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a) Me=orandum of Pearson conference with Sullivan ... 118 
Conference; present: ~r, Craves , rlelvering, I r ey, 

Thompson, and Cairns- 3/15/40.............. .. ........ 162 
a ) Helvering discusses actual aeouring of evidence 
b) Carpenter (member of foley ' s staff) wanted by 

Helvoring and Craves but Foley objects . . ... . ... .. 168 
c ) Hoosier DeQocratic Club: SUQmary of record 
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Foley agrees to release of Carpenter- 3/16/40.......... 207 
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See Silver 

Tyler, Royall 
See Yoar Condition~>: Italy 

U. S. S. R. 
See l•ar Condi tion5 
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Sloan - 3/11./1.0.......... .............................. . 136 
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Airplanes: 
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o.oodring t o appear before Aviation Subco::uittee of 
!louse .aUitary Affa irs Coarlttee; Subco:l:litr.ee 
believes error was made 1n original r equest for 
money for planes and tb.sr. thi s rather than eey 
other cost factors accounts for Cener al Arnold ' s 

Book ?age 

present request, for supplemental funds - J/13/40.. 21.7 :29 
St atus of French contracts as of 2/~9/40 -

3/11./40 . ... 0 0 ••••••••••••••••• 0 •••••••• 0 ••• 0 • •• • 0 0 75 
Liaison Committee conference; also pr esent: Br ett 
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Board), Lingle (Army hir Corps) , Towers (Chief, 
Bureau of Aeronautics, Navy Oepartoent), hlrvis, 
Sir Henry Self, Pleven, and Jacqui n- J/14/40 ..... . . 81 
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availability to All ies of l ates t aviation 
materiel- J/15/40...................... . ...... 189 

1) &:lisoo , Stark, and Towers agree t hat 
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3/18/40. . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . 21.9 
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reason f or r~etpon~ent.......................... . 25~ 
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•·er SUpjlly Board to be r epresented in linited St5.tes by 

Anglo-french ?urc'nasing Board under chair=.ns.ltip or 
Arthur B. rurvie - (J/5/40) .. . ....................... 95 

Exchru>ge Control rol!c7: Cochrun mecorMdw:l a!'ter vi::it 
with Deputy Governor Gordon of Bank of Canr;da at 
Ot ts•o - 3/ 14/40. . . . . . . . . • . . • . . . . . • . . . . . . . . . . . . . . . . . . 124 

Closing Agree111ents: 
Conference wi t h ~a~; ropresentntiv~a on application of 

11alter Kidde and Cocpany- J/16/40.... . . .. . .. ........ '02 

Coal.: 

a ) Sullivan me111orandWll: "RetrC'nt is so rapid 
song might be changed frc.m • Anchors Awei gh ' 
to 'Anchors Away"'.. . . . • . . . . .. . . . .. . .. . .. .. .. . .. 201 

Edison asked to instruct Naval Attache, London, to 
inforo Treasury on English-Itnl i an-Ger=nn coal 
arrangements - J/15/ 40.. . • • . • • . . • . • . . . . . . . . . . . . . . . • • • 149 

(For report aee Book 748, page 114) 
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liar Conditions (Cont11lued) 
hcbange market resUDel- 3/13/40, et cetera........... 247 

Finland: 
Reconstruction: HMJr discusses possibilitieo at 

9:30 meeting - 3/11./40 •........ .....•..•...•. .... 
a) Tanner and Ryti could be invited to work out 

ccaprehenaive plan of" reconstruction: losn 
against their gold (practically entire supply 
in tbia country) , et cetera. 
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used later !"or other countries 
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Red Cross aaaiatance- 3/15/40 ..•............. ... .... 
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!'ranee: 
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nine other North Atlantic ports- 3/18/40 ......... . 
Gel"llllley: 
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3/14/40 •.••..••..•..•.. .. . . .....•...•.•....•...•.... 

It~: 
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Great Britain: Report on official nul eo of 
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United States Committee: FOR's conversation of 
2~ hours on lack or cooperation described by 
IC\Jr to Treasury group - 3/13/40 •.•..••..••..•. . 

a) General Arnold trying to get Colonel Burns 
on cD~Bittee instead or Qu.arter:oaster 
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cnn neither control themselves nor the 
people under them nil be se"t to Quam 

b) FOR also tells Early and Louis Johnson 
that if General Arnold dooa not cooperate 
he will be removed as head of Air Corps 
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Arnold all liars 
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3/13/40 •••.•.•••••. ...•. .....•............. 
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3/14/40 . ..................... 0 ••••• 0 •• 0 •• 0 ••• 

a) Ediaon-HUJr conversation .•...•..•......• 
Woodring plan "so that English and French will 
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U. S. S.R. : 
Shipments to - J/18/40 .. ....... . .. •....... ....... 
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llfl!ORANDUJ.! FOR THl. R£CORD: 

Conference in Senator Barkley's office, llarch 13, 1940. 

Present: Secretary l.torgenthau, llr. Foley, llr. !\bite; 
Senators Barkley, Wagner, Ada:u and Bankhead; 
Senator Pittman dropped in later. 

The conference was called at the Secretary's suggestion to 
ascertain what some of the Democratic leaders thought was the best 
procedure with respect to the Secretary's appearance at the silver 
hearings before the Senate Committee on Banking and Currency, for 
which Ser.ator Townsend was pressing . 

Senator Wagner suted that nobody aeOl'led to be int,erested in 
supporting a continuation of the purchase or foreign silver and that 
unless there was strong assistance coming rroc the Adoinistration 
his Committee was certain to vote out Townsend's bil l favorably. 
He stated that were Secretary Hull to come out in favor of a con­
tinuation of the si lver purchase program at this time on grounds 
or international political policy it would help a great deal in 
defeating Senator Townsend ' s bill in his Cor.mUttee. Senator Waenor 
stated that be had spoken to Secretary Hull and Secretary Hull had 
taken the position that it was a matter or indifference to his 
Department how Congress acted on the bill, and that it was the 
Treasury t.hat was chiefly affected, and that he (Secretary Hull) 
was disposed to let Secretary llorgenthau carry the ball so tar as 
the stat-e Department was concerned. 

Senator 17agner said he knew that the President opposed Townsend's 
bill but that oven the Senators from the silver states, who had 
fought so strongly for the continuation of domestic purchases of 
silver , seemed disinterested in what happened to the Townsand bill , 

Secretary Uor genthau said he reco~nized the fact that the silver 
Senator s seemed to be disinterested, and tor his part. if they were 

not interested in derending the bill be did not !eel that he could 
do very 111uch for it. It was his opinion that any defense of con­
t inued purchases of foreign silYer should come !roo. those Sena tor s 
who had done so much to insist upon its continuation in the pest. 

The Secretary added, however. that he believed that under the 
circumstances the continued purchase of forei~ silver at thjs time 

1 
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was doing no economic harm and miPht even be doing a little FOOd. 
lie stressed the view that since there was a comprehensive ex.amina­
tion of the monetary policy bein .. undertaken he deemed H deeirabl e 
to postpone any action on silver until the matter had been thorOUjlhly 
canvassed alon,. w1 t h the other portions of the monetary pro@Tam in 
the monetary investiration. He thought it would be a mistake to con­
sider silver a quest.ion separately f r<llll the total prograa, and 
hence be (Sec~t.Ary llorgenthau) could not favor the Townsend bill. 

Senator Barkley wanted to know just what could be said in f avor 
of continued purchases of foreign silver and Nr. !>bite indicated 
some of the reasons w~y there were on the whole some mi~or economic 
benefits that flowed from the continued purchase of foreign silvor 
at this time. The Secretary stated that he much preferred not to 
appear befor e the Senate Committee on Be11Jtinp: ard Curren"y to testt­
ty on the Townsend bill. Senator Wagner stated t hat Senator Townsend 
was very pressi!lf on the matter but that possi bly he l!li"ht be induced 
to alter his cd.nd. "enator l•agner wan:.~ to know i1' !lr. 'llhite could 
appear before the Corzittee instead of the Secretary and could s peak 
for the Treasury on the bill. The Secretary said that tt>at was 
entirely satisfactory to him. 

At that ?Oi nt Senator Pittman appeared and indicated that. he 
was not concerned with the Townsend bill one way or the other. 
Whether it was desirable to repeal the purchllse of for eign silver 
depended on whether "it was yood or bad for our economy", and he had 
no view on that subjec t . That a specL of the problem was, he claimed, 
a matter about which the Treasury should have definit e views. 

11hen asked whether he was concerned lest a decline in the price 
or foreign silver ai!lht follow cessaUon of Trea«Ury purchases of 
forei flll silver and, by increasing the discrepancy between the world 
price for silver and the domestic price for silver, increase public 
dislike for domestic silver purchase program at current pr ices , 
Senator Pittmsn r esponded that{heyhad the situation wiLh regard to 
domestic purchases of silver well in hand, end Lhet he didn' t think 
it made any difference what Lhe world pr ice for silver was. Later 
on he said that he thoup:ht. the world price was roing to rise, much 
the same as it did durin<: the las t war. He went on to state Lhat 
he was clUe fly concerned wit.h demonstrat ill,l! the falsity of the state­
lllent !'.&de in s010e ouart.ers that. silver •as not. a valuable metal 
and t....,at. its use as money had decreased. He said he felt. very 
atronzly that silver was valuable and would becOCie a:ore valuable, 
and that. its use as a mon•t.ary metal hod increased. 

Senator Voagner asked h1lll whether he wouldn't like to ar pear 
bel'ore the Committee on Bankil\11: and Currency to be held that day to 
f!ive his view on t he Townsend bill. Senator Pittman said that he 
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woult! like to attend the hearings to testify on the ut.Uity of 
silver, but he didn't intend to say anythinr about. the merits of 
the Townsend bill. Senator Pittman went on to say , however, that 
he couldn't attend Coomittce hearinps th4t day but could if the 
hearin~s were postponed a day or two. 

A!'ter Senate:- Pitt.oan left, it was &<'1'eed that Senator Pittman 
could be the f irst one called at the Conference and if Town~e:'ld in­
sisted on the Secreu .ry•s appearance the Secretary could appear 
after Senator Pittman had testified. 

lnen the discussion on~ilver ended, the Secreta.-v said be 
wanted a few minutes to exp~o the men assem~led just exactly 
what he had been doing in carrying out the specific orders of the 
Pr esident to promote increased production of plenes for the Allie3, 
and whst t he proposed Allied plane order meant for recovery and 
employment in this country. He stated that as a result of intensive 
efforts they now expected it would be possible to obtain the Allied 
orders for planes on conditions satisf actory to all concerned, and 
to so expedite production of planes, en.,ines and parts as to 
substantially heiphten bus i ness activity within a few months. He 
said that be thoU6ht these additional orders would result in an in­
crease in incame-creatin" expenditures directl y and indirectly of 
possibly $1 billion dur ing the coming 12 months . The Senators each 
expressed themselves as bein~ very favorablo to the idea and were 
rlad to learn about the details from the Secretary. [.,.,_,' 
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FOR rCl':DIJ TE RCLU.SE 
~'odnoadny, lli>.r oh 131 1940 

'ashtn(;ton 

Press Sorvi eo 
lie , 2o-16 

Secretary or tho Treasury ~crGenthau today announced that reports rr~ 

tho Fodoral Reserve banks indior.te thAt ;~718, 0:>8, 200 of Treasury l<ot ~ of 

Series B-19401 maturing June 151 1940, ha vo boen exchanged for 3/4 poroont 

Tr easury llotcs c1' Sorioa A- 1945, 

SUbscriptions and allotments wero d1 vi dod runong tho severnl J:'cdor~l 

Reaorw districto ~.t:d the Trcnaw·y as follo•re : 

Fed<'rnl Rese rve 
District 

Boston 
llow York 
Phi 1P.de lphi a 
Cl ovo1nnd 
Riohmc1:d 
/ tlnnta 
Chicat;o 
st. Louis 
::inneapolis 
Kanans City 
llallas 
S~11 Pronoisoo 
7rcP.sury 

:rotnl 

- oOo-

Total Subscriptions 
Received end .• llcttcd 

~ 19, 564; 900 
502 j 203j 200 
12j G72 j lOO 
17j G32, 900 
13, 978; 100 

7, 710; 300 
01, 986, 500 

7, 016; 600 
1 ; 637 j l00 
9 , 8sz; ooo 
3, 781; 400 
3,483, 400 
197,~gg 

""118.~. 
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PAR.lPRRA.SE OF TELEC&W( RECEIVED 

J'ROM: American Embaes:r. Bogota 

NO.: 61 

DA'l'J:: Karch 13, 1940 

Reference ie made to the Department'• t&legraa 

no. -66 ot March 5, 1940. 

A oop;r ot a memorandum vhioh ia being sent to the 

Oolombian Embaea;r in Washington waa g1 ven to me today 

b;r JaraJDillo. I will forward th1e oop;r to t he Depart­

ment b;r the tirat airmail. 

JaraJDillo eaid that the GoYer11111ent ot Colombia 

Yishee to obtain a long-term loan in the amount ot 

tlo,ooo,ooo trom the Export-Import Bank. Ot th1e 
I 

amount t5,ooo,ooo would be apportioned to the Bank ot 

t he Republ1o, thereby reenforcing the Bank'• reaerYea 

and eaeing exchange control reetr1otione. Amerioan 

exporters would be benefited through prompt payment 

and througn 1noreaaed export• to the United States. 

Part ot the loan would be ueed tor agricultural develop.: 

ment under etriot eupervision; 11,385,000 would be ueed 

tor railroad oonetruot1on; tl, 716,000 would be ueed to 

purohaee railWA7 equipment; tl,ooe,ooo would be spent 

tor highway oonetruotion and t300,000 tor equipment tor 

the latter. Ae other oountr1ee repay their 1ndebtedneee 

to 
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the Export-Import Banlt, the Oonrn~~~ent of Oolomb1a hopu 

that 1 t mq be poae1ble for the I:Jtport- Import Bank to 

grant additional aaa1atance to Oolomb1a. 

6 
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Much 13, 1940. 

TO 1 Secretaey Korgentbau 

J'RC.oll Kr. Sullivan 

Subject: Sh&l.l we a.diate}¥ proceed c1Ti).4 in the 

(l) leeler, (2) Greenley caa••· 

1 . Keeara J'oley, Belnriac, lre)" and Sullhao are 
1n accord that proceedings -., and shall be atarted at once. 
!ozoorrow, Karch 14th, the detioleney notice in the )[eeler 
caee will be forwarded to the Collector 1n the 41etr1ct in 
which )[eeler tiled hie return ( e1 ther LouinUle or lndianapo­
l1e) and leeler will then have 10 ~· in which to ~· 

2. On the aubject ot Greenlw.r, Kr. Ire.y etatee that 
he believe• that hie men will recommend a er1e1nal proaeeution 
and that 110 civil proeeed1nca ehould etart betore the crleinal 
proueution baa been tenduated. It .4c'ent Sullivan leane 
here to110rrow to return to ln41an&pol1e he ean forward 1n here 
with in a tew ~e the e1v1l tax report but unleee eome court 
orcl.er 1e hsued it h queeUonable that 1UQ' Witneaaee can be 
u.cl.e to talk eo that the cr1ainal proeeeut1o11 ot Greenlw.r will 
be reeoaaended unleee there ie eoae other eource ot iDtor.a­
Uon aa ;vet un41.aeloeed. Comaiuio11er !le1Yer1nt; atated that 
azq reeoaendation u to erialnal proeeeuUon ot Greenlw.r 
ahould be acrutinbed caretulq. General Couneel J'oley baa not 
been contacted since 1 have receind thia eubeequent intor .. tion 
troa Kr. Irw,r. It i a ar opinion that no action on Greenley 
ahould be taken until t he report troa In41anapol1e h received. 

-:n.-s 

I 
-, 

\ 
-1 

., 
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Karch 13 , 1940. 

1'01 

Jl\01.11 llr. Sulli.,..n 

Subject: Sb.al.l we !..aediate4' proceed eh-114' iJt t ha 

(1) leeler, (2) Greenlee caaae. 

1 . lleure. 7olq, HelTerbj:, Irq and Sulliftn are 
in accord that proceed.1D£e ~ and ehall be etarted at once, 
To110rrow, March 14th, the det1cieney notice in the X:eeler 
case will be forwarded to the Collector in the dietrict in 
which Xeeler filed hie return (either Louieville or Indianapo­
lie) and Keeler will then have 100~1 in which to ~· 

2. On the eubJect of Greenlee , Wr. Irq etatea that 
he believea that hie .. n will recommend a crimiDal proeacution 
and that no civil proceedi~~ga lhould etart 'before tha criainal 
prosecution hae been terminated. It .&cent Sullhan leane 
hare tol!IOrroor to return to Indianapol1e he can forward in here 
w1th1Jt a fw dqe tha ciTil tax report but unleu eoM court 
order i1 iesued it ie questionable that 1n7 witneee can be 
aade to talk. Accordiag4' the criminal proeecutton o1' Greenlee 
will not than be racoaaended until there i1 10 .. other eourca 
of 1D1'o~tion ae yat undiecloeed. Commieaioner RelTiring 
etated thet aq recoaendation u t o crblinal prosecution of 
Greenlee ahould be ecrutbhed carefully. General Counaal 
7olq hal not 'been contacted aiJtce I han r eceived th11 eubo­
IIQUent 1n1'or..Uon fro• llr. Irey. It 11 rq opinion that no 
action on Greenlee lhould be t.bn waUl the report 1'1'011 
IndiaD&pol1a h recelTido 

8 
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Oil tile whole, I feU Bal4w1D•• 
ROZ7 •• •• deoellt as oould 'be 
ez]~Hted. OU'tallal7 :rour tallc 
With hJa •atJ'&liHd IIUOh Of the 
polaoa tllat !lad alna47 baea 1D­
,ieote4 1ato hill. Tour atteati• 
i• oalled to the nart of !1.18 
teatJI. JIUIICNP)ll •sc- Sftlr &JI4 
II&YJ' Grt1oa'8 a:r. atn14,• Wllioh 
4Maa1t eo'181 fti'J' Ral..rt f,_ 
llilltal7 ..... J'ellx Cotto hint• 
aboUt a oollti'Oftl'Q' 8114 thea 
1l0112aere ill hie ato17 4oee he 
reaU,. 4efiaa a ooatroTerq. '1'be 
Wall Street lourual story l follGtr­
iDS oa their .._ Toltt lea41 treated 
J'OI1 mre taiz'l:r, I thillk, ~ball 
aQ ot the otllera. I baTe &r:raJ~Se4 
tor all the illtcmat.loa that _,. 
'be obta1ae4 at the ooDDlUIIioa of 
Bep. Barter'• nbo~ttee Hnioa 
this amaiDS &114 Will rela:r ._ • 

..... ••• I@_ 
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Gt.'NE!!AL DISCUSSIOll Otl 
Pt:NDI'1G A!ATTERS 

!larch 13, 1940. 
2 :30 p.m. 

(Discussion on Bank of America 
took place during this meetins 
but was transcribed sepa1~tely) 

Present : 

H. I • • Jr: 

Foley: 

H. !-1 . Jr: 

Foley : 

H. ', , Jr: 

Klotz : 

Foley: 

H . ~' . Jr : 

::>ullivan: 

!.lr . Bell 
Mr. Sullivan 
r.!r . Foley 
Hrs Klotz 

There is something I wanted to tell you people . 
Did you get that "!essage of mine? V•hat is tho 
t~g the fallow wanted , what is t h is r e solution? 

17ell, it is to determine whether or not :nili.tary 
secrets by the t h ird of September have been given 
up and whether or not what we are giving to for­
eign governcents affects in any way delivery on 
contracts to our government end prices that our 
government would pay for ammunlti~n and airplanes 
and war supplies , The resolution hasn't been 
printed yet and it has come to the L1111tary 
Affairs Comm1 ttee . It hAs been referred to the 
Military Affai.rs Committee . Uow , that is Sheppard ' s 
Co!ltllittee . It isn 1 t an a•1fully good conmit tee 
from our standpoint . 

Did you see that Barkley said word for word what 
we told &hem? It ~as just perfect . 

I t r.as a good thing you primed hi.m, because he 
didn 't know, apparently, that LaFollette was 
going to offer t h is at this time. · 

It was just sheer Morgentbau luck . 

No, that was no accident. You planned it . 

Sure you planned it that way. 

Beli eve me , \7hen Mr. Louis Johnson had a press 
conference today he was a very good boy. He ea1d 
he l i ked the Coordi.nating Committee and went 
right down the line . Believe me, he got i t yes­
terday. 

Oh, h e di.dT 
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H. M. Jr: 

Klotz: 

H .U. Jr: 

Sullivan : 

h . lt! . Jr: 

Sullivan: 

Xlot z: 

H. M. Jr: 

Sullivan : 

H. J.! . Jr: 

Sell: 

Klotz : 

H. I! . Jr z 

- 2 -

The Presi dent s pent two and a half hours on 
the airplane thing yesterday. Oh boy, did 
General Arnol d get it. They are trying to 
put Col onel Burne on thi s committee in place 
of the Qunrte naaster General. He says be can 
be a liaeion officer. He t ried his best to 
get him on a nd the President said, "You know, " 
looking at Arnold, be said , "\~en people can ' t 
control themselves and their people under them, 
you know what we do w1 th those kind or peopl e? 
We send them to Guam." 

He di dn 'tl 

Yes, he d i d , and he told Steve Early and he told 
me t h ie morning that he told Louis Johnson yes­
terday that either Arnold cut it out or he 
wculd be removed as head or the Air Corps . The 
President took two o.nd a halr hours yesterday to 
go into this thl.ng and I don ' t - oh, the He that 
they d i d the other day in front of the President 
is wonderful. I just knew it. Between Woodring 
and Johnson and Arnol d . My • what a bunch or 
liars . 

Do you want all that on the record'/ 

Sure , it is just for me. I may forget they are 
liars. 

Did you s ay the diary? 

This is our d i ary. 

This is ~1ne . You ought to see it. 

Autograph a copy, will you? 

There is only one. 

I t will be good reading 20 years £rom now. 

I don't think we can wait 20 years. I may not 
be here . I would like to see it in print before 
then. 

O. K. 

11 
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Foley : 

H. ! . Jr: 

Foley: 

H. M. Jr: 

Foley : 

H. L! . Jr : 

Klotz: 

Foley: 

a . .: . Jr: 

Poley a 

Foley: 

H. l' . Jr: 

Sullivan : 

Foley a 

- 3 -

Mr, Secretary, I am going over at 3 : 00 o ' clock 
to see Sam Clark on that Perini and those other 
contractors up in Boston. 1'/e had a meeting 
this morning in John 1 s office , the Col'llll1ssioner 
and Elmer and h is =n Sullivan, Sullivan gave 
us a lone --

Just a minut e . Vmen does 
s top and Sullivan begin? 
ssme case? 

Perini start and 
Are they all the 

No , I am explaining that I act going over to 
Sam Clark's on another matter . 

Per1nH 

Yes . 

iobat is that trick they used to have , Peruna? 

Purina is wheat , isn't it? 

\'/ell , Sullivan has given us another memorandum 
now to substnntinte the application f or the 
order, It is a rehash of What they got 1n the 
letter that came 1n before and there 1s nothing 
1n there that I can u se very "ell. Suppose I 
give his letter to Elmer end this me:::orandum - -

~ose letter to Elmer? 

Sullivan's , 1n support of the petition, and 
this memoro.ndum to Sam Clark and say that thill 
is the additional :nnterinl "' e have go t ten from 
our agents a nd will they revie" it and see 
whether or not that cakes any difference. 

Fair enou&}l . llo•:, 1s Sullivan 1n town? 

Yes, sir. 

Would you, o:• whoever has time - I want to know 
why we can't proceed against Mr . Greenlee . 

Wel l , you don ' t need to talk to anybody about 
that . 

Keeler, too. 

12 
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JJ. M. Jr: 

Sullivan : 

Foley : 

H. M. Jr: 

Pol 'ly: 

H, U, Jr: 

Fol ey: 

!i. :.t . Jr: 

Sullivan: 

!'oley: 

H. Ll . Jr: 

Sullivan : 

H. t.• . Jr: 

Sullivan: 

H, M, Jr : 

Sullivan: 

B. M.Jr: 

Sullivan: 

tt . w. Jr: 

- 4 -

Tlhy not? 

o. K. 

Did you see the Clapper memo? 

No . V1hen was tba t? 

Today, in the News. Want it? 

No hurry. Have you got it in your hand? 

It is on my desk. 

\'/ell, I wlll get it , don't worry. 

It isn ' t that bad. 

It is a cruci fixion of Mr. ~cNutt . 

That is all r i ght, I will tell you something 
very interesting. I would l i ke to have a 
report from Helvering and you t"o gentlemen 
and Elmer Irey, unanimous , 1f possible, why 
we shouldn 1 t proceed against M.r . Greenlee and 

I will take care of that over the phone. I 
think they all a gree that we should go right 
ahead, don't you, Ed? 

Just to refresh my memory. As I reme:nber, what 
we found originally was that Greenlee had col­
lected so~ething like ~80,000 and had failed 
to report --

About $71, 000 of it. 

Isn ' t that a case? 

Sure, 

1'/hy not go ahead w1 th 1 t! 

We have that all along. 

I know we have, that is what s tarted the r.hole 
business. I told you t his four or f ive days 
ago. 

13 
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Kl otz : 

Foley : 

Klotz: 

Foley: 

Bell: 

H. ll .Jr: 

Foley: 

ll . M.Jr: 

Sullivan : 

H. t! .Jt• : 

- 5 -

Now, on tho thing about the persecution. Laet 
night we wore out at dinner and I happened to 
sit next to Mrs . McAllister. She is t he Chair­
man of Democratic \:'omen . A grand person . Do 
you know her? 

Yes. 

In tho Treasury here? 

No , Pomon' s Division of t he National Democratic 
Committee . 

Oh, I know who she is . 

She lives 1n Alexandria, doesn ' t she? 

Yes , 

I don 1 t know her very •;ell. She has asked me to 
go around a couple of times and I have never gone . 

Shs is a erand person. Her husband was there . 
He 18 a Federal judge . I said, "Mrs. McAllister , 
I want to aek you a question and you can either 
answer me - I want the strai8ht answer or none . 
01' the women that you have seen and the talk 
that you hear around, What is the talk about our 
persecuting Y.cNutt?" She said , -wr. Worgenthau, 
I haven't heal".i a word, " and I said, "''lba t about 
your women from Indiana?" She said , "They ~ere 
just in recently. I had a group who came in 
from Indiana and not one person menti oned it," 
She said , "I have never heard it mentioned. " 
She said, "llobody has told me or criti cized you 
or the Treasury and I have just recently seen a 
whole group of wanen fr-::>m Indiana." She said, 
"I get the stuff, don't you think I don ' t , be­
cause -- " and she started off with ~A and t he 
work, and so forth and so on, and she is getting 
all kind s of criticis~ on that. I thought that 
was interesting, oecauso she does get around, 
so I would like to start on Greenlee . ~bat is 
the other fellow? 

Keeler. You mean civil suit or criminal suit? 

~atevor tho crime is . I don ' t know. I would 
like to pr o ceed. I don't know whether it is 

14 
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Foley : 

H.M. Jr: 

Sullivan: 

H. IJ . J r : 

Foley: 

H. !J. Jr: 

Foley: 

H. M. Jr : 

Klo t z : 

- 6 -

a criminal or civil matter. 

Ci v1l , I think . 

V~atover it is , let ' s go to town . 

I will charge myself vtith that and report 
to you later in the afte1•noon. 

Tomorrow morning will be early enough. 

Look, can I co a fUrther step with Sac Cl ark 
lllld sa;v t hat ~;e want the doubt that they have 
1n thei r mind as to the granting of this order 
removed before v•e decide to go ahead and we 
are going to do it together? 

Check and doubl e check. 

o. K., and if they don ' t think it ought t o be 
done Md ther e is still doubt , then wo are not 
going to say they ought to do it . 

It is t ho old story . If you don 1 t v1an t to , I 
don ' t want t o. 

I neve~ heard that before . 

15 
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1'.t.JUPHfWIE OF TELE(HW( RECEIVED 

IRON: American Embaser, Berlin 

NO.: 63:5 

DATE: Karoh 1:51 19401 10 a.m. 

Ky 2+61, December 26, 10 a.m. 

1'he German press ie or1 t1oiz1ng as d1eorim1natory 

and injurioue to Germanr Rumania 1 s new toreign trade 

regulations notabl1 the recent decree that all toreign 

exchange der1 nd trom Rumanian exports shall be sold to 
I 

lG 

the National Bank vbioh will pay a tixed 1valuta prem1ua1 

ot 60 percent ot the ottioial rate ae compensation tor 

the higher rates which exporters heretotore realized b7 

the eale ot their exchange in the tree market. 

In i te March B ieeue the SUEDOST ECHO, a Vienna 

weeltlr deToted to Germanr• s eooncmic relatione with 

loutheaetern Europe, aeeerte that b7 th1e decree Rumania 

not onl7 oonTerte the concealed premium hitherto paid 

t or tree ourrenoiee into an open one but has g1Ten the 

pound and trano an eTen greater purchasing preeminence 

in llumania vbich will make British 1nu1eanoe purchaeee 1 

oheaper. The SUEDOST ECHO pointe out that the queetion 

ot tix1ng the reichsmark.-leu exchange rate will again 

become aoute. It will be recalled that on December 21, 

19~, Rumania agreed to ra1ee the selling rate tor 

rei ohPial'k.e 
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reichsmarka in ths Garman- Rumanian clearing trom 40 . 50 

to 49. 0 leu although as reported at the time t he German 

Government demanded a greater increase . 

The SUEDOST ECEO also criticizes the fixation ot 

minimum prices tor Rumanian exports ot certain agricul­

tural products to Germany as harmtul to Rumanian sales 

to Germany since the Rumanian authorities retuse to grant 

export licenses tor German purchases made at prices below 

those tixed by the Government and points out that the 

minimum prices introduced January last have not been 

published. In its complaint ot the d1scr1m1natory 

ettect ot the new Rumanian minimum price and exchange 

regulations the SUEDOST ECHO claims that Rumanian expor­

ters are allowed to sell a carload ot oil cake to Denmark 

t or $288 whereas Germany must pay 1418 marks per oar 

equivalent at the otticial German rate ot exchange to 

$692. 

It wae pointed out at the Rumanian Legation that 

t hese complaints were made by Germany immediately pre­

ceding the announcement ot t he quarterly periodical 

negotiations tor vhich proVision ie made in the Rumanian 

Trade Agreement. They deny that there is any diaorimina­

tion against Germany and assert that the actual purchaling­

power parity ot the mark is closely measured by the new 

exchange 
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exchange and (?) price regulations. It vas etated that 

the nominal gold parity ot the mark does not concern 

Rumania; all Rumania is interested in is the amount ot 

products that oan be bought Y1th a 11ark in Germany. It 

vas stated that by means ot the present regulations the 

relative purchasing power ot the mark, the dollar, the 

pound and the trano are exactly expressed. However, it 

was indicated that in the negotiations i n Berlin some 

conceae1on to the German viewpoint might be made by the 

Government ot Rumania t or reasons ot poll tical concilia­

tion and Rumania1 s need ot certain k1nd.s ot armaments, 

particularly artillery, wb1oh cannot be bought to advan­

tage in England and France. 

Please inform Treasury. I have repeated this 

message to Bucharest. 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

lo!arch 13, 1940. 

IIEMORAN!Jiill FOR THE SECRETARI' 

Dr. Joao .lntooio de Bianchi, lli.nister from Portuga1, 
called this afternoon conce~ the purchase 1n this countr)' 
o! certain heavy ordnance tor coast de!'ense purposes, as 1f811 
as s~ anti-aircratt gtmS, anti-tank guns and machine guns. 

Aft,er discu:~sing the matter at length he stated that 
be was going to recoamerd to his Ooverment that an Army 
adaeion, empowered to disCUlls their proposed program, as well 
as to give details o!' types and deliveries wanted, be sent to 
this oount17. 

He i'urther stated that be had diacuaaed this que5tion 
intorm&J.:cy with Colonel llaclolorland o!' the Clearance Caaaittae 
o!' the lluniti<llls Board, at llbose suggestion he called upon •. 
He alao said that be waa sending a Mmarard11111 to aoe 'IIIU.cb would 
gin, in as lllllCb detail as he could get, their expected require­
•nts. When tbia ~andua is receind it will be hancllecl at 
a routine -ting ot the President's Liaiaon Cc:aUttee. 

eident•s Liaison Camittee. 
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'WP!!I!II rsa m IF!!!*R 

Dr. Joao !nt.Wlio da Bianchi, lfi.Dister tto;o l'ort.u~:al, 

c• ll eel th1a att.eroooD cooca~ t ha purchaee i.D thia co\IJltt)' 

ot cartaio hN'f7 or¢ouca tor coast dafenN purpoHa, u ..U 

u ac.e 1111t1-eiroratt. iU8, .. u-t.c~r a- aod -="""' poa. 

J.tter ditcWiaiiiC ~· -tt.er at leo_~ be st.at.ed that 

ba na coillc \o 1 1 c ,. \o hill ao-n-ot that an .1.nv 
aiaa:l.cc, ..; H4 t o diKUa their propoMd Pf'ICJ"Mo u ..U 

u to gift det&U. of t;rpaa u4 4eliftriea -ted, be .- \o 

Wa c<llllltz7. 

a. t~rU>ar naw that be lle4 41-..-l We ~-
111tON&ll,r with Col~ lladol'laDil of the Claan:ace c-s.t-.e 
of tba IIID1U.a Jlouod, at._ -aest10D be oeJled vpca •· 

Be aho aa1cl Ulat be -.. 1 "• a ~ to • *1ell ..U 
11 ..... 1a .. .-a ..w..l ..... ..w pt., t.be1r .....-.. nqa,..... 
.... -- tlda .... 1• NOallwd it will be b_., ... &\ 

a I"'Olt1JJa ..t1J11 of tile Pred'art•a L1&1- c-it'-• 

RIC:GE 
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Sccrct~ry of St~tE , 

Yl:~shington . 

635 , L~rch 13 . 

PLAIN 

London 

Dc.ttd H-.rch 13 , 1940 

it~c 1 tl 12: 50 ., .m. 

FOil TlEt.SURY FiiOtl BUTTE .ttQ ,tT, .. 

21 

1. All 3ritish security t;~-:.rltcts wert 11t;;.J~ totl::::f on 

the nEws c.f the ;tusoo- Finnish _>tree tEJns , thE concluoion 

of 1vhic:• the city not only intE1•prets as ::.n A.nclo-French 

reversE but ~lso o.n indico.tion th. t the .contiguous ncutr~la 

fE~r Gcrmcny more then thEY r"s.>tct thE JOttnti~~ m1vtt 

of ::ngl:.nd ~nd Fr::ncr . It rcn-.ins to bE seen wh:~t effect 

this situ..tion h-.d en thE new thrEE !)Er cent \7:tr lo:-.n, thE 

liso of whic!'l closEd tonight . 

2 . ThE Ch ~ncEllor of thE E;.chcquEr movEd c. vote of 

crEJit in t bc P.oust of Commons thi~ r. ftcrnoon for poun4s 

700 utilll.on t01"1-:.rds rneEhn;; w:.r EX)mdi turE in t!lc coming 

f1sccl yc::r . 

This ~ethod of ~uthor1z1nu eK.•tnditurc is ~doptcd 

bcc::u~c in _,l:~ct or thE usunl dt t::ilE.;< fi:;htin(; ae rv1ces ' 

cstirn tts cnly tolttn vot to -.rc ncr: prtsmto:d, neither 

tot •. ls nor dct::ils bting 3ivcn for .mr pos ts of secrecy . 

This is the second vote of crtdi t since thE 1·r.r btc-n, thE 

fi r st 
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- 2- ,i635 , !lcrch 13 , from London. 

firct in Stptcmber beinG for pounds 500 million and Simon 

indic-:: tcd th::t up to H--.rch 9 thE :'.mount ,·;h1ch had been 

spent frO'll this authori zation w •. s .. bout pounds 300 million 

::nd tlr. t by the end of thE fisc::ll year (.\pril 4} 11 'lbtrt 

would ,>rob::".>ly be short spending of somcthi~ bctvtEEn 

pounds 70 million and pounds 100 million out of the pounds 

500 million previously authorized. 

KENNEDY 

i>lcL 
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PROCUREMENT DIVISION 7 TREASURY DEPARTMENT 

WASHINGTON 

)lU'Cb 13, 19~. 

Con!erence was held with the President this morning at which were present the 
Secretary or the TreaauryJ the Secretary of W&rJ and the Secretary of the Na'YY'J 
the Assistant Secl'Citary of the Na'YY'J the Assistant Secretary of WarJ General 
Arnold• Chief of Air Corps, Al'll\YJ A&liral Towers, Chief of Bureau of Aeronautics, 
Na"VY Depe.rtmentJ J.dmiral Spear, Chief of Bureau of SUpplies and Accounts, Na"Y 
DepartalentJ and the Director of ProcUl"eeDD!Dt. 

'!tie President expreaaed hie coccem oftr the stories that are creepin& into the 
preu, particular~ those which indicated a diaagz~nt aa betwen de~ts 
of the Goverrment, and in definite tema stated that it IIWit be stopped. Be 
even ,..nt ao far aa to indicate punitift action in the event that there as 
not an 1•n•!i•te discontinuance of such nnapaper publicity. Genel"lll. Arnold 
pointed out that he had been llliaquoted and atatsd that he did not sq the th1n&e 
before the Bouse W.Utary Affaire ca.ittee attributed to him. The President 
then gaft him some advice aa to the manner in which certain types of questions 
propounded by members of the Committee should be answered. 

Assistant Secretary cL War Jobneon requested of the President that he be pel'-
111tted to relie'98 the Quartenaater GenereJ. aa a llll!lllbex of the President•• 
L1&1aon ~ttee. 1hia question wa.s discussed. Secretary Johnson atro~ 
recoa.nded the appointment of Colonel Burna of hie office in place of o-ral 
Gregory. '!be President pointed out, as he baa done before, the purpoaee fo.r 
which the Liaison c-aittee 1IU created and stated that the fact that the Qua%'­
ten.aeter General of the Arrq ~ not have a technical knowledge of aeronautics 
did not pl'Ciclude his aV111Hng lrlmaelf of 1111ch knowledge on the subject aa exiate 
in the war Department. '!he President f~ concluded that Colonel Burne could 
act as liaison officer as be~n the Liaison Committee and Secretary Johnson's 
office. 

The Secretary of the Treasury pointed out that the Liaison Coomdttee would 
abo~ receive :f'rcn the Angl~"'rench Purchaain& Board a request tor airplanes 
and aviation equi~nt. It was indicated that repreaentativee of the Bureau of 
J.eronautice of the Na"'7 Department and of the .ur Corpe of the A:rq would be 
invited to be present when such •~•tin& to diseuse these requirelllents is held. 

The meetin& adjourned with further admo.nitiona on the part of the President as 
to the ll8JUMir in which questions should be answered which .... re not definite in 
their nature. 
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IlUriJl8 the co'IU'IMI ot the aon.hnnoe Secret&J7 Woodring presented to the 
President a letter writteD br llr. Barter, Oor>cneaan bl:a Clli.o, 'lhioh the 
Preddent read aDd 1tated that he OODiidiU'ed it enti.rel;y too pD81'Slineotar 
ae the intoraation reque1ted ._. CODCIII'IIed, and he eugpeted tbat the Secret&J7 
ot W&r'• repl;y thu•to be dr&tted acoord'ns'7• 

lleeting adjourned at l2a10. 
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.. . ... . .;r : 
Arthur 
Pm·vtn : 

? : 

~ . ,. .Jr: 

P: 

P: 

P: 

! • • " . .. Tr: 

" ' 
... . .. . . Jr: 

;> : 

~ . 

., , 
• • 

.. . , . . Jr : 

P: 

"~>llo . 

"cllo . 

·•ella . '!P11.o "r . Srorrt,.r:v. 

Vf'S . 

2 ~ 
" t>roh 1'1 , 114o. 
1. : 1'1 ") . "1 . 

: t!'lo••.,....,t 1t ~t.-'1t o.,e-rr vo" u'l P little bit to ltno~>· 
ebout t'•e bl' ttle o" l:aa·,~n-t~n •>:e l os t tl<en1 -ro·1r 
'":OU!'r . 

' 'el1 t• -ot "O b~d , thU'• sr-botn::-e I had t o ~o to the 
"'res• dent . 

Yes . 

lnd he ,.,.ve "'E' t~·11 nnr n hrlf hours on the - Juat 
t'"'e cueat i on of 'lll'nPs yesterday. 

And :oesul t ., ..... to"' ·he -eet•n- ;1es ,..,,_d t'·1c "'ornin.­
' n his o"•ic" , !'cc:-rtar\' o f liar, Al'a1eto"lt Sec::oetr:-v 
ot' ·.:ar , Sec- ~"'r" "~ ""VY -nd Aas1atrnt Secretnry. 

Am' I think for t l'lc next counle wee1ts 1 t ' ll be I' 
little easier . 

( l P.\ll"h8) 
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But it ,..ot to P ))Oint \'here' I e>:;>lalned to h1"l thl't 
"'Y us!'"u1nrss \·t!'s be1n,. ru1nt"d by t h is enbota ::>'e . 

Yes . 

And hf' -ot va ry "lllOh !'XO' tf'd II bout it Pnd ')Ut thf" 
whole ' 'hi-e House bee'' o., 1 t . 

''PB • 

So I t h 1nk the a~os:>h"l'" u11.1 be cle,.r. 

It \-11\0 VPry deU,..!'>t:f'ul . 

- Senator "Rnrl•lC'y t'ldny , I r aw hlo this norn1n,. , 
the Do•1oor~>tie l eader in tho uonre o f Senate. 

And ynn '"lay hPve sean, Ar.r1r~r.~t SeorPtr:-y Joh!'eon 
~.,ve c•t l tl' a str·e.,en- o•1t t"' n -ornl .... - . 

vas. 

YPS . 

I 1 1, l o"'' for that . 

So - llay1n- it t:a.s A1lier d1d not 1nterfPre ~·ttl"' 
thP ~1oe or de l iv!'r1rr . 

Oh CI'OOd. 

And ' 'r. 'lr>r't1 ey said tho aA,o thin- e.n<l "r. Stl'"'"hen 
':arly Bl\id the S I'"!S t),l.n"" . 

Oh th~t ' s Vf"ry good . 

So t}'ey hpve all co1.1ed CenerP1 Arnold 11 llnr in 
tr~ee dtffl'rent ways . 

So I think it'll be e ltt•le essi~>r. 

Oh I'n del1.,.hted to herr thAt . Capta1n Collins 1-)pe 
auR'~>"aG ted t hr>t ~~e should null'trel't tte wou1.d hPVE' on 
opportyntty of nee tlntr t he sir re?resentl'tive n o~ 
the Artrty tlnd tfnvy and so on. \le 're arrant-l ntT to 
do thAt tomorro~: aft ernoon . 
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T t ., PK!'ul'.v obli·('d . "h,.n't vou . Gooc'! n1~'!t . 

, 
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PRCII t 

llarob 15. 19l0 

'lbe A"''iation euboQeittee o~ tbe Houee li1Utaey Atfaira COllllllittee 

decided to~ to aek S.Oret&J7 'll'oocl.rin& to appear be~ore 1 te melllbere at 

lOtSO o•oloolc tamorrow (fbura~) aornlD& to diaouaa the release tor 

export ot the P-60 airplane and &Deralq to co into the War Department 

polloy 1d.tb reapeot to export ot airoraft and all auniticaa. General 

llaraball &lid General AJ'DOld ~ be in"''i ted later. It -• apperetrl; fretA 

the diaouaaiona tbat the euboaamittee beliena that the Air Corps erred 

in ita ori&in&l appropriation• for planea and that auoh a mistake aooounta 

fl>r General ArDold'a r.qu .. t ~or auppleental tlulda at thia time r ather 

than uq added ooat taotora. fhe aubco.aittee ae•ed 1ndii'teront t o t he 

ooat ot ailltaey plane• ~or thia Go....--.nt but •• aotinitoly ourioua 

about uq po .. ibilltiea that Allerican milit ary -pone aight be t oo ree.di ly 

aaoritioed to toreip -uon .. 

29 
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Vaahi~n. 

J4, l'.a.reh 13, noon. 

Lega tion' • 25, !'ebruaey 26, 5 p . m. 

OBAI 

OSUl 

Dated March 13, 194o 

Rec 1d 4 p .m. 

20 

In connection with t he pe.Jmen h e.greemen t concluded be tween Nerve.)' Md Encland 

the recent t r ade ncreement Nor gea Bank announced en March 12 "in order 

ineure under eziating c ondi tione that all p871D8nt a to Ne rve.)' trom the Britiah 

(except Cannda, Nevtonndland , and Hong Xonc) aa well aa areaa under Britiah 

lll:!llll.ll•"" liQpt, Britiah :IQPtian Sudan, and Iraq in connection rlth trade, freight, 

co==iaaiona, traTelllng expenses, et cetera, aa well aa certain t1nanc1l!.l 

o~J.ga.n•ono will be employed t o liquidate similar Norwegian oblige.tiona within the 

h Gil,e, the tolloving agreement baa been ranched: EtteotiTe on l'.areh 18, l94o all 

ID~<r:atonta o! the classea aboTe mentioned in pounda will be t:ade in the torm ot 

apeclal pound. a' throuD> 1 ll!)eCial accounta 1 vhleh Jlorvepan banks will open v i th 

connectlona in London. Private persona and !irma rlll no t be allowed to have 

PII11D<In1~a dua to them trom t he llllpira credited to t heir ovn accounh in England but 

they vill recein aueh p&11Denh through thel.r Norveglnn bllll.k1ng concern. 

PaJmenta ot debta expreaaed in kroner will be ma.da in kroner. 

19pecial pounda* muat be u aed onl;r tor ~enta in pounda v i thin the Bri tiah 

~ire (aa apecifl ed abon) and the7 cannot be uaed tor other purpoaea. Accordinglr 

the;y 1DB7 no t be purchaaed on the l nternationa.l torelp e:rchange marlte\. 

Oooda i111p0rted into llorv117 !rom the Bri tiah Jlmpire through a third country IDilat 

pAid tor v l th 1 apecla.l pounda 1 • 'l!bese 1apeclal pounda 1 can be made aTdlabla to 

the creditor 1n the third country onl;r upon hie written declaration that the I apecial 

:;>oun4s1 will be ueed onl.;y tor ~nta vithill the Br1t1ah :bpire.• llttectin oa 
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Mereh 18 , 194o the o!ticiall:r qu.oted. pounds rata on the Oalo excban&e will refer 

only to •apec1al pound•" and both buTing ADd aelling retea will be qu.otad.. 
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PAJW'HRASE or TELEGR.AM REOJ:IVED 

rROH: .Uaerioan llllbaae:r, Par111 

10.: 336 

DA'l'i: llaroh 13, 1940, 7 p.a. 

'1'h1a morning I had a oall trom Royall T:rler, 

who mentioned 1ourioue exchange development•• Yhloh 

haTe reoentl:r taken place in Ital:r. He ea1d that not 

long ago Italian banlte in Leghorn, ll1lan and norenoe 

Yhloh are authorized to deal in tore1gn exchange 'let 

it be lmovn • that the;r would bu;r dollar oheclte at a 

•negotiated' rate. He aa1d he knew pereonall7 ot oaaea 

where, aa a reault ot th1e praotioe, dollar oheoka were 

eold to Italian bank• at a rate ot ~. 150 lire to the 

dollar Yhll.e the ott1oial rate waa 19.90 to the dollar; 

aTen tor aaounte under $1,000 he had heard ot ratea up 

to liO lire to the dollar. One ot the banks in queat1on 

gaTe h1a an explanation to the etteot that tor the aoaent 

Italian iaportera needed dollar exchange and that thh 

wae onl.7 a t•porary procedure and woul.d 1n all prob.,. 

b1li t;r be oanoeled betore long. ( f;rler a&td that the 

••• •negotiation• 1 Y1 th reepeot to rate were alao liP plied 

to aterling, lhr1u tranoa and preaUII&bl:r to other olll"­

renoiee.) f;rler added that Italian exporter• continue 

under ~ obligation ot ueing the ottioial rate tor 

turning 
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over their forei gn exchange. Therefore for dollars 

importers must pay 43 lire plus, and eX9ortere receive 

33 

tor thee but 19 . 80, which is considerable annoyance to 

both . Tyler believes that exporters will prefer to wait 

i n the hope that later on they will get a better rate, 

rather t han submit to being •mulcted• as at present. 

This situation Tyler thinks mus t 1nd1cate that tor the 

present at least I t aly needs foreign e xchange more urgently 

t han is believed generally. The practice of negotiated 

r ates, he remarked, is indul'ged in only in t .he three cities 

mentioned above and not in Rome - seeming to i ndicate that 

t here is a wish to keep the matter as quiet as possible; 

in this connection he said it was his impression that 

those who came in recently with the changing of the guard 

in Italy were not as efficient as t heir predecessors in 

the handling of affairs . Ins tances had come to hie atten­

tion of Italian importers having to pay substantial 

"baksheesh• in order to get import licensee - 11bakeheeeh 11 

to the amount or 100 percent of the value of h1e cotton had 

to be pa1d by one cotton 1mp,rter. He understood that 

under Guarneri such practices had not been tolerated. 

The recent financial negotiations be~:een Germany and 

Italy were also discussed by Tyler. Originally Italy 

had made an offer or 4 billion lire as the value ot the 

property 
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p roperty of those l iving in Altoadige who had opted for 

German residence, and a val ue ot 16 billion lire had 

been plaoed on the property by Germany; a figure ot 

34 

8 billion l ire was finally settled on. However, Germany 

i nsisted that the clearing rate between Germany and Italy 
be revised trom 8 l/2 lire per merk to 4 lire. Tyler 

remarked that this move, on t he heels of pressure by 
Germany on Hungary in the opposite dir ection (to increase 

the mark premium) - reference, telegram of January 25, 

llo. 124 trom the Embassy - had caused some amusement among 
the msgyars. The latter, he said, were perfectly confident 
t hat the old lira- mark r ate would be reverted to as soon 

as the Germp.ns had liquidated this lire credit. 

The tollo~r1ng may be ot interest as an illustration 

of the distance France has gone since the Popular Front 

days, and also as an illustration ot the growing objections 
in certain quarters to the limite placed both on wages ~nd 
on industrial profits. Lest Thursday in the Senate 
M. Francoie de liendel, who of course represents one ot 

the most po~rertul gr oupe i n heavy i ndustry in France, 

demanded encouragement tor lagging national produotion in 
France t hrough a relaxat ion of t he limit on profits and 

also insisting that there be eliminated the present rule 
that overtime pay tor labor must be at a rate 40 percent 

under 
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under normal rates - the said 40 percent i s taken by the 

Goverru:ent. H. de ilend.el said t hat bot h f ac t ors have a 

t endency to reduce needed •personal incentive" - or profit 

motive - for increasing t he output. The Soci alis t leader, 

Spi nasse - l>1ho in 1938 was Budget llinister under Blum -

had an article in LE POPULAIRE, the Sociali st paper , 1n 

llhich he compl etely endorsed t he views or de Hendel regar di ng 

t he raising of the limits on profit. He asserted t hat 

the community' s real inter est is More in reducing costs 

of ? roduction than in limitation of sales prices , pdd1ng 

that this necessarily implies considerable invest~ent 

in technical and operations r esearch, i n material, and 

in plant equipment, and t hat therefore hi gher profit margins 

are necessary. Such views would never have been publi shed 

by the POPULAIRE as recently ~e e year ago, and Sp1nasse 

\·lould p r esumably have been read out of the Scci ali st Part y 

if he had publicly expres sed such views . 

Ardant, the Societ e General's Managing Director had 

lunch with me at my house t oday, end I br oached t he above 

sub ject to h im. He remarked t hat consi der ation was being 

given to this whole question of per mitting larger profits , 

saying that it was strongly favored by the Armam~t '1-11n1stsr. 

Se said t hat there was less enthusiasm tor 1t on the part 

of t he High Comniseionnr of National Economy, but t hat 

Daladier 
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Dal.adier 'l'rould now have to decide the question. He 

smiled and said that no strong vie,re on the subject are 

being put forth by the Finance !Unister. I gathered that 

Ardant ~self thinks there is too severe a limitation 

on profits, which limitation is in tact acting ae a brake 

on industrhl output. He thinks that wages are high 

enough in armament and related industries, sinoe these 

industries work up to 60 hours a week; however, he does 

not think they are high enough 1n other industries having 

a lOlier operating schedule, auoh ae certain textiles, 

particularly woolen, where mille nre operating only 32 

houre. Of course , m said that frequently French employers 

and employees syndicates are 1n tull accord on raising 

prices in the hope that they will reap greater profits 

and higher wages, respectively, at the public 1 s expense­

in particular he mentioned the ooal industry as being 

guilty in this regard. 

Ardant does not think France 'nll be able to keep 

wages down much longer, in the taos ot a 15 p ercent increase 

1n the ooet ot living, although 1t is hie opinion that 

the Government has been well- advised and done •an excellent 

':art1me Job • so tar. He added that it the white war ( mil1 tary 

inactivity) should continue tor three months more it will 

not 
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not be possible to prevent an important wage inorease. 

Ardant is of couree in an excellent position to take the 

pulse of popular feeling in view of the numerous contaots 

ot the Sooiete Generals in the provinces; he feels t hat 

the weakening will to saorifice would be stimula ted by 

a military offensive somewhere . The recent restrictive 

measures he t ully endorsed as a beginning, but it is hie 

opinion that inevitably they must become stronger and 

reCrets that they were not taken betore . 

3 ! 

Ardant called attention to the drop in the tranc rate 

on t he free market in New York yesterday, attributing 

it mainly to the loss ot certain sources of demand tor 

s terling in view of the new British exchange measurea 

;mich require foreign c urrency delivery for exports ot 

certain specified comood1tiee. He remarked incidentally 

that during the l ast tew days, tor reasons he did not know, 

t he day to day money in Paris has become slightly tighter. 

Subscriptions to armament bonds, Ardant finds , are 

coming in at an •excellent rate" . He thus confirmed the 

information •~h1ch Couve de Murville and other French 

officials and American banking sources had given me . 

It is not a t all urgent, be eaid, that a French long term 

loan be floated, t hat t he matter is oainly one of timing -

deciding, from the tecl:ln1cal market end ps:ychological pointe 

ot 
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of view, when is the best moment for putting it over. 

The Government has not yet reached any dscision on t his. 

Ardant seemed to be pleased at the complete laok of 

difficulties or delays the Societe Generals had encountered 

in establishing its agency in New York, as contrasted with 

their similar move in Argentina. He remarked that they 

intended to go very slowly as a matter of policy so they 

~rould not get on anyone ' s toes. He understood confiden­

tially that on the contrary the Swiss Bank Corporation had 

been rather brusque in its met hode with a certain unfavorable 

effect. 

END SECTIONS ONE TO TWELVE, INCLUSIVE. 

lo!URPHY. 

EA:LW 
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P.AllAPHRASE OF SECTIONS 'l'HIRTEEN AND 
FOURTEEN OF TJ:LE<JIW( NO. :536 J'ROK 
PARIS, H.ARCE 13, 1940 . 

Ruett also had lunch with me. With reference to 

the amount ot gold which vas recently turned over to 

the stabilization tund by the Bank ot France , he 

rec.arked that there had been lengthy arguments back 

and forth between those vno vera ot the opinion that 

larger amounts could better be transferred at this 

time Y1 thout bringing about a ripple ot aJlXiety and those vno 

were ot the opinion that public confidence in French 

currency was dependent on the size ot the Bank ot 

France's gold reserves and that tor that reason no 

greater cessi on should be made at this time. He him-

self, Ruett said, had been etrongly in tavor ot maldng 

a larger transfer. (Thus his opinion is contrary to 

Governor Fournier' •• Reference is made to the last 

paragrap.h ot ay no . 320 ot March 10, noon. ) 

Reference ie made to my telegram no . 301 ot Karch 

7, 6 p. m. Vith regard to t he f orthcoming meaeures wh1oh 

are designed to i ncrease the use in France ot the check 

tor making payments, both Ruett and Ardant seemed to be 

ot t he opinion that there might be some good resulte but 

they were not very optim1etio that theee measures would 

greatly i ncrease t he volume ot bank deposits. 

This 
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This ll.lrn1ng' e AGENCY EOONOMIQUE ET FINANOIERJ: 

reports that Re7naud has submitted a bill granting the 

necessarr authorizations to cont•aot national defense 

~pend1turee tor the second quarter ot 1940 and the 

opening ot the necenarr tinanoial credits (eee 117 

telegram 3066, December~. 6 p.m.). 
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RFP 

SEorEt~ry of Stat£ 

Washington 

GRAY 

Parle 

DatEd ~crch 13, 1940 

Rto 1d 7:17 plm. 

335 , Uarch 13, 7 p. m. (SECTION FIFTEEN) . 

ThE bill carr1£e thE prEvious provision that thE 

SinistEr of Finane£ bE nuthor1zEd to covEr such £XpEnd1~ 

turEs through thE flotation of short-tErm sEcuritiEs 

cr TrEasury loans . 

ThE sEcuritiEs markEt aftEr firmnEss during 

thE prEvious two sEssions turnEd wEakEr today with 

thE EXcEption naturally of Scandinavian issuEs which 

advancEd on thE nEWs of thE Finnish-Russian agrEEmEnt 

(which agrEemEnt is of coursE viEWEd hEr£ with d££P 

rEgrEt) changES in rEnt£ iSSUES VIEr£ small Vtith 

mixEd advancEs and dEclinEs thE 1937 dollar Exchange 

guarantEE isSUE advancEd 85 cEntimEs . 

( OID MESSAGE). 

MURPHY 
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JR 

Secrctcry of Stote , 

~\'"".shington • 

63·:l , Hcrch 13 , G ,> .m. 

1\y 1!25 , Februt\ry 7 , noon. 

TlC:AS'GilY Fll.;K li£.\T.l . 

GAAY 

Berlin 

Doted March 13, 1940 

Rcc ' d 7:32 J).m. 

1ith the l)U">licotio::t of tl'lE ::rteU.'lt of long term bonds 

which tt.£ govern:ent .>riv·.tcly issues to s~wings 

institutions :lnd insurc.nct comp::-.nics sold C:uring November; 

co.n.>letc figures for the incrEe.se of thE disclosed 

dt;.> t of th<: Reich Juring llovmbEr 1939 ore not·t c.vn1l:-.blc . 

The Reich borrowcJ 1 1 548, 000, 000 m:rks on short term 

~nd ~81 ,000 , 000 m:ai:s on mcdiun :.n<.. long tc ro durin3 

November m~cing :-. totol of 2 , 030 , 000 , 000 mLrks (some 

453, 000 , 0CO m~.rl:s ltsa thon in October) . The r.bovc 

figures concern cnly 11Jisclostd borrowing" r.nd docs not 

include issu~cE of :.my promissory notes , ct cctcrc . 

Y..I!K 
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TREAS URY DEPARTMENT 

INTER..OFFlCE COMMUNICATION 

D A Ta !!arch lJ ' 194o 

TD Secret ary l'.orgenthau 

I'AD"' l:r . CochrM 

The reported turnover in sterling trnneactiona was about tho eama na yeater­
d~· but the volume vee more evenly divided between purchases and anles . Prior to 
the opening here , aterlint: fell !roc (. · 7S-3/16 to 3. 75- l/2 in Amsterdam. The 
initial ~notation in New Yor k was 3 . 71 and within on hour , eterlin£ hcd drop~ad 
to 3 . 71 . Durin thio per iod, there were heaTY offerings of sterling with no in­
terea t abowing on the buying aide. Shor tly t hereafter , ao~e deaend devela,e6 and 
the rate recovered to 3· 74-3/8 b)' "bout noontia:e . It then ooved in e narrow r~ 
until 1~.te in th., afternoon . A fir er tendency eubae<:,uently oppeP.red and ater ling 
roae to 3· 77- 1/8, the high in liev York. It finally eased to close nt 3. 75-3/4. 

Sale• of apot aterl1J14 by t he six reporting banks totaled 1<955,000, froc the 
following aourcea : 

:By eo-:mtercie.l concerns ••••••••.•••..... . .... . ••....••• • • 1. 280,000 
By foreign banks (South Amorioa , Europe , and Far East) •• ~ 675 ,000 

Total • .••. ~ 955 ,000 

Purcboaee of apot sterling amounted to ~800 , 000 , as indicated below: 

Bv coc:nercial concer ns .. ,,., .......... . .. ................ ~ 452 ,000 
By f oreign banks (Europe , Jqr ~~•t and South Ameri ce.) •••• t 345,000 

Total , •••• ~ 800,000 

Zhe f ollowill& r e:;>ortin.;: bcnka aold cotton billa totaling 1.28,000 to the Br ithh 
Control on the basia of the o!ficial r to o~ 4 .02- 1/2: 

t 17, 000 b7 the :Blink of . .anhatten 
4 ,000 by the Ouaunty :'rue t Co. 
4, 000 b7 tho :lational City Bank 
3, 000 b)" t he Irving ~at Co. 

~ 28, 000 1'otal 

The rate for the French franc followed tho course of sterling. After !allin& 
a low of . 0210-1/2 in the mid- morning , it recovered to close at .0213- 1/2. 

A alight improvement wee r egistered in tho quotation for the Cenadi~n dollar 
but it waa reported thrt little busineea waa done in that currency. It cloeod nt 
e diocount or 17-3/~. 

l'he ratea for the guilder and the belga a .Dwed e week t endency around our 
o,ening , being quoted a t . 5310-1/2 and .1693 r eapectively. So::Ie i ;:prove=ent took 
-place during the dsy, bovever, and the cloling ratee for these unite wore • 5312 and 
. 1695. The SWi11 franc eoved off aligh tly t~ cloee a t .2241. 

c o IDENTIA L 
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Ve aold the follovi~~& aiiiOUllta o! gold to be lldd.ed to t he earJnUked accounta of 
tho b&llka indicated: 

$3,000,000 to the :Bank of t he Uru&Uay&n Republic 
800,000 to t he Central :Sank of t he Argentine Republic 

$3,800,000 Total 

We pur cbtlaed $350,000 in cold fro::> the earmarked account of the llenlc of t he 
CollOCDUID Republic , 

'l'he l'ederal Re•erve llaDlt of l>ev Yo.r lc reported t he following abipaenta of 

. 257,000 from ~land, ahipped b)" the :Sank of Engl&nd to the Federal Reurve :Sank 
of llev York for account of the Svi .. ll'ational :Sank. 

2,065,000 from England, shipped b)" t he :Sank of England to the Feeeral R8 aerve :Sank 
of ltev York tor account of the :Sank of Portu£8). . 

139,000 from Caned&, ahip!led b)" :S~~rclays :Sank, ll.ontreal , t o the O..arancy Tru.a t 
f,...,.,.,..,.....,= Co., l>ev York, tor account of the .&:laterd.Amache :Sell!<, Amaterda:o. 

~otal 

diapoaition of the two abipcrnta fro~ England 1a unXIlovn at ~e preaent time 
the Cane41en shipcent vill be aold t o the U. s . Aaaa,y Office a t !rev Yor k . 

The State Department forwarded to us a cable atating that the folloving gold 
ehJ.pl>enta were b eing sent from England: 

562, 000 abipped b)" the Nnt1onal Cit)" :Sank, London, to ita bead office at nev 
York. 

234,000 ahip:led by the Swiu :Sank Corporation, London , to the Ouarant)" Truat 
Co. , t'ev Yor k. 

226,000 abip:~ed b)' tho l'.idl&Dd :San.l<, London, to the Bankers inlet Coopan)", liev 

-.-=,.....,= York. 
Total 

shipments will be aold t o the U. S. Aaaay Office at l>ev York. 

On the r eport of Harcb 6 recoived from t he Federal Reserve :Sank of Nev York giv­
the forei gn exchange poaitiona of banks and banker• 1n its district, the total 
tlon of all currenciee wae ahcrt t he equivalent of ~0.5E6 ,000, a dacrenae of 
,000 in the shcr t pod tion. '1'he net cban;;ea in the pod tiona are u follova: 

OOtlll'IRY 
fncl·nd 
Europe 
Canl!da 
Ltltin America 
Jfll)on 
Other Ada 
.111 Othero 

Total 

S!ilRT POS I'l'I 0!1 
FZI!!ttw!Y 28 
$ 9 ,919 ,000 

6,56o,ooo • 
68 ,000 

579 .000 
2. 735 .000 

SliQl!'] POSI'l':Oll 
¥.ARea 6 

DECl!ZAS:;; IN 
SRORT POSI'l'I O!r 

$ 1110, 000 Oncraue) 
h24,oco 
437,000 
120,000 (Iucreeaa) 
157,000 (Increaaa) 
121,000 ( Increaae) l ,o65 ,000 

1 ,000 (Long) 

$10,059 ,000 
6,136,000 

369 ,000 (Lons) 
699,000 

2 ,892,000 
1,186,000 

37 ,000 (Long) 36,000 ( Incrasae in 
Lon& Poll tion) 

$ 353.000 $20,925,000 

CONFIDENTIAL 
Regraded Uclassified



- 3-

The quotation ! or ailv~r in ~ombe7 worked out t o the equiTBlent o! 4o . 67~ . 

o!! l/8~. 

I n London, the ? ricea fixed !or spot and !orword ailver were both 20-5/8d, ott 
J/l6d. The u. s. eC'Uhalenta were 35.06; and 34.8U resp ectively. Selliog o! new 
production ailver continued to dominate the r.arket and Indian intereah were r6-
~orted aa buyers. 

~ and !!arran' a and the 'l'renSU1'71 • pricea ! or f oreign aUver were unchenged 
at 34-J/4~ and 35¢ re~ctivelf, 

We c:ade three purehaau or aUver t otaliog 6oo,OOO ounces under the Silver 
Purchllae Act . 0! thh amount, 350,000 ouneea r epreaented a sale !rom inventoey 
and the remaining 250,000 ounoea consisted o! new production !rom foreign 
countriea, !or forward deliveey. 

CO NFIDENTIAL 

' 
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TREASURY D EPARTMENT 

INTER-OFFICE COMMUNICATION 

TO Seor etar,r Y.orgenthau 

FROM Y.r - Cochran 

CONFIDENTIAL 
The reported vo1ur.~e of st erlina tranaact1ona today r each.ecl. the highoat 

!16\U'• r ecorded t his :rear. The feature in the turnover figure• vaa the crent 
incrMee in foreign bank order• to eell at erl1ng, vhich vera approxilMtel7 
double tho" of yesterday. The de:lllUid tor eterling vas cons1derabl7 r educed, 
v1th the reeult t hnt t he sterling r ote llil&in vaa veak. Before t he openi"4 i n 
»av York , eterli ng declined ~17 in Ameterdam fro~ 3 . 76 t o 3 .72-13/16, 
then 'D&rt17 recover ed t o 3. 74-3/8. Aft er an initial quotation of 3. 74 in 
liew Tor lc, the rate r ose t o 3 . 75-1/2 during the fit-at hour of trading. It than 
co•ed off t o 3 . 74-l/4 by nooutl.ce, Unt1l mi d- afternoon, the rate nuctuated 
v1t h1n a uarrov range, follov1ng vhi ch it undarvent a sharp decline to clo18 
at a 1ov of 3 · 11- 1/2. 

Salea of spot aterling by the eix r eporting be.nlts totaled 101,379,000, 
:Cr0:1 t he follov1ng sources: 

By commercial eoncerna • .•... •• ... • . • .....• • •.•. • ... • • • , • 155 .000 
ll7 foreign bonks (South America , :Far Eaat and Europe) • • 10 1 , 224,000 

~otal ••• 10 1 ,379 ,000 

Purchaeee of spot sterling anouuted to 10598 ,000, as iud.icat ed bolovl 

ll7 co::cercial concerns . ... ...... .. ...... --_,.-- •• - ••••• 10 355, 000 
ll7 foreign bank.a (l'ar Eaet, nu-ope and South .be rica) •• 10 243, 000 

'l'otal • • • 10 593 ,000 

'!'he follov1ng r 8<>orting banlt. aold cotton bUll t otaling i.64,ooo to t he 
Br1t ieh Control on th~ ba aie of the official rnte of 4 .02- l/2: 

10 )6,000 by tho llankera 'huat Cocpall1 
11 ,000 b7 the Chnee national Bnnk 
11 ,000 b7 the llnnk nt l.;anbattan 

6,000 b7 the National Cit7 liRnk 
10 64 ,000 Total 

The rate f or the belp illt>r oYed to ranch , 1700 b7 noontime. It cloeed a t 
. 1597. 
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1'he other illlporlant currencl .. cloaed aa tolloval 

J'reiiCh trance 
OW.ldera 
Bwiaa trance 
Canedian doll&ra 

Duri~~C tbe :past tw d&T• the CubeA peao had a week Wldertone &D4 todq 
U vaa quoted at a dhcOWlt ot 9-7/sf., the lov tor the aarrent dovnw.rd 
..,.....,ent, 1'he MerlCIIll p .. o baa re:oaiDAICI. W1eh•nC*l at .1672 since J~ 3, 

Ita aold $1,700,000 1n gold to be added to the eart~&rk:ed account ot the 
Central Bank ot the Argentine Republic. 

1'he J'e4eral Reaern ~ ot New York reported the following ahipmenta ot 
gold: 

$ 4,062,000 troa C&ll84&, lhipped troa V&Deounr b)" the Bank: ot Cen•de to the 
J'e4eral R .. ern llaJik ot Sell J'ranelaeo tor account ot the Bank: ot 
:JnglaDd. '!hie gold, which will be aold to the 11, s. llint in 
Sen l'renciaeo, -• origillal.l7 exported troll IDdia, 

47 

3,048,000 tr01a ~114 ahipped by the Bank ot :ln&laD4 to the J'ederal R .. ern 
:Bank ot llev York, to be 881'tl&l'ke4 tor ace0\U1t ot the B&nll: ot J:n&].aD4, 

153 ,000 trom IDdia, ahlpped 'b7 the Comptoir llatlonal 41 J:aca~~pta da Parle, 
Bomb&T, to the ()QarantT h'uat Ool:lp&IIT , !Jew Yorlc, 

54,000 tl'OI:I Canoe!•, lhipped 'b7 tbe C&Dadiu Bank ot Co=eree, Nontr-.1, to 
-=------- ita liev Yorlc acellCT, tor account ot the Rot tar~ Banll:, .blatan\ut, 

$ 7,317,000 total 

!he laat ho ahip<senta liated abon will be aold to tbe 11, s • .laeq Ottica at 
lev YorJc, 

!he state Department forwarded to ua eabl .. atatlnc that the tolloviDC 
gold ahlpmanta would be 11111481 

$ 114,000 tr011 Ronc Ionc, ah1ppe4 liT the Cheae BftZik, Rene long, to the Ohaae 
llational li&Dit, San J'ruoi-, tor aale to the 11. s. Hint, 

14,000 troa llngl&DA, ahlpped 'b7 the 8w1u llaJik Corporation, X.oDAon, to the 
. Ooaran\7 !ruat ~. Iev Yorlc, tor aala to the 11, 8, 4aa&T Otfioe. 

$ 128,000 total 

!he equi"ftlct ot the Boabq aUnr quotation waa ll<l.561, ott 1/81. 

In X.OD4on, the !pOt aD4 forward aU• er pricea vera both thad at 20-11/164, 
up 1/164. !he 11. S, aquift.l.enta were 34.751 &114 34.561 respect1ft.l.7, 

lra.Dq &D4 Bartla!l' 1 aD4 the 'l'reaturT' • pricea ware •mchnged at 34-3/41 aD4 
351 recpecthe}T. 
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Ve ..d.e eipt purchnau or eil•er total1DC 510, 921 ouncu UDder the 
SUnr Purehaae .Act. ot thh amount , 260, 921 ouncee vere pureh&aed on a apot 4el1T&1'7 baala all4 vera o! the !ollov1DC tJPeU 1nTentoiT a1lnr - 200,000 
ouncu, tra4111C ail'nll' - 31,000 ouncu all4 new production - 29,921 ounou. 
!he reaalniQC 250,000 ounoea cozudeh4 or nev production !rem ! oreicn oountriea, for f orward 4el1ft1T, 

Mr. ltnolce told me by telephone ;reaterdq o! the !olloviD« elwlt;•• in 
Ru .. lAn balancu vith the Cbaae Bank :troa 7ebruar7 28 to March 8 . Deposita or the lluuilln State llallk vith the Cbaae roae !ro1:1 $2,200,000 to $2,700,000, 
Letter• or Credit or the lluni&D state~ declined trca •7 ,000,000 t o $6,000,000. '!'he .bltorc' • caeh belancu r«:lllined fixed at n. 700,000; .bltorc' • Lettere or Credit rose !rca $2, 200,000 to $2,500,000, '!'he larceat ~enh into the llusailln State llaDk account r .. ulted !roa tranatera ude by the Mea Balik Corporation, totali D« .3.700,000 (llhich aq perhape be accredited to 
llueeian gold w•• in SwitserlaA:I.); $175.000 ... paid in liT .Aatorc. On the deblt aide, fl , 65Q,OOO vaa paid out b7 the Jluai&D State :Bank to jatorc. 
There vera alao two pii,JIIIenh to t he llotterdam Bank total ill« $475 ,000; a 
t rana!er t o t he Letter• o! Credit account amountinc to $990,000: and one 

,.,. ... "' ""·"" .......... ·-~ ~ 
CONFIDENTIAL 
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GROUP JJEE'l'n!G J.larch 14 , 1940. 
9 : 30 a .m. 

Pr esent : 

Cochrnn : 

Ur. Gaston 
1\r . Foley 
Mr . Cotton 
!Jr. Harris 
l4r. Tho:~pson 
Ur. Cochro.n 
Ur. Graves 
Ur . White 
lir. Sullivan 
!Jr . Schwarz 
IJr . Dell 
14rs Klotz 

I hAve got an idea and I •:oulc!. like you all 
to listen closel y . It seeMs to me that with 
this peace in Finland that we here in the 
Treasury have got an o~portunity of reall y 
doing a constructive piece of work. In tbe 
first place - what I am going to say is very 
confi dential - as f ar all I know, I think re 
have the whole gol d 11uppl y of Finland here , 
haven 1 t we ? 

Yes, s ir. 

;;o,-,, ther e i s all thie talk about gold and what 
is going t o ~appen i f and when there is peace . 
r.ell , here if they tave peace we have got the 
r,ol<! and they havt got a 20 million dollar loan 
which , I t ake it , they haven 't spent . It seems 
to me t here is a possibility, ~:aybe , of gettlng 
I.a- . Tanner ovel' here or Mr . Ryti and s i t down 
and Y~ork out a comprehenaive plan of r econstruction 
for F1nle~d, not only possibly with the loan against 
theil' gold , or something working out a pattem which 
m1f)lt be fo l lowed later on ror these other coun­
triee and showing them what we are willing to do 
as a reconstruction matter, and I think it is a 
challenge to the best brains , not only in the 
Treasury, but the best brains anjl'lhere in this 
country, particular l y 1n new of the rac t that 
we r~ve got practically the whole r ol d supply 
or Fi nl and in this country, and I would like 
you all to think about it. I don' t expect you 
all to spout st one time , but i f between now and 
tomorrow - naturally, Procope is in no shape to 
do any talking at t his time . The fellow is most 
likely too down and out , bu t I >~ould like to 
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see h1m ln a day or two lf he has a suggestion. 
9oth Tanner and Ryti are people who are finan­
cially minded and they know this thing and I 
am sure they haven ' t spent t.he loan yet on the 
Export - Import Bank. 

Very little of it. 

And i f we could get word to them now, don't 
just go ahead and spend this thing vti thout a 
plan. Whatever they had in mind must be dif­
feren t now. I think it is a real challenge. 
Novt , over in the State Departt~ent they are 
working on a purely theoretical basis of what 
they are going to do after - and here it seems 
to ~e is really an opportunity to demonstrate 
to the worl d what "e are willing to do to h elp 
the country recon struct itself. Y/e could cer­
tainly lend them t:JOney against t heir gold, 
coulan t t we 'I 

That could be done , yes. 

I would like to see the gold go back to Finland , 
ths t is what I wruld like to see , have it move 
out , eo baCk . If they have enough confidence 
when the war is over, the gold can go back to 
the orisin •1here it beloJl6a, and I think tl'>a t 
would have a good effect. 

Of course, they d idn't keep all their gold in 
Finland at any time . 

We certainl y could make them a loan a gainst it . 

Yes , but that doesn ' t do them a great d eal of 
good , t h at loan. 

Well , I am asking for i deas. Here is a chance. 
hverybody sits around and nobody did much of 
anything to help them when the;r were fighting. 
!low, how about our helping them when there is 
pea co 'I 

I think there may be a chance in a number of 
countries to use much bigger funds than we have 
available now. Export- Import Bank hasn't much 
to go on with Latin AMerica , for instance, now, 
and there will be other countries to help out . 
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Well , the Latin Ameri can t hing just doel'n ' t 
interest ce at t h is t ime , but t h is thing is 
a challenge . 

I think that is a very excellent idea, not 
only for what you may be able to do for them, 
as what w~ may be able to do , as you nay, set 
a pattern and hol d out a promise to other coun­
tries as to what may be done and a l so n~ke 
Congress a l ittl e more minded i n that direction . 
It should be ea sy to T:ork out something there , 
because i t takes very lit t le money. It is a 
very s Mall countr y with a few million people 
and they star t with a ~ood credi t and wi th peace 
that looks as thoueh it might be sus tained. I 
think it h as excellent prospects . 

Let me thror. out an i dea. One of the bicgest 
thines that they ~Ave is their Consumer Coopera­
tives whi ch are a wel l-run, going concern. 
Supposinc they wanted a loan of 25 million dol­
la r s for reconstruction . I mean , the t•hole 
Consumer Cooperative i s n wonderful , coing con­
cern. I am a little confused - I think that 
this fine buil dine - I think it was in Hels i nki. 
Does n~vbody here Ynow? It is t h e fines t build­
ing in Eelsinki. It is that liquor monopoly, 
isn ' t it? 

':'hat i s ri{;h t . 

Am I ril)lt? 

Yes , si r . 

Supposing that wonderful buil d ing , say, which 
they had nls destroyed and the l iquol' monopoly 
wante to rebuild that bu i lding. It most likely 
was bonbed and t hey want to borrow a couple of 
million dollars to reconstruct that and pledge 
part o f their taxes against it. 'l'here are so 
many t h irgs which can be done . '!hat grea t big 
building wa s done by the same archi tect that 
did t he railroad station , v:a sn ' t it? 

I ~ not sure . I t looks like the same styl e . 

It is the man who won the --
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Saarinen. 

That is it . Why , it just covers blocks , you 
see , that liquor monopoly building. 

It would be a fine idea to cet them over here 
if they are Willing to come , just to talk t he 
situation over. 

! think that far more important and the thing 
Tlhich suggests great responaibil.i ties lies in 
a different aspect of i t , which I am sure lie s 
in tho back of your mind, and that is t ha t that 
can be the one big ray of hope that you can 
throw on the whole of Europe , that they know 
tlult 1\'hen this thing 111 over , the:7 know that 
America is interested 1n a disinterested way, 
as far as nediun long interests are concerned. 
She has enormous capital and she has the oppor­
tunity of setting the kind of p attern in this 
small country which . can completel y change -
not completely, but Tlill go a l ong step t oward 
chnn131ng their outl ook as to what they may ox­
peot after this war is ovar. 

That is what ! said, P.arry. You are just re­
peati ng . 

fiell , i f I am, I r.tere ly --

'!hen, it is repeated twice r.tore . 'lbe point is -­

Thnt is the best form o!' flattery . 

~ell , thank you. 

I didn ' t mean to say it was original. I was 
thinking aloud. 

liell, don't think . I mean, that they are groping 
over here 1n the State Department for aooething, 
but here you can demonstrate and as I say , partly 
private capital , and so forth and so on , but I 
would love to get a plan and get either Ryt1 or 
Tanner or both of them over here on a mission. 

I should be incl ined to wait a little bit from 
that point of view, Mr. Secretary , until the 
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Ooverrunent is a l it tle clearer - i t 18 n little 
clenrer as to who 1G going to be the Coverrunent . 
I don 1 t knov: to what extent we are getting a 
clear picture of the social changes there. 

\tail. a minute, i f you can hol d out so:aet hing to 
Myt.1 o.nd Tanner , 1t g1 ve s them a chance to s tay 
in. 

'"'he one you --

I can't give myself to illustrate >~hn t. I mean . 
This '.:elles missi on has so upset t he people of 
}'ranee that Daladier for t he first time 1a 
shaky and the same thing, if Tanner aoo Ryt1 
come over to meet our reconstruction people, 
tbey can stay 1n a.nd I !.;no* those men and they 
are dan:n good men. 

I wasn ' t thinkin& of their personal coMpetence , 
I was merely t~ing - I can see where a r e­
quest can s o to t he Government but t o go to 
any individuals unt il there 1s a lit t le more 
a s surance as t o wha t is a oing to amer ce f rom 
whet must be a very considerable pol iti cal 
destructi on whi ch must be coing on --

If these fellows ar e licked, have got nothing 
to offer t~e people, they go down. ~en the 
next group that will c~e in will be Soviet­
minded and I won't want. to do busine~s with 
them, but i f t hese kind of people say yes , 
we did the best - the United Sta tes is going 
t o come now and give them a chance to car ry 
on , if they don 1 t , the peopl e who go in will 
be peopl e wh o are close to the Soviet Govern­
ment. There is anot her reason my we shoul d 
make the lonn. 

':here is one more r ea son , may I suggest. In 
th1.& no:nins ' s paper is o. story a bout the 
possibility of co~tructive help f r om Sweden. 
Uid you see t hat , about f unds coming from 
Sweden to help the Fi nne in the r e construction? 

LoOk at it f rom another ans le. All the people 
of the Unlted States are looking for a place 
to invest . 1/ell now, 1f they sold three, four, 
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five , ten million dol lars to reconstruct the 
warehouaes of the liquor monopnly in Finl and 
and they want to sell those bonds in t h is 
country a Lainst that thing and they have pai d 
five percent fo r the money , it ought to be a 
very good investment. 

Their bonds jumped about 12 points yesterday. 

And lei the day before. Tha t ie 30 points , 

\'/hat I woul d like to see included in that , 
not because of its importance to Fi n land at 
all but because of i ts importance to us and 
its importance of t he possi ble pattern, is a 
monetary gol d loan which by t he very condi­
tiona whi ch we will set up the gold will not 
be likely to be used but will be there pre­
sumabl y and actually to strengthen and buttress 
their currency, vlhich is very differen t f r om 
the ordinary l oan which will be spent and t he 
gol d doesn 't leave this countr y . That is the 
gol d along with the other , not by itself , but 
as pa r t o f a program. If we coul d get that 
concept of a monetary l oan in which the gold 
will not be s pent except s easonal move~ents 
and cycl ical slight amounts , it can be rorked 
out so that T'e can have a patte rn for lendi ng 
our cold and earning a ssets on i t and exportine 
other currencies , increas ing t he presti ge of 
gol d and el iminating all this talk about i ta 
fUture useles sness. 

I think it i s an opportunity and I am tickled 
to death that I hapoened to think of it. '!bAt 
ia being human, isn-1 t it? . 

Yes . 

54 

One unani1:10us reaction yesterday that cut through 
all shades of opinion was that chagrin on the 
part of tho Americans that we had done a lot of 
talking a nd eot tied up on the Hill. 

Well now, you people know how I guard this 
stabilizat ion fund and how I f eel about it, 
being trustee of it, but on a thing like this , 
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I would be willing to go up to the Hill and 
talk about it , making a atabil1zat1on fund 
l oan, provided that Congress would peas an 
Act authorizing it. 

':'hat 1s just what i t should be used for, under 
those conditione . 

I would be w11Ung to go up and say to Congress, 
"Now, here is the thing a nd this is the kind of 
thinn that I tn1nk i t could bo used for . " 

As a part of the larger program, merely as a 
part or the larger progr am. 

As a part of the whol e thing. 

I t h ink sor.ethinz can be worked out very well . 

Wel l , get busy, everybody . 

Well , everybody isn ' t go in!> to get busy, Mr. 
Secretary , unless you specifically vrant us to. 

It falla under your branch, Harry. 

Well, supposing we do this . Supposing we get -
draw up ao"'e kind o f a prel1m1nary plan a nd I 
will call a meeting of thoae who are apt to be 
1ntereeted in it and then aee if we can push 
it a little bit further and t h en we will bring 
i t to you and keep bringing it back and forth . 

I would like to do something before Sundey . 

Why not have the Minister to Finland get us a 
good repor t about the reconstruction needs 
through the State Department? 

I don ' t want to tip my hand. 

Tfe haven ' t anybody there . 

\7e have got a very r ough idea of wba t they ma,­
need without knowing the indi vidual losaes , I 
think the pattern wouldn ' t make much d i fference 
a s to v~ther the amount is a few million more 
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or lees and whet her the construction is in 
one part of the country or another , rut I 
think that will be an essential part of the 
picture after we see what can be worked out 
here , We know enough about their finances , 
I think , to proceed on a p reliminD.ry basis , 
but only on a prel1m1nary basis. But I think 
we need a little more inf ormation, unless you 
have it , t:r . Secretary , on what the Government 
set-up is , because it seems to be pratt~ shaky, 

Anyway , Harry , I will hold you responsible. Oo 
to it and wo will work on it Saturday and Sun­
day . 

All r1t)lt . 

Let ' s get something OO!'Istructive around here . 

Dan, the other memo I sot is , we must have 
pretty well sold all our Government bonds that 
you have on order , 

Yes, I think there is about t 300, 000 left . 

I want to see you today . 

I have sot on ~Y a genda --

You a r e coming 1n at 11 : 30, unless you have a 
meet in.;? 

No. 

Rave you r ot a meeting? 

l:o . ':'hat i s for what , t h i s? 

~s , baby bonds , And then t hoEe people who are 
working on Bank of Aoeri ca, i f they will stay 
behind I want to talk to thee a bout it. 

norman? 

I have a report f r an Ur. Harris of the shooting 
down on the Mexican border. Apparently a !Jexican 
tried to cross the river, TWo CUstoms Inspectors 
saw him and went back to question h1m and the 
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man dropped down below the river bank and opened 
fire . They re turned the fire and the Mexican 
uas wounded. That seems to be about ell there 
is to it. 

Two Customs Guards only could wound one Mexican! 
Somebody OU6ht to get f ired . 

He started firing first . 

llhat is the tmtter with your boys , Basil? 

I guess that is all t here were in the vicinity. 

lie ought to g ive them hand grenades y;hen they 
get down 1n the trenches . 

I am surprised. Border patrol. Two agaillllt one 
poor little Llexican and they only wounded him. 

It doesn ' t say. 

\'/hat e vidence have you got that t he Mexican opened 
fire first? 

Vie say so. Im ' t that enough? 

The Treasury Appropriations bill is co\rl...ns along 
a little further . ~e conferees yesterday agreed 
on appropriating three million dollars for 
strategic ~terials rather than t he f ive ~llion 
dollars 1mned1atel y avail able under a proviso. 
They didn' t cut the appropriation ori ginally pro­
vided , but they cut the five to thr ee, the amount 
of money available . 

Den 'I 

The only thin& I have is the copy of the telegram 
which Oiarudni sent Delano t 'lis morning. 

Ri ght after t his ~eeting. I don ' t know about it . 

All r i ght . 

Is i t juicy? 

I t is very good. I will read it if you want me 
t o . 
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Let's wait . 

Harold? 

llothiflb. 

Harry? 

VIc have t his foreign economic development 
sem1-~toekly t hing (March 12) . 

Send it up to t he honse , will you? 

I will , and this estimat ed impact o f foreicn 
transactions on domestic activi ty. (Karch 9) 
You didn't take tha t up . 

I want you (Cot ton) to get in on this thing, 
too, on this Finnish business. 

Harry, I want Joe i n on t his t~g. 

This Consulate dispatch on Rus sian gold to Ger ­
many (January 26) is the r eaction of the people 
in Switzerl and 6..'1d in Prance and their explanation 
of t h i s indicates that they are slightly •torried 
les t anybody interfere with the effi cac7 of gol d , 
so they are alway~ eager to point out trAt you 
can ' t di stinguish between one gold and another 
and ther efore there is no reasonable hope of 
discr1n1nating against i t and the same thi ng is 
true of the more co~plete discussion of gold ~ich 
appeared in the French medium . ~ose articles 
are an a ttempt to stronethen the prestiGe of gold . 
The few articles that we have seen comin g out of 
Germany are to the contrary. 

Are you g i vinG me someth~ng to read on that? 

\/ell , you gave it to co , some Consulate d ispa tches 
v~1cb you asked ne to comment on. 

All right . l'iell, it is jus t the flow in that 
t h ing t o &et ready for that statement we are 
going to give out. 

Oh, I see. 
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I just read it and I don 1 t know what you 
get and what you don ' t get and hurry up on 
that gold statement , too , will you! 

Vlell... . There is 1nfo=at1on that London 
ia making a 20 million dollar loan to the 
Canadian Goverru:l6nt. Sterling , free marl<et , 
as you know, bas dropped way down. I don't 
know whether it rose again this morning or 
not . 

It ca~e back a little bit . 

1·/hat ill i t now? 

It o~ened at 3 . 73 and it has come back to 
3 . 74;. 

Again the question is re.ised. This time there 
are more comments in the paper, as that is an 
interastine device to promote tho se exports in 
which they compete with other countries and 
denBnd1ng dollar exchange for the things which 
they don ' t compete, Now, I am 1n favor of 
examining a little more carefully t he total 
amrunt of transactions which nay be taking 
place here and elsewhere. 

Take this, Harry (handing clipping to !.!r. 1.111 te) • 
You :nay not have seen 1t. 

This matter of the Vandenberg trade bill is 
coming up and they have asked the Treasury 
to comment on i t. It is an extremely important 
bill . I didn 't know whether it has any chance 
or not, but it has a lot of good poin ts . It 
has sooe undesirable ones . They have asked the 
Treasury to coz:unent on it. Is it your t houg)lt 
that you T.ant to get in that at all? 

llo . 

Just give a nonco~ttal reply? 

Trade bill? 

It is called a bill creating a fore i gn trade 
board. It means the abol ition of the tari ff. 
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I don ' t want to get in on 1t . 

Then you want a noncommittal reply except 
where it affects Treasury acti vi ties? 

Yes , 

There is this note that Chick called my atten­
tion to . It is rather interesting . Appat~ntly 

somebody is trying to start an American Invest­
ment Trust to buy bond s of Latin American coun­
tries , sem1riti es o f Latin American countries . 
According to this report the intention - one 
of the objectives is to buy securi t i es of the 
British - which the British Government now hold 
and thereby give them foreign exchange . In 
other r;ords, we buy their securities through 
t he investcent trust . This matter or the Inter­
American Bank and the co~ents of the Federal 
~eserve Bank . I t ake it, it is your thou._ht 
that ''e don 1 t have to colll!llent on that, it is 
up to the State Department . 

Yes . I think so~ebody pulled a Louie Johnson 
on ,e yesterday . Yiben I left - I want you to 
back me up on this , Ed - when you and I left 
that meeting yesterday with Harry T1h1te and tho 
others, llbo "as to t eet11'y? 

Secretary !!orgenthau, wasn't it? 

Harry ·;.h1te . 

You bet your l i fe , and five minutes after we left 
there it is out on the tic~er that by~ tel ephone 
call arrancoment , I am to testify. Now, who 
pulled a Louie Johnson on me? 

!.l.r. Townsend . 

I should say that 1& a proper appreciati on of 
who should testify . 

Have you heard fro:n anybody? 

lio , but ho re it is . The telephone call was 
supposed to have been made . \lhen you and I 
left there, they all agreed u to the wisdom 
and clearsi&htedness and constrllctive sugges­
tions that the one person in \'lash1ngton to 

€0 
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testify was ~hite and Pittman. Now I rea d in 
the paper I am to testify. r.'llat I want to know 
is , Who pulled a Louie Johnson on me. 

I slipped out of Pittman's bed and made room 
for you. 

H<J re 1s tho thing. \That about this? l!y under­
standing was that it was Harry who was the goat . 

That was my unders tanding , too . I think they 
had a little trouble with Townsend and I under­
stand tha t Townsend said that Harry would be 
nice but that they would like to have you, too , 
but tha t certainly Tlasn ' t the understandi ng and 
I figured that unless you heard directly from 
tlagne r they d idn't eXpect you would personally 
come down. 

l7ell , we have got to do something . We h ave got 
to do something in this way, t hat when it comes 
to be Tuesday I have got to be busy and then 
Thursday night I get on the t rain and that gi ves 
us another ten- day brea thing spell. 

That is right, and Harry goe s down in the mean­
time. 

That is t he idea . 

Are you going to tell the boys this mornlnaf 

I will just say I haven ' t heard anythin g . 

I suspect t.'lat won 't sati sfy them. ,.,hat Town­
send wan t s is a statement out of you. 

I think the. t is probably true , but we can try 
it anyway. 

An a lternative may be i n the way to get out of 
it i f they insist on that i~ for the Secre tary 
to send up a prepar ed sta tement wh i ch can be -
and then if there are any eXplanations the r e s t 
of us can go up --

Wel l , we will just have to do a little more 
k i dding around and kind of pos t pone the thing. 
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You ars pretty gpod on silver, Herbert . 

'i'ha t is a secret . 

You used to be pretty good. You used to hold 
up Oliphant' s hand on th.i s thing. nhy don 't 
you go up? Didn 't you ? You used to believe 
in all that stuf.f. 

17ell , I dm ' t think I should go up myself . 

The record is very funny on thnt . \'/hen the 
bill came up originall y, you (H. M. Jr) made 
a prepared statement or read a prepared state­
ment and t hen you excused yourself' and l eft 
l!r. Oliphant down there and he and Pi t tman 
had had conf erences be.fore tha t and Pit~An 
thons ht he could give a clearer explanatim 
in the use of silver than anybody in town. 
You l eft him there and they began to a sk him 
questi ons . 

Who? 

Mr. Oliphant . All he woul d say is , " I am not 
a technician ." "The techni cians will have to 
answer that . " "That is not legal, I don't know 
the answer to that, " and ~That is a policy ques­
tion and I have nothing to do with policy. " 
He never said a word. He just fenced . 

Well , Ylhn t did Harry call you yesterday? 

A finagler. 

Viell, do a lit t le of that . 

Bas il 'I 

Nothing. 

CllickT 

I might call attention to the death of Seymour 
LoY~man. He is a former Assistant Secretary , 

Elmira, !lew York. 
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Former Lieutenant Governor, too , wasn ' t he? 

I knew Seymour, 

?he story is 1n the morning paper . 

~bat Should we do? Shall I send the letter, 
form let t er llOA? 

That 1e riB)lt. 

Anything else? 

No. 

JoeT 

On this Finnish thing , it may b e interesting 
that t h is 20 million dollar additional credit 
of the Export- Import Bank is a f irm CO'"rni tment . 
It Ytas done in such a way - I think L'.r . Jones 
didn ' t v1ant to - it is an allocation , so the 
character of it coul d be changed quite easil y 
and it may f1t 1n with something we could work 
on. 

