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Preaent1 

Mr. Mclle)'Jlolda 
Mr. Bell 
Mr. Harold 8•ith 

RJI,Jr: (~o Kr. SaUh) !hanlta tor oo111n1 U'OUDd. 

~· 11 not auoh an i!iportant •Uer, but I ban not hA4 
a ohanoa to tall Bell · or Mao. I wt'ote, on the 2'7'h ot 
April, to the President aa tollowal 

·~e Pre Iiden', 
~~ White Houae. 

Dear Mr. Preaident: 

A Jear -co I reo~ndad to 7011 that all 
inTeat1ga'1~e or pol1oe agenoiel in the !real­
ury Department be o~aolidated into a lingle 
organhat1on ot Treuury .18enta. 

I bKYe now oome to a different opinion and 
desire to withdraw rq reoomMndat1on. ~ia 

reter1al of aJ poeit1on ia due entirelJ to _, 
obeern.t1on ot eTenta in Europe, where nauon­
wtde po~ioe and epJ organisationa are the oblet 
inetrumenta through whioh the 1101t hateful tJr­
&nnJ and opprul1on are maintained. I think 
we ought to aTo1d b7 a1l po11ible •ean1 the 
danger of dupl1oat1ng an7thing 11lte tho11 ooo­
dit10nl 1n th11 oountr7. ~eretore, I am op­
poaed to Federal pollee oonaol1dat1on nan 
within one Depart•nt. 

To thia I 1hould 1144 that the degree of 
oonaultat1on and coordination whioh we baTe 
been able to utablilh under preaent lP be­
tween the 1nTeat1gat1n -cenotee ot the !reae­
urJ DepartMnt 11, 1n ., opinion, proT1111 ade­
quate to el1•inate onr1app1ng of etto~ and to 
produce coordinated aot1on when 'hat 11 neoea­
MrJ• I don't think further ooo1ol1dat1on 
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•would produoe any 1uoh galn1 1n eff1o-
1enor a1 would warrant the rllk of future 
tJr&nft1• 

81noerelr 7011r1, 

(Bgd) Henrr Morgentbau ,Jr 

Seoretarr of the TreaiUJ')'. • 

And tll11 Ju1t - 1n. 
I lla1 1, 19:59 

JIEliORAliDUI( rOR 

H.ll. ,Jr. 

I reoe1ved JOur letter of April 2?,19:59, 
adv111ng JDe that you are reverl1ng JOur 
po1ition in regard to the oon1olidation 
of inveetigative or polioe agenoitl in 
the Treaeurr DepartJDent into a eingle or­
ganization. 

The d1ffioul.ty with tll11 il two-fold. 

rirlt of all, the revereal of your reo~ 
Mndat1one oo-.1 at a IIOMnt when our Re­
organization Plan No. 2 11 about to go to 
o•ngreel. 

8eoond, th11 whole adJD1niltrative reoo.­
mendation hal been given to the new1papere, 
thu1 plaoing .. 1n a po1ition of great e.­
barrallment. 

r.D.R. 1 

2 

Didn't we &lit lltrriaa about thil about a 110nth &iOf 
D1dn1 t I a11t you (lloRernoldl) to oall up Merr1a• or Brown­
low to etate _, poa1t1onf 

lr• lloR.ernoldl: Jo. 
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HJI,Jr: 8ure I d1dl 

Jlr, l&ot lot on pollee agenc1ee. 

IUI,Jr: You e&1d JOU would call up JQl"''iaa and 
Brownlow and tell thea I had changed 111 poe1 UOD and 
didn't want 1t done. ADJWa7, JOU d1d notl 

Mr. K9R: I did not. 

3 

HM,Jr: You tried to get t hea on the phone once. 

Mr. MoR: I told JOU I exPected to talk to Brownlow. 
He was coalng 1n !'rca Chicago. He wae coa111!; in the fol­
lowing llondaJ'. I told you he did not co•. 81clt 1n bed 
w1 t h the grip. .And then when he did come down, I •• un­
able to get 1n touch with him. 

IDI Jr: Don 1 t JOU remember lll1 alk1ngl 

llr. ltloR: Not th1e particular t hing. 

RM 1Jr: Ie th1e in Plan 2l 

llr. 8a1th: llo. I wae go111!; to ea)' that woul d 
be an intra:aepartmental, would 1 t notl Deale ent1rel7 
w1 th )'our own agenoiee eo 1t would not be 1n Plan 2. Be 
m&7 haYe thought of 1t 1n relation to the announceaent of 
Plan 2. I th1nlt t here will be eoae del&)' on the intra-
departmental atutt. 

~,Jr: Here ia what I wrote him. 
l ettero the Prea1dent.) 

(April 27th 

Mr. Bell: Where wae t hat g1Yen ouU 

Rll.Jr: I don 1 t know where 1 t came troa. 

Mr. 8a1th: I think what probabl)' happened - - I 
did not pa)' an)' attention to 1t a)'aelt -- I think t he Prea-
1dent! ~• a aa~le of an 1ntro-departaental order 1 aen­
t1one~ 1t at hie preae conference. 

IDI Jr: Pete Brandt aaked h1a and, coming troa St. 
Louie, aite4 the queet1on becauae he'a .ery much 1ntereeted 
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111 tbe Pen4erg~t oaee. 

lfr• ~I Be' I lapl.Jin« that IOMbodJ OYel' bare 
gaYe 1t out , tblretore, 1t ie ••~u1ng fDe h1•· 

Mr. ~: Jotb1ng 1n tbe preee that o-e tl'oa tbe 
'l'reaeUI'7, 6U there wae a etateMnt in, thll preu that 
eeemed like someone had seen that latter. 

llr. ~ll: Plan 2 tbat be talll:e about 11 not int~ 
deparben\a~ 

HllltJi: When I wae up in the oountr7 on tbl tront 
page wa1 n ted Preee. I -• a•aed to read I wae op­
poeed to lt. 

f£· 8a1th: I think be' 1 referring to the faot 1t 
wae in e paper. 

HII,Jr: I don't want to write the Pru14ent an4 
aar I underatand 1t 1 a not in Plan 2 and that it would 
ban to be in the fora of an lxeout1Ye order. II there 
an7 ExeoutiYe Order on tbatT 

llr. 8a1 tb: lo. 

HM Jr: So if I did nothing, wouldn't it etand a1 
it iaT Ae would real17 han to tall:e tile init1at1n and 
order it done. 

llr!g8a1tb: Yee. We ban ginn no thought to 1t 
in tba BU et beau at all. We ban had nothing to ear • 

HJ(.Jr: Could I lean thia with 70U· It 1t doee 
oome up, would you aind talking to me peraonall7o and it 
1 t doea not I wlll let tb1a •morandua ride and I will do 
nothing. 

I 4el1nred 1111 letter to h1a b7 ban4 at HJde Park. 
I read th1a 1n the paper; b*l not •de up rq 111n4 whether 
I wae going to eign it; I ea1d I had 'better do eo•thing, 
10 I quiokl7 e1gned it and eent it_bf -•••nger and wrote 
on the bottoa ot 1t "Del1nred at I{Jde Park b7 auto at 
about 8::50 p. a. • Do JOU think 1t would be good tor 
Mao -- now that be reMIIbere 1t -- to talk now to Brownlow 

r 
/ 
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and e:~tpla1n 117 po11Uon or wOill.d ;rou let 1t ra.ctet 

Mr• lla!l: I han not been able to get bold of 
Brownlow, bUt 1t d1d not reg1eter w1tb • that :rou wanted 
me to d1lou11 tbh par111oular tb1ng w1 tb h1•• 

HJ«.JI's llao, d1d ;rou f1x 111 up an lxeout1Te Order 
tor tbl~1dent to 11gn eo the lending ageno1u would 
ban to olear with u• on an:r borrow1nget 

Mr· !lfB: 'rbe;r han order• on that. 

oOo-oOo 
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mmr IDlGllii!'IWJ. .m. , S!CREi'ARr or 'tilE ftiiSllllr 
LCMELL MELLETT, EXJ!XO:UTIVE lllRI!XiftJl1 NATIOIW. """"'Ott COOIICn. 

.AJillOUNCtlll ( OPl:lNINO .&JmOIJNCEIIEJIT) 

lo!ELLETTI The Treuu17 Departlllllnt of the Unit.cl State. 1 ~ !mown 

·~ u the Treasury, one of the original exectttin depe.rt.­

anta ot our go?euwnt, am one that 1e iDdiepellllable to the 

tranaaction ot tbe Uation •e buineee. The bead of that dep&rt-
..io 

ant~ the Secretary of the Tre&SUrT1 the cbiet tiJwlciel officer 

of the United States. Hie dutiee conr a wide r&Dge that affect 

all departunta aDd, 1n tact, all citbena of the United State• 

nry direct:Q>. 

,L!()JROE:tl'l'li!AUI We are oonacioue ot tbat tact every da;r, llr. l!ellett. 

The Trea111117 Department 1 a acti rl tie a cover a lllllCb broader field 

than the mere collection ot rnenlllt and tbe ~nt ot tbe 

Government•• billa •••••• 

lll!!llEI>"ltiA1l1 The etrictl;r tie cal actirltiee are but a part ot our wortc, thoacb 

ot course the moet ~rtant part. Tbeee include the colleetiOD 

ot the revenue, the keepiiiC of the central aceoante, the care of 

the gonnw.nt funds Uld their diebu.re~, the ~nt of t~ 

public debt, the issue and redemption of trnited States _,- Gld 

the cuatod;y of the stocke ot monetary 11111t&le 1 the et&billsatiOD 

of the e:xcbange nl:ae ot the dollar 1 the eupeM'ieion ot the 

llatioul bclb Gld tbe talt1l.laent ot the Secretaz7' • datT 'CIDISer 

t.t. OJ"1D,ul act ot 1 ~ 'llhicb creat.cl tbe Treuur7 Ilep&rt.Dt to 

-

7 
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•cli&Wt and pr-sm• pl-. tor the 1ap..,. 1 nt Uld -a-t 
of the NnDue, md tort'- auppcat ott'- public debt. • 

' 
b ~- i.e collected • • • • • • ,.. ,;. ., lb .. .. 

IIJRQENTHAU 1 JilT the Bu:rw.u of Int;emal. R8nnue and the Bureau ot Culltou. 

" Internal ReYenue 1a our largeat •illll• Ullit , Besidee a large 

bn11d1ng o! itll own in Wuhi.ngton it baa o!tices in ({Vfley &tate 

in the unioo. LUt ;year it collected S bUlion 600 .uJ.ion 

dollars at a collection coat ot about a clllt to the dollar 1 

'llbich inclnd1111 the coet ot innatigation ot returns 1 aettl 1 ut 

ot diaputed cases, litigation md action ag&inllt tax ({Vader&, 

trot:. the 11100n11b:I.Der to the biageet tcx-.dodpr • 

.A!'ter i.nveetigation, tax casee are sattled • • • • • • 

lroJ;tOE!iTHA~ 1 Now alJDoet altogether in the field. 'Ire haTe decentralise<! ..m.t 

w call the teclmical &tat!. The taxpqer 'IIIIo ill dillntiefied 

with our caaputation of what be ons can now t.Ye his appeal 

considered and acted UJlOI1 bra~ ot 0111' 11011t b1&h1T trained 

expert& at a cit)" near his ~. witbout the .-cpeae ot a trip 

to Washington md without t'- neoeeait,' ot hiring legal counsel. 

A great boon certainl,y to the IINll taxpqers, llld, perb&~, to 

10118 not 110 IIIUl.l- Tbe Cuat~ ooU.ctors, Mr. ~. the 

Mil who -t ue at the doole wtwn w Nt.urn traa abroad or on the 

borders when w retlll'll trc. Caned& or Muioo • • • • • • 

8 
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in dolhr collections, but. it 1e etill an illlportant ac-CT• It 

1a a guardian of our trade and our ~eti.c induatr,r and that. 

tunction of policeman at our gat.ae probabl;y llll&ne IIIOI'e to WI 

than the )50 million dollars the cuetou colleotore turned in 

last year. 

That 350 JdllioM plus Int.arnal ReYenue collections mal.-es about 

six billions in a 7ea:r. This great .treaa of caeh flows troa 

7CNr collectors to • • • • • • 
~ ltr. .. .:....c:r 'fha depository account.& of the Treuurer of the United Statas, 

who is the custodian of the govern~~~~nt 1e operat~ funds . Hie 

immense vault in the Treasury building in Washington al~ hold8 

a store of currency and ooin, but the great.ar part of bill balancee 

are in the Federal Reserve banlca and special depositories . He hae 

a large accounting force which baa to keep track not onl:r of the 

etrea of receipts but of the atrea of ~nte as repreaented 

b7 the huge wlUI:IB of goTert~~~~~Dt dieburaing officers 1 checks which 

co.a in for piiYllll!llt. ~ dq be handles receipte and ~nta 

running into llW\T millions and of course hie books ~~Uat balance 

d&U71 juat as ao;y bankla; but, unlilce the bank, he publishee 

hie figures 8Very dAv . 

The Da1lJr Treasury Statement, saaetilllaa called a real llli.racle of 

accounti.J:W: • • • • • • 

The st.etemant ill the joint product of the 1're&nl'er I a office and 

that of the C<wrlaeioner of Account& and Deposita, the Trea11UJT 1* 
princj.pa'L accounting oi'1'1cer. It. u be wbo keeps the gonroing 

- ··~.,-

9 
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appropri&tion acCOUDte, ofeUMI tbl tn.Detere ot tlmda ~ 

one accOUDt to IJ!Othllr and g-r~ lceepe •ticulowl record 

ot aU gove~t ti.ecal traneactione. From hill boolc11 CCIIII 

data upon 'llhicb the tiec.J. uaiatant to the Secretary, Ul ex­

perienced career officer ot the Treuuey, bailee hie report& to 

N &II to tiecal proepecte and financi al needs . I should add 

tNt the checks the Tre.._. JNii:l'1l are ..uatJ,y iesued bT aDOtber 

Treuury ottici.al, the chiet diebureing offi cer, through hie ot­

ticee 1n r.~n and 1n the t1el4-'llh1cb mean8 throughout the 

COIIntly. 

But when the diebursements exceed "''"' .. • • • • • • 
The ditterence, of course, lllll8t 0011111 out of tbt' General FUnd 

balance, 'llhicb 111118t be replenished b;r bolTOII'ing on the general 

crecl1t o:t the United states. New or nf'llndi.Dg obllgatione­

bonds, notes or 'l're88UJT bUJ.a, are pNpared b)" the Ccaoiaeioner 

ot the Pllbl.1c Dabt, who alao exeroieee euperf'1.8ion ower the iesue 

and redapti on o:t the Goftrment•e public debt obllgatione. 0... 

cieione -.et be made u to when to otter eec:uri ties, boor IIIUch and 

what kind; and since old debt 1e conetantq maturiDg, uturitiu 

llftat contimlell,y be pushed forward 80 that not too 11111ch o:t the 

debt 1e pqable in eey one year or group o:t ;veare. Tbeee are 

direct reeponaibilltiee o:t tbe Secnt&rT o:t tbe Treasur7, 1n 

which be baa the help o:t variou.e -.bera ot hie stat!, i.ncl~ 

ruearch uautante. Selection of the kind ot is-s llbich tbe 
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Ml'ket w1ll -t rNdilT aheor1> h&a, ~ oouree, a bear1DI OD 

tha i.Dtereat cost to tha aowen-nt. We lwn beell euooeeatul 

in acCCltllplia~ 'fW7 eubllt.ntial reductiON in iDtereat ratee 

in the lut tive yeara, u w ll u in utendinc tha average 

maturit)- ot tbe debt, 

!1 
J 

Secretary Hull., in our bro.dcut lut week, .ntioned tha Treuury 

u a depart;Mnt with which tha State ~ baa cloee cont&cta.oof• 

lioet 1aportartt ot our actirlties in the 1Dternat1ona1· tiald i.e tha 

aupernsion ot foreign exchange, inclucH.ng the operations ot tha 

Stabiliution Fund, through which our own citizens and those who 

do business with ua are protected qainst rlolent nuctuatiOM 

o! the value ot the dollar. In that 110rk we h&ve indispensable 

belp trom representatives of the State Department whom Secretary 

!!ull. baa assigned to cooperate with us. With their usiat.noe 

we were able to conclude the tri-partite 1110netary umerstandin& 

with Great Britain and Franoe, to wb:icb Belg1Ull), the Netherl.anda 

and Switaerland later adbered. Th1a h&a been a strang inn-

in pzatiOti.q: international .onetv:r etability and p:ewenti.ng trade 

dielocation. We alao have Treuury agent& in ua;y caantriea, 

llboee work i s ~ in connection with Customs matter s, tha en­

tor-nt ot Narcotic las aDl conventione, and the proteotica 

~ the public health, 

Public health is hardlJr a filcal tunct1011 , • • • • • 

i 
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)IB)EIIftl&lh Jlo, ~ _... it. 11 DOt. It. 11 an-~ ot b1lt.ar7 t.bat. t.M 

Public llealtb s.nice, om ot t.be t1DMt u ..U u - ot tM 

ol.deet. o! the gvtw-t11 100Ul aDd hqeen1t.ar11D tbzlct101111 

hu been in the Trelbll17 Depart.lat. It started with a boiJ)it.ll 

eerrice fer ee-, usooiated with the ou.t.c-, aDd .trc. tbil 

baa ll'f'oln<l tbe general quaraati.De aDd heal tb serricee 11bich 

lwYe ~ ot iDoalcvlable "Yalu t.o ell oar c1t1HIUI. 5 ralwt 

e1ailar is the bilt<J:T ot the Cout Otlard, with ite tleet. ~ -

goiqr cutters, patrol boats, tu&,., ice-breakers, its ~ 

tor rescue warit aD1 law-enfol c IE rnt patrol am its great cba1a 

ot 11!'~ stat10111 11bich girdle the oout.e and 8UJ'1'0QJid 

the Great Lakes. That ell began with revenue cutters t.o oOSibat 

Blllllg~. But the Cout Ouard, which reecvee persona in peril 

at sea and enforces oar lall a:enerallJ' in the cout.ll -t.er•, 
still baa an important Treaaur7 1\lllotioo in the protection ot 

the rll'niDUB. 

The 'l'reaauly baa ~ a poll- • • • • • • 

So IIUch eo that 11081:. of the iDhabit.ents ot .P'ederal. penit.eatiariN 

are put there u a rNUlt. prilllar~ ~ till actirtt111 ~ T:reaaul7 

~ntorcamst agent.e. Ollr pollee agenoill 1nel111M 1 beeid .. t.be 

Cout OU&rd, the CllltoM aa:encr eerrice, th secret Serrice, wbicb, 

in additioo t.o protect1nc the Pneident, O<lllbats cOUDterteit.iJicJ 

the .enter o nt; branch of Jlcohol Tu OnitJ the llvcotiol Bw r 

and the In~ Unit.~ the BureD ~ Iaterual. liM•-· A--. 
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the aecompl1shlllents of the Intelligence Unit , w!Ucb acte 1n 

eases of suspected llilll'uJ. evaaion of income taxes, have been 

tho conviction of a long liat of racketeers , who bad made t.__ 

selves leaders 1n ll'..any varieties of crime. 

To go trom crime to manufacturing end construction • • A • • • 

! 3 

Yea, the Procurement Division haa bad the respotl8ib111t,' of 

designing and building all gavernment buil~a, 1neludillg post 

offices, throughout tbe country. We .:Lao bu;T supplies and 

materiala tor other government departments, from paper elipe to 

tractors . And as to I!Wlu!acturing, we do saoe of that too. The 

Bureau ot Engraving and Printing is a big industrial plant. It 

occupies two large buildings 1n Yiashi.ngton, bas some six thousand 

empleyees and manufactures all our paper money, government bends 

and notes, postage and revenue sta.mpa, checks and other obligations 

and documents . Our mints a."'d usq offices are also manufacturing 

plants , They assay gold and aU ver and cast it into ban! and the7 

manufacture coins. The J.:1nt Service .:Lao hes custody of the stock 

of monetary gold and sUver. There 1a a special depository for 

gold at Fort Y.nox, and one far aUver at West Point. 

You would need, I should think, 1n all this beth legal and economic 

advice . 

l.lORGE!miAU • Indeed we do . The General Counsel or the Treasury, directing legal 

divisions 1n all branches ot the Treaaury, is one of the moat 11> 

portent law officers of the Goorernment. l\'e have three research 

• 
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d1'ria1oua, om OOIIoCCLDid With •••- NtiMte¥1 ,_.al !'reuu17 

etat18ti011 and~ NHarOh, motlm' With taz I'Qearch aa4 

a third With .:metar:r imeet1£at1one. 

The United Stataa Tre&aur,r-oolleotor, boolclceeper, pq~~Utar, 

banker, tin&ncier, buil.der, lll&liU.t'aoturer, a&ilor, poll~ end 

phyaician • • • • • • 

All of tboae, l!r. Vel.lett, md 11011e we Mire DOt bad t1ae to •nt10D. 

( CLaSIJll ANNOUNCEl!ENf) 

-o-
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V'aobert P. lacDer, ot a .. Iork. 
J:al'ter Olaaa, of Vil'llnla. 

Vllba •• &I'll.,, ot K•tuclcy. 

0-'-1- .1; 

;1-• P. 87rDaa, ot South Caroliaa.­
VJob:A a. Bukh•d, 2d, ot Alabaa. 

Un B. Adua, ot Colorado. 
VPI'eDCh T. -.l.ODaf, ot CoDMOt1cut. 

Oeoraa L. Badolltta, ot •l'Jlaad. -­
j'raat.tu a. Brot~~~, ot 111cbi«U. 

v'J-• B. Jlucbu, ot Delaware. 
O}Jda L. Harrill&, ot Io• • 

./wnJh• B. Suthers, ot a .. Jara., . 
,lob:A 1:. IU.Uer, ot .&rkau ... 

v j). llortb Clark , ot Idaho • 
VSbartdu ilolnlq, ot Calltonlia. 

ltQgbliqep• 

JollA G. TOWDaaDd, Jr., ot Dala•ra. 
~ I. l'l'uiar, ot lortb Dakota. 

Cbarlaa 1. Tolle,, ot In llupablra 
lob:A A. Duahar, ot Coaaacttcat. 
Robert J. Tatt, ot Obio. 
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RE niWICUL ASBIBTANCJ: TO NICARAGUA 
(AND O'l'HEI\ LATI N AMERIOAII COIJNTRIJ:B) 

Ma7 4, 1939· 
4:00 P. M. 

Pre senti 

H. M.Jr: 

lfellee: 

H. M. Jr: 

Jonee: 

Pierson: 

Jones: 

Pierson: 

Jones: 

1felles: 

Jones : 

Welles: 

Jonee : 

Mr. White 
Mr. Fole:r 
Mr. Lochhead 
Mr. Jesse Jonee 
Mr. Warren Piereon 
Mr. Sumner Welles 
Mr. Fe1a 
Mr. Duggan 
Mr. Briggs 
Mr. Collado 
Mr. Young 

Yes. 

I think it 1s up to me to listen toda:r, not to 
talk. 

Well, I 1ve given my prexy to Mr. Jones. 

We 1 ve got about three dollars and a quarter to 
divide up among all these 230 million dollars 
Horth ot ~pl1oationa. 

Four and a quarter. 

Four dollars and a quarter, to be exactt 

Four and a quarter. 

Now, do you want to just talk about Nicaraguat 

I think 1t it ' a agreeable to you we should con­
centrate on that , because the time e~ement is 
involved. The President, I may soy, has fixed 
5: 30 P. M. tomorrow afternoon in the Oval Room 
to discuss some or these questions with him. 

To d1souss it. Will the President discuss the loant 

I think only in general tel'llle. But he 111 want to 
indicate, I think, very detinitsl:r that we are 
able to do something, and naturall:r it would be 
easier tor him to indicate what sort ot thing we 
could do.... ' 

Wh:r wouldn 1 t 1t be better tor him to ind1oate that 
we would 11lte to do something and then have us 
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Jones: 
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get down to cases acroas the table, like we would 
with anyone elset 

20 

I think that's entirely all right. The President 
spoke to me this morning about that idea. That's 
entirely satisfactory, and I would suggest that it 
be handled Just as the Bra~ilian negotiations were, 
when you and the Secretary or the Treasury took 
the lead i .n some of the specific suggestions. But 
I think we ought to be able to indicate to the 
President of Nicaragua tomorrow - I think we ought 
to be prepar&i to indicate to the P resident of 
Nicaragua tomorrow that we are prepared to do eome­
th1ng and that he can be referred to some of .jOU 
gentlemen who will undertake discussions. 

Ot course, we are not prepared to do a great deal 
until we get some more money, and t hat's the reason 
I thought i f we could ben little~hoosy• in our 
fiOrds first, that •we want to do some t hing, would 
like to do something, ~nd it you would have someone 
e1t down with our agencies we 'll discuss it and aee 
what you 've got that you ' d like us to do and what 
i s the moat deairaple, and then we'll talk further• -
I mean that would be the natural way to do the Job, 
and i t seemed to me that the natural way is the best 
way. 

It's entirely satisfactory to me. 

Ve don't want to tell the man necessari~y we 1ve o~y 
got four and a quarter million dollars that we 
could lend to all or South America. We 'd rather 
not show our hand in the beginning. He mi ght say, 
1\fell, I ' ll take the tour and a quarter.• 

So I think 1f we oould handle 1t that way, it would 
be more satisfactory. Then those of ua who do the 
negoti ating or d1ecuesing with these men, of course, 
must keep in intimate contact with the Treasury 
and the Stat e Department. Anybody else interestedt 
Is Oommercet 

I think - naturally think we can allocate some or 
this money, but I have the feeling that whatever 
amount we do wi~~ be disappointing in the first 
instance. .A.t the same time I am also sure that 
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Jones: 
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Jones: 
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Jones : 
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Jones: 

1/elles: 
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a small amount ot money to us is an enormous 
amount ot money to them. 

Perfectly true. 

And it we handle ourselves right maybe we can 
aatisty them w1th a small amount ot money and 
accomplish more tor ourselves than if we gave 
them too much money. I think we can very well 
profit by sooe or our past mistakes i .n lend1ng 
people more money than they oan PaY bac_lt. And 

21 

I real i ze too that some or this money will probably 
be a long time coming back, We 1d like to make it 
as business-like, and make it look as bu~ineas­
like, as possible, 

Certa1nly. 

Those are about my views. 

Well, I \JOUld 11ke to have some indication, not 
tor the President ot Nicaragua, but tor my own 
information, as to what kind or thing you have 
in mind. 

Nothing until I talk to the man and see what he 
wants. Now, if he wants to bu1ld a road tor two 
or three million dollars or if he might want two 
million that he could do something else with or 
one million he could do something else with -
I think we ought to talk about ths th1ngs that 
would be interest1ng to hi.m, that would be help­
ful to him. 

\fell, I think we want to decide this afternoon 
that certain th1ngs that he wants to bring up 
should be discarded from the beginning and that 
none ot us should discuss those particular things. 

For instance? 

Canalization ot the San Juan River. 

I think I agree to that. 

That is something that I think tor political reaeone 
ehould be out ot consideration, and I think the 
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Jones: 
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Jones: 
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Jones : 

Welles: 

Jones: 
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Jones: 
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President should indicate that to him tomorrow 
afternoon. And I think the President should sa:r 
in general terms that vhen it comes to question• 
ot road construction or the construction of public 
utiliti es, or some torm ot aas1etance tor the 
National Bank ot Nicaragua, that those are matters 
that have poasibilit1ee in them and he vould be 
glad 1t t he President would discuss those questions 
with the Secretary ot the Treasury or yourself, 
whatever the situation may be , · 

I s that agreeable to yout 

I concur. 

Make i t Mr. Jones. 

All right . 

Mr. Jones sai d that he'd keep me posted • .•• 

Ieep everybody posted. 

• • •• as we go along, 

Yes. 

Entirely satisfactory to me. 

All right . tlov, what elee tor thatt Is that about 
the progxoam on Uioaraguat 

So tar as tlicaragua is, concerned, I think that ' s 
all right. 

You got anything elset 

No. 

Nov, I 1d like to disousa while ~· re here, then, 

22 

this possible program. This runs obviously, I 
think, to more than a hundred million dollars. I•d 
like tor us to determine what is the proper amount 
ot money to try and make available for South America. 
It we can 1 t do that this atternoon, I 1d like tor u1 
to be thinking about i t and not Just guess too much. 
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Let's do as good an eetimating Job as we can do. 

Well, I'd l i ke to answer that in this way. You 
are a tar better Judge than I am or what the 
political possihilities are, what the attitude 
on the Hill may be . But I tor one ~ sold on the 
idea or the Secretary or the Treasury, which is 
the possibility or asking tor authority to obtain 
a charter for a new Bank which would be called the 
Bank or North, South and Central America, some 

23 

term or that kind, and attempt then to get capitali­
zation tor that Bank or one hundred million dollars . 

One hundred milliont 

Uelles : Yes. 

Tfelles: 

Does that mean the maximum lending capacity would 
be a hundred milliont 

Yes. 

I think that should be subject to some further con­
sideration. That's a little low. 

\-/hat I B that'l 

If that 1 e going to be the maximum, I think possibly 
it may be low. 

\fell, as Kr. Jones said, this is merely a ;>re­
liminary discussion. I am simply throwing out my 
own suggestion . 

\{ell, I 1d like to say this. I think it is most im­
portant for the President of the United States to 
make up hie mind, does he want us to go ahead and 
do a real job in South Amerioat Then, 1! we do, we 
ought to get a Bank or North and South America. And 
I think unless there is some great - it would be 
just as easy to ask t'or two hundred million and let 
them whit t le us down. But I think it 1 s important -
I mean just the fact t hat we ask tor 1t and get it 
i s a good gesture . 

Ky suggestion is 
be the l'lin1mum. 
with • ••• 

not the asking point, but what would 
In cy judgment, we ' d be satisfied 
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I mean towards South Amerioa and the rest ot the 
world at this time, that the United States Govern­
ment is forming a Bank ot North and South America 
v1th X millions ot capital - I th1nlt that Just in 
itself would be worth a lot Just at th1s time. 

No question about it. 

I th1nk it 1 e up to the President to make up h1a 
mind and it he wants to do it, to do it. I mean 
you have tour or five countries on th& tire and it 
that was known I should think it would strengthen 
your hand. 

Very muoh so. 

I'm heartily iu favor ot it. 

24 

Then it these loans - I mean explaining these loans, 
I think we ought to tell the people on the Hill 
that these are going to have an effect ot a - I 
don't like the word •political" - State Department, 
give me any better wordt 

Long-run. 

What kindt 

Long-run. Very long-run. 

\fell , anywa:r •••• 

What's the diplomatic word tor political loanst 

Policy loans. 

Policy loans. 

Do you think that 1 s diplomatiot Can't :rou think 
up a better word than thatt 

Loans in the general interest. 

It seems to me the issue that you want to stress is 
the tact that these loans v1ll be in the interest 
ot the developmen and stimulation ot trade between 
the United St~tes and the other American Republica. 
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Well, why don't we bring the thing to a head by 
having a bill dratted, send it to the Budget Bureau, 
let them send it over to the President , and let 
him say yes.or no? I mean that would bring the 
thing to a head. 

I t seems to me on short notice - I hadn't thought 
much about a Bank ot North and South America. 
Normally, naturally, I would assume that it would 
be easier to get an increase tor one existing 
bank than to set up another. There might be some­
thing in the psychological - might be some psycho­
logical ettect desirable in having a bank just tor 
North and South America. I can see socething to 
that. Outside or that I think you 'd get along 
better on the Hill it we asked tor something tor 
the Export- Import Bank. 

~/ell, the other thing, Jesse, talking here, is 
that we could tell the peopl e on the hill, "Now, 
this North and South America - we ' re going t o 
tAke risks tor policy reasons that we don ' t expect 
to take in the other Bank. • And then i t Poland 
or Turkey or Portugal comes in, you could have a 
pretty hard-boiled attitude with those fellows 
in that Bank; but in this Bank the policy would 
be di tterent . 

And the type ot loans mi ght vary - very long- term 
loans. 

That ' s right, 

This other is, atter all , to promote exports. An 
Export Bank tultills a dittersnt tunction. 

Ieep your records tor the Export- Import Bank the 
way it is, good , and on this thing Just tell the 
fellows, •Hell, we expect to lose halt the money. • 

I liOuldn 1 t want to do - I don 't thi nk we could get 
very tar wit h it politically on the Hill . 

You don ' t think so? 

No . 
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Jones: 
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ilh.1 te: 

- g -

I think we are now t al.king presentation, not drafts. 
An argument ot certain validity can be made to the 
ettect that these countries are al~ young, growing 
countries, and like ours during that period ot 
development • ... 

Sixty or seventy or eighty years ago. 

26 

•• •• look ~owards the older industrialized countries tor 
industrial reeourcee. Private industrial resources 
ot all kinds are absent because ot disturbed economic 
and repayment prospects, and so on, and the healthy 
development ot our relationships with thls area 
compela us ae a Government to step in and assume 
that activity, to a certain extent, and assume eo~e 
ot the risk. And at that point you can go on appro­
priately and say, •And it may be that tor reasons ot 
another character in the world ot today we will Wtult 
to assume risks ot a rather unusual nature. • I think 
you can build the two thinga more or lees in together. 

Wel~, to get back - you made a seed loan to a tarmer 
and the Congress is glad it ~re get back 70 percent. 
Then you come along with Farm Security and you ' re 
glad it you get back 50 percent . You make a loan 
out ot Intermediate Credit Banks and you expect to 
get back a 100 percent . We've got ditterent kinds 
ot agencies 11ith di tterent kinde ot recorda ao to 
collections. There's all the ditterence in the world. 

It's just the means I 1m thinking about . 

I was thinking in terms ot Farm Security - it you 
collect 50 percent back, why, ewell. But in the 
Intermediate Credit Banks you expect a hundred 
cents back on the doll ar. 

I can see the desirability ot making loans to these 
countries down there in proper amounts and with 
proper terms. I can see t hat. 

There i s also something 1n the tact that they have 
only recently limited this hundred million, and 
therefore it you ask tor an increase there would 
be a little more opposition than it you ask tor 
a new instrument eo they wouldn't have to reveroe 
themselves so quickly. 
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I don 1 t th1.nk any or us would know about that. NT 
first thought 1s that it would be easier to expand 
something you've already got; but i! there is any 
advantage in doing it the other va:r, I oerta1nly 
1«1uld have no objection. 

21 

Well, wouldn't it bring it to a head it your organi­
zation would bring up a bill - Foley is avulable 
it you want to use him to help - and get it over 
to the President? I mean do it both ways. · 

Couldn 1 t it be drafted in Ill ternati ve rorm and then 
Mr. Jones perhaps ascertain down on the H1.ll what 
the response will be to the two rormet 

\Tell, I think that we can - I'd like a little time 
to think that over it I may have it . 

lfhy nott Couple da:ye? 

\1e 1 re all working to t he same end. 

No11, did you have - \iS tinished on Nicaragua, did 
we? 

\1hat else have you (\fellea) gott 

I haven't anyth1.ng else. 

You mean all you want to do today is Nicaragua. 

That's al1 t hat I was here tor • . 
Is it in such shape then that you're satiati edt 

Entirely satia!iad. 

Then 1 111 expect to hear !rom somebody !rom your 
place about t his next step. 

Wall, the President or Nicaragua is only go1~~ to 
be here tour days, and either you or somebody 
aot1ng tor you ought to be in a position to start 
talking with him Saturday morning. 

All right. 
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All right. Well tben, I' ll aake tbe &l'l'aDC .. Dtl 
v1th h1a and send :rou word. 

Fine. 

I 1m sat1stied. 

Anything else' 

No, sir. 

I 

28 
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TREASURY DEPARTMENT 

INTU Ol'l'1CK COWMUNICAT10N 

_.,. Ka:r 4, 1939 

TO Secretary Morgenthau 

PilON lolr. Will t e 

Subject: Nicaragua 

Summary 

1. Is Nicaragua a good buslnsea rlak tor a loan ot $Ji m1111ont 

A loan to Nicaragua would be a good business risk only 
it the loan were soundly invested in nroductlve enterprises 
which woul d yield additional foreign exchange more than adequate 
to service the loan. A loan tor the purpose ot building the 
Pan American highway is not such a productive investment, bad-
ly 1'1 8 it may be needed tor the development of Latin American * 
relations . 

The loan to the bank woul4 not be productive except insofar 
as the l oan 1e necessary to buy our way into having an American 
control the bank with suft1c1ent powers to prevent further mis­
management. 

Therefore, the wisdom ot making the partlcular_loans that 
are being proposed must be decided chiefly on a political baaia. 

Nicaragua has serviced her foreign debt (amounting to 
$300, 000 to 1500,000 a year) alnce 1911 because American Marines 
have been there to collect the debt (the upkeep ot the Yarines 
~&s ~robably aa much as the debt service) . 

2. What political considerations are there t~At JustifY a loan 
ot that amount to Nicaragua? 

The loan is small but on a per capita basis it ie equivalent 
to a loan to Brazil of almost $300 million. 

There is no special reason for making the loan on nolit--·-·-' 
grounds. There is, however, the general obJective o~ keeping 
t he Caribbean countries friendly to the United States. In the 
case ot Nicaragua there is the additional enecific consideration 
that we ought to do something to erace the bitterness left by 
the occunation by our troops during eo long a period. The small 
countriee in the Caribbean area are amply large enough to provide 
a basis for either mil i tary or propaganda centers tor the 
aggressor nations , and full cooperation between any Caribbean 
c ountry and a foreign power could nrobably menace the Panama Canal . 
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TREASURY DEPARTMENT 

DAft Jfq 31 1939 

TO llr , 'IIlli te 

PROM Jlr, Keneon 

Subjecto Nicu~ 

1. Proposal tor loana. 

(a) A public worke prograa ia to be initiated in which llicarapa 
ie to finance the dcaeetic ~~ateri.ale alld labor and the Blcport-Iaport 
BanJc 1e to finance external upeodituree, all of 'llbich will be made 
in the United States, .An American encineering ttno Will ba selected 
to plan and execute the prograa. 

(b) It ie further propoeed tbet the Blcport-blport Bank -.l.vance ~ 
to ISOO,OOO to the National Bank of Nicar..,ua to be used tor excbanp 
etab111zat1on. Tide loan Will be granted upon the condition that an 
American tinanoiel advisor be employwd by the bank to control the uee 
ot the bank's foreign exchange aeeete, 

2, A public works prosr• ill needed in Nicaragua , 

Public won:e can be eelected which will be highly productiTe to 
the country in the long run . Bnt the Pan-AIIericen hi&tftlaY, ltl:ich hae 
been eugpeted ae a likely project, 1e not the aoet needed public work 
in !.'icuapa and trooa the point ot view of dneloping the productivitT 
ot the countrT INch batter project& coul.d no doubt ba tound. Tbe Pm­
A::!erlcan bi.ghlri:J ill not an econcaic project at the preeent tae and at11 
1'8&rll will elapse before it can be considered ae a source ot revenue alld 
wealth to Nicarapa. 

), Nicara,gua cannot afford to increaee ita annual debt service b:r Ullde~ 
tlkulii additional, oblliatione unlee'" such obligations arise tran M,mly 
producti._ investments , 

(a) Nicaragua ' s only eouroe of toreien exchanp ie in bar favorable 
balance ot trade, which bas aTeraged about I?SO,OOO a yeara>r tbe 
paet six years, (including exports of ita current gold production, 
which .aunte to a lit tle onore than 1300,000 a year). 

Although adequate 1n1'oration 1e not availaU. it 1e 1.1kely 
that betnen 1300,000 u, 1m,ooo a T88J' ie needed to eernce ita 
debt now in foreign bands and troa 1300,000 to ISOO,OOO a Te&r ia 
DHdecl to tran.S.t profits ot AMricen caopaniee operating in 
Nicarqua. 

30 
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llr. White - 2 

At tM pre•nt tm 111caracaa Mioteioe lltrict ccotrol owr 
illlports . It 11 uoll.ke~ that ehe could 6ain aore tree !oreip 
exc~• bT further reduct1ooe ot iaporte without illpoeiDg .. .,..re 
burdens on her populatico. 

(b) Althoush the current indebtedoeu or the Nicaraguan Gow~nt 
UOUDte to only $8 mllllon, the burden or eerviciDg that debt ia 
""1"1 hea"T on the emall and relatiwl,y :l.apowriebad count17. Of 
the total indebte<lfieaa, rrom one-third to one-halt 18 held abroad. 

(1) The preeent debt eenice taloee 20 percent ot its· annual 
budpt. 

(2) OovernMnt rnenue at the preeent tiae 11 dependent on 
culltoaa tan a, whi.ch cmatitute 50 percent or total gowm­
aent receipts. 

(c) The taYOreble balance or trade ot Nicaragua 1a precariou 
becaw::e or i t e Mpendeoce upon the export ~~arlcet tor hanai\U and 
cortee. '.l'beee two producte compr11e 70 percent ct total expert e. 
The position of the cot!ee induetey ie enUrel,y dependent upon 
the policy Brull adopts with reepect to price control. The bulana 
induatey 1e in a weak position a t the present time becauee ite 
welfare he& recently been meaaced bT banana diseases and further­
more a tn lars- ccmplniee control.l.illc banana production in other 
countries can weaken Nicaragua's position through their policies 
ot ahitti:ng productioo tJ'OID one area to another. 

(d) Tba bulk ot Nicaragua •s iaporte conld.llt of coniOlllption goode, 
particular~ cotton textllee, ph&macentical euppliee and .. chinas. 
The iaport cootro1 syetea succees!nl.l,y reduced the total '1'01-.- of 
iaports. 

4. There hu been ebarp 1n!lation 1D Nicaryua 1D the paet tn ;reare. 

(a) !"rom 1930 through 19)8 the budc•t ot Nicaragua baa been in 
approxillate balance with deficits alternating with eurplneee. 

(b) The currency in circulation inoreesed !J'OIIl 3 mllllon cordobas 
in 1934 to 12 mlllioo in lllarcb, 1939. In the peat nine montha 
alone the circulation increaeed trao a lllillion to 12 1111111oo. 

(c) Total toreign excbazlge aeeets ot Nicaracna uount to $1 aillico, 
ot which perhaps $100,000 11 in blocked German marke . The note 
circulatico amounts to 121 alllion. (l'iw cordobae are equ1'111lant 
to $1.00. ) 

(d) 1M currenc)' ot Nicaracna bae been depreciating eb&rplJ- in Ule 
tcreip exc~ aarlcete einoe 1934. The cordoba -• Talued at 
90 ceote in 1934, 50 oente in Jnl,y 1937, and 20 oente in l!arch 1939. 
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llr. 11b1te - 3 

5. Vnit.d StftM=111CKMMp toonTc nlatiw 

(a) In 1938 U. 11111tecl States took 67 percent ot llicarac-'• 

exports ud eupp1.i.ed 59 peroat of her t.ports . 'DM cOUDtr)- nut 

1ft i.aport&Me .... a.~. ~ob parcbaHd lO peroent ., llic&ragaa's 

exports and aupplled her Witb 14 peroent of her 1Jiporte. 

(b) 'D>e trade position of the 11111ted States 1n Nir aragua hae beeD 

iapr<>Yinc 1ft tbe peat two :rear a ud Geru.n;r' s poe1t1co baa bHo 

woraeni.nc. 

6. Nicaragua ie not 1ft default on her foreign debt 

In 1937 When abe was baTi.ftc d1tfical.t7 1ft Meti.ftC ber fora~ 

exclw!p obllgatioca abe e.rre.Dged an agre-nt Witb ber cnditol'l 

reaulti.ftC 1ft l011ar &IIIOrti.cation pe.~nte ud a l.cftr interest cbar,. 

per year. 

7 . Nicaragua ie Clll8 ot tbe countries 1ft wh1cb tba dollar diplouc;r 

ot prertoue ad!o1n1etratione wae moat !i&ol'Oilal.Y applled and tbe F!&­

ence or perican mari.ftaa ia acutelY reMI!lberad. 

Regraded Unclassified



-.... 
•• • • 

..... ell~iatMrt »11M 
II 1eW .. ~ _, ef ti'P,OOO,OOO 
..... ~ .......... ~ .. 1 al ...... 
.., ......... h ......... n .... 
I zdMtt• ell~ -'Sit ..... _. .._ 
Ill • 11M •rz• I Ide ls.t\ -' ,.,,000,000 
Sa te• .. t10 1 emS as.- I te M\ -
.. - ~ I ' ., no ell~ -''"' tie • wt ee ._ -lF reu"n -.11ra1._ 
......... , "" Sa .... ef tM 1 I W P ,... en~ Sa ~ ~. 1 _. tM ,.r:rtu. 
.. u.s ...... =r" ., ........ ,... ,_ 
0 .. eeSeMl wueee, I - M e-.. ...... 
.,.. a\ We UM. 

Ia .. ,. et all .._ el-et errr I 
ru t UIM ,.. t-rsw ~ PI 
en~ eentft.,..e Sa ~ tumtPMt• -' 
t10 ** • ra • =r ,_ ,_ tiiO,ooo,aoo .. ta,aoo,ooo. flllte etU 
-·t1Lee U .. r %I II tM .... ell~ .. a 
II 

1 
••• 

...... 

33 

Regraded Unclassified



• 

! 1 , • -, r 1 1 r ~ 1 1 ' "~ 1 ~ g t · r 1 
1 · J i 1 r ~ 1 ! i 1 1 i ~ ' ; J ~ 
. ~~ilifE'lf!· Jrflc-!llrlf & 
"~ , ' ~ 1 1 , , , : • r 1 f ' .. r ~ 
lJJE~f ~i··~~r 1)l~J 
.. 1- •att ~.:::;::~ .. lli I til 
'·IJ=-a a.1:r.f2 1 l ,!c ~ 
f I ~ . : ' ~ l ~ • I li ' £ i r ~ J 

I • r ~ f ' " : f l · " ( 1 
t ~ ; ! r ' ;-~ , I f ! I r : ~ f .. • 
iii~ ( J ... f t f f! f • r f ~ f! !;:f I 
i f li f f i r I li li r ~ ~ i ~ i ~ I 
' ! i 1 · r r i i ! ~ i ( ~ J f ' r ' i a 
1 ~ ~ ~ l l I t ' ' I • .. ~ ~ ~ I f r : ! 

, '!~r~f· :~~r-i'{J!rf, 
' : i a 1 t r ! : ~ ' i ! . 1 1 l f j 
i 1, l l I i ~ f ~~ f f ~ J J l ~ l f I f 
~ • • « : • 1 I f ~ ~~ f f ~ :.'" f ,., 

5 • ~ 
~ j • f • • . r = I f ~ Jt ( : . 

f I ' i l J 1 li a • i 
• 

,. ,, ' 
, .\ 

! 
~ 
• ... 
I • 

<-.> • 
' 

Regraded Unclassified



• 35 

...... .u- el ........ &a lUAU. .. .... ••• .. .... -- .... 

..... • 5 0 Ql .. ) f e ............ tM 5 l PJI ) .......... 

1111 ..... ....Utlf.a el tM ... M el 1

1 'lr JL, J.9Jie A .-ft\., 

--.. 1 ' ... , w eta li'r .... ,...rN _. ...,..... 

'" .... 1• "" .. ...u .. Uoa,... ._.-. ~ u..,... n .. ,..,. &a 

... " ........ til' ... ..u .. ol \lie .. Uu .. - ........... ··~·-

111 ,,.., tual ... \Ne latoeNIIUe 11\11 Ulc aa..-tt~ clU.tua ..... 

•• U ta, 1t Rul.l - o~ow tlla\ Ulc ..U...ttoa el tilt MUtllla\ha 

,_.18 Yltal \e U. diU w ... ._.... et Merl- ....__. I WI* 

t.lllt. U.n wlU lie ftl7 Ut.U.. UtttCial_, 1• 11nUC tllta ,.._ •1 ·1 I a-
._ u. ..,. ..... nau ... 18\e,...u 1a ... oa ot u. ~ 111 •'• 

\lila l*!III'Ua\ M.e t.llat. U. ftalllU•tta ...... pl 1 .. 1a w"UIIiaa tilt 

tau..au~ -\817 dt..\loa .... *"*"' llc1pla1Mert.- l '*ses 

........... tile ...... , , ........ ~ crl.U ........... .-taUt- ..... 
pon ter \liU ,..... 118\11 &a u. ~· ~ • ..U as &a o=, ..... 

(I) N'". ,,,. tile n 7 • I ? ' ot- u, 1m, .. 

_ _.hill "' \118 Ooll ... l'ft &n et laa__, )01 1934, .... U. PI" tiC \ tilt 

,_r \o fla Ulc aolA --· of Ulit lollo: llcl I Jl) .. *t per ..... el 

tu f- e-11 1 *"''- 1t11a ,_r - • ..,..t,.. &a ~~ 19)6 ~ 

11"1 • P IIJ U. hwl,_, for • MII.U.-1 ,..... ,....._, \e .,... ,._. 

-'**&a \118 Pl"wlla\~oa 1_, Jf. 1'?, tilt '-Ua\ ac ,., U...U.. 

as1 tt.1 U• a-ll _._, at ".o6 per •• el tw tca.r a-ll _..._ 

till; ... a-ll • ~ ftlue o1 bS • - .. apt•\ tM J'rl• .,._ 

et......, • l&tts tile ,...,~rua•r ~- \lilt,.,,,.._ • JD 

,_ ..... at lW .U eel~ Ill ... ,- ... 11011- PI llf \1al Prtd tiM 

-Regraded Unclassified



! Jf! i ~ ~ 1 : 1 · t r i 1 
1 r 1 • ; • a f r 1 

! ,. ! = r f ; r ~ ~ I r t I ~ ; J ~ : t 2 : I 1 p[~ i ~ ~ i 1 f ~ • , i r I • 1 • 1 
~ E ~ I ' • s ! r ' s r • 1 ! f ! I 1 ~ 

i J i i J i ~ I j 1 I ! ~ ~ ; j I ! t • I ~ 
I ~ 1 l f f f i ~ J f . i ~ : I I ~ 4 

I f•l'fl' I l! Ji1 4 I ' ; ir n!! r! :.:td;iH: I~ 
• ;;~ !"fPit Uai&fl'illf( 
~ ' f (!fi, qql:.,fffi' 
P r 'if• • r. liii ~· I 

i ~ ~ ~ , ~ , • ~ • = f , • . I t I r 
~ I if d I•JI :Jif I ~ 1 [ f ~ r f .. • ·I!' ,.,.l. t- 1t'i .. 

I i 4 l_ • f l ! l·t f I ~ • 
, r l _ c.> •·. ..__ 

0') ~·~ 

l Regraded Unclassified
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111111'1 - .. u o. 

Opento.l ••· loDe. "'io Ill_.. 

lllllr a Bello. llello. 

lira. Bo•r 
f. Bonaa Bello. Ill'. lorc•tballf 

BJIJrt 

Jlra. B.t 

Bllll'l 

lira. B.a 

BJIJrt 

lira. B.a 

lira. B.a 

lb.-a. B.a 

lira. B.a 

Blllra 

lira. B.a 

Blllra 

Jlra. B. I 

fal.Jtlq. 

.lh - fbia 1a Jlra. BoDe. 

Yea# lira. BODe. 

I oalle4 70u beoauee - ot oourae JOU 4oo1t 
mow. but llr. 8aal llaa8# Collector ot cutc.e 
acler 7oar dapart~t in Seattle. 

Y ••. I know Saul Baa a. 

I JJac pu40D. 

I know hia. 

Ob# 7ou dof 

Yea. 

w.u. he baa be• TarJ .. riou.J.T aiolt. 

Be'• bac wbatf 

I •111 be • a b-., Tft7 ael'ioua~ a1ct. -
AD4 be b .. not 7et bee 41aohal'ca4 tro• Jolm 
Bopkm. - wbat I •au 1a ba1a 1D WaablqtoD Dw. 

Yea. 

Bat Jobu Bopld.Da Boapital baa nat 7et 41aoberc .. 
aasa. 
Yea. 
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Mrs. B,l 

RM.rrl 

Mrs. B. : 

HMJr: 

Mrs. B.: 

HJ.!Jr: 

J.1rs . B. : 

RMJr: 

)(..rs. B. : 

HMJr:· 

Mre. B.: 

HMJr: 

Mrs. B.: 

HMJr: 

Y.rs. B. : 

HKJr: 

Mrs. B.: 

HMJr: 

Mrs. B.: 

- 2 -

•ow, be bas been absent 1ro• hls Seattle ottloe tor a everal 110n1:be. Mr. Glbbone, 'Mho 11 under )'OU -

Yes. 

- bae been very ~nd -

Yes. 

- and very nloe to Mr. Haas, He has assured hl~ that .hla absence trom Seattle is not too 18r10U8, 

Yea. 

Well, we - - he collapsed day bstore yesterday and Senator Bona and mysalt rushed him to the hospital. 
I see. 

And -- nov, John Hopklns also thlnlta that because Mr. Haas teela that he should be back in Seattle -
Yes. 

- on the Job -

Yea, 

- that it ia deterrent to his progress. 
I see. 

An.d I -- Mr. Gibbons baa been eo n1oa and reaaaured hlm, but I thought that it you telt that you could glva hlm a personal call -- you probably could reach him through Senator Bone ' s ottice, -- and reassure hlm, 

Vhe.re 1s he nov, Mrs. Bonet 
I beg your pardon. 

Vhere 1 '3 he novt 

Vall, he lett a little vb1le ago and-
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HMJr: 

Mrs. B. : 

HMJr: 

Mrs. B. : 

HMJr: 

HMJr: 

- J -

Vell, euppoeing I write him a note. 

Well, that would be all right . That would be tine . 

I ' ll do it right away. 

39 

And it you1ll reassure him that hie absence f rom Seattle 
is not i~ng, you know - - I mean -

I understand. 

It's not going to ruin everything. 

I know what you want. I 1 ll be delighted to do it. 

Mrs. B,: Will you do it! 

HJ.!Jr: 

Mrs. B.: 

fO~Jr: 

Mrs. B.: 

ffilJr: 

I'll do it right away. 

Uh-huh, and tell him that- to stay here until he's wel}• 

Yes . I ' ll do that . I'll be glad to do it. Thank you 
tor bringing it to my attention. 

Thank you so muoh, 

Good bye. 

(Pause) 

Operator: Operator. 

m!Jr: I Just want to dictate on th1a thing a minute. 

0: All right. 

Hlo!Jr: This oonversation with Mrs . Bone should be copied and 
given to McReynolds, I want him to write a letter tor 
my signature right away, please. 
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IIMJr: 
Jamee A. 
Farley: 

HMJr : 

F: 

HMJr : 

F: 

HHJr: 

F: 

HMJr : 

F: 

H:.!Jr: 

F: 

ID!Jr: 

F: 

HIUr: 

F: 

HI4Jr: 

F: 

HMJr: 

r: 

HI(Jr: 

Hello. 

!hie ia J. A. Farley. 

!his is H. Korganthau, Jr. 

Ka7 4, 1939 
2:07 p.a. 

Glad to be able to talk vith you, air. 

40 

I don't mind -- I' ve been aaaooiat1ng vith Royalty, but 
it's all right. 

You're doing all right tor a young tellov troa t he 
country. 

'l'hat'a right . 

I never thought I'd meet Iinga and Queena and what have 
pu. l 

I only t hought I'd hold them in my hand it I vas luo~y. 

Right . I never could hold many in my hand; I vas always 
getting tens and nines, How aro you' 

Fine I 

Good I 

Did Steve call you up about Ed Foleyt 

Yeah, I told him it vas all right. 

All right. 

I told Steve anything you do vith me is all right. 

Nov, wait a minute --wait a minute. Nov, I want some 
help. 

Go ahead. 

Bob Wagner vas Just here tor lunoh. 

Yea. 

And he's got t his Collll1 ttee on Banlt1ng that ' s s1 tt1ng 
on this Stab111zat1on Fund. 
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Yea. 

Nov, there are three t ellova on it. 

Yee. 

!hat will -- that he needs some help on. 

Yee. 

One ia Alva Adame . 

Yea, air. 

The other ie Prentiss Brown. 

Yes. 

The other ie John E. Miller or Arkansas. 

Yee, 

Could you help ue? 
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Well, I ' ll do my damndest. I don 't know what I could do 
with Adame , but I'll -- I ' ll talk with all three and 
do my veDJ best, Henry. 

Would you let me know? 

Yes, definitely. 

I ' d appreciate it. 

Now, I'll tell you what --well, you juet get over to me 
on -- two or three or tour linea, eo that I'll know what 
I ' m talking about , vha t t he Bill 18, and ao I' 11 send 
tor them. 

