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TREASURY DEPARTMENT 

INTER OFTICK COMMUNICAT10N 

TO SeoretllZT llorcentba 

llr. Ooohran 

On the Seor•tarT'• 1notl"CCI\ione, I telephDned Dr. :reb at 3111<> p,a, 
to4a;y and aaked bia lclndl7 to eend a oablecraa l.AM41atel;r tor .t.aba .. aclor 
Bullltt'• oont14ent1al a t tention, lottinc tbe J.abaeeaclor know that 
SeoretllZT llorcenthau plano to call b1a by telephDno on '1/buracla;y, ad eac­
ceeUnc that he ban before b1a bio cablecraa f2742. 

,·. :1. • 

• 

• • 

•• 

1 

.' 
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TREASURY DEPARTMENT 

INTIPI OI'I'ICK COMMUNICAnoN 

llr. Lero,...J·=Hn te~4 .. troa In Tork a• 10150 W e toruooa, 

... 4 ... la W e at..._ a' 31110 o'olook. Be d.eeirea u t~PJM~la~\ wi\ll 

U.. Seore\u')' ca !live-, or prelfl'Mq J'rlllq, \o aoqaala\ \Joe leol'e\u')' 

tonalq wi\ll \Joe leolaloa ot \Joe :llloak ot J'Nue to opa lh .-alal. aooaat 

wUh \ale hUnl leael'ft Jaall: ot l ft Tori<. Ill'. :r..r.,_:a-un alab4 \!Ia\ 

one llulk ot J'Nua ottlolal hal arrlnl 1a lew Tork We ....,.iJic troa Balltu, 

ao4 that ..... tloor Jaa1t ot J'Naoe nttlolal, tile ou 'IIIIo ia \o 1la 1a o!lal'p ot 

the apeolal ... _, 1a Ulh o-u,., m-14 r.oh lew York ~ • tile lez. 

Lero7"'l!~ln \old. M that he bad. let Pla-t ltnow ot U..ae &anl..,....h, 

... 4 he \ho'acllt thh WonaU• WQ14 1la helpt'tal, alnoe he •• 11Z14ar U.. t.­

pr .. aion tha' th .... • • - 1 hUnh1 1a JlrlUah ................ 

Ill' . bob telepbou4 M a t 21115 p .a. Be atatal that Ill'. Oabona hal 

told. hia to4q '117 talepbo,.. tbat 11lldAI' Go'AftOr CaUerna ot the Jllllnl< ot 

li~Dclaa4 bad. tele:pboMl Oaborna that he •• solac to oable the hclenl Beael'ft 

li&Dit ot .... York to opeA tile Jl'lUah aooout .. planned.. 

I neldbtq, Ill'. boll» -uonad. tbat the Obaaa Janlt ln law York bad. tollq 

recel-red. a aarlr»t lllqlliq troa .U.terd.M aa to wbotloor th.re h uq poaolbll1i:r 

ot t hia GoTa....-t pnttl~~& an .. bal'40 on sold. o! lluadu or1&1A, 

I telepbonal Ill'. Lero,...:BMU!lw'• ot!loe at 11100 o ' clock ... 4 told. hh 

aaore\al':r, 1a hh abMIIOa, the\ Saoratar:r llorpntbau would. reoeln h1a a\ 101115 

a.a. oa J'rlllq • 

. u llaoo o'clock I lallr»d. with the ot!loe ot llr. Pw:Tla 'in l•w York, upon 

oootlrailiC t ba\ Ill' • .Plne.,.t h at pre-t 1a tha' olt:r. JUh Ill'. Pllrrl•' aeor ... 

ter:r. l ti:Pl ... -.ppolnt .... t tor kore\u')' Morpnthau to receln llr. Plu-rl.a at 

11100 a.a. J'rlllq. 

2 
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TREASURY DEPARTMENT 3 

INTER Ol'l'ICII COMMUNICATION 

CONFIDENTIAL 

!be ra\e for et.rllac ill • torolp o"hep Mrat W., llbowK ooM148r­
ablo etreac'b. !1M op.ahc quouUoa wu 3·90 u4 U wu roporhl \hero-
eo• oo-olal •=n• ill tho _.at. llurlftl tile a.r. \he ra\e illpr."' e\oe411T 
to ) , 92, u4 olAeol \hero, ~ tile tGno.,.... flproo pftll ~ U h O'ti401l\ 
tllet • 'Ilea took a ooul&.able ,_., ot tile otorllftl ottero& lato tlleir 
OWil eo~oout, whloh W \he ettoot of ..adPI a hlpr rata tor eterllftl, 

laloo ot opot otorllftl b7 \he t av roportlac 'b.O totale4 ~)2,000 , troa 
the tollowlDC P011%'0011 

Pllrobaooo of opot ota-1111« uouah4 to ~91 ,000, •• 1D41cate4 'bdowl 

Oottoa btlle total1JIC ~362,000 ,.ro ool4 t o the Brlthh Oolltrol ai tile 
o1'1'1o1al ra\e ot ~.02 'b;r tho tollowiJIC r oporUac 'buk11 

!be o\Mr b1portaat c:arroac1oo olooo4 u tolloWPI 

J'raach traac 1 
Godl4ere 
llwieo fraDCo 
Belpa 
OPII41u 4ollaro 

. 0222 
·5309 
,22.'142-l/2 
,1651 
12-J/~ 41ocoUilt 
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t1oo J'IOUral •- lluk of llew York pvollaoe4 100,000 'bolcM 1M JO,OOO 
p114ero fer tM lult of X.tna. 

4 

11o pvobuol. \"- tollow111C _.to of 11'14 hoa \"- __.ko4 ecooute ld "'­
b&aka 1141oato4t 

• ~.910,000 ho• tile Juk ot Iorwar 
1,250,000 fro• tM •\Mrluda Jaak 

5!5,000 tro• tho llationel Juk ld JoJ.cl'Ul 
' 6,115,000 '1'9tal 

!he J'Moral hoorTe lluk of llev York roporto4 to uo tM tollowliiC ohlpaonto 
ot so14t 

$ ~.oos,ooo troa Iorwa,y, obippe4 b7 \"- llull: ot Iorwq to tho J'oderal li .. OM'O :Bull: 
of ..., York, to bo MniOZ'ko4 tor IIOCOilllt ot \"- :Bak ot lrorwa,y, 

1 ,099 ,000 uprooODUIIC W.. ohlp-to troa ll41a, ohlppe4 b7 tM .. Uoul :Bull: ot 
la41a to \"- Cllaara\7 !rut Collp&IQ', Sa J'racloco, 

~5,000 troa lll41a, ohlppe4 lr7 \"- llaUollal Ol\7 jlaalc, Joabq, to \"- .&Mrlcaa 
!rut Collp&IQ', S... J'rODCloco. 

)01 ,000 hoa lll41a, obippe4 b7 tho llaUollal Ball: of lll41a to Azlotrall• Jallk, 
Sa J'racloeo. 

2~,000 troa Ill41a,' ohlppo4 by tM llatlollal Ball: of lll41a to the Swioo Jaklq 
~...-:=-,,. Corporation, Sa J'rOZleioeo. 
t 6,o7il,ooo total 

All of t M abo<ro ohlpunto, with t he oxoepUon of the firot one lioto4, vill bo 
ool4 to tho U, s. Mint in San J'rancioco. 

11o roaoln4 f roa tho State Dopartaont cab1oo fro• the Aaerica OollOill.o at 
Cnleutta an4 lloDC Xon&. otaiin& that iD"OOicoo voro cert1fie4 tor tho tallowiac 
sol4 ohip•ntu 

$ 266,000 troa ln4ia, ohlppo4 lr7 tho llatiollal City Jak of llow York, Calllltta, to 
\"- llatlollal Cit7 lull: ot llw York, llw York. 

294 ,000 hoa ln4ia, obippo4 by tho JiaUollal Ci\7 lank, Jouay, to tM .Aaorlcan 
!rut Collp&IQ', Sa J'raDchco. 

1,235 ,000 troa BoiiC Xoac, ohlppo4 b7 tho Ohaoo Ball:, Bon& Xon&, to t he Cbaoo 
laUoul INII<, Sa J'rccioco . 

352,000 troa Boac :toac, ohlppe4 b7 tho liOilq'llo Jo1go pour 1 1lltranpr , Boac :toac. 
to tho lank of .boer lea 11, !1!,68,1.., San J'racioeo. 

336,000 froa Bouc :to~~&, shlppe4 b7 tho Ohar~are4 Ball: of Illll.la, .llllatralla an4 
Obiu, BoJII Xon&, to tho :Ball: of Oalltornla I.A., s.., J'ranoheo, 

163,000 troa Boac lion&, obippe4 b7 tho JiaUonel Cl ty lull: of llw York, lloDC loDC, 
o.;--rnr'l~ to tho .Aaorlean !~!rut ColllpOJIT, San J'ranchco , 
$2,646,600 Total 

!rhcoo ohlp•nto conolpo4 to San J'racioco will bo ool4 to tho U, s. MlJat ln that 
c1 t7 and thooo oet to llw York will b o oo14 to \"- U. I, l.ooq Oftloo thoro, 

CONFIDENTIAL 
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H.V. Jr: 
Admird 
Land: 

R.M. Jr: 

L: 

R.l~.Jr: 

L: 

H. !I. Jr: 

L: 

H. U. Jr: 

L: 

H.M. ,Tr: 

H. M. Jr: 

L: 

H.JI.Jr: 

L: 

R.H.Jr: 

L: 

R.n •. rr: 

H.!I..Jr: 

L: 

Deceaber 6, 1939. 
lO:J4o a.a. 

I Just got back from the White House thie minute. 

Yea. 

And Mrs. Klotz tells me that you want to have a word 
with me on the phone if nothing else . 

Wall I've got, if it•a convenient to you I ' d come over 
at eleven o'clock and maybe we could -

~o . 

Woul d that be all rightt 

~o , I've got the whole Navy Department coming here at 
eleven- Edison's coming over on a contract . 

Huhhuh. 

Edison's coming a t eleven. 

I see . 

That 's why I couldn't ahitt , you see? 

Ruhhuh. Vall I -

You ' re going to New York, aren't you? 

I ' ve got to go , but- I ' ve got this economic club thing 
that I've had on- I wieh I didn' t have but I 1 Te got it. 

Are you speaking theret 

Yea, sir. 

Tonight. Won't you be baok tomorrow morningt 

I ' ll be baok tomorrow morning. 

Well is there something on your m1nd that won't wa1t . 

Well yea, there's tvo or three th1nge that- on th1e 
whole eh1pping situation that I ' d like Tery much to go 

s 
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H.M.Jr: 

L: 

H.H.Jr: 

L: 

H . M •• T!": 

Ll 

H.M. Jr: 

L: 

H.H •. Tr: 

L: 

H. V..Jr: 

L: 

H.M.Jr: 

- 2-

over Wit.h you and ultimately I think we may have t o 
get - mix lome other people in it and we'll take it 
up with the Big White Father. 

Well, how about three o1 elock Thursday. Hello. 

Yea, that 1 e all right. I wae Just looking it up to 
see 

How are you tixedt 

I ' ve got a Congressman coming in at two- thirty but 
I 1 ll get rid ot him. I can do it at t hree o'clock, 
and ~lhat - how long ie it going to take you with 
Edison, do you know1 

Oh, God, he ' s cooing over With a big gang. 

Well I gueaa I'd better not try it today then . 

7 

It's one ct t hese closing agreements on t he shipping ­
it'e been going on tor five monthe . 

Well then we ' ll say tomorrow afternoon at three o 1clook. 

Yes , because Edison says thiS an argument th.at' s been 
going on tor tive months. 

I see . Well three o'clock tomorrow then ~~. Secretary. 

Thank you. 

o.x. 
Goodbye. 
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H.H.Jr: 
George 
Harrison: 

H. H.Jr: 

HI 

H .J.~ . Jr: 

R: 

H. H. ,Tr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

HI 

H.H,Jr: 

H: 

H. Y. . Jr: 

H: 

H.H,Jr: 

Bello. 

Hello . 

l:'e llo George . 

Deoe~ber 6, 1939. 
2:27 p.m. 

Yee, Henry, I' m not meaning to bother you except that 
I told you I would. 

Oood. 

About a thing 11ke th18 . Another large payment that•e 
been made by the Reich bank to the German Consular 
General . 

Yes . 

But in Yiev ot the recant arrangement t hat we have with 
the Ohaee National. 

Yea . 

~10 gets all this intcrmation now and is collecting i t , 

Yee. 

I didn't know whether you wanted me to give it to you 
direot or not . 

8 

Well it you didn ' t give it to me Who would you give it to. 

Well I think the person himself gets it here you see. 

Well ae long as you've got me on the phone, do you 
want to tell oe What it 18. 

Yes. Well it is a payment ot eeven hundred thousand 
that was made last week. 

I see. 

H: Ot Vh1oh two hundred thousand was withdrawn trom the Chase , 
in large bills, 

H , ~I , Jr: I knew about that. 

R: WhaU 

R.M. Jr: I knew about that, 

• 
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Yee, eo I think JOU -

I think I'• getting it. 

I think :rou • re getting 1 t and I oalled :rou up - tiret I 
wanted to be sure and 1eoond to 1uggeet that perhaptl 
the be~t way to do it wa1 go through on the regular 
routine way now through the Ohiet. 

It 1 e coming along nicely. Yea, thanke to JOUI' 1nit1at1~. 
Yell George, -

Yea. 

EYerythlng 1e qu1et I want to do eome financing Tuesday, 
I want to refund that Karch 1esue. 

Yes. 

So you might be th1nlt1ng about 1 t. 

rtr•t ·me. 
I think that laet issue settled down all right haen•t it' 

Well I think it has, t he market ' s been a little upeot 
but it's not, 1t 1 e very- very quiet and Yery­
relatively steady. 

Will )"OU do this tor me' 

Yee. 

Between nov and ten o• cloolt tomorrow morning, do you 
lmov ot any good reaeon why I ehouldn' t announce at 
111 ten-thirty preee conference that "I•m calling­
aelting the open market committee to meet with me, eeot 

Yee . 

I'd lilte to know that before ten-thirty tomorrow. 

Yes. 

When )"OU have the co-1ttee meet Vi th )"OU' 

1Conda7. 

I lee • 

• 
• 
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But tell him t hat . Making that publlc would be notice 
or a thing you ' re financing. 

Yea. 

eo-
All right, air, well I ' ll talk it over with the fellows 
here and call you back i t there •• any change. 

If you ' d do it - let me know between ten and ten- thirty 
tomorrow. 

Yea . I f you don't hear anything -

If I don't hea.r anything I'll announce at ten-thirty 
that I 1m going to i nvi te the open market oonmt1ttee to 
meet. · 

All right. 

tlo tice to t he world that we •re going ahead, you see. 

Surely. 

o.x. 
Yes, all right. 

Thank you. 
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Deceaber 6, 1939. 
3:10 p.ll. 

Operator: V.r. Jarbl'. 

H.~ .Jr: Right . 

o: ao ahead. 
Geo. B. 
Park•~• Hello, Mr. SecretAry. 

H.M. Jr: Hello Mr.Parker. How are you todayt Hulloha to you. 

PI Hulloha to you. Right back at you. 

H. ).! . Jr: Yea . 

P: 

!! .1-!.Jr: 

P: 

H.M.Jr: 

P: 

H. !J. Jr: 

P: 

I read t hat thing t hat you sent out to me, and I thi nk 
what it's all about ie ver y significant and has been 
explained adequately. 

Yea . 

I mean not only as it relates to t he matter of profit 
on 11ar contracts but it relates to t he operation of 
that whole thing called the closing agreement . 

Yea . 

And I'm no expert on tax matters, it's pretty much 
or an Einstein proposition to me . I think I understand 
the pri nciple involved and that is the allowance f or 
operation i nstead of capital inveetment. 
That 1 e t he headl i ne on it. 

Juut a uecond. Can I oall you, t he President iu calli ng 
me . 

Yea. I wish you would because I want- I don't want to 
head you ott but I'll be here for an hour -
Decatur 30S4. 
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Yes , what I s t art ed to say was this t hat to spell out 
and have it accurate . The t hing invol ving the 
i ntricacies of allo1~anoes for depreci ation capital 
investment and all t he tax angles is like - kind of 
l i ke explai ning to the average person the Einst ein 
theory ~'hioh you don 1 t understand so well yourself . 

Yes . 

Now what I thought I ' d like to do woul d be either 
t o attempt - I think I get the point i nvolved i n thi s 
closing agreement thing. From my sli~~t knowledge of 
the business operations of newspa~ers , if we buy 
a line-e- t~e t hat's a cn~ital investment . 

Yes . 

Under certain circumstances a line-a- type might be 
allo>:ed as an opernt1n2" expenne . The dif'fer P.nce would 
show up in the taxation column . 

That ' s right . 

That ' s t he guts o~ this t hing . 

\'/ell let's put it t his way. Your line-a-type mnohine 
might be used up i n two or three years. 

Yes . 

A building mi ght take twenty or twenty-five year& . 

That ' s r i ght . 

See? 

Yes . 

Now, in this partioula.r case t hey have to put in 
Jigs and dyes . 

Yes . 

~~ich t hey say will - only manufacture of t hi s 
particular gun. 

That ' s right. 
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Oan•t be used for anything else . 

Yes. 

13 

Ve•re allowing them the life of the contract Vbiob il 
either one or two years, 

In other words , as an operating charge i nstead of 
a capital investment that hange on. 

Tbat• s right . 

Well I thought I got the point all right, but I ' m no 
expert in taxation matters. 

Neither am I . 

I ' m going to try myself to write an ed1torialezpoe1to!'7 
in ita nature. 

Yes. 

From the material t hat you sent out. 

Yes. 

And I would like to oheok with you, Johnny Hanes or 
somebody else , before it goes , because as I say, 
I don't know the taxation intricacies or t he Einstein 
theory and one's about as bard as t he other. 

Well, · sanes is away. 

I mean when it comes to explaining. 

Yea. 

To'the average reader what it's all about. Tbe average 
reader doesn't have those thinge because he isn't con­
ducting a business, and yet I think in this expression 
of policy that then what you sent out to me is 
probably one of the moat hopeful things to the industry 
and business of the country that I 1 ve seen. 

Really. 

!t isn' t anything new I gueea , I mean 1t'e merely an 
expression of policy ae it relates to war materials 
but applied to induat!'7 generally it might be a very 
hopeful et1mulat1ng thing but I wouldn ' t want to get 
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ot t on the wrong toot and be inaccurate i n the 
exposition ot it. 

\'/ell I tel l you, we have got a 111an who worked on t hie, 
his name is Sullivan , whose assist ant -

Yea , he's - he was i n t he oonterence. 

Yes . 

And he'd be available to you to oome t o s ee you at any 
time or any place. Well I ' d be ver y gl ad to drop in 
and s ee him or i t I oould get a man like Raymond Clapper 
or Tom Stokes or somebody to spell this out in 
the news way tirst. 

Well now -

Then editori alize on it, t~at might be a better plan . 

I'll tell you what we ' ll do . 

How• s tha t? 

I ~1111 tell Eugene Duttield who' a in my o1'tice here , 
who handles public relation~ . 

Yes . 

About my conversati on with you . 

All right . 

And that it he gets a call from you or your o1'1'ice 
he shoul d arr ange whoever you desi gnate s~ould get 
together with Sullivan. · 

That' s tine. That' s the way t o handle i t. 

How• s t hat? 

That' s tine and I annreoiate i t . 

The young man's name i s Outfield. 

Duttield. 

Yes . 

And •~r. Sullivan 16 t he o ther man. 
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Yee, but I mean Duffield v111 arrange Vboenr you 
del1gnate. 

I thank you very much and I hope to see you soon. 

15 

Well it•e terribly nice of you to bother to oall me up. 

Well I was very much interested in it but ae I eay 
I 1m no tax expert. 

It's very important because I spent one hour this 
morning,contidentially, on the eame thing tor t he Navy. 

Yes. 

!rJ1ng to drive t his thing into the head ot the NaYJ 
Vbat we can and cannot do, and I Just couldn• t gf!t it 
into their heads. 

Yes, Vb1ch indicates t hat it's kind ot a tough one 
tor even experts to underatand. 

Well I tried my best tor one hour, this 1e ott the 
record, I shouldn't say it, to explain it to none lees 
than Edison. 

Yes. 

~- I said to Edison. I put it ·this way, 1 Now look 
Mr. Edison, you got out a new ediphone and you had an 
order tor a hundred thousand ediphonee and you wanted 
to build a plant, I couldn' t do anything t or you on 
the plant but I could on the machinery.• 

Huhhuh. 

Beet 

I eee . 

And I went over and over and over and when he got through 
he etill didn't underatand it. 

May I ask you this one oueaticn, it I'm not taking too 
muoh ot your time. 

No . 

Buppoee I'm in the bueineee of manufacturing a certain 
type ot armament and you have a sudden peak load ot 

Regraded Unclassified



H.M.Jr: 

PI 

H.H. Jr: 

PI 

R.M. Jr: 

PI 

R.M.Jr: 

PI 

H.M.Jr: 

P: 

H. l4.Jr: 

P: 

H.V. . Jr: 

PI 

R.li.Jr: 

PI 

H.M.Jr: 

PI 

- 5 -

war orders. 

Yea. 

And in order to do that I've not only got to create 
dyea that operate and :ret are ~aeleea. 

Yea. 

lS 

Whioh I oan understand under thie program but I•ve &110 
got to expand lilY plant , and that pl ant when the war 11 
over ia no good, and that's exactly What happened in the 
last war. 

Right . 

Now what do I do about t hatt Do I get any allowance 
on that? 

We oan•t do it in advance , but we' d handle that Juet 
the way we did with some breweries when prohibi t ion 
oame along . 

Oh, I see. 

And they became obsolete, we let the fellows write it 
ott. 

I get you. 

But the tellow•e got to wait until the war is over or 
hie orders are over and then come and aay, ' Now look 
I ' ve got this plant on my hands, what are you going to 
do about itt 

Yes I eee. 

But we oan1 t do it in advance. 

But by that prooeee he could advertise hie plant by 
reason ot the volume of bueineae he would get during 
the ao- oalled peak load. 

Wall , he'd have to wait until the end. 

I understand that , 

And we have precedent on that, aa I ea:r the beet caaee 
ia a brewery. 

Yea. 
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And ve did let thou tell.owe, 'llben ther were throllllb, 
the plante beo ... obeolete, ve let tb• vr1te 1t "'fr. 

Don't :pou haTe the eue prino1plee in relet ion to the 
de•elopment of an oil well' I aean, an oil well ie 
a thing that doeen•t laet toreTer. 

Well nov that•e another thing and that•• eomething 
where ve• ve got a hundred million dollar loop hole on 
thie depletion thing, 

I eee. 

We could colleot a hundred a1llion dollare a week and 
oorreot th1e depletion thing, but what - the Texae 
California delegation are too big tor ue. 

le t hat sot 

~ere's a hundred million dollar loophole there. 

Is that a taett 

Yee, and ve just haven't got enough 1n!luenoe to get 
beyond the Texas and the California delegatee. 

Yea, well ther ' re pretty oloee . 

But isn' t -

!hat•e another thing again but ien•t the pr1no1ple 
eomevbat the eamet 

Yee, but in t hat oaee, ae I understand, ~ey write it 
ott over and oTer again, 

Yee I eee. eometlme I'd like to have that spelled out 
to me . 

Well , the boys could do that any time , but ve 1re getting 
away - we figure ve loee a hundred million dollare a year 
on 4~plet1on or oil velle . 

I lee . Well I can un4eretand bow there would be a 
loophole and still the principle is that if you find an 
oil well -

Ob ,.. •• 
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And that depletion felt in eay a year. 

Oh yea. 

18 

It's a different thing in setabliahing a newspaper Which 
proceeds and publi shes 1nde!initel7• 

That ' s right. It's the difference between a permanent 
structure and something which you wear out. 

That •s right. 

See? 

All right , I appreoiate that very much and I ' ll ha•e 
somebody check in or check in myself with Mr. Sullivan. 

Right . 

I think i t 1 e damned important, but nothing is important 
it you pri nt i t and it i sn't understood. 

\lell you're right and that' a Why I appeal to you because 
I know y0\1 know hott to use words . 

~I ell thank you very Jjluoh air , and I hope to see you 
soon. 

Righto. 

Goodbye . 
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Deoe•ber 6, 1939· 
3:29 p.s. 

HO. I'• not a great tax expert. 

Yee, EngliSh taxee. 

Engl11h taxeet 

Yes. 

Oh, oh t hat thing I had prepared tor me. Yeo 

Who did them t or yout 

Co•be 

Vhot 

Combe 

lfllo ' s that! 

He ' s down on leave ot abaenoe trom t he new echool. 
He's at Commerce nov. 

Oh, I see. 

He' 1 quite a good man I think. 

I eee . 

And I called hlm in a rueh t he other day when I got 
a request t or some intoroation what the British are 
doi ng on taxee and he prepared that tor me. I have -
it you're interested I have eubeequent, an estimate 
he put in on the eel of the National Defense Contri­
bution. Shoved last tiecal year it vas twenty 
million pounds . 

I used to have something to do with taxes. 

(laughs) I have very little Mr. Secretary. 

.Ul right. 

What I called you tor vae another matter ot eome 
autual i nterest and t hat'• thi l obeoleeence thing, 
you know. 

19 
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Yes, 

To armament people . 

Yes , 

~eldad•, eome time back ae you know aeked me to 
acquaint myeelr with it and follow it and so I ' ve been 
keeping in t ouch with you i ndirectly. 

Yes , 

And heartily approved or you- I heartily agreed, with · 
your reaction to the whole thing , 

Yea . 

And sent a note the other day, to the Presi dent, 

Yes, 

Sucmarizing t he result or my investigations outlining 
about rive dirrerent course of procedures. 

Yes, 

And ooming to t he conclusion that adequate r e•ediee 
existed under existing laws and practices, and advising 

to make any special arrangements or even 
asking for special congressional action, But did 
suggest t hat I t hought that in order to be in t he clear 
that the Procurement people and Army and Navy should be 
thoroughly acquainted with what 1s possible under the 
present lava, because I wae quite impressed when I go t 
into 1t to find what i s possible . 

Huhhuh. 

And so I Just got this note back from the President -
I' ll read it to you, he aaye , ' I like your ideas 1n 
this and v1eh you would take it up with the Secretary 
or the Treasury in person and also after talking with 
hi m lay down as derint te rules and procedures ae 
possible and have t hese sent to Army and Navy, etc , 
F.D.!t. 1 

That• e all , uM 

That's all, yea . Now, I had an opportunity to see 

Regraded Unclassified



21 
- ' -

a M110ran4ua written b;r Mr. ltadel over 1n :rour place. 
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.. 

On What U poiBible on exht1ng law Which forme a nr:r 
good baeie I think tor thil . or course I 4on•t know 
whether theae people o•er there really do know What 
i • poeaible. 

Y1ll we bad Edieon over here tor an hour and the anewer 
ia the:r don't know nothing. 

That 4oean•t aurpriee me . (laugba) I ha4 a talk with 
Admiral Furlong, I don• t think he u.nderatood liNch. 

Yell, 

Poeeible though. 

Let me - let me just eee bow tb1a thing i& running. 
I'll known Within an hour. I've got two tentative 
appoin tments out tor tomorrow. 

Uhhuh. 

And I'll get word t~ you aea? 

Fine. 

Juet ae soon ae I hear. 

Fine. 

And :rou aa:r :rou' •e got tiYe auggeationa. 

Well eome ot thea were not - I mean I objected to 
meet or them. Some -

• 
Are the:r ltadea• or part ltadel -

No th1nge that developed aa 1n diaoueeion with your 
people over there, the thing• that could be done. 
ror 1natanoe drawing up a new regulation, permitting 
a more rapid rate ot obeoleaenoe or ~nt aaking 
equipment , and I adv1ae against that. 

Yea . 

rree outright Oovern.ent puroha1e and Dieeel equipment 
to private oonoerna, and I telt there were l oti ot 
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disadvantage in that . That ccmpaniee claim any 
obeoleoenoe they wish and have tinal determination 
made by the Board ot Tax Appeals . That• a kind ot 
messy and expensive to companies, and t he - what I 
finally came out with was No . 5 ao under present 
procedures the companies had the privi lege ot 
submitting amended returns t or a period of t b.ree 
yeare . ThiS can be extended by mutual consent of 
the oompan1ee and t he Commissioner. This means that 
while companies would only claim normal obsolesence 
now they have the opportuni ty or securing what would 
be in effect retroactive readjus tment of obsolesence 
allowances and should they later appear justified 
this closely resembles current British practice. 

Well Sullivan suggested t hat this morning and I have 
another sugges tion which I am maki ng to the Preaident 
1n wr1t1ng today on this thing . 

Uhhuh. 

Which I'll send you a copy ot. 

Fine. 

But I'll see you anyway Thursday or Friday and would 
like t o see you. 

Fine. 

Don 1 t ta..'te my kidding on taxes t oo seriously. 

No I' m not. 

And I'll talk to you about t hat too. 

Fine . 

I'd like to . 

All right. 

Glad you oalled me Lauoh. 

!lot at all . 

Fine. 

Bye . Bye . 
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ori ginal to Mr. Bell 
12/6/39 - aa per Beo:r• • 
1r:etruct ions. mP.I 

- above orig. returned & destroyed. 

HMJr: Hello . 

Operator: Go ahead, 

HMJr: Hello . 
John X, 
Otley, Sr: V~. Secretary. 

HV.J r : 'f a.llt1 ng. 

0: 'fh1s is J ohn Otley, 

HY.Jr: Hello, Otley, 

DeC)!;Diber 6, l 9J9 
4:~ p . m. 

0: Ah - tine , I was going - knowing how busy you 
were - ah - and I was going ott tor a two or 
three days in the country shoot ing birds, •• 

HV.Jr : Yeah. 

0: ••• and I 1 ve got every~~ing on my desk cleaned up 
except the one little thing that you were kind 
enough to say to me l ast Saturday that you were 
going to do Uonday. 

tn4Jr: Yeah. Well, t hey - I told Bell to do 1t, 
I gave t he orders on ~!onday, 

0: 

!-!MJ r : 

0: 

m.!Jr: 

0 : 

r!MJr: 

0: 

Ah - well , ah - I haven ' t beard anyth~ng from i t , 

Well, it may take a day or two t o ge t 1 t through 
but you ' re going to get it, 

I - llell, that - that ' s all right . I was just 
at:ra1d you ' d - ah -

Ro , I ga ve the order • • • 

•• • ~ lit tle thi ng like that might have gotten by. 

No, You know that we ' ve got to do it a little 
extra because we ' re not supposed to make depoa1te 
in a town wher e there' s a Federal Reserve Bank. 

Yeah. 

23 
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llo we•u got to get 70u •o•thi.DC a Uttl.e 
-.,eo1al. 

fine. All r1ght; 
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But the ordere were g1 ven and )'OU go get )'Oureelt 
eome b1rde md when )'OU ooae baok )'ou'll t1nd 
that an account has been opened. 

Well, fine. '!'hank :you a tb.oul&nd t1 .. e. 

No, but the order• were det1n1 tel)' g1 ven. 

Yeah. All r1ght. Well , thank )'OU eo IIUoho 

I like et1oltto1t1•eneee. 

Vhatf 

I lUte the Ya)' :rou e t1o1t to getting bue1neu. 

(Laugha) Well, tb.anlt )'OUo I don ' t turn 'ea looee. 

Well , :you go out and get eome b1rde. 

Yo e. All rlgllt , I' 11 get lome. 
ah - 1t 1 t ' e during the eeaem I 
up there I' ll tr:y and bring :rou 

All r1gtlt . 

Yeah. 

!hank rou. 
Ooodb:ye; 

!hank :you. 

But I hope -
have to c ome back 
eome; 
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OFFICB OF THB COWWISSIOKBR OF CUSTOMS 

O.c..a..r 6, 1939. 

PIIOil W. R. JOHNSON. 

Abolit tin o'clock on the &ttamoon of Sapteaber ll, 1939, & 
repre1an\atin of the St&ta Depa.rtaent adrl1ad •• 1>7 telephone th&t 
a.otiDn io inoraaoa the r ate of dlit)' on Clib&n .,.,a.r wae conteolpl&ted. 
He 1tate<l that the d&ta of action had not been decided, b..t tb&t it 
wolild probabq be 'fer, eoon. I e&id tb&t the princip&l interest of 
t he Cultoou Service wolild be to han the dut)' increue become et­
teoti.,. &t a tiae when &11 cuetcaa o!ticee were elooed eo th&t there 
would be no contlloion u to whether ontriea &nd witbdrulale were af­
fected before or Afte r on increase oecllrr'inc durin& office boura, 

Abolit. au o 1 clock on t he - de)' I we had recei'fed in the IN­
re .... & tan\atha draft of & notice to be ie.,.ed b)' the Secret&r)' of 
Ap1.elilt...re to uke the dut7 increase ettectin. Under the law, the 
increa•• became offecti'fe when t he notice of the Secretary of Agri­
clilture woo ude public. At that time (about eu P• m. ) I t&lkad 

.· 

b)' telephone with a repre .. ntative o! the Department of Agriclilture, 
wae 1dvioed that it deeired to make the increase affective immedia.te-
1)', 1tated th&t our &dll.inietrat.ion wolild be f&cilit.ated 1! the in­
oreal& becaae attactive atta r ten p. m,, and before eight a, m, , 
ond rocehed advice that the Department o! Aerielilturo wolild ulce 
the chonee et!ectiva at ll p. m., that nieht. 

A tin&l cop7 or the notice ot the Department of Agriclilturo aiened 
b)' S.cre\ar, W&ll&ea wae received ehortl7 attar thia telephone eon.,.~ 
oa.t.ion. •Uf.etin ll:OO p. • · , September ll, 1939" ne t)'pftritten 
&t the end of the notice. (Sea T. D. 49962, attached. ) 

A circul&r h 1egraa to &11 collector& of cuetcaa wu prepa.red 
ond aicne<t b7 .e, adrlaing the• or the increa.ae in dut7 ond that it 
wolild be aft actin at ll p. • · , September ll, 19119. This telegraa 
wae tlle<l at t he TroaiNl')' tele,rapb o!tice at 6:Jjl p . • · , Septuber 
ll , indoroed t or t r onaitt&l •Via OoTenuunt P'a.oilltiee• in accordonce 
wit.h the inotructiona cont&ined i n Bureali O!tico Kemor&ndua No, 147, 
dated Jul7 25, 1932 (cop)' a.ttacbed) , 

Sbortl)' att.er nina o• clock the f ollowing moming (September 12), 
the Auiota.nt Collector of Cueto.,. at New Yorlc c&lled oae on the tele­
phone to Terit)' ruaore that there wolild be & dut7 increaee atfectine 
Cuba.n .,.p.r, Ho bad not recahed the Buro .... •a talegraa, the teru of 
wh1cb were then dict&ted to bill. O'fer the t elephone. 1 lea.med l&tar 
that our teleeraa wae race! Ted &t New Iorlc, Ba.l.timore, and Philadelphia 
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at ftriou8 t.iMa oo tbe .oi'Dinc or the l2tb ktweeo ten and t .. ln 
o•ol.ook, ...te:rn oRaDdarcl tiM (elewn ond oae, 4a;vl.icht aaTinc tiM) . 
rr-~13 tMN .. " lib delqe in NOdpt at tbe ot.,.r porta, 

The llbita Houe ba4 &miOIIDC-.i ~ the attei'IIOOG of s.p~r 
ll that tM All quot.a lia1t.at1ona Oil illport.ationa or ncar -" abao­
cloM4, and it waa ~ m4vatoo4 in t.,. aupr tnde tMt tbia 
woul4 .,. tolloftcl p!'OIIpt]3 '117 All 1Ac~ in tbe dut7 oa Cuban aupr. 
lllpot'tat"e ....UU. aupr in cute.& bond-.1 warebouau and on abipa in 
port att~ to cl .. r aa .. cb of their aupra aa poaaibl.e on tbe 
.Oming of tbe l2tb to a't'Vi4 tbe apect-.1 incNaae in <lut7. In ...,_ 
eral caaaa entriea or witbclrawala ware fU-.1 with depoaita or dut7 at 
tbe lower rate of 0,9 cent per poaDii, but the collector• retuaad de­
linry ucept on incr.aae of tbe depoait to 1. 5 cant a per pound when 
the7 NCeiT-.1 adrlca Of the dut7 increaaa kfON actual r.l .. aa of 
the augar. Tba inlportera proteatad to tba Bureau and to the Depart­
aant of "¢culture, cl.a1ain& that no public notice ba4 been ginn '117 
the Departaeat of A,ricultUN untU the notice wu actuall3 fUad with 
t he Fadaral lt.eieter at 12r54 p. a., Sapta.IMr 12, 19)9. Tbe Depart­
Mnt of A¢cultUN f1Aall3 decided that thia claa waa Talid. (Sa• 
T. D. 499'n, att.achad,) It • ..., clear that the Departaant of A,ricul- ~ 
tUN onrlookad the ~t of publication to ulca ita notice ef­
tectbe wben it ad'fiaad ua of the etfectba tiM. 

