 . . ....... . . . ...... . ............ . 

TDIOX!i'l' 1i. BOG.a, called •• a witneaa , ba'OiJ>& tiret been ~ e100rn, 

teeti!ied ae followal 

~· You are an Internal Revenue Agent? A. Yes, sir. 

~· Attached to what off ice? A. Wewark, N.J. 

~· J.e euch, were you assigned durtnc 1931 to make an emm1,..,_ 

tion of the inco1011 tu of one IrwiJ>& ll'exler? A. 'rae auit;Jilll8l>t waa 

in the name of 'lu Gordon. 

~· Were you t;iven tN.ch an a"i""""nU A. Yes. 

Q. 11hen waa it? A. I would say Oo ~ . 1930· 

.1.. You mean ouhide our departC>ODt1 

~· Yea • .1.. AD accountant ~ Geiaaler. 

~· Wbere did you ! 1rat talk to hila and wbat was said at tbd 

time? A. I llll!lt thh accountant on another caae which invohed a 

brewery 1n Vni on Oit y and during the inveeti~&t1on of the other party, 

I mentioned the fact I -• intereated 1n checking a part1 D8118d Gordon. 

~· 'llhat cUd thh man aa;r7 .1.. Some ti.., - I don ' t re•-.z. 

the BDCt date - before th$ 1nveoUpt1on wao coapleted, he oaid, 

1 If you are intereotad 1n p U tnc 1n touch with Gordon, let • lalow 

and 1111!11b8 I can put you in touch with him. 1 I said, 1 .1.11 ricbt• 1 

Be tore off a piece of paper end gave me a telephone number with hio 

firot llll.mt OD• 
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~· lith Geiaaler1 s firot namet A. Tee . He aaid, 1 It 70U 

want to t:et 111 touch with him, C4ll me a tew da,ya ahead end I 

think I can arrance it. • 

~· 'lhet account&llt 1 a name weo what! A. Carl Gehaler, 

~· lh&t did ;you do after that! A. I made numeroua 1Dnati­

Gationa tq1DC to tiud something on Gordon end -•t able to get 

!IIIJ.Ch, I told the agent in charge I knew ot no wa:r to tiud M:1 ot 

his eccounta except one that we had found tbroll&h a killing that 

occnrred in Heolcenoaclt. 

~· that account ns thntt A. 11nder t he """"' ot Henderoon. 

~· Jao. Heudereont A. Tea. 

~· You had reason to believe that was a Gordon account? A. 

Jrom intoruntion we picked up in that inveot1getion and oerta1D 

check stub a, wo believed it was Gordon • a. '1'lul agent in charge 

oaid, 1 Do 70u know ot M:f wa:r 10U can contact himt• I aeid, 1 1 

have a t elephone 11Wl>ber from a man that oaid be could put 10t ill 

touch rl th bill. • He aeid , • See 1t ;you oan do aomething on the 

case.• 

~· 'rheoe cheok atubs that ;you were able to work from aud 

trace checlca 1Dto the Gordon account were the atuba ot what pereoDt 

.L I wculdll't be wre ot the DA:llll, 1\ aee• it was Marie\\&, 

~· lould H retreoh TOUr recollection 1t I aeid 1\ wea Soll7 

lloore or Salvatore lloreUU A. Tea. 

~· And innotiption ot hia recorda ooourred attar wbo\ 

!IW'dert .L !he mrder ot Jlr . 111'847 in lleolcena&eL 
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Q• .1 truck drher for aomeone? .t.. I underotand he wae a 

truck drher. 

Q· It •• After t.lorett1 1a arreot for that aurder that 70U 

wore inToat1pUq hie recordo and from thooo recordo you traced 

check& 1nto the Handeroon account. .A.. Teo. 

Q• Do 10U recall on thooo che<>k etubo any notations which 

mentioned the name ot Gordon or 'fu;y? .t.. I recall one notation 

that mentioned 'fu;y which I th1<>k nc our lead that poodbly the 

account • • Gordon ' •· 

Q• Do :rou reCAll Yhether 1t aa1d 11fu;r for beer•? .t.. I 

don't recall 1 f or beer.• I recall th e name 'faxy. 

Q. Did you thereafter call up Ge1oalor7 .t.. Tea. 

Q. llhat converaat1on did you hAve? J.. I asked him 1t he 

could unko arranaomente for WI to 1110ot - we called him under 

the - of Gordon. He aaid pouibly it would take a couple 

days, but he would call me back, which he did, and aaid the 

appointment wae made and that I •• to meot him in Hoboken. 

Q• lly thio time it was durint: the earl:r part of 1931, 

January 1931? .t.. Tea, i;>ouibly llaroh of 1931, 

Q• 'fhat did ;you do after thatf A. I met this accountant 

at the tulleo in Hoboken , we got in a car, which • • driTen b:r a 

c:.hauff eur. 

Q• Do :rou kDow Yhether or not that •• Ge1uler1 o cart 

.t.. I don' t know. 

Q. Do :rou know whether Ge1uler el!l)loye a chauffenrt .1.. 

1 don' t kDow. 

/EXHIBIT- 3 

72 

Regraded Uclassified



0 
Bopn PH 4 

~· You were taken 1n a oar with a ohaufteu.r acme place? .4. 

Tee. 

Q. lhat k1n4 ot car waa Ht .4. It 1 rel11811i>ar, a Buick. 

~· Cloaed cart .&. Teo. 79 
~· In good condition? A. Bot oxtra good condition. 

~· Where did 10U got A. We went to th1a warehouse, what 

atreet I don't know. 

~· Do 7011 r ecall whathar it waa on lladilon .Ave.? .4. Wo, 

I don't. 

~· It 7011 wont back to the place 7011 could proba'bl7 reme!Dber 

t he locali t7 and t he 'buildin&l A. I think oo. 

~· What happened when 7ou drove up to t he place 7 .&. On the 

wa7 down this I'Ooountant st\7•• "I t hink you will haYe to talk to 

a man named :Blaolt. 1 I said, 1 It doeo:n't !IlSke an::~ ditterence to 

"" it he repreoento t he taxpa;-er.• When we got there, t horo •• 

a couple men otandln& around. 'fe got out and walked oTer to a 

=an the7 introduced a a Mr. :Black. 

~· Who were the couple men atandin& around? Were they on 

ga&rd at the plaoot .4. I didn' t pay much attention. 'l'wo or 

three were otandin& there, the7 d1d:n1 t look lilce f:'l&l'd• · 

Q. Af\er hh hllin& 1011 1011 would have to oee :Black, wha\ 

happened! .4. !'hey 1ntroctaced .. to t hio .., Black. 

Q. I:no1do or outoidel .1.. Ou.toide. 

Q• Ge1ooler 1ntrod:nced 7011! .1.. Teo. 

~· Do 70U recall what he oaid and wh&t :Black aoid? .4. Black 

ooaid, 1 'l'he 'boeo 1o here, 7011 III1£M ao well talk to hla. • I tolloftd 

jEXHffiiT. 
Regraded Uclassified



0 
Bopn 1'11 5 

him into a little office jttat inoide t he door, there waa a man 

in tht!re, I don 1 t recall whether he introdw:ed him ao Gordon 

or whether he aaid t hio waa the booo. ~ thia party oaid 

Q. You understood he wao Gordon? A. I took it tor cranted. 

Q. I t wao t he underotandi~ you were meeting the booof 

A. Teo. 

Q• I ohow you thio exhibit -.rked 0 0ath ot .llleg1Moe• with 

a picture at t he botto"' and ask you it that h the •n fCtt •t aa 

the boosT A. I can I t identity him !rom that p i cture tor the 

r enocn he had a hat on .• 

Q• That i s an excellent picture of wr. Gordon. A. It ie 

poaaible with a hat on he might look quite differ ent. 

~· Would you know thh man it you aaw him apinT A. I 

th1Dk I wettld. I wottld ~ thio looka like him bu.t as tar aa 

uearlnt; it wae him, I eettldn It do it. 

Q. Rere is anot her picture. A. Jo, that doeaa1t either . 

Q. Are you pooithe 70'0 would know the man if 7ett saw hi1of 

A. I teal certain I would. 

Q. '!'hat 1o a clean cut, accurate , reaeoublJ lat e picture . 

!o tha lHo at of TOttr racollecUoD, 1a that the ,... 7 A. I wottlcl. 

sa7 he baa a nry olooe reoed>l....ae to t he ,..., 

Q• After all, thio waaalt jttot a routiu caoe 1D TOttr mind. 

A. It practically wao at that Ume. !he photouaph ill the 

,...~r looked eBUrelJ ditterent fro• thia. 

Q• !o t he 'beat of TOttr ab111 t7 to recall, doeo tllat look 
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11ke the ,....., A. Yea. 

~· .liter 'IOU q t thh """' tbat waa introduced aa t he 'boaa, 

what did 7ou aq and what did be a&Tf A. Be said, "I UD4eratan4 

70U are obecltiJI& me tor income tax. 1 I a&id , 1 !bat • a right, • 

He aaid, 1 I hft-ye paid IV income tax. 1 He ~·· 11bat into~ 

tion hAve 70U 10t that I owe mone,rf 1 I aaid, •re have into~ 

t ion that ,rou have a bank account under the name of Henderaon. • 

He aqa, 11bere did 7ou ge t t he into~tion? 1 I aaid, 1 Tbrougb 

an inveatisiation we haYe p i cked up t bia 1n!oruation. 1 He aaid, 

1 How de 70U lr:Do• that account h not a collection accountt• I 

a&Ta, 1 I don ' t know but I expect to find out.• He ...,, , "fbere 

have been 1nveat1gatione by ~uillan'a office and t he'/ ne"Yer 

found an,rthins wrons.• He aaid , "You 10 ahead rlth your 1nY .. ti­

gation and when .rou find out whet tax I owe , let me know. 1 

!4• Did he C>Ontion anytbinj: about this Henderaon acco11Dt 

pou1bl7 beins Juat a collection account T .l. Tea. 

~· What did be aa;yf .l. He aaid, 0 How do you know tbat 

account ia no t only a collection aocountT 1 

~· Did be I&T anythins about our not balD& able t o prove 

tbia account was hiaT A. I o. 

!4• Jlecall lllwl 70U taU:ed to 11r. lmrpb.r and • in tba 

ottice ooM u .. asof 1'a recall tbat TOU aa14 be aeid 1 Tou 

can't prove 1t1 ... 70'Cl ..... u oned the Handeraon account. 

4. .lre you aura I aaid tbat T 

~· Teo. A. I dou ' t r ecall it. It 1a pouible be lade 

that atate,..nt, I don't recall a"Yer,r word aeid at t he -tins• 
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Q• Did he mention hia correct - at that timet .t.. llo , 

air. 

Q• Did :r= aak him where he ha4 f1le4 returnat .t.. lo , O'Cir 

1nfor.:w.t1on from laahinet;on •• he ha4 not filed returna. 

Q• I ahow you acme pbotootatio oopieo of certain papera 

of Solly lloore t hat :rou referred to before and aak ;rou if you 

ba'fe ae~n t he oripnah of those! .t.. It 1e hard to reCAll. 

Q• Did you go ao.., place t o look at lloore' s papera1 .l. Yeo , 

we want to a b&Dlt 1n Raclcen saclc. 

Q• Did you go arq other place to ••• certain pepere which 

had be~n ae1ted by t he local police from Woore7 .l. le went to 

the prooecutor'o office 1n Hackensack but I don' t think he ahowed 

ua an:rthinc· I think he referred uo to t he banko 

.t.. Yes. 

Q. Do you recall where you oae thatf .t.. In the b&Dlt, 1n 

the ftUl. t downata1ra. 

Q. 'rboae were piiJ>ero of Solly lloore7 .t.. !bat 1a what 

the:r t old uo. 

JUJIOllt tare )'OU aos1ped to thh oaoe by :r=r chief? .l. Y ... 

JUJIOIU Did H pn the DAM and ad4reooT .t.. It pn t he 

name of la:q Gordon, Paterson, 11. J. 

Q. Did you make an in•eotiption i n lateraon to find out 

where he 11 nd T J.. Only from the hlepbone book. 

Q. t ae hh - 1n t he bookT .t.. Y••· 
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Q. .U the time 1011 bad this ehort conYereaUon with the 

etood Juet outeide the door. 

Q. Tou would take it thic wae t he boaa ' • office? J.. I 

would telce if for that . 

Q• Was that at t hie warehouaef J.. Just i nside th e door 

of the warehouee. 

Q• Wae it a aeparate rooa? J.. Juet like a acall place 

built alonceide the warehouoe. 

IIR. 'l'.AliBILLI 

Q. Did you enr aee Black S£&inf J.. Tee. 

Q• Where did you eee him tha next time? J.. SbDrtly after 

t hat r:q chlaf eaid, 1 Tou 'better look at the recorda of the UDion 

Brewer)'. 1 I weht vp there and proc!nced 111!1 credentiale and eo­
one took • 1De1de and eaid, 1 Tou can tellc to the ~· • I 

aaked the ~D~D&pr it ha would tell me hit name and for hh boolto 

and recorde of the Union Oity Brewery. I eaid, "Our intormeUon 

1a 1011 han not filed r eturn e. 1 He eaid, •we haTe. 1 He got out 

801118 boolce end while he -• pttinc them out, thia fellow Oeheler 

- he 811.71, 1!he accountant 1a worldnc on the boolce end will 'be 

1D azq .S.Jmh1 - Oeiuler ...,.,. 1D end I aelr:ed to eee a cop7 of 

the r eturne end he allowed me the COl')' and I ado a prelizoiD.a%7 

n•zoloe.t1on and eaid, •Our 1ntormet1on orae 1011 han not filed 

returne but einoe 1011 han, n will aalce it a point to aalce tha 

1DTeet1pUo11. later . 1 Aa I •• ptt1nc read7 to lean, Blaok 
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oomeo 1n acatn and aa1d, 1Are 70U a\111 in•eatt&at1on for inoo .. 

taX1 1 I aa1d, 1 Tea.• '!'bat 11 all be aald and I ...,, Oil\. 
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In rei l!Jio..,t J . lloga 

Excerph troa t!J.e trial teatiiii!Q'• ~at1ol18 b7 Dne7, 
.t.n ... ra b7 Bopn (Pace 1501 ot the truacript) . -

~· .Allout what 111ntb o! 1930 did that OCCNZ'f 
J.. ~t I .-de the sppo11lt11181lt. 

~· Tee. 
J.. In llarcb. 

~· In llarcb 19JOT 
J.. In llaroh 1931· 

•••••••••••••••••• 
~· Did 70U e>o• back ap1l>.T 
J.. Yea, e1r, ade one liiDre rloi t. 

~· lbereT 
J.. '!'be 1111!1., plaoe. 

~· lboa did 70U t1JI4 there that da;rT 
J.. 'l'be - people. 

~· Did :rou ba•• a e>onYeraa\ionT 
J.. Yea, etr. 

~· 111\b '~boaT 

.... 'l'be- - · 

••••••••••••••••• 

~· 1lhell •• tbh t1ret oonTereat1on wHb Jlr. Gordon that :rou 
taet1tiad ~tT 

J.. I 11D11ld _, ._,_ tba 15th and 30th ot llaroh 1931. 

~· lbo •• pra-t at that coPareatloaT 
.... Jlr.:naoko 

~· IIIII al .. T 
J.. '!bat h all I -•hr. 

llo ... it ill tba 111rn1D« or tba at\aniOOil or tba ....aiacT 

.... In tba att--
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0 

Croe~.,umlnatton b;v 111:. J'I'IJIIberc (Oont lll)a 

q. .About what ttJ.T 
J.. I ......Uil M7 abou\ 2130. 

0 

Q. IJa4 :rou eeen or •' 111:. Oordon bator• that U•f 
J.. I hall aot. 

q. Bow -.n;v tt.ee hAYe :rou eean 111:. Oorclon einoe that ttJ.f 
J.. Ollce, 

Q• When :vou tint eaw Mr. Oorclon be tolll :rou that be 1w1. no 
b:I.Dlt aooounhf 

.L Tea. 

Q• All4 that be had DO reoorief 
.L !hat h rlpt. 

q. .And that U be owed~ iDeo• tube ......Ud pq 1U 
J... !hat 11 rlpt. 

• ••••••••••••••••••• 
Q• Bow lone after that -• :vour eeoond connreatlonf 
A.. I ......Ud ~ appro:d.~~atel;v ten ~·· 

Q• What •• the oooaaion o! that rle1U 
.L I had aelted ! or rq leaYe to co hoMo 111:. Jldlaen, tba .&pnt 

in Charce eald, 1 Tou can't co ho• until ,...... COIIIPleto that 
.,..... a. Mid, 1 'lhe 57th Street D1rle1on o! tbe In Torlt 
Inte.,..l Jleycue hao aelted that tba oaae be treneterred to 
tbea". 0 I want the caae cloaed and I want \be tu in \hie 
d1rla1on1 • 

q. 'l'heD what d.ld :rou cloT 
.L I ~ tbtl eeoond appoint-t . 

Q• Yithtllollf 
.L Yith 111:. O.haler. 

q, Tou •w 11r. Oorclon acatn f 
.L !hat 11 rlpt. 

q. .U.OU\ wbat tiM in llaroh 1931, waa that, clo :rou bowf 
.... !ha ·-nd qpoin\Matf 

Qo T .. , \be •-nd trip. 
J.. I\ h either the laet o! llaroh or \ha tire\ ot Jpi'U. 

Q• 111:. Oorclon t:na\14 :rou YV7 -~' 
...... 414, ,.. •• 

L~~~~~~:_~JJ[_ ____ ·_r:_::· ........ I EXIDBIT: 7 - --
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1) 7ebrQAr7, 1937 ·-
mer og•pp QPQ••I<n 11 lLOOD •p• 

!rhe Coaet OUud force totallJIC 22 Macotac Ulllte, OD 

1D the llhehelppl Yallq - 1e eac..-4 prlDclpallJo 1D 

ti'&I1SJI<)rl1DC re~e ud wort.n aloac the leftee ud 1D 

attord1DC ra41o oo.....,icatloD tao11Hhe throuc~><>ut tbe 

flood eo,.., 

Ontrel Jattr Lful 09p41tiope . 

Cree\ 1e a lUUe below BeleDa, Arlc., the rher 

rleiDC 8100117 all tblt wq to !In OrlMDe - 18.21 - where 

crewt h expected Mt•- hbrQ&r7 20-25. 

. -
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OU1MJJa 1 sunoo uUa~~&o 
Rl~D4. Vl~alala 

Repor\ on ~o eo-.~41Ja\1oa ot ~o OlUaoao• 9ar1'1oo Jaohaaao•o 
aa\11'1\leo •1~ tAooo ot Yedual. S\0\o aad Looal asoaoloo t~ 
\ he C&lta~ 11U t 111M. 

i L+rpott: 'fo &11'0 WIQPl070d piOl)lOt aoa Oa4 WOIIIODt 
-.hit;; ;\'i~ l:Q&%0, ~a Gi)RO%,W:.1~ of 
~o1'141na tor ~omatl1'oo aoo4o and oor1'1ooo 
aeo4o4. \o r&loe ~•lr o\Oadar4 ot 111'1DI• 

The 01\laoaa• ~or1'1oo ~ohanao woo oraanlao4 D1 ~o eouaoll 
ot ::loal&l A&oaollo. o\uio4 oporaUoaa .1anuar7• 111»; 
t1aaaoo4 b1 tAo Rlahmoa4 ooaaual\7 ~Wid to~ tlro\ olx 
-n\ha: »&14 oa1ar1 .. ot tou oupor1'1o~o oaah 70U: 
Yedaral azaa\o 111ss. lila•. 11116. tor oparailn& oxponeoo 
and otulpaoa\; commuaU7 .i'W14 &a4 :rodaral Go1'or-\ 
-\Ciho4 tuact. la UM. aa4 lVa? tAo co-l.l.DU7 :i'WICl 
... _ocl all tlaaaolal. roopoaelliUU7 tor tAo &&OD01• 

» omllar• ue pale!. la oorlp. oao holll' ot oar111 tor oaah 
hou worltod. All aoodo and oar1'1ooo uo ~1oo4 la 
ho~~ro ot oar lp. ao~1116 1o oold to~ oaoh. 

Sponaor1pg Bof14: 

Yin ID4IIIIbaro tr0111 tAo Rlohmoac!. OouauaU1 .I'Wid. t11'o 
trom Co~oll ot Sool&l Aatnoloo. and t1Yo trom Cta\zal 
Tradoo &ad Lallor OoWioll o0111pooe tAt :lpoRoor las :Sou d. 
whioh moe\o aaauallJ \o oloo\ \he :Board ot »lrooioro. 

Board ot Dlreo\pEt: 

ot 15 zepr .. oa\OUYo aaa and woaea. alliin& 
all &oilY~ ln\areo\ed and ooopozailYt 

melllbar oar1'111i on a Co~''''• 

All ..Uaro ot ~· ¥xah&Di•• tleoilac own ottloar• &D4 
AXtout11'o a.a-1\\oo. aooiln& \wloo oaoh aoa~. 

q1y111ap gopttiYaS1op O!"R 
Batlppfl ifli StiJlgt 

Rtae\\111'1' f1•!platra•1ep 

Trooo ou\ on 1&04 bolD& 4o1'olopod •• a zoaroa\loaal 
oan\ar ln Cboo\artlol4 OollD\7• wuo &11'0D \o ~· 
.Uab.aDio &a4 .balllod 111 1 \o \~uolto and a&do &1'01lallla 

ao fllol tar 1\a ~-·· 

\ ' ' "). - . 
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Workt RroiJ••• A1 •tpia\zat1ppa 

88 workora UAder thla proJoot, 1nolu41QS S~»erT1aora 
of De~rt&en'•. Cno•.b&l.t ot tho wood o~' b7 tho 
laborer• on thh proJoot h a&do an1l.&ble b relief 
ol 1onta o~ tho C1t7 Soo1&1 SorT1oo B~••~· 

ULtE I ! O QY uuoat1opal P!MIM Z 

20 lna'r~o,ora in T&rlo~ do~rtmanta of tbo 
A:xoh&n&o; 280 yo~ paopla 'rained and plaooli 
i n Job• in pr1Tato 1nl1~'r¥ d~1ns 'h• ~·' 18 
liiOD\ha, 

Vle1~1ps HoyaHema: 

I n order 'o koop in oloau 'o~oh w1 th ~~· 
~amut .. and h h elp th- in tho b~ouna ot 
their 1nooaoa and 'o h elp th- t..proTo homo 
oondUlona, ona ThU1n& hoiUiokooper AA. boon 
~ .. d on thia proJ oo' d~ln& the year. 

Ma, lopal Xo~\h A4a1n1a,ra,lopl 

1~ yo~tha aaa1anol1 'o thla proJoo' a1noo J uno 6th, 
1966; aU .Pl.&Ood in Do~rbonh \o learn hadoa; 
&TOr Q&O Of ~iTO a liiOnth p laood lD Jobo 1D prift'O 
lnd~hy. 

TI &M1tnSe: 

Tr a Tolora 1 A14 Soot•'¥ ! 
y • • • c ••• 
Cl,1aona 1 S.rTioo ~~· 

CooparaUn& 

Tho C1Uaana 1 SnTloo .aohan&o atar,od lh prQ6¥- ot 
work for hanat·on'• wha roq~a,od 'o do eo b7 tho 
l'odaral Tranaion ' B~aa~ in R1ohacul4. Whon tho l'odaral 
GoTerllllon' wlthlirn ~roa thia ~hld, tho b oh&Qgo 
.. o~oli a ~&DI ~~- tho y, w. c . A. and proT1da4 work· 
f or tho whUo, Wl&'\aohod MD ooain& h tho oU7. 
2 ,2811 hanalu\a wero han4lo4 troa April 16th to 
Doo•bor lila,, 19M, on tho ~ara. eaao work -• 
pr oT1do4 b7 tho TEaTolera1 Aid ~oo1ot7. 

V1r c1a1a DtRYM•a• ot Welfytt 

Tho V1Ei1n1a D1roo'or of .l.'IUI11o 'loUaro a .. -od 
uapona1b111'7 tor tho W. R. A· proJ••' •' tho 
u oh&Qgo d~~~ri.Q& 19M; .. nzal waru ot thla De~Uon' 
han bou kii&A' ''"•• •' tho " :a11h•n&•• 
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the boball&e ~o~14H wuk tor 1M relief •••• ot t.he 
tloo1al SU~1oe B~aea1a. ou .... •rku keepa 1A ol••• 
to1.1oh wUh oaee wrkue ot \Ail Bu .. ~.~. 

li'lll'nlahell au~1o .. ot &roh1hot u4 uaa1near tor 
d%awlna w,p,plane &Del •»•o1t1e&Uou tor r-c1all1D& 
ot anothu aD&Aclone4 aollool 111&114111& tor \lra.ta ua1n1na 
olae•••· • 

Hlgb•p4 l>IPN'' 'P' of P&&bllo §ettSz : 

li'uznhhea the l!'zeh•ll&• w1 t.b '" li111141D&•• 0111 toz Ua 
ogeraUD& lle,pazt.enu u4 onaM atoraca ,p~a,poe ... 

• 
tbe Oo=IIDU.Y .VIIDcl ••one4 :rellual tiiD4e tor o,puaUD& 
..,.naea ot t.be ~xah•nae c11U'lD& 19&&. 

lh&I•M pt RJI!t&lippl 

.P:roT14 .. reor .. uoneJ. c11uotor tor .YOIIII& ,peo,pl.ee• 
aot1T1,1ee '' the ~oh&ll&e• 

Cpp"piSz RIQII&Slop Attoo1aS1op& 

li'llrn11Aee reoraat1onal c11reo,ore tor ao•1~1,1ea at 
l1111u UJM &Jill &leo a1111o 1nau11etoza. 

CJKS-2aSitpS D!RY'"P' ot th• Mf41el CollMt ot VUaipla: 

AU. -.)lara at t.ba ¥n.,n&• reedTell e~te Na1oal 
,_,auou an4 toll•-II.P \lrea'-au. l,,ea Tla1u 
ware •lle laet 7a&r to \he Ollnh. 'lhe Kx*•D&• 
rKaaMCI. aor1,p tor t.be Jla41e&l Colla&• li.Y lalt1JI& 
or\hogec11a l)alle, eta •• tar 1h a11ellh• 

R1qbr•p4 §•bpt1 111141 

li'ol.ll' •eaeaare t~.~rn1abec1 \he lllllobanae 4111'111& 1911· !ralll 
tra1n1ac oppertun1t1ee will be anl&raell 4~.~r1na 191'• 
the Rlohaonll Sohool Boarll tuzn1eh1n& the hacabare _. 
the 01U .. ne 1 S.rrtoe Dahan&• tua1ab1D& the llrapaa 
anll ·~T1Uea. 'lhe Jaaebaaae }lllta •• ••••1 ~i&DI 
tor ua4 ,.,, thraUIIA the pllll11a euaela tea 'iCaeh••• _.., .. 
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apMM lJ'f!'\tl • 

TM aoh• .. o baa roooln' aupl• Jlodlaoh tuo~ U&o 
S&ah aoU.t .Ualaieuau ... ooaahU .. ot toMo llhloll 

-· ... , taz uao ai,..., ••l•· ·- -1 ....... ... 
Uoklaa· 

Ip4tW\I'''' , •.•.•• 'M '"'ri'"''' 
0-'••1 ......... ,. OYMe'IIO auplM toM tu .La'll.-; 
oU. .__ uo OMUM u "lo aa4e la\o o\eYMI aul ... 
upo aa4 oupluoo ot au .Ill ... uo oooaM h• UJINUIOD\ 
o\uoa &114 1alll&o\doo; .La'llo. lo pzoYU.oll \ho llll.ll lloUlt 
.!Uohall&•• •nlab 1a , .... tualillloa o.a a.Uuo wi\ll aU&I 
1D41Yl4l-.la •••"" .. • aapl~~a tlo\hoo, tuaUuo, •'-• 
t or oupllla la'lloz. 

Rel MM*• ' '$!"'' 

Bo11.00a uo ••••• ••• \o uao ¥aotaa .... Dloh tiC%••• 
h .PI&\ \hoa lD ZOp&lZO foz !laO fu ODO 70U l Aoi&OOO 
art la \ua ZOD\14 \o JIN\I.OlJlN&U tu 60 MIIZO of OUlJI 
a MD\ho ae taaUI. .. UO ... 1D .lx~·· Aoi&OOO o 

• 

I o 
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IHTO..UGO«:E UMJT 

(Boston) 
!lew York 

TREASURY DEPARTMENT 
INTERNAL REVENUE SERVICE 

lfaahington, D. 

t lil.!ORANDW tor Ill" . lre:y: 

\71th reference to the recent inn,at:Lsz:•;,~~~~:fc,,~~ 
Agent Vine en t HOpn, l:n:ark, !Zew Jerae7 , 1 
obtaine4 indicating that !'rank !!ague 1a opposed to er. 
Barndel hecauae ot tax inn uigat1ona now going on in­
vol v ing fiague and one IJ1lton , an attorney closely asso­
ciated nth hi.cl. Special Agent Adam.a in conjunction with 
Revenue Agenta Claggett and Westrich 1nveat1gated Bague 
several yenro ago and a substantial tax 11ab111ty • •• 
disclosed and paid. It so happened that these revenue 
agent s were in the Brooklyn D1vio1on and that ttr. 
Barradel was t hoir Revenue Agent 1a Chargo a t that time. 
Since than he want to lower New York and recently to the 
llewark DiT1o1on. It ia further understood that 1~ . 

Ba-~adel is keeping in c l ose touch wtth the pr esent 
inveat1ge tlOn Of Hague and !Jliton, With a Tiew Of Ob­
ta1n1ng all taxes due, and i t 1a 'fe.rJ likelf t .bat the 
l=ledtete cause or or1t1c1Sl1 asa1nat l.!r . Barradel 1a due 
to t be preaent 1nnat1gat1on invol'fl.ng !Iague • 

. ~ 
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CIGCJil"'"" COU....:L 
'TMAeU"Y DO'AJitTMUfT 

WASHINOTOH 

february 10, 1937. 

For your informn~ion -

On January ll, 1937, a hearing waa had 1n the Che.lnbere 
ot Judge Julian 1i. l.!aclt 1n !lew York (the heering having b een 
continued from January 8th due to Judge ~cl<'s indisposition) 
on e motion to d18miss the pendi ng petition tiled by Yarious 
creditors and aecurily holders to reorgani~e the Associated 
Goa and Electric Canpen:)l under aectton 7?- B ot the Banlcruptcy 
Act, a& amended. J,lr. .Franlc 1111411:1&11 and J,1r. Lucius Buck r epre­
sented the Government in i ta statue ae amicus curiae at tha 
hearing. Mr. Arthur H. Kent, Aaeiat&llt Oeneral Counsel , was 
preaont as an observer. 

Mr. J'aclt Kraus, counsel ror the principal group ot peti­
tioning creditors, and Mr . Charles Ill . Travh, chief counsel t or 
tho Associated (debtor) Company reed statements outlining the 
history or the case, the negotiations between the Company and 
tho petitioners resulti ng in the signing ot a stipulation by 
the t el1ll8 or which, it a tnvorable report should be made by a 
firm ot independent auditors selected t o determine the current 
financial condition and earninga status ot the debtor Company, 
t be parties ..-ere to seek a diamieael or the pending proceedine, 
and the t eet t hat the audit ors ao selected had made a ruoroble 
report . Under t he stipulation three i .ndependent direetore bed 
been elected t o the Board ot the debtor Company to represent the 
cre41tora, t he Board eone iating ot eight lllSDbere. 

Judge &lack then called tor objections to t he di81111saal or 
the proceeding. None were tortbcOIAl.ng, but Kr. Wideman etated 
tor t he Oo-rernment that be would wtab t o be beard 1t the Court 
contaplated that its action ui)On the motion t o d18misa could be 
regarded as involY1ng a pproval by the Court or the tel'lll8 ot the 
stipulation. llr. lil dsnan had made it clear tbat the GoYe:rmaent 
wee not a party to this stipulation nor to the negotietione pend­
ing therato , was 1n no aenso bound by ita pronaiona, and reserved 
t o itself the right to eYail iteelt ot any means or remediea not 
only to protect the asast a ot the CCIIIlPIUI1 but t o collect ita tu 
clal.lll independent or what might be done 01) the pending motion. 
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The Court th.., etated l.n Tel"Y ol.ar tel'IU that he de-ed 
it neither hie duty nor ri~t to erpreaa approral or Gl .. yy•vV.l 
or the etipulation entered into b)' the peniea ud that there 
would be no e ppl'OTel thereof eontaiDed in 8D)' recital contained 
1n the Court • a deone embodyiiJ& the action on the motion. The 
Court 'WOUld go DO further thaD to gr&l& the motion to diaiaa 
made preTiouely by the defendant Company and consented to by the 
petitioning creditors • 

.Judge Mack firmly adhered to tb1a ~nently proper poe1t1on 
deepite preaiNl'e from lolr. Kraus t o giTe aCIIIe indication of appl'OTel 
or the et i pulation &lld hie man1teet diacomtiture that t he Court re­
tuaed to do eo. 

The .otion to di.Uee we t hen granted, 

General Couneal . 
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,..,. ....... JOI ftl -df. 
fte e-ft ,.,_ ... , .. 1a ._,.alae,_ tllat lao,_.. 

u ...snar lllo ._.,.- 7ta11t tow •• oppi'Onol or tt•nrcwu 
or no .. 1JO&laU• _...,.. Wo ,,. till ,.ntoo _. tlaat ,._. 
..U lao .. opp.wal t~f ooatala .. 1a U7 nottal -•at• .. 
1a no eovt•o &Mno ~ \Ill ootloa oa no ... s... fto 
Coll1't ..U 10 .. tlu'\Mr tlilla to ,rWtlllo _.loa to ti..Soo 
.. ao pwtoau:r b)' tho 4ot_...t 0 V'l)' ... ooo-..t .. t o b)' tlao 
potlttootac ore&ltere. 

8S 

1Hco liMit f1Jal7 oOuol to tlalo ..Uu.U7 Pl'O!IIr pootUoa 
4oopl\o p710aro haa lllr. K7oa.a t o p n - 1D41oottoa or .,,.wu 
ot tlal .. tpoaloUoo ... lllo .-it ... t1-'lt1l71 tut tu Oovt ... 
r...atoloeo. 
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lebJ'\IAJ')' ,, • 193?. 

On lu&ary ll , 193?, a h .. r1ns ••• bad 1a tho Cbaabara 
ot Ju4sa lllllu I. Wul< 1D ... ton ( t ba he&rtllfl hnlllfl bau 
coat1nul4 tro. laauary 8\b duo t o ludsa Mack' a 1ad1 apoait1oo ) 
OJ>. a aouon to dlalaa tba PIDdillfl pe\1Uon tiled b7 • • r1oua 
eradltora uf - uri\7 boldara to ""l"&IDlU t he J.aaociatad 
Ou uf llenrio Coiii*Q' 11114er ... u on 77- B or t h e BIDUuph7 
.&ct, u •111414, llr. rr.a1< 114-... aA4 llr. Luciu a Bltci rap,.._ 
-t14 tile Oora,_t 1D lh 8\atua u aaieota curiae at the 
h ar111f!. .111' • .trtlaar B. Jt•t, .Uainut Gaaual Cowalll , •• 
pN-t oa u obllnar. 

