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TREASUitY DEPARTMENT 212 

INTP OI"'''Ca COMMUNICATION 

llr. 'Jhite 

l!r. 'lllleelar 

Tbe llortbweetern llutual IJJ'at OM C..pan:r in 1h1ch PolicT­

holdora E><eroieo eOM Control. Teatl.Eoey or llichaal J. CJ.aaey, 

President, before the T.N.!.c. , hbruaey 17, 1939 

The policiee and methode or tbe Nortt.eatam 1/utuaJ. L1!e Inllllranca 

C<lq:8n7 ot 1111wauk" ccotreat aherpl;r with the practices or otber com­

panlJia t rea ted in tha imeatiptico. 

Independent cr1t1c1a apd control o! the m.on•ff!>Oent of the llorthw9atem 

11 8ecurod to tha pol1¢oldora through tha inatitutico of tbe Polic:x!>oldaral 

Examination Con~~~ittae . Al.tb011gh thia CoalllittH ia aalaote<! by the dU.ctora, 

it ...,. to ban !'uncticnad 'ficoroual¥ and independan~. The C01!11li ttee 

eor.duets annual axminat1onaJ it Ol!lplo)'B a fi.=. of its oom cbooaing to a\111t 

t he C<lCIPBey bookoJ it caJ.lB on a great n•her of the cc.paniea 1 otfioera to 

explain or defend their pol1ciaa1 it cii:$WI up a full report of tincl1nca and 

reec=endationa. '!'be report and reooa.nclatiooa are eant to eftey pol1C)'­

holcor. Jll th1a 1a at COIIIPIIII1 apen .. ; Claaey teeU.fied that the CcapeaJ 

did not othonliae furnish a1cl or in any lfa!T tcy to influence the CCGIIIittea . 

I t 1a worth 'llh1la Mnticnin& the queatiJlca t o 11'b1ch the C...,_ ttea baa 

turned i to attenti on. These heft inolude<lt The intaraat rate on poliO)' 

loena, labor and peraGI'U'lel probl.,., pol1o1ea on mortgage loans, -pto~nt 

o! rnl a atata, the aecur1tiaa account, t t.a concentrat i on or inftataent, 

ogants1 COI\paneation, officeral aal.ar1aa, clArtca 1 wage a, tcreolosure, load­

l.Jl(! of prellll.l&a and mortality experience, and other problou of equal impor­

tlllco , 

Claaey teot1t1ad that the ccap&D)' wry frequentl¥ accepted re_...sa.­

tians of t ba CCICIIIittae , 

Tho llortiDreatem cloea not hew an:c d!Jl!!!Y directors, 

Unde r 'll'iaconain 1•, abaence of a du.otor !'roo three aucceaaiw 

QUarterly ••tin8a aartOII&tieally ""'"'•• Ilia. Tb1a prona1cn undoubtaclly 

makes i t more troubleaOM fer dli!IQ' cliractora lfboeo onlj' intereata in the 

C'*P&n)' a ra .. rc:eDoUT • 
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llr· lbitA - 2 

" 13 t. -

1bt I:Orthlrtetem !CC!!'1 ftal7 ayp1.da \bf praot!et ot g1ytpc ag'al 
r•-• to :;;:;mp;a;!i!8 in !biob itiJ d1mtore be., 1Dttpeh. 111 a-re.l 
liie Northr••tArn 1D •lectiDc dU.otora bel aYoicMd - with interena 
in other corporat.icne 11h1ch ~ OCII.tUct with the 1Dttreeta or tba 
KortlofaetArno When contUote or 1Dttreet bave ar1- 1p 8Pitt or thie 
precaution, till Nortmo.etam baa OD .. .,rel oooaaiCIII req•atecl the 
rasl.l!toation ot direotora. 

Tile tlorthw!lt em 1e able to Mll 1.Jl8Ur!!!O! at l.,...r !l!t coat -
ant other ordinarY CCDP!!!T• 

''"l'tC' ,..t coete per $1.000 or etra1ght lite i.nlllratiCI at ap :3S .... 
in ord&r ae toUont 

No~ .tam 

lletropoUttn 

Connecticut Genarel 

$2.72 

s.20 
s.64 
7.44 

10.:32 

Ptrhape tha relatively good raoord o! tha Northftettm ie ~ a 
coincidence, but it .. ..,. t10re Uka)J' that 1 t 11 part.lJ' d.,. to ortectift 
policyholder control. 
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II r. 11b1 t.e 

llr. lbeel.a' 

DAft .JalT 11 19)9 

sabJoct• Interloolr'"' Direotorat.e•• Patronace 1n tbe L1ta IDaraca 

llu81na•• 

Toe~ 111 ftriau ,_,.__ ott1o1ala 'batore tbe T.N.z.c , , 

robrul1'7 lS tllro'alh 17, 1939. 

'!be ortdeDoe 11'-4 tllat tba dinotore ot inaariDOI ~·• -

ularl1 oab u a ot tlle1r ottillial poaiUau to di"Nrt tba buainaN ot tbe 

U>ouriDce oosp&niaa to oca..,.S..a 1n 'llbich tba clireotore ba'N intaftata, 

215 

Bllclaler, CbainuD ot tba Board of tba lw I on L1ta, •• toroad t.e 

rt.casniH CorftllpOIIdaDoa ~ that .tJ..trad I, s.dtll bad takea ad...,.taca 

o! bio poaitl.aD u lli1'eotor ot the llw York L1ta to ...,.... tor Ilia cca~pqo, 

~ 1181111>1 Oil ~, a larp -tNOt to aappl,r JII'OPirtiaa of tbe ... 

York Lifo. Ill GC~~p~t1ti'N bidcliDI tba - Cc.pu~7 tallad to -t the 

Jll'ice o! a rl'tal ·~· '!be ... York LU'a, hcaaw1, 1nf.......S ..._ 

o! tho lea bid -.4 all ad •- to rnba ita bl.d , aDd tt .. a .....Sad tbe 

oootro.ct to Ill-. All. tbia wu a ftnl.t of tba oolioiteticma o! All'rad 

I, Sol.th, 
. 

D. r. RouteD, Praoideat ot the btul We Inauranoe CCIIJ'IIIJ' of .... 

York, wae OCI!plllad to raoOI!Jlisa oorr .. poalanoa llh..U., that beaker dirac­

tors llW iDain.at 1D their aol1o1tat.laD ot clapoaita. Hou.etaa waa an ..... 1 ... 

and doft...t witDoaa, lolt tba lattara ,.. .. cooo1uoi.,., 1a epita of Snte.­

tioas in aid of tbe witDoaa b)' tba Chat-, senator n..,. IInder 1reat 

l'"lliW"O, Houncm ~ttad that 1n thaoJ7 a cootl1ct ot allagiaDoo qht 

&rleo 1o tba - of d1rao\ora witll 1DtarlM'r1QJ intanna. 

Ch&rloo D. H1lloa, a d1rMtor ot the ... Yom L1ta and alae ... IoJt< 

Stoto -.pr tor ~r•a L1ab1Ut;r, uaad hio 1DtluDoe 1n 1be llew Iodt 

Lifo to throw tba ~1aD -.4 Uob!Ht;r buo1Daaa of tho llw Iorli: L1ta 

to tho ll•plcO'n'a L1abl.llt7, 

HODC!011 Cboabb, a diraotor ot the Prudential Wbo waa 1otaftatad 1a t1ra 

and ll&rlaa iDa...._ oc h1a - aooaaat, aa abla toMb aaa of hie difto­

toroh1p 1o the PndaaUal to br1Jw PN~eatial'a t1ra 1oaar- lola1Daaa to 

h11 C111D clllpMd ••• 
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TREASURY DEPARTMENT 

IHTII:R OI"'''CII: COMMUNCATION 

DATK JUD8 121 1939 

,.bjoct a Toot.illon;r 011 Price F1xl.ng 1n the Izuoura~~ce Bueinees Presa11t.d 

s.tore the TNil:, JUD8 6-Jl, 1939 

"17 '- -

!l'be testimon;y preMnted duri"'! these two c1a.ra related tc jp'Oup Uta 

!DIUJ'InC• Olld tc the or<!.inary Uta iMurallca ot the princJ.pel no~>­

pUt1ciJ)8tinl c.-panlas. It -. -, beyond lll:f rea.eoll&ble doubt, that 

the rates on all jp'C>Up Ute itwv.rm ca and on the ord1.!1ar:r 1neuranco o! 

the principal non-participating o0111pelliee are t1xed by agre_,t cons 

tho principal 0001panl .. , witbollt lll:f o.-pat1t1on and 'llithout otfactift 

n&\llltion b)' lll:f public bod:r, 

GI'O'Jp Uie insurance a 

tbe tirot pert of the t .. thoony ~ted tc ;roup Ute inaurClCOo 

'!!lis !ozm of insurance baa lad a ..,..ry rapid growth. In 1919 tbere .,... 

olllJ Gl b1ll1on o! auob itwv.rance 1n !orce1 at tbe end of 1937 there .,... 

$1.3 blll1on, 

In the early days, underwritin8 practices and rates for jp'Oup llfe 

inourance were very dinrgent. But since the Fall of 1917 the principal 

-p&nios sel.l.1n& thU t7P' of 1neur111oa haft been &eatins at raaular 

inttnals to dNl 'llitb theM di...rgences. lfr, Pl1tm (Vice Praeident and 

Act>w"y of the 'lraft)Ara llloaurance eo.paav), Ill'. c-ck (Vice President 

and Act uary ot tba Aetna Lite IDaura~~ce Caopeav) , and other 'llitneaoes 

1lbo have participated 1n tbo88 ••tins& auttared troll lapses ot llellO.ry 

when questioned concarnl.n& tba buaioeu tranaaoted 1n th-. Howe'rar, 

l!r. Geoell, the able OOUD8al tor 1neurance atudies ot the SEX:, read into 

tha record a long aeriaa o! beaic doc-ts - contemporary letters, 

,_rlllda and llinutes - ebow1ng that the chief purpose of these meetinas 

bas been the •Hwri~t1on of ~t1t1011. 

At first the meetinp uons tbe ooiiJ)Ildes sellin8 group Uta were 

WormaJ. .• 

Unitona rates wre adopt.d b7 the chief ooll)l&llies - Aetoa, Tra'relere, 

Connecticut Oener.l, llatropolitan and Prudential 1n 1919. Tile Det result 

ot tho rates qreed upo11 ,.. to •H•lnate competition entirely so far 

u rates f or ;roup Uta o4.DnraD0a wre concarnad eocl& tbeaa pr1nc1pel 

~.. Slwrilor acre te wre Mda at the - tiM prorldins 
IIDitona collditione o! undenrr1 tins 1111d a wdtora scala of ...-iaeione to 
agent.a. 

• 
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Mr. lldte - 2 

1'be 1Dforul •eti!lc ot tM repre-t.i- ot tM pr1Dcipe1 """~"'"' .. 

... tranafoJ'IMd. into a toJWal Orov.p .Uaoo1at1on in 1926. Tll1a t oJWal 

u oool.&tion waa org1111becl priDcipellT to pat 1111 eDd to .., outbrulc of 

~UUon 'llbich bad taJ<ea plaoe 4lar1q the JrniOU ;rears. It wu 

hoped that the ..U cOBpM1ea oould be ooer<:ecl or cajolecl into "beiq 

eood' • '!'be Jllll'PO"" ot the uaoo1at.1on 1e ~ in a atat..\t written 

at t.bt tae of ita orpn1sation b7 oDe ot the principal uabera . •TbeH 

ro1u baft oot dealt with the lliDor det&1led taaturea ot the Wlderwri tine 

bot oitb the illportallt aattera upon 'llbi.ch the -pa"'•• obould be to-

1etber 1n order to pr'8tent ruiJloue competition. • 

OD boin& "'estioned about the act1T1tiea of the Qroup .Uaoo1at.1on, 

the fol.lowinc intar'88ting achange took place bot.eD Mr. ~ .Arnolc1 

end llr. Ylynn • 

llr. J.mol4t •Ja I oorreot 1n uiWiing that the pbraH •to eteer 

clear of 11117 1.ndicat.ion of coabination 1n reatra1.at of trede' 

....,., that you wanted tbot ocabination, but you weted to a teer 

ole&r ot the indication of tbo oollbl.notion?• 

llr. FlJnn• "Yea, I think that 1a correct. • 

Onr tbe period tl'Cia 1926 to 19Y/ the Group J.oaoc1at1on ccepen1ea 

bod on the awrage 93. 5 perc8Dt of tbe total sroup uta 1naurance 1n tbo 

llllited Stataa. No coapatit.ion aa to rataa, Wldarwritin& practioa• or 

COIIII.uion.s exiatad UIODJ the -bora of the Group J.oaoo1at1on. 

· In an effort to protect iteelt trcoa ent1- truat proaacution, the 

.Uooc1at1on ~ that a J..a wu ....cted b7 the State of 11ft Iork 

enabl1nc tba eoo.daeioner of IDeurance to eatabllah a:l.nt.a ratea tor 

#CUP lite inaureee. Tberaattar the New Iorlc Insurance Coalliaa1oner 

acted a1apl;f u the acent of the Group J.oaoeiation. He iaaued u ordera 

of b1a otnee, baTing lepl torce, eftl'7 ree ndetion aade to bill b7 

tho Group .Uaoo1at1on. Ueuall7 the raoo_,jat1ooa wre ~&ted u 

la'lll 1n a f" c1qe; nnu did aD7 lo1188r 1ntanal pa18 than a aontb. 

1!Je 11ft Iorlc rata lagall7 boWid the !leW York coap81liea 1n their aot1T1-

t1ea tbrougbout the oountrJ, and wu tollowd b)' all aabera ot tbot 

Group .Uaoeiation. 

Por group annaitiea, group aac1clent and health, and all other foru 

ot croup inaurece, except group uta, thee doea not e:d.at ...., the 

fora of the aatab1.1alaent of a a<n•- rata b7 an Inauranoa ec-iaaioner. 

'l'beae rates are aet aim~ bJ tbe Qroup .Uaooiation. 
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'!'he repreaen~tiftl of tbe 1naurlmoe oc.paniee U'1U14 naorov.al7 

lilt~ llt.boa&h the iAitill rat.. for P""''P l.Ue 1Mureooe ._... all 

aoi!otS 8011i tbe creat ""RpM .... rMl prioe oooopet1t1oo a::1ated be­

CIUII of the d1fterencea 1n the lise of cli'WideDdl IIDd 1n ad,1v.RMD~ 

o! ~he iaitial rete ude at tbe elld of the tint ,.ar OD the ba.lie 

o! tbe 80rt&lity e.:perleoo.. On 'Wiao.....,. qoeet1on1ng, llr, C •!r 

acree4-r that IIICh oaapet1t1oa u a imol'ftdin the ~t 

ot ~ ra~ on group l.Ue iD.eur&Dce after the 110rtalit7 experience ot 

..,. 71er 11 of 110 beDet1 t to tbe D1De llillioa ""rld.:Dg aen con red. 1>7 
VO'IP 1JI.IUr&DCe 111Dce C>:f rebetee IMide are peic! to the e.plo:pen tor 

their pan 1n the oontr1but1oa towarda thia :iDIIurcce cd 110 raPIQiaeDt 

b ude to eaployeee. 

All the repreeentatifte ot the iDeurmce oeapelli.ea 1ne1eted, on 

repeated queet1on1ng1 that there waa no need to eubject the proc11e ot 

rau fixilli b7 the Group .UeociAUon to C>:f tonr. ot public regulation 

or public control. Tbe7 re1Uaed, ot coune, to apply the - judpent 

to ~he rata Mldng aoti'Witae of public ut111ty ocapen1•e or ra1l.roed. 

1l>ia distinction reeulted 1n a aerie• ot aligbtl y earca.atic queet1ona 

!roe llr. Arnold and llr. Helldareon and Senator O'llahoney. 

!be ponaparticiJ!!tina caapaniaea 

!be three pr1nc1pel ooo-pertioipetinc l.Ue inlurence COIIpiDJ.ee are 

t.M Aetna Lite Ineurance ec.,pen;y, the 'l'raftlln Lite Ineurance ~ 

t.nd the Connecticut Oeneral, .All three are located 1n Harttord, 

Connecticut. 'l'heee three oo11jl8Jli.ee bald, at the elld of 193?1 ICM 

46.6 percent of all the Ord1nar7 oo...-part.ioipetinc 1Deurcce 1n force 

1o ~he United Statee, 

!be atockholdera ot tbeee three .-peniea han recei Ted, clllring the 

:rears 1929 to 19:l8, a total ot $5110'151000 1n cli'WideDdl , 

'l'hree tiaea eince 1932 tbe 1arp Harttord 0011peniee heft chazl&ed 
t.lle1.r retea, elld ea.ch t1ae the c11mpa haft belli IMide 1n agrs t elld 

b&" be.,_ etfectift oa the eae date. Tbe 193? au-•te ._... tbe 

aost COillprebeneift, co'feri.ng all foru ot 0rc11nU'7 non-perticipeting 

ioaurence 'llitb the aceptioa of a tw epeo1al foru. 

The nidenoe of the collaboration of theee ooapNIUa 1n reieing 

retae wu extracted tro. reluctant 'llitneeeea, under preeaure b7 llr. Oeeell, 

u a rUUlt of hie ab111t7 to c1~ the coatapo1'1.1'7 lettere and _,rallda 

Uluatratil!i the progreea ot tbe neaoti&Uona 1n ftich tbeee llllifom 

ratu were eetabllahed. 
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.... 'Illite- 4 

ft1e prioe J.eeduahip ~ ~ Jluot.tord """'P'"'ee wu ett..Uw 111-. 

.,.-tor t.he ,,,,_. : s 1 " eel11"C DOD-plrt.1ol~ 1w&z a1 

t~ tMir J.eed, 

Sneral wit.IM- ..._... ciM1re to .n thue &pi ,, ...... 

220 

l1Jbin& UDitoftl retae b7- ~ltUo- nab u "ttit pool'• ot 

wo-UOG0 or "ttit aobuct ~~·,but t.bttt pbruee _.,bed 
""'*' ~~r. o .. ell'• q~~~~.UoaiJic. Be ..._,. ~t ~ """'P"''., orte~•n:r 

bad dittertd in ~ pl.ut lor retae wit.h rtaar<l to expected •rtallt;r, 

ldalniltreUoo ch.lzopt, Ul4 apected r'ltuDa OD ~. All t.bttt 

ditftNDC.,, bowvar, wn 1roMcl o11t 1A U. ooataiiDCII 1lb1o.b en-h''•W 

llllitora ratae . Jlo fiJ'Il with lowv edllinittreUw ootte or a ....., -­

M l..anotMDt poll07 11 able, UDder ~ plan DOW 1D loroe, to t.u .,_ 

tace ot 1te •troa& posltlcD to ~far laftr pr1cu to~~ 

iDiunDceo 

llr. OeMll adduced ta.u.a;r to 8boor tut ~ m.deDoe ~ Ill'. l!ololr 

ot Fobru.ry 2'1, 1939, pep II>~~ reoord, em the OOIIPIUUw ttrDqle 

bo~ part.1o1plt1Dc llld Wli=jiW lo1o1plt1Dc """'P"'' .. wu at ~ 

lith tho tact&. Mr. !Cicer at that tae taidt eco.pnitlcD ""''p'll till 

atock OORJI'ID' •• to C<IM prett)' clole to ••tiDe the ooet. ot i.Dtlu'ccl 

1Hued b7 tM -t.Dal ""''P""'"". .... Bn>oiiMr, ~ ~ ~ Board <11 

t.be lie.- York We, latar ttat.ed, OD J'ebra.u7 15, pap 111> ~ till reoord, 

"!bo •t:ual lite i.DftreDDe -P'"'•• are till faotor that. DIPI dowD the 

coat oD stock ca.peai.ee u 1lllJ. u ~ -tual «apn'ee • • • • • Stool< 

O<lllpanieo haft to meet the iaeue or ao out ol bui.Deee•. 

!be great -tual ""''p'!!'!•e, 1DcJ.ud:inC the llltropolltao, the ~. 

llld the lin York We, ware iDduced b7 the DO..-perl1o1plt1Dc oa.pe!!'!.ee 

to ra1te their rate~ for leer thet till low rete• ~ till -tual ~"BP'"'•• 

would be iDJUriou to ~ baliDolu ~ till DO~petiD& «apn••, 

Par froa the two k1Ddll of o .. pemee lleiD& 1D ..u ... OOIII)It.1t10D, thl7 

eore qapd 1D clallberate ~llne1oa, llar1.Dc till depretlioD 7M1" till 

D0"'11U't1c1pat1Dc ooJIP'Die• 1111r1 deolAorlnc d1ncltDda regularl;r, boat till 

creat .,taal lite iuarcoe 00111""'•• 'lVI to t.boucbt.hl of till profit. 

ot thelr ..,ppoeed oo..,.Utort u to re1t1 ~...., ratae 1D ordar to 

p.t. the part.1o1pat.1Da ooapen< .. 1D a pot1Ucm to aau ....., ......,., 
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TREASURY DEPARTMENT 

TO llr, llbite 

t110W llr, (laSe 

Subject• r...t1Jooey oo Price F1x1nc in t he Lile Ineurance Blleineae• 

Se ttl.ednt Optioae and Sllrrender Valua 

Settment opt1011a• 

The leadiDg l1!e 1nlllU'U1ce cC~~PMiea aet at intenala tna 1935 

to 1938 to arrin at 1111tual. UDderatandiDga reetr1ct1Dg the !orme o! 

oottl- nt opt10011. 

S.ttl..Mnt opt1C1118 b&cl bee ... 'Nf'7 elabor-ate 1n the preeedi.Jw 

,..,.. and the edvllntagea ottered to poliqholdere under ~. bad • 

cane IN baeie o! e<ne competition, .,""1 cCIIII*dee -.iabocl to reatrict 

tbe pr 1Yilegll cttared under the tben current eet tl-nt opti one , bat 

~M)' •n• not prepared to do eo 'QIIJ.eee tbe7 eoolcl ge t tbeir ujor c.­

petitore to /(0 alollf! nth t~. 

::22 

The follOII'i.ng intereetins intercbanp took place hetoooen llr. aeaell 

and Dr. Hunter ot tbe !In York Lila Insurance Ccmpen;yt 

llr, Geeellt • ... I tate 1t 1t -• alao cleer tbet one ct the 

areat intereata o! the companies a t tend.iDg tbeee 

contareDCea ._. to brin, about a llllitond.ty o! 

poait1on on ~ part o! t he cCIIIII*'iee eo t bat c.­

petiti'N adftrltagee would not accrue to any po~ 

ticular ·-· · 

D!', Huntert •To suob an extent aa it waa pooeihle. Quite evi­

dentl;y 1t waan•t poaaibla tree tba action aa taken 

by certain cCII!p&niea. • 

The dependence ot tha deoia1ana rltb regard to eetu-nt optiana 

en uni!cn:dty and agranant 1e turther 1ndiooted tv the followina let­

t.or elated October 2, 1937, written by llr. llarehell or the Provident 

lllltual Ute Jneurt~~~ce COIJIPUI7 ct Pb1ladalphie. 

"Quite a ._bar o! the reJlftMDtltifte ot the contanmoe 

indicated a r~ee to their reapeot1'1'8 coapandae to adopt 

tba rule a, prortded a •jeri ty ot tba cCDpeniee ot tbair 01111 

croup d1d l1bor1ee , • 
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,. t~ R&t..Dt ~ • J'W>d>a 'llritt.l lor llr. llllrplo' 

or tbe !quit&ble Lit• lJWW-~ ot ... Toft iJidioat .. tba 

true ot lll11>d Jll'rrail1Jir at tbe tiM ot tb&M cCftteNIIoeaa 

•Progreae C&D calT be ...Sa 11 1D<U:rlclu.l ~· are 
w1lJ.jng to wal..ft ...u dilt..--.. 111 'fiawpo111t. ... _ ot 
tbe IIUOh peat.ar ..tnmtace wtd.cb w1.ll ac ..... to all tbroup 
a eOW>d solut.1on ot t.beM problaM. • 

•At tbl..e etqa it 1e IIOBt deld.rable t.bat eacb repreMnt.a­
tiw C<lllll to t.ba cOIIfe..,.oee ...tad wl..t.b aut.borit,- to ~ 
tor hie c<JIPUI:1 ae to ite ~·• to accept. •ch ot t.be 
above l'11lae 1nd1T1d11&ll;r, prortdecl t.bat. t.be ,....t ujOI'it,- of 
the other c011paniea are w1l.llJ!c to do l.i.loiWUe. • 

~23 

1!le repreoctat.ifta 111 t.be ujor ocapao3e• 'ftlt.ad at t.beM -t.111p 

aud tbeir Totes •re tek8ll lor tbe ot.ber o~•• preMDt to iJm>lft a 

aorall1 binding daoleratia> of 111t.aot1cne. 

'!he coapeniee agreeq to tbeae l'11lae did Dot fMl tbeuelfte 

bomd to appl;y tbea wben 111 ocapat1t.1on 111t.b C""P"Di .. 'llbo in t.be 

cootereoca bad oot acoept.ad t.be rulM. 

'nitre wu no pert1c1pet.1cn of aq re,U..to17 ottioer ot a State 

inauranc• department 111 IUl7 of t.beee ••tinBa 111 regard to inftr&II08 

options. 

'!he 111t:oeaaea repreMntiDc tba •Jor u.r. 1ne\lrance e<apan3ea 

resieted tba avg .. at.1en that their -tiDe• were priMrUT di rect.ad 
t owards t he aecur111g ot a nn1 tom pract.1ca. 'Dwy de aired to &1ft ~ 

l.l!preseion tbet tbeae oonter&lloea wre priUri)T ccnoemed with tbe 

elllW!aticm ot ~· Jll'&ct.1oea 8lld tbat their e1111111at1en bad ftJT 

Ut tle to do 111t.b caq~~~titift ad'f&lltace•· 

'nit 111tn .. aee 111 tbia pert of tbe 1nftatipt1en prcftd unco-mm1-

eati.,. and uncocparatift, •• tbe7 bad~ tba larpr part of 

tbe lite 1Dauranoe 111'J&et1&atia>. llr. lleDdareen araw "" .......,...t at 
bia inabUit,- to elicU dl..reot. re&p~~M&a 111 replT to dUect. queet.icu 

that be offered to biQ' • dr1ll!:: tor an:r ntae•• wbo 1IOII1d ...... r c:r 
<tUeation w1 t.b a clirect. "Tee• or "'lo•. 

'!be principal ccapaniN ba .. .,.., -tiDe e1lloe 1933 tor tba Pll'­

po .. ot nerot.iatillg 11111tol'll 111orea•• 111 t.be ••• .. r ob&rpa 8lld tor 
reducioc cuh Yal•• en pol.ioiae. 
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.... l!dtl - ' 

'l!le fi,.. pr1JIOSpal I £ ! .. llaW _, ~ C11 \1118 llllt3M\o 
..,0 11> .. ell c ..... ,. nt ... -' • fWUin' ..uu-t ot \be outa 
ftllltl of pollcill llllll a twa 'lwr :lJI I • Sa \be lUI I 1 ollarplo 

AIJ-nt •0111 tl• tlw pftllalpal a ; ta• \c Sa I • \beir 
.,..X..S.r eb&I'PI llld \c radaOI oub ..at.• ild.\iated a .... Nl •-
111nt 111 tbe - cliNO\lce tbrcnpnn\ tile Uti s.-.01 ~-. 

The oeoopeniel 1lbD were -" utiw Sa 11e10t.iaU.. u. .... "' w 
trUd to pUt. pn eiNN ce tile o\ber a 1 m .. 1lbD wre 110\ 10 -...r. W 
it ua 110t clear ..t.tller .., ettecUw pre__.. extealecl btifCIIcl pa-s-. 

Ill t.bi.e •t.ter t.be larp : 1•• \colt ta. ild.Uatlw. fte ..U 
-• roUcftcl tile pr1ce lNderllb:ip ot \be !arpr, .U a nllllt ot u.• 
cbaJ~Ce•, e<aP~t.it.iCD • ot1'erSac attractiw cub _, e r ..at.• -
•wre)J' evrt;a1led, cub wzz ' r ~· wtn aedaoed, aad auaWiillar 
dw'IU 1Jioreuedo 
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Subject I 

TREASURY DEPARTMENT 

DAft 

llr. 11b1te 

l!r. Gaee 

r.atiaoey BetoN tM r..pon~17 llational Boallcaic C..-ittee 

on Price P1x1llc in tba Life Inau.raoce Buaineeat llltplac~ 

menta, 118-ineurance and Large Rieke, Juna 21. , 1939 

~pl.&c«::ontao 

!!epls.-mont aeane tba taJd.ne or 11!1 ineurance buaineea !~ OM 

ccnpaey end pntti.ng it on tba book a or another C<JIIIf*ll7. 

ConfeNDOIS to decreaae tba -t or Npla._t hagan aaq the 

principal lire ineurance ccapaniee 1n Jul;r 1930. An agN-nt waa 

""ehed o! Which tba tollooriz>« stipulation waa tba -t ieportanto 

"'hen a CO!IIpAIV ahall. r~.,. an application for ,_ inalll'­

anoa lfhi cb apparent ly will. Nplace outetandi.ng iniiUJ'ance 1n 

lliOther cca~, it lball. prc.ptlT noti!)' the other CCJII~ 

and shall dalaJ the iewuca or the new tor at 1eaat two 

neks eo that it '8'1 bear troa the other company and the 

other c~ rMq he.,. opportunity to conaer'N ita buainesa, • 
• 

Ae • reault or tbia &graeMnt. ccne:idar&ba llllllbar or ~:eplac•onte 

ha• .. bMo uoidad . In u-ral the ca.paniaa !r<1fiD on 111"\Y attept of 

their &1811tl to taka &n;r the aiati.ng buainell or another Ccoop&IV • 

lhUo insisting that the ~·· are pnuinaly compet iti ... , t hey alec 

contend that 1! AD70"' ftllt e to chan;:a bia pollc:;r, it 1e to b1a c raatoet 

advantlie to IIIAka the change within hie <1fiD comp1111. In t act it ie •P­

poraot that tbaaa obatacl.ea to repla-t are ailoply another wtJ¥ o! 

linlit1t1s ccmpatiti011 1n the buaine•• · 

R._inauranot 1 

Re-insurance ie a •ana or epa oadlnc riaka. A ~inauriDg ccoopaqr 

bu no contact with t ba i.n8llrlnc public . It deale onl;y with ineuranca 

cccoponiee. 

lllto ... 1929 cCIIpelliaa MlHnc ~in.lareDca weN bidclinc againat 

ana another &lid n~teo •re p'NlMl;r C~Q~~Petiti.... Tbia 111\urlll;r 11a1tad 

the profite of the ~II ADd _, thlri!ON Nprded IV' t he prinoipal 

COIIplllieo aa "daat.....,u.,. OOIIPitit.ion•. In 1929 the prillcipal ~illnJ'­

I.Ilfl COIIIpani.ea becan ooatarrinc to pre._t Nte cutt tnc . TM;r •t llllitom 

rates in 1930, li!Uch bova bean tollOIJad a1noa than b)" tha pr1Aoipal 

COO;peniaa sa111nc ~in.,...,... . 
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1!!1! ri!ls!• 

V•'l'1 lt.r .. r1.a -.u--. a !lpM1al ... D~l• f or 1MvaDoe 

_P"", .. t..- t11ere u .., & : n:r b1P dlath rete ..,.. r1 .. 

oftr JlOO,OOO. 

eonterncae tberefON \oak ~ t..._ U. priBGlpal. ; 1•• 

1n 1929 leadl.Dc to 110re r1c14 Mdioal n:ud.DIIt101111 and ...,... axtena1ft 

cooporat.1 .. iJIQIIirY into U. ba'*lzowd or a80b par\1ovl.ar appli~ 

tor ve'1'7 large polioiea. '!'be builla .. ~aiNd that. aquall;r 1'1c14 

aoc11eal u.-1Dat101111 t. iapoe'ld 111 all ooepanlea t.o ........ t en:r 1Dd1.­

-ridual aboppiJtC ...-1 r:... • •a•r to c~ to rat a -t wita 

OM which had en eaeiar •eli~ a:u.1Dat1oa. On thill aattar t.!la te ... 

t1-v' or 11r. llllr'pb;f or t1>a !qllitaba Aaaur- Sooiat;r or .... Ioztr: 

ne pertectl.T clear• 

llr. Oeealla "'lbia tbell would t. -u.tr l..M'- 1D U. life 

1Dauruooe baa1Deea 'llllere the ...,.,.. ~·• •• 

leut, talt. tbat tbv dieS not Hilt to o-te.• 

llr. II~• "1 tb1Dic tl>at 11 correct., ;rea. • 

llr. Oeeella •'l'be7 d1cl not Hilt aae 0<111*17 to ba .. a ccapeti­

U w Altnntep liT atferilla auptl:r laee 11a1cl 
to ... of Mdioal Ulllllill&tiOD CD U.ea la.rp ..,_. 

than ano~r.• 

llr. lhxrpeya "'ee, that 1a ri«bt.• 

Z27 
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TREASURY DEPARTMENT 

INTitR O FPICit COMMUNICATION 

TO 
llr. 11h1h 

1/r, Qua 

SUbjocto TostilooiO' on Price P'U:1Jis 1JI the lDII'IU'..,ce ~ ... 

Allmdtiee, J.- 16, 1939 

'!lie s .s.c . preeented t .. tUocm;r aboor1.ag tbat u a ruult or i.ntel'­

c~ -uaa• eubat&lltial aa-at wae reachecl ._, the •jor 

c~iol 011 tM teftll of &lliiDit;r ~tracts, Ca.pet!.Uoa ae eliJoinated, 

The amuity bui.llaea 1a ooe wbicb baa ,......, repi~ 1JI ree&llt :r-•· 

IJI19l3 the prn1ma iJioolle froa annuit;:r oontracta waa o~ t6, :350 u.­

Nild. Eml tea,...... later, i.n 192:3, it -• cal,T $18,625 thouand. In 

1929 preiUII i.nc..o was juet UDder tJ.OO llill1011, bolt b:r 19:35 it t.d r1een 

to ..... $510 aill1oo. 
f 

Meeti.nga Mft baeD Ml.d troa t.t.. to t1.a b:r the repreeentat1fta 

or prilloipal <>a.pll'iee to dta"""a ammtty prelli•• and othar utter• 16-

toctillg annuities . ~- -tiDB• baft been aore frequent 1JI rec..,t 

yoaro, Sene t went:r large oc.pantn s-rall¥ a t tend . 

Arter theae ... tinge wre held , the chainlan destr01Wd all papere 

ltld mutaa relati.Dc to their JII'••-·11QBI. T'b1a doetructiOD ot the rel­

ovant rocorda rreat)¥ c<apli.oated tM S .B.C. •a i.nftsttgatiool 1t wu 

ntceaaa.,. tor the s .s.c , to p1- topt.Mr 'llbat had happened b7 aearc~ 

!.ng tho tiles ot the c<apanioe Wbo bad attended the .. t.i.nga . 

Agrolllenta 1n"'1ftd not onl:r the poo11QB or 1110rteli t:r oxparieuce 

but &leo the ecooptiiDce or -- lo&di'Dg chargee and c.....,., i.nteraet 

rates, Uniform ea-nte 1nc1ud1Dg a large n•ber of occp~nl ee were 

rtacbed llao with nop:rd to ...-1aa10111 paid to epnte. 

Quite troquomt)¥ a oo..,....,. wbicb could not attend mdant)¥ ,..,. 

notice thtt it waa prepared to ro al""' with • aajorit:r decieion ae to 

rotaa or ~aeiooa cOQJ.d a aajorit:r dacieion be reached. 

Votaa wtre treqoen~ tu.. on illportant ii1U81 b:r the cClllp&IIQ' 

reproeentau.,., at tbe• oooter.cea, and tM 'fOtara ob'fioue)¥ reaarc*l 

tbeaaelfta • 1J1 a poaitiCID to biJid their OCIIP"JJi••· C<apantea Wbo wteb 

to follow an illdepaodant l1De • re wbjeoted to "-1181-..:r• pt"'OIIII&bda. 
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All of tbe .. ,. \e n• ..., 111 Uoe• ooal'e: •• ft8111W 111 
~.not ~riJIC, u.1iir "''-• 

The followiJII111\8NeUiiC 111\8 ......... 8 \ock ~ be ... D IIJ'. 0.-11 
w! Dr. Hunter, 'IIIIo NJift-tec:l tile ... Yo:1< State Lite IJwa:- C<apl!!Q'• 

11r. GeNU• • ........ ot tbe bU1o -1deret.1oU 111 th1e­
rete 1DD- - tile 'llllito...S.It' of tile cleoidC8 
'lltdoh wu to be~. tbet the oCIIIPM' .. , ~ 
of thn,- -uJ1.DI to telal u:r poe1t1DD rt11l 
re..,.o\ to ,.. re\ee 111118N tbe7 lain \bet tile 
oUoei' oape"'•• ...... 101:11 to be 111 &DOOM rtt.ll 
tbe'1r pN&tM. I• tba\ oca a:ecrtt• 

Dr. llllD\erl •!bat 1a correot.• 

A record tor 41~ -re ...S clel.iberete - 1<1111 wu en 
in thia hoariDC by Ill'. S...tord, t.ct.....,. ot tile lletropoliteD Lite 

InS-..ee C~· 
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.. .,. ,_ ao, 1m 

lb:.lbite 

- Jlr, ClaN 

~joct• re~ CID IIOdM td teniatioD ot llie iDnnDce pre-ted. 

bet ore tbot r . l .&.c., "- 12, 1939 

232 

!M teot.imon;r pree•ted. prowd _,,,1.,.~ tbat b)' tar tbot gn&t.er 

put ot ell lU'e i.D.ourenoa t.eraiD&tea 1D a _,. which trutratea tile io­

teDUoo ot tbe poHOD 1lbo took oat the llie ~ policy, fh1.a ~ 

tratl.on o! tbe 1Dtat td tbe poli~ldolr 1a part.ioular~ •tr1.k:1Dc 1n 

tbe cue ot the Indlwtr1&l uta 1Daurmca bou&ht b)' poor people . 

During the years 1~)8 1Doluaift, 83 poroeot of the .,.. lite in­

_. writt... JIVe~ f&plMecl old iDauraDoe tbat had tmainate4 and 

bid paned ott tbe boob td ca.pud.M. Ill other 'IIOJ'CI.I, ot nery tboaaaDd 

dollars of new lite iJIIIurclce written rz- 1928 to 1938 1Dolu.eift1 t830 

wu -~ to replaca ~ tbat W tenainated, 

hca the polio;r-boldolr'e point td new, te111lination by death, b)' 

dhebllit;r and -toarity repre-t a&tiatactor)' cc.pletion ot the inauraDoe 

contract, Cld it M¥ be a&1d tbat, to tbot uteat tbat GP1r7 repreoecte 

tbe tenoi.nation nt policiaa oriB:'n•ll)' 'llritten for a tera ot year., 

upir)' llao repreaeate a .auflllltor)' -.ode td ter=inatinn. . 

C<mtrar)' to popiUr DOtion, da&th aocounta for onl)' a ftr)' .all 

proport.ion ot tbot totel eoaat td uta 1Daurance terainationa. 

tbe great bulle td uta ~ tel'llinationa occui- in a manner tbat 

UIIIIOt be reprcled u aetiatactor)'. 

1iben the failure to -.1.at&1D prai,. p&111&Dte oooure before the 

1'01107-bolder 1a entitled to a NflmQ td e:r portion of the reser... apinet 

hie policy, the ill.ourenoe 1a a&1d to heft tel'llinated b)' l&pea. 'l'h1a 1a tile ""7 

in wbich the 1t.rgar part td lite 1narenoa te111linatea . 

Uter the polio;r baa heeD 1n toroe tor a period apooitiacl 1D tbot 

inourace CD~~t.nct, uual..l)' t.- 3 to S ,..are, the poli~bolder 1a 

OOtithd to ~ ... a ouh ~ it be diaconti.nuea ~ of ~· 
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I!IU cash uoount is lalo1m u the caab surrender Talue 1 ancl policies thet 

t.eradllate 1n tbU JIIIDiler are sa1cl to taralnate b)- ourreocler. rtw cub 

...-nder value ia only very rarely equal to the policy' a acctlllllll.atecl 

~~.,., 1berefore tbia .. tbod of tenoination must also be regarcled as 

truat.ratin& the intent o! the pollc,-holder. 

Otber W158t1a.!actory atboda of the temillat1on of lite insurance 

are b)' ck!cl'O'Ille in the face value of the insurance policy and in certecltl 

cues o! expiry, All these modes of termination are call.ed by the in­

aurance businese •voluntary• tendnation.s. Cucul.atively they represent 

U>e extent of tho fruetration o! the original pu.rpo•e for which the in­

:unnce -.u talren. 

I! n d.i vide the 16 years 1922-1937 inclusive into four 4-ycar 

porioda1 1re find tbat in each of these the percentap even of Ordinary 

1.nBUrence which terminated by death wu very l!llal.J., In the fiut !'our­

rear ptriod it counted to 7,94 percent; in the second period to 

8.29 percent; in the third period to 6 .66 percent; and in the fourth 

to 9.88 percent. 

"13 ... v 

During the san:e years we !inc! that lepus accounted !or a far higher , 

porcentage of total Qrd1nary terminations. FuUy 52.59 percent of ter­

llllnation.s were lapses in the first period; S). l6 percent in the second 

period; 42.19 percent in the th1rcl period; and 36, 47 percent in the fourth 

period. 

}'llrthemore 1 the percentsge of unsatiefactory terminations is IIIIlCh 

greater 1n Illdnstrial. .tnsur.nce tban aey Ordinary insurance. I:ndustrial 

1.nauranee ia sold usuelly in small Blllounts1 collection• heine made by 

otent.a through door to door canvass. Sometimes it is familiarly known 

aa "bo.rial insurance• . SUrrender ricbte in Industrial in.surence are 

generally far leas favorable to the insured than in other types of 

i.nourance. 

In the years 1922-1937 inclusive, death accounted for a very small 

percentage of tbe tel'll1nat1one o! Induatrial inauranee. D1vidin& tbia 

period again into !'our aub-poriods1 1011 fine! tbet 1n the first sub-period 

S.l percent of all Indu.atrial insurance terminations •re accounted for 

by death, In the second period only 4 . 7 percent; in tbe third period 

3.1 percent and in the fourth period 4,0 percent. .Among Industrial ter­

d.nations1 lapse accounted for 8), 8 percent of all ten:d.nat1ona in the 

first period; 81.7 percent in the second period; 73. 7 percent in the 

third periOd; Mel 63. ) percent in the fourth period. 
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It 11 clear tbat a cr-t ciMl of JJ.fe 1Dnr8Dce 1e written llhicll 

~· ..,t ~ on tile booke of life inaunllce caopon:lee for art con-
11c~oroble period. In 1918 then '11&11 a total. of 127 blllion of JJ.fe 

jM1lriDCO on tbe boolal of all lepJ......,eene JJ.fe 1neunnoe ~·· 
J)zr1ng the l0-7e&r period 1918-1927 a total of tl09.8 bl.lllon ot on 
liclinO•• waa 'lll'ittan. Dllr1nc tb1.a period, bonftr, tbare wu a total. 
c! $54.4 billion of iDeunllce that paaeed ott tbe boolal of tbe caopoo'"• 
CIDlJ ?.97 percent of tl>eee tendnatiooe were accountehle to cleat.bj 6.2. 32 
percent were accounteble to lepee. 'rile 111t pin for the 1.0-year period 

..., $53 billion. 

'n>e period 1928 to 1937 inclusive etartecl with $9:),6 hilllon of 

boliDe•• on tbe boolal of tbe ~pard ea, Dllr1nc this 1.0-year period tbe 

- basineae iaouecl -.untecl to a total of $146.7 b1lllon. In tbet 
- 10-,ear period the total of the iDiuraoce that tendnatecl was 
SJ,26,? billion. ?.'beret ore, there waa a 111t pin of onlJ tJ,6 b1lllon1 
~.? billion of 1nsureoce bad to be written oo that tbere might be 

a net gain of $16 billion. 

'n>e pin in tbe period 1918-1927 wu ~S3 b1lllon; the gain in tbe 

por1ocl 1928-1927 was $l6 billion. The tendnatiooa b7 cleath in tbe t1ret • 
period representee! 7,9 percent of tbe total tendnatiooa; in tbe seconcl 
period they clropped to 6.9 percent or total tonoinationo. Dllr1nc both 

per1ocla the larseot ISi.nsle 11ode of termination waa by lepee. 

La!l$e accounted tor 6.2 percent of all terminations in the first 
10 years; eurrencler accountecl tor aJ.aost l6 percent; and decrease for 
4.4 percent, Tosetber theae &Oclee or tendnation that represent trua­
t.ration of purpoaee accountecl in tbe tiret ten )'ears for oftr $82 of 

ne,. $100 that terllinated in tbe period. And thia 11 • 11iN.a eetieate 
o! the percentap of tondnetions that represent truetretione of pollcr­
holders purpoaeo, 

lm'ing the aeconcl 1.0-year period 192&-1937 inclnsive, tha DOIDlt of 
1.nourance aolcl in each )'e&r .xceeded tbe •ount terrainatecl ucept in tw) 

,_... - 1932 mel 1933. Wbon tbe clecede enclecl in 1937 tbere na OYer 
$96 hillion of ineu.rance in force, an .ount that waa tJ,6 billion greater 
Uwl ill&urance in force in 1928. In thia 1.0-year period tha total JJ.fe 
w urance that torminatecl uountecl to tJ,26 billion. Llple accounted for 

OTer Sl percent of tenoinationa, aurrencler tor elloost 27 percent and 
decrease for over 4 percent. These G!Odel ot termioation COIIIbl.ned ac­
e~ for $83 out ot """1'1 tJOO that terwJ.natecl, '!'be percentase of 
tel'ld.netiono llhicll represent truetretione of tbe intention of tbe polio~ 

holdar were tbaretore alaost exactl7 tbe •- in the two ~ periode 
ltw!ied. 
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ac.tii1DC ot u. ...... ~ • -- ill. lUe 1ai .. 

..U00" •• be 1D41caW b7 1M rllllt -.. 193 .,,,.,. nne vw P"''e1• 

..,. m.tt.eo dar1AI u. ~ 19:18 to 19.J7, '111ft- a~·--

ot 19 aJll1on • ,..,.. '1M Mt. ..,.. at. tM 1114 ot tM period - uoad 

6f llil.lloD pollciee. ID abort., ftW' 19) w1ll1m P"''e1w - wnt.tea 

t.o accospH.., a •' ..,.. ot U'CIIIIIIl 6l w1 1 " on• u bu be.a abaiiD abclft, 

dtatbo ecccnmted onlT tor a ftr7 ..U pnuatap ot U... WYJ. ....,m 
tiona. 

,. con ot ~ tor 1M att.pted IDd -ooealltal. W'f'1as s.... 

'IOlwcl 1n IDddtrlal pollolea 1a ftr7 blfljl, '1M ooet. ot 1aaanDoe to 

tbe bolder• ot IDdutor1al1wa-• pol1o1N ...WS baw ..._.-!!lea 

ll tbe;r had tabD tam ~. 

n.ore 1a coau.a:L "'''nc llld re 1 "'nc ot IDdutor1al po]lntea 

t.o tbe - !aiq IDd U. - 111d1't1dul, CD 1111 &ft1'&p -'ldnc 

l.ilol 6 Ind».atrlal polloiaa per taiq ...,. eol4 ill U. llld.W at.atea ill 

tM period 192&-1937. 11114 ot thNe 6 alloat. 4 l8peed. 

'nleee !al.l.iee peJ.d a cr-t dMl •re tor U. iDaurel>ce proteot.loa 

tbe;r receiwcl than- -NIT· tbe7 _..in tact. •P&M 1A llllbd­

diling tbe iAe.tfic~ ot U. lUe ~ c .pi' • •• &114 t.be relat1nl7 

h1&b laftl ot bec.tlte 1114 di'fideDda peJ.d to t.be boldlre ot Ord1Aar7 

pol1ciee • 

.llliNaz en.s.ate ot U. caiAe to lUe Lww- c FC"l•• l.Jnol....S 

ill ourrendered &lid l.8pHd polloi.. 1a clu1. ftCl troll the t1pre 011 t.be ftllllll 

of the ea'l'inge ,...erw• torte1W to 11!• 1AftftDoe c pal" b7 l.8pHd 

ml IQ!16ildet.cl pol1cT;Iloldere. '1M tot.al pill bca t.b1a eoaroe Oft1' 

tbe 20-,.ar- period 1918-193'7 -t.e to Oft1' 81•4 Mll1m, Dr. IM....,.....t, 

rpeci&J. conn1t1111t to the S,I.C., on tb1a ~ter, Nicl •. • • • the 

fi&urea giftll abo1r t.bat U. ~ 'lfbo• 1AariDoe t.eml.aaW bl 

lapoe end aurreoder loet. at 1eut t.b1a -' ot t.ba1r ..nnce. ID 

Otber 110nle the tot.al of tbl ~ 
1 re-.. t.bat ~ D0t re­

t<li1Jed to polio~ apoD tM lapM Gil' iWiwodez of t.ba1r polioiN 

_,.,ted to 81· 4 ldlllon ill U.. ao ,_.... tb1a 1a a •lal•• eetiaete 

of pollc;r-bol4ere • loe- 1111aoe DO ao001Dit 1• tabD ot Oftl'~ 

tcqu1e1tion aoet.e obarpcl ap;1Dft t.be ~ tor t.be abort. pa"iAicl 

ot tlM 1D 1IIW:h be bu bacl 1ao a .. ,. protect1oa. 

Dr. Doit6L4>0Tt ea1d t.11at be - oow1.ac ~ to t.be ooachftOD 

that poor MD teldnc out 1anr- 1IWlcl be better ott, 1A tbe -ccrept.e, 

1! tbe:r took oat tam 1MAL •n rau.r tba IDdll8t.r1al iDnz'-· tbe7 

1IOIIl.cl baw bellll -.oil better acl'riNcl DOt to tr7 to tea aq 1w 'DN 

of inllunaoe t.bat "-1w a ...tap e" t . 
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11r. Clu!<, ~~~-~ 1911......_ JUe hu 01 c z ; ot 

fuhingtOD, D. c., teaw ...... tllat 48.4 pei'OC\ ot 1111 pol1q .....,_ 

tl.olll 1D hie c~ took ~ w1WD till t1re\ ' utj41w ...a • 

.f,bout ill peroeot ot 1111 tel'll1uau- took ~ bet- pelt~ .. w 

bHII 1D tore• a 71~~'• 'ftiRoe 11 liD ~ to bel.1ew til&\ W. ~ 

U UDiqlleo 

l!r. Cl.ark .... ftJ'l' ftCU 02 'ldlet.lulr bia capul7 ude ., _,. oat. 

o! lApsee , He euppoMCI tllat. \bq cl14. 2ba foJJ.ow1uc _.._p 1ud1oat.u 

U>o cb&riCWr ot tbe acoount1Jig pract.ioe ot llr. Clark'• CICIIIIPUQ'I 

lfr, Geeell1 •It 1a l'llt.ber Wport.aut baa tbe poilrt ot n.... ot 

the -a-ut tor JOOr OOIIpiUJ to a- 1111et.11er it 1e lllk1Dc 

or loaiDc ....,.,. oD tbia lapH buizleea, 1a it oot.!" 

l!r. ClArki •1111, l dl>u't a-. At. tbe eud ot tbe 7111' 1! ._ 

!ouuc! out 1111 baft Mde .... ~,.. U"e Nt1at1ecl. 1'e dl>u't 

haft to look to - ~ ...... 1t - trca.• 

!be raw of lapae ...n... w1CS.l;r betweu cl1ftU"eDt compaul ee, tile 

.allor oompani.ea, ou tM *ole, bft1uc a bipr perceutep ot lapeee, 

IIIII lAps .. bel.Dc 110et. lrequut 1u tbe llouute1u MCUou ot tbe Uuitecl 

st.atu and lD'nat 1u the lin luglud aucl ll1cldl.e AtlauUo -'iou. 

l!r. J. N. &1_.., llulqer of t.be We Iunrauce 8alee l!eiMJ'Ob 

IIUreeu, teet.1!1ecl tllat. ...... ._... ~tly o.,.,.....,lcl by hi&h pree..,... 

