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In tlllt U20•a u ft -t trca depreuion to proapuity, pri'ftta inTaaillnt 

iDoreued b)" 6 to 8 bUlion dollva & JeiU'• Pri'ftte im .. tact h ot oourae 

eueutially the - u pri'ftte debt, Wif\eapre&4 pri'ftte in·,. .. ~t, or debt, 

doe• not ditter poeatly troa natiOil&l debt - pt tb&t often it 1e not paid 

b&ok. 1'he iDoreue iD prhate inTe~t (or debt) £&ft ue 1110re production 

and more jobe &Dd therefore 1110re OOU\IIIa" purahul.ng power. 

Since 1930 pri'ftte inTee1aeDt h&a been tar belaw nonal uc1 the federal 

r;Ot'ernment hal b&d to atep into the breaoh, In a capit&lietio aooiety lib 

ours, oapit&l t or inTeaU..nt .... t be eupplied or the wheels etop turninc• 

Either iDdirlduah 11.\ltt eupply it, or the r;onraullt 111.11t aupply it - or both. 

In the 1920'• it._. e upl?lied ohietly by prin.te eouroe tJ iD the l9~'e 

ehietly by r;oYC"DDICt. {See tabl .. l &Dd 2) 

Since 19~ federal iDdebted.Deu h&t been i ncr easing at an &Teras- ot 

about 2, 6 billion dollar• a year, '!'hit h leu than halt' of' the annual iD­

oreaeee iD priftte indebtedneu during the 1920' •• ud tor;ether with debt. of 

r;ovenment ar;coiu hu hardly been euttioi.,t to otf'eet the thrinkar;e iD 

priw.to debt •• 

J.. eubet&Dtial pArt ~ the inorea .. d federal debt has r;cme to repl&oe a 

16 billion dollar ehrinb&e iD priftte l onr;-tena debte eiDoe 111~. .Anotbu 

part b&s gcme to offset a 20 'billion dollar thrinbge iD biUilc loane. Add 

to&ether the pruent prin.te debt• am the federal debt ud you han .. t otal 

today sCIIIIInlb&t leu than in 19~. (See table 1) 

The r ee.l queetion about gonrnment debt it nat" h ow we are r;ol.ng to O&n7 

it, beoauae with l .,..r iDtereet rate• and a - u..- priw.te debt, the ~ 

ohar~;ea on both r;ovenact and prin.to debt iD 11138 ... re l4 percent l eu than 

iD 1930. ( See tables 3 , ~. and 6) Thete iDtereat ~t• took a t....m&t 

-ller there or the national inoome than iD 1930 ud a 111110h -ller thare 

than iD 1932, The real quu tion 1e how the federal £O"reMIIDent ay .. et ett­

tinly iDnot and ep.,d ror produotin and eoo i&l purpoue untU euoh t iloi u 

priw.te capital can carry it• t&ir share ot the t ooial load, now inoreued 

because ot the eDtirely different world outsi de of' the United etatoe and by 

the peroiotent un-.plO)'Wient preble within. trn-.pl071aeDt 1e the aouroe ot 

many or our internal ditf'icultiea, 

Anothe r quuti on with r o£ard to goverment iDTetteleDt or debt. 1e what 

the nation r;eta for tho11 exp.,dituru. !low do the t&nr;ible aDd aooial uaete ot 

£Overnmont compare with the net £0Tel'111Mnt debtt One attapt to ew.luate 

fe deral and other &overament aeset t (buildinr;l, roade, eto,) t hOWI aaaete ot 

Ot'er 70 billion dollar• at the end ot 1938 and a net debt ot 151 billion dollar•• 

(See table 6) 

We 11111st do eoae deep thinking i!Dedi&tel:r on the proper 'bl.lanoe bet...c 

£OTermotnt and priftte iDnttllctl and upcm - procluotin opportlmitiet tor 

eurplue tarur1 and dilpl&oed oity people, fM oreetion ot thlae opportuniti .. 

1e naw the sre&t te1t and tuk ot our demoorat i o t on11 ot r;onn..nt, and it• 

aoat ethotin pertonanoe at preect 11 the ri&ht ooabiDation ot both prin.te 

and publio inTenuut iD procluotiTe ettort and eooiall7 detir&ble eeniou. 
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Table I, OOfA*BEf ID!I, PUV.ut u.t-T11K ID!I, UD ldl LQUB 211 
UD DIIWUIB, U, I~ 1·1-1818 

(iilll-. Gl' mr. J 

LoaM total I 01'1184 teial. 
State total Priftte ..... ella- priftte • ClweJwut; 

O. S . On'- pocleral ..... Cloftnl- 111111- -w l~~~C-WI'Ill ..... 
.,_t &&•col•• u-1 ..t tena all aCJtift ancl bank 1 Jll'hate y y !I y built• y loaiLe 
(JIIDI SO) (Jiiili So) T.Tiiiii' (Deo. Si) (3\D SO) 

ro) 

23, 787 660 8,478 az,88ll u,eea 28,778 rr, u8 
I 
I UO,Ul 

22 ,711 710 11, 8115 ~.aM 111,100 27,7611 78,111111 I 1U,2N 
22,008 1, oea 10, 6118 a8,eea 611, 2116 80,287 a6,1121 I 1111", 1811 
20, 982 1,211 u , ea8 ~.au 80, ue ll, Ua 111, 806 I 126, 1150 
20 , 211 1,808 U , 880 116,1167 116,8118 N,'757 118,811 I U8, 11111 
19,aM 1, 8611 U , &M 116,707 811,861 aa, o6l 106,1112 I 1tO,IIlll 

I 
18, 251 1,7811 14,716 M,7T6 TII, Ut 17, 8U 1U,6TO I 16T,W 
17,518 1, 888 u , 81111 M,aaa 1 80,121 111,6112 1111,na I 1116,6118 
16,6811 1,1187 18, .,., H,ZN n ,zu 41,6~ Ut,S67 I 1611,1128./ 
16, 1122 1~en 17,.6 115,m 116,800 to,no 126,010 180,788 
16,620 1, 888 111,080 IT,tN aa,1n 115,211 118,1162 11515,807 
19,181 2,110 111, 110 t0,8Zl 80, lel 28, 080 108,282 I 168,801 

I 
22,168 1,171 11,817 ..... TII,15M 12,888 '"·* I lti, IM 
26,680 8, 716 18,821 62, 018 16,100 21·, 631 116, 711 I 167.781 
27,1166 10,1rr 18,m a&, TM 72,811 20,6111 111,280 • 180,066 
32,7154 ll,OM 111,21.2 81,0116 n,6lill zo,8sl e&, 2118 • ua,aaa 
56, 808 10,1167 111, 162 815,101 '10,116 12, 8118 n,oaa I 118,&16 
$8, 678 7,1181 18,1'10 85,718 '10, 000 21, 1150 111,1150 I la&,U8 

a,ou 11,100 ..,,110 et,aoo u,aoo to, TOO 
I 
I l&f, ll10./ 

lDter oat beu1J1c 4obt of ._ 1J, a ... , .. w _., P• 610, 1N7 bpart of U.o a.---.,. 
ot tbe freU111'7, ex• I" tat •ta fer 11111 _ ,.. 1abD tr. u. 8. l)oiS!art.aet of tbe 
TrtUlU')'o 
To tal -let of oatataD" IIC eo...ttioa -.lq or Jllortialq ....pt troa rocloral a­
taxoa ot the (1) ,.41rn.l J'UII Leu S:ptla.l (1) ,.cloral •- Loan.,.._, u4 Ulo 
(ll} ltoo118tr&..t:l• PillaDoo corponti• ao repo~ • p. tN ot the '-l b1110r~""'~~ 
of tho Soorot&J7 of U.o ~ fw lilT, _,. tbat data for llaB tr. u. a. 
Doi*J1aaDt of tho troaOOUT aa4 illolaolo 4obt ot tbo .. :q o,_to4 aseaoioa, C-'iV 
Credit Corpont101l uut rou ... l .. ti_l .. rtpco Aaaooiati•· 
IDolQdoo both loll& u4 ahort-tena 1 .. 11 .. , .a.-1 aoport of tiM aoONtaq of tho 
TrO&IIII)' tor :par Ollclocl ~ ao, liS?, P• '"· ozoeP' tat data tor llaB .... tr. 
O, 8 • Do~t of tho 'ti'Oalllll)'o 
tftal pr1ftte 1-c-tena 4obt a tbo u. a.1 1•1, 1110 ue 11114-1117 illolWil,. ..... 
Dop&Maoat of c-roo .. ts..tea, "La&-tona Dobto ill tbo u. a.,• lilT ucl l'llrft)' ot 
Cllrroat l!llol.zloaa, Janllal)' 11$11) oatiatoo m 1111!1 tr- " Priftte Loll&~ . ... Debt a 
0 • S •, • lat1-" IA.U.trial coato~o a-...a. loll otllor ~· J1r1or 1lo lila& baoo4 
0 11 llatiollal llldWitrial ccmto:rODM BeaN data <- aovoo) with UJ•t.lata b)' I.P'l­
ouli=al A4,3•t..t A*'n'•tr&t1ol1 to bri"'C 1ato avo t wiU. tbo »opart.eat ot 
~roo oorioa, 1111 la proltaiJie.rT ~o&r1oultval A4.1•11Mat Aa1niat...t1• ootiate 
Loal\1 &Del diaooata all a..t:lft bullte, c..,trollor of ean-• reporta (1118 11 Jli'0-
11abar,) • 

.&.u, Dhioi• of Propwa P'• ••n&• A&r10111111ral-IJidlaatdal lolati..,. loot:loa 
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table •• D1GDM11 m UttOUL UOC. PJI)IUCID DD D r= l'liW llllll, 1f ••• 1.1-111f ... 1--1-

IDar. I --------~------LOIO-fiiM Dllf-------------~ I State 
Jl&ti-.1. owr 1 Peder&l and 
111- ••• 1 (iDol. local 

• ll 7e&r 1 ac•ot••> !I Priw.te !Otal blillOil blilloa I 
idillCIIl I iililOD alliin atilt. dollara dollar• I dollua dollar• dollar• dollar~ 

1921 aa.e 0 U,lBT a,ue .a,eee 81,1&6 1822 SloT 11.1 aa,u1 11,8118 n,too M,&M 1928 1111.8 11.2 2S, 070 10, 688 66,1M M, IIOI 192. "·' 1'1,0 22, 218 11, 888 80,168 116, 001 1926 '1'1.1 U,6 21, '117 12, 880 M,et& ''·"' 11128 '18.8 26,9 2l~OU l8, 8M 811,881 l O.,HS 11127 '1'1,2 u.s 20, 0.0 1t,7S6 '16,168 lOII,Nl 11128 eo.8 2'1. 8 lll,lM 16,61111 80,111 116,00. 
Clallatbl total l .. .J 
11121-11128 imore&~l 6, 001 (.Dio) f,22a U,UII 88,8611 

Ratio ot -lathe iDO raa .. ill ill- tD illoreaa• ill lq•tera 
.. bt, . . .. to 1. 

11112 ~.1 0 21,2111 111, 880 80,1112 120,818 usa u.s ••• 26,68'1 111,817 '1&,8116 lll0,668 111M 60.8 10. & aa,zu 18,8211 .,.,aoo ue, aaa 1936 66,8 16.'7 87,822 18 ,11'72 12,881 1211,825 11138 86.2 26. 1 61,822. 111,212 n,•&ll 1a..ua 1MT n.11 11.8 .a,aao 111,162 70,8aa 1116,81f 11188 M.O 11,11 U , 686 111,170 70,000 lJI,TII 
111111 (! at,) 88. 15 18.6 U,lllO 111,200 1111,600 1118,110 -
c-latiw tetal 186.8 
11132· 111811 iDOrea•• -- 28, 8111 180(Deo) 10, 8112 (De~ 16, TII'T 

Ratio ot •••latift illoreue ill s.- to illoreaa• ill loac- tera 
debt, 8 , 80 te 1. 

Y 11121-11118, •t1oa1 ~trW CoDteraoe llaardJ 111az· 11168, Departlelllt at 
C-roe1 111111, J.Via1Wra1 A.S,.-...t .ltlri1Jiia1;"'ti.., ~tel • !/ IDohaclea baUI loa& aa4 ab~ s..-. 
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ta!»1• •• 

fwden1 I 
W:&GOf I 

o.bt'J/•rt!/~ ~~N •-' tateren 1 Debt en tateren 
" I 

I 

(hi.) (M.) • (POi.) 
I 

1t%1 D,TIT 1,010 ..... .. .,. 110 .... I u,m 1,610 .... 1i22 22,711 ... '-* . .... ... 4.117 y 12,1106 1,611 4.16 1923 22,008 m t.IU lO,IM "' 4,1f I 12,808 1,611 4.11 1924 ZO, i 81 8YY 4.110 11,111 Ill 4.17 I 12,811 1,«>8 4.81 1926 !0,211 810 4.101 11,810 811 4.118 I 11,041 1,611 . 4,18 
1i 28 111,184 ftl 4.otl 11,8414 Ill 

, 
4.118 I 11,0.. 1,618 ~.u 

I 
1i 2'7 11,281 YO I,NO u,m m 6.118 I 12, ... 1,1111 4.11 1928 l'f,all m l.eYY 11,889 n8 4.118 I 11,ou 1,an 4.!0 1929 18,8111 8IY I.H6 11,710 781 6.118 I 51,189 1,420 4.16 1950 111,922 808 1.107 17,9811 1118 4.111 §} ll,eoY 1,424 •• to li31 18,GIO 189 1,188 I 19,010 ea 4,11 I 11,1110 1,.SI 4.08 l i S2 U,lel 812 1.101 I 19,110 IY4 4.12 I ll,te1 1,5.a 4.02 

I I 
2%,1118 742 1.160 • U,ll17 .,. 6.150 t G,IYI 1,820 1.89 
28,410 N2 1,111 I 11,811 '" 4.41 ii 46,801 1,888 I.TI 
2'7 ·'" 

7111· 1.ne , 18,t72 ~ 4.19 41,117 1,11M 1.~ 
32,7118 8111 1.11111 t 19,111 1118 4,18 ~ 111,11111 1,8118 11.111 111,808 924 1.1182 t 19,161 797 4.18 "N,91111 1,721 1.11 1i38 18,1178 NT 1.1189 I 19,1'10 "' ( 4.18~ I 111,'1 .. 1,744 1.11 19S9(Bat. )l 9, 888 1,01T. 2.100 t 18,200 789 ( 4.18 t 119,0418 1,818 1.11 

:/ Inter.ot bevlJic 4eM (,_ lOth) lateraot. oa 'llbhh 11 a-pt tr• Fedenl ~ tax, 191'7 Alllnlal. a.pon ot the Beorete.r)' of the 'J.'reuv7, p. GO, ~ 11111 11 
tr• u. 11. ~ ot tJ. !reloft.l'7• !/ .a-mt pepb1e at ,_ 10th laterert rate, 1817 ·-•' llilport ot tJ. lleorete.r)' ot 
tlw rr.&nry, pp. lA .ct 44.1, eznpt 1118 la ~ u. 8. ~ ot the !reuUI")'. y ,_ 10th rate, 11117 • 1 a.port ot tJ. IIMrete.r)' ot tJ. !'reUWJ, pp. Sill .,4 
442, ezoept 1918 11 boa U, 1. ~ ot the !reUUI")'• 

~ Dl'btl of ltate Ulll 1ooal ,..,., 1 mt• ( • or alloat .JaDe lOth), iatereot oa 1ihiob 11 
e11.011pt t roa Federal s- taz, 1917 • •' hpclrt of t!w leorete.r)' of tho freuur7, 
p. 488, -·pt 11118 b ~ u. 8. ~·. rt ot ... treaftr7· y' ~ ot C " UM .tali•• (ott.. ,_,. laterpolat.ed) - p. 178 ~-t.ora 
Debt. 1A u. 8.,• tw 1811 D4 11110, ea4 J•WZ7 Ult lllr"fe7 ot · cw•-' ._illl•• 
t or 1111W7 1aol•1w. 
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fable • • PIIIVA'rB w•o-flllll DD OOVIRIIII:Bn DIH DD 
IftllUS! CBA.ROI81 11. 8.1 1921-lNS 

(iilliao dOllare) 

Prhate ~ 
!oteJ. OO't' It Ul4 

ao.-t prhate lot!i;~ toiii=te1'11 Iil&r-~ of I Iiiter- L& of I 
debt eat 1Dtereet I Debt !I eet illtereet Debt eet 

(POt. ) (Pot.) 
I 

1921 48. 682 2,770 15. 88 I 52, 2111 1,tl0 •.as I 80, 8915 t,180 
1922 151,200 2,978 15.81 I 52,604 1,4115 •·a• es,eot 4,1191 
1925 55,2l54 5,187 15.77 I 32,606 1,411 •.sa 87, 8to 4,598 
1924 80,158 &,471 15.77 I 52, 816 1,4.09 4.32 92,771 t , 880 
1925 84,8915 &,7215 15.14 I 33,041 1,416 •• 28 97,938 5,1to 
1928 69,881 4,011 5.715 I sa,ote 1,418 •• 28 102,1109 15,433 

1~27 75, 156 4,329 15. 78 I 32,988 1,395 4.. 23 I 108, 142 6, 724 
1928 80, 121 4,823 15.71 I Sl5,0l7 1,381 4..20 I 1ll5,ll58 8,010 
1929 8l5,224. 4,802 5.71 33,399 l,t20 4. 25 118,823 6, 222 
1930 84,500 4,882 6.78 33, 901 1, 424 4.20 118, 4.07 e,aoe 
1931 8l5,151 4,806 6.78 I 116,680 1,462 t.o8 I 118,711 8,257 
1932 80,192 4,80:1 6.74 I 38,t91 1,&48 ... 02 I U8,88l5 8,H9 

I 
1933 76,694 t ,au 6. '12 I t1,6715 1,820 3.89 I 117,289 15,9U 
1934 74, 300 4,188 15.811 I t&,:!Oa 1,886 a.n I 119,80:1 15,871 
1935 72,8l51 3,987 a.tT I 46,811 1,584 ll.to I 119, 448 15,671 
1936 71,4159 s,es8 5.ST I 15l,t88 1,8158 a.19 I W,tZT 15, 494 
1937 TO,llll5 s,ru 15.28 I 154,9156 l,T21 S.lll I 126,290 15,434 
1938 70,000 11,8'715 6.26 I 156,746 l , TU 5. ts I W,Tta 15, 419-
1939 89,500 a,8tt 15. 20 I 1511, 088 1,818 ,.11 I 126,1588 15,460 

]/ Date. ill t.ll oo1UIIDa tor tbe ,.. ..... 1922, 19&0 ad 1954-11157 illolu1Te are Dept.rt­
,..nt ot c ..... ...,. eatiaatea (u ot Deoeber Slet). Date tor ather yeara bu ed on 
e1tiln&tea oonteilled ill "LoDC-!•,.. Debte ill the 11. 8. , • 19117 end Surft7 ot Current 
Buaineu, Janu&rJ 19591 the eatiaate tvr 1921 waa to.ken tro• "Prin.te LoJIC-!.,.. 
Dabt 1n 11. s., • ktio~ hlltuatrial eonte..-e Board. 'l'lw Bational ~trial 
ContereDOe Bo&rd debt eetiaatea ill .Ul1CIIl do11e.ra &rei 1922, 60,8H1 lNO, 
86,7741 end 19st, T8,TIT. !/ Dabt ot Federal Ul4 ot atete Ul4 1ooal "''"....eta, 1Dtereat CD wbioh 1a .....,t 
fro• Federal t--...., liST • - · ' bport ot the 8eoreta1'7 ot tao. !,..._,., 
P• 488. For deia.ila OOIIIIWDJ..a.c illter .. t ob&rct.a Ul4 re.taa . .. fable Ul (CJO't'­
.... t Debt and Iatcreat Cbarcea, 11. s., 1921- 1958). 
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I~ 
oharp•• :r=.net 
pl'iwte loDe- ktioMl ebul:• .. 
1Jenla4 ' a• pwa•t et 
loft ~l/ 'itluO:Y atls--
rmtoi pea;& 
dollan dollar• 

1921 •• uo ..... '·'"' 1922 •.an 11 ,on ToTO 
1923 •••• M,IOl T.U 
1e2• •,aeo 11,110 Tole 
1e2a a,uo 11,680 T.OB 
1eza ··'" ,.,7116 T.ze 
1921 6,11• 71,1. T.68 
1928 1,010 TT,W '·" 1929 I,W '"'·~ T.81 
1930 8, 601 TI,MI ... , 
1931 I,Uf 11, 8011 10.11 
1932 e,ue ...... 12oM 
1eM e,eu .... u.eo 
193. e,an ·a.ua u.a. 
1936 a,an IT,IM e. ee 
1eM ..... u,eoe a • .a 
1937 a,u. n,ou 7.15 
1936 ~P) a,.u ,.000 , 

a.n 
1e3e eet) ••• I ,000 ...a.or J.'lo 

• 
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ta'bll e. fa&Sllb ""'"- u4 • 4•'bt' ot aU 'br&Dobla of lOW,_t 
('blllioM of 4oll~a) 

tuci'bl• ""'"' 
Iet Debt 

(Deotaber 11) (.1\me ao) 

1816 lo'T 
l UI Sol 
Ul'T To I 
UlB 11. 11 18 •• 
111111 az.~ so.-1 
18210 •• • 1 so. e 
1821 1111. 1 so.e 
U22 n .o 11.1 
111U se. s 11.1 
1112" 40. 1 u.o 
liiU "'·" 11 •• 
1.828 "·I 51. 2 
1827 "1. 11 11. 0 
1828 "1. 8 so. e 
1828 111. 2 11.1 
1810 sa. e n.• 
1811 aa. e 1111. 2 
111112 n .o n .o 
18511 58 •• 118.~ 

1811" eo.• <61. 8 

USII ea.• tll oT 

UM 1111.11 "1. 0 
18aT ee.• 110. 11 
1111111 (n.o) ao.a 

. c.atn.l nt.U..t1oal lloaH. 
use .. t s-.ta of tucnll uaet. liT .Acnoaltval .64.1~ 

AdeS nsatntioll 'baH4 OJl ....,. of poniou :rat.n• 

2!S 
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PI!Ol'OS.U. POll p!!RMlllft Sln'LDIIIft' 
01 !Ill DIIIllm DOLL&Il Dill! 

01 !Ill COU*JITAI WfBliiiii't 

1. !be propoll&l relatea to $45 .U.Uoa. JrlDoipal tace uount or 
d.i.rect obllpt.iou, i. •· tbe ~ uiUMd to be out.at.aMsnc 
ucluaha of repatri.ated 'bolld8 wbicll CleDIIDt be tndered tor 
a1nldQi twld purpoaN. It 1a ~ that the ~ 
anteed IIOl'tpp t.Dit debt Will be otberriaa ta1ca11 care of. 

2. !be $4S 111111ona ot old 'bonds Will beoOM an aqui'ftlaut face 
amount of 3S-7Ml' tara 'bonds, aatunoc 197S. 

) , Current interest at ~ tor the tint 15 7Ml'l and 4$ there­
attar. In addition to curraut iutarest, durinc the first 15 
7aus ~at 011 acOOWit of 11Dpa1d iutareat arraua accru.t 
Will be u.da at the rata ot 1~ on the cvreatl7 outst1111d' ac 
face UIOUIIt of 'bolld8, ruultinc ill an attactift 111tareat rata 
througbout the Uta ot the aatu-t ot 4 •• 

4. lo ailllr1llg tu.nd obllptiona ill the tirat 7Mr• !berattar 
each 7aar there Will be applied tor aillld.nc tu.nd purpoaN, 
b:r purchase ot boada on taadar or rad•ption, aliT sanae ill 
iutaraat onr tlw ux1•• amount required by ...,. ot illtaraat 
ill &liT prior 7Ml' aad, ill addition, the eol .. biall Gonrauat 
will agree to put the l"iacal .lgaut ill tu.nda to retire a aini­
aua or t600 tbouaand face uouut or bonda. In aliT ,...r ill 
llhicll the ftlu. ot Col.-bian aporta to the United States tell 
below the ..ou.nt ot .... bua ,...r agreed upon, tba obliption 
to put the liscal Acct ill tunda to retire t600 tM'Mm face 
~ ot 'boada 1loW.d be w.iftd, bat the ColoabiaD Gonzwt 
would garantM to r-7 the liacal Agaat a ~ or 12 ail­
llona aacll 7Mr tor aar'Fice or the boada, including •illld.nc 
tu.nd purpoe••. . 
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T.REASURY DEPARTJ.IENT 

Washi ngton 

FOR RELEASE, ~!ORNII\G !lEWSPAPERS, 
WednesdaY. February 14, 1940. 
2/13/40. 

Press Servi ce 
No . 20-21. 

Secretary of the Treasury t.!orgenthau announced today that 

218 

all outstanding 3- 3/8 percent Treaaury Bonds of 1940- 43 are called 

for r edemption on June 15, 1910. Approxim~tely $353,000 ,000 of 

these bonds are now out st anding. 

T~e Secretary indiont ed t hat it 13 prob~ble tha t prior to the 

r edempt i on date, holders of t hese bond s may be offered the 

pr1vile~a of exchanGing them for other intorost-bearing obligations 

of the United State s . 

Tho text of the for mal notice of cl'll i s to s follows: 
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T11R1E Alii> !BRD-IIOHftl PJ:RCI!'! !RIABURY 1011111 or 1940-43 

NOTICI or CALL J'O!l JIEDEMPTIOII 

To Holders o! 3- 3/8 percent Treasury Bonde o! 1940-43, and Othera 

concerned: 

1. Public notice is hereby given that all outstanding 3-3/8 

percent Treasury Bonds or 194o-43, dated July 16, 1928, are hereby 

called tor redemption on Juno 15, 1940, on which date interest on 

such bonds will cease , 

2. Full in!orr.lP.t ion regarding the pre sent ation and surrender 

of the bonds tor redemption under this call will be given in 

a Treasury Department ci1•culnr to be issued later. 

3. Holders or theso bonds may, in advance or the redemption 

date, be offered tho privilege or exchane ing all or any part or 

their called bonds tor other interest-bearing obligations or the 

United Stntes, in whi ch event publie notice will hereafter be 
• 

given. 

HENRY MORGENTHAU, JR., 
Secretary o! the Treasury. 

TREASURY DEPARTl!ENT 
Washington, February 14 , 1940. 

-ooo-
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Foreign Bondholder• Protective Council, Inc. 

Ninety Broad 4treet, New York 

February 7th 1940 

Dear !lr. Secreta17, 

This letter is to confirm~ conversati on by tele­

phone on Friday last with the Under-Secretary, Mr. Bell, 

1n which I informed him the Executive Committee of the 

Council had agreed to the temporary settlement for one 

year of the long-term direct obligations of the Republic 

of Colombia on the terms suggested by you at our meeting 

on Thursday, February let. 

220 

Our understanding of your suggestion for this temporary 

settlement is as follows : that the Republic of Colombia 

will , during 1940, a pply $1,750,000 to the ser>~ce of ita 

long- tero dollar obli gations (estimated to be outstanding at 

approximately ~5,000,000) ot wbich $1,~50,000 will be used 

to pay the C9Upons maturing in 1940 at ~ per cent and that 

the balance , ~400,000, will be used . to purchase these bonds 

in the open market for retirement and cancellation. 

It is understood that Doctor Turbay and myself will 

use every endeavor between now and February 15th to reach 

an agreement for settlement on a pemanent basis and 

fail ing to reach such agreement, publi c announcement of 

the temporary settlement will be made on February 15th. 

The Council h as aeked me to express to your their 

appreciation of the aaaiatance which rou have given me 
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thro\lSbOUt tb.eee negotiation• and t or 'lhich I a ·n17 grate­

ful to rou. 

To the Honorabl e • 

Sincerelr roura. 

/&tjc· Traphagen 

Jlelllber. 
Executive Committee. 

The Secret&l'J ot the Tre&S\U"f• 
Washington. D. c. 

• 

.. . . 
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PAJW'HRAQ OF 'tiUOIWI UCII§ 

rroa: United States Consul, Rugoon 

To: seoretal')' of state 

D&tel J'e'bruar7 8, 1~ 

J.lrore.ft .. ter1ale troa the United States estluted 

to be Talued at 600,000 American dollars and which are 

deat1ned for assellbl7 at the Can~ .t.lrcratt M&llUfactur-

1ng ColiJ>an:r plant at Lo1w1ng, Cb1na, arrl'Yed at Rangoon 

on the Norwegian eteaaer B1deT1n4, 'l'h18 11 the f1rd 

large sh1paent to be u.de under the contracts obtained 

b7 W. D. Pawle7 of Interoont1nent Corporation and b)' 

Patterson and Green-y froa the Chinese GoTernment, 

'fbeee contract. are l'8J)Orted to call tor tweln a1111on 

or 110re United States dollars worth of Curt1ea lrr1ght, 

VUl tee, R7&n, and Borth Aaer1can fighting, boab1Dg and 

training planes. 

-· -

... 

~ 
Oo:&a:IL8111 
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PAlW'HRAS!! OF TELEG!W! RECEIVED 

FROM: American Eabaeey, Part., J'rance 

DATE: February 9, 1940, 0 ~.m. 

NO. : 190 

FOR THE TREASURY FROM ll.ATTHEWS. 

Z28 

This morning I had a very confidential and an 

interesting conversation With Couve de HurT1lle. He opened 

up quite frankly in the course of the talk. He said that 

on ~ rough average, the war is oosting 500,000,000 francs 

da:ly - but this figure i s subJect of course to the weak­

nesses of any ouch est imates. At the start of the war t he 

short term floating debt was around 60,000,000,000 f rancs 

and had risen now to around 95,000,000, 000 - t he latter 

figure does not include t he 15,900,000;000 drawn on the 

authorized advance from t he Bank of France to the Govern­

ment, Under ebe circumstances, be said that the internal 

s ituation financially is as satisfactory as could be expected. 

The Government does not contemplate any long term loan 

for the near tuture. He said subscriptions to armament 

bonds are being received at a good rate, and said that 

they had even slightly exceeded the figure of 9,000,000,000 

for January whioh he had gi ven me - reference: telegram 

No. 49 of J anuar:r 10 trom the Embassy. He confirmed my 

guess that the signs seemed t o ind1oate early rationing, 

saying that the Government would put suob a system into 

effect soon as a means of keeping down consumption. 
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The gold reeervee or the Bank or France whioh ere car­

ried at the revaluation rat e tor November 1938 (in addition 

to the 10,000,000,000 trance sold in April end Jul7 19~9 

by the stabili zation tund) or 97, 267,000,000 have an 

actual value or llB, OOO,OOO, OOO ae 70u are aware. He eald 
a further amount ot 

tha~ the stabili zation t und also has/gold and f oreign 

exchange now ot 10,000,000 , 000. He expressed the hope that 

he would soon have a fairly good estimate of the foreign 

exchange holdings or Frenoh individuale and particularly 

of companies. He said he bel1eTed this tTould amount to 

about 100,000,000 dollars. However, as I have indicated, 

the inventory ot French holdings ot to r eign sec uri ties lrill 

in various ways be tar trom complete and he thinks t hat 

holdings -• dollar securities will be lees than the f oregoing 
figure . 

CouTe de Murville t old me, inoidentall7, that it ie 

hie guess that French holdings in the Netherlande, 

Switzerland and other tree ourrenoy areas outeidt the 

st er ling bloo are not very heavy or readily detlatable; 

he t hought, in t act , that the figure or ~.ooo,ooo,ooo trance 

aenti oned b7 Re7naud recently had no baeie ot r eal1t7 1! 

one included only relat i vely l1qu1d aesete. 

From OouTe de Murville I gathered that t he matter or 

requisitioning balanoee ot t ore1gn exchange, particularly 

the larger holdingl of J'rench 0DIIIpan181, ie being giTIIl 
lOIII 
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some consideration, though he indicated they do not yet 

contemplate imposing such measures with regard to t oreign 

securities. He said the Frenoh Government would have to 

~ove very s lowly on this, as he hae not seriously consi dered 

the extreme 1shynese• ot t he French investor and t he delicate 

~olitical question involved, in addition to the d1tticulty 

in ascertaining the real volume ot auoh holdings, at least 

ot those now physically located in France - tor 'llhi oh no 

declaration haa been requ.ired, as you know - and some ot 

those located abr oad - where no recognition has been taken 

ct the obligation to declare or place in a dossier wit h 

a bank in France. 
French 

He expected payments tor purchases by the/Government 

in the United States to go on t or a while at roughly the 

same r hythm, a monthly aver age ot about $45,000,000, but 

the trend would probably be in an upward direction. 

He t inds that French industry 1s gr aduall y becoming 

better organized, and exports continue to pick up. However, 

there is a serious handloap ln transportation dltticulties. 

He said the current negotiations with the British tor 

greater commer cial i nterchange are proceeding quite well, 

and he antioipatee that in a number ot important quot a• 

t here will be increases and tor other items the suppression 

ot quota restrictions. 

He aaid it was ot course •abeurd• that tha preae 

should 
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ehould ruaor u reoentlr that there would be an upward 

r eval uation ot t he pound and trano. He told 11e, 1n repl7 

to 111 1nqu1%'1, that the Allied author1 the nov are working 

on a plan tor rel~ng ex1•t1ng exob&nge reetr1ot1on• on 

( exohepget) and trano oo .. ero1al traneaot1one. 

END sio'nOHS OR TO FO'IJP., INOLUSIVK. 

HtlJU'HY. 
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PARAPHRASE OF SECTIONS Fill AND SIX, TELEGRAM NO. 190 

OF FEBRUARY 9, 1940 I"RRK PARIS. 

232 

The proposal ie to reduce to a minimum formalities for 

obtaining frano or sterling exchange respectively 

for commercial transactions . As you know, at l 'ast in 

theor.r these t ransactions have hi therto been t he same aa 

for transactions in doll ars or other free currencies. 

!low he said the idea wollld be to establish a system where 

sterling and franc exchange f or illlport payments would be 

made avai lable immediately; t hey would be subJect to some 

checkup and proof of the bona fides or the transactions 

afterwords - t hus delays and red tape would be eliminated. 

This was made possible, he said, by t he tact t hat t he two 

systems ot exchange control are ncnt sufficiently parallel 

and the financial accord between Great Britain and France 

sufficiently close to avoid any of the inoonvsniences or 

di sadvantages t hat might be expected ot herwise - in thie 

regard, please sse my telegram No. 9~ of January 19, and 

compare t he somewhat different views of our friend at 

the Bank or Franc•, at least as concerns any general waiTing 

ot f ormalities. The vs:r this first step is l·rorkad out 

will determine whether t here v111 be a similar relaxation 

on other (non-commercial) applications f or franc and 

s t erl ing exchange respectively later on. It ia expected 

t hat about February 19 or 20 the agreement v1ll be concluded. 

The 
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'l'he black aarltet rate 1D Parle for dollar baDJt 

notes 1s now at &0 l/2 (dollare offered) ; at one t1ae 

l ast autumn this rate had reaohed a high of 60 tranos. 

Reourrent rumors of dollar deTaluat1on oaueed the reoent 

drop froa around 5~. There 1s a Tery small Toluae. 

11fD SBOTIONS J'IVE AND SIX. 

XUBPHI • 

• 
Regraded Uclassified
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Stcrtt'lry of StatE 

Washington 

GRAY 

P'lr1s 

2.34 

DatEd February 9 , 1940 

Rtc'd 9 :10p. m. 

190, February 9 , 5 p . m. (S£CTION SEVEN) . 

ArticlE III of thE Exchange Control DEcrEE Lnw of 

Septemotr 9 , 1939 (~y trlttr~m No . 1894, SEptEmbEr 10, 

4 p . m. ) subjEct:~ t~ the ~uthorizat1on of the Bank of France: 

"All cessions, nEgotiati ons , ~nd other opEr::.t1ons rtl~ting 

to gold" ~nd prohi bits thE importation ~d Exportation of 

gold unless authorized by thE B'lnk (l.ly ttlEgr:>..'ll No . 1894 of 

Stpttmbtr 10, 1939, 4 p . m. ) . To prevent misunderstanding 

or fraudulent dealings on this point, a brief clarifying 

dtcrt£ publishEd i n thE JOURNAL OFFICIEL of t~ay complE­

ments thE sEcond paragraph of ArticlE No . III rEfErred to 

abov e by the following drfinitt sptcific'ltion: "~t 

solic it'ltion, hawking, or thE purchase or sale of gold ar t 

'llso prohi bited unl£ ss authorized by thE Bank of Fr:mc E" . 

Penal tiEs for violntiona 'lrt also incrt'ls td , 

Under a further decrEE publishEd today the following 

mcrch::mdist 1n g~vcrnmrnt warehouses and 1n thE proorss of 

unloading 1n th£ ports has bern added t~ the list of stocks, 

r'\w m'lttrial or products wb1ch m'ly bE insured 'lgainst war 

, risks 

• 
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RFP - 2- #190 1 FEbrU3ry 9, 5 p . m. (SECTION SEVEN) 

risks (dtspa tchts Nos . 5339 and 5944 of Novonbtr 21, 1939 

:~nd J :mu!l ry 18 , 1940) : cotton, s ilk, fhx, wool, hemp, 

jut£, ropr , ricr a nd its derivativEs, e nd manioc . 

ThE Ch:~mbEr which h na for some tim£ fElt th'l t thE 

GovernmEnt wc s not t:lldng 1 t sufflo itnt l y i nto i ts confl­

dtno£ is now sitting in secret ~eesion, prEsum~bly dis­

cussing certai n phas Es of the conduct of thE war. It is 

not b£11 EVEd hOt7 EVEr 1 in v1 EW Of D:lladiE r 1 S grE!lt popUl!lri ty 

throughout th£ country th~t any serious ~ttrmpt will bE madE 

to ovEr throv; thE Gov trni!E: nt. (END OF MESSAGE) 

1.\l.IRPHY 

NK : Et~B 
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l.AIAPBRAII or 'l'IU:CIIAX RIOIIYJi11 

naxs Aae1'1oaa lllllu17, RoM, Ital7 

DAR: Pebruar;r 9, 1940, e p.a. 

10. s 9:5 

Reference: Telegram lo. 78 of rebruarr 1, e p.a. 

tl'oa the bbael)'. 