It is an utabliahed rule in cuatou law that wben .n boportar 
dou all he can to enter or withdraw aorchandiaa and h wrongl,y pre­
Tented froa 1:1 doing, the ent17 or withdrawal will .,. treated aa 
tholl&h it were etractad at the t!.o or tho attellpt. Appl31ng tbia 
principle in the inatd. oaae, we han bald that ae•eral larp loh 
of .up.r were entitled to allt17 or withclrawal at the lower rata of 
dut7 on the baaia of the illportara' att~t to enter or witbdrul k­
for. 12154 p. a., on s.pta.ber 12, notwithatandtnc that the lote .. " 
actual.l7 relaaa..t attar the etfactiTa tiaa or the dut7 inc......,. Tba 
Depan-tt of A¢cu1tura waa intol'lllal.lJ' adrlaad, before it daci4ed 
upon t.,. 12• 54 p. a,, ruling, that tbia reault would follow. 
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·rosro: ~ 

(T. D. 49962) 

Quba,. "'~"90 '" ralu uf dviJI 
!l,,,, •• of'duu ln~on tult.r&ndotherproductloonrtd by Item 601; eehtodule 

II of the Cu~n Trade ,\greomen.,..._TD 47232 

TREASURY DEFARTMENT1 

Ovrtot: or TBt: 0oMWJ88tONt:R or CuaTOua, 
Washington, D. 0., Sepltmber II, 10~9. 

CvlfteiOfl of Ou•lom• ond Ollttra Ooncmttd: 
Th<rc •ro publishod lxllow for your in!onnation a Public Notice of 

N<"rotnry of Agriculture, issuod on Sept.emlxlr ll, 1930, and a 
pursunnl thcroto issued on the same date and addrcti8Cd to 

rotlo'CIO•I'8 o( custorruo, regarding 0 change in the r6(A)& Of duty 01\ eugar 
other product& covered by iwn 501, scbodulo 11 or the Trt.de 

~'•'"'•'"' with Cuba. 

• 
BASIL HARIU8, 

Oommi••iuer of O...to,., • 

or ,__,.,..CTAaY 01' A(UUCVLTVaC rVUOAST TO T". TaADIIO AOIUt&WI:IrfT 
WIT'U ClJaA. 

Wnu~'' the not(' to p#lrqrtph bOt o( eebedu1e J1 ot the t.rade aa:reoe.n:.t.n\ boo 
tbtt t11htd Slalot Q( Amerfe& a.nd Cuba, &igucd Auguat; 24, 1034, provldclu 

"'"•••• the PrHidtnl ot the United Slate. of Amerlm, aeUn1 purtuanl t.o 
ot lbt Sup.r Aet ol 1$37 (whkh cooUnued, In 1ubn&nce. tM quor.a 

oltbe ael ~~ lnelude tupr bee.te and eupreane. u bMie ecritultural 
1""110<1";.,· under the Alrin.llural Adjust.l:Dieo\. Ad, and (or otbtr ~~~ 

Mayt, lf3.&). hu w.pended the operation ol the quota provWontol tbat 

nnr:rou. I , R. A. WA.LJ..AC:r.., Seeretuy ol 4rieullu.re. do hereby s1"'o 
-re that. no equl,·llknllimitalion on the importation or anyar1lde1Ubjeetl 

ptbt A1ur \ ct oi l 037 hu been lmpoeed for the ptriod ot I\IJ'pt.DIIon ot the quota 
""'""'""' ll11t act. 

at \\ubl11g\on D. C .• 'hi• lllb day of Sept.e.mbe.r, t 03tl. Wlt.net(my 
and IlK- IK"al of the Oop.rtme:nt. of Avleulture. 

1~'"'1 

ttf«th l' 11 :00 p. m., September 11, 1939. 

"·A. WAL1.AC., 
Secrdor11 •I Agrlc11llwrt. 

• 

' I 
I 

' 

• 
' i ... .. • 
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• ('VSTOXS 

TEL&GRAM 

(T. 0 . 49963) 

Pori of r•lry 

o1 oloe- port ot .. ,..,. ot Bolllm.,.. ...... ld., 
ootil~olc" .rilol"rt II ( lld.), to iDdudo Sp&rro'" 

To ColltriOfl of (),,,, •••• ~ •• J 

Tlu~re i• 11\lbllshe4t o~~;,,~~:::~~::~~o;~ of custorru 
am\ atht:"" cuneemed h Order, dated 
6, l9:lO,e:cttndiug portofantryof 
Md., in ou&lomt to inclt1de Sparrow• 
Md., • llettive Lhirly of the order. 

(192- 13.1) 

Tn "•m Uocu , .r.,,....,. ,,,f$1, 

(T. D. '""&) 

n-1 

~luiiJOrit,. to .u..nt .. vti b7 - oltllnHarolnlu. 
•rMndtd) 

To C~t of Olut.m>e~.t 

Reference is made I<> u:~:.~~:~fCgjl"iecli~•n 15 of the Govern-
ment Travel Regulalion. or eatra-fare traina 
under ce.rtain. conditions. 

T. D. 49885 is hereby ameDdJ~ 
2 (a) thereof: 

(110 8P«i6c wrilleo w··~-.. 
ot"•ucl> ln>vti, .. .._ 

til&t:DOt - Yi.np. is 
wt.z.~for 

(T. D. 49977) 

O.bo11 1Vg<l1'-Appli4olio11 qJ dttlv raltf 

DuUable Ntu of Cuban wpr entered or wilhdrawo for oontu.mptlon belore 
12:54 p.m., &ulem SI&Ddard Timt, S.ptembu 12, 111311 

TR&UVAT D &PA_BTMJ:NT, 

Orner; or m• Co101ooaoONCI or CU81'0M4, 
lf'..Ai~, D. 0., Qd.W 6, 11139. 

To Collt<IDrt qf ~ aad OtMro Ovto«mtd: 
There is published below for your informa lion a telegram ad"'-ecc 

to coUeetora of custome regarcliog the ratoo ol duty applying to Cubu 
ougara and other produeta covered by item 601, acbedule 2, ol the 
Trade Agreemoo~ with Cuba, oot.ored or withdrawn lor oooauml'tioo 
before 12:54 P. M., Eaatorn Standard Time, Soptamber 12, 1939. 
Note in this ooooeetion T. D. 49962. 

(343.1) 
BA&J:L HA8.R18, 

OommilfioMr of (Joutqrpu, 
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6 
t't8T(U.IS 

TELF.CRA)I 

' ST f'\<'IWTI &S n \ (itn Ut' ,,.._ • 
C•oiWt"" 1.l I '•1•1'""" 

1~·~ anutM-rt ll•t l \..,SC llture eoncerninJ time of INuanee 
.,, ... 1,, l'l'trnt a1hltr ~mgr!t.~lul: U, 0\lhl\n Trade As,mmtn\ 1'. D. 
Dloolltt' m .. !,.., ''"'" ,,,Item ~I, 1 rb, (or ~·bleb a v.-..rehou.e wllhdl~., .. lloo 
•n,ar .. 11r~l••tlu:-r t•nlfltwl• (!lt \~rtd 1 :ut.~ l~tfore J2:54 P. !\f. f.A•tern 
' ""'" fitt.t awl II J~t"rmll, •l f •lclr'':'~· hltll a eousumption enlry ha.• t,M!I(In 
'l uu" :-.t•t••tnf.r 12. 10.19, .,, 0 

1 
l' ted opposito ite m 601, Cul>.t.n 

'''"'' ''"*'' tlwt'll"' •uhf«t dul~ At ra.: ~ modJ6ed aeeordinsJy. 
\ lft"'1114'fll. l ~ll'r.ll h:-ll"JI,.III. IJI('In DAtiL n ••• te 

(f. D. 499iS) 

T raJt agrcrnttltl 11otiu 

fll ••ttt~ttll'll •• ~liate a ,,... a,creemeat whh the c.,.,.., .. t 
ol Clollt 

TtE..\St:Rl' DEP.\RT)II:ST, 

or Tllr. Co:wlltSSIOSER or CL'S1'0lttl, 

trn,Aiogton, D. C., O<loh" 7, 193S. 
7;, II AMu II Jhr!J ( • (rnt: 

l'ut .. IUUI I , , ..... ~·lion r 1111 t'lt'l of Consrrcss apJU'O\'('d Juno 12, 
f'lt lll l t~ l ".\ u .\ t•l lu ,\ nu tl the_• Toritr Act or HS30." as PXICII<II,. 

Puhli·· u ...... ,Julillll Jtl, IIJII Jved ~l.uth l.) fl37, Brtd to 
Onlt·•· t:7.'1'11, ••I .lmw :n, 103· lite &rretnry of Stn te hns 
•uoti t·,• Ju•hli~-l•r·d l•••lu\\ ttr tm 1 t('ut ion o nPgotio tc, '' , 
11!!1"f'f'l!ll'lll nil It thfl Om·c_•rnmNll C C'. Also pubhshttl belmnu 
"'''''""' fc•u ,~r ,,, tlw ( 'omruiuc...._. ( R('(:iprocity l nronmu ion. 

tu l:! l / Fn\NK J)ow, 
/ l'lrltn ()mntf.uiontr of Oustonu. 

u~nc:o 
• T~ ,.,,, ·~-..... .;tt C'hlt 

1-..,.. =-~• •• •Ttt.•n tof • • art of('~ •PPI'O"t'd J~~H 12., 103-f, u tltW 
•• '" ht '" \noo ,,., , Tan« \C'I 1111030,'' at e«fttcltd by PuhUc ~utlon N"" 
lll•l"llf\ \r \I IOOi, antllu l~U'C'11the Ordrr Xo. 67:.0, o1 June 27, lt:U. 
I h. M ~ t~;\r , ,.f ,,,,,.ht.,•Miu tli.'«<Jti:~tt" a trade a.gtt:ment wit.b &he Go,..,. 
tt:rrtuf I '•lr 

\ Ill.._. -'''"' ~ •• r htfo+tn\lllloo a1~c~t 'I.;>• • in wrilin.g a nd IJJPIJtatloM for''*"' 
J•~mr••t~t- ·nt.lt•n"' "'•tlun ••f 'lt'W.t v.iUII'tlpt'C:t co lbe ncgo,iatron ofancb agrte· 
lln•t ,.y.,,l,fl"· "'tl.llilltnl lu tilt' ('Oittmthltoe fur Rccir~hy tntorm.atlon tn tOo 

"•f'l/
4
•· •ltlt tlw ''' '"''''""l'IIIC:'III uf thf• dllte )lliful't l lw tbat Couunltteo e:o•wu• 

htJ11 ·w•• •-ntu•·l •ltll•·, lur 11w llhl•tnll>llioo vi !.rid ... an;l npr•lieaUottll and thv CID'It 
"'' ' ( '' I •••l,jr ttl'llli hlt~ ' 

Ccum1a,t. 1-f ULI., 
St'UclMIJ Q/ :j((Jit. 

• • 

/ 

• 
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omcx or 'nil! COIAIISSIONZR or cus'II:If.S 

J'uly 25, 1932. 

Office Memorandum No , 121, dated October 24 , 1931, reapectiDS 
the preparation and transmission or telesraphio and cable messages 
ia hereby eendsd as toll owe: 

All telea:raphic ... aaages and radiosraa sent to custom. 
otficers and others on otfieial buainese and primarily 
in the interest or the service' the coat or which is to 
ba borne by the Government, will heraatter be sent to 
the Treasury Telegraph Ortice, main Treasury ~1lding, 
tor transmission Via Government cOCIIIWlication lines. '!be 
words "VIA GOVERNMENT FACILITIES" shall appear at the 
top or all such mess"88•· 

Tile practice or preparing an extra carbon copy or a tel­
egraphic message tor signature by the Assistant Secre­
tary, the Under Secretary or the Secretory, is extended 
to include all raeseagee transmitted Via Covermnent racil-
1 ties. (The extra copy in each case ia tor the Treasury 
Telegraph Otrice .) 

All messages sent collect and in the interest or private 
indiTiduals should be transm1 ttad onr the regular can­
mercial lines as heretofore. 

The CoTernment maintains tacilHiea tor the transm1ssion or 
such telea:rapbic and cable ""'ell8&ea, wi thout cost to the Bureau, 
to the ' rollOwiJ18-DIII&IId points: 

Alabama Calirornia Georgia 
Anniston All points Atlanta 
Montgomery ColUIII>ua 
Birmingb~~n Colorado savann8b 

Denver 
Alaska Illinois 

All points Connecticut Chicaso 

Arir.ona 
New London Great Lakes 

Doualaa Florida Illdiana 
Nogales Kay Weat Illdianapolia 
'1\lceon Penaacola Iowa 
}\mas -o.a lloinaa 
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~ran ... maaouri Pe 11118 ;G: TW a 

Port Lenen'OOrth Jranaaa Cit:y Pbiladelphia 

J'llnction City st. Louie 
Rhoda leland 

Jtentuc!5Z: Nabraalca Newport 

LouiaVille Omaha 

Newport South Carol1Da 

New RomJ2!1dre Charleston 

Louisiana Port_,uth 

New orleans ,_nne••e 
New J'eraey Chattanoosa 

llaine Le lea l:llr. t 

--""POrtland Oceanport Te:z:aa 
--srownsvtlle 

II!!!J:l&nd New York Dallas 

Aberdeen CoTBrnora Island El Paao 

Annapolia New York City Galveston 

Baltimore west Point San Antonio 

Cumberland ilri sh ts town 
Utah 

Masaachuaetts north c aroUna -Salt Lake City 

Boa ton Fayetteville Vermont 
Fort Bragg BUJ'U nston 

Michi s an 
Detroit Ohio Virginia 

Sault Ste . IJarie -columbua Norrolk 
Deyton 

Minnesota 
\lashi!!llton 

St. Paul 
Ol<lahana PuSet Sound 

IIUakogee Seattle 

ALL POili'IS IN - China, J'epan, Panama Canal Zone, Puerto Rico, 

Cube, Guam, Philippine Islands, Virgin Islands , Territory ot 

Hawaii. 

A telesraphic mesaase r<>Uted "VIA COVERIIL!ENT FACILITIES", ad­

dressed to a place not &numerated in tho toresoins list, is eent 

o•ar the Covernment wire to the naareat point and there turned over 

to a eomnercial company. 'lbie results in a saTins ot titt:y par 

cent or more on the price ot each moeeae;e. 

All moesages ahall be delivered to the Chiat, DiTiaion ot Mails 

and lilea, tor dispatch, 

F X A JI:BLE 
COIIIIIiaaioner . 
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111111-II'MI•ft II, 19"• 

Ia tMu epU-'- ,... .. lt b .. ope ' te ..S... SWI t • M)F t)OO.OOO.OOO 
MllU-'- •• ,._ ' 111 b • pei' J 1 a- m? r•• ..... taoo.ooo,ooo ,_ h = •• ,. .......... _. &1ft ..... 

.. ....... .... ..... ,"- •" ....... JW •' • .u-... ,... ... '" ~...sa wt a...,....,._ vt• oUae&' ..... •••>1M lDA*tau tllat tbew ..... , •• -14 ..,_ epp..S..ta)F .... 1114ia.... ., •• 

r. ZZ••m~~'~' .. ILJ!a.C'Iill 
!Jaw uwaa- t.\ wW ~lu fll '- _,... •••U• fll u ;Ua 

.. -- lA .... ,.~ ... l.u. 

I 
...__.._ 

1 Wwaua 
(Ia Mil 5 w6 ..,,_)1 hweeat ...... I .............. I lu•l • 

I I I 

• I • - • ., • = ' llo 100 
10 )QO - 110 
20 1,315o 2e!IGO 1,zll0 ,., 

To'JOO 16.110 •• 1110 
100 ~000 .. ,.1110 1),1110 ,a 116.000 ~·1110 1),1110 

1,000 6111,000 ,1110 1),1110 

It wU1 - M11rt .... tb1u ... ,. I. It 1U ....... piW9Ua , ... .., ..... I &a .. II._................ It ~ .... lD- ftMa -
,.....,." w6 '- .._ n oo.ooo. 
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...... a Cillo w.lA ..... ,_.a. n UW .... I I 1101 ...... .... 

IY.-' PM? Def!MZ 
....... ............ p:oft ......... ~ ...... --

.-. .. 
1 

I I Ia -·· ....... 111111 .. ..,. e. ..... ..U .. _,._n . ..._ .... _.... l a t ·••. •-see IT •• _. ~ 1D"'-1 .--a... 1 M$ ...... ,... a tn 1 • ,_ • 
rrpcl'ne ... ~h ........ ,. •• ,. Ue•es1' a • 
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DQWIF CQI,JIIp• • 

London, Oec. 6 , 1939, • 43 

Ped.er al ReaerYe Built of . .. York 

• n Yo I'll 

No. 1180/39 FOR IOiOKE 

O!tB Your No. 904/39 Please open another Special Account tor 

us on your books designated Bank of England Account A and 

t r ansf er 16, 000, 000 to this account by the debit of G Accotmt 

TWO We have authorized the folloWing to sign cheques on our 

behalf drawn on such Special Account A: 

TBRU 

Arthur B PurYis 
Colonel JBM Greenly 
Sir James Rae 
J.A. C. Osborne 

any two to sign. 

SUch cheques should be signed "Bank of England _ ..:._ __ _ 

Account A by • • . •••• • • . 

Please hue cheques 1n this form i mprinted and delivered 

to J.A. C. Osborne 

You al r eady. hne specimen signature of .1 .A. C. Osborne and 

he Will tumish to you specimen signatures ot the other 

per sons listed in paragraph two. 

FOUR We authorise you to pay and charge to such Account A any 

cheques drawn on you signed as described 1n paragr aph two. 

FIVB Kay we take it you Will complete outstanding instructions 

or ao you prater all tut ure payments should be made 

through nn account. 

G3Vllllft 

ew .:: l3Q 
--·--...., --·--- Bolton 

Bank or England, 

Regraded Unclassified



THE WHITE HOUSE 

WASHINOTOH 

l b&Ye c:nate4 u 1ato~ c-1 Uee w nprea1111t the 
Allartcu Oon~t 111 1\1 ooatac\1 wtt.ll tbe 1atena\e4 
fore1p con~h la all •tten rel aUac to tbe pvcbaae 
of ..,. •tert&l• 1a the ~Ued Stat••, oonahUac of thAI 
followtaca 

(a) !be Director of hocur•aat, !re&8W7 
D~t: (b) !be Qllarte,.ahr O.neral of thAI 
.t.r:lv: (c) !be Pa,aahr Oeaeral of the tav. 

'fhia co.althe wtll urn ae the ezcl111h1 Ualaoo wtth 
rehHDee to proCIU'IIDellt •ttera betnea thh Oonl"'IMD\ aa4 
the iahruted f ortica C0ft_.h, 1\ will hol4 111ai0111 

at leaat onee ... ld7. aa4 at w.ch Mre fre~t illtenala ae 
~ be nae .. aaq. At \ben a .. aioaa, l\ sill reeein ao 
aeeredited npreaeat.aUn of thAI •baeq of an;r iahrea\ed 
foreip COYII'DIMIDt for tba plll'J>O•• of ctYlac cool14eraUon to 
thAI require .. ah o( •I&Cb conl"'llltd tor auppllu , aqulp~aat, 
aad. Mtert&le, la relaUoa tol (a ) aftlla'ollU7 of thAI 4el1red 
arUcl .. , (b) pr1orltlllo aa4 (c) prlOIIo !be co.ait\11 will 
eu'oait a co..,leh report ot ih proeeedlaca. ach aa4 reoo»­
aeo4aUou , fi t lcaet weeld7. to thAI Preel411Dt tbrouch 
llr• llclle)'!l-:>ld.a. 

thAI S.cret.aq of State baa latoraed t he Jrl thb aa4 Praaob 
Allbanad.ore of t bh arraac••'· 

Will )'OU plaaee latora tba Director of Procur-at of bh 
d.eaipatloa aa a ... 'oar of tbla co.altt•• &D4 aak bl• to ee'r\'1 
aa lh ch&lrau. 

!be S.cret.aey of !reUV7. 

Regraded Unclassified



TMK WHift HOU8C 
WAIIHWOJON 

~ .... 113t. 

I ban _._ • lato.-J. ~ "" to npn••' \be 
Aaericaa Oo-\ la 1\a 0011tac1a wt\h \Ill 111\ena\el 
fonl&D con-\a la au •t\an nlaUIIC to \Ill )IIIJ'Cibau 
of _,. .,.,.tala la \be ~net 1\a\H, oouhUIIC of the 
followtiiC& 

(a) !he Dt no\ or of Procureac t, fnaii1U')' 
D~\1 ('D) fila ~rhraahr Oot1tral of the 
.#.no'; (c) the ..,._.,.,. O..N of \be Jav. 

fb1a ~t\M will .. ..,.. U the U:olU.ha llai&OD wi\h 
nterace \o pro-t •U•n 'bet"• We Onw_.\ u4 
the 1Aterute4 fonl&D con-h. I\ will llol4 .... sou 
at leaat 011co ~. &114 a\ web DON fnqaat l11tel'ftla aa 
M:t 'be IIK .. a&J'7• .t.t tblao ••••lou, U will nceln u 
accre4He4 npnautathe of the •'ba•q of u:r lllhr .. te4 
fonlp COYai'UOIIt for \be pvpoae Of c:l YiiiC CODal4eratl011 \o 
the requlra-h o( au.ch co•erM&IIt tor aupplha, eqlllJ~et~~\, 
u d •terlalp, to relaUoo \ol (a) a"lla'bl1U7 of tbe dealre4 
arttcha , ('b) prlortu ... u4 (c) prtcM. !be ooalt\H will 
av.booH a c-le\e report of Ua proooe4tap, a cta ud "­
HodaUou, at laaet weali:lT. \o \be Preat4•t \hrolllll 
llr. llclle)'!lolcl.e. 

fila S.cret&rJ of State baa tofonel tbe JrlUab ud Preoob 
.a..'ba .. a4ora cf \bh ~·•· 

1111 7011. pl-.e lofozw \be Director of Pro-at of bh 
dttlpatloo aa a ... 'ber of tbla ooalttee ud aat bia to ,,..,.. 
ae lh cbalzwu. 

1111cerel.7, 

!be loDOra'ble, 

!be S.cnt&rJ of fn&nl7• 

• Regraded Unclassified



STIICT~ Y GGNFIDENTIAL 

........ 1 

L ..... ' ' s I 5 En' 5 a 1 11 tl .. I 1 5 

.. 11' D 5 ..... fll e ~-- tl .. I & 7 I fll .... 1 P a • 

, ....... -·-- .............. 9 , ......... .. 
fiR 777'11' IUSI? d ..... fll .. asJJS• Ia ..... 7 ' .... a111U 1 I 

II a• I 511 ... lt1111 .... If fl ...... 9 I ....... lis 7 1-
- ' p .. a- fll .. 1 ... Ia ._ ... z., .,._ &1 11' Od ....... IMa 
........ Dlld'"' l 'te•fwiWM ll hd .... tl .. 
• , , •• .. ...... I d' 7 "•· ......... I .......... ,... .. 
.,, ..,. _. ... , ...,.. a.* •~ a • a e • • 

..... • fllu11 .......... 1...0 ....... _. ...... .. 
JtldMI IM 7 I &e .. I 9 I &e ?l 5 , ........ W I '" ,_ ,._ ,._ 

.... 1 1fl ..... 

Regraded Unclassified



(V:> f)IJ'-4' , .-"'\__, \ 

( 7~./ 
THE WHITE HOUSE /' 

WAS H INGTON 

14' dear llr. Seoretaqa 

I hAn created u lll!o~ c-1\tee to r.preeet the 

AmerlCUI OoTeraaet l n lh contach wi\h the lnhr .. ted 

fordcn conrnaente l n all M t ten rel aUac to the purob&ae 

of ar Mterlala 1n the UnHed Stat .. , conehUac of t he 
followiaca 

(a ) !be Director of Proeur•~nt, 'fre&Wr7 

llepan .. nt ; ('b) !be ~neruahr O.u ral of tlle 
A~; (c) !be P~eter General of tlle .. ~. 

fhh - lttee will ••"" u t he u cludn llahon with 
reference to proc:ur..nt • ttere 'bet ween t hle 0oftt'llMnt aA4 

the lntereated f orelcn coYarDalllte. It will bold eeaelone 

at l eaot once weekl7, and at I\ICh M re frequent lnhrYale u 

""'7 'be neceeaaq. At theee eeealou , 1t will n eal.,.. u 

accredited r.preoentaUn of the •'baeq of~ lnhreated 

foreign coYernaent for the purpoae ot ciYlDC eonalderatlon t o 

the requ1reMilh o{ ew:h CO"•raaat tor auppllea, eqllipaet, 

ucl •hrlala, l n relaUon toa (a) aftlla'blllt7 of the dellred 

ar U clea, (b) prlor1Uea , and (c) prlcea. !be -'the will 

eu'bm t a COIIJllete r eport of 1 ta proc .. 41aca, ach aA4 reoo~t­

aeodaUono, at l eaot •••klT, to the Preeldeot tbrouch 

llr• llc:l!e;ynolda . 

!be S.cretaq of I tate baa lll!onoed t he Brl thh and Jrenob 

.&lo'baaoadora of \ hie arranc••' · 

lflll 7011 pleue lll!ono the Direct or of Procur•ent of hie 

deolgnatlon ao a ... bar of t hle co..tt tee and aok b1a to eer...e 

ao lte chalr.an. 

Slncerel7, 

!be Secretaq of 'frean17 • 

; ' • 
Regraded Unclassified
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P.AIW'HRAB or m.EGJWl RIOEIYID 

rROKi Aaerioan· eonaulate General, ·Geneva 

NO.I :100 

DATil Deo•ber :5, 19~ 

roa HORGENT!WJ J'ROM ROYAL Tn.EB.. 

50 

1I haTe returned to Geneva. I met the Director 

General ot the National Bank ot Hungar;y wh11.8 I waa in 

London. He atated that wr.atenr •a:r happen Hungarr will 

go on transferring eerTioe ot League loan in aooordanoa 

with the agreement ot 1937 and 1 t will also continue to 

make pa;rmente on corporate reliet credits as otterad b7 

that oountr;r. The foreign exchange losses ot the 

National Bank during 1939 amount to approx1.matsl;r 

$la,ooo,ooo, leartng about $35,ooo,ooo ot gold and 

utiUzable exchange. Barring aooidenta, it is Hungar;r1 a 

intention to keep on making pa;ymenta to toreign oredltore 

with the exception ot the League loan and corporate 

relief' credits aa ottered tor a period ot three ;reara 

beginning in the summer ot 1937. However, Hungar;r ia 

atra1d that it t he war continue• , she 111&7 not be able, 

attar the eUllllller ot 1940, to renew on the eame acale. 

At tha preaent time Hungar;y'e d1ttioult1ea are aeou.r1ng 

aooeu t o marketa t or her eXPorta eo that aha oan obtain 

foreign exchange Which she oan uea to purohaaa raw 

matarlala and i .11port1ng the raw material• through the 

blooka4e 
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aAe 
bloolr' e•~abl.111M4 bJ the lr1UIIh. 

~o reduoe IILDPI'f w the •~a~ ot aa IIP'&J'1aa ooloiQ'. 
troa 111Apl'7 

ror tba~ reuon, 1D exoben~r~ tor tOCK\t, GeNU17 h ~rading 

DO raw -~er1all axoep~ ooal. '!beretore IIIDC&l'T 1• a••e~ 

1ng ~ba~ her 1Ddu•~rr 11 1Japor~an~ ~o her nat1ona1 inde­

pendence and 1he il appeal1118 w Qrea~ Br1ta1n ~o perm.~ 

1aporu in~o IUDC&IT w go ~hrougb. ~he blookade on the 

e~engtb ot oer~1tioa~e• ~~a~1ng ~ba~ ~he7 are tor 

Hungarian oonaumpt.1on. HoveTer, 1t 1a sa1d b7 the British 

that the7 ban proof tba~ 1mpor~e vh1oh Hungarian firm• 

baTe cerUf1ed aa be1J18 tor Hungarian coneuapt1on are being 

Blipped to Germ&n7 b;r ~hoee t1rme. l ome of t heee 1h1pmenta 

haTe been blocked b7 the British. It aeeate poe•ible that 

a deal. 111a:1 be arranged vhereb)' an annual aatount of each 

ke7 oo1111110d1 t;r will be agreed UpOn, V1 th the Br1 t1eh pe~ 

lll1 ttil18 laporte up to the aatounu agreed upon and no further 

queation• aeked. Bu~ the Br1t1ah are refuaillg to accept 

cert1ficatel eTen though they contain off1o1al endorse­

menta to the effect that a oheok cannot be made b;r 

ott1o1al.e. I 1111 planning to be 1n Bud&pelt troa December 

a to December 1•. rro. there I Will go ~o Ital;r. 

report to ;rou upon 111 return. 1 

UaD 

Regraded Unclassified
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IIATr lli:PAII!IIJft 
omaa or till CHID or uv.u. OPUATI<IIS 

IWIIIlmTGI 

I DeoiMel' ltM 

' rut• nlaUft to ualf!!.,., of J!I 
alal.aaaa to Oo!8t Ouri1 

(a ) 8eO)' of !l'e&au17 111M. of 
30 llonal>n ltZt, wUII. 
Praa l 4ea\'e eD4orse.aa\. 

l Aa retereaee (a) ••• no\ qu1\e uD4era\oo4 
b7 tba 1•'7 Dap&I'U.a\, olar1t1oaUoa "" nquaaM4 b7 telepll.olle t.... Aail'&l •uohe, u a naul.' ot will oil 1t 
appeara \he\ Ill'. ll<lrceatheu 1a uDder - ahappzoall.naloa u to \!Ia ll&nra ot \he opereUoaa ua4er•&Da b7 the Oou\ a..&r4 1D 'he llor\11. AUuUo 1& ooueoU011 wUII. \be 
aw\relUJ pa\rol. 117 ~nt ~>••- Adall'&l Stuk &D4 A4all'&l l&eaoll.a, \he Qoaa\ Ou&r4 \oak onr \be Ora&4 
lulta pa•rol, a I'MMacul&r &I'M 4et1De4 b7 the tollow1&& polab: Lat. ~16 ll - Loaa. u-so 1; Lat. u-16 ll -
Lon&• 06-00 I; L&t, 40-ecl ll - Loll&• 64-~ I ; I.&t. 40-:50 ll • Lon&. 06-00 I, llllhll. &H& wa \ o be oonl'&4 b7 •rtaoe 
oren oDlJ. Ia a441UoD, \lie Coaa\ OU&r4 acne4 \o oonr b7 'bo\11. aurtaoa e.D4 &1ronrt, u naoaaaa17, a aa&ll 1a-
ell.on &I'M &loa& \loa ooaa\ ot 11&1lle u4 a -"-' lupr 
...... 1lloh4a4 "'- \be &bon llu llJI4 lb .. Jol'aia& \ll.a tollowl .. po1&bl lloot Ial&n4, La\. ~10 ll - Lon&· 71-111 I, &D4 Cape 1111, ll. 1. til• 1&'7 1a ra-uauaiac \he \&at ot 
p&Voll1DC We 1 .. \ &H&1 to --r4 ot \he 211-t&\llaa OUI'ft. 

a. tile ott-ell.ol'& urlal pa\rol 1• bela& oazo-rla4 oa wl \11. all the patrol &lroren whlob ou 'be aa4e anll­-'l e wl \bou\ ..t•1aa below a ea M&in pola\ \be pa\rol-plae 
.. -.... oa \be I"' Ooaa\ &D4 a\ PaMM, al~ -&ll'&nf\ ben ll.a4 to be \&ken t.... bo'h tbeae looaUoaa \o auc-o\ our AUuUo .. U&4J'Ollo t or tll.l a purpo ... 
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TREASU~YDEPARTMENT 

INTD 01'1'1Cit COMMUNICAT10N 

DATt Deoe•ber 6, 1939 

tO Seoretarr lforgenthau 

O"IIOM 111' , Jlaa~ 
Subjeotl setting tor the Retunding ot the lfareh Notu 

SOlOIARY 

(l) 

(2) 

(3) 

(4) 

(5) 

(6) 

Treaeury ob11gat1one were etrong laet 1110nth (Chart I) . 
A reaction started laet week, however, as the rtnntih 
orieia developed. Long-term '1'rea1U1'7e are tar above 
their orieie lowe but in the upewing have done laee 
well than have other h1gb-grade bonde (Ohart II). 

A large proportion ot the Karoh notee are probably held 
by oommeroial banks, The Pederal Reserve banks hold 
$162 millions ot these notes in their Open Market Ao­
oount, A larger than usual proportion ot the maturing 
notes may be held by weal thy individuale who obtained 
them in the t1rat inetanoe tor Firat Liberty 3-l/2'• 
and want only tully t~exempt eecuritiea, Neither 
the banka nor these individuals are likely to desire 
a long bond in exchange. 

Data on the maturity d1atr1but1on ot the Government 
portfolio ot the major claaaes of holders indicate 
that banks tend to concentrate their holdings in tbe 
ehorter maturi tie a. Ineurance companies, on the other 
hand, invest a large proportion ot their portfolio in 
longer bolide (Chart III) . 

Bide tor the righte on the lfaroh notee are at a higll 
level when oo8pared with bide tor the rights on pre­
vioue note •tur1 ties ( cn.rt IV) . 'l'haae high bida 
WOUld aeea to indicate that the me.rket antio1patu a 
libaral pricing on the new iaeue and, aocord1ngl7, thl 
inolueion in the offering ot a long or aediua-long bond, 
wh1oh would be l1kel7 to carey a higher prenua than a 
note. 

The ai&e ot the Karch note iaaue toouae1 attention on 
the deeirabilit7 ot iaeuea having optional oall perioda, 
There are alread7 appreciable .-untl ot fixed Mturi t:y 
obligation• ooaing due in ovary 7ear through 1~, 
Oli:Oept 1946 (Chart V), 

Br1 t11h aDd rrenoh GovemMnt aeouri Uu re-.i.Md prao­
tioall7 unoha.nged laat waek, r1nn11h bonds dropped Tel')' 

ilharp17 and other Soand1navian 11euee ao•what 1e11 
aha11117. 

Regraded Unclassified



Secretary Korgentbau - 2 

I . Oondi tion of the Market 

The refunding of the Maroh 1911-0 notes -- the largest re­
funding operation to face the Treasury since the Liberty bond 
refinancings -- will come, if carried out in the next week or 
so, at a time When the market tor new capital issues has been 
thorougb1y awakened trom the etate of virtual inactivity that 
eXisted during the outbreak- of- war crisis. This awakening 
has not been limited to offerings of Government aeouritiee 
alone, but has extended itself euooeeatully to the field of 
municipal and corporate obligations. During the past tew 
weeks, tor example, relatively l ·arge amounts ot long-term 
bonds have been floated by the City of New York and the 
Public service Company of Colorado. 