Merle? 

llothing. 

Ed? 

Now that Basil is here , I think I had better bring 
up again this question of the abol ition of tho 
Surveyore and t he Comptrollers of CUstOI!Is . As 
Basil knows, the r;ays and Means Co=ittee is 
quite irate a bout our at t empt throuGb the 
Appropriatlons Co~ttee to cut off the appro­
priations for those jobe . They said that when 
years ago we attempted to abolish the jobs 
by the direct route, they opposed t he legislation 
and k illed it 1n col!l!lit t ee and they expect 
Treasury to contact the"ll on matters of that 
kin.d and not go down 1n back to the AppropritLt1ona 
Committee . Part of this next reorganization plan 
i s the abolit i on of those pos itions by Executive 
Order. They don't know anything about that . 

C3 
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The r~ecutive Order is over in the Director 
o f the Budget ' s offi ce now, I think we are 
going to have an explosion when they find 
that out. Perhaps in t h e interest of hn.rmony, 
it mi {;ht be best to withd.raw that provision 
in t he next reorganization plan at thi s time. 

lt!aybe lOr . Harris could find as £Ood a reason 
f or withdraWing this as he did in the Tennessee 
nn tte1• . 

I think ho has 0ot a bettor one. F.e hasn't ~ot 
j u s t t:cKollar here, he has got t h e Ylhole com­
Ddt tee • 

. •bat do you think, Basil! 

I think there is a lot in what Ed says . I 
think 1t is l oad ed with dynanite, e.ll right , 
but on the o the r hand, wha t I at1 afraid of, 
Ur. Sec1•etnr-;, is if it evt~r <;ets out that 
theso r.1en are being paid large salaries and in 
soce cases they haven't evon been 1n their 
offices for t h ree and a half yea.rs , I t h ink 
you ar•o coing to be l eaving yoursel.f in a very 
unenviable position and I just don 't know quite 
how to proceed on i t . ':'he r ecord is very, ve r,; 
bad. I n one case, ono man tor seven year:l has 
been in t he office once a c onth where h e coces 
to d raw his pay. 

\/ell , that could be handled as an individual 
CO.DO . 

Hay I !T.ake a suggestion? 

There are seven of these fellows . 

It nd£)1 t be helpfUl 11' you talked w1 th Cullen 
and •;ceornick and Dingell and these other 
fellows who represent districts --

!lay I interrupt? You and :::D.sil get together 
and lteep ::orman 'i:'hompson posted, see , and the 
two of you handle it. Any way you handle it , 
I will okay it. I don ' t wan t to be bothered 
vtith it . You fel lows handle it and whatever 
you do, I Yrill back you up . That is fair enout;}l , 
isn ' t itT 
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0 . K. 

Just handle it . It i s a Matter involving - just 
go ahead and handle it and keep l~orman Thompson 
posted and Whatever you do , it is okay with ~e . 

lobat I would like you to do no,. 1s get you to 
sign this letter to Smith recalling the ~ecutive 
Order. 

See him afterward and fix it up. 

0 . K. 

65 

I talked \'11th Sam Cl ark about t h e J.!aney and Perini 
cases in I!oston and the :~ are goin8 ahead. '!'here 
a~ politi cal impli cati ons involved and I think 
you ouS)tt to know about them. 

1:ust I'l 

~ell, I t hink you ought to. 

You v;o.nt me to share it with you? 

You may hear about it firs t . !.:aney and Perini 
~ere a couple of thugs. --

'Z'b.at is carvelous, ~·aney and Perini . 

~e~ are contractors 1n Boston . 

I an a gainst them, jus t booause I don ' t like 
the names. 

Starting out immedi ately after the Jackson Day 
dinner in 1936 , they began to take out or the 
corporation funds which they have accumulated 
and eventually donated to the ~:ational Com­
mittee. They claim they ~ave it to Forbes 
Uorgan. The records or t h e Committee don't re­
veal the receipt of the contribution. They 
jiggled the books in such a 1<ay to shoYI that 
this was n business expense and truck hire and 
they deducted it from their income tax returns 
for that year. It is qui te obvious that what 
they were trying to do "'as to make up this 
campaign contribution by a method which would 
exempt it from tax and I think it is a pretty 
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clear case and it is one that we have t o go 
ahead on and t hat is what wa have decided to 
do. Now, Forbes Morgan i s dead , 

Is ~t right? Is he dead? 

We have got a Collector of' Custoas up there 
in Bos ton who isn ' t dead, 

Be is half' daad. 

In the case involved here , he ie supposed to 
have sug5ested to these fellows this method 
f'or arriving at it . 

I don' t think he has been i n !'or three and a 
r~lf years , ~t fellow. 

And they cla1m that they talked to Steve Gib­
bons about it, a~so. I think unless there is 
s ome kind of a f'ix that we will get a con­
viction Tlithout any difficul ty at all, but it 
is possible that you may hear about it f rom 
the politicians , 

Now, you talked to me about this once before, 
you know. You tol d me all about it at the 
time and you srld you thought that the; were 
trying to ke ep the department - scare the 
Depart ment of Justice off by telling them 
that t he:7 ~de a ~50,000 contribution to Forbes 
Morgan. My answer at that time was to go ahead 
and my answer now is the same. 

The case is eoing back to Brandon --

X know all about it and 1f' anybody wants to 
come around and see me, I am here . o. K. t 
That is what you want , isn't it! 

That is r iGht . 

All ri&}\t. Vlhat else? 

lloth1ng else , 

Does Bob Jackson know that? 

I as sume he does, 
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I hope so . 

And so does J1m Farley and he may not be t oo 
pleased a bout it. The r e is nothing we can do . 

We held n large meeting yesterday on the 
weather ships and I can g ive you a memorandum 
about it i f you like . 

You are handling it? 

Yea, \18 expect to appear jointl y before the 
Budget and ask them i f they can f i nd some 
way to recondition some ships that can be 
used on t hat service 1n place o f the cutters . 
Everybody is t ogether on the thing except 
possibl y Civil Aeronautics . They are a little 
bit sulky about it . 

Vlhat did you do fo r Pro!'essol' Nelson? 

I had a very nice s ci enti f i c chat vtith him. 
He is very anxious to r einstate that maenetic 
and geologic expedition t o the South Seas and 
all I told h1m was i t was cl early impos sibl e 
until we got our cutters relieved from the 
T:eather service and I didn 1 t kr.ow i t' it would 
be possible then, but I would go into i t and 
it l ooked like a ver y good thing and it' we 
could spare a cutter !'or t he purpose we would 
like to do i t , but I didn ' t kno\7 whether VIe 
coul d or not . 

All right , gentl emen, thank you. 
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"Pl.lo . 

cn~t~tn Coll\nP . 

Co'.linr? 

Yen o~r. 

ver. o1r . 

''a!"Ch 14, 114o. 
2 : ?0 .,, .... 

£8 

And E:d\l'on B!IYG he won ' t • ove on thin nolrdcr , until 
he -ot it fr~~ the ~rer1dent PllC fro~ ~c . 

... o.,. .. ... ,...,..,. 111 t.,..P F" .. ,,n•" .,r.: O"" ,.-...~ - ~!x hun~ rei' 
tt.ouPrnd. "":l--ey ._,~re tn rf'1tttte~ ,...M,, ! c'on ' t '"now -
.. ,.e it "nPor.t or "rrc•Jlrll~ 

Du"ont . 

~hc-•r ' '"I'" t') rrturn -\oa! !' Rl Y. hUllCred t l:OU I'P.!l<:', t ? 
th, ""'\~' . 

1-,o "~>'!'8? 

7hnt ' a bocn done . 

''ell -~ct • a ell th~>re .,,.,. to 1t. 

··e£1 , b•tt ~dioon won 't rclerre 1t to i:he !:n~>'lier • 

Oh ~<•el ' , no . I ::no1·• - t .,_e.t ' ll e.notht>r deal al"ain 
..,robrbly • 

Oh y •1 rrf'n 1 t ln on thnt? 

·:o , I " I'Bn ' t ln on t hP - r l'len op, 
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'.'ell I' ve -ot it hr>re in wr1tinP' . 

Yes . 

~' . ,, . Jr : : ~<'Pn the Ar"lv hns r PleA Aed ~t1.1 credit . 

" · .. ver; . :'Cir onl' -1111on tho , ' 'I'Sn 1 t 1 ~ ? 

'::'"'nt ' a r<.:rht . Ane they "'DC! , ro to r. eel: , rn O"''tlon 
on th!' " rvv, six hund:'ec tho,,snci . 

, ,Tr : Rut no1·• I NP"l t thr "p ·ry to tf'l1 DuPont t hl't the 
'Snl"lish c:-n hi' VI' t~->rt six hun<"rN'I tho•J"'anc1 • 

• J !' : '<lee •u11e -:c'l 1 n'ln 1•on 1 t tc>'·c 1 t fro,.. t>nybody but f r o-. 
'"'(' . 

Al1 r1 .... '-t . 

I Jurt ''On~nrrd \:'he ' d SElid , . ., •·ou1c1n 1 t • 

. . .. . "r: So he S"lid h" \·:l'nts ! t ~1:-p~· ... r ... .., ...... ., "'rerl.t'('nt "nd 
f"rn~ ""e • 

. • Tr : ' lo1• ! ' 11 ~,.t holc1 of •.:l'tson Pnd tPll hi, to rs1< h i l'l 
once .,ore , or 1 "':dison f'nc Pny •1 l" t tb,.t six hunf. red 
thouean<" no" br'lono:A to t' e :r-1 11'" . 

. .. . Jr : 

Al"i. r1<""'t r1r • 

An:" I hN" n f"'OO<l lunch;:! th i:oodr1n,... l'n<'i hi' ca:to he ' ~ 
"orl~in- on r nlrn to - l·•hereh·· •he ;:nr-lis"' Anci rrrnch 
e rn '"et \,·,rt t'·P~· nPed , but hi' llf•lt'i >,e cPn 1t tl'll 
ne I'! bout 1 t until nex t l•ep'· . 

All r1Pht , I ' ve ~ot t~e 1nkl1n~ of thl"t , and I want 
to telk t o ynu rbout 1 t Fo"le time rt your oonvl'nil'nre . 
Arnold Md "~rett l•Pr e down h"rf' toruty. 
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And o"" conrne ! !':I'd to r1•crr T uouldn 1 t b!'~l' • 1-;; . 
•.:e1 l. I 1 .., not br,.. e'•1n" • t l.'hf''l ! tr1': to you l'l ont 
1t . 

.. ". 

All t'1"' t . ''ell, - ... , ~pp1 1r ei"''lly -"'1r thnt 
1 f .,.~,,.,. cou1.c' rPcflv,r , tr.P Ar"l~' could rccov!'r tl'>e 
C'ev<'lO>)"~t'nt costs trllt t"ey h~ve nut 11 n , ~·hy t'"'llt 
uoulc1 ,..1vr tr.e, e bttfl"r "'nr conver sAtion ,.r .... , t~,P 
~f"Ol')1fll 0'' ~l-.e · ·11, P'1c1: ro1.t"! ~n:vbO~V e1r:e "·''-10 n1-ht 
b cr• .. tc"l . 

T ~~"e . 

" 1o'· ~,~ ,.. e:f'!"Pct o, ... ..... .,t 1o t• ... 1p; . It · ·o,~1d be a 
~1 rt>l' I'I'Y ft--re,..;en~ . M, e ,.-reP-ent 1:onl<'l h,..ve ':o 
be t•\ .,..., ,., "'l'n• fe.c~.,r,..r •.1'-o ~-"oule '""r ee to ll.ocr-.,-
C' o'·"n ·n nrdE'r ~>nd creel.' t "OU see rnd .,o.,r 
~uooPo6ln~ .,odeJ. t:1t-h ·•·p r"'ount o~ II"Pt FlhO•Jlc'i 
bl' ol'ftl"Pd by h1.., +o 1:',. ""or"'~n r-ovl'rn..,,n':fl b•1yins 
t r rf''""~'~'~ ;J.-nP . 

0" l'e'' , t•r- :"'Jn£ -11 ~-.rtr o!' f1sntreB •1t" 
d14""~ rP"",. -H'"~O..,~fl P'1C. ,· "::-c r,..-r t cor. tr"'c ~"' . 

,... . ~eo,.."tnry , vo, .. vP ~t"·ce "'.e e. C"U'?f't1.on tl-rr,. , 
beor:Hr~c t~~ere ' s a-.'"'r""',.ntf'l,r t""'o "'1111on f\vr 
I bt'l1CVP 1n '.:'·is A111so'l 17- 10 a.1o!'1<> . 

"'h , 041> OO'~rEe , !10 . 
anounts !ro~ si~ed 
are s..,nll. 

In oonrle~r·tion or t~~ to·~l 
oontrrcts t~e ~.,ountr of ~one-

':';.:o t>nd n !lnl!' .,1, 11on 1 r noth1n- ll'J !'r>r t" 11 -

Oh no , well ! cite thnt . 
Thnt ' o on t "e 17- 10. 

"'hi' t • e on l.y one cr oe . 
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':'he effect of th11t \!0\11.~ bt> nlM chis. I t h ink 
i t o11n be ~torked out by !'l)l'!"Uln , "'~'t" e"1et1on1ly,. 
so rs t o r!'1.iev«" the "'Pnu1'noturPrs of th!' b• o-
su"ln of "'oney Hhich thc~r 1 ve 'lll t in thP dev"l0'1"1"nt 
Of f' nf'V nlpne for ! nrtrnce 0 '.'h1Ch runs Pny\lhl"rC 
fro"! fo ur- fl"'ty t o nin£ hund.!'cd thousPnc' doll_nrn . 

It ,,·oul.d ~ic'·lp 111"' ~o de~>th . At the se~c t• ,~ it 
woul~ o-1ve t"er.e .,,.o...,lP , ,..tve t::E' fPMPrr "oce&e 
to ~.'hl't 1 n exiFtent no1• , ""6 t"r only c11tc' to 1t 
IIOu1 d be f' '1rO"l1 °9 on tl'\r "''~rt 0~ thE' "1BMU -'"0 t•orl'l' 
thnt "'e vould -1 ve Ollt no"1ct''1:v• bettf'r t' ,.., o·rr 
belnP re1r•ne~ fro"! P rrAtrlctee l:e"l . 

''ol 't ··o,.,drin- n•ntc to - ,.L t'11 r l"tr ~<_-~ot .. nl"<'. Ollt 
b,...,....,rc ·~·ec" .. ne~A"1Jl, b(I'~OrA hP tt'rt"' 4!t! c r:, C';!CC !1.e ' ,... 
CO..,t."'l- b"'c'· ~~ sen '""!I" t t !. t."". ~d tFon I , t rt~~!'"t P.r or 
n \nr on ~,.!C'1",. r- ~ .. 

Anti ,,, P."nt 1'nr <;!-.reP '"'~"" 1'1•0~ Dayton . 

M,..~t ' A rtr-ht . 

?he th1no- t!·nt 'iooc'.rl nr- to1.c'. "lC' >th1ch 11"l'l11Cd 1'1C . 
It mny ,.,. true , t"~t 1t \11"!1 hf' · ·'ho ~·or::ed out the 
t~c11 ll'n• Y"P!' t;.At t''"Y oo•old ~Pve these -,lrneR 
of~ th r i'rl'l'! n - bol"rd beO"""e t~P'' "ere rtot In t"P 
CO"'"'E'tl.tion :':>r tl'\e Ar..,~· · 

':'r.,..t 1an 't ~o . 

·-ell t"o,.t tnn ' t so bPCI' Uf11' t'lc ltnot< t :·u• t D"•oo-lp.o 
C'ntf'rod h1R -olnne 1n 00"1Tll't1 t1on Pnd t:e know t"ol't 
tht' f1rrt ")l l>ne t "on t trn!l turnpd out - t !IP f l r"t 
" nrt l n 7-1'1 flP~>1 r1-ht fro., t'le "Ol~>nt to o..,yton , 
for the OO"'""'""' . 
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"e-n , rtr . 11e1 l T t ., .11111t t!'1.1 1n"' you th,.. g thr r 
sino flf 1 t . 

C\ • • , . "o\1 I ' '"' 1 ~:'\nl'\le :,....~ "'))"'dP !" t i" 1n:- oncp ~ore 
\"1t' ... t"ll"'t'on . 

Ann tr-1'1 hi., th"t 1t. ' n bnc·· '"''Pin in t,.,,.. hl'ncio of 
tl,. ""vv ~'nd ')lP~,., tl'll t"c ' 'e v:r t ? tell DuPont 
"':n t ~-~ -'1,...11~:1 CPn h"VP 1t . 

Anc"' 11,... ,..n , "'"!~· ~"-P " "'l'" '"ftn• to -o 1n ,. ,1t tlP 
~··r .. '-'f'r ··• ':": ":~ !.6, tlu~;" "'C ~r!>-1Fe~ +,. ~t-!'~ to 
.,p 1n .,.ort:r- e-'1 ,.,...,. ~ hl)11rc . ! ~r.,~t_.C. t? -r-t :·ore. •I) 

you t 1 :-t I "PS r!.tt ln- t'o1:n 1'1"'' Arnold Rnd 1\rl'tt . 

Coo<'i . 

So this is on c ta'•e C'.Ol' n your hatr br.s~a , nrr? 
And I "~'" 'lullin~ ,.,:, ~"tots l'nd l'!t t''("' do t"r 
~1r1n- . 

And"" no1d , •vou o-r~>r to t hr t do you• , and ­
Pr1d , "I P~ree to onyt' 1nv t hnt ' ll 'lro-otc t~e 
•.:orlt'\ Fn1r , the A1r ~ornn , t he Any , Y"S" . I enid, 
"If t h is 1f' thr do"le , then 1 1 "1 thorou-hl.y 1n 
P c oor<'l 1:1 th 1 t . " 

C-ood . 
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So "" ~P!c' , "''E'll no1·• , t hBt ' A t··n~ t 1<e ~:anted to 
know•. 

~'ee . 

"\/ell ,• I ne1c' , "Yo•t •~rao>· t :'l"t" . I flatcl , • ·rot· t'hen 
do •·e lilt c:".O\.'ll 0

• 0 \:ell , " hi' rl'it" , •trie -,rt~l'l' ree 
oo-1' ,,.., t!-e 11nP, tr• r •.iooclrln- deel , h~>c oo·e 
..,.., fro., r~..,ebocy <'Ot'!'l • >,r li'lr one' "'!-et1: hre been 
toyln"' ··1th t.~1s i llel' , b•t+ c'~d, • t 'mot· ho" ~o "'('t 
1 ... rlo·--n 1"~0 ,.,.or~.~·. 

r so.:. . 

So thev ' l"e "''in .. bAo'• n"•·· · '1'hev t 'Pl'•eti r.bo•tt rn 
ho11r on t 1,1s t·-1.,- t'· i~ -Q!''l'n"' . 

rood . 

Anr J.r:told t.rnr- vor~ ...,, fi"E"c\ , ~nd ~e c;e1d +l-rt 'lP 
!"r>l'~tt! t\.ooftt t .... ~re ;.~p o only 0!':(' o+ho r eo~~") 0~ it , 
hr er t d t~nt t~e ~r""~ury ~1-"t PtP.-, i n •ncl ruin 
tl-r., . And l stU.d , •··ow• . 

\lho ~ro•tld rnin t"P"'? 

Thl' '"rcrsnry. I Peid , 11 " o1·'? 11 " l..'ell", hr nRid, 
" if thrrr •a P Cl'.se o! 'lrrn1n<" ..,oney brc'• , them 
t'•r "'rer sury -a•' ~~en• • ., l!ll1)0'lnd t'•~>t in 
n1 ro,. 1 l'>nl'oue reo eo 1 -.tf'" • •1:oll" , I enid , ""Y C'-oc , 
YO'l ' rr not ..,P.F"il'"' eny ,..:>ne" one•-• . I ett1c:'l , 
•':"?!t"'ne -,~o...,le ~--rP t:-111 r.,ve '":o , t~,., .,,...n•tfrtoturern 
' ill htWC ';;O f1~f!I'!OC I t rnl' ~;.£' "lO-f' rtt tii!'" l!OCC")t 
t~e ohnl"'<"l' order, "1-y t"nt ' 11 :"nt0 • 

So be nni<l , ""ell thPt 1 A c 1well tdee • . So thev •re 
l'or'<ln"" tl:c thtn~ u,., no1· . 

Good . 

And ! ho.,e to ~cer ro"l~tn1~- ~r~- t~~"l , ~ny by 
8Pt•troay. 

Fell not: PrP they ne~un~ this aftern">-:>n \d :h 
t he Al 1 1!'11? 

Oh t h ey1 rP all outP1dc in my or~toe , outP1<lP 
office no~o• , t " e 'l'lentin~ t !\1•ce in et tl:o- t"1rtv. 

,. 
l 

~ 
I( 
,f.' 

I . 

• 

t 

I 

l 
J 
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A:1c! n~rs Arno1.~ "1 t 1n on thP t? 

'0 1 he 0 S - ~rt't•o ~ r-oin~ "-0 bP t ~or h1"l . Of 
oou-se Arnol<" h <! to "" D"C'' U)' on t"E' ~111 . 

I 11eP . 

~en,.ral t:~rett . 

I Ae!' . Inctccntr1.1.y i·:ooC!rin,.. ssye he thinks 
Prptt , hr ' ~ r ~oo~ "lAn . 

o. r. 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

U..roh 14, 1940 

IIIIIOIWIOOll FOR TID! SBCRftABY 

There 1a attached hereto a etat-t ahcnriJis the etatue or the 
l'rcoh ooortJ't.ote &I or Febl"U&J')' 29th w1 th reference to airplanN. 
~in•• and ai~e>ellan..,... equ1J.a8Ct• 

The a bon equipa111t reprNIIltl oontNote ~resatizl!: $308, 899, 360. 00 
ot whioh a.ount tl7l, 076, 662 baa been paid. Thia amount repreaente 
both ad.anoe and deliTer,y payment• • 

Liaison c ... ittee 

Regraded Uclassified
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Ca~~p1et. ,._ 

O.aoription Ordered. O.linred. O.linry 

C1art1aa-1fript Corporaticm 1 ~~~&in• Pw-auit 76-.A. 200 200 

• • • 1 ~~~&in• Pw-auit 16-.A. 20 0 June :so, 18t0 

• • • • • • • 6:50 20 o.o., l8t0 
1 ell!: in• Pureui t P..tO 100 0 • • 

lorth .U.riou .A.Yiet,ioo, IAo o Baaio 'l'r&iner 2:50 2:50 HoTo 15, 18311 
• • • • • • 2:50 5 Sept.Uer, 19t0 

UDited. Airoratt Corporation 
Cb&Doe-Vougbt D1T1a1on DiTe Bomber V• l56 40 tO HoT, :SO, 19&9 

UDited. Airoratt Corporatioo 
Cb&Doe-Voupt Dirtd.., • • • 50 0 lkr<lh, 19U 

JllartinC~ 2 ~ine Bomber 161- F 215 216 o.o. &1, 18311 

• • • • • • • • 130 0 June, l8t0 

IAo o 2 ell!:ine Bomber DB?...t. 100 84 Ju, :u, 18t0 

• • • • • • • • 170 0 Allf:o &1, 18t0 

• • • • • • • • 
2600 Wright 100 0 o.o. &1, 18t0 

Ccm.ooliclated. .A.iror&tt Corp. 2 qine Bo&h 28/Qili' :so 0 11ay n, 18U 

2, U6 784 

Peb . 29, 19t0 (F) 

Regraded Uclassified



Cuniu•lfri&ht Corpore.tion 
Wr icht Aeronautioal 

• • • 
Uaitecl .Uroratt Corpore.tion 

Pratt & lJh1 t:De, D1 'rid on 

• • • • 
• • • • 
• • • • 
• • • • 
• • • • 
• • • • 
• • • • 

lor\:h wrioen A'rietion, Inoo 

• • • • 
<l«Mre.l llotore Corporation 

• • • 

29 , 1940 (F) 

GR- 2600 Twin Cyolone 

• • " " 
GR-1820 Cyolone 

• • 

" • • 

" " " 
• " • 
" • • • • 

,_2800, Double Weep 

1StO, Sin«le Waep 

C:W R-975 83, Single Row Whirlwind 
«0 HP 

• • • • • • 
Allieon V-1710 

• • 

Or4erecl 

28 

1 

1,821 

90 

2, 026 

8 

1,100 

150 

200 

115 

116 

700 

$2 

0 

0 

0 

1,067 

0 

0 

0 

82 

0 

0 

7l 

0 

0 

0 

1 , 8411 

liar. 15, 18.0 

Deo . :u, 18.0 

Deo. lll, 18.0 

Deo. lll, 18.0 

llaroh, 18.0 

July, 18.0 

Feb,.....ey, 18tl 

o.o •• 18.0 

Deo. lll, 18.0 

o.o •• 18.0 

o.o •• 18.0 

April, 18U 

llay lll, 18.0 

lfoTo, 18.0 

Oot. :n, 1e.o 

July, 18U 

Regraded Uclassified



:0 ,..._ 

PI!OPI!LLERS 

De•oription Ordered llelinre<l 
C011plet. 
n.u ... .,. 

IIDite<l A1rora1't Corporation 
llaa11 ton 01 rtdon Sto.nc!ud 360 265 April ao, 18tO 

• 200 200 Jo.n , Ill, l8t0 

lf.ydr-tio 36 6 -.r :u, l8t0 

Stanclud ~ ao Jul7 n , 18t0 

• 600 0 o.o. lll, 18t0 

• 900 0 Jan, Ill ' 18U 

llydr..,..tio 805 0 Jan 31, 18tl 

• eo 0 Feb , 28, 18tl 
Curt1••-Wri&ht Corporation ll,ydrom& t 1 c 2, 577 0 Feb, 28, 18fl 

lf.ydromati c Bladee 180 0 AU&• Sl , 18.0 

5, 088 601 

Regraded Uclassified



:;") .£!!!!!!! EQUll\lEiiT 
r- Coooplete 

Desor1ption Ordered Delivered De11nrz 

G«neral Eleotrio Searchlight Equipment 128 0 lloT., 1840 
Trucka (General Wotora) 640 12:1 NOT •• 1840 
Porteble Power Planta :18~ 0 In •• 1940 

Sperry Oyroaoope CC~~p&J!;J' Searoh11r;bt Bquipoent 256 20 len •• 1940 
Sound Locators 256 20 NOT •• 1940 

G;yro-Hori&ona 400 66 IU.y 31, 1940 
Directional Gyros 400 66 IU.y Sl, 1940 

Fairchild ~eronautioal 
Ca.era Corporation c ...... ra. 116 80 *¥ 31, 11140 

Colt Pa t«nt Fir-.na Cc:.pelliy llt.obine Guna 400 400 

~1r A .. ooiatea, lAo , Flo.ree 6 , 000 2, 600 June 30, 11140 

J-V•W Corporation Link Trainer& 370 8 June 30, llltl 

Pioneer IAetrument Cc:.pelliy Ca.paasea 345 50 June 30, 11140 

United .uroratt Produota OU Coolers 4, 688 1, 868 June 30, 11140 

Bcdi.z Aviation Corp • Genera tore 1, 928 0 Deo. 31, 11140 

• • • Gear Drivea 1, 260 2 Deo • 31, 11140 

• • • Startera 4,208 89 o.o. 31, 111t0 

Feb. 29, 1940 (F) 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

T HIE Oll'tECTOR 
WASHINGTON 

lla"'h 14, 1940 

IIEMORANOU11 FOR THE SECRETARY 

Ao a matter or wo ...... t1on there 1a attaohed hereto a oopy or a 
-r&Ddum to.--rded to the Preaident , Via llr. llcReynoldo , oon­
cerning meetin& held thia afternoon at wbioh meeting t he pro­
posed program or the Allies in oonneotion w1 th urplaneo •• 
dilcu.ssed. 

80 
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IOIIOIIAillllll POll ! II& PUSIDift 

naa Jlr, llebJDol4a 

At a .-tiJIC thb ~ ot \U PrN14•t'o L1a.ia01l C-.itt .. at 'llhioh _,.. 

preoet. 1a a441U• te tho C-t.tteo. Oworal lrftt ot \U J.r.;r .Ur COrpoJ 

81 

Col o.,.l llltnla ot .t.aoiatoat SM~ .lob-"OD'a ot'tiOOJ Col-1 lreoMorlaad or t u 

Cl -.ra11.,. C-.ittoo. llwrltiou BcardJ .. j or Lia&le or tho Arrlf1 .lir Corp•J A.da1ral 

ronn. Cb.lot. a.r-u or l or ...... uca. lo..,-~tJ Kr. f'llrna. Cbairan ar t bo 

.lJI&lorJ'r ... ob f'llrobaaias Bo&r4J Sir eeuy Solt1 lll, Pln&nJ and ColODa l J&equ1a the 

nahe• ot the .llliea oCIMia~ thoi r peo41JI& airplua procraa -ra pr••ta4. 

l!rietl:r. •• Plnan apla1aa4 ta.t. oOD41t1-.. !>aiD& u tho:r an 1a :luropo. ta., 
..,.. aot 1atoroota4 1a tloa t'llrtlaer Jlllftbaoe ar pl&DM ot aaolo t;rpoo u an at 

pr .. e t 11114er ocmtraot ror tbeir r..paat1n ' '"o• =te1 t bat tloo qiao dtuaUOD 

ltoiJI& tu oODtrollia& tooter 1a tbe potrahaaa or U1:f appr Mia'bla -bor ot pl&D•• 

tile oona-uoe ot their procna will be p..-•taol aat;U the ~1 ot l $tl, r.._ 
toro. it b 4adra4 that the lat•t pluM pc .. i'blo u4 tllo .. ftloll will bo pro411oa4 

1A lVU bo Mcla aYOilablo to t.Maa ta.t tM rr-11 ba4. 1a tlloir t i nt procru. 

boocht plaaN ott \U 4raw1J1c boari tor 'llhioh - protot:rP- b&Al• up aat11 ta.t t~. 

booD pre kud• ud ta.t the, an ~l.:r 01111- to 4c likawioo •-oniat; ~ 
latoot pl&Daa • 4 wciaoa tbat ai~ bo aYOilablo te oor Onorroet 1a lftlo 

.l ol-.raaoa -• opM11'1oall.:r roquMtaol Oil tbo tollowiD& it- 'llldoh an at prooaat 

011 tho roatr1ota4 11ot or the Joiat .lo,_11t ioal lloar4 ot tho J.rtq u.4 laYJt 

(a ) O.Oral :llootria toa.-.o .-prMooro oa t he AlUa011 &~~&ia• 1110 

u4 Oil tbe Pnt\ 6 10Ll'-7 -clae lUO 

(b ) tw-naco w.-opeaol 81perrbarcora • tho Pntt t "lhit&o:r -c1ae 
uao uct • ta. rr.tt a: 10Lltao:r -cia• zeoo. 

(o) !M .Ulh• -ct.. nno-u ..... 1J'1 .. uoa noD uta~~ Daa....,. u. 
ltll 

<•> hnlllt airplalue 
1-'tt .. iat_....ar P.ll 
hll P.at 
IJrp..-&4 Cartiae 
O....U:r u;r atlaer ~ ar nc"- wtdala ~• 'be 

aani a-.Uo 1a Htl 

(hte- Pi uat liod.1Mt1-. an tbat ._.. a....Uti ... 1a Htl 

will iaYOlTa a apoa4 tor tichtera or ut lNa t.h.a 

tOO ailM ... Mv) 
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0--!JIC ~~--· ""-" 'n4'•W u.. Mllet .. , - ~ ._. loea Mnl.,.. 
... _...,. ._, til~ ~· un w ._. t.ar-•u. • ne1a t.n1 a -.. wltlll 
,..,.tt.-lar ret-• w tM '111& ,...,.....'- 't 'en u4 Un 't b.-e. 

c.,t• et t:M1r r ... an ..._ "- ..U....,.. te tu ~ ... la't)' •Cfl"••'*•h• 
• tM Pred ... t:'• 1,., u c-t.~ wlt:ll tiler ..... , U.t: u.., toe~ 
uuatt:Md to tile •roper anMrtU• t.a t:lla1r ••;ut:ha Uparbauw ... u.e 
CM.lr'llllll er t:~ae c-1~ t.ar__. .. - u UIJ aeua u u taaa. 
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rir.P . "r . !U.nc'ltl"", vo•• PI'' d so.,ethin- t'""' o":h"r 
""'" "t t"'e \- ,i•p u.,,,,e Pbout ''l'n•< n~ to rer "l!' end 
r>ll"o :-bout t~"t trc "' r l\nes "re )lpv< ""' tr.,uble 
ec••tn~ C~11vr~1cr , Pte . 

"ell ! 1, l bt? V"r·: ,ll"'OY to hAve a v1s1 t w1 th vou, 
"r. Secrf'trrv. 

Do ::o·1 ·~ant. •o c,.,.,,. ov!'r tonorrou? 

"'t"' t I'OUlCl bP fine , 

~leven o ' c1oc·· 1 r <"Ood . 

An'" ~·oul<' "O'• br!'l'" rn~· t!r•,r.-s thPt yo•J l'.PVP n.,o\·tn"" 
· •'-rt t'-p ~>irlineP nrt>c! t:'ld CP.'l 1 t <>et • 

'l1ll "7C''l do t>-nt? 

Yes s1r . 

':'hrnk :vou. 

':'hank you , I ' ll br th•rP "r. SccrPtery,. 
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On th11' 'll'n'< o~ A., , r1 ce , I ,lust wa:"ltPd, - un<"Prstrnd 
thr t tt • r Ju~t About ovpr . 

So I hol\r d this ..,orn1n"" . I ' ve 1-leerd n'lt111ll"" n1ncP 
this "'"rntn~ . 

'"ell , I und,rs ~ood fro.., - •hPt t>-ey hrd held a 
~eet1r"" ""~ h~c ~cc~.,:ed , t~~t the BoPrd of 
~irPc·,~~ did qdoJt t~~ ~ro~rP~ ~no hoC P~eod t~ 
t''" ""='f'r~ re1.Pf'£C fo::- to"'orr~,. -.,orn~n- PS 1nr 1crted . 

r--ood . 

So ~~ l't I ,)uFt think "le vbo we Pll need to oon­
~r~tul.PtP oureelvPs . 

\'ell , I n:>1<'l t 'l r'elf'no th1fl "lO:!'n1n-, l. t ' A too 
e ... r1, tt') f'DH ""1"1'~1""" ~'1 .-l'! • 'i t 1~""'1,_, .!"8 thOUP',.. 
C")::l-r" t'J,f'c.,,'JTlF q!'P 1n I)!"" r . 

As ! unc'l,.rr-:P=td lt ):O•J t~P !'rc£1!.ce!!t hP r'l ' t dont' 
or ttl\ic1 pnyt·.,i';l.,. on t'"., \.r .. ,~ .. . 

"o . J"ll' t es soon e s tl'Pl' )'tove """r eeC., " "u ~ee . 

VeR . 

- , .., <'"01n"" t o ~,..,,e A l to t•rr ovr r t c h1- t"h 1cl"> T1 l 1. 
A11>'!l nnd ,.s·· h1""' to nn..,r'>vt> to Jonos , ~,l' t ' fl tre 
next '10Vf' . 

'"ou don ' t l'n ~ 1c1.,,. -e l'ny ruel'tlon O!l hie ""01'lt or 
trouble , do ""ou~ 

"o , I 1"1 tn,1n,. !'1tll resnon• l.h1ltty, T ' "' Pllr (' that 
he ' 1.1 1"1) ~>.lon"" . 

Yes . 
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I ~:no1· '1:. rt • c- ~n '"~" -1"'1d PnCi I ' ., c-u! te - n1nety­
'11nP "'"~" C"nt rure ''1rt he 1 11 IJ"\\')!'OV!! . 

I dl.cn• t ···nnt to b"'t'"<'r h1.., , but :;: •.., Junt tnl~1nt>! 

t he rps,onr< o 111tv . 

Good . \·:ht>t I 1·1oul~ l1k" to lln--!'• t l.P th\o, 1f I 
nn;v . 

PlPI't'l(' , 

lf ;;('rr" !• rnv r ••I'Ptton, I •N•n 1f t1o>p .,ror--•:'1 
- "' ~ rul"•t1on , t~ .. oul·' l f" -o61~1ee , - '1o""~e ···r.t 
~,.. •··~ul.d "! ~·e ..,e n e" .. n"r: to tc ""PP!"d 'before 1"(': 
C<'"£ 1 t. 

o. --: . 

Put ! fee1 t~nt ··e ,.,r·"f"d 11·~c tre Ceveil ""'nd • P~ 
rtrrE' _..,..,Pt he "or,.,.· lv ~·",,d ,-:w-:; to P.CCP" t t,.,... 
reooM-f'n-11t~on o" "'1. n" "~ • but ~-f thr:rf' l""'ouh'l 
b~ ro~r ru~~·! ~n , T -

v..,u ···pnt your dP" \n court . 

"rn , T .. ou1 d 11''P I' dl'"'l"!"cl OOHJ't on • t • 

"iel1 I 1 l 1 ,.,ro-1~~ yo,, ·~nt, f .. 1t I '··~ ..,.on~ {"'lut , 

I ..,ePn T ·~ ,.,.,reel -;>,,.t - .. 1 ti-o•1t '::1'lk1n~ to "1., 
rt'OPntl ·· - t"Pt T :~n,.l' .. ,.,,.t l•r \··anted I'P t~ t"'e 
"')!'!,....e1~lrF ell 'c! • ~pr, ... . "'~ you ..,,..!"'! ~F -."P ~t-r~ 

pvrrvt ....... in- t! ot l .. e coult "r'- f'or . 

"'er . 

'lo1· l'i"el" von -·.-+ rt ~ht cio·"n to 1t t,..,P 3-n': 1-'111 
bE' nn ew1";.ll 1 ot ~,. t' PI" of ... I'Od ~:hen you l ook ,.t 
t'JP !l:>nct1on~ thl'r 1 e hrvr tor·~>ther we lool-: rt 
t\1<> .. ea·-m<"FF of onr no111t1on 1·hen you -pt rnn1ly 
no.1m to t>,r ">l"C'Ot~op1 end o~ t!'o,.. t'·ln~>' a..,d t• Pt 1 9 
llhl't :V01' 1 V(' "Ot t'l l"o'· ('t • .,. tl1n'• th~>t I-'('

1 VP 
<"Ot t> C\~>-r.Pd ~ood '1ro--,. . .,...,,.- · ·e real 1 y nerd 
1 11 no-E' lP<"'1<\lPt1on rrnlly to dO?P1 .. t••, rl ••tn'tlonll 
1.1 '"'e tJ'-iF . 
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And in,..s.,uch 1"9 l'e ~IIVPn' t '?'Ot 1,., I t!-!n~-: ve•rc 
B"'l'l' t to tr•: to t11.>re t' e be~t t r ln«t" 'l:e • ve ~ot until 
WP can ~et oo"'cthin~ brt·~r . 

''on • re r1. ooh t . 

vou • ro rl<l'h t . 

Ant\ i t Has with thl't 1n "'ind th:>t 1re 'I"IOr'•rd - tried 
t o ;1or•· t h is thin- out 11nd "'"t thP ,,.,~t we could, 
lulor·lnoo t"P t eft Pr nll 1:e ''"r"n ' t i n suo" r fltr"n,. 
':)Osition o·,rspl ""II 11! ':h re .. l"re'1ce to our P .. l' t•Jt<)ry 
""O' ~Pre. 

vou ' re r !rl' t . 

•.:ell , not·, I f'U')">OPe if' -r .. re was P.nv cuellt i on on 
thP OP~ 0~ t!>e '!'t."'C t 1Ct the PreF!de"lt riO•Jl.d tli''.P 
thPt u:-> r.'l t" Jesre, •·oulc'!n • t he? 

I should t hin'• he ,..,.,,d . 

Don't you think it "ll'Y be "'ell to "'Pntion th11t to h 1"1 
t o"'orro'l· th•t it ' P o-ot to r-o OVI'"' to ~sse "nd 1<" 
t"'E"re • s en·r, t' At hr "'liV not be t h r ou-h yet . 

All. rt-ht , I ' ll. "lent1on ";1--nt to h1"1 , butT don •t 
loo,,. f o .,. Pn'-" tr?,,,,, ~ . 

"ell I d')n 1 t "1-hrr , but cA"1n i-:; , 1 t 1 fi Jun t eo wel 1 
to entlci""~e an<' l,.t rc "ree!<'ent '':flow '~t"ile 
;oou •re secin- h 1"1 tr.Pt t"!~ t~1n- p~ter Pl ' is only 
o w>!" wtth a!'trr J es"e 1'-rees to ')Ut u., .. ..,,P ,on"" · 

':'hat's ::- i"''·t , but o" co•1rse :onil !n trls C""e , I ~e11n 
t:u~t • s bp..,,•een Je11re .~nd -h(' " !"rF:1dent . 

''ell I 'kno"· the t but i f you 1nr 1c8te to thr Preni.c'ent -

Oh yea. 

That that is ao"l .. th1n<- t ',r t .,,.v hP ve to be done end 
so he doesn ' t thln'.o: thflt he ' s co-:1)letely out of 1t -

Bell hPs tolcl JeA~e the lnet t'l·enty-~our houri! Pll 
about t his . 

\ 'el l! don ' t 'Ohink th,..re ' ll be MY trou:•lP wtth 
Jesse . I think he Yna a little ~eeved 11t first, but 
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:i thl:-;.· ... ~,.. , ~, I t' 1r'{. "'t! • , "'!'""'Ct~~""'l eno,,-h t,.. 
!.:no\' t>-~t tr ,.,. , P nt'· l · .. , ~P "or '-tn -, c!o b"t 
ro t"r..,··-'1 ,.. t" t' P "r"--r".., r nd he 1-:on • t trv t? 
· ·rite P t1c'·et tl•nt \'O•J'~ II"'C<>t !t . 

-don ' t thtn~ hr w111 . 

I t'11n't h<" 1rnntF it . 

- t"ll yo•t , ~ ~ tr re • r- <"nY t r o•tt.le I ' ll l"t '10'1 
· ... no\' . 

~"in" . 

-., l l~"".L :V01J '"':10\-t . 
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•·o· :_..._,:~~ C:~~ O"" CO'Jrr(' ,.,.,,, }l:n~· · 
1 

tl--j')t thP:V 1 rP tn''i"'~ 

ti~1r. ··!-~O'J- - tt.1n- •· r.: ~!.Yed •r> . 

And J: thin': ~""t t'-rt 1~ -1 r n:-r.c-1cl',_ t:.,tn~ tn do 
rnd r • , delt~"tct" t"rt , nrrsonPlly , thot -hC')T ~ 1d 1t 
bl'cnnse 1 t lnn'rp(j !'or E! t1"'" t' :R t t~ev "11W not do 
• t . 

'iell I'C CO•t'-"n ' t I'Ol.'IP tl"C SSC . 

"o •·e CO•Jldn ' t no V' 1t , b•t c- "1-:t> l!a'1e tl"ll' , i'lo-f'"' 

C?1 t1.cl t~..:-o' ' t• •,. '"""!'t)~ · ..., ot·r~ o"l ~.....,~ "'TO'lr.~ t."!a• 
t· . .,,. "er, •;n<>blE> to -,..- t>-,.- ... ,.--l,.C. ~>t t"1" t1"'" · 

"e~cl I uncPrr.tnntl , no, I un~prs·e~d , unlp~~ r•, 
·,~c~-, t:.,P:t t'h,.. ~,"·~ o'*"' \",,.:-"ell 1c t" -rePin"" to ti:1o 
uncond1~tonc'lv . 

~"""t ' e !"!. .... h - . ~"'\...,. r,... , F "" cond" ti"ln -.·;...- tevrr. ':'' .e 
~l'r'· of A~Pr!cn 10 ,.,_r!'f" \ r.- tfl this '?ro--r,_., b,1 t thP.'f 
d1t'l hlwe Po··c dt~onrr1ono · •ttl tre SEC enc! tr!'y • 
I'"I'C' trt>e·ea. " <'!'"Hell l"nd t' e !"":C , es I undcrrtrnd , 
\nci'oR.ted tl:'!rt if thrv ' <' 0'0 throu-h vith cert' ln , 
- , .. , ta certl'1n - !".l'''1n~ t"1endeCI •tnte"len t nnd ~o 

~orth , •'hnt 1 t •·nr 111-rly th~t t'hPt t his thin,. could 
be c'1s~1e:red !'t oo"le l~>trr dllte lf~en e v<>rytr1n-
l:oF co=li N' " ' t h "nd ·trr r!'corC'. -,IF s con,lr te ~>nti 
-ro•:r tre'i a. r<'anon, yo•t I"E>f' . And ::: tal'~ed - Cuflh1n.,. 
on,,od ""'!e u1 , ~ '":er •t.~t , "'nd said tr:~~ 1t \"t?S t""c 
'uert they cou.,d t'.o encS. :'".rt ~c !"elt, 1n P..,i.P ?f 
~::c 'cc· thr.~ 1~ co•t1d be £e~tled er:';1rely ~!:nt 
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''rll , l<>t • s re.-, I <'on•t- t CE'rt< 1 nly -'"'n ' t p•-.pct 
Pnv tr~uble fro"' the Prrf'ident , I thinl~ ht:> ' C. hnve 
evPr :• rE'c.son to be hl'"hly 'llcnred . 

lie11 I t~ouli! think Ao . C'.or1• vr-r• . 

And I thinl: rv,.r;vb.,~v did e e\'ell job . 

' 'ell I 1 "'1 r-led ;vo•• "cl'l_ tl-.. t ~:ey . 

0!:! ye-s . i 'eJ.l I thin': PVPrv >od;v did a nwe-11 job . 

' ·e - "!y P"Od , I 'lPVI'r ,.., t ruch e. burn by tht- tl'il 
1n M;t life , but 1t ' r been " "'rth 1- a).l , it ' ll rt-all,. 
bet>'! ~:ort"' ":)'(' of"ort to !'"f't a ~eEl' l1'<P thiA 
c'e,.ned w·•. 

'.!ell. ··"E'n ~!:.-.~" ve "''""""<'- 1t l!l'd te':e tl'e cP-.i'l'l , 
'''h:V I trink I •., -oln~ to ~1ve " -.rrt;v. 

''o but I '11'an ;:1->l'n •• PY ' vro tnl<:en - the T!FC hPfl letn'lf'd 
the., tht' Money. 

Vns . 

I rPnn ·~en it ' c oll fln\r"ed . 
1'e1.1 t""t ' " rl~"ht . I - t!'f' onlv "0B~1.b1P t'•t"''.C•J1t~; 

cou::.e c?-,. o• co••rre 1n ->.e Prttcles o! 
aslloc1et1on bPt~·ePn _,_,r Co.,-.~::-o11Pr ' " of"lcp end 
JesPe end ! told ?r~>ston Pnd Dan thPt · ·e .. -111 "f'l t 
th11t the M'I'eto-"nt ~_.,. Pn ' t co-.'lleteC. un-11 tl"!l! t ~:1' B 
CO"l!)lt'ted . 

That that 1 B s t ill 'lll' r t of thf' 1utr eenent and tht>t 
we \·rere r-o1n- to be 1ntrrPAted in 1 t and trev Ol'ld 
"'.Te ll , the 0011'11tteP hi'Rn ' t been dis "11ssed unt11 
the .,ont:>y 1 !1 tnrnee. over •. 

0 . v . eo lon<r. 

All r11!"ht tl>en . 

Cheero . 

C-ooebye. 
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''e::-oh 11:., 1'3Lrl. 
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I .1u r<t 1:~nt"C1 t., te\1 :vou t'1et I havt> J•.tr.t rl'or1vrd 
~·orll trat the 'lonrc.' o~ !>1 r,.o~ore , out th r" in 
Se.n t""~.,ctscl') , P'O"".,..."V"t\ tl-11 cr -,ro-r""""' · 

A!'ld the '""~,r::-, 1c ~ t't t•il, b<- ln +1'e "').9...,,.rs t-:>--orr-o·· 
"'"'Orn1n-, n'l~ \n ... ,. f'l,.t,.rnn'"'n ,~..,rro . 

··e1.1 :•11 •e,., tl ~ ~~~P1~ent n"l~· . :i:'" l .... t won! 
to h1"'1 . I ' ll "!'': h\:'1 u1•<'T1 rr he \/on • t &ee 'JI' 
to..,orro•. ·. 

A, =-'"'"t . "t>VP :vou 11n:v ideP ·tJ-t>t t1.,e trct ~:oultl 
be , "!' . Seore 1:t>r:v . 

:rt •-•ill ~a\'o to 'oc tn t> f'l "or,.noon . 

I Jn"t 1:an•.,c1 to br b.,ne<' U'> on "~Y n1,.ht >:orl-" h• re , 
ro th,t I ' ci h"VP t'P - ooulc'! nnPHE'r any ruectlonn, 
thP.t weF I'll. 

''el.l tt •·t'l "e ro-ct•-r in t''e forenoon! ho"lt' . 

\ 'C 11 T hO':)E' 
\!On 1 t no'· . 
record h<'re 

it l·ror'•A . I ju11t al'n 1 t &eE" t:hy 1 t 
I th•.nk tl1ev 1 rt> '>utttnc- tl'<>'1Relvr-n 
l'.nd I hor>!' it t urns out th~t t way. 

I think evervbodv hrn dOnP a wonder~ul Job. 

· el, oon-r• tul,..tlorc . 

r.oodb:v.- . 
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"' ." . rr : Pe'lo . 
C•lV 
~·c1 vrr" n-: HE'l.lo . 

. . . .Jr : Cuy? 

. . ' vee . 

,·. ·· .. lrr : 

:rea . 

. ·r: On th! s so- fte.l'r<' Inc'1one. cPPe , I ':1nd of' ')Ut t' 

little -,;:-es~>Jre on r 1 "'r -re" today . 

,. ' . J!"' ! 

·: . 

r ... . Jr : 

. , . 
•~ •r •"" " • u • • 

•• • • T 
• 0 ~: 

., . 
··. '' . Jr : 

·..: '. ~.,.. . . . '" . . 

And t he -:>oor :!'ello\· 1nn ' t ..,hy~lcel.ly well eno·J-1) 
to tae:e 1 t . 

~~rr~~ore 1f it ' ~ a~rc~nble to you I ' ~ vo1n~ to 
rsk ~r,rold G'rPvcs to oort of aten 1n on t r ia 
t h in"" for "'!e Pnd tor .,e , 1'" you ' re a5"reeablc . 

"e~ . 

A,..d sort o:!' tr:v to c' een t~1s tr1n- u-, one 1:e.y or 
t~e ot:OPr. 

··ee . 

Ia that IIC>Teeeble to yo•J? 

'.I ell then , be~r1nn1n,.. t oMorrotl , I • n f"01n-- to ~tel; 
1"arold t o i!!1Ve h 1A undivided attention to thi e. 

Huhhuh. 

And nobody ele• . '!ell I -,.an kee-o you end ~e 
infor-1eC. 1md be r f'"!>OnP 1hle t~ t"e U:o of •H• 
j o!ntly. 

90 

Regraded Uclassified



... 

... . . , . Jr : 

.. . 

.. . 

.. . . Jr : 

" • 

... . . ...""' . 
0 • .. • 

.. . . -.,..: 

... 
. :r : 

91 

- ':) -
... f"f" 0 

!A thPt !'1.1 !"i"'ht? 

F'ir.P . 

Ant! l ' rf?!" could ;vnu ~t'l' hi"' to'1orro1> A' he cPn 00'1C 
O V" :" ~>nd start ul.tr vo" "ir~t? 

~·ell ! 11} SP" h\...,. P.ny t!'"'('l ":l t, rt so nc ""O - I 
thin'~ i : • s -

"1nP- t·~ • rty . 

•:ell I ' d li'•p "1.., rt ..,, n1nP- t!'-1rtv '1P"tin"' . 
Could hf' b!' t'lrr.- Pt tPn-tr1rty? 

'·'Pll he ' ll co.,C' 't.o you rnd ~·ou ~end for E1.'1('r Plno , 
rec? 

So "'l.,,r - ! tol~ !1 "'P.r I ~:1>c P'Oin~ to do th1r , !lee? 

"es . 

•. rr : A-1c'i he end -:1.'1f'r co..,P to vonr of!'ice €\t tf'n- tr\rty 
to'1orro~t . 

·· . ... . rr : And t'hen ...,e 1ll Prt ho~1 you feel about i t , 11-nythi n"' 
thct you ,ave , but I went unrold to P'ive h i s 
undivided attention to this. 

Yes , I'll r1~ht , !'11 be ~1nd of thnt. 

"ou' '1 oe PlPd of ·hot? 
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vcs. 1ndeed • 

•.:ell t~en he ' ll .s tnrt l"i th vou to~orroH 11t 
tPn- t~lrty, Pnd hi' ' 11 etlc '~ v l th t h !l" th i n<" 
un t il i t ' s c1 e l'ned un . 

Yea , flne . 

"' eo~>use E1"1Pr l n not well enou,..h. 

92 

I! ell I t r.our"'t he lool<:cd 1'1-rl'ul1y h l''""'erd yel'tnrday. 

R11!.'lt. ':'~en1~ :vou . 

And any t 1'"1e YO" n\nt to reP ne on tl->!s u t th 
"p.rold, :: 1 ., ·wP.!lnble . 

All r!l!'ht . 

BecC'u s e I - I 1 VI' j uf"t '1'0t to P"P t in Pnd ve 1 ve I"O t to 
olE>an i t un onP vll'Y or trP othE'r . 

I think that 1 s r1~ht . 

E1 thcr 1:e hPVP EIO"'t'th1P<· or ~1e hPven 1 t . 

':'hPt 1 1' it . 

ves . 

0 . T<. 

All r 1,.'1t. 

And any t 1-e ;vo•J l 'pnt. to 11ee l'le , I 1 11 se p vou nne'! 
Hl" ro1 <' . 

All r1~t . 
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Wr. Berlcebire llr. Helvoring 
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11r. Birateld Wr. Kiley 
Mr. BloU&b Wiu Lonigan 
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8 Wr. Sloan 

C&pt. Collins llr. Spangler 
llr. Delano Wr . Tarleau 
Wise Diamon4 Wr. Upham 
Illes nanaaan Wr. White 

(. llr. Wilson 
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.. 

Regraded Uclassified



reply refer to 
841.24/208 

DEPARTMENT OF STATE 
WASHINGTON 

!.!a.rch 14. 1940 

94 

The Secretary of State presents hie compliments to 

the Honorable the Secretary of the Treasury and encloses 

tor hie i nformation a copy of no te no. 82 dated ~rch 5, 

1940 from the Canadian Legation, s tating that the Anglo­

French Purchasing Board, under t he Chairmanship of 

Mr. Arthur B. Purvis, is acting for the Canadian War 

Supply Board in respect of purchases in the United States 

for Canadian defense services. 

Enclosure: 

From Canadian Legat1on, 
March 5, 1940. 

I 

.v-7 
v I .. 

' 7 
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(con - RBl 

CANADIAN LEGATION 

WASHIN<YrON 

llaroh 5, 1940 

No. 82 

Sir, 

I have the bonou.r to state that I am in receipt 

ot instruction& !rom the Canadian Government which enable 

me to into~ you that the Anglo-French Purchasing Board, 

under the Chairmanship or Mr. Arthur B. Purvle, la acting 

tor t he Canadian War Supply Board in respect or purohaeea 

in the United States tor Canadian defense aervloee, 

The Hon. Cordell Hull , 

I have the bonour to be, 

wlth the highest consideration, 

Sir, 

Your moat obedient, 

bumbl e servant, 

LORING C. CHRISTIE 

Secretary ot State ot the United States, 

Washington, D. c. 

Regraded Uclassified



I 

0 

0 

I 

0 

llarcb :U. , 1940. 

!ut Cout Ship!!1RC SU.uatlon 

Further sales and cbertering of ebipe formerq engaged in 
the intercoastal trade served to make the intercoastal space situation 
more critical tban ever. Cargoes both eastbound and westbound were 
goin;: begging, as the Unes with reduced neets were coapl.etel,y 
deluged with offerings. Because of the n&ture of its cO!o:IOdl t;r, the 
luaber iulust:ey was suffering the wont froa the shortage, although 
their dewuna for apace were having a co111pansatocy effect upon general 
cargo space at California porta. Low-&rade and low-rate oo011110<11 ties 
were findi.ng it increaeiQ8ly difficult to get accollllllodatione, if aey , 
under present conditions. 

The intercoastal lines bave announced general rate increases. 
A vessel was taken under cberter for a voyage in the intercoastal trade 
at undisclosed terms. 

The offshore trades were quiet, eapeciall,y thet to Europe. 
Cargo was DDt offering in very good vol~. The let-down in the European 
route was ascribed to leek or interest in Pftcific Coast agricultural 
products. The Britiah Unes contiaued to operate in secrecy, and little 
or nothing of consequence could be r eported in thi s direction. Othet" 
routes were quiet end lumber rates reiDBined at approximately $50 per 11. 
The steamer WEST NlLOS was taken under time charter for four to six months 
for Atlantic trodingJ the steamer PETER KERR was cbnrt ered for two to four 
months on a t1.111e bosie for general trading on the Atlantic at $4. 50. These 
vessels were taken out of the intercoastal trade. 

Except for the animation ceuaed by shippers getting careoes 
111oving before tax dB¥, the Oriental range waa DDt perticularq active. 
DeiiS.nd for space waa fair, and the linea were having DD difficulcy f'ilUng. 
Screp, which continued to offer in good volllllle, was being bookod by the 
berth lines at between i'lO and $11 for r&Ue and between $lll and $l4 for 
No . 1 melting. There were no charters for scrap reported, but a vessel 
woe taken on e time basis at $5, delivoxy i n the Far Bast end redelivery on 
the o. S. Atlantic. Lwber to the Orient appeared to be quiet, a!XI no new 
business was reported for Vladivostok, which had been somewhAt active 
several weeks ago , 

Busineaa, especiell;y gene el cargo, to AustraUa and llew Zealand 
was beapered by Goverraent restrictions on eertai n American iJiporta . 
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SEcrEtary of State , 

Washington. 

644 , March 14 , 

FOR TR~ASURY PRW BUTTERWORTH , 

PlAIN 

London 

DatEd March 14 , 1940 

REo 1 d 1 : 05 p . m. 

ThE negotiations for an Anglo- Norwegian payments 

agrcrmmt referred to in m1 111 , January 12, 7 p, m,, 

result ed in thE conclusion of an arrangemEnt bctwccn 

the Central Banks of thE two countries similar to the 

Anglo- Swedish arrangement reported in my 341 January 5, 

7 p. m. ThE agrcrm cnt is valid until JunE 17, 1940, and 

can be denounced thereafter on one month's notice , The 

following noti cE was issued by the Bank of England t o all 

b•nks , 

"t<orwcgian banks and c r.rta in pri vutc Norwegian holders 

of s t crling will shortly open 1 special accounts 1 with thEir 

banking correspondEnts in the United Kingdom. Thes e 

accounts arc to be regarded as domestic accounts for the 

purposes of Exchange control and b c.l'lncrs standing to ~hEir 

credit may only be used for payments Wl thin thE sterling 

area , 

"Transfers 

91 
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- 2- 1644, March 14, fror.l London • 

"Tr:msftrs from one NorwEgi an 1 SpEcial account ' to 

another will of coursE bt pcrmitted but any payment from 

such an account for tht credit of a for c i -:n account should 

bt rEfuSEd and rEfErred both to 1hE Bank of Engl ::md (Tr ude 

and payments section) and to tht Norwtgi un princ ipul 

concerned fop reference to Norgcs Bank. 

•Tht sam£ conditions \':111 apply to Swedish 1 special 

accounts ' certai n of which h~vt ~lrtudy bttn opened excEpt 

th~t in the cast of thesE accounts p~ymtnts may also bt 

made to Btlgium and Brazil without rtftrEncE , 

ThrEe post- war p aymEnts ~greEments h~vE now bttn 

concludEd providinG for ttmpor~ry blockin~ of sterling 

b:~l,ncts 1nsof"r 1s thcr a ccrue from unbalanc td trndc and 

fEriodiC 0 EttlEMEnt by 130ld p~~'l'lE'l ts D''.hltly W! th thE 

ArfEDti!l£1 SwEetEn ::nd Nor\IOy , 

'fht l\ri tish Trtssur:' EXp(C ts the t an ayrrEm tnt v:i th 

Dtn~cr1c ~ill in duE course be reached , SincE Ltnosrk has 

an unfavorablE balance 01 tr~de with German; it is anxious 

to kcrp Denmark short of foreign Exct:an-E and thErEfore it 

ls somewhat conc erned lEst thE Export-Import banks crEdit 

to Denmark be of a cl'>..arscttr to permit the Danes now to buy 

in the UnitEd States for credit that which bEfore they had 

to pay for 1'1 cash . If howEver the crEdit mErely pErmits 

the Danes to buy from the united Statts on credit that which 

the:· prt v1ousl:· bOU£ht in GErmany, thE 5ritish Treasury 

would bt corrtap:1dinc;l~· sstis!itdi 

ThE 
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bam - 3- No . 644 , !.larch 14, 1940 , from London 

ThE Br itish Tr casury statEs that t h E Dutch havE to 

datE shown "no intErEst" i n maki n (\ a paymEnts agrEEmEnt 

and thE Swiss to datE havE not shown "a dEsirE to play" . 

ThE British TrEasury statEs in strict confidEncE 

that thE nEgotiations with Spai n havE now rEsultEd in an 

agrEEmEn t along thE l i nts rtportEd in paragraph 2 of my 

71, Januar y 9 , 6 p . m. This was to havE bEEn signEd thi s 

WEEk but tht Italians havE now rEpresEntEd to thE Spanish 

GovEmmrnt the importancE of an I tal o-Spanish agrEEmEnt 

bring signEd bEfore an Anglo- Spanish agrEEmEnt . ThE -British havE bEEn making a conscious Effort throughout 

thESE long drawn out nEgoti ati ons to bE patiEnt and it 

is likEly that this will bE just too much . 

In thE ncgotiat1ons with Ital y for a largE scalE 

coc:mErcial 1n tErchangE (Yihich in thE main mEant coal for 

armamEnt manufacturEs) thE quEstion of o clEaring agrEE-

mEnt was not mEntionEd . ThE British TrEasury statEs that 

it EX pEc ts shortly to bEgin convErsAtions with I taly on 

this quEstion which will pErhaps 1 Ead in timE to thc con­

clusion of a modi fiEd conll!ltrcial nrrangEmEnt; its position 

is that insofar as thE Ita lians wnnt coal thEy must pay 

for i t v.-tth pounds or goods t~GrEat Britain rc~irts , 

As indi catEd i n No . 378, FEbruary 13, discussi ons 

a r c taking plnct wi th Ruman~a . 

KEiiNEDY 
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HSM 

SEcrEtary of StatE , 

Washington , 

346 , March 14 , 7 p , m, 

TRE ASURY FROII I4A T'l'HEWS , 

GRAY 

Par18 

Da ttd March 14, 1940 

Rtc 1d 2 : 44 p, m, 

100 

ThE Bank of Franc£ statEmEnt publishEd today shows 

thE changes resulting from thE recent gold revaluation 

and thE gold cession to thc stabilization fund, Gold 

rEservEs now total 84 , 000, 000, 000 francs . Tht revalua­

tion added 17, 338, 000, 000 francs to thE previous 

97 , 275, 000, 000 to a total of 114,613, 000, 000, ThE 

ctssion of 30, 000, 000, 000 rcductd that figurE to 

84, 613 , 000, 000, Si ght asscts abroad and short- tErm 

bills nEgotiablE abroad wert liktwise rEval uEd rising 

from 79 to 92 millions , (OID SECTION ONE) , 

llURPHY 

CSB 
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.. 
HSM 

Secretary of State , 

\'Ia shi ng ton, 

GRAY 

Par1:J 

Dated March 14 , 1 940 

Rcc ' d 3:05p. m, 

346 , March 14, 7 p , m, (SECTION To'/0) 

The statemEnt also shows repaymEnt or the 1938 advance 

to the state or 20, 473, 000, 000. The state has drawn 

300, 000, 000 further on its original war time authorized 

advanc e to a total of 20, 350, 000, 000, Current accounts 

and deposits arc reduced 3~ billions to 13, 393, 000, 000 

(resulting from the approximately 3i billions required 

of the s tab1li za t ion fund for thE aro1•csaid rc imburs c­

mrnt or the 1938 advance) gold coverage is reduced from 

55 . 75% to 49 .52~. 

MURPHY 

1\WC 
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HSll 

SEcrEtary of StatE , 

Wash! ngton . 

GRAY 

· Parh 

De. tEd !.larch 14.; 1940 

REc'd 3 :08 p . m, 

346, March 14, 7 p , m. (SECTION 'IHREE) 

During thE pEriod FEbruary l - 15 dEpos i ts in thE 

National (Postal) Savings Banks totaling 209, 000, 000 

francs and w1 tbdrawals 18, 000 , 000 , From January l to 

FEbruary 15, 1940 dEpos i ts i n such banks EXCEEdEd with­

drawals . 

A d EcrEE publishEd i n today 1 s Journal OffioiEl givts 

thE MinistEr of Public Works and Transportation thE 

authority to rEquis1t1oo thE pErsonnEl of road transport 

rn tErpris ES. 

My tElEgram No . 335 of yEstErday . ThE national 

dEfEnS E CrEdi tS rEQUEStEd by thE SECOnd quartEr of 1940 

total approximatEly 55,0001 000, 000 . (END MESSAGE) . 

MURPHY 

CSB 

102 
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1!Z r'OIA!:A INVESTIGATIO!IS !.!arch 14, 1940 
2 : 30 p . m. 

Prssent: 

H . ~, . Jr : 

Sulli VIII\ : 

F.. ~· . Jr: 

Sullivan: 

Irey : 

Sullivan: 

Irey: 

Sullivan: 

1 . 1 . Jr: 

Ire;r: 

Sullivan: 

H. II. . Jr: 

Irey : 

Hr . Foley 
Mr. SUllivan 
Mr. Irey 
!Jr . Schwarz 
Lira Klotz 

I talte it , Sullivan, thnt what you sent me 
about Drew Pearson isn't confidential. 

l!o . 

There 's a leak around this place somewhere. 

~tis ~;hat disturbed ce . now, at t .hat 
conference I think there was also Kades and 
Leming. Sullivan ~asn 1 t in, vas he? 

tlo , not at the conference you were referring 
to . 

By itself. Nov1 , you (!roy) didn't see me either 
Friday or Saturday, did you? 

No , I understood you had gone up to New Hampshire 
Friday or Saturday . 

I went up Saturda;r. 

Rave you fellows rehearsed this before you came 
in? 

I just got the memorandum before I came in. 

I 6.sked i:lmer if be had got the me1:10rendum and 
he said no and he c~e in the office and I 
handed htm a copy of it . 

It looks to me as though they had rehear sed it • 
They have got it do'm too pat . 

Seriousl y , where do you think this thing could 
be coming out . 

I hnven 1 t the s lightest i dea . I just g lanced 
through this before I came in. I just got it. 
In the first place, it says that he had informa­
tion that Irey had conferred with you {Sullivan l • 
It doesn ' t say Irey told him that, by the way , 
or did he say thatT 
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Sullivan: 

l"OY : 

Sullivam 

Irey: 

Sullivan: 

Ix·ey : 

~ . · . Jr: 

Sullivan : 

I rey: 

Sullivan : 

ll. t. . Jr: 

104 

- 2 -

llo , he didn 1 t say that, 

It just says he had 1nfor~tion that Irey con­
ferred with you. In the second place , there is 
a statement to the effect that Irey had discussed 
starting grand jury proceedings 1n Indianapolis 
on ~rch 12. Let ' s see , di d I discuss that on 
March 7? I don ' t lmow just vthat you mean. In 
the conference report i n my memo to you on 
Thursday of March 7 , "Irey had discussed starting 
grand jury proceedings in I ndianapolis March 12. " 

That is right . 

I don 't know what that is all about . I haven ' t 
discussed any such thing or u:ad e any comnent on 
grand jury proceedinss at any time . 

You d i d that day. 

I beg yom• pardon. I didn 1 t discuss anything like 
that. If you say I did , you must have been mis­
taken. I have had no thoughts of any grand jury 
proceedinrs , Y~ . Secretary , and that is a ll I 
have to say and I haven ' t made any comment in 
that respect . 

I a!:l full of airplanes and what each person said. 
':'he only thi~ that disturbs me is that Drew 
Pearson should know at tho drop of a hat <that 
is going on. 

\/ell, it disturbed ne, too. 

As far as Drew Pearson is concerned, I think I 
have met the man once or twice but he doesn ' t 
say in there that I told him. 

Oh no , he didn ' t se.y that . 

This i sn't an accusation mooting , this is just 
a meeting to put our heads together. Looking 
at a l l four of you, there is too damn much 
talking about the t~hole case anyv ay. .:.verybody 
knows tho business . They have it before I know 
i t , beginning with Ray Tucker. Be was the first 
fel low to have this thing. Ho was the f irst 
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.,chwarz : 

I! . !! . Jr : 

Sohwarll : 

u. ''" . J!": 

"'oley: 

• '" . Jr: 

Sullhan: 

:cloy: 

Irey : 

10~ 

- 3 -

fe llow to break it and starting with Ray Tucker 
right on down the line , there hae just been too 
much - they know every s inc,le ::novement we make . 
I think I am correct. He was the first fellow, 

Ray tells ce that he had mentioned it to you at 
the time of the press club dinner , that was on 
December 7 , that far back . 

Did you eay gratefully? 

No , he d~dn ' t say gratefully , but gl eefull y . 
He fe l t like he had a scoop or something . He 
was gl oating . He said you wouldn ' t tell him. 
He said, "I told your boss and he di dn ' t deny 
it. " 

I haven ' t denied it . There is just too much 
talk, tal k , talk on ~s case , 

17el l , there are three columnists who !mer about 
it , Clanper , Drevr Pearson and Bob Allen, and 
'lay Tuck AI'. I don 1 t r emember seeing anything 
in Joe Al~op ' s and Bob Ki ntner ' s column. 

But Tucker started it . 

Harlan t:iller was in yes t ar ay afternoon. 

Yes , ha has wri tten about it . 

\I ell , Drew Pearson and Bob Allen have written 
a number of t1mes about i t , but of course there 
is one explanation of t hat and the onl y one I 
can make is that they must have known there wa s 
an i nvestigation going on , because there have 
been too many people interviewed for them not 
to know tba t , but for them to knoTr the facts 
of the investigation is ano~her matter. 

tlel l , El::ner, I am gettins to t he point rty~~elf, 
now, after reading Cla?per •s column yesterday, 
either you have got a case or you havAn 1t . 
J:ow, my Oo<l , you have be en on t:1ie t h ing - when 
you go in , if you di d , a ccording to Clapper, 
interview j udges and the American Legion peopl e 
and all the rest of the thing, either now you 
have got a case or you haven ' t and this fellow , 

Regraded Uclassified



Irey: 

~ . ·"~~ · Jr : 

Irey1 

H. ' . Jr : 

Irey: 

.u.:r: 

Irey : 

JI . ~•. Jr : 

Irey: 

H. M. ,Tr : 

! roy: 

- 4 -

as far as I can find out , thi s man that has 
come down here, this agent Sulli van, a gain 
he is down here and has he produced anything 
neYI? 

\/ell, I think he bas , Hr . Secretary. 

\7ell, "hat? l1ha t the hell have you got now? 
Let ' s ge t down to brass tacks . 

\loll , one particular item --

You have been at this thine for months and 
turned tho whol e thing upside doYm and what 
have you bot? 

~e particular item, answering your question, 
is the item of . 117 , 500 which is recorded as 
having been received in t:he Hoosier Democratic 
Club and their records show it hav:L'lg gone to 
the D~tocratic State Central Committee . The 
Democratic 1tate Central Committee records do 
no t Rhow the receipt of it. Dovnnan El der was 
asked about it and he said he was l'listaken, 
his recorc\s were wrong. lie 0ives no statement 
as to the cltsposit!on of it except that it was 
spent for the benefit o1' the party. 

Rave ;•ou any reason to believe that !J!cNutt got 
this ;>oroonally? 

llo , sir, I haven 't any reuoon to bel ieve he got 
1t . 

Hell, the point - are you agreeable to go ahead 
with the Oreenl ee case? 

>~y, yes , sir. I am agreeable . I have already 
told them to s et a report in as quickly as they 
could and as soon as Sullivan can get back there, 
the report will be sent i n wi thin 24 hours. 

·:~t kind, civ:tl or criminalT 

Well , I don 't know what he will r ecommend. lio 
is Goins to recommend civil action. He is 
going to r ecommend the assessmont of taxes, 

·flc --
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~ . , , Jr : 

ti . ~ •. Tt' : 

I roy : 

• , Jt' : 

I!'ey: 

li , ' . • Jr : 

Sullivan : 

, li' , Jr : 

Ire:r : 

H. !: . Jr: 

- 5 -

but whet:3er it 1s sufficient to recommend 
prosecution , I don '~ know . 

\'/ell, hoYI old is the Greenlee case? 

The Gr eenl ee case was tho first case we etnrted 
on in hUgust , 1930 , 

Exactly. Hasn 't that been closed? 

_or 

llo , sir , it haan't because we have been trying 
to ge t the lnforcntion out of Greenlee to support 
other cases out thoro , so we haven ' t closed it 
as a ratter of strateCY • 

',iell , are you ready to co ahead wit"l Greenlee? 

I ,·,ould say j\18t as soon as the report co:nes 1n. 
\lhen he t:;ets back there tomorrow , I will have 
the report in by : .ondo.y. 

This th ing doesn 1 t any that . 

Oh, I t hink i t does. 

Let me read it. 

"In the conference reported in my me= to you on 
Thursday, March 7 , Irey had discussed starting 
c;rand jury p roceeciinaa in Indianapolis ·:arch 12 . n 

' le don ' t even know r.e have e;ot a case against 
Greenlee. 

!io , sir, we do not . 

\.ell , you know, I always have to take t .1is . You 
don ' t ; I do . Now this thing has been knocked 
around all ovor the state , inside , outside . I 
never have had a thing l ike it in my life and 
everybody knowa mo:re about it than I do . A 
fellow comes in and he knows what happened this 
day and that day nnd this thing and that thing. 
I don ' t think you have got anythin6, 'Zlmer. 
I thouz,ht the Greenlee thin~:. ;:as all settled 
last August . I don't see that agent Sullivan 
has got anything. I road that report. I told 
you that - did he brina in anything new since then? 
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Irey: 

H. ~ . Jr : 

I roy: 

H.U. Jr: 

Irey: 

RS . Jr: 

Irey: 

H. '& .Jr: 

- 6 -

He brou8ht in another report in which he em­
phasized the t hings that he had said. 

But have you got anything on L!r . !Lcllutt? 

No, sir , we have not. 

Then let's say so. 

108 

Any time, Mr. Secretary. I certainl y havo no 
desire to continue t his oa se ano ther day. I 
havo simply boon carryins on because of in­
structions to go out and eo into the whole 
situation and we have boon tryinb to go into 
it, that is all. I have no desire to continue 
the investigation. 

Well , oither we have sooothing or we haven 't . 
Now, i f it has been since last August , we eith~r 
oue;ht to know by now that Hr. ~:ct!utt has tclcen 
money which he has not renortod or he hasn •t . 
NoYJ , it is seven or eight months , and if we 
have to hang the vmolo thing on t h is agent 
Sullivan , I don 1 t think tho case is worth that 
(snapping f inger) and I don ' t see why you don ' t 
say so. Either you say the man is right or he 
is wrong. It is up to you to say one thine 
or tho other . He is your man. 

Llr. Secretary , • .. e have been delayed s ince 
December try1ns to get an order to brin& Bo 
Elder into court . \io have thought all the 
time if we got h11:1 into court we would got 
him to do talking 'lllbich would force other 
people to talk. That is one of the reasons 
for the Greenlee case . We thought we could 
get o thor people to talk when VIe got the order 
against Bl aer. 

You certa.inly can 1 t, on what you ha vo got there , 
take thie man into court. L:r , Jackson sa:-s so 
and of That ! have read, I say so, and it is 
the other thins YO'bich I think ought to be 
cleared up , and you have got to clean this 
t hing up. llow, we are talking right hero in 
this room. These men say that they road 
agent Sullivan's report and the references 
that he nade , the chapters and verses , just 
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Irey: 

. , 1,~ , Jr : 

I r oy : 

! 'ole:· : 

I roy: 

:'oley : 

Fol ey: 

H.M. Jr : 

- 7 -

aren ' t so . /~d that is the report that you 
gave ~e to road, tho 12 pa&e s . Ei ther it is 
or it isn 1 t . 

I certainly uant to clean it up . I don ' t agree 
with thee. I mean, I don ' t get tho saoe con­
clusion they get out of it , but I v;ant to go 
into it and find out whether that 1s true , of 
course . 

Poley told me and I !mow he is right , becnu11e 
everything in here is my business , that if that 
oon worltod for him and put him in the position 
he did you anci if that ~1as a l awyer and ne gnve 
me - Foley en ve :ne a !'ull page report of reoo!'l­
mendation and I read :t and the misstatements 
in tho t , he sai d he T.ould ~'ire that man and 
either that is a fair statement or it i sn 't. 

;,ell, I 1'toulcl like to find out whether it is 
a fair statement or l"o~ . I have had lir . Hel ­
voring go over tho report and he has a greed 
with mo that it is not that typo of report. 

\':ell , 
and I 
and I 

lmor, I analyzed the testimony for you 
showed you what ho said in h is let ter 
shov•ed :;ou what the testimony was . 

Yes . have you anal~zod it in the light of the 
additional information which he has furnished? 

I am only talking a bout the letter Vlhich he 
sent you on the 13th of t>ebrunr y . 

Let me make t h is state:llent With respect to that 
letter : This letter c~~e over f r on Smn Cl ark 
on one morning. About noon , I think , I got a 
copy of it . I telephoned to this CL~ and tol d 
him to have a report in to me by airmail that 
afternoon. He v;rote it up in a bout throe hours , 
so if there i s a s l ight discrepancy --

It isn 't sli£bt . 7bere are gross inaccuracies . 

The whol e thing depends upon t hi s man ' s ver a city . 
Now , hero is Fol ey - I don ' t know \?he t hor you 
(Sullivan) went over that or not , but l'oley 
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\1ent over that thing, item by item, and I 
mieht as well say what you said, you said 
the JIIIJl lied. 

Well , I said it is inaccurate. 

And he said it is an outrage to give me a 
report like that. llow, I ha ve defended you 
and continue to do so, right or ~~ong, but 
m.y God , I want something I can put my teeth 
into . 

But needless --

And i f I have got to depend upon the man Who 
is in ~~rge who isn ' t t ruth ful , it leaves 
you and ~e 1n an ~possible situation . Mow, 
h ere i s Foley, who has my interests at heart 
just as ~uch as you have, and he tells me that 
th is stat ement !s full of inac curaci es and 
either - and if that is so , then it is up to 
yo11 to do some thing about it. 

It is , of course , and i t is up to me to review 

But that statement was made over a week ago . 
'lhat statement - and Foley said, "I am not 
saying anything to you, Ur. ~orgenthau, that 
I didn't tell to Irey. " He said, "I made 
exactly the same statement to Irey that I 
am making to you." 

And I had this man come in and write a 15- page 
report i n further explanation of his report 
and submitted that to !.lr . f'oley. I thouS)lt that 
further report of his explained everything. !low, 
11' it doesn ' t , I ,;ant to co t h rough it and find 
out . I have been o;aiting fo r t his cmference 
'llhich we had just ye sterday . 

Here is Foley right here . 

\'/ell , 1t didn 1 t --

I mean tho delay of this thing has not been due 
to - it has been due to - we were ready Thursday 
or ?rida:7 for the conference on the thing and 

:.!.0 
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I have been waiting until today ror it . 

r:ow, you a.nd I and tl r . Helvering and every­
body else are depending upon a person by the 
name o r Agent Sulli van . On lt.r . Helvering ' s 
recommendation , I took t he lawyers out of 
there , so I am sol e ly dependent upon Agent 
Sullivan. !low, I am told by my Gen eral Coun­
sel that Agent Sulli van gave you and you Gave 
it to ~e - and I t~re it that you r ead 1t be ­
fore you gave i t to me. 

I did. 

•••• a 12- page report and !'r . Fol ey says 1t 1s 
full or inaccuracies . llow, I don 1 t car e about 
anything e l se a.nd I am depending on you and 
the only thing that I have go t , ir I have got 
to go ~erore t he Joint Comcittee on Taxa tion , 
vtha t am I doing , is n report by Agen t Sullivan 
that my General Counsel said is full of in­
accuracies . \';here does that l eave me? NoY~ , 

you have got t o take care or me on this th ing . 

I am going to take care of you, Mr. Secretary . 

I will take care of you pubHcly, but 1n the 
office you ~ve got to t ake care of me . 

I am go1n0 to take care ol' this :natter. Just 
a s soon as I go out of here - as I s ay , I am 
no t convinced of t'hnt Mr. Foley :'las said. 

\ihat I want you to do, over your own s i gnature , 
and today is - a.nd I g i ve you until ~onday 
morning . I want n s \lllt!lary f r om you, wha t he ve 
you eot on anybody , without any grand Jury 
i nvestigation or anything more , what have you 
got on anybody who has withhol d paying t heir 
i ncome tax 1n tho State of Indi ana . I want a 
report from you on ~onday. I s that r air? 

Yes , sir , that i s entirel~ f air. 

I want to know L!onday tha t you he. ve or haven 1 t 
got any f acts t hat you can ~rove , tha t you are 

.. 1 1 ---
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75 percent sure of, against any individual, 
man or woman, in the State of Indiana. Now, 
I want i t J.onday, I want to know - and I 
just want it over your signature to me . 

Very good. 

And not this , that, or t he other. Just What 
you think and then what you have to back it 
up. 

All right. 

Now, the thing that I have beon waiting for, 
this life insurance policy, the premiums of 
which are paid for by t h is political machine , 
to ~:hose order is tba t lif e insurance !IIB.de 
out , to whose benefit? 

I couldn 1 t answer t hat to yon risJlt now. 

I hove a sked it fo r over a week . I have asked 
for it for over a week. 

~w . Secretary, I don't remombo r any such ques­
tion a s that . 

I asked somebody . 

Has it asked of me? 

You (KMJr) and I talked a bout it . 

Well , I asked about it. The fi rst question is , 
anyway , whether I asked for it or didn' t ask, 
I asked soMebody, and i f I did or didn ' t , the 
whole thine depends upon it , if it was made 
out to the Hoosier Democratic Club , it is per­
fectly legal and proper, Tfuose benefit is it 
made out tot If i t is the Hoosier ~~ocratic 
Club who wants to insure Ucliutt•s lire , it is 
all right , but 1f it is pai d ou t to Mrs . •cr.utt 
it is something else. I should think you would 
bavs that , because that is the only thing you 
ba ve r ot . I should think the t would be the 
f irst question you would ask. 

l'le have deposits of five thousand della rs each 
at two different times in two different bank 
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accounts in addi tion to the life insw•ance 
poliC!- · 

3ut to wt-ose benefit is the life insurance 
policy oade out? 

I Will let you know that. 

: 13 

I want to leave it now until ~onday and inside 
the 7reasur y , you have got to take care of me . 
Outside of it and tov•ard tho rest of thb world, 
I will take care of you . That is a fair divi ­
sion , but I want to know '"/here I stand on that 
thing . It is getting impossible and eve rybody 
ol se knows every cove t hat we make . Now, let 
me have sonethin£ !:onony 1 will you? 

All right , sir. 

And everything 1n this room here is absolutely 
in t he room, T:> lease . You haven ' t fallen do•:n 
on "'e yet i n six years . I don 1 t see v1hy you 
should now. 

I don ' t !lither . 

Let ' s t ake an inventor~· or the thine and you 
have it for ~ ~onaay . 

or cour~e , i f ;~ . ~elverin& had been here I 
think he vtould have hnd sane v1e•1s to present 
a s to his conclusions , also. 

I will have r.1m here at 10 : :50 l!onday. These 
St.me g en t lemen l!onday . Mr . Helvering isn ' t 
invcsti gatins this case , you are , Blmer. 

I havo consulted With him in regard to his 
advice . I an not tryinc, to shift responsibility, 
but I haven ' t failed to cor~ult my superior. 

~hen I called you in here , I wasn't goin£ to 
start - I didn ' t call in for that . I called 
you in because I was bothered to think t~at 
Drew Pea!'son kne~t ever•y single cove that 1s 
going on. 

His co l umn last week is still part of the saMe 
picture , too. 
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Chicle , you nre not making any ef.rort to find 
out whore Pearson got thnt? 

Oh, yea . 

It doesn't do any good. You will n ever f ind 
out . 

He said, "Oh, yes . " 

: 14 

I v:ill make an e f fort , but I ahouldn 1 t expect -­

Thnt won't get us anywhere . 

~e very worst t~g for public rblationa is 
to try too strenuously. He oay next •' eek come 
in and tell me in order to - I haven 1 t seen 
the fell o':t for weeks . 

The beat public relations that can happen is 
that if there is anything, l et 's prosecute to 
t he limit . If the re 1sn 1 t , let ' s say so . That 
is ~he best kind of public relations . 

We can ' t sa;; so even of.fic1ally. r;e have never 
officially admitted --

'itat thal'e is an investiga t ion going on? 

And the only ti&J v;e can say so is - the next 
question is to re.fer people to Justice and let 
them say they have got no case . 

Well , we can 1 t do that . 

No, I don ' t think we can do t hat , either . 

There 18 no obligation on our rart to say 

I think in fairness to L:cl;ut t - and I hold no 
grievance f or hLm - i f we have gone all over 
the State of Indiana and vre have asked every­
body questions and everybody out t here kno•rs 
that we aro investigating this s i tuation - he 
is a responsi bl e member of this Admini stration . 
The least we can do for h im, if we have no 
tax case acainst him, is to say so , that we 
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have investigated the reports that have come in 
here and we have found them to be gro1ll1dl eaa . 

Ue will say the investigation is closed? 

I agree with Ed and I will have the pleasant 
task of doing that. 

That 1a ..nat I am trying - I think 1t is un­
fair to you where you have not at all been 
responsible for the situation that has developed 
t o expect to put you in 

I am responsibl e at the beginning , when thia 
Greenlee matter came in I sai d let's go ahead 
and look how much c ore t here i s and let's make 
a complete study o: t his situation. I am 
responsibl~ when I heard about it - read the 
investigation of our Collector of Internal 
Revenue . I said , "It smells to heaven . Let's 
investi~ate , " and roe di d and I t hink at that 
time Harold Graves was in on it . 

Right . 

I star ted it, but as to - but the fact remain s 

"hen I will aeree with Ed t'hat 1t oight be i n 
fairness - you might have to admit --

I still want Irey to tell me 

Of course, that was - -

• •• • whether t his man, Agent Sullivan, is or i sn 't 
a reliable person and I can ' t - i t is hard for 
me to underst and when l''oley made t h e statement 
he did and that statement is a week o ld that 
you haven't made up your o'.\'11 milld. 

I gave Elcer an analysis of the letter and tho 
transcript. It showed the s tatement ~de in 
the letter, it showed the r eference t o the quos­
tiona and amwers 1n t he trnnscript and showed 
what wae said in the lettor wasn't borne out 
by t he re~erences in t he letter to the t ranscript , 
t he questions and t he ansv1ers . 
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It is a pretty stiff statement he is making. 

It is that . 

\'/hat is the answer? 

I am going to give you the anal/er Monday on it. 
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J.!arch 14, 1940. 

TO: The Secretary 

F'lQ.! : ~. Sulll van 
RS: Conference witb Drew Pearson at 10:15. 

After a lonp general discussion about the New l!acpshire 
politics and New Hampshire affairs, Pearson oaid be wished to ask 
a few questions about the Indiana and ll.cNutt oituation not from 
t he point of view or I'ITiting a news story, but to give himself 
backrround. 

He said he had been advised that last Friday or Saturdll;y 
Irey had conferred with m about t he advisability of institut~ 
,rand jury proce~o in those cases and he wondered what decision 
we had arrived at . (In the conference reported in 11\Y me<X> to you 
on ';'hursday, l 'arch ?th, trey had discussed starting grand jury pro­
ceedings in Indianapolis ~ch 12th) . I told b1m that the Treaaury 
Dcpnrtll'.ent was determined that no man, because he happened to be a 
public character, should receive either preferred treatment or be 
persecuted; that it was difficult to give to a man in t he public 
eye tbe same impartial treatment that is given the average taxpayer; 
that it is bard not to lean over backwarc!B in either direction, but 
that we !>Ave concluded that until whatever i nvestigations that are 
in process are completed, we would re1'use to deey, confira, or c<m:JCnt 
in e:rrr n,y on those cases other than to sq that whatever investiga­
tions were be~ conducted would be accelerated as 11111ch as possible . 

Be then 'lr.lllted to discuss the degree or acceleration possible 
and in tbe course or his remarks on tbis subject he said: •! lmalr that 
those cases have not yet been sent to the Depa.rtlll8nt or Justice and I 
am wonder~ how long it will take after they are over there.• I 
said that I thought ws would be able to conclude whatever worl< ws were 
doing in three weeks and told biJII I would be glad to let biJII lenoir if 
there was a change in t he t illle scheduled if he would call me within a 
week or ten da,.s . 
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..... 
TH( ADMINISTIIIATOfll 

FEDERAL SECURITY AGENCY 

WASHINGTON 

March 14, 1940. 

Mra. Henrietta S. lloto, 
Alaiet&nt to the Secretar,r, 
TreUU17 Depart•nt, 
YaGhiJl&ton, D. 0. 

Dear llenriet ta 1 

You ~ be intereated in the attached 

COPT of a telegraa t o Dr. Parran from Dr. Yilliame 

in China. 

Sincerel.7, 

~~·~7-=-A~aia~o the J4a1nietrator. 

ll>c1oeure . 
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l!J.DIOGRJ.M 

FOR P.LRJ!AN PtlllLIC HZAIIl'll 

CHUJIGDJrG, CHia 

MARal 7. 1940 

!!A!IO!I.LL HZJ.L'l'll ADMINIS'l'R.LTIO!l WILL COl>'TIIIUI MALARIA COlftROL 

VI 'DI STAn' 'IE TR.LIUD PJJUOD PROPOSED COII'l'IIOL .LT CITI~S 0'1! LOWD 

P.OAD AND L.Al!OR CAMPS Pll!IOD GOOD SET UP 17 lOLLOWJ:D '.I'HIIOOO!i P!lUOD 

L.U!VAClDJ:S .JUST J.RRlVlliG, J:SSJ:IITIAL SUPZRVISI LARVAClDJ: lORe% l'ft 

V!:EitS Ull'l'IL SOE'l' IST.Ll!LISHZS ROCI!:IJ'KLUR RJ:SEAltCR S'l'A'l'IOI! CHUABG 

PIRIOD RJlCOMMIND BUS!l R!W.Ili UN'l'IL Eli1D APRIL PERIOD IUIIQUEST 

AO'l'IIORI!T KT DZPAll'l'ORI J.BOUl' lW!CH IIGB'l'UII'l'R 

WILLIA)(S 

:20 
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STRICTLY CON FID EN TIAL 
TREAS URY DEPARTMENT 

INTER-OFFICE COMMUNICATION 

Dot.TI: l'.a.reh 14, l91K> 

TO Seere tar:r Mor&"ntbau 

'"o" )(r , Cochran 

In thit 110rnlng1a croup .. ettng, t l:.e Seer.te.r:r announced that he dea1red an lludJ.ate etud7 made of tbe question of crantlllf; financial auhtance to l.l'lnland. Ho •nTieaj!8d the uae of the StabilhaUon !'und, subject to apeeltlc 8p'Pr OYe.l b;r Co:~U .. • · l'he Seerete.r:r t hOU&bt or aaldllf; IIJt! or Tanner to ecce to thh c01111tr:r at .., earl:r date for a dhcuaaion of whet could be done. Be ltOilld baTe e prel1m­IJW7 tallt vl t b !Unlater Procope vlthln the next tev de.:r•· Tho follovlllfi tlr et tbO'Q&i>ta on thla oubJect are reapeettul.lJ' eubmitted. 

n ne 1o no question but tbnt !Qrti and Tanner are the two outate.ndl.Ofi mon of F!nl&od. The:r bnYe been reeponelble tor a larce part of the daYelopment of 71nl.and, bot h through handling of GoTernment flcancea ODd t hrough foaterlng pr 1Tato .-~tertek~- qtl Is an except1one.ll.7 capable central be.nku. Tanner baa ccn­otrw:the Ideas on bazlk lng, in addition to a reputation for succoae ln pr1T&te buelnen , lncludln& the development of cooperatives i n a vny that e.chleTed good ruulta vlt hout donloplnc extr.llll aoclalbm or preventlnt; bulinen inltlath e In !lr.lAnd. Since t hese aen ha•• been the two moat rasponaible ••bora of t he ,..r cabinet in 7inle.nd , It Ia nov conceivable that one or both of them ml&bt drop out o! tho 0on1'1lJ:lent , follovlng the acceptance ot the peace treaty. It 1o to be hoped tha~ l!Ttl vtll cont1.11t1e aa bud ot the BacJc ot l'inle.nd, but thh cr.m~ot be poal­tlnl:r expected. 

'l'hla mornlnc' • pre u report • lndl~te tbnt Sweden and l!orve.y bnn agreed t o n lOtlah a deteue e.llle.nce vlth ?inland and that Sweden Ia prepared to proTide ?lnl.ud la:>edlatel:r vltb credlta , loe.na and p~tbllc aubocrlptiono, to an estimated total of fro~ 48 to 72 o1111on dollare , for r eoonot ructlon . It vaa Indicat ed that part or the tunda vould be woed tor tortitlcatlone alone P1n1e.nd 1 a new frontier vlth Eu11la. !he outlook Ia t hus tor a detenolYe alliance between the three Sce.ndlnaTian countrlea, oinea l!o~ and Sweden au at neceaaarlly be alarmed onr the demand• wblch Ruaaia achleTOd \n tbe peace ~act , lnaofar aa rail~ connectlona between SclllldlnaTia and Rwoala are coneerud. partlcularlJ'. Do we dealre t o enter into >c&l:dlnaY!&n detenu planat .Aeythln,; -.:1 atill happen In tl>at area during t hla con­rued ....,., Ve baYI no definite lntorr.atlon e.e to bov 1111Cb e.aahtance tbe Svedhh GoYOl'DJient , Svedhh induatry and Swodiob eubJecta bnve given to 7inli!J1d durlnt; recent montba, but It Ia understood that thlo h • ery l&r&e· l'roa our Jr:nowledp of tta !!aolc: ot l'lnl.and e.cc01111t ln liev Yorll: , ""' can cocclude that tbe Sverl&eo Ril<o'bazlk 4e :oade t orele;n e~ aT&ll&ble t o the :SIIIllc of :!'inltlnd conalderabl:r be:rond the «eld reoourcea ot the lat ter vhlcb o1ght have been held in Sveden, 

Ia t bio a proper tlae and occe.alon tor the Treasur,r to take t be lnltlatiTe in a forolcn credit , eepeclally one lnYolTing uae or the Stabllltatlon fund in an:r manner not heretofore contemplatedt y~ peroonal T\ev 11 that, lrreapeetlYe ot our l)'l:pathloa, ve auat handle the Stabilisation fund vltb aboolute coldnaao, and not 10 i n !or phllant brop;r. .t.a &U&rdlana of tbla fund, reaponalble tor t ormlatlnt; OllJ' 
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110
net&r1 polic;v 1:D. tbe tuture , I u conY1Dced. that we ebould not eYen reo-1114 

to CoDQ .. , the iua of ut111ai.JIC thh J'uD4 tor ored.ih to re'build torel.clS oountrt ... 