In buaines a oirolea , the oiroular of the roreign lx­

ohaage Institute establishing a 20 percent preaiua 

in connection With Tarious foreign exchange traasaotione 

is considered to constitute to a Ter.r large degree a 

d1sgu1aed 11.ra deTaluatioll. There 11 alaoet no reference 

to the action in llevspapera. It is belieTed that the 

conspicuous lack of publ1o1t7 about thie oaa be attributed 

to a deaire on the part of GoTernaent offioiala not t o 

dieturb the oollfidelloe of the public aa long u the GoTern­

~~~ent ie oarr.rillS Oil a OaJ1Pa1gn for noating a llBY i11ue 

of 'rreaeur.r bonda. 

!he o1roular eatabl1ehea ae a general nora the 

prell1ua of 20 percent oil foreign exchange wb1oh 11 oalhed 

for lire, but there are oertaill exoeptione aellt1oaed, on 

'llh1oh poilltl the bnkl are tr,r1ag to ret clear 1JI41oat1ou. 

~ aboTe-aellUoaed 20 peroeat praiua, and tha 

oollo .. a1oa of the prni• oa exohanp reoein4 throqh 

the ~rtat1oa of a broad 11et of art1olee, repreeent 

1a 1arce aeuure tha .. aeaoe of 4naluat1oa aa regar41 

eDhaJise ooa1nc 1a11o the oouatr.r. 
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n ie olear that a eubetanUal approaoh to 41 taoto 

deYaluaUon w1.11 be iDYolYed it, u regal'de thl oppoe1te 

ola11 of traneaot1one, the GoYernment1 a intention il to 

appl7 the pna1- to thl lira pr1oe paid b7 Italian 

illportera ot goode tor exoh&Dp 'llh1oh the7 auet raait in 

p&TDent• to exporter• in toreicn oountriee. There ie 

ae ret not intoraation aYa11able regarding thl detail• 

ot the •r•t•• u it Will appl7 to import• into Italr. 

That the new aeuure oonat1tutee deYaluat1on under 

another name ie argued b7 bua1nee1DID 1n Ita17; ther 

expreee the hope that the United States GoYernaent Will 

look on the aeaeure ae auoh, and will not ooneider it to 

be an aot proYi41ng tor a bountr on exporte troa Ita17. 

PBD.J.DS. 

U.:LW 
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DEPARTMENT OF STAn: 

WASHINGTON 

reter to 
,616 Nat1onal/l• 

rebru&rJ 12, l9.a, 

!he 8eoretar1 ot State preeenta hie oomp11aenta 

to the Honorable the 8eoretary ot the Treaeurr and 

enoloaea one oop1 ot a paraphrase ot telegram no, 189, 

dated febru&r1 9, 1940, trom the Amer1oan Emba&Bf at 

Par1a, vtth reterenoe to purohaaee ot gold b1 the 

National Bank ot A!gh&n1atan. 

lnoloaure: 

rroa Par1a, no, 189, 
rebruarT 9, 1940. 

D:'IJ llil IS L .i " t!O 

• J. .. 

"18 ,.., 
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lABAPIIRAII or m 1'110 RI:Clli'fD 

J'BOil: .Aaerioaa labauJ, 1'ar1e 

IO.l 18g 

DA!Il rebruar7 9, 1940, • p.a. 

We had a oall todaf froa the Charge d 1Atfair11 of 

the Atgh•n~ etu Legation at 1'ar1e. He etatld that; in a 

telegram whloh he ha4 Juet reoeiTed froa the Kinieter 

for Foreign Affaire at ~abul he had been inetruoted to 

aake inquil'1 at th1a laba817 With rafarenoe to United 

8tatee formalitiae and regulation• ooTering eTentual 

gold purobaeee b7 the National Bank of Atgbanletan. 

The inqu1r7, Ielaa Beltk Hondoiar ~ eaid, ha4 DO 

relation to a proposal to bu7 a epeoifio •ount of 

gold at th1a t1me. V1ll 70u pleaee let ua haTe 'l'reu­

lll7' 1 oo-ent on the aatter! 

l 
1 

Jl 
1 ·o 

&AzD 

23.S 
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STRICTLY CONFIDEN ll~tL 240 
TREASURY DEPARTMENT 

INTII:R.OF1'1Cit COMMU NICA110N 

P'IIO" Mr. Cocbru 

.t.t 12:115 thb DOOil, ICn. nota te1ephou4 • that the SeoretAZT 4u!.re4 

that I lhow to SecretAZT of State llul1 a -or&ll4um which SecretAZT ICorpllthA 

reeeincl. froa Mr. Pllnb 7utel'dq. I YU to let Mr. llull lr:Dow that 

Kr. )(orpnthall ha4 aubaitte4 thh cl.oc"aMnt to the Pree14nt 7uterdq after­

noon, thet t he latter hll4 fOUild it eaUefaotorT, &4 that Seoretaz'7 ICorpntbml 

had then telephone4 Mr. Pllnb, at 3 P·•·, to the effect that it wa eath­

factorT for the Thitore t o oo• ahead.. When I tol4 Mre. nota that I wa 

not feaili&r with the 40CUMnt 1A quetion, ehe pTe the necue&rT intoraation 

t o 11111 Chalmoe7, 1lho i .n turn, ehowe4 • at 1:15 P•• · a trauoript of tb. 

SteretarT'• oonftreation with Mr. Pllnie &4 aleo p.Te • tb. or1c1Aal 4oo-Q.. 

eent , of which I wu to haTe a oop7 aa4e for h&41QC to Seoret&rT llull. 

I •• reoa1Te4 b7 Mr. llllll at 3t30 thh afhrnoon, u aoon ae he returned 

fro" cabinet meeU~~t;. I h&4e4 the cow which I ha4 -.de of the 4ocuaent u4 

pYe b.b the up1uai1on 4eeire4 b7 SeoretAZT XorpnthA. 

Regraded Uclassified
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FEDERAL LOAN AGENGY 

WASHINGTON 

februa%7 9, 191,0 

Dear Jlr. s.cr.Ua7• 

Your lett.r of tbe 7\h 1Dat., .olo.illg 

COJIT of the Cola.bi.eD JllhuNdor'• lett.r to 7CI'Il 

of febru&lT 6th, recei..-.d ud ootecl.. 

Pleue l et •• kDOw whc I ca be of 

lclllozUle .._,. llara-thiAl, lr. 
The 8ear.ta17 of the !r__,. 
~,D.C. 

-

Regraded Uclassified



lAJU.PIIIAU or m ... +v R&OUUD 

noM: .Aaer1oan Z.ba .. r, Jlenoo 01 tr, Jle:zioo 

DA'l'l: rebruarr 9, 1940, e p .a. 

10,1 ~ 

Yeeterda7 and todar the Bank ot Xenoo eold 

$2,000,000 ot dollar exchange ae a reeult ot reporte 

reoe1Ted b7 tele~h and 1n tbe preee regarding aot1on 

ot the Sub-r1nanoe Committee 1n the Senate 1n appro•1ng 

a meuure tor the euepene1on ot purohaeee ot ~er, 

242 

When the banlta oloeed todar there had been exoeed1ng1J 

etrong demand tor dollare, wh1oh demand wae on the 1noreaee. 

Bank ot Xeld.oo ott1o1ale ea1d ~t the e1tuat1on 

wae a very d1tt1oult one, but that unt11 the allrl'll ot 

the publlo beoaae quiet ther would go on eell1ng all 

the gold ther had to troa the aetalllo reeern ot the Bank 

eo ae to hold the rate ot e1x to one. Up to the present 

the publ1o hae not been aeklng tor e11Ter peeoe 1a exohaftge 

tor b1lle • 

.U the t1nano1al e1tuat1oa deTolne the lillbaeer rill 

adT1ee rou bf tele~ or b7 a1r aa1l. 

tiAlfm,l. 

ll:LIW Regraded Uclassified



TREASURY DEPARTMENT ~4 3 

INTER·OFFICE COMMUNICATION 

DAU l'e'bz-aar7 9, 194<> 

ro Secretary Uor gentban 

FROM l.!r. Coo bran CONFIDENTIAL 

The forelp e:mb&Jl&e market '08s idle t oday . Shor tzy after t he opening quota" 

uon of ).97"3/4, aterlbg eaaed to 3.97-1/2. Woderate co-rcial da•n4 t hen 

4eTeloped and mond t he rate up to 3. 915-1/4 1n the mid.....tternoon. It closed a t 

}.98-l/4. 

5alea of spot s terling b)' the four reporting banks totaled ~2,000, fr08 

tl:e follow in& sources 1 

By cocmercial concerns • ••• • •• ••• • ••• •• • ••••••••••• • 101, 000 

By for eign banks (Europe and Sout h .U.erica) . .. .... lo 1]1, 000 
Total •• • • • lo 272, 000 

Purcbaeea of apot sterling amo11nted to ioJ02,000, ae 1nd.1cated below: 

By commercial concerns •••••••••• •••••••••••• • •• ••• • 237,000 

By fore ign 'banks (Zurope) • • · •.••••••• • •• • ••••••••• ·' 65,000 
Total • •... io 302, 000 

The followi ng report ing banka sold cotton bills t ot&li n& ~.000 to the 

Br i tish Contr ol on t he basis of the official r a t e of 4.0~1/2: 

lo 16,000 b)' the Quarant)' Trust Co~:~pany 

5, 000 b)' t h e Cb& se II aU onal Bank 

.... ,.,4,.,,'iooo~ b,- the National c 1t y Bank 

' 25,000 Total 

The J'ederal Reaene Bank of lln York: reported tbat 1t receind a cable froa 

the Cor:uoonnalth Bank of J.uatralia, S)'dney , which atated that the British wool 

cont rol has now inatructed tbat all ta.ture aales contracts for aettl••ent 1n u.s.A. 

dollars ahould apecify e xchange at the Bank of England official bUlinc rate , 

London on !lew York. (fbe official bU1fog rate for dollaro 11 4.0)"1/2. ) !hie 

instruction m&)' haTe the effect of eli•1nating demand tor s terlinc t o the extent 

tbat wch wool contracts haTe been iDToiced 1n sterl1a& and Amer i can importero 

!lave obtained the r equired e:mhange 1n the uncontrolled arkete. 

!!'he other important currenciea cloaed aa f ollon : 

J'renoh franc a 
a.tilders 
Swiu franca 
Belgaa 
Caadian doll.Bra 

.0225-3/4 
·5319 
.~2-1/2 
.1683 
J-3/16'/t d.1aCO'QI1t 
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!bit r.ct.nl •.-rn :auk flf llow ton: pv+ "' JO,OOO 'M~ tor lM IMk 

ot LaMa. 

Yo p'lll'Oba .... U.. followtac _.,. of pU fl'lla U.. ·~ ..,_,• f1f u.. 
NDke i a410&WI 

NI),OOO,OOO fii'OII tile 1uk of lnUa 

2,250,000 fne tM luk et .. d .. 
!JI).OOO fn. u.. •ueaa1. luk of hlat• 

¥23.125.000 !e\&1 

!bit J.Unl Bt .. no :auk of llow Ton: roporW t.be followbc ahlpan\e of pl41 

571,000 froa 8wUaarlaa4, llhlppo4 'b7 U.. llfha •auollal 1uk \o \lol raurol 

.... no :auk of llow Tortt, for aaaoaat ot u.. B,I,S. !llo 41apoal\loa 

of \hla llhlpant h 'Uir:llallra at tlol pra .. a\ uao. 
353,000 fraa •cl•"" • llhlppo4 'b7 S...1 lfoa\ocV. &114 Ca. \a t.be llulaen !ru\ 

. CJ'If"V, ... Torll:. 
170, 000 fn. llfiharlaM., ahlppocl 'b7 tM ~ l.Unlo, Bora, to \lie •uo-.1 

· Ci \7 lloal<, ... Torlt, 
$ 1,0§li,ooo total 

!be l ao\ w o ab.l.pMah l hW a'bon will bo eolA \o \lol tJ, S, Anq or'tioe a\ llow 

Torlt, 

the S\a\e Dapart.a\ f ozwar&e4 \o •• oa'b1oa a\aUJIC \!Ia\ U.. fol l.oriac pl4 

ohipmn ta wo11l4 'bo Mdtla 

$10 ,1:}6,000 f roa 8wo4oa, ropraaoa\lac \hrao ahlpaaaata f or aao-\ of U.. ~ fill 

llfeUa. !lie 41apoaUioa of .aaoao ab.l.paaada 1a un - a\ tM pra-\ 

u ••• 
2,21!6,000 fii'OII Sri horlaM., llhlppod 'b7 tM lwiaa Buk Corpora \loa, lariob, \o Ua 

=~r::-::= Iow Toft: &401107 for aalo \o U.. U, I. MM7 or'tioe, 

$12,) 82,000 ! o\&1 

laoldiac all U.. 811.1paah 1111W a)on, U.. \o\&1 ftl• of pl4 OD I'WM \o 

the 1Ja1W 8\a\ea fraa forolp aOQil\rioa aa of tM aloao of lrulMaa ~' h 

$94,))7 ,000, tM 41apoa1Uoa of whlall h \a 'M aa fo1lonl 

t37 ,228,000 Uapoai \loa rrbn n a\ U.. pra_, Uaa. 

~.1186,000 \o 'M ~ 117 u.. r.un1 .... no 
luk of 1ft tam for .. ,_, flf 'lariau 

faratca -val boall:a. 

17,122,000 for aalo \o \!Ia tJ, s. Ilia' •' 1D '-1-. 

fw ~ to u.. tJ. s. Aa.., or'floo a' llow TOIL 

t.\&1 

!M tJ, I. ..-lftln' of u.. lt¢11,7 allnr f1111\a,1oa worD& a\ to 39·"'· oft 

.. , 3/16#. 

Ia Malta, \118 •o' Ull f.-H. f1DIIC priooa for ollnr wn \oa flllt lf¥, 
at 2l-l/\4 &Ill n-1/K ...... u~. • tJ. 1 • ..Uftloak _. JI.O,a& 31·511· 

CONFIDENTIAL 
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BaD41 ali4 BanU'• aJIIl ~ !Hanrr' • prlo .. for fore1p aUnr were •eo!ee•p4 

a\ }4-3/~ aJIIl 351 re•oUnl7• 
Ve MAe ei&bteea pu"chaMI of •1l'"r \o\al111C 2,J26,TOO _.,UDder \1111 

su••r Pu,rcba" J.ct. !b8 ~· of \hia a1lnr .,." u follow.: 

Jew production f rom fore1p oountn••••• • •• • •• ••• 
In .. ntor.r a11Ter••••• • ••••• ·•· • • •• • • • • • ••··· • • ••• 
Tre41ns ail••r•• · •·••• ••• • ••··· · ··· · · · · ·· · ··••• · · total •••• 

Olmo .. 

'1'be 
11

ewly pr odUCed allTir waa be~Q&!lt. f or forward dal1T11!'1 aad allnr 1n ~ o\her 
two categorlU waa f or dal1ftl'7 :rebrn.rr 13. 

Ve aleo pu.roha"d 200,000 oUJIC<Ia of e1lftr f ro• tbl Bank of Caned• UDder 

our reg1Uar monthlT acre••"'· 

CONFIDENTIAL 
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TREASURY DEPARTMENT 

WASHINGTON 

'ellnar7 • • leto. 

Rlf(ll.'l' J(ll BICUHllY IICIUJII!'IWh 

246 

Regraded Uclassified



rr•••• 
CAl 

• 

--',. --n• __ ... 
• s a • • • s a •••--•'•• _... .. tn••••••su• 

...__.._. •• IS 7 •sa .. -*-

•• 11 J 

a nrl • 

241 

Regraded Uclassified



TREASURY DEPA RTMENT 
~48 

INTER-QFF'ICE COMMUNIC:AT10N 

OATil Jebl'll&rf 9, 19JKl 

seoretar1 Korgenthau 

Kr. White 

The appended a .. orandua entitled, 1 8oTiet Gold Production 
and Gold Holdinge•, prepared b7 Kr. Brown ot thie etatt, bringe 
out the toll owing poi.nte: 

1. No ottioial tiguree ot so..-iet gold production han been g!Yen 
out since 192g, but eoae eoant 1 and unrel iable intoraation aa to 
the approxi11ate leTel ot output bae been giTen out trom time to 
time by SOTiet authoritiee. Since 1936 the intor~~ation baa been 
1ncrea81ngl1 inadequate. 

2. There ia no doubt that gold output inoreaeed eaoraouel1 during 
the yeara 1933-36. In 1936 i t waa probabl7 well onr $175 a1111on. 

3. Slnce ear11 ln 1937 the SoTlet gold llinlng lnduetr1 hae been 
eerioualr dlerwpted b7 repeated ohangee ln adllinlttratlTe pertonnel 
and production pollo1, eo that the rate ot produotlon in 1937 and 
1938 probablT dld not exceed that ot 1936. 

~. !be eetlaatea aade b7 tbe Aaerloan Legation, Rlga, LatTia, 
whlob are adopted b7 the Bureau ot the Klnt, are undoubtedlT the 
111oet oaretullT ooap1led ot all aTa1lable eaUaatu. !he Legation ' • 
eatLaate tor output in 1938 ie tl83 llillion, oo11pared wltb 
$186 aill ion ln 1936. No eetiaate tor 1939 hat been reoel Ted, 

5. All report• indloate that Rueeia hae Tatt gold retouroee, and 
it ie general lT belieTed that b7 reaeonablT good aanageaent the 
rate ot current output could be eubetantl allT inoreaaed. 

6. Inown gold exporte troa the U.s.s.R. tor the 1eare 1933-38 
uounted t o t506 •Ul lon, equal to oTer halt the eatiaated aine 
output tor thote 1ear e. 

1. The gold etook ot the U. s.s.R. le unknown. It is tairl1 
certaln that it ie les s than $1 billion, and probablf oloaer t o 
$500 llillion • 

.lt t achaent 
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TREASURY DEPARTMENT 

INTER O FI"'CE CONMUNI~ATION • 
DATa February 91 1940 

TO llr. ~te 

, lOOM P. S. Crown 

Subject: Soviet Gold Production and Gold Holdings 

Thore are no official figures of Soviet gold produ-:tion and no oreche 

e~ttrates are pol.leible, but the govemment hae .siven out 1101118 in!onoation. 

:<o ofrieial l.ltatietics of Soviet gold production eince the fheal year 

l 'l2?- 2S are available. However, certain inrormation has been given out b:r 

Stalin, the l chinistrators of tbe Gol d Trust, and b:r tbe Soviet preu, 

which ~rovides a semi-official but inexact bash for esti'!lates made b:r the 

AMerican Legation in Riga, La tvia. Why t ha Soviet Gove.,_nt gives out 

co, ; rl.lti ve data but does not publhh absol ute figures i s difficult to 

understand . 

(nne AID8rican, John Uttlepaee, probably 1m2!! the approxiaate level 

"r •oviet cold production, Littlepage w~nt to Russi a in Pebruary 1928 

t.? a~sht in developing the gold aining industry and r e:nainecl •mtil 

~U!:U·t 19)'7. He probably has had 1110re experience and more responsibi lity 

than any other foreigner in Soviet gold 111ining. He says that it • as 

Mee~·ar;; f or h1lll in his work to know figures of !'ovie t gold production, 

bu~ thinks it is not proper to reveal t hem so long a5 t he Sovie ~ Govem­

.,.en~ wi~hes to keep them secret - though he professel.l he does not under­

stand wh.v 'be government wants them kept Moret. !/) 

The semi-offieial bases of the American Legations (Latvia) est illlates 

are as follows t 

l. I ndex numbers (1927 = 100) and percentage figures, calculated 

on basie o! previous year ' s (or traction thereof) output, published at 

irregular intervals. (The uncertl.linty i nvolved in this procedure results 

from not knortng precisely t he figure uaed by the Sovie~ Goven~tDBnt for 

the calendar year 1927. Any error as t o output in the baae year would, 

of course , he cUI!Nl.atiw in calculati!li; production for- subsequent years 

~y this method.) 

2. A statement made by Stalin in on interview with Walter lluranty 

i n December 19)) that gold production in that Tear would be 1110re than 100 

:oillion gold rublae (about 2.7 million ounces). This estimate , when 

lowerod slightl7 to allow !or the f act that the N..nal returns in that 

year we:re less than the prel.iJoinary est imate used by stalin, coincides 

'lfith t he unofficial estimate based on index nuabera publiehed in the 

o 'ficial press. 

Y ~ee "Bunting Gold for Stalin" by John Littlepage, Saturdu !!!l!ing Poet, 

llllcft!ber 18, 19)7. 

;:49 
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3. StatneDta ...S. b)' S.rebro"'*l, u- cb1at ot tbe gold w1nh11 
industry tbat 

(a) So-rUt gold prodactiCD 1D 1933 ... larpr than either the 

United States• or Ceaada' a, winch accordinc to h1a ,..re 2. S 8Dd 2.7 

milli on ouocaa, reepecti w]¥. 

(b) Soviet &old pi'Oductioa 1D 1934 ... twice aa larp aa 1o 

1932. 

4. Statement b7 Lid-, then anietant chief of tbe BOld mm01 
industry 1 that the BOld output of 193S wae three t bea as large as that of 

19)0. 

5. A great deal of data (collected b)' the M8r1can Ellbaaey at Riga) 

relative to the productioa in various BOld w1n1ng areas, whi.ch data haw 

been used to check 8Dd renee ow~ eatiutas 15Uch as tbose pftn abow. 

~g1.nning 1D 1937, t ba BOld -'"'ng induatl')' was seriou~ disrupted 

by successive purges end changes in adllinistratiw policy, end intormation, 

l'Ucb as tbat &iwn above tor tbe )'aara 1927- )6, baa been increasin&ly 

scanty. lloraover, the eatiuta of tbe AMricen Legation tor 1938 1e 

based on very unreliable news reports of percentage increases or decreases 

in t ba BOld output of various districts in the N.rat three quarters ~ 

ot 1938, aa OOIIII&r8d to tba - period 1D 1937. 

Thus , the utiute of 512681000 ounces t or 1938 1e conjectural; no 

eetiute tor 1939 i s naUable. 

Testiaon;r of U.rican nc1 na, date relatiw to the nuaber of ..Sern 

gol d dredgee in operatioa and otblr equi..-t inatalled, reports of tba 

number ot MD a.pl.O)'ed 1o 10ld •'adQg, etc., capital credits allotted tba 

gold lllinine induatl')', and the -rou Soviet pre~a reports ot 1Dc~raa .. d 

output 1D variou 10ld -'nSQg c:tl.atricta twtbar indicate tbat. ploauetiCII 

in 1936 MT wall haft noeeded S llill1CD _ ... 

Little~, tor e:i.ple, whi.la adaitt~ t.bat t.bare baa been pwat 

inetriciency 8Dd wut.ct i.Dftn..nt., in81ata that. paat procresa baa been 

ude. Tba drec!c1Jig flaet, 1ltdoh 1o 1928 oonslat.ad of a tn actiqv.Uted 

dredges had been i.DoreaeMI to aboat 90 IIOdens 1114 ata&D dnclpa 1D 1.937. 

Sillli lerly 1o tba - of lode •'n4'11, tba i.Dt.rodactioa of alectrio s--r 

and II:Odem reeO'ftl')' •tbod• ap to 1937 •• ~rapid. 

250 
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Division of Uonetary 
Research 

The year 1936 marked the climax 0 1 a pheno1C81lsl increaae 1n 

~oviet gold production under the able direction of A. P. Serebrovski. 

Jn Janus ry 1937 be waa II'Ade Aasietant Col:lllisear of Heavy Induatry. 

:>hortly tberea.rter a crisis developed which resulted in his reaoval 

anJ a series of purges; reveraals in ad!llin1atrative policies further 

disru;:ted the industry. 

In an effort to fulfill quotas et least one state gold llining 

t rust falsified its returns by including in its figure of gold pro­

auced the estimated gold content of ores not yet treated. Instances 

n re found where llines bad been shipping ore with little or no g old 

content . Ore reduction plants in sooe cases were extracting only a 

srr~l f raction of the gold content of ores. ~inally complaints arose 

tht-t placer output (largely by independent prospectors) was inc reas­

in., at the expense of product ion by State enterprises . Also, cbargea 

of sabotage nre repeat edly 1111' e. A lnrge port of the unagin£; !)<-nlonnel 

of the gold mining truate and combines was arrested before the end of 

1, 37 md operations were further disrupted on this account. Production 

of private prospectors, ho..-ever, continued to increase. 

The new head of the gold min.ing industry , illchakov, announced the 

-:olic;r of developing state enterprises by taking over gold fields 

f ormerly exploited by private prospectors and t."Aid.ng aven private 

prospectors state employees. 1'his policy (the reversal of Serebronki' s) 

we.s wholly unsuccessful. and led finally to lolilchakov ' s removal and the 

£ppoint.-..ent of boehkov, woo called his iJil ediate predecessor a •wrecker" , 

"enemy of the people" etc. , just as lrilchakov had done before IdA. 

At the end of 1938, Serebrovsl<i ' s policy of assi sting printe 

prospectors waa readopted. The output of tt.ese prospector s (possibl1 

200, 000 persona) accounts for )0 to 1.0 percent of Soviet product ion. 

T 

best avai hble. 

The followia6 estimates of Soviet gold production ! or the yeare 

19J2-J8
1 

IDBde by the American Le&ation are the revised figures contained 

in the consular r eport of Aoril 221 1939· The esti.Mates published b:r 
the Bureau of the lo:int in its annual reports are the unrevised figuNa 

of tiM All!erican Legation cootained in previous consular reports • 

• 
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1932 

1933 

19)4 

19)5 

1936 

19)7 

19)8 

(SA tl_., t) 

I Do a. IAiat.iGD I 

I B1p, ktJila 
I I ~ I -- .... _ I Ia\ VJ M Ml911 

1,938 67,846 

2,662 93,171 

3,633 127,158 

4,547 159,146 

5,327 186,453 

5,359 186, 560 

Dh1111aa of JIJ ftc) .....,.. 

u. a. au-
of""' I clcall.an 

DIU C. •at 11'. =• 
1,938 

2,'1'00 

3,858 

4,784 

5,173 

5,358 

5,2361/ 183,257 (p) 5,236 

167,441 

l8l,055 

187, 564 

183,257 

if Prel1aina"1 Mtiaate buecl Oil 9 - U. 

T*a Mtiaatee JejW Mem a CI"Nt deal ot labor SA calliDc tbrou&b 

the Sorlet pr ... ror ... .,., referee• to 1DCINNM or cleoreu• SA the 

golcl pl'ocl11CtiOD or perticulaJ' clinricta, U ..U U ftr the COIIIIt"J U 

a whole, mel 1D pieciD& tbeH elate tocatber into u ooneieteDt a wbo1e 

u poasibla. Tba teet or cOD&~ bu lacl to the cl.s.cardiDC or -
travagut reporta wblob line beaD gt-.an cr • •• b7 other Ol'plliutiOD&, 

such u The BeDk or IBtemau-1 Sattl...ut8, the AMri.caD llaren ot 
lletal Statiatto. (a print. COiporatiOil) eel the UD1011 Corporation, Ltcl. 

of LaodoD, wbicb -b ,_.. Mtiaatee world colcl proclQotion. llo panGD 

or group of paraOD& bu u-1-' the an1hhla elate eo CIU'II~ u 

The Allleriec Lapt1011 at Riga, acapt Prof•eor Prokopo'fitcll ancl ~ 

1nquiz7 Nlatacl GDl) to the,..... 1927-32. 

fbi 1)Mrt ot SnJG sqld Prs$5''• it Rttitri 1'"1','• 
. 

bt t.u• a'lluit9c• acne tbat the lloftn One• Dt 11M -.ale 
nao- to ,...,.-. a tllrUiel' RbataDtial :1..11111..-e 1D ,..U Jll' t rt1aa. 

Littl.ep~p, wrJ.U.C D111 'lr 193'1 Rat.ecll • .... .111 U. pan,_. • 
two ·- -...,., illportat plz II cl.s.triota bpa bee clia-ecl .. IJ I Sd 

'llp b7 prDIIIII'Wu, .-1 I a. ,_..au7 of at. laut. t.lll 1arp 1-. ,.,_ ... ..... ..... 11- - 1lb1all ..... Nl7 ....... 
GDl) aw.it. oWrll 2 'l.• 

• 
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Di:ri.aioo ot lion~ 
R .. eareh 

The chief factors then which will detendzle whether Sorlet pro­

duction increuee vea 

(l) Whether the adldniatratore are 1Dtell1gent and autficientl;r 
free from the • tear of beina purged" to concentrate on gold minin&; 

(2) Whether the eyatem ot printe prospectin& introduced m d 

pro..oted under SerebrcmJki cooti.Dues. (Cootrar;r to beli ef outside 
ot the SoYiet Union, the reward.a of l ucky prospectors ve about u 

great aa ela ewhera 1D t he world. Prospectors ere paid in script valid 

at " gold stone• , where the ruble has very much greater purcbaa in& 
parer. 

\3) Whether the systea ot piece 110rk and ot •contract labor" 
i s continued . (The systeaa of contract labor repres ents an attempt 
to reduce the labor turnover. Sk11led workers are induced to sign 

two-year contracts b;r the prcllise of generous pay, liberal l ean and 
rest period.a, special educational advantages tor their children, sub­

sequent choice ot empl.,_.t in any part of Russia etc. lfethoda ot 
duress are, needless to 810', used to drafi much ot the unsk11led labor 
force ani probably some ek11led workers aa well) . 

The Soviets exported OYer halt t heir s old nrocuetion during the 

s ix nars 19))..38. 

Known gold experts from the U.s.s.R. 8.1110unted to ~506 llillion in 
the years 1933-38, and were sent to the ! ollowi.Dg eountriesa 

{In millJ.ooa ot dollars at ~35 an ounce) 

United Stat.g United Unsd.oa G!l'MJ\T Mil 

1933 68.0 68 

1934 .9 ss.o 86 

1935 18.1 .9 6.0 2S 

1936 ll.2 v ll 

1937 .s 200.0 v 200 

1938 us.s },/ ll6 

!I Geman:r c ... ect publiehi nc .f'1&ure8 alter April. 193'7. 
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Division of l!onlt ary 
Res earch 

Irutsmuch as the U.S . S. R. publiabes no figures rdathe to gold exoorte 

and many QOuntries did not reveal thei r imports by countries of orl.gin 

ror the entire period, it is quite possible that Soviet exports were 

c:msBerably in excess of ~506 million. 

In 1939, ~2 million of gold are known to have been s hipped from 

the U. S. S. R. }j, but additional unreported exports may have been made. 

The !J . S.S . R. •s gold reserve is unknown. It canuot exceed, l$1 bil­

lion. A good auess would be ¢500 million. 

The difference between mtilrated gold production and known &old 

exports in the years 1933-39 is ;.565 . This plus the gold reserve 88 

of Deeeniler 31, 1932, which was probably less than 4'400 million, pl aces 

e probable maximum estimate ot ~ biltion to present gol d holdings . 

I t is quit e likely that the gold r eserve on Decelli>er )1, 19)2 was very 

much 1 ess than , 400 :nillion and that exoorts were larger t han are re­

cor ded in the published L~ort statis tics of countr i es shown above. 

Also, .;old production may have been appreciably less thw e s timated 

abo,·e . Consequently, it is not unlikely ti!Bt the Soviet's gold r eserve 

i s less tha.n :;.500 million . 

The stated gol d r eserve of the State Bank of the U.s .S . R. on 

October 1 1 19) 5 was ~840 llillion. On April 1, 1936, this was cilanged 

to ~280 million y. It it be Msumed that this write-down was in part 

to restore sincerit y to the balance sheet , as t he United States Legation 

a t rdga suggests, then t he present gol:! reserve aght be ~3<1. million 

af ter adding tne excess of subsequent gold production over ,exoorts . 

It, on t he otner hand, the State Eank ac tually held ~40 million of 

l;Old on October 1, 1935, and if the r evaluation of Anril 1 , 1936 will! 

accoiiiOIII\ied by the establi shment of a reserve fund tor ..Uitary and 

e~r.eraency expenditures, t hen the .;old reserve may be considerably in 

excess of :<630 million. However, on the basia of es t imated e;old p.­

duct ion and r ecorded gol d l:lOVements the gold reserve 81! of Octobe.r 1, 

1935 could r.ot have been over .C.30 million. 

iJ United KinGdom imported 0>)) . 8 million in the first 8 months; later 

figures are not svailable. Our cables !rem t.er:uany state tbnt .,28 :oil­

lion ot sold was sent to Germany or through ilerms.ny to the Netherlands. 

Y The revaluation which accompanied the r eduction in reported physi ­

cal hol..:lings was obviously designed t o increase the note coverage fr<lil 

about 20 t o 25 percent, the gold reserve having fallen below the 25 per­

cent requirement. (Tne old valuation of gold was 1 gr&ID equals 1.29 

rubles; the valua tioo adopted in the statement of the State Bank on 

April 1, 1936 is 1 grru1 equals 5.6) rubles . ) 
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.&a re«lleaWd 1JI 'Tf'Yr lat.\er Jo. 228 ot hbrua17 6, 1940, t.o U.a 

seer•~ of \ba T1'M1NJ7, I bee to iotono JOil \bet. t.b. Seare\&r)' 

bu rec:a LYOid a let\er fl-oe llr. Tnpbapa, daWd hWiiuy 7, 1940, 

on bebalt of \be bec\lt1n eo-1\\ee ot \be hre1p .......,..,ldve 

Protaetin Co\lllcll , Iao., tlbiob aoatU.. \be dachion ot tb. CoW>oU 

to aeeapt n\llout rae.,...,.tio~ \be \aru ot \ba •cr-nt reecbad 

bet ... an ltr. Trapb•gau and yolll"nlt on ra~~ 1. 

Rart"l( d iec.aeea t l:a •'\tar • 1 \b \be 5eereta'7, I abould l U. to 

tU:a \ha oeeaa!oo to ea ll JOilr attent ion to two poi'Citl, 1ncl.udad 1a 

t.M ICOpe Of tM IITGMI IIt, abiob J OU did not l p&Cit1Call7 ... ntioa 

in JOur letter ot hbrua'7 6 a'bon ,...,.,Tad to -

(1) Should tllrtbar ooanraationa tall to reault ill a parM­

-t aattl-llt b.r h brua17 lS aDd , aceonl1ns l7, the 

t..-pora17 aa\\1- t ac;read to bee- oparatin, 1t U 

OUT undaratendJnc that J OUT GoYernwant will par oa.-b&lt 

\be l.llJN&l 1otareet a.,...cl to on t blt data and tba b&l.­

t.IICa at. t.ba aDd of \he &alllliQC ou 110n\ha. 

(2) It 11 alao our l&lld~ra\1\ndinc \bet, it • peTND&Dt .. tua­

caat oa 11110t be raocbad b.r h brua'7 l S, connraationa 1»­

t .. an 7<Nr ()o9eT'Dilent a Dd \ba Council wW eontimae with 

• rt .. to a\\eapt1QC to 1'&&011 a pei"MMMIt aat\~t -

,rebelldiQI bo\a \be diract. o!o.l.l.ar tlmdad da'bt ot tba 

Republic ot ColoabU and ot tbe Ooft!'!IMftt.-cuaruta<ld 

tlol.l.ar haded de bt. ot \lw .tcrioultural llortpga 8&Jik, 

I'ITIIit M to IX'P!'HI to )'OU our t.ppreciation t~t t.ba 11Dd&n~tend-

1nr tOJWQlatad in \be eontar&DCa ot h brua'7 l be~ r ·aiN.ltad 1J> t.M 

a,,.._, raaebad ba\W- )'OlJZ c;o,..~nt ead tbe CouecU, aDd our 

bope that. a ~t aatu-nt MT be a.rriYecl at aa rapld.lT aa 

pocd ble, 

("'. ::-· ~ 

Unt!ar SaoJ'Ot&>7 ot \he TrMIIII'f • 

Bla lao.U_,, 
llaoor Dr. Qabrial tvllq ••Hitlor ot Coloaotda 

1S10 tu "e\11 IVM\1 1. W • 
..a.tactoc, D. C. 

J'PC ,Jih BJ 2/8/40 

,. .... - _19 -

~ .. 
FIL: iO -·-------
CC~f TO'----------------
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§;~,. f& .~. ~""*• ~ .. ~ J-. 
..#'~ f£-1 Sf-( ..#'- ~ 

re 'bruar7 7th 1940 

Dear Jlr. SecretarT, 

!hia letter 1a to confira ~ 

eonnraation 111 telepbone on Friday l .. t with the Un­

del'-Seoreta.cy, llr. Bell, in which I 1ntol"ll8d h1a that 

the Executive Comaittee of the CouncU had agreed to 

the temporary settl-t- for one year ot the long-tera 

direct oblisations of the R8publ1c of Coloabia on the 

tel'lU augeeted b7 you at our aeetini on Thurlld&T, Febrn-

ary let. 

Oar underetanc!lns ot your eusse&-

tion tor thia teaporary aetu-t ie u t ollowaz that 

tba R8pQblic ot Coloabia will, diU'ini 1940, appl,y 

$1.,760, 000 to tha aerrlce ot ita long-tera dollar obliia­

tione (eetiaated to be outetandini at approxl.a&tely 

$45, 000, 000) ot which $1.1560,000 will be UMd to pay the 

coupon& •turins in 1940 at 5 per ctct ad that the bal­

ance, 1400,000, will be UMd to purch&H thaee baDde in 

tha op.o -.rltet tor re~t ad oanoellatiall. 

Pee ; 
'*M( "~I 
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Pan two 

It b underatood that Doctor Tur-

ba,y and 11\Y&all ri.ll use nery andenor between now and 

February 15th to reach an qreeaent for a.ttleaent on a 

permanent baais and falling to reach auch agreement, pub-

lie announcement of the teaporary aettlement will be 

made on Febru&rT 15th. 

The CouncU baa aalted me to express 

to you their appreciation of the aaaiatance w!U.cb yon 

bave giTen 118 throngbout these negotiations and for which 

I aa Tery grateful to you • 

ASincere~ yours, 

/. ~ -z: P' e- 7 ----~~ 
llember, 
Executive Collllittee. 

To the Honorable, 
The Secretary of the TreaSW7, 

Washington, D. c. 
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JR PLAIN 

London 

Dated February S , 1940 

Rtc 1<l 1:08 p . m. 

Secretary of State , 

Washington. 

346, February 9 . 

FQ~ T.lC:ASUfiY PaOil BUTTER:70:1Tr:. 

ThE late Edition of tht DAILY T:::LEG WH contains 

11 stop pl'tss note unt:tr \lew York uatc lint indicating 

that chtc!:s , drafts, bills of cxchan~;c and other 

258 

docur.tmts including dividEnd checks to forEign share­

holders in American companiES art being held up as a 

result of a United States Post Office DepartmEnt ruling to 

thE effect that articles of •1mattrial valuE" destinEd for 
r:. 

fortibn countries cannot be accepted for ·dElivcry-unlcss · .. 
thE sEndEr produces an aff idavit stating that til<lt 

has a lready been transferred to recipient . 

As a rEsul t I llavc rccc1vtr: numErous inquiriEs from ..... 

the city ane I should bE arattful to obtai~,info~tio~ 

that I can pass on. 

JOHNSO!l 

na 
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Pebruar7 9, l94o 
10:15 a. a . 

operator: Mr. Bell. 

!f..(Jr: Hello . 

Daniel 
Bell : Good morning . 

~1'Jr : Hello , Dan? 

3: Good morning. 

:-;•Jr: Anythi ng you want to tell me ' 

B: No , nothing new. I think we're ~ing to have that 
oonterence I talked to you about at t our-th1rt7 
instead at two . 

lf.!Jr: All right . 

B: And t he boys ~retty well got together last ni ght 
exoent on one 1tem and I t hink within the next hour 
theyill be together. 

'll!Jr: ~/ell , I won It be oall1n~ again. 

3 : 

!;I'J r: 

B: 

:t: 'Jr: 

Al l right. It we want anything we'll get in touch 
w1t!l you . 

Thank you. 

Rave a good t1me. 

Thank you. 

• 
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Oper.a tor: 

Mr s. 
Klotz: 

Ed 
Foley: 

lC: 

F: 

K: 

F: 

K: 

F: 

K: 

... 
K: 

r: 

Y. : 

F: 

K: 

F: 

~!r , Poley. 

Hello. 

Hello , ~Ira. Klotz. 

rebruary 9. 194o 
10:45 •••• 

Hello, lr, Foley. ~!r . Morgenthau talked to Mr. 
I okee. 

Yea , and the Secretary just called me. 

Did he talk -- yeah, but he talked to you before he 
talked to Ickes. 

That's right, and then Ickes Just call ed me nov. 

Oh, I see. 
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• 

He just got through -- stopped - - Just stopped talking 
to him . 

Oh, I see. Well , I was going to report the oonverea­
tion. He told l~r . Morgenthau -- well, I ' m sure that 
it oheoke but anyway I'll repeat it • 

Yeah . 

'lbat Ben Cohen Deane an awful lot t o b1o:~. 

That 's rigbt. 
~ 

And that he t hought inetead ot Mr. !(orgenthau wa1t1ng 
to have this meeting w1~~ t he Judge, and Hanes and 
everybody when he caMe back, whether Mr. Mor genthau 
would mind it you and Jerome Frank went to eee Hanel. 

I eee. 

8o Mr. Morgenthau ea14 that he had talked to you tb1e 
morning and that :rou bad reported that Jerome Frank 
wae going to eee ••• ••• 

That• 1 rigbt • 

• 

• 
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!( : 

Fol ey: 

K: 

Foley: 

\ : 

Foley: 

K: 

Foley: 

Y: 

Foley: 

K: 

F: 

r. : 

K: 

F: 

K: 

- 2 -

.. .•. . l~r . Ranee today. 

That's right . 

I don ' t know Where that l eaves you in the picture 
but I ••. ... 

261 

WeJ.l , he called me ani\ he Rai d that he under -- he 
just t alked to Mr. Morgenthau and he under stood t hat 
Jerry and I were to see t he gentleman; 

Oh , 

And I sai d , •Well , not I , sir . I und~rstand t ha t 
Jer ry is going t o try t o see him. • 

Yeah . 

And then depending on t he outaorne ot that would govern 
Whether or not Jerry and I would sea the Judge. 

I see . 

And he said, well t hat ' s all r ight, and -- and hung un. 

\/ell -- well that • e ~mere 1 t lett me in the - - in the 
dark when I listened in on their conversati on, you see? 

Yea. 

But I didn't interfere . 

Yes . 

Now , the other thing he said was -- Hr . Ickes told 
Mr. Morgenthau thli.t ~lr. Frank had told him that if 
Hanes didn ' t wi thdraw tha t Frank would oppose him 
in open c ourt, 

Yea . Yea , that ' s .. ... . 

I think I got it straight . 

That ' s right . You have tb~t straight and that ' s 
What Jerry said in the-- in t he Secretary's office 
yesterday. I -- I r emember saying - - I reme~ber 
him saying that. 
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- ' -
X: You know what surprised me - - I talked to 

(Balance ot conver sation not recorded, ) 

• 

• 

.. . 

Regraded Uclassified



.. 
/ 

Fobrun.ry 9 , 194<> 
10: 21 &.Ill . 

Ooer ator: Hello . 

•c•Jr : Yes . 

o: l~r. Foley 1e trying to P,;Ot some news for you. 
He ' e trying to reach Ur. Frank on t he :ohone. 

:r•Jr: Oh , he hasn • t talked t o him yet, 

0 : He ' s talking to him now. 

0 : 
' !r9. 
!:lo tz: 

O: 

0 : 

i:·'Jr: 

