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GROUP IIEETIIG l ovember l, 1938. 
9:30 A. K. 

Present: 

Gaston: 

Upham: 

H. N. Jr: 

Klotz: 

McReynolds: 

Taylor: 

H.N.Jr: 

Mr. Oliphant 
Mr. Gaston 
Mr. Baas 
Mr. Taylor 
Mr. Banes 
Mr. Gibbons 
Kr. Dut!ield 
Mr. Upham 
Mr. Lochhead 
Mr . White 
Mr. Bell 
Kr . McReynolds 
Mrs . Klotz 

There's a reporter in here. (Laughter) 

It 1s too bad, having the three of us together here. \ 

Three? 

Tories . 

Did you see that Tory story in the papers yesterday? 

A wonderful story. It's rec- - rec- - recollllllended 
!or you (H.K.Jr. ) too. 

This thing, Dan - I 'm glad you're here this morn-
ing - publication of Public Works tunds brings up 
a point which I brought to Mr. Baas• attention 
a number of times. Baas, years ago - eight or 
ten years ago he bad an idea he was going to get 
a Treasury Statistical Bulletin once i n a while, 
and then about every six aontha he brings it around 
and I say, •Fine; let's put out a Treasury Statistical 
Bulletin, • and another six aonths passes and nothing 
happens, and Baas coaes around again and, •Let's 
get out another Statistical Bulletin. • That has 
been going on eight or ten years. ' 
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Now here is a fine job. Now why shouldn't that 
be released? This is the firs t time - this is a 
complete break-down, by states, and everything 
where P. w. A. funds are borne, by states, by 
agencies, everything else, right up to date . 

2 

McReynolds: You did the same thing with w. P. A. too. 

Bell: W. P. A. has given out - that is old, but I think 
it should be given out, with permission of Ickes. 

H. M. Jr: Why not get these things together - this idea 
that Haas is crowding on me once 1n a whilei and 
do this once a month, and get this thing al 
together and get it out . We are not having a lot 
of releases, but once a month get all this stuff 
toge ther and get it out as a Treasury Statistical 
Bullet i n. 

Bell: It would be quite a bulletin, combining •••• 

Oliphant: 

H.fl.Jr : 

Haas : 

H.U.Jr : 

Bell: 

Gaston: 

H.U. J r : 

Gaston: 

They have those law enforcement statistics, you •, 
see, which are very interesting. 

I mean everything we do, get it out once a month. 
It's all there. I tell you what you do, George; 
today•s the first, and the day after election you 
come back here with a list of stuff, will you? 

o, K. 

Everything that we 
for me, will you? 
we ' ll get it out . 
you get out at the 
sheet, don' t you? 

get out - and make up a dummy 
And so that we - once a month 
The time to do it, I think -
middle of the month your special 

The Classified Statement of Daily Receipts and 
Expenditures comes out as of the fifteenth - it 
comes out about the seventeenth, as of the fifteenth. 

Yes . I think it may take a fairly good sized 
printing appropri ation. We haven't now the money 
to do it, as a printing job . 

A thousand copies? 

It•s the composition that's the big job; it isn' t 
the printing i t self. 
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What is this great big duplicating outfit we have 
over at Procur-nt. 

Tbat is a duplicating job. It is not a printing 
job. 

H.N.Jr: Letts think how we can do it rather than how not 
to do it. 

Gaston: Yes, we can make an estimate on it. 

H.N.Jr: Because here it is; it wouldn't all have to be done. 
Here this could be done and we ' d get a standardized 
size. 

McReynolds: Tbat•s the sam.e form the w. P. A. ~s-

Bell: Same form, yes . 

H.K. Jr: I'd like very much to do it, George, even it you 
start - begin, and then you can add to it. 

Haas: 

Oliphant: 

H.M.Jr: 

Oliphant: 

H.ll.Jr: 

Oliphant: 

Bell: 

H.M.Jr: 

That is right. It meets - there is a demand tor " 
charts around; we •ve got to - it might be supple­
mented in there too. 

Did you see that material on law enforcement I sent 
to you last night? 

It's gone. It' s over at the White House . 

Did you read it? It isn•t - it's a sort of an 
eye-opener, on how interesting these figures are. 

As I say, George baa had this idea; now let's go 
to town on it . 

Irey was very much surprised on what we tve done 
on it. It's a.lmost five hundred convictions on 
Treasury oases alone. 

You know, there is a ereat deal of fiscal statistics 
that are now published in varioaa documents around 
town. The Federal Reserve Board puts out an elaborate 
report, and so does Commerce. 

I am not surprised, because we are so - what shall 
I say - neelieent about it? 

Regraded Uclassified



( 
Oliphant: 

Klotz: 

H. M. Jr : 

Bell : 

R. Pi . Jr: 

Bell: 

H.ll.Jr : 

H. M. Jr: 

Gaston: 

H.M •. Jr: 

Gaston: 

H.M. Jr: 

Gaston: 

H.M. Jr: 

Gaston: 

H.M.Jr: 

Gaston: 

H.M. Jr : 

4 
- 4 -

Jlodest . 

Thanks. 

Anyway, will you cooperate with Haas • •• ••• 

Yes sir • 

• • • • and Gaston on this thing? 

I will . 

Now, I don't know how many people Sandy Klein 
ca1led up last night to f ind out about this 
cooperative o. P. s t ory. Just as a matter or 
curiosity, how many people did he call up. 

(llr. Lochhead, Jlr. White, Jlr , Haas raise hands . ) 

Who was the official spokesman last night? 

I don1 t know. He called me up - Stewart called 
me up, and Gregory, of the Herald-Tribune; a 
man from the Journal of Commerce, and a man from 
the A. P. 

!lay I suggest that this particular story on the 
Fr ench Cabinet, that nobody help out anybody. 
And that you don•t know anything, and nobody knows 
anything . 

Yes, I didn't know anything last night. 

And you still don 1 t know anything. 

And I still don•t know anything . 

And will you stay that way, 

Yes , indeed . 

And nobody is able to help them out. If everybody 
will just try not to be helpful at this stage, 
see, it will be helpful to me. 

Yes, I thought that. 

What ? 
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Gaston: 

White: 
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B. ll.Jr: 

Oliphant: 

H.M. Jr : 
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Yes, I thought that last night - yes . 

I told him to call up Gaston. Be said he called 
up Gaston and Gaston didn't know anything about 
it, aDd I told him to call up Archie . 

So you ' re the one that did it. 

What a pal . (Laughter) 

• • • give them a tull story • 

5 

What I want to talk to you (.llr . Duffield) about 
is your assignments , see? What I want you to do 
is to be brought up to date, aDd that is wby I saw 
you - on the whole question of Bank of America, 
and Trans-America. Now Urs. Klotz will make 
available to you all my personal notes , going 
back to this year on the Bank of America, and Tr ans­
America . You can take them 1n your room; don't 
leave them there, but put them back in my sate, 
and I want Cy to tell you everything that he knows, 
and how about •• •• 

Ed • 

•••• Ed Foley, so if you would just go to school 
on Trans-America and Bank of America. See? 

Yes. 

And when you have learned your lesson come and 
see me, and we ' ll talk about it. I want you to 
go to school on that one thing. Then, after 
election, I am asking you to go to the Coast -
West Coast. 

Now, on that, I got an idea while shaving this 
morning, which may not be - that is, in view of 
the position Federal Reserve is taking on Section 
Thirty, I ' d like you to explore the state laws in 
which Giannini operates, and see the possibilities -
"All right, if the Fed doesn't do it, we•ll try 
him in the state courts ." Will you explore that? 
It may be a good idea. 

Yes, indeed; and in the meantime we are not going 
to give you •••• 
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Oh no, just as an ace in the hole, let ts explore 
the laws of California, Oregon, and Washington. 

-
6 

Alld I was thinking, while shaving this morning.,, , •• 

Did you shave too? 

Yes . • ••• a good idea of referring that letter 
to the Comptroller and let the answer go from the 
Comptroller i s better than writing it yourself. 

You don ' t like that flip answer of Upham's? 

What was his •••• ? 

Well , that ••• • 

What did he say? (Laughter ) 

Well , then, we'll write a letter. 

I'll redraft it - both letters - with that in 
mind, and will be ready to look at it today. 

Well, my thought is, Cy, I am just going to write, 
"lfy dear liar riner: Thanks for your letter 1 and 
I have referred it to the Comptroller of the Cur­
rency. " That was my thought last night . 

Then I can write my flip letter? 

• 

Then you fellows can do what you want, but in 
th1nk:1ng it over 1 wh.y sbould I get into correspond­
ence with Karriner Eccles about the carrying out 
of a Section which is - I mean aoy more than, well -
well , b.ere is a good example: the Chairman of the 
Board of Tax Appeals starts to write to me about 
something Helvering wants to present to him. 
Would I get into correspondence with him? 

No, Krouse (phonetic) understands the statute; the 
Comptroller makes a presentation of the certificate. 

And under the statute, Helvering makes it. 

I think he regards his letter to you as a personal 
letter . 
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You can't be personal in a thing like this . 

ADd I doubt it the Board will sustain it. 

That was my point. I want Upham to Juat soak 
this stutt up on this particular thing. You 
take in the beginning, and Just all I •ve got -
and it anybodf ' s got anything that will help h1JII 
(Kr. Duffield} I'd appreciate it it you will 
give it to hiJII, 

llac? 

McReynolds: Nothing. 

H.ll.Jr: Dan? 

Bell: Nothing . 

H.M.Jr: (Nods to Kr . Lochhead, ) 

7 

Lochhead: Owing to the holiday today, it ' s pretty quiet abroad, 

H.M.Jr: How have you been - your pal, Judge Lauer? 

Gibbons: They brought about six hundred dollars worth ot 
dresses in that one trunk; this fellow• s got a lot 
ot other trunks, but they ca.ntt deterllline his 
status, whether be ts an alien or born in this 
country, or not, and there is some difference in 
the rate ot the duty it he's an alien. As tar as 
they know now, what he brought in tor Krs. Lauer, 
the foreign market val ue is about six hundred 
dollars, and would be worth about twice that in 
this country. 

H.U. Jr: Do you think the Judge knew about it? 

Gibbons: I don't think so. 

H.M.Jr: HUh? 

Gibbons: No. This fellow has been quite a man abroad, at 
Cannes, and those places, this SWDIIIer; he's quite 
a skier, and associated with a lot ot Americans 
that go over there, and he's brought in - Toa 
Gor man told ae yesterday that they found, in a 
aeaorandum, that he had brought in a di81D0nd 
wrist watch tor Gr acie Allen, this coaedie~. 
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He ' s brought in a lot ot stutt tor different 
people , Whether they thought he was paying the 
duty and t hey were paying him, we havent t been 
able to determine that. He's done quite a business, 
apparently. or course, hets got this Government 
official - what is it, Nicaragua, there 1n New 
York; he apparently just sold him a bill or goods 
coming over on the ship, and got him to give him 
a letter . 

I 1m very curious whether the J udge himself knew 
about it . 

I might say that Joe Keenan called me yesterday 
and said Armon Levy, a judge, called him a nd said 
what a good fellow the Judge is, and I said, 
~Well, I understood that, but I didn't know 
aeything about it." I didn't have it before me 
and I let it go at that. 

Harry? 

You want to wait until you hear from somebody else 
with respect to that exchange or strategic war 
materials? We have been through it. 

Wallace is coming in at ten thirty; you are to 
be here at ten thirty. 

Do you want to know a little about it ahead or 
time? 

If I can; Lf I am ell right. Wallace is sending 
a fellow to London, and he always waits - he's 
sailing tomorrow, and the thing has to be settled, 
and now Wallace has to see me. Come in at -
let t s say ten twenty-five. 

Just a few minutes to tell you about it. 

Are you inter ested in this? 

Yes, I am. 

Who else? Oliphant ••••• 

I am, 
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Supposing you fellows come in at ten twenty-five. 
It 1s been up before the Budget, and the President's 
turned it down once . 

We have cleared this . 

That's wbat I want. Keeping up with the Jones' 
is MY job; it pays - keeping up with the Roosevelts. 
All right. o. K. 

Have you seen ••••• 

Ten twenty-five tor my own gang. 

Have you seen wbat the - the brief papers that 
were prepared in time tor that chap you met Satur­
day - the statements; I don ' t know whether you had 
seen them or whether be just told you about thea. 

He told me about them. 

All right. When they crop up again you probably 
will want to see that he •••••• 

I think so. 

I have nothing, thanks. 

I think you are putting on weight, Cy, since you 
left the Treasury. 

That ' s the wor st thing you could say to me. 

John? 

I hAve nothing this morning, llr. Secretary. 

How, John, I teel good this morning; when I picked 
up 111 Jew York Times - I never bad any doubt•, 
but - but now you heve joined the anti-D'ock Club, 
wb;y •••• I welcome you to 117 group. 

Has he juaped on me this JaOrning? 

I didn't hive 1n7 doubts, but now thlt you - well, 
I don•t know how to express it, but those whom 
Krock is againstrwhet would that be - not the 
"ltnock Club" but the "Krock Club.• 
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"The Xrock Knock Club ." 

Anti-Xrock, 

I .welcome 
election. 
Treasury, 

you. I put you in now on account or 
A big Wall Street man comes to the 

••• . but after election, look out. 

!0 

the 

He's going to throw me out right attar election. 

Oh, you have just had the wool pulled over your 
eyes. The Wall Street lamb has been sheared. 

You have anything? 

(Nods "No.") 

Wayne? 

This is a letter that I think - I suggest or 
sendi.ng to the Cuban Ambassador . This is one he 
wrote me, and this is one I t d like to send to him . 

(Reads outgoing letter . Nods "Yes.") How is 
Kr, Van Zeeland? 

He seemed to be tine . 

What's he peddling? 

He ' s on an election tour, and he is - I get -
the impression I got is that he was just talking 

• 

about international situations, monetary probabilities, 
and so on. But I didntt get anything more definite 
than that out or him. 

He ' s on the Town Hall program here . 

Is he? 

He•s coming back here in December sometime, I think. 

My Intelligence Service has informed me what he 
is really over here tor is to raise money tor 
Belgian al'l118.1Dents . That is his mission, 

Apparentl,y .. .. • (Senral tal!dng at once. ) 
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Kaybe; I didn' t hear that mentioned , but I wasn•t 
in on all or it. 

Well, I went to consi der able length to find out 
what he was doing1 and that is what I am told. 
I think we can al~ kind of watch. 

George? 

I have nothing this morning . 

(Nods to Kr . Gaston. ) 

Kr. Raymond Leslie Buell, of the Foreign Poli cy 
Association, would like you to write a letter of 
relicitation ror the occasion of their Twentieth 
Anniversary. 

Good - done - sold . Would you write a letter, 
i f it hasn' t been done, to this architect's 
wife , and I guess, include Krs. l(orgenthau in 
t hat. What's his - Krider - Klauder? The f ellow ..... 

KcReynolds : I know who it is; I don' t remember the name. 

Gaston: Klauder. 

H.U. Jr: 

Gaston: 

H.M.Jr: 

Gaston: 

H.M. Jr: 

Gaston: 

This (letter) might inter est you. It calls at­
tention to the small denomination bonds. It ' s 
an opportunity ror investment i n order to increase 
direct purchases . 

Do I have any money? 

I think Kr. Broughton probably has some money. 

Well , I ' ll look at it anyway. 

Yes. 

What else? 

There i s a letter here rrom Krs . Roosevelt about 
a man who i s in distress, a newspaperman, and I 
have taken the trouble to look up qu.ite a bit about 
him, but I don't think there is 8IlY place - Bil)'thin& 
we can do for him 1n the Treasury. 
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D.otza Didn't we tell her that? 

Gaston: Mo. 

D.otz: Is this another one? 

McReynolds : (Talking low.) •••••• 

Klotz: Oh, it•s the same thing. 

H.M.Jr: What was the one across- what is that ••• ? 

McReynolds : M - u - s - t. And I tried to lllllke out there 
was an wnttw after it. 

D.otz: Some newspaper man. 

Gaston: This is really a pathetic case; the man was 
unjustly dismissed. 

H.M.Jr: And we said "No," and when IJir, . Roosevelt, and 
Mrs. Roosevelt both got after me, I Just couldn't 
take it. 

Gaston: That is DOt this one. 

McReynolds: This was a chemist - very good qualifications. 

H.M. Jr: 

Gaston: 

H.K.Jrt 

Oliphant: 

H.K.Jr: 

Duffield: 

Gaston: 

H.M.Jr: 

Gaston: 

All right. Will you be here at ten twenty-five? 

Yes. 

(Bods to Mr . Oliphant. ) 

Rothing. 

I'd like to see you and Mac a miiiUte. 

Is it all right if I go to White House press 
conferences? I mean, when I'm tree. I've 
always enJored them. I'll go along with you 
(Mr. Gaston} if I can. 

It•s all right with me. I don't think Steve 
Early will raise anr obJection. 

Better aalt bia. 

I tbinlt you'd better ask bia. 
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.. :s 
RE PROPOSED TRADE ARRANGEUENTS I NVOLVING 
SUBSI DIZED WHEAT & STRATEGIC WAR ~TERIALSNovember 1, 1938. 

10 : 30 a.m. 
Present: 

Wallace: 

B. Ll . J-r: 

Wallace : 

lolr. Banes 
Mr. Taylor 
Mr . Oliphant 
r.lr. Gast on 
r.l r. Bell 
t&r. Baa s 
Mr . Wb.ite 
J.lr. Peopl es 
tlr . Wallace 
•r. Tapp 
t.lr . Wilcox 

I brought along Ur. Wilcox. 

Fine . At your service . 

Yes, sir. Well , I think I know very little more 
about this than you do, but Llr. Tapp and Mr. 1'11lcox 
have been working with Admiral Peoples her e , and 
I •m accept ing their Judgment that in their t a lks 
with Admiral Peoples they 've got far enough a l ong 
so i t's worthwhile f or us to hear what the pl e n may 
be, t hat is, wha t they think is worthwhile. And 
they haven't t alkea t o me about it, "nd I tbought 
it might be a good thing if we could both listen t o 
what they worked out . 

\ 

B • ..l. Jr : Ele glad to go to school on this . I mean I - I baven1 t -
I •m not prepared, I mean, so •• • • 

Walla ce : 

H . .. ~ . Jr: 

.~ullnce : 

B. IJ.Jr : 

Peoples : 

Yes; Nell , likewise . 

Who ' s going t o do it, Wilcox or Tapp? 

I r a ther suspect Admiral Peoples i s tbe best 
schoolteacher in the gr oup . 

J.ll rlght. 

\'/ell, Mr . Secretary, several recent discussions have 
been had with Mr. Wilcox and Mr . Tapp 1 s organizati on. 
Nothi ng definite has been agreed to by anybody except 
Just detai ls . Our problem has been a matter of policy 
involved, because the original idea was a sort or a 
barter or exchange proposition . And ver y r ecently the 
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Surplus Commoaities Corporation have suggested 
f or reasons of their own that it be on a sort of 
a - sell wheat to the contractor, see, and then 
turn a r ound and buy the manganese from him. Then, 
the methods of selecting the contractor ar e not 
very agreeable by any criterion; I want to see com­
petition in this thing somewhere or other . But that 
part of it is a ll up - really all up in the air, just 
under tenta tive consideration. Very simple. What we 
want to kno•. , of course, is, shall we go ahead in 
pr inciple? 

'1/ell, can somebody again .sta t e what the objective 
is? 

lilly, tnis is - the ori gin of it is tills, very 
br iefly , tnat is . I mentioned it to the President 
a t flyde Park i n ea r l y September or l a te August . 
Talking about t he whe~ t problem, he urged tha t we 
consider barter and mentioned a lot of specific 
deals from nis experience ln the Navy during the \ 
Vlar , and he t hought we ought to be able in some wa:y 
to trade whea t for varlous ma t erials of use to the 
A rillY and Na vy and of use to industry, which -
specifically, by way of example, t hi s new cor por a tion. 
He suggested that he had thrown this idea out many 
times. and nobody had done anytlling a bout it. And 
a t a subsequent meeting I asked him how it could be 
done . 

• well ,• he sai d , •get in touch with Admiral Peoples . • 

So I got in t ouch with Admira l Peoples, and here we 
a re. 

I might say, Ur . Secretary, that we contempla t ed 
a simila r pr ogram to t he one we have on our wheat 
at the present time, whereby we would borrow the 
money from t he R. F. C. for t he purchase of these 
raw materials . And our rea son f or suggesting that 
it be - two reasons for suggesting it be a simul­
t aneous purchase and sale r ather t han a straight 
bar ter one, is tog et around the ob jections of the 
State Department, which have some validity, against 
an out- and- out ba.rter deal on the part of the United 
States Government, due t o the f act t hat Ne have no 
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exchange probl em, end so on . The o ther a nd 
more important reason from our stand point is in 
order t o a void upsettine the whea t expor t markets . 
In othe r words , if we can a rra nge s pecific simul­
t aneous pur cha se t<nd s a l e t r 11nsa c t i ons involving 
particular count t•ies , then we k now where tha t 
whea t is going; 11her ens, if we sold t ne whea t 

: a 

t o the Steel Cor pora tion unde r sort of a contr ac t 
that t hey .v ere going t o buy mo.ngru1ese f or use and 
,Jut it in stor e i n tne Nevy r eserve , they might 
sel l tnc t tlheat mos t t.ny place; i t wouldn ' t neces­
sarily go t o the pl ace where t he manga nese came 
fro::~ . •·nd if .ve could mcke a specif ic simul teneous 
Jurch~se o.na sole, .1e would accomplish t ne ob j ect 
of t he bert e r trEnstc tion wi thout ac t ually e ngag i ng 
in ~ str a i ght barte r pr oposition . 

::ell , give me - g ive me any co untry, a ny commodity -
~lve me a n e xHmpl e , Tapp, wil l you? 

l•ell , t ake the Nethe r lands , f or example , on tin . 

Give me a n example . 

Take tin . ~ great por tio n o f our tin comes from the 
Netnerlands colonies . Now, if we coul d get the 
Netnerl a nd s Govern~ent t o take vur wheat or f lour , 
or bo tn, in s,•ec1f1c <,Uiint i ties o. t the s &me time 
t h· t .-.e would !'gr ee t o purcnase t in from t he lle t hcr­
lends colonies , I tni~ toa t ' s ?~rhaps as good an 
illustration as I c ould eive right off . 

Tha t woula be & good one . Br az i l en d ma nga nese would 
,Jro bably be o better one . 

uha t would tha t be? 

Brazil coul d ,>rob:. bly pr oduce addi t i ona! 11 mounts of 
manganese in two ye1< r s sufficient t o satisfy the wa r 
re<tUirements f or & s ur plus stock . They now import 
Nheat e l mos t entirely from their neighbor Ar gentine, 
a nd that wile6t tney could buy from the United States 
a nd delive r tlte mangllnese over a period of one to tlwO 
yea r s . It would b e a n excellent t hing f or them from 
!ln excn~>nge point of view . They 're badly i n need of 
f oreign exc ha nge , t. nd t ney have an unf2 vorable ba lance 

• I 
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with Argentine ; so they might be able to split 
part of their wheat purchases and satisfY partiolly 
Ar gentine . 

Well , wha t was - I mean what ' s the driVing force 
behind this? ahat are you trying to accomplish? 

~here bra two ideas . One i s t o export wheat , and 
the other to a ccumulate certain of these r eserve 
supplies and ma t eriels t hat Army and Navy and I 
believe tl ven Stat e Department feel should be 
accumulated. It ' s a dual ob jective. 

There are - about 15 million dollars worth, upproxi­
matel¥1 of ~~ng~>nese is wanted . And about 50 milli on 
dollar s wor th of tin nn<i three or f our million dollars 
worth of tungsten a nd about the same amount of 
cnromite . 

~no ' s stopping you from going ahead, Tapp? 

"ell , we were waiting on some general clearance, I 
believe . Admiral Peoples, a t our last aiscussion 
you i ndica t ed that you wanted to discuss the matter 
with the Secret ary befor e it went ahead . 

Yes . Yes. 

•le have the loan a rra!J8ed and we discussed the 
matter with Director Bell, and he discussed it wi t h 
the President, and it was my understanding that it 
was O. K. from your standpoint. 

Fro•n the standpoint of the President it is all right 
t o go uhead, proceed, if everybody is satisfied as 
t o t he l egality of the arrangement. 

On the other band, Dan, I ' m cor rect, am I not, that 
the President turned doNn a straight appropri ation for 
t he War Department to buy these supplies . 

He turned down legislation wnich would cont emplate 
that, yes - pr oposed lesislation, just two days 
before. In the past ther e have been several bills 
introduced in Congress that authorized the purchase 
over a period or two or three years of a bout a 
hundr ed million dollars of s tra tegic war mat erials. 
And on Oct ober 12 - I might say, we bad begun to get 
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reports from Army and Navy on legislation which 
t hey were going to propose in the next Congress; 
so on October 12 I put the matter up to the 
President, revea ling the history c£ the bills 
tha t luld been i ntroduced, and asked him what his 
policy was going to be in the next Congress in 
this r espect; advised him t ha t he bad held all the 
other pr oposals in conflic t with his program . He 
comes back on the next day and says it's still in 
conflict. 

ile l l , .'lhen this barter transaction came along, I 
t o.ok it up with him on Oc tober 18, and he s&id 
that we had to do something with this and he wanted 
the people interested to go ahead and try to work 
out a progr am, i f it were legal . 

Isn ' t it important in this thing, Dan - let' s say 
that t hey borrow t he money and t hey accumulate ten 
million dollars of manganese and tin. Then you ' ve 
got to get an appr opriation from the \'Jar Department 
to r eimburse tnem . 

That ' s right . 

In t he meantime the Ar my is supposed t o p&y the 
carrying cost s out of the uppr opria tion. 

No, I don ' t unders t and it t hat way . 

Get this. On tne one hand, th~ President within t he 
last two weeks has told you he ' s opposed to having 
an appropria tion go tnrough l n the budget for the 
Army to buy these supplies; but if this thing is done 
this way they ' ve got t o g et an appropriation • 

.t.ventually , yes, sir. 

o.ell, this next Congress • 

No , a s I understand the pr oposition, the Export-Import 
Bank will nol d the bag until such time as the War 
Department and the Navy want these materials. They 
will a t that time get an appropriation a.nd pay not 
only the cost of acquisition, but the carrying charges, 
in addition, over whatever period is necessary . 
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Tha t' s right. 

Let me jus t ask Herman Oliphant a question. Ber man, 
let ' s Jus t use Brazil a s an e xample. Let ' s s&)' that 
this m~thou would become ,ublic pr operty, t he way it 
should - I mean anyth1n& we•r e a party t o , and this 
ki nd of t hing; and then, i n vie·o~~ or wha t t he Germans 
have been doing, in this memorandum tha t you• ve 
written on t he ir method , does this weaken or streng­
then t he case that you 're trying to make on the 
barter arrangements they mak e, i f we in turn go 
ahead and do this t hing with Br azil? And the 
Germans er e having their troubles just now. See 
'llhat I me~sn? 

Yes . Th~s t' s pr etty ••.• 

I could say , hlr . ~ecretary, 

Just a minute . '"'o you mina , please - because we 've 
jus t confident i ally s ent a memor andum t o the St ate 
Department on the method am t echnique whi ch Germans 
ar e us ing now to do busi ness wi th us. 'lie have - we • re 
asking Mr . Hull ' s advice, because we find tha t about 
t wo-thir ds of their business is following a certain 
techni-.ue . 

\'/ell , it is distinguished f r om that type of bar t er 
involved in the German t rade, but I t hink i t does 
have some pr e tty broad impl ications. It' s moving in 
t he direction of sta t e trade ~snd a ll that sort of 
t hing . 

Our posi t ion, t.!r . Secr e t ary, has been opposed rather 
to dea l i ng with a f oreign country in t hi s deal al l 
t he way t hr ough; t hat it ' s much better to confine t he 
negotia tions t o our own American firms r egulvrly 
engaged in tne import of manganese regar dless of 
whatever country it may come from. knd as I under­
s t and, t oo, in rega r d t o this question of wheat , 
there ' s t o be no r~striction as to which country it 
should go t o . In other words, it' s better t o avoid 
any reference to c f oreign government whatever, con­
fina the thing t o among our own American deal ers. 

Yes, but this is establis h.lng en entirely separate 
t hing from trade t reaties and the most-favored-nation 

\ 
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clause and everything else . It br ings up an 
entirely new techn.lque of doing business. 

22 

How does it violate the ~ost-favored-nation clause? 

uell, t hat's •Nhat I don ' t know. 

I doub t if it does . 

It doesn't do tha t, but i t does introduce the 
subsi dy aspect of the wheat, and irre spective of 
whether you deal directly with an American corpora­
tion or not, it is i nevitable that there will be 
involved negoti at ions between t hat agent and the 
foreign goverment. 

Or some f oreign firm; t ha t • s perfectly true . 

I t hink it is inevitable . 

l•e don 't ca re where the ore comes f r om, Just so 
long a s t ha t or e conforms to certain specifica tions. 

I think that a lso it l s inevitable tha t when you 
engage in transactions or this sort probably you ' d 
be selling the wheat a l ittle more cheaply than in 
other tra nsactions . 

~/ell, aren •t you giving that nation that you're 
dealing wi til a special treatment? 

But it ' s not - i t wouldn ' t be viol ati ng the most­
favor ed-na tion clause . 

No, Mr . Secretary, I don' t tilink they are getting 
special trea t ment, because it' s ava ilable to any 
nation who has the manganese and is wil ling to t ake 
t he whea t . 

I t t hat' s so, t hat ' s one less hurdle . 

But if you're doing t hi s thing, isn' t this depre­
ciating our currency further 1n tile sense tha t we're 
using depreciated wheat instead of depreciated money? 

Nell, it's a subsidized wheat price, but of course 
we ilave already embarked on that program. 
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Subsidized wheat price by way of barte r . 

~ight be so construed . 

Well , that ' s the thing - I jus t Rent t hr ough this 
thing yes terday in connecti on with ••• 

Describe, Herman - I ' d like Secretary Wallace t o 
·know - describe t he present t echni4ue. It' s very 
lmportont, because cotton is involved, t o him . 
Two-thir ds of the pr esent business is being con­
ducted on- I' d like ..•• 

I thin-< the b.-s t wq.y to des.:ribe i t is to t oke a 
concrete tr~nsection . 

•• ill you ple~<se? 

23 

.n j e~:eler on 42d ~treet want s to buy oii>lJ , OJ\J worth 
of b.Lnocul&rs from Ge-rmany, and ne • s made up his 
mimi otow mt1ey dolla r s he wunts t o pay for them . 
He calls up a cotton merchant downtovm in VIall 
Street and says he has this amount to r emit to 
Germa..ny . '!he cotto n merchant cables to Germa ny 
and gets him a put - p-u-t - on tne a mount of 
cott on, gets a n offer on the omount of cotton 
involved . •• nen he ~;ets thh t price by c ;.ble , be 
calls tne jeweler beck a nd says, "You want so 
many dozen bales of cott o n• plus the frEcti on , 
N<.a t eve r is involved, t; nd the jeweler says , "I'll 
t ake it .• In the meantime, the cotton is a lready 
en r oute o r it may be .Ln Hamburg. And on tho t bvsis 
he becomes - the jeweler becomes the t echnical owner 
of the cotton, and when it i s sold in Ger many it is 
sold a t a hig her price if t he proceeds are used to 
pay f or t hose commodities whose export is being sub­
sidized . 

And o t present two-thirds o f the business is being 
a one in tha t way . We only found t ha t out Sa turday. 

'Ih .. t seems to me, r.l.r. Secr ett ry, a pretty good a rgu­
ment for this progr am . 

I t doesn ' t pr ove anything . 

• • 
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Not this particular technique. This is something 
new . 

They've been doing it with other countries. 

It• s slowly developed . 

24 

•here ' s so much of that sort of thing going on in 
the worl d right now with refer ence t o trade. That's 
one r eason we aren 1 t selling any wheat. 

Exactly , and what you people are talking about, if 
my b r a in gets this thing, i s : does the President 
of the United St ates want to s ay, "All right , we 1re 
beginning to edge over into tha t method of ooing 
business," or nDo we wa nt to continue to do business 
the way we are?" That ' s a terrifically important 
decision. 

He ' s t alked it with me f or months, off and on for 
several months, and I think perhaps we better go to 
him and find out whether he wants it or doesn ' t want 
it . 

~ell, I ' ve heard him say it, but I don't think- I 
mey be wrong - that he ' s gotten the significance 
of it, that once we go into t his t hing , that we 1 re 
going t o begin to do business t he way Germany, 
Italy, and J apan are doing . 

I don't think we 111 b e doing business t ha t way. 

Yes , this is the fir s t step . Now, if be wants to 
t ake it, that ' s his business , and we don 1 t come in 
it other than t o make s ure that any l aw of the 
Treasury is lived up to; t hat ' s the only place . 
Because this is something that certainly he and 
Cordell ought to see Just what they want t o do. 
Now, do we want to start doing business the sllllle 
way tbese o ther nations are doing it? 

Now we•ve got under the Tre&sury law, and under our 
responsibility as policemen - we 1 ve been making a 
study of what Japan bas been doing . I me.an - I don't 
mean along the lines of Hull ' s note, but with our 
trade . And I think it ' s terrifical ly important and 
I think t be President ought to realize that when be 
crosses this step, why , tbat •s Just the beginning of: 
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are we going t o take the direction of Ger many, 
Japan, a nd Italy? Now, if we are, I think he 
ought to do it witb his eyes wide open and ~r. 
Hull ' s eyes wide open, and yours. 

But it' s his decision. 
I •m Just a policeman. 
law. 

I wouldn' t get in on it . 
411 I do is carry out the 

You' re exactly right, Mr. Secret ary. 

What? 

You're exac tly right on t he State Department part. 

25 

If .1e want to do business t h is way 1 and tile President, 
!Jr . Hull and !lr . '1/allace wa nt t o do business in tnat 
way, t h' t direction - all 1QY r- esponsibil1 ty as 
Secret ary i~ t o s ee that the Tr-ea sury Customs l aw • •• • 

I don ' t know t o what extent the Pr esident has envis­
aged it as broad policy . I know he ' s t hought about 
it a great deal as method . 

I think he ' s thinking in t erms of t he World War, 
things he did when he wa s Assistant Secretary of 
the Navy . 

Ob yes, we bad t o do tha t . 

I do think, Mr. Secret ary, t hat you ought to keep 
in mind this fundamental fact : tha t France comes 
along and sells so many millions of bushels of wheat 
t o ~ngland; Rumania comes along and sells so many 
millions of bushels of whea t to England; the con­
siaera tions ar e' not price, not particular l y the 
quality of the wheat, b ut other considerations, 
either barter considerations or paying off debts , 
various a nd sundry consider-ations, which effectively 
close us out of the transaction even on e subsidy 
basis . 

Are those transactions between natio~s as such, 
governments as such? 

Several of t hem a re, yes . 
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Je~se, wheat ' s only one thing, a part of this whole 
picture . I f you c ould get any other elCPorter, I 1m 
sure be could t ell you the wbole story . /md this 
is just one and all I want to do is to just bring 
this up. 

Well , my only point was • • • • 

Any other exporter is in exactly the same position. 
Your responsibility is wheat; you 1 re worried about 
selling wheat, and t ha t ' s bobbing up again. Now, 
how l'le going t o move, what directi on we going to 
move in, against this competition? But I th1nk the 
th1ng s hould be decided as a big broad Admini s tra ­
tion policy . 

hod you (••allace) kno'l: the discussion we had the 
other day at Cabinet . Now, how we going to move? 

My only point was •.•• 

olant to bring i t up tnis af t ernoon? 

I'd be mor e than wi lling , but don ' t you think your­
self it ' s t oo big for us to settle it? I feel 
that way. 

«ell , I' d assumed that the President had al r eady 
settled it in his own mind . Just going on that 
assumpt i on. 

I aon •t think be bas . 

~on • t think be r eal ly has ; I aoubt it. 

I don ' t think he ' s thought of its significance . I 
think he ' a toinking in terms of the World War, the 
things t hat he had to do in order tog et mat erial, 
build guns r or the Navy, so rortb and so on. And 
t ne picture is quite different. 

He nasn• t thought of it as state trade on a subsi­
dizeu ba rter basis . 

I• m s ure be basn• t , because be' s t alked t o me about 
this - what he calls his three-cornered trade, for 
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a number of times, bad I wouldn't be so conscious 
of it if I just hadn't sent t his memorandum over to 
~r. Hull yesterday , wnich - of course, it' s very 
secret, but I 1 ve &SAed nis ~dvice on it, bringing 
hLA up to uate as t o t he mos t recent me t hod Germany 
is using t o do business wtth us . 

:Ju tter of very g rea t signi ficance t o Secre t ary 
Hull r 11 r .lght . 

As I soy , bef or e I di d anything , r •ve asked Mr . 
Hull t o advise me on it . 

!.!r . Secret tt ry, tnere ar e certc.in points we might 
mention here in your cons i der a tions l\'hich may consti­
tute ' s ufficient dif ference , if you wish t o move 
aneka .ln this Aind of a rrangement. There a r e no 
bloc~ed bbl~nces , no depreciatEa currencies . The 
t wo cht r bc terlstics >Thich it does ha ve in COllllDOn­
subsiu.lz-.t.lon of whec t , wlli~:h b&s a lready been 
o;mbc rKo~u upon ~>S a policy, c nd arra ngement s between 
countr ies th< t "','ie 1ll buy tna t if you buy this . " 
I t ht•:> t,n,.t .ln common, but it lacks the other two . 
So if .:>ne l'ler e seekins for c basis f or pr ocedure, 
you ml&ht go on tno; basis of the f ac t tha t it i s 
different in tnese t wo important aspects : th~< t it 
l acks blocAed bal ances •••. 