Mr. loot ~ua, coaaaal tor t ho pr 1Dc1pal croup or pot l­
\ioJ>.lllfl oradltoro, uf llr. Cllarlaa 11 . 'l'raTia, ehiet e>OUJ>.aal tor 
t ho .t.aaoola\14 (debt or) eo..pu,J rMf atat-to ouU1n1ng tho 
llinory ot t ho cuo, t ho necottaU ona bn- t ho COCI;IIUIY ud 
t he pot1\1onara raaulttng 1a t ba a 1ga1n& or • .t1plllat1on b7 
tho tiDUI or 11111oh , 1! • t'norabla r a;ort abou.ld ba -·· by • 
tu. ot 1Dfapea4•t ouditora oolaotl4 t o 4nan&111a t ho Cl11'1"eelt 
t1nua1al aood1Uon OD4 •l'Di...- ahtaa ot t ho debtor Coapuy, 
t ho portlao were t o - o d1atuol. or tho >'-'illfl prooea41nc, 
aA4 t ba tan t hat t ho eud1toN eo aolaotad bed -d• o. tnorabla 
N port. ODder tile .tll'Qlotlon tU.. 1Ddap-at diraotora lid 
baea olaot14 t o tho Board or t ho debtor eo.po..y to ropra ... t t ho 
crcdi t ora, t ho Board eoaoi.t 1llfl or alpt • •bor a. 

luds• Man t bu aaUI4 tor ob JM11ona t o the dlal11ol ot 
t he pl'Ooea41nc. Ilona ..... torth coalag, but llr. Wid- n et14 
tor tho Oor-t that be ...,.u wiob t o be boer4 it tllo Court 
oont..,Utl4 t hat lh aoUOD llj)OD t bo 110\1011 t o dialeo 0<*14 ba 
recon .. •• S...ol'Jt.ac opprvYal b7 tbe Co<lr\ ot the t .... of till 
nlpal.otlM. .111'. 'ftf- llo4 _.. 1t oleu" that tu O..w ' 
•• aot • por\7 to t llio •Uplllftlon 100r to tu ...,.latl- ,_.. 
lac ,.._..o, _. 1a 100 - ..,... 117 1U .....us-. _. l'lllnl4 
t o lteolt tile r1&)lt h .... u Ulllf ot U7 _.. 01' ~--
oal7 h proton tu ...... of t ho _,..., ~oat to lallon no , .. 
alala 1D4a_.•t of..,.,~ Ill 4oao oa tile paaf'• 110Uoa. 
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0. 1_,- ll, 193f, a b .. rills ... baa t a ' " • tllaakre 
or l ud&• l llllu W, ll .. l< 1.11 ... ton: (\be b eerl"C baYlllc b­
OODH RII .. "-~~ eu due t o lu4&e ll .. l<'a 1r>di~a1Uoo) 
OA a IIOU OD to cl l.UH tl>e pea;li"C prt lUoD t lled 'b')' ... riOO. 
eN41tora ..,. -ri\J bold .... • o norpaiH t ba U.OC18h4 
o .. aa4 Uanrie eo.,.., llllder ..tlOD 17- B ot \be Ballkr\lpt., 
Aet, • • - ... 1&. J'hDl< 'll d..., aDd lb-, Luelua llllu repre­
_t .. t he aow-• i n U a etaha •• ,..1 012• curi&e a t tbe 
b .. riq. llr, Ar\lll&r B. '•'• AeeletY ' O.aaral Cowoael , •• 
pre-t •• Ul ob .. l'Yero 

. 

IU, lull ! raua, oouaael tor U1a pr1DD1;lnl ,;rGUi> ot potl­
\1oD1Q& aN4itora, &a4 Ur, Cbarl•a ~ . Tra•1o, o~l•t oouo#tl tor 
' " • ~aaoolate4 (debtor) Co~peoy r .. d a\al ... n\a out l l n l n; t he 
bh\01')' of t lle uae, &be a.,otlaU ooa bat""" t l>e Cocpa11y u d 
t he jMIUUo~>e.ra ruulttue l D t ba a l&a lD& of • atipula U on by 
\ be lat'!U or wll1e, 1t e r .... orable re)On abt>ll.ld be ~»44 by a 
t lN or l.aclejlel)Ciul auditor• .. 1 .. t .. t o 4ahJ'Il1De t ha wrrent 
tl•ualal. eoll41Uoa alld .. ntaaa a h t ua ot t ile debtor Co<ai>4J11, 
t lla ,..,..s .. wan to - It • 4i111.1Nal. ot t !>a .-una ;>J"OO .. dtns, 
... U• t &as t bat the aunora ao aelaatecl 11<14 •«- a t!IYo:rabla 
n .,on. Oa4v l ba n1;NlaU OD , _ lllda~•t d lrMtora I~<•• 

b- •l .at .. l o t ile Boe.N ot ' "• debtor c...,.., lo ,.., ..... , t ba 
. , . ... o.ra, l ila Boe.N .oaalatlll& or atp l ._ ... ,. •• 

1•4&• 11ec.t \bee aill .. tor ol> JMtlODa t o tile •lll..t ... l of 
tile .,.,... ... lll&o 1011e -. ton llocatiiC, 'lnlt llr. ••.s- etat .. 
tor \ be aow-• lhet ba -u wlall l o ba beaN 1f llle Court 
aoal..,Ut .. ' bat 1\a &atl• u;><~a t ile 110U• t o «t.UN aou.14 lila 
......,.. .. •• tnol•lllc &J'proYal. bJ tba Court or the t- ot tM 
nlpulettoe. Ill', •u- w ••• u •l•r t1141t ••• O..•• ' 
••"' a fU'lJ to t bU e\lpuleUOD aor to, ... ucouau ... ,..._ 
1a11 n.erno, .. te 110 - ~ '' tu P~WldMa, _. """" 
t o llMlt na ricJal to -u UMlt ot .. , - or ,...... .. M\ 
ODlJ "'pretan \lila ...... at •u _,.., Mt to ..u.- 1\e \u 
eleSa lN.,..., or ,.., ~ M «- oe \M , • .,,.. -t ... 
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!M Qtooo_n •- ... , .. ta .-y u... t- nat u ..... 
1t uttlilal' Ue td7 - ~ te a n• ••P"hl • ti-..nnl 
et tU •UJIIlaU• _. .... tate '7 \M ,.nlM _, tlllot t'--u 'M M e pfnorel t~ ..... alMt 1a U7 ~tel -telJIM 
la t ... o.ut•• ..... ~ ...... u. - tlllo .nu.. fte 
Cout -u F M ,_,. ..... t- te ..-tM .. u. to tioalN 
IIA4e ,_louel7 b)' tM 4et_,..t c~ aa4 eou.t., to b)' tile 
,.uuoeiac '"'"-

TII4&• ••ll flral7 _...,..to tllh ta111eoU7 proper peelUoa 
4Uplh p.I'NIIlft hca .... Kftu to &in - U4lMUoa ot ejpfl'OOFU 
•t \lie nl~UM u4 llle .aiten 41-ruun thet \lae Covt "'" ,.... t• .. ... ·· . 

.... 1/fj/flf 
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PARAPHRASE OF TELEGRAM RECEIVED 

ntOK: Allerican Ellba .. y, Parh, France 

D.U'J:: February 13, 193?, 5 'P·•· 
10 . : aos 

STRIO\'L Y COIJ'IDDTU.L FOR TIUASURY. 

, . 

This t elegraa euppleaenh Jo. 203 of February 13, 

1 p.111., froa 111e: 

93 

Thia afternoon in a converaation wi t h Blua he told 

111e the financial situation waa 111oet disquieting, and that 

in two o r three days he would like to diseuse 11; with 

ae at length. He said that Auriol was not going to 

London in search of a new loan froa the Bri t1sh. Fro. 

his converaation I got tha impreuion that he bad baooae 

conv1nce4 Prance 11 oblige4 t o 111a1te eoae change in ita 

financial p olicy. 

BULLITT. 

IJ.:Lft 
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Secretary of State 

Was hl. na t on 

February 13, 11 a .m. 

GRAY 

Bcmbay 

94 

Dated February 13, 1937 

Rec'd 6 :30 a .m. 

F<R THE S":CRF.TARY OF THE TRJ".ASURY. 

Silver market steady but dull during the week and 

fluctuat ions l'lero restricted to ru,pt>es 0-8 per 100 tola 

with h i ghest ot 50- 6 and lowest at 49-14 closing at 50-2. 

Stock s on hand augmented to about 34, 000 bars and average 

daily otftako about 260 bars . Silver valued at 

759, 800 pounds en route to Bombay and week's imports • 

about 4, 609 bars from London, 

Gold market qui et opening at rupees 35-3-3 

per tola advanced sharply to 35-5-6 due to the sudden ap­

preciat ion or the dollar but closed a t 35- 2. 
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February 15th 

If the President does not succeed in getting his 
l egislati on on the Supreme Court, and I do not think that he 
hos batter t hen ~ 50- 50 c~cc ~f gett1n: it t~dey, ! am 
going to suggest to him that be immedia tely call a conference 
of the leading countries of the world for di sarmament and, 

95 

i n thbt way, tkke the minds of the people in the United Stutes 
off his defeat. Of course, I am not going to m&ke this suggestion 
to him at this time because I do not want him to think t hat I 
th.ink he only has u 50-50 chc.nce . 

Certainly the sentiment is rolling up against him. 
I hear it on every s ide. I have not met bnybody who thinks 
well of it. Certbinly the only person who Clill save it i s the 
President himself. 
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15 J'•'III'Ual7, 1937 
II p . a. 

,.. , 

!I'M Cout o..az.4 11 .....,'YlJIC .U of ih relie.f to~ north of 

lle"J)hj a, ucept at P..t-..cab where 1J 'boah are 'be inc reb.I.D.e4 at the 

requeat of the 1ooal .,tbori tie a, 

Operatinc in the 111 .. 11a1ppi 11 a force of 22 aeacoinc -=th, 

Oil whloh are 'b&ainc JO 'boah, thla relief force foll.,.inc the creat 

of the flco4 .U the wq 40Wil the rinr, J'o~~r p1aua (2 at lieolphla 

&ll4 2 at !&ton Jilnlce) are turnl.ab1JIC Mrial fac1lit1ea 1n the 

111ad .. ippl T.Uq, 

Captain llelnburc, OOG&Il4U of the Cout Ouarol Ballet J'o~, 

11 atlll at lie.phla, &ll4 baa 4eopatcba4 Co rMer Cc71• to latches 

to ..a.. ~h for uaht.....- ill the Lcorer 111u1aa1ppi 1n 

cooperation with the Jte4 oro .. &a4 Ar.T JIDciD.Hra. 

General Water LeTal OoDAitione, 

C...at thla roorninc at o... ... nue, IIi ... - 52-2'. Jliainc 

al01117 h the aou.tmrar« 1 Tiokabu.rc, llha. 52,41, Jo ohaD.Ce in 

len1 at J• Orleana - 1S.II• - where 1t 1a apwta4 to riae to 

Po- 19' oa h'br<>az7 111-.19. 
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TREASURY DEPARTMENT 

WASHINGTON 

:reb,.,..ry 15, 1937. 

SubJect: St&tiontQg A441t1op•l fr!&•UtY Btpftttp\atiyt in lop&n. 

'l'be !>lan cont8J11!1leted. with reprd to eatabl1ab1Dg ... a44it1onal 
TnaiUl')' r8!>rnentathe in Ja])IU1 to worlt on narcot\ct ._lblg only 
11 tul11 explained in rq d .. pat ch o! October 14, 1936, cop1 attached. 
marked A· 

The action taken with regard to thh propoeal het been at !ollcwt: 

(a) Our Amheoaador TolQro adYhed the State Depertaent in d .. '!*tch 
dated Jro ... mber 30, 1935, to the ettect thet the Japeneae 0c ... J'1UIIent would 
g iYe permis tion tor the ttationing ot IUCh a repretentatiYe in their 
country. It waa further ttated that the Japanue Department o! !lome At!airt, 
which it the a&eDC1 heYine cognisance o! prevention o! narcotic ~line 
out o! Japan, 'I!Ould welcome the auittance of tw:h IU1 indiY iduel. l!eaer­
Yation wao ...te b1 the Ja])IU1eae Gc ... l'lllllent to the effect that the 'l'reaiUl')' 
repnaentatin would be nquind to collllNllicate prilllaril1 dth the *!lJ)rop r i ­
ate o!1'1cialt ot the :ror·eip Office on}1. l!owiYer , in cue of preoainc 
emergency be mii;bt be allowed to deal with o!1'1ciall o! the Department o! 
!lome Affaire. :Purther, abould the Treaeury repretentative aeelc to obtain 
information he would not be permitted to requaat 1t !rom pr1Yate indirtd'a&la, 
!roc local po.lice otticialt or !rom the Deper~t of l!oca Attain bnt 'I!Ould 
be required to llll&ke hit nqueat to the J'l>reign O!!ico. Alto, it 'I!Ould hen 
to be underatood that obould tho Japeneae OcYernment deaire to oend otticielt 
to the United State a tw:h o!ficiale 'I!Ould be accorded aw:h pr1Y1legea IU1d 
rl.&bta ao 'I!Ould be g1Yan to our TreaiUl')' 1'8!>1'8tentatln in Japan. In Yin o! 
the !oregoblg retenationo our AIDbaoeador, foqo !elt that ouch would pnYent 
the rapnaentati••' a actidtiea from a441Dg amch to the work all'Md7 boinc 
done throQ&b exlating cbanDela. 

{b) !he State Departaent , under data ot December 3 , 1936, 1n!o,..d the 
TraaiUl')' o! the content& ot tho Ambaaaador•a dupatcb mentioned aboYe and atatod that they acned with the • in axpreaaed. b)' the Aolbaaeador. Theil' 
cio-..1cat1on turther atated, in effect , that thq would not !eel Juat1!1ed n CO ill& ahoa4 w1 th the a tter. 
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n would appear that tu 110st illportaat featun of atationi.Dc \he u w TrMI\UT .Lttacu in Japan baa been l.&nored to a great extent in t.he two coiiiiNDl,.tiona aboYe •ntioned. 'l'hia feature la that tba !rea1U17 representatlYo •• oot to be placed \here onl.J for tu lJIU'POae of opeedlng up requests tor lD!o.-tloD fro• tbe Japanue GoYel'IIII8Dt , but wllat 1a 110at importaDt , to be on \he crouod to turnlab tu J&PN>Ue GovorDMnt bot ceble 1nfo,_t1on recelYed from our C:U.toma channels at bo• reprdiDg actnal propooed """'U;llllg abi~h to be ade out of JaPN>eoe porta , with a Ylow that the Japanese pollee could prevoDt IUCh ahlpmeDh being ado. !be conoequent protection to lf,y,J:, and other important Japanooe oteamllhip linea wao iiiiDediatel;y recog~>hed b;y l'l· T.!. when I tal.lcod with thea in T11li;Jo aDd the7 expreoaed tb•oel'fu ao heartily in taYOr ot the plan. 

It lo tel t that oince the Japanue GoYOI'DIII8Dt off era ua perm halon to station a repreaentatin aa proposed in their coW> try, oYen tbo'a&b with certain resenatlono1 lt would be a very good 1110ve tor uo to taloo advantage of thla pe~loolon. Once our man becomea eatabllllhed in Japan, hlo importance and value to both Govoromenta llhould ooon become oo evident aa to gin bill tho atatua of wraona greta. 

Attention la called to the fact that the p reaeot arrangement now in ettoct in Japan waa ool;y accepted b;y t he Treasury Department for the time being, aa la oot forth in Treasury letter of ~ 18, 1933, copy attached marked :a. 

Rupocttull;y, 

:a. II. ThoiOpoOn. 

Inclosures. 
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Ootobor lt, 1136. 

Ho. !U. 

Seo8tat o .. 8h1Dston 

Departa ont '• 107, Auguet 111, 

1. Ca..andor Thompson r equoete tho following o~~un1oat1on 

bo dol 1Yorod to Soorotory ~orgenthau1 

uoto To Sooretary ot t he TreaWQr7, l ntormatl on Eabaea7, 

Tolryo, and State Department, Waehinston 

St ud7 or Olrootl oa asusgllnt lltuatlon 1n Iapan, 1n­

olu41n~t tallte with Gon rnment otrlolal.e, h'eteotural pollee 

and othoro indloet o1 l apano10 Ooyoramont, duo t o r ecent 

publlolt7 l n OonoYa, l nor oa1od amug6}1ng narootloo trom 

I apan to United Utoto1 l nYolYlng lpoolallzod u10 ot tholr 

own 1toameh1p llnoe wi t h oon1oquant liability t o ponalti11, 

roal1aat1on our Tre&8\11'7 ' • doto rml netion t o 1top amuu lin& 

a1 oYi donoed b7 our recent 1a»roe~1Yo ottort1, and to un­

faYortblo lntornst l onal l l gbt a.utslln& trattlo now plaooe 

t hn , will worlt · t o nop - t &lla& out of lapan and 11 now 

ln r oooptlYo 110o4 to-rd aotual otteot1•• ooopor~tlon. 

f raotloal eolutlon rooa.mon4e4 11 t ho lt&t1oll1na ot another 

Tr .. ftr7 Attaob' i n lapan dtaohod to •ba .. 7 wbo eball bo 

a 11gn1d ezolue1Yoly to oarootio1 and Wbo eball operata 

opoul7 ao tho &abau7'1 oontaot. Pa:raont ot :rew&rdl tor la• 

t ol'III&Uon can be UapallNd wltb, lt •••lr .. , u ••• .. • fd 

oo4 .. Yor aot depeD4ant t hereon. The toroeo1Da will not 

arteot aalnt onanoo or ozl1tlng arrauaomont tor ozoban&• of 

l ntor.etlon between a.bal17 and Foreign Ottloo but will 
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1ntolli€en\, peroouablo, an4 oooperatl~•· Batabllobaea\ 

or euob an ln4hltual bero tuno\ioaiD& ae \he atbaoq oon­

toot with rorolgn orttoe, or aero preferably w1tb the ~ 

orri oo 41root, Will roeult in t..o41ate aotion on oxobaDae 

ott 1o1ol lettoro often runnins into •ontha. Tbie Treeoury 

Attaob4 belng i n 1mme4iato oablo oa.munioation with oar 

oxoollent Treaoury Narootioe Intor.ation qotsa rooontly 

ootabliohe4 hea4quartero San Frano1ooo and so oueooeotullJ 

r~ot1on1Dg, oan plaoo at onoe i n banda or Japano .. autbo­

r i tieo i nformation on proopeoti~e smuggling en4oa~oro 

whi oh wil l enable t heoo aut·,oritioo t o thwart them batao 

naroot ioo got aboard eb1p t o leaYe Japan . I ba~e talked 

o1tuat1on o~er with Japanaoa ottioial in the Raae orrloa 

raspono1blo t or a1l ant1-amu&aling ontoroement. He oaid that 

an arrangement tor d1reot oontoot with Pret eotural polioo at 

lobo and Tokohaca with pra .. nt Treaa11r7 Attoobh a1tuate4 

t horo or ooneule oould not be arranged o1noe t beoo pol1oo are 

not pond ttocl to deal dlrootly wit 1 ropro .. ntatino or t orolp 

ao~oraaento but that tho propooitlon CNtl1no4 ab~o woult 

be entirely aoooptable to hill and t hat he ooulcl tra~~•U 

1nto~t1on euppliat t.ao41atol7 t o Prot .. \ural pol1oo. 

Ja paneao oteamoh1p ottioialo with wbGa I \alta& eath•oiaell 

oolly ta~or aboYo plan, par\ioularly in Tiow ot opoolal l ... 

u .. ot t boir ohipo by lapaDOoe -w•r• tue or.w ooatae\a. 

fTopoo1t1on a bon bolla 4own olllply to atoUoniq 

a nother Tr~ Attooh4 here to wort on nareotieo oal7 ... 
pE1!14tl 
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proT14aa the a441t1onal oog ueaaa ·ary tor qu1ok aotioD. 

Such a step ahou~4 be iaportant in in41cotlng t o lapaD& .. 

GoYarn.ent t hat •• a ean bualnaaa i n atoppiDg narootia 

~~gllng an4 in inrluonoing tho~ t o taka one atop a oa••earr 

t o atop naroot1oa aausellng traa lapan , namal7, t o 1natr .. t 

t ho pol ioa, t haaa bain t un4ar nattonal oontrol, poaitiTalT 

and tlatlT tbat t he aau£gl11lg auat be atoppe4, Polio• •78t .. 

ia auah t hat aaa• can be 4ona. 

AboYa t orwar da4 tbl'ough ilaba ea7 1'oQ'o tor ooa ant 

Comman4ar Thoapaon Di ltraa1Ur7 
Unquote 

a. llabaea7'a aOIL"Ianto tollw ill aaparata talagru, 

DI CXO'fllll 
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lla1 18, 1933. 

The Honorable, 

The Seoretar:r ot state. 

Sir: 

lleoe1pt 1B aolcnowledged o.r your oon!'idential letter or 
.. prll 18 , 1933 , your tile FE 8~.u• J{arcotics/, regard1J18 
in-restigo.tiona in Japan or matters rel a ting to the 8DIUS£11Dg 
into the United States or narcotic drugs or Japanese manurao­
ture. 

You state that , tor ~ !" lttlsons , in view or conditione 
existing at the present ti.me, your ilep..rt::~eat coo.sideru it 
adTiaablo that all requests to the Ja~ese GoYernQOnt tor 
t he 1DTes t1gat1oo. or eaBOs involving narcotic drugs should , 
tor t!le Uno bei ng1 be present ed to the Japane se Foreign 
Offlce by the ~rl.can Embas sy a t Tokyo. 

I have to advise that , while t h is Department ha s ample 
racillties and qualified personnel in t he office or tbe 
Treasury •• ttaohe at Kobe t o conduct such investiglltiona, 1n 
Tiew or :rour statement that conditions existing at the present 
tima make it adTiaable tbat requests to the Japtmeae GoYern­
ment ror aarcotio investigations should be presented to tbe 
Ja:paneae .Fon~ie;n Ortice by the ..:nericao. E!!!bass:r at Tolc1o, 
thia Department 1a willing to acquiesce, tor the tiM belDg, 
in tlJe plan :rou suggest end 1B a ppropriatel:r inatruotinc Ua 
ort1c1ala. 

B:r direction ot the Secretar:r: 

Reapeotrully. 

(Sig;•d) L. w. Robert, Jr. 
Onder ~eoretary cf the Treaaur:r 
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TREASURY DEPART MEN T 

IHTCR O fPP'IC& COMIIIII UNICATIOH 

la'JI)JWIDIJi OF llAI ' S ACTIVITIES 
POR FEBRIJARI lS'I'li. 

To THE SECRETARY 

~oo• I.IR. IIAGILL 

1. Tn•tioa of lion=!!eeident Aliens, 

oAn February 15, 1937. 

Aa the result of the conference thla DOraing betlreen yourself, 141' . Landia, Nr. lleclea end their reapec tiYe staffs, i t """ agreed t hat our propoeal 112, which you reCOlllllle nded, would be put into shape. 141', Landis snd olr. Eccles w1ll give ae supporting a8lllorenda tomorrow morning, and each will eend t•'O men to confer at 3 P , /d , , tc~orrow regarding t he proposed l egislation. 

2 . aurenu Admini@tratiop. 

Couissioner Helvering, llr. Shafrotb and llr, ~rrs ( " ho 1e Head or tbe Tecbnicel Staff) are cocaiq in ~ednesdq etternoon to diSCUSS the possibill ties of creater Cooperation in the settlement of eases pendiJ18 for hearinc: before the Board of Tax Appeals. llr. Herbert S. l'lood has &iven ae a long llleiDOrnndlll sugge etinc clwngee in the procedure for the deteraiMtion of deficiencies in ineoae taxes. The general tenor or his suggestions is in the direction of giviDC greeter po~er to settle eases to the local Internal Revenue ~ente' Offices. Be also reCO<ooeDCis placing aore coapetent aen in the loeel ortlees with a vie" to i.llproving the quality of the auditine or tax­payers• returns. 

Dictated but not read b7 
Nr, llagill 
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TREASURY DEPARTMENT 104 
IN TO OI'PIC:K COMMUNICATION 

""nr Pobruary 15, 1957 

Subject: ConEoronoe on Revenue Legialt.tion, Fobruo.ry 11, 1957 

Present • Soorotary Llor gontbau 
Senator Rarriaon 
Representative Doughten 

Ia . Oliphant 
IJr . L. !!. Pnrl:er 
IJr. l!t.gill 

Senator I!Arriaon stated that ho toOUJ.d like to get an ap-oomont 
bet11<1en tho troaaury and tho oh&in!len of' tho tno cOI!!l:ll.ttoes, before 
he called a ... oting of' tho Joint Co=l.ttoo on Internal Revenue Tuation. 

Ur . Pnrkor aaid that he had boon atud.ying tho manutaoturor •o 
oxoioe taxes and undistributed profito to.x, and had requested inEon:.a­
tion and utbat .. from tho Treasury, Tho oetilmtos on tho undiotributod 
profits tax revisions W!.ioh ""ro requested had bom sent to himJ and a 
copy m a put before him. 

Senator Harrioon euggoated tho desirability of' amending tho ~ 
dietributod profit& tax l aw to pr ovide sate relief' to debt-ridden oorpo­
tatl.ona, and oorpor,.tions wishing to expand their plant. llo augceatod 
eoJ:e pro-.:iaion tor orodita tor beth purpoaea, and for " general excption 
from tha tax of tha f'i.rat 10 to 20 percent of' undietr ibutod oarninga. 

Secretary Worgenth&u otatod that he had floated ~24 billiono of' 
aecuritiea in three yoara1 that he thcUj;ht that deficit flnanoin«; wat be 
.topped it "" Mre t o avoid currency innation. Tho bud~;ot oan probably 
ba bal o.ncod in 19S8 if' "" keep our pronont rovonuas, and do not add now 
expenditures. It would be bettor to injure a tow people by unr&ir taxes 
than to ruin tho country by uncontrolled inflation •. 

Mr. Pnrkor aaid that hia inveotigation showed that i t would bo 
practically impoaaiblo to provide a full credit f'or paymento on dobto 
without ruininr; the produotiTity of tho tax. '!'be ! rouury oot batoo J.nd1.. 
catod that thoro would be a loss of .1ST Dilliona, if the tirot 10 percent 
ot undiotributed oarningo wre exoz:pted f'roa tho tax, 

Ai'tar ao,.. f'urthor discuosion, Mr. Dc\1&)1ton 8&id he wiohe d to put 
tho extonaion of all the oxciooa whioh expire in the auzmer through hia 
Couql.tteo in the next ton daya . San&tor IJ&rrieon indicated that he ~d 
pro~or to wait until about ~y. before takins up the bill in the Senate , 
since 1 t 100uld be eu1er to put the extona1ona thro\1&)1 it the taxeo • r • 
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Secretary llorpntb&ll t/l&/17 - 2 -

t.bollt t o e:zp1re. lie &leo at&ted that he telt, 1n Yie• ot the 
Socrotary•a at&te-t, tb&t -~to tc the UZI411tr1blrte4 prot1ta 
ta.x ahollld -.1 t llllt1l &tter llt.roll 16, .,_ the ret.uua - 1n, &lid 
,. ..-n aee "-tter ho1r the rrrezuae reoe,1pta c.-pare 1r1 th the .. tla.tea. 
!he Secretary •1d ba -.ud ao t.clrtee the Preo1dct. 

105 

'l'he Secretary alae aaid he lli&ht ban ·~to pr opoae tc 
the CCDBitt..a tor qlliolc action, 1n order t o oheolt tb& inno• ot toreip 
gold , probably a e1aple 1no.-ee 1n the 1r1thhold1ng rt.te em non-reaident 
aliena . 
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February 15, 1937 

I told Bell today that twice a month , while Congress 
is in sess iJn, I want to go over wi th him to the White 
House with a statement showing how the Budget has changed 
because ot new legislation and g~e him a picture ot the 
s et-up . I said to Bell, •I do not at any time want him 
to coce back and say, 'Henry , whY didn't you a.nd Bell warn 
me ot thi s or that change?•.• 

lOS 
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~ .., llAIDCil rca •. IlLLI 

,.(\ ::C.• :vllw1ii& r .. _ e•l• ri'h taa n-uoa w1U. ro.,.n h U.o 

f &•era! p'llllllo -"• procna w lie prertdod tor • U7 1a tu ......-. 

file oou .. too o"'-lttod ..,.., tiM -1 ,,..,,_ ot about t50Q,ooo,ooo 
oro to a lar&o eztoat Mood oa &llthorlaatiOIUI tor p11bllo worka '1111\loll II&Yo 

•&oaoloo, " -"•"• aro DOt baood on aey prlor authorhat1 .... 

~ .... or \bo 811r e au ot l oola..Uoa and tho ~eau ot I ncllu Attalro, tor 

\ \-_ --.lo, a ppoar tor tho tlret t1ae 111 tho oetlaat oo ot approprlotloa. 

\~ { fbo fora ot tlw autborhat loeo tor publlo work& •arloo -terlall7. Ia 

, ~'\ ~ ooa. oaooo, ouoh •• publ lo buildin~• &Dd rlYOI'O and harboro, thoro io a 

&••rol autbor1aat1on t o ooloot trom the lht ot projooto oubalttod 

porlodl•lly to tiM C""'rou. In other oaooo ou oh •• Yoderal del 111&11• 

'11111)'0 \M owthoriaotloa ooaohto ot u -- oourlJII a opooitio period 

! ......... . 

A third type h tho alltbort.aai>loe la a clotialh e=tJa' tor o opooU&t 

projoot. 

At U.. laet ooooloa of Ooacroo• outllorhatloae tor poobllo wl'lul 

aaautod to obwt 11,100,000,000, prt..lpal u .. bolJII tho lllp'lllll)' '"• 

tho .holulppi llhor flood c.tPOl ... tbo a.t.lko nood c.trol A.U • 

Ia odcll\loa •• U.ooo oftllorlaatl- .. liu'al lloe\rltiedloa "" r..n•• 
•• aaUaoriaatloa ot 1410, 000,000 tor !Mao w u• la rwol ohnrltloaU•• 

Thoro _.o t..l'Odod la •• hcl&ot ootla&too ot .,...,..tau .. tor JNbllt 

wrb twalla& 11165,000,000 ,.,tl7 bued oa \booo ..U.orloau .. , part&, 
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oa prior autbwlaa\liDo uo1 parUJ tor ,,.j_o tor *1• ao ,.. .. ,_ 

ntllorloa\liD •• M-aary. !Mro art1 oUll -~· a..._la\1-

tor whit ae .. u.t.o ll&n Ill JWt ~~- pro-.. , tAali"C ab ... t 

U,l,OO,OOO,OOO, ot *lib - &boat 11,15() ,000 ,000 lo tor rhoro ... 

harboro , nood ·-rol ... bl_,..,... It -14 bo approprlato to •• u .. 

horo tbat tho odotllll bl&h•J authorlaatlOOlo ""1)' oonr tho thoal Jlllrl 

19}8 Oll4 19)9 althoue)l 1\ wU1 IIAit bo ·nooooaary to appropriate all of 

tho _., la thou two )'lllrl oluo til& a.-1 oop-lturoo -or pan ot 

t ho authorloatlooo wou14 bo 4oforred to 1~ ood eo appropriatl .. o-.4 ~~ 

ado prlor t o tll&t u .. o, 

Ia -otloa wltll tho report or tho latl-1 Rooourooo C-'"" 
OD puUlo .... In plonnlDI wllloh •• oubalttod to C011.1r111 bJ tho Preol4m\ 

OD Pollruar,. 'rd, lt lo oODtlafllatod that thoro obou1d bo a 1oq·t­

pr..,._ '""""' forth .. lht of projooto wloh ca.crooo al"" .... , .... 
t or adept"loa llllll •Moll w.Ud an ao a roo.,....olr t.... *loll to 4,_ -

lt•• to llo 1aol~- la tho ....-! poai>Uo -rl<• pro,,.... -- la 

tho ludcot. n.to -u - ,.. .. l,.do Coa&roll tr• aai<Uc ,..,. obdc• 

Ia th& autbwlaatloeo o1tllor 1a t)'f•• or .... lr or ln aa-•· lt ,_,.,_. 

pr .. ldoo tor aa an~~•1 rwhloe of thooo projooto oo ao to •latalD .,, 

rooornlr. 1'1llo 1)'1\ID -u ,rondo a '""""' or apprond projofto ao 

tllat la U•• ot ••roeal- .,. YOl- ot palllto -ko --~- ..... 

" • ra,141)' ......... 

Oadw •• ,.. .. _ .,., .. "'"'" to .. ...-tal• t .. .-.u1 ' or 
,..,."., ot odotllll •-.ortoa\l- ... la ...,.. .-.. tllo aftloort•"-
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..-ala • t.1101 booka tlu••cb \be .... tw til• -.:, bua tal"'ll•te4. 

O.a 41ttl•lt7 expert- wttll nob •tllwlutl .. u - h ot caat. 

tU, are tr.qol.tl 7 ao.-.l to lte ..... tor, rootller tbaa pera1 .. 1Ya 

109 

a nd pranu•a 1a brw,bt to bear to .__.. approprlaU•• elooplf b-u•• 

t hna avthorllatl ... hllYa b- •4•, raprdlaaa ot tha praa•t aae4 

t or oarr,ln1 out tha llllt.borlaatloa. I t t oo 1ar1• a •- la authorhe4 

t or ftrioao ola11aa ot ,....11• wwlra projaoto 1t •111 ba cllff1ou1t t o 

raeiat ~ ci.....So tor approprlat laaa Uld Ua t..s~ wlll ba to 

law••• tba ,_al ,....u. -'*• prop.a tar b.,... tba u nlllll ..... 

-"aaplate4. Por •-..le. at thla oaool• of Coacr .. a bUll baYa b­

latro4aoe4 prodcllll& tor poob llo worto nah •• bulldtago, riYara aa4 

harlloro, flood ooatro1 aacl bouolll&, wbloh authwlla appropriatlaaa ot 

ab.,.. t5,000,000,000. Ot ._. •• .aliT ot thaaa billa will awar ·~ 

C~ttaa apprOYal, bat • the ether b&a4 there •7 be a atroac ••t....,. 
.,..,. ... tw • ..-a typao of billa - •• tlae4 aoarol Uld boaalal 

wblab will add 1\ortllar M&• •t.laoriaatl_. to tioNa alrad.J eatatill&• 

It •- to ba ••t ,.ertoat to att .... to a•aha - ..,.,.1 OYW 

the autlulrhatl• of .,....,ri.u.. 1a ardar tbat a aatro.1 war .,,,._ 

prlau .. t.._.alYao •J' ba •4• attaatlYa. llalaoo tll1a 1a .... lt will 

lte a:at,._lf 4lttlllOilt to raaht tile ._., tw baraaa .. pooll1la wwb 

.,...,rtau ... partt~l,. with t111 ......... 1a -~~ llll_u_ 

tw tllaaa ,.., .... . 

It 1a 1lbftaa t.,ortut that til• '"" sh1 zca-laa be ..-.. u.. 

la tba a-U• ot tllalr raapMtlYil ,.rta Ill till prepoooa ao that tllllJ 11lU 
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aot ..Senab -tnoU• • a Malo.._, will auuoarU7 -• u..,.... 