Dllt..bo<U and by CS.l1berete aiarepreeauteUou. em. l'MIOD tor cwer-eell1uc 

.... the pres81U'e upou qem.e. 211a old pr1uo1p1a or apocy uuac->t, 

he said, uaecl to ba to att..pt to 1uoreue nlee at tbe rete of lDper D.r..DeUteet 

a year, Jdbereooe to tllat. pr1uc1pla, 'IdleD 1t - 1apoea1ble tor tbe 

OOWitr7 to CU'J'7 eo larp a rate ot 1uorMM, IINIIt. a ftry ooet.l;r proceae 

or writiDc inBII.Juce, ~ tor a41d.J11et.r'at.1ou, eud t11om hpeiuc the 

~. He oouceclecl tllat leae effort to eell eo brp 12 ~ ot 

buainesa would reeul.t 1u a DICb l.owr rete or lapee bee.- t....r peJ'8021 

1d>o 'lllre uuable \o OU'ry u.a-- WDUld boQ' 1u tbll firlt 1Aet.euolo 

Ill'. W1l.l.1a ~. l'rN1cllrllt ot the Aoac1a lioltuall4te x:u.ur­

Corop.ny or 'faebiugtou, D. c., teet.1t1ecl t11at be ... ap1uet. tbll b1cb 

Fe•IVI •thoda uaecl by .... c"''p""'••· 81• OOIIP"DT, be &&111, pluecl 

-.phaeie on tbe aouut ot et.able blaaineee 111'1tteu, l"&ther theA tbe 

£1'018 'IOI.I, He iuc11catecl a1ao tbet lllarepreeauteUou ot the teJU of 

lite inauriiDOe wu ftry ftcs.apreecl. Be &aiel tbat t.bere ... oo part.1o1llar 

ldnotap 1u lite ~ 1r" be1uc ftr'7 lU'po llr. ~IT 

~eeecl h1•Nlt u atl'oll&l;r 1u tnor ot tbe prtpoipla ot ndr~UC 

P"'Q ~.ad rat c1n1 dlY'trr1•, Be Mid t.ba\ tb1e e1n1•'Md U. 

'll&ete iu'IOlftcl 1u lapeee. 
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(All -,.1oo, la od.lllao o1 dolloro) 

tllridMiloy 

3.910 
12,24' 

1 
2 
2 
5 

10 
6 

l 
4 
7 
9 
7 

10 
10 

'i 
8 

' 
.o6 

19:18-1911 

2.15 
.99 

?.<JT 
6.59 

100.00 
100.00 

I ... Fh'tl 
I I ... I 
.~ .... ,,._,. 

1,i 1, 
1, 
1.258 
1,5ii6 
1,4JZ 
1,1i7 

~ 

2.37 

ao."" <1.7/31/~> 
ao.~ (1/1/~> 

'!} - l-• lllal..U.C .-iftlo, illcn .... , .... Url._.. 0114l\l- . 

}1 ... _, o1 la-- la fwoo •• \loo ...._ of ~ JOdo4 h f- 'b7 o1t\'"""l"' \loo -• o1 t.ao-oo , __ ._. '-lac \b 

,..,.S.of. two. .U aaowa\ of le.au:r&oe la toroe at the MaiJml:DI of the per1o4, pl\111 ..,.,..h o! lae-.o.oe w1ttc •GIIriD& ..,.. pei'IM.. 

a.-~ "._~ td ~1·• "')Or U.n.a •o ep.ot.at.or cb..aa•• -.ah TMZ. tlM ..,... ... of~ tu. toroe •t \be -.4 ot -:r 

~loA ~ •' .....,17 ...-1 U.. .u;~ of t.ot.el A-. hnea ~ ~ce la toroe •' tbe ~&b=J.ac ot \b. perlo4.. .S.... ter.s. .. u-... 
11---· .. \M pea\ popor-U<e of U. \lruiMaa h ...tu~ \7' ~·• ..td.cb 4o noport to Sprectator ee.oh ,.,._, * ...-tlal 

--~ o6 \he .:-. ... n&\AH'a le ~ l.a:pai"N4. 

....... ~ a •» s._u..,..al, &oo.:.oal.o o...1\ .. e, J'._ 12. 1939 - ,..-. 8). 
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TREASURY DIEPARTMI!NT 

INTIEit OI"'"'C IE OOMMUNICATION 

DAn June 21, 19)9 

TO llr. "Illite 

,_ l!r. lheeler 

Subject• The Leg1alat1 ... Activities of tbe Association oi' Lii'e Insurance 

Presidents 

rtstla01!)' on the A.L.I .P . and the methode it uoea to ini'luenee legis~ 

uoo. By Vineent Wb1 teitt., Preeiclent.J R. L. Hogg, General COIIDSel; ancl 

R. L Cooney, Georgia repreoentat.ive , all o1' tbe A.L. I .P. 

The testilr:onr &hCIII'od that tl!t in!u;ance companies are deeply 1n~ 

TOlwd in politico. and it re.,.aled that tll!y regularlY r.ako usa oi' 

bribery . lntimida tion . and deception 1n aettiM what they want !ra:t 

the leg1&leturea . 

'!'he algnificant Cacta ""re clrawn !roa reluctant witneaoaa ~ 

llr , Gesell, who was able to refresh their lagging ~tt~mories by reference 

to a great array or d&tailad do..-ntaey material. It was due to 

-:.sell's aldll!ul preo«~tation or the !acta that the activities or the 

eoq>enies were eo clearl.Jr illuminated. 

The A.L.I.P. keeps a careful watch on national, state and local 

l.asi&laturea. It •ploys a lara& eta!! o1' legialative experts engaaecl 
1n protecting the interests of the c0111paniaa. Ite lj!enta make use o1' 

all the ordinary methode or organising political pressure , ao wall ao 

bribery and intillidation, 1n securing the paoaaga oi' lag1.sla tion they 

want and blocking proposals diat&ste!ul. to the cOIIIP"Jliae. 

240 

l!r . 11h1teitt explained the organization o1' the A.L.I.P. The organ­

ization conaiato o! the presidents or lapl reoar-no lii'e inauranee co:.­

paniea doing about 8S percent or the inaurance busineao or the Uoi ted 

Stctes. Canadian oompaniee also are represented. · The Association hu 

annual meetings, but policy ie reall.Jr detel'lliM<I 1:>7 the Executive C.,.,.ittee 

-.posed II'Ostl.Jr or the baade or the big eaotern ccapaniaa. 'lba Hew York 

ortl.ce under ifnitsitt has a start o1' siXty; suba.quent teatilocey prone! 

tbot the association also has a' ants in the field '01\o wort< !or 1 t altho~ II 

n'*lnaJJy cployecl by ~r compan!.es . lloat o1' the funds are raised by 

••ao•-nta which ba.,. run around $400,000 in recent :rears. 

WM.tsitt' s etar! round it nacassary in 1937 alone to el<amine elneo 

thousand b1lla . .bong theaa were billa to incr• ue pr&o~iua taxeo , con­

puloory inftataent billa, savin«o bank insurance bille , billa restricting 
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!J!tert•t on policy loans, billa aubjeotinc uante to •1'1 tten ""*"i na­

t.ion, iM.,.. end oU>er tax hUla broad eno,.h to iJ>clude iniiW'Uioe, 

b!.lla to prohibit race distinction, ...S mortga,r3 m.oratoriUII bUla. 

!bl J.S$0C1&t1on !OUDd al.a!oet all ot the• billa ol:llaxiaua ...S worked to 

do!eat th' "'• with a very h1&:h dee rae ot success. 11bi.teitt expla1Jied 

that all billa oppoeed wu a oppoaad in t he intereat o! the companiaa• 

cUonts, but his argument r.., wry thiD a t some pointe, tor inet...oe 

on tba reasons wey h1a Asaoc1at1on opposed bUls reatricti.DJl interest 

on policy J.oana, 

lbitsi tt npl•1 ned the tight of the Aaaoc1at1on in the courta 

eea1nst the Frazisr-Lemke Act. The Association. retained John W. ~s 

as =•1 and apared no expense in carrying the case to the Suprn. 

Court, where the Act waa declared unconst1t.>t1onal, 

The testilloey rewaled that in - cas .. loc&l insurance uncle,._ 

writers have ditfarad with tho ~aaoc1&t1on on leg1olat1ve 1aauea. In 

theao cases, the Asaoc1&t1an 1a ehle to brin&" a!Cect1ve pressure to 

boor on the local men eo as to bring them into line, 

llbitsitt gave some reluctant testillon;y on tbe DOthods ot briDgi.De 

preuure on tha leetslaturea, wt the testillon;y o! tba other witneaaea 

was more detailed and more reveali.Dg on this point . 

Robert L. Ho<1, Aaeist...t General Counsel, e>q>lai.Dad how ha bad 

organized the campa.ign e&ai.D8t a pr8111um tax bill racollll!lendad by the 

Covtrnor o! !"lorida. llr. Bogg•a wot1< was nry thorough, end resulted 

in tbo withdrawal ot the bill, Attar an iD1t1al our.,..y or tho field, 

be decided that the approach to the Gowrnor Slould be purol7 political . 

Tho local insurance men in t he otata were 110bl.liud end tl:e -~ra ot 

tbe legislature were divided emone them. The lagiolatora ware card­

indexed tor con ... niont treatment . In addi-tion to the obvioua political 

tach carried on tba card i.Ddex, other and more personal 1n!ort:l&t1on wao 

collected end indexed in a eacond tile . Untortunatal1, U>ia fila waa 

not available tor O"'idonce, but· tbare can be no doubt tbet tho in!orsa­

tioo was ot a natura woatul in bleclal&il. 

'1'o create the iEpl'Uaion ot ou" lic hoat1Ut;r t o ~he pro!)()!lod tax, 

llr. Hogg bad the 11p I or!< office t:rp! a lam n-r ot •peponal• 

lettoro tr<a olienta in Florida to tho lerlslator o. The local agents 

took care ot tho d1otr1but1on end o:ailitlg or thou let tors wbieh wore 

sent opac1al dell very to the legiBle tors . 

As a result or thio 1nteno1ve lobl!Jing, the bUl wao witbdNIID. 

241 
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tbe witneu juati.tl.ed thil 1Dterwnt10D 1D Florida legialat1w 

afh1ra by abo!dng that the conclit101111 ot doing buaiDeaa 1D Plorida 

haw a direct e.rtect on the buaiDeaa of the ccoopardoa 1D ..,.ry atete 

1n tlto Union. Senator O'Vabanoy •uueated that t his ahowad the pro­

notmcod interatete character of the buine&aJ tba witDeao qreodJ but 

he ns moat raluctsnt. . t o occopt tba further propollitioo tbat, aa the 

tudot•• was interatste 1D character> it abould be Sllbjeot to Federal 

regulation. 

Mr. Cooney of O.orgi.o ga .. the IIOSt li ... 4' teat:IJool1)' of all. He 

revealed, under grePt pressure, tho ... thode o! bribery, obetructiOD, 

141 1nt!.21dation lu which the i.DSIU'Ilce ccapaniea protect their in... 

tereata in Oeorgia from laaisloti ... encroocbMnt. 

~. Cocney, !or the Association, •iDt.ereate• hlm,.lt in a n~aber 

ot key men before tbe election. "And then they Cltfe U.S 'BOilllltbiDg in... 

r taad of our oor1Dg thee, • be ~·· llr. Cooney estobliahea friendly 

connecti one I!)' way ot campaJ.&n contributions and other upenditur .. 

•not l!Uitable !or 1118ot ion in any account," · and I!)' throwing legal bUBi­

noss in t he way of 1Dtluential legialatora. Aa a result, the ccepaniea 

are asaured of reliable auppcrters in the leiJialature. They are able 

to prevent un;r billa tree bein& introduced, they ore able to kill in 

ccltl:littee many of those that are introduced. U , lu ..J.acbanco, a bill 

i a raportod out favorably, tbon l!r . Cooney ' a mon will introduce a 

"rival• bill fo.r the purpose ot creati.qr a row. 

lh·. Cooney binsolt aeldc. goea near tba logialaturo; he ecploya a 

reporter aa a spy and go-between. He biuelt ia a urkwd can, be 1!0)'81 

tnd -bora would rather not be seen talldng to hill. 

SCO'.e of l.!r. Cooney' a transactions appear to ba rather crass . He 

threatens doctors with loaa of insurance exaad.nations; ba peya feu of 

various kinde for bard-up polit1cianOJ he entertains the wivoo and 

daughters of politicians and does it lavishly . llr. Cooney ' s salary 

ia generous - prei!UIIably becauae bia private expenditures are bi&h. Ho 

gets from 89,000 to $11,000 P"" year. But, although all hie time 18 

taken up with political actirlty on bohalt of tbe A.L . I.P., he ia not 

..,ployod I!)' tbe A. L. I.P. Even 110re intereatin&, none ot h1a salary 

appeara in the annual atat.aunt or his nOIIinal empleyer (Now Yorl< Lite) 

under l'cbedule K, wbicb ought (under the len o! Nn Tori<) to eb"" all 

expenditures incurred for political purposes . 
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TREASURY DEPARTMENT 

INTP OI"PPCK CONMUNICA110N 

... ... al .. 

'lila~ ocnwod tM Ol'paiMtioD ad tile~- ot 

uriDp but We ~- ad the -r- Ml'l'1od OD ~ th11 

tors ot inluraDoe tv tile ~ iww 1 1 •· 

Jlldd Dllol7, llcopooV C ,,.,_ ot 8&nJip -We ~ 

I.D lluaaohuett.a, ciNaribod tM OJIW'It.1.., ot tile pan tMr.. 1bldW' 

u.. lluaa.cbuet.t.l pan, t11e -up baD ('11>1all 1D u.at. nat.. ... 

mtul blllka) - pw'C\t.od to 1-We~ pol1o:l.11 ot t.be 

._ lr:1JIII u tile ~o 1-..1 - o i ,.. •• 1M St.at.e iDnr­

.,_ ~t. ~ tile r ..... ot t.be poUa;r ad JiYN t.be 

.Ucal .,.....u .. 
1!>1 iDIIII'- polio:I.M 11.-1. "" t.be at.ual IIP1Dp biiDb 1D 

IUMCimaet.t.l - .Sw1ler to polic1N ~tv t.be replar c: ;•nlM. 

ftle Mtllocla ot till IIIY1Dp ~ eiU'tW' trGa tlloee of tile replar 

.....,..n11 u1Aq 1D till follew1111 ....,., 

2. !be"''", ... .... ""'· tlrM gt "!m"Y'·· 
tp1 lm rt\!! t( w4pct }r)r iHK'P" N't d!Hz:­
slar' .. t.M ltlt.! ..,.,. 

l)e _,. ) : ...... Inn 

1!!011 "hm zr14= b!tMr ... * 
'" 

tr '" em- '• ,,._ 
iMw M 'bE SM '" 1 C 
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LlpH-~ torled.tare of~ poUq Mtan 1t lou_,. 
~ err o..,...al• Yalu. !M NOOI'd. ot t.M crrdillar7 1 s 1 .. 

111 1apooe 1e ella H••· 'ftle ~ ot \& •aou ... u tnatoct 

hllO' 111 a _ _. of Jlr, Clue. A t• t1prN w1l1 illut.l'at.o 

heM. 1!lwo 1A 1927, ~ 1apoe nUo of ord1.AorJ iww--. 

24 peroetJ ot illdutrial iuuroaoo, 58 ))III'OCtJ ud of 8P1Ap 'Milk 

iullr- len ~ 1 ))lll'oct. Ill ~ - .....,, ~ ~ tor 

1930,..... 32 Pill''*''• 75 ,.._, Gill 1.2 peroe\J Gill tor 1932, 

42 perctDt, 107 ,.._t, Gill 2.63 ,..._,. to pat ~ - •tt.or 

111 IMtber W1171 1a 1937, oat ot 100 tenoiAaU ... of 1lldutr1al 

poUolAe, 64 _.. lapooa IIICl 36 awt• ·.-,, of 100 Ol'd1Au7 po11q 

te:"lll.aot.t ... , 54 .... lapoel 1114 46 ..........ser., 11141A --.. ... 

1Jinr111a1, lO _.. lapoeo IIICl 90 WI 'eo, 

1111 r ........ tor t1111 ........,., -.n are W.told - nrot, 

the II" ow -~ 'r ud -•ed.• poUq of ~ -.,. Nllll:ll 

&nd teoondl7, tbl u •••• olld.lb ......... ,.,,., ~. fte 

.,..W ot ~ ord1.AorJ e ,.,.. .. oo lllplCQ' 111411 proo8GI'O •tllocl• 1A 

•llUai ~ to pel UM 1lbo are ~ to hlp wp JIOQI­

loq _,.. t.o '" ..,. '-11\ r.. ~ iwll-· ... pooplo 

tea ooat i.ARr_o, pq a t• prem.., ...S drop u . Dill r.IJel­

>'01-. of lapoel1a UdJt...,. uple1M *Y ~a- O~WI~OI 

- able to OCIIICblot tiiGl' wed. 111 1A nail • ~ 1IIIF ID4 

lt.1U Jill)' di:rSAI...sa. Doll ...sap Nllll:ll • tu ~ biDit do DOt 

~ hill' pi'OIW'O ..tllocia 1D4 U a J'lftlt. tted.r .U.t.olll Sa 

_., _.. Roble. 

!!WI ed.\ut.i• .., ..u load t.o rotlaotUIY - tu llmot.i• ot 

iJiaeo•oeu ,_.al, A lrp J*DJAit.i• ot ~ P"id• ~ llr 
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tho ordinal7 oo.pu>ieo ore 1e811eel to ~ too poor and into10111"e 

to nep U.. liP at ~ pnm.- rate. 'lleaper proteot101l aDd ..,.., 

liberel eurrllldC' poliq w1ll. DOt JII'<"U• t.bue ~ witb 

1ocwiv· &oo.et aDd cb.-p 1DnnDce to bett... tile npenain 

111d raeketeer111c iJinr.,oe, boat tile 1D-..oe pri.Doiple at beet 

in'rol.,.• tile idea of MldJic tile poor bear tbe ooet of tbe:l.r """ 

po'farV• 
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V1.Dcent P. lbiteUt, ._,.... of tbe .Ueoc1ot.101l ot LUe I.lln!'­

ance Preaidonta, apl.a1.Ded the -.UTea and ..thode of tile i:ni\V'UIOO 

coeplllieo 1D oppoaiD& oaTi.Dgo benk Ute i.DourUICI• 

w tfitt 'i' •' ee4 tMt tbt 1nfur•ce p en'•• 9'R?'td Strtpg 

Rtnk Lite Inmece lfcill.tt1cm mJT to tht pt.tpt tbat dir!U or 
1wH regt wbllg oubai4ite to S.B.L. I . W1ft propoltd. !bt ni4fP9t 

obqnd that th1 e ql ''P pa (alae. 

!be inevabce c..-n1ee ban foqjlt OTC'7 ~of tnabllnc 

:Uct•J.&t.!.Oil ulc:1DI po .. tble tbe eatebli~ ot M't'i.Dp to.nk Ute 

inllll'llloo, OTen wbero DO oort of epeciel npport wu proposed. !be 

A,L,I . P. helped to defeat II1De IITi.DIO beDI< li.te iniVUICO bille 1.D 

193? aloDe. llo rodenoe .... prMtntod ~ tllet ez:rr of th-

bUle prOTided tor Stete INI>81d1ea. '!be doo to oabmttod b)' 

OOaoll proyed bqond dOilbt tllet 'llhot tho o.-pomioo r~ teared 

wu the c~tiOD ot e cheaper Uld better fora ot i.Deurcoo. !be 

Rbo1d7 cbarp .... cloarlT • bl.1.Dd. 

To defeat TariOila att..pta to pro110te s. B.L.I. • tile c~1ea 

bavo aode 1111 ot taetice d .. cribed 1Jl detaU 1D enothC' -oraDd-· 

All llltbode, lepl Uld Ulepl, bCIIMiot an6 diebollen • are cODai dC'ed 

.lU•titied b)' the ca.pen1... 111 additica to the briber7 Uld 1Dtt.i­

d£t1oo lllmticmed abcrro, el!piCill 11M bee bOlD ...Se 1D tbie ·-­

tl.on ot deceptica and 111orepreoentatica. Saoe ot th!ll 111arepr .. ente­

t1ona 1111d wero th ... , 

C1rcaletica ot .....,.., tblt the S.B. L. I . plan 11 actoar1ellT 

'111180Wid. 

Circ:ul.at101l of the 1dea tbet tile prelliua rate of S. B.L. I . 1• 

abcut to be railed. 

Publicatica of tela• ote~t• about the Nl'lliDp of tho S.B. L.I. 

··~·-
Publicatica ot telH aDd lll.el88diq ~ Oil tbe •state 

nboi~• to S.B.L.I . 

'!be .. ore onl;r a t• t;rpioel GMPl•• ot tile proplllllda cirC'Cileted 

bJ tho 1:nnruce co.pe.nieo ap:1net S. B. L.I. 'lbe work of or,..1M'II 

tine C"'Bpplpt 1 1 d1Hcted b)' tbe 1 . L. I.P. by-· deacribed ~. 

Locel '«'""t• are ..,b1l1aed to car't'1 011 the liaht, IJid 11bc tllq are 

•apathetic• prel8ur• 11 put Oil thea tbro1lab tlieir oOIIp&Diea. 
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a£ COUl<"TEIIVAIL11G 00'1'1ES AOAIIIS'l' 
tTALX 

Present: 

B.II.Jr: 

ouite: 

B.li.Jr: 

Foley : 

H.li.Jr: 

Operator: 

Ur. ~oley 
llr . Lochhead 
llr s . ltlotz 
llr . Bell 
Ur. Wbita 
!Jr , Bernstein 

1•11 do anotber piece of business while you fellows 
are here. 
(On phone) Mr . 8uaner Welles . Apd if he's not in, •. 
find out 1! they expect b!a today, please. 

Did you know the President tried to get •• to put 
on countervailing duties Saturday against Italy? 

Yes, so I understand. 

He didn' t know that 1 bad given tbe• another five 
days. He bad until July l - five days. 1

1 m at 
fault that 1 didn't notify bim; I didn't think it 
was necessary. but, bovine • • • 

Well, tbe onlY - I tnougbt tnat you gave tbe extra 
five days only as a matter of accommodation, so that 
our people could get the information over there, which 
ooelles was afraid tney wouldn't be able to get because 
of the holiday resulting from tbe Ciano funeral; hnd 
wben the cable came in saying tbat tbe situation was 
Just as we thought it wss and taat countervaillnc 
duties should be imposed •••• 

(R.V.Jr bolds conversation wltb toe Russian 
hcbassador , Mr. ouaans~) 

(On pbone) Hello. 

Ur . Welles. Go ahead. 

(~onversation with Mr. welles follows:) 
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8ulllner 
venea: 

!!Y.Jr: 

Hello. 

Good morning, Henry. 

Rev are you' 

July 5. 1939 
10103 •••• 

~: I' m tlno. I hope you had a tev daye, at leaet pbyeioal 
reet. 

Hl!Jr: Yea. Did you' 

V: Yee, I did. I'z glad t o eay. 

m!.Tr: 

V: 

s:.tJr: 

!GlJr: 

Y: 

E:!Jr: 

V: 

El!Jr: 

Y: 

l!){Jr: 

'i: 

tvo things -- one t hing, I don't lalov whether you ae.v 
the cable t hat came in from Mr. Ve.it, the Treasury ••• ••• 

I did eee it, yea. 

And baaed on t hat, this afternoon, Why ve'll get out the• 
tormal notice invoking the countervailing duties on 

On e1lk. That 's absolutely all right. There's nothing 
alee to be done. 

And I oame down on the train vtth the President last 
night. I don't knov lthy, be eald t o go ahead-- I mean, 
lthy be said be thought to do it between three and t our 
t h1e afternoon. 

Yeah. 
8o ve• 11 ge t the tbtnge onr t o you eometime betveen 
th.ree and tour. 

111 right. 
And I don't knov whether you know that the President 
wanted i t done Saturday afternoon. 

No. 
And haTing passed my vord to you, lthy When our people 
called up I said, ••o•. 

Val l t hat' a e.baolutely i n aooordanoe with our agreement 
and I think we•n dona eTerythlng that' e neoeeeary. I 
think that'• -- 1t'• &bolutely o.x. 
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a:!Jr: 

v: 

!!Y.Jr: 

v: 
SY.Jr: 

V: 

!iftJr: 

W: 

V: 

V: 

ll!IJr: 

\i: 

l!l!Jr: 

11: 

lil'.Jr: 

:49 
- 2-

The Pree1dent d1dn' t kDOw t hat we'd g1Yen them another 
t1n 4aye. 

I eee. 
Now 1f and when you do eee Mr. Hull, you might tell h1m 
th11: I wrote h1m a 11ttle note t he other day eay1ng 
that I'd had my f1r et oonvereat1on w1th OuaanAky on t he 
queetion of the debt . 

Yeah. 
And Oua&neky Juet o&lled ~e on the phone from New Yor k 
aaying be was sa1ling i n an hour , that he'd reported 
th1a t h ing to the Oonrnnent and he had gotten a faYor-
able reaction. 

Um-hm. 
But they wanted details and I eaid, •Wel l, I ha•e no 
deta1le. • 

Yeah. 
I ea1d, •Ia there anybody that you'd l1ke me to talk to 
about -- While you 're gonet~ He oa1d, •No,• but that aa 
eoon aa he returns he w111 41souee it. 

U111-hlll. 

So I •a • •••••. 

, 

Vell, let ' • trust that favorable reaot1on ~s 111plemented. 

And-- of course, they'•• got-- they've go t a lot of 
questions around here vb1oh would have to be straightened 
out. 

Oh, yea --innumerable. 

But we -- we'll wa1t unt11 hs oomea baok. 

At any rate, I think 1t'e the prop1t1oue moment to make 
the effort. 

Well, that's what I t hought •••..• 

Yeah. 

•••••• and I oleared it w1th Mr . Hull . 
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Yea. 

!!)I.Jr: And be aeeucl perteoUJ beppJ about u. 

11: Yee. 

mt.rr: And 1t you would tell h1a. 

v: I ' ll be glad to do \hat. I'll aee h1• 1n a Dinute. 

r:!!Jr: 

V: 

ll!(Jr: 

ll: 

H!Ur: 

W: 

l!HJr: 

W: 

Bl!Jr: 

The Ita11an thl.ng, the uoh1ne etarta worltlng and -- and, 
ae I a&J, aometlme between three and tour we'll do 1t • 

.Ul r1gbt. Nov, With regard to t h e other ooamod1Uea, 
apparentlJ, 1~ I understood Va1t'• telegram oorreotlJ••·• 

Yea. 

• •••••• be dld not aeeo to tb1nk that tbe7 1 d sell w1tb1n 
the purrtev of the law, 

That's r1gbt. 

Um-hm. 

1'hat'a r1ght. 

I th1n1t there 1 11 noth1ng 11111e to do . 

Yeah. 

ll: lll r1ght. 'Ibanke a lot, Henry. 

m!Jr: Thank JOU. 

V: Good bye. 
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~ .li.Jr: 

l'oley: 

a.J .Jr: 

Foley: 

roley: 

251 

-2-

ile • re not cloin& all)' busioeu today . 

What did you {Foley) want to point out to me? 

I just wanted - tbis is the confirmation ot my 
opinion that tbe payments as far as silk is con­
cerned fall under the provisions of Section )0). 

All rignt. I bad tnem dig out n copy and mail it 
to me . I got this llonday morning . 

fine. uood. 

Now, will you walk 1n here at three o ' clock. 

I• ve got it rigbt nere now. I•ll coae back . 