!U tundJ now aftilable tor torelp loana, oonelaUJIC alaoet excluehe}J' of 

l:XpOrt-IJIPorl hDit capital, will b7 no MUI be autt1clent to •et bona tide dnulde 

tor loaD• fro• thil oountr;v to a11ht ln eoonoaio reconatruoUon after the war, 

soaeU&e we will be obUced to face tbe qMetlon ae to wtlat, it &liT, role tbe 

~nnMnt iteelt ehould plq ill prorldlJIC euch oapltal. 

ConYlnoed that there h no nec .. d t7 now for u to Mite web loane ae that 

m <ter reference for t he purpo .. of auurinc tbe oontlwitT of the aonetar;v ue of 

cold. I thiJilt we ehould buaband our ruourcea until euch tiae aa tbe world dtuation 

u:t be newed aore dlepauioute}J' and olear}J' thaD in thh preeent ftrT 'DilCertaill 

period. We do not eYan lcnow wbat our own etatue ~ beoo• aa thh wr contlaro.ee. 

'l'htl Stabllbatlon :rand could buT l'lnn arlee and hold tblm, with or without a 

cold depoelt guaranteeing r~nt. !be Trta&ur7 1 1 pol107 beretotore baa been to 

demand cold or ellwr eecurit7 for wch a trenaacUon. Cone1der1nc tbe ineiplticance 

ot the Jlnn lllU'k ln inhrnatlollal ~enh, I do not faYOr Mlrlq 101M' -.uub:J.l7 larp 

e.rrangeae.nt wi th l'inland on the baeh of 110netar;v etabilhatlon. To gin J'inland a 

credit aga1net cold, what her t hh be in tha fora of a ored.lt frca the J'ederal 

Roaene to the liNilc of J'inlaD4, aplnet ...-rlced cold i n thh countr;v, or througjl 

the pnrch&te of J'inn 1181'1<• b7 the StabiUaatlon J'wld, holding gold ae eecurlt7, 

r..,ll7 prorldu JiDland little halp , lr::eepe their Halted COld eupplJ' tied up, and 

e•en reflect• upon t heir credit rather tboA conetitutoe a frieDdl7 geeture. 

I feel etro"ClJ' that thh Oonrn.ent ehDuld not now lelld. tunda to J'1nl•n4 for 

cOAatrncUIIIl; 11ew tortit1cat1ona, &liT aore thaD we ahould ban loaned t'unda for araa­

menta and IIIWiitiODI durinc the wr. 

I appron tha idea of our :bport-IIIJ)ort liNilc aaldnc tha allocated $20, 000,000 

a'fllllable ae needed, aZid enn 1Dcraadq t hl• aaount turtber, 1t CoDg:HU 11 willing, 

and actual opportnniUee tor the export of .larican co,.oditlu enet. 

I feel that borrowing for allit&rT purpoaee on t he part ot J'iDland ebould be 

on the marlteh of thoee countriee wb.ich will ill t he future wpport her in a a111tar;v 

crith . 'lh11e aarlteh would be 9tocltbola and perhape Lolldon. I • not at all of 

the idea that tbe On.ited Stat .. dedree to aalte &liT political or ailit&rT coait­

llllnta t o l'lnland. Stocltbola baa 1n tbe paat acted to a condderable extent u 

l'lnlaD41a banker. 

Vith the r.c:e11t qlllclt reconr;v ot J'1nnteh boD4a, there la t he po11ib1lit7 that 

a l'innlah loan could be raiaed on tbe Aaerlcan aarlcet , tbrouct1 the uruJ. banldng 

Ohannela, !rhh I would bearti}J' f&Yor. 

I bell..,. w would be taldllc quite a rialt, both for ov !'lnnlah trielld.e aD4 

the !rtaftr)', i .t we lnrthd ~1 or tuner to o- to thla OGIII.Dtl'T without uaolute 

111uranea oa our part that w oould do e-thlliC ooncreh for thea after tbeir 

&rrhal.. .&. Yiait b7 either of tbeae Mn to tbe United Stat .. in the near N'lll'e 

would attraot a tr-ndoua _, of inhrnaUOIIal atteaUon. It :~~Ttl aa a cotral 
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b&I!Dr 1eeldac uoiltaaoe llllolal.d. ulin to oo• onr OD hla oom reapODil'bilU;r, 
IJl4 110 t oA tlw inrl\atioa ot thil Oon~t, \hla would. 'be a locical - 11114 
oould 'be u:plaiaed. He alnad.;r bae hla 'buldJIC tl'lnd.l lD thla OOIUlti'J' wbo baTe 
lwl:ped JiDl&lld float lODI 1D \u p&lt • 

It Ooacru• ~ OD 1h O'llll 1D1UaUn ullre to ret'wld. PA7MDh wbloh 
!'illl1Jl4 baa alnad.;r ..U oD 1\a oo-4•lled. ..ar d.l'bt h tu 1J'a1ud. 1\aht, tba\ 
ohould be left tO COJICI'I .. • fhl cbaraohl' Of \Jw Ullt\uce ldllob eholald. 'be cinD 
J'IDlADd va• et'114ied. at nob le!~Cth 'b:r Colllfrl ... that I uei\ah h reo-.! that 
e:t DIY nggeetlou 'be -... After all, $30, 000,000 ot e:opor\ Cl'ed.lh 1e a oon­
llderable an1at&IICe to 'be ctnD 'b;r our Gonra.nt to a COWltr;r \u alu ot 
J'iDlAIId. A.l the war 1e DOW elll!ed., prhah capital could 'be o'b\ailwd mob 110re 
ead 11 t ba.ll heretofore, 

The a'bon rather dampea1JI6 euaeetiou are ad.e w1 th cona1ura'ble relwstuce, 
but indicate ~ bo11eat 'belief, .Aa the Secretar;r 11 aware, I han kDOWII B;rU tor 
111A1J;1 711n, haTe rllited hla at hie ho•, aloac with !azmer, 11114 conl14er hla ou 
o! the finut pu'bllc otticlalo wboa l t baa 'bee ~ pl•ll'lll'l to ••t 1A ~· JCr 
:pertoll&l .,-.path111 with So•ndlurta, &114 l'inlnd 1D particular, are nr:r etroDC• 
I mow ot DO ar• 1D the world wlwn \he Gonn..Dh u well •• \he people baft 
Ideal• and aeplraUo111 oo coaplehl;r lD Cl no with our OWD. J.t tbe ..__ U•, 1 
feel tlwt lA our haDdllac ot the Sta'bilhatloa Jull4 we lllllt thlAir: prt..rll;r ot our 
OYII interu h, wi\h011t cbarit7 or •otlone eDterlJI& lll\o the COllllderatioD, 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DAn llaroh 14, 191lo 

TO Secretary Worgentbau STRICTLY CONFIDENTIAL 
11r. Cocbr&D 

Ther e is appended a copy of a letter which I to~ received fro~ Deputy 
Gover nor Gordon of the :Bank of Canada at Ottawa. In this letter llr. Gordon 
hat reduced to wrl ting the eubatance of recark:a wbich be •d• to .,. on hie 
recent Thit. 

I am particularl:r pleaaed to have at thia time ouch a char uplanation 
of Canadian e""hanse control policy. In recent daya the unofficial Canadian 
dollar bas been diecounted aa low as 20~ in !lew York, as compared with the 
oft1c1al rate of 10 to 11~. !'he an ... er aillply 1o that Canada ao con:pletely controh the P811leDt for elq)Orh of Canadian producta that there are few 
purpoaea for which unofficial Canadian dollars can be utilhed. The d.ecand 
for the latter 1a coneequentl:r 11111a.ll, and men holders thereof decida to cet ri4 of the= the price paid therefor miT drop precipitately on a thin market . 

!'he bueineu done in unofficial Canaclian dollare 1o nry -.11 and baa 
no ail"ificance in CNl•da 1 a trade. '1ba considerable discount on the un­
o!ticial arlcet 1a an evidence of atren&th of Canadian control rather than 
of wakneoa of the Canadian dollar . llr. Gordon told ••· however , that there 
waa ao =h mlaundaretandinc in t he public •1nd of the low rate tor the Canadian dollar 1n llew York, that hla people had t hought for aoae Uae of 
creat11<4: a ..,..11 loophole in their recul&Uone which would perait a sufficient 
nu of unoffieial Canadian dol lar a to abaorb the aaall quantity float1"6 in 
!lee York and thua keep the unofficial rate oore nearly the official rate, 

I n this connection, reference ie made to llr. White's remarka in thia 
aorninc ' a meet11141 in regard to the depr eciation of oterling. The ahlttiDC 
in aterliQ& rat es and the Tolwoe of tranaacUona in sterling on OIU' .arket 
han been covered in -:~ da1l7 reports to :rou. In addition, we haYe been aueabl1nt froa otf1c1&1 telecrame, conTeraat1ono with J'ederal RaaerTe llank 
in 1/tw York and through that bank data from pri'oate bank a in New York, with 
reapect t o the eorking of the new Britiab exchange recul&tiona. It ia too 
earl7 to co:e t o an:r conclusion upon wbich we abould take a»:r action Yia-&­~1 a t he Rritiab. 

11th it now being re~1red that the ~ec1tic iaportant e~orta from the Er1t1ah Empire be paid for in certain foreign currencies or in aterl1ng 
acquired at the official rate , JrUCh of the euppor t tor the unofficial aterl1ng 
will be rednced, Conaequent17 the market baa interpreted the new recul&Uona 
accorUnglJ' and the unofficial rate baa ~ned. It h not ,.et lcDOwD lllwtber tho Jrltiab Control will ltait still further the uae of tree aterling ao that 
tho Pl:vmont for e~orto to tbe Uhlhd States in other than 11nited Statea 
dollera or official aterUng will be practlcall:r prohibited. Duri ng thla 
•tUnc period the unofficial aterliDC rate ia l1kll7 to fluctuate aharplJ'. 
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Jor the pr .. ent it would IIPJIMr that frH aterli~~~t; ~ 'K uaed for iuv.raaoe 
premiuna, freight pa,._nta ud certain llinor '--POrta. Tile point which we 
abAll have to •tch h that of the IIi nor illporh. So f&r, I think we would 
be quite baatT in 4eci41n& tlw.t the !rithh pol1o7 lw.a 'been 1napire4 'b7 NT 
6.ealre to dump :B.riUah -.nutaotured gooda on the AloeriCAD -.rket. !ha 'Obole 
plall 1a to acquire f orti&D .,.,heap 110re enena1Tel7 for :BriUah uporh. 
It ta conceiTa'ble that the :Brltlah Control .a7 follow the Can•dten plaD &D4 
praet1cell7 e11Jilnate the uae of f ree aterline for :BriUah n:porh. In I'IICh 
caae we would lw.ve ao 'bade for cot~platnt epinet the depreciated uaofftoial 
rate. It r~ne to 'be ... n 'lllather tha dapreciation in free ahrl1ac .a7 
cauae the :Brltiah to lteep open certain uaea therefor. It 1a not l1ltel7 that 
the Britiah would 'be wllliDC to utilile their doll&r reaourcea to claan ~W 
the unottlcial eterllac 011 our .arltet in praaent circlllllatancea. 
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Confidential Ottawa March ~h, 19l!o. 

!. Merle Cochran, Zeq., 
~echnical Aaaietant t o t he Secretary, 

Department of the 1'reaeU17, 
Woehingion. 

1(1 deer Cochran, 

You will no doubt r ecall our brie:t chat on the eubject 

of t he unofficial rate for Canadian cl.ollere,q-.oted 1D the llew Yorlc ~~~~rlr»t , 

and tllat I pro:ahed to aend you a note expl&iDing eo"e of the reeeone f or 

the differential 'betveen this r ate and t he of f icial rate of the Canadian 

Yoreign ll~hange Control Board. The recent Jl:ew York quotation• hen 

cade me r nther guiltily aware that I han, eince rq r &turn to Ottawa, 

allowed preaaure of other matters to delay rq latter. 

Since the eetabliehment of Yoreign Xxcha!lge Control in 

Canada, 1 t bee been the polley of the lloard to require that all aporh 

freD thia country ehall produce fore.ign excbanc-. The qatea inatalled to 

en~Ure that thia policy be <!&4e ettectin baa been, general~ ep~nc. 

'baaed on a 'j)rorlaion that no export h allowed to lean Cenad• unleu 

a euita'ble de:laration ia l:l&4e 'b7 the exportar of the Bl:lount of foreign 

axchanga he h to recein, with the date on which it h P~Q"able, and thh 

decleration h uaed 'b7 the Board to cheek t o ••• that the exchange h ac­

tually torthcomiDC. Conaequent~, the foreign deiD&Dd for CenM1an dollar• 

h 'beiDC atea4i~ reduced and 1a now pretty llllloh confined to ~enh 

t or 8U2I4r7 .. me .. , i naurance preal.uaa or ot her eWler undertalo:inca due 

'b7 non-realdenh and a:preaaed in Canedi&D dollara. 
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!here h , aa you lmov, a :tair amount o:t non-rea14ent 

owned Canadian dollar balancu in Canada. So :tar, little. uneaeinaaa 

baa been ahovn by their ovnera , nor, ao :tar a a ve knaw, han they atte.pted any 

large scale e:ttorl to witb4raw t~ ainoe :toretcn uchence control baa been 

tnoUtuted, It 1a the caae, howner , that there h, and I auppoae alvaya 

vtll be , some dealre on the part o:t non-rea1denh to obtai.n :toreip nch•JlC'I 

tor their Canadian dollar balances, Consequently, since the operation o:t 

Control bas dried up an:r e:t:tecti n d""ADd on the one hand, and there 

continues to be eome aelllnc pressure on t he other , the tendency 1a t or the 

U.Dotticlal rate t o veabn. Tou v1ll no doubt Ullderetand that the Canadian 

dollar quotation in Jlev Torll: baa no real aipi:ticance in r elation to the 

Cazwlian economy aa a whole, I t h marel)r the f i gure at which one non-

reeldent is vlllin& t o aell his Canadian dollar baltulCe to another non-

resident, who ma:r baTe a ua• :tor it in t hia market. J'or thie r eeaon it 

would not be mrprlain& t o find that ratea quoted :tor Canadian dollara 

1n the Tarioua citha o:t the United Statu ma:r ahov fairly v14e 

ditterentiala aa the market h, we belieTe, extr•ely narrow and ••r:r 
l1ttle TOlume can ahow a marked e:tteet , 

I need hardly add that Ullder Control prnctieall:r all the 

elrcha.nge transaction& ariain& out o:t t hia country ' a :toreip trP.de take place 

1n the otticial market and that the :Board. a ella exchange freely at 1 h ott ictal 

rate t o importera or othere who ban spproTed foreign e:rch•n&• o\.lip.Uona to 

=eet. 

I hope thia eo..-era the queey you ban in mind, but do not 

heai tate to let me Jcnow 1:t you viah any fUrther in:to.-tion. 

Yi th 11:1114 reprda, 

Tour a ah~eerel;r, 
(8) J) , OQIII)(Jf Regraded Uclassified



PARAPHRASE dr TELEGRAM REOZIVED 

FROM: American Embassy, Berlin, Germany (via Rome) 

DATE: Karch 14, 1940, 11 a.m. 

Reo'd: Karch 16, 1940. 

NO.I 6G 

FOR TREASURY FROM HEATH. 

Last night Puhl, the Vioe President and active head 

ot the Reichebank, had dinner with me and discussed at 

soae length the Reich' s present tinanoi~ and monetary 

plans and probleas. 

For the l ast tive months, he said the Reichsbank, 

through Funk, who is its President and also Minister ot 

Economics and German plenipotentiary tor economic matters, 

had pressed tor turther increases in taxes and the issuance 

ct a large war loan on l ong term in order to take up 

or immobilize excess purchasing power, They had not yet 

received tinal permission tor the iseuanoe ot a war loan, 

but Puhl assured me that betore long it would be granted, 

and 4 peroent would be the interest rate . One d1tticulty 

that they would have to overcome, he s aid, was popular 

distrust ot •war loans• in view ot the e xperience ot 

German investors in the issues ot t he Yorld War. During 

the past tew d&Js, the Reioh Treaaarr as a tirst step 

had started selling tive year 4 percent bonda Without 

publicitJ, which the banks and the public were taking up. 

Jle 
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He said that because the rate ot interest on the present 

five year iesue and on the tuture war loan ie only ' percent 

does not mean that it is tbe intention ot the Government 

to revise downward all interest rates. Be said that the 

forthcom1ng war lean would in the main be a conversion 

of the short term paper which up to the present had been 

the principal meant ot t1nancing the war. The older 

4 l/2 percent government bonds, he point ed out, had gone 

above par - being 100-3/8 tod&f - without the Reiohsbank 

giving any support thereto . The Reichsbank had on the 

contrar,y taken advantage or the liquidity ot the money 

market to reduce its holdings of securities. The larger 

portion of Government paper now being sold, he remarked, 

consisted or three months bills at an interest rate ot 

3 l/8 percent, and slightly higher rates ot inter est tor 

f1ve and six months bills. 

END SECTION ONE. 

KIRJC. 

EA:LYW 
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p.t.J'IAPHRA8I OF SECTIONS 'l'WO, THREE AND FOUR, TELEGRAM 
NO. 6.U ot Karoh 14, 1940, from Berlin 

Puhl said, with regard to increases in taxes, that 

dsepite stories in the press - reference: telegram of 

!~arch 7, No. rJ77 from the Embassy - they bad not yet 

1 :?U 

made final deoieion as tb their form and rate. The whole 

controYerey had recently been resolved by Goering, who 

stated that the d1tterencu between the proponents ot 

extreme increases and those who obJected to further raising 

ot the incoae tax rates ehould be settled by Funk, who 

is ill with a serious sinus infection at present. 

It ie interesting to note that Goering is apparently 

exercising authority in matters of taxes, since Goering 

and Funk are relatively coneervative in their financial 

and monetary views as compared with certain otticiale ot 

the Party, such as Reinhardt, who is State Secretary ot 

Finance and the author ot the •new plan1 , tor financing 

by means of tax certificates, which plan has nov been 

discontinued. 

Puhl told me ot the essentially conservative character 

ot the econolli.o viewe ot J'unk. While Funk is in favor 

ot an increase in taxes, he ea1d, Funk vas rigidly oppoeed 

to What he called 'Boleheviet• rates Yh1ch would preYent 

priYate capital ~· action. Incidentally, I have learned 
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from another source that the words •Bolshevist• and •Capitalist• 

were heatedly exchanged in taxation conferences between 

Funk and other officials of the Reioh. 

I aelted Puhl. whether an inoreau in Governaent borrow­

i ng and spending waa the cauu of the expansion of the 

Reiohsbank1 a bill portfolio and note circulation during the 

past two months. He avoided answering my question. I have 

heard from another source that there has been a ver:r sub­

stantial increase in Governaent borrowing over the 

earlier average monthly rate of 2 1/• billion reichsmarka 

indicated in the debt statements for September, October 

and November. Reports of contacte in other departments 

of the Government that there are steadil:r increasing m1litar:y 

expend! tures eupport thla infol'lllation. 

Plml. aa1d with regard to t he inorease in note circula­

tion of the Reiohebanlt for the last three month• that 

this was due to a oertain extent to the inclusion in the 

marlt system of the former Polieh territory and to the 

note circulation's diminiehed velocity. In the portione 

which have been annexed, he ea1d, it had been neoeuar:y 

to issue a lot more marks than w.re needed to effect the 

exchange of llloty no tee beoauee oaah wae not oiroulatinc 

aa rapidl,y ae before in vin of the war condi t1one. 

Large reeervet of caeh were alto held b:r militarr unitt, 

which moved elowl7; IIUOh greater caah reserve• w.re being 
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held by both indiTiduals and tiral in order to be able to 

take illlled1ate advantage ot 8Jl1 unelq)eoted chance to b~ 

materlale or goods. Puhl. exprel8e4 his can1'idenoe in 

the eolid1t1 and etticienoy ot the present system ot 

rationing and prioe controls , whloh he said represented 

a nev development in management of monetar7 affaire; hoveTer, 

he very clearly indioated he wae tearful lest the inoreas1ng 

pressure of excess b~ing power 1n the hands ot the public 

should break through these controls. Because ot the 

viv1d memorT ot the 1923 inflation in Germa117, the b~1ng 

public of the oountrT no longer had any 1monetar:r dis­

cipline•. He was keeping a dail7 watoh of indices at 

this situation, he said. 
/( Puhl told me in conclusion that the Reichsbank was 

vorklng on studies as to tuture German and international 

monetar7 arrangements after the war is over. The present 

direction ot the Bank held the viev that the mark would 

have to be deTalued and again beoome an international 

currency, and as soon as peaoe made euoh action poesible, 

exchange oontrol would haTe to be abolished. However, 

until there waa oontidenoe on the part ot the public 1ft 

a stable peaoe, this could not take plaoe. It might be 

essential, eTen then, to continue the moratoriua on debte 

aDd thl etandetill arrangement• tor a time. It would of 

couree 
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cour1e be neoeelalf that gold be lent to Germ&Df to bol1ter 

the oont1denoe or the pub11o 1n the ourrenor and to aot 

ae a cuahion 1f, ae vou1d probab~ be the oaee, the new 

par1t1e• vhioh the goTernmenta aeleoted ehou1d proYe to 

be 1noorreot 1n Y1ev of untoreaeen developaente 1n the 

poet-war eoonoaie e1tuat1on. Publ thought that after peace 

1e declared the 1nternat1onl1 110netary arrangement• ehou14 

be concluded as qui.okl.7 ae po11ible. He believed that 

such arrangeaente cou1d tor the ao1t part be worked out at 

meet111g1 of heads of oentrl1 banltl at the BIS, which the 

Re1cbabank, he said, va• g1Y1ng 1t• full aupport.~ 

END or MESSAGE. 

KIRI. 
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TREASURY DEPARTMENT 

I N T ER O F FICE COMMU N ICA T IO N 

DAT& llarch 14, 19flo 

TO Secretary Worcentbau 

'110" llr . Cochran 
STR ICTLY CONFIDENTIA L 

llr. I r i&o,en, Financial Counsel or of the Azcentine ~basay, called on ee 
"'Uttro!a;r afternoon. Ur . Ir1goyen has spent the la1t 1everal months in 
ir;ent1oa, and only recently r eturned t o the United Stat es , Ve bade general 
d1 1cuo1ion of conetary problema. 

Irigoyen mentioned that a c r edit wbich Argentina ho.s from Swin and 
:luteb ban.cer a will lllllture in ~. The Bank ~ tbs lletherlanda h not acreeeble 
to a renowal of the Dutch &hare . Negotiations ate 1till being carried on with 
thf Swi ll be:lkera 1n r egard to renewing t heir portio:>, In tbe meanti.llle !.lr . 

Ir1:oren ia endeavoring to l earn whether be could r aiae i n New York the ten 
or f ifteen aUlion dollars neceSIIaf7 to pay off tbh credit , So f er, I believe 
he hao found a r ather cool reception to the i dea uon&; llew York banltera . l!e 
will be quite unl>~ppy i t 1t 1a hb task to r eport t o hh Government that 1t 1e 
1"l'0111ble in this country, notwi thstanding the plethor a of funds , to reioe 
the COIIIJ)8.l'atively small IUJ:l r equired , l!e couented upon the limited reoources 
ot the Export - Impor t Sank. 

Irigoyen spoke to me of Argentina' s trade with Gr eat Sritain, Thia i a 
now don• prineipally under a c l earing acree:o~en t . Since the trade balance 1a 
!uoratle to Argentina , ther e ia an aecUIIIIllD.t ion of aterlin& in Ar&ent1na' 1 
!a•or . ~he 5rit1sh acree t o convert this at a fixed rate into gold, but t he 
o!;Old onat be retained in London. The rate , I believe, 1a based on dollar ex­
·r~ . 1hlle t his peralta t rade t o continue ba twee" Ar&entina and Great 
!rltain on an active scala, Argent ina ~Y find her cash iopor tantly frosen 
•t the gold balance. in London grow actively. There would then artae t he 
q ~ ttion of having enoueh dollar exchan&e to pay for Arcent1na' a normal pur­
ella"" on t he United States mrlte t . There :~>i&ht alao develop & aituo.tion where­
in t ho Argentina Gover!llllent would be abort ot pe1oa for internal e:rpendlturea , 
~articularly if the proce11 1hould be followed very tar of Argentina r epatrlat­
ln,oo; bonda iaaued in London and of taking over Sritiah inveatoents in Argentina 
ia :~~t.;.oment for exporta . Ther e baa been eome talk ot Argentina acqulrln& t he 
~rlt i1h 0111ed ra1l.sye i n that country. Irigoyen ia against this plan Iince 
it wo:Ud involve a cont inuint: drain upon the GoYarDJOent to pr ovide t he fore ign 
tzc~~ neceaSAf7 to ~ equipoent, etc. for the rail~. l!e thoU&bt it aore 
likel y that the Gonrnment ~:~igbt acquire power plant1 and s1lllilar utilitiu 
n)e Sritllh owned . Iri~yen i 1 obviously intere 1ted t o know whether any flDAD· 
:1al &11i1tance could be expect ed from the United State s 1( as a r e1nlt of t he 
aboYe deecr 1bed ctrcum1 tanou , .Ar68nt ina 1hould require dollars. 

Irlgoyen stated that Ar&entina's export trade in mea t , hides and wool i1 
ow cood, with price1 remunerative. There ia mora concern about the export 
~bt !or corn. Duri111 the laat ..ar cuch of thil waa ahipped to central 
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J:urope, 'IIIlich aarltet 1e now oloeed. There 1e no acute wheat proble, eince 
the lalt wheat crop ill ArCfttin& •• eo poor. 

Irigoyen does not eeea concerned oYer the outlook for eterling, einoe 
he !eela that llr1t1&h preetice and requirement& tor f or eign Mteri&le demand 
tbat the official rate be .aint&ined. He •• aleo of t he op11l1on that the 
rocont deprec1&t101l in the uno!t1c1al eterling rate will probably not be 

u11d extenalnl;y ill foster1JIC At-centlne e:xporta colll)et1t1Ye.l.7. 

l hn lrlgoyeu epoke ot their dollar neede, I r..tnded h1.lll that dl1r1DC 
recout aonthe his central banlc had acquired l~ort&nt &aounte of gold troa 
u1 aplnet dollars, which tha;y are etill holding under ear-rk in New York. 
llr . Iri&o;ren admitted that there wae no immediate n .. d tor dollare , but 
thousht that it might po .. 1bl7 4enlop within the next two years. 
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RE SAVINGS POliDS March 14, 1940. 
11: 30 a . m. 

Present : 

H . ~~ . Jr : 

Bell : 

'loan: 

"ell : 

H. U.Jr: 

Mr. Bell 
!!r. Sloan 
!:r. Kilby 
Mr. Br oughton 

Shal.l we go ahead on this for a mocent? 

Sure . 

A few days a go you asked me to get you a 
statement a s to the monthly expenses of the 
Savings Bonds Oivision , how much was being 
spent on promotion from sales . VIe can ' t 
very well break that down by months or that 
wouldn 't mean anything if we broke i t down 
by months , because on their publicity end 
they spent so muCh of their money in the 
first part of the year and the l!:llterial they 
get lasts throughout the year, bu t this i s 
the f i gure here that they aro allowed for 
printing and bindin~; , which is larGely their 
publici ty . They are alloYied ~248,000 f or 
the year and up to January 31 , they had 
spent C228 , 000 or ob l igated i t , which means 
that t h ey have got material in that will last 
then through until June. ThAt 1e right , 
isn' t it? 

Tr~t i s rirht , yes, si~ . 

And last year we started i:alkinz a bout changing 
the rates on Savines bonds and t hen the war 
c~e a l ong and wo had a discussion along earl y 
in October and we decided thoro wasn ' t anything 
to be dono about it becat~e t he spread between 
t he yields on the long Governmente and the 
savings had narr owed from the spread that it 
was froo June until about August , so we deter­
mined either late 1n September or early in 
October that we wer en ' t goins to nake any 
changes in the Savings bonds. Wr. Sloan 1 s 
division g ot busy on the new publicity and 
they devieed t his lit tle circular Whi ch is now 
j us t coming off t h e press and hasn ' t been d is­
t ributed yet. 

I n ever had seen it. I think it is beautiful, 
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Bell : 

Broush ton : 

3oll: 

H. l!. Jr: 

Bell: 

Sloan : 

H. " . . lr: 

Sloan: 

H. l..! . Jr: 

Bell : 

Sloan : 

C'ell : 

- 2 -

It really is a nice job. 

Incidentally, Sloan, get together for me a 
collection of every piece of promotion f r om 
the beginnine to end . We may have it. Check 
with Miss Chauncey whether 'fie have it or not , 
but if not , I would liko to have a regular 
COt'lplete set of all promotional matter that 
went out in the mail from the beginning. 

You had better have our circular, too, hadn' t 
you? 

I think you have got them in a nice f ile , but 
I think it would be nice to put them 1n a 
book . 

Now, thi s is in process? 

This is be1nc delivered. !lone of them have 
been delivered to the public . 

None are bein g released until we get a release 
from you , sir . 

Eow many of these have you ordered? 

About four or f ive million to take care of us 
until the end of the fiscal year . 

Let ' s just actually table this for a minute . 
We have ordered it and we have got to use it . 

You may be able to use it , even thougn you 
can make some changes . 

i:e were care ful 1n putting no detail 1n there . 
VIe thoue):lt we were protecting ourselves . 

In consi dering the changes that could be made , 
we have divided them into three classes . Two 
of them would be a chance 1n regulations and 
one under that would be a change 1n regulation 
that we could make effecti ve April 1 , which 
would be pretty quick action . The other one 
would be possibl y July 1 , which would take a 
l i t tle l ongor , and under the one we could make 
effective April 1, would be to restrict the 
sale to individuals 1n their own right , elimi­
na ting all sales to banks, corporati ons, f i du­
ciaries and trust companies, and the like , 
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Sl oan : 

~ell : 

l oan: 

!! . L J r : 

- 3 -

and wo think that might cut down the t otal 
sales by sone place between 20 and 25 per­
cent . 

Based on the resulJ;s we h ave been having. 

Yes. And there is another one under that 
which woul d restrict the amount that may 
be issued in the a ggregate , say to 30, 000 
or 24, 000, but we have no l egal opinion on 
t hat. We are not so sure and vte thi nk 
administratively it v:ould be very difficult 
to enforce, because our reco1~s are not such 
that we could --

'!be;; are filed by se1•ies and it would take a 
loll£ time to - -

Suppos ing tooorrovt - supposi.n8 today we decided, 
and tomo1•row being the 15th, I got the Presi­
dent ' s approval to cut this thing down, keeping 
it to individuals , you see . 

Sl oan : Yes, s1r . 

1' • • Jr: ':'o~rrow is the 1 5t h . Could you reach every 
post office by the end of the mont hT 

Sloan: Yes, sir. \le will have the no t i ce in the hands 
of every sa l es agent and have time to cover 
on it , 

Brouehton : Hhen you restricted trusts , v;e coul d get notice 
to post offices. 

Sell: ITe changed t he r egulations in January to cut 
out those pension funds and t hat went out with in 
five or six days and was i n the hands of every­
body, wasn ' t i t? 

Sloan : Yes , ,.,e can do 1t all right . 

!ll'O\lehton : They can clo 1t by telegraph to the di stant places 
and by lettor to the nearer places . 

H. l.' , J r : ?hat wou l d gi ve you - say, tomorrow, it gives 
you two weeks . 
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Kilby: 

13rough ton : 

'loll: 

Sloan : 

Sell : 

H . ~ • • Jr : 

- 1 -

Plenty of t i me . 

It would take two or three days to get the 
regulations through counsel, and so forth , 
and we would have it by the first of April 
without any difficulty at all . 

And t"'lis group here reco:nmends that c.'l.ange, 

They do? 

Yes. 

As a matter of fact , ~e thlnk it should have 
been done a long t:l.me ago . 

You do reco~~end it? 

~11 : Yes, They do. 

bl'OU(:;h ton: Mr . Secretary 1 we have also dl..scussed vri th 
respect to the sale in one name only vrithout 
a beneficiary or a co- ovmer , but the set-up 
in the beginning has put e~phasis on t h ose . 

!! • . t. Jr : I think it 1':oul d be bad • 

.:>ell: We don't recommend it. 

Sloan: Another thin~:; , l:r. Secr etary, that ~r. l!roU£hton 
pointed out , probably to search down the person 
that was entitled to payment in the event of 
death would cost us as much administratively 
as i t would to carry the registrations the way 
they are now, 

r. . ·· . J r : You people are all in favor of cutting these 
other things out? 

Sl oan: Yes , sir. 

H. " . Jr : \iell , I t h lnk - have you got a letter prepared 
along those lines? 

Boll: He have a letter here prepared and I will show 
it to you a little later. 

H . ~ . Jr : l.ell, that will do 20 or 25 percent? 
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Sloan : 

!!ell : 

w. Y. Jr: 

8ronsh ton: 

Bell : 

H • • • Jr: 

Sloan: 

H,M.Jr: 

Sloan: 

H. !.: . Jr: 

- 5 -

That ie vtho.t we estimate . 

I a gree with that. 

I think we ought to do that and that iS' a move­
ment in the r i&ht direction. 

::r. Bell, before yon go ahoad to that next i tem, 
you mi ght "'!Ontion that second B"'lall ite"'! about 
restricting sales to residents of the Uni ted 
states . 

Oh, yes . In connection with that , we think it 
would be a good tbU!g if we restrict the eale 
of these bonds to residents of the United States , 
the Philippines , Hawaii and the canal Zone . 

Uho is buying them now? 

Very few abroad, but there were times l ast fall 
just before the war broke out - they came in for 
about six million dollars . 

Aliens? 

Yes. It doesn ' t 
is always there . 
the threat. 

amount to anything, but the threat 
He vtould like to get rid of 

\1ell , cut that out. \.bat else? 

ilell : If you v;ant to co further and change the terma 
of the bonds , such as the rate , the step-ups 
and lengthen the maturity or wha t - not, that is 
going to take a little more time , because you 
have go t to change all your forms , you have got 
to reprint your bonds , then we had in about 
16 , 000 o!ficea at the present time bonds which 
cost so!118vthere in the neighborhood of two or 
three hundred thousand dollars to reproduce . 

<'roughton: Well , the stock where the agents now are would 
cost between f ift7 and sixty thousand to re­
produce . 

Bell : Then there was ano ther expenae there that was 

involved. 
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H. U. Jr: 

Sloan: 

H. •. Jr : 

Sloan: 

.i . '~ . Jr: 

Sloan: 

H . !.~ . Jr : 

Sloan: 

n . ,~ . Jr : 

Sloo.n : 

?ell : 

Sloan : 

~ . . Jr: 

Sloan : 

!1ell : 

- 6 -

Well, Dm , I think i f you Md these s entlemen 
agree , I woul d like to mnke this move for 
20-25,~ reduction and then get the public re­
a ction and meet in a couple of weeks again 
and see what happens . 

And that way, Mr. Secretary, we can continue 
to use that book and t he only thing we will 
have a loss on is a few order forms that have 
been printed wher e we Ifill have to el imi nate 
t he othet• for ms of reg1st.ration. We can got 
them out quickly . 

You can use thie book? 

Yes, that woul~'t hurt the book at a ll. 

dow much investment have you got in that book? 

It i s about a hundred thousand dol lars . The 
onl y statement made in there is the ten- year 
to1~ and tho element of yield . As l ong as 
that isn ' t disturbed, it i s all r i ght . 

Vlhen woul d those normally begin to be mailed? 

The y ttould be ..:;oint out to:wrrow. Half a 
million of the~ a day r.ould start to c~e 
in rit}lt away . 

I woul d wait until I bad a cho.nco t o see the 
President. 

Yes, sir, and then v1e Ylill j\>st re- order form s . 

Another day or two won ' t hurt . 

Vie will hold i t un until we write a letter and 
set a new order foro with it . 

This isn ' t the ~Y it ~oes out, is itY That 
is a dummy, isn ' t it? 

Yes , sir. 

I t h i nk wo oU&llt to be&"' i n mind in our dis­
cussion of the Savings bOnd prosram thll t if 
we are go ing to change the t erms of t he bond , 
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H. !... Jr: 

Sloan: 

H. M. Jr: 

h . li.. Jr: 

llell: 

Sloan: 

Kilby: 

!l. 'J . Jr: 

'!ell: 

l!. !.I . Jr: 

Bell: 

- 7 -

we ought to have at least three months . 

I a g ree on that. You mip-,ht shade it a 
couple of weeks - i f we decided in the 
middle of April to do it the first of 
July, tba t r.ould be all right , wouldn ' t 
it? 

They can print the bonds. 
Printing and Jo.:ngrav1ng , I 
them. 

The Bureau of 
don't know about 

I v.ouldn ' t lui ve any more bonds printed for 
a while , 

We ought to have time, anyhow, to use up that 
stock that is 1n there. 

\iell, two and a hal1' months. You m1gbt have 
ten thousand dollars worth of stock. 

In that time , yes . 

You mignt get stuck for ten thousand dollars 
worth of stock if you hlld two and a hal f months. 

ITe can use those . ~e always have re- i s sues 
afterward. 

Twenty thousand dollars worth would be a normal 
amount to expect to lose on a change- over, any­
way. 

It i s t his thing here . Thnt is a hundred 
thousand dollars worth or sturr. 

Yes , that would be destroyed 1f we changed 
the rate. 

: think he woul d be satisfied with that. 

Well now, this memorandum to the Presi dent 
which is 1n response to those t wo , be didn ' t 
ask for a memorandum. He asked you to speak 
to him. One of them - one of them was pre­
pared by Eccles and the other was prepared 
by Currie . Thill memorandum was intended to 
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H. '• . Jr: 

~>ell : 

!i . :.r . Jr: 

Bell: 

K. • Jr: 

- 8 -

be in r epl y to those , \'lhD.t I said in t he 
lsst paragraph was, I am still studying 
the matter and hope to have a decision with­
in t he next few da ys as to what regulations 
will be changed on April 1 . That can be 
changed to say I have decided, if you want 
to . We have told h~ the h i story , t hat we 
have had this thing under consideration . 

!.!a;r I see that? 

Surely. You should read it if you have 
time . 

I have time . \'Jel l , I think I woul d go on and 
say, "I have decided to do it." 

That we will continue to study the other phases 
of it . 

That is richt . I want to ask for an appoint­
ment for 9 : 30 tomorrow morning , so i f I ge t 
it I could stop by here at 9 : 00 and pick it 
up. 

~ell : Well , we can h ave it ready • 

•.• r• , Jr : Al~ ri.;ht , will you proceed to change the refU­
lstions , then? 

: roughton: Yes , We won ' t lose any time on it, on those 
tno things . 

Sloan: 1'/e will plan to make them effective t h e first 
of April . 

~ . k . Jr : That is right. That is a eood da y , that is 
a Monday . You aee , if I gi ve you clearance , 
you a re roi~ to have two full weeks to work 
on it . 

'ell : That is plenty of time . 

H. I: . Jr : You will have t-..o full weeks to get out your 
stuff, which ought to be pl enty. 

• ilby : I would l i ke to have that much on f inancing 
ac;me time . 

141 
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TREASURY DEPARTMENT 

INTER-OFFICE COMMUNICATION 

OATK March 15, l91io 

Secretary Morgenthau 

c o NF\D ENT IAL 
fO 

"""' 
llzo. Cochran 

!he forelp uehenp aarket vae quieter todq &114 the r eported eterUug turu,.. 

onr vu coMldere.bly eiiAller than t hat vhlch prna11ed dur1J16 t he earlier part 
of thh week . In contrut to t he vide f luctuation• which took place i n the eter1-
lac r l\te during the pt~at fev dqa, the quotation IIOTod v1 t hin a mch narrower 
t&n&e toda¥, Aa ahovu l n the turnover figure a below, offer!~ of aterliug were 
about enuly balanced by ordera to purchaee. In Amaterdall, eterllug reached 3 .69-5/16, 
Ita loweat point alnce the currant decline began, Attar openl~~& at 3. 7l 1u !few York, 
tbe rate lDOYed off gradually to 3 . 70 Juat before noontime, then returned to 3.70..1/2, 
vbare lt remained uutll aid-afternoon. Juat before the c1oae, a flr~~er tendency ap­

peared lUld the final quotation vee 3. 71. 

Sale• of ..,ot eterllug by the dx r.eportlug banks totaled '-533,000, fro• the 
!ollovlug aourcea: 

!y commercial coneerue • •••••• • ••••••• •• ••••••. • •.•. •• ~ 137,000 
By foreip banb (J!Woope , South America end J'er Eaat)'- 396,000 

Total • •• • !; 533, 000 

Purchaua of apo t eterliug amounted to J.B54, ooo, ea 1Dd1eated belov: 

The forward quotationa for aterl iug ve.re quoted lit a dhcouut of 7/81 11M 31 
per pound for one- 110nt h and t hraa-110nt he deli Teriea rnpectiTely . 

!he National City BPDlt reported that it had aold cotton billa totaliug 1.9 ,000 
to tba Brl tiah Control on t be bub of the official rate of 4,02- l/2. 

Further hlpron...,nt vaa regiatered i n tbe rete for the bel&&, vhich r o .. t odq 
to a biBb of . 1702 at uoont1• . It cloaed at , 1698. 

!he ot her l "Por tllnt eurrenolea cloaed e.a follove: 

French frtiDca . 0210..1/4 
Oulldere . 53U 
Svha franca ,2242 
C&Dadlan dollar• 18-3/~ dlacouut 

The dhcount for the Cuban peeo vldenlod further t o 10..3/l fif, . 'l'he Mexican 
Ptlo vu unchanged at . 1672. 
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" ,, _.., _ 

Ve aold $100,000 in COld to the J1at1onal ll&Dit Of lle~\110 0 to be added to ih 

ear::arlced account . 

!he l'oclerel Reserve ~ of 1few York reported thnt t he followi~~g llhipmenta of 
&Olll were beiQg msi\e to it b7 the banlca indicated below1 

$l ~ 000 froa ItaJ.T, ehipped b7 U• :Bank of Ital7 f or ih own account, f or eale 
" ' to the U. s. Aaaa;r Office, 

1,665 ,000 f ro. South .r.trica, ahipped b7 the South African Reserve Bank, to be ear­
marked for account of t he :!etherlanda :Bank. 

'"'i 9'"',1""65"". =ooo;:;; 'l'otal 

The :Bombay aUver quota tion worked out to the equivalent of l!o . 51;, off 1/16;. 

rn London, the spot and f onoard eilver prieea were both fixed at 2o-15/164, up 

1/"4. 'l'he u. S. equivalent& were 34.so; and 34.61;. 

~and Harman'• price for foreign ailver waa unchanged at 34-3/4;, and the 
~ouw'1 ' • price ''"" a ho unchanged at 35; . 

lie =ada t en purc:h.aaee of ether tot alin& 1,293 ,000 ounce• under the Sliver l'l:lr­
ebrae Act . Of this 811ount 750,000 oun.cea repreaented eales fl'CI> invento17 and 16,000 
cuneu vere tradi"& silver. The recaining 527,000 ounce& conaiat ed of new production 
fro:> torelt;n count r lea, tor forvard deliver;r. 

ile aho purchased 25 ,000 ounces ot a11ver fro .. the llaJUc: of Ceneda under our 
re£Ulnr cont bly agreement, 
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.. . • . Jr: 
'"c., Ttc~ .... ,.n 

Sr.•·t'r r : 

·· .... . Tr: 

u • • • •:-: 

6: 

., .. r : 

~ . 
.. . • .T ... : 

.Jr : 
~ . 

S: 

S: 

... • . J r : 

"1'110 . 

Pello , · •r . " or- rnt' ru? 

"::on-rr~!'"'l"n Sn:rdl'r of Pcnn~"LVI''1\I' , 'Jhp tr"lrn 
of thr HonRe Co..,., \ ttee A•,,.,ro..,rl.ationF ~or Ar-.y ll nt'l 
''A • 1nnrl ,~~Pn~P . 

I qnnt t.'l nep Y"'1 "\bf"'!Ut !"1 vc -1nutP8 no-e ti~P 

toC.P~~ . 

\t Y'l''=' con•JE>n'Pnl'c , I'll lon- "6 1t .;..,E'En 1 t co· e p t 
~r· i::ct t1-c . 

t:c'.l sunno~e 

·.:ell , I "'0 011t rround on~ o 1clocY.. 

··el, : ' ~e ~ot ~err~~-r , at ten , 
I!' J"C l"lnn• I'- un ' .11 tl't' J v~ . o~ 0?'1::'~ £ - I d brer '• 
T'·.e, U"" to f'\e" ,,I')U h'ct t "'\,on -

~oulci V?'J r:o 1 t "'ft r 4tO'Jr? 

Af~""l' fot:r o 1 cloc''? 

'es . 

Yer l'ir . · ·ould tloo.,t br bP t tPr? 

:a 1·1ould bl' brttrr for mr , 1:" 1 t • 6 t11e enou-h 
for you . 

: 1 ' 1 b~ t nPr c t~tn -

· ·e:l let 1 6 PRY - !Oilr- ftfteen . 
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.. . , .. : r : 

~O'J::'-f1fteen? 

''e~t . 

- ? -

"hnn'" you '·r. "orf""rn+hcu . 

~'ll'n'' YO'l 110 MUCh . 

YrA s1r. 
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• Jr: 

n""' rr'ltor: 

~r . • • \Tr: 
e.,.c,, . 
;:d\son : 

"f.·· .. rr : 

-. 
~ -

, .. . . Jr : 

;:: 

... . , . . ·r: 

~ -

·~ · . Vr: 

.. . H.Jr : 

E: 

oo , o T,. 
0 . 0. - . 

-. .. 

<" : 

r· . ·' . Jr: 

.. . " . Jr : 

''el1o . 

"'hank you. 

VcP.. 

l'enry HorP'E>nthe.u . 

Oh yes , hello ~enry . 

1'el1 I think ! 1 11 Uve. 

"Prch 15, 191:0. 
~ : 50 a . .... 

r-oo~ . Dir •ro•.t - no inc.'. ~r'PPtion f:-o.., ':IY lunch • 

''o \;hat? 

You ' ve no in~•-ePt1on7 

Or no , no , I cf\n hPnd t"l' t onE> t> ,.ood o:1e . 

Did you hPnr fron Po 1/atPon? 

vea I did . ''<' oa'(! t"at tl,c "'rcn1dent o~t<'l thl't 
1 t WPB 0 . ~r . to relcr no tl·pt a1x hun<Ired trounnnl'l 
- yes - six hundred th0•1Cnnd ')O•.tnl' s of ">O>'d<'r to 
tl'>e Sr!t.l.P!"! . 

~'"es . 

"'hPt ' e r .l.,.ht . I \'ent OVE'r ~tnd sew Pe and eT.'llf\lnE'd 
it to !li.n P:ld t~cn he liPid "c ' d cell you and he 
saw t"e PrePident . 

Al1 r1g"t . '·'ell thl'n He ' re ell scue.:-ed avray a .. e1n . 

( ltmll'hB) •ro,., I 11ant to I'Sk you 1~ you 1 d 
little favor. 

Yes elr • 

I ~·onder if you could "'f't your nPVl'l e t te.ohe in 
London t o v~ ve '1e p 11 <:tle cable wh1c" t··c '"rPaPur:v 
1<111 bP - led to .,e;• for tn•t!"'lret·n,. t"e r1.-n ' •ic"n"'e 
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. . , '"'""' . . . . 

-. 
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RP~d i t to ~e , -tv!~- I t r ! ~t~r~rP~P·in~ o~ t~~ 
"'nr-11 ~~--to 1.1cn-<"·~'r1rn on,., n-rer..,!'~ts . 

\"p!' , 

, '"':- : vo,, 'pno··, ! -een ..... t\: !'\0 """tOr~ c.-.~an co~l -'!)1!'lb' 
b ' C!P" 

1 r;o-.;, ~-no• 

-. 
.. ... . , r : 

. . .... r : 

• ·,.. 0 

0 "' .. . 

.... . . . -i:r : 

... •• r . . ., r : 

An~ hm· IU'c -r~ - t.,l' .,,., ... -o1r-- ·o -et t• e coo.l , 
"\nci thp ····,ole h,J,.,•ru'~f"' . ,. '""~f'tl.n - don ' t e rr.:. ·~o\of 

Pny nordE he Ut'leO . 

I f'er . 

- • c' 11 ''e t' dptri1.eG ex'"llenet.l.on o +' • re <~'"Tll~!cPnc!' 
0~ 1 .. . 

And t"e '"" r eee•1r:v \ '1, 1 "t'f' - led to nay !'o r 1 t . 

All r1_,. t n ne . 

"'hr n': you. 

Coodbye . 

Goodbye . 

I • "1 -rt tl nt !'or vou e1:- . 
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.. 0. OJr : 
~,. .. ·~r . .... .... ., ,... : 

.. . Tr : 

... 

• j : 

.. . . .,...., . 
0 • "'"' • 

.. ., -,. .. 
• 0 u • . 

... 

.. 

·.:: 

.. . : 
. . Jr: 

r'c'lo . 

··,. 1.lo . 

''l'r cr l"i , l 'lL.n , 
10 : ?1 a."'. 

•.:e l l .,. , ve -ot ,. lot of nilvl'r fcl' Fl!lleo . 

ueve yol..l'? You ' r f" not bnv 11'"" . 
no1· e r P ·rou? 

~,.,. ".:rnrv, - . ... ~n~n!'~" r...,!"r ·· nbout ... ""'e sit'J ..... 'on 
b·tt , yo·_-.~ • re co...,1~- ll.., rrf"n ' • -;oP , or. '.:',Jf'l~c._.py? 

·.n ).' no . 

\:el!. ;-·:~ co,~1 .. teP ~ ... ,.. r co ('l· .. ,.c. ..,e ~o ,s·: vou t.o 
co~!' u, . ! tolC' "l~r'·'.Pv to co 1t b•>t ,.,. hPRn 1 t 

<'lonP it yet , •o tel' :vo11 rl:o••t tt . 

, .c,, I sm· i n 'l'e> ..,~·1or , h11':: I t1 on,.~t it veA n 
T'\1""r\nt . 

:so 

"o it P!lBn 1t . !"'" .,. "roil' t'•n• ::c 1··c:-c -o•n- -o hi'Ve 
,.., rp·-,.rer~n~nt~ vr- p't •-\-or ,..rr-,..,.··r•f Je·.,t'rt""~Pn• ,.,nd 
~"e ·· Fa!d, "'··"' ' ' I'C "~ntcd - •·e •·e'lt •o l•no1· 1'\ • "" 
t'"'e Secrrtr~·-- ~-f'·u'n ~'1d ttll . .._,..,.nt Porto~ b'1,..!.""!rn"'" · 

So bot :: "!~r':l.e:v ~nd : r -r~> cf to -r ~ 1" - o:nc" ;.·• ·• 
vou . - t'lO'' ... · t '!l,..r· ... , ev t•oulC C'.o !t t,..e~'u~e ',. 
st~rotecl ,e1 l t' tr t~0'1•1ir . I .._."'.,,lr-· ... z - ~nd it -

So~e ~·ay , but v• t 1 t ' n hP r 6 to h.~nii.le . 

On the n i P.'ht' of t hr ?lat , ~;htch i s ':'"ur~dny , I ' 'll 
t Aki !l"" t'n• ~""lily "~'" y for ":o 11 tPr , can 1 

t you 
noa t oone 1 t unt1l r>rt" r t~1r t? 

Cod, l<e ' r e T>ostnon1ncr 1 t Po o!'t en tea t 
t h e)' ' re ho 1 l <>r1n~ "'uri! Pr ~·ou kno,· • 
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.. . 

.. ., ..... . . . . 

... 

' .. 

. -...- . . . . 

•n • . . . 

t• . ,, • "'r : 

... 
•• 

.. .. ... . . .. r : 

. . . 

.. .. -... . . . 

. ·-r: 

- ., -
- ~··e,..n .,,..~1 ... "1• ,. i ... ""o·· "" , 1 - ,..'..,.. len,·e ..., .,S E' l t 

t"JV,..,.. ~ '!"Hr""l~ o~ · ·ee·· ~ . 

: fan ' t t"1n'' eo ~>l"'louN' I tC''l yon 1 t ' 1l br 
~l't'ull:r '-r!'~ t'l c'n "rnr~• in v1P~e or t'lr foot thPt •·c no~t.,o:Jrc' it for ,. "1anth n.,, . , rncl "" ' "' 
'lo11rrtn~ ::"':lr A vott' , Pnll t'"" onl y tl1in~ th~t • 1.1, 
'"'eP"" 1t 1n \' ! 11. hC' \<f"' , ~-"" t.'t" ""Pt f':O..,('t•,\n- fl"O"""~ 
.,..~ Af,'n1Ptr~t1on -

'"1"11 hO" liOul( t'"111 bP , 
"'1'\-e"{ll 'l""' ..... ,: .. ,. .. ~, .. 

\~~ 1~ t•-:p·· t r~ t:'lt ~a:~r~!.e 
-~"or '""'P . 

··p ... , ·~·A.-..~ · , , -, r 11~ .. c t!J rnv i .... ' r ..,11 r!-,~t , b~·~ 

T '~na·.: ·h~~" rP -l'o~:l- .. o o.,· .. *)1r:1n . ':'lot"" ' """' -'=>inf'l' 
t') ~"" '' 'lrt I i''c.''1 ' t t•nrll" fal'.o•· ant t'·r ···~··co 
o"" ....... ~"'~ co..,"""i•tn,.., . l ~n t .-r trt, .. - I 1 ,, .... ,...t · ·or~ to 
"""'l l"'trr on . 

--~'.! ::.. ... a· · · ·' ~ t 
h~\"• .-.~u ~o· ~ 

,,.,n t t ... ec n~·r 

co.,-1"tef" ""'!ld 

'J> "'t ~,, , ' ' :)"" ':..""1., .. , • ... r.,..1'll·1'"e. 
~il"''1f!~t 'r •· , l:••t \... !"'C 1 C ~ ..... ~~ 
·~p·' ' "r 1~ ~~,, r1n~ . 

··e,_, : •1, tell :,.·"',. t' 1r . 
t""r. r r . 

··ell : do~. • t t'"n: you. 
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. . . 
u.H.Jr : 

\ r • .. 
r . '' .Jr : 

.. . ... ·"rr : 

H." . J r : 

I ' . .. 
;.: :·. Jr: . . . 

c .u.Jr : 

? . '" . Jr : 

\I : 

·· ." . Jr: 

- ~ -

I know , but I Mren -

vee, oh they - rll r•~~t • 

If you cal'! ' t I'Pna-11' 1t "? t~Pt I can ' t be d01m, 
I ' ll he t !'rrre . 

vee . 

But I ' l l not ~ut 1t do1m on my co\end~r until T 
he"r fro., you e.,., 1n . 

A, l r1r~ t t:enry . 

"l'llt ' e - oh ;·ell . ''!'1 1 you ·~no~· t·l-at -y ~ePl1n~~ 
Prl''1 !t ' a only t hr- t von <"l'n ' t ~th·aye cio \·.'hl't V">H 
IITFint \·11 th thl"t<e ... uys . 

\ 'ell you \m01·: I \lent O""r -

'l'l1Pt' e e t1c'•l1eh t hl.n..,. . L1 r ten ~enr:v -

YeR • 

I 1.'\sh to he11 •1-p Prerl~ent "Oulr' ~O:O""€'t 1t enc\ 
let 1t 'lO, vo•1 l:no·· , but ~e ;:on't anc thPt ' ~ ..... e 
end o~ that . 

\11'1 1 now ~·e lfen· ovPr -

Anc r •., ~o1n~ to etsnci by h 1'1. 

\'le 11ent over to re" "r. Hull sncl :luJ.l ;:on ' t "'1n'·c 
nny f1"ht for t h 1B . 

He ~ron • t . He told ne> so . He said he 1·rss P'01nr 
to 1eave 1 t ell 1n your h"nds . I called hln un 
yeetPrde.y . 

\lel 1 that 1 a n1ce . 

I r a1d· t he CO"l"ll ttee vould 11 •:e to l"et hlf' VlPI:f . 
~e sa1d , •r hnve no v iews I ' ~ lrav1n~ 1t all 1n 
the hands of Ht>nry "orj<'entheu• . 
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... ... ·r: 

... 

··." ."Tr : 

.. 

.. .• , . ·r : 

' .. 

.. . . Jr: 

00 ,. . ,... • 

0 0 • • 

.. . . .. 
. · '"r: 

... 

.. . .. . Jr : 

.. :· . Jr : 

- h -

uPc , t·e1l • • , ., !' t• ,rn,, ·;."'not.· . 
nhoulc t!''•e ~ 11t t , c- , t ' ''" h1n 
~rP~!~P~t 1 ~1 ~~~A~~~~~~ ~~O'ln~ 

: sJ 

I nenn ev"!'l' tc-110"~<' 
ShR!'e but too ~Pny 
no'· . 

"":?' ' • s~er1!"f .:1 :)•lte' f'f"t" ~ounty , 
rO"""C ~.er . 

··n"'l -· "':~ bePr; ••r n~ !:"l~ :'0 ":P Plder:Pn 1n ··e\: v,.,r· .. 
F.:ti! nc ·1c r -o; 1t , , .. "'., ... ,.., Pbo11c':ec11t . 

: rec . ··ell Pn'r.'":' , -, ,, lc"'''o it in :·o~,~ .... oo<t 
!•!l.nds :-nc. : ju"t · ·sn•!',' -:o 

''e1l 't.ipnr·r ""'rrP 1 n \+nt - ,.,.,v I thi'"'~'ot 4-~ ... t I Cl"n ' t 
ohn:>~P it beonnn(' I , '""1'1f , S(lici 11 At th(' nl':~t 
1"'\E'~"~tin- r•e 1 11 hn , 1P t' rr"'r£\rf"'ntp .. iVl• O'f t1·eo 
Seor~>tery hrre "t>nd t,,. ,. A:•11' 11 ''o , · ·e don ' t vmnt 
fl !"en!'c~Pn":~tive t;rc \o',q"1t t' t" ~ecrPtnr ·' · ··e ··rnn .. 
t'!()""!cbody t""~ .... E"""'~rr'·~ ,. :n c.·ttl,,r~ - , . . tt So tl rr~ 
1 t 1C . 

'·ell 

See , t}\e !4 ... -r I co-,.. 'l.., , .. ~,r.t "'O"J c('ln •.&. """": 
·re ·· Pit-.,on on !'1r"'· . 

Se!'? 

Yes • I don ' t oen r ny obJcot1on to t~~t . 

•:ell no,· i f ·•o!l n•Jt ,., . , on f 1rs t . 

vcs . 

" c<!c! y t:-:e ,.c t£>rc so t~" t nobody "~>! 11 kno; · wh r e • ·e 
"t~nd. 
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- o; -

••• VeF . 

•· :· . . T:- : <~ee? 

... 
•• • u . Jr : 

•.• t' . ... · r : 

... 

YPa . All r1~ht. I 1 1l do th~t . 

Put h1'"1 on f'1rst . 110 '11 tallt h1f1 head off and 
I' ll nover ~ct r oh~nor . 

All r1,.h t . All r1n-,, t 11enry. 

··oN t·ould thPt be? 
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..• •t . Jr: 

1.f . ,' . Jr: 

0 : 

~t • • •• Jr: 
Ju~ticc 
Do•J~ll'a : 

tt . '" . Jr: 

··." . Tr: 

r : 

-;.·· '' . Jr : 

D: 

.. . , . Jr : 

0: 

. :r: 

I>: 

• • t. ,. 

. . . "'r: 

D: 

t: . '' . Jr : 

D: 

!5~ 
" a rch 1<; , l 'l4o. 
10:31 a . o . 

~ello 

J •1Pt' ce Dou~l" 11. 

'f'ello 

Go Ahead. 

Hello . 

Hello Henry . 

1/ell I jus t want to tcJ.1. yo•J Sill , I ke)lt to1t11 
on the Bank ot A~~rica . 

Oh , I' d lot:t tr11c'· o~ 1t. 

I; ell t~ey' ve P"TCec:'l, ,.,,_ th no - uncond!. ttonel 
A.M'Ce-:tent - tO _,,It in t'"1rty .,11110!1 col 1.r:-a \>·l)rt" 
o~ cn...,1•r-1 . 

Oh Rl~ell . 

And they announced 1t yeGtPl~ay . 

vea . 

And lP6t 1·1ee•· , •:hen t' c-y triPt' to ;>nt ""nt on "'f' 
to only te'~e t'ltll a-.rt,..~.-rt sui- ject to en r-rer.,rnt 
w1 th SEC , I threlt it out ti'e w1ndoL 

Sttell. t 

And so ! ' ve lTit•tn a lrt~~r t'"is -ornin- to 
Jones.to p•1t u'> t!-t t"1rt•· '"lilt•on . 

Yee . 

And I under stanc:'l eo soon 118 t~at • ~ in and subaorlb~'d , 
then SEC 1s ~1nr. to ~o ~.,tAd. 

Yes . 

But the oth~r day ~en they tried to ~et Me to 
a~ee to t his thin~ aubj~ot to SEC oo..,1n" 
to e~eeoent, I told the~ I got a blood brot her 
&Pree-:tent w1th Rill Dourl~a. 

(laughs) \!ell that • a ~rll!ld "e~y. 
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.J: : 

. : 
~ . : r : 

0: 

r,. : 

:l : 

.. • ·~ : 

,. • 0 . ,.. 0 

0 0"' • • 

D: 

.. • . Jl·: 

0: 

•• . -~ : 

~ . 

~ -

•• . Jr: 

~ . 
.. • . J:r : 

r:: 
.. . , . Jr : 
.... .... 

- ? -

.,., ,, ..... t . . ..._ ... ~PO ... ,., 'lrt ""')'l '"nO\" ! · .. e~t 1-: , Anc! 
t· E' s::~ ·:-:-:c~'" ~ t . 

"'rcr"•re t"ry n••t tl'-l'l l"Pnt on t"e"' P'ld thPY '~on1" 
hl' •·e been s•mlt . 

vpn . 

!1' I "hl'd tl''•en rn ""'rcr,.,rnt !lubJect to th .. ir 
Rl"t ~ 1e"'e'l t · ·ttl• SEC . 

Ant ~,:r e .... cl ~: -· c t1 ~Ol"'l 1e tr'Je Pr:d : th i n"-: 
......, ,.t one"' Jones ~~t~~ t 1 e ~onE'y 1n, t"nc!l 1- • s U"' 
to · ·~p c:-~ to -t) n!-1 ('! ..-, ~~ . 

Sure> . ''e11 t>.r.t ' r 'TI'nt'l o " ••ou '-'enry . 

•:ell ! Ftarted tl• l.n . 

,.t , ~ t·-r btr--ert ::'inrnc • 1'1 "i~nt t ' ·l" t ' ~ ~n·,en .,, I'CP 
1 n · ·:'3 e~1n-t~~ . 

n . . ,. . 

Coodb;:e . 
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•• 0 ... . J~ : 

C•...,tP1n 
~olJ.lnc : 

. , , " . Tr : 

" · .. 
.. . .. . :r: 

" · v . 

•• • •• 0 Jr- : 

f'• .. 

"· ... . 

r. . '' . ,Tr : 

.. . . J r: 

Ca"lt!t1n Co111"A. 

liPllO , 

Gooe Morn1nr air. 

Hello • 

"'"1P !F Col !n• . 

" arch lli , l ':l4n, 
11: Jk p . ~. 

Y~r P!r. ''r. ~eC!rlllt,!"y , vrf'"':f!l--'.a:· .,ft~"r!'loon T 
'·ented to hJ""t ""'~sr !'lon- onA ~toee o~ '-"' ro~-,.·ton 
l"'h1ch 1 •-, "JPS~tn:- ~lo~ ... h,t "" ~~"-or<!)nC•J, 1" .. ~- on 
t'X'!Pv "8 r"lo, "1\ T O"n - .. t 1 t o•1 t o~ ""r" . At • ..,,. 
.,t',.,. - !n- ~,..ctrrc'""'' yl-t,. · ~,..Y ~olr their ""\r,-r"'!l 
'lret•v ""UOh 0 lt)n"' .... f' linpp ~.,- \'PS toli' in VO•Jr 
o~"'!ce , tr.e ?rench . A"' .. ,..r the ...,.e,..tino- : !l ... d ,. 
tnl·· l' l.tl-t "'o•·,.rs, ::'11""' o .. Aeronautics , as yo•J 
·~nol'• , .\(h ' rr.l To'4f'rl' . 

vee I 1mo"' h i., . 

Anll hP ' e v<>r:r - """ v· ry f,vor•bly 1"l"lr~r·cll ···it'• 
1 t , Pnd he !'!till ···r t 1-te ""''' no r~>e son 1:hy t' PY 
r.r.ould not 1,,.. -• VPn t>CCP r' to "!\Y ryl~ns or 
·~c1f1cPt1ons for Pnv ~oef'l ex•stPnt " r nronoced 
l'F f~~ t"S t':e '"'~'1'!;1 .. el\ r"'"O!.~- e:nC ~e ~e.S c:-re8oble 
to t"'"t . 

C'-ooCI • 

'.le t eued tor ..,robnt-1 v '·Plf hour or eo on 1 t . 
''e BR'I·l Star't lt<st n1-~t rn .. t"Pn (':!.eo SPore t ,.r·.• """-1no~ 
nhoned ..,e at the ho•J~e l 0 1'1t pv.-,tn- 11nc GP!d tl-~,. 
t h!'y h"d a~rreed thorour-hly t o lett1n- thePe 
neo?le have aoceso to rll rylans end spec1f1cnttons 
of any nodels thPt they could Ufle . 

'.-londerful. 

So that's t he ''evv end of it . ThE' Ar·w end of 
it I th1~~ will be entirelY d1ffPrPnt . 

I see. 
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~ . 

" ' 

u , . ..... . 
n . • "' ... • 

,. , .. 

u . .. . Jr: 

,. , , , 

.. . . 

.. . 

C: 

r . ~ · . ..rr : 

- ... ·-· 0 0 ..., • • 

.. . . 
·· . •· . . .rr : 

• • .. 
.. . ,, . Jr : 

.. .. 

158 
- 2 -

:t w~s s o 1nd•c~te~ 1n t~~1r lin~ of (UP~t1on1n­
yP&tt!"da~ • 

''ell -

~h'>t will be t • f'd 1n ~~·t~ the •1ect1n~ ue h~>d 
vester iley ~orn1n,. Hl-1oh I think 1·r1l1 '>r obably be 
tlursued f' 11 t -.:1 e further to'10l'l'0'' . 

I see . \Tel 1 ~:ont'trlnl" WI!~ here , ps you knoP ~'or 
lunch . 

v~o s!r. 

And he ' ~ co~ in,. brei' ... ,,.o<1ttY ~ornir:- l'l th 
O::d' con • 

4ne I thinh he ' ll ·-rve ~0"'" 1;1nt't of' R nroryorr:l 
nt -'-nt t1"'P . 

•.;ell! .,l'v """!'it for you "ondt>v. 

I Pf',. . ''ol: · .·hpt hn"'l"'lf'l\Pd to ""rviF . u,c h" lP"'t 
tovn? 

r·(' · ·cf"'• hl"c·,.. on ·l-~ ... ,,.c o ' c1oc': anC. I ttt 1 l~t"'c1 

~·1th h1- 1Prt evcn·n- 1n "r>~· ''or'· and -:olo '·1..., 
thf' POOi' 1\t'll!l I' "'ii hf' IF rt>ni' 1 n- dO' '!l Jaoau1h ')lUI 
nn ~nrliA~-t~n r"~ tn ~·1'\\" ,,nrl: toOt' .. ·. nl'!ey E' .,.~ 
E':-,ectec" hE'r" to· •orr?l ~or'll.:~~ Pnci - told h1~ 
+l-ot : woulC ~e, -r-!\t -t "\' ,.,.rc ,..,.~O"'""~erl:: .,:-~rc~tf!~. 
to ,..ot-:-,.,rc; . 

··ell ;·!-:e• t!".e:1 cPn do 1t.' , T ~,rn 1~ -~ e Arny 
do Pen ' t co'""',.. .,cror<"' , .. , ·u CO'tlf ~"'",t F' 1?1) •. ""t t! e 
""nvy stn~t" f'~"'l ' • .. "-' ny" 

l.'hp t? 

" hf' t • a 1·:~,.t T wp,nt t!'leM to do . 
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.. . , .• ...rr: 

~ . , , 

•• • H • .Jr ~ 

·• .P .Jr : 

" • ,, 

.. . , . . Jr: 

" • 
" ' 
•• 1, ~.,. . 

• • L->- • 

~ . 

' . 
. ... -,... . . . '" - . 
" · .. 

.. ,, .,. 
. . ... r : 

" · 

*..f . ' • Jr : 

" · .. 
.. . ,. . J:r : 

.. . ,. . Jr : 

- ' -

! " t "!' ·•,.vy Cit> to the "l'C'Cedent it ' a .. oin~ to be 
e l'fullv ''Pl'd "or t'•p Ar-y. 

''ery hprd in<'t>ed . 

:sg 

Ye r . 'iel.l I thin'· thnt ' n - ~11>nn • t Purv1R nlenrcd? 

Oh ho .. , c t1c'·lt>f to det'. th 1,;' Pl1 ! '"'h'Jncd l-.1, 
lr>e':; <'VI'n1n- . 

Goo<' . iiO\·T : f1npl l v p-ot tl"t>t dPmned e1x hundred 
thouPP"'il ')'J~r<ier thin~<: oleat~ed uo . 

I hfl«'l to <"O ovr-r f1nt' rcr •.:l'lt~on . '!e ~~~, t"e 
p..-er•.<'cnt . "'hl' Prer1~cnt orilrr<'d 1"' to "'~' donr 
~n.~. ,.. rt~o~-::e t'> -:d • ~on t• ... !.s ..,t)-"'i_nr- , oo t'1ev• re 
!!"O!n- 1':0 ro,rrtf'.t- 1t . uo,· : · ro!"~n:- 1:' ,,,rV1~ 
'", 0\7P tr.n t . 

.. .. C.oef'n ' t . 

;Jp nOE'An ' t l:.nOI' , PI'CI'll 'le hE' !'')Ot'(' to ...... /lO"ain l.I'Ci t 
ni~•!t "nd I ~old .,.__ •• Pt I hrd been trll•1nr- tt• ·1· 
you J'.tr .. ~·""o:'t,,.. be.61"\r~ · ·e • f .... o.,P !r.to c resP1on 
be!"O!"P 0'1 !'" 40~1 1 o:->uc IH":'V ,.,~- --r.,tr~Py . 

It ' " rl l. clE'r>n r"'c' t>-,t ''"" '' ')n• ·l\pr l'h\ol) is on 
ord('l' fro, :)u')ont , 1rn' t it? 

rlell. 1t ' s !- 111 

So you l e t h1r.l k no1· t hat. 

I ' ll do t~P t ~nd tren l'leo, " llr t t>bout t h e 
::~i ' .l1on t wo !'or t"'e 1.:cr ~e~rrt...,ent? 

That ' o oll rPll'rsed. 
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, • • t • Jr : 

c: 
v . "f •• Tr : 

~ . .. . 

,.. . ,. 

..... ... . Jr: 

,.. ... ..,.. . . . . 
~. 
~ . 
.. , . ... Jr: 

! GO 
- II -

All r1srht f'1nr . 

\/hat? 

All r1vh.t ~ine . 

And if he h~A eny t roublr , 1r th~re • e eny 
t rouble on 1 t l et "~<' kno1·1 , but ,.,.osh 1 t • s beE-n oo 
hard to a-e t t"nt nnd tPll h'·"' thflt . 

Ves Bi r . Oh, I told r1~ thnt yeete~ay . I didn ' t 
tell h1"l t·lhY but I told h1m tl'>rt th~re hAd bPon 
extre~ely vrent dif'f1ou,t1ra ~ut 1n your ~et~ 
1n conncct~on t.•1-h t"~r dcRl ~>nd . ....... t you nrrf' 
""r!!Onally rJ>ndl1nro 1 t Pn<!i I )'I'd tl' l'~ed W1 tl: ''0U 
pbont 1t , Pni' you told "'t' t~Pt you ~rere ~"rnone1l, 
hP.ndUn~ 1t. 

It ' s all clear Pnd he ourht to be able to ,.,.rt thrt 
!!!11l1on tuo and s1x, he O\t,.,."t to "'E't 1t at once . 
~h<'re • s no "lore diff1cu~ t"rre nnd 1f thPre 
11re let US lmOl·' . 

11el1 then I think H hi' Jurt B1T1"~1Y a!)..,l1ed to the 
Oo,oan1es 1"l!'led1ntcly for tl'>~t -

At once . 

At once . !'11. tell h1!'1 t l-'.rt . 

At once . 

<'oocThye . 

Than·· you. 
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0""~ r '" t!'l !'" : 
::c.. 
:'olt ·· : 

u .. Jr : 

; : 

t· . ' . Jr: 

~ . 

... .. ' '". . . "" .. . 
r' : 

ves , !'r. Secre tnr~r . 

"arcr 15, l'llto, 
11: 55 a , "!! , 

Did CuEh inr- say anvt· in,.. af t l'r he left here? 

No . 

I Just wondtred. 

·:o . He Just seid , e 11 ~·c ~rall•eC' dovn the h11ll , 
t'hnt he ho..,ed 1:!' t " .. ro Vf're r ny crit1.cis,ll or 
BU"'"'f'F~ions t"""t we h11d fro- exe"'1net1ons 1n "" t 
future t rat we could d ' DC''"" ::he -,at~er ~rith the 
~eo~le in t"e bAnk end not ret it 1n t he rec~rd 
,akin,.. staae a-e 1n , because-he thought thet 
hllrnonious r elat!onohiQB could be continued on 
that basis , 

: don ' t t~i~< i t did any hor, t~ say t"at . 

Oh I think i t WMI vPry P'OOd, "r . Secret ttry, rnd 
I t h ink he 1:ent 1\IIAY with Cl lot bett er ti'Ate i n 
hiS '!lOUth . 

O. K. 

ThPnk you sir . 
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"_ T''DIA'iA TI' Vl:STIGP. TIO!lS !.!arch 15 , 1940. 
3 :45 p . 'l! . 

present : 

l!. M. Jr: 

l!e l voring : 

!! . !l . Jr : 

ii .. . Tr : 

:•el verln., : 

J . ' ' , ,T:' : 

l.!r . Grave s 
t!r . !:ielvering 
r:r. Irey 
J.:r3 Klotz 
t: r . ThoMpson 
l'r . Cairns 
At your service, g entlemen. 

Wel l , I don ' t kno··• just - I suppose maybe we 
coul d di scuss a little farther about 

\Jhat I call the Indiana matter, 

Yes . First, I T:an t to say that in the memo­
randum l.!r, Irey 1 rote you a nd enclosed was a 
copy o f Sulli van ' s statement --

Yes . 

I want you to un~erstan~ Irey d idn ' t do that 
voluntarily of ~is ovm a ccord . Ee thouc;h t it 
woul d be well for you to see i t and I okayed 
that. 

Yes . 

I am ap:proaching this fro:1 an entirely different 
an~le from Wha t s eems to be the a oo roach of tho 
attomeys . I am a p proaching it f r om an all£le 
of securi n£ evidence . They see~ to approach it 
from the ancle of having enough evi dence to 
secure a conviction. In all our practice over 
here and 1n other cases , the orders have been 
issued, the tes t1oony secured and t he day after 
it was done it •:as all over with. 'Ihis ::my t ake 
on a SiGni ficance that we oUGht to be ~re ca r e­
ful about , that is true, bu t wh en I read tho 
testilr.ony, the !'act t hat r.:r . wl :ier ha d sub­
mitted a statement o r th e books or t h e Eoosicr 
Democratic Club show1n~ so much moner c;o1nc to 
the State Democratic Comn1tteo , the J emocratic 
Committee ' s boolts not :.how inc 1 t , then he adrni te 
that h e didn ' t give it to them, that he took 
i t h imself' in cash und 1.& have cot photostatic 
conies of tho checks he cashed and t hose are 
ranging to 250 to s everal ~10 ,000 cbecks. I 
thim: 1 t is 1nconce1 vable for a man to handle 
that :ruch in one checl~ , cash, and not be able 
to tell a thing a bout wl~t became of i t , 
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Therefore , I say, in my opinion, his answer 
that it was gi ven for the general benefit of 
the Democratic Party or good purposes , is 
exceedin&lY vague and I think proper grounds 
for an order. llow, evidently the Attorney 
General and M.r . Foley d isagree with that premise . 
~ey want more --

Well, as I unr\ors tand it , and mird you, I handle 
a lot of these things every day just the way 
you do - you men have got to check my memory . 
I read Bob Jackson ' s l etter only once and as I 
read the letter it was a very carefully written 
letter, nnd you check my memory, and the letter 
said that he didn 't think as t he matter stood 
we 'uld enou{;h evidence, but 1.f r'e wanted him 
to go a.'l}ead , he rould . l<o,: , wasn't that about 
the purport of the letter? 

Yes, and it had other additional facts , 

nut wasn ' t that about whnt he said? Am I right? 

That i 11 l'ight . 

I only rend 1t once. It r.as a very short lotter, 
as I remenbe r it . 

Yes , i t was . 

He said, "In concluding, if, after consideration 
of the fore going, your Department feels that your 
investigation might be furthered by the fi l ing 
of the petition and you so advise , t h is Deportment 
i s willing to take that action and to cooperate 
with you to t he fullest extent possi ble , " 

I love to check my memory . It is fun to just 
check it . 

It i s wonderful, 

Now l ook, l e t • s just for a minute talk person­
alities on this thing . Elmer is a s i ck man . 
We have been through tougher thinss than this . 
I don't consider this a pa rticularly tougn one . 
It is unpl easant to have o pipeline somewhere 
in the Treasury and every t ime ~e make o move , 
it i s known and therefore it appears in the 
columns . It is a pipeline , definitely. There 
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1s a leek sanewhere \'lhich I don ' t kno"'· and I -
sOI'Ie day i t l:ill turn up . tJow, as to the 
personal side, Elmer is so wrought uo about 
this thlng that I think he OU( ht to go down 
to Florida and do a little coordinating down 
there . Do you agree on that? 

Yes , I think so , 

Because this i8 no job for n sick man. 

No. 

And what I an roady to do any t ime you people 
are ready to talk, i f you are ready today, you 
say you \'ant a court order, I won 1 t ask anybody 
except you two people. If you think it i8 
r eady for a court order, l e t ~e know and I will 
ask for one , and that ansvzers it , 

I think there is o. litt le p re liminary ..-:orlt v•e 
want to do before that . 

Uo you care to tell me? 

64 

Yes . I think wo ought to have a further analysis 
of this r eport for tv:o purposes . One , to find 
out if there is anything in there that :~. SUlli­
vo.n has tdsrepresented and ar.oth er is vmethcr or 
not •re have evidence suffici ent to ask for this 
court order. I !:l}'self think any judge would 
say i f a c.an :W.s cash in t t'.e w:tount o~ ~10,000 
and said he doesn ' t re~cnber or - i t was just for 
t r.e gener a l £OOd of t he Dc=ocratic Party, I can't 
concei\,e of it . 

Le t me get this thine strai£')1t. l'ihat does a 
court order accomplish? I am not fa:ni liar vzi t h 
that pro cedure . You ~:.re a lawyer, aren 't you? 

Yes . 

S'U'e . 

At least , I pas sed throu&b the stae es at one time. 

Just wha ~ harpene when we s o tbrout;b ths t procee sT 
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~e District Attorney advises the court that 
they haven ' t been able to secure from the 
witness an ans~;er to the questions that they 
want answers to, that he is either evasive or 
1n contempt , that is , contemptuous , as the 
lawyers call it , or refuses to answer . Now, 
tie can 1 t say that El der refused to answer. We 
can say very distinctl y that he Y/as evasive. 
He wasn ' t contemptuous about it . He was very 
a ffable , as a matter or fact . 

Too a f fable . 

Yes, but gave us no 1nfomation. I am of the 
opinion that if the court 1e advised that this 
can had Cll7 , 500 and 'llhich we have photostatic 
copies of t h e checks endors ed by him, on Ylh1ch 
be admits that he - a great many of th em h e got 
cashed - he doesn 't remenber so~e of them. 
~85,000, I think the f 1yure is , 1n the other 
fund . 

The slush fund? 

Yes . 

\'ihi ch he also pocketed , a s far as '"e know? 

Vlell , he doe en ' t explain where i t went or for 
What purpose it was used . ~235 ,000 t here - no , 
not quite that 1:1\lch. 

A little over t wo hundred . 

If that is presented tc the court and if t he court 
did request us as to why we want this order, all 
I think t:e would he. ve l o do in the world is to 
read the question and his anst:er . 

\/ell now, look . \le have ,.,orned - when will you 
be ready to make a rec~endation to oe? 

Well , there is another matter which ~ybe you 
( Craves) had bett er suegeat to him now, about 
T-hat we think is necessary here . 

l!r . F.elvering and I spent a lons ti~re this r:10ming 
going over this thing and we concluded that we 
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ftoul d 11ke , ourselves , to make an anal;,sis of 
t he evidence in this caae to see what •:e ht.ve 
got agai nst ench of these princi pal fig ures 
and what our investi gation g ives promi se of 
getting in addi tion t o what we have got. Now , 
that is something where we will need s ome hel p . 
l.lr . Helverinc and I can 1 t take two t ons of 
material and go over it ourselves , so we thought 
t hat r.e s houl d !:.ave a lawye r to hel p us on that 
job , or two lawye1•s . You r.tentioned sa.., Klaus 
yesterday. I thoUf)'l t perhaps you •·ere joking , 
but you r e coenize yourse lf that - t he need for 
people of tha.t kind, ':'he nan that ... e think 
would be most useful is a man nwoed Carpenter 
in the Penal Division of the Chie.f Counsel ' s 
O.ffice 1n the Bureau of Int ernal Revenue. I 
sa :· tha t because I hr.ve r.o rked with him 111yself 
on t hese motion p i c ture ca ftc s and othe r cases , 
t he Cnli fornia 

Schenck? 

And other s and on t ho .tnn en'7e r g case and 1 have 
seen the man Y'Ork and I know he is capab le and 
stra1G}ltfor1·:art" and quick, so llr . Hel vering 
qui t e agreed that he l':ould be a s erviceable 
man . He called !!r. ' 'ench el t o inquire 1f 
t.:r . \':'ench el •:oul d be mllin& to loan that !:'.&.n 

to him - l o t ' s put i t that \lay - to loan him 
to lolr . Felvering and .tr . l.encbel said be 1rould 
have to get tho clearance of Lr. Foley and 
Mr. Fo l ey decl ined to g ive his approval to 
thll t loan of t h is la'lr';e r . 

Why? 

\/ell , I t hink this is the reason. The man v1as 
one o.f the two llll'lye rs who were sent to .i.ndiana 
on this very case . 

Yes? 

And I t l:ink - I 8J:I sp&culating somewhat - but I 
think th i s l awye r , Ca:-ponter is his name , was 
not is sympathy with ~r . Leming, wbo was the 
~allow who was in here be.fore you in t h iS 
ob jection, i .n proceed1.ns with this court order , 
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and I t!Unk l!r . Foley had that reason. He 
gave a different reason to ~x . Holver1ng. 
I thi nk you (l:r . Helvoring} out;ht to tell 
tlr . L!orgenthau that . !Jr, Poley a l ready called 
Mr . l!e l vering and tallted •lith him about it. 

Well , when I called Phil .;onohel I sai d I 
~1ould like to have I..r , Carpenter detailed 
absolutel y to me for a woek or maybe more , 
He sai d , "Of course , " lie sn1dr, "Of course , 
I want to clear it with Foley, Be called 
me back and said he would l i ko to co~e down 
and see n:e and he came do'm and said he had 
t alked to Fol ey and Foley d i dn ' t approve of 
it , but he would talk to me , so r.hile ~. ~;en­
chel was 1n there, Folt~y called me , so while 
I did have an i nti mation tron your t alk yes ­
terday and al so f r an what Harold says , t hat 
we were just 0o1ng into t h is and t he v!l.ole 
thing would be deci ded by we three here, I 
did tell him, because I knew he woul d find 
out anyno•1, that wha t I wanted Mr . C-arpenter 
to do was to analyze tho file and evidence 
1n the Indiana case and I can read you no•1 
!Jr. Fo l ey ' s direct onewer . I had my secretary 
take it down. 

He said, "I m!~t be put in a posi t ion of 
being r espons i b l e for what Csr penter does , 
not knowing what be 18 doil'lb or l'fhs t m!£llt 
develop . I woul d be unco~fortable about it . 
l.'hen you get a division of responsibility and 
cut across divi s i on lines , you have a bad 
situation in the ors an1zation . However, I 
will be glad to let you have Ben Le!llll,g . " 

Of course, that is rather contradictory in 
itself. I motioned my secretary to take 
this dovm. I then I!UldO it pl ain to him 
that I didn ' t want Cnrpenter in any other 
cnpacity except a full detail to ~e and re­
porting to me or such man as I desi~te . 
or course, I didn ' t ~ontion Harol d in it at 
a ll . ~ell, he said he wou1rn 1 t feel like 
do1ne that. 

Well , what I told Harold yesterda:-, and this 
goes , i s that you and HarolC'. can have anybody 
that you want , 

: sr 
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I told l~r. Helvering that . 

I am going to have Carpenter detail ed to me • 
Foley isn' t in to~ . Does it have to be 
Carpenter? 

Carpenter i s the very best man we can get 
our hands on. We want a quick job on thi s 
and h e knovts all a bout this . 

You mean you think Foley oue,ht to have a 
chance? 

\iell , you r:ant t o have good feelinc all around • 

You won ' t have good feeliJ'lb 1n t his , t:rs . Klotz • 
It isn ' t going to be good. 

Well, I am all i .n sympathy with you ( Hel vering ) 
and I agree witb you a hundred percent --

He can talk to me tomorrow if he wants to about 
it . When do you want Cnrpentet•? 

The first thing in the morning , if we con get 
him. 

o·r. Tb.Oi:'lpson entered the confe rence) 

Noroan , I h&ve got 11 special case here and I 
want Mr . Helvering and :!r. Graves to handle it 
and I t old them they could h&ve anybod;r they 
want . '.:'hey wan t a "IB.n by the nace of Carpenter. 
For se-e reason or other which I don't know, 
!~. Foley doesn ' t want the~ to have Cer?enter. 
Foley is on ,.,is way to !lew York and I have asked 
the man to coMe i n , whoever is acting. I will 
e;ive Foley a chance to talk to me tomor r ow. 
nut I want Carpenter detailed to me , personally, 
you see. I want him - and detached - we will 
ask Fo l ey to tell us why , to c ive us a reason 
before I do it , but I want him before I do it . 
I am coming in here tomorrow moming and I 
want Ur . Carpenter here at 10: 30 tomorrow 
morning. \'ie can send for him. And I want h im 
attached to De and I will - he is working for 
ce . Then I can do anything I want rl t h hiD. 
Is ~t legal and proper? 

GB 
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It surely is , absolutely, 

(Mr. Cairns entered the confe rence) 

Huntington, si t doTm and pull up a chair, 
I have given t hese two gen Ll emon a task to 
do for me and I told t hem Lhey could have 
anybody they wanted in the Treasury . They 
want a laT~er by the name of Carpenter . I 
understand that t.lr, Foley has some ob jections, 
llo"' , you ~;et Foley 'llhen h e gets to New York 
ton1C)lt , see, and tell him that i f his ob­
Ject ions are serious , he can talk to me 1n 
the 1:10rn:1ng. T.Jat I want is , I want Carpenter 
a ssigned to me personally and he is working 
for me personally, s ee. 

Yes . 

Do you know about t h is? 

No . 

Well , i t is in connection v:ith the Indiana 
cases . 

Yes . 

~en I will assign h i m to do Uhatever work I 
wan t , but if - before we go through with it , 
Foley, if he ~ants to, can call me up tomorrow 
mornl.ng and tell me why, and I won ' t =ve until 
he has a chance to talk to me , but the proposal 
I make is , I ~ant carpen ter assiened t o me 
personally and r.hat I 8!!' goinG to do with rim 
then is a s sign h i m to Farold Graves . 

\'/ell, if Ed has no objection when I talk to him, 
shall I just tell Mr. Graves and Carpenter? 

That 1s it. As I understand 1 t , h e doesn't want 
tho responsibility , and so forth . \"/ell , I am 
releasing h:1m of all r ospone1b1l1 ty but he i s 
bei~ assigned to me and lfarold Grave s, 1n his 
capacity as Assistant to t he Secretary of the 
Treasury , is doing a special Job for me and he 
needs legal - he needs a laW)'er. 
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Yes . 

I don ' t want t o eo ou•eide of the Treasury, 
so I want thi s fellow. 

I understand . 

I am not coinr to rush Foley and if he wants 
his day in court , he ran have his daJ in court 
on the phone r.i t h rne tomorror1 morning. 

I have it . And if he has no objection , I won ' t 
bother you any more , I will just tell !~ . Graves . 

3ut I tol d Harold when he went into this job 
he could have anybody in the Treasury he wanted . 
For reasons I don ' t know, he has p i cked carpenter. 
I don ' t even know what the fellow l ooks liko . I 
can ' t h&ve harol d doing t h is d ifficult task when 
he says he wants carpenter - if there is some 
good reason and Foley :ants to talk to me to­
morrow, he can talk to me . 

I VI ill make that clear to him. 

And if you want to t alk to l'.arold afte!'Yiards 
to Get additional expl anation, he will be 
availabl e ~11en he leavos this office . 

I will ca:~e around . 

If there i s a good reason, oy God, after these 
years the. t Foley haa been in there, he will 
have his da:; i n court . 

or course . 

But ;ou talk the thing over with liarold . Is 
t here any other lawyor you ( Gr aves} want Ylhile 
I a.m at it? 

No , not at the momont . 

You just want this one lawyer? 

For the t ime being. 

The sugsest!on of Le~ was nade. He doesn 't 
want Lenin£ . I don 't lcnoW why. He war.ts 
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Carpenter. All right , I told him as a bribe 
~then he did th1e job , that whoever he wan ted, 
ho could have. Nov1 , I am not going to fall 
down on him. See vthat there is to 1t , will 
you? 

Ye s , indeed. 

Jus t t he sene way aa when I want 'neutrality" 
I want you and I don 1 t v;ant somebody e lse . 

All right. 

!3\lt I want to make it very , very clear if 
Foley has his doubts he can have his day in 
court over the telephone, but i f harold can 
~ell you a bill or ~oods and you can sell it 
to Fo ley , don ' t cone back, but if ther e are 
any doubts in Foley' s mind, he talks t o me 
tomorrow. Is that fair? 

Absolutel y . 

And Norman ':bompson will d raw up the papers 
and the man will be detached until furthe r 
notice to me personall y , not to t h e office -
whateve r the way is. 

Yes , sir, that is easy eno\l(;h . 

0 . K. Y 

l'ine . 

And you (Graves) go baclt and see t h is man 
afterwards . 

How i s ncutral1tJ' , anY";ay? ;·;e are not too 
neutral , I hope , are we ? 

\'/ell, we jus t s ot a t o legraiJl f r01'l J!orway that 
we are to be put 1n jail. 

You and I both? 

You and Herbert and I!IYself . 

.:. 71 

You supply the books and I will supply the food . 
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Fine . 

'i.'he books he would recollt"'end are too hisJlbrow. 

Oh, he has got some othe1•s , 

I remembe r the last ones he recommended. 

What e l se? 

I assume you intend that I am to ~tey v1th 
this case until we get to the end, either one 
way or the other. 

That is rigbt. 

l..r.C:. .:ou . L!mtioned Mr . Klaus. 

I think Klaus is jus t going to t rial out there . 
You had better not pi ck him up . 

I was just go1nc to eo.y again , if you were 
serious i t would be entirely suitabl e to mo . 

J:o , ;rou had better leave Klaus alone . Let :ne 
l!lllke another suggestion, v;i th the exception 
of this man here ~o only makes one copy, don 't 
m"i te any "'lore :ne1:10rnnda about tl\1 s . V.hen you 
want to see me , co!':!e ov9r 1n this rooo and talk 
it over. Don ' ~ write any cenoranda, ~ecause 
scnewhere along the line , in all this memoranda 
stuff , sooebod7 is getting it, so no more meno­
randa. 

I won' t . 

See , and I am interested o.nd I have (Ot a ll the 
ti:ne that you c entle:nen need . !:ow , supposing 
you 5et carpenter tomorrow. \ihen do you think 
you will be ready to see me again? 

I 11ould ;:uess before the mi ddle of next week. 
Tomorrov is Saturda7. 

Remember, I am go1nt: awo.7 on the rU.cht of the 
21st . 

.'hursday. 
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Yes , >~e will have the reoommeniatton for you 
before that , won ' t we? 

Oh yes, yes . 

And you had better olean up whether t.sent Sulli­
van is or isn ' t . 

Yes, sir. I would like to say now that I htwe 
examined since las t n1&ht this statement made 
by Bo El rte r and the analysts or criticism of it 
by SUllivan, and vmile there are discrepancies 
be~ween Sullivan ' s statement and the questions 
and answers thing s from l3o ~; lder, in my opinion 
there is nothing there for which anybody could 
attach any blame to Sullivan. There was no 
intention on his part to ~~srepresent or to 
deceive anyone with reference to any part of this 
busi ness . 

But now, no more me~oranda. SoMewhere in these 
memot•ancta r;oine; around SoMebody is getting them. 
Between now and t h e 2ls t , '1'hursday night, you 
oue)'l.t to be able to Give me an ansv:er . 

Yes . 

·;,'ho else do you want? 

ryell , I am not sure . I thought it best to stay 
aYtay from Irey 1 s people , not brL"lg 1!l any of 
Irey ' s people , that is , to h e l p me. \'le have 
got to talk m. tb I::oey ' s people. 

All ricJ1t . 

Not that ! myse l f have any lack of confidence 
1n Irey's people , but I thinlt perhaps i t 1'/0ul d 
look better if I just used other peoplo than 
tho people who have been in this picture • 

You will have to get certain in~orrnatlon rr~ 
Ur. Sullivan. 

And you and the CoL'Cillssioner are goina to do 
this thing together and 1t is just between \.he 
throe of us and the only thin~ I wanted out 
of you, norman, was an order and Harold will 
let you know. 
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Lo you want Carpenter to see you tocorrow? 

lio , the point is \.hi s . I can s ense this 
It i s this old f1Jht between the General 
sol ' s office and d l vidlnc the authority . 
that what 1 t is? 

~hat 1s right . 

t l"ing . 
Coun­

Isn ' t 

-:here fore , ! cut a cross all lines and t he fel low 
is as t ioned to me personally . 

"'es . 1.11 right . 