1111 '"' .... ~ ...... ,._ a ....... ,. JMN• ,.... as-t• _, ••• 
witldla ..,iBUo ..._.. ~ ao u tM rate et ,....,.... • tM projooto ... ao 

to U.• Wtt&U• •t - proj..u. ftot .. ,.._,. et ..,...,rtatt• .... u-. 
1a u.o 19~ t.qft ,.,. c-oral ,.'l>lt• wrb ~ tl!65.ooo.ooo ... witll u.. 

prollalale ._.. tor -uoraU• or rlftro ... Mften ... tl.., ooatrol 

projeoto tile ... tor • detlalto aU poolttw eoatrol nor tile op .. clinc •s••t• 
lo rodll7 appara' 1t tu _, ot ..... pallllo worb lo to..,. h pt wltllia tile 

lllll'-ot t500.ooo.ooo. !M w.n- .s.,.,.._. ,.... •to'blt.-..eto lJrrohM 

eMoold ..,. s..au.n .. • Uato}J t~oat Uoelr .. ft swecraa _, be pluM<~ ...,. 

earrl .. on •• that tile rote ~ apeaUtve will r-ia wl thia cletWte Uatte 

tor tM .at dz ,...,. t• ftlleJ'Wlae it wlll ae\ be ,..et'ble to ..VOl tao. 

eoet ~tao. ntlre procruo. tb .. e Uatto olloulcl 'be dete .. iaN ud tbed prier 

.... l.Ml .... la tile 1~ ....... 

"'- u., ., pro,..U prepared ll7 tM .. ,1~ ._ __ o-lttoo -­,... __ ... ,.u- •t u.. w.n- ..,_...... 

... h' ... 'eotU!hl to ..... ntollp\ ............ "' tM c..l\too 

•• oopepte tu ... lralll• ,._ til• ..,.. .. ,,...le. u.Mr tiiHe proj- tile .. u • 
.... .. ,..uaroe et ,...ral ,... t• tM •b JMN -u w 15.ou,ooo.ooo ...,. 
at ..,. _. et *' ,..., .. u -u nUl r-.alre t'IO.ooo,ooo -. --.1.,.. t11e 

.... ,..... n. , .. ,.... l.Ml .... Ia tua ...., -'"., .............. ....... 

.... ..,..,_ '",.... ... l.Ml .... ., .. w, • -· rl ... pro~ 

ftl*,..... ..._ .. ,..,.,.. • .-.... ftlero ill H\ ,__ • tM tols.ia&,... 

, ... total _"_, .. _, ., ... , ... ral '",.... l.Ml .... Ia • ""' ,.... •• 

P"Cfta"' .,.. ~ wwlt0 ua&lliPd .... r tile .............. , I .......... ro-

plllr...,. --.n\onsftla. 
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c--•• ........ 
1. - ltreeta ... &1.-..r•·· ··········· t1.189.nJ.527 t61..176.~ a. - ...... · ·-lac lllaillatt-• . . .. . "'1•J(IO•OOO ,. - ••u-1 • t uhc• ...s tqutp • • ,7.502.101 1.668.111 4. - .. ,l•llrl~• .. ............ ..... ..... 689.5,1.636 125.755.921 5· 11- 01....- ·a.. x-..c .. , llcNal,. 

prej ........... . ............ . .... 4.471.= 6. - All ... .....-,~ .... j..u • • ••• • •• 52.011. ~.~1.766 1· - trrlptt•. Drala~ ... n ... 
C...rol •••••••••• • • ••••• • • • ••••• 1.6le.eo1.841 19.000 e. - .. ,. ~~,!-................ 377 .J00.765 5.000 9· - ,..en c-- u• • Dnoolop •• 
.._ ,.,., .. ~ ... • ,.., C:O.Vol •• 316.955.069 611J.675 10. - Wat~rta Projee\a, •••• ••••••••• 3.~.7<» 3.a6e.411 • 11 • - 1--.r Prej•eta••••••••• • • • ••••••• 1. . 817 1.6110.,23 .... 11 • - llen r to. ou. • ... tl-c ""'j• no 416. oee. 9116 7.257.* 1,. - c •c•l1 .. r .. tllttea ••••••••• 9.385.!1112 11.541.9 7 14. - la1lrea4a •••••• ••••••••••••• ••• • • 2.151.,50 5.609.715 15. -Water la•,lca't .. A14a • • • • ••••• , •• ~1.)49.)03 16.554.704 16. - , .... 1 • ••••• ••••••••• •••••••• • • •• 7.845.000 34.170.151 17. - AYlatl .. Al•• ... Pael1ltl ... . ... , .857 .61.4 3.794.171 18. - Pl·=•· , ·- • ., . ...... 1 ....... 195.311.747 

19. • 11a .. 11a ........ ................. " •222cll,l 2•1.86aZ12 
!ot•l• • ••••••• ••••••••••••••• t6 .1147 .035.861 t189.6le.661o 

t .U.l c.•\1"11-nioa ••••••• ••••• • • t6.247 .~5.861 
! eta! l epaire•••• ••••••••••• ••••• 1189 ,611.661; 
Total lce-eaea~rae\l ............. 2!!.o6L.2!1! 

OreJ~ total• • ••• ••• • ••• • • • •• • t6.516,719.o67 
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ftlo c-ltteo lou •~"-t la --•tl• wUil lu repen a • ..,l.­

•Jrt&r7 ,.., ...... uataace 1ou1a ,,...1_ ... prop- ...,...._.lac • •-.r 

repert. tkore lou liMa aa ewal_.l• ot tM '1'&1'1- ,...,._. lno W. 11•••• 
\llOIO rn ~ .... tu l1111111tcltak ~l&•U• or -u..u., ... , ..... 
'llllall •Ju•alcl 'lie cloterrecl ~11 • later clau, !be prej- -red 'bJ tllla 

n.-,. lat!l'IICio _,. 'llhlell wwlcl 'lie • jolat _..rt.ali:tac 'bJ tile , .. erll, auto, 

ucl looal ,owr~~~~~ta\1, flilo otkere -tel be cllr..\17 u4 Mlol7 hcleral 

proj-. 1M Pocloral prej..U Mtered la tkl• .-..,. .... aot 1a aclcllU• 

to tkNo ..tal_. 1a tlla au.,._.. ,.....ral publle 1Nitb prav- kt are 

~rdl:r tke •- prej- 1ep9pt .. ...-nor wltll r01peot 1:1 tllelr iaF•rh u, 

-·u,. ... ftl•• 
ftlu ropen tvalello• • ••plo ot wllat tllo C..lttoe boU-7'p1aaaM 

PMeral _.,. precr- allftlcl be. It ua• late -lclereU• tile p.-1• 

.. a ..... lo, ........UC 1a lll1acl lu ralaU• w auw ucl loool ph•'•'• It 

a1ao taDo law -wonu• - ralaUw ... 1 .. et tile •rl- prej-. 

aot -17 wltllla • ot... "-' .. 'Ilea •• elu•• aad it 11 ,__r ...... • 
till •l--ot tlala& ... - ....... 

1M repon ot tM Groat PlaiM c-lttN twalallao • ,,...,... tw tM 

•• ... clowl.,_.t or tM Groat PlaiM .,.. ucl 1a port tll1l ....cr-
U.l- ,..u ......... •SIIIllar 1a ...... w -..o lMl .... Ia - ........ 

loula .,_,.. 1'110 ...... lal el ? Ia ...Ula& - p.-1• ., - ...... 

P1ataa u -wr ... tlla -1 ... -..lora• ot ........ IMlUtS.. 

ter •-'Ill• nortac .... cllatrt"""ia&• 11- or* ~Arc-..,.... ot ..._ 

p.-loa. 1'110 ator ,..,._. ~·•••clocl 1a tM ...,_. ot ._ lroat Plas. 

c-t--. ....... -oartl;r Ia 8111ltl• w ...... lael .... Ia Olllat1a& 
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Great n at• c:-ltwe ,,..,_ .. U. .. ,atalU• at larp .,... at 1 ... 

ro.plJ appraia~ at ~.ooo,ooo ...... n. Mill~ at t •••...-1*1• ... 

eoll n~ ... dnelo,...t at Mll --u• praet l- -utwte 
a.~otllar ,._..at,..,. Precr-• .l t:lolrd pllue la u .n-l• at .... " 

... u. deftt.,.oat ., , ... I'Mfttl-t procro- 1a .... , ....... ..ro acata, 

u la ...,. ouo ot ...,. .,...l.Da&a 'bula propoaala, ~ro l.a a -al'J tar a 

113 

tM pl ... ot tUa c:-ltwo ... -17 • earriod out tllr•p U. _,.ratt• 

ot aU tllrM ... ,.,. 111RIMrlaaUn tar .,.,...ltare ot Federal ,_.. , la 

larplJ • .,....., • u. aut.• ... l..tlu .. • wt.lltac-• ta ..- U.lr 

....... t ......... 

It la .-.dllJ _,,..._. U. tMre -t lie al .. a Merd1•U• at 

avu.ar1 .. u- fW' ~- .,._ at pnj..W 1a ardar ta aftld an .. 

..., ~ll•U• .. 1awrta,...... llaa •• .,_a ,....,_. !M Wwet..-• 
at Ill,...,., rlftft _. ..,.,_.., _ _. .. tar tleed ...V.l, roe~l• 

prej..W ... .U.er palllte -• _, lie M ,aa U u.• 'MJ wlll _. 

,._ U. •laaa'- at t1eM ... ao pt 1llllA •• .,.,. __ ,.. wtt¥a U. 1eiM 

tw J'OIIN• 

"""" te ,.....,. - .......... ,., ...u.llilll .. ~ .... 

at a ,..lte _.. pi'Ojeft .._ ~ te tw 1 t..Ulll& .,. •U..teo~ at 

.,...,rt.u.. tw &If' 11- JM'• ClaM a pnjeft llae "- .........,. tt 

le ...,._lr dlttlealt w aftU a._..., •• , ..,...,..utt-. ,_,.., • .._ 
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1a a 1-1u:r at.a. lou ...n.,... ,.._ 1• ..... to u..pt. n .... ek. 

Ir * awt.llwlaaUoa .xlau ud lr at t .. - u .. \lien 1a a *k at 
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to uoW ,.. -,preprlaU• u -' -. •tllerlaaU-. faa ..._. aa b­

'l'iuU• to \lie e.cree• to •tlulrl ... ,..uo -a wU1 "-"1...,11' ,.._ 

oult 1a ..., -1 ~ t. 1a -o•• at t500.ooo.ooo - ..,....., -. 
.. ,._, .. ,,... ..... ,. t11e ...,'" atc~~t lie w• wttaata u.t ttpre. 

At tllla ••ot• tar ._._ tile ce~~~ree• llu a•tllarla .. tile -

or t20.ooo.ooo at ,.._tn.-loa n-.. earpo ... tloa ....,.. tw ~ r.r 

rallat _. ........ UltaU• at ,...._ hff&rill& 1o .... ,.._ tl ... ud 

otllar. 4laaown. fllaoa 1- wlll lie -... oadar te,.. wldob lJI '"I'J ..,... 

ot tile ..... wq ......... tlloa tile ..,.lft1..t or a p&J~t. Tbla axpoadltva 

la..., &MiUoa ta tile loldpt R'llllitt-' a""'" ol.z -t:o ac•• IIIla lacla• 

1ot1• la ei\M ..nl:r u ..., ..-p1a at tile t;rpa or oil'..___ *1• 
-.14 ..Uwta C.Cree• to ...,... a Pnct- at ..,...lte.ra. It..,.,.. 
oboal4 11a tea 1arp a r•-lr at ...U.Orl• .. prajaek c.creu ..U 

"-"ltnl:r ;rlal4 to r ,.. tw ...,...,uu- ud lt 1• a-"1111 t11et 

••r:r ..... 1111 _1 ..... , ... -u .... &1 ..... ta tllalr , ...... _ .. plaM 

la tile 1-c taN pncra. 
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TREASURY DEPARTMENT 

INTKIII O~c• COMMUNICATION 

.,.... rehru17 111, 193'7 

The ll&rbt tor OonmaeDt S.cur1Ue1 

Shoe the peo .. her 10\b lWpclPC 

'!be geuera1 l ..,el ot \be conrD~eDt a~1t7 urnt baa uclercou 

a d.eo1d.e4 eh&D&9 a1DCa \be :O.C.ber 10\b ti~>&~~ci~~&. Ill earl7 Dec•ber 

there waa &ood. d..and. t.brOQCbout \be Hat but atace til• !reaii'CU'J' DOtaa 

el>d abort 811.4 tah,..d.late ~r•II'CU'J' bolide haTe reoorcled. ah•hh loaaea 

wbereea loa& bon4e han, tor \be moat part, bHn at•4J' lilld. ia &Oo4 

4....,4 u4 at the pratallt ttae aoat ot t h • are aellla& at bieber prtoaa. 

Rae ... u,., howner, iDTaa tora han been reluctut to bo.Q> loa& boll4a at 

cUI'NDt lnele. !hia elwlc• baa renlte4 111 a crad:nal nanonac ot tile 

71•ld. aprea4 be- abort 8114 lOU& utnrHlaa all4 praa•t• qaita a 41tf• 

er..,t pletnra thaD that Jn.at prior to \ba t1~>&~~o1ac. la Dec•kr, a 

1 1/~ n ... ...,..,r aote waa ottere4 but at prea•t lenle a conpo11 ot at 

l•at 1 3/&f, 1a called. tor la a ti.•...,.•r utnrt t,. u4 thla '1f01114 prollalllJ' 

••11 at a p~• ot betwHil 3/8tba all4 1/a ot a pout, JJq boll4 otterial 

witll a Ute baa tllu haln ,.aara woal4 han to •ri'J a hipar conpoa 

thaD waa 1a41oate4 1a Da-ber but ...,. ottart-c ot a loac boa4 ooal4 M 

.. d.• at the a ... rate, with a poealbla azteaaloa ot tba llta of the lloa4 

117 ozw or aora taara. !be a 1/gf. thi,._ to a•••taePJ'•r bo11d. otrere4 

111 Dao•kr baa baa popoalar wi\b lanatora, parttCII&larlJ' -u,., all4 
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Durtac t.he period bet- ~ller !1, 19341 (\he laet lloulnHe de:r 

before the te:nae of the Dec•ber 1!1\h flllancl~ wen AJlllOWlCad) eJ14 the 

preaent tillle, \here hee been tor \he aoet part 1'ai'J little llqllideUoa, 

bu.\ contlderable swl.tcb111C cut or the thor\ aa4 lato the loJ~Cer 1atrO.ea 

bas been reponed e%14 t.hh, plua t.he lack of d-..4 tor abort lowee, hu 

reoul ted. in declinlac priees tor notee and abort bonda, In t hlo period 

uader r.,.iew loeua ouatalned b:r t.be 'l'reeiUI'J notee wbow a pret\:r ceaeral 

decline, raac111C traa 22/321lda b:r the aborteat maturltiea t o 38/32ftda bJ 

tba lont;eot. Ill the !reeour:r bond urnt, abort &Dd lntemedlate houea 

b&Ye recorded .,..,. larcer loaaaa than the notea, theu I'IAC• t .... Z?/ 3ar>Aa 

up to 61/321lda w1 t.h the 1arceat louea oeeunl11C in \he hwea oallable 

in 1943, 1944 e%14 the hlp coapoa hwea. 'l'he 2 3/'- of 19413/~1 are 

currentl:r 13/321148 below t.belr Dec•ber 6th lne1, \he 3 l/8a ot lU'i/~2 

7/3211da, whllo all the other loll& bond& are about uehaliCed to 17/321148 

better. em an attached ah .. t 11 cl nn the pricu a a of Dee•ber ~. 11136 

e%14 7ebrv.ar:r 13, 1937 aA4 also the 11et chan.tl•• for thh perlod. 

J. nwaber of factors b&Ye coDtrllluted t o thh chant;a in the -rot 

and the .cat laport&At, certalnl:r frca a III&I'Dt 1'1npo1Dt, waa the 10111 

parlod of uncertalat:r that eX1atec1 aa to what future action would be 

talcen on reael'1'e reqllir•enh. ShorU:r after the Dec•bel' 16th fln&Dclac 

1D41caUon waa ch• that ln the near future -• iDcreaaa ln reqlli .... ente 

would be -a.. 'l'hh nenl ted la eaalat: prieea for the abort and ill \a,. 

2edlate -turltlea aa belle! -.. that it there •• an iacreaae it ...tt 

be -t bJ ""'" aelli11C 1a theae iaauea, &owner, prlcaa tiraed 'liP \lle 

latter part of Dec•bar but the trend apia becaaae downward wi\ll \lle new 

:r•r, ae to fllr\her 1ad1catlcna la •rl:r J...,.I'J of an tncreeae, lzoep\ 

tor abort perlo4a ot ti-•••• the auat coau..- aaeeq aa\11 the 
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acw.l -•' whiob c•e af\er Uta oloae ot bulaau Oil JU/IJIU7 30\h. 

AJ>other tao\or 1a \u acta urat waa a depl'ICleUoa la 'r1Jilh' ftlu ... 

to tba ~et ••aan aa4 o\Mr 1A4J.oaUoaa polaUa« \o \M aa4 ot utlol t 

f11WlC!.A& &114 poaelbll calh reU-t ot •- ot \be aotae ,,.. 1a tile MAr 

tv.t..re. Bo...-er, l'IC_, t.Yel.,...b, 1\1011 aa tM noote, han renl\14 

11l a<De apprac1aUoA la 1riebh1 ftluea tor \M li31 .aturU1ea. S\111 

&AOther factor ot 1JIII)ortaace 11 tu reolllt t read toward hichar IIOAIJ .arlclt 

ratea. !he !ree1UJ7 blll •rat rate atartbc with the 1r11k ot the 

Dec•ber !1Aallc!.A& 1D.cr ... a4 • cb wlllt "0Jlt11 laat wMk. The &IUIOV.IIC-t 

c! the plaA tor the ater111aaUOA ot coU ~ alao be aa1d to haYI ha4 ita 

affect Oil the abort te .. -rut. 
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( Cloalac CloliJIC 
114 P:r1oe1 114 PJ'1ce1 BORDS• ••!!eo. o. 11136 J'eb. 13. 1~ -== 

H/81 l'WJ/43 108,11 10'1.15 H/81 1941/ 43 109,13 108, 6 ~ "/4- 'lOA "' 
10;.1, lVO.l ~·~- ·-'J,-3/81 1943/47 111. 109. 7 '!,.1/u 1943/ flS 110 . 14 108.111 '!,.1/ ... 19ff/flS 110.12 108. 115 

.. ltff/154 116,6 1H. 18 3-'J/41 1114E>/~ 106.21. 106.18 '!,.3/41 1946/66 114. 18 113. 10 31 1946/f.B 108. 4 10'1. 9 '!,.1/81 1946/49 10 9. 108.1 .,.1/u 1947/152 121..20 120. 1 3-'J/u 19f.B/15l 104. 16 104,2 '!,.1/81 1949/62 108. 7 108. 3-1/21 1949/153 100.29 (&) 101, 13 
3-3/u 1961~ 103.2 103,6 
31 19151/lili 108.13 108.17 3-7/81 1955/60 104.115 10f,la 
3-'J/41 191>6/09 102.17 103.f 

IIO'nS; 

31 f/115/31 101,33 101,1 
:!<-1/ ... 9/lr>/31 102.33 102.1 
3-15/81 2/1/38 102.28 102.6 
31 3/lr>/38 103.19 102.2& 
3-7/81 5/115/38 104, 103,4 
3-l/21 9/10/36 103.36 102. 29 
1-1/ 21 3/16/311 101,31 101. 11 
3-1/81 11/115/39 103,17 102.20 
1-3/81 12/15/311 101.36 100,31 
1-f>/81 3/115/40 102. 11 101.12 
1• 1/21 6/16/«J 102.1 101, 
1· 1/21 12/10/ 40 102,1 100.30 
1·1/21 3/10/41 102. 1 100,30 
1-3/81 6/15/41 101,17 101.11 
1· 1/fe 12/lfl/41 100. 211 (&) 100,3 

•• Clo11Dc prl- diq Wore \be ---•c•nt of the te ... of \lot 
llec•ber 16\b f1-1DC. 

(a) .U of D-ber ltl\b, 
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.. , 
t!hen p 

~ ,38 
~ ,40 -... 
- .tlf 
- .61 
- . Sl 
... . !2 
- .16 
- . 40 
~ .zr 
- .31 
.. • 61 
- . 13 
- ,0'1 
.. . 16 
+ .oa 
• • Of 
- .02 
• • 17 

- . 22 
- .22 
- .22 
- .36 
- . 28 
- . 29 .... 
... 211 -.• 
... 31 
- . 33 
- .36 
... 36 
... 38 .. .. 
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J!UI&s .6aerioan l!!nebuar, Koaoow. 

Dl.'l'J:: J'ebruur lS, 3 p.a. 

J'OR KORGD'l'IW1. 

l'i th re:termoa ~o our oonTeraauon, I wish ~o repon 

~ha~ 1~ ia prao~ioally impossible ~o ob~ain de:tini~a 

in:tormaUon peH&ining ~o gold reaene. fha CloTerllllen~ 

1e oare:tully guarded b)' ~he CloTerllllen~ aa a m111 ~&1')' 

aeon~. luob in:tor-Uon aa 1e giTen ou~ ia probably 

u•ggera~ed :tor ~he purpose o:t propagand•. 

Aooording w ~he bee~ infol'll&iion aTailable a~ ~hie 

time :troa ~ba Bank :tor In~e:rnaiional SeUlemanu, ~he 

Leacue, 11he Geraan a~auauoal rear book, a •~ud:r ~ 

by 11be Aaerioan Legation a~ Rip, and ~he CJerman •ba•81 

a~ Koeoow, gold production in ~he lortei wu beween 
in 1935. 

tl59,ooo,ooo and t aoo,OOO,OOO/ In January 1937 an annOUDOe-

aen~ waa aade in the loTie~ preaa ~hai 1936 production wu 

38 paroen~ higher than produoiion in 1935. It thie aia~e­

aeni ia aooep~ed u aooura~a, til.:~ 1938 produoiicm. basad 

on the aboTe :tigurea, aaoun~ed 11o bewec tl89,000,000 u4 

taso,ooo,ooo. u ia senarally belieTa4 iha11 p14 produO­

UOD ia pGI'W1ll& T&ry fti!idly. fha loTiei UniOD 18 IDaralJ.T 

oonoe484 11o be 11ba aeoon4 l.araea11 pld produoer 1D the world. 

!')ae 
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'fbe •'atemente (poeeibly inepired) 'ha' han been ude in 

oertain quarter• here 'to the effeot 'hat the anm•el produo­

Uon 1e between 500 and 750,000,000 are undoubtedly gl'eatly 

eu.ggerated, einoe 'here have been to indie&Uone that the 

Sovie' Union bae .urpaeeed Iouth Affrioa, whioh produoed 

approximately t377,000,000 worth of gold 1n 1935. 

'fbe 1-t etatement of the Jaieeion Departllen' of the 
oontaine 

State Bank, ieeued in J.usu•' 1936, wb1oh/u the only off1-

oial publ1ehed indication regarding gold reeerve, indi­

cated 'ha' gold coverage for aoney 1n circulation .. ounted 

to approximately t335,000,000. 'fbe entire gold reeerve 

of the oountry ie not pretended to be indicated by thie 

etatement. fhe offioial rate of the ruble ie 5 to 1 

dollar; the bootleg rate ie 30, oompared w1 th the bootlea 

rate of 30 one year aao and of .0 two yeare aao. 
In a.eoerta,n1ng the gold reeerve the principal diffi­

culty ar1eee fra. the faot that not only are there no 

offioial figure• for gold production, but no etat .. ent re­

garding the Soviet balanoe of payaente wu publ1ehed by the 

Soviet Qovertlllent until 1935. In 1935 balanoe of ~ente 

were favorable to the extent of approximately t30,000, 000 

aooording to offioial etat .. ente; they were aleo favorable 

in 1936. 
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U ie ngnifioant to DOh that the 0oYerDaeDt h 

not eo a.oUTe in eee:t.ing forei@Jl oredlte. It hae been 

aore or lee• 4et1n1 tely eta ted that in the future only 

fiD&noial oredite of aore than fiTe year• at intere.t 

rate• of le .. than 8 peromt will be aooepted. 

I regret the p&UQi ty of thie infoN&tion. I • 

oont1DI11ng .,. effort. and will a4Yt.e later. 

lAID 

121 

Regraded Uclassified



- . T REASURY DEPART MENT 
122~ 

INTalllt O~CK COM MUNICATION 

OATO hbl'll&l')' 16 o 1937 

1. Thia •-ru.a... prnenh alten~at1To Procraa• of bill iuun 
and -.tur1t1ea d .. 1ped to aoc011pl1ah the following obJeotlnu 

(a) !o obtain a conoentratlon of bill -tur1t1ea of 
approx1ahl7 .300 a1ll1ona at each of the faur quarterl,7 
lncoa~tax ~t porioda; 

(b) !o obtain the -.x1.- praoUcable dacree of ui­
tonoUr 1D the hn .. ; ud 

(c) fo aohino theao obJactlna witbout erratic or 
UDJleoeaaaey fiuctuaUona in the aarecata 1'0lume of billa 
ouhtaDd1JIC. 

2. -.oh of the alhrnatln pattorna outUned belo• CNl be I!PPlio4 
with oonaidara'blo fiaxlbilit,. fheae pattern• all call for a n'batraiua 
of uifora ftelcl.7 bill hnoa, 4ealcne4 to alntain ez:r 4eaira4 Yol­
o! outotencJtac billa, excl'cleln of the quarterlJ oonoentratloaa, an4 
anothar Mriaa 4eaicDed to pro<b>ee t.ho quartarlJ ooncen.tratl ... of 
•t'clriu... »q of the patten• aq be 1Dtroanco4 t-dlatelJ, 1t 
t1011oror117 ~1-'-4 in tho -•r 011tl1Ded 1a the appcd1I to t.hh 
••oraacbul • 

.... on of the thirteen iaau.. in each quarter to be for 
273 de.J• ; t.ho atlU'Ui .. of the ~ni!IC aii to be oo­
trate4 at the thlr4 followillc quartorlJ 1Do-tax ~t 
porie4. It t.ho h ... • tor quartorlJ oonoentrat101la """ 
otfore4 alt-tal7 wit.h the 27J-4q i-• (GCtpt ~ 
the two woke Join111C the quartan, ..._ twe 27J-4q ia-
1001114 be offered oonaooat1Yal7) , t.ho7 WR14 J'II.DP 1D U.Ct.h 
troa aliptlJ 1o.. thea 273 da7a to UOil\ 110 daJa• lli 
out of t.hirto• weeka of each quarter WR14 ban no b i ll 
at'clriu ... 
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Secretar, Korceatbau - 2/16/37 - 2 

1'he -arecate Tol....., of bill• ouh'-ndi~~g would r&J~C• 
fi'Oll $1,650 llllllou baediateq after MOll quarlerq ooD­
c..,traUoll of .. tvi the to $1. 950 lllllloDo i-41atel;r 
p:--ie!" th.e!'et~h 

123 

II, Jill h .... o of $65 llllllOllO WMkl)" throucbollt the 
;raar. 

Zaoh WMkl)" offeri~~g ~d oonolot ot $llo llllliono of 
182-4&7 blllo ..,4 $25 lllllioDo ot billa •tvlllg at the tb1r4 
tollowiD& quarterly inccee-taz p.,..nt peri od , and therefore 
rang1Dg in l~J~Ctb tro• juet under 273 da;ra to Jut oTar 180 
4a;ra. KatvlUaa would UIOUDt to $4o •1ll1ono e&ch week, 
e.zeept at 1nco.e-taz PII1'MI't pori ode, when t.he .. tun u .. 
would ........ t to $365 • illlou. 

!be -arrecate "'l'lllle ot blUe onta'-'141D& would rtt.IIC" 
ti'01I $1,690 llllllone i~atelT after e&ch quarterlT COD­
eentratlon ot .. tvl tlea to $1, 990 llllllono t.u.UatelT 
prior thereto. 

III. Weakl;r bill lo~e• of $35 lllllione dnrl~~g oeTen 
out ot each thirteen weeko and $85 •illlono duriD& the olx 
,..eko prece41D& the quarterq inoo•e-taz pa;t8ent period. 

'1'.hJ'oucb.Out the ;rear $35 llllliono ot 273-da7 billa would 
be offered WMkl)", bat in e&ch ot the olx ,..eko preee4lnc 
t.ha quarterlT inco-taz papent period, an add! Uonal $50 
llllllono ot blllo -tvlllg at the MOODd aerl in.,.,__taz ~ 
•ent period would be offered. !he latter blllo WOllld r&J~C• 
in le~~gth betweell Jut 'IJilder 135 4&7• and al>ov.t 9S 487•• 
l!eplar weltl;r •tu.rl Ueo 110uld be $35 111ll1ou. 

!be -arrecate "01....., ot billa onhtudiD« WOllld ra~~ge 
tr .. $1,665 llllllou 1-..uatel;r after each quarter l;r COD­
ee~>tratlon ot .. tv1t1e a to $1,965 111ll1ollo 1BDe41atel;r 
prior thereto, 

3• !be thJ'M torecoi~~g patteJ>De .Utter pr18arlq 1D the tollowiiiC 
reqecha 

(a} Pat teru I ad U each pJ'OTlde 'Dlton ...,...h ot the 'I'Oell:lT 
'bill ottell'bc, $50 mlllou aa4 $65 111Wou, reqeet1Teln •--.. 
Pattern III proTideo tor $35 .allloeo offeri•• 18 HTeD olli of ~ 
thirteen wolto and ts5 111111ou off eriJICo 1D each of t.he lut eiz 
fteko prooediJIC the quarterl;r i J>OO•e-taz pqullt period. 
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Secretar.r Morcentbau - 2/16/37 - J 

(b) 'O'llder Pattern I , a II1Jl«le eeriee would be iuuad each welt; 
under PAttern II, •oh welc1e otterlDc would conaht of two Mriea ot 
41fterent lqtha; 11hereaa under Pattern III, there would be en ottar-
1ili cf ~-;:;:; aertaa 1.: ;ix ::t:.t e! ;;acl; th!rlaan nc~;. 

(c) Pattern I oallo tor 110 bill -turltlea duri!l« aix out ot 
ea.ch thirteen welte, whereaa Pattarna II and III call tor welcl:r aatur­
itlea ot $llo allliona and $35 llllliona, r .. peothel;r, exclu111,. ot the 
quarterll concentrationa. 

(d) Pattern• I and III proT14e tor a 1111batratua of 27J-4a:r billa, 
whereas the -turlt:r ot thlo 1111batrat1111 h 182 da:r• in Pattel'li II. The 
billa iuv.ea tor 'IU&J'hrl:r concentration would ~e in lqth troa 
juot under 273 4a;ra to about 180 da:r• in PAtterna I and II , And troa 
juat under 135 da;ra to about 98 da;ra in Pattern III, 

4. Jeeauae ot the Tol,_ and character of the outatan41nc bill 
h1111ea, AZJ:f one of theee three patterna could be put into tull oper­
ation onl:r cn4ual1:r OYer a period ot about nine 110ntha. 'l'bere are 
appended hereto two WQ;eated procedure• tor putUuc each into oper­
..tion, one procedure beiuc baaed on the &IIUI!Ptlon that a etart oonld 
be made w1 th the i a1111e ot 7ebru&l7 24 and the other on the aoaU~~Piion 
that no etart could be made until the iuue of lllarch 24, »¥ of the .. 
procedure• would take care ot the Jlme, Septeaber, and Dec111ber -tur­
it:r concentrAtiona, ae well aa the quarterl:r concentratione thereatter. 
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Al'PDDIXI 

~·•ted Procedure tor Inirodwlinc 
AlteraatiTe Patterae Oft 

hbl"'lalT 24, 1937 

Pattern I 

(1) llegianiuc Oft h b1"1>&J7 24, ,.. would h oue OB alternate Wlek,e 
$50 mlliofta of billa aaturinc at the third tolloll'ln& 1Bc0111e-tax J)a1'o 
Clea:lt period and $50 lllilliOftl Of 273-437 billa. !l'wo IIUCOelliTe 27J-dt;T 
houeo would be offered, howeTer, on the two WedneaclaJ'a brid«!DC the 
end ot one quarter Alld the be«iiiDiDC of the ftez\e (!be iuuae of 
Jebr1llll7 24 and llarob 10 would be 11114.-S~t•bor aatur1t1eo1 thoee of 
llarch 24 and April 14, llld-Deo•ber aaturitioa, ot cetera. ) rua h 
the propoMd NCQlar pattern, and would proddo a lwel of outetanc11uc 
billa l'aJICinc trca $1,650 lllilllono juet attar a quarterQ' rtdoJQ>tiOII 
to $1,950 allllone juat prior thereto. 

Tho ac1d1 tlonal h auee i ndicated below are required onlT tble Je&r 
to prodde the J une and tba r..atnder ot tho kpt•bor ooDOentratlou 
tbat would nonaall7 be proTi ded b7 the pattern i taelt. 

(2) The $300 •1ll1one of 11id-.June aatur1tiu would be produced 
by dx S:oeuie of $50 ailliono each on the foll011'i"C datee , i n addl tlon 
to t he regular WMlcl7 i .. uee of like uount noted bel01r1 hbru&rJ 24, 
u.rch J, llarob 10, .APril 21, jpril 28 , and 11&7 5· 

(3) !he ~id-Stpt .. ber concantratioo ot $300 allllone ~~aturitiee 
would be produced b7 the MCQlar h euae BOtecl ahon t o the extent ot 
$100 lllllione, and b7 tour ac1d1 tlonal hiUII of $50 allUOBa I&Oh Oft 
tho tour Wedneede;re of .rw. 

(4) The ai~ea.abor concentration of 111turitiea, and the .ub­
aoqu•t quarterQ' oonoentratlone, would be recuJarQ' built '1111 Ulldor 
(1) without ad41t1onal 1eouee. 

Pattern II 

(1) llloeiuH of the char&oter of tho outet&Ddl.DC bill h .,..e, the 
porlod betftan h bru&rJ 24 and llq 26 would be o.tllised. u iadloated 
1n (3) bel011', to IOC'Pl7 tho 111d-.1une, llld- Stlptellber , and part ot the 
aid.-Deoaber oonoentrat1ou of .. turlthl that would nb_.atQ' be 
ouppll eel b7 the pattern 1 belt. 
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.AP'Pencliz I - 2 

(2) !he patterD proper would be applied be«i..UQ& with tredneeda;t, 
llq 26. Qt. that date ud oa all wbeeq~Mat trechleacleJ"a, $)10 allll oae of 
182-dq billa, ud $25 allliou of b i lla MturlQS at the \bircl. followi'IC 
1nev:::;;.-t:.: p=;:ent l)erlod. ~d b~ te-n.~. (fh., $25 .UUou l•.u• 
o! llq 26 ud the U.Z... race"~ tradneada;ta would •tv.ra 111 181&.­
Deceaber; the aut tbirt .. a houee of $25 alllioae - et&rtiJIC .rue 23 -
......Udall aature la a14-llarch 1938; et oehra.) !hla patterD prortd .. 
a le,..l o:t o01tetuci.1J~C billa l'aJICiD« :troa $1,690 181llioae ,luet after a 
quarterly ~Uoa to $1,990 181llioae Ju•t prlor thereto. 