I can sign it and put on- no, I'd rather do it 
at three o 'clock. (•o Mrs ~lotz) llake a note . 
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~u- ........ r 
~~~/ 
A.A. A' Y" s /17(? r . 
M-A--- ......---' ~--- ~ 

~. ,r:.-'4. ~ A!..il :A!4• 

A,~~ -~ 
U-6 ~~..e·c.:/. 

~ 

0 
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1nea ot 4\t&sbed ptll 

l!le I"'J1>010 or thll dr3/t bill h to 1ncroaoo Ol'>plo;rncnt trlthout 

~JDb tho pubUc Ubt or pr<>IODt approprl&tlono and vlt hout 1>11NoD1ng tho 

local IUIDG po""r b7 prortdlq a ootbod for ftDADCI.As on a oolf-U.,.It.U~~~: 

":1, (l) cocotructlon of J'e4oral oxproao his:Jrt~ , bJ'-p&U oo, brl~o , and 
11 , 11 M~ tho acqutoiUon to oooporatlon nith tha Stotu or rlghh of \\'a¥ and 

~i Ltnclo , ( 2) loan• for not>-Jodoral public ttorlto, (}) conot ructlon ODd leoo­

!JO: or 1oco:10Uvoo, troiCbt euo and other railroad roll1Jl4 otock and ohop oqulp-

1 (b) lO&AI for rural electrifiCAtion, and (5) loano to !ant teD&Ato , lhllro­

~r• e.t'14 n.ljJr4tOry f&r"Nra for t\o pul"chaiO Of fa.ma, llYtttoek, 10ed1 aDd 

011,, , ncceolll"/ eq\lipr.>ent under tho Bankhaa&.Jonu lem 't......,t .l.et and tor rural 

rebabUitstioo. 

l!le bill craateo a DOo-otock &"ornoont corpor&tiOD callad tho Onlt&d Statoo 

fono ad r 1nanco Authority, 'lha Authority conohh or tho Soor<Ot&rJ' of tho 

~· tho Socrota%'1 of .i.crlculturo, tho J'odor&l Vorlco .1.4Diniotrator and tho 

Pt!leral wan A4nin1strator. '!'he aen'bere of tho .l.uthorit7 aro o.nalocou• to tha 

1
hatoboldera of a atock eorpor&tion. In order to avoid tb.o ncceaei t1 tor action 

u 1 boUd aocl to eoor41nato act\vltloo or tha .l.uthorlt)', provllion h oaclo for 

1111 -lnlnOnt b7 tho DOnboro of tho Autborlt7 of a .._1111: director, vhoaa 

4c.tltl eorrespood t.o tboae of a board ot director• of a atock eorporat.loo. 

tho blll eon.tora aupplonentary po':'lera only nnd 4.oee not cut d.oun tho exiet-

116 •utboritr of any Peder3l aceney, nor affect fin¥ reorg&nl&llt.ion plAna, »o now 

orJ&D.b&tlon noecl be eet ~ •• tho accou.ntin& a.n4 clerical 4u\1ea are required to 

~ perfomo4 b7 t ho 'troaour)', and, oo far u practicable , other r et.r&l, State , an4 

local ofrtclah an4 ll(lenoloo are roqutro4 to be utUbnd In carJ71ng out tho tun~ 

tloce or tbo Authorlt7. 

iith the approv&l of the Secretary of the 'l'roaw.ry, the Authori ty "*Y istv.o 

boo4o or other obll6"tlono ,;uo.rantond ao to both principal and !ntoroot by the 

lhlltocl Stoteo, T!>o .l.uthorlt7 m.r not h&vo coro tho.n $750,000,000 or thooe bondo 

out alae~ at &liT ono tlno for tho toll roaclo and brlcl;:too, not aoro thAn "-

$)50,000,000 for tlnanclnc non-Federal publio <rorko, not noro than $500 000, 000 

for the acqullltlon of rolling otook and shop oquipr.>ont, no t nore thAn t 500, 000, 000 

for t.he tam tenant Md nuoal rebabtlttati on prot'J2"a.n .. and not ooro than 

J46o,ooo,ooo for the rural eleetrt!lcation procran. 

In ord.or to aato~rd the ae1 f-l1qut<Lattn& c:Mracter ot tho proGTM, the 

foderol 860ncloo rth!ch ..ako loano on bobalf of tho A1.>thorlt;r under tho Act , weh 

" tho Public Bonde .l.d'llnlltratlon, tho Publlo llorka Adn1nlltratlon , tho Rccon.. 

atNctton 1'-na.Dco Corporation, tho Ru.ral .Sloetrt.ttcation Unlni•tr&tion I.Dd tho 

Dopartnent or ~!culture are 41 roctad not to nal<o ouch l oan• unlou thar ::a:r 
-.. .. bl7 be oxpoctnd to bo repo14, vlth 1ntoroot outtlclcnt to nlnburoo tho 

.lutbor1ty tor thtl <:oat to it of tho capital roquirod for euch purpoae . A. pro­

vlolon olnllar to that In tho Connndlt7 Credit Corporation .l.ct for nolntalnlng 

110lnpelrocl tho aneta or tho .1.11thority Ia &loo included . 

'i'be bill eoa.t.aina pl'OYia:loa.a rola.U•o to tbe use of ooa.ora or the l.ut.bor-1t7 
10 that, after &ctoquate provtaton ho.a boe.n aade to aaauro tho ael!-Uqui4atine: 

charo.ct er ot the proJeote oonetructed ud fln.ancod by the Authority, ita reve-

11 My bo utod aa a revolving lUnd for further loprovcnont1 and l oant , 

liD Oj>proprlaUon 1o node or r&ql>lrad by tho bi ll for tho Authorlt7 vhieh II 

htborh.ed to uao !ron the proceoda of tho aalo ot ita obltptton• wch &DOC:Dtt 

tor adnlniotratlvo oxponooo for tho f!IC4l r onr 19l!o as tho Dl netor of tho 

!luroau of tho Buclt;ot o.pprovo1 • !l'horO&ft or lldmlnhtratlvo oxponoeo aro oontrollad 

by &onuel appropriation• b7 the Oo~tu. 

1 
f bo lntoi"Cot on tho bondo or tho .l.uthorltr vlll bo oubJ tct to tho D0...-1 

•cteral ta.c:oee tax ad the aurt&x, aDd alao to Stato lncc.t tu:ea vhCDO'Ytr the 

Sllpr.,. Court applloo tho 4ootrlno of Orl\voo • · O' J:eofo, 59 s. Ct. 595 (nbleh 

•••••tlr onrrul&d the oaoo of Collooto7V':-~, 11 Wall, 11}) to sovornmontal 
• •CUrltto, . 

orr iho Autharlt;r lo oubJoct to tho Jurladictlon of tho Oonoral .l.ccountl!lll 

leo to tho ......, cxtont a t Nl7 oxocutlvo 4eparlrlont of tho OoTc,.,.nt. 
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A IDoL 

., proYicle tor tile -tftlltS• u4 tS..OS., of 

o.U-UqiiUatSac preJeote, ... tor otller --· 

1 Je lt !11!9'14 bz 1M lw$t tp4 lnte ol l!pnetatlna of SM 

} cl\o4 u tile 1 Solf-Uqu1cleUDC l'roJooto Act of 1939,1 

5 SIC. ~. 'l'bere h llerebr c .... hcl a 'bo47 oorpo,..to of perpetual 

6 duraUoA tA b6 - ao tile I!Dito4 Stoteo Yorke &114 l'tA&Aao 

7 .l.ulborl\7, wbl.ah ahall b6 &A aceDOT u4 illot..,..,.talU7 of \be 

1 l11Uio4 Stoteo with i to office i1l \be Dhtrlct of Col•bla aD4 with 

9 power tA tunctloD i1l &117 place, &Ail tile -bore of wbl.ab oball 

10 coneht of tile Socnt&rT of tile 'l'roaov7, \be leent&rT of Acricultaro, 

U U.. Po4o..-l to.... .l.daiulotratAr, u4 \be locle..-1 Yorb .&da!.Diotrawr, 

12 l)ofhi tiOAO 

13 SIC, 3• Tho folloriDC te .. o - .... r uao4 i1l tbh Act ob&l.l 

1~ bon tho follow1J>c a•niiiCOo UDlou a 4ifforat aMDiDC claarlT 

15 &ppoaro froa tile contextt 

16 

17 

18 

19 

20 

21 

22 

2} 

24 

~ 

(a) Tile tore •autborl\7' aba1l aeu \be corpo,..Uon 

croahcl b7 tblo Act; 

(b) !lw tore 'real. p.:.,P.rtT' oball aeu lando, 

i1lolu41Jlc lu4o acler •tor u4 riparian rlpto, 

an4 ..., u4 all thlaco 11114 rt&l>to uwaJ.lT ~ 

o1114o4 witbiA - •14 tore, u4 iDclllcleo DOt 

OJilr f ooo ot.plo ebooluto bv.t &loo &117 u4 all 

leaaer lzatereata , ftch u ..-ate, r1cht• of 

..,., ricbta ot acceee, uea, 1-..M, ltc .... 
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I 

2 

l 
\ 

s 
6 

1 

' 
9 

10 

u 

12 

I} 

1\ 

15 

16 

IT 

IS 

19 

20 

21 

22 

2} 

211 

25 

26 

27 

2S 

29 

... aU·-s-~ ......U-'· u4 

.. err ••"-'•• ia'<or.a\ or rlcl>t, latl"l or 

• ..-11, iacl'llllliiC '<1 ... of ,..,.., 11104 ltUI 

u.o..- liT- of ~to, •npeeo or 

oturrioo, oa4 aloo claiao tor._. \o 

roal ea\ate; 

(o) 'l'IW \ol'D "boD4o1 oball .....,. tho oo'<lo , 4oWDturoo, 

interS& reeetpte or certlflcat••• 'boD4• or other 

obltptlono ot tho l>Uthor l W authorhecl. to bo 

lowK ull4ar thlo Act; 

(4) 'l'ho tcm 'publle boc!T1 oholl DI&I&O 1D.7 otato, 

terrltorJ' or poaeeeaton, or U¥ OUA1clpalttr, 

political w.bd.l•iat, n, 4epar'bM.Dt, boa.r'4, or 

coca1ellon thereof, or &A1 corporate tnatrunental1t7 cr•te4 

or orpalsed b7 one or aor·l a~tll or '07 the au.tborltr. 

en. Tho tol'D 'hllhftT 111proTOMIIt01 ohoU ...... poot-roa4o. 

hl!li>W117•• porlafato, crad .. croooiD.Jo, uJ>4o~oooo, 

oyorpo.•••• • vt&ducta, bride••• and tunnel• , tncludtn& 

crollln&'l Mer or uder n&Ytpblo water• Nl.d other 

tro.nal)Ortatton te.ctltt1ea, 1aclu41nc worke, under­

\aldJICI or proJocto U>c14tntal t u reto or to 

encourece the uae thereof, •d all or a:r:t ~rt of 

1D.7 ot wcl> to.eUl\lol &Dl appurtODAJICOI ttwreto, 

ouch ao real proport)', 1>u114illp, oqu1JIII&I''• 1114 

•=•um 
(t) '1'ho tof'l o,.,,...tecl.or&l public worn• ohaU DOID 

proJooto ot tho ch&rtCtor horetotoro tlD.OACo4 1>7 

loan or _, or both b7 tho r o4or&l :a>erpD.C7 

A.!nU>lotraUon ot Publlo Worn ull4ar 'fltlo II o! tho 
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• 

1 

2 

$ 

• 
5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

30 

21 

22 

23 

34 

25 

26 

27 

.. u., Jss qda•s. ...,, of 1•• • 1 rnr 

.. ull .ta£ up !.aU .. All\ II 1-1 1M MliAI 

.... ..,.._ .. _,Sa .-s. ...,, of 111'7, ... 

- MliAI 'lolb ........ -,s.· .. , apia'S. 

...,, of 1!1381 

(&) flo. ten orailrOM ~,_.,, elall - ..pa.a, 

loo-Une, t-ra, mspt aa4 ,.._ .. o•• 

of all tnJe• aa4 olallllo u4 putt -.....f aa4 

appart-•• tMreto aa4 o-r rolll.lll etoolt 

u4 rallwq abop equipPintl 

(h) 'lila term "rVal a1eotr1floatl.oll proJeota' ahall 

- project. of tM chal'aotar Mratofore f1DaJ>cl4 

or cntborial4 to be fi.IIPDCH or c~W 011 b)' -

B.val Jl.ctriflcatl.oll jjlal.llletratl.on UD4Ir - lbll'a1 

JleotriflcaUon .11>\ of 1!1!81 

(1) 'lha te,. •raral aecnJJ'ltiJ pro,jeoU
1 

•hall -

project• for axtandlDI oradlt to and othorwi•• • 

flDaDciDC and tl!.rDithl.lll fao111tlaa for f•m teD&DU, 

farm laborere, sb&r• oropPil'•• M4 other iD41'T14ual1 

who o'btalD, or wbo ba~• lD the paat o'btal.ood, the 

major portion of -lr iDeo• from tare opU&tl.oDI , 

l.ocludiDC rural reba'bll1tatlon lOPDie projeeh for 

- prorlalon of ad4ltl0Dal water faeillUaa , u4 

tana tGDPDt loana aa prod414 for lD !lUI I of 

tho J•rlt·.t JoMI Jara teu.Dt M::t, llfPI"oncl Jvl:l 22, 

1937. 

rs•ewl 

28 610. 4 (a) '!'he antborlt1 b)' a -.jorl\1 TOte of - _...., 

29 tbareof tlall ~int an offl.oer of the ..,u.orltr to be lalO'ft aa -

30 -1.111 41reo\or, 
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(b) 'l'bo ~DC di rector thall recoi'ro a aalar7 eot to 

2 
ucoo4 flO,OOO a 7Ml' t.o be flud u4 pa14 b7 tbe a11tbort t7 aa4 

} al>al1 b&YO ponr to appolllt u4 f ix tho co11p.,.aat1o11 of 11ot 110re 

~ !hall .tx .xporto, atto.....,.o, or uotota~~h without repr4 t o tbe 

5 cl•ll-.. nlco l&n . It aholl be tho tlulctlo11 of tho -...aciD& director 

6 tO inlt1ate, COOrcl1D&te , Ul4 a4T1H OD prO&J"UI fo.r t.be CODI\NOUOD 

1U14 tlllacclnc of aolf-llquldatlnc proJocto 011 behalf of tho autbor1t7, 

8 1U14 111bJoct to tho dl!'lctloD a~~d co11trol of t ho author1t7, to 

9 uer<:loo all powero of tho authorlt7 not othorwl oe 4tlopte4 br thio 

10 }.Ct. 

11 (c) !11 c&rl'7inc- out Ito f'wletlo11o wodor thio Act tho authorU7 

12 11 outhorlu4 and directed to &Yall ltoelf of tho oe"lcoo of 

13 dt pari.aenta, bureau o.n4 &eeDClea ot t.he f ederal and etate &Oftrnatnta 

1~ and to po,y tho admlnlotl'!\tiYt oxpoDoet Incurred by ouch departoonto , 

15 buftaua and a~DC!eo aa a reoult of their actlac In coD.jw>ct!oD with 

!6 or on behalf of tho .,.thor1t7 puroU&Dt to thto .&ct . .U1 aceountln&, 

17 clerical and adJ>intotrat!Ye functlono of the a~~tborlt:y not otborwho 

18 doltpted br thh Aet ob&ll bo porforeed br tho Dopart .. nt of tho 

19 Troae11r7 on behalf of tho authority, 

20 (d) Tho .Lttorno:y Cenernl 1o Authorhed and 41roctt4 to oupo"loo 

21 oo behalf of tho &Uthorlt:y all lltl,atloD In which It 111&7 bee-

22 h•ohed, lncluclinc cond:eBAaUon procee41D&'I lnetltute4 under tble .let, 

23 (e) Tho powero ,conferred by thlo .let oro In n441tlon end 

2il tupple..,t-.1 to tba powero coo.forrod b7 any other law and nothiDC 

25 In thla Aet ehall bo oonotrued to nltor, l lalt, or In t.n7 way a!foct 

26 tho powero conferred upon tho Prealdont b7 tho lloorpnhatlon .&ct of 

27 1939, opprcYod ,t,prtl }, 1939• or liDl' roorpnlaatlon plo.o heretofore 

28 or horea!tor tro.olllittod by tho PreoUont to tho Concreoo which boo 

29 here tofore t3bn effect or which _, beroa!tor toke effect purouant 

JO thereto: and the adlliniotratlon of the prorlo!Oilo of thlo .let oball 

~ be oubJect to tho p!'OYiolooa of ouch roorcanlaatlon plana . 
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5 

6 

1 

' 
10 

u 

12 

19 

20 

21 

(a) 'l'o au u4 be .-4 i n Uo corporo\o - · u4 

l n \blo cODAOC\ioD to oua lD \bo appropri&\o 

41otr1Dt court of \be UD1 \04 I tatoo for \be 

rocow17 of u-ceo JII'I'OII&Dt t o \be prodalono 

of oection owron of \bo Act on\itlo4 •AD Act to 

protect tra4o u4 co-roo ~iDot UDla• tlll 

re1tral nt1 and D)n.opollea, • apprO't'Od J\1l1 2, 

ouch IDit that -:r bl44or bao oubeltt"' a bi4 

or bi4o i4entlcal n th bi4o oubeittK b7 611¥ 

co~~p~tltor in roopcnoe t o a partlnular inrtt.­

tion for bi4o. ouch bi4o or ouch pri ce• oball 

be pre1u.ed to ha•• been a :ronl t of or in 

furtherance of an ecre-ement to fiX prlc•• , 

and the exlatenee of auch acreemont 1ball tor 

purpo••• of ouch ci'fil ouit be ropr4o4 ao 

preYed, unl••• the non-exlatence thereof la 

ootabliobe4 to tho oaUofaoUoo of t he trior 

ot tact; 

(b) 'l'o adopt, alter, ao4 uoo a corporoto oaol. 

wbicb oball be ju4lciall7 notico4: 

(c) 'fo uoo tbe UD1to4 Stat .. ..Uo in ll.lce ..,..r 

•• the executl•e 4epiL!'t• nta ot the OoftrnMnt; 

(4) 'fo utUlso the oorticeo of aDT public bo4T 

ao4 1to olllploJe•• ao4 611¥ ..-oct or inot!'UOIOntalU7 

o.f \bo Oo.,.,..,...,t tu>4, ootn\botao41ac aD1 ot her 

Regraded Unclassified



1 

; 

3 

• 
5 

' 
7 

8 

9 

10 

11 

u 

13 

14 

18 

16 

1? 

18 

19 

20 

21 

22 

23 

24 

25 

:16 

2? 

28 

29 

ilO 

31 

• 
boq ud Uo "'9lfiii'MI ud .... ""'* ..... W 

wt.-nallt:r tor .,... Mmo .. l 

(o) fo aoqUI"tt 'b7 pt\, puoobuo, ozoJiaaclo, or bJ 

\bo IZirclM ot \bo power ot •1...,.\ 4o8aSII 

or otbol"ttioo, &114 to hol4, loaoo (ao llooor or ao 

booH), uoo, MU, ucbaD&e or othll'lioo 41_. 

ot real propert:r """''llr7 or collftDiont t or 

oarr:rlDC out u:t ot lto tuDoUono ho.......S.r; aD4 1a 

ourchlDC tho I>O"r ot oaiMDt ~D, to aoqD1rl 

l"ttal propert:r ln the -er 'b7 .wbich \bo UD1to4 

Statoo h authorho4 to coD4- l"ttal propot t:r UDder 

tho prOTlolODI ot OD &C\ ODtltlo4, 'AD JAt to 

authorise eon4•en•t1oD or leD4 tor oltoa ot publio 

buU.4.1J:~Ca, &Dd. tor other ptU"poeee•, ~~pprcwed 

Aacuat 1 , 1888, ao -•11. or ot OD act ontltlod, 

'AD .let to upo41h tho conotrucUon or pUblic 

bu1141Dp 11114 worko ouhido ot tho Dhtriot ot 

Columbia b7 onabllDC pooooooion oD4 title ot oltoo 

to bo hkon in edvance ot tlllal J~nt in pro­

coo4iDCt tor the acquloltloo ~-t UDder the 

pc"r ot oaloont da.ain•, approved !'ebruar;r 26, 

1931, ..... 114141 

(t) !o acquire, hold, aD4 41epooo ot por ooDal proport;r 

tor 1117 corporate purpooo, 1D011>41DC tho poorar 

to pur-• proepocUvo or tootaUvo .. ardo in 

..-ctlOD with \bo tatiDC or l"ttal proport7 'b7 

\bo ._..,111 ot \he pcwr or oalMDt doaalDI 

(c) fo ontor on 1117 l"ttal propor\7 tor tho parpooo 

ot MkiDc ooane;ro, borlapo \ooto aD4 -lDaUODOI 

(h) to - oontracto and to uocuto all loot.,..nh 

11001001117 or conwoolut to o&rr7 oot an:r corporate 

Regraded Unclassified



I 

2 

3 

• 
6 

6 

7 

8 

9 

10 

u 
12 

13 

14 

IS 

16 

I? 

18 

19 

<C 

21 

22 

23 

., 
( l ) lUll tht eppronl al tht lo-'-7 ot \111 !rCUU) o 

to ,_ 1loa4a - to prona. roz tile ~' at 

.. 1loa4a - .. "'""'' \llereolll 

(J) lUll tile -l'Oftl ot t ile loorotV7 ot tllo ~ • 

t o ooll or otlllnrloo 41opooo or uq 11carUloo 

aoqll1H4 on bell&lt or tbe lllthorttr. 81>4 lD ...... 

nocUon with uq ouch oalo to .U. ouch contracto 

81>4 --llho (lllOl\l41JlCo '0'1\h tho apprOYcl or 
t MI Preoident, """"""'" ""d ccn41Uono for the 

ropurchaae at not t o uooa4 par or uq ouch 

IICUI'iUeo in tho nent at a 4ereult l n tbe 

pAJMDt or tho lDtUOit tlllrOOil Or prlDOlp&l thoreot) 

aa • .- odrtaoble; 

(II:) 'fo Ol'~he unter t11o lan or tho Dlot rlct ot 

Columbia or or ADT otate or torrl torr a oorporatlon 

or corporaU ono to al4 tbo nuthorltr ln oarl')'inc 

out lh corporat~ -purpoooo an4 t o malce loano and 

advance• to &nf eu.ch corporation; 

( 1) ?o uoe ito Done;yo fro• whatonr oourco derlYed 

(•) 'fo pertol'D ell acto and t o do all tlllnc• ooceooarr 

or oonnclant or doolral>lo t o carrr out tho 

power• ttow or beroefter ooo.terrM b7 16•• 

24 lpe~itic POWI'I &a t o HiEftl l!PI'OY ... flt ! 

26 DO. 6 . 8ubJeot to tho pr onolono of tlllo Act , 011d uolnc ln ouch 

26 conneotlon pUblic bodleo to t he !Ulhot oxtont oonolotent with oew>d 

2? adnlnlotr6tlOn an4 economleal """''C')""nto tho CoCIIIlii\ODOr or Publlc 

28 Roado on bell&lt or - nuthorttr ollcll be .... pO'O'Or l 

29 (a) To eoutruct, reconetNO\, alter, exteD4, eo.lar~;e, 

I.J:iproft, ropait', and 6Cqllii'O bJ.-.~ t.p.......,.nto 

with a -n .... to prcDDUnc tDtorot6te _.. .. , alcl.­

lnc lD t ho rau......t de!""''' raeUltaUnc tho uoe 

Regraded Unclassified



l 

a 

a 

• 
$ 

6 

7 

8 

9 

10 

u 

12 

lJ 

1. 

1$ 

16 

17 

18 

19 

20 

21 

22 

23 

a. 

2$ 

7 

(1) lUll tile "'lP on.l till \1111 leCN\al7 ot \ho !roa Z)o 

t o 1- lloD4a - \o pHYiu for tile ,.,_t tJil 

\1111 'lloll4a - \1111 11ltonot \loenOD: 

(J) ll\h tile "'IPJ'Oftl of \1111 leCNtal') of u.o -.....,, 

t o Hll or o\honlH .Uopooo of e1J:1 ....... 1u .. 

acqain4 oil bebal1' ot t ile ... u.oru;r, all4 1D co~ 

DeCUOD w1 til eiJ:I ouch tale to llaD tucll oODtrach 

all4 acre-"'-• (1nolu41DCo wl\11 tho approYol of 

the Prooldont, COftnaDh all4 con.UUono tor tho 

r<>pUrci>Aao at not t o ucoo4 par of e1J:1 tucll 

MOV1Uoo ln tho nant at a Uf_,U 1o. tilt 

• 

p8lM"'i of tilt 1Dhroot tloerOOD or prlnclpol tllei'Oiof) 

aa .... tldriaD.ble; 

(I<) To arpnllo Wldor \ho l .. a of tho Dlotr1ct of 

Ooluab1a or of oD1 otato or torrltor;r a oorporat1oD 

or corporaUoDO to a14 the ""'thorlty 1n oarr;rlDC 

out ito corporat~ "Purpoou aDd to malco loano and 

o4vancea to ao,y euch corporation; 

(l) To uoo ito aoaero fro• wbatoftr oourco dorlYod 

tor e.n:t corporate purpo••: 

(•) To parfont oll nett aD4 to do all tlliDC• DOCtttai'J' 

or oonftDlant or 4oo1rPlt to evr'l out tho 

poftra now or be.roe.t·ter oonttned 'b7 lA•· 
!p!c1f1c Powera ae to HtE!!l lsprOY ... Dtl 

SIC. 8. llub,loot to tho prorttlono ot tllio ACt, and uo1ac 1D tucll 

26 coanooU on public b041to t o the tullaot extent oonolttont wl th t OUDd 

21 adolnlotratlon and oconoclcol ~nto tho OoCDloo\oaer of Publlc 

28 IIA>ado on bollolf of tho autborit;r ollall llo1'0 powor• 

29 (a) 

ll:lproYOo rnpair, ami ~· hlFoa:r l..aprOYODOnh 

with a rt.,. to pr<)I>OtlDC 1Dtorotato -ret. ald.­

~ ln tho natlODal ufcoo, fac1lltat1DC tile uoo 

Regraded Unclassified



I 

a 
s 

4 

6 

6 

7 

8 

9 

10 

II 

13 

H 

15 

16 

17 

18 

19 

20 

21 

22 

2:1 

24 

26 

ttl tile Mila, or pr...,Uac u.. ...,.ral wu .. , 

<•> !o MlatMa u4 apcate b!J ; l.llpr-tol 
• 

(o) !o tt.s. Mlatala, u4 ooUoot tollo, u4 eUler 

_,.. tor U.o 1lll ot lolctwer l.llp..-ah 

'lblcb ohlll he ov.ttlcloat (after I:IU1Dc rouo~ 

ablo IU-011 tor opor&UOD All4 ID&llltiDIDOI 

-Dill tor ~roclaUOD to U.. oztont DOt 

pror1414 tor _, .. ortlAtlon, &04 coatlQCOACloo~ 

to ... ruoo U.. coot ot ncb hlcl>tnO" l.llprcmo­

conto with latoroot ov.ttlclent to relDburoo tho 

enthol'lt7 for tho ooot to 1t of the c.pltll 

requlred tor 111cb purpo10; 

(4) !o 1lll for fllrthor hlclnrq l.cpro-ato U.. 

""111101 4or1"4 !roc wch colloctlono to tho 

anent not noodod _, the authorlt:ro 1D tho Jw~&o>ont 

ot the JOaDaC1"4 41rector concorrod ln b7 the 

Sonrotaq ot tho '1'reuur7, to aoot reaoonebla 

or for the amortlaatloa ot the coot ot hlsbwaT 

horela, or tor deprocletlon to tho eztoat not 

proT1414 tor b7 •ortlatlon, &04 contlQCOacllo; 

(o) To acqulro b:r purcbeoo or coadollllltloa and hold an:r 

reel proport:r noodo4 tor or 1n coanecUOD w1 th 

h1cb•lf lcproveaent•• or aDJ oonatructton UDdertat-n 

mended end ou.pplaDODto4o end, vpOD lllcb tln>O 

u4 coa41U ODO U U.0 Coi:IDholOMr ot Publlc 

Roe4o eball proocrlbo (laclwllDc prowlol""o tor 

4141lct!.Ac free tbo upaU portloa ot tho oale 

prioo, 1- J)OIIIIUllo or louo, ID • ....,, oqga.l 

Regraded Unclassified



1 

a 

s 

• 
5 

6 

7 

B 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

3) 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

to ... Jft'H' 'IMoJI .. -... ttnotor .., 

........ to !!aft ... na11M4 haa .. lale 

of .. ~,•' na1 paopallr ~ .,.._, to 

RJ~Mo'io1l (t) of \lila -\ioll) (1) to 11U or 

1-1 w1\h or wl\baUt tba op•toa to pai'CIIaH 1 nDil 

real proper\7 to J1J7 pallllo ~. d (2) to 

aD loaaA to J1J7 pallllo 'bodT for fiDAJIOI.Dc tba 

purobaaa of real proparv to 'be uae4 l.JI 

oo...,.ottou wHh J1:t1 nc.h bJP"T i.lpro_,ta 

or 8UJ .ach conatructlon1 

(f) To acqairl 't17 pebaae, but not b)' condelmattou 

for iaroa-..t parpoHo, auJ roal proporv l.JI 

tho rleiui t¥ of OZJ¥ hiP"T illlprOT..-ntl er 

J'oderal-eid eonatructton 1f, in \be opl.Jiton of 

tbo Collllll1oo1ener of Pu.blic !lOad• and tbo IIIUIGC!.Dc 

director , the price at which eucb real proper\7 

111Q be purchoud 1• aucb ao to mako 1 t probable 

that tho au.tborH:Y will, na o rooul t ef 

apprec1otlcn 1n 1an4 ToliiiiO raoul tine from 

OZJ¥ hi~ illlprOTOIIIOUt or J'edor.u-14 co,., 

otructlcn, bo able to 41opooe of ouch prcper\71 

• 1 \h1u torc\7 70ar•, at web a pricO ao to 

roiiVJ.\ in a profit to \ha 811\boritn and to Hll 

a1J7 wch roa1 proparv at public aale after 

adnrtio-\ and co..-utin biddine aD4 llp<>U 

euch c \bor \11'1111 01>4 ocn41 t1on1 no tho OOD­

IIIioeiouor of Pu.blie lloodl .,.d tho IIIIIIGCiDII 

41reotcr - 1u thoir """""'"nt doom l.JI tho p<lllllc 

tutereat1 

(c) 'fo ospeil ......,. for tba parpoH for llbich 11:t1 

roal properv bU Mea pal'Cba .. cl, or poaHaaioll 

Regraded Unclassified



1 

2 

$ 

4 

6 

6 

' 
8 

9 

10 

l1 

12 

u 

14 

u 

16 

17 

18 

19 

20 

;u 

22 

22 

24 

2$ 

26 

a? 

28 

29 

30 

~-- .... anacu..-.. <4 

• • '\loa proooo4111P oa4 1o .a- <4 

rlMl Jw!PI•' u..- '" -Uobloc motloc 

" ............ u..- 1o l.llprOrlllc ...... rM1 

proporlJ 1a - ""1• or ln COI>OtNctl"C -

11111>""1 1op..-nt UieHOilo notrithotdlac 

tho prmolono or ... u ... 365 or tho JloYI.oo4 

statutooo or llll1 othlr law rootrlotl "C t ho 

OJ:pen41t'IU'O or pul>UO -071 upon roal proportJo 

tho Utlo to which hlo boon &eqlllro4 bJ tho 

Un1te4. Statoe; 

(h) 'ftth t be appro-nl of tbe IIID"Cli>C 41rootor, 

t o p....,ocribo 11.114 pul>Uob noh ruloo 11.114 r~ 

tiona for tho proper poraMCt an4 protocHon 

or, ao4 1161nto....,co of coo4 or4or on, hll#l'"'7 

lopr.,. ..... to or o4Jac<~nt real propertJ or the 

aut hor1tr : 11.114 to authorllo ooplOJOII or en1 

dOpart~Dett.t of the go•enu:ttnt , with tho ocuaent of 

the hood of eue.h department, to uk:• arreate for 

the rtolation or ouch rul•• M4 roplatlODio an4 

&rA3 pereon ao arr•ate4 eholl be taken before the 

neare1t t!Ditod state• Qoaaleeloaor wlthi.A 11hoee 

Jurio41ctlon tl>e hl"'AJ Lapr...-nt le locato4 

for trlal: an4 "l"'" o• orn lntor,..uon bJ llll1 

eocpetct per1on o:zrt tl1Ute4 St.atee Coa:datl <mer 

1n tbe proper Jurlo41oUon oball looW> prooou for 

tho ar root of - poroon oharp4 with ylolaUon of 

ouch ruloo an4 ro&Ul&Uono: b\lt nothlnll heroin 

contalM4 oball be oonotruo4 ao pronoUn& tbe 

arreet 'b7 an ct'ticer, ecent., or e:D!)lOJ•• of &:ll7 

Regraded Unclassified



,. •• tw tM nolaUOD til .., ..... • 

2..-1 2-. _. .... • "•••u-. ,.. • 
••-••--at• u1 proteottoa or, u1 --~••-••• 

ot aoo4 onu oa. lt.l._ illprou •••• Oftl' 

*iab ULo a\ate bu nMSM4 - IOD\ ,Jvt~ 

Ua\lODo u4 .., ,__ 10 _ .... eiLoU .... 

v114 u4 paat...., occarf•oc to ULo :a .. ot 

11114 ...... 

!lp!oitlo Ll!! t&UO!!! 011 l14niR Jpproo h 

10 ac. 7. (a) !be c-teetour ot hllllo lloodl lb&ll not oODetnot 

U &O:f llicll_., t.pr-t, aDJ. 11 (1) Ill llu n'ba1UI4 \o till rwnepac 

12 director &II ••U•t• ot I'I\'ODUI t o be dlrlm troa all eovoeo 111 

13 OOODIOUOII w1 til IUob lt.lgllwq illp1·-t &114 tJZq J'l&l proper\7 edJ&OIIDt 

14 t~nto &eqo>ll'ld or propoel4 t o be aoqoUJ'Id bJ the -t11DrU7 pVIIMDt 

15 t o 111bdirlaion (f) ot Motion olz, b&'f111& 41le f'ICIU'4 t o tile po111'blllt7 o 

• 

17 due allORIICI for opere.\1011 11114 MilltiDMOII ezpelllll 11114 for depreciaUOII 

18 to t~ exi111t DOt pl'OY1cle4 bJ IIDOrliiOUOIIt &114 COIIUJICIOIICi .. ; 11114 (2) 

19 the Comlioai0111r of Pllbl1o .Boao!o 8114 the aanacioc 41rector ot the 

20 authon t7 are of the opillion tb&t 011 the 'baeh ot nob eiUJ:I&tl the 

21 coot ot 111ob h1cllw., blprOY-Dt, &114 &111 web 1'1&1 properl7 80ql&loU1011, 

22 ,.., naooDat·lT be upeotl4 \o be 1'100"1'14. wi\11 intll'ln nttlcient 

23 to reia'llar11 the -tll111'1t7 tor tile ccet to lt ot tile 011pU&l 1'1,..tft4 

24 for nob pvpo11. 

25 (b) !be CODIIDt ot OoDcrl .. to the -lti'IIOU- J'ICODiti'II0\100 

26 or aoqv.laiUOD bJ the <:«.1111- ot Plablio llr:>loU oa 'ballall ot the 

27 &thori t7 ot .., llrt.,.., -1, or other orooliDC ~r, 111148r or 

28 acz-011 .., -~ ...... ot \M auw ft&teo, ....ur tlt.le Ao\ 

211 lb&ll be doeilld to liMe bloB oM&lal4 0114 ott1..-UN17 •tllor1114 

.,.... __ bJ nnue ot tlt.le Aot wltllia the •n'ac ot Hotl- .w., -. -' 

Regraded Unclassified



l2 

1 
o1o.., of \~ Act of IC.>rC:. 3, 1899, ca .,.,.,....ad, -Uior or 1:10\ web 

3 11
ructuro• crooo rlwro ed. o\bor -~~ \he D&rtr<>"b1o ~or\lona 

~ ot .Mcb U o oboll7 wlthin thAI llr.ih or o oln::l o ota\11 but oo ouch 

( all'llCI- ohall 1>o CODIINcted , riCOMtl"\letod Or paintolJ:IOd ~1" 

5 thit ,14\ w>lett lUll w>tll oll tbo U nltatlODio rootrlctlont aod 

6 otbor rrov111one of tll1 act entitled, 1An .. \ct to ro;;\lla\o the con-

7 ttruoUon or bri<\'101 over oovlGO"ble watoro•, nJ:lprovod March 23 , 1906. 

8 • • ooon4o~, oxc&J:lt tho prorloiono of oactlon oix theroof , obal1 

9 hoft boon con:-Uod nth b)r tho authority. 

10 (c) The Coaliool ooer of Pllbllc !!Mt\o oh<IU not conotruc\ oiq 

U h1Jl'1111 lcrro"""n\ ci>Dilatio..o ln ...,ole or in r ort of a parlr;wqo 

!.2 ueo:-t in cooperation ao to ouch parl<nY wl \h \be 116\loDDl I'Dzk Semco 

~ of t ho llepartaent of tho Interior. 

14 &poclflo Powero ao to lloJ>o!IOdoral. Po"bllo llorko 

15 SIO. 8 . S\l"bJec\ to tho prorlolont o! thla Act, tho Oncciooionor 

16 of Pu."bllo llorko on "boh8lf of tho autbor1W obnU bl>ve power• 

17 (n) To noko lo&na to finance or nid in financinG 

18 

19 

<0 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

the constructi on, reconatruction, extenaion, or 

tcproveaent of non-todorol public worte; and tor 

the totl!>orar)' operaUon of arq ouon nOD-federal. 

public worko tor ouch per le<!. ao be ohall doeo 

(b) To purcheoa aacuritloo to erldonoe 101101 for 

non-tode.ral p blio vorQ , onl'. t o ox~-e 8U-cb 

eaaurltiee tor other aeouritloe if tho Cocc1ae1oner 

or Po"bllo llorko oball dDtomino tbot ouch exch~~Dj;e 

ia adrloablo tO aooure rop~Dt or ~ lOOD DAdo 

hereund.er or 1Dt:ere1\ \hor•onJ 

(c) 'l!o uo tbo proceou roelioed troc ""' oalo of 

arq oocurUloo acqulrOd b7 1t ....S.r tb1o oectlon 

tor tho aaklll.· of turtl>or loeDO t or noo-fedornl 

pul>Uc workl t o \hi .,n..,t ouch pTOoeedo ore not 

t 

Regraded Unclassified



_...IIJ U.. aa\llorl\J', 1D U.. Jlldpeat of Ulo 

wa•ci'IC 4lno\or c011e!Uft4 l.a 11J Ulo Seore\u)' 

of U.. fi'•MV7• \o M1A\e1A \ho lO&U f or 

AOD-fo4onl pll'bllc wort<o o• a oolf-llqul4otl'IC 

'b&oh, 

Speclf1c J1•1 taUOQ qn lo..-J!f•!!l P\l)ltc 1'orkl 

SJC. g. 'llle eo..lul oi>Or of Publlc 'fort<& &ball DOt aota lO&U 

for aoJ>ofo4onl pu'bllc 110- •• 'boha11' of tho ... u.orU:r -...looo oal4 

Co&looloDOr md tho neMcl'll 4lreotor are of tbo opl l>lon that wah 

10 loon• <»¥ reaooDA'bl7 'bo o:rpoctod t o 'be repe14, wt tb l.atoroot oufflclet 

11 to rolc'buroo tho authorlt;r for tbo coot to lt of t ho oapltal roqulre4 

12 tor euch purpo1e. 

13 Speclfle rowort ao to Ppl1roa4 lqulpeent 

1b 91:, 10. SubJect to t'bo prcrrlolo"' of thlo Act, &1>4 •1thont 

15 ropr4 to the Ulll tatloao &1>4 reotrlctiono <>f tbe Roconotructlo• 

16 71D&IIce Corporatlo• Act, approYo4 J&m&r7 22, 1932, ao -Dda4, tho 

17 Reconotructlon 71DAnct Corporation •• behalf of tho autb<>rlt;y ehall 

18 have power: 

19 

20 

21 

22 

23 

2b 

25 

26 

27 

2S 

29 

30 

(a) To propare plAlll and 4oolsno f or tbo co~>~tructloa, 

n'bull41'1C, or repair of raUr<>a4 tqulj:<W>t: 

('b) To .. ter ln\o co•tracto f or tho coootrw>tloa, 

ro'bulld l'IC• repair, or ocroppl'IC of &D7 roUroad 

oqulpao•t upon ouch term~ &~>4 col>dl tlcno ao ma:r 

'be acroe4 upoo purouaa t to pll'bllc b14dlnc or 

private necott atlon; 

(c) To l aooo, wltb or without tho option \o purchaoo, 

or to eell or nnt upoD 1t1cb tema ADd coD41 tiODa 

ao lt oball proacrt'bo , aa:r ,...1lr<>a4 aqutp~ont 

~ acq\ll N4; 

(d) To ontor il>to co•tracto for Ulo purcbooo of ci4 

retlroad equlpme•t for tbe purpooo of loaoe or 

Regraded Unclassified



1 

2 

) 

\ 

5 

I'M&le ill Ue aieUac eu\11 or tor U.. ,....,...., 

of l'llla.ll"ac, r.,atrillc, or ecnpptac U.e -

for 1 ... or reule; 

(o) ~ uao the procC>e4a roalhod froe u:r lce.oeo, oaloe, 

or other cont....,to wtU. rep~ to 1'&111'084 equtp~~~>t 

6 for e&rrTinc oa torthor oporatloao ~r tblo oootloa 

7 to the utont 111nh procood.o aro not ftoo4od. b:r tho 

8 autborH:r, ill tho .tu<\41PIDt of tho NUIIIC'iiiC director 

9 coftavrod ln b7 the S.croto17 of tho Trii.Our;r, to 

10 natntain 1 to oporatlono ao t o rallroad equlp!lent on 

11 & oolf-llquldottnc bull. 

1.2 SmUlc Llnlt&tlota on Po•&·rt R&latly to latl[2&4 !guipeept 

1) SIC. u . !be lleoonotructlon i'il>aACo Corpo...,tloa obell not -

14 oontracto, lonooo , or oalu wt th reprd to rallroad oquip!lcmt Oft 

15 'bobalf of tho authorlt:r uolou Mid Corporation and the """"'"" 

16 cllroctor arc of tho opinion thot the coot of ouch railroad equtp-

17 cent ""¥ roaooDDbly be oxpooted to bo roconrod, wl th lfttoroot 

18 oufflclont to rolcburoo tho &Uthorlt:r tor tho coot to 1t of tho 

19 capital roqulred tor ow:h purpooo. 

20 Specific Po~era aa to ~ Slectr1!1catton Prolocte 

21 SIC, 12. SubJect to the p,..,lolono of thlo .let , tho llur&l :noctrt-

22 flcatl.on Adnlnhtrntor oft 1>ohall of the outhnrlt:r lh&ll ben pawor1 

2) (a) !0 - lO&nl to fia&nCI or aiel In flDADCiiiC 

211 rural &loctrlflcatlon proJooto: 

25 (b) To purc'blue oocurl ttoo to nlcllftco lO&Do D&c1l 

26 

27 

28 

29 

30 

b;r 1 t, to oell tho olliO al\c1 uoo the procooclo 

roallaod fran tho oAlo thereof tor tho 

aoltlac of turtbor lO&Do tor rural oloctrl­

flcntlon proJocto to the utont 111oh proceod.o art 

not ftoo4ed b7 U.. .. u.ort t7, ill the Juo!pftt of 
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2 

} 

~ 

5 

Sooro\&17 ot tile '!'rean17, to ..Sataln tbe to.o 

tor rwsl oho\rUtoaUoa oa • oait-U.,aid&Uac 

b&ale: 

(c) 'l'o enrolle tho pc>woro .,....to4 b)' thlo oooUoa 

6 •lti>Dut rocar¢ to tho pronoloao ot oub41Yiolou 

7 (b) , (c) aad (4) ot oeeUoa tbrM aa4 tile laet 

S oeM•oe o! llcUon tln 'bQt oubJoct to tho requ.l-

9 aonto ot ooctlno two ot tae Jural lloetrltl~tloo 

10 .l.ct ot 19}6. 

11 Speottic Linlt.at1ont on !urol lleetr1 t1eaUoD ProJect• 

12 SiC. 1}. !be Jural n octrltlcatlon .1.4ninlo-tor obal1 not -

I) loono tor I"W'&l eloctrlflcatloa projoeto oa boholt ot tho outacrl t)' 

14 uclooo oold .l.dalniatrlltor ADd tho ~"« dlrootor ore ot tho oplnloo 

15 thM ouch 1oana all)' r..,..ll0b17 be Hp<Octo4 to bo repo14, w1 th 

16 lotorut outtlclont to ro loburao tho autacrlt7 tor tho coat to It 

17 or tho copltal r equired tor ouch purpooe. 

1.8 Power• ae to Rural Secur1 tr ProJect• 

19 SllC. 14. Subject to tho proYialone ot thll .1.ct , th.o Socretor)' 

20 of J.crtculture on behalf ot tho eothorlt)' ohol1 blllvo powort 

21 (a) 'l'o UlldortGII:o ruroJ. oocurlt7 project• ot • aolt-

22 llqulclatln.; ohornctor and to t:Mike 1o~>no or 

othorwloo to tlnoaeo or t o old 1D tlo&ncln.; 

I'\I..Nl .. curlt-7 proJect•; 

(b) 'l'o purehoao oocurl tloo to nldonco ouch 1oaaa, to 

ool1 tho aano llft4 uao tho proeoodo r&olhod tron tho 

onlo thoroot for t he DOI<ift& of turtber 1oano tor I"W'&l 

oocurl t7 proJoeto to tho oxt•t ouch procoodo oro not 

aoo4od b)' tbe authorltJ', 1n tho ,)udpnt of tho ,........ 

1nc dlreotor ooDOUM'o4 In b7 tho Socrotar, of tho..........,. 

to aa!nt&ln tho 100111 tor rural ooovi t)' projecto OD • 
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1 
YP' ..... W lpt1 a '""""'' 

2 SIC. 15o !be 1Mntu7 of Acr!Oial- lllll111111t DID louo 

} or otbo,.,lto tlDUce or U1141rtllot ftftl ooovi~ proJeoto oa ~ 

• or tho outhorlt7 1Dllooo M14 hcretu7 &114 tile D1D1C1J11 4lroowr 

5 oro or tho oplal"" \llat tbo louo tor or the ooot ot •ell proJooh 

6 OAT r-D1bl7 bo ...,.c\14 to 'bo ropol4, wUh latoroot ..ttloloat 

7 to rolcbU.rlo tho autborlt7 tor tbo ooot to It of tho o.pl\11 

S required tor IIUCh purpoee. 

9 Jopd! ot tbo Authortp: 

10 SIC. 16. (a) 'lbe 11oa4o of tt. l\lthorlt7 oboll 'be dlroct &114 

11 (Ol>Oral obllptlono of the autbor1t7, tul17 oztd uooD41 UoD1117 

12 cuaraotee4 ae to 'both princlpel &114 tnteroot b7 tho !Jatte4 Stetoo, 

1} AD4 ouch prantr oboll bo ozproooo4 oo tho taco the root, 

lk (b) In tho .,..,, that the outbori~ oball 'bo ,....blo to par 

15 upon decarul, When clue , the pri.no1plll ot , or 1Btereat on, wch boll4a, 

!6 or dtocborp &D7 co•oDODt to P"7 nooq oaclo b7 It, tho SocroterT of tba 

17 froaRr7 oboll par the 11001\Dt c!ua 'b7 tho autborl t7 which 1o horob7 .... 

• 

!.II t.borhe4 to bo &pPropr1ato4, out of 0D7 nono7 1D tho Tr .. RrT not othorotoo 

19 &pPropr1oto4, aod t horeupco to tho oxteot of tho e>oUDt oo po14 

20 tho Soeret&f7 of tho TreaRr7 oholl oucceo4 to ..U tho rl&bto of 

21 tho credi toro eo poic!. 

22 (c) Tbo Socrot&rJ of tho Troaii\IZ7 oboll ao of lloconbor Jl 

2} 1A oaoh 7011.r boCinni.Dc 1o 19lio &pPr&ho tho a11oto ct tho autborltr 

24 &D4 oboll ou'bal t to the Prooldent u4 to the Co"C"II a roporl 

25 or ODQ oppraiaaio To -10 tbo Socrotarl Of the froa8Ur7 to 

26 t>lko up 107 4af1cloDC7 1o ouch 111oh dloolooo4 b7 ouch appralaai 

il7 thoro 1o hero'br autborho4 to bo o,pproprl&to4 aao-.117, comaocloc 

2S ottb tho fl..-! ,_.. 19111, oo ancnmt o.,.ol to ..... 4aflc1•117• oU1 

29 IQeb _._ ..U bo .._s4 to tile 1e0nteJ'7 of tba !roaour7 'b7 tho 
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2 
GUtMrho4 w paromae-~of U.. '\11\11111'1'7 te-« lwlr.-4<11', 

} w tor wei> Jllllt'O•• - lecrotu7 of - !nanJ7 le nU!ol'lW. 

- ~ 1100 .,. o Jlllbll<>-4ebt t~l011 tbo proooe4e fron \110 Mlo of 

5 D1l¥ ooCW'llloo bor....ttor h-« 1ID4er tbe 1-..4 Llbortr Jon!i Act, 

6 4 o anon4od, OJ>'\ tho purpoeeo tor vhlch oecvlUoo ""1 be hwo4 

7 un4or oul>h Act , "' ,..._414, are extOIIUd w 1nolwle ezq purobaool 

s of tho b<ln<\1 of tho autboritr bor0\111Aer. 'l'ho lecrotarr of thl 

9 Troooury M!/ at MT tine oo>ll MT of the btlndo of tho aut,bar1t7 

10 ooqulrod 1>7 hln Ul>4or thh ooetion, All rodonpt1cn1, pureha1oo, 

u un4 tale• by tho Sccrotarr of tho Tr<><lllli'Y of tho b<lc4a of the 

12 oothorlt7 ohall bo t raatod ao publ1<>-4ebt tronoacUon1 of tbo 

1} United Statoo. 

1!,. P;ovlaiont fo·r Iasuanee ot Bondt of tht Author! tr 

15 SIC, 17, lllll>Joct w tho provlelon1 of thll .l.ct, tho SoerotAI'J 

16 of t he !'1'001\11'1 on bohalf of the auther1t7 1hall ha•• pooorl 

17 ( a) To lelllll bondo of tho <>uthorlty !ron tlno 

18 

19 

20 

21 

22 

2} 

211 

25 

26 

27 

28 

29 

}0 

31 

to tina in one or noro DOriot , b64r1n~ web 

dAta or datea, natur1nr a t wch tine or 

Unoa, be.o.rln.,:: interett at INch rate or 

ratea paJ&blo et auch tine or Ur~et ,· in 

aucb 4anon1z:lation or 4eDOn1DAt1ona , in a\lch 

rom, ca.rr)'i~ web r•"':'iatroUon, COD'f'trdon, 

or l.ntorcJ>an!:e&bUH7 prhU .. -.1 , w l>Joet w 

tuc1> tor.>o of rodenptlcn, moth or vltbaut 

p1"«tiun, ~ble at euoh pl•c• or pl4ce• , 

provldl.n,~ for tho ropl<> .. nont of mtll&tod , 

deatroyed, etolen, or lott bonda , executed 

and deU•ered in ncb MZmer , u4 contola~ 

aDd .abject \o •c!l \em•, COTeD&Dt•, and 

coaU Uono ao the locrotAI'J of tM !'reatui'J 
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1 

2 

s 

4 

5 

6 

7 

8 

9 

10 

u 

12 

13 

H 

15 

16 

17 

18 

l, 
ao 

21 

('II) "' s.a- * __.. Ia rdmP for, or 

... """ ,_ ..... lOIII' ...,.,, ,., 

ol l M ............ OlllM'rf'na 

(c) !o -"'' \lie 'llolllo, uUll•llll &11 * 
feaUUloo ol \he DIIJU'-' of * troaAJ'7 

now or 'borMf\or 81l\hol'loo4 '117 1 .. for \'llo 

.....n:-unc ot•'lllipUo11o of \'llo 1)11\M ateuo 

&n4 \o ••11 \he 'llondo &t -~~ prloo or prlooo 

M Ill - in 1h 'lleot lotoroohJ 

(4) 'ro ...a- or 1JI'!f &t ""turlt7 tbe 'llcndo &n4 

lotoroot thei'OOn M it.....,. ... 4.,. &n4 

p&TI>'IIlo , u t 1llsloe &11 \'llo feaUltloo of 

tbl Deper-nt or \'llo !I'OUUI'7 """ or .......,.rter 

-tlx>rlsod '117 l"" f or tbo rodMI>t1on or pq­

IIOnt of obliptiono of t ill UD1to4 StatooJ 

(o) oro propQl'O o1ltlh formo, 1nol»4loc oncrG'fod pl&too , 

dho , bod p1acao , &n4 otbor mtor1all ao oball 

bo ov.i tablo for tho 'llcndo, &n4 to purobaao 

ouoh mtori&lo lnoludloc dittlnotive poper "" 

_.- be noeoe•ar7 in eonnootloo therewith. 

Spocif1!> Limitation• on Ina&nC• of l!ondl 

18. 'llle D.uthorit.T ah&ll not ha.,. 'llondo cutot&n41ac &t ""7 

23 ••• u. for &11 purpooeo in excooo or tbD --t· pri.DCip&l 
22 SIC. 

24 _,, of $2
0

1160,000,000, \'llo proceed& of which MT bo applied lo 

2& O&I'I'Ti!IC out ito flmotiono bDHW>4•r in not ex<>oedloc tho foll~ 
U inc """""''" for till followloc puz-POOOI , in ..sAU1on to .,_ ..,.&11.­

'¥1 oblo for 11lDh purpoooo from tolloo o!VU'&•• • till oalo of oocW'iUoo 

28 ac~v.irod in C>U'1'7ln& out it .. tunotiono horeun4or , &n4 .....,.,u p&i4 

29 to tho author1\7 under ooot\on twont.T-\WO of thh .ll>tl 

(a) $~,000,000 for ito tw>etlODO ao to p>bllo 

• 
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l 

2 

3 

4 

5 

6 

? 

8 

9 

10 

11 

12 

13 

14 

15 

16 

rMl pr..,art;r, u pronW 111 aeouoa """ 

of l.h1a MOt : 

(b) t3IIO,OOO,OOO for ito tlmotlou u to """" 

fo~r&l pWill.o wer lr::a, u pro1'11locl l.n -\l.oa 

o1Cht of l.h1a MOt: 

(o) tliOO, OOO,OOO f or ita tlmQUo..a u to rail"' 

roo.d oqllipoDt, ao pro'Yiclocl in oootl.on ton 

of tbio ACt ; 

(cl) $460, 000, 000 for ito tw>ctl.ono ao to ruro.1 

o1octr1t1oatton proJocta, ao pro•iclocl l.n 

IOC~ion Welft of tbil ACt; 

(o) $500,000,000 f or ita flmctl.ono ao to rural 

ooouri t7 proJocta, u pro•14o4 l.n oooUon 

feurteen of tbio ACt. 

Purcihaso ~f Bsn4t 

SJIC. 19 . (a) fho bonU of tho 10uthoritY obllll be la>'f'ul l.nYOit-

17 monto ond rm:t ba 100coptod oa security for lOll fiduciary, truot, ond 

18 p@l1c f'undo tho investment or dopooit of which 'laall ba undor tho 

19 ""t l-Lr Uy or control of the TJnitod Statoo or lOftY offl.oor or offiooro 

3) or ac•ncy or e.cenciel thereof. 

21 (b) With tho ~proval of tho socrotarr of tho '!'re.-ur'Yo tho 

22 GUthor i tr rm:t purohuo cut of IODY tundo o1'101loblo thorofor OD7 

23 oblipUono of tho TJnitocl st .. teo l.ncludi.nC ito own hondo at tm¥ prl.oo 

3t ant rm:t ooll OW>h obl~tl.ono at 0D7 tl.liO, If thll authoril;)' pore-• 
25 H o own hon4o it flltf¥ hold the • ..,. for inno-nt or rotiro aiOd coneol 

26 them, oo 1t ohllll oiotermino to be l.n ito beat l.ntorooto. 

MOnera of the AuthoritY 

SEC. 20 (4) llt>noya of the authoritJ fro" whotovor ooureo 

2? dorivod oholl be dopooitod 1.n ito namo aiOd o\ll>Joot to ito clirootl.on 

:lO •Hh the Troaouror of tho tlnitocl Statoo or '11. th tho oppro1'1ll of tho 

31 SocretAJ7 of tho Troaourr 1n OD7 J'oclorol aooono )Allie. 

Mil~ 
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1 

2 (ucopl 41·--·· for tho ~ or tM latenot "" or 

3 ~U>cipal of Uo boa4o) ollall bo ...S. till'....,. tho Dlrioloa or 

4 DloburiOMnt or the DopartMat or tho 'l'nuv7· "'- IUlthorl\7 

5 ollal1 r~ia-11, la ndl uoaato u aq he appro'N4 b7 tloo DlnotOJ' 

6 of tho beau of tho ~to tho 0\ln'IDt oppropriatlna or the 

7 Di•111nn of Dl.oOIU'o-11\ tor the oxpenoo of .aldDc ndl <lh_1_11to, 

8 (c) llzeept ao proridM la tlola .l.ot ao t o tho flacal ;,oar 1940, 

9 no fwl4o made aftilable fnr lllm1111otratho OJ:po111oo of tho ..,thori t7 

10 ohall bo obU&&tod or oxpel1do4 Wllooo 1114 Wlt!l on appropriate 

11 oppropr1aUon accoWlt lhall ban boon ootabllohe4 therefor puro"""t 

12 to an appropriation varrut or a eo.erio.g warrant, and all mcb 

13 expon41tvoo for admil11otraUn Oxp&I1000 lhall bo aocoU11h4 for 1114 

14 el1dito4 i11 BCcor40Doo ritlo tloo torao and prorio1nao of the ~t 

15 an4 .l.ccOWltla& .l.ct of 1931, ao aaol14od. 

16 (4) With the opproYal of t he Secrotor7 of the '1'roa1V7 tho 

17 h<loral ltaoerTO BeDD ohall aloo act u flooal - to or cuoto41aoo 

18 for the author! ty upo11 ouch t orao ao ~ be acrood upo11 •ith tho 

19 authorit:r. 

.&pprop.rlatlODI 

21 SlO. 31, (n) Thoro to horoby nuthor1ao4 to bo oppropr1ntt4 

22 tr.., t!mo to u .. ouch IWIII no 110,1' bo 110oooonr:r to oarr:r out tho 

23 prona1o11o ot t hia .l.ct , lanlwUDc the ~nt b7 or on behalf of tho 

24 authority of all oxpo11ooa in connoot1na with tho aoqu1o1tion by or 

26 on 'behalf ot tho authorit7 of real propor\7, 1Aalu41Dc all f ooo for 

26 abatract e, o1't1o1al cer-t.lfloaUona, erldencoe of title, o.o4 reoord.a-

27 t1011, DOtwi thotao41Dc the prOYh O i11 IOCti011 ODO of thO .I.e\ or 

28 llcrch a, 1889, rolot1ac to tho p&YMI1t of ouch oxpeaooo 1114 teoo. 

(b) ~D1otratho _ ..... or tho outloor1t:r 1Dcll1d1ac aaouato 

30 r oquin<l to rola'barao u.COIU.,. 4opartMato aa4 other bare..., &114 

31 -111to of tho ft<laral al1d otatt ..,.,...-to &114 pa)llo bo4Ho 1114 

a3 OlplO}'OII for 10rw1011 rtl1do1'14 1D O&ri'J'1DC out the purpGII or t hb 

113 .l.ot oball bl pa14 for the !heal ,..... on41na .Juno :so, 1940 Croa ouch 

;)4 -·0 .. -· ritlo tM lpJII'Oftl <Of tho Dlrootor or t he ..._of 

a& tho We-t. be .... l&rTOd rr .. tho pr ...... roali...t fro• tho oalo or 
Regraded Unclassified



1 1>0o4o of tho oaUioritJ' f or tbo PllfDIIII\ tllonot, ta &MtUoa to 

2 tho uobllr,ah<'. llalaDcoo of ... btntotoro arpi"CCpft4to<\ 01' ~ 

} 1o bo uao4 tor - •~•••••U.,. npea-. &19 pi'O'I'taloa la tlale 

~ or - othor lau to t.ho coat11'&1'7 aotwUhatfiD/UJic, 

5 !renefore 

6 51:0. ;!;!, (1\) '!!be SecrotUJ of the 'l'roaau.l')' with tho approval. 

7 of tho Proall\ont o.Mll pe.:r ovor to tho authorlt:r all or ...,. pcLrt of ...,. 

s vnobll~;~~tod balancoo ot ouno horeto!oro apJ>roprtlltd or ovaUI\blo to 

9 tho S.crotaey of A.-rlculturo to enable hie t o carey ovt tho provtolono of 

10 iitlo I of tho !il>nkhoa(\,.Jonaa Fam Tonaot Act, tho !l:>orsenc:r Belle! 

11 Approprlatlon Act of 19}8, tho York Rellof aJ>4 P<1bllo Yom Appropn-

12 u.., AOt of 19}9 and ouch tunis shall thorovpon bo an1lablo to the 

I} $. """'ar'l' of .&t;ricul ture for fiZIIUJCi"" or aldta;; in tliWlCi"" on be­

l~ ll&lt of tho authority rural aceur1t7 proJocto uco\or thla Act, i n a•.u-

15 Uon to all other nono;y11 a ... U&blo or to bo avalloblo for ouch purpooo ' 

l E unl\er thh .le t. 

17 (b) 'l'ho Socrotoey of tho Treaavry with tho approval of tho 

16 Prooi dont ahall P83 ovor to tho outhorit:r all or ~ port of 4n7 

19 unobll ~toll balance• of ouch our;s horot o!oro 3i'Propr1atod or available 

20 to tho !lul'al t~octritieaHon J.dniniotraUon to onaUo 1t to carey ovt . . 
21 tho provhiono of tha Rural Sloetriticatlon .\dninhtration Act of 19)6. 

n ac4 ouch tunl\a ohall thareo•pon be available to the Rural :ll• ctritlcatlon 

2} A4ninhtrat or for tlnanc~ or a1d1n,;: i n tlnanci n~ on behalf of 

21. tho a11thor1t7 ro.ra1 electrification proJocto uco\or thh Act, in 

25 a~di lion t o all other none71 avall<oblo or to bo avAilable for IIUCb 

2~ P\lrpooo under thio Act , 

27 hcluolve J\Jl'h4iolion ~~ot 1\oaulrod 

;!S SZC . 2}. llotoUbotaaAic;; tho provloiona of an:t other law, 

29 tho obtalnln« of o~luoiYe Juriodiction ln tho ~nited ltatoa over 

30 ro~l proporiJ to 11o a.,...lrod 117 tho authortt:r ....tor t.h1o Act 
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.Wl not M required; but U.. --ctac director of tbe .,.\llorl\7 

...,, In ouch c:&ooo &114 at web \1Mo ao be .., dooa dul,.blo, 

1ecuro fro• the otato 1D wb.lch -'> real proportr 11 ol-to4, 

ouc11 Jllriodictlon, achabo or pc\ial, owr acr web real propertr 

01 
tbo -ciac director .., 41• dool,.blo &114 .. cop\ ncb Jurlo­

.Uc\lon on Nbalf of tho Ohlted Statoo br tlllDC a aoUco of -'> 

accept•DC• with the COTernor of mch atate or ta web other .anner 

0 1 M1 bo prooorl bo4 br the 1- of tho o tate w1 thin the bor4ore of 

