
;!i; L'iDIA.IA I!:V..:S':'IGA'ZION L!arch 20, 19 40 
10:15 a .m. 

Present : !Jr. Fol ey 
Llr . Sullivan 
Llr . Landis 
l.lr . !.:a gill 
111' . Graves 
Mr. Helvering 
Mr. l!ooney 
!.lrs Klotz 

u. r . Jr: \'/ell , t!r . Helverin&, \That I would like :;ou nnd 
11r. Graves to do t h i s morning is review what I 
call the Indiana caseo , ju~t where r.e are and 
the decision that "'rcas11ry has t o rutke 1n r egard 
to ..:hnther •:e do or don ' t £et a court order. 
!:ow , whateve::o way you Ttant to p roceed, and these 
t~ gentle~en thnt : ~nve invited down, will you 
pl ea se feel f r ee to inter::oupt at any stages . 

Landis : That is always easy . 

Helvorin.., : Mr . Secretary , !lr . Oraves has been in t ouch with 
the v:riting or this rocoxmnendation, and so forth , 
and I would l ike t o have h i m mnke a statement 
about it. 

vrav~s : The matter that is before t he Departmen t tor 
deci sion is the question or whether a petition 
will be f iled wlth the Di strict Court at Indi ana
polls to compel testimony f rom the ':reasurer of 
the Hoosier De~cratic Club , which 1s in the ne~s
papers re~erred to as tho ~to Percent Clul) . I 
think , ~. ~or;genthau, tha t I mi ht read this 
meooranduc which I e ave you last night, which 
sUMs up the backeround of that petition. 

"On J:ovember 7, 1938 , Honorable James ·.;. :~orris , 
Assistant Attorney General for the Attorney 
General , addressed a letter to the Commissioner 
ot Internal 9evenue referring to him for appro
priate a ction a communication which the Depart
ment of Jus tice had received from one George R. 
Jeffrey, relative to charges or possi ble tax 
evasion by the Hoo3ior Democratic Club. The 
Commissioner had himself received a similar 
l etter direct from Jeff r ey and on October 20 , 
1938, ~ad, through the Chief or the Intelli gence 
Unit , referr ed this ~atter for investigation 

l --
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t o Mr . A. P. L'adden, Special Agent in Charge of 
the Chicago Division. Madden assigned the case 
for investigation to Special Aeent Vaughn. 

~17 

"During November, 1938 , Special Agent Vaughn inter
viewed Bowman Elder, Treasurer of the Hoosier 
Denocratic Club, with a view to elici tine infor 
mation necessary to determine the taxable status 
of the Club. 

" On llovember 30, 1938, Elder addressed a comnunica
tion to Special Agent Vaughn, giving certain 
information asked for by Vaughn and statine grounds 
upon which the Club claimed exemption fro~ taxation. 

•on Dec~ber 2, 1938, Special Agent Vaughn trans
mitted Zlder' s communication to the Bureau of 
Internal ~evenue at l'.ashington with e r equest tha t 
on the basis of the racts sulxnit ted the tlureau 
make a rule as to the taxable status of the Club . 

"On January 13 , 1939, the Bureau addressed a 
letter to the lioosier Democratic Club, calling 
upon it for certain supplemental infor mation 
concerning the Club ' s activities and i ts finances . 

"On February 6 , 1939, Ll der , in response to this 
request fron the Bureau, transmi tted to the Bureau 
a sr.orn statement concern1:10 the scope of the 
Cl ub ' s activities , incorporating t abular state
ments of receipts and expenditures . " 

Since that time , that is , oince February l , 1939 -

"Since that time , an investieation by officers 
of the &~reau of Internal ~evenue has been pro
ceeding to secure accurate information regarding 
the Club • s receipts and expenditures and to 
verify the statements made by Elder with a vi ew 
to securing a t ax- exempt status for tbe Club. " 

N011, this investigation has been pr oceeding 
since f'ebruary and has developed beyond a doubt 
that the statements filed by El der wi tb the 
Bureau, under oath, v:ere .false and misleading. 
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Bl der has consistentl y refused to d isclose the 
infor:na t i on v1h1ch is essential to a determination 
of the question raised by Jeffrey , v:ho ori g inally 
presented the matter to this Department and t o 
the Department of Justice, and t he pe tition that 
is now un•er consideration has a s its purpose 
co"lpellinr, r,lder to appear either befor e the 
court or before revenue officers in the court ' s 
discretion to furnish true and compl e t e informa
tion with respect to the receipts and expenditures 
of the Cl ub . 

~low , that is where we are . I perhaps mi ght say 
that that investi gation, begun in November, 1939 , 
was unuertaken as a routine investigation by the 
officers of the Bureau of Int ernal Revenue and 
it proceeded oe a routine investigat:on , I think , 
probabl y without your (Secretory's) knowl ed£e 
and I miGht go so far a s to say probabl y without 
the knowledge of the Comni ssi oner --

lihich one? 

This routine investigation into the taxable status 
of the Tv:o Percent Club . 

\'Jel l , I ac just tryill£ to make a record. I meo.n, 
I d i dn ' t know an:rthing about thi s unti l I reod 
the investigation on ~r . Greenl ee . 

That 1s right . That is •that I was t:o1ng to ex
plain. 

I don 1 t know when t hat was . 

I vas golnc to cone to that phase of the thing. 

~nis thing that you told me, the ~1rst I knew 
about it •.as yes t erday. 

':'bat is ri!jht . In l.!ay, 1939 , n reco:::menda tion 
was made t o tho President by Senators Van !luys 
and Uinton thot one Greenlee be appointed 
Collector of Internal Revenue a t Indianapolis . 
I think thnt was probnbly you.r first kncvlledce 
of this aituation. At that time , according 
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to the r e cord, conferences "ere held between 
yourself and Commissioner Helvering and the 
decision was reached t hat the President would 
be advised that there was no vacancy 1n the 
office of the Collector of Internal Revenue at 
Indianapolis. Thnt "as for the reason that 
the incumbent of that position , and he still 
is the incumben t , a man named Smi th , has been 
a ver y competent Collector. I think Mr . Hel ver
ing would tell you he is probably one of his 
half dozen ~ost capable Collectors and t he view 
was taken - the posi tion was taken by you wit h 
the Fresident thAt you y·ere unwilling to see 
t h is man Soit h removed , since hi s record as 
Colle ctor had been excellent. The matter was 
aropped for a time , but in June , 1939 , the 
Pr esi dent agai n , t h rough General ~atson , re
quested you to proceed ~tb t his Gr eenl ee 
appo1ntmen t . 

At t hat time you d i rected the usual investiga
tion into the qualifications of t his candidate , 
Gr eenl ee . That i nvestigation proceeded unt i l 

" 1'1 .:. ¥ 

late July , at which t i me you t r ansmitted to tho 
Pr esident the r esult:! of the i nvesti {;ation which 
showed that this mnn, Gr eenlee , h ad been patr onage 
secretary to McNu tt dur i ng t he time t.hen Lcl'utt 
r~a s Governor of Indiana in 1933 to 1937 ; tha t 
pr ior to 1933, this man had had no income of 
any proportions and no substantial property; 
that in t he coume of this investigati on he was 
called upon, as uoual , to furni sh a ne t worth 
statement , that i s , a sta t ement of his a ssets 
and liabilit i es . ~e fUrnished such a statement 
which showed his net v.orth to be in excess of 
. 100, 000. ~bon questioned as to t he sources of 
his i ncome , and ~ind you t his was a personnel 
investigation and not an income tax 1nvest1&ntion, 
merel y to determine this man ' s quali~ications 
to be appointed Collector of Int ernal Revenue , 
t here was somo fa llure to ~turn income of 
these proportion s in his income tax r eturns , 
but when questioned as to the sources of h i s 
income , he gave evasive answers , cont rad ictory 
answers . He , for ins t ance , said that he won 
substantial sums of t his ooney playing poker . 
Ulticately, his statement was that he had been 
a candidate for the D«oooratic nominati on for 
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Governor in 1937 - 1938, and that many people 
in I ndiana had made contributions to him to 
be used in his campai&n, that he had e xpended 
a certain f raction of the collections that he 
bad r eceived fo r campaign purposes , but a fte r 
the cn:':lpaign \.as over there -s a residue, 
which, as I recall, ~. as said by hi m to be .,.so,ooo . 
Sixty? 

Sixty . He put this in a safety deposit box 
and from time to t i me had used t hat for h is 
expennes and had used thll t. for l :wes tments . 
I say tha t was his ultimate sta tement. 

220 

Investi gation by our offices disclosed that he , 
while patr onage secretary for Governor Mct:ut t , 
had boon in the nosition to control or to 
part i cipate i n the control of r~antine of per.n1ts 
to liquor deal ers . I ndiana operates under a 
license system . Its licen~es are exceedi ngly 
l ucrative for the reaoon that Uley a re monopolis
t ic in character. Each r eeion, according t.o 
popul ation , may have only ono, or a certain 
11m1 ted number of beer dealers . All of the 
beer coming into the State of Indinna cust paaa 
into thei r system throuGh, as I recall 1 t , 
14 importers , v.hich have "articular sections of 
the State and their connection, the connect '.on 
of these importers wi t h boer i mports, is purely 
nominal . ~ey don 't receive the physical product . 
They mel' el y get a cut on tho t r ansa ction ns be
tv•eon the wholesaler who f urnishes the p roduc t 
and tho retai l er who bu;rs it . In any case , 
theoe licenses , being monopolistic, are very 
l ucl'ative and the:> r.ere , according t o our in
ves tiLation, d ivided up among political f i Lurea 
in Indiann and i:r. Gr e enlee sar. to i t that , 
a c cording to our investiga tion, he himself r e
ceived one of these importer's permi ts . 

tlow, he didn ' t take it in his own name . He 
took it according to our investigation, in the 
name of a dummy, but with an agreement on tho 
pnrt of this dummy t hat when he, Greenl ee , 
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shoul d leave the servi ce of the State , the 
stocl' that "as in the nll.Die of the dUilllllY 
would be --

It r.as hi s son , wasn ' t it! 

No, it was a man named Handy. 

1-'elvering: It vtas his son . 

uro.vee : Yes . It is t he Handy Beverago Company of 
Sholbyville , Indiana . Handy, the f ather, had 
a certai n part of the stock and the son, the 
dumcy, had 51 percent of the stock and the 
agreeccnt na s that t hi s son woul d trans~or 
the stock •hen Greenlee left his state o''f1ce 
and there is that evidence ; Yhile it perhar e 
lacl':l full corroboration, it is cert~>1n~y 
substantiated by the fact that that transfer 
aot;.•ally v:as cons=ated "hen Creen,l ee left 
the service of the state i n 1937 . 

That much 1.0 know and of course Gr eenlee 1 s 
revenue , i nco!lle, from that source wa s a very 
substantial income . Thor~ Is also evidence 
~hich cannot be substcntiated at tt~s ~oment 
by certain proof - that reenlce partici pa ted 
1n other rays in graft rayments !'ro:::. con
tractors and others 1n Indiana . 

!low, : O'' oent this record to the President in 
late Jul y nnd fo llow1no. that you gave instructions -
as it happens , I ~as Acti~ Commissioner of In
t ernal Rovonue at tho time and your i nstructions 
v1e r e t..i ven to me - that you wanted, in view of 
tho evidence that had been developed in this 
case of Creenlee , that you wanted a t horough-
gain._ investigation to bo made by the Incoc;e -
by the rur .. au of Internal Revenue into all of 
the~o liquor licensees , there bein~ evid ence 
of irrecuiarities in this one case , it se~ed 
probable thll t a further investigation v·ould 
disclose similar irregulerities in other cas es . 

So at tha t time a substantia l f orce of investi
gators wore assigned to that project. As I 
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sn1d n moment a g o --

Juzt a second . There is a thourht ttat co~es 
to me no you £0 nlonc. It ~ould be intorcat-
1nc just tor another reason, but a l l rel ative -
I \'Onder lfhr.t .-:as tho cl.llte that !:cli\ltt r.as put 
into h is present position . Docs anybodJ know? 

It v.ae c.round ::ay Ol' Juno , about ei[)lt months 
ago . 

Oo ahead. 

;,s I said a moment aco , up to that t i me tho 
invc a ti(;E. tion of the taxat.l e s t e. tus of t he 
noos i ct• ... ernocratic Club had been conducted as 
a rou•tne matter ~~Q as , ! think ;ou just eni d , 
1t r·an not brou<)lt osp6ciall> to ~·our attention . 
In the process or this intensive L~vc s ti,atlon 
which bee an las • Au.:ns t , .l t quickly developed 
that t e key to this Ylho l e corrupt situnt.l.on , 
if nuch lt \"as , in Ind iana , •."as t h is Two Per 
cent Clnb and an appl'Oach was made ncnin - I 
should nr.1pl1f'y that b; say i ng thB t evidence 
v1an qulcl:ly developed that pa:,rments b ; liquor 
deal~r~ he.d been ~de in substantial suns , en 
the tcatimony of the dealers themselves , to 
this t;;l ub and 1 t seemed to our in ,·e:; tiga tors 
that un 1nvesticet1on of the Club woula be pro
duct!.ve ~ore quicl:l:; o" th · results - o! a re
sul t U an to pursue :;o or 100 possiblE different 
co,~anies or concerns ~ho mny have made payments 
t.o t.l e Club , $0 an apprcach \'oil~ a .;ain made to 
thi~ roosi6r Democratic Club after August , and 
at that t i me a completo examinati on of the books 
wao made by ou.r officers and certain f oots v.ere 
developed in that way, rj-•1ch I think are iln
portant enough for me to o ta to now. 

It v:as found 1n the f irst p lace t h e t the charter 
or by- laws o~ the Club contemplated that its 
receipts na1nly ~ould be paid over to the State 
!Jenocl'lltic Co=i ttee and to tl':e J,ational Cono
cratic CoMmittee, but 1n eT.~1ning the payments 
recorded on the books of t ho Cl ub as hav1~ been 
nado to the Sta te Democratic Comzdt tee , it rae 
f~~d that the officers of the Club - I will 
say found that Bo•man El~ er , the ~ree.surer of 
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the Club, hnd f nlsely r ecorded substantial 
pa yments ae having been mde to the State 
Veoocratic Comnittee , which in fact had no t 
been ~de to the State Democratic Committee. 
~e fa lsification was in this: Checks would 
be drawn by Elder, charced against the bank 
account in •·Alich the Club ' s funde 11ere de 
posited , drnwn to the order of the Tr easurer 
of the State Democratic Committee, taken by 
Elder to the ~reasurer of the State Democr atic 
Committee. The Comm1ttee •s endo:-sement would 
be procured on the check o.nd th o check would 
then b e retained by - lder Md cashed by him 
o.nd the funds deposited by him in a ::afety 
depos i t box or in a special bertk account. 

tlow, the eJUU!U.nat i on that I referred to d i e 
closed amounts aggreaating ' 117 , 500, T-hereby 
by the collusion of the officers of the State 
Democratic Comm1ttee , the record llho,;s payment 
to the Commit tee , rlben in fact the money was 
never paid out of El der ' s hand s . It ~1as re
tained by him, and as h e testifies , d i sbursed 
for ~enoral purposes . 

!lo11, .:e can get no testimony f ro:n A:r. :!l o.er as 
to •that becane of that ~117 ,500 . He won ' t sa:- . 
l!e won ' t say who got it. He won 't say mat. 
purposes the mone7 was expended for . 

~ell , they were general politi cal purposes . 

I am canine to that . 

Llay I aok there , Harold , to ~he t yearo does 
this ~117,00 a pply? 

~o "''hol e period , :.:r. l:a&1ll. 

.Is some of it c irectly traceable to late r years? 

\iol l , thill went to all these years . 

lobat I am getting at is this, a person mil)\t 
reasona bl y say h e doesn ' t remember very well 
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what happened to the money he had in 1933 . 