(!..r . '"ho-.pson l eft the conferer.ce) 

. :r: Isn ' ~ that ""at 1s t!.o .:natter? So then::: cut 
ever; tlrlng loose ana I can picl< up a l awyer 
nn:l ass i <;n him to Me pe rsonall7 and then l e nd 
him to this fellow. Ia \.hat rieht? 

!olvurin£.: Yos • 

.;. 74 

r&.VSS : .:hat is ''lhnt \'Ill supposed when lil' . Helv<J rint. called 
an.l :.u- . ',/enchol said yos , just like that. Thora 
v1oulo be no questlon about it . 

. . Jt' : 

:"4\"CS : 

r.lotz : 

ll . :.: . Jr: 

:""ey : 

· .. na t v.ill \7e do a~ut : lmer? 

: unC.erstood JOU v:anted to tell hi= of ;·our "ish 
that he go away an~ take a r est. 

I thousht :'le t_ot tho.t ii'!Presslon !'rom you last 
ni&h t . 

!le did, but I ·.ant to tell him. 

( l r . Irey onterod the conference) 

~lme r , among st your friends he r e , we think that 
this i s a nice time o f the year t o do a litt l e 
coordinating . 

So I have been told . 

And this is a:1 order , see , and ::: don ' t o;ont any 
ar,;u.=nt. 
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I rey: 

Iroy: 

1.-l , JI . Jr: 

!roy : 

!: . ·• . Jr: 

Ire:,o : 

l! . !I!. Jl' : 

Irey : 

.... . . Jr : 

Helver ing: 

!~J: 

H. l . J:- : 

I ro:r : 

- 7[ - ;:) 

- 14 -

Like you have , generall y? 

And so betwoen Norman l'lompson and Herbert 
Gaston, they wi l l f ix you up a ni ce coordinating 
order. I don ' t think he OU&ht t o go down t o 
Florida , boca use ! '!' , • J . ~E:;ar Hoover has ad­
vertis ed that too much. I t hink so~ewhere 
around Biloxi. Haven ' t you got a job down 
t here 'I 

I can f ind one &nY''mere in t he country. 

I an perfectly ser i ous about it . Vlhat 1 s the 
next dis t rict .... est? 

':;es t of her e? 

No , whut i ll the next distri ct , the t:is s1ss1pp1 
dis tric t? 

Houston, 'l'exas . 

'l'here 1 tm ' t anyth1n~ down al ong Biloxi '1 

Nothing around Biloxi. There are pl enty in 
New Orl sans . Ther e a re p l en ty of pl a ces of 
t he t yl)e you have 1n mind • 

I wou l dn 1 t c;o to l' iam1. 

All ri£}1t. ile are h' vine a 'tleeting there 
Tuesday . 

They are having a r egul ar meet i ng at !11ami 
Tuesrlny . 

7he re is a pis tol match they have been t r ying 
to get me to co~e to. Her bert Gast on a nd I 
have been talking a bout go ing to 1 t . 

You and Herbert Gaston fix 1t up and you get 
your papers f ixed up and by the tine you ccrne 
back you will have sOMe health nnd your friends 
will look after you . 

Uaybo a better disposition. 

Your disposi tion i s all right. Tn1s is simply 
because for years and years o f bard wor k you 
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!roy: 

I roy: 

!:. , . Jr: 

Helvering : 

!I . ... Jr: 

Hel verin.;: 

s .:.:. Jr: 

!iolvering: 

Ji . ~. Jr : 

- 15 -

have earned a va cation, see , and your friends 
here , •te here, will take care of the situation 
by the time you co:ne back and it will be all 
right . 

All right . 

This is simpl y a vacation, because you need it 
for your health ' s sake and it has nothing to 
do with any cases pending. Got 1t? 

Yes , 

Because you need a vacation and we all think 
yon need a vacation. 

I aprreciate that . 

Guy, I am waiting to hear fro~ you and When 
you aro read7, you phone me . 

Do I understand we will have a meet ing hero 
Monday mol'l'ling about this? 

All meetines, all bets are off until I hear 
from you. 

All riW1t. 

Thia waa before we decided that ~lmer was to 
go south. ~~en you are ready --

I have a note to be in your offi ce on !londay 
morning. 

i~en you are ready, you co~lcate wi th me 
and t hen I will aee you and Harold. But no 
t'IOre nemoranda. 
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TREASURY DEPARTMENT 

INTER OFI"'CE COMMUNICATION 

DATE 

TO Sacretaey llorgentb&u lla.rcb 18, 1940 

0'11014 !. H. Fc1e7, Jr. 

Attached ia a !lleaorendua containing the statute governiD& the 

dlaclcaure or incc.e tax intoma ticn and the penal tiea tor 1 ta 

nolat.icn. 

In tbe abaanea or lmow1ed(e or into~tion purposed to be 

dlacuaaecl with nawapape~, it ia 1apou1b1a to give 7ou acre apee1tie 

adnca at t his tiae. 

ittacb&ent 
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1. The provision of law prohlbitios t he divulging 
or !ofor:os.Uon concerning a person ' s inco::~e tax return 
i s as followa 1 

•u sbt!ll be unlawful Cor anx collector, 
deputy collector, agent , clerk, or other of ficer 
or ai'.lpl oyoe of the llni ted Stetsct to di vul.ge or 
to :oeke known in any mannor whatever not provided 
by l8.W to ArtY l?f!r$on the amount or source Of income , 
profits , l oaeea , expenditures , or any particular 
t'lereof' , se t forth or disclosed in any lrl£0::>& ret•u-n, 
or t.o p~no1 t any lncoae return or copy thereof or 
any book containing any abstract or particilars 
thereof to be seen or ex&!lined by any p~rson except as 
provided by law; snd it shall be unl:nrful for any 
person to print or publish i n any :oanner w~tever 
not provided by law eoy inco:ne return, or any part 
t horeof or source of income, profits , losses , or 
expendi turea appearing in any lncomo return ; and w 
offense agains t the foregoing nrovision shall be a 
misdem~~nor and be punished by a flnc not exceeding 
$1,000 or br i~prisonment no t rxcft~dlng one veer, gt 
botq, a t the discretion or the court; And if t he 
offender be en offlcer o r ~ployee of thA United Statrs 
he sWl be dis,il'lsed froc office or dischsrged fro"' 
e;oploy;oent. • (R. s . .3167 , r , R. c. sec. SS(f) (1) 
~erlintng supplied) . 

2. Violation of t his provision ia a misde=eanor punis hable 
by f ine or i~prisonmont or both , and also by di a=issal fro~ 
office, The prosecution could be institut ed either by tho 
Atto rney Cenerel or by the United Stet•a District AttomeJ" in 
• hose jurisdiction tho offense might occur, or by a Grand Jury 
re turning a true bill. 
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T REASURY DEPART MENT 

WASHINGTON 

!:arch 1 9 , 1940. 

Follo1nns is a sumoary of the record relative to the 

1:: uil-:r into the taxable S10t>tus of the Hoosier DE!l!locr atic 

Club: 

(1) On Uoveotur 7 , 19)8 , lion . Ja.::1es ;·. 
!:orris , .~<ssistant .~ttorney GEtneral , for the 
.• ttorney General , addressed a letter to the 
Co~~issioner of Internal Revenue , referring 
to hin for t1p~ropr1ate action a c~~unication 
:hich the Depar t ment of Justice had received 
from one Geor ge R. J effr ey , relative to 
charges of possible tax evasion by t he Hoosier 
Democratic Club . 

(2) The Co~issioner had h~self received 
a siuil ar letter direct f r o11 J~ffrey , and , on 
October 20 , 19)8 , had , throu;h the Chief of t he 
I~tellicenoe Unit , r eferred t~is ~attar for in­
ve t i .:;ation to ~. A. P . ~adden , Special kgent 
in Chu-ge , Chicago Di•:lsion . J:adde:t assigned 
t~e case for i nvestigation to 3pecial . ~e:tt 3 . ,. ,, ~"~ ... . . au~. 

(3 ) During noveober, 19)8, S!lcciaJ. ,.gent 
\'c.ughn intervie·.-;ed Bo·.oan :::lder, TTea::urar of 
t ho Club , \tit~ a vie•.: to elicitin.:; inforwat ion 
necessary to a det ermi nation of the taxable 
st~tus of the organization. 

( 4 ) On November ) 0 , 19)8 , Blder addr essed a 
connunication to Special Agent Vaughn, givi ng 
certain infor:'lation as:•ed by Vaughn , and stat i ng 
grounds upon ·.;hich the Club claimed exeoption 
fron taxation. 

(5} On Decenber 2 , 1 9)8 , Special •• gent Vaughn 
transnitted 3lder •s c~unication t~ the Bureau ot 
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!,;e::~orand= for the Secretary- -2 , 

Internal Revenue at ::aehington \li th the request 
t hat on t he basis of the facts submitted the Bu­
r eau .1ake a ruli n.; as t o the taxable status of 
t he Cl ub . 

(6 ) On January 13, 1939 , the Bureau addr essed 
a letter to the Club , calling upon it for cert a in 
supplemental i nformation concc rnine the Club' s ac­
t i vities and finances . 

(7) On February 6 , 1939 , ~lder , in response 
t o thi" request , transmitted to the Bureau a sv1orn 
stute~ent concerning the scope of the Club ' s activi­
ties , i ncorporating tabul a r stut~ents of receipt s 
and expenditures . 

(8 ) Since that time , an investi gation by offi­
cer s of the Bur eau of Internal Revenue has been pro­
ceeding, to secure accur ate informat ion regarding 
t ho Club ' s receipts and expenditures and t o verify 
t he st .. tements made by Elder ;:ith a vieH to secur­
ing a tax- exempt status f or the Club . 

The pending investigation has developed , beyond a doubt , 

thJ.t the statements filed by .,;lder with the Bureau, under 

oath, 1:ere false and misleading. l!oreover , I:lder has con­

eistontly r efused t o d i sclose t ho information which is 

e~senticl ~o ~ dete~nation of the question r a ised by 

Jaffrey and subsequently referred t o the Bureau by the De­

?urt~ent of Justice, as a' ove stat ed . The petition for a 

court ordor now under consider a tion is for the purpose of 

compelling 3lder to supply this information. 

CRAVES. 
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llio de Janeiro, March 15, 191to. 

Jlo. 2730 

SUbJect: Pelldi~ :Br~lilian llaJ!IdDC 
Lechlation. 

ORIOIIIAL & !i'HREI COPIIS liT .Ull M.UL - COJ:FIIU~IOJ: COPY BT Sb'+MER, 

Strict1l Confidential 

!'ho Honorable 

fhe Secretarf of Stats, 

Waahicgton, D. 0. 

Sir: 

Vith refercce to fiT d .. patch llo. 2691 ot Y.arch 9, 19l!o concerninc 

the otatuo ot foreign ba:Dito n ... c.-rio the propooed nev b•nk1ng lechlation 

1n thlo count>7, I han the honor to report, tor the 'l'rea8U1'7 Deparlnent 

aho, that a m811!ber ot rq otatf dlacuaaed thh oubJect intoftlall.J' viib 

Dr, l'r1111chco Campoo, tbe MWoter ot Juatlce, to vbcm tbe proJect ot 

lav bat been referred tor r eport. 'l'be Minleter otated that the "proJecto• 

vea on hh deale but that ao ;,et be ba4 onl7 chen it wperticial attention. 

& dated, however, that be bad a1reacl.7 intoned tte Mi~oter of Finance 

of hh opinion nrball7 on the ceneral subJect ot toreign balll<o, DPilJ' 

that t he OoYerDIIent ahoul.cl. allov tb1o matter to r.aln in etatuo .9:!!!!. tor 

an ill4et111Ue period, Be acl.ded tbat he hld the Mi~oter ot J'i!Wice that, .. 
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u ume vent on, it vaa beeomi~~& aore ni4ent eYery 4q that foreign 

e&l'ital vo.a Y1 tal tor 11rasll 1a 4e ... lop.ent and tb&t nerT ettort lhoul4 

bt ,.,de to attract it and reatore contidenee and l1ru1l ' • credit abroad 

IIIIich baa been ahakT for eo II&ZQ' 7Mre, I!e etated alao that hie tiDal 

r eport on the banldnc lav proJect to President Vargas would be alo~~& 

t ht abon-centioned lin111, fh.ie attitude of t he Min1ater ot Juetiee 

tmo also been con1'1rme4 by Sr, Boueae, Secretary of the Technical Council 

oc Z.:oDO>O' and l'inance, in a 41aeu .. ion of the aubJeet todq. 

'!'he Minilter ot Juetiee vaa aloo questioned concerning the p roposed 

lAw eoTeri"C corporations ( aociedadll &DOJ1710&1) llhieh h also 1n hie 

!wldo !or report . When asked whether there V&l an;r truth to t he report 

thet thia l&v voul.d 1118ke oblip toey t he control by l1radl11U1a ot all 

corporation• in thh countr;r, he anawered emphaticall;r in t h e neptbe, 

Ro r eiterated that it vas high time tor Br asil to recede fro• the 

ant aconhtic attitude toward foreign capital vbieh bee bean prnalent 

in Oonrlll!lent circlea here ae thh policy waa only aerrlng to impede 

Bresil ' • procreoa . 

l'lle llo . S51. 6 
'UX:L!P, 

llecpectf'ul.l;r ;roure , 
Jlor the .U.bauadorl 

Yare~ •• 
Second Seeretar;r ot •'baoq, 
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P.A.RAPHRA.SE OF TELEGRAM SENT 

TO: American Embaeey, JU.o de Janeiro 

NO.: 73 

DATE: Maroh 111, 19-tO 

Although the Department hal taken note of the 

oooment 'lorith reference to Grade VIII which ia contained 

in your telegram no. 97 of March 8, there ia trana­

c1tted t he following i nquiry from the Foreign Bondholder• 

Protective Council: Doee Article IV of the decree-law 

obViate the possibility of any payment s being made to 

State of Ceara bonds during the next tour years' The 

Bondholders Council mentions t he promotion ot Bah!a 

bonds through the June 28, 1934 decree which 1s men­

tioned in Article I . 

EA:EB 
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STRl ~ TLY CONfiDENTIAL 
TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATE Wazeb 15, 19~ 

TO Sacre tar:v !lorgenthau 

,ROM 11r. Cochran 

1t the .uggeet ion of CoAQ&nder fhompaon, I rece i Yed thi e ~orning at 

10:30 Ur . Victor Vel&aquu, &n attorney from l.!exico City 11ho bad cooe to 

'tashlnston wi t h lntrodnctiona f r olll our :Z:baaay of f lci &la , and who baa been 

reeelnd by llr . ~ In the Department of State . 

llr . Velaaques Ia not i n the GoYernment but Ia a etrong eupporte r of 

Senor J.l.au.n, wllo is oppoel.nc the candidate of President Cardezme, llkal7 

to bt !Jachado , in the prea1dent1al electiona 11h1oh are to take place July 

7, 19bo. Velasquet 1s not &t all sure that Cardenaa ~ n.ot continue in 

office be70nd hie l epl tenure, followi!lg the e:raaple of certain alate r 

r epublics t o t he aouth, I f the election cont empl&ted by Mexican law takea 

place, Velaaques expecta llacbado to be t he Cardezuu candidate . If elected, 

bowner , !.!aclu\do would haYe little power. It 1a the plan of Cardenaa t o 

t~ over the preaidenoy of the powerful political or £&D1zation which new 

cbracaa the worlalen , peone a..d eol<iiera, and through this orpni sation haTe 

a etrangl e hold on the Government . Velasquez aaid thh organ i zation Ia now 

IUlder a radical leader f r om Vera Cruz, and that liiDoDY of his lleutenanta are 

co...urlat ret~ea fro:a Sp&ln. 

Velasquez Ia a Chepultapeo graduate, oanlr7, and Ia not of the llexiean 

l'Opula:r f r ont . l!e atre .. ed the extent t o 11h1eh the pr eaent Govern:aent and 

Ito aupportera p~ up American purcbaalng of lle xicllD et lver . l!e atated tbat 

ll•rloana could not underatand wb7 t he United Statea ahould be bu;ylng llexicao . 

ailver a t an exce .. iTel;y high price, except t hat It baa been explained to 

U:e:o b7 the Goveruent that t he t 1'Dp&tbet1c J.c!mlntatration in the Ulll.ted Statea 

d!aind t o IUPPort and perpetuate the Cardenas regime, and chose thia IDAD.IIU 

of get ting funds t o their f rlenda. Velaaques f eels t hat it our purcbaae of 

i!ezican atlver should atop prior t o Jul;y 7, the llexican people would Interpre t 

thla a a a wi th<irawal of au,ppor t b7 the American Govern:aant of the C&rdenaa 

regime , l!e Ia conYinced that this would help tremendously in the election of 

a ~Yernaent 11hich ~uld cone Into of f ice with the Int ent i on of r eatortng order 

i n 1-'exico and eat&blhhing r e spect t or propert7 rigbta , both <io,.eatic and 

for el.cn. SUch & r e£ime woul<i welcome the influx of foreign capital aa wall aa 

settler a. 

I t old llr. Velaaquas t hat the question of our continuing purchaaea of 

fo:et cn ail•er mutt neceaaar117 depend upon the dAci aion which will probably 

be taken In Congreaa within t he next t ew da¥•· I mentioned apecltie&llT 

Seoator Townaend ' a bill. I reminded h1lll that t he queatlon or our purchaainc 

foroicn sib..- did not r eYOl•e aol el;y about the point as t o whether the 'l'reaaur;y 

requlrea more ot t hia aet&l t o back Ita currency , He re&lised T&rioua taetora 

were Involved. He hoped, boweYer, that the Townsend bill would pau and he in­

tilted that this would be to the benefit ot llexico , no t only polltlcaU:y but 
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econol:liul)J. He 11&14 that eo loll& •• we cont1nue to p&)' a f1et1 tloue price 
!or llexiean s1lTer the f oUDdatlon of Kencan •one7 and econo87 wi U be UD-

1tablt. !le think• it bett er that a norM.l sllnr oituat1on be rnerted to, 

1
,.

11 
tho~ thie -.., result tnporar1l7 in a we&lceni~~& of the ILencan p .. o. 

!!e ~hAa1•od the dlnreit;v of product. of llenco and realised that -.rlteto 
!or copper and other Kencan export. alt;ht eo lmpron during the -.r that 
t hil would be the ideal time for the tranei Uon of llenean economy f r om the 

11111
tabl e silTer baaia to a firm and eolid one. 
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STRICTlY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTER OFFlCE COMMUNICATION 

TO Sscretary Worgentbau 

captain ?uleaton told ... this ""'rnilJ4 that the Secretary deeired ap:poillt­
.. nto tor bil:l with lle .. ra . J.ahton-O.tkill and Riat . I accorclinglT arranaed 
throU&b lolr . Pineent for llr. J.ahton-Gwatlcin to reoeiTe Captain Puleeton at the 
! r1tioh Eabnesy at ll:}O t hia forenoon. 

I talked directly with Professor Riat at 11125. I had not been able to 
t!nd him earlier aince he 'lll\1 at neither hia hotel nor Embasoy. but in the 
Sta\e Department. Since the Professor 1a le&Yin& th1a afternoon for New York, 
he acroed to telephone Captain Puleaton at once at t he Br i tiob Embaoay t o try 
to arrange for e 12130 appointment t oday. 

Proteaaor Riat told me that he will be in !few York at the lraldorf..A.a toria 
1111U l he re turn• to 'l'aah1ncton for a dinner on Yednea~ 8Yening. lie could be 
re..:~>od at the Waldorf or a t the office of llr. Purvis. !!e stated tbat he bad 
a nUlDber of queatione to take up with Purvis. lie mentioned particularlT hie 
concern onr wb&t he considers enormous e:q>orta of copper which are now going 
to Ruuia . In answer to m,y inquiry , he et&ted tbat he was not accoll!P&nying 
Athton-tlwatkin to Ottawa. lie &&id the principal point to be diacuaaed there by 
!ahton- Gr.&tkin will be that of a nATal control baae. Riat may later go to 
Ottawa with J.ehton-Gwatkin when they are cliacunilll: economic problema. 
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ST RICT LY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATa l£:u-ch 15, 19\Jo 

TO Secretary Uor genthau 

rROM !.lr . Cochr&n 

lo:l• . Art hur Fisher , who s t a t ed t hat he i a IL lawyer i r on Chica&o . present l.y 

1
top}1nc at the Hotel Uartinique in ;aahi~on, cal l ed on me this afternoon. 

£• 
1
tattd that it had been sugges t ed a t the State Depnrtment t hat he aee me 

in rtprd' t o the Treasury 1 • attitude t oward a proposition which he h wor l<itll; 
r . ~ . fiaher waa not wiLling t o diac l oae h i a pr inclpe.la , ei t her in t he 

;;uH•d Statu or in China. He t a lked r a t her hazily of &n idea for the w.lt of 
~ 11-. I~C:ll'i tiea di r ectly to inveetora in thia C0111ltry, without the inter­
:ooil•tion o~ under 11T1te r s , 'l'he securitiaa .,.,Ud be issued by t he Chineae 
joyernsent &nd j;Ue.!'ant eed b;y a b:u>k, pre.,.,..,.bly i n China. llo e.mounh were 
sent1~nad. llo indication was gi ven a e to t:bether reYenues would be pledged 
o" the bond a liquidated through export a !ron China to t he t1n1 ted Statu. 

I tol d th• vlai t or t hat I t waa the Depar t ment of St~te which pe.aaed on 
the pol l c;y of fore i gn borrowing In the United Stat es , and th.~t the S.E .C, had 
!or3aliti ea to be met , The vis itor t old me that he had a lree.d;y visi t ed t he 
s.;:; .o. and f oW'Id that his i dea waa wel comed there . In the St ate Depar t ment 
ce had. ... n l!eeara. lolcKay , Adama, Feia, Ll veaey and Hiss . Be baa alao talked 
with .:r . Whittemore, Vice President of t he Export - Import :Bank. 

I told :lr , Fisher that the 'l'r easury1 c contac t on Chinese financea had 
~ n rlth l.!r , Chen , and t hat we were a 'II\U'a that the !:xport- I"'l)ort Bank was 
,;rant•n a ne" credi t , followi ng aatiataetory exper ience with the c r edit already 

outatandilli . 

I told t he visi t or t hat the St a:e Department bad not consulted the 'l'raaaury 
>partaent on the proposit i on Wblch he so vacuely outlined , and tb&t I he al­
'•tt' to a•nt1on the c:at ter t o tht! SecrstG.ry in the absence of aoae concrete 
h.:ormatior~ . I refused to indicate an:T Trea sury poaition, except to ae.y t hat 
~ur rtl~tions on official f inancial ce.tt~ra with Ur . Chen wer e entirely ae.tis­
!aetory. i.lr , i1aher then r emsrked tha t he hoped t he ':'rea~·Jl7 would no t, in i t a 
eonytraat l ons wi th~. Chen or t he Chiness Embe.aay here , t ake any position 
•la-o-via his pr oposition which mi ght r eault in these off icials cabl i ng a r eport 
tD Chine. which mi ght hurt cr.ancee f or t he succeaa of his unde r te.kiQl;. 

Attar the viait or left , I telephoned ~. Livesey Who confirmed t hat Fi ahe r 
h•t. calhd at the State Depart men t but had not preaented enough information t o 
,.r,..nt any Indicat ion as to what the a t titude of the state Depe.rtctnt would be 
.1:1 the pree~hea. Livesey t ho11£}1t t hia m&n waa in the buaineu for a pr ofit, and 
::o na a little aat oniahed that &nyone ahould be thinkin.; o:f a new i u ue of 
:h•ntae bonda i n the United s te.t ea wi t h present i aaues now i n default and quo~ed. 
•~ l ow. 
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PARAPHRASE OF TELEGRAM SENT 

TO: .American Embassy, Rio de Janeiro 

NO.: 72 

DATE: March 15, 1940 

Due to t he tact that the details ot the Brazilian 

debt servicing decree ot March 8 are not widely known, 

considerable uncertainty is reported i n financial circles 

in this country regarding its actual effect. Tae text 

ot the decree and ot Aranha1 e letter, as cabled by you, 

have been eent to the Counci l by the Department . As 

yet no public statement with reference t o t he matter 

hae been made by t he Bondholders Council . 

It would be ot assistance it you could tell us 

exactly what coupons t he Brazilian Government intends 

to service (Article III ot t he new decree- l aw) and what 

procedure will be set up in order to make the funds 

available i n New York . When will t he various paying 

agents ot the i nd1 vidual loans reoei ve i nstructions t ro:D 

the Gover nment ot Brazil? 

HULL (HF) 

EA:EB 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

llaroh 15, 1940 

IIEIIOIW10Ull FOR TI!B SBCRE'URY 

After the •eeting of the Preaid.ent' a Lit.iaon Ccmmittee yeatercl&y al'ternoon 1 had a ooonrsation with Adlairt.l Towera iD whioh the priooiple of releaa­ing rostrioted aTiation equipment materiel wae disoussed at length , He otatod that, after the presentation whioh had been •d• or the Allied situation by 11. PleTan, be reali&ed. thoroughly their desire for the lateat aviation mat eriel, that he felt that there ahould be made aT&ilable to the Allies all information oonoerning plana and opeoifioations ot ~ exi•tine or proposed planet and eng iDea 1 and that he -• going to d.iaouu this matter with the Chief or Operations upon his return to the II&")' Depariaant . 
Lut eTaoing he oalled ,.. at home and stated that he had diaouaaed the matter with Ad!rlral stark, as well as with Seoretary Bdiooo, and that they both agreed with hilD. He aoked me to tranomit to the Anglo-Frenoh Purohe.ain,g Board the iotonoation that the NaY)' would be vel'}' happy to lit down with aey teoh­:lical representatiTe or represent& thea they deaire •to send to 17aehington and diaouaa ~ aviation materiel in exiatenoe or in deTelopment which they felt mi&ht be of use to th.,. iD their proposed progr..,.. 

1 talked by phone with llr. Pu.TTia at li- York and tranaaitted thia intoTMtion to hilD, and he adTiaed me or hia appreciation or the aotioo taken by the Nay;y and st&ted thllt he would have a teohnioiat from the En&liah and Frenoh J..:nrq iD Vlaahiogtoo to:oorrow aorning for oonaultatioo with repreaaotath .. of thAI Bureau ol' Aeronautioa or the llay;y Department, I promiaed to put hil repreaen­tathe in touoh with Admiral To .. re upon hie arrival here to•orrow. 

~~ 
Chairman, Preaid")lt 1 a Liaison COlllllittee 

J 
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TREASURY DEPARTMENT 

WASHINGTON 

IIAt.roh 15, 1940. 

:so 

In regard to cloaing agreements under the Vinson-TrL~ell 
Act , tno de-velopmente during the week were aa tol low11 

Bridgeport Brass Compacy 

On Uarch 13, 1940, receiTed a requeat tor a closing agr eement 
inYohiDg specb.l tac111t1ee costing ~107,600 .00, prorlded the 
contractor is awarded a certain Wavy contract. 

Walter Kidde and Coopany 

On ~arch 14, 1940, received a letter from the Navy Department 
re~uoatin& th&t consideration be g1Yen to contractor's request for 
a cloaing agr eement. 

On KLrch 15, 1940, conference were held, forenoon and after­
ooon, with coatractor'a repreae.ntativea. 

/?~~ ~.i'oner. 
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PAlW'BRASE OF TELEG!WI RECUVED 

FROM: American Embassy , Paria, France 

DATE: March 15, 1940, 7 p.m. 

NO.: :S.S 

FOR mE TREASURY DEPARTMENT FROM }!ATTHEWS. 

T"ois afternoon Pennaohlo ot the Bank ot Italy oame 

to see me tor a ohat. The commercial and clearing agreement 

between Italy and France concluded recently (reference: 

t elegram ot March 7, No. :SOl trom t he Embassy) he said 

had provided tor a balanced import and export trade between 

the two countries which was estimated to reech 900, 000 , 00 

fr ancs tor t he year. For the year l9:S7 exports t o I ta.ly 

trom France totaled 5:Sl ,OOO,OOO trance, and tor 1938 they 

were 485,000,000. In 1937 Italian exports to France 

totaled 571,000,000 , and 1n l9:S8 they were 577,000,000. 

Pennaohlo said that France had been •more reasonable" 

regarding agricultural products trom Italy than had previously 

been the case, especially in lemons and oranges, and that 

Italian exports to France will include about 40 percent 

agricultural products. Important items ot the remainder 

will be various textiles and hate - reference, telegram 

ot February 8, No. 185 trom the Embassy; the scope ot this 

agreement does not include French armament purchases, 

although Pennachio intimated todaY that such purchases are 

not as great as had been th e expectation. Under the 

agreeoent, pa;rwents are to be made at the ott1c1al franc 

rate 
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Irate tor the lira. Pennaohio 1&1d he thought that the 

outcoae ot the a.greement wae eat11faoto17 to both 1ide1; 

he took part in the negotiation1. 

Pennaoh1o remarked that h1 thought ott1ciala ot the 

Bank ot France were at heart eomewhat concerned at the 

important drop during the laet tew ~e in the free market 

rate tor sterling and the frano at New York, although 

the official attitude ie one ot inditterence. He expreeeed 

the belie! that there 1e no deliberate moTe to 1timulate 

exports aa a rea~t. 

It aeema to be the feeling of Aaarican bankers here 

that as far aa the trano it1elf has been a taotor in the 

recent deol ine, r ather than meral7 aterl1ng1 a partner, 

the drop ia due in part to the French GoTernment1 e recent 

practice ot reeding the tree market supply ot franca 

through insisting that imports from the United Statal be 

invoiced in trance; reterenoe1: telegrams ot February 14, 

No. 213 and February 20, No. ~7, !rom the Embaaay. 

On exchange control, Pennaoh1o ia a firm believer in 

•going the whole way•. He said that aa tiae goal on thl 

French will tind a growing need to oloee all doors, ae 

did the Italians, wh1oh would include a tighter prohibition 

on the export of rrenoh banknotel and proh1bi ting the 

import of 1uch banknotee , which latter ie not re1tricted 

at preaant. In the latter regard, h11 Tiev is quite 
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different from that of Ruef f and Tyler, who believe that 

a useful escape valve is offered by the importation of 

franc banknotee, and that it prevents a runaway market. 

Pennaohio we.nt on to say that the rate on French 

banknotee in SWitzerland ia only slightly lower than that 

on checks, indicating a large supply of such notes, and 

a substantial traffic t herein with France which ia relatively 

unhampered. Of course, he said that in Belgiu. t here 

formerly was a large supply of French bank notes which may 

in part account for the existing volume of traffic in 

bank notes rather (oaiseion) and that new exports may not 

be the source. 

As for the general French situation, Pennaohio seemed 

to foresee no early diftioul ties. He said that the flow 

or subscriptions to armament bonds really impressed him, 

aa well as tbe fact that t he trend is upward in such 

eubaoriptions. Aa for the wages question, he baa v1evs 

s imilar to those of Ardant, i.e. , that while in heavy industry 

they are more than adequate, 1n manufacturing and services 

which are not directly connected with the war and not 

operating full time, t hey are probably unduly low. 

Pennaoh1o said that he enjoyed h1a m.eet1ng nth 

the BIS Prea1dent, Mci1ttr iolt and other official• of the 

Bank at Zurioh recently - reference: telegram of February 14, 
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No. 213, troa the Embassy - though he regretted the 

difficulties of operating in wartime . He said that the 

1939 accounts must be approved and t he BIS must hold ita 

general meeting; this could be done, he said, without the 

presence ot belligerent representatives by proxy but 

the proxy regulations under the statutes must tirat be 

sent around and t he Board members must do this. He 

reoarked that the -in thing was to keep the Bank alive 

and adhere strictly to its statu tea . He again e:r.preaasd 

enthusiastic pr~iae tor the President, McKittrick. 

The Paris securities market closed the week with 

an active and firm session. Advances in part due to 

favorable technical position of 3 to 5 percent were fairly 

gener al. The fortnightly settlement passed off easily. 

Rente issues were up fractionally t he dollar exchange 

guarantee issue of 1937 rose l. 70 trance . 

:OlD OF MESSAGE. 

MURPHY. 
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SecrEtar y of Stat£ , 

Washin g ton . 

655, March 15 . 

PLAIN 

J,ondon 

Dat£d March 1.5 , 1940 

Rtc 1d 12 : 15 p . m. 

FOR TREASURY FROM BUTTERWORTH . 

1 . ThErt i s no official ntws on thE rEsult of thE 

~00 mi lli on war loan but thE gEnEral expEctation i s 

that it 1"1111 b E fully subscri b Ed . 

2 . I gathEr that it was through thE CEnsorsh i p 

that thE British authoritiES first obtai n Ed EvidEncE 

indicating that securitiEs arE bt ing sold htrE on bEhal f 

of GErcany cm trary to thE Trading ¥11th tht E:nEmy Ac t . 

Such SEcuritiEs WErE no doubt obtainEd main ly from thE 

CzEchs and Poles . DEs pit£ t hE strongly worded warning 

to rn£mbErs of thE s took exchangE not to act on tvidtncE 

: sc 

of ownershi p froo a nrutral sourct which i s n o t thoroughly 

WEll known to th t m 1t will bt very difficu lt to prtvtnt 

liqu i dati on of bEartr sharEs . 

KENNEDY 
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TREASURY DEPARTMENT :s ( 
INTER-OFFICE COMMUNICATION 

DATK !larch 16, 1940 

TO 

'ROM Mr. CochriiD 

CO NFIDENTIAL 
'!'he foreip~ exch•nc• market vaa Teey dull toda,y. Attar opening b .baterdu 

at ).7o-5/S, the rate for aterlin& atreQ&thened t o cloaa at 3-73-3/16 in that 
aarltet. In l1ev York, the initial quotation vu 3. 72-1(4 IID4 ahortl;r thereaft er 

It receded. to 3· 71- 1/2. It then recoftred to 3. 73 and -oTed 1n a narrow ruce 

1111t11 about noontime vhen aome allall 'lnzyi~~g Cllllle into the market. 'l'ha c1oda.c 

quoto.tion vu 3· 73-1/2, 

Sale• of apot aterli~~g by the a1x reporti~~g bub totaled ~96,000, f r oa the 

follovi~ aourcea: 

B1 eomaerclal ooncerna • •••. ••••• •• • • ••••••••• •• • ••.•••• , 114,000 
»y foreign biiDka (Far Eaat, South America and Europe) •• ' 182 ,000 

'l'otal .. .,, 296,000 

Purchaaca of aj)Ot aterllng a1:10unted to ~66,000, aa iDdicated belov: 

! y commercial conoerna • •.••••••••••• ••••••••.•. • ••••••• ~ 4o,OOO 
:B;v foreign biiDka (:rar Eaa t all4 :Euro;a) ,. ... .......... .,1. 126 ,000 

~otal •• •• , 166,000 

'!be Ou.arant;v fruat Co. r eported that it aold cotton billa totallD,C ~4,000 to 

tb4 :Brithh Control on the baaia of the official rate of 4 ,02-1/2 . 

The other i111portut curreneiu clooed aa follova: 

:French franca 
O.Uldera 
Svia a franca 
:Belgu 
CIID&dian dollars 

. 0211- 3/11 
-5312 
. 2242- l/2 
. 1699-1/2 
18-1/~ diacount 

i'e purchaaed $24,000,000 in gold froa the earc:ar:Ced account of the Bank ot 
Sveden. 

~~federal Reaern lllmk of !lev Yor k receiTed cablea froa the B. I , S. aDd t"­

l:ttherlanol.a :Bank requeati~ 1t to 11ppl;v tor a license to tranafar approx1Mt•l7 

l;s ,200 OW1Cea of &Old ($1,687,000) fror~ :s.I.S. Account i2 to tha &CCO'Clllt of the 

littherlanda Bank at the lecl.aral Reaern Bank ot Bev York. » . I . S. Account #2 h 

COld OYlled by that i ll&titutlon. ~ Tree.n.ry ,;ran ted peraiadon to the :rederal 

to cake thh triiDIIf er , 
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rho Federal Resene Buk of !!.., York reported t be follovi~~g ,:>14 ahip-.nb 
whlc!l ytll 'be ao ld t o tbe u. s. A .. ~ Office at !lew Yor k : 

$4,}01,000 troll S¥1 herU!Id, shipped b;y the Svha Bank Corporation, Zurich , to 
i h !lev Yor k otfi ce. 

52') ,000 f r oo J::acled, ahipped b;y S11Ja1el Montacu & Co ., to t be Banbr a fruat Oo. , 
New Ycrk. 

-ili-. 112__..6 ..... ooo""' 'l'o tal 

'!'he e(].uh alent of the Bombay a11Ter quot 11tion was 110.25¢, off 1/4¢. 

In a report fro11 the Federal ReoerYe Bank of New Yor k abowing depoaito for 
acooW1t or J.a ie. as reported }ly the llew York a&encieo of Ja;paneao banlca on March 13, 
auoh depooito t o taled $41,163, 000, an i11crn.aa of $2 ,112,000 since the last report 
.. of l'.areh 6. Of t bh am<JUllt , $27,990,000 r epreaente4 depoe ito with the Tol<ohaaa 
s,.ele :Sank b;y ito branchea in Chill&. The oYerdraft on the bocleo of t he Yokohama 
Sp..:le llalllr: i n New Yor k for accOUilt of i b haad office in Ja;pan wu $79,017,000, 
a doerou e of $6,0)4,000 Iince March 6. 

CO NFID ENTIAL 
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PARAPHJW!E OF TELEGRAM RECEIVED 

FROM: Alllerioan Embauy , Rio de Janeiro 

NO.: 114 

DATE: March 16 , 1940 

Refer ence ie made to the Department ' s telegram 

no. 72 or March 15, 1940 , noon. 

J'or the purpose ot d1scuuing w1 th the Minister 

ot Finance the exaot interpretation to be placed upon 

Article III or t he decr ee-law, an official ot the 

Finance Ministry is going to Pocos de Caldas by airplane 

this morning. I expeot t hat by late afternoon on MondaY 

I shall be able to send to t he Department a tull report 

on the question. 

CAFFERY 

U:EB 
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'l'REJ.SU:W DIT'.Rn!Elll' 
r;aohin~on 

?oo 

Press s-rvice 
l!o . 20..51 

:;.cr •t!\Ty "r th~ Trensury ! lorr;cnthau announced lut evenino; that addi t ional 

o.-.c-.mh or 2- 1/4 p~rcent Treasury Bends ef 1951- 53 ha.vt> been a.llott•d to 

~ .... rn:;~nt ir.vest:-..ent accounts, bringi & tht' total up to the full ' l c>:l, OOO, OOO 

rtstrvati"n •~nta.ined in t he o~fering circular and h's ~ress release ~r 

D•c.,..b,.r 12, 19S9. The alld:zr.ent c£ 73, 006, 000 or the~e b<-r.ds ,-,us announced 

~ t~c pr os• rrlea3P of Dacenb~r 20, and since that ti~· an additional 

~~619941 000 have been •old to the accounts . 
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TRUS1JRr llEPAR'nll!liT 
BUIIY.U OF DT!IUI.U. ll8V88UE 

llnorandua ot Vi!lson Act Conference 

:::o~ 

In ret Walter Kidde and Company, application tor 
closing agree.ent under Press Release 18-79. 

Present at -tiog: 

Rooa 5234, Internal Renuue Bllllding, 
Wasldngton, D. C. 

9•JO to 10•30 .t..x.,satu.rday, Jlarch 16, 1940. 

TreaaUl')' Interdepart.ental C~ttee1118ot 
C. ! . Appel and H. T. Reil1ng. 

Navy Rapresentati~st 
Ada1ral I. E. Baea. 
eo-nder Rioh&rdaon 
llr. Warren lie Laine. 

This conference was held at the request ot the NaY)' repreaenta­
tiYes. Such request arose from a telephone con~rsatioa oo the 
atte.moon ot the 15th be~ Jlr. Appel, llr. !l.cLaine and eo.ander 
llcCanD. llr • .t.ppel calle4Jk. ~I.Pne ~_!!.&ted to hila thet the 
~ dated llaroh 9 , 1940 ()::Qa_t)le Secretary ot the Navy in regard 
to the application ot Walter Kidde aod Company tor a closing agree­ment did oot toUOII' the tol'llllla ~ upoo as set out in f:r.!aa 
Releas~ and did oot contain all ot the iDtorMtion .aterial 
totbe eoteriDc into ot a oloaing agr..-nt. llr. llcLaine eaid tbet be wou.ld refer Appel to c-ndar JlcC&no who was at tbet tille stand­
ing along aide ot hia. o-nder lloCano asked what additional 
inforMtioa the Treasury DepartJDent desired and Appel explained to 
h1a thet it •• desired to lm<nr whether the estiaated coat ot the !acUities wu cooeidered reuooable by the Navy DepartllentJ whether, 
1n tbe op1Dioa ot tbe Bavy Departllent, the coat should be uortbed 
acainet the product, and, it ao, what a s the percentage properly 
chargeable in the op1Dioa ot the MaY)' Depart.ent . Co.ander llcC&no said thet he had looked beck to the letter the NaY)' Department wrote 
in tbe case ot the Cooaolidated Aircraft Corporation and be bad 
thought in drafting tbe letter in reprd to the Udda Compar~t'• 
tacUitiea that ba bad co•azed the attar. Awel assured h1a that 
not ODlf wu there a ta.ilure to follow the tOrioula agreed upon but, 1D..aMIJOJl~the letter ot llarcii 9th taUed to co~:r to the TI'Maur:r llep&rbent Tital iotoratioa which it obtaioable nowhere but troa 
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the Navy Departlllent, that is, whether the purehaee ot the cylinders 
represented all ot such product that will be purehased or whether 
there is a present prospect ot additional purehaeea , Co.ander 
llcCann stated that be would look into the Mttar at once, Later 

in the day, as stated aboft, the Navy phoned oYer, &akin& tor a 
conference tor Saturday .orni..ng and the request was granted, 

./""' 11r. Yo Laine opened the contereooe by ata ting it was not under-

203 

stood what turtber intorution the Treasury desired, In answer to 

this, it was explained that Press Release 18-?9 1e understood by the 
Treasury repreaentatina ot the Interdepartlllental C~ttae to con­
stitute a stata.nt ot what it should obtain troao the Navy ~t 
before entering into a closing agreement coming within the proposition 
that the closing agreement be entered into at the tiM the Navy con­
t ract is signed. It was pointed out that under the formula laid down 
in the Preu Release the Navy bas agreed to (1) certity ita opinion 

concerning the proper percentage ot coat to be allowed as a deduetion, 
(2) certify that installation ot the special facilities is necessary 
for the National Defense Program, and (3) that due to technical 
consider& tiona such tacilities will be partially or totally uaeleae 
after co:opletion ot the contract , It was pointed out to Kr. llcLaine 
that the Navy letter of llarcb 9th does not •ke these statements in 
tun. I t was further explained to Jlr . lie Laine that there was one 

material consideration intormation as to which is only obtainable 
fro,. the Navy Department and the letter of Verch 9th does not contain 
this infor=ation, that is, the prospect of further contracts from 
the Navy Department for the production of the article under con­
sideration. .lccOlllp&nying this IM!IOr&ndlla is a copy showing the 1'ul.l 

text of the 11&"7 letter ot !larch 9 , 1940, and it will be noted that 
1 t conveys very 11 ttle information except that the facilities will 
be required to aeet the proposed production, that the Navy is in 
urgent need ot the cylinders, that Udde is the only bidder, and 

the Navy requests that tba Treasury Deparbent give early con­
sideration to the request ot the co~ tor a closing agreement. 

llr, lfcLaine stated that he had been ~e..J.apraui9.,11 that 

in sa. previous conterence tne formula ba.d...been.. •xii'"fiia by an 
agree~~~ent that the Navy would not 6e ~tad to certify as to the 
coat ot the-needed taciliUes &ncl it would not be asked to state 
ita opinion as to tbe~rcentage of the coat properly chargeable 

to the contract, and he understood that it the Treasury •de ita 
deunilii&tion then the Navy Department • ould a gree to it. In reply 
to this , the Treasury representat ives stated that they did not 
have ~ present recollection of any such underatand1ng, 

Co!lllllllnder Richardson atatad that be would be prepared to certit)' 
as to the •chinery and equipment required tor the contract but 
that as he was in the aeronautical branch he would not be equipped 
to certity as to the reaaonableneae ot the proposed coat ot the 
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building to be orcctod. Admiral Bass intervened at this moment 
to state to Commander Richardson that the Bureau of Construction 
and ~epairs would be qualified to give an opinion relative to 
the bui~. 

:rn ger>eral, tho aV'J representatives were advised that tho 
;reasury tepa:t:o:ent 1B in need of their cooperation a!'Xi ".elp it 
tl:ese arrange"ll!nts are to be ::ade 1'11 th the contractors; that it 
is tl":e un:!erstandiJT of the Treasur; Dopartoent that tl>:! t:avy has 
fr•quent access to the manufacturin( plants involved and, t herefore, 
• • i"' rst-hand inforr-.ation r elative to their condi t ion, capacity 
M; ·11 otr.er relevant details. I t was further stated that i t was 
•tt> unrlerstandill!' of the Treasury DepartMent representatives that 
' ~reposition of mak'ng nbreecent s Wit h tho contractors such as 
r • .)()Ded b-; tre t:idde Co~;lQTCT nas a r.atter of cooperation bet~men 

• he t•ro ~"4r,.,.,nt~ , in consideration o~ the fact that the l"l:ole 
·~r-.U.: -as <le:3irMd to assist the 'aV'J Dopartr::.,nt in procur~ 
r.ce:led :n:!'PlfPS lJl4 e.j"i~nt . 

·"" c<'nfPrence clo~"<< rl t!- the urvlersts.n:iinr that the !ravy 
will draft an o.ddi tional letter to the Treasur-.r , in which it will 
oonforr to the formula, as nearly as r-ay be in consideration ot 
'he fact • !'.at tho extra facilities have not yet been acquired by 
he contractor and the exact cost of thern is not yet in evidence. 

~-~ 'avy representatives were advised that the Treasury represont­
"tives .,.ould co ahead with the case in the interi:n ruxl there would 
be no delcy due to waiting for the pror.dsod letter fro::2 tho l'avy, 
t:nless the letur waa delayed, it be~ understood that cMplote 
tctlcn y;as to await receipt of such letter. 

Co:r..e:!t b-.r ~eporter (Appel) : 

The above report, of course, contains merely a brief dinest 
of the discussion lasting about an hour , but it 1B believed that 
it will be evident that the failure of the l o.vy to follow the 
!or""ll.a was intentioiiBl . .L t l'llis qutti" evident to the reporter 
"l.r.t-t'ne:·ayjr is oxceed.il)61y reluctant to as:IU::le a definite po~1-
~1c~ :n rif,ilrd to such ·.attars as tF.t' cos or additior.al equ i pcent 
"'"' •!Je !J!'Oporticr thereof •t.at shocl. • bo cl'arred to tr.e contract • 
. is rc:cctt..r.ce apr-a.ra to re::ide !r. ~4·vinf; to definitely take a 
ctit~c~ be!or, the ';"t'(.a:;l!.%7 :Jepart.~Cnt >-as act.cc! . I t Tias re-
~ t~e:: tt.a· to oo.- extent Ue discus~!on had to involve t he 

c;v:tico:1 of noliC'.f but i t 1ras unavcirlal'le in order to er.deavor 
to •ct O'ler to tl'.c ~':>\'}. re..,rescntatives what the Treasury reprc­
oentntives bolievo t"cy arc required to do and the reason for i t . 

C4 
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representatives are in o~~tt-~~:~~,1! 
the of!ice of the Secretary in regard to the matter of policy. 
It Tlill , of course, be appreciated that if the formula is 
abandoned and the Navy Department merely ~~kes a request t hat 
a dcterrni.nntion be made b7 t he Treaoury Depc.rtment and a closing 
o.greement be entered into, entire responsibility for whatever 
action is taken ldll be shilted to the shoulders of the Treasury 
~~nt s~ uooo. 

\ 
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I <"on ' t '<:noH . I t'llru"1eli t"~t "r . " olC'" ~:nntl"<l to 
t11tk ~M~ th ~·ou bt:'oruoP •• , • . Cr1r ns '1ro.,1rcd '11'1 t·~l"t 

''r. F?le " - ' '"""~ "r tl"l'~ec' .. 1th !' 1"1 lnnt ,1~ht "'~d 
no o1 jPc~1on , 1·e 1 ~ 1 ,.- "'" l{no,·· f1rPt thl n" th1" 
nrn .. ni~- , t"ntl : • .. rp "'!~rrr no 4 ·'11n,. f ro ~,1.., • 

· ·c11: ... ~ \'("'r·r r"1.""11")''"" 1 ~" ..... ..,!. ... con b., rrrf'tn ctl: , 
~ ·r . · ·,.,r-p""1"t..,... , , ~? • r ··r *"""~ ~ "'F' "1 t;.1"" "'Or!'!1"'lr , 
bf"C'"'' l~(\ ~·P. "'"VC ?n1 ,. f'! fr-·· d:"'f8 1 ~n~ "'C t'l"'"'\t tf') 
· ..,r, .. t 1 1f' "'ft- .... ~O'l"l ,.,nt to~orro\ · . 
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.. .. ·-· . . . \. .. . 
0 : 
'!11nt1n··tnn 
Cl>trnn: 

.. . • H . Jr : 

~ . .. 
.. . . . . ~·r : 

.. .. 

. , .' · .Jr : 

~ . •• 
.. ' ' . . . · r : 

... . .. 

..: : · . Jr : 
~ . 
~ . 

·· . " .Jr : 

" · " • 
•.. ' . 

" • .. 
"" r : 

o.,erPt or. 

~unt · n~ton Cr 1rns • 

Ri<"'l-!t . !'r . CP1rnr . 

'lol1o . 

qe11o Hunt1nzt on • 

vos . 

zo·r 
•·, roh 16 , 1 ~4o . 
10 I 4o ll · 'l · 

':'ha t ' s .,erfeotly ~>11 r1 ~"t . T • ve tolt' "or~f'n 
and he ' s ,.,utt1n .. 1 t r 1,.'r!t t:'lro•l"'h · Ed wPnted t o 
mr'te sur e t"-P t you kneH Pll !'bout 1t nnd s i nce 
YO\\ do why he ' s sc.t1~f1cd • 

The. t the l Pwyer 1·•n o to be taken • 

So on . 

But ! neen ~d i s set1&f iet' • 

Yes • 

\ie1.1 nm·· , hOI( ern I ~ct t h"t l e\·::er o ver herf'? 

I ' ll he.ve h1n ovr r ! e r e i"l~edir>tely . 

1:111 you have h1"l o·1cr and br1n- h1 '1 to "lY o" f1oe 
a t eleven o ' clock? 

Yes i ndeed . 

And i n t r oduce h i "' to .,o nlecse . 

Yes i ndeed • 

And have hi~ here r t e l even wi l l vou? 
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··.H . . rr: 

.. . 
" · ' . 

. • rr: 

.. . . . ... . 
~ . . ... . 
"· .. 
.. . .. . '-·r : 

:::oa 
- ? -

~es , I ' ll eo thPt . "e "l be 'tere et e l e ven . 

'lo , v'ten I t11lked to h1"' lP~t n1 .. :..,t he snl d thl\t 
he thou-rt he woul., trlk to you about 1t but he 
onlle<l ME' P :f'e1-1 n1nut~>s nc-o pnd BP 1d thPt he 
decided t hP. t h!' ~rould not . 

I see • 
M1"ld? 

'l'ou don 1 '•noH ~·hy , why hE' ch!l!l~>'ed hi a 

\:ell he Jurt d l c.'n ' t ~'t1nlt it "88 1'"'?0rtllnt enon.,.h 
for him to re-1ntrr Pn obJ~>ctton . 

0 v . . 

I ~·111 . 

'l'ht>nk you . 

"'1nr . 
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. J r: 
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? .'".Jr : 

5: 

l' ." . J r: 

S: 

.. . , . . Jr : 

5 : 

r . '" .Jr : 

'!Pllo. 

All r i::-ht. 

Go rhe11d . 

Co rhe'>d . 

l{l'llo . 

'ie!lo .. r . Snviler. 

'"r. "or:zenthP.u? 

'~'rUtin- • 

"Proh 16, l'l40. 
11 :10 P.,. 

von . I juFt 1•rn1:rd tt) !.:no•• if 1 t .. ould be con­
veni ent , ne~t .'""lePCir v ~'lrn • n~ , nt n • ne o 1 cloo'~ , 

i'el.l hl're l e t'H' thlna, thot 1!1 t!oe morninC" I 1'11 

SU!lnOiled to P.O U') nnlt t!IBtify On ~ilVPr . 

UherC' 11t? 

Refore Senntor lfr,.,.npr 1 R CO"I"'' ttee . 

Oh ! 

See . I -,pen 'lenotor \ln~er !los e.s!ted -,c to co"'r 
at ten. 

\:ell then, in ...... ,. n:!'ternoon? 

~ht~t ' ll be fine. 

;:os 

\/ell you cnn nn"'e r.n hour eo I ~1on 1 t uet tied un h,.re . 

lf!'ll , ie three o 1 clock " F"Ood tl.me? 

~en . 

Is thal: a ~ood ti"'e? 

Yes. 

llhat? 
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,..,~~t 1sn • t •':lo lcte , I ..,eAn , 'TO't ' r~ no! hnv!.n- P!l~' 
hcPr1n,.s? 

'lo , •e l l 1:!' I do , I 1 d t' l n'lrnne ~·1 tn thf'"t , Y"" ror . 

\/ell -

And I ' 11 tell yo•t t"e ..,lnoc to oo"le , 1 t 1 11 be ro.,e 
..,,.rt1oulP.r ,.,l!IO!' U'l rro,mCI hnrc . 

So"le ~!C e ot:t • 

All ri .... ~t . 

' lell vou lnt "'P :mol' , I • 11. 'l•Jt l. t C.o'·'ll ~.,r t~roc 
o ' cloc': . 

Von "'tt 1~ d.,wn J>">l' t'n'Ct> o ' rloc'~ r.nd ! 1 11. lPt V'JU 
lmo•• the -,lpoe . 

On ':'uesc'l.P.v . 

On ':'t:eedc ·r nev';; . 

~hr-nk you . 

"es c!r . 

And t~rt rue~- 1on o~ ·r.~t Pt"orney 1r ell i n .,o~1on , 
and v·e ' 1.1 hPVC ~n Pnr~'l·r for yOU bv th,.. t - not 
lP.tPr t hPn "ondtl'l . 

\lell o!' courrc , ~>G I Mid , there ' s ·e. lot o!' ,.~,..:lo1er 
out ther e , t>nd so"\o in your 01-·n dep~trt"'ent thP:r'e 
t hat don 't \•11\nt h 1"1 . 

I kno~r 1 t ' s l' 11 r 1 ~h t , eo I 'OUt 1 t u'l to you • 

'./ell I ' 1 t bPve an t'nr1-·cr ror you so~e tl "'e ••onC!-.:__, 

'lell , 1!' I "'AY su~"'est th1ll to you, thl're ' s ope 
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.,ll'ce tl'Pt I ··•1f'h :von ' <1 •.nr1 nt t!"o-t th~t t~1n- be 
don". 

11oll I h~>ve , b•tt ''"· "'o1.1'v 1" out o~ town, t'"'l1t ' n 
\lhy there ' e r Clelny, 

O!"t I see , thnnl~ :vou . 

If he \·•PI\ !n to~•n I ooulil htwe hrd the rn01·:rr no~• , 
b•tt l'e loft to•.-n to "'0 1m to 11 St . Petr1.cl: ' 11 
d 1nnPr . 

11urrar for p,., t . 

~:ell yo•t ::no'.l, Itnltnn , PeP? 

Itl'l'.an? 

Oh! 

See? 

!lut t'-en \:e' vc '"'Ot t'l·en -y tho·;nnnd :tel. ism; 1n "l:V 
district , Pnd 1o'8 1VP ~ot f'Ve :tnl!P"' lPW:II'rG, 1':"11' 
\:e 1 ve r.ot the !''.nr r t Ite 11 nn "li'O;>le in the country, 
you k..'lOW, lie' l :von or.n 1 t just d!Rcr1..,1nnte . 

"ell -

Beoruse he ' s nn !tl'linn. 

I': e l l ! don ' t care \··he thor he ' s !tP.l1an or Creel~ , 
he ' s a. friend or vootro pnd t l;at • s all I want to 
kno\· , 

'i'h~m:t you . •.:ell t~1s is it, he ' s endoroed­
"e bave four Jud,.eo , onr of t"""l P Re7>ubl1can 
and three De"locrc tn, in the county, end bP ' C 
endorsed by the courto. ~hPt'e enou~h. 
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\"ell .)Ul' t PS lon- P B he • !" t> rr• e'ld o~ yo \.Irs, 
thc.t • e Pll trt>t countn . 

C'oodbyt> . 

21?. 
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.. . .. . Jr: 

0: 

·.: ... . "'r : 

"l · 
"•"olt" 
rr,vce : 

~ . 

-,. . . . . 

·· ··' . Jr: 

C: 

. . r .... : 

C: 
.. .. .. . . .. r : 

. ,. . 
• \1 • • 

t.: ; r. Jr: 

C: 

•· ,, T •• • . ""'r : 

"!rrold Grl'ves • 

Yea . 

·~arold Grf\ ve n . 

Ri~ht . P.ere hP ln . Go !'herd. 

'lello . 

" Prc!l 1r- , ljho. 
11 : 30 (' , '"\ , 

t::.mt1n~ton :::!' 1rnR Ju" t !"c'lrt" ., feu '11:lu tea M'O 

fro:'l ~'Jley . 

\11 ~,,<'1.!-c\'n "'is ob,lcot•ono . 

Oh , thFtt 1 S finf" . 

And the "JI'n u!ll b~> n~>rc C' t ·w office e t cll'Vtm . 
I ' ll introduce h1:'l . 

Vee . 

And lf vou'll b e o••tF1dc of ':lY roo'!! end h"Ve 
"or~.:-n Mh'J:-:J"'f''Jn ti}Pr(' tO'J , 0 t Cleven . 

If you . ":>leese . 

Yes , t han:{ you vt>ry "'UOh . 

I R that !'I' s t enourh7 

I ber "l!'.rdon. 

Ill t he t fast l''\OU""h? 

213 

Oh that ' s , thPt ' a tlne. T~at cnses ~Y "lind s ~ent 
d e a.l. ':'!lo:tl~ you . 
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You ' re Pelooit> • 

I ' ll be o•tt thf":rt' rt eleven . 

0 . 1( • 

214 

• 
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STRICTlY CONFIDENTIAl 
TREASURY DEPARTMENT 

INTER OFJriCE COMMUNICATION 

r!IOII llr, CoollrSa 

!o rdien t.h• S.Cntar7 froa 1U1Deceuar7 rea4lac, t.he practice will 

l>ereefter be followed ot pr~141nc -nee ot or noerph troa nporh 

cere u.. nure n11Jeot •Uor h ao\ ot lateren, wt wbere t-here are 

aerwa pobh to be DOUd. 01117 •e-.cea ....,..Ulllc .cRion, or ot TW7 

opaotal illkne\ 1a U..ir .. tire\7 will be .U.tt"' to tb.e Secretary. 

!!1ar7 ot W,.!!c Bgorh -Karch U, 19!>. 

hoa ll&ttllewe, Parh, fJ118, d&Ud llarch 15, 19llo. 

Peuachio of 11&111c ot Italy bel1ana 110 4allbarate 11091 baa been ~ 

'b7 Jr1Ueb or J'J-eDC!a to nt.llate upone t.hroucb lowerlllc fne .rnt rate 

t or aterlillc a4 traDO at lla1r Torlt, P•-cblo ba4 •t Prea14nt ot I.I.s. 

at zvtcl> r -•*17· h aaid :a.r.s. -n bol4 ih ctural ••Uac t o appron 

1939 aoeoch. !Ill • oov.ld be &lae, b.e aa14, wi t llout the preaeace ot llelllc­

ereat r.preeen\atiTea b7 pro:Q', 'but the pro:Q' reco.J.attoaa 11Jld.ar the atatv.t .. 

.,., tiro\ be aaat aro1DI4 t o the 'board~..... 'l'he B.I.s. anzraa1 • •Uac h 

oriiaar117 1a -... 

h011 B•tll, Borlta, 16lfl, dated Karch 111, 19ilo. 

Repor ilac a ooaTWaaUon with Pulll, the acUTe h•d ot t he B.e1chabaalt, 

B•tl> nd&d hh Maeactl 

"l'ahl told • 1a ooaclualoa \bat t.he B.etchabult •• worltiac 

oa ·~•• •• to tla\ve Oe~ a4 ta\en.Uoaal .,utar7 art'IUICI-

.. ah after \be ar h ~ar. !he preaeat 41recUon ot t he Ba1llc 

l>el4 ib.e rtn iba\ ib.e aarlt ~4 ban to 'M 4a'Yalue4 u4 .,.ta '111-

o- aa laieraaUoaal O'llrl"IDC7, u4 ae eooa aa peece ~ ll1llcl> 

aot1oa poaaillle, er .... •ca coatrol ~d han t o be allolhb.e4. 

BOft'Yor, ua\11 \b.ere •• ooatttnce Oil ib.e part of U.. Jlll'bllc 1a a 

atable peece, thh could ao\ \aD place, I\ lli&;tlt be eaaanUal, 

ena ib.ea, to coats- ib.e .,raton• oa 4allh &114. the etaa4at1ll 

arraac•eah for a u.. li would ot oourae lie -•IU7 \bat col4 

be lni to Ooa '7 to llola\c the ooot14eace of the puliUo 1a the 

O'llrr-7 a4 to act •• a cnaah1oa 1t, aa would pro'balll7 be the oaaa, 

tb.e an partu .. *loll the CO'YinMDh aelect e4 ebould ~e to be 

iacornot 1a rtn ot 1111fonaa .. Anelo~ah b ib.e poat-ar eooaoa1c 

lit•Uoe. hhl. thoa&tat tb.et after peece 1e Mclla'l4 tb.e 1dena&1oaal 

-tarr ~h Moll14 be ooDOlu4a4 aa qa1cltl7 •• poaaillle. Be 

beliiTed \a\ .all arraac-ah ooald for t.he .,-'part be -lte4 out 

a\ ••UIICI ot Ua4a ot o .. val. 11aa1te at ib.e ms, *1oll tb.e :a.tche'baalt, 

- aal&. .. ctTillc ih tlall .. port.• 
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;TRlCTLY CONFlDENTlAL 
TREASURY DEPARTMENT 

,.. . 
'- .!.lJ 

INTER OFFICE COMMUNICATION 

DATa March 18, 19~ 

TO 

PIIOW Mr, Cochran 

Off1c1al aal .. of BrUhh owned dollar aac:urH1u uDder the Yeatlnc 
order eftect1n :February 19: 

llo, of Sbuea 
Sold 

March 
ll 17.700 
12 19 .~ 

~~ 
5.700 

20,300 

~~ 
4,100 
1,100 

f OUL J'OR liEU 68,300 

St.lu fro., 
l'l'bl'UA17 22 to 
March 9, 1acl. 172,890 

fO!.&L lDBtJJ.RI 22 
to IW!C.R 16, DICL . 

241,190 

$ Proceeda of lloainal Valne $ Proceed a of 
Sharea Sold of Benda Sold Bonda Sold 

~,622 Iil 1111 
.n~ )111 1111 

311 .~7~ 1111 1111 
676.714 111 1111 
217 .S77 1111 1111 
13,5~ !111 1111 

2.719.961 uu ll11 

6,573.366 1111 Iil 

111 ll11 

14r. P1naent 1nforme4 me that be b.ed rece1n4 from Mr. Gifford the report 
~t aal .. of no~Yeate4 aecur1 t1ea for the veelt ended Maroh 9 toialed $~,000,000. 
Gitford th1U. there h a lac of about one weelt between the ficurea which be r._ 
cehed froa Lolldon aDd tboae which we wq be able to p1clt up on the ..., Yorlt 
•rat, \bat h, the f1pree ptbered b7 the Sec:ur1t1u a:Gd Ezch•np C~aa1on. 

117. PU..nt baa apiA told ae that Gifford 1a dhtr1but1DC hia bualM .. 1a 
.... York aa wide~ aa pcaalble with a rlew to ltaap1DC COod relatlcaa rlth the 
ear loot, 

.U 11:30 thia forenoon I telephclle4 P1n .. nt a:Gd read tc h1a the letter froa 
II!', 1f'&lllt 111 regard to our prorl41DC the Secur1 tie a aDd J:XI!h•"&" Ooo.iaaloa rl th 
t.ha data which tha BrUhh a re g11'1JIC ua MCh 4&7 coacerniat; aeauri\7 ealu. 
P1naent qreed that the or1C1nal. OUT&n&" .. nt waa t hat auch f1prea could be ch'en 
to 117, J'r&lllt prorlde4 be aet tha 1eoree7 requ1reaeah of the Seeretar7 of the 

froea&UrT• I told P1naent \bat I would~ 11p our letter a a oaref'llllT aa pcaalllle, 
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Ee reaerTed the ricbt to C'O "'e&h with ua aD4 to ra1 .. tbe qu .. tloa 

or tbh policr, 1t it ahauld. COlle to hh attention that the preu or 

mrlret ~ ban 110re li::DowlecJce 1ll the :tu.ture aa to wbat h &0111C on tball 

i t baa bad ill the paat, eiDce the natlJIC order took place. lllciuatalq, 

P1neent atated \bat he llad &lrw.4T receiTecl. one or ho ca'blecraaa troa 

hio people in I.ondon 1nq'l11rlJIC 11b.ether the intonation which the lehral 

RooerTe Board baa p!lblhhecl. on the •Uer of .ecuriu .. aieht poui'bq 

haft contAined eoM •terial prortded thh Oonnwent ill coatideiiCe, 

Without ena queaUolliiiC the frea11111'7, Pineent atahd tbat he llacl. aeiiiU'84 

hie people tbat there lla4 'been a'beolutel7 no leak trom the Treaour;y. He 

11J:pl7 b.opea tbat the SecuriUea all4 ll::a:b&JI&e Co.aiaaion will guard tbe 

t1gur .. with auch care, 110\ onl7 refrainiJIC troa pu.bl1ah1JIC tbeae ficarea, 

'but &lao refra.1Di11C from uUUsinc thea in &117 ~ to correct or eupple­

&ent f igurea which the7 alraad7 pu.'bliah. 

Pinaent etatecl. that 41ecuae1ona were DOw go ill& on with the nee to 

decidin& whether a :tu.rtber ..... ung order ab.oulcl. take place tow.rcl. the end 

ot thie =ontb, i'hia would 'be DOt creater than the original order, 'but 

lllicbt poaai'bq 111Clude aoae preferential obarea &Del bonda in order tbat 110 

particular t;ype of 1nftator would feel 1Deqaal.1t7 of treataent. 
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TREASURY DEPARTMENT 

INTER·OFFICE COMMUNICATION 

I 

" 10 .. _::~ 

DATil Mezcb 18 0 19llo 

ro Secretar7 llorgenthan 

In t he foreign exc:he.!lce JD&rket , the aterll~ quotation moTed 1n en erratic 
atlllller . JJ.th0118h the reported 'YOlllllle of aterl1114: transactions waa a11chtl7 
croat er than !'ridq1 a turnoTer, it was fer below the anrage 'YOlume which pr.­
nile4 e8l'l1er laat week. In .beterdam, the rate 114't'811Ced from an initial 
quotation of 3· 74-7/8 to 3. 77- 1/2 Just before our openi~~&; it waa reported that 
peace runore a aaooiated with the H1tler-llll81ol1n1 11eet1ng actinq influenced 
the quotations abroad, J.tter openill& at 3.77 in lfew York, aterli~~& declined to 
3.75 111 t he first hour of trading, princlpalq on offeriDca b7 Japanne be.Dke . 
n. rate returned to 3 . 75-3/4 b7 noontime. During the afternoon, sterling moTed 
o!t to a l ow of 3. 74-1/2, th en strengthened in a thin aarket t o reach a h1Cil of 

3·77- 7/8 Jnat before the cloee. 'l'he final quotation wae 3. 77- 1/2. 

Salee of apot aterl1~~& biy the eix reporting be.nka and the J'ederal lleaern 
:Bank of !lev York tot aled 1;.702 , 000, from the following eoureea: 

Br eoncereial oonoerDe ••.• ••••• . ••.•••••.•••.•..•. • ...•• • 188,000 
llj' foreign b!Uilte (South America, J'ar :Ee,at and lurope) ... !;. 494,000 
llj' Federal lleeern :Bank of lfew York (for Yugoalarla) .... It 20,000 

!otal. , • • It 702,000 

Pu.rchaaee of spot atarliDc u ounted to ~;.492 ,000 , aa 1nd1eate4 below: 

!r eo~erc1al coacerna •••• ••••• •••••.•• • •• •••.•.•••.• ••• • 113 ,000 
llj' foreip b!Uilta (J'ar J:eet , :lurope and South Jaarica), . , It 379,000 

!otal •••• It 492,000 

The Chaae lfatioDal lleJik reported th4t it hll4 sold cotton billa totaling 
1.4,000 t o the Brithh Control on the bade of the official rate of 4.02-1/2. 

U ter reaching .1702-l/2, the higb. for the currant aoYement, the be],&a 
eloaed at .17()2 , !'he othar illportant currenci .. closed ae followa: 

J'renoh franee 
Ollildera 
Swiu france 
O&Dadian dollar• 

. 0214 

.5310 

. 2242-1/2 
1~ dheown 

Tb.e J'ederal lleelll"ft !aDk purehaeed 50,000 belgaa and 30,000 Italian lin 
t or account of the llaalt of LatTia. 

CONFIDENTIAL 
Regraded Uclassified



- 2 -

Ye 10ld $5,000,000 i ll SOld t o the J1e.11k ~ Porlupl , to be added. to ih ee,r­

o:arlced account . 

y1 purc!m•ed. $15,000,000 1a S014 troa the eamarbo\ aecmaat ~ the llaak ~ 

rranca. 
!!'he l'ederal Ruern llaDk of •ev York r eported that the follovi~~g ehipo~eah of 

£Old vore beiDg coM1gne4 t o i t by tbe 'baDlta in41eate4 balowl 

$},527,000 froa South #rica, abipped. by the South Urle&D Ruern Jallk, t o be 
aonarb4 for accOIWit of the 1laDk of .Ta't'a. 

},117},000 from Cnn•da, ahipped. by the llelllt ~ (!e!W4a, Ottava, f or aal.e to the 

=-=~::: United Statu .leaq ott1ce. 
$7 ,000,000 !l'otal 

!!'be State Departaeat forwarded. to ua cnblea atat1oc that the f ollowillc sol4 
thlpcenta vould be lll&4el 

$U,818,000 fr0111 Svedan, repr .. atioc three abipmenh by the Balik of Sveden for 

ite own acc01111t t o the l'ed.eral BeaUT& Balik of •ev York, the 4ia­

poait1on of which h walalovn at the pr .. ent U••· 
1 ,}00,000 frCIII MherlaJII!., abipped. by the Cre4it llu.iaae, Zurich, to the 

Ouarllllt y !l'ruat Co. , •ev York, for o3le to the United. Statu Aoi&T 

Offi ce. 
"'$1:-:3:-. :-:u:-:s:-,ooo= total 

!!'be bbq oiber quotation declined the equiYaleat ~ 3/41 to 39 .51~. 

I n London, a price of 2Q-13/164 vae fixed. for both epot aDd fol'Yal'd au .... r, 

off 1/84. i'he United. Statu equ1ftl.ah were 35 .28¢ aDd 35,091 reepecthe}T. 

llalld7 and sar-n•a aDd the freaWI'T price• for fore~ dlTer were unehnced 

at 3'4-3/41 aDd 35tf reepect1Te17. 

Ve made eight purchaaea of t iber totalioc 1,025,000 oUDCee 'WI4er the 81lTIJ' 

Purehaee .Act. ot t hh uaount 6oo ,OOO oUDC .. repr .. ated. aalea f:roa iDnlltory by 

an her1cu rafiniDC c~ aDd the r-.iDiDC 1125, 000 ounce a conehted. of new 

product ion trcxo toreip cOUDtr1ea, tor f orv&ft 4elhaq. 

Ve aho purchaaed. lfoo ,OOO oll.llc .. of tiber frOCI the Bank of (!e•b. So fez 

thia month , ve han boueht 625, 000 oUDCea from ()anecla 'WI4er our recuJ.ar aonth}T 

qreeaant t o :purcheae vp to 1 ,200, 000 oUDCea. 

Co r FID E NTIAL 
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117 tel ephone th.h a1'ternoon I inquired or lolr . Enoll:e, and -• 1ntorme4 

that aa r ecentl.T ae March 4 h.a h.a4 epoll:an vith th.e state :Beztkii>C Superintendent 

1D r epl%'4 t o i nveaUsatiog t» overd.ratt ot th.a Yolalbaaa llpeele llanll:. Ire -• 

iJI!o%'1led that the l&at exaainatlon or tha lfw York bi'BJICh took place in Mq, 

1939, Mel t hllt ADOth.er eDI!Iin&Uon vill be •eoal.JIC alon& eoon.• Mr. Enoke vill 

lceop uo 1ntormed on thh eubjeet . 

t brout;bt t o Ur. 1Cnolte1 a attention th.a letter or March 15 troa .leahtant 

nee Pr .. ld.ent l!oelae ot tha lfev York Blulk t o the l!oiU'd. ot Oovernora ot th.a 

Federal Ruerve Syate:o, on p~ 5 vhereot t h.ere -• llated under gold aovemenh 

811 ita ot $25,007, 000 troa lrlgl8lld. I r aminded V..r . ICnolte that th.ia -• a 

ohipnent o! gol d. that entered th.e Ur.ited Stntea !rom CnnaA.a, even th~ :lngl.md 

vas the original aource, and that th.ia 81110u.nt vaa carried on all o!!iclal 

r eport a u an ent17 !rca C..nede. Be agreed that tha H• thould eo have been 

carried 1n th.e l etter under reference , and vill talte I!P})roprlate atepe to avoid 

uq recurrence o! th.ia error, 

CO N F IDENTIAL 
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TO 

'1!0" 
Subject: 

Mar . 5: 

Mar. 6: 

Mar. 7: 

" 21 

TREAS URY DEPARTMENT 

INTER OFI'1CE COMMUNICATION 

DATI! !.larch lS 1 19110 

Seoretar~rge tbau 

Mr. Raa ~ 

" Wheat eiport ealee and other aarket data from the 
Federal Surplus Commodities Corporation. 

Germany ie reported to ha•e purchased about 6,000 
tone ot soy beans from Manchuria. This was the tlrat 
Manchurian business in a long wh1le . EY1dently it 
is planned to transport the soy beans by highways. 

A bulli sh construction was placed by epeoulatore 
on the priYate orop estimates tor winter wheat, aa 
reports tailed to indicate the rather general 
i morovement over the December report that was anti­
cipated. The only crop expert to giYe bushels 
indicated an estimated yield ot 434,000,000 bushels 
which, while being the smallest einoe 1924 and below 
domestic requirements, ie etill 35,000,000 bushels 
more than the Government report ot December. 

There was one cargo ot American corn sold to Denmark 
but it was sold at li cents per bushel under the re­
placement price. Exporters have some American oorn 
along the American coast and do not heeitate to sac­
rifice it it they oan find a buyer. They r ealize 
that it Will be i•poeeible to sell American corn 
attar the next 10 days because of heavy offerings ot 
Argentine corn at Yery low pr1cea. 

There was one report that Ruse1a had purchased 
250,000 bushels of Paoitio Coast wheat t or shipment 
to Vladivostok. The taota are that Russia purchased 
336,000 buahele. 

Export sales ot 350,000 bushels ot Canadian wheat 
ware aade tor shipment to Europe. 

With the Export-Import Bank granting l oane to China 
and Scandinayian countries to the extent of 
$66,000,000, it was almost certain to haYe aome 
strengthening ettect, particularly on oats, rye, and 
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Mar . IS : 

soy beans, eepecially the latter because the 
Scandinavian countries are in dire need ot theae 
grains and eoy-bean oil. 

Qats were very strong , advancing i nto new high 
ground t or the year and the highest pri ce since 
1937. Small amounts ot oate continue to come in 
from Argentina. 

There were 50 loads ot freight booked out or New 
York yesterday tor shipment from the Atlantic coaet 
to Scandinavian countries, which will tor the moat 
part coneiat or Canadian wheat. 

The first ocean freight carrying Australian wheat 
f roM Sydney, Australia t o American Atla ntic porte 
was booked Thursday a nd there had been two boats 
book ed tor Philadelphia and four boats tor Halifax . 
The buei nese to Philadelphia was booked at ~7 cents 
per bushel. 

~lar . 9: There was no export business in wheat reported, 
although there was some interest from Scandinavian 
countrie s in Canadian wheat tor May ehi nment from 
Montreal , 

Mar. 11: Export businees was ver y light here and in Canada . 
Argentina has sold about all the wheat that will be 
sold this year tor export, due t o a very short crop . 

Exports of eoy beans from October 1 to January 31 
totaled in excess or 10,000,000 bushels. This ia 
the largest business in soy beans to date. 

Mar . 12: Peace news coupled with good moisture throughout 
almost the entire country had considerable etteot 
on the market yeeterday. Occasi onal reports con­
tinue to come in froM the Southwest that wheat 1s 
not looking favorable, but all feel that there will 
be i2pr ovement from nov on and that there is every 
indication that the spring wheat acreage wil l be 
large. 

At the present time the visible supply or wheat 1n 
the United s tates is 9g ,ooo,ooo bushels a s against 
IS2,000,000 bushels last year. 
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Mar . 13: 

Note: 

Export busineae in American grain continues slow. 
Today Europe bought 112,000 buehele of Northern 
Paoifio Coast wheat on the new eubsid7 export 
prograa whioh became effectiYe yesterday. 

At t he preaent ti•e, the British GoYernment ie 
absor bing 44 cents of the ooet of Canadian wheat 
to the millers f or the purpose of keeping the coat 
of bread down to 3! cents per pound. 

The Journal of Commerce of March 15 reports that 
Great Britain baa purchased upward of 10 ,000,000 
bushels of wheat from C~da , the largest single 
day's buei neee elnce the extremely heayY takings 
early last January. 
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TREAS URY DEPARTMENT 

INTER OF..-.CE COMMUNICATION 

DATil liar Ch l!l 1 194o, 

TO Secret&r7 ~genthau 

Mr. H .. ~w'O­/~:A / , ,_., 

During the week ended March 6, 1940, 2,323,000 pereona 
were reported employed by the Work ProJects Adainiatration, 
a decline of 3,000 pereone from t he figure given for the 
previous week. Th11 alight decrease ia t he first one since 
the beginning of September 1939 . 

Attaohalente 
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WORX PROJECTS ADMINISTRATION 
Nuaber ot Worltera Eap1oyed - Weekly 

Uni.ted Stat .. 

leek Ending 
1939-40 

JulY 5 
July 12 
July 19 
July 2o 
August 2 
August 9

16 August 
August 23 
August 30 

Seotember 6 
September 13 
September 20 
Seotember 27 

October 4 
October 11 
Oct ober 18 
October 25 

November 1 
November S 
llovember 15 
November 22 
November 29 

December 6 
December 13 
DeceMber 20 
December 27 

J11nua.ry 3 
January 10 
January 17 
January 24 
January 31 

F'ebruary 7 
F'ebrua.ry 14 
F'ebruary 21 
February 28 

!!arch 6 

Source: Worlt Projects ~~n1etrat1on 

N11111ber ot Worltera 
( In thouaanda ) 

2,388 
2,290 
2 , 250 
2,200 

2,082 
2,054 
1,977 
1 ,89S 
1,842 

1,662 
1,696 
1,735 
1,790 

1,834 
1 ,875 
1,89S 
1,901 

1,901 
1,929 
1 ,961 
1,987 
2,024 

2,075 
2,1~ 
2,1 
2,152 

2 ,160 
2,190 
2,222 
2,244 
2,265 

2,288 
2 ,306 
2,319 
2,320 

2,323 
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1937 
July 
August 
September 
Oatober 
Navember 
December 

1931S 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
Oeoember 

1939 
January 
February 
Haroh 
Apr il 
!lay 
June 
July 
Auguet 
Seotea~ber 
Ootober 
Nove11ber 
Oeoember 

19~0 
January 
February 

WORK PROJECTS ADMINISTRATION 
Nuaber ot Worker• Eaployed - Monthly 

Unl ted St atu 

Number ot Workere 
{In thoueande) 

1,569 
l,~ISO 
1,451 
1,476 
1,520 
1,629 

1,901 
2,075 
2,395 
2, 5S2 
2, 671S 
2,767 
3 ,053 
3,153 
3,219. 
3,346 
3,314 
3,09 

2,91S6 
3,o43 
2,91SO 
2,751 
2,600 
2,551 
2,200 
1 ,1S42 
1,790 
1,901 
2,024 
2,152 

2,265 
2,326 

Source: Work Projeote Adm1n1 strat1on . 

Monthly tlguree are weekly t1guree tor the l atest 
week or the aonth. 

They i nclude oert1f1ed and noncert1f1ed wor kere . 

::26 
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TREASURY DEPARTMENT 

INTER OFJ<JCE COMMUNICATION 

DATE 

CONFIDENTIAL 

March 18, 1940 

TO 

<'ubject: 

::~r:~~enthau 

~he B~e~ Situa tion, 
~ieek ending March 16, l 94o. 

Conclusions 

(l) As the period tor normal seasonal expansion in busi­
ness gets under way, t here is st i ll lacking any real evidenoe 
ot a marked inoreaae in new or ders, wh1oh must precede any 
1~~ortnot ri se in i nduetrial production. The volume or new 
orders tor steel in particular has not yet i mproved enough t o 
offset a rapidl y diminishing backlog or untilled orders. Al­
t.'IO\l€h t he decline in steel activity has recently slowed up, 
and last week ' s production rat e showed a alight increase, steel 
nroduction has been supported by a building up or mi ll inven­
t ories r at her t han by i ncreased orders. Unless new buying 
1~creases rapidl y in the near future, a f urther decline in 
steel activity appears likely. 

(2) Thus the maj or ques tion at the moment -is the t iming 
of the next upturn in new industrial buying. There ia aa yet 
no definite indication t hat such an U?turn is imminent, although 
the recent ~arked exoanai on in buying or nonferrous metals may 
noi nt in that direction. Our weekly new orders i ndex in t he 
second ~eek ot March dropped back t o t he Febr uary average l evel, 
foll owing a sharp gain in the previous week . 

(3) Business news ot the week has, on the whole, been 
som~what less favorable; 

(a) Weekly business indices show further moderate de­
clines, largely becauee the trends or production in various 
i nduetries have not reflect ed the normal seasonal gains. 

(b) The ending of t he Russian-Finnish war, r umora of 
a general neace move and renewed declines in British and 
r rench exchange rate~, have had a weakening influence on 
commodity uricee . The net effect has been to induce a 
period or hesit ation in current business progress . 
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(o) On the other hand, residential oons~ruotion 
data ot the F. H. A. show a noticeable improYement, both 
1n mortgagee eeleoted tor appraisal and in new homes 
started. 

New orders not increasing 

Ther e is as yet no evidence in our new orders figures 
ot any expansion in industrial. buying such as must precede 
a renewed upturn in general business activity. Our weekly 
new orders index declined in the week ended Karch 9 (see 
Chart 1), attar rising rather sharply during the previous 
week on an increase in textile orders. 

The steel situation 

The present outlook in the steel industry is clouded by 
the tact that, in spite or recent optimism in the steel trade 
and some pick-up in orders, the volume or new business baa 
not yet improved sufficiently to maintain current operating 
rates. Our oontidential report trom t he u. s. steel Corpora­
tion for the week ended Waroh 7 showed new orders at a low 
l evel tor the third week in succession, at approximately 
3b per cent or capacity. Trade reports do not indicate that 
new orders tor the industry as a whole e.re raateri .ally above 
this level, though 80118 1mprove•ent recently has been noted. 
The volu.a or untilled orders , which heretofore has supported 
steel output well aboYe t he level or new orders , has now been 
worked down to a rather low level. 

... 29 

An appraisal o! the current position ot the steel indue­
t ry is provided by an analysis ot oontidential data and pub­
lished data or the u. s. Steel Corporation, which accounts tor 
30 to 35 per cent ot the t otal production ot steel in this 
country. Information trom trade aouroee does not indicate 
that the situation tor the industry as a whole d1!tere •ter-
1ally !rom that tor u. s. Steel. 

The rate or steel production baa been maintained tor 
several mont hs considerably above t he level or new order s , on 
account or work being done on the huge voluee or ordere booked 
l as t September and ootober. (See Chart 2, upper section) The 
falling ott ot new orders hae caused a anarp curtailment in 
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steel production since November , however, Which baa brought 
the operating r a te dotm nearly to t he level prevailing before 
the outbreak of the war. In recent weeks t he decline in steel 
activity has slackened, and l ast week's r a t e of 64 .7 per cent 
showed a very ali ght gain over t he weak before . 

It ls doubt f ul i f the recent slackening in t he steel 
decline has been Justi~ied on t he basis of new or ders . The 
reoent moderat e i mprovement in orders noted in t he steel trade 
seems not to have been sufficient t o off set the di mi ni shing 
backlogs of un~illed orders; and or ders reported by t he U. S. 
Steel Corporation show no r eal evidence or impr ovement . 

Steel inventories increasi ng 

There i s some evidence that t he steel compani es have 
recent l y been maintaining t heir operating rates by building 
UQ mill inventor ies in anti cipation of i ncreased business. 
The American Metal Market this week eays that •more r ecently, 
mi l le have been i ncreasing their own s t ocks of f i ni shed and 
semifinished steel, which has helped to hold up oper a t ions, 
but now with untilled or ders reduced further, additional 
adjuat~ents have been made to bring production into bett er 
alignment With incoming t onnage.• 

An analyeis of U. S. Steel Corporation dat a shows (l) t hat 
untilled orders have apparentl y been r educed nearly to their 
pre-~<ar level, and (2) t hat production recently has ap'Oal'ently 
been maintained by accumulating i nventories at the mills. These 
indica te the imoortance of a substantia l increase in new orders 
soon, if a f urther r eduction i n output i s t o be avoided. 

In Chart 3, upper section it "'ill be noted t hat new order s 
of the U. S. St eel Corpora tion in r ecent months have been run­
ning muoh below shipments , which has meant a rapi d depl etion 
of t he backlog of ~illed orders accumulated during t he buying 
boom of last September and October . Our estimate of unti lled 
order s derived from t he ~terence between new orders and ship­
mente (see l ower section of chart ) indicate s that at t he end 
of Febr uary the backlog had been reduced to about a •normal " 
level. 

In Chart 4, upper section, it will be noted that t he esti­
mated output of the U. s. Steel Corporation in recent months has 
been somewhat above t he level of shipments, thus indicating an 
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accumulation or steel i n various forms at the mills. The 
relative amount or inventory accumulation is indica t ed by our 
est i mate or inventories shown in the lower section or t he 
ohnrt. This estiMate is an approximati on based on the ditter­
enoe bet ween monthly U. S, Steel shipments and our estimate 
ot t he Corporation 's monthly production or tin1shed steel. 

The outlook tor an upturn in steel orders is f avored by 
t he high level or activity in the automobile industry, by 
oontlnusd reports or an expanding volume or export business, 
and by some diversion or war orders !rom Canadian steel plants 
t o mille in this country. The current issue or the Iron Age 
mentions that the greater part or recent heavy purchases or 
steel plates , to be used in tilling or ders tor war materials 
r ecently placed in Canada, have gone t o mille in t he United 
St at es because or t he congestion or orders a t Canadian aills. 
I t i s or i nterest that the i ndex or industrial production t or 
Canada rose !rom 13S in December to 145 in January, 

Commodity orioee lower 

Sensitive nrioe indices weakened somewhat last week both 
i n t hi s country' and in England (see Chart t) owing to the 
combined etteots or the ending or t he Ruse an-Fi nnish •;ar, 
r umors or a move toward general peace negotiations, and (as a 
~·eaken1ng influence on prices in this country) a renewed de­
cline in sterling exchange following t he new British regula­
tiona regarding payment s tor import s. l~le the price weakness 
has been r a t her general prices or indust rial materials on the 
whole have held steadier than price s ot agricultural products. 

Reeids ntial building i mproves 

Hortgagee selected tor appr aisal by the Federal Housing 
Administration increased sharply in February, while r esiden­
t i al contract awards reported by t he F. W. Dodge Corporation 
showed a further slight decline, apparently or a s easonal 
nature. (See Chart 6 , upper section) 

Recent weekly data on F. H. A. mortgages show a further 
decided J.morovement. (See lower section or chert) 
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The recent improvement ie aleo retleoted in the number ot 
new homes s tarted under F.H.A. inepeotion, which has risen 
steeply in t he tirst two weeks ot March to a level well above 
the early March tigur ee t or last year. (See Chart 7) These 
proJect s , as indicated on the chart, have t olloved rather 
closely t he trend ot awards t or residential proJects reported 
by t he F. W. Dodge Corporation. 

New York Times index lower 

A decline ot . S point to 96.0 was recorded by the New 
Yorlt Times i n the week ended March 9, retleoting moder ate 
dotmturns i n the adjusted i ndices ot automobile , steel , and 
lumber production and •all other• oarloadings . 

In t he week ended March 16 , steel output was increased 
very slightly, and automobile production was stepped up to 
105 ,720 units trom 103,560 t he pr evi ous week. Both increases 
were lese t han the seasonal average , however , and t he adjusted 
indices will t heret ore be lower. 
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CONFIDENTIAL 
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March 18, 1940 

CO!IFID!!ll'UL 

'!'o : The Seeretar:r 

From: 1-lr. Toune 

Re: J'inland 

I talked with Erneat Swift title corning on the Pinniah 
eltuation. 'i'be Lencue of Red Crou Socia Uu report a ep­
proxicntely 600,000 retugeea in Finland, =ndo an of 300,000 
children, 270, 000 vocen nnd 30,000 ...,n, 'l'bil nll.l:lber 1a 

conatantly increaaing. Of the 600,000 ref'll{;eea, 470, 000 
~re without hoaee and need i~ediete help. 

Word received by the Red Croas from Finl&nd March 16th 
i ndicated that thoueonda or children ore war orphans and 
that about 200,000 l'inno ore abandon ina their homee in the 
pro~erty ceded to Rueeia. There are alrendy 10 ,000 Finniah 
retugeea in SWeden and 6,000 in llorvq. 

At the proaent tlme there ore over 50,000 wounded who 
wat be taken care of and the hospital de=ande ore constantly 
inereaaing. The moat preaai~ problem 11 the evecunt ion of 
refugees from the territory given up b7 J'inland, There i e 
an urgent neod tor eholter, medical attention, food, clothin& 
and building materiala. 

Aa of !web 2nd, the total expendituree and collllllittJento 
by the Aceriean Red Croee for relief in 7inl&nd, exclu.ive of 
the eetimnted value of a&teriala in chapter produced suppliee , 
lll:lOunted to $::28,000. '3le utUiated velu. of chupter produced 
auppliea waa about G66,300. 

Reports received trom the League of Red Croee Societiee 
indi cate that voluntftrY non-gover nment al contr ibutions from 
other count riee, including Sweden, llorwq, :England. Dellllll!.rlc, 
the l!other landa, Icol~nd, France, and SpaiD, for i'inniab r elief 
have ocount ed to aevernl million dollare. 

.?40 

~. Swift voluntllril)' offered to eend M copiee of eoce of 

the telegraae vhi ch had been received b)' the Red Croll 1t I wilhed 
then. 
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PUBUC INFORMATION SERVICE 
AMERICAN RED CROSS 

Bulle~in N?. 7 on IAr Relief 
(F?r usu i ~ ChApter publicity) 

w . ... tMeTOM. o . e. 

245 

!larch 15, 1940 

J.merican Red Croes lar Relief in Europe 
Sep tembe r 1 - Karch 15 

After six months of war Europe now looka apprehensively to the bo&inning of 
ao ring, l!nrch s.nci the approach of warm wee ther alwaya hAs been a critical time in 
~ropo 1 e confl icts. 

Whe ther or not spring will bring offeneivea and counter-offenoivoa is sti l l 
n ~ttor of speculation; the mere f~ct that such a pooa1bi l1ty exis ts haa boon an 
nddod factor in pl acing new and aevcre straine on aocinl and economio life in the war­
a!fcctei nn tions . The maaa movement of popula tiona , the necessity for comcodity 
mt1onir.c nnd other rigid control measures have roaul t ed in urgent relief proble=>e. 
Snortace of food , clothing and shelter have combined to create an apP&lling dia­
or~i~ation of national life. Wedi cal ecergenci ea are being reported daily. 

l ith the end of t he rinni ah-Soviet conflic t, 7inland1 a relief needs have not 
boen curteiled. Accordin& t o communication& from the League of Red Crou Societies , a 
•~rvey compl e ted just prior to the pence treaty revonl ed that 600,000 Finne had been 
evacuated f rom danger zones . After living in crowded , temporary quarters for wooka , 
they =uat now return to their homes nnd reaume their noronl lives. Amon« them will 
be thouaends who previouely lived in sectione of iinlnnd which have been cedod to 
auaale. :ror thee , t here will be not only the tnak of rehabili tation , but tho problem 
ot !l n~in& new hooee PAd re-~djuating t heir livea to meet new conditione. 

The League survey alao atates that the number of Pol es who !'.ave fled to the 
sanctuary of neighboring neutrela has rieen ~o 130,000, Woat of the Poliab refugees 
are no" in Hungary, Rumania, Lith~ia and Latvia , whe re the majority are dependen t 
on charity for shelter, food and clothing . In France , hoati l itiea have forced a 
Dilli on peraons from the Waginot Line area. Ca rrying with them meager belongings , 
ref~eot were taken to qunrtera in central Franco t o remain for the du ra tion of the Wf\l', 

Since September 1, European hendq,uertera of Red Cross Soci ot i ea hovo been 
opera ting under the moat difficult emergency achedul ea. To aid the intornntionel Red 
Croaa , haa come easistnnce froa the entire world , t hrough aiater societies o! the 
orll8Jih at1on located in 63 nations. 

i ctlng promptly on tbe first day of the German-Polish conflict , the jmertcan 
Rod Crose baa been engaged in war relief operation• ever since, Expenditures up to 
~rch 2nd total $1 ,174,639. This figure doeo not take into account either the coat 
of the materials or the eetimated finished value of garments PAd surgi enl dreeeings 
produced by chapters, 

Red Croaa chaptora throughout tho Uoit&d Sta toa, coved by t he plight of 
Z~pel a war suffering, ha•e aobllised a mer~ corpa of 250 ,000 r oman volun t eers . At 
this Writing t hey are enp&od. i n the production of hundred& of t houar.nda of gnroonh 
~ •ur&iCAl dre es1ng1 , witb •hipmenta arriving c181ly i n Wew York for tr~naoittel to 
.:.lltope, llready large cargoes have reAched the war sonoe and e.re be lng diltri buted 
a t poi nta where g!'ecteat need• are reported. To c18to core t!vo.n 165,000 art~le• of elothinc and nearly 400,000 aurgiCIU Cire881no;• ha•o reached ~po and o.re n~~~-Regraded Uclassified
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otgnti to cooper"tl.ng agenciea thro1J&h the Al:lerican Red Croao f'orelgn dolegat1on, 

7INLAIID 

To aas1s t 7inland 1 a 600,000 refuceea ond to ai d i n meeting urgent medical 
r roble::s , the .u.erican Red Croa1 baa epent :.ore than $328,000 1n eaah for relief 
1;~· li • • including 10 ambul~ces , hospita l equi~ent , eurgieal inatrueenta , tenta, 
tl n~. ts and x- ray cachinea, t n addition, chapter volunteer s throughout the count ry 
uv• ahipped 64,128 articlea of clothing and 168 ,925 aurgical dreaeinge.. 