whlcb ouch real prcport:y 1o ol tuatod, Ul!looo &114 W>tll aocoptaJ>CO 

of 11.1oh Jurlodiotloc on bcbalt of tho Ull1to4 Statu baa boon aa4o 

ao atorual4 , 1 t obell be conalu.hol:y proouaod tb&t co ouch Jurlo-

41ctlon boo boon accepted. 

1} Roporto 

1~ SIC, 24. 'lho authorltr oheU ll\lbal t to tb& Prooldant &114 to 

15 lb& eoacrou . lc Januar:y of aacb 71BX• a financial otat-ct &114 

16 co~~pleto report of tho 1111tborlt:y for tho procodiac con,.,...otal 

17 !local ,.ar. The Dopartl!llnt of tho Troaourr ohall at all Uaoo 

IS ~oop colllj)loto &114 accurate accounta of all oporatioco of tho autborlt:y, 

19 lnclii41DC all tW>do oxpoadod or recolnd for the account of tho 

20 autbor1tr. 

21 Penal Prorlai one 

22 SIO, 25. (a) .Ul pceral penal otatuuo rolatlac to tho larconr, 

2} e:abenle~~e~nt, coaorerelon, or l.aproper hati411DC, retecU on, u e or 

211 41opooal of public oocoro or proportr of the Ohlt.ad Statu, obell 

25 appl7 to tb& aonoro aDd proportr of tho authorlt:y and to 110Dt7• 

26 and prcportloo of tbe unt tool Statoo octruotod t o it, aa4 all len 

27 for t ho proTonllon of cOW>torfoltlac of aD7 obllptloc or other 

2S oeourlty of tho Ulll tod Stnteo, whotbor penal or otherwloo , ohall 

29 appl:y to tho bocdo of tho aulborll7• 

30 (b) H obell be W>latrfUl for anr porooc to do acr 04t or thlDCo 

)1 or t o euttr t,nto azq coa..-plrac7, collual on, or acroeaant, eqr••• 

• 
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1 or l.llpllo4, wt.\11 SP•t to ..,_. tile •tllodqr or ~ 

2 or~ \0 W•' lU JIUJellla It tM11 lie • " 

J ~~q 1114lrl~, u-lat'-o putMnlolp, hUt, or oorpontloa 

~ to v..oo t11o wortlo -.stoa ltotoo loltta u4 -· Alatboriqr0
, or 

5 ~~q co..,lDoU• ot tllooo olz _.,, u t11o -· or port ot o 

6 -· -r 11blob loo or U oball 4o lloloi.Dooo, jzq ponoa IIIIo 

7 nolotoo aliT _..s. ot Ullo _._loa ollall lie pall., ot .. 

a ott .... acai••' tbo lb>lto4 Stotoe, .... - ooarloUoD tllonot, 

9 oboll lie oqbjoot to o tiM ot DOt 80n - $10,000 or """-' 

10 not ucoo41DC ton ;reo.ro, or both. 

11 (c) J.tq ponoa Olbo ~ u4 wf.l111llT rlolotoo-

12 ruloo ..a ro&l'laUoao proocribo4 u4 pllblloba4 liT \llo C-aolour 

1) of PubUo Bo&do, with t ho oppi'Oftl of tho •nopnc 4lnotor, pllfWO&Dt 

1~ to tho prorlalono ot tblo .let, oboll bo 41- p.il\;r ot a lllod=ooor 

15 &od pllDiobod liT a fino ot DOt .,,. - $1000 or b;r bpri-Dt tor I 

16 not DON thaD olz -tllo or b;r bo\ll oacb ftDO ID4 lloprio-t, 

17 (d) 'l'bo autborit;r liT tnD&&It ouoll ondtooo u IIIII,}' bo 

18 .. atltblo cono.,mnc aliT oct or thlDC 1D rlol&UOD of aliT prorloioa 

19 of tblo oocUon to t11o .lUomor OoDOrol, IIIIo , 1D blo 4looroUon, 

20 -.;r iDoUtuto t11o •-nato crlaiDal proooodlnp, 

21 (o) .l,.. 'l'iOltUon ot ...,. of tho proYillou ot \llio .lot lOT 

22 bo eD,jo1Do4 b;r tho 41otriot covt of tho Ua.l to4 Ito tao hi'I'IDC 

2) JuriodiDUon at t11o 1Dotonoo of t11o .lt\OfD11 Oonorol or - 11a.1t o4 

211 Statu 4lotriot aUofDI1• 
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lln:saJ7 ot .lttacbo4 Jill 

!l>t purpoao of thh draft bUl lo t o lDcreaao onploT'Icnt uHbout 

11;rout._ tba public ~bt or preaont appropr latlou and vitbout burd.enin.; the 
•llooal t&XiDC po'OCr b7 proTidlJ!6 a notbod tor tlDIUIC1114 on a aolt- Uqu14&U QS 

1011, (1) conatructlon of hdcraJ. ezpreaa bl~, b;r-paaaoa, brlcle;<la , and 
..,.ell, an4 the acquhltlon ln cooperation vltb the Statea of rlshh of n.y IUld 
djot>OOI landl, ( 2) loana for non-J'e4eral public "10rka 1 (J) conat ructlon am lcoa­
l"' of 1oco:10thea , fre1;;bt care and other railroad rolllnc a t oclc am abop equlp­
,..t, (4) loano for rural olectr l!lcatlon , and (5) lcana to tarl'l t~U>&Dto, ahare­
e:roppers and nit;ratory Iamere tor the purcM.1e ot tarna , l lveatoclt• 10ede &nd 

ot~r cec.o•a&r/ oqu1pnont under the Bankhoad.-Jonoa .ram fo.u.nt Act o.nd tor rural 
r<J:abllltatlon, 

~be bill crontoa a non-atock govorncont corporat ion called tho Uni ted St atoa 
fork• M4 Jlnaace Author ity, Tho Authority conahta of tho Secretary of the 
"""''11'1• tho Secrotary of Acrlcul turo, the Federal 11orka Adnlnlatrotor and the 
reur&l loan Mnlnht rator. !l'bo ce.'lbers of tho Aut borl ty aro Mal.ocoua to the 
tb&ro~ldera of a atock corporation. In order t o a•o14 tho noeeaaity tor action 
&I 1 board and to coordinate a.ct1vlt1ea of tho Authority, prov1a1on 11 nade for 
the appolntnont by tho DOobors of tho Authority of a nt.M<;lll(; director, vhooa 
&Jtte~ corrtJapoD4 t.o tboao of a board of 4.1r,eetor• of a atock corporation. 

!l>t bill eontara aupplooontar:v po""ro only and dceo not cut dcvn tho exist­
tAG a1:tbor1t.y of AIQ' 'ocleral 4bCDC)"1 nor 4lfeet &Zl7 reor&an1tat1oa pla.na . lio new 
ori)lllluUon need be aot up ao the aecountlq and clerical dutlu are raqulre4 to 
be pertomod b7 tho Treaoury, ..,.d, oo ter as practlcablo, other Pe4aral , State , and 
locol offlelall <>nd. -ncloo are roqulrcd to bo utllhe4 1D carrylq out the !uno­
Ilona of tho Authority. 

;lth tho ~pprov&l of tho Secretary of tho 'l'roaoury, tho Authorltr oayiuue 
bonda or other obll(lntlona guarantoad aa to ~oth principal and lDtoroot br the 
Uoltod Statoa , Tho Authority ""¥ not hove mro than $750,000, 000 of thoao bonds 
outtta::uHrllt at any ono ttao tor tho toll roads and br14aoe , not ooro than 
H50,000,000 for tlnanc1118 no .... r e4eral public »orko, not r.~oro than $500, 000, 000 
for the aequhltton of roll1118 atock and. ahop aqulpr.~ont, not more than $5001000, 000 
for the tam teMnt and rural r()ho.bilitstion prot;ro.n, and not oore tbBn 
~,000,000 for tho rur&l eloctrification proGTAn• 

In order to ...r....,..rd tho oalf- llqul4&tlns character of tho proGr""• tho 
fldera.l -nclea ublch D&ko loons on boh&lt of tho Autl\orlt7 under tho Act, ouch 
&a tho Public Roa~ Ad.'llnlatratlon, the Public 7orka Mnlnlatratlon, the Recon­
thuctton.. 7l.nanco Corporation , the Rural 3:lectr1t1oatton Ad.ntnlatre.Uon a.nd the 
DfpartDent of Ao;rlculture are directed not to n!Lkc ouch lonna unlooa tl\oy 1:JA7 
ra&aonsbl7 be ezpoctod to be ropotd, vlth lntoroat autflolont to reilll>Uroo the 
AutborltJ for the eoet t.o lt of the cap.ltal r cqutrod. for wch purpoae, .A. p~ 
•laton olnllar to that 1D tho C«nadtty Cre4lt Corporation Act for m1ntaWng 
Wllnpolrod tho aueta of tho Author! ty h alao Included, 

lfho blll conta1ne prorlaions rol&tive to the uae ot noaoya of the Autborl t7 
10 that, a/tor Adoq_w:lt o provision Ma been made to naauro tho eel f-liqu1dat1.%2C 
eh&racter of the projectll construct ed and financed hy tho .A.uthoritt, ita r ·eve­

ea.y bo uaod 0-1 a rovol\•ing fund tor !urtMr inprovcnonta and l oana . 

No e>pproprle>Uon h Mda or roqulred by tho blll for tho AulborH:r 11hlch Ia 
t.uthorh ocl to uao fron the p roccoda ot tho aa.lo of it1 obUgationa eucb aeoua.ta 
for l<iftlnlotraUvo oxponaoo for the floeal )'Ollr 19110 aa tho D1roetor of t ba 
!lureau of the Ju4&et o.ppro•oa. Thereaft er adtl.1 n1atrat1vo txpenaea ue control led 
by ~ appropriation• by tho eo_.. ... . 

!he lDterool on U>o bonds of the J.uU>orHr vUl be aubJoct to the no.....U 
· ~~=~ lDeo:ae tu aod the evt&&, and. &lao to St.ato lncc:.e t.uee vbouvrer the 
$ Courl appUoo tb• dootr1DG of GreYoo ... 0 11•e(o, 59 S. Ct . 595 (vh!ch 
ra..,.tl7 OTOrruhd tho ou• of Colloct0;:-;:-Dar1 ll Wall. llJ) to £0TCrnMDtal 
16Cu..--tt1oa. 

'!'be .lulbor ity Ia oubJoct to tho JuriadlcUon of the General .t.cccunt!QS 
to tho OMO ext ent as ....,. exocutlTO depar~nt of t..~o O...onment , 
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to pro'Oldo tor tbe conotrw:tloa aDil t!A&I>clng of 
.. lt-11qu14et1DC proJooto, aDil tor other purpoooh 

1 Je tt eD&o\e4 br the S!¥\t H4 l?utt of Jepretptatt••• ot the 

2 VPHed Statee of Aaertca ts Cow••• ••!!abltd, !hat thle Act _, be 

} elto4 oo tho 'Solt-llqu14etlng ProJocto Act of 1939•' 
~ U'nl ted !tatoo 'forb and J'ID!!IC! .l.y.thorl tz 

5 SIC. 2. Tlulro h be!'ob7 cr .. to4 a be47 corporate of porpoNal 

6 lluroUoo to bo launm u tbe Ullito4 !tatoo 'forl<o aDil J'inanco 

7 Aotborltr, W!>ich ol>all bo .,. _ .. ., ao4 1not1M8ontal1t7 of tbe 

8 Uolto4 Stateo with ito ottleo 1D tbe Dhtrict of Col•bta o.Dd with 

9 ponr to tuocUon 1D OllJ' plaeo, &D4 tho -bore of wbich oball 

10 eonolot of tho Socret&l'J' of tho 'l'rouur7, tho Seorotarr of Acrlcultnro, 

ll tho h4oral Loan Umllliotrato>', oDd tho lodoral 'IJorl<o Umlnlotrator. 

12 Dotilli ttono 

1} SIC. } • 'l'ho following hro>e wbenner uood In thlo Aot lhall 

1~ ha .. tho followlnc 11e&llingo, un1e11 a 41fferont eoanlng c1oarl7 

15 &ppOaro !!'011 tho contoxta 

16 

17 

l8 

19 

20 

21 

22 

2} 

24 

{a) 'l'be tor11 •authorl t7" th&ll ...., tho corporation 

c,....te4 b7 tbio Act: 

(b) fho tera •rool proport7" oball •tan l&Ddo, 

ttructuree, fre.nohl•••• u4 btoHth 1D l&D4 , 

!nelud.ing lan4o under ""tor ODd riparian rl&bh, 

nn4 anr and ell thlngo nnd rlchU uouall7 1o-

4ludo4 w1tb1D tho oa14 tor~~, nn4 lnoludoo not 

onl7 fooo ot.plo &l>ooluto but aloo Oll7 aDil all 

loeaor tntoroate, w.ch .. oee..cta, rlchh of 

ltceneoe 
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) 
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5 

6 

7 

8 

9 

10 

u 
12 

1) 

1\ 

15 

16 

17 

18 

19 
20 

21 

22 

2) 

211 

25 

26 

27 

28 

29 

u4 all otller lllcol"pOI'e&l ~-'• u4 

""" ....... ate .... , or J1t11t, 1..-1 or 

..,a1 \Ule, 1acl'lldJJic ..._ of ,_..., 11114 Ueae 

U.e..- 'b7 ~ of J""'-"• """-• or 

otbarwioo, u4 abo olalae for u.ace \0 

real ea\at.e; 

(o) The \11'11 "bo1114o1 eball .,..., Ulo ao\lo, 4o'bUtureo, 

tnterl.D rocolph or cor tlfle&tll, bon4o or otbar 

obU.-tlono of tho ""thorlt7 ou\llorlll4 to be 

luul4 u1114or thio .lett 

(4) fba tera "pplblie bo471 eba11 .,.., 0117 ohh, 

terrlto!T or poaaeaelon, or &DT DUD1clpal1\J, 

polltleol oub411'loloD, 4oper\Oont, 'boanl , or 

cotDiaalou t.hereot. or &1\1 corporate 1Dttruruu~t&l1 t7 cr•te4. 

or or&'lllliaed b7 0111 or aore ttat11 or b7 the au.tborltr. 

(4)' Tho tom "hlci>W&:r llrpro•ooento1 oholl aoan poot.-roo41 , 

bipwe.,t , po.r~a, crt4e-croaa~ . underpauea, 

OYOJ'p4aaea, 'f-1a4ucta , brt4.cte , aad tunnela , tncludinc 

croaa1n,ca OYe-r or under D&.-tpblo •tart and other 

t......,oportotlon facUl tloo, l.J:Iclud.lac I'Orko , un4o,.._ 

~ or proJocto l.J:Ic14on\11 tbaro\0 or to 

encourece the uae thereof, ac4 all or ~ part ot 

U7 of aw::h facill ttea &D4 appurttMACII thereto , 

ouch u ..-1 proport:r, bu114l~~C~o oqulpnont, &4 

--:rn 
(f) Tba tOl'll 1noD-f14oral public worko1 obt.ll ,..., 

proJ ooto of tho character herotcforo tlnonco4 b7 

lou or _, or bo\11 'b7 U1e r o4oral -rpnc:r 

Adn1a1e-tlon of Poa'bllc 'lorlla udor f1 tlo JI of tba 
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l 

2 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

16 

17 

18 

19 

.. u.t las •s.•toa ""' o1 1•, u. .,.. ae ., 

.. ls.f as opSaUoa Au\ ol 1d1 u. MUo 

............. _,loa ~loa .... , ol liS'P, ... 

Ao~ of 19381 

(c) on. \vii otrailroe4 ...Us-11t1 oball ..., uct-o, 

locoa>tlno , t-ro, heiellt u4 pao...,.r cue 

of all tn>e• u4 o1au11 1 1114 par to tllereof u4 ., 
appart....,.,ao tlleretc u4 otller rolli.IIC etcak 

arul railwq ol>op equipa11t1 

(h) '!he tera 'raral alK\riflcaUon pro,jecto1 ehall 

..., pro,jlctl of tile charectlr heretofore f1DaDce4 

or .,.t.horised to hi f1DaDce4 or curl.e4 on b7 U. 

l!val nKtrificaUon Adm'•"tratioll 'GIII!Ir tile ltllnl1 

n~<>triticaUoll M>t of 19381 

(1) '1'hl term •rural aacurii;J proJeoto' ohall -

proJect& for exten41"1 ore41t to 1114 other"rill 

fillalloiDc a11d turlliohi"' faciliUoo for farra -te, 
farm laborer•• &bare croppora, and other iD4.1Yiduale 

who obtain, or wbo han b tile paot obtabo40 tile 

-.Jar portio11 of tlleir illco• froa tara oparatiolll, 

bcl'OdiDc rural rehal>ilitotion 1_, pro,jecto for 

thl prorlaioD of additlollal water fec1Utioo, aDl 

tara _, loano u prO'ride4 for ill !itll 1 ol 

193'1. 

Jl!riOQptl 

28 no. 4 (a) 'l'hlo m\bori\7 b7 a aJori\7 't'Ota of tile ..-ro 

29 tberaol oball II'Piillt 011 olficlr of \be .. thlrit¥ to hi - u \be 

30 --- 4tnow. 

Regraded Unclassified



1 

2 osce..t flO,OOO a ,_.. to 'e nat u4 paU 117 ._ aatllortt7 u4 

) o11e11- powr to ..,.la, u4 tta ._ u•·•••U• ot aot .... 

~ tllaA ou upeno, attor~~qa, or IMt otaa•• wttllcla.t I'IIIUil to ._ 

5 cl•ll·ot"ice loft, l\ lba1l lie U.. tllllaUoa of tile --ctac 4tr.otor 

6 to lciUate , ooor41aa\e, aa4 lObi• oa procr- for U.. cou,NOUoa 

1 &114 tllwiOI.l>c of .. lt- 11qllluUac proJach oa 'MIIalt of tile aut11orU7, 

s on4 tubJect to tbe 4trecUoa u4 coatrol ot tbe autbort\7, to 

9 uorcleo all powen of tile autbort•r aot otbel'ltoo 41lepte4 'br Wo 

10 Act , 

u (c) I.D car¢DC out Ita twlcUou Wl4er tbie .l.ot tbe autborlt7 

12 1o outbor1n4 aa4 41recto4 to aftll Uoelt of tile eerncoo ot 

1) departMnh, bunaue aa4 IICfDCleo of tbe fe4erol aa4 etah &Oft.,..Dh 

1~ az>4 to pa.r Ill• lldldahtraUn upeu11 1...,...... b;r 1110b 41port•ato, 

15 bllrlma ID4 -DC11e u a renlt of t.belr ..,tll>c 1D coajWicUOD wUb 

16 or on behalf of tbe •tbor ltr JlllHIINII to tbie .l.ot. All accountlDCo 

11 clerical ..,4 a4a1chtratln fllcctlcno of tbe autbor1t:r not otberri" 

11 4ol epte4 b;r tbh .l.ot lball be perto ... d 'tlr tile Depart..nt ot tbe 

19 ~turr on be bolt of tbe autllorl t7, 

20 (4) 'ft>e .t.ttoi'DI:r Oeurt\l it autborho4 aa4 41roote4 to oupe"h• 

21 oo bohalf of tbe autborUr all UUpUoa lD whlcb It -.:t 'b<lc ... 

22 IAYOlftd, 1cclu41.J>c coa4o.,.Uoa proceediiiCf iDIUtuled Wldor tbie .l.ot , 

2) (e ) !lie powere cooterrld b:r 11111 .l.ot are ln a441Uon aa4 

24 ouppluoen~ to tbe powen cooterred b;r an:r otber law u4 noWDC 

1D thla .l.ot ehall be COAI\rued tO alter, li.Joit, 01' ID &D7 ~ affect 

26 tbe powen cooterrld upoa tbe Preol41at 117 tile .. orpai10Uoa .l.ot of 

27 19}9. apprond .lprtl } , 1939, or oar reorpnii&UOD plaa heretofore 

21 or beroottor traaoalttld br tbe Preeld&D\ to \be COftCriU whlcb bao 

29 horototore lobo effect or 11h1cb aa:r benaf\lr tab etteot ~' 

)0 tboreic: u4 \be adataletraUoa ot \be prone!- ot tide .l.ot 111a11 

be eubJeo' to \be prortoloaa ot -aa roorpataUoa plaDI. 
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5 

I 
o=·nl CoJ'RH'''" rmn 

2 

) oJ>all ~~a•• power: 

(a) To - &114 be ~ lD Uo corporate. -· 1104 

11> ~hh coAD~CUOI> to - 11> tho appropril\tt 

41otr1ct coUJ't of tho Uill to4 Ita til for tho 

10 

11 

12 

I) 

I~ 

15 

16 

17 

20 

21 

22 

26 

27 

2S 

reco.err ~f 4aaoCO• purouant to tbo pro•ioio~>o 

of oootio~> o..e1> of tbo Act e~>tit1o4 •AA Act to 

protect trad.o &D4 co-I'Ct opi~>ot W>la• flll 

reotralnh &D4 .,.,.,polloo, • appron4 J\117 2, 

1690: &D4 -'>ei>OYer the au.thorlt7 lh .. , ill 

ouch ouH that ~ 1>i44or hat oubaltto4 a l>i4 

or bi~ 14oDt1col wltb l>i4o .ubodtto4 ~ 1D7 

coopetltor lD reopoDot t o a putioular imt .... 

tioD for l>i4o, ouch 1>14o or lllCb price• oball 

be preauaed to bave been a ro~lt ot or 1D 

fllrthe..,ce of "" ""'"" .. "' to fi.J: priooo , 

&~>4 the oxiot o..co of ouch acroo .. nt obal1 for 

P"J'ppOto of 0\lcb civil ouit 'be rop.r4o4 ao 

pro.od. UDl••• the aon~exiettnct thereof la 

ootal>lllhe4 to tba aatlo!actloD of tho trier 

of tact; 

(b) To adopt, alter, 1104 use • corporate oaal . 

which lhall bo Ju41clal17 Dotioo4: 

(c) To UOO \be UOi~e4 S~a~eo .aile i D 11ko oaDAOr 

u the executi't'tl 4ep81't•Dto of tbo OonrDMDt: 

(4) To utlllae tba oonicoo of 11>:1 publlo bo47 

11>4 ito o-..107100 11>4 1D7 aceDC7 or iDOti'UMAtalUJ 

of tbo Oo•oJ"DMDt &D4, Dot•UhataD4iDC &D7 otbor 
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• 
5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Jl 

u.v-a.utr '"" ... oem••• 
(o) Ill MfOlft llr &1ft, ,.....,..., r 0 P• • lir 

\Ill -.ill , \Ill ,_ , --· ..... 

• o\llenl•• u4 to bol4t ~ (u lei- OJ' M 

le.-), UM, .. u, u+··p or otberwiH &1 ..... 

ot rill. pii'OPIJ"J MOIIIU'7 or oo....Uon tor 

oeri'71Jic out aq ot ito tuaoUoao ~w....a..-1 u4 ia 

..,.rohiDC tlw ponr ot oalaoDt Aouia, to acqoa1ft 

rill. proport;r 111 tbe -•r 'b;r whl.ch tbe O.Uecl 

lltotoo 11 ... thorhed to coDA- J'Oal propor'J ....s.r 
tbe prorlolou ot ., oct oatUh4, 0AA oct to 

authorho <MII-•UoD of laD4 for ou .. ot Jl"l>llc 

boUldiDco o u4 for otber parpoooo•, tppl'on4 

-'~>CUt l , 1888, u -..s.4. or ot ., act Olltltle4. 

0AA oct to ezpo41to tho coDOtructi oa of public 

bo11l41DCO aD4 worb ouh14o or tho Diotrict of 

Coluabia b;r en&bliDC pooooooioa aD4 title of oitoo 

to be twa 111 ..,...., .. of tiDal J~at la pro­

coo41DCO for the acq11Jo1Uoa ...:Otoot uDder tho 

pawn of oa1Dont 40M1a0 , II>Pl'01'04 hbruar7 28, 

1931, 10 aMJI4o41 

(!) Ill acquire, hol4, u4 41opooo of porooaa1 proport;r 

tor aq corporate parpooo , 1114l..UDC tho pooor 

t o purcb&oo proopoctift or toat•U•• ....U 111 

oo..,.ctioa with tbe taldDC of rill. proport;r b;r 

tbe -c111 ot tbe po•r ot ool.Mat do8&1a; 

(a) To oator oa aa;r J'Oa1 proport;r for tho purpooo 

ot Mk1DC IIU'YI71o boriDCO• tooto aa4 o:raiDAUODO; 

(h) 111 - ooatrocto u4 to .,.. .. u all illlt-to 

•ooelll'7 or ~-' to 11rr7 •' 81117 oorporato 

Regraded Unclassified



a 

3 

• 
5 

6 

7 

8 

9 

lO 

u 

12 

13 

14 

15 

16 

17 

18 

l9 

20 

21 

23 

Zl 

(J) 

to l- 'lloDia - to pi'O'flu t~a U.. ,.,_, fll 

\llo 'lloDia - \llo la\eNO\ tlllr-1 .. 
t o oell or o\llenlM 41epooo ot uq Maaritioo 

ooquiro4 ""bob&lt ot \lie Oll\llorUr, OD4 ln oo""' 

M OU OI> wl\11 uq noll oolo to,.. noll -trooh. 

OD4 OCN-nto, ( lnclu41nc, wUh tile apprGYol ot 

U.. Preoldent, oo.,.nonto end condlUono tor tile 

ropouohaoo at not t o ucood par at uq noll 

oecvltioo in tho nent ot a delclt in tho 

pa1Mnt ol tile lntoroot tiler- or prl nolpal tlleNct) 

... - adrloal>le; 

(!<) !o orpo>iso UDder tile len at tho Dhtrict ct 

Oo1-bl& or ot uq otato or torrltorr a corporation 

or corporati01>o to aid tbo ""thorl tr 11> carrrlnc 

out ito corporat, 'P"ll'•••• - to ,.. leon• and. 

adYaneee t o 81J3 auch corporation; 

(1) 'l!o uao ito aonqo t r oa wb&hnr oou.rco derlnd 

tor aQJ corporate purpoae; 

(a) !o portora oll ac\o and. to 4o all t hine- necooaarr 

or oon.....tent or 4 .. in~>lo t o carrr out tile 

potNr'l now or beroafter coAte:rrK b7 law. 

24 !p!cl!'l e Power• u to Jllsh!v l•ronMDtt 

25 SIC. e. lll'b,loo\ to tile prcrloiono at thio .t.ct. aad ualnc in ...... 

25 connocuon pv.bUc bodioo to tho tv.Uoot oxtoot cooohtont with ooua4 

71 adolnhtration and. ooon011lcal """"C"""nt, t ho Coalln\ooor ot Public 

28 Raa<!.o on b&holt at tho nuthoritr ohall heft ponro 

29 

30 

31 

(&) To oonot.-..ct, rooonot.,..,t, alter, extoD4, aal&rP• 

iaprc.,., ~r. and &OqUro Mel>_, lllpr...-nto 

w1 th a rlew tc prcootlnc lntorot&h -reo, ald.-

Regraded Unclassified



1 

2 

3 

• 
5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

:13 

<4 

25 

26 

Z'l 

26 

29 

30 

f1l U.. ..u., or pr-lac \1M ...... ~ •11..,.1 

(11) !o ~alii &114 --" "'! 0 lapr-ta; 

( o) to flz. aau\alD. &114 ooUe.,. "'uo, &114 o\llel' 

..,...,., for the ue ot hl&lnto' lapr-nh 

'lblch ohaU be llltflcliJ>t (attor a&ldJ>c re&~OD­

al>lt ~..,..,..,., tor opereUoo &114 ll&lnt.....,oe 

ezpeaeoo for dopreolatl oo to the oxtont not 

pro.ldod f or by oaortlaatlon, and oontlaconoleo? 

t o oaort1•• tho coot of ouch hl£b•OT iaprovo­

oonto with intoreot suttloiont t o rolnburoe tho 

.. thOI'ltT for tho coot t o l t of tho capital 

requind for 11\lch purpooo; 

(d) !o 11M tor farther hltl>WOT lapronaonto tho 

~ftiN.el derind trOlll tuch collecUona to t he 

oneut not needed by tho Athorlt7o in tho Ju4p:lt 

ot tho ~ director concurred ln b7 tho 

Secretary of t ·he Trouu.rr• t o meet r.aaonable 

allowancoe tor operAti on end catntooanoe ezpen••• 

or for tho aaortlsatlon of tho ooot of hlsbWOT 

t.cproveaente, and. 1.ntereet thereon •• p-rori.tted 

here lo, or tor 4eprec1•tlon t o the extent not 

prOT1ded for bT .. ortlaatlon, aDd cont1nc0neio o; 

(o) !o aequJ.ro b7 purchaal or co-tlon and hold &IT 

real propert7 notded tor or ln counocUon with 

h1£bwq 1npronaonto, or 107 conotrw:Uon Wldertalool> 

in accordaDCOI with tho J'ode~ Bicbwa:r ,Act, u 

.,.nded and wppl-ntod, and, lll)On ounh tOI'IIt 

and condltlooo ao tho Oo<lollllonor nt l'llhllo 

lloe4t lhall preoorlbt (lnol...UDC prowiolone for 

dedacUDC tr .. tho upa£4 portlnn ot tho oalo 

Regraded Unclassified



1 

2 

s 

' 
6 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

3:) 

21 

22 

23 

24 

25 

Z6 

27 

Z8 

29 

30 

to .... ,....,"' wldo!l u. -.laic &inotor .... 

..... 'm to ....,. ,._ nellUcl tJoaa u. M1e 

or .,J 1 ' na1 paOJ* It ~ .,.._, to 

.U..O\ioll (t) of t ldo MOtioll) (1) to Mll or 

1-, wUh or wiU.O..t U. opt lc" to parabaao, noll 

real prcperqo \o &IV' pa)Uc bod;J, ..a (2) \o 

.a 1~ to &IV' pa)Uc bod;J f er f1118DC1Jic the 

pvcbaM ct real properqo to be ue4 a 

co...,.ctioll w1 th ozq O\lllh hlCbl'o.r !..apro,...nte 

or tJZJ:1 .-.ch conetrw>UollJ 

(t) To acquire 'b7 p>rebaoe, but ""' 'b7 oom-tton 

tor hw••-' pvpo .... &IV' roel propwrQ' a 

tba T1¢1n1Q' cf ozq hlpro,r illpro"r-nte or 

Jdaral..e.14 ccne truotlcll 1!, a tho opl.zlioll of 

the co-.odoner cf l'llbl1o Roedl 10M tba -1Dc 

41roctor, the prlco at which l\lllh real properQ' 

111117 be JIIIZ'Cbaoed io 0\lllh ao to JDalr:o 1t probable 

tbat tba ... thorlt;r will, ,.. a roiUlt of 

approc1ation in 111114 Yal\101 roiUJ.Unc from 

tJZJ:1 ~ l.q>roYOmllnt or Jedoral.-614 con­

otru.ettcn, be ablo to 41opooe ot o\lllh proporQ', 

w1 thl.zl twanv 70oro, at 0\lllh a pr 1co ao to 

roiUlt a a profit to tho 811tbar1t)'l an4 to .. u 

tJZJ:1 ouch roa1 ~ri;T at public oalo after 

..t<erUo_,t 10M cc..,.uun b1441Dc aD4 vpon 

INIIh c thor taru 10M ccll41 \10111 ao tho CoiO­

miooionar ot l'llblio Roe4o u4 tho -inc 

Uraotor roq in tba1r Judplnt 4aom in tbc pul>lio 

atorootJ 

(c) To ·~ eD070 far U. parpaoe for llblch arq 
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1 

2 

3 

6 

7 

8 

9 

10 

u 

1.2 

13 

15 

16 

17 

18 

19 

20 

21 

23 

23 

24 

25 

26 

27 

28 

29 

30 

aao:III'S.MtU• prooor'l.,. aad. 1.11 u ..... oo ot 

fi.Ml ,..,.,., t~aeNODo 111 U.Uelllllc atnlllc 

t\rac\ver tile.._, 1.11 lrlpl'OTlllc nab real 

p1opert7 111 UJ7 -· 01' 1D OODtt~tlllc ~ 

b1cb-r lrlpr-at tllerroa, aoh1\hrtaa41Dc 

\ho prmrloar ot r roUOD 3&11 ot tho llorlrr4 

8\atuter, or &D7 other law rrrtr1ct1ac the 

rzpra41turo ot pubUo aono7r 11pon roal proport7, 

\ho Utlr to which hot been acqu1rr4 b7 tho 

tlal.trd. Statoo: 

(h) 'lith tho appro..al of tbe II&DDCiDC 41rrctor, 

t o prracr1be aa4 pubUtll ruch nloa aa4 rocule-

Uonr tor thr proper coYOJ'DIIIDt aa4 protection 

of, &114· ll&intOD&DCI Of C004 order Olio h1&b­

lllprOTOMilh or a4J&eollt real proport:r of the 

author1t7: aa4 to authorhr amp1o)'eoa ot &117 

4opartMilt of the govet'llllont , with t ho coneent ot 

tho head of ouch department, to Date arroata tor 

the rlo1aUOil of ouch ruler and regulsUone, and 

ezq ~rron ro arreotr4 tllall br tabn betorr tho 

Maroat Un1ta4 8\at• r Comd.u1oller within wboae 

Jur1a41cUon tho h1cll~ 1mproT-nt 1a locat ed 

tor trial; aa4 upon awora 1otor-uon b7 eDT 

coapetrnt prraon DD7 Onitrd. Statra CoaD1ta1oaer 

in the proper Jur1a41otloa tllall h""" prooou !or 

tho arreat ot &117 ~rton cbarC04 w1tb v1olet10il ot 

ruch rulea aad raculet1ona ; but notbiag hrrlill 

ooataiJied tllall be coattrur4 ar prrwllti.Dc t be 

arret\ b7 aa ott1cer, ... t , or .-:>10701 of &D7 

Regraded Unclassified



_.._.., u4 protecUOD of, u4 ao.lal-oe 

at coo4 o.U.. • • Ill.,_ I.Jipr-Dte -

oblch U.. etato baa retal~~ed COACW'roDt Jurl.­

dletloo, u4 IIIJT penon eo arreetod ahall be 

tried u4 pwd- aecDrdlQc to tile ~ .. of 

aa14 nate. 

lp!elflc Llcltatlone 011 IUR!!!J l!lpronceJlt! 

10 SIC. 7. (a ) '1'1141 c-1o110110r of Pll'bllc lloe4e ohall not eoll!truri 

u OZI1 hlii>R¥ l"'Pro.,.JDOnt , Wlleoo (1) bAI hal ou'br:llUocl to tho ~~~~ 

12 director u ootlcate of I'IWD1MI t o be derlnd n-oc all oouroeo 1c 

13 oo11111ct1on tr1 tb ncb Ill !ill""¥ l"'Pr-Dt and a1r1 roal prop<~rtr adJaoent 

l4 lhoroto acqulrod or prop•••"' to be acquired 117 tho authority purouut 

15 t o lll'bdlrielon (f) of eoetlon atx, bAitri~~g IIUI rlfill'd to tbl pooolbWt7 

16 ot a c.arpn ot error on t!wl eeU.aate4 rtYell\WI u4 oxpeneee. tJakiDC 

17 duo allon:Aco tor cporatlon and aaintenonce uponooo and for doproolatlon 

18 to tile utent not prorldocl b7 Nl0rt114t1011o and oonUJl&'lnctu; 0114 (3) 

19 <be Cocm ulonor of Public Boa<: a u¢ Ule I>IUI&Cillll 41rector of the 

ao outhor1t7 are ot the opinion that on tho bath of ouch eotl.oato the 

~1 coot of ncb lllc!>ftl7 I.JiprO"r-nt , and azrr ncb real prcpor\7 acqulolUou, 

22 a61 re&eooablT be expected to be riOOYtred, w1th lntereet euttlclent 

~ to rolcburoe U.. au.thor1t7 t or tho ooot t o 1t ot tho cepltal roqulred 

24 tor tucb pa.rpoM. 

25 (b) '1'1141 conooDt of 0ollgl'lll to tho CODotruuUou, roooll!truct1DD 

26 or acqu111t1DD 117 tile Cocalooloner of Public lloadJI OD behalf of tho 

2? author'lt, of wq llr14p, t.-uD.Del, or other croellQC OHr , UDC\tr or 

26 acrou 111q oarlpblt • toro of the Ullltod 8\aho, Wider thh Act 

~ lhaU be~ to- buD o'KaiD04 and attlnaUHlJ ... th ... loed 

30 b7 YirtlM at thio Act trith1c tho MU!IIg of ... u .... - · ..... -
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•]..3 

1 010
.on at the Act of ~vc!l a, 1899, eo ..-.doc!., -~r or not NOh 

2 1
tru.cturo• croao ri'fOro ~ other -t•~• tho unc;oblo :-orlloJ>o 

l at .mic:b U o tlboll7 w1Lhln the llr~h of a otn.-:lo ototo; bllt no ouch 

4 otru.oLW'I obnll be oonotructed, rocoll&tructo4 or caintllinod UD(.br 

5 tblo .Act unlotl onl unt U oJ.l. the Uoitat lono , roatrlctlono and 

6 otbOr r rovlotona or on act entitled, •An Act to ror;ulat o tho con-

7 otru.oUon of brl(\r,Oo over Dnvlcnble •ton•, t\pfr·ovod March 23 , 1906, 

a oo MGodot, oXC"l't the prcvlolono ot section otx thereat, ohall 

9 bavo boon ccn:'lltd with b7 tho mthorlt:Y• 

10 {c) The Cculiuloll6r of Public Booda obnll not o011otruct 0117 

U ~_, t.crrc....,..,t conohtln.> in whole or ln rart of a par~. 

12 u-.t ln OO<Jl)Or&tlon aa to ouch ~ltJ;a;f wUh the JIGtlonnl Plu-k Semco 

12 at tho Departoant of tho Interior. 

H Sooclflc Poworo aa to llo,..roiiA>ral Pllbllc lorko 

15 s:zc. a. Sllbjoct t o the proviolono at thll Act, tho CotJ;dul onor 

16 of Pllbllc lorko on behAlf of the nuthorlty ahAU hnvo power! 

17 {n) To Mko loano to tlnanco or 1114 ln UnanclDG 

the conatructloDt rooonatructlon, extenaion, or 

loproveaont or non-roc!.ornl public worlta: and for 

tho tOCJ)Or&ey opontlon of a:tT Ollch noo..fo118ral 

JNbllc worlca tor ouch puloc!. ao ho ohnll 11800 

{b) To purc:baao aec:urUlu to ondonoo loan• for 

noo..fodornl JUbllo vorkoo and to excbell/;e ouch 

eecur1t 1ea for other aeou.rU10I 1t the Ool;D1alioner 

of l'\lbllc lorko ohnll dotomlno thnt ouch exchanGe 

1a o4viaablo to aa•ur• ropotDOnt ot Oft1 loan DGd8 

hereWlder or tntereet thoreont 

{c) !'o uoo tbe prooooc!.o roallooc!. troo tho oalo at 

e:r:r ooc:url. tloo acqoalroc!. b)' U 11114or thll ooctlo~> 

for tho IJIIIclD.· of tv.rthor loan• for ..,.,..roc!.oral 

pa.blle wort. to the ~eDt oudl pro~ ..,.. not 

Regraded Unclassified



IIH4a4 .. ""' ~ \7. la ""' JN'p ' of -

eeeclac Uno- aOMUI'H la 11r u.. -n\ai'J' 

of \1M !r ••'7• \a .Ua\ala Ula 1- tor 

aa,..t.Ural po>llllc worlle aa a eelt-llqutdaUJ>C 

baale. 

'Pf9lC1o L111tatiop 99 lop=ldtra), P»bliq !grkt 

SIO. 9• '!he Ooeholoaor ot l'llbllo lorllo obal1 aot - 1aau 

tor uo.,..ta4eral po>llllc worlr:a on bobalt ot tho authority W>1eoo ea14 

Co•l..,ioaer .,d tho aaue.clac 41reotor are of tho opiulo:> thot INIIh 

10 loaae 11&)' reaecaably ~ e>;peetod to bo ropatd, rith tutoreet oultloiout 

11 to relnbl>r .. tho authority tor tho coot to 1t of tho capital required 

12 tor web pU..rpOII. 

lJ Speclfle Powore u to Bqlltoa4 lgulwgt 

14 SIC. 10. SubJoat to tho PI'C"ieione of thh .t.ct, aa4 without 

15 roprd to tho 11al.toUoue and roetrlctloao ot the BocoutrucUOJI 

16 7111&Qco Corporat1oa Act, apprcYed Jaaoarr 22, 1932, ae ameu4ad, tho 

17 Rooonotruotioa 7l.D&DOo Corporation oa behalf of tho author1t7 oball 

18 have pow or 1 

19 (a) !'o prepare plaao and deel.IJIO tor tho coMtruoUou, 

20 rebuild1.u4o or repair of rel.lraad eqlll.poac\1 

21 (b) 1'o eDter into contract• tor the c onatruciion, 

22 ro'bu1141Dco repatr, or OOfti'Piac of &0:1 rallroe.4 

23 equ1-nt 11p01> eucb to- aa4 oo1141 Uone ae ~ 

24 bo acroo4 11p01> pv.rOU&Ilt to pobllc bldd1.u4 or 

25 prt.ate necotlatlODI 

26 (c) To leaeo, ri th or without tho optioll to pv.rchaoe , 

27 or to aoll or r.ot upoD IIUoh ttra• and coD41 Uona 

28 ae i t oball proocrl~. ao:r railroad oqulpMilt 

29 .o acqaln4: 

)0 (d) !o eater iato cootrac\1 for tho pv.rchaOO of cU. 
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reoalo I.JI 1 to ozioUrac eta to or for \IIAo pupooo 

of ro'bi>IUI.Jic, ropalrlrac, or •c-I ne t bo ..,. 

for loaeo or reule: 

(o) to uoo tbo proooeda I'O&l laocl froa eDT looooo, oaloo, 

or other contMcto witb r-rd to ro1lroa4 oqulpoont 

6 for e&r1'71Dc on further operatlona UDder tb.h eeet ion 

7 to tho oxtont wucb procoode aro not noo4od b7 the 

8 author! t7, I.JI tbo Jud41r:>oot of the ~ dlroctor 

9 concurred In by the !ocretoey of tbo 'l'r84ourJ, to 

10 Mlntaln 1 to opo.,.Uono ao to railroad oqulpaont on 

11 .. oolf-llqu1.<1c.t1Di b ... lo. 

12 S!>!clflc I.lnltatlon on f ooera RobtW to ll!r.llro&d Jsl!1J!!!!Pt 

I} SIC, 11. 'rho Roconotructlon 71no.oco CorporAtion obo.ll not ..a1r<o 

14 co11tracta, leaeoe, or eoltl rith regard to railroAd equlpccmt on 

15 beball of tbe authorH7 un1ooa oo.14 CorpC>ro.tlon and tho DIUli.CI.Jic 

16 dlroctor aro ot tho opinion tbnt tbo coot ot ouch .,.uroa4 equlp-

17 DGD.t. D1J.7 reuonably 'be expected. to l)o reooYerod, w1 tb 1ntoreet 

18 sult1c1ont to roinbureo tho authority tor the coat to it of the 

19 cop !tal ro.qu.l ra4 for ouch purpC>IO. 

20 Specific Ponc.re 01 to Rurnl Electri tlcation Pro2och 

SBO . 12 . SubJect to tho pr<>Tioiono of tbio Act, tbo l!uroJ. .lloetrl-

22 flcatton A4Dlniotrntor on behalf of tbo nuthorlt7 obnll bnvo poverl 

(a) to ..a1r<o loano to flnance or aid 1.n ti.naDci.Dc 

rural tloctr1f1cat1on proJecte: 

(b) 'lo "urcbolo oocurltloo t o eTidonce loano ...U 

'b7 it , to aoll the ecaoo and u•• the proceede 

roe.llaod tron tho oalo tbcroot tor tho 

llllldq ot turtbor loano for rural oloctrt.­

flcntloa proJect • to the extent w.c.b proeeo4e a.n 

DOt IIM414 'b7 tho .. thori t7, 1.n the ,11l4coon \ o f 

• 
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2 

} 

' 
5 

lecra\&17 of \be freuv7, to al.a\alD tba loDDo 

tor ral'8l olectrltlaaUOD .. a Hlt-Uqa14aUac 

'baoh; 

(c) fo uorcloo thAI powro cnatK bJ tblo ooattoa 

6 wl \bout rocar4 to the proThiono or oubdlYhiODo 

7 (b), (c) ""d (d) of IOCtlOD tbr .. .,4 tho lut 

s oonteuco or ooction five but oubjoat to thAI roqulre-

9 ~onto or ooctioll too or tho Rural lloatrificotioll 

10 .l.ct or 1936. 

11 Sl>ocltic Llnitatlono 011 !l!!rt>l Jltctr1tlcatlon ProJoeto 

l2 SIC. 1}. the !IIU'aJ. neetriticatloD A<!lllnlotratar oball not DOD 

1} 1oano tor rural o1actriticatlon projoeto on behalf or thAI authorl\J 

1\ ut>lou oald A<!llinhtmtar ed tho aanac1ac dlroetar are or the opilllon 

15 thot ouch loan• DIVI roo.ao11Db1J be -ctK to bo ropooi4, w1 tb 

16 illtuut outtlcient to roillburoo tho authorltJ tar tho coot to it 

17 or tho copit41 roq»ira4 for 01>ch purpaoa. 

18 Po•ere nato Ruz!l SecuritY froJoott 

19 SIC, 14. SUbject "' tho proviolODI or thll .l.ct. tho SoarataJ7 

20 of Acrlcult»ro on bohAilt o1'· tho authority ohall bAvo powor1 

21 (.,) 'l'o WldertD.I<e rural oocurltJ projooto of a ooll-

22 

2} 

211 

25 

26 

27 

28 

29 

]0 

31 

Uql>ldl>tlJ>& character u4 to aaloo 1....,. or 

othorwioe to tiz>anco or to a14 ill t~Decl.oc 

rural ooeurlty projocto; 

(b) 'l'o Jll11"-• ooc»ritloo to o<rl4onca ouch lo.,., to 

olll the ...,. e4 ,., u.. proceo4o real hod rroa thAI 

onle thAireof for tho t>ll<iDC or tl>rtblr lo .... tor rural 

eo curt t7 proJect• to tho exteut wGh procoe4• o.r• DOt 

D~ hJ tbl autborltJ, lD tho ,...,..,_,or tho-

lJI4 director ooDCUrTK lD bJ thl So.,re\arJ or thAI !JooaoUrJ. 

to DOJ.Dt&ill tbl loau tor rural oo<lllrl ty proJoch OD a 
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1 Llel\a\loll oa lw!l l!curt\J lroJecSt 

2 SIC. 1~. !b<l Secnt&r7 of Acrlcultun ab&ll DOt D6ke 1'*'• 

3 or o~horol"" tlMnco or UDder- rural ooCIIJ'lt:r p!OJocto on bebalJ' 

- or ~ho ou\llorlt7 unle .. eoicl Secretory GD4 t.bo DU&~~iDG director 

5 ora or ~he opiainn that tho loaDo for or tho coot or ouch projecte 

6 041 roooonohl:r be expected to bo ropeld, wl t.h intoroot outtlciont 

7 ~ ro!.Dburoo tho autborit:r tor t.bo coot to 1t or t.ho capitol 

8 roqu1rt4 tor aucb purpoee. 

9 Bondo or tho Autbot1tl 

10 SIC. 16. (a) fbo 'bolldo or tha autbor1t7 ohall be direct 8ll4 

u &e•Nl obUpUono or tbo autborl tr. !Ull7 and uncoll41 UoD&ll7 

12 "'"'raoto<ld ao to both priDelpal ODd lnhroot 'b7 t.bo th>1 hcl Stotea, 

1) &D4 ouch ~tr oboll 'bo cxprouod on tho taco tho root, 

1~ (b) Ill t.be rroat that t.ho autbor1 ty oboll 'bo unable to pAT 

15 upon deaand, when clue. tbe principal ot, or lntoroat on, aueh bond.a, 

16 or d1oohorso any covenant to p<>.7 1:1onoy nado by it, t.bo Secretary or tho 

17 Troaoury oM.ll pey tho onount duo by tho author! ty which 1o horohy au-

t 

18 tborh <ld to 'bo appropriat<ld, out or aey aoaoy in tho Treaoury not othorwloo 

19 appropriated, and thereupon to tho oxtont or tho ODOunt oo paid 

20 tho Secretory or the Treaoury oboll ow::co<ld to o.ll tha ripto or 

2l tbo crodltoro oo paid. 

22 ( c) Tbo Socretar7 of tho !'reaoury ohall ao or Docoobor )l 

2) ho each yoar 'bopnDI.J>& 1D 191W appr&ho t.bo aooote or tho autbor1 t7 

2~ and oboll ou'bt11t to tho Proo14ont 8ll4 to tho Consrooo a report 

2') ot ouch appraiool o To eDOblo tho Secretary ot tho Treaoury to 

26 a&ko up any deficiency 1D ouch aoooto 4iocloood by ouch appraioal 

27 there 1o horeh:r authorhod to he appropriated onnually, coanencin& 

28 v1th tho !local ;raar 1941, ao amunt equal to ouch cletic10DC7• .1.11 

29 ouch _,to aball he r~d to tho Secretary or tho Traaour:r 'b7 the 

}0 aut borU7 wbentYtr tw:lda are GY&ilablt therefor. 
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2 out!>,.hed to pvcb>ae wq lmo4a of \bo '>11\IIDrUr linK bor -'•r, 

J w for nell porpoeo \bo lecre\ftrr of \bo '"-evr So auU..rS.e•\ 

- to uo ,.. " p1bllo-<!obt t i'IIUDCUOD \bo proooeda tron tbo oalo of 

5 OJrl ttcurlUoo l>orOilftor hAM ""der t!Mo leoODA Llbertr Bolld Act, 

6 3 1 ,..,ando41 Ill>'\ tho parpooeo for vhicl> oocou1tioo ~ bo houed 

7 un<lor ouoh .let, ao L--.l.od, are oxtoaded to 1nolu4o 11J17 purehllooo 

s of tbe bOado ot tho authorlt r l>orounder. !I'M leorot aey of tl>o 

9 Tr04ourr rw at an,y tine ooll an:r of tho 1x>ado ot tbo aut boritr 

10 toqulred by blu under t blo oooUon, All ro4enpt1cao, puraboooo , 

u on<1 ooloo b7 tho Socrotaey ot tbe TrMaury ot tho 1>oll4o of tbe 

12 outborlt7 olv>ll bo treated aa publ1o-4obt tranaacUcno of tho 

1} IJuitod Statoo, 

lt4 lro'l'latoy !or Iaauance of !ondt ot tbe Autbori tr 

15 SIC, 17. SUb ject to tho provloiono ot tbio .l.ct, tbo Socroto.rr 

16 of tho TrO<>ouey on bebelt ot tbe nutbori t:r olv>ll he. YO pouara 

17 

18 

19 

20 

21 

22 

~} 

2lo 

~ 

26 

27 

~8 

0!9 

JO 

Jl 

(a ) '1'o houo banda ot tho authority tron Uno 

to tino in one o,• noro eortea, bearin(( euch 

dnto or datee , naturtnr at euoh tine or 

ttnaa, bear!~~ tntereet at aueh rate or 

rateo ~1>lo &t ouoh Uno or Unoo , in 

w.ch d.eno!'d..Dation or 4..-ntaaUona, tn auch 

tom, ur~ INch r .. ":'latrotton, conyeraton, 

or l.nteroh&n(;eabWtr pr1Y1le..,.o , oubJoot to 

ouc1> terno of r&danpUon, vltb or vltbout 

proniun, ptl70ble at ouob place or plncoo , 

providl.n,- tor tl>o ropl&conont of ,...ulatad, 

deetro7ed, atolen, or loat bondt, executed 

u4 d.eltyeNd in auoh rvumer , u4 cont.lning 

and oubJact to ouc1> \emo, ooYonaah, and 

coaU tiona &0 u.. lecretarr or \be 'l'rmourr 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

lJ 

14 

15 

16 

17 

18 

13 

3:) 

2l 

(b) to lo- u. boD4a 1ll ...,..._ tor, or 

\o ntift f'roa \bl pi'OIIIIII \Mftof, U7 

of Ua boD4a UloiD O'llto&eD4iiiCI 

(c) to ..-at the bollllo , uUl h 1J1C oll the 

t""111tiao of \hll ~\liOn\ of \hll 'rre60UI7 

now or hllrootter autborlaod '117 lP t or tho 

..... atlng ot obl1caUcno ot u.. ~itod Stetoo 

And to oell thAI bon4o at INOh price or pricoo 

"' be - 1n ito boot 1ntorooto1 

(4) To rodeom or ~ at anruri\T tl>o bondo and 

1ntereot thllrooD ao H boco•o duo and 

~blo, uUlb1Jlc all tho t""UiUoo of 

thll Dopartl:lln\ ot tM .........,..,. DOW or boroatter 

autbcrhod '117 l Aw f or tho rodempUOO> or pq­

aant of cbllcetiono of tho Ullitod S\a\001 

(o) To proporo ouoh f orms , inoludinc oncravod platu, 

diu , bod pioooe , and other ""torialo as ohall 

bo ou1 tAble f or tho bondo , aAd t o purohalo 

ouch mtorialo l.ncludinc dlotinoU .. paper "" 

lllq bo ll<>CIOIA%'7 1n conMOUOD therewith. 

Spoeifie Llodteti<>no on tuuonc• of londt 

Tho nuthori~ ahall not havo boodo c:utatendlJIC at MtT 

23 .,. ti.Jao for all purpoaeo in ueooo of tho awec-•• Finolpol 

22 SIC. 18. 

U "'"'""' of $2 , ~60,000,000, thll proeoodo or wll1ch ~ bo -llec! 1n 

2S cnrt')'inl out ito tunoti<>na mreund.or 1n not ucoodinc tho f ollow-

26 1ng omounto for tho followinc purpoooo, 1n addition to """'" llVall­

'K/ a.blo tor tuoh purpoao• from tolla, oMrsoa , the eolo ot aocurt tios 

23 llC~u1ro4 in oar1'711lC out Ita tunotiono hereunder , aAd _,u pnld 

29 to tho autherltJ' undor ooeti<>n twont,.-two of tbio AQtl 

JO (a) $ 7!iO, OOO, OOO for Ito 1\moUono ao to pobli<> 
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1 

2 

3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

r-.1 properlif, u proY14oa4 ill aoe\ica t is 

of thio JIOt : 

(b) 1350, 000,000 for ito taDoUont u '<> nc~ 

fodoral pohlie worb, ao proYidod in ooot1on 

oicht of thio JIOt: 

(o) $1500 ,000 ,000 for ito t'lmoUont ao to rail­

road oquipmont , ao proYidod in tooUon ton 

of thit .act: 

(d) $460, 000,000 f or itt funGtiont at to rural 

oloetrification prcJoctt , &O proYidod in 

eoet1cn twelTo o~ th11 .a.gt ; 

(o) $500, 000,000 for i h t'lmot iona &O to rural 

tocurit;y proJoeh, &O prod<l.od in tocUon 

tcurte.en of th1• ~t. 

15 Purchase of Bondi 

16 SEC. 19. (a) '!'he honda of tl» autborit;y tboll be l AJ11'ul invoa~ 

17 monh end mtJ¥ bo accoptod ae eeeurit;y for all fiducl.nr;y, trw~t, and 

18 public f'undt tho invea tment or dopoeit of which ~ball be und.,. tho 

19 outhr.rit;y or control of tho united StatOI or an;y officer or officoro 

20 or aconoy or a&'Ono1e e thereof. 

:n (b) llith tho approval of tho socrotor;r of tho Troaour7, the 

22 IIUtb<>rl\:r rre;y parehaeo cut of an:r tw>da anilablo thorator an:r 

23 ob1t.cz>.tiona of tho united StaUt inolu41lle ita OWD bonOS. at an:r price 

34 ant. rm:t ull IIUOh oblt.cz>.Uona at an:r u.... If tho authorit;y purchuae 

25 ht owu bon4a it t11tJ1f hold tho aa=o tor invu-nt or retire and =•1 

26 tham, aa it thall dotormino to be in itt beat intoruto . 

27 Monore of tho AuthoritY 

28 SEC . 20 (n) 11<>no;yo of tbo authorit;y troll whatever toureo 

29 derived tboll be dopeaitod 1o ito nt.1111 M4 aui>Jo<>t '<> itt direction 

3l wi th tho !roaturo r of tho unitad Stat<IO or nth tho approYal of tho 

Socrttar:r of tho '!r'O&OUr7 in an:r J odoral aoaorYO BaDI<.-~.-::---~'"'1 
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1 (b) All dlobv-11\o 117 the -u.orur Wllhr thlo ~ 

2 (ucopt dlobv-nh tor the _,st ot the 1Atoroot 011 or 

3 prlllcip&l ot ito bce4a) oball bo - throacb the ll1no1GD ot 

, J)llbu.rooaeot ot the DepartMnt ot tho 'l'l'oawrr, 'll>o uthoritr 

~ ab&ll rot..bu.rooo 1A ow:h oaOUDh ao 11111 bo appro,..d 117 tho J)1roctor 

6 ot tho l!uro"" ot tho :Jiu4et , the OIUToDt orpprOpriaUon ot the 

? J)1vlo10D ot 1l1obura .. ent tor the oxpoooo ot IUldoc Ollcb dlobura...,.Dh• 

8 (c) .lxccpt aa provided in t hlo Act no t o tho tlocol yur 1940, 

9 oo !undo made available tor adodln1atrot1vo exponooa ot the authority 

10 ab&ll bo obli&ated or expended UDlou and uoUl DD apprOpriate 

11 opprOpriaUoo accolU1t ahall have bean eotabliohod thorotor purOilallt 

12 to an ~~ppropriatlon varrut or a conrl~ warr&Dtt and all IIUeh 

13 oxpeDditureo tor adodlniotraUve oxponooo ohall bo accounted tor and 

H aD41tod 1n oecordaooo with tho te!'IDo A11d pronoiono ot the ~t 

U oD4 .t.ccountioc Act ot 1931, ao ....... w. 
16 (d) 'Cfith tho opprovlll of the S.cretary ot t ho Troaoury the 

1? iodoral Raaorve llanlca a.heJ.l aloo act ao floCDl ~Dtl or cuoto41aoo 

18 for tho autbori ty upon ouch torma oo 1IWI bo DC!'Ood upoo with tho 

19 authority, 

20 .Appropr1at1ooa 

21 SZO. 21. (a) '!'hero 1o horoby nuthorilod to bo appropriated 

22 hoa UM to tl.M web swu u arq be MCOINr7' to C61'1'7 out the 

23 provia1ona of thlo .l.ct, 1Aclud1AG the ~Dt 117 or on bohlllt of tho 

24 author1t7 of all o:o:ponaea 1D connection with t he acquialt ion hi' or 

2S on behalf ot tho author1t7 of r081 proportJ, includiDC all ! oaa for 

26 abetracte. otticial cert1f1eat1one, eY1denooe ot title, BOd reeor~ 

2? tion, notw1thotuding tho proviao in aoction ono c! tho Act ot 

28 Mo.rcb 2o 1889o relating to the payment of IUch 0 Xp0D081 an4 fOOio 

29 (b) .1.4111niotraUvo oxponooo ot tho ®thorit7 1nolu41DC aaounto 

30 roquirod to ro1aburoa ou011tho dop&rtaenh and othor bUreau and 

31 DCODCi OI ot tho foderal - '"'" covo~t· - public bodiOI and 

32 aorplOJMa tor tornooa rendered 1JI oarr)'1DC COlt tbe PW"PO•• ot thia 

33 Act oball bo paid tor tho rhcal ,.... aD41oc JUDO 30, 1~ tMa ow:h 

34 oaoomte aa - · witll the orpproftl ot tho lllrector ot tho Jarem ot 

36 tho IID4cot, bo rooorved traa the prooooda roa11 ao4 :,... tho -.lo ot 
Regraded Unclassified



1 b•:>d• of ~ho ~~Uthorlt:r for tho PG11)0nt thoroof, 1n a•.•JUOZ> t o 

2 ~~.., UDobU~~OI\ balallcea of ..,... horotoforo lll'PI'OPfl'ltO<\ or aathorlle<\ 

3 to bo uoc4 tor aueh Mnlnlat,...U'fO o:rponooo, aiX¥ prondon in thla 

~ or aot other la~ to the eontfa%7 notvlthotan<\IQG. 

5 'l'ranatora 

6 SBO. 22. (n) Tho Secretary of tho Troaauey with the tlpprovol 

7 ot tho Proaidont . ahtlll p81 ovor to the authority all or any pnrt of any 

8 uoobllr,L\Ud bolancoo of aa'la horetoforo appropriate~ or nvail<~ble to 

9 t ho Secr etary of Arrleulture to enable bin to carey out the provialona of 

10 ~ltlo I of t he B>nkbcn<l-Jonea J'am Tenant Act, the !:Deri!"DCY l!Dllef 

II Appropria ti on Act ot l9JI.I, the l orlt Rolla! an<\ Public Worn .l.ppropri,._ 

12 tlon Act ot 1939 and ouch tunia ahnll theroupnn be availabl e to the 

I } s, crotaey ot A,..-r:lcul ture for !imnclnj; or 1\.ldln,; in t i nanclll6 on be­

l~ half of the authority ru.rol aecurlt7 projecto \!Mor t hil Act, in aMi-

15 tlon to oll other noneya avail abl e or t o bo availabl e for ouch purpoae 

I t un<\or thie Act , 

17 (b) The Secretary of tho ! reaour,r ~lth tho approval of the 

18 Preoi dont ohall PA7 over to the authority ell or any part of ony 

19 unobll:~ted 'balancoa of such aur.a heretofore approprinUtl. or avai lable 

2(1 t o tho !!w'al nect rtflcation A&-J.nhtration to enable it to carey out 

21 t he proviiiODI Of the Rural 3loetrlflcatton .f.4., lnlltratlon Act of 19)6, 

22 and ouch !undo ohell thereupnn "- an.l labll to tho Rural n eetrl.!icatlon 

23 Adni niotrator for financi~ or nidiRb In flnanclnr. on behalf of 

~ the autborlty rural el ectrification projecto ~or thla .l.ct, l n 

25 n~dltlon to oll other noneya available or to ba available for ouch 

2t purpoao under thla Act , 

21 l%clual ve Jurla41ct1on Fo t Requi red 

28 s:c. 23. !:ot• lthatandillb t ha pronaiono of an:r other lg, 

29 the obtainl~~~.; of a;;;duolve juria41ctlon In t.ho United Stateo over 

t eal propart7 to be acqu.ired by th• authorlt7 un4or thia Act 