0: 

h'"!IJr: 

0: 

Ed 
Foley: 

!i'~Jr: 

F: 

i!l-'Jr: 

Well then I tell you what you do . Let everybody 
wait and in order to nake time , and 1n the meantime 
I ' ll talk to l'.re . J.!orgenthau. 

All righ t . 

I 1 ll hang up. 

a t t he same time. 

I ' ll hang up. 

Right . 

All riaht. 

I '11 just taLlt to "rs. Morgenthau 1n the meantime, 
eo just disconnect me and we ' ll talk to Y~e. 
~orgenthau. 

(Break 1n t he conversation.) 

Hello. 

Mr. Foley. 

Hello. 

Hello, Ed, 

Good morning, 1-!r. Seoretary. 

Good morning. 
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P: 

lf'·'Jr: 

P: 

m:Jr: 

!n'Jr: 

"' :. 

I!!'Jr : 

1:'• .. 
K!!Jr: 

P: 

HJ.!Jr: 

F: 

11'-'Jr: 

P: 

!!!!Jr: 

F: 

Hl!Jr: 

F: 

. 'll-!Jr: 

• 

- 2-

There ien•t Tery much to report, I juet talked to 
Jerry P'ran~. 

Yes. 

And he did not see John Hanes last night . 

I eee . 

He intends to see him sometime during t he day it he 
oan arrange it . 

I see. 

But he hasn' t seen him yet. 

Yeah. 

Now, Dave Soh e u k e r, Jerz:y tells me, talked to Johnny 
18.9t night. 

Yes. 

And John is ver y muoh disturbed by the opposition 
that Ben and Tom have brought u~ against him. 

' 
Yes . 

Z64 

And he' s -- he -- Jerry indicated that he didn't think, 
!roo what Dave had ea1d, that John would withdraw. 

Well , that's vbat I ~aid, didn't It 

Yes . 
' Hell, Ed, I've bad tvel ve hours to think it over and 

I oan•t see but what I did vas all right . 

'l'hat • 1 right. 

And I don't ses t hat I'd do it any d1tteren• if I had 
to do it over again. Hello' 

Yee. 
And so t hat's that. Nov, I 1ll just leave it With you 
and 1t it gets to a point that you r eally need me 
desperately, why I am an1lable. See' 
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F: 

lll!Jr: 

r: 

F-~'Jr: 

r: 

!!''Jr: 

F': 

m!Jr: 

F': 

HUJr: 

... . . 
Hl~r: 

F: 

lll!Jr: 

P: 

ffi.!Jr: 

o: 

HY.Jr: 

0 : 

ID!Jr : 

' 
• 

• 

- ' -
Well, I 1 11 try and spare you, 1ir. 

But I don• t ue, having made. the otter and having 
told Frank and you t hat :rou oould use m:r name in 
my position •••••• 

Yeah. 

265 

•••••• I don ' t s ee how I can go any further than that. 

Neither do I . I think you' ve gone as far ae you can go. 

And so t hat's that. So ••• ••• 

(Laughs) D1d you have a nice tr1pt 

Much better than I expected and - - the hostess neglected 
me pai nfull;r. 

(Laughs) 

She t ucked me in and I - - I think she concent rated on 
Moltay. 

(Laughs heartily) 

I don't blame her. And so 
place does things to you. 
thousand miles away. 

that ' s t hat . But this 
Vash1ngton seems ten 

Well , I ' m glad you' re there e.nd I hope :rou get a 
good rest. 

Well , that's t hat. I'll be aee1ng you. 

All right, ltr. Secretary. Goodbye. 

Mr. I ckes, please . 

Hello. 

The Seorete.ry ••• •• • • 

I'• getting him to the telephone. Just a second. 

(Long pause.) Hello. (Brief pause . ) 
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0: 

HY.Jr: 

0: 

(1: 

!-!''Jr: 

X: 

K: 

lfl'Jr: 

K: 

"!!'Jr: 

K: 

!"'Jr: 

'< : 

!n' Jr: 

K: 

l!''Jr: 

K: 

- ~ -

It' ll take me a halt a minute or so t o get him to 
the phone . I 111 hold on. 

What 1 s that! 

I say, it ' s taking a halt a minute to get h i m t o t he 
t elephone. 

That ' s all right . 

All right. 

Hello . Hello . 

Yes . 

Can you use me tor a halt a minute? (Laughs) 

Can I do lthat? 

Cen you be usi ng me tor o. halt a minute' 

There's one t hing I ' d like to have you tell Merle 
Cochran. 

Yes. 

That memorandum that Purvis gave oe yesterday ••• ••• 

Yes • 

••• • • ,Which the President had O, X.'d. 

Yes . 
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I'd l i ke Cochran to take tha t and show it to Mr. Hull , 

I see . 

And j ust tell Mr. Hull that I ehowed it t o the Pree1-
dent and the Presi dent sai d all right . 

Yee , all right . 

See' 
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Y: 

~~ ·Jr : 

!( : 

"' 'J r: 

1< : 

::-·J r : 

:n'Jr: 

!f'Jr: 

K: 

I!! 'Jr : 

- 5-

I -- really there •e nothinR et all, Oh, shall we 
send :tour - - shall !·!oore send your letter to Tucson? 

What'& that? 

Shall l~oore send the letter to Tucson? 

Moore? 

Hoore . 

l.bo • a !:oore? 

At Sel1~an •e. 

Oh yeo . And I t hink it would be nice to write Peck 
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a l ittle note and say tha t you've forwarded t he letter 
to me and he ' ll hear from me . 

l'/hat? 

I·Trl te Peele a let ter. 

Oh, Peok. All right . 

And tell hie t hat you •ve forwarded the letter to me. . 
Yea , or course I will. 

Yes. And ••. .•. 

~rrator: Secretary Ickee. Go ahead. 

!'11r ol d 
Ickes: 

h1'Jr: 

I : 

I : 

!r'Jr: 

Hello. 

Harold • .... . 

Hello, Henr y . 

Can you hear me? 

Just about. Can you hear me? 

I - - I hardly hear you. 
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I: 

l!''Jr: 

I: 

I : 

n""·Jr: 

! : 

I: 

HVJr: 

- 6 -

\•fell , I tell you •• , •• • 

Walt a minute, let me ask my operator Whether she 
oan ' t . . ... . 

I 1 m not 1n my office . 

11hat• s that! 

I am not 1n my office . Perha'OS 1 t would be better 
it . .... . 

I 'n sorry Harold, I can't - - my eare are all stoP9ed 
up from the plane I don't hear you. 

I ' ll call you from my office 1n ten minutes. 

You' ll call me in ten minutes' 

Yeah. 

~fell now -- hello? 

I: Is tha t all r1ght? 

Operator: Hello? 

I : I o11.n 1 t hear on t his . 

P "Jr: What• s thatt 

I: I cannot hear . 

:l!'Jr: \Tell , I can ' t hear you either. 

I: Well, I ' ll cell you 1n ten minutes. 

rn'Jr : All right, do you want my number? 

I: Well , my -- I can get 1t from Treasur y. 

H'IJr: Well , I ' m at a hotel her e 1n Tucson. I don't even 
know the number. 

09erator: Hello. 

~68 
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t.""''Jr: 

0 : 

-.r•Jr: 

C: 

!f'Jr : 

0 : 

:~s . 
' 'lotz : 

!r'Jr: 

1' : 

t.:''Jr: 

'"'~'Jr: 

. , . 
Tl"''Jr: 

t '. 

~"'"Jr : 

K: 

;:l'Jr: 

P.'' Jr: 

Hello . 

Hello . 

Yes. 

- 7 -

He hune up, ~~r. !:or genthe,u; he said he ' d ce.ll me for 
the number. 

He ' d do what? 

He hung up end he sai d he would call t he 7ree.sur;v 
and ~et your number. 

ll.r . !!orgenthe.u, he was not a t hie office and the. t•s 
why he couldn 't beer , n.nd I exnec ted ' !iss 5-:langler 
to come 1n end t e l l you. 

Oh . 

You ~rere both t e.l k in!<' At the B!IMO time. 

Oh . I -- I wonder WhP t t he na~e of t his hotel is. 
\•la1 t a minute -- wa i 'I< a minute -- I 1 11 see if I 
ca n't look at the l inen or som~thing . J ust a minute. 

( Brief ue.use.) 

Hello • 

Yeah. 

The bat h towel says 1 Hot cl Thirty- seven• . 

Oh , you can't oount on th!lt. \'/ell, we ...... 

Oh, I guess t hat ' s t he yPar the bath towel we.s made. 

(Laughs ) 

(Laughs ) 

Oh, t hank God you're aw11y from Wa shingt on. 

\1ell now, tell Spangler 1 t 1 s a p i onee r hotel. •• • •• 

(Laughs) 
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W!Jr: ••• •• • and I'• in 9o6. 

JC : Whatt 

H!!Jr: I 1111 in room 9o6. 

K: 906 at the Pioneer Hotel. 

Jn.!Jr : And the bath towel vae ru.de 1n '37· 

!: Well, I tell you it certainly hae laeted. Probably 
not many people come to the hotel. 

m•J r: Tell Spangler to get ott and I 1ll oh1n-ch1n a little 
b1 t ¥1 t h you . 

K: All rlgbt. Hello. 

H!1J r: Yes. 

0 : Operator. 

270. 

• 

K: It you'll get ott thls 11ne I' l l talk to the Secretary, 

0 : Ye n, mam. 

K: Rallo. 

O: All r1ght. 

It: Did you get the name ot the hotel and alU 

0: 

K: 

0: 

K: 

O: 

Pi: 

HYJr: 

X: 

• 
• 

Xo. • 
It'• the Pioneer Hotel, room 906. 

Oh, all rlght. 

And you can get lt tor Mr. Ickes. 

JU.ght. 

JU.ght. 

Hello. 
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HrJr: 

K: 

H''Jr: 

1(: 

~'Jr: 

!( : 

P''Jr: 

!< : 

H'!Jr: 

Y: 

Hl.'Jr: 

Y. : 

"~'Jr: 

r.: 
h~'Jr: 

!<: 

!l"Jr: 

1': : 

!r'Jr: 
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I think he want s to go in and make a record ot the 
call most likely. 

271 

No , I don' t think eo, You see they trailed him 
somewhere else and he couldn' t talk-- couldn ' t hear. 

Well, When ••••.• 

I told Miee Spangler to get it tor him •• .•.• 

All right . 

••• ••• i t Bhe could work it. 

You can listen. 

Well, it - - it he calls vou dirsct - it he ineiete 
on call ing you direct I won' t be able to . 

And-- you know it ' s very amueing .• ••.. 

Yea • 

• • •••• what's happening. You see these boys , Frank 
and others , didn't want to go up agai nst Hanes. 

Yes . 

~Tell now, I 've gotten then in the corner t hat they've 
" ot to . 

That's right. 

I don't hear ~ou . 

Yes, I agree with you. 

And they' ve got a - - they've now showed their hand 
and Hanes knows who ' s against him. 

Yes . 

And I think my position is all right . 

I -- I think you're all ri~t now; really I do. 

Yee . 
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K: 

'll·!Jr: 

K: 

?: : 

:f'Jr: 

!f'Jr: 

K: 

~·Jr: 

K: 

~·!Jr: 

!L!Jr: 

K: 

~·Jr: 

K: 
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But I -- 1f you had gone away and not ~tten into it, 
they would have really blamed you. 

They -- t hey ~:ould have tried to . 

Ynn , well , 1f this fel l ow had reei~ed r think Ickes 
never trould have forgi ven you . 

1·/ho? 

Ickes . 

Ic~es? 

Yes . 

Oh , realll"/ 

Oh , he feels very stron~lv about this thing . Didn't 
you get that in hi s voice over the telephone? 

Oh, no. 

Oh , terribly I I mean , thAt -- that Ben Cohen would 
have resigned . 

Oh yes , that, but I didn't feel that Ickes was upset . 

Oh, he was . 

I didn ' t get that. 

Oh, definitely! Oh , I ' m-- I ' m nositive about that. 

\·Tell, I suppose he would be. 

\/ell , he sai d t o me over the phone , "I've got to 
talk t o him. It's terribly important. I ' ve ~ot to 
talk to him. • So then I sa id , 1 VIell, I'm sure-! can 
get l!r, Hor genthau for you tomorrotr morning. 1 

Yes . 

And t hen he said t o you, 1 I don ' t want to talk to 
Foley-- I aean, I don't want-- I want to talk 
directly to you.• 
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P.!'Jr: Yea. 

!( : 

r. : 

!!" Jr: 

~·· . 

H''Jr: 

K: 

l!I!Jr: 

r. : 

t.:!'Jr: 

X: 

!!!:Jr: 

!< : 

l!:'Jr: 

K: 

HY.Jr: 

K: 

!"'Jr: 

But after hearing Foley's otory, you see, he could 
understand wha t you meant by that . He thought you 
were j uqt wiehlng h im orr on Foley. 

Oh, yes. 

You see Whet I mean? 

\·Tell, I -- I know what :vou mean. I t h1.nk everything 
is all right end -- 1t 1 s got to be because I' m not 
~ing to fuss with it. 

That ' s t he -- I don ' t think they' ll bother you with it 
really, because I don 1 t t hink t here' s anything you ~ 
do from where you are. 

I Jus t want to tell you something. Arter all , I 
~o1nted out to my fri ends -- hellot 

Yea . 

l~y other friend. 

Yes, I know. 

Did you get t batt 

Yea, I know who you mean. 

lly other friend. 

(Laughs) I see. 

Yes . There were three s t ates involved. 

Yea, I know, 

And I don't think he told them everythi ng. 

or course not. 

And three states are three states . 

Yea, I know, Mr . Morgenthau -- but vby you should 
have to take the rap when you•re-Innocent •••• • • 
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'll'Jr: 

!( : 

:t'Jr: 

'"'Jr: 

JC : 

E''Jr: 
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'!l!Jr: 

!( : 

K: 

~'Jr: 

?.!!Jr: 

X: 

!!MJr: 

K: 

R!!Jr: 
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Right. 

•••••• aRainet allt heee people , t hAt was why I in­
sisted that you telk to h im yesterday. 

Yes. 

That was the only thing t hat I had in oy mind. 

Yes . 

Because I had tal ked to Foley, you see, 

Yea . 

Well ••..•• 

•..... 1t ' s over and ••.... 

• . • . . . 1 t 1 s over. 

• 

••• • • • we ' re going t o have ten days or peace and quiet. 

That ' s right . I bo:9e you will have it . Now, Jlr, 
l!orgenthau, may I t1nd out trom l·l1 es Spangl er whether 
she ' s getting 1t tor ~ou; otherwi se he may be trying 
you and your line will be busy. 

I':n going t o hang up. 

You' ll hang up? 

Don' t you t hink eo' 

Yes, I think so . 

I think I' ll hang up •• ••• • • 

Yes , and t hen they can get ~ou. 

•• •••• and I ' ll talk· and you listen , and then when he 
gets through I ' ll talk to you again. 

Unless he ' s calling you directly, Then I won' t talk 
t o ~u again. 

It he oa.lle ae directly •• •••• 
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W.Jr: 
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!i!'Jr: 

K: 

ffiJJr: 

K: 

!r'Jr: 

K: 

!f.~Jr: 
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Yes . 

• •••.• this may be the last tlme I talk to you. 

Well, I ho~e you have a good rost, and please don ' t 
wor ry about anything. 

I · ~ not golng to. 

You come - - you come tirst and everybody arter that. 

And good luck and hapo1neee. 

Happiness to you, and good health. And please give 
Mr. Hoohsch1ld my beet regards. 

I'll do that . 

All right . Goodbye. 

Goodbye . 
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OAT Ui'l"'ER 
F'ROM INTERJOR DEPARnmn' 

TELEGRAM 
CHG. -IATIOH ----------

Ofl'ICIAL B USINES&-GOVERNMI:NT ftATIS 

Hon. Renry No.rgenthau 
!I&DCbo De La Osa, 
'1\lceon, Arizona, 

(COPY) 
FebNeJ1' 9, 1940 

!.ly lat eet l.ntonnetion ie penon I diecueaed with ;rou s tubbornly retusee to 

relinquish advantage that be baa gained by reason ot representing your negatiYe 

appronl a a positiye one , As I said oyer telephone, departme.ntal matte r ot 

yours ie no concern ot mine but eituation here 1e critical and my Department 

would sutter irreparable l oee it certain member ot O!f e tatt should pereiat 1n 

hie intention ot leuing eerrlce lo!arch one , Accordingly, it there ie a !~)'thing 

that you can do by parsonal word to l'leJI in question that will baYe ettect ot 

relieYing OYeJ1'0ne ot embarreeament which is result ot bia 01rn statement ot 

conYeraotion with you, you wi ll be doing real aerTice, 

RAPOID L, YatES, 
Secretary ot the Interior 

, 
I 

•• 

-
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Tot !bo S.cro'-'7 

Proal Kr. hll 

Ca'biAet ... u., -rrtY;r. Po'bnarz 9th. 2 P.ll. 

!be Pr .. t4nt eat4 \bat there wu aotbtiiC 11n ill the torotp 

flold to report e:o:oept \bat which 11ppearell ill the papero tolla;r 

repr4111t; llr. 'loll .. ' propo .. ll \rip a'brolld.. Bo e&t4 tbat ho tried 

to IIAite U quite clear tbat thh wao aore or h .. a ron~~t; co•ht1o11 

tor Kr. 'fell .. to aerel7 pt a tirat-hud cUap .. ot the aUuaUo11 

ill la.ropo and to pthor u mch illtoJ:WaUoa on u u ho C<r.ll4 All4 

report directly to tho Pr .. tllollt and the S.cretar7 ot State. It h 

not tor the purpoeo of aaldiiC 8IfT report publlc or aald~~t; 8IfT foraal 

report to the Concr .. •• llr . BW.l aat4 that he hll4 aothi~~t; further 

thaa thet to report. 

I r eported 011 tho aeaorudaa ot the Pr .. tolo11t' a, 4ataot 

JUU&r7 23, 1911o, ill which he ratted the qu .. tloll u t o the lleetr ... 

bill ty ot taldiiC tul.l a4T&IItap ot tho 1939 -llllltnh to the Social 

Sa cur tty Act '117 ra4uc111C the llltereet coat in the 'bu4«et with roapeot 

to the 014 Ac• a. .. na .&ccov.~~t, '117 ratull4iiiC the obltpUone held 111 

tbat accov.~~t 110w 'burt~~& 3 per out lllto obltptlou beari.JIC 2l per oat 

111\er .. t. I told bta \bat the lP u puaa4 at the lut aHaioll ot 

CoDCrau 41recta4 \he S.cre'-'7 ot the frMWI7 to truater to the 

11aw truet t'wl4 aot ap '117 tbat lP all ot the t'wllla u4 ••curl Uoa half. 

011 Dacoabor 31, 1939, 1D ud tor &CC0111lt of tho Olcl Ace Re10no 

A.cccnmt. At the lut aedliiC ot the trv.ot J'wlcl 1oari thto -uor wu 
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thoroucblT dhcull8ed Ul4 while all of the ••'bore felt thet 1t wu 

deoira'ble to retuDd the 3 per cent o'bliptiono into 2t per cent 

obllpUone, thq tboucM thet there mcbt 'be eo .. criUelD of thie 

action in Yi.,. of the fact \ bet it wu aot entire!)' clear in the law 

that that wu cont.-plated Ul4 there -• a halluc that t hh action 

aisht 'be crlticioed froa tho o\andpoint of t ho ben.t!ciarleo 'becauoe 

the7 would feel thet thq were loelnc ooaothin, when thio addi tlonal 

l ntereot lo taken awar froa the aeeoant which holdo their tundo. I 

278 

aald thet we had decided to lean the 3 per col\\ o'bllptlou UAdlaturbod, 

'but t hat we would innet all an tando coatnc i nto the !'ruat l'lmd ia 

2t per cent o'bllptione and would redo• the lon,eet aaturln, o'bllp­

tiono eurrontl7 to a eet 'beneti t pqaenta and u thel8 obllptlona 

11atured we could aleo talco t he proceed• ot aueh rede~~ptlone and i nYoat 

the~~ at t he new r atoa. l told the Preoident that t he lonceot a&turlt7 

•ao June 30, 1944, and that •• would pr obabl)' hen all t heao 3 per conte 

redooaed or refunded before thet date. hrthei"'IIre~ looldnc at 1t troe 

a lone-ranee otUI4po1nt, it would probab\7 bo ucell8arT 1D t he .n4 to 

aeet eoae ot the benefit paraente out ot t he General fund of the 

treaeuey oo that 1 t doll not aeke wueh difference whether " Far thie 

$7 a1111on a rear a4ditional intereet eurrentl7 or walt tor a tn reare 

end par larcer -• direct!)' troa the General 7'wld to aoet the benet1 t 

paJMnte. the Pr .. ident aald he wu eatletied rith t he e:rplanatlon 

and he tboucht t he :Board he4 probab\7 decided t he queetlon eorrectl.J• 
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leoro~u,o WDo411~~& UHUH4 \lie .... u .. ot ~- PreoU•~ 

IIPJil'O'IiiiC - 'Iilla 0011001'11liiC ~ o.plo,.eD\ of labor lD OODDOO\lOD 

w1 \h tho ooaotnoUoa of M41 Uoaal loab to \lie ,_ Caaal. · It 

•••• u tboae'l ~ pro..-r. 'IIIDI'h4 cnat liiJ looro\U)' Woo4rlac ta 
• 

cooporaUoa wl\h \lie A. r. ot L, .-4 \lie OIO -.14 ban tnol ... a \lie 

could DO\ alp tho bill propoaa4 liiJ thla croap u4 u1ta4 \boa to pt 

tosathar and rooona14ar tho aatter acat•• !bare .... alao a qnoatloa 

ot an eD«tnaer'a report oa aoM da tn the w .. t. a IIPJIOUM that \he 

•nst•••r'a report 414 DOt tullJ aot forth tbo obJoo\toaa aa4 aQ~~eettooa 

llade 'b7 tbo .. ttoaal .. aoarcea loard and \he Jlv- of lecl.MaUoa. 

!1M Preddaat aatd ~t be -ta4 tbo o..plete lettero aa4 reporta of 

\h81e two aswnclea to so to Ooacr••• ao that the OoncrHalonal co..t Uoa 

wollld ha ... all atdea to tho oontronrq. 

Attorne7 Gaaeral Jacll:aon aatd that he ha4 boon aaka4 to dtaoua 

tbo queitoa aad po ... ro ot Coacr••• o•er ~ •-the 'brallchaa of 

eo............ Be aatd that he ha4 liMn able to f tad • -Mr of btlla 

•hare We quaUoa ha4 - ap. Be raterra4 to \he 1114cet u4 

AcooUDUDC Act wblah -.. puaa4 ta 1920 aad ... toa4 'b7 Prutdnt lllaoa 

bacaueo of the prodaioa oontatned tn that Act wtlerebJ the Oo!lptrollor 

ofteral ocnal.d be ~.,a4 tor oartato oaaea, bat oalJ bJ CoacrHeo 

!hh - ~U _. puaa4 apiA tn 1921 u4 atpad liiJ Proat4nt hrdiiiC• 

!1M Attornq 0eaera1 atat.l. ~t We Mm.ata\ratto• ha4 IIPPJ'C'ftd a 

-bar of billa ooUtac 1IP ....Sowto•• to ropn-\ tbo O..o1 r\ a\ 

'farlcn&o tatre \llro ;on\ • _,.., wt .. l.OIIC .. ., ha4--

~79 
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apprond liT the Prelident he cUd 110t Willi: VJ:T queoUon ahould be 

raieed at thio tiao. lf wo wore ~Dine to raioe the queotion further, 

be t boll&ht 1 t obould 'bo dono on ooae futuro bill dlreetlT 'baforo tho 

Prooident for Toto. !'ho Prel14ont -creed w1 th Wo point of rlew. 

Be aloo raioed the qu .. tlon of the oo-ealled 8paniob enlhtaent eaoee 

whieh had Juet eeae to ll&:ht out in lletrol t. JpparenU1 theoe eaooo 

were ordered puohed bT h lo predeceoooro in office and be wao now 

finding it a 11 ttle ea'barrauinr; to an ower qu .. u one froa the Preoo 

reprdin« th•. particularlT i n Tlew of the oentiaent ln thlo countr1 

i n faTor of 71nland. Be tboQCbt 1t we were ~Dine to proaecute t heoe 

ca .. o we ohould aloo prooecute the enliotae11h on 'both aldeo of t he 

Spanioh War and that we ohould also prooecuto an1 caaea that coae to 

our attention with roopeot to enliataento in linland'o ~· Be would 

like to haTe the eaaeo ditaioaed 'but he realiaeo he would haTe to take 

eome criticiam. SaeretarT Bull .ugr;eetad that he diaaiae thooo 011 the 

crounda t hat t he caoeo are rather old, enll.enee difficult to procure, 

and t he Spaniob l'ar had 'bean ended for eoaetlae. !he Preoident .. eaed 

t o think that tblo wao the proper oolution 'but oucr;eoted that VJ:T 

otatesent which Mr. Jaekoon wanted to clTo out on t he aatter obould 

firot 'be cleared with Mr. Bull. 

Secretar.r ~aon otated that Senetor l'aleh had called Adairal Stark 

and aaked for intorsatlon concernlne AnT eent011plated eetiaat .. of 

appropriationo whieh the laYT expected to oend t o Concr .. • durinc tbie 

rear on the Tinoon expanoion 'bill. !he Preoident oaid t hat ho ba4 

280 

Regraded Uclassified



281 
-5-

been &eked the -e quaaUoa 'b7 llarold •tth, Dlracwr of the Wcet, 

and that he bed tol4 hla to aq to azq laqui17 of thet ldll4 thet 

he 4oaa not expect there will be azq eatlaataa before the Co-er••• 

thh .... ion under the Ylllaon Ia~ Kxp&llalon Bill, &lld thet the Ja.,­

abould &lliWer llltmaa, llacra\ai'J ldieon dhcu .. ed In a p~~~ral wq 

the a1 tuaUon w1 ib raepact w the appropriation utlaatea palldiac 

before the Bouae Jpproprlatlone Coealttaa. 

Seerat&I'J Wallace aaked the Preel dent If there wae anrthin& further 

to 4o on the ae.orandua on ailk which he bad aent In a few dqe aco• 

The Preddent aald •Jo, • that he ae-=ed be bad reeehed t he aeliOraiUl\111 

on this wbJeet !roa Seeretar)' llorcenthllu, all4 thet he alsbt let the 

aatter drop unle .. he waa &eked about 1i b)' the centleaan who wrote 

hill the original let t er, 1n which eaoe he ehould repl;r that 1t h atlll 

beln& eonaldered. Seeret61'7 Wallace, in anewer to a qu11tlon !roa the 

Prealdent, aald the cotton exporta are ~Qlll& at a Yery ~QOd rate. Be 

alao eald that all food ret&ll prleea tor the paet fin yean bed bMa 

!alrl;r stable. Be atated he bad aoae ldeae on the buelneaa altuatloa 

whi·eh he Ia tended dheuuln& w1 th Seeret&17 Bopldne after the Cablaet 

· . aeetln& and it Secretar)' Bopklna agreed, the two would like to dhcu .. 
• 

the aatter with the Prealdent. The Prealdent did not lndleste that 

he would aee th•· 

Secretary Bopld.ne aald that one brlsbt apot In our bualneaa 

pl c t •ll'e h the export altuatlon. !be exporh !or JazNarJ ftre up 

$150 allllon onr JanU&Z7 of laet )'e&r· !he exporh ill aer~ Iron 

to Japan ba4 fallen of! aaterlall;r but there ftre atlll lar&e ahipaanta 

of thia aaterial to thet coun\17. Be alao aald 1i wu !llterutiac 

to •teh the preawre that - bllac "orousbt w bear upoa the n•tral 
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ooutdn "' the 'RI'rbc aaUeM. •••• h ft11-. aa4 eelll .. eennl 

U.Me Mre ~ fna a4 to ~ thaa ... the cue a 'I'MI' 8111• 

.lppal'a\17 Ina\ •twa h aow p\U .. lato We plotare u4 U71-. 

t o u ... n - of w. lhe41eb v ... to treat .-t\ala. 

!!wore ... a ....,.al 4hcu .. loa wUh reepeo\ to e:rpor\e fna We 

oou\1'7 to Jlu.eeia. !he Pr .. la.at eal4 he ~4 lla to han \he 

!l'reuuJT n~\ to hl• a curreat report oa •JPOrie to Jlu.eda cJnn-. 

t he paet few neka. 

• 

• 

• 

... 
• 

• 

• 
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11¥- SPEC. MESSt:NGER 3 f?lA, 

Fli.E TO I 

COi'Y TO :{JJ:fJL. 

Fo-...,. 1), 1,-., 

... , Cdl .. , 1M\ .............. - .... ,.,.a_....._.,.. .. 
• .,. .. ,. the tile Ual\e& ........ Ilene\ ..... .. 

t 
~ a\~ u\loe W. \111 ,,...,.. tor .,.,. .... 11M re o •'­

or,_ --• at ""-'-• Deoeaw, _. l- ,, 1"9 _. 1,-.o, u 

........... wt\11 , ... - Ma\IN fer \1M 7MN 19)1 _. 19)9, fte tel~ 

•• _, 'liM \lloeee tlpne. 

• 1 . ~·-- 11\a\11 ............... u. u ....... la .... ,.., 

u..... -tile -· *" llllll .. , ..... h h 110ft ....... ,le 

t~~eo,....hot\llo
e-porleelar-•· 

la .Ul\loa, r1 up r\1 \o \1M u.a.a.a ...... t).ll llllll" 

ta \1M pu\ Ulroo 110a\111, la 0011p41rteoa wtt.h \rh1al .... 

.,.,...-. ot a , .... 8110• 11M ,.._..,...., -1h\ .. tlbtel17 

at Ua M4 OIFJNI'• 

r. Ia \1M pu\ U..... ••t.he tl) lllllloa ot ..,... .,.one 

ana•W fer ~1\ !10 pePOOO\ of ...,. toW ,.,_., M 

\1M u. tl, l,t. to \1M - Jt•riM· of lae\ rear w .,....w 
oa1r tt" ...... ot ..,. ... ... ,.,..._, $1.6 llllll• 

(all • ..,.w prior \a .,_, 1, 191!0), lol'ao1, *'-·• lllllloa 

M4 .... u .. , t1 alllloa ooro \lie prSIIOlJtal •- .,.,.ne& 

we , .... ""'* ..,.. .... , ..... o.,.ne& 11 -.11 ..-uu .. 

lao\ ,_, er ao\ ...-r\e& a\ all. ... .... ot ,,..,\rlal 
MOld..,., • tile o\lloer ....,., oro llo ,...._, loll" a rear 

... aa4 O:qiOP\1 ot troa 8M 1\ool pi'O<Iaoh .,.. eMrp1r lo-. 
) . lllpol'\e \a \1M u.a.a.a. la Folonu7 wtll pnloalolr lol a\ \lie 

Wlb 1~ et tile Jtl'oo1owi -til•· Oa fo"-'7 )4, a 9,000 

\ea ......... l'rwtlb\er oarrte& a -.. at fl alllloa M 

.... o ....... c..-~ ..... JtrtulJtallr of ..... ,rial ..... ..., • 

...._, M4 Olppor), _.\lilt 5,000 \Oillooa\o- llllr .. le& M 

load --'" la ... Ton W'or Udo "*• Ia •••.utoa, , • 

...... looah lillln "- ...,...W 1 ...... - .. " la 

... , 0...\,..n&. 

(lnitialed) D.W .B. 
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Deer lfr. 1.11 h'e• 
Oil~ et u. ._...., , __ 
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llr. J. L. KaeeH•, 

I 
L 1. De'•• 

Mft\t~. 

,_Uta,, It He J'n~ LiMe, 
b&tapusl ... 

- ... , ....... u ..... 
Cllai .... , Jllt..Se, 
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"-'· L . K E E 8 H I N 
_c.IOIUOI'1' 

KEESHJN Pa~:IGHT L INES, IJ'olc. 

The Honorable ~enry J . lbrgenthau, Jr., 
Secretary cf the Tr easury, 
Tr easury Building, 
riashingtcn, D.C • 

J.ly dear 1.7. Secretary: 

ZZI W~ST ROOSEVELT " OAO 

CH ICAGO 

February 7, 1940 

Enclose herewith copies of more 
reports received from l!oaars . Shoo.han and Bassi , "hich 
are as fellows : copies of four nanoranduos addressed 
to H. E. Uinister Chan& Kie.- llgau, by ~. 1:. E. Sheahan 
under datos of Doce1:1bor 28 , 1939 and January 4, 1940; 
a copy of a memorandum dated oooombor 29 , 1939 with 
copies of calculated performance of Charcoal Trucks, 
attached; copies of msmoranduma dated January 3, and 
January 4th with copy of a report from ~. A. B. Bassi , 
attached, which cover s tho survey trip over the 
Luahien •cut- orr• to Kumning; a copy of a me:oorand= 
addressed to J.:r , A. L. Ko Lin by ~. Bassi , under 
da te of January 8 ; a copy of e. memorandu:n on •shops 
and shop facilities " by ~. Be.ssi ; also a copy of a 
u..orand\1!11 addressed to li . E, The ceneralissil:!o 
President, Executive Yuan, by IJr. Sheo.han under date 
of January 6 ; and a copy of a memorand= addressed to 
llr. P. H. Chang, Exec uti vo Yuan, by L:r , Sheahan under 
dato of January 4, with a copy of a tablo on basic 
freight rates via notor truck, anc! a table on distance 
from Chuntkin& to Y.hort;os , e.ttaohed. 

JUt' I.Jl El>o•· ( l2) 

Sinceroly yours , 

Regraded Uclassified
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To 

H. B. K1n1ater Chang Iia-Jgau 

Kr. Baaai, upon hie r eturn from an inspection trip over 

the Luhaian •out~ott• , r eports that in hia opinion, the operation 

thereover, ot truok- traotora and aemi-trailera ia feasible. It 

ia euggeated that we quickly aeoure at leaat one ot the International 

D50 tJPe truck-traotora and •trailmobile• aemi-trailera tor 

demonatrationa over thia road. This equipment ia capable ot 

handling a minimum ot eight (8) tone on each trip which ia 

oompara~ to tour c•> ot the smaller truoka , and should not 

incur operating expenaea over twice that ot the smaller truoka. 

Chungking 

Deo. 28, 19~9 

(Signed) X. E. Sheahan 

Regraded Uclassified
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'Po 

1 .1. Minister Ch!Da 11a•Isau 

With rotorono o to tho ~portant aubjoot or tiroo, their .. 1D­

t1nanoe an4 o&rt . OUt to the preeent ehort•a• ot aaeollne, all 

attention hat been t oouaed on tb1a one lt«m or expentt 1n oonneot lao 

with the operation ot motor Ythiolea. Tbero 11 another item or expenae 

that 11 ae aumtna 1noreae1ng proporttona, •• original automot1•• equip­

ment ta being uted up, and tha t 11 t 1rte. We baY I obltrYtd a genera.l 

lack ot 11&1nttn&nOI Of proper lntlation; of r.J.e»tObtd du.&l ti.l'"tl 

a.nd t h e laok or proper control or t1rta r .. O'f'e4 t?oa a.ot1Yt eer•loe, 

alto a ca.• oarelee aot ee 1n purehaat.n& til"ta . BJ&htl" pr1ott tb&n are 

neceaaar7 art btJ.n.& paid 1.D acme inatanoea, &.Dd. t1rt t unauitR tor 

the JNrpolt tor Wblob t her are t.ntencted, have 'been acquired. 

Wo rooommon4 thot all purohaooa or tiroa tor tho Batlonal 

Government, either 01Y11 or M111t&rJ, be conoentrate4 1D Poo ShLng 

(or 1n tbat corporation'• inabi lity to aot, 1n another eube141ary ot 

Univoraal Trading Cor poration organized ror tho purpoee) , in tho 

eame manner a t propoeed tor other material and tuppliee. We alao 

reoom:nond tull ut1U.aat1oo of the tire ooap&.Diet teobD.ioal ••r•ioe, 

to tho and tbat proper Uroa and maxima ldloaotrago ur ba obta1Dod 

tra the produota o.t the .,.·arlous ~~.anutaoturert. 

We a lao reocna~~~Dd that ocm.a14erat1on be g1'f't:D to t he pla:D ot 

ha't'i.ng eaob oraan1s&t1ao au'bait the ca.ro.a.aa ot the tlre to be 

replaced. 1n e.xoha.na;e tor the r eplaoeaen·t tlre. au.ob t ire oa.roaaaea 

oan be 1Depeoted at tbe central atore, and if the tire tread 11 not 

too badly worn, the ttre .ay b e retread~ or re- capped, and aeot1onal 

•n4 other repa1re .. de . It a1gbt be well to oonetder oootraotln& 

th1e work on a bid bae1e, ae tire OOIDJ)In1ee generall7, are fully 

equipped and oan quioklJ inaugurate euoh eerv1oee 1n free China. 

Ill taot, b . P. o. rook:n of the Good Year Tire A R\\bber t:r.port Co. , 

prottorod tho aaniooa ot hia organisation, bu t duo to tho oxJ.atiDg 

••pot1t1n a1nat10D, •• t hOQght 1t alght bo woll to oODOldor 

aoov1Dg o-Utho bida tr• all tiro aoD\ltaot-uora tor auh 

Hpe.lr een1H. 

( IIJ.sl*l.) • . 1 . ShoahaD 

Regraded Uclassified



290 

•••• ll1nbtar Ch!.a& ua-lcaa 

On l)aOOIIbOJ' liO\h, l)r, J'oltcm Ch .. loft With Ul IJ'o CbOJIII• 

I!U&'. propooal roaar41.JIII 1Jlotallat10D or a pipo liJlo for tranoportiq 

guollne tr• Burma to llma1na, &l ao llr. D. 'f. M71r1' opl.Dlcm 011 

th1• propoeal. 

We baYe had ll'feral dlaouaaioru with Mr. Cbt.ac• Hua, and with 

the retUJ"D ot the attaohaenta to Jlr. Chow·•a letter, Ul alto 

enoloa1na Ml'. Chena~u.a• • pr·opoaal ot loYnber lltb, ooYer1q 

11lotollat10D of a pipe 11Jlo tra CbungJdng to IDdo-Chilla tor tho 

tr&AoportatiOD or wood-oil. 

lo OOnO\IJ' with 111', D. J>, IIJoro ... oro.n4ua Of lo•-'>or 20th, 

to the etteot tb&t the 1D1t1al 1DYt at.ent, &Dd tXP4D•1•• operatlGD 

ot auob a line 11 not o•patlblt with preeentl7 mown eooc-'-o 

taotor1. In a4dlt10D to tbe reaaone ad.Yanoed b7 Mr. »rere , an4 

witb~t attoapting to ao 1Jlto tbo onginooring dittioultioo tbat 

aigbt bo onoountoro4, 1Jl ourmounting high altitucioo ouo.b ao aro 

encountered between the port or Bbaao and ~UDatDc, •• bel ltTe that 

iapro'f .. lftt l t o biabW&.Jit through ellal.D&tlon ot UOI111YI &r&dll 

and 1nor•••1Da ~ degree• ot ourTature, will per.it ut111aat10D 

ot l araor ~ruol< oqui:paont or tbo '!ruol<•'b'aotor S-.l.· 'fl'ailor tJpo . 

taraoP truol< oqui-nt 1o •oro oo-oal th&Jl - u truob tar 

1- diot&Aoo truol<1Jl&, ao bao baon ropoatodl7 pro•od 1Jl othar 

ooatM.••• tor •x.aaple;: oa.• truok•tl"&otOI" aDd ••a1•t:ra1l• r with a 

oarJ'71n1 oapoo1t:r of fr<a 8 to 10 tono will uoo appr0lt1M>tol:r twioo 

•• •oh aaoolino or otbor tuol ao a om&ll truol< oapalllo of b&v"llll 

fra 2 tO Rt toni • lo aro aloo Of t ho OpiniOD that OOD\in11ati• 

&Dd expue1• ot ~· oentv.r1ea old plan, ot paok ant.aal, r1Ytr JUDlta 

aDd oool11 OUTler• 11 4ea1r·&bl e 1D t h e preaent eaergenoJ'• 

Aa wo ba•• pro•1ou.l:r po1nto4 out, wo 4o not bolio•• it io 

praotioal to ontioipato an:r lara• ouppl:r of Bar.& aaoolino or f11ol 

oil. - - 011 Oapan:r io ..no4 b:r abooatoo oapit al. J'rooontlJ 
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"""'" oo a-. .. te4 oapU&l are qlllle liSP, IUOil n 1e ov 

tll&l \U di>'ootoro of \U - Oll C- 4o -

1Dollae4 to _, \Ulr faollUl .. or 41ulpato \UlJ' oll 

poolo tbro'IC)l 40~1' 41'1111Di 01' llll GtOAOloo Of tile pi'OIODt flol40 

1n 01'4or to o~plJ Oh1Aa' o _.,,.,..7 Me4o . '!Mlr roaooalJII 1e 

perllepo qllitl oOWI4 lllotor10a117, u tlloro h ao auvODoo \Ut 

wboD tho proooat llootllltloo aro oooola4o4, thoro w111 oYor r oo ... 
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tile uo4 for , ... o11Do tul4 otllor fule that •• ooafroou loutmrootora 

CbiD•• for O'b1Da lte•lt' to ooaa14er tbt 1DYeea.nt of lar&t ._. 

ot toro1p exob&al• 1a noh a projoot appaaro qlllto ""' ot tllo 

In OOIIl'IOOtlOD wltll tile lut P"''"Uaph Of ... , 1), p, Jl7el'l 

-•r&Jl4- ot BoYabor lOtio, wo are 1a ...-o-t tllet o.ll paulblo 

.. thodo ot truopart wh0tal4 bo toote4, ID4 •• UD4orotm4 ooodlllaUOD 

ot oll torao ot tromoport, to - oDd. _, tbo olleopeot &Jl4 .oot 

ottlolollt tl"" ot oooooUa1 npplloo algllt rooalt, boo boo" -

aoal ot a ll ooooorao4 wltb Ohllla' o tr&~~oport prob1•· 

(11po4) •· B. llboabell 
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R. E. M1n1oter Chang Xla•Jgau 
IU.n1 t t er of Corauni oatlona 
Cllung1<1ng 

Your £xoellenoya 

.92 

Cbnngk1n.g, l ao. 6t h , 1G40 

With reference to 70ura of December 12th, and 
roturning t he blue pr1ot tor the dis tribution of highway engineering 
toolo and equipment among tho different highway oonetruotiog ood 
3 aintenanoe org&n1&&t1ona ot your K1n1atry. Tbe aealgnmonttbr 
d1ttr1but1on ot the • •teriala on the enc l oeed etatement appe&ra 
&ott carotully planned, however, Itoma No. 93, 9? , 99, 100, 106 
and 1,.23; now a t Haiphong, oonll:ltute tonnage , the iamedlate movement 
ot whloh would reetr1ot ~porta of aore t.portant and vitall y 
need~ a ater1al. We believe tbeae particular lteme ooul4 reaaonably 
be del ayed, a t l eaat tor the per iod or the -=-raeoor. . 

We underat&nd there are eo •rlok-up• unite now on 
hand at Ha1pbOQ&• We believe tbeae unite ebould w&it either the 
OOQ-plet1on or the Caobang- Bochib or the Knnmtng-Laoka1 h1ghwa:r, 
or •• an alternat1••, t bt:J a.lgbt bo tranah1ppe4 to ll&n&oou. We 
do not be l ieve t he •ptok-up• UDita are eo vital l :J 1cportant at 
pre1e.nt , .n4 •u.&S••t &I a.n alternat ive the u.co ot preaeotly 
inoperative Obe•rolete , wbieb we believe oan be rehabi l itated to 
serve the purpoee . 

The road building and maintenance equipment now 
being purohaao4 , ehould it possible, avoid the Halpbong oongeation, 
through proper eh1pp1ng 1.natruot1ons governing their receipt at 
Rangoon tor i mport over the ~~Burma Hi ghway, or 1t the 
arr i<ll ot thio r oad building equipment oould ooinoide with 
oom=enoement ot highway operations weet ot L&okal, the equipment 
oould bo traneported t o that point and build their way inland. 
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•••• • llll• t • :r awns n a-lp! 

!bt attaohocl oaloulat~ per fora&Doo or Obarooal ~oko 

1h011lcl bo of opeo1&l 1Dter11t 11l Tift Of tho cllanU1GD of 1010l1Jll 