Latest purchases fo r Finnish r elief were made following r eporta of tragic 
ndel from Dr. H. A. Spencer, U. S, Public Health Service offi cial who ia in Finland 
en 1ptcial duty for tho American Red Croaa. Dr. Spencer ' a cable described refugoea 
r beiog •very poorly clo t hed and unde rnourhhed, • Be added that many wore euffering 
from ruspiratory diseases , exposure , ment~l anxiety and fright from daily a ir-ra id 
rl~ rc• or bombings, 

I~ediatoly following receipt of Dr. Spencer ' • cable, Red Croao offi cial& 
• nP>ited shipment of 10 ,000 blanlceta, 10 x-ray aachlnea and 40 baalc aets of u r; ieal instru:::en t s , 

POLAND 

'llayne Chatfield-Taylor and Jamee T. llicholaon, members of the Amerieon 
Rod Cross delegation in Europe , arrived at Cracow, !larch 4t h to arrange dis tribu­tion of eight ahip~ents of war~ clothing and medical supplies, valued at $126 ,181. 
rt• a~ppli ea had reached Cracow via a ~editerrnnean port and overland !rom Genoa . 
7t.• two de leg~tea will re=atn in Craco~ to eoordinnte and observe the diatri­
b •~lon of relief suppli es to cooperating Polish agencies including Jewish , Catholic ani otter organizations , worki ng in t he arena around Wareaw, Lublin, Cracow and 
Rt~o11> . 

.;\ aupple:~entAry agreement w1 th t ha Gerrru> Govern.eent guar~U>teea that A:>eri­
:'r. ~i Cross relief r~ppli~a •r.tll a t no time be at t he disposal of or claimed by the -.,r=."' .. utnori tin. • 

To date a to t al of $397, 206 hna been soent by the American Red Cross for the rurcr~oe of supplies for the rel i ef of Polea in German-occupi ed Poland , and for Poliah 
r•t~·· in neighboring countries. Chapter-produced auppliea turniahed up until thia 
tl..- !::etude 100:-a t~~ 25,000 articles of clothing. 

i !WlCE 

aeavy ahipoents in the pas t two weeks of blankets , underwear, surgical 
~r~ul nga and othet• relief needs liPs brought A.cericsn Red Cross expend! tures for 
Fr•ncn war relief to $80,234. Chapter-donated dreaaea , gloves , underwear . •weetora 
au O ~Mr articloa or clo t hing exceeded !50,000, while the total n=ber of aurgical 
. r u l no;s shi l'ped ex.;eeded 154,000. Value of chapter produced and donat ed artietoa 
""' placdd a t i 53,907. 

GRSA '1' !RI TAll! 

3vacuated civilian• and the threat of aerial warfare continued to be the 
:nJor ; roble::a har10asing Orea.t Britain, At this wriUng, no et~unt baa been ::.ado of 
tr.e D'l.Cber of En&lish who have been movOd. !ro:11 population cente.ra, but preliminary 
r• t.rna f rom a aurvey being mado indicate the fi~re may re,.ch into the hundreda of 
toouaands , Rolief ahi pment a to Great Br1tatn from tho Jmericen Red Croas continued 
t~ conoist m~atly of chapt e r-made clothing, eurgiepl draao inga nnd la rge auppliea o! 
nrc!-.~aed r eU e f euent1Ala , Relief erpen:l i tures ll:'ount to $108 ,764 i n pureha~81 Regraded Uclassified
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aappllea, IU!d $17, 341 in chapter-nrod.uced prmente and au:r«!cal dreuinca. Woet 
ree•a~ coaaign:>enta to England included 18 x-ray machine a, eurgical inatrumente, 
t~apl~~l euppliea and clothing. lurther aaaiatnnce to Great B:ritnin through the 
.~,:eric~ Reel Croes hae been made in the form ot a deelgnatecl contri button or $57,040 
to tilt Cannclian Red Crose hoapi tal at Taplow, 

.umRl CAN RED CROSS llELEG.I. TI ON 

On October 4, the American Red Croaa aent a three-man delegation to Europe 
, 0 a>rvey relief needa. Since that tice , Erneet J . Swift, vice chairmao in charge of 
ioreiga operations has retu:rned to thla country, leaving abroad, l ayne Chat!ield­
:•;;lor ~ltd J111tea T. Nicholaon. 'l'heae cen haT& been worldnc with t he I nternational Red 
:ro11 Co:=ittee , Lecgue of Red Croaa Societies end with individual Red Croaa aocietiea. 
~ordi~ting and observing the diatribution of Red Cro11 auppliea aent !roo this 
co:ll\~r)'· 

On March 9, two additional Red Croea relief exper ts left by clipper plane 
to Join ~he delegation. They are B, Sherburne House and ~oad T, Schaeffer, of New 
York end St. touia , r espectively. 

INQ,UIRY AliD INFORU.I.TIO:I SERVICE 

The A.ceriean Red Croae he a co~:~pleted plana with the Interns. tl~•~al Reel Cross 
a t v nna to handle requeete regarding the welfare of peraoM in Finland who !>.ave oot 
b. ·n h.._rd from because of the war. 'l'hh service will be conducted almilarly to that 
oi!•red to Acerieana coocerned with friends and relativea in Poland. Red Croaa 
crooters in thl s country are receiviog inquiries p.nd clearing the.m through national 
Rei Crose headquarter s in Washington. The Finnish Red Cross is sending bRck to this 
country roporta on the whereabouts and enfety of those concerned. Inqulr1ee hAndled 
'by the lied Croea in th1a country h.!lve totaled more than 21 ,000 cases ainco the aervi co 
wa1 Ol tebliehed early in September, 

CF..f.P'I'ER PRO:lUCl'IO~; 

Yore than 250,000 woaen • olunteera in chaptera thro~~out the eountr:r are 
•n~d in t he production of warm clothing and au:rglcal =easinga for abipment to 
:;;.ll"Ope, Since the program got under way, 165, 281 articlea of clothing and 399,017 
•.r~ieal dressings have been shipped. Additional thouaenda of articlea are now under 
produetion and will be ready shortly tor shipment aa cargo apace Ia available on 
~.rope-bound vessels , 

COl<TRI:3U1'IO!lS 

llthough the A.merican Red Croaa haa not , aa yet , found it neceuar:r to 
la.nch a l:lajor ca.=paign tor war r elief Cunda, Chairl:llll Darls he~ .._,ked chapters 
torougbout the country to accept •oluntary cont~ibutiona . On ~ch 9 , $643 ,861. 19 in 
contrl buU ons had been recelvod, Donora han been penoitted to designate the country 
lr: •hleh they wish their contributions to be uaed, 

f * * 

1'0081 

Regraded Uclassified



SlnC.WU" OJ ZXP!!IDI'I\IRZS 
.UWUCAll RED C30SS lr.AR RZLI:&l 

'l'liROOOI! IWtCI! 211D 

••••••••••• 

t:.:rendi turea by National Organization ......... • .. .. ..•......•......• $1.174, 639 .78 
ChApter expenditure a• . · · · .......... .......... ..... $166, 171.38 

••••••••••• 

:::x· endlturea by National Orga.nizatlon , ...... . ....••......•.....•..• , $ 328,062. 13 
Chllpter expenditures• ... .. ............ . ........... $ 66 ,333.93 

G£PJWI-oCCUPIED POLAND & l>OLI Sl! llEroGZ3S 

:<:n•nd1turea by llatlonal OrpnlzaUon .....•. .. ..•..• . ..•. ... ...•..• . $ 397,206.47 
Charte r expenditures• ............................. $ 28,589.08 

Expenditures by National Organization , ..........•... , . .. . . .......... $ 60 , 234 .43 
Chapter expenditures• ......................... ... . $ 53, 907.15 

GJU:.\T l!lUWN 

S%"enditurea by National Organization •..•.....•...•.•........... .. •. $ 108 ,764. 50 
Cil.,pter expenditures • ............................. $ 17,341 .22 

CJJJlDIA.'l RED CROSS 

Irane:ni t told thro~ c.a. o. o•oraesa r elief', ... . ..... .. ..... . .....•.•• $ 57 ,0<10.00 

Reratr1at1on of' American Oitizene , Inqui ry 
and I nfo rmation Ser't'iee , aeehtnnee to 
International Red Crose Committee , and other 
cxpendi turea not c1e.es1fied above •............ · · • · · · · · · · · · · · · · · · · · · • $ 
For 1uppliee purchased, but not designated e.a of Wnrcb 2nd ••....•.... $ 

••••••••••• 
' Coa t of catorials for ebnptor-produced prmenta aDd aurgical 
~reu1nca lhlpped to :Europe. flU• !igura doea not include 8ZJ;f 

cub • • nluation on the labor of Red Croaa YOlWlteere . 

105,446.03 
97 , 866.12 

60081 
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4610 CONGRESSIONAL RECORD-HOUSE 
Mr. s.,..U.. I uli: UIWIImOUa -· to OUnd 1:Q1 re­maru In tho ll.a>ool> at thll point by 1DoorporaU111 a letter 

from tho So<:retarY of the Na¥1' an t.bla subJ!J<:t matter. 
n.e SPEAKER. J.o there obJecUon to tbo requ .. t ol tbe 

aenLiemBn from Oeora:ta? 
111en wa.s no obJection. 
"nil lOtter rei erred to IOi loWI: 

0.:.~ or TICK H&YT, 
0rnct or TH& l!lia:1uT~Y • 

W&ll\laftOft, 11-.rcA U , 1141. 
H'lft CA&L Vnrlo."'· c-• .,_.._ HOtUIJ Nt.NI A,... CoMalttN, 

H~O/~h."tl. 
Wf DE.t.a WL V~K! lD ~ W 1'0W' t.Dqu.1J')', J'OU *" a4n.d. 

lh•t t.htt .. ~ o1 a!reratt to the AlJ l.od JQYernmmte bJ 40t'OII\.tc MA.n­
t,dat'turrn ha. not tnt«fef'N wl\h the Na-vy Drpu'\mtnt't aircraft• 
procurcmern program. ln a\. 1-.... one ltaW.Doe -.Lett Of th.W n:u:ure 
r'ftult.f<l in evf:JC!r deUverlee tO the Na"J Dep&rtment. 'lbt COJ1• 
,,..ctor hlld built \IP a IIU'It "nel emc.tezn torw an4 nanutact.ured 
11~ Navy l)epMtment.'a order a&. a very btCh rate. lxotp\. tor prtor .a• lO t.he AlUed CQftl'ntlU:n LI, tbla large taro. WOUld DO\ bne 
befn Mt"mhl«l. ElceP'o tor lbt an.ll&bUuy ot .ut.equent onscn 
ror an. Alll«l IOvtr:nan«DLI, &.be contr-K\Or WOI.Ild ha" btul oon­
atr&JJ'M'd ..,..u, to nd\loe» UlW force &ad .neDCl bla wort: tor tM :cawr Dtpa.rt.~Dmt onr • cr-• pmo4. 

Aao4botr manutact~. 1.0 COAnectlOD W1t.b a -.M &o \be OCW· 
mwwnt. ot Plft1&bd. cd'tnd to t«tce. cr-t L:nptooww:n-.. lD oenam 
fll UM Dtp&rtrQtrl.l .. ~ tl \be ~ot WOUld aoo.pt a 
.uputaUCI ~ or dti.l""' Clatol Wldft' t.be oont~ 'Jbe u­
tm<I"CC ctlte WN tucb u w mM-l \he N•VJ"• ~«tt J)I"'Cram. 
-.od t he lmrwo~nte otrere<l wtrt ~ ... ly \bole prcwkNtlJ \ln~Ur Cl ltcu,.IM bet~ the oontrut.or and the Depanmtnt- Had t.h.t 
ll'l lfl 10 Pl.n.IAlld not eventUAted, the NAY)' Department. ooutd have 
aecomplllhed the •me be~t.e.rmont 01 Ita equipment. only at. \he ooet. 
or '""tt'f o~:-au ddaf and ot • lfH.Uy enha.nQod upet'ldHW't ot ··-1 han no e'ricknc:ll! tba.t t.bt COlt or atrcn.n tO \he Nuy Depe.rt· 
wat hiU bHD cn.h&nced br -.1• ot aucb «(Ufpment to tbt AIUed 
l'C"tftl'lRWftta.. 'Ib«e .. ntdttlet t.bU U. «* bU bttn: rtetuced. 
"- uu.~ tn tbt CMe ot OM putk:al:v coou.n, tha• ..... a 
rM\IIrU!lG ot ~' t.na.ooo 111 c-. to UM DrJ*I'\CM'Dt crue co tbt m.uu.lfaaurtr"a r«tueuon 01 the crrer-head raUo oa ~nt ot au. em or enb&Dood ''oh&lDit ot bualne. dUe to upon Olr'dct&. 

1bt mfarpd TOh.la~ ot alf'<mtJ't manurac:ture for e•pon aooou.ns. 
.. or tn• tt:nabte v&lue to our OOU'Dt.ry «<ItllOJlJcWJr and rrom \be 
•'-Mdi)Q!nt ol national Cldt.nN. upon tt Ia bued. directly a.nd 11'1· 
ctll'f'Ctlr. the t mployme:nt Of working force• enlaraod by m•nr thou­
aandl Thete addJ~tonal empiO)'I!M are, In a ahori period, tn.lned In 
• u-coful u•ade:, wt th bv1ellt t.o the:rn.solvea and the NatJon tbroulh· 
out l hC'Ir lnduan tal IIYM. AdmlnU~aU'I'Ct, mg:tnMrlDI. a.no wper• 
fUOI'J roroe. .,.. not. onlr t 11LU(t(l but are lnlnfd a.ncl u ptrlenctd 
ln lhe erpnixauoo and conlroil ot ttMlr lD<h•trr openUnc on a 
1..,.,. tnle DOt ~ attatna.ble. T'tl.e en!a.riecl \'01\llnll ol bust­
._. tu."'ftimea the IDftJ!lAi aDd \hot t:Deefttl'ft Upoo Wbicb \N lDd\IIO'Y 
CU "-e a lDCII'e exc..ma.,. Ck oiiOp:awttS. prop-am. ~ plan\ 
flot'IJJI- wUI aaute \.be tUCU\kJQ ol &OJ tu.ture .prapiUD for our 
.,..D t'OUl'ltr'J'. ~ tnemc:~~ne• to a,. anUdpaW!CI .,.. mtn« and 
fttt1.trw. lbe beneata may bt n:pected to mdure ror at ltvt a 
l t'OfrlltOQ. 

I lNit tbe abofe Jn.tonnauon IJI tuiJJ n:spon&l'f't tO JOur 1t1qu:Lrr. 
8JnoerdJ )'OW'a, 

Ctt.._... &DUIOM. 

Blt'rlffllOff OP aiMAftKS 
Mr. COPPEE of Wa.l:llnaton. Mr. Speaker. I u1t unani­

mous eoruent to extend 1111 own remarks 1n the R&coi.D oo 
two dU!erent topics. In the 4nt extension to lodude a JUte­
mont by M. J . Roblnaoo concomlnc a btU I ha"' lnttoduced 
In tilt Houst. on4 In tbe otber 6lenskm to ID()Utle a Jtate­
mtnt bJ ~ R. 1Ja7. of Pa<aconla, Aril.. 

111t SPEAKER. 11 t.bt>.re obJection to the request or the 
tmlltman from Wa.shlnaton? 

Thf're ,. ... , oo obJection. 
111ut mattus referred to appear ln tha Ap~ndlx.l 
Mr. ROOTZOHN. Mr. s·peater, 1 ask unanimous con~ent 

to txtend 4\1 own rtmatb tn t.be RECOilD and loclucle tbere.Jn 
an ankle ai>I>Hrlnc t.hll morn1na 1n tho Waahlnltoo Tlmea­
Hm.ld by WUilanl Edw&rtlo enU\Ied "Senator WloCIIID Joins 
Dtmancb tor 0rut1c -UI> In tbe N. L. R. 8." 

"nle 8PUKER.. J.o tbue objOCUoa to tbe requeot of tbe 
Cf'ntltma.n from ohio? 

"nit re ..... nn obJecUoo. 
t Tt\e matttt refe.rftd to appe&r~ tn lhe AppendJx. l 
Mr. THORKI!U!ON. Mr. 81)taku, I aslt: unanlmoua ooo­

HU~ to extend my own remaru 1n tbe R&c:ou and. to !Delude 

a quot&Uon from tho Wa.sblncton Poot and rrom tbe Oooltl­
tuUon. 

The 8PI!!AKER. II there objection to tbe request ot the 
aentl~man rrom Mont.ana? 

There wu no obJecUou. ..,:e._ TREADWAY. Mr. SPOillter, I ll&k unllnlmoua con-

Mr. RANKIN. Mr. Sl>ttllter. a point ut order. We cannot 
hear lh.-e reqUHU. We CBflnCK hear a word lhU Is btlnc 
saki. 

The SPBAXER. eoe. tbe ~nt~man frotD Mbolsolll!ll 
desire that the IODtlemaa rrom Mt>ntana lhould ~peat ltls 
rtqueot? 

Mr. RANKIN.. I would llke to lmow what IL Is. Mr. Spe:~ker. 
Mr. THORKEI.SON. I aat unanJmoua consent to ex~nd 

my own ~Arklln the Rrcou and to Include a abort QUOlae 
Uon from the Washington Post and rrom the Consutullou 
or the United Stales. 

Mr. RANKIN. Wbat pezt of tbe WuhlnltOn Poot? 11 Is 
not that vt:n&t VOice of Babson on lbe ulWtles aide? 

Mr. THOIUCI!UION. No: no uUIIUu. 
Mr. RANKIN. AU rllbL 
Tbe SPBAXER. IS thore objec:UOn to the rtQUUt of the 

gentleman h'om Montana? 
'I'htte wu no obJec.tlon. 
l'nle malt« referred to appea.ra Jn the A.ppencllx.l 
Mr. TREADWAY. Mr. Speo.ker, 1 M k unanimous eonamto 

to extend my own remarks tn the Raco.o and to Include 
therein a memorandum relative to the tradeetrtaty procram. 

The SPEAKER. J.o lh""' objection to tho - or lho 
.-eotleman from MUsacbuseua? 

'Ibere wu oo obJection. 

ITbe matter relen-ed to •-roln tbe AppendiX.) 
M.t. KNtTI'80N. Mr. Speaker, I uk unanimous consent. to 

extend m1 remart.a to the R.ccoaa by ln.Rrttng a letter re .. 
celved by me thU momJng. 

'lbe SPEAKER. Is there obJection to the request or the 
aenUeman from Minnesota? 

There wu no obJection. 
lTbe matter reterTtd to appearaln the A.ppendix.) 
Mr. RICH. Mr.-... I Nl< unanimous oonsent to pro­

ceed tor 1 minute. 
The 8PEA.KER. II there objeclloa to tbe request Of the 

cenueman rrom Pennsylvania? 
There wu no obJection. 
<Mr. lbCII asked and wu e:Iven permluion to n!vtse and 

ut.end hla own rema.rks In the RaCORD.) 
'rJIC Clt.AZY GAJO OF ILDtO~MAJf'S 1111'1' 

Mr. RICH. M.r. Speaker, when a buslneuman mat e. 
monQ, the Ptderal Oovemmen' t.aku a IH&t PArt or tt ln 
taxes. When ma.n.r ta.rce corporaUoDI or ratJroacSs 1o1e moDQ" 
and co brOte. lhey bOrTow fl'OID tome Ftderal leodlnl: l.lt"DCT 
and ko<J> 1o1nc. 

WM"n a bul1neama.a coes broke. hJJ useLS are UIUaJl7 
sold undtr l.be hammer for the bent:ft' Of hb creCIJton. 
When a tanner roes broke trl'ioa &.o make money out. ot 
the soU. he ll run off lhe farm and onto the dty retlet rolla, 
When a workJnrman tn the city aoea broke and sa unable to 
tlnd empJoyme.n~ 10 that he can r~ and house his famib'. be 
ls kicked around like a va..arant-on the rellef rolls tod&r 
and 011' tomorrow. 

8Ut when lho ftderal Cloftmment 1000 broke. ~ Just 
exellance I 0 o-. with the m._ cllaDnn. and tbe cr&OT 
aame of bUnd·maa·• buft coea on. u eanwblle the NaUon 
tottef"l on tbe brlnlt of despair. Porty-lour bllllou- &Dd 
IUf1oiDc In the red t.m tbowtu>cl a mlnu,._wbere wili10U 1~ 
the mone7t 