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1 oh&l1 not be required: blat tile ......SIIC 41reot or of \be •tborUr 

2 ..,, ln ouch c:aaee &114 a\ ouch UMe u be- 41a 411lra'b~ , 

} oecure f'l'Oa tile etate ln wbicb -'a real propenr 11 eU•tl4, 

4 1ucb .Jur1141o t1 on , aoluelYo or puUal, oftr &117 eucll real proportr 

5 ao the -clDC 41reotor - 41a dulra'ble &114 ..,cept ouch Jarl .. 

6 41ct 1on on bebalf of tbe Oolted Stateo 'bJ fl l lac a notloe of oaah 

7 acccptoJ>Co wltb tbo co,..rnor of IUCb otate or ln '"""b otber 8UDU 

s ••..., be preoorll>ed 'bJ t be 1_. of the otote wlthlD tile 'bor41re of 

9 wblcb ouch real propert :r 11 lltuatod, Ooleu and UDtil acceptaDCe 

10 of ouch ,1Ur1141cUon on behalf of tho Oo1tl4 Statoo baa been 814e 

11 ao atorooald, lt lhall be oou lual,..l:r protiU80d thot no ouch .Jurle--

12 41ot1on boo 'been accepted. 

1} !leporh 

14 SIC, 24. Tho authortt:r oholl oubm t to thl Preoldent &114 to 

15 the Congrou, 1n Januarr of aach rear. a flniUIClal otat-nt &114 

16 co~~pleto report of tho 1111thorl t:r f or tho proce41DC COYeruental 

17 fhonl ;year, The Deport110nt of tho 'l'roaour:r oball at all time• 

18 keep cc~~pleto &114 accurate eceOWlto of all operotlODo of tho llllt borlt;r, 

19 1aelu4in& all tuDdo expended or reo,1Yod for tile aceCUDt of the 

20 authorlt:r. 

21 Poaal Prori alone 

22 SiC, 25. (a) All cenerol poaal otatutll relatlnc to the larcen;r, 

2} eabes&le•nt , coDYeral on, or ll:lproper bandllac, retention, uae or 

24 41epoenl of public aane:re or propert:r of tho Uil1 ted Statu, lhall 

25 apply t o t ho •one:ro and proport:r of the authorlt:r and to •.:ne:ro 

26 aod properUoe of the Ooltod statu ont rueS.d to 1 t , &114 all lan 

27 for tho proYontlon of oCUDterfe1t1DC of an:r obli ptlon or other 

28 oecurtt:r of tile Uilited Statu, wbothor peaal or otherwloe, oholl 

29 appl;r to t ile bead& ot the authorlt:r. 

}0 (b) It ollall be unlawtul for an:r pereon t o do an:r ..,t or thlaco 

or to enter 1Dto &D7 conep1rac7, collu.lon, or ~ceDeot, expre11 
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23 

1 or 1.aplla4, with lllto..t to 4etbud the •U.OritJ or 1rJ'OIICfUU7 

2 or UD1awfull7 to 4ef .. t 1 h pupoeoo, It eball be W>lawful for 

} ~ udh1dnol, aaeoolatlOD, par\Denhlp, tzuot, or corporaUOD 

4 to uoe tho worde "'nlte4 Stateo Wort:• all4 J'laai1Ct Authont,•, or 

5 ~ co81>1Datloo of tb101o llz worde , aa tbo -· or pan of a 

6 """' • undor .Mob he or lt oball do buolno11. l.zJ.:T pnoon who 

7 viola teo aDT prcrrlllon of thie •'booctlon eball be p1l t7 of &D 

a offoDIO aplnot tho UDlh4 Statoo, &D4, upon CODriOUOD thereof. 

9 ohall 'bo aubJoot to a flDa of DOt 110ro thaD $10,000 or lq>rieo-t 

10 not excee4Uic ton ,uro, or both, 

11 (c) l.zJ.:T poreon who II:DowiDC17 all4 riltull7 rlolatu aDT 

12 Nloo an4 roc.Uatlono pr .. or1be4 &D4 publ1obe4 bJ tbe COIDllliODer 

13 of Public Rot.41, ritb tbo -.pproval of tho anociDC director, pvau&Dt 

14 to tho prorlolono of thio Act , eball be 41-4 euilt7 of a 1111oc11Mt.DOr 

15 and puniobe4 bJ a fine of DOt 110ro thaD $1000 or b7 lmprloo.,...nt for 

16 not DOro then ebt DODtho or bJ botb aucb fi~>e an4 i.apriiODIIOllt, 

17 (4) Tbo authorit7 ....,. tranomlt ouoh erldoDCo ao ....,. 'bo 

1S anllable concerDtnc aDT act or thine 1ll violation of aDT proriolon 

19 of tblo oootlon to tbe ~ttorne7 Ge,..ral, who, in blo diocretlon, 

20 C1&7 lnoUtut. the appropriate cr1ainal proce~. 

21 (o) ~"" vlolatlon of &llT of tbe proYhlono of thh ~ct ~ 

22 'bo enJoined bJ tho 41otr1ct courl of the 11Dlto4 Stateo hartDC 

2J Jurh41ctlon at tho inotonoe of tho ~t torno7 General or ~ UD1to4 

24 Statu diotriot attorno,, 
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6 rli }9 

j. BJLL 

'fo pl'O'fide !or the conot"'etloD aD4 fU....clJic o! 

ool!-l1qu1dat11>41 p:ojech, aD4 for other pvpooeo , 

1 Be It enacted by the SOlllte IUid Bou11 of S.pr!lepteUyoo of the 

2 United Statu of """•rica in Cow !!a attsbled, Thet tbio Mt ~be 

3 cUed ao the 1Selt- Uqu1dat1ng Projech Mt of 19}9• 1 

Autbor1a&t1op of !gnde 

5 SZIC, 2. (a) In order to prorlde a oound motbod of !lJ>&DclJic 

6 which, without burdenlJic the natioiiBl t&zi1>41 power , will llllko It poe-

7 alblo to incraeoo emplo71Mnt tbrc>u8b a oolt-l1qu1dat1ng lmpro'f•ent 

8 program, the Roconotruotlon J'ilo&nco Corporation (herein called the 

9 1Corporation1 ) , upon the direction o! t bo Preoldont , oball inue f,... 

10 t1mo to time notea, debentures, bonds , or other obligat ion• to enable 

11 the D!!pO.l'teent o! ~C\ll ture , tho Public lloAdo Mminiotratlon, tho 

12 Publ ic lorko j.dmlniatration, tho Rural Zloctrifioation j.dminiet rat ion , 

lJ and tho Corporation to c.&rr7 out their reopoctiYO tunctioDo ao boroin-

14 niter provided, 

15 (b) Except aa pro•Ued 1n aubooctlon (c) of tbie ooctlon acd 

16 except that ouch noteo , dobenturoa , bondo, or other obl igat ion• 8l1 

17 Dllture at ouch t!Jlo or timoo not exceedlllc fort7 T&&r• !ra. tbolr 

18 dote and contain and be aubject to ouch torao , co•onanto, and condi-

19 tiona a. tho Corporation, with tho appro'f&l of tho Socretar7 of tho 

20 Treaour,r, mB¥ prooerlbo , tbe pro•ioiono of oeetion nine of the 

21 Reconotruction 71naneo Corporation kt, apprond Januar.r 22 , 19}2, 

22 ao lllllendod, oball appl;y to the notea , debontureo, bondo , or other 

2J obliptioao ioauod b;r rtrtuo of tho pro'fioiono of tbio .l.ot, 

24 (o) !1'b.e amount o! notoo , dobontureo, banda, or otbor obligation• 

25 which the Corpor&Uon ~ hauo and bavo outotandins at anr one tt•• 
under uiotln« law io horob;y bo.-..ed b7 tho uount thereof dlreotod 

7-s ~ . , . , . L. ,.~ ,.-y~..:--...., o..J.. , . .. ~D 
'Jl,r(:( : IV c f • c e • • ~ ~ -I' 

. /}.__. "· p.n...-. U........A &. •I...., .t:.-.... , . 
~- ''--? ~ v. /. 4~. /v. U.,..... ~ . 

255 
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2 

1 1 
\0 be lnuecl bJ the Preaident, DOt to exc.od t2,56o,ooo,ooo, plaa .,. 

2 
-w>t equal to \be -t o! W>Obllpted belaacea of ~roprlat1oaa 

} uuoterred W>dor aectioD elene of thio act, 

Ltaitationa on Uae of !opd boe!!Clt 

5 SiX), 3· (a) 'l'be CorporatloD le herebJ authorised &lld directed 

6 to dopotlt all proceodo realized !roe tho oalo of DOtea, debentureo, 

7 boncla, and othor obliptlono iaouod tor tho purpoao of carrJiDC out 

8 thle Act, with tho Treaouror ot tho Unitod Statol to the credit of tho 

9 Corporntlon. 'l'ho Troaourer of tho United Statoo 1o herobr autborbod 

10 and directed to receive such monoro &lld hold tho ....,e In a special 

U accoW>t to tho crodit of the Corporation , and to tranotor troll t!Jie 

12 to tine ouch aDOunta ae t he Corporation •1 dlroct to ouch opocla.l 

1} dloburolnc accounte with &aid Treasurer aa tho Secret&rJ of the 

1~ TratBUrJ ....., doalgnato, In order to pro .. ldo t\mda for the followiDg 

15 dopartoonta , admlnlotretlono , &l1d et;oncloo of tho Oovol'tllllont In 

16 not to oxcood tho following amounte tor tho following purpoaoo , 

17 In addition to aumo avo.llablo for ouch purpooeo from tollo , chargee , 

18 and tho oolo ot securiti e s acquired undor thlo Aot l 

(1) 'l'o the Public lloade AdmlnlltratioDI the 8UIII 

ot $75(),000, 000 tor poot-roade, hisb~· 

parllola7• (In eooperatloD vi th tho BatloDa.l 

Park Service of tho l)oport .. nt of the Interior), 

gra,d.e-croaainp , u.n4orpaaaoa, oTerpaaaos, rladueta, 

brldgea, &lld tunno1e , lnoluding crooolncl over 

or under navigablo wator o and othor trenoporta­

tloD tacllltle o, lnc1udlnc works , undortaklngo, 

or projocta lncldontal thor oto or to oncourago 

tho uoo thoroof, and all or An¥ part of 3Itl of 

ouch fac111tloo and appurtoDODceo thoroto , ouch 

a10 raa.l proportJ , build!,. , equipoont, and 

D&Chln.orJ (horoln aa.llod "hi~ I.Jiprov•..,te• ) , 

eo providod In eoctloD 11 of tbll Act &lld roa.l 
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1 

2 

3 

\ 

10 

u 

12 

13 

1li 

15 

16 

17 

1.8 

19 

20 

21 

22 

2} 

2li 

25 

26 

27 

28 

pope till ...Unl tor s.n • ._, JIVIIO- u 

,....,u.& Ia .-14 •oUoa; 

(2) !e "'- l'DbUo Wo'l'b A4alaleh'atl0111 \be -

ot .}50,000,000 for proJeoh ot \be cllaractar 

bere\otore n....- b7 lou or crut or bot h 

b7 the hcleral .. rpaof .U.lDlatraUon of 

Publi c Worko under Title II of the Rational 

• Induatrial llaooTOrf Aot , the llleraenc7 llallef 

J.pproprlation Act of 1935, the lllercencr 

Belle! J.pproprlatioD Act of 19)6, the Publlo 

Worka .l.dainlatratlon Jlstmaion Act of 1937, 

and the Public Worka A4JdnlatraUoD .lpproprlatlon 

Act of 19}11 (heralD oalled the 1nc»-federal 

public wort.•), aa proYided 1n aeotioD 5 of 

thle Act; 

(3) To the Corporations the 111111 of •500,000,000 

tor enginea , locomoti vea, tendera , trei«bt, 

and p&888J1Cor care of all tJPOI and olaaaeo , 
. . 

and parte thereof and appurte...,cea thereto 

and other rollin& atock and ~11WOT abop equip­

...,, (herein called •rauroad equ1J'8ent•) , 

aa prodded 1a aaotlon 6 ot thia Act; 

(4) ~the llw'al D ectrttloatlon .U.Watrat1onl 

.t50Q, OOO ,OOO tor proJeotl ot the character 

heretofore tt ...... ced or authorhed to be n ....... ced 

" ' carried on b7 t~e Rural nactritication 

.watntatretlon Wider the JIQral neotriticaUon 

'-' of 1936 (heralD oallad 1 rural al eotrlficatloa 

proJecta•) , aa prarlde4 1n aactioa 7 of thla 

Regraded Unclassified



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

(6) 'lo tho Depar-nt of .&criculWHt teoo,ooo,ooo 

tor fae111t1ea for tara te....,to , fora laborara , 

abare croppora , and othar 1.1141'f'14nala who obtain • 
or who han in tho poat obta1no4 , tho mjor 

portion of thair incomo from farm oporationo, 

including rural rohab111tat1on loana , project s 

for the proviaion of udditional wator taeilitiea , 

and fare tenant loans c.a provided for in 'Iitle I 

of tho llankhead.-Jonoa :i'e.ral Tenant Act , apprO'f'od 

JUl¥ 22, 1937 (heroin oallod 1 rural aocurity 

projocta1 ), aa providod in aootion 8 of this ""'t. 

12 (b) 'Rho 4oputlllonta, adminhtrat1ona , and aconoioa for which 

13 tunda ahc>ll bo providod pursuant to subaoction (a) of thia ooction 

14 ah&l1 havo ouch f'unda eont1mloUal7 availablo •1 thout fu.rthor appro-

15 priation for oxvondit-oroa in carryin& out thoir roapoctivo functiona 

16 under thio APt end all auoh expondHuroa shall bo ocoow>tod for and 

17 auditod in aeoordaneo with the torma and provhiono of tho Budget 

18 and J.ccountin& Act of 1921, aa amondod, tho aomo ... it an appropriato 

19 apj)ropriation account shall havo boon oatabliaho4 therefor pnrauant 

:lO 1.o an appropriation warrant or a covorloc warrant. 

21 (e) lxcopt aa 81>Ch proeoeda ""'¥ bo uaod aa abo'f'o providod, tho 

22 monoya to tho credit of tho Corporation in INIIh apocial accomtt shall 

23 be uaod axclu1voJ.7 for tho ~nt of int~roat on tho notoa, dobonturoo , 

24 banda , and othor obligations, aa tho aomo ahall booomo duo, and tor t ho 

2S pure halo , rot1roc>Ont, or rodomption thereof. 

26 (d) 'l'ho Dopartmont of A&ricult-oro, tho Pu.bllo Rouda .ldminiatration, 

27 tho Public lorka Ml.ml.n1atrat1on, tho Rural :111octrifieat1on J.dminiatration, 

28 and tho Corporation• (1) shall depoait all rovoiNII• and rocoipto dorivod 

29 troa tho worka, proJocts , or nndortald.DP carried out or loaaod, rontod 

30 or aold or r~ta of tho iotoreat on or principal of tho loanA . ...to 

31 (aa tho caaa ~ bo) purtr.Wlt to thia .Act in rach apocial account of tho 

32 Corporation. oxoopt aa tho Corporation fii!J!f porait rach l'O'fonw>• aDd 

Regraded Unclassified



1 rooolpta to bo uao4 tor fwtbor wora, proj0ch1 -ta!rt_, or l oau 

2 u b.:lrolnaftor proY1do41 aD4 (2) llhall Car%7 011• t.bo1r r oopoo U'I'O 

3 fllllDtiona aa borolnafter provided with a viow to rocovorizll tho coot 

4 of IUCh vor'D, proJoeh, o r undortaldnca or tho pr incipal a.>Uilt of ....,h 

5 loCUli (DJI tho caoo ""'¥ bo) with intoroat at a rata or re.too not mora than 

5 tho mltiplo of ono-oight h of ono porcont next hi&J>or than tho ,Yiold to 

7 mtur1~ (or it eo.llablo and aollinc aboTo par , to tho c:&llablo uto) 

s on tho lon&oat tor:n 101uo of '1roaiiU1')' bondl or obligation• cuaranteod 

9 by tho tJn1tod Stotoa (whicbovor abo.ll bo hig)lor) end not l ou t'han ....,h 

10 pold on tho l oncoat term 1uuo of '1'roa111117 notoa , aa dotorminod 'b7 tho 

11 Corporntlon on tho date of onnotmont of thia .ADt end thoro&ftor on tho 

flrU cla.Y of ooch qunrtor ( thG r&to or rate• ao cloto=inod boing horoin 

callod 1 complnaatory in tor oat•) , but no thine horoin ahnll 'bo conatruod 

14 to roqulro tho o.ltorat1on or roadjua t:nont of ony rato onoo tho eom-

15 ponootory in""roat hat boon fix::ld for 4Zl:l' llliOb worn, proJoeta , >mdol'-

16 tnldng, or loan. 

17 Bi&h•AY Improvomonta 

18 53C. 4 , SUI>Joet to tho provialona of thia .l.ct, and uainl in ....,b 

19 connoetion 'Stntoo , mmielpnlltioa , end othor pu.blic 'bod loa to tho fulloat 

20 oxtont consiatl\!lt with aound ad:ninhtration end oeonomieal -omont, 

21 tho Public !!o..Sa Adminlatration ahall b&vo powor1 

22 

23 

24 

26 

27 

29 

29 

(n) To eonetruct , rooonetruct , nltor , oxtond, 

entarco, ~oYo , ropair, and ocquiro ~ 

iq)roYOIIIOllta w1tb n yiow to promtinl intoratoto 

eoiiXIIOroo, a1dizll in tho natioMJ. dofonoo, 

t ocUi tatin& t.bo uoo of tho •11•, or pro=tinc 

tho con oral wolfaro 1 

('b) 'Po aainto.in 1\Dd oporato h~ST iJlllroYomonta; 

(e) oro fix, mailltoin, aod eoUoct tolla , and 'Otbor 

charco• for tho uao of hipq lmproYoaanta 

which &ball bo autfieiont (aftor l!lllldnc ro .. o.,.. 

Regraded Unclassified



1 

2 

~ 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

3) 

21 

22 

23 

24 

25 

26 

27 

28 

29 

able &1~• tor apera\ iou an! ..Ut•aMOt 

........... ''" .s.pr.c ~.ats.ou co u. an.' 110\ 

proT14a4 t or ~ amor U aat ton, 8114 oontiDpllcl.ao) 

t o amortiae t l.- ooat ot ncb h1pq iaprov .. 

... t a wit h coapenaator,r intereat1 

(d) !o uaa tor hrtber hJ.CIIrlll ~ta the 

ronau.a 4ari nd trom auch collootiona to tbe 

extent not needed in the ~nt ot tblo 

Corporation to meet reuonoblo allowance• for 

operation and .,.intananco expe!lHO or tor the 

astDrtbation of tho coat of hi&bra¥ i~~pro-.emonto, 

and 1ntoreat thoroon a• provided herein, or for 

depreciation to tbe extent not provided for 1>7 

amortiaation, 8114 contingoncieoJ 

(e) To acquire by purohaao or condemnation and bold 

anT real property nooded for or 1n conooct1on with 

biPAY illlprov-to, or anT conotrw>t1on Wide,._ 

tobn in accordance with the i'ederal llit;hnY kt, 

na amended and l\lliPlomonted, and, upon tnlDb torma 

and oondi tiona aa tbe coaaD1osioner of Pub:ll:c 

Road& ohall prescribe ( 1ncludlnc pro-.hiono for 

deduoUnc from the Wlpaid portion of tblo oalo 

price , lease p~nta, or loan• , an attount equal 

to any profit wh1oh tho Corporation f1lq dotormino 

co he.-.e been raelised froa tho oelo of adJacent 

raal property acquired parll\l&Dt co oulloootion 

(f) of th1a aaot1on) (1) to aoll or loaae , with 

or without the option to parchooo , tnlDh raal 

propart;T to arq Stata , IOIDioipellt;T, or other 

p\Jbl1o boc!T, and (2) to mal<& 1oano to an:r State , 

Regraded Unclassified



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

1' 

16 

16 

17 

18 

19 

aJ 

21 

22 

23 

at 

25 

26 

27 

28 

29 

3) 

7 

-.1po11v, or o\Mr .,al>llo bclq tort~~~~~ 

U. pa M oe or coll4-t 1on ot r eal Pf'OPVV 

to be ,.,4 1n coiiMOUon with 011!1 wch hJ.cllrq 

iapro'r-Dto or Ol1!f ouch conotruct1on1 

(t ) 'l'o aoqulro ~ parohuo, bol.t not b7 oollll.-t ion 

tor inTo a-nt purpoooo , 011!1 real proporv 1n 

tM vio1n1t7 of 011!1 h1&bn,y ~OY,...nto or 

hdoral.-aid conotruction 11', 1n tho opinion of 

the OOIIDioeiolllr ot hblio I!OaiH an4 the 

Corporation the price at which web real proporv 

fJ8:1 be purchased 11 IUCh aa to IIIIID 1t probable 

that tho united Statoo will , na a rotult of 

appreciation 1n land Yoluao rewltine from Ol1!f 

hip~ illlprOYaoont or l'oderal-oid conotruction, 

be able to diapcoo ot au.ch proport)', within 

twenty yoaro , at ouoh a price 01 to rooult 1n a 

profit; and to ooll fiZ1!T tu.ch rllal proport7 "' 

pul>Uo oale otter 8dnrt1oecant and co..,.uun 

bid dina and upon auoh o thor tor .. and condi tiona 

01 tho Coamiaoionar of hblic Roodo and tho 

Corporation rxxr 1n their ~t 4"• 1n the 

pub11o interest; 

(g) 'l'o oxpond monoyo tor tho yurpcoo tor which any 

real property boo boon purobuad, or pooaooo1on 

tMroot hal 'bolln tenn 4ur1nc tho couru ot 

condoma.tion procoodin61 oll4 1n od'ranco of final 

judsmont t bor eon, 1n 4omol1ohin« oxiotine 

otruot>IZ'II tboroon, 1n ~INCh real 

proport7 1n 011!1 ~. or 1n ccm.otract1nc any~ 

'fNI iq»'onmnt thereon , notwithltandlnc tM 

Regraded Unclassified



7 

8 

9 

10 

11 

14 

15 

16 

17 

18 

19 

00 

21 

22 

23 

24 

8 

JII'Odolou of oecUon 386 of U. hYlo.t S\aW.'"• 

or tiiJ:f otbn lair rootrl<>Unc u. expo...Utare 

of public moneyo 11p0n real proJl"rt70 tbe title 

tG •hi<>b hu been eoqulred 117 th<l Unit.t State•; 

(b) !o preo<>rlbe ell4 publiob ouch ruJ.eo an4 rttCU}a­

tiono for tho proper coyernmont ell4 protection 

of, and maintenance of good order on, big'-'*' 

improvo..,nta or adjiiCent real 'Pl'Oporty of tbe 

authority , rllfl>l Yiolatlon of Yhieb ohall be 

punilbablo 117 a fino of oot mora than $500 or 

1mprhonmont for not mora than tbree month& , or 

both; and to autborho amployo81 ot any depart.. 

ant of th<l governmont, dth U. eonaent of tbe 

bead of ouch department , to make arreata tor th<l 

violation of such ruJ.oa and reeulat1ono , and any 

poreon oo arreot<ld oball be taken before tbe 

DO&Nit UD1ted Stati o Col&iaoion.or •1tb1n whoae 

juriodietion tha high11'*' improvemont 1a located 

for trial; and upon aworn information by any 

eo-tent parson any United Statea Comiadoner 

in tbe proper juriodiotion shall iaaue proeoao 

for tho arras t of any poroon eharcod Y1 th viol.,.. 

tion of au.eb ruloa and ropiaUona; but nothin& 

h<lrein con\ainod oball bo conat...-4 aa preYentinC 

tho arreat by an officor , _t, or eq>loyoo of 

any pllblic body, with or rltboUt procoaa , of any 

poraon for tho violation of any atato or local 

law, ordinaneo,or r-culat1on, tor t~ co•arnmen~ 

and prot ection of . and •int<>nanc• of cood order 

Regraded Unclassified



1 Oil~ ilr;nOtLMILD ower 'lltlidl tile 8tet.e baa 

2 retained cxmcrurrent jur1ed1ctiaD, an4 WJ:1 ,_..., 

) eo arrested shall be tried and pwdlhed accCII'dlnll 

4 to the lAws of o&id llt4ta, 

5 (1) To acquire in tlle name of tllo Unitad Stetes 

6 by gift, purcbue, oxchMgc, or hy tllo exercioo 

? of tlle povor of elllinont donain or otherwise, and 

a to hold, lease (as lessor or as lesooe), use, sell, 

exc1tan3e or othenlise ell. r>aao ot raa1 ;>rooerty 

1.0 necessary or convenient tor carl'}'in8 cut ~ of 

u its functions hereunder; tlle Attornoy General 

12 shall C3lT}' on ell oondcnation procoodings here-

lJ under and in exercising the 'OOII'er of m1nent 

1.4 domain, ..ay institute ouch proceecll.ngs uoder the 

15 provisions of an act entitled, "An Act to authorize 

16 condelt!Mtion of land !or oitee or t>Ul>liC buildings, 

17 and for other purposes•, a >,>roved August 1, J.SSB, 

l 'l as ;ll:leilded, or ot an aot entitled, •An Act to 

19 expedite the co~truction of publlo bulldinga 

<0 and 'IIDrks oute:l.de of the District of Colu:obia by 

21 enablinG possession and t.ltl• of sites to be tekOil 

~ in advance of f1Ml juclpent 1n proceodings !or the 

2J acquisition thereof under the poiV8J' o! aadnent 

24 domain", &:>l""'Ved February 26, 19)1, as 4n1Cllded; 

25 {j) To enter on any real property for the purpose 

26 of mal:ing surveys, borings, teets and exami.Mtlcos; 

2'1 (k) To pay all Gr.""'"" 1n connection with the ac-

23 qu1s1tion of roal property, including all fees far 

29 abstracts, otficial c:ertifle.ttione, evidences of 

title, and recordation, notodtllatan~ tllo provieo 

Regraded Unclassified



10 

u 

12 

lJ 

11. 

15 

16 

17 

1~ 

19 

20 

21 

22 

23 

24 

25 

26 

27 

23 

29 

)0 

ret&1ned OOilC'.Jrrent jur1eclic UC111 and ~ !MiriiCft 

eo arrested shall be tried and J)UI>Uhed aceordinj; 

to the laws or aa1d stat.e, 

(i) To acquire in tho name o! tho United Statu 

by girt, purchase, exohango, or hy the exeroioe 

or the power of ellinent dor.lain or otherwise, and 

to hold, lease (as lessor or as lessee), use, sell, 

exchan&e or otber11'iae di~so or real ;>rO'lert:r 

nocessacy or coDYenient !or ~ out f.n:r of 

its tunct.iooa hereunder; the Atto,.,.,:r General 

shall C3ZT'Y on all ooncleolnation proceodings here­

under and in exercising the OCIIfer of dnent 

domain, u y institute ouch proceedings under the 

provisions of an act entitlad, "An Act to authorize 

condemnation of land !or aitea o! public buildings, 

and for other purposes•, a~,ll'oved August 1, l.SSS, 

ae a..ended, or or an act entitled, "An Act to 

expedite the con.structiCIOl of public building• 

and 'IIOrks outside of the ll1atr1ct o! Coluabia by 

enablinl: possession and title of sites to be takeo 

1n advance o! final j~t 1n prooeodinga tor the 

acquisition thereof under the power or eminent 

domain", a:ol't"'ved Fobruary 26, 1931, ao amended; 

( j) To enter on any real property for tho purpooe 

of Mldng surveys, borinna, testa and GlCAillinatioos; 

(k) To pay all eJC?'IllSOS in conneotiM with the ac­

quisit.ion of roal property, includine all tees for 

abstracts, orticial certifications, erlclences of 

t.itle, and recordation, not.withotanclinC the prorlso 

Regraded Unclassified



1 ill MOti.an oao of the Act of !larch 2, 1839, relatq 

2 to t.b• ~nt ot .- .,..,...... cd f .... 

J !!on-Federal hh11q !arks 

4 SEC. 5. Subject to Ule provieions of thia Act, the Public 'forke 

5 Adrdniatration eball hue power o 

6 (a) To cake loans to 1'1.nanee or aid in tinancin& 

7 the conatruction, r econatruction, extension, or 

s ir.lorovement of non-fedeT&l public works; and for 

9 the tem!l<>rary operaUon of any such non-federal 

10 public works for such period as he llhall <Ieee 

U neceaaary; 

12 

lJ 

14 

15 

16 

17 

1.3 

19 

20 

21 

22 

2J 

24 

25 

26 

27 

23 

29 

)0 

(b) To plll'chMe secw-1 tieo to evidence loon• toT 

non-fode,.al public worlc s, and to ex~• such 

secw-1t1es tor otlle.. secw-iUes it the Coo=issiooer 

of Public ' lorks shall determine th.,t s uch exchanll" 

is adviaable to aosw-e roM)'llllnt of any loan macle 

hereun:ler or intereat Ulcreon; 

(c) To use the proceods realised troa Ule sale of 

aey securities acquired ey it under this section 

for tho n>aldrlg of tw-thftr loans ll>r non-federal 

public >~Crks to the oxtont s uch proceeds are not 

needod, in the judplent of the Corporation, to 

maintain the loe.ns for non-federal public works on 

a self-Uquidetl.IG baeia; 

(d) 111th tho a Nroval or the Socretary or the Trea"""7, 

to eell or otbeMrlse cthpoee of atty securU.ies ac~ 

under thia or any other Act, and in oonnectian with 

aey such eale to .. lee euc:!l contracts and agre..,ar.s 

(inolud:1fl(j, with the appron.l of the Preeident, co.-nte 

ani concll.tions far the ropurch&se at net to exceed per 

Regraded Unclassified



1 of UT ncb .. cartueo 1D llloo "'""' of a ut•U 1D 

2 tlw plliJMilt of tlw int.reot U.oreOD or pr111Cipal 

3 thereof) aa •- a4rloablo; 

4 (o) 'l'o orplllae W>4or tlw lawo of tlw llhtriet of 

5 Colu.bia or ct &Q7 otato or t orritor7 a corporat ion 

6 or oorporationo to aid tho ~blio Worko AdaiDiotrat ioo 

7 in canTing out ito corporate purpolto and t o llllke 

8 loano and advanceo to &Q7 ouch corporation. 

9 l!ailroad lEgu.ip!O!nt 

10 SIC. 6. &llbject to the prorlelono <I thh Act, end without regN'd 

11 t o the lla1tat1ono and reotrtctiona of tbe Boconot ruotion 11nanoo 

12 CorporaUon Act , apprond Janu&rT 22, 19:!2, 11 uoDdec!, the Corporation 

13 ahal.l han power l 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

(a) 'l'o prepare plano anc!clooiiP'I tor t ho eonotruction, 

rebu1ld1ng, or repair of railroad equlp...,nt; 

(b) To enter into contraeto tor the oonotruction, re­

bu1ld1ng, rop&lr, or oorapplnc ot &Q7 railroad 

e<tUlpmont upon ouch termo and oond1t1ono ao r>a7 be 

a,;reec! upon puro"""'t to public blc!d1nc or private 

necotiatione; 

(c) folaaoe, with or without tho option to purcheao, 

or to aell or rent u:;pon IU-cb tenae aM coDdit.lone 

ao It ohall preaeribo, anT railroad equipment eo 

acquired; 

(d) To enter into contracto for tbe purchaeo of old 

railroad equipment for the purpooo ot leaoe or 

rooale in ito exiotinc otoh or tor tho purpooa 

of rebuild1D41• ropalrinco or oore;>pinc t1w •­

for leaae or r• •al•: 

!<> uoe t he pr ooee4o roolh od t roa &n7 leaaeo, oaleo. 

Regraded Unclassified



1 

2 
tor carr)'1Dc on tvtbotr cpe .... uou 1Uider Wo oocUOD 

3 to the o:rtant ...m procoe4o .... not -a..l, 1A tho 

4 J114pont or tho Corporation, to -.l!>tain Uo cper .. 

5 tiono ao to railroad o(!lli~nt on a oelf-llqu.14at1zlg 

6 balio. 

7 !!poclfic Powero ... to Rural n octrlflo&tlOD ProJocto 

8 SilO, 7, ~bJoct to tho prOYlolono of thh .t.ct, t he lhlral 

g llectr1tlcaUon Admlnlotrator oh&ll h&n power 1 

10 (a) 'l!c - lcano to fiAence or aid ln f lnanclnc rural 

U eloctrlflcation proJocto ; 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

26 

(b) 'l!o purchaee t>ecurltioo t o uldoDOO loano -.4& b7 

lt, to ooll tho ...,. and uoe tho procoode reall .. d 

fr,. the oal e thereof for tho llllldnc of turthor 

loano f or rural electrlfloatlon projocto to tho 

oxtont ouch procoo4o aro not needed, ln the JudsDOnt 

of tho CorpornUon, to ""'lntnln tho loano for t'W"al 

oloctr1tlcatlon on a oelf-llqu14atlag beolo: 

(c) To exercise tho powero cranted b7 thlo ooctlon 

without roprd to the proYlolono of oubdl't'iolona 

(b) , (c), and (~) of ooctlen throo and tho laot 

oentence nt oocUen tln but oubjoct to t ho requ.ir e­

mento of oectlon two of tho Dural ~loctrlflcatlon 

Act nt 1936. 

Powero ao to Rural Socurltr ProJ octo 

26 szo. e. BubJoot to the proylolono of thh .t.ct , tho 8ocrotll')' 

27 

29 

29 

of Acrlculturo ohell h&w powor1 

(a) 'l'o un4ertaloe an4 -.ko loano for rural ooCW"it7 

projacto: 

To purch&la aocurlUoo to ortaonco ouch loano, to 

Regraded Unclassified



1 IOU tho - u4 .... \M pro ..... reall .... fNa 

3 tho aelo U.:reot tor tho .UUC ot tvt11ft ~ 

3 tor rval aocarl tJ proJocta to tho ozto11t ouch 

4 prooeedo are not nooclo4, 111 tho J1>df,:llollt ot tho 

5 Corporatl 011, to alntalll ow:h 101111 oa a oolt-

6 11 quidatlDC baola. 

? Crooo!DG! OD I&Yioeb1e lbtora 

8 SEC, 9. 'l'ho 001111011t of CoOBrou to t bo conotructioo, rocoaotrue>-

9 Uon. or acquioltioD b;y tho Pu.bllc lloada UalnlotratlOII ot &liT 'brlq.o, 

10 tuDIIo1, or othor crooolnc ovor, un4or, or aorc01 aey narlgablo •taro 

11 ot tho Unl ted stat oo, unclcr tbh .let ahal1 be do08Cd to baYo beu 

13 obtained and ottl!'IIAtlYel;v author hod b;y Ylrtue of thle .lot wl thlo 

13 tho MeniDC ot aoct1o1111 nlDD, too, and e181'011 of t ho .lot ot lfarch 3, 

14 1899, ao uo.oclcd, obothor or not ouch otructuroo crooo rlYoro and otbor ' 

15 watorm;ye tho narlpble portlona ot 11hl.ch Uo w!loll;v rithlD tho Ualh 

16 ot a olll4:lo otnto: but no ouch otructuro ahall be conatructod, roooo-

1? ohuctod, or mintnlood under thh .let unlou and uotl1 ol1 tbe 

18 

19 

ao 

31 

aa 
33 

at 

35 

26 

3? 

as 

39 

liaitationa, roatrlctiona, And othor prov1a1ona of an aot ontltled, 

•.t.n Act to rocuLat o t he conotructlon of brldcoo o•or ne1'1Cftble wetoro•, 

upprOYed March 23, 1906, no nmeodod, oxcopt tho provialooo of ooctleo 

llx thereof, ahall haw boon compllod rith b;y tho .. t horlt7• 

llxclualYe Jurlodlctloo llot lloq!lired 

SiC, 10, Notwltbot&Ddlog tho proviolooo ot &DT otbor lew, t ho 

obtalolDC ot oxcluolYO Jurlodlctlon 1o tho United stateo o1'0r rool 

property to bo nequlrod un4or t bh Act ehall not be requ.lrod; but tho 

.l.ttoroe;y General 1&1• 1n ouch caooo and at ouch t lMo aa he 1&1 4ooa 

doolrable , oocuro from tho oto.to ln which ouch r oal proport;r lo oltuat od, 

ouch Jurld1ctl011, axc1ual1'0 or partiel, oYor n111 ouch roal proport7 na 

tho .l.ttorno;y Oellllral 1147 do .. doolrab1o and accept ouch Juriod.lctioa 

on ~ at tba United Statu 'bT tiline a ooUeo of ouch acceptanco 
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1 lrl\11 ... OoftftiOI' ot -- ..... - ......... - - .... 

a proocrlW 1IJ tile 1- ot U. ...._ wltlda t1111 ••• 111 *'* _. 
3 real properl:r b d ....._ Gale• .a .atU uup?m m Ill *** 
4 Jll!'iod.ictlOD Cll Mba1t Ill tiM UlaiW ftaMa baa '11MD .... -at-
5 11414. 1t oball 11e ~uhel;r pre_. tiiM ao nob J v tacllctiOD 

6 bU been ecoop\eol. 

'1 
'"""m 

8 SIC. 11. (a) '!be leoretar;r ot the troa.v;r eball -,., o.,.r 

9 nn4 tranater to tba opecial clhlNrliDC ac001111to wi\11 the Troanrer 

10 of the Unltocl Statoo cloliCII"tecl purnaot to nbooctloo (a) of 

11 aocUoo throe of thh Act to 1111 or aft¥ part of aa:r UDobliphcl 

1.2 bolAncoe of WIDI horet ofore Gppropriatecl or aYG1lab1e h the 

13 Secreto.r:r of Acz'i cW. ture to ooab1o hi a to carr:r Ollt thAI prorlliODI 

14 of !ritlo I of the l!c.Dkhoed.-Joooo Jara !roDOOt Act. the ..,.,....,q 
l5 Roli of Appropriation Act of 1938. thAI lorlt llellof aocl Public Sorb 

16 ApprOpriation .let of 1939 aoc1 nch fllllllo ehlll1 tlwlroupoo be nallable 

l? to the Socrotar:r of AcricW.turc for fiD&DoiDC or a141~~& !.A f ! Mnctoc 

18 on bohoJ.f of thAI IIUthcrU:r rural ooc:urtt:r proJeeto llllller thh Act, in 

19 ll441Uoo to 1111 other 11011071 c•rnilnb1o or to be a...Ulnble for nch 

20 pu.rpoao aocler thle kt. 

21 (b) '!'he Socretcr;r of the 'l'reanr;r ohoJ.l POT over oocl tranater 

22 to the epee1111 cliobo ... iDC aecou:1h with tho 'l'rooauror of thAI Unitocl 

23 stotco aeoicnatocl purnaot to eubeootiOD (a) or ooetton throe of thio 

24 Act to the aut.hortt:r 1111 or aa:r part of aa:r unobliptocl balanoeo of 

25 nch ...... berototcro eppropril'otocl or amlablo to tho lbaral Zleotrlft--

26 ttoo A4a1niotrat1on to ooab1o tt to carr:r out th• pronliooo of the 

2'1 llu:toJ. Zleotr 1tiont1oo .l.cllotohtr atioo Act of 1PU. aoc1 IOI&cb tlaDd8 

28 ahoJ.l thor011p011 be am1Ab1o to tho llut>l llnctr1f1c:aUoa .l.cllo1Ahtrator 

29 tor f1naocln8 or aiclia« in fiD&Do1DC on behalf ot the mtherit:r 1'111'&1 

30 o1octrif1oat1oo proJect• Wlclor thio .let. 1o aclcliUoa to oll otlwlr 

monoye aYDilablo or to be a...Ulabl• for ouch purpoee llllller thle .let. 

Regraded Unclassified



1 t"'P'''EP'l!! 'tr pte 

2 SIC. 12. (a) IJq 4.epar-t, ..t.1D1otroUOD, or aceDC7 au\llor1ae4 

3 to pertoro azq !lmctlon Ulld.or tblo Act ollall ban - or to utlliao 

~ tho aorricoo or 8ll7 otate, municipalita or other public bo4T and ita 

5 omployoco ond 8ll7 departaent, adainiotroUo .. or acenCT or the OoTOnaont 

6 o.n4, notwit hotandin& any other proY1o1on or law , to P":f tor ouch aer-

7 vicoa in nn IIIIOW>t to be npprovod b;r the Direotor or tho Bur08u or tho 

S Budcot: 

9 (b) Mainhtrotlve expenaoa of tho dopertnonto , adainietratlona, 

10 *PDC1 oa of tho Ooverm:oent and aaounto r~1re4 to re l.aburao otet .. , 

ll aunicipalitio" and other public bo41ao and arplo;reoo thereof for oomcoo 

l2 rondore4 in cnrr;rin& out tho purpooo of thh l.ct oball be po.l.d for tho 

1} !local you ondin& Juno )0, 19l!o froa ouch uount• • • 1011.7• "itb tho 

14 approvnl of tho Director of tho Bureau of tho Jludcot, bo roaorvod free 

15 tho procooda rcalhod from tho sale of notoo, dobonturoa, bcnda , or 

16 other ob1i!"tiono of the Corporation for tho p41m0nt thoreof, in addL-

17 t ion to tho unobli~tod bolancoo of auaa heroto!ore appropriated or 

lS nutborhod to be uood tor ouch adminlotrotivo oxpenaoo , 8ll7 prorleion 

19 in thlo or 8ll7 otbor la" \o tho controry notwithotondln&l 

20 (c) hcopt ao provided in tbio l.ct ao to tho fhcnl ;rear 19110, 

21 no t undo ..ado available for adl:IWotratlYO expODOOI under tbio l.ct 

22 ahall be obH,.tod or -dod unlon and until an e.ppropr l&to appro-

2} prl&Uon account ohall bavo been ootabHobed thorofor pur""""t to an 

24 Appropriation !!!ferre.n., or a coYcrin.g varro.nt. 

25 (d) 1.11 oapondituraa for adainiotrativo oaponooa ahall bo 

26 accounted for and audited in accordance with tho t orao and provla iono 

27 or tho Budcet and Accountln& l.ct of 1921, ao &IIOftCIDd, 

28 l!prC?•'!!tltp 

29 SIC, 13, ! be ponro conferred b;r tbi o .t.ct a ra in a&Utlon and 

O\lPP1_,.tal to the po"ra conlerre4 b7 0ZJ:1 other lP and DOtbiDC in 
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1 thh .A.ct ob&ll be oou\nM \o alter, llaU, or la ~ ~ atteot 

2 the power• collforro4 upHI the Prealola\ 'b1 U.o leor~ha\loa Act 

3 of 19}9, "PPro•a4 April } , 19}9, or UQ' NOr~aaUon plaD boro\oforo 

11 or bereo!tor tl'OIIai tta4 b:r tho Prealolat to tbo Ccmcrou wblch baa 

5 hor otoforo taken ottoct or 'llhlch -.:, booreattar t4D ettaot pv.-t 

6 tboroto; IID4 tho a4miDiatratlon of tho pro'flalona of thla .A.ct aball 

7 bo oubjoot to tho proviaiona of euch reor,aDisaUo~ plaDao 

8 
J.ppropr1at\ope 

9 SlilO . 14. Thoro 1a hereby authorised to bo appropriatod f,.. 

10 t lno to tiao ouch ~~aa aa 11111 be noceaaar:r to e&rrJ out tho pro'flalona 

11 of tbia .let, 

12 
!xpor~Ieport !'pk of Waehlpetop 

lJ SIO. 15· (e) Soetion 9 of tboo .lot appro•ed J~~DUar:r }1, 1935 

14 (49 Stl\t , 4), a a = enc1oc1, 1e hereby :fUrther aooDdod by otrlklat; froa 

15 tho f1rot oontonco thereof "June }0, 1941• ~nd ineorting in lieu 

16 tbor oof •robru.o.ry ll, 1944, • 

17 (b) Sootion 9 of the Act approvod Jo.nUAry }l, 1935 (49 Stat, 4), 

18 ae IUIIoDdod., 1o hereby furtbor CIIDODiloc1 by otrilciag froa tho provioo at 

19 tho oDd of tho laat aentenco thereof 1$100,000,000
1 

ODd lnsortiat; la 

20 U ou thor oof"$600,ooo,ooo.• 

21 (c) Tho purpoaoo for 11b1ch tho hport-llrport Bonk of lreablagtoD 

22 1o au\horbod to IIOito lolma 11 b o:rcby oxtondo4 to inc1uol.o auppl:riat; 

2} capital for tho oconoDiC deYo1opmont of tho ccuntriea to "hich web 

24 lonna nrc MUdo, tborob:r t.De41ato1y incroaainc our oxporta to euch 

25 ccuntrioa o.nd allo aalclng poaaib1c a poi'IIIUIOnUY higher lon1 of trade 

26 tbcrowi tho 

27 (d) Bot .oro \haD tho .,. of •100, 000,000 aball bo outetaDdiat; 

28 at lUI)' ODO tiaO aa 1ocno to ~ daglC &O'fOI'IIIIODt and \hD proeeeda of 

29 all laana .-do boroun4cr aball 'bo oxpoo4o4 la tho UDi t o4 Stl\toa. 
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' 7 of Pprwne ot fltlt II tl M'pp'z1 liP 

section 201 h 1DtaD4e4 to coatl=a tba lxport-t.pon Juk of 

"~uhiocto• u aD acuCT aDd lDat.....,tall\7 ot tba U..lW IW.taa t,_ 

1.,. JO, 1!141 to J'olii"GGU'7 11, 191111, wldcll h tba !late ot tba apla­

llo• of Ito oorporate exlltaaoa 'II.D4ar lh Dlatrlot ot Col•ltla obartero 

section 202 lo 1Dteo4e4 to lncreaae tba _, of loaaa wblcll tba 

llpOrt-Inport llanlt of lfaah!DCton ~ bavo ouhtaDdiJlC at aDJ' OIW tlae 

troa ~100, 000,000 to $600,000,000. 

Section 20) lo 1Dtao4e4 to limit tho ...,uat of l oua !Ob.lcb .aT 

be o"hta.ad1D4 at aDJ' oaa Uae to COUDtrlee In tho llooter~~ R•lopbore 

to f5()0,000,000, oot .oro thaD '100,000, 000 of tthtcll .aT be e4YaDCeel to 
arJt ·~· &Onrment, In e441Uon, tho procee4o of tbaoe loene are ....., 
qu lreli to be epont lD the United Stetea. 

lo carry out the objoctlveo of Title II, it Ia eoaentlal to declare 

the policy to bo folloveli lD Ollk1116 the loana. Section 20) cont alno oucl> 

o 1tat.e::unf. 

!he objoctlvoo of the tTP& of loana en.I..,.S in thla bill (~hich 

are not epeclfically etate4 In exht1D6 lesiolation aD4 upon "hlch 

Congreoolonnl Intent baa not boon doflnitely expreoaed) are •• followo: 

(a) To lncrooao our exports to Latin America durlnc tba 
next fen ;roaro . Tbe axpenliituro in the United Stateo 
of !undo loaned " 111 obYiouoly take tho fono of 
lncraaaed exporta to tboae countrlea . 

(b) To increaoo tho economic productivity of Latin Aa~rlcan 
countrloa . By roaulrlng tbat tbe fundo be 101plo;red 
only for purpoooo which nlll lncroooo tho oconoalc 
productlvlt:y of tho borrctTIDC country the otan4ard 
of living of tbooo oountrloo "Ill rlao, their ablllt7 
t o con.,.e aoro tnporta aDd at t he aaae tlae t.o aerriee 
t heir outotaD41ns obllsatlona will be lncreaood. 

(c) To expend pe,.,...nontly the volumo of t rade botweoo tho 
Unitod Statoo and. thooe countriee. Tho more productive 
tboao countrico bocomo aD4 t ho more rapldl:y their 
econO!IIIc devalopo10nt prceooda tho bl£bor n!ll be tho 
level of thai r foro liP' trade. aD4 tho sraater tho 
aarlceta wUl t~7 conatltute for Aooarican producto . 

Latin America preoento A reaarkablo opport unlt7 for econoalc deYelop­

• ent, Onl:y capi t al and technical okill Ar e needed to deYalop tbe a rea 
10 that It could proYide tor A ouch larger populat ion, for • hi1ber 

l tMilard of living and A £re&tly expanc!ed forelp tradOo 

U Latin Aooerlca could obt ain outflclant CAJ>Ital under favorable 

torno and oond1tlona aD4 If tbat ca'litel could be devoted axelua1Yol7 
to :>roduot he dovolo~ent of tho varlou. countrleo, Letln .looar loa oould 
"l thln n senerMlon be..,_ a nora prcopercuo aD4 .oro frloodl7 noi£hbor 

lind Q sroat •rlcot for Aooorloan prcducto. 

11o ..., haYO a ourtelt of bot h the cap! tal and techni cal oldll 

that Lot!r An• rl cn ao badly needo. 

-:'b.o llOH 1 >Orhnt t7)'+ of lOIUI lnYiiiiCed '>:r ! I Uo II lo t bolt of 
lO::S tara lO'UII f or prcductln pur:>OI &I o "b. 10&1>0 In senoA! obould 

'bo devoted to donootic robftbllltntlon proS>'""''• lnclu41ns public wor!to , 

creation of non lnduotrioe and tho ~odornloatlon and oxpanalon ot 
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ulotla& lllduotrleo . The prOCJ'"" oolocu,. the tJPOo of 1D4uotrleo 
to be oneoUf'8&"d could be worked out b:' a Jolnt plaM1!14; boarcl. 'l'he 
!01!11 oJ>ould be """'" ull<ler the follcm1"4f hmo aD4 coD41Uou: 

(1) Loano to ba offered at lov rotoo of lntoroot. 

(2) Tho oroceodo of tho loan obould bo uoecl exeluohe'!J' 
for the purpooo of 4nelopiD4f public worlco and 
lnduotrlal enterprlno of a >:!nd .,hleh "Ill a44 to 
the producttvit; of the borro.,ln!: countr7 in the not 
too distant futuro. 'l'ho lnvoot~ento ohould be ouch 
as would eventually proTide forelp exclwlp to repay 
t ho loana and "htch l!Ould be ot a kind to Increase 
trade ulth the United Statoa. 

( J) Tho borrowing countr, ahould be ro~ulrod to provide 
in locnl currency a proportion ot tho AMount tnvoated 
by t he bank. 

(4) Control and equltv ownerohlp o! the projecte should 
r~,.ln In the baudo ot the borrowing CQTOrnnont or 
Ito Mtionala, ult!lou&h the Unltod St&t80 111s!>t 
rotnln the ,awer of actiYO toc~lenl port lelpotlon 
to lniiUJ'<l efficient expenditure ot tho ! •lndo . 

l'.oMo MAo under t:to conditione in4iC4'ted above ..ttl 110t onl7 llllko 
oubotantlal contribution• to recove~ notr '>ut "Ill pan tho path for 
groater buoinooo durln3 tho eo~ing decadeo . It will lOTTO to Insure 
t or the Unl tod Stntoa in th4 years to coco 11 CTeator ohare of a gr<>ater 
•olumc ot foreicn trade . 

'l'hore "Ill likewise be llrllch smallor looaoo In t ho toano than bas 
boon truo In tho paat . Ono of the laportont r onoone "hy loans to 
Latin Amorloon eountrlen hnve hnd aueh o blld roeord ot default Ia that 
the o!!oetlvo rutos of lntoroat have ~eon exorbltnntly high. end tho 
bulk of tho tunda ~orro"ed have not been m vlo;ved tor productive 
purpoaoo or whon ao coployod have been lno!!lclont ly used. Tho long­
ruo product IT!tl' o! South Aoorlcan lnduotrleo "Go not developed to 
provide tho roaoureea to meet the sorvlcc chnr~••· !conoo1c catcrpr!ea 
In Lntin Nler l ca ao developed by prlvnto !orelcz> eapl tal In tho past 
boo been direc ted toward exploit1116 thooc eountrleo 'ritbaut adequllte 
nltonUon to t:tolr !undnaental eapae!t1 and lon.c--ruo lnterooto . A low 
~to of lntereot neeo-wenled by salef:U&rdo that t~e fund will be 
•ffltlontl)' and wioel;v uoed ~ill proTide a for ,reator d.OST08 Of 
oeeurltr t hat t ho lol\llo vtll be gledl7 aD4 wluntarUr repaid. 
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2 'n?rt=""" hnt ,, "*'p?e 
SJO, 201, S.cUoa 9 of the Ac\ t.ppi0.-4 IUIOIU't 3} , 19}5 

~ (119 Stat. 4), u , ••• ..,, io here'b't turU.r ..-. 'b'1 otrU:illl f,... 

5 the Urat eentenco theNOf IIJ""e J(), 19411 all4 illllll'llllc ill 11• 

6 thereof 'february 11, 1944. 1 

7 SIO, 202. Section of the Act apprc.-4 1-1"1 }1, 1935 (llg Stat, 4), 

S aa oaeDde4, h horeb., further uocde4 'b'1 otrlldlll fraa the prcnec at 

9 the elld of the lut oe~~tenea therecf"tlOO,ooo ,ooo• all4 illoert1111 ill 

10 u ... thereof 1t6oo,ooo,ooo.• 

11 SIO, 20}. '!be llxport-Iapcrt Bank of 'laohil•ctoa lo l>ltborloe4 to 

12 hen outot&lld.lD& at ...., one tt.e 1oaao or other obUptiollo to lt DOt 

13 exceed.lJIC the oWD of t500,000,000 for the JIW'POM of wppl71Dc part of • 

1~ tho cepHal 11oceoea1"1 for the eccnoalc den1o~ODt of the cowitrle e ill 

15 tho llutorn hea!ephere , thereb;r 1111aed.lato1;r lncreoolD& ov.r exporto to 

16 ouch OCW>tJ'lol ud &leo aeklJ>l: pooe!ble a pe.....,...tl't hlper lOYel of 

17 trade therew! tb. llot 110ro thall tbo """' of tloo,ooo,ooo ohall be ou\-

1! •t&Ddillc at ...., one tiao ae loana to &11'1 oiftClo &OYt.,...nt &114 the 

19 procooda of all loa~~a Mde boreuDdor ohall be oqoaad .. ill the UD!te4 

20 Statoa, 
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FOR TilE 8KOIII!ARI I 

Atta<liled U the 81mUZ'7 'llhiob 7ou requuted ot 

col!llllente on t be Xea4 bUl. 

Kllll 

25S 
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teat1aonJ Before Senate Banking an4 Ourrenoy 
ao-lttee 

Jeaae Jonea -- Be aaid that the Mead bill would add 
noth1.ng to tbe preaent arc authority whloh waa already autt1-
o1ent to take care of a!IJOne who oouJ.d gin reasonable aeeur­
anoe of ab111ty to repaJ. Be defended the II percent charged 
by the RFO. Be oritio1&ed bank exuinera and blued them tor 
t1ght credit conditione. In epite of the teetimon7 or 
Kr. toolea, the federal Reeene banks are not in eympethJ with 
1nduetr1al loans, according to Mr. Jonu. 

1~~~~~~~ -- Be ea1d there waa need tor i ntermediate 
end l!ut that the Mead bill wouJ.d not tulllll 
the the insurance 1a too l1aited. Be eaid the 
Mead bi ll adda nothing to existing RrO author1i7 and eugguted 
a corporation be created 1D the federal Reaern 8yatem both to 
1neure loant on a more liberal bae1a than i .n the Mead blll and 
to make direct loan a. 

Jerome Frank - - Be stated that there wee a need tor amall 
buslnen oapit&l beoauae exleting underwrltlng aach1nerr will 
not take CIU'e of ieauee tor lese than tl1 000, 000. He said the 
Mead blll wouJ.d encourage banks to meet ~h1• need by making 
capital loan• and ehould be enacted even though eventually 
a system ot regional industrial oredlt banks would be more 
desirable, 

Ernest ~aper, federal Reserve member -- Be expressed 
approval ot the Read bill, but said he believed the insurance 
should be 100 percent and that the lending power of the 12 
Pederal Reserve banka ahould be liberal1&ed, 

!!~~~~~~t::-- Be eaid the 1Dturance of loane probeblJ .d to .ore rapid recover7 and auggeated that 
atoolt be taxed leu heav117 than 1Doome from d:her 
to encourage the neoeaearJ equ1t7 1'1nano1ng. 

Amerloan Banltera Aaaooiation -- Seven repreaentat1vea 
testified, iii or them opposing enactment or the b1ll. !heJ 
sald that ex1et1ng credit rac111t1et are adequate, that banltt 
have learned to make term loans and that the aupplJ1ng or equ1i7 
oapltal, which theJ admitted was needed, it not a tunot1on of 
the commerci al banlt aystem. 

Three repreeentat1vea teet1r1ed, 
ern aa the ABA. 

• 
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Ruuell ~e roUDd&tion - .l repreaentatift ot the rounda­
u on preeente d&ta io ibOv that aaall buain .. aMn are being 
torced to ti.nanoe theaaelna tbroll8h eaall lou oo!lpalliea, 