l ublt1tut• at B.a. Dr. a . B. I.W18'. Tranlport CODfti"IDOI of 

Deoeaber 14th. 

I 11Ddorotan4 tho Jl)ro1- Dl'folopaont c ... por&UOD or tho 

Cb1D& 011 Procl,.ooro Corporation, b&ok~ b7 tho Bank of Chi.DA, Bank 

or c~oaUODa an4 tho P-..-ro Bank, 1a u.,...ln& a. obarooal 

truoke tor es;perS...ntal work CID. tM ~a,J betw• • 1Dezw' "l aD4 

Ch'""'k1DI• I &l ao ~orot~cl tbot tho o7Jlclloato t11l&Dotac tho 

uperiamt baa •~ plula to oGDl:raot tor a •'n'ew ot 600 tCIIla 
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per aoatb lHfteen the t wo o1t1••• U espla1nt4 to ... tbt 1JB41oate 

clulroo a Oonr-tal oODtraot tor a 111n1- per1o4 of 10 -tho 

to ho\ll auol1no - ..,._, ns to Chmslrlns oncl woocl o1l rotvn1Jl& 

at a ooat to tbe OOYen:aent, s-ruteed to be below the 001'eroa-ent• 1 

priii Dt OOitt 

(SI.gDocl) 11, 11. lhoobln 

cmrnsk1na 
Doo-or tttb, Wt 

• 

• 

. ..._... .._. Regraded Uclassified
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Ca loulatad Portoraanoo 
o ••• o. apeold ~00 Chuooal 'PI"'lol< 

o,M, C. Modol Ac-sos Cbaoolo equipped with o ••• o . R78 JDcloo, 
oYer o1ao4 ro41ator, Dual Portorm.ooo Aaloi A~lli&rJ opr ioso, 
onrload t root oprioao , 6 po , 32 x 6 x 8 p 1 Uroo, Abon 
obaulo oqll1ppo4 1D Cbloa with P. B. Leo, Ou Produoor to 
buro obarooa1i ar with B.a. Oao Produoor to burn Aotbraoih 
1fb1J"I &Y&ilab I • 

lattaate4 Cb&oo io wt, 
Stake Bod.J, Pro4'let.r, ete . 
PLJ Load. 

Or<>oo Weight 

Tllm LO!J!I 

t 200 IJ>o. 
2300 • 
6000 • 

11600 lbo. 

Tiro Load Capooltr 32 x 6 x 8 play • 1860 lbo. 
1850 a 6 a 11, 700 lba . About aame aa gro11 wt . 

!Qaina Torgue 200 lba. tt . 
Torque wU h Goa 
3~ 1111 , 220z.e5 • 1• 2 lba . tt: . 

Tiro RolllD& Ro41u 16.12 1D. 

Rear b -1• Ratlou 

t- Ooar 
S.ooad Gear 
'l'bl..rd Gear 
rovth ooar 

? . 23 to l 
3.48 to l 
1.11 to 1 
1 . 00 to 1 

Low Raos• 8 .10 to 1 
81gb Raoso &.83 to 1 

TRACTIVE lrl'ORT or Rill P1JLL lbo. 1D Low Ro!!lljo 

ro.-lar (l) To a T X l X 0 X a 1 1 ll ' 'b •c:tua 1 r a pu ..., • • 

·~ (2) a X 1000 oquall ria pull anilablo 
por 1000 lbo. grooo wt, 

Wboro C1ll oqvalo 
To ' . 
I • 
0 • • • • • 

Vabiola ~011 wt. • 1 1,600 lbe . 
orraoti .. llttort or Ria Pull 
JDcloa Torque • 162 lbo. tt. 
lba. tt. to lba . 1D. • l2 
Rov Aalo Ratio 1D Low R&o&o • 8.10 
!Olli.D& lla41U of Tirll • 11. 1.2 llle 
ataodar<l llttiohllO'f ot Roar Aale • ·~ 

/2/ 
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l'f 4, 

.... ,. • 141 ll 11 •JIHO ll o!9 . ... ·~. D. .1M •• 

...,., 1 • 1000 • & • 1000 .... & 111•. Ilia Pl&l1 t.'tallalllo 
per 1000 111•. pooeo 
Y•biol• ••lP'• 

C.t.I.CUU!IIP OIUill fi!ILITT D L!!! U1!!! 

.OIJ> 8PIID t.\ !100 1ft !11!4or D OIII IIAXI!I!!II P1AJi 

P-1t.r1 1-4 • Mf-
.. re 1111 1a ~ •• .. ••· per -to • 1800 

P 11 1/60 ftJ'o len per IIllo • • • 10, 6 

-:~ , a,'!j( • 

o 11 o.... a.u .. ot ... ar ulo u4 'l'r-.11-. 

!100 • It .U01 per -.. 1a 1.- .._. • U...0' ..-
16.1 i 1.1 

!Ojp t P!JQ p J4 'ftP! !D! prrrpm -•pll!JI OI g= 

~ - wUil Pnr~ ooer, 
. !100 

apee4 • idS a 1.1 • 19 lll.l oo./boe 

• • • tii1J'4 • • & • 1' • • 
• • ... .. • • • 19 • I • r.w 

• • & • ' • • • 

"" • • nr•' • 

Regraded Uclassified



Ca.loulatM P•rtoJ"'I&nol 
O.M.C. §peoial A0-400 Cbargoal fruck 

O, J!, C, llodol 4 0ll Cb&aoh equ1p~cl wltb O.I!.C. ~08 ED&lno and 

600 11nclerooclr1n 0 ·~•cl trannol.oo1on, 0 po. ~2x&ltl0 pl:r t1roa 
and 6,87 to 1 Ra tto r••r axl•• Abo•• ~haee1e lqu1ppe4 w1tb 
f,H.~I 0&.1 Pro4uolr madl 1n China to burn oharooa l, or W1th 
!1.8. Oa.a Produo1r to burn ADtbrao1tl Where ••a.1labll . 

WRIGHTS: 

:llt1.&&t.c1 Cbaaa1a wt . 
Stak• Body, Pro4uoer, 1to, 
... ,. IAecl 

Oroao Wo l&bt 

'riRB LO!pt 

4700 lba, 
2~00 • 
sooo • 

~ooo lba . 

'rlro load oa~o1t7 ~2 x S x 10 plJ • 2200 lbo, 

2200 X s • ~.aoo lbo. IXooocllne SJ'OOO wt . 

&e!WriCU. DJ:UI:Uio 
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1116111• ororquo au lbo . rt. 
'rorq'_31 w1tb 01.1 

3&' 1eaa, 2••x . 66• 168, 0 lba . rt. s to 

Boar Ax le Ratio S.67sl 
'r1:ro RolllD& Rae!» 16, 82 l.no 

t o 
o.ar 1 . "1'2 to 

Fifth Ooor 1,00 to 
1 'rot&l loduotlOG 60, 86 to 

!l!.t.CTI'fll IP70!'r 011 II II! PUt.L lbo, 

P or.alor (1) !o • U~OXI - lo ria pall lbo, 

P-la.:r (I) ~~ " 1000 equlo rl.n pull onilablo per lOCO 
ar•• wt . 

Wbol'O Yebiole IJ"OII n. • u,ooo »>•• 
!l'&otlU Utol't Ol' ll.a Pull ...,1Aa ~- • 111.a aa. tt. 
l))a. n. to lba. t.A. a 12 
..... Ulo I&UO 0 &, 6'7 
loll.\.111 l'Ulu .C ftNo • lS .U 1.11. 
8\IU>4&l'd Utlol-7 &0 aoa:r Axl e • ~ 

... ~ • w.t x ll.a.&!al·'' a eiO -. 10& lba,, 

oJMI if " lOCO • & " 1000 • ._,6 lba. 
ala ,.ll anil&bl& 

per lOCO lba. -· 
Yoblolo ••l.abt· 

-2-Regraded Uclassified



Rol~ Rooht..,oo t• Pau lloa4 ... rtao .. 1o 12.5 lbo,pr 
1060 ...... &tole n . , &1114 01"&41 Jl.eeiatano• tor eaob lJ or 
Grade la 10 lba. per 1000 lba. of ••blole •*• 
Thon, the , 6 , 5 1bo. &Ya1lablo a 1.DUo 22 , 5 1bo. tor rollLDc 

rllllt&nol 1••••• a• lba . tor sr&4• realat&Doe. !bit 11 
thorotoro IU.ftlolont tor 1,~ &ra4o OD 41root 10&1' o bon r.llJ 
loaded. OD loYOl road tbio ua11.ablo ria pall 1o uo4 t~~r 

I OOilt.r&tlOD, 

Ora4o 
Ilia Pllll DOr 1000 lbo, 

1n P1rat O.ar 46.~x7.&8<552,S miiua 22 ,51 SSb lba,s 
• SeoODd • u.&x•.Het~.6 • 12.&• 181 lba . s 
• 'rbJ.lo<l. • ~.5xl!,00•1u.e • 22.&• lto 1bo. o 
• Pourtb • 4 6 , 5.al, ?aa 80, 0 • 22.6• 17 lba,s 
• ruth • u .&xl.oo- u .& • 2.2,5:1 at a a.1 

ROAD SPUD at 2600 Ill'!! UIID"III IJOII!! IIAXIIVI! PIIU 

PolWilar: S~od • Jl 

~ 

~· 
~ 

18$ 

33~ 

ohoro IIPII lo lllatno Bon. ~ lllDv.\o : 1600 
r 1o 1,/60 'l'lro Ban. po r a11oo • 10 

o 1a Oear Jlatloa of rear axle and tra.uaalaa1ce 

1600 • ae .t1oo ~· hev 
10 X 6,11 

IP&ID WI!'B DJ!!IRDT TR&II!JSSJOI OIARI 

SJ'a40w1th ruth a oar, apee<l • 
1600 • ae .tloo/br 10 z ••• , 

• • f ourth • • • 
ae 

• IS • • r.w 
• • th1l'4 • • • 

ae 
• s:lll : l2 • 

• • a.ooD4 • • • • 
ae ... • 8 • 

• • • • tll'ot • • 
ae 

T:1'f • a • 
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Oa~oulated Portoraaooo 
G, II.O. IIP!Oi&l A.C•&OS Cbuooal '!'rltol< 

0.11.0. Model 70S tramo, ~61 Engine with Olutoh, oool1ng ayatom 
but o~u1ppod with Ao-600 axloo, apringa, atooring goar, 
trane•1at1on br&kee, ~ x 7 tirae, eto . Above ohaeela equipped 
i n Oblna wi th P. B. t.e Oae Producer to burn obarooal, or B.S . 
oae Producer t o burn Anthracite Where &Ta1labla. 

l e t1aate4 obaeala wt. 
Stak• 8od7, Producer, eto . 
Pay Load 

Orooa Woigllt 

TIRE LOAD1 

6200 lbo. 
~00 lbo , 
8000 lba. 

16500 lbo. 

Tiro load oapaoity, 34 x 7 x 10 ply • 2800 lbo . 
2800 x 6 • 16,800 lbo. exoooding groo o wt, 

Tranea1ation Gear Rat1oe 

::.Sb 

Bngino Tor~ua 28,4 lbo. tt . 
Torque with oharooa~ 
~~ looo~ 28.4x.66• 186. 6 lbo . tt. 

Roar Ax1o ft&tio 7,4,1 
Tiro Rolling Radiu.a 17. 85 in. 

LOW Ooar 
Second Gear 
Third Ooar 
Pow-U. Ooar 
Plttb Ooar 

? . 58 to 1 
4.~8 to 1 
~til to 1 
1,72 to 1 
1.00 t o l 

1 Total Reduotion 66. 1 to 1 

'l'RAC'I'IVE l!PPOR'I' or Rill PVLL lba , 

Pormular (l) To a T x I x 0 x B oquala rim pull lbo . 

PO~l&r (2) l: X 1000 aqu&lo rim pull available per 1000 lbo, 
VW &J"OII W'te 

Whore 011 lqi"l' Vehicle groaa wt . • 16 , &00 lbe. ,. TraotiYO ottort or rim pull 

' • JD&ln. Torque • l84.e lbe. tt • 
I • llu. t t. to lba. 1D. • 12 
0 • Boar Axle Botio • 7.4 

• • Bolling Rodiuo ot Tiroo • 17,85 in • 

B • atandord ottioiODOJ a t Roar Axl o ~ 8~ 

JOW 'fe • lf4 e6 X 12 X 7 •• X , 80 • lble 
17.8& 
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&1>4~ X 1000 a & X 1000 I Uo& 1bOo IUa Pall an1la'b1o 
tor 1000 lbt • croa• 
.,.biola .. 1&1>\ 

• • 

Pa1r Koa4 lurtaooo 1o 82.& lbo . por 1000 
Ora4o Kooiotocoo tt# oaob l$ ot Ora4o 1o 

lbt . of ••hi ole wi. -
'!'boD , tbo u .a 1bo. anilablo •!awl 82.6 1bo. tor roll1a& 
reeiatmoe lea••• 80 lba. tor pacle reeiatuoe . Tb11 11 
tborotoro, olltt1o1oDt tor ~ gra4o 011 cU.root soar wbon tul17 
loo4o4. Oil lnol roa4 tbio an1lallo ria poall 1o uoo4 tor 
aooel e.l"&tiaa. 

1n P1rot Ooar 
• leooD4 • 
• !b.11"4 • 
• • ovtb • 
1 PUtb 1 

!tOAD SPUD at 2600 RPII Wl4or I!GID I!AXII!!!I! fW 

Po1'111l1&rl Speed. • Jt,r.M, 
' s 0 

where R.P.M. 11 J:D&:1nt lteYa. per a1.nute • 2,500 

r 1o 1/80 Ur• • •••· por al.lo • t. 'T 

o 1o Ooar RaUoo ot !Panoa1oo1oo &1>4 Roar A.xlo 

aaoo a ao.a 1011 .. por hour 
0,7 X 7,i 

ROAD IIPitSD WI'I'II DIFPIRIIT TIWISIIISSIOI OIWtll 

~ Ora4o w1tb P1ttb Ooar, llpoo4 :' 
1600 • so.a a1loo/br. §,f X 7, i 

&ll • • POQI'tb • • • so.s • 18 • • r.w 
11$ • • '1'1111'4 • • • : ~~63 : 10 • 

1.,. • • • aoooll4 • • • ~~;& : ., • 

31$ • • I P11'1t • I = 30.6 
r.51l : • • 
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P · M1n1 at·•r Cb•pr n ...... 

.U a roouU or laot llicht' o contoroaco, 1t 11 •T Wldorotaacliq 

tb&t tbo rollowlD& aoaorol pr111clplu . ... to be followed 111 ...... 

attempto to break tho oxlotlD& caaaootlOft ot tho port or Balph0J18 111 

French Indo-Oh111a 111 oo t• ao cargo cooolgaod to tbo latloool 

oaooroaoat ot tbo Ropubllc or Oh1na lo coocorno4t 

1, Vtllloo t o t ho tulloot, tbo anllablo capaolt7 or tbo rr.DCh 

Il>do-Chlna Jl&llwar botwooD Balph0J18 an4 l'lme' 1141• 

A. 111.a1Data tor a leaet the aoctb ot J'atU&&rJ, lMO, the 

aoYa•nt of a~l raJ.l.••7 • tariale. t'bla tor tlw r·•••• 
that, ra1l• •7 aater1&le oan 0Dl7 be ua~ tor ooa•trQotiOD 

work on rallroada, tbat • ill not be oa.pl ate4 tor 10.. 

Uao to ocao, aDd tborotoro could outtor dola7 lD tho 

1Dtereat ot .OYln& ••••ntlal oargo. 

b. llobarao tho port or Balpi>Oftg 111 oo tar ao tbo rooolpt or 

trolght oonolpod to tbo l atlonal o ............ ,.t lo o""cornod. 

'l'hlo ohoUld not ettoot trolght 111 truolt, but tbo ootbargo 

ob~4 bo a&do ottoot1Yo ao qu1okl7 ao poulblo lD ordor 

\o el.Ja1.Da t e f"a.rt.bar o-ceetl OD.• 

o. U.tll tho prooaat c-ootl.., a t llalph- h olla1natod, 

latlcmal Oo•onaent trolght toraulr 4oot1nod to llalph<lllg, 

obooal4 bo oblppod tbrCNgh tbo port ot ROlli- a.D4 tbo 

'l'tllmaA.a- lllP•r • 
4, Oontor autborltT 111 ooutb .. otorn 'l'ranopartatloo Ocapanr 

to raoe1Te, ator•• olaar ou• toaa .. 4 forward all OO.•~ 

- atal trolght tbrOD&h tho port or BalphOftg. on.. exact 

~1'1 .. ot tblo .... , ... u •• u ... or autboritr to bo dopoD4ont 

,.... tbo tlao wttbln Wblcb tbo proooDt c-oatloo 1o 

olJ.alAato4, or tuil atiUoatloo o.r OblDa 'l'l'anoportatl.., 

c_,.,..tl•'• taol-UU•• are poeelble. •• no~ ncb 

-.....uaaUOD lD _,._ootol"D 'I'I'Uo~tatl.., 0- tw 
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tho reaooo that tha:r hau o .. ploto ooebol or oo-oallo4 

1111 1\ar;r ouao &114 han aote4 • • aaont tor other oon,..._ 

aontal aaonoloo, 1n whlob oapaott:r tbo:r ba•o .ado opeota l 

urans .. anto, lDolwliJ>& tultt ratoo, wltb tba Prenob 

ID4o•Cb1na Ratlwa:r •• woll •• tbe pro•lnolal autborltloo 

1n honob Iu4o-Cbin..t aDd 1n l'lulnan Pro•lnoo. 

2, ""thorlaa llwtb,..atorn ~anaport.atlon Ooapan:r to tranabip 

oarao and autoaotho oqulpooent tr .. llalpbons to Kanaoon •• 

olro-.etanoee requ.lre and tor the dvatloo ot the ... ra:enoy. 

lna-Ob 10 the OODtl.malq Ot tH!tlo tloo 1D !'roo Cblna 1o 

j uot II laportant 10 tbo OODtlDUlt}' Of trattlo tlOW t'f'oa 

llalpbODS 1n ol1111nottna oonsootlon, wo r oo-ODd tbat 

10\ltl:llreatern 1'r&Diportat1oa C•panr at bsaiDC ooaa14er 

OnlJ Ohll OOYeJ'IaODt tro1«bt OD tho ODO baDCI and allltlll'J 

on tbo otbor. lloutbweotom ~anoportatlOD OoapanJ to 

utllllo tho taollltleo ot Oblna ~anoport Corporatloo 1n 

torwardl.D.& C1Y'1l GoYel'mle.nt ouao troa h•'ac ud ita OWD 

taollltloo tor tbo turtbar hau4llng ot 111Utar;r oarao. 

~. V'tlllao all an11ablo railroad rolllng otook, tho property 

ot tho I&Uonal Oooon.ont, tho Dranaol Railroad, tho -­

- Ratllla:r or tbo 1'oauuul-a&oobwan Rai lloa:r. hob 

utlllaatloo oan pel'bapa boo t bo obta1ne4, b:r l oaatna ouoh 

rolUna otook to tbo honob IDC!o-chlna hllwa:r tor tho 

UllUii'YI llrYiOI of tbe •atiOI'lal 00YI,_.Dt 1n "MY1q ita 

oarao botwoon llalpbODS aDd -118· 
4. Arrana• wltb t bo honob Indo-Cblna Rallwa:r oltbor tbrooiP 

tl'attlo 1ntorohanso or t .. pol'lll'J l oaoo ot t bo 'Pl'onoh IDC!o­

Obina latlwa:r, ot at loaot 12 J[ll-tor o ot tbo liU>DID­

aa- la.llr.ad DOrtbwiiJ'd t'roa (),wlftl• U 1o t bo 1nt ont 

~l' u.J.o lll'I'&DS_t, to perlllt tho honob ID4o-Ch1na 11111 .. 7 

, .... prooont t ... •lo&&• or tho l'lulnan-a&oobwan lallo&J' 1n 

- .,.""'"' ot -Ins, u ~ tl'aoko, porlllttlnll qulok 

-.lM41nJ[ dlroot to traoko, &114 re•load ln& ot export oo.rao 
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tor tho ~·t~ .o•o to 8&1~. 87 ut1l1•1»6 • •••r&l 

locat1one &lQD8 th1e 12 lllo.ettra etrttob, and at a diatanoe 

trc. Da•tng pro~r, ..tditlonal proteotlou trca poealblt 

en..,- aot1rtt1ea t boul4 be attord.ci. ID tbe --•raeco7 there 

IIUit be in etteot, det1n1tt 1natruct1ona that no lo&4e4 

wa.aone U.J r ... l..D on band. at bai.D6 lon.ger than 8 bou.ra, •• 

otherwlat t.be .ax1aa oape.oltJ or tbe :railroad o&ADot be ut.cl. 

&. In eo tar •• Go•era.ent oarco 11 ooooerned., we abal l attempt 

to lo&4 wagon. a t Raiphcmg ••ar•gated aa between a111t&rJ 

&.Dd c1Y11 Oo•ermaeot. ft.l pul"poae or t h la aegregatloa 11 to 

~rmlt Soutbweatu•n Tranapo.rtatlon Co.panr to load 41r·ectl7 

into itt truoka at 1\lr&aing all cargo oonelped. to the tilitarr, 

and Cb1Da ,....,aport CorporaUoo to lOOAI 41roct~ l.Dto ito 

truoka all oa.rgo oooelgned to Ci¥11 Go-.ernaen:t qenol••• 8 7 

coneldtrlns during tbe period ot emergenor at leaet, oD17 

the two .. Jor GoYenaent tre.n.aportatlon aaenclea, •• ahoul4 

al1a1nate oontua1on aDd poaa1ble cOJJ8attlOD at b•'ns, aD4 

it 1a of the utaoet lliD,portanoe that Jt\mming be kept clear ot 

oocaaatloo to aaaura ooot1nult7 or tratt1o tlow, whiob 1n a 

.. aaure 1a j\llt •• iaporta.nt a t 'nr-'"1 •• at Ba.tpbcmc. 

la a lao 1aparat1Yt that China !ranapOrt Corporation aake 

adequate arrans .. ents and plaoe a co•»•tent operating man in 

ohara• at rurmtng, 1D ord.tr that •• - 7 ••old. t he poaall:iU.tJ 

ot oonaeat1oo at that point . 

While • • UD4aretand t he urgent requirement• tor gaaol1nt auppliea 

and oert al.n raw aatarlal.a, I believe it would be halpt\tl 1t K:r. 1'. L. 

Soong would be pro•14ad with an appro•ed l lat ot oargo at Balpboa& 1D 

the order of naa4e4 preterenoa. Tba ••l aotion or pr~terenti&l oargo 

to be MCSe entl.rtl.J b7 )lr. 80008 and bit ata.tf, a a Ya.ryi.ng o1r·C\l&St·&n.OII 

.. 7 41otato. Do&lla6 1n poroontagoo of an unknown qyant1tY 4ooo not 
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app .. r oo loaloal, u outl.ln1D& tho probl .. to hla, 111 ordor that 

duo 40fto14orat1oc aar bo &l••n to pooolblo &441t1ocol ooot or 

tranab1paent to Ranaoon and ao•«ment o••r the !Unn&n•8ur.& Hl&b-•7• 

301 

Oaaol1ne requtr .. enta, we un4eratan4, ara to be pool~ tD eo 

Haiphong 11 oonoarned and d1atr1buted to tho ••r1out aaeno1ea 

at Jtw>ai.D& b7 tho L1qu14 Puol Oootrol C...,1u10ft. In thlo oom>eotloa, 

4treot rour attention to tba &btolute neoteeitJ of aaaur1nc an 

adequate a ••olina auppl7 tor botb IOQtbWIIttrn !rantportat1GD Ca.p&n7 

and Ohln& 'l'ranoport Corporation 111 ordar that tbo oont1Dul.t7 of t rattlo 

tlo• r r oa l",.'"l to t he 1nt,er1or • Ul not b4 41atw-be4. In tb1a war , 

the benafl ta of a aaootb. flo- of tl"S!f1c oan be beat &lt\U"e4. 

B.B. Dr . H.H.I\mi 
Southweatern Tranaportation Co. 

Attention Mr. T. L.IOOD& 
China 'l'ranoport Oorporatloc 

AttentlODI Mr. Y. c.Chan 

(S1gno4) • · 1. Shoahao 

• 
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Bnoloet Mr. Baaa1'• report. covering the eurvey trip over 

Lubeien • o~t-orr• to KUnming . We believe AI a retult ot thla 

t.b.at l t 11 teaaible to operate tNOk·t raotor and ttml• 

lor oq~1pmont oapablo or ha~l1ng a m1n1mua or 9-ton loado 

thit new b1ghW&7. Wt also rec01r.m:end that due to the ntwnete 

tbia blgbWIJ, that trat t1c thereover be reat r1ote4 . The new 

upon the oc.pletion or needed lllpro•e&onte will undou:bt~.T 

aoot bolptul 1D reUertng poaa1blo oongut1oa at J(~ng. 

bighlJ probable that the conoantratlon ot tonnage •1• the 

French Indo-Cb.lna Railway and the Yunnan-Surma Hl gb• •J at Jtunmtng, 

• 111 11101111tate l&rl7 1naugu.ratton or tho d.rlvtr re lay plan or 

oporatlo~ tor 2• boura daily, and it ia our rooommondatlon that 

or the now highway be porm1ttod ror a Umttod 

number Of VtbiOltl , particularly tbOIO Of thO l&rgtr tJ~O (Truck­

TraCtOr Stm1•Tr&1ler) to be operated by the Cbina Tranaport 

Corporat1on. 

(S1good) K. B. Sheahan 

Ch~k1ng 

02 
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... - ... ao, ua• 

1eo loadwaJ qdto •- •• to ...,.._ aa4 """••• the n.rtaoo 11ae 

b- aol"'lbbo4 .,., or ola7 bOD4 to ~eb&DI aDd 1o q..S.to roup. 

~~· '!lalloball& to '-•baD& ab ... t tho 0 ... &0 roroao1 .... 

t Lla.a&Ob&D& to to1'1'7 at J ew LitUo llukot ., ~ n.,.. RlYOr, 

tbo bi&b .. J boo • ta11'17 ,_ ovtaoo, l-J' aD4 tb1D b•t -

opallo4 out, -ld ot&Dd a ,_ oUI'taoi"' ot ~lor at.,.• &Dd 

than, rollo4 IJl ooroODi"'• • otboi'Wioo ~ o-laillt lo \botJ 

1.1 l ,D all r0&4a, tbe OUl"'YII are ot toe abol't a ra41u, oart'1wal.7 

not &1••7• 1D the l.Atereat ot laDd. oOD.aenatl•• 

Ull u ... aa - .... tr• t.aa•b081 - load •n •as• .... ltora 

...., . .. tr• Lw>Sob.,... 

load boa Len naa aa to .... l'uc· 
load 01ll'f&OO OYOI' tb.lo t11'0t portio& lo or lli'fOI' bottoa 

utorialo with oaadJ' ol&J' bolld will aot lOot 1l&dor b.OO'fJ' trattlo , 

1\00lOO aro rouad aad wlll aot oto7 well bolldo4 wboo wot , -

a oo4 o&Dd (ob.U'p) r..- IJl Bolld. nowo4 otbor worabOQOoo aD4 

Porol.p ftoado Ooooo1od ... o &odOWD• (loo PorriOo, Stott .... I< Dope) 

- tol'l'7 oroool"' bowooa Little II&J'kot ( ) &Dd La 

flu I & at priiiDt ltl"fol't'll oroaaiq the f:o ll&ae t o Laabal• aa4 

tbon attor pani"' thl'u tbo oO"'ooto4 ot rooh ot tblo olt,., 

onotbor oronlD;~ to Len !laD B• 'fio tho Y.,..tu tol'l'7• 

J'!F!lOOe itatlOD I< lbopt 

Ull !ion B• 

1.1'. lbop u4 atatloa. pHpel'tJ. t aorea or M MW, 6'7 . 0 ... 

tra '-ob&DI - Dr•• lnl attaobo4. B1llldl111o 0-lotod, ... rll:ad 

Ia -· IOI'tb or tblo otatl ... lo tbat or aoutb'O'oot ftoanoportatlOD 

Ca.pa&J' a YorJ ,_ l07.,.t pra otloallJ' ooaploto4. 
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PUr~r north a loac r 1Ter l o tho Porrr wblob 1o be1Dc rop141J 

tcotalled, aloo Qua7 arrangement • to tao111tato ito uoo tbru a ll 

otagu or water. 'l'hlo bide fair to be an 011totandJ..ac pteoe of 

work, well ena1Deered and well built . T'~ar7 worka, IIIJI:e ita 

uee pOJalble at preaent . C•plet1on pr<ateeed 1D 4 aoatta. . 

One lll..,eter t o tbe nortb 1o t be oont .. plated traneb1pp1Da 

point to Yangtu J>mko or e&ap&Ao. 'l'ho KlneW>& lte ... blp Co. ban 

alread7 t.Data.J.led their 'baf'&l tor aoorina, • • well aa equl~•t 

and tloate, to prortd.e tor unl.DterNpted uee tbru all wate.r etac••• 

!be proportr bore , oelootod tor godown and unlood1116 

taoill tie a baa not be e·n de~eloped 1n an ••7 at preaeDt, I.D4 11 1D 

oropa . A ebort r·~d muet •l•o be 'b\lllt to reaob thla propal'tJ• 

llomedloto traneblpplng oo.n be t ao1Utated before worlt 1a •-leted, 

b7 aoTlftS barge ooutb to Perrr looatiOD and uolng alllt arr drill 

grouod tor a l oadu.g and \lftloadlng area . 

Between Perrr location and tr&Dob1pp1ng po1Dt, "" the read 

above hlsb water level, 11 firat, tbe wa.rebou.ae of the Cb1Da Tr•••l 

Sor.lce, deToted to (projected) otorage aDd tranoport of eleotrloal 

equ1paoent, tblo CQOIIp&nJ operate 1B truclto for tblo pw-pooo. !blo 

propertr •braou apprOO<. 2 aoreo, Ofl>iob include loading o'""pound 

ourrOW>ded by thre e ware110010e type Bv.114lngo, apJ)l'""• :101 x 'II' -

two gate Bouaea tor ottloe &D4 ator&&• • 

~ 04 

!bon adjaoont and to ~ lortb 1o the propertr or tba Porelp 

Tl'&de C-oolon ror the etorage of wood oil, 2 bv.ildlnao ~6' " 1.60' 

••• n th a oap&oit}' or otorage 111 BBb. or 1 , 000 tODO. !be J)l'opertr 

1o appr""• :1001 X act 111 area. Ground lnel otorage 11 oontwaplated 

wlthoa.t pl.att'o,.... 

In oODt-lat1Da tb1o entire o1tuat10D, it 1o firot aoot 

lacioal to dloaloo tba olty ot l.al>.olen rroa an ooaolder&UCM> 111 

&117 plan -rao1ca tblo area . 
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It 11 .. - a poi.Dt in t .bo RtYer boJ>d, l'oqu11'oo two t.,.I'J 

oroooingo to onto!' &Dd/ol' leaYo. ~ o1t7 itoolt boo boon totollJ 

deatroJ•d b7 tbe •n-.r &D4 4oea not oocat1tute an eoODOaio &4Y&nt-ae 

to tranaportattoc. AnT neoeaait7 tor oargoe del1Yery 41raott4 t o 

tbio OltJ 0 &1> bo .ado bJ PorrJ• BOWOYel' a.ll other trattlo ...... onto 

O*.tl. act.antaaeoa.aq &'t'o14 the d.OQl)le oroaaiq ot rt•era b7 .o•iD& the 

L1t t l o Morkot Perry to tbo oaot oldo or tho CltJ oDd .., ... onto 

dll'ootly tr• Lon Tlon Ba to L1ttlo Mukot .ado, or now torr7 pooltloo 

located at Se Tea Ba GaD be aata'bUebe4. 

At L1ttlo Market tho hi&b• o7 approoob to tho Poi'I'J 1o oloo 

thru tho OltJ• 11b1lo thb Clty lo - 11 lt o leo prooonto a tro!!lo 

baasard therefore, l t la reoo--eDded that tbe road be exteaded 

uOW>d book ot oltJ oo per .ap, to r-o• the PorrJ (~loaao l 

oroaelng d1atanoa and ••old atreet oonceatloe. 

Lon Tion Ba to 1111. 1\u!a • 11.& Ea. 

Brld&l • ourYta and width or hlst-•:J need l.lum"o.,. ... nta . 

SUJ't&oing too thi.D, l'&ftiiOO oolJ bet1JOOD ll aDd &f 11>0bo11 

lopo or oabankmonto I.D !1111 too otoop and lo oll41D8 out I.D 

ploooo .. peo1&117 on book tlllln8 a t hrlllgoo rttbout • ln8 

Bo olp ot trottlo OD bipaJ, 

,!!! Toao Til lOll l &J'BO ,. .. brlllgo rttb badlJ do!ol'llod arob 

OD tar aide of br14&e, atoae .. tertal, ••rr aott. (Por ploturea 

and dotollo, ooo Brid&oo and Porrioo) . 

~ J""otiOD ot Yanatso and 'flm6 L11lB Bo onYlolOI>Od tor 

poulblo ti'&Dobipplq polnt tborob7 oYoldlJ13 torr7 at llo. 87 tr• 

taacoh&DB o•or lUan L1DB Bo by oh&ftllinl rood looatlOD to rlYor. 

c---late4 tho T-U• ot tho T-too and time LiD& Bo to 

enYlolao tho peool~i,loo of ~•lDB thlo loootlon tor tr&DohlPPiDB 

\o water earrler 1D pretereno• or alteraat• to tan Tlen Ba . 

~oo PlYero Jei.D bora I.D a bl'oo4 flood plain, • h1Gb • ooald 
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roq,.U.. pa'f'iq • r1YOr ""'"- r- to faol U\ato opproaab to tloa\ 

bars• tor traeob1ppoo~t ot low wator otacoo ODd woul4 r~lro 

oootl.lmal IIOY!,ac ot ,_tocaa &Dd tloet u water rla•• or n o .. ••· 

~o aoo .. pllob utllloatloo of tb1o looot1oo, wo.l4 roqulro 

roloootloo ot ~1 or braeob roo4 ODd poralt tbo oYo14aeoo of 

tho lD&D L1DS Bo PorrJ (~ oUbooquontlJ br14&o) at mo. 87. A 

ou1D8 1n U'anab1pplq of • PPNII<• 18 mo. ooul4 bo ottooto4. 'l'blo 

propooo l Wbilo appoorl.ns to bo traqbt wltb ~ objoot1oooblo 

ol ... nto ob011.14 bo 1nnot1&• to4, oopoo1dlJ 1n tbo oooo of ·­

oot1Yitr to.pOrar117 41 oturl>1ac tao1Ut1oo a t Lon ~on ea . 

~··o ~·1 JAG 81'141• 

'ftllo Br141o Wbilo 1n appoaraeoo, loolto bODdo-lr 4oo~ 

on4 woll built, 1o ovpr111"117 bod. 1n -.ar 4ototlo . PrS...rll7 

ooo uob oo tho tor - ot br14Co &e4 oo tbo rl&bt o14o 1o ba417 

4oto,..4 an4 bao roaobo4 an at.oat borloootol l1no wborob7 it alpt 

oollopoo ot ito """ wo1S)lt, tba loft bdt of tbo o.rob boo •l.nto.1no4 

a ooto pollU OD ot r..... - otooo tr• Wbiob tba brl4lo 1o built 

1o YOJ'T oott ODd opUto 1n •-••1•• Wbotber or ~ot 1t 11 

a4Yloablo to ro•lntoroo tho f loor of tbo 111'141• •1 tb • rol.nforoo4 

oaoroto olob or u -tl• t ot tbo arob ODd I'Ob1&114 u wttb 

outtablo otODO to Ol'l&iDAl aJ'Oh 411MD01•• • It •- rooo.-blo 

t O OUWOOO that tbo later OCII014 bo OOO-l1obo4 WltbCIOit 41nrolOD 

ot trottlo, ao 4otoraltJ 4ooo aot oat- aor ooo w!tolo or tbo &rob 

ODd o par4 roll ODd trotf1o •Ar'll1nl -a bo uo4 to •.l.ntaln 

\rott1o 1n a olqlo lane ao woool4 bo -••••1'7 aloo 1n t bo oooo ot 

o ro-1atoroo4 olob ropolr. Proper obor1nC ot tbo arob boiq tbo 

ODl J a441UOD01 Up&DIO 1n tbo tlrot •tbo4 IUid tbo repair olal> 

•\orl&l 1a tb& latter, ollr!Qo -nor wltb tho pooo11>111 t r ot 

ool lapoo of tho aroh 1n tbo lattor oaoo. 

- U.,. .. fOJ'J'T -Joot, .._. bolq bullt oo l>otb o14oo 

--bla ... It ••It 1n procroao, -•otlooo -· t• thO • oo 

e1 ,__ dlioJ'1al ~ -tor, t o ltoop opaoo ot trottlo r~roMDto 

-
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lrid&• oont .. plated w01&14 reqllire 1 ,.. ... to buil4. 

IXiatin& pioro or ol4 Min& DJD&ot7 bri4&o otill outrioiontlT 

oolld; Witb eJCOOption or PIU' &fttaent, to Rppoz't IOod woodwn bridae, 

appuont17 tbolt Hero Itt on oolid rook tbat I>Ao not ooored ov.t 

tor oenturl••• 

!laaD L1na llo Pol"t"J' 

Oonoidorablo oonotruotion aotiYit7 at tbio poi nt 1o oYidont. 

!he Raapo on oitbn bank aro bwin& prep&rod and oonotrnotod or 

atone. !be location •• per pho\QCr&pb la 1n a narrow 4•ola•1t7 

with ab~t aoll b&nka OD either aida, the r -.p aton. work 8 .. tara 

w-141, l a Yll"'J coo4. 1'be o•platlon 1a ooct•platM 1n the l&rlJ 

aontbo or lUO. 

Wbile tbo oonotruotion work at tbio point dooo not 1Dtor ror o 

Witb tbe .OY ... Dt or tratrio to &Q7 &ro&t doaroo, it io rolt tbat 

tho ponto011 bri4&o be ooeploted witbout dola7 to raoili toto tbo 

conatruotlon ot the r .. p,, •• truoka atandtn& 1.\\ wait tor t•""1 

1Dtertar• With t~ oooatruotlOD. 

Propoaod Brid&o • 'l'bo bride• oont .. ploted ror tbio looat1CII1 

11 daaiSD~ &D4 ••••ral looat1ooa teotat1Y•l7 ealaote4 . Bo-a•ar 1~ 

11 ob•lwa that at l aaet ODI ,...1" wCNld baraqui.J'ed. to oc.pleta a 

bridao or tbio tTPt, durln& tbo 1ntor1a and oopooiall7 a t b1&b water 

tbo looo or tt.. at tbo r arr7 woul4 bo oonaidorablo and tho poat0C111 

bri4&o would bo tapoooib l o or utiliaa tion. !berororo it io rolt 

tbot aroater rao111t7 will bo ortooted in utilisation or tho prooant 

oito and rooooiain& p1oro or tbo "MiD& Bridao", ror tbo ouppoz"t or 

a wooden tl"'UII n ,peretruotura . !'b.la abo\\ld r•ctui.r• the oonatruot1<e 

of ~7 •• abut:Mnt e4 rapa1ra to tope ot re.a1D,1ft& pl. ere • !'be•• 

piel'e b&•• etood t!W ra•ace• of tl.ae a.ud flood tor •••eral centuri11 

&D4 ~ DO e lsa. at loW water ot baYlDI ecor~ bae• • • 

"'- alto of tbio prooont laoat1CII1 Will roquiro l1bor a l1•1n& 

.,.... •• at bo\1> br14&• ap-obooo 
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'lbo tiM roqu1ro4 OODaoquont17 to build tbo YOQoo1&J' u ob 

br1dgo woQld bo• o l1ttlo 1! &D7 ottoot on t ratt1o ao•o .. nt d~1DC 

the 1nter1•, a t i ta propoeed looat1on 10 .. t er e up etreaa. 

atone aroh br14a• over the ... 11 r i ver at &ban Ma Chang, 

' 07 

t (132 , arob oraokod oloar t~ br14go and approach quito undoo1rablo, 

•s • our•• oD botb end• of bridge too narr·ow , approaobea ebou.l4 be 

rolooated . Road »••••• tbru congeated town , a l ao UD4ta1rable. 

llbaD ... Cbona Br14go 

'lb1o br1d&o 1o looatod 1n tbo a14ot Of a ... 11 OOII&Oot o<l 

t ·Otm over a -.al.l e~aa. the u cb ot wbiob 11 ba41J or acke4 

latarall7 &D4 11 wnate tor h t&YJ load•• An S OUM't a pproach aa. 

either end both narrow and ab&rp* .ate the entire aaa-.bl7 a .oat 

r1d1oul0\la SJ'O\I.P ot oircu.et anoea nee41ng t..se41ate 1apro"Y ... nt. 

Tbo oolut1oa of tbo problem 1101 obv1ouol7 in relocation ot br14go 

and blgbwa7, protorabl7 and log1oall7 out ot tbo prooont aroa. 

The hlabwa,y 'berond tbla Yllla.ge oont1nuee q,ulte narrow I.D4 

abould be widen~ wben r elocation 1• aooo.pl1the4 . 

Largo SWig UOD6 - atone br14go 7 aroboo - (82 b. tr<a 

Lan 'f1on Ba ) 1•e Iii. 
23 11loo. ot tair r oad dra1nas• badl7 1n noo<l ot tapro•o.-nt 

an4 till over a pproaobea and br14gea nee4a ralt tDc• 

8u 1\mg to Ch1h Sbui Ho - 95 lilo 

su lUng 

8oocbwan- 1Unnan Inotallat1on 

!blt looa tioD euita~l• t or •c• tbOp, baa Yar4 whloh 11 teno~, 

two oo••r~ • •r•1ce ebeda witb 14 atalla each an4 •~ll buildin& 

with t hre e &641t1CIIIl&l a t alla and ahop apaoe . Ground wltb.l.n renee 

approx . 86•-o x 300•-o•. Soutbweat Tranaportatloa baa parking apace 

aor oa a b.l&lzw•J'• 
atdu 1'1"'&••1 Sent.oe ua hotel aoutb of Shop Looatlon wb.lob 

• and with a ateep ~ade ao tar aide 
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11 700 .. toro fl'Oa o1t7. 

Botol loo~an YaDD&D, DOW 1n opor~t10D, ottoro ozoopti~l 

aooc..o4&t1ona. 

S~ lUD&, ~d41t1on~l ab1pp1D& t~o111t10I I 

Tbo Ri'for aoo-odat1ona hero tor ob1pp1D& ouaoo uo tOiJ' 

tboueh •••aonal, •• to oar&oe oapao1t7• 

Sallpana OUI'J oalt ~P ot roaa tr011 lobe &n4 return -

a treaa •pt·r • 

!be 1111 ot eaapana are wullJ 1 aeter 1.n 4eptb, ~ •t•r• 

1n lo~~&tb &n4 5 .. ton 1D Boaa. At prooont 1.., ator lR/t~t t1>t7 

ou oul"J' a,ooo oattl••• 

It tbo •~tor 1Doroaooo 1D 4optb to an ~t1oGIIl U 1Doboa 

) tbo7 oon tbon loU liP to 60 , 000 o~ttioo, 

ll'rOII tbi o point to •U'Cih tbo obuao tor 100 o~tt1oa 1o 

Clltl.eO, 

Tbo j~DOJ ~p otro&a r oquiroo tb1rt7 4~7• or looa Wb11o tbo 

d~n atrt ... trip la between three an4 a1X 4•7•• 

Ot111sot1on ot tbia -· ot tranoportotion b7 tranohippoent 

a t thla pol.At will .r•~••• truGk tra.naport of a t l aa.et 113 Jd.l c.etere, 

to Len n on Ill&. 

!!.!.... atop 

I! ra. out 1napooto4 &outb O~t• J>r14&o 'RC or4or o work otoppo4 

- ueina woo4 t hlal to t lll 1.n apa.o• between \&D4trt1ae4 a t0111 work 

an4 ••ont1D& 1D. 

Soutb Oot o Bridgo 

2 Ul..,.t ... a trOll ·~ l\ml 

&D 1De~ot10D of tba recooatruotlon work ln procr•• • on a 

u-ao4 opu ot thio brldgo 41oolooo4 tbo III&IODo uo11l6 10"6 woo4on 

ob1ao, 1D ~11 jo1Dta, ao t1lloto. 

!b11 ._.thloal an4 d.anaeroua praotlot • •• oooaaloa.cl tbru the 

uo ot poorl7 oat &n4 -.ra1u4 otono an4 tbo o•ont1n& O'for ~t tbo 

jo1Dta h14 t bo 41ooropono1oo 1D o..,.traot10D. 
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U t er a oonaultat loa. Mr. !' . 1 . Chao w1r4HS aeot-l caa l enalneer 

to etop tbie pra ot1oe, r•o•• tbe wooden abilu and r -=a1n to b&eteD 

and e·t1;per•1•• the oo.plation ot the work, 

'fbio brid\o abo l&oko • ln& walla and rotaJ.AlDa woll ao 1D 

the oaaa ot ••••ral oew b:rtcta•• 1D thl a • otl oa., 

Padd7 t1d do d1oapp .. r1na, aountain roado bog1nn1Jl.&, ta1r 

IW'f &oi ng ODlJ• 

!!! l8 lll~tera out 1D Mo Tau Doag area road waabtd out 

1:A Peb. and Marob during o•ertlow ot Rl•er, new poaltl OD or road 11 

on dangerous &ro\U\4 du e to undergrO"UAd aprlna• • 

... T I U Doug • ,!!!! 

18 IUl .... t or o tr'*' Su '!1mi1 

!ho h1ghwa7 io in a vorr YU1norablo oituation thru porallollna 

• rlver that 1o rampant durina tlood &n.d loooted in the aldot ot an 

area boney-ooabed with apr1n&•• Tbia aeotlon; Which washed out 

loot opr1n8, obould be rolooatod and/or the river riprappod to 

oontrol H . !he road bod ohould be rt.1ood and tl:at aeotlon 

endangered b7 olll>torran .. n opr i.DS• ohOUld bo o •»lti plo aroh 

oul vert oeotion, br i dging tho outloto ot t ho oprings whioh now 

underlie i t . !bla would per.ait the t ree f l ow ot water 1n eit her 

41raot1on dep.ndiD& OD aouro• and vo~~. 

Raoc.aeDda tloo• tor obaqta 1D location •4• to ~·•r 

to nc. 'rhla 1a ••r J ilaport&Dt. 

~ Waoh out ot br111ao a t ~n Che to a.nd elide out ot 

aounta.1u.1d• • ODlJ n&r!"o- paaa a't'&ll..e.ble, wooden bridge; tDpor&rJ, 

total of 2 ldl .. ,e:ra of • • r7 b&4 &Dd tort \lW. r~7• 

1.& Tau DOllS - !!!! 

l&n Obe to 

Waah out ot 8r1d8e and olldo out ot aount t.ln oido hlvo 

oreate<l a dea~l'&te a1tuat10D at tb1a po1ot. '!be tempor&rJ br1d&e 

here will out!i oo until tlood however tho otono ar<>h bri de• to bo 

r eb \lllt ahoul4 'ot l ar&• aoou.sb to pr event reourrano• ot thi1 •••bout. 
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LooatlOD 20 ldl .... tero trca Su lUJ>& ( a .. ploturoo) 

Reta1nin6 wall wlll aoet Uke~ be noceaur7 to r.bulld roa4-

way at thlo ollde , 

Altitude 1noreaa1ng 8t &. aatara . 

~ aoutb of Mon1 , one ••r7 bad ••1 tab baok::, abort ra41ua 

curve ond no reliet in grade (8oo Oba Taul) altitude here 1 , 080 aotera. 

J!!h At ?8 1)1, a ... r7 bed mud aUde, r;.wan Oho. Thta 11 just 

botore the blgbeot point, tb11 pus. At 80 )[. beJ(IID4 Su lUJ>& e nr7 

d1!t1cult grlde onoountorod ln !orm or abort h~ th1a ohould aDd 

oan be aodltied. llbl Shan !Dian pan 1?06. 28. CUlvert• not a ll 

aounc1 and ahoul4 be oaretull7 lnapeoted. bator• ra1D.7 aoaeoo. 

Vi cini t7 o! Tung llun Oblng 

At G2 to G~ 1. ver7 di!!ioult conditione are encountered 

oYerb.an41ng rooka and elida took out pteoa o! road. Ret-&1A1D& wall 

buil t hol ding or oupport1ng road . very bad hump belns reduced w 

to be reduoltd. IJa:.e41atalJ tbere&tter no• br1da• over undora.rOUDA 

river juat !1n1oh6d, •a& a t tar aicla in approach due to blgb till, 

aottl1ng 1• baing beno~d, oood1t1ona here are ~uite deaparate , but 

being diUgentl7 oo.batecl - With caution ueed, can aetel7 be 

negotiated . !bia ant1r• aeottoo of B1&b••7 require• conal darabla 

work to raiae 1ta atan4ard to that; whlob rill be raqu1rd and 

demanded of it , wltb tho &4•ont of bt&YJ tratrto. 

Down graclo into Ob1b Shu1 Bo, night otop a t IDgineoro O!tice. 

Altitude ~80 - (gs liloeotera !rom llooda7 tho 4th) 

IY~ Shu.\ Bo to Picbloh - 88 llo • ._ Oblh Bbui Bo Station and Shope 

atetion whioh will be ueed eventuallr 1• now ueed •• englneera 

oft1oe . atat1011 11 a·\lit&ble for lunob etet1on or lmergenOJ nigbt 

etop. 

lbop taoili tio o canei a t or well graded and !onced propar t 7 

100' ,. lSO' wl th •-ll building tor • c • ohop. 'l'broe atallo ono baYiDa 

a pit, • • ry - 11 b\lt edeq\&Atl wader aor.~&l at.an4ar4a . 
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Oh1h SlN1 Jlo Br l4&o 11~ 

~J ohaac•• ln do•lSn• and projooted 1ooatlono of thlo bridle, 

!J&o b .. n ...So. llllau1t&b1o fOW>dau.., looau..,. uo p .. teot probl•• 

~o111on to Mkt teat tor tootiqe approx, 100 Mtera up-at:reaa tr• 

pro•1•~•1J aooopted al to . It unouit&blo o0Dd1t1oo oz1oto, old 

_ooatlon • 111 be uaed with 1Doroaoed taotor ot oatotr 1n pier 
VI 

toundation dt11&n•• 

I Pontoon br14&• 1e now 1o uod but at tlood otoao eith er 

tomporary bridle coDte~~Plated botoro .arab or -ra..,•J terry will 

bo ~·•4. !he poraanont bridge aball be a s~ .. tor pooy t~•· 

atl"Uotve. 

Bridge 1ooatlon dhouued and aurYOJ of oho1oo of looauona 

made, Tko not 1D t aYor or an7 projeote4. Pinal tite oboaaD , (lee 

BrldJo Shop A 5tatlOD P&o1l1t1oa, aloo aoo Shop Looat1oo dota1la ) 

l!1glnray ol1aba a toadily out ot n llor to 1'130 11, &red• quito 

boa~ b~t not •••r lo,l tho road hold• to a aonoral alti~d• ot 

a pproz, 1600 Ke tera. Ylrf well au.rwa7ed. and 10) a ted, 

Onl7 or1t1ol .. 11 oa a matter ot appr oz . alx ••r7 abort 

ra41u OUJ""YII aD4 aix aw1toh baoka tbat are Tlrf a ttlp at end.e that 

t boul4 be tl.&tteDN ooDa1~rablJ• !'beet ••ltoh baoke r .duoe tbrt 

Oapao1tr ot tho 100da our1ed d~• to their ap1rol ohoraotor, Othor­

• 1 •• thla aeotloo or tM ~·r la qW.t• an bel"olo pleoe of work. 

Piohieb to ••'?'?' - l?e Ea. 

P1oh1ob - Statloa, Shop llnd 'fora1Da1 

ltot1on llDd plant ooDt osp1otod at woat end ot oitJ oata14o 

ot wa.ll. ao bu11.41.DC• ereoted or etartM •• r•t• 

' ..... ot 40 - approz. :130' z 408' to ooo_..sate ea 

'"'alta , • oh1no obOp and oon1oo otation, bo1Dg propuod. Slue 

Pr1ut• attaobo4 wt aaoobwon YUnnllD plOD tor th1a 1ooot10Do 

·- .. 1 ... and tall• with nor 1DOroao1ng o.lt1tl0do • 1th aood 

,radiant• &D4 o.rYee tben 40WD to r1••r a t ••••n 1t1r pa11 w~r• 