Sure, and do you want me to put a note 1n, . 1 D·e f. r-Jim, 
will you speak to Adame and Brown and Miller• t 

Yeah, about -- about Whatt Now, Adame, Brown - - Adame, 
Brown and John Miller about vhatt Nov Just what do you 
want me to - - to support Wagner on the, • • • • 

I 111 have 1t over to you ae quiok ae I can ~~te it. 

That' e all right. Send 1t oYer to Bray. That' 8 
want, see? 

Regraded Unclassified



HMJr: 

F: 

HMJr: 

F: 

ID!Jr: 

F: 

ID!Jr: 

F: 

ID!Jr: 

F: 

ID!Jr: 

F: 

HKJr: 

F: 

ID!Jr: 

F: 

HMJr: 

r: 

ID!Jr: 

r: 

42 
- 3 -

'l'h&nlt :rou. 

And I can get busy right away. I vas -- I talked with 
him yesterday and it vas agreed that I Just sit by until 
he told me or you told me, eee' 

Bob W~er? 

Yeah, I talked with him last night, you see. 

Oh? 

At Steve's request, I talked with b1m last night and he 
left -- be left it with me this way, that if -- when be 
wanted my aeeietanoe he'd call me in and for me not to 
do anything untU he talked with me. 

r in e. 

So now that he'& talked with you, it's all right, Henr:r1 
Thank you eo much. 

You're all right , are you' How do you like the poet 
office? 

That one up there? 

Yeah, .o~ oo-qrse I made a terrible mistake . I was trying 
to boost Rh illl!ileok and make a real collliDunity out of 
it before twenty years wae out. It was ap~rent to me 
that they want that-- t hey don ' t want the town to grow. 

That's right. That's right. 

I always say the wrong th ing at t he wrong t1me, but 
that's all right. 

{Laughter) 

I kidded the Bose about it today. I told him I didn't 
think they wanted DuoheBS County to grow. 

I guess t hey don 't. 

o. I. 

Thank you very much. 

Good bye. 

r 
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llMJr: 
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F: 

HMJr: 

F: 

ld. •••••• 

Yea , Mr. Secret ary, 

Kay 4, 1939 
2110 p . m. 
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I talked to Jim Farley, and he said it I ' d write h1m a 
letter along these 11nea, "Dear Jim, referring to my 
oonversat1on, 1t you could talk to Senators Adame, 
Brown and Miller about •••• • • • And then tell h1m --he 
vanta ae to put i n the letter a few things-- what's-­
on t his Bill, you aee? 

Sure . 

Be knows What it's about. 

Sure. 

I 111 be baok here a little after three o ' olook and if 
you could give it to Mra . Klotz to give me, • • • •• 

I ' ll have it tor you. 

And then I'll send 1t over by hand. Be said he'd be 
very glad to do 1t. 

Fine l Thank you. 
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HMJr: 

Hello. 

Hello . 

Ia thia 1 Dol lar1 Wataont 

Ma:r 4, 19}9 
}: 15 P••• 
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Yeah. Hello there, Mr. Secretary. How are yout 

Well, I - - this ia old •Twenty-five cent• Morgenthau. 

Yea, air. Yes, air. 

Listen, I had Senator Robert Wagner or New York tor 
lunch. 

Yea, air. 

We talked about this Stabilization Fund BLll which •• ••• 

Yea, air • 

• •••••• is locked up by one, Carter Glasa that I hear 
comes trom Virginia. 

Yea, air, that• a where he 1 a trom, I 1 m aahamed to tell you. 

He's trying to get it out. Nov thare ' a three tallows 
that are kind or on the tence . 

Yea, air. 

And I didn' t know whether you tellova could do a little 
t r ad 1 n g tor me. 

U11-hm. 

One ia a fellow by the name ot Alva Adamo. 

Adamat I don ' t think you ' ll do any trading with him. 

All right. The other ia a tallow by the name or 
Prentiss Brown. 

Yell, I don't know about him. 

And the other tellov by the name ot Joe E. Miller or 
Arlu:neaa. 
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Yell, on vhat basis' 

Yell, Just to get them to vote 1 Yes• tor vhat -- on the 
Bill, that's all . 

And to get -- get it out ot Committee. 

Well , they can get it out ot the Commit tee, but -- you 
see, there's tour fellows - - t here ' s Carter Glasa •• ••• 

Um-bm • 

••••• • and Townsend and Taft t hat they know are against 
us. 

Yea, sir. 

Barkley and Burne and Bankhead are all right -- and 
Smathers. 

Pardon me , the President is giving me a ring. Let me • 
call you. 

.Ul right . 
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HMJr: 
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HMJr: 
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H: 
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R: 

H).!Jr: 

B: 

HMJr: 

H: 

ID!Jr: 

George ••• .. 

Yea. 

Ka:r 4, 1939 
3:20 P••• 

I asked the President ot the United States and hie 
aeoretar:r whether that suggestion I gaTe :rou th1a 
morning vaa all right. 

Yeah. 

About trying to remember people who have got ':robe'. 

Yea. 

You used to oome trom Minnesota, didn ' t yout 

rhat•a right. I-- I understand that pronunciation very .well. 

You understand ':robe' don't yout 

rbat 1 a right. 

You also understand ' Minneeaotah'? 

(Laughter) Yea, air. 

4S 

Well, an:rway, it's Just to oheok with the Central 
Statistical Board to make sure no one else is doing it. 

Oh, fine I Fine I If the letter were putting it this -­
that :rour request is by the direotion or the President. 

But make sure that the Centra1 Statietioa1 Board and 
no one else ia doing it . 

Fine, I'll oheok right away, Mr. Seoretar:r. 

Have you talked to Uaat 

Yea, ahe 1 a in oy ottioe at the moment. 

Oan aha hear :rout 

¥••• abe oan hear me , :rea. 

Can abe hear me? 
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I don't think eo. 

All right. low, Georgie, treat her nicely. 

.o. I. All right. 

Now you know tr you treat her nicely, everything Will 
be lovely. 

All right . 

All right, Georgie. 

Good bye. 

47 
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Hltrr: 

Hello . 

Hello. 

JCetr 

Yea. 

Henry talking. 

Yeah. 

How are you' 

Pretty good, 

Mar 4, 1939 
4:55 P o lli o 

• 

!Cey, I am going over with Bob Wagner this Stabilization 
Fund, silver legislation and gold devaluation. 

Yes. 

And the one fellow that none of us know how to approach 
and haven't got any approach to is -- is Adams, and I 
didn't know how well you knew him or whether you' d care 
to say something to him or sound him out. I hear he 
hasn 't made up hla mind yet and, •• • • 

Who is that, Wagner? 

No , no, no, Wagner is all right. 

Oh, you mean Adams! 

Adams . 

Well, I had a little talk with him yeeterday. 

Yeah. 

• 

But I 1 ve got to coma down and see you about an important 
matter before hand, 

Well • . • .•• 

I 1 d like to drop in and see you aometiae. 

I 1 a at your service. 
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I -- I can't 1n the 110rn1ng. 'l'hle - - th1e hearing 11 
going on still on toreign relatione. 

I eee. 

But I guess I oan drop in 1n the afternoon. 

Well • ... . 

I-- I'll do that it you'll ••••• 

Well, do you want to come 1n atter Cabinett We have 
Cabinet trom two to three . 

Yeah. Yes, later than t hat. 

Four th1rtyt 

About t our thirty. 

Tomorrow. 

Yeah. All right. 

And -- tour thirty tomorrow. 

Yeah. 

All right. 

i 
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IJIMOb to be dllll-- lilr s-tar ht .....-u. at 
111e ~ Dlanal' of tile llllW Statoe .,. r or of C oo, 

... 11Nr8dq Jd4111t, -. 4, 1m. 
(to be re1ouod an. dllll_,., ,.. t ... rridq-.. plpll'e, .. 5tll) 

At t.be end of tll1a ,..., ~ .... aeeai--eo hM boa tile .­

o! C<llltro'lvq-I - to -atw.ate ~ ~U4D "" 1te ~ uo1 

c!W'acteri.Uo' ~u-t. o! all public qu..U..... lo """' w111 tbere be tear 

~ ywr part boa t.be &dz:lini•tnu.., ot t.be ll.w .B., tile s.J.o., tile s.s.B. uo1 

You. 1ll.ll - to tel<e to '1f1l1r brout and ..,. 1.n t.be .!'llt~~re t.be 

F. S.A., tho J'.'II. A. and tho F.L.A. ill Motion horototoro ex1<Jt1nc botwoen t.be 

govwt,..,tt, tile rauro.cs., tile ut.1litio; and lNai.neu eanor&llJ' 1a ra>OYed aid 

the ~nioue etrei.ne ot ap;>eu=mrt. 

ADd ao, 1.n the om1rani:lont and oircuastoncoo or thia oceui..,, 7011 bu.li­

nes-n """ contidcntl)' oxpcct to ox;>erlenoo 1 J.oncor br®thi..: opoll, roturm..: 

to rwr hcllleo ocneciouo that 'there yet 1'<II:I01.no 1.n 'II~ o oupero.bundMce cr 

0 ti.nctlll'e o! pauion ror.~tJ and 0 crartne tbil'lt for Oi'POII nt, 

I.t tharo oro two quoeUcno upon ..tll.oh thoro i ,o coap1ote oooord botweon, 

tho Proaident and the Conu<t•• and tile Tro..ury and tho ,..,._.ohip o! rwr 

izoUon they oro governmont exponditllros and Fodoral t.o.xeo. 

At tho r1ak <>! ·~ 7011 too mch Milt and too little doaa<>rt, I c ~ 

in6 to db~o brio!l)', but I hcpo oondidl)', tile.., t1ll) "';'I'H>Ont.rcmtro1Al q~WstiOCIIo 

In 1~ tile nat1onol. inooce o! our oountry '1101 1!4 billion dolloro. 

In 19)2 1t clroppod to 40 billiCil dolloro. 

Ol1r national 1.nOODe for 19)8 waa 62' billion dollars. 

We oq cl1f!or •• to t.bo aetbod to be ac:>loJed 1.n ro<~ch!.nc that t;Oal, but 

wo oro all aarood, I .,. wro, in tho fond hopo or oohi~ an 80 billion dollar 

national 1ncoft. 

'l'boro ie one !'lOI!P of !!I!"Y oonsciontiouo Al:leric.,.. 'llbc aubocriboo to t.be 

~ that troe and i.ncrcaaod r,>endinc h t.bo <flicltest and auroot wq to 

attain thl>t 110'11· I.t """"""" docrea .. and 1araor and c:ont.iJu1n4 clol1cito .,... 

llllt, they are net diotlll'bod, but boll'"" that i.DOro<llod_ Fodoral apondit,....o 

a1ll lood ua ortlllrd uo1 upoo.rd to .~ and aurar ,.-. 

'ftlerc U aDOtha:r fi'GUPr !9U!:llJ u ooaac:S.aDttloue, * btllO'YOI 1n 

rational uol - o: "V 1.n _.uturoo. 111a7 beU... that tho - w 

~ to ·~ bAlaDal...: our rocodpto and axpendliAraa, the e<D'lior 0111 

Nllllte be ,,,,,.oba4 thAt 1ll.ll br1.nr sroaw -n- uo~ _.., ;rc..llri~ 

to our~ uol t1.nAna1&l atabill~ to our au•w-. 1lla7 boll- t.bet 
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coo1U111""' indirtcronco to ~· tm;oortant q~.~cstion ..Ul iM'fitllb]J' rooult 1n 

eoo..-Lc contu.don and chaos. 

f 3 

~ one roelboa that our nationel ~t bG.o 1ncro4aod ~ ~ bUUon 

dollars 1n eix >'"""'• 'OI!Ien our ,.,.,..], crxpolld1 twce b3n ol.1.11bed to a :dx-)'C<Ir 

<rrar"CC ot ontr 7 )/4 b~~ dolla"s, 11ben our onmal roco!.pte ~ tlle a:t=.ot 

period """" avaracocl onlJ' 4t bUUon c!ollm'o, ono ohollld ~ that it ie t1rAo 

tor thA rod llsht to bo tleohod. Bec:JUSo ot "''f oincore convictione and "''f 

reapoct for tl"d.a clona'or sign, I roccntl.y axproasod "''f v1cor0111 opposition to aey 

session tho prooont 4S billion dollar 

I roclivod a postlll co.rd the other dey, and ponoilod on it wo.a this 

whDlo-'1 expro11iono "You con no more opond youroolt into prosperity thon 

you con dr1nJc youroolt aober. • 'lllat follow bad ~"""thins• 'llh1lo I ""!" never 

be<!n ao untcrtw>Ato aa to Yl.rlt one of the Keele)' inotitutions, I azo told ~t 

tha practice to otfoct the CllJ'O is to calco the patient sick at first b)' too 

cuch dr~ and than to oontinue tha treatment b)' a cr<odwU toporirc off into 

sobriety. 
• Wo hove . oxporio!'cod in Tl~rctcn an axcosa of tho initiel trootmant. 

'!he Uoe ia ripo fo•• toporirc off. 

In loold.ns over tho letters of lb'. Joftoroon tho othor night, I found 

~ vorr intcrostins one, •lrit.ten by tho.t distinjruiahod Democrat and gr!ot American 

at.oteS~:~M en Aprill7, 1791, to lb'. llonroe. EVen At that. corl.y poriod in the 

histor)' ot 0\U' '""""""'nt, men Fed~ expenditures did not roach S o1ll1on 

dollars &llllllell)', 11r. Jottcroon said: 

"''!o are ruined, sir, if we do not Cl'lerru.lo tho principles 
that tho aoro 1re owo the coro prosparou.s we ahall bo. • 

'!he countr)' ""'st appreoict.c tho.t govcrnr..cnto, lil<o 1nd1v1dllola, cannot. 

go olcns indotinitol.y \lllloao incCIQo is sotfioiont to meot expondl.tur<l• · Debts 

o.nd 1ntorost. cha.raoo nover sle:ep1 and 'l'lhcn ~ eoaoa, 101ch it AssuredlY will, 

gov.,.,.,nto, liko indi vidlllll.s, 0111st ~ or ocok ro.!'utlo i n bonkrllpt cOilTto and 

experience on impeinoont o! credit. With r.or!<l conditione unsottlod, 'llitb 

thrcote o.nd. rumora of wnr be1fl8 he.ard on ff!lery h.ond, we auet plnco our own house 

in ardor GDd preaorvc tho credit of tbc United Statoa. 

In 193). 111 tb " disorg:mizod <llld deproiOod oconomc condition upon ""· 

.,... hooeot dit!oronces ot op1nion ..-ooe as to tbo 'llioost 00\lTOO to pur...,., in 

OW' offorts to ::aoet and C<d>at tbat tr~c -..rlit)'. 'litb few .,c.,uono, 

-... thoro .... IINU'Iill1t)' of action in tbo eoncro••· beullSO tbo aituat.iOD 

mich controntod Ill than deaandoc! a b""""" proopootuo to roliovo tbo ~ 
ond nooc~T ot tbo country. \1l1llSUJil and large appropriAtions at tbo1. t1oo _.. 
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put aporl-, an. e1z ,_-. ttl ti"Ul ..S -u...d IIIP'Soo+.iCIII ttl tile 

fi'ODd1JW tMm70 liloal4 - 110\ follDw pn' M ..S ...UCIII ..S .... lrao ~ 

:...s - .... ,_ tnft1iJW ..s ~ _. ,_,.,. t.w • ...U• at. ~ - .• 

talor ..S lea de JC ~ Jdclnllir1 WD1T 0111 IIIIGW.d Dot be -- ttl 'ft.­

l.&t.ilw the ae=oaN>Ct 117_~ ~ • ~ 

'!he act1cc ot tile Prolidclt. lut. - 1n -ttlnc 111o ao•c •w•t. 

reor1111liOAUCIIl plan, Wl11)1nc and CONIOlidatinc 11111117 ..-. .. , h a cluraDoa 

1n tM oiQ' that. mould 111.,. ~~ope and prcm01 ot • _.. proplU..U.. _,., 'lhl 

tranatorriJII, IIDU'iMticm, ODd ~clat.1cc ot buroaua and .,..,aieo ill U.... 

oelfto point. in tba ri&bt c1.1rect1on but """"""Hob ~ttl& toward ..-zw 

~tureo unloaa 1n tba lldoiin1Jitration ot U.. ._ a,oncioa a oour_.. 

effort 1s Mile to effect r181d - · l'l!rocaallT I OOilVDtlllata tile .......,_ 

on t.bio odlo1nlotratift pol.1C7 and pl~ b1a rq oups>ortill t.bio _*lob I bapo 

not tbelaet. etfart to-.rd reor~uticm ot IOtCWlt ~ 1n tile 

int.oroat. of OCIOilCIIQ' and etfio1oncy, 

To roduco expoilditlll'!'o 1a not without ito ctl.!~oultieo. In - Coaoti­

tuti,on ot ~ Contodor~ ~~written o ft.r7 w1 .. ~bl.ticm upon~ 

.. nt ~~·u..,.. In ~ to pa .. on ~PI'I'OI'l"14t1cm it., tl>&t ll15t.ar1A 

~ - 1t -.satozor upon both llowiaa ot the Contlclarata ~· tbat. 

two-tbirdo ot those ~Una be rooordod 1n ll!tYOJ" ot tba appl"OP"iaticm. In t.bio 

cl"f 1 t 11011ld be 110ot 'Obolo101:11 1t OQCb. ~ poll07 ooald be 1mdted 117 _. -

Fodor&l. aovwwt. 

In .....,t.ilw the budpt&7 .,._ "<:- ,...., aco, - C<qrooo Md ;a 

ll1nd the utablllb1ns ot an a,eo>ey that 1IOIIld - ill an ad'f10CII7 OIJII'iltr to 

tl>& lxooutift, to illftoti(ato and ooordl.nata aot1Y1Uoo ~ ~th - - • 

poDctl.ture ot pobllo 1\llldo• and at - ~ U.. - eo a ~ _. ~-

1Droado on - ,..,.._.,., It boo ~ a n.. port ..S ill - ~ ~ 

-a ra~ t ...... op1not _,_.. Pedc"al ;pup1ati0111• _But-~ 

that........,., _.the ec..raoo, _. Cab1Aot beado, _.the Proo!.;.n\, IIIUiiC 
,_ 

~·ta ll_!d_alOIII, """ ••• s'hb the~ ot ••ta tr till t-.1 Q 

---·. 'lhora ~-be II . • -c ..s •. ~ pas n, boUI iJI t1ot lliolenlti• 

o 1f ~ _...,. ~ ~ II d .. 

..S .. l..,ala\lft 1a $ I ot Ud.e idiOIIilliU_..t._, - .-.,.... ~"" 
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oro mplOJ*I ond ~ rational &PJll'cech ia !lOde toanl a bo.l4Dcocl bullpt. l!:iq)eri­

enca lule t4\I&M ue tlult a omtclldoc zr...t al~ bo on Cl'or<l. 1'.1 th.- th4 !ucuti'N 

cr Lociolatin bronch ~t ·~ tho brill<... It """ ola' Ben Frr.nl<lln, I bol..icml, 

wbo c!Dacribocl the IIIOI>berohip ot the Conot1tut1onal Convention •• a tcnm ot horace, 

.- ot which bcl4 in cbeclc• thooo 'IIIIo dooirocl tc trn..,l too taet. 

Splllkins toniaht tc your Ol'lrnnbetion, 11tdcb 1o perlulpo occpoaed ot the 

voatcot llUI>bor or burino•-n ond ..,.,.,n 1n our countrT, nn orgnnhction ... o .. 

1ntlueneo 1a telt 1n avery ba!:llot ~out thio country, w!loao rtcn are pro­

.,.,.ocl, ond the """'*"• ot 1lb1cb lulve never boen clwrsoclldth modesty in 

articulatioD-you wbo are a conaloooration of critice, Ol1d 'IIIIo o01:10t"""'o concoin 

ond resolute coMtruotivol.f--lat mo eey to you ~at your ~sooc:l.atao in tho 

Chm:>boro ot CO<r.tOroo troa 111oa1ea1pp1, Md no doubt 1n avery other etata ot the 

Ullion, hnve pleyocl n crentor part in toroins lorso congroasional -ndituroa 

th4n any Ql'lroni .. tion nth 11bicb I c toniliar. 1hero isn't a projoct doairocl • 
at Squoclwlk or Yellmr IW>bit or Vinogor Bond, \'bother 1t be tor a rocroational 

lake, pley8"0Uftd cr aMitory rondos'I0\141 uhothor it be rcr tho deepening or tho 

Oollulhay, tho roCU].ntion ot tbo Talle!'Oooa or tho oroation ot rural rcutc No. lS, 

thot your local Chm:>bor ot Ccn:10rce doeon•t maot and reooluto and tritbten with 

tho tire ot your intluo""t tho Congros=n or Senotor rcJFeatnt1ni thet bailiwick 

to obtain tho aPJ'I'Oftl and • l'FO!riationa tor the projoot . Fronlcno .. coapolo .,. 

to adl:dt that tho dit!icult taak ot rctroncb::lont 1n covornnont oxponditureo 

cannot bo-acCOQPlished ldthout tho activo intoroat, encouroe...,nt, and support 

or the oititcns or this country. It ooonoaioo aro to bo mpleyocl bY this ...,........ 

C~ont-if oxpendituros ore to bo reduced, it will bo boc111100 oucl> a sentU>cnt b.u 

bean created bnck bona and tho <la:lond.a mc1e u;xm the Coner<>•• tar lll.lcb a policy. 

In tho cattor ot tcxco, a Ollbject u;>on llhicb nU tho people have novar 

.,.oocc and novor llill, I rovet that on this occneion I onnnot cheer your hoarto 

and thrill your 11:1aginat1ona with pllraooo ot do!initcnooa Mel oncouroea:><>nt• I 

oo llilllns, but like tho little girl wbo nskocl hor a>thar 1s pon:11 .. 1on tc CO 

-nr Ol1d ""S told• "Yeo, zrr dorllng dnual>tar, but !Jaq: your clothes an a 

hickory l.1J:tb and don't co near the •tar. • 

1horc are so - ~ to aoet and tho mnrlinB ot oo ~ d1Yoroo rt ... 

on tiDtation, "*'other it 1o tor r..,_o, or tor purpcooo ot aoc:l.al roton>, ~ 
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tift or aterrent, tll&t a,_..._,., io blll'd to reaab. 

'le appreciato tll&t ,_.al tona .,.. bMfttr todq tllaa 1A llllfl ou..­

~e-tlJ:Ie poriocl. ... - tawocl proot.iaallT ftftlr7 - ot &ft1labla ..... , 

INt t.booe ten• .-t be reduced ....W u.- 1a a redloAl retr- • ~ 1A 

.,., ..., rcallse til&~ todq 4n ot tile .........o ot tile ao•w•wt o .... 

trca t.ba inc<ll8 tu, and t.bat aince ito adoption tho rata baa been lnareaoecl 

.r.- 7fo norcal and aurtax on indl:r14ualo obo're $20,000 wrt.ll now it ..,.... aa bleb 

in llOl'IUl and aurtax .. m in the hlebeot bro.clcota, it O<llla tar • - analJ'm• 

to aecertaln 1t t.11e rata baa not ruchod, in the hllheat br-, a point ot 

d1J:i1nlohlni rcturno. It is not d1ttl.cult to undarot&nd tll&t ......, one ....,_ 

i~ 1o ouch tll&t be 1o ccoopellocl to pq to the Focl4iral £0f'......a\ u bleb u 

~# out ot -rr dollar, and in &ddltlon tueo, in ...,. inotanoeo bon)', to tile 

cit)", COW>t7 and otato, that he 111.11 not ec!Pl07 hlo cop1 tal in now l.moatoenta • 
11bicb J11D>t gin ~_.,t to t.bollalll1da. 'Jho .,.,turo 11q be too W>cort&ill, 

rial< too araat. I wiab 1 t 10111'0 in rq powar to reduce t.he hlajl surtu ratea to 

at lc&at a point below that rate 11bich lntluenooo dininiabina rcturno. It -:14. 

so tor toward the eaplOJMnt or c~pital in tho natural ~ ot t.11e ooaatrJ 

and toward t.be restoration ot..,. c-al J'I"'o:-itT• 

Alter beina bruiaocl and battorocl and -·ndod, rq OOIIP<ItriOto and I _.. 

tinall7 ablo, clur1nr the art C<>Qveoo, to 'llrita into t.bo tu; lawo •- ftr7 

.-a1 po"CC't'Uions-P'C"ieiono that wore coneeivocl in tho opirit ot juatioa, 

and I 011 oont1dent that our attorta haft prcmm aoot bcnaticial to tile ooantrT· 

In that Act ..., pi'O'Iidocl that personal holdina cc:apo.niea al.cl>t be Uqol.­

datocl wit.bollt beina eubjeotocl to baa..,. tax ponalt.iea. onder preri- l&JI el1Hm 

daf:1in8 with pubUc utiUt7 hold1na cc:apo.niea, tboN cc:apo.n1ee _.. tCI"C>occ to 

Uqoi.dato 'Oitbin a oartain ~ad tao. In the proceea ot Ucp14atioD- ot 

tile -:14 bCft been alaoot l"'line<< b7 ........, ot tax01 ~ 1A prior •­

-· 'IIIia aituat.im waa CCII'I'OCtod IIIII 11> tha lut Act..., pi'O'Iidod tllet -

pibUo ut1Ut7 bold1Jlr oc.poa!.N oould o1JipU17 t.boir ccrparato atawtwM wi-

halAr - he...,. tax ~tlea. 
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In l<!dition wo prortded tar the .ad1.tication ot t.be i.noquit.able IIIII 

- uncliotributed prot1ta tax. Sou.ll co.,.....tiono, that u, corparati­

wl.t.b net 1"""""" below ~.ooo, woro ontire}T roll.-...! ot 1UJ7 uncliotrib\lted 

pronto tax and woro eul>jected to a craduated rate, the .,nmm ot 'ldlich wu not 

aoro Ulan 16 per cont . Corporations with net incoaoo abaft ~.ooo....,.. taxed 

at rates rancin& trCZ> l6t per cont. to 19 per cant., and the Myjam rate ot 19 

per cont . appllcd on}T ohoro t.be oorporntion rot<lincd all ot ita oarnl.njra and 

bad no d.cbto, doticite or net loaaeo. 'lboae corporationa 'ldlieh....,.. in dobt or 

'ldlich IU8teined not 1oasoa or dotioita in prior yoara were rollOYed ot t.bio .... 

In t.be 1938 Act t.bo tax on capital enina """ ma.torial.ly roduoad oo that . 

in t.bo cue ot propert)- bold <m!1" two YfJ&rO the nannm rata could not a:c~ 

15 per cent. r cearc:J.eaa of t.ba amount of t.ba ~or' s ot.bor incCZ>O. 11\io &•vo 

onc-t to t.boso in t.bo bishor bracl<ota to re1ea.so frozen aaacta and pot 

capital in o1rcul.1tion to help Wl!IIOl>lOYJ!IOnt and buainosa recovery. 

S11ra}T DO ono can contend at t.bia t1ae thot t.bo ,_ rouona appl,y toclq 

Sl 

as torcer}T tor toroine diotribution of corporate roaervoo tllrousb tho undis­

tributed profits tax. 

• 

In t.bo 19)8 Act "" aharpcned t.bo toot.b of Section 102-tbat praviaion 

'ldlich p1aeoa a vo-ey b1eb tax rato on t.boao corporations 'ldlieh acoUICillato unru­

sonob1e re80MI0s t ar the 1"1'1>0••• o! tax aYOidoneo . Since t.bo enactment o! tha 

Revenue Act o! 1938, t.be SUpr""" C011rt has upheld t.be conatitutionoll:y o! tbio 

section, and !rCZ> tbia til:le beneotortb it con be uood coat ottootivo}T. 

our !io<>ol condition will not, at t.bia aoaaion, poroll.t aey eJw\aoo in 

our ta: .t.ruct=• t.bot would roault in 1~ t.bo total o! tho "''"''"*'t's 

revenues. I do not bollove t.bero will bo Oi1Y now or inoroasad toxoa loYiod at 

t.bio oesaion oi the ec~.. . In all prob&b1l.i ~ II(ID8 1~alation 1l1ll be ps.saod 

deall118 with toxin& the lneCI:III trom futuro ioauea ot aecuritiea. hOUIIin& that 

1epalation alon& tbis u.n. 1a 61\&otcd, it 1l1ll appl;t to futuro ioauea Cl>J.;f, and 

tho Ccanl.ttoo 'ldlieh hu b~on atueyine tbio q~~eation bao found such clivoraont Yion 

as to tho oonatitutional q~~oation 1mo1ved, tho oconcaic ette<:t llporl the .....m­

~·•· and ouch crooocurrento o! opinion o! tho IW1Y ODd varied aopocto ot the 

q~~oation, thot I dare not buard a ..., •• aa to ohetber the ooncluaiac or the 

Consre•• 1l1ll be found in the paaaap ot a constitutional -nt tar oubodaoicn 

tQ the people or thrOUfb otrnilht lecislatiw enact..nt. Ra&&rdlooo oi •t 

,.t.bod is .t1n&l.J.;f OYOlved, tba propoOAl. 1l1ll be rociprooalin natura ond w1u-t 
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• d.1ac:r1JiinaUon bcrt.woen Federal, .rt.atc and 1ooal ioe~~e,. 

1 look !or no ..,.,...a1 or "'"""'Jlnc rcrnricm ot OUf ta: atruoture at thia 

oooriOft· 11Ubout queaUOft, the Houoa ...S the -to wUl acce;rt. the tree.U. o! 

tbo -tr11Nto1'7 old .,.. l.nNr41>Ce ta: u ~ -. ~· Troullr7 and alr~ 
aJ'IZ'O"''d b)' tbo 'llqo and llomS c-nttoe. 111acon- ta:oa, 'Obicb oxpire em 

.June )0 or J~ 1, thio ;rear, imolv1lle rOTOnllo 1n ~~ ,...-eaoto o! «cr 400 

ll11llon dollar•, will bo continuocl. S<:ce losiolation an bo onaoted dea.J.i"6 
'1( 

nth corporate ta:oe. Provisions o! the 19:)8 Act, do~ with corporate taxeo, 
Fl 

to obich I have already rc!orrod, will cxpl.ro Doctanber, f,• thh year. llore than 

one billion thrco hunclrod llilllon dollm's in revenue Uf ~f"'lved in theoe taxoa. 

lloJV con!eroncoo have boon hold between those ot uo in ~~ ~·•• intereotod in 

t.ax lec1o1at1cn, the 'l'ro..,.,.Y ot!iciola, an:! tho Proaidont, !lo <:e!initc conclu­

oiono have boon roached. l(y coll!- in the llollae, ~ l)ouslrt.on, an:! I, as 

he>& ot our reo;>oct.i"' co=1ttooo, believing that .. oocprcued the e«>ticent ot 

our rciJ)Gctive ~po, cone:ratull>te<l Secretary llorcont.h= on hio t1ne er,>reosiono 

111 th rotorenco to tho oodificotion or ellJ:dnation ot those provisions ot the tax 

law .tlich oct aa a det.ar'rcnt to buoineoo . 11'e axprcuod to him and ethers in the 
• C>tCC\ltive branch o! tha govOl'l'll>ent our eorncot and sincere dooiro to coo;>erate in 

ef!cctuat1"6 the purpoooo recently tuUl<>UtlCod by those in hil!h authority in the 

Adl:d.niotration. In every conference .., havo hold there hao been CCOD;>1ete harmOey. 

C)4' study and confcroncoo will continuo, and I bo;>o and bollovo that botore the 

Conaroao adJourn• "" 11111 have written cor;>arotc tax provisiono tbot w1ll encour­

"118. pri ..... to 1ncluat..,. to increaao eaployl:lont, add to the purchorin6 power ot the 

people and rlabill•o the r..,.,.,.,o to the &>•eument. 

I az: one o! tbcoe rare ~ w!lo belicrno thet certoint)' in &n7 

le,J1alat.1Te procrm, eeoncx:dc ld:d.nistn.Uon o! tho i<h61Juont., &D:1 wi.ae and 

prudent expondit,.,..a, !air and inparti&l odl:lin1atrntion ot lan b)' couropoua 

and able and \lllbiaaed l>dJ:Iiniotrotoro, 1o the surest and boat ~ to retsin the 

confidence or tho people . 

Reo.aoMblo profits and tnl.r trontcont to buaineoa are oooontial to tho 

preoervation of our capitollotic !on> o! £01'0l1U"'nt, and &>band in hand 111th• 

treat.Dont o! labor. OUr l4wo au3t bo adainiotorod witbcut t>T•Jud.1co or 

""''1"l""' to AnT claao ot our people, wbother th07 bo tho ~ or ~. 

or labcr • t&I"DDT or t.enant . 
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twlta to W ~~ ..U. to w -- and ,.. I AI ISM to M crllecl OO>t. 

1!10oo t.111np ...rt ,.... M 'OI'QQIIlt in paul..., _. b7 ~ AlMa ~ 

cbaa. Jattar- N14o 

"'t .. troin .., rrc.. i.l1j\lr1lll ... --, but 1-
tllc otharWiM tr-ee to follow tlwlir .,... pui"INi t.a ot 1.nolllotr7 
and~·· 

1be rSiht ol oollootift b&rpiDll1£ 11 f!U"J'W8o<l b7 the law, and the 110at 

roaotinner)' oo:opl.Dyor ellould rooo¢10 thct it 11 a ju.at 0114 pl'Opol' .....,. toward 

obtoininc duorvins objooti.,.a. on tbe athor h0114, ovr conatitution an4 ovr 1mn1 

protoot ono 111 tha riellt to own an4 :><>••••• pro:>ert;r an4 to oontrol it, ..,., that 

control c!Dea not inJure m10tbor; one! I do not a."llotion tba ne>t ot labor or ~ 

erou:p to u.urp .,. ~ • • property - hold it tllrcN(:b a1 to-town atriteo or 

other acana. To aa ono ot the goat p-eoiowo tr1tta trao Ood 11 the Bitt ot b'eodoD 

am a !No lit a wWir tll8 ohoriahod prinoipleo ot .......n04n 1nat1 tutiona. How can 

a real "'"neon p-otor Sooiol1oc or C)crc•nioc to tr-ee entorprioo? In one there i .e 

otbor
1 

tbOH 11 lite one! hope and bappineoo. 'lboro 11 tbe risht of treo s;>oe<:b,, 

the ~ht of tree prou, tbo rieht of 1r<>o neaoci>l.ase, and aoro valuable than all, 

the ne>t ot Ellll to worship tho 0o<1 o! hia !otboro in hie own ~. w1 tbout the 

tutolaca of at.ata or the domnation ot a Dilator. 

I have bMn cloaoo<l b)' prej\ldico<l and jounclioad crit1ca as a conaorvativa. 

I m mt iDt.araat.ad 111 what cles! £n:>t1on 11 c1 von CtO. ror t.nt;r-e18l>t :rear• I 

haft IOI'ftd 111 tlla toq:reaa, the record ot w!dcb oorvioo rotloota the v1ews, the 

4ot1011.1
1 

and the vctoa ot one...., b.u t~ in~ A<*"icon wq tbo ,..ogreaaivo 

ti><Nibt ot tha oount.-T· So, it uttoro not to aa 1! I w ola110<1 u o lib&ral or 

oa ~ oonaorvnti'ft. I bollava ao did Diaroeli ..,on M oaido 

•I an a oonaorvativa 1n tbot I 'IIUIIld oavo ..,.t io 
whole""""' I ;rot I ""'a liberal 1n th4t I would dootro;r ..,.t 
ie en.1.• 

'lho ADorioon o;rot.em baa brouaht uo a lon6 _,.. At t1110o :-1\a.,. w haft 

too hi41>1 but 111 our advcroity we haft wan taUI)bt. b1 ttor leoeana 1n 

l&r<>ot.or Wildinc that wUJ., 1! lett \lllbaiii;>OrOd, Jllko uo an ...-pla to tho oi..U:. 

or tM world. n comot w dane t.llr<N£b antaccni- wtthin ~ political 

It comot w dane b7 01ttf .,... political ;>orty, but it ...rt "- - b7 the 
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uni.IAd p~~trioUO and coo;>er3UTO s;:d.rit o! ri£1!t.-tii1N:1J>c ADoriC&no 1dlo bellomt 

in the prca.,..,.Uon o! our !oro o! ~· ,..,.., con be no betttt tim Uw1 

new, in the oirc~oa OlllT~ tho world, to r~oato ouroolV<Jo to the 

brood principloo upon which thia eo""""""nt 11!11 founded and l3bor tocethor to 

<lioaip<~to tho !cults that oaneticoo appotU" to blur our Tioion. Lot uo r­

thot in tho tOJ18lod thoueht ot tho nation, Voltaire '1'101 richt llhon he ooid: 

•x don't "6>'08 llith you, but I llill civo D¥ ll!o to 
ooe you hove tho richt to disaueo llith ae. • 

What wo noed mw, in all our J>GOPlo, 1a the hi.choot qualit7 o! z:lll(l!IIUl1cdtJ, 

torfinnou and undor•t.andine· 

• 
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TREASURY DEPARTMENT 

IMft llaJ' ~~ l9J9 

To Seoretar:r llorgentbau 

l'ftOM Jlr. 1lh1 te 

Subject: Paragua;r 

Sutru~&r;r 

1. The intora t1on availat!le to ue concern111J Paragua:r 
ia inadequate tor any oo!llprehenein underatancung ot the 
Paraguayan eoonolllic and financial ai tua t1on at the preaent 
tilDe. 

2. rroa such intormtion aa ill available to ua the 
financial coniition ot Paraguay ill not stable and unleaa 
the economic assiatance will giva to Paraguay highl;r pro­
duoti ve investments, add1 tional loan a can be mde onl;r 
with oons1derable risk. 

J. Paraguay is in the econoaio orbit ot Argentina. It 
the United States is t o obtain JD&XiiiUa beneti ta troa the 
l oan i t ill probably necessary that United Statea-Argemlne 
relation& be i .aproTed. It the ae relation& are not i mproved, 
eoonoaio aaaiatanoe to Paragua:r will no t ;rield the polit­
ical benefits that such loans aigbt yield 1t given to other 
countriea in Latin ~rica. 
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TREASURY DEPARTMENT 

INTI:R O l'l'IC& COMMUNICATION 

DAft !.lay 4, 1939 

TO Secretary Korgenthau 

FROW Mr. White 

Subject: Paraguay 

1 . Proposals tor loans of $3 millions to 15 millions. 

I t is proposed that a public worke program be initiated 
in which Paraguay would finance all domestic coste and the 
Export-Import Ba.nk would finance the neoeuary foreign ex­
penditurPs, all of which would be expended in the United 
States. An American engineering fi rm would be selected to 
~lan and execute the public works program. 

It is further proposed t o purchase agricultur~l machinery 
to develop such agricultural in~uetriee as the American engi­
neering consultant IVOUld deem worthy. 

It i s further proposed t o extend a modest line of credit 
t o the national bank tor purposes ot exchange stabilization. 

C4 

2 . The informati on nva1lable c?nocrning ParaguaY is inadequate 
tor AnY ocmprehena1ve understanding of the Paraguayan economic 
sit uation at the present time. 

3· The following significant facta concerning Paraguav seem 
to be the onlY pertinent information available: 

(a) Paraguay's exports normallY run from $7 to $10 million 
per year and consist largely of quebracho, hides , canned 
meat and cotton. Paraguay is entirely dependent upon 
Argentina's trade channels tor diepoaal of her exports in 
world mar kets. All of her export items compete directly 
with Argentine exports and most ot her exports are handled 
by Argentine trading companies a nd ut i lize Argentine 
tt>nnaport . 

(b) As tar as it is now known, Paraguay has no mineral 
wealth. 

(o) The Chaco war (1932-36) cost Paraguay $10 million, 
which was financed internally, largely by the issuance 
ot paper money. Armament purchases abroad were made at 
t he exPense of peacetime imports which were handled through 
a rig id control over imports. 
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Secretary Korgenthau - 2 

The note ieeue ie now claimed to be about 
1000 million pnper peeoe, whioh ie the eguivalent 
at the present torA1Sn exchAnge rate to t5 million. 
At the beginning ot the war the note issue was only 
200 21llion ~per pesos and reached a oeak during 
the war ot 1,4oo million. paper peeoe . 

The gold holdings in .December 1937 were placed 
at $1 . 5 million but the holdings are undoubtedly 
lese than that now. 

The Paraguayan peso has gone through a process 
ot depreciation in the foreign exchange markets as 
a r esult ot the war. At the present time the 
Paraguayan peso i s worth .4 cents or abBut 220 pesos 
to the dollar. In 19}2 , the peso was valued at 
2.2 cents, or about 45 pesos to the dollar. 

(d) Accurate figures as to the state ot the public 
finances ot Paraguay are not available. It has been 
reported that the external debt is probably about 
87 million and the internal debt , $4 million, a total 
ot $11 million. 

The President ot Paraguay has reported that the 
foreign dabt is now being serviced, although it is not 
known to what extent the tull debt service is being 
met. The foreign debt was 1n complete default during 
the tour years ot the Chaco war. 

(e) Paraguay is reported to be a very fertile country 
and experts studying the country will probably report 
that investments in agriculture in Paraguay will be 
profitable. 

(t) Paraguay and Ecuador are the only two South American 
count r i es which did not borrow extensively trom the 
United States during the 1920s. 

(g) Argentina has very strong economic interests in 
Paraguay. Brazil, on the other h8nd, aspires to the 
use ot Paraguay aa a highway to Bolivia. This little 
country, with a population ot about one million, there­
tore, ia caught between the conflicting interests ot 
Argentina and Brazil. Paraguay, ot oourae, has no 
direct access to the sea and must use Argentine r ailroads, 
rivera and porte tor ita contaot with the outside world . 

cs 
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RE TAX 8TATDIEHT KaT 11-, 1939-
9:35 A. M. 

Present: Mr. Vhlte 
Mr. Blough 
Mrs . notz 
Min Humphries 
Mr. Du1"!ield 

I asked for everybody last night. 

I knew you would come back and ask. 

I was out in this office . 

I wasn't worried. 

Didn 1 t t hey tell you I asked for 
No, I asked for everyone of you. 
wns here. You can ask her. She 

And I bad to teke that . 

you last nightf 
Sorry. Mrs. Ilotz 

always talks. 

Well, anyway, it's better to be on tenterhooks and 
see the Oeoretary cheerful than to have been on 
tenterhooks and see him down. 

That's right . I even polled Miss Chauncey to see 
how you were feeling when you came back. 

lfha t did !he sayt 

Said you came 1n smiling, so I went home happy. 

Thst 1 & good. I guess she knew. She knew. That 1 s 
very cute . 

Well, I was with the President yesterday from 
lj.: oo o'olook to quarter of six. And on the first 
paragraph the President said, 1 Well, this is in 
direct conflict with what I have said since I 
have returned from my cruise, and if they pass 
this kind of bill I 1ve got to veto it.• 

Now, he wants the first sentence out and the second 
sentence should read something like this: 1 Your 
Chairman, Representative Doughten, together with 
Senator Harrison , has expressed a desire to receive 
our views with regard to certain suggestions made 
by them and others.• 
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aeet In other vorda, he's vef7 anxious to get 
over the thing that the suggestions are eomebod;r 
else ' s, seet Now, again he &&J& 1 Kade b;r them 
and others.• You'll have to, because not ever;r­
thing in here has been made by Doughton. But 
that's the under lying philosophy he wants to get 
over. 

Now, the way I'm going to divide this thing up ia -
I mean the aotual work - I expect White and Duffield 
to do the actual work on the philosophical changes, 
and you (Blough) are going to have a big Job on 
the tax changee, seat You can get together. 
Herbert and I will supervise it when you fellows 
oome in, seat 

Now, the next sentence - 1 In formulating our sug­
gestions tor a fiscal program • • •• - 1 -that ' s out, 
that sentenc~and start the sentence with a 
capital - •we have taken account of the tact that 
we are now in the midst or a world • •• • • 

We start there, 

You otart with the capital - •we have taken account 
of the tact that we are now in the midst • • •• • 

That •we have taken• doesn ' t stand up very well. 

Herbert, please let me run through this. It isn ' t 
balanced as to every word. I mean this isn't a 
tinal thing rrom the throne, but the President 1 s -
I mean I've got 45 minutes to run through this 
thing and this isn 1 t the tinal . I mean I want to 
get over - try to talk it out to ;rou the way he 
did to me, what the thing 1a. I want to give it 
to you just as he did it in his handwri ting, you 
seat 

Now, there is nothing more in that page. The next 
paragraph starts "Preservation of our democratic 
rorm or government requirea , in my opinion •• • • • 
Now, what the President said is this: 1 Do you 
mean to say it you don 1 t ma.Jte an;r changes in 
1939, the democratic form of government i a going 
to collapset• 

E7 
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That isn't i~lied here at all. He puts it that 
way. 

"The preservation ot our demooratic form ot govern­
ment over • •• • •- this is new- • •..• over a long 
period or years requires, in my opinion • •• • • What? 

That 1 s all right. 

E8 

Then three - instead pt saying "The placing or our 
public finances, • .he says. "J.!aintsnance or our public 
tinancee. • Huh? 

That's all right. 

I expected that change. 

That 'a a significant change. The assumption there 
is that we already have it, whereas the implication 
in ours is that we haven't it and we want to out • 
it there. · 

That's the point . He says, "lfhat 1 e the matter with 
our public finances?• He says, "Having any trouble 
with your bond market?• He'e perfectly right. He 
says, •Having any trouble with our bond market? I ' m 
surprised.' 

Vh1 te wrote this. 

o. x. 
He ' s taking it. 

Well , on page 2 he said - top or t he page - •equitable 
distribution or tax burdens and a more equitable 
distribution or national income,• he says. 

It ' s even better. 

The President said here - be said, 1 I want to say it -
we've said it so often and Just an equitable distri­
bution isn ' t enough. • He said, 'A more equitable 
distribution. • And it's very interesting that that 
sentence should please him so and that certain 
people in tbe Treasury wanted that sentence out . 

I was particularly pleased to see it 1n. 
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Row, betore I read thie, the Pree1dent 1&14 that 
1t we ooul.d by arrang111g the t1guree make 1t •••• 
or ehov that oul'c det1c1t vae acccUDte4 tor b;r our 
armamente, 1t would be ve~ n1ce. So I ea1d that 
vae 1mpou1ble. He ea1d, How about taking the 
armament• plue eold1ere 1 pene1one, ever;rth1Df that 
hal to do Y1th sold1ere, eo torth and eo on' He 
aa;rs, 1 Take a look at 1t. 1 

So I told him you'd have to include rel1et. He 
sa1d, 1No. Take a look at it.• 

S9 

This ia what he wrote here. I 1ll give this to you: 
•It •a intereating to note that vh1le our own current 
expenditure ••.• (vords not underatood) •••• an amoUDt 
ot only 25 percent or our national expend1ture, this 
sum more than represents the total de~icit.• And 
then he had me put in - well, tr;r and fiX 1t up it 
possible. 

There's the interest on the war debt, too - would 
be almos t halt a billion. 

Well, we don't get any. 

Ro, he means the interest we pay on the debt ve 
1ncurre4. 

Tbat'll part or the military burden. 

Right. Be aaye •••• 

It would probably make close to three billion. 

Then it we can say 75 percent ot our detioit, or 
anything, he aa;rs - and you oan fet Bell to hel~ 
you. He said, as he put it, 1 It s a nice idea. 
I don't know whether you can do it, but it you can 
it would be nice to show that practically all ot 
it ia war debt. 

Nov, trom the last sentence - •ror us the danger 
1s that these developaenta •••• • -the new word 11 
•abroad• - • •••• may mean a neceeaarily 1noraaeed 
coat tor national detenae here, together with 
monetary .li:latiD'b~ 1.1 ty .... • 
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Should I do that again, Miss Humphries? Can you 
follow it? 

. i'O 

Humphries: No, I have it all right, thank you. 

H.M.Jr : 

Klotz.: 

H. I(.Jr: 

llh1 t e : 

H. V.. J r : 

Gast on : 

H.M.Jr : 

Gast on : 

• • • •• t hat these developments abroad may mean a 
necessarily increased cost tor national defense here, 
together 1ti t h monet ary instsb1ljty • • • 

Now, ther e i s nothing else until he gets down to 
the thi rd line , and he is against this background -
he cuts out t he word "must• in "that we must re­
examine our fiscal program . • 

Then we come down to • ••• 

Next page . 

Then you come down to line 9· 1 The unmistakable 
implication ot t he international s ituation is t hat 
we should look ahead to our fiscal position and 
redouble our efforts to attain full recovery.• 
I 1ll do that again. "The unmi stakable implication 
of the interna tional situation is that we should 
look ahead to our fiscal poe1 tion and redouble our 
ettorts to attain full recovery.• Huh? I think 
that ' s a d1st1nct i mpr ovement, don ' t you, Harry? 

It i s f rom my point ot view. 

Herbert? 

Yes , yes. 

I me~ t he whole thing - "Well, it we don 't do this 
right awa y, this country is going down.• 

Now, t he next paragraph. "Also t here are periods 
during whi ch •••• • -At t h i s point he said, 1 Why 
be so ' puosytoot ' about t his?• Don ' t you love i t? 
You s ee, I had •maybe" and t hey Juggled it, you 
s ee, lett and r i ght . "Also t here are periods during 
which sound fi s cal pol i cy •••• •- I 1l~ take it and 
grin. 

That 1s the exact point that I r a ised. 

• 
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You remember, you asked for the •may well be. • 

I know. Yell , he'• been eo reasonable about it 
that •••. 

Now, the last three worda on thia page , •we oannot 
face • ••• • -he cute that sentence out entirely and 
leaves it "The sequel to deficits and emergencies 
will be surpluses during the yeare of prosperity.• 
Again he says that ' s too atrong. 

Nov, I nsert A - before I do Ineert A, the next 
paragrapn- •Mere talk of a sound fiscal policy ••• • •­
that paragraph he took out entirely. And Insert A: 
"That was and 1e the broad purpose of seeking to 
raise the national income to such a high point that 
there would be surpluses with which to • •• • • 

To accomplish this, huht 

Yell, I 111 read what I got, You'll have to fill it 
in afterwards. I'll read it ~ust aa I took it from 
him. It ian 1t correct, but I 11 read it exactly all 
I 1ve got it . "That was and is the broad purpose of 
seeking to raise the national income to such a high 
point that would be surpluses with which to reduce 
and eliminate the deficits which began in 19}0. 0 

Do ;you wiJ.Ilt to raise questions of philosophical 
content? I don't think he quite could mean that. 
That was one of the purposes, certainly not the 
purpoee . 

Well, again, not - I wiJ.Ilt to get this over firet . 
The point that he made ia - he said, "You made me 
say in r;n;y sp-eech in January at the Hill that ve 
were going to raise the income to go billion and 
in that way get the additional revenue. • He eaid, 
"You made me do that. Why don ' t you say it again? 
You're the fellow that made me do that.• Well , of 
course, it wasn ' t I . 

Of course, it still holds true, if he di d ra1oe it. 

Yell, the point 
began in 1930. 
is therot Nov, 

that he 1 e getting at -the deficits 
There 1 s no argument about that, 
all I'm trying to do is to get 
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oYer this thing so that 70U tallows can haYe it and 
drop evel':ything else and go to vorlr. on it . Nov, 70U 
get what he's atter, don 't 7out 

You Just said something about the deficits beginning 
in 1930. I s that something he sa1dt 

You (Miss Humphries) have that, don't you? 

Yes . 

Was that supposed to be in somevheret 

That 1 s an insert. 

Excuse me, I'm sorrr. 

•Mere talk ot a sound fiscal • •• • • - that's out . 

Then B comes next, I 1ll read it again. I mean tor 
me to take this stuff as fast as be gives it is 
avtull1 hard. B: "It is not the prerogative ot 

72 

any department to make suggestions to the legislative 
branch ot the government tor the conduct ot its work, 
but I am sure that you would wish me to be trank in 
telling you some ot the ditticulties which attend the 
Joint ettorts ot the Ways and Means and Finance 
Committees and the Treasury Department to coordinate 
their efforts. 1 

It's an excellent one, very good. 

Now, this comes next, Now, t he next paragraph starts 
ott •It, tor 1nstanoe •••• • -and then cross ott the 
whole first sentence: •In order to move in this 
direotio~I suggest that •••• •- that all comes ott. 
So we ' ll start 1 It, tor instance, the Wa7s and Means 
and Appropriations Committees ot this House and the 
Finance Committee ot the Senate could meet each 
session as a Joint committee on fiscal policy and 
consider the over-all in respect to expenditures and 
revenue programs, simplification would r esult .• 

Now, you drop down to the last sentence: 1 that this 
innovation •••• • - cut out the word 1 this 1 and it 
reads 1 that sane such innovation.• 
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Pardon me - by dropping down d1d you mean we elimi­
nate everything elaet 

No, no . 

No, it stays 1n. 

• • •• • that such an innovation• ? 

• ••• • that some such. " You oee, you people- you 
(reporter) can type t hie r i ght away, so that 
Kiss Humphries - you have it - don 't you have it? 

73 

Hucphriea: Yea, I'm getting it. 

H.H. Jr: • •. • • that soce euch innovation. • 

And it you have any ~ueations you oan go t o Mrs. Xlot~ 
and check with her. • 

Now we ' ll go over it. Now, I 'll read this par agraph ­
t h1s next t he 11ay he has written it. I'm going to 
read this - top or page 5. "By provi ding tor a 
preli mi nary legi sl ative consideration or the over-all 
appropriation and revenue measures , it would give 
\fithin the Congress a broad p i cture or the manage-
ment or the Government ' s finances and permit a better­
ordered coordinati on between the executi ve and legis­
lative branches in t h i s field.• The President aaya, 
"You can ' t t ell the Congress they are not intelligent.• 

Have you got 1t, Mise Humphries? 

Humphri es: Yes, s ir. 

H. M.Jr: Which I think - you see, whllt he ' s doing all through 
here - he ' s making what I tried to do - make i t much 
more courteous to Congress and much more - would you 
us e the word • subservient• ? 

Duffield: 

White: 

No. I think this ia tine, this change. 

Hi e deletion or the words • oentrali~ing responsibi l ity• 
is interesting. 
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Yes, he doesn't want that. 

Now, this is intensely interesting. Beginning with 
•This joint committee •• • • • down througn • • .•• a con­
sistent fiscal policy• - out . 

There goes the tunnel . 

There goes the tunnel . 

Well, he's got something else. This should read: 
1 Thie joint coacittee would in et't'eot be a lens 
through Which all appropriations and revenue measures 
could be viewed •• •• • 

Much better metaphor. 

• • •.• in relationship both to what the nation needs 
and the nation can at't'ord. • I think that 1 s wonderful. 
Ien 1 t this interesting! Huh! 

"This committee should havo continuous lit'e and could 
be actively studying t'iscal problems •• . • • and so t'orth. 

Then the sentence •I understand •• .'. •- that t'rom there ­
the rest ot' that's ot't'. He says, "They 111 all say 
this is LaFollette and they won't U.ke it. • 

An7Wsy, Wisconsin got ue in trouble with our Social 
Security. 

I ' m sorry - Mrs. Xlotz says those 1 ahoulda1 should 
both be changed to 1 coulda.• It's good t'or you to 
oheok me. It's hard to write the atut't' and then 
be watohlng it and th1nk1ng about it . 

The next paragraph is all right . 

Then the next is •we have talked about moving ••• • 
it 1e now time to act• - he outs that out entirely. 
He eaye, 0 We 1ve been eay1ng that t'or t'ive years.• 

Nothing more on that page. 
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It begino with "I recommend• ? 
Yea- 1 I recommend that the Congress be •••• • 
Oh, we cut out the tirst sentence too' 
No, just cut out 1 it is nov time to aot. • 
I see. 

Page 7, line 5- • ...• are becoming i ntolerable" -cut out the word "intolerable" and think ot eome mild word. He said he doesn ' t think they are. He says, "l'lho says eo?• 

I say, "Hy neighbors. • 

He ss ye, "They have no reason to.• 
"Ae a result ot this Co111mission 1s work, which v111 

75 

be able to achieve a more orderly relationship •.•• •­got it, Mi se Humphries? 
Hwnpbries : Yea, s i r . 
H.M.Jr: 1:ov, where I come dovn to the thing that I was so proud about, my three alternatives - they 've gone v1th the v1nd. They've gone 1~ith the wind. Nov, at this point here, betore we do anything, the President vante me to make a statement which, as I remember, >Tae on sixteen or seventeen. 
White : •we shall not discuss the detail" ' 
H. M.Jr: It 1 a the one that baa to do v1 th the revenue-pro­ducing capacity. 
Blough: That's 17. 

17. 