(3) 'l'o prortde tbe IIIAe, 8epte11ber, and part of the Deoaber 
concentratlono ot •t01J'ltlee that woW.d aonoe.lly be provided b)' the 
pat ten tteelt , the :tollowiQ& leaueo woW.d be offered bet .. ea :hbl'UIU'7 24 
and llq 26, 

Qt. :hbl'UIU'7 24 ud oa the flTI .uccllcliJIC tredneada;tos 
$50 1811110111 each tre411eoday, all Mtul'lJIC 111 1814-.June. 

Oil .t.prll 7 and oa the three oucoeecliQ& tredu.a&;Jat 
$75 allllo111 ....,h tre411eeday, all •tv~ 111 ald-8ept•ber. 

011 )lq 5 and on the two ouoaucliQ& tre411eoc~.aTII 
$75 llll.lliono each tredneodaT, all ll&t 011'1D& i n aid- Dea•ber. 

Patten II I 

(1) :BeclaniJIC :hbl'UIU'7 24, ... woW.d houe $35 allllono o:t 273-
cl.aT blllo aeoh troduode;r: a11d 011 MOb o:t tile ah: lredneade;ra p raoi41J1C 
a qnarterly lnooa .. taz ~nt period, '" would l .. ue an addHloaal 
$50 181lllo111 ot bill• -~ at the 110011d followill& quarterly 
lllCOill-taz ~ant period. ('1!>1• latter 11rl11 would etart oa llay 5 
to begin the a1&.-8epteeber concentration o:t 11&tul'itl11; oa the liz 
tredneecleJ"o praoecliJIC S.ptnber 15, we woW.d build up the 181&.-Deo•ber 
concentratlono1 et oehra. ) H will be obAel'Yed that thh palt1J'11 
itoel:t prortdeo tor the a14-Sept .. ber and all ouboequant 00Jioel1tr.­
t1ono, but doeo aot prortde :tor the IIIAe cono..,tratlon tbio TIU• 
1'bio patteJ'I1 prowideo a leTel of outotancli~~C blllo J'IIICl'IC tl'Oa $]. ,665 
alllioao Juot after a qaarterly J'l4eii>Uo11 to $1,965 181ll1ona Juo\ 
prlor thareto. 

(2) !he ald.ohal 1937 oo-traUoa would 'be pnrridecl liT a441-
Uonal bi ll 11- of $50 allllou eaob oa :h111'UIU'7 2~, llorob 3 ancl 
10, Aprll 14, 21, •cl zs, Mid~~& total 11111 11- of $85 181111ou oa 
th11e datee. ( fte parlocl bet'"en the alddle o:t March IIB4 t.lae alMle 
ot .april ooatalae 110 aAIAUloaal 111ll offerlJICI b-11 t.1ae lrorkl~~C 
ll&lal10e would th• be -11. ) 
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.APF.IIDIX I I 

S~aute4 Prooei!DN for llltro4uciQ~ 
AlterDatiTe Patterne oa 

Karch 24, 1937 

fatttrn I 

(l) Beciaai!l« on Karch 24, ,.. would ilaue on alternate ,...ll:a $50 
ailliona of billa llaturiJIC at the thirll. followinc iDcOIIl ... tax P81Wellt 
period and $50 a1ll1ona of 27}-46¥ bUll. 'l!le billa iaauell. t o 11ature 
a t 0 tbe third followi:ac incoe .. tax p~ent period• 4Dr1Q~ the firat 
quarter of the plaB would be for a1d.-De.,..ber aeturi u .. , dJir1ll« U.. 
aecoDII. quarter of U.. plaB tor aid-March 1938 •turi Uioa, et oe\era. 
?we aucoeaaiTe 27}-il.aT iaauea would be offered on the two leii.DeadaTa 
bridcin& the end ot one quarter and the beciDDi!l« of the JIAIXt, !hia 
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1a tbe p ropoaed J'IICUlar pattern, and would proTide a leTel of outatand.o 
1111: billa ranctng :tl'ol!l $1,650 a1111ona Jwot after a qnertarq redeiiPtiOn 
t o $1,950 ailllona Juat prior thereto . 

The apeoial iot111ea indioahd belo• are required oDl;f thia 7ear to 
proTide tbe June and Saptnber oonoentrationa that wu14 nol'lllall7 be 
prorl4e4 by the pattern 1taelf. 

(2) The $300 1111ll1ona of 11id-J\ule Mturit181 ...,uld. be prorltl.ed 
tor b7 aix 1aauea of $50 ailliona on e&oh ot the eix lell.nea4&7a troa 
ll&rch 31 to lla7 5, incluain. 

(3) The $300 ailliona ot aiWaphmber maturitiea would be pro­
Yided. b7 aix iaauea of $50 ailllona on each of the aix lec!Jiea4ATI troa 
Jul7 7 to ~at 11, incluain. 

Pattern II 

(1) :a-ae of U.. oh&raotar of the ouh._..di:ac bill ieauea, the 
period bet,..en llaroh 24 aDII. Jlau 23 'IIOuld be utilised, aa iDdioatell. 1D 
(3) bel.,.., to auppl7 tbe 1114-J=•• aii!.-Septaaber, ud aid-De...,.ber oo,... 
oentratiou of .. tunuea that trill wl>aequMtl7 be auppllell. b7 the 
pattern itaelf. 

. (2) The pattern proper '110ul4 be ~llell. bec111DiQ~ trith lell.nea4&7, 
Jus. 23. OD that date and on all wb .. quent t'eii.Jieada7a, $40 a11Uou 
of 182--4&7 billa, ..,d t25 ailliona of bUll ll&turiQI at the thirll. tol• 
lotriQ~ taoOII .. tax ~ent period, would be lawell.. (!he $25 aillloaa 
iaiUtl of June 23 aDII. the t,..ln aucoeediQ~ t'edaeada7a would aatura ia 
•14.-March 1938; the nut thirteen 1aauea of $25 aiWona - atarUDC 
hptMller 22 - would all •"""' 1D aiWU. 19311; et oetera. ) fhia 
pathl'1l prorldea a leTal of ouhtaadiDC bUb rucill« troll $1,69o ail.­
llona Juat af\er a quartarl7 redelaptioo to $10 990 aiWoaa Juat prior 
thereto. 
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Appendix II - 2 

(3) To prOTlu tbe J1111e, Sephabu, Md Deo•bu conoentratlona 
of maturi tiea tbat would 110r.&U7 ba produd b7 tbe pattern i halt, 
tbe followtn« iasuea would be offered between Karch 24 and Juaa 231 

0.. Karch 24 IUid on the thl'aa auocM4111C 1fednea4a:rwa 
$75 llilliona each ledneada7, all -turiiiC in aid.-J..,., 

0.. April 2l IUid on the three IUOCM4111C ledneada7aa 
$75 ailllolla each l edlleada7, all MturiiiC in mid-SeptMbu. 

0.. Ma7 19, IUid on the four euooaadl~~e l adneede.Taa 
$65 •1lllona each lec!.neecle.7, all aaturl~~e in 1114-De<>ellbel'. 

fatt!l'n lii 

(l) :Bepnnl~~e llu<>h 24, w ..ould blUe $35 ailliona of 27J-da7 
bllla each ladneada7; and on each of tbe ailt lac!.neada71 pracadiDC a 
quarlerl7 1110-tax p&7MJlt period, we would hiWI an &ddiUonal. $50 
ailliona of billa -turi!IC at the aecond toll011'111& qu&l'hrl7 l n<>oea-tax 
P&718llt period. (!hh latter aeriea would atal't Oil Ma7 5 to becin tba 
111111.-Septembel' <>ODcentraUon o.t -turltleet on the ai:r 1fedlleeda7a p,..._ 
<>tdliiC Sept•bu 15, we 'IIOUld build qp the 111111.-Dec•ber oonoentrationa: 
et cetera.) It will be oboel'Ted that thlo pattern 1toelt pl'OY14eo tor 
the 1111d-8ept•bor and all ouboequent concentration•, but cloea not pro­
rtde tor tbe June concentration tbia 7e&r• !hla pattern pro"f'iuo a 
lnel ot outat&lldl~~e bllla 1'811Ci!IC fl'Oa $1,665 aillione Juot attar a 
qllt\l'terl7 r~Uon to $1,965 ailliono Jut prior thereto, 

(2) The •14.-Juae 1937 concentration• ..ould be pl'Orlded b7 a4d1-
Uonal bill iuuaa of $50 ailliono each on llaroh 24 &lld Jl , April 7, 
14, 21 , and 28, .alr::iJ~« total bill hiWII of $85 ailliono on theaa 
d.at••· 
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131 ~FEDERAL RESERVE BANK 

. OF N_EW YORJ( 

CORRESPONDENCE 

L. W. lnoll:e 

OA~bo 15 ltN57 ~ 

sueJE~RON~_COI!Yl'1RSA'IION WITH 

___ _,D, II,_ N ED!RLAUDSCKB BANX 

Mr. De Joq called ae thia aornin! at 10!06 end ~ter ~;u.!tc 

soae ditticult7 we tin&lly aade a sood connection at 10a4l. 

llr . De Jong said he called to explain what they intended to do. Be 

asked it we had receiYed hi s cable t o take oYer tlOO, OOO in sold troa 

t heir earmarked gold account and I replied that I had it bef ore me 

at the aoment. Mr. De Jong said that as we knew, the guil der ba4 

be n wea.k recenUy and t ha t they intended to sradually dispose ot t heir 

dollars wi th na (t or t he tise beins not in larse aaounta), f or t he 

pur pose ot counteracting r at her th~ preYen ing the rise in the dollar, 

so that t he dollar rate would go up slowly. Be said he intended to 

?perate i n AmsterdiiJll but would give no or der to us as yet, but 11ight 

do so later. He aa id he would send ua a cable each day requesting 

us to release the gold equi•alent ot the dollars sold by h1a, the 

same as be bad done on Saturday. He inquired it t h is plan waa aati._ 

factory to ua and I replied it was. Mr. De Jong said it waa not 

quite settled to what leYel they would allow the guilder to drop. I 

i nquired if he cared to i ndicate at what rate he would begin to 

oper ate . He said the cuil der waa tir.er today at 18& i/• to &/8 

which 1a equal to 54.55 centa and that he would not operate at that 

rate. He aaid he would wait until gu1ldera~to aay, 1.84 or 181 

W11icb 1a equ1Yalent to M.05 cents. Be a&id howe•er, betore gi•inl 

ua an order to buy guilder• .here, he would telephone ua. He aeid 

that they would probably uae up all the cold they ba4 here &Dd that 

t hen they al&ht aak ua to tate pld 1n ••terdaa or aa.e ot the cold 

t he:r hawe 1n Loblloo. 
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P'RDE"RA_L. RESERVE 8ANtc 

C# NIW YORK 

132 

L. w. Jtnolte 

O ATE Feb. 15, 198'7 

suaJaCT• TBLEPHOIIB CO!iVERSATI OII '111'8 

DB l'fEilERLAIIDSCI:lB BAIIlt - --
-2-

We agreec! that we would discuaa t hla questi on apin when 

the t i me arri•ect. 

I inquired about the urket and lllr . De J ong add t hat the7 

teared t hat somethi ng will happen 1n Prance , that tbe7 were not at 

all opt1mi st1c and that they cannot get reliable Lnfor.ation . I 

ment i oned that t he wbole problem was pol itical and lllr. De Jons agreec!. 

Be t hen add t hat he hoped that we would let bim know ir eYer,.tbinl 

wa en t t working well under t he arrangement. 
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FEDERAL R£5£RVt: .ANI( 

OF NEW YORK 

133 

::: CORRESPONDENCE 

eo~nDII!uL nLa 
&.. •· bolte 

0A~ftQ7 lila lfi'Po 
SUBJECT fiLJPIIOIJ ~IOI lrift 

Dl IIDIIUIOBall Bal 

I ..Uecl &r. de I,... a~ 8UO th1a aftnDOOO ~o polD~ out 

\hat u a re-.u ot reporta oa the ona ttolter to tbe etten that 

de lededandaobe Baolc bad lo"recl ita lMo-1Dc price t or gold the 

cutlder urttet bare had Yft7 11Gdd1Dl7 aoue up wttb all bid aod ooae 

ottere4. Ill Yl" ot thelr ataodloc order to .. u at &4.78 'lbiob 

bad aot ret b.- oaaoelled aDd ••.,saa that tb.,. were interea~ed 

in baYiD& an order17 .. rttR tor tbelr euneo~. •• ba4 80ld aboat 

(1l114er eoo.,ooo at thelr llait. • u \hia aat1atacto17 to tb.-7 

Kr. de 1,.,. replied that be wu 1D .. re.eot aad thaake4 

•• t or what •e bad doae. I lllQUlred whether 1 t would be in order 

tor ua to aell aore., &180 whether •• aiabt oooa14er the order lll 

tore a tc.onow IIDl••• 1 t were oaooellecl 1D the •-U•• and 4e loaa 
mPU'ed 1D both oaaea 1D the &ttlntat l••• 

I aakecl wheeber the report waa ooneet and I UD4eratoocl 

!1'011 b1a re~. which •• DOt eotlrelT ol•r., that altbclach thlt' 

414 llOt• of -r••• baYe ao ottlolal baTlD& or aelllD& rate tor 

aol4 tht11 heel ladloatecl to a tn prlYete opentore tbat tbtiJ aleS 

pq leu tor aolll. 1 apreaaecl the tboqbt that tbt11 bad 4oDe 

thla 11l order to prwet apnalatora troa lllaF1Da 1D LaD4oD &Del 

re..U1Da 1o Jllatera. •4 4e loaa repU .. tbat thla •• •• 
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HliJr : 

James W. 
Landi s : 

RL'Jr : 

L: 

HliJr : 

L: 

HJ.lJr: 

L: 

HUJr : 

L: 

HliJr: 

L: 

EI!Ur: 

L: 
: 

H.IIJr: 

L: 

HKJr: 

L: 

HliJr: 

L: 

Konday 
February 15, 1937 
4 : 20 p .m. 

Having - when I had lunch with the President I 
told him what we did this morning . 

Yes 

And he liked it. 

Good! 

And the chances are that we ' ll go and see him, you, 
Eccles and I , at twelve-thirty Wednesday . 

Yes 

Now, here ' s t he only new t hing which surprised ae 
and I told our boys when they aeet tomorrow - he 
most likely will want to send it up with either a 
message or a letter himself. 

Yes 

134 

And that I wanted to tell you so you will be thinking 
about it . 

Well , I t hink that's a r ather good idea. 

Well, I told him I hadn ' t thought of it because l'a 
very hesitant about always making him think that he 1 s 
got to push it along with a a essage. 

Yes 

But he very distinctly wants to do it. 

Yes Of course he ran with the ball in the first 
in_stance, you know. · 

I knbw. 

- Ran with it pretty hard. 

I know. 

Yes 

So - but I just· wanted to .pass that along 

Yes 
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!lll.Tr: 

L: 

HNJr: 

L: 

flJ.!J r : 

L: 

ID!Jr: 

L: 

lll.!Jr: 

L: 

Hl!Jr : 

L: 

BUJ r: 

L: 

Hll.Tr: 

L: 

-2-

And - also - he set the time tentatively for 
twelve-thirty Wednesday. 

Yes 

So I'll -
on it . 

all of our boys will just have to step 

Yes - The one 
nection is -
set the thing . 
and all that. 

t bing that occurs t o me in that con­
this does give you a good chance to 
Set t he purposes and characteristics 

And it can all be done in a letter . 

Yes 

And - I just wanted to pasa-tbat on. 

Yes 

136 

I thought it was an awtully good meeting this morning. 

Oh, I thought - it was - yes - talking t o the 
point and getting something done . 

And I've had word from Hull that as f ar as he knows, 
unless it' s in s ome way in conflict with some treaty, 
he doesn't wish to t ake any part in the discussion . 

\?ell, that's good. 

Yes 

Yes , fine 

Thank you. 

You're welcome. 
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Treas. 

Monday 
February 15, 1937 
4 : 20 p .m. 

Operator : Go ahead . 

HL!Jr: Hello 
l.larriner 
Eccles : Hello 

HMJr : Marriner -

E: Yes , Henry 

lilo!Jr: I want to bring you up to date. I lunched with the 
President and I told him what we'd done here t his 
morning. He liked it very much. The only new tM.ng 
on it was tb~s . Uuch to mw surpri se he said that he 
~mself would most likely writ~ either a message or 
letter to Congress on th.is . Hello? 

E: Yes 

ID4Jr: And we have a t ent ative appointment to see him at 
twelve-thirty on Wednesday . 

E: Twelve-t~rty? 

i:IIJJr : Yes 

E: Now, I ha ve an appointment with you - that is the 
Open Market Committee does - at eleven. 

BYJr : That ' s right . 

E: So we ' d go right from there over to t he White House. 

!WJr: 

E: 

Ht.!J r : 

E: 

That's right. But I wanted t o give you this latest 
angle on it . 

Well, that ' s good. I ' m gl ad he f eels that way about 
it . I 

And of course in a letter we could very carefully 
couch the language so that it would give the right 
impression . 

I f be's going t o give the message I I hope 
that we can get him to say somet hing about some ot 
these ot her t hings, as 

136 
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Hlo!Jr : 

E: 

HUJr : 

E: 

HMJr: 

E: 

BUJr : 

E: 

liiiJr: 

E: 

HltJr: 

E: 

BMJr : 

E: 

BI.!Jr: 

E: 

!UlJr: 

E: 

11.11.Tr1 

E: 

-2-

Well , I - I very much •ant you and Landis to 
see him •ith me because I don't want to- it ' s 
a Joint responsibility , 

Yes 

And than you ' 11 have ample opportunity t o express 
your own views . 

Yes 

And the other point is , Mr . Hull sent me word t hat 
unless this is in confl ict with some treaty t ha t 
he ha s no interest, he doesn't want t o take any 
part in it. 

Yes, well I - I could guess a s much from what 
Herbert s ai d this morning. 

Yes - unless it' s in confli ct with a treaty he 
doesn ' t want any -

137 

Well , now are you going to undertake to prepare 
the message for the President? 

Yes 

- between now and Wednesday? 

Yes - and your boys •111 sit in with lolagill on it. 

In the preparation of it? 

That's right . 

Yes 

That ' s right . 

Well, t hat 's Cine. 

llagill' s carrying the ball and you - and I'm going 
to tell him to keep you peopl e advised of every step 
that we · take . 

Well, he'll keep in touch with Goldenweiser and Bryan. 

That ' s right . 

This fellow, Bryan, we've got, he ' s one of those new 
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RUJr: 

E: 

H!.IJr: 

E: 

- 3-

men that used to be with Curry, you know? - when 
Curry had that staff in the Treasury the sumser 
that he was there? 

Oh, was Bryan here then? 

Oh yes 

I didn' t know that, 

Yes, Bryan was there, then . Be's a 

HIJJr: Fine 

E: - a 

HlJJr : 

E: 

!!UJr: 

E: 

I:!J.IJ r: 

E: 

BWJ'r: 

E: 

BVJr: 

E: 

Was he - i sn •t be the fellow f rom North or South 
Carolina? 

No, he 1 s a man from Atlanta . 

Oh 

He ' s a man - Ransom knew him. 

Oh 

And we checked him up very thoroughly and he's a -
' he ' s a pretty good man I think, 

Fine 

He's going to be real helpful to both of us . 

Good 

All right, thank_you, 

138 
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TREASURY GROUP ON RESTRICTION 
Ot' FORUGN CAPITAL Ili'FLO"II 

February 16, 1937 
9 : 30 A. t.l . 

Present : 

Gaston: 

Haas : 

lL M. Jr : 

Oliphant: 

a. M.Jr: 

Oliphant : 

H. r.a . Jr: 

Oliphant: 

Mrs Kl otz 
Mr . Magill 
llr . Gaston 
~1' . Loci.Uu::tu.l 
Mr . Zucker 
Mr . Haas . 
Mr . Wbite 
Mr . Upham 
Mr . Oliphant 
Mr . Opper 
Mr . Kent 
Mr . Seltzer 

There is large newspaper interest in this ten o ' clock 
meeting this morning . All t he various ones have been 
calling up . Underwood & Underwood t hinks 1t Rould be 
all right to nave a picture taken of you and Eccles 
and Landis . 

Feis , I think, is a little exercised about this 
meeting , see? They nave worked up a compilation 
of these treaties . 

Geor ge, I won't tease you. I talked to Feis . He 
called me, and he seemed a little •exerfeised" and -
just a little •exerfeised . " So I s ays, •You' re 
going to sit 1n at ten o ' clock . " I called him back 
again. Thinks it would be marvelous; won't have any 
trouble at all about the State Department. He •ll be 
here at ten. He's having a similar meet ing nt 9 : 30 . 
So that ' s all right . 

(Olipnant end Opper come in) 

Good morning . 

:that a wonderful sunburn you got up at !lanhattan . 
Can you get a sun tan a t midnight on Broadway? 

From the Kleig lights. I s t hat what t hey call them? 

Believe me, I haven ' t seen Herman coming 1n on a 
Uonday looking like this for a long t 1llle . 

Slept well on the train. 
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H.U.Jr: 

Oliphant: 

H.M.Jr: 

140 

- 2 -

I was just telling George that Feis would be bare at 
ten. I gave him wbat you were thinking about , the 
long tillle we were working . "Well, if you follow 
that, you won 1 t have any trouble Nith the State 
Department at all." Now, the only thing I think he 
is going to put up a fight on i s that this Canadian 
treaty idea be protected, see? Tha t whatever we do 
doesn't conflict with t hat. 

Now, the interesting thing - I saw the President 
Friday - is that the President had never heard of 
tnis provision of contiguous countries having a 
s pecial provision in r egard to the tax on their 
holaings. Never knew t he thing existed. First 
time . And didn't particular l y hi t him well . 

No1' , may I just say I have read very care fully these 
memoranda. We haven ' t got any copies to give these 
boys; maybe it would be just a s well we haven ' t got 
any . Well, I 1m going to a sk ~agill to r ead them 
anyway out loud . After reading this thing over very 
car efully, I personally vm leaning towards this i dea 
of making this thing di scretionary, and I wanted to 
give aeybody here a chance to talk with me before 
t he crowd c omes as t o why we shouldn't, and the 
rea sons. 

I first ar gued with JQYself , "Well now, if you go up 
on the Hi ll and ask to give the President additional 
discret i onary power, they 1ll say no . But tha t's 
domestic. And this f its in line with our other for­
eign policy to ~ake i t discr eti onary.• See? I 
mean it fits in line - it makes it consistent. Now, 
if it was domestic , I don ' t Knon wnether tney' d give 
it to us, but, being foreign, they might • . 
There 's just one thing. I 
to say what he did say .••• 
if I say so myself. 

wondered if Oliphant meant 
I'm in good shape today, 

Not a typographical error , is there? 

No , it 's worse tban thet . At least, I think it is. 
At the bottom you g ive three reasons: Export for war 
purposes . Increase of tariffs for discrimination 
abroad. Increase of taxes on foreigners for dis­
crilllination abroad . Now, these are t hings which exist? 
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:Jag ill : 

H. :.! . Jr: 

.:la~;ill : 

L<ent : 

:.!&g ill : 

Oliphant : 

Magill : 

H .~.Jr: 

llagill : 

Kent: 

!lagill : 

- J -

i' es . 

Now, what increase on taxes on for eigners !or 
discriminati on abr oad? 

.there is that t hing? 

Section lOJ . 

It was one of those things put i n in 1934, and I 
didn 't know what had happened since . 

And Ros dr ew the Act . 

Hl 

Vlell , here it is : •l?henever the President finds that, 
under t he laws of any foreign country, citizens or 
corpor~tions of the United States are being subjected 
to discriminatory or extr aterri tor ial taxes, the 
!'resident snell so proclaim End the r a t es of t ax 
imposed by sections (etc . etc . ) shall, for the tax­
able year during wnich such proclamation is made and 
for each taxable year thereafter, be doubled in t he 
case of each citizen and corporation of such fore ign 
country ." 

lly recollection of the rea son fo r that was this: 
That at that time we were in a good deal of discus­
sion Nith France Nith respect to the Qethod of 
t axa tion France was employing on Americans and 
American corpor a tions, in which toey ~ere attri­
buting to France income which we did not regard as 
being earned in Fr ance but r a ther a s being earned 
elsewhere; and for the sake of giving us a weapon 
t o induce them to stop that sort of business, we 
put in this provision to the effect that if a 
f oreign country does impose these discriminatory 
taxes and the Pr esident so pr ocl ai ms, then we can 
catch the Frenchman in this count ry with respect to 
hi s American income to a corresponding extent . 

flell , nave we ever used it? 

Not so f ar as I know. Hcve we (to Kent)? 

No, but its very •••• 

It's a pr etty good • •• 
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Kent: 

illugi.ll : 

H. :J . Jr : 

:J~.ogill : 

H • ..I . Jr : 

llue;ill: 

B. ii . J r: 

:.lligill : 

Oliphant: 

1.!agill: 

- 4 -

Its very presence in the Act is regarded a s being 
a large factor in bringing about the consummation 
of the French treaty • 

142 

I re.member wnen tne uiscussion - this is just a s a 
matter of information - when we were discussing the 
t hing in 1934, the di scussi on was much like some of 
the discussion t hat ' s going on here on this provision: 
that t he t hi ng would be very difficult to work, end 
how you going to fi nd out about these things, e t c ., 
and the r eason we put in the prov1sion was simply 
t his "big stick" i dee ; not so much that we int ended 
to use it, but we ~t least would have a three t there 
which might make France behave . 

No':l , do it again. I heven 1 t Guite got it yet . 

~/ell , the actual case, I think, tha t we h~:d in mind -
John ;vanamaker & Com pony , I believe, have 1. bi g 
agency i n Par is , or d id. Now, they didn ' t sell o 
t ning in France; let ' s assume that case a t any r a te . 
But they do buy gotms end ship t hem over to the 
Onited States ana they are sold here . \Yell, from 
our point of view Wane maker ' s would have no French 
income at all. 

7fuen Woolworth' s do i t, i t ' s dresses, isn' t it? 

I don• t •.. 

With Wanamaker ' s it' s go.ms . 

Go1-:ns , yes . That ' s right; I didn't get it. This 
is Monday morning . Don' t be too quick. 

The motor's still cold . 

The motor ' s still cold, yes . But France was pro­
posing to t ax Wanamaker ' s and - more complication 
to it than I have i ndicated; but they were proposing 
to tax 1'/anameker • s as having e French income, although 
a ccording to our point of view they had no French 
income and their income erose wholly in this country . 
No1·1, by way of inducing France to stop tha t sort of 
t hing, what we sai d here in substance was tha t if 
France does tha t, then in the c ase of any French 
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citizen, if the Presi dent proclaims tha t there has 
been this d iscrimination, we wi l l double ~he American 
t ax . 

'llell, wa sn ' t t here a t the time a couple of the oil 
companies - weren't they v ery much exercised about i t? 
Doing business abroad, and they felt they were con­
s t antly increasing t ax on American cor por a tions doing 
business abroad . 

I don 1 t remember .vhetner the oil companies •••• 

Vlasn 1 t it Texas? 

Texas and Standard were both having to build r efin­
eries in Fr ance. 

And it wa s to keep them from increasing t he taxation 
abroad . 

Uow, subse~.;uently who t happened ?laS we made - I guess 
a treaty with France had already been made but the 
French wouldn' t rati fy it. 

That • s right . 

And after this \vas put in, the French did ratify it, 
so the situation is now cured a s f ar as Fr ance is 
concerned . 

Now let me ask you would tha t s t ay in 1f 11e added 
to tnis, giving the President t he r ight to i ncrease 
the taxes, say, from ten to twenty? This thing would 
stay? Would t hi s be added right to t ru. t s t atute? 

Xes . 

Tbis is a gener al provision of l aw which continues. 

But this would be • • •. 

This would be another ..•• 

But 1 t would b'e part of that? 

Yes . 
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Now let me ask you another thing . Export for war 
purposes - what ' s that legislation? 

That 's the present neutrality legislation . One 
company, tne Uurtiss-Wright Company •••. 

What ' s that? 

144 

That provi des t till t when the President proclaims a 
state of war, you1 ve got to get a license in order 
to export war ma teria ls to the belligerent countries . 
The Curtiss-Wright l.ompnny tried to export airplanes 
in this Chaco •• . 

Well, t hey a id, didn't they? They fleN thee down 
there, d idn' t taey? 

Yes, and they were brought up on ch4rges; a criminal 
offense to do 1t without a license. The lower court -
as I recall , they were convicted; at acy r nte, in the 
Supreme Court the legislation was upheld. And that 
was a discretionary power on the part of the President, 
to put the bars down when he found e state of war 
existed . 

Well now, this increa se of t ariffs for discrimination 
abroad . 

That would be .••.• 

There is a further provision in Section J04, I think, 
of the Tariff Act, providing for this specific increa se 
of 50 percent where t here has been discriminatory -
either embar goes or excessive taxes on American 
products. 

Wnere it is found that there has been discrimination. 

Yes 

He can reduce it 50 percent al so, can't he? 

That's another section of the Tariff Act. 

V/ell, I'm sorry - unless I may have rushed you- that 
those things weren't developed a little bit more and 
explained. But the feeling that I got, understanding 
them as well as I could, was that there is a definite 
background for doing the kind of thing that ·•e are 
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t alking about doing in relation to the foreigners . 
~nd tne more I thought of it, the more I liked to 
nandle it that way . I mean that 's what I wanted to 
say tnis morning before tnese people came. 

But if there is going to be an introduction of flexi ­
bility, might it not be considered to m~ke it flexi­
ble also from twenty to thirty as well as down? If 
you are successful in a cquiring those powers, there 
might be some merit in having them flexible both ways, up as Nel l as down. 

You mean have your upper r a te higher than the r a te 
which we have mentioned. 

Yes, as long as it is f lexible . 

Yes , I should think so. 

I wouldn ' t do i t t hat way at all. I 
it mandatory on him to do anything . 
he could r aise it . 

wouldn1 t make 
I'd simply say 

This doesn' t give him - this gives him only the power 
to reduce it . 

!lo, it gives him the powe1• to increese it and to 
reduce it . 

Well no~, t ha t is the 
you (.'.'hite) are '<uite 
outlined is an Act to 
as in Proposal Number 
really mean that? 

I didn ' t draw that . 

way t his is, so I think 
right. This proposal es 
increase withholdin~ r ates, 
One . You (Oliphant) didn 't 

Yes, I think 1~e did mean t hat . 

Well, I don't Anow . 

7/ell, you ' re talking about X percent to stort with; 
that is , the increase i s to be to X percent in the 
ma ndo tory section. 

Yes. 
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NoYI , suppose tha t X is twent y . 

:tes . 

14S 

Then Harry's proposal would be me t by making it 
thirty. That's al l the change you ' d need. LVer y­
thing e lse would r un e xac t ly the same. 

Now, what 1 s the tax no•11? 

Ten • 

Uow, what I had in mind was that this would give 
the President power to raise it from ten to X, 
but he doesn• t have to do anything 1.f he doesn ' t want 
to . 

That ' s not indi cated there . 

\'Jell , t hat' s tne way it 1 s drawn. 

But I mean he could r aise it from ten t o X if and 
when he t hought it was necessar y . 

Tha t' s t he way it' s drawn. 

\'/ell, I guess there wa s a little misunderstanding . 
But as t o r esult •• • 

That • s what it ought to be . 

Yes . 

hnen we wer e talking about twent y , tllat 1 s what we 
thought Nould be f a i r , but if we ar e going to give 
him thi s power I think Ne ought t o gi ve him the 
necessar y flexi bility from t en to t hirty. 

Anywher e wi thin that area, wi t hi n that r ange . 

You saw what happened on Saturday. We .have been 
r unning - on an aver age t hey have been buying f r om 
two to three mi llion dol lars net ba~ances per day. 

Llor e t llan doubl e t ha t . 
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But I mean tnese figUI'es , and then double ·.vhatever 
I s ay . And SatUI'day - Friday being closed, Saturday 
was the first day , and they sol d net twenty-eight 
hundred . Tha t ' s the firs t time t hey had e chance. 

Thursday. tney bought eight mill ion . 

Thursday tney bought - the same day thE¥ settled the 
automobile strike, there was eight million bought . 
But they bought them ~fore 10: 30 our time, and then 
their markets ~ere closed . 

Fii'St chance t hey had, t ney sold some . 

The first cnance th~;y had . General :.!otors - ;;ben I 
r.alke9 i.n this office a t nine o ' clock, General ~otors 
,;c.::; up :'our points in London and so was Uni tea Stc tes 
Steel . And that wus when I got in . Then Re came nlong 
und maae this announcement at 10 : 30 . But these boys 
had already bought heavy . Is that right, Archie? 

Great deal of buying, yes . 

And the f irst cnance they had IV&s Saturday . Now , 1f 
this continued it might not be necessary to ao any­
tning . So I just .vun teu t o tell you - I mean I • ve 
hod a lot or time to t nlnk over the weekend , and 
after thinking • bout it and studying tnis stuff, 
I am pl'etty r.ell sold on the i des of making it 
entirely discret i onary . 

You stated if tnis continues it may not be necessar y 
to do anytbill6 . It may be llighly desirable to get 
th&t flexible provision wi thout aoi ng anything . 

You again misunderstand me . I mean get the law passed 
ard then sit and watch . 

And tne only thing I want is tnis questi on that any 
nel'l Government securities sold - the i ncome should 
be t axed, and my chances of getting it through by 
the 15th - is that t he next issue? You see, we 
don ' t want the foreigners coming in, taking the 
securiti e s away from the hungry mouths of Amer i can 
bankers. See? Don ' t you (Upham) like that? 

Splendid . 
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\'/hat? 

Splendi d . 

Uoes that bring tear s to your eyes? 

Now, I 1 ve t a lked for nineteen minutes and I' 11 give 
anybody else eleven . That ' s fair , isn' t it? 

Uay I t ake one half minute? You have a justifica­
tion, Ur . Secr et ary, for incre&siog your 101. thnolding 
rate just 1n or~er to increase the taxes on foreigners 
relative to Americans , r egaraless of any capital move­
ments . 

There 1 s one t hought in my mind . What protection 
will t here be agains t - whe t protection can ;·.e 
secure against oper~tions tnrough Canada, if 
Canada is going to be f ive percent a nd tbat is 
going to be twenty? 'llhat i s being contemplated as 
protection against that? 

Say i t again . I don ' t thinx • .•• 

Canada will nave a f ive percent r ate, I t hinA, if 
the treaty goes through . I say 1vhat protecUon do 
you cont empl ate securing in order to prevent any 
routing of transactions by way of Canada? 

Well, we have already been talking - worki ng on tha t . 
Of course, you sec, you naa tne same problem to a 
lesser ¥egree even before any legi sla tion of tni s 
sort was proposed . NojO, the necessery adc1n1str a­
t1ve element ·11111 be tq get so:ne kind of state.uont 
as best you c an t o emble you to assure yourself 
as to whether the person who i s gett ing tne income 
is actually a Canadian res ident or i s a foreigner . 

Supposing it is a Canadian trust company . 

'lie have talked nith the Canadian authorities and they 
have s o far - or course, this hasn't been in the air, 
and they have so f ar indicated every i ntention of 
cooperati ng with us . And further , Canada ha s its 
own taxes . So the avenue of evasion there isn' t as 
grea t as it might appear on the surface . 
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Also, we were very careful 1n the dr afting of the 
t r eaty to make the trea ty in t erms apply only to 
the imposing r ate . Tha t is , we are not obligated 
to withhold only five percent on Canadians. We 
coul d , without violating the treat y, withhol d the 
full r ate, if t hat were necessar y , in every ca se, 
and l et t hem come in and get ref unds where t hey were 
entitled t o the fi ve percent r ate . Now, I don ' t 
think t hat would be desirable 1f subst antial safe­
guards can be f ound i n some other ~ay . But there 
always i s that possibility . 