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pootooo orooolAI io 1A oorTioo. Brid&o Pior otill ot&D41mc or 

ChiboiD& bu ~l'id&o 4ootro:r-<~ b7 tho o-tot &1'11:1• 

OhihoiD& bi.D Brid&o 

'l'hio ~ri4co will bo robllilt, nont u&ll7 witb a ono opan pon7 

tru•• • boweYer a 40\lble lace eal peraaAernt woodeD tru•• 12 tOll 

oapaoit7 brid&• ohould ~~ orootod on tho old pill' I.D4 abut •ODt now 

otan41D& or robll1U. 'l'ho -tooo now 1n oorTioo will bo 

1n&4oquoto 4v1AI flood otqo. Co.ploUon of thio ~rid&• oxp~otod 

bJ DIXt Jl&rob. 

!bio &I'll ourr011D41.D& tho briqo 1o atootod with BIUI41t 

bODdo Who torroriao tbo naUno aD4 wor- aD4 I'OOIDU7 o-ttod 

a p&TrOll rob~l>'7• 

Altl,\ldl 2'100 I, Mil la&l •rUre DOW :run 1D'f'll"lll7 to !)me' DI• 

73 ~u ... out a t ll&l'hr lo. ~ an4 oxhn41J11 to lo, ~& aonro.l "1'7 
bad our•• • are enooUDtered. ril411le enti.r1l7 too abort , ebCNl4 be 

oorreote4. 

CrOll Y&l lo)' or thO T& II& Ohioan Whol'l ti.-bU bl'id&l il built 

OD p111A& ODI es-u lhOWI 4efleot10D Oil traolt OI"OIIi.Dc, hcJiWIYil" 11 

&aplT ooto tovr ( t ) ,.., oiD&lo ailo l oa41ac at a tao. 

T& ... - Bl'id&• 

'hiiPOII"11'7 ~ride• 1A&tallo4 ot pillai m4 ti.IIMr, - opoa 

ohowo 4oflooUon ac tbl p1ao1AI or 10&414 n hioloo althoach oofo 

• ton • 111&1• u l o loa4o. C...t-lato, 1noroao1D& loo4 oopaoltT to 

1.2 tODO. A thl'll opoa otCDo &I'Oh bri de• 1o r oo-aD414 tor thio 

loo&tlOD to bo outt1o1ontl7 o-ploto4 by flood at qo to rorootall 

o••••tl~ of work. 
load o11.-b# qa1n by ••1'7 outr ll'adoo, •- ao 41tr1o..U.t aa 

,_.. tt.oo ou ~· r oduol4 b7 r•oYlAI -P• aDO rabin& r111o bo)'Oild 

Ba ~"""' at llt S.. rwaohal an o.ltltlMII of 2~0 aotoro 1A pill• 

W H '' -lp' labor uod 1A bu1l41D& tboll 110t1Cill - oU4oo 

hll .. .,....14 ....S o""oo w14onod hll'l, otoop 11'1411 q1&lto a 

, ........ •••t1•, bat ..,. •• 
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lloa4 tallo IID4 r1ou qa1.D to 2800 •· at &0'7, dOWil aa&1n aDd 

baol< to 2800 at 511, r111Ds to ~0 (top) at 612 Do. (llo&1DD1D& at 

ll'la. •n th11 b1&lrtra:r wao tndlt b:r Wo1D1D& .. &1otrato,) 

Wo1D1D& 638 bo • 176 bo fr• P1ob1ob 

W01n!.n& to bozond Bordor e {p1.Do BOI&oe) Ob1ob1ao - 102 Do. 

Wo1D1D& obop raolUt:r 1Dtol'll&t1cm not 1D anr wa:r on1lab1o, 

print ot pl&Da tor thia l.ooatlcm to ~ torw&rd.ed. •• eooo a1 poealble. 

atatlon and Cb1Aa ft'anl a. ..... 1oo botol bolnc t1tted ror uoe 

1D naa.r fUture. 

Por.anont obopo and o t a t1oa to be bu11t , 

,.,, T·eau Ba.l - O.ra.ae X..b quite 1apraee1Ye. R:M4 quite 

wall l aid out and looate4, ••• aeotlODI double aurta.o~, at 3M 

to 39' • •• b &4 our••• ag&.1.n encountered. Double aurt•olD& of roe.4 

11 tYldent where good atone 11 &Y&llable, h18b••r bare 11 broa~et . 

Bo Sbu TOW 

Land bolD& proparod !or now ototlon bu1ld1D&• and porl<lns 

&prOD. 

At :186 to ~5 ot .. p sradoo uo aao1n onoountored ot ~75 to 

~75 ••• nr:r tl&bt ov.M'oo uo qa1.D .... uut and dOWil to :54' tbo 

J"IIDtr&Dtl &rl YlrJ ba4l7 an&iDII~ 4U. to poorlJ loo&te4 OulYirta, 

plaoe4 too tar baok 1Dto the r eentra.uta therebJ IIAld.DI 1 t neo•••UJ 

to fo,llow a ae:rpeutU. route arcnm4 tbe taoa or aaob bill, w·b1ob 

are 1D 41reot auooaaalon to eao.b otber . Ma.nr )"&..'da of taoa outa 

made neoeee&f'7, where better al18)W•nt would ba•• •••..S t.bla work. 

At 367 ~ a ••~"7 bad ehort radiue our•• o••r a uarrow oulYert of 

approx, asl ra41uo (outa1de) and d1raotl:r tboroartor, tonsont Grode, 

11 l'-' (••••ur•4) another euob our•• 1• anoo~tere4 at ~&&. 

Q!lol\1&o to _,. .. , • 7$ b. 

Ohlohlao (l'bilooopbero awaJ<oD1D&l rood 11 be1n& ro1ooated 

and NJ.oed. 'f-ar:r otatlOD ~~~~ Do. - 11 oo• otruoturo 

ocatoii!Plated. IUot boroad at ~ to ~U oonral obort 1Da1do 
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ourfto, aa•l.a (no to tollowl.as PMnCIUlJ laatoll ooal.Yeno 'lf1-

.u ....... t OCIIUildU'&tioe) -O\IIItoro4, 

Jlltor '1'1111D11A Pro•l.aoo e ll$ll llukU'. 10&4 "-" fl.aol:r ovtooo4, 

at 320, sr&4oo ,., too 41ft101llt .... cl ~cl bo ro4uoo4 1'0&4 rlooo 

to 2&30 lotoro &&>4 at (1180) l'O•D~M• aeto .. , ... , road 1o .,.. quito 

i >ocl, at 271 4ooODt •'arto l.ato broad plotoau •allo;r, .,. protoot 

exoopt sr&4oo a t (320) (eaa...ol) 

SIWIWol to .Tuaotlcm (ft.., -Chiao) - 77 Ia. -··1 
lbop faollltloo looato4 juat bo;rcmcl olt:r .., 10 - appl'Oll. 

(1&0' x 300') wol.l foDoo4, IMo t.&ol otoraao bouoo , 1& oorrtoo otallo, 

open, a bu1141&>& for otook ro•, obop &&>4 oftloo 'lfltb tbl'Oo l'OpUr 

otallo an4 plt, Oan bo olooo1f1o4 ao a 1 01 t:rpo of obop, 

Boro 1n a,.._o1 lo aloo looato4 t bo U>alnl»c oobool tor tiM 

loob&nlo &&>4 clrlnro tor tbo a-.lt 41oool truoko, 01'1&1nall:r 

P\U'Obooo4 tor oporatlO&> OYU' tblo blpwa;r. 'flw oobool an4 clol'Oiltor;r 

1o looa to4 1n ..., ol.cl t•pl•, WIM1'0 oon1'01 otudonh .... .,.,. 1a tl'dn1JI&. 

eaa...o1 - 10&4 at proooDt 1o tbru tiM t- W!Mro tbo 

ooncooUOD 11 torriflo, tblo obotll4 noo;or bo pol'Oiltto4, tiM otnoh 

ltDer&ll7 art 10 a&rr .. aD4 pa• ... Dt 10 qutatlOD&bll AI tO praaott 

clolo:ro &&>4 41D&U'o to Ufo an4 propoJ't;r. on.. rood wblob orao otarto4 

to b:r paoo tho olt;r, bo.o """ otoppo4, duo to tbo protoot of \bo 

1.11 o~ooloo &Del Uo 4oolro to puro!Moo tblo uoo tor ottbor t""" 

alte or apeoul&t10D. • 

'ft>lo 1114oo4 -to• a OU'Uu oltaall• -' a tt-o ·- "'­

r.ll uUUaotlOD ot tblo 111pwa:r 1o abooluhlT lloooooor;r, &o &a&l.aot 

a t.&tvo -ollllll'T ot- b;r tbo loll Roacl Wblob O&Dilot pOIIlbl;r 

'Do 1a oporoU• tor :roar• at lout. 

U 1a ..rlAltol:r r-D4o4 tb&t tblo rood 'Do tlnlobocl 

~otol;r u tblo olt:r otnot roproooDto tbo ujor trattlo bo.aarcl 

al- tblo ..... to. 
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.lt t ho South s o t o, br1cl&• quito ll&l'row -··•r, • 111 h&Ddlo 

all ataftdord unito uotll route, hJ•p&ooins, oit7 11 oaoplotod, 

(?00 ... toro UD!iniohod WC>I'lt ouopondod) 

Tbio oootion ot rood ov1dont l7 wao wall built but all a l ong 

315 

tho Bigbwa7 thoro boglno o1gno of orowdl ns, orowdins b7 tho ro1lrood 

oonatruot1on work, the highway beoomee aore and more littered with 

at-ono and. -.ateria la for tbe ra1l.roa.4 , 1D aoat oaaoa the roa4a uaable 

•14th 1• reduo~ t o that ot ooo veb1cle . 

&1thll' t bo ool ootlon of tho routo ootobllohod b7 tho h1p&J 

••• pertaot or tba railroad anglnaora ha•• telc:an tM l.1Jw of' l oaat 

r oalot&DCI and bon followed tho Bigh•ora7 to tho oxtont that tho7 

ba•• roloootod tho h1sh-•7 1D order to foo1Utot o tbo1r r11ht of 

••1· Se a pioturaa &Dd det ails. 

83 
'rien Sun Chiao to IWJ=ll!!l • ll!l b o 

P• •o •••1 froa Ra11 roadJ tor a 1hort diatanoa . Ro&d at1l l 

o a high plateau a t an a ltitude of 2,2?0 •otero. Pa oo l uootlon 

with the bt1J&D& h1&b• •7 and ent er u.pon maio artarr to runeS "8• 

Road aurraoa now abowa aftaota o·r bU'd ueaga on 1Dautt1o1antl7 

atron.g aurtaca. 

!bla b1&bW&J abawa t~ aftaota ot poor a&iDtaD&DOI effort . 

LuT ol1pohod oorv1.o1ns of rood, a o a ttention paid to oh0\ll4or o 

o•orgrown with bruoh and opallod out 1D opot o. All oootl..,. rr­

bos1na1ns at luootlcm to hnelng ..... 1D u od of cood ... inton&Dco . 

Row•••r t.be areateat b&s ze.rd 1a oaueed b7 enor oeo ... nt aato roed ot 

otonoo 1D plleo • Bouldoro • Pol oo and at ( 100 I) r ood praotioa.l ly 

oloeod wltb railroad ... tor 1al. At 89 roa4 rolooatod to aoc..-..dato 

r ail r 1&ht ot way • pOC>I' rol ooatlon ob•l""•• 

"' .. 111•· acalD • 81, 80, eo, &~. 1!8, 11&11roo4 dobrto , 

/ 

ot aaoo , pOliO and .. t or1.1l proottoall7 olooo tho r oad to troo soToetnt 

- a t 1!8 lt11• • tba dobrlo rr.. bl&otl.ntl 11 oo bad tbat 1D oplto of 
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o.are uwt preoautlODI the orank ca.ae ot t upeotloa. oar ••• »UDDture4 

by rooko 1D roo.d oouo1JI& lou of orODk oooo labrioaat, aa4 dMqo 

to eng1nt and UD4eroarr1•&•• 

Tbio oootion of highway io l.Doroooingly woroo oo Euaatng io 

opproohod D&rrowing down to praotiooll y ono truok width oauood 

priooipolly by p1loo or ot011o and b01114oro, piloo 11141oor1111notol.y 

on the aboul dera. 

!bo po......,ont, oolv.t10110 to thio oituation 1o oithor prowioicm 

tor d1atr1bu.tl q alll'"faoe utaria.la u needed troa atoraa• pll•• aet 

off of rood bod or bW.l41Ds e .ot!Mr parollol .,..,..4 !OJ' ono way 

tra!tio or roourfa oo thio highway; whioh !Mo hod ou!tloiont t1110 

o ... r o porio4 of yoaro to be pol'WIAilontl y oottlod , with oit!Ml' 

oonoratt or aaph&lt or aepbalt u.oadaa. 

tre10 Lwlgohong 

Totol Journey (ootual) 

Oporotinc tiM 

Anras• opood 

!otol alapood t iM 

! IRwoot , l u)'QDS - Chi aiJu1 llo 

~l!iglloot, (lhanlldnl• 'l'GI&oh&ll& 

l•·l.n1al&--~o1 

~& .8 I.P.M. 

22.2 I . P ••• 

aUbJeot to oorreotlOD 

rmw1na 

At ll l)o, (aoot) I,Y, property (54 - - ~ 001'00) DO donlop­

.. lltl •• T•t• tAD4 atlll 1ll woocle • .. ada- • 

&t Parado ~OQIIIlo , llll Poo lh1DI truoko, porl<od in s,rwpo , 

ao abop taolllt le• raqu1~• aquare ~ oenter to be ut111ae4 tor 

l'opoiro, ••••ral ,....okod or duaso4 unito woro bolnc 4iOMDtlo4 

a4 o z oodoO ropoii'O boil>& 1104o 1D tho OpoD. 
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--lbop· 
!!Ua ohop arruc-•t 1a f1UJ'l7 .. u 01'~84 bwt oUll 

1Dooaploto u4 DOt lD pooUl• ta ..-r roplllro u4 oenlOo to o­

organllatlOOto other thAD their .,.. Ua1ta4 operatl• at prooODto 

\'00 Ua1to4 a faollltp to bo _..sa4 to a kJor lbop. 

J'OO llb1Dg • lArgo plut, Ooap<ND4 Of 2 &o4 ..... lnat DOt ... b 

proYloLoa ~ tor obop raolUU••· 

!be oiUioablo ... aloto or l ooi'Yloo saraso With • otollo -

the llaot oll4 u4 II oorYloo aanc•• l -ll ohop • oa woot ud. 

IAI'&• 401'111\0I'loo are aloe 1Dol...s.4. ~· proJoot lo DOt 

l&r&o OJloqb for kJOI' oOI'Ylo1Jl& or ti'Jlolto u4 o-t bo .... 1-

at prooont ao oUhor of tho l 01' I olaultloatlon. 

aao~-1 • ~. oteU• Uld obop looat1oa 1a at -•oat 

tbo laraoot a&>4 b .. t lD thlo aroa u4 obO'ald bo u.o4l.atoJ.7 a<jU" 

wlth a o-loto I obop taolUtp to •-noo robabllltat10D of tho 

Bar 01'4or oqw.l~at that baa ao~,_. bora ud to OYarbaal. noll 

aqulJiliiODt •• oan roaob -·DI lD .. ..,.,.... oonioo, fi'CIII othol' po1Dh 

thaa roU ... lD& tho a.olJ'ODI obop t• .tt onrhaulo at -•oat. 

11Dtll k JOI' .,.. llloop ..... bo •• , .,. boN lip upaul .. or -·-t 
proportJ or bJ a llw.1141D& nllablo for lDotallatloe of tblo 'TPO or 

oqu~at tho 1 u., tullltlo•J lt •-l•'•• ..., a4..,.ato17 -lo 

-Jor wor1t for tho -••'*• 

• 
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o/o MiD1otr7 of Coo.oaiootlooo 

01ND81<1D6, Jon. 8th, UtO 

IIJ', .l. L. I. L1Jl 
Chllt Aooov.ntont • aurntoor 
D1reotorat e General o Po at a 
runpsns 

J)oor 11r. LiD, 

ll> o-ont1Jl& Oil 70UJ' 011.11 Roport Jlo, ~7, I IAlOt oait 

thlt undor tho otro'IIIUt&Dooo, I oa notural17 lD &S2'ooaont wlth 7<1V 

oocoluatooe , beoauae they are losloal &Dd aoUDd , oapeolally due to 

tho oxorl>l tont pr1oo pa14 tor t'Uol 1n Cb1Do , 

levertbeleae, (JOU probably knew that wa1 ooatns next), 

I poroaoa ll7 tool tb.ot lD hol41Jl& to whit OY01'70Jl0 ogroeo 1o tho 

aataat matbod, that 1a, .. tbod Jl'o. 1, wb1oh appl1at &l ao tn Ch1.J:Ia, 

1t one could tntarpoae an auto.atlo meobanioal daTto• to t l imioata 

the ooat it• or tual t'ra ooa.a14arat1oo, la pro~r. 

'l'horotoro •• I prcal.oo4, I hln obto1.no4 (tr0111 r&'1 Cb.1ooao 

ott1oo) tho noao or tho 4o•1oo wblob we 41oouooo4, th1o lo tbo Loll>1ft8 

J)oaoeoor aantooturo4 1>7 tbo Loil>lnl! .lut..ot l•o J)ov1ooo ll>o. , J)otro1t, 

lliobiaan, .l&otla tbotr oloillo t ho tollowlftl! 1o on oxoorPtt 'l'ho 

••oaas1•• Y&ouum oaua~ by eaob daoalerattnc operat10D 11 now ut111ae4 

to obut ott U l Ooo tor~~orl7 4l'own lllto tbo UD1tol4 on4 o0111buot1oo 

ohaabera durtaa daoelarattOD . !bia altainataa ~oeaal••• r~ ... 111ac, 

AldabJda tuaea, polaonou.a aooox:J.de a•••• .. a.n4 a ••t i ntake a&nlfold 

t loor oauae4 by 1Dduot1on of unoontrolle4 tuel 1Dtakt . 8eoau•• 

aooollllo ouppl7 1o mt ott ot tho otTVoo (tho 1411ft8 J ot) ot tho 

aaaent of 4eoelerat1an, a 4tf1nit t quaotlt7 of tuel 11 ••••4 •••rr 
tl•o tbl aotor 1o 4oooloroto4 1ft trotri<> ·- an4 tor otopp1ft8 o.nd atarti.Joa, 

I wO\lld be quite 1Dterteted to l earn at a lattl' dat·• 

Whothar or Dot ,..,.. ho4 ol>totnod , ... ot tbooo 4n1ooo , on4 whit 70U1' 

t ln41Dao WOill4 l>o, 111 tho -•r ot illproYo4 aa1'o t7 o.nd ro4uo4 ooot 

ot olutoh tran•.!aalon and brake rtpa1r a. Beat peraOD&l r•aar4a , 

( .l,B. Boool) 
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lbop! &114 -p l'ao1Utho 

Oeural 

Ul>d.r pron1UD6 oirouaatanooo, tbo pro•lo1oao tor the 

llol.ntonanoo and Repair or oqllipoent em tho ontlro b1pa1 aro 

praot1oall7 non oxhtont. It lo tolt that thlo oltll&tlon obwld 

:!20 

be dealt w1tb 1-odlatelJ in tbo IIADDor or G.nlobinc tbo oonotruo­

uon work on tbo obop and oornoo bllildinco tirot, oo tl:at tbo 

J>1&1D1a7 •7 bo ut1Uao4 Wbllo otatlcmo, to1'111D&lo and otbor aoooooOJ'f 

iDOtal latlooo pr~ooo to oa.plotion. 

X.odiatolr, that tbeoo obop looatlono aro prondod wltb 

protootlon troa rain and woatbor tbat proper aoobino tool& oqutp.ont 

bo 1notallod b7 tba notitloatlon ot roadinooo to tbo •lllto!W>oo 

depart.ent, tbru pro,.r oh&nnela . 

Oaoollno otor&&o taollltloo Wbilo olaboratolJ planned oro 

quito 1noo.ploto rot outtloiont to aooa..odato quaatltloo ot r.ol 

oompatiblo with 1D1t1al roquir ... nto , 

Inopootion atatlono 

!llo nolYO U'anoportaticm otatlcmo planned Wbno tratt1o 

I.Jlopootloa 1o propooo4 1n odd1Uon to tbo •••on inopootlcm otatiODO 

ooaa t1tute at leaet aineteeu del&JI to t7&tt1o .OY.-.Dt. tb11 1D 

addition to t bo proYinolol tnopootlono tbat •r l>o J.apoood ao woll 

ooootltutoo a rldi ouloaa obain or otroaaotanooo tbOt &1a at breat­

d""" or ortioloDt tranoportatl<m ODd a -0110 ob<Nld bo ~atolJ 

doto1'111Do4 to roduco tbo ~·r or I.Jlopootlono and tbo tiao 

required to aoo~l1ab tho•• abaolutelr neo••••rr. 

Ccmoluioao 

In •-rtoinll tbo roro&oinc, a oonolulon aar bo drown 

that tbio b1&b'8•7 roqniro4 tr.-Mou a4d1tlonol exponditureo ot 

\lao and tun4o to - road7 tor t...Ctlo oporotlono . 
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1'1>1• 1o ru tr• tbe raot Ul4 Whllo oorta1D ap...,._11to 

and repair• are &beoluttlJ DIOtt t&r7, t~ bal&DOIJ tak~ aa a 

wbolo, OODititUtOO 0D0 or tbe boot b1&bo&JI tbio 14•1101' boo 

boon pr1•1loao4 to tra•ol, ill troo Cb1Da, Truo, that oortaill 

eeot1ono eurtaoe4 with olay aizturea AD4 tho•• etot1oa• with ••rJ 

tb1n ourtaolna, will roqutro ooa.14orablo .. 1Dtononoo ln wot 

weather, there ahoul4 bt no bea1tenoe oa tbt part ot the operator 

to aooopt t bo a4.ontasoa otraro4 walsba4 aaalDOt tho oa.proalaoo 

proeent.ct, -.bert ••rloua dlltloultltt b&Yt been enoCNDttl'e4 aDd 1n 

a a;reat ... aurt O'Ytro e&e, q&1Aat, UD-J111.4iJ:l& nat\&rt lD tbt plat 

ot water &D4 atone. 

Rto~Ddatloae 

!o wlh 

Ro4IIOO th o poroontaso or gra4oo DOW nor ~. 

tnor•••• the Rad1u• of CUrTee, •••n to the relooat 1oa ot 

oulYerte Where neottl&rJ to obtain long tanaenta , 

RoaliSA •horo pooalblo wltb outo &Dd rll lo ratbor t han ooa­

pr ODiat on ttr~nt1D• route tor •••• ot aooo.plla~t . 

~0~~7 ra1at tbe thioxa.aa ot aetalLD& where the aurtaot 

boo boon •ruo4" asalDit tho nontuallt7 ot nlDI 1114 trattlo. 

Pro•14o ab\ID4&Dt 4ra1DOC• taollltloo, t bl looa t lOD ot Whloh 

Ue obrtcnu, 

ftaloa tbo 10&4J..Dc oapooltJ ot br14&oo Ul4 olllurto to at 

loaot ~ tono. 

1Ua1D&tl witblft reaaOD, rerl"itl and PODtooca . 

Dootoll trattlo 4acgor 11~1 aDd guord railo at oll ba&ardou. 

ploooo aDd ot obrupt ob&Jl&oo ot dirootlODo 

rapron 1141 olopoo oopeolollJ at br14go opproaoheo . 

PlaDt vooo aD4 al>l'llba to pro.,14e .oro &llbotontlallJ bald 

t1l la an4 oba4• to bl&braJ oarr aoo. 

rroteet aaallllt laa4al14oo witb allltab le bocoh work &D4 

draiMp. 
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'ft>o o~oitioatl.,. to wbl.oh all thlqo aro 'bUU 01' -

raot\U'o4 ocmotlt-&to "'" aa of "'olr oreotor, 'ft>lo h1pa71 

1~oit1oallr, lf 'bUU to o~oit1oat10D w011ld oODotlt•to "' 14oal 

~ooo4am h1ah••7• 'ft>orofOl'o, without f\U'thor rotoronoo to 14ont1oal 

oul9orta, oort ain dl'a1aaa• pro9io1a!t or opooitlo brid&oo, tbo 

oovorol ouainooro 1D oharso, ob011ld tool it tbolr dutr to aooopt 

uo o001pr•.1to ODd at tbo nr7 lout raloo tbo plano of thlo 

110w latlonal ut1Ut7, to tho bo~o ot lto orootor, 

Blslled (A. B. Boooi ) 

Cbungldn& 

Jan. eth, l UO 

• .. 

• 

• 
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B.B. the Oeneralieetao 
President. Jzeout1Ye TDaa 
Jat1onal OoYera.ent 
RepubUo of Cb1D& 
Chnngldn& 

ID oa.pll&Doe With 7our expreeaed deaire, I aa 

attaobing hereto a oop7; 1••• aap1 and building detail•• ot 

Kr. Baeai'• report of inlpeotian of the new S&eohwan-!Unnan 

Bighwa7, lhould there be All7 intoraation of part1oular 

intereat to 70u not expreaeed therein, Kr. Baesi would be 

&YailaU. at 70Qr requeet to proY1de euoh i~reaeiona ae be 

a17 baYe retained with referenoe thereto, 

' 

oo: Dr. '· ~. Pan 

Re1peottul l 7 .ubmitted, 

(lte:ned) • · B. She&b&D 
(Per A, B. Baeai) 
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Kr. P. H. Ch&Jl8 
Executive Yuan 
Chungking 

Dear Mr. Chang, 

o/ o 11Diatr y or Communtoationa 
Chungking, Jan. 'th, lg'o 

Pursuant to fOUl' t elephone requeat today, I aa 

enclosing two tablea; (1) Governing the Baaic Freight Ratea 

via Motor Truck over the S&echwan Blg~ay Administration rrom 

Chungking to Dr&Jl8- yu&n and the Worthweet Highwaf Tranaport 

ldminiatration rrom b&Jl8- JUaD to Sin-ain- chia; (2) a Diatanoe 

Table between Chungking and Khorgoa . 

You will note that the only available rreight ratea 

are between Chungk1ng and Si n- ain- chia. From Sin- ain-chia to 

Alma Atta or Khorgos i a under the Sinkiang Central Tranaport 

Administration, and the rreight rates or thie Adm1n1atration 

are not on tile but have been requested by Vr. William Wang or 

the Vinistry ot Communioatione . As a possible guide, there ia 

one report on tile, quoting ratea tor 10- gal. time or gaeol1De 

!rom Xhorgoa to 81n-s1n• ohia at CB$12 .85 and !rom Sin-a1n~oh1a 

to Lanobow at.CW$10.75. I believe however that truoka are ueed 

to the 81nld&Jl8 border and cuela !rom the Sinld.ang border to 

Lanohow, I therefore suggeet that TOU communicate rurther with 

Vr. Wang to aeoure the additional information. 

Very truly 7ours, 

(Signed) Jl . B. Sheahan 

oo: llr. Willi- Wang 
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3 ~t Cl& .. 

.3 0 ... • I .. 2ncl 
{l i e 3rd • .. .. 

!. 
<> 

table I 

o ... r the Sseoltwon Bi&Jni*Y Adal.n!Jtrt.t1on 
trom ~ldng to ban&.,.., and the 

llort.b .. et B4bw•Y Tre.n.eport A41o1nl.atrat1on 
troa bang-yuon to sl.n-eln-ohl.a 

Suohwon Big)tway Borthweat B~hway 
.t.c1ainl.a trat 1on 'franapo rt A4minl.atrat1on 

Cbwlgldnr; to KJ~an&-yuan IJran&"'7"an to 8~14-ohl.a 

• .01178 • .0100 

.ooKl .ooet 

.ot:1106 .ooM 

lo0690 .II 

.U70 .. 
.8360 .78 
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Cben&tol 

Che&tol to 
Ill & JIIID 

tablA II 

IIIBUIICI I'IICil CIIIIIIOKIIIO TO JaiOR008 

Soeollw..., Hi&;hwtl,y 
.&.lain 1Aitr&t1on 

Jorth .. et Hi&;hwt.y 
r ....... port Adm1n1atrt.t1on 

Ill 

1, 1'11 

S~Cent~ 
T"""'port AUI.Diatl'&tioe 

l , SU 
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EXECUTIVE Of'F1CE OF THE PRESIDENT 

MIMAU OF THE IIUDGET 

W~, D.C. 

Sabjeota 8~ b)- tbe Bazoeau of Lel>ar 
Statutic• ot 1be app~ 8lld 
probebl.e d_ ... of ~1a1 
tn- ot 8ldll 1n oertain 
eeMDti&l iDdMtd .. • 

Utw Ollr -nuaation, t.bie •tter wu 

di-HCl with llr. Lubin 8lld it ... &8J'MCl 

that tbe •tud.T refti'Nd to alloY• would be 

\IJIISertMtD 1-adj•~· PluldiJ 1n the Cl1l'NIIt 

approprietica of tbe Bttreett of Labor Stati•­

tioe ue to be UHd tor th1e parpo••· 

I 

; 
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FEB 1 0 1940 

a.bJM\• a-. b7 tha ~area or tecr 
auu.tt .. or .. .,...q ... 
JN\Ieble 1 P1 el IJI tel 

~ f/1 lldll. ill MrWa 
-ual~. 

di-.eed 1d.th .... 'LIIb1ll e4 1t ... acr-4 

tha\ tha """" re1Wred \o ..... wnld be 

llllder\M:e • aiUa~. ,_. ill tho _.rta\ 

tUe an to be ..a tw U.S. pa;Pin. 

DLJoenlr , 
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ror DIIJDIJ.TI Release SetUJ'de:r, FebNar7 10, 19..0 

SECURITIES /,ND .IXCIWI:lE OOIGIISSION 
Wna.hington 
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Chni~n Jerome N. Frank in bebolt ot the Commiaeion bes sent tho 
tollowins letter to United Stetea District 1Udgo, Vincent L. Leibell, in 
connection with Judge Leibell's inquir,r ee to whether or not the 
COmmieeion would accept tbe trusteeship t or the Aseocieted Ges & Jlectrio 
Syetam, now in reorganizetion in the Federal courts. 

"In Section ll(t) ot the Public Utility Hold1n@ Company Act or 1935, 
COngreee provided ra follows: 

'In any prooeedins in e court ot the United Stotea, whether 
under thie section or otherwise, in Which o receiver or 
trustee is appointed tor eny r8j!iatered belding eaopeny, or 
any subsidiary eaopeny thereof, the court III(IY constitute end 
appoint the Commission es sole trustee or receiver, subject 
to tbe directions and orders or the court , whether or not 
a trustee or rec~iver shell theretofore bnve been appointed ••.••• 
•••••••• In no proceeding under tbia section or otherwise 
shall tho Commission be appointed as trustee or r eceiver 
without ita express consent.• 

•on robrurry 6, 1940, in open court, you eeked our counsel to 
re~uost the Commiesion to sdviso you wbetbor it desired to be appointed 
truatoe or the ebove Qt;:Z~ed compe.nioa purau.!nt to the provisions or the 
statute above quoted. 

"We bev .. oere.tully considered the utter end our ~newer is in the 
negative. 

"In tbet onme aeotion or tbe etotute consree3 provided that: 

• ••••• 111 eny such proceed tns tbe court a bell not eppoint t'DY 
person othor then the Comm1ee1on ae truataa or receiver 
without notifying tbe Commiaeion aDd siv1D8 it en opportunity 
to ba bucrd bur ore mekins DD1 suob appointment· ' 

"Bavins in mind our importent dutiea in t~ie reapoot under the 
statute, tho Commission wiahea to aaviae JOU that I will be aveilcble at 
cny time to center with you intotmally it you eo doe1re, or t hnt - will 
advieo you or our poeit1an 1n open court, tbrough counsel. 

"Ae to •ur other dutiee end oblisattone under tbe seme Act and 
under tho Cbt'ndlor Act, ill80rar ee tllq ere adviaol'J to the court • t~e 
Ccamteaion will, or course, e1l:Ulnrly plaoo iteelt 1\t JOur diepoeel. 
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WY4 II 64 NT 

TUCION ARIZ rEB 8 1940 

ED r OLEY 
TREASURY DEPARTMENT 

• 
ASK HAROLD ICKES TO GIVE YOU COPY or TELEQRAII HE lENT liE, 1 HAVE NOT 

ACKNOWLE DG ED TNII TELEGRAM AI I All LEAVING THE MATTER ENT IRELY IN 

YOUR HANOI. IUGQEIT YOU lEE 11188Y IATUROAY AND TELL HER ~UIT WHAT 

HAPPENED IN IIY orriCE TNVRIDAY IErORE I LErT 80 THAT SHE WI LL NAVE 

OUR VERSION Or ITORY, ON MONDAY RLEAIE IRINQ NR8 KLOTZ UP TO DATE. 

NORGENTNAU 

814A 

: 

I 

• 

Regraded Uclassified
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II 101 QO'IT 

TUCION ARIZ ~&I 10 1940 821A 

ED ~OLl'l' 
orriCE 0~ IECA&TARY 0~ TREAIURV 

TH URSDAY A'TERNOON ~RANK lAID HE HAD EX~ECTED Ul TO CARRY TNE IALL 

THE IIEETINQ AT IIV HOUlE. AIK ~RANK I~ HE EVER O''ERED A ~01 TO 

I~ NE DID THAT RE~UTEI Hll ITATEIIENT. TO ~ROVE THAT I EXPECTED 

TO O~~ER TME ~01 TO ~AUL I AIKED 'RANK TO lEE THAT I lOT TNE 

CRED IT AND 'RANK REMINDED liE 0~ THAT 'ACT THURSDAY WNICH AlAIN PROVEI 

ITATEIIENT TNAT I NAD EVERY REAION TO IELIEYE THAT IT WAI U~ TO 

TO CARRY THE IALL A~TER TRE IIEETINI AT MY HOUlE. COPY or THII TO 

KLOTZ ON IIONDAVeo .. ooooiiORIENTHAU oooo 1128A 

' 
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U. S. COAST GOARD 
Otti c:ial Di apatc:b 

DATE lO FlllRUA.RY 1940 

FROM COAST GOARD HEADQUARTERS 

TO BON . HaiRY MORG~THAO, J R. 

SECRET 

Text 

COPY OF \\IRE SECURED AND HAVE NO SUGGESTI ONS J.:t THIS TillE 

PERI OD MISSEY NOT AVAILABLE BOT HAS PROMISED TO TELEPHONE 

334 

ME TOMORROW MORNING PERIOD GENTLE!UAN IN ColOESTI ON TOLD FRANK 

HE \',OULD NOT WITHDRAYI AND WOULD FI GHT ANY ATTEIIPT TO FORCE 

HI M TO 00 SO AS POLITI CAL PERIOD SEC HAS WRITTEll JUDGE TODAY 

THAT IT WILL NOT ACCEPT TRUSTEESHIP IF APPOlllTED PERIOD PRANK 

1/0W TAKES POSITIO!i HE WILL TALK TO JUDGE ONLY IF JUDGE ASKS 

TO SEE HIJI PERI OD THERE DOES NOT SEEM TO BE AHYTHiliG FOR liB TO 

DO UNDER CIRCOIISTANCES PENDING FURTHER DEVELOPKHITS PERI OD 

WILL ADVI SE :tOO FURTHER 

(signed) FOLE:t 

(Ori g. returned to Mr . Foley by Mr. Kc:Bugb 2/13/40-.as) 

Regraded Uclassified
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O. I. OOAft 1GA1D 
Oftlelal DbJete~t 

DAU 10 ,.IDAD lt~ 

noa COAl! GIIMD Dti'91AII!IU 

to a. ..llr 10" IUU • llo 

·-=---

tcn . 

235 

C0Pr or WID lmJUD AID IAQ 10 IOGGJarl~ Ill tB• tl• 

PIBJOD a1aur ~ •• ,U.&Bt.l IUf 8A1 ,_UID to t-.-1 

D m.I»JUIOW 10•110 PDIOD 0~ D llOIIfiOI to~ n.&R 

Ill IOULD lOt WlfiiiiUW AID talU~ JIOif Ml Ar!-.t to POIICI 

ala to llO 10 U POLlflc:.&L PIIIJOD IIC 1W1 Dl!'JWI ~ !ODD 

tl.d 1! Wlr.&. IOf Ml' E I t'IIJ·-IP U .&PPODUD PDJOD nAB 
110'1 t.d.U POilfDI D WD.I. f.ALI !0 JVDOI OILY IP JVDOI .6111 

to .. IU 'JUDD tiDI 11011 lOt liD to II .&l!fiDO M • to 

llO UIDJa CIWWUIICII PIDDO ~ DftiLOPIIIIfl PDD 

WILl. ADfiU 100 IUMI .. 

-
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u ••• OIUft .... 
Ottlelal Dl.,.Mit 

DAti 10 ... All lt~ 

no• COAft CIIIAD D"'QUAIII'III 

to -· .. llr 10M IUU, llo . .,.. 
tat . 

con w WJU ncuam AID un 10 aOOOI8tl0111 111 tau u.. 
PIRJOD aiaaat !lot AfA"·IBLI 10'1 lWI PJIOIIIIID !0 t-.-1 
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D ~MOW IOMlJO P!lliOD O.atLaAJ D ~101 fOLD nM1 
HI IOULD lOt Wl'riiDUW MD IOOLD rr.t M! AhA I to POICI 

811 to DO 10 U POLltiCAL PIBIOD IIC J1U D~ ~I !OIIA! 

filA! It WILL lOt ACCII't no•JIIIIP U APPODriD PDIOD ruB 

1101 tAUI .0.1!101 D WILL tALl !0 .nJDOJ Olr.t D .nJDOI ... 

to 81 ID paJM tiDI IIOD l ot liD to II MntiDIO POl • to 

110 OIDia ClJICDIIAICD PIDIIIO JU.IftD ~ ,_.. 

WILl. A1W111 tOO Nil + 

-
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O. a. OO.ut QOAJU) 
Oftlelal Dl•pa'ob 

OAfl 10 IIBIUAJII 1t40 

PROI COd! ClOUD BIADQOAM'IU 

TO 1101. aau II)IIGII'ftiAO. n. 
SJCUr 

!at 

COPY Or WlU IIIICUIU1> AID ll.lYI 10 SUOOIS!IOII A! !BU !ID 

PERI OD IISSU ~Of AlAIUliiJS BO! RAe PMIMISID TO !ILIPBOII 

~3 f 

ll! 1010!\ROW IIIORII IJIO PERIOD OJHLIIIAII II ICOBSTIOJ !OLD rJUIIt 

Ul IIOULD 110! Wl'fllllftAW AID IOULD PIOB! All J.t!DP! !0 roRCI 

lila !0 IlO 10 AS POLitiCAL PERIOD IIC IW WRI'l'ID JUDOI TODAI 

!IUf I! WILL JIOf ACC:_., ftl08fiUBIP IP APPODrr!D PRIUOD JftAH 

UOW !ADa P08l'fiOI U ULL UU TO JUOO.t Olr..t Ir JUDOI Alii 

!0 611 8IJI PDIOD !Ulll DOr.& liO! IIIII 1'0 as .urYTIUIO 1011 D TO 

DO 011>111 CIRClUIII'f.&JICI8 PDDIIO JUimlP DPJLOPII!Jt8 P!IIIOD 

WILL ADYI81 100 fUIIfiD 
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PAJ\APBRA8J: OF TELIGIW( RECJ:IVED 

J'!lOXI American lllbaeey, Xexico OitJ, Xex1co 

DATEI FebrU&rJ 10, 1940, l p.m. 

NO.I 46 

Todq an add1 t1onal uount or dollar a vae eold b7 

t he Bank or Mexico, 7&0,000, with the deaand tor dol lara 

oontinui.J18 Tery atro~~g. We haTe been adTieed b7 the Bank 

ot Xexioo that todq it Val eelUDg to the Fed1ral. Re88rTe 

one additional ton or gold; th1e ll&kea a total tor the 

preeent ori1is or three ton1. 

There hae be1n a drop or 6 percent in peao dspoeite 

or pr1Tate banks, and tor their own protection banka are 

refusing to make &n7 loane; another reason !or th!) re!ueal 

is to reduce the a~~ount or peaos &Ta1lable tor the puroha1e 

or dollars. 

At a quotation or 6.99 peeos, the Bank or Xex1oo 

ie oontinuing to supplJ all dollar demands t o as aooiated 

banks. 

The e1tuation !1nanoiall7 oontinuea to be d1!!1oult. --
DANIELS. 
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TREAsURY DEPARTMENT 

INnJt.OI"'''Ca C0MMUNICAT10H 

CONFIDENTIAL 
!» foralp. aliiDbup -.rat ae nq all tOU,. .Uter o:pelliJIC at 3·97-'J/1 

1>14, eterlillc 110H4 wi.Uah a .no• rup &114 c1ue4 at 3·97-5/S. 

!lro1u of epo\ •••Uac 'b7 \boo fllor uporUJIC llllat. totale4 ~!j9.000, trc. 
the foll01f1Dc eoarcae1 

J7 oo...rci&l OODC«rae •• ••• ••••••••••••••••••·••••·• 
»7 forelp. 'llaab (hro:pe &114 JV ket) .......... .. 

te\al, •• 

l7 co..eroial coacerna •••••• •••• •••••••••••••.••••• i 121,000 
~7 torelcn baaka ······ · · ···· ·· ····················' -o-

!otal •••• I. 121,000 

!he fo1lowt.ac reportiac b&JIIte eol4 oottoa bUle totaliac ~.ooo to tboo 
Britieh Ooatro1 oa the baeie of the official rate of 4,02-1/21 

1. 27,000 ll7 tboo •uo-.1 CU7 lluk 
3),000 1>7 \boo Oaaraat7 !net Co. 
2,000 '117 tboo llul< of llaahat taa 

I. 11§,006 fotal 

Prior to \boo ope1ac 1a .... Tcrk, - -a.ee 4nele:pe4 1a \boo tut&Uoe 
for tboo Dlttoll p.iU.r 1a .u.tertu -.re \boo rah rece4e4 to ,5J10-1/\, .Uter 
the .... Tcrk -.rat opne4. llowenr, \boo p114ar etMAie4 eo..-.bat u4 oloee4 
at · 531~1/2. 

!boo onor S.Onaat aar,._i .. oloee4 aa fo1lo••• 

Jr..U fnaoe 
lwl•• trac e 
:a.:a.u 
On ,,_ 4ellar• 

,0221;-1/2 
.2~1[2 
,161}-l/2 
lJ-1/¥> u •• 

• 

.. Jllll'CIIIue4 \boo f.u-ac -•• at col4 trc. tboo ~DA -•• flit 
the 'baab 'el'oa\.&1 

341 
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~ Jedenl ll .. ana l&lllt of ._York lator.A u that lt lla4 reoeift<l a 
cable fro• the llatioaal llaDII: ot •••1• etaUac that $6,~3,000 1a cold. wae beiac 
obipped. t o the federal .Beaene llaDII: of Ww York 011 tbo s.s. lleL !be :a...,u.,. 
Bank &44e4 that all ot thh soU waa He propert7 before tha war aD4 req11 .. tod. 
the Fed.erol lleearn l!ult to aenark the cold. for He aooaunt vhea it arrhae. 
(The s. s. llex h cble in lfw Yorl< about febr~~ar7 15.) .Accor41ac to the :a.....uaa 
cable , the abon COld. wa e C01101COA4 to thh countr, b7 the llat1oaal Baal!: of 
Belg1U11, tbo Netherlaad.e Baal<, the SViu llat1caal Baal!: aa4 the B.r.s . Owiac 
to the tac t thet the cable wae jllablod. 111 part, the fedenl lieMne :se.u: wae 
unable to detora111e what portioa of the e;old. ebipMnt each bull: _, abon 
vaa een41ac. 

!he Jod.eral lleean• Baall: ot 1lw York aleo reported. that the folloW1J!S lhlJ>­
...,11te of COld. ware be1Jie; COII01e:llo4 to the .&Mr1C&II !mot Co~~P&DJ, 5aa fraacieco, 
tor oale to tbo U. s. M1nt ill that c1 iT, b7 the baall:o 11141cotod.: 

$ 554,000 free lll41a, ohippod. b7 the 
Wat1oaal CU7 l&lllt, Bocbq. 

390,000 troa Boac loac , lbippod. b7 the 
T"':"""'"'""'"" Iatioaal CU7 Baal!:, Boae: J:oae:. • §1111, 000 !o tal 

The rad.eral R .. ane Baall: of llw York rece1n4 cablu troa the B. I . S, Al14 
the JietherlaDd.e Baall: requeating 1t to apply tor a l1ceaao to tranater ~q~prox1-
mtel;y 32,000 ouncu of gold. (ebollt $1,120,000) froa B.I.S • .&.ccount f2 to the 
account of the Netherl&lld.o Baal!: at the federal R .. •n• Balik. B. I .S. Account f2 
h gold. oWM4 by that iao\1 tut1on. The treaouey granted. pera1 .. 1oa to the 
Federal t o aako thio tr&~~ater. 

!he Bo~a:r o1lnr <tllotatioll waa uc:hallpd. at &II oqii1Yalnt ot 39· 661· 
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I'BCKl .&aeriou lllba .. r, IU.o de J ueiro 

iO.l M 

DAB: rebl'll&l'r 12, 19<60. 

OONJ'IIZNTI.AL 

Reference 18 llade to ar telegraa no. ";• dated 

Janu&17 :n, 1940, l P••• 

343 

lenral t1mee latelr .lranha baa aade the obsena­

t1on in ar presence that one of the moat important dra'lf­

baoke to aol rtng the oontroTerar onr the debt e1 tuation 

1e the taot that 1t baa been definitelr cleolarecl bJ the 

Br1tieh and rrenoh that their bondholders' oounoil Will 

aake a publ1o announcement to the effect that the plan 

ot the Brazilian Gonrnment to par one half of the .lranha 

plan beginning 111th the t1ret rear of that plan 1a eat11-

faotorr to thea, while the United ltatea bondholder• ' 

oouno1l ie un111111ng to make a e1m1lar announcement 111th 

reference to the Bras111aJI Gonrnment 1 • plan for p.,aente 

on the bade of the final rear of the .lranha plu (&leo 

ther baTe not forgotten the re~~arke made br our oouno11 

laet ea.er about 'moolterr• aDd ther are atra1d that there 

111gbt be a repetition) &Ad the Department of State ie 

wnr1ll1ng to ear aore than that the otter ot the Bru1llaA 

Clonr.ent 1e a atep 1n the r1gbt d1reot1on. 

ot 
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Of oouee I han adA a r.ll ezpluatioa ot the 

o11'0111ietuo•• to Arallha &114 to.ol"l''w he h 101111 to 

talk to the hea14ent W1tb ntennoe 11o tb1• aauer. 

a&rJDr 

• 
• 

• 

344 
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Stcr.:tary of StatE, 

Woob1ngton. 

366 , FEbruary 12 , 6 p . r . 

PLAIN 

London 

Do ttd FEbruary ~2, 19~0 

Htc 1d 2:06 p . :·,. 

FOR TREASURY F!Hl! BLTTERWORTf:. 

Th E convErsion opEration rtportEd in ny llo. 163 

345 

of January 18, 1 P• " ., has now bttn collpltttd and thE 

British TrEasury is no doubt rcaaonably satisfiEd with 

thE rEsult . FiGurEs art not availablt but it can bE 

ta!a:n for grantEd that tht boldcrs or by far tb£ grcater 

proportion of thE i-350 n1111on of convcraion 4i' s :.vc 

asscntcd and will rtCEivc in cxcbangc thE ncw 2 pcrccnt 

bonds to bE issutd on July 1 . ThE FlNA!fCIAL 1-~"'iS coo ­

:!Enta : "Sine£ upwards of mlf thE cuts tanding issuE :Nat 

havE bErn in official hands whEn tht convcrsion offer 

was 1':18.dt and sinCE banks and thE d1aoount rnrkc t hove 

in ~racticc bctn dtnitd thE option of t~king cash thE 

!:lllrla: t looks for a convcrs1on total approaching lio300 

;:,ill1on. • As prcv1ously rEported t he convcrsion o,cra­

t1on hca also nadc thE Govemomt bOnd oarket strong er. 
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hac - 2- No , 366, FEbrv.nry 12 , e p , o,, trom London 

ThE savi nss ca=~pe.ign which wo.a launchEd ElEven 

wEEks ago has now ruultcd in the acquisition or abcut 

bSO Dillion Equally divided between eavinge ccrtiricatce 

and dcrcnaE bonds , Tht crgo.nhation ot the Nat1onol 

Sav1ngo Coonittce is expanding rapidly am nat1mal 

savings groups arc bEing rorn£d in tactorin, places 

or business and clubs , ct cetera , tor cxaaplc 2 , e10 

or such groups were rornEd during the po.at wEek Enroll­

ing 205 , 000 nEw anvcrs . This nover.u:nt is bcconing not 

only o.n il:lport= t n EililB by Which thE Bri tish GoVErnnEnt 

obtains fino.nc1ng facilitiES bUt 18 nlSO drawing orr 
an increasingly worthwhilE a nount ot purcblsing pOW£r. 

JO!DISON 

RPD 
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HSN TH£ O!tAJ! 'lENT PIAIN 

Ftbruarr 12 , 1940 

AJ1E;JBASSY 

LOllDON 

260, TwE lfth , 

~Oii ~EASURY FOR · Bt;'l'I'ER'.oORT'I. 

With regard to your cablegram of February 9 , 

1mtruc t1ons to postmasters in Postal Bulle tin of 

Ja nuar:r 23, 194 0, provide: 

"Under the act (Ncutx•ality Act of 1939) and 
t•1E present routing of mails , the following lists 
art g iven fa.• t l'.£ g~1idanoe of ma!. ling post off ices 
in aoctptins article s or materials l n oorctl- oc•st 
p..~c kagts , and articlEs or rratcrials or ' nnteriiil 
valuE in sr.e.ll packets, letters, or other cla3s 
IToll il . 

"Hails (Other Than !~ils for Dispatch 
by Aircraft Fr om the Uni ted State s) 