Nov, he wants to start this thing ott - he didn' t di ctate it - he wants to start ott and make a torce­tul statement that whatever ve do in chan~s, we muat6 1 t lose any revenue. I mean he d1dn t give me that, but here he says- wAit a minute -he says ­well, anyway, he sai d something like we have on 17, but he wants it at the end and wants it to be a 
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Yer7 toroetul statement that whateYer we do, we 
muetn 1 t lose &n7 mone7. 

Ka7 I ask, Mr. 8eoret&rJ, whether the paragraph on 
P88• 1 which eqe 1 'l'hue tar I haYe talked •••• 1 1e 
all right, or ie that out toot 

No, that 1 e all right, but beginning "It eee•• to .. 
that Oongreee hae three choioee •••• 1 

That's right. 

Yee, that's out. 

76 

Now, what he '• given•• ie llhat he calla tour thinge, 
and he wants me to make a statement - I •ean I 111 
read it to 70u, but to get the thing- • •••• a renewal 
ot the reco1111endation which we have alread7 made. • You eeet 

And those are, aocordin~ to hill - he eaye here "1 -
ea11e 1111ount ot revenue. I 1m reading now as I wrote 
it out. 11 - eame 1111ount ot revenue.• And deYote 
a P88• to this. 
1 2 - I haYe alreadf recommended renewal ot all 
expiring taxes.• Now he eaya he ' s done that. You 1Ye 
got to loolt it up. Ba said, •we 1Ye alread7 done that. 1 
Be sald we made the recommendation on Januar7 ~. He 
may have done it. Be's quite sure; I 1m not. 
1 3- Repeat recommendation• of Social Securitr taxes.• 

Now, you eee, what he's sqing here- "These are all 
recommendation•, but they are renewals; -I ~ve made 
them before. • 

·~ - Renew recommendation on taxing outstanding bond issuee.• 

Outetandingt ruture. 

New onee. Well, I'll write 1 tax1ng all new bonde.• 

Then th1s next I 1ll read Juet a• I got it: •It eeeme 
Ph7sioally impossible at thie eesion ot Congreee 
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to rewrite the tax laws before the Special Study 
Committee has conferred with States and municipali t ies 
and brings in a report . It has been suggested t o 
me by the Chairmen and members or the Committees that 
I report •••• •- now get this thLng; this is hie thing; 
this, I think, is marvelous - • •.•• that I report on 
the pros and cons or certain corporate taxes and 
personal income t axes . Pursuant to these requeota, 
I hereby give the pros and cone.• 

Humphries : I missed one lrord, Mr. Secretary, after "Pursuant to 
t hese .. .. " 

Outfield: 

H. M. Jr: 

\lh1te: 

H. H.Jr : 

Blough: 

H.H.Jr: 

Blough: 

H. H.Jr: 

\flute: 

•Requests. • 

• •..• to these requests, I hereby give the pros and 
cons. 1 

So that moves over into the speech the pros and cons 
of each measure which you wish to suggest here. 

Now we're going into t he pros and cone. 

No wonder you aai d there was some work to do . 

Well, this isn ' t hard. 

Oh no. 

I mean, in other words , the President hasn't thrown 
down a single one of his recommendations, but he is 
maintaining the position '~hich he's taken w1 th 
Pat Harrison that the recommendations have to come 
from them and not from us. And I think at one point 
where we were talking about it I said, "I wen 1 t talk 
to Pat Harrison, I'll just talk to Daughton, and I'll 
let him br1ng these down to you as his suggeat1ona.• 

So he said, 1 0fell, twelve hours later a columnist 
will wr1te that you put it in Daughton's hands.• 
So this 1s his way of doing it, and as far as I am 
concerned I take it cheerfully. 

It serves the purpose i f the pros 
point to aotion i n one direotion . 
should •..• 

and cons should 
Otherwise, you 

• 
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H.M.Jr: low, on page 18 •••• 

Durr1eld: Ie 1t page 8f 

R. M.Jr: Page 18. 

Rumphr1ea: Page g 1a out. 

H.M. Jr: Why do I go rrom - oh, excuse me. 

Klot': Just went baok, you eee. 

H.M.Jr: Everybody happy so riU't 

White: Happier. 

Du.rt1eld: Yes. 

Klotz: He'll g1ve you the superlatives soon. 

You went back to rerer to someth1ng, you see. 

Oh. 

It wound up at the end or 7 and 8. 

M1ss Humphr1ea, at 10:30 I have a press conrerenoe, 
and at a quarter or 11:00 you go 1nto Kra. Ilotz 1a 
room and read your notes to her and she'll have 
these two books here, you see, and you can read 1t 
back. Or Hr. Blough and - why don 1 t :rou - well, 
ae many or you as want to go 1n there. Vho do you 
want to take , Klss Humphr1eet 

Yea, I 1ll get her straightened out, then aha oan 
work with them. 

I think you'd better go 1n at a quarter or 11100 to 
Xre. Ilotz and read baok your notes. 

Nov I go to page 9. He d1dn 1 t say anything about 9· 
9 ato..,d. 

Hardly !ita nov, thougb. 

78 
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Vhatt 

Hardl:r fits nov. I'• gl&d it's i n, though. Ve 
oan fix i t . 

19 

As I sa;r, I'm not -I'm trying to get all the changes. 
And now we have , or course, this tax-exempt securi ty 
thing. 

It moves up, doesn ' t it' 

Already taken care or. 

Yes. 

Is it your thought that there would be pros and cone 
of those t hings that are merely renewals ' 

No , no . 

Not going to mention the pros and cons on those that 
are merely renewed. 

No, no . And :you ' ll have to look up.... Now we go 
to page 11. Now, on the lett hand aide we have 
"Carr:r-rorward or business l osses. • Cross out the 
"Recommendation. • 

"Recommendation.• 

All "Recommendations• out. 

On the left side. 

Does he want this sort or thing to go up w1 th this 
statement! 

Yes, and I 1ll explain it to you in a minute how I 
think he wants it . He wants us to state reasons 
against the change and as we put down - chances 
tor evasi on - and he doesn ' t want the recommendat ions. 
And in this thing, I think thi s is the one where he 
pointed out, "In one place you say two :rears , another 
place you say three :rears. • 

Two or three. I think we •• • • 
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Well, under the thing - I th1nlt you have to vrlte 
it without recommendation•. 

eo 

Either that or you - did he indicate any desire to 
have any estimates of the a111ount of revenue reduot1on 
which each of these might lead tot 

Yes. 

Well, in that oaee you oan eay, •At two years, this 
is the estimate, at three years, this 1s the estimate,• 
to avoid making it specifi c . 

Nov here, he said, you've given two yeare. 

It ' s there, I 1m pretty eure. 

It ' s two in one case. 

Just didn't quite read it right on the recommendations. 

I 1m trying to g1ve it to you, anyway. But you ' ve got 
to give both sides of the argument. He wrote •Reasons 
againet change- chances of evaeion.• 

Now, the way this thing would start on ll - instead of 
"Allowance could be made •••• • -he ' d have number 1 
"I have been asked to give the pros and cons on 
allowances to be made tor business losses ••. • • And 
that ' s the formula , eeet "I have been asked to give 
the pros and cons on allowances to be made tor 
business losses to be carried forward. • 

!low, that 1 s number 1. He wrote number 1. 

Then we'd take as much ot this materiel and put it 
over into the statement as ••• • 

You'll have to work out that technique yourself. I 
don 't know. But I mean that ' s the bi g Job, see? 

Now, again, on t his next one repeat it - •I have 
been asked to • • •• • - you aee , that 's the formula. 
You seet And take out •Recommendation. • 
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And he said under •Examples• he ' s written •cons.• 

Wl'i tten whAtt 

I'm looking opposite page 12 - the same thing . You 
say where you use examples ••.• 

The cons. 

•You've given t he pros,• he said, •give the cons.• 

I n each case . 

In each case. On 13 the same thi ng. 
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On l~- now I've got to cake a little speech here. 
He ' s written here - this is the President : "Continue 
deterrent against family corporations leaving profits 
to pile up. • End of quote. 

So I said, "Hr. President, I think we take care of 
that t hrough the incorporated pocketbook. • 

He said, •oh no, I mean where a family and their 
friends control the Gulf Oil or the Aluminum and 
through not d eclaring the dividend s and permitting 
the money to go 1nto ci rculation, that ' s a deterrent.• 
Page t he American Chamber of Commerce and the 
•tanufA.cturers' Association. It's al l right. Now, 
we'll work that in. I mean he doesn 't have to tell 
me when the Gulf Oil Company refuses to pay a divi­
dend over its life and piles that thing up and 
doesn't let that money into circulation; it is a 
deterrent. 

I n other words, the failure to have an undistributed 
profits tax would be a deterr ent to business. 

That's h is approach. 

I agree that that ' s a deterrent . I think there a re 
some t hings on t h e other side. Of course you do, 
too. 

Pros and cons . Now, th1a i s the only t h1ng he put 
i n on all these things, and if anybod7 i s fair and 

• 
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wants to s it back and say that the Gulf and Aluminum 
who are piling up those surpluses and not declaring 
the money - isn't that a deterrent? 

That eort of a case is, I think, clearly a de t errent . 

I' m enjoying today much more t han I did yeeterday. 
Believe me , I took a t\>'ent y minute etart- off which -
I 1 m gl ad \te were nlone. 

Now again he wt•i tes here - oh , thi A is very - on 
page 15 - he wants the income tax returns of the 
thousand richest people in the Uni ted States. ifuen 
be reed that statement that people were payi ng - how 
cuch did he say - the maximum? 

(}pat on : 79 · 

H . l~. Jr: 

i!h1te: 

H. ti.. Jr: 

Duffield: 

He said, "That's a lie. • He said, "That ' s a lie.• 

lie have one . 

There are one or two . 

He eai d, "The reason it's a lie is this.• He said 
that a man came in to see him who had a million 
dollars worth of i ncome s~d he oaid 750 t housand 
dollars worth of taxes. No, t he exaJ!lPle he gave 
was 900 thousMd dollars of income and he paid 
750 thousand dollars taxes, and he had only 150 
thousand dollare left . But you could see t hat he 
was at least spending a quarter of a million dollars 
a year. So the Pr esident said, " Ho~t come? Come 
clean. 11 

He said, "Oh, I have another million dollars worth 
of income from ttovernment tax-exempts .• 

"So,• he said, 1 thi s fellow was paying about 45 
percent.• 

I wanted to eay: do this i f only t o eliminate tax­
exempts . 

Now he says - I mean t h is is - I mean he doesn ' t -
I don't know Just what he Wllllts on the income 

• 

-----------------------~---------_j 
h--~---~-~------~------~~-----------
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and thousand richest. But be says, •Do the;r report 
inoome trom their State and municipals and the 
inoome trom their gittst• 

The answer is they are supposed to but they under­
report it very seriously. Ot that we're sure. 

Then he said what he'd l i ke to see is what he called 
the Oarter~Glass Amendment, having a eliding scale 
trom 60 to 75 depending on the income that the 
people have trom tax-exempts. Now, he says t~t 1 s 
what he' d like to see. 

That ' s an interesting way ot oaki.ng unneceesart 
retroacti ve taxes on the outstanding bonds. 

llow, again, the pros and cone. 

There is one point - another point - they pa;r their 
maximum only on the amount ot income above • • •• 

Well, if the income gets way up there the rate very 
tast approaches the maximum. 

That's true, but up to there they pay a graduated 
scale. 

Well now, do you get what he ' s after? 

Yes. He r'light have thrown capital gains 1n while he 
was at it - another way in whloh they pay very low 
taxes. 

That would be the pros and cons - included in the 
cons. 

C3 

llell, opposite this sentence on 16 - 0 Also I recognhe 
other teatures ot tax laws considered by some to be 
deterrents• - he puts a quest ion mark. He says, "Who 
eaya so?• He didn't say it here, but he said it to 
me. He said, 0 Who says so'" 

Brookings, National Manutaoturers Association. 

Ve~l, in view ot this approach, I question whether 
I ' d say that. 
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Yea, I would certainly not now in view of this 
approach, because you would be in duty bound to give 
them the anstrer it you had the question. 

Now, after 16 he wanted me t o say, where you have 
these recommendations, you see, about 19 and 22 per­
cent and all that - he wants me to say some thing 
like this: • .•.• will have to bring in as much 
revenue, and this ie a very difficult problem tor 
Congress to face.• You see? And he says , "Just 
as soon as they see our suggestion that t he small 
fellows pay 19 percent, th.ey '11 all be up in arms; 
and when the bi g fellows see they ' re going to have 
to pay 22 percent - what 1a there 1n itt• But, 
carrying out his suggest 1on, we wouldn 1 t include 
those recommendations . 

Leave out t he • .•. 

Leave out the percentages. 

On 19 - t1ell now, t his is t he t h ing that he want a to 
add. He said he thought it wae a mistake to put this 
table in opposite page 19. 

You mean tor him? 

Well, we 're now talking at the stage - we ' re getting 
ready tor me to go on the Hill. 

Oh, granted. I agree. 

Nov, he said something like this - oh, I t~ this 
is- I guess what he means is that • ••• 
1 There is merit •••• • 

"There is merit ••.• • Wonderful. 

Thank you. 

You ought to know after all these years. 

"There is merit to the suggestion that between the 
income ot 15 thousand dollars and 250 thousand 
dollars which are relatively lov comoared with 
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income ot less than 15 thoueand dollars and more 
than 250 thousand dollare, and additional 1Dcoae 
could be gotten in.• Paragraph. 

"Furthermore, good citizenship it is telt that 
every individual with income ot more than 800 dollars 
a year and up to 1500 dollars and tam1lies up to 
2500 dollars could pay and would be v1111ng to pay 
a small tlat tax.• 

•Now,• he eays, 1I don ' t whether tlat tax is the 
word, but, • he ea7s, •I 1 m thinking in terms ot 
tive or ten dollars . • 

Wondertul. That Qeans we go down. 

You didn't recons i der that titteen is a little bight 

Pardcnt 

F1tteen thousand is a little high limit. But it's 
not subJect to consideration? 

None ot the ae t hinge are t1xed. 

It we wanted to try a lower tigure •• ••• • . 

He does try a lower tigure. He tirst talked ot 
titteen up, and then saye, 'Furthermore, in the 
lower ranges •••• • 

But a tlat tax on an income or 800 and 1500 goee 
pretty lov. 

Doeen1 t have to be tlat. 

How about that oil bus1nesst Is that tnt 

Oh, sure . 

Well , that ' s really a renewal ot an old recommendation. 

Y1ll that go up under the renewals ot the oldt 

Ir we made it before. 
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Not at t hia aeaaion • . We made it before. 

Is he willing to leave that statement 1n about the 
opposition to itt 

86 

When he got to that he was going a little bit qui ckly. 
I don't know. lie couldn't philosophize on any ot the 
other recommendations among the new ones. I 'd just 
put it up with the renewala , that's all. 

\fllat do you people think? ~le ' ve got five minute a. 
1fllat do you think, Blough? 

EXcellent, except that the budget-balancing thing 
baa been pretty well watered down nov. Yet the 
fundamental recoomendat1on ia etill there. 

No , he 1 a ~aking me say twice that we mustn't loae 
any revenue. 

That'a on the present taxes, but au tar as looking 
forward to decreased expenditures or anything l ike 
that • •.. 

1'/ell, t hat was watered out anyway. 

Pretty well washed out ot the previous. 
most ot the ebangea are excellent. I•~ 
he d1dn 1 t make more. 

I think 
surprised 

You aee, after all, when I go up and make these 
recommendations, these new tour or rive thlnga, that 
opens the door and that givea • .•• 

I think that 1 s every b it as good as going up and 
saying, •ue want you to do them. • 

Much better. And he' a got very deep- seated reelinga 
on thia. But then, after all, he 'a atill aoarting 
troc the lashing that Pat Harr1aon gave him last 
year, and thia avoide all that. 

He didn ' t say anything about higher capital gains 
tax rateat 

No. And, you see, the beauty ot go ing over there -
be didn 't have to jump on thla intercorporate 
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dividend and on this - all the reet of this stuff 
which I knew he wouldn 1 t take. 

Rarr,'t 

87 

Oh, I think this is IIIUCh better and I think it fulfills 
the function ot the Treasury, to give the pro a and 
cone and select the taxes about which d1scueeion 
might be held; and it leavee the rest up to Congress, 
where 1t would be anyhow, and doesn't put you on a 
11mb ot recommending to Congress taxee which may be 
either turned down or accepted. It plaoes the 
reepone1bility where·it belongs , without raising 
any inter-a~ministration problema. I think it 1 e all 
to the good. 

Her be rtf 

Yes, I think this proVides a way by vh1oh evsrybcq 
can be pleased and work out what you want to work out. 

And I don 1t give up anytblng. 

No, no, you don 't give up anything. 

HuM 

tlo, I think this is tine. 

Genet 

I was trying to think, It seems to me that if all 
we're doing is giving pros and cons, there are a lot 
ot things on which we could give pros and cone. 
This list was weeded over with the i dea that we more 
or leas put our approval on this thing. 

Therein lies the implication of giving pros and oons: 
that you selected these particular taxes to give 
pros and cone on. That fact 1s very 1mportant. 

It seems to me, since there is no recommendation and 
slnce perhaps, unhappily, we have been maneuvered 
into the position where we are expected to bring 
some recommendations - we don 1 t bring recommendation• 
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and we don ' t bring even a discussion or all these 
things which have been eo prominently mentioned -
that t his thing mi ght be very d isappoi .nting. 

Bring in local taxes and the coordinati ont 

Look, as recently - the last time I talked to 
Dou; hton I said something about the President .. He 
said, "Oh, you don' t think there ' s any chance of 
the President app~ving your coming up, i s there? • 

So I said, •Yea.• 

•oh," he sa id , "t hat would be wondertul.• Now­
j ust hie approval or letting me va1k up there , you 
s ee . 

or course, one can ' t overlook the t act that it isn't 
as strong as a recommendation wou1d be. I t they 

ea 

~1ere able to say, 1 The Treasury recommends the • 
following •••• • -but that pleases me the more. 

Harry, 1t 1sn 1t for me to analyze the state of t he 
President's mi nd. The President didn't say he is 
oppos ed to t he various specitio - let ' s call them 
in the room here recommendations. He ' s will i ng 
t hat I mention every one or them. What I'm going 
u~ and doing is - I'm opening the door to t his 
whole tax thing. It gives everybody a chance to 
have hie say. And I ' m laying down the prinoi ple 
that whatever we do, we 've got to get as much money. 
"And here are tour or five t hings which Congress-
men tell me they are bothered about; here are the 
pros and cone. That ' s the Treaeury posi tion.• 

I sn ' t that the essence of the matter? 

Yes, and i t 1 s all right . Now, after all, t h is man­
the Presi dent hao come a great deal further to meet 
me than I vent to meet him on this thing. 

I agree with that . 

Whatt 

I agree with that. 
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I think he came 75 percent of the way. Now, instead 
ot going up- I think he 1 n come much tur~her, don 1 t 
youf lfbat do you th1nk, M.ra. 1tlotz? 

I think so . I ' m amazed. 

~lhat? 

I didn•t think he 1d really go as tar as he did -
not 75 percent of the way. 

\/ell, this th1ng of being a hero tor a day I don 1 t 
take much stock in; but this thing makes a nice 
flow of Administration policy, leaves the President 
hanpy, which is most i mportant, and gives these 
people that want to come up and make noble speeches -
they can. 

And it gives no room tor t he opposition to indicate 
or imply or suggest or have any basis tor the 
assumpti on that there i s an internal tight going on; 
that is, this is the Administration. 

There are t1~o big t hings that you gain t here . First, 
there was this announcement that there wasn 1 t going 
to be any general tax revision, 1~asn 't going to be 
consi dered at all; this Just opens the door wide 
open for consideration of a general tax bill. And 
the other thing is, it permits you to talk about 
general fiecal policy and a Joint committee of Con­
gress - very bi g thing. 

ill\ich is all I ever say. .Ul I have. said is that I 
oincerely hope that Congress will reexamine the tax 
bill to see if there are any deterrents. That's all 
I've said. I haven't said another thing, 

You didn ' t say you were going to recommend new taxes; 
no indeed you didn 1t . 

I 1m consi stent in tha~. 

There is one t hing where he said - oh yes, on page }, 
i n the middle ot the page , lthere it says, "A tunda­
mental obj ective of sound finance i s clearly a 
balanced budget . There is, of course, no good reason 
why taxes must exactly balance expenditures each 

• 
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rear any more than each month, eaoh week or eaoh 
daf·" The President, to protect me, said, "Look 
up your ' 37 speech and see whether that ie con­
sistent with what rou said in '37·" 
I know that it is. 

Vhatt 

I know that it is. 

Well , he says, 1 Is itt• He said, "Be sure that 
you're not turning a somersault . • 

Don 1 t you ( •rrs. l:lotz) reel it's goodt 

Yes. 

Nov, will you people - as I say the people go to 
work, and then when you're readr Herbert and I 
will take a look at it. And it Herbert's got 
anything he WMts to contribute, I expect him to 
do it. But I mean I expect these fellows to do 
the muscle work. 

That's Roy Blough and Durt1eld and Harry 'llh1 te, 
res . 

Expect to see something else todayt 

No, I think that 1 s pushing rou too hard. Barry, 
could I have something at 9:30 tomorrow morningt 

On what! 

This. 

Oh yes, as ra.r ae I am concerned, yes. 

I think our work is easier than Roy' e. 

I think the big di!t1culty 1e pose1blr on agreeing 
on the proe and cone, but that would be - that 1 a 
partly his Job. 

Well, I 1m going to ask you to turn on the steam and 
then give you another couple daye to recover. 

eo 
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SECrEtary of St~t£1 

Washington. 

GRAY 

Parle 

DatEd May 4, 1939 

REo'd 1:40 P • m. 

881, May 4, 5 P• m. (SECTION ONE} 

FRO !.I COOHRAll . 

JOURliAL Ol"FICIAL May 4 publishEd dECrEE authorizing 

Minis~rr of FinancE up to DEcEmbEr 31 to consolidatE thE 

principal maturing indEbtEdnEss of thE TrEasury and thE 

short tErm dtbt of thE autonomous llo.tional DEfEnsE Board. 

SEcond dEcrEE sets forth conditions of this opEration 

and at thE so.mt time, undEr thE authorization givEn in 

articlEs 56 and 168 of thE financE law for 1939 (atE 

pagEs 11 and 13, EmbllBsy's dEspatch No. 3631, January 10, 

1939}, prov~dEs for thE issuE at 98 of a 5% loan rEdEEmablE 

in 40 yEars. 

KLP 

OSB 

(EiiD SECTION ONE} 

BULLITT 

OlVll3la 

f!Utii'UlUP n·:~• .. rr 
,., ... ~,. tt ,,, ., ·'J 

i~W'Ill;l t>tl &, l.u...tol .,_,.:tlf 
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SEcretory of State, 

Washi "''Kton. 

GRAY 

Paris 

DatEd May 41 1939 

Rco ' d 2 ; 40 p. m. 

881, Hay 4, 5 p .m. (SECTION '1'\70) . 

Subscr1pt1o~s to this loan under the above 

o.utho:·tzat~ons ·.~!. :>.1 !lc rcc E1 ved (onE) 1n c:1sh up to a 

~laxi:nuN Lot \l of Ei , OO')~OOO francs and : twoi 1n t he form 

of s1~ monthll a'lu onE year TrEas\\ry bonds :!.~tsucd undEr thE 

decrEe: of !lay 2, 1938; bonds of t hE autonolJ!ous national 

bnard issued under the decreE of July 12 , 1938; t•o year 

national defens e bonds issued by the o.mort1zat1on fund ; 

and 3-1/2~ Treasury bonds (category a) issued under thE 

decree of Deccmbcr 16, 1938 and redeemable December 16, 

1939. 

Subscripti ons open 'iay 15 . They close ten days 

later to conversions . Clos\ng date for cash subscriptions 

will be fixed later. 

BULLITT 

"l"'C : P EO 

93 

• 
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SEcrEtary of St~tE , 

Washington. 

GRAY 

Paria 

DatEd May 4,_1939 

REo'd 2:44 P• m. 

8th, !lay 1 , 5 P• m. (SECTION THREE) 

Principal and 1ntErut ot thia issuE art EXEmpt from 

all taxation txcEpt that lEViEd in accordancE with tht 

gtntral incomE tax law. Issut will also tnjoy txtmption 

from all spEcial taxEs applicablE to stcuritits . 

Paris Exc~ngt markEt dull. Contintntal currEnciEs 

a littlE WEaktro Frtnch rtntts advtrstly afftctEd by 

thE abovt loan announctmEnt . WhilE thE nEVI thrEE ytar 

bonds havt 30nE wEll, tht marktt thinks forty ytar 

maturity is quit£ long in prtstnt circumstancts . 

Obatrvtrs look for cash subscriptions to achitvt 

6, 000, 000, 000 total but are uncErtain as to how much 

short tErm papEr which is now hEld importantly by pro­

fEssionals will bt convErtEd . Bank of Franc£ statEmEnt 

as of April 27 , showEd furthtr important ~ncrtaaE in not£ 

circulation with covtragt 63. 34 vtrsus 63. 73 . 

DDII 

nc 

BULL ITT 
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PA!W'.u.&J: or &m!IO .. J'Olll .UD rin or TJ:I·IQR•M ••· 111 

of 11&7 4, 1938, fro- tho .AIIorioaa •baa•J, Paria 

U nooa toda7 I Tidhd tbl Buk of J"ranoo. •oth1JIC 

ha4 been doao b7 tho r:rench otabilhatioa f\md bJ that hour. 

There are now onentoen and a half billion franc. of gold 

and foroip exchange ill the tllad, after tho transfer of 

tho fiTo billion franco gold to the BaJil: of J"ranoo; in 

real.itJ this operatioa required -ore than fhe b1ll1CIIl 

franoe becauao of tho difference ill t'he Talw.Uon rate 

of gold and the current rate of tho franc. a.&ll pills 

in exohange continue to be •4• by the fund, on tho 

a•eraae, twentr llilUon trance daily rocen1ily. U hee 

also been takillg in six to twolTo llillion franoe of gold 

eaoti day ner the counter, and dace tho llaroh liS or hie 

broke it has not had a deficit balance for a ein&l• day. 

roroip exchange for ropaJ~~ont of a fitton llillion dollar 

loan has been proTido4 bJ tho flm.4, ae well ae part of 

tho flori.Da for aeoting tho aaturiag f1f1ioOR a1111on 

florin credit thie week. OUt of daily takillge 1t has 

also proT1do4 oxohaaso for oortaia araaaOilt contrao1ie. 

• 

Today a r~ort ouo to the Bank of Ital7 ropreeentaUTo 

that DUIIlOTTJ:RDAJIIOD OOm.u! - tho ieeuo 1e not Jot 

&Tailalllo hero - has ill 1t a e~y fr- ito oorreepoadoa1i 

in Parie to 'tho effect that dopoeite sf tho FrOiloll OOT-

erna .. , a 1iM BII aay bo w1 thdra- u tho groude th&1i 
now 

tho bank does not/roepODd to tho purpose for wbioh it 

Regraded Unclassified



9G 

-·-
rr..- offloiat., I ...... ,_. eeatl4•tt•nr, ••• 

~ ... u, liMa wenled u.at tko 1-c ten •••uta _.., 
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SEcrEtary of StatE, 

17asbington. 

6141 Uay 41 6 p.m. 

PlAIN 

London 

Dat Ed May 

REo 1d 2 : 16 p. m. 

FOR TREASURY FROM BUT'l'ER\YORTH. 

\ 

ThE ChancEllor of thE ExchEquEr was askEd SEVEral 

quEstions in thE Hous E of Commons this aftErnoon, rEpliES 

to which arE of somE int ErEst . 

1 . AskEd whEthEr hE would makE a furthEr atatcnEnt 

as rrgards thE official monetary policy wbioh it is thE 

intEntion of thE GovErnmEnt to pursuE and whEthrr i t was 

thE intEntion or thE GovErnmEnt to pursuE a policy not 

only of activE but progrEssivE dEflati on, Sir John Simon 

said thE "GovErnmEnt arE not pursuing and do not intmd 

to pursuE a policy of dEflation activE, progrEssivE or 

othErwisE" . AskEd furthEr if hE was awarE that during 

97 

thE last two months thErE had bttn a policy wh1oh bordErs 

on dEflati on and was it not truE that thE Bank of Engl•nd, 

thE TrEasury and thE Mi dland Ban~ took a diffErent viEW 

(sEE paragraph numbErEd thr£E ~ 5951 May 2, 6 p .m. }, Simon 

rEpliEd: "I find dEflation, inflation and thE rEst or 

i t 
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it very difficult words and I bEli EVE thE policy WE art 

pursuing to bE quitE right" . 

AnswEring a furthEr quEstion, Simon said hE agrEEd 

that thE policy of cheap monty ratEs on th£ wholE was 

a great advantage. 

2 . ThE Chancellor rEpl i Ed to a quEstion rEgard~ng 

transactions in forEign sEcurities by referring to thE 

stat~cnt hE madE yesterday quoted in paragraph numbErEd 

2 of my 595, May 2 , 6 p .m. But whEn ackEd whEthEr hE 

intrndrd to sctk compulsory powers or did hE think a 

voluntary appEal to t hE financial i ntcrtsta conorrnrd 

would br sufficirnt , Simon rcplftd: "There arE so many 

considErations involvEd, considrrationa connrctEd with 

financE , that it is a gravE matter indEEd to suggEst 

t hat t h £ appral I havE madr will not bE fairly rEspondEd 

to. I hav£ Evrry rEason to think that it is" . 

In this connection l.t SEELIS pertinEnt to quotE thE 

rtmarks of thE city Editor in today' s TIMES which arE 

doubtlEss i nspired: "It is obvious that attempts to make 

the ChancEllor elaboratE his appEal further cannot eli ci t 

anything except what is virtually a repEtition of the state­

ment with addrd tmph4sis . It is clear that thE morE th£ 

Chancellor 

sa 
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OhnncEllor 1a naked whethEr hE really meant 1t thE more 

dttlnitE ht II!Wit and will become. L1ktw1a£ , attempts to 

elicit n detailEd elaboration can only serve to cmphnai&E 

the quasi- ambiguit i es which art inhErEnt in any gEnEral 

appeal. The original appeal was IUEntinlly a gmcral one 

dEsignEd for thc:wholt body of investors and as such it waa 

clEar and effective . But it is of the EsstnaE of any 

general npoEnl that thE individual should respond to thE 

spirit of it in accordancE ~ith his ir.d1v~dunl 

circumstances . It dots not lend i tself to official 

elaboration in detail . It is surprising to find that thErE 

has been a certain amount of criticism on the genEr~l 

ground that voluntary restricti ons of any kind art 

unfair and undEsirablE • That baa certainly not bEEn thE 

oity1a experience in the past . The capacity to respond 

voluntarily to general official rEquests--which arE as 

often as not to bE oboErvEd in thE spirit rather than in 

thE lEtt er --has normally been a strong and valuablE Element 

in city organi&ation end it would bE a pity if totali tari an 

modes of thought wtrt to spread so far as to bring thE 

idEa of voluntary action ~s such into disr1putc. 

In actual foot there is every indication that the 

appEal has bEEn having thE full effect r•hich was intEnded. 

It hna not killed business i n dollar stocks , as any formnl 

restriction 
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restriction whlthtr statutorily enforced or not , would 

bt bound to hovE done . But tach day ' s developments show 

that thE respons e of most i ndividuals i s both s incere 

and practical. It is of interest, for example, to find o 

stool< txohongt firm mcouroging eli enta to consl.dtr 

swi tches from existing dollar investments into stocks 

which would bt most likely to maintain their valuE and 

to bt readily marketablE in the event of war . Such o 

policy t~ould, of course , bt a more th:ln adequate responsE 

to thE Chnnctllor's rEquirontnts . In somE quartErs it 

100 

~~s be en argued t~t thErE should be no objection to thE 

purchasE of dollar securitiEs i n t ime of pEac e on thE· 

ground thnt in t imE of war it would bE just as conveniEnt-­

and possibly mor t so--for thE TrEasury to havE mobi lizoblE 

securitiEs in NEW York as thE equivalent ~ount of gold in 

the bank vaults . ThE neakncss of this argument liEs in thE 

fact that the monty which goes out for the purchaS E of 

securities may not always be reoovcroblt in full . For 

various reasons there is a ctrtnin amount of wastage, 

leakage and disappcnr anct in thE proccas--moladi ts from 

which gold in the bcmk vaults i s immune, Investors will 

no doubt realize, howevEr, that their dollar hol dings 

art much more to be valued in thE national interest if 

they art in such a form and art held- in such a manner that 

they 
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thty arE rtadily mnrkrtablt and could bE quickly put ot 

thE disposal of thE Govtrnmtnt in oast of EmErgtncy" . 

NEff of thE S, E,Co would opprEo1ntE it 1f a oopy 

of thE abovE sEction numbErEd 2 could bE suppl1 £d to 

PurcEll, 

3 , Ironic~lly Enough thE rEsign~t1on of communist 

Litv1noff ~~d a deprEssing influEncE on the city today 

nnd thE London Stock ExchangE Tons ~Eok, L1k~1sE, 

the forEig.l otchllngE nu:.rkct lilns sOI!!ETlhnt morE activE 

today thnn yEsttrdr.y •71th th£ Bri tioh outhor1ti ES n8ain 

supplying spot :1nd p'lrt1cull\rly t'orl'r::lrd dollars, Of the 

155 b::~rs sold at gold 1'1x1n;; 21 l'l£r£ morr1 Ed c.nd the 

British fund suppliEd about onE-third of the total, Small 
full 

purchas ers obtai nEd/allotmEnts but Snmuc1 Uont~ 

11h1ch t~ns thE onE big buyer rtctivtd only 60 pEr cEnt , 

KLP 

KENlfEDY 

03VI 3:l lll 

f.JIIl'IIMJe Yli1J?A •P.l 
fb.~ .... t , .. u: 0 ,.. ...... .. _..,.,...,, 
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SEcr£tary of StatE , 

Washington. 

624, May 5 1 7 p .m. 

PLAIN 

London 

Dat Ed May 5 1 1939 

REc ' d 2 :10 p. m. 

POR TRO.SURY PROn Btl'l'TERWORTH. 

1 . RE! Erring to a£ction numbErEd 3, my 595: 

102 

May 1: 6 p.n., th1a WEEk 1s Bank of Enp,land rEturn rEflEcts 

a dEcidEd Easi ng of thE t i ght monEy condit~ons which hav£ 

prtvail Ed s1ncE the £nd of March. A rtduction of pounds 

16. 5 million in public dtposits (duE to hEavy EXptndi tur£ 

by govErnmEnt dtpartmEnts tog£th£r with di vidEnd 

disbursemEnts of pounds 11 mill i on) was balanc Ed b y a 

risE of pounds 16 . 8 million in bankers dEposits which now 

s tand at pounds 108, 2 million. A mor£ than usual month­

End ris£ in the not£ circulation amounting to pounds 6. 3 

million (duE probably to cont1nu£d accumulation of branch 

bank till monty, scm£ incr£as£d trad£ activity and pErhaps 

somE not£ hoarding) was n EUtralizEd by an incrEasE of 

pounds 4, 7 million i n govErnmEnt SECuri t i Es and pounds 1 . 6 

milli on in othEr sEcuritiEs hEld i n t hE banking dEpartmEnt. 

ThE 
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The incrEase in bonkErs deposita to thE highest level ~~~, 

since February bas resulted in lower discount rates 

today's TrEasury bill tender rate havi ng dropped to just 

undtr 16S per cent as compared with pounds 1 4S 3- l/2D a 

week ago. Thus the recently expressed fears that the . 

British monetary authori t i Es might be following a 

deflationary policy should bt somEWhat allayed. 

Incidentally th£ ris e of pounds 4. 7 million in thE 

Bank of England' s holdings of government securities 

sugocsts that the WEEk's purchases by "the special buytr" 

of Treasury bills werE largely absorbEd by the Bank of 

England rathEr than the Exchange Equalizati on account so 

that thE l attEr was called upon to support sterling to a 

lesser extent than in recent weeks . 

2 . The city immediately reacted favorably to 

Beck' s speech and the London Stock Exchange closed stronger, 

war loan, for example , at 92 . 

The noteworthy fEature of the foreign exchange market 

was the forceful manner in tfh1Ch the Bri t i sh authorities 

pushed the forward dollar rates to 9/16 and 1-11/16 

respectively. 131 bars were sold at gold fixing of which 

6 were married. The British fund supplied some SO bars . 

t.!ontagu was again the big buyer .. 

K£NN£DY 

KLP 
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FOOit: .American Embae.y, P&rie 

DATI: ltay 5, 8 p.m . 1939 

HO. : 890 

FROM OOOBlWl. 

:o4 

The favorable reception of Beok1 e epeeoh by their 

markets caused i mprovement today in continental currencies. 

Some sterling waa~ gained; by French control . There was 

a weakening of French rentes as a result of market 

criticism of government for issuing the new loan (see 

my llo. 881 of !lay 4, 5 p.m.) a t a more expensive coat 

to the state than was necessary or Wise considering the • 

great desirability of l owering the carrying charge on the 

French debt and the condition of the market. 

I went to the ltinistry of Finance this evening to 

visit Rueff . Rueff denied one press story that the total 

of l oan is limited to 12,000 ,000 ,000 franca, that 1a six 

in conversion and six in oaeh. There is no limit other 

than that for 8 ,000,000,000 franca oash inorease. Rueff 

expects the loan to be a success and says that no other 

loans are now planned. 

(See last paragraph of my No. 881) According to 

Rueff, French officials have not even considered Withdraw-

ing the guaranty and other obligatory depoeite made with 

the B.I . S. which constitute the bulk of the J'renoh funds 

with the B. I.S . and which is part of the original plan for 

t he bank. However, there is a move toward removing & 
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amaller and vol~tarr depoa1t wh1oh Jranoe 1n the preaent 

o1roumatanoea oould well utilise. 

To4af there appeared 1n the London riKAIOIJL 1118 a 

wildly apeoulat1ve atory bf &1na1g, whoee laolt of oord1al11J 

for the B.I.S. and central b&nkere 1n general 1a wall known, 

auggeat1ng the poae1b111ty of there being a apl1t 1n the 

voting at the B.I.S. general meeting, the ~· power• try­

ing to get control of the 1nat1tut1on and raid ita reaouroaa. 

B.I.S. directors and ehareholdera meet this weekend 

at Baael and I am leaving for Baeel th1a eYening. 

BULLITT 

• 
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, n~' _...,g 

This week's total of corporate seourit)' i sauea ill about $7 10001000 

end is ool:lpl"ised of four ieaues. Intormat~on, eo far anilsble, on tbree of 

t hem (Pacific Public Senioa COtlp&l\71 Atlanta Terainal Co~~~p&n;r, e.n:l llartin­

Parr;r Corporation) ia trapentar)'J they are bond ieeue1, 110stl;r for ref'unding, 

&nd offered to a liaiud public or printely. The fourth iaeue ie taoQ,OOO of 

co"""'n atock or the Brentar Aeronautical Corporation, an addition to the con­

siderable list of airplane coll:p&lliea which have obtained new capital, 100stly 

through sale of oomaon s tock, during recent months. The total of the airplane 

compaey tlotationa during the last six 1110nthe 1e around $13 1000 1000. 

A $35,700,000 iaeue of New York City bonds helped r&iee the week& • 

on.micipal ewerde to about t so,ooo,ooo. The Wew York issue was awarded to 

a National City Bank syndicate at an intereet 'cost or 2. 71 per cent, a new low 

record for the City on en ieaue of thia maturity. Due in 1940-79 &nd priced to 

;rield froa O.AO to ),00 per cent, the bonds are now almost all sold, onl;r about 

$1, 000,000 being atill i n the s;rndica te account. Despite the low interest rata, 

the ieaue wee distributed Tar;r quickly. 

It hes been reported that dispostion of the $52, 500,000 of Gatineau 

Po1r&r Coapen;r bonds, offered last week end not entirely sold then, was co.­

pletacl during the first pert of this week. Dealers' inventories, therefore, of 

both corporate and on.micipal securittes are again nr;r low indeed, Only tbrea 

feir-eized corporate ieeuce are now in registration, totalins about tAO,OOO ,OOO. 

Their IIW'keting will be spread ov·er at least three ween. Some large refunding 

operationa are epproachina the registration staae, but the firat will probabl;r 

not appaar tar eo,.. 25 days et the earliest. The outlook for the next .ontb or 

more ia that there will be little borrowing tor new capital purposu. 

lion. llenr;r llorgantbau, Jr. , 
Secretar;r of the Treasury, 
llaahinaton, D.C. 

I ours f&i thfull.y, 

' 

Regraded Unclassified



107 

' 

~ ~Jb --
~ 

~1,o~("b_j_1 __ 

Regraded Unclassified



108 
· · treuan~t 

Ill naloa of IIIOne\&1"7 BMMI'Oil 

Secl""tar:Y ~·oraentbau 

The appended auageetion by llr. Schmidt, I think , 
worthy of your eerioua conaidaration. It it 11 

possible, it seelllll to me wa coul.d eat up an 
•trainin~ school" here . Appropriations are 

necessary since the Latin .-eriean Gow~nte or 
All'erican endowment& would probabl3 'be happy to pay 
coat of the fellowships. 

I' we could R•t one or two of the beet )'011118 -
each or t he Latin A~>erican TNtaeuriee, w could put 

U>rougb a course of tral.ning bare that would not 
help promote cultural relationebipe, but would tum 

cCI!Ipetant technicel 11111n. 

If you are interested I shall 'be glad to submit for 
consideration a concrete plan. 

118. WHITB 
llranob 20~ - Boom 200 

• 
. . . 

- -/ _ 

0 

• 

. . 
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TO 

SUbjectt 

TREASURY DEPARTMENT 

INTD OI'I'ICa COHMUNICAT10N 

llr. lbite 

llr. Scblidt 

Proposa1 That the Treaeury Allow llr. Bulhoea of BruU to 
Obtain Some Practical 'lTain1Dg and Blq>eria~ iD tbe 

Treasury Department 

At preeent llr. Bulhoee, a :yo1111g Bruilian on leave fraa the Rtl8ear ch 

Department of the llrazUian Uinietry of Finane., ill here iD ll'aehiJigton. 

He baa had a f ellalreliip for 11tudy at the .U.riean Univereit;r but hae oom­

pieted hia formal work at thia iDatitutioo. Aa uttera now atand be ia 

planning to return to Brasil iD Jul.¥. 

109 

Dr. Aranba - who waa inat~ntal iD arrangina hie visit to thia 
country - baa expreesed the hope that llulhoes would eat a first-hand 
acquaintance with the American Oo'9'8nDent' a Mtboda of doing thiJiga before 

be returns to Brazil. llr. Blllboea, too, would like to ·ain ac.e practical 

experillnoe in the Treasury. It ill rq opinion that thie eituation offers a 

good opportunity for ua to make a friendJ.y gesture that will have beneficial 

reparcuesiona for the Treasury and tba United State a Oow~nt. 

Ill' alloring llr. Bulhoes to have a deak in the Trtaaur;y aod to work 

for several 11011ths under the auparvieion of Trealllll'7 •n, wa would eam 

the ilm:ediate gratitude of Dr. Aranba aod other ofticial.s of the Braa1.l.UD 

Oovel'l'lnllnt . At the same u-, we would be helping to train a future 
Brazilian Ooftrm.ntal orticial, ae well as w1nn1ne his leating friend­
ship. If our action will acc.-.pliah theaa reaulta, it will haft contri­

buted aubatantiall:r to strengtbening Braz1Hen-J1Mrican unders~ 

and the Nintenanea of friend~ relatiana. 

Such practice could profitablY be extended to a!!!J!lo;yeea of other 
Latin Aatriean Governoenta. 

'!he various dirlaiona of the Treasury are in a position to tift 
..Uuable elC"p&rillnea in iJiportant branches of F'9'8na&ntal fiDUicial. and 

econanic activity to :young employHs of all Latin American Go.,.n.ents. 

J'D7 training aod uparisnce which wa can give to future officials of 
theaa OonrnMnta will not ~ u.1ca tor the adoption on the part of 
tbeae go,..n.cta of a aore intal.li&ant approach to tbeir internal. ace­
nome and financiel proble-...8, but will elao strengtban their faalirW 

of friendship toward ua and tbair w:IJHngnaee to cooperate with our 
governnent - aod with each other - in 1111ttara of oomon concam. 
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fi)(Jr: Bello. 
Robert 
Doughton: Bello, Mr. 8eoretary. 

HMJr: Bow are yout 

D: 

HMJr: 

D: 

I!MJr: 

D: 

HMJr: 

D: 

HJ.IJr: 

D: 

HMJr: 

D: 

!D~Jr: 

D: 

lDIJr: 

D: 

HMJr: 

D: 

Bob Doughton. lll right, thank you. Bow are 70U 
feeling , Mr. Secretary? 

Oh, t ine I 

AnJthing new einoe we talkedt 

No, exoept that-- and this i~ tor you only • •••• 

Yes. 

•• •••• • and nobody else-- I am making progress with 
Pr esident. 

How' a tbat t 

I am making progress with the President . 

Uh- hub. 

And I think u.ybe by, oh, 'l'ueaday I ought to have some 
word. 

How's thatt 
• 

By Tuesday I ought to have some word. I ought to be 
able to have some word tor you on Tuesday. 

Yeah, Vell, I'm going down to see him Tuesday and I 
thought-- I didn't want to mention the matter at all 
unlese 70U thought i t vas proper. 

Oh, yes, I'd - - I'd br ing it up. 

Yeah. 

Yeah. 

I ' ve got an appointment 1n at eleven t1t t een, I beli eve , 
Tuesday to see him about another u t ter or two. I -- I 

Regraded Unclassified



IIMJr: 

D: 

!D!Jr: 

D: 

HMJr: 

D: 

I!MJr: 

D: 

!D!Jr: 

D: 

HMJr: 

D: 

Hl!Jr: 

D: 

I!MJr: 

D: 

Hl·!Jr: 

- 2 -

tell you what I 1m a little bit worried about. 

Yeah. 

112 

Nothing we -- you and I can do about it 1hougb and that 
is that eo aany parties are laying down a prograa. 
A member ot my Co-.1 Uee night be tore last ude a 
epeeoh and layed down hie program. 

Yeah. 

And then Senator Harrison -- he made a apeeoh in the 
Chamber ot Commerce laying down hie program. 

Yeah. 

And it's-- it's a little embarrassing t o me . Ve start 
out, you know, possibly agreed; we ought to -- betore 
ve lay down a program, we ought to see it we oan' t all 
get together. 

Well , I agree with you. 

Yes. It we don 1t, they start out, you know-- we 
out divided right to begin with. 

Yeah. 

And I don't know what we can do. I vas very muoh -- I 
vas worri ed about it. 

Well, I'm worried about it too, but I'm doing t he beet 
I can at this end and •• ••• • 

How's t hat? 

I am doing the best I oan at t his end. 

Yea, I know that. 

And-- but I've got noth ing that I oan say that 's new 
at thl.e time, other than that I oan report progreu as 
tar as getting together with t he President . 

Well, t hat 's might tine. That's the essential thing 
ot all t o start with , you know. 

It ' s-- it 's absolutely essential. 
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Hl~Jr: 

D: 

El!Jr: 

D: 

ID!Jr: 

D: 

HJ.!Jr: 

D: 
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Yeah, absolutely. That•e --we can 't roll the wheel 
until we do that . 

No. 

And these parties laying down programs makes it that · 
much more d1tt1cult. 

That's right. 

And makes it more dittlcult tor us to go along togethsr 
after we atart. It we don 't start on the program -­
the same program t hat they are declaring tor nov -­
that they are proposing, why then ther are right in 
with the --what the7 sar will be quoted against what 
we are tryln~ to do. 

That's right. 

It ' s verr hateful to me, but I don't know what to do 
t o help 1t . 

All right , Well , I ap}:l'eciate your calling me . 

Well, I Just wanted to keep along with you. 

I see. 

And I'm glad to know that you're making progress and 
I -- I'm sure this i s going t o make some -- require 
soce concessions on all sides. 

Right. 

• 

And whatever is required we must Just adopt in order to 
get t ogether. 

That's right . 

Well, tine . 

o. K, 

Good bye. 
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HMJr: 
Jesee 
Jones: 

f!!.!Jr: 

J: 

HMJr: 

J : 

f!!.!Jr: 

J: 

ID·!Jr: 

J: 

HMJr: 

J: 

HUJr: 

J: 

m:Jr: 

J: 

f!!.!Jr: 

J: 

HMJr: 

J: 

HMJr: 

J: 

Hello. 

Hello, Ben17· 

Jesse , I ' ve got a oompla1nt. 

Have rout 

Yeah. 

What's that? 

11&7 5. 1939 
10:25 •••• 

Vell, didn' t you see the trenohes outside ot the Treasury 
where we've been d1ggill8' 

That vbat? 

We've got this trench where we ' re putting a rose garden. 

I didn't ses that . 

Well, they -- I understand you're spreading a story the. 
that's our tiret line ot defense against Nicaragua • . 

Good 1 Good I 

No, that wae Archie Lochhead coming in this morning, 
and that ' s his morning oontribution. 

Good. 

You didn't eee it. It ' s right outside. 

I'll -- I'll look at it -- I'll make a special trip. 

Well, t hat's our first line ot defense against 
Nicaragua. 

Good 1 I wanted to • ••• • 

I ' ve got to cheer you up these days, you're too serious . 

Yeah. Well , you did yesterday. 

All right. 

I vas eo dalln tired wben I got in to see you -- I bad 
been over there on the Rill and •• .• • 
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Vell, I vae -- well, I didn't like the wa7 TQU looke4, 
Jeeee. 

Vell, I wae avtull:r tired. I teel tired now, although 
the:r kept ae up at ~t Obaaber ot eo ... roe aeeting 
laet nl~t until eleven o'clock and that'• terrible 
tiresome. 

Well ••• •• • 

I vas between Harr7 B;rrd and Lamont Dupont at the 
table. 

Did 70u check your pocketbook. 

No, I drank a good deal ot 11quor. 

I eee. 

I was going to ask :rou ••••• 

Pleaee. 

•••••• - extend you a oord1al and belated invitation 
to you and Mrs. Morgenthau to go with Mrs. Jones and 
me t o the Derby meeti ng at six thirty tonight and get 
baok Sunda:r at ten thirty. 

Vell, that's terribly nioe, but unrortunatel:r -- let'• 
see ..... 

Think it over. 

'llell ••••• 

Oan't you' 

We're at the 'llhite Houee toglght. 

Oh, :rou aret 

Yeah, and we're at the White Houee 8unday tor lunch. 

I eee . 

Otherwise we have to teed oureelvee. 

Ieee. Vell, that'•· ·•••• 
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But ••. . • 

!bat's prettr good. 

Ir I had a little 1110re titlle to think about it, but I -­
I Just can't do it. 

Well, listen, 7ou •ve got all the time 7ou want . 

No , no. 

Because I've got the . tiokete and I've got the transpor­
tation. 

~tell , that' e terribly nice, but •• ••• 

And •• • .• 

• ••• • •• we've got t hese two tor~ things. 

Vell, I -- I can -- I can understand that. I d1dn 1 t 
know what the plane were. 

Yeah. 

T'b.ey • •• •• •. 

That's awtully nice, Jesse, but-- now listen ••.•• 

Yeah. 

• •••. I gave Johnny Hanes a oomm1seion to place a tive 
dollar bet t or me down there. 

Goodl Well don't • • • •.• 

And I -- and I ' m going to give you tive dollars. 

Well, don't do that. 

No' 

I'm atraid -- how about t hat, I'll place tive t or rou. 

You place tive tor me . 

All right. Now ••••• 

Yeah. 
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You • . •• • 

You thank Mrs. Jones . That's terribly nice or her. 
With t hese two formal dates we can't go . 

Well, I hadn 't known, Henry, until day before yesterday 
thnt it was definite that I oould go and so I'm going to 
- - I' m going to u.nload on the President ot t he Export­
Import Bank, and you're -- that would be Archie, wouldn 't 
it? 

Yeah. 

The -- and probably -- I thought I'd ask Sumner who he 
wanted, 1t' anybody. 

Yeah. 

To talk tomorrow with this gentleman. 

Yeah. • 
And then I told Warren that I'd see him anytime Sunday 
or Monday or whatever ••..•. 

O. K. 

Don't you t hink that's a good plan? 

Sure. 

I don't l~e having layed my plans to go to this affair 
to -- to tall out nov and disappoint Mrs. Jones. 

No. Well now, take oars ot yourself and I'll eee you 
when you get back. Nov put five dollars on t he noee 
tor me on eome horse . 

I ' ll do that. 

o. K. 

All right , Henry. 

Good bye. 

Good b ye. 
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Ma7 5. 1939. 
9111-5 A. M. 

Hr. Bell 
Mr. Loohheo.d 
Mr. Haas 
Mr. Seltzer 
Mr. Hadle7 

\Tell, Bell, what can 70u tell uat 

Can't tell you much or anything that you don't 
already know. Three hundred twenty-!ive million 
dollars plus or Home 01mero Loan bonds bearing 
a lt percent coupon, due on June 1. And we have 
had various suggestions !or refunding those. 
One-year note and a two-year note - one-year 
bond and two-year bond, beoauoe we can 1 t issue 
notes. And that would be to meet their principal 
repayments coming due in the next two years. 

Can ' t o!!er a notet 

tlo, their law is peculiar and says "bonds" so 
we call them bonds; but they have all the ear­
marks or a note. 

They'll get in during the next year something like 
a hundred !i!ty million dollars in cash, plus 
what they carry over. And the next year they'll 
get i n soaewhere between a hundred seventy-rive 
and two hundred million in cash. So the way they 
ought to be refunded is on a rorty and a sixty 
percent basis. Any man that's got a maturing note 
turns it in and gets in return rorty percent or 
the new is sue or the one-year note and sixty 
percent or the two-year note - 4oo dollars and 
600 doll ars on that besi s . 

~le have had vo.rious suggestions !or rates. Aubrey 
Lanaton suggests a quarter and a hal! - quarter 
!or the one year and a hal! !or the two years; 
that ' s very thin. Personally, I think three-eighths 
and !1ve-e1ghths are pretty good rates. The 
three-eighthe 1s probably still a little th1n, 
but the rive-eighths would be a little risk, so 
the two working together would just about even it 
out . 

I don 1 t know whether anybody else has any i deas. 
That leaves out the question or the call or the bond•· 
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Bell: 
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Bell: 
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\/ell, just now, let 1 s forget thnt. 

Jus t forget that. 

1/e •n go around the room. 1/hc.t do you (Hadley) 
think? 

:!9 

\/ell, those rates t i e in with the ones that I 1ve 
been figuring - three-eighths on a one-year and 
five-eighths on a tl.zo-year. And since you 1 re 
putting the ~~ issue~ out to exchange for the 
one that ' s coming due, your average premium vill 
be about g or 9/32n~s ; and the notes that are 
ooming due are selling ·on a rights value of about 
6/32nds at the present time, so that i t fits in 
with the market. 

George? 

I check ~~th that exactly. Here are t he figures 
ue made up on i t . The 31Sths and the 5/gths I 
put a circle around. 

Ye o, t hey seem like ample premiums. 

As Dan says on the 3/gths and 5/gths, they are a 
trifle rich, and I can ••• 

The 5/gths, you mean. 

Yes. But after all , I don ' t t h i nk you want to 
etart 1n cutting these iseuee on an HOLC i ssue. 
I mean I agree with you I 1d lilte to eee these 
premiums cut just slightly, but you're running 
on a short term here and I don ' t think it wuld 
be wise to tri m th1e particular issue down. 
You haven 1t got much choice . This has to be a 
quarter or 3/gthe. You can 't make a split 
coupon. 

How many days do you hnve to leave it open? 

\fell , I 1 d l eave it open two or three days. 

Three quarters of these things are held in 
hundred thousand dollar pieces. 

• 
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There are about 46 percent ot them held in a rev 
institutiono that Dudley Kille could figure out 
very readily. 

Vbat I 8 t!lat f 

120 

Du.dley Kille can figure out where about 46 percent 
ot them are in ten minutes • 

. lfhat ' e the tellow'a nallle up in New York? 

Allan Sproul. 

(On phone) Allan Sproul, pleue. 

What happened to that letter you wrote tor me to 
George Harrison on gold etat1et1oet 

There was one written and then yesterday Gaston 
wrote another - rewrote the letter and that cleared 
through my office yesterday afternoon. It passed 
through, but I don 't know 1! 1t 1s cleared all the 
way through yet. They put out their weekly figures 
this morning and it was rather interesting that 
those figures they gave out - the 202 million tor 
the week - when I looked at that I remembered 
seeing the advance copy ot the Department ot 
Commerce f i gures that callle to us yesterday, but 
they don't release their t1gurea until Kay 8. 