industrial banldng 0011Pan1ea, personal loan depart .. nh ot banka 
etc . . where intereat rate a run troa 7 to eo percent. • 

Moody's Investment Ber.ice -- Donald Woo4wnr4 presented 
a etatlstical stud:r shoving that the working capital ratio ot 
large corporations baa alaoat reconred troa the ettech ot tbe 
depression, but that the working capital poaition ot amall 
corporations is becoaing ateadil7 voraa. 

National Small Bua1neeeaen'e .leaooiation -- Several 
repreaentativee teatltied aga1net the bill, calling lt a eubai47 
tor inettioient operator•. !be;r &lao critiohtd the Mm1ntetra­
tlon ' a pol1olee. 

Lit t l e Bua1neaaaen1e Le~e ot Jaerica -- rormer Senator 
Brookhii't teetltle4 in tuoro the bill and auggeated t hat it 
be broadened to inolude agricultural loana. 

M1acellaneoua -- Representative• ot t he tollowi.ng corpora­
tiona or aaaooiatione testified 1n favor ot t he bill ae neoesaar:r 
to meet the credit needs ot small buslneaa: .lnglo-American 
Trading Oompan;r, The National .lesoo1at1on ot Retail Druggists, 
&Dall Busineeemen ' e Association ot Nev York, Nev York State 
Federation ct Little Business Wearing Apparel Board ot 
Pennsylvania, and William 8t~, tormerl;r a Beaton banker. 

Studiea 

Dl viaion ot Reaearch and 8tatistica -- !be Division 

258 

twacarl~e4 &11 private and OOvernmentil atudiee on t he need tor 
credit b7 small bua1neaa, coalng to t he conol ueicn that t here 
1a an unsatisfied de01&114 t or credit which 18 smaller than ia 
auppoae4 an4 which coaaa priaaril;r troa buainea ... n in need ot 
equity capital. !be atud;r ccmcludee that thia problem baa becoaa 
more acut e in recent :rears bacauee ot the depletion ot peraonal 
wealth, SEC operation•, and curtallaent ot underwriting aaoh1ner;r . 
In aMiticn, banka are not malting the capital loane which tbe7 aa4a 
1n more expansive periods. 

Federnl Reserve Board -- Reports trom 19 large citiea 
interest ratea cbirSed on commercial loana made during March 

eboved that the average rates ranged trom 2.23 percent 1n 
York to 3.80 percent 1n the aoutb and veat, but that ratee 

amell oo11111eroial loan a ranged upward troa I! percent. 
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Depart .. D' !tt_JI W- !tie rtJauoe D1'1'1e1oa nba1Ue4 

to 8eoretarr ao,~onn 011 llii'oh 2'1 • ~ 11111ob 1D etteo' 
.ua that the &114 aia'lllc Jll'h•'• GNU' tuU1u .. -
tuiug oare of all leptt.ate 4HaDb tor oapUal with the 
po11ibll uoepUon of -.11 retallere wbo lul4 no oelleterel 
to otter exoept oh&Uel •ncece• on the1J' 8004• 1D nook. 
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'l'ht Depal"tMD' &leo 1DfteUe&te4 300 loan appl1o&Uou 
vhioh were reJeote4 b7 the 1U'O &114 oonolv.4e4 tha' the reJeoUone 
vera juatitiable, · 
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hl.ra, lNII 

FOR filE BCRftARI I 
!he aUaohe4 b a boUe4-4cnm ftrdoa of 11ba1; 

I would augg .. 1; JOU ear 1f JOU aN oalle4 1;o h1Uf7 OD 1;U 

!lead bill. 
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'lht Problea 

ltudiea oon4uotad during tbe paet the 7aara b7 
the Bureau of the Oenaua, the InTeat .. nt Bankera' Oonterenoe, 
tbe Seouritiea and Exchange Oomaiaaion the Smaller Bua1neaa 
Ataoo1ation of the Hew 14rk areaL the ~at1onal Induetrial 
Conrerenoe Board and Profeaaore Yi.ner and HardT 1nd1oate tbet 
there ia eome uneatiafied dalland AJIOD« ... 11 bua1neu ,.n tor 
oredit or oap1tal. 'lhtae etu41ae 1nd1oata that th1a deaand 
11 smaller than 1e trequentl7 auppoaed, e1peoiall7 when un­
Juetif1able deaanda are alia1nated. 

What tT.Pe ot financing ia required b7 deeer...ing 
amall buaineee men baa not been Tery olearl7 ahown by &Tail ­
able information, but the Ulual aeauaption i1 t hat: 
(a ) t he largest uneatiatied deaand ie tor proprietor'• 
capital, eometilllee called equ1t7 capital, r1ak capital or 
partnership capital, (b) aeoon4aril7 there i l an uneatilfied 
need for long or 11edi1.111 term capital of a tT.Pe which banke 
tormerl7 turniahed in more opti11iatio times, and (o) there 
1a praotioall7 no un1atiafi1d dell&nd tor abort-term bank 
oredit which 1a not traceable to defioient equ1t7 capital or 
vork1ng capital. !here 1a acme indication that the need tor 
vork1D« capital 1a part1oularl7 aoute among a..U retaUera 
who have been unable to aeoure RFO aid beoauee tha7 oould 
otter no aeourity exoept chattel mortgagee on their open 
etooke of goode. 

Although t h1a uneatietied need tor ellall bueineu 
t1nanoiJ18 ia poorly defined and ma7 be allall i n term• of 
dollars, the proble11 which 1t preeente 1a ieportant enough 
t o warrant OoTarnment oooperation with priTate enterprise 
in solving it . A atudy by Koddy 1 e 1nd1oatea that th~ work­
i ng capital position of amall bueineel has been eteadil7 
weakened during the ten yeara of depresaion wherea1 large 
ccrpor ation1 haTe been able to repair much of the early 
damage to their financial posit ion. 

Inaotar ae the unsatisfied demand among enall 
business men il for proprietor ' • or equity capital, the 
de~~and il not one which the commercial bankiliS ayetem should 
01eet beoauea of the riell: inTolved. Neither ehould the 
Government itaelf supply thie demand beoause of the manage­
lllent role ...tuch it would han to aeeuae 1n printe bue1neee 
1! it held equ1t7 aeouritiaa. Purther etudy ehould be ginn 
t o vaye of encouraging priT&te finanoing i n thie field. 
two euch eusseetione haTe been offered: (l) perait national 
b&nka with proper safeguard• tor depoeitore and truet 
benet1oiariee to underwrite .. all loo&l flotation•, 
(2) giTe aoll8'0oyarnaent encouragement to the torll8~1on 
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or local printely-ovned underwriting boue .. llhloh would 
handle riotation• of leee than ll,OOO,ooo. Whether theee 
or other methode are eat11faotorr ehould be reaerYed for 
ruture deterwinat1on. 

Ineofar •• the deaand ie for tara oapital, it ia 
8 demand 'llhioh the bankl forserlJ aet to eoae degree and 
wloh the GoYernaent l'loentlr hae been atte&~~pt1118 to meet 
d1rectl)' through the RJ'O, !he o011111eroial banke han 
graduallJ been returning to the field of ters loane, but 
w1111ngneee t o malta euoh loans 11 far froa unifors &JIOng 
all banks . Moreo•er, bankers 1 t81t1110ny before the Senate 
Banking and Ourrenoy eo-J.ttee above that b&Dke are leaet 
willing to lll&lte theee l .oana to eaall budneuee. 

!he 1aaed1ate problea, then beooaae one of 
encouraging the pr1nte fl..nanoi&l aeo~ea 1n the asking 
or ter11 loana, eapeo1&lly to eaall bueine1111. In th1e 
conneoti::s one of the il!lportant aiml 1n any plan f or 
aiding 1 1 bllein11e ahould be to narrow t he apre&d 'llhioh 
now exlsta between the intereet rat .. oharged large 
borrower• and t hoae oharged emall borrovere. Studiee by 
t he Federal Reeer•e eratea show that 1n large oitiea other 
than New York 01tr about .0~ of the JQB!Z adYanoed on com­
mercial loan• 11 loaned at lese than ~' interest, but almoet 
70% of the borroverf are oharged 1ntereet ratea ranging 
upward from &JC. II& ea of 8~ on uall ooameroi&l loan a are 
not unooa.on While other loane are made at ratea under 2~. 
Thl.a dieorepanoy ahould be reduced. 

''ggeeted Soll!t1one 

!vo euggeetione han been a&de of 11a1• to prorlde 
ataall budn .. • with tara oap1tal and ehort-tera credit, u 
cUat1ng1!11hed troa e quity oap1tal. One -Y 11 through the 
creation of 1nduetri&l oredit bank ayetea paralleling the 
Farm Credit A4111nietration t he Federal LAnd Banke and the 
national tara loan aeeoo1ahone, !he other way ie through 
Gover nment guarantee of loane aada by priYate ooameroial 
bank a. Ot tbeee two aetbode, 1neuranoe ahould be tried 
t1rat because 1t 1nvolfte the least Gon1'1lllent 1nternntion 
with the private finanoial meohaniam and, in this field 
where t he Qoyernment is approaching the heart of the priYate 
capitalietio machinery Prosreee ehould be made elovly. 
Not unleae experienoe ~ova that 1nauranoe will not produce 
the de81red reeulte ahould the GoYeJ'IIIIInt go farther into 
the financing field. 
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'l'lw nest qu .. t1on h the ~quaoJ ot the !lead bill 
8 1 an 1neuranoe aeaaure. 

!he .. &4 BUl 

!he Mead bill, 1neotar ae propheer 1e poeeible, 
w1ll encourage oo•ero1al banks to au• capital loane ot the 
tJPe deaor1bed abo.,,. !he 1nau.ranoe pro.,ieione of the !lead 
bill follow tboae ot \itle II ot the federal Housing Aot . 
'l'he7 are not o.,.r-liberal. !he t1rat lou falls on the 
lending bank e.,en though the Oonrnment lii&J enntuallJ bear 
t he l argut part of 8J1J eubstant1al lou. !hue, the local 
banker baa an illportant 1noent1.,. to e:urohe sood Judglllent. 
Jga1n it a&J be dee1rable to aake haete elowlJ. It at • .,... 
later tiae Congreu teele that the 1neuranoe pro.,181one av.st 
be loosened, t hereby increasing the pouible lou by the 
Gonrlllllent and wakening the banker 1 a rolei the pattern ot 
title I ot t he nu. oan be followed or t he ou could be 
ehared b)' tbe banlt and the <Jo.,ernaent on eoas pro rata 
bade. 

!he Mead bill would help to el1111nate the 
d1screpanor between the interest rates now oharged saall 
borrowers and t hose charged large borrowers. 

!he max1111111 dollar U.mi t tilted under the Mead bill, 
however , ie too high to restrict the bill'• operation to 
truly s11all buainess; very tew uall budneuee wieb to 
borrow ae auoh ae 11,000,000. Perhaps 80~ ot the applications 
co.Ung to the RJ'O are tor 126,000 or len. 

With thl.a lowering of the loan lillit, t he Mead bill 
would proYide an acceptable aeaeure tor teeting the Y&liditJ 
ot Oonrnment insurance aa a deYioe tor eol.,ing the capital 
needs ot eaall busineae .. n. 
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"""'1~1': CORRESPONDENCE 

COinDiftUI. nYI 

.... cane• .. 11 .. at lt)O .. ...., .. ntenM 

to ~- •-u __ .. ot aoU• (t.l,400,ooo ... t4JO,ooo) 

whiah W wn to Mz Pk W., ... ••~arcOIIIIo .. aa14 tbd 

U 1 1a rtft el ._ U...1- .t.a Y•"''"ltoD1 1t -u be 

aoo....U•~ tw w to ....Ut .-. «oUu• to h1l unat f 

inaMad ot lala _._, I _. DO\ ,..,.... 1oU, U 110111.4 lie 

"'J'MI'bll .. Ida. I ....... Cul&wl 1t Ill~ bMI'd ha. 

hil !Haa_,. 11114 lw aa14 lw w. I tba=k• Mr. Cenawl t• 

aaUJ.al 11114 .t.atorM4 Ida \ba~ w wolll4 ..Ut tM tl,400,000 

IYallallle todq J.ato bia &MOiat fo .... Cul&wl tiiD IIU 

that, 1t 117 .., ebnM w 811olll4 aaU tr~~~e• toclq, alM to 

OH41' .-. «•nu .. null .t.ato h1l an a •• f 1Datea4 ot 

O~ll'UQI .t.ato 1oU .!.A aaaaeh"M wUb bla -'*"''"' ina.,._ 

u-. 
D.JOtiOO 

Oli/IJ,Jlll 

prOj p I ' 
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JR 

Peri a 

Dcttd Jul)' 5, 19:59 

Rco ' d 1:57 p.m. 

Stor t t nry of Stntc , 

Washington. 

RUSH. 

1257, July 5 , 4 p . m. 

PffiSOliAL FOR S ECRS::TARY liORG~~BAU. 

Rtynaud hc.c given orders a s J OU dtairr . 

BULLITr 

KLP 

u J 1 I I 

. 
• • 
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•••n •n • nrw•v &&ltD 

ftiOX& A.el'1 ... lllba .. T, Jlal'1o 

10.1 181141 

Dlt&a JatT a, use, s p.a. 

rca !BK !UUUU JlD\MIIIIIf. 

:sr 

Ao410J'41.a& \o ooD.t14nt1al 1D.tonat.1011 r.oo1n4 t.oUT 

troll a 111D1otr)' ot rs v•oo ort1o1al, t.1w parpooo ot Lo1t.la-

1\ooo1 1'1o1\ t.o hrlo 1o ont.1NlT ooD.Oon~o4 wUia \lao 

t1llano1JI6 ot t.!w aU1Ur)' r.qal:roMnh ot Polan4. !ho 

ott1o1al aloo ot.a\o4 t.ba\ Lo1th-.1\ooo aD.4 ao:r-4 !la4 

oo"ral oonn:rwa\1ono 011 th1o qaoo\1oa. 

l'o wwr. 1D.tol'804 th1o -1'1Lill6 b7 our oontaot at tho 

Bank ot rr.Doo \bat tho taU.uro ot tho senate to l'OIIOW 

tho PNo14nt.'o -n•Ur)' powl'O ha4 110t u.n""'7 411WJ41o4 

tho J'reaoh llll~t1 .. aa4 that tho7 WN ooat140nt. tbat 

tho lena to woal4 toke taYorabio aot.1oli to4a7. Bo •nt.1oao4 

tho taot that tho llr1Uoh tun4 ba4 oattoJ"04 • ou.bot.ant1al 

loeo ao a r..alt. ot \lao lenat.o aoUon '1111110 tho J'renola 

-.rut ba4 bardlT boa attooto4. 

fh- .. dal1 U4 llllOftD.ttiiJ. tN41JIS OD tho ozoM"CO 

arlto\ \o- an4 tho "'•• wr. pJ"Oot1call7 u.noha"C•4. 

It •• pooalllle t01r a ta1r ~t. ot otorl.US \o bo .W1M4 

b7 tho tu4 at 1 '71. 'P8. ... too -... t~UoJial p1nO an4 

ot tho ooou.l'1 \7 ..,.Ut. -. ~n4. 
l 

BULLift 

lAID 
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SEcrEtary of StatE, 

Wnehington. 

936, July 5 1 6 p. m. 

GRAY 

London 

DatEd July 5 1 19~9 

REo ' d ~ p. m. 

268 

FOR TREASURY FROM BUTTERWORTH, 

ThE continued uncErtainty aa to thE Russian 

nEgotia tions cauatd thE stock markEt to weakEn slightly 

t oday, war loon bEing down 1/16 to 9~-11/16 , 

The forEign Exchange morkct was f airly quiet with 

t he British fund SElling spot dollars on a small scolt. 

In contrast to yesterday ' s gold turnovEr which likE 

thot or July 3 was small, (24 bars dealt in, 6 marriEd and 

o few toktn by thE British fund) todoy ' s gold turnover 

woa 176 bars, 11 of which wErE marri ed and 109 suppliEd 

by t he Bonk or England. 

Tht silver market was slightly firmer both spat 

and forward bEing up on ytsterdoy'a pr1ot, apet ot 18 

penct and forward at 17- 1/2 pcnct. No a1lvtr ~as 1nvo1otd 

today. 

'1 

CSB 
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Secretary ot State , 

Waahington. 

690, JUly 5, 4 p .~ 

llo . 46 FOR '!'REAS"I!Y PROII I.IEA'\'Bo 

GRAY 

BERLIN 

Dated July 5, 1939 

Reo ' d 3s4 7 •• . mo 

The Rcicha'l)ank statement tor June 30 shows n record 

currency o1roul.at1on of 101 9341 0001 000 marks as COIIIP&.t'td 

269 

with 10
1
722

1
000, 000 marks at the tnd of May and 81 466 , 0001 000 

marlca at t hr. end of June 1938. The Rtiobe'oank July eb£ok 

clearing ot 8
1
013, 000, 000 morka and the J~1£ bnnk cltor1ngs 

ot the Rriobsb<lnk oltor1ng system ot 11, 55B, ooo, ooo mnrka 

nleo rstc.bliabrd new records. Tb.t higbret prtvioUD 

110nth1y totc.l tor Rt1ehllbonk obcok clenringo wns 

7
1
617, 000, 000 marks and tor bank clearings llO,o~o,ooo,ooo 

marlta during D£ocml:>tr 1~. 

A a indio• ted in rriY No. 40 ot June ~ 1 noon wi tb t bt 

ieauanoc ot thE tax and anticipation ocrtitioatta provided 

tor in thE • new finance plan• the Rdohabank statement no 

longer giv u a oomplttt picture ot currency oiroulation 

al ncr tbrar oertitioatea can bt used as lcgnl tender tar 

PIIJl&Cnt ot oontr o.ota o.nd au'b-Oontr nct a na well as far to.xu. 
Tbc 
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-2- #590, Jul7 s, 4 P•• •• tra. Btrlin 

Tbl: Rdobab&nk, howtvtr , cla111a tbat ao tar both claasra 

ot tax ant1o1pat1on crrt1t1oat ra ba•r brtn hEld tar 

speculation 1nvtatmEnt or tax pr1v1l rsra and ba•t not 

entered 1nto th£ monttarr o1roulat1on to anr important 

EXttnt e 

KIRK 

11W0 :PEG 

J l 

• • 
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MD a hl.T 1, uae, 10 a. a. 

JlefiHDOI 11 ..U to fl7 1188 of AprU 11, 11100 L 

ror •~ da7• \here ban bea refereno .. 1n the 

Ge~ preee to \he •-•etul. 1w~1 of \he_ .... 

o1al JW&o\1&t.1one 11'1\11 ll.O't'U:1&. •o eoDOluein 48\&UI 

ban beea &1'1'111, honnr, 1'1&&1'CUJI& the Mtho4 of 10lYN 

1.Jig \M 0111\ral. prob1• of ge\\1JI& ll.on.k.U (*ioll ba1 

a low e\1111 •rcl of l1Y1JI&) to ~· eaOQ&h Ge~ ~ to 

,aT for \be I'&W •\er1ale u4 labor *ioll llOYakia ball 

8114 'llh1oll Ge~ 11'11111•• to illpor\. Bo'llft'er, 1\ ball b1111 

1.11410&\14 1Q' IJI 81&\bori\a\1'1'1 IOU'OI tha\ 111 \11 .. 1 11'&0-

\1&\ioJia 0.~ 414 110\ a\\Up\ to foro• aa 1&8141&\1 

8114 oollpl.e\1 eolu\1011 of the qu .. \1CIIl 8114 \ba\ u a relll&l\ 

Ge~ 1l'1l.l. -\Ia\ 1\ell.f clllria& the aez\ fn w.U 11'1\11 

1apor\1JI& a ..Uer -' of &oocll r..- 11o'l'&k1& \ball 1\ 

-a4 like to lllpOr\. ftlie .-roe aleo .W\e4 tha\ \be 

propol&l w cllftlop a pabllo wor1t1 116111A17 Gioll would be 

UMI' Ge~ lllplft'111CIIl &114 wbioh ~4 u• 0011WU.ot.1oa 

•wr1&1 f.- a.~ aa4 ae~ .,.,.,.." -. OOJW141re4 

bQ\ 1\ ... fauA t.ba\ 1\ .-14 111 111p0ee1bl• w pat a 

proJ en of \hie lt1114 1nW •••\1CIIl 111 \be lliU' f:U\are. 

lldlu.M4 
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11"1'*'14 nat I M ., IDe ..... \JIM ~~ 

lllookM "'Moeo la laUa \ftal.M i1 P'r 6,.1,000 

..n.. It tble • ut I,MI,OOO --. wne • ..... 

ao~• u4 1,061,000 wne • epeotel IIDOIId. llAm*1u 

neun1oe .-. t.ha\ la t.U n"' t1•• -'hi ot t1a11 

,..,. ezpone \o h'M\or 1c::: 'IJ "" 1a t.bo \OUl .. It 

8,'100,000 -.. IU'1a& .. - pn1.o4 111pel'\l t.oW.l.et. 

? , 800,000 ..... 

.., .. , \o ~ I RI'J U ... 66 ,.._ .. \lao 

If 

••• 

" I' n1 \J"' ' 
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DA l1!1T .. 19)9 

SUILICCTt ,.,..... <nrfiiSA!'IOII 1IIDI 

___ BMQUI Dl PB.UCa 1 

I o•llo4 .... CaricMl It 1124 Jill to4a)' to iAtON 

h1ll tblt the Pna14•t -u alp tM - llolletarr B1ll tiWI 

a.tterDooo 1114 \bat • wvaU bo 1Jl a poa.\UGD to 11'" h1a &ol4 

tor hi• I'MOipU 1:adair or u oo,ooo ... al.N tw tM U,40Q,OOO 

which " 414 -t 1 •wt JaterU7• llr. Cariau.l. aa.14 be wu 

bapPJ to hoar Ulat ftW'J'tb1llc WIIW bo MtUed, 1114 wou14 lib 

to b.IYO ua --" iato col4 tbe •ol" ra 1Jl quoeu-. I toU 

11r. Cariplll. .. -w ei" JWa U,500,ooo 1a col4 todq. 

Mr. Caripe1 aa14 be hl4 bo~~Pt t 500,000 todq 1lb1oh be 110\114 

aU: Ul to aroti.\ iato b1a ao-t 1! 1114 DOt OGDftl't iato &ol4o 

I a4Tiao4 llr. Ce.ricUOl that Ula IIIIJ'Ut !aero na fti'T quiet 1114 

it 414 DOt 1.ooiE U \boa&ll WO woulA b.IYO to 1Dto..- iJl hU M-

ball. 

DJCaliOC 

r 
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l .u ...... J-. d 210'1 .. w..r ... l w 
prcwtr .. :re•---· _. 1DtOII'M4 ldlll Uaat the ~ JlUl 

t11a a~illaatoic:a t.1 aUl J- JO. 1t4J.. ... ... Jcwc 
tbenJre4 • tw cratHna lda, ... 8&14 tbat 1IO\IU n11 ... their 

DJCtBOC 
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Storttory of Stott , 

'·oah1ngton. 

944, July s, 2 p . n . 

COJIPIDENTUL. 

GRAY 

London 

Dottd July 6 , 1939 

Rto ' d l0a25 n .n . 

FOR TREI.SURY FROM BUTTER'"IORTR. 

"11th rtftr<not to tht th1rd acoticn of No. 483 of 

275 

/.pril 14, 7 p . ::.., indionti ns th".t prtpo.rotions 11 trt bt1ng 

nodt for thE tn1crgEntnt of t ht E,.port Crtd1ts Guarontte 

Dtpn-rtnEnt ' s fund of pounds 10, 000 , 000 tor "pol1t1on1" 

odvoncts Y/h1Ch was providtd tor 1n tht El<port GunrontEtS 

:.ct o f Ftbruo-ry 1939, prtss rtporta t oday stt\tE thot o 

bill \/ill be introducEd 1n Pnrl1~tnl! tonight tl<tEndins 

th1a account to pounds 100, 000, 000 t o osaiat Polnnd, 

Turkey, Ruoan1n end G-rteot 1n buying oroa o.nd roq 

nottriola in Great Br1toin. 

Tht British T-reasury inforQS nt thot thE press reports 

' 

art aubstantinlly correct txotpt that tht totol i s to bE 

pounds so, ooo, ooo not lOO, ooo, ooo pcunds. I undtrstond 

that tht pounds 10, 000
1
000 prov1dtd in thE obovt nEnti ontd 

not is no" proct1coll1 uatd up nnd tl\llt tht rurthtr s= 

1G to takE oort of ruturt nttds. A bill .,111 bt introducEd 
todoy 
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t odD.y which Tt1ll bE along thE sotlt Unu oa thE rormtr 

oct txotpt that 1ntErtst ohorgto wtrE includEd 1n thE 

t ot a l of pounds 1o,ooo,ooo whilE thESE oh:lrgEs r1111 bt 

£Xoludtd !rom thE total or pounds 60, ooo,ooo. 

KE:NNEDY 

~lvll:1:J S 

~"i~ .,: ~ t • 
... ,Y I • I I 

I• J 
1;. .r 
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OJ 
GRAY 

LONDON 

l>attd Jill}' 6, 1939 

Rto'd 2:26 p,m, 

277 

Scorttar}' of State , 

'llaah1ngton. 

947, July 6 , 6 p ,m, 

FOR TREAS~Y FROM BUTTERWORTH. 

Ont o Of iT'tErcst in this wuk•t aan1· of ;:"ngland 

retur~ is nn incrEasE in notE circulation ~f pounds 6 , 7 

million which 1~ sorr.E pounds tour milli on uort t.han thE 

corresponding incrEaRE last }'tar and is d'l£ in part to th£ 

probabl}' accumulation of largtr caah suppliES b}' th< banks 

captciall}' in br anch offiCES in th£ present crisis atmos• 

phtrt which alae 1S cousing mall)' to anttdctt tht1r bol1• 

de }'I , end po.rtl}' to thE 1nertasc in e=;>lo}'mmt end thE 

calling up of m111tio. men ct cetera, IDIUll' or '!lhom ma:J be 

recti ving tor thE momEnt two Otts of po'f • 

public deposits of pounds 3 , 9 m1llion doubtless r eflEcts 

th£ operations of thE exchnngc e~unl1~at1on cceount in 

oupport or stErling whilE a dtorcaoe of n<orly pounds 

5 ,000,000 1n bOnkErS deposita 1a ttmporCT'l' rEflection of 

thl: outfl011 or rund• • Govtrnmcnt acour1t1EB in tb£ 
bQnldng 
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bllnldng DtpartJ:trnt wtrt: up on th£ wuk b}' poWlda 4.8 

m1ll10no 
Two. ThE ailvEr a rla:t haa not b£tn vtr}' activE, 
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optratora awaiting tbr official atattmtnt from Washington. 

At th£ fixing apot silvEr was priced 17 7/16 pencE and 

forward 17 pEnCE on somE aptoulativt offtr1ng tram Indiao 

No s1lvtr waa invoicEd toda)' . 

ThrEE~ ThE dollar has bEEn sttad}' at 4.68 1/8 

toda}' with th£ British fund sElling S)-Ot d?llnt'J but not 

in la."gE amounts. ThE forward doUo.r \'IllS r:1thtr o1't'rrEd1 

rspEoiall}' rrom Rolland and tl'E thr££ month.! prcmilllll 

closEd 1-15/16
0 

79 bars of gold wtr£ dEnlt in, stvEn of 

which wrr£ mnrrird and n fEW suppl~td b}' thE British !undo 

Rtquirtmtnta wtr£ pro-ratEd nt 7&~. 

CSB 

I l :J 1 ~~ 
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1'ELEGIWI SEll'l' 

OJ GRAY 

July 6 , 1~9 

'7 p. m. 

AIIE!i3AZSY 

UEXICO D.F. (MEXICO) 

141. 

ThE Trtasury has today rcauocd purohasts of 

rordgn s 1!vtr , r1Jd.~ a priot today or thirty-six and 

t hrEE f our t ':ls CE!lts . 

RA: EGC :LRL EA 

HULL 
(SW) 
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'l'ELE<JIU.II SEft 

OJ 

AMEl!BASSY, 

LO!lDON (ENGLAND) . 

505. 

FROM Tl£ SECRETARY OP TRE TREASURY • 

Tb£ secrEtorY or tb£ TrEnaury rrrcra t o bia mcasngc 

or July 1 o.nd o.al<s thAt the Oh.onorllor or tb£ Exeb£qw:r 

'bE ~ntormEd tbD.t the Prre1drnt bD.o this o.ttcrnoon s1gn£d 

the 'bill po.sscd Vlcdncsdo.y cvcn.ing 'by tb£ Scnntc continuing 

until JUne 30, 1941 the oto'bil1zot1on fund o.nd thE 

President' s rclo.tEd monctory powcrao 

PAII!P IEB 

l!OlL 
(I!Pl 

• 
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TEIEORAU SENT 

CJ GRAY 

July 6, 1939 

A!IEMBASSY 1 

PARIS (FRANCE) • 

CIRCULAR. 

PRO:! ~E SECRETARY OF THE TREIISIRY. 

The S=~rttary of thE Trenoury r efer o to his oes~ag£ 

of July 1 and asl<B tha t tbt Minister 'lf' Finance br inform£d 

that thE Frtaidtnt has this afternoon signEd thE bill 

passed Wednesday evEning by thE SenatE continuing until 

JunE 30, 1941 thE stabilization fund and thE Prt s1drnt 1s 

relatEd monetary powers . 

HULL 
( In>) 

REPEAT TO : AI !EMBASSY , BR 1.5SELS 
ANLEGATION, THE HAGUE 
AJ!LEGATION, BERN 
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JAMIIIIIAa or !ILIIJMX UOiltl» 

JMIIa !he "-lou lilllbau:r, ler'llA •. , . .,. 
Ill !I& J111;r I, lNt, I p. a. 

All ~~. ... a\azl4 oop1ee ot \he Pane e41Uo11. of \he 

lul:r II liD Yt111: RD'I·» ftiBOD han ben oontboat.e4 b;r 

t.b8 Ckx e ~nt.. !b1e •• appuoetl;r b•-•e of 

t.he teot. 'hat. U oon"1De4 u IUlal;rde ll:r 1h looal -

reepon48JI.t. of t.b8 reonU:r 1uue4 e.-1-aal. eooeall1o 

eul'n;r ot t.he l'81ohKI'e41t. Ckeelleobatt.. IA h1e et.or:r 

t.b8 oorreepon48JI.t. ea14 1t -. ilhOWD 111. t.b8 ... n. .. that 

·~-. teoe4 nt.h •-'DslT ~ta!>le obe"ol .. 

t.o l'Ml prepareaeee tor .... • 

•o .uoh OODOlal.e1.oA -. ellp ... 88•4 1D t.he alloY-t.1.olle4 

l'rt'lew b~ refe ... no• wu aa4e to t.b8 41eequU1bl'1aa bet.nen 

t.he oa tpv.t. ot prol!alot1on goo4e &114 OODBU~Pt.i.OD goode 1.e 

~. t.b8 llhol't.a&• ot lUOl' ot o~ toed prodlaote (t) 

raw •t.•r1ele, leliOX' aDA ot.!l... Utt1oalt1.. 'tlb.loh ere 

teo.4 b:r Ck.-.a acr1oul.t.lll'B, t.he ....,., 1.11. ...... • of t.o"l 

ealal'1ee &114 -a•• OY8l' t.he 1.DO .... ee 1.D the •ppl:r ot 

oouuept.loA a~. aa1. t.b8 aoreu• 1Jl t.he volWM ot Oll'eUt. 

&114 eon•:r • 

....... u4 art.iolee 1.D Ck~ pel'1o41oale &114 d&1l:r 

eew~BI'e llave -t.a1.ee4 -Ah u4 veUe4 WI'II1.IIP 
wi.tb 

• 
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wi\h ref•rau \e t.twee polA\8 of 11M&• U4 UtnAIIIl~ 

u GCI! rnJ1• --· 'lla\ prollllblJ ao •• Mllplo\o 
UltiJIS of thoeo &~.~~&• :polJite &114 bfOOU bu llpp•Nt. 

ciii.J'111& \!sO pae\ .,-.r 1J1 lei IIJ .. \bat -t&1JI04 1JI \llo 

rl'f1" uc!a' reforeuo. llowover, 41roo\ or1Uo1D &114 

cloo.J prop!Wq U'O uo1484 1JI tho rn1" u4 110 u\S.. 

1rJ \llo GCI! • •\llor1Uoe to ban 1t n~ baa lloOil 

\&UP 80 tel' .. 10 ltPoWL 

!he .... q u uua \be •tel'1&1 -ta1a04 1a \hit 

mi.. 1JI •-ot10n n'-h \be &IIA1Jo1o of -110a1o -u­
t10u 1D Go~ 'llb1oll1o ..,., boSJIS proparo4. 

n••• repeat to 'frMIU%7. 
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Po.r1a 

Do.ttd July 6 , 19~9 

Rto 1 d lt~B p, m, 
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Secretory of Stott, 

' io.ab1ngton . 

1260, July 6 , 4 p , m, 

FOR THE T~~.SURY, 

Sptoldng at the :.nglo- • .mcrican Prtss I.asocintion 

lUt\OhtOn y;:stt" lny thE \lin19ttr of ::'J.OOOC( b:-it!ly 

surv~~ed tht Frc~~b f 1noneial o.nd cooromi~ o1 tuat1on. 

l't ~nl.d thnt t.h ' 'li!V>unt of onpitnl r;):>ct.r~ ' ttd i n June 

1.~a dnublt t.11.~t rL;-ntriotEd durine Jln:r: t'l'lt follot~ing 
tht r.nd of JunE octtl ""'t:>t peri od thE r.lt•llltion of thE 

Treo.oury was better thnn ot ony other t i me s inct thE 

beginning or thE ycor; t~t o.s eonotrna tbt budget , 

'lfttr ten ycors nith ::ll\ ovcrngt onnuol dc!i cit of 

6
1

000
1

000 ,000 froncs hE could any thot in mid- yEar thE 

ordi n.:~ry budgEt "'"s b:.lonecd; th•.t ten timts mo,.e JOtn 

wert t~orldng ovcrt1mE tho.n during lo.et llovtmbtr :md thot 

nhtreas in NovEJ!Ib<r thErE h nd bttn ~9 ,000 .,orE un£11)ployEd 

thnn in the anmt month of thE prtvious ytnr t hErE wert 

no" 14, 000 tentr thon in JunE 19~0 ; tho.t exports in Mo.y 

wert up by 32~ in volut end 2~ in volumE COII)~Ed with 

thy 111~8; :.nd thot thE index of production br.d risen 
tl'OIIl 
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trom 83 lost OctobEr to 9'1 ln Kay. In oonolus1on tht 

M1n1attr sold tbnt tht Government woa aurt that l t could 

continuE lts Effort. 

(END SECTION ONE). 

BULLITT 

CSB 
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Sterctary of State , 

Waabington. 

CJIIAY 

PARIS 

DatEd July 6, 1939 

Rto 1 d 2 p. rn . 

1260 July 6 , 4 p , n . (SECTION TWO) , 

286 

An important inttrm1n1atcr1al eontrrenct took place 

yutcrday ~o oonaider ways and m£aM of cnoauraging nonal 

internal eorancrot and preventing an w.justlfitd incrtaat 

1n pr1ot:a of goods and commodi tits . It ... as of1'1oi ally an­

nounced tho.~: the pr i nciples of an rconom1o policy ror t h£ 

purpose of assuring the s tabilization of prices had bttn 

decidEd upon. Noti cE has recently beEn given by th£ press 

to tbt tact that milt industry ia active with aMODJOtnt 

contracts undtr present unsettled international cond1t1ons 

th£ public sbOws little inclination to purctnac anything 

but rtal ncceositics. Tht opinion io nlso exprcaotd th.o.t 

in many i nsto.ncca pri ots h.o.VE tncrtaatd tar beyond th£ 

level juatifitd by r ecent increases 1n taxation, and that 

this ia onE of thE causcs of the present comparat i vE stag­

nation. Th£ o
0
,crnmmt nat~ apparen tlY 1.ntcnda t o do all 

poaai blt to prevent any r urth£r abuateo 

BlJILITT 

~C:JIP1) 
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IUAliiiiUI: or m.••• wwc 

no.a AMr1ou .._..,, hr1• 

m.a 1HO camr:u. ~~ 
JllDI ""17 I, USt, • p ... 

!h- ... ODl7 a -u \anoYer 1A nM•na• ~ 

&114 aOU"oel-7 &117 obus• 1D ~tea. Jlllle\&lltlal. a.ollll\a 

of at.erl.1JIS were ...U aaGilre4 bT \be 1Wl4 at 171. 'I'll. 

a-ae of \be lllten~&t.lGilal. aS.t.v.at.loa, \be aHUl't\J' 

azt:.t.'• t011e -. a.,re .. e4 &114 MZ"f''U aa4 there -. 

a 4ownwar4 t.ren4. ftDallolal o1l'Olee bare reoe1ft4 \be 

nna of \be s-te' • fa'I'Oftble aot.1on 011 \be ~ 

blll W1\b reUef aa4 aat1ataot.1on. 

!ha atat-nt of \be Built of l'ruloa 'llb1ob we 4&te4 

.TilDa 118 aa4 'llb1ob •• pabUabl4 t.od&T lboft4 &II 1110r&U• 

287 

1A -rolal abano•• 1a \be ~t. of ~~ ldlUOII traua. 

J)Qe for \be 110.t. part w eaot-of-\b &114 balf•J'Wl' llt.tle­

aanta, 110\1 o1l'CIIllat.1on -. lip a, '1'811 ldlUou &114 Upon \a 

wre don 1,117 111111ou. !1M ratiO of &o14 OOYU' -. 

153. 71 p-t. ........ 4 With 16.18 paroeat.. 

(DD rg M""GI) 

••• 
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RE PROPOSED LBIIDIBO LEOISLA'l'IOW JUl.,- 6 , 1939. 
9 155 a ... 

Preaentl Kzo. Oaaton 
Kzo, Pol.,. 
llr. Dlltt1eld 
llr8. nota 

H. l!. Jr: 

Pole,-: 

H, I!, Jrl 

llr. KoRa7J1olda 
llr. Bell 
llr. X.Oohhead 
11r. Wh1te 

I oal.led up Jonea with the President and I eald 
"How, what do ,-ou want on th1e b1l.U" ' 

So he add, •o.e, •an't I good ,-eaterda,-J" 

.ln4 I eald, "Yea, 70u were wonderful. • 

or course, this is deep atutr . 

So he aa1d, •o:r the five autb.oritlea , the RFC 1a 
only one,• and he ....,. , "Don ' t forget Schram 1a 
going to run the RPc. • And he aa1d, &you'll like 
Schram; take '111:1 word for it, • 

You see , what the Pree1dant'a done on this thing 
18 - everJtbing 1e to be the aame , but 1n order 
to get Jonea to go along, iru~tead of creating a 
new United Statea aoll8tb.1ng or other to get the 
.one,- - he got Jonea to agree on everything, but 
these five ditferent ageno1ea will go tor their 
_,. to the BPC instead of to tb.1a new author1t,-. 
Bu.t eve~ alae 1a 1n agre-nt. 

How, Jonea said that be doesn't th1nk be can get 
ID0%'8 _,. :ror export, but he aald be'a going to 
t1'7 to 1ncraaae the lending autbor1t,- of the 
Export- lllport bJ' a hundred a1111on. 

Th& t ' a what he ' a got 1n the bill. 

How, I aakad h1m plaaaa to aand Baa1lton here at 
11100 o'oloolc, wbi oh he'a going to do. At 12130 
Jones 1e coming ~elf, and then we 're going 
to a1t down. So will you two bo7a get together. 
I MaD - bow did :;; put 1t - I aald - I ,..an I 
waa ve1'7 lnalatent that Budlton should he here. 
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a . li. Jrs 

l'lh1tes 

l'ole:rs 

B. li. Jrs 

l'ole:rs 

H • .M. Jra 

Pole,. I 

H. K. Jra 
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Y ... :r••• 110 that tbe bo7• oan tua the edgaa ott, 

Tbll 1'0~ ed.l:toa ott. ADd Baail ton •111 be here 

at 11100, aDd :rw aD4 Baailtcm - 1n bere at 

12130 and Jones aD4 I w111 be here, aD4 ••'11 t1nhh 

1t, beoauaa tbe heeldent aa14 tJ>e 4eacU1De 1a 

2 100 o 1olook. 

llho'• go1Jig to set the rateT Ia .Jesee Jones going 

to aet the rate at ,;blob, •• • 

Wall, be 414D1 t pla7 ta1r. 

Well, I d.14n1 t upeot b.1a to. 

He rewrote th1a b111 hie 01111 .. ,.. eo that the 

len41Jig a4a1n1etrator, the bea4 ot tbe landing 

agano:r • and the RPC 4o eveeythingJ aru1. 'IIIla t tbe7 

do 1s ~ the securities tr0111 tbeas other aganclea , 

an4 that • the war the otber agencies get tbe 1110ns;r. 

That Jwst won 1 t wort, llr. Secretar;r. And be lett 

out PIA ant1rel;r, after the President tol4 h1a 

that he nnte4 the 1101181 ...Se aft11able to PW.t. 

Tbllt1 a r1gbt. That'• rlgbt. Tbat'a right. 

Bow, 1n one thing the Preeldent 1ne1et e4 - that 

th1a ft7 that Jones eUSUtested wouldn ' t show~ 

1n tbe budget . It wonltf 

Tbllt'• r1gbt. But he can onl:r aell t 1n-:rear 

obl1gat1ona guarantee<\ b)' the Treaauey, and he 

doesn't ohallga that power. 

ADd another thing b, the w:r I had 1t aet ~ 

w1th the t1nano1ng corporation, thoae obligat1one 

would be aubJect to tax. Now, tbeee new obligation• 

ot t!M RPC, UDder Jonea•a b111, wov.1dn1t be aubJeot -

or w111 be - I aean will not be subject to t u:. 

And I don' t know Whether we ousbt to chAnge 1t, 

beoauae then JOU ' 4 baYa two claaoea ot obligation• 

outatand1ng, :rour regular tax-exeapt RPC aecur1t1ea, 

aD4 then :rou ' 4 bave thla new stutt. 

It :rou're going to get the low 1ntereat rate, there 

baYa got to be tax••· 

I ftDt to ••:r bare uonget ~ own ott1c1al taa1l7 

that I aa YBI")' INoh d1eappo1nte4 - the;r took all 
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White: 

Pol OJI 

'lhitoa 

H.li.Jr: 

POl Of I 

H,li,Jra 

Boll: 

H, li, Jrl 

FolOfl 

Wh.itoa 

Polofl 

- :5 -

the ga-ur out or 1t, Th1a thing waa a now 
package, aa.thing 100 could aell . But the 
Preaident ooolc!D't get Jonee - I eean be got 
Jon•• to agree on the railroad bueineee and one 
thing atter another, but he wante the mona~ 
pool to be the RFC. Now, that 's the only thing 
tb&t the Pree1dant 1e willing to gha up , He 
won't give up &Dfthing olea, and I won't either, 

Ia this a poee1bUitJ, tor him to put it under 
tba RPC but to put all thoao power• u ~ou anted 
t ltaa betore, eo that Jesse Jonu will not have it. 

Tb& t ' e the W&f I drat'ted it, Barr,., 

And then ir Jesse Jonoe objocte, h.o 1ll be objecting 
on s0111oth1ng on Which he 1a on weak ground. 

'1'be onl:r thing - tho wa:r tho President wants it on 
h1gllwa;rs, Coam1asioner MacDonald geto h1e autborit~ 
tr0111 the head or the new Public Works , which 1a 
Carmod~. How, the;r're going to plan th1s ten 
a1llion dollar stutt. As I understand 1t, when 
the~ want ten a1111on dollars , instead or going 
and aell1ns it, tbe7 a1mpl~ not1!7 tho RFC the~ 
want ten million dollars and thor have no •••• 

The RPC turne it over to them and t hey loan it. 
Tbat ' a the wa:r I dratted it. 

And oan, ;rou better sit in on thi s thing, and could 
~ou let Bell m&fbe raa1Uarize hllaaolt .... 

I was juat going our it betore I came down. 

I th1Dl< men the l&~r comes over it would be 
belptul it Bell sat in with ;rou trom 11100 o'clock 

on. 

I ' d like to b&VO Dan· 

Ia that ~our interpretation, or 1a that specified, 
that be will got it and he will not be able to 

ea~ not 

Tba t ' a tho W&7 I ~~tt!_!!ci ft~ I ~~~ha ~:~ ~ t the 
wa:r the Pree14ent ....... - h 1aet 
tbe -~ the:r rewrote 1t and aenc it ~er ere 

Diahto 
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Fole)": 

Pol e:r: 

f!hite t 

H, M. Jr t 

Olh1te: 

H. I!,Jrt 
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Under Ed 'a blll, tbe RFC doea nothiDg but tinance 
it; the Secretary ot the TreaaUl'J tlxea the amount 
ct the loan and the rate at wb1oh it h ottered 
to the market . 

Tbat'a the wa)" i t ought to go to the Prealdent, and 
1f Jeaao Jones wants to tight he should tight there. 
I think tbat'a important , Mr. Secretary . 

1lha t ' a tbatt 

That he baa no jur1adict1on over whether the)" abal.l 
uae the IDOna)". 

You don't have to argue with me on it . You don't 
baYe to argue. As I put it - the only change, aa 
I understand it, that the President wants ia on 
where the pool abould be. 

That' a right , you lltt out the !!Dancing corporation 
that we created and we put on in ita place the RPC. 

Well , he' a coming over here at 12t30. But i t Bell 
could alt 1n on thi a thing with Hamilton... . And 
I'll back )"OU up to the l1m1t on tbia thing, that 
the only thing we'll change 1a the moneJ pool.. But 
evel')"thlng elae - because otherwise - the President 
aaid, "Schram 1a going to run it. • Well, he hasn ' t -
he isn't ~·nn1ng it )"at . 

No , and he won't run it, the way Jesse's got it set 
up, becauae the head or the lending agency bas to 
approve it betore the RFC can buy the securities 
that the Public 1'/orks and Highwa)"a and REA and the 
rest or these agencies would purohaaa with the mona)" 
that the RFC would make available. 

It Jesse Jones wants it, :rcu =->" be aura that it 
isn't the same thing. I'd like to trr ~band and 
draw up a one- page memorandum showing why we should 
have the other aet-up. 

It ' s not neceaaal')"• 

I moan that you might give to the President. 

xr you'll talk to h.UI and aee what bappena - i t's 
unnecessary. I mean I talked to the President 
again th1a mornins• I mean the President is 
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Belli 

H, l!,Jrs 

Bell: 

Poley I 

B.at. Jra 

Bells 

Pole:y: 

Bell: 

Dutf1eldt 

Whites 

Pole:ra 
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perteotl7 OCIDaoioua ot the a1tuation, 

Do 70u want tbe NIIJ)OIUiib1l1t7 ot approvb:lg the 
rates to be applied on the loans •d• b7 tbeee 
VU'loua aganoieat 

How did we do it in Coaaod1t:y credit! 

Don't know how thet wae eet up, Those retee are 
fixed b7 the agenoiee - b:y that agene:y . The ratea 
are now t'1xed b7 the RFO tor ita loans . 

We have a t'ol'lllll.a in here, Dan, wlrl.oh George Haae 
wortced up t'or ua which I th1nlc 1a a good formula . 

Wbat waa that? 

Seoretar)' atUl baa to dete1'1111ne 1t within a ranae. 
It takes the rate on the longeat tel'lll governaent 
aecuritiea - not more than that rate and not less 
than the rate on the longeet Treaeur:r note, whioh 
would be a 5-year and a 25-year. 

The two fluctuate eomewhere between 1 , 7 and 2,6 on 
the ourrent averagea. 

I doo 1 t think so. I think it would be aomewh&re 
between three-quarters and 2.35. 

Spread ia uauall:r about the eUie, thaugl1. 

Why should there be an7 11Bdtat1on oo it! 

292 

S.re it 1al •Th~; Department or Agriculture, the 
Public Roads Adllliidstration, the Public 'll'orka 
A&.SnSatration, tbe Rural Blectr1t'1cation Adainia­
tratiOD, and the Corporation (tbat 1a RPC, wbieh 
baa the railroads), abAll carr:r out their r eap<tctive 
tunotions as here1nat'ter provided with a view to 
recovering the coat of the wor~ to be UDdertalcen 
or contracted t'or, or the amount o r t be loan to 
be made, as tbe eaae ma:r be, with in~sreat at • 
rate not 1110re than the :yield to .. turit:y, or, 1t' 
rede ... ble and selling above par, to the redemption 
date, on the longest term baue of Treaaur:r 'bonne, 
lUll not leaa than auoh :yield on the longest tena 
u.- ot Treaaur:r notea, u deteftl1nlld b7 the 
Seoretar)' ot the Treaaur:y, herein called cCIIIIPenaator:r 

intoreat.• 
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Bell : 

Whi te: 
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Poley: 
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And that give a ,-ou • ••• 

You eoo, tho yield on longeet term notes 1a down 
below three-quarters now for f ive 7ears, and the 
rate on tho longest term bond ie about 2 .~5. How, 
you ehould have written in there multiples of one­
eighth, and also written 1n guaranteed securities , 
beoauee if you float a bond ieeue under thie 
authority for thirty or forty yeare, then it aeema 
to me you ought to use that rate. 

But if i t goes through this RPC, ,-ou ean't sell 
more than five years. 

Well , that ' s changed to th1rt7 yeare . 

That's changed 1n rrry bill. It isn't ohanged 1n 
Jeeee's bill. 

I euggested, Mr. Soeretary, that that ought to be 
ehanged to fort)" years, becauee the Perm Security 
and others contemplate tor~y-year loans . I think 
you ought to have the same authority in this . 

Is the authority of the Rl''C 11mited to r ive years 
or has he just made that r egulation! 

That's 11mited to five years. 

Wouldn't that be grounds 1n itself for not giving 
it to the RFCY 

It's been given to the RPC . That decision ••• • 

Row can he tloa t fort,--,-ear loans t 

We'll have to give 
We provide for it. 
it 1n the draft he 

b1lll additional power 1n th1a bill. 
But Jones doeen't provide for 

aublllitted to ua last night . 

Do you auppose it would be good to possibly have 
Wallace and carmody here at 121~0 too, so they 
know what •s going on! 

I think so, because they've cleared the stuff up 
to now and what we are trying to do 1a c&rl')" 
forward with the President's i dea the material 
that the)" have alread)" a pproved. 
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B.II.Jrt 

White a 

!>oleyl 

H, II ,.Trl 

'llhitet 

B,II, .Trt 

KoR: 

H, JJ,Jra 

'llbite I 

H,Joi,Jrt 

Bella 

H,I!,Jra 

White a 

- ., -
I th1Dk - •u haft ~ b- - .Ue lt eulw. 

(OD ~) Se0Nt&r7 Wallace aDd then Ill' • .TobD 
C&1'IIOd7, pl-. 

Tb1a •tter ot rete 1a 1111portant. I ehould Uke 
to e~e, UD.l.eae there ita ea.. goo4 reaaon to the 
oontrar,r, that there should be no reatriotion ot 
the 8eoretal"J111 detel'lll1nlng the rete. 
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Be t1.xe4 lt 1n hla bUl eo that the rate ahoul4n't 
be le.. than ll percent on all the loana, 

I tell 70U - lira. nota ralaee the polnt - I th1Dk 
lt'e a goo4 OD8 - evppoalng - I think •Tbe I can 
get turtbar rith Jesse alooe tban with heYing 
Wallace aDd eu.ocl7 here. It ldght juat lrrltete 
him. r.t '• aee wbat I oan do with him alOM. 

llaJbe 70U oould eee th• before, thle aornlng, 
let thea know wbat 7ou're dolna. 

Ro, aee thea atterwarde, 

I th1Dk lire. note 1a rlght. 

(B ••• .rr. cancels calla to Wallace and CarmodT) 

I th.1nk tbie -tter ot rete, llr. Secretary, 18 •el"J 
t.portant and unleea there 18 •- reaeoo 1lb7 there 
aoald be reatriot1cm, it mould aerel7 aay that 
tba Secretary ot the Trea8Ul'7 deteftllnaB the rate. 

~ lhcluld I determine the rete! I don't do 1t 
tor UD!ted Stetee Bouaing, I don' t do 1t for Home 
Ownere Loan. 

Tbat'• right, you doo 1 t do it tor uq or ~. 

~ ahould I take the onuat 

Beoauae the rate can have a goo4 deal ot lntluenoe 
1ll dete~hether pro~eotp can be undertaken. 
It tbeJ''re go to bp ll aDd &t, that'• ooe thinsJ 
1t you ake it or lt, it'• a ••r;r d1tterent thlns• 
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Fole:r: 

H.Jt . Jr: 

!!ell: 

H, II, J r: 

Wbite: 

Dut1'1elch 

Vlhite: 

H, hl ,Jr : 

Foley: 

H. U. Jr : 

Bell: 

Foley: 

Bell i 

Pol ey: 

Vlhite: 

Poley: 

Bell: 

Ylhi te t 

H. II. Jra 
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Mr. Jonea aaya 1n h1a legiala tion that the ra te 
on all theae loana ahan 1 t be leaa than ~ percent. 
It you do that, 'JOU 1111ght j uat aa well not have 
a bill at all. So unleaa you do it •••• 

No, I don ' t want to do it. I have ver., definite 
reaaona . I don ' t want to do it. 

I certainly don't think 'JOU should do 1t without a 
torllll11a . 

Put the tol'IIIUla in. Put the tormu1a 1n that Baa a 
baa. 

11b;f not have 1t the coat or borrowing to the Govern­
aentf It it1 a tor tort., 7eara, let it be the coat 
to the Government that it haa to pa'J• It i t 1 a tor 
five 7eara, l et i t be the coat tor f ive :rear borrow­
ing. 

You can't always toll. 

You can always tell a t the time you float the loan. 

Doesn ' t United States Housing havo a t ormu1at 

Yea. 

Wbat i a t heir tormulaf 

Ten-year money. 

'1'ba t • a right . 

Going rate on ten- year money. 

It • a halt a percent above the going rate on t .en-year 
mone:r - the laat iaaue or the Treaaur:r . 

Do they alwaya floa t ten- year bondaf 

No , they don't. 

Sell aixt., , but they get ten-:rear mone:r . 

'I'bat ' a all right . 

Tell :rou .mat :rou do . Put 1n there a couple 
put 1n two d11'terent tol"liiUl&a, ac.etbing tba 

ot -
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Poley I 

H. loi. Jr t 

Poley I 

Bell i 

Gaston I 

IYhito t 

H. loi. Jrt 

Ylhite t 

B. IL.Jr t 

notr. t 

Poloyt 

Wh1tet 

H.ll.Jrt 

- II -

'fi'MaU7 - bat I 4oo't -.z~t to pa .. on it. I 
4oo1 t 1D av other oaae. 

Ob, we oen tilt 1t ao that tlw RPO will t1x the 
lntereat rate IIUbJeot to the toNI&l&. But I thlDir 
there ought to be - that there ousht to be a 
tol'IIUl.a &D4 7011 Jut ousht not to 07 tbe rate 
ahan't be leaa than ~ percent or aomething like 
that , beoauaa that will •••• 

Well , we'll do the beat we oan, and 1f I flnd b7 
1100 o'clock we're not getting acmewhare I'll 
Juat aa7, •lll 1'18btt Je .. a , wa 111 Juat have to 
go over and let tbe Prea14ant .. ttla ~· thing. • 

Wall , I th!Dk, llr. Saorat&r7, 1t we ra&ll7 gat lD 
a Jaa .. ,.,_ tbe beat _,. out h to ••7• -.ell, 
7ou aulalt 70U1' b1ll and we'll aublldt our b111 
and we'll ausgeat to the Prea1dant that be put 
1t up to the Attorn117 General , let the Attorna7 
General decide which bill be wants tor tho Prod­
dent. • 

Bow would he knowT 

It'a a .. ttar of pollo7, 1t 1an1 t a matter of law. 

It'• 1111portant enough to tight on, 1t aeema to me. 

Wba.t do 7011 th1nk we '•• bean doing for a 111011thT 

Well, I Jcnow, but attar all, Je888 Jones 1a onl7 
one .an. 

Big -.Do 

'ftlat'a Just a - I -• th1Dit1ng •7ba that would be 
a _,. Gilt. 
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Th1a bill can be ruJ,ned, llr. Saorat&r7, 1n the laat 
111nutea. 
Barz7 I th1Dk 1t 'a YOr'J nice tor 7011 to aa7 th1a 