Oh yos , some or it was as late as 1938. ' 38 , 
in fact , •:as a b i t; year. 

:•ow, as L:r . Foley just susgested, the sta tecent 
made by Bov.nan El der v;os not - r:as not , "I won't 
tell -:ou. " P is statement nao, "I can ' t remeMber 
in detail wl'>e t became or tho t money. It was 
expended for the e:eneral purposes of the Demo
cratic Party. " That is it , i sn ' t it, Ed? 

':.'hot is right. 

!1ov:, so I!IUCh for that. <.vidence was obtained, 
or lnCormnt1on ras secured, •:e will say it that 
way, by our investigators that in addition - -

,. 24 

l~a y I interrupt you thoro? "'he point that - we 
don 1 t kno11 that he expended i I. for t h e Democratic 
Party or tl1at he c i[;ht put 1t in his own pocket. 
1·1e don ' t know, that is correct . 

\le don 1 t know whether• it became personal i ncome 
or whether he spent i t . 

That ie correct , we don ' t l:no\'1 , 

:h£t in wt.at I wanted to bring out . iiis state
ment ie •hat i t was for reneral political pur
poses . 

He mi( ht perfectly nell hnvo put it all - &pont 
it on h imself . 

Ho mi{;ht hcve . 

Yes , it is perfectly possible . 

:huro isn't any evid ence that t hat is so . 

3ut thoro is no evi dence that he spent it for 
the Democratic Party, either . 

Hell, ho said e o . 

Well, tha t is no evide nce. 
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Vlell , i t i s some ev1.dence . 

nut not substan tiated. There is nothing to 
prove his statement . He mitht have said he 
spent it on exploration. 

You •.oul<! have to disprove it, Ur . Secretary. 

No , I think the burden of proof is on h1m. 

He establishes thnt Vlhen he teotif1es . 

He said he epent i t for cenoral political rur
poees . Then you have to show he didn ' t , that 
he spent it for hUn.self . 

Evi<!ence reached our people or info~tion 
reached our investic.atot·s to the effect thot 
substantial sums of money had been pai<! in 
to ~ldor bJ liquor people , beer importers , 
and beer Y.'ho l esalers , and testimony Ylas taken 
from the people who had actually made such 
contributions , copies of checks - or checks 
wore obtained of which \10 h.n ve copies , shovting 
that such transacti ons had occurred, and t l der, 
when questioned on that point , admitted that 
the Club hod, in the period that we are talking 
about , from 133 to 138, received from one hundred 
to ~125,000 in that =Y • VIe have documentary 
proof of such payments up to, I think, t>87 , 000, 
Hr . Helver1ng. ;·to have infonnation that those 
B.l'lOunts might reach aa hi~h a figure as t soo,ooo . 
No•1 , aca1n, we questioned as to the receipt 
of this money . Mr. El der admits that he re
ceived such funds up to one hundred or e l 25, 000. 
ifuen questioned as to the disbursement o f these 
fUnds , he makes the same general statement as 
the one he made with reference to the money 
he secured by these spurious endorsecents , ex
pended for the general purpoces of the ~ocratic 
Party, and he will not fO beyond that statement 
in explaining the disposition of this fund . !low, 
there is where we stand . As long ago as Dece~ber , 
as I understand it, the question was raised - -

Before you go on that , I don ' t want to over
simplify this thing, but l et me see if - I am 

~2' .. .) 
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l ook1ns now at my two special advisers , whether 
this is - as I understand , the thing that happened, 
peopl e in the State of Indi ana made con~ributions , 
politi cal oontributions, to ~. Bowman ~lder, who 
deposited theo, I take i t , in the b~~. 

?he. t ie ri~ht. 

lie then drew a check on that bank and walked 
over or l'al l!od around hie ovm office and cave 
theoe checks to - what do you call them? 

F.oosi er Democratic Club. 

Is Lhat right? 

llo , as I uncerstand , I don ' t think that is exactly 
what happened . 

I thou~t Eo~ 2l der ~ave these checks to the 
Hoosi er Democratic Club and they endor sed them 
and cave the~ back t o him. 

Uo , he received them as Treasurer of the Hoosier 
Denoct•o.tic Club . He <~as tho acent or the Club 
when ho received the nancy. Tho~ traced about 
;750, 000 into the 7wo Percent Club over a period 
of fr~ · ~~ to · ~a , approximately 125 or 1~0 
thoueand dollars a year. Thoee are straieht 
receipts fro~ o~fice hol ders 1n the Sto.te of 
Indio.na. "'hen, accounting "or the disbursemento , 
he fails to shovt what he did w1 th appr oT.ima tely 
~ 120 , 000. He claimed Ython he was first inter
rogated that he had dro.vm a check payabl e to 
the Central DeMocratic Committee of Indiana, but 
tho record~ of t~e Cl ub or the Central ~emocratic 
Conmittee do not shor. t~at t~~t payment was over 
received and when ~~~ r.as --

•-ail a einute . ':'he records o!' the Clu'b rere 
the records of the Central ~ocratic --

The Central Democl'lltic Co=ittee . ":"no r ecords 
of tho Club show ttat be received this ~750,000 
and he can account for all the disbursecents 
except about ~120, 000 that he claims he paid 
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over to t ho Democratic Central Commi ttee . The 
DeMOcratic Central Ccmmitteo, as I understand 
it , doesn't show on ita books that the n:oney 
was e ver received and a s to that , he s ays that 
he Ppent it for the general good of the Dero
c r atic Party. r~en they asked him ~re ques
ti~ns , he said , "Oh, it as for travelin( ex 
penses . " "f'ell , how much?" Vlell , he d idn ' t 
l:novt, "And to "hat people?" and he name s only 
a feYJ peop le and , ''l'oha t else was it spent fo r?" 
"':iell, it was spent f o1• hall h ire and printing 
and different e xpense s in connection with cnm
pai(;llB around the s tate . " ''l'iell, name some 
of tho::e expenses." "i'lell , I ' m not able to 

Z2 f 

nlil:le the-t ve ry definitely, " but he has at t e!:lpted 
to e ive an explanation of wh&t .r.e did with t he 
l:l()ney. He ha sn 1 t said, "I won 1 t tel l you. I 
am not ~inc to ansv:e1• that question. " lio 
hasn ' t ::ai d that , But he has attempte d to tell 
what JJe d i d with the money and that is rather 
important , because that han oome bearing on 
the petitlon and the eranting of the order, 
becauce in order to g e t such nn order you have 
to show contumacy . You } ave to show that the 
witness vtasn • t cooperative , thut he obstructed 
the investigation, that h e r e fUsed to d1vul £e 
inforMation. ':hen thls undisclosed f und --

llo., , the eo- called slush i'und. 

J,s J understand it , there is nbout ~125 ,000 
there . l!o is very indefinite about where that 
money CIUllO f rom and he ill very indefinite nbout 
what h o d i d with that money. I mean, that m1~t 
be , ao I understand 1t, 120, 000 tha t he didn t 
nccount fo r cut of the 750. 

:·o, no , no , no possibility of that. '4'b.nt is 
entire l y se?orate and d i stinct . 

\ih·, coul an 1 t 1 t beY 

Becauoe --

I know he doesn ' t cl aim it , but wb.:y coul dn ' t 
it be? 
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Tho aerrogate amount o f tho und ivided fund s 
for tho period 1933 to · ~a ron between 
1 100, 000 and ~125, 000 . It was kept partly 
in cc.oh and partly 1n o. bo.nk account. '"he 
~ds in tho unicentifiod group were re
ceived pri ncipally fro"! i nd ividuals Ylho h ad 
boon -rant ed permits to •ell cal t an1 alco
holic b veraces and also f r on people ttho 
'""OI't frie nd ly w1 th tho Club and the ::c:nocrc. tic 
Party. Shot is his statement. 

They are two eepe.rc. to aml di s tinct th1ngo . 

.:hen tho wl 20, 000 and ~he -. 12!> , 000 ma k in._. o. 
a total of 245 or 50 thouscnd doll ars are not 
a ccounted for . 

- think :;ou =~ have a roint on your contlll'\llcy, 
or t.o,,evtr you pronounce that r.ord, but I don ' t 
ju.'l t in .., l uncL"'g througl'l this - I don ' t see 
that he identified at all what happened to these 
fund s which, a ccording to the checks , we1•0 payable 
to tho Democ1•atic Committee , but actually were 
caohcd . 

I think tl-at is my impression, too . 

I thinl: Ullt i s true , :os s . r·y point there 1a 
thal h e wasn ' t properly questioned a bout it. 
':hey asked h1l:t what the IU:IOunt was . They d idn ' t 
aol~ him tho a pproxi.mt\ t e amoun t and they didn ' t 
ask h 1m ho•1 lmlch, a s an estima te, he received 
at any one t i me , and they d i dn ' t ,ursue it as 
they cUd t" o first t i me he was i n terroga tod in 
January. 

I h&ven 1 t s een that , •:ow, this is what I seo 
hero . I don 1 t lmov: whether this is all there 
is in here , ~eca~c as I ea~, I havsn ' t checked 
ttia wlth any ca~e . I j~t saw it for a bout 
' i ve "linutes . :bo a.,cnto sa;,· , "l:ow, referring 
to the 3<:> checks you howe Just i dentifi ed and 
tho tota l i s ~93, 100 , and as I ~et 'he s i tuation, 
:;o'! a r o unable to explain h o•·; this .93, 100 
wo.s disbur sed . " 

Doesn ' t , lr , Landi s have a copy ? 
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r.hat page arc you on, Hr. ~:agill? 

I am on page 6 , 

~os , could you just - I want to get one thing 
1n cy mind before you go in on t'.1s testiJ:Iony . 
I have now the picture of ~:r . Eo•·ll:!B.n Elder, 
~reasurer of the hoosier Democ atic Club, Who 
is supposed to turn this noney over to the 
Democratic State Central Committee and the 
Democratic State Central Committee ' s records 
don 't show o.pprox1'11a tel y receiving ~120,000 
whiCh he said he turned over to t hem. I have 
that picture . If I coul d got it as si~ly 
as that before we get into this testimony, 
if 70u don ' t mind , the pi cture on the so- called 
s lush i'und . I 'lear:, what was tho process of 
that? I just want to get how these two thint;:s 
flo11 . l!ay I hnYe just a minute? Row does that 
flow? 

Collectors wEJre sent out to various areas 
in the State to take up contributions fro'll 
the various liquor deal ers and bever age dealero , 
and so on. 'l'hey tlould cot tho money either 1n 
cash or 1n checks drar.n to their personal 
order and theJ would brine ~h~ cash to BoY~ 
':l der. 

\7hat woul d he do with it? 

He would put that either in a banl: account or 
in a safety deposit box. 

Have the7 been i dentif ied? 

Yes . 

Vlhat doeo he say? 

Paynepts have been i dentified to the extent of 
~87,000 and he ad'llits that the aoount --

VIhat does he claim or think he did with the 
ea7, 000? 
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he claims he expended it for the general 
purposes of the Democratic Party. 

\'/hat do you think he did with it? 

I don •t lmovt . 

But the money ttas collected f ro'!l li'iuor 
donlers and brewer& and v:e knO'I7 of ~7 ,000 
\'thicll v.ent into the oafe ty deposit box and 
when he is asked What he did with that , he 
doesn ' t - he says, "~or the ( Ood of the 
Democratic Party"? 

"es. 

Eut the Dcmocnntic Central Committee or any
body else doesn't coMe into that picture . 

t:o , not at all. 

TT:o separate funds , one he gets .from liquor 
deal ers and one he gets largely from office 
hol ders . 

That is right. 

The office holders• money wont into the Hoosier 
Decocratic Club and the so- called slush money 
r;ent directly to .SO'I7l:lan -lder, is that right? 

You have it. 

Is there any evioenco 

Wait a ninute, didn ' t it (TO to him -

bmy I f inish, pl ease? 

I beg your pardon. 

Just a minute , pl ease. I don ' t want my thought 
interrupted. Is there any evidence that the 
money from the slush fund went into the HooG1er 
Democratic Club, is there any confusion of those , 
m1ldng up of those1 
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It is supposed that Blder collected thi s money 
on behalf of the Club. 

bu t I mean, there is no evidence . Do we have 
the Club ' s records? 

Oh yes , ~e have examined th~ and roe have photo
stats of their books . 

But is there any possibility of them mixing? 

tto possibili ty of thooe two things being dupli
cated in any respect . 

Now, John. 

Uay I just interrupt he re - but 1n both 1n~tances , 
to fo llow out the Secretary 's thou:::.ht , :.l der 
was acting purportedl J 1n behal f o~ t he Hoosier 
Denocratic Club . 

That wna what I wanted to interrupt for . You 
said in the first instance it vrent to hi m as 
Treasurer of the F.oosier Democratic Club and the 
next time he got i t himself. In bo th ca oes , he 
was acting as Treasurer of t he Club , both in 
respect to the slush .t'und and in respect to the 
contributions of the ~ployees . 

I see . o. Y. . 

'l'he onl y point I was e,oing to make is a comparatively 
minor one in connection wi th what you are getting 
out. I don ' t see , on t lnncint t~ough this , that 
he ever gave any speci f i c destinations o ~ these 
funds . The story seems to be , as I get it out 
o f he re , that the aeents had hio identi fy check 
a.fter check a f ter chock which f."ere made payable 
to t h e State Co~ttee, or rather the Chairman 
of the State Co~ttee , and he said each time 
that t heae were endorsed by the Chai~ of t he 
State Comnittee and tha t he , El rler, or t he ChAir-
I:IQn of the State Co'"Tiittee , cashed them. ~~en , 
~then he 1s asked what happened to the money, h is 
answers are - here is one o.f the~ and I think 
they are al l l i ke this . 

"It VIae spent :'or political purposes . I cannot 
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give you the details , general political pur
poses," No.,, he repeats t ha t explanation time 
and time nga1n. Ther e i s n point in here ~here 
he says somet~ a bout travel i ng expenses, but 
I don 1 t think he ever beco:nos more concreto than 
that . 

l!ot 1n that e:r..o.mination, but there is an exam
ination of him conducted on tho 2nd of January 
that - -

Do you hnve that , Ed? 

Ye:~ , I do . 

Coul d you identi~ the questions and answers 
that are nore specific than that? 

Oh, sure , 

Suppose you do . 

On the nlush l"und, wha t he says is this: It 
comas do wn to that on pace 17 in here . He says , 
"':i'he reason for that was , this was money spent 
for political purposes for the benefit of the 
De:nocratic !'arty and I VIas advised t hat no 
accounting was necessary." t;ow, as far as t his 
examine t i on is concerned, I think that is ss 
~pacific as he gets , as far as I can see f~~ 
a casual examination. But he does say that i t 
was used for general political purposes . 

You might be interested in t h is , ~x. Secretory. 
He says , "You mi ght put this in the record, By 
my direction on the books of the Hoosier Demo
cratic Club, all Checks drawn to Jackson, Storon 
and Cramolspacher were charged to the De!nocrntic 
State CoCill11t t oe as a matter of cmvenience. 
These said checks could have been charged to any 
a ccount . 'i'he above fUnds ,;ere used for general 
political purposes and tho purpose fo r which the 
Hoosier Democratic Club wao orranized under its 
by-laws and the money was in no way t'unds of the 
State Committee and never was intended to become 
part of the State Coll1111ttee . " 

. 32 

Regraded Uclassified



:ielvering: 

;1raves : 

raves : 

' • • Jr: 

: a.,ill : 

H. ! . Jr: 

Viner : 

'""ra11es : 

ri . " . Jr : 

!'ngill : 

- 18 -

T"nat was the seneral story, as I get it , from 
casual rending. 

,. 33 

And those are the s~e amount s which, on tho 
recoi'd of the Foosier Dooocrntic Club, '"ere 
credited as paid to the State Central Co~ttoo . 

That is r i6ht , yes , sir. 