Incidentally, the market is very strong this morn­
ing, with Treasury issues about l/8th,~/32nds up 
the f irst halt hour. 

They claim they' re going through the root it the 
thing straightens out. 

Do you want to ask where that gold letter 1st We 
could do that while we're sitting here. 

(Lochhead goes out tor letter on gold etat1etioe) 

I see commodity tuturee keep going up, don't theyt 

Yes. 
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Are you watching coppert 

Yes. I'm gi ving you- may haTe it today or tomorrow­
a more confidential memorandua on the whole price 
situation. It you '•e got a minute, it you want me 
to, I could report on the Government-induced employ­
ment figures. I called up Stewart Rice. They ha•e 
not secured at this time the informati on. I 
cleared the letter with him. Be orrered you the 
services or his starr it you wanted them to help 
check the estimates when they come in. 

Fine. 

So the letters will be in ror your signature in 
just a little while. That should be very interest­
ing. 

The letter reads 1 By direction• t 

There is a sentence down at the bottom that - I 1ve 
f orgotten just the wording or it, but it says 
you are securing this information by direction or 
the Presi dent . I r you want to take that out • ••• 

Is that all right? I cleared it with him. 

It• s all right it it's a tact, yea, I think. 

I asked him 1t he 1d like me to get it tor him. 
He said, "Yes. • I s that all right, to use the vorde 
1by direotion•? 

I think so . 

(On phone) Hello. (Conversation with All an Sproul 
!ollowe: ) 
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ID!Jr: Hello. 

k7 5· 1939 
9155 a ••• 

122 

Operator: Mr. Sproul. Go ahead. 

HMJr: 
.Ulan 
Sproul: 

tn!Jr: 

8: 

HMJr: 

8 : 

IDIJr: 

8: 

HMJr: 

8: 

HMJr: 

S: 

HMJr: 

8: 

HMJr: 

S: 

I!HJr: 

S: 

l!HJr: 

Hello. 

Hello, Mr. Secretary. 

Hov are :rout 

Fine, hov are yout 

o. K. What's your preli minary pricing on these nev 
no teat 

Well, there are two possible -- well , I assume that you 
contend a one and two-year note. 

Well , that's what Bell tells me you want me to do. 

That looks like the t i cket, and probably rorty sixty 
allotment. 

That's - - yeah. 

Forty one-year and sixty two-year. 

'l'hat ' e right. 

I think that -- tvo prices to consider to do it at a 
quarter and a halt and to do it at three-ei ghths and 
t1ve-eighths. 

Yeah. Well , what do you th1nltt 

Well, I think you could do it at either one . 
• 

Yeah, but what do you want me what do you reoommendt 

Wall , it you're doing Just the three hundred million .. .. .. 

'l'hat 1 11 all. 

•• ••• • I'd do it at a quarter and a halt. 

You wouldt \fell now listen , what I don ' t 
'When you say -- vell, I ' m Just doing that 
trom what I ea1d yesterday the press made 

understand 
I thought 

1t clear 
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that on Mond&:r I was onl:r going to do the three 
hundred. 

!23 

Well , the preee repor ts up here vere tbat :rou kept an 
open mind on the tvo and three-quarters and Vbile - ­
I think the aarut•e reaction vae , well , that mona 
it on at leaet until June first. 

Yeah. 

There vas some little question aa to whether it might 
not still be open. 

Oh, I see. 

But I -- the general reaction vas that it moTed it on 
at least until June first. 

Well, I haven't gotten the feel of the market and I 
don't knov whether three-eighths or a quarter ia right 
or five-eighths or a halt. 

Well, it will go at either one-it you want it to be a 
a little generoue with the market it would be three­
eighths and five-eighths. If you want it to -- put it 
right on the market, it would be a quarter and a halt, 
and I t hink you -- on a one and two year note to -- ot 
th18 eort and at this time, that a quarter and a half 
would do. 

Tbe:r neTer eell them on a sixteenth baeie, do theyt 

No, I don't think the:r ' d -- vell , it oould be done, but 
they'd t h ink it vas ••••• • 

Sharp-shooting. 

Sharp-shooting, yeah. 

Well-- let'e think about it. Nov :rou eee, I-- I'm 
I -- around here the fellows are 11tt1ng around here 
and t he:r don't - - t he:r ' rs leaning towards the three­
eighths and five-eighths. 

Yeah. 

But supposing we-- there'• no use muoh m:r talking to 
you about it again untn to110rrow morning and then •• • • 

No, I think ve could see bow it goes toda:r and think 
about it. 
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Yeah. 

And have another talk tomorrow morning. 

Yeah. Nov, let me read you a l e•ter whi ch I have 
written to George Harrieon, seet 

Yeah. 

And it you want a stenographer to take i t down after­
wards, somebody else can read it to a etenographer, 
eeet 

All right. 

But I-- this-- I don ' t like to do these th1nge unless I sort or warn you tlrst. Th.ls ie the let ter I ' ve 
written: 
1 Dear George: 

I noticed in the Tueeday morning New York papere 
the first announcement ot your new eyetem or report ing gold receipts, and Archie Lochhead telle me that Knoke 
talked to him about it over the telephone on Thursday 
ot last week and vas advised to diseuse it with Gaston. 
The result vas a letter !roo Roslse • • • •• 

Yeah. 

• •••••• to Gaston, dated Sa turday, which vas an outli ne ot your decision and the reasons tor it. It cams to 
Gaston's attent ion and to m.lne after your Monday's 
announcement had been made . 

1 I t seeme to me, frankly , that this is the sort or 
thi ng that calla tor someWhat f uller consultation V1th 
us i n advance ot deoi eion and action on your part. I t 
is, t o say the l east, a matter of mutual concern. 

"Your objective of eliminati ng oontusion with respect 
to figures on gold movements is one with which I agree, but I am not sure that your new policy moves in that 
dir ection. Ve nov have unreconciled informati on comi ng 
f rom three or more di fferent sources other than t he Tr easury. 

1 I think we need to get together and I should like to talk the mat ter over with you.• 
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Yeah, 

Now I'm not - - I'm not muoh on theae letter-vritere. 
I'd muoh rather talk th1nge over than to, 10u know, 
eort or -- eo -- are 10u familiar with thiet 

Yeah. 

Yell now, would 10u -- have 10u any obJection to my 
writing th1e letter, or would 10u rather do it all 
verbally! 

I don't eee &nT obJection to writing it. 

Yell then, supposing I -- I'll write it and let ' s get 
together on this thing because, , ••• 

In other words, 1t just leads up to a d1soussion or it 
and that's what you want. 

That's all. I mean, I want to give you the ohanoe to 
ea1, well, you'd rather not receive 1t. 

Well, I don't see an1 obJection to your writing it. 

o. K. And then let's gat together on 1t before these 
figures oome out again, huh? 

All right. 

Because the1•ve got them nov-- I mean, t here ' s ao aan1 
places that I don't eee how a f ellow follows them. 

Well , they have trouble following them. They're all 
over the lot. 

Yeah. I think we ought to have a meeting with 10u 
people and with the Co mm e roe people and ourselves, 
and the r e 4. here in Vaehington and -- and eetabl11h 
a polio1. 

I think ! t would be a good idea. 

Yeah. Well , will 10u mention 1t t o Oeorgat 

Yea, I will. 

And then i t 10u1 ll tall with Bell during the day, and 
eometime between eleven and twelve Va&bington time 
t omorrow, I'll tal II: to 10u ~gal n. 
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.Ul r1.ght. I'll -- I'll talk to Du 4ur1ng the 4&:r 
and then talk to :rou toaorrov 110rn1ng. 

And -- 1f you have a obanoe -- I hear tlie bond aarltet 
11 atrong. 

Well , it'a up a little. It'e not very active. 

And ••••• • 

Two t o '•.,. e n high until laat night and ••••• 

But now the mechan1oa are all taken oare of, I talte 1t. 

Yeah. 

Well thanks very muob. 

All right. 

Good bye. 

I 'll talk to you tomorrow. 
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(Lochhead and Gaston came 1n during conversa-
tion with Sproul) 

That ' s all tor me, huht I 1ll get this mailed. 

Yes. 
Mr. Secretary, on that quarter there is a l oss of 
interest trom the figures of about 2/32nds, and 
that Just about takes up the premi um that would 
be on the bonds also. 

Premi ums' 

There is a 2/32nds - he f i gures that the quarter 
one would sell at 2/32nde premium. That ' s about 
what they'll lose in interest. 

You think it 1 s pretty close . 

I think 1t 1 s pretty close. 

On that premium or about 2 or 3/32nds. 

I think it will go. No doubt of it goi ng. 

I 1ll tell you why they're reaching this deci sion: 
because a few banks around New York have bought 
these tor money bonds ; i n other words, they JUst 
want their stuff - money in liquid stutt. 

2/32nds - you can ' t do it on that basis. 

I wuldn 't . 
With the situation the way 1t 1s now 1n the world, 
you don 1 t know any minute what ' s going to pop next. 
1/hat? 

I certainly would feel safer with a 3/Sths. 

Ot course , I know 1dth only 300 m1ll1on anything 
will go , they are Just so tightened up. And if this 
vera a Government, 1f 1t were ai~Treasury note, 
I think it would be something to g1 ve them; but it '• 
an agency bond. It 1 s tully guaranteed, but sti ll 
an agency bond can ' t be quit e as close. 
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I think maybe HOLC would like to have the quarter 
and t he halt. Maybe that has something to do with 
it. 

No , I don't think eo. You see, the Childs letter­
and Aubrey Lanston teela the same way: you ought 
to hit these rights values right now. 

This particular i ssue doesn 't have much ot a rights 
value - 6/J2nds. 

128 

I don't think it ' s a good i ssue to start on. 
agree in principle about trying to trim these 
But whPre are you going to start on it7 

I 
rights. 

They agree in New York that they're making a dis­
tincti on between Treasury bonda and the HOLC bonds, 
because aome ot the lawyers in the banks ma1nte.1n 
there 1s still a question ot the constitutionality 
ot it, even though it's operated tor five years. 
They have some doubts about it. 

Last RFO stutt you sold 1-188 one-year, l·lasn ' t it? 

tlo, two-years, 141. 

7/gths. 

7 jgths was all. 

I'd draw up the telegrams on J/gths and 5/gths and 
see what happens bet11een now and tomorrow. But how 
much margin does that give us? 

Gives an average ot about g/J2nds. 

That' s cheap money. 

That's good tor short-time stutt. 

The November 14le • • •• 

On this very short stutt that would give room tor 
quite a drop in the market. 

Uhstt 
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l!/32nda gives leeva7 to take a substantial drop in 
the market . 

That's plentJ. I 'm not arguing tor more, but I 
question the quarter and halt. 

That's too th1n. 

You could put a little premium on it , but 1t would 
be very small. 

You mean sell it at a premium. 

129 

I don ' t think JOU want to take a chance ot l!;etti~ 
the market sour on HOLC stutt, HOLC retund1ng. You've 
still got some .. ore to do. I 1d ::-ather sweeten it a 
bit. 

I would too. 

Ot course, as they say, next time with the 900, putting 
out the longer bond, there 's going to be more ot a 
margin, bigger premium, anyway, and you ' ll have more 
ot a chance to out in there; but this is such a narrow 
margin to out into. Cut between a quarter and 3/l!tha -
you can't work in between that. It 1 s a small premium 
anyway, awtully d1tticult one to cut. You have to 
go to one extreme or the other. 

0 . I . t 

Yes. 
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Hl~Jr: 
Senator 
Killer: 

HMJr: 

M: 

HMJr: 

M: 

Hl!Jr: 

lol: 

HMJr: 

M: 

HMJr: 

M: 

HMJr: 

M: 

Hl~Jr: 

K: 

HJ.!Jr: 

K: 