tb!D&' but 'tlbeD the Praa14ent lD tront of llr. Jonaa 
1a14 down a tolWila, there hn't ~to tight 
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on other than the principle ot the thing. He 
laid down a tor.Ula and I ' ll tight for the 
President ' s tor.Ula to the very bitter end, 
but I can ' t go beyond that . And I'll tell Jones 
t hat there ' e no uee arguing with me - "the Presi­
dent eaid what be wanted and here ' s the bill. " 

But he changed the thing - now • t he only thing 

291 

he did waa to cbLnge the money thing. Jeeae ' e 
got him to agree to that . Beyond that you can't 
fight . Now, I know he stayed behind for at least 
a half hour, and what t h ey eaid I don ' t know. But 
aa f ar ae fighting i e concerned, everybody close 
to the President said a month ago that you couldn ' t 
have any bill, and 7eeterday the Pree1.dent said 
that this 1s the onlJ bill he want ed after the 
money bill; so we •ve been tai.rly auccesetul . 

\'lhi te : Which should give ua courage to keep on. 

H. L!. Jr: Don ' t worry. 

Klotz: Ba ha l Solell l He ' e a fighting Iriohman. 

H. Lt. Jr: Who, Barry' He hasn't got on hi s Scotch tie today. 

T~te : I ' m going to~ another one with Archie ' s fifty 
centa i f I can get one . 

Lochhead : It ' a th1rty cente. 

White: Foreign interest. 

H. II . Jr: What d i d you do , pay income tax on itt 

WcRs They gypped him on the change. 

Lochhead! In the economic division they swi tched the odda 
o.n me . 

H. t:. Jrt 

Poley: 

'llh1tes 

Listen, s ee ing that Harry 1e 1n such a fighting 
mood , l e t him s i t 1n with you. 

Sure . 
Well I think that there i e ro<llll for thia • Wr. 
seo~tary and i t i a doubtleaa what you have 1n 
J&1n4; I t htnk poaaibly what the President •Y 
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11. 11. Jra 

Whi t er 

E.K. Jr: 

-11-

han ha4 1D 111114 ~=~ be t!IGa&ht be ftlll 1 t wlr1nc 
uq 'Y&FJ llubataat chaDce· 811t thea, 1t Jane 
"-· 18 aotnc to taka it, be 111 rv.1D th18 t:bJnc, 
tberetore the tb1Dg to do 18 to tl')' to .Ue tbe 
t .. ue• o1ear 1D the k1lld ot bUl 7011 preeent. 

The oD17 ohaJiae the Preddant -d• 11 u to tbe 
aouroa ot the pool ot oep1tel. That'• tbe oDl)' 
chaD&• I 1a gotnc to alee. That '• t h e oD17 chaJ!ge 
I'• gotnc to ~. 

Now, wUl 7011 Bit 111 with thea a t llrOO o 1 clook. 
Take BuiU.ton apart • 

.t. pleullft. 
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TREASURY DEPARTMENT 

INTER OFI"'CE COMMUNICATION 

OATil 

1111;( 6, 1-

J, B. J'ol q, 1r. 

hr JOV 1.9foma'C:10!1-

.uuobo4 1& a ,...,...orip\ ot ., 'aleplloDe 0011nr&aU011 wUia 

1Gc•or•u11at- tbla an..-. 

polO\ Oil\ t)lat llr, 10U8 told 7"" be oo'lll.d DOt OOM 'b&Ok taaio &n­

'bot1&1l,OI llo waa t .. l1J1& 1U, 
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!ho toUowtac 1e & •aa-~1aa "'- O...ftl ht- •d Mr. 1'01'1)' 

at 4:01 p.a. 011 'l'llllr~, r.&q a, ltsta 

Gllll'IRAL: llello M, tlw PreeiA•t jlln tol4 • a _, eao \bat theft 

11 a d1...,._a «or •• 1 ... 1111 pi"'CNa, u4 11aat ~w 

lOti!': 

wu.ta4 7ft &114 llalltOil w an toaetbn ud 'll)rlt u out. llall , 

\be l'MI14 .. t ab....U..'t ban to be llo\bera4 Ill t .h 1111a ap111. 

We haTe 'be., thr&ahlD& 1t out all 4q. AJJ a •t~er ot taot , 

ft aN •ltitl& llOW tor Jlaa:I.UOG. 

OINIRAL: 1ole1a -u to OOM O'fer to4aT, mel do a lot ot t altlD& 

and tho Prol14.,t 11 jut too Urad. w ban w ••• hia. 

lOt.lfJ o...ftl, Ot.udo llalUOil aa O'f&r tbh .,m1q, u4 11 

OOIIllli 'b&ok ti:Lla aft&rllOOil - ho 11 Oil 11.11 W87 book to 1 .. 

.. now. lloD' t ~'' 411oou.raaa4. All th'lf bATe to do 1o to 

IMI1 •ro1.• I ha ... 4r&tta4 tho 'bill juat Ute,.. tbllllt tbe 

l'MI14•t -ta4 n. h are t1"7llll t o pt qother. 

I dcm • t 1oe all7 rea.eon 'II!IT 1 t lll01ll4 han to 10 'baot to 

tho Pro11d .. t. 

GINER.t.L: I haTo kept J'oulo altlq all afterDOOil0 'but tho Proalcleot 

1a too 4- Urecl to. he ... to llahn to hl.JI. BCI')' 1• 

&leo t1"71D& to 100 t ho Pros14oot . Bo 1111llil to ccou onr. 

lOL!Y: I dcm't tl:L11lk tho SeorotiU'7 nnte to 41aouaa lt. l'o are 

dolD& tho boot .,. can to wort 1t out. I ~lcln' t an 
41ao01lft1&4. 

GMR.AL: Tho Prol14•t wl4 • w oe.11 a.ilton eel rolq - thq 

are 'both la.,..re eel ot aoo4 juGa:act .,4 hen no pollor 

th111&• 1lP their alHTOI - aJl4 tell t- to 'll)r!< tho ti:Lllla 

out eo 1oae1o woul41l't haTe "' coM beck u4 -

Tho Prol14oot juat hal oo c1ea -ch to 4o thot he llloulclll't 

MTe to •cmoctnte 011 th11 ""' th1D& aplll. 

JOLir: All that Doa41 to be dOll• 11 to a•t th• to aar •roo, • I 

thlllk thet w are pr~:r olou to c aar-Dt. 

Gl!N1RAL: u, .. , ,.._. :rou ou d o w an toarihor. Doll' t aq aarti:Lllla 

about rq telllD& rou \bat J'oulo ulot4 t o oo- OTor. 

JOin: I tb1ak w oc .. :rtt U out. 

G!NJRAL: Qoodh)'O U , doll't &a:r 8J17th1D& to Boor:r about 1111'1' ... UODiD& 

that ha &ll4 J'OII10 -ted to ...... OTOJ'o 

lOLITa All rlpt Gelloral - aood'b:r• 11r. 
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GROUP IIEBTIIIO Jul;,- 6, 1939. 
9 130 a . m. 

Pr oaontl 

H. l: . Jr t 

Gravea l 

H. lo!, Jrl 

H. M. Jr: 

lleR: 

H. t: . Jr: 

Bell: 

B. JJ. J r: 

Mr. O&aton 
Mr. Polo;,­
Mra . Klots 
Mr . lloRe;,-nolda 
Mr. Lochhead 
Mr . White 
Mr. Duttield 
Mr. Gi bbons 
Mr . Bell 
Mr. Graves 
ltr. Haaa 

We ean do this thing in two soc tiona, Let •a 
do gonoral TreaoU17 busineae t1rat . 

Harold? 

I have nothing. 

You 1ve got nothing. 

Mac, what have you got? 

Well, I just got an order delegating authorit;,­
to tho Co~troller to si gn temporarily h i s 
appointment&. It delegatee that temporary 
authority. 

~bing elaeT 

Tbat 1 a all I•ve got . 

I havo nothing that can't wait . About (;ornn<>dity 
Credit and so rorth. 

Well , we can • •• • 
Mao, wldlo you and Harold are bore - I don't lmow 
jua t bow to handle tbia - I wish ;,-ou1 d aee Phil 
Y0\1118• He wen·t up on the Hill, and the word he 
brouaJ>t back rrom DouS)1ton 1a that they want a 
rormal. statement of rebuttal on thia taJt-exempt 
buainess, and they wanted either me or Mr. Banos 
to make 1 t. Now , the trouble 1a, Ro:y Blough is 
out of town and •••• 

• 
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Haaa: 

H. II .Jrl 

Graves: 

H. l.t. Jra 

Graves: 

H.U. Jr: 

Han a: 

Pole71 

B. U. Jr: 

Polar: 

H.li. Jrl 
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Ther ' re working on that now. 

All r i ght. How, on thlnlcina it over Herbert, 
I just - I first said to Phil Youna I th ugh 
that I ' d do i t; he aald that t her ' d a li~tlat 
bit rather have me do i t than Hanes . But then 
I began to think of the statement Hanes made 
a t th~ beg1nn1J18; he started the debate . If 
there a goin& to be a rebuttal , he ' d better 
finish it. I'll appoint a committee or KcRe,.nol da 
and - do 70u (Graves) get •••• 

It1a taxeat 

You get 1n on this? 

I haven ' t been 1n on the l egislative branch at 
all . 

All right , than - WcRe,.nolda, Gaston - are 70U 
( Foler J 1n on this T Legiala t i ve . All right , 
McRe,.nolds - are rou in on it, George? 

Jus t s ome or nq b01• worked on it. 

That ' s all right . McReynolds , Haas , Pol ey and 
Gaston will get together this morning and handle 
this thing for me. And Ed. , you better delegate 
a01110bod7, because I need you thia morning on othe r 
th1nga . 'flhatT Just have somebody. . .. But 1f 
Haaa and Gaston ••• • 

Well, Phil Wenchel baa been down everr dq . 

Al.l right . Delegate somebod7• Phil WencheU 

Yea. 
All right. Th1nlc1ng it over, in vi ew of the fact 
that Wr . Banes ' s statement is a little bi t different 
than I would give i t , because 1n rq a tatoment I 
f i rst gave the tax- exempt, then reduce it, but he ' e 
put the thi ngs together 1n the statement - he sai d 
after a conversation with me , of whi ch I have no 
recolleotion; I just can' t remember . So I think 
be ' d better - be s tarted the debate and he ' d better 
oloaa it. But Phil Youna - aomebod7 will have to 
contact Hanes, eo that - and l et Daughton lcnow that 
this thing ia coming along. But I don't want to 
get 1n on it a t th1a stage . 

• 
' 
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Gaston : 

NoR: 

H, ll, Jrl 

Fol ey : 

B. U, Jr: 

Fol eJI 

B, M, Jr: 

Foley: 

!I, U, Jr: 

Folay: 

H,U, Jrl 

Fol&JI 

H,!4, Jra 

Fol&JI 

B, !l, Jr: 

Claeton: 
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They want a r ebuttal to the other ddet 

Be wants somebody to appear betore the Committee -
Just a formal statement, 

Formal statement -:" haYe 1t read, have i t t'1lad, 
an;rthJ.ng . 

Said it would be -re et't'eot1ve 1t 1t was read 
probably Tuesday, next week. 

Yea , 

And it would. be an economic statement rathel' than 
a legal a tatement , Our legal podtion 1a pretty 
good, The Attorney General 1e represented b)' 
Golden Bell, and he put 1n a good statement; and 
Phil Wenchel did 1 t t'or ua on the legal aide. 

Well, thi a 111 econoniet 

Tb1a would be on the economic aida. 

I don ' t aee why Hanes couldn't come back maybe t'cr 
one day. 

LaOuardia a~tid , for inatllnoe, yesterday that it' 
we ta.xed h1a securi tin he waa going to ta.x all 
the 1'81ll eatate the Federlll Government owned 1n 
New Yor k , and he'd collect it; that it' this went 
thro\J8h 1t would 1"U1D all the aamiciplllitiea. 

Her bert, you' 1'8 cnau-n ot' th1a eo-ittea. Go 
to town on it, will yout Somebody'a got to go up 
there , I don't th1nl< we ean aend Roy Blougb up 

thet'8o 

I think 1t' Johrul7 can ' t come back it would be a 
good thing t'or Her ber t to do. 

Well, I'• - aDJtb1ngo 

Be knows llS much about it aa anybody • 

Yee, but •••• 
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Foley: 

Gaston: 

H. l&.Jr: 

Gaston: 

!I. !.I. Jr: 

Gaston: 

!l, I!, Jr: 

Gaston: 

H.!i, Jr: 

Gaston: 

Graveu 

H. tl. Jrs 

Graveu 

ll . lA , Jr: 

Graves: 

B.M.Jr: 

-. -
That 1 a right. 

Thoro ' s a great ignorance on th1e subJect. 

Let - tell you - yea - he answered it. Well, 
an)'WaJ', Herbert 1s ChaiZ'IIIIln or the Colllll1 ttee. 
I don't - I wo\dd put it up to Johnn;f Ranee and 
let b.1m decide. Jly own feeling h, I th1nk it'a 
important enough that ho ohould o011111 back for one 
day and do it. 

Will you handle it, Herbert! 

Yea. 

And will you get hold or Phil Young! 

Yea. 

All right. 
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Incidentally, that editorial - I wanted to tall you -
1n y eaterday'a Hewa - you might tell Walker Stone 
I thought it waa vary nice. 

Yea. It's a little late, 

Well , hia heart 1e 1n the right place. 

Yea , it ia. 

I want to go to town. Well, Harold , you're all right . 
I aea you pocketed Ju.at under nine llllUon dollars 
.t.eaoc1a ted Gaa. 

Yea. 

It ' a all koaher, ia it! 

Yea . 

Good. You know what kosher ia! 

Yea , air. 
.t.l.l right. I hope TOU know and I hope it' a kosher. 
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Gibboruu I wa11 golns to aU: 7ou u 7011 ~mew. 

B,li , Jr l I !mow, but I don't .. t 1t, 

Lochhead: U I ~r rlaht1J, 7ou ban to take the bead 
orr with one out , 

NoR: Tbeae rellowa had to borrow the 110n8J to p&J 80 

I gueaa the7 sot all tbe7 could set, ' 

Klot~ : You didn ' t hear What Archie aaid, did ;rout 

H, ll, Jr : Yea - one out. 

Klotsa Good. 

B,li, Jr: Tb&t'a all rigbt. 

You're (OibboiUI) all rigbtt 

Gibbons: I han nothlns• 

H . ~l. Jra Are JOU all right! 
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Graves: There ia - exauae me - I don't know whether ;rou1re 
eapoo1&ll7 interested 1n that Greenlee inveatisatlon. 

B, li ,Jra Yea. 

O>:aveea The lDdi&na Collector. Our bo;ra 1n adoaso will 
be through with that toda;r . We ahould ban a report 
promptlJ , and 1t 1a soins to be bad. 

H. II. Jra Wheel 

Graves 1 Ver;r , 

B,li,Jra llbat a d&JI 

lloRa 

Veey out. - I Juat talked to tbe Preaident and he 
aaid - I aaid, •Aren ' t 7ou bowed down with all thia 
reepona1b111tJ!• Be aaid, •I juat couldn't aleep 
a wink worr;rins about all the reaponaiblllt, 1n 
tbe handa or one ~. • I'd lo.,. to tell that etor;r, 
but I sue•• I'd better not . 

llel.l, there'• mother thins Harold'• sot onr there; 
I don • t thl.nk he t a ever bad a obanoe to tell 7CIU• 

It'• reall7 runDJ'• 
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ora'l/eas About ' the Italian thingt I tol d bill. 

KcR: Oh, Ton tol d hia. I ' • aorrr. 

Gra,eas 

H, !>I, Jr: 

Klotz : 

YcR: 

H. )l. Jr: 

MeR: 

!I , M,Jrs 

Oibbonas 

H. Y. Jr: 

Gibbons : 

H. li. Jra 

Gibbonas 

R, K, Jrs 

01bbonaa 

!loR: 

Anc1 that 1 a a t i ll going on. 

Well , alfJW&'1• gi'lle ua - llcRernolda baa one root 
in the Ylh1te Bouae, ao he might aa well continue 
to contact thea on thia aide , you aeet Once be 
geta over there, we expect him to deliver ror the 
Treallur'J• 

can•t think o! a good anewer, Wac. 

It ' a perfect - juat ••• • 

Well , you might get up a little - aend a little 
progreas report to "Pa" Wataon, eh, Kact 

All r1gbt . 

You ' re (Gibbone) all r i ghtt 

The onl'1 thing I ' ve got to report - Al Cohn 1s 
coming out for Bruce Barton for Prea1c1ent. 

Well , I al.ays suspected Al was crazy. 

Well , I wrote b1m a letter anc1 aaked him •••• 

Jlow I kn~ it. Or 1a be juat being coaict 

Th1.a -s juat a moving pi c ture ~~~&gazine called 
Script. I don't know who sent a& a copy or it. 
I 1!Ded1a tely wrote hill a abort note and aaked 
hill • •• • (rest or sentence not understood) . 

It you'll get after the Director of tbe Budget -
the Prea1dent sa14 1t we 'll bring it up age1n 
be will again look at the three cutters and fifteen 
plane a. 

You know ho• that happened. 
Smith tol d aa tho next 4ay - I telephoned bill 
1maoc11ately attor TOU told a& , and be said be 
-· taking it back that day. 

' 
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Oibbonll 

lloRI 

B, II, Jrs 

J.loRI 

GibbOIUII 

B,ll, Jrl 
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- ., -
'1'be report I pt - be jut eent lt OYer there 
without a17 o-t. 

Bo, he talked to hia, he told •• 1n great detaU. 

But he haen't done 1t agaln. 

But I haven't talked to h1lll - I'll eee the Dl:reotor 
thll IIO:rnina• 

I'll talk to Mao about lt, 

o. It, Row, let'a eee, bee antbod7 got I!)Jt.b1nst 
I want to go to town on thle . 

I' 11 leave tbia w1th you ( taklng up to B, M, Jr , 
black book). 

Yea. 
It Bell rlll ata;y, and llao and A:roh1e , JOU (Fol e;y) , 
Wb1te , and :rou two gentlemen (Outon and Duffield) 
I want to talk about allver , tb11 Stab. Fund. 

• 

Regraded Unclassified



310 

July 6, 1~9 

At 4:20 today HK,Jr cal led Genera l Watson, and 
seidl "I Just wanted you to know and to pass it along 
to the President that at 3:15 Jeoee Jones called me up 
to say that he was feeling sick and t hat he was going 
to take an hour 's sleep and that hs did not t hink he 
could ge t baok again t oday to sea me and I said I t hought 
it wae important. • Watson said, 'The President said 
let him sleep. • 

HM,Jr then said t o General Watson, 1 I am sure 
we can and I a• Just sticking by what t he President 
wants. I don't blace hiiD, but I did not want the Pres­
ident t o t h ink t hat when he g ives 1118 a Job that I lay 
down on it. Well, as long as t he President understands. 
As I understand it, Hamilton ia on his way over hare now. 
It he does not come over within t he next 10 or 15 minutes 
I will oall h1m myself. But you told Hamilton t o come 
over ? That's ewell! The bill is all read)' Just the 
way the President wants it, but not the way Jesse Jones 
wants it. Jesse Just wants to control it . We will 
deliver. • 

(Hit,Jr said to lire . ll:lot~,atter t he above con­
versation was concluded, all that Watson said was the 
President said 1 Just let Jesse sleep• and that he, Watson, 
called up Hamil t on and ordered hi~ over here . ) 

, 
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!l¥lRANJXll lOR Til nLI 

SubJect • Illterrt .. , re poaeibilltT ot !I<Port-Iaport llaDit 
cHdita to CMJ.., ltll;r 6 between Secreta.,. end 
Cerloa Dartla, to ... r Preaidellt or Ch1l. end 
lOl'MJ' .&abaasador to tbe trnitecl stat .. , end 
Al>ibaJ. .Tar&, Coii8Ul GeDel'al of Ch1lA 1A ... Iorlc, 
&l'l'SIIged on tbe 1111t1&t1Te of Ill'. Drew l'Mraon. 

Dartla Mid that, at tba euaution of the state Dapartaeut, ba 
would lib to dilew~e 1AtonalJT with tba S.creta.,. tba poe.! bill liT nt 
Expart-Iaport Bank cHdita to Ch1l. 1A coDMCtion with the ~ 
reconstruction propou. s. ateted that leeiala tioc recent.l,r baa been 
passed 1A Ch1l. to Mite aY8llahle additioml aolll'Cea of .... ..,... tor .-... 
cooatruction end that a corporation baa been tOl'llecl apec1t1cel.l,r to 
Wldert=Q tbil work. Be 1Jidicated the requirecl C4pitel tor tba corpora­
tion would ba 1A the neighborhood ot $30 111lllona, part ot ohiob would 
be dariYecl t'rOIIl aucb rwenues and part by loana . He said that about 
a2o coilllona would have to be raised by .,.., ot loans, end inquired as 
to the poae1bU1tT ot eredi ta 1A that amount to be .,.eel tor the pur­
oboae ot mtariala 1n tba trnitecl Statee. 
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IC'. llorganthau aaid that the Traa.ury wu 1Atereeted 1A the de­
YOlopcent ot trade between the United statee end South Jmar1C4n countries, 
but thet ba cl14 not kDow what tba poll¢7 of tbe other depertaenta end ot 
the .Adal.niatration - • to.arda credit to Chile. Ill'. Dartla 1nd1cated 
that he bad bad a tuorable reaction tro. tha state DapartMnt, and ac-. 
llorcantbau Mid ba would talk to tba Preaidellt end Ill'· 111&11 about tba 
attar. 

JPO,JR.IBJ 
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tble ... a - tl'c. 'be Pr .. 14en' \o D,Jr, •nu 
JOil epealt 'o • a'boll' 'hlet r.D.JI. • 

312 

Regraded Unclassified



Regraded Unclassified



JR 

Secretary of State, 

llashington, 

70, July 6 , noon. 

GRAY 

Habana 

Dattd July s, 1939 

Rto 1d 12 :45 p , m, 

314 

Department ' s telegram llo , 79, July 5, 7 p .m. 

Sub- t reasurer s tates that Oovtrnment has accumulated 

6bout ~oo,ooo of which ~125 ,000 will be required July B 

for foreign debt service , He aeys GovErnMent bas no 

intention of accumulat i ng dollars in cxor.os of its 

imm Edi ate future requirements . So far the Government bas 

sold nonc of the accumul~ted dollar exchange, 

~OIIT 

I . 
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Scnrttary of StatE, 

Washinston, 

70, July 6 , noon . 

ORAY 

Habana 

Dated July 6, 1939 

Rrn'd 12 : 45 p , m, 

315 

Dtpo.rtmEnt 1s tElEgram llo, 79, July 5, 7 P•"'•. 

Sub- trEasurEr s tatEs that Oovtrt~tnt has accumulnttd 

about ~oo, ooo of which 0125 , 000 \1111 bE rEquirEd July a 
for forEign dEbt sErvicE . Ht says Oovtrnmtnt has no 

intEnt i on of accumulating dollars in txntss of its 

immtdiQtE fUturE r£qu1rtmEnts . So far thE Gov ErnmEnt has 

sold nonE of thE accumul~ttd dollar exchAnge, 
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Seorctar~ ot State, 

Washington. 

72, Jul~ 6 , 2 p .'m. 

Dated Jul~ 6 , 1939 

Rrc 1d 5103 p.m. 

Departmmt: a tdcgram llo. 77, Jul~ 2, 5 p. m. 

l"ollow1.ng points agreed to tenta!.l vel:; at Cab1nzt 

meeting ~tsterday: 

Onto To as".c Congress to talte steps to protect thE 

peso. 

316 

Two . To ask Gongrrss to enact lEgislation making 

dollar obligations payablE in pesos . Our informant men­

tioned in tElEgram No. sa, July 1, 1 p. m. beliEVES that thE 

Government don not now have in mind makins such a pro­

vision rrtroooti~. 

Three. To refrain trom ordering thE 15, 000, 000 peso 

coinage and instead to enact ncorssa~ tax legislation. 

Pour. To request the Congress to reestablish strYior 

on the gold obligations . 

Five. To reply to the United State• proposals in con-

nrotion with trade agreement negotiations. 
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ThE President ' s messase referred to bas been published 

and is vague and genEral. The President continues t o at­

tribute the disc~unt on the peeo to speculation. 

Among othEr proposals reportedly made to the Govern­

ment io a measure r equi ring that a h1ghrr per cent or ex­

chllngE derived from expor t s be deposited with thE Govern• 

ment in EXChangE for pesos ot par. 

ThE d1~>count on thE pno dropped t his morning to 

opproximo.te:..y '7% 1d th negligible ot fn·inga nf p;:sos . Tbia 

improvement is ottributed to the Cobinet 'o decisions to 

rrtroin trom ord~r1ng the new pcoo coinage and to propose 

ntw tax lc~islation. 

With refer encE to the possible effect on Ameri can in• 

tcrcsts in Cuba of the enactment or a provision making 

dollar obligations payablE in pesos I consider, after con• 

eultat1on with thE CommErcial AttachE and thE ConsulatE 

General , that for thE Cuban Government to enact such a pro­

vie1on would greatly increase tbe already serious d&l:lllgE 

to Cuba ' s credit structure. It thE provision were to be 

mode rEtroo.ctivc I consider thOt thE effect would be dis• 

ostroua . 
The Committe£ to consider th£ morotorium lcgisloti on 

hoe given out no intoxl.bo.<t!ono 

WRIGHT 

JRL:NPL 
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Srorctary of State , 

Washinaton. 

72, July 61 2 p . m. 

GRAY 

R#.BANA 

»&ted July s , 19~9 

Ree 1d 5:03p.m. 

DepartmEnt: s t clrgram No. 77 1 July 2 1 5 p. m. 

I'ollowina ~ointo agreed to tcnta~l v£1;; at C&b1m:t 

mcetina yesterday: 
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Onto To a3;c Congress to takE steps to protect thE 

ptao. 

Two. To ask aongrcss to Enact legislation making 

dollar obligat1ono payable in puoo. Our 1nCorm·:nt mtn­

t i onrd in telEgram No. 68, July 11 1 p. m. belltvts thnt thE 

GovernmEnt dote not now have in nd.nd making ouch a pro­

vioion retrocctr.'e:. 

ThrEEe To refrain from orderi ng thE 15, 000, 000 peso 

coinagE and 1notrad to enact nEcEssary tax lrgislation . 

Four. To rcquut thE Congrns to rustabllsh str ... ic£ 

on thE gold obligations . 

PiVEe To r eply to thE UnitEd Statr• proposals in con-

nrotion with trad e agreement nrgotiationo . 
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- 2• #72, Ju1y 6 1 2 p. m., trom Habana 

ThE President's mEssaaE rtftrrtd to has been publishEd 

and is vaguE and general. ThE President continues to at• 

tribute thE disco~t on the peso to speculation. 

Among other Proposals r eportedly made to thE Govern• 

mcnt is a measure requiring that a h1gbrr per cent of Ex­

cbD.ngE derived from exports bt dtpcai ted with th·: Govern­

m£nt in cxcbD.ngE for pesos at par. 

ThE d,.bcount on thE peso drOppEd this morning to 

opproximD.tc:..y 7% ..-1 th negligiblE offn·ings <>f J'Zsos . This 

improvement is attributed to thE Cobinct •a decisions to 

r efrain from ordcriD6 the new pcoo coinagE and to propose 

new tax lt~islation. 

With r eference t o the possible effect on AmErican i n• 

tcreats in Cuba of t he enactment or a prov~sion making 

dollar obligations payablE in pesos I consider, artcr con­

sultation with thE CommErcial Attache and th£ ConsulatE 

General , that for the Cuban Oovcrnmrnt to Enact such a pro­

vision would greatly increase tht already acr1oua damagt: 

to Cuba's credit structurE . If thE provision wer t to bE 

mcdt r c tronctivt I considEr that thE effect would bE dis• 

o.str oua . 
ThE Oommi ttcc to consider the mol'o.torium ltgislo.tion 

bD.s gi vcn out no infO"!JJl~opi 

WRIGHT 
pr 

JRL:NPL 
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Preaents 

Jlr, Jeidele 
Dr. 1lb1 te 

HJI.Jr: You are a tull-tle4gtd Acer1can banker. 

320 

!lr. Jeidele: I aJil now an .\Mr1oan banker of a 
peculiar type, who ia not oritioiz1ng the Adainiatr ation. 

HJI.Jr: ReaU.y! I read all about you in Tiee 

Magazine. 

llr. Je1delt: That' a terrible! 

~ .Jr1 Ia itT I thought it waa good f or you, 
better you than La~ard Freree. 

that 

Mr. Jeideltl I like to be away from publ1o1ty. 

HJI,tr: Away from public i tJT How e>an JOU do 
i t e United Stateet 

...,. 
would 

llr• Jeidelo: A banker ought to, generaU.Y· 

~~ I know a M1niater or Ftnan<>e should, anJ­
~I would mGb r ather eae you t~ than I 
ban yeate~· !odaJ' our 110ney bi ll 11 paned. 

~· J~lll It'• b8aut1tul! I t' e a rtllllrltable 
tlllng n a ; oountrJ nerybod)' reall entitled t o 
oritioi&e .. ttere esolutiYBlY from a pol1tioal point 
of Ti8W· low there Un' t &111 eub8ot about whl<>h there 
would ba'l'e to be wuanillltY a111ong people of eome oompe­
tenoe. I ha4 a night watol:uD&JI in lilY garden 1n OermaDJ 
all t he t~ and neYerueed b1a; ne'l'er needed b1m be­
oauee be ... there . If it had b800II8 known that I had 
no night •tobMD no longer, then I would haTe needed 

Regraded Unclassified



321 

-2-

him quickly. I t r y to explain it to people who 
take a decided view right from the begining in a 
critical direction t hat i t 's an impossi ble aitua­
t~on to allow England to get an export subsidy of 
~without any difficulty, to create an export 
subsidy by lowering the value a little. Of course 
you would not like to negotiate a oommeroial treaty 
wl th England on that . It' e much better to have the 
power to change currency somewhat. It's the one 
ideal instrument wh1eh, if one has it, they don't 
have to use it. 

HK,Jr: You appreciate the power that I have; 
powers far in excess of that; that I can buy gold 
at any price. 

Mr Jeidsls: Well, I know that, but wouldn't 
the New York Times had an article about it in which 
they emphasized Just th1a point , but if you would buy 
gold at a higher price everybody would have to pay his 
own obligations in t he currency dollar, woul·dn' t he? 

Dr· White : I n the same dollar. 

IW ,Jr: We went all through that 

Ur· J eidele : • ••• before you made it a law. 

IW,Jr· Yes. We went through that in 19;)3 when 
we atarted gold at i~0 . 67 and brought it up to $35.00 
and we paned the Gold Reserve Aot in 19M legitimatizing 
what we have done. 

Mr. Je1dels: Yea, but Jus t legitimatizing. 

HK Jr: I don ' t know whether you saw the statement 
I made l~at week that it th18 did not paae , we would go 
baok to 19~ and that ' s what we would. 

Mr. Jeidelt: I think the New York Ti mes article 
was a well writt en article whioh was entirely mislead-
ing. 

HK.Jr: There are tew people in Jew York who know 

• 
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a l1ttle about money and they know that the unoer­
tainty would ~e tar areater beoauae t hia w&)' we are 
limited to 1~. We have not used it tor over 5 
years and the longer you don't uae it the more ditti­
oult it le to uae it . 
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Kr• Jiidele: It ie remarkable how politioally 
minded peop e are it they are in oppoeitlon. That 
propensity ot people la something retreehlng. I 
pereon&lly l11te the atmosphere, but it blinde the 
people who ought to know that thla raatter, &~:~ong bankers, 
la one beyond oont.r oversy. I can understand that one 
diaouaeee the eilver polioy beoauae on that aatter one 
can have a different oplnlon. Are you now tree to 
buy ailver trom all countrieaT 

RJI£Jr: Now we operate and will operate , and did 
ope rat oday, under the Silver Purchase Act ot 1934 
whloh direota ue to buy silver until one ot two things 
happene , one monetary atoolta, or $1.29, and under that 
authority at 12 o'oloolt we fixed the price at 36.75 tor 
today. For tod&)' · 

~ •• Jtidele: Is it possible, it 1 may aelt, to 
buy o newly mined silver in t he reat of t he worldT 

t'f·Jr: No. You mean, could we limlt ourselves 
t o tb& You see, the t hlng ia thla, llr. Jeidela. I 
don't know how much you are tam111ar with our practice. 
You aee, we make the foreign silver holders run their 
ailver through our ret1ner1ea and we give them tlve 
aontha to do it, in order to get bueineee t or our re­
tineriea. After it's run through our refineries and 
delivered to ua 99. 5 tine, I put =1 head in the sand 
and a&)' I don ' t know who t hie a11ver belongs to, be­
oauaa the queatlon I am aekad every daY ie how 111.1oh 
Mexioan allver are you buying and I anawer I don't know 
beoauae ailYer ie delivered to ua trom American ret1ner­
iee . Whether it's newlY mined, or Chineee coine1 ooine 
trom 81 .. or Indo-China, or wherever it 11 , I don t know 
and it would be very, very difficult to make the die­
tinction because 1t we dld, then we might be dleposed 
to bu, Canadian a1lver and not Mexican e1lver, or we 
111ght •ant to buy Chlneae ooina and not buy 101111 other 
kind. We would be in terrible hot water. 
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Ur . Jeidale: I diacuaaed thia matte r some time 
ago with Mr. Parnell of the American Smelting and Re­
finery Company, who is ex 'e r ienoed in theee matters 
and we both felt if one wanted to get away trom buytng 
more silver than at present, t he influence on the price 
or silver would be somewhat different as long aa one 
buys newly mined silver, because that has to find a 
market even if it is sold at almost nothing. 

323 

KM.Jr: True! But let's eay we wanted to do it 
and t hey delivered these bars to ua. It would be al­
most impoasible to d1stinguiah between -- how do we 
know that the silver is really mined in Peru or if we 
put in a regulation that t he Japanese could not eh1p to 
Peru and t hen up here and the queation comes up,on the 
question of the Japanese let's say t hey start eend1ng 
us silver in Tientsin. Lots Of ailver in Tientsin, and 
that's one of the t hings t hey are after. 25,000,000 
ounces. Isn't that right? 

Dr. !h1te: $10,000,000 worth. About that . 

HU.Jr; • ••• in the banks, and t hat's one of the 
th i ngs they are atter. 

Ur. Je1dele: I did not get over t his point how 
to make the technical d1etinotion. 

Dr. White : So easy to •• loae identi t y of the 
silver by putting it through the aame proeeee. 

KM.Jr: They would run that Tientsin silver over 
t o Rothseh1ld 'e 1n London a nd Rotheehild would not turn 
down the business and then t hey send it over here and 
t hen send it through another refinery here Just to make 
sure. 

" J d 1 It's technically not possible • .. r. ei e a : 
HW.Jr: Can I aak you a oouple ot questions. 

Mr. Je1dels: Please. 

tor 
t t do a little crystal gazing HW.Jr Do you wan o 

me on urope? 
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!r• Jelde~e: I am going to Europe on the 
12th; next wee • 

IUI.Jr: On t he Normandle? 

Yr. Jeldela: Yea. Which eeeme to expreaa an 
oplnlon that nothing might happen, but lt doee not 
expreae that op1n1on. I haven't one, I am sorry to 
aay • I feel that there 1a going to be a conth ot 
suspense . Now of course Germany cannot really at­
ford to go to war before lt haa brought the harvest 
ln. 

IUI ,Jr: 
a blg word. 

When you apeak of harvest, that 1a suoh 
You say harveet. 

Kr . Jeidela: I can tell you ho. much it ia. 
It 11 2i,ooo,ooo tons of grain. 

IUI ,Jr: You are talking about wheat? 

pr. !h1te: Rye wheat. 

IUI.Jr: When does 1t begint 

324 

~. Jeidels: If it 1s not raining ln July it 
ie finished by the end of July. It lt i s rany, and 
every day of rains puts 1t off three or four days be­
cauae 1t has to dry again, eo it goes into August. 
Somet1mea 1t lasts until the middle of August. Scarcely 
ever longer, because the ollaate 11 practically the 
aame all through the country. And 1t1 a a quantity ot 
about 25,000,000 tons. 

Dr. !h1te: Is it a question ot transportation 
fac111t1es or labor used 1n gathering! 

Kr. Je1d~s: Labor. Agricultural labor tor 
harTeetlng. ricultural labor le an eaaent1al part 
ot the Army eo lt 1s 1n April~ IJarch or April, where 
the same problem really exlsta. 

!!!!a: Sowlngt 

Mr· Je1dele: Yee . Becauae one needs aowing 
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and one neelie agricultural labor to create a crop 
in that year . Still something might haopen i f 
there are sufficient stocks or f ood avaiiable and 
t he re 1 I think , the position or Germany is rather 
fa vorable at thi s time. 

Hl! .Jr: On her crops? 

225 

J.!r . Jeidels : . Yes. I would eatimn.te last year's 
carry- o•ter "ae about 4,000,000 t ons, and this year I 
would say about 6 to B mill i on tons, which is about three 
months' supply . So I don ' t at leaet aay it's something 
tha t is going to happen during July because ! . could never 
know, but I thi nk Germany tries t o postpone it. The 
fact is that I really have no opinion which is or any 
value, because an observer can only s elect the facts . 

Dr. White : Does it end arbitrarily in August or 
does it begin to taper orr in J uly? • 

l.!r . J eidels: The end or July; first of August. 
It ' s a critical period because then only two cr ops r e­
main . That ' s sugar beets and potatoes. Potato6s is 
very s imple . I t i s an enormous quantity, about 
50 million t ons . That could be harvested by chi ldren 
and by women. It's practically harvested by women and 
children. Somewhat more difficult is the auger crop 
because the sugar crop requires careful handling. The 
t wo ends have t o be chopped ott and it'a properly done 
by men. That's t he harvest-- which is, after all, only 
a certain part or the country end whatever can be or­
gani~ed i s g oing to be organi~ed in Germany. 

HJ.l , Jr: Do you attach li!Uch aisniflcance t o this 
exchange or population in the Italian Tyrol? 

Mr. J e i dels: Not too much , because it concerns 
about 5,000 people. 

HK,Jr: Is that all? 

Mr Jeidels" Yes, out ~l about 200,000 people . 
The Italian Gover~ment allowed j:l8pulat1on or that south 
Tyrol ian ot that Italian Tyrol, t o r emain Austrians. 
They oouio not remain Germane or Frenoh , but Austrians. 

.. 
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The Auatr1ana b&YI now beooma autoaat1oall7 Oermana 
and thua 5,000 people, who are people who han rela­
tiYal ar another far• north of t he Breenar Pa11 it' a 
aignUioant 1n 1taalt, rather a1gn1t1oant, beoaUa 
the Ital1ana a1Bbt tey t o gat aoae 1:10re of thoae Geraana 
out of tha oountey bJ exchange. It 1e not apt to do 
it beoauae nonh of the Brenner Paea and South the tar•• 
are alaoat ot a8 great a d1tterenoe aa between hell and 
hea•an. One i8 beautiful aouthern climate and the 
other is drearJ, ra1n:y, ateerable kind ot weather. So 
I don't t hink it w1ll go so tar. 

Altogether the a1tuat i on is aerioua. I wouldn't 
aa;y more, but I don't th1nlt I would 8&7 le11. 

HM,Jr: 8er1ou•t 

!lr. Je1dela: 8erioue with regard t o war. 

HM.Jr: You aean war in £urope7 

~· J eidtla: War in Europe. It ia aer1oue. It 
i8 not opeleaa, but it 1a 8tr1ous. Opinion does not 
count at the preaent moment a8 long as one doea not know 
what Hitler wanta. That's an entirely unique situation, 
the tir8t e1noe the Napoleon era . There it happened too. 
None of the oountr1ea wiahee to make a war of aggren1on. 
OnlJ Gera&ll1 and 1ta broad threat• •.. 

Hll.Jrl How IIUOh doll 
eoonoaioa of hil country. 
all oonao10UIIt 

Mr. Hitler oare about the 
Ie he at all interested, at 

llr J 1 I th1nlt h i. Oon.o1ou •• •ea·, 
• a1fa 11 e , 

11 alao oonao oua of the unbloodJ weapone he usee • 
the reat of the world nerYoua. 

IPl~l 
nerYOI&.,---

Ian't he making h11 own buainea8 men pretty 

Ir JtldflJI I th1nlt the Qeraan eooncaloa 1e at1ll 
oua4 'lben had the honor ot aedng you ttrat, I eJt-

:Z..aa~ that .uw and I think 1t 11 at1ll tN•· 

fba ~ recant atYalopaanta are part1oularlY auoh 
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which interest you more t h8n anybody. 
financial system. 

HK,Jr: The tax oertifioatee? 

That' a the new 

Mr. Jeidels: Yes. Tax oertificatea or wh1 h 
one 1e going to be el1m1nat fd Now th ' c 
iaaue only one of the t&Xrt r+s8felill :ri!i~~~i~geto 
one that givea you an allowance on your income tax. 

HK,Jr: That 1a going to be el1m1nated7 
' 

Wr. Jeidela: But juat the tax anticipation. The 
other you would not allow tax participation tor three 
years -- 6 months or so,kind or working capital. I 
have tried to study t hese tax certificates or ao~ or 
your States and ~nicipe.lities, but they are quite dif­
ferent. It is quite a harmless institution on the 
whole, but these tax anticipation certificates I would 
estimate about 4 billion marks will be issued during the 
next year. 

HM,Jr: Gold marks? 

Kr. Jeidels: Yea. 
gol d l!ll\rks. That is one 
thing is increased hours. 

HK,Jr: or work? 

In Germany , the value of 
new thing. The aecond new 

Wr. Jeidels: or work. And that has two very 
remarkAble effects. That's a really interesting matter. 
The one effect is that the workman coces hone with ~ore 
wagea in h1s pocket. That ninth hour bri~s him, nets 
him a certain acount. It a workman increases his wages 
by getting more wages for the Gam& kind of work, he will 
probably consume it, probably buy •~• clothes or some 
semi-luxury , but if he has to work an hour more, the 
ninth hour, ot course, exhausts the body more than the 
eighth or the seventh. He wants some more food and 
t hat food is not available. There is increased desire 
to a certain extent the desire of buying food, and the 
quantity of rood ha~ not increased. The eecond inter­
eating thing is the seventh hour •••.• 
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Hll.Jr: When you say nlnth hour , they have been 
working more than elght. 

Nr• Jeldels: Working more than eight since about 
six or nlne months . 

Hll ,Jr: It must be the tenth hour. 

Mr. Jeidels: Ninth or tenth how·. The tenth 
hour is worse than the ninth. Now genero.l.ly one es­
timates that any Ger~n wagee contain about 1~ foreign 
exchange, in forma ot cotton clothing, or food, but 
the nintq hour or the tenth hour probably contains at 
least ?~ ot that because it will require solidified 
kind ot meat roods, stimulants. T~At explains to me 
the very unfortunate foreign exchange situati on or 
Germany. The foreign exchange situation is certainly 
going from bad to worse in Germany. No question about 
that . The Austrian gold, the Cteohoalovakian foreign 
exchange has been consumed entirely. Czeohomoravia 
is put on a di et or raw materials and luxurr goods -­
no coffee i n Czeohomoravla because they don t get 
foreign exchange . The ootree situation is suoh my 
wife received tour letters in one week asking her to 
send ootree to Germany. That's the ninth hour . 

Hll ,Jr: Excuse me , are you permitted to do that? 

Mr. Jeidela: One is allowed to send two pounds 
a month as a g1tt. But that waa ao..eth1ng which did 
not happen during the last s i x years and tlult 1 s prin­
cipally due to the necessity or the workman c021ng 
h ome after nine or ten houra or work. He needa food, 
stimulants -- that ie, oottee. Tobaooo too, which 
also oomea trom abroad, and t he foreign exchange that 
last hour or t he last two hours cost a an enormous amount 
or foreign exchange. 

Theee are really the three interesting things 
that happen in Germany, bu t that ' s all . That is, 
tax antio1pat1on oert1fioates as a med ium of public 
financing and the additional wages clamoring for some 
quantity of rood and great foreign exchange cos~ tor 
the ni nth and tenth hours. That aeems to be t e 
change i n the e1tuat1on. 
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Hll.Jrz What h Ger,..ny go1 t d • 
change ie the difference i ng ° Co The big 
Laet year Italv owed n her poa1t1on with Italy, 
owee Italy. ' Germany and th1a Yellr Germa~ 

Mr· Je1~ela: That 1& changed. Last ear th 
import of Ita ian labor helped to balance tha{ accou:t 
and now Ger-ny owea Italy . It gets trom Itdy what­
enr ie aY&1lable fro:~~ all oountriee and that explaina 
thh amount ot gold which Geroany hat received and con­
eumed; doee not eXPlain the foreign exchange picture. 
One muat add to 1 t the 1noreaaed debt or Oetaan7 in 
thoee Yar1oue clearing aooounta . It owee now to 
Holland about 45 111111on guilders; a conaiderable 
uount to Denmark and now owes,in add1tion,to Italy. 

Hll .Jr: It owea through the Balltahaf 

Mr• Jeidels: Yea. The Balltane 1e a rather 
different position because there one has to do that 
a oaee ot auoh low purchasing power that the payment 
tor oil or wheat or corn through manufactured goode 
doee not functi on. There are three kinds of goode. 
Eaoh oountt)', 11lte Roumania, buy a from the United 
States in spite or the tact the United States ia buy-
ing practically nothing. I do not ltnow what they 
could but· But road seta and automobiles and moYing 
pioturee in Buohateat are almost all or A=erioan origin. 
Now with road eets I auppoae they oould do with German 
eete. With automobiles t hey oould not because the 
countt)' wh1oh has only about :5 ,000 &1lea or alddle roads, 
payed roads, one cannot use theee small German cars. 
Only a good strong American car can be used t or those 
eand1 roads. And with moving picturea, one can't put 
a policeman in tront of a •oving pi cture and tell the 
people •out ot patriotiem, ,eo GertMny can aell ita 
wheat , people should go to eae German moving pictures'· 
That ' e the same with barter countries with low purchas­
ing power. I t ge t s finally to large bueineas, business 
which i e Government supported, to build, say, roads, 
port extensions, large water power installation, and 
that i a , i t you permit me to expreea something about 
Aaeri oan pol icy in that oonneotion, I wonder one could 
not pr opoee 1n order to meet that, go oYer a little more 
to export ~anteea, not co export financing, but export 
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~:~~~~·:!it!;~• on0t hehaGerman pattern than on the 
• ne a to do something in th1 

country to meet, not to imitate, but to meet that
8 

German ayotem which worka very perteotly tor lar e 
aoale work in which a Government ia interested g 
Eleotrio works. • 

HK ,Jr: You meari guaranteeing • •••• 

Mr. Jeidela: • •• guaranteeing the export bua1-
neaa. 

lUi ,Jr: That 1 s what we are doing in the We at 
Indiea with J. G. Yh.1te -- wh1oh leland is that? 

Dr. White: Haiti, or Santo Domingo. 

HK .Jr: Haiti. We have done that 
in d ireot oompetitlon against Germany. 
Haiti . 

$5,000,000 -­
I guess it's 

Dr. White: We went into the guarantee business 
about two years ago. 

HM,Jr: I don't like i t. 

Mr· Jeidels : It baa t he great advantage of com­
bining t he interest of the exporter with the publ.1c in­
tereet . It makes it poaaible t or t he exporter to 
finance himself, not to require Government financing . 
I intended, when I go t o England, I wanted t o ask 
Mr. , 'lfi t h whom I have dl.l ouaaed t hese matters 
very often, to ask h1m a little bow the Engli sh system 
worke, wh1oh they have practically developed 1n the last 
year and a halt . 

HK.Jr: I think the nicest thing we have is what 
we have with the Chinese Government. I don't know 
whether you are familiar .tth thatf 

Mr. Jeidels: Not 1n detail. 

}Ul ,J~: The one we bave worked out w1 th the 
Chineae, e Export-Import Bank g1vee it a $25,000,000 
credit t o the Un i versal Trading Corporat ion, which is 
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organized under tbe State of llew Yol'lt. There 1e 
a Board of Direct ora with an American managers and 
Americana on the Board. This ie ownsd by the Chinese 
Government. They do all their buying here and we ex­
tend the ore41t to th1a corporation and then they buy 
whatever they need-- trucke, gasoline, cotton, oil, 
eto. We know what they are buying. We aaaiat them, 
make eure they get the beat price• and everything .elae, 
and then 1n turn tb1s corporation oontrole the tung oil. 

Ur. Je1dtla: The tung o11 wh1ch ooc1ee oftr here. 

KK.Jr: lfhich co~~es over here and they sell that 
at a r a te today which is lower than it il aell1ng in 
Hong J:ong. That has worked out beautifully and that 
wa1 eometb1ng I was very muoh interested 1n &nd I hOpe 
in conneotion with some of the South Amer1oan countries 
we oan follow that pattern. 

Ur. Jeidels: I think so. Yea. 

tol .Jr: Because that was somewhat the way Amtorg 
was 1et up originally . But this thing has worked out 
beautifully and tben the money they uae we know is spent 
with American manufacturers. If they want to get 
oredit -- they do sometime• get credit, part trom the 
~~~anufaoturer direct. 