But it ' s the first step, Harry . 

~uite so . 

,\ould you a gr ee , Berry, tn~t tnis would be 1· correct 
descript.l.on of it : proposed t o pr oceed on the bttsis 
of s t vte t rLding on ~ subsidi~ed ba rter 'btts1s? 

It c~r thinly h!IS the >.spects of tha t. Can ' t be 
denied it ' s t he first step . 

I t doesn ' t necessarily uean sweE-ping a ll the way . 
Jus t hnve a problem with r egard t o & par ticular 
commodity . Of course, ther e is the question whether 
or not it would spread . 

I t hns the addi t ional f ac t or t ha t wha t you 1r e wanting 
is adoi tionnl stocks; you ' re not us ing the ususl 
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cur rent consumpt ion, b ut this is some stor nge goods 
tha t you' re piling up . So it diffe r s somewha t i n 
thu t respect , t hough not t g r eat deal , fr om wha t 
gene r olly has b een done . 

This • ••• 

The other t h i ng - m~y I Jus t say one t hing - can 
you hold your thought a minute - which I want to 
b ring to t he President ' s a t tent ion: he has told me, 
he has told Bell, that he will no t fuvor the 
appr 011rio t1on of Hny tnoney to the War Dep&r tmen t 
t o store these so- ca llea str~tegic war mP ter ials . 
And he ' s told y ~u (Bel l) that , he t o l d me tha t. I ' m 
in f l vor 'lf th&t , I Rllnt yo u t .:> understa nd . I 110 i n 
f~vor - I tnir~ the h&r ueptrto~nt shoula na ve a 
su;ply or tin, mang&nese, wiln tEiV.!r they .vant . I ' m 
s trongly in f t.vvr o f tn!i t . I •u glad ly recorl!llend a n 
a;.,lr oprib tion of 25 million dollars . I mean o n tha t 
end , I ' m for th&t . 

I/ e l l , IJ;'lpu r ently he •d lllce to do it this r o ute a nd 
not the o ther route . 

Dut "'hen ne gets t b.r ough the Arr::ry 1 s got t o jlty for 
t nis thing . He ScYS ne .1on1 t do t ha t . He ' s LIJ iiinst ­
wb.t.t he sLys he ' s hgolnst , ::.nd you (Bell) tell me 1f 
I 1m rignt - ne •s ag~:.inst tne h r ,,y g e t ting any money 
t o s t ort. s tr>:tegic w~>r materials . 

de was against this legislt tion autb.oriz!ng th~ t, yes . 

iihlch I think is less importa n t than t h e other thi ng . 

.omne of t hese mater ials would b e sold commerci ally 
in timt of .va r . :.fight not necessa r lly be sold 
tnrough the 'Uar Depa rtment . 

!I ell, I guess th ere ' s nothing fur t ner to . • • • 

.?ould y.:>u bring 1 t up? 

"11 rigllt . I s uspect i t• s of enough genernl interest 
to b rins 1t up in f ull CL>binet meeting . Or should we 
h~ve b s peclnl meeting? 

I t hinlc b r ing i t up i n Cabinet . Wo n ' t ge t e chance 
otnerwise . 

•, 
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Eello . 

:!r. !lacdonn l d. 

O.K. 

G<l ahead . 

Good ::~orning , :!r. Secret~>ry . 

uello Ste,..art . . 

29 

:1oveober .1 , 19~8. 
10:33 a. c . 

Say, I Juct r ecPtved notice t hat ! ' o expected to 
be a t t he Whi te Eoue e at 11 : ~5 ~it~ :!r . Lo~ber.t 
pnd Daaer. 

Yes . 

Ap:;~frent~· on th l c u•~e t'11n:: . 

~ell, I jus t ~ot t he notice . 

Di d yocl - oh you know 1'1.1 el:>?ut it then? 

rr'-> , I don • t Jtno'l'l n deemed thing ebout 1 t . 

Well , ! d i dn ' t wtn t t o go unlesc I chec ked with 
you . 

?o;:suse - wente<l you t o lmor: t hat - rhA.t "as bt>in~ 
eone her e end th1~ ~e,.tlng res called r!thout QY 
rt>queet. 

'7ell it ' l' cl'l ll'd vl~hout my ree>.uest, I eon 't k.r.ow 
< thing ebout l t. 

V'ell then ! expec t we ' d jus t better g<:> then . 

Yes , but I j us t f elt I v·c c be1n!l kind of high 
pre ~eurod . 

qmm , ~ell I d1~ too , so therP you a r e. I Jus t 
rented you t o ~tnOI" t hl>t I had nothing to do w1 t h 
lt . 

•vell, I ' o \•ery glad you called me e.nd - you and 
me both. 
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Yes . Well - I un~erot~nd this 1s a double poet­
~onement r~r a me~tlng thPt ~Po - took plnoe a~ 
P.:rde P!lrk some time ago. 

Well , I 'm - I thou!fht - well I' m glad you calle" 
me . 

As a mat t er or f~ot it ' s damne~ inconveni ent for 
me becau~e I- it upeet & my entire appl ecert ' ae 
i w~s EuppoPed to lenve hDr e nt eleven o ' clock 
thls M:>rnln£. 

All right, ?1~ ~Pn . 

E!•.1t I ' ll ~"'''f' to go ~ ·1e t t~e £e.ce . 

R1Fllt. 

JO 
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TREASURY DEPARTMENT ~34 

••n :Ro~r 1, 19S8 

TO Seoretarr Morgentbau 

Mr. Tqlor 

Colonel !'ucha, the Pel'llrtan delegate , called todq to e:z:plain that ba 

bad reported ilL greet detail the connraation wl11ch he had bad with Mr. Lochhead 

' 
and 11e to hie Preddant, and that ilL spite ot the tact that ba talt ba lla4 

been qnite e:z:pllcit, that tba President ba4 aeke4 him to ratlll'D to L1.a tor 

t he purpose ot discuniiLg tba s1tuat1011 ilL greater detail batore proo"41na 

further with acy connrsaUona, Colonel !'ucha a:z:plained that ho had lett 

an ortendod M1110rand1111 on the whole queation ot silnr, the poaaiblo attitude 

ot hi a Oonrmaent , atcahre, with the Pel'llrtan All))aeaador hera ilL WaahiiLgtoa 

so that · the Perurtan All))asaador would be ilL a position to continua ooanraationa 

it tba President 110 deairod. 

I got the 8trong illlpreaaion that Colonel ruche was enthusiastic about 

tho posa1b111 t7 ot moneta17 oooperetion and the utilization ot ather ilL the 

PeX'UTian credit and monatarr structure. Ba lett ... a copy ot an article 

on silftr wbioh he had written 111 Ootober, 1932. Ba aga1IL repeated tba 

r~lc wbich ba ude earlier, to the ettect that he waa ilL tact a bi­

utallat. I e:z:pleinad to him that our 01111 Oonrn.ent progra and the type 

ot cooperation wbioh wa bad diacuaH4 did not actuall:r qnallt,- u pure 

bi-Mta11•, but did anTiaap tba uae or ailftr tor CUl'ftl107 backing. 

I tiWilt 1t ia llkel,- that w will hear 110ra troa the Parurtan Qoyern­

Mnt attar Oolonel J'aeha hU returned and gone oftr tbe po .. ib111Uaa with 

hie OOT&~IIt . Be 11L41oate4 that s-diata stepe Jliaht 110t be tort)l(!cw!DC, 

but that U tile pneral atruotar. wra clarUiod, it would be0.poJ.•ible to 

bl1114 cn4uall:r to aooo.pllah tba 4 .. 1rad and. ~ • 

" 

' 
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f'II"TY·f'IVE WAL.L. STREET 

NEW YORK 

llo..-ber l, 1938. 

Ben 1a tbe t1Dal draft ot ay speech tor 

to-ni&bt. .U 70u will aM, I ban c~ 1t qv.ite 

aateriAU;r. 

I greatl;r appNoiatedbotb TOW" ~·• 

and 70ur eugaat1on. . 

Sincerel:r 70ura, 

BoDOrable Benr:r llorpntbau, Jr., 
S.cNtar;r ot tba 'l'reaeur:r, 
llaa~n, D. C. 

IIIIB.B 

' 
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Address by~. RandolPh Burgess , Vice CPai~an of Tbe National City 
Bank, at the ' 'orld Trade Dinner of tho !Ia tional Foreign Trade Coun­
cil , l!ov8!1ll-er 1 , 19~. 

TRADE CHANGBS AND MONBTARY POLICY 

On thi s t~enty-tifth anniversary of t he National Foreign 

Trade Council it seems appropriate to look back briefly over tho 

record of ~a Past twenty- five years in ~orld Trade. the best 

measure of what has happened is probably to be found in severa l 

studies by the League of Nations and others shoWing the changes in 

trade , not in dollars or sterl2ng or francs , but in volume , as if 

measured in bushels and pounds . These s tudies agree in showing that 

~ith the outbreak of t he v•orld ""ar in 1914 the volume of goods moving 

between countries fell off raPidly desPite war activities . After 

the war and depression of 1921 , t here was a vigorous r ecovery, so 

that by 1929 trade had risen to a volume be tween 20 and 30 per cent •, 

higher than in 1913 . Then the depression of the early ' 30s checked 

the rise and carried the volume slightly below 1913. Recovery began 

i n 1932 hut the 1938 figures are still far short of 1929 , In fact 

to-day tre net result of the past qua rter century is a trade increase 

of avout 10 per cent, only a fraction of t~e incr ease in the pre­

vious quarter century. 

Ho~ has the United States fared in this period? In 1913 

our trade was about 10 per cent of tho world total; by 1929 our 

proporti on had risen to about 14 per cent . The succeeding depres­

sion has been more severe in t~is country than elsewhere, and bas 

las ted longer, so that our proportion of trade has shrunk again to 

about 11 per cent. Thus , for the whole period from 1913 our trade 

has increased a 11 ttle more than for the ''"Orld as a ~hole. Tho 

countries Which have lost most relatively are the five countries 

most intima tely involved in the ~orld War , EnSland , Prance , Germany, 
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The first conclusion which those figur es sugges t is clear-

ly, "don't havo wars." From whatever point of view one studies 

this period of history it fairlv screams that lesson, So far , un­

haopily, we have not boon able to do much about it. 

A s econd lesson from the period will perhaps be moro 

obvi ous from data for prices at which trade has been carried on. 

This has , ·or course , bee n a period of extraordinary price distur ­

bances , and tho currencies of many countrie s have been depreci a ted 

40 to 50 per cont or more , But in spite of all these disturbances , 

and in spite of the pr esumed inflationary effects of depr eciation 

of currencies , prices i n dollars or pounds of the principal commod­

ities moving in world trade show as many decrease s as increase s from 

twenty- f i ve years ago . For 
6f) 

and • cents t o- day, cotton 

example , wheat sold for 86 cents in 1913 , 
1· . 

was 14 cents , and now is 81? ; • cents , 

wool was 23 1/2 cents , and now is 26 1/2 cents, copper was 17 cents , 

and now i s 11 1/4 cents, rubber was 73 cents , and now is 17 cents , 

sugar was 3 1/2 cents , and now is ~ cents , coffee was 10 3/4 cents , 

and now is 5 3/4 cents . 

A price average for those commodities which dominate world 

trade is now at about the same l evel as in 1913, measured either in 

dollars or in pounds sterling. Even since the s econd series of de­

valuations beginning in 1931, when tho forces of r ecovery have been 

added to mone t ary forces , the price rise in commodities of world 

trade has beon surprisingly small. 

These fac t s suggest t ho r eflection that currency depre ­

c iation has not yet r e sulted i n the incr eases in prices nor trade 

advantages which many expected , Since the doctrine of price intla• 

tion and trade adjustment through currency depreciation waa eo Regraded Uclassified
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ardently taught and wi dely accepted, it is perhaps worth examining 

the mechanism a moment to see why it did not perform as advertised, 

It was supposed to operate in t~o ways . First , through the rela­

tionshi ps between tho devaluing country and other countries . Vlhen 

a currency depreciates prices of exports and imoor ts tend to rise , 

measured in that currency. To the extent that prices of exports 

ar e kept down the country gains a competitive advantage in world 

markets . But here is the rub - that more than one country can play 

at this game , indeed are forced to play since depreciation of any 

principal currency place s enormous pressure , both economic and 

psychological , on other currencies . If several important countries 

have all depreciated by an equivalent amount, these influences on 

prices and trade cance l or more than cancel each other . This is ~ 

exactly what happened in recent years , and in addition the whole 

process accentuated the atmosphere of uncertainty and fear which 

other political and economic events have generated. In this atmos ­

phere the "hot money" of the world has flowed from market to market 

like a loose cannon on the deck of a boat . Only the speculator 

benefits. The sor~of trade competition created by currency depre­

c iat ion, plus the erratic movements of capital , have been a prin­

cipal cause of the erection of trade barri ers , or barter arrangements , 

of quotas, prohibitive tariffs and exchange controls. 

When some of my e conomist friends discuss intriguing plans 

for flexible currencies as mechanisms for i nternational adjustments, 

I think of Gelett Burgess's little verse which ~companied his per­

spective drawing of a cart with elliptical wheels. 

"Remarkable truly is art! 
See - elliptical wheels on a cart! 
It looks very fair 
In the picture up there , 
But imagine the ride when you start~ Regraded Uclassified
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we have all been taken on just auch a ~ide, 

Aside from the relationships between countries , the ot~r 
way in which a currency depreciation mi!ht be expected to raise 
prices and stimulate trade 1s through an increase 1n the money value 
ot gold reserves which may bring about oaey money and credit expan-
a ion. 

gold 

that 

The depreciations or recent yoars have certainly increased 
reservesJ the world monetary gold stock has ~·n quadrupled, 

~19'1J ot the Unit6d States increased over six timesA. We have had 
easy money and credit a xpans i on, But something has been lacking. 
The credit has not been put to active uae . Tho increase in produc-
tion and trade 

Hare 

has_ bee~ disappointing. 

th-;;"7stha pi oturo or the quarter century, a war 
shocked period, a disappointing growth in trade, ourrenoy depreci a­
tion apparently acting more as depressant than as stimulant , only 
s partial recovery, What's to be done about itT 

The general answer is that a revival or enterprise\ is noe­
essary. It we may rely upon past experience the huge gpld reserves 
ot this and other countries are a vast reservoir or unused power. 
Huge bank deposits which the mi llions or depositors prefer to leave 
relatively i dle , represent potential expansion of business and 
prices . In tho power or this money a giant lies asleep. He can only 
be aroused and put to work by enterprise , by the wtllingnees or bank 
depositors to use their deposits to build buildings, to manufacture 
goods, to take risks , and by tho wtllingn.,ss of enterprisers to b or­
row. When this happens we shall have full recovery. When that time 
comes the power now lying j.dle 1e so vaet that it -Y be hard to con­
trol, But 1n the meantime our pr oblell here and eveJ"TTI'here ia to put 
mon and money to work. 

The list or barr1era te enterprtaa, national and inter-
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national , politica l and economic , is a long one , but in the specific 

field of f oreign trade , there are at least two obvious handicaps 

to enterprise ~hi ch nro impressed upon anyone who has contacts in 

the field . One of these i s t he instability of cur rencies. Vis i tor 

after visitor ural ift aud asks the question , "What about the dollar, 

will it be devalued further?" "What about s t erling and t he franc?" 

Cal-les come frotn the Far East, from Soutll Am'lr i ca , from J;;urope ask­

ing the same question. In t hi s a t~osphere of uncertaint y , enter­

prise cannot g? forward freely . An exchange risk added to oth er risks 

discourages undertaking s , pr events planning by business, holds back 

trade , keens money idle . 

Wi thout raising the ~estion Whether curr~nov depreciation 

by the United States ves necessarv , I think we would all agree that 

two important steps toward t he solution of the problem of unstab le ---- - --
currencies have heen taken by t his countr y under the leadership of ---our Secreta~ of the Treasury. The first is the steadfast adherence 

to a fiYed gold ~alue for the dollar for now nearly five years . --maintenance of this sfngle ~a-value hvs unquestionably lessened 

the confusion and disorder among currencies and faci l itated trade . -It has also enhanced t he prestige of- the dollar in the money markets 

ef the world. 

The second step ha s been ~e negotiation a nd continuance of 

the Tripartite Agreement wtich has place<i a checlr upon competitive 

devaluations , aided i n the avo1dance of arbitrary and erratic exchange 

movemen t s , a nd above all , promoted a fuller mutual unders t anding he­

tween the participAnts. 

Lool<ing ahead it se6!!1s clear that a f ur ther r 'lvi val of 

enterprise , and a furthe r expansion of world trade, Will be greatly 

aided ·~en fears about the futur e value of the dol lar can ba Regraded Uclassified
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definitely se t at rest , and when other major currenci os can be 

stabilized in a suitable r elation to tho ~ollar . Tho main problem, 

romombering too breakdown or too first oost-war stabilization, 

is to be sure that the princinal currencies are stabilized in a r c ­

lationahio which under the impact of many economi c forces may have 

tho bost possible nrospect of permanence. Unhappily, we do not know 

and cannot com~uto with any cer tainty what that r e lationshi p should 

bo . ~e do ~ow, however , t h a t the posi t ion of tho United St ates ever 

since tho war has boon very strong; that the balance of payments has 

t ended to be heavily in our favor. 

Discussions of this subject are confused by t he use or 

words. We use the torm "favorable balance or trade ," to moan an 

excess of export s. But unde r present circumstances the most favor­

able development for tho UniteCI Statos would be one in which , with an 

expanding total trade , our i mpor t s of foreign goods would gain rela­

tive to our exports. 

That would place many foreign countri es which owe us money 

in o position to s e rvice their debts . It would helo to open up again 

tho extension of credits in less fUlly developed countri es , It would 

fncil1tate the developmon t of trade r elations w1 th South America . 

Tho farmer in particular will benefit from such a pr ogram, for larger 

imoorts at reasonable prices improve his standard of l ifo as well a s 

widen tho market for his expor t s , Paradoxi cal a s it may seem the 

boat way to 1ncroaae our exports is by 1noroas1ng our imports . Cer­

tainly a situation 1n which we continuo to draw funds so heavily from 

all ovor tho world is not a healthy one oi thor for us or for others • 

The aPPlication to monetary policy is , of course, that we should think 

of the problem of stabil i zation n ot as a competitive struggle with 

other countries f or markets, but a11 an effort to fi ni a position Regraded Uclassified
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livable for all , under which total trade may b o largely increased , 

The noxt step towards this objoctivo is far from clear a.nd 

I have no formula to offer . Consideration should bo given , however, 

to the possibility that at tbl appropri ate time a solution might be 

r oached most promptly by our stabilizing definitely, as the country 

in the strongest position, and letting other countries adjust to us . 
· .p._ 

Such an action might exert tm strongest possible ~for sta-

bilization by others , for I suspect tho poopl os of many countries 

arc getting a l1ttlo f ed up with unstable money. 

It is worth r emembering that in the experience of this 

country rap id rocovory in busine ss followed immediately the rosump-

t i on of specie payment i n 1879 , and the defeat at the polls of the •, 

Bryan "funny money" plan 1n 1896 , !lor e broadly, the r e cord is clear 

that the ora of tho most rapid growth in production and trade , and 

in the standard of living the world has ever soen was tho century 

from the Napoleoni c VIars to tho World War , a century of currency 

stability , J:;;,~~tA.nations wer e forced at times to suspend specie 

payments, but/ the epld value of their currencies was maintained , 

In t ho r eest1bl1shmont of lll.ch a mechanism for trade this country 

has 11 great r espons ibility end a great opportunity of which it has 

nlroady shown i t s awareness. 

Besides currency instability a se cond major obst acle to 

the expansion of world trade is trado ba.rriers . Currency devaluati on 

is a Wholesal e er ection of trade barriers . Import and export duties , 

quotas , nnd. barter arrangements aro kindred weapons of a retail sort • 

Wor ld trado is now divided between those countri es that trade with 

somo measure of freedom and those in which trade is in the slavery 

of barter, Trade cannot prosper half alavo and half free . Regraded Uclassified
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confusion one r easonable and persuasive voice has been heard; the 

voice of our Secret ary of State . Patiently and persistently he has 

pled for a reduction ot trade barriers and he has imPlemented his 

pleas with the nractical mechanism of the trade agreement . That 

sacr~d fetish , the tariff, has ' been taken cut of the realm of log 

rolling and the control of selfish pressure groups into a clearer 

a~osphere, and progress is being made not in spectacular ways but 

following biblical injunction, "precept upon prec'ept , line upon line·, 

here o. 11 ttle and thera a 11 ttle." 

In these two ways, in a movement toward monetary stability 

and in a gradual lowering of other barriers to trade , we have been 

making nrogress toward a freer world trade in which enterprise may 

find •rays to e:><change between countries a larger volume ot goode for, 

the satisfaction of the desires of the people . But the goal is not 

yet achieved , and the responsibility for action r ests not on govern­

ments alone , for they can move only with the support of their noople. 

At that point arises the opnortunitv for this and li'~e organiutions 

to inform the people and to press for those distant o~jectives which 

are in the general public interest. 

Regraded Uclassified



To: 

From: 

November 1, 1938 

The Secretary 

lU.es Lon1ganttJ, 

Attached ie a memorandum on 

'Distribution or Surplus Commodities 

to One-Third or a Netion• , following 

my memorandum or October 29, on a 

possible Urban Security Administration. 
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PINWID!' PROGIWI 
roR 

DI8fRIBU!'IOM or SURPLUS OOKMODI!'IIS 
!'0 

OR !'BIRD or A MA'l'IO• 

The neWl7 euggea~ed progr .. of ~be Depar~ .. n~ 

ot Agrioul~ure propoeee wider d1a~ribu~ion of agri­

cul~ural couod1tiee to ~he lower ~hird ot ~he nation, 

who now do not haYe a share 1n the abundance that can 

be produced in the United 8tatea. 

The obJeot1Ye is ~o Yer7 desirable that it ia ia­

portant to eltUI1ne oaretull7 the best •eans to a ttain 

that end. 

The propoaal of the Department ot Agriculture ia 

espeoiall7 hopeful in that i t otters the beginning ot 

a program t or d1stribu~ion ot wealth in oomaodities, 

instead ot •one7 wealth , and is in that sense on a YerJ 

eound baais. 

The Depart.ent hae suggeeted ~wo •eans tor distri­

buti on ot agricultural surpluaes, wider distribution 

through relief channels, and use ct a two-price srate• 

to giYe lower prices to those in need. 

ENCOURAGEMEll!' OF DEPEJIDEIICY 

The first •ethod proposed, that ot d1atribution 

through relief ohannels, haa two weaknaaeea . •ot all 

ot the need7 haYe aooeas to &D7 relief or WPA aid. 
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fo dietribute eurplue coamoditiee through relief 

and WPA channel• would, therefore, h&~e the ettect ot 

gi~ing a eecond benefit, oo .. oditiee , to thoee alread7 

in receipt ot caeh benetita, and to deny the second bene­

tit to those who are unemployed but not on reliet, and to 

workers who are struggling precariously to support thea­

eel~ee and their f amilies in low-paid work. 

EXCLUSION OF THE SELF- SUPPORTING 

The "lowest third1 ot the population ie made up ot 

many needy groupe not in receipt ot Federal or local aid. 

It includes the unemployed not on relief or WPA, the 

Irregularly employed, those eliiJ)loyed at ~ery low wages 

in both urban and rural areas, the eick, and the halt­

eick who usually tall between rellet and WPA. It 1a ~ery 

important to make clear the large numbere o( the "lowest 

third1 who are untouched by anY exieting welfare machinery. 

To denY commodities t o all those other groupe ie to put a 

premium on dependency, to draw more and more families onto 

dependence on go~ernment, and otten (as in Hew York City) 

to make ot dependent tam111ee pri~ileged claeaee, with a 

statue tar abo~e thoee worltere who are trying to support 

themeel~e• and their tamiliee. The most extreme ex&~~~ple 

ot this ie the etateaent ot the o1~1 eervice worker in 

one ot the Go~ernaent department• who wae making out 

forme tor distribut1cn ot butter to rel1et taa1lies and 

who eald, 1 I can 't attord butter t or ay k1de1 , 
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An7 applioation or a •two-prioe 171tea• would not 

onl7 haYe all the eooaoaio 41aadYaataae• or &aJ' two•prioe 

171tem, but 1t would aleo haYe the eooial d.hadYantqee ot 

giYing tbe benetit or thia priY1lege to a taw, batore the 

social maob1ner)' tor aeleoting tbe reoipiante ot euob 

benefits baa been adequatel7 denlopad. 

MULTIPLE Otrl'LE'r8 J'OR COIOIODITIE8 

!here ie, howeYer, & third poelibilit7, that Ot open­

ing up new and Yaried ohannela or diatribution into tbe 

8loweat tb1rd8 , without giYing &n7 aonopol7 to thoaa now 

on reliet. 

!he need is to opsn up all channels , not onl7 reliet, 

wb1oh will permit distribution or eurplue ooaodit1as to 

the entire lower third or the population regardless or 

whether the)' are entirelJ' supported b7 GoYernaent runda 

or uneaplo)'ed, or aerelJ' liYing in an area that hal no 

reliet aaohiner,.. Kot one, but !!Bl• and Yaried, intake 

p1pea ahould be opened up, giYing aooeee to the whole or 

the lower third, without aaking reliet attraotiYe, with­

out penalizing the lower aelt-lupport1ng groupe, and 

without interter1ng with normal aeohaa1••• or trade, 

eaploTment or oon1uaption. 

!be two aoat obYioua ohannela through wh1ob to cUe­

tribute ooaoditiea tairlJ' would be to tbe 1iok and to 

the uneaplo78d not on rel let. !bat aeana new aoo1al 

prograa• tor aid to tbe 1iok poor, not on a reliet baela, 
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and tor eelt-help or other worke prograae. !hie work, 1t 

1t ie to preeerYe the worker's eenee ot reeponeibilit:r, 

aust be paid 1n a share 1n hie own production, rather than 

in GoYernment mone:r p&Jmente. 

URBAN SECURITY ADMINISTRATION 

To deYelop these Yar1ous outlets 1t is desirable to 

haYs an independent agency, which would be charged with 

the reeponeib1li ty ot opening up all poeeible channels by 

whloh more oo.modltiee could reach the poorer people ot 

the United States, in W&JS that strengthen rather than 

weaken the total economic system. The work ot thle agency 

should involYe consumer eoonomioe, urban eoonomice, and 

tull knowledge ot marketing and reliet machinery. The 

Department ot Agriculture has done splendid work in both 

urban and consumer economics but there is no reason wb7 

the Departaent should undertake the tull responsibi lity 

tor an adequate consumption prograa, and till the gape 

in our preeent procedures. This is priaaril)' an urban, 

not an agr1oul tural program, although it should not be 

l 1m1ted to urban consumption alone. 

The work ot thle agency would be similar in aany 

waye to the obJeotiYes ot the Farm Security Ada1n1etra­

t1on. Its name a1ght be the Urban Sec uri t:r A4a1n1atra­

t i on. It should tunotion in oitiea, towns and Yillages 

as the Fara Security A4a1nistration tunotione 1n the open 

country. It should haYe power to aake etud1ell, and reports, 

to aake loans and grante, and to operab its own prograas. 
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J'UNCTIONS or 'fHI UBA 

The Federal Surplus Commodities Corporation at 

present turns commodities over t o state or city rel ief 

agencies in each locality. Under the proposed plan FSOO 

would turn commodities over to the new agency which would 

designate the Federal, state and local agencies in the 

field or relief, welfare, publi c works , public health 

and selt-help, whi.ch would distribute the coamoditiee 

to 1 ts membership. 'l'he main wo r k or t he a gency would 

be development ot new outlets. 

The functions or t h is agency would in time include 

the following: 

1. Strengthening or present o utlets t or giving 

or commodities to relief groups. · 

2. Development or new outlet s tor giving of 

commodities to sick. 

3. Development of new out lets t or giving coa­

modities to consumer processing groups 

who would distribute them only in 

exchange tor work performed. (Belt­

Help Exchanges) 

II.. Equallzat1on or distribution ot commod1tiee 

ae between different regions t o prevent 

privilege. 

5· Increaes or employment in distributive 

industries. 
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The social and economic reeults or such a program 

would mean permanent raising or the lower third or the 

population,outside the f arm areas,by g1Ting t hem access 

to commodities instead or money, and making independence, 

not dependency, a condition or their geittng benetite. 

Commodity distribution on a non-relief basis, t o­

gether With housing, would put a solid foundation under 

the underprivileged groups or this country. At the same 

time it would not increase dependency, die~urb our money 

system, or encourage !ormation or vested interests in 

Government payments. 

EO 
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HZAL'l'H OOTLE'1'8 

Extension ot social machln.ery tor gi vtng commod1 ties 
to families with certain illnesses, especially tubercu­
losis, who are not otherwise in need ot rellet. 

Use or commodities tor school lunches and 1n other 
ways to improve health (without relief teste), also tor 
pre-natal clinics, day nurseries, baby health stations 
and summer playgrounds. 

Public health authorities want more rood tor fami­
lies whose illness is caused by or nrolonged by inadequate 
rood. They do not want the responsibility tor deciding on 
social policies in connection with Who ie in need, or 
whether relief techniques are constructive or demoralizing. 

WORK OU'l'LETS 

Development ot local salt-help exchanges where workers 
could bake bread, prepare lunches, make mattresses,womea' e 
and children ' s clothes, overalls. 

This might take two forms. Immediate permission 
might be given salt-help exchanges to process commodities, 
tor payment in commodities on a toll basis. Later under 
a more comprehensive plan commodities would be given to 
exchanges as a torm ot Federal contribution, to be given 
to their workers only in exchange tor work performed. 

Development ot l arger production unite, on a techni­
cal basis, t or small manufacturing and more elaborate 
processing, could also come later. This applies to pro­
duction where the output is sufficient tor more than local 
markets. 

These programs would benefit the unemployed not on 
WPA, the irregularly employed, and t hose employed but 
earning very low wages, whether in industry or agricul­
ture. These programs would be equally good tor crowded 
urban areas or Villages in Texas or Alabama. 

November 1, 19~ 
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TO 

TREASURY DEPARTMENT 

INTER OFFICE COI\oll\oiUNICAT10N 
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OATE November 2, 19J8. 

Attached 1s a memorandum prepared by ll1ss Lanigan. 
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TREASURY DEPARTMENT 

WASHINGTON 

.t.'l'oEoEBK 

Momor~ndum for Mr. MoRoynolda , 
.t.dminiatratiTo Aaoiatant t o tho S.orotary1 

The data cont ained 1n thia m010randua 11 baing au'bmittecl at 

the Sooretary' a roquoat, and relate a to tho ou.gnitudo of nola tiona 

of tho liquor lan 1n the Southern Statoa, aa 0011parod with other 

toctiona of tho country , 

By roo.aon of tho aLailarity in character of illicit diatil­

ling oporatlona. tho 11n1 t baa tor • o- u.. u oupod the fourteen 

oouthorn otatoo ln making comparioona with other aoctiona of tho 

country. Illicit d1atilling baa tlouriahod 1n thla area, t1rot, by 

roaaon of tho lar@:O percentage of low inooM population (nep-ooa, 

aharo oroppera and mill workora) , o.nd, aooond, booauoo ot t he exton­

liTe "dry" aroaa in the•• atatoo , 'l'ho otatoe that will hereafter bo 

referred to 1n thia mnoorandWI o.o tho Southern statoo inoludo .t.labeaa, 

.t.rkanao.a, Florida, Goor!:la, Kentucky, Louiaiana, Miaoiaaippi, Worth 

Carolina, South Carolina, Oklahoma, 'l'onneaaee, Toxaa , Virslnia, o.nd 

Weot Virginia, They oompriao 29,S% ot the land area of tho entire 

country, and inoludo 29, 6% ot tho population, Tho poroontage of pop­

ulation 11Ting in t erritory whore aaloa of apirituoua liquors are pro­

hibited range from 8 to 72% ot tho population in theoo atatoo, '!'hero­

foro, oonaider1ft£ tho Tt.rioua taotoro auoh aa population, aTorago in­

dirlduo.l inooM, o.nd local Uquor 1og1alation, tho 1noont1To tor 11-

lioit liquor production in thoao Southern Statoo bee boon round to be 

muoh higher than io generally true in tho oountry ao a whole, 

Bearing in mind that l ou than SO% ot tho population and land 

aroa ia located in thooo tourtoon Southern Statoo, tho followinc 

figuroa obowinc aoiauroo and arreoto durillj; tho tiaoal year ondo4 

Juno SO, 19S8, indioato the oxtont ot illicit liquor oporotion.o in 

tho region. 

Durillj; tho tiloal year onclo4 Juno SO, 19S8, 1n tho fourteen 

Southern Statoo ,...d, out ot a total of 11,407 1llio1t diatillorioe 

aoiood, 8, 950 of th• woro aoiaed in tho Southern Statoa, Tllroughout 

tba ontiro oountry du.ring thlo .... year 7, 66S,US gollona of ... h 

wore aoiao4, ot which 4,822,268 pllona - r• ooho4 1n the Southorll 
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Pap lo. 2 , 

Stat.. . In other wor«, taw iaTeetip.tin pere01111el a .. ipecl to 

t he fo\ll't"n So11thern Stat .. ••4 eei ud 18. &" of taw total -

ber of atillo .. i&e4 d..ring the fiaoal year 1938, al>l! ea.s,c of 

the total -•h ae1H4 d..riJI& the put fiaoal year, !be r eoor« ot 

the Unit indicate tha t the .. aeilurea wre effeoted with approx­

imately one-thir4 of the entor.,..ent pereonnel, A ohl.rt Mrked 

Exhibit llo. 1 ebowiAr; eUdlar ooaparieooa for t he put four fiacal 

ye are 1a attached to t hia MJDDran.clllL 

It 1a conaide,...d that -•h aahure 1a tbe beat p.11r;e of tt. 

fraud on t he revenue, md it 1a hir;hly air;niticant that .ore t han 

tour t1•• aa 0111oh aaah h eei&ed per th0111&11d poP\llation in tt. 

fourteen Sollthern Statea than ia ee1H4 elaewbere 1n the 1ln1ted 

St ates. Fllrthermore, the proportionately l arr;e JllmMr of n hioleo 

ae1aed in the•• Southern Stat •• indicate• that the production of 

illicit opiri tl in t he oollth ia not p..rely a aatter for bo• oon­

o..,.ption, aince the opirito are e Yidently intended f or t r anoport to 

citi11 both within and beyond the ooll.t'ineo of the f'ollrteen Southern 

Stat... Attention 11 called to the t aot that out of a total of 4,225 

aut omobil .. and truokl oehecl throug)lout the country during t he put 

filcal year , 2, 903 of ouoh fthicl .. wer e 11h ed in t he Southern 

Sta teo JD8ntioned, 

In order that conditlono in the Southern Stat .. •Y be 110re 

clo .. ly analy&ed, a further coaparioon hao been -de of oix of the 

Southern St&t 11 w1 th nineteen other ot at 11 r epre11ntat1Te of con­

ditione throll&)lollt other parte of the oountry. The aix Sollthern 

Sta t es .. ntiODed are .llabaaa, Georgia, Kent\lcky, M1oa1ee1ppi, T8xu, 

and. V1rr;1nia, end the ninet11n otate1 throur;hout other eeotiono of 

the country uoed in thia oo.parhon are Ari&ona, California, Colo­

rado, Connecticut , Illinoie, I owa, Mueachueette, Minneaota, 

lli .. our1 , llebruka, !lew Jeroey, lew York, lin lle:doo , North Dalcota, 

Ohio, PennaylftDia, South Dakota, Utah, and 11')'0ain6• Sei&ur11 dur­

inr; the put fiaoal year in the11 etat11 are u followe 1 

Six Sollthern 
Stat11 

l!o, of coaplete dbt1llar1eo oeiaed 1,610 

She of tar ... ntero (r;allona ) 1 , 808,000 

19 States not 
inc l wlood in the 
14 So, Stat11 

688 

1,8H,OOO 

Conaiderine the llllaber of in.,.atiptoro uo1p.H to the oix 

Solltt.rn Stat11 u coapared with theae other ninet"n otateo , the 
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llemoranchn tor Vr. llobynoldl Pt.~ Mo. ll 

t raud on the reTenue per 1Anet1g&tor ueipd -• .., ... than twioe u 

large in the lix et a t11 u in the other Dinehen et a tee, during a 

aix ..,athl pe riod . 

The record r el ating to proaeoutiou ot theoe oaeea i a aiailar 

to that preeeuted in the foregoing dat a conoerDing aeiaur• •• the 

following t abula tiODI aummari&e the importanoe ot the e ntoroement 

work in the fourteen e t atea aa 1t relate• to proaeoutioll8 1 

Totel in U Southern 
H Ul Sta t11 &I a 

u. s. Southern other peroeut ot the 

Total State a Statea u. s. total 

Pei-1001 arreat·•d 25, 867 17, 100 8, 767 66.1:( 

Prooeoutione r eoo ... nded 
(deteadauta ) 27, 982 18, U2 9, 610 67.0 

l adiotoenta (de t endanta) 21, 612 15, 279 6, 333 70, 0 

Oefendenta oonoioted 17, 907 12,&41 6,066 71.7 

A further analyah ot tho type ot oaeea •de in theae Southern 

Statee ehowa thet during the put tiloal year the ayndioated or oon• 

apiraoy type prouout1one reoo-adecl 1D theae f ourteen aouthern 

atatea conatituted 37:( of the United Statea total . The conoiotione 

1A oonepiracy cuea obtained in these ouea represented over 42:( or 

t he United State a total. 