HMJr: 

~~~ 

Henr:r Morgenthau, Jr. 

Yee, air, Kr. Secretar;r. 

Hov are yout 

All right, tine. Hov are :rout 

Xa:r 5. 1939 
2: 19 p.a. 

I'm tine. Senator, do :rou suppose it would be con­
venient, possibly, it you'd drop b;r the Treasur:r on 
:rour way someti me up on the Hill. I'd like to talk 
about that Stabilization rund Bill . 

Yes, I t hink I could do that . 

Hov about Monday morn1ng1 

I think that would be all right. 

Is • • ••• • 

What time do you get dovn tberet 

Well , I ge t down prett:r early, but - - ten o ' clock --
I mean, I like to-- I do my •••••• 

About ten o ' clock. 

I mean, I'm dovn here about a quarter or nine, but I -­
I have a regular ceeting ever:r morning v1th the Treaeur:r 
Board, but I'm thro\18h by ten. 

Well, I tell :rou what :rou oould do. Let me make thU 
suggestion. You have one ot the girls in t he ottice 

call me then Monday morning about nine thirty. 

Call :rout 

Yeah. 

Vhere -- at your houset 

No , at t he cttice. 

At the otti cet 

Yeah. I -- I ' m like you -- I ' m a country man -- I get 
up. 
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.:32 

That ' • u . 

Yeah. 

I -- I try to get ay work done before I start seeing 
people . 

Absolutely. 

Well then, I'll gi ve you a ring around nine thirty. 

That'll be all right. 

Thank you eo muoh. 

Good bye . 

Good bye. 

Regraded Unclassified



ID!Jr: Bello. 

Operator: Ambassador Kennedy. 

HJ.!Jr: Thank you. 

o: Go ahead. 

FIJ.tJr: Hel.lo. 
Joseph 
Kennedy: Hello, Henry. 

HMJr: Hel.lo , Joe. 

lt: How are yout 

IIMJr: I'm tine. 

IC: That • a good. 

Jfa1 5. 1939 
2:35 p.a. 

IDtJr: I see you served Virginia ham and ehadroe. 

IC: Well , well, well. 

Hl~Jr: .n .., a .1 1n tlw paper. 

lt: I d1d whatt 

HMJ'r: That you served Virginia ham and ahadroe. 

It: That ' s right, •:r boy. 

HKJr: It sounded very good. 

It: Well, we gave thea an Amerioan dinner. 

~Jr: Well, the:r had a n1oe picture or you in the paper. 

Did the;rt Well , that ' s tine, Henr:r. 

133 

Joe, I've got a ret unding on Mon~ tor Home OWner s' 
Loan at three hundred and twenty-tive million dollar•. 

JC: 

HMJr: 

Yes. 

And I wondered it :rou • d tell ae hoY tlnags loolt tor 
the next tour or t1ve da;re. 
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K: 
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K: 

HJ.!Jr: 

K: 

HJ.!Jr: 

X: 

I!MJr: 

K: 

I!MJr: 
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Well; I don't see any trouble yet , Henry. 

You don• tt 

:!34 

Ro, I don ' t . I mean, everybody here hae talked about 
it and everything -- every possibility is here for 
diffioul ty. 

Yeah. 

But I don ' t-- I don't see anythi ng yet and the most of 
it will be vi thdrawn. 

Yeah. 
• I don• t see anything -- after all, the only thing that 

could afteot your market would be a declaration of war. 

That's right. 

And t here ' s no eigne of that ;ret. I don't think. this 
fellow is silly enough, ae speeches go -- 1t 
was rather an agreeable sort of a thi ng and I - ­
the fellow wants t o "0 a s t t be die and declare war 
why there won ' t be any trouble and I don't think that 
that that is quite ripe yet. There's no indication 
that that's true. 

I aee. 

And I would Ulink that for the time -- certainl y for a 
while , and I would think that if we used 

or oouree, I ' m one of t hese suckers 
that stil l believes that there ' s no hope in either of 
theae . methoda. 

You ' re still What? 

-I'm still one or these suckers that still believes that 
you can't - - that you're not goi ng to settle thie t hing 
for any eatiefaotion by spending a lot or money or 
getting into a war. I think you ' ve got to cake a deal 
soaevhere. 

I see. 

And I -- that•e What I t hink i t Will eventually come to. 

Uh-huh. 
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But i n the meanti me, I don ' t think you ' ve got any 
t r ouble , Henry. 

135 

Well , I-- ae I say, it's juet t hat-- well , I 'd l i ke 
to look ahead tor one week. • 

Yeah, well, I -- I would eay that you were pert eotly 
sate, Henry. I mean t hat -- one ot tboee things that 
would have to oome as a - - a olear bolt out ot the sky 
that be va s going to maroh on Dan~ig t omorrow. 

Yeah. 

And I don't think he has any intention ot that . 

Uh-huh. Everybody over here is trying t o guess what 
vby they removed Litvinott. 

Vell, we ' re sti ll trying to guess it over here. Nobody 
knows about it. 'I Just talked with a man who t lew in 
trom Germany to see me t onigbt. 

Yeah . 

And the only thing t hat t here - - t hat there ie the 
slight est feeling about is that it this fellow oan't 
make any headway that -- that it wouldn't be a t errible 
thi ng to try and do some business with Russia wi th 
Litv1nott out ot the way. 

I see. 

But, I mean, nobody oan give you any opi nion t hat ' s 
worth a damn, Henry. 

Uh- huh. Woll • •••• . 

I mean , everybody is at sixes and sevens and they're all 
gabbing a lot and t here ' s less information around than 
anything we oan shake a stick at. I !!lean, anytime they 
think t hat Ambassadors know anything, they're ora~y. 

Yell, I - - there was no information on this side ot the 
water, so I thought I might get some trom you. 

No , I thi nk you ' r e all right, Henry, agai n . I don't 
t hi nk you ' re going to have i t. I think we ' re -- t hey're 
sti ll going to talk about this and t hen 1t t hey oan bol d 
it ot t a litt le whi le longer maybe some day they ' ll get 
down and tix it up. 
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HMJr: 

It: 

HMJr: 

. Jt: 

Hl>!Jr: 

It: 

136 
- .. -

All rlght, Joe. When are :rou oolling OYel1 

Oh, I don't !mow, Henr7. I Yiah to God I oould ooae 
home aD7 t1Jie. 'l'hie 1e not t he pleaeantest plaoe 1D 
the world to be all the t1ae. 

Well, g1Te my regards to :rour Miesue. 

Thank you, and the same to yours, Henry • 

o. IC, 

Good luolt I 
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HMJr: Hello. 

May 5. 1939 
2: 42 p. m. 

Operator: Hr. lrook. Oo ahead. 

HMJr: 
Arthur 
Xrook: 

m~Jr: 

K: 

Hl>!Jr: 

K: 

HMJr: 

K: 

HMJr: 

!C: 

HMJr: 

!C: 

HMJr: 

Hello. 

Hello, Henry. 

Yes, I Just talked to a friend of yours. 

I didn't know I had very many. 

Well, hie name is !Cennedy. 

Oh, yes. I thought I wanted to tell you something that 
I don't think you know much about. Maybe you do, but 
it you don ' t you should. Sometime ago Johnny Hanes, on 
his own, undertook a trip to New York, and I want to say 
that the results or that have been one hundred per cent, 
auccessful. 

Well • ••••• 

I don ' t know whether in the mea.ntime he has told you 
what he did. 

He did not, no. 

But he took up -- he took up a matter or getting certain 
attention to the facts about your record and other t hings 
and I Just wanted to tell you t hat they-- they ' ve been 
a hundr'd per cent successful , and when t he 1 Ti mes1 

maga~ine piece comes out it will be a hundred and fifty 
per cent. 

Really I Well, I 1 m awfully glad he -- no, he told me he 
vas going up, and all he said vas, "Will you trust me•t 
And I said, "Well, yes .• And he has never told me what 
he did. 

Well, I Just -- I heard that he told you that he wouldn' t 
eQla.ln what it was but that you were to trust him. I 
Just want to say to you that I happen to know - - one 
hundred per oent successful. 

Well , that's-- that's very nice. 
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I: 

HMJr: 

K: 

HMJr: 

K: 

ID!Jr: 

I: 

HMJr: 

K: 

ID!Jr: 

[; 

m~Jr: 

K: 

ID!Jr: 

K: 

ID!Jr: 

XI 

ID!Jr: 

It: 

HM.Jr: 

- 2-

'fou -- u 1U7 han noUoe«. 

Well, I han notloe4. 

138 

Yea. Well, ,..., there were -- oerta1111J were a oouple 
ot --there were a oouple ot •••••• 

Editorial e. 

A oouple ot pieoes you abould baYe not1oe4. 

Ve17 dst1n1 tel:r. 

And th1a other thing ia tbe -- thia p1eoe ot Oatledge'a 
11 the t1nal result ot it . 

Well, I appreciate your •••••• 

All right, I Just wanted you to know. 

fbank :you, 

What does Joe eaf' -- about the situation oYer there. 

He -- be -- well, what I vae tr:ying -- you've got me on 
the spot now. 

Well, I won't 
then. I Just 
about .•••• 

I. • • • . . 

I'll v1tbdrav the queetlon 
thought be might have ea1d something 

•••••• about war, that 1 1 all . 

Well, do :rou mind 1t •••••• 

No, I don 1 t mind :rour not annerlng. 

!bank you. 

All right, 

Good bye, 
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Operator: Go ahead. 

~~Jr: Hello . 
Bill 
Bullitt: Hello, Henry. 

HMJr: How are you? 

B: Fine I 

HJ.!Jr: Bill , I have a f1nano1ng on Monday. 

B: Yee. 

May 5. 1939 
2:50 p. m. 

m4Jr: And before making the terms , whioh I do tomorrow, I want 
to ohsolt w1 th you how you thought the next tour or five 
days looked -- 1f you wanted to make a guess. 

8 : Well, Henry, 1! you mean an outbreak of war ••• • • 

HHJr: Yeah. 

B: 

~-!Jr : 

B: 

mrJr: 

B: 

B: 

Hl~Jr: 

B: 

El-!Jr: 

B: 

• ••..• I do not believe there will be one. 

Yes. 

But I believe that the next few days will be days of 
extreme pessimism. 

Yes. 

That's my ovn view. 

Well, I mean, to atteot us 1t would have to be a declara­
tion of war. 

Well , I do not expeot that. 

You don't? 

No , I do not. 

I see. 

I do not expeot that , but I expeot extreme pessimism. 
When I say 'extreme', I mean 1t. 
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!D(Jr: 

B: 

HKJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HY.Jr: 

B: 

m~Jr: 

B: 

BMJr: 

B: 

HHJr: 

B: 

I!)!Jr: 

B: 

l!l!Jr: 

B: 

HMJr: 

B: 

I!)!Jr: 

140 
- 2 -

I .. e. Well, I Juet wanted to get What you oould g1ve ... 
Yea. 

And - beoau .. I have to pr1oe 1t to_,:rrov, 8atll1"d&)', 
and offer 1 t Monday, and 1t etaya open tor three days. 

Yea. Well, on the other hand, I don't know how auob 
peaa11111aa •• •nate would atteot ·~ auoh thlng. 

No. 

K an 1 t e a t at 1 o n e llllght be a turther tllght ot 
money 1nto the Unlted States. 

Well, that wouldn't atteot thla t1nano1ng. 

Yea -- hellot 

Well, you've g1ven me what I want. I mean ••••• 

Yea. 

And I'll go ahead and do the beet I oan. 

D1d you have a oonveraat1on v1th a aut ua 1 
ot ourat 

On thle a1det 

'feah. 

You mean the tellov that vas here before? 

Yeah. 

Ro, I have not, He haen't aeked to see ae. 

o. lt. 

Hellot 

Oh, tlne 1 

Do I-- do I-- I mean •••••• 

tr1end 
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B: 

HMJr: 

B: 

HMJr: 

B: 

I!MJr: 

B: 

HMJr: 

B: 

141 
- 3-

llo, I Juet d14D't lulov that. I ~dJI't lmov whether :rou 
had had one or not. 

You mean-- 7ou mean a aan that •••• •• 

Yea, 7es, I mean that. Ve understand each other perteot. 

Righto I No, he hasn't been 1n to see me . 

Fine. 

o. x. 
Good bye, Henry. 

CJood b7eo 

Good luck. 
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11&7 5, lNt 

~ocla1 D,Jr oallecl lD llr. &ibbcm•, llr .... JDold• 
al10 being pr-uent, Mel 1netl'llote4 hl• to turn ewer the 
lokol •atter to let role;r and to lloRe;raold• to handle, 
beoau1e 1t 11 a oaee whloh need• a law;rer and be 41d 
not want Gibbon• to hMClle lt on the R111 or to take 
anyfurther part1 
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Present : 

H.H. J r : 

\/hite : 

Blough: 

1/hlte : 

H.l4.Jr: 

Durtield: 

H. M.J r l 

Wh1 te: 

H. M.Jr : 

Duffield: 

l'lh1te : 

!!. l4.Jr: 

1/hlte : 

Blough: 

llh.1te : 

H. M. Jr: 

Mr. Gast on 
Mrs. ~lot:r; 
Mr. Whlte 
Mr. Blough 
Mr. Duffi eld 

, :43 
Ma;r 5. 1939· 
2 :45 P. M. 

• • . .• makes tor a better and not a worse distribu­
tion of t ax burdens • • • . • Is t hat what the Presi­
dent said? 

I don 1 t think that waa altered. 

You wanted a •more equitable distribution• put in. 
I think that 1 s the change he wanted made. 

Th!>t was already done on the bottom or the first 
page . 

Where did you get •a better and not a worse • ? 

That ue.s 1n the first draft. 

Oh, was 1t ? 

The change he made wee 1n the l ast line of the first 
page. 

You don 1 t say anything about our tAking his sugges­
t i on about .. . • 

I t ' s on the next page. 

It's on the next page. I think it had better be 
out, though, because when you get to 1t, you ' ll 
see 1t 1an 1t so startling. 

• ••.. expenditures tor past vara• - past ttars? 

J ust on the debt. 

And veterans. 

Veterans . 

What's the mat ter' 
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lih1te : 

H. H.Jr: 

llhite: 

H.H.Jr: 

Duffield: 

Iilli t e : 

H. M.Jr: 

lfh1te : 

H.U.Jr: 

Gast on: 

H. M.Jr: 

- 2 -

Danny Bell gave that figure, about 51 peroent , 
but it doesn 't seem so ver, startling. I think 
there 1B a more apectaoular way of eay1ng that 
as an alternative, when you get to that. Instead 
of relating it to deficita, I think this phra .. , 
1 In this connection, it ia interesting to note 
that already the expenditures for past vara and 
national defense ~e equal to a fourth of our 
expenditures this year,• ie better; that relates 
it to expenditures rather than to deficits. This 
makes the deficits seem Bither enormous or the 
expenditures small . But if you relate it to total 
expenditures, then it does take a very sizable 
slice out of it; i t amounts to a fourth. That 
\~uld be a way of meeting the President 's desire. 

Well , he originally said 25 percent; that vas his 
guess. 

I thought he said "of the deficit.• 

11ell, he did use the l!Ord "detici t, • but he said 25 peroent . 

Instead ot 25 percent, 50 percent. 

50 percent of the deficit. It either makes the 
deficit look enormous or the expenditures small. 

• ••.• it is interesting to note that expenditures 
for past ware and national defense are equal to 25 percent • •.• • 

• .. .. ot total expenditures•- • .... are already equal 
to 25 percent of expenditures tor this fiscal yoar.• 

\fell, we 1 re here talking about the - on the other 
page it' s expenditures, not deficits. 

I think that's much better, the vay Harry suggests. 
I do too. 

(H.M.Jr. read.a silently for brief period) 

Bottorn or page 4- • . . .. as one Joint Committee on 
Fiscal Policy• - ia that the vay the President put itt 

144 
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Du:!'t'lcld: 

H. H.Jr: 

Duffield : 

H. l!. J r : 

Y.lotz: 

P. . :!.J"r : 

Klot:r; : 

Duffi el d : 

·.lhlte : 

Duffi eld : 

, . 5 
-·> 

- 3 -

':'hnt ' e the vay i t 11ae in the previous draft. 

\Ins it? You di dn 1 t chl\nge it ? 

I gu"BB ue changed "a " to "one ." 

That 1 a a.ll ri£¥lt . 

• . . .• each session as one Joint Committee •.. • • 
All you di d ..•• 

"If, for ins tance, ...• • 

"If, for inst ance, the ilnys and :teens and Appro­
priations Co~tteea •• • • • 

"If , for instance, the ilays and Heans and Appr o­
priati ons Committees of this House and the Finance 
and Appropri ations Committees of the .s enate could 
meet each session as one Joint Co mmi ttee on ~isoa.l 
Policy , to consi der the over-all aspec ts of t he 
oxpenc.'J 1 ture and revenue progriUil , •.•• 11 

"'hat ' s all right. 

l!e SAid 11 simplification would. l'esul t. " ;;e thou5ht 
that ;1as sort of anti-climactic . 

Very tiUile - makin~ a lot of it if it merely ends 
in £impl1ficat1on . lie t housht socethlng stronger 
1·ns needed. You can say • simplification and 
create.- effecti veness• if ~·ou wnnt t o use t::Je anne 
t·orJ !to <!1d. 

I' d use the word "sicolific~tion and • .• • • 

I di dn ' t notice •one Jo\nt Co mmittee.• Should i t 
be "one " instead of "a"? 

I thought so; otherwise they would think of a Joint 
Commit t ee in each House instead of a Joint Comoittee 
for t he t~~ Houses . 

Docs it sound all ri0ht on oage 5? 

':'b1R 1s certainly not l i ke the President had i t . 
This one sentence - 1 by pro·i d1ng tor a· preliminary 
l et:1slative C'ODsJ.deration •••• • - yes, I 1 'U t-rong. 

• 
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H,M,Jr: 

Dutt1eldl 

not~: 

H.M.Jr: 

Ilotr.: 

H.M.Jr: 

Blough: 

H.M,Jr: 

Blough: 

H.M.Jr: 

Duttield: 

Blough: 

H.M.Jr: 

Blough: 

H. M.Jr : 

Blough: 

- 4 -

Is it all rightt I 111 read it through onoe and 
ve can go back over it aga111. 

We had 1ome trouble v1 th that one, but we think it '• 
the way he meant it. 

They've changed this a little. You 've changed it. 

What are al.l these pencil marks all through heret 

I guess they ma4e typographical errors. 

On page 7, number 1- • •••• and to maintain the 
current rates ot those taxes which would otherwise 
be reduced in June•t 

Yes. 

Why reducedt 

Stock transfer tax and one or two others were 
scheduled tor a reduction snd not tor an abandon-

ment. 

Who scheduled them tor reduotiont 

They were increased as an emergency measure and 
the emergency increase has been discontinued. Isn't 
that J:ightt 

Substantially. It dates back in the same category 
as these others. This language 1e taken right out 
ot the budget message . 

Oh, I eee. 

4- I•ve definitely done the oil and gas welll. 
Have you cheoked thatt 

1937 vas the last time it vae det!Ditely done. 

Are there others ve have pointed out vhlch are lUI 
glaring as this, which the7 haT en' t donet 

Not as glaring as thia, but there ~ others. 
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Du!tield: 

Blough: 

H. K. Jr : 

Du!!ield: 

H.l-!.Jr: 

Blough: 

H.l4.Jr: 

Blough : 

H. M. Jr : 

BloUGh: 

1'/hi te 1 

Community property. 

I 1d have to check. 

Community propertyt 

5 -

Community property 1B one o! them. 

Why would.n 1 t you put community property 1nt 

Well, we o! couree have a number of pointe that we 
might pick out and put in. 

liell, I guess we won't add any. 

Either that or eliminate this one. 

No . 

Now, I'd like to call attention to the middle of 
page S. We ' ve lett the President ' s language 
because we oouldn 1 t figure out what he meant, and 
we 'd like to go back to it, i! we can !ind out what 
he meant. 

1/hat are you referring to? 

The paragraph 'It seems •• •• • 

'It seems physically impos sible •• • • • 

He said 'fiscally impossible. • 

I t must be 0phyeically.• 

That could be very well "physically. • 

I think it 1s better "fiscally,• even though it 
makes a little better sense as "physically.• With 
"fiscally' t hey won't be sure what ie'meant. 

He meant physically impossible on account of time. 

Oh well •••• 

That's tho lray it is. 

That ' s the way we made 1t. 
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H.l4. J r : 

Blough: 

H.l·I.Jr : 

Blough: 

H. M.Jr : 

~'lh1 te : 

:48 

- 6 -

Yes. I mean trom what be said • ••.. 

lie thought he meant physicall:y impossible. 

Do you t hink it ' s a mistake to say eo? 

I don ' t think i t 1 s physically impossi ble. It i s , 
physically impossible it they ' re going to adjourn 
the tirs t ot J uly or the tirot ot August; it 1 e 
not physically impossi bl e it they ' re gping to 
s t ay on. 

'./ell, vhy not say t his? This is what he said. 
"It seems physi cally i .mpoee1ble at this session 
ot Congress to undertake any comprehensive re­

organization ot the tax structure unless Congress 
i s willinG to stay suttioiently long to do it . 

Oh , I see , you've changed t his trom the last time. 
~ didn't notice that . 

Oh yes. 

Whl.te : Oh. 

H. H. J r : 

H. J r : 

I made a change to make it do what I thought the 
Presi dent wanted to do . Now, it I made a mistake • .•• 

ilhat h e had 1n mind - he enid to me 1t the:y wanted 
to do this they' d have to stay here until next 
llovel!lber. 

liell then, :your addition to the t iret sentence woul d 
be all right, because we already have taken liberties 
wi th what the Presi dent sai d . He joined those two 
sentences up. 

I don ' t get the point you' re arguing, Harry; do you 
want to leave it outt 

No, I think "phyeioally" is the wa:y- i t ' s all right 
the way it is. I' m awfully sorry- I didn't know 
they h ad changed that; that' s a last minute change; 
"physically" is all right as is . 

\/ell, here ' s what :you could put in: •It seems 
physically impossible at this late date tor this 
aeasion ot Congress •• •• • 
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llhite: 

H. H. J r : 

Out field : 

H. l4. Jr: 

Gast on: 

Blough: 

H, l( . J r : 

Gast on: 

H. H. J r : 

• J.!,Jr: 

- 1 -

Uh- huh. 

That makes sense, doesn ' t itt 

Yee. 

"I t seems physically i mpossible at this late date 
tor thi s session ot Congress to undertake any • .•• • 
don't you think that ' s all right , Herbert t 

Yea. I would prefer it it it simply read 1 I t seems 
impracticable to undertake any comprehensi ve re­
examining ot the tax laws at thie sessi on.• 

I 'WOuld like that better. 

I think that 1 e better too. 

Yes, it isn ' t impossible. 

No- "impracticable.• That's better yet . lluoh 
better. 

That's better. 

That ' s better. 

Yea . 

I just don ' t like very well reporting on the pros 
and cone ot certain features or the corporate taxes 
and t he personal income tax. 

How tiOuld you do thatt That' a the PresideiC'os own .... 

I know it . 

I know it. 

What you ' re doi ng is d1souaaing certain suggestions 
with respect to amendments ot the corporat e and 
individual tax structure • 

\'/hat would you aayt 

~49 

• ••• • that I discuss certain suggest ions tor amendments 
ot the .... • 
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H.M.J r : 

Gaston: 

11h1te: 

H.M.J r : 

Gaston : 

H.I~.Jr: 

Blough : 

Gaston : 

Blough: 

Gaston : 

H. M.Jr: 

Ou:!'tield: 

H.H.Jr: 

Blough: 

H.M.Jr: 

- 8 -

Well, he won ' t do that. 

You ' re discussing, not euggesting them or recom­
mending them. 

Discussi on probably involves some recommendation. 

This is Just what he wants. Do you thi nk it makes 
me ridiculous' 

1fell, I Just don 1 t like it. 

I don ' t i1k& it ei ther. 

I ' m extremely Ullhappy to think o:!' you going down 
there, taking t hese :!'1ve things , and g1.ving pros 
and cons i n a very sketchy way. I Just don ' t like 
it. 

I :!'eel more gloomy about it attar looking at this 
than atter discussing it the other day. Probably 
it was in my mind t hat we could be a l i ttle more 
elastic. 

Ot course , I have a soluti on, but the sol ution would 
probably not please the President. The solution 
is Just to say, "l~ow, there have been many suggestions 
made, and i :!' you want us to we ' ll be glad to di e-
cuss the pros and cons and g1.ve you 1n:!'ormation about 
t hem,• and pass on. Simply Jump over that section. 

Yes. 

Jump over what sectiont 

The details o:!' net loss carryover and all the rest 
ot that. 

You mean not mention it at all t 

Hy suggestion - I have i t wri t ten out here - may be 
very bad , but at least it ' s a possibili ty. I t 
would start a:!'ter the mi ddle ot page 8. 

(H. M. Jr. reads dra:!'t submitted by Bl ough) 

No, you can' t - this 1a all you would do beret 

I 

Regraded Unclassified



• 
Blough I 

H. M. J r : 

Blough: 

H. M. J r : 

1/hite : 

Blough: 

H.l!.J r : 

11h1 te : 

H. M.J r: 

llhite: 

Duttleld: 

Blough: 

H . l~.Jr : 

- 9 -

That ' s r i ght . From now on this is all I'd do. 

What would you skip' 

Well, I' d skip the t1ve pointe 1n the disouu1on 

151 

ot pros and cons. You mi ght mention the t1ve pointe, 
although I gather that that might not be desirable 
1t you didn 1 t diseuse the·m. 

The reasons arc these. It you give us a tew more 
dnye , we can do a much better Job on pros and cone. 
But 1n any event you put yourself 1n a position ot 
a sort ot double debating society - 1 tlow, on the 
one hand, here i s this; on the other hand, here is 
this. Ot course, I don't have time to give it to 
you i n enough detail to make any particular sense, 
but anyway, here a re the cain argucente .• I just 
don 't think i t ' s a very desirable met hod or approach 
to Congress. I may be all wrong and I si mply make 1 that as a suggestion. 

I t isn't a question ot an approach to Congress . Let 
me see 1·1hat you 1ve done. Let me see how you hnve it . 

I have another alternative as an introduction to 
that which may avo i d some ot that d1ttioulty. 

Maybe you ' d like to go att er the rest ot t he pros 
and cone t1ret . 

No, l e t ' s see what you ' ve got. 

I would certainly be opposed to l eavi ng that stutt 
out myself. 

\'/here was I - on g, ltaen ' t I' 

Beginni ng with 10. 

He ' s on S. 

"However, i t has been suggested to me by the Chair-
man • ••• • 

I see . 

Inci dentally, when I talked to the Speaker ot the 
Houee this morning he sa i d t he only thing he 1 e got -

• 
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White : 

H.M.Jr: 

Gast on : 

ilhite : 

H. l·!.Jr : 

Bl ough: 

H, M,Jr: 

Blough: 

H. l4.Jr: 

Klotz : 

H,H, J r : 

Klotz: 

White : 

Dufr1eld: 

llh1te: 

H. U.Jrl 

- 10 -

1 r: 2 -~ 

the only principle he has on taxes, the tax program, 
i s that we mustn't loee any revenue. He says t he 
rest he leaves up to the Chairman of Ways and Means. 

How would it sound, instead of •pros and cone ,• to 
give the •arguments for and against•t 

I think it ' s a little better. But I think it's 
probabl y better to say •merely to oomment on bri efly.• 

Just make a note - " the arguments for and agai nst. • 
Put that down. llhat I'm afraid ot is that they' r e 
going to call this the •pros and cons• and call it 
the •con plan.• 

Yea, I 1m afraid of that too, because that ' s repeated 
to the point of s ticking out like a sore t humb. 

I think the difficulty i s the language one; Jus t a 
question of phraseology of those points. 

"Arguments for and against . • 

That ' s better. 

J ust put that down . 

I t's down. 

You (I1otz) don ' t like the •arguments for and agains t•? 

I think I like Harry ' e better. 

\fhs.t ' s that! 

•comment.~ 

•comment briefly. • 

Why not vary themt \fe ' ve got tour or f i ve. 

Four or fi ve places . Use one i n one place, one in 
another place. 

I'm not going to say •pros and con s• five times. 
They ' re going to say, •t4Qrgent hau has got a con plan. • 
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I t's not very digni f i ed to aay. 

What t 

!53 

Besides all that, I ear, it 1 s not verr dignifi ed. 

TC!a was a little deliberate, I might say, beoauee 
we didn 1 t like •pros and cons• and it 1!18.de it, I 
t hink, pcrreotly clear how bad it could seem ir you 
said i t so many times . 

Well, I've been bothered about t his ror some time -
I mean ainoe he made it . 

You see, to avoid that difficulty on page 8, inatead 
ot saying • • •. • report on t he pros and oons,• whioh 
is really rather r idiculous, you could aay • •••• 
that I comment briefly on certain reaturea. 1 Then 
when you come to page 9 you oan say 1 Brietly, the 
arguments ror and against . • Then we have to use 
it again later on. 

I think that ' s all right. 

Try it that way. Write it in in pencil, then see 
how it looks over this. 

My i dea or thie , ir it oould get by, would be to 
say, "The Treasury has naturally received euggea­
tions •••• •- might even say that we have had com­
plaints thnt certain teaturee or our corporate and 
individual taxes acted as a deterrent on business. 
1 \fe have selected tho se ldlich would seem to us beat 
to merit the consideration or these committees, and 
11e propose to discuss these suggestions: One • •.. • • ­
and t hen start with the abandonment or the three 
corporate taxes and the concentration on a single 
tax. And then say, "To be candid, I should set down 
here t he difficulties which we may race in connection 
with this,• and t hus give the con without saying 
'the con. • And then the other onee - two, three, 
rour and so on, so as to make it look l i ke a pre­
sentation or a program; but ati ll it gives the 
positive and negative arguments . 

Well, I •ve got another idea. I think this one would 
get by. And that is to have Congressman Dough ton 
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write me a letter in whioh he says, •My dear Mr. 
Secretary: As Chairman ot the Committee ot \lays 
and Means, I am inviting you to appear on such 
and euch a day. Various organizations have men­
tioned the following taxes as being business 
deterrents •• . • • -and then list them - • • •• • and 
I ' d appreciate it if you'd come prepared to advi se 
this Committee as to what information the Treasury 
Department has . • 

Now, that 1-:ould get by. llhat the Presi dent 1 s bi g 
objection is - he doesn ' t ltant me to go up - and 
I think Ye could get Doughten to do that; then I'd 
just go ahead , just the way I did before . You see? 
Try it . I mean the President has it f ixed in hie 
mind that he doe en 1 t wnnt me to go up and take the 
initiati ve. I t I could get Doughten to write that 
kind or a letter, that 110uld t1 t into what 11ae 
bothering Dough t on yesterday, that 1'-cCormack 1 e • 
run a11ay with the ball, Pat Harri son 1 s run a\lay 1rl. th 
the ball . If he could get the credit for stating 
11hat he wants - let him list the things, invite me 
to come up and diseuse 'them. 

He coul d even say, • we have accepted your invitation 
to look over the tax laws from the standpoint of 
deterrents. We have gathered information on the 
subject. These are t he t hings which are represented 
to us by business men as being deterrents. 1/hat do 
you think about them? • 

Afraid sue~ a list would go beyond the four or five 
'1Je 1ve got here. 

The lis t doesn ' t make any difference. It ' s the 
form - that ' s \·that bothering the President: the form. 

Doughten can edit the list . He do esn ' t have to 
present all t hat anybody presented to him. 

But as to the form? 

11ould that mean that after you got through the 
Committee could ask you quest i ons? 

Oh no, I'd have a formal thing. I mean something -

Regraded Unclassified



Blough: 

White : 

H. M.Jr: 

White : 

H. M.Jr : 

l.'hite : 

Blough: 

Gast on : 

H. M. J r : 

Vhite: 

H. M. J r : 

1"/hl.te : 

Blough: 

H. M.Jr : 

• 

- 13 -

then I'd simply say, "Then any additional informa­
tion you want - the Treasury etatt is here to take 
care ot it. • 

I n that case • •. • 

I t would become a hearing. 

I t would then becooe a hearing. 

I t will, sure. That 1 s what they al~ays ~o. I hope 
it is o. hearing. 

Well then, you don 1 t need t o be other than very 
briet in your comment, that 11ay. 

I ttae wondering, trould you then take a position on 
t he various features ' 

No, then I can go ahead and just the way - still 
carry out t he Presi dent 1 s l11ohes and say, "I 111 
give you the arguments tor and against.• 

Yes . 

1 I 8J:I very glad to come up and give you the argu­
ments tor and agains t these suggestions.• 

And it they ask which you rscommend7 

llo , no more than- I 111 take the posi tion I've always 
taken: "I am not here to recommend; I am just here 
to give you the technical intormation. • That's 
what the Presi dent has been trying to drive tor. 

That ' s a good way out . 

That would certainly help to make theee take on a 
di gni ty which they don ' t nolf take on. 

I ' m afrai d t his is juet going to make a joke out ot 
me the way it is now. 

lfell, I wouldn ' t say that at all, but t he other would 
be better. But I still think this woul d be all r i ght • 

I 
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1fuich ie all right! 

I think getting the letter and an answer to the 
letter ie better than th1e, but I sti ll think th1a 
could be made all right as it is. 

Possibly, but don't you think my suggestion is an 
improvement! 

Ot course. 

Very much so . I like it very much better. 

Yes. 

And then continue - so that again I'm carrying out 
the Pr esident's policy, I'd state the arguments tor 
and against. I wouldn't take a positive position. 
That's what he doesn ' t want me to do , 

And how about your stat:rt I mean in answer to the 
question they merely •• •• 

They' d have to carry out the same poli cy, the Presi­
dent ' s policy. The Treasury will furnish them with 
technical informati on. As to which one, what should 
be done, that's What Congress ie tor • ..... 

I think what Herbert Gaston says is an improvement, 
it he could - folloWing your suggestion - I mean 
•ve have examined and we !ind diecuesion, eo forth 
and so on, that these taxes - various organizations 
and members ot the Committee telt these taxes are 
bothersome and are deterrents. And nov, Will you 
please, Mr. Secretary, place at our disposal all 
information that ~ou have. • 

Then l 1d go up and say, •Mr. Chairman, in regard to 
Proposal No. l, the Treasury tinds this is the 
argument tor and this is the argument against aaking 
a Change. • 

And then we ' ll go into each of these and explain 
it at more length and 1nd1oate hov important it is, 
so on. 
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Yes. 

Then you could say - you could bsg1n as you are, and 
then the transition phrase which troubles us so much 
could be "Now, with respect to the questions which 
you asked me 1n your letter •••• • 

That could come in the middle, where we didn ' t have 
a good transition. ~e would leave room tor it. On 
the first five or six pages is where I 1ve had the 
least trouble with the President, 

The first paragraph i s that you are glad t o respond 
to thei r invitation to come up and discuss the 
general tax situation and certo.in specific sugges­
tions that have been made - •that you have made in 
your letter.• 

:57 

1 Mr. Chairman, I am here in response to your invita- • 
tion.• 

Yes. 

Then I 1d go ahead. 
1 In your invitation 
questions . • 

Yes. 

It would be better. 

Then in the middle part I say, 
you asked me the tollO\<!ng 

Nov, uhat dose this do' It still leaves me where 
the President wants me, not wanting me to take a 
position; but i t still mo.kes it more sensi ble. 
And I think it bOuld make Daughton - vhat it t~eans 
is t hat Daughton is a po.rt of it, he gets part of 
the credit, takes po.rt of the initiative. I'm 
doing what the President wants and I think I 1m 
satisfied. 

Of course , it gives him the •••• 

llho ' 

Gives Daughton - instead of your asking to appear 
before them, come before them, you are cooing in 
response to a definite request. 
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That' e the va:1 it should be. 

I th1nk eo. I th1nk that'• better that vq. 

And it v111 make the Preddent much happier. lov, 
the President undoubtedl:r vouldn 1t do that v1 th 
Pat Harrison, but he 1e perfectly v1ll1ng •••• 

And what does this accomplieht It opens the thing 
to discussion of these certain taxes vh1ch people 
th1nk are deterrents, and that's m:r obJectiYe. 

That ' s :rour obJectiYe. 

That 1 s right . 

Bob Doughten will pla:r oquare with ue. That is, 
he wouldn't run to the White House and say, "The 
Treaeur:r wants me to vr1te a letter, so and eo . 
Shall I do itt1 

Oh, :you mean am I going to ask h1m to vri te the 
letter without first going to the Preeidentt 

Yes. 

I vouldn 1 t th1nk of that . 

Wouldn 1 t think of that. 

Oh no. I 1Ye asked tor an appointment to eee the 
Preeident at 3:00 o 1clook Monda:r, and when I go oYer 
I•m going to eay, 1 Nov, Hr. President, ve 1Ye had 
time and I th1nk that ve 1Ye been able to improYe 
the thing along the linee :rou made.• 

Yea. 

"An~ here 1e a draft of the letter that I want Dough­
ton to ltrite me. Now, it :rou approYe •••. 1 - Daughton 
1e coming 1n Tuesday morning to see the Preddent; 
he told me that - • •• • • and if :ro•t approYe, I' d like 
to have you take th1e formula. • 

Now, it seems to "18 that that dou ner;rthing the 
President vante. What does the President not want 
me to dot He doesn't ~t me to go up and Yolunteer 

• 
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reco Leni'.Rt i onc :o Con;p•ec o on :;~nrticular ta.otes . 

He >~ants the record t o oh.oH thnt the Hil l asked for 
cc:rt nln thln"" a . ilell nol!, t h l a ou~l"'.t to r.teet hi e 
11i ahcs perfectly. 

A hundl•e.:t percent . 

A hun~rcJ pPrcent . 

An: ;;:1en I Jon ' ! n~nln do t:htlt I don 1 t like t o do , 
on::e defin ite reco.o:!end.,:ions . I _-o a.lteRci and Sa'/ , 
•In ~"'lct·er, the ~nfOl"~~t!on Of the 'Z'reaCU:"] ShOWS 
:!".l't the Cb>u;nent for 1s tL1s ttnj ~:'!8 ar6..cer.t n 1 .. ~1nst 1& thAt • • 

::n;; I Juc~ GP;; ln ~>nro1n., ;;!\nt 1t mAkes it very ::~uch 
~..~· 1er !"or tac tee!mic"l n tnrr :tot to ~ ... ·:e to uuhol d 
r J.crir.1te !.'eco:.1::1cnC.ntlon , bconusc •..•. 

':'hen t:utt 1 s al l to tht; t~'OoJ. . 

Very '"luc:! t o iiw ,;ood, bconuoc you OM then l ay the 
thing out Md let tho ch1,s fall l'lhere they may . 

Cr. yes . l1o~·. lnat enu of a11y1nr; 11 1n ~rwot· of t~e 
'l.'OOOS1'~ 11 

- you \!oul dn ' t hlovc to chru~:,;c t hlc r~ucl: ; 
you ' ' al:;pl y St!_:J, "!n ans11cr to your questi on nu!:lber 
one ..... , n : !ten ~o on : "!n answer :o your question 
nur:'".)tr t'.lo ••.• • 

Yo·1 coul .! !:'!1;::-oduce n little !)hlloso!)hy chere b:r 
er:;lr._ t~t all tp.x quc•tl ons n!.'e nccessari l ;r co::.­
.,,.,:.l ses ani: t:C.cre 1 s nl1n~·s llOtl~thln.; t o ':le sa.ld 
one one s1e e ~d on tho o;;hor. "And, to ~e c andi d, 
I need to set forth ltMt are t he di!'ficul t i es ;rou 
ldll meet alonb thl e line.• 

I tl:1n;t that ~<ould l:PPl'OVO the formul a ::;r eatly . 
:!na lln y"o"y eot eny do ubts nbout 1 t ? An<' I thi nk 
Dout)lton •·:ou l d Hl'1tc the l ettl'l" I>Jld I t h ink he 1d 
love to l.'!'ite i t , na1·t1oulnl'ly in v1eu ot: ;;hat 
hnp:>enod the l ast 11eek. 

Pat·ticulnrly in view of wh•t ru- sn1C t o Johnny Hrnce 
nbout his desi re to make n record i n h i s l as t yee:.'. 

• 
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rtow, when ve get up there and give h1a thle lht, 
there are certain things he 111a7 not lUe, certa1n 
things he 111 want to add. 

That doesn't tie your l'wlnda. I mean auppoae he 
does aak tor consolidated return1. You can give 
him pros and cons on consolidated raturn1. 

Sure. 

Well, do 11e - I mean ien 1t the thing to do to 
adjourn now and try to write a ,letter and then 
change thiet 

The changes aren 1 t going to have to be eo ver7 
serious. 

Well, let me read what you've got. Let me read 
through. I thlnk that 1 e a good suggestion. 

Yes. 

I'd have to see h1m anyway and he 1e got to 1nvite me 
anyway. And certainly toltarde the press and the 
public - I mean look at this diary in the Times 
today. I don't know Whether you saw the editorial. 
Did you see thatt 

(Node yes). 

Now, how does it leave the Preeidentt It leaves him 
all right, unless he - no, he doesn't want to get 
i .n on it. He det1n1tely doean 1t. 

l.re you euret 

l.re you sure ot thatt 

Well, he didn't want to up until the last time I 
had seen hlm. 

!SO 

It you tellove oould write that letter and get it 
to me tomorrow morning, I might have a chance during 
the daJ to see the President and say, •Nov, Kr. Presi­
dent , I'd like to do this, but betore seeing 70u 
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Monday I'd like to tall to Doughten about this 1t 
you w111 approve, see, and then bring 1 t 1n Kondar 
to eave t1me.• Bee, we're there tonight - I 'lf'Ouldn 1t 
be able to talk business to him tonight. 

This will oall tor a 11 ttle more detail. For 1Detance, 
1t he puts the proposition to you tor a consolida-
tion or the corporate tax structure, then he ' ll want 
to have eati.m&tea or rates to p roduce about the same 
r evenue. 

Be eae~ enough to put more detail in it. 

That 1 e the easi est thing. The hardest thing is to 
cut 1t down. 

Now, you say trom a technical starr standpoint it 
would be much easier. 

\Tell, yes, we ' d be very much happier about 1t, beoauae• 
suppo se we' r e put up against the problem ot demon­
strat ing that cutting top surtax rates would be a 
major - would eliminate major business deterrents. 
Well, it 'a a hard job to prove. Ther e are psycho­
logical elements there. It's pretty hard to prove it. 
And I' ve never liked to take the position where I 
had to prove a case. I'd muoh pref er to be in a 
poeit1on uhere I can give all the information, let 
the o ther fel low make up hie ml.nd. 

Thie troe~ your standpoint is perteot. 

I'd be very much happi er to have it this war. 

Well then, you and the President will be happy. 

Well, that w1ll be nice. 

And I 1d be satisfied. 

That wil l give you a dignified presentation . 

Oh yea. 

You' r e doing just what you are asked to do. 

Ever since he 1d made this suggestion, it bothered 
me like the devil . 
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Thio can ' t - you can ' t do thio. 

Wall, I thU!k - I mean I don 1 t evan noed that -
if I get a chanco tonight to oeo the Presidont, 
I can simply say, "Now, I 1ve thought of a method 
of doing this since I've h~d ~couple converoationa 
with Doughton, and I' d liko to have permission to 
talk with Doughton beforo I see you Monday.• 

I don ' t think you even need the letter to do that. 

Oh no . 

No, no . You could say that tho request is to come 
from the Rill. Ve haven't yot anything on r ecord 
shoving what they want ue to do. 

I think that's the boot yet. 

It avoids a lot that should be avoided. 

1ihen Mr. Cannon, o! Cannon Towels, Callie to town a 
couple years ago to see Doughton at the time they 
;tore consi dering the surplus tax, Doughton dis­
flPPElared for three daye, thinking l4r. Cannon was 
coming up -he ' s in hie district -hie factory­
to protest. Finally, Cannon 11as able to locate 
him and he told him that what he ran all the ltay 
up hore to t ell him was that i t was a wonderful 
thing tor his businesa. 

He waa makUlg full distri bution . He wanted it. 
He wouldn 1 t have to pay any tax. 

And over ni ght he (Doughton) Juet changed. Over 
night he changed. You remember, don ' t yout 

Yea, I do . That vas the original proposal, that it 
they made full distribution they wouldn't have to 
pay a cent of tax. He was Just crazy for that , ­
Just what he wanted. 

1fell now, what to we do t This 1e number - Just 
put this afternoon - lolay 5 - on it. 

Mr. Secretary, can I raise one general point? 
The paragraph vhich begins on t he bottom ot page 3 
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and n~ns over on the top ot page 4 discusses the 
fUndamental obJeot1Ye ot tieoal policy, sayi ng 
it ie a balanced budget. Do you reallz:e now that 
that says nothing about achievement ot a balanced 
budget except through a rising national inoomet 

Well • ••• 

I moan I Just - so you know what it says. 

:G3 

I realize that - without being personal , that some­
body chiseled that out ·ot the thing. I 1m not looking 
at anybody in particular. 

I 1m looking at the parade. 

Let ' a talk about it a minute. 

I think it ' s all right. You Juat aay that a rising 
national income is one way, but you don ' t exclude 
other ltays, 

I 'm inclined to believe that tho wording is such that 
you don't leave much ot any other way. You say, 
"The sequel to deficits in emergencies should be 
surpluses during years ot prosperi ty. • You go on to 
say, "That was and is one ot the broad purposes •••• • 
It doesn ' t say anything about raising revenues any 
other way or reducing expenditures . 

Let ' s go back to how we arrived at this point . I 
realize this. In trying to write it originally -
it you ' re going to do the other way, to balance 
the budget you say that either you have to out 
expenditures or raise taxes, increase the taxes. 
Now, do we want to inoreaee the taxes at this timet 
!to. The President eaid no. Do we want to cut 
expendlturee? Yea. But do I want to say how it 
is done or where it ehould be done and have I got 
any good suggestions? No . 

Nou, rather than to ma.ke a weo.k suggestion as to 
how. • • • I did that in Nov ember ' 37. I shOl·;ed 
them roads, this thi ng, that thing and the other 
thing, and I made a speech on how to b&lance the 
budget and llhowed them how they ehould do it . 
now, this 1s not a speech to show them holt to 
balance the budget . !low, I 'm glad you brought it 
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up. I t gives me a chance to clear 1111 own tlllnking 
on it again. But I tlllnlt that lfhlte vaa r i ght on 
th1e thing, that ei ther I should go in and ea,y, 
•You can cut a hundred mi llion here , you can out 
rive hundred million here , you can do t ills , that 
and the other thing• - and show them how t hey can 
out a billion dollars . Now, I don ' t know where 
they can out a bi lli on dollars. And unt 11 I have 
the answer I had better stay where the Presi dent 
was in January of ' 39 - that the only way to balance 
it is through an increase in the nat i onal i ncome. 
Now, I don ' t say that, but that's the i mpli cation, 
isn ' t itt 

(!lode yes). 

And we're pretty well committed to that course for 
this year, anyway. 

1/ell , I mean certainly - and then to bring in a 
report - if anybody asked me, I 1 d say, 11'/ell, we 1re 
committed t o this budget this year. The new budget 
that we ' re making 1n November and December - we 've 
sugcrested a Fi scal Commit tee. • 

Which is another good reason why you shoul d - a 
desirable reason to get the letter from Doughten, 
because you're answering his letter and he ' s asking 
you about speci fic things. 

I'o not appearing before a committee on appropri ations. 

But we ' re discussing the budget and the policies. 

Yes , and I'o leaving myself where the Presi dent was 
in January of ' 39 . Do you tlllnlt it ' s ueakt 

No , I ::' :rou 1d like oe to tell you why I' ve raised 
thi s quest ion •••• 

Oo ahead. 

You remember t he studies for the Fiscal and !l.onetary 
Committee and tho achievement of an go bi l lion dollar 
national income. It seems to me that what we ' re 
saying here, i n effect, ie, in view of ~t we know 
about the possibili ties of achieving a national 

.. 
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incoae which v1ll approx1111atel7 even bp.lance the 
budget , let alone supplJing a eurplue - e1nce we 
know what t hose prospects a re , ve are in effect 
Gaying the budget will not be balanced before 1943 
and there is no aeeuranoe that i t will be balanced 
i n 1943. 

t43t 

:ss 

That t s t he earli es t 71ar in which these studies gave 
any chance of achieving an go billion dollar nat i onal 
income, and it takes an ~ billion dollar national 
income , 1tith this tax structure, to raise enough 
reve.nue to meet these expenditures. 

llhere i s that study? 

You've got it. 

Did it ever come t o met 

lie summarized i t only at the end or that little 
summary statement . 

You mean we won't get an go b1ll1on dollar national 
income before 143. 

If nothing i s done . 

I f anything 1a done , that means your expenditures 
incr ea se , so you 1ve got a bigger gap to close up. 

\{ell, if we had a balanced budget 1n t43, I think 
1t would be wonderful. 

This doesn 't say we 1re goi ng to have a balanced 
budget in 143. This eaye it wontt be balanced before 
143, and you don 1t know •• .• 

I t doesn ' t uee the year t43. 

I don 1 t mean t hat . I mean t his 1s 11hY I got dis­
turbed about this general line. That 0e all. 

\/ell , It d have to put myself i n the poei t i on and on 
r ecord that I don't agree v1th what the President 
a aid in J anuary. 
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I think t h1s is desirable for another reason. 
You ' ve talked about recovery as being the most 
i mportant t hi ng and :you 1 ve t allted about removing 
det errents to recovery. So the only thing :you 
any is the desi rability over the long range or a 
bal anced budget , which a1•gues that ~<e must produce 
recovery, and it argue• in favor of any changes 
in the tax structure whi ch tend to11ard recovery. 

l!ell •••• 

The onl y thing I would suggest perhaps troul d be 
another sentence sayi ng, •wo oust scrupulously 
~atch our expenditures and preserve our revenue 
as ouch as possi ble" - comcth1ng like that. I 
:~uld just like i t not to be left solely on the 
bnsie of •:!e hope the national incomE' will come 
up so we can balance the budget . • I'm not going 
t o press the point, havln~ raised it. Thatls 
nll r i ght . 

llo , I 1m listening, det'lni t ely. ilell , I t ell :you 
11hnt you do. 111•1t e a sentence nnd put it on a 
clip of loooe paper and just pin 1t on . 

Yes . 

See tlhat I mean? P1.n it on. Let me take a l ook 
at it . Huh? 

Sure. 

:ss 

I ' d reel a bood deal better 1r there vere some pl ace 
i n hPre >rhere at least the necess1t;- ror sx!ret~e 
care l n scruti nizing expenditures was menti oned. 
I think that that \JOUld be a desi rable thing. 

Juot 11hy? Do you think i t uould have any effect 
on Congress, or i s it t hat :you l:nnt the Secretar;r ' s 
r ecord t o be cl ear? llhst is the purpose of i t ? 

Bot h. 

\lell, you knott the f irst - i t ' o completely ine1'1'oot1ve. 
You know 1t 1s not going to m~:c them reduce expendi­
tures just becaus e the Secret ary asked them to 
scrutinize ever;- expenditur e. You might ~~sh it 
d1rrerent , but :you know t hat that ' s t he fact, that 
it ' s not goinz to make them reduce expeneitures • 

. -~ 

• 
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1/hito : 

Dutt'1old : 

H. !I. Jr: 

Blough: 

1/hite : 

H. M.Jr : 

Blough: 

R. H. Jr: 

Blough : 

H. U. J r : 

Blo\13h: 

- 25 -

.. "'1 - 0 

With regard t o tho Secret ary ' s record, he ' s got a 
lot ot other t hi ngs to stand on . 1/hy raise a 
rumpus at thi s timet 

There would be no rumpus. 

Then it vould be ineffective. It it's ineffective, 
i t won ' t call attention to anybody. I t it ' s effective, 
it 1o going to cause trouble, becauoe it introduces 
o. point when it i sn ' t called tor. \/ell, we ' re 
covering ol d ground. 

It wil l be new ground until it 1 s •••. 

\iell, look, vrite a sentence on a slip ot paper; we 
can Just put it l oose :there you t hi nk i t -would go . 

l~t el se does anybody want t o raise at th1e time ' 

\/ell now, you boyo are goi ng to draft a letter tor 
Dought en to write to me. 

1fuen wi ll you want that' 

Tomorrow morning. 

Oh, it I have it by noon tomorrow. 

Noon tomorrow. 

Noon tomorrow. 

And you t1ant a r edraf t o! this by tfhent 

Noon Uonday. 

!loon Monday, 0. X. 

liouldn 1 t it be a good i dea to let that reques t ot' 
Dought en 1 s include eo me t hings t ll/l t we don 1 t l i ke 
at all in the way ot suggeot1ons made by the N.A. H. 
and the Chamber ot Commerce ot the United States, 
and di scuss them? 

Like elimination ot capital gains taxation enti relyt 

• 

Regraded Unclassified



Gaston : 

H. li.Jr : 

Gaston : 

H. H.Jr: 

- 26 -

Yea, :rea. 

Community property' 

Yee , community property, 

1Tell, he ' ll have hie Olm i deas too. 

All right, gent lemen, thank you. 

l£8 
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COPY 

Mar 5, 1939 

Chairman Doughten and Senator Harrison, Chairman of 

;he Senate Finance Committee , have expressed a desire to 

receive the Treasur1 ' s views on certain tax suggesti ons 

made by members of Congress and others in time for 

possible action on these suggestions a t this oeaaion of 

Congress. 

Tax proposals cannot be discussed oomprehensive11 

sxoept in rela tionship to our broad national and fiscal 

position. We are now in the midst of a world situation 

whlch imposes on this Ooverncent a special r esponai bilit7. 

t/e must demonstrate that a dernooratlo governcent has the 

power and the flexibility to survive prolonged crisis and 

chaotic world conditions and 1et emer ge with the strength 

ot its tree institutions un i mpaired. Preservation or our 

democratic form or government over a long period or 1ears 

r equires, in my opinion, a fiscal program whi ch has a 

fourfold obJective: (1) promotion or tree enterprise 

and priva t e investment; (2) attainment or f ull business 

recovery; (J) maintenance of our public finances in a sound 

and unassailable position, and (4) an equitable distribution 

ot ;ax burdens and a more eau1t able distribution of na tional 

income. 

:?o 
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Buooees!ul operat i on or democracy demands that all 

tour objeotivea be solidly linked together. When ve 

consider any specifio change in our tiaoal program ve 

must satisfy ourselves that the change makes for a 

better and not a worse diatribution ot tax burdens and 

ot national income, t hat the change promotes and does 

not retard business recovery, and that the change makes 

it easier and not more ditficult to establish a balanced 

r elationship between revenues and expenditures. 

Full attainment ot these objectives 18 made more 

ditticult by a new and ominous development in world 

affairs the armament race now gripping the important 

nations ot the world. Great Britain in t he oomi ng tiscal 

year is spending $3 bi llion on aroaments , or almost 50 

percent ot its national budget; Frence i s devoting over 

llo percent ot ite national governmental expenditures to 

the same purpose; Italy, 50 percent; Germany, probably 

6o percent; Japan over 70 percent. These huge expendi­

tures are being financed largely by borrowi ng. The raoe 

ie becoming more intense and t here is no end i n eigbt. 

For us t he danger is that these developments aay 

mean a necessarily increased cost tor national detenee 

hero , together with monetary instability abroad, 
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disruption or our toreign commerce, and per haps other 

unsettlements, the ooneequenoea or wbioh we cannot 

anticipate. In t his connection, it ia interesting to 

note that the . expend1turee tor past ware and national 

defense are equal t o over 50 percent or t he det1oit tor 

this t1soal year. 

No maJor problem racing this government today can 

be properly solved without tull consideration ot the poei­

tion or t his country in rela tion to the present inter­

nat i onal ori eie. The u~~iatakable impl i cation or t be 

international situation i s that we should look ahead to 

our tuture tisoal position and redouble our ettorte to 

att ain tull r ecovery. High national income and a sound 

fiscal position are essential to adequate national defense. 

I t i s against tb1e background that we reelUll!line our tiBcal 

program. 

A fundamental obJect i ve or sound finance clearly 

i s a balanced budget. !here i s , ot course, no good 

reason Why taxes must exactly balance expenditures each 

yenr any more than eacb month, each week or each day. 

There a r e periods during which sound tiscal policy calls 

tor an sxoess or out go over income. In a depression it 

ls 1neV1table that there Will be d~!ioits . Revenues decline 

at t he same time that the Feder al Government is called 

upon to undertake inescapable social and economic 

• 

. . ,, ,.· . . ..... 
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burdens . If , however, defioitc are too long continued, 

the depressive effects or uncertainty tend t o make 

t•eoovery more difficult. The sequel to deficits in 

emergencies should be surpl uses during years of 