;lhile Hr . Fol ey is getting tlult paper, I would 
like to mnke t h is sun;estion , tha t there [!IO.y 
be sono defects in the intorro~atory . There 
nay be'a need to a better foundation for this 
petition. If so , they can be easily corrected . 
It is a matter of reexamining BOlnnan El der and 
askin£; hi m •lte parti cular questions "b.ich should 
be asked him in order to lay the necessary f o\mda
tion, but I think the ~ore iMportant question is 
the question whet her , in an~ ~ase , -.e are to 
proceed "1 th thls . 

Thnt ls the question . 

' .ith this petition. 

An~ I want the advice of those tro 6entlemen, 
where we go rr~ here. Have ~ou peopl e seen 
the letter f rom ~. Clark! 

Yes . 

Have you seen it? 

I h!< vo ooen a draft of the petition. 

No , the letter f r om L~ . Clark . 7hat i s the 
question. I mean, how should we answer t h is 
le tter fron Mr . Clark1 That is what all the 
1'>.1ssin" is about . 

I have that . I will show it to Dean Landis. 

"'hat i s the junp1ne; off point , is r.here do we 
go fran he re • 

As it lool:s to me , you lulve got two question s, 
jus • fro~ what - I have gone over t his t hing 
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with HD.rol d orally and hnve spent perhaps 
an hour before I came in here looking over 
this thing. I think you first have got to 
decide vmat your general policy is going to 
be , do you want to press this thing or don 't 
you. Do you think tba t prima f acie • you 
have cot enou6h here so that it is worth 
while to press t he t hins to a conclusion? 
That , it seems to me , is the major issue. 
Then, as a secondary issue , there is the 
question , among other thincs . as to what 
reply you shoul d make to l~r. Clark. There 
is the question o f whethe r or not a fu:>th er 
oral examinat ion before you go to the court 
shoul d be had of Mr. El der, and so on . Thure 
are a series of questions of deta1led procedure 
there that I think are very important. 

Spenklne to those for a minute , I sai d to 
!Jr . Graves this morninr that in my o= judg
ment I YIO\t l d be inclined to think it would 
be certainly v:orth while considering whe the r 
or not you shouldn ' t a ale Cla r k to g ive you 
the benefit of the Department of Justice ' s 
suggestions as to h ow thio thing should be 
conducted. The only o b jection I see to tha t 
is 1t !:lt ans a further delay, and that is a 
serious objection. 

i"ell , as to that , I would like - my own f eel 
ing is , I think " e have go t to make up our 
own minds . 

I thin.k that is true . I think your major 
question is whet her you want to p ush this 
or whether you don ' t . 

I don 1 t t hink r.e can throw it back on the 
Dopart:l!len t of Justice . I think r.e have got 
to make up our o\111 minds and I 1:1ould like to 
!:lake up oy own mind w1 th the help of people 
1n the room here . 

Apropos of nos' r emark , llr . Foley and I bad 
l unch yeoterdny with Mr. Clark and l!r . Tweedy , 
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and Mr. Clark said that if we Vlere to go ahead , 
there certainly should be a novt examination 
because there wasn ' t the proper basis fo~ the 
petition and i f there were the proper basis , 
if the proper line of questioning was asked 
so that we ~~d a basis for the petiti on , he 
then tho~t you could toss a coin as to whet>er 
or not the petition would be granted . 

\/ell , who is Tweedy? 

He is in Justice and has been working on t his 
ca so wi l.h Clark • 

\fell , I think the thine f or Landis and ~·agill 
to do is to satis.f'y themselves or, have we or 
haven ' t y.o t;o& a case here . 

~t i~ the thing, ~r. Secretary . 7nis isn ' t 
a question or the sufficiency of examination . 
It isn 1 t a question of the suffi ciency of 
the petition. This ha~ a much larger question 
that dealn in questions of policy and that is , 
wllnt has to be decided here anrl that Y:e can ' t 
asv the Dopartr.lent or' Justi<'e t.o rlecide . They 
will not do 1 t . It is not their job, it is our 
job. 

If 70u don ' t rn:nd, I differ with you a little bit. 
Posaibly t!l., \:ord "pol tcy" . ':'he policy, as far 
as the :'reasur7 is concerned, \7as established 
the first day I came 1n hero and that is a1mply 
i f v;o feel that a rnan has not pai d the taxes on 
income r eceived, that v;o t.ake steps to collect it 
and that is the whol e thine. That is the policy , 
no matter who he is or vhlat his connections are . 
!low, toot is the policy, so there is no question 
of establ ishing a policy. 

The reason I br ing up the polic7 question, Vr. 
Secretary, is t~s isn ' t just an ordinary ques
tion of inc~~e tax evasion. This is a question 
as to whether o r not politi cal contr ibuti ons 
are taxable and 1t is a question that r oes back 
over the tlhole h istory of t he Bureau. 

No, I don ' t agree with you on that. You haven ' t 
convinced me , because I don ' t - no, I can answer 
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you on that and I Vtill be elad to be inter
rupted. lie are not - I am El ad you raised 
that point, because in my own mind I think 
I see clearly and I wi s h - let me s t a te bow 
I - the quest i on of the ~700,000 t hat was 
contributed to the Hoos i er De~ocratic Club 
1n sood f a i t h by t h e peopl e that m .. d e the 
contribut ions, we are not questionins whether 
that 111 or i s n ' t taxabl e . The thing that v:o 
a r e questioning i s that there is a gap of 
~1171000 as to nbat beca me of that money. 
Now, I am not questioning the thousands of 
people , \',bOther the money they contri buted 
to that orcanization is taxable , but I am 
question1n£ what h a ppened to the ~117 ,000 
that this feller. took out nnd claimed tP~t 
he eave Lo the De~ocratic Central ComnitLee 
and they never got it. Uow, that is the 
point, tt.s I see 1t . We are not arguing about 
whethe r a contributi on to a Democ1•a tic or a 
'lepublican par•ty is tnxable . As fnr as I see 
it , that isn ' t the question at all , but the 
quos tion 1 s , what haopened to ths. t .;"117 , 000 . 

You raise a very funda'"lent r l question, 1.:r . 
Secretary . As=e that that ~117,000 r<as -
or not only the ,;117 , 000 but the slush f'und 
as r.ell , the 125 , 000, •as taken '7 ::lC.er and 
theee other centlemen nrA put into their own 
pockets . Let ' s assume that to be true . The 
thing ~.o.t I v:ould like to ques tion upon 
that aCilUI'Iption is "bother, tt.ose facts being 
establ ished, that would change the problem of 
the taxability of the Hoosier Democr atic Club , 
of the contributi ons made to the Eoos i e r Domo
cr•atic Club. Assume it is embez zlement on 
tho part of Elder --

It doocn ' t l!lBke any d11'ference in so far as 
the taxable status of that club i s concerned . 

Wa i t a mi nut e . I don ' t see that the Eoosier 
Domocrntic Club are , so to sren~t , on t h e grill. 
I am not quest i oni ng this Hooei er Democr atic 
Cl ub. 

Then I think Jim' s po int a.nd m:y point , Mr . 
Secretary, i s tha t Tie outht not to f ile the 
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peti tion •lhi ch s ays that the purposes of the 
peti t ion are to detex~ne the taxable s~a tue 
of the ~.cosier Democra tic Club. If we think 
there is ~117,000 tha t Ur . Bo~~an Elder 
pocketed, and that he used fot• his O'l'l1 pur
poses , then I think we ouent t o send out a 
letter and ue ought to aeseas a tax a gainst 
t:r . Eowmo.n El oier for that income and t hat •:ill 
put L!r . Bov.man El der on his proof and he will 
have to come 1n and show that he didn ' t use i t 
for his own personal u ro but that he used it 
fo r tho political use of the pat•ty , and if h e 
isn ' t able to show that , he vli.ll have to pay 
a tn.x . 

l':ould you just let ne eo back a minute'? 'ould 
you (Landis ) sa~ what you said and only ~ke 
it a little bit - expand on it . Let ' s jus t go 
bacl to that point . 

I would like to ask this question. I don ' t 
know the answer to it , lmt let 1 s ass'W!le that I 
go ou t and collect money in behalf of the 
Democx·atic Pnrty under the name of some club 
or other and I collect .,100, 000 worth of tax. 
I spend .,50, 000 of that fo r the purposes of the 
Democratic ~arty, a c counting for it minutel y , 
and then I make up my mi nd after I have collected 
thoce contri butions that I am goi ng to steal 
-.,50, 000. I uoul d l ike to kno•: rnether, if that 
action on my part makes the orig1nal contribution, 
which v1as not inccwne and not subject to taxation, 
makes it taxa bl e i n come. And until that ques tion 
is anar1ered to me , I don ' t know a nything a bout 
this . 

Let Un c ill try to ansr1or tha t . Lot ' s just keep 
it on that basis. 

UDy I step b ack one step, be cause I think - in 
connec tion with your own question, I think one 
analysis you h ave got to make is the one that 
Ur. Landis is entering into. 

I don ' t qui te understand thnt , I don 1 t get it 
yet . 
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The question as i t has been - that i s why I an 
going ba ck . I wasn ' t sure --

I don ' t under stand his point . 

The question wns init1nlly presented, as I e,nthcr , 
whether the Hoosier Democratic Club ~tas an exempt 
orgar~zntion rrom income tax or not . 

Let ' s a ssume that it isn ' t . 

?here is a lone, list in the statute, in Section 101 
of tr.e sta tute , of orsanizations which a r e except 
£rom income taxation and i t is c:y understandinG 
that this club contends that it is exempt under one 
of those provis ions Which ~as to do with ~a t are 
called civic l eaeues . row, i t is essential to e 
good many of those exemptions , at least , and I 
:-houl C. thinlt to thn t po rti euler one , that the money 
shnll not br.ve been spent for the benefit of par
t icular members of the organization but shal l 
have been s pent to advance the purposes of the 
organization, whatever t hose may be . Hence, in 
answering L:r. Landis ' question , if i t should 
prove t o be true thnt the funds of the cl ub 
\tel•e l argely expended for the benef it of par
ticular of!'icers or for what you rlll , that would , 
I bel ieve, nave an important bearing on tbe exemption 
or the club itself !'roo income taxation purposes . 

now , Mr. Landis whittles thnt do'fln to a still 
finer point, that is 

':'hey are not exempt . 

Suppose t he club , on t he race of i t , is a per -
fectl y proper organization and suppose the by-
laws and constitution and so for t h provi de tha t 
its funds are to be expended solely for the 
advancement or Jeffersonian democr acy and the 
promotion of social intercourse among i ts members . 
That i s tho r ecord. But the fact is - take h i s 
poin t - t hat after tho fUnds are collected, 
Mr. El der pockets some or them or be gives some 
of thee to distr ict l eaders , or he does thi e or 
that or tho other thine with the~:~ that are not 
'r'1thin tho stated purposes of tbe club . In 
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other words , the cl ub is in f act used foi' an 
individual ' s own personal ~in, but tha t ien • t 
stated 1n the intentions of the organization. 

tiell , I think, to answer h is point, my o'M'l 
gue ss would be t~is, just a guess , i f the or
ganization itself could aho~ tha t i t ~as or
omi:o:ed for the purpoaes of promotins the 
Decocratic Party , e t cetet'll , and this bus1neas 
by El der constituted in effect a theft , as you 
have described it, or an embezzlement or some
thin£ of that kind, I shouldn ' t suppose the 
fact that the Treasurer is a cr ook ought to 
a ffect the question of rmether or not the 
orl nnization itsel f is exempt . 

:;oT;, l et ll:e s ay there to tie 1n v.! th one of 
your thoughts , I think the &ureau of Internal 
~evenuo would still h~ve a lot of interest in 
,;bother or not :4r. Bo,.man :;:lder should report 
the , 100, 000 or uhatcvor it is that he has 
t aken. 

I thinlt that is the issue . 

Just one second. I an tryi ng - What I an t rying 
to do is the r;ay ;-e a lways do . I have got to 
~~ve each t h!n0 a s ~e s o alons, I have got to 
thorouE;hly understand it. Let me go back a 
minute and everybod:; can have n chance . 

As I get the point here , we are talking a bout 
two propooi t ion a . Number one is , i s the hoosier 
Domoct•ntic Club entitled Lo Lax exemption . That 
is number one . I s that rieht? 

I woul d po.os that for a moment and a s sune that 
it i s subject to tax exem;- t1on. I mean, I r.ould 
a ssuce it is not subject to t ax exe~t1on. 
Assume it is not within that category of a seocin
tions mo are exem;:-t. 

Assumn it i s not , and that thin& ~as been rending 
before the Bureau s ince ' 39. 

Let ' s a ooume it isn ' t . 
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'l'hen what? 

Then ~hat ~1is evidence discloses is that you 
have had a number of contributions to the club. 
The contributions, as such, as I understand it , 
are not taxab l e . 

~~ere is wh ere you are jumping over a b i g 
hurdle . 

Yes , tbn t wou l d still be a question, I take it . 

:.ell, it i:~ a very doubtful question then, as 
to vhet~er contributions t~~t are oade to a 
non- exe.npt orga nization are taxebl e 1ncoce to 
the non- exeopt organization. 

l•ell , JilT. , you cat into another proposition 
there , I take it , which i s another fence you 
jUilp , but I thinl. you junped 1t too quick. 

If this ors anization could be shovm to be ::e t 
up r eally for t ho purpose of enri ching 9owman 
El der , or wh o E> ver it may be , 1n Indiana , Lhen 
I te.lce i t not only i a tho organi zation not 
exeo~t but it might ve~ well realize inco~e 
to the extent that it compelled peopl e to pay 
in funds to it which were t o be used fo:- the 
pri\·a te profit of the fel lows that or;:>:anized 
it. 

Let ~e cle a r myself on a point of law here that 
I think is ve r y important . Supposine I ~o 
around and soli cit ~ friends for contributions 
to a fund r:hich I ac g oing to g ive to an ind ivi
dual , ." X" , '~bo is in financial d ifficulties. I 
a ssume that that thine tha t I have c~eated, t he t 
fund , whatever it is , is not execpt under the 
income tax la~1s as an as so cia tion . Are those 
cont ributions subject to be r egarded as inc~~e 
oithor t o the a ssoci ation or to myself or to 
IIX"? 

I v"Oule think so , at least to the extent tha t 
yo•• d idn ' t spend them for "X" . In other words , 
:;our case is thi s - -

;:o , you are jump i nc --
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But you go around and collect ylO, OOO from 
your colleagues at harvard . You eay, "I am 
going to use t h is money to support refuGee 
German Prore~3ol" "X". 

An individual . 

An indiVidual. Having got the ~.10 ,000, you 
give maybe ~3, 000 to re!'u.gec individual "X" 
and ~7 ,000 to support the Landls family . 

Su!"posin;; the thill(; i s all right to start v:i t h . 
Is tl at taxable inoo!'le? I take it and &i ve 1t 
to "X" . It is taxable inco:1e to me? 

' ioll , ! don ' t thi"lk you "''" ans•·er your ques
tlon . If it is not taxa~le inco=e , it is not 
because you are an anent for a deoienbted pur 
pose . You are collocttng t h ie for a parti~ular 
purpose and hence i t should ~ot be treated as 
money which is - tho\. you may use to buy gro
ceries with. Now, suppono you don ' t - you don ' t 
\ISe it for the desit:,na t.od purpose . 

Then r:ill you say it lsn 1 t taxabl e inco!!le to 
nl0 Or tO 11X H? 

I think it is not taxable inco!'lc only so long 
ae it can ~e s nown hat you received it for 
t he particular purpose and used it for that 
purpose. 

All ri;;ht . 

Let me illustrate it --

Let ~e go one step further . Suppose after I 
go t that money, I steal ~ 5 ,000 of it. Does that 
make ~5 ,000 o f that ~10,000 j ncome? 

I woul d be incl ined to think so . 

\'/ell, that is important . 