Wha t ' s t he status of tne Canadian t reaty? Does 
it have to be r a tified by our Senate? 

Yes . 

Has it been? 

No . 

Has it been ratified by the Canadi a n Parliament? 

I t hink not . It i s before the Foreign Relations 
Commi ttee a t the present time . 

Well, Kent , from the st3ndpoint of the United States 
citizen, whY i s it good for us to have this trea t y 
with Canada? 

.'/ell , i t was felt t o be good becaus e our investments 
in Canada are ~ensel; g r eoter t han theirs a re down 
nere . 

Yes , but a re they? 

Yes . 

We are ge tting o f ive percent t ax ourselves with 
respect t o our investments i n Canada. 

see, if they boosted their rates up there, we would 
lose mor e than t hey under for eign tax credi ts . 

That ' s what I wanted . 

Yes . 
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Oliphant: 'l'bere is an ambigu1 ty: "'He ." It is advantageous to 
American investors in Canada . It doesn ' t follow 
that it is advantageous to the United States revenues . 
See t he difference? We may be giving up revenues . 
The net effect may be tha t we give up r evenues antt 
thereby effect a sa ving to people who have investments 
there . 

r.lag i ll: ilell, I tnink we do . 

1/hite : And encourage tne deve lopment of branch plants in 
'-anada . 

Oliphant : Branch plants, direct investments . 

>-:hite : As distinct from exporting goods to Canada . 

H.U. Jr: Isn't it true , White , no~ t ha t Canada is your best 
custo:ner? 

White : Yes . 

H. M. Jr : And it i s also true tha t the secret r ea son for 
Runcima n' s coming here was to break do~~ the 
Canadian-United St ates treaty . That ' s what he 
really c ame for . And or course, if we - I think 
we 1 ve got t o be careful on tnis t hing . But t hat ' s 
what Runciman came for . And he did put the screws 
on Canada for all ne could to break down the United 
States- Canadian treaty . 

Haas : Luropean countries f requently use tnat device for 
countries ao joining, and it is one of the exceptions 
which t~ey a l low to the most-fa vored- nation principle. 

H. l.t . Jr : I think it would be n good thing wh.ile the bill was 
pending to talk about the Canadian t bing and then 
make the Canadians give a certain agreement or 
understanding. But of course, if you say we can 
withhol d t hem, then we can make each person e stab­
l ish his citizenship . What? 

Kent: That's right . 

Zucker: ~here is a certain pr ac tical side to this flexible 
provisi on that I would like to take a minute on. 
Not that I object to it wholly . But on the assumption 
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t ha t so~e f oreigners will make investments in the 
United St ates on the basis of a f ixed y ield, as 
we assume they would, if these r a tes are permitted 
to be flexible up or down, won ' t :1e thus perhaps 
create an encouragement to off selling at times 
.viu:n peuvlt! - tt !1 ~'=' :J wlt.ch l.iJ.tt ~·~:tt~ UIJWtird . That 
will reduce their effective yiel d and we may force 
him to sell in our markets a t a time when we don• t 
~;ant hi.m to . 

Then I was also considering this from the standpoint 
purely of control . Is t nis going to be so sensitive 
a provision tha t we can d etermine just wha t percentage 
to r ecommend t o t he President, end considering also 
that t hese r eturns co:ne in once a year end t he infor­
mation returns perta ining to the transactions come 
1n once a month, can we thus shDpe a policy fest 
enougn on the basis of the scattered returns t hat 
•we get from these investors . 

As f ar e.s I' m concerned - I mean I can g ive you a 
poli cy any morning from this sheet. 

I t hi nk Nhat he points out, though, is a question of 
t he wi sdom of using the power, assuming you ' ve got i 
and tne care with vmich you've got to use i t ; it 
doesn ' t go to the question of the desirabi lity of 
having t he power . 

I think the thing you ( Zucker) point out is all r ight, 
and i t would be the kind of thing I' d worry about 
1940. But after all, contrary to the general belief -
I mean we don't - any movement tha t we make that 
affects foreign c apital has only been done in the 
Treasury af t er months of exhaustive study, and we 
don't move suddenly . I mean we move very, ~ry slowly . 
It takes us months a nd months and months to make up 
our mind . I mean I ' m glad to have your point, but 
this question of buying and selling - they al ways 
move together . Now, here ' s one, two, three, f our, 
five, six - well , I mean there are f ive countries, 
and the five countri es all did the same thing 
Saturday. rhey all did the same thing, see? I mean 
Gr ea t Britain, Fr ance, Netherlands , Switzerland and 
Canada all did the same thing Saturday ; they a ll sold . 

Of course, if' we consider it advantageous to create 
a certain amount of uncertainty in the mind of the 
foreign investor, so he ' ll never know just what hi s 
returns are - always sub ject to change - that's what 
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tnis will do . 

But Joe, it's not re t roactive . 

But his pr esent i nvestments will be subject to a 
flexible provision, so he might assume t hat as he 
buys t hi s stuff, that next month t he r ate will change 
and his yield will be cut i n half or cut a large 
percentage . 

Well, I think it ' s all r i ght to point it out, and 
I think this week will tell the story a s we t alk 
and as we ge t the fundamentals . 

Couldn' t we say this : This power we are now talking 
about is now in Congress . All the considerations 
and precedents and p~poses . This power is now in 
Congress, to make this change . No,, r.e are suggest­
ing that 1t would be advantageous for the power to 
be in the Pr esi dent ' s ha nds . And t here is a dif­
ference between the wisdom of using the por1er on a 
parti cular occasi on and the prudence of having the 
power in ca se you need it f or emergency . 

llell , that ' s - I mean in thinking over I was f earful 
that they wouldn 1 t g ive the t'resident this power, and 
I t h ink if it was purely a domest i c thing that we 
wouldn 't have any precedent for this t hing; but with 
a ll this precedent back of it on the f oreign side, 
I tbink 11e might have a pr ett y good chance . 

The way we are handling our other foreign s tuff . 

I mean it is a kno:m .•• All the other po•11er s llre dis­
creti onary. 
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215, ;,'ebruary 16, 11 a. n. (SY.CTIOI~ ONE) 

FRO.! COCHRA11 

I~ a r~dio broadcast on Saturday last Premier Blum 

urged government em9loyee s to withhold demands for higher 

salaries which they have been l e d to make as a res ult of 

the e ver increasing cost of livinG • The appeal of 

Blum ha~ been s e i zed upon by the opposition press as proof 

that t he Government's theo ry of ~ncr eased purchasing power 

through l::flation has failed . I n this regard LR T"!!.u>S 

n~ es "ith satisfaction Blum's recognition on Saturday 

that "the budgets ry deficit ca:Jnot be allowed to increase 

inordinately without C0111prom1s1ng the public cred1 t" , 

In addi tion to counselling civil employees to patience 

t he object of Blum's broadcast "os to announce the decision 

ot the Government t o present now laws to Parliament during 

present v1eel< providing tor the reenforcement of e xt sting 

legialn t iol: r elating to t he punishing of speculators on 

prices ot products of pri me necessity. He also indicated 

that later on he would have soMethlng ("!NN S~CTION ONE) 

RR rCSB BULLI'l"r 
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LE ~~'PS of yesterday carried 11 lengthY article by 

its financi al editor Frederic Jenny regarding the present 

r egime of the franc . ~'otably Jenny points out that while 

the l.linister or Finance ho.s de cl11red himself against 

further develulltion he has not made it clear that he does 

not envisage reducing the v11lue or the fr11nc to the 

lowest le gal limit of 43 milligrams . Exami ning the queattcr. 

liS to whether such a policy ·.oould be equ1 valent to e new 

devaluation Jenny contends that leglllly the 11nswer is in 

the n egative . However, in his vie w it would be equivalent 

to a "new depreciation" and would present the same tncon­

v(.ni enc e as a new devaluation as concerns pri ce movements 

(l!ld f ix ed reve nue 3ecur1tiea . Jenny does not consi der that 

the reduct i on in itself ahould be regar ded contrary to tho 

tripartite arran gement but points out that under the t erms 

of the 11rrangement all concerned under t ook to avo i d any 

measure that could atfect the new exchange level . He not e s 

that so far the other per t1 os to the arriiDgCID8Dt hnvo gi7eD 
n o indicnt i..,n 
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no 1nd1cct ; on of their attitude regarding such possible 

•ction by France . 

15§ 

Janny docs not agr ee that suppression of the existing 

margin of 6 .50~ would lessen pressure on the franc nor l oad 

to wholosale repatriation of French funds as claimed 

in certain quarters . Ho contends that, 

BULLITT 

CSB 
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on the contrary cons olidati on at the present level would 

15& 

be more f avorabl e t o the f ranc . Fur thermore, he r ecal ls 

tha t profit of about 1~ bil lion f r ancs that wou ld follow 

devaluation to legal l imit (8! b1111ons f rom gold r eval ua­

tion a nd r elease of exchange fund of ten bi llions) woul d not 

sol ve t!'lc "'f."r easur y problem tor the r eason t hat the mone tary 

l aw s tipulates that such prof its mus t be appl i ed to redemp­

tion of the public debt. 

turning t o possible benef its of a decision t o s tabil i ze 

definitely t his au t hori t y considers t ha t much may be said 

l.n i ts favor; f or instance it woul d do away with exchange 

re.;ula t ions , l ead to the liquidation of most speculati ve 

pos l. t i o1· a, make 1.t pos ai bl e t or pr I. vate holders of gold t o 

sell at world prices a nd l oad to t he r el ease of hoarded gold . 

However , J enny very forc ibly concludea that the re al 

troubl e res ides in s eneral condi t l.ons here such a s ext rava­

gant expenditur es , unbal anced budget, huge r equi r ement• of 

t he Treasury, and lack of confidence, a nd not 1n the mone ­

t ar y a ys•e~ . He contends that l. t is pr obably desl. rat le 

to 
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to r emove or to improve theae conditions before stabili zing 

the f l' &ilc , 

(;onaiderabl e notice iu given in yesterday's press to 

on arti cle by Rist published in L' F.UROP~ NOUVELLE condemning 

Goverrunent •s p olicy of increasing purchasi ng power by 

sal a r y increases and huge outlays for public works . Rist 

warna that such a policy can only CO"Ipromise the equ ilibrium 

of the 110ney market . His v1ewa are strongly endorsed by 

AO~'CF ":CO~'OMIQ.UE which contends that the only solution is 

to open the front1e':' s , t o l ot ; o ld, currencies, capital and 

securitie s ent er and leave fr eely and to l ower the 

customs dtlties on all raw material r egardless of the pro­

t esta of o. few or1vate intoNate . ('ll:l'lD l.!RS3AGF.) 

BULLITT 

CSB 
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Doted February 16 , 1937 

Rec ' d 2 : 50p . m. 

Secret ary of State 

\',ashinston 

218, Febru~y 16, 3 p . o . 

PR02! CCCRRAJil. 

Pre2su;.•E; on lTcnch rr~ nc w~s l bss severe yesterdoy 

'!nd today thD.Il ot close or l'lst week . s ,·, iss franc weolconod 

yesterday due to Gennans liquidating :;,,iss securities and. 

converting proceeds int o ator lJ.ng or dollars . Florin 

has today re covered loss suffered last n i ght since it is 

now understood that the chan&e i n Dutch gold price is a 

purely inte~al matter and does not affect lnternational 

transactions , French carryover rate yesterday was high 

and money is scarce . Understand Bank of France is scrutin! 

ins carefully r equests for r edi scounts in endeavor to check 

move to purchase forward commodities as a hedge against 

further devaluation of franc . f r ench shares weak yesterday 

and irregul ar t oday. Rentas recover ed sl i~htly f r om 

yes t~rday ' s heavy decline . ( ~t~ SECTION ONE) 

BULL ITT 

CSB 

Regraded Uclassified



c 

c 

l5S 

GROUP JU:ETING February 16, 1937 
9 : 30 .r..:.r. 

Present: 

H. ll. Jr : 

Taylor : 

H. :.I . Jr : 

Taylor: 

H. :.I .Jr: 

Oliphant : 

d • .II . Jr : 

Oliphant: 

li . IJ . Jr: 

llrs Klotz 
Ur. Oliphant 
Mr . Magill 
t.ir . Gaston 
Mr . Taylor 
Mr . Haas 
!.lr . Gibbons 
Miss Roche 
Mr . Upham 
~r . Bell 
Mr . !.lcReynolds 
!Jr . Lochhead 

Listen, "Sugar," Wallece is having pins and needles 
until you get over there . The whol e sugar cartel of 
the world i s tied up waiting on your r eturn. 

2 : 30 

All right. 

And I'd like to t a lk about that a little before I 
go over there. 

All right, I think I ' ll get a chance to t his morning . 
I ' ll get a chance t his morning , after our poli tics; 
I can do it right after Mr. rlelvering is here at 
10: 30 . 

I'd like to t alk about it. 

1iould you? 

Legal questions . 

Anybody that wants to t alk about sugar, l J : 30 . 

\'/here's George Haas? Now George , you•re radiating 
health, aren't you? If you will, after you go out 
of here, go in l&rs. Klotz • room at ten o'clock. She 1ll 
give you tha t letter to Secretary Moore. 

George, you take one of these (a copy of "Chaos or 
Reconstruction" by Raymond Leslie Buell) and give one 
to lolr . Taylor. Wait a minute, ta.ke an extra one for 
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Hua:~ : 

H. :J. Jr : 

Gibbons : 

H • .'. Jr : 

Gibbons: 

a . :J . Jr: . 

Gibbons : 

h • ..I . J r: 

Gibbons : 

H. !J.Jr: 

Gibbons : 

H. LI .Jr: 

Harry l'illi te . 
r ecommend it. 
give you two? 

Yes , sir . 

- 2 -

And one for Gas t on . I strongly 
I t ell you, do you mind - di d I 

Give me back one . (Boas r e turns c copy) 
It ' s one of t he best things that I ' ve read in a 
l ong time. 

I'm a little bi t •..• Helver ing i s coming in a t 

l SO 

ten on politics on tlew Jersey . I think you contact -
l t niOA you (Gibbons) better stay . Don' t you t hink 
so? 

All right . 

::lena tor :.loore, I mean, is coming in at ten. Wha t ' s 
been happening is t hat - Joore says t hey ha ve been 
passing ar ound from pill ar t o post f or a year and 
he wants a "Yes" or •No" and I told Helvering to 
come in a few minutes ahead of time . I think you 
better stay and we ' l l see what we ' re going to say .' 
~~Y experience with t hese poli t icians is t hey 1 d r~t ther 
have a "Yes" or "No" lhan be .kidded for a year, the 
way he ' s been. 

Yes or no. 

Uon 1 t you agree? 

Oh yes . 

And h.e s aid to me, "Tell me yes or no." 

rle 's a very direct fellow . 

So I t hink you better stay . And Magill isn' t allowed 
in on this for Internal Revenue . 

ldayor Hague sent · his very kindest regards to you last 
night. 

The more I go into this, the more I understand why 
he sent his kind r egards . 

Just so you know what I ' m doing , a t three o ' clock 
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Bell a nd Mac and I are seeing Sopkins on unea ployment . 
Let ' s see, nobody else gets 1n on that . 

On •nis flow ol' capital , i nasmuch as we are seeing 
the President supposedly at 12 : 30 tomorrow - end Mrs . 
Klotz , remind me to call up Mcintyre at four to find 
out about thnt appointment ; I ' 11 call tdcintyre a t 
four this afternoon . I ' ve got this evening free, if 
necessary, to jam tnis thing tnrough, because I won' t 
have a chance t omorrow morning to have a dr ess 
rehearsal, because we 1u.ve a meeting a t eleven 
o 'clock of the Executive Committee of the Open 
Market Comoittee of the Feder al Reserve, see, and 
tney 1 re coming from out of to.n. So if it's a 
~t Uestion of my getting together :11th Landi s and 
Eccl es, I ' d neve to do i t tonight . So will you 
people keep that ln mind? 

~rs Klotz : General Johnson i s coming in ht ten. 

H.M. Jr: Today? 

Mrs Klotz : 'l'omorrow . And I sent the pa pers to Mr . Magill. 

L!agill : 

li. t.! .Jr: 

\!agill : 

l! . '.l .Jr: 

jag ill : 

H. !.! . Jr : 

l.lagill: 

IL 1.1. Jr: 

I haven ' t gone over them. 

\'/ill you have a cnance to tell me about it before 
Johnson comes? 

~here isn' t much to be t old, es a matter of f act . 

Well; l et's do it Just before he comes . 

I can tell you in 1'1 ve minutes . 

All right. Do you (Mrs Klotz) mind speaking toLandis 
a nd Eccles and find ing out whether they are free · 
tonight in case we have to have a dress rehearsal 
before seeing the President, see? Tel l him I'm keep­
ing t onight open in case we • • • \'/ould they be fr ee, 
would t hey be ava ilable? 

I think it might be well to have a meeting tonight. 

Well, tell them tha t there is a 75 percent chance of 
having a meeting tonight . ~ould they - why not ask 
t hem would they be available? 
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Jrs Alotz : Ask them airectly . 

!L:.I . Jr : Direct ly . ..ell, le t ' s make a tentative meeting f or 
d: 30 at my hou:::c . Do you (T:!j'lor ) •:;:!nt to pi ck up 
those threads? I think you ought t o pick them up . 
Are you free tonight? 

'J'uylor : I can be . 

!l . :J. Jr : 

Olipha nt: 

I! . :J . Jr : 

Oliphant : 

H . ~ . Jr : 

Haas : 

n . .a! . Jr : 

Haas : 

li . I<! . Jr : 

~ell , tnat ' s that . Insteao of going around the room, 
who .vants a decision on - who wants to tell me some­
th~ng? 

Do you want to settle tha t Harvard thing? 

darvey?· 

Harvard . 

Oh yes . And we got a telegram - this telegram came 
in f r om Storey : "Would you be llill i ng to sit after 
Saturday t fternoon session of Table Five? " I twven • t 
got the program . 

I ' ve got one here . (Hands progr am to Secretary) 
There is Table rive at the beginning . 

11 E.ffect of •• • 

lhat ' s on that state and local - e ll t hat stuff . 

"Optional : Should the Federal Budget Be Balanced? 
I f so • •• • " I don't think so. I mean I can t r y 
and do that morning job, international money . 

"Would you be willing to sit after Saturday afternoon 
sessi on of Table Five on Federal r evenue and expendi­
ture? Origi nally we had hoped that you would come to 
thi s t able rather than t o Currency and Cr edit, b ut 
i nasmuch as our advisers felt th~ t St abil i zati on i n 
Table Three would be of gr ea t er i nter est we suggested 
Three . Stop . If you do not care to di scuss t he l a st 
part of Table Three, we t hi nk you might find the 
Saturday afternoon session of Table Five i nteresting . 
Stop . Sorry not t o have cl ear ed t his up over the 
telephone . " He ' s talked t o somebody. 
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Oliphant : 

:!oas : 

l:l.!.l .Jr: 

0 lipnant: 

ti.M. Jr : 

Oliphant : 

H. M. Jr : 

Oliphant : 

iL'LJr : 

Oliphant: 

l:! . :.! . Jr : 

Oliphant : 

tl . :.l . Jr: 

Oliphant : 

R. t.! . Jr: 

Oliphant : 

l SJ 

- 5 -

No.v , what d i d you fellows decide? 

'llell • .•. 

I 1m - Yle didn 1 t come to any conclusi on on the thing . 
My own position is I um at yo ur service a nyway . 

Yes . 

I don 1 t want to go until Saturaay . I a on t t Nan t to 
miss Friday night , a nd apparently unless tney shift 
their progr am - Taxing this Fr idey .. . . • I t hink n ine 
.,uestions out of ten tha t they wi ll ask on t he tux 
tnir~ ~111 be tne effect on business and business 
administr ati on 1..nd busi ness m£nage:~ent and corporate 
finance. :;o that I s hould t nink 1t ·.vould be n i cely 
taken ca re o f i f Hsas w&s tnere . And then, if you 
want somebody to :.nswer a ny legal questions . • • • I 
doubt if tnere will be . 

Well then , Vlha t abo ut Saturday for yourself? 

Well, I ' ll be glad lobe there Saturday if .. .. 

Pa r don me • 

••• tha t would be fundamentally ... 

r.!ine • 

.. . mine . But I .... 

out tne way i t IJOrl<s out 1 t is not r edly necessary 
for you to go Saturday , inasmuch a s t hat th i ng is 
Friday . 

That's right . 

J.nd do you car e? 

I ' d j us t a little r ather not go . 

Ju~t a little r ather not go . 

Because I' d have to go up the r e a couple days and 
just for •••• But I ' d be g l ad to go . 
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B .:J. Jr: 

Oli phant: 

!i. !.I .Jr: 

Haas : 

H. Ji . Jr : 

Baas: 

H • .A.Jr: 

tiaas : 

Hu&s : 

H.IJ. Jr : 

Haas : 

H. J . Jr: 

Ha&s: 

H.M.Jr: 

Haas : 

H. :.t .Jr: 

1S4 
- 6 -

·' ell, we •re being awfully polite with e ach other. 

.'/ell, it' s Harva r d involved . 

\Vell, I think inasmuch a s Friday afternoon is the 
thing that you would norma lly go on, then I would 
under the circumstances l et George go over Friday 
and stay over and sit with me on the Saturday morning . 

All right. 

What? 

All right . 

And we won't a tte!Dpt t o do a ny thing .... I think there 
is such a thing a! spr eadi ng ourselves too t hi u . And 
I t hink you (Baa s) shoulu talk over with Oliphant a nd 
!.lagill whether you want to t ake anybody up with you 
Fri day afternoon to sit 1·11th you. The.t ' s up to you. 
\'•'hat? 

All right . 

All right? 

O. K. 

I mean if you want to t Lke somebody like Kent - like 
t hat, I 'm not - think it over. 

Oh-huh . O.K. 

Then you could sit Nitn me on the Sa turday morning 
one as long as you ' re t her e . ~at? 

All right . 

Don •t you think I -

Yes, that ' s O.K. ~nd on tha t Saturday afternoon; you 
can still think about tha t if you want to . 

No 
1 

no . I mean 1!' I - for me to prepare for Saturday 
afternoon is going to t ake two or three sessions of 
a couple hours each . That•s all I can devote to the 
thing a nd I can't devote the same thing to this 
question of the after noon. I mean the ~uestion i s a 
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Haas: 

l! •. : . Jr : 

Haas : 

i! . 4.Jr : 

:.:&gill: 

d •. Jr : 

Oliphtlnt : 

H.M. Jr : 

165 
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budge t ary one a~way; i t would mean t aking Bell. 
hod I jus t naven t got t he - my mind isn't - I can ' t 
do it. 

No . 

I aon ' t think anybody but Treasury - I aon 1 t t hink we 
want to go in t here. You can ' t nelp but ha ve l eaks . 

Vh sure . 

If ne do 7axes and Interr~tional ~onetary St abilizati on, 
I think any univers i ty ought to be satisfied . 

Ought to be satisfied wito one of them. 

And I think ...• 

You can be sure on tnut other thing men like ~ouglas 
will be ther e anyway . 

I don ' t t hi nk so . 

Oliphant : un tne budget t hing . 

H. J . Jr : I don 't know . I th i nk the a!Oslest Hay to begin ls 
to do i t by te l ephone . Don 1 t you thi nk so? 

l rs Klotz : (Nods yes} 

H. ·•. Jr : (On pnone) See if you c an ge t Mr. Charles lol • . Storey, 
J unior, ei ~her at 4uar ter of tRelve or a t quarter 
of three thi s a f ternoon . I ' d a l i ttl e bi t pr ef er 
the quar ter of twelve. hnd let me know, will you? 
You kno~, t he same call as yester day. 

Gibbons : 

I:I.~ . Jr: 

Goston: 

We ar e al l so terribl y polite wi t h e ach ot her . It ' s 
marvel ous . 

It ' s t he effect of t he dinner l a st night . 

Now, who else wonts u decision? 

The press would l ike a l ittle information obout our 
r el ations with t he Dutch on t his lowering of the 
buying pri ce fo r gol d - "net her tnt y consult ed us or 
no t . 
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Lochhead : 

H • .J . Jr : 

Guston: 

I:! . 'LJr : 

C::.ston: 

Lochhead : 

Caston: 

d . ... Jr : 

!.ochhcad : 

H .~ . Jr : 

Bell : 

H.I.! . Jr : 

Bell: 

iL:.I . Jr : 

Bell: 

H. r.I . Jr : 

Caston: 

- 8 -

I ' ll speak t o you about i t. 

The answer i s they didn' t . 

Nell , tney ar e not i n the tripnr tite agr eement; 
they ~re not obliged to . 

Oh yes t hey a re . 

Well .•.• 

This has nothing to do ~ith that . 

»11 r ight . 

1he answ~r is tney ui dn ' t . 

.le 've checked 11 i th them. 

.Y ell, wr i te a memonndum on that . 

(To Bell) Your balance •.•ent up. 

166 

Cot some r eceipts from Frisco , t bout seven mil l i on 
dollars . 

How can I keep t r &ck of you when your receipts go up? 

darry Hopkins ••• 

••hat• s the matter Nith t ne Youth Administra tion? 
Can ' t you do better than that? 

•.•• if he doesn ' t &now these big recei pts come in, 
he can't spend i t. 

I never hear d of such a t hing . I keep a dai l y check. 
.Running kind of l ow . Only got a balance or 760 
million. You won't toll Barry, though, the r eceipts 
a r e going up. We'll have a nice friendly chat this 
aft ernoon - one hour. 

Do you want t o r ai se t ha t ques tion of def i ciency 
judgments tha t Bi l l Yyers i s interested in? 
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H. ;J. Jr : 

Gaston : 

H. '! . Jr : 

Gaston: 

H. ILJr : 

Gus ton: 

H. :.I . Jr: 

l.ltlgill: 

H.M. Jr : 

IJugill : 

d • ..t . Jr : 

Roche : 

Jagill: 

Roche: 

:.lag ill: 

H.M. Jr: 

Roche: 

B.Y. Jr : 

Roche : 

- 9 -

Let Wayne Taylor handle that . 

All right , I 'll talk to him about i t . 

I ha ven' t got time . 

Right . 

I haven ' t got time . I mean I•m just about - I ' m 
cro~:ded to my mental ca pr.ci ty, that ' s all. 

All I'ight . 

·:zha t else? 

167 

Looks as i f I •ve got to up on the Hill on your 
cari'iers' tax . Yr . Doughton got it tnrough the House 
in march time . ,vent through yesterday afternoon 
without any trouble . But Senator Harrison seems 
politely unin~erested . 

~as it passed the House? 

Oh yes . 

~oes Miss ~oche get the significance of this? 

I didn ' t hear wnat •••• 

'lou know this cari'iers ' tax . 

Oh sure]Jr I do • 

. lhich expires on the 28th of February. Mr . Dough t on 
put it through his Comoittee and t he House very 
prompt ly . How lying on the doormat of t he Senate. 

Well, if necessary we :night find out wh.o r epresents 
these people do1vn there, Miss Roche . I mean t he 
rai lroad men. I mean if we have a l ittle t rouble . 
What? 

I thi nk they are followi ng it very cl osel y . 

>lell , I don ' t wonder . 

I don' t know. 
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ll.J. Jr: 

Magill : 

ll. ',f . Jr : 
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Well, anyway, when you come down from the Hill let 
us know . 

The Senator wants a memorandum on it. 

All r i ght . \Yha t else? 

You two fellows (Bell ana 1lcReynolds) get together 
on that Secret Service . 

:.:cReynolds : Yes . 

a . :.t . Jr : 

Gibbons: 

tl . :.t .Jr: 

Gibbons: 

H. !A. Jr : 

Gibbons : 

t\hat else? Can you (Gibbons) report ally progress on 
Cus to:ns? 

Oot a t ough s i tuation there. He ' s very r ecalcitrant. 

Don 't force him . 

No . Vlell, I want to t alk to you cbout it , you know. 

All right . 

Ballinger ' s doing a good Job there, but it's slow, end 
he ' s going to s traighten the whole situation out. 
It ' ll make him sore as the dickens . 

Well, i f anybody hasn't got any tning else, all right. 
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l S.S .. 
t~SURY-S . E.C . -FEDEP~L RESERVE 
~E.ETIIlG ON RESTRICTIOn OF 
:'O!U.IGN CAPI TAL INFLOfl 

February 16, 19)7 
10:00 A. !J . 

Pr esent : 

H.M. Jr : 

J..andis : 

H. :.! .Jr: 

Gourrich: 

Mr. lolagill 
r.lr . Gaston 
1.4r . Lochhead 
Mr. Zucker 
Mr . Haas 
Ur . White 
'Mr . Opham 
IJr . Oliphant 
!Jr . Opper 
r.!r . Kent 
!Jr . Seltzer 
Mr . James M. Landis 
Dr . Paul P. Gourrich 
Dr . Raymond 'II , Goldschmi d t 
!.!r . Eccles 
Or . Goldem1eiser 
:Jr . Bryan (Of Federa l Reserve) 
Or . Feis 

Keep t alking and maybe we won•t have to do anything. 
Uid you (Landis) see Saturday ' s figures? 

~my , I did see them. I saw Sa turday ' s figures . 

All we •ve got to do is to talk . 

But we have to keep on talking . 

Gol dschmid t : Tha t helps only for one or two days . 

H. li .Jr: And the interesting t hing was, you notice, they all 
did the same thing. 

Goldsc~idt: All the ~opeans usually have 
plus or minus on the s~e date . 
not; t hat's independent . 

the same tendency 
Canadians, of course, 

H. M.Jr: 

Golden .: 

H. :.l . Jr: 

I t ' s not much use s t ar ting until Eccles gets here. 

(Goldenweis er and Bryan come in) 

I ' ll have to nave my wstcn better coordinated with 
Treasury time. I' m jus t exactly on time with my 
watch. 

Well , last time i t was your car . 
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Golden .: 

H . tL Jr: 

t.ccles : 

H. J . Jr : 

t ccles : 

IL t!.Jr: 

170 
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I investigated it after tha t and found it was - my 
watch wa s four minutes slow ond that parking took 
thr ee minutes too long . 

\'/ell, I think the Federul Reserve and Treasury 
better set their watches . We ought to always be 
ahead of you. 

1/ell , supposing I start in this way : At the reques t 
of the President, the three organizations have been 
working together and ..•• 

(Eccles comes in) 

HoK do you do, everybody . 

Is your middle name "Jimmy .Valker"? 

No, my name~ nJesse Jones ." 

All right . I 'Ras saying that a t the reques t of the 
Pr esi dent the three organizat i ons got toget her, and 
their technical s t affs . And I was getting a little 
bit impat i ent and I asked you gentlemen whether you 
wouldn ' t come because we had a suggestion to make, 
would ltke to get you to consider it . I mean I 
don't want you to think it is - I mean I think it is 
a suggest ion which has come out of the meeting of 
tne technical s taffs . 

I'll just give i t very roughly and then the technical 
explanation- I'll ask ~r . ~agill to explain, or Wr. 
Oliphant, ~-body who is nere to help out. The idea 
that we have worked out, wnich I have talked to Mr. 
Landis and Eccles about over the telephone, and also 
Ur. Feis, was that instead of trying to f ind t he 
perfect answer to this, we attempt t o do something 
now which we could all agree upon. And that something 
which I ' d like to discuss this morning is the i deo of 
increasing - of giving - of asking ~ongress to give 
t he President the right to increase the tax on aliens 
11 ving abroad on their income, both f r om pri vate 
sources and corpora tions, and also - I mean giving 
him t hat right to if he wanted to . And we will gi ve 
you the background on this, the other similar powers 
t hat he has on other things that affect foreign 
holdings. Plus one ot.her thing t hat we nave dis-
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covered, that a foreigner holJins United Stctes 
Government securities pays no tax whatsoever; and 
we felt that we might be able to go up, if everybody 
:1srccd o:1 this th1no c;o up to Co!"~ :- css g i vin; !l! 

an excuse for our hurry our 15th of March financing, 
and say we wanted to g et this t hing through before 
the 15th of Llarch so thvt the nex t lot of securit.ies 
we sell would not also be free f r om taxes to 
foreigners, and tna t 1ve might get the thing through 
on that basis, giving a list of otter metnods which 
tnese tnree organizations would continue to study. 

!low, ;;e get figures through S. E. C. every morning and 
every night and, to sno~ you whet just talking about 
it will do, tae first day tne foreigners h!'d a cnonce 
to ao any t ning was Saturday ana taey completely re­
versed themselves end t he five countri es sold ne t 
two million eight. 

Now, I 've given you the way I feel about tnis thing 
a t t his t !me . And ~agill , could you go into the more -
the backgrounJ End the other examples and the precedent 
whi ch has been establisheu for giving t he President 
tne per missive power to do the thing . 

Yes . I don ' t know that it is necessary to do this, 
but I think it is .1ell to s tart with what the present 
scheme of taxation is with respect to non-resident 
aliens and t hen consider ~hat mi ght - from tnere what 
might be done to meet this problem. 

As far as the present sche:ze, I dare say most of you 
are familiar with it . ine non- resident aliens are 
really dealt with in three different gr oups, wnether 
you are speaking of indiviauals or cor porations . The 
one case is the case of the non- r esi dent al i en 
inuividual or corporation which has an office or place 
of business in the United States, and such a non­
resi dent &lien - such an alien is Jealt with the 
same as a citizen or r esident . 

In the case of the r esident foreign corporation there 
is a flat tax of 22 per cent on his income f r om 
~merican sources . In the case of the indi vidual 
engaged 1n business here, the same r ates as t hose 
applied to citizens a nd residents. 
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Tn~n , as most of you Knos , toere nas a provision 
mane in the Act !'or the possibility of a treaty 
with Canada and also with Mexico ; but there is 
;;c~d.ir..g ~ trau ty ·.:1 th Conada the s ffac t of whi ch 
would be to reduce the withhol di ng r a t e on 
per iodical income, sucn as interest and dividends 
e tc ., to l"i ve per cent both in the case of the ' 
corpor a tions and the imlividUBls, and there will 
be no tax on capital ge ins at all. 

j72 

Well then, finally , 1-s t.o non-resident ~<liens other 
tnan these Canaaians ana other tnan al i ens who hnve 
offi ces and iJlcccs of business here, the third 
category. ,?e pr oviue in tne case of an indi vidlllll 
for & •ithhol;1i ng rete of ten percent on periOdical 
income such c s interest, ~ividenas, salaries , rents , 
etc ., and no tax on capit&l g~<ins ; and in the case 
of tne foreign corpor a tion fifteen percent on interest, 
rents and r oyelties, ten percent on a ividenas , and no 
t ax on capital gains . 

\/el l no.v, in appro .. cuing tnis ;Jroblem, there, I pre­
sume, are two principtil sol ut i ons t ha t you could 
think of . One is the increase in the wi thhold in6 
rate; the other is placing some t ex on capit~<l gains , 
on tne tneory of course tnat th~.t would be a perti ­
cular deterrent Nitn respect to toe speculator und 
some deterrent with r espect to others . 