Extenlin innatigatione are ooaduoted by apeoially trained inna• 

t i gator• of these numeroue aei auree,tor t ho purpoae or aeouring IT• 

idenoe inoriaino.tint; tho•• finanoially reapo118ible tor auoh illegal 

operationa. Many ot thee• ayndioa tea are headed by notorioua Tio • 

latora who employ or tinanae nu•roua diatillery operatora who, i n 

turn, t ake the entire output tor diltribution to the oitiea and towna 

throughoUt the aouth. 

Illll.ltrati•e ot the -p>i tucle of the operationa carried on by 

ao .... ot the ayndioatea who have been under iDTeatigatlon during the 

paat two year a, 11 a oue inTeatigated in Coon County, Tenneaaee , 

inTOlTing a ayndioate C>OIIIpoled or one a lter Shulta, -~ or a 

country atore,and twenty-two aaaooiatea . ETidenoe waa diaoloaed in 

thh oaae indicating that t'J'oa July, 1936, to January, 1937, aixteen 

illici t di atilleriee - r• operated w1 th1A a radiua ot 1·1/2 ail•• 

of Shulta• a tora, the ati lla being troa 200 to 300-gallon oapaoity, 

eaoh. theae ati ll operatora obtained 1uppl111 t'J'ca, or were !1• 

nanoed by, the atorekeeper. ETidenoe eh-d that tbl owner ot thia 

atore auppUed tblae operator• with onr l , OCO, oco lbe. ot augar, 

5, 800 lbe. or yeut , end 143,000 j ara. The jar• -re ueed u oon• 
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-ro.nd\111 tor llr. lloReyaold.o Pat;e Jlo. t 

taiDOro tor cliot ributlon to tho ille&al tru.. !heoe oporatoro were 

all indicted and OODYiote4. 

~tbor typical c aoe 1nvootir;ate4 by tbo UDit r eoulte4 1n tbo 

1n4ictment of forty .,.mbero of a oynclicated operation who JUDutaoture4 

and diotributed liquor tro= Hopewell , Vircinia, to RiohooD4, Petoro­

burg, Norfolk, and a djoining territory. !line l arge illioit clio t lller­

ieo were operated by thio ~ioate before tlwir apprehenoion aD4 in­

dictment on June 6, 1938. 

On October 15, 1938, reporto - r • ou"t>.ittod to tbo United St&tao 

Attorney• i n t he lll.ddle aD4 lflotern Judicial diotrioto ot North Cer­

olinl\ in t hroe oueo involTinp; a pprozi=at e ly 100 dotend~nto. Tbooe 

reporto oet out evidence ohowinp; the criainal aothitioo of a vaet 

moonah!De wbiokey orr;anisation headed by Daniel ll&tbio and otbooro, ot 

Wilkoo County, North Caro l i na, and vicinity . Wilkoo County io notor­

iouo tar illicit liquor violotiono, and tho principal dofiiDdantl 1n 

thlo oaoo and aa oociated oaooo are ot taailloo who have , tor oo.eral 

r;onerationo derhed their UTellhood t'Joom what 11 te,..d "blockading" , 

or runninr; wbiokey. llathio owno oneral hundred aoreo of land and 1o 

worth approxlaatoly .26,000. 

A co -def endant DUUtd Plow i n thlo o aeo, ln a period ot throe 

oontbo , tbo evi4o1101 diooloooo, puroha8ed 7,920 ga llono of wbiokey troa 

tho abo.e or~isation, While another co-oonopirator named Wil li..- pur­

chaeod and diotributed orer 3000 "'llona of moonobine wbiokoy. Tbo ev­

idence ohowo that tbooe two wholoealero purohaood from the ll&thio or­

ganization ln one ,_aro• t iM at lout 44,000 r;allona ot illloit Whio­

key, which reproeento a fraud on tho rennue ot approxl-tel;r t &o, OOO 

per yeer. In tbo locale ot tbooe Wilkoo County c&aeo, tbo evidence clio­

ol oooo that 179 illicit cliotilloriu wore ool&ed troa Jenuaey, 1936, to 

September, 1938. Th1rty-t1vo ot the oo- oonopiratoro were arreoted at 

one tiM, while de1ivorlnr; wbol .. alo quantltleo of liquor to Govern­

ment oftiooro worklnr; 1n an UD!erco.e r capacity, 

Anotbor ocmapiracy ouo wu ll!v .. tlr;ated 1n tho weotorn part ot 

Virgi nia ln an extremely mountainoua oeotlon only a t ow miloo oouth ot 

Ro&liOko, whore ono would anUM that only lllnor rtolatlona ot the liquor 

lno llir;ht ooour, and tbo ortdenco dloolooed lndioated thtt 1n .......__ 

ber, 1937, Jla llartin, an old and porolotont viola tor, and Jamoo c . 

Trail, &DOther notorlouo obar&Ot or, tonMd a partnorobip wbooreby they 

would oot up and operata a larr;e ~r of dlotillorieo 1n Pral>klin 

County, Vlrr;inia. Tbooe .,.n contacted tho operator ot a ••11 country 

otore tor aatorialo with Which to oonatruot thtir lllloit plant o. llot 

haTing outrlolont tun4o with which to tin&liOe oporatlona ot the aar;­

nitudo plannoc!, they oont&Oted o"'" Ruooell Cana4y, ot tbo tira ot Canady 

A Si .. , who bave lone boon notoriouo tor ti....,oln& dletlllery oporationa 

and fllrnllbing rn material• therefor. 

57 
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llo1110r&Ddum tor llr. lloReywlcla Pap lfo. 6. 

Thro~ thio oontact arran~ ... nto woro .. do tor the neooooary 
raw materialo and fiye-~allon oano for thooo lar~o ooalo oporationo. 
Ouring an oi~t 110nth period Canady cl SS... ouppl1o4 thia orp nhation 
with onr :1,000, 000 lbo. ot au~ and Mal t.nd otbor raw •tor1alo 
u .. d 1n tho ...,uraoturo ot whiako;y, aDd 2liii, OOO ti .... -pllon oano woro 
purobued thro~ thia t1,.,. aDd ohippod troa 'llbaolinf:, West Vir~•. 
tor uao in tho diatribution ot tho illicit pr oduct. Ourinf: tho in­
voati~ation ot thia oaaa it waa dot orained t hat tho i llicit diatil­
larieo wore operated UDder a vor;y olooo protootiva o;yot .. , in that 
all of tho pooplo in that looali t;y aldo4 in warDing tho oporatoro ot 
tho proaonco of Federal ot£1ooro. To illuat rat o tbo onormouo tr~ud 
on tho rovenuo b;y thia o;yndioat o, it will bo oaen that oonoidoring 
that these tivo-~allon oano wer e onl;y t1llo4 onoo with i llicit l i quor, 
there would be involTOd a total ot 1, 196,000 gallono of nontaxpaid 
apirito, or a traud ot 82, 3900 000, at tho Federal tax r ato pr..,ailiiiC 
at that tU.. 

Furtbor Uluotrationo ot oo• ot tbo larger opore.tiono whioh 
hove boon UDder imootir;ation in tho t ourtoon Solltborn Stateo durinf: 
the put two ;yoara aro ohown in tho attached -r&Dda. 

It ia obviouo, troa t ho aboTO taoto, that while thoro aro 
numerouo amall diotillor;y operatoro in tho mountainous eoctiono throu~­
out the Southern Statoa, a large DWDber ot thoeo operatoro are hired 
or financed b;y groupo ot notoriouo violatoro who turnioh t he oupplioa, 
automobile• and aat ariala, and that the total fraud on tho ravonuo in 
t ho Southern Sta toa liatod can beat bo reduood b)' a atoad;y, oonaiatont, 
at t iciont ontoroo .. nt program. 

Stewart Berkahira , 
Doput;y Coaaioaionn. 

• ' 
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TREASURY DEPARTMENT 

WASHINGTON 

.\T:D::m. 

c .... o.~ 

W1.ll1 .. H. IU.lla end twr .-hera ot hie t..U7 

wera t1llano1allJ r .. pona1ble tor the erection Ul4 

operaUoo ot • nllllber ot eteem-bo1ler IIOOilllhbe cUe­

t1ller1ea 1D Beautort and Dluha Cowltl .. , llorth 

C&rollne, troll J'c'ller,., 1~, until lla)', 1938. 'Die 

IIOODIIII1Da whleke7 MDutactured b7 thia poup ... tree­

ported troa the 41at1llar1 .. b7 truou and au">110b1lea 

to Dlubaa, &ere 1 t ... ratailed to booUac cuat-ra 

ot tbe riDC· Approz:iaatal7 ',1100 slaM Juce, 40 ,ooo 
pounde ot eucar, barl•7 IIIIJ.t, and r,oe, and erteral 

hundre4 tooe ot ooke were pur oha .. d b7 IUlb UDder 

t1ot1t1oue n ... a . 

~ln oodetcdanh 1D thie oaee ware tried and 

OODT1cted 1D hderal court, Mlddle D1etr1ct ot !forth 

Carolina, on chars .. ot ocmept:rac7 to det:raud the 

11D1 ted Stat .. ot re~.nue oo 41at1.lled ep1r1 h. Attar 

a ti...-4&7 cou.rt ~ battle the7 deolded "> entar 

pleae ot cuJ.l t,. and wre MDtenced 011 Sept .tier so, 

19M!, to & total Of U )"&&r& t S IIODtha, 2 d&J'& 1~~prlloa.­

-Dt, and tiDed t1o,ooo. J'lldp J'ohll- Ba7•• 1D peealnc 

Mnt&Dce eald, "The eTidcoe 41ecloee4 tzoa the wltu .. 

etand 1D thie caM 110Ul4 Juetlt7 • 1D 1DcarceraUnc TOll 

tor the reet ot 70\lr D&tural line.• 

co 

' 
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TREASURY DEPARTMENT 

WASH INGTON 

October 29, 1938. 

AT:EX:BL 

Cue No. ~598-M 

IIII.Jia codefendant. wre conn cte4 at Atlanta, Georgia, 
Oc~obar 18, 1938, on charpa ot -eplracy to datftud tha 
11nHad Statu ot rennua ca diatlllad ap1r1 te by tba 
oparettca ot 1111c1t d1at1llar1 .. 1JI Cherokee &lld a.noor 
COUilUaa, Georgia, ~ .1u1y, 1~6, to May, 1938, and ware 
H ntenoed to a total ot ah: yean, tan -the, tour d~ 
ialpriao~~~~ent, and tour yean probattOD. 

This oe .. concerce tbe act1Y1t1aa ot a well-organized 
group beaded b:r .1obn Henry Berdi.JI, owner ot exteneln trecte 
ot land in Cherokee and Bertelli Count! .. , Georsia , and who 
tlnanoed and directed tbe oparetiona ot numerous illicit 
.,.,ablna aUlla in tba lfortbam Diatrict ot Georgia. 

The andance diaclo•• tbet tbia orpnizatlOG operated 
alene illicit aUlla with w>jm• oapaoity ot 300 g&llana, 
and durlu8 tba lite ot tba oonepiraoy t here was •ized up 
to 6,000 &&llona ot ••b at aacb t1t tba• atUla, together 
with larp quanUUae t1t .ooaehi.Jia whieltey; total •ah 
Hizuru -..-mte4 t o ::12,300 &&110118• The a't'idanca further 
diaclo•• that one ot the traneportare alone handle4 9 ,000 
&&llona ot non tax-paid whiakey wi thi.JI a r .. JICID.the. Snare.l 
Yahic laa ware aeized in t h la oparattOG. 

arp 

Gl .. 
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TREASURY DEPARTMENT 

WASHINGTON 

Ooto'ber 29, 1938, 

AT:E[:HL 

Caae Ro, 15570-M 

'l'hia oaM r.la~u to tile cr1lii1Dal acthi Uea of 
aD 1Uio1 t wllian:r d1atr1butin8 r1n8 headed bJ Prenk 
Brock who operated a Dwobar of illicit diatillar1•• 
1D ea.deD ""d OlJDD eounu .. , Oeorpa. 'l'llh orsani­
zatiOD aold oD aD &Tara&• ot ~ gallou or JDOODehi.De 
whhke:r wee~ ""d had appro:zilllatel:r 157 ouatca.ra. 
Senrel of ita Tab.iol .. tr....eportiD.g tb.e illicit 
product and a Dumber of diatilleriea were aeizad dur­
iDS the life Of the OOD&pir&CJ, 193~. 

Six codeteDd&Dia, 1Dcludill& the priDolpel, ware 
coDTicted October 11, 1938, iA ,_derel court at BruAewiek , 
Southam Dhtrict of Oaorci•• OD the charge of eOAapireo:r 
to defraud the VDlted Stat .. of HT&Du& OIL distilled 
eplri ta ud were .. Dt&Dced to eerTe a total or lot :reara 
Ulpriaoa.,t. Brook, the priDclpal , •• e&Dt&Dcad to tour 

:re&ra• 

erp 
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TREASURY DEPARTMENT 

WASHINGTON 

October 29, 19:18, 

A1':!:I:BL 

Ceee 5341-.M 

Tbia oaae conoerna an Atlanta major moonlhine whieke:y 

llll.llutacturlll& and d1etribut1q rlll& directed b:y B)']'OD Shaw, 

C.orgia lottery kiD&, who obt ained h1a output tZ.. • ull:llbar 

ot distilleries seized in the Mld4le and Northern 1ud1o1al 

D1etr1cte ot Oeorsta 1D 1~37, Be built up a larp d1e­

tr1but1D& orpnizat1011 aDd with a t 1aet ot Zl. Yehicl .. 

tranaported aJ17 thoueande ot sallODa ot D<*lhr-pa1d whian:r. 

Durin& t he pertect1on ot the oa .. a Dumber ot Yehiclea and 

coneiderable quantitiee ot .oGRah1De wh1ake:y ware eeized. 

'l'he aYidence d1acloeed that t he whiet.:y bua1Deea ot 

Shaw and h1a a .. ociat .. er- eo repidl:r that they ware aoon 

.. ui.D& approlliatel :r 1 ,000 pllODa ot nontar-pe.id distilled 

spirit• per da:r, eo that i t bee- nec .. ear:y tor th .. to 

seek add1 t10Dal eourcee ot wpp1:r• The eYidanae turthar d1a­

cloaed t hat one ot the dieUlleri .. oper.ted b:y Jf.aCullousb, 

a cooonapiretor, produced about ~ p11one ot whian:r par 

da;r, which wee purohaeed b;r Shaw tor d1etr1but1on to the 

i llicU trade. Six codete~~danh 1D th1e oaM were ocnrtcted 

011 llaroh 1, 19:18, t he principal, Sb-, ..... ntanoed to 

tift :raan illpriao-t. 

erp 
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TREASURY DEPARTMENT 

WASHINGTON 

O''tc:COf' 
,Mi$~00'<0 M IHTl,.HAL ftEVUfU( 

Ootobar 89, 1938 • 

.u':E:I:BL 

Case No. ~741 

Thia caM ooncama the cr1111Dal. op.rw.tlona ot a 
well-eotreDch&d -•111na wll1al<ay .... uracturiD& 
SJDdicate ha&dad by t he Poole brotharw., •rclluta, or 
lloupmont, Borth Carolilla, wb.o 'ftr& tl.IIIIDCiallJ 
roaponaibla tor tha araction and operation ot approzi­
aately 21 ataea-op.rw.tad 11UcU dhUllar1 .. 1D Dlahaa, 
Granrllla, ud OraDca Countiaa, Borth Ca.rclina. Poole • a 
Clanaral Store 1n Duz'bul Oouaty, Korth Carclln&, na uaa4 
u headque.rtara tor tha ~l.lta e.nd tbroup which hU&a 
quanti tlea ot ..... lllllter1ala uaad 1D tha IIIAI111r&cturo or 
i llicit wll1akay ware purchaead. 

Sixt..., codatende.nta wra conrlctad at Durha&, ll,C, , 
on Sept.-bar 29, l9S80 011 cllarpa or conapirw.c:r t o de­
fraud tlla Ooftl'DIItnt ot hna 011 diatUlad apir1ta durl.lt& 
1~. Sentaneaa ot 1lllpr18011Mnt accreptin& 16 ,.. ...... 
9 11011tha, 8 de,:ra, and 4. :rean probated aantancaa 'ftra 
!Jipoaad, topthar with tln&e in tha .... ot neoo. 

arp 
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TREASURY DEPARTMENT 

WASHINGTON 

Ootober 29, 11138. 

AT: U:HL 

Cue No . S222-li 

On S.pteaber 28, 193?, twenty-nine pereone were 
1Dd1etad at Sbelby, Western lud1c1al D1atr 1ct ot Nortb 
Carolina, on tbe obarge ot eODepiraoy to defraud tbe 
CloTernment ot tu .. on d1et1llad ep1r1te. Tb1a 1ll1e1t 
whlakey diatr1but1Dg cc:ab1DatiOD operated 1D lllecklen­
burg and Burke Counties, Nortb Cazol1na, troa Much, 
1936-3?. Tbe 110onab1De liquor waa treneported to 
Charlotte and T1c1n1ty tor del1Tery to retail ouatomera 
ot tbe r1Dg. Tbe oOIIIbine waa beaded by Norl<ett and 
Dnia who aet out to build a large wholesale trade 1D 
tbe illicit liquor bua1Deea. 

Tbe ertdenoe dleoloaea that tNe lanuary, 193? , to 
IIIey, 193?, a period ot tin 110ntha a lone , thie group 
bandled approziaately 10,000 gallons ot nontax-peid 
whlakey. 

erp 
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Op,.rPtor: 
~~>rr)• D. 
\7h1 te : 

.. ,, 
~·Jr : 

.....-'Jr: 

rr::Jr : 

,,, . .. 
~:: . .rr: 

'7 : 

": :Jr: 

tt:Jr: 
~ . . 
~·Jr : 

..,, 

Hello. 

!Jr . \f'nite . 

Yea . 

Harry? 

Yes . 

., ,. 

'love::bE'r 1, 19:!8 . 
11::!5 a.c . 

On this wor~ that I ' m doing, on t b1e eo- called 
fiscal c~~~ ttee. 

I •·ant t? o' • ten you i.o yrork. on the ··.tr • t !.on of 
;;)l~c;', es t";>arPtt" from £tet1et1cs, 'see? 

Yes . And any t h1ns th~t ~. Rummel l r.ants, why 
yo•.t cPn hE'l p hlm , will you? 

All right . 

That ' e a g~nPrnl p~l !.cy nbout or.ner shi p , ee~? 

~11 right , c!.r. ~e • s her e ln my offi ce now, 
Rumoell. ::~ty I J unt say a word before you shut 
~o~n , about ~nothPr mat~er? 

Yes . 

Some =ore f1gurec hrve come 1n on the trede with 
Ger !!leny . 

Yes . 

And it ' s ~oe e ible thot 1t mav be closer to s ixty 
per cent than two- thirds , so· if you mention 1 t 
to the President -

I ' 11 sey over halt . 

Over half . Bet~een half and t~o-thirds . 

o: K • 

All right. 

ill right. 

ss 

\ 
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BlUr: 

Operator : 

Rlo!Jr: 

0 : 

H. llerle 
Cochran: 

HI!Jr: 

C: 

BW'r: 

C: 

HMJ'r : 

C: 

HIJJr : 

C: 

Hli.Jr: 

C: 

m•.Jr : 

C: 

Ht:Jr: 

C: 

HIAJr : 

C: 

H~IJr : 

Hello . 

llr . Cochran. 

All right. 

Go ahead. 

Hello . 

Yes . 

Yr . Secretary . 

-

Tuesday 
November 1, 1938 
3: 54 p .ta. 

I was just put ting a c aJ.l Jn for you. 

I s that so? 

Yes . 

I want t o let :you know that Marchandeau is out -
t hat !.IJni ster of Finance. 

That was on the Ticker here. 

I didn ' t know whether 1t1d gotten across on the 
Ticker or not. 

Yes. 

And you have i t that Paul Reynaud i s taking his 
place? 

That 1 s right . 

And ~archandeau goes in as Uinister of Justice . 

Yes . We have that. 

Yes . 

On the Ticker . 

I di dn ' t know whether it had gotten across or not -
i t took a l i ttle while to get the call through. 

Well, I •a glad you called me. 

\ 
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C: 

RKJr : 

C: 

HIIJr: 

C: 

1!1~Jr: 

C: 

C: 

Hl4Jr: 

C: 

H~.Tr: 

C: 

BII.Jr: 

C: 

BIIJ'r: 

C: 

HI&Jr: 

C: 

Hli.Trz 

- 2 -

Yea. 

lfow, ah - what do you know? 

Well , the- the r eason he ' s out i s b ecause 
he put up a pr oposi t i on !or exchange control . 

Who did? 

Jlarchandeau. 

Oh. And that 1 s wh;y he ' s out? 

That 1 s DIY underst and 1ng . 

I see. 

And I - I got this pretty s traight - that the,y 
bad a long meeting Saturday afternoon and then 
another llondq a!ter - ah - Monday forenoon 
which lasted until 3 o ' clock yesterday . 

Yes, 

Then they adJourned Just before t he Cabinet 
meet ing whi ch t ook place at f i ve, you see . 

Yes. 

And he put up his proposition which involved 
exchange contr ol. 

Who did? 

68 

And that • s not :In the press yet - 1t 1 s not on the 
Ticker, but ther e was some gossi p that that was the -

Wai t a minute . Who put up - who put up the pr o­
pos i tion? 

Marcbandeau. 

Well , does Karchandeau want exchange control ? 

- wanted exchange control, 

What ' a t h at? 

Yea , a ir. 

Oh, he d i d want i t? 
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C: 

c: 
HJ.IJr: 

C: 

l!UJ'r: 

C: 

f!IIJr : 

C: 

IJJ.IJr : 

Operator: 

HMJ'r: 

0 : 

HllJr: 
Outsi de 
Oper ator : 

Hlo!Jr: 

o.o. : 
HIIJr : 

0 : 0 .: 

IJKJ'r : 

o.o.: 
BJIJr: 

- 3 -

Yes. 

And he 1 s out because - he wanted it? 

Because the top man would not accept it. 

I see. 

Now that - that's the s t ory I have early this 
week but I don ' t think there can be any ques tion 
about it 

Uh huh. 

And when the -

C9 

Now, wait a minute. Wait a minute. I can't hear you. 

- (fades out) 

Wait a minute. 

Operator. 

I can' t hear him- I can't hear. 

All right. I'll get you a better connection . 

(Short pause} 

Bello. 

Be~lo, Secretary Morgenthau? 

Yes . 

Ah - Mr. Cochran again . Go ahead, please. 

Bello. 

Just -

Hello. 

Be~lo . 

Just a second . 

I s th i s going through Paris or through London? 

• 
~ 

Regraded Uclassified



HMJr: 

0 .o. : 
R&!Jr : 

o.o.: 
HI!Jr : 

0 .o.: 

RI&Jr : 

o.o.: 

0 .o. : 
Cochran: 

RIIJr : 

C: 

liiiJr: 

C: 

RYJr : 

C: 

BliJr: 

C: 

(Short pause) 

Bello . 

- 4 -

I'm sorry . Just a moment. 

Listen, is t his - is t h i s the French phone or i s 
i t com.:lng through London? 

It ' s coming from t he French. 

70 

Well, I - a t the beg :Inning I heard it perfectly . 

Yes . Well, jus t a moment. l:le was coming over 
all r1ght. - I was getting him all r 1ght. 

Well t hen be suddenly f aded out . 

Well it must have f aded from your end. Just a 
moment, sir. 

(Long pause) 

Yes , I think you ' re all right . We •ll t ry h im again. 

Fine. 

Bello. 

Bello , Mr. Secretary . 

Yes. 

Ah - you understood what I said, that it is ~ 
confidential information that he has proposed 
exchange control. 

Yes. 

That it bas been opposed by technicians from the 
pick of France, and so on. And tha t the president 
of the cabinet h1mself bad objected to i t . 

Who bad ob j ected? 

Yes . 

!hQ ob j ected? 

• 1 
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C: 

HJIJr: 

C: 

IDIJ'r: 

C1 

!l.w.J'r: 

C: 

BMJr: 

c: 
RWJr: 

C: 

BIIJr: 

C: 

BJ&.Jr: 

C: 

IUIJr: 

C: 

BIIJr : 

- 5 -

Ah - Daladier . 

Oh. I see. 

, 
; 

That he did not approve it . 

I see . 

11 

And so this man is resignj,ng and Reynaud going in. 

Yes. Well now~ what I don ' t understand - ah -
the United Press l ast night, oh at 5:51 carried 
a s tory that the French were asking our permission 
to put on exchange control. See? 

Last ni&ht? - Yes. 

At 5:51 Washington time. 

I s that so? 

Yes. And then this afternoon the Ullited Press 
again carries the story - it says tha t ah - that 
the ah - that they've consulted with us and the 
indications are that Washington 1 s reply has been 
received. 

Really? 

What? 

Is that so? 

But the story l ast night and the story 1n all of 
this morning ' s papers was that the French were 
consulting us to get our approval of exchange 
control. 

I - I've been hoae all day - I haven't been in 
t ouch with 8JITthing yet. 

Well, there's nothing here either - we haveD1t 
receiYed anything - the State Depart.-nt has hlld 
no cables. 

lo. Ro. 

And the P'rench Embassy hae had nothing. 
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C: 

!IJIJr: 

c: 
Hli.Tr: 

c: 
HIIJr: 

C: 

RIIJr : 

C: 

• 
H!JJr : 

C: 

R!.'Jr: 

C: 

RMJr: 

C: 

HMJr : 

C: 

BIIJr: 

C: 

liUJr: 

- 6 -

I see. 

So ah - but the United Press has Just been 
plugging this thing along all the time -

I s ee. 

- that ah - that we're being consulted about everything . 

I see. 

And I Just thought I'd tell t hat to you. 

Yes . Absolutely. Ho, I haven't seen a 
press man - I 1ve been here at the house. 

Ri st was here from Stockholm to see me -
Uh hub. 

And stayed all day with us - he and his wife. 
They had lunch with us and visited all after­noon. 

But the information that you have i s that 
Marchandeau want ed exchange control? 

That ' s right. Yes. 

And couldn' t get it? 

Hello. 

Bello. 

That llarchandeau wanted exchange control and 
could not get it? 

Yes , that - that 1 s DIY unders tanding.• 

I see. Wall, ~ tell you what we ' ll do - I ' l l 
have a cable made up of what the Uni ted Press 
has been carrying here and shoot 1t over to you . 

I' m sorry - that does not come through. 

Yt'hat? 

I didn't get that. 

I will have a cable made up or what the Oni ted 
Preas has been carrying. 

72 

Regraded Uclassified



, 

C: 

BJIJr: 

C: 

B.IIJr: 

C: 

HI&Jr : 

C: 

BliJr : 

C: 

81/.Jr: 

C; 

HI&Jr: 

C: 

BI&Jr: 

C: 

BI&Jr: 

C: 

IIM.Tr: 

C: 

HIIJr 1 

C: 

BJIJr: 

- 7-

Good. 

And send it to you. 

All r4ht . 

See? 

Yes. 

So that you have it. 

73 

Yes . Do you want me to cable this tonight - what 
I'm t ellinc you? 

What ' s that? 

Do you want a cable from me toni&ht? 

I don't hear you. 

I say do you want me to cable you what I've said 
tonight? 

No . 

No? 

Ah - oh the morning ill tiJDe enough. 

Oh. I - I' ll see what I can get 1n the morning 
t oo. 

But I'll have a cable made up of what the United 
Press has been carrying . 

AU right. 

So that you can have that. 

All r4ht. 

Well, thank you. 

All right. I ' ve beard from the llinistry of 
Finance that Reynaud baa not been in touch with you. 

All right. 
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C1 

BJIJr: 

C: 

BMJr: 

C: 

- 8 -

o. It, 

All r ight, s ir, 

Goodnight. 

Goodnight . 

., ,. 
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B!I.Tr : 
Henry 
Wallace: 

HIIJr: 

IIIIJr 1 

B!I.Tr: 

W: 

RUJr: 

W: 

BKJ'r : 

1'1: 

HIIJr : 

W: 

BIIJr: 

W: 

BIIJr: 

Bello. 

Bello, Henry . 

Yes. 

Tuesd.,-
Noveaber 1, 1938 
4:12 p.m. 

Can you talk for a minute or two? 

Wb,y not? 

·' 

Fine. This matter which I mentioned briefly on balance payments - I th ink we ought to look into carefully some t 1me; I don • t/when i s the best time to do it . know 
Yes . 

Ah - because - ah - I'm fearful 1f that thing continues i t ' s going to put such a pressure on t he currenc i es - the foreign currencies - t he value of the pound and so on in terms of dollar s t hat sooner or later they ' r e going t o break pr etty wide open and it ' s going to hsve r ather serious r epercussi ons on f a rm product prices and other export pri ces for that matter. 

75 

Well, supposing r ight after election we take it up. 
Yes , I t hink i t would be best to wait until after election. And if you ' re interested at tha t time why we ' d - I thought we might get some of our 
Sure . I 1m very much interested . 

- one of our f olks to talk with - well , with White about i t or somebody like that. 

I ' m very much interest ed. We'll have the first aeeting and we'll start them off. 

That ' 11 be grand. All right . When you - when y ou feel the time i s right why let me know and I ' ll run around. 

Thank you, Henry. 

All r i .ght , sir. 

Ooodb:ye. 
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lolMil oall.ed a\ lOtiO a,a. lo bad bee awq tor a "* 
on naaUoo aad thaa ll~locr\e41 ho ao1d, to koop ua pono4 oo bla 

dollar poa1Uoa 11b1oh na ••1'7 llMrl7 tloo,ooo,ooo lbon tor torn~'« 

dalini'J' duo t o _, oporaUooa (bariDc apo\ ad ••'""I tona.J'C 
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1n w ppon ot tho nor11111 oarrcq. l hoao tonU"d OOiltnna won 

becinllinl t o aanro 1ft &boa' two •-*•J bo would ln •• latow tlbnhor 

tb t~r deoldod to oncd thla tonal'« poatt1o11 or OOYV tt 'II)' ·-• ot 

10ld ealoa, 

lbo dollar aarlln had been Quiet ot ldo ba' OD balaaoo 

he had -t1ftuo4 to aall. (tz,ooo,ooo todq) , t horo ••• en aadon.o 

ot woak!loaa 1ft RV11ftl at111 duo p10babl7 to ' he ICVal doalro to 

• 1•t out or llli'Opo. !hen na 110 tM11111 ot antl•c• 1ft ~claD at 

au, bowwor, thiftla • .,.. b~1!11l1!1· to hko a little olMI'OI' ••• 

now, !be 111'1Uib Oo•-ct •oa 4noJWillo4 to •-* -• aon of • 

••r•••t wUb 00,.11117 aad oo tho out-• of thoao ottona tho 

tuturo -ld depend •o a •01'7 lU'IO .nc•• •-11b1lo \be ta•o 

•u alouded, At tho .. o ttao \bat \lao 11'1Uib Oo•-ct na 

t 171n1 to ooao to ,.,.. with Bttl•, tho 11'1Uib pabllo na ol•n.U, 

for a pollq of aaial to \tao •..-.a. ~!all eituoU• llMOIMI'llT 

Plaoo4 tho ll'lthh eo.-ct 1a a ,....., ,.uti•• liMn at- bo 

-· eb8ftCa .r oplai• e- t1u1r bad taana .. •• the •m•• praa&t 
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Oo'lar.•t poUq wbJ.tb aq OeoH -· alb ..... l-*11a \!la 

b.,, oea -'4 bopa t•r ••• tor ~· •uar to rwa1D neeq a\ atlod 

\be praaaa\ le•al• 

Be OODUII1la4 \0 fHl \bat \!la 110n 41tf11Dl\ podUoe Wll 

1A J'raDae. o.l.acSttr'a 4Hreea ~• prol!al!l7 'II• taaad OD J'l't~ •r 

law~ et ~·-* aacl aaeol'41al to all ...-ra tb-.r pi'OII!aad te 

be prnv .r.a.S.W\11. IUra •-• to M a IOIIP1ata .,Ut ta \be 
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ullioua to ratata the ltl!tral poa1UOD ot the llacStoal pan:r. th• 

would turtb.ar cleYal11a \he ,..._o aa4 write up the pl4 of the Bllllk ot 

ill-•• hDUOD to 'lll'tdca \he liP IID4 bopa tor bnter 
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turtb.er 4apraotaUOD. It GOb-.• ooetrol na 4H14acl upoa \ba 

queaUOD of tb.a tl'tplftlh aclern•-., ~• ._. Iicht M the 

t oreti'Otlt. OlD tba wtlola \he ,.UUMl al\uaUOD 1D J'riiDII ... 

crubl1Dc. 'fhara -. ...-ra to tba etfM \hat U.. na colllc • 

rntn. It be 414• \he loot.Un pan, w1114 ..Ut la '-• !ban 

110 do11'11\ that haatb oplaiOD •• 4etlllltal7 &Sf hltoe •• te 

ao._u, u laakacl Uo!aln laaclal'lbt.P •' u4 ll•• laacl 

an.., '117 \alii: ot Mpft' pq •• tboftft' ........ ••-a117 b.a •• 
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..-u•nel. 

u •• tbo .u14 pi'O\eblJ -• tona.M wl\h a eowpaoatee •• 1111.._ 

vlU•••I11 lte UU.w en. he dwaUOD 1JI h••• •• ••dill • 
u4ll'OUI'I'e\ ot wea1me11 1JI the wboh of IIINPI• !be nra\.,le 

po11U oD ot .. 1aa4 •• a '-4 •• "-•• &e app_,... \o be t•1a\e4. . . 
! he Oo•enaa•'• uollJia\lOD \o aue 11p wUh o~n_, lllch\ \e4 \o 

01111e a b .... lh \1\,._ .. laat •4 lreea. llhtUDI 1\ all \oafth• 
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r.,arte ~ • .-\1'01 ner toreip boi'I'OWiDc 1JI ..,ue unne, thiCJ' 

"re 1D a nde ot tahu....- 1JI tha\ all .ua.,oea 111aleb hat aln .. 

ha4 bee nt .... a.•• ~~ et.-nae••• U wal4a'\ hne lt.., cat•• 
tatr tor t;he JonltD J~Nft10D8 .At'ftiOl')' co..t"H \o hl"ll I'IIID 

••'" ID -..... ta tada pll'U.alu ..... A• tar •• t he -••at• 
..z.~. 

, ot the • beertlt .. nerllJia _,woe •• ...., .. , he •••noot r... 

t he ~"" \ha\ \hta had al....., ... \Me eon ot. 

I N4e ..r-ae w \he Ara..U.e 11• •~aUT p1_ .. · 

t o r 1an hae ftiela aeeoi'Uq \o la\an npotta •• .. ala ••• 

DIIOthUOD -· \o ~· tatoaa\lOD aMaSa .. liiJ D8 ill IDDe \o \be 

atten ~•• .,117 • IJ' ~ et •• ..uu , ....... wal4 •• 1 u•'" 
1D\o nu1s.a, •• ...... 1\oa ••• a lht1ar ...... atOD taw 
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nerUaa .. , .uu •"• eoaatdenU•• •• bed lleud ao\blaa n .u. 
Bolton replied• ba\ ~4. Of -I'M• 'llo •n tba IU4 \e \Me \heM 

4ollal'l O'ftl'o 

I ntol'l'e4 \o \be U'\lelo 1a \ho Loa• ftau• of Ono'ller a 

tbiab 111111•ne4 \bat -• of tho no.\ 1014 &l,.a\a ,_ J.oada • 

... !ortt •n be•o 'II- .... llr aa.el •o•Ml• •• •* .. teleUiar tho 

lrUhh oun•• ttpna had aow ..,._ pu'lllle... llol'-l u••• tatu 

10 ba\ ra\ba' tel\ Ula\ \ho teaole arUele .. , a 111eaa. 

Regraded Uclassified



I REB 

SEcrEtary of State, 

Washington. 

1272 , NovembEr 1, 6 P• m. 

PLAIN 

London 

Dattd Novcmbtr 1 , 1938 

Rtc ' d 4:42 P• m. 

FOR TREASURY FROM BUTTERWORTH, 

AskEd in th£ HousE of Commons this a.ftErnoon for an 

84 

assurancE that thE long tErm monEtary policy outlinEd in 

thE Ottawa monEtary rEport of 1932 would not bE altErEd 

without ExhaustivE inquiry thE ChancEllor of thE ExEohtquEr 

rEpliEd: "No alteration such as is suggEstEd in thE 

quEstion is contEmplatEd; thE question thtrtfort doEs not 

ThE PrimE Minister announcEd that a "comprEhEnsivE 

stat EmEnt" on "dEfEnsE" wil l not bE madE until Early in 

t h t n.w sEssion of ParliamEnt which btgins Novcmbtr 8 . 

Ht did indicatE in thE coursE of a gEntral spEEch that thE 

total cost of rEarmamEnt would bE "grEattr than wE cen-

t cmplatcd" , 

Tht volumE of trading in thE forEign cxchangE markEt 

continuEs small and i n fact activity throughout thE city 

rtmains at a low lEVElo ThE dollar optntd bid at 4.75 1/2 
and 
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2-#1272 , Prom London, Nov, l , 6p, m, 

and moved gradually to 4, 75 at which point the Bri t i sh 

authorities 1nadc a d tttrm1ntd and successful stand, 

Sinc e then the rate has fluctuated around 4, 75 l/4 , The 

Briti sh fund suppliEd most or the 369 bars at gold fixing 
' 

at l46s 3 l/2d, The franc has been steady and relatively 

idlE and the forward rates really represent nominal quota­

t i ons , But there has been an increase of rumors regarding 

devaluation so much so that this afternoon Holland became 

a strong sellEr of gold coi n on the assumption that salEs 

by Frmch holders would depress the price after any such 
deval uation, 

From several sourc es I bear that the British tax 

authori ties art becoming mort active presumably to ensure 

both promptness or payment and the maximum ret urn from 

Existing taxation. Since the majority of t he i ncome tax 

payments fall due i n the last quarter of the f i scal year 

ending March 31 the British Treasury can increase payments 

considerably by prodding taxpayers so that payment is 

made in the fiscal year , 

KENNEDY 
CSB 
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With ld.Ddol' 1'11&1'111. 