During the past eeven weeks, the Federal Government and 
its agencies have floated $1.5 billions of notes and bonds in 
the market. Eaoh new offering has gone well in the market , 
and, w1 th the exception of the March 1911-1!. note, each new is­
sue is selling in l ine with other eeourities of comparable 
term and character. The March 1911-11- note, as has been pointed 
out previously, ie still somewhat out ot l ine , selling at the 
close on Tuesday, December 5, to yield one basis point more 
than the note maturing three months later, instead of a number 
ot basis points lese, as might ordinarilY have been expected. 

Treaaurr obligations, as a class, have shown considerable 
strength in the market during the past month, and, at the 
close on Tuesday, December 5, long-term bonds were about two 
points above the prices obtaining a month earlier {Chart I). 
The reaction which started during the middle or last week at 
the time of the development of the Finnish crisis, however, 
caused long bonds to lose about a point. 

It 1s important to note that long-term Treasury& have 
done less well in the upswi ng from the September lows than 
have either higb-grade municipal or corporate issues. Th11 
relatively poor performance is brought out in Chart II , which 
shows the downward price awing {upward yield movement) ex­
perienced by eaoh type of issue between its summer high and 
its September low, and the upward price awing from that low 
to yesterday' s close {December 5). 

Treasury bonds, it ie noted from the chart, started to 
decline earlier than either municipal or corporate issues. 
Their decline covered a somewhat longer period, and amounted 
to a little lese than the decline of the other i asuea. Thia 
was probably due to the support given the Government bond mar­
ket early in September by the ~ederal Reserve banks and the 
Treasury. On the upswing, Treaaurya started later, and, when 

.. 
Regraded Unclassified



ss 

oollp&Nd w11b the otber 1e- •, haTe reooYerad a ual.ler pro­
porUon ot the P'OWld loet. llwllo1pal bond prloee, tor ex­
aJIPle, are not tar troa t~1r -er hllb• (reaahed JWle 211-), 
and corporate bolide haTe reoo...erad about three-quarter• of 
thelr 4eo11ne. LOIIC-tera 'l'reaftJ'111 on ~ other haM., baTe 
reoo...ered only a 11 Ule aora than halt ot the deol1ne ezperl­
enoed between June 5, the -r hllb, and 8eptellber 25, ~ 
or1111 low. 

II. Who Holde the lfarah loteet 

In T1ew of the large .-aunt ot t~ lfaroh note utur1 tr, 
1t would be part1oularl y d .. 1rable to ll:now at thle t1M who 
holde t~ llaroh not... There 1e a Ter, llaited .-aunt ot 1n­
tormat1on with H8p&Ot to the aotual aaount1 held by the var1-
oue olaa8ea ot 8eourity holder•, however. The aTallable 
stat1Btioal. data do not brealt down hold1nge by iuu .. , and no 
8)'etem ot direot 1nqu1r, to obtain th11 intor•t1on i8 &Tail ­
able at the preeent t1ae. !'he t1gure1 that we haTe been able 
to obtain troa T&riou• 1ouroe1 and t or Tar1oue datea are lh01r11 
i n the f ollowing tablel 

Holder l 

Federal Reeerve Open Market 
Aoow.nt .. . ...... . ........ . 

3 national bank• in Me• York 
01 t7 ...................... . 

10 national bank• outei de ot 
New York 01ty . ..... . .... • . 

Firat National ot Baltimore • • 
Total, l~ large national 

banlta . ..•. . .• . .. . . . . · · · • 
goo inturanoe o011pani ...... . 
200 a&T1Dg& banta •••••••• • • • 

Total aooounted tor ••....• 
Not aooOWlted t or •..•..•.... 

Total outetand1ng ••..•• 

Date 

11/29/39 

VarlOUI 
datu 

in 1939 
Varioue 

datee 
in 1939 
10/28/39 

12/31/38 
12/31/38 

lmount 
(aillione 

ot dollare) 

162 

70 

4g 

53 

171 
59 
12 

1,378 

Peroent 
ot 

total 

u.s 

12.~ 
4.3 
.s 

29.3 
70.7 

100.0 

Note: 5ational bank tiguree troa Oo~~ptroller ot the Ourreno7. 
Ineuranoe oompany and eaTinge bank t1gur01 from Poor'• 
lfanUal. 
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In a441 Uon to the abo"t'e fisuree, we haTe eoM info~ 
tiOn proTided by ll'o Roa.ee Of the redel'U R .. ern Bank Of Jew 
York. He 11ti•'-• that from t450 1111lione to $750 111llione 
of the aatul'1ng notee are held in h1e rederal Reeern d18triot 
with h1e 1 b .. t gue111 at $650 Ja1111one. 'l'hle &llOUnt include a 
the $162 IIS.llione held by. the hderal Reeene Open Market .A.o­
oount and probably about $100 111lliona held by other holdere 
included in the &bOTe table. 

Inadequate aa they are, the foregoing figures indicate 
that ooameroial banks as a olau are probably the aoet UlpOl'­
tant holder• of aaturing notse. They indicate aleo that Jew 
York Oit:r baJIU probabl:r hold a dgn1t1oant proportion of the 
total holdJ.nge of all banke. 

There 18 another faotor beei du bank holdJ.nge, howner, 
wh1oh M7 be quite iJIPOl'tant at th1a financing. .About 55 pel'­
oent ot the llal'oh notee wae 18811ed in 1935 to refund the 
3-1/2 percent nret Libart:r bonda. The inoou fro• theae 
bond a wae exempt troa J'edel'U aurtaxee, and, aooordJ.ngl:r, 
aany ot thue bonde were held b:r weal thT indirtduale, who 
wanted to take adTantage ot their tully tax-exeapt etatue. 

It ie quite poesible, therefore, that on the oocaaion ot 
the com1ng refunding, a muoh larger than U811al proportion ot 
the maturing notes will be in the banda ot individuals who do 
not want, and will not peraanentl:r hold in t hei r inveatment 
portfolio• a TreaBill'7 bond llhieh i1 not exempt from 811rtaxee. 
It the Trea81ll'7 offere theee holdere a ohoioe between a new 
bond and a new note 1n exchange t or their holdings, the:r are 
likel:r to prefer the note, unleee it ia prioed too u.nattrao­
tiTely ae compared with the new bond. It the Trea81ll'7 ahould 
not otter a note option, or it such option ahould be urel:r 
nomtnal beoauee ot the relatl't'e pl'1o1ng of the 1881188, these 
indi't'idua1e Jalght be inclined to aell the rights to the new 
ie811e, or to eell the bond acquired in exchange. HeaTJ sell­
ing eo engendered 111ght place the •rket in a rather weak 
techni cal poei t1 on, parti 0\llarl:r it it happened to coincide 
with untaTorable foreign de't'elopmente. 

The tact that ooauaeroial banb, eepeoiall:r those in New 
York Oit:r, hold a considerable proportion of the maturing notee 
aleo contributee to the poeeibilit:r that the exohange offer­
ing, it it inoludee an attraot i'f'el:r pr1oed long bond, 111ght 
place the entire GoTernJDent eeouritiu market in a weak teoh­
nioal poa1tion, !beee banke are quite l ikel:r to undertake an 
important 1toondar7 diatr1bution operation 1t the:r obtain 
long bonda in exehange, and th1a operation 111ght be dJ.eturb1ng 
to the •rket. 
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Secretary Mcrsen~ - 5 

III. XaturitJ Preterencea ot Holdere 
o thi Plibiio Dibt 

sa 

A1 t hcush our intor.at1on on the boldinsa ot the Xaroh notes 1e quite 11rl1ted, we do han intor.at1on the the aatu­
ri t:r d1etribution ot the bol41ns• ot all direot Goni'Ment securiti es b:r the prinoipal olaaees ot holders. Theae data 
are presented in Chart III. The:r are in terse ot the 'pri­vately held aarltetabie euppl:r1 ot the d1reot publ1o debt, a defini tion which exol udea United States 8av1nge and AdJusted Service bonde, and aeouritiee held by the Federal Reeerve 
banks and Federal governmental oorporat1one, creell t agenciee, and t rust tunde. 

The chart pphaaizee the taot that banks tend to concen­trate t heir holdings in the ehorter maturitiea. About 46 pel'o oent or the direot publi c debt hae a matur i t:r ot more than ten :rear a, tor exemple. Banke in Nev York and Chicago, however, hold only 36 percent of their Government portfolio in euoh 
u t uritiea, and all other inaured commercial banlte oute1de of these citiee, onl:r 41 percent. In.urance oompani ee, on the ot her hand, have 56 percent ot their portf olios in the l onger bond e. 

IV. R1ghtl Values of lila turing Notee 

At the oloee on 'l'ueeda:r, Deo•ber 5, the bid price tor t he righte on the March notes atood at t he high level of 
1-10/32 pointe. Right• have been moving upward tor about three wee.lte, the gain having aaounted to 6/32 of a point. 

!he high laval of bide aade tor the MAroh righta would ee811 to indicate that the IIIArke t anticipate• a long or medium­long bond v11.1 be i noluded ae one ot the vehiolee tor the approaching refunding. In paet retundinga ot Treaeur:r notee, i t ia observed, the aarket haa auumed that the Treaaur:r would be 11kel:r to pri ce ita iuuee eo that a larger premium 
would be carried b;r a long than b:r a abort i eeue offered in exchange. Aooord1ngl:r, the aarltet h&e allowed 1te antici­pation of t he length of the exchange iaauea to control, to a 
considerable extent, the level of the bide made tor ~~e r1ghte. Bide &II high ae those obtaining at present have, aooord1Jl8l.y, been aade onl:r when t he aarltet h&a been antioipat1ng a rela­t1vel:r l ong 1eaue. Thie vao the oaee during the fifteen •~ntha preoed1ns the war or1eh, when the aarltet genarall:r e:r;peoted lons bonds and wae uau&ll:r correct in ita e:r;pectat1c'\• 
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Chart IV oc.par .. the Yalue of the rights on the .. tur­
ing iuue with the precua oarried b7 the i .. ue• offered in 
exohange in each of the 'l'rea.ul')' note refunding operation• 
engaged in e1noe the beginning of 1934. 'l'he right• Yalu .. 
haYe been taken on a daie about fifteen da7• preceding the 
day of ieeuanoe of the new eeouri tie 1, 10 a1 to elia1na te, a1 
tar as poasible, the influence or official int imation• a1 to 
the oheraoterietios of the new ortering1. J'or 1impl1oU7, the 
h1gneet right Yalue bid hal been taken when two note1 were re­
funded at the 1aJD8 t1a1, and the h1ghe1t prea1WD aYa1lable at 
the oloee of the fir et da7 ot trading on &nT eeour1t7 offered 
1n exchange has been taken when al.ternathe exchange .. ouri­
tiee were offered. 

It appears, as shown in the bottom grid of the chart, 
that the premiums carried by the new iasue (or by one of the 
new issues, if two or more were offered) were in exoe1e or 
t he market ' s bid tor the rights in eight of the nineteen re­
tund1ngs . In each or these oases, the Treasury offered new 
bond.s in exchange tor the maturing '-uue. On the other eleven 
occasions, the premiums carried by the new issue were lela 
than the market'• bid tor rights. In five of these easel, the 
Treasury ieaued new notes in exchange without the option of a 
bond, and in three other caeea, added to issues of securities 
already outstanding. Premiums carried by such offerings have 
ordinarily been lower than those carried by new issue s or 
bonds. 

It 1a interesting to note in connection w1 th these nine­
teen retundings that, in the aggregate, the excess of premiums 
over righte values just about balances the excess or right. 
values over prelld.ums. In other words, a speculator who pur­
chased an identical amount or each or the maturing notes at 
the prices shown would have come out just about even if, on 
each occasion, he had availed himself or the exchange offer­
ing, and then had sold the new issue at the close of the fir1t 
day of trading • . 

V. Oompoe1 t1on of the Public Debt 

The large amount or the March notu -- the largest amount 
or Treasury debt with the exception of the Third Liberty Loan 
ever placed in a single iesue of fixed maturity obligationl - ­
fooueu attention again on the intrinlio .uperior1 ty troa the 
point or view or the Treaeur7 or i1auea having optional call 
periods. Large f i xed aaturit1ea such aa the one to be refUnded 
might be quite embarraeeing to the Treaaur)' ehould theJ come 
due at an inopportune time . 
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The pre1ent oompoeition of the public debt ola1sified 

vi th respect t o t he UIOW1t of debt callable and 11atur1ng in 

each calendar year i1 presented in Chart v. Th1e chart dif­

fere trom eo11ewhat e1lll1l.ar oharte wbioh we haYe eubmi tted 

preYiouely, partly in that it include• guaranteed as well ae 

direct debt, but aore 1aportantly in that it ie pr1aar1l.y 

clanit1ed on the bal11 of whether the •eour1tiee han fixed 

uturit1ee or optional oall proY1eione. 

The chart ehowe that there are nov fixed aatur1 t1ee of 

appreciable a~~ount in every year through 19~8, except 1946. 

Beyond 1944, howeYer, these fixed aaturitiee are neYer greater 

than three- quarters of a billion dollars i n any one year. 

VI. Foreign GoYerJll:lent Secu.ritiee 

Britieh and Frenoh Government securities underwent little 

change this week. Brit1eh 2-1/2 percent console oloeed on 

TUesday, December 5 , at 67- 7/8, to yield 3 . 6g percent , as com­

pared with a yield of 3. 70 p arcent last TUeeday. French 3 

peroent perpetual rentee olo11ed at 71. 95. 

The Russian invaeian of Finland has b een followed by a 

severe decline of Finn1eh bonda on the New York Stock Exchange 

and so11e veake:llng of moat of the loans of other Scandinavian 

oountriea. The preeent leYele of representatiYe Scandinavian 

i ssues, as oo11pared with their levels Just b efore the or1eia 

and their highs for the year , are ehovn in the following table: 

: : : : . 
:High for: Tues., : TUee.,:decl1ne, 
: 1939 :Nov. 2g :Dec. 5 :Nov. zg_ 

: Deo. 

(closing prioee) 

Finland, 6•s of 19~5-····· 107 g8 36-7/g 51-l/g 

Norway, ~1/~' s of 1965 .. • 103-7/g 83-1/~ 69-1/~ 1~ 

DeMe.rk, ~l/21 & Of 1962. . 97-1/2 59-lA 
• 

50-1/2 

Attachments 
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Chart I V 
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75 
TREASURY DEPARTMENT 

INTE"R O FFlCIE COMMUNICATIO N 

DATE Dec • 6 , 1939 • 

TO 

Subject: 

Seoretar~~genthau 

Mr. Ha~ 

An I~portant Technical Consideration in Connection 
w1 th the Refunding o! the March Notes 

It is emphasized 1n the aooo~panying •setting• memorandum 
that the ~oat i11portant holders o! the ~larch notee are OOIIIDer­
c1al banks, and that many o! these banke do not desire long­
term bonds at the present time a s a permanent addition to 
their portfolios . 

It i s also pointed out that 55 percent o! these notes were 
originally issued in exchange tor First Liber ty J- l/2's -- an 
issue which, at the time o! its call, vae largely held by 
wealthy individuals because o! its complete tax-exemption 
feature. A much larger than usual portion o! the •rights• may, 
theref ore, be held on the present occasion by wealthy indivi­
duals who originally acquired them in thie manner. Such in­
dividual& are not likely to be interested i n acquiring a par­
tially tax-exemp~ security such as a Treasury bond tor permanent 
holding, irreepeotive ot maturity. 

These considerations cuggest that, it a predominant pro­
portion ot the original exchanges should go into a long- term 
bond, a great deal o! secondary distribution might be required; 
and that even a medium- terg bond might r equire in this instance 
a ~ore than usual amount ot euoh distribution. 

A two- or three-way exchange of fering of the ordinary sort 
i s very apt t o result in just such a l opsi ded dist ributi on, even 
i! a conscious effor t ie made t o avoid it. This is because the 
pra:nium on a note can be cut shorter than that on a medium-term 
bond, and t hat on a medium-term bond shorter t han that on a long­
term bond, with an equa.l degree o! safety. I t this i s done -­
and it i G difficul t to avoid it -- the banks, end, to a lesser 
extent, the veelthy individual holders, wlll "go" tor the big 
premium, irrespective of their intentiono with reepeot to per­
manent holdi ng. In this way the market mi ght be placed in a very 
vul nerable position technically, 
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secretary Xorgentbau - 2 

It ie euggeeted ae a seane ot avoiding th1a 41ttioulty, at 
least in large part, that we sight e~lore the poeeib1lit7 ot 
Jlllil:ing the exchange otferi.ng in fixed *roportione, aay, one­
third notes, one-third sediua-tel'll bOn a, and one-third long­
taM bonde -- or, one-third notee and tvo-thirde aedium-long 
bonde. It thie were done, oo11111eroial banlr.e ae a olaae would 
tend to retain permanently their allotments of notes and me41ua­
term bonds, while wealthy individuals would tend to retain pe:r­
es.nently their allotaenta ot (full)' tax.-axempt) notes. The re­
quired amount of eeoondary 41etribut1on might be eubetant1all7 
reduced 1n this manner, and the market eo placed in a etronger 
technical position. 

It ie true, ot oouree, that in certain oaaee sose eeoondar)' 
clletribution would ba requ.ired under thia plan whioh would not 
otherwise have been necessary, beoauaa soma individuale would be 
•torcad1 by' the arbitrary allotment to accept eeouritias which 
they did not desire. It i a not likel7, however , that the eeoon­
dary distribution eo made neceasarr would be an iaportant offset 
to that avoided. Thie is beoauee the claaaee of 1nveatore who 
would be moat likely to otter their ahorte:r-tarm securitiea tor 
secondary dietribution -- inBUranca oompaniee, tor example 
hold relativol7 few rigbte. 

The taotor ot eatety on a 11 tixed package• offering ot the 
type suggested would, ot course, be determined b7 the composite 
pramium on the combina tion ot eeou.ritiee offered, and oould be 
adjusted aomewhat aore easily than that on an offering of the 
usual sort. The larger the proportion ot this •oompoaita• pre­
mium whioh wae apportioned to the shorter securities, the greater 
would be the taotor ot aatety tor the entire offering on ori~ir~ 

issuance - but the greater also would be the pou1b1li t)' otthe 
lons-term bond going below par in the event of a subsequent gen­

eral market decline. 

The sugge&ted prooeduro appea.re to have sufficient a priori 
merit to warrant an inquiry into the l1kel1 market reaction 
vhioh it would arouse. While it is without precedent (at least 
since the World War) tor an exchange offering in the oase ot a 
direct security, i t hae a recent precedent 1n that of a guaranteed 

security. This precedent ie in oonnaotion w1th the BOLO l - l/2 per­
cent bonds whioh lllltured on June l of th1e 1ear. The holders ot 
these bonde were given the privilege ot exchanging them in the 
fixed ratio of 40 percent 1n new 1-;year 3/S percent bonde and 
6o percent in new 2-7ear 5/S percent bonds. Thie d1v1a1on -
whioh aet the requireaente of the HOLC ~:~uoh better than thaT could 

have been met by a hapha~a.rd exchange detllrmined by the rdat1ve 
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December e, 1939 

Lunch with Harold Hochech1ld. 

'rold him whd I had in mind about mol)'bdelllllll. 
He ehowed me a telegraa from Xr, Beattie, in England, 
one of hie principal etockholdere in Climax llolJbde­
nwa, euggeet1ng the7 etop eelling Rueeia a117 more 
mol7bdenua. 

'rhe1r contract with Amtorg exp1ree the end of 
th1e 7ear and on Frida)" he plane to take it u,p with 
hie Board of D1rectore and eugg11t that the7 do not 
enter into anot.her contract with Rueda for the eale 
of an7 1110l7bdenwa_.· He I&J'e he will be nr7 glad to 
do t h ie, eimplJ ae a reeult of m1 connreation. 

He ie aleo going to talk with tbe Pruident of 
lenneoott, who produoee about •,ooo,ooo pounds a Jear, 
and aek them if tbe7 will do the eame, 

He pointed out to me that the7 make ooneiderable 
ealu to Japan and if we make a e1m1lar request on 
Japan the7 will be glad to take it up with the Board. 

I then told him that I would take 1 t u,p with 
the Engl1eh and the J'renoh and aelt them whether the7 
oould not 1noreaee their puroheell of mol7bdenua, 
ba11d on the telegr- that I got fro• 8ull1tt about 
the 16th trom Bullitt, where Profeeeor Rlet ea1d 
mol7bdenua wae the one thing tba t Gel'llalll' needed more 
than anttbing elee that we oould etop her from getting. 

I aleo told h1a that ·we would eee whether we 
oould bu7 anr mol7bdenwa ae a war etock for our own 
GoTernment. ~ underetanding with Hoobeoh1ld wae 
that tb1'e wae not to be quid pro quo and that be would 
go ahead independentlJ, and he agreed to that. 
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Mr dear Mr. Seoret&r7: 

DEPARTMENT OF STATE 
WMHINGTON 

Deoeaber &, 19~9 . 

I eubaltted to the Pree1dent todar the queet1on 

of the aoet eat1efaotorT aeane and aethode of contact 

between the purohae1ng a1n1one vh1oh are being created 

in th1e ooWitrT b;r f oreign go't'eraaente, and the Aaer1can 

Oo't'eraaent . In doing eo I called to hie attention the 

auggeetion put forward b;r :rou in :rour aemorandua of 

lfo'f'ealler 10. 

He hae appro't'ed the creation of the oo .. ittee 

therein euggeeted , to report to hi• through Mr. 

XcRe;rnolde. 

84 

The French and Bri t1ah laban in have been accordlngl;r 

inroraed toda;r, and I aa attaching copiee of the aeaoranda 

gi'f'en to t hea. 

The aatter or the eelection or t he chalraaneh1p or the 

coaait tee and the despatch of the neoeeaarT letters aaking 

theee officers to aeeuae theee dutiee requires attention 

and I shall consult 7 

Enoloeuree: 
Xeaoranda. t 

The Honorable 

ReDrT llorganthau, Jr., 
.. , .... 
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Ec11aona 

a ••• lrl 

:: ~ 
Ill'. a.berJ.Da •r. K&Alee 
Ill' • Sull1 Y&ll 
Ill'. lklS..OU 
Ill' • •or.. 1Jle 
.&~1Nl Pllrlona 
Capta!Jl Kftue 
•r. Speer 

I think tbe qu1ckeet _, to or)'atallbe th1a thing 
1e to mention ooe problem and then aee where we 
at&Dd on tbat . Perhaps that will br!Jlg out the 
po1nta on the otbera. 

llow, here h what the problem 1e that we haYe bad, 
We are Yer,. anx1oua to quickl7 build up some -11 
boata tor harbor and coaatal detenae, beoanae 1n 
the laat -r we had to melee Yer)' quick use or a 
lot ot ,aohta and pleaeure boata and one thing or 
another, ao we have been exper1menting both witb 
American dea1gn and with an Englleh design ot boat, 
The Englleh dea1gn h all t1n1ahed, the boat 1a 
ready. 'lba American designa are still 1n the 
proceu ot building and are purel7 experiaontal. 
We don't know 7et wba t tba7 will do . We bop& tba)' 
will beat the Engllah dea1gn, but at111 we can gat 
that and .. have been turning on all the heat to 
get it quickl7. 

We -d• a deal with the Bleotr1c Boat CoJIIP&ft7 'IIIlich 
llr, Sutphen repreaenta here today to fabricate aome 
or these boata. 

Be haa gotten ao handsome aa he gets older that I 
d1dn' t recognize hbl, 

•• ueed to talk bo&ta. 

Be 1a an old pal or wq tatber' a, 1a that r1ptf 

'lmt 1e ript. 

Be ia ao bandaoma I d1dn' t recognise blll. 

• • 
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Edison : 

Sutphen: 

fd1son : 

H. M. Jr: 
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Well , incidentally, he is one finn - the El ectri c 
Boat Canpany - that ha s been actually sending 
checks back on the Vinson-Trllllllllell Act and he did 
it w1 thout wait ing for the order - without its 
being pulled away from him, eo the reluctance 
against paying anything back on the Vinson-Trammell 
Act has not existed in the case or the Electric 
Boa t Company. 

'!bank you. 

But we made th i s arra ngement . We have these boats 
over here and we have been trying to get them 
tested and we tried to obtain 2~ or 24 boats as 
rapidly as possible, because we want to get a 
group or them to try out practically, for one thing 
as a group, then we also wanted to develop a method 
of building them 1n quantity production, wanted to 
develop a factory uni t that can turn them out, not 
only those boats but other boats too . So, as I say, 
we have been turning the heat on in every direction 
to get this t h ing c losed up fast . 

In or der to make these boats cheap and fast and t o 
develop this technique or quantity production, they 
have to build an addition to tho plant at Bayonne 
at a cost of some $600, 000, wh i ch is going to be 
built solely for this purpose and i s not needed by 
the Electric Boat Company for any business they 
may get 1n Bayonne and it is really a unit solely 
for this purpose, to give us the kind or unit we 
wen t end to build these boats, 

The onl y thinG left now, 1n the negotiations , except 
a ctually signing the contract, is the question of 
whether ell or any part of t :'lis $60 0 , 000 will be 
granted to them as a part of the cost in a closing 
agreement such as we discussed previousl y . Now, 
that i s the probl em and the answer to that , I think , 
wil l br ing out the points that we went to discuss . 

Wel l now, 
suggested 
them wile.t 
elation. 
bod,- • • •• 

Guy, 'llho do you want to talk - Mr . Edison 
we use this as a formula end explain to 
the President ' s provi s ion is on depre-
Do you went to do it or do you want some-
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BelYel'lllgl YCJU MaD NlaU'fe to thla 0011traott 

B.M.Jrl 

Bdiacoa 

Belveringa 

H, M, Jr l 

Edisoru 

!f,II,Jra 

Sutphen a 

H. N. Jr: 

Helveringa 

B,LI,Jra 

Let 'a UN thla aa an exa~~ple. Mzo. Bdlaon wanta 
to uae thh ODe, 

In other wol'da • we ha•e a dltterant case 1D 
Ae~utlca • but we have an exactly aSlallar case 
in ordinanc e. 

Well. em th1a particular ca .. , we have no 1n1'ol'B*­
t1on at ,.11 on the Bureau except what was handed 
us this 1110ming, 

Well, ae you fellows can think f ast, ask Mr. Sutphen 
any ques tions . Let's just develop for Mr. Ediaon 
what we would do , Let's find out what be wants 
and just go through the motions and use this as an 
examp le. Ask him what be ie f!~g to do , and eo 
forth, and g ive him an a pprox te ruling on bow 
we would handle it, that is what lir . &clison wants 
and that 1e what I would like , 

I wae under the impression, , , , 

I think you eaid that you had been at this, hadn't 
you - wasn't this the one you said you had been 
wal.ting for weeks or months ont 

It baa been a year, I think. 

Mr. Bel ver1Dg says he got the first thing on i t 
this morning. Let ' s call a epade a spade, see, 
so we find out where we a re wrong and if, by nny 
chance , the Na vy 1s ..rrong . 

I will correct that to this effect, that the 
gentleman called yesterday but the only wri tten 
s t a tement ie what we received this morning. 

Did you get that, Cbarliet 

Belvertnga I haven't even read that . It was given to me 
since I came here, 

B. M. J ra It i s a compliment to us. Tbe7 think tt..t we oan 
look 1n the stars and ge t the an ewer, but an,....y .... 
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Edison: 

Foley : 

H. !I! •. Jr: 

Fol ey : 

Foley : 

Sutphen: 

!:I, JI , Jr: 

Sutphen : 
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I understood from the talk we bad the other day 
and from this letter, that a ll closing a greements 
wore out. 

No. 

Then I have got the wrong i mpression. 

1•r . Secretary, I wa.s banded t his as I came in the 
door , too . From just g lancing at it, thi s is the 
samo situation as the Consol i 'iated, 'lhere is a 
conditio~l bid submitted t o the Navy based upon 
a closing agreement bein{f entered into w1 th the 
taxpayer by tho Treasury. 

Sit up nex t to lo!r, '!:dison, will you, Ed? 

Thi s was just handed to me as I came 1n the door 
and as I read it th i s situation is practically the 
same as the Consolidated case upon wilich the letter 
was written the other day that you have referenc e 
to now. In other VIOrds, the re i s a bid conditioned 
upon .~600 ,000 being writ ten off, That ~600,000 
1s the cost of t he plant? 

'!'hat is right. 

Do you want to write off tho wbol o business? 

~hat we ask ed for was whether we would have the 
privilege o f writing off one half of it. 

Do you mind my interrupting you a minute? Nobody 
here 1n the Treasury has had a chance to read this 
thing . Cou.l d lir , Sutphen s tate wha t the proposal 
is and then one of my peopl e will tell you wha t 
we can or cannot do. How woul d tha t be? I t gives 
u s a chance to do our homework in the open, \'/hat 
i s the proposal , Mr. Sutphen? 

Well now, Mr , Secretary, I appreciate the fact 
t hat your department hasn ' t seen this, but 
duru1g the period of nego t iating the matters 
with the Navy, it has b een d i scussed time and 
again how we would p repare to bu111 these units. 
In other words , it is not an ordinary boat 
buildin g job, it 1s half airplane and half boat . 
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'!be7 are aqgipped with oYer 3, 000 bonapow&l' 
-.4 I -t to Bngl•nd at the Nqueet or tbe 
Seoretal"J and a cqgil'ed thle boat oYel' theM 
tol' tbe WaYJ'• aoCOQDt and ottel'ed .y ael'Ylcee 
gNtla tol' all or thea. 1IIMD we decided on 
the pl'Opoaal or the t;,pe or bo&t the7 would 
ant - lbe,. w.nt to dupllcete the Bl'itlah boat 
COIDpletel:J and the PNaident baa &lao had coo­
tel'ellOH with ua. I met the PNddent ovel' t h h 
with the S&oHtal':J within the laat alx weeke. 
Tbe PN.S.dent' a remarks to me - he aaid, "How 
aN we going to take care or an lltllergenC:J or 
the boat buildel'a, emall tinsa all oYel' the 
countl':Jt• He had gone throuah i n the last war 
the building or 11o-rooters and I had preceded 
him by building tor England and Fre.nce ao-
580 to &oo-toot boats before we entel'ed the 
war, ao the Presi d ent and I understand thla 
=all boa t pl'Oblem or production and quantit,. . 

I aald, "Mr. President, i f the Depar~nt aeee 
ita way clear, we have in mind building a separate 
unit." We have at Bayonne now a plant where we 
build cruisers, and the Seol'etary knows i t . We 
have been there for torty years. But tb1a ia a 
secret Job in a wa7. The Depa rtment wants to 
keep all thla Job more or lese a secret and I 
ab'ongl:J urge that . To ll1x 1t up in our own plan, 
take p&l't or one building and part or another; 
it waan' t practical. TheM baa novel' been, I 
dan 1 t believe, in the histol':J of the United States, 
a reall7 planned boat building plant ahead ot 
production and this 1s what we are tryUlg to do 
beN, plan it in advance and make 1t econolllcal 
as a building unit and to build exped1t1ouely. 

The President aald, •uow am I going to take caN 
or theee other builders in case of -rgenC:Jt• 
I eald, "We han tbougbt that out . We can sub­
license th- UDder our agreeiD81lt with this Bnalhb 
t~ and we can tabi"ioate in this building probabl7 
taster thaD the7 can •••-ble in thea• •-ller 
yarda.• Be ea14, •I .. perteotl7 aatiatied, but 
I just wanted 10\l to bear in 1ll1n4 I want tbe 
tac111t1ea, 1t we go into this thing, so we can 
Nproduoa raat.• 
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H. M.Jr: 

Sutphen : 

H. !J . Jr: 

Sutphen : 

3 , U. Jr: 

Sutphen: 

H. M. Jr: 

Hel verint< : 

- 6 -

Well, I think we have got kind of a reputation 
1n the last war of reproducing thi .ngs when we 
bui lt 150 ships at Newark, a complete sh ip every 
three days. 

May I interrupt youT 

Yes. 

Do you mind- get right down - let's get down 
to thh thing. 

The point is this , Xr. Secre tory, that I f i gure -
enc! I made my bid conditional , that this plant 
unit would cost .l;600, 000. •:1e asked that we be 
peroitted t o charge off at l eas t one-half of that 
a~unt on account of buildin~ t hese boats undor · 
thh controct . 'Je don't know whet the boats will 
cost, no one knows. ·,7e hope , though, that we can 
clear ourselves and ·•ri te that of f so that in the 
future we cwa make better prices to the Na vy or 
to the Coas t Guard , wboever wants to use the 
fa cili t l e s. 

You want to buil d a building to cos t $ 600, 000 o.nd 
you want to write off half of it - how quickly? 

Wi~~in the next two years , durin! the l i fe of 
these two contracts . 

That is tho proposal? 

Yes , sir. 

Now , can you (Foley) or the Conuniasioner - we can 
answer very easily what we can or cannot do. Now, 
Mr. Belvertng or Mr. Fol ey, who will answer tha t ? 

92 

\'/ell , our depreciation rates on buildings , of course, 
are very well established , Upon the proper certi­
fication of t he llavy that this build1n6 will be 
used for t his purpose o~ly, and that the use - at 
the end of the useful per iod i t will either become 
the property of t he United St a tes o r will be con­
tinued 1n other contracts - we only allow one hundred 
per cent depreciation. 
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It doesn't matter eo much to us whether it 1e 
written off in two years or four years, 

B. :I: . Jr: One hundred percent depree1at1onf 

Helvering l 1bat is all we can take on this building. Ae 
tar as we are concerned, it doean•t ~~~&tter eo 
much how mueh of that gooe 1n, but it h 1n­
ooneoivable tbat 50 percent of it will depre­
ciate in one year, that tho use of it would 
be 50 percent gone in one year, because I have 
an idea this is a firm, substantial building. 

Sutphen: Oh yes , the Austin people would construct it. 
It is vary s1m1lar to an airplane plant in the 
details of construction, 

R.M.Jr : This isn't any different tban the Consoli dated? 

Poley: No, th i s is the same as tbe Consolidated, Mr. 
Secretary, 

Edison: Yes, but in the ease of the Consolidated, they 
wanted us to advance the money to build the plant. 

Foley: 

In this case, be 1s going to build the plant a.nd 
all that but he merely says, "Please let me, in 
figuring the profit on this thing for V1nson-Tramcall 
business, I would like to know now that I can put 
haJ.f of that in the cost before you make me turn 
sane money back. • 

This isn't a question of financing in advance like 
it is in the Consolidated. 

No, but 1n eo far as our problem ia concerned, the 
use of the closing agreement to detar.nine in advance 
the rate of depreciation of this plant construction, 
it is the same problem as we bad in Consolidated 
and from our point of view it doesn't represent 
an::r different kind of a tax problem than Consolidated 
did, Where we are talking about Jigs and dies and 
tools, and equipment of tbat character that is 
acquired especially tor the contract and wc:n't be 
used except on that contract and it is reasonable 
to assume when the contract i s completed that it 
won't be usable again , we can agree now as to what 
ho would be entitled to at the completion of the 
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contract in so far as the write-off of tho cost 
of that kind of equipment, but where we are 
talking about writi ng orr t ho cost of a building, 
and what that build ing can be used for and what 
i ts value is at tho end of this contract , we are 
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in the realm of conjeotu~ and we are Just guessing 
and I don 't think we can safely use the cloetng 
agreement to tell now what the value or this 
building is going to be , either in two years or 
three years or four years . We will be perfectly 
willing to sit down with Kr. Sutphen at that time 
and determine what depreciation he can take 1n 
so far as profit under the Vinson-Trammell Act 
is concerned a nd in so t ar as his tax problem 
is concerned, but how we can do that now, when 
we have no fa cts upon which to go, is something 
that I think is unreasonable for them •• • • 

Is it a matter of law or a matter of policy? 

I think it is a mixed matter or law and policy. 