Let ' s ask ~!coney holl' he roul d rul e on a thing 
like that, ';Cake this case, 1/r . :~ooney , that 
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!~ . Landis has set up . You just go through 
the Motions . How v:ould you handle it? 

I ~ould say that when I received &hat , I 
received it as a c ift . 

\ihcn who :-eceived it? 

I &m an a e ent n ow that goes around and 
aolicits . 

You aro ~oinc to collect 10 , 000 fo r a fund 
to c ive so~e refugees . 

':.'hat is richt . !:o ·.-. , I would say that vhen 
I received that ~one:r it was - iven to ~ for 
t he purpo~e o~ turning it over to the re~•~ees . 
'•hen I received it, it didn ' t ct'lnst i tute taxab le 
incCrte to no because I , .a s receiving it as a 
e i ft for a speci f ic p urpo:Je . I 1·:oul d sa:; that 
if Y;e IJtop at that point the ~eau or Internal 
nevenue \'tould never ~ ay that t hat runount con
stituted inco~e to me but if I misappropriated 
that fund , if I u sed it to ~y own benefit , made 
inve·Jtmvnto r. ith L'1a~ !'10ney , I t·onl d say the 
~L~ute I h ad that I have ap?rooriated that ~oney 
to rr:y OI'>TI u:.e and we T:ou l d ra:- that constitutes 
taxable l.ncO"'e . 

Eut you T:ouldn ' t to.x the rt~!'u{:ee . 

!•'or thu l und 7 

No . 

llni t a minute, three men pointing fin t ers a t 
hin. Give the fellow a chance . 

You are asking another question. : answered 
t!1e questi on wi.thin the 111'11 t:: which t•ere su' 
mit ted . 

7hnt is right . 

Do you nmt to restate 1t? 

I ,,oul d like to ask ono thot I think will c larity 
it quite o bit. 
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Well , yes , that is another question , whether 
it w1ll be, say - whether I would be Hable 
for a tax return or not. I am an individual. 
'The minute I get that money you mieht sa:; that 
I am a trustee. ~erefore , I should be required 
to file a trust return. I am an individual , 
showing the distribution of that coney to the 
beneficiaries . It wouldn't constitute taxable 
income to the beneficiaries , because after all 
it is a gift to the refUgees. I am acting merely 
as a medium through vmich the money passes. 

I am a trustee w1 th one other pars on for sane 
money that my mother- in- lavl lett my three 
children. Don 't we file a return on that? 

Sure. 

You bettor had, if you haven't. 

You are r etting income out of that trust fUnd . 

You are a fiuuciary , thouch. 

Don't I file a return? 

Of course you do, because that money is earntng 
ll'.Oney and you account for it. 

I would ansr:er the question, I would say t rat 
you would be supposed to fi l e a return. 

rlel l , I want to ask one 

I will answer you - -

I think you can ~;et this - you can consider 
another thing, !llr , Secretary . ~ere is another 
proposition that comes in, o1 common experience 
here . You may be paid money for traveling ex
penses or whatever. If the money was really 
eXpenoe for that purpose , I take it you realize 
the taxable income. On the other band, if 
your firm said, "Well , wo don't y,ant to monkey 
with expense accounts and here is $100 for 
that trip to Washington , " and actually it 
only cost you ¢50. 00, at least theoretically 
you would be supposed to report the other 
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CSO . OO as inc~e for tho parti cul ar year, 
~low , v:hon yon a ppl y that to the TY:o Percent 
Club , I think whether or not the intenti on 
was that certain or.,anizntions were to be 
enri ched by it , i f the fbcts were that they 
"er e enriched , that it does have an i::lportant 
bearing on t he exemption o! tho club i tself, 
And I thiru~ i t certainly is arguable that 
unlike the refUgee case, the individuals vmo 
have received the money have received taxable 
income , 

I would like to interrupt there and just poi nt 
out in w:111t Mr . !~gill is en;'ine , wh i ch I think 
is very important i n any inquiry in the dir ectl on 
of t hie ~aso , it se~s to ne that the question 
of the taxable status of th ~o Percent Club 

"' 44 

is an iMl!lllterinl ouestion to the issues tha t 
are raiaed by this procr am . Such inves tiga tions 
of the tax law~; as :nay have occurred in connection 
seem to mo not to b.a ve been incurred by· tho Tvto 
Percent Club . They seem ~o me to have been in
curred by the fellow \lho took the !'Ioney . If he 
took t he money, he stol e it from the Tvto Percent 
Club . 

'nat is Tll.at I tol d R.E.rold r.raves night before 
ltlst , didn ' t I? 

Yes . 

That is the posi t ion I took night before last . 
Are you t h r ou&n? 

I would say, ther ei'or e , that the justi1'1cation 
for exaiT\ininv into these expenditures does not 
f low f'r 01:1 t ho fact that the Treasury is particu
larly interested in t he examination of the 
Hoosi er De~ocratic Club. ~thor, it is interested 
in tho question as to whether ~. El der or 
!!r . Greenlee , or \\iloe ver they are , r eported 
a true inco"le . 

I don ' t t h ink t h at is ''molly t r ue . 

This is nurvelous . 
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For this reason, 

This is wonderful . 

Look at this thine for 11 "'Oment in 1 ts darkes t 
light , that is , l et ' s - I am not assuming that 
these are the facts , but juat look at it as the 
dllrkest picture , Suppose that the Hoosier 
Democratic Club was set up as the organization 
which was to dispense patronage to see that the 
boys got and held their jobs, to dispense liquor 
contr acts and dispense public contracts, et cetera , 
et cetera. Let ' s assuce that the fact is that 
Y'e have onl;; discovered a part of the pi cture 
and that the fact is that hundreds of thousands 
of' dollars r-ent to the Hoosier !Jemocratic Club 
throu(h these years, that it ltas the recoenized 
receiving and disbursing agency for slush funds 
in Indiana . Yloll now, i f sor.e one organization 
or association for that purpose - -

I quite agree, 

And these payments are made with these thines 
in view and then payments go out of the club 
for this or that or the other thing, but not 
solely for the interests of the ~mocratic 
Party , et cetera, I would be dispo3ed to think 
then that the lloooittr De!'toc!'atic Club itself 
is n profi t-r;JAking ors anizll t ion •.'bich is subject 
to the inco~e tax and that i t ou~~t to be taxed 
and ~~t it doesn ' t roally ~ke any difference 
eT~ctly who <Ot the ooney. 

!low, you are also concemed, obviously, with 
~lhet!ler Mr. El der was riSking a good thing out 
of this and Wi1ether X, Y & Z were makin. a iOOd 
thing out of i t , beco.use you 1.e.nt to tax them 
personally, too, but 1 don ' t think you can 
assume in advance that tho question of the 
exemption of the Hoooier Democratic Club is 
a wholl y immaterial thine. 

I agree on that . In other words , if you want 
to paint this picture which will show tnat 
the so- called contributions coming in fron 
yo\\r liquor denlers , et cetera, are not con
tributions but are pa:f1:1ents by way of a 
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considero. t1on f l owing out fl'0\11 t he Hoover 
Democratic Club , whatever thnt cons i deration 
nay be , then you have soMothi ne that you can 
cr a\11 into. 

!l. l. . Jr : I ac .:lad you called it the Hoover Dettocratic 
Club. May I just interrupt the thing hero 
just a second, right on thi s parti cular point? 
Since lloveml.ler, 1938 , tho question bas been 
pending before t h is Buroau , is or isn' t the 
Hoosier Democratic Club taxable . Now, is it 
fai r for me , a s Secretary of the Treasury , 
to ask you people i f you have time enough to 
make up your mind , and if you haven ' t , v:hy 
ba ven 1 t you? llh:c ba ven ' t you made up your 
mnd , Ur. llelvering , since rovember, 138 , is 
the I!oover - now I ai:l doing it - the hoosi er 
Democratic Club is or isn ' t taxabl e? 

l olvering: icll , .fr O"\ the information we have , I have 
l one held that they were , so far as I am 
concerned , because first llr . !.!ag111 and !.!r . 
Landis both touched upon it . To be exempt 

h . r . Jr : 

.u.!:. Jr: 

Landis : 

they must show contributions to be voluntary. 
There is no question of that in my mind , that 
nany of these were given for a consi deration. 
Therefore , ~l.e !)ellJOcratic ''{cosi e r Club, the 
Hoosi er Democratic Club should file a return 
and by tho very nature of their filine a return 
t;e woul d find out wh.llt tho expenditures vtere 
and wllero they \7en t to , fOl ' what purposes . 

Le t ' s just stick on thi s one th1nf . Is that 
agreeable to you? 

Certainlj' . 

Supposing I sL~ply s ay - now l ook, I am s ick 
and t i red. I have waited since loovenber , 138, 
and you peopl e have had aopl e t~e t o make up 
your mind , is or i sn 1 t i t . 'I 'hen , •1ha t 1s your 
answer, what additional information do you need 
to make a r tlcolll'!lendation that this Club is or 
isn ' t taxable? 

Could I interrupt the re? I don ' t think you are 
askinG t ho right question . 
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All right . 

Because it has - that question h a s a doubl e 
ansfler . A Club like the Hoosier De:noc:'Stic 
Club "ttl; or na:r not be tax e7:e-tpt i'r o::l this 
standpoint. It =Y be tax o:~empt so tha t 
whatever 1ncone it acquired i s exe'!'lpt unde r 
the laws of the Federal Government . J;o11, that 
is one catorory in which the elee~osynary in
stitution f i t s . I don ' t think that is the 
question ln t h is case . 

Ho1·, 1 ·oul d you put i t ? 

I th i nk the question ~r. nolver~ raised a 
mocent aco i s thAt you are inquiring as to 
whether or not this vas a~sumed to be not 
tax ex~lpt, is receiving any inco~e and there
foro oueh t to make a retnrn to the u . s. 
Is receiving any i ncome? 

Yen . Contr ibutions are not income . 

"ole:; : ':'hoy are c1fts and not within the definition 
or inoo:"1e , 

le lver!.ng : If '.he glfta were o<'ntributton:J , there 13 ~o::te 
consideration. 

""ol ey: If yo11 c-O\ll d say they are securiti es for jobs --

: 'l.gill : I thinl: --

•'o l ey : •.•• and considerations !'or the g i ft a nd it is 
no l onger a g1 t't . 

L:agill : ~oh1ch he didn ' t sta t e . l.r. F.elvering said, I 
think, two things , really, f i rst th&t the pay
:ent s to the Hoosier Dsnocratic Club wer e i n 
l arge part not con t r1but1ons at all tu t ..-ere 
required pa yments o f one sort or ano ther, 
secondly, I thinl: i t is implicit in What 
Mr. Grave s , in part i cul ar, said with r espect 
to t h is program, thut it i s the a s sumption tha t 
l nrc e o.mount s have been rece ived by the l·oosie r 
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Democratic Club which so far had not been 
disposed for purposes vlhich, if known, woul d 
indicate that the Hoosier Uemocratic Club 
is not an exempt oreanization. 

'elverin~ : And if they are not exempt they should fi le 
a return with expenditures and receipts fully 
set out. 

1.:ooney : Could I elaborate a little on that? First of 
all , we would have to detennine whether or not 
this Hoosi er Uemocratic Club is exemp t or not 
fran t axation . That is tho first problem. t:ow, 
if r.e were to rule on this case 1n a manner simi
lar to cases or a s 1m1lar nature , we v:ould hol d 
that it is not entitled to exc~tion because to 
qualify as an exempt corporation , it has to come 
within the provisions of Section 101. VIe would 
say that it is not a civic league because it is 
partisan in nature and its activities are devoted 
to a certain particular interest which is not 
for the purpose of the peneral v.elrare of the 
community as a whol e . 

Now, we hM vo ruled in any number or other cases 
tP~t such political ore anizations as t his are 
not ex~pt .from taxation . That is one step . 
Arter we rule that t~ey aro no• e~e~t , thon 
they are r equired just the sa."'te as any o thor 
corporation to file a r eturn. 

Then in connection with tho filing or that retum, 
we have to ascertain \lhether or not they have 
any taxnble income . How , if the receipts of Lhe 
club or the political orbanization are contribu
tions and gifts, they do not constitute taxable 
income . 1~at is a conclusion to be reached from 
the nature of the receipts of the income . •:. e 
would have to analyze the receipts to a eterm l ne 
whe~~~r they were in truth and in fact contri
butions , t herefore not includable in gross 
income . So in cany ins t.ances , and I r:ould say 
in practically all ln:1tances , l'r. Secretary, 
where we havo held that a political organization 
is not exempt from filine a tax return , never
theless that organization is not subject to 
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the payment of any ' taxes , bocause it has no 
taxable net income . 

llow, 1n this case , if Y:e proceed under the 
prenise that it is not entitled to exeM9tion, 
it may or may not ae any tax, depend1nc upon 
whet her or no t What it receives does or does 
not cooatitute taxabl e income . I would say 
a true political contribution to that organi
zation in the sense that 11. is a voluntary 
gi ft to the organization to be dispensed for 
political purposes, does not constitute taxable 
income , it v.oul d be excluded under provisions 
of it being a gift. We have so ruled . But 
in determining that question, then we v:ould 
have to take into consiC1erat1on vohether or 
not these anounts in the total - we r-ould have 
to analyze also the receipts of the company . 
As I understand it , the so- called slush fund 
receipts are not recorded on the books and 
r e cords of the Hoosie r De!l\Ocratic Cl ub. 

That i s right . 

Uov1 , it is true , I beliove , &nd it has been 
stated that Elder acto a s ae;ent ror t he lloosier 
Denocratic Club, that ~e was receiving t he slush 
runes fo r tho benefit of the Club, but the Club 
r e cords do not reflect the r e ceipt o f such pay
ments . ~ow, is it possible t ha t t here are also 
other items that have been r eceived ostensibly 
for the Club tho t are not r et'lected on the Club 1 s 
records? '.:e have to '"ake inquiry of Bowman J:.l <1er 
and aok if that is so . In other words , our in
vestigation has d eveloped t he fact that the Club 
lms re oeiv~d money . Then ii ie our probl em, after 
v:e have hol e that they are not exempt , to noter
l!.ine 11hether or not tho receipt o~ ttat m ne:r 
cons t i t utes inco~e . 

!'ow, It rav not cor..s t i tute :nco ::e to the Club 
but we then inquire into tor i t was spent and 
if it \las appropriated to an:• of the off1cere 
for t he opooial benefit of an:r of the officers 
or employees or t he Club and they have benefitted 
b:r the d lstribution of t hat money , I soy that 
then that vteuld constitute incorno to them. 

\.'ell now, in tl' is study that you have made, 
and you havo g iven a ver;r clear statement that 
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I can follovt , and this •,.as your sole responsi
bill ty, rm&re •;ould you go fror: here if you 
had to li18.ke up your mind . 

I woul d say this . 

If you have ~Ado up your mind. I can skip it , 
but if you have made up yo•.1r mind, how ~:ould 
you proceed on tl'lis r:a tter? 

I ba ven ' t me. de up m:; mind, ~ t I t.·oul d like to 
mruce this statement. '!'o ne thi& !s an ordim>r ;. 
case . l'ere is 11 case o 11 corporntion that ,.e 
\mort !:.as received r..oncy , It cay be ex2cpt or 
it - it is not exenpt. I would say this. I 
h11ve rAde up my lllind , l~r . ~ecretnry , that i t is 
not e:r.emot unr'e r the statute , ':'here v:ould be 
ane possib1lit~ thct it night qualify under 
~ection 101-9, v;hich is a social c lub , but it 
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has no social aspects at all , so therefore it 
couldn ' t , in my opinion , qualify under 9 . It 
must , if it qualifi es at all , qualif7 as an 
exempt corpor11tion under 101- B. I think it is 
understood that it comes without thet provision. 
So thererore , it is not exempt from taxation. 
Therefore, it is in tho sa~e posit ion 11s any 
other corporation. 