prosperity. That was and is one of the broad purposes 

ot ocelt1ng to rai se the national income to a hi gh level, 

1.hus assu1•ing revenue great enough not only to end t he 

deficits which began in 1931 , but also to reduce the 

·lubl ic debt. 

I n carrying out our fiscal pol1oy' it would be help­

t ·tl to have machinery which would more ful ly coordinate 

our efforts. It is not the prerogntl ve or any 

aoministrative Departmen t to make sucge otions to t he 

leg16lative branch of t he Government for the conduct of 

ito work, but I am sure that you ~tould wish me t o be 

frank in aucgestlng ways of surmounting difficult ies 

which I believe attend t he joint efforts of the Ways and 

!:eans and Finance Cocmlttees and the Treasury Department . 

It , for instance, the Ways and Means and 

Appropriations Committ ees of t his House and the Finance 

ana A' propr1at1ons Committees ot t he Senate coul d meet 

eaoh session as one Joint Conmlttee on Fiscal Polley, 

to oons1der t he over- all aepeote of the expenditure 

~ - 3 
- I 
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and revenue programs, greater effectiveness would result . 

The Budget Act ot 1921 set up a procedure tor the orderly 

formulat ion by ths executive of fiscal proposals and tor 

their submission to the Congress as a unified budget. No 

comparable procedure has been set up in Congress tor con­

stdering revenues and expenditures together aa two inter­

related aepeota ot a single problem. I hope this co~ttee 

will agree with oe that soae such innovation would improvs 

t he efficiency of the government . By providing tor a 

preliminary legislative consideration ot the over-all of 

appropriation and revenue measures it would give Congress 

a broad picture ot the management ot the government's 

finances and permit a better order ed coordination between 

the executive and the l egielative branches in thi s field . 

~is Joint Committee would in ettect be a lena 

through which all appropriation and revenue measuree 

could be viewed in relationeh1p to both What the nation 

needs and what the nation can attord. Th1a Committee 

could have continuous lite and could be actively s t udying 

fiscal problems between sessiono ot Congress as well as 

during tbe seesiona . The Treasury Department would, of 

ccurso, cooperate tully in this work to t he ext ent that 

the ooam1ttee desired. 

, 
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Thus tar I have dealt with t he tinanoial problems 

ot the Federal Government alone. We must remember, 

however, that even if ~e had in operation the best 

oonoelvable Federal fiscal plan, we s t ill would have 

t ouched only halt or t he tax problem which confronts 

t he nation. More than 50 percent ot t he total tax 

revenues or t he countr y are collected by State and 

local governments . 

We have t alked about r emoving injurious Federal­

State tax conflicts tor t he past five years, and our 

predecessors talked about t he same problem. I recommend 

t hat Congress create a small temporary national oommie­

sion t o report as soon as feasible to Congress on the 

moa t desirable intergovernment al fiscal policy. Such a 

co~mission should be made up of men ot abilit y who enjoy 

the hi ghest possi ble public oontldenoe , who are familiar 

with t he fi scal pr oblems ot Federal , State and local 

governments, but who will represent t he public at 

l arge rather than any governmental unit. 

Overlapping taxes have gro~m in number and size as 

both Federal and State governments have sought new 

revenue. Grants-in-aid are being demanded or the 

Federal Government in increasing amounts . The results 

:75 
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of our f i scal sit uation are increasi ngly unsatisfactor y 

to both t he State government s and the Federal Government, 

and are becoming burdensome to many taxpayers . As the 

r esult of this Commi ssi on ' s work, we should be able to 

achieve more orderly relationship between the Federal 

fiscal syGtem and the St a t e and local fiscal systems. 

ThuG far I have talked about two broad fiscal 

matters of great importance t o the Treasury, Let me 

turn now t o questions or taxati on. 

I desire tirst to rene~ a number or recommendat i ons 

tor tax changes which have previously been presented t o 

you. 

1. In h18 Budget Message of January 3, 1939, the 

President recommended that Congress extend the miscel­

l aneous internal revenue taxes which under existing law 

will expire next June and July, and t o maintain t he 

current rates or t hose taxes which would otherwise be 

reduced in June . 

2. In his message of January 19, 1939 , the 

President recommended legi slation making all gover nment 

salaries hereafter earned and 'all interest on gover n­

ment securities hereafter i asued subject t o Federal and 

State i ncome t ax laws . The recommendation with reapect 

to government salaries has, I am pleased to note , 

already been incorporated into law. 

• 
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3 · In •1 etatement or March 24, 1939, I presented 

tor your consideration tour alternative rate plane tor 

old-age ineuranoe cont ributions during the next three 

years. 

4. The Treasury Department bas pointed out trom 

time to time that the present law allows excessive 

deductions t or depletion or oil and gas velll and 

certain mines. Removing this inequitable special 

privilege would produce a substantial amount or revenue. 

It seems physically impossible at t his session or 

Congress to undertake any comprehensive reexamination 

ot the tax laws. Moreover, before undertaking a 

revision it would be desirable to have the report or 

the proposed special committee on the ti scal relatione 

ot the Federal and State governments. 

However, it has been suggested t o me by the Chairman 

and members or the Committee that I report on the pros 

and cone ot certain features or the corporate taxes and 

the personal income tax. Before I d1eouee them, I want 

to emphasize that any changes adopted should not reduce 

total revenues. ~le muet not t orget that one or the 

important ~bJeotives or our t i eoal program is to approach 
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a balance between revenues and expend1turea. For thia 

r eason it ia necessary to ottaet an1 tax reductions 

with tax increases elsewhere . I wiah to emphaei~e 

t hat lt i s my opinion that under no oiroumetanoee 

should ~1e weaken the revenue-producing oapaoi ty ot our 

t ax structure. I regard this as the keystone ot any 

program ot tax revision that may be undertaken at this 

ses sion. It tax reVision were to take the torm only 

ot tax reductions, the resulting uncertainty over our 

tisoal policy would injure and not help buoinees. 

\1e must take no step which the publ1o may interpret 

a s moving away trom the objective ot a balanced budget. 

I turn now to various tax suggestions on vhioh I 

have been requested to give the pros and oons . I shall 

diseuse them briefly, giving only the more significant 

pointe. 

!78 
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1. I have been asked to give the proe and cons on 

the suggestion toallow net losses or business , bot h 

individual and corporat e, incur red in one year to be 

offset against the income of subsequent years. At 

present, individuals and corporations are taxed on their 

annual incomes without regard to losses incurred in 

other years. 

In favor or the proposax t he following arguments 

are advanced: 

{a) Allowing t he carry-forward of business 

losses would make the income tax more equitable. 

Businesses with irregul ar incomes now pay 

hi gher t axes over a period of several years 

than t hose with stable incomes . Many pay 

i ncome taxes in single years or net lnoome 

even though over a period of years they have 

had no net income or have suffered a net loss . 

For example, a corporation with a $5, 000 l oss 

in each or three years and a $15, 000 profit . 

in t he fourth year would, under the present 

law, pay an i ncome tax of $2 ,025 , although it 

obviously bad no income tor the tour- year 

:79 
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period taken ae a whole. It a three- year lose 

carry-over were permitted, this particular 

corporation would have n.o tax liability i n 

t he fourth year because the losses ot t he prior 

years would completely offset i te current 

income. 

(b) Allowing the carr y-forward ot business 

loaeea would reduce deterrents to new enter­

prises and the capital goode industries, Vhioh 

are subJect to wide fluctuations in earnings. 

(o) Allowing a loes oarry- torward would 

reduce the administrative diff i culties caused 

by t he ettort made by taxpayers to ah1tt items 

ot inoome into lose years . 

Against t he proposal, the following arguments are 

advanced I 

(a) Such obange would result in a sub­

stantial lose in revenue. 

(b) It would complicate t he mechanics 

ot adminietering the income tax. 

(c) Many businesses would get t he 

benefit wh ile relatively t ew mi ght be 

stimulated to expand. 
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Opinions d1tfer aa t<! the 11011t deairable 

period in wb1oh to permit loss carry-over. 

The longer the period, the greater the equity, 

but the greater likewise the loee of revenue. 

Three years ill perhapa the minimum period to 

meet the income fluctuations of the average 

bueineea. 

2. I have been aeked to give the pros and oone on 

the euggeation to allow corporations to deduct t heir 

oap1 tal loues in full from their ordinary inco111es. 

Under the pr esent law an exceee of corporat e oapital 

losees over capital gains can be deducted from ordinary 

income only to the extent of $2,000. 

In favor of the proposal, the folloWing arguments 
are advanced: 

(a) Al.low1ng corporats net capital losses 

to be deducted in full trom ordinary income 

would make taxable income coincide more nearly 

with the income trom the total operatione of 

the corporation. At present net oapital gains 

are taxed While net capital lo1111e11 often cannot 

be taken a11 deductions , with t he rellult that a 

corporation may be obliged to pay an income 

181 

Regraded Unclassified



- 13 -

tax in a year when its inooae from other 

souroea wne wiped out by capital loeees. 

For example, under present law a corpora­

tion with ordinary inooae or $25, 000 and 

net capital losses ot $4o,ooo is required 

to pay a tax of J3 , 205 despite the taot 

that it actually had a det1oit or $15,000. 

(b) Allov1ng t he deduction or corporate 

net capital losses trom other income would tend 

to stimulate investment eince corporations 

would have greater 1ncent1ve to invest in t he 

securities or other corpor ati ons or to launch 

new ventures or their own. 

Against the proposal, the following arguments are 
advanced: 

(a) The allowance or the full deduction 

ot corporate net capital losses from other 

1noome would result in a serioue revenue 

shrinkage in years ot deol1ning prices tor 

securities and other property. Normally, 

these are the years when t he requirement• 

tor revenue are mo•t acute, 

182 
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(b) Corporations that hold aeour1t1el 

oould reduoe their taxable income and thus 

avoid taxation by selling those aecur1tiee 

which had declined 1n value . 

3. I have been asked to give the pros and cons en 

the auggcat1on to liberalize the deductions tor capital 

losses ot individuals. 

In favor ot the proposal, the following arguments 

are advanced: 

(a) !be allowance ot increased capital 

lose deductions would put the income tax 

more nearly on the basis ot actual income 

over a period ot years . 

(b) Liberalization ot deductions tor 

capital losses ot individuals would tend to 

stimulate t he assumption ot buslnese risks. 

Against the proposal , t he following arguaents are 

advanced: 

(a) The revenue would be reduced. 

(b) The liberalization would r esult 

in some evasion ot tax through deliberate 

manipulat i on ot sales of assets with 

accrued losses. 

183 
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(o) !he adainietration of the 1noome 

tax would be further oomplioated. 

4. I have been aeked to give the pros and oona 

on the suggestion that the oap1 tal stook an.d axcaaa 

prof1te taxaa be repealed. Under ths praaant law the 

capital stock tax ia baaed upon a deolarad capital 

stcck value Which the taxpayer may ravtaa every three 

yeare. '!'he declared vaJ.ua may be any figure that the 

t axpayer dasiraa to subr:lit, regardlaaa of the actual 

value of the atock. The exoaae prof1te tax applies to 

profits in excess of 10 percent of such a declared 

value. 

In favor ot the proposal, the following arguments 

are advanced: 

(a) In praotice these taxaa operata 

vary arractically. !he taxes depend on the 

taxpayer's ability to forecast profits tor 

t he next three years, aa vall aa upon the 

amount of prot1 ts actually realized during 

each year ot the period. !he cloaar the 

declared value is to tan timaa average 

earntnga, the lower are the combined 

184 
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capital stock and excess profi t s t axes. 

Depar tures !rom such a declared value 

resul t in higher taxes. 

(b) The uncertainty or t he capital 

stock and excess profits taxes is very 

irritating and cay be a businesa deterrent. 

Forecasts o! earnings are particularly 

difficult t o make in t he case ot new 

businesses and businesses wi th unstable 

lnoomea, such as t he capital goods 

industries , with the result that taxes 

im9osed on them are often inordinately 

high. 

Against t he proposal, the fol lowing ar~nta are 

advanced: 

(a) Repeal ot the taxes would resul t 

in a substantial loss ot revenue. 

(b) It the t axes were repealed, 

corporations without profits would be 

al together free from corporation t axes 

whereas under t he present arrangement 

even t he deficit corporations declare a 

:es 
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capital s took vel ue, and are thus required 

to pay eome tax -- although in many caeee 

the tax is ot insignificant eize. 

5· I have been aeked to giYe the pros and oone on 

the suggestion that the upper surtax rates be reduced. 

At present the normal tax is 4 percent and the maximum 

surtax rate, applicable to the aJDOunt ot surtax net 

incomes in exoess ot $5,000,000, i s 75 percent. 

In favor ot the proposal , the following arguments 

are advanced: 

(a) The present top surtax rates m&T 

deter persons with large incomes froM 

investment in prj:vate enterprise. Under 

t he present law the taxpa7er with more than 

$500,000 surtaxable net income is lett with 

only 26 cents out ot his highest dollar of 

income, 74 cents being taken in Federal 

income taxes. State taxes m&T further 

reduce h is share. Higher dollars ot income 

bear even higher rates . There is good reason 

to belieYe that .uoh high rates tend to 

discourage the assumption ot buainees rieka 

186 
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and t o bri ng about a hoardi ng ot savi ngs 
' 

instead ot invest ment. However, i t must 

be borne in mind t ha t ve r y tow persons are 

atteoted by t he higher surtax rat es , although 

the psychological stteots on other investors 

oannot be ignored. 

(b) The rate mar be so h1gh as to have 

pe.eeed the poi nt or maximum returns. 

Against tl:;e pr oposal , the following arguments are 

advanced: 

(a) When the aggregate tax burden 1s 

great , the upper s t rata ot 1noome oan 

r1ghttully be expect ed to make extraordinary 

saor1t1oee. A more equitable d1str1but 1on 

ot i ncome mar also be promoted. 

(b) The ex1etence ot a large Yolume ot 

tax- exempt securi ties now provides 1nd1v1-

duale 1n the higher i ncome groups v1th a 

tax-tree haven to which t hey can resort 1t 

they choose so that t he tax on i ncome from 

all souroes 1s much lower t han the surt ax 

rates would 1nd1cate . It has been suggested 

:81 
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by some, notably Senator Glasa, that tbie 

might be met in part by including tax­

exempt income a t the bottom ot the rate 

brackets instead ot at the top, ae is nov 

the oaee , and thus increasing the rates 

applicable to other income. 

The lowering ot the top surtax rates would not 

result in a serious lose in revenue and mlght indeed 

result in an increase 1n revenue it taxpayers were 

induced thereby to invest i n taxable securities. 

I have previously stressed the point that whatever 

revisions may be made in the t ax system, it will have 

to bri ng in as much revenue as the present system. This 

is a very difficult problem tor Congress to taoe . The 

taxes resorted to tor replacing any loet revenue should 

have the lllaet harmful effects on business and should 

contribute to greater equity. I euggeet the following 

three possibilities: 

1. The corporation income tax rate could be 

increased. The corporation lnoome tax in any event w1ll 

have to be noted on at this session sinoe it expires at 

the end ot 1939 . In r eneWing the tax 1t is important 

that deterrents be included against t he possi bility ot 
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oloeely-held corporations pi ling up profits and not 

paying them out in taxable dividends to atookholdara. 

2. Individual income taxes could be increased. 

There is merit to the suggesti on that t he rates on 

income brackets between $15, 000 and $250, 000 are 

relativel;r low compared with i noome.a ot lese than 

$15,000 and more than $250, 000, and could be increased. 

Furthermore, to pro.mote good oithenehip, it is telt 

that ever:r ind1 Vidual and tam1ly with income ot core 

than $800 could pay and would be w1111ng to pay a small 

tax. 

3· Estate and g1tt taxes could be inoreased. 

I aball not discuss in detail any ct these tax 

measures or t hose for which pros and cons were previously 

1nd1oated. It you are interested in further lnformatlon, 

ay starr and I are prepared to furnish it and will be 

ha~py to work with you to the extent t hat you ma:r desi re. 

1E9 
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Chairman Dougnton came in to aee the Secretary 
at 11:30. Tne Secretary visited with Mr. Dougnton 
for a 11 ttle while and then sent tor Mr. Blougn. 

H!J,Jr said to l!r. Blough, 1 I nave Just read 
tne tlrst part of Draft Hl ot the tax statement ~o 
Mr. Dougnton and he said he would not onangs anything.• 

Tns Secretary t hen read the five suggestions 
f or changes and tore out ot the tax statement pages 
11 , 12 , 13 , 14 and 15, listing the changes, and gave 
t hee to Mr. Dougnton. He then said to Ur. Doughten, 
• 1 also want to give you those whion will give us in­
creased revenue, because I want you to put thee ln the 
let ter.• He then tore out pages 18, 19 and 20 from 
Draft Nl and gave them to Yr. Dougnton. 

•would it be all right if we brougnt up community 
property ?• , ne asked Mr. Doughton, wnoaa reply was , 'Yes; 
you can bring it, but I do not think we will get anywhere 
on it.• 

The Secretary t nen said to the Congressman , 1 I 
do not like to crowd you, but do you suppose that I 
could nave a draft of a letter to show t o the President 
when I aee him on Monday a t 12 o'olook? 1 Mr. Doughton 
answered, "Yea, I can send it by messenger.• •would 
you l ike someone trom the Treasury to help youi 1 inquired 
lolr . tlorgenthau, and Yr. Doughten said, "Yes, that would 
be fine. • 

"Blough would be very happy to come up, • Jolr, lolor­
genthau aaid. •wnat time would be moat conveni ent to 
you? • lolr. Doughten replied, 16:30 tomorrow morning.• 
HX,Jr then said , ' Blough will be there at 6 o'clock 
awaiting ywr pleaeure. Blough has been at thia thing 
now tor a month ar~ he knows all the anawera. • 

Congressman Doughton then said, "I would l i ke to 
have a copy of draft #2 of your tax statement to take 
with me. 1 
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KY,Jr: (To Mr. Blougnl I saw the President last 
night and I made a suggestion to nim tnat we ask Mr. 
Doughten to cooperate by writing this letter. Now , I 
take 1t that Mr. Doughten 1a glad to do 1t. In the 
le~ter ao 1t does not leave Doughten or me out on a 
11mb, f only want ~o put tnose tninge 1n, it Mr. Doughten, 
is willing , that I can answer. The Chalrman says that 
ue >S g oing to write me a letter in wnich ne is going to 
ask my views on the following matters - - not my opinion 
or recommendations, but my views. 

Mr. Blougn: Does that involve your giving an 
opinionf 

!Ul,Jr: No. 

I think the President baa been perfectly grand 
with me. Certain people have gotten his goat on tnia 
undistributed profits tax. I have exPlained it care­
tullyand the President said tnat we will not mention tne 
tning at all. Everybody knows 1t is going to die and 
he is 'not going to ask me to start a debate on it. You 
are not going to take the position that we will nave to 
cnange lt tnia year? 

Kr· Dougnton: No. I do not want to discuss 
anything witn n1m on taxes. No man could nave been grander 
or more reasonable or more anxious to cooperate. 

HM,Jr: I nave been able to work w1tn you. Tnere 
are 110me people wllO nave fixed ideas. I think 1t you , 
the President and I could come to an agreement, he will 
not worry about anybody else. 

~ Doughten: You know, there ie a big difference 
between at you would like t o nave and wnat you will ac­
cept. I feel hopeful t hat we can get a program. I want 
to talk to my ~omm1ttee . We mi~t be able to get you up 
there this week. 

HM,Jr: The sooner, tne better. You are the leader 
on taxes. You write me this letter. The letter is made 
public before I come up. Tnen you aaeume the leadership, 

• 
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not llr. KaoOoruok, or anrbodl elee. t.ae Prealdent aD4 
I o, I. tne lener. !bell JCN g1Ye •e a few Clare. flieD 
Bob Doug.tlton Itt• tile oredU and takee tAe leadezoah1p and 
that 11 who 111Duld haYe u. 

Jlr, Dougntons I wUl do 111 be~t. 

HM.Jrs You haTe treated ae beautlfUllJ. 

llr, Dougmon: 'l'hank JCN.o 
like that. 

I .. glad that feN. teel 

lSI 
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RE TAX STATEXBNT M•y 6, 19)9. 
12:00 Noon 

Present: 

B.:.t.Jr: 

Duffield: 

H. li.Jr: 

Klotz: 

H. IJ .Jr: 

Mr. C.aston 
Mr. White 
Mrs Klotz 
Mr. Blough 
Mr . Duffield 

Bob Vought on •• • • First place, I saw t he President 
l ast night a t quarter of eight and asked him whether 
I could take this matter up with Doughton and be 
sai d, •Fine.• I bad Doughten here . I read bim the 
fir s t half or the part - the new suggestions, and 
ne was most enthusiastic about it, said be wouldn't 
change a single word . He said, •That's fine . We 
never get together. That's just what we need and 
I•m al~ for it. • Very enthusiastic. 

Then, I couldn't use what you people gave me, 
because you bring in things which the President 
bas not approved, and if you think 1 1 m going to go • 
over there again and start all over again, you' re 
all mistaken. 

It was our idea , in drafting this propose~ - or 
IllY idea - to make the list inclusive so we could 
strike out rather than to try to fumble around 
and see what we wanted to add . 

The point I make is, I ' m only going to have in the 
things that the President bas approved . 

Now, I gave him - tore it out of t he book - the 
five suggestions for changes and the three for the 
increased r evenue, and be's consented to write tbe 
letter and likes the idea. I gave him a lot of 
stuff - be ' s to be toe leader, he gives it out. 
He thinks •• • • 

Be sets t he credit . 

He gets all the credit. That puts Mr. McCormack 
i n hh place, vnd so forth. so Roy ' s going up there 
a t 8: 30 Uonday morning to help him write the letter 
t o be sent to me . 
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How, one tb.ing I didn 1 t say , Roy, which I tb.1Jlk 
would please the President - if you'd put in -
I •111 Just tb.inlting it we bad a sentence in that 
the place we start !rom on this tb.ing is that we 
must, whatever we do - this is what the President 
keeps saying - maintain the saae revenue structure, 
you see? 

Put that in at the •••• 

At t he fir st. 

Your suggestion was of incr easing in case or 
decreases . 

It should be in the letter that no matter what 
we do, see, we must keep the revenue structure the 
same, you see? 

Did he say an;ytb.ing about undi s tributed profits? 

Then he said, 
1t tbis way . 
away wi tb the 

nrs the President .... . • n Be put 
Dougbton said, "Ar e you going to do 
undistributed profits tax?• 

~nd I said, •No , • and I explained to him. 

~nd be said, "Well, isn' t tbe President going t o 
ask for a renewal of it?" 

I said, •No, 1•111 quite sure he isn't.• 

Tba t pleased him very much . Be 1 s• agreed to our 
f ormula . He'll let it di e . 

or course, ther e 's one t b.ing in that statement 
you 111 have t o find another way t o do, and that is 
to prevent closely-held corporati ons from piling 
up their profits. That doesn't call for a general 
undistributed profits t ax, and I tbink you can get 
around it. 

Well, we ' ll - after a ll, if we stick to the five 
things, ! 1 111 going to - wben I go over to the 
President, I'm going to take over the book with 

I 
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tbe things that be wrote in it, so that he bas 
it before bia, so that he knows; then, the letter. 
And then, will you have a new statement - I 1 ve 
asked tor an appointment tor three o ' clock tor the 
President to see me Monday - will you bave a new 
statement tor me tbree o ' clock Monday? Will you? 

(Nods yes) 

I mean when I say , "Will you?" I'm looking at all 
t our ot you. 

Now, Ooughton said that what he ' s going to do is 
to ask me - how did be put it -my wishes, or ••• 

Xour views. 

Views - that's what he said. 

That's what I'm afraid is a little dangerous 
suggesti on - that "views" usually connotes 
" opinions . " Am I right? 

That• s why this first sentence or two, if he can 
possibly get it in with the last sentence, would 
be something to be very carefully skirted . 

Well now, gentlemen, look, we have a chance -
you have a chance with Blough between now and 
8:)0 llondey to 'Nrite tais letter. 

He ' s not going to 
recommendations . 
your v1ews. 

ask you for an op1n1on or your 
All be ' s going to ask tor is 

••e can put the views in so it won ' t 1nterfere with 
it. 

Certainly, hevtng lived With this a month, y.ou 
know what I want and the President wa.nts. 

And further, Ooughton says, "I thought you fellows 
had a program." 

l said, "That's wbet the President doesn't want. He 
wants ~ou to take the leadership. I siaply coae 
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up, give the pros end cons on certain taxes wnicb 
you kSk me about, which you know in advance are 
acceptable to the Pr esident . " ~e was very happy 
on this . 

Oh, very; and he said he was going to try to get 
you up this week. 

He •s stalled up to now. How he 1 s ready to go 
places . 

I certainly don't have to blow this into you again. 

I hope not. 

llhat? 

I hope not. 

If so, either I'm a bum blower or you people are 
pretty t ough. 

Need a lot of blowing . 

1 1 m very happy about this. 

Xhere 1 s no sense of writing t his up, because 
they've incorpor ated everything ••• • 

I 1<1 like to • 

llould you? 

I t hink it would be e good idea to come up to ~ 
with a prepared draft. Some of these words make a 
lot of difference. 

I•m asltlng - after you get that done, you fellows 
can toke off another day or so in the middle of 
t he week . That 1 s fair . 

Don' t have to be rewarded tha t way. 

.Vell, I feel cruel. l:!ut I do t hinlt it 1 s important 
that when you go up there at 8:30 you have a draft, 
ond if you could get it to me to take a look at it 

• 

...,.... 
Regraded Unclassified



Duffield: 

B.li.Jr: 

Duffield: 

B. LI .Jr: 

1/uffield: 

ll . ll .Jr: 

l.luffield: 

!I. II.Jr: 

Duffield: 

B. ll.Jr; 

'Illite: 

!I.Y.Jr: 

197 
- 5-

before you take it up - because l Just couldn't 
show Ilia this thiDC. 

Do you see aD¥th1ng wrong with tbet besides the 
list? 

Well, the list Ju~t got me ott. 

•Your lett er of Karch 5th, whicb was a reply to an 
earlier letter addressed to you by Senator a&rrison 
and myself on the subJect of t ax revision ••• • -and 
so forth. Uo you have to bring in Harr i son? Can't 
you just say • •• • 

It was a Joint letter . They signed it t ogether. 
•aey didn't send it ••• • 

"In your letter, whiclt was a reply ·· · " -do you 
bave to - I mean tbot 1s so clumsy, if you don't 
mind my saying. 

'Nell, you 

" by bri ng in tbat whole t hing at all? 

Because otherwise i t says, "In your letter or 
liarcb 5th you expressed a willingness • • • • • It 
looks as if you initiated it . •e wanted to make 
it clear. 

~by say anyth1ng? Just start new witb •The ~ays 
and Lleans Committee of the House • ••• • Leave out 
that first paragraph . l us t start a new deal on 
tbis thing. Be's inviting me up. Wby go back 
to that history, bring in Harrison and all the 
r est ? 1be Pr esident won' t like that. 

I wanted to make it clear the initiative was up 
there . 

lle•s taking t be initiative when be writes ••· 

You could do t bat by beginning with the second 
para.grapb. 

Tben tbe President will say, •What did I say t o 
Harrison I agreed?" Then immediately he geta down 
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to tnose two things, tbree things. Let's wipe 
out Harrison on this thing. Bob .tloughton, 
~bairman of the Committee, is inViting me up to 
discuss f our or five questions . And then, in 
order that, if any of these changes are made, 
they \¥on • t lose any revenue, he 1 d also like to 
have my views on the following three ques tions 
as met hods of increasing the r evenue. and then 
we give him the middle brackets , inheritance and 
gift tax~s , and .••• 

••• cor por ation. 

And cor poration. · de sai d all right on oil wells, 
uidn1 t ne? Well, tn&t 1 s in the r enewing; we don't 
bring tbet in the letter . lhat 1 s in t his statement; 
we restate something . 

Yes, that's right . 

Now, I 1 11 listen a minute or two or tbree. 

I 

Herbert? 

I think it's fine. I would agree with you about 
making this simply a new thing end not bringing 
in the old history. 

No, Jus t . . . . 

but I hope that this pr ogram is broad enough t o 
take in wbe t we want. 

••ell, it1 s got everything tbet we wrote in. And 
he may want l;o bring in other things , but let him 
initiate them. 

And then I' l l s ay - and I•ve been certainly a 
thousand percent sincere with the President - •tiow, 
llr. President , Bob Doughton wants to raise these.• 
And don•t put any i deas in his head either. See 
what I mean? 

Tnat ls, don't put into your statement that "if 
you bave some other ideas • • • • - uh-huh. 

No . And don' t suggest normal tax on i.ndividuel 
incomes and consol idated returns, et cetera, et 
cet er a . 

... 
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: don ' t mean in tnis lette r, but I mea n in the 
dr aft of the s t~tement you give; do you went t o 
;JU t o. par ag r aph s ay ing, "If tne r e a r e some ot her 
1uest i ons you a re tnteres t eo in,• and so on . 

Xou mea n for him to s~;.y t o me'? 

::.s9 

No, • •ten you go do••tn b<:fore nlm and reply on t iwse, 
"'o you ''"nt t o sort of open the doo r t o them f or 
~ny others? 

Tnut•s ~Y s t t tement . 

Xes , tnat ' s your stc t ement. 

nell, wast I - I get the letter, tnen I say, 
·~r . vne lrman, I &m nerL in r esponse t o your 
inv1t<:. t1on to discuss tn~: f ollowing ~~~<otters ; 
and uy Treo.sary experts nt.ve pr epared f or me 
tne cnalysis of vari ous t axes, and I ' ll give you 
- put a t your J isposa l now tne 1nfol'mation of 
toe Trea sury . 11 And t hen I go 11head and give them 
ths 1nfo!'mat lon. 

1hen do you want to say - in oddition t o your 
disposal of tnese ..,uestiuns , do you ••ant t o 
open t he door t o ask ~uest1ons on o ther subjects? 

Hell , I thi06, ts I remember , the Presi dent c r ossed 
thvt out . 

It ' s out noR, I ~now . 

ies, I tnlM ne dia . No, I oon ' t - I can say wnen 
l g.,t ttu-ougn , "Now, gentlemen, ::nat I always do , 
if y~u•ll l ooA u~ ~revious s t a t ements - the 
lreQsury st~ff is o t your dl svosal to cooperEte 
'Nith you in yow· .vorlt . " 

Some of tne member s a r e bound to r aise othe r 
" uestions, and a t that poin t you c an answer :1nd 
say, if you like, t11a t •••• 

tlo , I ' d say, "1'he Tre1.sury staff ls here and a t 
your UiSpOsal . II 

If 

• 
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After all, tAere are onlJ' two tbJ.ngs we want b.era: 
!1rst, tbat you sbould aake a di&nified, presentable 
statement; second, tb.at we open tb.e door , and it 
doesn't take auob to open tb.e door . 

l'ba t' s all. 

Now, I was aaazed tbat tbe President unb.esitatin&l;y 
last nigb.t said, "Sure, talk to Bob ~ougb.ton.• 
II ow 1 wbeo I told bim tbe tiae before I wanted to 
show bim ~ s tateaent, he said, •well, if you do, 
in twelve bours everybody will know it.• I don.'t 
believe everybody will know it. When you present 
it to b:1m - be's asked tor a copy - I•d let b:1a 
b.ave a copy. 

I•ll take a copy down Monday morning. 

A copy of last night's statement, as it was written 
last night. 

Now, do you gentlemen want to see me at five o•clock 
tomorrow witb a new draft that I'm going to show the 
President? First I•ve got to see tbe draft of the 
letter that you ' re going to take up to Dougbton at 8:)0 . 

Tbat•s easily done. Tbe new dratt, thougb - I •d be 
much happier it we could sbow it to you along towards 
11 o 'clock on Monday. lhere would still be time to 
retype it by three, and we'd have a little more tiae 
to work on it, 

That• s today? 

lie said tomorrow, 

Monday. 

We put Gray and Willard - I'll tell you what we'll 
do, Mrs. Klotz; let's get hold ot Gray and Willard 
and see if we can't put thea over until Tuesday, 
see? I mean they' ve changed it. l aean tbe 
crowd's . •• 

Tuesday morning . 
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Yea, aQJ tiae - at 10:)0. Ia Spancler on? 

Yes. McReynolds did it . You auat ask Mac. 

Be isn' t here today. He 1 a out to pl87 golf . 

011, he is? 

He was in, but be's gone, I tbink. 

Did you see him? 

I saw il1.m tn1s morning . 

Be was 1n tbis 11orning, but l th1nk be 1 s gone. 
I' m not certain he's gone . 

I 1 ll c&ll llis office. 

201 

(On pboneJ Kiss Spangler . - Kr. Carl Gray and 
Mr. Daniel Willard were to be 1n 111¥ ofl'ice at ll 
o' clock on l{ond87 . ~be appointment ns 11ade tllroucb. 
Kr. McReynolds' office. Now, is Kiss ~a~oway tllere? 
Well, between you and Kiss Calloway, see if you can 
get them over until ll o ' clock Tuesday. 

It's Union Pacific. 

Yes. Carl Gray, tile Onion Pacific, and Daniel 
Willard, tile B & 0 . See - between you and lolisa 
Calloway. (On pbone) 

Well now, wllen Will I see tnis dra.ft? 

We can get you a draft by.five o'clock to110rrow. 

No, no, I mean Just tile draft of bis letter to ae. 

Oh well, w1 thin tb.e next •• • 

Couple of hours . Send it up to your bouse tbis 
afternoon. 

Send it up to the bouse and if I want any cbanges 
I can give you pencil ollangea and get it to Roy 
BloU&ll· And the other tlling - you fellows will coae 
in ll o'clock Monday . 
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Yes. 

All right . Aren•t you fellows very happy at the 
turn this bas taken? lla~ry? 

Very much better. 

Oh, this is fine. 

What? 

The thought troubles me - I wonder whether you 
got the President right on that undistributed 
profits, because as you repeated it to us what be 
said was that the !allure to renew it would be a 
deterrent. Now, it may not - the issue may not 
arise again, but I wonder whether you ought to tell 
Dougbton that be may not ask for a continuance. I 
don't know whether I understood you. 

"ell, tbe question - in my frame or mind - is that 
I tb1nk the President is going to let 1t dle, and 
that's what Doughton wants. 

lie may do that, but l wasn't sure he told you any­
thing that justified the t belief. llerely in what 
;.rou say to Doughton - I wasn't thinking of any change 
in policy. 

Will, Doughton was Just waiting to bear what way the 
President was going to Jump on this. Now be 1s ready 
to go . 

I Just t hougnt you might have told him t he Presi dent 
wasn't going to renew it. 

You did. 

I said I didn't think the ~resident would renew it. 

You said you thought the President would let it die 
out. 

Yes, that 's right. That's my impress1on. 

Outfield: Be's to see the President on Tuesday, is be? 

B.II.Jr: Yes. 
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Don ' t you people - I tR1Dk I ae .. a l 1ttle .ore 
entbus1ast1c than J OU people. l.lon•t 70u t1a1n1t 
we 're cOIIinl? 

Yes , yes . 

Tbey felt t bat way last nipt . 

I tbink it ' s tine. 
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Attached 1• a .ugreated letter tro• 

Repreaentat1n Doughton to ;rou. XC haa been oleared 

v1th Mr. Gaaton, Jfr. lihUe, u4 Xl'. lleup. 
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K)' dear JCr. lleoretarr: 

In rour le'hr ot Xaroh tl wb.1oh vae 1n replr 'o 
an earlier letter addreeeed to rou ~Y Jenator Barrieon and 
.qaelt on tbe eubJeot of tax rerte1on, rou expreued a w1111nc­
n••• to prepare 1ntor.aUon wb.1oh the appropriate Oo-.1Uue 
ot Oongreae lligbt de eire on epeoi.tio tu probleu. 

~e Yare and Keane OoDUtee of the Bouee ot 
RepreeentaUne wlll be readr on Jla)" to reoeift 8JQ' euoh 
information and reepeottully requeate rour appearance before 
the Ooaaittee on that dar. 

81noe our laat exchange of lettera eeftral bueineaa 
organization• and private indivlduale have advanced a varietr 
of euggeetione tor tu ohangu. .Amonc the euggutione 'llhioh 
ben been moat frequently ll&de are the tollowinc: 

Repeal the oapital stock and exoeee prot1te taxee. 

Allow bueineee net loeeee 1n one rear to be 
oarried forward and offeet againet income 1n .ubaequent • 
yeare. 

Permit oorporat1ona to deduct net capital lcaeee 
from ordinary taxable income. 

Liberalize the deduotione allowed tor net 
capital loeeee auetained by individuale. 

Reduce the 1n41rtdual eurtu ratee 1n the upper 
bracket e. 

Exell})t 41v1denda from the nona&l tax on individual 
1nOOIIea. 

Pel'lllit affiliated oorporat1one to tile coneol14ated 
returns and remove the intercorporate dividend tax. 

<h-ant eaall corporations a flat exemption. 

It would be helpful to the Oomaittee if you would 
preeent the argwaente for and aga.1net aa aanr of theae ·~·­
tiona ae you have bad t1ae to etudr. 

Terr truly roure, 

the Honorable Henry Korgenthau, Jr. , 

the Secretary of the !reaeurr. 
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fROM 

Subjeot: 

TREASURY DEPAI'TMI!NT 

INTER OFI'ICa COMMUNICATION 

DAft Ill)' I , 19at 

secretal'1N_%nthau 

llr. Bu.~ 
Review ot 'How to )lake Kone:r in GovarnHnt Bonde, 1 

b:r s. r. Porter 

'!'be main contenti on of th1e book h that extenai n 
profit and incoM opportun1t1 .. , ot wh1ob Ule pubUo gener-­
all:r 1e unaware, exl.s t 1n the Gover~~~~ent bond -.rket. ~re 
1a a foreword b:r Korrie S. 'l'reaaine, Oollptroller ot the 

~07 

state ot New York, which g1ne a more h1gbl:r colored picture 
of the aignificance ot this book than 11 etated b:r the author 
heraelf. llr. '1're-.1ne eeea in the tact t hat Go•ern.ent bond 
issues are not subject to certain reetriotiona placed on pri­
vate offer1nge the following broad ieeue: 

1 Sooner or later, we will be forced to ohooae 
between a dictatorship and the capit&l1etio e:ratea. 
If we are to choose the capitaliatio a:ratem, we 
must encourage the prot! t motin, just in the eame 
manner ae the governaent usee the profit a:rotem to 
finance ita neoeaeitiea b:y preeenting the poeaibil­
it:y of gain to the buyer of government bonds.• 

The book deeoribee the enormoua growth and the obange 
i n oharaoter cf the Government bond market in recent :reara. 
The growth in the aoarket 1s accounted for by tl:e bilge in­
crease in the pubUo debt, particularly ainoe 1933. ~· 
in oharaoter tall lla.inly under two heade: The co-.ncU.n& 
position whioh the banks ha•e oome to oooup:r ae purchaaera 
of Government eeouritiea, and the control ot the .-rltet now 
exero1eed b:y the Federal Government. 

The reaeone oi ted wh)' the Government bond market 1a eo 
profitable are: 

(1) The Treasury ' s practice in pricing new ieauee at 
lavale eomewhat under those indicated b:y the pre•ailing 
market allowa a great deal of mone:r to be made b:y •tree 
riding. 1 llr1. Porter ea:re that it 1118¥ be argued that tree 
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secretarY Korgenthau - 2 

iders do more good t!lan hu•m to the market because they 
~reate •an atmosphere or auooeas around the !1nanc1ng. 1 

Wre Porter also ears: 1 I t 1e certain, ••• , that tree 
r1dl ng has grown to extraordinary proportions in the last 
tew years, and it a:nounts to hundreds or thousands or dol­
lara everv time the Trea sury eello a new bond or note to 
raise additional !unds. • She pointe out that in spi te or 
various attempts on the part of the Government to elimi nate 
thi s prac t ice, tree riding still remains an i~portant !ea­
ture of every Treasury financing, and ohe concludes that: 

"The di!!ioulties ot determining who i s a 
tree rider and who is not; or defining the term 
i tsel! when so many different !orms or it exist; 
of eliminating speculation without hurting the 
market more than the whole matter is worth -
theee are points tbat indicate that !ree riding 
probably will exist as long &8 euocese!ul caah 
!inanoinga are negotiated and there is ~oney to 
be made on the:n. 1 

(2) Unlike the situ~tion in regard to the private se­
curity markets , 1 There are no regulations on trading in 
government securi ties; no margin requi rea.ents; no restric­
t i ons o~noe1ved and administered by a government-sponsored 
agency, suoh as the Securiti es and Exchange Commission. • 
Furthe1•more, 1 There are no Federal or State 'taxes to slice 
the profits or boost the cost • • • • 

(3) The Govern:nent bond market h more predictable 
than other security markets because the number or !actors 
determining price trends 1s !ew. I n tact , the attention o! 
the investor oan be concentrated la,rgely on one thing, the 
excees reserves of member banks. Holding 4o percent or the 
total Federal direct and guaranteed obligations outstanding 
(June 193g) , which represented nearly 25 percent of their 
total asseta, the bar~e or the country are, as a group, the 
most important single buyers or Government securities. The 
changee in their surplus !unds, represented by excess re­
oerveo, have dominated the market and the prospect io that 
thoy Will continue to do so. 

. "8 _ ... 

(~) The outlook !or bond pr 1cea io good, according to 
Mrs. Porter, and the simple reason la that the Federal Gov­
ernment hna erreot1ve control of the market and must use 
this control to support the market ae long as 1te requirement• 
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for an -•T all4 rett_.el .. are lal'p. !1.- freuu7 ... 
rebrel 118•ern Joar4 'liT plll'ella .. • or e.n-•• •ami. U•• 
oan 1nnuenoe 08 aarltat Ureotl.r, Ul4 lit' ••nre• arr••'-
1Dg UO .. I Nlll'\'el oall 'bl'111C pre•lllll'l Cia U la41NOtl,7o 
BJ thl•e ..... tbl GoYal'Uiat lla• '~~~• pl'1ae1JNil.l7 re~ 
11bl• fOl' the 41ol1DI la 1nwre•t nw• 1a reoeat reare, 
aooord1na to llr1. Pol'tar. 

'lh• oonolul1on 11 reaohl4 til&' e·na 1f the 'freanl'J 
4001 DOt raill lal'IP .-at1 Of MW DODIJ OYer tile auil 
deoa41, tbl faot 1:hat U w1l.1 'be f0l'oa4 to l'ltlua4 'blllloae 
of dollar• of •1;ul'lq ob11p.Uoae ft8Pih Oat the loY­
el'!IMnt will ooaumaa 11o u11 lh artorh to .tntala b.lp 
bond prlo11. 

111 dhou111Jlg the 'frea..u'f'• pl'1o1111 pollor, llr•. POI'­

ter' 1 general tl'ea'-nt, tbou&ta ••1'1 ree4a'bla, 11 10..0.11 
eupert1o1al. Ill• C1••• ao lDUoaUon of 111141re11an41q Ul&t 
1n pr1o1na Dn 1enae thl 'freaniT 11 .. ta'bl11b.las wllat 11 
euent1al1T a Wholelale pr1oa ra1;har 1;han a retail pr1oe. 
!he t.e41ata pu.robaaar• or 11 .. 'freallll'J' l•n•• u- aa 
unoft1o1al 11114erwrU1ag aa4 41etl'l'butlq twlot1o11 ror whlob 
tbeJ are' ent1tla4 to re...aratloa. In the oaea of pl'lYatl 
corporation 11w .. , thl pl'1011 obarge4 to the UD4erwr1wre, 
41etr1butore, aD4 •••n l.arp 1aet1ntloDal J)IIU'oball1'11 are 
notor1ou11J 1w1r tbaa till pl'loae at whloh retall 41nl'l'llll­
t1on takll plaoe. 

In 41eouu1DS tile lloYarDMnt 1 1 1anuenoe oa 1iha aarltet, 
Kre. Porter lharee till Y1"• of a IJ'I&t -.aT otb1r1 to tile 
etteot thlt th11 1Dtlueaoe 11 wall-alp ~t. Little 
attent1oa 11 CinD to tile roMuJ. toG• raotOl' of muepaaa 
pol1Uoa1 UDeetUaM.at, wb.lob, '111 etl.alaUJIC hue~ 1014 
uporte to the Ua1t14 stat .. , hal baaa oaa of till pr1ao1pal 
oauae1 of tb1 IJ'I&t 1aoreaea 1a till azo••• l'llll"fll of our 
bank1Dg 111tea, aD4 of 1ih1 aoo~all11AS lwar1Dg of AMr1-
oaD 1ntere1t ratee. 
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RE !IOLC REP\INDIIIG May 6, 1939 -
10:45 A. M. 

Present : 

H. U.Jr: 

Bell : 

l! . H.Jr: 

Loc!1head : 

Kilby: 

!1 . !4. J r : 

Seltzer : 

H. l-I . Jr : 

li . !!. J r : 

Kilby : 

Mr . Bell 
Mr . Lochhead 
J(r . Haas 
J(r . Sel tzer 
Hr. !Iadley 
Mr. K1lby 

Now, have you talked to the fellow in New York? 

Sproul? No , I haven ' t . The market i s about the 
onme as i t was laot night, I understand. 

(on phone) Allan Sproul, please. 

Good morning. The fore i gn situation 18 ver y qu i et 
t hio morning. Everything i s very quiet. 

Can I have just an i nitial on this pl ease? (Hands 
H. I·! . J r . paoers to i ni t ial). 

Has anyone changed today? Larry? 

No , thi s looks all r i ght . 

George? 

S::une . 

S11me. 

s~~o ao yesterday? Are you voting? 

I ' .:~ for it . 

(On :>hone ) Hello . (Conversation ~rith Allan Sproul 
follows : ) 
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HMJr: Bello. 

Operator: Mr. Sproul. 

JD.!Jr: 'l'hanlt you. 

0: Go ahead, 

lll~Jr: Bello . 
Allan 
Sproul: Hello, Hr. Secretary, . 

IIJ.!Jr: Bow are yout 

8: All right. 

IIJ.!Jr: How does 1 t look to you todayt 

11&7 '· 19}9 10: 116 • •• • 

211 

S: Well , it looks th~ same way to me today, and I ha4 a 
session with my associates up here. 

ID!Jr: Yeah. 

8: And they now feel that a quarter and a halt is on the 
market and probably allows as much to the - - on the 
exchange as is neceseary and desirable. 

HMJr: A quarter and a haltf 

8: Yeah. 

B!!Jr: You're still standing there, hubt 

8: Yeah. 

I!MJr: Well , I'll be darned. 

S: They figure that •••.. 

HMJr: Dan thought he -- he'd got you around -- bow 111uch do you 
figure there is 1n that -- how suoll graYyt 

8: Well, we figure on the aYerage with a torty- e1xty 
there'• about t our th1rty- eeoonde. 

HMJr: Four thirty-aeoondet 

8: Yeah. 
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ID!Jr: 

S: 

HJ.!Jr: 

8: 

HMJr: 

S: 

HMJr: 

8: 

FD1Jr: 

s: 

h"MJr: 

S: 

HJ.!Jr: 

8: 

:12 
- 2 -

In -- 1n -- 1n botht 

Vall nov, that ' • the &Yerage on the two, taking ott 
torty per cent allotment on tha one- years and a sixty 
per oent allotment on the two yeare . 

(Aside: Vhat - - What do you boys t1guret -- t alks 
to group aside.) 

Hallet 

Yeah. 

Our boys say on a year's note there isn't more than two 
thiry- seconde . 

!hat's right . 

Vell, hell • ••••• 

On a two-year note about eix t hirty-seconds. 

~lell, you tellowe in New York are so darn bullish I 
can' t keep up with you. 

(Laughter) Well , the market, you know, has been •••... 

I know. 

The whole market ie strong and on t hese very short 
obligations and the present state ot the aoney market, 
t here ' s-- I don't think there ' s much Justitioation 
tor Yery auoh premium. And t he market itself has -­
the present quotation on those obligations -- on the 
one -- one and a halts shove a rights' value or about 
eix th1rty-eeoonda nov, so they're not -- haven't got 
their •ery high. 

Vall, let me talk to the boye. 

(Talks aside to group) 

tlell, we ' re all against you , Sproul , so I guese we'll -
we - - I can't - - I can't attord to take the risk, eo 
I guess we'll have to make 1t three-eighthS and tive­
aighthe. 

Threa- alghthe and tive- eighthet 
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HNJr: 

8: 

HMJr: 

s: 

mrJr: 

S: 

I!I(Jr: 

S: 

i:D~Jr: 

S: 

HJ.!Jr: 

8: 

m:Jr: 

- 3-

Yeah. 

Well, t here •a no queation about that. It'll baa 
well-received issue. 

213 

All right. Well, the boys will get buay, Thank you 
very much. 

All right. 

I'= glad that New York ie eo much more bullish than 
we are. 

Well, you know, in New York State their last ieeue, 
they're selling one-year notea at a fifteen t o twenty 

nov, and tvo-yeara at thirty-five. 

Well , our boys say we can't take the risk. 

Yeah. 

o. 1(, 

Well , I think 1t will go over very well. 

Thank you. 

All right. 

Good bye. 
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Bell : 

H. ll .J r : 

Belli 

H. H.Jr: 

Bell : 

214 

- 2 -

Inter esting si delight trom Chllde there on the 
interest (showing H. M. J r . letter trom C. r. Childs) . 

tlow, do I sign here' 

Yes . You oAn Just initial these two. That 's the 
letter approving it . That ' s the oiroular approving 
it, sending it out. 

Now, t he ol'\ly change we •ve made here is that we 
reserve the right to sell some tor cash. 

o. x. Is that all t . 

That' s the press statement. 

I ni t ialt 

Just initial it. 

1'/hat do you want Herbert to say about the non-calling. 

Open mind. 

llell , at this time, jus t say (words not understood). 

No, I ~uldn 1 t expl a in it. No, my mind - I 've got 
between now and the first ot June. 

\lell, he can say that. 

He can say that . They're going to ask h1.m. 

llell, we do it in two bi tee. lfe do it i n t wo 
bites. 

Thnt 1s all. 

Thanks. Very much obliged, gentlemen. Sold. 
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RE TALK WITH S£BATOR PI~N ON SILVER llay 6, 19)9. 
121)0 p. m. 

!'resent: 

l:l . loi . Jr 1 

Gas t on: 

ll . oi .Jr: 

Gast on: 

ll . li.Jr : 

Wlli te: 

llr. Gaston 
llr . White 
lolrs ltlotz 
llr. Blougb 
llr. Dutfield 

Barry, just so tbat you don't get stale over tbe 
week-end: Key Pittman came in t o see me, and the 
reason he came in - said I wanted him to get Adams' 
vo te on this sub- committee, so he said he bad to see 
ce first, and that since we have r educed the price 
of silver from 77 cents to 64 cents, why, I think 
he said there ' s two hundred thousand people that 
nave been laid off due to t his. 

Ob i 

(Hearty laughter) 

•lait, you haven ' t heard the half of it. hnd - well, 
I won' t go t hrougb the long agony if we would 
increase the price of silver to 77 cents through to 
1 41, why, that would remove everybody ' s worry and 
he could promise me that fifteen Senators would go 
to work. on Mr . Adams and they didn ' t th~ we ' d 
have much troubl e getting him to vote. 

bo I said, •Well, Key, you•re a pretty good friend 
of mine, and do you think hdacs • vote is worth two 
million dollars?• 

ne said, •You so-and-so, you old cynic .• 

So I said, "As a matter of employment?" 

lie sa i d , •sure it is.• de said, •Well, also -
wel l ,• be said, "I can see both sides of the question.• 

(Hearty laughter) 

Pros and cons. 

I ask you ••• 

I hope that conversation is in the r ecord . 
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Blougn: 

!llot z: 

l! . M.Jr : 

II bite: 

B.l.l .Jr: 

oYb! te: 

d .ll.Jr: 

Glls ton: 

White: 

H.:A . Jr : 

ilb!te: 

ii .M. J r : 

216 

-2-

~ant 1 s wonderful . 

It1 s in tne record. 

be sai d , "I can see both Sides of the question." 

now many times be hus beard - we•ve t old tnat 
fellow that two hundred thousand people are more 
than fif teen times the people employed in all the 
mines in t he United States. 

I said, "How do you feel about foreign silver?• 

de said, •Well, I think we better continue it to 
nelp out the l:hinese." 

Chinese aren ' t selling us any. 

l know. 

Aren't there some Chinese working up in t hose 
Canadian mines? 

What ' s this for? 

That ' s what he left me . lt's all the correspondence 
ne's bad why we should raise the price of silver to 
77 cents . 

I see . 

r ut it in the safe and look a t it Monday. 
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TREASURY DEPARTMENT 

INTER Of'P1<2 COMMUNICA110H 

DAft ...... 1 .. 

TO 8oon~a~ 

llr. Baa~ 

'!'beN h aUuhe4 hor.wUil a ta'bal.ar oo..,.rl•a of the 

aotual Noo1pto tor jprll 19}9 ... tor ~ t1rot toa aoa.ao 

ot the tieoal 7oar 1"9' u ooatruto4 nn ~o ont­
aat .. N4o ill the .r .... l'7 19n ...,., ........ 

ror tbo •ll• ot April the u'-1 HMlpto "" 
1268.} .Ul1ollo u 0011PaN4 With aa ooU.to ot 1178., 
aUlion•• !hlo ropNoollto a looNaN ot tlOo} .U.iloao, 

or }. 7 poroOD11, llolow the ooUMtio. J'or tillo tlooal 'fOal' 

to dato total rooo1ph tio •oaoral ... IPOoJ.al uooutio 
uoatod to ~.~.5 .uJ.loao, u ooatrano4 With aa oou­

aate of 111-,57••• a1.1l.loao, tfblall NJIN-ti ti!Ool lllllloao, 

or 1. 7 poroont, •ro tillaa 11M ootlatio. 

Attaobaollt. 

'"17 "'-
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0 218 CoaparUon <4 est.i&ated l/ and. acta rec:C.pt.a ror AprU 19:19 and. 
ror the first ten .antba or rucal. -rear 19119 

-
8.-x,r tabla- da1.q Treeeuey etate.nt beeie 

Cielleral and. epecial 80CO\IDte 

IJrt.emal .....,.._I 
~taN 

Tax oa -..1...t em"i~t 
Kl..looe:u-u.e intemal renuue 

~tea·· SoM•l Securlt:r Acta 
Ta:u 'll'ith reepect to 
~ (titl.e vm) 

Ta Oil ~ ot •J4bt 
or_.. (titl.e IX) 
Total, Sooi&l Seo\lrlv Act 

Carr1en Ta:i:a& Act ot 19117 
Total pa,JrOll tuM 

cuno. 
IIUoellaDeou.e ren-• and. receipte 

total reoeipte, .-.ral ea4 
epeo1.al ace wt.e 

(.,11107 ~· 1n lli.lli.one or dollere) 

Apr1119!!9 
I I I :mcr-+or 
aa.tiaeteda Aot~ 1 clecreue -
areoeipt.a areoeiptea mr nt1•te 

40.9 
• 5 

160. 8 

29.9 

11. 5 
1111.4 

.8 
M.O 

2116.2 

28.8 

115. 8 

278.8 

J fgpgpt J Pm:nt ' 

119.7 
.8 

155. & 

27.1 

2 . 8 
29. !1 

.4 
110.11 

226. !1 

29.4 

115.0 

288.11 

- 1.2 
+ .1 
- 5.5 

- 2. 8 

. 7 
- 15 . 6 

.2 
- 15 . 7 

- 10. 11 

+ .8 

. 8 

- 10.11 

- 2.9 
+ 20.0 
- 11 .4 

- 9.4 

- 20.0 
- 10.6 
- 1515.15 
- 10.9 

- 4.4 

+ 2.8 

- 5. 8 

- 11.7 

'!'rMnr:r ~. Dl.'t'ieion <4 1!8..arcb end St&tietioe. 

Jpl;r 19118 - 4pr11 19§!1 
I I I lDorl ... + 01" 

aletiaateda Actual a clecn- -
areceipte 't"!ceiptes mr M''•H 

I tenmt I pPmrpt 

1,719.& 
5.4 

1, 81.6.7 

417.1 