Howertr, JeL no one AJ' that Lhll tt a N&Uon with an un. 
charitable JOUJ, Evt"D lf our own people are ln want, we 
a:tW have mUUon..s to atve away and loan to those who t uft'er 
ODd ore opprtlled In other and.S. 
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Spv I ' ·.te Ju,..t ... t)ttrr hrc1· ~~r., , ,.,Pl~ nn 'ho'H\ tH""O , 
-rr~ t• e ··1,1, r!'lf r •v,. .- "0'' 't..'10P t •• ~,.t lt nott'" , 
1.· 1~n ' t t1"'!P. P,nrtpc" , 1• ~"Prtr•~ty . ,.·,cr ~ri")~J F\11''' 
~~~., '"OUr 6,.-. ... 1 .. . 

: · ·onc;e:"'~.,; 1#' • c ,. .. "\ , t ~,.H ..... "'""' t·-~o ~"'1,- to-orrol-; 
~orn~n-. I ' ., Ju~· ~1 ..,1,, U""l over -,v neck 'lnc1 if 
1 t ' s ""•reeoble to vou ! 1 c1 11'"1"' to ,i>··e it lP t cr I"Jr 
Plnp let 1 t ·o np•·t •·cp· to tlo" uSu"-l lunc• con 
t1.,1" . 

0"1 do you? 

i"e1 1 1 ~ I co•1l·' ~·1t ~,.,, r or" , ovrr to \"ednrrd.c.)t , 
P.IO-~!" ··ecne,.fl, .. , 1-'tt ~l-H·n o.,. CO'lr!'e ""'P ""9'\ ' t b,. 
hrc'"' ··~., 1 ;..p? 

··ell Pll r1~"t , I ' '1 trv rnc' run - ··e :•on ' t s·c•t . 
I ' ll r•Jn ovrr •• ~·" · trrvt' it t i-e ··•r·r it ~e · •en 
nne' l"e ~;on ' t r tl'v . I ' 11 . .,,.l·e t}Jet but ! 1 "11 Jun• 
'lnO\ ed under h• rc ~·1 th "'"ttin- rf'edv t o -o u., on 
t hfl ' "l l 1 , yo•l •·nov. 

'"cl' it ' !' r>nt lrrly rl"rE>N•bll" to do i t Pny uc.y l'OU 
unnt . 

"ell , it ' s jurt - I <'"C" t tlo:-n t.ere Pnd tl'"cn I ' vr "'Ot 
to drive ovpr t here l'nd t r'·e t1'1e out E>nd. I j ul'lt 
I'Ondered 1!' t~PrP 11rn l'nvt' 1n"" i·:nortf''lt t' ~t 'l:c 
could, in t'lll tl..,P , ,.~ ~hout escP""~" • '1 "1tt-o•l t­
\'auld burt to ')()~t.,on" 1 t until the rollo··tn- 'l."e 
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l'1~t Pll .. ell. I \'on • t be !"t>!'l' but it ' s Pll rht•t 
~:1th ..,e 1# vou l'rnt • o ...,ort.,one l t . becaune I hl'Vt' 
notrin~ F~ectF1 . 

•:en. Pll r1,."'t . Trt ' P do ">ORt-,one it t hen . It ' ll 
~ClO .,€' !lO .,llOfo t' \II HOP'• . 

All r1 <Th t • 

All ri.,.ht . T"'nnl· vou a lot . r-ooobye . 

roodb:· e • 
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'-'ello • 

Chr~lie~ Hel\o . 

Yes . 

~'prrv '.looclrinc- c~1 1 e-ll "'" ,,, to s11v thPt he w"'' Po 
busy he d1dn ' t th1nl-" hr cot1lil co~i> Frounc' to.,orro1: 
1orn1nc- . 

Oh! All r1 .. l't . "ell trPn t'·nt ' P or~ 1~<n ' t it? 

ve~ . ::lic'l You rene t' r Strr ton!~>- t ? 

;:ell rea~ "'in tn" r l'nc\ A 1.1'10") 1 s colu"ln Pnc:' ~r.-n .,,.ybe 
vou ' ll re<>li - p ""Y hr ' r PO bu~v . 

{1pu-hS 1 -:.;e \·.'rO 1.1'"' 1 1">1> "'"II u n c'l.ef Pn61n" h1'1rclf 
1n front o"' th1P RPrlo~r ''~ hnre , t'~-1e ""~Orn 1n- . 
I n•s U:') nt t he!"'O "'f'r>rln-~ nnd ~~orre 1 9 - th1n 
i'ello1: t•,nt <>"ot thin n<'' ' e>..-nlo!1ives -

Oh! 

Send !"or ""1ntn .. r ~nt~ A1~>o·, • r colu-n anr1 t·, .. , vou 1 1l 
find out '1r vbe ··' ,, h P 1 9 FO b•uy. 

{ lou-h9 ) All r 1P"ht I "1' 1. Poor !"ello··· oe e-o ":;o e 
in t r ouble ~11 at¢un~ IIOPPn ' t hP? 

Yea . I ohou-ht vo•1r V·ttrr to 
1-11'0 very r-ood . 

llh!ch one ? 

I don ' t J<_no\: . vou Hrote t' eM !'bout the ">lPnP o . 
I t ~'P 9 on the t 1c'kel' . 

Oh yes . \:ell I 1 "1 r-loc\ !IOU 11'~ed tha t one . 

All r1-ht . 

I t ried not to oonfu~e t~P e1t•~t1on • 
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All r!P"ht sir. \ie1l I Hon •t see vou t?~orroli . 

tro . 

I 1 11 buy rn:v o\·m brenl<fp st . 

All r1:;ht . 

GooCibye . 
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GROUP lo!EETING !.!arch 18 , 1940. 
9 :30a.m. 

Present: !Jr, Graves 
Cotton 
Sullivan 
Cochran 
Bell 
Haas 
White 
Thompson 
Schwarz 
Foley 
Klotz 

n. 'oi , Jr: 

Thompson: 

Foley: 

H. M. Jr: 

Foley: 

s .u.Jr: 

Fol ey: 

H.M. Jr: 

'l.'ho::~ps on 1 

Llr . 
Llr . 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
14r. 
Mrs 

Good l!IOrni.ng, everybody. I jus t t alked wi t h 
Herbert Gaston. That is What dela7ed me . 
He is going down to St. Petersburg until be 
gets ttell. I am also having Dr. Daniels go 
up and see him. He had tha t s8l:le thing 
hapven to him Saturday night t hat happened 
down in Guatemala . 

l!r. Poley has some papers on this Pennsyl vania 
attorney. 

I don ' t thi nk you ounht t o appoint him. 

\'•ell , unl ess he has b een in jail --

He came very close to it. 

How close? 

He was suspended from practicing in 137 for 
unprof essional conduct . 

Well , I will tell you what is at stake . The 
whole winning of the war is at stake . I wil l 
work f r om that backward. If I don't E;e t this 
a ttorney , we lose the war and this is why , 
because the English and French won ' t get the 
planes they need, I have to go up on the Hill 
and testify, and the CongreeAman who i s chairman 
of t h e Subcommittee on Appropriations for war, 
his whole election depends upon this. You 
can go backwa rds or fo rward. That i s how im­
portant it 1a. 

Mr. Delano has already said he would go along. 
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H. M. Jr: 

Foley: 

a. ;' . Jr: 

Y.lotfl. : 

Fol ey : 

Thol'lpaon : 

H.M. Jr: 

Foley : 

White : 

H. !.t. Jr: 

Fol ey: 

II. ' I, Jr: 

?oley : 

H. lo! . Jr: 

Thompson: 
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Uhat is the matter with the fellow, Ed? 

VIall, he is a member of the 

Now, t~a1t a minute . I never approved an 
appo1ntnent l ike this before . This is a 
new way of \Titing it. 

There is a reason. 

\I ell, I don't see any r eason, either, why 
you should . 

No , I shou l dn 1 t think so. 

Now, l et 's be serious a minute . I have t urned 
down better fe llows than this . 

Here is a s um:n.ary o~ ,.,ha t has happened on 
him. 

Isn't it possible if you give him his choi ce 
of ano ther man it will fill your requirements? 

Just so it isn 't on the r ecord. That was all 
kidding , s ee. I will give you a chance to 
take t his ba ck and destroy it . 

'l7ha t is this Congre ssman ' s na111af 

J . Buell Snyder. no i s on the House Military 
Affairs Commdttee and the Subcomnittee on 
Appropriations. He sent i n several tel egrams. 

Well, supposing you give me - yes, I vdll ask 
him for another, but tha t doesn ' t hel p him. 
He has got this man on h is hands. Is this 
enough here to get him? Can't you tell me 
what he did, why he was suspended? 

Yes , I can enlarge upon that. 

Make it look as -you know. Give i t to me 
eo I co.n ba ve t t afte r lunch and you just 
destroy that other part. If we have got to 
win the r1ar th.a t way, let's lose it . 

I have not hing else . 

"r-s ._ ..; 
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~ll : 

'tl . t . J:- : 

H. l.: . Jr: 

Bell : 
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!!r. Tabor has requested l n fonnation as to the 
cost of tho \:est Point d epository, silver 
deposi tory, source of the funds and the oost 
of t ransporting all Lhe silver that is stored 
there . l"to are getting up all that information 
today. I suppose we have cot to furnish it to 
hin. lie is a nember of .. ho Appropriations 
Comoittee . 

The 1eliof bill , I understand, is going to be 
discussed with the Pr esident either tomorrow 
or l'lednesdny, if you \"&nL to se t that. 

I have got that in the baby bond thing . I 
hope he sees me today. I haven ' t heard . 

I h&ve still got a tag ovor in the Budset Bureau 
on that nat ter snd they are hol ding it. 

llr, Ickoa sent quite a lone letter to the Presi­
dent on the use of Philippine funds of various 
kinds , particularly the sugar t ax, which cov"lred -
which oomos into the Treasury and by the Sugar 
Act is authori zed to be appropriated . \le sent 
an estimate over t o the 3ud~o t Bureau lost L!ay 
and i t was t urned down or jUI3t hel d up . "'hat 
OJ:!Ounted to about nine >:1i ll1on. Now , there is 
about 19 aillion in the !'un<i and we are eoing 
to send another estinete to tho Bureau of tho 
Budcet , a ppropriation of that ~1 for t he bene­
fi t of the Philinoines . The President sent 
t:r . Ickes ' l etter· over to you for a report and 
v1e are no t commenting on llr. Ickes • reco'"l!lendation 
as to the use of these fUnds for national defens e 
and other purposes , but • e are merel y giving a 
history of tho i'und and n statel'1ent o f the account. 
I thin I· that is all we shO\ll d do . 

'.<bat el se? 

'!hat is all. 

I f we get an approval on this baby bond thing, 
are you all ready to shoot it out? 

Yes sir, that is , ready with the printin~ . The 
regulations haven ' t passed throu&h all t ne 
machinery yet , but t hey will be r eady in a 
few days . 
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Then they a re not waiting on me? 

Waiting on you on the printing. \le held up 
the printing on ::>riday and we told the::1 we 
hoped to have this settled by Tuesdllv. ':'he 
paper has all been dampened and it 1; just 
being held . 

If I don't see the Preaidont, I think I will 
decido it on ~ own. 

The regulations will t nl{e several days , yot . 

i1ba t we aro talk i ns about ic thi s : By confining 
the sales of onby bonds to ind ividuals , "e vt1ll 
cut tho gross sales dor.n ~ro~ 20 to 25 percent , 
as of April 1st . 

Are yon considering settin~o. a maximum for tho 
amount t ha t anyone can hole\? 

'!'bey have done a very exhaustive study o.r it 
and I huvo got the memorandum for the Pr esident -
any thing wo can do on that , it will take three 
months to put i t in l'orco , Harry. ~'he boys have 
been worki ng on this thing since last December. 
I have got a me~orandum - I have go t tr.o thines 
~ro::l hi.n , Currie anc! ;:;coles each sent him a 
seonrate one and I have nns ered both of then, 
but this thing ~e can do ef~ective ~ediately 
and i t cuts the sales about 20 or 25 percent. 
I want to get the publ i c reaction to that. 

rle can ' t cut the ·.-10 , 000 and thore is so'lle 
ouestion whother vte can ccnfine the to t a l 
amount in the hands o f ono individua l . I am 
not sure yet. That hasn ' t been passed on by 
the General Counsel . 

I t a·as the latter point ! was ralaing. 

17e don ' t know about that. 

There 1s so much tallt a bout this betnc: used as 
a device to get higher yield bonds than woul d 
be avnilablo v:ith peopl e with very high in­
canes . 
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Bell : 
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By cutting out everythins but individuals , we 
cut the c ross sales 20 to 25 percent. 

Harold? 

llothing. 

Harry? 

You are setting aside so~e time this afternoon 
to go over t his silver? We are preparine a 
rather l enathy statement and one or two o ther 
th1n t:s • 

Who is goinc to give t he statement? 

! thou~ht you would read it . It gives them 
the backcround, a lot of factual data. 

Well, Vlhil e I think about it , Gaston can ' t give 
that talk Thursday, so either you go up or 
anybody. 

It is a very excel lent talk, I think , but I 
shoul d like to have you read it . 

17ell , I can 1 t r oad it . I can ' t do any ::::o::-e , 
Barr; . 

Or g ive it to sooebody to road. I don ' t know 
qhether anybody else has read it , but he gave 
it t o me last week and not knowing that he 
wasn ' t r;o ina to go , but m6 rely asking for my 
comments, I thoul)lt i t was a very good state­
ment to make and it could easily go up and have 
somebod) there read it. 

Uell , I tell you, in order to save ce , supposing 
Bell, you, and Harry and Chick ~;e t hold of 
Gaston ' s statement and road it and handle the 
thinE: for ne so that he doecn ' t have to go . 
He can 't go Thursday . \lill you take i t off my 
hands? It is a speakinc date he has in l'ew York . 

In tie''' Yorlt'l 

Yes. \'/ill you take i t off my hands , you o.nd 
1'/hite and Chi ck? 
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Yes. 

!!ovr, s i lver, have you henrd on the Hill what 
is h.appeninE;? 

No , I haven ' t any report this morning. 

\/ell, l et me get hold or Senator f/agner . 
Senator J.:cllary \'.1lS at the house F'riday nir;ht 
and we g ot kidding on silver. He told oe 
to forget it . He said he .:ould see person­
ally that I didn ' t have to go up on the Hill. 

1<'1ne . 

Because ! told h i m that if I r.ent up I r.ould 
say, "Now, as Senator :'cl:ary sai d to me in 
1934 and as I said to Senator l~cNary -- " r.e 
said, "You don ' t eo up there ." So we will 
see what ha ppens. 

';tel l , i t will be quite possiblt~ that they are 
satisfied for you not to eo up but to send 
your statement up nnd t"1s statement is a 
factual bnckcround nnd rather nn interesting 
one vfhich in no v:ny com::~onts on the merits or 
the bill, so you l'lieht send t h is prepared 
stn teoent u p i f ;•ou care to. 

\'le will give you tentetivel;- 3 : 00 o ' clock, 
Harry . 

All right . 

Anything e lse? 

The capital 1n.flovts nro s h irting very rap i d ly 
from week to week but the ne t outflovt is -
still remains approximately zero f or the yonr 
and the expenditures are not increasing for 
the Allies . 

While I am on that , you \Yill have to begin to 
cut down on these cables . I just can ' t read 
all that sturf: (speaking to L! r . Cochran) . ~ 
the t~e I read four or five pages to get one 
sentence out of it , I - t~~t is all I di d 
yesterday , was to read cables for the last 
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f our or f1 ve d ays , and 1•hlen I ge t through -
because I had hoped to get n1·1ny Thursday 
n1Lttt . If there is so~ethinc iMportant -
if yo~ 1 i ll con~ine it - no t in your fore~tn 
e xchance letter which I c;et every n i t:ht and 
which I don ' t read , but I do read vour 
special mcnorandn. See wha t I mean? 

Yes , sir . I coul d easily put two 01' three 
l ines on the outside of a cable i f you pre­
fe:•red . 

Then if I want to read t he Ylhole thing - got 
en ough he l p in the re? 

Oh , I cnn do it , yes . 

I spoke to that chap f r <r. t he t'utual 5r oad­
casting after having spoken with Chick. l!e 
said he woul d b e very t; lf.d to po s t pone it fe r 
seve ral weeks. He doe&n 1 t foa l he could 
elimina to it , b ut he said he woul d be very 
g lAd to have me draw up t he way we would 
l ike i t , ~o i t is still on i ce . 

\'Jould J'OU ge t hol d o r to<!_ay I 8 '!'r i bune? 'l'here 
is a whol~ column devoted to a r.eetinc; or 27 
peopl e that t ook :"lace 1n ::en York . .:.coles 
and Currie , anon~st t he others. ~vidently, 

the nhole account or it is in a Sav1n£s nllnY 
maga~inc , He quotes fro~ t hat. It i s in 
today 1 s Tribune . 

I thinlt that was the meeting t hat took p lace 
at the t:etropolitan Club . \le dec i ded no t to 
have a repr e sentative there • 

.-.vid ently a SaviOE,S Bank mat..azine has r.rit ton 
up :;be 'ihole c eetb:g - -

\:ell , it is conducted by t he Sa v:n£S Bank 
magazine. 

rrell , 1 t 1s all in their isoue . I think Chi ck 
got 1 t ann circul a ted 1t . '!'hey d ecided tr.e 
Gold problem for u s . 

George? 
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(Handing report to Secretar•·) I have sot 
this other material. • 

I aa not goin~ to see you rieht after the 
meetinc . You go bacl: to t he office and I 
will call you. 

All right. 

And Geor ge , When you get buck , send for the 
United States Department of tq:;riculture - may­
be you havo cot it - forecast on business. 
Evi dently they have got another one out. 

Yes , I have already got it. 

It is pretty good, too . 

I sent for that . I will brin:• that in. 

Anything else? 

That is all, 

Chick? 

You may be asked this afternoon about so~e 
purchases of col d by Argentina as reported 
1n the Tribune and it might be an opportunity 
psychologi cally to nake soMething of it , i f 
you 171sh. 

No . I think I would skip it , wouldn't you? 

I believe I shoul d . They have been buying 
consistently since September. 

Anything else? 

No. 

That conference at the Brenner Pass this oorn1ng 
lasted two hours and tllelve minutes . Then the 
respective leaders went back to their capitals . 
There is no communique out . 

As soon as this is over, will you go over to 

""61 '- -
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Mr. Hull ' s office and s ee if you can read the 
~orne cables and see if they k~ow anything? 

Yes , sir. This mominr the stock markets 1n 
London and Paris are upset and heavy, but 
sterl ing made quite a recovery 1n Amsterdam 
and went from 3 . 73b to 3. ?7t this morning. 

I ha vo tYtO things to truce up when you he. ve a 
chance . One i s Leroy- Beaulieu •s phone call 
a bout Custo::~s . If you want ce to take it up 
tti th Easil Harris - he is here this morning . 

I have asked for it . Let's do it . 

He has been asked to give his a dvice and he 
wants to know how many asents you have got. 

How many did we o.sk for , t h ree? 

I suggested three . I ~ not sure 

You and Basil talk H over and there is more 
monltey business --

He said he was will1nf to recommend whatever 
you wanted. 

After you and he talk , I will see . 

All right, sir. 

'7e have a letter froo Jerome Frank which -:;e 
ought to an~wer. 

Get a clearance on it. \'le have got to give 
him that in.fol'lnation . 

I think so , yes , sir. 

Get a clearance . He is entitled to that. Pix 
up a letter for MO . 

You mean cet a clearance with the other peoplet 

Get a cleare.nce froc the "-n£lish so 
g i ve him that 1nfo:nna tion. I r.ould 
do it today . 

•:e can 
like to 
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All right . 

But under the circumstances, I cen • t refuse 
to e i vo it to him. 

llo , you can ' t . 

That was \7agner on the phone. I don ' t know 
why she sent me 1n there . 

A quarter of 11: 00 tomorrow morning, Bank1nc and 
CUrrency. 

Then thnt mooting for 3 : 00 o ' clock is out? 

Yes . 

The Interior found t he ~oney to send that tax 
man up to Alaska , but - they found tee noney 
to send t hat tax man up t o Alaska and pay h i s 
exponsos , but they also wanted a man who vtould 
be fll:lli liar with State liquor legi slation . \'le 
anticipated that our fellow wou l d do both. 
Dr . Gruening had some sort of a promise of a 
man fro~ Al exander and it seems to me that is 
a needless dupli cation. Tho fellow we are 
sendin£ up there can famil iarize himself c~­
pletel y on that . Now, I don ' t know just how 
much control we have over Alexander. It se~a 
silly to send ~o men to Alaska. 

Vfuo i s goinG to pay for the other one ? 

Alexander. 

I tol d Gruening not to go to Alexander . 

'!h&t i s right, and Governor Gruening, I un1eratanc1, 
is very reluctant to take Alexander ' s =n, because 
of your remarlt to him. 

I don ' t see why one man couldn ' t do t.l}e whole job. 

Will you tell that to Pur leVI? 

I to l d Dr . Gruening that our man coul d take care 
of the whol e thing. 
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\"/ill you tell that to B\lrle"? 

Yt:e . I to l d Dr . Gr11onint, tha t our man CO\tld 
t ake care of the whole thing. 

o. K., tell thAt to Burlew. 

You asked ce to l'emind you this morning about 
that name s i tueti on. 

I an no t seeine h i m. V/111 you be her.; tor.orrow? 

Yes, sir. 

Ycu as~:ed fo!' a swrr.ary o f t be SEC Investment 
':'rust 5 111 . 

Yes • 

264 

This statement (!larch 14) that they prepared 
over at the SF:c explains the purpose , ond then 
starting hare , 1 t r, i voa the po :Ji tion of the bill. 
It is a 105- page bill and 1t is kind o f hal'd to 
50t it all tho wa'J you want it . 

Thank you. 

It nay not be the 1.·ay you want it . 

All right . AnythinG e l sef 

.'olay : tlo . 
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.. Prc!l 1" , l"lLo. 
S:"7 r .- . 

!'el.'.o . 

Dean Le.nr1n . 

'<e llo . 

Go Elhead . 

Pello . 

'~ello . 

"1ne thPn'· you . 

::P.nt - ~;o "''II'~""~' r , on!' , I ·.;nnt t., t~nn't you for 
the- !)<'rf'ect1:" "T.~,..c1 C'llv1ce ,.,., -,.ve -,e on 3nnk of 
Ane1•icP 1··'1ic>, ~ro-, our r nt'! ""~ co· e to I' ~UO:)!'ROf11l -

ves , it has . 

"hpt ' S '"OOC • 

' . .'ell fine . 

\nd I \•.-rote ~y l"ttt:>r to t l•£> R::' ':: ~nc. _ thin'· thPv 1 ll 
go throu=~ with 1· . 

Oh "'Ood . 

So thr t 1 s tnn t . "o1· the othr>r t hin- is I ht> vto n 
deci sion to "'n'te in rr .. /lrd to the stat e of I ndi lln" , I t 1 

a oueeti o n of' llhrthPr Hc do o r don 1 t 1'11e a 
pett t1on v11 th thl' j udr-e to mnlte a c e r t a in Ml\11 

t alk . 

Ve s . 

And I - ever~·th1nr- 1·111 be r ead y b y ::e dne edny. I 
wondered 1~ you co•J1d onnrc ne a day'? 
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I .,1 ~~t ?r.l.dey • 

"ell t;.e trou'~- 1 1' 10 r•., '"01n- o••t - tt>'•in .... <;he 
fa"11ly t-l!E> y "'hur1'1dl" v n1 •. , t . 

Yen . 

266 

And I ~ranted to lll'tttc 1t before I left , but 1:r yl)u 
onn •t do it , it ' n o•Jt of t"A c-ue>::.t1on i s i t ? 

•:ell lrt .," l"o'· OV!'r '1V I'Ohedule . 

, "ell e!. ~~~r - : l·~~ •o ._,, :o -Ztt Lloyd C:Arr4 non 
to~. 

I thin1~ ! 1 "1 -o1n- to 11'~"('1 it "ed.'"le8d.o)•, but if he 
Phould qa~r h<' o'l•!lcl .,tt''f' • t "'~u~~day I ' ll c"l' 
you ~Pc'>: . 

!t -,o., • t ta··e "lOr£ tl"n one dry , tlPy ' ll have 
ev,..r:vt~inr-- !",..,.~, . • 

ver . 

An<'i -

All ri"ht . 

C'oodb:re . 
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""-rc~ 1e , 1?1'"· 
11: 30 1! . "\ , 

tlello • 

Fin~:> . Hot• l're vou? 

PrPt ty "'OOd . I 1 "1 V" !'Y nnx1our ~or 1:1!11 '!OI'Pr~ to 
trJ.k to you nbout thn ttrosy noth si tm•tlon 
1n ''el·r Yor1t Stn te t:h1r:h rffects this ci.e-oartnrnt 
vf>ry clo~<el:v , ,.n~ t ~ l'ffecte lnnrlotJnPr l! 1n 
D•Jtchese r::ourtv . 

ver . 

And : thou-·--t ~o•t -tr-ht 'lOr'"!bly be in e oo~1 t1on 
to ""!e,l·e so~e t:'Jl""",..,.er ... onr .... s to t!:e a.cc,J101 t1on of 
~ore f ederal t>BFl.stPnOE' beclluR(' t' e s!.t:Jat1on iF 
'>ret~:v ciarned crit1crl. -t I·."I'S crtt!ctl ··ren yo•t 
uere ht:"r e !lnd 1 t ' c '"Otten lo~ · ·orae in ~h• lM•t 
cou~le of :Vf>ars . 

\lhen 1 t l1P e - hP coulc'! ncrhpns sec you 1·hcn vou 
CO"'P un to lflttc"enr County or t•h,..ther he co•1ld 
co'"le do~;n to \ip£>1-in-ton . 

\ ' e11 I won • t bE' CO"'in,.. w• tr- thl' Couotv ~or P 
cou,le of .. ec':s , r" i' hi' wl'n~e ~o eeE' ":t:" i t 
~.•oulc1 hfove to bl' ·;ecneriiP v or ':'hur~c.a;T . 

t 'ednesday or ':'hur"de ··, thir uee·: . 

Yes . 

llell I th i n': h" m1""" t bP r.b1t> to -pt d')'l-.'n on 
':'l:Ul'EM y . 

'.lel.l AU'l'>OI'in" hP oo.,t'r t n Pn<i tren -~ vPe "'B f' 
r1n,. !'nCi ~rp ' ll flY h1rn UTJ nn Pn.,oin1""1ent so..,,.. tira 
in the !'10rn1n,.. 

lU'!!"to . 

Ann l'.nyb-C.y ?art1c•tll'r he AhoulC. """t hold o! • 

He ' d bett.,r vpt hold o ' ~e • 
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0"'1Pr rtor : 

~!:~ . Jr : 
R.~v·nonn 
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u . '~ . Jr : 
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~ . u . Jr : 
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" .H. Jr: 
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!! •.. . :r: 

~. 
~ . 

!: ." .J r: 

C: 

t.· . "' . Jr: 

C: 

':.! : · .Jr: 

"r. Cll>nJ)er. 

Hello . 

Hello . ''r. Secret, ry. 

HoH e~re you? 

"Prel-l 1"', l"'l n. 
11:'17 " ·"' · 

I ' m ,.ood. I uas Jus t th 1nkin'" obout c all1n"' yon. 
Like to oo""e over nnil hr ve a chi' t 111 th you . 

i·/ell t!wt • s ~rhet I 1 "l on111n,... you ~or . 

Good . 

I like to see tM p prrnr Around ~our an~ P.ftrr tr~t 
I't! be !ree. 

After four . 

IP t hat t oo late fnr you? 

l'o . No , thl\t 1 e nl l ri .. ht . 

H01·1 about four- thirty? 

Four-thirty. Ul r 1P"ht. Arf' yo•• P'o1n"' to h" VC 
Pnyth! n- to say 11t thr 'lrCC" conference on t' 1F 
:.:o··utt case? 

'lo. I • 11 sr.ow vou, t'"Pt 1 n onE' :>f -:-e t!l1n-c I n•nt 
to shotr you the etatute , t''"rt h 0 ':)">ene ";o ..,e 1 .. I 
telk. 

Huhhuh. 

You t'e lloHs qoot all the advPntiV'P. You CM ory 
anyth!n~ but I've -ot to ,.o to JP11 if I talk. 

(lauphs) 

I want to ahotl you t he ot<~ tu1.e . 

\/ell I - I Ju !'t - I ua.o ~·ondPrinP" whrthPr thfrc 
would be anyth1n,. at the nrerr conference hPer1n'" 
on that . 

r~o , I • ve I!'Ot 1 t r1P'ht before oe. I "Mt t o vi VP 
~u a coJ)y of -~~t ha">nens 1f I con1'1r2 or deny. 
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- ::> -

And I don ' t thin'' vo•J wan• -p •o -o to ja1l ye- . 

Oh no not yrt . r •vr ~lreAdv 7111d ~Y 1ncone t Px so 
1 t 1

1l no use no~· you -o1nr> to .1 <>11. 

\!ell , you co.,e on ovrr l'nd I \'rant .Just to hnve 11 
11 ttle Ohf' t 1·11 th )IOU . 

Ves , fo~tr-th1rt:v . 

If you wou:d • 

I"• c. be .,.ll!d to . 

~rell. 

'l'han··s .. r . Secre-tnry. 

~-cod bye . 
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"-o Pheall . 

"eJ lo 

" l?'lto . 

'Je!lry ''orr-en thrn. 

Yen . 
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"11rch 1'" , l 'lhO. 
r:; : oo "~ · ., · 

Oh yf's , ! J'JFt - rbout t~:cnt" "linu·es P<-o , 1·ry I 
tel!'..,honPd -:d Fole~· ~ne I t·nn-,.G. to t&J.:· to hi"' 
about P"10t;.,er ~nt .. Pr ""0 I F!"':P~ !:!-:1 t o lrt vou 
'mot: tr"t I' d be <'l'l•·n .. Pdnf'ri'ev . 

.. ell hP d!.d'1 1 t . 

Yoc . 

" ine- f1t'tecn rt .,,. o'~'"'1ot' ? 

I tr1nk ! '11 b<' i'o .. n tlo. ,. re . r • vr- Jurt -one ovc-r 
t!·e Fc'•ee•tle "'1C I -h 1nl' I 1 11 ·,e tio~:n t"" rl" b• · 
n1ne- ~1t'tcen • 

•:eu -
! r:u>y be ~ 11 t •1_r let,.. , b•lt -

I thin]~ thnt - ny nlnnl' 1·111 bE' 1n , o•l-rt t o be 
in by t!lllt t 1'111' . 

Ten o 1 oloc't . 

Ver. 

s~rell. 

All ri "'!1 t • 

\:e •ll bt>ve evcr:rt~ i n- rce~y . 
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, .. Pr e"- 1 ~ , 1 "Jl!n. 
5: n} .., , ., , 

Go t>.hee.d . 

nello . 

Yea. 

Th1l1 1P 3ob lh<~"n"r . 

Hot· clo you do"" 

llhy, ho~: do you l!o? SP:V ''rl' rv, I - Pitt..,an "'~"" 
~n~ out on.,~ . ~e • n ~t eo~e other i">~rt"nt 
thin~e . 

vee . 

So you • C. b,.t•,.r b~ !'"l'" r-t 1'Pr- thirt)• - p;• - we • 1.1 
oertPinly trv to "'rl.Tl rll n• cPn . I t ' E Juct ont- o f 
t hoAe sil ly th1nrn , you 1~noH . 

P1ttnPn 1 s run out on you . 

Ho ' " run out, :VI'S . Po ""Ot non~;> othPr v,. ry i nmo:rtsnt 
"'ePt1n-,., but he 1 11 oonf' l'ny othrr ti-P bnt tonor••o•• . 
I said , "Hell to hel l Hi th l'ny o-hor tii'IP but 
tomorro~r" • 

Al.l r i.,..ht. \/e l l it I' , t h,.re trhr. t t he devil -

vee. Oh yeo it inn ' t - be all rir-ht • 
you always e.cou1t voursE>lf and I don 't 
~rhat all t his oonaern ie about. 

St. Patrick ' s day ~rae on the 17th. 

Say listen , 
Y.nOI' -

llell it 1 s true , I mean I 1 rn not - you klla~r t ha t 
yoursel f . I don 't hPVO to tell you . 

You l'.noH I' m ""oin"' to come un -

\·Thether you do or not . 

I ' m not ~o1n"" to e t ul1fy n:vself . I've rot P lit tle 
atatenent . I' m rain'" to rePd it, so tihPt? 

All ri ::-ht • 
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0 . v • 

Thetn'• " OU , 

Goodbye . 
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p .u . ~-:-r : 

"'.obrrt 
Dou.-'lton : 

D: 

··. ·~ . Sr : 

::>: 

... . J r : 

~ . 

" · 
·~ .· . J r: 

D: 

·: : · . J r : 

D: 

~l . ~ " . Jr : 

D: 

'!. . . J r : 

D: 

~ . .. . Jr : 

D: 

'!ello . 

All r i;rht , Mr . Seoret~<r:v . 

ttot-r l'.re you Bob? 

All r1~ht Henry, how ore :vou? 

5'1-re l l. 

" arch lS , l:!ltf\ . 
10 : 20 a . n. 

Hot·r are your r eturn rPcf'\ ...,~P e)-oowin"' un? 

i1hy we ' r e not "1P'•1n.,. l'ny nnnounce.,l'nt but t t> ey•re 
runnin"" just P 11 ttle b1 t r~Pad of \·:het we ~i-1Jred . 

Ahead o! tne esti~~tPs . 

"~es , a l i ttle bit . 

Yes , uell I t"C!F in honPR they ' d be conl'lic"Pr Pbly no . 

'lo , just a little bit , no t much . 

I seP . Nothin- no~: on t rxl'R rnyt':Py . 

\lhl't ' 8 thP.t? 

:roth1n~ ne;; on ~~e tax att•t~t\on . 

»ot a uord , no . 

'lell -

I don' t k.'low l' \·rord , but they're just runn1n .. I' 
l i tt l e bit ahead. 

\te11 t he th i noo thn t I re~~Tet to do t he .,ost o! 
anythin P" 1n the w:>r lll , t o botht>r a Mlln of your 
duties and responAib1litics about a 11ttll' j ob. 

i1ell I' m a h taya - you never can bot her "'e Bob . 

\tell about t1·10 nonthe eqo ! spo!.o:e t o you about ll 
woman h ere t hat wa s in de s,er a t e s i tuation in my 
district, ri l\"ht n•ar my hoMe t hPr e , a " r e . Gene 
MOXinpt,and you ~ot htr "'no1nted down a t -
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eor.et·h,.re 1n t!H• '"'rPrrury, Pro,.uro-pnt Jl. virion . 

Vee . 

Noll they• ve lP1d off n ..,.rrnt nu-,ber do~·n t~er£> '\nc\ 
Rhc -oes off , ~he ' ~ rbout 

o rar..y , say she ' o <lono nnlentl.1d ~rork , I don • t '{now 
Hhrthf'r you oAn kec>"l hrr l'nv lon,..f'r or not . 

'./ell the trouble ~·1 th tl-r t is Bob , ~~e 1 ve r-ot , 1 
don' t 1<_no1·, thPre 1 n three or four hunll.red '">eo"ll£' 
He ' r e ll' :r1n..,. off . 

"~"'es . 

And I hnven ' t ~"'cC on" e:r.oe"~t•.on yet , Pnd 1~ I to 
I ' n s•rn': . 

vee . 

An<' -

Vou rave Rn 1(;eA yo11 "'1c•ht find P '">l,ce rlPev•hf'lr P 
for hPr P1tl"lon'.; "ll'''l.n• c::O£'"t1on , I don ' t ··r.nt to 
a.sk you to "'~1:r Pn oxornt<on ,.nd r-r t your"elf in 
trouble , I don ' t do thnt • 

"'en . 

Gene ''o'C1nne ~or "o''1r.n,. . 

Shr ~oes o~r the lrs• o~ th'" "lonth . s~" ' " b£>~'n U"l 
her!' to se(' ~e cev"rl' 1 ti"'£>8 , rhe ' a c-ot C~o~P 
denendents to tc':e Ol'l'D of ,.,nd l'rr ':la.n ' " left hPt' 
RO"'le tl."'e M'O a nd ahc 1 11 jurt 1n a ter r1b1 c 
s1tnPt1on, but I unclprt~tend your Pi t11Pt1on too. 
If you oan ' t do nny1.1"1nc- -

It ' s auf ully hard. 

Her ueo.,le do;·n t'•ere ht>ve Rlwn;.·s been anon- '1Y 
-,ost.loyeJ. nnd efff"'ot'"P s•I'">"IOrterr . 
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Ycf: . 

And t,.e,, feel 11h., T 011 ···t to b!' able to ~c::.n h<'r . 

Vpf' , ~iel.l I' ll t p1q• 11 loo'· b•1- I ,on • t hold o •1t 
"1HOh "oTJP b<'c,.. ,no 1t would j nPt "1Ciln ,.,::-essure fro., 
ev<'ry l' i de Pnc1 I h~>ven • t "11\dc en exceTJt1on ye t 
so I cen t on Pll "~Y fr 1 endn I trep t the"' t ho 
annP . 

I Aee . 

I Fer . .. ,.,1 -

3ut I ' ll tal~e r loo:t "t 1t "ob . 

"hl'n'· you . 

Cooc:1b~· e . 

Cooc1bve , 
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DEPARTMENT OF STATE 

WASHINGTON 

78 

re!er to 
!.:arch 18 . 1940 

KT dear Mr. Seoretar:r: 

I vieh to acknowledge your recent letter in which 

you etate that in the opinion or the freaeury Department 

the Inter-Amerioan Bank, as outlined in the proposed 

Convention an4 By-Lava, baa aA opportunity tor per!or­

ing useful work on a cooperative ba1i1 towards the 

improvement or eoonomio and financial relatione among 

the American republioe and that the proposal therefore 

meete with the approval o! the Treaeury Department. 

I vieh &lao to take th1a opportun1 ty or expreuing 

~ appreciation tor the great cooperation which the 

freaeur:r Depart11ent hal extende4 in the preparation 

and dilcU811on ot the Inter-Aaerican Bank propoaal. 

linoerely :roure, 

...... 
Adolt A. Berle , Jr. 
Aeeietant Beoretar:r 

The Boaorable 

Benr:r Jlorgentbau, Jr., 

leoretar:r o t the Treaeur;r. 
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Ntll ~~oi~a.UI a4 ~-~~ '-J' \ale fr II Lj ........ \ale aU J I V per1o4, 

\be rou-t oilw" \e .., ~ --...,. o\e.U llao 110\ HAobed \M 

raUo ~Ur-1&~ 1a \ale IU9W I'• ' ... Ae\, ftle N91ou. ...._ fw 

t~au 11u 'bMa \ale iau ·• 1a - ,.u Mll'&lelU••· 

Ia udel' Ula\ \lie --'''- ..., lla9e Mten 1\ a ~ta p1C\we ot 

\llo aU•u ra~ liT \M 111~ Sta\el liaoe 19).) \lie Depan-\ llae 

alto prop&recl a '"'-' ..,.lac \lie -•'- of ~-ailled cSo.u\lo •ll••r 

ad oaUOD&Uaed .u .... UQ1I1rH 11aoo 19.)), 

I wo .a. pr*J)&Hd a •'-'-' •118wla& \lao -•t• oollenecl oull 

Ju.r bJ Y1rWo of Ula 5011 ellftr protita t.ax. lou will ao\o \Ita\ Ula 

uoa\ of \IDe oolloe\e4 1a aaoll of \lle flra\ t brH J •ar• of \bo •il•er 

prorue \u 11 _.,tanUall7 rr••'" \be tb• uoUDt of \u oolleote4 111 

tiCII Jear U..roat\11', 'rbo raa- tor \11.11 1o tlla\ \he 7hld of tba tu 1o 

bi&ll• r ftr1q a llvio4 of rioiac ou .... pdooo \ !lu dur:1lac a pn1o4 ol 

e\abla or doott•taa ollow pri-. 

Tbo c:-tuoo _, -.. a.-. .. ot qa eo\1008 which U would lUo w uk 

1n - .. uoa ol\h \llo .. \Ulol. •• ..a.ara of rq otat4 olio are horo ri\11 

at ~ vo anllUlo \0 - IliA lJiqlllriOio 
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iJipor'\Ut or nell ari'UI••nte wu •d• with ChiDe. ID lUDW, 1936, 

HJI"MIR&tina of the ClliM• Oowena.rt, - to • aad Nf<Ueated • te 

wort out err liC••nte t ar the ordvl.J ale tiT ChUa or eo"" or 1\e 1arp 

,u.,.r bold~•· At. that tt... a:id troa u. to tt• tbena.rt.ar tha 

OreU 11!7 ntered iato U'l"attp•nh with Chi.Da purauut to whleb 1t ao~v.!Nd 

appro:d•t.ll.J 565,1155,000 OUDO .. of CMDaH aliTer. Tba &rr&JI«WliOnta tJT 

ellicb " hlln purcbeHd t.hia aU TWr troa Chilla baTe been of tneaUaabu 

ud~ "'c~. 

Bec'•'nc wit h l.-r7, 1936, and up to larch 31, 1938, t he TreaHrJ 

bad a apec t.al arT&DCo•nt w\t.b .. Iieo pursuant to whlcb t he Traa11117 .,..._ 

ebaeed diroct.l.J troa .. xloo up to 5-aUUon o\Ulc .. a aont b or newly-llined 

.. dean prodiiCtioa. TMa apeot.al arrange•nt with U.Zico lapaed on .lprU 1, 

1938, aad hu not been raMWWCl aiDca tboi.t date. Mexican newl)'-ained aiber 

ba• been ia•ort.ed into tbe Oaited S\atea a.od b .. been eold in .l•r ieu 

artata. So• or it hu been r uro'-Hd bT the rreu1117. 'rbe aU•er when 

.c :uired '117 the tr..8VT 1a aoquirecl a s a.o;r ot her aU••r in this eountr)' 

and heara the a\a11p or u Aaor1oao ratinor located 1n t h1a country u d 

tba "W'ObaHa wen uaaall.J •d• tro• .t~.ar1cao concerna. Tbo t hird 1pec1al 

arrtaca•nt 1a the o~~~a which tba f1'1118VT hu with Canada. Puranad te 

tll1a arrup•nt w ae<;aire ap to 1,200, 000 oWlCoa or ,..17--u..d CD11odiaa 

IUftr -tbl.J. fbia arraJIIOM1lt 1a on a ar>ntblT bada and continva 1a 

tu.U opon.Uoa and ottae\. 
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Ia ... ,. ........... , ... , .. etb ... - · ~ rue. .... ~· .... 
.r -•· "• la Aollan, "'- forelca •U.. o~WM4 .. llar1 f .. -. 

tl lftr ... , llo .. u la .... UildtM . ...... a ..... llvt - ..... 

oiUetlT fer ,.,.._. of ..,..., pea 11 ,..._ t._ \Ito vauet a ..... * •*r 
117 tile ..... ~,. ••lllac ....... u. .... 01' ~, .... \tdri _.,., Ia 

t'lller IHlftl , "' ,..,. ....... ., ro ... , .. ellnr ...... -~1 .. f'o reip 

eo,..trl .. .. ,.,.,... .. U..lr ,.,. . .. , r,... \lie llal"" . ..... . ft.lt 1IAto 

ewto••l¥ lureaMil Ulo lnol of kalatee M \hl \r ..a of oepl.,..a \ la 

lllo U K , ._ .. ,, ,.. .. p1ll"'Ot.a.aoe of foret.cB dlnr bft, of -... .. , 

\oaef'Ue f or ollT oooaoale llf o wlU..t\ lacrooetac \bot pal10 ilellt -'-· 

•• r•~a aow, tlll or,..........,. h pcU tor ather pu,.._ .. , ~t,Dl \Ill h~­
of 111 .. 1' eerUflu WI la P ._., I'UAl \o tile COl\ \o U\1 f rtUU)' of 

tl•• ellftr tiN.o ~1l1'0ba.et. to M '"'" Ul• unah 1aYoln4 aft 1111 \ 

1..,... tile rr....,. h ao• 'lnl!rlac aht \ 45 ,ocY', OOO Yt>r\11 of .tlnr 'POl' 

-&!1 10 \lil t \lie ---'• allna\1,., of nr p .elle"' ' " w\ u .,.., , 

u ua., .,... ftriac .,, ,.n oll .... " " ••\lilT ~· -
114w••••• \llnp \llo _ _., .,..,..'-C'I• \111 \ flow ,,.,. tllo JtTOCfta .t 

,.,..,.,. eUftl' ... ao\ \aJ'IIO \11., '" ...tttet .. \ \o ......,..., coaUaot .. 

t tl.. ' pellq 61Lft-c \IMI" 411\- 11M ""~~"'' ea.& ,.tutw pnt.olle. 

I fMl \ lila\ \IMI prepoeal •• W e u .. \o Utooftli,.u.e J1LNlla01• 

• 

ot torolp ellnr h -..a. hre'lM\ \o aaaAa\0 of Ooiii!J'O .. Mle o. .. .._,, 

lt.ae u.,U'I'M a ,..,. l&rp •&oelr of dlftr, Ia .,,.. "'"" ' 1111"1 &hno llu 

'llleft lft•Wr •k~lll" la dlnr....,. la pl'\or ,..,.. , ....,. couwt .. wl\11 

""-a vo llaft t n•..U, Mil latt.aw rol•U• ......... n prallsce , .Ue\&attel 
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u I 'llllderstaod it, tbie Caa:dttee is considering a bill proposed 

bf Senlltor 'l'cnm.seod, the effect of which would be to tend.nete aU 

po1rer and authori tT of the Preaiden t, the Secretary or the Treasury, 

Nld aey other agency in the !:x:eouti ve branch ot the Oovert~~~ent nth 

respect to the acquisition of aUver (except newl.J'-mined domestic aU­

ver acquired pursuant to section 4 of the Act of JUl.7 6, 1939), and &leo 

to t.erain4te &D,T orders, regul.ationa, 8lld other action takeo nth reapeet 

to aUver . 'l'he bill would &lao tend.nate the existing 50% profite tu 

ilaposed on transfers of sUvv. 

I assume that the Committee , in determining wbat should be the 

future policy of the United States nth respect to aUver, would want to 

be fu1l.J' informed aa to wbat we baw been doing during the last six ;rears 

to c:&rr7 out the dutiee 8lld reaponaib:Uitiea tbat ban been placed upon 

ua by the SUTer Parcbase J.ct. .lccordingl.J', I bave brought nth me toda;r 

"86 

:: ··.:::--:::::~::·:.:::~=t~. !-+ 
~eu$t:: Zi!:!::i!:S:a ~' 11 Tonk wbo 'rill 0. · 

able to auppl;y the eo-Ittee nth atJ.7 uailabl.e informtion conurning 

the edm1n1stration ot the SUTer Parcbaee Act and tba aoqubition of aU-

nr, 
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I have had prepared tor the coovenience ot the eo..ittee ~ teblea 

ehawinC the silver con tree ted tor bT the 'l'reaeury, the acquisi tiOill of ail ver 

by the Treasury, and the imports of silver into the United States since 1933 . 

I ehould like to cention that the dif'i'erence between the figures of ail vu con­

tracted for and the t'igurea ot silver acquisition& shown in the tables lies in 

the fact that the first set ot' tigarea recorda the eilnr purchased reprdleae 

or when deli vet-y is to be made; and the acquisition figures l'ecord the actual 

silver received by the lllints and assa;y oi'f'icee pursuant to such purchases. In­

cidtntal.l;y it is the latter figures which have been IIISde public from tillle to 

ti»e end appear in the DOnthlJ Bulletin of the Troaeury Department. I aigbt 

wo untion that none of thes e f i gures include acquisition& of newl;y-ained 

doaestic silver or s ilver which as nationalized pursuant to the Elcecutive Order 

or August 9, 1934. 

I would aleo like to leave 111. th ;your Co=i ttee several statements which ere 

n consolidation of all. silver purcbases up to Februar;y 15, 1940. 'fheee conaoli­

cl:.ted atetelaents were prepared for the use ot thie Coa:d.ttee b;y our f i scal agent, 

the Federal Reserve Bank ot Nn York, at the direction of the 'l'rec.sury Depart;Dent. 

'l'llese atc.tements show the countr;y which is the source of sliver purchased b;y the 

Trct'sur;y Tlherever such information was known to tho Treasury • 

I preslll:le the CoiJIJittee 15 also interested in figures showing the relative 

PJ:'Oportions of gold and silver in the monetary stocks ot the United Stetee at 

>Uioua dates . I have here a stetez::ent of such figures for the use of the Coo>­

llittee . You will note that notritbetand1ng continued acquisitions of silver, 
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botll dOD£1rtic ud foreiiD• bT the 'lreD.RrJ during the eix 7ear period, 

the ratio.of aU'f8r to our tota1 110netary etocka has not Nached tile 

ratio stipll.at.d in the SUnr Purch&H let. The obYio..,. reuon for 

tllia bas bMD tba inc:reue in our gold acquiaitiona. 

In order that tbe aa.itt.e 1111¥ have before it a COIIplat. picture of 

the silver r equired by the Unitod Stetee aince 1933 the Depertaent bas 

wo prepared a 1tetet1ent aboor1ng the UOW!te of ~-.l.Jled domestic ailver 

and D&tionalised aUver acquired ainu 193.3 , 

I b.avs &110 prepared a oteteunt abori.ng the uounta collected each 

1ear by virtu. or the ~ silver profits tax. You 'rill note that the 

aaomt of taxu collected in each of the firat tbree Jt&rs of the ailvar 

profits tax i a aubatant1all7 p-eater than the a:ount of tax collected in 

each 7ear thereafter, The reason for this i s that t he 7iald of t he tax ia 

higher during a period or rising ail'•er prius than during a period of 

atahle or declining aUvar prices. 

Tbs Colllllittea IAI1:¥ have a nwnber of questions which it would like to ask 

in connection with these tehJ.ea , The Ma:bere of rq •taf4 who are hera ritb 

• ~. are avail.able to annar such inquiries . 

::a a 
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I aboul.d al.ao 111111 to axplain how we han been purcbaaizl& aUqr. 

F1ratl7, we acquire aUTar tor spot delinry. That JBaDa that tl» 

aUnr 1IJ deliYered to ua DD later thaA the working dq tolloorizlc 

the purchue ot the eUTar. Genarall.T epe•Hng, aUnr w!W:h we 

purchase for spot deliTery coma t'ro• the atocka or 1nventor11Ja ot 

refining COIJ1llln1es, or other dealsrs in aUver such as banking in­

stitutions, etc. Second.l.y, sUnr which 1IJ nawl.J'-IIined sUver pro­

duction of foretcu countries 1IJ purchased by us tor future deliney. 

OIXler our present practice w perllit up to S .,tba' t1• tor deliTery 

t hus purchased. TbirdJ.T, the Treasury acquirn sUnr pur8Uant to 

specisl arrc.DBoments with certain foreign countries. Tha Treasury 

nor-.lly re" uires that the aUvsr which it purchases beer tha atalq) 
~ ... 

ot a refinery located 1n the United stoteaJ and, cs.rt7ing out tl» 

sUnr purcha .. progr .... the Treasury has eouabt to diTart to A•ri­

can ret1nillg colllpe.Diee a coiiSidera blo aJIIDUllt of business which 

otberwiee would han gone to foreign refiners. 

In all the inatancee 1n which the Treesury purcbased sUver 

directl.J' fro• a foreign gOTarnment the price which tha Trecaury paid 

tor the eUnr did not exceed the ll!l.l'Dt price tor aUwr preva u.­

inc at the t~ ot the purchase. Thia na, ot course, eleo true ot 

al.l other purchuea ot aUTar under tha SUTar Purchaee ACt. 

J.e you 1cnow the 'l'reaall1'1 baa lll8de special. arraqreiiiDnts with vuioua 

foreign countriee relating to the purcha .. ot aUTar. Tba tint, IJid perhaps· 

• 
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i iiiPOI't.Lmt of such arra~al'lllnt. 11&8 ll!&de wit h China , I n JUDe , 1936, ~X 
~e11ntet!Yea of till Ill" Qnn•·-~• 10 ,. +-" .a ') ~ __. e . M a 140tfUGCbecl • ...._ ..... -

s iltoc•o:..,.iod' a.· "' ROEIIillR,__...t.;• *l;,o;l'III:'Sioi.* .JttJ''-"._.,, rllld"-4":.0• ... a t be to t i• the ~ r 
~ .., .. (L.,_ 

~111r1 entered into arranp110nt a witb China pursuant to which it acquil'ed 

approx l.mtel,y 565, 8.55, 000 ounces of C hineae ail ver . t-l:O'-Iwlla;;a:cl:6irliFfi,Sil&lliP"toliliJQ:IIL.., 

,wh'ch • e beye 71Mb ' *bl s:tt eua IS i;;;?;'' ... , 
au.lM"te: to e1 'nr t­

B~inning w1tb

0

J&mlllJ7, 1936, aDd up to llarch 31, 1938, the i'N&IIIlr7 
~~U....~"f_~tF 

bad a srecial arreJI["e,..nt with Mexico pursuant to whic!J the fi.ea'atulf pw::!.. 
" 

o&.t"" 4 11!eoUy i o up t o 5-lllill ion oun~ae a month of nawl)"-llined } 
~ ..-" ~ ,._.~,). ~ ...._ (. .,.!'""'"' ""-1-'1.,_,. ~ >I I ' 

L!axican ,Foduction, ~{special airangementJ"~'~Y oil ,t,pr!l 1,, 

1~ and ba~ not bea~nnectJ!R .. \ l>at <tnte. [ lllox icanoewii-llined ailver 
....-: hu bean izported int o t he t1n1t ed States aDd bee been aeld is *m :!.can 

liii' Pioeb • 8os sf t4 su he a f el!'C:oud bJ tbi !< ueu.:, u -;e ~when 
acouired b)' the Trea a11r1 in e.cttuired as 8tl:Y ot her silver in tbie countr)" 

ard bears the stamp of an ACl81'1oe n refiner loce.ted in t i'l1a country~aa4-

tll:llcr...,·Oi~ :-;;jjj•i;;;::w;iiiiis3filil,.iilW~JJai!llllQI!:Jij~ijiiJf'Dii!PI.'!l!!!S!J£.:~:.s•IMP..;~oo thil"Ci opecial 

e.rnnc;e111nt 1s the one which t ile Tresslll7 has with Ce.neda. Pursuant to 

s ilver 80nth1J', 

tuU operatio.n 

~ &<- l,..o 7<N{AA 

u,... ~r 1 
'%-·~7; ~ 
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In every ci ao vheH f orei j\ s i l -ver boa bun 

of course , been~in dollars . 

t ilnr t.Jw.t be aold in 

chiefly for J>'I1Unt 

b7 the countr,r ae l li 

ot her words , 

CoWitr ies t o 

no t increaaed 

of eilver 

vere uae4 

Statea vhether I 
coun tt7. In 

ve enab ed foreip 

ac t i -vity and of e mpl o 

o toreip ailver ve, 
I 

a been pouible tlnu 

debt a ince, 

o the Trea aury of 

To be aure tile &llOUDte nTr lTed a re not 

worth of silver per 
I 

ad.Tantagea no t ~at 

advantages the pr ogra:a of 

not large r ant eontinui n& 

feel t het the p r op oaal a~t a t iae to~ontinue purcheaea 
Ml"l~l -t"<.- ...-(.AA ,.... r \.-A. Ll r::> 

ot foreig> eilver ' ?25 a 

2 IUIUit to ca!ld.ate of Con,;re u \he GoTarzuaent 
11 

boo acqui red a ...,.. large atoc lt of ailver. In 110re recent yenra there hea 

been g rea ter a tab i ll t7 in ail.er than in pr i or yeara. Mally coun triu vi Ul 

vhoe we hove f r iendly • .., .. ,..-. rel&tiona lu!n, or p roduce, sulatantial 
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quantiti es of silver and it ia at •ha ar• stsat aaa ' fl to such 

cauntriea t t they be able to use such ailver in order to acquire 

welt needed It there were t o be a aubatantial deoline in tbe 

~~-. 
price o~ ailYer n.oh countr i es would _,fw a 1 f ' aa a8 aa6a + · at 

and 'tiOUl.d of neceaait;y curt&il theil' purchaeea of coJ:COditiea 1n thia 

I 
eountr~ fe ... t•p1 na t o )p1ld up m]r · s t acq _ , ... =· '•1iec-

lnt1 ] d ll,P friea.._ 7 ••l·tin· wi''hfo;e' rn Ml!P•rs e 1• To -.-..--

banking policy and to consider and recollt!end the character of covernt~ental 

machinery beat calculated to carr;y out euoh a policy. Such a etud,y I 
J 

&aiiUllle 
1

would be - comprebenaive i n ita nature and TOuld neeeuaril:y 

of ailver include a atud;y of t he entil'e ailver pr oblHI and the relation 
~I,./ 

t o t he other p roblnoa 1D t he aonetary field. • ....,~;jiiiiii!!il•lfil• 

~ 
e completion of IUCh a study. dThurer

1

:,1ta ~.DO /). 

Treasur;y acquia1t1onc of silver ~ u :?t 
of large enouch quantitiee to ellan&e aubata.Dt1all:y • ---=Sf i:V. - tkl aPse ..,. aituation a a it exiata toda;y. ~aen' t 

awam A &At iiUi a a oA1lJIA at tk tw; 1 14'1' 'L -
• p d · bcn, 1 an* ) ' , ,.,, sdtb rr«sr •• II l *' ' Mb ' 

... 
II& Uo~~ I ' ta 

. ) r;; 
/' v~ !..-~ I ., .,. 2 

,,~ , 

. t...L ~ • 1A t 
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P.lRAPHRAsE OF TELEGRAM SENT 

TO: uerioan Embusy, Rio de Janeiro 

NO.: 76 

D.A.TJ:: Karch 18, 1940 

In ita acknowledgment ot receipt or .A.ranhs's 

letter to you regarding repatriation (your 102, Maroh 

9, 3 p .m. ) Oounoil inquires 'Whether the Brazilian 

Government will adVise bondholders in advance ot pur­

chases tor repatriation ot bonds to be made under 

Section 6 ot Article I ot the .A.ranha plan'. 

The following is confidential tor .Ambassador 

Cattery: It the Foreign Bondholders Couno11 should 

wish to stress the importance ot this question, it is 

obVious that there are potentialities ot trouble in 

this situation in View ot the taot that the Council 

definitely based ita pr~misa With regard to the public 

statement which it vas to iesue on the understanding 

that the otter ot the Brazilian Government would d11-

olose the whole picture to bondholder•, including &n1 

repatriation ot bonds. (See the Department' s telegram 

no. 66 ot Karch 6, 7 p.m. ) It would theretore seem to 

29J 

be desirable that the Brazilian Government give aeeuranoe• 

that it Will make tull disclosure in sui table detail. 'l'he 

Department hopes that 70u Will be able to lltllte arrangement• 

tor such a repl7. 

EA:EB 
HULL ( .uB) 
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TREASURY DEPARTMENT 

INTER OFFICE COr.tr.tUNICATION 

DATE lfllroh l8, 1940 

TO SeoreierT llozoaa~llaa 

'RON Jlr. J'oll!lr 

I '11114ereten4 ~hat llr. OutCIII illtomed you Saturda;r 
night ot tile ei tuaUCIII with reepeot to the retuul. ot a 
Norwesian Teeee1 end en Ioelan41o Teeeel t o oerry 1JD1te4 Stahe 
Mile. 

Sat~ artem- the BOII:'ftCillD 111n18ter agreed to 
~t the llo:t &'• T-1 to oerry the .u.s. After •Hns 
the asr-t, lie o-loated with hie sonmMDt, but bMauee 
no 11110 .a at the toreian office crrer tile IMeltad, he ._. 
unable to pat tile acre •t into etteet. PeraieeiCIII wae t1.D&ll;r 
&1'f'ln by tbe State DepartJaant to the THHl to olear with or 
without tile ..U.. It aooor41D31;r ..Ued t his 110rn1Ds d 
10: 00 a • .'ll. nth - 41pla.at1c pouohee but with DO r egular 
11&11. 

'1'he Ioelandio Toeeel conaented to oe.rry the Mil end 
cleared t hie 110rni11& at 10: 30 a.s. with the regular c011a~t 
of .. 11. 

ADother lf<mNc1an TeNel plane to ..U 1111 'lednaadq, 
:March :20. 11a11 will be tendared to it , and the preact 1Dtec­
t1cm i .e to bold tbe TMHl 1D the eTeDt the ail 18 refused 
unleaa a-.thin& 18 worlted out in th.e SMntiM. '1'ha Br1t1eh 
are behiDd the reti&Hl ot the liD•• t o carry the all, end the 
State Depertlullt 1e nasoUatillg nth tU. at the present tiM. 

294 
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TREASURY DEPARTMENT 

INTER OFI"JCE COMMUNICATION 

DATR March 18, 1940 
TO Seoret~rr ge thau 

Mr. Haas ' 

Railroa freight movement for export. Subject: 

Export freight receipt s lower 

Carlot receipts of freight at New York r outed tor export 
fell ott somewhat during the aeoond week ot March, though 
remai ni ng Within the previ ous month'• range . (See Chart 1 and 
table attached.) A preliminar1 estimate for the third week or 
March, baaed on incomplete data, shows a alight upturn . 

Receipta tor export at nine ot her North Atlantic porta 
( lower aeotion ot chart ) remain at the high level reached dur­
ing t he first week of March. 

Decline in export freight stored at New York 

Lighterage freight in storage and on hand for unloading 
at New York Harbor (largely representing freight destined tor 
export ) declined somewhat during the eecond week or March (eee 
Chart 2), partlr because of the r educed volume or incoming 
export freight previouelr mentioned. 

There is no indication o f a oongeation or storage apaoe 
at New York. On March 12 apace for 5 , 268 carload unite was 
occupied, or a total of 14,673 unite ( including covered piere, 
open ~iere and ground storage). About 40 per cent or the 
covered storage apaoe ia nov in use. 

The volume or freight actuall1 exported from New York, 
according to our estimates derived f r om these figures, reaohed 
a new high tor recent monthe duri ng the first week of Maroh, 
but tell ott eomewhat in the following weeks. (See Chart 3 .) 
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RECEIPTS OF FREIGHT FOR EXPORT AT HEY YORK 
AND AT NINE OTHER NORTH ATLANTIC PORTS 

Week ended 
1939 

October 2S 

November 4 
November ll 
November ll! 
November 25 

December 2 
December 9

16 December 
December 23 
December 30 

1940 

January 6 
January l} 
January 20 
J anuary 27 

Febr uary 3 
February 10 
February 1

2
7 

February 4 

l~arob 2 
March 9 
Marob 16 

Nine other North 
New York!/ Atlantic porta 2' 

(In carloade) ::.t 
3,707 

3.5462 
3,54-7 
3,3}11-
3,497 

3,435 
3,922 
4,0U 
4,s4s 
3,l!56 

4,000 
4 , 0~6 
4,0 0 
lf.,3S9 

4,274 
4,614 
a ·97 .550 

tt , 577 
.059 

If. ,l09P 

l,54l! 
1,c5l! 
1,602 
l,l o4 

1,251 
1,433 
1,557 
l,S25 

l,49S 
1,~90 
l, ~7 1,6 7 

2,~8 2, g 
2,383p 

!./ Source: General Manager s' Aseooiation of New York, Daily 
Report of Operating Conditione in New York Harbor . 

Y Source : As sociation ot American Railroads, Car Service 
D1v1e1on, Report ot Carload Freight tor Export 
and Coastal Vessel Movement. 

Regraded Uclassified



•• oo• 

s.o 

4,0 

3.5 

).0 

2.5 

2.0 

1.5 

1.0 

5 

0 

-· .... . ... '"· ..... 
I I T T TTT T I I I I I I I I 

A ... - ... 

1\ _/' 7\J \_. 
7 ~ 

few You/ •p..,__ 

""""' . 
T 

II 25 .... 
1 939 

9 O...c.• Poau -...... 
"'· .............. -- .,.,.··· 

\ ~ ... \ ..... .. 

9 23 6 20 .... ., ... 

. 

3 

! .............. 

17 

''-'· 

,.....-. .._ 

. 

. 
2 16 ..... 

..., .. 
~I I I 

' 30 13 27 ., .. 
9. 0 

I 
.... 
I I I 

II ... . 25 

,_ 
I • • 

' 

s.o 

4 .S 

4 .0 

3.S 

J,O 

2.S 

2.0 

1,$ 

1.0 

.5 

0 

r 
(. 

c • 104 

Regraded Uclassified



' ' 

10 

9 

e 

7 

6 

5 

~ 

4 
28 

LI OHT8R.& 0 8 PR81 
AND ON HAN D F OR U N LOAD IN G 

I 9 l 9 I 9 4 0 _IIQW, ""· .... 
''" ... ~»•· ' ' ~ ' • • • . ' ' ' . . . . 

I' ' ' ' . . 

_L~ f'v 

/ v 
£ 

'v' 

L v 
J 

' 
,, 

II 25 9 -· I 9 l 9 

..1...1 . ' . I 

6 l 17 

'"'-•· 

..1. • 
2 

• ..1. 

16 lO ..... 
I 9 4 0 

..1 

13 .... 27 

• uao.o..v CXI'Oar ,., ,'"",.• ..,, AIOUT 1(1. auu.surs rac.tGioiT rott L.KAL 
AND 00.U TAL NJI PIIDfT • I' I GUUS Dcumc: c.IA 1• • 

H A RBOR* 

... 
' ' ' ' 

I I 

II 25 .... 

-"l!!K 
-Ot" ' . . .. 

8 l2 ...... 

.--

10 

' 

e 

7 

6 

5 

• 

c • JQ) 

n 

K .. 
Regraded Uclassified



19J9 -· .... 
I~ • I 1 I I . . .---r-. 

' • 

I--

~.o I--

• . s 

f1 b. J 

~J ~ """"' 
• 

s r- • 

•• o 

J . 

J. 0 

1. s I _I _I I I I _l _I _ j I 

18 I I 15 9 2J lO -· .... 
19J9 

'''· I ' 0 ' 

j 

~ 
I 

~ 

_l_l 

J 17 
ru . 

..... 
I' I 

r\ 

2 

" 

I I I 

16 ... .. 

19 • 0 .. .. _. 
I I . . . 

_!._l_l_l 

JO 17 

I 9 • 0 

... 
I I I 

" .... 2S 

_,. 
I I 0 ,•• 

5.5 

5.0 

• • 5 

•.o 

J.S 

J,O 

_l_l_L 1 .s 
8 

(.0 

c - JOII 

Regraded Uclassified



illl.rcb 18, 1940 
wUQRJ<NDUM t'OR THE SE(;RETJJ!Y: 

Shi u pl ng Sltuv !ti.2!l 
roe Pacific Coast freight and charter murket was not particula rly active or exciting last •·eek, although business to ~ca!Llnavian countries, especially Swoden, bad picked u1, coDDider«bly from Hs slump of a month ago . There was no explanation for the la­provW~:ent, other t ban that operators iaegineC. buying interest lul.d been oU.mulated by low inventories. There was a fsir amount of citrus fruit bel"~; bookod, but lunber was quiet s.t rates ran<;l.ng between fliO and ~5~ . Space conditions to the United KiD(Idom, of course , were exceed­lnblr tit;bt and operations continued on a basis of secrecy where British l 1r.es were concerned . 

In tbe trade to the Orient there was more ca rgo offering th!ln eilip sp.:1ce was nvaUable to accommodste it, especially in tho Northwest •here trans-Pacific services have been cut 110ro dra.stically. Berth rfttes for most of bulk commodities such as lucbor , wheat, pulp, flour , and metals x·emninod below tbe cbllrter level, !lost business out of tbe t.orth1rost was bein& none on a charter basis. The situation wus a little oMler a t California ports , nl thougb space was not begging. IJuring tbe '''" ~ • eek or to scrap offerings bave been pUing up a ai berth quotations were advancod to about 12 for r ails and between ro-4 and $15 for higb ,;rHde metals . No scrap charters were reported closed, but it was believed tbut. a ey businese in this direction could oomround up to bet¥<een $13 end ~H f .1.o. General c&rgo J:!Ovea:ent waa only fair. A vesbal was tixe<i to lift a car~;o of coal at Cooo~ for Japan. Some increase in berth r ates wer e a nnounced by tho Conference linea in the trans-Pacific route. 
Intercoastal space condi tions wer e stul a:enacing and no ralisf W' a eppo.rent. Cargo offerings in both directions were more than the lines could handle. Ono lino was semilljJ ahips eastwaro in tbnclem fa•hlon in oroe r to accoiOI!IOdat.e as much carg:> ae possi ble. 
It is intcrcat1Jl8 to note that Japa n which i s retprded a.s a fi r st-r a te power and a coal producing countJY who claim to havP gone into China in order to secUl·e more br~ll th11l8 s;>ece for ber millione of population, i t now iaportin,; cool from the Oni ted St.a tea because she does not bave oufflcient man power to fully produce her mines . The froight rete on coal from Brl ti t b Columbia to Japan is $9. 2E per ton. 

lkv.:.A . 
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IWlQ ll. 1940 

Shipptne Situottop. 

While extreme contusion exists as to the 1'uture course 

of business, due to the end ot the war in •1n1 
.. and , the indices 

show that the movement ot export freight through the Port ot 

New York holds at a remarkably uniform level from week to week. 

There is a trend however toward luwer levels . 

For the month ot February the railroads lightered for 

export an average ot 739 cars per day. 

number was 668 cars. 
On Jfarch l4th the 

In February the nUJDber of cars on baiid to be delivered 

averaged 3723; on Karch 1st there were 3506 and on Karch l4th 3268. 

Export freight 1n railroad storage facilities on Karch l4th 

were 5126 cars, with about one third of the available space occupied. 

Railroad lighters on demurrage as of noon March l4th 

numbered 59. 

Grain on band 1n railroad cars, elevators and barges at 

New York is slightly over 2 , 000,000 bushels . There are large 

quantities 1n store at Buffalo, trom whence it is ordered out to 

ships as required, so as to take advantage of the nominal storage 

charges at Buffalo awaiting the establ ishment of special summer 

rate of 10¢ per 100 lbs . from Buffalo to New York which will be put 

1n to enable the railroads to compete with the barge canal. 

The export grain aarket is dormant, practically no business 

being done in any direction this week. The rate on grain from the 

River Plate to Antwerp dropped from $32.00 to $28.50 per ton. 

Several ._rican-tlag ships were fixed tor bulk grain tro• Australia 

to the Iorth Atlantic at $17.50 per ton. 
Regraded Uclassified



Karch lS, 1940. 

Net form and time charter r ates are pointing higher. 

The Black Diamond Line paid $8 .00 per deadweight ton per month 

for the Estonian steamer •KAR.ETW. North Atlantic to Havre 
net form was done at 36¢, with 38¢ paid from the Gulf to Havre. 

Another indication of shrinkage in current business 

is carloadings which, while runni1~ strongly ahead of the same 

302 

week last year, declined from the previous week. All the major 

cl assifications were off with the e.xception of a nomillal increase 

i n t he movement or ore . 

gl ass . 

England has banned the importation of fruits in cans and 

There are still large quantities of other types of canned 

goods offering, such as tomatoes, pork and beans , etc., but unless 

there is an intensification of war activities it is likely tbat 

all types of canned goods will be barred as the stocks in storage 

in Great Britain llllSt be very large. 

The Fre.nch Government has just about completed the movement 

of some 6ooo motor trucks and no information is available in the 

t r ade as to additional orders having been placed . 
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TO 

TREA SURY DEPARTMENT OJ 

INTER-oFFICE COMMUNICATION 

OATE Karch 111, l9ilo 
Secretar1 Morgenthau 

Mr. White 

Shipments to U.S.S.R. 

Following are details or the S.S. Texas whlch sailed 
March 15th tor Russia: 

Domestic exports: 
Industrial aaohinery 
Copper and produota 
Brase ingots, stripe and 

castings 
Electrical machinery and 

apparatus 
Tin plate 
Other terre- alloys 
Other me t als and alloy• 
Motor trucks (over 2t t one) 
Iron and steel pipe and 

ti tt1nge 
Stainless steel sheets 

$1, 718,636 
710,1!83 

701,448 

156,914 
85,498 
611,305 
62,903 
411,700 

Wheels of artificial abrasive• 
Pure nickel scrap 

47,732 
311,734 
26,661 
16,168 

CO: 

Nichrome resistance w1re 
All other commodities 

Total domestic export• 

Re-erporta : 
Standard T/N Shellac 
Liquor 
Motion picture t1lm 
Preserved mushrooms 

Total re- exports 

To tal cargo 

Mr. Gaston 
Mr. Baail Rarr1e 
Mr . Cochran 

11,061 
30.925 

21,252 
14,909 
5,426 

552 

42,139 

13.766,707 
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.. oreta17 llorpa\bau 

.r. WbUe 

lh1p .. nta to U.a.a.R. 

... 04 

laroh 18, 1911o 

rollowlnc .... datalll of the • . • . !aue whloh .. llld ' 
Waroh 15th for Raea1al 

Do .. at1o esporta: 
Induatr1al .. oh1Ml'J 
Copper an4 pi'Oduota 
lraaa lacota, etr1pe and 

O&ltll\11 
lleotrloal aaoh1ne1'7 and 

apparatua 
!ln plata 
Other ferro-allo71 
Other »etale and all071 
Motor truoke (o•er 2i toa1) 
Iron and s teel plpe and 

f1tt1DII 
ltalnleea eteel 1heet1 

tl. 718,6)6 
710,88) 

701,~ 

156.914 
85,498 
68,J05 
62,903 
.,, 700 

Wheel• of art1f1o1al abrael•e• 
Pure nlokel eorap 

47, 13? 
)S, 734 
26,661 
16,16& 

001 

11ohro .. rea1atanoe w1re 
All other ooaaod1tlea 

!otal 4o•at1o e:rporta 

Re-esporta: 
atan4ar4 !/II Shellao 
L1quor 
•ot1on p1oture flla 
Pre1erYed .uahroo .. 

!otal re-asporta 

fotal OIJ'IO 

.... katoa 

.... laatl Barr11 

.... OoohraD 

JP:lr1 
)/18/4o 

11,061 
JO, 925 

42,1)9 

t), 766,707 
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PARAPBllASI OF TELI:GRAM REOIIVED 

FROM: American Embaaey, Parie, France 

DATE : Karch 18, 194.0, 7 p . 11. 

NO,: 367 

FOR TREASURY PROK MATTHEllS, 

I had lunch today with H. HeJU7 Jahan, the managing 

director ct the Banque de Paris et dee Pays Bae. Jahan 

a number ct years ago vae tne director ct t he Mouvement 

General dee Fonda. 

Jahan told me that he understands the French authorities 

are act i vel y engaged at present i .n dratt1ng legislation 

to requisition French holdings ot toreign exchange -

reterences , telegrams ot February 9, No . 190, and ot 

February 27 , No. 262, t r om t he Embassy. In contidence 

he told me that his bank holds about $23,000,000 ot dollar 

exchange tor ol1ente, and he considers a 1ta1r estimate• 

ot total French private holdinge or dollar exchange t o 

be $1~0,000,000 - reterence, telegram ot February 27, 

No. 262, trom the Embassy . With regard to dollar eecur1tiee, 

he does not anticipate any early 11m1lar move - which 

contirms eimllar indications to me by Couve de Murville, 

reterence, telegram ot February 9, No. 190, trom the 

Embaeey. He remarked that quite a substantial uount ot 

French owned dollar aecuritiee is i n Switzer land, and 

I have heard American bankers in Pari• expreee aimllar 

vieva. Such eeour1tiea are held both by resident• in 
France 
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- 2 -

France and by French individuals who live in SWitzerland, 

either in their own namee or through Swiee or ether tcre1gn 

holding co~~paniea. He was 1n agreement With othere With 

whoa I have talked that tor the French authorities to 

get their hands on euch securities would be verr ditticult. 

END SECTIONS ONE AND TWO. 

MURPHY. 

EA:LW 
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PARAPHRASE, SECTIONS THREE TO NINE, INCLUSIVE 
NO. 357 OF MARCH 18, 1940, FROM PARIS ' 

He belieTee that a sizeable amount ot declared 

01 

French- owned American securities has already been disposed 

ot by means of 'arbitrage operations• - tor instance, 

an American stock i s sold and Canadian Pacific purchaeed 

in New York with the proceede ; subsequently the Canadian 

Pacific is sold a t a profit ot around 10 percent on the 

Paris market. 

Jahan also confirmed the def inite repor t e I had been 

giTen by Royall Tyler with regard to the recent practice 

ot banks i n Italy authorized to deal in foreign exchange 

which are purchasi ng dollar and other checks in foreign 

currencies at negotiated rates abaTe the official quotation 

tor the lira. Reference : telegram ot March 13, No . 335 

from the Embaesy. Also reference: telegram of March 

15, No. 348, from the Embassy - i .n which I reported that 

Pennach1o declined to admit that t his •authorized" praotios 

exists . 

The sterling and franc drop on the New York tree market 

did not seem to greatly disturb Jahan; he f elt that •political• 

,_ t bl tor the tall. There consi derations were part~ o ame 

will alwaye be eizeable nuctuat1ons on eucb a market, be 

fe els, beoa uee ot ite thinneae. 

Jahan expressed some criticism of the way the exchange 

control authori t iee haTS been handling t he franc account• 

ot 
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ot foreigner s - that is, nonrseidents. In January, during 

the fright ot German invasion of Belg1WI, he said that man:r 

Belgians who had substantial Frenoh trano holdings wanted 

to transfer them to accounts 1n France quickl7, but they 

were not permitted to do this, the French exchange control 

authorities stating that it wae because of their subsequent 

possible conversion into foreign exchange, even though 

the Belgian owners expressed will ingness to give undertakings 

that they would not be converted. Such a •rigid" point 

ot view, h.e believed, had been a mistake and it constituted 

a wasted opportunity to reduce the free market supply ot 

trance . 

This year there may be difficulties for French agr1-

culture, he believes, unleee the Arm7 would relea1s more 

agricultural labor than it has up to the present. He 

expreeeed skepticism as to how useful t he 200,000 colonial 

agricultural laborer s would be which were promised for 

work i n metropolitan France by the Labor Minister, reference, 

telegram of March 7, No. 301, trom the Embassy. However, 

be f1nde that progress is being made by industry though 

there 1e e till a lag 1n exports , of which one of the 

main reasons 1e thB lack of transportation. He hoped 

that the oonvsreatione between Mandel and MacDonald on 

colonial trade would produce real r esults . 
'f'here 
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There is etill prominent d1 eouesion or the question 

of hi.gher prot1 te tor industry and wages tor labor. In 

this morni.ng1 s AGEHCE ECONOMICUIE E'1' J'DlANCIERJ,PARIS, 

an article commenting on the encouraging sign when agreement 

can be reached by a De Wendel and a Spinasee - reference , 

telegram of March 13, No. 335 , trom the Embaesy, third 

paragraph - statea t hat in time or war they oust put nn 

end to fatal demagogy, that avery one employer or workman 

must work according to his ability and be paid what is 

due him, With the r esult t hat production and consumption 

wil l benefit t hereby, It continues that i t t he peace- time 

policy is continued, that i s, the s eeking to avoid criticism 

ot some t i soal measure affecting industrial (omission) 

by the Extreme Lett or ot certain advantages granted to 

labor by the Extreme Ri ght, certain disappoi ntment will 

come. It s tatea that more than ever today the communi ty1 e 

interest is in not breaking the incentive or the profit 

motive, end that the overtime work ot the employer, as 

that or the workman, should not be penali zed but should be 

encouraged. Th11 it says ie the pri oe ot victory tor 

the democracies over autarchy regimes. 

As time goes on, suoh criticism of the f i rm policy 

ot the Government 1n limiting bot h profits and wages will 

probabl7 increase _ see the remarkl or Ardant in telegram 

ot March 13, No. 335, trom the Embassy. The AGENCE ed1 tor 
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Bo~laOk, 1n the above 1nstanoe shows 1n stronger terme 

than hereto:rore expresaed h1s personal dislike or Reynaud 
and h1e pol1o1ee , 

END SECTIONS THREE TO NINE, INCLUSIVE. 

HURPHY. 
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REB 

5tcrEtQry of StatE , 

Wns hin!(ton. 

GR.\Y 

Paris 

Dated Mnroh 16, 1940 

Rtc 1d 7 p . m. 

357 , Mar ch 18 , 7 p . m. (SECTION TEN) 

ThE Cha..nhrr of Dt})Utits Friday EVEn1flG npproved the 

"uill sub::1ittrd ;,~ 3Eynnud cnllill6 fo-:- t!lr ntctssnr; 

c.uthor l zntions to contract n::ttionnl Jrfrnsc tx";'~ ncll turcs 

for thE sEcond quarter of 1940 (55 , 000 , 000, 000 francs) 

cn1 tl1E O?t:ning of thE nEcEssnr.r financial crr<lits (my 

tElt.;t•ans Nos . 335 , lic.rch 13 , 7 p . m. o.nd 3~6, 1:o. r cl1 14 , 

?p . m . ) . 

::cs t£rdc.y • s JOu:r::AL Or:'FICIEL publish : J a etc ret 

d tslsntd to Ef!'Ect stri cter cont rol o•1tr ~he nctivitits 

of '11-·~:Alt ~En in t~E ;>lc.c~rnt of nctional c.rrrnsr con­

t r actu , su~-contracts , or orders . Hrrcnr~cr ~Ess 

spEcifically :::uthor i z Ed to do so by thE !Sinis ter of Hationnl 

DEfEnse , commission :::scnts m::ty not intcrv~nc in such 

transactions .:md :my finn which has r ec eiv ed ::t nntional 

,l£ftnsc contr act or ordEr through t h e i ntErmEdio.r y of 

such en c.grnt i s r equirEd ~~tdic ttly to repor t tht 

natttr to thE U1n1strr of National DefEnsE . 

V.CRPHY 

tlPL 
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OK 

Stcrtt:~ry of St:~ tt 

l"iashington 

GRAY 

P:~ris 

D~ttd N~xch 18, 1940 

Rtc'd 7 :15 p,m, 

357, M:~rch 18, 7 p , m, {SECTION ELEVEN ) 

ThE sEcurities m~rkEt t~ay was less active ~nd in 

~ ~o~d of c~ution influ~nctd by the surprisE meeting of 

Hitler and Mussolini , Rcntcs and French b~k i ssues 

were dO\'ffi frac tion?.lly whereas gains and lose es wert 

mixed in French industrial issues , 

312 

French public opinion and Par l i ament in view of the 

"mor al defEat" cs i t 1S vitwtd hEr£ of tht Allies in 

Finl~d orE demanding as a preludE to ~ "-ore energet i c 

prosecut ion of thE w~r change$ within the gover~cnt. It 

is thereforE expected that Dolo.ditr will announcE such 

changes within thE next scvcrnl days , He is kEEping hie 

ovm counsEl closEly and whe ther hE envisages ~ small "vmr 

C'lbine t " , a govcrnccnt of "national union" with :1 bro:~d 

bast from Extreme Left to Extreme Ri ght on ~crcly "filling 

in thE v~c~ncHs" is not known . For thE titrE bting hiS 
howcvtr,sctm 

rcl:~t1ons with Rcyn:~ud,jb•ttcr (probably influenced by thE 

difficulty of find ing a successor) and todoy
1
s erop of 

rumors doEs not indic'ltE a changE of FinancE Mi nister . 

(END OF lo£SSAGE) 

NPL 

YURPIIY 
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HSM 

Stcrrto.ry of State , 

Wo.sh in g ton • 

681 , !.!arch 18 , 7 p . m. 

PlAIN 

Londm 

Dtl ted !.!arch 18, 1940 

Rtc 'd 2 :20p . m. 

FOR TREASURY FRO~! BUTT~Rr~RTH . 

lJ 

In announcing that thE J:ZOO million t=lrtt per cent 

war loan had b EEn over - subscri bed the Chancellor of t hE 

ExchEquE r madE thE folloWing declaration to thE HousE 

of Commons thi s afternoon : 

"ThE policy of thE Government is to a i m at stability 

of i nterest rates and to s ccurt t hat thE yield s offered 

on future loans, whatEvEr thEir type , shall af te r making 

due allowance for such f actors as thE p eriod of thE 

loans , bE i n agreEmEnt witn the levEl of interest rates 

established by thE terms of thE rccrnt two per cent 

conversion loan and of thE three per cEnt loan just i ssued. 

"In thesE cir cumstancES I wElcomE thE action takEn 

today by thE committEE of thE London stock exchangE in 

announci ng a revised lis t of mi n imum prices for govern­

ment s ccuri tits . 'Iht new minima bear a closEr rcla tion­

ship to exi sti!'lg prices than those fixtd on thE outbreak 

of the war and may bE taken as evidencE of thE desire 

on 

Regraded Uclassified



ham - 2- No. 68l, March 18, 7 p . m. , from London 

on th£ part of th£ authorities concrmrd to cooperate 

in the policy of maintaining interest ratEs at the 

present level . " 

From c i ty sources I understand that war loan 

applicants b elow LSO, OOO wcrt allottEd in full; above 

that figurr they rtcEiVEd 80 percent. ThE loan can be 

publ1cl;; c!illcd a "succtss", but givEn tilt probability 

that th £ gov trmnen t con trolled a gencies made applica­

tions to thE rtqu1si te amount , and t h r fact that i t 1s 

the first loan of thr war issued 6t months after war 

began the performance is not impressive . 

As implied 1n Simon ' s atatemmt the announcement 

of new minimum pricEs for British Governments £curities 

14 

was mad£ at th£ insti gation of the British monetary 

authorities and was not designed to meet any il:llllediete 

cor.tl.,grncy but to consolidatE the interest rate position 

thus far established by preparations to lia:it thE financial 

repercussions arising out of futurE l"ar devElopments . 

UnlikE the for mer , the new minimum prices arE actuerially 

computtd and can bt i llustrated by the 3! ptrcent per­

petual war loan v·hich is now fixed at 95 tx dividend as 

compared with tht pre vlous mi nimum rat£ of eat cum 

accrued 1ntrrrst . Incidentally war loan clos£d lest 

week at 99~ which , i f accrued interest be deducted, meant 

a ntt pric e of 97~. 

'!he 
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hsm - 3- tlo . 681, March 18, 7 p . m. , from London 

Th£ Br itish monetary authorities obviously t i mtd 

the minimum pri cE announcement with a view to givi ng 

psychologi cal a i d to thE market in thE pr es ent despondent 

circumstanc es , ThE c i ty ' s psychology s eems to have 

workEd otherwi se. ThE new war loan opened at a discount 

dUE not to the intrinsic merits or dEmErits of thE 

i ndividual issue but to tht gtnEral markEt feeling whi ch 

responded to the minimum price announcement by letting 

British Government securitiES drift towards thosE prices . 

KENNEDY 

CSB 
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TREASURY DEPARTMENT 

INTER OFFICE COMMU NICATION 

FROM Ill' • Folq 

Attached are (1) a copy of S. E. c.' a Investment Trust Bill and 

(2) a statement concerning the Bill prepared for SeD&tor Wagner (who rlll 

introduce and IIPODaor the Bill in the Scw.te.) b.r s. E, c. 

GcerallJr spee!dng, tile purpose or the bill ae&a to be to regu­

lt.te. inTeataent coepanies and inTestl:e.nt ad'riaera so as to insure that 

investor s will ban a llel!llS of obte1n1ng accurate infor=ation concerning 

thee and tbair activities , and to prevent the abuses indicated by the 

s. E. o. atudiea over the paet aenral years as being responsible for the 

$3,000, 000, 000 in losses sustained b,y holderB or investment tru~t aharea 

since the earl;v 1920' • • 

The oonati tuticmal. bases for the bill appeer to be the postal 

powers (co-p:J1ance rlth the Act b 1111de a oonditiOII of the use of the 

.....Ua) &Dd the intus tete cOIIDel"ce ponra. 

'l'bera are two tit.les in the bill. Title I relates to innst.ent 

cot~penj.ea, while Tit.le n covers innstllent advisers . The h1gb11ghb of 

each t1t.le follow• 

Title I of the bill requires e~ery investment COII!Jl8DY 
to register with 1he s. E. C. &Dd give certain inforsation re­
garding its officers, directors, depositors , underwriters , 
diatributors, etc. , &Dd ita innataent poliq; provides that 
no new ocmpeny can otter ita securities to the public UDleea 
it baa a net worth at at least $150, 000, &Dd that no ~ 
can wperviae assets worth 110re than $1.5(>,000, 000; IlSke& pro-
Tiaioa for ~tioo of ngiatretioo for eauae attar notice 
&Dd ~ b,y s. E. C.; places 1.1llitatiaaa upon the JdDd of 
etoolt -pen'•• -:r is- and tba wtiDc ric)>ta which MY be 
-tarred therebn ukea tbe exarcile of certain Uportent • 
-a-t flmctiODs subj ect to eppron.l by abareboldere; prohibit a 
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for a fiTe year period the pr01110ters of 011a inns~t co11paay 
fr0111 promoting and p!ll'ticipat:lllg :Ill another such COIIpBJiyJ pro­
hibits assignnent of distributiOD contraota; authorizes the 
S. E. C. to adopt rules governing pricing practices; prohibita 
co,.panies 1'roal trading on margin; restricts the borrorlng and 
loan r=a!dng powers of CCIIpi!.Jlies ; proTides for the .,um1nation 
of ccnf11cting :lllterests 011 the part of directors and unagers; 
prohibits •se1t~eellng• by directors and other llllllllgers; sub­
Jects inter-;:ompney tranaact!.one to cloee scrut~ by S . E. C.; 
lfolll<es r eorgenization plena llllbject to S. E. c. approval; author­
izes S .E. C. to preocribe end regulate accounting practices; 
restrict s pa;vment or diTidende; and prott~cts investors of emall 
merns by lilll1 ting e&les on instel.lment pl.en and preventing ex­
cessive penalties and forfeitures f or lapses or defaults in pay­
ments . 

Title II regulates people llilo furnish innet.ent advice 
to others for coapenaation. I t requires r egistr::tion with 
s . E. c.; the f'urniahing or infozwation relath e to their organiza-­
tion, f acilities, ~~ethods of operation, etc.; prohibits their 
engeging in transactions in 'lhich they ban a pe.roonnl. intereat; 
prohibits co:Dpensc.tion based on profits reelized by inveetor; and , 
prorldes for revocation or r egi s trntion in cases of violation 
of the Act, etc. 

The last four poges of the statement prepared for Senator \1agner 

cootain e JCOre c:o~~prehensive IIUliDUY of the bUl. 

f,J ,f h 
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~~ r<IR P . ll. :I!'IS?A?!P.S , '7AV?.sDA'!, lW'.C.~ 14, 1940. 1 

S.!'l. tor &bert. 7 . Vaper ot !k.v York ~ ('!hured..a7, MI\I'C.~ 14, 19.AO) tr.trctmced: 
1:l t -,. Sc:-.at.t coa:rprehenaho lf!liS-&laUon t o re£U,l-.te lr.'tott:.:.M eo~tea ~d tsnn ­
~nt .t't"hon. en4 t .. uod tl'..e f ollovl.n& ab.t-o:ent concor::.S.r.c lU pu-poto:a e."ld prorl­

sicr.s : 

11 1'\vott~nt tt\l.lta end l nvestoent co:p&"\ltt eo!"ltHtutt one or the lrtporte..--.t 
D:lCUI\ for the lr\Vtttcont of aaV1::JGI ot the Ar..crloM pu'Jllc t.n4 3.n taporbnt. !ector 
1~ our ~tlor~ ooono~ . At tho preaont t'~ · these ornanl a~tlona have totil asse ts 
or 1\pproxla ... toly $4 ,000 .000.000. In al\dltlon, t hey control or exordn e. slgniflcMt 
l:'l.fluonce ln a a:ro•~ v(U'hty of lndustrh.l enterprltu , public uHUt1et . !r.~rance 
co:lpan.lu , btnkt , o t.c ., vith r..r.cregato reaourcu of tpproxlt.lf'tel;; S30 ,000 .000 ,000. 

"D1rl~ the prat. ten ye~r• ther e hel:vo been e,p,roxlnatel1 4 ,500 .000 holiera of 
certtf l catu o r aharot of 1nvottnont t ruats a:".d l rwtttf.'ltnt cor.panlet located 1:1 eveey 
Stau. A.-.,erlerr. lnvut.ort he·1o S\;St21ned loatta exctt4.1na ~.000,000 ,000, o-:.t of a 
toal lnvettl.llnt in tuch conpWoa aurecattn;: abou.t $? .ooo .oco.oo. Du.rl:-.,; tl-.e 
pn1o4 betvun t l\t earl;.· 19~'..--vl-.en ~!le 1r.veet.•-,o:n. cor.."Pf'J''hl tirtt c.aie tl-.oir 
~?j)IIU'Ar.CO in \hh eountry-a.~4 tl'.;e pre•e..~t. approxiat~.tcl:· 1300 t.:reawe:.t ente:­
f!'iiU o! -.11 t1J)tl woro cre~te4. Zovever, o!'ll:r rbout 6S) tru.au e..'\4. eo::pa:dtt ere 
stlll 1:\ exit~tnct, t t-.o rond~er 4vl.:lt 4happeAN4 eH~.or t..'u·o~ c.ers;:r s . rcc.einr­
C.ip, d.iuolu.tlon or bo:.b:'uptey. In adt!tton, :JJDOroua corpr_r.J.u co.ntroUeJ. or 
l!'.nuer.ce4 ty 1t.T\. tttllnt co:::pr..ntos ve::t be:oJcru:pi o r t'lat1.lr.o4 wbetrl\U_.t lo;ses. 
A lute portlO:"I ot these lotact 11 d.iroct.l; t\ttrUNt!\'Jl.C tc th~aCI n::..~-e.t:JO:aa v!Uch 
refused to rtco¢:o t.'lc1r t14uc1r.q o~l1..:;rtio:ta to ti\olr C.·ro~~ldor• a..,d tcbor41-
r.r t':i 't.::..e h.ttNI\ ot t."lt 1r.vottor to U:eir 011r. poC\'~itr./ cJ••a."\tc.-a• 

•':~o 'roblO:w with t l)apoct to 1:-.":estoo=.t uuau n."\d 1r.\" ttne~t corrp :')101 ore 
st111 ncu.t o , tor new orct~:.utlo!'!;a of tth t:-po t"rO nUl 'tolr;G tornoJ ln l '".rt;e 
r:..l:.!'bOrt i\.'\d. ".TO rl".hiTIS wbatrntbl !\l.:'l.d. t . i'ro·~ tho n14dlo of 1933 up to the c~d o! 
1?39 , rpproxiM.f\ttly $2 ,4-00 ,000 ,000 o! securi t1ct o! l1Wutr:ont truth t'.!\4 coap .. ~lea 
hrvo boo:· r cc1Dton4 with t.ho Couoh.olo:t. .U thou.:;~ r.Dt t~ 1 ot thoee oocur1t1e ::. Mve 
bte:\ ditt.rl'butC"d. , •ppro)..lm{'tely ~400,000, 000 of l"''VUteent. COff!PO.n:l tocu.r1 t1u vore 
sol d d\•rt na 1!'36 6.nd 1937 alone , or f!PPl'OXint.tel:l or.('oolbth o! 1\ll nor.refun.Un.g 
eorporatt l iiUOI sold durin& t.hoae yc&rl · n.u:ln& t.~e l l't t. t ev :,re~:n . JRlet cacpaignt 
have been v1c;oroualy con4w:tod and. hl•te atnent truat otrt1ticet•• are 'belne !lold 
upoa the inttftll.aent pb.n to indiviOlalt :'.n tM loYeat oeonooie an4 lneoo~ strata of 
C~~,~,r pop-Jluion .. _ 1nd!Y1du.tU• vho &.re particularly suacept1bh to tovlout hir;b­
prett\l.N ullin(; C~tt'toda and v !':.o bvo been tu'bjoet to UI\CC',IClOh~le pen.•H .!ea and 

!or!f!lturtt in all-to o-:=aQ' tnt~aneos. 

!!C At:'IF.S Al~ zxc:.u!~V3. Cot::l!SICll 1:~-S~!o.t::to~ 

•:"!'K. a\1-l.lct an~ ~oftc1CDC:lec o! 1::\"0,t.neZit. !rutu .. ""~ CC'J~antn V'-tc:: C!Cet.sto::.ed 
W te lou. 1 to Uw A.oor1e an pubUe I"!"C r.ot &eftd.c.- te. aA! r.ot a rol7 •tt=-i~~t~le to 
t!-,e. tic.tr.c:hl an<! ocofl.o:llc st.."":~tc a vlrlct. p1"(.7dlet duirot! t~ 1'l20

1
•· !:~ o! t:.e 

::.:~st naQ~t. abu.CI a."t.d CJ'OII~Gt ·Tiolr tions of ft~i&l''" t\\' t!" to 1eTcat~r• YErC 
peQOtratod dul-l~ thO YCr'" Une t hat tho ScC\lritlu a.n4 !xchane• Co,:ahdon vat 
c:ondnettnc 1~1 cogp~ho.nai:,.o 1 tu4' of i!"lvcateont tNI!t an.-' irNottoOnt eo::pr.nica 
S'W'w.&nt to Section~ of t':lc n_,bUe U-:.111t1 ifol41n.t C~~· Act of 19:l.S. 
eofiC.1uaholy 4.e::ontt ratf.ll t~t unl~n thoao or~t.nhttlo!\1 .. r o au~Joct to 
arA rogul~t1on . ~ho i ntor- si 0( oany o! ~oat 2,000 ,000 4~or1CAn tnwct tort ln 

1r.o titui1ont wUl bo aublt.!J\tielly t !:u'or tencc!. 

Gttm?.A!. FI-'!U'OSES or T'I.E LtvlSL.ITlON 

"~hit bUl provi des for tho r o£1atra t1on tm4 rctu}o.t lon of lnvostuont t.~!l!& 1~4 
1:~vtat;~ont coapc.nl u M d f o r t.ho rc~1atr~t1on of tnvost-or.t eowuolora o."t.d o the i 
vut:-.oro.t ri!vitor )' 1orv1coa. 'rhe ur.darlyin& purpoao of tho lo~h1nt1on h. :lO nerc ~ 
t o !nt ure to tnvott.ore a tull ar.4 fair d.hclo•ur• of t ho r.:t-ure a."t.4 "'.C~1.-l~i~~ o f t'W 

1To"7cltne!'\t trusts ar.4 tnveat.:»nt coo~te• 1:'1 vhlc'h tho.7 flf'O i.nte:u~! :u- Clch h&\·• 
ell.::~ ...... ~• eM prevent t~.o" 4etic1e::c1u a::d abc:"' tr. t}l.•t orp.:;i: ·~o-.a · 
co::al"'n.cd tO t~ t~~O'Ia l OU£• 1"'.!-lt.•t:-.eA l:7 U•.oir a C\:lt:; t:.~ \4e;.l• 

J!.-;I:S-:;c::: ::r::,.S 7:JJ L.U.Gll.Y tr .. ~.r...A.":!O 

••:w• etceat \rua~a e,t:d 1 .. -weat::es!. co=pe:".!t:l. llb 'bP.:'.ks , l"'.lra.~e CCl"'pe.~!u a.."!-i 
- - · - l ' 11 14 1\:::.!. o ' rJ"..e "!1\:!:lle 

tl:.U"'r ft~.a.-""teb.l 1nat1tutlo:.s. repren::.! lar,. poo I~. q'J. ... ·~ • ~~ 
e·t~ted to l"".cUrldu&h to .. c.!'lot'~-..:Mr.t ar.:! lr.vutt:Ar.t. Tet. u:Uib t .•• u o~:Lr 

... • • _ ... 1 ---•e •U!•o .... ·b t.heir 
f1l".a.-.clU h1 tl\\.\.ttoz:t. 1:rreat.=en.t truatl .,.'"».i ~·1e1t'W~t c.,c.-.~ •· • ,_. .. _ .. 
!teld ot ect-tYhy t.a ur:J.lDttod.. have tu'=' au't:Ject to vlrt-u.tll;> ~.e. rt~ettlo- a:;..,. 
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--r'fltton b)' an.v covernaenhl aJoency , 7e•·ral 0 S\ • 
.,..., u o.oe r '''• .~11 abtene• ot r•~"-ll-
1 •• 11!' o! tho tu.Dbcontal CflUttl o! the o.~·-oa ~I .. t.. IC>"".a.a ....., 

. .._ . ,.. cr. t'..avt ')een al'-'Ocet~r t.co 
!rtqUO:lt. 

~b r'I'-V hut.Mect. t.bo poeuni-.zy tr.t.orcn ot t~ !)f"'OY"ton, !Uttrlbutors ~4 
Ct':t:,.:an hrvo doc.lnt"\.04 "t1!'1Q't. tViJr7 pht>.ae or Uo.o or~.,h11.t.lo: ·r.4 operdton o! 
i!i'7e&t:.'AIInt. cocpe.Dlta to the detr lcent of lnvutora. C~t~1'lh~ uructu.ru, tCte:b •re 
o ften cont'udnc an4 1nconprehe!lllble to lnvutara , b.a•to 'Delft CHt\tt4 v lth t~ 
ul,trlor r..otht ot •oat.lnc ln tbe co::.tr olli r.& Gf""P' cor;phtt control ot t~t J:Ublic 
ttoe~'loU:ert 1 t'Unda tu\4 a d.hp:"oporUol!.Ate •Mro of tho c:or.t~•n1u1 prof1t.t. The 
c•~ttftllz~tton uf tnvot toont conponl e s YB& tc rany lntt~c~• dctt~leed tolol7 by 
;h.o !'J\OU."'t of tee\arl tSot tho pub lic woul~ atlaorb. A.s a conaoquence . untoun4 capital 
ttruotunt h&v4 b\)on c roated--atruot-ures wh ich fonorod. N'.d. porpotu='tod shrr, eon· 
t'l 1ct.s of lntcrottl bot.voE.a tho hol<ters of aonior tOC\'rhlct ~nd Junlor t ocurt.Ucs. 
':';oto eo:U'Ucu havo orton bcon retclvcd to tho c!ot.r1nont ot t.ho p.t'bltc t t!)lor 
&c~rttr hol(ton and t.o t.ho e.dv::.nttt<..--o of tho cor .:.on uock h'ld by tndder• . ~'0 
r.oldere or ~ior cacuritiot h:lvo rt~~a1ncd control o! the. !'unott, e.lt.hou.Jl in f' uor.co. 
tt.c tuota 'bolon,:od \.o sor ... tor soc\U'1t:t hol4cra: •n.t havo ~re.neterro4, tor sub:stenUa.. 
pr.:rr..c:1u for t.hotr t \.oeka vlt!lout ~•set -&lue. c.or.trol of t htto !\ln1t v1tlur.1t. the 
consc:.t. or A\oWle~~ or ~nlor 1ceurlty hol!ort. :fL'V tentor t OC'.lridct h!>d, :o 
;trOteethc. to•ture, o r 1!\114equAtc !estur .. e which qro c1J"C'tmonu4 ac4 oallt..tcd by 
the cor.troll ln,c Conb011 uoc':bolders: ar.4 the. p~.bllc tnTutort WCiro pover leu t.o 
;.rovtnt \'.:l.fdr an4 tc,jurtou.a pn.c:;.leca. i bo&e co..-pci et vtth seDior tecu:"U:u ha-ft 
bee· lc .:tto ... .co • .. , ::1!1 rccw:lt~2r"Ci~ ~cn::u r.ot .-@J•ct t o t\u"th-cr a:.c;i= 
c.-1i~-for tr~Al~ ... i:l.~cocnon a \ocks tor t.!>..e 'be&e!lt o! t!'A 1e.t14e Co:IIO~ t\cc~lde·:rr 
t'~v•r'l."f'.nte-4 e,oculath'e f!IC.U~lt.lts ~·:e rer.:J.w!. 

'In at'4Hloc t'1te.e ce-,h~~ str.:cturcs vhb ao:o. ti'J!I. OM eh.JI of aeeu:-!.t-7 
l:a1:e •.:centu.te4 i1w' proble• of pev;oe.nt or d.1rl~c.Q in 1nv .. tact c.ocpAnl•~: f~r 

~ • c.\ th P~,_n• or 4h'14ends a..'1g. ot. e r 
the contt"OlUr.c co-=on atocll:hol der .• ~""8 c.uu • 1~ of the u nto:- a.eC\l.rHy 
d1atr1buttont on thtlr co=on stoe.: to tt..e pecu.nl~ en ltoekhol4ort ln per1oG.t 
l'.oldna. Cet.pit.cl ,_.tnt he.';e 'been drainfld of f by \. ·• c~~» e\IJ'H t u ~~ 1ns4elt'1At• 
of r l a1n& pr1coa , Dn4 d1v14cnda pai d , al thOUGh t~e son or 11 

llttct covorAu,.., 
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ttl au:C.e t tn ae-c:urlUet un4ervr1tten by such ~ 1 
1:.a.ntb1 blockl o! tt.oek:• tn tndu.strl.al .:o~ea~ ::1 cr~p-. : "-nd to vuchne au'b­
c~lu tn or-ter to exp&D4 u-..e ha:ll::i~ &D4 brob r =1•· 'bvJil an!!. h.ruruoce 
rses:.ctal t-aplrtt of theM 1ns141u. rap r"-411 aft! bull!! up tl:e 

.,o euc-en.t. aM lnt.ntlty el.l of those opport • 1 1 
pr<~!ltt at tt-.. axptnt a of )N.bltc atod::holde:rs tns'fde t •: tor C-ontrol IM;1 ~:-soW 
p,TaaJclir• or in'fllt::llnt C-O.czp&nle• lr.to eoeplieated e: &'fl ott•n !Oatc,re4 Ol'Coas!q 
see-J-rttlu and othlr proport7 were lhUte4 by tht doa.t:!:rt.\l •7ttaat. 1\:.n.!ia. 
b ... tu·Ar.t C-O..."'tprMllt 1c the ayote!:l ar.d tbetr controlled. 1~~·~:: &&~ftC the •ariO".la 
prUea, 1r. ord.or to promote their ovn porsor..al C'\1.'\l • t r and other e:1tcr­
lro'!.d1DC valuot and. tlcUttoua pr()!1ts for tho pc 10 ~ lnteruu. to create ah­
e-'\d t~ ecMrNhe &ad porpotua.te their control~ l'la:v dloe~h-tn,s tt~khol.4.ora, 

r I 
' 

• •• 1 1 1 • ~--. na.MCOI , tr.~~~;~ p:·r&:l!14.1r.-=-
o nvea rn ;• cocpan •• nvo ved • CO=l)lcte renur.ch.Uon of tlW 11 1 " ._, 
holdora htd. 'boon lo4 to 'bel1ovo tholr coa~nlOI ~ouid pur-··· J>O 

0 0~ tho~. etock--
1 ••n it blv all c • • t\o.- •-· ~tiO:'I." 001~1! have b 
:te".. o <# o tl o .... (lf.lOng •w- vurtous wremldtd ccnpMlo• And h 

r.ae.c!louly bcon dnp.Ucatod. ' o.xpontu avo 

•'lholct~CLlo tra.tttch.int in , ar.d br:rtcrtns of contn>l of tho ~:1ent: o! 
1nvtttaont COQJ)l'J\ict "ithout the knoYlec!Go or C0:1tent or tht ii'IVGit.Or h~.a dao been 
,. !r:,~quent. a~ 1n the hlttoey of invcetoent conpo."llot. StoclOoldorc h~vc a\!.!lored 
l!.rDS lo11ot o.1 a 1'01\\l. t of unditclor.ed. 0"1orn1.tl\~ trr-.no!on o! control or ~ir 
f'.mda to n..::v tntoroeu vho liaJ~Vo either been 1:-.co~""J»ttnt or d.htor~eet. U~c.r c:dsti_nc 