81DO.l'Ol.7t 

ll'. 1. llol'lo c..n., 
.&aon ... •'belq, 
Part•, Praoe. 
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AMO!BASSY 

PARIS (FRANCE) 

825 

TELEGRAM SENT 

PLAIN 

NovEmbEr 1 , 1938. 

6 P• m. 

FOR COCHRAN FROM TP.E SECRETARY OF THE TREASURY, 

Following dispatches apptartd htrt on UnitEd Press 

NEWS S Erv1c E: 

87 

QUOTE October 31 1 5 :26 P• rn . Paris -- The GovernmEnt 

decided tonight to ask Washington ' s advicE and approval of 

thE monEtary aspEcts of its recovEry program ~EforE i ts 

final adoption. 

An authoritativE source said the Cabinet dtcidtd to 

hold up further discussions until 5 p . m., tomorrow, pend­

ing Washi ngton ' s reply, 

OnE group of CabinEt mi nisters who consider the monEtary 

question thE crux of thE rEcovery program, proposed to 

dEcrEE regulations si~lar to thE prohibiti on by thE 

United Statts in 1933 of private gold holdings, regulating 

foreign Exchange transactions , credit transfers and 

currency exports abroad, 

This 

' 
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2-#825 , To Par1s, Nov, l , 6p , m, 

This group contEndEd that such regulations will not 

contravene the tripartit e monetary agrtrmtnt among France, 

Britain and thE UnitEd Statts , inasmuch as it was rmployEd 

by thE United Statts and is not intended to control 

Exchanges but to prEvEnt furthEr capital f l ights and 

force hoarders to disgorgE their gold. ~~QUOTE 

QUOTE October 31 , 5 :51 p, m, Paris - - ThE GovernmEnt 

dtcidtd to ask Washington whether tht United Statts would 

consi dEr such regulations on France ' s part as incompatiblE 

with thE tripartite agrEtmtnt , 

If such measures arc htld by Washington to bt incom­

patiblE with the thrtt- powrr accord, the United Statts 

was asked to consider modification of thE agrtcntnt to 

pErmit the rEgulations , 

The Oovtrnmtnt was understood to have dtcidtd to 

makE clcar, in its communi cation to Washi ngton, that 

France has no intention of i mposing foreign EXchange con­

trol but urgently requires somt means to forcE hoardtrs to 

surrEnder about 20, ooo, ooo, ooo or 30, ooo, ooo,ooo francs 

in gold, prEvent fUrther Exports of capital and gain firm 

control of the franc ' s par ity. UNQUOTE 
QUOTE NovembEr 

ea 
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QUOTE November 1 , 2 :27 p . m. Paris - - ThE Cabinet 

held an important meeting tonight to considEr stern 

economic and financial measures which it plans for 
was 

rEcovEr y, Washington/ consulted on how thE mEasur Es 

would fit i n with t h e Par is- London-Washington monEtary 

Equal i zation agreemEnt , Befort the CabinEt met , PremiEr 

Edouar d Daladitr confErred at l ength with Paul Marchandtau, 

Finance : Iinist tr , and Georges Bonn et , Foreign l.linistcr, 

indicating that Washington ' s rEply probably had bEEn 

rEC EiVEd , 

ThE mEE t ing was considered s o important that Bonnet 

l eft his sick b Ed to attmd it , IDIQUOTE 

QUOTE November 1 , 3 :36 p, m. Paris - - After thE Cabi­

net meeting , Reynaud announced : SUBQUOTE I am assuming 

direct i on of thE financE mi nistry, I will procEEd to 

study thE situation. All the projects which arE ready 

must thus bt reviewed, 

SUBQUOTE I expect to bt ready in about fivE days , 

and therEfore early next weEk a new Cabinet mEEting will 

discuss my projEcts , END SUBQUOTE END QUOTE 

QUOTE 

Regraded Uclassified



REB 

4-#825 , To Paris , Nov . l, 6 P• m. 

QUOTE Novonbtr 1 , 4:26 P• m. Paris REynaud said 

that hE would not rEsort to dEValuation of thE ~anc . HE 

said hE hopEd to havt his financial proposals rtady for a 

CabinEt mEEting nExt monday. 

~0 

SUBQUOTE ThE confidEnCE of thE PrEmiEr brought mE to 

thE financE minist.ry END SUBQUOTE, h£ said. SUBQUOTE I 

accEptEd in tht spirit of all FrEnchmEn of today -- EVEryonE 

must sErvE . My first task will bt to Establish a balanCE 

shEEt of thE Economic and financi al situation. 

SUSQUOTE ThErE was a timE whEn thE quEsti on of dEvalua­

tion was pos Ed bEcausE our pr icEs wErE too high i n r Elation 

to forEign pricts . Today I say that tim£ no longEr Exists . 

SUBQUOTE Tht rEcovEry problon is not monEtary but 

Economic and financial . n."D SUBQUOTE END QUOTE. 

EA : HF : EB 

HULL 
(HF) 
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P.I.RAPHRABI OF TILinlWI RIOIIVED 

FROll: .t.11erioan lmbasay, Pari a , France 

Il.f.TE: IJOY•ber a, 1938, 9 a.m. 

IJO.; 1848 

FROil COCHRAN . 

91 

I ha•e to report, in confirmation of my conTersation 

by telephone with the Secretary of the Treasury, that 

after the meeting of the Cabinet yeeterday llarchandeau 

resigned and was given the posi'Uon of ll1n1ster of Juatioe. 

Paul Reynaud beoaae Minister of J'inance; he had formerly 

been llinieter of Justice. The Secretary of the Treaeury1 e 

telegram to me of November 1 (Department ' s 835) gi•ee the 

pertinent parte of Reynaud' s statement to the Paris preu , 

which was principally to the effect that he doee not think 

it neoeeaary to devalue the franc any further . Be asked 

for fiTs daye in which to prepare his program, and stated 
of recoTery 

that the problea/is an economic and financial problem rather 

than a monetary one. In this morning' s newspaper& it 1a 

indicated that the Finance Kin1ster• s part of the reoon­

struoticn plan of Dal&dier is considered the keyatone, and 

that before final decisions can be taken in the economic 

field and othera, Reynaud' s propoeale muat be awaited. 

ENll SIO'l'I OIJ on. 
WIL801J. 

:U;Lft 
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P.lRAPBRASI Of TILIGIWl RJ:OIIVID 

FROio!: Amsrio&n Embassy , Parie 

DATI: November 3, 9 a.m., 1938 

NO.: 1846 

SECTION TWO - STRICTLY OONFIDI!lTI.lL 

Important meetings were held at the lo!inistry of 

Finance of French financial experts on Saturday and on 

!.londay. These experts were definitely g1 ven lo!aroh&Meau' s 

opinion that some fol'!ll of exchange control was necessary. 

T"oey drafted on a measure envisaging exchange control &nd 

the experts adjourned only shortly before lo!arch&ndeau 

presented hie plan on lo!ond&y afternoon to the Cabinet 

meeting. As he h&a consistently dons heretofore, the 

Governor of the Bank of France let D&l&dier know that 

he opposed exoh&nge control. There was postponement of 

the decision on the monetary &nd fin&noial program until 

the Cabinet meeting of Tuesday neni.ng. There waa objec­

tion to lo!aroh&ndeau's plan at Tuesday ' s meeting and it 

was not accepted by Dal&dier . 

lo!aroh&ndeau followod. 

EA:DJW 

The resignation of 
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Section Three of Telegram Bo. 1848, November a, 9 a .m., 

1938 from .American lmbaaey, Paris. 

I understand that 14arohandeau also had in mind a scheme 

tor what would amount to a practically forced conversion 

of rentes owned by the Government. When Daladier received 

full powers, it will be recalled that he stated he would 

not use. suoh powers for forood changes or for exchange con­

trol. ·Rather than contravene Daladier 1 s pledge not to i.ssue 

decrees under h is :tull powers which would impose exchange 

control , I believe it was 14arohandsau•s plan to have the 

exchange control provisions written into a bill which would 

be considered ~ Parliament upon its reconvening. Some " 

surprise i s indicated ~ the first papers which I have 

read this morning that 14arohandeau should have suggested 

monetary or financial measures t endi ng toward those of a 

totalitarian state. It is suspected that Warohandeau, who 

was originally a Socialist before he moved north to Rheime, 

hopes to return as Finance Minister in some future Cabinet 
when 

of Socialist trend ~~t~~ he could actually impose the 

measures he is advocating now. 

EliD OJ' !aSSAGE. 

11IL80lil 

EA:DJW 
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P.t.JW>HRAU o:r TILIGJWl RIOIIVID 

J'ROI( : .Aaer1oan llllbaa8y , Pari a 

DATE: Nov11111b8r 2, 10 a.m. , 1938 

liO.: 1848 

FROK OOOIIIWf 

I entertained Governor Rootb of the 8•edieb Central. 

Bank and hie wife at lunob yesterday at~ home. 

Governor ROoth said that sinoe the Wednesday of the 

Czsob-Oerman or1e1s, hie bank had bought no dollars. Be 

told me that eome Stred.ish banks had deal.t 1n dollars einoe 

then but made a vigorous denial. of the London preu story 

that they had epeoulated therein. He eho•ed no peseS..ilm 

over the long term outlook for sterling. According to 

the Governor, both Bank of lngland and private London 

bankers with whom be had spoken are opposed to auy new 

oredit or loan to rranoe ae they felt that Freno! recovery 

must oome from France• a own efforts. Governor !looth knew 

nothing as to the baeis for the press story from Amsterdam 

that France ie negotiating for a 30,000,000 pound loan to 

be placed in the Jetherl&nde and 1n Great Britain. 

I reported 1n -.IT telegram Jo. 1730 (October 11, 9 •·•·) 

that unless eome -rlted improv11111ent ie ebown in France, 

President Trip of the Jetherland Banlt doee not tavor 

94 

further Dlltoh 'banking oredite to that oountry. I reported 

too hie unbappineee over the budgetary position of the Dutoh, 

U4 
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and I am certa in that his action &a reported bJ the preee 

of signing a pro teet, w1 th eight other prominent Dutob 

f inanciers, to the Government against ite budgetary policy 

was i nspi red by h is own belief in honest finances and a 

desire to help hie friend Premier Oolijn straighten out 

the matt er and impose & policy of a more conservative nature . 

WILSOif 

i:A:D.Tf 
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TELEGRAM SENT 

JR GRAY 

NovembEr 2 , 1938 

11 a . m. 

A'IO i>ASSY 

LC'IIDOll (ENGLAND) 

')70. 

FOR BUTTERWORTH FROM THE SECRETARY OF THE TREASURY. 

Understand referEnc e was madE last night to Prrs i d£nt 

Aoos rvtlt and Secretary Morgtnthau in broadcast transmitted 

hy a British offi c i al r adio 9 ~.m . our tim£. Pl ease 

EndEavor obtain t r anscript and cabl E text of portion 

referred t o . 

lA :liF : IIN 

HULL 
( HF) 
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PARAPBRABI OF TILJ(JWf RIOIIVKD 

mOll: .lllerican l:lllbasay, Parh, J'rance 

DATE: :IOYember 2, 1938, noon 

F.O,I 1849 

RUSH 

FROJ.I C OOHRAN , 

At a quarter of twelve I viaited at the Bank of 

France; the Governor said that ainoe Reynaud was chosen 

Finance Winister he had not seen him. Reynnud' e only 

instruction ha4 been that the French stabilization tund 

was not to permit more than a few centimes improvement 

in the franc today. The control bad already gained 

one million five hundred t housnnd pounds at the t ime 

I called, a t a rate of about 178.70•, and about two 

and a h&lf million do1lara had also been gained. 

Franca are very scarce on the Paris market, and for 

the end of the month settlement certain sales of 

foreign exchange are necessary. While I was at the 

Bank the offering of foreign exchange t o the control was 

quieting sli ghtly. As yet there is not time enough to 

anticipate bow the aarket will be affected by Reynaud's 

being IliAd& IUnister of Finance. Hie appointment hao 

in general pl•l!ed the French preee, which expects him 

to fo1low orthodox monetsry polioiea. In some quarter& it 

is anticipated that it will be necesaa:ry to aeek extension 

of the IM•be:r 15 time 1111111; fo:r epeoial deo:reea, and 

that Parliament will grant thio requeat. 

l.l:LIW ntsOI. 

9 7 
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PARAPIIUBI Or TIL~Il RIOIIVID 

rROil1 

DATI: 

RO.& 

.Aaerie&D lilll'baeey, Parle, rranoe 

Jorember 2, 1938, 2 p.a. 

1850 

COJIJ'IDINTIAL. 

98 

I refer to telegre Jo. 18•7 of !Joreaber 2, 10 a .a. , 

froa tb e IIDbauy. 

I do not think there ie any queetion about Reyneud •e 

being better equippd to handle the Finance llinietry than 

wae hie predeceeeor. When it comee ~o the tecbnical aepecte 

of financial and econoaic queetione, he ie pr obably the 

ablest man in French public life. Reynaud hae also main­

tained cloee touch with other countriee in these partic­

ular 1'1elde. 

Becauee of hie paet advocacy of a Governaent of lfaticnal 

Union including the extreme Left partiee, he hae forfeited 

to eoae extent the confidence of ccneerTatiTe claaeee here 

it 1a true; a contributing factor 1a the belief that 

he, t ogether with llandel , wae at the head of the small 

•war party• in the Cabinet during the recent crieie in 

international affaire. I ahould think , however, that on 

balance hie appointaent to the llinietry of Finance 

strangthena the GoTermaent slightly, ae well aa any chance 

that aay atiil reaain fer France to work w.t of her 

financial diffioultiee without getting away tree orthodox 

aethoda. Jar-reaching modification& Of the regiM were 

innitably 
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embodied in aucb aeaaurea aa llarobandeau 1a reported to 

ba.Te adTocated, The quea\ion for deciaion in \hie regard 

wae about the aaae aa aroae when Blua preaented hie finan­

cial plan to the Senate laa\ April, 

In April when the Daladier goTernaent wae firet 

foraed, Reynaud waa offered the poet of Kiniater of 

Finance, He declined beoauae he felt that the parliaaentary 

baaia of the goTerllllent wae too narrow to enable him t .o 

carr y thrCJII&h the econ011ic and finanoill program whiob wae 

neceseary. Since that tiae the majority eupp.rting the 

Daladier GoTernaent hae ehifted; but it 11 still uncertain 

as to what future parliaaentary support will be. I baTe 

beard reports that Reynau4 accepted the poet of FiD&Doe 

llinieter with but 11 ttle enthueiaea, and tbie h UDder­

etandabla in Tiew of the foregoing, together with the 

magnitude of the probl•• confronting bia. 

An intereeting point ie that Daladier, wbo aoae ti .. 

ago let it be t.nown that be waa working hard bebiDd oloaed 

doora on hie OWD financial and eoonOIIio plan, apparently 

did not produce much of anything. Karllb&lldee.u•a •• the 

plan which waa found to be unacceptable, and now it ia 

up to Reynaud to do e011ething about the probl•. It will 

be i•p081l ble for hi• to preaent hie plan &D4 han U 

adopted 
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adopted before the early part of nezt week, wbi oh would be 

on.ly one we& before the full powere e:w;pire. Dala41er 

just ODe 110nth ago aellled Parl1-at for theae f ull powara 

on the aoore t hat 1D order to i~~prou the ecCIIC.io aDd 

fi n&Doial eituation, urgent action na required. 

END WJ:88AGJ: . 

'IILSOI. 

J:A:Ln 
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Srcrrtary of State, 

•·:asbington. 

RU&H. 

1274, NovonbEr 2 , 6 p . m. 

GRAY 

London 

Dated NovembEr 2 1 1938 

Rcc ' d 2:30 p.m. 

FOR THE SEC.ii E'i'ARY OF THE TREASURY PR~: 8UTTERWORTR, 

ThE British broadcasti n3 Corporation havE rcv1 rwtd 

thrir programs from midnight t o 5 a . m., London timE 

(7 p. m. • to midnight Vlashington timE) and statr that 

no broadca$t containing any rEfrrencr to thE Prtsidtnt 

or to you was made by them during that pEriod. ThEy 

suggrst that the rtfrrrncrs in quEstion may bavr bttn 

containEd in a continEntal news bullEtin, thrEE or four 

of wbich arr broadcast nightly in English, Both Germany 

and Ital y art on thE a i r at 9 p , m,, 'lnshington timE and 

in fact Romr bad schrdulrd a ncvJs bulletin in English 

tbrn, 

Tbt Bri tish Broadca3ting Corporation agreed to attempt 

to tracE tbr broadcast if mort precise i nformat i on 

rEgarding wave length, et crtrra, can br euppli ed. 

KENNEDY 

• 
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Sccrct::>.ry of Stc:t: E, 

7/csllincton . 

1275, Hovcmbcr 2 , 6 p . m. 

GHAY 

London 

Doted November ~. 1938. 

BEc 1d 3 :30p . m. 

FO~ Tll£ASUITY FRO!ol BUTTE R-9:l!tTH . 

ThE dollar openEd offErEd nt 4 .75~ and rapidly t'ttnt to 

4 . 75 ~/8 when the movement was checked by reason of buying 

of dollars n cn1nst francs L::ttcr with thE turn in thE 

franc the dollnr moved back to 4 . 75 3/4 . The volume of 

trading o:~M l a rger today al thouah :Ole: fixing wns much 

smaller, 98 bar~ being dealt in ot 146 shillings 1 p enny. 

The news of Reynaud ' s appointment ne Minister of Fin3nce 

~d an ini tial bull i sh effect on thE franc a nd the French 

fund ac.1uircc! nbou t pounds two mill.! on of sterling . The 

forrtnrd r ;;o tcs oleo moved in. But when the Bourse reopened 

in the ~tcrnoon the trend woe revcr:cd but on balance the 

French fund ncquirtd a substnnti3l em ount of .,ounds . 

KEJ1NEDY 

CSB 
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FROM: Aaerican l:llba18y , Parh, J'r&nce 

DA.'rE; BOY ember 2, 1938, 6 p.m. 

HO. : 1853 

FROio! COOHIUU. 

1 f'J - V 

J.ccording to excb.&nge tradera, the f rano moved from 

178.70 to .78 on official bourae trading and after noon 

the atabilization fund did not appear to gain much foreign 

exob&nge. There wae &lao & turn in the forward franc, 

which beoaae aore offered; today there waa improveaent 

in rentes and French abarea . On the market t here wae 

gosaip that there are such great differences of opinion 

within the Cabinet aa to what should be done that within 

the next fn daya the Government My collapse. Therefore 

it appeara that the reat of thi s week will be a period 

of waiting for Reynaud ' s atudiea t o be completed, and 

for the cooaequant Government decieiona. The preaa doea 

not expeot Reynaud to move in the direction of exchange 

contr ol since Marcb.&ndeau l eft office because auoh a 

plan waa refused by the Government . 

Thia evening at 5; 45 I bad a t&l.lt w1 th the Bank of 

France. I n late trading the Frmob at ab1lhat1on fund bad 

to yield 200,000 pounde in ordBT to hod4 the rate at 

178. 79; tbia indicatee that einoe nooD there wae a r everaal 

in t he market . 

Tbia afternoCIIl I wu viaited. b:r t he BaDk of Italy 

repreeentat1Ye, who in hie own oount !'J ba4 bad much t o do 

• 
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with the aotual iapoaition of exchange control. Thie 

repr eeeirtatiYe reailld.ed me that in Italy 1t had been their 

experience that gentle or half we.y aeae\ll'ee of exchange 

control or auperYiaion were not effeotiYe, but that 

actually more foreign exchange waa loat. It i8 hie opinion 

that in France they would ha•e a eilllilar if not wor .. exper­

ience, einoe eo much fluid capital i s already out8ide of 

France. He doe. not belieTe, on the other hand, that 

:rrance without a Yery strong Qoyernaent ._ with 80111 

as8uranoe of permanency could wer 1apo8e effici ently t he 

full meaeuree of exchange control and managed economy 

which would be the ine•itable reeult of firat measures. 

END MESBAGJ:. 

EA:Ln 
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SEcrEtary of Stat£, 

Washington. 

1281 , Novonbtr 3 , ·s P• m. 

#' , 

GRAY 

London 

DatEd NovEmbEr 3, 1938 

Rtc 1 d 3 :52 P• m. 

FOR TREASURY FROM BUTTERI'IORTH. 

Most fortign ExchangE dtaltrs txptctEd that thE 

announcEmEnt of th£ coming into foro£ shortly of thE 

Anglo-Italian agrE EmEnt would havE a strEngthEning tfftct 

on sttrling but thE markEt rEaction has btEn on£ of 

inactivity. ThE volum£ of trading in dollars has bEtn 

vEry Slnall and thE rangE bttWEtn 4.'155/8- 4.76. ThE 

majority of thE 180 bars at gold fixing w£rE suppliEd 

by th£ British fund at 146 shillings 1 1/2 pEncE. 

Thtrt has bEEn littl E or no busintss in thE franc ExchangE . 

Gold coins , hovrEvtr , havE continUEd to com£ on offEr and 

thE sovErEign bas fall En to 34 shillings 10 pEncE and thE 

E8Cl£ to 7 shillings 2 pEnCE , 

KEtrNEDY 

KLP-PEG 

• • 
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!'ello . 

.. r . Lambert . 

'-'ello . Hello . 
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l'oveober 2 , 1938. 
9:22 a . m. 

~oo:l. .:::>:rn t nr , :•r . Sccretpry . 

:r. ~o;bert, : r?nOer 1~ t~~c rould ~e p?s!ible. 
: 1 ~ co1r~ ~' on th~ trAin to the Pres1cent, at 
:>'1.~ ? ' clJ~'':, t? ~w•p Pllr~. 

An<i I ron<' Pred lf Y'>'1 coult'l , i n a very Di mple way , 
;:.ut ilo,.-r. the A E C 1 s of ·:1hPt v•ould be neoe~ rary 
i n co~e h• :>r enyonc els e wa.'1t~<1 t ,o orgl'ni ze fl 

locl'l P'.\ tho:!'1ty t? <lupll~~te 1~hf' t you 1 vP done 1\ t 
Princeton . 

~es , sir. You mPI'n , in ePee - ln t he ePee of r. 
ot~te :~r , hl''' lns tl'e l Fl\'1 t ht> t l"e spoke :>!, h0¥1 
c:'o yo'J. .::> :t't>~ut ::;<' ttiiiE it orgE<nl1.ed? 

Ves , t ir. 

"o"' h?•· rould he so ~bout it? 

I see , And you ' re go ins up ~t one o ' clock' 

Yef . 

~n~ you ~ant eomethin~ over i n your o!fice by tl'ot 
t i me . 

! 1 d like i t ovor hPrt by noon. 

I 1 11 d th t ! ' 11 "'et it :l ';er. Yes , sir. o I' . - o 

\ 
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See what I mean? 

Yee, indeed. I understand perfectly. 

So thP.t he could turn th1t over to h i e !R••yer, 
•J.' there, l'nd EB,.v , 01'1ell now, this 1e the " IIY 
to go ebout it" . 

108 

Yec, oir. I 'll h•we to do it in - in a layme.n'e way 
because I - I ' m pereon~lly not a la~er. 

· •o, but you could ah:nv it to one . 

Yet. Ves . Oh, yee 1n~etd . 

k~~ then attach to it, whatever the ~uthority ic, 
the r eferencee, the l egal -

Yee, &1r. 

the law under which you operate at a time -

'.'.'ht\t t i me will you be l ePving the office? 

Abo•Jt tl'lel ve. 

About t~elve . I ' ll have somethi ng over there. 

TlL"llk you. 

Thank you. 
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GROUP MEETilfG J o• eaber 2, 1938. 
9:30 A. Jl, 

Present : 

H.I!.Jr: 

Gaston: 

H.M.Jr: 

Gaston: 

R.loi. Jr: 

Gaston: 

H.M.Jr: 

Gaston: 

llr . Oliphant 
llr. Gast on 
llr . Haas 
Jlr, Hanes 
Jlr, Taylor 
llr. Gibbons 
llr. Duttield 
llr. White 
Jlr, Lochhead 
llr. JlcReynolds 
Jlrs. Kl.otz 

I compliment the Treasury on what the New Yor k 
Tribune said about us yesterday, Herbert. 

Yes; it was all r ight . 

I think it' s as good as getting t he Grand Cross . 
It said we were "tight - lipped ." It ' s all right. 

Nick Gr egory threatened me that he was going to 
say we were tight-li pped; I said, "It ' s too bad, 
but we'll have to take it. 

I suggest that we continue along t he s811le lines. 
So we know what it' s all about. It•s interesting, 
this story which United Press ran, which Sandy 
Xlein wor ried, was a little bit too exclusi•e, 
was not 1n anyway in any French papers, so I took 
i t off the ticker and s ent it to Cochran i n Paris , 
but no Prench paper carried t he story in which 
they said they sent us all that stuff. 

It was a note to the United States, and it wouldn' t 
be proper t o give it to the French papers . 

It would or would not? 

It would not be proper to give it to the French 
paper s. 

• 
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Gaston: 

H.I(.Jr: 

Gas ton: 

R.W.Jr: 

Oliphant : 

H.M. Jr: 

Gas t on: 

H. JA ,Jr: 
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I wish you 'd look up some - I read Arthur Krock 
today and he refer s to some article i n the Tiaea 1 
as of today, that has to do with the so-called 
"Kunich'Timetable~ '" 

Uh huh. 

And I can•t find what he refers to in todayrs 
Times. 

Uh huh. I ' ll look i t up. 

What he does in this story 1n which he said 
Mussol1n1 neTer telephoned Hitler, and Krock 
comes back and said Kussol1n1 did call Hitler 
and refers to the s t ory covering it, and I 
couldn' t find the story. 

I couldn' t either, 

I wanted t o get the dispatch to which he refers 
to, and I couldn't find it. 

No team work. 

If you people ar e interested in the gossip of the 
place the President got the story from that 
Kussol1n1 did not call Hitle~as f r om Bill Bullitt. 
That' s his authority. 

Kac? 

McReynolds : Ah ••• 

Klotz: Cigarette . 

H.M.Jr: .Ul quiet? 

McReynolds: .Ul quiet. 

H.M. Jr: Steve? 

Gibbons: Judge Lauer claims he met this man coming over on 
ship, having lunch, sitting at the dining table 
on shipboard. Mrs . Lauer 1 he said1 bought these 
clothes and never had time to pick thea up; this 
fellow said he'd pick them up on a subsequent 
t rip. The Judge i s still awaiting the bill on 
the~~~ tr011 h1a covering the cost and the duty, 
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Lochhead: 
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Lochhead: 
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B.M. Jr: 

Vlhi te: 

R.!l. Jr: 
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But Pick, Customs Agent Pick, i s working on 
something that he thinks that the Judge did have 
guilt:r lmowledge or the whole thing; that 1t 
was framed on the other side, before tbe:r lett. 
And the:r are looking up Krs. Lauer; she was 
apparentl:r born in this countr:r, married, and 
atter her first husband died, lived in Pra.nce 
until the Judge met ber. Be met her over there. 
We are having her record looked up in Paris . 

Is that fair? 

Fair or not , i t ' s being done. 

Bonestl:r? These Treasur:r people! All right . 

I mentioned t he franc • •••• 

The Ritz bar, ms:ybe he met her at. 

This other fellow, this criminal, was quite a 
fellow. 

(Speaks low to Krs. Klotz . ) Yeah. 

I mention here the French franc is stead:r; ap­
parentl:r beginning • • • • • on bal ance t his morn­
ing . There's no activity in New York; all follow­
ing the London-Paris rates . 

~here is a cable here - June first - that has quite 
a description of Reynaud, and his beliefs. 

I met Reynaud; I know about him. Be and Patenotre 
are just like this (indicating with fingers). 

He gives his views of what the exchange ought to 
be. Herbert Gaston has called m:r attention to 
this publication by the Economists National Com­
mittee on the appraisal or monetary policies of 
our Federal Goverment. It is very higbl:r critical -
adver sel:r critical; weak i n some spots . It the 
question arises :you might want an answer prepared, 
but it ' s a big job. 

Who publi shes it? 
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White: 

H.M.Jr: 

• 
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The Economists Nat ional Commit tee - Economi st s -
in New York. 

Vlbat do you suggest ? 

Well, I think it ought to be answer ed, but I 
don 1 t think it ought to be answered by the Admin­
istration. Get somebody outside. It ' s suscept­
ible to being answered very effectively, but it 
will be quite a job . 

Well, make a recommendation to me. 

I •ll think over somebody who might be able . 

All right. 

For you people who sat in with me on Wallace, I 
brought this thi.ng up at Cabinet yesterday. 
Wallace introduced it by saying be bad a couple 
small matters t o talk about, and then drew the 
Pr esident ' s att ention that this was state trading 
on a subsidized barter basis , and the President 
didn1 t like that; he said it wasn't subsidized i f 
we get t he same discount on the tin that we gave 
on the wheat, so I said, •well, what makes you 
think that we can get a discount on the tin?• I 
said, wwe•ve bad no offers . • Wallace spoke up 
and said that the tin cartel was the strongest in 
the world, and the President sort of stuck to the 
thing; he•s had this idea for a long time, so 
what he calls a •tbree,cornered business, • and I 
said, •well , let ' s forget the subsidized; you want 
to start on st ate trading on a bilateral basis . • 

Well, the upshot of it was, he appointed a Com­
mittee , with Jlr . Bull as Chair man, and after the 
meeting Welles took me aside and said, "Thank 
heavens llr . Bull wasn•t here; i f he ' d heard this, 
he •d bad heart failure or apoplexy, one or the 
other . • 

ltcReynolds: Bull•s Chairman of the Committee? 

H.I.I. Jr: 

Oliphant: 

Huh? Hull ' s Chairman of the Commi ttee . The 
President made Bull Chairman. So that 1 s where 
it is. 

You on it? 
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White: 

B.M.Jr: 

Duffield: 
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Klotz: 
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H.M.Jr: 

Duffield: 

B.K. Jr: 

Banes: 

H.!i.Jr : 

Hanes: 

(_ 
H. tl.Jr: 
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Oh yea, sure. So we'll see what bappen.t, but as 
I told tbelll, if this is what you•re goilli to do, 
all right, but the sooner we !mow, the batter; 
letts do it right oat. in tba open. It it •a an 
Adainistration policy let •s find out where wa•re 
go1D8. ADd Wallace bad some figures on balance 
attaiDaent, and said, I don•t suppose I was 
interested in it, and I said, •or course, I'm 
interested in it, • and the President said to get 
together about it. I'm to ca11 ·we11aca attar he 
comes back, after election. 

Who is ours, United States? 

Yeah. What? An)'thilli else, Harry? 

Mo. 

(Bods to Mr. Duttield.) 

I ' ve got this memo on Trans-America's votilli 
permit. 

Y/ell, now, we have a meeting on banking at ten 
fifteen; does Upham know about that? 

Yes . 

Would you bring it up at that tiJile? 

Yeah. 

Will you be here and bring it up at that tiJile? 

Yes. 

At ten fifteen. (Hods to Mr. Ranes.) 

lllothing this mornilli• 

Bow•s •Papa" Young? 

Be•s very nice; he's sorry he didn't come over 
yesterday; sorry not to see you; sent his recards. 
llothing. 

You be here at ten fifteen, Taylor - a~thiDC? 
You be here? 
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I've got the Red Cross Endowment Fund meeting in 
my office at ten. 

Read this thing now, in case I want Taylor to take 
it up with the Fed. You want to read that? 

Maybe this is old stuff to some of you, but ••• • 

It ' s new to me, anyhow. 

"On t he twenty- ninth of November, 1933, the Trans­
America applied for a per iAi t f r om the Board of 
Governors of the Federal Reserve System allowing 
it to vote the stock which it holds in banks under 
its control. The law in this instance defines 
"control" to mean ownership of fifty per cent or 
more of the outstanding stock." 

And that makes it apply in Trans-America case, to 
the Or egon and Nevada banks only, and not to the 
Ca11fornia bank. Now, where the situation was in 
1933 , the section of the Act which requires the 
permit also r equires t hat "t he hol ding companies 
' within five year s after the filing ' or their 
application for a permit to divest themselves or 
any interest in aQY securities company. Appli ed 
to Trans-America, this requirement means that it 
must either (1 ) cease to be a bank holding company 
by distributing its stock in the Or egon and Nevada 
banks or (2) divest itself of its interest in 
its securi ties companies, Bankamerica Blair Corpora­
tion and Bankamer ica Company. " 

Trans-Amer ica owns nineteen per cent of t he stock 
in t he Bankamerica Blair, and, I believe , s t ill 
owns a hundred per cent of stock in Bankamer ica 
Company. 

"If any bank holding company does not comply with 
these r equirements, the Boar d of Governors tmay, 
~n i t s discretion' r evoke the voting per mit or 
the company. 

• Reports f r om the west Coast are that Trans- Amer ica 
is seeking to divest itself or the securit ies 
companies because t he number or shares of stock 
it holds in t he oregon and Nevada banks i s t oo small 
t o per mit easy distributi on or these stocks to the 
Trans- AIIer ica stockholder• - - as was done with a 
part or the Bank or Ameri ca s t ocks . • 
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A1so1 I understand that they don' t want to appear, 
and 4ose even their hold on the Oregon and Nevada 
banks . 

That iS just about t he situation. Upballl knows 
about it . 

Well, the point that I thought, Wa:rne, H you 
would do tor me, i s to take this up with Eccles. 

Find out what t he picture is today, because the:r 
may have done various things here, with the dead­
line getting near. 

What they have done and what they propose t o do, 
because what tb8T - doing is important tor me to 
know. He can give you that memo. 

All right. 

All right. 

See? Will you do that, and find out what the 
situation is, and if, while I am away, get what I 
call my bank group together, plus Delano, and 
Upham, and tell them about it. 

When are you leaving? 

One o'clock, with the President. I'll be back 
Wednesday morning. 

There is • • • •• 

But you tind out what that is, will you - but this 
is important . 

Yes . 

I wouldn' t write aQTthing, but • • • • 

I'll get ahold of them and tind out what the situa­
tion is. 

This is Duffield' s first dividend - his credit 
dividend. 

(IIU.sunderstood. ) (Laughter. ) 

\ 
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The reason I asked particularly on the othe.r one -
when you were leaving, is because there is a report 
of this American Republics Committee which out­
lines the action that could be taken, and so on, 
by various Depar tments and Government agenci es. 
Included in that is a recommendation on the part 
of the Export-Import Bank. l(y impression is that 
the second half' of their report, which has to do 
with possible cooperation with Central banks and 
so on, should be deleted. 

I see. 

It may be that you will use t he Export-Import 
Bank tor some of these things , but it should not 
be in the published report . 

Wayne, the easiest way to do iti with me - myself -
llcReynolds will se~ up an enve ope to me every 
night. I ca.n read it, and when I get on the 
phone every morning I can discuss it with you. 
I am not in very good shape today, but i f you have 
anything like that ••••• 

I think t he ma.i .n thing is to put 1n this plug, 
because we are going t o have to act on the 
report on Friday. 

The President told me he didn't want any • •••• 
with Central banks . Treasuries, yes; Central 
banks, no. That f ollows t hat. 

That is part of that, and the other one which you 
have mentioned - the other one, Feis called up and 
wanted to know if we had answered that question. 

I did, yesterday. 

Fine. 

Yesterday. 

l(y impression was that the letter had been signed 
but I wasn' t sure. 

If, when I get back, you will call up llrs . Klotz 
in the evening and ask what my appointments are 
for the next morning, and whether you are expected, 
it wouldn't be a conflict, like this morning, see, 
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because what I'll do 111, I'll uke these aeetings 
in the aorning; I won't lllake aD;T 1n the after­
noon, like this bank one, and you can adjust 
yourself. See? It you will call her up in the 
evening, ar ound tour o 'clock, she'll know i .t I 
have anything - 1t you are expected. 

I can work it pretty easy, and do these outside 
things, which are a great ~~&ny, in the afternoon. 

TMt is right. I am not going to make an,y ot you 
people - I told John yesterday I'll make these 
meetings in the morning; I won't make any in the 
evenings . There won't be any afternoon meetings, 
UDless it's an emergency. I'll try to run it from 
t en thirty to twelve. 

Did I skip you, John? White• s going to talk to 
you about a matter that I talked to him about this 
morning. He will need your help. It ' s a delicate 
matter . 

George? 

I have nothing. Here is - you may have seen this 
already; it' s a figure that Just came in. 

No, I hadn• t . Haas says, "On the above basis t he 
combi ned index tor t he week endi.ng October 29, 
would be up l.l trom the previous week. " 
So tor t he Times, that wi.ll be up over a 
point . 

That's tine. That's tine. Yes, t hat's fine. 

That is all. 

(Looks at Mr. Gaston.) 

There is an illstitution known as the American 
Counci.l IDatitute of Pacific Relations. They 
appear to be doing a job soaewhat like the 
Foreign Council, but specializing on the Far 

\ 

Eastern situation. They recently sent you a 
report which is a digest of a ouaber of con­
ferences, holding over the last 7ear. It explores 
pretty well every angle of the Far Eastern situa­
tion, and various guesses as to the tuture. I 
thought perhaps you might be interested in reading it. 
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H.N.Jr: 

Gaston: 
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Oliphant: 

H.M.Jr: 

Oliphant: 
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- lO -

Ob, I don ' t think so. 