We ·are bound by reasonableness anyway, 

May I just try to be helpful? The President was 
in complete sympathy on our turnlng down the Con­
solidated boat t hi ng because it hinged on e write­
off on tho build ing , you see , irrespective of 
where tho money came trom. It this thing is on 
a building, "e can 1 t do anything, but now let oe 
make a suggestion. In con templating the con­
struction of these boats, are you going to put in 
any special machlneryt 

No , Jus t ordinary ... oodworking machinery. 

You see , tn the case of the Col t Arms, there they 
had to put tn a lot of special Jigs and dies wj i ch 
would only be used for the production of this 
particular gun, couldn' t be used fo r anything else 
but that one gun and the Army certified that those 
jigs and dies would be completely used up and would 
be useless a t tho end of the lite of the contract. 
Now, in that case we could go along and I am right 
1n saying that we permitted one hundred percent 
depreciation, I believe. Is that right! 
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That 1a right. 

On tho Jigs and d ies, and the production of this 
gun, 'llhich could only be used - I moan t h is machinery 
they put in could only produce that and nothing 
else. 

And then there was a condition thoro that i f tha t -
those same tools and machines wore used on addi ­
tional contracts, the cost of that wouldn't be in­
cluded in tho bid, 

They wouldn't include the coat of the dies and j i gs 
twice . I am giving you this example to try to be 
helpful. blr. Edison wanted to know where tho Navy 
stood . Now, we can do something with you on special 
macb1nery but on buildings , no • 

V•bnt I am trying to get in my head is , what st,.,..ios 
you on bui lding ? I mean , if you have a building 
and i t costa so much and you charge it all off in 
ten minutes , I mean right on the first boat or righ t -
you meke no profit but you make t wice as much tho 
next year, I don't aee why • • •• 

The point i s this: The purpose of this mee ting was 
to try to explain our atti t ude. We don 't consider 
that we should g ive any special treatment to a 
manufacturer who i s manufacturing somet hins for 
armament purposes than we should to a manufacturer 
who 1s manufacturing a dictaphono and the pra ctice 
of write-offs on buil dings i s something which goes 
through the .mol e history of Internal !!avenue and 
our own factory - I don't know what the "Ti te- off 
is, but if you were go ing to build a new factory 
to manufacture the new Ediphone and came in here 
and said, "We have go t a brand new Ediphone and 
we have go t a wonderful market ; we have got 100, 000 
sold , but we have got to build a new building, but 
before we do i t we want to know whether you will 
let us wri te this thing off on this one order 
which we have fo r 100, 000 Ediphonos. ".Vill :you - it 
will take us t hree years to produce 1t, will you let 
us wr1 to 1 t off 1n three :years? We have this order, 
a firm order. • Wel l , the answer would be no . 

Mr . Edison, you go ahead and build your building , 
and your building will be treated, depending upon 
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whether it i s steel or whether it i s concrete 
or whether it 1e brick or Whether it 1e wood, 
depending upon the materi al , We will base our 
write- orr on what we think ia the l i fe of the 
building. But you say, "Well , I don ' t want to 
start on thla thing, because here I have got 
this wonderfUl order and I can complete i t 1n 
two years and I don't know whether I will get 
another order, somebody will matbe get a bet ter 
machine than I . • I would aay, I am Yery sorry, 
llr , Edlaon, all I can do 1e depending upon the 
-teriale that go into th1a bulldingJ we will 
tell you What the wr1te-otr will be and we will 
give this to you 1n writing, but you have got 
to go ahead. • Now, whether the man who gives 
you the order gives you the money or Whether it 
is out of your om treasury or whether you go 
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to t h e public bas no bearing on t h o facts . V~ether 
the financing comes tram any one place for that 
building and whether you are manufacturing an 
Ediphone or whether you are manufacturing some 
electric device for a shell o r a mine or some­
thing, or a boat , it wouldn't make a bit or dif­
f e rence. I want to explain our attitude. VIe 
would treat you - we might even give you a little 
bit more of a break, because we think tha t you are 
manufacturing something tor peacetime . We migh t 
even give you a litt le bit o f a break over this 
f ellow who is go ing to ma.nufacture some thing for 
war, You might get the edge on him. 

Tba t is especially true, llr. Secret ary , wh en 
Congress says tha t you can't make .... 

Does that explain 1tt 

It does, except that i t isn't the case, I don 't 
think. 

Just a minute. Have I mis sed •••• 

'!bat 15 right . 

Ia that rightt 

Fine . 
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Woul4 I treat ha that way 1f he waa go!.na to 
put up a new plant for this new Edlphone which 
looka so prettyT 

I think you would have to. 

And I would give him the same treatment , depending 
on the material that goes 1n the building! 

Tbat 1s right. 

Let me ask you thisa Suppose you were going to 
build Boulder Dam and the contractor put in a 
price and said, "I am going to take ten years to 
build this thing," and the Government said, "No , 
;,-ou build that in two years." Well, "In that 
ca se, I will have to build a t own and as soon 
as the Dam is over, that town ia just a desert 
waste, it is no good. • The Government says, 
"All right , I want your people properly housed 
on this Dam and I want you to build it 1n two 
years. • He says, "'o'lell, this town is going to 
cost me 10 million dollars. I don ' t want the 
town. It is no good to me. After 1t is built 
it i s worthleaa. Can I charge that into the coat T" 
"No, !Zlos e are buildings, you can't put that into 
your cost. • 

-well then, I don't want the contract . • 

That very thing 1s already - that very t h ing you 
ment1ooed, Boulder Dam, ha·s been handled in the 
Bureau, but it wasn't handled when they made the 
contract. It was handled when t hey became ob'solete, 
Just as we would do with Mr, Sutphen here i f at 
the .end of two years this boat didn't prove to be 
what you thought i t ..-ould and there was no 010re 
manuractur!.na on it, then this plant would become 
obsole te and it would be charged oft. 

llr. Secretary, can I just bring up one point bereT 
I appreciate the difficulty and the die and tool 
upense or a manufacturing plant Where they have 
to make something eapeciall;,- tor the Army and the 
Navy and where those tools wouldn' t be us ed in 
ordinary coDIII8ro1al work. In thia plant unit , 
we a re t1'71n8 not only to build the boata in a 
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rapid t iJDe - one a we ek - but we have to lay 
t welve boata down. The ~~achinery ie very simple 
machinery, woodworking -chin.ery, but the plant 
is the tool that we want. In other words , to 
have apace to lay twelve of these boats down at 
one time take a an enormous apace , 420 f eet long, 
240 feet wlde , headroom of 26 foot , and that 1a 
the tool that wo have to have for tbia special 
work. It is a buildi ng tool , it ia a plant tool. 
It is not juat a small tool but it is a special 
tool . 

Wel l, I am just trying to show you, Kr, Secretary, 
that be re 1a the program. We don 1 t know whether 
the Na vy will wa.nt many of these boats or only a 
few. We couldn 1 t a fford to go in and build our­
selves a plant of ~600,000 for 2~ boats. It 
would just bo improper. 'lbe Department wanted t o 
have me s t udy that end just as the President did. 
Bow can we insure oursel ves tha t in case of emer­
gency - I said this is the first thing to do, to 
build a plant and the plant is a tool. Imag1no 
the spaoe • ••• 

Just a second - i t is impossible. You can't sell 
me the i dea. You can ' t sel l me a f a ctory bui lding 
as a tool, not as long as I have got &JV gray 
matter left. 

I am trying to illustrate • • •• 

No, i t 1a a very pretty t hought but I have got to 
defend what I do here in tho Treasury on the Hill 
and for me to go up and explain that a factory 
was a tool - I don't want to be laughed at. 

I wouldn 't want to have you • •• • 

I just •••• 

58 

But you see 1117 point, the t we are trying to a ccompliah 
here a rapidity of production. 

All right , but you can't use the Treasury as a device 
to do something 'ltlicb we feel, and 'llhich the Preai­
dent ia in complete sympathy with, that a ••• • 
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That we can't do for anybody else. 

That we can't do f'or llr . Edison or llr, Smith or 
Mr. Jones . 

'!bat 1a right. 

And the policy 1s that anyth ing we are going to 
do we are going to make public , and I, personally, 
have got to def'end thh - Mr. Edison does, as 
Secretary of' the Navy, and I have got to defend 
1t and I can 1 t defend that . Now, again trying to 
make a suggestion which is no good or maybe of 
use , what 1t gets do wn to, it seems to me , i s 
t hat you have got to do this , you have got to do 
what we did in J?:naland and that is build these 
shadow f'act.ori es and t he Government will have to 
go and build a ~600,000 p lant and lease i t to 
l!r. Sutphen. 

\\bat good is itT Why have the Government pay a 
lot of extra moneyf 

You are paying it anyway in your depreei&t1on. 

99 

You a.re going to do it this way , by indirection, 
what you would do by direction, because tbe Treaslll'7 
wouldn't be getting this income that it would nor­
mally be ge tting. 

I. would have to ra1ae ~oo,ooo in taxe s out of' your 
Income and mine 1n order t o pay for this plant or 
I lose $600,000. ·worth oC income, It 1s the same 
thing. It all canes out of the Treasury in the 
long run, 

You llligbt not pay a cent thia way. 

Well , look , we have had thia thing now for f i ve 
months, We have been over it very, very carefl111)' 
and the question of perm1tt1ng the depreciation 
or a f actory in excess of normal depreciati on for 
any manufacturer - we just can't do it. You wanted 
to know 'IIbera we stand. 'lhis is important for you 
and it 1s important for the country and I th1nlc 
the sooner the Navy knows Where we etand , the better. 
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We juat can ' t do it . I think if you want these 
boats and you can't aake a dicker, you will find 
that you will bave to build thia plant for Kr , Sut­
phen just the way •••• 

Then the Government has got e. plant it doesn ' t 
want, that won ' t be any good to it. You will have 
a lot of tunnels and pi pes and walls and things, 
and what good is it, and it ba o pa i d the whole works. 

a.tt we pay i t the other way. 

If you do it under this closing agreement , there is 
a chance you migh t not pay anything. 

You wanted to know this morning where we stood. 

Yes . 

Well , now you know. 

l'lha t you are saying 1s this : You are saying we will 
have to delay our battleships two years; you are 
saying that we don't get e.1 rplanea. 

Oh, no . 

You are saying that we won' t get these boats . 

If you d<n 't mind, may I be frank in front of these 
gentlelllent 

Sure , 

You a re baing very lmfair and unjust , because it 
ian ' t J1f7 fault that there is a Vinson- Tram:nell 
Act and it isn 't my fault that Senator Nye baa 
expressed hil:Jaelt as - in hi s Collllllittee , bow be 
reels about t h ia and Senator Couzens investigated 
this very thing at th e end or the World War. It 
is a ll on the r ecorda or Congress . Just because 
you can't use a device- if rou don 't mind saying ,­
to circumvent Cong ress doeen t mean we a re to 
b lame if you can' t build your battleahips. You 
have still got your six million dollars , or 99 
percent of it, 
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That waa only for armor plato. 

Whore I used 1t was on good GovomJDOnt ground 
where I could recover it and uao 1 t . \Vo would 
have to bui l d here for about f i ve milli on dollars 
tor these other companies . 

\\bat was on that ground! 

Other parts of the plant. 

Om od 0,. whomt 

The ·United States Navy. 

And who was Assistant Secr etary of the Navy when 
1t was built? 

ltr. 6d1s on. 

And he built a Government plant which he was very, 
very proud of a t Charleston, and by spending 
$750, 000 you a gain put it 1n order. 

Yes, and that is where I like to put it. 

Then you l eased it , didn't you! 

No , I jus t leased the fumishing a in it. 

Be 1s very, very proud or 1t . It 1 t was good then , 
wh,-••• • 

That 1s fine . 

Why isn't it all righ t to build a plant for 
Mr. Sutphen! 

But this other thing that we have in the Army -
we have about two million dollars that Bethlehem 
wants and a couple of million that Midvale wants . 
It we put that stuff up tor them, we can never 
u se it. We can use 1 t at Charleston . 

Right on that , I want you to aay before llr. i>di~ton 
tha t there i s nothing bef ore tho Tr easury now on 

101 
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the armor plate situation, we have no proposal 
rrom :you. 

102 

Yes , we wrote a letter to :you on November 22, 
asking for a closing agreement rl th the llldvale 
peopl e . 

On November 22t 

The appointments here, over that subject, previous 
to that - and lt has been put orr frau time to 
time, 

Thsn it is November 22, but that was quite recently . 

That 1s right. 

It hasn't got to me :yet, but that goes back to last 
July, from July to November , 

We have got to f1D1 ou t tirst what is needed, 1hey 
have to get estimates and bids and drawings and 
then we had a careful oheck to make sure we wouldn ' t 
be rooked end then we had to oertif:y to you that 
these things were so and i t a l l took a little time , 
but we did have this all in process. Also we bad 
the money being worked out with the IU.dvale Canpany 
in South Charleston. But I said at the Trea sury 
the other day , I thought I had been mlsinfonned, 
it was all in the mill, 

All I am trying to s ay is thle, there are two dit­
rerent things we are talking about. One is , le t • s 
call it the Electric Boat type or thing which you 
brought over here and Which we "no can do. • 

The other thing, tho Midvale , hasn't been brouGht 
to me :yet , Now, I would be delighted to ask tor 
a joint appoinbnent for you and me to see the 
President and bring it to his attention, just where 
you are a t with the Treasury, where you aro at 
with t.lr. Sutphen, am then - because I am not 
going to let you even think that we are holding 
back your proposal because - it 1s a devi ce that 
you can ' t use, it ie just - you will have to get 
e011e other device than the Treasury. 
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What i an 1 t clear in m:r a1n4 il, you can use 1t 
on that deak but )'OU can't u sa it on the waste 
basket . 

Oh, no . 

The t 1e what I can ' t see, 

You can use it on the desk, ,-ou can U3e it on 
the waste basket, but ,-ou can't use it on the 
fOUl' walls , becaus a the four walla ba ve been 
here for 100 ,-ears and this waste basket _,. 
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last six months. 'lhat 1a the difference. 'lbat 
mq be good for six 111011tha, but these four walla -
I guess they have been here for 100 ,-ears and 
that is the difference. 

Say, llr. Secretary, you know there i s a 1\.tnny 
thing came up about this . After we got t h 1a 
authority from you to ask for a closing agree­
ment , I then, of course, told these steel com­
panies that we wanted them to ask t or these 
agreements , but the Bethlehem Company, those 
fel lows, they don't want to do it and they won't 
do it because they want all the money right away, 
they want us to hand it out to them. They know 
there will be some chance when the Treasury goe s 
around to tell them that, "Here, some of this 
you can use 1n the next ten or fifteen or twenty 
years,•a.nd they won't wri te this o f f for them 
and they know that , so the,- want me to give them 
the whole thing. 'lhat 1a the reason I was holding 
back on this six million , I didn't want to give 
i t to that crowd . 

I thick, Mr. Secr etary, I shoul d t e l l you that 
the Mi dvale people ,-esterda)' were i n about tbis 
same t h ing and we wrote t hem th.at we had enter­
t ained serious doubts aa to tbe propriet,- of 
our executing a cloalng a greement relating to a 
subject upon whi ch Congress bad expressly a uthorized 
tbe Navy to spend six million dollars , and tbe 
reason we wrote them to that a ffect was because 
we did not care to have an,-body tb1nk that we were 
engaging ln anything that might be interpreted aa 
an effort to evade tbe Congressional desire and 
intent . '!bat is the situation on I.Ud vale today. 
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I c are.tull;r explained to the Commi ttee of Con­
greaa -.tlen I got the au mi l lion that we wel'e 
teyi ng to arl'&nge 1t with the Treas=:r to get 
thia but tha t I wasn't sUl'e that the negotiations 
between the Navy and the TreaSUl'J' would come out 
all right, because I wasn't quite sui'& how the 
Treasur;r would s t and on it , We have had a lot 
o f talk on i t with the TreaeUl';y , So I asked 
them, so this progl'am wouldn't fall down entirel;r, 
to g ive me the :six m.1ll1on and the au milli on 
has been t aking out o f the shipbuilding, which 
is author ized fol' 19•0 and we h ave to go up and 
ask for a de ficienc;r becauae 1t has taken awa;r 
from the shipbuilding , eo that was the reason 
it came up , because the negotiation hadn't been 
a bsolutely sett led with Nr. Yorgenthau and he 
was negoti ating with this Secretary at the tt.e. 

But that is now e armarked to eight private in­
dustries to manufaotUl'e armor pl ate. 

Right . 

And what each one of those three plants are ask l ng 
f or is about $600 , 000. 

No, Bethlehem has 1n for ~1 ,806,000 • • ,. 

Their request •••• 

104 

Navy has spent over a mi lli on and Midvale is asking 
fol' six hundred fifty-three. They are ask i ng for 
~653,000 . They had spent a milli on - over a million' 
on battlesh ips, 57 to 60 and there, on that , they . 
are going to take their chances wi th the Treasur;r 
on the general run of the mi ne business as you 
usually make the arrangements , as you say, with 
anybody. They will have to do that . But that is 
how the six roll.lion cane i n, is because I wasn ' t 
sure; we we r e at the a9.1ne t1me negotiating with 
the Tl'easur;r. 

So I got it for armor , only , but the rest of these 
fellows that make everything else - I am the only 
fellow t hat got it because - well , I have been 
working on this for t wo years. But the rest of 
the industry, there are lota of other thing s besi de s 
armor. 
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There 1a 011'! point I want to make and i f I -
wrong on it - I woold like to speak direct , but 
i f we spend this six million dollars , we will 
have spent six million do l lars that you bad to 
raise by getting taxes . If we make a closing 
agreement, there is a ahanae we won't have to 
spend a nickel. 

Answer that . 

lfo • • •• 

liow wait . Suppose the company made a profit of 
five percent. If you don't let them wri te thie 
ott, if you don 1 t make a closing agreement , you 
just throw that out. Suppos e , on the other hand, 
that you do make a closing agreement , they make 
a profit ot seven percent . Now, how much does it 
cost the Government! 
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I am afraid I don't understand the case , We are 
allowing them to take out of the ir g ross profits, 
under your suggestion, six hundred thousand dolla rs . 
That comes off the top. 

Yes. Suppose t heir profit was seven percent . They 
have made seven percent on this thing and they are 
allowed ten. 

That is right. 

They make seven percent. Now then, the question 
comas up whether you should allow this to be 
written oft or not . It you don't allow it, they 
make more profit, or they make either more or less 
pn>tit, but it i s within the ten percent, that is 
what I am trying to say. In either ease, it doesn't 
turn any money back to the Government. Therefore , 
i n that ease the Government - it hasn't cost the 
Govel'lll!1ent anything. Whether you allow it or not 
is purely academic. 

It they establish a loss they can carry that over 
against their return the next year. 

It they establish a lose. 
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There 1a a oaae where it won ' t coat the Govern­
ment anJthina. 

But if the deficiency in profit technique ia 
changed in the Walah bill to apply to naval 
craft, then your case would fail because then 
in the succeeding contracts they would be able 
to make up the difference between the ten per­
cent and the seven percent and in that way •• • • 

But that isn't the law. 

No, not yet, air. 

I am saying, what we are worldng with now, there 
is a chance of its not costing the Government 
a cent, In the ease of spending the six milli on, 
it is going to cost definitely six million. 

Well, to get back to Yr. Sutphen, I am willing 
to go across the street with you and recommend 
that in cases like Mr. Sutphen 's and cases like 
the Consolidated and cases l ike some of the air­
plane engines where we need the production, that 
the President include in his "B" budget surfi­
eient money ror the Government to buil d these 
factories and lease them to the manufacturer. 
Now, I am willing to recommend that and I am 
Yilling to go Yith you and r ocoll>l'lend it. 

I think, Henry, that is going to coat the Govern-
1118nt an unnecessary sum of money for a lot of 
stuff t hey don't want . 

The President and I are together on this thing, 
see, and I am sure that we are together with 
the Congress and the public on this , see, so ir 

lOG 

you don ' t mind my saying i t , there is no use 
pleading on this question of excessive depreciation 
on bu1ld1nga for a munitions maker , because aa long 
as I ait hero I don't o . K. it. In order not to 
be the kind of fellow that says no and not be 
helpt'u.l, I &n1 wU11ng to go aeroaa the street and 
recommend •x• millions of dollars for the Govern­
m.ent to put in the plant whore you need certain 
things and the ~ noeda certain th1nga to pre­
pare them. Now, I am willing to recOllllllend it 
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and I am willing to put the 1nfiuenca of the 
TreaiiUl')" bahi.nd it , 

!lot to be an obatruotioniet, but in order to 
get thia thing done and ge t it done rapidl~, 
I will do that . 

That i e what we did the last time, ~ou re.ember. 

I know what the engine situation ie. 

We aaid , of the worst of the two bargains that 
we would spend the ta.xpa~era' 1110ney b~ getting 
the appropriation and we got au lll11llon, but 
it is going to coat the Government a lot of 
mone7 which I was trpng to s ave, 

The alternat ive is to repeal the Vineon-Trammell 
Act . 

Well , that is ridiculous. 

Surely. 

I will go acrose with rou and let rou fellows .... 

I will make that bargain with JOU 1f r ou will 
allo let me come back after we get the deal and 
say, "Well now, I have got a wat - I reco:m~~end 
a war of saving all this liiCXleJ, 

But not through the depreciati on route. 

Well, I would like to reeo-nd that . 

Wh&tT 

I would like to recommend that, 

You heard what he eaid at C.b1net. I don 't want 
to repeat wha t he sa1c1, 

I don't think he unc1eretanc1e the problem. 

Yee he does. I c1on 't th.1Dk ~ou do. The President 
bas got it a ll rigbt . I aent h1lll a oop7 ot the 
letter I wrote ~u. I -en• t JUI8Ping off the 
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deep end. Be underatanda pert'aotl7 and ia 1D 
oo~~~plete SJIIIPath;r with What we are doing hare 
and I think that the qui cker the llaV7 a ppraaiatee 
that they can ' t use the Treasury route , the quicker 
they will get their armor plate , the qui Cker tbeJ 
will get the boats t'rom Nr. Sutphen, the quicker 
we will get the airplane enginea . 

It ia an eternal headache, Nr . Secret&rJ, for ua 
to have those plants up there at the end of the 
contract. 

It is no headache • •• • 

The;r are no good to ua . 

We just d isposed of the buil41Dga - residence• 
that were built to house people during the -r 1n 
connection with a shipbuilding corporation . We 
just 1'1nally sold those· the o t her day. War 1e a 
headache anyway. Ir you want this sturr and JOU 
want i t t'ast , I am convinced t he way to do it 1a 
for t he Government to build these things and lease 
them at a nominal rate to the manuf acturer along­
sid e ••.• 

And that will hold eveeyth1ng up until we get 
legislation out of Congress next May or June, •~• 't 
itt 

\Yell , JOU haven • t made veey tas t progress with ai.x 
million dollars in Jour pocket on armor plate. 

'l;bia is a different problem. 

The reason we d1dn ' t is because they were ti')'ing 
to get this closing agreement. 'lhe;r have gone 
~ead with the plants and hope to get them. 

Couldn ' t these trial beats be made in the present 
;rardat 

No . 

Tbe7 had quite a lot o f room there . 

I suppose ;rou could. 

Regraded Unclassified



Su tphen a 

fo l ey a 

Sutphen : 

Sutphen : 

ro l e1 : 

Sutphen : 

H.V .Jr : 

Edison : 

H. li. Jr: 

Kraus : 

- 23 -

Yea , you could , or course, but the point was that 
we couldn't accept it as a secret and keep it as 
aecl'e t as we want to keep it and when we want to 
demonstrate •• •• 

Tba t point was made at the hearings and I think 
Admiral Land's repl y to Senator Vandenberg ' s 
ques tion was th~t all your aturf was known all 
ove l' the world and there were no secreta. Isn ' t 
that correct? 

I don ' t remember. 

I can show i t to you in the hearings . 

Hot in reference to this. 

In refsl'ence to youl' company. 

J don ' t agree with Admil'al Land today. I thi nk 
we are keeping things pretty secret . 

Don ' t you think we have gone as far as we can to­
la y? 

I guess so , yes . I guess we aren't very clear 
about our problem because I think i f you under­
s tood some of the f i gures of it, you would see 
what we are trying to do, driving at , and tha t 
one point a bout i ta costing the Govenunent to 
use tne six mi llion, I atlll maint ain it is just 
a waste of Government funds . 

Captain Kraus would l i ko to say somethi ng. 

I woul d jus t like t o say this , Mr. Secretary. 
In order to separate my pet pr oject, consolida t e 
lt, f rom this general s ituation, a good many 
th ings ha ve transpired at h i gh speed in the 
last few da ] S and we have in hand a modification 
of the consolidated proposal which eliminates 
all the inside financing end in which the bidder, 
althoUj!h he still malcea a conditional bid, a 
bl d conditioned on a c losing agreement , has put 
h l o request for a closing agreement in a form 
that I belie ve 1e righ t down to the Tr-easury's 
groove. Now, wh~ther he will agree to such 
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cloa1ns asreement as the Trea•W'J -7 offer 
r-ina to be aeen, but I - just telling .;rou 
thla at the IDOIIIIInt to indicate that there haa 
been a ooa.nse 1n that a1 tuation and tba t the 
Treasury Department ma7 be contl'onted 111.tb 
that question as ain, but it 1e 1n quite a cUf­
ferent form, witb no inside finance , and a 
straigbtfol"'lard request for a closing agreement 
det1n1ns in the Treasury's lansuage what treat­
ment will be accorded to the variet7 of 1telll8 ; 
i n other words , it i s wide open now and it is 
wide open now and it is not tied up with the 
wr1te-offa specificall7 on buildings, In other 
words , we made an effort to regularize tb1s 
from the point of view of existtns law, 

B. M.Jr: Well now, Captain Kraus , in order to save time, 
instead Of the manufacturers seeins )'OU alone 
and then seeing our Treasury people alone and 
not alwa)'s telling them the same story, if you 
have got the Consolidated in town •• • • 

Kraus 1 The:r are, 

!10 

H. M,Jr: And Mr. Uelvering, I understand you let Mr. Sullivan 
handle this. 

Belveri ng: Yes , 

B. M. Jr: With Mr. Helvering' s permission, I will tell him 
to drop e verything else be 1a doing and go to work 
on thia one, but let him see them together so that 
they don't pla7 one of us off against the other. 

' Kraus : Yes , 

Sullivan: I think we should stress at this meeting, sir, 
the tact that we can make progress using this 
technique or a conditional bid. The original 
idea -• that the closing agreement , i f any, was 
to be executed before the bid was made and we 
afforded tba t facil1t7 to the contractor so tba t 
at the t1me be made hls bid be would lmow as well 
as anyone can lmow what b1s tax situation is to 
be and hence would be able to bid in an enlightened 
manner. A bid that is conditioned upon our execu­
ting this , tha t or the other kind of a closi ng 
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agreement, as the Eleotric Boat baa done , aa 
Consolidated has now done for the second time, 
is just wasting time tor ~e Navy and for ua 
and tor the bidder. 

111 

Now look, as llr , F.diaon - I don ' t know ju.st the 
Navy set- up . I don ' t know Whether Captain Kraus 
has this exclusively or not , but whoever baa , 
if be will instruct ~oever has authority to talk 
to you and let us give Consolidated a straight 
from tbe shoulder talk on what we will do and -.bat 
we can do, it will save time . Let•s use this aa 
a model and try to get a model con tract out or 
this. so that you can multiply it as many time a aa 
you want . We will take all the time that is 
necessary 1t so~body representing you will bring 
him in so Sullivan and - ~ey may change it more , 
but let's try to make a model contract out of 
thia so then you can multiply it by a hundred 
t imes, but if you designate whoever handled Con­
solidated to go toUr. Sullivan's office, he will 
sit there and lock the door and we e ither get a 
contract or not. 

There is a peculiar arrangement in the Navy. IVa 
have different bureaus ho.ndling different matters . 
Admiral Furlong handles Ordinonce . Kraus is 
handling Consolidated and other bureaus handle 
other things . It might have to be two or three. 

That is aU r i ght . All they have go t to do 1s 
call up Yr . Sullivan and be will sit down with 
tham and he will lock the door and be will work 
cSay and night. eut let us explain once and tor 
all whet the Treasury ' s positlo.n is, and we take 
this just as seriouely as you do , because we 
have got to collect six million dollars from 
130 million people. \'Ia can do so!llething for 
Kraus . If you can't get somewhere , bring them 
in here and I would like to talk to these babies, 
Consolidated. 
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REB 

SEcrEtary or StatE, 

Washington. 

~2, DEcEmbEr 6 1 7 P• m. 

POR THE TREASURY • 

• 

GR/,Y 

Paris 

DatEd DEctmlH;r 6 1 1939 

REo 1 d 7:40 P• m. 

116 

ThE EntirE FrEnch prEss carriEs prominEntly this 

morning thE proposal of thE PrEsidEnt and thE SEcrEtary 

to carry for thE tim£ bEing in a SEparatE suspEndEd 

trEasury account Finn's war dEbt paymEnt duE DEcEmbEr 15 

and thE suggEstion that CongrEss may subsEquEntly makE it 

availablE in somE form to Finland. ThErE has bEEn as yEt 

no Editorial commEnt but thE movE has of coursE mEt with 

popular approval htrE . 

This morning 's JOURNkL OFFICIEL carriEs a dECrEE and 

arrEt£ concErning thE rtquirtd dEclarations of holdings 

abroad. You will rEcall from our tElEgram No. 2765, 

NovEmbEr 15, 7 P• mo that thE timE-limit for filing such 

dEclarations was postponEd from DEcEmbEr 1 to January 15, 

1940. ThE prESEnt dEcrEE brings into linE thE ExtEnsion 

of timE for filing of provisional dEclarations by thosE 

sEr ving with thE colors from FEbruary 1 to April 1 (our 

tdEgram 
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ttltgram No. 2028, Stpttmbtr l B, l P• m., paragraph two) 

and thosE subject to forcE majtur£ art g1vtn until Uaroh 

15 . Today ' s JOURN,\L O~FICIEL likEwise contains tht dtlaytd 

monthly rtpor t of TrEasury operations during August 1939. 

It revEals that thE TrEasury had a · balanc t of 8 , 807, 000, 000 

francs on hand at August 31 compared with 10, 976, 000, 000 

at July 31. Thi s includEd thE Treasury deposit of 

~!~~ooo ,qqo at thE .Bank of France (comparEd with 

3~4J,??e •R£2 _!.t July 31) and funds available At its 

various payi ng agencies , in colonial banks , and abroad. 

Expenditures of tht Treasury duri ng August totalled 

56,94o,ooo,ooo f rancs and recEipts 54,772 ,ooo,ooo . 

(END SECTION ONE) 

BULLITT 

REptt1t1on rEquestEd on underscor ed figures . 

trPL 

Regraded Unclassified



• 

• 

• 

EDA 

Stcrttary of StatE 

Washington 

GRAY 

PARIS 

DatEd Dtctmbtr 6 , 19~9 

REcEiVEd 7 a55 p ome 

2913, DEcf:!Dbt:r 61 7 P• m. (SECTION TWO) 

118 

Th£ monthly statEmEnt of thE situation of th£ public 

dtbt at Aug~t ~l is also publishEd in thE Journal 

OfficiEl of today. It rtvtals a nEt incrEasE during thE 

month of Aug~t of 1100 million francs to a total of 

445 1 742 million chiEfly as concErns th£ ~ 1937 loan 

with etehangE guarantEE (935 millions) and thE thr££ ytar 

armamEnt bonds (17~~ millions) . 

Th£ NEthErlands National Bank statEmEnt for thE WEEk 

tndEd D£otmb£r 4 rEvEals gold holdings of 11 024, 0001 000 

florins as against 1 1 029 1 0001 000 thE prEvious WEEko DE­

mand l i abil i tiEs totallEd 1135~ as against 11~941 millions . 

No"t£ c1rcul.ation rosE matErially trcm 1,1~,ooo,ooo to 

11 1SB, ooo, ooo. Gold covEragE rosE trCIII 73 0 81$ to 75.~~• 

BOLLITT 

RR 
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Stcretar~ of Stat£ , 

W8 3hi'1gton, 

GRAY 

PARIS 

DatEd Dtotmbtr 6 , 1S39 

Rtc 1d 8 :15 p , m, 

2f'l2 , Dtc!:lllbtr 6 , 7 p , m, (3ECTI0~' TEREE) . 

: 19 

ThE AGC:l'CE ECCNO,!IQUE ET FI •, .'ICIERE carriEs a rEport , 
tm t 11 th£ Financial CounsElor of the British Eo::assy at 

Washin<;ton l'>.as dEniEd r umors that thE British GovErnment in­

tends to c reatE a holding company dtsl.gntd to obtain advancES 

c.gainst AmErican securitiEs htld by thE English" , ( PlEasE 

SE£ my te l egram !lo. 2896, DEO£lolb£r 4 , 7 o , m, ) , "ThESE 

securitiEs , hE said , art at present sold for tht account of 

individual hoJ.d!:'rs" , Th£ articlE adds that thE rumors wErE 

occasionEd "by thE arrival ct . .,oahington of two high 

British officials to confer with tht FEdEral ResErve Board 

and thE 5Ecuriti ES and Exc~cngE Cov.r.o13sion concErning the 

probl£~ or liquidation of Amtr~can sEcuriti Es in British 

hands" , 

BULLITT 

E!ffi 
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REB 

Secretary of State, 

Washi ngton. 

OIUY 

Paris 

DatEd DEcembEr 6 , 1939 

Rtc ' d 7 :25 P• m. 

2912, DecEmbe.r 6 1 7 P• m. (SECTION FOUR) 

The articlE continuES that "large NEW York ban.ks fEEl 

that Washington will send up some trial balloons to 

ascertain thE popular reaction on the Johnson Law and 

!20 

tht Neutrality act . Publi c opinion is c ertainly very 

favorablE to the AlliEs and Washi ngton will do all that 

is possiblE to facili tate thtir transactions in the 

United States . But in Congr ess any attack on the 

Johnson Law or the NEutrality Act would comE up against 

opposition• . Meanwhile it concludEs "banks and cErtain 

pri vate groups are buying portfoli os or Amtrican.sEcurltits 

from foreign holders at pri cEs below Wall Strr£t . ThE 

opinion prevails at NEW York that i t any plan is adoptEd 

tor the liquidati on ot securities it is the GovErnment or 

the United States in accord wi th that or London that will 

take the initiativE. " 

NPL 

£HB 

BUU.ITT 
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Dated DecEmber 6 1 19~9 

REO l d 8t50 p.m. 

Secretary of Stat£ 

Washington 

2912, DecEmber 6 1 7 p. m. (SECTION FIVE) 

Tht press gives an estimate of the total lossEs in 

the Credit Anvtrois fail ure at 200, 000, 000 of wbioh 

601 000 1 000 must bt borne by shareholders . 

Funds set up in the months of June, July, and August 

it is announced today, will permit paymEnt to FrEnch holders 

of Young loan obligations of the sEmi-annual coupon due 

December l on the basis of twelve franca 50 net per 25 

franc coupon. ThE coupon is to bE paid today. 

The French financial press reports that thE Official 

Oazttta in Italy has published new rules concerning thE 

import and export of Italian bank notes and tourist checks . 

These rules peoplE provide that banknotts of 50 and 100 

lira which art now abroad will not be permitted to bt 

brought into Italy unlEss their holdErs within a period 

20 days for those in EuropE and 40 days for others, present 

them to the Italian Forei gn ExchangE Offi ce which will sEt 

up in thE name of eaoh owner a non-inttrtot bearing account 

to the value thereof. Any provisions with respec t to tht 

owners' 
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C~ 2- Noe 2912, December 6 1 7 p~ (etot1on t 1vE) Parle . 

ownEr• ' ut111zat1on ot suob •aooount• art not mtnt1oncd 

1n thE prEss . 

ThE sEour1t1Es markEt was strong and aot1vE today and 

most Frtnoh 1nduatr1al and bank eharEa rEgistErEd eub­

stant1al gains . Rtnt£S, howtvrr, wErE almost stationEry. 