347 

"List A. -- ~il containing article s or caterial~ 
addressed to thE c ountries stated !.n this l!.st should 
not bE accepted unt!.l the sender tilt s ~Ertw~th a 
declarati on under oa th that all right, title , and 
interest tl'.£rtin haVE bttn transferred to ' forcign 
owntrship (SEE form of oath stated btl ow) . ". 

Grea t Britain and Northern Ireland art 1n List A. 

On Februar y 9, 1940 , the Post Otfict Dtpo.rtrntnt issued 

o. J)rtss release 1n which the f ollowing instr•Ictions art 

given to postmasters: 

"1 , Tb£ term •articles or materials which art 
not of material valU£ ' oay bt takEn as inCluding 
articles or materials th£ loss o f which would not 
resu lt in somE financial loas . 

"2. 
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h8t1 -2- No. 260, FEbruary 12, to London 

"2. PostJ:mstErs may , Without rEquiring thE 
d~claro.tion or tramrtr or titlE , accEpt for iW.iling 
to all dtotinntiona in tht rtgulo.r mils , c!Eclm , 
drafts , sEcuritiEs, documEnts , and othtr e:vidtncts 
or indtbte:dntss or intcrtst, which at t h E t1~L or 
lllfl111ng requi rE an E n1oroEnEnt or signature or a 
dtrini tE ptrBon ror transfEr or ore collEctiblE only 
by a dtfin1t E fErson or his agEnt . This nay bt 
idEnti f i Ed as Dtpt. Ruling No, 2• For t~E ?UrposE of 
ndt•i nis tration rn.111ng postnnotErs shall r EquirE 
sEndErs or such moi l articlEs t o cErtify on thE 
addrESS sidE: Of thE COVEr ' DEpt. Ruli ng No. 2 
Conpl1Ed W!th1 , in ordEr t hat thE articlEs nay not 
bE hEld for inquiry by thE dispa tchir.g ExchangE 
Offi CE • " 

Tht full t Exts of thE two instructions art being 

r orvlflrdtd by co.il . 

£A : HF:L'M'I 

HULL 
( H?} 
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IHTD OrPtca COMMUNICATION 

.... FEB 1 2 t940 

._ 1r. J'olq 

Ia aocordance with the ncruat contaa.d 1a lr. '!hc.peon•a 

~-or Dece.ber 26, 1939, than ia att.ched a -r.r repon 

ot etudiea or proJacte caniad .. 1a the Ottice ot the O..eral Couuel 

tor the -th or le:tm.arT, 1940. 

• 

; 
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!!IIW•RT 1!!I'OJtt (II 8NUIJ8 Oil PIW1I:!s D 
!Ill GmCI OP !Ill OJnftAI. OOUISIL -

lAB'!X l"Q 

llopopolT SWy. In our lut report it wu et.ted that thia pro-
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ject woul.cl be C<ICpleted b7 l"ebruaJT 1 1 1940, 'l'he coUectioa ot the 

uteriel l.Jnool.,..4 baa been c.-pl.eted, but the teak ot orcenid.ng eJid -­

J.1sing the Yol.u.illolu date which ba.,.. bee cathered eDd ot tolWil&tiJic 

eoncluaicu tbaret'l'oa baa proored ao peet that it ia 1101r cpeeted tba\ 

about a1x ....U IIOH w1ll be reqa1red to w1D4 qp the job. • ...... 

0 1Camell, lta4ea, eDd iloiZidl.ar are -.:aced 'QpOil thia worlt. 

2. PMtou Litig&ti!lll studz• '1'h1a Mtter baa bee rb• tartber att.o­

ticn duriD& the put 8Clllth. J. eonter .. ce ..... hald 1:A In York with J.aai ... 

tent J.ttorne;r Geurel OUnr, the '1'reenr;r Depertaent being reprea .. w b;r 

llr. Oaime1 llr. Agee, 8Dd llr. Donm, llr. Olber h&a expreaaed apprec1et1oa 

or the cooperation rece1 nd troa the treeaur,. Depertoleot aDd haa requeated 

turther Ud. J. e~ ie elao being ude of the t'cmcticaiDg ot the Law 

Dideice at the port ot In Torlt, part1Cillarl;r with retenmce to the ~ 

eibillt;r of tlzrtber ooordiaatice ot ita actidtiee with those ot the J.aei ... 

tct J.ttoru;r a..nJ. 1:A cbarc• ot cuatou Uti(atice. 

3. "nk ot tmrfP'. Darl.ng the 8Cllltb .. ueieted 1:A the preperatiaa ot 

n-roua 1Nl'n7"t eche4ulea, a atudi", eapeoiall;r those of a le(el na­

ture, nl&ti.D( to the limit ot AMrie& cue, a the ~SOil ot the-

41t1ce ot that bulk with other aaticeel bezlb, '1'h1a work is be1:Ai d-

11114er the lll!pa'rte1Cil ot Jlr, lld'-7 Se,.oar 'ldlo bu 'bMD retaiMd u 

•l*li&l -..1 1a the limit ot .-.rica cue. '1'he attozu;re actaell;r 'IIDl'k.-

•• 
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4· Barootic I.a• •- mMti. It ia propoaed to eatabllah a Dn 

oecupat10Dal. tax cl.aaait1eation Ullder Uta narcotic law tor hoapital.s. 

Thee• inetitutiODS haTe heretofore reciatered either .. praetitioaera 

or as retail. deelers, Dei ther of which elusea is applicable to a hoe­

pi tal. The nn clueit1eat1cm tor a hoapital. will be apeeifie, and 

duplleate reciatration and the keep1Jic ot dupl.ieate recorda 1l1ll be 

aYOided. 

The proposed e==....,ta abo ccmt.pl&te a drutic ranaicm ot 

351 

that section ot Ute narcotic law 4-HD6 '11th the ao-e&ued ex.-pt nar­

cotic prepare. tiona . The attect will be briatl.7 to exclude troa the ca.. 

sitication of eo-called exaapt preparation• all those udioinea and ,__ 

dies which an potct.ial:cy hahit.-!oJ'IIinc, t.e., the ~t prepAration• 

claseificntion 'lill include 9l1l.T Uloae preparatioaa 'IIIlich contain 110t 

110ra Ulan ona grain ot codaine to the OUDee. All the other eu.pt ~ 

arat10111 heratofora included which ara potctiall7 habit.-fonoing ncb u 

parecoric, 'lill be raqu1rad to be eold 9l1l.T pllrallllllt to a lawf'tll. ~ 

acripticm. 

. The tbUd propoaal. ot the projected _...,ta is tha: JOeldnc it 

lllll.awf'tll. to aall or posaeas nareotic etrlp at&ape (denoting the ~t 

of c~ ty tax) a:capt tor bOlla fide tax purposes. 1hla amencboent 'lil.l. 

prneot the atupe be1.ng an.U&hla tor poaaihle abuein woe liT illicit 

d1'QC paddl -· 
'1'he abaft ll&l'COtic uttera han receind the attctiOD ot !oaiqw, 

Lullore and 111~ ot the llarcOtioe IAcal SectiOD, mel of lllu llcDaU ot 

' ' 
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S. InCO!! Tax staty ot Stock !!tceb!d 1A f!x::h:tt !;!chagge for Stog. 

A atuc~T wu CCIIIpleted 8Dd & rec~md&tion torardeol to llr, Tarl-

wi th respect to tbe conf'uaioo now exiet1Ag 1D detenlniDg the baaia ot 

stock raceiTed 1D & tax-tree acball&• tor etoclt which wu acquired at 

different U..• and ditterent pric ... 

6. D!ductioo tor Loaaea 011 Tngaact10!1f 'l!r TWo Corpor&t10118 O..ed bz 

Sue TN!''I'11n•l. At the SQCgeatioll ot Juatice, e atu47 wu Mde and a 

reooaaeDd&tion forwarded to llr. Tarl- tor lecialation to necatbe the 

ettect ot tbe dacieicm of the court 1D Cg-'aei011ar Y. w. r . '!.'rlwble t 

Sont, 98 F, (2d) 853 (C ,C.A. 341 1938), mich ha4 the ettect ot &llowinc 

a deduotioo tor losses on trenaectiona by two corporations omed br tba 

- 1Dd1 Tidllal. 

7. Conac>114t.ted Retuma b;r Leaaor-I,eaaM J!Allroad Corporatig. A 

atud7 waD IUda ot the suggestion ot the .Aurican Aaaocietion of Ba.U­

roade to penait conaol.1d.ated returua to be tiled br leaao,...leaaee rail­

road oorporatic:e., am a report ln!.laitted to llr. 'larlaau thareco. 

8, Tuatiop ot Igg?!! trca C I!'V Proptrtz. COII81der&t1011 ...,. gi..., 

to 8\liK&Sted ,__...,te of the .. thod ot texlDg iDCOM tree ..._,V 
propert;r (toe ether w1 th tba appl1cati011 or the eatt.te and gill taxea 

to c~t:r propert;r) aa BlliK&ated lJr Jlr, stua, Chiet ot stt.tt ot the 

Joint eo.ittea oo "Interual ~ Taxation. A prel.ia1Dar:r dr&ft ot 

report bae bee p-epered. 

9, l!e4 I!tb\ p ' 7\'• • , A atult;r bae been co.pleted and a ~ 
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cli.tfioal.tha, po .. ibillt.iaa ~ liti&at.ioa, 8114 11114ue 8IIDCIJUICe to 

texpqera DOW occuicud 1D dete1'1dA:iJle when a bed debt deductiCD or 

a. deductiOD for worthl .. -aa of atoolt 11&7 be taken for iJlcoae tax 

purpoaee . 

!be tin pl'e<'.,,nc iteu were worked lQ)Oil 'b7 Mr. Bailinc, ~ 

inc Reed of the X..1al&t.iOD ad BacuJ.ati<me DiTiaiCIIl, BaT-. 
10. Deduct.ibilltr of Certain Iteu rr.. Grou InCOM• J . A. Iiller 

of llenchal' a etei't baa cocopleted a atud;r of the IntemallleTeDDe a.u.au 

and court poait.iaD.B on the deductibll1ty tree grou iJleOM ae ord1n&r7 

and DeCela&rT .xpens .. , Of expewlitur .. iJleurred Oil 8.CCOllllt of 1ll11£al 

conductl with particul4r reference to the deductibility of back pq 

awards (and aeaoeieted litigat.ion expensea), which the !ational Labor 

Relat.ione Board ordera an 11111pl.o)'V to pq to reinat&ted .-plOJeee ae 

coapeneation for abecee tree work cawsed 'b7 an Ullfair labor practice 

of the -.pl.,..r, 

11. Stnglt D!&th Dgt;:r for the Statu !!!!I Federal !lo!!nmct in Lis 

of the Preat!!t State Tphert+.ep"' !!!!I Ft!ltral l!t&ta Tuu• A stud7 ia 

plemled of tht poaaibll1ty 8Dd deeirebll1ty of legialat1CIIl which ~ 

result in a •in&l• death dnty for the atataa and Federal Goveraaent 

(iD lhll ~ tht present atata inhtrlt&not and Federal estate taxes) • 

to be iapoaad aad colltcted OlllT bT the Fed&ral OonrDMDt, and thea 

d1Tidad betwc tbt at&taa 8Dd the Federal OcrnnJM11t, Jlr, Iiller ~ 

'JeDcb&l • a atatt will probeblT 1lllllartake th1e •tai!T • 
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12. An1hb!11V ot !lpJ!!ft IWict:n·t Tax !!ttwna to the Antitrun 

!)iviaiOII, lwtict• A •tudT b beillc 1114e liT tbe Proceaaillc Tax Bto­

tion ot the Appeals Dbiai011 to det.rlline whether the eo..!aaianer 1a 

authoriatd to -.Ice anUab1e to the Alltitruat Division ot tbe De~ 

MDt ot J'uatice, All ot the Bureau ot Int.emal. l!tvemla tUea in con-­

nection with tbe retomla ot l&jut. aricbllct. tex llllder Title m ot 

the ~ Act ot 1936 8lld the cJ.ai.u llllder Title m ot tbe Benlllla 

Act ot 1936 tor the re1'uDd ot 1111101111ta paid u proceaaillc taDa lJr the 

proceaaora ot tobacco, pe.rticul.arl;r tbe aajor ~aret.t. -r ... cturwe. 

nda work ia in charge ot ~ r. Brown, Chief, hoceaaillc '1'y 

Section, Appeela D1 nsi011. 

lJ, Propoatd Rt!cue .Adainiatrative Code. Work oo tbia project. ccm.­

t.inuae. The pronaiOIUJ relatillc to alcohol texas ru. ... bee wboitttd 

to the Alcohol 'laz Onit tor atua;r. It """' •- that the 1101'1< 011 th1a 

project 1l1ll haft advanced ...tticictl;r b;r l.at. epzi..D& to haft 

llr, fralnor, UDder lboae diracti011 the work baa ~ daae, .,... :in tor 

t1Dal renew ot the -~. 

354 

1.4. r,J elati011 ra c....tarta1th" Co!!apiraci!f· !bia proposed 

legiala tioa, llbich would uke applicable :in canapirec;r ceaea tbe pcal.­

u .. preecribtd 1n the Yarioua COUDtertei tillc aecti0118 ot the l.aw, llbiob 

J'QD .. h1ch .. 15 ;rear• 1apr1.-t, baa btlll dratttd, oleared w:ltb tbt 

interaattd 111.,c1 .. 8lld ia 110• beiD& renewtd br lladpt. hbla Gl4 

111•• Jlodal 1a ~ •• llbop .wbd 011 tbie. 
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15. Ps-'nr1• '"')> 'l'oc•tlm' 111~ ~. o~er utere..w 

qenciee w dratted propoMd bT-J,an, a cbArier, alld a cODTctiCD, 

covering ~ 'bulk'• acti'ritiea aDd ~tiea, ate:" 1e pertic1pated 

1Jl a maber ot 1Atel'-4epart.ental. CODtereacea, alld COD!erencea a~ 

~ Pan Aaerica UniOD relative to ~. propoeed 'bulk, '!his job wu 

lw>dled b7 Jlenn, Peble, lriedalm aDd Flriii'OD 1Jl Baroatein'a ahop. 

16. S!boWe Aarg~. le han bee cooparatiq 111th ~ Depart;ullt 

ot J'U.tice 1Jl caanectiaD 111~ Uticatioo Hlatin to ~ nuda b7 

~~ II1Dd Claiu c-iaaioo, United stat.. alld ~. 011 the eo­

called aabotqe claiu. the INit 'llhlcb wu broupt to tlljoiA the 

Seoretar)r ot ~ Tra&IIUlT troa pqiDg web awarda waa diaaiased 1Jl 

the 1owr court aDd is DOW being appealed to ~· Court ot Appa&la tor 

~. D11tr1ct ot Col1ab1a. Ccmeurrc~ a croaa actiCD baa bee broQcht 

b7 the bol.dera ot ~ sabotage aw.rde to ~· ~ court direct the 

SecretarT ot ~ 'freu'ar7 to pq web aw.rda. 'fbe latter actiCD 11 

atiU ' ' tnc 1Jl ~ DiJrtrict Coart. Peble, lriedMD, IIDd 1111a Bodl1 

' baTe 4noted ~ U.. to thi.a taalt. 

17. 1n17 !1nr! p=rtic sum. the procluatiCID ot ~ Preeidct 

ot Deoeaber 21, 1933, relatillc to n.wlT ained dauatic allver, aa 

110dit1ed troa tiM to tiJDe, expired Oil Dec•ber )1, 1939· Appropriate 

:I.DatnlotiCIDI wre prwpered alld ltllt to the coiJlap ainte • tbe 01117 

aUver r ""'"II to be Wivered 'IID4er 8adl JIZ'OC'l-tiOD 11 aUver 

title to 'llhlcla wu vaafarred to tile UDited statal CD or ~­

Du__. 31, 1939. 'fbi~ wu bmd'ad 'lllr Pabla. 
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1.8. !l!prod!!cticp o! ID!.spal l!r!ppt 8' '. '!'he Trea111117 hu 

r.oectl.7 reeei-..d a Dllllber of oc.plainte th&.t the lan with ..,.._ 

gard to t1w reproduction or obllgatione, etupe, etc., of the 

United Stctea prevent ccnmty clerta Gild other perecma • . pboto­

atat lecal do-ta .rr- pbotoatatiDg doc~~~e~~ta 'lhich bue at­

tached to th• cancallld ID terna1 ReTeo:u. ataape. ID order to 

cure th1a aituaticn..,. reeeotl.7 dratted end there w.a issued.., 

o.uthcriaaticn by the Treaaur7 Departuot penoittiJl€ the incidelltal 

reproduction ot cancallld IDternal ReVIID'IM stamps 'lhich occura 

'1111., legal dcCUMDta to 'lhich 8UCh atlllpa ere att'1xed are photo­

atated. This work was perfoftlfl!i by Pebla end 111oa Hodel. 

lira. Cu.pise, of our Statiatical Unit, ia world.Dg on the tol-

lowing projectaa 

19. Snt. tor reccntlng l!a!ltl!tial Dt.ta PertainW to Legal p..,_ 

•mel !!7!!l Applleapta. (a) .t. pmch card ayat. t~r keeping a 

cbrcnoloe1cal record at -~t atatua or legal peraoanal aa 

..U u data cn ..tacatioaal end prot .. e1cmal ~ is beillc 

U..tallld. ID th1a -.r intoruticm em maber ot e.ploJMS, 

gradee 
1 

and ealariea tor tzJ:T fiscal year can be COI!Iputed rapi~ 

and lalowleosce or the tre.iniJlg and epecialbld experience ot our 

legal peroozmel will be Hld117 available '1111111 tranlll'era or ~ 

tiona are under ccnaideratioo. '!hie projeot ia about two-thintl 
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(b) hcte conceru.iJ>g apProxiaatelT 2,000 applicants for 

pcsi tiona on the legal staff are being recorded 1n the Ba.llle llallller 

1n order that peraone pcasesaing apecitic qualifications aay be 

found 1n the JD&as of files .. cbanieall;r. 'l'hia project is just get­

ting under W&J and will require senral aontha for COIIpletion. 

20. Legalitz of an IJnranlted l!edster for Lawurs IJnder the CiYU 

Service Act. We ban prepared a ...,rand,. on this subject for sul>­

lliaaion to the ~ttee appointed br tba Preaiclent to inYestigata 

methode of recruiting and promotinc profeuional persotmal . 'l'he -

rand\lll """m1nas the legality of a proposal to select laW7Brs for the 

competitin clusitiecl civil service troa an wankecl register attar 

their competenq baa been ascertained br an open competitin e:moi­

natice. It concludes that the authoritT granted to the President br 

the C1v1l Sern.ce Act is broad enough to perlli t, in the intareete ot 

good ec!e1n1etration, biB -uticati011 of the rules to effect such a 

Mthod ot recrui~t. ~s job was bandlecl br lleasrs. Cox and 

Feidler and lliea JlarT Goode . 

21. L!£all tr of Sale of lline-s-pera to Prtnch GOYen~J~eDt. 1he ques­

tion arises in a tielcl of law which is unsettled and 1n a state of nux. 

For that reason it was d-ec! advisable to make a thorough study of the 

lega11t:r of the sale of nesels capable of engeging 1n hostillties br 

c1tbeca or persDDI within this countr:r to bellJ&erent cOUDtr1es. 'l'he 

...:lraJidaa coocludes that neh eale ord1D&r1l:r 1e probibited b7 the 
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etawt.a of thi.e COIJIItr,- 8Dd b:r the priao1plH of 1Dtanlaticaal law. 

'Ibi e work _. daDe b7 .. aera. llortoo 8114 Dlmlec. 

22. IAterc!J!t101 ot teltphme ....... All op1Dion..., ~er.d 011 

the (!UelltiOD whether eect1cm 605 ot the "-'oet101le Act of 1934 
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1e Yiolatecl (l) whee m 1Jrreat.taator for the Depertaeat llat.e 1D ca 

telepb.cme CODTere&t101l8 of a ~ 8114 report& thea to IU.e saperior 

for .,.'nh\rat1n act1011; or (2) 'llhec a oftio1al of the DepartMolt 

MChanlcall7 recorda CODTere&tiOIUI held liT h1a with another person &lid 

reprodv.cea th• to retreeh !Ua -17· 'Ibia op1D1Clll wu preper.d liT 

Kiea Goode 8Dd ccmcllldea that (l) 'IIOIIld be a nolatl..., of the Act, bat 

that (2) IIOIIl4 DOt. 

2). lyi!41c\3,9!1 of eout Guard• All op1Dion, preper.d 1>1 Jlr. z..rq, 

na reDdered, e:c;preaaing the cccc11111011 that (l) the Cout Guard baa 

jur1ed1ct10D o.-er ~can Teeaela aqmare OD the ~b aeaa outal.4e 

of the te:rritorlel atere of 11110ther SOY&~\)", lllld (2) jurbdictiCIII 

onr foreip T&&Mla depend& upoa the law to be ectorc.d, the facta ot 

the C&M, Uld the ead.at811ce ot tnat;r obl.icatl.cma. !be op1D1Clll t:'artber 

concl'lldea thet neatrelit;T atatutH 'llhicb are n&Ti&&tl.OD lan ~ be 

enforced b7 the Cout Ollard, 8114 that n&Ti&&tl.OD law 'llq be entcrced 

11p011 tnav THHla within 01l8tou wtera, thOQib beJODd an hour'• · 

24• !yt ffi''M tv !'!!Mr !'P'smt! ot Be11z 1'• !be quuU• -

conal..cl..s ,..u..r tlot Secretai'J', 1D tak1DI - r.cucaa ot Jllrector 

• 

Regraded Uclassified



-10-

General of Rail.roads UDder Reorganization 1'1&1 llo. n, took e.utho1'-

1t7 to pq (1) c41aa 'tor ~~a&es ee.med durtne Federal control 8Dd 

(2) cheeks for ~~a&es issued during Federal control but not presented 

prior to Karch 1, 1922. An opinion was rendered concluding that pq­

lllant of such clail:la, whether represented 1>7 check or not, should be 

denied. Section 206(a) of Trmaportation Act, 1920, shows CoDgre&­

oional pol1c7 in faYor of lia1tetion. P~qUDts 1>7 the Director Gen­

eral of Reil..roads prior to Reorgani.zation Plan llo. II cannot now be 

questioned. This opinion was prepared b7 IUaa Goode 8Dd llr. Gllloore. 

25. Withdrawal of Cartain Funds Covered into the Tre!\S1U'1• lie ex­

plored the question whether the proceeds from the sale of orange­

colored food stamps of the Federal Surplus Commodities Corporation 
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and funds of the C<owMit:r Credit Corporation which represent advances 

paid by producers to coYer the cost of cleas11)1..ng cotton, it covered 

into the Treaaur,., ~ subeequantl7 be witbd.rem tharefroa. An opin­

iCD, prepared by 11r. 'lolL, was reudared, concluding that section 19 of 

the P81'11&nent AppropriatiOil Repeal Act, 1934, roqul.res that such 110118)'11 

be coYered into the Treasu:r;r, and that their withdrewal ,is authorized 

by the soid section. The opinion proposes establishment of a trust 

fund under section 19 from which pqment of cloims represented b7 

blue-colored food stamps ~ be made . 

The following proje<:te and studies were all handled bT the Legis-

letive Sect1Cilt 

Regraded Uclassified



-U-

COBmDA!IQ! OF PJWp:Ts 

26. l!!ltnl, Ilepositerr Bnte.. (For 4aacription a" prniOil!! report, 

August 5 to De-ber 26, 1939, Bo. 6.) The preparation of e bl.ll 1a 

in procau. Several conferences ban baeD hald with represectatine 

of the .D1v111oo or Account. BDd Deposita aa wall aa a eoo>tarecce with .. 
the Oeneral. Counaal of the Federal. Deposit Insurmce Corporation, 

'Zf, CocU.tieaticlG of .lnti~tarfe1 t1pg apd. Related Lawa. (For 4a­

acr1pt1on a .. pr-erloua report, Ho, 7. ) .l 4ratt of a bl.ll, an gplea ... 

to17 -randua, aDd a breakdown of e.xiatins COIIIItarfeiting lawa with 

ennotatiODs to indicate where each matins offense baa beec provided 

for in the bill bave been prepared ey llr. !token of llr. Bernar4 1 a office, 

Although the bill 1 s compl.exi tT u:t aaka illposaibl.e the achiniDS or 1 ta 

.Nnal fora Uld 8Utaisa1on du:r1ng this saaeion of Congress, considerable 

progress haa bee Mde. 

28. StreeeJ1n1pg ~tile for Paying 014 atacka. (For slescriptioo 

s" prenoua zeport, lo. 8 . ) Jfr. Bartalt haa decided not to sulld.t ~ 

lecialation Clll this ll&ttar at this tiJaa, .lltlloaeb he 1IDDld be pl.eaaad 

to have a bW _ted, he does not feel that i t ia worth the eontro­

vorq wbich 1IOIIld arise if a bl.ll nre autaitted at this U.S aa a · 

separate piaoa of lecialatioo. 

29 , l!!rrl•oa J arcotie .let ••r!•!pta. (For 4 ucr1ptico see prnioua 

report, Bo . 9. ) A bill to IIIIAIII4 ft.J'ioua nucotie prorlaiCII!! of tile 

IJltanlal Roo•- Coste, bT ralinizl& boapitala troa a ciDilhla occapatiooal 
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tax Uld bT olulli1)iac ..q 41aoovii1'id ~ 4erl:.,.t1Tu, to-

cether with l.etten or truaittaJ., bq bee ~pued 1>7 lisa llclll&tt or 

the Lec1el.&t1n SeotiOD. 'lheae uteriala ba<re aow beeD initialed 

throuch the Depe.rtaeot Uld torw.rcled to Bladcet • 

.30. !!C!I!d Sunv• (For 4 .. cript1CD ... preor1cnaa report, lo. 10. ) 

Cond4erat1CD 1e beillg ci.._ to utnbsnc a bill introducecl 1>7 s..atar 

llcCerran to proYi4e tor the ~t bT the United Stetaa ot the~­

CD a bl.anltet lnlr'6t7 band COTerinc all Federel .-ployeea u a poeaibl.e 

Tehicle tor aecuri.ng enact.ent o! a bill to eatabl.iall a ael.t--eapportinc 

Fedarel !14.Uty hondlnc IIJBtea. 11th this in vi.,., a report OD s.e&tor 

lloCerran 1 1 bUl 1 to 'Ohioh will be appended the bill prepared b7 thia 

Department, 1e now aa8Ullling ita !inal !ora. Jlr. GNMn is hendHnc 

this utter UDder llr. Bemard'a 41rect1ou. 

31. Atakm'rt or ClaUul ¥ainat the !Jpitad Stat.,. (For ducriptiCII 

... prenows report, lo. U . ) A drat't or a bill 'Ohioh will protect the 

'trw.nry of the Un1ted statae, b7 reqv.1rinc ore41tore of cl•1•nt.l 

qainlt the UIUted Stetaa to aacura a cou.rt ordar in a caae lllaNin 

periiOII&l. aerrtce hu been obte.ine4 qainat a claiunt or tba United 

Stat .. before the Treaaur7 can be requ1.ra4 to witbbold ~t, hal 

been 4rotta4 11114 approTed bT Jlr. Barnard and llr. Tietjana. Jlr. Grcua 

1a IID'Ir prepariA&l.etterl of t.reullittal to the Colllerel• ot the 11n1te4 

Statal. 

32. C=p'lp'dm ot ILptey Btt1jPttl. (For dMcrlptiCII - JINYiGU 

) -- ].an ot the ~ -S.C. ot the ?6th CclllpUI "POrt, lo. u. ..... 
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~~a ... bMo c.b.cked, blat tiDal &nucamt ot aaterial, checldDg ot 

slip lan ot tbe MCoad aeeaioa ot tha ~t.b Cot~Breaa, pt'epUaticaa 

ot tootnotae 1 bead notes , llDd 1Ddieea IIWit be caopleted before t.bia 

aateria1 1a reed:7 tor t.be printer. 111ao JcDutt 1a eontil:ttWig t.bia 

work UDder llr. Bernard' a superriaioa. 

)). Coi!!?Uatioa in .Amlotated ron. ot J.awa Uld l!egula tiona Mtect­

i.ng Govemaent Paraoanel . (lor description aee previous report, Jo. 

lJ.) All the attorn"711 in t.be Lec1alatbe Section are continuiDg 

tbia project UDder Jr. Bernard• a supervieion • 

.34. Raorxan1zat1oa Plans. (For description see previous report, llo. 

15.) 

(a) Centra1bation of F1n!!!~W Control. l'he t1nal. pro­

poaa11 COIIIp].ated 1>7 Jr. Bemard, ia now in t.be bands 

ot Blldget. 

(b) Diatribution ot l'lmctiona ot t.be s.u-u ot !!aril!t 

Wpection IIZid Javigati!!ll. 'lhia baa now baeD put 1D 

tiDal tor. and ... t to Blldaat. 

)5. Cocl1tie&t10!1 ot Federel l!e!n!J.!,tiO!la. (lor description •• pre­

vious report, Jo . 16. ) 'l!da work, t.ba TreUllrT pbaa•• ot winch llr. 

Spillgarn 1e ~ on UDder ~. Bemard' • npervision, 1e etul 1D 

procrMio 'lha VO].- (7 llDd 8) IIOW pu.bliabed pre&IDt a VU'f ~ 

like appaaruoe. 

9e'r'\' l Cf='ttlt w t"1n1etr&\1Yt 36. Cooptrati!!p witb Atto!ptz 

Ptoetdgg. (J'or cleecripticlll - previou report, Jo. 17.) All won: 
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requeeted to date has bee eOII}lleted. Ill'. ften.e of llr. llen>ard•a 

aWf stands ree4T to tarnish a~~;r t'urtber infol'lllltion which the ea.. 

mittee aq request. 

'J7. All!!! Fiah1pg Probl•. (For description see prertou report, 

No. 18. ) SeYeral bills on the alien tiehing probl• are pomdlng 

before Coagreee. Their &eneral purpose i a to Allericanize our t1ah­

er1ea b7 requ1r1ng all vesseJ.a 80 eng4«ed to be Alleriean-o-.ned and 

Aoeriec....anned. Ill'. illaDd has been intorucl thet since the pollq­

and problems inYolved, i.e. , nationeJ. defense, foreign reJ.atione, 

navi&ation and f isheries, are all outside the ~·e purview, 

the Treasury did not wish to make recommendations troa a pollq- view­

point. lloweYer, inasmuch &8 Custoas and Coaet Guard IIUSt enforce such 

legieJ.ation, the Treasury wu interested in seeing that the legiala­

tion, as finoJ.lT dret'ted, Willi capable ot .rreetive lfttore.,...t. At 

Mr. BlaDd•a request ,.. are -tine with representatives ot other 0.. 

partaante to coasidar th_e subject . !he la"7 Depe.rUoeot ia pu-ticalar~ 

interested becauu ot the eapi011qe qla and ia teld.ag the lead CD the 

matter. 

!!E!! ST!JDII! 

,38. C!!.etoy ReorgaphaUop.. Ill cooperation with the Bureau or CUstou 

lolr. Spincal'D UDder Mr. Bernard ' s direction haa drafted a reors:anisatiCD 

plan, abollah1nc the poeiUODB of Coolptrollara or Cuetou and ot the 

Bunqor and Appre.ieer at lew Iorlt, and transferring their functiCDe to 
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existiDg posit iODB 1D the cuatou lenice. A Mssage to Corlgresa 8lld 

a letter to the President explaininc the purpoees of these changes 

have been drat'ted, and bave been siped 'b7 the SecreterT • 

364 

.39. Reatrict1011l ot Erport ot Vi tal l!atar1AJ.a. 'lhe Lecielathe Seo­

tiOIIl baa been cooperatillg '1'1 th llr. 1lh1 te ' a office 1D conaiderln& lecia­

lation to restrict the export ot utariel.a Yital to naticaal defense. 

A ~ttee ot the kecutiTe Coaittee Olll CoamerciaJ. Poliq bat bee 

holdiDg -tiDga, and repreaentat1vea ot llr. llh1te•a ottlce 8lld the 

Legialat1Ye Section bave attllllded . Two altemative dratte deeling 

with the eituation have been prepared. One r estrict& the export ot 

vital IIIAtariale eolel.T upon the baaia ot Mtional defense; the other 

telcea into consideration the additional f actor of whether or not the 

United Stetea 1e dependent upon imports tor ita supplies ot such uter­

iela • Re¢OIICIIODdJltion U to mat the Treasury poai tion ahould be <Ill 

thie lecielatioo 1a now being prepared tor the conaideretiao of the 

Secrete.rT and llr. Gaston • 

.l IAcialative Secti<111 repreJ!mtatiTe bat elao bee attendillc 

heariDc• ot another n~twa of the l:xecut1Ye ec-ittee oo ec.. 

aercial Polic;r which is eng84Sed 1D a~ lecialation desig:nad to 

perlllit grea ter restrictions oo import& than those applied UDder the 

present cti~ &Ad counterYailiD& duties legislf.tion. llr. Spia­

gam, UDder 11r. Bernard's direction, baa be• baMllng this . 

40• eout Cl!!&rd ?F'b!!a am . .tn <-tbua eoaat Guard bill inteaded 

to ....w1 11114 cl&r1t'7 a~ ot atatutaa perta1n1ng to the Coan Oword 

Regraded Uclassified



-16-

and to euppl.;r authori t:r now lacld..ng for certain requiai te actions 

is being prepared by Jlr. Koken under llr. Berna.rd•a supervision. 

The proposed bill will amand -.-,g other a the following statutes 1 

The Act relating to the retir~~~~~ent ot the co••ndant, assistant 

comandant, and engineer in chief; the Act eatebH ah•ng the ottica 

ot aaaietent ., .... ""•nt; the Act relating to the discontinuenca ot 

Coast Guard stations; and the Cout Guard ReaerYe Act of 1939. M­

juataent required by the consolidation ot the lJ.ihthouae Service 

w1 th the Coast Guard is also made in the proposed bill. 

41. 11itbdrawal of Registratioll under Harrison Narcotic Act. &lact... 

aent of a bill to enforce various treaty obligations of the United 

Statee and for other purposes, aiJIUar to a bill drafted in 19.36 under 

the direction of Jlr. Heater bu.t never autait ted to Congress, bas been 

recommanded by the Coaaissioner ot Narcotics. The conatitut10Dalit;r 

of thia •easure, -.bich is duiglled to withdraw reci&tration under the 

llarriaon Narcotic Act troa persona ldlo hAve been convicted ot a Fed­

eral or State narcotic rlolatioo, 16 beiq at..Ued. 
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, • ..._,. 12, 1911o 

hoa: Ill', hll 

!he lo'""Claa lllllleter called oD •• thh aonloc ooDcerlliq 
&l.rplue reqv.lr•ete of hh &0?•1"11aet to be purcbaud ill tbe 
Oni ted Skt... lie e&l.d ~t he all4 C.,t&l.D llohtel4t ot Uwo 
Jonreciu A:nq, wbo h ill We _,1'7 tor \he Jllll'PO•• of l.aJiDC 
plane \o purcbaee \heee pl-e, ba4 ha4 a oolltereDce wHb Uwo 
PreeldeDt laet ....C, JceordJ.q \o the lllllleter, tbe Prelld.et e&l.d 
he W'OUd be Cla4 \o help the JorftCiaD OoYernaeDt ill enl'7 wq poui'ole 
aDd ...,...,.a thet \he lllllhter ooae to ••• Uwo Secret&1'7 ot the 
!reuur)'. !he S.eretar)' belq aq, he called. apoll .. lllnee4. 

!he lllllleter etated thet the lorweciaD Oon.,...,t would lllte \o 
purchaee 1-ed.latel.Y 122 plaDee, OOildeUft« of 50 cheure aD4 72 
'ooabere, ud ill a44Uloll, W'OUd like to purchaee 16 enra ao\ore. 
Be a&l.d the\ thq prehrra4 Prat\ ud lhl tDq SC..JC) pl&ll .. or 
Ou.rtlee-'IH.cht eyclollee or a ooa'oill&UOD of both, &D4 thet the .,tore 
1111et be 'bull t to tel::e 87 octane IU• 

.Apparentl7 hh &')?81"11a81l\ teeh thet the dtvaUoll ill ~e h 
UJ'7 .. rloue aDd the\ 1t l'llllall4 4cu 110t bold out llorwq &Del hed.u 
will 'oe DU\, 

It H h poeei'ole, he woul4 therefore like to .U:e aD arraDC••"t 
ucler which hie eon~nt oou14 take pl&llee thet are DO• UD4er -­
facture tor our eon~t, l'ruce, or C)reat IH. tala, &D4 tb&ll han 
the ordere tor tbeee thr .. pYe......,.h tilled. troa \he ord.ere ot \he 
lonrecian C)oyar-t. ID other worde, wbetUute \he JorwclaD ordere 
tor pree .. t oontrach of tbeee otlwor eon~ate. 

I told h1a tbet I W'OU4 preeetlt tiM MUer to 1W all4 tvllieh • 
copr of q aeaor&ll41a oD the n•Ject \o Celpt&l.a Colllae eo tllat be 
ooul4 haYe wheteYer latoraatloll ... Dec•••&l'7 tor the Secrekl'7 wbea 
he reWnle Oil lloatq. 
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I . T. !1!!1 JutlD!!I Iu4fl 367 
Dleereo&Dclet betweeo our reoulte eod tbe 

(lloel publlthed rewult tor tbe •· T. !l•• lodex 
lolrbe UI'Q&llT troa tbe tact tbat oo l rl4qt we do 

DOt alw~S ban all tbt COOIOODID\1, 

; 

I 

• 
• 

• 
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D()l• of IINMrell Ull 1\a\11\l• 

To: 

rn.: 

lla\e Febr. 16, li'llt 

lire. Bet~ 

llr. Baa~ 

• • .. . ... 
·. , I 
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llr, Raaa 

PIIOW llr, OM'OT&Wt 

TREAsURY DEPARTMENT 

INTDI-OI"'''C. COMMUNICATION 

369 

04Ta l'ebrw.rT 12, l9llo 

SubJeot t lew York !laea Weakl:y Buain••• Index. 

Attached 7011 will !1n4 tablu C'*J>Uinc our CO"\)utaUona o! the 

!In York !1••• Bua1neaa Index tor the tour wiD andinc .J.,...rr 27, w1 th 

the t1nal r .. ulh publ11hed bJ the Bew York !11ea. In thou cuea cere a 

41reet cheek with publhbed data wu DOt pouibla, I bad the StathUeel 

Pool Terifr our oricinal eomputat1ona. 

At you will note, our ori!inel eoaputationa haTe been found to be 

correct in enr:y ine tance w1 th the toll exception of a dherepancy of .1 

in the index of .Ul Other Oarloadinl' tor the week endift! .Janue.rr 13, and 

eTen in thit oaae, the diacrepancy wae too ali~t to chan!• the reeulte tor 

the co.bined indez, 
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Jrew York !iloH ha1Deae Indo: 

115.9 115.9 115.9 115.9 

133·3 133· 3 133·3 133·3 

Power Production 105. 5 105.5 105.5 105.5 

97. 9 97.9 

Carl oa41Jiga 115,8 85. 8 85.8 

97.6 97. 6 97.6 

1117.3 

Index up .2 ott 1,2 ott 1. 0 ott .9 

It will be noted that all.of our tij:urea tor tbe ..arioua 0011-

ponanta of the l.ndu: ~eed e:raetl7 with tbooe publhhed b)' the 

!few York fl.aee, 

Since the !I.a .. doe a not publ ieh reoul to for the combined in­

dex until all c~onanto are aTallable , onl1 our lit h computation 

ohowing tbe reoulta for tbe e~hh index could be checked 4i­

r ecU7 ecainet publ1ohed data, !!owner a check of our orl.&l.nal 

figu.ree tor the firat three coaputatlono abon Hated ohowed th• 

to be correct in e•er.r caae • 

• 
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133.3 

105.5 

97. 9 

85.8 

97.6 

1117.3 
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... York !iaee Bnaineoo lndez 

I I I I I 
aCa.putatiantCaaputat1ontCa.putation:Caaputation1PUbliob44 
1 { 'ledlleoda{)t ( !buroda,r)l {hid!{) : {Priday) ( Slmdal) 

Production 112. 9 112. 9 112. 9 112. 9 112.9 

Ingot Production 129·7 129· 7 129.7 129. 7 129.7 

Power Produe t1 an 105.1 105.1 105.1 105.1 105.1 

91. 7 91. 7 91-7 

Oarloadl.ngo 87.2 87.2 87. 2 87.2 

100.1 100.0 100,0 100.0 

1112.0 142. 0 

llldex ott .6 ott , 2 ott . 6 ott . 9 ott . 9 

It will be noted tb&t with tbe exception of a dilcrepener of .1 

in the index of .All Other Oarloa41ngo, our tigureo tor tbe Tlll'ioua 

c011ponenh of tbe index -creed uact17 with tbe tlaal figure• publilhed 

b7 tbe lin York fill••• Oar calculation• tor .All Other Oarloadince 
pn a reault at 100.051 and in contonoit7 with uual practice, we 
raiud tha ficar• to re&d 100,1 while tha fill•• did not. Ill lin:/ 

ennt the olil!l>t dilcrepancr noted Mde no difference in tbe reaulto 

for the co•bined index becauoe of tbe rel&tinl7 MAll weigllt pnn 

to .All Othar C&rlodi~. 

Oar r .. nl te tor tha chupe in tbe ca.biDold index •ere contireed 

in eTerr cue e1 ther b)' poabllahad ti«UU'II in tha SaDdaT tta•• or b7 

anotMr check of oar oripnal ca.pntatiCIIJI , 
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Now York Tlmea Buaineoo In4ox 

Index tor Week l!lld~ J&nuar7 20. 1940 

Pl' od.u c t i cm 108. 2 108. 2 108. 2 108. 2 

I04ot Production 123.5 123. 5 123. 5 123.5 

trlc Power Pl'od.uc tion 105.0 105.0 105.0 105.0 

Pl'od.w::Uon &9. 7 89. 7 

Car loadi ngs 86. 2 86. 2 86. 2 

Car1oadinga 95. 8 95.8 95. 8 

ton Hill Aotivit)' 144. 6 

Index off . 8 off 1. 3 oft 1. 5 otf 1.3 

a wi.ll be noted that all of our f1gurea for the Yarious eoe­
po!lenta of tbe index at;reed exaetl)' w1 th tho final flgurea publ1ehed 
b)' the New York !iaea. 

'l'he reoul ta tor c:han&ea in the cCIIIbiMd index in ever)' cue 
were Yeritied b)' another check of our original coaputa tiona. 
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Jew York !iaee Bua1neae Index 

Index tor Week Bbd l nc Ja:lJ.U&ey 27 , 194<> 

Oo.pu. ta tlon Cceputation 1 

Production 113. 7 113. 7 113. 7 113. 7 

117. 1 117. 1 117.1 117. 1 

P""er Produc Uon 105. 4 105. 4 105.11 105.4 

82. 7 82. 7 

Car1oad1nc- 85. 3 85. 3 85. 3 

99.9 99.9 99.9 

146, 0 

Index ott . 3 ott ,1 ott . 5 ott . 5 

It rill be noted that all of our f 1cureo for tbe 'fll'ioua eoe­
ponento of the 1ndex acreed e%&et1y with the final f1cureo publiohed 

by the New York 'l'illea . 

!he reaul ta f or chane•• 1n the e011bined 1ndex in nery caoo 
were Ter1f1K b7 another cheek of our or1c l.nal eo.putaUona. 
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JT GRAY 

PA:t.iS 

Do. tEd FEbruary 12, 1940 

Rto 1 d 5 "35 • p . m. 

SEcrEtary of StatE , 

Wo.oh1n:;ton . 

206, FEbrt'B.ry 12, 7 p . m. 

F0"1 T"" 't'?.EA3URY 1?101! MAT'l'EE"~3 

Th~ qu<:st1on of our gold problEm and tht tff,ct of con­

t inuEd nocumula t1~n on thE aftEr- war - EuropE cont inuEs to bE 

a livE l y to!.:J).c of cUscus s 1on i n and out of th£ prEss. LA 

JOtffiN'S': nr"~U3TRIELLE 1r!li ch is thE mouthpiEcE or largE T.>r Ench 

industry ~nd r~s long bEEn t hE articulatE voicE of ult ra­

protEcti"Disn has carriEd a sEri ES of two ertjclE s undEr t~E 

bEading "AmErica, gold and us" , ~E suthor HEudElot startL~ --
fran thE orctisE that 1 t is all vt ~"'Y w£11 for L!r . Cbambtrla1n 

to ExprEss a nis~ for grEatEr frEEdom or tradE aftEr th£ ~ar 

but if in viEI"t of our cash anti c arl'Y policy t~ E alliEs arE 

oomptlltd t o Exhaus t tb£1r gold rtuErvES ~~ . ChambErlain's 

rEstoration of t hE libEral systEm "can only bE EnvisagEd 

t ' E EXtEnt trat AmEricans will a(5l'£E 
-...:. 

thEir gold stocks"• 
~ 

to prOCEEd to 8 rE-

( EIID 3 ~CTI CN ONE ) 

JIIT:tPlii 

NPL ' 
• 