,. ,. 

It not I'll s end it to Harry. 

Harry loves to read things that are goin& to 

happen in the future. I mean, I u not - I &II -

I know I &II tired, a.nd I'a outSide ot the atutt 
I•ve got to bandl.e. I 8111 not - I'll take a 

1 ~ 8 --

couple of detective books up with me, and a treatise 
on raspberries . 

Shall I get expert advice on detective stories -
several at one time. 

I don' t know why they are here - I mean, I like 
tbese; that ' s all right. (H.II.Jr•s. pens.) 

They want to change those that you have, is the 
idea; you1ve got to change all or - the pens need 
changing. 

I am satisfied with what I 've got. 

(Speaks aside to Krs. Klotz. ) 

(Nods to Kr. 011phant.) 

I have two pages I ' d like tor you to take with you. 

What? 

I have two iaportant pages I ' d l ike to have you 
take with you. 

Detective stor1ea? Give them to Mrs. Klotz. 

Yesterday while we were just waiting to see the 
President, Grosapeck came out, and I said to bia, 

•I understand that these power linea are going to 

connect up oue city atter the other; atter one 
city 1a bc.becl the lines are all broken. Wb;r 

don't you put t be cables underground. fllere•a 
nothing eaa1er to toUOif tMD a power l1De with 
an airplane.• ADd be aaid, •It•a really ..rpria-

• 

in& bow 1011ebody t roa the outside can c011e along, 
who knows nothing, and ll&ke a reall y good suggeation.• 

Well, tbat•a not quite tbe way be put it, but ..... 
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He didn't say you !mew nothi.Dg . 

Anyway, it's all right . 

He said it was a fine suggestion and he ' d get 
his t echnical staff to work on i t. 

I ~ 9 --

It would be interesting to take ~he upkeep for 

these power lines - I 1ll bet if you took it over 

a period or twenty years it would pay to put it 
underground . 

They have a plow now that lays the lines under­
ground, for the high tension wires. 

They could do it on the telephone lines. They 
have been working for several years on that question 

or insulation of high tension wires underground. 

They have done a lot of it . 

They have done a lot of it? It ' s perfectly 
stupid, if you are going to spend a couple hundred 

million to connect up several cities • •• •• • 
Grosspeck said if an airplane will take a wire 

and jus t trail it aloll8, and drop a bomb over the 

city, and the wires are grounded, the short 
circuit would just cut these wires right off . 

Theyt ve got some factors in there favor, because 

you can put more metal underground . 

I was kind of t ickled because t he country boy had 

an idea. 

There is a swell w. P. A. program, too. 

That ' s right; t hey could dig t he ditches . You 

want to tell that to Grosspeck, Wayne? Taylor 
said they could dig the tun:oels . That could -

Wayne has a swell idea . Tbey could do it - all 

the labor could be done in the w. P. A. 

It ' s the kind or stutr they are trying to find tor 

them to do. 

I t is in t he industrial centers, where the unemploy­

ment is. 
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wcReynolds : (Talking low to Mr. Gibbons . ) 

Gibbons: Mac says they wouldn't like the hard work. 

R.M. Jr: 

Gibbons: 

H.ll.Jr: 

Gibbons: 

Taylor: 

Gibbons: 

Taylor: 

H. \I . Jr: 

Tay~or : 

H.!l.Jr: 

Taylor: 

H. Jl . Jr: 

Gibbons: 

(Laughter) 

The Pr esident of the United States told this story 
at Cabinet. The w. P. A. at Boston was all out 
ot shovels am they wired here tor more - "Sem 
us fifty shovels at once by express;" and Hopkins 
telegraphed back, "Sorry, no shovels available; 
tell the men to lean against each other ." 

(Hearty laughter) 

That soums like Harry's sarcasm. 

I think it' s very refreshing . So if the President 
can do it, so can ~ac. 

All right, Wac, bring in your bootleggers, and I ' ll 
see the banking group at ten fifteen. 

Oh, by the way, who's going - I know that Hanes 
is going to be in New York Monday on the Tax Coordina­
tion, but is anybody going to be away Saturday, 
or Womay? 

I am going to be here. I lost my vote . 

I'll be away Saturday. 

I couldn't get down to Newark in the tog . 

I plan to be away Saturday. 

Down to your Virginia place? 

Yes . 
Youtre going to be in Virginia. Well, you've got 
a phone down there? 

Yeah. 

But no others? 

I'll be here right along. 
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I was just th1nlr1nc ot the internatioll&l situation. 
You will be bare, and r ou•ll be available, in caae 
ot an eaercencr. 

Oh no, I'm goinc --. I•a eaay to get, a~ I can 1et­
tor instance, I can co over to Langley Field, which 
is very near there, and it I have to get back in 
a hell ot a hurry •••••• 

You 11ean 1n an airplane? I just wanted to know 
where everybody waa. 

I'll be within fitty llinutes of the office . 
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: ~"v"n ' t h•c1 t1ml' t? rPNl the c'PY of your !::JePch, 
but ! d1tl r ePd t.hl' " er Yor" Tribune . 

'i'"l ,_ , t hey gave - t hry - tl'e;r put 1t r iS}lt :m the 
front poc:;e -

!t lo:>ked ;:ood: 

- ••"'at I se 1.c\ Fbout. y:lU , d1.'n ' t they? 

Ye e , but - fin e . It lool<Pd finP . 

":ell ~ t.he t ' z :ood . 

They seE-::I<"d VJ _.)ic" l.t. U? FnywFS , end ! s •thered 
you ~ade - oupt h•ve ~~de cone1der,.ble - ~ell you 
J~$t gave it. the twis t I would bPve liked to have 
&€Pn 1t e tve - not about -

Ye~, ! think ro , end t ha t ' e wbP.t I bad i ntended to 
no ~t flrEt, but QY r:>r d 1ns Pas unfortunatP. 

"ut - ! - I th:>•Jrht y?•.l e;ave it - ~ell j u Et the tl"i&t. 

t hat ! wP.nted -

Yes . 
An'l you s till r RiGOd the quest i on t hat you had 1n 

c1nCI . 

"''net 1 

~ell then Pe 're b?th happy, pren ' t ~e? 
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l!UJ'r: 

B: 

HUJr: 

s: 

'!!!Jr: 

• Hl!Jr: 

S: 

Hl&Jr: 

B: 

Hl.!Jr: 

B: 

Rl.!Jr: 

B: 

I -·-
I t.h1Dk ao. Well, I Jt.ay•'t. I'M4 nat. JOU u14 -
the !rlbuDe 1e aocouat. wae oer\a1Dlf - 1t wae - lt. 
wal -

Well, I think you'll 11ke 1t. There'll be 1oae 
t-hings tbat you wouldn't agree w1th a hllll4red 
per cent, of cour1e. 

I hope eo. 

But that'• - tbat'a - a little difference ot 
op1n1on 1e the life ot trade. 

Well, 1t'e just- wh•t I •111 atra1d ot ne that­
well, I told you, and you fixed 1t up so -

Well that's just the reason I wanted to send 1t 
to you, end I appreciate 1t very ouch getting your 
tr&nJt comcent . 

And you're eat1ef1ed. 

A great deal, 

You're eat1et1ed. 

Absolutely, yea. Yea. 

All right. 

Very fine. ThMir. you tor calling, Henry. 

Goodbye. 

Goodbye. 
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To lllcboleoa t10a T T ~ tor preauta\loe t o 8eontu1 ~w J'ollclw1 .. 

tor J'OII!' ooDtid..,Uel iDto-Uoa Stop lfba exe~e nl• cJDUu lo>Oka 

a~~&rply clarlaa *' &ad eu11 pan J'UM U.la ,.ar owiDS to dn.etto recbltt<>a 

or excha,.e allo-at b1 lliaht!')' J'iaaoe • 4 r.J.l ~hOI' lick ot Cblla 

bollni:QS t bet at eipt peaoe cJDller •• UDdarnlued aDd it t1111pora!')' llloeb 

caused bJ' war operatiou aDd epeculeU•a traaeaotiou ware abaorbed raw 

could bold ataned oa J'1111e 14 t o aiataia aldret With auiataJIOe &Dd 
Sbeapat . 

cooperaUoa at llackOIII SIMDibe' Beat1ac Col'plli\ Stop lfal"Dt ._4iatalJ' 

ateadied aDd bJ Sept. 2 Dot aalea ,. ... poua41 ahrliiiS ~· a1llioe eiii*J' 

the t boueaDd tor Bank ot Cbl• &Dd Boa.stolll aad Sbeagbel Blllll:illl Corpa. 

nported aalea ot eia1lar mo1111t Stop C:teoboalonll:i• oriaia thaD 4enlope4 

which tlal\4 up Sbanlbel arlee\ e.ad cole «er-eol.d _, •• b~t 'baCIIt 

St op '11• J'epa attaoll:ed South Cblaa U.era •• aa~her"l'tid u4 loatw• 

Oct. 12 am U Beall: at Cblaa eold poUIId aterl1ac oa• a1ll1oa tin h-•4 

tbr" thwAD4 old lloaatoac ud SbeD~Mt llaDII:iaa Col'JIII. l'lportad aalu oa 

their owe accouat t or aa a441Uoael poUIId aterliDI tl•• hiUIIll'ld Ulo..-a4 

Stop S1ace latter date aboe oooaaieae4 bJ' loaa or Caaton aad llaall:ow 

wea onr aDd Sbaagbe.i •rket abOifecl 4er1aite aipa or U1M•• e.ooor41111 

t o our ••U•ta total o1J'OuleUoa ot -•• 1a 8healhd 1a at'OilJil Cb1aaM 

4ollera two hWldre4 tift)' a1111oe, e o B. II: ot Cbl• _ , .,allle4 t o aoqll1 a 

back poUDd atarli1111 _. •• a..-.... ·~·tlft tlaoa...S at aU.IIUJ' ~er 

rata S top J'apa bow..er he•a D~ 11•• 'CIP bopea or 1at,_e1JII tbai.r .,. 

ou..,.acp thua pa-.enu,. oouol14Dtiac their at~sl• bol4 oe aoo...S. 
lite or the ooaat!')' u4 .,. ab<oi'U1 4aaira t o two• auan pa rt1otlerlr 
1n llorth Cblaa Unquote Q v 1 t .J J ol 

,...,... ... . . ' .... 
'" "' . ., ' • r 
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F EDERAL H o USING A D MIN ISTRATION 

WAS H INGTON , D. C. 

llovember 2, 1938 

111 dear llr. Secretary: 

Replying to your telephone conversation of this 
morning, I lllll gi'ring you her ewith the atepe which I t ook in 
Princeton to bring about the housing project there. 

Under the "Housing Authority Law• of the State of 
New Jersey ~ municipality .ay organ!$& a local houaing 
author! ty b)' an ordinance passed b)' the JOvarni.ng body of a 
IIIUilicipalitT.• In the case of Princeton, New Jersey, the 
Princeton Council, at .:y request, called a. special 118eting 
and •man1mous~ paaaed an ordinance creating the Housing 
Authorit," of the Borough of Princeton. t-edia~ follow­
inE this action the Council appointed fiT& residant citizens 
who bad no connection with governmental bodies to be the 
Housing Author! ty. Under this law they were read7 to func­
tion immediately after appointment . 

The New J ereey law gives very broad powers t o such 
local housing authorities. They are authorized to build, sell, 
leo.se , and operate housing projects. In this instance I started 
work on the Princeton project the cia¥ t.f'ter the appointment ot 
the Authority, a.nd they have signed an agreeaent to take over 
the build.1ngs when cOtlpleted. The project, which will have 
cost exac~ $301000 including land, will be turned over to 
the Autborit," in exchange for $.30, 000 of Rousing Author it," 
bonds. These bonds pay a level pqaent of t60 par $1 ,000 bood 
each year , and this 11110unt will repay the invested capital and 
return 4 per cent interest on t he 11110unt outstanding in ~ o11e 
year. 

At rq request the Housing Authority will make an 
agreement with the Borough of Princeton to turD over the build­
ings at the aDd of 28 years to the Borough without debt. The 
agreement wo states that the Borough baa the privilege at 
~ tille after 15 yee.ra of acquiring the project by ~t ot 
the outstanding 11110rtization. 

Inasauch aa the property will be owned by t he Houa1ng 
Authority under the "Houa1ng Authority Law" t hey will pe;r no 
locel taxes 1 but on account of the provision •nt ioned above , 
the acquisition of the land and buildings by the Borough will 
compensate the Boroucb tor the lou ot thaae taxes. 

·: "5 ..:. .:; 

Regraded Uclassified



• 

- 2-

Bach >mit han.u& cost tJ ,OOO &Dd coapriaillg 4 roo.a 
and a bath will rent for approxilu.teq 125 per >mit per aonth, 
or $6.25 per roOIR per 110nth . Thie charge ie -.de up of $15 
per unit per 110nth for service of tiM bolide and an arbitra.t'T 
charge of $10 per unit per 110nth for uintenence, fire insurance, 
collecti on ot rents , etc. .The figure of $15 per unit {>'lr aonth 
is obtained b7 using a level &llllU&l. ~t of t6 per t lOO on 
the cost of a >mit, twii81T, $) ,000. That 1e, $1.80 a ,..ar, or 
$15 per month. 

Orxler the Raw Yor k State "JJunicipal Housillg Autbcritiee 
Law• the procedure in arrr given c011111!111\1t7 would be exacU,. the 
saae. The local gonndng bociT would paea an ordinance creatine 
a housing autborltT. This bcusing author itT would issue boada 
to an investor, such bonde beillg ee aboYe described . With the 
proceede of these bonds the7 would erect 'bn1ld1~s and would 
volunterilT agre<o to turn the 'buildinge OYer to the locel tex1Dg 
unit after the aaortisation of the bonde. This procedure would 
ltJait the financie1 charges of the operation to a level p8TIIent 
of $6 per $100 each year for the period of aaortization. To tbie 
figure would be added an aaount sufficient for repairs , lllllintenance, 
collection of rent, etc. 

I aa taking the liberty of enclosing the rough draft of 
a booklet which I have 1n mind for distribution to the tenants in 
Princeton. I t is written in lA;r language which the7 would under­
stand. The object of this booklet i s to point out that cooperation 
on the part of the tenant ....,. result in lowaring rents . I aa also 
enclosing a aiaeograpbed COPT of the New York State WMunicipal 
Rousing Authoriti es Law• , with aarke at the pas sages to which ,.ou 
....,. wish to refer. 

Honorable ReDrT Morgentbau, Jr . 
Secretary of the Treasury 
Washington, D. C. 

Enclosuree 

Gerard B. Laabart 

'"'6 _, 
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All IIPLWTIOI lOR m mum or tHB myp.u A'!EII!!I 

PJlQJECT OF TilE llOUSOO AUTOORITI or TilE llOI!QOOB or l'l!IIgrOJI 

The project cona1ata of ten dweJ.l1.nc unite which, with 

land , cost $301000, or $),000 per r~ unit. It was built ee a 

d.NIOnatretion that prhate capital. u;r wiee.J.T iDTeat to CH&te new 

d.well illgs to be occupied at once liT f-..il.iea wboae incoae require& 

thu to psy leas than $10 per rooa per IIODth. 

The unite, each with four 1"001\e &Dd bath, will average 

1n rent about $25 per 110nth1 or $6.25 per ro011 par aonth. Tbia ia 

considerillg thai aa separate boueaa, whara the teDIIJlt uaual.lJ' pro­

Tides beat . It COIIJl&l'ed to apertaente, whan beat is suppll.ed, the 

c011psrioon would be about $28 per 110nth, or $7 per rooa per ..... tb. 

127 

The t enant 's tuel 1e eetiMted to coat $) per unit per 110nth. i otuall.T 

they are not like apart.ente , tor each faailT baa its own entrance and 

enjoys the coaon landecapillg &Dd ad.que.te eun.ligbt &Dd air. 

Indirtdual. bot -.ter boUare and beat1Bc plants ban been 

installed to enable the tenant to control apaneee. .l cantral plant 

euppqing all bouaee would r.qnira a fi:.r.ad a1101mt in the rente, &Dt 

would prevant tba opportunitT of exercie1Bc eo~ which c­

fro• indiTidual control of tbaae expeneee . 
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Tbeee low rental.e ben ~en aoh.1.Yed b7 el1•1MtinC eoae 

o! the !actor a which lMd to higher rente . Tbe obat&clea which bed 

to be niiiOYed nre aa tollona 

1. Hkber rente otten cOM tJ:ga the epecylative d!ain 

to get as IIUCh •• ooedble troa tl!t owntrahip o! tbe woptttr. 

Thia desire is entire~ legitiaate, ae we IIU8t han the 

profit 110t1Te, but tor the purpoee o! eolTing the problem ot low 

128 

cost houeing tbe poeaibillt," o! e.ey apecul&tiTe protit •• el1w1Mted. 

Thie eliJoJ.JI&tion •• accoll])liabed b7 haTing tbe inTeator 

agree to ll.a1 t hi a return on the inveet.ent to the receipt tl'<la 

the rents ot tbe 11&118 a.-aunt each 110nth tor 28 .rears, aM no !Ort• 

That is to sa,., $15 per unit per •ontb tor 28 ,years will grad~ 

pay back the .,,000 that it cost to bulld a unit, and tour per cent 

interest on tbe a.-aunt still innated in &D7 one year . In otber 

• ords , the financial c:baraet are laited to $15 per 110ntb per unit, 

and at the and o! 28 years the 110ney will ~ paid back with intareat 

of 4 per cent at all taee. With tbe inTested •oney repeid , the 

investor has no turthtr interest in the propert;r and be haa arranced 

to have it peas, without debt, to the Boroucb o! Princeton. 

To th1a $15 ptr .anth ie added $10 per 110nth !or Min­

tenancef, collection ot :'!lite, repairs, !in inaurance, etc. Bowevar, 

no matter what uaount ia required tor .aintenance, etc., the invaator 

can never receive •ore than the au. o! $15 per !uiJT unit per -th. 
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2. Local •·~·• go into r tptt • 

.U the ilrraator qreea to ci -.. the l>o•Ud1"1e aDd laDd 

to tbe Borolllh at the end or 28 :rear•, the Borollch rill receiYa 

1 propert)< bi&ber 111 ve.l:ue tb&n the a.oUDt or the local. tuaa 

dur~ tbat period. Tbue.t'ore, a1tbou&h tha Boroueh recei-..a DO 

taxes , yet it can lose nothillg, because i t cata the land aDd build­

ings 111 exeba"'e tor taxes. 

3. An 1pcluc•ent J!W!t be of!tred, to the investor to 

persuade Ilia to ipyut at 4 oer em with AO cMpee or s oecu1at1ve 

profit . 

Tbie 1pc!U<l•ant is created b7 h&vi"' the Bousinl iutborit;r 

or the Borouc:h ot Pr111eeton acquire and operate the propert y . Tbe 

Boudng Autborit7 baa agreed to give bonds of the value or $30,000 

to tbe ilrrestor 111 exch&Jlce tor tha propert:r. .U the .t'1D1shed prop­

erty actuall,T coat $)0, 000, there 1a DO profit 111 the transactioa. 

These bonds bear 111terest at 4 per cant tor 28 :rears on tbe a.o1111t 

of the 111vest.Mnt outatandi"' each )'&&r, aDd a1ao ,-ield an aaount 

whi ch will repa:r tha oricinal. i.nvestaent troa year to )'e&r fer 28 

:years. As the bonda are an 111etr..antallt:r or the State or llew 

J ersey, and tor a puhl.1e purpose, t»:r are tree troa all. Stet& and 

Federal 1ne011a tuaa. An ace-. or 4 par cant rr .. troa 111eoea tuaa 

1a attractiYe to tbe 111-..ator. (IncidantaJ..lT, as tbe -:r 111-..ated 

1n tbia propert;r • • ~ i<Ue 111 the banlc tha Pad8ra1 OovernMnt 

was recei vin& DO 111eOM upon it. IIU1.1ona or &ll<lh tunde are J.;r1Dc 

1"9 _ t:_ 

-
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1clle, and tU)' coul4 be e.plo7..t ill th1a ...,. to stau:Late iDdue­

t ri.al activit,., with tlw r .. ultiJI& increase ill tans to tba 

Federal Goven~JMDt,) 

The net result ot tba plan, therefore, is that the 

Borough or Princeton pa71 out notbiJI& aDd contracts no debt, tha 

rederal Oov~nt ~· out nothing aDd contracts DO debt, aDd 

the investor is getting a good illveetment, 

Maint-!Mpse aM CoopentiOD 

An illteres ti.ng feature ot the plan i s that, aa the 

t enants determine to a large extent the amount required tor 

maintenance aDd collection ot r.onte, the7 1111.7 bring about lower 

r ents b7 cooperation with the unageMnt ot the propert7. That 

ie to aa7, ae the uount required tl-011 rente to ~ bond illtereet 

aDd r etir ... nt or capital 1e a III&Xiallll ot $15 per taai.l1" unit par 

100nth, and as DO profit be7ond that tigura can go to the investor, 

a reduction ill aaintaDance, etc ., can result onl.T ill a reductiClll 

of rent. It 1e, ot course, neceeeaey to Milltaill a reasonable 

reserve above $15 per 80nth tor contingencies and tor tire ineu:ranc. • 

In gen.eral, bowever, proapt pa,...nte or rente, tbouflhttul 

care or the propert;r, and poeeib~ contribution ot labor tor car­

c!ening and a1nor repairs, will render the ne..t ot tb1a Mintcanca 

charge large~ 1m!lecaeeaey. On tha other bend, excaeeive ablllle ot 

the propert,., &low rent ~t, and a laclt ot cooparet1011 can 

o~ be .. t b7 increui.ng rente. 

!30 
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Tbe e1cDificant eleMot of tiM plaD 1e t!Mt, whicbeftl' 

or the .. two extr.ee exiata, tiM UDUDt ot 110oq cc:aiJI& to tiM 

l.Jrrestor r nelDa tiM •ew o•wl7 $15 per t~ lmit per IIODth . 

!31 

• 

Regraded Uclassified



Section 63 ot Chapter 2lS ot tba leaaiOD lawa of In York tor 1938 

prorldea tllat a .micipal bouiJic autboritT ~ be .. tebliabad 117 a civ 

upon -

(1) Tbe ~II&• ot a reaolutiOD 117 a local legialati.,. 

bod.7 authorid.n& tbe eetebllallaent or a local boluiD& authorit:y 

and directing tbe •10r to rue a certificate tberetor; 

(2) Tbe filing by the mayor in tbe office or tbe atate 

housing board, and a duplicate in tbe otrice ot the S.cretlz7 

of tbe State, of a cert ificate signed cy hia setting forth the 

nue of tba autborit7; tbe nuea or the 11eabera and tbair teras, 

apecityinc which ... her ia cbairDan; and e COPT of the reeolution. 

132 

Thia, apparentl71 1a all that is necesS&rT to create the authorit)', which 

shell consist of tin ... bera appointed cy the ~r, and ba sbell designate 

one of thea as ebeirun. Tbe7 shall be appointed f or teru of nriowo 

lengths in order tbat tbeir teru _,.not all expire at the .... tiae. 

Section 66 of tba .t.ct proTidtos that the e.utborit7 ehall be & bod.7 

corporate and abell ba-re .,.r,. broad powers, coverill& aubet&ntiallT all 

phases of the bouein& tielcl 1 including the authori t7 to borrow ""'"'7 upon 

their bonde, notes, debenturee , or other eYidances or debt, and to eecure 

thea cy aortgagee upon propert7 bole! , or to be belcl , cy thea, or b7 & 

pledge of their re'F8DWia, or in urr otbar a&n~~~r. 

Section 'l'O beatowa on tbaae corporetione tba powera or eainent 

dOMin, 

Section 72 deale w1 th bon4e ot the &uthori tiee; one ot the pro'rleiona 

ot "hicb 1a that INCh bolide to be eligible tor &&Yin&a b&nlte and other 

6\lch inYeataente ebell be aecured cy & tirat aorta:&&• lien not nceedinc 
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66-2/)f. ot tbe nl».e ot the propert7 oOYered tbenbJ. 

sect1011 74 COilt&in& tbe tax «naptia prowiaiau. u uatllorit7 1a 

ex.pt tro. tbe ~t ot uq taaa or r ... to tbe Stete or a Rld1'1'1aia 

t bereof; t be boada an ex.pt tro. tax; ud t be autlloritiea• propert;)' 1a 

ex .. pt rro. tax with a prQTidoo that a .mio1pallt7 ~ fix tbe - t 

which tbl autbor1 t :r a ball PAT aDilll&l.4 1D lJ.w ot taaa. 
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Municipal Housing Authoritieo ~ 

Chopter 4, La..a of 1934, amending Chtlpter 823, Lawa of 1926; Mended by 
Choptar 310, Lawa of 1935; further amended by Chapter 218, Lawa of 1938; 
f\lrther BJtendod by Chapter 395, La7a ot 1938; and further 8lllcnded by 
Chopter 461, La\T8 of 1938, Soe also WcXinnoy 1a Conaolidated La"a ot !few 
York, Annotated, Volume 65, Soctiona 2310 to 2328, inclusive. 

1 
-AN ACT to amond tho state housing law, in relation to providing tor the 

ostabliahmont, organization, operation and dissolution of municipal 

housing authorities . 

BoCI\I!!a a la"' January 31, 1934, ttith tho approV&l or tho Oovornor , 

Passed, on mcaaago of necessity, t hr oo fifths bolng proaont , 

The People of tho Steto of New York, ~proacntcd in Sonato and 

Aoocmbly, do enact na follows: 

l 
-Section 1, Chaptor 4, Ln~s of No, York, 1934, roada as f ollc7sl 

• section l . Articlo five rund sections aixty, aixty- onc, sixty-t70 Rnd 
aixty-three of chapter olgh t hundrod Md twent7-throe of the ln"a of 
ninctocn hundrod ttronty-alx, entitled 1An net to promote tho public 
hcnlth and ~fcty by providing for tho ollmination of unsanitnry and 
dangerous housing conditions to relieve congested nroes, Pnd tho con­
struction nnd auporvlclon of ducl llnga ~d tor tho lotting of npartmonta 
1\t reasonable rontnla; roponling Rrtlclo t :>o-n of tho public buildings 
lou relating to tho burenu of housing nnd regional pln~~ing, nnd moking 
nn appropriat ion to ~~rr~ out the proviaiona of this nct, 1 such chnptor 
having been l es t re-enacted end amended b~ chopter thirty-five, of the 
laws of nineteen hundred twenty- seven, are hereby renumbered artlclo al s 
and aeetlons ninety, ninety-one, ninnty-two end ninety-three, reapec­
ttToly, and such chepter ia hereby ~ended by inserting thoroin a new 
article , to bG article five, t o read aa tollovll 

ARTICLE 5 

Kuniolpnl Housing Authorities 

"Soetion 60, Short title. 
61 . Jinding, 
62, Dofinitiona. 
63, Jotebl lahmont end organi zation of authoritioa. 
64. Offleora and ocployoca. 
65. Ad'ftUlCel 'by cit;,, 
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Se e . 60. ~ !!.!!!• !bio article ahall bo known and MT bo ci tod 

BAd r of urrod to ne the 1 .unicipol houainc authorities la~.• 
2 
-soc. 61 . 71ndiD&• lt ia horob:r doelnrod thAt 1n cortein a rG&a of 

counties , cities a nd first clnoa villngoe of tho State thoro oxiat un­

eonitnr,r or subatnndnrd housing conditions o~ing to overcro~ing nnd 

concontrntion of population, improper pliiMing, oxcossive land covo1'118~ . 

l l\ck of proper light, ni r &nd apnco , unaanitnry doaign nnd 1\l'~emont, 

or l nck of proper SP.nitP.r,r f"cilitioa; thnt there 1s not an adequate 

. l Continued 
- 66 . 

a 

67. 
68 . 
69 . 
70. 
71. 

?2. 
?3. 
74. 
?5. 
?6. 
77. 
78. 

P~ers of nuthorit;r. 
Powora Md dutioa of bonrd. 
Projects. 
Acquisition of property . 
Eminent do:onin. 
&.~cor l oeao of projocta to liQ1tod dividend 

corporA tiona. 
:Sonde. 
llonl1abil1ty of Stnto or c ity. 
TR% cxc.optione. 
Foreclosure. 
Dissolution. 
Iii sccllanooua. 
Erfcct of P".rtinl 1n?nl1d1t;y.• 

-!his section was aa:uded b7 Section 1 of Chapter Zl8, Leora of 1938, ettec­
U ve llr.rch 29, 1938. Prior to thh aae!ld.loent, this section read aa fol­
lowa: "Section 61 . F1Dd1ng, It 1a hereb7 declarGd that 1n certain areu 
ot c1t1oa of thn State tboro exiat UDao:>itarT or substandard houa1~~& COI>­

ditions owing to ovorcrowdiD& nnd concentra tion of population, improper 
Plonninc, oxcessivo land covornco, l nclc ot propor liGht, nir nnd apace, 
unaan1tar;y des~ and arraD«ement, or lack of proper aan1taJ7 fac111t1ea ; 
that there is not r.n adequate suppl;r of decent, safe , and santtar;r dwell­
i ng nccommodat1ons for persons of lo~ income; that these conditione cauae 
nn 1ncroaae and apread of d1aenao and cr!..mo ond constitute c Mt~G<>o to 
tho boal t h, aafety, morals, woltnro, and colllfort of tho c1thons of tho 
Sto.t o , nnd i.mpll1r ocon.oaic vnluoa; tbD.t tboao conditions CODI!Ot b o .._.. 
odiod b;y tbo ordlnar.r oporntion of pr1voto onterpr1ao; tbot tho clonronco, 
rop1nn111:14, and reconstruction ot tbo arona 1n which unaon1tnr;r or ~ 
Gtnndo.rd hou.oing conditions oxiat =4 tho providing of decent, aate, nnd 
•on1to.r,r cbrollln& ecco..,do.Uon.e 1n wd Gn)CI and olaovlloro tor peraona 

, ot l ov 1nco.., nro public uaoa GD4 parpoaoa tor 11hich public .,no,. ~ be 
lpOnt nnd pr1vnto proport)' ecquirod; nn4 tho nocoaait7 1n tho public 11>­
toroat tor tho prortatona boroinnftoor QDACtod 1a horcbT doclarod o.s o 
llllttor Of lOCialnUvo dotormuUon. 1 

3 
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oupply of docent, anfo, and SAnitRr7 dwelling nccommodnti ons for poreone 

of lor. income; that these oonditiona cau9o an lncroaae and epread of 

dh90&8 and crime> and eonat i tute a oonanee t o tho health , safety, 1110rala, 

701tare, and comfort of tho ci tizens of tho State, and impair oeonomic . 

,Uuoa; tbat those conditione c:e.nnot be ro11odiod bf the ordlnaey opora-

tion of privato on torpriao; that the clonreneo , replanning, and roco&-

atruction of tho aroaa i n ~hich unsanit aey or substandard houainc oondi-

tions ox!st and tho providinc of docent, oafo , IUid ean!tnr.r d\TOJ.ling 

oecomodat!ons in anid areas and olse11horo f or per sons of l o" !ncomo aro 

oublic usos and purpoaoa for 'O'h!ch public mono1 Wl1 bo spent and private 

propcr t1 acqui red ; and t ho nocosaity i n tho public interest for tho provi-

siona horoinnft or cnact o6 is hereby docl nrod as c mn ttor of l ogialativo 

dotorminnt ion . 

3 -soc. 62. Dof1n1 tiona , The follotfiDC termo, ~therever u•ed or 

referred to in this artic\o , shell have the following meaning, unleao a 

clifforent oeanirv; clear~ apooars froc the context : 

~is section as con tained in Cbcpter 4, Lawa of Now York, 1934, offoctivo 
Januaey 31, 1934, r ondo es follo:ts: •soc. 62. Dotini tiona. Tho following 
tormo, nhcrovor uood or roforrod to in this article, shall bavo tho follo~ 
ing mc•.n ing, unlou n different moaning clonrl:• appears from tho context: 

"1 , Tho torm ' authority ' shall monn a municipal houe1ng authorit1 oa teb-
11shod ~ursuant to th1o article by ~ c!t1 of the St~to, 

•2, Tho tol'lll 'board ' aball ocan tho Steto boerd or housing. 

•a. The term ' cit.-' aholl aoan the ci t1 oatebl1ohiD& tho autbor1 t1• 

"4, 'l!ho term ' compt rollor ' shall .. can tho comptroller i n citie s haYiQ& a 
comptroll er, I n cit1os having no comptroller it shall mcnn tho chi ef 
financi l\l officer of the ci t1. 

"5, Tho torm 1Stnto' eht\11 moM New York Str.to, 

3 

•• 
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3 Continuod 
-.6. Tho term 1govornmont 1 shnll include tho Stnto and tho lodor&l GovorD­

~cnt ond ~ eubdivision, ngoncy or inatrumont~~i ty, corpornto or 
othoroiso, of oi thor of them, 

•?, Tho term 1aroo1 ahnll 110M n section of tho city ~>heroin tho nuthol'­
! t:r finds thnt unaMi tory or subs~..nd;o.rd houa i ng conditione oxht. 
An nron ~ includo 1:\nd -..bother improved or uni mpr oved, nnd build­
ings or i cprovooonte not in tho.,aolvoa unsnnltl\17 or subatNidl\rd, 
tho i ncl usion of ~hich is doomed nocoaanry by tho authority for t ho 
offoctivc c\cnrnnoo , roplnnning •or r econst ruction of tho section or 
nny ,pnrt th~roof. 

"8. Tho torm 1projoot1 shnll mctul "· plAn or undortnking (n) for tho 
clcnranco . roplnnn1ng, or roconstruetion ot An nron or nrona . or 
pnrt or pnrta thoroof; nnd ns n PArt of tho pl nn for tho clonrnnco, 
roplnnni ng, or reconstruction of such arena (b) for tho providing 
for persona of lOll income, of housi~ acco=odntions either i n Mid 
arena or olaowhor o i n Any section of tho city, 11hethor or not such 
section h:1s unsnnitary or substp.ndt>.rd houailljl conditions. Tho term 
shnll include tho lnnda, buildir.gs Md icprovc~ner.ts ncquirod, om>od, 
constructed, m~od or operated hereunder, to provide dwelling 
accomoodatione for persons of lc7 income, and ouch storoa, offices 
and other commercial or nonhousing facilit i oa as well a s social , 
r ecr eRt ional or communal facili ties , na may bo doomed by t ho authol'­
ity to b" incidental or nppurtonant to m1ch plnn or undertaking. 

"The term 'Fedor&l project ' shall moon " project a ided or f i nanced 
in whole or in J)l\rt, by tho J''edorl\l Oovorrunont, whore ou.ch Oovern­
acnt roaorvoa tho ri~t to r.pprovo or auporvloc tho construction or 
opcrP.tlon of tho project . 

·~o t err. 1non.Fodoral project' ot~l 11100n ~ project other than o 
Federal project . 

"9• Tho term 'bonds ' nhnll include no to a , dobonturoa or other l'lrl tton 
evidences of 1ndobtednose. 

"10. Tho term ' mertgl\40 o ohnll include do<d8 of trust, bulldin~ nnd lo!ln 
contrP~ts or other i net rumcntn crcl\tlng n lion. 

•u. Tho term ' real property' she.ll I nclude landa, lands under vntor, 
structures, and nny Alld P.ll Cl\ooo~nta, frnr.chiaos IUld incorporonl 
herodit:uoonta Pnd ovory eotl\to 1\lld right there in, logsl ~.nd oquit­
~ble, l ncludlnc terns for y~~xa ~nd liona by mny of judgment, 
morte-~c or othorvl so.• 

Section 62, 1\S contnl nod nbovo In tho bod,y ot thlo Act , ..,..s nmondod by 
Section 2 of ChApter 218 , Lnwa of 1~38. 
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l t Tho torm "outhority" ahnll IliON\ a aruniotpnl housing author! ty 

oatnbli shod pursunnt t o thh nrticlo by 1111¥ county, city or first cloao 

villngo of tho SU.te. 

2 . 'l'he term 1 bo..rd1 ahl\11 1081\ll the Stnto bonrd of housing. 

3. 'The tct'lll 1 arun i c iJ)('.li t y" sh!Ul 1!:01\n tho count;y , city or fira t 

clr.u village oatoblhhtng tho nuthor i ty. 

138 

3-n. Tho term "county" 11101\lls n county not 11holly included ~tithin " 

3-b. Tho tol'l:l 11 11\'\yor• 1\l.so Includes tho JIW'yor of n first clnaa 

vill~~gc establishin.; tho P.utho r i ty. 

3-c. The term "villngo• means n vtllngc of tho first clnoo ne 
.. 

dofinc<i. In tho villf\80 lAw. 

3-d, The t um 11 locnl l ogtsln.tivo '!>ody" (a) i n n c ity, monna tho ., 

locr.l logisl~tivR borrd or body of ouch city aa defined in tho city homo 

rulo la«: (b) in n county, ooans tho bor.rd of auporviaor s or other logia­

lnti~o &ovcrni ng bonrd o r bo4y o f such county, r~d (c) 1~ a vtllngo, 

moons the be~ ot trua t ooa of the villngo. 

3-o. The t orm •county oxecutive•.monno tho ch"irmnn of tho bOI\rd 

of ouporvisoro or ot her ndminiatrntivo hond of tho county. 