SuEz sharEs wtrt up 480 and Royal Dutch 145 tranos . 

Soond1nav1an stour1t1Es WErE stEady. (END OF MESSAGE) 

BULLITT 

EMB 

····· .J. 

••" ,; A q 
....,.~..A-~ tCJ C'1 "" ...... W.ntf 
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• PARAPD.An or maca•v Dft 

'!01 AMrloaa •b• .. 7, Parle, J'loaaoe 

DATil Deo .. ber &, 1939, & p.a. 

10.1 1490 

OOIIJ'IDD'l'UL FOR THJ: AJIBABIWIOR, 

On Thureda7 S.oret&rT Morgenthau plane to telephone 

to the .laba .. ador, and •uag .. te that the .Aaba .. a4or han 

telegram Mol 2'1"2 ot Jloyeaber 13 troa the Eabue7 at hand, 

WELLJ:S 
.lot1ng 

(Hr) 

• 

U:LW 

123 
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!bo loln'otar.r of State, 
YuhiqtoD, 

.uaiCid OOIIULl!l 
124 

._l, 'l!hcll1•, Doudlw 6, 19» 

I ban tho boaor \o refer \o rq uopatoh ao, 13 of -.,.....,'ber 10, 1939, la 
reprd \o ,.,. tyaU\7 of froicJlt traoolt\e4 to Chiaa 'ria Ill4oohiaa dDrlJIC tbo 
OOGDth of Oc\ober, 1939, aDd \o nbllit tbo follorlac iotor-atioa coaceraiac tbo 
OOGDt h of lonabor, 1939, 

It h rellabl;f NpOrted that OlpPJ'oU..tel;f J2 thouaad \oaa of frelpt vvo 
traooltt.a \o Chiaa 'ria ladochiaa dDrlJIC lo,..,.,er, Of tb1o UI011llt, 1S,5 tbouud 
t ono were t r aooporte4 onr tha DoD& ~1JIC rood. aDd 13.5 thouaaa4 \Gao were 
t r &noporte4 b:r tha ID4ooh1--l'v..mlan llailwq, Dur1J1C tho l atter part of tha IIGDth 
UDder r enov t he roe4 vao Dot uaable beccoo of tha Jt;~aoeao actin tho la l:w&JICI1 
and 4ur1DC the .. rl7 part of tho ..,nth tha rallvq 414 aot operate at 1'a.ll copaoH:r. 

J. part of the 18,5 tbouoallll \oaa traodtte4 by rood. vao returne4 \o lad.o­
cb1na, follovlDC tha ciooiag of that roe4 and. \o pro.,.nt tbio carso boi Dg o~rp­
turod. or d.ootro:re4 by the Jopaoeoe, It 1o oot1mate4 that about 5 thouoaod. toDo 
wore or aro beiDC roturaed. \o ID4ooh1Da. !'hio g1Yoo a net traoo1t \o Chiaa of 
about 27 t bouaad. tone, or 13 thouoand. 1110ro t han in tho liiODth of Oc\ober . 

J.o 1a tha prooe41Dg 100nth, at lout fro• SO to 1!5 por cent of tbio tonnaco 
..,.. u oUnod. Uroctl;f or ultiaatel7 for tha Ch1Dooo llational Oo.,oraaoat or for 
oolli-f>O.,orDMatal orpahatiou, Potrol eua prod.ucto UIOU!Ite4 to ol1gbtl:r o...r 
7 thoa.oaad \oaa . 

J.o a ro111.lt of t hil 1ucreaoe4 traffic, o toeD at l!alpboJ>C vero rec!w:e4 b:r 
froa 8 \o 10 thoa.oallll \ou, ona lac11141QC t ho cargo rot"araod. \o ID4ocb1aa l.a 
the latter part of the moath , !hlo 1a the flrot IIGntb ill which aa:r appreciabl e 
iDroaU ha.,o bOlD 111141 in the a CCU!Illatioa at Baiphoa,s. .lccord.iogl,y, 1 t MoT be 
uti•te4 that at the ellll of :&:onaber t here were 190 thouoallll \C>Da of corgo at 
BaipboJ>C, 1nclud.1J>C oo""' JOOO IIG\or nh1c1eo, aa4 porbape 7 thoueaad. tone 1a 
other porto of !onldn, cb1etl;f at DoDg D&QC. 

It h to bo regretted. thet, Ju.ot ao pooiti.,o reoulto were bel"' obtained. ill 
ool'riJ>C the tranoportation problem, tbo Jt;~anooo ad..,aoce rend.ered. uee1oee the 
aaln route of traooportatioa to Chiaa, 

!.eopoot1'a.ll;f :youro, 

OIWiloJS S • IIJIII) II 
.borlcan Coanl 

Orlcla&l aDd 2 ooploe \o the ~-at 
Oop1• to .... 17, l!lwapiJIC ad. Pe1plac 
Oop:r \o Coua.lato O..ral, Boac loac 
Cow \o Saico• 
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Stor ttaey of S ta"tt , 

Ylashington. 

2551 . 

FOR TREASURY. 

PI.AIN 

London 

UndatEd 

Rro'd DEotnbtr 6, 1939 

12:55 p . m. 

1 . In r£ply to a quEstion in thE HousE of Cotm!ons 

last n.ight as to whEthEr tbt Dominion Govtrmutnts had 

bttn a pproachEd with a vitw to forming a joint Empire 

exchange control thE Financial StcrEtaey of thE TrEasury 

stattd that "tach of thE Donin1on GovernmEnts has i mJ)Ostd 

EXChangE control undEr its own leg islation and EVEry 

Effort is cadt to tnsurt coordination and cooptration 

bEtWEEn thE author1tits concErnEd both as rEgards thE 

GovErnmEnts and thE cEntral bnnks" . In rtply to a furthEr 

quEstion aa to thE oonpltttntaa of tb: control ~t said: 

"I think Evteyth1ng 1a qui tt aatiafaotory in thl.s f1tld 

at thE no:nEnt.• 

2 . 'lfi th rEgard to S1r.lon 1 a Paria s tatn>tnt on monE­

tary oooptrat1on bEtWEtn IJrtat Britain and FrancE , Ei.nzi .g 

ra1ata 
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han -2- No. 2551, Dtctr.brr 6 , tron London 

raises tb£ question as to Whctbtr tht stabilization of 

thE sttrli ng-tranc rat£ Deana a continuance or th£ 

offici.ally fi.xtd rate l.n London ard Paris or i ncludes 

also th£ intEntion to take steps for maintaining tb£ 

official rate in unoffi cial narktts . 

3 . With rcftrtnc£ ta No. 2485 of ~ovoabtr 29, 

1 p . o ., thE Govt~tnt revenue and expenditure accounts 

tor tht WEEk tnding Dcccnbcr 2, published today show 

total rtvcnut at 1.12.3 r~.111on and expenditurE at 1.76, 3 

million, giving a dtficit on thE week of 1.64 cillion, 

Thou3h thE cxptndi turt figure was awolle n by the b33 

1n1llion paynent ot war l oan interest , it also !'tprtstnts 

th£ highest weekly total sincE thE outbreak of war on 

supply services and a bi g jucp on thE past thrEE weeks . 

Tbia figure at 1.53 . 5 Dillion represents a daily expendi­

ture rate of 1.7, 5 Qillion. The r eturns showed an increasE 

in total tap Treasury bills outstanding of 1.17, 8 cillion 

to 1.697 . 7 million, the highEst figurE sine£ thE ptak of 

L706 , 6 on Novtnbtr 4, Though thE deficit was 1.64 n1llion 

thE total t'loo ting debt increased by only L56 !!!1ll1on, 

receipts fro~ national savings certificates havins brought 

a net 1>3 . 8 million and rECEipts fror: thE ncw national 

dtftns£ bonds a total of li.4 1/4 million. (ThE salt of 

sav~ nas ctrti ficatcs in a nornal wctk yiEldEd 1.500, 000. ) 
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t. 'l'hl •U•rr PI' lor ••• 1111 1/18 to 23 7/18 tar 
IPOt aDd 83 6/8 tot' torw.r4 w1 th tbr BOI:IliQ !dDt 4rU•rl'J 

4r•D4 oontlaalq bE a'rJ • 

s. '!'bE Al'grntlm pr1o ratr •• aon4 toda7 trom 

17.oo-&O to 17.15-85. Otb£r ottlolall7 t1xEd ratr1 wrrr 

unohaDgEd. ThE Plnn JJBrk ftl sllgbtl7 tlrmEr at 220 bldo 

JOIDlSON 

M:::L 

• • 

• • 

• 
• 

• • Regraded Unclassified



TREASURY DEPARTM ENT 

WASHINGTON 

Decea'b.,. 6, 1939. 

Barrie •· Willincbaa reeicned fr oa the le4orel ~cobol ~ 
a1aietratioa on WoTeaber 30, 1937. While with thet ~ne,r he 
rece1Ted eelariee rancin« fro• $8,000 to $10 , 000. 

On llarch 17, 1938, llr. W1ll1acl>3a wu al"J''ia ted ae an ~ 
a1nietratiTe Officer in the Central !Teuurr Aecounte Office 
under llr. Bartelt at $6,000 per aDD\JII for a period not to extend 
be7ond Juu.-:n. 19;sl!. '1'h1e appoi ntaent wae rentftd not to ex­
tend beyOiid&o ;so; 19!\9 and spin renewed not to ext·end be­
yond June 3Q. 1940. Ther e ie aothin& in the file to indicate 
that at th.e tiM of bh original appointment there would be &OJ' 
obJection to the continuance of Yr. Will1ngbaa1 o eerTieee eo 
long &I there waa a need for thea and emergency !undo wore &Tail­
able. 

Jlr, Bartelt tella ae that he recoamonded the renewal of llr. 
W1llingbaa1e omplorment at the cloee of each !local year becau•• 
of the efficient and oaoential eerTice ht wae rendering both "' 
an accountant and ~inietratiTe officer. 

~ -

128 
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J.. tel..,... (110. II,.) fd Deoelil>er 6, 19)9, troa U.. 

"-rlcea Coanl O.urel at Boioc loac traualh a •••liP 
ot Doooabar ) fro• Coanl IIMcl at lluol wbloh NAda nb­

• '-"UellT u toUowu 

!he ot~pW>'o ot ••nnias &114 tho hot that tho J...-•• 
troopo ho'" Mft11Co4 to tho aorth &114 aorthout h -.tUo4 

b7 tho Obluoo at llaAol who otnto ihat ....aoo tho7 C&ll 

rocaln poooeaalon ot I~ tho7 ~oct axtona1Yo bolil>in& 

operaUono in '1\uuuua u4 l'ltolchow YlU bo corr1o4 on b7 tho 

JIIJ)&Moo uoU& the air fhld at I-lac u a baoe, so .. of 

ttw oarco otoro4 at I.w>&cbow h belac roWJ-ne4 to Indochina 

u the road to Il-iac 1o UJIIloablo . It will bo ooae ..,ntho 

before a110tlwr roM farther to tho watt wbloh h boln& 

bull t Ylll be read7 tor uoe &114 "'"" otter that rood 1o 

r084J' 1 t • .., toke core of olllJ' )OQ) toDO of tr otfie a aonth 

at tho aoot, accor<lill& to oetlaatoo. !ho rallw..,. hopeo to 

traaoport orpproxiaatolT 15,000 tone durln& Docolilbor, 

aceor41n& to lnfo:rgatloD roco1Yo4 b7 Oonoul bod. It 1a 

Nr, IIMcl'o w.dorot&Ddillg that for tho Uao bolac certain 

loto of soodo aro belac atoro4 wbloh woro oxpooto4 to a~ln 

1n Balpho"C 4ooUnod for Oblu. 

129 
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0.. .. _... ....- ... d-\1- 1a ........ ....,.., lou .... 
U ,.....halq s..-aU•M tw \M n.tt .t ~8VT NJift­
u- .-u_. 1a -Ua-. ..an ...u.. ... ~ ~ 
\1 .. 1a Ceatra1 -.,.. tM -1u1111 Ma .._ ,_., 'e' Ulla 
o.,., twn w e1- tM etn .. at u. ,._...,. u...., •• -11a 
111 Do_.r 11. 1NI, - '- ana'llll* aa attl• at stMII:Mla, 
,..._ aa ot J~ 1, 1NO, 111\11 a -~ natt, t.r the 
,. pMa at .....,..... wl•U• lnaa\tptl .. 1a \he s..ai• 
... n.a -wl .. t loat ..., - ................ u.. .,....lalal 
.rn-. 1a Ulla -"T la ·- n1• wttll U,arat1 .. r .... ... _ . 

• , tlila P"•-' ~ \lla ~ .. ,.,. u--.. llr. llrw1a IJ o 
Mllr• ,.......,. witll ,.........,. llapft-Mtlfta hlMr llo Waltt 
.... _, Y. ,__ lollll a nett at e11111 law.,....-.r-v.a.la'-• 
(a ............... ,__. lllalael,_q, .... IP1ell Po lellloek-
an) . - ..... rbc aaa1.-.. w -. .,.. • ., a\ .. rua • 
...._. 1a a ln\ar rw•1ftl &... t1oa ,.,..._,. A\Molla n 
-u.a ..._ •• et o.w..r 10, lNt, • ...,.... ... tloa ..,._ 
liat *' "IIIMr .. , 1 r 10 ... •rtalalT ..,._ Du Mr 11, * .,.,...., wtU 'lla a"le '- tab - U. Mit --..MtalT 
111• 1\a - etn-. • 

..,.._ t1oe ..-~w et 111 attl• la sto ...... , ..... 
u... ,........, '•• l\ 1a u.. la-U• of 'hie o.,..,.....t w 
PM• llro .,.._ I. a,. 1a _,.. -....r, wl\11 - .... 1.-, 
"--•rr .,,. "'"" 11alwr •· Wa1tt, .... a ·~ -. loa 
.. ~ la\aro It ta. ~r. \loa s.a.tl• at \lila lleparto­
-' '- Uao..t~ \he aamaae .r \lie \liNe o.u.a lnwF•'-· 
--.Mwr• - a\\aellal w ta. .. r1la .rn ... •• ot o...a.r 
11, 1 .... 

. . 
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• deer llr. SMN\u71 

lief- 11 ..... to at.tor tr. UWo DeputMD~ 48\ecl ...... 21, 
19)9 1D ftPl.T to 7f1l8l' IRWI' of r.-..,. u, 19)9 (oo ' aa m su.su)UD 
lbi.JIIIUI/17) n1d111& to a 8<1\o tr. the Ir11b LecaUoe oae '• 
I'Ml~ .-pUOD fl'a ~ ~ of pro1U1 arllli.DI fl'a \118 
..-uoe of alnraft, aDd aaldlw ~ ... • na\uto~T JII'O'IU1a JWO­
U41Dr f• ...., .,..pUoe .. Ubl:T to be -a\ecl uto :a.. bat- u.. 
- of llarlb 19)9. 

libllo U.. pl'lDaiplo of ...a.b pro'lia1oo baa b.- adapW 1D tba \u --u.. wUII s...dm aDd 1D tba pns nd \u --t.l• wl.\11 ,_, 
\118 .s.n.. oL _,.. prealli.DI Mt\en tw!d..t to tile -"'-\ of \lla 
lle-11• .lo\ of 19)9 ~Mel oca81cla'at.loe of tho otatut.oz7 .. .,,.,, 
di&J'1Dr \ba t11'.t -a1oe of U.. 76\11 CollpMa. lJI 1'1oe of tllle fa-' 
aDd of tho pe!'Qi MCot.lat.l- wltll OrM\ llritai.D liPOil tile - nlljao\ 
MtW, t.IWo Da~ OODJI1dan U t.lMl:f to ad'd .. tlllt 1~ 11 -
pnpared to •tar 1DW 101p\1aU- at Waabl'W~ loo!r•na to ..topt.loe 
of. tu --t.l- ......... \be Uld.Mcl 8\aU. and InlaDd. 

'AUo \be .. ta tra U.. li'Ub Lapt.lOD IONiA& tile baale of 7fJI'JIJr 
a\Wr baa 1'111-o GDlT to tba qlllt1\10D of tile I'MlJ)I'OOal OJUIII>UOD 
of a1nl'lll\ poof1 ta, U llu b.- u\ecl \be\ 1D npl,T to ~ -\iDa 
fl'a \118 J'la.U c-1\tae of tba ~of leU- 1a ,.........,. 1911 
•trued to 'lUi- -Vi.N rel.IU., ta \118 a\Utoodir of tba I'MJ)e.Uw 

-"'1M '-r4 \be l!llbjoe\ of ...-uoe of \u o'IUloe, tile Pw ee\ 
Daltipw of Iralald at a... 1a 1ntar daW ,_ 9, 1977 NMc~ till~ 
INlu4 ae Ill~ d1tp0Md '-rtl tile .. ,. l f• --u .. ba'f1aa 
fftlr u.u *3M' tba 14•-'1• of~ ..n.. !M i.Dtann ot t.ba~ 
_ _,. 1D t.a _, u .. 1a a1oo lat.1eaW lit' 1ta --u- of 1926 
llllll1928 w1\la 0..\ 11'1\al.D -.1*- d1naW '-" tba awtdeeoe of 
dDaltlo \uaUOD u be.._ \118 W. -\riM aDd to rell\ecl adtdal.V.~1w 
arrp-U• .._.,. • ta ... _, tu ..n.. Iil 1'1oe of \be fMl\U. 
tluu 1Dd1oe\ecl1 1~ 1e ..,..W \bat, 11,... peftlliw ao *3M\1• ta 
..- -· ,... ~ to tile Ir11b Oocw =\ tba~ UWo Ofter ~. 
1a lrMplQa wttll 1w m.tl'W tu --u• .,.u~~~r, 11 1a~ 1a 
-.loa'iiiC tho poea1b111t1H of a _,..,u. lNl sa till Wo _\1'1 ... 
ftlo proopeota of iD<al.ldin&' 111 tbin the eoope of ....., --ua a'NUMoe 
at d!Nilla \ualol.on aD4 of acluc.i.D1eU.Uft .-ponUOD 1Do1daa\ t' I ow 
..... 1\ 1a .,... '• lla ~ 1a tile - at \be cl1Mud-
1Mib \alas plaoe wlt.la .....,.n to tile 14 u"l• at a1J'V1ft ODI'IIial&• 
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........ I :SkiFI 

l'&ltw wew w u _.. to ,._ l.ftWr .. _. ...... 
• , uel, ( .... &8 B "'·6&11./'NI -stU-a Uaft ot PIOJII .. 
-U.. N' IE \ba VlalW lnetee ....... t llritoia llelatial 
te -l...-1 ...._.loa trca '- -Uoa ot prottu deft.,. ,_ .. .,...u .. fll alnntt ... ~\la& ~. _._ fll 
\klAI oe...-\ .. aell u.n. 

!M a.n rotwnwt to llu loMa - ~ nbJao\ ot 
-'U .we, u1 rr. ~ •tu4poia\ ot \bU oe....-.., -u­
_. .. a lll&l.Ule lu'-t tw the .-pl!•hMet ot th• 4allnt 
.. Jaatl-. a.l& ~· lrltlab •tlleriUM propoae elan .. la 
\ba Uaft ft' - ~l- witt awpeat ~-. \bU ~t 
la ,..,.,... to tutt11r aolla'Mn\• wl~ 't'OV Daputuat la \be 
atw~. 'l'U a.n -....&" .. wl~ :rov letter la ntvull taN-

••· 
Ia \be ...a\ tllat t\lMIIar .. ,...,. .. _ llela\i'n \o 

\bU •"- l• --..r, plaue n!Wr to DIOCIA•MIUI-4. 

.. ._bl., 

I .,, =·· 

(liiMcl l B. ~Q,Jr, 
• 

le4i9"'-'7 ot \lie !ft&nl7 • 

OIIIGIIW. fOIIWAROfD TO AOOII'JIU 
1D OffiCE Of THE IWillMY 
-7 /v ..( 

File to J(r. 'nlompiOft 

~ . --
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TREASURY DEPARTMENT 

WASHINGTON 

Dec•'ber 7, 19:59. 

loll!IICiliNilO 7CJl '1'111 SECUTARY: 

Ro: Proc:ur.ent Di1'1aion ApFORriation, J'iacal Tear 19.U. 

OUr h .. r1118S 'before tbe ~t Bureau on t lle Proc:ur.ent Di1'1aion 
estimates oocurred on l'le4naedaf. 

'l'ha .. ti.Jiatoa included approXilllately $2, 000, 000 additional to 
permit the expans i on ot purchase activities in accordance with your 
instructions . 

Tba ~t Bureau people expressed the opinion that it this addi­
tional amoWlt is to be lll&da ..,ailahle to the Proour.ent D11'1sion, 
correspondiDS reductions should 'be ada in the appropriations ot tbe 
aevaral dape.rtloenta, bureaus, and establls~nts tor which the Procure­
cent Dirtaion 1a to do t be puroha•iDS· 

'1'ha opini on woe expressed also that it would be batter to doter 
the assumption of further purobaoa functions by tho Procurement D11'1-
sion until negotiat ions can be had between tho Procure.nt D11'1 a1CIIl 
end the anoral dopart<lente , bureaus , end eatabli&bMnte, to dotem.iDO 
(a) tba ext02lt to which the Pro-.nt D11'1a1on ehould tunctiCIII., &JI4 
(b) the UIOWlt ot fUnds 11hich each de~nt, bureau, and ensbl1all­
"""'t should contribute t o tho Proeureent D11'1a1on to pemit tho Di-rl­
aion to fWlotion with respect to ita particular roquir...,llta. 

'Ia ware adY1eed that , in aooordonca with thuo opinions, tho fol­
lowing al tarnatin propos! tions would 'be au bod tted to the Dire ctor ot 
the ~t, &JI4 , pre--.bJ.7 , b:r hila t o the President: 

(1) '1'ha Procuz-nt D1rtalCIII. wlll, tor tho pre881R, 
'be liai ted to u!dne puroh&Ms in the Dietr1ct ot Collabie. 
Ho addit ional tu..u wUl be pro'f'lded tor tho fiscal :rear 
19U tor tho purpoM of enlarging ita preMnt functions. 
'l'he D11'1e1on will 'be expected to operate duriDS tba fiscal 
year 194.1 1111 thi n tbe tllllda now available, end &1l;f additional 
tunctiou will be t bancod b:r means or aurcharsee billed 
againlt the requ1aiti0Din6 asenciae . 

(2) '!2>o Proc:ur.ent Dlnalon wUl be allowed to ana4 
ita functions to field pu;r<:huee, as , well u to thoo• in tho 
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Diatriot ot Collabia, It will , how ... ar, M prortded DO 
additioDOl diraot appropriation t or 1Dcreaa1Ds ita aotirt­
tiee, A:1J3 a ddi tioDal t'Wida neceeeo.ry will have t o M ••­
cured by tre.D.ter troll the MT&rel. departJMDta , bureau, 
and eatebli~te, attar Degotiation by the Proc~Dt 
D1 Tiaion with each apno:r ooncerDed , 

(:!l) The neoeseo.ry additioDal appropriation will M 
reooiiiii8Dded tor the Proour..nt D1T1aion. Thie auat M 
accomP&Died, ho,....er, b:r correepon41Ds re4uot1one agaiDet 
the 1941 eetimates ot the aeyeral departments, bureaue , 
and eetabliehlllenta, the 81:1CUilt ot the reduction to M 
detemi.Ded 1D each ease by the Bureau or the Budpt atter 
ne(J>t1at 1on between the Proclll'-nt Dirtaion and the 
qency concerned. (It n.s adaitted thet a1Dee the Budpt 
1a prectlcall:r completed, t1ao will DOt pemi t this courM 
to be t ollowed. ) 

NoDe ot the toresoiDS propoaitiona would M aatiataetor:r to thia 
Department, None would l ean us 1D a poaltion to carr:r out ;your in­
atructioll4. I sublllitted tha tollow1Jig o.lt erll4tiTe proposit1oll4 tor 
consideration, with t he request that 1n tair nes e to the Treasury De­
partment , these also Should be laid betore the Director or the Budpt : 

( 4.) The neeeseo.ry additional appropr iation will be 
reo()l!lllended tor the Procurement Div111on . Deductioll4 will 
be made (it inaiated upon by the Bureau ot the Budget) 
pro rata against the 1941 e etimatea ot the aeTeral depart­
ments , bureaus , and estebliablllenta, In proportion to the 
relatiTe work load t o be assumed by tha Procurement Dirtslon 
t or the benefit ot each, 1D accordance with estimates 
turniebad tha Budget Bureau by the Treaaur:r Departztent. 

(5) 'l'be Deceseo.ry eddi tiono.l a ppropriat ion will be 
r e eot:IOeDded tor the Procure:ent Dirle1on, w1 thout any de­
duetioll4 trom the 194.1 estimat ea ot ot har agencies. 'l'be 
Bureau ot the Budget !lliJ:Y, howenr , eubeequently require 
tha i.mpoundl::ent ot tuDds by the SeTaral depe.rt>:>enta , 
bureaue , and establishments to the extent that expeDdi­
turea by these agencies are rendered unnecessary by reason 
ot tbe as~ption or t he purcbaalng tunction b:r the Procure­
ment Division. 

Tbo question Is one or policy: I • it de sired tbet tbe Procurement 
Division sbo.ll make the major purchases t or all nonmilitary branchee? 
Ir so , tbie policy can not, in my Judpnt , be carried i nto etrect 
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.... t• tllit II UVNa:J lo 

¥111ft..,. ot t111t ....,.UU.. (1), (1), 11114 (I) Un¥, _,. vttle 
-tlla, poN1~ JVQe, ot -•••a wUII tM ~ a.,aa1 U 0 
,._, ... eftaW ..... U 0 NIIJMU .. (a) tlllt ...... -~ 
\o" \allieD-· ... ('II) tile-' ot,.,.. .. "* -...renw~ .. 
\be Proou-at D1't'1111• to vq t111t -• ot Uldaiftfttiao 
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SUbJect: 

TREASURY DEPARTMENT 

INTI!R OI"'"'CI! C OMMU NICATION 

DATI£ December 7, 1939 

8eoretar~)}~ntbau 

Kr. Baa)W'/ . 
8eleot1on and Pricing ot Ieeuea tor Retund1ng the 
March Rotea 

I. Premium on March Notea 
I rreepaotiva of Eiohinge Offering 

About 12/32 ot a point in intar eat would accrue between 
December 20, 1939 and March 15, l94o on any Xaroh note not sur­
rendered tor exchange in connection with the proposed retunding 
otter. Any note not exchanged would become 1 )-monthe ' money• 
upon which the current rate ot interest i a practically n1l . 
The March notes, theretora, are worth a premium ot at least 
ll/32, irrespective ot any exchange otter vh1oh may be made tor 
them. 

Aa a oonaequenoe ot thia, ll/32 ot the premium on the •beat• 
ot the nuw securities ottered i n exchange muat be excluded trom 
the "real margin ot aatety• ot the exchange ottering. This i e be­
cauae the holders ot the March not es would prater to hold them 
until aatur1ty it the beat premium available on any ot the new 
i eauea should tall below 11/32 betore the exPiration ot the ex­
change otter. It the notea were 11atur1ng immediately, on the 
other band, or it they vera immediately callable, the new issue 
would be taken up as long as it was worth more than par. 

II. Proe and Cone on the 
8eleotion ot Ieauaa 

Tbe selection ot eaouritiee tor the retunding may be oon­
eidered under tour heads according as the aecuritiee are ottered 
in proportions to be determined at t he option ot the holders ot 
the maturing notes, or in tixad proportiona, and according aa it 
ie a two-way or three-way otter. Tbe remainder ot th1a memoran­
dum ie devoted to a dieoueeion ot thaae alternatives in turn, 
with a proposed selection ot iaauea.• The aeleotione considered 
appropriate tor eaob ot the tour alternative& are &lao presented 
together in the attached tabla tor purpoeae ot ready oomparieon. 

I 111 leeuea are prloi4 on the baela of oioelng bide, December 6. 
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A. PPOpO!'t1ou at Jotelloldere 1 Option -- 'l'lro-W!f Ottfll' 

•ote: 
Re()J>en 1 1 • 41le Xa.roh 15, 
19'14, at 1/2 point pre­
a1ua (now eelling at 
101.01) 

Xed1~long bond: 
1)-17 78&r (1952-56) 
2-)/~le 

I Pl'Oballh ! !!.! pr•iua 

(Deo1a&l.e are 
tb1rt7-eeoonde) 

.17 

1.06 

146 

'1'be note etter1ng il aerel7 noa.ina.l in tb1e aJ. ternat1Te. It 
11 not ooneidered adTieable, therefore, to etart a new 1esue be­
cauu it would be TerJ ..all and oould not be added to later 1t 
1ntereet ratel adT&Doed eTen TerJ el1gbtlJ. It aore than suoh a 
noa1D&l exobange otter were to be aade, 1 t would not be adrtaable 
to reopen the Xaroh 15, 19'14 notee, beoaue1 tb1e wuld r .. ult in 
too large a total iuue. 

It would pl'Obabl7 be 1nadrt .. ble, howenr, to .Ue aore than 
a noa1na.l otter ot notee 1n exobange, beoauee, 1t auch an otter 
were aade and .. oured a large nuaber ot takere, the aarket would 
be likel7 to giTe it a bearilh interpretation. 

A 411adTantage ot the aed1~long bond eaplo7ed in th1e 
alternat1n 1e that 1t 11 not TerJ econoa1caJ. t1ecallJ. '1'b1e i1 
becau1e an 1noreaee ot )/~ l e in the cou~on rate troa 2 percent 
to 2-)/~ pePOent peralta an 111orea1e ot on17 e1x J&are ill the 
t1na.l utur1t7 ot the bond, wheraa• an inoreaee ot an add1t1ona.l 
1/~ would pera1t a further 1noreaee 1n tina.l aaturitJ ot t1Te 
7ear1. Tb1e d1eadTaDtage ot a aed1ua-long bond appl1ee, ot 
oouree, irreepeot1Te ot whether the ottering ie aade in opt1ona.l 
or 1n fixed pl'Oportione. 

• 
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Secrete.!')' llorpntbau - 3 

'l'b1e altemaUYe wclll.d reelll.t 1n the great bulk of all ex­
change• go1ng 1Dto the bond. Ite pr111c1pal d1eadft.lltage, ae1de 
from the lack of t1ecal eoono~ Juet d1eoueeed, 11 that 1t 
wolll.d preeent the probl .. of eeoondarr d1etr1but1on d1eoueeed 
in our ae.orandua ot Deceaber 6. 

B. Proportion• at Noteholdere' Option 

Suggested 1esuee 

Note: 

Tbree-WaY Otter 

Probable 
.!!!! prea1 Wll 

(Deo1mals are 
th1rty-oeconds) 

Reopen 1' s due !.:arch 15, 
1944 at 1/2 poi .nt pre-
1111\llll (now sell1ll8 at 
101 .01) .17 

l.led1um bond: 
Reopen 2 1 s due 194a- 50 
at 3/4 point premium 
(now sellill8 at 101.22) . 30 

Long bond: 
17-22 year (1956-61) 
2-l/2 's 

This alternative has an advantage ovar tha correspond1ll8 
two-wa:r offer 1n that the use of two bonde pera1 ts of greater 
fiscal eoonoar -- i . a., it peralta a greater extension of matu­
rity to ba purchased tor a given uount of coupon. 'l'he inclusion 
ot a med1ua-tel'lll bond wolll.d probably Ill eo res Ill t 111 cuttill8 down 
the neceeaar:r amount of secondary d1etr1but1on. 

The main disadvantage of this alternative is that it ie 
diffiolll.t or impossible to predetermine the amount of exobangee 
between the aed1ua and long bond, unlese one of the exchange of­
ferings 1a merely nominal . In the euggeeted set-up the long-term 
bond has been deliberately preferred, but the maJority of ex­
change• might , nevertheleea, go into the med1Wil-t era bond . Tbie 
lll1ght be nry bearishly interpreted by the market . For th1e 
reason, it ie recommended that a two- way offering be employed if 
the proportion of exchanges is to be left to the option ot the 
holdere or the maturing notes. 
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c . l'ipd ProporUona - Two- YAY CWter 

(1/3) 

(2/J) 

Suggested ieauee 

Note: 
5-year 1 peroent 

Ked1W1-long bond: 
lJ-16 year (1952- 55) 
2-J/g'e 

•co.-poai te• prem1ua 

Probable 
preaiua 

(Deoi~~ala a re 
tblrty- .. oonda) 

. 25 

1.09 
1.04 

!48 

The teohn1cel advantage ot an offering in fixed proportions 
on the present oocasion as a means ot reducing secondary dis­
tribution was discussed in a memorandum submitted December 6 . 
'l'bls type ot offering also has the advantage on all occasions 
that the approximat e amount ot each of the new issues can be 
known in advance. In this case, it offered in the proportions 
proposed, the new note issue would be tor about $450 mill i ons 
and the new bond issue tor about $900 millions, both convenient 
amounts. 

'l'he eaU11ated premiums on the two new issues would be equiva­
lent to a 1 coapoaite1 premium on the maturing notes ot 1-4/32, or 
to a 1 real aarg1n ot safety• (subtraot1ng 11/32) ct about 25/32. 
'l'bla would appear ample . 

'l'be principal disadvantage of an offering in fixed proportion• 
is its untaa1liar1 ty. It •ooeroee1 the holders of the maturing 
notes to exchange them tor eeour1tiea fitting in with the require­
menta of the 'l'reeaury . Ot course, they would be equally 1 ooeroed1 

it a single .. ourity were offered, and are •ooeroed1 in any event 
by the relative prio1ng of the ieauea even it the options are lett 
to the noteholdera, but the appearance here Mill' be ae import ant ae 
the reality and might result in unfavorable press oolllllent. A oare­
tul check of tbe market s hould be made before maklng an exchange 
offering i n fixed proportions . 

Aaide t roa the relative ••rit. ot exchange otteringa in 
optional and fixed proportions, the ~~aJor 41eadvantage of th1e al­
ternative ie the laok ot t iaoal eoono~ ot the aed1ua-long bond. 
'l'ble hae alrea~ been d1eou .. ed in connection w1 th the euggeet1on 
tor the eaploJ11ent ot euoh a bond 1n a two-wa)' ott er w1 th opti onal 
proportlona. 
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D, rixed Proportione 'l'bree-Va:r Otter 

augg .. ted i .. uea 

(1/3) Mottl 

(1/3) 

5-:rear 1 percent 

Medium bond: 
Reopen 2 ' a due 19~50 
at par (nov selling at 
101. 22) 

(1 /3) Long bond: 

1 Probable 
: !!.!! pr ealua 
(Deoiaale are 
th1rt:r-seoonde) 

.25 

1. 22 

17-22 :rear (1956-61) 
2-1/2 1 & 1, 07 

•composite• premium 1. 07 

The advantage• and diaadvantagea appl;r1ng generally to otter­
inge in fixed proportions appl:r here alae i n the eame manner a e in 
the oorreepondlng tvo-va:r otter. It alec hu the alnor additional 
disadvantage ~ being somewhat acre ooaplex. 

The epeoial dleadl'antagse attaching to a three-va7 otter v1 th 
opti onal proportion• do not apply, hovel'er , it fixed proportion• 
are ueed. .A three-way otter, en the other hand, is more economi­
cal tiacalll and would reduce eecondary d1etribut1on as compared 
w1th a two-way otter. Iti therefore, appears to have the edge it 
tixed proportions are amp oyed. 

Attachment. 