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REB 

Secretary. of State, 

Washington. 

375 

GRAY 

Paris 

Dated February 12 , 1940 

Rtc'd 6 p , m, 

206, February 12, 7 p , m, (SECTION TWO) 

HE implies that if we do agree to such a distribution we 

would probably impose unacceptable conditions: "financial 

guarnntc~~ . sw)portcd by advantageous clauses in the 

commercial treaties which will determine international 

economic relati ons after the war" , He then proceeds 

with o. plea that "the peoples depriVEd or gold" in order 

to "preserve the maximum of independenc e" should decide 

in favor o1' a policy of auto.rchy. Italian autarchy, 

he says, is 1n no way comparable to that of Germany and 

German autarch;r would have "unquestionably succtEded" 

i1' she ho.d not devoted all her tf1'orts to armament . A 

French-Sri tish "island of security" can well be at ended 

to the rest of Europe o.nd the resources of the two 

empires would permit them to live comfortably for many 

years "•1 thout havins nEEd to consult o.nyone". The author 

of these reactionary views docs not even both to menti on 

any of the dro.wbacks or difficulties which the policy ot 

o.utarchy would inEVitably f&cr 

JIURPBY 
EKB 
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Storcto.ry of Sto.tt, 

Wo.ohington. 

GRAY 

Po.ria 

Dated February 12, 1940 

Rto 1d 5:55 P • m. 

206, Ftbruo.ry 12, 7 P • m, (SECTION THREE) 

On thE othEr h:md Freder~o Jenny 1n his Sunday 

a r ticle in last niGht's LE TEI.!PS o.pp to.rs to trto.t our 

gold problEm in somtr1ho.t cavalier fashion o.nd recalls 

tho.t s imilar 11\U\justifi o.blt nn.xitty" tool< plo.ce i .n 1937 . 

Ht t o.kts po.rticulo.r exception (as dots o. aimilo.r o.rticlt 

in L.\ SITU:d'IO!~ Ftbrunry 9) to Mr . Goldmwtis.:r 's sto.tt­

mtnt that our col d accumulation reprEsEnts non o.sstt 

which is of littlE valuE now o.nd whose vo.lut 1n thE 

future is unpredioto.blt" . In n po.rngrnph on the 

inttrnnl nsptot of the problcn he says he perceives no 

renson why wE cnnnot reo.dily again rtsort to thE two 

methods of prEvEnt ing ored1 t 1nfla.tion previously 

praotiotd namely rnisins ba.nk reserve requirEmEnts nnd 

1nortna1ng optn market operations. 

MURPHY 

E&m 

37S 
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JT 

Sccrctary of StatE , 

.las:.:J.ngton . 

GRAY 

PARIS 

Datcd Fcbruary 12, 1940 

Rco 1d 6!20 p. m. 

206 , FEbruary 12, 7 p . m. (3<:CTJOr FC.!lll) 

377 

WE may in addition, h£ says, r~sort to t hr "powerful supylr­

mEntary WEa!)on" of again putting gold into monEtary circula­

tion, Thus hE finds ~At the problem of avoiding thr dangers 

of credit l.nflat l.e>n "is in no wa y insolvablE" , 

T~~ning to thE intErnational asprct of t hE quEstion h£ 

says tJ:::c t s,.rcE thErE 1s littlE likElihood or possibility 

of furt1~ Er le.rgE scalE flights of capital to thE Un!tEd 

States ~nd sine£ according to Hr, GoldrnwEiscr's figurEs 

only 2 , 200,C0C, OOO of th£ 9 , 700, 000, 000 of gold which WE have 

rECEived in t~ last six yEars haVE rEsultEd from our excEss 

of tradE Ex~orts ovEr imports it is unlikEly that wc shall bE 

called U!)On to absorb eithEr t hE total or thE major portion 

of thE world's rrma1ning 4~ of gold, Without bothering to 

givE his basis for so thinking or EVEn to discuos alliEd rx­

port problEms h£ makEs thr statcmrnt tbat incruaEd armament 

purchas£3 in ~E UnitEd States will bE largely countrrbalanccd 

by decreasEo in normal pcac£ t1~ purcbaacs and bEDc£ th£ two 
. Allin ' 
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-2- #2~ , Feb. 12, 7 p.m. (SEC ONE) trom Par1a 

Allita' unfavorablt trade balanot should not grtatly in­

orcaat . Furthtrmorc , ht aaya , after the war thtre should bt 

a s1ztabl£ return flow (from tbt UnitEd Statts) of for£1gh 

f l ight capital. Even should wt aoquir t all thE gold hE 

aaya , tbert is no rtaaon to btl1tvc that "thE valut of thE 

metal woUld oollapst• . 

UURPHY 

BIB 

, 
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Secretary of State , 

Wns~1ngton, 

GRAY 

PARIS 

379 

Dated February 12, 1940 • 

Rco 1d 6=26 p , m, 

206 , February 12, 7 p.m. (3ECT1CN FIVE) 

Those who th1nk so bEliEVE that thE prcoent valuE of gold 

"results essentially from its international monetary functions 

and that if thE existent quantities arc concentrated in a 

creditor country having no gold payments to make thE mr.tal 

would ipoo facto lose a largE part of its value• , In thE 

first 'Olaoc , hE says , in briEf anowe:r to this , "It would 

only b£ nccco:~ary f or t h£ United States to redistribute gold 

by receiving greater quantities or foreign products and by 

making loans abroad• . (He maku no reference to the pol1t1o~l 

or othEr obstacles confronting Ei tm:r coursE) , But, bE says , 

"This assumption tta t thE yellow metal obtains its valtl£ 

solely trom its monetary standard functions is erroneous as 

long as it cannot bE re placEd e.a a means of 'In terns Uonal 

pe.yment by a ny other substance, The whole 111orld will agreE 

that 1n thE prESEnt state of ao1£noc it oan not ~ a o replaced 

whloh mrans that in rEality thE V:Jluc of gold ru~lts from 

i ta qualitiu; beoauac it ia only i .n YiEw of these ql».llt1U 

' 
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- 2- #206, FEb. 12, 7 p .~. (S~C FIVE) from Paris 

that it ple.ys thE principal rolE W1 thout which thErE could 

bE no international excbl.ngts wort!ly of thE namt and no 

stability cf diffErEnt curri:no1te 11 , 

b1JRPBY 

EHB 
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Paris 
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Rec ' d 6 :52 p . rJ, 

206, Fcbru'lry 12 , 7 p , tl , (SECTIO!I SIX) . 

The onl )· f ac t or hE says Ydlich c~uld 11 tecpor ar1ly thre~ten 

the value of gold" is -: dev£lopt~ent which e i ght cause al l 

countries to "barricade ther.lBelves bthind i cpenetroblc 

barriers reducing exchanges betwe en n:lti ons to the 

rudimentary regime o f barter where no interna tional means 

->!' payment is neccss!!ry", But, he says, the :.llies nrt 

figh t ing precisely "to S:lve the world from _this return t o 

b:lrbarism a nd t o ptrc it the pacifi c interchange betwttn 

di f f erent countries t o resume ita full play" , HE s ays in 

conclusi on : "The ,IJ!ltrica.n economist conc ludes very 

correc tly when h e writes tha t thr ultima te s olution of tht 

problEm o f the hug e siH of tht gold s tock or the United 

Statts dtptnds in lar g e p:trt --.n the s olutic n given the 

much va ster problcms of the r es t or a tion of world stability 

in internati onal trade and we !11(1y a dd tha t as f!lr as concerns 

thi s restorati on o f tr!ldt the United Sta tes themselves will 

have n mojor r ole to play" . Thus Jenny oeecs t o reply t o 

the plea of thE JOUR!IEL IIIOOSTRIELLE for "autarchy" , 

IWRPHY 
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PAJIAPJIRASI: OJ' SECTIONS UYD, EIGR! AND tnn 
noM PARIS, P'IB!lUAJU' 12, 1~40, lo, 208, 

'l'od~Q' I lunohed '111 th !lo;rall 'l';rler and Charon ot the 

League ot Hat1ona . In oont1denoe tha latter told •• that 

the League r epreaentat1Te sent to Finland had Juat reported 

to ATenol that b;r the aonth ot Karoh the F1Ans '11111 need 

eo .. 90,000,000 8w1aa tranoe ot T&r1oue toodatutts 1Jl order 

to teed the o1T111an population. Charon waa requeated b:r 

ATIDOl to turn his aot iTI mind and inTentiTe talenta to 

the quuUon, '111 th the idea ot lteep1Jlg the League in the 

background ae tar a• posaible. J'or obTious reasons, he 

e~la1ned, Sweden tor 1nstanoe did not teal as though it 

ooul.d cooperate nth the League in an:r ettort it aade. 

382 

'l'he idea ot Charon t heretore ia to uee blooltld Frenoh 

ored1ta 1n HUDgar:r and the southeaater n part ot Europe, 

perhape 1n Ital;r and Spain aleo - tor 1ndanoe, the J'inna 

need orangee , vhloh oould ooae troa Spain - tor the purpoee 

ot pnroha.llng toodatutte Finland n11de troa tholl ooutr111. 

'l'hle aon1ng Charon went t o Re:rnaud to see what he 

t hought ot the plan, and to sound h1a out on the i dea ot 

getting red1eoount tao111t1ee troa the Ca1see dee Depot• 

et Cone1gnat1one. Charon t old •• that !le;rnaud waa en­

thueiaat1o on three pointe - 1t waa a praot1oal Y&1 to 

help J':inlenll, aa a pouibll wa:r ot rldaoing oo-dit:r par­

oha.lee 1a thole oout1'111 b7 0.1'11&111, and ae a wa:r to 

iaonaae 
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i110reue the now of l'renoh o~Ual (looal 1fthr .. h 

holcUDC the tro&en orecUtl wolll.d be aided). !he latter 

would be in part eeoured b7 l1Dft1eh lla1'k orecUtl. 

laturall)', Charon ehowed inter .. , ia the profP'e .. 

of the bill in the OoDfP'e .. of the Ull1hd Statle for 

fao111tatiq the propol8d loan to l1Dlaad ~ the uout 

of t20, 000, 000 throup the hport-t.pol't Bank. Be al10 

e;q~reue4 1ntere•t in the pol81bW'r that baDita in the 

Uft1 ted Stat .. 111ght wut to help 1ft ut111&at1on aloac tbe 

abon-..ntioned 11D .. of .AMrioaa tro&ea ore41h 1a 

383 

Spain, BUJIC&1'7 dl1 the Balka.DI. I laid that I lmn Doth1DC 

about euoh orecU te, e1 ther ae to the total or u to 'he 

breelt4cnna, nor what attitude a1pt be anae4 'b)' the .Uer1oaa 

bank• tOWU'4 noh a proJeot. 

D11 DCfiOIS D'fD, ~IGH! AID IIJI. 

AUifii1. 
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REB 

SEcretary of State , 

Washington, 

GRAY 

Paris 

DatEd February 12, 1940 

Rtc'd 7 p , m. 

206, Ftbruary 12, 7 p , m, (SECTION TEN) 

In linE with its war timE policy of checking up on 

availablE stocks of important materiels tht Journal 

Officiel of FEbruary 10 publishEs a decree supplcnrnting 

that of NovEmbEr 10, 1939 under which thE Minister of 

AgriculturE was authorized to take ptrtinrnt measures 

for thE production, importation end distribution of 

timbEr end for estry products (Embassy's despatch No. 

5353, Drcrmbrr 1, 1939) , The dtcrtt of February 10 

stipulatEs thE conditions under which such products for 

wnr rcqu.irtmtnts may bt obtained by friendly ngrecctnt 

or by requisition. Tinba mcrchnl'lts , owners of timberland 

end proprietors of sawmills nr~ requirEd to makE monthly 

declarations of the quantities of standing timbEr 

purchasEd, cut or sawn during thE prEcEding month as 

well as EXisting stocks thereof • 

A somEwhat mort confident tone prevailEd on the 

securities market today partly cheered by thE Chanbtr's 
El:lPbatic 

384 
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REB - 2- #206, Fron Paris , Ftb. 12, 7 p . m. (SEC . TEN) 

Emphatic unanimous vott ot confirmation of thE rEport 

on Daladi Er' a conduct of tht \'141' . VarinblE rtVEnut 

SECur1ti £G gainEd about 1%. REnt£ issuto r1Er E mostly 

uncho.ng t d . 

(END OF MESSAGE) 

liURPHY 

ElofB 
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rAUn~~J~~ or m.•ax UGIIYD 

1110111 AaN"ioaa lllbuer, X.noo ou:r, lenoo 

Dl!lt robraar:r 12, 1940, 11 p.a. 

IOol 41 

Mhr ~ ole .. of tho I&Jilt of lonoo oa 'he haUl 

ot Jebraar:r, t1aal. ••lnal&Uoa lhon4 'h&' the oontral. 

b&Jilt ha4 oo14 tl,eoo,ooo •• aeaber ballke, ••the a '-Ul 
ot p,eoo,ooo oo14 troa rr1aa, tllroap Oanr«q. tu 

386 

B&Jilt of X.noo, ap to ou boar bot oro 1t olo .. d oa J'ebrual'f 12 

(lloDdq), ha4 oold oao-h&lf .Ulloa dollar• w11:1l etroac 

doau4 ooaUil111q. !hero YOre 11l41eat1olll, at that uae, 

that 1al.11 tor tho 4aJ woald raap betweea three-quarter• 

and ODI a11110D dollars. 

!here 11 eoae eabarrae •••at to oo•eroe end 1adutrr 

booaue of tho pol1o7 of pr1Tato bent• 1a retu.iDC to 

cru.• loau tor aliT parpo••· !her• are al.eo delaTe 1a the 

p.,...a' of toreip aooolllltl. 

I&Jilt of X.noo ott1o1al.e a~~Uo1pate Ulat there wUl 

bo en&l'al. 4!ft1o.J!,l.t ~ ahoa4 tor thea wtlllo Ulo llea1t1 

11 Ueoua1q tbo e1lnr qa .. uon. ,., 
------ - -< ,... 

Ia 

5 

I 
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THE WHITE HOU~ 

WASH INGTON 

htn~ORAIIDW FOR: 

February 12, 1940 

Honorable Herbert E. Ceston, 
Assistant Secretory or the 

Treaaury. 

I h&ve bad an exhaustiTe search &ado 

and "" cannot find any record of tbeee •eakly 

reporte on Al!TORC comill€ in to anyone. 

Secretary to the President 

• 

:. 
' 

' • 
; 

• 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

TO Secre\&1'7 llorpa--. 

,..,., llr. Oocbru 

Oil Sa tv~. iTUlJ»ZT 27, tlla Spu.iell All'll&e-.4or calle4 011 •· .. 
ttat14 tllat lla ba4 l.Jt.etraoUoae troa bh Gonraaat to 111 •tur Jli&T'­
•llt for \bl aiobl, &a Wll &I ibe alai 1 ...... 10 .. , 1Jt. CODDICUOil 'l'l.ib 
the contract &icb •• llel.Jt.c MCO\iatl4 tor ilia co1aiq of a coaa141za\le 
eaout ot aicbl 1Jt. \bh -\rT bJ lpo.1a, 001114 11e iU:IIII care ot tbrnp 
ou ai"Cl• ,...,...lli. I tol4 b1a I •• (lli\1 'lmtu111ar 'l'l.tb tb11 •Uer, 
I antiollo84 1\ s.-41a\e]T to llr, DNUel Jell, !be latter -. &leo,.,_ 
faeiliar '1'1.\b ilia •tte, u4 ...._.,,., tbat I taD it up 'l'l.tb ilia Dinotor 
ot the lliJI.t, lbln I ibn telepbone4 lire. llo11, ella 1&14 tlat eba •• 
111tire]T oopiaut ot tbl dnaiion eiace a ooatrao\ tor alaUJIC •• pra. 
tical]T rea4T tor •'P'IIC• at elll etat14 t'll&t ella 414 eot 4edre to re­
eoln \be lpuiell.A.IIIIaaedor, u4 \1-.t llOU ot tbe ree\ ot u 1Jt. tbe 
!rllftl'7 ebnl4 41-• tbie •Her wUb ilia lpaaiell.Aaaeea4or. ... -
pla11ll4 tba\ ilia Depart.llt ot ftate ba4 Min n:ad at tbe l.Jt.41rect _.r 
111 wbicb tbie •Uer ba4 oriciull;r Hill \I'OJICbt 'QP, &114 aow 4edre4 tlat 
all lllgoUaUoae \1 tbr~ \lla fta\1 Depert .. lli, 4t lar na-aUon, I 
lit tlla lpuiell Allb&aedor Iran \bat llr. Lv.tbriJICir ot tbe Dlparant ot 
stet• •• tlla apprcpr1a\l ottioial to "' at We etece ot tlla aocotl.aUone, 

SborU;r Mtore - toda;r, ilia AoU.JIC Seorow.q, llr, Jell, ba4 • 1a 
Ilia ottic• wbln » rMiin4 tlla IJIIaiell MM~e&dor, eo ba4 Hill reterrl4 to b1a bJ 11r. IaDer 1fell .. , !be latter ba4 tellplloae4 llr. Jell at 1-.4 
110t pnn u;r a.taUe aa to ilia .PU'POII ot tbe Allbae-.4or1e Yidt, 

!he All'baeedor apl•S•4 \1-.t 1111 lla4 41eouel4 '1'1.\b tbe It&t• ))eplrl­
• nt tba po .. nuu7 ot o\taiai.nc or~41t, perblpe tllroaP tbe S:Jport-lli!Por\ 
JaJlk, to CO?V \be aiobl u4 \be ala\iJIC \blroof 1Jt. tbi1 OCIU\r7 1111• 
Spaia 4edre4. Jle bl4 0 - to u to - ..,.tblr ilia two ollarpe, tlat h 
for tu aiclatl u4 tor tbl lliatiac, cnl4 H couel1datl4. hrtbenere, » 
1!1Aluire4 'IIMtblr .,.a Oftl4 1111 to \be !Nall>l7 tin PliO epuiell •11~11' 
coille, ilia prootea. \b-ot \o 01....., tbe e\o\'1 -\1oM4 04eh. 

It •• o;~lai-' to t.be Aaba8ea&>r tbet it -. aot \be precuce ~~::.­
!reaRI'T to R;r dlnr col.ae tor terwar& 4el1~e;r. *icb -:!! ': I.JIYc!n.,. 
1t ,.. 110,. eatere4 l.ato a -tract to ta1at IJIIaiell eil~er oo ,!, :.. .a. 
pri ce lhile \M oolu are eUU l.a lp&1a. J'v\~, t» ~t et tla that lopelaUoa 1a..,. Milll oeaaia.ra4 in OOIICI'III lhiob wn14 ::!t. U7 
PQrchlll ot torat.ca .Unr \7 -. !NalllrT lhicb, ot covll. 
ar~, wi\lt. IJp&1a ..,. uttlnl'· 

Allbaee&dor "''' .. tlat tllll •ot&l eo&_, Ill - h ~·•· ilia l.1111l111111aiil1Co !» plu 1e tor .,.,. -a -t to &)od .,,000,000, * .__ - "' to \bl tin pe11 t o replace lt.el' eUnr oeSae wUit. a1olatl co ..... 
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l aentioned to Mr. L1•~••1, incidentall7, t he ~ation ot aintint; or 
nickel coi n a ror Spain. Mr. L1•eae7 •• ruu\ar with thia . l!e atated that 
the t otal 11111 ill'f'olnd would be &ro\llld $8,000, 000, includinc $672,000 to be 
cb&rced by the 'l'rea.urr ror tbe aintint; eemcu. Canada 11 to prO'fide the 
ctclcel e.nd baa taken paine to obtain aerurancea tblit the treaendouo aaount 
of thh metal iJlYol•ed will be deatined aolel:y tor Spain and not tor ree>:port 
Tile plan 1a tor the Scoville llanutacturint; Ooapany in t hh co=tr:y t o connrt ' 
the CanAdian nickel into blanka, whioh would then be turned o•er to our llint , 
'!'he mintint; proceu would require fourteen aonthe, at tbreo ahifto enr:y 
twent:y-t our hours , ud would be a ditricult taak Iince a particul.ul:y bard 
coin 11 deaired, L1'""7 told ae conridentially that Jlr, Tellea had taJcen a 
personal inhru t ill thh lllltter since the Spanhh 0oTe1'11Mnt bad raiaed tba 
queatio.n of a credit, and Mr. Tel lee •• not dhpo"d to eo nuder thio tuor·­
abl:r unleeo and until the Spe.Jlioh OonrnMnt aettled certain ouht andint 
queationa , particularl:r the propert:y ricbta of the lnterD&tional telephone and 
lleleua ph CocpaJ1.7 and the probleaa connected with .t.Mrican war prhonora in 
Spain. 

lhile the aboTe aenUoned uoup •• aeot1nt; w1 th llr. l!ell, the queation 
""" di acueoed a a t o what the attitude of the trearury ahould be with r eopact 
to the 'l'ownaend bill, Should llr. l!ell, in anawer t o SeD&tor •cner ' o inquir7, 
fll8£Ut that the '1'reaaur7 waa apinat the 'l'ownaend act, or ohould it be atated 
that the 'l'rea.urr •• eiapl:y the a&ent to carr:y out the aandate ot Conuen 
with reepect to ailYer, or ahould intereat of the President himoelf and of the 
State Depar tment in t hia ailTer queeUon bo broucbt to tba Senator ' • attention! 
It .,., decided that llr, l!ell ahould tel epbona llr, 1!elleo, cocniaant of the 
State Departaent '• inter eot in fosterin& cood relatione w1 th Canada, ao well 
aa t he Latin-American countrieo troa wbich 110at of our foreign lilver 1a pur­
chkaed, and acquaillt tha Under Secretary ot State w1 th Se,..tor Tacner '• i nquir;r. 
!!r . l!ell alao t hought ot let ting t he Preoident lmow of the dhc111t1on, parti­
:!'llarly oince it a a our hopre11ion that tbe Prea1dont bad i!lter..ened peroo•ll:r 
b the aiber legisLation laat .u.m::>8r, llr. Jole7 bad in our conterenco 111dica­
tod hio belier that politica required t hat the 'frea.rurr defend ite eilnr pro­
;:-a:o. lt t he queetion -• to turn on 11011etar:r aeri h alone, l t holl&bt the 
proposed lechlation ahould not be oppoao4 b7 tbe Treaorar7 Dop&rtment . 
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Caonrnrm) 

..XCAI OOIBULUI 

'!ltuutu., Chltla, :rabRU7 12, 19llo. 

OO!i71DD'l'UL 

SU!nCft &:l;>orta of f1uac OU, 

!be Honorable 

Sirt 

!he Seora\&r,r of Sta\e, 

VuhiJicton. 

I ban tba honor to report tbe aubeta~~ca of a recent int&rnov wi ill 

luo, Shen Shi-lma (Chine" cbaracten), -......or tbe local office of the 

391 

Joe ShlD& Oo~tpUJ>", COIICIZ"'liD& tm r-rcabatlon of \raupor\etlon r out11 
!or 11111& oil ...S.. n-11&17 'b7 tbe cv.tUQC of tbe XWaapi 111~ all4 the 

boabiD& of the ~I114och1na lla11~. li.., ba a\etad 'b7 wq of preface 
tbat the local office of the :roraip !rada Co.-inion, Wblch ainca the recent 

agreellent batwaan the Central OonrDMnt ad tbe l'wlnan OoTor-nt on the 
Clatter o! !oraip axcbeng<t 11M been !UllctioniD& •r•l.7 u a tcrvardin& OCIIIt 

!or ohipmente !rca other proTinceo, wu f.hcontlnued &114 ito etett taken 

OTer b7 tbe :roo ShiD& 0olllp&ll7 on J-.z:r 16, 19llo. !'he local office ot 
the Foe ShlQC 0ollpUJ>" h he.ncatorth to act u the ag<~nt ot the 7ore1p 
Tred.e Oot:aiae1on botl> ill tbe forv&rdiQC of coodo and ill the purchuo of 
'fUllll&n product. . Mr. Shon, tbe local -car. waa tor eo• ti• Tith the 
Kiniotey of ~cation• &114 !ol'IMirl.7 wu Chlneoe OoniUl Oueral 1a 

l!amburt;, Oe~. 

Mr, Sben atatee that Mr. llq Lea (Cbinoea eh&r&etere), promunt 
Cbineee wood oil Mrchut vbo hu recant]$ becolll a ••ber of tbe board ot 
dlreetore of the :roo Sb1J1c Oo11p0117, 1a ..,unl:r a11i1Unc 1D the orpah ... 

Uon of tra~~eport rout11 !or llq)Ortl. !be eutUnc of the Xwancei 111cbvll1 
baa of eourea direota4 a larce quanUt 7 of twig oil to tbe l'anDan routee, 
while the bollbinc of the 'fun~~a~~o-Iudoell1na lla1lvq in J111uar:r etoppad all 
e111p•nte b:r tbat route tor aoa tiM. Mr. Shan etatee thet eiiiCI Juw.&rT 16, 

19110, vben be •INM4 charca of tbe local office, a total of 1,200 tou o! 
tun& oil baa blltl exported, all of ftlch .... ahippad Ti& tbe ,.,._ 111,.,_, 

to L&ahio la tructa of the lcnathllelt !rau])ort&tion OoJtPIAT• 

Mr. Sben Ita tao tlt.at be hu bean cont14enUall:r iAtoraad 'b7 o!ficlale 

ot the 'fcmnu.-I114och1na Bail¥10' that traicht e&rnce will bocln apia oa 
7ebruar:r 16, u4 tllat be llae bee prca1ea4 tea e&rl per dtq tbere.tter, wll1ch 

will _,, to 2,500 or 3,000 tou per -th. Ill the .. ..,u .. Joe Shiac 
baa tabtl 1 tape to .. ...,.. a -tia'llolll tlov of .sport• ITID 1! tbe rallwq 

aboul4 apia b- ..-nJJ.allla b-• ot J..,.,.. .. boabl,.. or J•-•e 

preuura on t11a :rr-1> railWIIJ ofticiall • 

• 
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The bud of fico of tbeCo~~piiJQ' at Cbuncld i 
art'ADg&Dent with Sout hveat fran8portat1on Co II& 

1 
oaid to han. aade .., 

l at tor' • ee1pt1 tro.clta retuninc to Laahio, .,= i !0 
i pr~Tide car co for t he 

a cspacitT of 3, 000 t one 1110nthJ.7. .An egree•nt hat ~ bo\l&ht will prort4o 
t ho ~- B1ghva.v .Adllinhtration for the ao boon r u chod with 
per JOOnth. Two pack &11111111 r ou.tea han alto be t ranoportation of 300 tont 
to l!olcov and the other froa Bia&-1 (Chineae c~:C~::;1z~4, X one f'rom YU11118.11tu. 
Yu.nnon border, to l!olcov ; each of theoe aclc trAin r • • n veicbov near the 
of traneportinc about 500 tona lliOnthl;y P altho\l&h t~u:••d 11 •fd to bo D8pablo 
tho rou.nd trip to Bolcov and back -r..ittin• o•'- onr t;y i"1W • required for 
t t

_, ail '"1 • .,- a ~ e r p per conth Tho o ... fllf au • cepacit;y for u:porta 1a t hua about 6 800 t ' 
elud ing t ho railv&<', and about 11 ,300 tona without t~ ran!: mo~!~\ 1"'" 
Hend that 1110re apace could eaail;y be obtAined f'r oco the rail;a;r if : •• :;_ 
oar;y , a .. ua1ng that it 1o no t put out of eotaiuion. 

1'he orpnhation of the paclr: train ro-.1toa 1a o aid to b&Yo another ad1'ontago 
in that i t v illp:'e-empt the principal meant of transpor tation b:T vbich uagl od 
oxporto han been roachi~~g I Ddochina. 1'ho J'oo Sbinc Go!llp&Q1/' hat, of courae, 
been granted the aonopol;y of tung oil ezporta, but b1 thor to a eonaUorable 
yr oportion of total exports baa conah t ed of aJal4&).od goode. 'l'ho pack 
an1111Alo earr7 guoli.ne on t he return trip . 

The fre i &ht rate per ton on the railvlll' fro a Yunnantu. to l!e.noi 1a aaid 
to 111001111t to 10$42. The rate agr .. d on vi th tho Sout hwest Trons'OOrtlltion 
CornpMy 1o 1 aid to be ali&htly 1n exceu of UC$700 tor the Section f r om 
Yunnantu t o Laah1o, and 113 rupeea per ton from Laohio to Rangoon. The coat 
of tranaportation b;y pack an1111Al over the routes Mentioned 1a not definitely 
know, but 1t 1a said to exceed eonoiderably t ho coo t by tho railvq or hlcb.­
vq, 1'he ra1lv~ f r om Yunnantu to HaipboDg 1o a aid t o bo by far the ebeapea t 
rou te, and 1o expected to C&rr'l the bulk of tho traffic if it 11 able to 
conti DUe operation. 

}(r, Shan ota tea that aaaurMeea han been &iTen by the llurlll& GoTOrnaent 
that no tranait duty on Chinese uporta t brough :!hlr=a vill be lertod u.ntll 
.&;>rll 1, 19110, aD4 that thuat e o1' ouch duty tbore~ter will be anbj oct to 
neco tiation. Mr. Shan belieftt that t he Bur=& rai l ways also :q ohortly otter 
11>0re fa'OOrable rate a for t ranait goode . 

In connection with the poao1b1li t y of inereaaod uae of Rangoon ao port 
of ahipment, Mr. Shan stated that one dU'ticulty v aa t he fact that thoro aro, 
ao f ar aa he knovo, olll3' four 1 bipo that 1 ail fro a Rangoon for the United 
Stateo. He ahovod oome intereot in tho poaoibility of tho nev Pacific aol'1'ico 
of the ~laritime Collll!liodon being extended from Penang to Rangoon , vhon th11 
oubJee t v aa mentioned. 

Preoont 
1 

t ook• of t u.Jl6 oil i n Yu.nnan!U are atntad to amou.nt to 2,6o0 
tona . Mr. Shan e t atea that tho Foo Sb1ng Company expeeto to e:~port 3 ,000 tono 
ot ~ oil aonthl;v du.r~ 191io in or der to ~~eot 1 to contractual obUgatlona 
f or 35 000 tone durin& t he ooeond 7ear of t he l2p0rt-Ieport Bank Credit, 8114 
he per;onall;v beliefto that tbia a1a1m.e rate cen eaeily be llaintained non 
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ahoul4 the 'fnnne .. lJ14ochha llail.wq 110t be &'f'&llabla, • baa reco de4, 
hollenr, that an:r cerco ~e.c• llftilable ill uc••• ot t hh C[Q&DU tT 'be 
uU11se4 tor the e:oport ot other co-odi Uee in ordar t o obtain toreip 
exchazlce with whioh to p q rail¥117 and ocean tretpt u4 other lum4ltac 
chargee, 

869 scm: WI 

'!!lOY L. PlllltiiiS 
.berican Tic• Oonaul 

Ortc1nal hT a1r -.11. 
1n qu1llt"Qpl1ca ta to .,. :Deparwnt. 
CopT to lab&eeT, Petpiac. 
CopT to labueT, Cba.acld~· 
CopT to Oo-rc1al .A.ttache. 
CopT to OoniUlate, :a.n&oon. 
Copy t o ConiUl , llc>o1. 
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TREAsURY DEPARTMENT 396 

INTER 01'1'1Ct: COMMUNICATION 

OATR ra~~ruo.rr 13, 1940 

FROM Joaapb p. Cotton, .rr. 

The attached letter h-oa ,_..~~q llipt be inhrpreted u ret.hor e&PJ'. 

Be do .. not aakaoorledp u put or tile acr• 1rt t.hat tho C.W.biu 1_,._ 

-t 1e to pq ball tbe int.&Nst on h'brua:7 15 and, rltb respect to neco­

t1at1ona tor a aetU.~ ot tile CQU&Dteecl ~pge bank debt, be dON not . 
acluwlwledca wb&t I took to be tile Wlderat.Ddinc - t.hat necoUetiona on t.ha 

direct aDd cuarent.eed ctebt would proceed coat.poraneoul;t to a Joint co~ 

cluaion. llow .... r , hie letter dON not ae• to C..U. tor an acknowledpent 

tro.11 7ou and I don' t ••• that n llhould inJect ourselne into tbe picture 

art:1 turt.her. 

:rroa the account& in the -•papera ot tbe publicitT giftll out bJ 

the Coloabian lllllbuq 7Mterdq rlt.h reapect to the teepora17 arrenc-nt, 

I Ulce it that tbe CouDc1l ,.,... up ita oleia t.hat t.he intarelt ~t. 

llhould be appll.ed to tile oldeet ~· aDd iatereet 11 to be applied to 

t.he 1940 coupou. 

1lolll4 JOU lib • to call Tr&)lbac&D to ... it be teell t.hat.. ~-

t.hiDc 1a coinc -tbl;t rl tb reprd to tbe teepora17 a.rranc-t aDd 

otbenriae' 
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The Honorable D. w. Bell, 
Under Secretary ot the Treasury, 

Washington, D.C. 

Dear Wr. Bell: 

IEMIIAJADA '?IE COLOMaiA 

W.UHIN8TON 

No. 264 

February 12th, 1940 

Permit me to acknowledge the receipt and to 

thank you tor your letter ot February 9th, in which you 

state that the Executive Committee ot the Foreign Bond­

holder s Protective Council, Ino. has confirmed its deci­

sion to aocept wi thout reservations the terms ot tbe a­

greement suggested at the conference held on February l , 

under the auspices ot Secretary Morgenthau, which terms 

are eat out in my letter ot February 6 to the Secretary 

ot the Treasury. 

The details with respect to the manner ot put­

ting the agraemant into effect ere being worked out with 

the Oounoil and with the Fiaoal Agenta tor the Bonds. 

I am happy to oont irm that it ia the desire ot 

my Governmant that oonvaraations looking toward the per­

manent settlement shall be continued with the Council . 

397 
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KMu..IADA DK COLOM•IA 

WAaHIIIeTOII 

Wi th respect to the debt of the Banco Agricola 

Hipotecerio guaranteed by my Government, I em now author­

ized to confirm wha t I said at the conference on February 

1st, that so soon as an agreement is reached on the direct 

dollar debt, the Bank will send a representative to the 

United States with inst ructions to negotiate a settlement 

of that deb.t . I have f orwarded to my Government the sug­

gestion that this representative come at once , i t being 

understood that the negotiation& of the Bank will be en­

tirely separate from those ot the direct dollar debt of 

the Government . 

~~ely youre , 

Cabrie~ 
Colombian Ambassador 
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18, 1940. 

In The Nation lD'•••a h!u e~ •nd l mplie~tion1 in 
Associ•tcul C11 Co. Cue 

R, AIITH UI IIOCK 
WAIUONOTON, Ftb. JI- A redtral 

court In New York City, Judte IAibt.Jl 
Pt'Utdlnr, hal bet:n tbt untu or..,. Ia· 
~rt~~tlnl' and lmporte;nt Aru,aate bt· 

1 twe.n a I OVtrnmt:nt IT'OUP and • bud. 
1 tltu Kt'CIItJp OVtr lht tMrlul&aUoo ot 

lhe AM« atM Ou aM IOf!lt\rie Qom. 

pany and Ot.rporaUM, ...Ut.lo«alftc .. • 
b&rlll:nart ,.. avwnmut ...,._, want. 
tbe "'de"• to appola& a tt\llt" .,. .,_. 
Leu aodMttd ~7 w ....... ,... ,.. ..... 
..._ lnttrt t t.a Jlold thlt t.tt.. court abould 
bMd.. In UlftlftC t,...,.... lll• wt.hN ot 
th.e ovtno'ht.lmLaa OW'IMnhlp of lht 
companle• afftcttd. 

In the hek1round ot u 11. •tn~.nle 1, 
• pattern or conni.-Unl ptr80na11Uu 
and poliUul phllotOphle-. cypleaJ ot tbe 
dlviJdon• n preHnt•day Wa•hln.rton 
Throuch 11+11 J.,tlarn runa the thretd 0 
pvernm«!.nt owntrshlp ot aU uUUUe1 
tavol"eod by m.any New Oealerw; a.nd t.h 
ouUJne ot that New DuJ lt:ndenc1 t 
bave I OVt.rnmt:nt talile «M1lrol Of t.h 
doet.a.ll.a or pr1vat. corpora.te m.a.n•c 
me.nt ~A'hlth la tely found uprutton 
the 811C'a a to t -.tilon Oft ~ Con 

I :;F.~:::.::::"::~..:. .udl peno .. u John w . ....,..._ UM. 
tamoua Ft1 tral .. finn• et Ooreoru It 

Cohen. l«reta.ry .WoraenU...u. Allor· 
ney Centra J ata-. to,..,. Attoroe1 
C-e.neraa CUmr~lnaa. lknatot~~ WhMler 
anct }\.orna. Majority LMdtr Ray~m 
and a onc+aphl divided ttJ:C. 11 tbe 
dram••• out CONe It of anal economic 
and politica l • lt ·nltltanu, al ltl.ll It t. 
betnr PI&¥ .. , by a .tar uat. 

Be~l.n.nlnA' &t tile Co• tst. 
Tho AIJtOI'I.attd Ou a nd Electric In· 

teruta, refuted a J•n hy ACmlnl• t ra­
tor Jont• 1..e&uM ot non-eoM,pll&nl:!t 
wtlb hl.a I'OndtlJou and tor 0\bu 
ac.Uou. .ocu U.me aro took the only 
oourM rtma lnt•r to It a nd a ppUtd ro.r 
bellkruptc:y rtOrpniMt.lon tA Ule ,...,._ 

COUI't&, '""' ...... WU lraMfernd 
trom. UUea ;.e Pltw Yorll Ol.J': w..,... 
"poll u.. Cll'<fttHl ............... tiM 
two VOUPt •!loAd tat '" ....._ 

'n. UUlJt)' -. 
m&lt4 to be WOC'Ua a: .......... , ..U-

«.atte.-.c~'natu,.. of lt. ~ &ad the 
erUa b wth U..t It • ...-.. __ tJnc prop. 
mat ...a -• • .... _ .atcela..r. 

''..., tor that ph.)<llle&t and tlCLa~.~clal 
tnt.rnticm •h.tch ll'le er;c. by diHCt'o 
or tho Wl'leele.-..Raybum Act. J• abou 
to underlake In lht tleld ot Utlllt¥ hold· 
lnr corn~nlu. 'nit ho~erw ot tht.e ..,. 
M:ta and llabUitle•, In a Hrlet of lntor­
rna.t meetln,ra, dtaldtd that lhtJr cboloe 
tor lruttee wu llr. Ha.nee. Ht JateJy 
ttlred u Under-S.C,.tary ot Utt Trtu· 
ry wtt.b the W&l'tft oomplltntntl Ol the 

Prulcknt &Ad Mr. l40t'fMthau. Prior 
to lh&t he wu a muabtr ot the SIX:. 
follctwtnc a w~ aa.,...r .., u ln· 
~t bartku ln :-: .. York. All prt. 
ft.t4l part.la 1e tnt..,..._ ••• the 1..,. 
ft"ftmt:nt Wr, Haz.e:~ r.anUy MfYed. 
united to uk UM COU.r'\ to a~t bt-. 
11M rov.,.mmeat'a fio.a.nc:&&J lntuNC. 11 
c:octlfted to a. tax d&lm ot u mJJUoa.t 
iA 11M llillioa-doll&t .. t..up. 

When Xr. Ha.r!Q wu •ad"'-ttd ot hll 
a teetlon he Uked hll rtcent r.bttl, )(r, 

llol'J'enthau, It he lf.W at\¥ ob)lcUoo. 
and to ~M~Utatn lf Ult PrtiJdtnt op. 
poet<~ the plan tor any reuoa. 'nit IJcc­
ret&ry. havinr been adVlltd by the 
d~Jtlmen ot Lhe ho1dJnr oompuy act 
C Me.Mn. Cor(l()ra.n and Cohen., probably 
throuab the Trtuury'·• aeneral counMI, 
Ed:ward Foley, their protfJf) thAt U!.e 
law pe.rm.ln.ed tht SEC to Mrvt .. 

1 lt'Uit.et in Wtb cue, had prtvloUily 
approved lhb ldu.. But he ott ued no 
ob)eeUon to Mr. Ha.nte, U appotftttd by 
tbe C'OW'\. and Kr. Ra.nN wu DOt a4· 
vt.ed Of &A}' ctiapproftJ by \be Prql. 

4ent. Coa.Mquea.Uy bt etnl word that. 
u daoMD .. lnlttte. be woWd ~ 

Effort. to BIOt.k Huta 
At th1t poULt 'bqan New DM1 nal.tt· 

an« to the ~ca Of Wr. H&n~t .. T11.e 
Attorney c..n.erat. c.to.el,y a.uoc:latH 
with Mr. Coreoran and Mr. Cohen. 
ukcd the Federal court to d4alpete 
t.be SOO u lruat .. , and l.n th.lt requeet 
he wu turprltl"(ly Jolntd aaa.Jntt Mr. 
HaDe. by tht Jatt.tr'a vtr)' rtct.nt thlt.f, 
Mt. MOYrenthau. Wbt.n Ultir action 
umt to the alltntlon ot Mturt. WhHI· 
er and Rayburn, Wbo .. n-.MN \At hOld· 
lnJ company te,Utatlon *n tnd wbo 
drove tt throUfh Oonrreu. tbty publicly 
oppoMCS the pJan. 11lt7 ob)tcttd to 

maJdn&' the SEC lntltH, u wtU u ~ 
Jud& .. jury. pto~MCutor and uucrunbau 
ot the bl.ftkn&:pC. compuy. AJld kutor 
WhHlu wrote to ~ 81X • llrCiaf •· 
do:t nt ol Jir. Hal'let. 

• 

'· 

> -I \ 
TtttM mo'I'U MCm to ha .... "'*"" the 

SEC pLan too bot for tiM ..:tmlft~ra.­
uon to hOld.. By a vote ot • to 1 lht 
apnc.y deddtd to t.nron'll lbe ~rl ot 
Itt uowUtiJ'IJI'If:• to M.rve. Ttlt act~n 
wu hute.ned, It ll under.too<l. by no-­
Lice or two COmmi.Nionc:rt-Mr. HeaJy 
and )[r. Mathewt-Uitl they would 
make publle their emphtUc objtetlon ... 

Since It btc:ame evlde:nt that the 81!:0 
tru•ttotehip mu•t be a~ndoned tht t f • 
fort ot Ill authon hu been to tlnd 
way• to perwade the court to appolnt 
a truatee or truat.eel •uo•t.ed b1 \he 
a4mtn.i.lt.ratlon. &Dd not by the ~ldf.rs 
ot lbe Juae majority ol t.ht company'• 
..... u. It w aaSd that ...to.a oonllkt· 
traUon wu ,tTm to tbe MmJnaUOII ol 
Mr. coreoru. but ~ tatef"tllllltL"\f al· 
umauve- wu •"" tmed. Senator 
Norria eeel'llleCl to have IOMtOtln.J UU 
It tn mind. boweVU. wbrtn }Je crtUei.Md 
any plan that mJI:bt al.tt to appolnt. 
•a.n tn.v.-tm;tllt ballktr and a. uUUUel 
ma.,...te." a rt.ftrell« to Kr. H&MI 
a.od Htnry I. Harrlman, wbo, with 
w, M. ),(yen. former btad or I' a rm 
Credit. M".ad b«n mott rnenliontd u co· 
\rUI1tH. 

Whtn the eourt ttaOivta the conte• t I 
by naml.na: the rece1Vert the wlnnlnr 
rrou.P can euny be lde.ntltled. 

L ..... ~~~ .... . I 

... 

.. 
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'l'HE ASSOOIATED GAS CASE 

l. It is !air to assume that the version or the taots 

given in Mr. Krock ' s article is Mr. Ranes' own version as Mr. 

Krock and Mr. Hanes are known to be close and intimate friends. 

2. It is clear !rom the Krock article that 'the holders 

ot t hese (Associated Gas) assets and l i abilities, decided t heir 

choice !or trustee was l!r. Hanes• and advised him ot his aeleo-

tion before he spoke to Secretary Morgenthau. 

3. It is not stated in the Xrook article who the holders 

ot those aeeete and liabilities are, or whether they represent 

management or banking interests connected with the Associated 

companies . Ae the actual security-holders are numerous and 

soatte~sd , it is tair to assume that it is one or the other or 

both or t hese interests. It is olsar that i! an independent 

and disinterested trustee ie to be named in aooordanoe with the 

requirements or the Chandler Aot , it would be impossible to per-

1111 t these interest .. to make the aeleot1on, as it is not unlikel:r 

that there ma:r be ola1!1s against tbsss nr:r intereste Yhioh 1t 
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would be the duty of the trustee to pro1eoute. 

4, It is at~ted in the trock article that •he (Secretary 

l!orgenthau) offered no objection to Mr. Hanes if appointed by 

the court and l!r. Hanes wae not ad•ieed of any disappro'Yal by 

400 

the President and consequently he sent word, if chosen as trustee, 

he would ser•e. 1 But Mr. Ranes , ae a former a e111ber or the Com-

mission, must have known t hat the Holding Company Act (Sec. ll(t)) 

expressly pro•1des that the court shall appoint no trustee other 

than the Commission, without notifying the Commission and ·giving 

it the opportunity to be heard. It is nowhere suggested, hove•er, 