As bet.,een the two of the::~, toere ms been a lot of 
.. orlt done oere in tne Department, done by :.!r . Bryan 
ana by others, on toe subject of the possi bili t ies . 
The difficulty in the ccse of the ca?ital gains pr opo­
s ition is of course t he adminis tra tive dif f icul ty, the 
difficulty of enforcement, because many of these trans­
actions are carried out &brorcd and can be perfectly 
well carried out abroad . Ther e at t he present time 
is no necessary r e1.son why the capital gain should 
arise in this country, even though it arises in 
respect of American s ecurities . Hence, it is a 
matter of a great deal of difficulty to formulate 
provisions of such o sort that the capital gain 
would really be taxable, that it would be odminis-
tra t1 vely feasible to collect a tax, even though 
t heoretically t her e would be no particular diffi-
culty in imposing a t ax. 
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So far as tne practicability of increasing the 
Nithholaing r e te i~ concerned, I should say there 
i s almost no difficulty . Toe withhola1ng t ax is 
tHHIY Lo collect . Tnll r e is no necess i ty for 11 

r eturn from t he alien, but you simply out your 
finger on the Amer ican source of t he income and 
ask t ne American payer to wi inhold t vtenty percent 
inste~>d of ten, or whn tever figure you may decide 
upon . 

uell , conse..,uently , in .. orking over the t:1o r.nd 
naving in mind tnen tn£ f~ct tn.at il' we ,mt in a 
tax on capital g&ins on tne alien the difficulti es 
of euforce:nent er.d aa::~inis tr<. tion ·.ro~d be very 
~rest, and ~ui•e Ln elLborate :n&chin£ ROuld be 
necessary if the t Lx •er~o re&ll.y to be e!'lforced, 
our thouth t ,.as tna t it would be l:>es t to sta rt 
with a n incre~se in the withholding r a te, s ince 
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th~ t can be made effective, end leave the possible 
increase in the tr.x on c upital rains for later 
treutment , contemplat ing , as tile Secretar y has sai d , 
t ru. t if and when e s tat.emcnt i s given out we would 
say 2mong other things thu i that was one of t he 
matter s we were studying and one of the t hings which 
might be done next . 

Nell t hen, so far as t he ~ithholding rate is con­
cerned, t here 11ere tv;o d ifferent possibilities Lhere 
wnich we nave considered . One is to make 2 flat 
increase 1n toe vLrio~s Nithaol-ing rates . The 
other is to make toe incre~se ana decrease depend 
u~on some findi ng of f act or s6~e ~roclamation b' 
tne President, so t ha t in t ne event tnat t his con­
dition should change ana tnis flow snoul- ~everse, 
for example, as NOuld b~ possible , we could take 
steps to c hange t he r ate w!tnout tne necessity of 
applying to Congress for new legi slation, with the 
consequent delay, etc . 

Well now 
1 

speaking t o that proposition, I presume 
the principal precedent that we have for the - there 
a re several precedents , but the principa l one is in 
the Revenue Act a t tne moment, and that is t ne pro­
vision put in in 19341 when we had cniefly in mind 
tne action of France i n i mposing what we r egarded as 
discriminatory t axes upon Americans who had business 
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offi ces i n Fr ance but to our wuy or thifu<ing were 
not earning any income fro:n t ranee . I don• t think 
I need to go i nto thot c.ny more ; I wi ll if you w~<n t 
we ~v . At ttu.,Y rtd.e , ,,hcl. u(;! JlJ ttu:rc:: .. c:.S to ... ut in t; 

provisi on to tht eff ect tha t if the Presi dent should 
f i nd that Americans and American corportl tions wer e 
bei ng di scriminat ed agoinst by any forei gn country 
in its taxa tion, the President might so proclaim and 
might incr ease the r ate, olght doubl e the r ate of 
American t ax on tne citizens of that country with 
respect to their J.mericnn income; and t here was rur­
tner provision for decreLsing the r ate Egai n in the 
event the President found th~t they had ~uit dis­
criminati ng • 

."/ell , t he whole thought of that ;>r ovisi OJ: , a s I r ec1..ll 
it , in 134 <~as to •wve u club . The provision itself 
woula pos sibly onve giv~n difficulty in oper a tion, but 
it di d seem to have the effect which we r eally had l n 
mind in b ringing the rrench into line . So t hat we 
have now in the lav. n provision givin6 discr eti onary 
po.ver to t he President, which i s not a t all dissimilar 
to t he pr oposal ner e . The President would be given 
simi lar oi scr e t ionar y powers wi lb r aspect to the 
i ncr eese or decr er.se·of t.nis wi t hhol di ng r ate . 

Then i n ot her J.cts there is simil~r di scr etionary 
po~er of the Pr esi dent wit.n r espect to a l i ens : Such 
thi ngs a s the neutrality lcgislEtion concern i ng 
exports for .1ar puri)oses ; the increa se of t&r iffs in 
case t her e h£s been discri mi nati on ~broad ; and then 
toe legislation fix i ng the gol d content or the doll~r . 
So t hat the legEl offi ce nEre feels tlu:. t i t would be 
possi ble t o f rame the l egislati on in s uch a ~ay tha t 
it would be valid • . 

And f urther , it seems t o all of us t hat ther e i s an 
obvious advantage i n having some f lexi bi lity in the 
appl i ca tion or in the r emoval of t hese addi tional 
rates . 

I' el l now, to make t ha t proposition more concre te , 
then, what we have i n mind would be a bill _in which 
t ne wit hholding r a t e ns to non-resident i noividuels 
and non- resident cor por ations would be incr eused . 
Then a second section t o t he e ffect t ha t if t he 
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President maae certain findings, a proclamati on, 
then this rate :rould be dec rea sed or increased 
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as the c ase might be; tha t is, the Presiaent could 
wur·k l t ~1 tiu::r· .Tuy. 

Now , as to whet the r & te snould be fina lly, whether 
you nave a flat incretJse or whether you give this 
discre tionary power , the St tJti stical Division has 
made some investigation of tne applicable rates of 
~:i thhold ing L broad, and further::~ore of the effect! ve 
r ate of tax as it appl i es here . And, so far ts the 
~r1nc1pal foreign countri es are concerned: In Great 
Britain the present ~1tnnol~1ng rate, the present 
normal tax r ate , is 231 ptrcent, as against our rate 
in the case of n~n-r~sioent alien ina iviaUbls of ten. 
Ana France, I unaerst~no, is 1~, 18, end 24, dependent 
on the types of 5ecuriti es . 

lhen we flnu tl:\ut so rc.r &s dividenvs are concerned 
in this country, if you eli minate the person with the 
small ear nings , whose income i s below ten thousand , the 
average effective rate on American nation&ls with respect 
to a1v1dends r uns &round t wenty to twenty-five per cent . 
bo tha t you can make out t ctse for the proposition 
tuat to incr ease the rt te of .vithholc.ing on individUills 
to, say, twenty - non-resident alien individuals - would 
not be out of l ine Nith the r ates which tney are at 
present paying in their o'.\'ll countri e s, or out of l ine 
.11th the r ates which our own nat i onal s are payi ng .vith 
respect to the bulk of these types of income . 

~onsequently, our t hinking - I don ' t ~no.v that these 
rates are at all definitely fixed in our own minds, 
but our r a te of tninking runs somewh&t like t his: ~hat 
so f~r as t he inJividucls are concerned - by indivi dual 
I mean non-resident alien individual who does not have 
en office or place of business in tne United St ates -
increase t he wi thhold.ine r ate from ten to twenty . And 
tnen so fer a s non-resident foreign corporations are 
concerned, we h~ve considered increasing the rate on 
items of peri odical income, other than dividends , from 
fifteen to twenty-five , end on dividends f r om ten t o 
twenty. In other words, an increase of ten percent in 
each of the three effective r ates . 

!low as I say I oon't know that we ere absolutely 
defLnttely de~ided t hn t those a re the precise rates 
which s hould be adopted . But they seem to us, on the 
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basis of the data •·:e hove, to t he too best support­
able ones . 

We should consider in the same (lonnection thAt t ha 
pr esent r ate on resident foreign corporat i ons - tha t 
is , tne corpora tion which has a n office or pl ace of' 
business nere - is no.v l flat 22 , and I suppose it. is 
conceivable t hat in the case oi' this incre&se in the 
rates applied to non-resident fore i gn cor por&tions 
you mi ght want to m11ke it a bit higher for wha teve~ 
encouragement it might give to those corporations to 
nave domestic offices here; give us a little better 
hold on them . 

I think that outlines the story . 

St art .vith Ur . Landis and go around the room . 

I think perhaps tne best way to start this is to 
recognize the objects and deficienci es of any of the 
schemes consi der ed ut the pr esent time . It Ron ' t 
uo certain t hings ; 11e all r ecogni ze t hat . Nll rneiy , 
tho t i t won t t prevent the specula tion, we ' 11 say -
won• t prevent speculation i n non-dividend paying 
s tocks ; nor will i t pr event specula tion where the 
main desire oi' the forei gner is to g et his return 
as a result of capital ~pprecit tion r a ther t han 
inter est . I t hink there are your mo's t - are your two 
prime defici encies of the existing proposal . 

On the other hand, i t does seem t o me tha t tne problem 
i s a pr essing one, and t o work out a scne~e of either 
e capital gLins tax or a nominee system, or somt t hing 
of that nptur~, woul d just t ake too much time at t he 

,present juncture . Now, the s tatute of the type that you 
ar e t alking of, I t hiDA, coulc be written on two pages , 
and 1t is an e asy stat ut e to argue for . It 'Rill be 
appealing f r om that standpoint , the i dea of at least 
trying to equalize benefits from speculation between 
fore i gners and this country by a rough-and-reaay 
method of increasing the withhol ding tax. hnd it 
would seem tha t a t hing like that could be put t hrough 
Congress in very short time, Nhereas if you moved ln 
the other direction at the present t ime, you' d have to 
spend most of your concern on the administrative side 
ol' it the inter medial adlllinistrative side, which may 
be wo~ked out - I don 't know - but I haven' t seen yet 
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u clear-cut bnswer liS to now 1 t can be .vorked out 
without pr actically re.>ri ting the t ax l aw. In other 
uoras , e s t atute th~>t would try to get at the ccpital 
g~!~:: t:.x ~nd t::-~· to :l!lke t h!:.t th!!"~ e.ppli<:Pble t.n 
forei gners v;ould t ake thirty pages of writing plus 
a great deal of ingenuity with reference t o your 
sanctions - a tremendous amount of ingenuity . And 
then you have ultimately this gamble a s to whether 
or not those things will .vork and the degree of 
personnel that would hove to be employed in order 
to put a statute of that type into any ki nd of effec ­
tive oper ation . Those, I think, are the prime con­
sidera tions . 

At the present stage there is necessity for doing 
somet hing and doing somt: t hlng ,.uickly . You have 
the aoministrative macninery a lready set up to do 
soJJething .vi th a withholding tax and to lllli.ke tha t 
kind of thing enforceable , and therefore increasing 
the ~ithnolding tax is ~ very simple method of getting 
a t this situation, even though you admit it isn' t by 
any means t he cure . 

The one point I would make is the desirability of 
having t he tiling discreti oM rY rather than fixed . 

I 11as going to ask you wnether you liked t hat. 

I t nink that is important . It is not a discretionary 
tiling to administer assumi ng tm:t yot.. have your ob­
jectives clear ly in mind . Being discr~ tionory , I'd 
like to see the t hing .1ith pr etty wide limits. It 
ma y be tha t you ' d want to drive t hese taxes way up . 
One can• t tell . /.nd therefore in the s t a tute I •d 
like to see just as much leeway as is possible there 
from the standpoint of s. big - much more than doubling 
existing r ates of taxes . 

l.lore than triple? 

Well. ... 

As an upper limit. 

Well, perhaps so. 
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•lha t would . • • • tlow, we were tbink.ing in terms of 
increasing withholding r ates on individuals , say, to 
twenty percent, which is doubling. Now, bow much 
leewo:r· nvuld you .. . . 

I shouldn' t see wny you coul~n ' t have an upp~r limit 
of forty percent. Maybe you don't went to use it, 
but you may want to use it. And if, for example, 
t hi s is t oe onl y legislation that can be gotten 
through t his Congress - I me~n I ' m not sure t hat from 
the standpoint of broad odminlstr~tive policy the 
whole question of t axation along these 'H ide lines 
wants to be opened up a t tnis session. One doesn't 
know what the situation will be nhen Congress is out 
of sessi on, Lnd Congress will be out of session from 
about around June until December . So .. .. 

You're an opti mist. 

So t hat .;.. think consider uble l eeway there is very 
desir able. 

!.''r om your other poi nt - your point of t he legal 
validity of the thing, 1t seems to be so clear l y 
est ablished thPt I should think there ' s no use of 
even bothering about it much . I mean your earliest 
cases would cast an aurora ell t he way down the 
l ine, end es?.ecially when a~plied agains t the 
foreigner . l ha t seems t o be a good Constit~tional 
doctrine: 11Soa l.{ Lne for eigner . " 

IIIIey I just say before ~e go to Ul r . Eccles or before 
anyboay wants to ask you some questions, we had a 
secret meeting her e the l a tter par t of last week 
1·1 i th Senator Harrison and Congressoan I.Joughton on 
taxes, and ~1e came to an understanding here, 1.hich 
subse~uently the Pr esident a pproved, t ha t nothing 
would be attempted on t axes until after the 15th of 
March . I told t hem about the possibility of a sking 
for this kind or legislation before t he 15th of March 
and both Senator Harrison and Mr . Doughten thought 
it would be possible to get it through before the 
15th if we asked for something a s simple as t his . 
But I wanted ·to make plain - I mean to help us all 
in thinking - that nothing will be att empted on the 
1937 Tax Bill until after the 15th, and t hat is -
we ' ve got thet agr eeoent between tne President, 
Congress, and tne Treasury . 
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But in sounding them out - I mean the posslb1li ty 
of coming forward .vith something like this - the 
?.':~Y thing that S~nator Harrison - •.Yell, he said, 
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" ... · v" go L Lo r e-eauca te myself ; I wa s brougm; up 
on the theory of what can we do to attrac t foreign 
capital to our shores, ond now you tell me we don ' t 
want that . " But from the standpoint of getting it 
through, they seemed to think it was perfectly pos­
sible and they liked it . 

Another point I tnink is 1vorth making is thllt , assuming 
that you get somet hing like this through, this would 
be after all complementary to any other scheme; that 
is, a capital gains tax scheme or any other scheme . 
This is not in opposition - you wouldn' t have to bother 
about this, you wouldn ' t have to change it . You could 
follow this 1¥ith sup!)lemental legislation . 

This would be a found~ t1on which you could build on. 

Yes, and it woula fit in togetner with any other scheme 
which sought to go further . 

JJo you went to call anybody from your gr oup before we 
go to the Federal Reserve? 

Vlell , Dr. Go\il"rich nere suggests that as soon r.s 
possible - and I t hink tnis is a very good suggestion -
~e try to improve our statistics on foreign buying and 
selling . We don ' t have enough yet . The source of our 
statistics is a little obscure . He don ' t ~noR what 
stoc~s , for example , tn&y ere buying . Take the - I &m 
s peaking of this problem on non-dividend paying 
stocks . ~e don' t Know enough to kno~ whether the 
foreigners themselves are playing :nth those secur­
ities or whether they ere playing with securities 
where the dividend yield is highest. 

That's purely within your shop, isn't it, or not? 

I'm not - perhaps so . I 'm not sure quite what the 
strength of our power of r egulation i s there . These 
figures we are getting now are purely on a voluntary 
basis . A little added few lines, just empowering 
regulations to be issued by us, which will call tor 
their reporting certain things, might be a good idet 
at this time. Of course, that would also give you 
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the basis of saying here, "In this legislation we 
are looking forward ." 

I wish you 1 d consider tha t and let us know wha t you've 
got in mind . 

And another thing, we ' d want to show what kind of 
securi t i es are being bought abroad, as 'Nell ns what 
kind of securities are bei ng bought here . 

You mean being bought abroad by United States? 

Yes , sir . 

uould it take S . E. C. very l ong to work out a little 
par agraph? 

No . 

No . 

Anything else, l..andis? 

No, that ' s all . 

Anybody else from your staff? 

The only thing I thought of is the higher you make Lhe 
'A'itbholdins r ate, the more important probably would be 
the questi on about Amer i ca ns acting as nominees for 
foreigners. I think you would have prob~bly to think 
of that, so t ha t evasion woulan ' t come in there. 
Particula rly private persons acting a s nomi nees, ¥1hich 
I think you do not cover at the present time . 

I think, Ros, you could settle that simply by regula­
tion - I mean power of r egulation . 

I think you could too . 

I think we sant to keep i t two pages, or one or two 
pages. Don't you think so? 

Ub yes . 
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I ' d like to mention this point . Stocks today yield 
about , say , three or four percent, so that if you 
taKe twenty percent t ax, tha t will mean i t will 
1ncrease carrying charge !'or a specUla tor or inves­
tor less than one percent per annum, and in a bull 
m~orket t ha t ' s nothing . 

It ' s all true, doc tor , but I think, 1f' you don • t 
mind - I've listened and heard what t he thr ee staffs 
are going to co . Now, until .ve get - i f I was 
sugges ting sometning here end ~r . Eccles or ~r . 
Lanais sa id, "No, this doesn ' t fit in t he pattern, • 
then I ' d dr op i t . But if af t er t he conference this 
aoes f it in the pa t te r n, you see - but tne t hing I 
am a~raid or is I Rant to make this f irst agreement 
jus t a s simple as possible. As ~r . Landis sa i d, 
tnis isn' t the answer. But i f you' re going to give 
me a complete tax bill of, as ~r . Landis says, t hirty 
pages, I just CLn t hrou up my hands . Because after 
three months we really haven ' t gotten anywhere as to 
a compl et e pi cture ; end, l istening to the thing, I 
don ' t tnink we •d get anywhere in another three months . 
r 4uite agr ee with you t ht t this isn' t going to solve 
it, but a t least it ' s going to make a start, a nd after 
talki ng to Harrison and Uoughton I think we ' ve got a 
seventy-five percent chance or getting the t hing 
through before the 15th or ~arch . 

I t h ink the r eel virtue or it is tna t peopl e will 
consider t~t something i s being done - and the f irst 
time - but I think ~e ought not to expect too much 
from that, b ecnuse it i s just a small t hing in a ris­
ing market . 

8ut I t hink t he next week or two, if we ' d say , •We 
really mean business ," we a re goi ng to tell whether 
Saturday was a strong wind or not . 

But I mean don' t be too hopeful . 

Tha t's r i ght . Anything else , Landis? Eccles? 

I think that the importance of stopping foreign 
capital coming in here is - I sometimes think t hat 
~e don't fully appreci a t e it . Maybe we do . 

What is being proposed I am in accord with as port 
of the program . I think it fits into anY program 
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I h~d hoped th~ t ::c inight add a t th1a time u flut 
capital g ains tcx on atocks only . Tha t appear s to 
be much more simpltt o r udministrt.tion th&n a cl!pital 
gains t ax apply ing on all ce pital gai ns . The t would 
have t wo va lues . One , · i t would reduce the a ttractive­
ness of the stock market, wher e the real speculati on 
is being uone and where t he lar ge part of foreign 
funds is going . It Nould thus reduce the amount of 
f'orai gn funds com1n; in here and i t .10ula thus reduce 
tne spec~f:tive funds avtilable for the stock mLrket . 

It cay be ttl& t tnc. t 1ould involve too much time c.nd 
t .1at this other ;>rot;rlll!l cc.n be gotten thrOlJ6h in the 
co..lrse ot' e fe71 ,veeo<s . Ot course, there could be no 
ob"eetion to getting hS much as you can get now, if 
we ma~te up our min.J thllt 11e 1 ve got to nave something 
else before Congress !ldjourns . I woulan •t f eel satis­
fied mer ely to get u - II i th an increase in the wi tn­
holaing tax, un~&ss I !'el~ that :;e wer e going to£ et 
something el se t hat would re~ lly be effective . 

As t o the question of the a i s cretionary power in the 
wi thholding tax, I don ' t know . I ' d like to think 
t>bout tn!i t . It l s a new tnought in so fe r as the 
applica tion of this tax is concerned ; at the pr esent 
time it isn' t d i scr etio!Ulry . :/nether it would - just 
Ghat effect it may have I don't ~now . If there ls 
going to bee discr~tiontry po~er, I would like to 
·see it - like ..!r . L1.ndis, I' d like to see it up pretty 
h i gh, thirty or forty percent r ather t han up t o twenty 
per cent . 

~r . Bryan has been s tudying this . I haven' t nad t i me 
to give it ver y much thought. I' ve just hit the high 
pl aces on it in one conference, read a memorandum, so 
I r eally don •t feel very competent to discuss the 
technical details of the program . I am primarily 
interested in t he general ob jective . And I would 
like ~r . Br yan t o Jus t speak to this question, not 
i n too much d etail but merel y an outline of the matters 
.ve discussed the other day . 

Wr . Secretary and ~r . Chairman: I find myself very 
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genuinely impressed with the a rguments t h!!t ha ve 
been made her e fo r tn~ withholding t c.x as a step 
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in c. prog r am tlla t will eventually be developed , 
b U U .1. t """·":! ~0 '''" u~~.~ L L here are v~;;ry pro iOW1d 
pr actical a r gumenLs for using the withholding t nx 
incr ease , either discretionary or otherwise , r n ther 
immedi a tely . I a lso am inclined to feel , uo.vever, 
tna t we mus t r egar d thli t ~ s o step r :. t her t hnn as 
a final solu t i on. 'lha t point, of course, n&s been 
made . 

No.v , I hL ve one; or two .. i.lcs tions tiu;; t I ll'a a little 
;.>u~zled about , a na iuen one observation on tne 
&doinistrc. tion or Cll,Ji t~ 1 g t i ns t ax, < na tuen I will 
n~ve sc. i d all t nc t I hc.ve to say . 

One of t ae!:l I no ,o;onJcrin.; · bout is the ?roblem of 
t ne i)r oposed treat;.· wi tn Ccnada :m:t t he reduction 
or tne Canc.dian r e; t e t o five percent . No.·.• I & s I 
see it, with tne pr esent ten percent r a te in exis­
tence , toe r eduction of t he Canadian r ate to five 
percen t will not complete ly nullify our withholding 
r a te , because O.:snedo ltsdf has a withnolding r a te . 
But i t woulu seem to me something to be investigated , 
Mr . Secretary , thn t if 110 r Li se our r a te on withhold­
ing t ax to ,;;1enty , t 11ent.y-five , or thirty percent and 
t.he:n reduced it to !'tve percent for t he Canadi Lns, 
foreisn ca;>it&l "'iSht flow into the United S t & tes by 
r outE of .:anada , by woy o t' Csn~>do , Lnd to some extent 
nullify i t . That is mer ely a ?roble~ . 

:.Icy I just &sk :Jr . t{ent to a ns·::er t h& t es ht> goes 
along, because ~e h&d this s ame - somebody else i n 
our o7m c :-o.vd . . • l.ont to cns.:er th& t , Kent ? 

I just wanted to ooint out. that tne tre~o ty ::ith Canada 
&ffects only t he imposinG rate of t ax . It leaves us , 
if 1•.e wish to do so o r if it is )lecesse ry to do so, 
f r ee to withhold at the gene r al r a te and to make 
refunas only wnere proof of Canadi an res i dence or 
c itizenshi p is forthcoming . So t hat we have o maxi­
mum freedom of ac t ion on t he adminis tra tive s ide . 
!low, now f a r i t v. ill be necessary or desira ble to go 
in the exerci se of thll t po.1er, of course, remains to 
be s een. 

And you might also - I mean I asked the same question. 
Our investments in Canada are fa r in excess of 
canadian investments in the United Sta tes . Ju~t wanted 
to .... 
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','I ell, t ho t may s et tle t hat questi on out of hend then. 

Now, I have wonder ed a little bit about the problem 
of enfor cement with r egard to a yield tax 11' we aid 
step up the rate substantially . I have r ather felt 
that ve :night even in that t a x run into r t. tner serious 
diff iculties of enfor cement . "nci I luive also wondered 
with r egard to capital gains t c.x if we could om! t the 
element in the capital i:Bins tnat has to do with 
bear er securiti es, in wnich we have exceeding diffi­
cult y , t~nd could confine our selves to stock c ertifi­
ca tes, in which a f t er all capital gains are largest, 
and which are ordinarily r egi s tered in transfer 
offices in t he naoes of an o.vner , we might not finully 
derive a fairly simple and administrable capitol gains 
t ax in tnat connection. NoK , I tnink that that is a 
subject to be s tudied and perhaps outside of the 
present discussion. 

•'/el l , !.!r . Bryan, may I - just talking for the Trensury 
insi de this room, the reason w:'\y wo are sidestepping 
capi tal gains is that •e feel tha t we couldn ' t apply 
that or ha ve i t i n t he bill o t t his t i me without ra i s­
i ng the whole ~.; uestion of capital gains dota~stically . . 
No•::, we foel t hn t this ought to be - if -Ne are goi ng 
to r aise tne questi on of capital gains , tie can' t r uise 
it for the foreigner without r a ising it domest ica lly . 
Aoo if 11e are not going to do anything on our domestic 
t ax situation until after the 15th, .re would frankly 
like to postpone that question until 6fter tne 15th, 
just as a matter of - ah - common ~ense , I mean, or 
poli t i cs , whatever you went to call i t . 

Strat egy . 

Str ategy . Thank you, thank you. I mean that• s wha t 
we ar e - we ore ver y conscious of capi tal ga i ns, but 
we can 't, we beli eve , ra i se i t for the fore i gners 
without having it immediat ely r a i sed f or the domesti c 
field . l•nd if yo.: - I'd llke t o ask you, havi ng 1t 
in mind that 1'e have t his •gentlemen's agr eement• 
t hat no t hing should be rai sed on aomesti c until af ter 
t he 15t h , if you t hink i t would be wi se t o rc i se it . 

I t hink you c erta i nlY h~ve ver y forceful consi derations 
t here , Mr . Secretary; almos t compel l ing . 
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I :nean t ha t 1 s strategy . Than!< you r or t he word . 
Now, .vhat oth~:~r t hings? 

I t hink thet ~bout e:ove!"s ell I have t~ s ay. 

Now, just take a moment a nd think, because - I mean 
I don ' t want to- or Mr . Eccles might ~ant t o ask 
you a -.uestion. 

If I may ask you one , Mr. Bryan . I take it you are 
going to continue your Nork with r (:jspect to this 
possib1lil.y of a tax on capi t ul gains? 

Nell, l.lr . lJag1ll, tna t would depend entirely on my 
chief . That is, I 'll do wha t ever he says a bout i t. 

.. ell , it is toe intention, of course, t o continue t he 
study , isn • t it, ~r . Chairman? 

:;en, a s I understand 1 t, this i s a purely preliminary 
move in this a irection, and as I unaerstand it, the 
staffs of t he three organiza tions would be expected 
to continue the study. 

That ' s all right . 

I will say that certainly Yr . Bryan would be avail able 
to wor ,c; with such members of the other two staffs as 
may be avail~ble to work on t his pr oblem, as long as 
i t i s necessar > . I don ' t know of a more important 
problem for consideretion a t the moment . 

r.lay I ask a question? 1/ould 11 concensus of opini on 
be tha t we continue the s t udy a nd as the next step 
focus t he s tudy on the question of limit ing it to 
s t ock c er tifi ca tes? 

I ' d like to see that continue , because I. .. 

t.s something that you ' d mos t likely ge t sometning 
out of quickly. 

;/ell I wouldn 't pl ace any limit on it . I'd simply 
say tha t the three staffs are working together on the 
question of f low of for eign capi t al, and let them 
s tudy anything, because nothing is - something mi ght 
come to l i ght tha t we don ' t know about . 
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I think tnat 1 s right . 

••ouldn 1 t it be we l1 to ask t hem to cry s tellize a 
program wi t n some a ltcrnuti ve programs? In oLher 
Nords , if t hey woulu crys t a llize u program with 
reference to a tax on - a flat tax on capita l gGins 
on otocks only , and tnen with altern~ tive programs, 
He at least woula he ve something concrete for con­
sidera tion. Thut seems to be, on the f ace of it, a 
~uch sLnpler progr~m than to cover t he entire field 
of capital gai ns . hnd it gets, it seems to me, at 
the root of t he speculative problem so far as foreign 
funds are concerned, and lt snould do mor e to tend 
to a iscour age or shunt off forei gn cupital coming 
into our market t nan ~nything else . Foreign c~pital 
coming here i nto our bond markeL, into our mortgage 
m~rket, i s of small proportions and i s certa inly 
not serious ct El l , ~nu t he capital gain that may 
be derived by 60ing into t ha t field is negligible 
on tne basis of today 1 s long ter m ca pital market , 
ana so for eign ct<pi tal going into tha t market 
wouldn ' t - would not certainly be s erious . But 
the stock market i s a field Vlhere it should hove a 
politica l appeal tog et 8 t ux of the t sort, vnd I 
woul d like to see 11 s t udy rn&de ;; nd a program, and 
dth the thought thc t :e can 11 t l east get that much 
through Congress befor e Congress ad Journs , a t such 
t i me ~s you may take up the t~x program after the 
15th. 

~ould I make this suggesti on? hC naven ' t heara from 
the State Department yet. Co~d we t r y to come ~o 
an agr eemen t {<S t o o ;>rogr~>m t h£ t .-;e will t ry to tpt 
tnrough before the 1.5th? If we can do tOE t , then I 
:tould suggest t na t ,1c then go on and airect our sta ffs 
to give prefer ence in their study to the follo?ting 
t nings , you see, wnich we might decide we want to 
give out. 1iell then, you ( Eccles) could say, "Well 
n01v, I think the following, one, two, three, f our , 
ar e t he mos t iroportant , 11 and 14r. t.anais could say , 
"I ' d like to s ee tnese particular thi ngs given 
uttention," and our people the same way , and out 
of t hat would come f our or five different possibilities 
to work on . 

Be well to give t ha t out, I think. 
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I tnink so. But before tha t - we come to that, 
Warriner, could He first try to agree that •A, B, 
C, .ve've ngreed to this"? Is tha t all right 11ith 
you? 

That ' s all right. 

187 

Concentrate on tha t first and t hen take it up, and 
then say, •We agree t hat we should direct t he staffs 
to concentra t e next , as a next move, on the following 
things." Is tha t a ll right? 

Yes, sir . 

Now, b efore I go to the St&te De;>artment on t he 
immediate question, do you ~ant to call on anybody 
f r om your shop? 

I' d l ike to kno'N if Dr. Golden,;ei ser has any thing 
t.o s ay. 

Yes, I have . I have a very s trong convic tion on the 
subject of the discre tionary po•::er . In this matter 
I find myself alone in tha t conviction so far , from 
those who have spoken. But it seems to me that this 
is a f i eld in which that discretionary power would 
be ;>articulurly inappropriate . 

Inappropriate? 

Inappropriate, because it seems to me toat ~hen you 
have a discretionary. power as ll club over 6 country 
which may be discriminating nga!nst this country -
that is a legitimate use of a oiscretionary power -
that you s ay, "If you behave, ,we won't use it, but 
if you don't behave we Nill." But this tax program, 
it seems to me, ought to be one thf t ought to be by 
all odds pr esented to the world ~s a f riendly move 
in the direction of implementing your tripartite 
agreement praventing unnecessary &nd undesirable 
movements ' of funds from countries which may need it 
to a country whic~doesn•t a nd is embarrassed by it. 
And t o have that coupled wi t h nn arrangement which -
by which the for ei gners 'ol'ould not know at any ti.me 
what tax t hey ~ere going to have to pay - have that 
discretionary in the Executive, it seems t o me , Nould 
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be interpreted - would be legitima tely interpreted 
as a hostile sort of an attitude, and would make 
it very much more difficult to handle this matter 
on a friendly interneti onel ~ttiturle, T would 
personally - I naven• t thought about this discussion 
until I got in t hi s room, but it struck me bS being 
terribly out of tune with the general a pproach . 

'-ould we let Herbert l"ei s answer you on that? I'd 
l i ke to know how he feels about it . 

I shouldn' t have thought tha t there would be that 
differ ence of r esponse to oandatory or to di scre­
t i onary poNers . If you can make the ~orld believe 
tn&t you ar e doing this primarily for an interna­
tion£1 objective, or an ob jective t ha t has inter­
na tional i~port&nce, you could also make t hem 
beli eve t ha t you will use the discretion f or tha t 
purpose r ather than for any other purpose . I 
shouldn ' t have &nticipated tha t there 7tould be that 
d ifference between the two . Of course, if in fact 
it was used for punitive purposes, yes; but I toke 
it that is not the - it would not - t be t would not 
be the basis of Pr esi dential action . 

May I s ay another Nor d about tha t? 

Please . 

Mr . Secretary , wnat i s the di scretion going to be 
based on? On the volume of movement? vas your 
idea , ~r . uandis, wnen you s~oke about it, that 
the tax would be higher if the movement was big 
a nd lower if the movement was little? 

•'/ell , tha t certainl y ought to be one of t he standards 
upon which the d iscretion is grounded . 

Well , the point 151 of course, that the tax is 
applicable to e ach individual, and to nave an in­
dividual ' s tax depend on whether other individuals 
send money here also or not is certainly not conducive 
to any feeling of confidence or assurance. •ihen a 
men can adjus t himself to o tax that he knows - but 
to bave to adjus t himself to a ta~ which depends on 
whether X, x, and Z are sending large amounts of 
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money into t hi s COWl try i s to say that a t no time 
does he know ;vhe: t h is t ax i s going to be . It Jus t 
seems to me t h&t t ha t is a t erribly bad t hi ng t o do . 

ile l l , of course, i f you don ' t mind, your r eact i on 
is jus t the r eact ion I want it to have on the investor 
abr oad . I mean you ere describing •••• If i t was a 
flat t ax, then I think Dr . Gourrich would be right; 
it would have no eff ect whutsoever, because he said 
it was one per cent , and tnen i t 'd nave no ef fect wha t ­
soever . But the f ac t t ha t i t i s di scre tionary - I 
hope i t has tne same effect on them as on you. 

You ~&nt to scare tncm aNay by that tax? 

Yes . 

Well , of cour se, if thL t i s the definite objective, 
I think t hat it would be more ef fec tive tium t he fla t 
tax . I 'll admit that . but I t hink a s something of 
a per manent nvtional poli cy, i t s t r ike s me as being 
ext r emel y undesi nble . I 1m through . I ' m not going 
to stress t hat . 

No, I mean we ' ve got two schools of thought her e , 
and t he only way r t hi nk tha t vre crJn keep the money 

f r om our snor es at the pr esent i s to scare i t away, 
because it i s certainly fr i ght - is one of the - as i de 
f r om t he profi t moti ve, I think f right comes f i rs t -
wnich i s driVing i t here . 

But you c an ' t scar e ¥eople in a f riendly way . 

Pardon me? 

You can ' t s car e people i n a f riendl y way . 

Nel l , you ca n't nandl e tni s si t uation in a f riendly 
way either . 

But isn' t your tr ipartite agr eement a f riendly 
agreement? 

Entirely . 

and tnis - i s n ' t t hi s goi ng to be- isn' t t he way 
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to handle th.is a s somet hing that i s in tune with 
that agreement? 

190 

~T~hellt , I don't believe thEt t he discretionary power is . 
a is just my opinion. 

But I also have to come back that 1f I wait until 
these three groups can work out an effective method, 
I am af r a i d I won ' t have the l ittle hair I ' ve got 
on the top of my heed - will be gone . 