c~~ittont. lnvottora a.ro poworlou: t o protect U'.e::athn e,p.bat the eo:tSeqo!e.DCn 
of such t hlfta in control. 

~ ..... -. .. nu hav-. alto un4 their eoetrol t4 the a!)Jllte~le eorpora\4! ~~ 
natutoQ a.c:hln.e17 \0 eubjtct. 1 tockb) ~ra to lm.q d t@le NtJdJuatM.:lta of t.U 
rt~u. prh·U.epe, p,..feror.cea a.-:d valt;ea of thoh •eeurttt", b7 Ju.ilclal reorp.:r. 
tsetlorA, t'ICa9l~~11~~ton pl~a • .er~ra, eo~oltd&~tont , t1ttolut1oo. &C4 tales o! 

the eol"ppr att """"' to o ther cocp.e.::dea. I.xhttac reoo41oa for tht protaetton o! 
ttocidt.olUrs atatnlt. ltl.Oq\Utable plena of rc34JuttMr.t are 11\1'\dequAte , c\t»be.rs~ and 
1.=,raettcel . 'rht tint.neW r oJaourcu of ULe t\'t'O!"fOII atockl".ol41r uo utu.Oll7 l~­
flclont to ID .. t the 'tN.r4en or cocpllce.tod o::.d l0:\1-drw:-.-out. Ju:Hclal u.~ ot.t:.er 
proecedt r.&a vhlch 0..'\Y bo t.IOCII&ar:: to oppoc.e wccosotully un!a.lr •~;.mant-pupued 
phna. 

•Aitot.hcr tundcmontc~ c.Ouao h. .. 1 'been thl't ~ pro1110t.ors t\n4 mrnv.crs of bwost­
mll'lt; compnn.tot hn.vo A t;:roAtor 1ntorut 1n tho profho wt-.loh t.!:.)' ca., rt elho fl"'~D 
t~o :S.1tt.r1button of tr.voat::.ont. eocpf'.ny :;cc\U'h1c• tl\n.n in COIDJ)OntMlo~ tor t!:e 
rvov c.d. f\U\Ct1o:t of turnhhlt\0 export. diaiMorottccl invntl:.on\ ooM1ee to t:neatora. 
Aa n contoq\lonco . ce.~.ocomon.t W.."Y 'b.:: eubor41M.ttd. to 4htrit"1Uon. U::.ao\1:\-4 1nvett.mol'!t 
truau and. Colll'f*Z\lot r:.o:y 'be ort;e-"\be-d in tt:l effort to erer.tt ucurttto• or .:40r~-
4ito v1th ttolc.\1 ~nl: a.n4 the investconta of U"A coap,.nt,.a 'Mi:/ be Cf.4e, not on 
buh of their tou.n4ceu, but on the. buts of tJ-.atr errtc'- o n taln of t.he ca~tes• 
the.ru. SalUr.c chare•• are often !Ued t.e yield. a u.at..lll ot feaa to 4htr1boton 
ar.1 f:re~ntl)' 1aclu4e aaey •!\J.4c!en• feea eXtC-te4 frOD t~ purcl'.a•lnc pu.')Ue. 7ht 
prottu to be 4er1vt4 tn tho aoreha:1d.hiDC or tn··utact co~ aecu.rttles Gsa •bo 
t'TOCpt ed t..'\c rapid ton:.aUon or bve5t&eft\ tn:..tU aftd eocpulu b7 tb.t hAC .-pom~:~rn 
lc c.r.!.cr to • avhch• lmeatort frG: old eoq:L'\t;toa lnto r.cv cocpen1u, each lri~eh 
tetcc: aeccep6A1o4 b:r •xacUon of a r.cv aellt-=c "lo•4' '!:oo t bt tocurlt7 holMrs. 

•tn tho cue of those l:tvest:::ent truatl aM c:c>:~per.let ""lcb cont.lr.ucusly tell 
t!tatr •har.oa t.o t.he pu.bUc , ;tt'BCt.lco& M.ve of~tn to ·n '=au.nten.w.ca4 wblch ht.'='t l"e­

l\'lto4 tn tUbttaAt.l&l 4..1l:utlon of t."w:: lr.nttora' cq'Jlt.:r ln tl'" .. t\ln4_, S-..ch dUution• 
ha\•o t6kcn 'f)}8CI AI rGcentl.)' aa lett AUt."U."!'n• Th(l anall tmutor, pur<:haalnt; tr.vnt­
~nt trust. lh.tu-oa or contracts on tho int:tftll=e~t ~nt pto.n. ~•• ott.on belen 
t 11bjocto4 to oxcot~lvo tcU•• load-a o.-'ld onorou• ;>oMltlot .r-4 !ort•lt\lros. 

"lo!)los:.ont.tnc tho porpo tuo.tton of aU thoso obuut h tho ~ot:~ent1 • d.oalr.aH o· 
or ~he n.coounttna pr&CUcos and t.t~ teopc ttn4 content or tho rtnanctal roporto tran•­
rd tto4 to tl\1 ttoclc.hold.ort. The o.bGO:".C8 or U."\ltOrlll 1'\.C-CO\lntlftC prtnc1plot ht\8 
! e.e111t.ato4 t ho t.ro.nam1t~ton to at-ockholdert or anrNN reportl Vhtch arc o!ton 

ahl.lo ruUnc en4 tneocplet.a. 

•:'hta h not a cocpleto cttalQf:Uo! 1! t....._ de!tchnetu e.t\4 o.Waet Vhlc:!: !'o~\"c , 
O'thte~ 1!'1. t.l• i:).•fottoent Co;:peA)' ll:ltultf'Y• 0! COU-1"18, t ._AIO a'tnJa'.:ll 4o ::10! exlS .. 
l :"l •qual der.rco tn ell clf!tMt of bo,+uta::-4\ ce.Aln o r lc co:.ptAtu vlt!.in ee.ch 
el·aattlettton. SODS ab\ll•t r.ro pecW_l.tt.r to certl'l-112 type-a or eocp~-.,toa on~. ln 
a-!clhton. tOM ~r.u t..n.·:. tcJcon steps to er•4iec.te toa or U10 4c!recu e-:>4 
e&lprartlcea t>'Nvdltr.c tn t.M: t54uatey. E¢vo·ver, cor..,t terl!\1 U·.o lr.'reat::.e~t eo::p~ 
l~tl'Y ,., • vl'.olt. tur.4ac.entel &t!tctcr..c!.u f\:l4 a't\1.•~• nt-w.llT or ?Qtcnt1 ... ll7 
.xi at lc rll clrtMI or ln.-.. t::le~t co~~tu, an<! i:'l t"ll ,.btcr.ca of h~sl&the 
rosula.tton. vUl co:u.tml.CI or r,;.c:ur. :be pr0bha or tl".o prot oct lon of t!'.a 1:rrcat.or 
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a.:d. the aa.tlocal tcor.oey h to~ •!tP.l to pu--1 ~ or hapha.J .. r4 Yoluntary aolut1caa. 

•tr.vut:lltn\ u •utU ar.ct 1nve&toer.t eo:pa:.ht l'.ave ~.:.rnhM4 Wt c:o::i*:tt1•tl7 
UHh c~">phtl to lcduatry. ?or t:le eon part, t~t• orp:llnttoca h,a.,. tr.vened 
~elr f\l.t:.!l tc tocurlttea V\1cb have hen cu.Ub..Mtac !or 1001 tlr..t. 0:. "~ ot!:!!r 
W.! tnnttunt truatt pd lmett::es:.t eo~t ev.rl4 b-• ca:»'bl.e or ,_rfor.:.tcg 
!J:;IOtU•nt !UDc\lona ln t.~ J:~At1or.a.l ecor.ct:i;J' ~! of boeoe.l~ orA of t~ tr;xu·t.ot. 
!nstU."'.ltloD.t lc tbh country for t~ tnve at.oent of ' ""'hp. alone vtth l:p.nD ~! 
! r...I"Jr&:ICt c Oiql&l\111 · At media for t::'t'estment ln totcu.rhtu, J)N"tiC"'J.lnl.,- equity 
ncl!rU.iea, h~•cetMnt. co:pe;nlea ;;ay be f.l>lt \,.o offer =or. 4.htnlt1c~t.1on e.nd ~oro 
o: OQ90t•M ::tnot e.oont. than tho orU!lal7 truilTlttual b.lcaolf cu , rovtdo , tf w 
Df'Jor pruent i6mptat!ont to eanaao::.eut, tm.rO:ttralno4 b)' offoot.ho coapubory 
t t.lttld&r41 of toJ.r conduct, e.re r-c!loved.. Cerh,in t:rpct of lnvtttoont cogp.'l.nloa could 
'be puticuhrly usot\11 to tho n,tional ~cooollf in wppl:rlnc the neo41 of ncv in~ .... 
rhl ontc rprhu , throuch e quity financtr.g and lO·M1 1 theroby ~tnc A'ftd l ablc to 

~hen onte rprhot tourcos of capitol tund.l vh1ch vould othorwlto 'bo bo~·ot'.d. t."''otr 
rene' . J'1n;lly , 1nvost.aent· cocpe.niea, if rM.o int.o r ol\1. roproeonta.tlvtt of tho 

rt1c1J)('t1"' 1n'lostora and not or othor 1ntcr oah , could 'boco:ne noro etfcctivo 
~.dvocr.toa ot tho sror.t< body ot 1nvcatora in our 1n4:uatr1"l ayttoa th,.n the nov 
t r.Mt.1cul: to sc.nll otockbold.er. 

U."V!:STtm-,"'1' CO!..,.'StL J.!lD AO"IISO?.S 
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I":~~~JH~~~~;t~~~~~t;,~~~-f~~~if71. :te ~ttl preT1~ca !o~ a I ~ a(rv!~~ •t o!!Setra , dirc~to~ 
o~dt.o· 1 , p.:-i:w::1p.-oJ. 'u:.hl"t':'!te.- c.r.~ ('!Ltrlbu!..,ra o! W 

or sn..,u~=ont. · ru,u ani! e,::p-.z:.LJa. ?-... "1.,\rl~~on err. be l!.~r.1 ~or !'~voke~ 
a h..nrio '" •n4 onl•• U"'!OC tM t,.-:-o··..:.d oi con··tctlc;r. o! a •rlr .... : n 1r.Ju,net1o~ 

:cr:rt. in cor.nectloo. ttl·~ a· nc-•rit;- t~·!)."tS \.::t1ot. ; 111 ... loh.tion ot Ul."' of ~e- pro-
of t.l".la bill; or :.a ltl"o,r oa:nt.:.t ior. of azterl,.l !,..cu 1n tl':t rc&htratlon 

., ••• ,, " ' . (S•otton 9) . 

2;j~~~'R~~7;~~~~;i~;ft't~~~;i;~~~;!~i{;~; Provtti..,n h ~B"• t.o ' tt.Ncturot : t.o ~t.pport.lon votln& 
equ1ttlbly aaons tocwr Hy hol<.'er s of o:datt nc companlu: onl\ to pro'tent; ur.-
tnuuo~ or atockhol.tcrs' tntor est b ! he co:;pe.n:r. ':'ho 'btU vr~~:uu htre~ tor 
l ... vott oont coQpar.l ct ce.y tuue onl:; cocr:on s tock: ht··tnc tct\!.t.l voUnc :-l&hts 
t' ·cr• OU.tattr.41n,c •lvrc o! the C')::p,t.ny1 I ttoc1c: v-4 tl".t.\ U• .. Co~hs1.on shal l 

a':"'1)11e,tton of socurH,. hddcr~ and :c.v on 1 tl O-v:l c.f)tton , 8!ter tvo )'till' a ! r on 
· ~fcctivo 4ato or tho' btU . t~!:c s :.r?• •o cf!eet ar. cqoJ1t~blo ro41str1b\!ticn ~ 

rt;tta e.·H\ pt-1vUo.;c• c:on.c tu.. a~C'Ilrlt;- MlU:-a . ~o co=on lt'lf' prce.::.p\lve 
~~ atoeH\.,l 1e:ra t o pu:ocl;.rn adt!lt!o.:-_...1 -.'.ere• hl\104 ~)" tl-Air co.;:pt".r.lu h 

='~" . Uoetto~ 18) : ~ ulc o! vcUr.& t:'U-St ccrtU'teatoa h c~•o ~f.)ff\.ll : 
r•" • ~..! N~a\1":-:a ~be tcr:::cl:lt(.d v!t!i rca..._,et too t~~ solicit ~to:: ;.! 

,.r"!-;..1 ~•· U40ct.lo:-r. 20) 71-:o ~ill t!Ma :.ot co;r.:e.i::. •:-:; p:-o-vhto:-. r q-•1r1r.c; t!"o 
.ll.a!~ ~!a!l !roc eaplt.J. atr.:.c:\urc Gf •~::.10::' socu:it!c: <"U~ct•.:U:-.c a t ~ _s:-ec;::=.t 
:t=o. 
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\"'.:.t.:e nu'bl1cl-)' ottered aecurlti'"a of l!!Ve-su-.e~t. c<r')Mlet w.at N repabred 
th4 s~eurhltt Act or 1'133, provision h .. ~ .. to eli:"!:'lAtt 4\lplleat.lo:'l b U;c 

!Ued. u.").ic r t~t Act end t:1e :u-~ec=t. bll1• (Soctloo 24) ~ Cocohl1e-n 
t.t~·•c:t.tl!. to A4opt rubt "n.t re;;clatlors to prot:c~ tr..,.atora ~Unat l!.ll~Uo:: 
~bl.r tq".:.tt;J ccw. .. 4 b7 ..,rlc1n.c r.bu.se.:. !~ tl'>.e <!ittr1Wt1.or. u.i re4e:ptton of the 

'':"::~·::~:·:•cu.rltlta. (See ttona 22 , 23) ':'o prevent cronl.7 e:c«ttlTt t-•lta l oads 
o~ of ope~ond cce'!)(Ull e& Uld ot UT.it tnve.ttoent tru.att, the Coo:'dadoe, 

c h411.rln,s a.n4 &J'tor r.t• 1n& 'lo!ei&tt to varlcr.v l "-Ctor a pzoctcrlbt4 !c the billj 
·~..,.red t () or4or tho ccuatlon or wiiticatlon o! cuch cl'.-rcos . (Soctloc. 22 

1o prevent dltcr1D1natory rev~xchases of the ir own ttcurl tlet b~ lnv•ttment 
whou eccurHy holders do not have the rl&ht to rtquirt rtdt=Ption, the 

ll.Uthorhu tho Comlllhlion to prowleato ruloa , ~culat1ont t~nd or~era t o proven' 
4hcr1m1Mtlon. (Sootion 23) 
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sr~~~;i';~~~~ lft'A CtJ:nlaalon h a:.lt.~rtqd to p,..&cr1bot uc1tor= •CCO\U'!;tiq: 
~ &Dl! tbe acope et S".lCh ~:.Ha: to requ.lrt lnnst:Mct c~ea 

h M4 to tranu.l t to lts &-e~..u-it;; holtere .. -:.r.u.Al or other l)Or!od.te 
reporu: and to e~1ne the boob '>! b\ .. at.::k!lt eaa,.nt.a. :c.t.eo~Dt 

.ccountanu tor ltlntta.er~t cospac!e& o:.st " electo4 '!:!)' tt-.. ttoeiholt\ers. 
~al tcc~tlne officers including controllGra of tueb coapanlos, ~o o~rttelpe~ 

the ~r•paratton or !inane tal ah~t-c~nt& ru.a. vtth the COIII!IltllOD. eutt. be elacte( 
the noclthold.ort or appo!ct.ed by t..'tc cUreetoro. (Stc~hnt 30. 31. 32) 

1:'2:9~-~--~ln•Jti\.:IOnt COift)ra1l-1ec are prohibHed !r.ao ·.f\vlf\C dlvl4eD4t t\erh'<!!d !'roo 
tha.n tholr not tncoce froo lntorcat ar..4 ·1lv14endt ("or4tMJ")"• 1r.c~) , 

lt:~:~,·~XJ'~,::!~,.:•~:uthorhod to do ao ~· their c:'UIJ'tcn or "o~ vote of their •~curtty co=pt~nht wlt~ goro than ono ohaa o! ltcur1t1ot O'.lta t f'n41r4 
4lv1d.enda , unleu the aee-Jritleo unlor to the tocurlty on which t.ho 

h t.o 'bo paid a ro prote:et.ct:S b:,• • proscr1bo4 utat oovor.,. . (S· ction 19) 

~~jfii;;.~~~~~~~~~~~~~~[!~~~"i~[!; 7o preTe~t the ftorphan-~ provU.et t.:wt onl7 bAr .. ks 
fM3 -.ct a s trusteea: r.q.1!rea \he truat. ln.J.er.tu"ro to cor.taic. 

e.na.'bltr.c the u•vatee to t:e ~'.nera~c4 out of U·.e tnllt tu.n!•: aa.~ pro­
tru.etoe or 4epoattor fro= retl¢:.C: cxce,t. \•Wr prescrit4d. cotl.~itlor.s . 

~czllu•lo,o h ecpoveret . v»c ~ sue!! tr'U'It ~.u lc feet becO!Ie ac. •orp~•. to 
proccecUcca tn an •"""'l"opriato Yoteral ':uatct. C0u..rt. !or ~· d.htr\Wt1o:'l of 

UMt.s to tu aec-olrtty h.oltere. ($ec ti~.a ~. Z7) 

:.•.~-;.r qcr;·hlo~t: S<nltcentl o f ctdet ~r.s~ t~'f'Ut=ot::.t coe:rpanlca 6:\4 C.dr 
,r!t ccr a~ 4..11"\.Ctf.l:-a t or trc:rc!x.~ o! o!fielt".l 4ut.l'• •.:.t tottlo.=tn!a of :t~•• .-.:.its 
':"" • eurit7 hol4crt wst ~0 t".-,pron~ 'b-J r.;. eourt. :'te :uclutor. h ~OW"o:-<~ u S".;.~ 
clt •!Thor" rtpOrtt t~ \he! couru Yit::. r-eflrc.-..c.c t~ t~h .. uloue:~.u. ' S t..e\!C:'l 33) 

Ill 
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~ rel".a.ll\in,; ttotlc u ot t he t1 tle foUGw the t:o.htrn clNtA)t utablhbo4 tn 
:.::.,.. • .LeU n?W be1nc e.4:)1nlttere4 by tbe CCQ':lulon. Tbtn .. ct.i .. ·!\1 relate to 

0,_.: t.bt ,.:\enl powera ot the Cou:;J.tc.lon v hh rttpect. h tbt h;uanc:
1 

of 
reCiJ.latlona: t.bt ad:cWttrr.Uo:. t.!!-4 •~oret.,.l\t or the ZUlt: tbt r tpt 

re•tt• ot or4ert of the C«mts11:\: Uablllt :r fo r ohlt.r.4..1:-.c stat-.::~.ts: 
p~:l.&liltt for •1 laUon of \!» .,rOTido-nt of t~ fl\lt. 

ln.ta~~t ~taera 

-~~!fc~~;;s~~~r.i~~~~~;_,,1;!;1t;;l~:·:.,!ll of tM 'btU Uah vu~ 1:rrtttarnt 
;f t~cl in t~ 'butir.o .. of tu.mS..b-

t. et'ndct.rMl'lt\ lnveatne~t wtth rot-ptct t.o tM pa.rcht.ac or tale of 
1CIII • ~e~lritt, attorn.o:ra . aecottntanh. cro~tl!.tert , etc •• wb"~ t;tn t:rr11tocnt • 

4.1 or. 1nc14ont of t~tr pri.oar.t t-.ct.t v tttea, r.ro txelu~ct. fron the pro•hto· 
('l'ttlo 1, I 45 (16) . ) InveatooM a:'.vhor t aro ~Cllo'iro4 t.o roghtor 

Soourltltt Md ZXch~ Ooz:sohdon Md. to dhc.loto pertt.,ont 1nlonat1on N 
orpnhatl'l:'\, n.At:uro ant' chur.ctcr of tholr paraon'Utl an~ aot b·uit of opora--

1'ho Cooo1111on 1a e.npovet"C4, t.ftor A heM1r..a, to 4oey o r revokt 
rechtrat.ton of N'l;)' lnvettoect ad.Yiser, on crounda 14ent1oal. ..,1tb thoat prov14e4 
the 4en1al or rovoea.t1oft of rec.llt.ration of oft1een. 41ACt(lrt , t te. of lnvu~ 
coepanita. ( StoUon 204) 

~·~~~T.f-jil~~~~~ ~iiTcf;~~~~~~~~he=~'b;tll proritl.ta th.at it shall be 
~ ~~ 4tT1Ctl iD e4a1aJtt•rlng the 

ellenu , or to ~ 1.D aey trentf1Ct1oa vbJc.h vou14 ope.rat.t u fr8D4 OD tho 
An 1nvoet»e:at a4rtser actS.nc •• ~r1nc1,.t 1D telli.tle urr 

to a cltt.n\ h roqu1~4 t.o 4.he!ote to tho cltont. hh ptl"aocal. interest 1n 
(S.Ctl,.,n 206) ~ bUl .tao pro'hl'btu co.a,.n.a&tlo:a t o lDTeu·.zw:et 

•~ a protl\o-al:arloc baolo. (S.Ctton lJJS) 
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lCOMMfiTEE PRINT1 

7&ru CONGRESS s 
8o Scs.go" 

U .utcu 12. l910 

• 

I N TD E SEN A'£ E 0 F 'J'll g UNJ1'1m ST A'fES 

)Lu~nr • 11)40 

)fr. int roduced the rollowinjr boll: .. hi<h .... , .... d twi ... and rel•rrtd 
10 the- C"ouunitttrt'" on 

A BILL 
1'o provide for the rcA"istrution nnd r~gulution of investment 

c·ompnuics und iiWC$tment uth·isel'l<, Ancl for other purposes. 

1 Be it enacJ.ed b!l tlw Se11atc and II ou.'l(J flf Repre$(!1!/a-

2 lit•e.>~ of the Unitecl Stale-Y of Amct·iNt in Congress a.,.<embled, 

3 '£1TLE I- IX\' ES'I' )I EX'f 0 0.\fP.U.t:E.CJ 

4 Jo'l:>niXCIS 

5 HI,OTIO~ 1. l' pou thl' hu>i~ of fncts disclosc<l by the 

6 record nod reports of the Hl'('llrit irs nnd Exchongc Commis-

7 sion modo pursuant to srctiun :~0 of tho Public Utiljty Hold­

S ing Compnu.v Act of 19:J5, untl facts ot hcrwise djscJosed nud 

9 oscertnined, it js hercb,· found thnt im·cstmcnt COI~plltaies 

10 11ro affected with 11 national public interest in that, among 

11 other thlugs­

J.215852- l 
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6 

a 
7 

8 

9 

10 

11 

I!! 

lS 

I~ 

15 

16 

l i 

18 

1!1 

:!II 

21 

:.H 

2 

ll) the seouiries issued by Rl<h companiet, •bidJ 

romtilutt a substantial pan of all teeuriliet publicly 

olfrred. are ciL"'riboted, exchanged, tnuafer...t, ...,. 

deem~l. and repurcba.sed by use of the mails nnd lll<'&ru 

n.nd i.ns&nunent.alitics of inlennaLc oonunen.:e, and in chc 

utsc ol1be uUlllerons oompnnies which issue redeemable 

l'l'C..'11rilirs I his JJflK:CS~ vr dil'lriiJulifiH fllllt rt•ri('OI)Jiiun iM 

l'Out.iuuous and eousttult; 

l2) the principal activities of such '"'"'J""'i..,._ 

inw·~cing. rein'i'"esting. Md trading in ~uitif"8 ~ued by 

·~lttr OOOUJ"'Ui-re rondu<1ed by "'"" of II•< nllili and 

IUl..._U! and illitlu.nK'ntalities of imenaate oonunert"t. in· 

du<lln, 1he fatiliri~ of u:uional "<"('Urili~ r.xd~anfCes. and 

'" rl$!i1Uit I subslantiaJ pan of all lnllli"l<liOII! tflt'<led 

in rht ~eenrities markers or rbe Xation: 

{3) such companies cu:,IOJUnril.'' ill\'bit. nud cntde 

itt lii'Curities i.:-sued Ly, .uu) mn.y dominlltC nud c;ontrol 

1;r (llh(lrwise 1•tleci. I he JlOiic.it'S and miHU,gt•IIU~III or, ('0111-

I~UiiC~ engaged in l.mS:iuess in int(•ntate NJimncrue: 

( 4) sucb coml)(Wj('S are mNiin for lbc Uwt"'tmeut 

•u llu• unti.uual f't'Ouomy of tt .. u1~tantial pen of lbt• 

Hational q,~ and ma,, haYe a vit.al ttTecc upon the 

flo,.. of sndt .... mg. uno the <apital marktll; 111d 

(6) !he actirities o( ;ucb oumpaniet, ext<nding over 

many S141ts, and the wide gougn1phic di>!ributiou of 

) 

2 

a 

' 
~ 

~ 

tbtir -.rity bold..._ malt diffiml•. if not impoosible, 

~y tfl<ttivt Sla~ rtgulorion ol1Udt """'Jllllitl in tbt 

inttmt of i.Ut"fltOI'I. 

ut~C'I.A¥+\tiO~ OP POLI(''It 

H~>:.J. 2. l'pon cbe b.loo.i.~ uf fnrcs discloM"I by clw n"t'Ord 

6 rtlld rC()Ortil Of fiiC Ht't'ltril(t•:o: 1111d £xcfu111ge (.'(tii Uili~ .. jou IIIIUti• 

7 pu~unm lo !lrc·cion :w of d1c 1\lhlit· lTcili 1 ~· I l~tldlug Co111· 

8 JIIUI)' Atlt llr war,, nnd llll.ll~ OlherwL:o:o di~·lt~··l ftlld ilM'n• 

9 reined, ic i11 h(!reby dt-t1art'tl thtu tlw uattiorutl ,-..aMit· iuiC'rt't!l 

10 IIJ)d lhC' iulcn:·Ft of inrf'SIO~ sre ndvtrstly "fTN1rd-

11 

12 

lS 

14 

16 

16 

.17 

18 

19 

20 

21 

22 

23 

( 1) when inv.,tors pnrcbase, poy lor, «dwlc•· 

.-in di•idtnds upon, vote, refrain !rom •"«illg, Mil, 

or IUm'ndtr .....nties issued by in.......,.n, companlet 

witbout adequate, aecmate, and tJ"pli.cit infomlAtion, 

l•irly prestnled, oonceming tho cbarador of such HCUri­

liH &nd the circumstances. policies, l'ln<l responsibili~y of 

ti"UC•b oornrmnie! and their ma.Mgemcnt; 

(2) whetJ im'l•~thnem C'OnlJHIUi(..,_ ttn• MJ(IIIliu:d. 

OJ)tftl1CCJ. Of UIIU\IlgecJ iu the illl('ft'.it t)f dir<'C'IOI'Ii, Ofli~t'J~. 

I'OAMgC'f'l1. in''t'f'Ulltnt ad,·is:(lf"t, depo'iitol'!l. or other af· 

filiated IM.'MIIl- thrl"f''(. in chf intel'f'<oll of undrr" riten:. 

broktn, or clftl<nt. in 1ht inmost of ,p<NI C'IL""" ol 

thtir ....win· boLl..-.. or io th• iniA'ml ol o<htr in­

vtttlnlt"nl COIIllllln~ or ~·~ tnpged in ocher i .nH 
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2 

3 

4 

6 

6 

7 

tO 

It 

I!! 

13 

11 

·~ 
16 

17 

18 

19 

21 

21 

4 

o( busin...,, ra!Mr thon in tbo in~t,.l ol aU clasoa <>f 

"""" wmparn..' .-rit~· holden ond o( th• public: 

(3) wbfn iul'"~ll))f'nl compani~ ~ll' !ll'('Uriti~ 

ronhtinin~ inequitab.le. discrimitiJitory, or ttnouu.Jom pro­

vi!ion!. or fail to protect the prf'feren{'" aud prh,il~es 

f•f llieir outs:t~md.ing .securiries: 

(4) when t.ho control or management. ol invC'Suncm 

c!OmJ:Nmit.os is unduly ooooeulrftled, inoc.1uitobl~, di~o.­

tribntcd. or irresponsibly held ; 

(V) w-bf'n inY<•!':mlf·ur MlllJ+llllil'!l. in k<'t'Jlin~e rbtir 

MeOttnl~ in maintaining reserves, and in oomputing d'tir 

.. rninp and the ...et 'lllue ol their oololandin,r ...,,;. 

1if.,. tmploy un._~1nd or rni~lt>ftdin,r IHt•thM•. or art ooc. 

~ubjf('ted 10 adeqtldtf' indtpendtnt ~nHiny: 

(6) when inves-rment t'OIHJ:lft.nif'lt nrr rt-.nJ[Ilnir.ed. 

•li"'r'l"ed. l...ccome inncli\"e, or change the dmnu.'tt'r of 

1lu•ir l;uP:in...ss. or when the Cl!Mro1 or uutun.gt••neu& 

IIICr('or is lnm!i(erredl wii110Ut. Lht f'OII$('111 ur tlwir SfCU­

ri l')' l1olders and without odeqnate public ,.uptn•iJo.ion: 

(7) \\'lwn irt\'estmrm oo•urwtni(~ t'u~~ iu uutnip­

ll"'ti,·r M ttudnly Fpe("Ularil·e tl"'rt_,_('(ion•. h~t\'t• tx~w· 

itl\'"t"'UJlt'lll.! in ~rit""S or 1,mJM'n~· o( " '"lltrUlalh·r or 

unonorktt.tble <ban~ner, or b~- borro,.·in,r oud tlw ...,._ 

~ o( lfnior securiti(':!t inttea:;.e 1br s~thuh·r ('hamf'o 

!!.'; ter of rbrir jullior seeuritil'S; or 

) 

) 

) 

1 

2 

s 

• 

(A) 'flbf"n inn_...:awem oompaoit-c optraltt ~·idtoul 

adtqWtlt LWI;:oo or reserns. or an•in it:IIC'h JfH' tik' 

a8 to pm_badt tR'-'Citot io\·estmtnt toauage:ruent ancl 10 

hA\'0 exoeaive in.Outnee in the national eoonomy • 

5 ll is he!'llby declared that the poli(:y omd pu.,.,... ol thi• 

6 tide, iu ,_ooonllmce Wilb wi.Ucl1 d_IC l•ro,•ii!iOnJ o( lhiJ title 

7 11lu111 Iii.' iuwrprtted. fl.re to mitibrnte tmd. Sl) fflr lUl i" reu~ihle, 

8 w t'lirnilmtt• the ttbUSt"S eunmcmu~l iu Lhis srction. 

9 

10 

12 

13 

OV.PISI1'JOS Ul'I!\\'1-~Tli .. :ST t Olii'ANV 

SEt". 3. (a) Wb«•n Q ... ocl in tJU.o: lillto. "im·t,llt){"nl t'OHI-o 

( 1) lmklll i1....-.U oul a·· he·iu~ f'nK"Jef'd prim•ril~·. 

Of llr'U~ IU t"UPh'f' vrtn...nb • iu dh.• bu~in(•,..,; of 

H itt'"C"'>IilllC· n·im'f"linJt. or muli11~ in ,.,"f'Urili~: or 

16 (:!) [ .. ~Ugft.lfl"ll ur lln'l~ to t·u~'lltct.• iu llu• lttbi· 

16 llt"''~ (lr in\'(' .. lin~, n•iu,·t.-stin~. u"·ning. hnldin~. or rnut· 

17 iu~ iu H'<.'\tritit>-~ . 1Htd owu:o or 1 ""1)0S{l~ '" ttt~tluin\ 

18 , 1 1,01.·11i,•a lut\'inu n ''11h w c•Xl'l"'~diu~ 40 l"'r 
111\' l'l" l!lU; II ~l' · c 

19 f ll ,·alu•· of ..-ucb i~u,•r's tnln1 """f:!hl (e.xdu· CClltUIU u IC .,. "' 

~ ~!h·e of (h,~\'f"nllltt'UI M.><·urili6 Mlcl Nl .. b ilt'Ul") Oil 11.11 

21 w>OOO!OlidAted basis. 

22 At ustd in tbi .. .w~n, ··m,·ewnenl aeturilltt'' iorludes 

23 all-ariti<f u<tp< (A) Go,·enuntDI ......,;,;,., (UJ ...,..;. 

:U U. illo>ed by employees' ltCDriti .. c:ou1pmit.. and (C) 
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6 ) 
1 MC'\tri1ief i~ed by majoril)~.-cwnfd ... ulJsidiarir~ of tbt O\\ ntr 

2 " bitll lrt' not in\'e:&DK"nt compauie!. 

3 (b) Sonnth-aanclin~ (l81'11g>'IIJ>h (2) ol qab.t<1ion (a), 

4 lltllle or the foll0"'il1g ~f'f$ ts 1111 inv-~rnwnr tompany within 

6 llae mroning or this title: 

6 ( I ) Any is•ner primt~rily eu~oolgNI, tlirea•ll,l· or through 

7 wllotly•o\\'IU•d f-11h$id iurit•~. in u hu.;ifWNi or hu"iu(~~c·s otlu•l' 

8 1Jum tbtlt ,,( iu\"C!oitiug, re invc:-.tiu~. ur lnu)iii,K iu ~(lturitit<~S. 

9 (2) .\ ny il'!ourr whi('h dw Couuui~iuu, IIJHm fi ))]Jiiention 

10 by Jouc.:·h j .... .twr. find.;: nnd by ordf•r dt>clnt'f"'l to '* primnrily 

1t t'tl~,.grd, dirt"C'II.' or tJuuugh J:WLjority-vwuM i>Ubqctiarit.t, in 

l:! a lm_,inN or bu~ina."'(_:o.;; 01b.._.r tlutn IIIAI ol in,·~ting. rtin-

13 l<"ling. or 1n1ding in -«Unlit>. 'Mar folin~t ol on •pplkation 

1l uud4•r rht ... tmntgntJ!la by •m t.~uer other ll111n a reJri .. tered. 

1~ inn.,.Hueut tompctn~· ~l 1all U('lll(lt flu~ npplicnn• (rom all pro-­

JG vi .. ious of chis title for 3 period or l"iXI)' •li•yw. For ('Ul~e 

.l7 ~hown, tl1(l Ourmui!o\s-iou b.v order mn.v exh•nt1 ~urh J)f'riod of 

18 t•XNHJ)tion ror ltll nddilionnJ ~ ~~riu~i or fleriod.~t. Wtwncvcr tbo 

19 Couuni_sgiou, UJ)()u its own mo1ion or upon "PPiiC!iUion, finds 

20 dtol lht t irt'tlmHtWces which g&\'€" ri~ 10 the iRSuftn<!C of an 

21 order b'TJmling till epplic-atio:n wlder tlJl!i ))llntgraph no longtr 

~txi•l, cbt C'omm;,.ioo shaD by order nl\·oke •ucl1 order. 

23 (r) S01wichscandin~ sub:;eecions (o) ond (b), '"'"e 

24 ol l11r following pti'SO~ is au inv(K"Untnt toulpaoy within 

~ cbe tnl'Oning ol chis title: 

pac, e, tt\eer• between l i n e • H and 23 

) 

) 

• (:II An7 h ou.,. all t '1e outo tanalln' eeo urltiao o f naltre•UJ 
11111 .. (otheJ' than ohort- t e,.. per .,.) .... c11reot17 ,.. 1 t 
..... by a oo mpen7 oxooptecl from t ho clefln 1tton ot t n•oo-n 
..... , , b7 J)Oiracraph (1 ) or (2 ) of th to ouboeouon. 

( I 

c 

7 

( I ) . .\u~ i~urr "~ UUI'"landin~e F«Uritif.lt (olbtr 

2 chan •horHmn J•Jitr) ..,. heneliND.• ownod by 1101 ""'"' 

3 than onr lmndrtd ptN)M and 'bitb b bOI rnaking and 

4 does 1101 Jlf0p<J6t 10 wo.kt a pnbli• •ff··rillg or ic• ..... rici ... 

5 For cbe Jlllll~-. or chi• l"'mgnapb, bt•atfi<ial ownmhiJ' 

6 by n l'OftiJJftny shall ht tlt'\'DWd 10 bt l~tncfi(•i••l ownehlliJ) 

7 by Ollt' I.CNOn: CX.t'C'JII lhttl, if "lith t('IIIIJlaH)' j, till ~tffiliutcd 

8 ClOfll}ll\11~1 of lilt' j~11(' 1', 111l' l)('UC·fh•inl HWIIt'l'llhi11 11ht11l Itt, 

9 deeam:d lU IJc• 1J1111 (•f lht• butden< or Ml('b ~·ffiliJI1Nlt~Ctlll)liiii.Y'J 

10 Oll~.;t.IUidi ll lr! 't't'UI'ilii· .. (t•lht•f tlliUi .. ]IOr1-ttnu j.'-1JJt"r) • 

1t (2) ._\uy I)('N•U .._uJ. .. &Amirlll)' :.ll uf "I'~ grttt-.. im<UIIK' 

12 from bt<'Uritit"' a.ud -..o;'Ufi1it.., tl'llh"'f'liolli i!o dtrhtd fn•m 

1:1 a•1ing ... 11r.-.L,·r and from 1M di. ... ribt•tiou of -.f('UriliM j,.,K'il 

H by ollatr peNJns. 

13 (S) .\u~ liftnk or itl5u"'utt (•outJ!Ail~; ftll~ rummnn 

16 cnt!'l fund. 11 11 dttinrd iu -.ection Hi!) of We Rueuu~~ Art l)f 

17 JtJa~; lUI,\' .o1win~ 1Uid )utili ji!'"OdlltiOU .;;ub-.IIUIIillll~· ftll thl' 

18 hull int~lt or "•hiclt j~ ~OI IfiJJC'd tO the nlnking o( 101\lli 10 IU"Ul• 

19 1M'nJ: vr ;wy (k.'~ll l'11Jttigt!d exclu8"h·ely in the l,tliinl't .. or 

20 making F:llU111 lonu~ rmd til'Collfd unde-r dJf\ )11\\'S ,,( II ~~~le 

21 10 engsgt iu rorl1 bnsinw.. . 
-"--'<tl• ....;,10,oo •• • holdmg 

2'.! (4 ) An~· company cu~~ • ...,-

d ••.• Pubtie l'tili"' Ilolding C'Otnl••~ .\n 
~ oompAil) un tt w" • 

:H uf 1935. 
I 1... l - ....... ~IIOUUI «nifi«''llf 

(!"•) An~ eQIUJiftU~ • ot tcr luaU a mh--..... 
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8 

rompan~·· .,,bslanliall~· •II the inlang;bk MIM',. of whidt 

2 c•ou~i~ of IUQrtgatgt!l and other lien~ on real C!Siflte. 

(6) A.uy 1"'""'" .ub;l•allillil)• nll of whoso husinc>-8 <'<>n· 

4 siFtil of owning <••· holdi••& oil, tcftS, or other minenl royfth ieK 

t. 11r lettses. M fn:wlionnl iuiL•re&tl rherrin, or {'('flifit'tUti of 

G intel'e!!t or pftrticiiN&Liun iu or investmenr OOllll'l\ctS ttbuive to 

'1 ... uth ru~-.hitS, ftsft, or fractional inte~. 

8 

9 for relibrioos. edut'l'llionAI. IM..·ne,·oleut, [nu.eruttl. ("baritab~. 

10 or J'('(OJ'Illllfiii'Y llllfiJO~~. uo )ttlrt of the ue.t eamiuf!;l$ o£ whiob 

11 

t! 

iuures 10 the lwn('ftl .. r till." 11ri\'11lo ilhureholtlcr or indh•idnnl. 

(8) .\uy \'utit•g tru1-C th~· 1h .. qots o{ whicb t.<On!!is' enln· 

13 ~h·ely of seeuriti~ of a toiu~lr i.~uer which is uot au in,·eat· 

U tnf'nt rompau~~. 

15 (9) Any ~~t•nuity boldent• vnxertive couuuiuer or 

IG .Jutilftr i~ue.r hrn·iug out:..lfuuliiiJ( 1U1d issuing no ~·t·uritit~ 

17 ••lher tlu\11 oorliticolt'tl of dcposiL mul c~rumerciol ~~~Jter . 

18 

19 Sa:. 4. _l.'or tht l'urr~ of tbis title. investment t'Oru· 

20 ponies art dirided iulo lltrl't' t>rincipol cia>..._, detlntd u 

21 folio"": 

( I ) ••J.i"eoe-;unomll t<t•nifit1ll~ eompMy" mMM an in-

(troo-runouua l-ertifi t..i'alt-';!1, or which hnJS been eng"ged iu &uch 

business llDd hJl.!l any *""" t'<lrtifit'1ll<l outslllDding. 

) 

) 

) 

0 
I (2) ··urn, in"esuutm ua~ " uftnJ llll in,·estmt:nt rom-

2 1:1611Y which (A) i3 orjn!uizt'CI undt•r " uu .. 1 iudenturt•. 

a oonlmct of tnstodiauebi)) or "genuy. or similar instnun('ul. 

4 (Jl) doe• UOI h8VC II 1.,11rtl of dirN'IOI'i!. nud (0) i>sut" 

6 Qnly redeenmble t'A'l'llritiH. ""t'll of whi•1h n•prestntl an un~ 

G divided intfl't'SI in n 1lllit ()( ~vetified ,rntrities: but doN not 

1 iOflnde a ,·oc:~ truq, ur an~ tftlS( whim Mes and I..._ .. 

8 ou1 .. andiug no seauiti ... ocbl't llutn .bon-ttnn pope< AJHl 

9 periodie p3ynltm plan ccnilie-te~. 

10 

11 invcstmen~ compcwy other thnu o (nc~uummt c"erCUiMI(' 

1~ oomp1uw, 11 unit im·esttut•lll truit. or 11 f'CinlJ)IliiY " ' l1l4•h isl!ut·~ 

13 and lw OUI!Iraudintt uo ... ,.,.ritit""" t~ht>r than ~on·ttnu 

H popu and ptri<>di< po) antul pbtu ... nili<ou ... 

15 

16 

17 

&UI.CI •• \..qstpi(.'._\TIOS ott )I\~ \t i&li .. :ST 1~-vnn'li&.'\'T 

C()).II,ASI~ 

Sf_x,, n. (••> For the JIUrJIO..('t of dlij li llf~, nuuuag('rnt!lil 

18 invest1nf"ut t..'Oilll)iulies nr~· di,•ill t-rl, ,u..-·ordiug to rhc sccuritic"' 

19 which tbey t._~ue. into Olk'D~ut1 and clO!!ed-(Ond mllMg.!lllelll 

20 investment ooulpanit!. ddint'tt •' follo•i'l: 

21 ( 1) ·'()polWnd u~nl ; .. ,...,...., rompooy" 

!!2 IOta.n.t 8 Ul&D&gtii:K"UI i.nn.,.UUfUI t'OIUIIell~ .. .... hitb i.'! offeriul( 

:!:\ for ulr or b.a~t oeu""tlludio,q AI'.' nodf"!fu~ablt ~ri:t~· of v.Mch 

z.& it is tl1e issuer. 
(:.!) ''Cl()!!('d-f!nd 11111m1gt:wcut inves1ment company'' 
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1 nwaus an~· nvulltgtlllfnt iun .... rtu<•ru compen~1 otbtr 1han an 

2 opeu~ud lllttllttlf<'l»('nl ill\'4"l-1lllt'lll ("()IUJ)IIny. 

3 

papo 10, tn •• rt 1D place or l~n·· • • ~. and , I 
vt<Sed, eeool'dtq t o tM obaraoter or tbe1r ••••te, t l\111' 1nYtttt­-•..,t 1!'0lic7 an capSt.al atP\.'cture , tnto d1 vera trsect ln• eac:.ant co=: 
pa tea , aeeur1t1a• trac11n.; CCZ'I,pe:'\lee, aDd ..1a cu.rlttea t tnar c.a cc::ape: 

7 ni.., dofint'd .., lollo~'l!: 

8 

9 age111cm hnt•,ttut.•ul t'HIIIJWIII,' wl1ic:b meel$ llw foll(lwiug 

10 R"tlllir<>ru(·ut.. .. : 

11 

1:2 

I~ 

14 

1:> 

JG 

17 

18 

19 

~1 

UU)' Hll{' j,.,.Ui+r (uttwr I hull U0\' 4'nUUt.•llt. ~t>Ctlrilit'l) llllt~ 

nut ext .. :fltl :. J)t·r c••·mmu o£ tlte ,~31m~ of it~ t0fn1 """"'•": 

(B) AI Jn .. f tlo;) pe-r t't'HUIIll of dae ,-,)ue of itt Wltl 

"--'"'1" i.. reJ•N"o.('Httd I·~ • .,. .. ), ilt·n~. t..~· Oon•mm"nt 

M:'("llfilit•:o>. nud ''·' tuurkt:tultlt• St'Cluitjes of i~ll('l'll or 

wltiell it d•Jt•.:. 1101 uwu rHore thnn 5 (}Cr cenlllnl of lUI,\' 

t•Ja.AA of ~l'C'IIri! i£1l'l OUI'"IMat:l iJI~;i 

(C) ib J.IOrlfolil) tunt--.n·er tluring in~ Jnst H~l ~-=•r 

did noc ex!'ffil 1 !iO I"'' ..,ncum: 

(D) it Ita· out<~•nding onl~· '>De tla."' ol ..-<"ritits 

other than shorH•nu Pftll<'r: auod 

(.E) il due,. IIHI f't!Hirol or uwn :w~-- \'Oliug K'oority 

i~ucd lty ouy o1lwr iu\' C'SIJII(' III t(:Qnl)Jouy. 

(•) .. ~.. . . I' "" ...,..-,_·unlt('tl crnt tug f'Oill f)ltlly" me~ms rmy IHutuace .. 

) 

) 

1 mtnf inn•sllltt'nt c'Ompcm~·· othtr dum • dh~fif'd in\"l'ft-

2 Ol('IH l'OIUpillll~\ which IUt'f'f., the rf'()llirtDlt'Ull or F"UhJNU'ft· 

S gmph• (A ) ond (ll) ol1111nogrnph (I). 

4 (:J) •·&lt·uritit~ lhuntl't• I'Otn)':Ht,\'" 111Mn~ 1my 11111Uit,t!­

G llltnt in\'t~llll<'nt c.·omJltln~· odlt'r tluw a tli\·r~ifitd in\'t ... l-

6 lnfUI OOfllJ)fiiR~ nr ~-.trilit"" 1n1di11~ C'OIII))dtly. 

7 

8 U'lding romJlftDY '"' hit·L at 1br 1imr af ia.. ~lnuion UK'C-t" 

9 the rec~nirem••mot ,,r !>o-11bJ~:~ru~r.apl1.; (.q tmd (.8) of JNtrrt-

10 gntllh (I~ or suh:-t•(•tion (h) .. lull I 110 1 111:-4' iiA ~Utili~ ~l!i' n 

11 di\'C.J11ifiNI i.JWl't-1111('111 ill' 1>t.'t-''lll'ili4'>! ,,,,tliug ('OIUIJI.HI)' I~·~IU!i't' 

12 Of l.U)' SUbst."QU~nt disrrtt)>tlllr~ h••I\\'H'U llh• ,·n)U(! 0£ i~ \'11ri ... 

13 ous in,·e-,.nllf:llt' :uullh~ n''4luirt'IJH'IIl .. t•f !-~tid ... ubpomgntJJI~. 

II 50 lon,J! L..: any soc-b di...c"fepiUC'~ t·~i .. lin~ immtdialely a(h_·r 

1~ it:s flC(III~irion of any ~ty or 04hrr )in>prny i .. neilhtr 

lG wholly or p~nJ~· tilt~ re"alt or t-m·h nc.-qui .. iJion. 

&7 (d) Th(• C 'oumti .. Fi+~u t>h1111 h,.,.,. JUIIh~trily, by ruk-.5 ,,ud 

18 tcgulnliOnS in tbe public· iulcrt•llt or for thO pro14.••mjou or iu­

l!i ' 'f'liiOn;, w m:a.ke £unl1er ela~lfic.oations and !ubtlas.illicatiou! 

·~ . · -rdi • to o-niza&ion capil41 .;;v H£ 10\' C'Stmf'nt COnlp&DitJ ftll.'-V 11., •e- ' 

2\ lo-fnat1nre. ua~ cl ~~b. amowu of U5(E:, u~,+es~meul 

2'.! tJOiie~'. tba.n!lcter or bn!inm done, or any one or more Olhfr 

tl chl\nictrriS~it~ wbk·h du.• ('otuuti ... i••u dt•t'lll" l'i!(llific81•1 ftnd 

b d • 't'ons oontAined in oloiJ Z.l whiuh arc oon.slstenL witb t c eauu I 

2..l i'ection aud see~·ion 4. 
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2 

IIX.IDO'TtO!rS 

SEC. G. (a) Tbo following inv-ent oomponit1 are 

3 .. xe:mpc from every pro,'ision or this title tlxoopl tection 7 

4 (d); 

5 (1) Any """'Jlfii'Y not or~'ftnized under the lnW11 of tl1c 

6 United Stalft or of a State. 

1 (2) Any oompeoy organized under the 1 .... -. of and 

8 having itS principel ofli<lf and place of busin""' in Alalka, 

9 HawAii, Puerto Bioo, I he Philippine Wand.., the Canal Zone, 

10 rhe Virgin Islando. or •ny <llhcr possesllioo or tbc Uoi1t>tl 

t I States; bur. such O.X:CUlJHion llhl•ll terminato if any tlccuri t,V or 

t2 which such oornpony is the i#ucr is offered for 11Je or told. 

13 ofter the eiTffii'~ date of tbi> 1itle, by socb oompeuy ur "" 

It underwri1er 1hertlor, to a reoidtlll of any State otbtr rhan 

15 the &ate in wbicb IIUcb oompony is organized. 

16 (3) Any oompeny for wbicb, in a proceeding in ""·' 

17 oonrt of the Unitod Slalet or of a State, a receiver, truSiec in 

18 btulkruprey, or sln•ilar offioor bnd beon appointed or elcowd 

l9 prior to the tll~i,·e dAte of thi. title, and every aucb officer 

20 110 appointed or •~ prior 10 the el!eetive date of this 1itlt; 

21 bot mcb tt.tmpliM ~hall oontinne only so long u (A ) the 

22 oondod of oucb OODlJl&IIY'• husintiB .... .mains oubj<d to "" 

:l3 EUptr\.;g.,n or mcb oourt or offioer tltereof, aod (B) ••ill• 
24 d OOMJl&IIY oes not sell ex.elusivruy for cam !UIY IIOOUrily or 

) 

) 

1 wbid1 it is tbe issuer, txCltpl .ttort-tenn poptr or.d onliDary 

2 rfl()tivtr•t or trustee's ctrtific.wlf'f.. 

8 

• pnny, the Oouunis..~iou ~hnll I·~· ord~r u~mtH 5Ueb oompnny 

5 (rom the provisions of I hi< tilt.• nml of lhr rules and regllla1ions 

6 btrtUndtt, if and 10 tlw extttll dull ir findJ socb exem:ptioo 

7 eomisttnt with the protection of in.....,oro. In dtknnining 

8 lhe promions to wbitb .,1('[, •• onltr of tXI!Diplioo shill 

9 apply, tbe Oommi.,..ion •IIlii gi1·• dar ""igln. am<>ng other 

10 rbin~ w d1e fonn of ortpmi1.111iou 111ul the t'3pita.1 stnwturn 

11 of such ooropany, the penwu11 lly whom it$ voting securities, 

12 t~videuctil ol indebtedne!S, knd otbtr securities are owntd. 

lll rontroUed, and held, the priet< •• wbkh seeorilies issued by 

U lOeb eotllJl&IIY are !Old and 1bt saleJ load tb<ftOil. the di!pc>-

15 &ilion of the proceed.• of •ud• oa1ea, 1he cban<ter ol the....,_ 

16 rities in wbid1 sud1 procet"d! eno im·t.i.ttd, a11d a.ny relalioo-

11 ~hif) betw~m such COIHJJAHY ruul tlte issuer of llDf 1nch 

18 ~urity. 

19 (c) The Cnmmisl<ion. by ""., And ,..gulatioos upon ita 

20 own1110tion. or b)• onl<r upon oppli<oliotl. roay cooditionaUy 

21 or WIC()rulitionally .xempl an) penon, seenrity, or uon. ....... 

22 lion, or uy das> or .,._ ol pt...,OS. .....,;ties, or lt1lllt' 

23 lOtions, {rom any pro,;!iou or p'11,,~ ... ions ol this tide or of 

24 u y mle or regoWion d~<roundrr, if ond to tb• e>lent that 
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tht C'oouui~ou find-., ~urb f'Xtmption nt"('e!:!ftry or ap~ 

2 priale in fht puhli<• iuftl'f.'t and f'4•nsh.tem wilb cl.le protN1ion 

3 of invcstorK. 

(d) lf, in C'OIIII<!Ciion with uny mlo, regnlnlion. or ordc1· 

6 under this sef'lion rx('mpliug uuy investment oompony rron1 

G tlRY Jli'OVision or IC('l"tilln 7. dtf' Commission deelns it ntees-

7 ~· or appn>J>riat• in alo• public ixlltrt£t or for lloo proteo-

8 1ioo ol im-~IOf"l cbat N'rteiu ~JK"<:ified pn)\'i!iouA of ahi<l 

9 1i1le (~rtainlng 10 rt•gi .. lf'r<'d im·e..-uuenl t"'Uiftltni(l!t 8l1ftll bf 

10 ft)lplienble in rcspc'd or lill['h 0011\pltny, the provisions 50 

11 

12 in their tnui:Sllrtion~ un1l roltuious with such OOIIlJ>Ilny, u 

13 1bougb such romJJOUY W("rt a rtgbured in,·estmfn& coat~ pen). 

15 COlli) ~'l:ES 

16 Sro. 7. (R) No lll.IUIIlgt•metu hw~untul OOIIIJ:lflll)' ur 

11 ftU)('•ftiH()UII I l'Crlifi(•lllC t'OIII()I'IIY, uoleSS tXf>IHJH(•t) (rom 1Jie 

18 l>fO\'isions of tbi.s ~Ht..!}('C liun riii i"SUtlllt to section G or ··fret'"' 

t9 tiwly regk1ered omdrr seetion 8, rlonll dire<~ly or indirectly­

( l) offer for <ale, s.U. or dfli\'or after t!lllr, by 
:!I we o.se of the lllftib or any mtanS or ill!l~ntality 

of inlti'Wate oouuntl"l't", any security or a.ny inleJ'('!t in 

a security, whctlit•r the inner of such security iJ aucl.1 

IJJ\.CStUICut OOUI!)I'U)' or UIIOlbcr person j Or offer for 

snJe_, seiJ, or deli \'Cr oJter snle any such ~ucuri~y or 

) 0 

) 

) 

l 

2 

a 
4 

6 

6 

7 

8 

9 

tO 

II 

12 

13 

14 

16 

interest, ha\·ing noa._li()ll to btliuft daa1 SI.K'h securih• or 

inlerest will be wade d1e rubjero of a public offering 

hy use of rite mftil~ or ~tny ul('on.s or in.ra:rumtutality 

of interstate oouuncroo: 

(2} purcbasc, rcdec·m, retire, or otherwise acquire 

or auemp" 10 uquirc, 1.1)- uw of the mails r,r any tneiUI! 

or instntmt:ntal:isy of inlt"flo.IAtf ("()llliiJefte, any• security 

or any imem• in a ~uity, 'trl~btr the issuer of tucb 

I'O('urity is f'!ll'h im·r~UUt'lll romJ,....I)" or another per$<.m; 

( 3} •·omrol lUI)' iu' l'lltmtul OOIIl l ~~tul.'' which does 

nny (If 1he tl('IS E•muui•mh•il iu JliU'11gmiJillt ( l} ftnd (:.!') : 

(4} eug:lgt' in auy hu~iJw.;s in in1crsb1te oommen.:e; 

or 

(::>) rooorol oil) roonpony •·bi<h ;. tugtgfd in any 

~~ b11si:ness in inrema:ct C"'IIIUlt'~. 

tG T1u' pro'i~ous Qf rhis FUIN'<'Iion ;;ball nOt apply to tnwt-

17 1wtioJ\~ of ft ll j1wcs.t 111eul c.·oruJ•tHI." whi.i•b are me:rel.r iutl· 

tK de11tnl to its dissolution. 

19 (b) No depositor or 111Utoce of or nlldl!l'Wrilfr lor • 

AI\ • • ......... A .. 1 .--..... unlm ;.urb Lru.,t is uempttd (tom .:ou un11. IDV'=uu....._ "..., • 

~~ the prorisiou.< of thi. >lll><oc'liOII Jliii"W't 10 -ioo 6 or 

22 etfeeri,·•ly rogislered under ...Uon 8. dWl cliro<dy or iD-

23 d~y-
( l ) ot!er for .,.lr, t~•ll, or delh·tr alter sale, by .,. of 

__ , _ •noos or iujmame.utt~lits of inte.ntate the ulti.Ull o-r any llh • 
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6 

1 

I! 

10 

ll 

12 

16 

OOIIIIntl'CO, uy '"'"'"''Y or any in- in a security of 

which soch tn&8l it: tbe issuer; or offer ror Ale, ltll, or 

deli,·er alter Mlo nny 8Ucb .. curity or interes1, boving 

reason to beliovu lluot onoch l!Courity or interest will be 

made tbe subject of a t>ublio olfcring by usc of the mails 

Of any means or in~lnuucntality of inte-rsl.llte oommttt:e; 

(2) pul'Clbo..~, ~<tm, or Olbtnvioe acquil'l' or "'" 

~mpl. to a<quirt', by ...., of the mails or any n~m or 

instrwneutality or inlrrstatC'i c.•ommeroe.. any ~'OUrity or 

any interest in a S<!curi1y of which sucb 1rul!l i; the 

iss.uer; or 

(3) sell or purt'hm for 1he accoont of •ucb lruot, 

13 by use of tbe maik or any lll<'3ns or iostrumrnlolity of 

u interstale ~ret. any ~ty ()r inttre:st in a statri&y, 

IS by ,..bome<cr ~ed. 

16 (e) No prom01er of o. protl<lSCd investmenl """'I'""Y· 
J7 a.od U0 underwriter for SUCh A (>I'OillOICf, :~<hll ll hlJ,kr II.JjC O( I he 

.l8 nWis or any mcrmR or inslnunonhllit)' of intcrstuLO conuue.roo. 

19 directly o.r incliteetly, to oiTer for sale, soU, or deliver alter 

20 sale, in oonneectoo with a public olleri:ng, any l'~rpniutlou 

21 ttrtifieate or .ubocrip1ion for ,udJ a company. 

22 (d) "No inw!lnltnt c:-:unpon~·. unless OtgHni.Jtd uodtr 

23 lhr Ia"·• of th• Uni1ed Slall'S or of • Stole, and no under-

2-4 '~Titer for a. oompt1ny otlicrwiilc orgunizrd, Mmll umkt\ usa 

~ o( the Dlllils or Atty me'm' or in ~unmH.mtality of iutc.•'3t.tlte 

) 

) 

) 

t"'IUUH·rcr, diiW11~ or indirfC'dy, 10 oftrr (or salt, !iitU. or 

~ delh·er after sal~. in l'OJU~Iiou v.-ith a public oft'ering, en~· 

:' &et11rity of whirh !t!Wh C'tiiiiJ)I\11)' is thr im1tr. 

•• till" laws of tbe rnited Stl&lt""' or H( ft Staal(' n"'y rtgi~er fur 

i tbt> ~~~~ of d1b 1i1k• b~ filin~t •itb dtt (.'onmti§km 1 

X uotifi(1lti<m o( ~tmtiun. iu ~11rh fonn ti tbeo Conuni:s.qon 

U mn~· hy n1lrF nnd rc·~lntiHII"' Jlrt""{'riht 11.11 n•~~ry •1T 

H) 11)11Jf0Jiriii.IC' iu llu• pul,lic_• inh•r•••l or fur Lhe pn•1rt•liou Of 

ll in\'('l'IWI'lJ. Au im·e"'IUU'Iil l'<) II IJ 'IIIIY ;lllllll I.e d~med HI he 

1:! rt'gil>ttrt'd Ui)IIU r('reipl b~ lht• t'otnmi,.,iOil O( 511t"h Uutifi· 

a:s ffttion o( rr~snatiou. 

11 (b) 11 shall be tbe duly')/ e<try re~ered im'<itmrnl 

U f'(lmpem~· w file .-id& tht:' ('ouuni!>...ion, "'iahin sud• rH~.ln• 

16 AIJI<' llm<' afu•r n-P~uAtiou ,.. the ('onuui~on .,IJ•ll fix 1·~· 
17 ruJ~ IWd l'('~'ll~lliOil~ Of on1••r, ltll 4lCi,l(illftl ftDd !'UC:b oorif'~ 
tS of 11 I'C~i~lfllliOU S"Wh'HU'III. in SU('Ii fonu ttnd t'OIU~Ii llillg 
l9 "llf'b ()( tbt' foiJO" iug in(iJfiU~t!iHI I lUll) dot.'UJUCUtl. II! the 

'I 
( ' • • -1,.11 a., ruiM aud rtfCUbt.li.UJb or order prl'!M.'"''l Ml 2() (tRlDU~tOil "' u. 

b bti int ....... or ror lbe ~t •"~~ IJHf",_~f)· or apJN"'J,rialt in t t pu ( 

22 prott"(1ion of in""ffion: 
( t) " d~ption of lhf'i in,·tStmttu ,oo. nliHA~t-

1
. • and of th(• buMill~ done l\Ud tO bf done 

lfU~Ill JI'O JCIC! 

b 
. tri.WI iuc1udjug o deviguation of-by t e rcg•s , 
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HI 

II 

12 

13 

14 

13 

19 

20 

21 

18 

(.\) !lot do."' and •ubcla~ ol in•·,..t11,.111 

eompm~·. M dtfiutd in or {)Uf'Swtnt to M'ttior~& 4 

IJnd 0, ''1ithiu \\ bid1 tLt n.>gistmur fall..; nud witllin 

whicJ1 Ill(• l'f'g'i ~<trtt ut IJroJ)OSt'S lO OJWniH\ iu the.• 

rnmrc: 

( IJ) tht" ftt1h·iti~ Olbt'T' tl1.11t in'f'"'llllflll in 

which lh<' rt'lf:~trauc i5 ru~gt-d and I'"'IM~ .. to 

engagt. tttlfh ,... tnadiu~. undt.-r·v.--nr~. anin.£! ,. .. 

iuvtMntf'lll n•h-i ... u. 1u1d 1mrticipuin,g iu or iullu· 

Nl('ill~ 11111 IIIJH111K4'1lll'IU •lf COU\)lflllih ()lllili(IU!Jing 

:;(·curiri•~ hf whic.•h 11n· lwld by tlw N-giMrtuu: ~~~~tl 

(t', llw t'lu•mt'ft•rt ... cit-.:, amount~. 1md n'ln1h·r 

~lntDI '"''"" arquind n.ud IU'OJIOSt" ro •("((uirr in 

cbe ttoo,...r nl i1 bll .. int---.. : 

(:?) thC' iurt,rn~.~ri,,n nnd ducumtnul \\lli<'h \\Ould 

br r<'1111ir~d "' lw lil1<tl in order w regil'tN umlc•r thn 

~~uritlf's .\tl or HJ:Ja nil <~eturities whith the· rtgi,.lntul 

i$ ttuthorizffi tu i""llt•: utul 

(3) atlditionnl JX'nintnt inlonltfttio:n and donan~cnt., 

~in~ tit• n ri·tntnl, alloll<oted llt®ll> tber...r. and 

22 undenni1e~ lhtn·lor. 

23 ~c) ltt lien oUiliu~ inrormation and doouutenr~ rtquirrd 

U l••rsuantto I"'"'R'"I'h (2) ol •uliscctioo (b), tony rogisoront. 

l a 

) ( 

J 

10 

whitb lw ~ a r<gistnti<lo nattmtnt tuldtr the S..:Uritie-

2 Art ol 1933 or the S«uriti<'< f:xdJan~e Art o1 1934, which 

:) T~@'iflitmliOn Sliltf'.Ul('lll j~ f'Urr€'nll~· f'lft)('live, m.av fllr-

·I 

,, 
II 

7 

0 

Ill 

1J 

12 

13 

14 

16 

16 

( 1) stu·h copirli .. r .!llldt f(lgi..-tmtlun statemf'm or 

lKtl"'iOll'~ tb(lrt'OI, Rnd t<~U41 C10J,iC'<~ nf ft'J>On! tb(•tNf•(Ore 

filtd by the ret,~ .. rrant J141Nuuu to M'tl.iou t:l or 15 (d) 

ol tilt S...triti,.. t :Xdllfll!" Ac-t ol 1934, .., tbt ('cm­

missiou ,loaD de,if!11.11< b~· rnlt> aud r.gulotun» or ortkr: 

and 

(2) tt n·purr C'fllllniuing "11d1 c·nrrent inlomuuion 

aud documems~ n:b~trdiuJ? the ttiJIItt'r'M iuoluded in ~oou t'll 

rt'~riSil'fttioo J<tareuwm ~md rl'J'on•, tl!i 1bc• Conuni.J.:~.Jou 

~ball presc.Tibco ''·' mJM aud n-,u.buiouJ or ordtr L .. ~ 

SAl). or appropri:ltt in d1t publit- intaest or for tJu~ 

protection of io,·htors. 

(d) \\-bene\·er rhe ('onuni..--ion. on its own motion or 

17 IIJ'l() ll "l'l'liea:~tion, finds lluu tl rt•gi .. ttrrd inwtltmem C.'OIIIJJIUty 

J8 h1u1 Ct'llt~d to IH4 nn juvt•:-tull'l\1 ''(IIIIJJIUIY, iL FJutll ::o d~IArt 

19 by orde.r and upo:n Lite 1aldug eff('(1 of f'ICb order tl1e rcgi,.. 

20 lntiou of sudt OOIDJ)In~· ~ball. upon sudJ terms and rond.i-

21 tiom .. the c~ find- and in ....... onltr pns<ril,.... 

22 •• n~ry~ for tht protmion of in"t!lon. t'HR 1.0 bf. in 

23 cfl<'CI. The Comnti>sions deniol ol ony appliattion """" 

U tbi3 subsection shall!» by order. 
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:ttl 

ROOISTU'UOX 01~ ( P.ltT,\IS" .U1FII~L\TF.U Pt;RSOS8 A~O 

2 esumc\\'RI11.:us 

a S>:c. 0. (o) l1 >lonll lw uulnll'lullor "")' l>•rwu, uulel!ll 

4 rrgistrrcd uutlt•r thi ~t 1<N•ticm, lo M•t\'<" Or 1tct iu uuy uf tho 

6 foUuwiug Cfl JNlritir" (or n J~t'l'iod t'Xlfftliug l'liXty dnyt : 

6 

7 

s 
9 

10 

u 

12 

1.3 

16 

Ju 

) 7 

lij 

19 

( l ) aaot uftiet·r. tlir,;·wr. II};IUWger. or im·t ... UU~:fll 

ad\"L--e:r uf ur fur 1 tt'gi .. tcl\"d ruanagt~nt ill\ ~uuent 

COmpany Or l"l"gi"H'I"'..J fR("C'-ROIOUill C~:rtifitett• l'OIIl()ftU~ ; 

(2) as dt'IK•Joilur, l tllllltllff'f, or iun .... llllt'lil Hd\i-.('r 

of or for It n•gi..,h·•·t•d unit iun~tnu .. ·nt tnu.t : 

(;}) os l'rirwipol nudt·nuitrr fur n registt'rC'd IIJlt'll• 

end Jl\.'lrlllgeuwru ill\'(• .. lnwut ('j)lupauy. rc~l'h'rf"tl 1111i1 

im·estmtJil lnbl. or rt){i-4t-rrd fu~a.moo.ut t't'rtilit111t 

c:ompany: or 

( 4) .. , a di .. tril,uwr who ulft.k:H tL.;e of tlir uUtil .. 

or tin~· m•·~lll" nr ill .. tnu•wutttlity of jntf'~rmr C'OIIIlllf'l'('tl 

10 enwagt• in Cflt• l lll~'~illf'"" of selling pc•tiodit• ))I')'IIIC'Iil 

plan l'l·rrifl,·ntt•ll, 411' "" u .. nlt· .. num for such " db-tributor. 

(b) a\U)' )fot',...UU n!lfbf\ n>gl:-tmtjon UUt)t•r tiJi._., ~(•(iQU 

(e) .\uy b( rile IJN'llfJI\S l'lltUn<"rnlcd in Fnb9ec~iun {It), 

:!;i ~wd au~~ t\llrsuu ·I 1 o. • b · r \\: -'U p l'CSNII y contempwtes beouuuug auc 

) 

) 

11 

an offictr, dift.«or, h\aUigt·r, im·r .. untm ed~r. dtJX"iilor, 

2 )Jrincipal Wld£•rwrirer. di .. uilJutnr, or Mk>qJlflu nUty 1M.' l"f'¥­

!t is•cred uudt•r thi~ S<'(·riou by tiling wirh thfl Oonuni$..iliOn eu 

4 R(•plirntion for regil!tmriuu. ~uth ll)))lli('ttliou sh111l ~.,111tnin 

~~ tutb inlomlation aud dOt"tuUt·ut'~~, in .~~ud t ronu and sueh (k­

n 'I 1•1 J 111 Co meb ptf'Rttl and affili.arrd l;e,~ous ol .suth prn-on 

1 ~ cl1t Couuni~on 1011~ ~~~ mko.. and ft1!Uiarioos ~hf b 

ll ~~~~~ or ap}ll'Oilria1(' IO tfTN1tllllt' 1ht pu~ of rbi~ 

9 tirlr. Exrept 35 hfrt'inafh•r l'm'cidtd, ' Ucl1 reJ.,ri-.tmt.ic)n ,.Ju.ll 

lO become- ciTN'tin' thiny dr~y" nlt~'r rc•(•c•ip1 ol ~ndt ''l'l•lic·ntic.m 

11 hy t1te (Jommission~ vr witlcin 11\lrl1 !illflrtt'r l..:riod of tiuu• n" 

12 the G'ommi~ion may d~u·rmint. ~\nr arutndmtnt ()f 1111 ttl"" 

\3 plicerion filtd DoC. wu~ t11a.u fi(rttD day .. aft·tr 1~ filiuJr o( 

14 •urll appli..,.tiou ,b,ll b. d.,.u...J 10 hart b.el1 fii<d •-ith .,od 

16 n..: a pan of .,.-ud•apJltic•tnit•n. .\n,\' alllC'ndmtnl of an appliea· 

16 tion fi lrd u10re th:ln fiftt"t'll d11y" af~t•r thr fi liug of ~ucl• •P"' 

17 l'lit11ti<m"lmll IN' Mt•rnl'd '' tww nJ•J•Ii(•tllinu im-oq•omtiut hy 

18 rf'ft•f'('IIC'e tht t111liUU'Itdt•d itt•lllto: Of 1i1C' l'ltrlier 1\IJ(l liNltion. 

t9 (d) Tbe Conuui~iou !1ltttl1 b~ ordl'r deny rrgi!tmti•Jn 

2() 10, or rt'\·okt or ... r-prnd tiH• no~i,.fnttiou o(, 4U applit'lnt 

21 uncl<'r tbi. .. Rt:t:ion. il rhr ('onmi.L ..... iou fin.b that ~ drni.:al 

22 ""'·Offtrion. or .su.:pe~on t.. in du• Jtnblir iute~t aod that­

23 (J) r..hc A}l)Jiicaul, \\iLhin u•n .'unJ of the i..,.-wu~ 

of such order, bn.s bccu cou,·ic;r~d of eny Celcmy or lilifo 

demeanor iJ1\'0h iJJg !lw J)UtdlfliC Ot S:t(C o£ any $e<!Urity 
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3 

7 

p 

• 
10 

11 

12 

13 

II 

15 

16 

IS 

19 

:10 

22 

or ll'i:!itlJ 001 ol dtt applic-ant'• rondnet •• •o uudl'r· 

11'riwr. brottr. dtaler. or inl's-nu:m adriiu. or u M 

aftlli.atfd iJttloOn, Mif..tDio, or tmplo.)--ee ol any iaTN-

(2) tht applitanl. •• thfl limt or tht" i...:;~nau c"(' or 

SM'h ~r. i! prnuanttlll_, or tt•mporwrily cnjointd h,f" 

ordtr, jlldl."'t.l("lll. or ~· of any N)llln ol f'OIIIptt:N 

jurist1i('liOn from at1in$r L' an uudt""'·ritt"r. brol.tr. draltr, 

or in,-Bmr-ot ad,·i_,;u, or Joi au affiHatrJ. i)CN'D, :oit~iles­

mu. 01' ttnl)ion·~ of an~ in,~Untnt t'ODlJl;\ny. bank, 

or itl'llJWu("'' t"UIHJIID,\. t•r frnm tn.l!l~n!! ia or f"((IM{. 

oing a:ny •·onclu<1 ur Jlrnt'\ino in t'OIU)f('li.oa •·iah an.' 

~ anhity Of in ~·u•m•'t1Mm ._;IIJ rll .. purcll~t'oo(' ur "lllt' 

ol a.n ~- 'ftU.rit~ ; 

'3) rltt •PI•Ik•rion .... anltndfll. omiP ..,,. mat,.,.J 

f.an f'f'(juin-d It• bt .. wNJ therein: or 

( 4 ) oh. appli"'"' ha, "illfnlly •·i<I!Jtor.J -ion 

:1<1 (b). of thi• oioJ.·. or '"'" portion of ott1ion ~>0.1 fl( 

oido· II o1 thi, 1., •hi<h i,....,rpota~ .. 11w pmn.;., 

ol ..Ud ......... :1<1 (b). 

!I (t) ~ C"fWlOM'IK'fullfm o( a pi"''<.'ffd.inl! to f!cny ~gi~ 

22: trat:ioa wKier tb~ ..,...ion ihall oprnue to J)O'tpOnt tht 

2:1 •ll...Uvr dolr of rogiw.rion ~ finol d<t....U.OO.. ol 

..... P~g. 

) 

) 

) 

1 

2 

»TILUTIONS INVOLVl&O COI>FLIC!S ~F :s:t=.>: 

stc. 10. (a) l.tter one 7ear troe Ule errecttve 

3 4a~• or thla title, no regl.at.ertd lnvestcsent co1%1pan1 

4 aba.ll bave a boar4 of 41rectora or an executtYt coo­

$ mlttee more Ulan a IDlnort tJ or the oe~ra or wbieh 

e co::alata or 

7 (1) att'111at&d periOnl or .,..,. c-nt ..:~ 

8 other thAn such res;letere4 coc::;.pa.nJ; or 

~ 

10 

11 

1.2 

(2) persor.t who regul&rlJ a.ct •• ~er, 

tnveatc.ent &4v1aer, broker, or a:-nccl~ Yndero.. 

wr1 ter or or tor such r.p ate red oocpar\1 ~ or 

&!"fUlate4 periCnl of l\lth "r110n1. 

13 (b) Z:otw1 that.,.cUng l".tbsecuon (aL eo:-. tb.a.n • 

1 4 mlnortty or the eec.bert or eucha boaJ"4 or co:zlttee 

1& ~ cc:talat. or perecns .tl.ose on11 co:non attlltauon 

16 (ex.cep't w1th such regl.at.ereil co.:::.,an1) ts nth-

17 

18 

lll 

20 

21 

22 

23 

24 

~ 

26 

'l!7 

2a 

29 

(1) an tnveataent eoopanJ tn the aame 1n· 

.,..,tac..,t co.cpar.r 111U= wlth auch reg1tttre4-

coc~: 

(2) a bank, 1! each such person waa a ceQbOr 

of such 'board or co=ut tue on the ttfecU-nt .S..tt 

of tb.la Utle; or 

(~) an tn\"ettc:t'J\t ad.•1eer reglatered I.L"'\dor 

aect.lon 204 ot tltla II of tbts Aot, lt (A) ~eb 

tnvestoent a4v1ter la enga;e4 1n no bua1C.OII 

otner ~ that or an tn•e•taent advt,er : (9) thO 

talat loa4 0!1 seeur1t111 leauc4 bJ .uch regt•'ter-t4 

coz:~pazu 4011 not exceed 1 per c:enn:.a ot the J>rl ce 

to m. publ_l c; (C) euch re:g1at.ero4 company hal no 

30 • •• not a 
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1 

2 

3 

4 

~ 

6 

7 

8 

9 

10 

ll 

12 

13 

24 

canacer other than suQb lnveataent &dvteer, and 

aucb 1nveat~ent &dviaer 4oea not receive a aanag1 • 

ment tee exceecUna: one-halt ot 1 per centum per annUQ 

ot the value ot eueh company•a net assets averaged 

over tho year or taken ao ot a det1n1te d&to 

w1t~~n the year; (D) all oxponsos o f such r eg1o­

tore4 eoop,any, excoptlng onl~· taxes a_nd 'broltcraga 

expenses, are pa14 by such lnvost~cnt adviser: and 

(S) at least one- tntrd ot the =egbcr s or tho board 

ot cUroctora and ot the executive com:Llttee or 
euch registered oocpany arc poraons other than 

auoh 1nveatocnt advleer or Atf111ated persone ot 

cuoh lnvostoent adv1eor. 

14 (e) After one year from tho effective date of thl 

15 tltle, no registered 1nva1taent cocpany shall have aa 

16 dlrector &n1 person who 11 an lnvea;cent banker, a 

1? broker, or an att1ltatc4 peraon or an 1nvestoent b•~\er 

18 or broker, 1r ~~ch peraon 11 a dlrcctor, of~tcer, or 

19 mAnagor or an l nvc&tmcnt company which la not tn tho 

aamc lnveetoent company ayatom •lth such regtatercd 

eompany . 

(4) After one year froc tho ofrcct1ve date of 

23 thlo t itle, 1 t ohall be unlA•tul t or any ot tho tollo•-

24 1ng peraona to serve or act aa l nveataent otrt cor or 

28 IIAn&gor or A regtatered lnveatment cocp&nJt 

26 (1) any otflcor or aanager of an !nvoataont 

27 compPny whlcb 1a not ln the ance 1nveat~ent COD· 

28 pony systec with auoh rog1ot oro4 company; 

29 (2) any direct or or otf1cer o f a bank •ho 

1 

2 

3 

!.-. 

ttil'1'<fnr or olf~<tr of mclt ~"•rtd rompo.ny on tb. 

tlf4'<ti>o d.te or this title: 

( :} ) 1tuy IJ\'I'SUll wltu rrgul~~rl,\ IH''h 111t broker for 

l"ttdt rcgi~t(' J"('d ('(JIIIJ.Inll)'; 

(.a) j£ 1'-Ut")l ~giq..r•fd (IUIItJlnU~' ill Oil () )1("tl -4"rl.fl 

Jnllut•g<•Jn('Ut iu\'estmeUt ('OO)f!IU~', IU~ JITia.KiJ-111 uuder­

writtr rhtrtfor: or 

!) Xo J)rO\l•iOII nr tiJi .. ~u.Jket1iou .. futllltt.• t·on .. tntt..1 ltl .,rohilait 

10 ll JK'n>tm (rum !o<'ning or Jt<'lin,~r n.. in\'~tmtul offit-tr, 

ll lllllllfl~l'f, IJrukt l'. Ill' 1JfiUciJll') Ullllfi'Wril&'r of Ill' £ttr lUI iun•!tt­

l!! IH£'111 ('4.111\)NIIty. 1nrn•ly bt•(•nu~.t· "'llrh l"'~n. th()ugh uN a 

J!l II.,.IU'.It''' of Bn~· odl('r iuv~nK"ttl ('OIUJ~u~·· j .. on iu,'b"tuleut 

14: tuh·i~rr .,r 1mochrr ..udt co-ruJIIIlny. 

15 

16 i1 :--hnll hr un]11 wful for :any tliN>(1or nr offit't'r uf A rrgi .. tertd 

17 iii\'C'.,IIlll'l11 C't•lliJ)lUIY to S<'r\'f' ur •IC'I ""' tJjl't'(•ltJJ' Of uifit't'r of 

18 1111 j .. ~ IH'I' ~u~~· 0111 .. t:1ndiug s-<'t.·urity <,£ wlti~·h i• uwucd l1y such 

19 ""~ri .. u·l\'d ("iliUJJ•nr~ i!-

20 (I) •ueb n-gi.•t....,..J rompon) o-n· .... IIIAII i; I"'" 

21 ('("fflum \)( tht oat:-lADding 1'0li:n~ ~ariti~ of qtth iJ.-

22 

23 

24 

t.ner: or 

(2) sudJ dlrte~Or Of offiN"r j~ ftn in\'("tfn)tDI hanktr. 

n •••• ,.d nPI'$0'11 or nu in\'t$1Ulelll bllnker 
" broktr, or nn n 1u r~ 

or brokor. 
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2(1 

1 (I) 11 shall 1M' omlowful lor ftll). dil't'tlor or olli<ltr of 1 

2 res.ri .. rercrl inn."StiH<"nt i't)lllpnny. or tmy inv-e!'rm~m lmnk{'r 

8 ur hmker of wbieh sut~h u director ur oflicer is :m onlli1Hrd 

4 ]ti-'1"1111, IU ~t'T\"C' Of 81'1 (I~ )•riul'ipnl 1U1(1E>rwritt•r (or Any il<t..~ll('f 

5 11( W)lit'll !<U('il 1'\"'~i~Wfl'd C'tHIIJ'Il11_\' VWilil IHOI"t tluan 0 11(1•Jiftlf 

6 •• r t J:M:r N'nnwt of auy c•tn ... c of ~-eeuitit5' oot~tandiur. 

7 

8 ••T oCberwi.._~ Ml'(JUirt' ftll,\ "("i,_lrily A principal undt•rn·ritrr Of 

9 \\lli<'h i.!' o dirct·wr. ullh'f'r. or mtnmger of sucb COiliJ>ftn~· . or 

10 i~ 1ut inn~1uwu1 l~111hr t•r brukC'r vr whicl1 suclt n dirtc·IM, 

12 

13 

H 

15 

16 

17 

18 

(I) in ft(trqniriug .. twh 't'<'ttriry s.t t<•h rcgi>ltei"NN C'ftlll· 

1t10y i ... it'('U acting ""' a priudpal uod('rwrirtr for thr 

j .... urr: or 

(2) .uoh ••••uril) ,.,,. fil'>l offered 10 oh• publir by 

1lu· j.,.,utr or liy or rhrm•~th nn uudenYri1er more thrtn 

••It!.' ·'' f'11r (lrior 10 ~tu•ll nt~ luis.ili<•u. 

{h) ,\ny J'('e.,ipr•wu) ttrf:tll,l{t'IU('Itl for thf' JUU(~(' Of 

19 nadin,l[ tlu• rm,·i.fiurh n( ~>llh-.('(1iou (d) or (f) sbt~IJ ht 

20 •!t>emttl • ,;oL.,rion of rhi .. lit~ b.'· the pt'~Jh 4."'mn'111td, 

21 nntl if ,mof:• arrnngtlllf'lll a .. L.no" 11 to the regi.~urtd iU\·t--1· 

22 lllt'IH I'UIH(~UI,\ l'"ORrtruC'd, fl \'ioLIIiQia or thi .. titl~ by "'U(•b 

23 C"HII)•lln_v. 

(i) In !be en.,. of 11 regiSlcrtd managemeno iowe,loncno 

25 <"'WJ.t:Ul." whiclJ is an uuiiU.'Oq;onuetl company 001 hn,Ting 

1 • OO.rd or diren:or.t. thf' pro,·i .. jon_~ ul d.i ... <ertion. in .. h'ftd 

2 of npplying to surh C..'()JII()tln,\ nud Affili:ah·tl J~t•N•n .. tlt,•rt~nf, 

3 !ihnll 1l() )J I~· · reSp4'tlive•J~· , Hi {'\'t•ry ~~l'l"'"'itur ftr IUIUUtlt"f'r It( 

4 t~urh c>rtlUIJ»Hiy· aud w nnili~tWtl lil'I'Ou .. ,,r .. m·h dr l"'""'i111r "'' 

5 mnnager. 

6 

? 

8 a r.·g~t(•rf"d iO\•t--nn~nr '-"'t•UtJiftll) •l'l-"t'l11i7e·d •m ••r afiH llnl'f"h 

9 I, lfl..tO. lO Stn·e or tU1 n .. rlir•·f•lur, ••flic'f'r. tu:ml"t~'t"r. i i•W"I· 

10 ttlf'lll auh·i.J«:•r. depu:-.itnr. trUI'U'''• ul' Jirilu'i)'nl umlt•rwrih·r ••f 

l1 nr ft•r .. lie•lt (.'(Jmp1tny, if witl1it1 fh·,• .'.''~~~"" '"lll'h l"' .... un. r1r 1111) 

12· (...-'IIIJ"IIUI) of "·lticb .. tu·h JW'"''" \\fl .. 1lwu nu nftiliau•d 1"'"11"· 

13 Ito" 1.M."f'U a promottr of auHiht·t iun ... llut·rn ('(•tuJany. 

(h) h ~ball be •mlnw"fnl fur aU) J•nntaou.•r of " noW-

1~ u_•rtd ill"l'$lllltl11 ('OUIJ"InU~ nrf,.l'ftlliJI'f( 1111 or llftl'T lf:an~l l, 

lG 1 Q-40. co l'-ene nr n('f 11 .. ilw'·"llllt'lll a\ih·i .. ~·r ,,( •'r l'rilll'il)lll 

17 undrr"·rit(•r (or ~ue'l1 f't •HIJ'>IIl) if tH tht• ~>(IIIW 1inw o.u~·h Jlt'r• 

18 t-UII, ur llU.,V COIIIJ'HIIY 11f \\ ltidt ... udt JH' ..... toll i~ :lll nfliJint~d 

19 Jlt~n. is M.'l'\;ng or aHiu;: "" fJffif1'f. tn.,ntH!"l'f. iun ... ttnt·m 

20 ftd,·i-.tr. de~tor. nr prindJ"'1 uud(•ru ritt·r of or for anothtr 

21 ~"H"f\-d hl\'tSllDtnt COIIiJlCiiD~·· 

Z! (c) ~o reJ,.ti"'lrrt>d iu''f• .. flltt•ut tMilflftn~· (other than " 

23 fnc..'<'·nmount eenificnre t1JH1Jitlll)) .. bttll i, .... ue any .. ecurit~ 

2Jt (other lhnn sborH enn Jll\1)('1') rellre .. (lutiu.g nn imcort .. l iu 

26 br elaina ngnin~l onJ,,· e cln!-"1 of lht i~uL•r' ~ a ... ..ecoo, unless ,.lwh 

Regraded Uclassified



tl•~ or·~·~ q_ot tn"fftt-d. and .. rc'U.Jiti~ rep~rnting iatr~t ... 

2 t•:cdush·ely in or d.~,im .. t-:ccht~ in•ly ttgoin~t Sta('b d11S:s wtre 

~ ollr rcd nnd sold 10 1hr public· priur 10 lfnrch I, 1!140, 

4 (d) l"pon npplicntion h ,l' 11 n·~i,tc•red invoslmem rom-

:; pany, or hy a promotrr 11r n ,.,,~ri .. l('rcd itw<~hnent OOmJ:mu~· 

f1 or of' a proJl'OSC'(I ill\'l'l'>hntlll t .. tiU)).'\Jty. the Commi.~ion "haJJ 

"; by order oondiliooally or unc.•oudirlonally txempt "'uch ecun. 

~ pe.ny or promottr (rom ft pnw~ .. ion or pro\'ision.'l or tbi ... 

n 8ertion, ir lhe (\umui .. ~iuu fin\)~ lhut such txemptitlll f, 

10 eou!isrent with tlw Jllll')t.•"''<~: flf 1hl" titlr. I n oon11idcring 

11 5uch OJlplieotiou 1lw (',nulni ..... iuu :-hnll gh·e due wrighl to 

t~ the 4lf'lPtHizat10ti and pnW1h't'" ur the t'0111J)UUY ('(Hl('('mttd, 1he 

1~ hi-.tory and PFftC'Ii<'f" ur auy pwmoler ('()Oteroed. the hi~tor~· 

ll and prun~ of tl1t iu\'t-ollut•nt c·mupauit~ with which qttb 

l:l pn1moter bas bftu a,,..,. ... inrt·d. nud tht ~bilit)· thnt cbt 

lG ~tllutiug or mdt npplirnliuu will .. uhjt1Ct :ouch rompony or 

11 J)rvnh•t<·r to oonflirling dnlit"'l (l f interests. 

18 n·~C''I' IC)S~ ()f.' IS\'1~"-1'\If\~T t 'C)\11 '.\~U·:S; FORi\tATIO!' OF 

~>r- 1~. (a) h •holl ,.., unl•mnl lor ,.,,~- ,...jti<tertd 

i1w~~nt rompen~·-

C 1) to pun~lut ... t An,\' F{'euriry on rnA rain or tmlit 

(cxrepl ~urh FhOn•lt•nfl 1•n•dit~. llCt"CS."tU')' (or the C'lcar.­

AilCC or 1 mnlitWiic\ut., 1\'1 I he Commission mny defiignale 

by nd~ 1Wd rrj.,,.latious or ordtr) ; 

:• 

,, 
7 

IJ 

10 

II 

12 

(2) to l"'rliri!J01t on • joint Of a join1 and <tvtral 

bnsi.s in any rradin~ ttt·rount iu tcruritlt.!: 

(a) W C'lfe.·t ll .l> JiOn ;tilt' O( nn,\· ~(-'4!Urit.\'1 in 1'011~ 

tmveotion of suth ndrs nnd rt.•gultllii•U'II 11.s tl•c ('tU IUlli <~a 

sion muy pre<oeril~t• 011 Ut'\'f',..,.~ or Al))'tolniJUf' iu lhto 

puhlir im~t or ror tlw JlfOit'('tWn of im·t~ont; ur 

(4) to ac.11 .. A ,),,..lc_·r in or di .. uihutor of ~1ri1i...., 

or 1\'bit•h it ~ the- t_, .. ul'r, in ('UIIIml'tllfitHI nf Mfl·b nd1·~ 

naHl rtgnlnsion~ "..; tltt' (•mmht~'~iou nm.y t>re'-4'ril~ u ... 

UCl'ehllflfY or rq1pru1•ritU~· in tht\ publit• i11tl·n~!j!l or fur 

the prott"<:tiou of iun'2iwn.. 

(b) 11 shaD he unla\\IUI lor ony di<ernlio•d i"''"'""'"' 
):\ Nmpanr to ac.1 h Jmdt-r·""'rittr. \\ht·nc_o,·er th~ amcxuu of it-. 

14. out .. landffi¥ uodt>rnTitinlt ronunitnwul'-'. pJtL.,_ lM \"'I_IUt of il~ 

]:'; in\'f"!!tulttll• in ..(>('tlrilit.., r)lllf'r cl11m 11\ftrk:M:aMe ~ariti,.... 

l fl nnd iu !!tl11riti~ of i ..... ut'n- hf whit•11 it 0"11" morr l111111 ~ 

l7 J.K'I' (X•Jlllll ll of IHI)' c•lJt"'l> ul ;o&h Urilh'" OUI~IImding. t•X('l"t'tllll 

l li tb per ceuhuu of the ,·nfur nf i1~ ttHitl nssttot. 

19 (c) li .. )tall be unlAwful rur an~· n~gi .. rtn.od i rl\'f' .. lll'€'111 

20 company to purc:ba.,. or ochN·wi .. t at-quirt auy <('ltUrit:y j-. .. ued 

2 t by, or any ocbtr intt~ in tht l~in~ ~~ 

2'2 ( t ) any othtr ilw~IUK·IIC ('UUip!IU~\ txt'tpt (.\ ) iu 

conntction with ft lliiiU ur rtorgunlmtion or oO'tr of 

excbangC' for wbieh " dt'clontliou j .. (•fTE'tlh·e nuder ~, .. 

tion 26, or (B) wilh 1l1c 1""""'-..U of I"'Y'""'"' "" 
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.. 

7 

!I 

11 

12 

so 
periodic peymMl plio ttnllic:al.,.. pursuant 10 th• ttnn.. 

O( the lrnst indeiUUI'l) Ulldtr \\'bieh SUch ctnifial( .. a"' 

i~ued i or 

( 2) nny peNOII who ;, n broker, denier. under· 

person i< a CO'J>OnlliOn oil ol tilt OUtstanding Set•urilie­

ol wbicla (orh•r 1hon •hoM·It•nn peper) •r•. or al1or 

t!.ucb a.cqui~ition will be, uwued b~· such regi_qered OOIU· 

pony; :md (R) tltr hu.,.ine~ o£ tiUl'b person i~ ooufined 10 

tt Cti\'itie~ in whidt suC'h rcgi:-t('rcd compouy it.sl•l£ muy 

lawlull~· CUb"'!:''· 

('11 .• \SOI:ti IN I.S\'~'T'l1£ST J'>OUC\' 

Sw. 13. I•) ~o rcgi<tercd dh·et>ified in,·e-rmem com· 

pcu1~· ~haJJ b«omt n ~curiri~ rmdiog rompaoy or :w<:1ui1it't 

1;, filllln~ compltn~·. tmlt"-"' !'Ud.t chaugt is authorized b.\' lbt 

11. \'l)CC o£ 8 majMily or itS mlt .. llllldiug voring SCCtltitif!S. 

li (b) Xo regi.l'I (•I'C...l in\'4'1-fii iCIII company ~h111l chn nge nuy 

lb ruudlllllt'llln) iun•Shllf'rll fit IIIIHUigt'lll(lnl poliey Ull l4'.to..il ('ilrh 

liJ "HcL t•hrmg(' iii authorizt-;l by tLe \'Ole of a majority of it• 

:JII um .. tanding ,·ming "('(11ritiM. ·na(• Commi~ion, by nal~ and 

:!I rrgnL'Iions or onlcr. -la.ll de-igtaote those in,·c.unran •nd 

:!'.! ltlAJWgemt'ut potid~ whic.·b nrc (uuW.meotal, ghring dut 

:!i wt•igbr, among otlwr thiu.r, ru the repr~entatious mode iu 

:! I II" 
"'t! 111g the outshmdiug sN•urilies or the company or com-

~ • d l ptLules concenw • ro 1 1c rcptt.'~Cntations made in their rC!I iJ-

\ ~ 

~ 

a 

4 

~ 

u 
1 

ll 

tl 

10 

II 

l:l 

):\ 

1l 

t:; 

JO 

31 

lration 'lett-ment. .. and rtporb filrcl •mdtr ah~ ridr and in 

their n'IMlrt~ to ~t·ruriJ~· boklt~. to thr hi~OI')' of tbtir in,·~t­

meut lind man3,p;l'rinl politifl'l!, nud tutl•dr linaneUtl eonditiou. 

!$1Zf-': OV 1!\\'f-~T)IHS'I' C'U)I I ',\~l&-:1 

StX'. 14. (o) ~0 n·gi .. lt-r1od inw .... th'll'll l NHIIJ\IlUY or r•rin­

l'iJ•ttl uud(lrwrilcr abtr,·fur .. haJJ ... dl lUI) -..'<;:uit~ <•f w1tK~1 

such ('()UlJlftUY k. thr i .... IIH' (udttr dum ~un-tt'11u ptJM>r). 

;r !'lU-ll COIIlpclD~· h~ ... nr upota '""''1'1•·1in~t .. utb ~It" will lt."'' , •• 

IOtttlnSM't! che wtlut' of" hid1 r:<f'\'t'd, tbt following ••w.:<ii•.N': 

( l ) iJ , u th tOJU()IillY j, *' din:Nitit>ll i iWI.";,UllNII 

l'{I III{~UI)' or n nnil i n \'t'II1Ull'llt tnt.;1. Sl50.000.0£"): 

(:?) lf ~uC'h C'1'ttl[Ntn) i" 1, M.·l'uriti~~ 1mding ur JO('t"ll· 

ritiec- fillftn('(" C"'mptuy. 87 :,,nou.uoo: 
i'" I (AC"'t"-'.IUOU:ru (f'ni~lt 

(3) il ,uda '""'"""~ 

rompru>~'· S21)o.).OOO.Ollt). 

r I • (a) ,bftll u•ll •1>1'1)" (b) 1'bt tm,,; .. im•~ o .. u '"l't1ti•U 

17 lo-

18 

10 

20 

21 

10 an oRe:r required by 
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an.'· IUJe. ""t'lion ur ordt'r of the CommL~ion under 

(>tll'81(nlph l!r o( ,('(·lion 10 (n). 

(c) No prn1ou who rf'k'lllurly ~crn~s or ACflil ns mAnugu 

Or iU\'l~-1 1 ilr111 ttch-j. .. ,.,. Of It l't•,rj .. ((•rf't) iH\'C:-'tliiC'Il( L'(li11JlUII\' '. 
:\ uud no nflilinh·d J K'I~I ~II or ... u('!l II II{'M.lU, :-.lutll ('1114.'1' iuto. 

6 ~new. or t'Ofl"('UI IU thC' rt•II('WRI flf. itll~' l'OIIIOIM 10 rt"C't•i\t 

7 n•wuntnaciHo (or .... rvin,;r ur nrtin~ "" m.1n.1gtr or iJJ,~IIutul 

~ nd,·i•f'T of llROih('f im·f'llllf'lll t~lfiiJlftlly. if thr \'lhlf' of lhf 

tt t'tiHibiuNl IOloll 11 .... ,.( .. uf "'1t'11 i'hUlf•uuit'fl ~xt·t•rd~ tltr ful· 

1U lowin~ 1nnximn: 

II 

12 

( l ) if citlH'r ••f .. nc•l• l't•IIIJI.Ituir.o: is: n s•·ruritif'~t ti'IHl· 

ing Or q.,rtllitil•.: finllll{'(' ,'OIUJliUiy. $73.{)()(),000: 

(2) if btolh .. udt c"m1p mif' art fo~mount n·r· 

tlfu.·tut rocu1tani"". ,:..:.~tt•.uuo.Ot.M•: 

(3) undt"r •"•·'· •·in"tuu .. tnrwe .. otlwr tl:um tb~ dt• .. c•lihNI 

in pnn•J!'TUI'k' I I) '""I (~). 81!;(),000.000. 

17 (d) ~tJ 1'\•gi .. u·r•·d ill''•'"'tllwlll ('OitlJ)any orgnuizt•d nfu•r 

Ill llurd• I. UJ~O. nud no t•ri•ll'i l-.1 uutl~niTirer for otwh • 

t 9 !'OIUIJall)', shall make • Jmblil' olft•riug or Set'Urities ol "bieh 

:!0 I sue 1 <'Ompauy i;;; Utt j .. .,urr. unless-

:!1 
(I l •••~• "''"I"") lw• • net worth ol ar '-' 

8100,000: or 

(2) suo·h O<>rH J~"'Y lui~ pl'CI'iously made • pubtic 

olirring of if~ !-lceurilir~, 1U1ll nl tl.tc Lime of such oiTcriug 

bnd • llel worth or., , •• ,, 8100,000. 

·• 

( 

( 

2 

s 
mm£11\VIUTISO CO:<TIL\CTS 

Sm. 16. (a) Alter Otto yeor lroru tbe ell«th.., date ol 

4 ibis till<, it sl10ll be m>t.wlul for ony f>C"on regularly lo 

G aon·e or ocl us offieer, dir('f'tor. IHiinngcr, iu,·cs-unent nth•iscr, 

6 or tmplo~·oo or an.v noginertd in\'ffi mt•nl company. unless 

7 sueb ptrtOD's oomptnMtion from Math t·ompnny Ui de~.er--

8 mined on one or mort o( rbt follo•·illlt bL..._ and no orb•r: 

9 

10 

ll 

12 

18 

H 

15 

18 

17 

( I ) a definire -um of n10ne) ~ ,<tor, monrb. or 

otbu definite period; 

(2) • sum or mmwy rtpl'ffi'uting • definirc pcr­

'oont.ngc of such eomrmny'~ itiCQtnc rroru iuteres:1 rtnd 

dividends during • definir~ t><'riod; or 

(3) a 0111D or mone.1• l'l'JII'N'IIIiug 8 definite ptr­

CI!Diftge of !he \"'l]n~ of lht Uti ... ~. Ol such COillJlllft)' U 

of a definitt date or •••rogtd ov<r • d•finite period. 

(b) After one year lrom the •ITe<ti•e dote of thii 

18 title it ab~ll be aoln\\oful lor ttny person regulorly to serve 

19 or act as mtrOOger or invesHntnL nd,·i.str of B registered 

20 investn.lent C()JJ)paoy, extcpl 1rllrl-Uill11 w A written conlntC'I 

21 with •orb company. awrovrd by rbt •·ote ol a majoriry 

22 of the out>~andiog' voting .....,,,;,i.-. of iOCh roruJlllD)., v.-bieb 

23 cootnet-

:u ( 1) prt'<'is.l) dt~Mibt"' •II <OIIll"'"'"''ioo ro I><> 

25 J)(t.id tltereunder; 

J,216Bb2-S 
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1 (2) by ita tenm upires not later than two y..,. 

2 from the date of it.o ex....,tion, and is rene...,.ble tloere-

8 after only by the speeilic approval anooally of the boerd 

t of directors or the lct'IJI'ity holders of such registered 

5 company; 

6 (3) provides, in aubslnuoo, thnt it may be tcmoi· 

7 uated AI any time, without the payment of any penalty, 

8 by the boerd of dil'fCW"' of ouch registered rompaoy 

9 or by vote of a majority of the outsranding voting aeeu-

JO rities of such company ou uot more tbnu •ixty d•yt' 

11 wriuen notice to 1he mnnoger or jn,·estmcnt nclvis~r; and 

12 (4) provides, in •ubstOJJcc, lor its nuton~otio ICI' 

13 miontioo in tbe el'elll ol its nssigument Or attempted 

1t assigumeut by the '""'"'ll" or invemnent ad•>iser. 

15 (c) Alter one year from the efiecth·e date of thiJ tit It, 

16 it sbaJI be unla"iul lor any principal underwriter for a rep 

17 tered open-end rnnMgrment ill\'CStmcnt company or regis-

18 tcred unit iuvesunent InUit to offer lor sale, sell, or deliver 

19 niter sale any sccttrity of which such oompany is the issuer, 

20 except pursuant to a wriucn oontracl with such oompauy 

21 which-

22 ( 1) by iu tcnns expires not later than one year 

from the date of its execution, and is renewable then>­

after only by the >ll<'cific nJlprovnl ~tnnuuUy of the boord 

( 

( 

1 of direetoa or of tho aecarity boldors o1 such rogisttred 

2 company; and 

a (2) provides, in tubstance, for its automatic tet· 

' ruination in tho C\•Cnt Of its nssigtuncnt or &UCtnpttd 

5 wignment by •uch underwriter. 

6 (d) It shall be unlAwful for ony registered investment 

't OOmpaoy bA•mg a board Of di ..... orw to COler into Or perfoml 

8 any oontract or agreemeno. written or ol'1ll. wbtreb~· a peroon 

9 WJdtrtakes ngularly to JfM"e or au I! lllftDAger, in\"~tmtnt 

10 adviser, underwriter, or brobr for sucb company, unless thf' 

ll terms of such oontrncl or agreement bavc been nppro"ed hy 

12 a majority of such director~~, exclu!!h•c or nny director who 

13 iJ him1<11l a party to 111ch oontmct or ngre<meut or wbo h 

14 an affiliated person of such a party. 

IS (e) If any registtred in<estment company, or any eom-

16 pony controlled by or undtr common oontrol with sodo a 

17 oompaoy, is serving or acting, or proposes to sen·e or ft(j, 

18 as manager or investment nd,·i.scr b£ auolhcr company or 

19 . comprmies in the srunf" iu\'('tlm(lnf t'Oin()AO)' syr;tem with 

20 •uch rrgistered company, til• Coomnission •hall re<auirc, by 

21 1nch roles and regulatiODJ or orders •• it linda n.....,..ry or 

22 appropriate in the poblie inttrut or lor tbe protection ol 

23 in•eston, that such managtr or investment ad\'istr .. rve such 

2-1 other eompan~· or compllni(" at con, ""d that mcb cost be 
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1 equila bly allocated be!WHD and among such "'gislered COIII-

2 pany and such other company or companies. 

8 

• 
(l}JANOP.!l IN 110.\HIJ OP DUIECI'ORS 

SEO. 16. No pcn<on abnll serve as di~or of a rep 

6 tered investment oompony 1111l•$t Glcetcd to that office by 

6 the holde"' of the ourstooding ' 'Otiog srouritios of web oom­

J Jl"'l~·, at the annual or a special meeting of such ~rity 

8 holders duly called for that 110rpose; exeept that ""at.ncies 

9 oceurriog between 111<h m .. tinga, not exceeding in tba 

10 aggregate on<Hhird of doe whole number of lbe board of 

11 directors, may be filled in nny otherwise legalllliUIJler. 

1Z "ri!AN8ACTION8 OF Ol~I!T.-I IN A}'IIJI,!ATF.I> PKRIIONS AN1> 

18 VND&UWitJTEilS 

Soo. 17. (a) It shall be unlawful for any aJr~iAted 

15 penon of or princi)llll wodmrriter for a registertd in'"""' 

16 lll<'nl company, or any affiliated person of Slleb a penon or 

17 underwriter, acting u principal-

18 

19 

20 

21 

22 

23 

~· 

(1) knowingly to sell any security or other prop­

erty to web registered oompooy or an affiliated compMy 

thereof (unless such 10le ooruists solely of (A) the 

redemption ol l'td~uJOble ...._,.rilles by their iiiuer, or 

(B) the depooit ol """rities with the trnil~!e of a rum 
investment tnllt or 1~riodic jlft~"lllertt plan by tbt ~ 

llt>.•iwr thereof) ; 

(:?) kuowiugl) tu 1Jur('h1U!4! from such rcgis1ercd 

) 

) 

( 

( 

1 

t 

a 

' 
6 

• 
:t 
8 

9 

10 

11 

1t 

18 

u 

11 

;J..! 

;11, 

37 

_,pany or any alliliat<'d company the...ol ""Y ....,,;!¥ 

or other property (tx~l• f<C>IritiiS of which the ..rt.r 
it l.be ~r); 

(3) to borrow money or O!Mr property from ••'* 
registered OOIDI"IIlY or oro ~Oillnted company l.boreof 

(unless Uoe borrower it conlrolled by the lender) ; or 

(4) to effe('t OIQ' lnUJMelion W 11·hich IIIICh rtgU• 

tuecl company or an affiliated company l.beroof is a joi• 

or a joint and .. nnl participant wil.b such penon. und.,_ 

writer, or affiliated penJOn, ln oontr&Yenti.oo or such nalee 

and regulotioos OJ the Conunis&iou may pmcribe for 

tbc purpose of (A) limiting or pre1•~uling porticipelioo 

by such company on a bOlli$ dill•"'nt from or 1011 ati­

'"I.Dtageoos than that of aueh ol.ber participant, and 

(B) proletting the indepeodtnt in<-eJJI and ..,.,. 

gerial j11dgment olsodl <Ompany. 

(b) 1\"ot,.itbstaruling su-tion (a), a company which 

18. oontrols or is controlled by a "'gi•IA!red investment company 

;II. or which, will• such rrboisoorecl coon1•any, is under the oom­

~ moo control of another oompeoy, rnay file with the Oom-

11. miuio.o an applicAtion lor an order txtmpling a proposed 

21 tranuction ol the applicant from oue or 1110n provisio111 

• of that snb!!eelion. The Commission lhall gm>t such appli­

tl ealioo and issue such order of eumplioo if il finds tha~ 

• ( 1) the terms o.l tho proposed tllJUOGiioo, includ· 
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l 

2 

8 

' 
G 

6 

1. 
8 

II 

10 

88 

ing the consideration to be paid or re<:eived, are l'taloo­

ablo and lair and do nol invoh•e o•·ernadting on the 

pert or any ~rson concerned; 

(2) the propoal!d transaction is consistent with tbe 

investment and monagcmtnl policies or each registered 

investment company ooncomed as recited in irt reg;.. 

lnltion statement and rt)}()rtll filed under this title; ana 

(3) the propoaed transaction is oonmtent with the 

JllllPOSOS ol this title. 

(c) :Xotwithstauding •nlR<.iion (a). a person may 

11 stll 1urrclutudbc in 1hc ordinary course of business ro tt.ny 

12 "Uilhued ootnpnny or 1t l'(•giBtcn•d iuvtostment comp11uy lf 

13 •ucll affiliated company is not itsetll an invesunent oompany. 

H (d) It sbalJ be unlawlul lor llDY affiliated person or a 

1$ registered in~nt oomJ».Dy, or any affiliated person ol 

16 such a peJSOD-

17 

18 

19 

20 

22 

23 

24 

(1) acting •• •gout, to aC<Jept from •ny source 

ony oompcn~atiou (other thnn a regular salary or wuges 

from such registered COliiJlllll)' ) lor the pnrchaw or talc of 

any propertY to or for sucb registered compeny or rut) 

affiliated compeny tbcrrof, except in the ooUJ"Se or such 

persoo's bus:ints~ as an unde:rwrittr or broker: or 

(2) acting as broker, to sell any security to or 

lor such regislered company or any affiliated compeny 

thcrool. if snell J>C1'80n reotivcs from any SGuroo a oom· 

) ( 

) c 

) ( 

1 

I 

• 
' 
G 

miloion, lee, or other remuneration for elfecting suc:h 

tran.<adion which txeeedi tht umaJ and mstomary 

broker's OOOIDli>.ion lor rlftctiug mnilar -tsiolll 

on a DAtional securities oxchauge. 

(e) Al>y gross misronduct or groos abWio of trusl in 

8 respi>CI of a regisrcrcd in••esrmeut oomplllly, oo tho pert ol 

'I any peraon registered under otaion 9 as au affiliated penon 

8 ol or principal underwriter lor oud> oompony, shall b6 

9 unlawful. 

10 

ll it shall be W1L1wlul for rho cborter, C<nifieate ol inoorpo­

J2 ration, art icles of li!S!ociation, bylaws, or tnJst indt'nture of 

ta any registered in•·esrment oomplluy, fur any eu>ployment, 

H, managemtnt, underwriting, or Lrokt,.ge oonlr&ct or agree-

15 ment 10 ..-bich such a rouoJ».DY is 1 Jlllty, or lor any other 

18 inwument pwsuant to •<hich IUch • company is organioecl 

11 or adm.inistered, to concoin any ,,ro,·bion wbi~ 

18 

19 

20 

21 

( 1) authorizes, ur purporu lO auLhorUe, the vi&­

lntiun or llDY provis-iou of this ti11e or of any rule, regu· 

lation, or orde.r hereund~r; or 

(2) rctie>·es, or purpon• lO relie<e, auy affitiared 

penon ol or princ:ipel underwrittr lor suc:h company 

from any druy or tiabiGty to IUcb rom pony or the­

rity holders the...ol to wbicb aucb penon or uuderwritn 

would otherwise b& mbjtcl. 
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<10 

1 (g) The Conunis.ioo i~ outhorUed to require, by rub 

2 and regubtioos or order in lhe public interest or for lhe prt>-

3 teet ion of inn•sto.-

' 
G 

6 

7 

8 

9 

tO 

II 

12 

( 1) that securities and other investment• of & rllC­

istcred mtul8gomont i•wcstntcot oompony be Jllnood In 

the custody or 80 institution having lhe qualifications rl)­

quircd by P""'gr'ftJ'h ( t) of section 26 (a) for tlte 

trustees of unit in,·mmcut trusts: &nd 

(2) that any peliOn or class of pcn10m reguw~l 

under section 9 be I'C(tnired to be bonded by a repntAbk 

tidclit)~ in.s.nnmt-e l'Oil11.muy iu ~uth minilnum amoun~ 

llS the Commil'fliou nmy prescribe. 

13 (h) E¥ery ]>Crson registered under section 9 as • dit-

14 tributor~ periodic )lll~1llflll plan Clertilicates sbaU be iub~, 
16 in hb transaetions witlt the issuer of such cenifiones, to the 

16 "'""' duties and liabilitieo u tb- imposed b~· tbis section 

17 UJlOu oJliliated persons of registered in•·estment oompnnies io 

18 their r·nuwetious \\'ilh tuch companies. 

19 

20 

OA.PITAL 61'HU0T0Jl>; 

Sro. 18. (•) It •ball oo wtlawlu.l for any r~gistcred 

21 • management m"restment. company to issue ao~f 5te~trity 

(other lh&n sbon·tenn )lllper or periodic )lllyment pl8n C't<-

23 tificata), or to ~u any &ncb security of which it is the 

2-1 Wn.er, unless SU~b ICCUrit)~ 

(I) is n common stock. or if such comp~ny is an 

) ( 

) c 

) ( 

1 

2 

a 

• 
G 

6 

7 

8 

9 

10 

Jl 

12 

13 

H 

15 

4t 

uninoorpo,..ted «~npo.oy OI111Util!('<! prior to .llarclt 1, 

194.0, is a teeu.rity ha'ing mlNanti.all~· the saute inft. 

dents 13 the oommon <tork ol a rorponuion; 

(2) bas no preference a• to distribution or di•i· 

clcnds on·r uny ont~ttmding M'curity or Jotttch c.'Omp1wy; 

(3) is a \'CUing ~cturi1y, nm11uu: t"~l lilll votiug riglu ~ 

witb e,·ery YOting soouri1y {)( surb oon&f\l'ny issuf'd .. inN" 

tbe cllooti« datt of tho titlt: and 

(4) if 1101 • redft'onablt ••a.uit). t•I....,JY pro,i"'"­

tbat the holdtr thereof ·hall bt ~h·en a n....,ooabk Oil.-· 

tU.Dityt with <Hher boldC·I'j Of lliC ('OUIJ'l' ll,\' • :!> \'oting H!t'Uri­

tiCS, L<t subscriho for am1 J>Urelu•~ nuJably any "'1ting 

wanritics which Lhr oompnny wny dU'ret,rtcr is~w. hr· 

fore such iK'UI'ilics aro so1c1 10 tmy Olher pcnoon or 

persons. 

)8 lf l!llch ooru)lllny is an nnioCIJ()lOroted oompeny Ofl!llnized 

17 prior to :Uarcb 1. 1940, obc Conuni ... ioo <ball de;igmtte, by 

18 ntletJ tUUI regulotiouJt or order &n tht• lMJhlic iau.erest oorl ror 

19 che wot(l(.>tion of in\'f'.§tOtit, IIIO$C iueideut <~ whicll snell acc1u .. 

20 ity mu.tt ba,·e in order .-ubilitlltlaUy to l'Omply "'ilb cbc 

21 rcquiremenis of this ;.ub•cction. 

22 (b) 1'be proruions ol pers«"'pb! (I) ,.od (2) ol "cb-

2:1 sectiOA (a) sbsll 001 apply to tbe ~- or ~ of • 

•• f __ , .... ial otoek if tbe ouls Other outstllnding tlas& 
~ prt e.rn.:u or r--

~ of the issuer's equity seeuritil'll con•im of • roliiJl\on ,toek 
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" 
1 upon "ilicll DO dh•idend (olhrr than~ liquidating dividend) 

3 ;. permitted to be poid and ,.hich in lhe aggregate represeots 

3 DOt Ol<lre tb.\n on.--ball of I per c:entum of the issurr'a out-

4 staoding votiog securitieo. 

G ( o) Jt shall oo unlawft~ for ~toy registered management 

G investment company to issue any wamwt or righL to sub. 

? scribe to or porch""" a security of which such compa.oy is 

8 lhe imler, txeept.-

9 

10 

II 

12 

13 

u 
16 

16 

( I) in the fonu of " 'ttrtnt5 or righlll to su'-ibe 

expiring not later than one hundred aod twenty days 

after their issuance and il!sued exclusively and ratably 

to a class or classes of such ooutl>an~"s security boldcrt; 

or 

(2) in the fonn of periodic poyment plan eertiti­

eates. 

(d) Aher two yMn from the eiiective date of thia title, 

1? the Conunis.ion aball, upon appliealioo by the bolder o( aoy 

18 outstanding security of a registered management investment 

19 company, and may uJ)on its owu motion, require by order 

20 tbat sud! company, and e•·ery otber registered invesunent 

21 oompany in the same in•'O'>tn~tnt company system, tab such 

22 IIepa u are -.y or appropriAte 1o effect an equitabt. 

23 redistribution of v00ng righta and privileges among the 

24 holders of lhe outatanding aecurities of auch company or 

25 oompaniea. 

) ( 

) c 

) 

1 

2 

DI'I'IDB!<lltl 

8110. 19. (a) It sb.\R be Wlla.,'ful for any regisered ia-

8 veetruent oompany to dodore ur poy any dindeod. or make 

' any dillribution in the nature of a divideod. wholly or 

6 partly from any souroc other thom surh rompan)ls aggrcg~~le 

6 undislributed net income frorn in1('rcu nud dividtnds, nnle:s:r-

, 
8 

9 

10 

u 
12 

18 

u 
16 

18 

17 

18 

19 

20 

2l 

22 

( 1) the poymem of • divideud from such other 

-..:e is either expmsly permmed by the cbarttr, 

eenificare ol inoorporation, 01 other inruulnent porouant 

10 which sotb compeny is organittd or ••m peymeut, not 

being prohibited by such it,.trument, bu hem 11pproved 

by the vole of a majority of such eomp11ny's outstanding 

\"Oting seco.rities; and 

(2) the dividend cheek i• accompanied by • written 

atatemeot, in sotb form u the (;ommi,ion may by rules 

and rogu]atioliS pmcribe, which ( L\ I fuDy di.<doo<s the 

sowtt or sources of iUcla dividend, and (B) gives the 

rccipieot sud! reasonable opportunity to invest in securi­

ties o£ said oompanyt \\'ithout tLc paynumt o£ any ~Ales 

load, such substaotial portion of Ntid dividend paid '""of 

a 1001'00 other than net income from interest sod di.,;.. 

de:ods. u the CoOIIJlisjion ohall pm<ribe by roles sod 

23 regolatioos or order. 
• erecl manag.,.,t 

,. (b) It shoD be unlawful for any regut 

I 14 ..., y a dividccd on • 
2:5 investment comp:tny to ( cc rc or ··-.. 
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1 securi1y, unless immediall)!y alter such payment evrry class 

~ of 1be oul>tonding SOOJrities of such oompruay ••nior 1o the 

8 fN'Ilri•y upon wlairo such dividend i> paid bu tb~ ll!Otl 

' ro,·enge h~,...iMIIer prescribed. For lhe l"'fJlOO"S ol 1hi3 

I! sub«<<ion, 1lae "•...e• oo~enge" of • class of OUI1tandiDg 

8 .. wri1i01 IIWI.IlS dae ratiO which the \'alUO of tbe lOW U0<U 

:J, or dac i>iu(•r, ., or "•• end or tbe period lo which lhe dh•idead 

8 l'(•lalCIS, l l't'~ i1R liahililirs uot 6\Tid~nccd by soouriliet, its lil-

9 t.ilities ovidNwrd by shorHcnu (!tlp<r nml lbo IJJl•l liquida· 

10 1ion P•'<•lcnmc.,. of •II oors1nndiug ..ecuritiL'ti reuior lo sucb 

U eta«. bctor- 10 doe •o••l liquidation prelcrenro! olllll ou1starul· 

12 intr ><'<IJririN ol such el.k<S. Tbe l>r<Serilx-d L'<Sel ooverage 

18 lor • elo! • of !ifoior ~.;,;.,. other 1han e,·ideoces of indebt-

14 rdn.,.. ~hollll<' 200 pt'T centum: bn1 1he CoDWlisoiou, by rults 

» oud reguLuions or order lor the pi'01C('1ion ol invtf>IOI'II or 10 

16 pr~n~r 111tc fintmciaJ integrity or lbc rotupany or oompaoits 

17 OOJtC.'(lnwd, mny prescribe 3 ltighcr aSI'f't oovemge, in no e,·ent 

18 C'Xt!{'Nting SOO p<'f ~01UJ11, or a lower asset CO\'erage, in no 

19 event lest dum 150 J>rr centum. The prescribed asset oovor· 

20 n~"l lor <>•idcnco;; of iudebtcdness shnll be 300 per centum; 

2J. bni thr Corumi,.•ion. by rules and regulations or order for lbe 

22 pro1ee1ion or io•·eston; or to preserve the iinnocial inttgrity 

23 of 1be eompony or companies C:OOCI'mtd, may prtKribe a 

2J higher aswt oo•eroge, in ao enm u~og 4.00 per centum. 

) 

) 

) 

( 

-

1 or a lower OMet ooveragc, ia no •not lea 1hon 200 ptr 

2 eeotum. 

3 (e) No promion ollhi3 ~ion shall apply to a ti.qoi­

" doting dh·ict.nd d.dartd or pajcl in oonoeerion with a pl111 

5 of 101al or ponial liquidotion of lbe oompony OOIICm>..l, 

6 which pl•n hoo tx-eu opproved by lbe security holdrro ol 

7 sucl> oompany in oooordonce with S~alO law. 

8 

9 

t•ltOS-n-:8; \'(n'fNO TRUSTS; OIBClTLAU OWSM.Kijll tl·' 

SI!.O. 20. (11) h shn\1 be nnlawlnl for '"'Y t'"""" lu 

10 solicit. or to (K'nnit the use of his or it;; uiUue to wolic!it. by 

U me of tht mails or any mesns or i.I'.Wnuoeuto1i'Y of lnteP. 

l2 ttltt oomrnf'rte, or otherwise, auy proxy, power of attoniey, 

18 OODJtD1, or au1horizatioa regording any ....mt~· of a rtp 
U ~e:red io,·eumeot compeoy iu eontranntioo ~ 1utb rule-~ 

» and regul11jora or orders as the Co111111iuioo moy prescribe 

16. lor th• 1"',_ ol inlllring 10 the peDOOS ..,Jici1ed-

17 

18 

19 

20 

2J. 

23 

( 1) a fonn of proxy, power Q( auomcy, C'OU!o(tut, 

or 0u1horization which dearly preseniS the ohrmlli•• 

choices ••·oilablc to such pewm; uod 

(2) inforrnation sufficicat 10 )Jt'nni• tho e.<cl'<'iJe 

of ao inlom»d jodgmeo• in cho<>!illg belween '""b 

al1eraatireo. 

(b) It daall be Ulllll...rnl lor any regisl<rtd inn•1me~1 

ftili I
· ' pt''n!OU lbenuf I.DV i~Ud of a \o&ing 

24 com pill~· or • aa na • • 
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;{ t:rmt ~rtilicate relatilll! to any ,_nty ol a regi~W"mcl in-

1 vestment compeny. or •ny undtrwriter or FOCh a Hnifnte, 

A hy US<' of the mail; or any mt'&ll! or instrumenrality of in­

:• tennnte <.'Ou\mcrt:e, or orlH•rwiJo>C, to otTer for mle, t;tll, or 

! deli ver 11fter snle, in r·oou>cction with a public offering, Any 

~ such voting t:rUJ<L certificate. 

~ or orhe,.,.·ise arquirc an~ ''otiug ft'Orrity if. to the kno,.·Jedge 

~ of suclr reg;gemcl oompan~·. c.TOS$-<lwneruup or cirrolar 

10. uwnen,hip exists, or •Iter •ncb nrquisition will exist, between 

U: such registered company and the issuer of such ucurity. 

12 {;ross-<~wncrship ahnll be deemed to exist between two corn-

18 pru>iea when each ol1ncb companies beneficially owns more 

U than 1 per centum ol thr outstanding ,·oting se<11rririe<o of 

18 the other oompnny. Cirrolar owneruup siWl be deemed 

lit ro exist bet..-.. o two compnnil'$ if such oompnoies art ir>-

17, eluded within a group of three or more companies, eacb 

18 of which-

19 ( I ) benefieiolly owm more lbJrn 1 per centum ol 

20 the outstanding ,·oting s<curitics of one or more other 

21 oompenies of the group; and 

22 (2) bas mor• than 1 per eenurm of ill own out· 

23 fiiAnding <oting •rruriries brneficially owned by another 

2J <"<lmpauy. or by cllclo of two or more other companies, 

2;1 of the group. 

26 (d) ll on the eiTccrivc dare of this title cross-ownership 

) ( 

) c 

) ( 

.7 

1 Of CUtlllar 'lrtlmbi • • -. 
0 p tXi$11 .,....,... l rtgi<ltrod inT-Dl 

2 aompeny and any otho: eompeoy or eompo.nies, it s1ra11 be 

3 tbe duty olsuch rtgistend eornpony, within three y...,., aftot 

* IUcb effooth·e dare, to olirniDftte •ucb ~-<lwnership or 

6 oircular ownership. lf at any time alter. rh• rllecrive dote 

6 of thi• Iitle cross-ownership or circular ownenillip bet,.·ecn 

7 a registered im·estmcnt eompnny and any othu eompnny 

8 or companies comes into exi>'1crrce, it lhsll be the duty of 

9 such registemcl eompeny, ,..;thin one ~,.r alter it lint knows 

10 of the existenee of such en:roo-o"'llertbip or cirmlar o,.'tl.,.. 

11 ehip, to eliminate tbe !!lme. 

LOANS 12 

1ll Sro. 21. (a) It lhall be unlawful lor any regiJtercd 

H managemtnt in<estmeut eompsny to lend money or prop-

18 ttty to any natural penon, diltCIIy or iudirt<dy. 

16 (b) It .trail be unlawful lor any rtpertd manage-

17 menl in<estment eompany to lend morrey or propeny to 

18 nr:ry eompnny, directly or indirectly, if-

19 ( 1) the company receiving the loan is in control 

20 of or undo: oommon oontrol with such registered 

21 comperry; or 

22 (2) the in.-.stmtnt and managemml poticies of 

23 ouch registered comperry, as .Wted ill iu registnlion 

U .. satemtn~ and teJlOrtl filed undtf this title.. do nO& .-pe-

\Uj c~ie#Uy authorize such a losn. 
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1 (e) TtshaU be unlowful lor ony registued management 

2 im·esunent oompany to borro .. · money, clire<:tly or indirectly, 

8 enept-

' 
~ 

6 

1 
8 

9 

10 

(1) front • oompnuy which t'Ootrols sueh regi!lered 

company; 

(2) from a 011tuntl JlCI'$011 who is an aOlliJitcd 

person of such oompeny: or 

(3) from a hank or other person, lor temporary 

purJ>05tS only and in an amount not exceeding 5 per 

... nmun of the value of sneh nogistered company's totAl 

11 assets. 

12 A lo11n shull be presumed to be lor tcmJ>Omry purposes if it 

13 i~ repaid within sixty dAys and i! not rene"·cd or extended; 

U otherwise it ~haD be prequned not to be for temporary 

15 Jllll1lOS<"· Any sueh pmumption may be rebutted by t\i-

16 denc:e. The provi!ions of this subsection shoJI not npply to 

17 tbe extension or renewal until not Inter thllD July I, 1945, 

18 ol nuy IOtUt mode prior to )fnreb 1, 1940. 

19 

REilP.P.lU DLB 81!CURITTES 

21 SEIC. 22. (a) ~o regimred in\'tslment eompony or 

:12 principel underwriter therffor 8hall seD, red.eem, or repur­

:13 -• -..... se any redeemoble ~'\lrity of whieh sueh a eompany is 

:!·I 1hc i~twr. exec1,, ttt a J>ricc bcnriog .t"ucb reltttioo to tba eur­

:.!.1 reu1 ossc.t value of :iilu:l• ttecurity, computed o.s of sueb time, P 

) 

) 

) 

( 

c 

( .. 

49 

1 the C<lnunL.OOo !!hall )lf'fitlibn b.'' ntlfs and regolslioos or 

2 onion, lor the """"""' ol eliminating or rtda<iog to a p...,._ 

3 ticel miniutnm any dilmion of or aml'lion 10 the currcot .... t 

4 \'ftlne of any other ~~~uritir~ of f:ut'h NllnJ)ftn.'· J~ a con'lt-