/\11 ri[,ht . i:e require every other corporati on 
to file e. r etu m, r:hethcr it is taxable, whether 
it has taxable lncomo or not , it has to .file a 
rtot'I.U'Il ~.hich permits us to make the necess11ry 
inves t igation to detercine rme the r it has to 
be tE.x11ble inc<Ele o r not. Then , in conn~ction 
with the investicat!.on of an~ taxpayer r.'ho is 
liable for the r:t llng of a return, we do not 
get- the cooperation that VIC are entitled to 
and it is necessnr y for us to to into court ~d 
get a court order compelling the productlon 
of records and testimony - liS do that , if it 
is necessary. So , looking at it rran the 
viewpoint of an ordinary case , 1 see no reanon 
why we shouldn' t do it . 

':'he question as to the time or the appropriate
ness of the tice, I think trAt is another matter. 

'ibis procedure which :fOU are talking about now, 
a bout &oing into - getti~ a court order to 
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make the club produce its records , is that 
tho orocedure , let ' s eny, the one that we 
oent over to the Department of Justice and 
that they r equeoted or ie th is t he one - -

I really don ' t know. 

He has exandned the pe tition wh ich we have 
before us now. 

\~uld his man be - fit into the petition 
as it ras a wee!• li£0 or a a the .,ay it is now? 

' /ell , either way , wt I thlnk --

•.:e have &at the books of the Club, Mr. Secre
t ary. 

I think thill v:ould be it , l!r. Secretary, as I 
(;.Ot L!r. t:ooney 1 s procedure . t.:r . Lloaney woul d 
first sond the Club a rulinc to the effect 
that the Treasury determined i t MLs not = 
exempt orsaniza tion, waul~ 1 t you, and that 
1•etu.rns should be filed fol' the years 19~3 to 
1939 , inclusive . Having received the returns , 
you woul d exaoi: e them, i f you did receive trom . 
If you con eluded that certain expenditures bore 
lioted ~ere not cdequatelJ detailed, you would 
send an a gent out to o;;·arnine tho records of tho 
Club . ~aybe you cnn Short circuit ttat , because 
na:bc you have already looked at them. If you 
didn' t get adequate infornation, then it r.ould 
be up to the point of this teti tion for a court 
proceedinG • Is that it? 

"hat is the usuc.l procedure. In other vtorde , 
where in t.'lle course of our investication the 
taxpayer refuses to disclose his records , it 
is necessary for us to go in and got a court 
orde1• for h1ln to produce , and if he does 
produce , but v:a are oaticfied as a result of 
our investigation that there are i teme that ore 
not reported on the booko , that he has knovledce 
of other i temll of income that he refuses to 
divulge or iteos of expenditures that he 
refu:::es to divul£:0 , \,e could o;o to court and 
get an order cocpelling him to t estify. As 
I understan.i it, altho~ I am no t familiar 
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at all with what bas gone on before --

Then you nre in the same status as ~r . l.CS.gill 
and 1:r. Landis. 

As far as this petition is concerned, I con
s i der that it is necessary becauze of the 
failure on the part o f t he offi cer of the 
corporation to divulce tho necessary 1nf onna
tion from which ve ce.n determine whether or 
not tho oreanization ilself is t axabl e and 
also whether o r not individuals l"tho may have 
a ppropriated oome of that money to the ir 
ovm benefit are ts...'table . It has a twofold 
purr ose . 

\ie l l , Whoever wants to take the 1;i tness on 
hand . I ~.ould like to ask a fen questions 
on this business o f exemption f r oo tho neces
sity of filing a return. That is , 1108 , as 
far lUI - I don't know t.he numbers a t al l, but 
I am just. taking your nl~ber thbre . As I 
understand the £eneral purport of that sec tion , 
certain associations , corporations , cl ubs , et 
cete1•a , may or a ay not be required to file a 
r eturn. 

If they are ~iven an exo~t st.atus . 

Now, does the ordinary political association, 
such as , • e will say, t.he National 'iepublican 
Party , file a return under that? 

Not i f they are given an exempt sta t us . 

Are they r iven an exanpt status? 

It is a matter o f right . They can' t declare 
themselves exemnt . I beli eve ~he> have to 
write ln and ask the Co=i ss1on&r of Internal 
'levcnue . 

Have they over done t.hat , Tim? 

I don 1 t know. 

They have neve r f iled a retur n and the saroe 
thin£ is true for t he Democratic National 
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Co~ittee and the State committees and r isnt 
straiGht down the line , and they haven't asked 
for exemption . 

\'/ell , l et ' s look at tha t from a practical angle . 
I think the answer there is that they probably 
have a ssumed that if they did make application, 
it would have been granted . 

And t'1e Bureau ,·ent nlont., with that a ssumpti on. 

~t is ri~::ht . Now, thi& is true , also. 'vari ous 
subsidiary political orranizations from the 
various states have r.ritten 1n and asked as to 
whether or not they aro entitled to exemotion . 
lie have written then and tol d them no, they aro 
not exempt . 

In some instances , and in some instances we have. 
I don 't think our record is awfully good on that. 

It isn ' t . r:el l , it may a ppear to be confused , 
but when you analyze this , I don ' t believe it. is , 
as to vrhy we hnvo in some i nstances said yes 
and saneti rres no . It in turn depends upon the 
kind of construction that you are s oing to place 
upon 101- 9 . As a rule , they all come 1n and 
ask for exemption under 101-8 , which is a civic 
leasue , organized for social welfare and r.e ~ay 
thnt 1n such instanceo we construe a civic league 
like , say, the ColUillbia :·eiEhts Ci tizens l.sF.ocia
tion , or same orcanization of that type , which 
is non- partisan and h.as regular :eetirgs and is 
rlevoted to the Y"Cl :'a!"'O Of a particular CO'l'.TtUnity. 
~here i s no quest i on about institutions or that 
sort who asv for an ox&mpt status , but 1n every 
instance t o ny knonlod.:;e , where you have hEd a 
state poli tical organizatton v;ith no social 
features attached to it at all , so that it has 
to qualify as an exempt corpornt1on under 101- 8 , 
invariabl y we have denied them exempti on. 

!:on, that doesn ' t moan that we ever get a o.ime 
o£ tax by denyinc them tho exemption, but that 
does :oalre it mandatory that they file r e turns 
and then, i f they have any inco::1e ; in other 
'l':ords , it is poesibl e tn.at they rrA] inv£:st 
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some of the contributions , particularly if somo 
wealth> individual may give them a large con
tribution of es, ooo and they may decide to in
vest thAt . If they have any of that investment 
inccr.e , thD.t would be subJect to taxation. ::ow, 
those cases invariably have been deni ed ex~ption 
and they have been required to file returns . 

In other instances where there are social features 
attached to the cl ub , such as your llev1 York 
Democratic State Committee - that may not be tho 
exact name , I don ' t know, but it is the Democratic 
orgenization in ~·ew York City , anyway - which has 
a lot of social features attached to it . 

~at is the Voun£ Denocratic Club and ~ am 
!'am111cr •1 th it. 

1!aybe tho. t 1s it , Ld . 

You are a Director of it, az•on•t you? 

I was . 

The Union Lea&ue, say, of Philadelphia or Chicago -

~ey have got exemption. 

Ri&ht; so did t his ·:ational De1:10crat1c Club in 
r:ew Yo:-k , on t his basis . 

It 1s not the llat1onal Dcmoorc.t1c Club . 

It might be the rational Democratic Club, beco.uoe 
the Club has that building at 37tr. Street . 

':'hat is right . 

And it 1a really a lunch club. 

7ha t is right , but I am try1nr t o distinguish 
it fr~ the National r omocrat1c or the State 
Denocrotic Co~ittee . 

But there ie a club in New York vrhich is more or 
less of a luncheon cl ub. I am a member. 
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7hey have ~ritten in and asked fo r ef.emption 
unaer 101- 9 , becaus e 101- 9 is worded this 
we.;; . "An;; club orcanized and operated >or 
pl easure and recreation 11nd. other non- profit 
activities i s entitl ed to 11n e em;>t ste.tus 
if the I'O.rnin.::;s or 1nco"te do not inure to tbe 
benefit of any one pa rticul ar sharenol der ." 
All right , no~ first of all to qualify unner 
tho.t section a club has to have social acti
vities to be a c l ub. If it is social , it is 
subject to t·"\e dues tax , too, and v:het"\er or 
not it 1:s !IUbject t o tC"\e cue:s t ax, dete~es 

whet' r it has an:: social aspects or not . 

::o"• '.lnOer an inter:>retation of tt.e.~ section , 
as it ~~s been inter:> ·eted in tee pas t , if 
it q•~l!~iea as a social club, because that 
section ~nys , ''And ot;hPr non- nrof l t activities , " 
it is entitled to an exeMPtion . In other rords , 
under a broad interpretation of other non-profit 
act. :!. vi tie:l , wt.ich •:.·oul d inclu·le noli t i cal ac t i 
vities , o btainint, contrib>ltions 1'or poli tical 
purpo~es un:. so fort·. , the. v;oul d be g iven 
e:o:eMption and woul= 1 t be required to !'ile a 
return · n I t'l ink ,.;,en you anal::;ze :!. t th~ t ;:r,.y , 
\7h:· , our rul~nt;S a l'6 re11lly no in suO: a state 
o!' con.'.la.i.on , :::: think , aa at l'i rst 0 lance t.ho:r 
would a "'pcnr to be . 

Let "'e just put it this ':ay. i.nowing how theae 
thin, a are ruled on, how tho :Je thin• s are done , 
1 t aoorne to mo ths. t there 19 plent:; of smolco 
hero o r us to be suspicious or the !'act thn t 
t h is club may oe a cloak to collect noney from 
of!'1co holcers a d f r o::1 ho l der s of liquor licenses , 
and so fort , to coll ect :::one:r , kr.ot:int; thf t you 
can do it un_er t:Ce clon'.c or t !'l!.s kind o!' a club 
an~ t~en this ~~ mL:l use it ~or any purposes 
in t~ r.orld , includin& the l1nin0 of his o~ 
poc!.tota , and t here ! s enou. h 1 •1•e , =d enough 
doubt , ~t I don ' t see wby · e haven ' t cot the 
r iE,ht to run this thing doTm , to find out •:'hat 
d isposition "a a made of this r.oney by t h is 
individual. l;ow, tho ract that he is using 
t he c loalc o!' a Del!locra t 1 c club may prove to 
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have been very s~art, but the fact remains that 
this indivi dual f r om two source s, one from office 
holders and one ~rom hol ders of liquor licenses , 
et cetera, has collected a lot of ooney &nd there 
is same ~200,0JO which he just s&Js , ~loll, I 
can't 0 ive you the details . " 

loby not assess him 
assume he bot it . 
to him . 

for that, Mr. Secretary? Let ' s 
Let ' s assume it ~:as incono 

That is tho purpose of this thin£ . As I say, I 
am tryi nt.. to see this thine clearly and the fact 
that thtoro are so man, people 7."•o can hr. ve so 
man~· difforcncos o~ opinion - I don 't ask these 
nen down to hold a class hc~e instead of Columh. in 
and Parvard unles s it is inle"osting. Ct herwise , 
they wouldn ' t c<me next t.lme . I r.ould !late to 
disappoint you and bive you so~eth1ng that you 
just - ~:ell , that is easy, i t is just like that . 
\Illy do they bo ther to brine. ne do•m here by plene? 

lly gosh, clid Lan'i s ret a p lane? 

l'ot - A"'ericc.n Airline s , not J:enr:; ::orgen t..,au , Jr. 

Oh , that. is all right . 

I : ould like to interject an i.>oa , because my 
earlier q\test1onin£ leads up to this kind of 
consideration. I do it in duo humility, because 
I em not too !amil iar llith t his procedure of 
compellinu test1r.tony in connection vti th the in
come tax cases . I e.m :Jame•1ha t fam1 l iar with 
the proc.,dure of catting recalcitrant witnesl!es 
to talk 1n other cases . One f ine thesis that 
I think ought to underl ie , certainly in the cases 
with vlh i ch I am familiar, t he use o~ t ho co::1pulsory 
procens to c.et testt=ny frO!" the Yiitness , and 
t hat i s tho defini t i on o! what the o b jective of 
t h e proceeding is , t hat is , the ob~ ecti•!e hllsn • t ot 
to be simply one o f very nice curiosity or anythinc 
of that nllture . I t should t io itself up flith 
t he conception of what t ho viol ation of tho l aw 
is tha t is bainr: charged in this instance . 

Now, as I see i t , there are three possibl e viola
t ions t~~t Da7 have occurred. One is tho 
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violation of law by Zl der in not reporting 
s\\ms that '1o "lB.y have reeoi ved from the 
117 thoucand olus ~he rest, as tnxablo income . 
t. secondary viol ation of the lavr th.o.t 'lillY have 
occu~rod is that the cluo, as such, should 
hE. ve filed a statement \;1 th the Inter:1al ::tevenue 
~ureau , because it was not entitled to an exempt 
status untter 1108 , or whatever it is . A third , 

-and perhaps the most difficult of all to prove , 
is that t ho club has gotten t axable income , 
that tho contributions are not contributions 
Lut that thoy s.re ;>aid fo r consideration co'llin£ 
out fror.1 the club . 

I an ~oinv to ask you to st&rt over arain. ~OJ 
just eave no a slip snyine t~t the co~ttee 
vot~d 14 to ~ to do av.ay •1th foreign s ilver 
pw•chases . Let 1 s s1:nrt ovu'!' acai n . 

>;ell, I thiru: it. is very importnJ·'It -::hen ono 
thinko of tho initiation of a proceeding to 
compel o. conturnacious wi tneos to testify to 
have that proceeding relA ted to a definite 
object o!' betng concerned with the discovery 
of a violation of' law, not siClply , as I :Jay, 
curiosity, and I woul d uase that upon the 
general ju"icial r.ttitude to\.ard that , probably, 
as -::ell a. the eeneral public r eaction that will 
attend nny such use of judicial process . I think 
tho p11bl1c r eaction in such a thine; !.s ju::tlfled 
if there i !l a charge of viola tion of law, but 
if thore is no cl ear charGe of viol ation of law , 
t hat lcind of thino bocomea , as Holmes expressed 
it , "A J'i o hint. expedition. " 

\,'ho o.~prossed i t ? 

Holmes . 

Did they have ttem ir. those days? 

Yes, they had then in tho~e days . :here~ore , I 
think tho t a cause like t '\is has to be analyzed 
with r eferance to \'that alleged or supposed 
viol ations of law are i nvolved and , as I see it , 
there seo~o to be three. One is tho violation 
of law on the part of theoe individuals , El der, 
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in not reporting the sums he may have re
ceived f rom the Hoosier Donocratic Club as 
taxable income . The secord is that the 
Club itself cay not have f iled the required 
statenent on the ground that it wasn ' t exempt, 
whl.ch 18 a touchy question. T'no firs t ques
tion is not a touchJ question . The first 
question see~s to me to bo one of those ques
tions of plain honest7, that the Bureau outbt 
to be keen on considerinc. The third question , 
Ythich VIOUld be i mmensely diff i cult to prove , 
is the contention that the Club itself has re
ceived taxable income on tho e round that the 
contributions are not contributions but are 
payments for favors comin f ron the Club. 

:tight. :ranted, 

And i f t hi s thing is to proceed , and I don 't 
wan t. to express any jud[l'lent on tha t a.t the 
p resent t lmo , it seems to me at the start 
one ourht to take the eaniest method of pro
ceedil'lf , the less contentloua method of pro 
ceeding , and proceed in connecti on with the 
alleged violations on tho part of the offi
cials. 

f'avinr- establ:shed t hose alleged violations , 
the very proof that wil' establish thot Will 
give ;ou tho basis for rullne that the Club 
is not a tax-exempt club . Per ha ps i t may also 
g ive you the basis , or furtht~r inquiry may be 
needed , inquiry of the t ype I doubt has been 
carried out , to shovt that the contri butions 
are not contributions , that they are earned 
incone to the Club. I say earned not in a 
technical sense but in a popular sense . Thot 
se~s to ~e the stage of procedure about which 
one could wor'.< up a situation of t!"lis kind . 