82.15 
499.4 

82 .4 
581.8 

4,1215.2 

281.7 

1711. 5 

4.,578.4 

1, 78&.2 
5.0 

1,862.8 

418.0 

n .o 
509.0 

82.1 
5!11.1 

4,212.9 

28t.o 

158.8 

4,858.1 

+ M.t 
.4 

+ 115.11 

+ •• 
+ 8.7 
+ !1.8 

.I 
+ !1.1 

+lDII.? 

- 12.7 

- l8.t 

• 80.1 

+ &.8 
- 7 •• 
+ 2.0 

+ .2 

+ 10.8 
+ 1.t 

.4 
+ 1 .8 

• 2.7 

- 4..5 

- '·' 
• 1.7 

..,.., l.IIH. 

'J,/ ~ dietribution or eetiatte for rucal. 7Mr 19119 appeerina 1n JIIDUIIr'J' 19119 Jlad&et a ...... 
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TREASURY DEPARTMENT 

INTER OFI'IC& COMMUN1CAT10N ......... 
~ROM J, L J'ol.,. h. 

11r. ~~~rut, u a 1nter .......... to,_ ..ur "-'• ttl IIIIF 1, 
1939, e~~~~eno tbat, 1A 1111T- 191 '- &o tbat tile. ~Ill&) .. 
baYO tor --•· )ll'OrtaSAa oiiiDaltl llo .... t• .n..atac tile U• 
'Ida& tile r o4uoUCID ttl pllft-a- i9tN CID boob 1i11.l apln, 

II)' l'llbllo IIMollltica Jfo. 48, ?SU. 'oni; -· tile aaMrit) w 
proo1a1a .unooUGDO ttl }IOft&l IUoo ._. moaobA to 3-. )0, 1m. 
Prertou eozt..aiGDO arc w 11o t....t utile .ton ttl hllo 16, 1m 
(48 Stet. 2S4) •t1Ue4 •.Aa An to JlftoM tile GoMl••o t'az t• 0.0 
Tear, t o ...ut) ~ llatoo GD 11111 •uor, _. tor Otloor Parplooo•, 
Sootlca S1S ot the .._ An ttl 1934 M4 l'llbllo IIMoldica Jfo, ~. 
74tll C"ftVMM. 

Iah1'11&1 ~nau 18 - J11NJUi11C a ann ot a ~· rooolaica 
to m4111<t troa 1939 to 1941 tile tiM ot o:r:plnti• ot oerkia llioool-
1&- '-• It 1o the pa:zsooo to IIUaal.t tor tile OGD014-Uca ttl 
Jlr, 'l'v1M'Il fto OO}l&ftto tlnn&, cao relaUJJC ool&lJ' to tile llhoollepeou 
tu.o I"Qaae4-.,. ftriou oooucao ttl tile Iat&rll&l ..._ Coclo, &114 tile 
O'ller ann to 1Ao1114o aloo - cn ... ica Oil \llo oqdr&U• ti&M troa 1939 
t o 1941 ot tile prorlaiao ttl Sootica 1001(&1. u 'e4, ot the !ln-. 
Ao\ ot 19)2, .... aloo tU prort.oieo ttl ••• u. 2 Oil ... An ot hac 2, 
1933, 91th l'OOJOOt w the JCIIIft ot no PNoi._t w ~ a .un­
Uca ot ,.. ... ntoo, ftl.a latter ann u to 11o IIUaai.U .. ca tile 
cc:;; 1 o1 Uca tllot tile !'oft ottioo ~ w11.l .u~ tile tloM ot or­
plre.UGD to llo Olft.a.& t• Wo - )9&19• 

llr. 'l'vl.Ma -- tllat ~ ott1oo -. u oiiJ$0UGD to 1AooiJOI'&tiJic 
in &IQ' 1011al&UCID '01110 -. llo _.... tOJt _..,.1., Oil oaao1eo -
nl ulllo JII"'rtoieo tor - .neotca ttl )lt'OrtolCIDO rol&tiJJC to penal ,., ... 

Ia • letter tl&te4 l'oii&W.r7 7, 1m, JOOl &lhi ... tile PNII1._, tbat 
tba •\tor ot atle41Jia tllroiiiP t1oool 1941 tile ,...._, ~ Uno­
-• ,..-.. nto tor --1ooo1 JOft$.1 11&11 -.... 11o011 noee4 tor 1A-JIOI9-
Uca 1a tile ann ot 0117 - 11111 aio tlalo ~ _. proparo 
tor IIUaal.aol• to tile Oeepou twU& tile ,...._, 8oul•• • 

i.JJ.f/. 

i 
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MAY 6- 1939 

11r ...... 1a a u.w. • ..._... "' ,.,a ..._ .... of 1111r 1, 

19!19 t RU_.. \llat, la _, - ae; - aa \II&\ \lila tJ 1 MJ' 

lana t07 - t '• }IIOWlaSa Nn1A 'N .... tw m=f1"1 U. tboa 
..... tU ~of,... ........ - lleaU wUl ........ 

., I'IIIIIUe s-lat• ... 4-1. 7'U o=a -· \lila -~\7 "' 
proala1a eN1t1•U..U ot JN'&l ..... - ........ "'J-. , , 19,)9. 

Prertou -~- "" l o " t o.A 1a t ile Aft of ~ 16, 1m 
(48 1 \d. ~) •UUe4 •.aa Aft \e ........ U.. !Ia•' l•a '1'u fair C11M1 
y.,, "'11o4U7 PoN\&.1 ia'- • lkU .. ,h,., _. tv Olur Pupc1••· 

a.u ... ~' of \lila • - Aft of 19" =t ..Ua ~••ua ... )6. 
74U QOea~q~c.-.. 

la\..-1 · ·- la - ~ • tnn of • .,.iln .-uua 
"' ...._. n. 19)9 \a 1941 , .. '* or ~u. at MJ'taia .u.l• 
hn- "'-• n 1a \lila ,...., 111 \o ...at ror \lila _,....,u. at 

11r. Tvl - no ..,...-.....,._,- ...U.tlllc ~ "', .. ••-un n 
- ''Q' d • w.n- _,_ at \lila lal t.-1 Jloi"f I CoM, =t \)Ia 

8\llaJ' «nn \ o laalw h &lao • _. .. .,. .. ot \lila .....,..u .. .. -. ,_ 19)9 

\o 1941 at \lila ~ at .... Soli lOOl(a~ .... • . . ... ot U.. Il­
Ion ot 1932. ... &1110 \lie JNflal- ot ... u .. ~ ot \lila Aft at hila 2, 

19)), tllU. _,... "' ua. ,...... or \lila "-1..,, "' prn"l• • ae41tlaer 

U. at ,.., p ,....._ ftla Loner a.t\ la \o M .-.att W • \lila 

Q SIIlU• U.t \lla .... ortt .. Jl;; jiU? ? lllll wl.M \lila .... ot-
pba\1• \o 'N ..._... tw ,_ - :r-an. 

llr. 'l'w~ -- tllat Ilia otf lM 11aa aao M~t.a \o la .. a.-atlac 
111 .., lell.tdi• ..... .., " ....... ,_ ....... , .. ot .alae '-­

M\Ua ,....~for lobo atWI'OII at~ HlaU»c l o peetal ....... 
Ia • le\\ol ..... JWINalo)' 7. 1,, ,... ~ .... d .. , ... 

,.,_ •''- or .n.u .. ~ t18Ml 1941 \lila ~· , ....,..., .._. 

_. ,.., e a\a rw -~ PM*-1 ..u -a... '"- _.. tw &a_,... '* 1a \lie....,.. at..,... . wu ..w.a U&a De,..,._..., ,......,. 
tw tth'•l• k U.. Opel- twbc \M p: I rt -.,_toe.• 
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..,-t .. cc• •• ._.....,.til .. 
to-.1110 . ...... ,.-.AU .. 

G REitQAU M . W O LP'P' 5 ERN ST 

28 8 MADISON AVC N UC 

NEW Y O RK 
.. ._...._.,., wo~t'"P 
ooc.••!• "" , .... , 
- ·· ,J ·H-floO - ..u.cc • oliN'" ... •• 

...... 1/'Ci.ol · c::-• 

..,..o-... .................. 

Hon. Henry l~rgontbau, Sr. 
Troluury Del"'l'tlllent 
Waahtngton, D.c. 

Dear !leary: 

l.!.a7 1,1939. 

On NoveJiber 1,1938, tile Pras1dent 1111111d a procl.al0at1oa 
reducl.na the po•t&£e r Gtes on books. His power to do co was origin­
olly conferred by a atatute, first paasad OD 1une 16, 1933 ( B.R. 
:1040, Public t.ct. No . ?3, 48 Stat. 254), entitled •.~n ;.ct to !Xtend 
the OHt '1'ex t or ano year t.nd modify postage r a tea em mail catter and 
tor other purpocoa. • 'Dlo operat1oa or this et .. tute , and thus tbe 
Presidential power to proclaim modH1cat1one ot postal rates, has been 
twice extended, onco to 1Uly 1 , 1937 by n 1oint neaolution to Provide 
Rounue and tor oth&r purpoeeo (June 26, 19315 , 1i.1. Res . 32i,PIIb11c 
Ilea. No. 36, 49 Stat, 431) 11nd agldn to 1uJ.¥ 1 , \939 , by a Joint Re­
ao1ut1oa s1m11arJ.¥ entitled (1Une 29 , 1937, R.1. nee. 375 , Public Rea. 
48 , 50 Stat . 358) . Onle11 renewed, tbe prea1dent1el po'l<er with re­
-•t to flexible poetel rates o;:;piree CD J\ule 30 ,1939. 

I hsd hopad that be=<l!'e t!lat d .. te the Post Otfica Depart­
l»nt would ha1'8 collated .. rfic1ent data to warrant tho incorporation 
or the rates prortdad by the President into poet..ol log1alaticm. It 1o 
~ im9ress1on that the Poat Otfiee Del"'l'tclm t will not be able to make 

a oatistnctory report on the mntter 1n time tor the enactment i nto 
postal leg1alation prior to J"une 30 , 1939, 

It ia tbarororo l.mportant that the pro'fioione above re­
ferred to , now inoorpol'Oitod in the r onnuo legialo.tion should be re­
co.cted in some ror:n in 8"1)10 t!.ce to permit U:o President to ext011d 
hia No'fember 1,1938 proc1...,t.1on for another year, ahoul<l .,. ... tit 
t.o 4o so. 

I ........ae that in tho ordinnry couree a e1.mll.ar pl'O'f1410D 
would be included in 0117 new rnenue meaeure or the Troaaurl' tor c ­
actoent tor the comine yeor. It occur a to me, bowonr, that such 
ro'fOnuo bills may not bo introduced lit\d cortt.inlY are not lilcely to 
bo pasaod prior to 1\lne 30. It is tmportont th"t the presidential power 
•'1 t h respect to postal ro. tee be continued pro~tl¥ eo ae to 1ea1'8 ample 
time tor the Prasidont t r, act 1n regard to the•• book r atos 8114 other 
Mttera. 
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GRonNBAU N , WoL~~ a ERN aT 

I would like to drop in to eoo you 1n 17uah1ngton ocmo­
t!.:Aie during tho wook ot llay 8; :you eet tho day end tho tilDe. In 
tho mo1111wb1lo I thou~t you might bno oanoone 1n you:r office look 
into tba o1tuat1011o 

At ~he ttmo that tho Proaident eii!Md tho bookrato 
procluAnon, he asked :rt. 1.!4184 en4 Dr. 1o1m Studobe.lcer to nop 
01> oyo oc tho matter. '!'Ilia thor han 4ooe end throl1$h a cOlllllittoo, 
aa indica toll 011 the enclosed lot tor hoed , I hoYe taken some ot tba 
load ott their ah<Nldoro. I ""' undina a cow ot this letter to 
11111 nnd 1o1m and 11 :you deoiro, ,. could arrengo to l:a.Ye t hem 
prooont e.t such til:le ... :yau oot during tho week of l!A)' a. 

It I m1e}lt make a ougootion, I bon 1n l:lind that tho • 
oxtenoion of the President • 1 power be a oporBtol:y om acted b:y a apocial 
piece of legislation , or 1 t might be c.tto.ched to some other pen41n6 .. 
log1alat1on . In any event, 1t ought to be enuctod into lan botoro 
:rune first oc aa to prs•ent llftY h1Btuo in thoeo r11tes. 

Beet to :you , 

Enc (l) 

Copioo aent to 
Boo. 1-. l!.llaad 
Dr. 1 ohn Stu<lo boker 

Regraded Unclassified



NATIONAL COMMITTEE 
0 ABOLISH POSTAL DISCRIMINATION AGAINST BOO 

285 MADISON AVENUE 
NEW YORK CITY 

CAiodonie 5-1512 
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('Pvawo RaoL'DTiox-No . ._74m CoxoUM) 
(B. I. Reo. Uf] 

IOTHT RESOLUTION 
To provide ,..,.ue, ud tor other plli1)0iel.. 

224 

Httoketl by tlto SOftiJU Gftd HfNU of R~ of lA. 
U•iktl St~• of A........, ;,. Oongru• ~W, That tltJe IV, 
01 amonded, and parts I, II, m, and IV of tiUe V, u amendedl 
of the Revenue Act of 1032, are further amended bJ striking ou 
"1035" wherever appearing therein, and inserting lO lieu tbo~Wf 
·' 1937". Section 100l(a)1 u amended, of the Revenue Act of 198i

1 IUld seel.ion 2, u amend0<1, of the Act entiUed "An Act to u:tena 
the gasolino t.u for one year, to modifv polta(!$ rat.ot on mail 
matter, and for other pu~."1 approved :June 16, 1933, are furthw 
amended by et.rilr:ing out " IVM " whenver appearina tbtrei.n, alld 
ioouting in lieu thereof " 1937 "· . 

Approved, June 28, 1036. 

"''lo1·MA.c.L,' r I i.l. I'/ j ..1 

~"b ·' ~~ ra ~ .. w r/""1 

• 

1. . 
• .. I 
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SDATB 
f.alsdv .. 967 

{ --.;. 
No. 820 

EXTENSION OF CER',I'AJN EXOJSE TAXES AND POSTAGE 
RATES 

Mr. R• ••110w. bom tM Committee on Jia.&Doe, aubmitt.ed tbe 
foUOYiDc 

REPORT T 
• (To-- B. 1. Boo. D4) 

Tbo Commit'" on Jl'iniJioe to whom wu "''erred the jo!ot rMoh>· 
lion (H. J. Reo. 824) to provide ....,enue!IJid for other pu11"*'!1, ht•· 
ing conoidored the lame, ':"{'Oft flvorab y tb....an witli emendtnen141 
.ad ...commend thot the jomt reeolution u amended do pau. 

Under oxioliog law 06rt&in oxciae tueo become inoperative &Iter 
June30, 1936, e~rtain otbOfl bocome inoperative after J"ly 31, 1935, 
.ad certain otbOfl will continuo to operate only at ~utied rote& or 
with inereued oxemptiooa alter June 30, 1936. In additiOn, tbe rail 
OD oonJooaJ, firot.oC)UI mail matter •ill be oubjeet to muetioD from 
3 ceniAo to 2 eeoiAo after June 30, 1935. 

U the temporary tueo, and t.be temporory ine...ued roteo or de­
oreued exomptlooa, and t.he temporary inereoaed rote on nonlooal, 
firoWU. mail matter aro permitted to lapoe at tbla time tbe 'l'rtuu17 
r..,.. a total annual loeo ol rt~vonue ootimatod at noaily 601 mlllioa. 
doU... aa will be abowo '*-I tor in t.hD report.. 

\rue t.he P'-nt liniJicialeondilioo of the T!euu17 io eoollflli.nlr 
and while tbe P'-Ot "'•enuoo aruoroewbat groate than the oricinol 
ati.mat.ea, iL is the opiaioo or 1our committee that the revtnufll pr. 
vided br tho wnl'"ra.ry provioaooa above referred to cannot be opared 
"tbio ume, Tbls view waa up,_j bf Lbe Prooidont itt bio m-.,. 
Ln.IWnittina the Dudpt for 1930, in wbleb be &aid: 

WbOe l do DOl coMLc:kr t\ r.dYleable at tiki. time io Pf'OPC* •n1 DeW or addl­
Uooal W• for lbeiSMalyMrttao, J do recommend t-haL \be CooC'reN \a.kt ~ 
b1 .Wtab'-~Uon \o P\tod t.bt 'Dfeeel'·neow. ln&em.tJ..reveaue LU• wh~h 
uDder uttttna t.w •1U nplre ADl Jun• ol JWJ, and &Lto \o mafnC&Ja the currtal 
rate~ ol lhelti '-l• whteb wUJ be reduced nui June. J conaider lba' aucb t.u• 
are DfC8MI7 to lbt Onanclcc o1 the B ... dpt tor 1$38. 

• 

. -~ 
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2 P.Xl"ZN'SION or C~.RTAIY BXClS.E TA_Xr.:s AND P08TAO! AA't.P.8 

1, llwlt _,...., , .. ~ 1 1111, 1oo. Ua<llle .-w ....... ..., .... u-~oc~ 1o 
.w.alJ In IM ,_..., bolcl«et ollbe l'oot om.. ~ot, UO booaod oo u,.-
11 oloe olthe ~-• pootop rat• for-'-" 8nwa. mall. u-.u.r.­
ll "=.rta~ ,he J)OIIt.&l UPftli'N ror J938. wbJeh. indi;Jde l~lp Mel aJrnan 
•~Wdlot and rrea .. ~ ol Oo~t mall. will bo lne- br aboot 
175 000000. aU o1 whleb .rtt1 become an added burdtn on the - toera.t ,.VtDUho( 
cbe 'TrM..ury. r, therefore. rteOD:l.lnmd tbe exterllfon ol&he :J..c.e.ot rate. 

At the clooe ol the 6ntt 10 months o( this fiscal year, on May 31, 
1935 the total receipts or the Federal Government Anoounted to 
S3,3:i6,733,841 . These 1 oo.cipll! wero $612,186,67 I i~ oxce811 ol tho 
rooeipto lor tl10 corrco(l!>ndmg 10 mqnths or tile Prtvtou.o •llec&l year, 
Tn other words rccoiptO ibis year show an incr<!aso ol more tbnn Z2 
pcrcont over lt.;t yMr. The total eX]>Cndituros C!Jr t·!le ftn~t 10 months 
ol tltislisr.Jtl yoar amount to $6,470,205,136, wluch 18 $08,422,410, or 
llt J>Orll<!nt, in excess or lho cxpenditu!"s Cor tho fintt 10 months ol tho 
previous fiscal Y%'· rhe toW ~'PI.f• exg'l<l<l thQ. NIIJ'Ui..t~cnerat 
expcnditul'llOI ol the Government by nearly $100,000,000 lor the fuwt 
10 mont!"' ol thls yoar, but i~ must be borne in mind tha~ the 
emergency expenditures, under the relief and reeovery PI'Ogram in 
th~ sa'!'e periO!I amount to '!vor ~.2~100().000, I~ is obriowo that 
uj>end•tuioo "'" exceed rcceJpla m botn the current liacAt yea.r 1111d 
1he next fotcal yo.r to an ext~t which ,..ould mAke extremeJY unwise 
a d..,......., in tl1e Federal nwenues. 

The joint reoolutioo as pu$ed by the.-Hbuse exUtlds Cor a ~riod o( 
2 years all theoe temporary pro•"isions ol the revenue laq which brinJ 
in addi1ional revenues and which without legUiation will automau­
cally expire within the nut 2 months. Your committee bu amend­
ed the tftOlution so that theoe provisions will be extended (o~ only I 
YMr illltcad of 2 years. It is recognized lhnt some or thotc excite 
la.tes are objcclionnblo or contain objootionablo loatureo, but obvi­
ously, we cnnnot •!ford to lose the revenu& pro•'idcd lor by thooo 
oxci.., lftl<Al8 nt thio limo. 1n conformity with tho J-year cxt.enaion 
above notod, tl1o joint resolution as reported by your COD\nUiteo 
cx~m!W. to Juno 30, 19311, tJoe power granted to the President under 
C>JStmg law to roduco U1e rat~ on nonlocat 6ret-e1880 mail msttu. 
Thus if tho Pr<!eident finds, alt<~r a survey, that conditions .. warr&nl 
br can reduce tho 3-eent postage rato at any time. 

In order to lbow tho taxes affooted by this joint reeolulion, IJ>e 
actuAl revenu01 derivod therefrom in the fiSCAl year 1934, tho .. ti­
ma.ted revenu,. to bo derl\·ed tJ>ereCrom in 1935 and 1036 and !be 
08llii1Atod annual looa in revenues to be expected from a failure 10 
oxtend th~ Preotnt temporary provisions or IJ>e existing revenue ta,..., 
the lollo.-~~~g three tables are aubmitted: 

•• 

lln'BNBIOif or CIUtrAJJr UctSa UX2s .U'D I'OSTAQE &4TII8 

T.a•LIIl.-8u4f~atu ·~ lo rq.o~.,_rttkr cn.ti-.low 
3 

..... _ 
~ 
~-;:, . ... 

tket oa Urw IWid tub~~. acno cn.era.. 
T "•L& 11.-&a,. lozu niiJ«tlt~l'f.dll.ctitlft vntkr cnltin1 law 

0 
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HOU8B OF BJ!PRESBN'J'ATIV1!8 

EXTENSION OF CERTAIN EXCISE TAXES AND P06TAQJ: 
RATES 

Jun 14, t935.~rumllled \o t.b,Cclmmltke ol tbe Whale Bouae 0.0 1tbt •li.W 
ot •be Vnloo a.nd ordtr.oed ~~be prfnitd 

Mr. DouoHTON, Cn>m the Coaunitto<~ oo Ways aod M-, oubmiltod 
the followiDc 

REPORT 
ITo .... .,.,.., U. J. &o. 824) 

The Coaunitto<~ on Woyo and MellllS, 10 whom wu rcfe~ tho 
joint reoolution (H. J. Roo. 324) 10 provide rov'llluo, ond for other 
purposcsJ having bad tho tamo under consideration, report it. back to 
tho House witJ1out an•and.mont. and recommend that the joint. rMOiu· 
lion do pA$6. • 

Under existing law, certain exciae tuea beeoma inoperative alter 
Juno 30, 19351 certain others ~me inoperative after Jul,y 31, 193S, 
and certain OUlen will continue to operate o·nly at reduced rat.. or with 
increuod exempliona afkr June 30. 1935. ln adclilion, lbe n10 on 
ooolocal, fiAt-duo mail moue 'lri{l be subjoet. 10 reduction from 3 
otntto 2 cents alkr JUD6 30, 193S. 

U the kmponuy tAXoa, ond lhe kmponuy iocreued nUll or do­
creased e::ruona, and the temporary incn..aaed ra.te on nonlocal, 
firat-d... . · matter aro ptnnitW 10 lapse at this lime tbe Treaoury 
faoea a total •onual lou of roveouo eotunatod at nearly 602 miiUon 
dollara aa will be ohown beroafter in this report. 

Whifotbo present fmanalal oondition or lho Treasury ia oncour~n~ 
... nd while the prcse.ot rovenuae aro .omewhat. greater t.han t.bo otigin&J 
eatimates, it is Lhe opinion or rour committee that. r.ho revebuN pro. 
vided by tho temporary proriaoona above r•!erred 10 canno~ bo ept.rod 
a~ lbb limo. This view wu oapreoaed by lhe Prffidont io hil meN"iO 
transmitting lho Budjret lor 1036, io whioh he said: 

Wb1Je [do not cona6der fl. Mv~Mi* at thS. Ume to~ aD.1 .... or Mk:U­
tlonal t..uee for tbe e.eal7Mr 1111. l do • ft'l d t.ba' U.. ~ t.Me .&.pi 
by .ul~ lf3W&tloe to a\tnd \.1M ~ latcna.U-reY•ue w.. wh.ldl 
Wider u:i:ltitt& law wW uPn: DU\ Ju. cw Jal1. aDd allo to m&taW. tM cuneo\ 

u. a.,.tm.74-l 

• 
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'-ot ..... tu• wb:ldll wW be redu.«d nut J tme. r coa.tkttr ~ .. Rid "-
,... co 1M laanell!:l ot&be,Budp& tot tt:M. 
.,~nte&.loo, JAA1 J a-1_, &oo, d••l c..be po~:l.al reven,~ ., •lbkl.t ' 
Mull te t.bt MIMied budp& ol the Pott Oflioe DeJ)I.I1;~&, are bued on lb,tft.. 
1 loa ot tht Mot. pc~~t.ap rate tor nooloct.J lir~t.-elul man. Unl• tbai,.. 
~ ~\lnutd, the poei.IJ tx:PftJ• lor I 038, w-hleh lnelude ttH.mablp and alltrlf\ 
.u~ldle. and tree eArrlap ol Oovunmeot mtJJ, will be lhei'MtOd by abo..~ 
an 000 000 all or which Will become a.o addocl burden on the c entral rtvtou•tt 
t.be 'Tre:Uur).. J, tbC'.r.!fetr, l'(!com.meod lbe ext.eueion ot the a.;oe.. ... t. ral&, 

AI d•• clooe or tbo fi"'l 10 mouths of this fiscAl yoar, on May II 
1936 the ~<>1•1 roceipta of tllo Federal Govomment •n•ouot«J ij 
13 a:io 733 841 Tb..., .....Opta were S612,186,67 I in ex..,.. or._ 
~ip~ ro; th~ co.,...pouding 10 mouths o~ tho previout fi!Cllyeor. 
Jn oth.r word• ....,.;pta this year ebow an mcre.ue or more thin 21 
pe ...... to••orl~t y .. r. The total expendiiW'OII f~r tho fll"ll 10 DIOnllo 
or tl•io fiiiC&I YNT IUDOUDt .. $6,470,205,136, wlucb 11 S98,422,410,. 
I )I petO<nt, iD •• ..,. ol lobe expeudit~J!M for the first 10 montl~tofllo 
previo111 fiiC&I rou. The total recetpla e.x.-1 the f'<CUltr 1-.J 
expendilW'N of1l10 Oo•·emment by nearly $100,000,000 for tho &.. 
10 moulht or tbit yHr, but it mllSt 1>6 borne io mind thu ~ 
~'l:'I'•<:T erpooditort~, under the "'lief and rocovec:y Procrom lo 
the same ptriod amount to o..-er $3.229,000,000. h W obvious t1aaa 
upenditureo will exoted reotipta io both tho curreo~ fi1<&1 :IOU aod 
the nut. fiKalytar lO a.n extent "·hich •~ould make Ulrtmtlyu.nQ 
a deerK~e in tb6 Fedut.l revenuea 

1 n view or the above, your committte recommends tluu all tbttt 
temporary pnwL~ions ol the re'·enue laws which bring in additioaal 
rtwtnutt and which without legis.lation wiU autornatiellly upin 
within the next 2 montbJ, bt extended for a p~riod ol 2 ye"~'~· Ja 
IJJite of this l'ft_Ommendntion, sour eonunitteo believe. tha~ theM 
taxet tmd the higher postAge rate should be removed as aoon u the 
condition of tho ·rro•sury permit$. That timo h .. obvioual! 0<>1 
arri,·ed as yet. The 2-year e.xtcnsion period i.a seloetod 1nertl, 
btcause it i11 not yet. AJ1J>tln'Dt that these addition Ill rel•enuet ean be 
11paf't!tl before tile t.xpiralion of such a ]>4".riocL However, il condition~ 
ptrmit, tbe Cort.gffM unt or COUJ'Se TemOT"e these taxee in , •hole ot 
m por~ btl ore If~e exprollou of suCh period, In addition, t..be joi.ol 
rtoolullon uttnds to June 30, 1937, Uoe power granted to the J'rHid<ol 
undtr txitting law to reduce the rtl<l& on oonlocal first<! .. auil 
mann. n1uJ, if tJw. PJ"ftident finds, after a sun•ey, that (!OndiU. 
10 •·•rra.nt, be un reduH the 3-unt postage nte at. an.y time. 

lo ordor to lbow tbt taxes aiJected by this joint ._tucioo, tilt 
u\uol ,....tnoesdtri•td tbtrtlromio thefuleel yeor 1934, thoestim .... 
rtHnues to!>- dtrivtd therefrom io 1936 ADd 1936, md the estimatt4 
anou.t loeo •• ,.,..uu,. to 1>6 eX)>kt.td from a fllilure 1<> oxtend tilt 
pffSent ttmporw.ry provisions or the existing ret>tnue lawt the foUo•· 
1ng thl"frt tables a.re submitted: ' 

·-
PTI~SJOX' 01' CUt"fAOf U O'IIC 'fUQ All-0 KWTAO& II..U'a 

TdU 1.-s.iM ,__ •MJ«t et,.,.., ............. 
.... _ 

- ......... ........... ..ualloll., ...... 
=,:,~ 

,..._(u .. ._ .. .,.....,_ .. ~ --- .... ..._ n,.._ Ad IID2 _..,. 
-~) --- ...... -..... olbo14L........--... • ••• _ 

"' ........ ........ ... ...... ......... '-liiiiOCt. .. - .••• • __ 

"' ..... ~·-···-~·- ... ...... . ........ .. ...... 
~--......... ru.--.._·-······ ... '·-- ...... ...... ...... ........... _·-····-··· m ........ ...... .. ..... ... --. .. ,...... ________ 

··-··- ....... ...... .. ..... ....... 
""on. n..,. ...... ~......, ... 'I:.T' ................. J ......... _. .... 

Te6N 111-&w•.., 

~~:~::~--~-~-~--~~~ uos. s.w.ooo 
E.dma&.ed reYmue r.rom above tOt";:~,...,. IW-- ....... __ u.., .(28, 711,000 
F..tlmaled revu.ue hom abo•• tor y.., 1036 (lr &uee are 

.... u. ....... _,bub)............................... 438, 001, 000 

Ee.tJ.w.ated annual a. ol nvmue on 103CI bMf. (it l.toapor&ry 
\axee &nd rata: are not. eonUnued)'-··········-··-····-····· t26,(JgJ, 000 

Ettimatcd &anual 1oe1 ot revenuoJlt ut.-Un1 tc!mpor&r)" law in 
~t. t.o poltal rate. Ia not CIOn nued)......................... . . 76,000.000 

Orand total eetim.t.Ud AIUiual loet or revenue (IJ ufat.lnr 
temporary laW'Ia,. not oontlnuf!d) ........................... 601, DOI,OOO ----

1 l.o. 1t1t e..J ,_, , ... ,.ht be~ HI.CIICIQ,GOo ... l.bu tilt .....a Ac1n II""'---~ 
WouN bt .._.Ill Lbltlnlt-UilefU.....,,_, I .. M ..... cfll.-..... tbeWt..U. 
Ofc.ta.e.;J ,_l .... (~,._ ...... .,.., ......................... ., 

- --
• 

jl 
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4 KJTINSIOB OP OBBT Aill 110 18& 'r~ -4liD ,_T£08 UTili • 

In conclusion your commilU!e, ~. ~~ tha~ many o( 

theM tuM ara objectionable or ~niiUII_ObJeeUonable feat.uree,ano..,_ 
ly wgea that tbHC tAXM "!' umpqrarily extended for a ~>mod or 2 
years wilbout change. Aeuon op the \)&rt of the ,Coogreea to remove 
theee I·AXe8 at an ear!ier ~ate or to ~VIJ!O s,amo wtU no~ ~ forecloeed 
by the p&llaj;e of thJs JO~t liiSOJUbOD. Sin~ the IDAJOnty O( u­
tempor'!".l' revenue I.,., .. ;n ce- to be operative after J~ 30, 11135 
un!Me tlua joint fOI!Oiul.ion ~<Dtlllaw before that dWl, ~ promp& 
colliideratlon or tb11 measure •• also urged by your comnuuee. 

CHANGES I~ &Xl8TJNO LAW 

In comp~Wloe with paragraph 2a or rule XIU of tbe Rules of tllo 
House ol Rep.-ntabves, Chang. in 1)>8 Revenue Aet of 193:1, • 
amended made by the joint reeolutioo are abowo as followa: Erieiiac 
law propc;..d to be omitted iJ oncloaod in black bracketa; new mau. 
is printed ill it.alice; existing law i:d wltieh no, change ia propoaed lo 
shown in roman: 

TITL& lV- MA..."''VPAC'I'VIll ... ' EI':CI • • T U:A 

I5XC'f'IOK 101 ( U AJ(IIHOID aT IIC. 4 (B) C) r TN& AC1' ..XT&HDI¥0 TU O.t.IOLIJr& 'I'U 

POll I tiAa, Al'PKOV&D JUPio'l It , 1031, o\,HO UC. 001 (A) OF TUIC JlAV.I'IfUI AVf or 
ttu1 AND All ACT &Nn'1"L.CD 01 A.N ACT '1'0 AJfCJfD 8&CTIOH'tclil (C) (2) OP TH.S lt&RlfUI 

ACT OP ttlt", AI'PaOftO JVJf& II, Jtl4) &XCII.& TAXU OX (I&RTAUI .t.8TIC1.a 

(o) luddllioa to...,.otbtrtuordutTlm.-1 b71&w,lh~aball bolmDGIOII 
a tu: u JWOYtded in aubecdloo (e) on every attide lmponed ln.~ tbe Uoit.l 
State unlet~ t~Uty pro'll~ona ol t.be United St.atee othe.rwlae provide. 

(b) Tho lA• lrupooed under oubeoetlon (a) aball bo lovled, ~J ooU..tod
1 

aod paid lathe aame manner N a duty lmpolle(l by tha Tarift' Act or 1030, &DO 

llball bt lroaled lor tbt p- of au provlllooa of .......... Una to lbo -
--oo a duiT 1m..,.... bp1111<h aet. H«'PL lha,_ 

(I) tbt •oluo oa w!U<h ouch lax oball be-Q&U be lbo oum ol (A) lbt dJdi. 

able •alue (undu oedion 603 of oucb eel) of tbo ~. plus (B) lbe -
dut.iN, It any, impoet<l thereon under an.y proviaion ot law; 

(2) for tho pllrpo!IM or eectton 489 or IUCh act (relating: to addiUonal d'UUN 

in oertaln tuet of u.ndervaluaUon) auoh tax ahall .not. b6 eonaldared ao ad valona 

n ee ol dutt <w a duty bNtd. upoo or ~ in aqy manner b7 the value of 

lbe ertl<lo. eed for lbe - of ooeiiOo 330 of ouch act (lbe oo-ealled -
Will proYioioa) ou<h t.u oh&U oat be eo- a dolJ" 

(3) ouch lax ohaD not be lmpooed upon ao7 article lmporied prior to &.be dolo 
on wble:b thle &.iLle iake. etrfd.; 

(4) no drawback of tueh tax (exoe.Pt t.ax paid upon the lmportatfoo or ao article 
dcocribccl In auboeeUon (c) (4) , (5), (6)l or (7) ahall bo anowed undtt oeolioo 
313 (a), (b)1 or (I) oltbe 1'...ur Act of taO or an7 proNion of law allowllll o 

drawt.tk or cuttomt duU. oo a.rticb ma.nutaetu:rtd or produced with tbe.., 
of duty·pald maWriaJa• 

I 
($) ""cb '-' (ox"'J>{ lax uncler aubaeclloa (e) (4) to (7), lnclualvo) aball bt 

mpoil(!d tn full uotw1tbltandlng any provWon o1 law puUq e:xemi)Uoca ,_ 

or reduedo11 of dutiet co product. ot any l)OIIe8t.ion of the tfnlted &.kill; .ad 

!•:, '~P"S,_. ot .,., .. unde• oubaeclloo (e) (4) to (7), lncluoi••• ll>o ._ 
·~n•~', U.lc!l''loco:ludee Putrto Rioo. 

(c) no.... lo "-by lmpooed upon U.. r~· artie._ eold ia llle lloilod 
Stl.tcw b7 tbe manufadum or PrOducer or 1m Into the Un.ited S&a&el. • 
•u al tho ... ,.. hertbi&IJ« .. , forth to b; · b• tho maoa~ ......... ......._, 
(It importtr: • .I ' .... -

( I) Lubrkatln8 oila, 4 ,..,If a ~Jon· bu~ tbo lax on tho art.lclea ~ lo 
khla Par.c:ra11h •hAll no' apply ... ,tb rolf*." to tbo lmport.Uoo aliUCih atUa.. 
·~:""" U.ble fO< u x under IIllo )larag'apb ahall '!'Pin .and Ole bood " 

e:; . lo - 817., M amended. VodeT resulat.iooo .,..cribed b7 * 
--,.....,.. will> 11M aP.PfOTal of tho fl«ret&ry DO lax Q&U))e lm...-1 ...... 

tblo -loa opoo lobricatl~~t~ alia told to a .....,uf'_,_ or prod-ollob..­

IJ18 '!''Jafor _.. b7 b!m, bot for tho p..._ o! tbio IIIIo auch veodeo obollllo 
con5tdtrtd &be manuracturv or producer of 1uc.b Jubrlcatlns olla. 
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• • • • • • 
l:&enOH' ... TAX OH TIAU AHD JIIUI•a TOAU 

TbC!re lll hertb)' fmP'OI"d upon t.be toUowln1 artie~ 19ld by tho m&Qufacturer, 
proc:hiQI'"r, or rm~ner. a. tax a.t tbe foUowtns nUll; 

(I) Tlrt1 whOU.., or In puC. ol rubber, 2M eM tit. pound oo total nlaht (esetu .. 
•lve of nMtal rf111.1 or rim bu.), to be dc!Wrmfned under rtplatlotlt ~ 
by tbe Com•Wonu wfth t.be_a.ppro•al o1 the a.cr.tary. 

(2) hiDer tubN (tar tlre~) wbOl,ly or {Q pe.r1. ot rubber, 4 est. a pou:Dd oo to&&l 
• ftaJat, \o be det.trmJ.ned UDder f'fFJaLioclll ~ bJ $he C,..ml ( '*' w1tb ibe approval ol "'- Secrd&ry. 

ll&CTI03It ... TAX ON 1'0U.aT PUPAI4TIO:n. aTe. 

Tlom!lo......, lm- vpoo lllo folio""'•""""" - b7 tho.,...,..,_, prodQ('Itf, or Import«, a tax fquf'laleat to 10 per et~~~W• ol tbt prk.e for wbkb • 
tOld: PMu-. .-e:nl~Mo utrada, toilet .... kn. C~C~~~MUc.. petroleum~ ha1r 

• 
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UCI'IOW m. T.U: OJif a.DlO •ICC'afYiliO llt'N, ft'C. 

,...,.Ia ....... , ""-.... lbo follo""'c...,..,.,-., ""'......., .......... producer, or impori.eT, a w equl•alotn~ to 6 per oeal.u.JD of the prloe trw wtdeh eo 
told: Cbuoia, --., tuboo, O<PI'Oduollll uol,., poweri.?!Et" ood p...,_h 
rn«"ha.n tui~e for u• f.D oonnKLion with or u · ot radio rectllvtni aet.e 
or oomb~ nwlla food pbcnosraph Ida (tnohldlfll n NC-b eue putt, or ....., 
totiN tllmfo.r tOld on or lu oonuecUon there-ltb or with the l&le t.be7tol), aDd 
rtootdt for phonographl. A •'- o1 any iwo or mo:re or tbe above article. •hall. 
tor tbe purpoeo of tblt eeoUoo, be oon.tkloot«< a .alo of oa.eh ecparaU!ly. 

I 

' 

• 
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8 JID'Itli8101< OP CEBTADl XXODIB !'Allll UD POIITAGa LU'Ia 

nt:nC»f ... 'US ow~~ 

Tbon 1o borobJlm_.t upon lho foU..wl.oc ~-by U.. -·he!-_ 
producer, or importer, a Lu equlvaleo'- to 6 per eeot.uaa ol. U.. prioe f• wW.e 

oold· I. 
<i:J llo-bold typo ,.&~pralon (for tl"'le or ~;~~ulllplo oabl .. l lnot.'Att,.. 

oporal«< wUia ~17, po, .._,., or oU.,. m-. liM lucllnt f'l<lo or­
oorioo &borolor oo1c1 oa orin o...-tSoo u.or-;U. or wll.h lho Mlo U!orool). 

(b) c.b~eom...-.,-ro,u.,..Won uollo,~aod-... 
{berelnaltet referred &o M "i-efrlcerator oomponeota") f«, or eulteb .. («W U!4 • 

pan of or wilb, any o/lht artlciM enumualed In ou._llon (a) (lnoludl~ In.,. 
ca.e pAI14 or loOOCMOtlotiOT 1uoh rafrlgera\or oomJ)ODOol.t .old on or ln OOODOC-U. 

tbeN•·ll.b or with the .alo tbBeof) exoep~ wboo lOki N oomponent I)AJ1.e o1 eoa. 
p1e1a rtlrif.,..t.ora or rol~ or oooling app&N~Iuo. Under roc.uJaUooo Jfto 

oerlbod b71be Commt.oiolwr, will> 1M approval of IM Soeretary, lho ... UJidor 

lbio ... -- ahall ... owJyln lho -of- of ... ,-rtlripnlor­
ponenu b7 tbe ma.aufaeturer1 Producer, or lmporier \0 a m&AulacturerOf PI'OCftaett 
of r<!riferalott or relrlaeratmc or coollna •PPM!Iu.. lf any •••h rolripnle 
component. are reeold 61 auoh vendoo ol&e.rWlle \b.a.o on or in oonnooUoa wt" 
or wfth the ule of, oomplcto rerriger&tol"' or retrfceratlJ:I.c or oooUq ~l*'atut. 
...an!lftoiU~ or l)tOduood by_., voodoo, then lor lho pu.._ or W. MOIIoo 
lbe , .. odN ahall &o -..lderild lho maaulactum' or procluoor of lho rofrl&mlor 
oomQODU'- 10 tMOid. 

IICf'IOK a. 'l'AX ON aPOit'Tl.NO 00008 

There lt hereby lmpoeod upon tho foUowing artiolc1, IOid by-he rnanulaetl.!_~J 
produot'rtor lmpoMr, a tax equ1va1tntl t.o 10 pe,r oentum of t.h& prloe tor 'lfmca 
.o ..W: enola raeteu, t.toru.l'&C':ket. rra.mes and ltrln~ncta, rac-ket OO\"ert aDd 

. .,._, obteo, ... "-· otil, --..... pad mallolo, -
bOt., 110-. moab, prol<do.., .-and unlformo, root hdmeto, aw-.,.. 
unJfOfmt bNke1 ball 10&11 and unltormt;, .goll bap and clabl., lacro~~e aUtb. 
b.U. of 0\1 klndl, ineludlns booebaliJo, loo~baiiJo, t.ennlo, golf, )ac..,.., bllll&rd m,! 
pool baUaJ tl.ahltlg rod• and tt.'ell, billiard and pool tablet, o.hca and cheokar baud~! 
and p'-. dice, p- and parte of pm .. (exoepl playing earda al!d clu1dreo'o 
toys a.od ~); &od all sim.il&r a.rtfclet eommonly or ooaunerdally kDOWDtt 

spor<lnJ .-. 

IECTION flt. TA.% 0!( na•.o\&ac&, 8R.&LlA1 AND CARTIUDOA 

There Ia hereby lm))C)Ied upon tlrflartll8. sbellt, and cartrfdpt, eold b1 tbt 

m&nutmurtr, prOOuoer, or lmporter, a tax cqulva1ent to tO per ere.ntum l)f the 
prioo lot wblcb 10 oold. Tho lu IRID<*d by thlo oeetlon thall no' apply (I) lo 

atUdoo oold lor tbo- of tbo Ualt.!d Suteo, any 81a10, Territory, or i>oloooiloa 
of lho UoiiOd Slaw., any oollticalaubdiYialoa tberoof, or t.be Diotrfet of Oclwollit. 
or (2) 10 piolola and rovol..,., 

tiC'riON 011. TAX OM' CAIBilAI 

Thoro io borobylm~ Upotl cam<:ru (exoep~ .. rial oamuu), ....tal!lnc ,. 
_.. tllaa 100 poaodt, and ..,_ for ouch --oold by U.. ........,...... 
!:t-,orimporWr,ai&Jtqalnloo•to 10 P<T ..,..,m ollhopri.,.lor -· 

UCTIOH tll (AI AMZ!IIDID BT J&C, 811 Or TRZ &I:YI:NV& ACT or 1114). 'l'AS 01' 

MA'I'CllQ 

'!'bm It hereby ila- upon malchea, oold by lb• IIW!ufacl,....., ...-. 

:.:C"b:'·~~ '!',! _,. 110< 1,000 mat.eboa, u .. pllhalln U..-of~ 
~ - ... ahall bo o ... balf of I -· por 1,008 --..­

a.Otpl t.bal tn lbe fNI ol l&ney wooden matche. and wooden mat.tbel Udll• 

otabo ~ned. ~yed, or colored 1Uck or ttem, packed in boxee or in bulk, Ule W _.. 
v oen .. I)C!r 1,000 nla\.C.bee. 

I&ChO'If Cit. t'AZ Olf eDWIWO OVV 

tbo Tbm It borob1 lm~ upoa •bowiJ!C cum or tubolitula tborofor, ..W If 
priee-r!U:,~~'r'• Pf0d1d ueu, or lmportu, • tax equlvalellt to 2 per f)UitaatA* .... . 
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EXTEN510X OF ('UTAI S U Cl&l TAXES AYO POSTAGE BAT'ES 11 

U('TION Cl'l (AS ,UUL'(OitO ., Ale'. 4 (0) OJ' Tn• .ACT ~X'r"!ifDI:JIIO flU! 0A.t0U lUl 
T.A.X roa I 1'C,U, .A. PP.OV&.D I VHC Jt. Ita). C•t:Dift AXD UI"VJitD6 

~
a) ,\ emdit aph"\ tu under lhl• 111~. Or a rtJund, ma.r be alJo..,·tld or ma.de-
1) to a ma.nutadurel"or J)roducer, lu 1bu amotmt of any ~.ax und~g thll tllle 

• ·I et1 11M been (Mild whh re.pe.ct to U..e llalo or any article (other thu a Ure or 
hu•.-r tube) purchNCd by him a.nd ull(!(t by him • • n~.&tr:riAI In tbe m.anuracturc 
or r•roducdon or, or u a eomr10ntmt part of, '"' IH1IC!Ie with I'C!IIJ>eet. t.o wb.lcb 
tax undur thls title bu beeu r .... ld, or whiC'lh hu t~, told free of tax by vlrtuo 
nt aeet ion 620, relatlu~ W ult .. of artlcll'W for fur&her ruunuJae&ure. 

(2) to any I)CNIOn who hu paid \AX Uttdtr lh'- t i tle ••itb rt!tpect to ao ar\icl~. 
• •ht>n the priee or• which &he ta'( WM butc:l It rudjltlt.ed by reuon or return or 
"""""""""".of the ar&lele or a eovcrlug or container, or by a bona 6de d.bcount, 
lt'b.te:, or allowa.neei In the amount o( that. pan. ot tho lU proporciooa.te: to the 
part or the price wh1eb I• tefluMl«< or trtd.lt·etl. 

(3) to a mu.ulad:urer, produtffo Or lmporkt' ID the aunount of ta.x: paid by 
Mm undf,r tblt title with rftlpeel to l.bt A le ot any &rtlde to • ckalu, il tbe maau· 
factura-, pt'Odueer, or lmporkr bu lo hill f:! ' on •t.Kb 6\'idtft~ aa the rtcut.• 
tiocw may ptt::M:"n"be that (A) tuth article .t&er the d&te thlt ~ tab• 
t«ect bem dtiiTf'tfd by tbe &:.kr to a S tate or POlitical IUbdi..W.OO tbf!tfot 
ror ue Ia the eserdee. 01 a n ~tlal SO"etamtftt.allunetioo aad (8) t.be man-.. 
f&d.ut'ft', produett', or import.H hu rtpiiJd Or~ to tqJ&y t be a.mowt\ 0( tucb 
IU I O tbe ~or bu obtained the ~~ of I be dealer to tbe ..U0W'&DC!e of 
Ute nedlt or rd'Wid. 

(b) Cftdit or refund uodn- aubllftetSon (a) ahall be aUo..W or made onlr IJJ)Ob 
C"'tnpl~ with the ~plation• ~bed bt the Commlwiooer witb the •J)I,ro,·al 
olthe See:rttal'}" 0 

(c) I n no eue man fnterut. be AlloW«~ with N!tpett to any IUDOU.llt of tu 
undt-r thiltitle (:rtodJttd or rtfundc!do 

(d) No o'·erpayment or tu undtr thl• tiUe • hall be (:t'f!dJted or refunded 
(otber••lte than under •ubeeellon (a)), In pun.uantoe of a eourt. docilion or other­
• lilt!. unleM tbe per.on who J)tfd the tax etlAbllthtt, h1 a.eoordanoe with regu)~ 
tlun11 t>rceerlbe.d by tile Comml•loner with the ap/noval of the Seeretary, ( 1/ that. 
he hM not iocludcd tt•e tax In the 1,"~ of tbe a rt d e with reeperct to which t wu 
lmpo~ed or collcettd the 1unoun of cu from the ven~. or (2) that. bo baa 
repaid the "mount of the tl'x to Uu1 ultimate l)llrChfL~~er of the article, or unleM 
be flle. with t~ Couuolst~lone.r wriUtn eont~tnt ot ~\leh ulllmate purehuer h• U•tt 
Allo..,·an«~ ot the eredll. or n!luml. 

ti(;(TIOX fr:IL 1"-I.U .,. aTitiU TBU JIU.)IC'r ACTtla&a, l'll.ODttCita, Oa IXP01CT~· 

In eue any Pf'I"!!In a.cqu.irce from the 1na.nufaet.urer, produt!t:r, or import;er ol 
au artie:~ by bpttstion ollaw or u a rwu1L ot a.n.r tran.-elion not tau.bie under 
till• tiUe, the ris;ht to 41f!ll tueh Art.leleo the tll\16 of .urb article by aueh pt_rtc)n 
•ball be taxable under ~hi• article u tf made by the manufaeturer, producer. or 
lrnJIOrter, and such pc1110n thall be Uabto for the tax. 

i i:CTIOS t'Jl, ~Xt;lU'"t'IOS or Alt'rlCI.IU~ MA>IVPAOTUIU! I) OK rfiOOUCJ:U Bf ISDIA.S8 o 

No ta.x thall be hnpoeed uuder U\111 ~I tic on lUI)' artleloU of na\in1 Indian bandl· 
r~rt. tnanufac turtd or produced IJr lncUan11 011 flwllao J"Her,•atlone, or Jn Indian 
-ehoolt, or bv JodiAru: under &h~ Jutiat£11cUou or the United State~ Qq,·e:rnm«!o& 
In Alu.ka. v 

' 
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• JIXUSI!lOlf OJ' CCRTUlf U C!I88 TAUa AJID PC8UO& ...... 18 

lll'O.- {ADDID aT altC. I o r 'ria ACT UTODI"O 1Wil O.UOU:lfa 1'U roa t TlLU., 
A.I'I'IIOVCD IID'l't'C If, 1110 • .x:aM"lOH P'COM TA% or C&ll'UJX attPP'USI J'Oil 
V&M&IM 

Ooder regulat.io01 P1'Neribed by tl~e Corn.ndllloner, W'ltb tbo approval of the 
Seere-Wy, no t.u under tbt. LILlo tball be hoPOMd upon any &rilde .old tor uae u 
tuelaupoUct abiPI' ttore., eta tlOret, or Jt,tUma.\.41 oqufpment OD v~ olwar of 
t110 United. State~~ or ol6llyforefJJr• naUon, Vt!IIIIM!II employed In the e.htrie. or In 
U1e wha.lins buaincee, or act.uaUy enwod In foN!lp u.de or trfodo bet~n the 
Allan tie and Paeifio portA ol Lbe United St. to. or bctWMn lho Unitod State. a.nd 
any ot t~ J)OIIIIeiUion._ Arllelee manuf&ctured or produced wit.h tbe uee ot artlc.lt» 
upotl tl'le lmport.aUOI) ot wbleh tax hu been p.fd under UU. tJUe, lf lAcleu for u.. 
u wpptle. oo tucb vteeell, •ball be htJd to be exported for the J)UJ'J)OIIrAJ ol eec:tioo 
GOI (b). 

Tlna V- M&ee:CLI •. utaoc. TAua 

P.lltT J.......,.AX OS TEL.EO&APII, TI!L&PIIOHW1 ILUH0
1 

A1f1) CA.8LJ: 
PA..OU.l1'111 

.I!CffOS ,_ ( .46 Al!CXXDSO 8Y •ac. ld OPTII& ~ATIOJIAJ. Uf'Drwrat.A.L aKCOYSa1' .t.CI) 

··~·o. 
(a) On""" al* olM 61 .... \h da7 all« w cia,. ollho .........,t ol W. oet. 

0...0 &ball be u._.._ 
(I) iD the .... ol -h ..q..p~.. --<able. .. radio~ .. -«coov«Mtic:m, wbieb ~\elon or alter .uc:b date ud bef'oroJ'ul)' 1, [ 1a5) 

lin wt:thln t.be thli\c'd 8\ata.,. tu ., \be ronowtnc raW: 
(A) Tetepbooe coa~UoN few whleb th• C'.harp t. 50 t~ent.l or more aDd 

JNI c.b&o Sl, JO C'elt.; tor whJeh tbt t.bartce It Sl or more and lee. than $2 16 
«otl; for which tbe charge t. $2 or tnore, 20 eenta; 1 

(B) te:leiV&pb d.iapat.c:bea and m~~ 6 pt:r oentum al the amount c~ 
th~for; and 

(0) cable aod radio <lls:v-t..chet and m~ 10 cent.; 
but onlt one pt.yment of aue:h tu •hall be requ~rod, oot.wfthstaoding the line. or 
ttatlona of Or'O or more Pf!ntOilll • ro u!Mid tor Lho Lraoamiaaiou of •ueb dlepatcb, 
meuago, or eouveraatlou ; and 

(2) a tax equl\'aJent. to 6 per centum of \.he amount pafd on or after tbe fifteenth 
day after the date or the eoa.ctnlent ot ~~~ a.ct. to aA{ tclecraph o,. teleJ>hout 
company for any Jeued wire or t.Aikloc_ circuit 1pec::la RTYfce lurniebed on or 
after •ueb date &Od hero~ Jul,y 11 [ 1036) /f$7. Tblt p&ravaph •ball not apply 
to tbe amount J)f,.ld for 10 mu~b ot 1ueh eerr·Joe M '- ulOJ.tcd io ~·cofldud by a 
oom.mon ean-itr or tdepbooe or &.ote~:rapb c<>mpe.o7 or ndJo bl"'&deutins•i..tlon 
or oet work, ol it. butf~ u •uch. 

(1>) So ta.x •hall be impoeed under tb18.eetloll upoa. a ny .-yment .n!Celved. for 
~tnleea or faeilitiet tumr.bed t.o tbt Uoitecl&:aw. or &o any State or Turi\ory 
or potlUca;J.aabdiwbloD tboRIOI, or tbl Olltric:t ol Cotum~ oor upon aD:¥ .-r: 
meat rtta.nd lrOm _,. penon tor etrtlete or (adlSt'- ut.ilbtd in tbe collection 
or '"'" lor tbe public p~ or Ia tbt cU.tmlutloG ot M'WI ~ t.be public 
~ H tbe cbarp lor «&ddarrkw or fadUU.ll billed lo ~ CO IUdt. penoo 
1lae riP'- co heiQptioo.a UDdtt tiM tu.t.elloft aMU t.. eoideaeecl ill -.t:b ~ .. u.. eo .. ..-.,.. wtu. tho ..,..YO! o1 u.. a.......y ... 7 ..,. .....-­....-.... 

ucnow -.. aero••• ,UfD PATtun or TAX 

(a) ~\&see im~ by ~~ee-Uon 701 aba1J be paid b7 the penc:m pt.)'ia& lor 
U.. •rvaON or faellitict. 

(b) £acll PtniOD rt!C'elvln~ .-rmmt. •PIC!Ihd la 110etion 701 aball oolleet. 
the &m01mt or the tax h.'O by IUCh Mcl.lon (tom tbe penon m&kltJS -.aeh 
payme.u..._ and ehaU on or before the laato dl,y of e&ch month MAte a returu, 
undtr oat-h, for the preeedln& month and pay the U.te. eo CIOJioc.t.cld to \ba eoi­
Joet.ot of the di.st.riet In which hJ• prin<':lp&l p\aee or bu.1ioe~~ i• toealoo, or It he 
hu no priocipaJ ptaco or bulli~ In th41 Unrt«t 8t.at8 t.o \be t10Ueetor at &ltl-o 
more, M.arylA.nd. Sueb re.t.unlt 11\Ail eonlAin tucb rni'or•natlon and be made In 
t \IC.h mAIUKU' U the Commi•IOI)Cr wt\.b U-. II)J,toVAl of the 8ec:re~ may by 
rtguJaUon preaoribo. The Cc:unmlte~nt.r ruy ut.eod the time tor makln1 
retui"Q.. a.nd pe.yio,g tbe t.axN roUeeted, under IUeh Nlet .atld re.gul.atlon.t~ .., he 
•
1
hau Pf'e~C:ribe wltli the approval or the 8etret•r1, but no auch eattn~loo thaD be or more ttw:a 00 daya. 

,, 

• 
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1, ~~UDS~Olf 0, CDI'J'.w.f uc• .. T.u.t A1fD I'OI'l'.r.oa u~ 

p~ U-ADIIIM10Jf8 TAX 

&C"''IOlf til (d Ali(SJfD.:O IT 61(1. tu OP 'FU JU.'l'l'OJIA.L DfDV~AL -.coqlt 
I AC'Tt· AD~'OH:I TAX 

(a) Parasraph (I) olooetlon 600 (a) of lbe &...,uo Aet ol ltte, u ~ 
ll &tr'1410de<l to ,.ct u foUowa: 

"(l) A tax ot 1 ()f_nt tor each 10 wnU or rraotlon thfdOt ot the amounl JJiilll 
tor adllll•lon t.o any place, lncludlniJ ..dmiJidoo byiii8U<)n Uekat or 1Ubte1IJ?tlal 

14 be pold by tlie - poylns for ouch admilllon; exocpl lbal In .... u, 
amount ptJd for ad;miMon It leN tht.D <II oent.t, no tax lhall be fm'POIOCI. 1 a "* 
C'NI o1 pertON (except boca &de employeN, municipal ofti.oe:re on o~Be:lal bu&J_,_1 
tUid ehDcl-- 12 yean ol acel odmltl<ld free ..... reduood ...... .., 
plAolat a tUDe trbtn aDd l.lDdtr dmuutanON under wbkh &D admiNloo ebuji: 
1o IIIOdl 10 o<btr - .,. equlvalool lax aball be coll<c:locl beo.d oo lbe pt10o 
10 thorpe~ 10 ...,b o<lwr - for the _. 0< oimll&r aecommoclatioco, 10 Ia 
pold bylbe .,.._., admitwd. ~"" poJd for admlooioo by - Uclo& 
« wbo<r!p4loo aba1J be uempl oclt U lbe amount whleh would be elwpcl to 
tt.. hoLM.ror wbeeribed for a tinlle admlltioo f.t lea ttla.n..41 ce:nta"; 

(b) P""''rapb (2) or ...,tloo 600 (a) ol tho &venue Ael o1 10'26, u ..,.odod, 
t. amtnded W read u toUowr. 

"(2) Vpoo tleketll or eatdt of &dmt•lon to theat.e.rsi operu, and other pla.oel 
of ..UUIC.mcllt, eold at oeWa NndJ1 hot.eLit aud pl.c:et o her thAn the Uc:kel oflle~~ 
or •uch the~~Lerw, o~J"M, or other J)liLoet Of a.mu.IM'.mcnt.. &t. a prico In OXC~CM ot U. 
lUll) of the ffi,abh.11hed price t.hererur at IUOh ttckcL OffiCCI phll tho amount ol 
an)' W lmJXIIOd undtr pat'l'&lf'aph 1), a l.u equh•a.leut to 10 per oent.um OS U.. 
amount of 1ueb excess; rucb tAX to ret.uro.od &od p&ldJ io lbe m&nM-r and ... 
jett to the lnt.tltlll providfld in eoction 602, _b)' the pc:reoo eclliug ~h tlekc!t.a;" 

(c) Sectloa 000 ollbe llovcnue Aet ol10'l6, 01 .....oo.d, ia ui>eoded by acldloc 
at tho tod U....ot lbe loll<>witl& eubdh laloo1: 

"(e) Tbe uemplioo fruD lax pn>vlded !:rrialon (b) ( I) (A) ahall not bo 
aiJoqd In lbe '*"' ol adml.._ I<> ....., malebea, prim &,M., or beJ1ati 
epan1q. or other ..,.;liltlc mal<lloo or IUoaa. to. UODIPiioo r ..... lor 
provided byiUbdl.!oJOo (b) ( I) aball aot be allowod In U.. ... ol od"'**' to 
any atblelic pme or exhibition lbe p,-. ol whleh inwe wholly or putq II 
lbe b<ndll o1 any co- or unl•mlty (lncludins any academy ol lbe mllllal)' 
or naval rOI'UII ot Ute U'Dited Statei) ... -

Cd) Sublecllono (a) and (<) tbaiJ laJce oO'oel on l~e JU ... nlb day allor ll1o dalo 
or lhe t.m&etmeo" or {Me act. 

(e) EII .. Uve July I, [J936;J 11181, .. ollou 600 (a) ( I) of lbe &von~ All ol 
Hl20., AI amended by tubect.tton (a) ol tbll IOC!tlon, lJ amended b)' •trUc.ln1 ~ 
"It• than 41 cent." wherever a.ppeartna to auob paragr&pb, aod h:..en~Qe: II 
lieu t~ "13 or lea", 

PART 111-tTA.lriP TA.XE.& 

IIC'nO!f l'll (AI AlfL'fDZ:O aT UC.. 11t OF Til& lfATJOlC'AL nrDtrn'&IAI. a:&C01"J:B't A('l). 

8T.llll' TAX ox •oa:a or S01fllll, STC. 

(lj I!Ubdlwloloa I cf oohoclule A ol lltle VIJI or U.. 11.6-uo Aet ol ltiU 
Ullltlded by d:ritinl out. "S etr~tl'" and 1Den1J.nc tn lieu t.beteo1 '"10 Oltlltt"-. 
and bt (~I a1 \lie eod thereof a MW IIIUt..eDCII to read M folloft: 111'M til 
W>deT lbw aubdi•Jolon ahall aol appiJ' 14 any IMI""""al uader lbe - II 
wbl<h tho obH~ lo requlrod to make I"'Ymenl tberefO< 1.a laolallnMln,. ud ~ 
not permJtted to make in any yeua payment. or more tb.an. 20 per oentum or. 
taab)amoun\ to wbleh entitled upon maturity or the in~Dt." 

(b Sublectlon (a) llhAII lake ollccl on ~he 15\b day .,.., l ho dale o1 ..., 
enactment of thll act. 

(o) Elfeetlve July 1 ( 1936] 1931, auc~ aubdlvillocl 1 u &mMded b1 ,.... 
.... lllelonlb(a) or uu. ... ilo., Ia amended by alrlkln• ··~ "10 _ ... Olld I ..... 
D U tweo( u6 etnt.a". e 

AIOTtOK 721 (&I Ali.SX"DD BT 8&0, 112 Or f1U WATIOJri-AJ.IJfDt:Jiftll.L aSOOfAif ..... 

IT.4JlP 'rAX 0)1 lMVU OP aTOCI, K'I'C. 

(a) S.bdl•"bloo 2 ol oohoclulo A o1 IIIIo VITI ollhe RAI•..,ue Act ol 1 .. II 
ameodod 10 road aalollon: 

"2. C.pilalolod{a.odaimJiarJnlel'oola) IIMie: Ouaehoric~Dal._,..... 
:: ;p:;nlutlon or rtorp.Dhatioo, of lhl.rM OT oeriitlcatet of ~toot. or ol _. 

kmt In properly or a«umulatlono, by any eorpo111tloa, or byUT Ia,... 
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J6 UDN810M o.r 0&8T.w< &XOIU 'I:AU8 A1ro P08T&GJ: II&UB ' 

' "·• to whlcb 11 refuo. /uly ponon liable to .,-rille las M ..._. P*vwide!l. ., 
~ bo t.c.tl In the matter M -.cent. or brOker for web. per10n, ·~ .._ 
anyone h aA)e, or who io purtuanco ol any Miab . _.. deHv .. aa;r--~ • 
::fd:!. or lhe tale otany 1toek, a_twe, to1~_or ri&h~ ~ o~::;on-.. lbenlol p bereln required, wllboul hA• ng ..,. proper PI ~ 
wltb m\.eoi to evade t.be forecoinS provi&ioa., ahall be deemed ~)' o1 a 1111111.: 
me.nor, and upon oonvictioD thei'eOf 1hall pay a ~e o1 oot- oxceedao1 $1,00Q,• 
be ira rt.oned not. mo"' than a1J mont.he, or both. 

(b) PSu-lion (o) llll&ll take dfeot on lbe llltoenLh day alter lh• dato d 11oo 
tnact.men\ or thia act. 

(e) £trectlve July I, J 193.5] 19$'1, auch ~ubdivl~?n 3, u,~ded by IUt.. 
llon (a) ol thll aectton, ... amended b1 atrlk.•ng out 4: een~. whem·t':r ap~ 
in tuch aubdlviJion ud ultlertiog i.o. Ueu thereof 2 oente , and by stri~lnsali 
lhe following: "in eue the a0Uiug pnoe., lt an.ft I~ $20 or more ~r ab.&re the Abott 
rate &hall be 5 centAJ lnttead of 4 oent4: P'rOWUd furtMr, That . 

A"!CT'lOS n4 (All .t..an:ND£0 8T 6EC. 2il OP THJI l'iA'I'lONAL tNDtrftllLU R&COvat 
ACT). 8'!\UI.P TAX ON TRAN8P&B OF BOIO'>S, &1'(1 , 

(a) Sehodule A olllllc Vlll or the lliwenue Ac~ oi 1926 lAo amended by addioc 
at the end tho.rtOf a ne.w aubdivilion to read aa foUows: 

"9. Douds, etc. talea or tran&fert; On all aaiEUJ, o~ e,greementa to tc~, or m-. 
ra.nda of sales or deU\'erie. ol, or tranilert of legal t~tle to any o( t.he tnttrum.'­
mt'ntloned or described in tubdhis:on 1 and or a Jtlnd the laauo ol which is t&XIWt 
thereunder, wheihtr m&de by any ase:i{91ment. in b1&nk or by any deli\'ery, or bJ 
any paper or a.greement. or memorandum or other eviden.c:e ol. t.ran.f'er or • 
(whether t nLiQLI.'I$ the holder in any manner to the bcne.Bl of auoh inst-rument or 
not), on each $100 ol face value or fraction tbereol, <C cent.: PriWidtd, That il it 
not irJt.ended by thl.t UUe to iml)08:0 a tax" upon an_ acreement evidencing a dt!poik 
or iniJtn.tmentl as collateral eeeurlt.y lor money loaned thereon~ whioh instrwoe.61 
are not aotuallr sold, nor upon the delivery o:r tran.rer for suO-O purpoee ol [~ 
mente todepoe;~ted : Pr(lfldtdfurtlltr, That. the t.t.xthaU not be imPOitJCL on deli.YW­
iet o.r iran.Cm of bonds in conneetfon with a reorpnlaat.ion (u deAned in .eciic8 
112 ollbe Revetaue Act. of 1932) U a.uy ol the g&ln or Joes from the e.xebaqt or 
di.stribuilon invoh·ed ln tbc delivery or transfer it not reoosnb.od under the inCIOIDII: 
t.u law appJieablo to t.he year in which the delivery or trai:ta.fer t. made: ~ 
Jwrtlttr, TbaL Ute tax shall not. be lmi>08Cd upon deliveries or tranefen to a brobr 
for aale1 nor uPon deliveries or lraos(era by a broker to a cuatome:r ror whOGlllld 
upon wnote order he h» purchued .arne, but tueh dclt\'edtt or tranaf'arw .eball be 
aocompanied by a certificate .et:Ung rorth tho fac ts: PrOtlitkd JurU.er, a'bat 1111 
tax ibtll not be impoaed upon dell\'ciita or t'fanelen (rom a Aduelary to a nODIIDie 
ol.t_uch fiduelary, or from one nominee or tueh fiduciAry to anotberJ llauch ii'INl­
metlt. continue to be held by such nomJnee tor the same purpoee for wMeb lbeJ 
would be held iJ retained by euch fidueta.ry, or from tbe nominee to IUeh fklucillJ, 
but. such delive~les or tra{l.l(ers abAU be aocomp&nied by a oertUlcat.e eetUos forU 
Lbe faetl: Proftd~dfurlkr, That where the cha.nge of ownen.bip it by tn.nllerfl­
the in•Wumen~ the •tamp ahalJ be pla.ood upon the inetum:eot; aod io cuea clu 
agroeme11t. to eel I or where tbe t-raoid'er it by delivery ol \he batrument Uli.Did 
in blADk there th&U be made and deUvered by tbe eeUer to the buyer a bill or 
memorandum of ¥uc:b .-Je, to which the stamp lhaJJ be a.flb:ed; and every bill or 
memorandum of aale or agreement to ee:U before went.lontd lhall lhow the daM 
tbe~t tbe oamo or tbc. aeUer, &he amount. or the tale and tho matt.er o:r t.IUiil 
t.o • ·lucn ii rt:f'ert. Any pemn liable to pay the t.a.x u herein provided, or PJCIII!I 
who aet.e In ~he mAtter u agont or broker tor eueb pei'IIOD, who mate~ a.ny,_ 
&ale. or who m punsuanea of AD1suoh Mlc dell vera any oertift.oa&e ot evfdeDM fl 
~~sale ol any such Instrument. or biU or memoraod.um thereof, u benrin requir*' 
"''h·bout. hAving the proper lt.amps affixed tbcreto wlt.h tntent io evlode lbe ,_. 
f~iD.8 rrovlrlona, &ball be deemed gui1ty of a mu.demeaoor, and upon eonYMIDD 

"

"'eroc •1~11 pay a fine of not exceeding Sl 000 or be lmpritoned not mora iMI 
X moo ua, or both." ' ' 
(b) Suboeclicn (a) ehalltake cllect on the fifteeotb day allor ihe dale oiiM 

tnactment of UU. a.c:t. 
ad~~ Subdiviolou 9 or ,.hcdule A of title VIII of the Revenue Act o1 1111. 
July t.1.U':!l~ w~~ulo by ouboectioo (a) of thlAI -lioo, .. ~.-Joel oi!ectll' 

Regraded Unclassified



1Jt0'1"10Jf no (U A .. lfDKD IT I&C. tu OP TRI W.t.TIOlfA.L llfDVITIUA~ &a(!OYSRT 
.40'1' ,UrtD 6 1:0. Ill Or TRII •• ,..M'D• Aat OP IIIH), 8TAIIP TAX OJf UL .. OP 
raoovo• roa :roToaa DIMV&AT 

(a) Subdlvltlon 4 or .. hodulo A ol IIIlo Vlll ollho Revoo .. An ol J028 lo &D'Iadfld by ttritlna oul " 1 emu." wbere•er ~DC Ia IUCh eubdlrilloo, and 
f~ lD lieu t.ta.eof •• a eeat. ''. 

(b) 8U- (a) obal1 lAb ..... oo lbo llleoatb day ..,.. lbo dato ol the 
~t ol thia act.. 

(e) Efteetlve Jul.r 1, [ 1035] IIW1, eucb tubd.i.Woa .. u a.menct.d b7 •ui>-­.edton (a) ol tb.iJc .eetloo.,lt amended by tt.rUdnc: out. ';3 oent.a" wber.ver appear· Jnw;ln auch aubd.ivUion and lneerllnaln lieu the:~ "1 cent". 

PART JV-1"AX OH TRAN8POitTA1'JON' 01' OIL BY PJPC LIN II 

UC'I'IOK 711 (A6 .A..Iil1lf'O&D IT a&c~ 2U OP Tid JfATI'OIUJ,. QfDVWfllll..\4 I ,S.COY'&&T 
A~. TA& OW ......_.'i6PORTATt0W OP OI.L aT Pl'PI LUll 

(a) There lo berebylm.-1 UP<>O all In-- ol cNdot polloloum ud 
Uqufd producto lhonol b{ pipe liDO or~c~A&~ oa 0< alter lbo &lloonU. day .rw lbodatoollboonoelmoo ol tlrls aci&Dd bot ... July I, [1035] 1181-

(l) A tax oq..Uvalent. to 4 por oentum of the amount pafcl on or alttr tbe fttteentb day Alter the date or t-ho o~t.ment ol thle act. tor aucb trantporUUon, to be pa.ld by the per.on rumlthlns tuob tranaportatJon. 
(2) rn caee no chAIIt for tr&ntportatioo I• made, either by rueoo ot ownenhlp ot the eommoditr trauponed or tor any o~ reuon, a tax tq,u.ln&eot to • _per emtu.m ol the fat.r eb.&rae tOt auc.h ~dOD, to be pNd b7 U.. pereoa. tur-nlahlnc ouch tranapor~alloe. • 
(1) 11 (olhft lhan lo U.e-ol an.,..,, Jooc1.b lraDooelloa) lbo Jl",_..l r.,. 
~Uon ia '- t.ba.n \be fair~ tbtftlor, a tax oqulvaMot to 4 per _,,,.., olauch fair • ......, lobe paid b7 Ilia penon rumlohloc web ......._ Uon. 

(b) For the J)\ltpOiel ol tbLI aecUon, the lair chArp for tran.eportaUon aball be 
c<>mru•ec~-<• rn:~m actual bona ftdo rate. or trtlf•, or 

(2 It no tuf:h nttel or &ariff• «ddt, t.btn oo Lht bult ol t.h• .etu.al boaa 6de rat• or tarilft ol otber pipe Unet for Uke •rvloel, .. de-tt-nntned b7 \be Cola· 
m'tt'~r.or 

(1) U DO wda rate. or '-"«• ex11t, theo oo t.he bull ol a reatOGtba. t~ for 
~ ~tloat U cleCemdned by tbe ()omm' fa11u. 

(e) Every - I~ ro. lbo w.. lm.-1 undtr .. -. (a) oball make monthly return. under oat.h to. dupllea.te And pay t~ch t.u• to t.b• -lee.&or for t.he dl.ttrlct lo which 1.t k)o&t.ed hlt prlncl~) pl&cle or buain .. or, t1 he b.u no printlpol plaoe or bualnooo In lho Unll«< Bia\ef, tbeo lo tho coll<lolor at llaltl· more, Maryland. s ·ueb Nil,lr'Ot ahall CIOD\.aln IQCb (nJQI1D&\Ion. t.nd bo mah· d euc.b Um• aod lD web m&nner M tbe C:O.mt.looer, trith t.bt approval ot lh• s.. .. ~uy, may by ,..W.Ilooa -0.. 

• • • • • • • 
a.-... an, ,....,,--t 

:.. 
.. ..... ,. . __ ... 

.. 

' 

, 
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l8 Uft.JISIOII' OP CDTAIY .UCUIE 'f.lXJt8 AliD P08'!'40& lUna 

U .RT Vlli-1-DIIlNiiJftA"MH PB0YIIf0,..1 

IECTIO!'I' Jll , PA f MCI't1' Or T'AXJ:f 

n.. '""''""~by part. I, IV, V, ucl VIol IIllo UUo allall, wltllout-b lllo CoiD.ollooiOner .. oot~oolrom U.. colleelo<, be dUe and J>!olabk 14 "­~ •• lllo tla>e bod lor filWt ll>o ,.,...,., If tbe lax It oo< pooid wbeo -. 
11oere ohall be addod N ~ ollho I&& lo-d lhe nlo ol I per --1 -from the time the tax become due u.a.W paid. 

UO'I'ION m,. a&PONDI 4HD Cfl•DI'ft 

(a) Crodll or ,.lund ol any ove.,..ymool ol tax im--.1 by p&rlfi:!l y, or VI 
ol U>io title m&1 be .UOwod to lbo porooo •bo ooUeclocf lbe lax aAd " 14 ~ Unlud State~ [( tutb pueoo f:lt.abtit~l to tbe aallllaeUoo ot tbe ie'001r, 
uodtt ou<b ...,....lo .... tho eo-oou whh tbe approval ol I be ~ 
may preKribe th&l be b.u repaid the amount ofaucb tas \0 tbo penoo from •• he eotlocud tl_, or obt.al..ned the con~ent. ot IUCh pertO.o to \be a.Uowaooe ot ..­
atdlt or rdund. 

(b) Any penon entitled to rd"und of Wunder part. J, IV, V, or VI of tbll \IU. pa(d, or oolfeeted and paJd, to the United St.at.et by him may t&ke c:red.it. thertfor 
"'tJn.ll\ taxct duo \lpon any mont hly raturn. 

(c) Any ptttQn m&king a refund ol A1ly payment. on whloh tax ~~llil or V hu bee.n eolleettd, may repay therewith the am.ouot. ot t.u tt 
euc.b payDllnt, and \b6 &mDUD' ol las to repaid -.y be e:rediWid ap.iut the &u 
uDder any aubetqutDl return. 

IECTIOX m. aaoou 'It OXI 

n.e Couunlallo..,, wit~ tbe approval ot the Secrolary, .~.u p.....,;be &ad 
publllb ..U n~lul n&let and recutatlon• lor the enlorot'.me.ot. of part& I, lV, V, 
•od VJj of this title. 

151Cf101( nt. AI'PWC.A.BitJ1'Y OP ADMIS181'R£'fiY8 PROvtllOS'$ 

AU provioloDI ol law (lneluding peoaltleo) applicable lJI roopoet ol tbe ...., lm- by -lon 600 of tbe RevOGue Art ol 11128;-=:'tl..otu aa •= ..a ... -· witb tbb .ldil be applicable io ollhe .._ b7 p&rt& I , IV, V, aDd V1 ol th1t Ue • 

• • • • • 
Tl'I'L£ VUJ-PoiiT.U. RAfts 

1&0. IOOL (ld AMUDIO IT I&C. I Or T tn ACT EXT&NDntO 1'HC OAlOL.I.!\S 1'.AX POl 
I TI.U, AI'P'ItQYID lOll. ... l.t liD, A~O IIC. IU Or Til& u·~~va ACT or J110. 
POI't..AL • • Tel 

w o.. and .,, .. tbe thlni<th Jar alter the d&to ot the .--... ot 11111 "" and aoliiJalyl, [ IV35) lll$7,lheratool-oo aU mall mal1oeroltbolrot 
clua (at"ept poe:\al caiW: aod privat.. m&.O.Ins Or poel c:an:IJ, and es-ce:pt otMr flrt"t-elaat matter on whlcb the rate o1 J)OI'ta,p uodu ed•Una taw 1a 1 oeot tor 
eatb ounce or lraetlon lhereor) 1h&ll bo 1 cent lor each oun_~ or facUon tberiOf In addition to the r&te provtded by cxliUn& l&w: Prorid4d, That euch addiUoeaJ 
tad t~ •hall not. apply on or al~r July 1, &033, to fiM-d.&aa matter mailed lor loeal thvery. 

Also, in compliance "ith paragraph 2a of rule XIn of the Bulls ol 
the Rouse of Rep'-nlllives, ebanp in sectioa 2 of t.be aeL entitled 
"An aet lo .exw.d the gasoline t.u for 1 year, to modify poaiA&t 
rates on mad matter, and for other purposes" approved June 18, 