6 •1nenec uf sudl sal(', redNn(lliun, or ~JlUn'-lutsc. 

6 (b) No mHlrrwritr1· or dM1ler, iu <lflnnet."tiou with n 

'1 primary diAribntit'it of rt·d~·t•uui1JI4• ... -.1ritir. u( whlt·h aul~ 

8 rtg~ ... IC'ftd iu\' f•..(llJtut c·'hUIJliiiiU\ t .. 11w i .. ~r • ..!WI JMirt"h•..c• 

9 any snell itCUri1y froau tbr b-utr or fnttn au~ urKltrwrittr 

JO exetpt llt the prite at "bida bt M'n .. 'tn·h ~'ttrity. h."C..'" • 

,U ronuuis:!iou or sprettd nllow4•d liiu1 b,\ rl .. , Jlf'l'~.-.u ~...lling t•• 

12 him. 

13 (c) J£ nl any cimnlhe< ('(lnuub, ... iHuliM n•n-.(lu to ht.•li~''r 

H that 411y rNil"t'Wl,Je YM1ri1y io~ h~·iug ofTrrt"d for .:ako ur ~K~Id 

JG IO tbt pttblic hy tht h·rutr Man~· wtd('rwriter a.t a t-ri« "bi·h 

IG includt< an rui('Oit-cio.nal.lt or rm<•ly rxc<'<li« saJ... I<J<ul. lilt 

17 c011uni .. ~io11 !jhall t'l\ll't w '"' ~n·t(l upon the issnu (or if 

18 lh<' isgm•r i'~ n nnil itl\·(I .. HU<'Il1 lnt~l, "iX'n its t1epos:itor). 

19 I • < n · priuriJlltllulfh•rwrih•r f"r 11Jr i"&lCr. ll noti•·•· 
fi1H upon " · , 

20 d )lOW f-:tU -.(1 w11\' ._11rh t.~tiP .. load ~110uld nol l.H• 
to IIJIJK'llf on E • 

21 1'1 . . .a 1f aft('r btt~ring 111(•: c_•,idNter. 1hr Couuui~ou 
JlTO 11 Jltl"\1. • 

22 fin<b diAl lbt L'-'Der or any 1}1'\nMptl undc>M\,;ter dttrtfor i,. 

23 • • . •• thr publi<- at • t.O.. ineludinK Ill 
.. nm~t ••"" """"t"" 

. ~h~ tx~h·t ~k~ klftd. tJ~ Couuui-
24 untoli!ClOllftble or @"'~ • 

I II 
·dc·r sunh C..'OlllJ)ftuy, nuder"•rittr, or nnderwriu:-a, 

~ tiOO!IIR . 01 

·' · :!15~02_. 
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1 u the ca..<e may oo, to ~ and dll!ist from sclling at sueb 

2 price. In determining wbethtr • MI .. load is unoonscionable 

3 or grossly ex.,.,..ive, due wtighl shaU oo given to doe inci­

• dQots, denominations, ond selling price of the securitil'l! in. 

G \'OI\'ed, to lhe orgaui,Ation, itwestmeut policy, post nnd J)rOs-

6 pecti\'e earnings, mM•ngt•ntc•ul e:<.(K'IlS(l'S, and mAnJ•gt•mcut 

1 ttnd sa.les: tnetht)(\s of II.H' iMm•r. ihc uumagcrnt, depo .. iloN, 

8 undl'.f'\\'riters. and dta1t~'> aud it .. and their <:omprtilort, and 

9 to S\llil other facto"' •• on- 1'\'ltvam in the l"'rtioolor pro-

10 - ding. 

\1 

12 liOH.ll. nr urdt-r in thl .. lmhlit• llltt'l'("ll ur Cur lit(' ]lrOIC<'tion or 
19 in,·e~ors, w P""'hihit-

1~ 

16 

( I ) do• <IL·Jl<·ll•iou, in wliolo or in Jlllrt. of ohe 

nodemp<ion llrio·ill'jl,.. of ony nod .. mabl~ statrit,\' of 

17 oud 

18 (2) ff.j lrit~tit•H" upt1u clH~ tmnfolfen,bili(y or nf'gQooo 

19 tiaLilit~' of on_v n-dt•,·uuthlt foiN'Urity o( whic-h ftll,\' n•gi~ 

20 terrd inw'-.. llltt·m t'uiUt)ltu)' ioi thr i&.uer. 

21 Oll('rKIBl"Tl()S' .\S'U kf.Jlt 'H('It .\~t~ OP St;C"t'IDTJt:S: CI.C~~ 

23 f'lf:C. 23. (a) Xo rrgi•ltl't'd tiO"cd-<>ud OllliiAI(fnlelll in· 

24 v~ .. huent c-.mlpauy 1"111111 j,._ .. w, nuy ,.eeuriry. ur :o.t•ll nuy ~(>f'll· 

25 rity or whicl1 it i~ tlu~ i!iMI<•r, ill .'tUIIn\Vf'lllion of :iiiCh nt1ft' 

) ( 

) ( 

) c. 

1 111d nogulatioos or onlt,. u tht ('omrni..;.n ""'Y prtseribt 

2 in &he public intuest or lor 1bt protl'<'lion o1 in<I'Ston 10 

3 p~•·ent or limit suclt Euance or .. 1. a1 a pm btlow we 
4 curnnt. MSCt. ,-Rlue or the- ~tftnrity. 

6 COOl()(UIY s.b:lll pun:bft.8(', (;411, or n•cin.' :uty ~et·uri tjes o( 

'1 whid& it. i:s the iR'll('r ill CIOI\U'II\'f'l llivu o£ .;lH·h ndt.'S Jtlld 

8 rtgulalions or ordtl' u the ( 'utmui, .. iou m•~· p"A'Scr"ibe iu 

9 the puhlif interest or for rbt ~~n)lt'f'li.utt of iu\t--ton 10 pre-

10 vrnt. liuc.·b purt'ba~, tall, or ft'tirtmtnt in a m.'\nue.r or on • 

1 t bt~i.s wbicb nn£airly dL~·rimiutlh·~ llllltiu .. c ftn~· sec.'Urit) hold~ 

J2 Cl'i' or tlll)' dn~~ o£ 1116 St'''111'ity ho)d('ni o£ ~ueb fl'gi~rt·n.•d 

Ja OOillllADJ· 

l i tnX:USTR.ATlOS OP Sf.Cl'UITII~ I' Siif:tt hl:Ct11UTIDS AC."T 

15 

16 

OP IIU 

~~. 24. (a) ~o rrJri .. ttf't'l inu• .. unrul rot:npauy or 

17 · · ··' tiel"' ritor do•n'lur -hall maLe ""' ol the mail• 
{)ruW1l'OJ Ull 

18 
iu .. u1u1wuu•lity of iuttn!U•te t'Otumeo-e, 

or n.n,\' nwnns or 

19 
. I . 

1
. . ·tlr 111 ulff'l' (111• Ntll!. :o•·ll, or rlcli\"er 1\hl!t' 

<hrC'f'l ,. or me 11 et , • 

20 
• • witll 1, nuhli•• olfc•riu~t, AU\' $t"''Urity or 

Sl'le, in coonurc.·n'm ,. . 

2] I 
• i thf• j,.,1wr (uiiK•r than J lftn-tt·nu 

whie.b ~(' I NIII)Jr:UI~ " 

22 
•-· •• , ~'"" i· ..tr ...... h .. t~ ~'"tf'rffi nnd4"r 

l"'JX'r). on•,....- """ • 
.. \ I t9'l:l ""' f'\.truplil'e l'ro'·~ion of "''lid 

23 tht ~11nt1t""- • t1 ° · ' · · 
21 I 

....,.n
1
r..1n' nocwith,tatlc.Ung. 

Act tot,.'" · 
(h) !Jo regisl<ring nnder olool>ecnritiM .\a of 1933 any 
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1 ~e<mity ol whiob it is tlte ;,.'Uer, a registrred im<otmeo1 

2 oompeny, in lieu of fun•i•biog a nogistratioo aattmtn' con-

3 taining dte iufuntafttiou IUttl dut·mm•nh s-~-ified in ~htdult 

4 A uf ~1id .\ N, rn"y filf• rl rt~i<il lnHi•1n shucmfm contniuing 

i) rlw (ullnwing iufon1111tiun nwl dutnnwut~ : 

1 

9 

10 

11 

~ ~ 

J:l 

li 

( l ) f.:ud1 rupit-.. of tht• rc,tri:-rnuiou ~r ntf'Ut(lllt HIM 

b)• "'Ut'll ("tlllll•<lll_\ llll(lt r I hi-. lillt•. ttl HI O( <o!Ui·h JH-•riodio 

and ~t:I('C-itll rt'JM•n .. fikd h.' wr·h romJlnll,\ JHl,...UIUU to 

M'<1iou :;o t•) uf 1l1i' 1itl(•, Hr .. nth tot)ifh- of punion"" 

of snr·h rt'~i .. mlli••u :ooltHt•lllt' lll ttud re(>OM!oo, n~ th€' ( 'Hu ... 

uti;l$ion ~hull d • .,.iglulh• hy rulc>.o~ :uul R'l!'lllalitutli ur 

nrdr.r; und 

(2) Jo.Udl 114ldi1iuw1l iufrmurlliou mul tiOf"nlll(' llh (in-

chadina: tt 1'"-'""IN'i.'IU'") n..: rht• C<muui ....... iou ~h~tll pn""'·ribe 

by ru}(...,. nnd f't'jtULIIinu .. t~r hnltr h n('('t-..... ... dr.\- or .,.,. 

propriutr iu rht J•uhlit imer•~• ur for tl1t prott'<'tiou of 

inv~tOI'. 

18 (d lr shAll lw uulnwful for noy uf rb(l fullowiug t'fllll-­

&9 t•nuie~. ur fM nn,\' uwlt•I'Wrilt·r fur sul'h n NUHfl iHI,\'. h• 

20 •ml>lo.'·· in tbe .,.,. or ony ..ecurity registered under th• 

21 Ht"t11ri1ie~ ... \t-1 of IH:\3 hf whith 'ut'h oompon~· i..; d1t j,., .. utr, 

2l an~· fNllllpblt-1, rircuLu, fonn let leT. or 01her Sft)~ lilt.-.cu~. 

) 

) ( 

1 in~ dtK1.UUMII nr ll~t "'' IIIW'ndnwtll nf qtdt rqti .. JnUitlU 

2 'llltmt·ttt: 

3 

' 
0 

6 

7 

8 

9 

IU€!111 rOIUf~UI,\' : 

( ~) ~l ilY rPj:ti,.,H•I'f'd IIIIi I iiiWl'roilllt'lll 1 rlL~I: 

{::) du• i~·.;m•r 11f lUI,\ ~ ~·ri• -".lil"' l .._,,nm•ut-J.•I~ul t'(·r· 

tifinth•: or 

(4) :Uiy f\'~'h'n'il ftlt't ..... IUI"'lll ('('ftifiotlt t'I_IIIIJ'ftU\ , 

(d) In 11ddilion cu lht• 1"0"tll' n'Lllhf' ro J•mt-JM"«111.,..,. 

tO .':nllltNI flu· r .. uuni .... iuu h,\ .. , • ..,j,,,. HI uf lht· ~t11ri1i, .... \t-t 

J t of ll)lJ:l, 1)1(' c· ••• mui .... i .. n j., uurlmritt•d 111111 dirtoc·tt'd hl n·•tnin ... 

l2 IJ,\' t·uh~ .. :11111 l'l'~tlntiot•~ Ol' tmh•r, tlmt dw iufunnutim• c·ml-

13 .,,im·d iu nny J•ro:-pt'(·tu .. n•l:ttinJC h• 1t ~'f·uril,\' n>.bri~h·n·d nndt•r 

l l 1hr ~'ttriti.t .... \ t"' of w:1;J w1 ur afr•·r th~ t•ITt"1h't• tblr ••( 

J.i thi' litlt·. of whid1 au~· ,,f 111co t't•mt~~nuk-- MtUit~nel....-1 iu 

16 ,ub.-.t't1inu (r) b: al~t• ; .. ..,, ... , ... h:.ll f.,. Jlf'C"-("111('{\ in ..Ut'l1 funn 

t7 "ud onlt•r u( itt•m ..... '""I •'Ont"iu .. ud• "'mmu~trie-- uf Mn,v 

18 pot1i011 o( goc•h iufunuuti~)ll, ll!O lhl• l 'uumtb<.iou tiN· In~ liN'(' .. 

10 l'llr,\' t ll'llf))lrO])riJIIt' ill tllf' 1111hfit• illh•l'l'"l or f11r lhf' 1JrC•IN' IiiJII 

20 of in,·c.•stoN.. 

21 Pl- \ :-..8 01-' NOOR(lA--"""H~.\T IU"" .\ \U l)~'til)lA"TJO~ .\.~0 OJoTt'l!~ 

.... -· 
2 1 

~E(". ~:>. (a, Kt•'-~ln iu ••·runbttt't• Y.itb 1 Mtl~ration 

liJNl uudt•r "'tlb .. t"t--1itm (c) uul n11 onl~·r ur the {'onu.ltio.ion 

Regraded Uclassified



1 ... nuiuing sutob d~laration to breome l'ffecth·e, il mall be 

2 unlawful-

3 

4 

5 

G 

7 

8 

9 

10 

11 

13 

14 

( 1) lor any JltNOn to w licit or (l('nnit the ~ of 

his or its munc 10 t~olic•i l , by li.Ml of tbe tMils or nny mesus 

0 1' in~tl1UI Il'Uitllit ,\' Of iutrn!fUt(• COIH1UCFCC, or Olh CrWiliiC', 

tmy proxy, cou!lc•nt, nuthuri.zotiou, power of Attorney, 

t:.ltifinliiou, cJt•Jl41..it. Or di""'t'l\1 in l't'Speci Of flU}' plan Of 

reorganization. or o( \'oluutaJ·~· dissolution or Hquidation, 

or nuy plan for the n'Otnl<rutnl of the Cllpital. of a rtgi~ 

t('red Un•tsum·m c'Oulrwmy; 

(2) for 1UI)' Jk'I'SOII , by use o£ llu• llldils or nny 

"Ale. )Jtt.r'Wlllt to 1m~· "'lu·h plan. auy Sl'{1trit) or o1l1rr 

IS rroJ~<rty; 

16 (3) for ouy )Jifr\14)11 10 ~<ubmil any suc.·h pL"lH 10 nuy 

17 roun of tbr l ' nitc•d S11t1e< lor •tJPro"nl; or 

18 (4) for llny c·onrl of the United Stutes to llJlt"'"''C 

19 auy sueh )Jlnn. 

20 Pror·idt'(/. 'flutt tlu\ JlNJ\'i ... iuu" o£ this ~u1t.Hoction "'h"ll nut 

2t •J)ply to a plan ttf ,·ulunruy dis.~luriou or li4.tttic.Ltrion Hf A 

22 l"f'~ri__qrft'd iii\'NiliU("Ut f'OIHIJiftHY more thPin 75 JH*f N'tltUtll 

2:\ or tbr \'AIU«• or wh·~·· A'i{+f'l f'UU!i!t o( m:ttkchabJe Sf'('Uriti~, 

u oo,·enuntlll ~t11filif'f, nud cnsb iteru!. 

~- (b) Bxrcpt in ntt'Ortl<lllf'C with n dcclnrntion fi lod under 

) I. 

) ... 

1 011bf..e<lioo (c-) and an onlrr nl thr C'onnnL<Sion tJtnuiuin~ 

2 sucb dtclantion to '-onlt tfff<1h·•· it •ball U. unlawful for 

S au~· regist('rtd iu,·t.~UrK'm C'lliii)JdiiY or principal undtrwrirer 

4 tbcr('(Or lo i~ue or tlt>IJ (or 1111,\ t.''Ofutidcmtion ocltrr dum 

5 l'l•sh, nuy &C'<:nrir,v (otl•t"'r 1111111 1--horHt•rw l"lf•Cr) fir whif•h 

6 Sll<'h OOIIlp&u~' is rllt\ i">!Olt'r. 

7 

8 in ,ub.ft.1ions (1) ••Jd (b) •lutll '"' lilt<! "ith 11,. ('um-

9 mis.--iou in sud1 fonn. 1u1d .. Jl.ftll 1-'0IIIilin q_k~ lnfomuuion 

JO 1111d dOM.IIH('Uis. n.~ 1be ('••uuua .... iou 11111~ h~· ntlt ... and WJ.t'l· 

J 1 lotion~ or order Jl l't•~·rilu• 11~ m•c,•o~s•r:· or I•J>proJ•rirlll' iu 

l2 I he public· inH•I"(\~ 1 l)r (w· Ill\' l•roh•<·tiou of iuw~ton-. I r 

lS the dt'4·1unuion rduh~,. i o u r.>urJ.'IIUi7Attion or ••lltcr J•hut in 

1' "'hitl1 tht clr<'lanmt lu1 ... uo hvu.n fid•• imri'Cl't. thr ('om· 

J{t mi~ion .. Ja~U b~· onJc-r di,mi, .... tK·I• dN.olantiou. r n~ tht 

16 det'larntiun iS' so di-.m~. uri .. •itltdm"u by llu.• dt'('l.tr.m. 

17 11H' Con11ni."8iou l'hJtll ,.ut('r nu vnlc.·r rither ptnniuiug 

US SU('h dt'Clunuion to he('OUW ''ITt<t'tin Rll filt'(l ur tUl iP1111NI, 

19 or rcfuJ<ing w p~nuil l'llll'lt di"'.·lnnulHu to h1"'~IUC (•iTc·t th'('. 

2() Ameudmt•nl:t 10 a fh•c'lonllinn uu•y ht• 01udt upon s:udJ tcnu~ 

21 &uul tondiaion.;;: t~F the ('onuni, .. ion n~)' pre-ocrlbe. 

2'.l (d) .lo orclfr oudn "'""""ion (d ,.r,L-ing 10 JM'nuit 

23 • dfcitamtion to l~ult c•fl'rt·th, ..,,~,.,u bt tntt>rt*'d. by tht 

:U Couuuissiou only i£ &hf* ('uuuui~"iou find~ t~t lht: plan or 

25 oiler of asclutl&,ge H• whic•h th<' dt'4'1umtiou relatCl!o-
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:I 

oo; 
(I) is not f•ir atod t'C)llitable to all )l<l'liOIO. oud 

r~ ol )~"""' alfN1"1 tbtreb~·; 

(2) in tlo• ''""' of • 11Ltn of rt'llrg>wiution, is not 

ftasiblc; or 

(:J) is im·ulll'li"ih•lll "ilia I he liU.rp~~ or thi~ till(', 

(t') 1'1w C'onuui-: .. if•u, hy n1h11 ~md n-gultaliuHs ou il~ ~''''" 

1 uauliuu. or It~ ort1t·r <•u its owu 1111 . .11ion or UJ.K;Il llJlplit:auiuu, 

~ ... J.t,"H t•oudhiou.:•.IJy or uut•oudiliouaU)· t•:xt>tupt from lUI)' pl'()oo 

!) , .; .. ~m •• r tlti~ lit)(> or n( ...r11iou 5 or the $ec.'\aritit~ o\ ('t of 

HJ JH:J:~ llllY tnutswlit•u ur t'LI"'" n( lnUL"<Il'tiun,. pro,·ided (vr in 

ll u 1•luu ur t)fTt•r of ,.~duUISfl' (ur whit·h 11 tlcdunlti•m j., t.•ITet·tl\'c 

1:! uw.lt.•r thit- ~<·t· liutJ. if 1Ju• ( '•uuuaiNoivu timls tbul ~llda ext•IIIJ'\. 

1!) ti(•ll j~ tiJIL .. j!';f('lll Wilh lht• JllliJiit• iuttN''<t ftlld lh~ illH'rt1-l or 

J;; ur DJ'J,n't•rinu• to lilt dTN1tUtliou u( ~ud.1 plnu or ufTtr ur rx .. 

tG rhauttt'· ftlld lluu ... u,·h t•Lm or otlt'r or t•xclnuttrf' ";11 h·ud 

J7 to ,~tTe(•hu:ttc tlu~ J'llrJ~•.., t'r rhi" title. 

18 

10 

:!t 

:!"J dim1l~ Qr it"klin ... 1l,\. rn ufTt•r (tor 'OIIt•. <o.f>ll. nr th·liH·r u(rt<r 

~ ' 11to flU,\ :o(''C.'nrit~~ ur \\hic~l .. w.-11 lm .. l is IL~ j ...... twr (tUIU'r lholll 

21 ~lJon·tenu pd}Jer) 1 uul',"' 1hc 1ru~t iU(lt•uture or ullu~r iu· 

) 

) 

) 

( 
\ 

2 

3 

• 
6 

G 

7 

8 

9 

10 

II 

12 

13 

H 

15 

JG 

17 

18 

19 

20 

21 

57 

( 1) dtsiguatt'! a tnt•tt .. Of tnL<It'<'•. fiM of \\"birL 

il an ius:citulion inrurportll-d aud d~ bn~~., 1111dftf 

tbt low• of !he l 'uit"l Stll.., Of of a &atr. is authorized 

mulu 11wh lrt~ r,, l'XI'n·i .. fl 1oorponue tm~L pc.mer1, it 

~ul.,jc\!t lv !<ll)l('t\·h·ivu or t.·xruuiuntiou by Ft .... lcral or Rt1HU 

nntl•urit~·. nnd hn:--" t•tun11ilu•tl t1111itnl "tnl 91f1)hu or ii1u•h 

tuiuiuJtun tuuouul i, .. lht• ( 'u1umk~iou uwy ~JK"'i(y by 

ru.lb aud .rtgul'\liOJL~ <•r onlt r iu the publte imt"~l or 

for tbe J•n.M'-'t:'lioo of iu,·.-...ton: 

(2) pro<idl'>, iu •lll ... t•ll!'<', (.1) th•t during the 

lif(• of tbr tn•:--1 tlw lt'\l!oh't', if unt •lllwrwi .. (' n::anmwr.ahil. 

Ultl,V ch.-rgc tt~ait , .,t un•l l'ulh•t•l frttlll the iu<"OUn· uf tit" 

1111 .. 1, ond frout tlw , ... ,,,u,. tlu·n"'tf ir m• im'Vuu• i~ fl\'11il· 

uhlt•. -..11\'IJ fl't' '"' lur it ...... f\ it"''"' t'llld " tlt'h rrhul.l't~·uwul 

(,.,. i~ ('X]N.~ .... ran.· JU'n\ id.-.1 (ur io .. IJl-la in.4rumtul: 

(H) dmt uo .. udJ t~lllf):t' '" t'~~tlk'1.1i,,.t .. ball W uuulf 

t'Xt.~tH for .. 1·n·i,•t. ... llwrt•lnfurt t~trf,;nnt"tl or C'XJK'Il'it,. 

tlu•l'l•luCt~rt• hwun·1·•': (C) llmt 1111 1'aYIUl'llt tu the tlt'-' 

1,.,,.iwr tlf uf ll Jtl'im•il ~<ll lllltlti'Wfill'l• (or ~m,J t ln_l.,t, or 

h• nuy ofllli•tlt•tl (l't',..nu ur ~~~··nl ,,r .. ,wll dt•l)t~iwr ur 

tmdt•r\uirf'r ... (ua111•• ~tllm\t'tltht · till"''"'"'" •u Ul-._•n·t•: 

"'"I ( U) tb:lit 111~ anhtc>t· ... 1 ... 11 lu•' r titk tu autl 1)0<>~ 

... juu ,.( on ~'i1tritit.• ... uml tolltt.•r l•ru("'"~ iu .. hith lbf" 

(uud ..... r the tnL .. t rtw iuu ... lt"tl, all luml ... held rvr l'neh 

iun~tmc.ul, nil t'tlun1iol1iHil. n~ll'IUJ)tiou~ ~tnd ulhtr "'t>t. .... 
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1 

~ 

8 

6 

6 

7 

8 

9 

10 

ll 

12 

l3 

H 

16 

16 

17 

18 

19 

20 

21 

22 

d•l lunch of th• trust, and all inoome llJlOII and occl'flo 

timlJI 10 such Jlropeny and lunch, and ih.UI IM'gn'gste 

and hold the touJle in lrust (subject only «> the chorg<i 

and t'OIMiot"' allowed Wider ~ (A ). ( B) • and 

(C)) until dbtribution 1hereof to th~ s«urity holder> 

of 1he 1nast; and 

( :,1) pro•·idcs, in >11bstnawe, (A) th111 n r<'t'Ord will 

))I' kt~ ) lt h~· th~ deptVitOI' 0 1' till ngcnt Of the dcJ•~il(lr Of 

the tuUII(' t•ud oddre!'S of, 1mtl Htc ~olulr<t"' i "'~ued hy the 

trn~«t oud lu•ld by. en~y holdrr of uuy a~ct·urity i.._..m•d 

JW~uuut lo f'lU'h instnuneut, insofar It~ ~oon<'l1 infonuation 

is kno"~' to I he de]M><ilor or ogt•ut : •nd ( R) I hoi 

whtuf,-rr 1 ""-"l"Urit)· b deposiu'(f wi1l1 thr tnL .. IN' in 

Pn\r..titutivn for any ~11rit,y in whith .. urh 'iff\uily 

holdtr lm~ nu undi""idcd iucert--t, tbt df])\)'oitor or tile 

l'ltct•llt or till' tlepositor willt witlliu fh~e dny~ nJter "'lldt 

tlllh~titutiou, either delh·er or uu1ilto ~urh seeurit.y holder 

n notict• or ~:~ub~titutiou, iudnding nn idrulifiont iou of 

tlaf. Sl't'uritit·~ <•liruim11ed 1H1d llli! ,;rc,uririf'8 &uh~ttitulcd, 

nud n !l()lot'ilit-,a,Lion of rhe J1ru'(>ii or Such M~Curily holder 

ftfff'tltd b) tlw !1Ul~tilution. 

(b I II m·U ... uut.wful for any mL•tet of • wgi<IN'td 

(I) rhr Couunissioo, on app~<011ion b~· .udl lrus­

ltt. bas by onler oonsented to ruth ~gntuioo; or 

) ( 

) r 

) 

1 

2 

(2) 11 "''"""""'' '"''t .. bos beto AJl)JOinlt'll by a 

ooun of OOIII)Jtleu1 jurisdiction. 

3 (c) ll •hlll bt nulo'~<ful for any dtpositor o( a ~·rtd 

4 unit in''f'"-llltfUt tnbol '-olnut&rily 10 ~Jnl u depG$ilor, to 

5 make or aurm{\4. to Ullke 111 a.~~g'!Uutnt of any of bit or itt 

6 righu or dutit"< wiu1 mJJ«t to .ncl• lnL'I. to diml<e or IO 

'1 yta)' any li(tllidoting dividen1l tn its: :-et"11ri1y hnlttt•,.,, uu1t .. ,.. 

8 the c(IUUIIi!'o~iou. UfH)II tl)>t•li(•tHiou by !'UCh drpol'itor, Uud-4 nnd 

9 by on:l~r dedlll'\'!4 tlutl ~wli llttiou b~· tim 11('1.1011i1or will not. 

10 IUlbst~Ullinlly l'rt'jndiN• the iutrrf'St or th(• M.'(•urily l!Oldt•nt; 

11 of . ueh tnbl. 
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60 

1 di-tributjon of th• pNC~<·d• I<> tlw «'«tril_,. hold•"' of tb• 

2 IMI"'-1 in ... udJ tuaon.-r and ou ... uch tenth ..... nlAr to rhe rourt 

J·t-~tciUhlt ' l 'o\ \' )I t-:ST l'l •. \ ~~ 

6 llltlkt• l l"'(' Of I)W llltti)R ( II' IHIJ IIU'fUI8 HI' in!'lnllll('Hju)it~· t•f 

7 inh•J'IUit-' t'OIUlUt•n'(• I•• \'111..'111!(' in th~ lm.&:iJU•-.,..., of SC'IIiiiJ! 

8 l"'riodi(' poyment pima c"t•rtifi•1liC' .... ir-
9 

10 

II 

12 

13 

II 

I~ 

IG 

li 

18 

19 

(I) lht' ""'Jr ... lond on ru•.' Nwb N·nifi~rr f'x•·rt<tl .. 0 

J"-'r l't.'IIIUIII u( 1Ju• IHIIl) Jlll~- 111('111' lu lw UUlllt.' thrn••Ul: 

(:!) IIIHri' tl11111 Htll'•IIIIJr uf lillY J~t.\••ni'HI t lllliiiJ: lilt• 

(i r.-.1 Y<'tU' uf till' J•lnu il- d\•thwH•d fnr :mi l•>~ I•JIHI; 

(!J) 1111' :tlllOUIIt of 'ilh•o~ Jvntl dl•dlll'IN( fJ'OIII 1111~' 

po~·mt·nl tlmiu~ ll•r· li"r ,\'t•~tr •• r rl•l' J•l:m t''-•1'(~1 .. tlw 

a.muunt +IN:Iue·u•d frutu '"'·' · •Jtht·r Jllt).IUttlt duriusr: .. udt 

) tur. tll' tht• ;nnOmll tlt'fltwlt~l (n;m rm~· pu,\ Utl'llt tlnriu~t 

tltl' suh:..f'•ttli~ut ,\4'111' ,,r tlli' plun (•xt·ecd' ilu~ 1Huouu1 

tltltluc•H\d (rutu n tt,\' ut lwr Jlll)'lltl'lll. duri11~ tllh'h ,\'C'lll'll; Ol' 

( .. ) c•itht•r nf tltt"• f1n.1 IWu iJU.\'IIW:Uts 4111 lillY il tlf•h 

t'('rtifhour i.., 1t•, ... tlum R:!O, •-'1' :til,\' :-tth~tut•nt ptl) HWIII 

~ I<'"~ 1b.tu ~10. 

(h) II :o-hnll IN> uuln"fnl fur A.u~· ll(!'l't)U, hy ~~~ H( rlw 

uu•il~ or tiU,\' lltto;_tu.., ur iu..,ltlllltt•lttality of imrn.htt(l' ~"'m~ 

men.•(!, to euga,rt• iu tht~ hu.cillt''-1 or ~lliug IWriUtli(• IJtl.VIItt'lll 

Jllnn renitit•tHl~. uuJt·~ 

) ( 

) 

) ( 

2 

3 

G 

7 

8 

9 

II) 

II 

12 

6l 

( 11 .. ro .. td! ~n;s ..... ; • .-..c~ .. outbl• ,...uity; 

and 

( ~) th<o p.......t- of oiii•P•Ifnt- "'' an)· ..,d, ,..,_ 

Lifi4.'fttt ( e:xecp1 ~lth IUUOttttt~ ""' nn• ll'-oclncu-d for .. nit" 

lund) oro derKll':iu•d wil1t " trll.ch•tl luwing 1111~ (lullliticn~ 

lions l'('llUil'("{l h~'"' tmrA)(r''l'h ( I} ~~1 .. t•t"liou ~U (.a) for 

tlu• tnastet~ of unit in\t~"t 11H'n1 '"'"'"'· ;uu] tttf' brld l,y 

&Ut'l• tnL--tte m1der a tm~ iudt-mun• ('<lomtininf!. in .. ntr 

.tant'<'. tbt 1'"'' -i<iott• ""l"i"-d h) pa,.,...pb (~I ol 

~('(:lim• 2H (u) for !Itt lnl•l incll'llllll'r-. of Ullil in\'t'--IIUC"III 

tru!ls. 

(c) IL shnll he un1nwfu1 f,;r t\1 1~' cnt~tN• willt which tltr 

]:l ) ll'ot"(>('flt: or pn~,n('ld~ 011 ·~ lW'I'iodic· I"'YIO('III lli:Ul (1•r1irl('fth' 

14. lnwt• b«u drpc)5'iied to rr;.:isrn, un~ 

15 

.IG 

17 

18 

19 

20 

( l) abt Commi .... ion, "" apJ,IifBtiora b~· .,..td1 tnt .. ,..,., 

l:ua' h)' ordt!r too•Mlttd 10 ... -uf'h ft"'oi,etAtion; or 

(2) a su~or tn~trt ""~ IJ4-en uppointrd ~~~ • 

f'ftUf l or COIUJ>CI<'Ili juri•ulic·tion. 

JtAOI--;..._\ l {Oll S'l" ( ' l~tt'l' l fH'.\1' 1•j ( 'O)II•A:o; lf::S 

Ht.X\ 2~. (n) h p;hull l~ l nnl~twful rnr lUI)' rf'~ri~tNvd fuN'-' 
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1 

2 

3 

0 

0 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

JS 

J9 

:!() 

21 

62 

not less than $260,000 bu been bona fide suboeri~ 

and paid for in aWl ; and 

(2) suclt company u~aintaim millimum ~nilicate 

rt'Serves Ol\ all i~ iS>~ucd ftlld out~tanding fllce-omount 

oortificotc;~ in nn nggrrgntc omount calc'tllnted and ad­

justed ns follow~: 

(.\.) out of rnc•h J•nyu•cnt re<Jnircd to he DIAde 

by the holder of o\e~· suclt tenificate of tl1c i•waJJ. 

mem type in onlcr 10 oomplete one full year't 

installment f)ll)'llt('llfot, n. portion o£ SUCh pA~ tnfUt 

equal 10 .)U pN ('''IIIIUil o£ the RIUQUilt. thereof; 

( Jl) fJU I Of Mc·r~· Other [lil.,YJOCIIt mnd~ 011 nny 

ruch tetiir.I"Olir hy the holder thereof, such por1ion of 

the I'")"'""' •• will, together with similar portions 

of aU otbtr surl1 l"'Yu>eul! on roeh ctnifieate and 

an~· ponion- rt<tnired b.•· plll1lgl'!lph (A) hr~. 

with aecunualiuiou~ ou aU web portions at the rate 

o[ 3t JM'r 1~11101111 [)('r 11111111111, 0001pOJtndod 8ftiiUAIJy, 

aCiain Uphll thn IUIIturity of ~nch certlfiC6tO OJ1 

ftDlQ\Ull t.\tiiiJll lO I ht JllftLUrily Or fate IUUOllnt 

thereof; 

({') any [IOMi(IJI ot the profits ol illeh oon>­

pany ..-hid• •nrh <'OIIl[MUI.)' ha$ undenAktn to bold 

for ll•c ••·•·ot•nt of il1e lwlder of any sueb eenifi<.11te; 

(D) on '"""'"'' e<t'"'' to aooum11lalions BL the 

) ( 

) 

) ( 

l 

s 

u 

7 

8 

9 

03 

rate of St per -tum por annum, eompouodtd an­

nually, oo soeh portions o( aU (lUI paymtnl! on, 

aud mrh poni~'"' ol pmRt• <n-ditod to, llllY lil\l'h 

<~niJil'!lll!: and 

(E) such tlPl~~'OI)rillfC r••&ern'!l for t'Ontiugrnti"*' 

for dt'Uth and di .... lhility lx-ntfitt~, on any :mc.tb O(!r­

tifica•e l>rm·i<ling £or il1th benefit!. as the Commit­

.i<>u sbaU p~bt ~~~· ntrc-. and ,..gulations. 

(b) lt shaD he nula.dul for any rtgi·ttr<d r--.n••mu 

10 certiRcare company to stll any faet-tuuotuu Ct"rtiliour. ur 10 

ll ooU~t or Kccepl ~my l'••ynH~III on IIU,\' ll"t-b •~·nifinue j.;:.:;u4'11 

12 by ~;uch company on or ~aftl'r 111., ('fTi'cth·•· ,·!Jttc of this till(', 

13 uulest s:ucb company hRs, in f!I!Oh f•r <1nollfiecl in\'l'Sbuenl\, 

14 MStl! ha1; 11g 0 .-.Jue not '"" thou the aggregate lliJOunl of 

16 the eapilal ~otk requirrmtm 1nd ttrtifieatt ~-e requirt­

!6 111eut pro•;ded for in sub:«<ioo (•) h•rt()i· A• u;oed in tbi< 

17 l.~ ...... • "qualified invtstmtnt,"' tnta.rut iuf"estmtna of a 
IU~dOD, ' 

J8 k_lnd in which )ire iunu't\lll'e f'HIII!}flllit" art geuemll)' (lC"f-

19 
. d , . 

0
, 1 'l'ho Commission is rntLhorized, by rulfls 

nuue ~.o UJ\' 0>1 • 

:!0 and rtgulations or order in tbc Jlublie interest or for lha 

• f ·UJ .... AStors to dtlimlltt dJC)!.4'! im·($UlJ('nts whif'h 
21 prolecttOn o • ....,_ ' o· 

22 art qualilied and IO p~he tho basi• ol ,-.luAtioo o( •n)' 

23 llllch in•-nt. 
(c) 'The Commi<Sion i• •u•bori>rd. h~· nil,. nod "::"" 

rd . the t)Ubli(• intN't'ot or (or the JlfOi e<"ttOR 
~ lat.ions or o er m 
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of inwoston, Co rt_ifJU~ any re_gb"1:ered fa6e-.ftlll01Hlt N'rtifieale 

2 rDUlPftDY to def)(lo.it and mainhtiu. with an in~tiltllion luwing 

3 tht <toalifimtiOIL• "'CJUin>d b~· 1"'-,..,..l>b ( I ) of '<~1ion 21; 

4 (a) for lh~ lnhl~ of nnil iU\'f'tmt'ut tnl.•h., ftJI iO\'fl"l .. 

~ menb ut.~•intniu('fl hy 'llrb rorupnu,' l)Uf"1.U:.Aill to tht rt'<)Uire-

6 men~< of ;ub•toetion (h) berrof. 

7 

8 t-crtifirntt• f'tliii J.UII)' to l.:~uo Ol' Sf•ll nn,\' fiWt·nlluJIIIIL orr--

0 cincntC\, nnlt:o<l :o~ttC'I1 ti•l1iflcnl (' Jlr\1\'idn.ll. in ~uh1d1111C'\'. t1ml 

10 up.•uii.Jl\ ~o.lu-rrndPr lht·retlf to th€' romJll)ny thf' holtl~r tht·l\~or 

lt ~1utlJ ht (•utillt•d 10 rc«•ln• from the• <'Oin)ijUl)' rl1r fHIIo"ing 

12 minimum ftm<Mmt~:. 

13 

1~ 

JG 

17 

(I) 811 RDlfiUDt equal at oU tim.• II> :J() p<'r l'<niUm 

of tbt Allll of •II pa>t Jl'\~,11.,11> ou '11t-h ctnifK'IItO by 

the IHJider thereof: and 

(!?) tiUd.t nddiliOIUl[ llUlOillll.... "pr("t._.ntin~ !'~Uth 

)l(•ret•nt.il#l(l-" Of lhf' f'l>n:ili{,tft' rt'l'lfr\'f~ Of fi!Urh ('(UIIJIMl,\ • 

18 tUl lht' C.·mmi.~;Hu ~ludl how· pn"'«'rihf!d hy nale~t nnd 

19 rtgulnti4llli or urdcr (or • ht pnrpfl'l{' nr Jlrn\'idiiiJ.' 1111 

20 ('(tuhnhlr ).'l"'hhmtinn o( $UJT('tldl·t ''Aiur~. 

21 .\n~· f!ilU'h tt(·a·tHicoalt uua~· Jmwidr 1luu lla~ ..;urwndtr Wl lut• 

22 th(•rro( .iJlAII l.H• odju-.ttrrd to utkt into ttN"fltlllt rtn~ tUif-.ticl 

Zl boiLutff on on~ loAn ""'de b~· "'eh <-oo1pony to tht boldt-r 

!!.t. f,( sorb ttnifk.t(". Ancl 10 make IIJO\\ftJU"e (or "UC•h othf"f' 

2.') nlAU~rc.. iiH'hl•tio,t a mt.'Orutbl~ q1Tn"1Hit>r duuJt'. ft"t chr 

l ( 

) 

) ( 
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1 Comrniuion moy pennit or l)resttWe by ruJ .. and rt«Uia-

1 lioos or onltr in the pe~blk interest or for the protl'<lioo o1 

a l~>•esiOra. 

• (e) lt •hall bt unlawful for any .-.gist en-d r...,.rnoont 

$ ttnift...,te oorn1•ny to i>sut or seD any IA.,...moum <"trtifi· 

6 ,.te whieh 1•ro•ideo tluu tbe hold.r •h.U be liAble lor or 

'f ebnrged "'ith IIU)• nrtpeid amount on such tenifirate. 

8 (f) It 1lmll bo unlawful lor any n-gL.tered faee-ornount 

9 certifleole oomptmy, in the event or " deloult lJy the holder 

10 in tmy in~IAIIIItt.'ul pttymt.m on o (aet-ftnlOHnt tfnilicnH' of 

U whi<'h nad1 (.'('lmpeoy i" tl1c issuer, to t:fln('tl 'mrh t'C'rtifiaur, 

12 to lllSI><nd atx'llmnlatious at the nte pro,;doo lor in the 

l3 ~nifiC'llto nroo peymenl! p<'Oriowly 1111de b~· meh holder, or 

U 10 pcblpont 1hf' marurily date of Rteh ten:ifiaut>, in tOni,.· 

.Ill ··emiOt> or •udr ruk- ond ••gnlaliOM or onleN ... the Corn· 

16 mL.-siou tUftY prl"niht iu the puhlie! iurt,..._t or fur 1hr 

l7 l'rottt1inll or iru'('!:)lO'n!. 

18 lli\l'U\lHfl.,rO\' nr f'._\c~~\MOU~T CP.RTWI(' .ATE c..-o:u••MHf.K 

19 Sr.<•. 20. (n) fi<oetion 6i or nn ,\ct entitlt•d .. An Act to 

20 ('flftbli·dJ ft .Ulifonn lt~'SI:tm or bllukn•ptcy throug·hout the 

21 United Statet••. oppro.-oo .July J, 1898, •• amendoo, i• 

22 amended by addilrg ot <be end tbtrtolth• roll<lwing: 

23 "f. ( 1) t'or the purpo«S of. and •xtlusivtly opplirable 

no .L:. u: .• ·00 f· (1) 'JN~or' .tWJ mtaD I fl .... mouul 
~ to, WQ IUuwU~ • 

25 oenilitate tompen)-. as cldined in S«<i<>n • ol the lnv .. l· 

J. 216852--6 
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1 ment Company Act of 1940; (b) 'depositary' is a ~ 

2 "ith whom serurities or other property of a debtor is d~ 

3 posited, or to whom property of a debtor is ll'an!lerred, in 

4 tnast or otherwise, pursurutt to " State law requiring auch 

G deposit or trru1slor ond providing lor tbe distribution oltueb 

6 property or its proceeds to eroditon or se<:urit)• holden of tho 

7 debtor in the e'·ent of the iosoh·cnoy of the debtor or under 

8 ower speeiJied cireulll>tonces; and (c) 'State agenoy' is ao 

9 official or agency <>f a State designate<! to act u depoailary 

10 or to distribut~ propeny, or the proceeds of propeny, bcld 

II by n depositary. 

'12 "(2) Every dCJl<ll!it or tttmllfcr of securities or other 

13 JltOptt1y made by or on behalf of n debtor witl1 or to any 

.II depositary or State agency for the benefit of the holder of 

IS any security sold by or on behaH of the debtor on <>r alttr 

16 October I, 1940, shall I!<' null and mid as again>t the ttlbltt 

17 of such debtor, and fi:UCh th~J~it or tmnsJer aucl tvery lien 

18 crcnted thereby shall he nvoided by l11e tmstee lor ihe beue6t 

19 of the .. tate. 

20 "(3) The ooun •hall ba,·e summary jurisdiction of an)' 

21 prooeeding to b .. r and detemlint the rights of any ptnitt 

22 undtr this subdimion I. Due notice of any bearing in 1ueb 

23 procteding shaD be given to e¥ery dep<>SWJ• and State 

2-t agency "'hicb is tt pany in i.ntertttt." 

(b) Section 44 of Stlid Ac' or July 1, 1898, u amtlUded, 

) ( 

) ( 

) () 

07 

1 is ammded by adding at lhe rod ol subdin.iou a lh...ol 1he 

2 faDowiug senttDee: 

3 "II 1he bankrupt is a fa.........,....t cenifi<:ate romJl'lny, 

4. u defined in section 4 of the lovesuutot ComJl"Dy ACI of 

G 1940, tho court lllonc shnll 1Mko tho nppointmcnt.; but t11o 

6 coon aball ooi ma.ke 8Uch AJlpoiutmcut wilhout lint notify-

7 ing lhe Sealrities and Exchange C<lmnllssiou and giving it 

8 an opportunity to be heard." 

9 

10 

PF.:RIOOIC AS"D OTIIRa RlirORTS 

8EC. 30. (a) Every rtgisterod in•esuoent rompauy, 

l1 nml ever~· mruutger, im·e1Rnwn1 ·-d,•i..str, principttl uuder-

12 wrilcr, depositor. nr diKrributur n>gi£~ert"<l uuder sactiou {), 

13 tlulll file wid~ tl1c Conunill.!oion 5U<·Il tlunun~ ~miJuumttl, 

l4 quart<rly, and other periodic and •ped•J rtports, tht answe,.. 

15 to su<lt specifie que-tions and the minot.tc ol sudt di,......,..·. 
16 ltot:kbolden', and othtr rnetcin«'. a_ot the C(lmmisiion may 

17 by ruJ .. and rrgulntiml> or onl<r prl"<'fiht .. n...,..ry or 

18 a.,propriate in th(' publiu imrrti'>L or for Lhe i•rolection Of 

1.9 iJwcstorg. 1~1e linancinl tohHellli'lll14 o£ !Ucll reports, if r("-

20 quired by the rule• and rtgulatiou• or the C<lnmtU.ion, oholl 

21 be certified by an indeptnd•nt public acoountant, and •hall 

22 be mod• and 6Jtd 11 <Itch ti,... and in .udo form and detail 

23 as we Conuni_,.ion .hall p,...nbo. The C<>mm;..ion ••Y 
2-1 n>quire that there be ineludod in reports !ilod ,..ith it .udt 

26 in/ormation and doc:utnenll u it deems Oe<t'SOII'Y or *PI',.... 
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1 priatr rr• ketp reasona_bly current the inlonnation filed by 

2 <m-It ~notto under settion 8 or 9, and 111cb lunha inlorma-

3 1ion, of a kind whiclt the Commission migln l"'lCJUi~ to be 

~ included in or 10 a<'tODipany a rtgismltion stat~me111 ftltd 

~ under •tttioo 8 or 9, tiS the Commission deems De<!eli&r)" or 

6 appropriate iu tbe public interest or lor the prottction or 

7 investon. 

8 (b) 'l'he Commil!l1iou sluill pro,·ide by rules ond regula. 

9 lions lor 1bo tiling witb <be Conunission nnd wiLh n11y na· 

10 liOilft i K'CIIJilies exchange L'<>UUenJtd Of OOjliCS Of periodic 

II oud >IM'<"iaii'I'J>Oit"> or of ponioDll or ouclo rtJ>Orts, filed by uny 

12 l'l'giittrtd im·estJilrot oompuuy pur;;tlllnt 10 sul!S«Iion (a), 

13 in litu of an~· l'tllOTIS mjuired of ;;uclt company w>dtr ..,.,00, 

14 13 or lr> (d) or tl•• Seturili.s t:n-hange Att of 1934. 

15 (t·) 'l'hr CmwuisSon shnll require by nii<S 81141 regu· 

16 lotions or onlrr. il aud lQ the extent tluu. llw Commi.ssioo 

17 fiuds '~~11Ch ttl' liou H('('e8$Ury or ttpproprinte iu 1lu~ public 

18 inl t:l'!'tlt. or fur Lbe proiCttion or iln·eswrs, UltH A reglslcred 

19 iaw~t u1cnl C'Otlltlllny tnmswit l)(lriod_ic nnd f!pe<:il\1 reports or 

20 nOli<.,.. 10 tbr o<~·urity holders, or si'C('ified ci~U!Sel or the 

21 !t-'<'llril)" boldt•n, ol meb oon\JI&DY, •• such tilllllll and ill sucll 

22 fon11 and detail as tbc C<>mmissiou wall preiiCribo. Suclt 

23 repon1 anti noli..,., lball ron1ain $11th of the iulonnatiOD 

24 roru•lnc.-d ill "'J[istntioo stattmentJ, appliauion , reporu, 

2:. and other doouneu~ relaling to such company liled undar 

) 

) ( 
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1 thio tide, u 1be Cotnnlis!ion may pre..-ribo by rules and 

2 regulatiOOI or order u DOOOIS8J)• or appropriata in tbt 

3 publit intertSt or lor the prol«tion of intaon.. 

(d) E<try person who is .m-1•• or indirt<tlv tho . . 
~ bone6cial owner or more than 10 per centwn of ... ,. tluo 

6 of ooiJianding seeurities {other than •bort.ttmt paper) 

7 of which " rt'gdtert-d inv~une:nt eotnJ"IOn~~ l~ lh'-' i~1rr. (It 

8 who is a director or nn offieer oJ snth 11 MltiJlfHiy, 11lut1l 

9 bo tnbjeot to the ••me dutieo and liobilitico •• thooe imposed 

10 upou l'CrtAin btue6ci11l owners, dirccton. "nd oOhltl'l by 

U ...aion IU of tl1e Securities E:r.ebauge Att of 1934. 

12 ( •) lt shall be the duty of .,.ery pelt<lu rt'gi<tcrtd 

13 under settioo 9 liS an alliliated person ol any ,.giolertd 

H tnatllitiii('Ot innument company. within thiny da)"l aher 

16 the end of 0\"0ry" meal quarter ol mch company. 10 snbmil 

16 tO the board of direel<lrs of the company I !Uitmtnl tbow• 

17 ing the amounts ond dates or e<ery pn.rrh810 or 8ftlo modo 

J8 direct I)' or indiret11y lor the account or sudt person, during 

19 iiU('h fl llenl f)UJart(•r, o( J11C fiCCUril"ies of MlY i.J!iUCr nny OU .... 

20 ;:umdiug security of which wns pnrelo•sed or oold Ly suoh 

2l registered compRHY ac any tlrne during 5Ucll fiSC!&I (lUIU'tt.r. --7; 
22 

23 Soo. 31. (a) E•·ery regislertd inn-otu~l eompany, 

:U e\"er)' undt....-riler, brolctr, dealer, or in<t81ltltnl aciMr 

~ which is a majority-owned sub;idialy of suclt a computy, aud 

~~&I• so, o4d to uno :n • 
The J:rOYia l ona or thla aubaeot1on ah.all zaot applJ to purohaaea 
or aal .. or OoYtl"'\•nt aeourt t1•• or abOrt-t•ra pepel'. 
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1 every llliiDIIg<'r, investmtlll ad~r, principal underwriter, 

2 dtpooitor, or dLouibutor rqisttred under ~ 9, mall 
3 tnako, keep, and Prt8tl'\'C lor llWh periods, such aooounra, 

4 ooet·tO<OOnling prooedijret, c-orrespondence, nwnoran~. 

~ llftJ><!rs, books, ond othtr rtrords M tho Commi .. ion may 

6 prescribe b)· niles ond regulations or ord~r as necwl\ly or 

7 appropritlte in the pnblic illl<rt'St, lor the protection or 
8 in•· .. tors or lor tho eolorttnltnt ol this title. 

9 

lO • llUudruee. wemon&11da. IMJX'h>, boob, tilld othtr records 

11 kepa or r<'<!uired tv be k<tJt hy any person .ubject to •ub-

12 tNrtion (il) sbnU IJ~ tubjcct ut any time and from limo to 

13 linte to such reMonoble periodic. apeein1. nod other uauli· 

14. 113tjon~ b~· the Commi""'iont or •ny mrotber or represwtativc 

1~ lbtrrol, .. the Conunission may pmtri~. It shall be tha 

16 duty ol any sod> pen<m 10 lumioh to the Commission, 

17 within such TeafoOa!Ablt time •• tho Co1llJiliggioo mo.y pre-

18 ~tribe, any iJJiomllltion with respeet to such records which 

19 Lite Comm~ion muy by order rC(fUirc. 

20 

21 

~22 
23 

u 

(c) The Couuui><ion. or Rny member or rcprcsentati•e 

the-! dffignaaed by it, mall ha•·• power al a.oy time and 

from time to time to make an tnmination ol aU the allain 

of ••tl' rtgislered invtttmtot compuy. 

(d) The CommiMiou, by mitt and rcg.W.tiont io lhe 

2:1 pubUc iaote.rest or lor tlac protcotion of investors, may pro-

) 
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1 tcri~ lor ~ invOIIDVDI COGipallies or daoes or ~al>-

2 ...... of ~ in\"ftUDt'lll C!O~ 

8 ( 1) llDilorm ruelhodl lor keeping aooounl! and 

l 

f 

6 

7 

8 

9 

10 

IZ 

)3 

u 
1.5 

lG 

17 

18 

19 

ocher reeords ""luired to be k~pt plllilllnt 10 sub...,. 

tion (a), including, among other things. unilorm mctlJ· 

odl o! (A) clas!i!ying and segr<gatiog acoounLS, (B) 

recording and carrying attnriti<t and other-'*· and 

(0) di!f~ntiating betw<...,. capital and intomo; and 

(2) tlJe wtthods, prodi<.-.o, and prooodore! to be 

followed io dettnoining tbe fHtritl ro be uadt iu a& 

oounts, books, and othtr "'coni• required to be kept t•ur­

tu&nt ro subsection (u) , inoludiug. utuoug other tlt.ingv. 

methods, pnletice>l, and prv<.'tdun;o o! d ... nnining (A) 

ooot of ....a; (B) tbe ··alu• or aste!*; (0) profill, 

loaeo, income. and u~; (D) the incumDct and 

diJobarge of liabiliti<o and eootins«>• liahilitio; (E) 

the entries to rtflt<l the i~Mw>co. !lho, uebango, aoqui­

titioo, redemption, or rctirtrntnt of any atOirity or wbieh 

roch a company i• the is,.aer: (1-') I he adjustment o! 

20 aotOUDl$ o.pon tbc mtattmtnl o( auy &I!Stl or liability 

21 or any capital or surplut aooount; and (0) the wtrift 

22 pronding lor depreciatioo or ~ft<Ctiag apprtc:ialioc of 

23 -
:U (e) For the pnrpooo ol enlorcing the rules and rtgala-

2l! tiOOI ol the Qouuniuion under snb<e«ion (d) and provtnl• 
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1 log circwnTenrion thereof, the Commission is aothorUM--

2 ( 1) to prr.oeribe by order the a"""""t or oteouall 

9 in whidl penirular outlay•, .-ipts, txpt_ruoes, ineome. 

• profits, 106Sts, dopre(liation, appi'Ocialion, diYidend di11-

5 

6 

7 

8 

9 

10 

II 

12 

lS 

14 

16 

tribotions, and other trnnsactions shall be ontc~. 

charged, or credited. anti tho manner in whiah nny such 

entry, charge, or credit shall be made; 

(2) to rf<lUire by order thnt an entry be motliR<'d 

or l!Opplemem<'d: 

(3) to prohibit, by rult~ • nd r~gubtions or onlt'l', 

the keeping of necountiug records other thnn those pre­

scribed or BJ!Jli'O\'etl by dw Commission, or the keeping 

of such recorda in n mntUltr other tbnn those JlreJK:rib<'<l 

or appro•<'<~ by the Commimon. 

(f) Xo rule. regulation, or order sball be issued under 

18 this -wo pl'!)bibiting 1 person from subda .. ifying 10 

11 •cconnt, or from m•intftininj! supplementary re<lOI'd! rtftcet· 

18 ing $nhclassi6cndons of on aocotuH, in a.ny manner which 

19 does not impair the integrity of the account •ubc.Jaosifird. 

20 

21 

AC'C01n<TAl<T8 Al>'ll AUDTTORS 

Sm. 32. (1) .\Iter one year from tbe eft'ecth·e date of 

22 tbit title, it ,ball be tml•"'ful for any ~ moMgenM'nt 

23 in•·e.trueut tompot.n~· to file 11itb tbe Cuoonis>ioaany flll&ncial 

24 ttntemotn sigued or eenilind or based upon an uamillfttion 

2.; or audit by any independent (>~tl>lic acoountaul, unie91 such 

) I 

) 

1 AIXlODDI&a Will ~tiOCIAld by •'Oto of tbe holders ol IDch .,..,. 

I ~· 1'0fin& lWID'i6et at tho IDill1ll or a opoeial meetiftg 

a of IUCb lleCillit)· boldm daly calltd ; e.<oopt !hoot any •otaney 

4 between sueb meetings tna)" b. ftll<'d by tloe boerd "'' 

5 dirteton of such company. 

6 (b) No reg~1ered man•lgemcnt iowestmcnt oomPftQy 

7 or ~gislered faoe-.moum t~ificate company .hall lilo 

8 with the Cotnmisoion uu· Gnancial l!lott'lllent in the p~pa-

9 ration ol whieb the priucipot.l ol'<OUDtiug officer or em-

10 ployee of such eowPftOy panicipot<'d, wllen such offieer « 

ll employee was seleeted, eitbnr by •otc of the holden of such 

12 company's voling teouritilll •tlhc lAalannunl meeling ol 111tch 

JS IM'ClUI'ity bolden, or by tloc board of dirootors olsucb oom)lftny. 

(o) Tho Commission it autloorized, by tules and rrgtt· 

15 lations or order in !be pub6e iuttr .. t or lor the protedion of 

16 investor~ 

17 

18 

19 

20 

21 

22 

23 

(l) to pmmbe the minimum seope of and pm­

cedu,... to be followed in noy nudil of a regi.ttered 

inve~tment ODJIIJ}Ilny; and 
(2) to require atJCOUntanll and auditorot to keep 

~puns, ,..ork &beell, 10d other documents and pot.pen 

relating to ~p.md in~ettrotnl romponies and to mako 

!be ,.._ a..ulable for ioopection by the Coonmiliioo or 

any member or rep~ulltin thei'NL 
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1 BBn'L1IX.Blt'r OP CIVlL .A.O'DO!D whichever 6rst OCCII!1. 1 A rtporl of tho ~"" audu 

2 SBO. 33. (a) It lhall b. llllkwful for o y ...P.cNcl 2 this atdion Dlily l:rtal, a.maac Olhtr things, of lha ,_b!.-

3 in•tSIJDeDl eourpany or alliliattd penon dlerelll lo eeuJe 'Or 8 - of any Jecal or Olher fete to be paid by any roprertd 

~ compromise any claim of tbo following oluats, lllllela a~b 
' in•ettment eompany. io connection witb sueb accicirt or 1uic. 

5 claim is the sobjeot of a oivil dotiOII or mit iii a ooort bavi6g 6 for services rendered • Jl'lrty or Jl'lrties other than sueb 

6 jurisdiction to approve such sttllement or compromise: 6 company. 

7 ( 1) any daim by • rtgistertd in'·estmtnt eomJlhY 7 (c) Tbe Comm.isiion is autbonud. at the request ol any 

8 or • oecunt~· holdt'f tbtrrof agaimt an ofli-, di-, 8 tOUn of a State io whieh sad> a pro~ acttleme~~t, <UIIp!O-

9 ruanager. tnt>t..,, or dcpo.itor of sucll oompany for an p wiie, or eonles:Yon of jodpltnl hu b.... llllhmirud, to file 

10 aUeged breach of oflicinl duty; or 10 meh a rtpon with sucb oourt. 

]) (2) uoy claim by o S«'llrity holder of a n!glstered II (d) En!ry report moo PUnilUIIIl to tbio -ion lihall be 

1Z invesuucni. oompnuy ttgoU1st !ltlcb company or a.u oOictr, I { I )2 hued upon facts estnblisbeJ before tho ouun or an uffioer 

13 director, naallftger, tnrstt..,, or depOOtor thereof for an IS theleof, or before • naember or officer of tho CouuniSllion 

l4 alltgcd injury done ~nclt oe<"Urily bolder together with lf pni'OUA1It to an invtstigotion by the Coumliosioo, and shall be 

15 olhu !tCUJ'ity holdert of tbe same cia& u edrisory ODly. 

16 (b) "ltenevu A'IY claim of the classet- etJIIillb'lted in 16 DIII'I'BUC'nOY A.~ P AJ.40'1CAn0" OP REl'OII'!II .U.'D 

17 !ltbseetion (a) is nado the subjeot of a chil action or auit 17 RJ!()()IIl8 

13 in n oourt of lho U11ittd Stoles, such eourt shaU not •pprove 18 Sro. 34. (a) h shall be unlawful lor any peroon, except 

JO any proposed ••ttlomem or compromise of such nclion or 19 as permitted by rule, rcgulntion, or order of tbc C<!mmission, 

20 mit. or pcnnit ooufe8fion of judgment thercin witltoul trial, \10 to destroy, mutilate, or alter any IIOCOWII, oool-6(l()OUDtllog 

21 wtil alter the Conmliaion bas filed with the court a report 
21 pr_.j.~. oorrespondenco, n~ttoorandum, book, paper, or 

22 concerning the faimess of the proposed setlJemeot, oomp~ 
22 Olher .-rei up< panuant co this titlo. 

23 mise, or oonlmion of judgu~nt, or bas notified th. oonrt that 
23 (b) It sbaD be unlniol for allY pmoo to mab any 

2-1 it will not file a report, or uutU the expil'lltiOO of such reuou-
) u anlrue statement of a material faet in UIY repuarioo IIAI .. 

~ nble time for tlao filing of a report as the coun hu Jlxed, 
~ menl, application, report, aooounl, reoord, or otber doonnCJit 
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1 liled, tranlllliuecl. or kept punuanl to this tide. It aba.U be 

2 unlawful lor any person filing, tn.Dsmiuing, or keeping any 

3 audl doc:wnent ~ to this title to omit to &late thertin 

4 any (Mt n-'Y in order to prevent the Sl&tementJ ~DUe 

5 tbmin !rom being materially misleading. For lhe Jl<ll"POift 

6 of this subsection, any pout of any such document which is 

1 signed or certified by an accountant or nuditor in hit Ctipaciiy 

8 •• sueh &!Joll bo deemed to be mndo, filed, tmntmitted, or 

9 k~JlL by atudJ nocoJuJtant or auditor, "" well oa by tbe penlOn 

10 filing. tmusmiuing, or keeping tbc complete dowment. 

ll 

12 SEC. Sl). (a) It ibaU be unlawful for any ptrtOn in 

13 iul1ing, stlling, or olfering for sale any &erurity of whicb a 

H rt¢stertd in,·elliiDent oompeny is the issuer, to reprtlfDl 

15 or imply in any manner wbatsoe.-er that snc:b .-rity or 

16 oompen~·. or any affiliated person of or principal undtlr'l"riter 

17 for sueh oompnn~·. bas boon guaranteed, oponsored, reeom· 

18 mended, or apl'rovod by tho United Stntca or nny ngonoy 

19 or omcer thereof. 

20 (b) Jtlhnll he unlawful for any pc11(1n registere<l under 

21 ony stctiou of this tide to repreSI'nt or imply in any tll&llller 

22 "hatBoevtr that sueb person bas been rpo1110red, reoom· 

23 ,...decl, or approved, or that his abilities or q.-lillcatiom 

24 have in any Jftpeet been pas>ed upon by the UniU!d Smt~ 

2J or any '£tnt")' or oflieer thueol. 

) 

) 

l (c) No pro•omon of sut-rioo (a) or (b) lholl b. 

• 2 COttJUUed to probibk a ttatemen~ that a penoo or .....,Uy 

3 is ~giM~~d un<kr this Ao, the s..wu; .. Aet ol 1933, or 

4 &he Seturititt l:xehange Act of 19~ if -b otatewent is 

~ true in fac:l and if the effect of soob regi>-uotion is '* .,,;.. 
6 reprcteoted. 

7 (d) It 1ball ho unlawful for any registered in••eouncot 

8 oomp~uy, aa IHII't of the name or 1ide or •ncb oo•uptny or 

9 of any security of which it is tbe issuor, 10 """ any word or 

10 words which, in the ligl.11 of the busin•ss ami bittory of auch 

11 oomptny, the Commission Suds and by order dtc:bn..,. to be 

12 dooeptive or misleading. 

13 

a 
15 

acl.£8, lii:EOC'LATJO~s, A..~D OJWE&S; GE~"'l:Jii.A.L rowus 

OP COlOOSSIO!' 

Boo. 30. (a) The ConmU..ion shall ha•·e authority 

16 froul liuw to lime to make, isme, amen~ and mJOud aueh 

l7 rules fUld regul.3tionli antl f!uch orden1 tt.s il finds Ul'(K!b,.ury 

18 or aq•J'tOtlrituo LO cnrry CJUt tbe pro,,i!ious of thiA thlc, irr­

l 9 cludlug rules and rogulntio"~ defining accountiug, tc<:buical, 

20 and tmde ltrn>" used in d•is tide, ciA88ifying iuveiUntnl 

21 oomponieo and other persons to whom this tit16 relate~, lnd 

22 pmcribing tht !crm or fonm in wbiclt in!onoation required 

23 ill regi>trt.tion omttnltnts, appli<:atioo!, reportS, and otbtt 

,._. "th tbe <:oouniK..ioo iball be lt1 forth. 2& c~«wnent. ,uru .,.., 

(b) The Conunisoion, by soeh rules and ~platious « 
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1 order u it deuns necessary or appropriate in tho public 

2 intemt or for the prot~on of invostora or COIIIUDW't, may 

3 authoriu the 6Jiog of any informAtion or doewntnll ~ 

4 quirtd to be 6ltd with the Coauniaioo 11nder this Iitle, tht 

5 Securities Aet of !933, the Securities Exebengo Aet of 1934, 

6 the Public Utility Holding Compnny Act of 1936, or the 

7 Trust Indenture t\ct of 1939, by incorporating by reference 

8 ftny information or doouments theretofore or COIICl\1l'nllltly 

9 filed with the Commission under this title or a11y of such 

10 Acll. 

II (c) No provision of this title imposing any liability 

12 •ltall apply 10 any act done or owiued in good faith in coo­

lS fonnity with any rule, regulation, or order of the ConlJllis.. 

H sion, not...-ith>tanding that sueb rule, regulat.ioo, or order 

15 may, afttr sucll an or omissioll, be amended or rescinded or 

16 be determined by judicial or 01ber authority to be im'lllid 

17 lor any rea.wo. 

18 

J9 

llRART~(;S HY COlUnSSIOS" 

S&O. 37. Hearings may bo J>nhlio and mny be l1old be-

20 fore the CouuuiS!ion, any member or mtmben 1hereor, or 

21 any oftioer or officers of the Commission deaignated by it. 

22 and appropriate lttOrds thereof shall be kept. In any pro-

23 -.ling before the Commission, the Commi'Sioo, in oi'COrd-

21 a1•ee with IU<b roles ond regulations as it moy preaeribe, tha11 

211 admit u • pony any interested Stale or State agency, ond 

) 

' 

J 
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1 IXIIY admit •• 1 ptrty an~· reprosentati\1l of intemted _,rity 

2 holclm, or tO) othtr person ...-hO!!O participation in the pro-

3 t'oedhlg n111y be in the pub&e inttre>t or fO< the proteetioo 

4 ol in•·nton. 

5 

6 

E~t'08CEllK.~T OP TIT:L£; l~"'"\"ll)"Tl0£TIOS8 

Soo. S8. (a) The Commission, in ito cliseretion, 011y 

'1 invtttigute any fnc:ts:, conditions, pmericc>s, or nwtten which 

8 it mfty deem nccessnry or appropriate to dNenulne .,.be1hor 

9 ony penwu hns v&o1nted or is llboul to violme any ,,ro,•is.io:u 

10 of tbi~ Iit le or ouy rule or regulatiotc< thereunder, or to aid 

11 ill the tllfOrt'tlnCilt Of the pro,is:iO-l\S of tbis til)ftt in IJJe J)TC!-

12 ..,ribing of rult"' aud nogulotion• thereunder, or in oluining 

13 infonn•aiou 10 8tn·e as • t.sis for rto>mmendiug further 

14 legi.lotioo coo«'mit>« the nlftll.,. to dieb thi• tide nolatea. 

15 The Commission u111~· req.U.., or permjt any petiOli to file 

16 with it a tlatfnleol in "'TiLing. under oath or otbe:rwi:te u 

11 it shG.ll det~nniue, A.' to any or &11 faeu and cirt'tlnlStllncts 

18 cont.1mliHg n nu\lh•r whiclJ mny be tht subject of im·ebtigs,. 

19 tion. Tbc Omomi~siou, iu itK di§('retion, mny Jmbli.sb in· 

20 fomuuion tunctn•iug auy of tlu~ fun-going maucn. 

21 (b) Yor tbe ptlTJ>OSe of any in•·eotigotion or any other 

22 proeeeding under 100 tide, inclnclinjt any tuminatioc pur-

23 IIWII 10 i<'<tiou 31, any member of the Conuniisioo, 0< any 

21 olliC<'r tbel'f()( doQpaled b~· it, is empn...-ered to administer 

211 ooth& and alinuatioos, subpeno '1ritnes1e1, <O<Dpel thtir 
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1 autndanee, take e•idenee, and n;quire tbe production of any 

2 boob, papers, toJTtSpoodenee, memor&nda, toolnlctJ, •crt6-

3 mtnto, or other records which are ~lenot or m.terial to 

' the inquiry. Such alleodanee of wit- and the produo-

5 tion of any sud! records may be ~uired from any place 

6 in any Stole or in any Tmirory or other pitloe 1ubjeel to 

7 the jurisdiction of the United States at any de.ignated pitlce 

8 or hearing. 

9 (c) Jn co•• or contumacy by, or refusn.l 10 obey a. 

10 rnbpcnn iuned 10, any person. the Comrni.S!!iOn mny ju\'Oke 

11 the aid of ony C(Mtn of the United Stateo within the jurU-

12 diccion of which such in~e.~igalion or p.,.....ding is tarried 

13 oof or whtrt StKh pt'I'SOD resides or carrit"' on businf'!'l, in 

U ~uiring the aut'lldance and testitooo~· of witn~ ond 

15 the production of boot.. I'•J>enl. oomspond~OC'<'. mernomntitl, 

11i rontmct•. ·~.,..,..mrnts. nod other n•rord!. And <ttdt '""" 

17 nuty i~<~nc fin onlrr TNluiriug sueh 1~11 to RJ1pe"r brrore 

18 lhC C~mtniM!{i()n Or lltt'lOI.Kl.r or OffiC:er designuled by thO 

19 Commi.sion, there io produce recorda, if so ordered, or to 

20 gi"e tt'i<timony touching the molter under in•·estigntion or 

21 in question; and any failure to obey such order of the court 

22 ma.y be punished by sud! conn •• • oontempc th<TtOf. AU 

23 pr'OCftl in any <ncb ease may be """ed in th• judicial dis-

2-l trict 'l<btreof such penon is an inhabitant or wh•re•·er be 
25 may b6 fouod. Any penoo "'bo "ithoot jutt eaUJe ibAD 

, 
... 

1 

, 
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1 fail or rtfu~r w allend 11.11d le-.tifv or to ao .. \\tr am la"Aful . . 
2 inquil) or to Jln~thK't' bouk:-., l)llfN'""· tOI'J"C"'io)MmdtrM"r. Ult·UM~ 

3 moda. t'Oillr'1<1-t, ·~••wnt ... Clr 01hrr J't"C.''ftl~ if iu bj, or 

4 it" )JiO\\('f ~ 10 do, in olx-dirtlef' 10 the suhpt'Uft uf lht (•tHU• 

S mi!';toiou, .hn11 l.11,• guilty uf n nU--dcm("JUiur, nud "1"''11 t•ou-

6 ,rit1jou "!toll ltf' t~ul.tjt'<·l w 1t fiue o£ n01 111on• t1mu SI.UUU 

7 or Co iruJ,ri:Oounwm for n term of uo1 1uon• llwu mw yc•ur. 

8 or both. 

9 

10 It"' I ir~ iug or frtUH pmdudug htM)~. l"tt.M.'~. l'urn'"(.liiiHit•ll('\\ 

ll n1rmornuda, t•untrucr ... at~IJlell~. 41r oth("r rrt.,;rd_c ••••d dtlC~ 

12 mtul .. ))('fort th«" Coum:tL~iou. or in olwditiK'f' to the .~~uhJK'na 

13 oltht t"ouuui .... ion or an~· uwmMr ahen'Ol or an) offk't'f dtr 

J4 igauuC'd by it. or in any (all~ or proct'('d.iug iu~tiHatrd b~ tht• 

l!> t'ommi,."-itm. on tit<" ground tbil.t thr tf:""olinKJuy or I'\ idt·IK~C>, 

]6 (\Q{"UUI('Utnr) or nt)Jrl'\vi...r, n .. jUlr<'11 of him IIIU)' H•ud tu iO· 

11 t•rlmilll\t(l him {It l'llhjetl hilll hi 11 llfUI\lty Ot forf(•illlrC: l;ut 

18 110 in1li\·idunl ,.holl hr pi'O!lt"<iuted or sulJjt•t-"t. to nny 1~nnlty ur 

19 forfl•itUt\' fur or Oil A{'{\tnLUI Of tmy tnu~t,c:tiuu, Ullill('t, Ot 

2() 1hing t'tmet•ntin~ whida he j .. <.-onllK!llt'tl to lt.'1<tify or J'nxtu-.-e 

21 t\ idNU't', du('tUUtiHtu·y or othe.r"-L~. ahtr lul\·ing cbli~ntod Jij .. 
22 t"h·ilt~ aguim·l ...-tf-ineriminatiou, except that 'udi indhid­

ZJ t&AI .....,) 1 ,....tif~ ing .. ball nol be t.t.tmpl £rom J•ro:-«1Uiou and 

2t JMUli .. Juntnt for ptrjury ('(Jilintitttd in ~ tt--tif);ng. 

2:> ( •l Wl••nt<tr it .]all 811pear to tb• Cvtruni<-ioo tb.tt 

J.216862~ 
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any pti'>On has tngagtd or i• nllOUt to tngage in any aCI or 

2 prudiee constitncing a \'iolation or tWy pro,-risiou of this tilte, 

3 or or ony mJc, rcgul~ttion, or ordc.r hereunder, it mny in irs 

•t di<crctiou bring nn OCt ion in Lho (ll'llpcr district OOUrt or the 

~ l' uitod Stntcs, the SUJll'l'll1C Court or llte District or Cohunhin, 

6 or the l:nited Statts ooni'U or nny Territory or other (lloee 

7 ;nbjecl to the jurisclietion or the l' uittd Statts, tO enjoin IUclt 

ij ttCIS or prnetie<'S and to cnron.-e t'Omplinnce "·itb this title or 

9 1my nLle, regulation, or ord('r bc.reunder. Upon n showing 

l O lhnt :welt prrsou 11ft"~ cngngcd or i.s obout to engttgc in lHty 

lJ ~m·h ocl or llnH:tice, 1t 1u:ruHmcut or tempornry injum:1ion 

12 or dr<ree or r<'>tTniniug CJrdrr . hall oo gmnted witiJOut bond. 

13 In any 1>roeerdiug undor tlti> rubse<;tioo to enloree oompli· 

14 atK"e wilb section 7. tht coun as a coun of equity rnay, IO 

lG 1be extent it det'rab ne«'''4-•ry or ftl)propriste, tnkf' exclll!'i,·e 

lG jurisdiction nud ]~S{'"~iou or lbc ill\'CShnent COlllJHIIiY or 

17 {'OJU()IJUi es io\'olrcd nud tbt• hooks., record..~, nnd t~Ui 

l 8 tlwrrof. wlterc•·rr ln<11tcd ; nttd the oonrt shall ltft\'c jnrisdio­

l9 tion to AJlpoim d tru ... t~, who wi1h 1he npprovel of 1be t.'<mn 

00 >hall ha•·• power to tiL'I"'"" or any or all or <ncb as«llftlltl, 

21 ·ubj<d to sneh trmJJ and rouditiollS as the court "'"Y pre-

22: i'('ribt>. n:t:~y U\l)ke inch dis~itiou in accordance with a plan 

23 of r(lorguniz,uion ns to whicL n dccbuution is cfTccthfe under 

2J ~trction 25. The Couunil!Si...m nmy lrru.LSmil such (Widencc 

2;; 
.. may be O\aiJabJe t~ucenliJ,g any violation or tltC I>TOI'i· 

) 

83 

tions ol this title, or of an~ .. rult, "'l'llarion. or onler lht-no-

2 under, to tht AttoroC'y Oe1wml. who, in hi.il disc.·rttiou, u~ny 

3 inl'titute the llppropritue t·rimiu.J•IJ>rtK'(·cding$ under thi.; titlr. 

C011 UT 01'.\' tto:W tW Ultni-~ICS 

SI'A\ :!9. Th(' JU'tJ\'i_,.jou.; uf Ml('liuu 2 1 of cht• (luhli(• 

G rtility llvldiu,g C'•llll]:mn~· .\(1 (If tu;t;, an> hf·n~by irK·or· 

7 pvl'llrtl in dU~ lide IL ... tbous:h full,\ "i fttnh lu•rtin. 

8 

9 

10 l ' tilily Holding C'Olll)l:~ny .\lot of wa:. n.n• hereby im-.u· 

II fHJ I'UlCd in 1J1is lillc us tht!llj.\'h fnlly "''' f•,rtll lit'r'('in. 

12 

13 M'<'tiou ~.or UJlOU a lailu,... w fi11• a l'l'lt<•>t '" ••h.r d0<11HII'ttt 

H n.•tuirocl to be mt<J Wlll•r tlti< title. Uta~ be bnMJght in tht 

t:i dl!.trit.'t wherein the dl·frudnru j._. 111 iulu.hicam or u..aiu1:aini 

tG hi~ ur it§ priueipdl oft~cc or v~u~ of hlliin~~. 

17 I~FOR)IATIO!\ Yll.£11 \\l'rll l'O~IMis.-510!\ 

18 St.:o. 4: L (a) 'L'hc iufnrturHiun ,'OmttiuPd iu lUIY I'CW!l-

1D rnuiou !<il&temcnt, ttJlJ>lie.uiou, rt-'Jitlr1, ur otlH~r dot11uwu1 filf•d 

2() with 1be ('OOlmis_._..;ion })l~t-:UAHI 10 •uy vro\-i_.;ion ul dti~ Iitle 

21 or olany rolt or rogulati"'' tl><n'1lllller •luaU be m:ult nailaMt 

!!2 
10 

cbe pt.thrw; unJe... ... and rxrq~t iu-.o!lr , .. abe Conuni..,.i~.u. II} 

2a nak~ uud rrgul!llion ... UJH>U il!O U\\ u motion. or l•y ord('r UJ~m 

2-l ltl)Jl1il·ntiou, fiud." tluu J>ul.li t• lli .. •·IH .. ure i:< utiLlter Ut'L'f'-®•TY 

2.1 nor upproJJTitlte in t1u~ IUihliu iutt·n··· or fur tht• i•rvU!oc.:liun or 
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I investol'\!. II .ball be unlowful lor on~· lllt'mbtr, ollkt>r, or 

2 tmployt'e or tbr C'onnni-.iou to liSe lor jl<'r>Oual l~nefit, or 

3 10 disclose 10 •ny jl<'l"ll()ll other lhtln !Ill officinl or employee or 

iJ thr Uuited Stnfcs or of " Slnte, for oftici,_l \ ISC, nny iuforma .. 

~ tioo contained iu any dO<·u1ncnt Ml filt•d, if such infol1llolion is 

G oot amilnble 10 the pttblic. 

7 (b) PJ)()ICNatir or otbtr oopir, of infonnatioo <~~ntaincd 

8 in clccuments filed with tbt t'onuui~ion under chi.~ tillt and 

9 mode amilnhle 10 the public >lmll bt furnished any )><Non 

lO n1 Math rensou1.1blc t'horgr nnd llndcr liU<'h reoMl~t~thlo 

l 1 Jim.itotions ns the Gommi-.~iou .f.hnll prr.wribe. 

12 AS:<t' AL CEPORTS 01' C"Oli MISSIO:<; \"AUDIT\" O• ("()!!<• 

13 

H \-s..'\"D~G COliPJ.J.\~('E WJTn TJYLE; EllPLOTl!D! Of' 

l(i TilE CO»HlSSIO~ 

10 SEC. 4-2. Th(' pnwi'liOU'~ of !lcrtion.s ~3, 26, 27, ond 31 of 

17 the Public Utility Uoldiug Con•J•my Act ol 1935 nrc hc,.cby 

18 iueorpornted iu I his tillc ns ll11•ugh lnlly stt forth herrin. 

19 

~!'('. 43 .. \n) 1•·NJn w),o willlull~· •ioLu ... an~· pro•·i-

2l -ion vi this title or ol ••> ntlr. rt'gulotion. or order hrrtunckr 

22 ,J.aU npou eonviction he fiuo d not more tban 810,000 or 

~ illl()ri .. nned nor tnOrt•lluw '"" yt•u~. or Uoth; Out no J:.CI'liOIJ 

24 ~hnJI 1J0 com•itiCd Ulltf(lr lhi.t '·~f it.)U for the \'iO)nfion Q( llUY 

) 

) 

) 

• 

0 

1 rule, rtgnlatioo. or ordrr ir lot pnn·,... that he had no l<uowl-

2 edge •I such mle. rcgul,llion. or ord<r. 

3 J<:I"Jo'f:('T 0~ V.XI~TISO I..AW 

4 SI~C". +4. r~xwrt~ wlwrc• "IH.'t·iA(" JlfO\·il' iOH is umdr Ill llu., 

G C"'IIImr~·. norbing in thi .. 1i1lt• .. hlliJ n1TN.'1 (I) lhC' jnri .. di ..... 

6 lion of tht C01wui«ion undrrtht S...triti ... \n ol 1933. lht 

1 ~riti .. 1-:xrhanjt!' .\n o( 19!1-1, tbr Pub~< l:tilit~· Holding 

8 C'ompony .\rt ol 1933. or thr Tnt-1 lndrum"' .\tt ol 1!1:19. 

9 0\'rr any person~ 8('Cnrity, or lnuL .. nrtion, <'r {2) lht• ri~tln ... 

10 ohli~"''ltiuus, lhllit"i!J or lill lJililil~ or 1111)' pen-en mult•r l"lli'h 

11 At't!: nor glutll uu~·Jl1iug iu thi~ li lht niTLl('l !Itt' jnriHii~·1i1•11 

12 or 1u1y other oomrni~ .. inu, ho;tnl. ,.~·ut·y, or oRM.1'r or 11•4\ 

13 {;njttd Stales or ol an~ ~rate or J)Oiili('a) :-.ubdhi ... iou of ftll)' 

H ~tntt. OY"er any I)("MM:I. lof'C'1&rity. or uan..qet'lioll, ilbOr'" ... 

1~ , 0ch jurLo:dicrion d<K"'- noc ronfiic:t wilb any J)ro,·biou or 1l1i'!t 

16 tit1t or or any ntl~. rtgulruion, or onl~r hereunder. 

17 

18 

ORN&IlM· an:runriON::i 

SEC.. 45. (a.) Wltcn u~ed in Lhi~J tillo, unkss the (1Htn~xt 

19 olhtrwi"' re<Juireo-

( 1) ·T'etson" mN.n• a naun1 penon or a rompmy. 

(2) ''Company~· m<'Am a torporation. • partnf'Nbjp. •n 

2:2 association. a joint-i-tOC'k romp!'ny. a LM!l, or any organiud 

20 

21 

2..1 group or persons whether inrors)()f'tlted or nut; or any re­

~ ooh·cr, trn.stee in bt~nkn1JlU:y, ur s-imiLlr offidal or any li'lui· 
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1 dating agent for any of the fon'jroing, in hio ""f"'dty ._, , 11r!J. 

5 to tu1 exchange). " IJtok{'r". "dealer'', '1mnk", ·•dinx-tHr'\ 

G "Shue··, ftl1d ''iutt',...l~tte t'Ouuutn-e'• bavt' 1he SRJnt tnt11nings 

1 •• in the &naritil'\ f:Xcheul!t' .\1'1 of 1934. 

8 

9 eutidiug tbe o"1trr or hnltiC'r thcrco£ to \'Ott in tht direetinn 

10 or maungemeut nf tltf l'fTninc of n compnny. .\ ~J)l"' 'ifl,•d 

J1 p{•rf'f'utagt (I( lilt' tlllbhlucliuJC \'Oiing f'CC:uritie~ of,. ltOiliJ•lnly 

12 nwsns suC'h nmHmlt of it~ nnt"1Mdiug vot·insr 8(l(•uririt"'l tt~ 

13 rnriales tht hoMer or loolllero tbert'Of to "'" said •pl'<;fird 

14 l"'""'"'"gt of tho •!!(ri'J111tO \·ott;< wlaieh th• holtlrrs of all 

]5 tbt OUtS:t:tndiUI! \'OiinfC lo..{'('Urili~ O( ~uch t'(UUJ)RUy ftrt ('Uiitlrd 

16 to CnFI. The \'1)1<' of a um~•rity of the ontiiitmulin,r ,~miuJ.:" 

17 l'{'fllrities of 11 l'flm))tll i,\' IIIC'Uii8 rlir vorr, nt the muuull or A 

18 >p<•tinl meeting of the >ecurit.v bolde~t of wuch t"lniJ•m~· dul) 

19 C8lled. (.\) of 67 ll<'r <'t'ntnrn or more of the <oting """''ritiM 

20 J>rt'<etll ai suda n~t<>tin~t. if more than 50 jl<'r «'nhlm of tla• 

21 OUI~tarufin,{t \'(•lin~ ~<"Uritif"'o o£ SU('b romputy ~~ J)~llt: 
22 or (B) or morc th•n 00 lltr l>eutaun of tloe outstanding voting 

23 £ecnrities or sucll ffliH):W-.ny. 

(6) "Scuior :-.~oc•u ril,v" uu•nns n St'<'uril,\'
1 

other lbl'n 

) 

) () 

) 
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1 dislribution of ~~ 0\'tr Jnotbt'r q('Ur\t~· o£ tbt Mmf' 

2 ~uer. 

4 thnu ~bur1-1tml }ltqwr, mult•r tlu• H•nu~ or whi"h the huhh•r, 

5 upon ill~ Jlre~uulli•m to Hw i.c ... m•r m• 10 R J~l"liin rlr~-i~nrurd 

6 by ~he js._Qter. is tntitJrd to n:'<'th•t ap;tro.ximattly hi .. 1'1'0-

7 por1ionatr sbart o( tbr i ... "-ttr'c e\IIT't"IJI tK't a~.;;('l,' or IIH' 

8 aL•b equi<aleot tbtft'Of. 

9 (8) ''Foc.-e--omonnt t"t"nifit'fttl''' o~:\n!l an)· Nnifirntt, 

10 iuvestlu('nt. oouln1c•t, or (•th~r 1't'Hirity wbicli reJ•n'~eut-l nn 

ll obligtuion on tb<' Jltlf'l tl( it .. i11 ... urr In 1•uy u ~t:lted nr dNrr­

l2 minable ~wn or sumi 1H 1\ llxNI or dt·rrnuiJulhl€' iL\H• or 

13 dot~, ill toUSideratiOU Of lhf' Jlft,\ tnt .. II flf l\ ~UIII CC'rt:tin Or of 

H pl'riocli<: inst.'\li!O('Dh of • .... It'd or drtemiiuabJ~ IIUOOJU. 

lS (9) '"Ptriodic poyuu~nt plan f'frtifJfatt.. IDf'Ail"' an> 

lG. ttrtifieote, i1westment ronlrutt, ur other ~ccurity pro,•iding 

1'7 for II !!.etics of pericwlic t-mynwtltot by the holdrr, ;and n•J)I't'-!Ntl· 

18 . I. "d~d inh'f<'i!l iu ('('t'hlin ~l•(•c'iJicd sctltritirl! ur 
111g AJJ 1UI( 1\'l 

19 • · foand of >M:Unl:,., l'""'h••t-d wlnlly or l"nly m a uml or . · 

20 with the proceeds of >Ucla t»)1Uttlt._ 

•• note, dt11f1, bill 
21 (10) •i;bon-tenu papor uanm• any 

22 of ~xchange, or bankrr\ att'fJll&utt }JiftyaLie on d<-mand or 

~ I . !lturit\." at thr time of i~1UU:tee of not rn"'ftillug 
~ ... ,.mg a rm J 

l r or 1\U'-' rt'IICWitl 
n • • .. ath.:t cxclush·e of lt""il o gntoe. J 
~ auue IUvl . , · • 

I · naturity 1ikcwi~e 
25 thereof poyablo on denuan<l or uantlg • ' 
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limit<-d: and suC"h othrr t•la..'-$("il of ~enuitil"$, of a f'OIIllll('r'\ial 

2 nuher 1h1111 au in,·r .. nuc•IH dutnlt'ter, a.: the Commi~ion nu•y 

3 th•:o:i.L,'lUtte by ml~ nud rt'gullHiuns. 

( II ) 41Gm·rruu•r·nl "et·urit.'·'' nt(•nus any g1•curity i~~ut'tl 

;'; or g.u1nuuerd n~ ,,. priudpnl or iulert~l by lbe Uuit<'d StAl('!ll, 

G or b.'· o Jlfi'SOn "llltrollrd or -np•n·i...-d by and n<1ing •• au 

7 i<blnuneul4lit~· of tl1r (lfn r nuurnt of tb~ (nittd Stnt~ pur-

8 >usut to outhorit)" pnntrtl b~ the Co•'ll'"""' of thr l"uit.-1 

9 Htnh~: t•r ;my t"C·nifimh• nf dl'J)Ooiil lor lH1)' of rlu• fun•goiug. 

tO 

J1 io: list,_.d or ud111i1l<•tl •~• unliJoott-d 1n1diug l'ri'·ilrgt•s uu u lUI" 

12 tjonnl ~rilie.;: rxt~ltltl~ or on an exdlttng(' f'XtiiiJIIt•d fn,m 

13 t'(1[i .. LnUiOO J>UNUlUII hi '("(1iOn .) of lh(' 8e<.1triries .. dt-IUUII,'t' 

14 .\<1 of 19:34. nr for wloido • touui:et pri<'<' i., "'guiArl~· """"'r· 

15 ltiin:thlt froUJ pnhlit·tUiun~ ur ulhrr reudily U('<-~ihle iiHilfl't"~. 

17 Jm~s to issue tlll)' sr•·urity, t)r lms out~hwdiug uuy s~t·u rily 

.18 wllida ir has: i~ued. 

19 ( 14) ··rnawiJlftl uudrrwrih .. r" wt>;;lJJ3 ttn.'· uudt·n\lirt•r 

20 1\ho. in oonnf't1ion "·itb a priru.:tt:\' cl.bttiburion of '('(,triti(" ... 

21 (.\ ) i .. in l,ri,·ir~· of 1·uaunu.1 with tile L"SUer or an ~tftili:ttf'd 

2'~ '"'""'"of the j,,uer; (ll) oc•ting nlone or in tilii<'Nt 1\ith 

23 Olle Or more other fiC'noonot. initint('tt Or directs t lu.• fonwtrivn 

24 of tlll uudrrwriaiug ... ymli<·nh•: t•r (C) is nllow('d II nltt; or 
23 g~ t"'uuuL, .. ion, ~pn.'lltd, or other prvfil gr('Mtr tluill the 

) I 

0 

) 
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nltt alltlwt"CI anotbrr nndtrwrittr IMniripntinJ! in rtw- di~ 

2 tributiou. 

3 ( 15) " J U\'f11hiiC' II t t o ni~·t•r" lllt'tUI~ !HI~· tJfli t<er ur ril l 

4 iaa\'1•-.ihu(•ul L'HIUI)Itu~f wlau i.: t'IIIJ~twt•l'l'tl tu exct'Uit• Hr Hrfl••r 

5 tla(' UC't'tlliou of purdtn'("" t1r ~alt~ vf :-{'t'llritit•., fur lht1 

G I-'I{'C."(MUll or $Ud:t oomrwm~·· 

7 

8 romrK'n."orion. ~'llP~ iu thr hu~in.__ ....... nf ad,·isiug ocht•f'. 

9 rillar·r dir('(•tly or thruuj!'ll 1 "-l l•li~·auit•H~ or wri1in~. "'" 10 

10 1hc \'nhrc• of scturilif':i M ti ll 111 tlu• tHh·i,..tl;ilit." t•f iu\'C:olinEt iu, 

l l flUn•luu·iug. or !o(•lliug ~f'4'llrili~·,.., ••a' wlau. for t"HIIIJINt-.alliuu 

12 'IIHI n~ ll..'tri o( it n•!_,'ltiM 1111"-irw .. .!'. i"u~ or protuulgiHt~ 

13 anal~~ or ""l.ort .. (•oDC't•nriut.!' ...... .,,ui1i~: bul dot'-o ttOI in· 

14 c:lude (.\) it b:tuk: (1\) au~ IA•·~·rr. nc_'C"'tllthlnt. f'll~rine .. ·r. 

1~ nr lttu:•Lter wb~ prrfunu.uaH• nf .. udt -..en·it""' L" "'-'M) 

16 inl'itlt'llhtl 10 llte pntt"lif'l' u£ hili llfltft'"'iliU; ({') t1tt' )'tlf.,. 

l7 lj-:)at•l' of nuy bonn fide IU' \\ "I'II)Wf (tf tWWt-IIU\~'U1.iue uf ~l'll• 

18 entl drc'1ILtlio11 ; or ( IJ ) ~udt ullwr lH'I'MtiL..:, uol wi1hiu lht• 

19 · f tL", Jm-•moph ft"l IIIC' (.'ouuu.h,iou mny dt.._i,.,r'JutU• mltnl u ~ ,..... • 

!!Q by IUies and rrgull!tion, or ordtr. 

21 ( fi) ''ll;ulllgtr" of 811 ill\t"">'UitiU C\.IUI(.ItlU~' lnl .. U" a 

,,- --1 h\ ,.,utmt1 or •)lhe"'-i-... e to dttennaut 
22 pt~U l'lllpo\\ J\"U .t 

23 wlmt t!'t<'uricie:, f\Ril titlwr iu\ £''111lfll1' tthsll he pttn-ll4-~t,.l or 

24 ~olcl h\· such t-un•I'"''Y; lull ch~t• .. uol ill(:lude (.\ ) u l .. tnA 

fi•lc o;li('t'r. din.'<·cor, '"'"Wt', d4• J)t~iwr. ttr Nllployec\ of litlch 
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1 oom1••Y in his <'8pecity a.s such; (B) an in''"''""'"' adviser 

2 .... h of whOOt' rooommendations lor purchase or sale nm01 

3 Ill' appr<wed, htfore sueb pun:b..e or sale is ueeuttd, by 

.. an in\'estmeut offic-er, dirootar, or tmstet" or sotb rompan~' 

5 who is nol on affilialtd per«~n of surh irwes11ner11 ruh.u.er; 

6 or (0) ""~· person the chamcter and omoun~ of whose rom· 

7 !>euAAtion from ;~wh (:Om!Mmy ooust. be 3ppro••cd by n court. 

8 ('18) " A llilinte<l !>Crson" of omothcr l><'n<on ruMuM (A) 

9 any pen<en directly or indirectly owning, t'Ontrolling, or 

10 holding with power to ,·ott. 5 per rentllllt or more of the 

11 out>tanding ··otinJ! serorities of surh other person: ( 8) ••> 
12 ptrson 5 l><'r eemuru or more ol •·b..,. out.tanding •·oting 

13 lf<Uriti<'l are direedy or indireetl>· o"''lltd, rontrolltd, or 

14 held with power to •·01e, by •ncb other ptrson: (C) any 

15 pen>On din.•·tly or iudirwtly c'Ontrolliog. oontrolled by, or 

16 Ultdt•r ('(Ill lUlU II t .. )ntrol wirb, SUd I otbt'r ):K'I"SSII j (I)) lillY 

17 offiC'<'r, dirt~t1or, )I~Lrtner, or OOl~lrtuer o( SUdl OtlttJr fK'r1JC'IIl; 

18 ( ~;) if !itU'h otltr·r person is an iuvestruent cont(Hmy, nny 

t9 nUlnagcr thereof or aoy person who ret~ul~trly aetl! •• in•·e•t· 

20 noent lllviser thereof; and (F) il sueh otb~r person is • 

21 unit in•· .. m•tnt IIU..<t, the depo6itor thtreol. 

( 19) "AII'diattd oompe,ny" meam a oompeny which 

(20) "l lajority-<>wned subsidiary" of a ptrson mtanM • 

2~ OOmpOll,)' 50 per <lt'ntum or more ol the ouutanding voting 

) 

) 

I 

( 

0 

01 

H<'l<ritit-o of wbirb aro owned by sueb I"'"""· or hy a c:<>Cn-

2 I"'"Y "bi<-b, •it bin tlx> m...WUg ol tbi• peroppb. is a 

3 majority-<>•"M'd .ub.idiary of 9lC'b Jlti'OO. 

4 (21) ''\\110U)'-<J\\'lled >Ub$idiary" of a JM'noclll n.-•o• • 

5 romJitliiY 9;') pt•r C'NIIU10 or mot'(> o£ tbC' oot~umdin~t \'Oting 

G sct.,ritic.,. of which ore owued l!y •ncb IK'ri'OII, or loy • 

7 t.'<nnpnny whif•11, within the mcnuiug uf t ll i<~ tmmgruph, '" 

8 0 wholly"";"lttd li1Jb:-idhlf,Y of J!Ut:IJ (K'f'SOU. 

9 

10 ioH..,tlllfl11 ('QIUpRilil'S Qrtt" O( wbith thruU~I it <~ ilWfltr')lhip 

11 of \'OCiug ~riti~ dil'f'('ll)' or indim1ly routrol" 1he otlw,.,.. 

12 

13 i' organirH a. .. an insunuw oomput)" w1der t!wo la'tOi of • 

tl Suut, wh(R J)rima~· and prtdomiUAnt bo._qurt" M1hTi1y i~ 

15 tin• "·ri1ing Hf itt .. nnmc1!, ancl whk-h l!. R~hjN"l t•1 'UJI'fr\'i.J.ion 

lH 11)· tht~ iu-.unuu~,-t· ('ommi~inucr or a simiiM uflit·i~tl or ll,l:t'nc·y 

17 ( tf rolwh Hhllt'; or tmy 1'\•c..oci\'er or :-iwilttr uflit·i"l M fillY 

11:3 lit111id111 inJ< tt~('IIC (or ~U('h ft ('01HJ)I1H.\', iu ltL~ l'a)J(II'il." 1'1'1 MWit. 

19 (2-') ''EntJJinSf'i'S' ~uritil"' t'OIIIJNUI{" lllt'~lll' ti ll~ ill· 

2() \'e"tiU4"Ut roulprtoy or similar issUC'f nil Q( tlu• OtU'~IIIUiing 

:!1 ~tritif"l of """hicla (otb4"r tlutn ""hon ... ttnu I"'IM'r) art 

22 0""ed (.\ ) b~· tbt •mployt<> or • .in-k• .. nt•l">•r or or 

23 c.wo or mort tmJ~Io~·t~ racb o( ~hkh i! an afhliattofl ('Oflt-

21 pony o1 tlx> "'btr, (R) b~· loml<r tm(>lo).,.. ol •tl<'b till· 

1o (c) b\' UlttniM"D o( IlK' i.UIUtt"<fi.ltt-
2=) ploytr or rmJ.t Yf"• • 
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1 lamily ol surh tmJ>Io~ "'" or lonner employe .. , ( 0 ) by 

2 a.tny two or more of thr foregoing l'losses of persoaL.c, or ( ~:) 

:l by "uda rmp1oyt•r or employe~ together with 1tny nnr or 

4 moru of the fon•going (• lnN~ctt of JWr8ons. 

G itl<'lud .. eYery 001111'11<1 or ... te or dkposition of, lllltlllpl 

7 or offer IO <fut!O>t' of. Or ;.olitilntion 0! All offer 10 buy, a 

8 St'<'taritY or inter~t in d H''C.'taric,·. for \1\lue. .\ nv tole('tlrilv . . . . 
0 gi,·eu or dclin•rrd with, or U"~ " bontL-• on taOC'OlUII of, ttny 

10 JHirchnse of se~·nritifl~ or uny other thing. :;hnll be eon· 

11 c·lu.J<h·rly Jlrt"~111HNI to C·OU!ititute ll pnrt of th(• :.ltbjed of 

12 """" j)Ul'('MS<' and lo ho•·~ b<•en 1-0ld lor \':llnr. 

13 (26) "S..J.,. lood'' meOJts the differen..., llt'twr<>n tbt 

H pri<-e of • sa1lri1~· 10 the Jlnblie OJtd thai portinn of the 

tr, J)rot-eeds fro111 ih SAlt whid1 L~ ret·ein~l wul invr,ted or 

t(J hcJiJ for iiWe<l lllNll by tht1 i'<llll('f, or i.u the f'nl'l(' uf n Ullil 

17 la a \'t.>~hnt•nt tru:st, by the ch•po~itor or h11Stce. lu elm C1ll'i! 

tS o£ n IM!riodic Jlll)~nwm plnu <•c•nlfiellit, "sales lond'' ilwlucles 

19 lbt salts loo.d on ftll)" in\4-'jJtJ.Ut'llt oompsny se<11ri1irs iu 

20 whicll tht p&.\11ltllb nlAdt on ~utb c:tnifkate a~ in,·e ... ttd, 

'-'1 II b liS we as I • saiM l001d on the ~rtificale itstll. 

(27) "Lend" iotl'lude. n JIUl1'base ooupltd with au 

2!\ I agreement Jy the \'c•mlor to repurchase; ''borrow'' inelndes 

2" fl !!Oir coupled with n Jot.i111ilor ngrc.cmrnt. 

(~8) ' '.\ssigmnem" iu..Judes an,\' dirll<•t or iudiretl 

) 

) ( 

) ) 

93 

1 lt~JUier or b~'J'O(h•auioo ol a ronlnl<l or rbose in attion 

2 by the a.••siguor, or of a t'OOtrolling Mock of lhe assignor's 

3 outstanding voting se<:uritiH by n ,;ct.·urity holder of the 

4, UliS:igoOrj but tlocs not inthH(c hll li8S.ignutUI1t o( J'lflrlfiCI'Ship 

5 iutei'CSii incidental to 1hc d<'llLI'I Or witlulmwul o£ a minority 

6 oltbe members ol tbe Jl!lnnr~>ip bo•·itag only ~ miuority 

1 inlere;t in the putntndaip bu.iu..._ 

8 (29) " \"alut". u n._~l in ~iu:rt• :J, :,_and 12. UK'nn• 

9 (A) with respeet to tunrkttnhl• ..-euriti"" ""'!ui....J befo"' 

10 Ill& cud o£ the OWJlCf~tl Ialit Jj~(•nl CJUOrttr. the lllOrkC-L V*'lue 

l1 Of . ueh KCturitie;; Ol dte 4'11fl uf ,ut•Jt fi:.t11J IJlloriCr, ftlld ( Jl) 

12 with resJJC(Jj to olber .._,.,, (iudutliug other S<•c>.tritiro), the 

13 t'08l the.roof to the owner, or if the (•ouami~on fmdB tluu 

1• surb ~ is ool a..~nainablto •itbouc undut effon or U:JM''fl.-e 

1~ or dO<S not lairly n'ile<t tbe nluo lhe......t. a •·aluation on 

16 autb other ......_..,nable bmis 6> !Itt CoulillL ... iou lllll)' prescribe 

1'7 by naJe11- and rcgu)tuion~ or order. A.11 UM-'(1 elsewhere iu 

18 this Litle, tbe tcnn "'\•nhut or 1111)' oth<'r terru imJJOrtiug 

19 ,'alur uwans t.be ,·aJuation givcu lu, or tt ,·altL1t.iOn lmsecl on 

20 the accounting priucipb lollo•·ed in, the lll05l ""'""' n-giJ-

21 11111ioo staten>tnl or periodi• ttporl ftlod under !hi> title by 

22 lh• oompanY -mod. 

23 (30) " Ponfolio utntovrr" weans the ratio "hi<·h the 

2-t SUIU o( the dolJar tmiOtlllt O( ~~ t'OIHJ)Huy's !Oa)es and pure.baJet 

U ol portlolio securities (other thllll Go•·enunent soouritiOI) 
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during a giw·n fLijl('ll ytar. minus the dolla.r amoo.n1 of net 

2 ,.., .. during ll1r Mme ~··•• of ...,.uities of whiclJ !!nell rom-

3 ptm,r is the issuer, lK·;u~ to 1be ndur of !:-uch comptwy•a 

~ sccurily o~cts (exclu~ivc uf Om't"riUIU'ni ~ecuritic8') nt 1ho 

fi 1~giutUng or ~.l{'b yt·nr or Ill thr (!nd or noy (Jllllrter tiiCrt'o£, 

6 whichever is the higbN. 

7 (:II) "(.'ou,·il'<t-.1" inchuiH a .-enlk1. judgmrnl, or plea 

8 ol guilt~·. or a fimlin~t olj:uilt lln a 1~ea oC nolo I'Vnl.,ldt·rf\ 

9 il >neb ,·rrdi<1, judgmrnl, I>lra, '" finding lui• 1101 bt>t11 

ll luUI brt·n im1•osctl. 

12 (!l:?} •·NtuiunuJ "et'\tritits f':<t.'l.nngc" m~Uis uu udutug~ 

13 n-.t,fi~lrn..-...1 under ~~'lion U or rhe Seetuities U«•bonp .\ (1 

H of 1934. 

·~ (33) ··)inns or ilt"-lnuntncality of ime .... uut c~)[Wittm-"' 

1G iui'}Udes All~' (a('ilit~· of 11 tuUion1tl secttritjes exc_•hBnsre. 

1i (:34) "('(lmtui-.~ion'' IIINHU~ 1ha Securities and }:xt•hnnge 

18 ('ouuni::Won. 

19 (:\5) "Het:uriti< ... o~\rc <•f H):1:J"~ "Securities Bxeban~ 

:lO .\ N or 1934", "1'ubli,• l'oili1y Iloldii•g Com1•m.•· .\<'< ol 

~I tOj;,", and ''Tnl>l Judoulnl1' .\ct oC 1939" mean th""" .\CII. 

.,.. rt"'iJleC'lin.:J~~, as brn!tofore or bereafttr amended. 

:!:l (b) Xo pru,·i,i(m iu chi" tillr shtll H(Jply w. '" 1"' 

24 dto(IIUt•<l to itwlude, llu• lluitf•d Slftl~. 1t SMIC. ur till,\' JKIIili· 

2~ (•:ll l-nli41h·i:•iou of u StHic•, or May 1tgeney. ftUihorit.v. ,,r 

26 instnunenbilit~· or nny oue or more or rhe fon~going. or 

) ' 

) ( 

) 

I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

.11 

J2 

l tl 

·~ 
IG 

any oorporation ,.hi<b i• ,.holly ow!M'd dirwtl~· or indirml~· 

by any one or mon~ or the lort•going, or any o.ffir.er. Ag't>tlt. 

Or elllJ))oyee of any o( the fort•going iU'Iing itS ~uch iu the 

ooum o( his officiul duty, unlt..,il )'oi.U'h J)ro,·isiou mnk~!J 

lllt(:iflc reference !hereto. 

SEP.\11.._\0ILIT\' OP f"'1t0\"ISIOS$ 

SIX. 46- If an~· pro,·t,ion o( thh 1id,. or any pro,·bion 

ineorponued in thiit 1it1f b~· rrfc-mw. or the ap}llinltioll 

of any w<'b pro,·is:ion 10 any J:M•ro.ou or rin11m!!..t.IIJM"<*" ... ),,.11 

be held iMlfllid. tlt t> nomsindt·r .,r ll•i>~ lillt· tmd the ~'I'JJ1i· 

eation of ttuy such J)J'O\'i>liuu 111 I.IC'N!Oml or rin.1111 1~ttm(•es 

ocher tluan those 8:5 to "'hidt it ii htld inYII:lid ~hnU nut 

SIIOIT TITU! 

S.:c. -67. 1lti! 1i1tto ma.' bt f'ittd •~ the ''1.n,-esunttlt 

)G ComJMIIlY Act ol 1940". 

21 elftoe~i\"e date. 
T!Tl..E TT-l~ n~Tll t:~T A Jl\'lSEJIS 
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llW>WlUt to .-ion 3il of th~ l'ublit· t"tilit~· Holding Comi"'"Y 

~ .\ et of 19:35. nnd fMI~ Hlherwi•e di,cl<><ed nnd 8<CCI1ftintd, it 

:1 iK h('rcby found 1luu. im•('!.\ll11t.\ll l ndvl..;ers llr'C nf rtilliOUil) 

4 uunccru, iu dHlt, Jtruong utlH:r thiugtr-

G 

7 

8 

9 

tO 

II 

J:! 

13 

){ 

);; 

l i 

IS 

I !I 

20 

:.!3 

2i 

( 1) •twit· nd,•i• ·t~. ('OHUSCI, publit:fltivn-t~, wriliu~, 

.u:ut.lyses, a11d f('J)Or1A nn' -.·u. .. wm.orily funti~1rd tuul db. .. 

tributed. and th(•ir t-outnu·l .. , ..-u~riptioo tt!!ret'IU{'Ill•, 

and other fUTangt>mtutlll v. ill& dient~ are tu~tmuotri.IJ 

rwgotiated nnd r•t•rfonut.•tl, by the u....e of the mnil-,. ruul 

UtedUR nnd in~!1 nllltt•UtnJitil•S of iuter.ililte ('tUlUil('n:'e; 

(2) L11(•ir ndvh·t,, t·humwl, publie.otion~, Wl'it iu~, 

onnly$('-s. and rc•JHll11ol t•u .. touuuil~· rcLH.e 10 ~curitic"4, 

and to the \"olnnl~ ol tnuliu)l iu ftnd the Jlri<;•s ol "'·or· 

it it& "hid• rtrt- tnttl{'(} on muiou.al set"ttritie .. ex•·b.angt" 

and in iutC'ntate 0''e"'cb~('6Unter m:.trket:o-1 :o«·uriti~ 

j ... sucd hy f'OiliJNmic:~ ('Ugttgcd in bminL"SS in iut('l'lnte 

eonuuenx', llnd h(l('llrilit-:; issued by o:Hiounl hnuks tn1•l 

lhCDlber hn.nkP. or the l!'eti(•J'Ill HeS('rvC Sy~tcm : 

(3) tb~y o<h-i..r uud 1hrougb .ueb o•h·i!'<l iufinri,,,. 

dM' polit·i~ of larsre Huaurial and odwr inalitulion• 

eugagt'd in bnnkiug. and in inttl'bhUe btbine .... ,; and 

(4) !Ill o£ the fOrt'goiug 11'1\JISlCiiOnS 111'1' rnrrit-d Oil 

in sucll greut ,·o1umc 111 tntbl!-ttUJtiully til tdlcc·& intenottlte 

couuneroo, niUionnl "'cc·urities cxdum,b"tS, on•l OI11M 

) 

) ( 

) \) 

1 

2 

3 

4 

111 

aecurities markell, the 111tiooal bukiDg o.od m<lllflary 

t)''1tem and the tntire Dational economy. 

DECLARATIOII OP POLIOT 

Sec. 202. U JlOU tho ba.i• ol lnct• d;.closed by the rnoor" 

~ aud report ol the Securities and l•:xclJAnge Oomnliision anode 

6 pursuant to ;ec~ion 30 ol the Public Utitity Holding Oom· 

7 paoy .\c:t of 1935. and laot• Olbtn~·ise distlos<d and ti<tf' 

8 lfti.oecl, it is hereby d~larecl that tbt natiooal public imtml 

9 and the intrresl ol invt~toro art adnn.ely ttfltc:tecl-

JO 

II 

12 

13 

14 

16 

16 

17 

18 

19 

20 

21 

22 

23 

u 

(1) when in.-tSIOil •re unnble 10 obtain adequoae 

information itS to du~ activilies, (n·aeLices, ability, tn~in· 

iog, and integrity of in,·OJhuerlt ud,•isers, their aOmnted 

persons. and employ ... : 

(~) ..-ben ptrtODS of pto<tD lack of ilakgity ill 

linancial mauen~ are ptnniuecl to e.ogage in ""-'i11H1 

as inveslmeot advisers; 

(3) when the eompen;ation ol in•· .. tment ad.-i3.,. 

is based upon profit-sllftrio,g contracts and other «Jn· 

tingenl arnngemento eonduch·e to excessi<e spoou)ation 

and ~ncling; or 

th basiness of invetnwu ad<isen il 
(4) ,.btn • 

eel 
delraud or wiYf8d in«>toas, or IO 

so conduet .. lo 
" tbemstl"es ol their lidu· 

enable such advisers 10 reue•·• 

eilliY obligations 10 their clitnll· 

J.215852-7 
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1 I t is bmb~· declared that the policy and purposes ol Ibis 

2 tille, in a«ordance with -..bicb the promions ol this title 

s aba1J be intup~ed, are to mitigate and, '" lar u i! presently 

• practieable, to eliminate the abnses enumerated in this 

5 st<ltion. 

6 

? 

A.P1'.Ll0-.-\Tl0~ OP 'l'IT I,.P. I 

Sro. 20a. The llrO''isious ol the following sections of 

8 title ] nrc hereby inoofPOrnte<l in this tide na though lully 

9 set lonb herein: Sections 3. 34 (b). 85 (b) Anti (c). 36, 

10 87 (e) and (I). 3$. 3!1. 40. 41 , 42, 43. 4!i, 40, and 47. 

ll 

12 Src. 204. (a) E:.<epl "' ,,.,.,;drd in "'1...-nion (b). 

13 it &boll be nnla..-lul lor any in~e$lllent adYi~r. units~ rtp 

14 tertd nnrlrr tbi• strtion. to rruoke n•• of tht moil• or any 

15 mt&n!' or instn1mentnlity of intrrstatr commtrte in eon­

tO ne<'tion witb his or its business as an invMrment od,•iser. 

17 (b) The pro,•isions of subse-ction (a) ehnll not apply to 

18 nn iMeslment nd,·iser-

19 

20 

21 

23 

( I ) nil of whose clients are ruidenu of the State 

"'ithin "·bieb such inTestmem. advi~r msintains hiJ or 

its principal office and plaoe of buoineso; 

(2) wbo does nOt furnish ad~ioe or iuue analysu 

or rtporu ,.;th mpeet to ~ties listed or admilled 

to unlisted trading prhileges on a national securities 

exchange; and 

(3) who does no~ lumisb adviee or iuoo analysea 

,) 

) 

) 

( 

) 

2 

3 

5 

or rtpon• ,.-irb ,..pert to l!KUriries for ,.·bid> an over­

~nttr mark~ exist! in any &ale orhtr tball that 

within which surb io\·est~r ad'i!er maintains his or 

ita principal oO~ or pi:K-e of bngoess. 

(a) t\_ny irwe'o!-tmeut adtise.r. or any person who prtt-

6 cotly tonletnpltHcs lwcomiog nn iovest.mtnt sdvistr, rnay 

? register under 1l1is <rclion h,r flUng wioh tho Commission 

8 an •PJlliCarion lor registrntiou. Such at>Piimrion ohall oon· 

9 rain such of tire following infoJTMoiou and doeumcniJ, in 

10 web lonn and detail. .. tbe CommiS!ion may by rules and 

U rtgulatioa• pm<ribe u ~- or appropriate in 1M publio 

12 int~ or lor the protection of in~estOJt: 

13 ( 1) information in ~ of-

14 

15 

16 

17 

18 

19 

20 

21 

22 

(A) the organilalion and penoonntl of .,ch 

inl'tMD1tlit. ad,·iStr, including the nnmbtr of hil Of 

it.os e.mployt:es MUl tlteir duliesi 

(B) tLe edururion. experience, ond Olhcr b•ek· 

grow.c1t and I he pas:t nnd present businell affiliat,ont 

of tncb in,•csl:mtnt adviser; 

(C) the natn"' and scope of the buiiness of, 

and of the adrice, analyse>, and reports fu.,U,hed 

by, sod> inv""'mtnl ad,i!er; 

(D) the oatort and ocope of d1e aurbority and 

• of U<h in<tSIJDtRI ad<der with mpect 
pnct,... • 

10 clitnta' fond! and attODJits; and 
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1 

2 

3 

• 
5 

6 

7 

8 

9 

10 

11 

12 

100 

(E) tiM! besi• or '*'<t upon wbieh such inveot· 

ment ad<iser, hi1 or i11 po.rtnel'!, offioon, direetora, 

and employees are compensated; 

(2) copies of every lonn of contract or agrccrnon~ 

bet"·een such invenmenL adviser and its clients which 

is regularly nsed by ~uch in\'t$lDJCUI adviser; and 

(3) soeh funber information and copi .. of streh 

further documents relating to ouch im·estment adviifr. 

his or its aJliliA!ed poi'S<ln8 and employees as the Com· 

mission may by nrles and rcgulnlions or order prescribe 

ns necessary or RJlliMpriiiiC in the public illlorest or 

lor the protection of in•· .. tors. 

13 EsctpL as ben>inafter provided. •ueh regisnation shall bt­

U come ell~ve thiny dayt alter I'I'<C'ipt of such applil'lltion 

15 by the Commisiion, or within sueb shoner period of time 

16 as tho Commission ""'Y dNonuioe. Any amend111cnt of no 

17 application filed not 111or·•• tlum liltcen <lay• niter the filing 

18 of auch application •boll be dt'<'nled to have been filed with 

19 and u a part of wrh applicouion. .\.Jly amendment of an 

20 at>plication filed mon> ohan ftfoe<'n da~ .. after 1he filing of 

21 sucb application sball be dl'<!rned a ne..- application inoor· 

22 ponrting by re!erence the unamended items of the e~rlitr 

22 •pptication. 

(d) The Commiuioo ahall by orcler deny registmtioo 

2$ to or re•·oke or •w.pend the n>giitratioo of an appllcanL under 

,) 

) ( 

) ~ ) 

101 

1 &hil section, if &he Commission findt !hat lOeb denial, rev~ 

2 cation, or sospension is in tbe public inttn>st and that web 

8 invcslment adviser or any putner, officer. d.ireetor, or to1l­

• trolling periOll thereof-

~ 

6 

7 

8 

9 

10 

ll 

12 

13 

1~ 

u. 
~ 

n 
18 

19. 

20 

21 

22 

23 

:u 
2$ 

( 1) within 1en yeart of the issuance of soeh order, 

baa been con•·irted of ony lolony or miodtmtanor in•·oh·­

i.og the purcba..oe or sale ol any HC~~ril)• or arising oat 

of any condntl or pl1lCtice of such invealmenl adriotr or 

affiliated person a.~ an in,·ettn14!Dl ad,·iser, underwriter. 

broker, or dealer, or as an affiUA!ed p<'!'$1lD or employee 

o£ any ioveSlmCnt oompflll)', bAnk, Or insurance oompauy; 

( 2) at the time of the ~-DOC of IUCb order, iJ 

l"'nnaoently or 1empunrrily enjoined by order, judgment, 

or d..ne of any coon ol <Ompettn~ jurisdi<tion from 

acting as an iut"esm~nt adt"ittr, nndtnrriu~r, broker, or 

dealer, or .. an aiT~iat«l ~"'""" or employee of any 

in\•estmcnt complmy, btmk, or iraJurtlnoc company, or 

frolil engaging in or continuing any conduct or pmetico 

in connection v.ith any &ucb acth·ity or iu connection 

with the pnretrase or salt of any seourity; 

(8) has omhttd •• lilt< in ..reb appli<t.l;oa or in 

an an>eodn>enl thereto an) fAct ,..hid> !U<h ~"'""" it 

requlrod to state therein; or 

(4) bas willlt~ly ,,;oJa~c<l OI'Ction 34 (b) oltitle J 

• 1 t' 011 20.~ or tiU. title 
of this Act, or dr-' puruon o sec I 
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2 
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.. •hicll ineorponltts the provisions of Slid section 34 (b). 

(e) The oommenrement of a p~eding to deny regi.-

8 tmtioo under this sootion sbnll ope111te to postpone the ellco­

' live tlnte ol registmtiou pending fum.l determination or truch 

6 proceeding. 

(I) Any 6 pen<>n regi,tered under this -lion m:~y, 

7 upon such terms and ronditiofl! •• the Commiosion 6nd.s 

8 n~ in the public inte...,t or lor the prote«ion ol in-

9 ,·estors, withdmw from regi~triltion by filing a written notice 

10 ol withdrawn! with rho f'ouuoissioo. II the Com~nission 

H lind! thnt any person re~oi•tert.'<l under this set:tiou, or who 

12 has pending an aprliC~ttion lor registration filed under tltis 

13 otction, is no longer in bnsin,.. or is not fllgtlged in bu.i­

U n..s I! an in<estment a<h'iStr, the Conuni.ssioo 1ltatl by ordet 

16 cancel the regi.'1111tiou ol inch person. 

lG 

17 Sa:-;o. 205. No investment udviscr registered under seu-­

t8 . uon 204 shall make •~ ol tho mails or any means or i.nstru· 

t9 tali men 'ty ol interstate eootmerco>, directly or indirectly, to 

!!0 enler inro, extend, or l't'new any iul*estment adt'isory eoo· 

21 Inlet, or in any 'II"'IY to perfonn any in<estment advisory 

2'J contract ent•red into, extended, or renewed on or after the 

2:1 effective dnte or this title, il aneh contract-' 

( I) provides lor compensation to tbe investment 

adviser on tbe baaia of a a1we ol capital piu apon or 

) 

) 

) \ ) 

1 

2 

s 

10:1 

capital appreciation or the foods or any ponion ol tbe 

funds ol the c:lienJ; or 

(2) fails to provide, in aubttanoe, tba~ no assign· 

4 mont of such eontrnct ah111l bo 11111do by the invo•tment 

~ adviser. 

8 AJ used in this section, uuwestmtn\. advisory oonc.n~· 

7 means any conllact or agretmenl ..-bueby a pon;on ogreea 

8 to act as inestment adviser or to tllllMge any in•<>tmont 

9 or trading al'COllllt lor another penooo. J'arogra1•b (I) ol 

10 this se-ction shall not be l'On),trucd 10 J)rohibit ttn tnre ... unent 

U ad\•isory contrac~ which l)ru\•idcii for oorupt:.r)..~tion bn&e~ 

12 upon tho toUII value ol • lund averaged ol'er • definite 

lS period or taken as of a definite dAte. 

14 PIIOUIBftEII 'I:ILU'SACTI0:<8 BY UlllliS'fEIIl!ll C>'VESTlllC<T 

AO\LSDS 

SEC. 206. lL shall bo unla" lui lor ony in<~tmenl od· 
15 

16 

17 viser registered under <tMion 2().1, by use ol the mails or 

18 
. stronu;ntcili"' of iuterstntc comm.rce, directly 

nny menus or m "J 

or indireetiY-
(1) to employ ooy @v~, sehemo. or &J1ifit<o to 

defraud any diel11 or prospecti« dienl: 

121 
to engsge in uy transaction. pruti~. or 

eolltse or business which optrat .. or ,..ouJd opetate as 

a fraud or deceit upon ony e~cnt or prO!peClil'e dient; 

(3) acting AS princip411, knowingly to sell ony 
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l oec:urity to or pwclwo a.ny oec:urity from any cliwt, 

2 unless such in•·~tment adviser is a member ol an 

8 aSll<lciation ol brokcra or dealers registered with tho 

4 !J<lmmission Jllll'l<UIIOt tO 8t'Ction 15A or the Scturiuco 

5 &change Act of U):l4; or 

6 (-l) if such in•·r.tmtlll adviser is a men1ber of 

7 ouch an L"""iation, knowingly to sell any S<CUrity 10 

8 or purcbnse any .eeurity from any client -..oithout di$. 

9 cloeing to such client in writing nt or berorc tho com-

10 

ll 

12 

pletion or such sale or purebasc whether he io ncting 

as a denier for his own Recount, JUt n broker for such 

eustomer, or as n brokcr for some other penon. 

18 PB~ALTI&S 

H SEC. 207. Arly ptraon who willluJiy nola teo any provi-

15 •ion or this title shall upon conviction be fined not mora 

16 thou 810,000 or impri•oncd not more than two yeors, or 

17 both. 

18 8IIOB'r TrrLB 

19 SEC. 208. This title may be cited u the ''Invutmtot 

20 Advi..cm Aet of 1940''. 

21 

22 Sro. 209. This title ahall become effective on October 

23 1, 1940. -

l 

l 

( 

( 
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