\loll , J i n , followlllg what you are saying, tako 
the easiest of the three routes . 

Yes . 

The individual ones . How would we proceed on 
that indivi dual one? 
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I don' t knou. I am not too f amilto. r \Vi th this 
field , ~r . Secretary . I wonder if there has 
been an effort to examine this mL~ ~lder with 
re!'ercnce to his L~co~e; the direction of the 
effort has been toward t~e loosier Democ~o.t1c 
Club, not to•.ard the individuals , as I under
stand , in this case. 

I mlsht make some observation about thnt . The 
fact is tho.t the man could no t be compell ed to 
testify \11th reference to h is own income . 

On the ._rouno that 1t n:>uld incriminate him. 

~..actly . !;o court in the ...-orl d woul d ,: ive you 
an order to ~et that testioonJ. 

After all, you could ask him, as the Bureau con
stantly does , to produce his records . See what 
you got f rom those personal records , and then 
the Club, as Treasurer for L..e Club , he has no t 
that defonae , so tha t the examination of the 
problem of tho expenditure s , lhe ~117 ,000 ex
pendi tures , wou l d tie i tself up with the ques
tion of whether or not ~lder eot that money. 

~~~ again is a question of lay1n£ a better 
found o.tion fbr this particular proceeding. 

L!ar I get in on it? Tnis is where Craves stopped 
me night before last . I was at exactl y the same 
point tho. t you are no~:, and thon I t:as to l d that 
if ,;e proceeded , !Jr. Elder couldn ' t be made to 
testify acainst himself . Now, let 1 s just tal{e 
this a minute . Let me take L:ooney , 1f you don 't 
mind, or I don 't care , anybooy . Supposing the 
decision is made that \1e l1ill proceed and we 
want to find out fr= t:r . i::l der what he did 
with this money or" any other money . fie know of 
200 and so:no- oad thousand dollars whl.ch he has 
received. 1/e know that by his o•m adnl. ssion . 
Eow co.n ~~ le~ally and properly get him to 
explain tho.t ~200,000? 

If we proceed against him i ndividually? 

Yes. 

~59 
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I YToul d sa7 there i s no way in whi ch you 
could com?el h.1m to testify against himself, 
because he woul d say that - he woul d refUse 
to answer on the r,rounds that i t might tend 
to incriminate him. 

l:ooney, th i s occu.ra to rne . I have be en th i 'lk
ine; about that point . !.lr . Graves, am I right 
that this testimony seems to indicate tha t 
the so- called slush l'und, tho payments frora 
the liquor deale:'s , went t.o llov.= llder per
sonall y and not to tho hoosier ue~cratic Club , 
aa such? 

I think the most ge can sny is that it went to 
h~ as Treasurdr of tho coosier ilemocr atic Club. 
There is sode question about. the intent of those 
who con t ri·outed. !'or ins tan co , ''e find among 
the checks --

\loll , without t;oing into that too much, at any 
rate , i t. docs appear , doesn ' t it , t~t he ~ot 
the money, that ho It opt 1 t in a 11 t tle tin box 
at tho Indiana Athletic Club and so!'le of 1t in 
a bank account, and that he himself' disbursed 
1t? 

'Ihat is right . 

':'hn t it d 1 dn 1 t go throut)l any other 

And was never recorded on the books of the Club. 

Then back to J..r . J.!ooney . ;.ould it be ~easible 
on the basis of ~~is evi~ence or similar evi
dence wh ich you rn10ht obtain in a furthdr 
examinati on of ;:r . Ll der , simply to make an 
assessment a~ainat Ll der or send him out a 
defi ciency l etter l'lith r espect to - this amount 
of money, whatever it. is , ,.1251 000 , and jus t 
charse him with tho persoral income t ax on 
that amount , after which he woul d have the 
burden of showlnc what happened to it . 

I think if you did that, he would pay i t . 

Isn ' t that what you wantf 
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;rot as I understand it. 

\loll , just a minute . 

You mi ght charge h i m with making false and 
f raudulent returns , Loo , and crack him with 
another bO percent . 

I th i nk you coul d put all the enalty you r.ant 
in there and he would , a:v it . 

Zhat woul d be a ve~J ~erlous admission of the 
Club . 

':heir r eaction ,.,oul•t be, "',.e are vtilling to 
pay tcis t o eat rld of the inquiry . " 

I am &oing to come back to you in a minute , be
cause you are shocki~ Fol ey and I d on ' t want 
Foley to be shocked , so lie will come back to 
that i n a minu te . Ed is delicate . 

You raised your hand . 

I \IBS wondering if this d i •cussion a bout fo rcing 
l:.lder ~;o testify '·:asn ' t rather acade:nic . over 
three vtceks ago he asked if he coul dn 1 t coMe 
dovm and tell the !~tory . 

Oh, that is qui te different . r.e wanted to ecce 
into my office "rivatel y , t hroUGh the back door 
and talk to me . 

lro , that isn ' t :ny underotanding. 

Hell , it is mine . 

Then you have had somo conversations that I 
don ' t know about . 

He d i dn 't want t o see anybody bu t me . 

\.bo? 

El der. 

\/ell, tbat is news t.o co . 
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1/oll , when he t a lked to tho agent , r1hen he 
toUted t o Agent Sullivnn ln Indianapol15 , 
he rorused to tal v to hlm, but he i s will ing 
to come dorm here ond see me . 

\'/e l l , I don ' t know about that . 

'l'hllt i s the iMJ)reBeion v.o co t . 

\,hen did he refuee to toll: to Sullivan? 

In h is testimony . Ris testimony ras taken 
dov.n . John , if you are riE]lt , then it is all 
tho easier , see , 'ecau9e he not only tried 
throut;h his attorne: to reach you, but he 
tried to do it ttro11t)l tr.o other attorneys, 
to reach me , see , but the il'lpression I got is 
that he v;ould como in hore, up thls elevator, 
up to ~e, but ho woulcn ' t taU to the accredited 
l'epresentstive of the 'l'reosury . 

That is not th6 1mpresoion €:iven to me . 

If I an t:ront., , ther e io nothinc that has been 
lost . 

'_'hat i s richt . 

If I an •·ront,. . !3 tl:st rlcht? 

.'hat is rii)lt . 

l:O.:o I ask anothto- quootion? r.:r. I:ooney, if thla 
wao just an ord1nar:· caoo o John Doe in Or eron 
a~d nobody i s runnin£ for President from Oregon , 
oncl other f acts boint" the same , •:hat flould you 
do in the uouol cour!le of events with respect 
to r.~r . John Doe , who in '"'roasurcr o!' the Orecon 
Democratic Club , et cottra? 

l'lhy , I would approoch the problem , .. 1 th tVJo ob
jectives in viel'l , 

You mean on tho basis thej t~d asked for exemp
tion? 

That isn ' t the qu~st1on I nant hi~ to answer. 
\,hat I run - r.ell , r.o will take that up next. 
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I don 1 t lmow ,.,hy I need to out it i n Oregon 
but all I want to do io asl· · you v:hat you v.·o~ld 
do in the ordinar!' case , on the ordinary filcta , 
the other facts heine t~ oame , end the par
ticular question I have in cind, theee facts 
we are just speoJdng of, suppose i t appears 
t~~t ~he liquor slush fund was kept by this 
~earuror in a little tin box, and so forth, 
and he disbursed i t and he nays , "I disbursed 
it for the reneral purposes of the uemoc ~atic 
Party, " but yon haven ' t yet d i scovered what 
tho dicl·ene he really did with the money . 
\'ihat would you do so far as he personnlly 1e 
concerned? 

First of ~11, if you only had an indiv1Gunl 
1nvolvod --

I am &.:l:lW!I1nc you have t,ot tlae v:hol e picture . 

You woulc! pt•oceed directly against the indi
vidunl. Suppose you had n corpornti on and it 
so hnppens --

lla i t a ninute , if you don 't m'.nd . 
you on the individual? t;oul<i you 
as to BoT~O.n Elder in this case? 

l~a~ I pin 
co anything 

\ioll now, I am not sure that I have your ques
tion properly in !lllnd. You ~aid, assume no" 
that you have got enother case out in Ore~n , 
that involves 

I think maybe I hnd b ette1• erase t hat . \'/hat 
I want to do i s - and I mny ao wel l make it 
explicit - I t~ant to tako tho ''cNutt element 
out or the situation. Let ' e asauce that is 
not a quuo tion of any public interest <.hatever. 
It is a qu~at'on or the or~lnary adm1n1:Jtrot1on 
oi' the !::ttJ-OaU. Jrut fiSidO from tt.at fact , the 
other !nets are identical '~<ith Y.h£.t the:; ore 
hero . ',hat. r.ould you do an to the individual? 

l•i th re11poot to the individ\lal , I would sey 
this : './o nro con corned pr1mnr1l y w1 t h the 
Govornmon t collecting nny ~axos that a r e 
p roperl y due upon the net income r ealized . 
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If v1e found that here l'lliS an indi v ldual who 
bad utilized a corporation for the purpose 
of collectinc and coverlne up the collection 
of income T:hich constituted incooe ~:l:en it 
was realized, end then tte diversion of that 
inco~e frC!"' the corpo::-ation to hiD, ..:e \·.ould 
proceed aeainst both t':e corporation and the 
indivi dual for the purpose of collect!ng tho 
corporate tax liability, if any , and t he in
dividual tax liability , under the theory that 
what be rocoivod was frO!'! the corporati on taxable 
to h i m a s a divi dend . There is your ordinary 
case Vlhi ch we have ever:r day. 

~ake t h is little variation out of it, if you 
will . Let ' s aszume tr.at co far as t h is slush 
ru.nd is concerned , it a.,oca s that it didn 't 
reall y cO to the corporation, thnt it went 
into the ~reasurer or the corporation' c own 
books , if you like. 

·,:ell, tho ro you have to assume a lot o f tr.in, s . 
In othor words , it would be based upon your 
assumption or your determination of your ulti
mate facto , v:hat course you v.ould follow. I 
mean by th~t, this : If the slush r und is a 
fund and if he is custodian of the fund in his 
own individual capacity or actinc as truetee 
for so.-,oor.e else other tl'an the }:oos!.er Der.o
cratic Club, and it h~s no connection with 
t he hooni er Democratic Club, t he Hoosier Del"'
cratic Club woul d not be a party to any in~1iry 
on our part as to the receipt of that money and 
the disbursement of the money . 

On the other band , i f he is custodian of thnt 
fund as the ~reasurer of the Hoosier ~~ocratic 
Club and ~e is actinb for the Club in h is 
canc.ci t '· a:- custodian or that fund , whv then 
i t.belon ~ to the roooi s r ~ocratic ciub . It 
is pc rt of the receipts o!:' the Hoosi e r !>er.o
crat~c Club , be being the asent for the noosier 
Democt•a tic Club and the 'ioosier Deoocratic Club 
is still in the oicture an.i if the t constituted 
a taxable income: r egardless of whether an 
individual operates aP an individual or whether 
he oport..tes as trustee or whether he operates 

as an acent for a corporation or an officer 
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of a corporation, t he ultimate question ther e 
as to vtho recei vas the. t r.oney is , is the re
cipient of that money taxabl e under the theory 
that it i s taxable income . First of all, you 
have got to determine --

Yiould you proceed acainst the bulk , in other 
wor•ds , v:ould you dotorm.!.no el'"l!e k~d of a -
is this a case •thoro you put in a jeooardy 
assessment? I don ' t knovt . 

t:ot unless they were vi vine away the fund. 

A jeo?Grd7 aseessment there only ar!ses for 
precautionarJ ~eacures to p~tect the in
terests of the Governnent , eo far as collections 
are concerned . 

•mat I am cettinc at , I should think at the 
very least this sluoh fund is a sli p pery item, 
that it is eoing to co very hard to find out 
who di d get it and who was beneficially in
terested in it . Yoell then , woul d you proceed 
ncninst both the c lub and ~lder? 

(Nodding head affirmatively) In other v;ords , 
here is a man actinc as an o ~ficer of a cor
poration. \ie are interested in kno11ing .. hat 
was received by th., corporation nnd how it 
was expeneed. !low, he is an officer of t~e 
cor::oration and can be called upon, I bel!.e\·e , 
to ·test11'y as to the nature of the r eceipt 
of t.L1s 1:1oney and how i t was expended, because 
he is then testifying 1n ~ is capacity as an 
of !'i cer of the co:npany as to r.ow tho. t fund 
was received by the corporation and ot~er 
parties separate and apart froM themselves , 
another i dentity, 1therean you coulen ' t ce.l l 
upon him in his individual capacity to testify 

I don ' t Jmo•· that you noed to get hiM to te11t1t'y . 
If you - in the ordinary tax proceecU.ng , put 
the shoe on the othel' foo t . If you think tha t 
I received ~10,000 inco~e l a3t year that I 
didn ' t repor t , you don't •.aste s.ny time gettinc 
me to testify about it . You sill:ply s lap a 
defic< ency on r:e for t ha: anount of cor.e;r and 
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i f I want to expl ain tha ~ . actuall~· I go t it 
but I paid it over to Ouy l!olvar ing , o r some
t hing or other like tha t . I have t o nake tha t 
explanati on if I am s oinb to set out of a t ax 
on myse lf, but t h e Club you use l s an a sse ss
men t aca1nst r:te . 

loell , i n the oro. i rw.r:, case now - for instance, 
a good eXAmpl e would be rebates that •• ere not 
r efl ected on the books of the corpor ati on and 
t he Presi dent o f the corporat i on appropriated 
t hem to hie own us e . l'.'o proceed ther e agal nst 
the indi vidual. We a l l'lo proceed ar,ainst tho 
corporation under t •e t~eory that it vas r e 
ceived by the corporation and then passed on 
to the ir.di vidual and we tax both of' thee. 

You d oterr:tine v:~_at, a deficienc:; a("a inst both, 
is that what you do? 

'!iE)lt . •·:e woul ti "etfll'l't1ne a defic i ency a . ainrt 
both. 

J<uve you gone over t h ie teatimony here? 

llo , I haven ' t . T'net•e , o " course , Doct or , yo11 
have one ele··ent in t h oee cases that is not 
p reeont in this ca se , which i s the one factor 
r.hich Dean Landis has indi~ated wil l probably 
be our ~ost troubleso~e probl eo. In the caso 
that t:e 1ma~;ined , say , of t he reba~;es , there 
is no queation in anyone 1 !! mi nd but r:ha t the 
receipt o1' t hose rebates cor.s titut e s income 
to tho cor porati on . There i s no question there 
as to the nutur e of the income . Here in t h is 
ca se it i e a ve r y d i f f icul t probl em a s t o 
whether or not the receipts , all the receipts 
cor sti tuto t axa b l e i n come or no t , depending 
upon whether or not they arc in fact contribu
tions in a t rue sen~e of t!".e rord, or r.hethe r 
they a r c not contr ibutions but in fact sone
thir.g other t han contri buti ons . In other rords, 
that i .n i tself i s not --

Let me asl< you two or three things here now. 
Fir st , when thos e var i ous cases came out o f 
New Yot•k a •thi le a go , i n Ythi ch this mil•acu lous 
t in b ox came into being , I d on ' t know whether 
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you know about that gr oup of cases 

'!'in Box ~oVin? 