1933, as amended by seetion GIS of the Rev~ue Act of 1934, lit ~bown as foUoW11: Exist.ing lsw proposed to be omitted is enol~ 
m ~lack brackcte; new maUer is printed in it&lics· existing'"' t1 
wb1ch no chango is proposed is shown in roman: ' 

1Jr""·J Tl>elaiP ... Ideat it authoriJ«< dutl,. the potlocl todl,. Ju .. 30, [ Its)) 
1 proc JD fUC'b fDOdi.fie&&.ioDJ of pol~ r&tft Oft m&0 m•Uer (Uftf' 

~-----------------------
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I 

[Pon•c RaoLII'l'ION-No. 48-76n CoMoa-) 
[Ca.u-Tu 402--ltT SUIIION) 

[8. J. Roo. 878] 

JOlNT RESOLUTION 
To pro-ride nveoue. and tor otb• pu.f'POML 

221 

Duo!IJC<l by t~e Senate and BOUle of Beprom~l4ti11U of 1/le U..thd 
Statu of A.1>1<1rica in Oon~ autmJJ!ell, ThaL title l Vr u amendod, 

A.~~ ~t~i1.~~ lfu~! aO:c~~:!tubyv ~,·:~·fea~ !=: 
appearing the~in and inserting in lieu the- "183~". Section 1001 
(a), u am~nded, of the Revenue Act of leai, 1111d lllction !1, u 
amendod, of the Act entitlod "An Act to ext.eDd U.. IJUOline tu 
for one year, to modify pootago rates on mail matter\ 1111d for other 
pu~:'i_ appro•od June 16, 1933, are further amtnOod by ltrildna 
out " IW7" wberever appoaring thereiJJ 1111d m..rtiDa in lieu tbereol 
"183~". 

Appro .. d, June 29, 1g37, 10 p. Ill. 
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SENATB 
Calendar No. 7 45 228 

Jl:uooaT 
No. 731 

~'1(1:-EN'SICIN OF CERTAIN EXCISE TAXES AND POSTAGE 
RATES 

,.,Juw• 15, 1037.-orde.ted t.o be prlo&td 

H.tRRIIOl'f, !rom t.he CommitWI on Finance, eubmitted tht 
loU owing 

REPORT 
ITo _,_y B. 1. 118. 176) 

.. ' 
• -t 
r . --.. • 
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2 l:X'I'£.'"1> C&ll'UJ..>; EXCJSI!l TAXES &"(!) l'OS'UOE RAT£8 

h;. the opinion of your c:ommiU.ee tha~ the "'venues proTidecl 
the tomporary provisi~ns above ... rene<! '? cann.o~ be 8Jl~ at 
tinte In UW. c:onneetion, there a.... aub=tted t.be foUOWUtg let~ 
one irom the Secretary. of the Treaaury an.d one from. tlt.e AetiJ!a 
p011t111aatN Oe~e~. poml!"g.out tho ne008Sl'Y for conttoumg u...; 
temporary proV13tons at tlua tuno: 

TaBAOt1BT DarAil'I'M8NT, 
w .. ~~.., .... 

Jlo.n nonA'f L. DooonTON, 
·C'IIoiriMJI., Wc.v• cutd Mton• Q,mmiUtf, llowu of Repr~uJtl4liHt. 

).h OIAJI M.L DoocBTO": Tho annu•l Bud~et meM~ge of the Pree.ldeet 
t be- Conpt'llt. •hkb IPJ>C'tu'l i.o the CoQIN!IIIJonaJ Record under cUte ol J.._, 
8 11137 at- 12S, eonwood the followfnr recommendAtion: 
' .. T~porarr m.~ ln\.tt"D.&I·renauo &.u~N! I reoom.Dlf'Qd lbt a. 

<:ooc- tab ..... by tuilablo l<cltlatioo 10 rmnd tbe mlooella- u.._.. 
renaut we~ whkb u.nder es:lltlDc law wUI upire oerl June a.nd J11lY, &Dd • 
to mainlafa tbe eum.ot raW. ol t~ &.uet wMeb would otbenrlee ~ red-.. 
next JUM. J co.,.;der that. tbe revenue from aucb taut or ha eqWv .. t 11 
n«eMarT tor tbe IS.naaoins o1 che Uydce·~ tur 1038." 

h wu alto rtoeommended thAt tho a:.cen~ J>04t&IO rate ror &nklul tnaU o~ 
tb• n tor loc&l delivcrj bo oontlnued. 

ln hl••upplementa BudKet. mee&A.gt, wbJ<lb appe&rtln tho CoopwlonaJ Reoon 
undtr dato ol April 20, 1937, at page CG70, tbo Proelde.ot. pointed out. that lli 
ex,peetfttlon o1 brioginJ actual tnooDlO and out«;o lor the fit.o.a1 y~r 1938 lntt 
balanee ,...., predicated on two hlthlY important <lOoditiont, ooe of whJoh le tat 
N \t'.nllon of exl!ting taxe. whleh expl.rt tbi1 year. 

n the 1(Jb\- of U1te0 reoommendatlont a nd In view ol the Trt:uury'• urpet 
nMd oltbe cublta.ot..i.al re,·eotJN wblob t.hftre t.empo.rary t&xet are proclueln, * 
Lbe fact that they will aooa. urmi.nat..- b1llmlt.at.lo.o UA1ell extended, tM l>tpwt.. 
mont reoom.mrodl that approprial4 a.eUoo be take.n to uteod t.boee tuea. wtM 
.,.. about to u:p~.., at the en.tiq rate. for a period ol2 y-.ra. h m11 bt ..... 
tbat a eh:nila.r uknsioD wu aoeomplWbed 2yoan q o b7 t!2e euclme:Ol ol a­
hlot R8otutlon 324, wh1dl for purpo.. ot eoovltAitiace wu drat~ Ia. IUO..., 
ntr u &oeovttthecootinuatioo both ot tbe temporary laxeea.ad tb•~otpoil&ttl 
nlo. • 

8iDftrtlt, 
B. Moaoan • • u,, Jr., 

Socr.WV •liM Tr ... .,. 

Porr OrrJOa D m:t.A.I.1'MI.N't1 

O,IC.S OP THI'l P08TM.vn'flR O&MXIAt.., 
lVa•hi.ngton, D. C., MoreA 1. 11$1. 

non. W JLoLCAM B . BA~&:In.AD, 
81tftktr, ll•uu ~ Rtprut..JoliHf, lf"NIIi~, D. C. 

Mt DK.u ML BAN&:8:1AJ): I wlth at t hlt lime t.o brine: to the att.eaU. tl 
c.,.,_ I be deo!l'ablllty oleontl~ul-. the l«n\ rate ol "'*- oow ~ 
to ftiUJa lrJt...ca... malin'. 

hIt •"-led thAt if tbe :Htnl .,. .. obould be In effect durlnc the._.,.. 
lNS 1lle ~t'1 te\"t:Dutt w-ould be betweeo $80,000,000 aod UO.~ 
N lb.&n a t the ~t rate and that, toftlt<lUOI'ltiJ1 tbt:te would be a otl...._, 
in tbt po.-tal J'e\"t.DUH of more tb•n $100.000 000 ~ would, ol OOUtttt .. .,. 
to be rn*'e up br rundt ratted by 1eneral 't.A.l&uaQ. 

to view o1 tb1.1 1ituatlon and tho tu~ that. the <lO&~ of operaU.ng tht PotU! 
&rvlee bAI been greatly inereaJed throu&h tbc ettabltthmant. of tho 40-bour _. 
we-ek and other Inc~ In tba ~.xpendlt.urt\1 or t.he Department, It It dtttlll 
h'OIIt tWntlal that the preee.nl a.«nt rat. for tlrat-cl.&M matter bt ooatl.ll.l'd 
At> ltut. 2 ytara Longer. 

It b .. OO!n ....,.lalnod f rom tbe Sur<ou of tho Budget thai thlt r<po~ k ~ 
aooord with the program oltbe Proaldeol. 

Vr~y trulyyou.r., 
W. W. Bow~_, 

.Ad..., p-IJ--

The~e temporary tuea and increMecl rata wa.... provided for ia !" 
Revenue Act of t932, many of tbe new taxM and rate i,__ ..C 
augaoated by Secretary l\1ills. 
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I lwtu!leo · -IM •1141r--. : ~~':::a ..... ,,,.,..,--. 
...:..~~.:=:;.:~).,~;:' 111114 -..e~~ ........ ......... . 
.,.'---:-.·.~·'"--~ ,_-..., ..... , ...... lnlllllln., ............... . tE===:-·...._. ......... "'*....._ ......... ,.,. .... 
=~~-~~;.·~?--···-~i~=~~~~~~~~=~~~~~~~~==~~==~==~ 
ll~ ~--;;;..;,;;·-.. -···-·····-··········-··-·--·-·····----
'-tot "-d1H. tDI: Anlll&\l lilorpon .. u.. eo..~., ...... R.t-. .... 

. Si•we tbt majority or tb~o tcmporar.y taxes will cease to be opt'tt' 
two 11her June 30 1937, tmleM thitt ;oin~ resolution becomte l1f 
twforo cluu. dn.lC', d,e J)rompt. consideration or this measure iJ u,P by your eomnuttee. 

OHA~OES lN UJITIN'O LAW 

11
1n rompliance .-ith paragnph 2a ol role XIII ol the Rules 
~:~{ R~~~b "'thti!e:'r c:bangee. in the Re•enue .Aet of 

• m-ue r e JOI.Dt .-.oluuon are abown u follo'trf! 

A-
ll 

pi'C•JX'~ to be omi~tod Ia ooelooed in blaek b<*eke~; now ma~tor 
it.ali""; ..Uting law in wbich no chango Ia pro-' Ia 

roro.an: 

• (A.I A.¥Luu •• aac. • ('I) OPT.a ACT arrsnoro n:a o.uoun ••• 
I Y" ..... AJI'PaGY'D .IVJf. " .... Alf'D De. .. (4) OP TIUl a.&'YU'Oa AC'f Or 
Ta& ACI' •lC'1'1TtAD ... ,. •cr '1'0 ... MI!fD IRCTIOlf • (~ 0) or n a unxva 

acr or tat•, •rn10no .urn aa. -. .oro aac. a or Tall uqvoa TAX .. _... 
1nuno.s ACT). uou ,..._...ox anAJJf AJtTJc:t.a 

• 

Regraded Unclassified



aBCnOY et. TU O.!'f rt7U 

n.... to b<ftbr 1"'-' • ..., the followloc artldoo. oold by the...,,~,.~ PJOdu«r, or lr:nporWr, a t.ax equl\'alen~ to 3 per ~nlum of the ., IOidt Artlt~ m.ado of fur <m tbc bide or t>e'* or of wblct1 •n1 
C!OIII(>O~II' m&tcrlAl Of e.hfd va.Jue. 

U:CTIO.!f .. (U Alll"l!fDID aT IU', t12 0 ,. T"a W.A'ftO!'f.A.I.IJfDvwrauor:~·~:~:·;.:~ 
.u"O fta .IOf)fT IIUO&.O'nOY OY IVR "' ..... '!'U Olf lo 

I Tb<ro r. hnd>y II•-' • ..., the followl111 artieko oold by •be -~·!:~: ~rod'*", or lmport.c:r, a w equh·a~t:o~ t.o \.bo followlnl peroe:o~ for whleh 10 aolcl: 

7 

• 
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UCTtOIIf' t u ... -ru ow c.uta ..... 
1'1M!,.1& boenbt WPI*d UJOD.....,. (uwpt ..n.l eameru), ...achhlc 100\ ~ ~hP tOO pouPCfa. ud Je._ for aucll _..., 110td by \he •a.nufa.et.un~r, prodtU!et, OT tmpo,...., a 1U equi...,._t. to 10 pu oeo\um ol U. prlot 101' whloJa 

10 .old. 

aiiC'Tro• tz~ w ... ,"'o:ao • .., aeo. t.U or,. .. aa•raJnla ACT OP ttMa. ••x OJI 
... TC ... 

'f'bcore b bfftbt tmDOIIC!d qoo ftlo&kb-. 101d bJ d~o~ maauft~ot.tu,.,, proclocer, 
01 hnporW!:r, a t&S o1, «oW per 1,000 mat.e.bNJ uoopt lhAlln the cue ol paper n~.akhM In boob the t.u thall bt ono-ball or 1 e~en' per 1,000 anakhlll, a.nd erOC!pl. that In 'be crM ol fano1 wooden mat.cbetl and wooden mat.obMI havlnc a 
1tahi.od, dyed1 or colof'fd atlct or t&cm, p.a.cked lo boi'H or In bulk, t.be \u. abaU be 6 C!I0\11 per 1,000 D.'LUCbeL 

lecTIP tl '- 'f.LZ o• CIUWUIO 0\N 

The,. .. berebr hneoeod upoa thew'l.ac: cum or M&bJU\.utel tberetor, told by ~ 1nanttl.ct.urer, produoe:r, or lm,porc.r, a iu equl•tJent. t.o 2 pt_t oaoWm or &he prlee for wbicb 110 .old • 

.. c. t~• tu .uu:l.'fo&o aT aJICI. • t4) OP n• .u:r • xnnnro T•• o..ouw• ,.u rOa I T'Lf..a. UPIIOqO I'Cfn lt., tM). TAX OY u...cndet.U. ·~•acn HA 00...,0 
OA eoiiiiBJ~Je~AL C'OAewrrtOW 

W There Ia ben:bJ tmpcllll!!(l upoo ~cal tMr17 .o\d for dome~Uo or oo_.. -muclal eont'UmptJon Md oot for reuJe • tax equhaleni. \0 3 per oeni.wn of t.t•• prieo for which .o .old, \0 be paid by tlt.o vendor uoder •uch rure. Md reaut.tlone M i.l~ CommU.io1~t1 With i.be approval of lbe i:*:ro'Wz,•:tw.IJ p,_Ctlbo. The I •1• of elec,ric.l eo.erp to ., own.e:r or Lteeee ol a bu.l w-bo pwm..t. tucb eltclric.l ~ for r.at. 10 U.. &4:MAU t..bertUl. tWI tor \be PIU'PC*' ot \hit .c.Uoo be ~eel M a...,. for OOOtlliDpdoo ...ct BoO' for..._.... but lhe rtMl.t to U.. wn.nt -..n DO\ M CODtil:iued • .a. for ODIMU.II.lplloo.. fb) Tbe pro'isSoot ol teetiol'la 819, 6%2, ud. SU ,;b.t.U Dot.~ appU<N'ble wiU. mJ*-t lO the t.u Unp»ed bv 1.h.la K"ttlon. 
\O) No tax ell.all bo l~t,poeCd u.nde.r lbla •oct.lon upon eleetrlN.-1 e.1~rp .old to t.he Unlt.ed St.aic!l or to any Sta&.e or To:nitory, or polldcal aulx&lvt.lon tberool', or the Oiatrl~l ot Columbia.. Nooe of \he provWOUI of ttaJ. ccUOP •b.Jll ai)OI;y to pubUdy OW'Md elect rio &ad power J)la.ftt&. Tbe rl&b'l to uempdoe liLOdtt-U.S. aubltelloa ahall be e'lld.eeced la ...... ID&ZlD!'.t M t..M O>mm'rhou, wit.b. U.. appf'OVaJ ollbe Saerttary, ~U,Y, by recuJ&Uoa, pteKt[be. 

• -r 
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IO EXTE-'<D et!RUlJ'I EXCJIIII TAXBII Al'<D I'OII'UOJ: llADa 

(d) t: , - ...t>J<dlo o.s oodtr lhlo-or- eGI (e) ( I) ..... 
btl ... ,;:rhlrtio11l ~1 all« lM ~ .. "' .... -· "' the ....... Act tl 
11134 (or In ..,. ,... ot • .,.,.... eommonclnw ....._ alter .•udl ~1 bof ... 1. 
turrin« any UabllhT fof' tu· under tud aed&ont) ruilte:r wt\b the eol'-e\or rot 
the dlotncl In whl•h w ~-~ bilo prln<IP"I plaoo ol b'*- (or, II he boo 00 
ri td ,..1 place or bulinftlll in &he Unlt.ed St.&tet, with the ooUedor at BaJUm~ 
~f;ry~nd) .._.,d abAII gi"e a bond, t.o be AJ)proved by tucb collector, oondJtloDOd 
t h."t he t hall 1,0t <'-''P~c in any attempt<, by bJ.roaalf or by coUUtfon wlt.h otb"' 
to dt•fr.ud t he Vni\.t!d :stt.t.ce or a.ny ta:c under auch eectton.t; that. b6 1b.a.ll rendtf 
ln•l>' .,KJ eowplek'l)' all retumt, ttat.c!meot.l, and lnveotorie. required b1 taw 
or rt:~\llatlona h• pu1'5uanoc thereof and eball pay all tuee due under 11ucb eoc.t.IOGt• 
t.nd tba\ be 1ball comply with all requlrement. ollaw and reculatlone In J)Ul1ua00: 
thtrtOI wtth ~)td. \0 t.u: under llleb ~eeUont. Sucb bond ahall be in t ucb ._ 
.. the eoUtcW may ~ui.re In a.eeord.anoe with ft'&Ul&tlobl pre.ertbod b7 t.bt 
C<>mm........, w'lth tho •w~··ol ot the ~lary, bul oot l-. tlw> S2,000. 1\o 
col.Wior IUT frOCD Uraae io time requln oew Ot' additional bood fn ~ 
whh tblo ..,.,_.loa. Evet)' .,.,.... wbo folio 10 ft'Cio1<:r or live bond ao ""'11lrooo 
b7 thllt .ubltttioa, or wbo ia mnneeUon~tb an pU:tc:hue ol p.toUoe or habrieM,. 
lnl o41 foJ.dy ...,._ ... bl-lf lo bo and boodecl M_l)IOvlded by WI 
I U'Otlecllon. or wbo •'11HuUy mate~ any ft. ttatement lD an appltcaUon for ft1St. 
tratl,on undtr thif ~•beection, aht.ll upon convlctloo tbereol be lllned not mort- t&u 
$5,000 or hnJ>ritoned not more tht.n Sve yr:ara, or botb, to«ether w'ith t he c:oew 
of prcwcutlon. It tbe. CommiNlone:r And• t hat. any m.a.nulr.cturu or produ(tf 
h.- at any time evaded any Federal tu on saeoline or lubricatlnc oil be ·~T 
nwoke tho rts1slration of tucb manufacturer or pJOduoe.r, and no u.lo tO, or for 
rtM'c 10, Jucb 1Pil1Uifaeturer or produOC!r tbere.rter sbt.U be tax·frM under .cctloo 
(1()1 (~) (1)1 th

Ja eeetion, or aecUon 620, M amendod, but. IUcb manuf.eturtr or 
produ<"t't anaU no\- be relieved ot tho requirement of sfvl.ns bond uDder tWa 
1\llwttlon. 

(rl l'ndtr "'«'llatloot p,...ribed b7 the O>mmloolooer wilh ..,. app~val <1 
the !l«n-wy, .....m. r<quir<d 10 be kept wltb -' lo 1#.- under OOdloo 
&01 {('l (ll. a• amenc:kd, or thiltcetlon, and retu.rn., repore&. a.od at&temeat..,.. 
~to .a ten. &kd with tbe Co~ or a cotledor. ah&U be OS* It 
hupn-ttOn by tt:th oe&eu. ol any State or Ti~ or politiaJ tubdlrillol 
thMtoi or 'the Dist..W't of Columbia u aball be with the eaf~t • 
rolftdoo ot any ta:t em p.soline or lubMUns oila. Commlafoaer and ..,. 
C"'ILfottor thaU furnl!h to any of eueh otneers, upoo written reque~t, eert.iW 
roplt11 ot any weh etaumenU., repor\1., or re\uma Bled io Ma otnco upoo &Itt 
payrnf'nt of a fee ol Sl for tach one hundred wordl or fr&e:Uoo thereof lo tht con 
or coplt!t request.OO. 

&&er-tOM tl.l. oarntrrrOH or •·u•• 
J:Oor the puf"J)Oee of tbia title, the tr:.uo of an article ahaU be oonaldered U.. 

talt'< ot 1uch artlcle. 
b.CTIOH tJt, tALa .&10 8 

(a) la detmnlning, for lbe putpOIOI ot thil Utlt. the price to.r whkb aa ~ 
1o onld, tb.,. ohoU bo included .. , ebarte fO< ooveri.np and oont.olnen ot wb.\1011< 
a•tDI'f. and any charge i:ariden\ &o pladnc the artiele in coodit.ion _.pa.etcd ,_, 
for obl.,...n~ bultbere ab&ll bo u<luded the........,, ot l&s im~ b7 lhlo dU. 
Wbethtr ot DOl ... ~ ... _,.,. <harp. A lraaoporialioo, dellftrY, .... 
an• lmt&llaUoa, or alb« t:harp (oo& requlrtd by t.be loruoba& et!l'\.eON 10 Ill 
lneluded> oholl bo u<luded from the prioo ool7ll .... amount ibe..ot w eoW>IIobOI 
\0 I he .. tWaedoa ot the Commlulollet, ta a.cool"CC.uwe with tbe replatloaa. 

(b~ ft an a.rdcle i.­
(1 tOld at n>tAil; 
(2 told un ronlign.meot; or • 

f 1
(3) fOld (olhcrwbe than through an arm' .. lc.ngt.b transa.etlon) at )o,;A &han U. 

• r market Jitltr; 
the1u undtr thi.t title tba.U (it baled on tho vrlco (or which .the •rtlcle S. eold) 
he oomputed oo lhe prioe for • •hic:h aut.h arUo.lee are told, in tha ordinary CIOII.TII 
ofLt~f, by DW\u.fa.c:turel"' or produoerw 'btreof u dete.nnJood by t.bt Co .. 
ttl ~IUflel', I 

to It) In tho- of (I) a I-. (') a ooo'-'l lor tbe aa1e ot .. arilole ....... ft 
pro•lded lhal lbe ~ &ball be peld b7 IAalallmenlo and title lo tilt atddt 

=:-DOl- lll>W • luldre doo. ootw'IU.......U111 putia!P"T"''"t br..,... 
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(d) No •• ..,.ymcnl o1 w undo< IIIII IIIIo •ball bo credllod or tel....._ 
(.,U,.,..Ioo !bon uuder ou-lloo (a)), lo pW'IU&noo.ot a ooun cladsioO or""'-' 
1lt'ile. unle- the pertOn •ho paid tho tax Mtabltahoi, In aeoordaaGo 1rlt.b ~ 
llo ....,;bed &y tho. Commlaoloncr with the appro•ol ol lbe Seereiary, ( I)' .... 
be~ not> included the tu In ibo prloe ol the a.:rtlcle witll ftllpeet &o whleh k .. 
1 poiC'ld or ootleded tb.e amoW)t ol ta:r from the veactee. or (2) t.ha& be ... 
m paid the. amount of the tax t.o tbc ultl.roato pure~ of the article, 01' ...... 
:: 61tt with dte Commi!u!Joner written oooteot or tutls ulilmate purobuer to Qe 
allowar1ce of lbe Cl1ldi' or roJund. 

I 'Z.CT10l't' m. U8E BY WAN'UFACI'VR•Il, P&ODUCa&, 0 & lMPOIII'&a 

Y.) A..ny pereon ma.nuf-.cturel, produClC'II, or imports an utlcl8 (oUter thaa a liN 
or tnne:r tube) a11d u.stt it (olherwilte tha.o &I mater_ial in the manut~etu~e • 

roduetlon of or u a romponeot part of, anotbcrr arttclc to be manufactured., 
~roduood by ht.m wllieb will be tauble under thb tiUe or told 11'86 of t&l by virile 
ot ~eeUoo 620, rtlatins to aale of article. for ru~ber manuf~ture); or 

(2) anv pe1110n m"nufaeturt'l8. producet~, or unporl.t a tare or U'lo• tPbe .,.. 
teJJa jt, 0'0 or In eonn~t:ion wWl, or "-' itb the sale of, ao article taxable uDder 
teetlon 606 (a) or (b), relating to the~ on automobile., or ww;- H.; 
be ehaU be liable for tax under thla Ut.lo 10 the aame manner .. d euch utiet. ­
told by hltti and tho t-A;< (lr bued on tbc prioe for which t.he article Is IOid) 11111 
be comput;d on the price at which such or tlmU&r artrclet are told1 in the ordinary 
oou:rte or trade, by manufatturen, producers, or lmportfulllbareor, ., det.cnnlaaa 
by the Comwiaiooer. 

ICCTIO~ d. tAL&& BY OTfl"l':llS THA.$ MANUPACTtJRIIR, PIOOtJc:&l1 OR llfPOI:I'Q 

[n cue any perwon acquir«llJ from the mAnufaoturer, p:roduoer, or Importer o1 
an artkla. by operation of law or u a result of aoy U'an.8&Ctlon not taxable UDder 
Utt. tide, the right to tell auc:.h article. the Mlo of sueh a.rtiele by IUCb pera 
lhaU be tauble under th£1 &rticle AI if made by the manufaeturer, prod.UClel', a 
Importer, and such ptnon ah.tJI bo liable for the tax. 

SICTIOS t/24. JJXS.VPTIO!( OJ' A.Ul'ICL£8 llA!fUP.lCTOUD OR PaODUC.:D aT llfOU.a 

No tax ahAU be lmpoeed under tbJa title on a.ny article or pa:t.ive Indi&a bMdJ. 
en.ft. m.anu/aetured or produ«!d by Indiana on Indian reeervatioost or In l.Ddfu 
tc.hool4, or by lndiaus under tho juri&dicUoo of the Uuhed St.Atea GoverD.DDt 
tn Alatka. 

SECTION Q$. COSTfiiAC'nl PaiOK TO M.\T J, I•• 

(a) II (1) Ally penon hu, prior to May 1, 1932, made a booa ftde oont._tfcr 
the tale, aft« t-he tax t.alces eiJect, of any arttclo J.n rt'.epCCt or the ule or whlclll • 
tax ia l.mpoeed under 'hil title, or to respec.t. ol which a tax is im~ undfli Uail 
IIUbtJoction; and (2) aucb oonk t.et does not permit t.he addlQ8 to the amount It 
be paid under euch contract, or the whole or such ta.x, than (unleee the (!OD\rad 
pt"OhJbitf .ueh addition) the veodea ahalt, in lieu or the vendor, pay so m- cl 
the W a.t Ja not 110 permitted to be added to t.:he cout~ prfoe. If a oootnd 
of the ebAr&cter above deaeribcd wu m.&de wJtb the United State~, ao tu .... 
be oollec-ted under tbis tlt.le. If art1_ article baa, under a oontraet. of the ebaridlf 
abo\"e daet.rrt)Od, been delivered, pnor to June 21, 1932, to any per1100 (qther1Ua 
a dealer or otlatr than a pe.taon intending to u.ee the a.rt.tcle u IQ&terial fD &lie 
manufacture w production or another .niele, or to tell Jt on or in oonned'ol 
~t:., or witb the -.Je ol, another Article), no W &b.lll be ooUeded u.adC!r t!lil 

(b) T~e loxeo payable by lbe •endco aboll bo paid 1o lhe veodor .U the IbM 
tM 81Je •• eonturnm.atect, and iball be collected. returned. and paid to tbe Uafled 
St.A~ by tuch ' 'endor ln t.he &&.lllb manner u provided in section 702. ID _. 
of fatlure or refusal by the vendee to pa,y aueh ta.xee to t-be vendor, tbe l'tDIIDr 
ahall report the (acts to the Coru.rniaaioner, who &b.all cauee coDec:tioo o/IICA 
tax~ to be made from the \"endee. 

IC<n'IOS Gill, RK'f'U1L .. Al'I"D JI'.A.TM"I:HT OJ" M.A N"tTP AC'ftl'lti:U' 'P.A.Jl'U 

(a) Every peNJOn Ua.ble for any tu imPOIJ(!rd by thtt iiUe ot.her than ~ • 
:rlation (except tn under leetion 616, rela.tins to tax on 801~ driub) .. 

e monthly returnt under oa.t.h ln duplicate aod pay t.be t.&J• tmpoeed. br &» 
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8WO. ..... UfT&IlMI' OM' DWUllfQC~ TAXa 

Nohrltbttandlnc any provUion ot l.&w to the oontruy11ntereat aco:rl;linl durii)J 

&1\)' period ol Ume after the date of tbe ena.ctme.nt of lhll Ae.t upon anr lnMrnal~ 

~nue \as (lndudial amount. ...-ed or tOt~ u a part. thtoteol) or m..101M 

d~J\y, DO& paid wbc:o du..lhaU be., &berate ot e pet'CIIQtwD per aaaWL 

I&OTIOH el7, APPLICUILITl' 0 " A.DiiUfl8'1'1lAT1Y& PROYliiOQ 

AU pro.WOO. ol JAw (lndudl .. pMAIII•) ODI>llcoblo In - ol Ulo .....,. lm- b7 -tlon 100 ol &be. Re...,uo A .. ol "f02e, ohall, '-tar M -

and - lnoooale~ot whb U>lo oel, bo appllooble Ia -· ol U1o w•· fao.,­
by lhlo IIIIo. 

..O'I'IOM a "OE.SI 4ff0 A&OVt.ATIOHI 

Tbe Conun.__ with tbo~nl ol tbo S..~tary, obal1 ..-rlbo and 
publtab .U needful rule; and tiom: lew the mfOfftmm\ of t.b.fi ti\11 hltolar 

At II. relata \0 the t.AJC!II on art elM eold b1 the manufacturer, produ~, or lm­

I)Orttt. The &t~tary &hall prt~Krlbe t.nd pubUah all ne«</uJ rula. and regula­

·uon. to:- the t:nlor«mt.nl ot thU tiUe tn.ol'at ult. rt:lata lo the We. whleh under 

Ulo pro•iolooo ol- 1101 (b) ..,.. to bo leYied. -. collee~ and p&ld Ia 

tbe-__, .. dutw ~m.,- b7 Ulo Tarllt A .. ott030. 

IEOTION t2l (U AW&ND • .O 81' UC, 1 Or 1"'rr A.Cf .XTIHOlKO Tft& OA.aOI.IX8 1'A.X 

roa I T&..t.a. .Y'PilOV&O IQQ lt. IMI, I&OTIOM t L2 OP 'l'llS X.t.TIONA-1. laiDVwrki .• U, 

accoV&aT ACT AXD T.l JOIJtT &U01.V1'10111' OP TOll& . JW;I). lrr&enY& DATa 

Thll title aUU We tWtci oa U.. Attee:n&h clay atWr the datre of tbe enae'mmt 

ot thll act, ercept. that ~e~eUon 628, relat.fn1 to rulee and ftiUlalioa.,_ and t.hia 

ttetlon, thall t.&ke t tr'eet on the date of the enacUne.nt of thla act.. No MJe or 

Importation ai~¥Juooao, [ IW) 11>-'9 (o. alt«July 31, [103~ u..­
ot a.rl.iciM lauble undtt' lltdJoJI eoe. relitUDC to tbe c.u oo au • ew.., or 

liM. 0021 relatloc to the tu: oa t.trt. aod loner tube.), tb&U be &.uable under \bit 

uu •. 
..c:. • (I..ODID aT .. c. • o r TW:& A(ff' arrsNDUtO .,... oucn.a·•• 1'AX roa 1 ,. • ..._.., 

APPIIO .. O Unca at. l*O. IX&'IP'nO!If ROlli T.A.X OP CSilTA.f.lil' aUPPU .. roa 

.... u 
Under ~IUlllt.lOtl4 pre.erlbed by the Commt.ioner, wtlh the approval ot tbe 

S..ro~My, oo tax uodu U>lo IIIlo obal1 bo 1m..- upoo any artkle oold for- .. 

11101 ... - obipo'---or ~<~titma,.oqf:E' oo .-ol-ol 
tho Uolied s ..... or ol aDT forolp .. 11oft; ·-•m NOted Ia Ulo e.borleo or In 

tho wtWinc b...._ 't>r aetually .... - In forelp rock or ~>ado bo-• tbo 

AtlantJo and P-.e:lfic port.e ot the Unlled State. or bet;wooo the Unit.<! Statee t.Dd 

any of i ta ~oaa. Article~ manutact.ured or produotd with tbe U«< of ar1Jelee 
upoo the lmportallon ol which lax hu boon paid uodot t.hlo tl\lo, If ladoo IOC' uoo 

ao oupplioo OD ouob ._.., obal1 bo bold to bo uportod for tho.,..,_ ol-

1101 (b). 
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14 &:n'L'(l) CDT.UX &XCIU T.u:a AJID ~ .._ 

Twu v-w ...... ,...,.,. T.u:. 

rAWf J-TAlC OM DLIOUPR, lf'ELUBOO, LU»tO, 4Jf'D C.Ur.a 
r.t.CWTl.U 

• 
• -., 
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I&CTIO.S nD (A.& AM:altDaO IT IJIC. Itt Or n:a JU.TIO!UL fflltiOn&&A.&. I .IICOVI AT AC"r 
AN"D Ta& .IOII!fT &UO&.vnOW Or .ltlllrl .. Hl:lll. rr--"I:P ~ Ofll COlfYIUII'CU 

&-hedule A ot uu. VDJ ot &he 1\naue Art tA tm • amto6ed b7 ~ .,, the eod tbereof a IMW aubdlvWoo t.o f'Md u fCilllowa; 
•'8. Coo¥~tY&OCIM! Dreed. ~-'- or W'l'it!Ac. dfllYft'fd oo. or Al&cr lbe 

1$\b daJ' aft.tt \be d&.w ol U. tllladmeet. ol the R.eftcu• An ot 11112 ud Won 
luiJ I , [ ltm) IU. (..,_ dtpooiiOd Ill-bolo ... A.,.;l I, 11032),-..,. 

• 0 

1 -• 

• 
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18 ClM'El'"D CIEit'UJN IIXOISB TA.XES A.'iD l'OIITAOB R.lTq 

Iondo. --~or·- roolty oold .W be JT&Otod, Oll4pocj, ....__ ~ .. ~ flOG" to. or ... t.ee~ la. Lbe purcb.uitr or ~bail" or .._, ~ 
pe-. or ptf'IOIQI. 7 ~ her, or U.Lt dJredloa, wbeo U. oooaktt1"1lUoa Of ""-
01 lbt LDsv.l or proptrtt OOIII'f'.,.cd, aeNeh·e « t.be Yalue ot ~~ U.n or .. .._. 
b:raaCIO J'f.!MIIIIQI tMreoo &t the i.fO)e ol-.1~ C!Xoefdl $100 and dOM oot ...... 
1600 60 cau· Ud for Mdl -.dd.IUOG&I $600 or trae&Jonat pt.rt ~. 60 • 
Thll' •ubcllvl..OD t.baJJ aoi &..Pplt &o u:y Jnltrumoc\ or wrlLlnl &I von \0 """-~ 
dtbL1

' 

ucnOH f'N t,U ,f._IIIWiliD .T IJCO. tJJ OP 'J'S:a NATIOHAI. lti011tTIIU.At. RltCOflar 
AC'T1 110. tit OP 'l'itl lti\'IINVI AQ'I OJ' ltu, AND 'I'D& 101/'ff' RU0t.VT10H O r IOJII .. 
lt:J», ITAM .. TA.ll ON t.\&.11 Or PIODOCI POJI PVT'IJUI Dlt.l•aay-

(a) Subdr.l .. on 4 ol.ob«du.le A of tiUe VD1 of the &venue Act. ol l921llt 
amt~wkd bt tCtflrlD.I out " J eeot/', whernet appeariq 'n MJeb eubcUvllrGn, and 
U.:rUa1 iD Ueu tbtteol"8 tent.t'•. 

(b) 8u'-eLion (A) ahall &aU r:«ect 011 the filtH.Dtb day af&ctt Lbe dAC4 ot ~ 
euetn~~ent ol Lbill acL 

(e) E4ecdn Jul.! I, ( lt37) /l!f, tueb tubdiriaioa • , M amtaded b1 .... •doo W 0( &lUt -.cUon, il afDt'Odecl bt •t.rikio& oui "3 ceatl'' wbeft¥"tr a.pp.,. lite Ia tlidltubdi.WOO ud W.rtfq: ira lieu Lbereot ''1 eu'''. 

PAA1' I,.._., AX 0"' ft4Jii'&POB1'ATtOY OP OIL BT PIJIZ UNa 

• • 

e-..cnorrt KOJ {.t.) c.u ......_.Jioao aT ••o. a o• n • AC"' axnnnro ,... o.uoun 
ux roa L n.ut, • •.,.•o•no .nma ..., •• 110. 1t1 o• Yu unt'ttta ACT o• liN, 
A.lfD TaX IOl.."V? ltQOLOTtOJt o• JVW8 a. ttu). ..a.TU, &I.TU 

(a) Oo a.oc1 .no t.be thl.rUe&b d&7 attu the da.t. ot u.. t'D6Ctmeot o1 uu. Act a.oclluaw JW1 1, [ 1837l ,_.
1 

tbe .... -. ot po~t&ct oa. .n m.~~ ... tt.u ot thllm 
c:laa (uupt ~ c..ni. &Dell prl••t. ...Uta1 or poll.,ta:rds. ud ueepc. GUier 
lnwta. ma.U~r oo whlcb &be rat. of poetaaf a.odtr ~ la• Ia 1 c.t. for 
f'Kh ou.aot 01" fradioa tbfnol) lbtJJ be l Hal ftw ..ell ouoee or tr.et1oo tller'fol 
ta a6clidoo &o Ute rate pro'l'lded b1 u~~ Jaw: ~ Tlaat IIOtb addidou.l 
rate s1aall DOC. • ppl:f oo or .tkr Ju(r I, I tu. to lrwWiul matter mailed lOll' local -....,.. 

Also, in c:ompliiD .. wilh parapph Za ol rule xm ollhe RuiN ol 
tho House ol Rop.....,.t.oti•N1 chaD& .. In ooetlon 2 ol t.h6 aet entitled 
"An aet 1o extend Lbo guolino t.u lor I year, 1o modify poot11o 
rates on mail mat.t~r, and for other purpotM", approved Juno 1&, 
1933, u amended by IOCt.ion 616 ollho Revenue Act olt934, t.nd tho 
joint reeolutlon of June 28, 1936, oro ohown u loUom: Existing law 
proposad lo oo omitt.od lo cncloood In blook braekoll; """""'Iter II 

. . • 

1 
~ -,. 

.. , 

• 
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MINORITY VIEWS 
We, the Republican memboro or the Wo)'11 and Meono CommittH, 

oro UJW>imou.Jy oppooed to llouoe JoinL R-lutlon 375, wbieb 
w-ould continue tbo JO..callod "nuisane& taxes" for another ptriod o( 
2 ·':fi.:;. t.AXM wero originally impoeod in 1932 with · the definite 
promioo to the American people that they would b& ollowod to expiro 
at tha end o.r 2 ye.a.rs At J)roviderl in t1te statute. Thoy hA\'O twice 
bc<'!l continued by tho pf"C~Cnt. adminiJtH.tion in \'iolo.don or lhat 
plerlgt', onee for a 1-yea.r period and agat.in for a 2-ya•r period. Tho 
present proposed extension constitut.es a third breach of fa.iLb on the 
part of the Ad:miniAtration. 

The ao-ealled uouilaoco LA.<tet" are aU consumption taxee. whith 
loll mooL b .. •ily on the poor ond th- least able to poy. They are 
abo discriminatory, in tba&. they apply only to c:ut&io etlected items. 

Tbe loet abouJd DOL bo OYmOoltl!d thot the :Hoot,. .. OD firot-claa 
postage, which itt cootinuNI by the pending joiol. re.olution, cooati­
lules a tax to the extent. tltat c.ho revenue. there!rom exoeed tbe ooet 
of ea.nying this clAM of ma.il. In the eurrent fiscal year, this "tax"' 
on the American poopla ia eatimated to a.rnouut to $122,000,000. 

Wlille it in no way A/recta our OjJpot;:ition to tl1e joint. f'MOiutJon, we 
think it appropriate to call tttlenuon to tl1e fact that tha uten.s:ion or 
tlle nuisance taxce (or 2 yCtLI'I, rntber than 1 year, cont.ttinJJ an clement 
or politiet. A l·yeur cxte.1udon would rcc:1uire another ax~n&ion roso· 
luuon next year, juJt prior to tho Congression.1l electiOn!l which o( 
courwe would work to the political disadvantage o( the uem~ratic 
Porty. Tho 2-)'eat exteoaion bridi!M the 1938 eleetiono, and ther&­
fore avojds rajs:mg t.bo tax iaue at that. time. Moreovar, b7 oontinu. 
in$ the tueo for 2 ye&r~, the ~oer.ta poooibly m.oy ho•e i.n mind 
bnnging in a l'fliOiut.ion out yNr to repeal tho nu..ta..oc. l&XM jun 
boloro lhe election and lhut '"P lhe political &d•Olltop whitb would 
thereby result. This, however, could DOt be sin<:em.J done in Tin' 
or the oeuto tinaneial eondition or lhe Treoswy. 

The priucipt.) b&ais of our obj«Lion to the exteoMon rMOlution ia 
that •·e are abeoluu.Jy opj)Oif'd to the enaetmen1. of any ne.w tuM, 
or the continuance of any of \.he nuisanee tu:ee, until the adminiatra .. 
tlon bas first made an honoet and &incere effort to reduce ~xpenditurea 
by the elimination of cx~•~vagnnco &nd wut.e. 

Wo bave oxpf'e8.S.Cd thCM aentimente before, partieltlarly in con­
nection with the Revt!nue Act& ol 1035 and 1036. We IU'e no1o retreat­
ing one at~p lrom this poeition. We repeat that. we are ln lavor of a 
balanced Budget., but. we reel tbU in the inte.rtsL of Lbe alr~ady 
overburdened tupaye.n, et~pecially thoee of small meau, It thouJd 
be boioneed by rodueing expenditum and not wholly by tanuon. 

Ever sinee the ~<!••~. u a eandidate lor office in 1832, pledged 
"that rip! go•ei'IIJDMtol e<onomy oball be fO<Oed b1 • "•"' and 
unrtlenung &dminis·t.ration pol.icy of living within our l.DCO:me", there 

• • ,. 

tl 

• 
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22 EXTEND (l:&RTAlN EXOISII TAXES AM> POIITAOil 1U'l'RII 

baa boon a aucceuion of dofioic. under hiB adminiatration •hid!., 
the close of tho curren~ fiscal year will aggregt.~ ne&rly •16,000 000 
000 Tutot have boon raiaed again :!!fain, bu~ lnCI'I!Ued I'OT~ 
u..:e '-a eompleWy olfso~ by inc oxpenditureo. 1'be Pn.i: 
den~ definit«y promised to reduoe governmental ooet. 26 J!lll-. 
below the 1D32 level of 6 billione1 bu~ inatead be hu lncreaoeil ~ 
by 2 to 3 billio01 annually. II be bt.d merely held expeaditu,.. 
tho 1932 level, our presen~ tax suuctW"8 would produce in the aJ 
year 1938 nearly 2 billions in exoces of our neoda. 

For the foregoing reasons, among others, we are oppoeed to 111e 

paasAge ol Houso Join~ Roeolut.ion 3l6. 

0 

ALLIP:H T. Taunwu 
Flu.Not CaoW'IliU. ' 
H.utOLD l!.:mmsoH. 
D.&.HJCL A. Rno. 
RoT 0. Woooaun. 
Tuow.u A. JcHJW<& 
LLOY.O TUURRTON, 
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HOOI!Il OF REPllESENTATIVE8 

229 

a­
No. i36 

&X1rE!IiSICIN OF CERTAIN EXCISE TA.."CES AND POSTAGE 
RATES 

.. lt:ll.~ to U.. o..llMe ol tiM WhoMI Bou. 011 \1M •t.. ot tbe Unloo aDd ordered to be prf:ated 

DouOtn"'N, from lhe Oommit.t.M on Wayaand Means, 1ubmitt.ed 
the foUowing 

REPORT 
ITo t.eeompM1 ll. J. B-. 175) 

Th• Committee on Waya and M..,.., to whom .,... referTO<I tho rMOiution OJ. J . Ree. 376) r.o provide revenue, and for otber h1wine ll.ad Uao at.me under con&ide,..tion, npon. it. b&dt to withou• &m<>ndiDOD• and ._.,.nd tba• tba joiJ>' .-Ju-

• 
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_ ........ 
2f"MMIooctr· 

ll bu been MOC!rtAIMd from tho nu,~u or tho Buclaet tha\. lbia rt'J)Oft It II 

ac«wd wi\b lh4l p~ of tbe Pnwkteat. v.., ... .,,....,., 
W. W. Ho--. 

Adi•t~ ..... a...t 

Theee temporary ta:cN and intrf!Med ratea wore provided ror ln d» 
Revenue A<t ol1932, many of the now t.axeo and rat< in-~ 

•un<oted by Souew:y Millo. 
Your commit~ rocommtnds lbal th- teno1><,..,.., 

oxttnded lor a period ol Z years. Tho 2-year 
..t.._ted merely bo<auoe it ia not yet apparent thai 
,......, • .,. caa be opared bel ore the expiration ol oucb 

6"!fY, rour eonuwttee ~zed that. many or three ~:~:;.; 
t1on•ble Of' contain. objectionable le&turee. But. tbe e 
th,.e taxes lor a penod ol 2 yearo will not lorocl06& •ctioo on 

~~ eo~.,.. to remove tbem at an eadiu date or to roviee tbo 

uo addiuoa, tbo .J::.' .-lutioo oxlftlds to Juno 30 Ul39 tho,... 
snntod to the 'dent under oxiar.ing law to ;:;;;~ ... tho,. ... 
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J>:XTKND CE'RTAI:f IIXOI I:JS TAXKS!I AND POBTA08 RATA 8 

~nl04:ol fink!- mllll mat!«. Thua, II tho Prooidon\ 6Dda, aiW!r • 
that oocditlooo 10 ............ be .... m~ .... tbe .,_, .-.... 

NU all1 time. 
In Of'dtr co obow tho tuM alroeled b7 lhlo joiDt rooolulion, tbe 

ac:tual revenue. derived thertfrom in the filcai"!(IJU 1836, the eetima&.ed 
revenue~ to be derived lh8"cl:rom in 1~7 and in 19381 and tho Mti. 
m1t.,d flt1Dual 10611 in revenuM t.o be ~ted from a fadun~ c.o Mtend 
the prMent temporA.ry provieiotll of the exiiLillfJ reve.nue l1.on, t.t .. 
fol lovtlng ub1e, prepartd by tho Treuwy, i1 eubnUUed: 

£•"·•••• )lQ~CSLLAn.on Tua UD T~ SuwecT TO C..•oa •• a,.,.. ••o 
a .... 

110 • .,.· JrJr ''· tm,.,.,.. •..;..:t,. • .,. t• ,.,. 
IN'I. ~-"A t,W, """* /• d. J--1 ...... INti ,., ... ""* ,_, lin....,·-
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" 
......... 

•1:..._.~ .......... ..... ...... ~ .................. __ ,.,....,......_. .... 
SW.. tho majority ollhtM temporary taxeo will -.o 14 be opon­

th·e ahtr June 30 1937, u.nleu Lhil joinL. rNOlutioo becoroee II• 
btloro thaL da~. tbe prompt oonsid•ration ol this m ... un iJ uzpi 
by your ~mmittee. 

CHANO.B& IX X.XJWI'INO J.A W 

ln compliAnce with J>•"'P•Ph 2n ol rulo X III ol the Rules ol alo 
House of Representattvee, change~ in rJle Rovenue Ae.t. of 103,, • 
&nltnded, made by the join~ reeolut.ion •re shown AI rollows.; EJiltilc !•w propooood LO be omiued ;. onclOO«< in blaek braekell; .... Dllll!' 
,. pno~ in ir.alica; uiating law in whkb no ebange is propoood • ahowo lD romu: 

EX018a TAXU AIID I'Oe'I"AOm RADI 5 
Tnu lV- W.AJfOf'AC'ftU ... Exaa T ... 

(AI,.._.... •• •T n¢. t ,.) OP fta A-ft' txftJJDI.WO Tlla 0~ 'fd 
1 1'h .. ...,.,.IIOY'S. 10•• .. - ... ..-. AC. - U., OJ' ftQJ U"'QIP "" Of ..._ n.a An' aJf'ftftJlll •• •• •("f "r'' •••n taenow • (C) Cit o• ,... aann• 

An' OP -.1' 0 A~ IC•• ........ 4\Q a.G. - OP Tlla uqooa 'hS ....... 
ln'IUTIOJi ACI). D.CUa ?AX:. OW caaTAIIIf Aat't(LD 

• 
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t&CTIOX' .... TAX O!'f l'tiU 

'Thf!n'J l1 hrrtl>)' tmf)C*!d upon the fo11Mng artie'ol, IOld b7 the manYf~ 
prod,~r-. or lmll0rt4'r, a t.a.t equivalent to 3 per oeotum ol the prleoe for * 
10 tiOid: ArCI.dN n\ade of fur on t~ hide or pel\. or of •hlch any tueh f.ar II 
COUIJ>O~t material ol ehlel ' •lue. 

A.ltCTION toll (AI AMIII1UUlD llY UC. 112 0' 1'111 ~ATIO!'(AL I NDV!ti' I\IAL "»C(J'fllf.:"' 
AND Till IOI~'T flll:iQI.(ITION 01' J OSI'! :!$, IQ:U, TAX ON AUTONOIII.II, I ' 

There I• ht-rtby bn)KMM."d upon the following atiielt'll .old by the maMf:"J!: 
produ~r, or Importer, a t.u t(auh•t.le.at. t.o tho foJJc>wlog pen:eota«el of t ,.-
fot whlcb to 10ld : 

• 

I 
~ 

~ r 

•. • 
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JIX'I'SMD OEII'1'A1N 8018111 TAX.U AIID P08TAOE RATIIII 9 
tactrow eu. TA.ll Olf OA•n•a 

Tbe .. lo-T lm- upoa ..._.. (-p< ..v.l .,.._), YOichlaf ... 
ID()IN tbu 100 pou..a., aad .._ ror web ---. .ad by &be maaUiacmuw, 
prod'&~«'~, or t.pon.r, a &u equlvalat to 10 per .. wm ol lht- price tor wh ... .. -. 

aiC'I'Ioat m w ...._. n .c. Ill • n• u~n Jr.« or ... tAa oa ....... 
no.. loloorobT-- ...... ool4 by~ .... ,.,_,~ • 

.. ~ . ..... ol2: oea-ta per 1,000 ~ euept tbat lD ....... of,.._ 
IM&.tt. ID boob \.bet \ax .all be ODe>-M1:f ol I oeoi par 1,000 ~ ud 
ueep\.lW.' Ia \.be_,. ol laot:a woodeD-~ Uld woodeD makbM bavSq a. 
.Wned.. dytd. or eolored Rick or nem, PMHct In bost~ ot (G bulk, ~ W .U.U. 
be 6 MDLI ptr 1,000 matel-. 

UCT&Oit 41&. n.X OM C'a.IWUfO OVN 

There fl bottb1 lmpoted. upon cbewlna ptn o, tubt\it.ut.et t.be:relor, .old bt 
the maaul..otuttr, producer, or importer, • \a.X equJvaleal to 2 per Ge:OtUDI ot the 
prieo for wbJcb 10 .old. f 

eac. • ( AI AMawn:o aT uc. t (A) o r ,... ACT unnnro .,.. o.uoc.a:n TAX 
POA I 1"aA .. .t.PPaGTKO .UiD llr. tW), TAlt 011 a t.acYIUC• t. a ·xaaOT roa DOideTIO ' 
0. C!OI UIWKI4L CO.lnov:ntOlf 
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11 

UC'ftO:'f OS (M ._..$DO aT a&e:. 4 fC) OP n• ~ &&TSJtDI.lfO Taa 0.4.80UJflr 
TAX I'Oal TSA..a.._.P.Ol'&OitfJC&Mol ... AJfDUC.- t•) A.WD (C) OFTIQ U'r8JCII1& 
.&e'l' or _,,_ ea.un. ••• .._,,.. .. 
(a) A ~t aptm \U u.odtr lb.ie ULiot, 0t a Nl\lDd. IM1 b. allo.W or tude­
( I) to a &D&Quf.ae\wu or produotr, ID the &IDOVI'I\ o( a.QJ t.u UDder tbJ. &Ule 

•hkb tau been paid 111iUa I'MPfd to tbe .a~o o1 ... ,. a.rtide (otbet tha.n. • u~ 0r 
illMt «:u.be) pu.rehued by blm ud ~ by bb:D u matertal In ~ map\lfaewre 
or produt'.'lioG ol. or .. a eotapontn\ pan ol, &D utlde with ~ \o wbit:h 
tu uDder chh title hal boen paid., or •bleb hal been 4IOkt ftM: ol t.as bJ vlrtue 
ol .eUoa 620, rdatiq &o --or anJdoM fOf' fun.bet manuCaeture. 

(2) to a.Q.f penoa wbo bu paid t.u under Lhll title wltb reepoct to u article, 
when tb6 priee oa. whkb the we WN bMod .. readjuawd bJ reNOQ or n~t.um or 
rt})OMle:Uion. of the artJc .. or a oovcril'l!l or eontalner, or by a bona 6de diloourn, 
rebAte., or allowance; in tho amoun\ of t.ha~ J)&.tl. or t.be t.u propordonate Lo the 
part. ott~ ))rico whreb it roluoded or credJted. 

{3) Lo • manufa.et.ure:r, produ('C!t, or hnponer, In the &mount ot t-.x paid by 
hlro under 'bi• title with I'UJ>ee\1 to the ulo or &AJ' arilc.le c.o any vendee, il the 
mauuraeiure.r, produoe:r.~. or hn(>ortor hu fn hlll ~ion •ucb evidence u tbe 
"'~alaUons ruay preecnoo t.ba on or aft.c!r the flrtt. day ol the teeond monlb 
following~ date of t.he e.Jaaetment. of t.M Rovenuo Aet of 1035-

(A) truch arLieM was. by any pei"'In-
(() ~d for tbe e.xc:Ju.Sve u. or the United 8t.at.et, any State. Tttritory ol 

the United StaLN. or anr poll\ical •ubdlvSIIon of \he tangoing, or the Otltrlct. 
ol Columbl&; 

Cii) utd or rftOLd for Ullll u fuel eup~-. m~·· •t.oree,tta •t.oree,. or t.e,dU· 
mate equipmeo\ oo "e.ds f4 war ol UM United suc.ee or ol hy ro~ n.atioat 
ve.et. tm:plond ltJ. tbe ,.,._or Ill\ t.ht whabnc bua~ or adually~pef(( 
lD romp. inCie or tnde bdwee:o 1.b4 Adaatt. ud Padlle poN ollbe United 
&aw. or becweeo U.. UnJted 8.._ and &nJ' ollta ~; 

Ob11n U.. CNII ol prodocu tm.bnleed ID piAracrapb. (2) ot ~ 817(c), u 
~ ued or ,_,~ for ua ou.tnn. t.ban N fuel for t.be PtOPU.lllioD ol 
!DOlOr~- SDO'or boa\e, or~ and otJMorwile \.baA ia. t.&e P,ochaetion 
of .ada futl: ~ .._...., 'that oO r:Ndlt or rfluftd abaD be aJlowed or 
awleaDder IIUo -b ... u..-at-.. - at_ .... ...,._,,7 
or commerdally krloft or 1014 u piiOl.l.ne. lneladln.c eMrlpead aad aMIU'aJ 
_, 

(hr) in lbetaeeollubrfeatl~ ollt. ulll!d orneold (Of' nonlubrieatlft&JMU"'X*!!• 
(B) The ma.oufa.eturer, produMr, or import.« hu repaJd or Arlft!l!!d t.o ftPI'l 

the amount ol web las to tbt ulllrut.e vendor or hat obWn«< the: oon.cot 01 
tbe uldJJat.e vendor to tho atlowanoe ollhe cnK'll\ or refund. 

{b) Credit or Mu.nd under •ub~ee-\.km (a) .tl.all be aUowod or made only upon 
tompUanoe wlr.b tho rq:ulatlon• preeeribed by tl'l Oornmltllone.r with the approval 
of the Sccree&ry. 

(c) lotertt·t.ah&U be a.llo"'·cd al the rab ot 0 per oentum per annum wit.b IWJ)CC&. 
LO &o1 amount of t.u Ul'ldtr t.hit UUe (lredJWI or rerunded. u ·ocp&. &.bat oo lnkrftt. 
•haU be &Uowed whb rtllpac&. to a.ur amount ot tu eredlt.ed or ~ndcd under the 
provlalon.~ oC aubecetlon (a) bt-rtOI Md uo.pt 'hat DO lnt.eft!II:L •hall be allowed Cor 
any Ptriod prior to the tlrlt. day ol the 1ee0nd month fol~llrlng \.he date ot Lbe en­
aetmt:ot ol the Beven~ Acl of IW • 

. . . 
~ ,. 

• 
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UC'TTO.If -. a.u.a aT on~ ... TtU.K auJtorA~a. PIO.Duea:a, o• .. f'Oftll. 

bt ~ u,r Pfn011 aequfre. from lhe ma.oufaetu,..., producer, .• fmpclfi« fl 
u atticle. br Gpt~Mioo olla• 01' • a .....aL oluy '"""eti== DOl~ .... 
.... ..... ... ..,., .. ..0 - U1ldo. , ... .... ol ou<b ........ by - -.a bt tuable DA6tr t.hil Altic:M M U lllolde b7 tM muufae1Qrer, proch...,, • 
-· aod- ........ lhall be Jlablo , ..... ..... 

&&CTJO)If l3t (All AM•Jfo•o If .. 0. I Or na ACT arMUfl>IWO Til. OAIOUW• TAX 
t01t l T&.A.a, APP.OY"•O IIJI'ta 16, 1111, a&QnOJII' tl1 Or 'l'xa l'f4Tt011f'AL INDVftiUAL 
I&&COY'&&T ACT .A.If.D Til a JOUIT •..OLU"FFON Or ltiJf& a., ... ). I,&OnVI Ot\1'11 

Tb.fa title abaU take tff~t oo U.. &tt.een·Lb d&7 &Iter ~ date ot l.be toactmetll 
of lhla ..., _, 11161 -· 628, ,. ... .._ .. Nleo aad ,........._, oad lhlo 
~~tetlon. atWI t&ie dl'eet. on u .. dace ol tbc ~t ol U.lt aeL No .... or 
lmportatloaoll<rJu .. IO, (1831] 1-,J:.~Julyll, [l""'?,~':f'" ,..._ ot ari:ide. taxable 1IDdtr lfd.loa eoe. · eo c.a. w oo au a.; tM.-. or 
~f02, ....._ ........... __ loDft klbeo), oballboluobloo...,. dllo 

• 
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14 &XTf;~l) CEH'rAIN £XOISE TAXJ-;8 AND POSTAOE ltA'tt& 

Tm.a V-Mli('U.I.A.lfllon TAXa 

PAaT n-umii10N8 TAX 

uc:TIOlt 111 (.A.t A.MUDU ., 1-SC. 1U OP TO lfAYJOJU.L l.lfOO"a1"ali.L a:IKIO.-,T 
ACT A1f"D 1'8& JOUCT ILCilOt.'OT'IO.M or .nnn ., 1111), ADfltliiiiON"t TAS 

(a) Pa~agrllllh (I) of .ectlon 000 (a) o1 tbG Revenue Aci ot lQ26, M .~ il amtbdc!£1 co rt-.d .. follo..-e: 
'"(I) A la'C of I ~t for MC:h 10 ceatt or fraedoa Uwrtof ot the *:r•~ for ad.ro-.. &o any pla('lt. lodud.tft& admilaloa by ...,.. &.Set• • tlt to be pold bT llle - paJi"' lor ,...b admlolloo· .._. lhoL io -AIDOQDt ,.Jet lor admiaaon lf "-than 41 cow" 00 tu'•h&U be lmDCJIOCI. t•Ut .....,d ol pt'r'N)nt (ts:ttpt booa ftde employee~! munlcl~l otfloen oo oll:ieial b..ao:: an cbJktrttl undtr 12 )'eart of ap) Adm tt«l Crt!e or at. reduood. rat.et CO 

. , 

15 

the ftfte.U. dat an. ......... 
,_,., - 600 (oj (I) ol lbe R.woa .. Ac< ol 

(a) of th't eecc.ion, S. amended b7 -'rikia& out. 
appf!VIn1 to aucb J)U'tt:r•pb, and lntort.tnc la 

,, 

• 
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16 t:XTE!m OERTAlN EXCISt: TA."U:S AND POSTAGE R.!.D:S 

b • whrth caee the tax ahal1 be 10 centa on e&ab 1100 of aetuat Valla 11cr' ~f • ::;,:, otsucb ccrtificat.et (or of thb thal'efl where no oertl&cate.""" 
or rae on Jet~ the actual value it leu than $100 per eb&re, 1ri whleh t&et tJie 
lalued~ ~u2• oentl on each ~20 of •ctuaJ. value, or fraction tbeftlof, of IUth t:t'rtt5. 
~e! (or ollhe ebartt where no oe:rtitieatea were t11ucd). 

''The a·tampe repretenting the tu lm~ by t.bllaubdivltlon aiWJ be att.d.ed 
to the a·toek book~, or cotTetpOnding reeordt of the orpnlq.tlon &nd not to u.. 
o<rtl6eaW l•ued. lh ftllee tb • - -"··- •'- d (b) Subeeelloo (a) &luJl take ellect on • n ~Y ~- '"" ate <II 1111 
tnaelmrnt of IIU. act. bdl t•l 2 d (<) Elfecth·e July 1 [ 1937] 19119, •uch •• • on , N amen ed by JOb. 
ecetlon (a) <4 thia eeCtion, 11 ameoQed by rt.rfkin& out HJO Ol!ntt" "'he.mer 
apt)tarlng IJ\ suth tubdivi.ston and ineertlng In Ueu ~reof 4 '6 oente", &od b, 
.trlklns out 6 '2 cents'' and inaerting: ln lieu thereof ••1 oent'

1
• 

I&QTION' 7U (AI Alii:IN"D&D 8T SEC, 212 Or 11fB NATIONAL fND08'fA.Ut. a&COV.JtT 4C't 
AND TIL. JOINT IUI801.DnOS OP ION& 28, liS$), 8TA'In TAX OM TLUiUI& 01 
ITOCU, &TC-. 

<•> Suhdlvlllon 3 or Sehedulo A or Title VIII or tbo Revenuo Ad or IG2& 1o 
amended to re.cl ., fo1Joft: 

"3 Capital atock (and almit.r inte:n!ltt), ralee or tra.nsfers: On aU .a, or 
~ntt to eeU, or memota:odA of aalee or deUveriel of,_ or transfers or 1ep1 
Ut111 to aoy of tho •hAre& or oertillcata mentioned or dHet~bed in •ub4:Uvfafoe ~ 
or to ri&htt to wbecribe/ot or to receive auc1h eha-ree or oertitloatel, whether JUde 
upon or abo••n by the boob of tbe corporat-Ion or o1her orpnlaatioo, or b)' 
any AMipmtnt. lo blank, or by any delivery, or by any paper or agree_,., 
or memorandum or other evidence or tranlfer or ...te (wbetber e:ntiUIDJ .u. 
bolder In any tnanner to the benefit. or auob ab&re, oer1J6eate, i.ateree"t, or -~ 
or not), on t.e.ch SIOO of par or face value or fraction thereof of the eert.I&Cata 
of tueb corporation or other organi&aUon (or of the abarel wbe:re no oertidc:a4el 
were issued), 4 oeott1 aod where 1ueb a harts or ~rtJ.fieat.ee are without Pll cr 
faee n lue, the tax aball be 4 ce.nte: on the transfer or sale or agreement to al 
on each thare (corporate share, or inv(!fltmeot trust or other ~niaation &hare, 
u the cMe may be): Proridld, That. in cue the aelllna price, 1f any, is $20 or 
more per share the above rate shAll be 5 cents intte&d of • cent.s: PTofi«l 
ft411lt~r. Tb.at it is not iottnded by thlalltlo to lmpote a tu upon an agreMifti 
evidencing a deposit or cerl:i6catea as coUat.eralteeurity for money Loaned~ 
wbie:b ~rtificate. are not actually eold, nor upon the delivery or tranafer for IIICi. 

}
)ufl)OIC or certl8eatea eo depoaiU!d nor upon the return of et.Qc.k loaned: ProM.~ 
14rtAtr. That tho tax ab.aU not be im))08e(l upon deli•eriee or traDifers to a brobr 

for We.t nor upon delh•oriea or tn.a.8lera by a broker to a eustomm- tor •bom tDd 
upon "' hOIIO order be b&l purebued same~ but. euoh deliveriee or transfers abaU bt 
aceompat~ied by a oertfficat.e aettin& forth the racte: Pr~d furtllfr, That U1e 
W shall not be impoeed upon deliverlea or tra.nafe:ra from a fiducJ&ry to a noa:xiM 
ot sutb fidueiary, or from one nominee or eueh fiduciary to another, if aueb eblrel 
or cert.ilitatell oontinue to be bcld by aucb noJXt.lnee lor the same purpoee for wWeb 
they •·ould be Mid if retained by tucb fiduciary, or frqm the nomi.nee to Ntb 
fiduciary, but euch delh-eries or tTantfen ahaU be accompanJed by a cer116etlit 
AettJng fort~ the- facta: ProtMt:d f.,rtltn:, That. in cue of f.ale where t·he evidslct 
or transfer I.S tboq ooly by tbe booka or the corporation or other orpni-*ioD 
&ho atamp shall be placed upon aueh boolc.l; and where the chAnge or ownenWP 
is by tranafe.r of the ~rU6r-..ate tbe tta.mp ahall be placed upon the certlfica~i ~ 
In~ o~ an agreement to sell 01' ••here the trand'er It by dcllver1' or the ceJ1iDcsv:! 
~•Bned rn blaok there eh&J1 be made and dclivered by the teller t.o tile b\lJ'er 1 

b!JI or memorandum or such eale, to • ·hich the 1tamp aball be aftbed; t.nd ef'fSJ 
ball or memorandum of aa.le or agreement to ..en before mentioned ahall ebow tW 
date tbereor, the- name or the teller, the amount of tbe aale and the matter« 
thing to •·hJeb it reJe:ra. Any peraon liable to pay tbe t.u u'berein proridedt_! 
&oyone who acte lo the matter u agent or broker for tueb penon, wbo m&UJ 
any -tueb sa~ or who in pursu•nce of any euob .Ue dell•en any oerti&eatt cr 
evide:oee or the laSe of aoy rtock ahare fnttNK, or right, or biD or memora.odd' 
l~e""?r, u heroin required, without b&.;ng lhe proper nampo alll•ed I~ 
W'1&b mtent to e\·ade tbe fortt;ol:ol provilion.s, 1ball b6 deemed guDty of a~ 
mboeaoor, and upon coovletfoo tbtreof ehAll pay a tine of oo~ exCetdlnalt,OOO. • 

l:mprieoned not more tba.n alx mootbl
1 
or both.'~'' 
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EL'tTIIIID OEllTAJ!< lt.'<0 181!1 TAXEII AIID POeTAOI!! llATE8 17 
(b) SU-Uoo (o} 1ba11 lob .... t .. lloo 11-lh doT ., .. , lloo .... ol lloo 

lllloM''i.IDm c ., t.J:.- ad. 
(<) Oft<tl,.. JulY I, Jllll'l] Its$, ., ... ..,bell.,._ 3, .. .......sod by -tJoD 00 of \.b.il ~eellon. • ... ,~dod b;t_ .trt:klnc out. ••fi aeot.a'" wb&rever appea,rl.,Qa In ~ttcll .ubdlvltlon &ad lllleritna Ill lieu lbtreot .. 2 GeDY", a.od b7 a&.rik:lac ou\ u .. tollowtq: "'o caM the ..Uio'l prloo, ll aQl, II 120 or mort per lh&re the above rat.e ab&1l bt 6 ~" l»te&d ol coati: PtoiU«</wfl.v, Tbat.". 

1M (.t.e .ut&XDU •T aac. iP OP,... • • no•..u. lWDQITU..U. aJCCOBa'f ACT .X. Ta& .IOUIT D:80&.Vt10Jf 0P IVD W. .. ). ..,..,_TAX Olf ~raa oi .ox-. aTC:'. 

• 
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• • • • 
PAftT VITI-ADMINl8TilATtVJ; PROVJ:&IOWI 

IICCTIOK m, PA.T¥lt"N1' OP 'I'AU8 

'rbc laxn lmJiiOIOd by part,t J, IV, V, &.nd Vl o1 &bla tlUe tluall, wtthM•I· ..... 
ment by U10 Comtnllllloner or notice hom the colltetor, be duo and ~J'ab&ltf~ 
w!leetot at. ll14! Ume flKed lOT filing tho N)\urn. Jt tbo W Ia uol paid wt~ea '1 
ltb~ than bo ldded u pe.fi. or U1.6lu lnterett "" Ut~ nto of 1 per ee.otum a .00 roaa the time the C.. become due unUJ patd. 

19 
x ...... ~.woa ~ ot 11oo & ..... A« ot 11». • .,.....-..~ A-tao. 183.$. 

of lD&c>:rett provldtd ln the a.bo\'e -.abeKUoo co e peroent per •Uo• 404 ~ .. follow.: 

ucnOJil ... unaiLIIIT OJf DIWJtQV.In' 1'4DI 

Not•1thiLADdln& .or prOV'Won of law '-o the «Hl\.ra.r,r, lo~m~~1. accrul.DJ dwin1 
uy period o1 t.lmO .Cter the date or U16 o.oaetmen\ ot t.hll act upon any mt.emal~ 
f'0\'0111.10 tAx (includlns a.nount.l .....ad or oolloeted .. a part> the.n!()l) or e-uttom• 
duty. 110~ paid wbcn dut, thall bo at. U10 rate ot (I per centum per annum. 

aXOf101t m . ki'OWDt AlfD Cla&DlTI 

(a) Credit or rtltJnd or an.r oYf:~.rmenl ot t.a.:~ lm~X*d by part r, V, or VI 
oltbit title ma1. be allowed to tbe pel'*)n who eolleete<f the tu aod paid it to tbfl 
Unhed Statn: if suC'b J)C':I"'IICl e.tablltb8 to the •lWaetion of tbe <Ammi.Jooer, 
under •ueh ff'IU.IaLion~~ M U~oe Oom.mt.lontr with the: approval ol the Stottetuy 
may ~. that be bM ~Sd tM amount ol •ueh w to the pe...on from whca\ 
be eo~ It, or obtaintd. tbe conetnt ol tutb penoo to lhe. ~ ol eueb 
ttedit Of reluDd.. 

(b) Aoy ~~titled CO rttu:l'ld ol tu under put I. IV, V, or VIol thk Utle 
peld. or eoDedcd ud J*d, t.o Iota. U•fMd 8&aa.e. b7 hhD mt.7 take credit &hm:lcw 
acalast LUt!l due upoa u1moa\hlr retiU"'L 

(C') Anr ~ makiD« a mUDd ol ..,- pe11Dt0t oa wtUd:l tu uoc1ott pa.r1 1 
or V hu heeD collet\ed .., tt1*1 thtnwlt.b tbe UlOWlt ol tu toJ:Itoded oo. 
IUda Jla)'lllCDl. and•tbe U'DOUD\ tJI '-d 10 ,..ucl..,. be tt\!CIJled a,pla.t \be C,U 
UJMI« allY Af*'Q~~eat ~ 

ucno11 m. ..OOl..Anowt 

The Com.mliiiOON, whh the approva1 ol tbe Setnt:&r7, ahall preteribe &nd 
publlab aU needful ruJet and f'tiUI&Uol:ll for tbe eniOI'Citment. ol p&ttt I, JV, V, 
and VI, of tbit titLe. 

UCI':IOJt :7t. .UOPLolC,UU.J'fT Or .t.J)WlJfi111"1U.,IVa PIOYUIIOl<IS 

All provleion~~ of Jaw {htdudlna J)flna.lt.ltt) applicable In re.peet of the t&llN 
hnpoted by eeellon 600 or tbe Revenue Act. of 102(l, ahall1 inll(llar aa api)Ucab~ 
and not lnt:on•J•tent with thlt Acll be applicable In ~Pte" or ~c taxr. impoeed 
by perU I , JV, V, aDd VI of tbl• L Uo. 

• • • • • 

t.aCTIOI'f U.l (.4) (U AJI:J;.l'fDID ·~ IK. t OP ., •• ACT •;a'fa!tDUfO Til& GA.IO.W~· 
TU ro•t Tll.f.A, .u>noY&D IVI'fl" .... IIIC. tU OP TU UYa.!fn ACT or~. 
Al'fD n:a .IOUCT llUOLOTtOJII OP I0lf8 a...... rotn'AS. aA'I"U 

(a) 0.. and all« lbe tblrtle<h daJ' all« tho cb.le ot lbe ........... ot W. A .. 
aad ualll Jul.1l, ( l t37] Ill»: U. rat.e o1.,..... oe all mall matter ol U. 1m. 
tlaa (oCle'I)C, podal e.ia. aDO prt••'- IUDh .. Or po~l ca:rda, aACI a:orpl olbrr 
!:,.~ matter oa wblt:b Ule ftW! ol JIOI'taa uoder f'Xifti:Dc law • 1 taL tor 
ftoeb Ga:Dce or fr-M:tioa tbtreof) ahaJJ be l ceol for Ml'h ooaee or frartioD &htreof 
fa tlddi:Uon to lbe ,.\e pro.tded by alAI~ law: ~. 'l'b&l ~eh addiliooal 
~~ lhaD 1104 apply oa or atwr Jlollr 1. INa, w 6r~wt... mat.wr mailed row local 
~h·ny. 

Abo, in compliance wilh paragraph 2& of rule XIII o.f !he Ruloo of 
the House of Represeotath•e~, oha.ngea in ~eetion 2 of the a.ct. entitled 
"An act 1<> exl<!nd Lhe guoline tu for I year, t.o modify poot.oge 
rates on mail mat.t.er, a.nd for other purpoeM", approved June 16, 
1933, M •mended by IICClion 616 ollhe Rev<nue Act oll934, and lho 
joint resolution of June 28, 1036, are- ahown AS follows: Existing law 
proposed to ba omitt.ed io cnolooed in biiUlk bracketo; new matter i• 

• 
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MINORITY VlEWS 
We, 1M Republicu mombon of 1M Waya &Del M- Ooauniu .... 

..., unanimoUsly opP<*d to lfo- Join~ R.olulioD 87$, which 
would ccmtinu& the ~ed Hauii&Doe tax." for aaotber period of 
27Th':;. taxeo were originallY imP<*<~ in 1932 w:it.b lbe definilo 
promiae to the American poople that they would be allowed to expire 
u the end of 2 Ye&J'I u provided in the alatute. They have tw:iae 
been continued by lbe p,....nL adminiotratioo in violation of lbat 
pledp, once fo r a 1-yoar period and again for a 2-yoar period. The 
p.....,., proP<JOO!!.eneiJ!Iioo aomlilutee a third broach of fait.b on lbe 
part of tho Adminislrauoo. 

Tho eo-called •tnui:u.nce tu:ee" are all eonswnpt.ioo. &u:N which 
fall moot h.,.vily on 1M poo< &Del o-e lout abl<lto 1"'1· Tbey are 
abo dioeriminatory, in t.bat they aPPly only to omain oOiected i-

n,. faet ahould oot be oY.r!OokOd that tho :kent rate on linlklaa 
poatap, which is eootiDued by the pending joint ~ulioo, eoooti-
tutea a tax to tho ~tent t.ba&. tho revenuM iberelrom uCMd \be 001t • 
of e&rT,Ying this clast of mail. Jn the eumm:t fileal year, thia 11tu" 
on tho Ameriean people it t'lltirnated t.o amoun1. to $122,0001000. 

\Vbilo ic. in no way &ft'OC-t.l our oppoait..ion to the joint. re10lution, we 
think ir. app.ropriat.e to aa.ll at~ntaon to the fact that tho ax~aion or 
tJle nuiaance taxea for 2 ycar1, rntbor than 1 yee.r, oont.ai.t•s an element 
or politice. A l·ye:a.r extwaion would requ.ire another ext.e01iou r~ 
luuon nex~ yW', jus~ prior to the Oongroooion.J eleclioo!t wlueb of 
cou,... would work w the polit.loal dis&dvantago of lbe uomooralie 
Party. The 2-.Jea.r uteo.lio:n bridRt~~ u,e 1938 eleeti.ont, and the,.... 
fore a,.-oida ~ lhe tu illue at ihat time. .MOJeOver, by con&.mu ... 
inc 1M ~u.s for 2 1oan, tho ~I& poooibly may have io mind 
bnngiog io a '-'•lion nut 1- w repMI tho nuisanoe I&XM jutL 
before tho e!KiioD and lhue I'Oip the political odvantep whkb would 
lb...Oy "'""'" This, bewonr, oould DOL be liDeuol1 done io view 
of tho aoute financial ooodilioo of lbe Tre&IUlJ'. 

The principal buis of our objec-tion to the exteolion rMOiution is 
that. ,...., an abeolut-tly oppoeed to the enactmeo'- of any new tuM, 
or the oontinua.noo of any of the nuiMDce taxee, until the adnlinitt.N­
Lion hu first made an hoo~t. and ainccre effort to reduce expendit.uree 
by _the elimination ol axt.r.wa.gance and wute. 

We have expreeecd. LhMe aent.imeota bdore, particuJa.rl,y i.n con· 
miction with the Revrutue Aatl of 1035 and 1936. We are not. retrea~ 
ing one at~ from thi1 poeition. We repeat. that. we are in favor of a 
balanced Budget, but we r .. l that io 1M int.onoot of tbe alrtady 
onrburdooed I&Xpaym, Mpeciall,y o-e of omaU - it ahould 
be bal~ by ~·cintr oxpenditult!l and DOL wbolly by t.uatioo. 

Ever liDc:e 1M l'rooido.Dt, aa a eaodiclate for ofliee in 1032, pledced 
"that ripl goni"'UDDOII&I 000001117 ahaU be foroed b,r a ol«1l and 
..,..ltoung adminiolralioo poliO)' of livine witbiD our 1000me", thoro 
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hu boon a .....,..;oo ol ddi<ita W>dtr Ilia administration •hid. 11, 
tho d-ol tho eumnt lilcal year wiU oariPte nMrlJ' $10,000 ooo;. 
0()1). Tax"' hue betn railed again and again, but incrused ,..,.;.._ 
hove been oompletely off~t by increased .. penditureo. Tbe Ptwi. 
deul de6nit.cly J>ron>iaed to reduce governmental coola 26 perean 
below the 1932 level of 6 billions, but intteod he haa inoreue<~ lboa. 
bJ' 2 to 3 billion~ annually. 11 "" hod ml'rtliy held upendi~utoo &l 

the ID32 lonl, our p18<Dt tax structure would produu in the lioool 
1"' I 038 nearly 2 billions in uceM of our needs. 

t'or the foncoinc reuo01, among otjlera, ..-e .,.. oppoaod to lila 
puugo of H.....e JoiM Reoolutioo 376. 

0 

ALLEN T. T&IADW.U 
FRANJt CROWTHC.R. 

0 

H.utoLo 'Kt<u~oN. 
DA.Nt>JL A. n~•o. 
Rov 0. WoooRurr. 
'l'HOIU8 A. Jcl<r;tNL 
LLOl'D TuvMTOl<. 
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