4. Tho term 11 CO"J)tr ollor" shAll M!Ul tho cor.rptrollor in cl t1oa 

hnving a ccr.rptrollor . In c1 t1os, coWlt1ca nnd villngoa b.-,vtng no cor.rp­

troller is shnll CIONI tho chlof finNichl officer of auch IIUI>ici)l<Uity. 

5. Tho t erm •stnto• ahl\ll ocM !lew York State. 

6. Tho tom •aovornmont• slmll include t ho Stnto ond t ho J'odorl\1 

~vornnent Rnd Rn7 aubdiviaioh , agency or inatruoontnl i ty, corpornto or 

otbor11iso, of ei ther of them. 

5 
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7 . The term • area• ehall 11111an a aect1on of the municipalit;y ll'herein 

the av.thorit;y tlnda that unaanltar;y or eubatandard housing conditione 

oxiat . An area ma:r include land whether improved or unimproved, and . 

buildingo or improvements not in themselvoa unsanitar;y or subatnndard, 

the inclusion of lfh i eh h dee.aed neceuar;y b;y tho authorit;y for t ho 

effoctivc clearanco, roplamdng or rcconatruction of the section or az;:r 

part th9roof. 
4 
-a. Tho torm •projoct• ahall 100nn n plan or undortcld nc (c ) for 

tho clearance , replanning, or roconatruction of ILil area or nroos, or 

part or parte thereof and/or (b) for t ho providing for pcruona of lo" 

incoco, of housing necocmod4tions in nny aoction of the ~~cipelity , 

whether or not auch aoction hos unsanitor;y or substandnrd housill,l con.-

ditions. Tho t orm sholl include t ho lands, buildings ond improvotlOnta 

o.equirod, o\mod, conetructod, mc.nagod or oporntod horoundor , to pl'O vido 

.! 
Subsection 8 of Section 62 was amended by Section 2 of Chapter 310, 
LMa of ll~m Tor:C , 1935, effective April 5 , 1935. 
~hia section, ae then amended, read e.s follo"• : 1The teno 1projoct 

1 

shall cea.n a plan or undertsldng (a) for tho clearance. n;plonni:l(l o or 
rcconatruetion of an area or areas, or p&rt or po.rta thereof end/or 
(b) for tho providing for persona of lolf ineomo, of houaing nccoll11:10do­
tio~o in nny aootion of the city, \Thcthor or not auch section r~a unanni­
to.l"J o~ substnndord housiD~: eonditionn . Tho term shall include tho 
lnnds , building a aDd improvement a ecquirod, owned. constructe~ . • niQJ\aged 
or operated hcrou.ndor , to provide d"olling occommodetions for poroona 
of lo" income, and aueh stores. offices ond othor commoreicl or nonhoua-
1na foeilitics as well as social , recreational or comaunal feellitioc , 
as cay be doomed b7 the euthorit;y t o be incident al or appurtenant to 
aueh plan or uDdertaking. 

"The term IJ'ederel project t shell 1118&:1 a project aided or financed in 
\thole or in pert , b;y t ho l'odoral Government, \Thoro such (l-ovorncont 
::.-oaol-vce the right t o opprovo or auporviao tho oonetruction or operation 

of t ho projoct . 

"'l'ho to;,. ' non-lodorcl p roject I shell moM e project other t ho.n o l'odorcl 

project . • 

Subsect i on 8 of Soction 62 , as eontl'incd ol>ovo in tho · body of thia Act, 
lfaa =ended b;y SocUon 2 of Chapter 218 , Lo,. of 1938. 

6 
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d~roll1ng &CCODilladatiou for poraou of low incomo, &nd INch storoa, o~­

f1cos and other commercial or nonhouaing facil1tiea &a well an aoc1al t 

recreational or co-mal facilities, aa me<~ be deemed 'b7 the author1t;y 

to be incidental or appurtenant to INch plan or undertaking. 

The term 1 leder&l project• sh&ll ..,an a project aided or financed 

in "hole or in part , b;y the federal Government, whore such ~1)vornment 

roaervea tho r~e;ht to trpprove or supervise tho co:atruct1on or oporat1on 

of the project. 

The t'orm ·~on-Federal projoct• eh&ll mean n projoct other than n 

:Fodor a+ project. 

9. The term "bGDds" shall include notes, debentures or othor writ-

tan evi4ances of indebtedness. 

10. The term "mortgage" ohall include deeds of trust, building and 

loan co11tracta or other instruments cr eating a lien. 

11. The torm "ra&l property• shall include lands. lands undor 

water, otructuros, and any and all oaeemente, franchises and incorporaal 

horeditar<lonts and avery oatato and right t hcroin, lngal and equitnble, 

including, torme for :roars and lions by '!ftX1 of judgment, mortgngo or 

otherw1te • 
5 
-12, "Obl1e;oo• shall include an:r bondholder, trustee. or tru.steea 

for aey bondholders , aey lessor damhing p.roperty to an author1t;r used 

in connection nth a project or any aee1gnee or auigneaa of such lesaorllo 

intoreot, and the :federal Government , .men it is a party to a:J1!f contract 

with tte ~thority. 

& . 
Suheaction 12 wu not contained in a..ptar 4, X....a of BetT Tork, 19M· 

It was added b;y Section 1, a..ptar 310, Lawa of Bft Tork, 1935. 

7 
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~ 
Sec. 63. l:atablishr.>ont and ort;anhation .!J!. aut!>oritios. 1. A::J 

aut hority moy be eetabliahed by a county, city or first claos village 

upon (i) the passage of a resolution by tho local legi slative body 

6 
- ?rior to boi~ aoended by Sect ion 3 of Chapter 218, Lnwe of 1938, this 

section road as follo"s: "Sec. 63 . Eatablishmont and orgt\I>iznti'>n of 

:wthoritioa . 1 . An outhority moy be estnblishad by o city upon (i)tho 

pnaooeo of n r esolution by the local l agislotivo body aa dofinod in tho 

city homo rulo lal'J, o.uthori zing tho establishment of o. housing authority 

o.."ld d1 rcctin,; t ho mo.yor t'> 1'1le n cortificnto t herefo r: (11) tho filing 

b;r the oo,.vo r in t ho offi ce of . tho board , o.nd n duplioo.to in tho o.fficc of 

tho S ocrotnr:,· of Sto.tc , of o cort1t1=ta signed by hlo and sot tine; forth 

(a) the name of th~ o.uthority; (b) the ~· of tho monbero and thei r 

tems, specifying l'lhi ch member ie chairman; and ( o) a copy of tho r.fore­

sald resolution. 

"2. An author it :• shnll CO!Uiist of five rnember s app<> inted by t ho :no;ror 

a."ld ilc sho.ll desigrute tho first cho.irotU>· Not core thnn 0:10 of tho oem­

ocr: ~ be n city officiol . In the ovont that o city o!ficinl shnll bo 

"·PP"i:-ttcd o.c o. aonber of en authority , nccopto.nco or retontio;t of cuch 

o.ppointme:\t aholl not b o door.~od a forfeiture of h ie office, or inco"!l"ti­

blo thoro\lith or o.ffoct hie tonuro or coaponsotion in o.."\y "llY• l'ho tom 

of office of a nenbor of nn outhorit7 uho ie a city official shell not 

De. affected or curtoiled ~ the e xpiration of the tero of his cit; office. 

"3. l'he combers uho are first app<> inted ahnll be designated by tho ma;yor 

to cerve for teraa of one , ttro , throe . f our end fivo ;year&, reapoctivoly, 

free t he dato 01' their appoint oont. The1·oa:ftor, tho tero of office shnll 

oo fivo yoaro . A oonbor ahnll hold offico until hiu succoasor hoa boon 

appointed end haa ~ualified. Vacancies othe r thllll by reauon of expiratioll 

of to~.a ahnll be filled for the ~irod tero . Three uo~era shall 

conot ituto o. ~uorua. Tho myor shall file "ith t he board o cortifioo.te 

of tho appointoent or ::enppoint;:,ont of ony aeober. A aoobor shell r eceift 

no co~:~pensotion f or his services but be shall be entitle d to t ho necesaary 

eJt)lenaes, includin& travelli lll: e:rpenses, i ncurred i n the dischl'.:;:e of hie 

duties . An authority may delegate to one or more of ita aconta or eo­

Pl9YOe& such po~ero or duties as it mny deom proper . 

"'• The ma;yor ma;y rOl!lOve a c:eJ:Iber of tho authority for ineffici oncy, 

no;;loct of cluty, or misconduct in offi ce, but ooly after tho coobo•· shall 

have '\>oen given a copy of the chargoa against him and an opp<>rtunity to 

bo ho!U'd in person or by counsel in his otm dofonao. In tho avant of ro­

ooval , tho C\IIYOr ahall filo in tho office of tho board a r e cord of t e o 

p rocoodin& a togothor with o copy of tho charges mado againat tho nc:Jb<>r 

and his findlnga t hereon. Pondill& tho dotorminotion of charco• or.oinst 

o DC!lbor, t ho =;{or ""'¥ suap<>nd him fro., office. 

•s. An outhori ty ahall file lYith the board and with t he city"' copy of 

any bylalfa , rules and r esu}otionu and ~ondoent a thereto adopt ed oy it 

froo ti:::~e t o ti ne . • 
8 
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e.uthor1zill6 the eata.bllahment of a. houa1116 authority &lid ~reetlll(l the 

tlll,YOr of the city or village, and In the ea.ae of count l ee, directing 

tho county execut i ve to fllo a cortltlcnto there for: {il) t ho filing 

!42 

by tho ~or or county oxocutivo in tho office of tho board, and n 

duplicnto In tha office of tho Secretary of State , of n oorti:flento 

slcncd by hlo and act t1116 forth {n) tho nnoo of tho author1t7; {b) the 

nuoqa of tho ooabors and their torN. opoelfrlng which DODbor iB chc.ir­

nnn; ~ {o) a copy of the aforesaid resolution. 

2. An authority shall consist of five nembers appointed by the 

cayo:- or count)' executive, u the cue ~ be, and he shall doalane.te 

tho first chni=• Not roore than one of t he meobors mey bo an of1'1cial 

of tho r.runieipnlity. In the event that 8J\ official of the aunicipelity 

shell bo appointed as o. member of tho author! ty, o.ccopttlllco or ' ·etent ion 

of oucil appointoent sbe.ll DOt be de8l'led a forfeiture of his otflco, or 

lncottpatlble therewith or affect his tenure or compensation In o.ny 11cy. 

'rho te>-o of officii of " meober of an authority abo Is an official of the 

cunleipallty shall not be affected or curtailed by the expiration of 

the torw of his office. 

3. '!'he oemb ers l!bo are first appointed shall be doslt;no.tod to 

servo for t oms of one , t~. throe. four ond five years, rospceti vOly, 

froo tho da.to of their appolntncnt. 'rhoroaft er, tho toro of o!flco 

Ghall bo five years. A mottbor shall hold oftico until hie aucccl8or 

9 
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h<ll) boon appnintod and baa quoliti od. Ve.canciea other than ~ ro4.110n 

of oxpirntion of torma ahnll be fillod for tho unoxpir ed torn. 'l'hr.lo 

no!lbers ahnll constitute u quorum. 'l'ho aqor or county oxoauti vo ahall 

file "ith t he board a certificate of t he appointcent or the reappoint­

ment of allY meober. A ce::~ber shall receive no coopenaation_for hio 

services but he shall be entitled t o the necessary axpeneea , including 

trovellng expenses, incurred in the dischare;e <4 hia dutias . An author­

ity ~ del agate to one or r:rore . of its a&ente or ecployoee such po"ora 

or dut~cs aa it cay deBD proper . 

4 . 'l'ho DIIJ'Or, and in t ho caao of Clluntioa, t ho ~unty exocutivo . 

ooy renovo e. ooobor of t ho authority for inofficiouey , noalcct of duty, 

or lliaconduct in offi ce, but only after the I:ICDbor ahall have boon givon 

u copy of t ho che.r~;os against him and an opport unity to bo hoard ~~~ 

person or by counsol in hie o'"' defenso . In tho ovent of removal , tho 

ooyor or county oxocuti ve shall f llo in tho office of the boord n rocord 

of t!to procoodinga t ogether rith a cow of the chargos :>ado against tho 

nonbor and his findings theroon. Pondi ng tho dot orainotion of chargee 

agninst a acber, t he ce,.or, ond i n the caae of countiea , the county 

exccut~ve cay suspend bin fron office. 

H3 

5. An authority s!ulll file rith the board and with the au.nici­

pality a copy of 8JlY byle.\Ys, rules ond r egulations IWd acendmenta thereto 

adopted by it free tice t o time. 

10 
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6. The territorial Ju,riadiction or an authorit;y eatabliohed by a 

county ahall include all ouch county, except that euch territor ial 

Jur1ad1ction ehall not include any territory that Hee within the 

boundaries of any cit1 or rlret-claaa vllla&e. whether eu~ city or 

village baa or hao not eatabllohed an author! ty, Ullloe a t he local 

logielati ve body or such city or flrat-claaa village ahall b;r proper 

rooolution consent to tho inclualon of tho city or f1rst.:.Cln90 village 

"ithin tho t,rritorial Jurisdiction of su9)t county v.uthorl ty, 

7 
Soc. 64 , Officore .!!!!! Ol!!!!lo;yeoa . 1 . lhon the offi ce of tho first 

cl!.nirma.n of the author! ty becooes vacant, the e.uthori ty ahnll &elect 

n chairman from among ita members . An aut hority ahall aelect !roJ:> 

'1. 
Prior to being amended by Section 3 , Chapter 218, Lo.wa of 193a, · ~hia 

section read as follows: •sec. 64, Officers~ emplorees . 1. When 

tho office of the first chai roo.n of t ho authority bocomea vacont , t he 

outhority aholl aoloct n cho.irmo.n from 8lllOJlC its memb er s . An authority 

ohall eoloct froo amon,; its mmbers n rlco-ehnlraan, nud it :>c,y o:oploy 

c aecrotnry, l'lho shall be executive di rector , technical experts nud auch 

othe~ offieero, ngents nud empl o;yeeo, permanent nud t01:1po rary, o.a it may 

roquiro , and aball detormina their quali ficntiolll, dutiea and OOJ:lP8111&­

t ion. An BUthority I!JlJ::f call upon the corporation counsel or chief law 

offi cer of tho city for ouch lo;:ol eorvicoa ao it m;J roquiro and it 

eholl rolmburoo tho city for tho coat of ouch sorvicoo , or it I:IO,Y employ 

i ta orru counaol and legtll ato..tf, Tho secretary, and OZl;1 couzu:ol and 

nssistnnt nttornoys coployod by nn authority , shall be in tho oxocpt 

~a of tho civil sorvio.o. 

"2. No member Ol;" employee of e.n o.uthori ty ahall acquire ~ interest,. 

dir-ect or i ndirect, i n a proJect or in erq property then or tho1·oatter 

included or planned to be includod in n proJect, nor retain OZl;1 intor­

ost, d irect or indirect, in &QY property ecquired eubsequently to h~e 

appointment or employment which is leter inoluded or to his l<no1Yledco 

ple.nned to be included i n a proJect , nor ehal1 ho baYe erq intor eat • di­

rect or i ndiroct , in &QY contract or proposed contract t or ~~~~>toriol o or 

aorvicoa t o be furnished or used in connection with OZl;1 proJoct . If OZl;1 

acahor or emplo;yoo of a%lT authority own• or oontrola an intoroat, direct 

or 1udiroct, in any pr Qport;y i noludod in erq proJect , which "II &a acquired 

pri or t o hie appoint mont or omploymont , ho ehall dieoloao au'* intoroat 

lllld tho dato ot ncquiaition thoroo! i n .,.rltinc to the authority and web 

disclosure aholl bo ontorod upon the l!linatoa of the authority. • 
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acollb ito members a Tice-cb&ii'III&D, &114 it ~ employ a secret~, 1rho 

aJw,ll be executive di rector , t echnical exports and auch othe r officers , 

ll6onta and employeoa , permanent and temporary, ae it may requlre , &114 

shall determne thei r que.liticationa , dutioa end compe1111ation. An 

authority may call upon t ho co1-poration counaol or chiof len officer 

oi tho llllUllcipality for such l<J6al aorvi coe as it me.y roqulro end it 

shall roicburao tho cunlcipality for tho coat of such so~cos , or it 

mey omploy its o...n counaol a.nd logal ato.ff . Tho aocr otarJt c.nd oroy 

counaol nm assistant nttorneya 8111J)loyed b7 an authority . ohall be in 

the ox00pt clnss of the civi l servi ce. 

2 . No oer.~ber or employee of c.n authority shall acquire any inter­

est , direct or indirect , in a project or in any propert7 then or thoro­

after included or planned to bo includod in a pr oject , nor rottlln oroy 

interost , diroct or indirect , in any proporty ncqulred aUbsoquont ly 

to hio appointcont or ocploynont trhich 1a lotor included or to his 

knol"Vlod.go plnnnod to be included in n projoot, nor shall he havo oroy 

inte rest , diroct or indh·oct , in c.ny contract or propoaod contrcct for 

Datori~s or eervicea to be furnished or uaed in connection trlth o:JlY 

project , I f any member or emplo7ee of any authority owne or controls 

a:l interest, direct or indir ect , in any proporty included in any proj­

ect , trhic:h 1raa acquired prior t o his appointment or employment • ho 

shall discloao suoh interest and the dato of acqui siti on thereof in 

trrlt1Jl4 to t he authority .end such dieclosure shall be ontcrod upon tho 

minutoe of t ho authority. 

12 
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a, 9 
- -Sec. 65, Loans and J)Nl!l!!l>te ,& ~~~~micipality, 1, .1 IIIUirlcipo.lity 

0"11 adYance, land or acrae to lelld to an authority, or it ~ pa:t or 

agree with an aut hority or goYernment to pay to an authority , without 

reimbursement by or liability of the authority or goYernmont therefor, 

such aums aa the authority may require tor its administrative expenaos 

! . 
This aection aa contained in Chapter 4, Laws of 1934, r eadc as follows: 

•soc. 65 . Advances ,& city, 1 , A city may advance t o an authority 

such sums as may be necessary tor the pa:tment of ito expenses and the 

acq~aition of optiona upon real property, SUch advances ahall bo roim.:. 

buraed by the authority to the city as tuads of the authority are avail­

able . The 1>m0unt of adYances outstanding nt any one tiao chall not 

exceed five hundred thousand dollars by n city of more thon n million 

i~itants , or two hundred thousand dollars by any other city, 

0 2 . A city may mnke such advances out of any fullds avnilnblo for thot 

purpose or it moy direct tho comptroller t o issue and eell special 

rovonuo bonds or other aimilar obligations of tho city and out of the 

procooda tho roof to mnko such advnnces . Tho 1>m0unt necoaanry to pny the 

principal and interest of such bonds or other obligations shall be in­

cluded in the eatimatea of monies necessary to bo raised by taxation to 

carry on the business of the city, and shall be made a part of the tax 

levy for the year nm following tho yoar in which such advances aro 

cado. • 

9 
-T~is section was subsequently amended by Section 3 of Chapter 310, Laws 
of 1935, and read as tollo"" : •sec. 65. ~~payments .lll city, 

1 . A city may advance, lend or acree to lend to an authority, or it 

oao· pay or ogree wit h an authority or government to pay to an authority, 

~ithout reimbursement by or liability of the authority or government 

therefor, such aums aa the authority may requiro for its administrative. 

8Xponsea not exceeding one million dollara for a city of moro than a 

million inhabitants , or two hundred thousand dollars for any other city. 

•2. A city mny make auch lonna or pa.ymonta out of any fundo e.voilablo 

for that purpoae or it may diroet tho co~~ptrollor to i,auo alld aoll 

apocinl rovenuo bonds or other similar oblige.tlona of tho city and out 

of tho procoede t horcnf to mako auch loans or ~onta. Tho amount 

noeosanry to pny tho principal and intoroat of auch bolide or other ob­

llge.tiona shall bo included in tho estimtca of monies nocoaaary to bo 

raised by taxation- to carzy on the b~ineaa of the city, and shall be 

made a part of the tax levy for the year nut following the year in 

uhich auch loana or pqmenta are made.• 

Section 65 , ... contained above in the bed, of thh .let, waa aaanded by 

Section 4 of Chapter 218 , Lawa of 1938. 
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no t oxcoeding ono DUHon dollc.rs for a cit1 of r.10re thAn a ~1llion 

illhabitanta, ttoO hundred tho ... and dollars for arJ7 other city, tift~ 

thousand dollars for any county, or ten thousand doilara for any 'Oil-

lap. 

2. A municipa.lit1 may m&lca such loans or ~ants out of any 

funds available for that purooae or it ~ direct the eoaptroller to 

iaaue and aell epecial revenue bond• or other similar obligation& of 

the ounicipality and out of the p r oceeds thereof t o make such l oans or 

~onto. !he a=ount necessary to ~ the orincipal and interes t of 

such bonds or othor obligation& shall be included ln the oatimatoa of 

monies neceuary to be raised b7 t axation to carry on the lr.J.sineoa o f 

tho municipal1t1 and ahall be mnde a part of tho true levy for tho year 

next f ollowing the year in which such loano o r p~onts are made. 

10 
-=sec. 56. Powers of authority. An authority' lhall conotituto a 

body both corporate and politic. It shall havo tho following power• 

in addition to o t hers heroin granted: 

10 
-Prior t o boing anended b7 Section 5 o f Chapter 218, Laws of 1938, thio 

section rend aa followa: •sec . 56. Powera 2f authority. An authorit1 

nhall constitute a body both corporate and politic. It &hall have the 

following nowera tn addition t o othora heroin granted: 

147 

"Tb investigate into living and houoi ng conditione in the city and into 

tho meana nnd method& o f impr oving auch conditi one; to deta.,.ine where 

unsanitaz-1 or aubatandard ho ... ing conditions exht; to atud,y and ll8ke 

recommendation a concerning the city plan in relation to the problema of 

Cle8J'inf:. r eolanning and reconatructlon of areas and the provid.ing of 

boua1ng acco;....,utiona for peraons of low i ncome , and to co-oper ate with 

an;y city or regional planning apncy; to prepare , carry out nnd operate 

pr ojecta; to conotruct, recona truct, improve, alter or repai~ or t o pro­

vide f or the conatru.ction, roconetruction, improve01ent , alte;:oation or 

repair of an1 project or any part thereof; t o take onr a:rq project 

Undertalcon by any goVertlllont; to act & 8 asent for the Jedcral Oovorn­

De~t in oon.noct1on with a projoct; to arrange with tho city or with a 
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10 Contimll>d 
~vornmont for tho furnishing, planning, replanning, openin6, grading 

or cl osing of etr oots1 rooda, rollliwQJa , all oys or other plo.coa or fae11-

iUoa or for tho GCquuition by the cit y or by o. !l')vornmont of property, 

options or prope r ty rights or f or the furniahing of property or aervicoa 

in connection lfith a project: to leaae or rent any of the hou.a1ng o r 

other accollllllOdations or any of the landc, building&, structure& or 

fACilities embraced in any project o.nd to establ i sh and revise the r ento 

or charges therefor : to enter upon MY buildin~ or propert~· in order to 

conduct inveati~tions or to make aurveya or soundings neeoasary to 
carry out tho purposes of the enthorit:t: to ~eho.ee, lease, obtain o'O­

tions upon, acquire by eminent domain or otherwioe , sell, exehonge, 

tranofer, aaai811 or mortgace any propert y , real or personol, or any 

interest therein ; to acquire any property , real or personal , or any 

interest thoroin from any person, tlrm, corporntion o r govornment by 

gift, grant , boquost or devise : to own, hold, clear and icprovo pr operty: 

to insure or provide for the insurance of the property or operations of 

the aut.'>ority ag&inst uueh riaks as the authorit:; may d~em od.rteable: 

to borrow money upon ita bonds, notes, debo:1turoa o;· other evidences of 

indebtedness and to seeuro tho samo by mortgogoe un,on propert y hold or 

to be held b;r 1t or by plodgo of its r evenues, or in any othor manner: 

to limit "by cont ract, tho oxorciso of any powore of tho authority gTantod 

in this articlo: t o invoat any funds hold in roaorws or sinldns funds, 

or any funds not roquirod for i.=adiato disburaomont in property or se­

curities in which sa.vin&e banks may l egally invoet funds <Nbjoct to their 

central: to suo a:1d bo auod: to havo a soal lll'ld to al tor tho oamo at 

ploo.auro ; t o ho.vo yurpotuo.l succession: t o make and execute contracts 

and other instruments nocoeeary o r convenient to tho exercise of the 

powore of tho authority; t o make and froa timo t o timo amend and ropaal 

"tql:>wa , ruleo and rogulr.tiona not inconsistent with this article to 
carry intn o!foct tho -oowora and purpoeoe of tho authority; to conduct 

~xominations and invcotigntlons o.nd to hanr t estimony o.nd t~to proof 

under oa t h o.t public or privat e hoarin«s on any m:>tt er m~torinl for i t a 

lnformntion; t o iseuo eubpoono.s r equi ring tho nttondonco of ~tnaasos 
or the production of book• c.nd !)tii>OU nnd to isaua C<'lJ:l!:lisslon• for tho 

oxcolnation of witnossoe who nro out o f the State or unable t o ottond 

before tho outh,rity, or oxeuead from nttand.~co : o.nd t o do nll things 

nocosanry or cnnveniont t o co.rry out tho powora gi'/on i n thio o.rticle. 

Any of the invoot i ga.tions or examination• provided for i~ this article 

""" be conducted by t he authority or by a eo!:IIDittee appointed by it, 
eona1sting o! one or oore megbers thereof, or by counsel, or ~ on of­

ficer or employee specially authol'ited by the authority to conduct it. 

M.y member of t he authority , i ts eounoel , or any puraon doai•.}Ulted by 

it to conduct o.n inveatigation or examination ahall have power to ad­

" iniate r oat hs , ta.lce affidavits and iuue subpoonao or co,.,iaeions." 
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To inves tigate into living and housing conditions in tho county1 

c ity or village and i nto the meana and methoda of 1arprov1ng auch eon-

ditions; to d.eteroine .mere unsanitary or aubatandard houaing eondi-

149 

tiona oxiat; to study and moko recollllllandationa concerning tho municipal 

pltln in relation to tho problema of clearing, replanning :u14 reconstruc­

tion of aroao and tho p roviding of hauling aceo111110d:>tions for persona of 

l ow income, and to co-operata wi th any municipal or regional plnnning 

ogoney; to propnre, co:rry out 4Dd oper ntc projects; to conotruct, rocon-

a truct, icprovo , alter or r opnir or t o provide for the cons truction, re-

construc tion , imp rovement, alter ation or rapair of any project or nny 

p<U"t thereof: t o tllke ove r any project undertaken by any govonmont; to 

act as ngont fo r tho rode re>l Govarnlllont 1n connection with n project: 

t o nrrnngo with tho county, city o r villo.gc or with n government for 

tho 1'urnishill8, pll>llni"«• rcplannill8, ope ning, gro.ding or cloaing of 

s t roots, ro~~o , roadw~a , alloys or o ther placoa or fncili t i oo or for 

tho nc~uisition by tho municipality or by n government of property, op­

tions or propert-J riR>t• o r for the turn1sh1118 of property or aerrtcaa 

i n connection with a project; to lease or rent anY of the housing or 
~ 

othar accommodations or any of the lands, buildings, structures ...r fa--

e1i1ties embraced in any project and to establish and revise the renta 

or charges therefo r: to enter upon any building or property i n order to 

conduct inveatigationa or to make eurveya or soundings necessary to 

carry out the purposoa of the 81lthor1ty; to purchase, leaae, obta1n op­

tions upon, acquire by eminent domain or otherwioe, sell, exchange , 

transfer, aeaisn or mortgage any proportr, real or personal, or any 
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interest therein; to acquire any property, real or ~crsonol 1 or ~ in­

toroat therein from eny poraon, 111"11 , corporation or goTornz:tont by gift, 

grant, bequest or deviao: to own, hold, clear and illprovo property; to 

inauro or provide for tho insurance of tho property or oporotiona of t ho 

authorit y asoins t ouch r ieka c s tho authority may doom odvisoblo; to 

borrow 110ncy upon ita booda, not es, debentures or other ovidcncoa of 

indebtedneea and to secure the &lillie by 1110rtg~es upon property held or 

to be held by it or by nledge of ita revenues, or in any other manner: 

to limit by contract , the exercise of any ~were of the authority 

granted in this article; to invest any fuoda held in reeervoe or sink­

ing funds, or any fuods not required for iaunedie.to disburoooent in pr o)l­

¢rty. or aeeuriUoa in which savings banks 111a1 legally invoat fuoda sub­

ject to their control: to suo and bo euod; to hove o seal ond to oltor 

the aaae at pleasure: to havo perpetual euccossion: to moko and oxocut e 

contracts and other instruments necoosory or convoniont to tho oxorciso 

of the powera of the authority; to aake and from tille t Q tille emend and 

repeal byl aws , rules ~~d regulation• not inconsistent with this a rticl e 

to carry into effect the powers and purposes of the authority; to eon­

duct examinations and invostigo;iono and to hear t es timony ond take 

proof uoder oath at public or private hearings on any oatter oaterial 

for its i nformat ion: to ieaue subpoenas requiring the ettondnnee of 

wi tno ... es or the production of books and papers and to issue co=iaaiona 

for the examination of witneeaes who ore out of tho St~te or unable to 

attend before the authority, or excu.ood tro11 att endance: and to do all 

thincs neeoesory or con• oniont t o corry out tho powors given in this 

arttel o. ~ of tho invoatigotiona or o.ualnat iona proridod for in 

17 
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thit o.rtielo me,y be colldueted by the authority or by a. comittee a.p­

po intod by it, consisting of one or ClOre Clembero thereof, or by coun­

sel, or by an offi cer or e=ployee apeciall:y authoriled by the authority 

to conduct it. Any member of the authority, ita counsel, or any person 

dUlfPlated by it to conduct a.n i.nveetigation or exal:lination shall have 

power to admtniator oa.tho, take affiduits aDd iuue subpoena• or coD­

C>iBaions . 

See. 67 . Powers and duties of ~· '!be board shall collect aDd 

diatri bute tnfomation relating to tho administration pt houling author­

ttioa and to the construction, maintonance and operation of projects. 

'!be board shall 1\llk"Cst a.nd aaaht to tho prepa.ration of legialatio? 

rolattng t o houeing authorities aDd their f'unettono. 'l'be board De.Y, 

in ita discretion, prescribe methods and fo~s for keeping accounts, 

records aDd boon to be uood by on authorit:y. '!be board mo,y require an 

cuthority to file periodical reports not oftener than quarte rly cover­

ing its opcrc.ttona and activities in a form preaeribed by the beard and 

co,y, from ttao to tice, require specific c.nswera to qucot1ono upon which 

the beard me.Y desire tnfomation. J'or the purpooe of gatheri!'« informa­

tion to enable the formulo.tion of suggestions for legislation, the 

board ma;y require an author! ty to subotlt additional info=a.tion relatinc 

to the condition and affaire of an authority, its dealings, transaction• 

or relationships. 

See. 68, Projecto. An authority ahall tUe w1 th the beard a cop;y 

ot eo.ch propooed p roject embodying the plans, layout, estimated coats 

and proposed uthod of ttoancing. 'lhe board shall with rea.aonable 

Prooptneea tran•it to the authority ito er1tie1omo and wgceotions. 

io 

• 
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J,ny change made in the project ohall be filed w1 th the board by the au-

thority. At o.ny time, upon request of tho authority, tho board ahall 

ouboit to the authority ita criticisms 6Dd IUB«estlons nth roforence 

to 2ZI:I ch&n&O in tho project. 

11, 12 
- Soc. 69. Acguhition .2f property. l. llhen en authority baa de-

tominod that unsanitary or substandard houli~ conditions oxiat in a 

aoction or sections of the municipality, it may secure options on real 

-..,is section na cont&lned in Cbnpter 4, Le>ra of 1934, ronda "" t'ollowe: 
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"Sec. 69 . Acqulsi tion of prooerty. l. llhen en authority has determined 

that unsanitary or substandard housing conditions exist in a section or 

sectiona of the city, 1t may secure options on real property in aucb 

nreas or elsewhere. llo nuthority mq purchase or condemn o~ oblijtate 

itself to purchase or condemn real property except in connection with a 

project "!'Prowed, if a Federal project, by the J'ederal Government, or 

1t a non-Federal project, by tho ~~~r and by the comotrollor of the 

c ity. But an authority may purchase or oblignte iteelf to purchnao opo­

cific r eal property for proposed project& prior to such approval 1f such 

purchaao is consented to in wrt ting by the Fodoral Govornmont in the 

case of a proposed JOderal projoet, o r by tho mayor and tho comptroller 

in tho case of a proposed non- Federal p roject. 

"2. A city or government may, upon such terms 111 it 1116)' doom edviaable, 

grant , ooll , convoy or l oaac o.ny of ita property to an authority, or 

render aorvicoa or provide and maintain parka or other facilities 3dja­

cent to or in connection with a project. A city may ontor into an ~o­

mont with an authority t o opon , closo or chango the grade of_ streets, 

roods, roadways, alleys or other placea, to change the city oap, to pl&ll, 

replan, zone or rezone any section of the city. All)' statuto, charter, 

local law or ordinance to the contrary notwithstanding, any grant, sale, 

conveyance or lease may be made by a city or government to en authority 

without appraisal, public notice, advertisement or 9ublic bidding, for 

such price and in the ease of a loase for such rental or term a& may be 

4oo:od advisable.• 

12 
~is section was aubaoquontly amended by Section 4 of Chapter 310, Lawa 

of 1935, which r onda ,.. follows: •see. 69. Aeguiaition of orooorty. 

l . llhon an authority hna detominod that unsanitary or aubatandard 

housing conditions oxiat in a section or sections of the city, it may 

aocuro options on real property i n such o.roaa or elaewbero. lfo author­

ity may purchaae or condemn or obligate itself to purchase or condemn 

real property except in connection with a project approwed, if a federal 
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p!·oper ty in such o.reae or elae"f!here , No authority me.y purchuso or con-

domn or obliga te i tsel ! to purchase or condeiiiD r eal pr oport:· except in 

connection with a pr oject approved, i f a Feder al project , by the J'oderal 

Govcrn:oont, or if e. non-Yodcral project, by the cayor , and in cnse of 

countioo , by tho count y oxocut ivo, and by tho comptrol ler of the munici -

polity. But an author ity may purcho.ee or obli«ato itself to purchaee 

specific real property for proposed p rojects prior t o such &9J)rovnl if 

12 Continued 
project, by the Federal Governmen t , o r if a non-Fede ral project, by the 

" IIYO r and by the cocpt roller of the cit;y. But an RUthority CIQ;y purchase 

or obligate itself to purchase specifi c real property for proposed p roj­

ects T>rior t o such approval it such purchase 1a conoentod to in wr l ting 

l>y t.oe Federal Gova rncent in the cue of a prooosed Federal )>reject , or 

by the mlllfor o.nd the comptroller in t he case of e. proposed non-Fedotul 

proj ect. An authority ae.y, with tho al)proval of tho Federal Government, 

l oaso o r acquire by purchase, e2inont dooain or othorwiso, any property , 

roal or po,·eonnl , ohich 1t mo,y deoe~ necease.ry for any project or housing 

J>lllD or undertaking of tho 7oderal Government, and me.y , upon such terms 

nnd conditions as it me.y doom advisable, with or without considorntion, 

l caao, transtor, assign, convoy , or dolivor &uch proporty or yonseseion 

tho~cof to such govorru:~ent . 

"2. In connection wit." projects located ~!thin thoir roapoctivc t orr i ­

torio.l boundo:ics , a cit;y or gt>vc n=ent me.y, . upon euch terms, with or 

111thout consideration , ns 1t me.y doom advisable , grant , oell , convey or 

l ease U-lf of i h p roperty to an authority or to a govcTIU:Ient, or render 

servicen or provide and maint ain parkG, aewage, or other f acilities ad­

jncent t o or in connec tion with a project . A city may enter into an 

"&l''ecen t 11'1 th on authority or a governaent, upon such teres as it •hall 

determine , with or withou t compensation to open , pa ve , install , clooe or 

chanj:e the grado of streets, roads , roadways , alleys , sidowalka , or other 

places , to change the city aep, to pl3D, replan, ~one or rezone a.'l.Y ooc­

tion of the city . In connection with the exorci se of thio po~er a city 

"'~ • it if dooms advi sable , incur the enti re orponoo or AnY such 9Ublic 

icprovomenta loc<>tod within ito t orr! to rial boundaries w1 thout nsso .. -

~ont ngoinst nbutting proport;y owne r s . An;y stat uto, charter, local l<>W 

or ordinance to the cont razy notwithstanding, an;y grant , sale, convey­

ance or leaoe mey be made by a c ity or government to an author! t y or 

go•eTIIl:lont, in connection with a proj ect , wi thou t appraiaol , publi c no­

tice , edvertioement or publ i c bi dding. • 

Section 69, u contained above i n the body of thh Act, was noonded by 

Section 6 of Chapter 218, Lawa of 1938. 
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IIUcb !)Urcbo.ao 1a consented to in writing by the h dere.l Government in 

the ce.so of e. proposod hdor&l project, or by the ae,yor or county ex­

ocutho and tho cocrptl'?ller in tho ease of a propoaod non-hdor&l proJ­

ect . An 1111thorlty aay, with the ~rov&l of tho J'oder&l Government, 
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loaso or acquire by purchase, eminent domain or othorwiao , any propert y , 

r eal or personal , which it may de om neeoaaary for any proJect or housing 

plon or undertaking of tho J'odoral Oovornmont, and may, upon 8UCh terma 

~~d conditione as it may doom ~vieo.blo , with o r without consideration, 

lease , tranofor, o.saign, convoy, or deliver such property or posseaaion 

thereof to such government. 