t hat Y.r, Hanel consulted the Commls11on before he notified private 

interests in•ol•ed in the case that he would aerYe if appointed, 

But it does appear troa the troclt article that without coneulta­

t1cn with the O~ilsion •all pri•ata parties in interest, sa•e 

the go•ernment Mr. Hanel reoentlr 11r'Yed, united to aelt the court 

to appoint hlll. 
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5· It ie clear, therefore, from the ~rook ar ticle that 

Mr. H11nee va e choeen as trust ee by priTate interests inTOlTed 

i n t he oaee before the case vas eTen transf erred to the Southern 

District of Nev York and before there vae any consultation by 

~~ . Hanes with the Comoisaion to ascertain its views . It 1s 

also clear t hat the court spoke t o ~!r. Hanes about his appoint­

ment a s trustee without aacert a1n.1ng the Tieva of the Comm1ae1on. 

6. I t 1a clear, therefore, from t he Krock arti cle t hat 

ne1 thsr t he puoli o nor the inveetora could regard the eeleotl cn 

of ~lr . Hanes as t he independent selection ot the court. He baa 

been selected to eerve as trustee by an unnamed group 1nvo1Ted 

in the Associat ed oaae Whose interests may be adTerse to other 

interests 1n the oaee. 

7, The Chandler Act requires t he appointment of a d181n­

terested trustee and d1a1ntereeted counsel. Certainly t he tact• 

etated in the ~rook article are euoh aa t o sake it 1mpoeeible 

t or lo!r. Run t o be considered a dUintereated truatee either 
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t echnically or realietically, Section 158 ot the Chandler Act 

nrovidee that a person ehall not be deeoed d1s1nterested under 

certain stated conditions, but 1t does not provide that a nereon 

shall be deemed disinterested under all other circumstances. And 

1t 1& certainly i mpossi ble to contend t hat e per son not simply 

e~nroved but actually eelected by some interested parti es 1& 

d1s1nterested. Be t hat ae 1t nay, Section 158(4) ct tbe Chandler 

Ac t expressly provides t hat a person shall not be deemed a d1s-

1ntsr ested trustee 1t • it appears t he t he bee, by reason ot any 

other direct or 1nd1rect relationship to, connect ion wi th, or 

interest in the debtor ot such underwriter, or t or any reason 

en interest materially adverse to t he interests ot any class ot 

ared1tors or stockholders.• 
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TREASURY DEPARTMENT 

INTER-OFFICI[ COr.tr.tUNICATlON 

TO Secretar,r Morcentbau 

FRON Mr. OoehraA 

Mr. h.-.1< L. Pe~. vllo atated that he w.a tbe WubJ.Dcton attoru7 
for the ._.rloan Ketal Co~, waa referred to .. b7 Aaalatant Secretar,r 
Gaaton to4q. 

lfr, Peclthea told .. that b8 baa b .. n ln contact with the Senate Sul>­
cooaUtee on allnr ln an otndea....,r to haft an -1114Mnt oontaa.d 1n tl• 
fownMII4 bill to repeal the ~ tax on tranafera of allnr lnll.llon. lie 
dlacuaaed at aoae le~h tbe •nh of th1a propoaal. lie Ullderatoo4 fro. 
tbe eo-J.ttM hear1114:8 th11 IIOrDiDc that the fr1U111'7 Departaea.t would be 
called \lpeD tor an upruaioa. of He opla.ion on allTer lqblailoa. before 
tbe Senate 811Yer Co..tttee takea final action oa. the !ova.aend bill. 
Mr. Peokhaa hoped that we voold f1114 a vq to aee that no lecillaUoa. w.a 
lntrodueed which would conflict witb coa.traeta for forward allyer wbioh 
the !rrea1Ul'7 IIOV hu ouhtaa.dinc. He atated that there wre aneral 
technical pointe which would arlle in oaee lechlation deftlopa wbioh 
vouJ.d rep.al purohaeea of foNip allnr, and he hoped that tbe freU111'7 
vould be vl.llinc to recliTe a:rr:r turtb8r ••oraa.da that be -:r draw up 
attar b8 hal had opportua.it7 to aee the bill after it left the Senate SUb­
co•lttu. 

403 

Mr. Peokhaa wa of the opinion that tb8 bill vollld oeak olll.7 to pro­
hibit fUrther p!U'Chuea of forelp allnr b7 the !re&IUZ'7, and vollld not 
prohibit illporh of II1IGh a11Yer la.to the tJnlted Stat11. Couecpentl7 , be 
hopeo that H u.T be peadble to denlop a tree allnr arlcet 1a. the United 
Stataa to vhioh Latia.-.AMrl- oOUAtriu all4 otbero ooaJ.4 abip their pro­
duction. lie thoqbt that 1D the ab .. DCe of rach a aarl<et thiN a1P1t be 
dlnrte4 \o L1ftrpeol certain f oreip copper Tlelllic dlnr u a bT-prodact 
vbioh 11 nov refined 1D tbe Un1ted Statea. The ellY8r derlnd tberotroa 
vollld then be aold 1D London. l!.e hopei tbro"aeh a free ellnr aarbt 1a. 
tbia coua.tr, to retain control of the r efiainc, particlllarlT 1a. 11ev Jeroe7, 
ot foreip copper wbicb. hu up to the preoea.t bela. eb1ppe4 to that oOUAtr,. 

Ooplea of JCr, Peekh&a'• •norallda are attached hereto. 
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FRANK L. PECKHAM 
ATTORNEY ANO COUNSELLOR AT LAW 

w.\SHINOTOH.-l.O-'N AHO TI'IJil8U\I.OINO 

WASHINGTON , 0 , C , 

~ • in ro '1'.U 01 !IWISP!!IIS OP SILVI!ll and S. ?8S 

~ 04 

JP .fJID 1lliBII TBB GOVI!!UiiiBir! DlSCOIITI!IUBS PlllCIW!ItS OP lORBICI SILVBR 
ll!POSI!D UPOI TRAIISP!!IIS OP SILVBR SII>ULD BB DISCO!n!JIIU!D, ' 1'IB r.u 

Seo, 8 of the 81l.ver Purohase Jot added a new wb4hl.e1on to Soheclule A of r1tl.e 
VIII of the Revenue Aot of 1926, whereby a new tu of SO:C of the profit 1 1 ... A 

transfers of eUver bullion, 8 e .. e .. 'tJl)QII 

JUat1f1oat1on for t he lJ1&b tax on eUwr tranefera wu the taot thet the Oown~~~~~nt 
purohaeea were to oreate an arUf1o1aU;r high pr1oe for aUver aoclit wu ftl.r that the 

eowrment ahollld reoepture 8CEie substantial portion of the prof1te wh1oh ita purohulJie 
eoth1t1ee oreatecl . 

If goverment pu:rohaeee hereatter are to be oCDfined to only -lT a1nec1 clcMet1o 
ailwr, the merli:Bt pr1oe of foreicn aU't'8r and for eorep, reola1mec1 or fore~«o by-procluot 
a1lver will be pe:ad.ttecl to find ite om level , rhe pr1oe et1mulua of govemMnt Plll'­
chaaea will be remoYecl, 

Deallng in eUwr ie a legitimate bue1ne81, AooeeeibilltT to marll:eta, treec10111 of the 

carket ancl the prtoe of aU ver affect l!lanT iqlortant 1nc1uatr1ee 1n the Un1 tee! Statu. • 
:!hose llhoee buainesa 1't ie to cleal in aUver are entitled to legitilMte profite and 
ahoul.cl not be pellllllsed b:r a SO:C tax on prof1 te no lqn baaecl em ertifioielly ll18b 
prioae maintained thrOQgb goverment pu:robas1J1!r, 

Beo- of oontraa now in effect on the Londca and Bcabei;r marll:ete, aa a Brltah 
war measure , there 18 DOO'no tree marll:at for aUwr in tbe world. If the SO:C ~'I:T 
tax on tranefere of bullion 1e removed , and the government dieoontiuuee purobaaea of 
tore~«o eUwr, the Uh1tec1 Statel oould and woulcl beoome t ba eite of tbe only tree marll:at 
tor aUwr in the world toclaT. 1!11e etatue 11118bt ewn be retainecl atter the oee•t1on 
ot the present war. 1!hi e not ouly woulcl bring to the thll.tec! States a ooneiclerable ..ol11U 

1181t1mate busl.neee but would aleo be of illlportenoe 1n our oa~~~~eroial relat ione with 
prodiJ)ing o~ee of the lleetem 1181111epbere. 

D1aoontin1:1SD0e of f oreicn aUwr purobaMe b:r the gownaant, witboot repeal of 
5o.C penal v tax on tranefere, will not only prevent 4ewlCJI88nt of a tree A.oerio1111 

f or eUver but will l.ill:elT c11vert to f oreJ.en refineriee the baeineee of re~ 
prodooed el8811bere 'llhioh have a eubetant1al oantent of bT.,o4l»t au ... r . 

rhe eUwr ~ ie not 1111 iaportant rennue ~. During tbe f1eoal year UJf, 
the sowrment purohaeed .162 07180452 fine ounoee of foreisn sl.lwr, at a to-.1 ooat 

$153,023,,320, t he tax on eUwr bullion ~ea or tranetere brousht 1n oolT $261,n2. 52. 
tore1cn purohaeee are c11eoont1nued, the tax will not bring 1n eutt1oient revenue to 

l Ull~"" 1 te oolleot1on. At the - tille, the SO:C of the narrow margin of prof1 te to be 

IUJ.oted u a 111:% rr.. 4M"'W8 in e1lwr and the troUble aoc1 ezpenee of oOIIIPlTiqr with 
1ntr1oaw reqni~w of the tax ~ and riC'Q).atione would be an 'lliiJUt bar4en 
1101114 .t..per an4 1JI()8Cia JAc1tW&w eUwr dH'''W8 and reeult 1n no reall:r eubeWD­
rewnue to t.be gow~t. ADT prof1te -.de on eUver clee"~" woul4, l.1ll:e other 

'' "n11. be subJect, of ooaree, to i.no- tuae. 
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1·1!1~0. 111 re 'l'AX Ol! !l'RAliSFE!!S or SILVER aD4 8, 785 

IP A!:D 1/RJ:!l 1'1!1 OOTERIIUEU'l DISCO!i!IWI:S RIJ!CRlSIS or POl!II G!i 

Ul!'OSED UPON 'l'lWISJ'ERS OF SILl'm SlllULD !I DISCO!i'l'Illua>, SILm!, !113 !!% 

Sec, 8 of the SUnr Purchase Act added a lilY oub4hio1on t Scllodul 

'fiii of the ReTenuo Act ot 1926, vbereb;r a ntnt tax of 5o:' of theo 1'1t 1
1 4

1 
of 'l'ltlo 

tranatera ot silver bullion, pro 0 orled upon 

J'ustiticaUon tor t he high ta>: on s1lnr tranaters vao the tact that the Oovern­

oent purchaou were to create 811 art1tlciall7 hlp price tor ailTer and it •• fair 

thot the Oovernnent ehould r ec"!lture sooe aubatnnUal portion of t he profita hi h 

ita purchao1Dg act1Tit1eo created, w c 

It gover~~~:~ent purchaeea hereafter are t o be cootined t o onl;r ntntl;r mined domeotic 

silver , t ho market price of f oreip dlver and for ocrep, reclaimed or foreit;n 'b)-­

product silver 'Will be per~~itted t o find i ta oW!l level. 1ho price otimuluo of 

~vern.:snt purchaeeo 'Will be raoved, 

( Deali~~g in silver 1e e. legitimate buaineu. 4ecess1b1lit;r to ..,rlteto, f reodOta 

of t he = k:et and tho :price of silver atf'eet - Ulpor tant industriu in the United 

States. 'l'hooo vbooo buaino oo i t io to deal in silver are entitled to legitimate p rofit a 

alld lhould not be penalhed b)' e. ~ tax on profih no lo~~g~r baaed on e.rtitic iall;r 

high priceo maintained throU&h goverlllllent purchaaiDg, 

Beeauae of controls now i n effect on the Lo!ldon and Bonba;r &arftta, e.a a Br1Ueh 

va.r ~:~ee.sure, there h now no tree &arltet tor ailvar i n the wor ld, It t ho 501' penalt ;r 

t ox on \ranotera ot bulli on is removed, and the governaent diecont lnueo purohaees of 

f oreip s i l ver, t ho United Stateo could and would boca•• tho oito of the onl;r free 

llAl'lcet for eilver in the world to4q, 'l'hia atatua aicbt evan be retained otter tho 

cessation of t he preaent war . 'l'hia not onl;r would br ing t o the United Statea a con­

ddere.ble vOlW!Ie of legitimate buaineas but would also be of importance in our 

co:cerc1al relatione 'With o1lvar pr oducillg countriea of tho Voahrn H•iapbero. 

Dhcont1nU811Ce of fore1p silver purchaaea b)' the gcver111ent, 'Without repeal of 

the 5o:' penalt;r tax on tre.naters, 'Will not onl;r p r event denlopment of a free 

.beric:e.n u.rat tor o11ver but 'Wi ll likel;r divert t o f orel p retinerioa t he budneaa 

of refinillg metalo p rocluced ol ..WOro which have a aubatantial content of bMrocluc~ 

silver, 

'l'he ail ver tax 1a not an s.=or te.nt revenue aourco. Durl.ng tho thce.l ;reor 1939. 

when the govel'lll:lant purchated 352 ,718,452 fino oWICoa ot foreign aUvor, at a t otal coat 

ot $153,023 ,320, the tax on 111ver bullion oalee or t r anafora brou&ht in on!.T $261,772.52. 

If foreip purcha••• are d1aoontill:wl4, the tax 'Will not brin& in auff i eient revanue to 

o~unJ.ry i h collecUoD. At tho ••• u ... , tho 50".% of the tl&l'I'OW aar&in ot protita to 

mulcted ao a tax fro• de&lin&• in dlver and t he trouble and exponae ot co=pl;r1ac 

with the intricate roquiremenh of the tax law and regulation• would be an unJuot 

burden that would hallper and l.aoedo legitimate ailver deali~~&a and reoult in no r e&ll;r 

Bllbatut1al r~TC~~>A t o tho covei--nt. Jzrt protita aado on a1lnr d...Uac• would , 

lUte other protih, be oubJoo\ • of coureo, t o illCOOII taxea. 
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The para~t problem confronting the steamship linea 

and the exporters of packing bouse products ia clarification ot the 

British government ' s position on the iaportation of Baas, Bacon and 

Lard from the United States . It is reported, but without official 

confirmation, that the r estrictions will be extended to incl ude fror:en 

pork products . The British Ministry ot Shipping, the United ~ngdoa 

Conference office and the American packers all hsve conflicting reports 

as to just what commodities are affected and the dead line after which 

i mports will be denied admission into the United ICingdom. rr a virtual 

embar go on American packing house products is to be imposed, the effect 

wil l be tar-r eaching, not only on the Conference tines, whose Tassels 

ar e equi pped to carry refrigerated cargo, but it will also probably 

result in the abandonment of projected services ~ the Mosvold Line 

and the East Asiatic Company, whose vessels are completely refrigerated 

and whose interest in the !forth Atlantic United: ~ngdom trade 1s based 

pr i marily on the carriage ot refrigerated meats. 

American pa ckers are said to hsve sold large quantities ot 

Lar d to Finland, the first order being for 5, 000 tons. 

The general situation at the Port ot New York is practicall7 

unchanged from that prevailing on February 2d. The raUroads are 

11ghter1ng for export an average of 700 cars per d~ • The r ailroad 

l ighters on demurraca (over 48 hours) alongside ships and stea .. hip piers 

at noon, Tbursdar , Pabruary 8th, nuabared ll8, of which 23 wer e charged 

to the l"ren$ t ina. Tbe1 expl ain that their difficulties in 

r eleasing liihters ~. occasi oned ~ -the large number of airplanes the1 

are loadinc • The French are Mk1 ns so• 1Jipressi on on t he 
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of motor trucks at Staten Island but the quantity remaining to be 

moved is still great . 

Interesting, if true, is the rumor that J. a. Winchester & co., 

who acted 1n a similar capacity during the 1 t as war, will be appointed 

loading agents for the French government. It 1s not clear how this 

plan would operate unless Winchester would have direction of the ships 

chartered by the French government loading at Baltimore, etc. 

The large number of chartered foreign ships calling at 

New York are providing a great deal of work for the ship repair ya.rds 

in this area. 

The demand for American-flag ships for neutral trading is 

active and exceeds the available supply . The going time charter rate 

is *4. 00 per deadweight ton. This rate is also paid for a round trip 

in the intercoastal t rade, which i s extremely active in both directions , 

and especially eastbound, with Pacific northwest lumber. Net form and 

time charter rates on foreign neutral tonnage are holding firm due to 

the requisitioning by Scandinavian governments of their ships to carry 

grain, etc. , to build up reserve supplies . 

There has been no let-up 1n the active demand for Steel to 

east coast of South America. 

Grain 1n elevators, barges and railroad cars at the Port of 

Hew York "bas declined to approximately 4, 500 ,000 bushels. The quantity 

in elevators at United States outports has been dimin1shed but the 

railroads report a constant run of replenishments. 

The rate on heavy Grain to Antwerp/Rotterdam has advanced 

Freight rate on Grain from the River Plate to 
to 65¢ per 100 lbs. 
Europe is $24.00 per ton, 8 record high 1n recent years and reflecting 

a determination of European importing 
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PAJWIBllAII or m.JXIIWI REO&IVJ:D 
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'I 

1'!10111 .Aaerloan •bau:r, Kenoo 01tr, Kenoe 

Ill'fl:: rebruarr 1~. 19.0, e p.a. 

JIO.I 61 

'!he Bank ot Kexioo 1 e actual eale ot dol lare t o 

aellber banke tor Koa~ vaa ta6o,ooo, and tor fue•~ 1t 

wae t900,ooo. 'l'hu. eiaoe the e18hth ot reb~ it 1014 

a total ot t &,t&O,OOO to aellber bank1. Dollar deaand 

oontlllu.e Yll'7 etroll(t, altholl&h tbl aY&1labllitr ot puo1 

tor ~eoulatlon hal been reduced by the non-loan pol1cr 

ot the pr1Yate balllte. '!hue banke, b:r agreeqnt &IIODS 

t heaaelYel, Will graduall7, tor ltr1oU:r oo•ero1al plll'­

poue, relax their polio:r on loane, but thl:r will not 

408 

grant anr jle1o loan• &g&1DBt collateral 1n dollar• in order 

to toroe ccnYerelcn ot dollarl into puoe. '!here will be 

a reduction ln loane granted tor the parchale ot product• 

ln the 1~ or ... 1-1~ cla11, 1uoh a• autoaobilel, 

retrigeratore, and ec on, to a point where 1nd1rtdlaal bank• 

can handle thea without the Bank ot Kexico red11oount1De 

the loane - thu Ulporte ot thlee produot1 will autCII&t1oall7 

be reduced. 

'!he Bank ot Kenoo hal •old to thl rederal R11ern 

two add1 tional aetrlc tone ot gold, aak1ng a total tor 

the pre1ent orilil ot t1Ye aetr1o toa1. !b11 leaYel a 

ae~lo r• .. "' ot 21 l./2 aetr1o toae plu eiln~ puo 

oolu to thl extent ot 18,000,000 oaou • 
n&IIIILI. 
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TREASURY DEPARTMENT 

INTit"..OI"FICE COMMUNICATION 

DATa J'e'bl'Ua1'7 l), 194<1 

To Secret&J7 Xorcetb&• 

1"110.. Ill'. Codlru 

J.cthi\7 iD the forelp uehallf:e -.rbt 1Dcr•aed au'bata.nUall7 todq aa 
a reault of hes.rler aell1DC tor aceoUDt ot South .Aaar1cu aDd ..,..opeaa 'ballll:a 
11114 accelerated c-rclal 'bua1Dua. !he r~oned TOlua• ot ohrl1DC trau­
sctl oDI , aa ahow 'below, waa about double the aTarace Wl7 Tol,.e prew.111DC 
1aot voek. After opeD1DC at ).97-3/S, the oterl1DC rata decl1De4 otM4117 
throu&hout the 4&7 to eloae at tho lov of 3.96-1/2. 

Salea ot ~ot ater11DC b7 the tour r eport1DC 'ballko totaled 1.6o9,000, troa 
tha tollov1DC aourcu1 

B.T coa=ercial coDCerna ••.•••••••• • ••••••••••••••••••••• ' 209,000 
liT toreiclt baDlto (South .Aaeriea, llurope aD4 J'ar San) .. * 1!00,000 

!otal ..... * fio9,000 

Purchaoea of opot ohrliDC GllOUDted to ~3,000, ao 1Ddieate4 'balov1 

Jr cazmerelal concerne •••• ••••••••••••• ••••• • •••••••••• • 383,000 
By tare1cn beAka (JDrope) •••••••••••••••••••••••••••• •• ' 80,000 

!otal . .... * 1163,000 

!he tollov1DC roporUDC 'ballll:a oold coUoD 'billa totaliDC 1026,000 to the 
llrlthh Control 011 the kala of the off1e1al reh of 4.02-1/2: 

* 16,000 lilr the Cloar&Dt7 fruat Co:1pan;r 
7,000 'b7 the Cbaae •at1oDal :&.Ilk 
3,000 'b7 the •attoDal C1t7 :&.Ilk 

* 26,000 !otal 

.Tun 'bet are the opeDiDC of the •• York aarltet; tiM 'belp ad-ed to 
.1689 111 • .Aaaterda, aa aca1Det the opeDiDC .Aaahrd.a r ote ot .1684. !hi tirat 
quotat1011 1Jl •• York vaa . 1691. liT a14-efterDOoa, 1t heel •aecl to .168&-1/2. 
late hi the 4&7, 0111 •• Yorlt bull: att~ted to _..tea •alUDC or4er 1a a 
thla ....tlet, aa4 the rate racedad to .1682 et tiM eloM • 

• 
!he other s.ponaat cu:rreiiCilea cloaed u follow! 

heDoh trace ,0224-5/S 
Qaildara . 5315 
llw1aa fruo• . 22'42-1/2 
"'""'an dollarl 13-5/16 f. 41-' 

CONFIDE~ ~T IAl 
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We purchaaM the t ollOWlJIC aOUDh ot sold troe t he eano&rkM ··c-··•e ot 
the ba.JIQ 1D41catMI - ~• 

no,ooo,ooo troe the :Bank ot l'!u.ce 
3,375,000 boa the :Bank ot ICezico 

t13,375,000 total 

'lhe IKerel l!eaeM'I :Bank ot Iew York reportK the tollowi~~g ahi-•h ot 
sold: ,.. 

$ 3 ,271,000 tra. South .&trica, ehl ppe4 b1 the South .&trican :aeeeM'I llenlt to 
the Ieder~ :anene Bank ot Iew York t o be aen>arltM t t 
ot the Ietherl aD4e l!elllc, ' or accoiiJI 

2 , 722 ,000 fr<a Cen•de, lhipped b1 the :Bank of CNiada, ottawa, to the 7e4eral 
Reeene Bazik ot Iew York, tor we t o the U. S. A.asq Office. 

2,500,000 troe South .&trie&, lhippM 'b7 the South .&trlean :aeeene J!e.Dk to the 
Ieder~ Reeene l!elllc ot Iew York t or account of the IetherlaD4e BaDit 
JlthoJICh the cUepce1t1on ot th11 ahip:ct h unlaiOVD at th.e pre11nt ' 
tit:e, it h probable thet it will be la1'1Dal'kK t or the Ietherlallde 
BaDit1 • aecoiiJit. 

2 ,252 ,000 t1'aa llwiherle.Dd, lh1ppe4 'b7 the llwiu I!ltionalllenlt t o t he IMeral 
P.esene :a...lt of Iew York, t o be eamarltK t or account ot the llwiu 

..,----,,--- Iatlonal :Bank, 
$10,745,000 !otal 

'lhe St a te Departaent t orvudM to ue a cable etatin& thllt the f ollowille 
lh1p::111h ot sold were beimc ara4e from :Boabq, ID41a: 

$3,027,000 repr eae t iJIC t our ah1pe111ta 'b7 three different b&lllta to the Chall 
Iatiollal llaDit, Sen l'!u.chco. 

493 ,000 repreaenUac two ehipeenh 'b7 & lrench b&nlt to the lrlllCh Aloerican 
:Benk11lC Corporation , Iew York. 

4o4,ooo repreeentiDC two ehi pme11h b;y &II Auotrali&ll bell: to t he Jalllt of 
California, Sen lr&llchco. 

3ll6 ,000 ahipped 'b7 the kt1onal ll&llk of ID41& to the Ouarant7 !ruet Oo1lpaDT, 
Iew York, 

$4, 272 ,000 !otal 

Of the &bon ehipcenh , tholl arri't'illC at San lr&IIChCo will be oold t o the u.s. 
ll111t there aD4 tholl colltipM to Iew York will be eold t o the U. S • .Ueq Office. 

In & report traa the lederal :aeaene ll&lllc ot Iew York ehowiiiC depoalh f or 
accOIIJit of A.aia u reported 111r \he Iew York apncl .. ot J epaneae bftDita oa 
Pebl"U&l7 7 , aw:h depcalh t otaled $36 ,92J. ,OOO, a deer•" ot about $6110,000 
dllCe the laet report 011 Jfi//1.!»Z7 31. ot thle MOUJit, $25 ,680 ,000 repr .. euted 
depodh with the Yolllohua llpecle :l&lllt 'b7 ita br&IIChll ill Chllla. !'he onrdraft 
011 the boob ot the Yolllohua llpecle :8IJlk ill Iew York for account of ih h­
otfice ill J~ waa $Sl,o64,000, an 1ncr••• ot $2,911 ,000 dDCe J~ 31· 

C O NFID E N TIA L-
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!he Joabq qutaUoa for •' eiber wrii:M OV:t 'o \he ~ftl.eat ot 
39.1!),, about 1/ 2' 4owa froa \he q'IMitaUoa of Je'brau7 10, fte ~ftl.eat 
ot \be a11nr prioe f or fir•' eetU••• 4.UftlT, 'lllliall.,. 'CIMernuol v1U 
'be eOM aq 4111'1lle 'be tun"* 1a lllrell, .. quhl at 37.77,, a 41-=t 
ot about 1-3/8' 111111er tbe 8pO\ prtoe. Accor41ac 'o a .__.. 4111pa\all 
troa Joab&T whiallllpJ>Nftl OJl 'odq' • Dow Joue Uobr, \he fCII'WVi 41-=t 
1e attribah4 to ~~,., \la- v1U lie a ~ea4 illpori 41zt7 1a \he 
,..xt b 41aa ~. renl\iliC 1a a 4~ for 8p0t ether. !be bQdcn v1U 
'be prue~~ta4 at •• Dalld em J'ebruaz7 29. the pr .. aat ather i11pori 4ut7 
vor ll:e out to a equhalct of a'bollt 5-'J/8' par o-• &114 h alraadJ talala 
tate accouat ia tiM ailnr quotaUoae cha a'bon, 

!he LoD4oa prto .. fi:acl. f or epot &114 fonvl eih.r nr• 21-3/164 &114 
21-1/164, bo\h ott 1/ 164 froa tiM qw>t&Uou ot J'ebruarr 9. !he '0', 1. 
aquiftl.eah were 37.171 aD4 .H .Ii2' reepacUnlJ' , 

11aD47 aD4 ~·• p rice for f oral4;11 eUT.r waa llllebnca4 at 3'11,-JN . 
!he !'r .. llli'J''• price wae aho vnebnsa4 at 351· 

Ya u4e ta purcha••• of eilYer t ot altac 559,000 0\UICee 'llll4.r t he l U Ter 
Purchlea Act. Qt \hie • ou\, 1)11,000 olllle&l r epr uaata4 lal•• f roa i.aYeatorr 
b7 t wo rottatac ca.paaiae &114 tiM r.aiaiiiC 1!25,000 Ollllo•• oowne4 of aw 
produotioa froa foreica oouatriee, f or f orward 4e11Yerr. 

coNF \D E NT IAl. 
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P.&JIAPHJIAIJ: or !ILEO!W! RZOEIVED 

J'ROih American Ellbaur, llex.icc 01t7 

DAB: Undated. Receind rebruarr 13, 1940. 

1 0.: 60 

OONriDZN'l'UL 
Reference ia made to Department's no. 23, dated 

Januarr 26, 19.0, 7 p.m. 'l'he American Smelting and 

R.ef.1n.1ng Ooarpanr at lfonterrer has 8h1pped 3,000 tone 

ot refined lead. 'l'he sale was .. de to Amtorg 'l'rading 

Corporation b7 the New York office at a price of 

412 

t7o.20 a ton. 'l'he local oft.1oe ot the American Smelting 

and Refining Oompanr believee that the ~was sold tor 

oaah and parable probabl7 .in gold from Ban rrano1eoo. 

'l'he office aleo bel.1evee ( I .-pb&ei'e believee) that 

Germ•nx will receive some of the lead but the office 

has no knowledge concerning deetination. 'l'he ehipaente 

were consigned to Agenc1a Comeroial 1 Maritima, which 

.1e a German firm hAndling Rusaian boate. 

DANIELS 

• 

UtD 
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DEPARTMENT Of' STATE 
WA8HINGTOH 

rebrual")' 15, 1940. 

!be leoretary of State preaenta hie oompl1aent1 

to the Honorab1a the leoretarr of the Trlaeurr and 

eno1oaea on• oopr of a paraphraae of te1egraa no , 110, 

dated rebruarr 13, 1940, tro• the .AIIerioan bbaur at 

Mexioo Oitr, vhioh refer• to the Departaent 1 • te1egraa 

no, 23, dated Januarr 26, 1940, to the laba••r, 

requeet1ng, on behalf of the 'freaeurr, information 

relating to the freight ah1paenta b7 wq ot Kanaan11lo 

to Vlad1 ~etolt, 

:&nolo eur11 -o ! 
v 

Proa Kex1oO OitJ, 
.. 

no. 110, rebruarr D 
~e 

13, 1940. .:::; ... .... 
"' ~u 

~ 
;;~ 
~ .. 

i ~ 

413 
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Dan1el 

February 13, 19llo 
10:42 a . lll. 

Boll: Hello . 

Oper ator: Senator l·lagner. 

B: Hello . 

!'to bert 
Wagner: Yes. 

B: Good oorning. 

U : Good morning . We ' re right in the mdst of the 
meeting. Have you got any •••... 

B: Well , I thought vou wer e ~oing t o call Me l ast night 
and I understood you were out or town. 

\•1 : 

B: 

II' : 

B: 

W: 

B: 

W: 

B: 

lf: 

Yeah. Yeah. 

Well, I talked to the President a little yes terday 
about 1 t and t here are a ooll))le angles which I think 
you ought t o know a s the background. One is t hat 
if you allow this bill to go through they are ~ing 
to contend in t he oam~ign that you've admitted that 
part o~ t he monetary ~olioy has been all wrong. 

Yeah. 

And he t hinks it mi ght be used very effect i vely. 

Yeah. 

And t h e other -- wai t a minute - - Just a cement. 
(Brief pause) Oh, the other is the •Good Neighbor 
Pol icy• which t hey have been trying to foster t o 
the south of us, There might be a f ew situa tions 
t here where ~ · d vant to buy forei gn silver , not 
in large amount s. 

For vhat -- for what poli oy1 

'l'be • Good lfe i ghbor Polio Y1 
• 

Ob, yes, yes. 
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lf: 

B: 

W: 
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!he lOUth 

Yeah, 

. And Mexico and Chile and Peru, I think. 

Yeah. Well I don• t know, we -- I got vor4 otherw1ee 
teo that vas :;our policy and ve •re going t o do the 
beat we can. I don ' t know, it's suoh a damn silly 
thing that 1t ' a hard to stop it, 

Well , I 1m wondering it you oan • t use this as an ex­
cuse: that here you have this resolution to 
1nYest1ga~e banking and monetary oatters. 

I know. 

All right. You could eay to t hem that -- well , why 
do th1s piece- meal, why not let me get some nore 
intormatipn on it and • • •••. 

'l'hat • s right • 

••• •••• atter I've made my reoo~endat1ons it'll 
inolude silver. 

~know. I ' ve -- I've t ried that but •••••• 

Rave you' 

4l S 

•••••• they-- ~hey know I'm not 1n a great hurry about 
that, don ' t you kno-' That's vbat1e eo-- well , we'll 
do t he beet ve oan. I -- I 've got to go baok t o t he 
meeting nov. 

Yeah. Well, he didn't think t hat you'd want to uee 
either one ot the tiret ~o euggest1one as the baok - ­
that ve gave you ae t he background, but the exouse 
you ' d want to use would be your meeting. 

Yeah. Well , I ' m going to trr• that but-- I don't 
know; we ' ll sea . 

All r ight. 

!bank• verr 1111ah. 

1oo4 luolt to you. 

Gooclb,.. 
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B: 

Bar kley: 

B: 

Barkley: 

B: 

Barkley: 

B: 

Barkley: 

B: 

Hello . 

Good morning, Senator. 

All right. 

February 13 , 194o 
10 : 48 a.m. 

This is Bell , in the Treasury. 

Yea . 

I talked to the President about this Townsend 
Silver Bill and I just tbou~ht you ought to know 
his reaction. He said that he thought you ought 
to ge t the background, the way his oind' s working . 
I f you allow • .•.•• 

Well, the sub- committee hae alread~ reported t he 
bill favorably and I think the full committee is 
going to do the same in a few minutes . 

Is t hat right? 

Yeah, I've been tryin~ tor three weeks to ge t some 
information on t his subject and I haven 't been able 
t o get it. And I don•t see why it is that I can't 
get a little coo~eration down the street ~~en I'm 
trying to carry the banner over here . What - ­
What ie it nov t hat he '•······ 

Well , I - - I t hink ve could give you 1ntoma.t1on 
I didn 't know you wanted anY but •••.•. 

Well , I -- I called day -- day bef ore yesterday and 
talked to Mr. Bernard and he called me yesterday and 
said he had talked t o you and he vae to have infor­
mation over here to me this morning by ten o' olook 
and 1t hasn't oome . 

Well, he just got this i nformation and he ' l l be up 
t here in a r ev minutes. 

Well, it ' ll be too late. 

Well, anthow, the Pree1dent wanted you t o ge t these 
two tbougbte. The firet vas that 1t the b1ll goea 
through the Congress and it becomes a lav t hat they 
might use it in the o~aign to the effect t hat 
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the Administration hae alread:r admitted t hat 'Oart 
ot its monetary program over t he past tive ears 
is a failure and they went along with this 7 
eliminating this foreign purchases . The other int 
is that it interferes with t he President' s •Goodpo 
Keighbor Policy• South A~erioan and Latin A~erioa 
and eo forth . 

Well , that ' s the argument I made before. 

Yes . 

And I ' ve been oaking it ltere th is !10rn1ng but it 
doesn ' t change anybody ' & view. 

Yeah, POd the excuse probably he thou2ht you mi ght 
use was that the Wagner Resolution is- now on the 
books Which authorize& him to study the banking 
and monetary situation and he could very well 
i nclude silver • ••••• 

Yeah. 

.•••... i n his r eport on that. 

Yea.l) . \·!ell, I t hink t hat • s -- all t hose ar e Ft'()od 
arguments and I 've made them, but t he com,ittee , 
I thi nk, bas got it ' s mind made U'O and is going 
to report this bi ll . 

Yeah. 

But I ' ll do the best I can, but I' c handicapped by 
the lack ot t hose figure s . The question was Just 
asked her e a whi le a go how much f or ei gn silver we 
bought l ast year. And I wanted al l t hat informa­
tion, and I think t hat-- ••• . . • 

Well, t hat ' s , • • ••• • 

••• •• • we ' re increasing our trail~ i t ¥e stop buying 
this silver it -- it cer tainly handicaps China. 

They' ve got t o have some other means ot making payment. 

,, • •• • Hexioo. Moet ot itis oomlng i n here in pay­
aent tor goods that ' s being purohaeed. It seems 
ridiculous to me to stop China froa sending silver 
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into this country to pay tor things she need• 
and then turn around and loan China money to buy 
the very same things, 

(Laughs) Yea. 

And the same is -- the same il true of some ot theee 
South Amerioan countries. But anyhow •• • •• • 

Yell, I think the only thin~ be ex - - the President 
expeote ie to do the beet you can on it. 

Yeah. Well, that•e all I can do and that won' t be 
IIUOh, 

B: Maybe it hae gone too tar at this point. 

Barkley: Well , all right. 

B: 

Barkley: 

B: 

Barkley: 

B: 

, 

I hope that 1t the bill ia reported I can get the 
information I -- aee it before the bill oomee up 
in the Senate. 

Well, Larry Bernard ia on hie way u9 there to eee 
you, 

.U 1 r1gbt • '!'hank. e. 

'!'hank you. 

• 

• 
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PLAIN 

London 

Dated Pcbrunrr 13, l£40 

Rtc'd 2:50 p . m. 

l . T:lt Cr..:mctllo:- of the E:'tchcqucr announced 1n the 

Rouse of Co~~ns ~r;t the actua1 ay~lications for 

conve:-sion of th• poun <o 350 million issue totalled 

:>ounds 236 million anJ for repaymEnt pounds 99 million, 

there rcrnain~g a balanc e of about pounds 15 million about 

which :)articulars arc not ,-ct a vailc.blt . Although Simon 

stc.te:i that h e r q;ardt:l this result "as cxtrcmtlr 

satisfactorr·' the fact thc.t onlr two thirds of the issue 

was converted, a substantial proportion- of 11hioh wc.s 

un&oubtcdl7 in Government hc.nds , secms to belie his rEmark . 

2 . The RumAnian tei is now brin e quoted in ~ndon on 

the basis of the rate prevnilir•g on the 13uchru'cst bourse 

for fr ee excllangc dcalin<_s . llithcrto onlr the official 

r c. tc cstc.blishtd by th£ National llo.nlt of llumanin hc.d bun 

quoted. ToJnr t:1c Lonllon ra te was 640 selln•s compared wi~ 

t he former lfational lhnlc r :ltt of 550 stlltrs . ThE followl.11a 

a£1111- inspirtcl a ccount hes ap:>c:-red in thE finnncic.l prcaa 1 

"Under 
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"Cndcr prcamt o.rrnn3cnrnts Rum.:mian EXporters arc 

comj)tlled except where other clEaring arrangmcnts cxht 

to surrendEr 30 pEr cEnt of the procEeds of all billa 

dravm on foreign cEntrEs in foreign exchange to the 

421 

No. tionnl Bank which credits the EXporters at the official 

r atE of 565 to thE pound for this fraction. ThE rtmc.ining 

70 pEr cent they sell on th~ 3uc!lllrcst bourse to c.ny 

importn· dtsir1<1:': thc currency, Tbe quotation thus 

£3tc.bli3h£·1 is c1 ~;-~n'!rnt purely on supply and demand. 

"London fo~-:ig:J cxchc.ngc quc.rtcrs ho.vc therefore 

decidcc1 th'l.t it '.'tould bE of greater usc to publish the 

Bucho.r t st boursE rate than thE unofficial National Bnruc 

of nwnania rate which rarEly changcs . ThE successive 

dtprtciatio!'ls of sterling and t'le lEi brought thE lEi­

stErling ratE down to about 410, To this thE National 

B:lllk of RUIIUlnia added a prEmium of 38 pEr crnt after the 

d epreciation of thE lEi bringing thE rate up to 565. 

The Anglo- RUIIUlni:m clearing ::.rrnngoncnt lapses at the 

end of.April nnd it is undt>•stoo•l thct c. nEw o.rrnngcmcnt 

is bEing drawn u:;> . UndEr the terms of the existing 

agreEmEnt 20 per cEnt of thE sterling procEEds of Rumanian 

cx,orts to this countrj is freely negotiable , 40 per cent 

is givEn to thE National Baru: of ~umania at thE offici al 

rate 
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rat£ of 565 end 40 pEr cent io creditEd to the Anglo­

RumAninn goods account which exists to facilitatE 

payments for thE import of ilritish goods to Rumnnin . 

In well- informEd circlEs it is suggEstEd th~t thE EXchange 

proportions of 70 and 30 might clso bE o.ppliEd to Anglo­

Rumt:nia.n tradE. Such a proportion is maintainEd bEtWEEn 

Rumc.nia c.nd many othEr countries." 

ThE "Jritish Trec sury appt r.rs to h.'lve bEEn tnkcn by 

surprisE by this dEVElopment a t thio timE which it hC'.d 

regardEd as a poesibility when thE R~~c.n Finnncc 

Minister wo.s changEd about six months ngo . ThE only 

obvious disadvantagE tho.t might arisE out of this o.ctien 

would bE if it wErE allowed to wrEck the clmring 

o.rr::mgrmcnt thus injuring unpaid British crEditors and 

British bondholdErs . No doubt this aspEct of thE situation 

will be the subject of nEgotiation in connEction with the 

several othEr controvErsia l matters now existing bEtween 

Rumc.nia end Great Britain . 

3 , ThE January figures of Tr~nsvao.l gold production 

havE just appEared and indica tE a nEw peak lEvEl of 

1 , 135, 482 finE ouncES comp:~rcd with 1 , 100 ,731 in DEcEmbEr . 

FurthErmorE thE numbEr of ~'ltivES EmployEd hC'.s incrcc.scd 

from 304, 000 in DEcEmbEr to 326, 000 in Jcnunry surpc.ssing 

last y cc.r •s bEst total of 32&, 000 c.tta.inEd in April . A 

press 
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prcaa oommtntctor notes th:~t Dcembtr uauc.lly lllllrka 

the trough of the shortage of nntivcs tor minE work 1n 

thE South Ai'rican cummcr but that l n•t month' s 1ncrco.at 

:tj)pcars to bE due '' to more then scnoono.l lrulumor ... 

JOJDISON 

BTU 

• 

• 
... 

_, 
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