Regraded Unclassified



te prem1ua 

EeU•ted I'Na111U on Propoeed lew IIIUII 
in two-•87 and !bree-•87 oollbinat1one 

(Bae1e ot o1oe1ng bide, Deo111ber 6) 

~50 

("'-) (Deoiull1 

7" are 32nd .. I 
I 

.,_ (Denule 
( 7") are 32nde) 

. 
Optional Proportion• 

: 

.17 

2. 27 1.o6 

Jotez 
: Reopen 1 1 • due J/l.5fll4 

• 1/2 pMa1UIB (now 
••11ing at 101-1/32) 

Ked1ua bond: 
Reopen 2 1 • due 194el-

50 • 3/~ prem1ua (now 
eelling at 101-22/32) 

Long bondl 

.17 

17-22 year (1956-61) 
2-1/2'• 2.~1 1 . 07 

.84 

2.26 

. . 
Fixed Proportion• 

.25 

1.oll-

: 
: (1/3) Jote1 

5-7ear (12/l.5i"l 
1'• 

: (1/3) )(ed1um bond: 
Reopen 2'• due 1943-

50 • par (now ••11-
ing At 101-22/32) 

1 (1/3) Long bond: 
1 17- 22 year (1956-61) 
: 2-1/2 1 • 2.11-1 
I 

Oo11poei te prea1ua 

.25 

1.22 
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THE AMEIIICAN MnAL CoMPANY, LIMITED 
e1 • ._OAOWAY 

NCW YOIItK 

1n.P"MO"Il .owu- ••c:• e o.~eoo 

Oo\M.C AOe•<M; C ........ U • • • llW , ... 

Honorable Henry Norgentheu, 
Secretary or the Treasury, 
Washington , D. c. 
Dear Henry: 

HIH:.U 

December 7 ,1939. 

By mistake I took with me yesterday the 
rather hastily written memorandum on Russia ' s impor ts 
ot lead end copper that I had intended leaving with 
you. I am enclosing it slightly revised. 

I had lunch today \\'1 th K. P. Chen. AB he 
ceo explain when he sees you tomorrow, we have brought 
the proposed zinc business to a point where we ere 
hopeful ot closing it it we get word from Universal 
Trading Company to go ahead. For the lest tew days 
we have been waiting to hear from them. K.P. said 
he would get in touch with me about this on his r eturn 
from Washington. 

I em giving my full attention to the other 
metter about which you spoke to me yesterday end will 
telephone you tomorPOw afternoon. 

Sincerely, 

~ 
Enc 
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RUSSIA ' S IMPORTS OF LEAD AND COPP!l! 152 

Following are comparatiTe tigurea ot Ruaeia ' a 1mporta ot l ead 
and copper tor the paet t our years. The lead tiguree are those of the 
Amer ican Bureau ot Ketal Statistics. The copper figures are our own 
estimates tor Russia based on the Copper Institute 's f i gures tor the 
Balt ic countries as a group. Figures are 1n tone ot 2000 lbs. 

~ ~ 1938 1939 

Lead 29 , 700 42,400 20, 100* not reported 

Copper 36,000 60,000 110,000 60,000 .. 

*baaed on average of tiret 9 moe 
•• " " " " " 7 .. 

During the spring of 1939 Russia cancelled contrscts i n New York 
and London tor a considerable tonnage ot copper not yet pricedand re­
sold copper already priced. The reasons ~~re not made kno~u , but it 
was assumed in the copper market at the time t hat Russia was either 
experiencing exchange difficulties or had concluded that there would be 
no war, or both. 

Since war broke out 1n September Russia has reversed its policy 
and has bought large tonnasea ot copper and lead principally in New 
York. Because ot these purchases here , imports this year may be 
some~'hat larger than the estimated total ot 60,000 tons which i s based 
on its actual imports during tbe first seven months of the year. 
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After Rarolct Roouoh11ct' • ""'"' 11o In TCII'It, u hllpboae« • uct 11&14 Cat 1M bact bela th1111t1nc abolat tiM PI'CIPOMl u4, wtl11e he •• perteon:r rilllaC to reoo-act u to ble 8ea:rc1 ot MftotON {wb11e he 414 aot ea:r ~~ w1tboat a quiet pro quo) be n• -nect about tbe11' 1aboreft who woulct ••' Ultel:r be 1&14 ott 1t tbe:r 1o1t the bui1DOII to lue11a. 

I 11&14 I ooal.ct 1ee 11bat tb1e _. a reaeoaehle wo.rr:r &114 tbat I waatect to &IIIUN b1a tbat I waa 101111 to Ule enr:r ettort to set b1a aew bu11nu1 troa England l'!'anoe and tbe Ull1tec1 StatiiJ tbat I bact IIJ)01ten to tbe ~ .. 1ctent and be W&llhd to 1no1u4e Japaa 1n tiM _.&1 ee&rso oa 1101¥b4ena, &I tb11 wbole qu01Uon ot --.1 e~ bact 1tarted wbea tbe JQeaen t1r1t 'boee4 tba o1rtUu PDJ>­ula t1 oa 1a Clhiaa. 

!53 
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CLOSING J.OIIEBIIENTS December 7 , 19~9. 
~ ~ 30 p. m. 

Preaent1 

H, :.! , J rl 

Curr ie I 

llr. Foley 
llr. Currie 
Mr. Kades 
t,r . Sullivan 

Yes , sir. 

Well , as I told you t hla morning, Jtr . Secretary, 
I .sat in a t t wo conferences wi th the Bureau of 
Internal Revenue people and Mr . Kades f rom Trea sury, 
and consulted wi th Admiral Furlong and Colonel 
Burns , but a ll I did on this matter was tha t 
and I got a pret ty strong impression as a result 
of these conferences, one , that qui te a bi t was 
possible under existing law and existing procedures 
to insure justice to taxpayers for ex traordinary 
expenditures which may later beco~e obsolete with­
out any change in the existing procedures at all . 
That is one . Two is that these remedies and 
possibi l i t i es a ppear to bo completely unknown to 
the Army and navy peopl e t talked to and t hey 
we re thinking entirel y 1n terms of cl osi ng agree­
ments , tha t sort o f thing. 

So far as I went, I put in a tentative suggestion 
to the President . I mentioned t hi s possibility 
that under the present procedures , as I understood , 
companies have the privilpge or sub:Jti.tting amended 
returns for a peri od o f tnree years and this peri od 
could be ex tended by mutual consent of the compani es 
and t he Co:m1ss1oner. How, that seemed t o me to 
open the possibility fo r keeping some of t hese 
things off until t he a'bnonAal period or the emor­
gency peri od was over; in a ny case, until such 
time as we can have a better possibility of assess­
ing t he future usefulness or va lue o f this speci .al 
equipment. That appears t o be somewhat similar 
to what the British are doing now. They a re only 
allowing a maxlmwn of 10 pe rcent depreciation on 
extraordinary expenditures, pending a f inal re­
adjus tmen t which will be r e t roactive at the con­
clusion of hostilities. 

So it is apparently on the baaia of tha t discovery 
tha t I suggested to the President that there 
appeared to be adequate guarantees against loss 
f rom abnormal obsolescence under the present l aws 
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H. M. Jr : 

Sullivan : 

H. !l . Jr : 

Fol ey : 

5ull1van: 

Poley: 

H. li . Jr: 

Sullivan : 

H. fi . Jr: 

CUrri e : 

- 2 -

and procedures. I sugges t ed tha t it might be 
he lpful to have thes e expl ained in great d e t ail 
and thoroughly and ca refully to the Army and 
Navy so there would be no possibility o !' th ei r 
saying they didn ' t know, 

Now l e t me ask, hasn' t the Army and Navy had 
th i s thing all explained t o them? 

I have o.nly h ad one conference with ei the r of 
them, s ir, and tha t wa s yesterday aft ernoon When 
Admiral Bass , Capta i n Kraus , Coanander Bra ine 
and Commander Richardson and my cr owd met with 
l~jor ? leet on Consolidated, and except for 
Captain Kraus, mo bad been here in the morning 
and beard you explain it to Mr . Sdison ••• • 

Give a lecture . 

It wa s a good l ecture . 

The others had no i dea at all . 

I th ink f rom wha t I observed yesterday morni ng 
that nobody coul d be more afie l d t han Secre t ary 
Edison. 

Tal king here in the privacy of the room, · when 
we got through with that hour , I still don ' t 
think Edis on understood 1t and I don ' t think h e 
want s to understand it. 

After he l eft this room be made e remark to 
Yr . Kades that indicated ve ry clearly that he 
hadn ' t improved hio knowleds e or the s i tuation 
while be was in here , 

You see 1 the only way , I am sorry to say, the t 
I feel that we can get them to understand is 
to toke a ease like the Consolidated, with wh i ch 
we offered to sit with un t il we ei ther solved 
i t o r didn't solve it , nnd s weat the damn thing 
through, be cause I fee l tha t the disposition -
I haven ' t had the personal conversa tion with t h e 
Army or the Na vy tha t - they don 't want to do it 
this way. 

I am sure of t hat. 

! 55 
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Sullivan: 

H, U, Jr: 

!!. M. Jr: 

Sull i van : 

R. r.1 . Jr: 

Sullivan : 

E. !! . Jr: 

- 3 -

l'hnt was very well demonstra ted yes t erda y a fte r­
noon. 

Now just t ake - I have go t f rom now unt il 4 :00. 
Just take a feVI mi nutes and sk e t ch what h appened 
f or the benefi t of us who weren ' t there , 

'.'ie me t at hs l f past 2 :00, There was thn t group 
and I had the three r..en you (Currie) me t with , 
p lus t..-o of our engineers and at about 4 : 30 
I asked leave to retire and then , at t hat time , 
I asked t he !lavy i f they wou l d be willing to 
go through on ~~e thing they had been pr essing 
us to do , in view of "hat they have been doing, 
end t h ey said absolutely not . Finally I sai d 
to Csp ts in Kraus , "'.'.ho t do you want , " end he 
said, "I "ant plsnes . " I sa i d , "Are you .:1lling 
t o c ive them anything :nora than i s 1n this 
clos ing agreement ,-:e offered them October 16 , " 
an<l 'le said, "No , I 111!1 not , " The upshot o f it 
was tha t he asked me i f I woul d be willing . • . • 

Thi s i s Kraus? 

Thl s ls Fl eet , at five minutes to 7 :00. And he 
wasn ' t anywhe re n ear out of breath at that t ime , 
either . He asked :ne 1f I would be w1111ns, to 
r ccom>end to the Secretary that the peri od in 
which be m:>ul d have to d ecide if he was going 
to discard the f a c iliti es a f ter the expir ation 
of the contract woulC be extended f r om three 
months to six months , and I said , "I •ill answer 
that question a f t e r you have assured ~e you will 
t ry to persuade your Board of Directors to accep t 
ths t closing a greement , " end he said, " I Y:ill , 
and I think I can get away ~l th it , " and I said, 
"I wi ll be very g lad t o recommend that to the 
Secr eta"Y.. " 

Roughly , whst is the agreement , vmere does i t 
atand now? 

The agr ee!nent i s just ea we di"evt 1 t up . 

Sketch it. 

; . 

:ss 
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Sullivan I 

R.M.Jr: 

Sullivan : 

Sulli van! 

R.ll.Jr l 

Sull1van1 

B.M. Jrl 

Sullivan! 

-. -
In the ldddle of Octo~r . It fiv .. billl a 
write-ott on all ot the epecia toola and 
equi~t that be lw.e got to purchase tor 
thia contract, provided the;r are not uaed 
on an;r other work. It 1a on a production 
bash and if that ia used on a French con­
tract - and I think h e ia executing one toda;y 
tor~ million. dollare- then i t ia pro r a ta. 

On h ie bu1ldinge • to erect thla new plant be 
will have to tear down acme of the ol d ones 
and there are cert ain aalvage benefits that 
are gi van hila, to which he 1a clearl;r en­
t i tled. On an;rthing that he discards at the 
e><pi rat1on of t he contract •••• 

Wh i ch 1s how longf 

Twenty- two months they expect it will take to 
complete this ordel' of 200 planes . Anything 
that 1s discarded - and that meane di scarded -
he will then t a ke the difference between the 
cost pl'ice, the e1-ect1on, leas whatevel' depre­
ciation has been allowe4 during those two years, 
1f he noti fies the Commiaaloner with.1n three 
months a f ter the expiration of the contract 
tha t the f a cili ties are to be d i scarded. 

Now, that 1s noth1ne. to 'llhich ;you would not be 
entitled without a closing &gl'eement. 

The onl;r difference 1a b e wants to have s ix 
montba 'instead ot threa t 

Tba t is all he wants now. 

That is wholly unimpo1-tantt 

Oh, that is pertectl7 al l l'ight, air . 

And you say none of the Navy people would auee 
to tbist 

None of the Na vy peopl e would tell me that they 
would be willing to give them anything more than 
that today. 

157 
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H, M. Jr: 

Sullivan: 

H,M.Jr: 

Sullivan : 

F'o ley : 

Sullivan : 

P. . ~· . Jr : 

Sul livan : 

I! . M. Jr : 

Sullivan: 

H, M,Jr: 

Currie : 

!"ol ey : 

- 5 -

More than thatt 

That is right. Now , they have been •• • • 

I don ' t understand that sta t ement . 

They have been trying to force us for two 
months . 

It is a back-track as a r e sult. of the con­
ference here yesterday morning. 

For two conths they have been trying to force 
us to execute a closing asreement 1fbich "'ould 
allow hie to ~Tite off $1, 200, 000. I asked 
t he:n if •my one or them woul d be willing to 
approve such a closing agre~ent yester day 
afternoon at .- : 30 and they all s aid nothing 
doing. 

No1·: , 70u still haven ' t explained that . You 
have been living with this . l1bat does t hat 
mean? Does that 1nean thllt - is their pos i t i on .••• 

'l'he Navy i s ent i r e l y in a cco t'<l wl th us . 

That is whnt I d icin 1 t c;e t , 

As a matter of fact , when we got rie of ?leet 
on the pretext tho.t I wanted t o d iscuss L:i d vale 
with the t:avy, then I said , "Now, "'e are going 
to be doini business together for quite a while 
to come . I r.an t a very Cranlt express ion of 
opinion from you g ent lemen aa to the way r.e 
hand l ed this particular ca s e so that we can try 
to work out a procedure that is :nutually helpful, • 
and everyone of the four men spoke up and said , 
""Sell, we can r t think of anything that could be 
better than what you are doing now. " 

Then you are all satisf1e~? It sounds reasonable 
to me , Doesn ' t it sound reasonabl e to you , Lauch? 

Yes . 

That is all they are entl tlod to . They thought 
they cou l d get away wlth more so they demanded 
more . 
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The par t I don't like , tho thing that worries 
me abou t t his - and th i s ia my worry f or the 
present - I can ' t help but be a little sus­
picious . 

You have a right to be suspicious . 

And this thing doesn ' t smell right , I don't 
like i t . Here in the Treasury we don ' t - we 
are not buddies with all these machin er y repre­
sentatives a nd a gents. ~. e don 't let them wine 
us and dine us. We don ' t do business that wa y . 
This intimcy so t ha t they bring in the contractor 
and be is - I don 1 t k now whether he was an A&:! i ral 
or who b e ~as at t ho beginning. 

He us ed to be . All ot t hese fe llows used to be 
rl t h the Ns vy a t one time . 

Fleet was foJ'!lerly a li.ajor i n the Ar:oy . 

I kno·tt , bu t t h is is so"a t hins n ew to rne , t he way 
th e Navy treats these s ales agents . They treat 
them as though t hey we r•o part of t he department 
and ..-hat t h ey are ar5uing with u s is , as though 
they were working for th i s con t ro.ctor . It ill 
new to me. 

( Discus3ion off t h e record) 

Let me ask you t h i s , you are now wait ing to hear 
f rom t he 11avy? 

Prom Fl eet . 'l'"ne !lavy i a in comple te accord w1 t h 
us . 

The ne xt thing is :rom Fl e e t? 

That is right , sir. His ~An will be i n t omorrow 
mor ning and he will be back h ere ~onday at the 
latest and probably before. 

You are clear of that? 

Yes , s ir. 

Now, what about ~idvalo? 

:ss 
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They a re coming oTer to aee ua to1110rrow 1110rning 
and the Midval e people will probably be down 
Monday . 

And then let' a do the same thing that I suggested 
yeeterday , that you eoe the Navy and the 141dvale 
people together. 

Yea, air, we are going to do that when the llidva l e 
people come down, but we had a preliminary problem 
in Midvale that we don ' t have in the others. 

What is tha tt 

Congress set aside six million dollars for th is 
particular thing. 

'lhat is right. Get t his , Lauch. 

And I had written the Mi d vale people - L!r . CUrrie , 
they were 1n here day before :yesterday, or - no , 
t hey were in here Monday, I think, and submitted 
their proposal an.d they expected a :yes or no 
answer. \Ve couldn't give 1t to them because we 
were running gmack into this other problem and 
so I wrote saying tbet we entertained serious 
doubts as to the propri ety of our entering into 
a closing agreement when Congress bed expressly 
provided for other means of accomplishing this 
same resul.t, and I told tha t to the llavy yesterday. 
There was a reference made to Midvale and I said 
I just wanted those fellows to know tbet we have 
been writing ~dvale and we have this problem. 

:co 

t ell now, they want - obviouel:y that is something 
for the Navy and us to diacues without the lli dval.e 
people being present , so Admiral Bass and llr . lleLaine 
and I don ' t know Who alae is coming over tomorrow 
morning a t 10: 00 o'clock and we are going to dis­
cues that. 

On that point , Mr. Secretary, I think I can edd 
a little bit as a result of my interview with 
Admiral Furlong. He did not d iscuss Midvale ' s 
request but Bethlehem Steel ' a request for 50 
percent obsolescence in a closing agreement. 

Isn't that the same elaas as Uidvale! 
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It 1a mother OOlDp&l\7; i t 1a the same type 

ot t h ing. Now, it developed in the course ot 
the conference thet the authorize,d naval program 

will insu.re tull capaci cy operations of the 

entire indust17 througnout 1942 and that the 

new plants for super-cruisers approved by the 

President would insure full capacity operations 

throughout 194~ and that thereafter i f we kept 

our tleet • .. • 

Feet or peak , which are you saJingf 

The Na vy f l eet at full efficiency to provide 

Cor a normal program, tha t would i.nsure thereafter 

two- thirds capacity operations indefi nitely. 

v.ell now •. .. 

Wy f irst 1mpre3sion when I sat 1n with t hese !DOD 

the other day was that this closing agreement was 

a very dangerous thi ng, because the t hing I seized 

right onto is the fact that you coulen' t do any­

tblng with a closi.ng agreement that you couldn ' t 

do 1n i ts absence. You couldn't change the tax­

payer's liability anyway thet way. That ought 

to be mnde clear. 

Wha. t I think we are doing is along the same U.nes. 

The only way I know how to teach tho Navy what 

we can or cannot do is to do wha t we are doi.ng 

in the case of Consolidated - I mean go right 

through the thing s tep by step. I don't see h ow 

we can do i t any other way. 

When you made the suggestion yesterday morning, 

I tbougbt it ~as going to be a futile effort and 

I was oo10pletely amazed at the way the Na vy just 

sl1d right into - alongside uo . 

Don ' t you think the ract that Edison kept saTing -

that I kept saying all the time that the President 

and I see eye to eye on this thing, he knows all 

about it, it must bR.ve a da an impression on these 

Admi rals? 

It must have a da an impression on captain Kraus. 
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He was per fectly fine yesterda y afternoon and 

when Fleet kept going off on a tangent he woul4 

say, • .vait a minute , cane back here. • 

He is smarter than the rest of them. 

I think Conunander Braine is a pretty smart boy. 

What ia hla posi tion? 

I don't know, s ir. He i s a Commander and he i a 

the fellow who is handling the Mi dvale and I 

t h ink that be very definitely knows h is stuff 

from the conversat i on we had yesterday afternoon. 

Well now, Sullivan, h e re i t is 'lhursday afternoon. 

No w, 1 a there anything more you need me on until 

you see Fl eet o •• until you hear from l.tld vale , 

l s there anything more you need me on? 

I don ' t think so unless you can give us some help 

on t h i s basic problem we are f acing with Mi dvale . 

Do you want me to go through another performance 

like I did the other day. 

Oh, no. 

Do you want me to give him the works again? 

No , I don 1 t t h ink that is necessary. 

It s ounds as t hougb you a r e spoiling to do it. 

Yes , I will have you here next time. eYerybody 

had a good time. 

That was a very c l ear invitation for what he got , 

too . 

And I interrupted two o r three times and said, 

" Do you want me to go ahead in front of these 

people , " and he would s ay , "Yes." 

He got them in. Mr . Fo l ey and I d i scussed that 

out side. 
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When you reach an i mpasse with the Navy and 
Midvale , you wi ll let me knowt 

Yes . Unt i l then, shall I maintain the position 
that since Cong.rea,a has provided these funds 
it must be done that wayt 

V.bat are they going to use this money for anyway? 

I don 't know. 

What about the Army? Are they all right? Ia 
there anything pending with the Army? 

I have had no contact with them. loly men tell 
me that the Army has been perfectly swell. Last 
Friday =min~ I l eft he r e to get thei r waiver 
on the press release on Colt and I talked with 
Col onel 3urns and Colonel Kut z and Ur . Johnson 
and they all thought that it was a fine i dea 
but Louis says , "Of course, the Secretary has 
given us assurances that you can go a l ot further 
than you do on Co 1 t . " 

Whi ch Secretary did he moan? 

You. 

I don 't know - I haven ' t h ad any com3run!cation 
with him, directly or indi r ectly . He must have 
meant Ranes . He said so,ebody had given him 
a s surance h e could go furth e r? 

That is right , than we went with Colt . I said , 
"VIall , we can be very h elpful on tools and equip­
ment of that kl!'ld , but r.hen you get to buildings , 
you are running into some th i ng else. " •t:ell , " 
he said , •o r course, these tools a ran ' t any good 
unless we have buildings to put thorn in, • and 
about t hat time the conversat i on went to tho topic 
of the Army- llavy game . 

Well, I want to tell you I haven ' t had 
to see the President since I sent that 
but I talked with Cu'l'rie this roo m ing. 
th e President a lump sum ln "B" budget 
million dollars to construct in publ i c 

a chance 
t hing over 
You give 

of 25 
\'OOrks all 
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the shadow factories he wants , and I don't think 
he would have to spend a dollar of it. 

And you keep t alking like that and these follows 
won't be running 1n here looking for closing 
agreemen ta . 

They don 1 t want the Government to build shadow 
factories . 

He ought to have it i .n his vest pocket. 

That is rignt. . 

You wiil g et your planes and your battleships and 
that is the thing theJ are a froid of, they ore 
a f raid we are going to build our own factories. 

Give him that and I don ' t think the President will 
have any t r ouble . 

When tho smoke all cleored awoy last night , Fleet 
says , "Two million dollars is a lot of money to 
put in this, " and I said, "Listen, I am from 
New Hampshire but I am n ot that much of a f armer. 
You don't dare not put that ln there because you 
would be compl etely lost a yoar from now,• and he 
just walked by closely so they wouldn't bear and 
he said, "You ssid it. " 

Sure, i t i s a bluff1ng game . 

!low, there 1s $1 , 200, 000 the llavy bas been pressing 
us to gi ve t;bem. 

If it wasn' t tor this office he r e , be would hove 
got it. And the outrageous thing, as I understand, 
on the original a greement -wa sn't the llavy going 
to put up the mone7? 

They certified that he waa entitled to it. 

And were going to make pa,.monta as tho building 
progressed. 

Ian 1 t that something! 
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And I almost •• • • 

There is only one word £or it, it sticks. 

I almost got h im to adl111t , Mr. Curri e , that this 
contract he is signing today in New York b ad an 
extra bonus of the two million dollars , 

You mean for the bui lding? 

Sure. 

Do you want me to find out? 

I think tile deal 1a right on the fire this after­
noon and it may go over until tomorrow and I 
wouldn 1 t want to upse t it. 

You mean that the Fronch put in that two million 
dollars for the building? I can find out. 

All right , I don ' t think it i s going to be neces­
sary, because I thL~ he is going to . ••• 

Leroy-Beaulieu is coming 1n to see me and I can 
simply say , "Look here , Leroy, a fter you have 
signed this contract I hear you have got with 
Consol i dated, wou l d you mind giving m.e a copy 
of it?" How is that? 

Fine . 

(To reporter) Tell 14rs . Klotz to r&ind me men 
rtr . Loroy- Beaulieu comes in. 

They are going to make the !!ri tish and the French 
pay for the stuff, 

I think we are all rlght now, 

Except for the th lng tba t I came to see you a bout. 

I don 1 t like that suggestion of yours and I will 
t oll you why . 

Now look, follows , I try to run this thing on 
time, Go back to :ld ' s office and thrash this 

:ss 

Regraded Unclassified



CUrrie a 

166 

- u-

tb1D8 out;, will J'OU, aD4 ~t r eu, Bd, 1t 
I ban ~.or. ••tlllce Oil oloe1zlc acre-te, 
I wa~t Curr1e to a1t lu bere and be notltled. 
It there are aD7 ••tlDaa on a17 or these 1:hlna•, 
I would like b1a notltle4. 

I hoped I could get out or lt rro. now on. 
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TREASURY DEPARTMENT 
UNITED 5TATE8 COAST GUARD 

WASHINGTON 7 De<*lber, 1939. 

)4emor&lldla for J.aaiatant S.cretazy Herbe~ E. Gutooa 

The foilDwing ••..,. 'llhich or1gin&t..cl in Jiexl.co Cit:r, D. P. , 
on Novelllber 30, 1939, 1a quoted for ;rou.r intoration and au.ch &ction 
a.o :rou .a;:, cleea appropriate. It wao oent to the tina of Brudero•ocbo 
Eioemoorke at Wets.lo.r, Oenaon;r, in a Oer!IIIUI co-roi&l cod8. 

"30 NOVDIBER 1939 

STA!WrERKE ROCHLING BUDERUA A G WErZLI.R 
(st .. lworka) 

"!Wtarence ;rou.r telegram October 27th, cus~r &BJ"'e&ble. 
loloating with ditticllltieo. Tba;y propooe to reMW letter 
of oredit the middle of December, tot&l amount Swioe franco 
in your favor, Swiae Banking Corporation of Zurich, invoiced 
to Bo&rd of II&Daprs 11o!&teri&lo of W&r 1 at Var& Crw:, 1/exico. 
llarlc:1n& of goode &nd invoice to be •de out otri~ neutral. 
lloke no ~t or consular feae. l)oc:u.nts will be dellftr­
ed from the bank to the l.:exl.e&n oonelll at Gena& for the 
purpooe of re-forw&rding, The OOGDission is to be ploced to 
&ecount against conaignment of goode. Please wire reply to 
OUSOSA if agreeable. Request undo~&ke expo~ ao eoon ao 
poaaible . • 

rA...R . • · P~E:romo,· ::a:. 
Lieutenant, U. S. Coaot Guard, 

J.cting Chief Intelligenoo Officer. 

Honorable Herbe~ E. OUton, 
Aasiatant S.cret&r;r of the Treuury, 
llaallinBton, D. c. 

~87 
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.JAPANESE EMBASSY 

WASHINGTON 

117 dear Mr. Seoretar7: 

Mr. !'wt- nah1;raa, :r1nano1al At­

tache to tll1a Babau7, 1ntor.a • tlla t u 

woul4 11.ke to baYe an 11ltan1aw w1 tb 70U 011 

U7 da7 between 1'ueaota:r, Deoellber 12 and :rri­

ota:r the 15th, 1nolua1Ye. 

I ahoul.d be Ye!'7 gratetul it 7ou would 

be good enough to grant hilll an inteniew and 

appoint the time at 70ur oonTan1enoe . 

Your a Yer7 e1noerel7, 

The Honorable Hanr7 Worganthau, lr. 

Seoret81'7 ot the Treaeur:r 

Waehington, D.O. 
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TREASURY DEPARTMENT 

PAOCUR£MEHT DIVISION 

WASHINGTON 

Dlo.ber 7, 19)9 

'nle following tabulation 1a a brief picture of the 110tor a1 tuation tor 
19/IJ. 

19/IJ 

Eat:lmated E:x:iating Balance II Eatlmated .lnnUIJ. 

Production Orders Availeble II Production 
II 

Allie on 1,288 ?53 S3S II 1,860 

Pratt & 'lihitneT 8 ,900 8,379* 521. II 10, )20 

\Vrif:llt 10, 000 9 ,077 96J II 

:rJ , l88 18,169 
II 

2,019 II 

• Include• lira ordeno tor 7 1288 with negotiet.iona 
pending tor sale ot 1,091 

w,ooo 
22,180 

12!il 

'!he exi.at.iJI8 orders repnoeent Uo.oae .,tors required to talce care ot all pro­

£....,.. that baft been appr<m>d to date. 

'lho eatjmated atlmlAl production tor 19<41 talcos into consideration all ex­

tensions to plant tacUit.ies that bave been made and are presentl,y 1n the 

oouroe of being completed. 
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!lao to11.ew•1 tolll•U• u a ~rlat pl.W.o e1 tlao •'-• ,,, .. ,lea , .. 1940. 

1940 

Liliiia LL\1111 amr .. " su•wnn 
£1 llldl• o.ctu1 'UIIIIIJ.I II Pr.dllll• &161. 

II 
AUU.. 1,211 7, ,, .. 1,160 
~--- .... , ... ., 1,900 "·'~ 'aJ. II 10,»0 
Wrlt" 10.000 . 9,0l7 "' II 10,000 

M,ld li,Df 2,m " 22,110 II 

fit• ..uts.a _. •• npro••• thoao •wn requlPicl to t aaca •n• 
of aU ,....._ Oat aaa" ~-- .,..., .. to ..... 

he "'t.d.. , ...-.u. t.r 1941 ta~te• a w ... u ... tt.. 
all at=••• to plaat taelllUu 1taat ba" "- .U ...s ua 
,._,~ • ta. .-. .. ot ba&aa .-..ln ... 

\ 

/ 1/ a. • · Colliaa 

Dlr.n.. ot •-·-• 

• 
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...... llr ...... w. •• 
I b .. M a : 1'11...,. -~ 

ot , ... let'- at Daatdw 6tlt _. 

ban ia.Aa*" .. ~- CallJU M 

• .,..,. ..t ,_.. nuaa .. ~lta .. 

tNrata. 
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TO: Secretar;- l:oraenthau 
FR (11..': l'r • Gas tan 

December 7 , 1939, 

SU!lJECT: Radio equipr.tent of yawl LEKAIA . 

Acimiral llaeache obtained ,the following information by telephone . 
Tl:e generator aboard tho LEKALA is o.r the type used f or radio t r ans­
mission but it is not connected with any IIJ'P<Il'at~ . The LEKALA carries 
to~ ordinary broadcast receivers but has no r adio transmission apparatus 
other than this unconnected generator. It is a Blue Diamond generator 
with double mund amaturo and two co:n~tators, one cell produc1n;; ?i 
volts for heatinf: tubes and the other coil prodl:cing llO volts for pl&te 
powntial. The presence of the generator indicates that the persons 
aboard the LEKALA pr obably contel!plated later installi.'lg radio trans­
:W>sion "'''Ji!X'ent . 

11aeache bas received b-o co=ications bearin;; on the LEKAI.A . 

!74 

Cne is .!'rom Wallace Hottson of Qreemrlch, Connecticut, M!o says that a 
man named Edward Keorling, a ver y inwlligont man and a rabid Nazi, 
worked .!'or him as a butler about a year aco . He cnve a description of 
Y.cerling llhich anPers the description c.r tho nan of the same nace aboard 
t he LEi'.ALA. 11aesche has also received a letter !roc Kecrline himsel.C1 in M!ich the latter thnna the Coast Guard for courteous treatment, but 
s-..vs that at tl:e sa:::e ti:le he feels ~:;oved to protest agair.st beir.g re­
peatedly detained . l!o so,ys t hat after the Distri ct Attorne-J in 1;ew York 
told thea the7 were free to &O he called up tl:e Coast Guard District 
Coe-..Ander and got t.is pel:'lldssion to leave, but that later the:r were 
!-.ailed and boarded at Cope l.!ay, a t Chesapeake City and l!oorehead and 
finally at 1Tr1chtsville. His letter contains tho cpestion : "Is it a 
cril:!e already to be a Oeman?" and adds that in 111\Y event !:e' •·~uld r ather 
be a Qernan than an Engliehnan. He •a.Y• that their plans are to co to 
Uiami to spend a peaceful winter, if they are perMitted; that he intends 
to travel outside .!'rom Cape Fear to !l!iam1 and thnt l:e will check in at 
Charleston. He adds al.so that !".e would be t lad to have the convo7 of 
a Coa:ot Guard patrol boat all the way for cocponionship and sal'ety. H1s 
letter contai~.s a footnote that he is sending a copy of it to tbe British 
&.l; ass y. 
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THE. WHITt KOUSE 

WASHINGTON 

o.-ber 7, 1939 

ICJ clMr llr. s.cr.tarTa 

I aa IIDcloelng an ~ to the 

llnor*Ddua OD Britlah 'fu.e wbich :rou ai&ht 

like to ba .... 

SincereJ.T ;roure, 

~ <"-<:~c . : • 
Laucblin Currie 
~strati ... Aeaiatant 
to the Preaiclent 

Honorable a...r,. llorgentbau, Jr. 
Sacret.r7 ot the ~ 
lluhiniton, D. c. 
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AddeodWI 

ll0110raodua on British Tuea or the European War 

Nationa1 Defense Contribytion 

The yield f'rotD the Ratioll!U De!enDe Contribution levy 

rose !rom I. 1.4 llil.lion in 19)7-38, iU first yee:r, to 

I. 21.9 ..UUon the next, and 1.110unted to I. 10. 2 ailllon in 

the tiaea.l :year 19)9 up to August :ab, 19) 9 . 

The Rat1oml De1'enso Contribution muel be paia in t he 

future o~ by those businesses which aro liBble to no tax 

under the excess profits levy or to e. s111aller one t he.n they 

would be under the Defense Contribution. To this extent , 

the National Defense Contribution lapoooa at leoat a ooderate 

tax on profitable businesses which alreody hod hi£)> profits 

in the standard period . 
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PARAPIDW!Z OF TELEOJW( REOJ:lVED 

J'ROK: Aaerioan Eabaaay, Parie, France 

DATE: December 7, 1939, 7 p.m. 

NO. : 2924. 

FOR 'U!E TREASURY. 

This evening we called on Ru,rr, the Under Governor 

175 

ot the Bank of France. lie asked him what progreea vas being 

made in the negotiations tor a financial agreement between 

Great Brita1.n and France to complete the inter-allied 

cooperation measures. Rueff replied that they were making 

eatietaotorr progress, but that negotiations are at a del i cate 

s tage, and nothing has been signed aa yet , eo he was reluctant 

to dieouae deGa1le of the arrangement. However, he indicated 

that when the agreement is signed, it Will be a tar-reaching 

one and verr close monetary cooperation between Great Britain 

and France Will be provided tor therein. 
nnanoial 

Huett ea1d tba internal/situation vaa quite aat1ataotory, 

and the •closed capi tal cirou1t 1 was noving at as good a 

rate aa they could have anticipated tor it. Subscriptions 

to armament bonds are nov averaging tor each P.eriod between 

350,000,000 and 400,000,000 trance - repatriated capital or 

oourae accounts tor much or this, but the return flow or suoh 

o~i tal is drying up gradually. 

At the Bank or France we talked with our friend, who 

ea1d that vh1.le the fund continued t o ga:.tn on a d111in1eh1Dg 

eoale troa private repatriatione in d.ollare and sterling, 
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the requirement• or the TreaeurT are now eo beaYJ, partioularl7 

tor payaente tor airplanes, ebat eteadT lose•• are ebown tor 

the tund. Our triend expreeeed pleaaure that the recent 

sbipmente or gold, b:r wareb1p, bad arriYed eatel7. He eaid 

that be regretted that prior notice ot shipment could not 

be g1Yen to the Federal Reser...e: be bad been giYen etrict 

instructions not to do eo, aa the autborit1ee baYe definite 

knowledge that there 1a a •tap• on ever,. meane or co .. unioa­

tion. He indicated that in the near future they do not 

contemplate making an:r rUrtber ah1pmente ot gold .• 

Tb1e afternoon's PARIS SOI!l carries an interYiew with 

Paul Re:rnaud wllicb, howeYer, oonta1ne 11 t tle that 1s new. 