2. In connection with projocta loeatod within their roapoetivo 

territorial boundar\es, a municipality or governnent may, upon ouch 

torms , with or without consideration, ae it may deem odviseble, grant, 

&ell, convey or lee.ee any of ita property to an 1111thority or to e. CO>'-

ern=ent, or render nervices or provide and maintain parka, sewage. or 

other facilities adJacent to or in connection with o. pr oject . A munici-

pality may enter into an agreement with nn authority or o govornment , 

upon such teroe as 1t shall determine , w1 th or 'wi thout compenaatlon , 

t o opon, pave, install, close or chango tho erode of stroots, rondo, 

roo.baya , alloys, aidewo.lks, or other places, to change the municipal 

mop, to plan, replan, zone or rezone o.ny section of the municip~ity. 

In connection with the oxe rciao of this po"or a IIU!Iieipali ty may • it 1t 

doo~:~s a4Yiso.blc, incur the enUre expenoe of any auch public improve­

Dents l oco.ted within i to territori Al boundarioa wi thout o.esoamnont 

"6ninat o.butting property owners, Any ato.tuto, charter, locnl lnw or 

21 
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ordinance to tho contrar:r notwithstanding, M:f grant, sale , conve:rance 

or lease may be made by a 111U11iCip11Ut:r or &nvernment to an authorit:t 

or goverllllllnt , in connection w1 th a project, without appraisal, public 

notice , advertisement or public bidding. 

13 =see. 70. Eminent domain. 1, '!he power of e111inent doctain ma:r be 

exereioed b:t or for an authorit:t after the adoption b:t it of a resolu-

tion declaring that the aequleition of the propert:r described therein 

is in the public interest and neeesenr:r tor tho public uao nnd that such 

propert:r is included in nn approved project. 

13 
-Prior to beint: oDcndod b:t Section 7 of Qlopter 218 , Laws of 1938, thla 

section r oad nn follows: •see. 70. Eminent domain. 1. ~o power of 

enino~t domain m~· be exorcised by or for on authorit:t nftor tho adop­

tion by it of a r cnolution deelnrin& that the aequioition of the property 

described therein ie in the public interont and nccessar:r for the public 

uso nnd that DUch propert)' is includod in nn m>proved project. 

"2. ~o nuthorit:t mn:r oxorci so tho power of eminent domain purettant to 

th~ proviaione of the condemnation lP w1 th such modificat' ~-• ne are 

in this subdivision two provided. A certified copy of the nuthorit:r' s 

resolution shall be conclusive evidence as to the mattern contained 

the rein in on:r proceeding under the condeanation l aw to acquire the prop­

ert:r or on:r part thereof described in such reeolution . ~e proceeding 

shall be instituted by the presentation of a pet ition by the authorit:t 

to the supreme court pursuant t o section four of tho conda:mation law. 

Tbo petition shall, in lieu of the etatemonts required b:t subdivision 

ono o f section four of said l nw, sot forth tho name of tho author1t:t and 

tho time ond plnce of the filing of its eortifieato, and ahnll in addi­

tion to tho mattere required b:t said section four, atnte tho amount or 

valuation at which oaeb parcel of tho real proport:r to be acquired hna 

boon asaoseed for 'PUrpose• of taxation on the c ity tax rolls for eaeb of 

tho throe years preceding the date of tbo petition, which assoeoed val­

uation in caso o nly p<U't of an ontiro plot in n single ownorahip is to 

bo acquired shall bo prorated according to tho area of the J)Dol't ao to be 

cequired. 

22 
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l:l Continued 
- •llhero it appeara t o tho eatiafaction of tho court, at &n;~ atSGo of the 

orocoodings , upon tho poti tion of tho author!~. that tho public into.root 

Win be prejudiced by del~, the court ~ aftor ouch notice to the p.u-. 

tiu in i n teroot as 1 t m~ prescribe, which notice , however , shall not be 

locs than eight ~· and ~ be by post104 upon thG property or by publi­

cation in such paper or papers at such t imos as the court ~ require, 

order t.'lat t ho authority be perm1 tted to en tor immediately upon tho real 

proper~; described in the potition, or aQy part thereof, and to demolish 

aey s tructuros l ocated thereon , b.nd to pr oceed '111 th the construction of 

t ho project thereon , upon deposl ting w1 th the court a sum of I!IODey or in 

lieu thereof , bonds or obligations of the S tato or the Uni tod States of 

oquivalont or groa.tor value , not loes than the last asaoasod valuation 

of tho pr opor ty , which the court shall find to bo sufficient f or tho pro­

toction of tho persons who m~ bo ontitlod to tho award . SUch deposit or 

tho procoods thereof shall bo applied. ao far as it ~ bo necoasary for 

that purpose, to the p~ent of any aw~~td thot m~ be made , w1 th interest 

tllor eon, coste and expenses, and the resi clue, if lillY• shall be returned 

to tho authority. 

"3. An authorit;r m~ petit i on the city to inotitute proceedings under 

ita chartet•, to acquire property described 1n tho petition which the 

authority haa certif ied t o bo necoao&rJ tor a project . Tho roaol ution 

granting the poti tion ahall aot for th the amount to bo paid by tho author­

ity to tho ci ty for such property or in lieu thoroof that the authority 

shall p~ t o tho city all sums expended or roquirod to l>o expondod by the 

city in tho acquisition thereof, and t ho t1mo of payment ond mannor of 

socur ing p~ont thereof, Md ~ roquiro that tho ci~ shall rccoivo, 

before proceeding with tho acqui sition of ouch property, such ooaurancos 

as to p~ent or rei10bursscent by tho authori~ or other'lliae aa the city 

C8\f deem odviaable, Upon paaeage of a r esolution by the city c ranting 

the petition, the authority shall cause two survey• or mapa of the prop­

erty doscribod in t he petition t o be mode, one of which shall be fi l ed 

in tho office of tho authority and the other in tho office in whioh in­

struJ:Jonta affecting real property in tho ccunty aro r ocordod. tho filing 

of such surveys or mapa shall be concluaive evidence of the acceptance by 

tho authority of the terce and conditions of such resolution . The city 

~proceed under ~provision of ita charter applicable to the con­

dei:Ulation of real property for public improvamenta. When t1 t l o to the 

pr operty ehnll have vested in tho city, it shall convoy tho samo to the 

author! ty upon ~ent br the author! ty of tho 8\1111.6 and tho giving of tho 

aec:ur1 ty requirod by tho l"'solution granti ng tho pot1 tion. J.s soon aa 

t itle shall have vested i n tho ci~ . t he author!~ ~· upon ths authori­

zation of tho ~or, enter upon the propert y taken and carry out the toru 

of tho pr oject with respect thereto. Whenever in conn.eetion with aminont 

dol:l&in proceedings, requiromont 1a =ads 1n ~ ei ty ehartor for tho por­

forcance of an act b)• a dopartmont or officer of tho city, 1t ahall bo 

r egarded for tho purpoaos of this soction as compliance thorowith if with 

tho apProval of tho ""fOr such act 1a porformod by tho author! ty or by 

POI'Bona spocinlly doei gnatod by it, 
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13 Continued 
- •4 , In the caae of a J'oderal p roject, tho authority lllaj'o "ith the ap­

proval of the meyer, request the 1'ederal Government to :;.cquire by eminent 

domain property which the authority baa certified to bo noceasery for tho 

project , 

•s. I n any procoodinga for tho naaoaamont of compensation and damagce 

tor property taken or to bo talcon by ominont dot>ain by or for an author­

It-;, tho fcllowine: provisions ahall bo applicnblo: 

•(a) Evidence of the price and other terms upon any sale or the rent 

reserved o.nd otho•· terma upon any leaao or tenancy relating to any of tho 

property takon or to be tal< on or to any similar property in the vicinity 

l!!'lon tho salo or leasi ng occurred or the tenancy oxiatod within a r oasot>­

ablo tico of tho trial ahall bo admisaiblo an direct examination, At any 

stll€8 of the proceeding, the court or tribunal ~ requ.iro auch prior 

notice to be given of an intention to introduce evidence as to the aale , 

lcasir.g or tenancy of property other than tho property directly involved 

in ~he p;ocoeding and of part iculars relating thereto as it ~:~q doom noe­

oasary to prevent surprise. 

• (b) The deposition of any person, whethGr or not a party, mSV' be 

t&<en pursuant to article twenty-nine of the civil prac tice act, the rules 

ot civil pr actice and the provisions of this aection. Such dopoaition mcy 

bo toko>l upon any qnGstion or h•uG in tho proceodint;o including tho facta 

as to any salo, lcano or tonaney adcieaiblo in ovidonce pursuant to this 

subdivin i on fivo . Tho dapoeition ma1 bo takon at tho inat~~eo of the 

authority or of &Of owner or at the direction of the court, at 11.Df time 

durinG the pondancy of the action or proceeding. At leaet five dqa1 

not i co , or if service is throUGh the aaila, at least eight ~~· notice, 

•~all bo &iven of the taking of tho teotimony , if on tho part ot an owner, 

to tho ru.thority and to all other ownore who havo appoo.rod in tho pr ocood­

ing; 1f by tho author! ty, to all owners who havo oppon.rod in tho procood­

ing, 

"(c) At 8Df ti111e durin& the pendency of auch action or proceeding, an 

author! ty or an own or ca,y apply to tho court f or an order directing an 

Otmer or the authority, an the caso m~ bo , to sho" eauso why turthor pro­

coodingn ahould ::lot be oxpodi tod, e.-.d the court """' upon ouch application 

make an order requiring that the hearings pr oceed and that any other steps 

be token lrl th all poosible expedition, 

"(d) For tho purposes of this article, the award of compansation 

ahall not be increacod by reason of any increase in tho value of the pr op­

erty ceuaod by tho clearance, roconstruction or propoaod c loorlll\Co or re­

construction under this article of tho property or of tho aroa in which 

thG propo1•ty is oituatod. No allownnco shall bo modo for i:provc::~onts 

begun on proport1 after notice to tho owner of such property of the insti­

t ution of the proceeding to condemn such property.• 
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2. The authority 1118\Y exorcise the po""r ot eminent domain puriiU.&Ilt 

to the provisions of tho condemnation lu with auch modification& u are 

in this aubdiviaion two provided. A cortifiod OOP'J of tho authority ' • 

roaolution shall bo conclusivo ovidence ao to the matters contained 

therein in aey proceeding under the condemnat ion l8lr t o acquire the prop­

erty or aey part thereof descr ibed in ouch rooolution . The proceeding 

shall be inetitut ed by tho pr oaontati on of a potition by tho authority to 

tho cupremo court pursuant to aoction tour of tho condaonation l&lr. The 

petition shall , in liou '?f tho atatcmonta required by subdivision ono of 

section four ot said law, sot forth tho namo ot t ho authority and tho 

timo and placo of tho filing of its cortificato, and shall in addition to 

tho m~tters required by aaid eection f our , stat e the amount or valuation 

at which each percel of the r eal pr oper ty to be acquired has been aa­

seaaod for purposes of taxation on the tax rolla of the municipality for 

each of tho three years preceding tho dato of tho petition, which aa­

souod vuluation in caae OZily parl of an ontiro plot in a linglo 

ownership is to be acquired shall be pr orated accor ding t o the area of 

the part so to be acquired. 

Where it appears to the satisfaction of the court , at any atage of 

tho proceedings , upon the petition. of t he authority, that the public 1&­

terost will bo preJudiced by 441-.;r, the court IU\Y attar ouch notico to 

the partioa in interoet aa it '"Sf prescribe, which not i ce, however, shall 

not bo l oss thnn oigl\t dllv'• and mq bo by poating upon the property or by 

publication in wch popor or pepora at ouch tiJoea aa tho court oaa.Y roquiro, 
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ordor that tho 1111thority bo porml.ttod t o onter imcod1a.tel3 upon the real 

property described in the petition, or ~ port thereof, and to demolish 

any et~JCtureo loca~od thoreon , nnd to proco~d with tho cons t ruction of 

the project thoroon, upon dopoaitin& w1 th tho court a sum of money or in 

lieu thoroof, ~nde or obligations of tho Stato or tho Unitod Statoa of 

cquivtllcnt or groatnr val"o• not loaa than tho last aasooood valuation of 

tho pt·oporty , which tho court ehall find to bo aufficiont for the protec­

tion of tho poreone Who moy bo ontitlod to tho n'll'!lrd. Such deposit or tho 

procoede thereof shall be IIJ'plled. 10 far as it ma:r be necess81")' for that 

purpose , to tho p~ment of aey award that f1J1J;1 be II!Ade , w1 th intereet 

thoreon, costa end expenses , and the res idue, if any , shall be returned 

to the authority, 

An authority oey petition the municipality to inetitute proceedings 

undor ita charter or ot he1· l aw , to acquire property described in the 

potition which the authority has certified to bo necoeeary for a project . 

fhe resolution granting tho pet i tion shall set forth the amount to be paid 

b-J t.'le authority to the l!Wlicipaltty for auch propert y or in lia> thereof 

that the outhori ty shall po,y to the municipal ity all sums expended or re­

quired to be expended by the municipality in the acquisition thereof, and 

the tice of p~ent and =er of securing peyment thereof , anll rA8!/ .._ 

quire that tho IIWlicipality shall receive, before proceeding w1 th tho 

acquisition of such property , such as!llll"ances e.a to p'*""ent or reimburse­

mont by tho author ity or otherwise o.e tho municipality mo,y deed Gdrtoo.blo. 

Upon tho pnase&o of a r eeolution by tho IIWlicipallty gronting tho potitiClll, 
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the authority &hall cause two aUl·voya or mapa ot the property described 

in the petition to be made, one of which ahall be filed i n the office of 

the authority end the other in the office in which inst~uoenta affecting 

r eal proper ty in the county aro recordod. The tiling of aueh aurveye or 

cnpa &hall be conclusive ovidence of the acceptance by t he authority of 

teres and condition• of auch resolution. Tho municipality~ proceed 

undo•· a:try provision of ita chort er or other 1"" applicable to the con­

deanation of roeJ. property for public i~~provecents . lhen title to the 

property aheJ.l have vested in tho !lWiicipality, it ohall conV!I'J tho o~~~:~e 

to tho authority upon p~ont by tho authority of tho suma and tho giving 

of tho security required by the r esolut ion grnnting tho petition. Aa 

soon as titlo ehe.ll havo vostod in tho municipality, tho authority Daf• 

upon tho authorization of tho ~or or county oxecut1'70o as tho caao ~ 

be, ontor upon tho property token end carry out tho torms of tho project 

rrith respect thereto, Whenever in connection wi th eminent docain proce~ 

inga, requirement ie cade in any city chart er or other law f or the per­

fon>ance of a."\ act by a departo>ent or officer of the IIWiicipeJ.i ty, it 

shall be regarded for the purposes of this eection as compliance there­

with if with the approval of t he Dafer or county executive such act 1a 

perforced by the authority or by poraona specially designated by it. 

4, In the case of a Federal projoot , the authority m~, \Tith the 

approval of tho ~or or county oxoeutive, aa the oaee Clt\Y bo , request 

the FedGrol GovernmGnt to acquire by eminent domain proper ty which the 

authority has certified to be nece .. ary for the proJect . 
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5, In MY proeondinss for tho aaeosament of cor~ponention ond d.an>­

~c for property tBkon or to 'bo tnkon 'by ominont domc.in 'by or for on 

authority, tho follo~ing proviaiono sholl 'bo applicable: 

(n) Evidonco of tho price Md other torrns upon MY aolo or tho 

ront roacrvod Md o thor tor.~s upon ony loeao or tononcy r olntin& to L\11¥ 

of the property t:>Jron or to 'bo tllkon or t o any aimilnr property in tho 

vicinity nhon tho solo or loQ.IIing occurred or tho tononey oxiotod ~1thin 

n r~asonnblo tico of tho trial sholi 'bo ndmisoi'blo on di roct examination , 

At a:ey atop of the proceeding, the court or tribunal ""'~ require ouch 

prior notice to be given of an intention to introduce evidence as to the 

sale , leasing or teno.ncy of property other then the property directly in­

volved in the proceeding and of particulars relating there to aa ~t may 

dooQ nocesaary to prevent surprise. 

(b) The deposition of any poraon, whothor or not a party, may 'be 

tal<an purav.ont to article twenty- nino of tho civil practice act, the rules 

of civil practice end tho provisions of this section. Such deposition 

ID4Y be tBkon upon any quootion or issuo in tho proccodi~, inCludin& tho 

!o.cts ns to 1111y ao.lo, loa~~o or tana:tcy ad<>iad'blo in evidence pursu.nnt 

to this subdivia1on fivo, Tho deposition may bo tllkon at tho instance of 

tho wthority or of L\11¥ owner or at tho direction of tho court, at L\11¥ 

tioo during tho pondoncy of tho action or procoodin&· At least five ~ 
1 

notice, or if sorvico is thro\l&h tho m;;,l.ls , e.t lo:.ot oiG)\t ~· notice, 

•hall 'bo given of tho t aking of tho t estimony, if on tho port of till owner, 

to tho authority end to nll other owners who have appoorod in tho procco.,._ 

ing; if 'by tho nuthority, to all o~r• who ho't'O oppcorod. in tho proceed­

ing. 
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(c ) Jir¥1 t imo duriii(I tho pondoncy ot such action or procooding, on 

authority or M onor t~ey opply to tho court for on ordor directing on 

O!rnOr or tho c.uthority, Q8 tho CQ&o ~be, to allow cnuso 17ey furthor pro­

coociin&a abould not bo oxpoditod, ond tha court mny upon such appliention 

oako M ordor requiring ti!L\t tha ho31'inga procood and that ony othor atop• 

be token with o.ll po sB1b1e exped1 tion, 

(d) For the purposes of thie article, tha award of compenaation ahall 

not be increaaod by reason of any increase i n tho vo.lua of tha property 

esuaod by tha clearance, reconstruction or proposed cleoran,ee or recon-

ctruction under thio article of tho property or Of tho aroet in which the 

property is situated. No o.llowanco ahall bo cado for impro't'O:OOl\ts bop 

on property aftor noti ce to tho owner of such property of tho inctitution 

of tho procoociinga to condoan such proporty. 

14 
-(o) Evidon~ ahall bo adl:liaoiblo bearing upon tho inoo.nitary, un-

safo or auhatandord conditi on of tho prcoisos, or tho illogoJ. u.ae thorcof, 

or tho cnboncomont of ront!lla roaul ting fro a such Ulopl uao, and such 

evidonco CIS¥ bo conaidorod in fixing tho compensation to bo paid, notwith­

stnndin& thot no stops to rot~ody or obnto such concii tiona havo boon takon 

14 
~uh•eetion (o) of Section 70 wae previously aaended by Sec tion 5 of 

Chapter 310, Lawa of 1~35 , which reads as follows : •(o) Evidence eho.ll 

be adl:liaaible bearing upon the unsanitary , unsafe or subatandard concii­

tion of tha premises, or tho i llegoJ. use ther eof, or tho enhancement of 

rento.ls resulting from such 1l1ogoJ. uoe , and such ovidenco os.y be con­

oidorod in fixing tha coczponsation to be paid, notvithstandinl that no 

atopa to remedy or aroto ouch conditions have boon tol<on by tha dopart­

aont or officors havin& jurisdiction. U o violation ordor i s on fllo 

Q(lo.innt tho promiaos in ony such dopartmont, it shall conatituto prim> • 

focio ovidonco of tha o:i a t cnco of tha oonciition spocifiod in such ordor. 

Subsection (o) of Soction 70, 1.\8 conto.inod nbovo in tho body of 

Act , vc.a ~~~:~ondod by Section 7 of Chaptor 218, Lons of 1938. 
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by tho doportmont or officoro having jurisdiction. If n violnti on or dor 

is on !ilo octdnst tho premilos in any ouch doportmont, it aholl consti-

tuto pr1.cc facie ovidonc.> of tho oxistonco of tho condition specified in 

nuc.h order. 

(f) If any of the property included trl.thin t ho project 1a devoted 

t o a public use, it ~ nevertholeoo be acquired provided that no property 

bolonging to tho municipality or to any government ~ be acquired without 

ita consent, and no property belonging to a public util ity corporation 

"""' bo aoquirod without tho npprovnl of tho cotltlisaion or othar officer 

or tribunal having roeulatory po'lfor ovor such corporation. 

(~;) Tho tom •o,.,..r," aa uaod in this section, shall ineludo a pol'­

aon having an ootato, intoroet or oaeomont in tho property to bo noquirod 

or a lion, ehargo or oncuobronco t horoon. 

15 
=soc, 71. ~ 2!: 1caeo of pro.ioch to 11n1ted dividend corporations. 

1. A public linited dividend corporat i on cay loaee or purchase a project 

or a pert thereof from an authority. The leaao or sole slulll be upon such 

ta~s. including limitation of rentals, rc~ation of occupancy, recapture 

!§prior to being amended b;r ~ction 8 ot Chaptor 218, Laws of 1938, this 

section road as follows: •Soc. 71. §ole 2!: leaao 2( pro locta !2. 11<>­

itod dividend corporations, 1. A public linitcd dividend corporation 

ao;y 1oa:>o or purchase a projoct or a part thoreoi from an GUthority. 

The 1oneo or aalo oholl bo upon ouch toras inc1ud.iD4; 1initation of 

rontolo, regulation of occup&ncy, rocapturo by tho outhority or by tho 

city oa rm:; bo ouood upon botwoon tho corporo.tion o.nd tho outhority 

and cpprovod by tho bonrd. A city, eubject to tho rl.&ht of any covorn­

mont or the cuthority sholl havo tho right of recopturo of ony proport:r 

sold or leased by on authority to a public linitod divi dend corporation 

in the =or and upon tho tom• sot forth in aubd1v1&1on aovcn of aoc­

t1on tiTODt:l"-tno of th1o not , but without 11aitntion o.s t o tho tina of 

oxoreho tho roof. 
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by tho authority or by tho =icipt\lit;-, na any bo agrood \q)O:I botvoon tho 

corporation Md tho outhorit;r tllld opprovod by tho "board. A municipality, 

subject to tho right of any government or the authority ohall havo t ha 

right of recapture of My property sold or leased by an authority to a 

public limted dividand corporation in tho canner and upon tha terms sat 

forth in subdivi sion savo~ of uoction twenty-two of thie act , but wi thout 

limitation as to tho timo of oxorciso thoroof . 

2. !JJ.:1 provioions in thio act to tho contrary notwithatMding, tho 

certificate of incorporation of o public licitod dividond corporation may, 

•ith tho approval of tho board, cm:\)0\'!cr tho corporntion to purchMo or 

lo:>So property from on nuthorit;· end opornto it aubjoct to tho suporvilion 

of tho bonrd ond &hall pro..-i<to thot any uurpl us or oxaaso of tha pnr valua 

of the otock, to£ctbor with cumulative dividendo nt tho rotc of eix por 

centum per Mnum, ohcl.l upon dissolution rovort to tho t'll1thority. 'l'ho 

15 Continued 
-.2. Azl:t nrovisiona in this l\Ct to the cont r ary no twitbatcndine,:, tho cor­

Uficnto of incorporation of a nublic lioitod dividend coroorntion "'IIY• 

nith the approval of the bo!U'd , em;.>Ow~ r tho col-porAtlrm to purchiL&e or 

loose proncrty from on authority and opern te it subject to the au~ervioion 

of the board and shall provide thnt any aurnlus or excess of the par value 

of the etock, together with cumulative divil\enda at tho rata of aix per 

centuo per annum, shall upon dicsolution revert t o tho aut!1or1ty. 'lho 

capital ot:ructuro of a coroorntion formed to nurchaso or lanse ouch ]>rop­

orty shall be entirolv in tho discrotion of tho board oxco~t that tho 

nUilbcr of shares of stocl: of such corpor~>tion shall rot bo lees than ton. 

tho ~•tr1ct1ons conto.inod in t~is net as to ~~c type of oroJcct , and tbo 

umounta to bo roprooontod by oortg•'f.O , !!lortg~ bonJo , 1ncooo dobontur<>e 

or stock, shall bo 1 napplicablo t o a cor]'Oration fomod to nurchooo or 

l cnso property from an authority. 

"3. ~e authorit;v eb<>.ll have the 110, 0 ,. to o.pooint a director to reoreoent 

it on the bo1Lrd or directors of ,;uch corpor:>tinn a.~d to re::>OW tho dirsctor 

"P;>ointed by it o.t MY time aith .,r ,ithout co.une , a.~d upon tho /eatll , 

rui~:Mtion or rei!IOval o f such d irector to appoint o. eucceoaor . 
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capital structure of a corporation fomed to -purchase or lease such 

propert;y Wlall be entirely in tho discretion of the board excopt that 

tho nwnber of ohiU'es of stock of euch corpornt1on ahall not be l ess than 

ten . 'llle restrictions conta1Md in thia act aa to tho type of proJ ect , 

ond tho Bl!lounts to be r<lpr eaented by DOrtga&O, aortgoge boJ>da , income 

dobonturoa or stock, &hall bo l!lappl1cablo to a co rporation formod t o 

purchase or lease p1·oporty from on 11Uthor1ty. 

3 . '!he EWthority &hall have the power to appoint a director to 

repreaent it on the board of di~ctors of such corporation and t o ro­

movo the director appo inted by it at ~ny time with or without cauee , 

and uoon the death , reoignat\on or re:novnl of GUch directo r to appoint 

a successor. 

16 
17 18 

~ec. 72 , ~ ~ security the t•efo r . l. An nut.'>or1ty -· -

~ !rom time to tit:le issue bondu in such amounts and upon such terms 

as it ma;y deem J>dv1sable to carry out tho provisi on• of this article. 

llonda o f an authority ahall be aut ho rized by its r ooolution and mey bo 

issued Binsly or ln one or more aor1os , und shall benr such date or 

16 
--Pr io r to boing omendod by Section 9 of Chaptor 218 , Lawo of 1938, thia 

section as contained in Chapter 4 , L8lfs of 19M, read as followa: "Soc· 

72. Bonde, 1. An authority mo;r from timo to timo 1asuo bond a in such 

nmounts and upon euch torms as it may doon ndvisablo to carry out tho 

pro'risions of thle article. 'lllo o.uthorit;y must obtain tho approvnl o.l 

to tho amount nnd tonna of well bonds, of tho board of ootim,.to nrA ap­

por tionment in cities wbero Au.ch bod;r exists , and in other c1tiea, of 

the local legislative bod;y thereof as defined in the c i ty ho~e rule law, 

except that such approval eht\ll Mt be r equired tor bonde issued in 

connection w1 th a Federal proJect. !ibe bond• ma;y be sold by the author­

ity at pu'blie or pr1vat o sale at such price or pricea e.s the authority 

ma;y dotemino , 

•2. llonda mey be lseuod for any purpoaoa of t ho auteority including the 

~ent or ra1mbunemont t o t ho city fo r proporty, ac rvicoa or fac111-

t1ea 1'1lrniahod by it pursuant to ocreomont w-ith tho authority. 
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16 Cont inuod -.3. n>o authority &hall hu.vo po"or out of My f'unde nvaUablo therefor 

to purchase OJJ:¥ bonds heuod by i t at a price not more than tho principal 

:unount thereof nnd tho accruod intoNst. All bonda so purchaeod shell 

bo cancelled. 11118 paragre:pb ahall ne t npply to tho redemption of bond~ . 

•4. No personal linbility or o.ccountability shall attach to nny t1011ber 

of the nuthori ty or OJJ:¥ city offi c i al or to My person oxocutin& said 

bonc!.G by roaaon of the execution or hauanco thoNof. 

•s. 1he bonda of an authority are aecuritiea in which the city or State 

ma;r invest . Such bonds , when they are secured by a first oortgage lien 

not exceeding sixty-six and two thirds per centUDI of tho vnluo of the 

property covered thereby, are hereby declared to be securities in which 

ell public officers and bodiea of the State, municipali ties, municipal 

subcliviaions , ell insurance companies and aSGociations , all snvinga 

banks a:ICi savings institutiona, including savings and loan associations, 

all executor&, administrators, guardians, trustees , and nll other fidu­

ciaries in tho State tiAY legally invest funds w1 thin their control." 

17 
--1bo section heading and Subsection 1 of Section 72, Chapter 4, Laws of 

1934, nero firat woondod by Section 6 of Chapt e r 310, L3W8 of 1935. 

Such ""'ended aection reads as follows: "Sec. 72. ~ ~ security 

therefor. 1. An authority 11ay frotl tiae to tiDe inue bonds 1a such 

amounts and upon such t onna as it any doe" advisablo to carry out the 

provisions of this article, Bonds of an authority shall be authoriied 

by its resolution and mny be issued eing].y or in one or core aeriea, 

and s!lall bear such date or dates, r~aturo 11t auch tiae or titloe , bear 

interest at such r ate or rates, not exceeding aix per centum per annum, 

be in such denoci nntion or denominationn , i nterchangeable or otherwiee, 

be in ouch fore, either co\ll")On or ro(;istered, carry euch regiatration 

privileses, be executed in such oanner, with or without authentication, 

be payable in 1111ch medi1llll of pnyment, at auch place or places, and be 

. subject to such' terms of redempt i on, with o~ without premium, as such 

re ao'lution uny provide , The authorit; must obtain the approval as t o 

tho woount and tcn:~s of ouch bonds, of the board of estimate and anpor­

ticnment in citiee where auch bod;{ orlsta , and in other citi es , of tho 

l ocal loBtslativo body thereof as doflnod in tho city homo rule law, 

except thnt such approval shall not bo required for bonda issuod in 

eonnoction oi th a J'ederel project. 1bo bonds aNI/ bo sold by tho author­

ity at public or private aele nt such price or prieos as tho authority 

cny dctonoino. 

"Tho authority ma.,.v tasua ita intcria cortificatcs, or other tempo rary 

obligations, to ~~e purchaser of bonds ponding tho suthorizBtion, prepao 

ration, execution or delivery of definitive bonds. Such interilll certifi­

eat ea , or other tempor&rlr oblif:l'tions , shall be in 8Uch form, contain 

such terms, conditions and provisions , bear such date or data•, and evi­

dence such ngreemonts relating to their discharge or payment o r the de­

livary of definitive bonds aa the authority may 'IV resolution detemine , 
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17 Continued 
--· In ease any of tho members or officers of the author ity ~ose signa­

tures appoar on any bonds o r coupons shall cease t o be such members or 

officers before the dolivoey of euch bonds, IUch a ignatures shall , 

nevorthel ean, be valid and autficiont f or all purposes , the some as if 

they had ro111ained in office until such delivaey. 

"Ar.ll p roviaiona of any law to tho contr<Uj' notwi t hatandi ng, any bondn , 

interim certificates , or o t he r obligations iasuod pursuant to this act 

shall bo fully nogo tiablo unless aucb bonds , interim cer tificates or 

othar oblig~tions expressly p rovide othe rwise . • 

18 
--Subsection 1 of Section 72 wns amondod by Sect ion 9 of Chapter 218, 

Lnws of 1!.'38, which r oads ns follows: "Sec. 72. Bonds and ooeurity 

tborofor. 1. An author ity may free time to time 'i"iiiU8 bonds in such 

ocount& and upon such terms as it may dee:n ndvisable t o carry out the 

provisions of this nrticle . Benda of an authority shall bo authorized 

by its resolution and may be issued singly or in one or core series , and 

shall boar such date or datos , mnture at such time or t imes, bear in­

teroat at aucb rate or rate& , not exceeding aix par centum per annum, 

bo in such denomination or denooinations , interchangeable o r othcrwiae, 

be in such form, oi t hor couoon or regi at or od, enrry such regiotration · 

privilegoo, bo executed i n such manner, wi~l or without authentication, 

be pa,yablo in ouch medium of payment, a t such place or places , and be 

subject to such terms o f r edemption, with or without promiu=, QB eucb 

resolution roey pr ovide. 1!\o authority cust obtain tho approval as to 

the 81llount and t oms of such banda, of the board of ostimlltc in citiea 

;bore such body e xista, and i n o~ber cities, and municipali t i es of the 

local legialative body thereof, excep t that IUch approval shall not be 

required fo r bonds iaaued in connection with a Federal pr oject. 1!\e 

bond a may be sold by the authority at public or private oale at such 

price or pricee as the authority ma,y determine . 

"The authority may iaoue ita interim certificat es , or other t~mpo rary 

obl1snt1ons, to the purchaser o f bonds pending the authoriz.ation, propa­

ratiol), oxocution o r delivery o f defi nitive bonds. Such intoria ecr tifi­

eatos , or o ther to~porory obl i Gations, shall bo in ouch fore, contain 

such term a , condl tiona nnd previa ions, bear auch date or datco, and 

evidence auch agree~ents relating to thei r diacbar~ or payment or the 

delivery of defini tive bonda as the authority cay b7 r oaolution determ~ 

"In case any of tho member e or officers of the authori ty whose a igna­

tureo appear on any bonds or coupons ohall coase to be auch members or 

o fficers before t he delivery o f ouch bonds, ouch slgnaturos shall , never­

theless , bo valid and suffic ient for all purposes, the same aa if t hey 

bad reoal.nod in offi ce until such delivocy. 

"My provis ions of any law to tho contr<Uj' notwi the tanding, any bend a, 

1ntor1n certificates , or other obligations i aaucd pursuant to this act 

shall be tully nogotiablo unloaa aucb bonds, intoria certificate• or 

othor obl igntions expressly provide otherwiee. • 

As contained aboTo in the body o f t b h .Act, this aubaeetion .,.,. 

811londod by Sect ion 1 of Chapter 395, Laws of 1938, which bocaoe 

t ivo April 4, !938. 

ap1n 
etree-
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datos! mature at such tioe or tiooa , boar interest et such r ot c or 

ratoe , not c xcoodin;; aix per centwo por annutl, bo in such dcnoiWiatlon 

or donoainr.tions , intorchongcoble or o t horwi ao , bo in auch form, ei ther 

coupon or rogietored, c.u-ry such registration pr ivllegoa, bo oxocuted 

in auch manner , with o r without outhont1cation, bo payable i n ouch 

aediuo of pe..vment , at auch pla.ee or ple.ces, and be aubject t o such 

tema of redemption, with or without premium, l\S such r oaolutlon mq 

provide . '!'he authority must obtain t.'lo approval aa to the aoount and 

terma of auch bonds, of t ho board of entlC&ta and I!J)por tlonoont in 

citian where such bod)' exiutn , ond in other citi es , of the l ocnl l egia­

l otive bod)' thereof al defined in the city home rule law, except that 

such approval ahall not bo req'.llred for bonde lssuod in connection with 

a Fede ral p r oject. Bonds iasusd foro non- Federal pr oject i n o city o f 

core than ono million inh:'.bltnnta cay include tene providin8 that the 

o.::>ount noceaaary to pay tho inter est thoroon until ~~&turlty shall bo 

pald to tho aatho ri ty by such city without r oi mburaemont or lio.blllty 

of the authority to auch cit¥ thorofor . For the purpose of cootlng 

such pay:oonts to t ho t111t!lori ty o.n:t such c i ty &hall bo empoverod to 

enact local l awa impoaing and collecting an occupation tax in o.ddi tlon 

to Mlf and all othe t• taxes 'llhich auch cl ty ho.e tho power to impose. 

Such t ax shall be lopoeed upon any indi'fldual, copart nerahlp or corpo­

ration oceupyin, pr emi ses in an¥ ouch city oa an owner, tenant or con­

ceaslonairo for an¥ gainful purpooe. Such tax shall be in an amount of 

not lese than one dollar nor eore than alx dollan por :rear f or ea.eh 

separate pra~aea so occupied, t he r otc of tax t o depend upon the alee 
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of such pre,.h()s or upon IUeh other reasonable standard u mq be 

fixod in such local la.,.. Revenues resulti!lg f r om the imposition of 

taxes autho rized by thia act shall be paid i nt o the treaeu.zy of any 

ouch city and oh&ll not be credited or depoalted i n the ~>nor&l fund 

of any such city, but shall b<l deposited in n separo.te bMk nccount 

or occounte and Bht\11 be nvailnblo an4 used solely and excluaiTOly 

for tho purposes c.torceaid. In no event and under no circumstances 

shall the payment of interest on such bo:lds by such city be deemed 

t o 100dlfy in any '"''' the provisions of section senntj-three of t!lls 

act . '!'he b<lnds for a Federal project or non-Fedort\1 project m~ be 

so ld by the authority llt ~ublic or p rivate sale nt such price or 

priC()o as tho autho~ity m~ deteroine . 

'!'he authori ty may issue ita interim certificates, or other tempo­

rary obligations, t o the purchaoe r of bonds pending tho authorization, 

prepnrat1on , execution or delivery of definitive bonds . Such interim 

cer tificates, or other temporary obligations, shAll be in such form, 

contain such toms, conditione an4 prcvisione, boo.r BUch date or de.too, 

and evidence BUch ~eeononte relating to thoir diache.rgo or ~ent or 

tho delivery of definitive bonds ns t he authority may ~ resolution do­

tcmine , 

In case any of the members or officers of the authority whose sis­

natures "!'Pear on any bonds or eou:;x>nr. ah&l\ cease t o bo IUeh "ubero 

or ot!icer s before the delivery o f such bonds, such signatures , lh&ll, 

neve r theleaa, be valid and sufficient for all pUrpotes, the same as it 

they had remained in o!fiee until such delivery. 
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A:Jq provisions of eny lu" to the eontrnry notwithsto.ruling, eny bonds , 

lntorim certificates, or other obligations iaaU&d pursuant to this act 

shall 'bo fully negotiable unles• auch b9nda, interi~:~ certificaten or ot her 

obliGations expreasl)' prcvido otherwise. 