llr. Je14e1o: 1 think it 1a an excellent system 

t or certain oases. 
l know. The other tb1ng 1s awful• 

pr. Jhite: The other idea, which llr. Jeidels 
had il 1ome11hat eltin to what yOIJ. are interested in 
exc~pt the torm of guarantee takee a aomewhat d1fterent 
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torm than you envisaged. 
lUI J • we did u-.ctlY what you are talking about 

in Hai~· Now the British, on the other bend, with the 
Ohine1e put all their monhaey ~t~n~h! :!n!r;~1~'i!oi:e!~-
tbea on their for eign exc nD-
ing to be a rat hole. 

lk· Je14tla: 
That il finiahed· 
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Hf~Jr : Our money , on the other hand necy 
dollar Y get trom ue ie spent ln the United States. 
It I 11181 NO" 10 without being iuodeet, I thinlt our 
money -- we get at least 10~ in return tor the manu­
facturers and we haYe all the tung oil in the control 
ot Chiang-la1-ahek tied up. 

ft· Jeidela: In the case ot China, a complicated 
oaee , t eeema a perreot solution. 

HK.Jr: It ' s a coat compli cated caae and it1 a 
worlti~ beautitullJ, but so"'e ot theae big publ1o works 
t h1nge -- goOd example 1e Chile. Juet bow that will 
work out -- I guess we will have German c0Cipet1t1cn t here 
aplenty . Take South America, where we are more than 
holding our own; so are the Germane, and the people who 
are losing business are the £ngli~. 

Mr• Jeidela: Yea. England. 

HK.Jr: It there is a proJect down there, t hey 
would compete with us Juat as though we were Germans 
or Italians. It has not yet got through their head. 

(At th1a point, the Secretary answered the White 
Houae ' telepbone. Forster told h1m the President had 
signed the Monetary Bill.) 

!lr. Jeide l.ft! You are buay. ~ heartiest eon-
gratulations. allY, everybOdY ought to be gratified 
about it. 

HK Jr: I wj,eh that more people trom down town 
New Yorlt ' understood it beoauae things are eo 41tt1cult 
and 1r a cme or the people down there -- atter all, th1a 
ie their Government , but eometimea they torget it. 

Mr• Je idela: I talked to two or three ardent 
Republicans at lunch and I thinlt I convinced t~~~1that 
some meaeurea cannot be politloat· th~!si;t~ ot the 
wh1oh was a beautifUl bildlb-t ~~g~oiouep in politics. 
country to be goodnature u r ' 

again. 

~- ~ in the tal l, drop in !!!!...itl When you coiDII ... a~ 

oOo-oOo 
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H!!Jr: 

Robert 
Wagner: 

IIMJr: 

If: 

HJ.!Jr: 

V: 

IIMJr: 

V: 

Hl!Jr: 

W: 

Hl!Jr: 

\1: 

HJ.!Jr: 

If: 

IIMJr: 

li: 

IDlJr: 

1i: 

lll!.Tr: 

Bello. 

He l l o . 

Hell~ , Bobt 

Yee, Henr:r. 

I Juet want t o eay, 'Thank you.• 

Jul:r 6 . 19) 9 
! :55 &.!1. 
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Ob, t hat ' e O. I . 
t hat tbie :rear. 

Say, don't g1Ye ue another one like 
liaH until next )'ear. 

I gaore 1t to ;rout 

Yell , we o~e out all right. It was tine. 

Yeah. 

Ot oouree, that silorer thing, you know, was a kind or a 
diegraoetul exhibition, but -- eo there l t ls. Well, 1 
I ' m awt ull)' glad. I tell you, I -- I -- I wanted -- 1 
would have been ver y unfortunat e tor t he President to 
re eent • . .... 

Ob, it would have been terrible. 

You know -- 1 mean, the)' would have utilized it. Ve'Te 
got some damn dielo)'&l tellove in our ranks. 

Ye~. 

Ve•n got to do the beat we oan. 

llo, 1 tblnlt ;rou made a aagn1t1oent tight and I want t o •••.• 

1 tbinlt r eally, when 1t -- I've been t b1nltlng ot that 
tb1e aorn1ng - - we managed 1t all right. I oean, ve had 
a Ter:r ditti oult a1 tuatlon. I think it vas managed all 
r1gllt. 

Yeah. Well , I t b1nlt • ••.•• 

ITerytbing'• t ine, and )'Our preee apeeoh 1e upheld , you 
knoW. 
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Your pre•• IIJ)eeoh, I 88y • •••••• 

Yea . Yeah, t hat ' e r1gbt . 

Yeah. 

That ' a right . 

Well ••.••• 

Tbat I •••••••• 
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Henry, did anything -- do you eU!)l)O&e that 1t' tbis had 
been delayed a month or two eometh1ng 1111ght baTe happened 
with the other countrieet 

Oh, I t hink t here's an excellent chance. 

Yeah. 

That -- t hat they vould have taken adTantage or our 
11 tua tion. 

Yeah. That was t ine , Henry. 

May I ask you one thing? 

Yeah. 

Do you have there th1e lifting thie petition on the 
45 billion debt? I don ' t t hink t hat ever passed, did it? 

Vho h&e it -- who has charge or i tt Well, Harrison has 
charge or it. 

I!MJr: Vhot 

W: 

I!J.IJr: 

W: 

HMJr : 

W: 

HMJr: 

W: 

Harrieon. Well ••••••. 

Oh, t hat ' • right. I forgot . 

•• •..• va paeee~ .nat in t he Senate. 

'that 1 e right . 

Ve paued that in the senate. 

No, it had t hat r.v.A. amen~ent . 

Vh1oh amendaentt 
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li: 

Hl!Jr: 

li: 

/D~Jr: 

'J : 

P.J.~Jr: 

V: 

HI!Jr: 

W: 

ID!Jr: 

ID!Jr: 
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!hat f . V . A • .. endaent, you know, -- tor a hUDdred 111ll1on 
dollare they etuolt on that f. V. -- Senator lorrla 414. 

Oh, ;ree. Oh, that • • r1ght. 

I don't think • •• ; • • . 

Tbat 1 1 et111 1n oonterenoe, 

Yeab. But that-- that's Pat Harr1aon, 1an•t 1tt 

Yeah, that's Pat Harrison; yeah. 

Vell, I - - I vben I tb1nlt or coney I th1nlt o! you. 

( Laugbe) Yeah. Vell • •••.• 

Yell • • • ••• 

r1 ne, Henr:r. 

All r1ght. Ir there's anything I oan do, let me know• 

Oh, well, I know that. !'bank you very much, Henry. 

o. lt. 
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P.obert 
Wagner: 

!G!Jr: 

II : 

EHJr: 

'Ill : 

SMJr: 

ll: 

P.J.lJr: 

W: 

I!!!Jr: . 

lf : 

I!!{Jr: 

\1 : 

HMJr: 

Henr7 • • •... 

Yeo. 
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There vaa Just one t hing I wanted to tell you. I -- I 
ahould have told you th1a. After -- I cean a man likee 
to hear theee 11 t tle things·. We were talk1~g about -­
after t he -- it vas over, you know, we were a little 
elated becauee of the pressure t here waa in all different 
directions, you know, that wee -- that was working. 

I know, 

The oil companies and t he -- t he Ca~~ollo Church, I •a 
sorry to say. 

Reall;rt Were they in on t h ia thingf 

Well , on the purchase or - - I heard a little whisper or 
a purchase o! silver from Mexloo, you know. 

They didn ' t like t hat' 

No . But how -- and t hen you have to consider i t -- all 
that and - - we were talking -- we agreed i! you hadn't 
aade t hat -- a splendid r ecord as Secretary or t he Treasury 
we could never have put it th~ough . 

Well , that ' s •• • •••• 

And I think you' re entitled to know t bat. A fellow needa 
a little o! that onoe in a wblle, I suppose, when he' a 
in the m1dlt of pressure. 

I need a lot or it, Bob. 

Yeah. Well now-- I mean, that ' s r eally eo, and I-- I 
!eel Tery aure about that. 

Yeah . 

I t we had a-- it we didn't have a ewel l record behind 
t hat, why you couldn't have dona it, that's all. 

Well, that's t erribly nioe. 

Yeah. All right. 
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P.Y.Jr: Tb&t'a terribly nlce. 

V: Good bye. 
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Bello. 

Hello, Renr)'. 

Good 110rn1ng. 

Yeah. 

How are you teel1ng7 

Prett)' good. 

Nov Jeeee, )'Ou and I have got a oontraot that we've got 
to del1Ter on. 

We 'Te got a what? 

We ' Te got a contract we've got to deliver on to t he· 
Pree1dent and tc Barkley on thU bill. See! 

Yeah. 

.A.nd the only thing that I've go t 18 -- I've go t a preea 
oonterenoe at ten-thirty. Hellot 

Yem. 

But don't )'OU t hink you and I bad better be getting to­
gether and t he President, as I unde ra t and i t, wante to 
get that thing up t here as near noon as possible. 

Dld be -- 41d he want to get 1t up ....... ? 

Yell, I'Te Juat tlnlehed talki ng to bim. You aee? 

Yeah. 
And he e&1d - this is exaotl;r vbAt be aald, •Get it up 
there not later than one or two todAy. 1 

U.hlll. 

Beef I Just got through -- I was talking to him about 

1eunr. 

Yelh. 
.lD4 titleD he got on 1h1• thing, and I said, Just what was 

• 
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the deadl1M . He aaJ.d, "Yell nov, • he aaid, "You and 
Jeaae get together and-- not later than one or tvo.• 

Yeah. 

Nov ••• • ••• 

Well nov, on -- ae t ar aa I 've gone, Henry, I baven•t 
gotten any encouragement whatever on t he -- on the 
f oreign end ot it , 

Yell • • •... 

I waa in -- I was -- I talked t h1& 110rning to J1=y 
B)'t'lle • and be -- he - - ot oouree, he aaye r e wants to 
do ever)'th1ng he can do, but be doasn' t t h1nk ve ' 11 
ge t by first base on one dollar. 

Well • •. .. 

And I ' a go i ng to talk this morning -- I've got an engage­
ment with Vandenberg. 

Yeah. 

And alao expected to see Borah. 

Yeah, but, •••• • 

I haven 't got an engagement vith Borah. 

Yeah, but t he question ot t his bill, you see? 

Yeah. 

I t 1 a • •• •.• 

Well it it'• -- i t ' s a question ot putting it -- putting 
that' i n t he bill or leaving lt out, you knov. 

'Well -- the t oreign thing? 

Yeab. 
, t But I gather t hat -- you 

Vall, t hat' s easy; tha~t' ouTbere's a draft that your 
eee, t here are two d~ath:~e'a dratta ours bave done . 
la'lf1•r• have done an 

Yeah. 
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Nov, tlbat Vli ' Ye got 
together md talte an -horou and I have got to ait down 
go oYer it and ear 'No~' or VbateYer ie neceaaary, to 
R.r. o.• e dratt and, thia ' all right, tbla 1• good in the 
take i t, and put it toge~7 be ~11 right in oura. • We'll er an send the damn th1ng up. 
Well nov, when do rou want to do that? 

I -- I ' m ready a ti nr me after 10:4?. 

Well ••.. .. 

I have an appo1ntoent at eleven, but 1r neeeeearv ~•11 
oanoel it. ' ~ 

U.-ha. I ' d like it ve oould to i nclude at least a 
hWI4red million • •.••. 

Yeah. 

••••.• tor the Export Bank. 

Yeah. 

And I'd like to ~ up there t his morn.ing 1r I could see 
you ae late ae 12 o'clock or 12:)0? 

I ' m here waiting ••.... 

Well, I ' m Just thinking -- I'm Just trJing to plan 117 
t1 ...... . . 

.Ul r1gtlt • 
• • ••• • to get up there. I can't alwars see those rellove 
juet the 111Dute I vnnt to eee them. 

Well now, ln the !iret place, rou 1 ll have lunch v1th me. 
'!'hat 1 a number one. 

Yeah, I ' ll be glad to. 
l ow, I tell you Vbat -- let'• say then-- wouldn't this 
eave your time' Could you send Hamilton over here? 

I - - I'll do that , rea. I have~'t eeen him crsel!. I 
just got in the ottioe. 

Well, would rou have hll:l come over' 

\ 
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Yee , I will . 

And then l e t the tllo boya laloolt Wh&tner eA~ea thew c•ft 
ott each other... . .. we • -· 

All right. 

And then you and I -- say, 12:30' 

Yeah, 12:30 . 

How• a tha u 

That'll - - I'll be there. 

And V1ll 70u, say -- Bay -- send Hamilton over here, say 
at 11:00' 

Huh' 

Could Hamilton get over her e at 11: 00 aaybc? 

I would think so, yes , 

Whan 

Yes, I' m sure he oao. 
can 

Well, supposing you say Hamil ton/come over at 11:00. 

And.I'l1 be.over at 12:30 • 

.ln4 70u at 12:30 , and then ;rou atay and have lunch. 

o. 1" . 

Are 70U eating very hearty t hece days? 

I think you better have a pretty good lunob. 

I -- I ' ll ...... 

I didn 't have much breakfaet. 

I ' l l bave a good lunch tor you. 

o. x. 
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Oper a tor: Read7" 

W.Jr: Yea. 

o: Go ahead . 

HMJr: Hello. 

G. B. 
Parker: l!el l o, tb1e 1s D e a lt Parker. 

!l!'Jr: How are you' 

July ~ 6. 1939 
10:116 &. II!. 
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P : And how are you' Uy secretary aaid you wanted me to call 
When I got back to town and I eee you've been away eo 
here 1 • the oall. ' 

JD.!Jr: 

? : 

P: 

HMJr: 

P: 

l!l!Jr : 

P: 

l!:!Jr: 

P: 

!IMJr: 

P: 

Hl-!Jr: 

P: 

liell , (Laughs) thlnge have been happening t he last week 
or eo. 

. I eu epechd that • . .. •• 

And I only call you when t h1nge are hot. 

I suspe ct ed that maybe 1t1 a the dead dog • .• • .• • 

And • • •• • 

• • • •. • to4aJ'. 

It•a a dead dog, but I' ll-- next week I ' ll give you a 
r i ng and u ybe you' 11 have either lunch or supper vi th 

••• 
Well that ' a t i ne. I certainly would like t o see you again . 

I'd l i ke to too. 

Well • • .... 

I appreciated the editorial they ran yesterday. 

How 1 a that' 

I appreo1at ed your ed1tcr1al yest erday. 

Vall, I - - I hope we helped out a little bit. 

-7be we did . 

I think 
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343 
I know you dld. 

I don ' t know Whether you'll llke the one we're running 
today or not, but there • a~ little note or warning ln 
there that I think 11 pertinent. 

o. 11: . I'll look at 1t. 

I hope YOU do, 

Thank you. 

o. Jt. I'll expeot to hear tro11 you. 

Tbank you. 

Bye-bye. 
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Doughton: Seoretaryf 

m!Jr: 

D: 

HI!Jr: 

D: 

I£!Jr: 

D: 

D: 

HI4Jr: 

D· 

IC·!Jr: 

D: 

Hl4Jr: 

D: 

l!Jo!Jr: 

D: 

I!!!Jr: 

Talking. Hov are you' 

All right, thank you. Hov are you feeling'! 

On top ot the world, 

Your man hae Just been in to oee me about that bond 
deal •...•• 

Yeah. 

• • • ••• t hat passed through the House oometiae -- you knov, 
t aking out that -- that 11a1tation. 

Yeah. 

Well , the sense or that i s th1e: When 1t came back, as 
you are aware , I am sure, oame baok from the Senate with 
an amend-- that Norris Amendment • •••••• 

Yeah. 

•• •• •. about this T. V.A. 

Yeah. 
Well then, ot course, we d1dn 1 t have any interest 1n that or 
anything to do vith it, and t he only vay ve could get 
it to oonterence vas either by unanimous consent or --
or by a rule • . I had it up vith Rayburn and with Jere 
Cooper, and Rayburn said tha t they vere going to t ry to 
vork out a satiafaotory -- reach a satisfactory agree-
ment on the Norris Amendment in oonferonce on the 
Ja111tary affaire deal . 

I see. 
Between me, the chair - House Chairms.n, and Norris, t he 
Chairman in the Senate. 

Yeah. 
And 

80 
I told Sam that lt t hey didn't do that in plenty 

ot time vby to let me know • •••• 

Yeah• 
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• • • • • • and then ~bat I WOuld tak 
and ••• wba~ we could 4o about ~t up th4e u tter ouraelna 
wa1UJ16 on ~hem I b , • an I•n Just been 
negleoted it. • ann t f orgotten it and I bann't 

Y .. h . 

~~tt~~·P·~:!ting to eee it they had reaohed an agreea• nt 
:rou know. ot it and maybe that would eimpl1ty it , 

Yeah, a lot. 

But :rou can count on ae loolUng right lltt er 1 t and ••... 

.Ul right . 

• • • • • .1 •1 1 t ake it UP agaln toda:r and aee wbatber or not 
the:r are liable t o reaob an understanding, and if not 
I'll go on Juet as though t hey bad nothing to do nth it. 

Good I Now, I spoke to General Wateon and I th1nlt he '• 
going t o tr:r t o wor k W1 tb tber.~ t omorrow on that auggea­
tion t hat you railed. 

Well that will be very t ine if t hey oan. 

Yeah, be' a going to try to work w1tb t hem t omorrow. 

I 'm going to have my -- meeting ot my eub-ooa~ttee 
toda:r and talk over the a1tuation tben ao I'll h.a..,. a 
kind of -- tbe1r idea about it before ve meet. 

Vell, General Watson eaid be thought tbat be could vork 
1t 1D tomorrow. 

Vell , that vill be might y tine 1t be can. It' • Just 
exaotl:r /-- I ·bad a letter from Bane• about it. 

vbat i want 
Oood l 
And I ' m aorr:r he had to leave here before ve got through 
with tb1e tax -- vith t b1e t ax exempt aeour1tiel. 

Yeah, I am too. 

Yeah . 

But we'll •• •..• 

Regraded Unclassified



D: 

HMJr: 

D: 

HMJr: 

l): 

,,. , 
'346 

- 3 -

'1'he7 - theJ tU1ed -- ve• n filled the record full ot 
deadlJ po1aon agalnet that. 

We11, ve -- the boJe are -- ve -- ve•re going to h&Ye a 
letter tor JOU-e1ther Hanea or I v111 read 1t. We'll 
h&Ye 1011111th1ng tor JOUo 

Well , I -- we vent to -- I'll call t hem -- whene•er 
you 1 re l'eady tor 1 t , l' ll call a meeting the first ot 
next wedk so that that can be presented. 

o. lt . 

.U1 right. Thank you. 

H).!Jr! 'fbanlt JOU. 

D: Good bJe• 

Hl-lJr: Oood bJ•· 

Operator: Oper ator. 

HJ.!Jr: 1. oopJ ot th1a connraat1on t o Mr. Bell. 

o: Right. 

HMJr: P1eaH. 

0 : Right. 

l!MJr: Doughten. And ah ..... 

(Ko •ore reoorded. ) 

r 

Regraded Unclassified



Pat 
Harrison: Bello, Henry, 

HMJr: Hello, Pat? 

H: Yeah. 

July 6. 1939 
11:43 a ... . 

H!IJr: Well, t he oountry' s s afo onoo more . 

H: Yeah. 

HHJr: Everything ••••• 

H: You feel ~ right, are you? 

!'~{Jr: Sure I I ' ;a on top of the world. Pat, the reason I '• 
calling up is, Bob Doughten called 1:1e up yesterday 
and asked Whether I ooul.dn' t arrange to see the 
President in regard to vhat kind of a com::~ittee over 
the eunmer and what t hey ohould be studyi ng. See? 

Yeah. 

347 

So I oall ed up •pa• ll'atson today and asked whether he 
wouldn't ask the President to oeo you and Doughten and 
Cooper and myself. 

H: 

iil·!Jr: 

'1 : 

li!-!Jr: 

!! : 

HMJr: 

H: 

Bl-!Jr: 

R: 

mrJr: 

Yeah. 

And I think he'll do that tomorrow. 

Yeah. 'dell , don't -- I don't want it in the :oorn1ng. 
I' s trying t o finish th1a Social Security Bill. 

You don't-- you don't want it 1n the morning? 

Not in the aorning, beoause my ooamittee -- we adJourned 
on neutral! ty so I could get through th1s Social Secur1 ty • 

Oh I 

And we want to go -- I would rathor go in the afternoon. 

I eee. I see. 

That's the only reaeon. 

Oh I Vall you oouldn' t -- you v ouldn' t 
Yery aarlYt• If you'd ••• ue, aay 9:15. 

vant to make it 

Regraded Unclassified



H: 

ID!Jr: 

H: 

l!l·!Jr: 

H: 

HY.Jr: 

H: 

ID!Jr: 

!1: 

ID!Jr: 

!1 : 

H: 

!!MJr: 

!1 : 

l!l lJr: 

348 
- 2-

!bat•e &11 right , !he ooaa1ttee Ifill meet 

Vell, lqppoa1ng 1t rou 1d aee ua at 9:30. 
That's &11 r1gbt, 

at ten 10u .... 

Whatt 

Yeah, 

Well, I'll tell that to General Watson. 

All r1_ght, Henry. 

But that •e lfbat 1 t'a on 1r rou get a call. 

4ll right. 

But I'll tell Watson t hat you ' •• got to be up there at 
ten, 

Yeah. I vant to tin1ah this Social Security. 

Tbat waa some tight yesterday, vasn•t it? 

Yeah, a pretty -- pretty close tight. 

Yeah. 

Good luolt to you. 

'fhanlt rou. Good bye· 
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Right. 

Go ahead. 

Bello. 

Hello, Henry. 

'Yeah. 

Jul7 6, 1939 
J:lS p, a , • 

I've juet got t o rest a vh1le, Henry. 

What'• that' 
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I 've juat got t o rest a vh1le. I ' m not -- I can't come 
back nov. 

Oh, I'm sorry. 

I'm lyl ng down and I -- I want the boys to go on over 
t here and talk wlth Ed Foley and •••••• 

Yeah. 

•••••• --and aee 1t he-­
they vant t o talk about . 
tan alnutae anyway. 

Yeah. 

there are a lot or little t hinGS 
Congress 1• adJourn1.ng nov 1n 

8o that I'll g1ve you a ring. But I ' • just petered out 
now. 
When do you think you'll come overt 

Wa~l, aaybe -- do you want to do 1t th1a afternoon or 1n 
the morn1ns' 

OoS.:1, I - - I don 1 t • • •.•. 

I'4 rather do 1t When I ' m traaher but t hen I'll do Vb&t ­
ever you eay. I'm JUst vorn out nov. 

Are you hoeat 
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No, I• m a t the ottioe . 

Well , let• e leave it thi 
b " • way, Jeaee. 
etter at .. : ;en It you're reeling 

Let me ring you it I do. 

What' 

I t hi nk I will. 

~~~1~0~~~!/~~=n~W:;~ you, but 1f you ' re better, 

I'll g l ve you a ring when I -- I want to try to take a 
little nap and then I 'll oall you up . 

Supposing you do that . 

All right. 

o. lt. 

Good bye. 

And -- hello? 

Yeah. 

And your l awyer is comi ng overt 

I'm going to ask h1a to oome baolt over there. They were 
ra1•ing a lot ot l1 ttle technical quoat1ona. 

.Ul r1.ght. 

I thought I • d let h1_a- get over there and let the boye -­
l•t them blliiiP their own heade t oget!ler. 

Rigbto. 

All right . ' 
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lll'.Jr: Bello. 

Operat or: Beoret&r7 Ickes. 

!D~Jr: 'lban.lt 70u. 

o: Go ahead. 

!D!Jr: Hello. 

Rarold 
Icltes: Hello, Henr7. 

li!{Jr: Yea, air. 

I: 

HMJr: 

I : 

I: 

lD·lJr: 

I: 

I!J.!Jr : 

I: 

!!llJr: 

I: 

HMJr: 

I : 

'1'110 gentleoen t'roca Chlle ba•e been i n to eee me. 

Yea. 

I don't know vh7 t hey 'came. They said some tr1end 1n 
New Yorlt told them to come and eee me. 

Yes. 

And I told them thal; I -- I bad not hing to say about anr 
loan to Chile • • •...• 

Yeah . 

• • •••• and bad tbe7 seen the Secretary or the 'l'reaaurr. 

flier' •e been here this morning . 

fber •1d they bad seen rou and that the7 r ound 7ou •err 
aJIIP&thetio . 

Yeah. 
And I t old them t hat I -- that didn't aurpr1ee me; t hat 
I would baYe expected that. 

Y .. h. 
And I didn't eee what I could do about it. \fell, this 
thing came uo and I -- t hey wanted me to be &Jillpathet1o. 
Well, I said~ •I am erzpathet1o and I'll call up the 
Beoretarr ot the TreasurY e.nd -- ror llhatenr 1 t oar be 
worth and tell him you 1 n been in and that I e.m 
aJ11P&thet1o. 1 

Regraded Unclassified



c 
ll!!Jr: 

I : 

HHJr: 

I : 

HJ.!Jr: 

I: 

!1!-!Jr: 

I: 

!C·!Jr: 

I: 

m~Jr: 

I : 

ll!·!Jr: 

I : 

ll!!Jr: 

I : 

HMJr: 

I: 

ll!~Jr: 

I: 

c 

352 

Well, they're going t o need lota ot help around here. 

Yea. 

And • ...•• 

\fell, Henry, I believe in your policy. I think that we 
ought to be doing something down 1n South America. 

Well , Harold, the whole t hing gets down to this, whether 
t h18 so- called Bondholders OoM~i ttee 1s go ing to lay dovn 
t h e foreign policy, or whether Mr. Roosevelt is going to 
be able to lay it down . 

Well , I'm betting on t he Bondholders 1f the ..... . 

\fell • • •... 

••••.• State Depart~ent 1a t o paaa on 1t. 

Up t o nov -- I mean -- since -- the thing i s held baok on 
-- the Brazilian t h ing •..... 

Yeah. 

. • .... is t hey're getting thiS million dollars out ot 
Aranha, 

Yeah. · 

And Aranha had -to thre!'-ten t o I,'e81gn even t o get the 
million dollars. 

Yuh. 

t he•' ve pro.mUed Aranha.bas been 
And eYeryth1ng that • lli ollars 
held baok pending getting thU one e~1 on a . 

I don't knov. 

And what good does that dot 

Oh vell, I don ' t know. 
&ah. d 

I ge t awfully discourage • 
I -- I don't know -- I mean, 

with you and I under-
., ll I -- I don't -- I sylllpathUe a4 Fredrick L. Schumm ' a 
~~and 1t. By t he :ay, have you re 
• Europe on the Eve ' 
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I ••t - l' a - - Do, JOU're ~ -- I _ eoae,_A_ 
lbrea,ene~.... . .. ~ 
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Well, JOU rt that aD4 red u. 
Vallaoe go lt. I -- BeDrJ -- Benr7 

J'recl 8ohwlan. 

8ohuman -- 8-0-B-U-M-A-N. 

a..o-s-u- ...... . 
'Europe on t he Eve•. 

Yeah, I've heard about that. I'll get 1t right ava7• 

And Henrr Val lace told ce toda)' he vaa reading 1 t and he 
thllllte 1t 1 • a r emarkable book. 

Vell, thalllta. 

And he aa1d enr7 member ot t he Cabinet ought t o red tha'" 
I eald, 1 Yee, 1nclud1ng the Seoretar:r ot State. 1 

Yeah. I've got -- have you read the 'Betrayal 1n Central 
Europe • by ~et 

No. 

They eay that's very good. 

Jo. 
!bat'• t hat Nev York Time• tellov that vae 1n Vienna. 

Ob, ~·· 
Vhatf 

I'll get -- I'll get 1t. 
•Betra)'al 1n Central Europe• by' o-~D-Y-E. 

Yeah. I have 1t. 
mhey ea:r that I ' ve got to read 

I'YI got that on • 7 delk. • 
tb&t one. 

Yeah. All rlgbt, HenrJ. 
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RE S'l'.lBILIZA!ION PUliD AIID SILVER JUly 6 , 1939. 
9 : 45 • •• • 

Preaenta 

H.II. Jrl 

KoR: 

H.M.Jra 

Oaetona 

B. II.Jra 

Lochhead a 

B,K,Jrl 

Lochhead I 

B.M.J rl 

Dutt1el41 

Ill'. Cleaton 
Ill'. Pole7 
Ill'. Dutt1el4 
Mrs. nota 
Ill'. Molleynolda 
Ill'. Bell 
Ill'. Loohlw&d 
Mr. Whlte 

lfow, let ae ju.et get this over . Now doee an bod 
lmow a~ reason wh:r at 12:00 o'clock ' we ahoUl~'ty 
announce the price or silverY 

It won 1 t be a law then. 

It we don 1 t - oh, I mean dome a tic - I moan tarei ..... , 
foreign. .,.. 

I don 1 t aee &nJ reason. I think we shoUld. 

Well, I ' • prepered. I've go t a pri ce from the 
President . So I'll tell :vou what we'll do . The 
price today i e 36. 73; i t was 37. 92 )"eeterdaJ• 
EverJbod1 can write a price and put hie ini tials 
on it - what price we shoUld announce at noon. 
Mre . not& can' t play, because aha knows . 

ColladO over a t the State Departaen~ called me 
up and said it we did announce the price to let 
him Jmow eo t beJ could take care or 118Xico. 
Ver:v 1ntereet1Dg, what he said on the price. 

'lbat d.1d be aayt 

Just economic - didn ' t apeak t or the State oapart­
-nt. Be eaid it woUld be a much better tb.ing tor 
lleldco 1n the l ong run U the1 didn't h&ve too high 
a price tor ailver, that at acme time or other they 
will have to adj\lllt tbeJUelllea . .. • 

I'a t &llt1Dg - it1a 36.73. 

( VariOUJI contareea JDB]<a nota tiona on slips or paper 

and hand to Secretar:vl 

1 ...md,er 1t b!;hre all alike. 
it will be &IIIU&1Dg• 

It th&y're a.ll al1lta , 
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lfo, tbeJ're not ul alike, 

We'll read tbea ott Ed Pol 
1e - so•~ put 371 -'th ey - 37 eenta. 'l'hb 

1r ... out esgnsng, 

That was mn.. 
llo~lds wae eo nervous he didn't e1gn it 
ll'7t tor llao , Gaston - 38, Dutt1eld - 37, ' 11arr 
White - 38. Bell - 36!. And Are~hie - 35, Y 

Ob, that 1e a phoney. 

Archie did that because be and I bad a t&lk tb1e 
JDOrni.na, and I wanted to ID&ke i t 35. And the 
reason that I wanted to ID&ke it - thia 1a all 
very auch - the President eaid, "Well , who are 
the principu peoplet• 

I said, 0C&nada and llexico, and they're all our 
trienda. • And 35 i.s a hundred to one. 

Well, gold is 35 dollars. 

'lt 35 oente, it you wanted to do eomething tor 
lleXioo, 'JOU could subsequantl7 order me to r&iee 
it a couple cents, you aeol and then that would 
be a gesture towards them. But be was atra1d 
tb&t ll5 cents looked too much like a price by 
tiat, and be aaid, 0 Do it on a day- to-day basia. • 
An4 'llb&t ... it - 38 .. .. 

ADd three- quarters . 

Thirty-a~ and tbree-quartere , he says. 

Are you (Bell) .ure you were guessing when you 

aa1d ~T 

Juat plain su•••lns· 
I thought you'd be very interested. I haven't got 

e ea ooen yet, .., brain ie bar<UJ workins• 0 but 
: a!id '~~I'd do it at ll6 and tbree-quartera. 
So thatta what we ' ll do. 

!'bat'• 12100 o •e1ocko 
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I.t JOU -nted to do aomet,..ft-
i t at J5 and then.. .. ·-.,., we coul.d have dcae 

!low • the other thing he a aid , 
th1e a .tternoon and then we ,11- hat ll dgn t his bill ge out our proclamation, 

Now, on the foreign silver Artihie and I th h 
we've been gi_.ft_ th .t 11• oug t -
re.t•ft •ft- and • ...., e e owe five months to do the 

........,. , we thought we'd only give th r 
mont~ • In other words ' wo won't extend i~ an~~er 
zaonth, we think .tour mon the 1e enouaJl . 

One or the th1nge JOU 1 re going to be aak d Kr 
Secretary, 1a whether not1.tieation 1a soW to' 
canada. 

Well , what about that, Archie! 

I have the letter bare that has been bald s o tar 
to renew the canadian order for the 1110nth of Julj , 
Ed., we didn't have time - that hasn ' t cleared 
through you. 

The granetul thing would be to do it for canada 
todaJ• That would be the graceful thing to do, 
wouldn't i tt That would be - let'• see hew the 
State Department reels . 

(on phone) secretary Hull , and lt he's not in, 
Assistant - Undersocretal'J Welles, pl ease . 

Ia there a:q W&J 1n which JOU can question the 
a ppropriate ownership or lctle or the sliver that 
Japan ia sondins over! 

Hot unless JOU want to do it also tor )(exico, tor 
every other countl'J. 

Jlo , there's a question or appropriation, seizure 
of silver. Some or tho silver tbeJ are getting 
.u.t be ChineSe silver which theJ have seized 
bT virtue of their m111 tarJ control. 

Barry, it would bo pretty hard to run it down. It 
JOU wlll look up tho r i guros , they haven't sent over 
a t &01 t1me more thAn their domoatic production of 

al lver. 
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(Words DOt understood). 

Well , that 1e one queotion. Secondl7, I think it 
~ ail ver baa gone out, that silver baa gone out 
into the London market, B}' tho time 1t eomea hel'<l , 
JOU have to question every bit of silver that comes 
into the market , You could go down and get a 
certificate or origin nll the war through, but 
JOU just can't pi ck out - I mean you wouldn't be 
able to find out &nJth1ng, 

(On phone) Thank you, - Hollo. (Conversat ion with 
Sooret&rJ Bu11 follows: ) 
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'l'bat 1 a onl.7 taU- . I JDean be •• • . 

QDee tioning Japanese ownership or silver wb1Cb 
oeae through tbe Japanese Govel"IDIIIInt 1111gbt be a 
bad precedent tor your Bank or Spain case. 

Ob no, it ' s a very different thing. However, i t'•·• • • 

Well, Harry , the only trouble ie - it's also a 
question we took up rltb llexico - that 7ou can't , 
as lOJ18 ae 7ou1re bu7ing all the other silver -
it would a1mply mean that tbe Japanese s ilver -
wou1d mean that it would go into trade channels; 
Eaataan ltodak ian' t going to question whether it 1a 
Japanese silver or not. 

'l'bere have been JDan7 rumors that tbe7 1re going to 
ab1p a large amount of silver Which the7 have been 
acCUIIlUlating. ;r.t an7 unusual aJDOunt • ••• 

It an7 unusual amount comes over , we question every­
thing. 

Well , will you continue your a tudi es with DI1 
bleaaiD81 

Yea. 
And you'll have to go a lit t l e bi t further. 

But I tb1nk that tour months is plenty and. • • • 

vow Ed I waa goill8 to aa7 1n connection with tbatl 
1n ~une' we were bu;Jill8 ailver to deliver up until 
the end of liov.-ber; well, over tbe next r:10nth 
we would take 1t up tor delivery 1n December. !low, 
~t we a1Dq)l7 ea7 ia that we take it up tor tbe 
end or !lovllllber. The onl7 reason you aigbt bet 
interested ia tb1a. we did have a unifol'll 8J

8 
•• 

that on 70Ur d.-atio aUver JOU took up thfe 4 ~ i tba aa we were taking on ore_.,. .• 
..... - t ve mon w- e-•'•tion where the silver 
lfow • under tbia ne r o-I d~' t know whether 
prioo ia set from now on, t But it'• juat -
that r 8 very illq)ortant or no • 
I wanted to mention that - that you ' ve been-~ 

i tha on d()lllllatio. lfo reason • ..,. 
g1vill8 t vte ~P both the a&me• The reason you 
7au haVe 0 
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had five months on domestic - at one time there 
they had no date on domestic , you remember, 

Ian1 t the thing different nowt Now they're going 
to demand to be paid in silver dollars, aren't 
theyt That's tho new regulation. That 's the way 
it reads . 

That's the way it re&da, but they can .. .. 

L1eten, if I don ' t - i f somebody doesn't aay SOO!Ie­
thins to me between now and 12:00 o ' clock , i t's 
going to be four months on foreign silver. Can we 
take eare of Canada on thatt 

360 

Lochhead: Canada won ' t object. Canada doesn't use that . They 
get i t within a month. 

H. M. Jr: 

Dut.field: 

H, II. Jr: 

White: 

B, II, J r: 

'llh1 te 1 

Dut.field: 

WhHel 

And then, thio 1a what I ns tbink:ing of saying at 
rq preaa conference. The;r 1re going to ask me how 
I feel about the bill. "Of course, I'm delighted 
it passed. " 

"Bow do you feel about silverY" 

~ell, I 'm glad that Congress took the nuthority -
took the •••• " 

The discretionary •••• 

• •••• the d1acret1onar;r power of f~ the price 
of silver away frOIIl the 'l'reaaur:r • 

It d1dn 1 t . Ho. 

On dClllleatic . 
o t That was the President 1 a 

No , that ••~b!b't;"it m1eht be stated that you're 
-~~~~·the senate reclarified or restated iteJ t 
~tentiona with reapeot to the s ilver rrogram - ua 
aa vague as that . 

1 11 rigbt to aay •took the diacret ionar:r 
I think it s a the l!xeol4t i ve branch or the Govern-
power away .frOID • 
=ant on domestic silver. 

t say he o 8 glad they took 1 t 
You can aay i t , but o 

....... 11 the President • • • • away ••v 
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White a 

White a 

0 H. II. Jra 

White a 

Gaston a 
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"The Execut ive branch, • 

I think "We are aimpl 1 ment trom Congreaa or'T g ad we have a clear state-
with respect to domeat~"!t1!~;~~t and deairea 

"In the light or the changes Whi ch ha~ 
1n the laet coupl e yoaro , i t is bel tu~ taken place 
statement of Collgl'eaai onal policy, 0 P to have a re-

Well, there 's another anglo to t ake ' angle , enti rely diff erent 

.. ell, how do you teal about itt• 

"Well, I 'm particularly glad we won because thia 
-tter waa largely political and not economic • 
Or do we uae the word.. . . • 

Their attack may have been political, but the matter 
waa •• • • 

All right , then I aimply aay, "I ' m very happ'f . " Plll·iod 

"Bow do you feel about silvert• 

"lo o01111118nt . • 

I think you might well state that they have re­
defined or restated their pol1cJ, which would be 
a certain juat1ticat1on for JOU to continue in the 
.waY that you have been doing. 

Well, I ' d rather - after all that Pittman baa said, 
I'd rather aa7, "llo oo,.,.nt, • which means that -
&DTth1ns• I 'm not - I'm not pleased about silver, 

Now, 70u a eo, the President ma7 8a7 aCII'ethlng , be­
cause be says, "It 1 a just blackmail . • That 1 8 what 
be aaid last night . An4 I d.idn' t want to 8a7 anJ­
thing - he oaid, "Don ' t burry about tbe bill. • 
Be said, "They just blackmailed me on tho thing. 
Let the babi oa wait 2' bour11 i t won 1 t burt them. • 

Ae to silver, hOW would it be simply to oay that 
•Congress baS expressed ita will clearly in the 
•tter and we will carry it out very cheerfully, 
•• we always do with the will of congress. • 
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lD·!Jr: 

Operator: 

Outside 
Operator: 

HMJr: 

Cordell 
Hull : 

1!!-'J r: 

R: 

ID(Jr: 

H: 

Q ~!Jr: 
n . 

HMJr: 

H: 

lll ~Jr: 

H: 

HMJr: 

H: 

!IHJr: 

H: 

RI!Jr : 

Hello. 

Beoretary Hull 18 on the line . 

Hello, l(r , Seeretar:y. 

Thank you. 

Hello , Henry. 

Good morning. 

What•e going on? 

July 6, 1939 
9:50 a.o. 

Well, t he President had a great vi ctory yesterday. 

362 

I eho:.tld say 1 I should say I I congratula te you and him 
both. 

Well , we all worked hard at it, and ot course .. ... . 

1/el l , it was a real victory. 

It really was. I think it was much deeper t han anybody 
appreciated. 

Yeah. 

Cordell , you remember a f ev days ago I cal led you up 
about Canada. 

Yee. 

And e1l ver. 

Yeah. 

Now, we're goi ng to reeume the purohase of foreign silver 
at noon today. 

I •ee. 
A d 1t you t hought it waa t he gro.cef ul th ing to do, w: could prompt ly get out thie letter to~anada, re­
eetabl1shing our monthly agreement W1 th em. 
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HMJr : 

H: 

HMJr: 

H: 

I!MJr: 

H: 

!!}!Jr: 

H: 

m~Jr: 

H: 

- 2 - 363 

Yeah. Vhy wouldn 't t hat ~' 

Well , that• • vbat I vae Uklng -- 1t you tboupt . • .•• 

Yeah, I would th!.Dlt eo, 

Well then, inasmuch ae I aeked you to do the unpleaaant 
thing, to let them know we were going to atop, maybe 
you'd like to do the pleaeant th1ng and tell them we're 
going to begin again. 

liha t ever you say. 

Well , we ' ll say nov, yea, that we'll -- we'll reinstate 
t he agreeoent v1 th theca. 

Yea. All right, I 'll be delighted to do that, Henry. 

Would you do that' 

Yel, eir, with your and my oompli.mente. 

Rt gbto I 

Yeah, 

Thank you. 

Thank you. 
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H. I4. Jra No. 

)!eRa No , if the President h goill6 to eay anything like 
tba t , I dec 1 t think tcu 0\18bt to say anything 
about a1l var, Say, No comment. • 

I! , M, Jrt 

II eRa 

l! , loi , Jra 

As a matter or fact, they didn ' t merely express a 
poli cy, they fixed a price, You have no discretion. 
That's just tho price of silver, 

I don ' t think it's a policy. 

It's just a price. 

I thlnk 0 No COI!IliOnt . • 

Inc.1dentally, all throUSb th1a thine, a couple 
times I almost said to tho Prea1dent when he was 
eo critical, -well , you bettor go kind of caretul, 
because you better look at two or your silver atato­
ment a through ' 33 and 1 34 . " But I never got to 
that , 

Gastona Yea. 

• 
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