The headline quot .. h1a as sa,y1ng; "Yesterda,y I said: b~q, 

produce. Toda,y, I ea,y: produce more •. Tbie 1s the general 

tone ot the interview and be emphasizes tha need tor aaorit1oe 
and tor a •stable economy•. •we seek to atab111ze prioee by 

a strict eyetem ot control and in general we baYe succeeded 

since the index ot retail pr1oes 1n Paris decreased oetween 

Auguet and October. But at tba eame time it ie necea1aey 

be stated to tax income not onl7 tor moral reasons, 10 
that the ecahdal.a ot the laat war are not reproduced, but 

alao to aYoid the DICit unjuet Ot all indirect taxel beCaUII 

it strikes harder on the neceseit1ea ot all claeeeel namel:r, 

a riee in pricea. 

EJII) SIIC'l'IONS on '1'VO AJil) TIIIID. 

BULLI'l"l'. 
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Storctary of St a t E, 

Was!lington, 

GRAY 

Parle 

Dated Dtc £mbcr 7 , 1939 

Rto •d17 :25 p , m, 

2924 , DEcEmbEr 7 , 7 P• m, (SECTION FOUR) 

•That is why we havt t axed profits of enterprises, 

whether they art working tor the na tional defense or 

not nnd havE t aktn off thE Otl~ing which unt i l t hi s 

177 

year limit ed t h t progrtss~v£ general tax on big f ortunes , 

This 1s beginning to rtdu~t t ht tJUrchasing po<tEr of 

mEr chant s a nd indiffErtnt~sts nnel all t hose en joyi ng 

big incomes", (Thi s las t in answEr to cr iti cism agains t 

the 15% tax on sa l ari es of tht non-mobilized and general 

demands of t hE Socialists to soak tht r ich morE heavily) , 

BE c l osed his interview with a t r ibute to his "Br i tish 

blue book friend and colleague• Si r John Simon and 

pr a isEd his f i nanc i al eff ort (presumably rEturning the 

lat t er ' s compl imentary remarks of two days ago) , 

The budgEt report of the ChambEr FinancE Commltt•c 

indi cates that bEtwEen January 1 and Nov tmbtr 11 appr o­

prlnti ons for the ordinary budget for the current year 

havE i ncr eased s i nce the appr oval or tht f i nanc E 

193 9 
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• REB -2-#2924, From Paris , Dco . 7 , 7 p . m. (See . Four) 

1939 (atE tht Embassy ' s despatch 3631 of January 10, 

1939) November by 40 , 484, 000, 000 franca and the special 
thESE 

armanEnt budgEt by 51, 717 , 000, 000 . UndEr j c i rcum-

s tanc Es up to November 11 total appropr i at i ons f or the 

ordinary budget ~~ount to 106, B49, ooo, ooo and for t he 

spEcial armament budgEt 79, 112 , ooo, ooo, maki ng a total 

of 185, 966, 0001 000 francs for the yEar 1939. 

DEbate on thE 1940 budgEt opEnEd in the Chanbtr of 

DeputiEs today. 

BULUTT 

NPL 

: 78 
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SecrEtary of State, 

·.va a!li.ngton. 

GRAY 

Paris 

DatEd December 7 , 1939 

Rcc'd 7 :30 p . m. 

2924, DecembEr 7 , 7 p . m, (SECTION FIVEf 

According to LE TEMPS the Ltague of Nations budget 

for 1940 now bEfore the BudgEt Committee of the League 

totals 21, 615, 000 3wiss franca comparEd with 32,204, 000 

Swiss francs for 1939 . 

ThE Bank of France statEment dated NovEmber 30 re-

veala a dEcrease in commerc1a1 advances of 482, 000, 000 

to a total of francs 5, 234, 000, 000. Optn market opera­

tiona 1ncrtaard 4~5,000, 000. Thirty-day advancEs in­

creased 214, 000,000. Tht TrEasury did not draw f'urthtr 

upon ita advancE account at thE Bank of Prance, Not£ 

circulation incrEasEd 2,626, 000, 000 to a total of 

149,370, 000,000 a 0 h1gh0 a1ncE thE war atartrd . 

BULLITT 

NPL 

~ -s _, 
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, 
Storttary of StatE, 

Washi ngton• 

I 

GRAY 

Paris 

DatEd Dtc tmbEr 7 , 1939 

Rtc 1 d B Po mo 

2924, Dtotmbtr 7, ,7 P• m, (SECTION SIX) 

Thi s substantial i ncreasE i s l argt ly duE to monthEnd 

r tqui rtmEnts , On thE other hand currEnt and depos i t 

accounts decreased l , S23, 000, 000, Perc EntagE or gol d 

covEr dropptd to 59 , 41% as against 59 , 67%, 

:!.80 

After a firm and active openi ng securities weakened 

on profi t taking and wi th a fEW EXCEpti ons rtntts and 

i ndustr ial securities showed i rrEgular but uni mportant 

ga i ns and losses at the close . Offici al exchange ratEs 

r EMainEd at tht s am£ lEvEl , 

(E!ID OF IIESSAGE) 

BULL!TT 

NPL 

... --. ' 
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Ia .... Colloo11date4 .ur....n Corporatioa "'~"'-' 
tor olooiJoc -c.--t. 

!02 

Pl&oo ot 11001:111&• Jloca IOU, Iatii"Dal lnoau 8111lcliJoc, 
'lt.oh1Joctcm, D. e. 

ltiO to TcOO P.M., ..Wodq, Deooabor 8, ltat, 

TreoiiU'J' Jtopre-WtiTIII 
Jolm L. 1Dll.1na, uohtut Coooo1111-r ot llltlrB&l Jtno-. 
rr-....,. IAWnopartaeiR&l c-it-

Jolla 1f, hrno, e. A • .t.pp.l u4 B, ! , lloUI.q. 

Pr<a JDsilloor1DC &114 Val,.tioa D1Tlo1oa, lao- Tax tlaU 
s. p. lfatohott oad 1IMII w. Mortia. 

-~ Dlpu1oooat Jtopr01-tlt1TOII 
.&Atld.ral. I • J. Ia a a • 
Capta1a •• •• Irau. 
C Mer .L. 1. tio.ba.rdeoa. 
c .,.,. Jre.lM. 
Mr.~ .. Lo!.loo. 

eoatnotor' • lopre.-tot1TOt 
llajor ll, B. Ploot, Proo1doat, 

rhio ooator...,o -• diroot..t oorliol' 1a tho 4a,y by tho S.orotory 
ot tllo ,,_.,.'7 at a MviJIC loeld 1a hh ottho 1a I'~ to oaotloel' 

--· - tho 1&'1)' ...,re .... totiTII took oeoao1oa to otaw ta..t ta.. 
Coll•l1date4 Airel'lfi Corporat1• ba4 tU..t wl th - a rniood pl'o­
pooal tor hnliohiJIC 100 ail'pleaoo ot a oortola VJo• tile p..n ... 
propooal •T111C booa ta.. .Ujoot ot ~d-ti• 1a •-U• witll 
a .. ....,..t tu..t bJ tile .. ..,.....u ... tel' a oloolal ~t. rM 
aoo...-.,. ot ta.. rr-....,. ,.1at..t ..n tllot tllo o.m-tor lou 
a4opte4 a ,..,...,.., ot Hallas til'ot with - ~ u4 til• 
with tho otllll' azul a.. ""P''••oe<l tho op11l1• tllat a-·- witll 
tho ooatraotor ollooold be loeld at 111Uoll ...,.. ..... tauno ot ta.. ....,. 
uot rreo....,. ~· -1.t 'be ,.....,.., aa4 ...,...,.... ••••14 'II• 
-•• to - to ea ...,.._, w1 til ta.. ••V&atll', 1t ,.oo1'blo. Be 
llioot..t tllat Mr. lllll1na t.to •lllt.rc• ot tile •ttor ead laold ta.. ...r-. 
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.lt tho Opeodllf> of tho oODtoroDOe, tho lla'fY ropreontetino pro­
duced oopieo ot tho r ... iood propoool ot tho oontn.otor . So tar u 
-tori&l here, tho rorrlood propoool ocm.iotod or a cho.llf>o 1J> fol'll 
b:r otetlllf> that ... llllot ban a oloai~~& a~;ro-ent with tho ~erl)o -nt· without &.<>lllf> into doto.ile or tho &&ro-t. 

llo.jor Float, preaidct of tho corporation, -• iliYitod to otete 
hia oo.ao. Be 1o of a &enio.l, loquacious peroono.lit:r otetod to baTe 
a fino bo.oqroun<l of aohin-nt 1J> arlation, and he 1e il>olil>od 
oontinu&J.l:r to atr~ aw.y U>to a diaouaoion of oxtranoouo -ttora. 
It ... trequontl:r noo .. aar:r to direct hh attention back to tho 
-tter 1J> band. It required a great doo.l of diocuaoion with h1a to 
1.1oortein oxaotl:r and to roduco to oimple ton1o -t he had 1J> llilld 
in regard to the oloalllf> agre....,nt 11hioh wes dn.tted and aent to hia. 
For thoao roasono, tho c0Dtere110o took a &reat doo.l of tt.o . 

llr. SulliTan bore tho brunt of tho protracted diecu111on (four 
and ono-ho.lt boure) and throughout hia efforts wore directed to 
Ol&ld.n& <>lear to llo.jor Fleet -t the d.ro.ft of the closing agro..,ent 
prooidodJ to giYo h1a an UDdoroto.nding that it io not poaoible in 
a oloalllf> agre•ont to allow to a oontn.otor o.n:r more tl>o.n be would 
be entitled to UDder tho law and the replo.tiona or to 11hiob o.n:r 
other to.xpa;rer would be entitled under 11ke oirCUIIlatanoos, and 
that .,.ery effort hao boon -· to t;in aol\ll'&l10o to the contractor 
aa to trea- of tho coat of tho additional faoilitieo ao 1o 
poeoible UDder tho facto and oircwutanooo. llo.jor Fleet, at tho 
beghmlllf> of hio arguaent, aado the d- that 60% of tho toW 
coot of all of the f&oilitioo including tho building ... at be 
writtc oft a o coot of tho lle.li'J coatraotJ hio exproosod roaoon 
tor thio 1o tho opinion that there 1o a poeoibilit;r that tho 
added f ac>ilitieo will not be of auttioiont uoo 1J> tho buoineoo. 
DllrlJI& the oouroo ot tho dioouaoion, be adllittod that thoro io a 
pooo.ibilit;r that bo ~ ooolc to acquire oontro.oto tor export of 
planes to foroi&n poworo, prOYided he can eooure penoiaoion ot 
tho ~el'DDent tor auob export. Dllrlllf> tho diocuooion, in which 
llr. SUlliTo.n pationtl:r went o•er the applioo.bl' prorloiono of tho 
law and regulation.• and -· plo.in that ... orytl>ing hao been dono 
1J> tho draft of ~.~:re-ent that -:r bo dono v.ndor tho f acta 
a pplioablo o.t tbio tt.o, 11r. SUlliT&D fino.ll)- aokod ll&jor Floot 
it he had carefUlly road tho proposed agre-at. Kajor Fleet 
replied that ba bad not. fhoroupon, at 11r. SUlliT&D' o ouggootion, 
llo.jor Fleet and tho t'roo.oury Iaterdopo.rQonto.l c-it-, Burruo, 
.lppel and l!eillllf>, retired to an adjo1J>lllf> roca 1J> 11r. SulliT&D' o 
ouite, oat d.,.. around tho table, and weat olowl:r and carotull:r 

::.83 
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onr tho worclillr; of tho ar;re•to~t . Upon the caaq>letian of oou­
oicloration ot -.cb paravaph of tho clr&tt, llajor tleet wao aolcecl 
to inclio&te whether he objeotecl thereto and he tin&ll;r, wi tb 
rupeot to eaoh it•, ot&tecl that it wa o aoooptable. The partie• 
then returnee! to the Min oODteronoe r o'"" &ncl reportecl to xr. 
S\llliT&Do 

When aokecl by llr. S..lliTan 1t he wao r eedy to aooept tbe ~roe­
mont, llajor Fleet ber;an & long clieouuion of the proYioion in pare.­
r;raph 6 of the clratt requirillr; that the contr actor inclioato within 
t hree ,.ontha followinr; oaoq>letion of the ooutraot ito intention to 
clho&rcl the aaaeto . ll&jor Fleet otatecl that tbio prOTieiOD wao 
1111oatiafaotory to b1a ancl that be woulcl like the Gonrnment to gin 
bia tbe priTilege of cleferrinr; a cleoioion rolatiTe to cliaoarclinr; 
the a uete 1111til tbe periocl of tbe ••r,eno;r 1o •-letol:r e»ccecl, 
&ncl if it -• then cleoiclecl t o clioc&rcl the aaaeto the resultinr; loaa 
aboulcl b e apreacl baolc onr all ot tbe operationo in all of the :yeara 
in'IOl ... cl uncler the eaerr;enc:y. Bh clioouooion inclicatecl tbat be 
realiucl that this might inTolTo a nuabor of yeara, neo a a -•h 
aa ton. llr. S\llliY&n intoraocl llajor Fleet that web a procoe<linr; 
ooulcl not be clone \111cler the law. It -• explainocl to ll&jor Fleet 
that the cliocarcling of the aeoeto ahoulcl follow at once upon tho 
completion ot tho contract but that it wao judr;ed that be waa 
fairly entitlt~ to a reasonable tt.e in which to oa.rry out bio 
clooioion ancl that the Treasury Department woulcl be willing to ~reo 
to the throe aontha' i nt&r1a proddecl in tbe agre•a>t tor auob 
purpooe. .After further clioouooioo, llr. SUlliT&n aabcl ll&jor Fleet 
it it 1f011lcl be satisfactory to bia to Mice the period for oerryillt; 
out the cliooarcl oix aontha inateacl of three. ll&jor Fleet replied 
that it would DOt be aati&taotory to bia . It a ppeared that llajor 
Pleat • o cliuatiofactioo - • clireotecl aore ar;ainot a necesaity tor 
u.ltinr; a cleoieion rather then ar;ainet a otat ed poriocl of a few 
aontho. ll&jor Fleet then asked it the oorporatioo cleci<ieel to 
clioo&rcl tbe aaeet o anel tab ito lo oo ar;aillot the Vinson Aot coo­
tract &Del &leo for income tu: purpoaeo, 11hetber mboequently it 
ooulel clecide to reinotate tho beaio for tho ~o seto upon ito booes, 
tbuo rnereinr; the prOYioua ohar,a-cff. llajor Fleet waa illtoraecl 
that t bia coulcl not be allowecl. It appeared at tho wei ot tbe 
oonteronoe that lla jor Fleet• o mind waa 1>ot aaele up aa to m other 
it woulcl be aelnntageoua to the corporatio1> to treat the a ueta 
tba one w y or the other . 

11r. S\ll11Tan aalced llajor Fleet to otate 'llhan a eleoieiol> aq be 
oxpooted trom b1a whether be will dooire to e1>ter into a cloainc 
ar;reeae1>t . llajor Fleet repliecl that be de oiree to co t o lew York 
City anel oonault aeiT1ooro, a llr. Johl> Ba~>coot &Del lloasr o. Loha&n 
Brothero, but that be expeoto to return on 1>oxt llonclay, Dec•ber 11, 
l V3V, 11hon be will let llr . SUlliY&n know bio deoiaion. 

_v · .... , ' . • Regraded Unclassified
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Secretary of State 

Washington 

2562 , Dtccmocr 7 . 

FOR TREASURY . 

PLAIN' 

London 

Dated Dtct~btr 7 , 1939 

Rtc 1d 2:35 p ,:;, 

186 

1 . Tht a~proach of Chr13t~s l s doubtless onE 

factor inilutnci n[j ~ht note circulation which incrEased 

by 5 . 2 million poun•is thts we t!- , ThE Bank of Engl and 

return s :1or·s t'-.at Govcrn'l\ent ,touriti cs increas ed by 

5 . 1 million pounds and other sec\\ritits by 1.9 million 

pounds, t hus :nor t t bl\n cff sett , n(; the no~t circula­

tion advance . H0\7tver, in s ; itt or the I'A r loan divi­

dend payment on Thursday l:.~t t " ls >"Etk 1 s rrturn (as 

Of f'ednestl.ay) S hO\':S 8 heavy 1ecli:'l e in ban!:t rs I 

depo~its ~hleh d r op,ed by 17 . 2 Aillion pounds while 

public d cnosits r o3t by 1P. 3 ~lllion pounds . The 

concentration of pa~cnts for Trcgsury bills in the 

lost days of last w£El: and possibly also the purchasEs 

or new 5 pound d.tftnet bonC. s pnrt ly account for this 

MOvEmEnt bu t can · ot wholly EXplai n thE figures . 

According to a statEment by Simon in the !!oust of Como,ona 

today the new d efence bonds sales t o date total about 

11 .2 
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11, 2 milli on pounds and thc ntw Nat i onal Savings 

Ctrtifioatts salts about 10 million pounds . 

BankEr 's d Eposits which now stand at 66 . 3 million 

pounds art at the lo•:ts t ltv£1 sincE Aucust 9 when 

thty stood at 81, 9 million ponnds and comparE with 

:87 

the war period peak of 116 . 9 million pounds of October 

25 . Public deposita now at 47 , 1 million pounds art at 

an exotptionally hich level . ThE rtasons art obscure , 

probably lying in operations of tht ExchangE Equall.l'-a­

tion Account , Tht faot that tht Tap Treasury Bill 

issuE incrtastd during thE wttlc ending November 4, as 

reported in tht third paragraph of No . 2551 of Dtctmbtr 

6 , may also bt an indication of somE such operat i ons . 

2 . With further rEftrtnoe to tht fourth paragraph 

of telegram No , 2497 of Novcmber 30, 6 p .m. the Chanctl­

lor of tht Exch tqutr ytstcrday addrtsstd the National 

Joint Advisory Council which is a uar body compoatd of 

representatives of the British Employers Federation and 

the Trades' Uni on Congress General Council , The Trade 

Union rtprtstntativts had asktd for further information 

in explanati on of Simon' s statements last YIE£1< regarding 

the "fearful sacr1ficts11 to bt txptcttd and es pecially 

with regar d to his rtftrtnc£ to tht fact that remunera­

tions could not automatically incrEasE ~1th tht risE 

costs 
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oosta . LittlE 15 publishEd ot thE mEEting . ThE TillES 

rEports that thE ChancEllor of thE ExchEquEr gavE a long 

and dtta1ltd txposition and that thE mEEting was trEatcd 

by thE GovErnmEnt as of grEat importancE and was attEndtd 

alao by thE MinistEr or Labor, Financial SEcrEtary of 

thE Trcasury, Sir William Brown ot thE Board ot TradE 

and rEprE•EntativEs ot thE Mincs Dcpart~Ent and thE 

Ministry of ?ood . 

ThE Advisory Council's dut lcs art to advi sE thc 

Covtrn.'llEnt on "'attErs COI'l!.!On to EmployErs and workErs, 

wagE ratEs bEing, of coursE , a r.1ost important quEstion. 

THE TIMES quot Es an official rE'\)ort of thE mEEting as 

follows : "A g EnEral discussion v1ss opEnEd and will bE 

continuEd at t hE nExt mEEting or thE Counci l .to bE hcld 

on January 3. " 

l'canwhilE tht TradE Union Congrtss GEnEral Council 

through t t s Economic commttttc i s ma~ng a study of 

thE rElation ot pricEs and wsC£8 . IncidEntally, most 

of tht prEss gavE no n£•"8 of t h! a 'li£Et1ng excEpt , in 

ont or t;·;o casES, that it was held, and thE Labor 

DAILY HERALD dots not mEntion it today. 

3. ThErE ~es a sliaht incrEaSE in rEtail tradE 

turnover i n OctobEr, pro~ably largEly accountEd for by 

incrEas Es in pricEs . ThE inorE~aE wss on£ of 6 . 5 pEr 

CEnt 
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cent over October 1938 as compared with an incrEase in 

Stpttmbtr of 13 ,9 ptr ctnt and in August of 6 , 4 pEr 

cent over th£ corrEsponding months of last year , The 

London figurEs continuE to fall with provinci al arEaS 

showing t ht gains, 

4 , ThE significanct of tht Australian loan of 

4 , 6 million pounds undErwri ting for which bEgins to­

morrow, for thE convErsion of two Tasmanian sEcuritiEs 

is takEn to bt thE fact that funda hEld in London by 

Australia could bt used to mttt the maturity payments 

but that thE deplEtion of thtst funds would bt unwisE 

in thE pr ts tnt circumstancEs. 

5 , In reply to a quest i on in thE Bouse of Commons 

today as to whEther hE has not icEd tht widE conctnsus 

of opini on among pt opl£ of ExpEriencE of businEss and 

financE that therE should bE a ~iniatEr in thE War 

Cabinet rEspons i ble for economic coordi nation with 

responsibility for tht work of tht Board of TradE, th£ 

Department of OVErsEas Tr ade, and tht Ministries of 

Food, Supply, Shipping and Economic Warfare , tht Prim£ 

MinistEr said: 

"I have noticEd a certain number of letters in tht 

prEss to tht effEct Mr , AttlEt r efErs to , but I hav£ 

not noticEd that thtsE art writ tEn by pEoplE wi th any 

EXpEriEnCE 
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txptrltnOE of govErnmEnt thEmsElVEs . " 
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Deceabor 7, 1939, 

IIEIIOR ANDtJ il 

Tot Secretary IIDrgenthau 
rrocu llr. Gas toll. 

Ill the course ot a teleplwne connrONltion 7eaterda7 (~ J 
All8iatant Secretary or State Berla told Huntl.ll4ton Cairna that 
he would seek an op;>Ortunit)' to discuss with the Pruidant the 
pollCT to be applied to probl ... er1al.ll4 tmder the lleutreli tT 
ACt, Berle i.n4icate4 ; 41aagre-nt with conclusions '10iOe4 1>7 
Senator ltey Pittman at an inter-departmental contorence held 
in the otrice or 1\ldge lloore, Couneelor or the State Depart,.,nt , 
on nonmber 30, 1939, These conclus ions seem both to 1u4ge 
Townsend or the Department ot 1uatice and to our lawyers to be 
in hermonT with the law and with the intent ot Congress aa re­
neled 1>T the Act itself and 1>T the debates 1D Congress and ~ h 
Senator Pittman's atat..,.,nt ot the intent ot Consress as ho - f 
tmderatands 1 t , 

l.!r. Berle indicatsd that the questions would hove to bo 
decided tinali.Jr in the light ot Aclmlnistrat1on policy which he 
thought would be formulated after a discussion in Cabinet. At 
the Meti.ng Oil No.,•ber 30th, Senator Pittlwl outlined hie position 

subetant1al4' a.a tollon: 

"The purpose ot the Neutrality Act ot 1939 was 
to prevent and forestall any situation ariei ng in which 
the United States might have to make strong repre­
santatlons to any belligerent or a.s a result or which 
public opinion in tho United States =ight be aroused, 
The toot that should be ap:Pl1e4, 1n all cues where 
any doubt apJ18ar• aa to the intention or the Congreea 
1n the Neutrality ACt ot 1939, should be: 'ifhat 
interpretation is the leGst likely to get the United 
States in'IOl ved in the wu'l' In casu where the ap­
plication or that teat would interfere with current 
businaas pracUces, thoee practices ~~uat peld to 
the paace pol.icy ot the Congress . • 

There ep))41ared to be senorel agrecent at the meeting thnt 

the polioT expr .. eed by Senator Pittman was l ogioal and sotmd an4 

ehould be adopt.d, llr. Calma, however, tmderatande that llr. Berh 
now takeo the poeition that publlc eantillent in the United Stat .. 

Regraded Unclassified



t 

- 8-

le -.qoillc a rep14 treutonoaUoa u4 thd ne pollOf ot tile 

Adldn11tra\:loa alooal4 take thle l!Ro -'IIIR IID4 not be too 

oloeal:T bo~W b)' the pol107 that 110Ul.4 be 4a4u.,.4 hca tbe aoUoa 

ot ~~tiT t he -U•at anetlDc 1a co~~pe .. at the 'iM tile 

JrwtralltT AOt wu pae-. I thlJik 1t bu be.., tbe --11118 

bore 1D tblo '1'reaRr7 tbet tbe Olll:T eata oour .. le to a4bere 

etriotl:T to tile le"ar 8114 eplrlt ot tbe etatute 1a tbe llabt 

of tbe PQl'll08•• qW.ta forolbl:T ond olearl:T etate4 b7 Sa~~ator 

PU-. It la 01U' ballet tbet to do otbel'W1 .. 1IOUl.4 (1) 1JipaU 

tbe d1gn1 t7 u4 reputaUoa ot tbe th1 ted States '111 til r .. paot to 

faltbtul obMI'ftDIIe of Ue 01121 le .. ; (8) oreate -h SJ'MtC' 

41tt1ou1Uea 1n 1nterpretat1on of the lew oaoe a olaar-out 

l1aa ot pollOf wu abond-; on4 (S) SJ'Mtl:T l.nore .... tba 

litellbood ot oontroTer"7 with other nationa on account ot 

loeeea b7 A=erioaa c1tizaae. 

Six quuUona ••re asked at t he NoTember 30th cootar..,oe , 

to t.ll ot ntoh the onnen by Senator PU-.., b7 tha Departaent 

ot Just1oe and b7 tho Tl'eaelll'7 Deport~>ant are "No". '!)'p1oal 

qu••'tio~ ~ the .. : 

~ sooda oou1SJI8d and •STbillod to a belligerent be 

oS%1ll._ed b7 on AMrioan ohlp to a neutral pOrt not 1n a ocabat 

are~a thore unloaded u4 trana-ohippad?• This 1a tbo lilb&D­

probl-. Tbo French OoTBruant contracted 1n the 1Jn1 ted States 

tor merohsndioa to be dal1Tered to a n.nch port (llaraeillae). 

After tbe pa .. asa ot the Neutrallt7 AOt 1natruct1ona •are ch&Dged 

to cell tor the dal1nr7 ot t.be sood• 1D Bilbao, but 'llltbout a 

ch&Dga ill the ultt.ate OODI1gnM, nioh no t bo !'ranch QoT61'U1111lt• 

we aay tbet 1t on AJoericu aMp 1e t o ..,n tbe soocl.a they - be 

billed to a neutral oonaignea in Bilbao. 

"1ra7 sooda oona1gned and WSTt>illed to a bellJ.4erent be 

carried to a ""utral port to be there llllloeded and trau-ahippad 

'lllthout tranater of Utla?" Tbla io another aapaot ot tbe -

probl-. we aay tbet 1t tbo SOOda are oou1gned to a boll1sorent 

an AMrioon alo1p con • t Oai'I'J' tba, u4 1t a foreign aloip 1o to 

Oai'I'J' thea there ...t be transfer ot title. 

"1187 anu u4 .-iUon WSTt>Ulad and oono1jple4 to a 

nwtral ba oarried b)' an Aarioan Teuel to any beUigerent pOrt 

to be there unloaded and trana-ahlppad?" !'!Ue I.D'IOlTee tbe 

ahl~nt ot aeroplaDee and other llil1 tar]' auppli .. to Obllla Tia 

Ransoon. It pH-t• a..,.,. difficult.,... tbell tbe other .....,, 

wbloh ooald be haD4led b)' a •re cbellp i .n the tona ot bUllJic 

and oona~t. We do not ... - AIOOrican eblpe oan haD4le 

tble trattio Ulll••• a "87 ia found to unload 1t at a uutra1 pOrt. 
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All ot -. ..... aftl.'" ne - pzoll~ .. tlla' raiMI 
liT tu 'nut• ot t11a ~n ~ tile J'raft J.lM. De 
~ahl qae•tl• U 'lllarilwr 1' U t o lie 0111' poU07 w re.,.et 
ov on la .. , or to t1a4 eUppei'J' ~ to eft4e t-

• 

! 93 
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Decellber 7, 19~ 

Drew Peareon and Bob Allen were 1n toda7 to 41ecuu 
tbe1r colu.n of December &th (cop1 attached.) fbe7 
told the Seoretar7 the1 would wr1te a correct1cn. 
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OROUP MBB'fliO Deo-ber '1, lt3t. 
Ill~ •••• 

H,M, Jrl 

Ba.rrb : 

H.I!. Jr: 

... 
llro 
llro 
llro 
llr. 
Jlro 
llr. ... ... ... 
llr. ... ... 
lira 

Bau 
CoobNil 
Outon 
Pol., 
Barrle 
Bell 
CottoD 
J)Qtt'1el4 
'Illite 
Tbompacn 
Vifter 
R1etler 
Gra•e• 
nou 

(To llr, Herrle) Come up here and eee 1t you 
can• t change your luok, 

I lllce to be near the door . 

I just wan ted to eJq>laill eOIIle thing. I bad 
llr , C\1.rr1e come to the houae th1e mornillg at 
8 :30 because I was upset yesterday about a 
message trom h1m on this question ot depreci­
ation, and eo forth and eo on. It 1e perfectly 
true that be did go to ll.r. Foley during 'llq 

absence and th en Fole7 went to Mr. Henea, but 
I didn ' t know that Mr. CUrrie wae at111 con­
tinuillg hie interest 1n this question ot de­
prec1a t1on. Nobody told 1110 he waa continuing 
to work and therefore I had no wa7 ot knowing 
that he wae ooot11lu1ng to work, ao these 1110et-
1nga tmt I han bad with the Ba97 - well now, 
he wa.n 1 t invited in and .arioua meetings were 
held where be wasn ' t invited in, and no~ll7 
it the Prea1dent baa aoaebody wbo w.nta to 
intereat hilaaelt in aCDeth1ng tor the President, 
be atarta in en th1e l evel bore, in thie ro0111, 
and doean•t go down and work with people like 
K.adee , and ao forth . I aaked CUrrie, in tbe 
tuture whether I wae here or wllether I waan1 t 
bore , if there waa -•thing that be wanted 
tor the Preaideot , to e<ae and aae -· and that 
goea tor &n:Jbody 1n the White Bouee, eo that n 
have had thia at various u.-• over the l&at 
a1x :Jeara. 
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Foley: 

R. M. Jr: 

Foley: 

H. h! . Jr: 

Foley: 

H. Jl . Jr: 

B, K, Jrt 

Foley: 

- 2 -

We once had a renowned Jua t i oe of the SUpreme 
Court who wanted something on t&Jtae and he wae 
refe rred to me and got that strai ghtened out. 

It looked ae though the President was t17ing 
to check Up on the Trea8U17. Be never has and 
he never will as long ae I am hera, As I told 
Curri e , i t looked ae though he had to check up 
on what I am doing and when that day comes, I 
pack up, because I talco too many cbancea and 

lil2 

too many rieka for him that I can't have any 
doubt that he has an;y doubts . So Currie and I 
understand each o ther. He couldn' t understand 
yes terday why he waan 1 t asked to at tend tho 
meet i ngs here , I didn ' t even know he wa a sti ll 
working on that . I don't think you ( Foley) knew, 
i f I had asked you, that Kades had g iven him this 
memorandum. 

Yes , I did. 
looked a t i t 
right here, 

Be asked me i f i t was all right. I 
and i t was just f a ctual, Here i t is 
I would like t o have you look at it, 

No , I don't want to l ook a t i t now. 

There is no recOIII!Ilendation or suggestion, and what 
this does 1a support the position which you t ook 
yesterday. 

Vihen I went into th1a meeting, I didn't know about 
tbe memorandum and I was doing it just on a common 
sense basis. I migh t also get tho benefit of 
what lllr . Currie has . 

This was a memo from Kades to me , summarizing tho 
background. 

But I was doing it , ao to speak • • •• 

Ad libt You did all r i ght. 

You know, when you road the notes tor the first 
tlme ••• • 

By eart 
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H, lf,Jrl 

Whitu 

Harr1a1 

H,I!,Jrl 

Barrie I 

• 

- s -

Yea. Bat I d1dn 1t ann ba't'e &nJ notea. But 
UQ'WJ, Cllrr1o and I bad an hour. We under-

~03 

• ta.nd eacb other, but j ua t tor the banefi t or 
anybodJ, 1! there are &nJ raqueata tor material 
tor the President, I am goins to oonti nue tba 
policy I have alwa7e had, I want 1t to clear 
mJ deak juat the way we do 1 t wllan the Preaidct 
wanta aomethins and I go over 1117 .. 1t, Other 
depart..lta do it b7 other methode, but - the 
reaaon I have had to a tick to tbla waa becauao 
the Tre&&Ul'J waa in auch a mea a wbon the Presi­
dent put mo 1n here and I think one or the 
reaaona he did put me 1n waa juat becauae 1t 
waa 1n auch a mea a, but I am jua t tald.ng the 
t~ becauae I waa upaet JeaterdaJ on acoount -
I thought that Currb waa going to tell ua how 
to run Internal Revenue, but that waa not correct, 
I think it 1s eaaier tor everybodJ. He 1a calling 
over at 3130. It he wanta to do something, let 
him go to work an lfr, Ecliaon, 

Ia there anJth1ng lett or himT 

I doni t know. 

I heard you did a very marvelous ~ob J&aterday. 

I ahou.ld think the next time be come a be wouldn't 
bring 1n tbe manutactu.rer with hi:al. 

Can JOU (Harris) tell me, ao that I can tell tba 
bo:ra at 10:30, wb.y I aend telegrams one way, and 
eo forth, 

On that augar bua1neaaT 

Yea. 

Well , there 1a a me- here on tba wbole eubject. 
ActuallJ wbat happened was that the Department 
or Aar1culture e11pped u,p on a little techn1cal1t7 
on publication or notice and no Mtter what had 
happened to our telegrama , even though tbay had 
gone out that q.1ick, it wouldn't have changed the 
thing because the Department or Agl'1culture tailed 
to give publ i c not1 oa on thil change or cmty, but 
~eon can tell you about the telegruaa. It 
cloean't l ook aa aer1oua t'rolll our atandpo1nt u 
1t tint 414 • 
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Thomps on a 

Gas ton: 

Barrie ; 

Wh1te 1 

Caston! 

White: 

Harr1a: 

White; 

Barriaa 

204 

-. -
Yea, the tel eg1"8JJI 1a • rked •aovernaent Fac1lit1ea , • 
but aotuall:r i t went Weatem Union. The bead ot 
the telegraph offi ce 1e the one ~ who hae the 
reaponai bilit:r or determining bow the:r get there 
and he fownd that Government Facil i t ies weren't 
a vailable a t 8 a52 when t h ia telegram was received, 
eo he checked with Western Union and \Vestem Union 
sent it. It went aa a ni ght letter. The:J didn 't 
get it promptl;r tor that reason. 

The change of duti es waa decided on at the moment 
men the Department of Agriculture filed 1n the 
Federa~ Register. 

That a till doesn 1 t get over the point that on a 
telegram of that importance, I or saaeone sho~d 
have merked that "Urgent• , or it sho~d have gone 
as a straight one, not aa a n ight letter. 

Baail, was that importantY It didn ' t mtter when 
they received tho telegram because even if they 
received the t e legram the next day the payments 
wo~ have been made a t the time when the Department 
of Agriculture made publi c their letter. Therefore , 
I would not regard thia telegram as being of any 
unusual importance. It didn ' t ma tter when it was 
received. 

We didn ' t know that they h ad tiled the fol'lllal 
notice. 

I am merely indicating that this 1a not a telegram 
upon 'llhich much depended. 

But it might have depended , Harry. It the Agri­
c~ture Deportment had done their end properl;r, 
then •••• 

No, llr. Barrie , I am sorry to disa gree with you, 
but I think that had they done their end properl:r 
then it wo~dn't have mattered when this telegre.m 
waa received because the law atatee that trom 
that moment on •••• 

That i s right , this waa reallJ only for the info:I'IDA~IIIIi 
t1on •••• 
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11h1te 1 A eol't or cont1~tioo. 