I think thEn•o wns a Sull1 van tho. t had the 
nrl. raculous box . 

It mi tht have b~on O' Hara . 

Old you eO after Sullivan? 

Yes • 

!!ow, ~uppo:!e the ~craranc.a Pe1:00crat~c Club, 
~hich r.as sinplJ Sullivan in anot~er nace , anrt 
ho colle c ted those funds and he used so~o of 
the~ ~o~ t he ~ocratic Part j and he u~ed a lot 
of them for Sulli•:nn . '··ell , you .:ould still eo 
a f t er Sulli\'an, wouldn ' L you? 

'·e would r;o afte1• both o f them. If we ,;ere 
satil'fied, if 110 felt. thn t the·· 1.er o not in 
fact trne contribu tions - in other words , tho 
mere f ac t that he utilizeD the corporation, 
wants to eet the advnntaco o1· a corporc.tion, 
that 1n turn &ubj ect:~ the corporation to a 
possibl e liability ns •tell as himl!elf. 

I don 't like your word "contribution", 1n a 
sense. They are contributions in a sense b:• 
so-,eboti . who wnnt s to r et value for h is money. 
He isn ' t interested i n the tenoc~atic Farty 
a darned oit , but he is inter ested 1n catting 
f avors from Sullivnn o r whoever it ~Y b e . 
Or another case I think of, t~nt i~ the thin~ 
a gain 11ithout tho club where the r eal estate 
experts in Eie Bill Thompson 's ~nchlne - there 
were four or f ive o f tho~o f ollows who got 
a bout '500, 000 a year fo r a pp1•aising real 
p roperty t ho city was t;,oine to t a ke over. I 
don ' t think anybody supposed for a moment that 
tho~e particul ar f ollows kept the .,.500, 000 
the:; got, but tho actual procedure was to 
collect a tax from tho~ on the ·soo ,oco, wh ich 
I believe 70u ultiontely succeeded in doin&• 
•; o•1 won th'l cases . I <ton 1 t kno<~ whether you 
got the coney. So it seeos to oe that in 
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answer t o 1..r, Landis ' question hal f an hour 
a go that - isn 't it r oally indicated here t hat 
you proceed a gainst both on the basis of your 
noroal procedure? 

I thuu· I have answered that before , that that 
is so . 

',/bAt does that mean, proceedinu against both? 
Again , if you don 1 t mi nd , hov1 YIOuld yon proceed 
against both. 

We woul d proceed againot both for the pur~·ose 

"'68 

of makin& a - first , our necessary investiration , 
a s a result of wh1~~ ~e would conclude whether 
or not etther one or botl- derived taxable in
co~e, subject to taxation. 

J!ovt , in our nonnal case , ~:e ascertain our facto . 
It isn ' L nocossars for us to ro into court and 
get - to e et the production of records and testi
mony . If it is necessary , though , to do it , I 
believe wo have innti tutod a peti tion in court 
compelling tho production or records anct test i 
mony of all tho parti es for tho purpose of ae
certainin~ ~at ~~e true facts are and then 
ascertaininG the liabil ity if ~e find that thoro 
is a liability due. !n other words , the mechanics 
of tho rroceedinz are probably different, depend
ing upon tho nature of tho case . 

Well , Ti m, suppose you ma.ke an a s sessment a eainst 
the t:oosier Democratic Cornnittee for income it 
had never received and make an assessment aga1nst 
Bo ~lder at the s~e time lor incorno he had re
ceived on behalf of the .. oosicr Dernoc!'atic Club, 
but which isn ' t r efl ected on the books of the 
Club. He c~os 1n and pa• e a tax on that . l e 
says , "Sure , I e ot it. I. will pay a tax. " li'hat 
have 70u got against the Club? 

rtell , there a e;ain 

You can't tax the s~e income twice . 

Wait a minute , maybe you can. 
have jumpe~ a lot of hurdl es . 

There again you 
Assuming now that 
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thnt does represent income to the Cl ub and if 
it v:as stol en t'l-om the Club, the Club mi;:ht be 
entitl ed to an exempti on representing t he money 
embezzled I~om the Club. 

Suppose it doesn ' t claim a deduction . 

\'/ell , i f it doesn ' t claim a deduction - I can 1 t 
conceive of it not claim1ns a deduction , l-ut if 
there was an embezzl<'nnent , if they didn ' t claim 
1t , I would sa:~ that 1t 1s impossi ble to reach 
a conclusion that the •'allure to cl aim it is an 
ad~ission on their oa~t that it does constitute 
inc~e and t~at it was a disbursement to the 
1nd1,.iduo.l as a divi ond . In other vrords , '',erevor 
you have a corporate set-up --

I don 1 t think it cakttll an~ difference, ,..,i:n , but 
r.e haven ' t ~o t a corporation here . 7his is an 
unincorporated association. 

Yon hav e sot an uninno rporated as so cia tion whioh, 
if taxable , would be tnxed under corporo.te ra tes . 

: ut lie ha von 1 t t-Ot o. corpora t1on he re . 

l.a;r I just in~erject o. minute? ::"ollowing on t~e 
idea of doing t,le nol'mal thin., , which I always 
like to do ; I always think ! ao on safer £ r ound 
if I do the thine that we would do i f there 
weren ' t any national ~rorninent people involved, 
am I correct in this that - let ' s say we onl; 
proceeded ar.ainst .l dor and not asainst the 
Club sii:tuJ.tanoouely. C.ldor n:1£,ht say, '''7ell , 
that is the Club. " A ~en 1 t t here certnL""' dis
advanta~es of onlf. proceed1J1S a gainst one onl,.' f 
El der :-Ut;ht sn;. , •;oll , as ~reasurer of the 
Club , '70U have t.o start llll over acain." Yon 
have l ost that time, 'but lf yon eo a cainst both 
siMultaneous l y thoro is 200 so~e odd thousand 
dollars that was either income or receipt to one or 
the o ther. Is that right or ,·,rong? 

I thi'nJ.: that ' s ri~t • 

vo•• go a l ~nc s•.nul taneousl y with both. ! appre
ciate ~~is , which I think 1~ what possib ly 
Hr. Landis l:li.;ht have had in oind , !'ron the 
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standpoint o f publicity or public reaction 
I think ''c will go t a better b reak if Tie 
just proceeded again~t :~ . El de r , but I don ' t 
know h ow important thnt is . Is t.l:lat r1hat 
you h a d in mind ? 

I am not sure I had that in !:lind . I •:1as just 
doing SO'!le thinking alonr that line. Going on 
the basis o f what I kno\7 at the present time , 
T coul d not onke up a jUdL7tent on the various 
d ifferent l'!et~odll or procedure . !!ow necessary 
i:~ it to r esort to t his evice at the present 
ti,e ~ the light of r.hatever evidence is avail
able , I don ' t know . I can ' t reach a Jud~cnt 
on that w1 thout havin0 so:'le kn0\7l edge of .,;hat 
the evidence is. 

!~ay I ask one quest ion? 

Su1>ely. 

Is ther e any suspicion on the part o f the Bureau 
that ao El der took this money h imself? 

\iell, I think enybo he did. 

':he ques tion i s - hoVI d i d :;ou answer it? ':'he 
question is whether you thou ht ::l de r "'i cht 
have tal: en i t . 

I 3B7 there is no quos Uon in "ll:J' J:ti:ul but .mat 
he hB.s d isbur!"od thi~ Mo~>ey in various ~:a:;-s , b-• t 
~nether it r.as to p a:; cLMpaiL~ e~enses or to 
individuals , I don ' t know. 

You don ' t thinY he used it for h is o~~ personal 
benefit . 

I would not think so. 

Is he a person of rn~nns? 

Substantially . 

elv•rint. : I t l- inl: so. 

G-raves : Latelyl 
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Hi s family hs. ve always had 11 erent deal of 
money, haven' t they? 

I did not kno..-: that . It may ;;e tr\le , 

I thou(:ht so . I ::::a:' be YJrong. 

(At this point , the SocretarJ sugsested a recens 
whil e.he discussed so"'e matters l'lith :.Irs . Klotz . ) 

Vlha I. bothers me and 1~ha t bothered you (Landis) 

2?1 

as a lawyer - i t ' s the point I think Foley made 
rif!~1t n t the becinnin.J - and thn t is t.l:w t on 
the face of this explanation here , this testi
mon!· , if ~·ou take it !'or what. wlder said and 
e.sz\lr\e he \?as tellint the truth under oath, 
the only evi~ enoe that you have at all with 
respect to the destination of these funds which 
he oollectoJ were that they ~ere used for party 
pur?oaes. ':'hat ' s all :·ou have cot . !~ow , I 
don ' t think that ' s so , and you (Landis) probably 
don 1 t t h ink it 1 s so and I don 1 t suppose :::d thinlts 
that • ~ ao ; that probably there is more to it than 
t:toets lho eye here . On the other hand , I am 
afraid on thu basis of what you have hero, o.o 
I have ~lanced e.t it casuall;,• , that you do not 
r,et have a b11.sis to .;o before tl-.e Court and say, 
'?his follow L.as rd'used to an:mer our que::tions 
as t.o ~ho. t happened to t ' is "!oney anc we want you 
to compel him, " anc I don ' t think you can con
vince the Court on r1hat 'JOU said here that it 
o.ppears tha t there was misappro;~riation of the::e 
funds or they \"/ere used for bribes or so"!e other 
thill{; if he says they were ueed for party pur
poses . 

!'ow, i t seems to me perfoctl y clear, L:r . Secre
tary , i!' I r.a:; state n'] conclusion on that , that 
before ·.·o11 -o •o the Court 1t 'oul d =>e essential 
that s~;ebody of the order of ~oley , of a hir.h 
order or ·ntelligence , ~ho\ll fr~e a series of 
pretty ~enrchine questton5 to a~~ Elder, using 
what you have here as a bo.s1s , and before you go 
to the Court you shoul d first put Elder over the 
hurdles in a very severo t·ay, hs.vin<> in mind the 
ob j ective - what Mr . Landis has stated - what 
violation of t he l aTI are you trying to find. 
illln '; violations of tho la" do you tb1rut exist? 
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Your question t o be directed to br inging out 
facts '">n that quest i on, and secondar i l y , bring
ing out a square statement by ~lder that , "I 
am not £PinS to t ell you. " I don ' t think you 
have t~at here . 

r.hat I would l ike you to do is this : I would 
like to s to.p at thi s point . I would like to 
r e sume right after lunch . If llr. Magill and 
!.lr. Landis have no date , I would l i ke to eat 
wi th them at one o ' cl ock and then these £Ontle
men are o. t your di :::posal , unless you \:ant to 
have fresh air. Have lunch with me at one 
o ' clock o.nd resune this o.t 2 . I s that all 
right? 

sure . 

Sw'e . 

(·•,/hereupon , at 12 : 50 p . m. tho conference vtas 
r ecessed unti l 2 : 00p . m. ) 
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AFTERNOON SESSIOll 

(The cou!'erence 1~as reconvened at 2 :00 P • '~~ • ) 

I wan t to ask the Co=1ss1oner sO'Iething. Have 
you rona a~ead with the 90-da] letter to Green
lee? 

Z73 

;,olvering: No. 

~ . ~ . Jr : 

•.elver1z\c : 

o • o : r : 

.ol verl.ng : 

o, • Jr: 

f.e lvering : 

!. •! • Jr : 

helvering: 

I thou3ht you were eoing to . Greenl ee and Yeeler. 

heoler, 11e did. 

'ihy not Greenlee? 

We don't ha1·e -.:,.e !.n~ormat ion which -·e hope to 
go t no the r~sult or further investigation . 

\"/ell , let .,e just pursue th is thoui)lt a 'linute . 
Su ppos i n g we decide that vte don ' t go in 1·:1th 
a petition to examine t he l!oosier Democratic 
Club . Haven ' t you got onour:h to go ahco.d with 
a 90- day lette r to Greenlee? 

Y t1S - 1.ell, I r.ould hav" to check the record 
to see jus t what we h a ve r;ot on that . r. e have 
r;o t SOCIO ,.60, 000 which we think is unexplained 
income . or cour se, t;e r.ould have to give h im 
a 90-day l etter in which he would have an 
opportunity to explain whnt it r.as . 

\/ell , let me put t h is up to be knocked down 
by these people here . I have been listeni ng 
to this t hing and I can ' t s e e - the way I 
feel nt 2 : 16 is that 1 vro•tld like to send 
I!r . Gr eenlee a 90- day let ter and I would like 
to send !Jr . !low::w.n El de r a 90-day letter on 
the 200 and scce o1d thousand dollars. 1low , 
am 1 correct that if those go out your people 
would then - either J.:r . !:l d er !lays , "I don 1 t , " 
or, "I do . " If he owes it, he pays it. If 
he doesn ' t , who does h e a ppear before? 

He probably would ask for a conference v:1th 
the a gent in charge of his d istrict. If he 
a c cepted the assessnent , of course he woul d 
go to tho Coll ector ' s oi'fice nnd !lay it . 
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11 • • Jr : ~ut if he doesn ' t , the a6ent in char6e? 

H6lvor1n~ : He woul d ask for a hear1ne, undoubtedly, and 
at the end of 90 days , if he hadn 1 t a::lced 
a bout that , h e would have to fi l e a petition 
1dth the Board of Tax Appeals . 

h . I. Jr : In theee conferencee , let ' s say with the agent , 
the agent in chareo can ask him any question 
he wants to and if the answer is, "I opent it 
for political purposes , " -ith no doc\U:lontar:r 
evidence to prove it, that wouldn ' t be accepted 
by 70ur acent, is that rleht? 

··elver~nt. : Yes • 

214 

• • . Sr: Anc then t.'>lis question or '>lis testif'ying acainst 
hir.lsel!', all of that is out , i s it? He has 60t 
to explain this slush fund of .,..ao,ooo and the 
120 , "hich he admit~ he has poclteted , he has £Ot 
to g i ve docu.."18ntnr;r proof r;ha t he did v:1 th it 
or we woul d just take it for o ·antod the Money 
11ent into h i s oVIn pocket. 'ole have that right , 
hAven ' t we? 

.lelverinb: f..ny unexplained ile!"!G ¥111 wen ' t allow as a de
duction. 

S. ll . Jr : But he has cot to hLve doeunentary proof, hasn 't 
he? 

helverl n 6 : i;ell , it -.;-oltl...n ' t t.ave to be written, if that. is 
what you uean . 

'oley: r:ell , the burden or proof would be on h1:2 to 
show he didn ' t keep ~ho noney but he used it 
for ?Olitical purposes . 

H. •· . Jr : Yes , but just one ~econd . 3ut 'Sd , I just want 
to get this thing 8 tra i ght . not to insult you . 
I an Bov~~nan Elder. I say , "Mr. Fol ey, I spent 

10, 000 in the Stc to of !!1ch1gan -- " 

Foley : This isn't cy oonoy. You cnn ' t UL~ this arc1n~t 
ne . 

I ju~ t s a y , "Ur. !'oley, I srent -lo,ooo out of 
the 200 that I sent over t o Uichi t;an . I £ave 
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it to John Smith ," Do you accept that? 

On that sta t ement? 

Yea . 

No. 

Don ' t I have to prove it, don' t I have to show 
to who~ the money went and everything else? 

That in right . 

I have f Ot to give a satisfactory explanation 
to 70t1 of Ythnt I d i d with that . 200, 000. 

Otherwise , ! Will ll".Bko you pay tht'l tax on it. 

\mat is the matter with that , a~ a oethod to 
proceed? 

llothlng. 

1·ihnt i o the ma tter with that? 

That is what I sug~ested . 

Did you? 

~his mornin~, yes. 

But not prior to today? 

\lol l , yea , 1n your ( Sullivan ' s) office , 
send out a letter against Ho~man El der. 
you a recoi'II!Iendation to thnt effect. 

':'bat ia right . 

In \,Titin6• 

Yes, sir. 

Do you mind , to r e fresh my memory? 

that we 
1'/o gave 

You asked me to find out ho..- lift- . Irey and !' r . 
Helvering and !!!'. Fole;r and I !'elt about ~ing 
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exnotly that and I wrote you that on the Yeeler 
case the 90- day letter would go out at once . 
On tho Greenlee case, ~r. Foley and I felt that 
it should be done that way and .:r . Il'B:r fe lt 