2 . llonda r::.ay be i.aauod f or any purpoaeo of tho 1\Utl>..ority, includin& 

t ho ~at or reimburaoment to the municipality for property , ac•-vice, 

or fac~lit iea furnished by i t pursuant to agreeme~t with the aut3crity. 

3. The authority shall have polYer out of an)' funds evl!iloble there­

for to purchase eny bonds l.uued by it at a price not ooN than tile prin­

ciple n::10unt ther99f and tho accrued intoroat . All bonds co purchased 

ohall .bo eancolled. This poragraph shall not apply to tho r(ldomption of 

bonds . 

4 . No personal liability or accountabi!ity shall attach to any cee­

bor of the authority or nny official of tho auni c l pality or to any person 

oxocut~nc said bonds by reason of the execution or i aauanco thereof. 

19s. The bo:J4.a of an authority arc aecuri tloa in which tho city or 

St11te '•laY invest. Such bondo , ,.hon th~ aro (l) secured b:l a !irst 

!2'i'hia suhsoction wao Bt.londed by Section 9 of Chapter 218 , Lana of 1938, 

o.ru1 reads as follorts : "5, Tho bonds of an nuthority are securities in 

o!lich the municipality or State may invest. Such bondo , !then thoy are 

oscured by a first mortgage l ien not exceeding sixty-six ~thirds 

pe:- centuc of the value of the propert y cover ed thereby, a:o1~~p;ared 

to be securitloa i n which ell public officors end bodies of tho Stato, 

municipalitioa , municipal eudivia1one, ell insurance companies nnd naao­

ciatlona , all savi"«a banks and aavl~~~ta inatltutlone. includine savings 

nnd loane aseociatione , all oxeeutora , &dllllnlstratora , guardiano, trwtt­

eec, and all other fiduciaries in the Stato may legally imost fllnda 

o1thin ~eir cont rol.• 

An contni:led above in the body of thla Act, Sul>aectlon 5 of Section 72 

!Yao amonded by Chept·er 461, L&ITa of 1938. 
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110rtcaao lien not exeeodl.~~g oixt:v-otx and two thirds per cent= of the 

?al\14 of tho propert:v covered therob;y, or (2) lasuod in COIIIIOction with 

0 project nldod or tiDIUlcod h1 l'lhole o r in part b;y the Jedoral Govol'll.l!leDt 

yurtlWIJ\t to tho provieioiiS of o.n act of the 0 ongreao providi lll! for capital 

,;ra:~ta for lo" coat houaing, or for tho mldDg of loana and for tho p..,._nt 

of annv.a.l contribution& for auch purpose unde r a contract gul\ro.ntooing the 

~ont of such annual contri butioll8 b;y the :Federal Goverlll:lOllt to the au­

tho~it1 for a fixed period of yearal are hereby declAred to bo'oocur;tiea 

in llhic:h all public officers and bodieo of t ho State , mmicipalitlca, 

~icipal subdivisioll8, all insurance co~anios and a&oociations, nll aav­

ingo bMks and sartnga institutions, includ1Dg ! &vi n.ga ond loan asaocia-

tiona , all oxooutor s , administrators, guardians, truntcos, and all otb~r 

fidll.ci~ica in the State oa:1 legall;y invest funds within their control . 

206 . In connection l'fith tho ioauanco of bonds or tho incur•·ing of a.Jl¥ . 

obligation under a lease, and to aecure the ~t of euch bonds or obli ­

bQtiono , on out borit;y in addition to its other powora mn1: (n) Pledge all 

or tlll/f pert of its rants , ! eeo, or revo:1ues to which i t s risllt then exists 

or o~ thorenftor como into oxiotcnco. 

(b) llortgQ8e all or an;y part of its property. real or personal , thon 

onnod or thorooftor acquired. 

(c) CovoDIUlt O&Q.inst nortgogin.g all or Oll7 pl".rt of ita property • 

""'11 ot· JlCrsolllll , then onnod or thorooftcr acquired, or og~.inat poroitt1Dg 

or aufforinc Oll7 lion thoroon. 

20 
""1hia Subsection l'f&B not contninod in Chapt er 4, Lolfa of 1934, It " "" 

added b;y Section"? of Chapter 310, Lau• of 1935, and emondod by Soct1on 

9 ot Chapter 218, Laue of 1938. 
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(d) Covenant n1th roapoct to limitatione on ita right to, nell , 

lease. or otherwise diapooe of any project or any part thereof, 

(e) Coven&nt B«niMt ple~ing all or any ])!lrt of its rents, teoa 

Qlld revenuee, to which ita right then o:riata or Dl¥ therec.!tor, coiDII into 

e:risto:>ee. or qainet pono1tting or aut!eri~ any lien thoroon. 

{f) Covanant eo to the bonds to bo iaauod end aa to tho ia.uoneo 

oi ouch bor.da in eacro" Ol' otherwise, and til to tho uso and d1opoa1t1on 

of tho procoedn thoroof . 

{g) Covenant aa to whet other , or additional debts may bo incurred 

by it . 

(h) Provide !or tho replaea:10nt of loot , doatro)'od or mutilated 

bond&. 

(1) Covenant that t ho authority warronte tho title to tho prociooo . 

(j) Covenant no to tho rents and feoa to bo charged, tho amount to 

be roiaod oaeh year or otbor p~:riod of ti1.10 by :ronta, fees: BJI4, other l' 
rcvonuos , and aa to tho uso and dispoai tion to bo J:Bdo tho:roof. 

(k) Covenant na to tho usc of e:tr:l or all of its proport7, Mal or 

poraon.o.J. . 

{1) Croato or ~uthorizo tho creation of apecinl funds oogrogating 

(n) the proceedo of any loano or granto: (b) all of the ronto , fooo and 

revenues of any project or projects: (c) any monies beld f?r t lw payment 

~r the costa of opera tion and mainteNL'\co of projoch. or '" a ''ooerve 

to; the !lOoting of contingoneios in the operation and aaintonanco thoro­

of: (d) c.rry tl<>nioa hold for the peycont of tho principal end iatoroat on 
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ita bond9 or the auuo due under ito leaoea and/o r aa a r ooerve for such 

pii,Ylll8nta : and (e) o:tJ¥ moniea held tor an:r other reserves or contin;:encio,; 

&!ld covenant aa to the use and dhpos3l of the monies held in such :f'Unda. 

(m) Rodeo~ tho bonds , and coven~t for their redemption, and pro­

vida the tcrma and conditions thoroof. 

(n) Covenant against extending tho tine for tho pa;rmont of its bonds 

or intoroat thoroon. 

(o) Proscribe tho procoduro, if o:tJ¥ • b;r which tho t or:>s of an:r con­

tract with bond hol ders mQ¥ bo nmondod or abro&atcd, tho ~unt ' of banda 
. 

tho holders of which must connent thereto , and the munner in whi~~ auch 

collll ent ~ bo given. 

(p) Covenant aa to tho maintenance of ito pr operty, tho >'eplncemont 

thereof , the inauranoo to bo carried ther eon, and tho uao ond dioposit i on 

of i nsuranco mone:ra . 

(q) Vest in on obligee , i n the event of a dofOlllt b,y on authorit y, 

the ri!;ht to cure o:tJ¥ such default and to advance any 010niao neceacary for 

such purpose, and covenant that the monies so advanced be an ndditionel 

~bligation of euch authority with ouch interoot , security and prior~t:r •• 

""1 be provided in any trust indenture. oortga&c. leo.ao or contract. 

(r) Covenant and prcacriba as to tho evont• of default and torma 

end conditions upon which o:tJ¥ or all of its bonds shAll bococo or mJ' be 

dcclo.rod due befo r e aaturity, ond aa to the tonoa and cor.(l.itions upon 

1mich ouch declaration o.nd ito conaoquoncos Dt>Y bo waived. 
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(e) Covenant ao to the ri~ta. liab1lit1oe, pot7era and dlltioe 

arising upon the broach~ it of any covonant, condition, or obli~tion. 

(t) Covonnnt to mlrreuder poasession of a project or proJecte or 

parts theroof upon the happeni!lf; of an event of default; alld "Yest in an 

obligeo t he right, upon mlch default, 171thout Judicial proceediD&I to 

take posseslion and uae, operate, r.anage and control such proJocta or 

arr:t part thereof, and to collect and recoive ronta, feee and revenues 

n.rising thorefrom in the same manner as such authority itself might do , 

and to dispose of tho moniea eolloctod in accordance w1 th the agreCl:lent 

of such obligee with t he authorit7, 

(u) Vest in a trustee or trustees the right to antorce any cove­

nant to secure, or pay the bonda, or otherwise relating to mlch bonds; 

provide for the powora and dutios of such trustee or truateea , limit 

the lin.bilities thereof, and provide the terms and conditione upon 

which the trustee or trustees, or the holders of bonds , or any propor­

tion of thom, ~ enforce any tiU.ch covenant . 

(v) Yost in a covorntlent or in a trustee the right, upon any 

happening of an ovent of default, to for ocloso tho mort &ago aecuriD& 

ney bonds hold by av.ch govornmont , through judicial proceedi>v;a or 

through tho exorcise of a power of sale 171thout judicial proceodinca• 

(w) Veat i n a trustee or trustees or in other obligees the right, 

upon the happaniJl& of an event of default, to foreclose n.ny morteage 

through Judicial proceedinga. 
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(x) Vest in an oblit;ee, including a gonrnment, tho right to f ore­

close any such mort£1!lgo aa to all or BUch part or parta of the property 

co•ored thero~ as such obligoo shall oloct ; tho institution, prosecu­

tion and conclusion of 8n1 such forocl oaure proceedings or the sale of 

a~ such parts of the mortgaged property ohall not affect in ez;y u.nner 

or to 8n1 extent t :te lien of the mortfl1l6e on the parts of the mort~ed 

property not included in auch :~>rocoedinga or not aold aa aforesaid. 

(y) l!alto covenants o ther than, and in addition t o , tho covenants 

heroin expressly authorized, of like or different che.rncter; aa4 execute 

all instl"ll!1cnta noeosaary or convenient in the exercise of the po1JOrs 

herein granted, or in the performance of i h covenants or dut~es, TThich 

nay contain such covenants and provisiono, in addition t o those above 

apec1f1od, as the ~~Qvernment or any purchaser of t he bollll.s of an au­

thor1 t:r C/l:f require. 

h) lAake such covenants and do any and all such acts and thing• 

as flliXII be neeeasary or convenient or deairable in order to aocure its 

bonds, or in the absolute diecretion of an authority teod to meko tho 

bonds !OOro !!"Arkotable; notwithstanding that such covenants , acts or 

things may not be enumerated herein, 

22,, In addition to powero conferred upon an author! ty ~ other pro­

rtaions of this act , an author! t:r 1a empo1rered to borrow money or accept 

grants trOJ:> the :Federal Oo•ernment for or in aid of any project, to tako 

o•or any land acquired by the J'ederal l}overnment or any housing plan 

of the Federal Government, to take over, lllBn&go or leaao ez;y houaiDC 

Undortnking of the federal Cl;overnment, end to these emla, to enter into 
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such oontracta, mortg!lgee, tn~.st indenturea, leases or other asreemonta 

as the I'ederal Govorn.mont may r oqu.iro, including agroomonta that the 

:red oral Government shall have the right to aupervi se and approve the 

eonot ruction, maintenance and operation of an;y project. It 1a the pur­

pose and intent of this aubdiviaion to authorize an authority to do ~ey 

and all thinga necosaal'y or desirable to secure the financial aid and 

co...,perntion of the Federal Oovornmant in tho u.ndortoldng, construction, 

maintonnnco, loaso, operation or aasiotanco of a~ project by tho au­

thori ty , or in cont\oction with an;y hou.eing plan or undertald.ng of t he 

l'odoral Government . 

~ec. 73. lfonliabilitx Rf ~ 2.!: mu.nieiwlity. Tho banda or 

other obligations of an authority shall not be a debt of tho Sto.te or 

tho municipality and neither tho State nor tho mtL~icipality shnll be 

liable thereon nor shall en authority have l'<l""r in ~ey l!Oy to pledge 

the credit of tho St~te or t he cunicipality, nor shall the tranefer 

from the nuthori ty to the cu.nicipali ty or the vesting in the municipal! ty 

of property theretofore balonging to an authority impoae upon the . 

lll\lDicipo.li ty a~ obligation oxcept such as it JW.y expressly asaumc. 

21 
Prior to being amended by Section 10 of Ci'Apter 218, La"a of 1938, 

this aoetion road as follows: •soc. 73. llonliabilitY of Stato 2.!: 

city, Tho bonds or othor obligationa of an authority shall not be 

a debt of t he Stato or tho city and noithor tho State nor tho ci ty 

shall bo liablo thoroon nor shall an authority havo povor in ~ 

~ t o pledge tho credit of tho State or the cit~, nor shall the 

transfer from the authority to the c1 ty or the vasting in the c ity 

of pr operty thorotofore belonging to an authority impose upon the 

cit7 AQy obli~tion except such as it may expreasl~ assumo. • 

• 
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.ilOtsec. 74. l'!!:l£ &XO!I!!!tiona . l , All authority aball bo o%81pt f:roa 

the ~ont of a:JlY "'=lea or feea to the State or 8ZJ¥ w.b41rle1on U..reof 

or to a:JlY officer or IIIQ)loyee of the State or llllb41rla1on thereof. 

2 . BOnds and mortP68• of an autborit;y are declared to be iaw.ed 

for a public pu.rpoae and to be public instrumentalities, and togethor 

with interest thereon, ahall bo oxcmpt from tax. 

~. Tho property of an authority shall bo exempt f rom all local 

and municipal taxoa. ~ lliWii cip:lli ty m.v (a) fix a IWI which ahall bo 

pei d to it annually by tho authori t y in roapoct of aaoh projoct: or 

(b) agroo thAt tho authority shall not pay or bo liabio t o pey a:JlY 8Ulll 

~Prior to boing omondod by Section 11 of CbAptor 218 , Lawa of 1938, 

&!.bsectionc l and 2 of Section 74 ro:>d aa follows: •sac. 74. ~ 

oxemptions . 1 . An author1 ty shall be exempt froa the ~ent of 

lillY ta:<es or feea to the State or any subdivision thereof or to 

""¥ officer or caployoe of tho State or sub41 vision thereof. 

•2. llonda and oort916es of an autbori ty are declarod t o be iauued 

for a public purpose and to be public inatrumentall tiea, and t<>­

cether With intores t thereon, Shall bo OXQG!pt f ron to.x. n 

~ 
.b containod in Chapter 4 , Lawe of 1934, SUbsoction 3 roede aa fellows! 

"3. The property of an autbori ty shAll be excpt from all local and 

J:Nnicipal. taxoa. .A.n authority ahall pey to tho city a 8\llll f1x9d 

annually by t he c1 ty. SUcb 8Wl shall not excoed 1n any yaar tho IIW:I 

last levied as an annual t= ~pon tho property of t he authority prior 

to tho tina of ita acquiaition by the outbority . • 

SUbsection 3 o~ Section 74 was subse~ently acanded by Sootion 8 of 

Chapter 310, Lawe of 1935, 11h1ch raade a a follows: •3. The property 

of an tulthori t y ahall be oxcmpt from all local and mmioipol taxoa. 

J. city J:>ey (a) fix a ..,. which ahall be paid to it o.nmu>lly by tho 

authority in reapoct of each project: or (b) auoo that tho autbor it;y 

lhAll not po;,r or be Ua.:blo to Pll¥ any &1JU whatooevor in roapoot of a 

project or project:; for ""¥ ;,'0&1' or yoora: or (c) agroo ri th an au.­

thori ty or govornoont ~pan tho auo t o bo paid by tho authori t:v for an:v 

Yonr or yoara in respect of a project or projocta, or acoopt or agroo 

to nccopt a fixed mm or other consideration in lieu of w.ch ~ent: 

provided, however, t hot the SliD fixed, or agreed to be paid by the au­

thor! ty, for any 7 ec.r shall 1n no ct\ae exceed the SW> lnat lerled o.o an 

D.Dnual tax \q)On the property lnol~d in IIUch proJect prior to the tine 

ot ite acquia1 U on b;y t!le authority.• 

Subsection 3 of Secti on 74 , '" oontldncd o.bovo in t ho body of thie Act • 

naa ~~<>ondcd by Secti on 11 of Chapter 218, Lam ot 1938. 
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wbAtooever in respect of a project or Jn~jecta for any year or years: 

or (c) agee w1 th an author! ty or gov~ncent upon the sum to be paid 

~iS f 

by the authority for any yaar or ye&•s in respect of a project or proJ­

ects , or accept or agree to accept a fixed aum or o t her consideration in 

liou of such ~ant: provided, however, thAt tho trWII fixed, or agreed 

to bo paid by tho author! ty, for any year ehD.ll in no ceao exceed tho 

rrun last lovied ae an annu.:ll tax upon the property includod 1n such proJ­

ect prior to tho tico of its o.cqttisition by tho authority. 

Sec. 75. Forcclosuro ~ ~r rooodioo. 1. In an ~. ~tion to 

.a1Aa contoinod in Chapter 4, Laws o! 1934, Section 75 reado as follows: 

•sec. 75. Foreclosure. In o.n action to foroclooe a mort~e on real 

property of an I'!Uthority, t!le IW.thority and t!le city, in addition to 

ell other neceaoary parties, shall be Qndo pnrtioo defendnnt and shall 

tako ouoh steps i n seid action ns may be n~cosonr,y to protect tho pub­

lic intoroot therein 11nd no co3to chD.ll bo ar.arded agains t thom. 'l!h4>1'­

over undor tho 1nstrucont creatine a lion n notieo o:: default in writ­

in;; io roquirod. to be eorved -u;pon an nuthori ty boforo tho inst1 tution 

of forecloSUl·e proceedings, a copy of such notice obAll be served upon 

the city before tho institution of such J>roceedill(l$ . Foroolosure shall 

not be decreed. unless the court to whlch QWlicetion is IOQdo nhall be 

oaticfied t hD.t the interests of t ho bondholders cannot be adequAtely 

oaourod. or WO/IWU'dOd excep t by tho oclo of' tho property. In ~ for<r 

clocuro ..rue tho decroo r:Jil¥ in tho discrotion of tho court ;>rovide thot 

the propert y ohD.ll bo sold. troe of all reotrictiona impoeod. by this net. 

At such a sale the city ~ purchaae the property affected at a price 

no t a.'<eeedill\: the amount dna to the plaintiff nt the time of such snle 

together with the coats and. exponaon of the sale.• 

~b~ection 1 of Section 75 prior t o be~ ar>ended. b:; Section 12 of 

Chapter 218 , I.e.wa of 1938, an contained in the body of the abovo Act, 

waa llltlcnd.od by Section 9 of ChaptOl' :llO, I.e,~;a of 1935, Olld reade aa 

follo'Ja: •soc. 75. Foreclowo n:nd other rooodieo. 1. In 11n action to 

for eclose a mortgage on real property of an authority, the authority 

lind tho city, in addition to all other :>eceaenr,y parties, shall be oade 

}larti eo defendnnt nnd nb.nll W:e wch stope in seid action as may be 

necoooary to protect the public ~terest t herein end no coato shell be 

e.wnrd.od ao;ainat them. llherovor under tho instrunant croatir.g a lien a 

notice of default i n writinc io required. to bo served. upon nn authority 

before tho inatitution of forocloauro ~roooodingo , a copy of auoh notico 

ahall bo nerved upon tho c1 ty boforo the inati tution of such procced1115> 

At 8Uch n salo of tho propert-; of the authOrity pll'uuant to foreclosure 

or other procaodings, tho city may purcbAae the property nffected.• 

~ 
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foreoloee a mortl!l!'l;e on real property of an autbori t;r, the wtborit7 

and the li!Wlic.ipali ty, 1n addition to all other neceae&Z'7 pertiee, abalJ. 

be Dade partie• dafendant and aball take nch atepa 1n eaid action •• 

u:r be nocesaary to protect the public intoreat therein and no coeta 

shall be awarded againat them. 1herover under the instrument creatiDg 

a lien a notice of de!aul.t in wrUing ie required to be aerved upon an 

authority before the inati tution of !orecloaure proceedings, a copy o! 

such notice ehall ba served upon the munic1pali ty before the inat1 tu­

tion of 8Uch procoodi.nga . .A.t 8Uch a aale of the property of the au.­

thority pursuant to foreclosure or othor procoedillge, the =nntcipality 

uy JW"chase tho propert y affocted. 

2. In addition to any othor right& and romediee , but 8Ubjoct 

t o such limitations aa may be made by contract, any losaor or aortpeee, 

or any truatoe doaicnatod 1n the bonds of an authority or undor a aort.­

g~~«o or indenture exocutod b;r an authority aa security for ita bonds 

MY: {a) by m&ndamuo or other euit, e.ct1on or proceeding& at law or in 

equity CODIPel the authori t:r to porfol'IO each and every ten~ , provision 

and covenant contained in any agree10ant of the authority with auch 

trustee, acrtpgoo or leaaor and require the performance of any or all 

such covananto and auoemanta of the autbori ty and of tho dutiu illlpoeed 

upon tho authority by thia arti cle; 

{b) by action or suit 1n a qui t7, anjoin &n7 acto or thiDga whl.cb 

aa:r ba unlaJrful. or in violation of tho right& of euch truatoo, mortjp>C80 

or lessor: 
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(e) by suit , action or· proeeedince in tJZJ:3 court of competent jurh­

dietion cocpel possession of tJZJ:3 project or ~ part thereof to be aur­

rondored to ouch truates, mortagee or lessor havinc the right to such 

possceoion undor eey 1161'0&ment with tho authority; 

(d) by suit , action or procoodin&a in ~ court of compotont juris­

diction obtain tho appointmO»t of a rocoh'or of rmy project of tho autho.-. 

itr or nny part thoroof and of tho ronta and profits thorofrom. If auch 

receiver be appointed, he mB1f enter and take poaseaaion of aueh project or 

any part or parts theroof and operata lllld maintain some, and collect lllld 

r oce1vo all fooa , r ente , rovOlluos, or other charg&a thorea.ftor eris1DC 

thorofrom in tho same monnor os tho nuthoritr itself might do , and nhall 

keep aueh conics in n acpnrnto account or nccounts and q>p}.y tho sazoo i.n 

accordnnco with tho obligntione of tho author1tr os tho court shall direct: 

(e) by action or auit in equity r equir e an authori ty to account aa 

iC 1 t "ore the trua tee of an express trua t •. 

Soc. 76. Dissolution. An authority or the city ~- apply to the 

•up•·emo court in nny county in uh1ch the city or ~ part thereof ie lo­

cated, for an order diaaolvint; the autho>·i~·. 1'he court therwpcn •hall 

hold a hearing in open court after eueh notice of hearing as the court 

=a;r require . Upon a ahorl.llg to tho antisfaction of the court that proTi­

sion baa bean !lllldo for tho p~ont or ontiafaction of all of tho outetand.­

i ng oblignt1ona of tho authority and f or tho nocossary oxponaoa for tho 

liquidation thereof, the court mBII order thot the authority be dissolved. 

Upon such dieaolution the property of the authority ahall be and becOOie 

the property of tho city, 

47 
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See. 77. lliaeollanooua . 1. 'lor t ho purpoaoa of the a pplication of 

the lien ltur and or the genoral corporation lmr an authority shall bo 

d.eocod to bo a municipal corporation. Tho torm 0 pu.bl1c 1mproTOmGnt11 uaed 

i n the lien law ahall be deemed to include an improvement upon real prop­

erty belong1ng to an authority; the eecret ary of the authority shall, for 

the pu.rpoaea of the lien law, be deemed to be the fioancial officer of the 

outbori ty and t he hoad of t he department or bureau hav1 ng charge of the 

construction of an improTement , 

2 . All p r oj oets of nn authority s hall be subject to the planning, 

sODi1!8• sanitary end bu1ld1uo; laws, ordinances and rogulationo applicable 

to the locality in which the project is sitUAted. 

3 . In or der to protoct f'.mda deposited by an outhor1 ty, all banlca , 

bMkors , trunt compo.!lies ol' o thor porcone carrying on a banking businoaa , 

organized under the laws of the State, are author ized to give to the 

authority an undertaking with such sureties o.s shall be s:pproTed by the 

euthority , fa1 th!'ully to keep end pa.y over upon the order of the author­

ity SXJ¥ such deposito and agreed int erest thoroon, or 1n lieu of the aa1d 

aurotioa , to deposit with tho authority 88 collateral eueh aocuritioa and 

in such 81110\lnta 88 ma.y bo acroed upon rl th tho au thorit;y purauant to a 

collatoral deposit agroeo~oat i n form and toX'Cia satiafactory to tho autbor­

it;y, Tho collntor al to bo dopoai tod shall consist of aocuri ties 1n which 

eaTings banks ~ logally 1nTost funds within thoir control. 

4, This art1elo 1a to bo construed liboral.l;y to aocuro tho bono­

ficial interests and purpoaee thereof . 
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Sec. 78 . •ffect E!_ partial invalid1t,t. It an:t provision of thie 

article or the application thereof to aqy pereon or circumataocoa ie 

held invalid, tho validi t)' of the r-u,dor of tbie article and of tho 

application of auch prov1e i oo to other poreone an4 circumatancoa shall 

not bo attoctod theroby. 

182 
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SUbjoc': .AIIOrUu.tlon SobMulo ot a 000 (Ln o1 Allll•l ~t 
ot -Intor .. t Bah oa ,.., eM. IIIIo ot -) 

~ 
to ,.,... 

lll4 ot ~al Interon to llaluco 
Year PN-• • Pr1ao1e! IIIIo 

0 ll!O.ooo.oo 
1 tl,800.oo tl,aoo.oo teoo.oo 29,tOO,OO 
2 1,800.00 1.,1'76,00 614.00 18,f96,00 
s 1 ,800,00 l , 1Dl,OO ' 64.9 .00 28 ,117.00 J 

' 1,800.00 1 ,1111. 08 67, .91 27,~.08 

II 1,800. 00 1,098.08 701.92 26,7150,16 
6 1 ,aoo.oo 1,070.01 729.99 26,020.lf 
7 1,800,00 1,040.81 7119 .19 211,860,118 
8 1 ,800. 00 l,OlO.U 789.116 .. ,,71.68 
9 1 ,800. 00 978,86 881,1' 2S,660 •• 

10 1 ,800.00 94.6.01 81111.99 21,796.1t 
u 1,800. 00 9ll.811 888.111 21,908.1' 
11 1 ,800.00 876.:53 ta:l.67 10,118' ... 

lS 1 ,800.00 8119.58 960,68 10, 085.811 

u 1 ,800,00 800.911 999 .011 • u,oa..eo 

111 1 ,800.00 760.99 l,oet.Ol U,11811.ft 

16 1 ,800. 00 719.~ 1,080.117 16,9011.11 

17 1 ,800. 00 676.21 1 ,lla.79 111, '181.~ 

" 18 1 ,800. 00 6!1,16 1 ,168.7' U,6l2.6t 

19 1 ,800. 00 ~.Ill l,llii.U 130ll9f.IO 

20 1,800,00 IIlii! .Sf 1,164,11. 11, 1:5a.09 

21 1,800.00 ~.S! I l ,lllA. 68 10,818.61 

22 1 ,800. 00 ~·" 
l 0M7.16 9,~1.111 

2S 1,800,00 !78.08 1 ,68l.M 8,011.10 

u 1 ,800.00 S&l,U 1,,78.8! 6,5110.llf 

211 168.01 l ,llef.t9 \ e,o11.se •• 
1,800.00 

26 1,800.00 100.10 1,1191.110 s,.u.-
17 1 ,800.00 l.M.III 1 ,611.48 l, fU.tO 

• 1,811.18 -" 69.M l,tu • .o 

Dh1.11i .. til .11 =·· ..... u.u .. 
....... , 1. 

Regraded Uclassified



Senator l'ia~ah e~ed me on the telephone Tuesday, 
Nov~OlOU 2nd, stating that be had talcen the Mtter of llr • .1o1m 
H. ragan of the Bostoo Internal Revenue Office up with llr. Roawell 
!Aagill. 

He was anxious to have Wr . Fagan promoted to the position 
of Head of the new teclmieal stuff of the Deeentrdization Unit 1n 

Boston. I tol d Senator Y.alsh that I us not familiar with the utter 
but ~ould investit;ate im;ediatel;y and ~ him back the next d<cy. 

llr. Harold Graves brought me llr. !llge.n's record, tot;ethcr . 
r.ith correspondence from Senator llulsh to llr. Graves, referred by 
tG!· . Gr uves to Mr . Magill, and answered by Jlr. Magill on August 17, · 
1938. After conferring wi th llr. Craves , I called t he Senator on the 
tele.,tlone hlld reported to him sa follows: 

1. llr. Fagan tu.d done a very creditable Job in 
the Boston office, having been ~oted con­
sistently ever since be joined the service, 
now receiving a ealary of ~4, 600 for the year . 
llr. Faga.n 1 a recor d ia a good one, but in the 
opinion of the Commissioner was not qualified 
for the teclmical pooition in the Booton office. 

2. That u were sending to each of these de­
centralization officea our o•n technical men froa 
the Department , who have been well tre ined in this 
hi.ghly opeeialized work. 

J . iie hove adopted a policy of never sending to. any 
loc.lity, •en who had toraerly rea idee! in that 
locdit7 for obvious reasons . 

I 
4 . That the office personnel for the Booton office 

had already been selected by t he Commissioner 
and the men have been told to be prepared to re­
port at tbe Boston office not later than Febrooryl, 

1939· 
Senetor r.aleh waa well satisfied •ith -r enawer end 

stetod definit.el;y over the telephone ttu.t inasmuch u t his job was 
not being given to anyone else 1n the Boston office 1n preference 

to lotr . Fegan that be waa entirely eatisfiecl . 

• 
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Senator Walsh further oompl~ented tbe Secretary on 
the adoption of tbe policy of not aendln& men to perform tbe 
immediote duty of aaking tax aettlementa in tbeae decentralization 
officee to men fonoerly residing in that localit;r. 

footnote: Cop:r of tbis -orandum to be filed with correspondence 
brought up by llr. Crave e. 
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11./2/:58 186 '-----
HIIJr. 

Here 1e t he biatory o~ 

t he "cut-back" 1n brief'. 

Upm 
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(l) The & ergency Banld.ng Act of 1933 gave national banlca 

t he privilege of i eauing preferred atock. 

(2) The same Act empowered the Secretary of t h e Trea sury 

to request t he RFC to purchase preferred stock i n banks , 

(3 ) In !tovember, 1933, the Attor ney Gener a l rendered an 

cpinion to the Secretary of t he Treasury t o the eff ec t 

that national banks mi ght sell preferred s t ock at a 

pre~ium , to be redeemed at the pri ce at whi ch ac t ually 

sold, t he premium to be applied to t he elimination of 

l osses i n order to place the banks on a sound baais , 

The Comptroller of the Currency, however , refused to 

permit national banks to do so . 

(4) In case of vol unta.ry liquidation, conservatorship, or 

receivership, the hol ders of preferred stock could 

col lect only par value plus a ccumulated dividends, 

but no premiums. Becau se of this , prior t o the Banking 

Act of 1935, the RFC did not purchase any preferred 

stock a t a premium, 

(5) Section 345 of t he Banking Act of 1935 allowed owners 

of preferred stock to receive, 1n event of li~idation, 

the purchase price, plua accumulated dividends . Since 

that time, the RFC haa purchased preferr ed stock at a 

premium . 

187 
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The comptroller of the Currency atrongly opposed the 

enactment of this provision because 

(a) The statement of the bank's condition would 

not show the conti ngent liability for the 

premium and this would tend to deceive the 

investing public, 

(b) It would tend to impede the return of the 

market for common stocks 1.n banks, and 

{c) The only advantage would accrue to t he 

RFC, which would not have to show any 

loss on preferred stock eo long as ita 

par value was sound. 

In the face of t he enactment by Congress over these 

objections , it was difficult for t he Comptroller to 

refuse to give consent 1.n mer itorious cases to the 

sale by a national bank of preferred stock at a premium. 

The first case presented to the Comptroller involved 

a bank on the verge of insolvency. I.n addition to 

selling new preferred stock at a premium, old preferred 

stock held both by the RFO and locally had its par value 

(but not ita retirable value) reduced . That bank is 

doing well and will probably in time retire all ita 

preferred stock at premium values. 

188 

\ 

Regraded Uclassified



In reports which banka are required to publian,· the 

retirable value of preferred stock ia ahown. 

The pr ovisions with respect to preferred atock are 

set forth in the articles of association by the vote 

of shareholders . 

The Banking Act of 1935 provided that provisions with 

r espect t o preferred stock be shown on t he stock 

certificate. 

Selling pr eferred atock at a premium does make possible 

t he cl eaning up and rehabilitation of banks . 
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The Honorable 

Seorotery Henry Morgentbau, 1r., 

Department or Treasury, 

oeshington, o.c. 

!)eor !Jr. Secretary, 

I enclose noiea typed rrom reporte just received trom 

Or . Buck. 

Rupectfully, 

Enid Saunders 
Secretary to Or. Buck 
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Interview 11i th Dr . J . B. Grant 1 

Poss ibility ot China Becoming Gommuniati o 2 

Agricultural Development 3 

Cbungldne • 

Si tuat ion i n Japan - August, 19~ ~ 
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October 15th, 1938 

To Seoretal'Y !Aorgenthau 

rrom 1 . Loss!ne Buck 

:U."!'ZRVlEw WIT!! OR. 1 . B. GRANT 
~ATIVE OF 'I"E!E ROCK!:FEIJ.ER FOUNDATION IN CHINA 

192 

Dr. Grant, who has made a hurried tr!p onrland to Chunek!na from 

!iong :ro!ll!:, eta tea: "1 m favorably impreaaed w! th the we:r the Chi nee a are 

eorry!Dt on !n ap! te or tremendous hand!cspa. Chinese leaders, a:oet or whom 

hove loat their homes and nosoess!ona, are actively engaged in vari ous pur-

suite , among which are civic and administra tive improvements, nona or wb!ch 

eny other country would undertake during a period of war.• 

Th!s statement from Or. Grant ia a!~nit!cant in thet ror about the 

fi r st year or the war he, and h!s former superior, lJr . Gunn, were tak!nt a 

~ess!n!lt!c "r!ew ot the Chinese s!de. 

Dr . Grant , who bas recently returned tram Japan, s tat es that the 

war !a unpopul.ar In Japan , and tbet no acient!t!c !nsti'UC!ents can be purchased 

beceuee the raw mater ials are needed tor war purposes. 

Regraded Uclassified



To Secretery lolorgentheu 

;'rol!l 1. Loosing Buck 

I 

193 

Octob~r 16th, 1938 

POSSIBILITY OF CHINA BECOW:NO COI4.!0NISTIC 

lJy language teacher , !.!r . Lung, statu: "Through sooe orficial con• 

nect1ona I hne, I now reel conTineed there Ia no \Ianger or China over becOIUag 

cac::unlatl c . Yomerly I was In the dark about thla question. Althougll news-

poper s oa,y • •""' on the surface to Indicate a trend t oward C'«111nntsm, It ia only 

on t he aurtace aDd does not represent the real altuation. A distinction muat 

al so be mede between f airly close relation with Russia es a country, and the 

adoption or their poll tical system. The latter will never happen. One e•illence 

the Kuomin Party Youth Movement, whioh Ia \ or thl s is the rapid development or 

deal gnod particularly to offset the trend or the youth to the Chinese Communist 

told . The Oanoralieaimo nlso hea bia soldiers in and near the Chinese Red 

areas as e precaution." 
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To Secretary llorgentbau 

rrom 1. Loes1ns Buck 

AGRICULTURAL D!VJ!.LOPI4ENT 

Oc t ober l~th . 1938 

Tbe Agricultural Credit Bureau baa 15 mi l lion Yuan inYeated in 

projects in the different provinces back of the front 11nee. The main atten­

tion bill been gi'ren to irrigation projecta, and aecond 1D import ance ere the 

eooperati n benke, sixty in ell, and small granaries . 

Oct ober 22nd . 1938 

The last meeting of the Agricultural Production Commission, held "'-

the purpose or torntUlating en agricultural extension program, closed today . ror 

I attended all the meetings, and round e concenaua of opinion among the group 

eo to the urgent need of developing an extension program similar to the county 

eeent eyetem In the Uni ted Stetea. Broad polic ies •era outlined, 1111d the exe-

eutlon or the s ystem awaits Dr. Kung' a eppr oYel and hia appropriation or fundo. 
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To Secretary Morgentbau 

hom J. Loaai ng Buel< 

4 

CHUNGKING 

195 

October 17th, 1938 

A tremendous amount or building ia taking pleee in Cbune;king. 

eonroment organizations are well established in t heir new quarters, and one 

~lnt t be impression or a great deal or aet1Yity, not unlike ron:~er days in 

t:anl<lllfl, and wi tb about tbe same goYal'tllllent personnel. 

\ 
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To s.cretary !Jorsentbau 

?~ J. Loaains Buell: 

SITUATION IN JAPAN - AUGUST, 1938 

196 

Dr. M. S. Bates, Proreaoor or H1atory and Political Science in 

the Unt~ersity or Nanking, who r~lned in Nanking during end after tta 

oceupatlon by the Japanese, baa made periodical Ylalta to Japan during the 

laat t~O years, for the purpose or brln81D8 about a better uoderstand ln& by 

the Jopftneee or the Chinese situation. Attached ara Dr. Bates• obaerYetiona 

during hie trip to Japan t bls past August. It Is remarkable that he could 

""ko thi s trip after havin;!; been in llenkins durlns Its occupation. He ie 

now beck in llank1Il8 again. \ 
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