H, I!, Jr l In rtew or the fact that the bl- h on the 
other department , what I w~ld like :rou (Duffield) 
to do ie - will you tell the bo:ra if they aak me 
tm t :rou will be very glad to explain it to thea 
after the 1118et1ngt 

Duffield: I explained it to th811l once yeaterd.a;r, llr. Secre­
tary. 'l'hey llllly not have any questions about it, 

!!, Jt ,Jrl And I would just like :rou to call up Bob Allen 
and tell h1lll that 1t he had taken the trouble to 
cheek, he would have found that the telegram had 
not gone Coas t Guard but it went Western Union, 

'l'hite 1 Don't you think a letter ough t to go from the 
Department of Agriculture to hilllT I think that 
thing ought to be corrected in t he same column 
and I think 1t ought to originate not tran here 
but fran tbe Department or Agriculture, 

H, M, Jrl Why don't I have a little talk with Bob Allen, aa 
long aa we have caught hilll off base? Find out 
Whether Pearson or Allen wrote that story and say 
I would like to see him. 

Harris: I think you have onl:r partially caught h1lll off 
baee, because what be wrote was incorrect but 
JOU are going to transfer the blee from tbie 
department to Agri eul ture . 

B. Jt. J r: Wouldn 't that be runt 

Whi t e: Well, it isn't eo much an e r ror , but unless that 
th ing i s corrected in the aaae colWIIIl, one gate 
the impression that the Secretary 1a penny-wise 
and pound-foollsh. '!hey were trying to drive 
.1t and I think that oueht to be corrected and I 
think the Department of Agriculture has the 
responsibility of setting tb811l straight on it, 

Barr1a1 lly only thought waa, would it be nicer if the 
Secretal'J or Agriculture did it of his own accord? 

lihlte1 Ye1. 
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H.!A.Jra 

J)ut'fieldl 

White a 

H. K.Jra 

Bell i 

Klotz a 

Bell: 

B. II . Jra 

Belli 

H,!l , Jra 

Bella 

H, II, Jrl 

Bell: 

Gaston a 

B, !A,Jr: 

VOb1 to I 

B. li.Jra 

fOG 
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One or the other or the boya will be available 
at ••00 o ' clock, 

All right . 

Does the Secretary or Agriculture know about itt 

l'lho 1a going to do Social Securi t:r this mom1ngt 

I am, 

They are &lMady hera , aren't tba:Jf 

Yea. 

Do I receive tbemt 

You are chairman, 

Can I do l1q homework out loud 11h1le they are hera, 
like Frances Perkins doaat 

I will give you the background and aak :rou aoma 
policy questions , and ao forth , and I think George 
Baas ought to be here on the annual report . 

Are you going to ait in on thh on m:r Jmeet 

Have you got a button some placet 

llay I augges t that you did your ho:~~ework au 
months ago. 'l'hla was your scheme. 

Sverybod)' 1s so nice to me today. Bither they 
think I have a guilt y conaoience or somebod)' 
elM. 

Just giving you back some or the apples we got . 

I knew tbe:r were good, but I didn 1 t know they 
ware that good. 

Allan and Paaraon thia a f t amoon it they want 
to come over. I would Juat like to tall tbam. 
Wa do that about once a year. It doean 1 t do 
much good. 
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Du!"fielda 

H. ll . Jra 

Bell : 

H. Y. Jr: 

Bell: 

H. t! . Jr: 

Bell: 

H. M. Jr: 

Bell: 

S. ti. Jr: 

Bell: 

Gaston: 

- 7 -

Sure . 

Hera i s an interesting telegram. Does anybody 
see why I shouldn ' t give tbis out at l0: 30f 
This is from the Hollandale Rota~ Club, Hollan­
dale , Mi ssissippi. 

"Friends or Finland in Hollandale Rotarr Club 
wish to contri bute a dollar each to retirement 
of the Finnish War debt to the United States 
and would like to reco-end that other cities, 
bodies and friends do likewise immediately, that 
we migpt give Finland a Chri stmas present ot 
her debt paid in full." Twenty- six dollars. 

~bat are you going to do with it? 

What am I going to do with i t T How many of us 
a.re there beret 

Are you going to accept itt 

I will accept it and turn it over t o the Finnish 
Minister. 

I th1nk that 1s what you have to do. The Depart­
ment of State had a number or those cheeks for 
small amounts , one dollar or ten dollars. 

Any reason I snouldn ' t give that publicity? 

I see no reason why you shouldn't say that you 
have gotten it but what you are going to do with 
it, I think, might be •••• 

201 

;\ell , I will endorse it to the P1nn1sh llinlster. 

Either that or the State Department for disposition. 
I don't know whether anything was said on the radio 
last nignt, but a radio commentator was standing 
at L1 vesey' a desk when hi a secretary came in and 
aaid, •sere 1s another one of thoae Finnlah debts . • 

Two ot them called 1118 up , Al Wamer and Fulton Lewia 
and they were both embarrassed because they were 
getting telegrama and contributions to be turned 
over to the Secreta~ of the Treasury. I told 
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Belli 

H. K,Jr: 

Ylhl te: 

Sell: 

llhite : 

Viner: 

8 . 14. Jr: 

Fole:r: 

B. .M. Jra 

Fol e:r: 

Bell: 

White: 

Bell: 

Gaston: 

B,Jl,Jr: 

Belli 
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th- the)' bad better t1nd out aoae _,. to atop 
thlt J that he wouldn ' t ban autbor1t7 to receive 
themJ that tbe7 mould go to thl Pinna, 

I aee no objection to :rour aayi.ng thlt :rou have 
it and ei tber tum it over to the F1nn1ab ll1n1a­
ter or the Department or State tor dlepoaition. 

Tell me 11l1ch now. 

I abould tblnl< the Departmomt ot State, 

I m ould tblnl< it would 'be bandl.ed through the 
Department or State . 

You bad DO <lirect <leal1nga ot that ld.nd, Moreover, 
it seema to - it the tun4a ware aent to :rou tor 
a apecitic purpose, there might be some question 
or :rour turning over the check to the Finnish ll.1nie­
ter's ottice. 

Who will endorse the cbeokf 

I will endorse it. We won' t do it at 10 :30, Ed. 
Take it and talk to Hackworth about it, will :rouT 

Yea. 

Talk to Haclcwortb about it. 

I tblnl< that is the onl7 thing to do unleae :rou 
aand it back, 

We have some gi tta under willa to pa:r ott <lebte, 
one tor Prance and one tor Yugoslavia, I think , 
but '"' t oolt those up through tha State and the 
legations here before we applied them. 

How lllUcb was tba t one on Francet 

'l'ha t waa a thousand dollars . 

That ia dittarent. 

Would :rou like to handle thia, r ather than Edf 

Ob no, that ia all rigllt. 
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H. M. Jra 

Sell : 

B. Y. Jr: 

Graves: 

H. :i. J r : 

Oraves : 

H. li! . Jr: 

Graves: 

B. Y.Jr: 

Graves: 

H .~ .Jr: 

Foley: 
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I think you bad better take 1t up with Baclcworth. 

Well , as a gi ft tor t hat Government, it i a some­
what along the same l.ine. 

\\'bat a re you going to do with Nellie Ta:r loe Roaa 1 

boy friend up in New Yorkf 

llr. Foley 
control. 
posted as 

and I think that s i t uation 1a un:ler 
The office there i s going to keep ua 
to . .. . 

I don 1 t agree wi tb you. I am sorry, ll&rold. I 
don It want to wait on them. I am go 1ng to direct 
you now to communicate with Nellie Tayloo Rosa 
and tell her to lnform us that t ha t man h con­
duct ing h is office properly and i f be ia con ­
ducting himself properly. I am not going to n it 
for a Grand Jury investigation. 

As we aa:r in tha t memorandum, there ia grave doubt 
a bout his qualifications tor his j ob. 

'rben it 1a up t o you and llellle Tayloe Ross to 
aee whether Vra. Rosa can defend the man publi cly 
as to how be conducts his offi ce, and if she can ' t , 
b e goes out . I et1 not going to nit tor any Grand 
Jury to force me t o do this t hing. 

I hD. ve t he opinion tha t it woul d not do for us to 
take any a cti on while that proceeding ie going on. 

I don ' t a gree with you. The fellow hasn't been 
conducting h ie o f f i ce properly. I t waa brought to 
m:r attention yesterday. I said to Nell i e Tayloe 
Roaa , "It this man isn 1 t conducting hie office 
right, suspend him.• 

There ie no impropri ety in his conduct of t!JD.t 
offi ce , aa near aa we can tell. 

It he onl:r goes there one hour a d&J, it 1a a bad 
exalllple to all the rest of them. 

What Harold means , I think, Mr. Secreta r:r, 1a that 
i f you had t h o transcript before the Orand Jury 
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B, II,Jrl 

Poley: 

Graves: 

Ora veal 

B. ll.Jra 

Oraveu 

B. II,Jrl 

Poley a 

fi,II, J rl 

Oaatonl 

White a 

B.II.Jra 
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that tbe7 are going to aend to you tbrousb the 
Departllet or Juetl~, then you will han 
a0111eth1ng on w'h1.ch to l».ae your action, wbereaa 
now you .. rely have 1ntoration g1ven ue 1n 
oonti dance bJ the Vnited Stat .. At torney 'IIIlo 
baa been 1n tbe Orand Jury ro0111, and he baa no 
right to give ua that 1ntonaat1on aa to 'llbat 
that man 1a saying, because that 1a secret. 

Do you need the lllinutea or the Grand Jury to 
lcnow whether the fellow is or ian' t oonduct1JI8 
hie office right! 

Tbat ia aometh1JI8 alae. 

Tbat, of course, ia true. We don' t need - but 

"10 ~-

I waa just queation1JI8 the adv1aab1lity or tak1J18 
any administrative action with such a long atandiJ18 
a1tuat1on. It baa gene on since the first or 
January , 1935, juat because we happened to have 
d1acovered in a more or leas confidential way 
aome facts about this man. 

I will direct you to direct llra. Ros a to start 
an independent investigation on our own. 

I will be glad to. 

A Treasury investigation aa to how this man ia 
conducting h ie office. Bow about that? 

Tbat 1a all right. 

O. lt., lldT 

Yea. 

We are talking about Solomon, the Director of th,..., 
111nt. Be ian•t living up to hie name. 

Not enough wiveaf 

The evidence ia to the contrary. 

Herbert 1a good. 

Wbo alae has got an;rth1118 not too aer.l.ouaT 
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Klotz a 

B.M.Jr: 

Barris a 

B. III . Jrz 

Bell: 

"h1te: 

Barri s : 

H. r.t . Jr: 

Cotten: 

!l. li . Jr: 

Graves : 

B. M. Jr: 

Whi te : 

H. li . Jr; 

- ll -

Do you want. to accept thh memorancS-t 

No, let Mr. Oravea write 1t over again. 
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Last night .at llzOO o'clock there na a place 
on the radio aoaaewba t on tbe linea ot mat ,-ou 
and I were tallrlng 1n. Mr. Joe Xanned7 had 
just arrl. ved trom Europa and he had in h1a h ip 
pocket a complete memorandum on tba aolution 
of the American Merchant Marine problem 'llhich 
he bad alread7 clearac1 w1tb the Britiab and 
bad their full approval and be was going to 
bring 1t here toda7. Quite int areat1ng. 

Yea , you forecast t hat. 

Too hot for cables . 

Is 1 t all right with the British , Bas1lt 

They would have to l ook a t 1t firet . 

Did you fix up llr. Trapbagant 

Yea~ 

Everybod:J alae bapp7f 

I heve one thing. There 1a a matter I would 
like to bring to ,-our attention. We bad our 
hear ings yesterday on the budge t estimate tor 
Procurement. I th1nk I ahould sometime during 
this week have a few minutes t o tell :JOU about 
tbat . 

Tomorrow. llanana. Wha t 1a tbat aong , "Down 
llexico 'llay"t 

Do you wa.nt to take a taw minutes to go over 
the Rusa1an export a1tuat1on which we now 
bave the t1gurea tort 

Yes , manana. 

{To lira. Klotz) I want to give Harold halt an 
hour and Mr. Wh1 te, t omorrow some time. 01va 
Harold 15 minutes and White fifteen minutea. 
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Barrie a 

B, li, Jra 

Barrie: 

H,M.Jra 

Harris : 

B .~ . Jr: 

Klotz : 

B. K. Jr: 

Harris : 

S . ll . Jr: 
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'l'bat TiJuana buainaea Juat amounted to nothing. 

I haven 1 t dona 187 -il thia weelt, 

Only aevan out of tba t wenty- five papers even 
bothered to carrJ it out there. 

There ia a t al low coming in, one of your agen t s, 
a t around lOaOO o ' clock, somebody rrom Uexico 
who asked to see me. Do you know about that! 

If 1t 1s the man I know, he is a terrific talker. 

Tell you whAt let ' s do. Supposing you , 1f you 
don't mind - I said I would see him at 10:00. 
Supposing you bring him 1n about 10120. ~~t 

is the gentleman 's namef 

Sutcliffe . 

Would you bring him 1n this morning about 10120 
and then I will talk to h im, as long as he 1a 
one of your boys . 

He wi ll be all set to tell you his lite hi story, 

Well, I wlll tell him mine. 
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H.M.Jr: Hello 

Deoember 7, 1939 . 
10:18 . . .. . 
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Operator: Beoretary Vallaoe. 
Beoy. 

Oo ahead. 

Wallace: Hello . 

H.M.Jr: 

If: 

H. 'I. Jr: 

Y: 

H. tJ . J r: 

\f: 

R. l-t. J:-: 

W: 

H. H.Jr: 

W: 

H.M.Jr: 

W: 

H.li.Jr: 

W: 

H.M.Jr: 

W: 

H. H.Jr: 

Hello Henry. 

Got your note Henry. 

All right. 

Be delighted to meet with you. 

Uhhuh. Well, any time you say that ' s convenient to 
both or ue. 

Wonder how it'd be to meet Juat after Cabinet meeting 
tooorrov. 

That ' s all right with me. That •a &11 right. 

We 1ll Just sit downthere right after Cabinet meeting 
and find out What we•re UQ against. 

The only d1eadvantage or that is it t he subJect oomea 
up 1n Cabinet and the President a&kl whether we got 

together we• 11 both have to say no. I was trying t o 
aYoid that. 

Yea . Well , we'd have a pretty good alibi, say that, 
!rankly - you see I just got back laet night and 
it's an awfully tight schedule tor me today. 

Well that•e all right. 

And I have t o go up before the Appropriatione Comaittee 
tomorrow morning and it make• it sort ot tight. 

Well we can try it then, and it that ien•t time enough 
we can do it eome other time. 

Or we could -

That • s all right. 

I tell you I oould get over - get over early tomorrow 
in the Cabinet room eay about one-thirty. 

But I oan't do it-
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V: 

H.M.Jr: 

W: 

H.!I. Jr: 

V: 

W: 

H .~· . Jr: 

W: 

H,!I.Jr: 

- 2 -

How1 a thaU 

I oan•t 4o 1t then. 

Oould -

It•e all right , I -

214 

I oould - ve oould make - no I gueas 1t • e Juet about 
the only time ve oould do 1t would be at one-thirty 
after Oabinet tomorrow beoauee ve•Ye got th1e - just 
booked up aol1d. 

Well, let'• 4o 1t after Oab1net then. 

Yee. 

o.x. 
Fine. 

Goodbye . 
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TREASURY DEPARTMENT 

\e lr:iD~ tNil•Uh4 to \be ..,_r1.., .uoa..e...sor at hrle iM 

aitaclle4 _....,_ ot .acc-eUou, 'lllloll 1i h llope4 - oon­

oti"'IItbelT a .. ht ill the coat l.D'OJ.Dc 4nelop8tat ot a .,..,_ ot 

• reporUac to FO'ri4e Wo.-Uon 41reoU7 perUant to the 

Sta\111aaUoa J\aa4 ot \be ~a&IVT Departaeat , without 1DT01~ 

1ac uaaa effort or am .. t1n ~aoa, 
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TREASURY DEPARTMENT 216 
WASHING'I'Otl 

!he followiDC ~et1ona ehould pidl the r111poneible officere of the 

.t.aeriCAA Iltbe.117 at Parh in ~ preparation of cablecraae for accout of 

tbe Stabill ... tioA hndJ 

l, Do not cable w~ atat•nte of cntral banke of Belciua, 

Switurland or ~ lletherlande, 'lh111 are all on ~ newe ticlmr, .t.e 

for Bank of hance atat•ente, .... uon onl7 anT outet...,di~~g lt•o which 

.......,t anal7eia and ....-..ld not be clear w1 tbollt 701lr uplanation, 

2. Do not report on oatiODal t1oancu , be.nldng, taxu and trade of 

az17 oountr7 other t~ hance Wlle11 theoe oubJecta ben aome direct 

beari~~g on hance, 

J, bl:hanp ratu and trende of aecur1t7 .-.rlmta are receiYed hare 

b7 o._rcial...,.. aerYice oarlier t~ 70111' cable-e. Subait onl7 

obllrYationo 1\l)On or interpretation of oigniticant IDO'fa••nh . 

4, 11th exnhanp control in force, daT to <1&7 ,iofo...-.tion on ratea 

and operation• bee-• le11 lJiporiut . Jollow all dl'flloPMnta care­

t1>117 and report tull7 b7 •11 dlcreu, r'CQle.Uona, at cetera, on 

foreign emhanp, but cable onl7 illportant tach ~diatel7 of interut 

aa polic;v •ttera or atfeoting .Laerioan intereeta 41reot17. 

5· Do not cable dloreee or recule.tione of onlT local illportanoe, 

6. 141toriala and pv.blic apeeobee on financial nbJech could be 

110re helpl1>ll7 dealt with in occatioul co~~prebenai'fl written reporh, 

7. In no_..tidential cal>lec:r-e en4MTor to ..t t reference to co..­

t14ential cabl1c;r11ae. !lab onl7 1114h refer...,• to earlier ••eec-• ae ~ 

ba abeolute!T neceaear7 to a clear uderetan41nc. 

8. !he .t.aerican Oonaul O.neral at Be. Ill 1a coTiriDC thoo :B,l , 8, 
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TREASURY DEPARTMENT 

INTER OI'I'ICIE COMMUNICATION 

1\.Y 
llr, 111\t...-.orth t elepbOJ>od • h'oa !lew York at 12120 nocm \oda.T, Be 

-· in the J'o4eral .a .. C'Ye llou>k and - · coiiiC \o lUDOh thoro. 

II>U...,..th ope~~\ 110ot ot 78-'erda.T meeU~~e .Aabaoaa4or Xe=oq arri.,... 
ing on tho,... Allor10111l Ollpper, Mter oonoultaUon with tho Allbaoea4or, 
who preterra4 the\ Butterworth r..Sn in New York antil 8unda.T, Butterworth 
ba4 4eoi4ed to take tho plane lea't'inc that daT rather than \_..ow, l'rida.T. 
llr, Xenneq 1o ooo1JIC llr. 11h11!1>aa thio afternoon, Butterworth hao ha4 no 
word that he 1o to bo prooont, I told hio that 1! ho did aUon4 tho MeU~~e 
we would lill:o to haft hio oontidential report t.hereon. 

!l'oda.T .llu.tterworth talked with lleooro. fthl.gbam and ()ittor4, who ohowed 
him oOM ot their oablograao om~>an&od with London, Butterworth pined the 
illjilreooion that theoe \WO MD are pt\ing 1fld up1 with tho 4elq and with 
the 41!tionl\7 in getting London \o _. up ito llind in ro.,..d to the 
aeourUT propoo1t1on. Butterworth recalled that betoro 'lllicl>aa and ()!.!ford 
left London anoral pooa1b111Uoo !or han4llng the ooour1Uoo had boon dl.o­
cu.oed. On ohipboard thooo t wo •n had ollllilata4 all pou1b111 Uoo except 
tho t ot noting, !!'he -•-ceo ohown Butterworth 110111d in41oato that tho 
London otticialo haft th•oolno not 70t dlooar4ed tho other alternatifto, 
auoh ao that ot optional Tooting, 

llltterworth •14 that lle11ro. 11h1cllaa and ()l.!tord wore entirely pl•oa4 
with tho reoopUon they han rocoind on the Amer10111l o14e, but aro 41•ppointod 
with their lack ot inotrw>Uono from London, and are porhopo a little anno;rod 
that tho •tt fl' 1o oUll 'QJIOOttlod when Allbao•4cr le=oq 1o arrirlJIC. 

I told Butterworth that bolDI ccnld bring him \o date on tho llaz1lt ot 
inglacd acconnt oituaUon, 'llhich I briefly ~••4. 

Butterworth .utod to know when he ohonld opoall: 111 th the s.orotar;r, a1noo 
tho letter bad asll:od that Butterworth comnmioato with h1a betCII'o loaTiiiC 
l!ew York. I .. paoo1JIC thio word on t o tho Soorotar:r, 'IIIlo oonld raach h1a at 
tho J'o4oral Janlt daring tho lnnoh hoar, or at tho laldort .Lotoria later, U 
Butterworth 4ooo not hoar tro• tho Beorotar:r toda.T, he will call 'Molt betoro 
leaTing If ow Y Cll'll:, 

I lot Jo.tterworth know tbat 110 110111d approTo hio trip to northern lnglan4 
to be -"'" at a conftniont U•, 
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TREASURY OEPARTMENT ~ 20 

IHTIEit OI"PlCK COMMUNICATION 

TO hora\azT llorpa\hll1 

,_ llr. Coollru 

I talloo4 1rT tala}lllou with Ill'. laoD at 10115 \1111 toruooa, lo otata4 

that a ca\lacru ba4 """ \ala rooalft<l troa \he - ot hcl""4 aokiAc the 

.ro6onl .looarn lallk ot hw York \o open \he •olal. accoua\ wbioh baa \loa 

W>4lr 41aoualon, an4 41alcaeU.AC tour 1A41Yi-le obo..., ol.p -wt thh 

acoOWI\. !ha .. ,_,,._ are llaaaro. Parrto , Oraulo7, llae, u4 Oo\oraa, 

J.q two - •teD. !118 ohoolt torao aro \&111C pr1Ah4, OD4 t\1 aooOIUlt h 

\al.oc opeaa4 •• of to4&7, !hot Jaolt ot J:acloa4 baa aatllor1ae4 tba WUal 

4epodt, \7 1ootnoUq a tranatar ot f!j , OOO, OOO troa th "0' J.ocOW1\ wUh 

thl h41ral. 

Ill'. ll>oa pr0111 .. 4 to oea4 .. a oopy ot thl Ul•C"Phlc iAotraoUoa aa4ar 

retoroDOo, I aolta411r, boa 1t \ hare •• &liT ... tllor1uUoa thlraiA \o -

the 4ota1la ot \he acCOW1t aftiloblo coat14antiall7 to tho Socrotar7. Bo ro­

pUa4 neJIOUYOl7, an4 roe&llo4 that 1A \ho .. eu.., hll4 111 \he Sacro\uT'o 

ottice on October 1~, wbioh •• attea414 b7 IIeure. Barriaoa 1114 boa .. OIIC 

o thare , 1\ ba4 bam acree4 \hot the Sac>rotarr IIOIA14 take care of thl aaco­

UaUJ14 tor thlo prlrtl.,.. I tol4 bolao tbat thle prortao ba4 \lea 1acl1>414 

!n the pneral plll1 wbioh 111 ba4 ouba1Ua4 t o Piu111t 1114 ba4 &leo cabla4 to 

011r J.abaeoa4Ar in Londoa. l'I>Mharaoro, on Oo\o\or JO Pinoant ba4 41U nro4 

to uo a aaooap troa thl Ohll1cellor ot tho Smhaqur, thl oponiJIC ~h 

wberoot raa4o 1 

1rhl Obanoollor ot thl :hobaqur wlobeo to ooa:YI7 \o llr. llor1111tbaol 

hle poreoa&l th8Db tor hl e a4rtoo an4 aaohtanco, u4 to eq tba\ ba 

roa41ly aooepto tho propoaal to open a opeoi&l accoaat with the .ro6onl 

.leeene Jaolt ot hw York, an4 -••• tbat llr. llorccthll1 ob.aW.4 peraon&lly • 

an4 ooat14eaU&lly ban .., .... to u. • 

lben Ocnraor lliarrhoa •• 1a thl 'l'r•Rr7 laot lat11rda7 an4 I aa4a&Tora4 

to toprooe upon At. the urp1107 ot cettiiiC the aocouat •tt•r .. \tlo4, the 

queeuon ot aoe111 t o the aooouat bJ the laoratarr aroeo. I roa4 \he a\oTa 

CIU0\14 aota troa tho .lrithh \o CloTaraor Jlarrtoon. I tol4 hla to &O ah•4 with 

hie bank \o loaDit ........,_,.to an4 tbat 1t tho olt-"11> •• rocet n4 1rT At. troa 

tho llll1lt ot JDclll14 414 DOt oontat n \he opeot&l prorteo , tba !ri&I'G'7 ~4 tab 

tho Mttar TIP etth&r throiiCb Ill'. Ptuoat or throiiCb ov l!lobaoq 1A Lon4oA. I 

R&Pat, tbaratoro, tba\ 'llben P1A1111t -• \aolt to aeMJIC\oa troa I ft York ba 

be aha"" a oow ot the iAetraoUoa troa \he - ot •cJo"' to tho .fa4aral .llearn 

IIMk. 11111. be aolta4 \o - tbat the ,...,....,. iAetraoUon h oeat troa Lodoa \o 

coaple\o the.........,_.,,, 

Ia aa.- \o an taqldrJ aa6o bJ tba lrtUeh ao \o llow papa\e oa ouh\an6-

I.Dc oontrach ehoalol. \a -4114, IDoD \ol4 • 'ba\ ba plll1aa4 \o replJ tba\ 

tho .. tt•o ohoul4 ..,,. be \ranatarra4 \o the ,.,. ao001llll. I acr•a4. 
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H.X. Jr1 
Captain 
Collins: 

H.!o!.Jr: 

C1 

Hello 

Good JDOm1ng Mr. Secretary. 

Hello Captain. 

December a, 19)9· 
9allo a.a. 

Juet tvo minutes ago, eir, I had a pbone troll 
Colonel Hynes 1n the War Departaent oonoem1ng the 
letter. 

H.!!.Jr: Yea. 

C: And he said that Mr. Johnson and Kr. !d1eon, I bel1e•e, 
were going to see the President about 1t, beoauee 
Mr. Johnson had a Board set up which has been tunot1on1ng 
perfectly for about three months. 

n .H.Jr: Yea. 

0: And he said presumably the President didn't know about 
that or be wouldn't have ordered the Board that we bad 

last night. So they're going to baYe 
a talk With him today. 

H.M.Jr: Well, the - Johnson and Ed1Son eaw me last night at the 
maeUng. 

C: Yee, sir. 

H. M.Jr: And they went right after me and they eaid the:r thought 
that this letter waa moat l1kel:r one ot theaa half-baked 
ora~:r 1deaa or MoRe:rnolde and Lauchl1n Currie. Hello -

C: Yet, air , 11aten1ng. 

R.~!.Jr: So I aa1d, 1 Wall 1t you don't 11ke 1t wh:r don't you ' 
tell the Vb1te House•. So he aa1d, 'Well do you know 
that we baYe a Board, ao forth and eo on•. So I ea.ld, 
'Look, gentlemen, 1t you don't like th1e thing, eee 
juat go to t he Vb1te Houae, don't bother me with it• . 

C: Yee, e1r. 

H.K.Jr: Yell ' Jobneon ea1d, •ve•ve got to oome over and eee :roa•. 
•well , I ea1d, 1 You oan eee .. any tiae you want to, 

I et1ll eay lt :rou don't like lt, the place to go to 
le the White Houee•. 

Operdor: Opera tor. 

B.M.Jr: Yee. Hello. 

0 : Be hung up, or elee he wae out ott. 
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I!.K.Jr: 

0: 

C: 

!-!.H.Jr: 

C: 

li.H.Jr: 

C: 

!I .H.Jr: 

C: 

!I.J~ .Jr: 

0: 

H.H.Jr: 

C: 

P..M.Jr: 

C: 

R.J.! .Jr: 

C: 

!l .H.Jr: 

0: 
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Make QP your a1nd. 

Yell I don't know, he'• not there. I'll ge' b1a baok 
tor you. Juat a minute. Go ahead, 

Hello. 

H'lllO . 

We were cut ott Mr. Secretary. 

Yea. What I'm just aaying 1a, juet keep calm, the 
President bad a month to th1nk thie tb1ng over, be d1d 
it and eo torth and eo on, and we know that bea1dee 
wanting to aee the Frenoh M1ea1on t here '• another 
thing 1n it, There• a aometh1ng the aatter With :rour 
w1re Collins. 

Yea, air , I'll have to have that oheoked. 

Yea. Well anyway t he taot t ha t the information ia all 
very amusing and -

Well t hat's just my attitude.entiraly. It'a moat 
amusing. I told you last night -

Johnson ia ti t to be tied. 

Yea. 

Oh he'a juat tit to be tied. So -

I hope his blood !)reeeure goa• to two hundred and 
e1xty. 

Ie that enought 

Well that'll atop hla anyhow. 

o.x. All right . 

All right, air. Thank you very muoh air. 

All rigbt. 

Goodbye. 
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Can GertaanJ Obtain Enough Oil t o Carr)" on the Warty 

Conoluaiona 

~30 

In tbe preparation or thia report, we have utlllf.ed eurve)'a 
prepar ed b7 Ar-r and NavJ Department•, aa well aa .aterial 
obtained from i ntervlewa with aever&l leading oil men. Data in 
• nY pertinent publ1oatlona baa alao been examined. Neverthe­
lesa, the absence of definite f actual aaterial on .. ny pointe 
bas made it neoeeearJ t o eesay evaluations concerning several 
or tbe .oat i .mportant factors. Such information as we beve -
which we believe to be at leaet aa comprehensive as 1e availAble 
to any Department ot the Government, or an)" private corporation 
warrante the f ollowing tentative oonoluaiona: 

1. Germany baa not achieved aelt-euttioienoy in oil. Her 
domeetic producti on provided about one-third ot her 
recent peaoe-ti.. coneumption, and the highest incr eased 
domestic pr oduction during the tiret 2 7eare ot war will 
not provide more than halt ot her minimum estimated war­
t i me requiremente. 

2. Ge rmany will have enough oil wi thln her own bordere 
from stoclta already on band and t rom her current produc­
tion - - to meet her requirement& tor from 9 to 15 months 
ot real warfare wi th the present belligerents, !!Cluding 
oil which ahe will be able t o i mport. 

J. Duri ng the second ye&r or real warfare, Gerlll&lly will be 
dependent upon the importation ot l a rge quantitiea or 
oil; she will have to obtain trom 20 to 50 million barrele 
during the next 2~ aontha to be able t o continue etteotive 
warfare during tbe aeoond 7ear. These figures are baaed on 
an eetiaated war- time consumption or not more than 80 
mill ion barrele, which ie 20 million barrels greater than 
the lowest estimate by reputable authorities and 250 million 
barrels auller than the highest estimate whi ch 1a quoted 
bJ reputable authorities. 

~. The onlJ aouroee t ro• which OermanJ can obtai n imports or 
that magnitude during thie war are Rumania and Russia, 
In the 7eare iaamediatel,J prior t o the war, Rumania has 
turniebed onlJ about 10 percent or Germany's laporte, and 
Ruee1a less than 1 percent. 

!7 Thla report waa prepared ofileriy b7 t . Taylor Oetran4er, Jr. , 
Divieion ot Monetary Reaearoh, TreaaurJ Depart .. nt . 
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5· Can Rumania and Ruaaia aupplJ Oeraan:r with tba oil abe 
needat Rumania will ban a large enough aiU'J)lua ot o1l 
production over oon~tion during the next 2 :rear• to 
eupplJ 0el'll&ll11 a war need a tor the aeoond ;rear ot war, 
1! aoet ot that .urplua goee to Geraan:r. {Ruaania' • 
export aurplue ie now between 30 and 35 million barrela, 
and atter a rear or ao1 it aigbt be inoreaeed to ae bigb 
as~ million barrela.) 

Ruaela exported onl,y about 7 a1ll1on barrell in 1931!, 
and ie ebipping lees tbia rear; it thie entire aaount 
went to Oeraan:r , it would not be ot great aaaiatanoe . 
Russia's oil production is about 5 tiaea greater than 
Rumania' 1, howeYer. It ooneuaption ie held 1n check, 
the elimination ot her tremendous oil waetage or an 
increase in her production might result in an increase 
ot Russian exports to at least 4o mill ion barrels, the 
total ot her exports i n 1932. 

6. Will Germanr be able t o obtain the Rumanian and Russian 
export eurplueeet 

Not 110re than one quarter ot Rumania 1 e exports have 
been going to German:r. Because ot 4llied ownereblp and 
control ot a large part ot the Rumanian oil tields, and 
because ot the protitable opportunltlee tor alternative 
sale ot her oil tor tree exchange, Germany can obtain 
the entire Rumanian export eurplus onlr it the Rumanian 
Government, either through tear or inclination, actlvelr 
cooperate• on the German aide . EYen with Rumania'• aotiYe 
cooperation, Geraanr cannot obtain Ruaanian oil unleaa 
Russia continues at leaat her present degree ot passiYe 
cooperation. Because ot geographic and 11111tarr etrateglo 
tactors, Ruaeia can, it ehe wishes, nt Oerman:r troa 
obtain Rumanian o1l. ot 

even 
eoaber tact. 

~31 

E•en it lhe obtains the political cooperation ot these 
two oountriea, tremendoua obstacles ot P&JHnt and 
traneportetion must be overcome betore Oermanr can obtain 
the required amounts ot oil trom them. Yet these obstaolee 
are not ineurmountable. 

7. Time is in Oeraan:r'e taYor -- 10 long aa Rueeian coopera­
t i on oontinuea . The longer war oontinuea, the aore likel,J 
it will be that Oerman:r can i ncrease her own doaeatio 
production eign1ticantl:r, deYelop adequate aeans ot trane­
portation t o t he Eaet, bring about an inoresee in Rumanian 
and Ruaeian oil export eurpluaee, and, it Rumania ia 
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reaal.altraAt, aa!!plew a nooe .. tlll 1nnaton of Chat 
aounti'J - of 001U'H, pro't'141q R11111a per•U• U, 
wh1ah 11 unl1bl.J'. 

S. 'l'hela aonalualODI w1ll. baft w be 8041f1e4 1t Oe1'111D7' 1 
war-UM requ1reMDh tor o11 are OOD114II'IIblJ' b1per 
ChaD SO 111111on barrell a ,.ar, 1t her 1Woka are 
11p1t1aaaUJ 1111 CbaJl JO 111111on b&rnll, or 1t her 
r et1ner1al are 4altl'OJa4 b7 .. r1al boabardaent; lD thell 
oa111, bar 4epeD4enoe upon 18p0l'tl woul4 arrlYa 1ar11er 
aD4 be OOrNIPOD41Dal7 IJ'Iater. It Oer.a1171 I 1t0ok1 are 
eiga1t1oaa'l' larser ChaD 6o 111llion barrel•, bar 
depeDdenoe upon i8p0rtl Will be aorreepon41nglJ 4ela7e4. 

9. The effort to preYent bar war-'1M o11 oon.uapt1on fro• 
r1e1ng w111 oonl1derab1J baD4i oap Oera&n7'• full and 
free uee of her b1ghl7-IIIOhaD1&ad war· lllablne ; abe •111 
haYe t o !lake oonetant adaptation of her m111tar7 1trate87 
t o her &Yallable o11 auppl1e e. 

l O.OeraanJ ebORld haYa aut~ai~nt aYlat i on gaeoll .ne t or 
1ntendn aerial warfare, but the pertorll&llae at her 
planee •111 not be up t o the etandard eet b7 t he A111e4 
planee. The new 100-ootane &Yi ation gaeol1ne, wb1ob 
tapro•e• airplane pertoraanae eo .. rkedlJ, w111 not be 
ae freelJ aYa1lable t or uee b7 Oer .. n7 1 1 a1r t or oe a1 
1t w1ll be t or uee b7 the A111ed alr t aroee. 

~32 
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