. :ell , I feel, !Jr . Secretary , that - os I understand 
it , th i s i s going to be the one ~ove before Verch 
15 , if you gt~ntlemen can at rce upon it, and then you 
are goin8 to consider lhe other methods possibly s till 
during tbis session of Conr~ess? 

'l'hat ' s right . 

And on t hat basis the increuse in just the Hitili'\Olding 
tax seems to me, in view of a ll I have heard , a per­
fectly logical and in fact olmosi an inevitable ap­
pr oach; but I should h&te mysel!' to see the ~;hole 
case vrejuuiced by s tarting it on a sca~e basis . But, 
as I say, I 've made my point; I don ' t want to press 
it . 

\"/e ll , I think it i s ~: n e xcellent point a nd you con't 
just brush it aside, especially when you tie it up 
with the philosophy back of the t ripar tite agreecent . 
But f r ankly , I t hink with everybpdy else tha t this 
is a - I don't know that I would go as f ar as Mr . 
Eccles does a nd say it i s the most important problem; 
I th i nk that it i s a very i mpor t ant problem. 'lie have 
taken away the effect of it on our domestic economy 
torough the ster ilization, and I think the next thing 
is now we are going to keep these peopl e f r om building 
up these tremendous sums of money here, snd for a 
Guick me t hod this see~s the most effective . 

Now, as th1: thing is talked an<i so forth and so on -
and if the members of tne tripartite agreeoent file 
pr otests wi th the St ate Departoent, t he State Depart­
ment has a way of r egi stering very quickly, and 
possibly it would be so seri ous thut t hey ' d have to 
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say, "Nell, you can •t . It ' s t oo serious . Your 
tripartite agreement is t oo important to t ry to 
jeopardize it. with this . n But on the other hand 
if fund~ olow up :..nc. 1 f tnc:; p!lc u; L, !.or.don o~ 
some place else, it might be just the thing that 
might possibly s ave the French agai n . Isn' t that 
right? If we back these things up at thi s time t<nd 
these funds stnrt milling around in Europe , it might 
just be the tning that might give lir . Blum another 
brectning spell . 

uon ' t you thi~, as a matter of f act, tha t the future 
of the tripartite agreeoent depends to ~ large extent 
on tne possible elimination of tnose speculttive 
~ove~ents of capitLl1 &r~ to the extent th~t you 
are going to t'ke the lead in thet uirection you tre 
strengthening the triportlte agreement? 

nnd it might give Jr . Blum just the breathing spell 
tnat ile needs very, v ery b&dly ~>t this time. 

His brebthing spell depenas on naving money not leave 
France , and this won ' t huve any effect on that because 
it i s l eaving Fr<mce because the Fr ench people huve 
no confidence in the st~bility of the monetary set-up 
tnere, and it is going to keep on leaving so long 
es tnat is the eLse ; ~<na v:hetner it goes to .t:.ngland 1 
tleth6rlands, Switzer land, or the On! ted Stl< l es will 
not make much difference to ~r . Blum' s chance of 
making a success of his undertEking . 

Dr . ColdenNeiser, one member of tne tripartite ogree­
mcnt has already tL~en some steps - ,nd that i s 
SWitzerland - to discourage capitsl from c oming there . 
•hey nave already done it. And 11' capital ooesn ' t 
come iler e - I mean I am ta~ing wnat you s~y very 
seriously - and tho othEr countries oroul o say , " llo , 
we don • t want all this money of fore i gner s ," possi bly ••• 

Possibly i t rna~ have t o s t ay i n Fr ance? 

It may possi bly lmve to stay ln Fr ance, even t hough 
tney don ' t .1ant that . I wi sh you ' d think that over. 

'"ell, of course , that doesn ' t - offhand, it str ikes 
me as e very off chance, but I may be - m&ybe ther e is. 
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~iu you Anow that Switzerl~nd hQd taken measures to 
stop toe infloa or capital? 

No, I dinn ' t hHVM thAt tn mt nd . 

Yes . Am I rigllt on that? 

Unofficial. 

Unoffic i al , yes, but they have oone it • 

~oell , t hey nave been embarrassed b~ f or ei gn fund s 
for years . 

trell, o<e are <:::Jbarrassed too no: . . 
egein, Ecclts, do ;;ou .vont to call 
f r om your &r oup? 

But I ~ean - now, 
on someboay else 

,iell , we Just ouve th ... t.to from our division . I 
just brougut !Jr . Gotdenweiser and ~. Bryan over . 
I'd like to nave the State Department talk to this 
thing first . I may Hunt to say something after 
that . 

You reserve the r ight for r ebut tal . 

That's r lgnt . 

:1e11, .ve .:.11 oo of t e r Herbert Feis gets through. 

~r . Secret ar), I haven' t had eny cnance to get 
instr uctions from ~r . Hull and what I s&y mcy not 
represent nis a ttitude. I could begin by a sking 
a question, whether any considerati on bas been given 
to t be i dea of s tux imposed through the macninery 
of tbe stock exch~ngos on ~urchases and sales for. 
foreigners . 

Yes. However, it is a very difficult tning. It is 
more practical then the capitul gains t ax by 11 long 
ways, from the edm1nistrut1ve standpoint ; yet, ~om 
the adminis trative standpoint, i t does present its 
difficulties . 

If you can t hink of eny method which hesn•t been 
t hought of, suggested by these three groups, you're 
good. They ' ve got 57 varieties . 
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11ell, I don't Know how deep the difficulties are . 
J.ll I do know is that tne reflections that are cast 
by the present proposals are deep enough to leave 
'""' o:-,u:t te unconvir.ccd that the object.~< to be attained 
by this immediate action are important enough to 
compensate for all those reflections . NOYI, I could 
talk for a long time , but I ' ll try to put it in~ 
series of just dogm~tic little observetions . 

One, tno. t as 11e Keep trying t.o advance our general 
program, vlllich in essence is an a tte:not to rivet 
tne att.ention of the worlo on the possibilities of 
tne im?rove:nent of economic condit.ions because of 
increased potentitl productivity of our economic 
equip:nent, iVa do tnot in tne hope that ti:l::t way of 
livtng 11ill supersede ll WliY of livtng b&sed on con­
"uest . And in any s;,>ecialized tecnnical toought 
that nas been given to the steps by which that 
conception of " possible tmproved future world can 
be worked out, cer t ainly active financial aid is an 
important element . nnd so to have the United States 
make a move which opplits to the r egular income from 
regular investwent hilS th!O appearance of beint~ con­
trary to "' generol force tha t v;e think may be impor­
tant in the \.hole •,york 01 world recovery . 

Second - I am putting these things dogmati cally and 
nithout .. dec,uate explt.nation - there will be times, 
perhaj)s, s t which 1t will be Jistinctl,y advent!igeous 
for tne United St ates to n~ve l a rge amounts of per­
manent foretgn c apit&l in this country . It creates a 
position of dependence on the psrt of others on our 
action, ~nd tnat sometimes is advantageous, not dis-
advantageous . 
Thirdly - and t his is 11 question of such great impor­
tance that I even hesltlite to raise it - but you 
place obstucles on the r egular income from r egular 
foreign investment ln order to make it more difficult 
for capttal to leave some places and just take refuge 
in other places . That means tha t everywhere you put 
the capital-owning groups more completely at the 
mercy of their government s . I don ' t know Just what 
tne conse4uences of thllt might be . One could think 
about it a very long time. 
I don• t th.ink any of these thi ngs apply to action 
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designed to coeck nnd re-ac~uire the gains of 
speculative investment . I think they ~ll do aoply 
to measures which would res t on the r egular income 
from permunEnt or ~c:i ?Crm~nent investment. 

Now to pass to considerc.tions of another sort . The 
few people in the shop I have had a chance to talk 
llith tend to hold the opinion, despite the interest­
ing figures that the Under Secret ary cited, toat in 
many countries this would be regar ded es discrimina­
tory taxation . When the Onder Secretary cites the 
British r ate , it is n VHY high rate, but it is the 
same r ate on British r eceivers of income and, we ' ll 
say , i-.merican receivers of income. I am r.ot j)repared 
to - I just report that as an 1m~ression ,hich ~y 
chaflbe: tnat it "NOuld be r egaraed liS alscriminatory 
tuation . 

Third, or fourth, it would of course have certain 
indirect effects on the position of hmerican invest­
ments abroad . Other countries would feel themselves 
more justified in 1·estraining and dealing obstructively 
.vith the income derived by Americans from their invest­
ments abroad . True, a g reut deal of tha t investment 
is protected by cluuses in the original bond contract 
guarding rgainst discriminutory taxati on, but to what 
extent tnose would stand up I don ' t knoR . 

Tnis last observLtion bears particularly on the ~ues­
tion of whether Ne want t o change the present situati on, 
~hereunder foreigners pay no taxation on their income 
from the United St a tes Government bonds . ~ost American 
investment abro&d l s in the securities of foreign 
governments, and in those agreements i t is usus lly 
provided th~t that income sh~ll be exempt from &ny 
greater - or it is usUblly provided tnc.t the coupon 
payment should be completely exempt from any form of 
taxat i on . 

Then lastly , the question of t r eati es, particularly 
the Cbn~>dian agree•nent . Again expressing purely a 
personal Judgment, thot doesn ' t di sturb me so v ery 
much . I mean I don' t place a terrible amount of 
importance on that Canadian treaty as an American 
interest; but of course, the Treaty Division in the 
Department would assassinate me if they heard me say 

that. 
~ell , this thing uoesn' t affect the Canadian treaty . 
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>•ell , I meant t o s ay even if it di d it woul d not be 
one o!' the main consi derations , in my mind . 

tithl , t..huse ~tvarsc ra:.;:-k:. lc~d ~e ~? tne cnnc:1 us ion 
that, unless i t •as clearly proven tnot immedi ate 
action was necessary to preserve toe stabili cy of 
;.merican economic ana financial life and that there 
was no other possible immediate action, why, I for 
my part would feel that some of these other things 
raise grave doubt.s as to the wisdom of the action . 
All of wnich may be contradicted by Mr. Hull . 

:.lay I mrute a couple of remarks on that? 

//ell , I ' ll say this . Herbert allotays has ni s courage 
with him . He always says his mind . So more than 
likely he can take it . Go ahead . 

Well , I think his entir e h;•potnes t s is •:tholly wrong 
on tn1s to start with. In the first plt.ce, Mr . 
Feis looks at this as aiscriminatory taxation against 
foreign investments in this country. 

:.lay I interrupt to say that 'Nas not my bE s i c approach 
but merely my incidentsl one . 

I thought it underlaid the first three points that 
you presented . 

No, no, but go ahead . 

I think the point ought to be made ver y clearly tha t 
t:1is ls an effort really to bring forei gners under 
toe same tax burden es people in this country . One 
can' t do it by putting them unaer the same tax burdens 
with r eference to tb.e capital gains tax, and for that 
reason you dr~w a r ough me~sure of equalization by 
increasing the wi thilol ding tax . 'Ni t h r eference to 
this p~rticular measure, I think it has to be recog­
nized to be on that basis. Ther efore, I cen' t see 
tha t it is out of line with tius so-called interna­
t ional poli cy of e~uality of treatment of capital . 
It seems to me d i s tinctly in line with that policy 
of treatment. I think thnt is very important to 
recognize . 

It is important ann almos t the same point I was 
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trying to bri ng out when I s ai d I doubted the wisdom 
of this particulLr approach and t hought t he others 
oespite adminis trative oifficulties, mi ght be far ' 
.;iser, bccau::o I t hink this per ticulr.r aooroach in 
fact has quite the opposi te emphasis in oUr own 
system . In our treatment of Amer i cans, what have 
we done? We have increesed transfer t axes to lessen 
Sjlecula tion. Ne have susta ined a hi gh system of 
capita l gains . lie huve gr aduated that system of 
c£pi t a l gains in f bvor of t hose who ' hel d securities 
i'or a considenble period . t'le have t ried to favor 
wi thin the limits of our financi al necessities , our 
buoget necessities - we nave tried to favor t hose 
·who jlUt tneir funds i nto long time securities and 
oerived r egular investment income t herefrom . 

This particulLr alternative runs in the opposite 
direction, and it is the fi r st step you t ake . l•nd 
it is t ha t which gives lt the type or signi f icance 
taat I was pl aci ng u~on it • 

."/ell, my point is s i mply that you are statint it 
with the ~1rong empho s i s . 

Jim, aon ' t you think we ought to recognize th~ t all 
our corpora tion t axes come out of cividends b~fore 
they go to London? All our income taxes come out of 
dividends befo re tney go ~brood . 

~ut t he point I m&ke i s tn~t t his is < selling Job, 
you see, :.!r . Feis . Tne acti on i s very indirect. J.nd 
so it is important with refer ence t o - call it t he 
publicity of it or t he s tra tegy of annoWlcing a 
proposal , that we sup~ort this selling point; ~~mely, 
t llE.t it isn• t d i scr iminz; t ory in this f asi1i on, but an 
effort t o approximate o condition of equali ty. 

The second bri ef point I make is with r eference to 
your commen t on o t~x - a withhol di ng t ax on United 
St ates Government bonds . I think the analogy wi th 
r&ference to r oreign government securit ies fa ils 
completely, because what you are dealing .vi th there 
a re f oreign dollar bonds , where there is r eally en 
effort to reach the foreign market from the s t andpoint 
of the gover nment; there i s an effort to r each the 
market outsi de . Ther efore, in consideration of ~he 1 
subscription of capt t al by Americans , they say, \'e 11 
trebt you on a par with r eference to our citizens .• 
But there is no such effor t or desire on the part of 
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this government i n issuing United States Governments . 
• 1~ are not c.nxious at ell to sell these bonds to 
for eign interest s . 

Nell , there ' s another side to it . Ther e ' s so much 
I 1 d like to ... The other s i de is that we ar e fearful 
that if we do have t nis legislation and don• t do some-
t hing with fut ure "merican securities there might be 
the rush or foreign funds into Un1ted

1

St etes Govern­
ments . I mean there i s that point . 

But the t hin& thLt h&s ju~t ~~ocked me over with a 
fe& t her i s th&t Herbert feis should say that, as f er 
t s tneir l reaty Division i s concerned, tois ~ouldn't -
t nis etove .• ould not disturb nim . 

I was t alking as en economist, not as a oember of the 
Treaty Division. 

I t hink i f you uon1 t- 1 think i t is very i nteresting , 
but I think thut, if you don ' t mind my saying it, if 
you could go spend some time .vi th the economist s who 
nave been spending three months on this thing, because 
we ar e so f ar apnr t in our thinking t ha t i t altu·ms me . 
I mean to think thtt the St ate Department and those 
other t hree agencies should be so fe r apart - muybe 
ue • r e wr ong; I don ' t know - but certainly I don • t see 
that - I know the ph1.losopny of the State Department 
is to increase tho worla trade , incr ease c onsumption, 
ell tha t , but I don• t see hov: thls move i n any way 
possibly would interfere with tha t thing. And r.hen 
you a sk the question i s this of suffi cient i mportance 
fo r our domestic econo~ that we sooula move , as fer 
&s I can say there l s only one answer, l oudly "Yes !" 

Gol~scnmidt: I think an argument could be mHde t ha t we r eally are 
trying, in the generbl economic interests of the world , 
to make people do 1vhet is the right t hing and keep t hem 
from doi ng what 1s the wrong thing for their brosd 
interests, althou~h it may not correspond t o their 
present r ear s and interests of t ne moment . I think it 
is agreed that from our point of view of interna tional 
division of l abor, etc., there is no sense in the 
Uni t ed States eettlng the Sllv1ngs ol' Sw1t~erland and 
France end even sm~ller - indirectly, sQeller and back­
war d co~~tries. tio tha t Ne really try by this to put 
t he economic laws in fo rce . ,•;e exercise the super i or 
•,dsdo:n which for some r eason or other t ne individual 
investors abr oad ure not exercising at the ~oment. 
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Isn' t it the ol d s truggle, Herbert , that •... 

lhis last r emarK i s on the point that I - is so deep, 
it hRs so many rc.mific~tions • • • 

':/ell , your general thesis is very deep . I t goes be ck 
to the f undament al question thLt you have probably 
asked yourself c. good :nany t imes . That is , isn• t it 
very ~uestionnble whether a country should take it 
upon itself to put in t nL t cuch management in tnc world 
economic system? 1'1111 it v.or k out to the best interes ts 
of the .-:orld? I mean you gob E.Ck to tna t funa11ment al 
thesis i n thL t «rgument . 

It can b e sai d tna t , to the extent tn&t ever y boom is 
the f atacr or e depression Lnd to t he extent t hL• t "11 
such excesses on tne excn£nges, flow of capital , con­
stant flow of capi tal , ere stimulating the boom, it 
raeans creating a nice tittle depress i on, and 1f there 
is a good depressi on in the Uni ted St&tes the whole 
world will suffer from it . " nd so if you want to 
protect the world, I t hink you have to pr otect t he 
economy of the Unlted ~to tes , b ecause i t is the 
economy of the United St a t es tha t is the l eader end 
gives tone t o the whole economi c force tne .vhole 
wor ld over . 

'-'r . Secretar y, I aon• t uant to t t<.<e - I don ' t want 
t o t eke your time fo r til is . 

~/ha t I really thir.~t is that you ought to get tocether 
.. lth t hese econo:nists of these other organi zations 
a nd fight it out . J.fter c. 11, t:1ey 1 ve been on this 
for t hree months and you hE ven•t . 

Now, t ais is terribly important - talking fo r myself 
only, a fter listelting to the discussion, there is 
nothing that ' s been r t. ised, l'li th the exception of 
what Dr . Goldenweiser said about how i t will affect 
t he t r i partite agr eement, but whet I feel I would be 
r eady, if tnese other two join me, to present this 
t o t he President . I want to move awfully fast •. You 
see, you' ve had t wo people sitting in on thi s tning 
and - for t hree months . !low you c ome i n this mor ning 
with an entirely •••. 

No , i t hasn ' t been three months . 
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~idn ' t they sit ln three months? 

No, they came ln much l ater. 

198 

But talking as a friend , I don' t think they told Mr. 
1-'eis t he •••• 

Tney had no i ntimation, Mr . Secret ary, that this 
particular conclusion had been reached . 

;/ell, that ' s my fa ult then . a ut I do th ink thllt , 
if you don't mind, if you do t hink this i s sort of 
i mportant , you ought to i~edietely get in t ouch with 
Jr . dull and you ought to get together ~ith the 
economists from the other or ganiza tions , a nd I t hink 
you ought to burn a l ittle mi unight oil on it, ei t h er 
try t o convin~e them or yourself . I s tht.t fa ir? 

Ur . Hull may not Kant to s eriously ente r i nto the 
di scussi on ot all. He ffibY s imply Na nt to t oke the 
view that a nything that tnese three depar tments can 
agree on, comp< tibl e wi t h tret. ties - I mean tha t he 
\'/ants to maKe no observt. tion about it • 

• 1ell, I ' d like t o hove your moral backi ng too . 

\lay I go ar ound t:go in und, just talking to the 
immediate t hing in vi eN, do you ,·tant to express 
yourselves t.s to whether you thir.k .-:e should ha ve 
the kind of bill .e are t alking about bet ween no• 
and the 15th of March? 

I thiru I have already definitely said yes . 

I cnean in v1e .1 or who t ' s tE.ken pl;.ce in the - ln on 
hour and a n&lf . 

I naven ' t chang&d my cnind . 

~ou haven' t changed . Uo you want to e sk t.ny of your 
staff? 

I reel in full agr eement . 

~ou are in f a vor, you met.n , of tnis imllledi otc bill? 

~es , I em ver y much . 
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ll&rriner? 

Yes , I'm in f avor or it i f at the same time Newill 
make a list of - as you suggested, or Jus~; where we 
are going . I'd just os soon do nothing i f N~'re going 
t o ••.• 

llo , I' m ror the list, I ' m for the l i st, Marriner . 

nnd I'd like to have considera tion given to announcin& 
r.h::. t ne a r e considering . It seems t o ce t hr. t a t the 
t i me this proposed bill i s sent up to Con&ress i t will 
or course be such L ~ilu deterrent, so fe r us tno 
m&rket is concerned, th6 t I thl~~ we need somethi ng 
else, and I thinit i t ::u.y be .. ell a t thst tlae to state 
speci f ically tno or three of the other m~ tters th&t 
.ve are t nin.<ing L bout . 

•\ell, you ' d be interested that in ta l ki nl this t hing 
over ,1i th Harrison und voughton, he suggested we n11 ve 
exactly tne same kind of meeting that you ~nd Jesse 
Jones and I .1ent t o up on the Hill ; th£. t the sume peo­
ple be called in, und tha t .ve could hol d a meeting ~he 
same way we did with Senotor rlob i nson and expl ain the 
tning t o t ho t gr oup and tnen let them c arry thtl ball . 
uut ne sai d it should be done in exactly the svme way 
as the time that you 6nd J esse Jones and myself went 
up on this •.. .. 

~es , toose tnree emergency po~ers . 

!'a t sa i d tna t tnat 11orlted so beeutifillly ne wanted 
the thing handled in tne s&ae way , End l e t tnem do 
the talking . 

Tha t' s a good IIDY to do, especially with tn i s parti­
cular bil l thut l i ke ly won ' t require any long di s­
cussion or nenrings . It is s i mple and shoul d not 
require a ny extensive debate, i t seems to me, 
especially i f l'te are al l ag reed nere, including 
the St ate Departmen t. 

I ha ve an idea the t the Secretary •Nill not want to 
seriously participate in the discussion of this 
question except in so far a s treaty obligations may 
be affected. But I will do my best to find out this 
after noon. 
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Eccles, do you want to ask anybody tha t you brought 
with you? 

1 <~as JUst go in;, l.v ~~Y 1-itbt tho point thut Dr . 
Goldenwei ser raises, of course, will have to be 
settled either here or later, because it i s on 
integral part of the program of the bill, and l am 
wondering if more considerntion wants to be given 
to it . lt seems to we tha t i t is a r ather important 
consideration and one thLt Re might analyze further 
before detera~ining definitely r;hether or not to 
provi~e discretionar y poNer , unless we are prepared 
to ao it today . 

·:iell, we - after ull , until tnis t h11'16 is dr a.m, 
until Ne con get it to the ~resident , until ~r . 
J:iull nas a ch:.nce to tnin.< about tnis thing, certainly 
ano•ller 24 hours , 43 hours , will pass, wnich ~: ives us 
another chance . 

••ouldn' t it be well to , say, have a couple of j)eople 
from e acn division, so cs not to have too l arge a 
group - say six people give ta~mediote consideration 
to that? I a~ean give further analysis so thut it 
would - we could have u meet ing Just prior to going 
up or sending the bill up or de t ermini ng on the bill 
in its final form; at leust all of tne considerations 
in connection with tiu. t Nould hcve been given. 

Vlell , >vhat I was going to suggest - it will have to 
be, tae way ·•e are talking, a tax bill, and the Trea­
sury will nave to defer.d it, E-nd so f orth t.nd so on . 

Oh yes . 

So waat I was goinc to sugges t was that our people 
draw a bill, and I was going to &sk Mr . Landi s and 
you to lend us people so if you• ve got a sugbesti on 
or questions then you cen work r ight with the Treasury 
people in drSNing the bill. t.s I say, you designate 
an,ybody . Tllen when we ' ve got t he thing so that your 
technicians and ours think it ' s all right, we 'll call 
another meeting and hash it over again. But I don ' t 
think - tiagill ani Oliphant , I don ' t think the thi ng 
ought to t ake very lone , ought it? 

24 hours . 
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:1.4 hours . So i f you people can work the way we work 
i n the Tr easury, why , we ' l l turn.somet hing out for 
you. 

Kent has all t he drafting material in nand no«. 

You (Uagill and Oliphant ) neve nothing you ~ant to 
say on this? 

(Nods no) 

(Nods no) 

Let me just go around again. Again, Marriner, don ' t 
you ·tant to .... 

I f t hey have Bnytning more to say . .. Bryan? Or . 
Golden~eiser? Anything? 

(llods no) 

(Nods no) 

The Treasury has been awful qui e t . We ' ll start from 
there and go around on this thing ; not on who t ne 1vill 
add , but just on t his particular thing . Kent? 

,',ell, the drafting will not be a matter of gr eat 
difficulty . h S a matter of fact, the thing could be 
set up in too ways . I f i t ~ere the non-aiscreti onar y 
aevice , t:lat wouldn ' t involve changing more t han eight 
or ten words in the s tatut e , so tnat if t hat were 
finally decided upon there .voulo be no delay in any 
event . 

It coul d be dre~n both ways . 

It could be drawn botn ways . 

But anythi ng on the general si tuation? 

( !lods no) 

Harry? 
vnly one sentence. Mr. Feis r aised six points in his 
discussi on. I t hink four of them, to say t he l east, 
are very debatable; but we ' ll take that up privately . 
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In classr oom, did you soy? All right. George? 

'.'/ell , I don't know whether this is the proper place 
but r:u lik~ Lv - I ovald t~ka a couple minutes to 
discuss Mr . GoldenNeiser •s apprehens i on about the 
flexibility 1!' you want to take time out . The other 
tning is I think I coula ease Herbert Feis •s conscience 
on some of the questi ons he raised . You can dismiss, 
it seems to me, some of those broad considerations 
wnich, if I may sey so, also ere bothering my conscience 
a bit, by this statement of fact : That at toe present 
time we discriminate in favor of foreigners . I don ' t 
think tnere is any Justification which would lead us 
to continue tnut policy if ~e could rectify t nu t . hnd 
that is as far as ~e propose to go at tnis time . Tha t 
doesn't raise tha t whole ,~estion of the freedom of 
capital movements. It is sup?OSed to equalize tne 
situation. I mean thot is &s far as it has been 
st:.ggested He go . 

Now, on Dr . GoldonGciser, I ' ll take about a minute . 

You propose to O<l uali ze by letting the foreign s pecu­
l ator continue to get ol'f fer e asi er than the llmerican 
by penalizing the foreign investor . •. 

!lo, you • re not ••. 

••• • far more heavily tnan tne nmerican investor. There 
is a twenty percent •••• 

No, I think you ere terribly wrong on that . I think 
you are entirel7 wrong on that. I think the Treasury 
people - if you g ive them en hour , or fifteen alinutes , 
I t hink they can get that out of you. 

lbe other question is with regard to Dr . Gol denweiser t s 
apprehension about t he flexibi lity provision and the 
eft"ect it might have on for ei gners . It seems to me 
t ha t if we went ahead us I tnink Dr. Goldenwei sor 
agreed would be more effective, and put on a cupital 
gains tax, the inJury would be much g r eater than it 
would be this way - than if you went the full limit 
on the flexible side . It seems to me it comes down 
t o a question of you•re going to execute a man, and 
Dr GoldenweiSer soys, "ll'hy tease bim? You s poil his 
ne;vous system. :.ny not go ahead and do 1t end not 
leave blm in anxi ety?• Ana t het, it seems to me, is 
all that is. 
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And I say tha t I '"ant l.o tease nim . And I don ' t 
want to kill hie . Now, Herbert Feis says I've got 
to kill him; I say I want to tease him. All r i ght, 
G~u~gc . ~eltzer? 

Notl\.l.ng, no . 

I just .vanted to add one thought in connection with 
the point tna t l!r . Landis made . We all see til~ t tne 
in-t.nd-out. trader is perhaps not going to be dr awn 
into tnis scheme, since it is a fla t nte, and so we 
will not get him on his profits . But I think if we 
look a t the figures , and unless there ht. ve been some 
very radical changes, between 1928 and 19Jl a non­
resident alien - the lorser portion or the income 
reported by them has been in dividends and very small 
amounts ht.ve come in on capital gains . So that in 
making tnis sweep we are really hitting a substantial 
;>ortion, i f tne datn for ' 29 can serve as o reliable 
basis . Of the 80 million dollars reported for tax 
purposes, there were ubout 42 million in dividends 
and only about 16 million in profit . 

And how much was not reported? 

This is only one ~oint in the detai ls of it, but Mr . 
uandis mentioned that lf we wanted to put this tning 
tnrougn, we might give so:e publicity to the f uct that 
we are not Jiscrici~ting against foreigners, but merely 
c~ULlizing tnat situ~ tion . ~nat ~y be very •ell, but 
if you•re going to h&ve the right to jump your rate up 
to forty or fifty wuen you think 1t necessnry , then you 
are leaving the way open to discriminati on, clthough I 
don ' t think tnat ' s our idea . And it ' s obvious that this 
quest i on of equity c ould be taken care of by ~ f ixed 
rate, and independently of whether you ' ve got this 
larger ques tion of capital movements, or whether you ' ve 
got a stock oarket . 

I don't think you a re quite right t here . I think 
your publi city has to be a little cleverer then that . 

llarvelous. 

But I don ' t think we should over-emphasize tho t we 
are not trying t o discriminate against foreigner s 
and on the other hand say, "However, we may double 
this, triple this, although the domestic man - we •re 
not going to change him ." 
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There is & bi t of substbnce in that. If your marke t 
is ~oving up very r apidly , t hen you can justify -
rre C&n s ay forty percent. If your market is on that 
kind nf " lPvel (indic r. tin~t) . you c an justify t .• enty. 

Isn' t it &greed t hc.t this flr.t rr.te is supiJOSed to be 
at the sacc ti.me an equoli~.ation of the loR income tax 
r a t e •·:hich the Aoerican pLys &nd the c3pitr.l guins 
.vhich he p~ys? I t is intended to be an over-a ll 
e4unllzation, and I think that m•kes Mr . Landis ' s 
~oint completely valid . 

!Ar . Secretory , i s there room for one more rem:1rk? 

On, Herbert, you' r e so good we ' ll give you room for 
t~o remarks . 

Tois mc.y even ~eke someone else reflect, if it i s 
true . Ueld off about arm' s length, in ...tome3Uc policy 
we are trying to do two things et the same time : 
Sti mul&te economic t ctivtty by 1011 interest rates and 
other methods , and on the other hand check cre~tlon 
of unsound VLlues and the uc4uis ition of unfa ir gains 
by a large variety of measures such as the capitol 
gains t.r.x and others th6t I needn ' t enumer&te . In 
this particular first met. sure it seems to ,ne you have 
selected r. wethod .. hicn Rill deter t oe type of inves­
tors such a s your Scottish investment trusts tnat come 
in here an~ supply capita l for your develop~en~ for 
ye&.rs , li vif16 and pa:r inl$ t.1eir stockholde:-s out of 
their regul<·r inco:n., , wnile you a re leaving 4uite free , 
or as free &s at ;>re.sEint, t He ele!lleots thr.t 111"ke for 
your r eal speculative bCtivity . If there is snything 
in tn& t , it also follows thut what you are doing is not 
related to tnis problem of preventing an unhealthy boom 

conditi on. 

Nho w~nts the privilege of ~<ns.~ering Or . Feis? 

Isn' t it admitted that this proposal i s 
e~ualize tn&n to stop boo:n con~itions? 
wouldn ' t be satisfied ••• 

:::ore to 
I certsinly 

Well , you get together with !Jr . Gourrich . 

I certainly wouldn ' t be satisfied with this pr oposal 
if we ' re going to stop here . It is mild, a nd i t is 
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only making the Scottish trusts or any other 
i~vestors tha t put their money in t his market pay 
tneir fair share of t oxation, which they are not 
p&]ing ~nd ~hich doesn ' t b~~~ A o~oocr relati onship 
to the tax that Americans who have funds inves ted 
in Great Britain are ~aying . It is an equalization, 
it seems to me . And the i dea that these foreign 
funds have come in in the past wnen we have needed 
them is no reason why we should permit them to come 
in now or encouruge them Lo come in necessarily, when 
we don ' t need them and when they may be needed abroad . 
They didn ' t come in here becbuse of any philantnropic 
decision; they cnme in here, of course, bec~use of 
the ~rofit tney could make . 

The funas tna t r. re coming in no.v are co:lline in in 
some~hat of o different field than the funds thr.t 
c&oe in in the early d eve lop:nent of this country . 
If these funds were coming in to put people to work 
it would be one situation; but they are coming in 
and tney are bidding up the values of - particularly 
of our stocks, buying to some extent our bonds; but 
we have already such un abundance of American copitul 
that we can't - we are unable to util i ze it to the 
extent tha t it should be utilized and could be 
utilized . And therefore this foreign capital is 
needed less here :wd more most tcnywhere else in the 
nor l d . hOd &t least if it is going to come here it 
should h~ve to ~oy on the income that i t r eceives 
an equitable t axation in relation to what kmericans 
pay on &heir foreign capital. 

Now, it is true tha t it doesn' t get at the real 
source of the evll . It is only a ~art of a progr am, 
and it is possibly the milder part of it. As I 
understand, we are going to try to get at thot source 
of profit that is inducing the greatest nmount of 
caoital to come here, which is a speculative profit, 
and either a transfer tLx or e capital g~ins tax on 
stocks , or some other metnod, woula be much more 
effective, of course, in dealing 1vith th.at problem 
than this method that is being proposed . 

:(bet i s being proposed here seems to me to work in 
the direction of the State Department's work in 
developing these trade agreements . The fact that 
these countries throughout the worl d lose money 1n 
our investment market - it seems to me to wor~ Lgains t 
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the expansi on of r eal fo1·eicn t r ade, the exchange 
of goous ana services . The capi t a l movement i n 
one d i r ect i on conti nuously cskes for an upset of 
world tr~.ode ~.ona wor la staoility . anti H 1:. ir. the 
interest of the world ~nd in the interest of our 
trade agreements, it see~s to me, that any t hi ng 
tna t h8 cun do tnat deters the movement of thi s 
captt~.ol in such f~shion should be supnorted b)' not 
only all elements in this country , but also abroad, 
if tn~y under stand Nna t the true objecti ves a r e . 

Let ' s see . ·.'le 1 re t:oing a r ound . Want to say 
anything (to Upham)? 

!io . 

Herbert? 

,7ell , I t hink jus t one point ; that is, in seeKing to 
put e good race on thi~ important public announcement, 
it i s Nell to make c l ea r t lu:. t .vha t .. e do to d i scourage 
f oreign investments in this country by the nationals 
of any particular foreign country may be in t he interest 
o!' the nat i ons! economy or thu t country , E<nd the general 
tendency of this thing is rot.1er in support of the tr i ­
partite agreement tnan in modification or in lesseni ng 
of it . 

That ' s wha t I tbink . Anythin& else? 

Tnat• s a l l. 

Hermt~n? 

I think most of t he points I hod i n mind have been 
brought out . I want t o be sure that this i s under­
stood , of cours e ; tha t i f the t hing i s flex i ble it 
would not oper a t e to ~iscriminate ss between countri es . 

Pardon me? 
Any p~rticular r ate would be appl icable to all coun­
tries , not d i scr iminatory as between countries . 

You mean t hi s would be a flat r a te on t he world . 
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Yes . If it is chong~d, it would change to al l tho 
world . 

nell, Nl th the; ..-xce:ption of Co:1:ld8: .. 

'!lith the excepti on of Canada . And t hen i t is 
pointed out •.• 

uould you minu 1f I cot!lt!lent? Tna t :neans (to f eis) 
that we fieren ' t goi~ to pick countries ; tnbt tnis 
was applicable l.o &11 toe wor la . i7e ..-ere not going 
to pic~ out countries . 

And tnen if i t :tere c.ode flex i bl e , and .,e dere think­
ing in t eres of otherdse meo:ing t wenty percent fla t 
and cake it fle~ible, s ay, up to thirty percent, the 
~aking it s trictly flexible would be distinctly a 
friendly g esture; that i s , we l"l"ould be r eserving 
the power to "ake it only eleven or t.'lelve percent, 
which is fr i endly r ather than hostile . And i t does 
give you - it woulJ afford you time to study the 
pllrticular rate you used if you wer e .vorrled abou t 
a 'particular r e t e being d i scriminatory. 

And finally , it seems t o me t ha t if you are embar­
r assed by r epr esentutions made by the countri~s i n 
t he tripartite &greement, Lhe very fact tha t t he 
President has it in hi s po<~er not to l e t the statute 
operate a t all oight be a very c omforting po.1er to 
have. And it see:ns to me tha t much of t he di scussion 
of the flexible - making it discreti~~Y ~ith the 
President, .ent t o t ne question of exercising the 
power, as opposed to t ne ..,uestion of the wisdom of 
having the ?ower lodged in the President in cnse he 
"~anted it. 

!n o ther \fOrds, it 
be got ten out t ha t 
than as a club, of 
different effect . 
them ~s a c l ub, it 
tion. 

i sn• t a club; if toe t hought could 
1t might be used in fc.vor r a t her 
course , it could have a very 
But 1f it is to be used - held over 
couldn ' t work in a friendly direc-

~ven using some of the terminology of Ur . Landis - I 
mean I - i t might even be we are doing 1 t pure].y to 
help out the Norld . I mean we might get ourselves 
1n that fratDe of mJ.nd . 
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I'm not so much interested ••••. 

Mr . Secreta r y , tnerellone remar k I ' d like to m1.ke . 
I fee l -Lhei t. I uu ug1•\1.., ,. i th ~r. Fei :; on one po!nt. 
I t hink perha ps he might be glad if somebody agr eed 
with him on one polnt . And that is tha t this with­
holding t ax does in general hit the element of the 
for eign money t hut 11e a r e least anxious to hit, and 
I wouldn ' t - per sonolly I woulun •t nave been in f avor 
or toe withholding tax 11i thout the capital gains t ax 
i f i t Ne sn1 t for your s "r aiegic reasons a nd if it 
wasn ' t understooo tha t this is to be the fi.rst move, 
with the next move more c arefully prepared and on a 
more important point; because i t i s true that tbe most 
undesirable element of tha t money t ha t comes in is 
the element tha t goes into speculation, and specula­
tion usually i s for capital gains and not f or i ncome. 

,·:ell, wouldn ' t tht t come under t hi s discussion tha t 
foll o.vs this right awsy, as to wha t we a re going to 
direct t he s t affs t o study? 

bxactly . I just wanted to say that I am f avor able to 
the plan t na t you gentlemen Nere proposing to r ecom­
mend, 1-n my own mind, only Hith the f eeling t hat thnt 
is just all you can gt.t ot this time, and that the 
cap1 tal gains t ax was next on the list . 

No" , before we go to i he other thing, how do 'HC ht-ndle 
this thing? 

Nel l , I tnink we should nave from the Federal Reserve 
Board a nd ~r . Landis ' s organization something wr itten 
up 1n the form of memor a nda, reports , or supporting 
statements, etc . 

Seeing t ha t you will have to defend it for the Trea­
sury , don't you wnnt t o s ay now to Eccles and uandis 
the kind of person you want to sit in on ~his thing, 
so they can go right along with us. I think you OU8ht 
to g ive t he Trea sury the kind of person tha t ought to 
work with us and - 1Sn' t that what you h~<ve ln mind? 

Yes I nave two things on my m.ind . I wonder would 1t 
be possible for Ur. Eccles and Yr . uandis, or their 
staffs, eacn to give us some memorandum or the like 
1n suppor t of t hi s proposal along the lines of what's 
been said here this morning. 
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Yes , we could . ·:te •ve got enough . We've got the 
stuff more or less written up . It 's just a question 
of -you don' t a:ean dealing specifically •vith the 
tec~nic~l ~spect of this ~Art1eular legislation, but 
you mean covering the broader question of the need 
~nd tne justi fication for t his acti on? 

Yes, and naving ;>articulurl.y in mind those aspects 
of it which wouldn ' t normally fall within our 
particula r cognizance nere . 

And then, secondly, I thin.t Nhat I should like to 
see woul o be for probably the same men who htve been 
sitting in on this conference the last two or three 
months to get togetner as soon as the legislation ls 
raised, to go over that end see wn~t suggestions they 
nave specifically Nith respect to tne bill . 

But for the next 48 nours wnat do you ;want? 

Well , to complete t he ..• 

We ' ll go ahead and work on the bill and cull a meeting • 

Call o meeting , and I should think i n ... 

Will you g et in touch with Landis end Eccles? Is that 
1•hn t you ' 11 do? I cean •11111 we need anybody from them 
t oday? 

No, tney'll work on the memorandum. 

Vle ' ll s tart working on that memorandum . 

Yes . 
Then tomorrow or t ne next day, whenever you are ready, 
if Dr . Goldenweiser and Mr . Bryan - or if Dr . Golden­
weiser is otner;wise occupied, maybe ~r . Gordner or 
¥r . Currie - but Mr . Br yan l s taking - he ' s carrying 
the ball on this aod he ' 11 be available any ti.me. 

1Vell, I' d like very much to have Bryan in on this . 
Then wny d on' t we say ten o ' clock t omorrow morning 
in my office, and if eacn of you c an send one or two 
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men, I think tha t will be very helpful . 

•~ould it be jus t as convenient to make it three? 

uhen, tomorrow afternoon? It • s a ll right with me . 

Did you want thut so-called reguh t ory mensure? 

Yes . 

~:e • ll work th;;. t out . 

211 

NoV~ look, before we get on this other tning , this 
thing has attracted L lot of attention publicl y, and 
I want it to; £nd I ocntioned that I culled up Ur. 
~anois ana ~ . Eccles befor e I ~nounced this end 
they t hought i t was ~ good i dea - I mean the announce­
~ent I made, I cnecked Wi th tnem ~fore I oede it . 
No.v , wnat are Ne going to say? .e ' 11 come on this 
other t ning in a :ninute . I jus t ·.•r. nt to be t hinking . 
I i magine the. t t he neNspapers - what are Ne going to 
say a fter t his meeting? 

.le •ll jus t r efer them to you . 

Cosh, you' re big-hearted . 

Do you think ther e ' s any t hi ng we can tell them, ~xcept 
tnat i t will b e a ~uest1on of £ day or two? 

I ' d say s ever al days • 

Yes, several days . I shoul4 think that's about all . 

I tbou&ht I ' d tell them who ws s oere and t ha t t hey 
made sugges tions r egardi ng possible r ecommendat ions 
to t oe President and Congress , and that there is 
nothing further a t t his time ; t hey are continuing 
t he study . 

Landis, is t hat all right? 

Perfectly . 

That all right with you, l:.ccles? 

~es . I would like to suggest that during this 48 
hours each division also make up a list so tha t 
you will be r eady at the t ime ••.••• 
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Instead of doing it now. You mean to •••• 

bo t hat wnen you do get r ea9y for your announcement 
you ' ve at leas't go't a prol!r~<w to go a len<; ·::1th it . 

~·e ll now, Eccles , you understand that you ' ll hove 
somebody a t Roswell Magill ' s room a t t hree tomorrow? 

You (Magill) call up Mr . Bryan or ~r . Goldenwei ser . 

Wel l , that ' s a defini t e engagement, isn ' t it? 

T'nat will be definite, t hree t oMorrow. 'lle ' ll ge t a 
bill draf'ted in the oeant1Me . Ana these two meMoranda -
if you could ge t t hose up to me . 

Tney can Nork on t hose two meMos . 

o'iell, you ' ll have a bill by tnree o ' clock tomorrow? 

That ' s right . 

Just a minute befor e we break up . 1Jarriner , anything 
else? 

Nothing else . I think it ' s pretty well covered . 

Landis? 

I think it ' s a ll covered . I 1ll try to get a draf t 
of that little section t o you tonight . 

Good . I wish you would • 

Personall f, I think it ' s a swell meeting . And then 
you (Feis) will get - tell l.!r . Bull wlul t lulppened 
and when do you think I 1 11 hear fl'om Ur . Hull or you? 
Some time tomorrow morning? 

I should hope perhops this afternoon or today . I 
anticipate that there wi ll be r eal regr e t that the 
one ty pe of capital movement tha t induces an 
unstable economy and the creati on of unsound values 
is not being deal t with. Despite t hat, I anticipate 
that the Secretary - that in the light of t his con­
vinced agreement, all be will ask is that a t tha t 
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meeting tomorrow someone acquainted wi t h the 
treaty aspects or the thing be permitted to look 
over the drafting and make any suggestions f r om 
that ~nblc . I 1mcg1ne thPt tR . .. 

Surely . 

I may find it impossible to be there, but I know 
the Secretary wo uld like to have • . . • 

;,ell, will you tell us who to invite, or will you 
invi~e him on our behalf? 

As you s ay . 

Yes . 

Al l right, thank you. 
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SUGAR ThX MEETING February 16, 19J7 
D : 40 A. ll . 

? resent: 

Taylor : 

t! •. :.!.Jr: 

Taylor: 

B. II . Jr: 

~r . Helvertng 
Mr . Taylor 
!.!is~ Roche 
L!r . Oliphant 
Mr . Magill 

...• ..• • Puerto Rico, Hawaii , and the Virgin Islands. 

Just give those countries to the boy again. 

Vo~estic beet, aomestic cane - Cuba , Philippines, 
and the insular possessions . I &m ~king a special 
case for t ne Philippines, because ~hereas Lt the 
present tice i t i s £n excellent possession, i t i s 
in process of not becoming one . I think you can 
divide - redivide again between domestic beet, 
domestic cane, Cuba, and the Phi l ip9ines . The ques­
tion of the percentage of the Puerto Rican and 
Virgin Islands und Hawaii - ana the total mekes up 
a f airly l arge unit - but you con call tha t the 
fifth unit . 

Now, a s you olso ~now , your domest i c beet &nd yow· 
domestic cane na ve been protected and developed 
through tariffs. Then you glt into the question of 
the ~uota, which has been the most recent method , 
which w~s &lso protected through your - or made 
possible through your allotment pay~ents under 
tnat original tax of a half cent. 

The situation ~ t tne present ti~e, &s I see it, is 
tnat on your tneoretical one hundred, you h~ve pres­
sure not so much for exp&nding the domestic beat 
acreage but for expansion of your domestic cane 
acreage . As n result of first year protection, pl us 
your bounties which are contemplated to be poi41 you 
nave a const ant tendency to increase the domestic 
cane. And in that particular situati on also you have 
an entirely di f f erent situati on than that which exi s t s 
r egar ding your labor conditi ons and your payments to 
your grower s, because the l abor factor is not as 
i mportant in cane sugar as it is in beet sugar . 

Wore machinery? 
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Different type of cultivation . Partly more machiner y 
but it ' s - you don' t have to do the work in the field; 
with cheap labor , a nd the same ..• In other words 
yow· Uu1u-=::iti~ ~one Jit.t:.r..ti on is , as fer !'S thA nr~duc­
tion goes , very simi lar to your production of every­
thing , except beet . 

On the basis of this theoretical one hundred - and 
have you got the figures in mino, Miss Roche, as to 
now that is divided in percentages? 

Of the beet - Cuban sugar? 

Of toe total. 

Yes, I have . Total tons cons~ption in ' 35, 6, JS9, 0JJ, 
of which the Cuban ~uotu was l,d2J, OJO • 

Consumption or proJ uction? 

Consumpti on, sir, in the United Stutes . 

Tha t i s your theore tical one hundred . How much did 
we consume or sugar? 

Nearly ••.• 

;ihat pr oportion hes Cuba? 

Cuban quo t a in i35 was 1, 82J, JOO • 

I see . 

And your Philippi ne is about a mil l ion three, isn't it? 

Ar ound a mill ion, slightly less . I haven ' t i t here . 
No, I haven' t got the tonnage tha t came in 

from the others . 

Well, go ahead . ••hich ·all leads to what? 

\Vhlch leads to this situation: that one of the things 
we are trying to corr ect , and which I think we can, 
is the fact that your payments to your domestic pro­
ducers of cane - r a ther, of beet - a nd in particular 
as they affect t he t ype of labor, we ' ll say, the 
beet sugar i ndustry i ttracts and uses - have not been 
satisfactory. I tlli n.t lfe would all be very much in 
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sympathY with correct ing tha t situation. But if ••• 

\'/ell , may I interrupt you 11 minute? That isn • t the 
~nglc that We.llece is "l"f1rn" ch1 ng this from . Le t 
me give you whot I know ; we nr e t alki ng here in t he 
room, so we all put our cards on the t abl e . What 
Wallace is worrying ubout is t hllt the sugor companies 
are making too much money . I mean I jus t Na nt to tell 
you thllt that is hi s worry . hod he gave roe some fig­
ures , which I can1 t reel off. But when he put in the 
present system, they told t he State Department tha t 
Cuba would sell , I t hink, 29 ~illioo dollars more than 
they had the yea r before, and t hst• s been f ar in 
excess, and I think their sales are up to a hundred 
mill ion dollars , and i f he puts in this their sales 
~ill drop back t o some t hing like 70 or dJ , be says . 

But t he main thing, as I get it, that is worrying 
7iallace is the t under the present f)rocessing tax on 
sugar the sugar companies are making 12 or 14 percent . 

.Vell, it ' s all going to them . It isn ' t being distri­
buted . 

I jus t wanted to tell you wba t 1 s h1 tting him . 

Well, I was trying t o get t o tha t . I agree IVi th 
t na t . 

·::ell then, the other thing where we come in on thls 
thing from t wo :.ngles . In the first place, t he 
revenue to the Uni ted St ates Tr easury is one. Tha t's 
what we ' re fighting for . The other thing i s the 
St ate Department bns asked us to oake a study und 
recomQendations on th~ neN set- up to f in&nce Cuba -
from the standpoint of the Cuban, see? '1/he t ' s good 
for the Cuban? ~o we ' re in it f irst from the revenue, 
and then of course there is the big broad picture, 
the chlld labor <!Uestion, whi ch I suppose • .• 

lay I suggest even u broader one from my s tandpoint: 
that , so far as I know, in the history of tax l egi s­
lati on in this country we hove never imposed a t ax 
on a particular industry because it is making too 
much money . We hove had a general excess profits 
tax but we have never imposed a taJC on this - en 
ind~stry in thi s country because it is making t oo 
much money . 
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I aon't thi~ lhot •s ex~clly tne entire position of 
Wallace • 

. lcll, that ' s tt\e wAy n11 l~ll<s, Miss Roche . 

I just threN that in 11long Nitn t his . 

'lnat 1 s all he taL<s to me . 

::ho? 

Henry Wallace . 

I think so . 

I mean that ' s oll . I never heard him on this thing 
once ~ention cnild l abor . 

Perhaps it is just so much in nis mind and the pic­
ture is so completely th~re that • • •• 

Domestic beet is about nalf a mi lli on . Is that 
about r i ght? 

Little over . About ~ix hundred thousand . 

Let me ma~e one more sentence . I can pick out a 
number of i ndustries t nat are maki ng a certain 
level of profits because of tne operation of our 
tariff system th~t bre employing caild labor, and 
hence on this basis argue for a special excess 
profits on th&t inJustry, the proceeds of that 
profit t o go to child labor . NoR, don' t understand 
that I am opposi ng tnis tning . I merely want to 
ori ent it by poinlin£ out to you that tais is un­
precedented in the history of American t ;;xation -
tne pr oposal to tax a pr. rticular industry because 
it is m&king too much money . 

Isn' t t hat cor rected by our excess profits tax? 

1'/ell , that applies to all industry , Guy. I pointed 
that out. Ne have had excess profits t ax and do have 
one now. 

Wny isn' t Vagill i n on this? 
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Be had t o go doNn to see H~rrison . 

He ' s wei ting to see me . Might as v1ell wait in hero . 
I ' m asKing myself . (On phone) Scr.c ~~gill in ~tease . 

Re 1 s wai ting to see me. I want him to get in on 
this first . 

Put it another way •• •• 

de isn' t going on the Hill until he sees me on this 
railroad thing, and I said I couldn' t see him before 
five ~nutes of eleven . 

Put anotner way, ¥ou•ve got a bnd situlltion froa lne 
standpoint of how they s plit up the profits , as one 
element in this industry - so that this distribution 
of ten percent.. . . In other .fords , you•ve got domestic 
beet six hundred t hous~tnd tons, as against a total 
consumpti on in this country of six mill i on tons . And 
tnat is a bad situ~tion . 

Well, I still don' t get it. 

(Magill comes in) 

I t nought you (Magill) might - while you are wa i ting 
on your rail rOHO t ning you better listen to this, 
because this seems to be str bight taxes . 

loell, this in another way can't be consiaered &s a 
revenue measure, because it isn't that . 

:/ell, •hut is it, ,';ayne? 

It is an atteapt to do tne following : . You have this 
ten percent, wnich is the beet producti on, domest i c 
beet , in which you kno" t he situation isn' t very good 
as far as labor goes . That a lways bas been hi gh 
cost pr oduction. That ' s the reason you had to pro­
tect your t ariff; that ' s the reason you bad t o ro i se 
other things . But you haven ' t had a sa tisfact ory di s­
tribution at the present time of the profits of that 
ten percent of t he totol consumption . That ' s where 
the domestic boys, r efiners, are maki ng too much money. 

However, you have t his other situation, Which is your 
expansi on of domesti c cane, wnich i s very important . 
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They haven't got the same factors, but back of this 
protection ~nd the 4uot n system they can do very 
::ell. 

Then you have u price structure, naturally, with 
all these f actors, in this country which is 7:ay 
above your world price level. That i s made pos­
sible through your 4uotas . 

You nave a theoretictil - an actual one hundred which 
is in balbnce . Tha t ' s your s ix mill ions - this six 
mill ion tons . If Cub~ Ner e ~ble to co~e in, or if 
the Phili~pines Mere able to co~e in, or possibly 
Hawaii .1ere able to come in on a larger n:nount , wey, 
you ' d lo~er your price level . 

Did you 'Nant to see the Smoot-Hawley tariff sl tua tion? 
blmost the same price there . 

Two cent t ax . 

I kno.; , but that didn ' t affect Pl\illppines . Tariff 
didn ' t affect them. 

But as a r esult of tha t, why , tha t production ,increased 
very r apidly . 

That is exactly why the Jones-Costigan Act c~rried 
the ~rovisions it uid to control Puilippine ~uotas • 

I just haven 't got it yet . 

r:ov.-, you have wtu. t you might consider e balanced 
price level whicn is perfectly S&tisfl.ctory . " hot 
would you say tue price level was at tne present 
time? 

The present price level to consu:ners is five and 
s ix tenths. The same as it was . Five and seven 
tenths before . Be the SLme under the proposed plan. 

Si x milJ.ion tons, five ana seven tenths . You put on a 
one cent excise and you ere not going to increuso the 
pr ice level and you ' re going to have these bounty 
payments to domestic cane and domest i c beet . Again 
getting back to Miss Roche 's problem, this is the best 
way that I t hink tney can achieve to get t his redistri-
bution. 
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T:ell , what is :.!iss rtoche ' s problem? 

Crlild l abor . 
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I ' m interested in the Nhole thing as a balanced 
,;rogr am that ' s worked for the f irst time in a 
<tUBrter of a century in the sugar industry . I ' d 
like to see som<lttling lij)yroacning toe Jones-Cos tigan 
net, and ever yone intdrested in all phases of' tile 
s ugar inaustry would llku to see that , because it 
gives everybody a fair de~l - ~uba , processors, 
refiners . 

llell, isn ' t tnet in effect no"'? 

uell, under the SupreJ.e Court decision th& t lUI S 

declared out, so tnut tneir only instr~ent is a 
quota now which a ivides up the returns of the sugar 
beet industry so tns t farmers , g ro-.ers , end labor 
and farm f runilies ge t - it 1 s &11 going into the one 
pocket , the sugur compeny 1 s pocket . That ' s whnt we ' re 
concerned &bout. 

Ar e you in favor of whut Wallace is t r ying to do? 

Yes . My only ~uestion i s as to toe one cent, as 
agains t the hDlf cent t ax, e quest i on of amount. 
I don ' t know as to tnis incre&sing it from h~lf a 
cent to a cent . But certainly the other .tor ked . 
You had everybody entirely S h tisfied, including 
\!ube. . 

::o use trying t o assimilate this . I just cen • t • 
I'm in tne oiuale of hnother thipg . hnd I jus t 
can't :ln the middle of this foreign flon tning take 
tois . I just can ' t ao it . I mean t here ' s no use 
try:lllf to give it to me in t .venty minutes - som .. t hi ng 
tha t takes people t wo mo nths to study . 

:lould t his nelp ttny? You nave ••• 

Well wha t t he nell i s the use of getting me to •.•• 
Tnat: s a study ln i tself . I mean IllY opinion isn' t 
worth eQYthing . I ' m right in the mi dst of something 
which affec ts our internal e nd external - whole thing . 
And I can't in the middle of it break off and t alk 
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sugar . Now , '1/allc.ce c.l..nys wc. nts t he thing th!i t 
he wants . My god , he ' s be~n cal l i ng up three t i mes 
on Sa turday . And WhY i s there such a hurry about 
t his t hJ.r,g? Ccngrc::; i s so!!'.g t o be h~rP unti l the 
f irs t of July . But wnen 'Nolluce wants somet hing -
when he want ed to do thi s speech i n J anuar y , e very­
body in t he Treasury hod to stop . He sai d he 
wou.ldn1 t give it, gave it &nyway . I can ' t under­
stand llallace . I 1 m not - he can t ake his turn as 
f ar as I 1m concerned, and 'llait . No'll we ' r e right in 
the middl e of c. thing, and ne• re going to see t he 
President t omorrow . ~e ' re going to clean up one 
thi ng at a t i me, end that t ning right now is the 
inl'lo~ of capital from abroad . 

knd I just can' t in the miclale stop and you c an tell 
v;allace t hat , r nd you c an tell •• allace trw t I ' m in 
the middle of this thing . Bet>;een no·.7 and l2 : )J 
we are going to a eci de so:nethint t hu t is - I mean 
ever y pocketbook, tne price level - i t ' s very 
important . 

Particular l y c an ' t ask you to s ettle it when it ' s •.•• 

h!y vehemence i s directed a I. ',Vallace . And I can ' t 
in t he mi ddle or a " uesti on tl1tJt i s as important 
a s capi ta l inflow f r om the :.orl a into tne United 
States , stop off and t r y to be intelli,;ent on some­
tning else . I just can ' t ussimilate i t . 

~ t bougnt is that this needs a lot of study because 
it consti tutes a new cttit ude of government t oward 
the profi t system. 

I'm not goi ng to, ~nd I want you to s ay that 
Tr eas ury i sn ' t r eady . ~nd there ' s no aurry . 
t he Pr esi dent - he ' s going t o send a message 
thing . 

Well •.• 

ttte 
rlOd 

on t his 

It ' s all r ight . The Tr easury wi l l t ake t his thing up 
in order. But right now, ror this week, inflow of 
for ei gn capital , t.nd :;e can1 t take anything more . 
I mean I' m not going t o break myself down phys i cal l y 
just to adJus t my~elf to Nallace . 
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I agree with Berman. This is in a way exactly as 
impor tant . 

Then if tha t is true, there ' s ell the more reason 
in the wor ld to hold off. I'm up right to here, just 
breathing . And when this is out of the way, when the 
President has settled this , then the 'l r easury will 
be willing to take up this quest ion. You (llngill) 
can' t assimilate this, can you? 

No, I don ' t ~non a thing ~bout it . 

Do you, Guy? 

!lot about this -.uestion . 

~/ell then, at lec.s t you• ve Eccompl i shed this; you've 
found out that I won' t even talk sugar this week and ­
which means that the Treasury won ' t approve of any­
thing until :1e &11 have E clulnce to study it. But 
this i dea - \'lalluce, ne Ju:; t g ets these idee s and he 
just ·.vents to drive through . And this after noon, 
besides e verything else , we 1 ve got a very important 
hour • s conference .?1 th Hopkins , and I just cv n 1 t do 
anything . 

I think we•ve accomplished another thing . I tn1nk 
.:e 11ave all sensed the tremendous importance of this . 

It ' s bewildering . 

"nat have we got on it? Anyttung? 

The world . 

~~ell, I don ' t thinK Baas hus started on it . 
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~~ .L.-!Ol.P ?UlSI OII DISCUSSION Februar y 16, 19J7 
10 : 55 J.. . :L 

?reatnt: 

K. :J. Jr : 

lJt.gill : 

Jliphnnt : 

!lr . 'Sa gill 
..!r . 011 phant 
Miss Roche 
l.lr. flelve r lng 

Take a minute and tal~ railroads . 

On that railroud situntion I talked to Murray L~timer 
wno fell down on :ne . He was supposed to clellr this ' 
th ing with the Brothtrnoods and with the railways . 
A;>parently he cleared it wi t h the Brotherhoods, but he 
d idn't go to the rLilway . bnd nis attitude is that 
ne aoesn' t .•t.nt to clear it, bec;;.use, he says, "I'm 
an impartial mediator between tnese people and I 
mustn't say one NLY or tne other . • But he s~ys they 
did say in so:nebody ' s presence over there les~ nignt 
that this extensi on naa pfssed the Bouse and thut ne 
thougnt i~ .vas all right with the railroads as v:ell 
as with the Drotnernooas . 

Well now, it occurred to me - talked to Herman and 
de r man was a 11 t t le doubtful ; I didn 1 t propose thi s 
par t icular tning to him except in gener al - I think 
th" t Sen& tor tlarrison • s "golf partner" in tnis busi­
ness is not Pelley, but Judge Fletcher, who is a former 
member of the U!SsissipJJi Supreme Court , and 'llhO is 
tne !' ttorney for the Associ& tion of Railv.•ey l:.xecuti vcs . 
I know him sligntly from four years ago, .men he appeared 
on some bills . I can CLll him up without much d ifficulty 
and inc; ~.;.ire noo\' these negotit. tions .1ere going for t his 
new retirement scneme, ~nd tnen speak lnciden~&lly of 
the fact thc. t tniS bill has p&ssed the Bouse, etc . , tnd 
I assume it is satisfactory to the railroads 6S well 
as to the Brotherhoods . 

i.e have never done - ue have never done the t . I mean -
you tel l me if I' m wr ong - we go up there; thi s is a 
bill , and t his thing, after ha ving hearings and f i nding 
out lihether it is satisfactory to t he p&rt i cular 
gr oups - I think that is up to Congr ess . 

\Vell , I don ' t want to do i t . All I'm i nterested in ... 

! don ' t think the Under Secret ar y should call the 
lobbyists, unless it is v personal - unless ne knew 
oio for a lifetime . 
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Obviousl y if he r oomed with bim or s omEthing like 
that , it woula be different . 

lio i. IU\Y g reC> t deul. 
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Le t ' s be practical for a minute . What good would it 
do if SenCitor X didn ' t want to do it anyway? Because 
it a l ways comes back - all r ight, t hi s counsel for 
the r ailroads says , "All right, we ' ll go along with 
t he Treasury on this , " and t hen he cooes along in 
three months end says, •By tbe way, I've got up a 
probl em for the railroads; how about helping me out?• 

No, no . I know just whot tb&t one would be, too. 

So do I. 

That would be worse . 

If Harrison won ' t do it, see, just s tymi e bim. 

Tbat isn' t wha t ne • 11 say . He ' 11 say, •Have you 
talked t o Mr . Pelley or Judge Fletcher?" and I ' ll 
say, •No, I haven' t ." 

I don ' t mind !f you went to drag me into it. We 
don ' t feel tha t t ha t ' s our job . lie don ' t feel that ; 
you can quote me as saying so . Let him talk - le t 
Senbt or Harrison talK to Pelley . nhy should we talk 
to Pelley? .ihat I wCiS getting nt - i f you can 1 t get 
it, toen I'll have to get the Pr esi dent to telephone 
Harrison and tel! Harrison t hat be, the Presi dent , 
wants the tn!ng extended . If you c an't get !t, I'll 
have the President call Harrison end tell him be 
wants tn!s thing extended , see? 
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Februa ry 16, 1037 

Af~~r the Secre tary talked to s~nAtor Uoore on the 
t el epohone on J anunry 27 , with respect to removing Barr11delle , 
Internl! l Revenue Agent ln ChBrgeat Newark and r epl acing him 
with Hog11n , who i s an Internal Revenue Agent in t hat offi ce 
he (the Secretary) called I rey and ins t ructed h im t o make a~ 
investigation of Hogan . The Secretary wanted to have tale 
report befor e he gave Senat or ~oore a definite appointment . 

To~v the Secr etary ha~ Coccissioner ~elv~ring and ur . 
OltbonE in his offic e , befor e Senator ~oore cace to keep 
~la 10 o'cloc£ appoint~ent . Helvering explained tr~t it 
was tne practice to tra~afer an Internal Revenue Agent in 
Cnar0e f r oP one o!fice t o anotner and if lt was decided to 
tl·ancfer Barradelle ln thia caae it would not be because 
Sem<tor ~oore had r equested h1G r euoval f r om t lle llewark 
office and it would not be in tne nature or a demotion. 

The Secre t 11r y asked m· . Helvering the d~rect quest i on, 
•oc you feel that L!oore and Hague have ,Jresented sufficient 
r easons t o move Barradella?" The Comm1ss1oner •s answer 
wac , 11 \Vell, t hey said he m s overber.ring and ar bitrary." 
The SecretP.ry t hen asked h i m, "Do you mind giving me a yes 
or n no? Do you r eommend to me tha t we saould or should 
not. move Barradelle? • Helverlns replied, "I would recom­
mend that we do cove Barradelle.• 

The SecretP.ry 's next quest i on was, •Now, as to his 
successor. Do you let polltic~l leaders choose a suc-
cessor ?• Helve r 1ng answered , •11o , we do not . We wi ll 
eith~r teke a can i n the sace office or else we will choose 
MOther ,Jer son, • T"ne Secretary t hen inqul:ed, "Will YOU 
uubmit vari ous naces tha t you have chosen as successor to 
Barrndelle to ~oore for his approva l ?" Helvering 's r eaponGe 
v.ns, "'llell, frankly, I did show a l is t . to Hague some months 
ago , I have prepared a memorandum, wn1ch is as follows, 
outlining my suggestions. These arc men in t.he llewark 
off ice .• (Copy of this memor a ndum is a tt.ached.) 

The Secretary sa i d , "I we.nt a epeci a ; investigation 
of these men befor e I wou ld r ecommend ~ne. 

Helvering sa id to the Secretary, •we could move 
Barradelle to California.• The Secretary r eplied, •Is it 
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agreeable to you that you t ake the l ead on t hls convercn­
t lon when Uoore comes tnt• Helvering answered, "Yes.• 
~I am wllling , :! the Oacrct=r:l ce.ld , •I Am w1111n~ to say 
to Uoore that it you have a vacancy somewhere 'and it 1s 
no demotion to Barradella, that I would be agreeable to have 
ht m moved since he cannot set a l ong in the present set-up, 
but on tne other band, I will not accept the peopl e t hat 
Uoore wants to put 1n hls place . Uy posltlon is t enable. we will ~~ve Barradelle, but we will not let Uoore appoint 
a successor. It I do no t do it thi s week I will not be 
&bl e to resis t the pressure trom the Presi dent . Uc!ntyre 
18 bringing great pres sure to bear. I have talked to t he 
?res ident about this . Uoore told oe that I did not have 
to t ake P.ogan, but tbat I had to move Barradella.• 
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Ur. Bell 
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Hll ,Jr: I have t aken an interest in t he Selt­
Helo Cooperative and have asked them to keen you informed. 
tty interest in tryi ng it in one place is th8.t I was t re­
mendously impressed with what they are doi ng in Richmond. 
They are rehabili t at i ng t he f amili es in cities . There 
are 3,000 peoole on d irect rel i ef and 9,000 who are cer­
tified which you cannot take car e ot here in Washington. 
~~e t here any reasons why we should not try it here? 

Mr. 
to t r y it in. 
us to discuss 
cooperatives . 

Ho~kins: Washington ia not a t•~ical city 
would like you to spend an evening with 

with ue our t hree yeara' experience with 

* * * * * 
Mr. Hopki ns : Now, then, ~here are two thi ngs 

we want. One is a blanket authorization by typPs ot 
projects. It it can be done tor white collar projects , 
it can be done tor others. There is nothing in t he law 
to cake it necessary tor projects to go through the Gen­
eral Accounting. Second, we want all the noney -­
$655,000, 000 - - in our bands tor t he balance ot the year. 
It we had t he money we woul d spend it . It we do not 
have t he money , we can't spend it . We cannot administer 
a progr am properly if t he money is in s omebody else's hands. 
The Presi dent told me we coul d have bot h , as far as he was 
concerned. 

IU1 ,Jr: Bel l and I were 
terday and he never ment i oned it. 
you are pr obably right. You are 
Federal tunds tor relief labor. 

with t he Pr esident yes­
About t he Co~troller , 

not spending ~ ot the 

Ur. Hopkins: As t he bill is written now, the 
money is given t o the Pr esident. 

lUI ,Jr: What percentsge ot your expenditur e goes 

for l abor ? 

• 
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Mr. Hopkins: 75% or 80'~, and it varies by 
States . 

Hli,Jr: Bell saYs ~. 
adm1n1atratlve exoenses? 

Does t hat include 

l!r . Hookins: I don' t know, but I will get it 
for you . 

Ur. Bell: It is a matter of poli cy as to 
whether the President wants to turn this money loose. 
I think there ought to be a check-up on this money and 
not t urn it loose. 

HM.Jr: Are you appl yi ng t his to every other 
agency? 

l!r. 9Al l : Yes. 
definite exoenditurea. 

The money is appr opriated for 

llr. Hopki ns: You peopl e ought to come over and 
do my job or else let me do it . The world will not come 
to an end 1f vte do not get what we want, but I just want 
to tell you what we want in order to admi nister the Job 
well. 

ffi! ,Jr: Let me ask Bell this , froc our standpoint. 
If we were going t o make a recommenda tion to t he Preaident, 
what would your recommendation be - - t nis $790,0007 

Mr. Bell: I would recommend t hat it be o arried 
on as it is no~. The President approves t he proJects 
and gives Harry Hopkins t he money on a monthly basis and 
he 1vill have no difficulty with t he Comptroller General . 

HMf:lir: As Dl.rectpr of the Budget, between now 
and July 1 w t do you recommend? 

Ur. Bell: To carry on aa we are now. 

Ur. Hopkins: I would like to present a brief on both 
of t hese points & whY we should have the $655,000,000 and whJ 
we ought to have blanket proJects. 

Ur. Bell: There must be red tape in connection 

with handling Federal money . 
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HI.I ,Jr: J.ly inclination ie to go on as you have, 
I will recommend that you ge t enough money to tale oare 
of you to the first of April and then enougn to Jube 1 
and then the third a.llot11111nt wlll take care of wha~eves· 
18 lett . Would that make it very d1tt1oult? 

Ur. Hopkins: It is not what we want . 

HU,Jr: r rom a ttscal budgetary s t andpoint, it 
is good housekeeping. 

230 

Mr. Bell: It 1s easier tor me to give it to you 
all at once. 

Atr. Hookins: llobody has t he headaches that I 
have. 

HI.I , Jr: rrom a humanitarian standpoint , yes· from 
an adoi nistrative, no; no more t han anybody else. Give ua 
the two br1eta ycu spoke about. 

oOo-oOo 
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