thnt he •:ould have to wait t o get a report bnck 
and wait un t il the petition was fil ed before he 
could cletemine •:hether or not there should be 
a criminal prosecution agroenent . 

Are there t wo separ ate memoranda? 

Uo , sir , both of those thinss nre on my memorandum 
to you . 

I havon ' t given you a mer.10randum on it. 

I havo ~iven you t wo ne~~randa on that matter. 
That was on the f i rst one . Do you ~ant me to 
send for i t ? 

I h.o.ve eont for it. !'los , do you want to pick 
t h is to pi eces, thi s preoent nnc le? 

Vlell, that seems to me to be, wh r.t you a r o sug
gesting, a thoroughly sound me thod of procedure . 
!;ow, there are two threads left , i t seems to me , 
that you mibht 'ant t o tie up. There is still 
the question a bout the Club, as to wha L you want 
to do a bout that . 

\,hat do you think we our;ht to do about itt 

\'/ell, thnt is a very knotty question. 

Look at all the l ecture material you ore r otting 
he ro . 

J:ny I think out l oud? I think you feel to s tart 
with that the th~g to do, probably, at ~his 
l!IOMent, the thine; thnt I r.ould kind of itch to 
do i f I we~e a lawyer, woul d be to pu; t h is 
fellow ~lder on t he spot again by a core t horouGh 
cross- examination than what he got at l~ . Sull i
van' s hnnds and on t his pr evious occasion. 

You ar e spoakine of Arent Sullivan? 

Agent SUllivan, yes . 
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This is Now Hampshire Sullivan. 

I see . And see whether you coul d ge t out of 
him anything mot• a whi ch \lould enable you either , 
A, to have a basis !'or a petition to tho Court , 
or, il, to p1•oceed acainet the Cl ub . The diffi 
culty that I think you would fo:-esee in that is 
that 11' El der in at all r~ise or well ad vised in 
further exnmination by Sullivan, he will account 
for that !:'toney 1n a vtay vthich, on the face of it , 
woul d be a satisfnctor:· &."q>lanation, althouc;h it 
wouldn ' t be detailed . 

Can I interrupt you! 

Yes . 

'1e talked about that at lunch and c;oinc throu{;h 
that all aGain and you told me and I wanted 
r:oone!' to li~ tEm to this , no I)Ul t tor how well 
these questions nre phrased, this Elder, being 
smart at this stage, he can g ive as good an 
ansT~er as ho did bef ore , in evading it . 

Give as good or bettor. 

If he is scnrt , I don 't think he woul d say in 
the further examir.a t.ior. t hat he nouldn • t ansrtor, 
he is =t t;oin(, to tell you. he will ::ay , "I• ell 
now, this is 1933 you are asking oe about and 
in tt.at year I handled abou: ,50, 000 for the Club. 
::oY. , all I can ·.ell you is that tt>.at year '1"8 had 
such and such cnmpai::;ns around the Statr. ol Indlana 
s nd : cacpaicned in 25 counties and we hired halls 
and bands Me! ~o forth . I don ' t knor: how :~uch 
each o f t l:ose coat , l:ecau•e I didn ' t keep a record 
of i t and I cion ' t ha vo to . " 

J:ay I interrupt aca1n? 

Yes . 

"ut on the IJO-day l etter be rorc our "Inn , he C'an ' t 
answer thn t r•ay , ~an he? 

l'o , the burc!on or proo!' 1s on hin. ::e either 
re.L":s ,:atil'factorily or ra:·n . 
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That is the point . I rum sorry , Roe . 

llo , that is all right . row , that is one thing, 
this Club item, ~hethor you really ~~t to do 
so oe tr.in~ about the Club, and I r.oulc agree with 
:.:r. Landis, as an eft'ectivo proposition :fOU can 
be a lo t nore effective publicly and every other 
,-;ay in dealinf, \71th t.ho:~e indi vic<uals than you 
can d eal1nc v1i th this Club. \loll, then' the other 
thread the. t I hn \ e 1n Mine': is \7hether or not 
there are not a good many other fish in the sea 
besi des :::lder and Gr eenlee and whatever this 
other fellow ' s nene is , !:eel er, whether you 
want to r roceed ir. such o. v:ay that you ere 
apt t.o catch so:::e "'10!'0 o!' tlter.l or <lhat proceed
ingll coulc be taken which "'oult:. be a;>t to result 
in cetchin; so--:e ~o~·o of the::: . ':'hat is a ques
tion f~r Irey , but I suppose that re - one t~1nc 
that is impres sive here 1~ that if this . lder 
is a 1:- ic fellow in Indiana and if :;ou ('lln teke 
sme proroedint; aeainst Elder Ylhich will lead 
peopl e in Indl.ana to feel tho. t he isn 1 t above 
tho law, the chances are that rou '11111 catch 
so"l!e more ond that is a t,o•tt no i l'lportant ae 
got t1 "<.. 1-orno taxes out of Elciel' h11'1self . 

':hero is nothln,. 1n hero about sandine. or.ne.n 
- lder a 90-day letter. 

t:o , eir , you said Greenlee . 

dut I said l owman I::l de r . 

You moan this afternoon? 

Yes , I oaid "'ot:oan :::l de r . 

Oh, I be£ your pa1~on , sir . I understooo you 
to ask l:r. • ol ver!.ng --

•. • • tYro quos tions acout him, ond then I said 
Bo \-:tr.O.n • .ldo r • 

We never roferred to Bowman Elder 1n that tJCmo

randum. 

I t as under the 1mpre:~s1cn that that waa in 
this ~oMorandun. I romember -here it ~as . It 
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was at lunch do\VJl otnir(; the dn:r John and I 
had lunch down stairs w1. th you , that I made 
the suggestion . 

\/ell, I don ' t r emeMber it, but I will take 
your word. Lut it isn 1 t in this memorandum. 

llo , sir . 

The reason I \':a!l :~urrwi~ed r.ns , I v:as so 
pleased with ~self ni,ht before last ~hen I 
=de the sue;geslion to !!h"Old, "You proceed 
aba1nst Bo~unn El~er, not on the 90-de:r letter, 
but to p roceed . 

·;ell , Gul" , Vlhcn I •nlked ~it!. you - "hen r·o.s 
it, lnst ':'"nur~<c1ny , before I went up to New 
~ork - tr.at wan t he reco~endation I nad e to 
you. 

A 90- cay lett~r for owMSn Plder? 

Yes . 

~ut t~is isn ' t it . 

t:o . 

'.;"his is r:ecler and C.rtocnl ee . >:;e acreed on t)ta t • 

You c~<lled ne anr 11sl:cd me to sound thc:n out . 

but the~ haven ' t ~one &head with Greenlee . I 
said okay. ~ey hav~n •t proceeded. 

_lee::- "anted to r•ai t on that until he r;ot the 
report lUld decided on t},e criminal prosecution . 

\iell, I "ould havt: sworn he had bone ahead with 
it , becau:Je 1 r,e.ve ;;on a c reon l i ght on Gr eenl ee . 

I b eg your pardon. I o.::ked you lf :;o11 hac! seen 
the oetloro.nd\lll . 

And ! said yes , co a head. 

You aaid i t wo.s all t•i~•)'lt . =ut what tl::.e c:emo
rnndun sets forth is tho. t Ire:r r·an ts to we.i t 
on Greenlee , 
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a . ld. Jr: \'/ell , I was under the impression thllt you 
had gone ahead. \1'hat do you think, Guy, 
about proceeding now ~dth a 90-day letter 
against bowman El der and a 90- day letter 
against Greenleet I take it the ~eeler 
letter has bone . 

t:elvering: Yes. \"/ell , in discussion with !.ir. Foley, 
I said to l.!r . Fol ey, and !t is the same 
thing I O]:pect to say he1•e , that we decided 
that there weren ' t sufficient greunas to 
ask for a petition on ~~hat we have now, that 
r:.r . Fowman Elder be int.ervie~ted again. If 
the result of that ¥;as that we •:ere still 

H. a . Jr: 

1n as much dark by his answer•s by continually 
sayinc he didn't r~e~ber, it was just for the 
general good of the party, or ''hatever his 
ansrers were, then we ought to '"lake u!) , in 
that case , if we didn' t have sufficient 
grounds after this er~nat.ion , ask for an 
order to Mnke up the notice to the Club that 
they wero not exempt and would have to file 
a return and also assess the tax a gainst 
Bowman i:ldor. 

Guy, there isn't one chance in c hundred that 
he io going to gi ve you an~ ~ore info~tion 
on another interview. 

helver1ng: I think that is true . 

Foley: You won't get any more i f you get an order 
out of him, I think. 

280 

I! . !~.Jr : I haven't crossed that bridge , but I am snt1a
fied if you go a::1d intorviev· this fellow agai.n 
on the oe.ne basis , that you are not going to 
get any more tnio~ation, because all he is 
going to do is call in the newspaper fel lows 
and tell then again so~e ~ore of tcis persecution 
stuff . Lot me put it to you a little different. 
Let me shoot at it frQ!! another angle. Supposing 
we go ahead. Isn't Uooney - aren't you final ly 
responsible for collecting this tax? 

~ooney: For the determination of the liability . 
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Let mo address my question to you. In pro
ceedinc v•i t h a 90-dn:r let tor tol".orrow ac;nins t 
l:.X· . :·eelor, Gr eenlee and Bo~11:1a.n ~lde1• , do you 
.reel that you would be givi ns up anytlllnc by 
taking that route as your chances of collectinc 
it i f he pocketed it , rather tr£n goins around 
throuch tl·.e Court and t '.e ~ct1t1on? That ia a 
!'air I!Ues tion. 

I coul dn ' t answe1• that .for tho reason that t:e 
don ' t know l"h"la t we might run in to, based upon 
cross-oxrunina tion or Bovm10.n 1:-: lder o1• what 
answers he might gi ve to certain questions 
asked of him. 

281 

Let rne put i t ano ther way. On a 90-daj letter 
basis , you have the rir~ t to ask the questions -
you have (Ot the pr e cedent and procedure and 
ever:;thin{; else and tho burden o!' proo!' is on 
him and he gpos into Court and r~ruses to testify 
becaur e it would incriminnte himsel.r, is tl"ot 
right, which isn ' t true on tl.o deficiency letter, 
is it? 

llo , the deficiency letter - or course, you would 
have a civil s uit there . ho coul d say tha t he 
s~ent lho ~one:r !'or political ~urposes . I con • t 
~el ieve we woul e ac,.ept that state=ent without 
substcnt1at:nc evi c ence . 

Don ' t say you don ' t think. Supposing I askee 
you pe!•oona l ly to hand le t his llom:10.n "' l dc r caee 
fo r "\e . I don 1 t think I vrould, but supposing 
I did. Hovr would you o o.hcad on the 90- dny 
ba~is? 

I woul d cay that unless I had proof of the actual 
disburseMent o f these fund s to third parties, I 
woule soy that t hat 1nco~e con3t1tuted taxable 
incor.e to h~, becau3e I ~as not satisfied that 
t he acount had actually been expended. In ot~er 
words , I don ' t beli eve thP mere state~ents that 
he has ~Ade already hnve furnished the buraen 
\7hich is necessarily imposed upon him to prove 
that ~~at doesn ' t constitute income t o him. 

Let me ask you another question. Suppos1nr 18 

.find that out of thie _200, 000 he pocketed 
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"!-25 , 000 or .~so ,ooo . Is that embezzlement , and 
if so , what? Is that a ~ederal or State sta t u te? 

State . 

!:tate . 

' ell, under the precedent or the Bureau, do we 
turn ovel' our e vidence to the !"tate or Indiana? 

I don 1 t belie ve Y:e do . 

\ie don I t o \oe l l , ir \'.e rind he pocketed i t
1 

then 
that brings in the Club at that time , doesn ' t it? 

You meru1 tho Club could take action a ba!nst him 
1r 1t '=ted to 1n Indiana? 

r.r it 'anted to . 

Sure. They coul c present thot to the Grand Jury 
and have hir.t indicted under the laws or Indiana . 

Ir you aro coing to send out a 90- dny l etter 
to u>VImo.n •:l der at this time , shoul dn 1 t you 
al!lo nond a l etter t o tho Club, adv!sine that 
it doe:m 1 t have an:; exemption and v:e fmnt a 
return? 

Yes . 

I disncreo rith that . 

I don ' t 1·o a l one; vd th that . T think VIe oueht 
to anO\'IOr this roque 3t ths t we have .fr or.1 them 
no to 11ho ther or not they are enti tled to 
exrmption rro~ taxation. 

.;ow would you answer? 

I think that is ~at ~r. l agill oeant. 

I didn ' t unner stand it that ray • 

You moM t tie should not.iry t.hec? 

That tios i n wi th what I huve in mi nd. Ir you 
have a request .rr om them, •1hy in the dickens 
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don 't you give them a ruling? If your ruling 
is tbst they are not exempt, which I should 
th1nlc it would be , toll thorn they are under 
obligation to file a return for these yeat•s . 

H. l! . Jr : They are under obligation. 

L'ncill : Yes . 

Foley: It follo•rs fro!ll that if you tell them they are 
subject to tax, not entitled to an exemption. 
Then I suppose 1n order to claim exemption for 
all their political contributions , the• would 
bsve to list the:n and t.hen they would bs ve to 
take their deductions as g i fts and not as in
come and then it would be up to the Bureau to 
say tbst they bad to pay a tax or they didn ' t 
have to pay a tax. 

H. J( . Jr: l'ihat is the matter with that? I :uea.'l , as ~os 
IJagill said, it is up l.o us to 1'1 sh or cut 
bait . They e ither a civic organization or 
they aren ' t . I guose thoro is nobody in this 
room v:ho doubts but whet thoy are not e. civic 
organization. 

Uolverin~ : There is n o ~~y they could qualify for exemption. 

l:!S. Jr: In there any reason why 1n a day or two you 
couldn ' t ~ite them and say i t is up to them, 
that they are not qunlified , end it is up to 
them to file a return for the years involved? 

-ole:;: \'I ell now , I thin~' there are t'f:'o problellls there . 

tag1ll: 

H. I.. Jr: 

First, you can o.no.,er tho inquiry t!l.e.t you have 
f rom them as to \".'hothor or not they are entitled 
to exemption f r o"! tax, but tlle next step , it 
se~ms to me, is up to them and it isn ' t neces
sarily up . to us to say, "Now {;O ahead and file 
your returns . 11 

Hhy do you draw that line , l..d? If they are not 
exempt f rom tax, then they are supposed to file 
r e turns. Why don ' t you tell them so? 

I think I can cut this very short . There mus t 
be letters going out every day or eve ry week 
notif)in6 orga nizations that they are not tax 
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exempt. V/ha t kind of a letter i s thi s? 

l'oone:•: Denied exemption, directly to the comoany. 
We also noti fy the Coll ector of Internal 
qevenue and r.e tell the orcanization they 
cust file income tax returns . 

!l. I! . Jr : rn:· not handle it the way you handle 1t 
ever7 day? :.natever the wa7 it is done 
in every other ca~e , do it the rtane in this 
cas e . t.obody can e.reue about that. If 
Hr. relvering hac decided that they are not 
entitled to tax exemption , hnndle it the way 
you handle every other notice that fOes out. 
'.'obD. t 1 Guy? 

!lelver~: Yes, sir. 

U. L. Jr: :neru can't be any arcument a bout that • 

.;ullivan : Are any political organizations exempt without 
a social aspect? 

:..ooney : I would oay no. To my knowl edge , every one that 
has been sranted eXe"'lption has qualified \11'\r!er 
nine as a social club. ':'hat is 1n the case of 
thete fer. that I ~entioned this orninc, the 
J:ew "ork .cnocratic Club, the l'n1on :.ea&uc of 
Philadelphia , and sinilar organizations. 

Helvering : You must recosnize the ract that State Concitt.ees , 
national Co!'ll'littees , can never a~k for any 
exemption . 

oley : 

li.llt.ill : 

'l'hat irt richt, a nd what you are doing, Guy, here , 
it seems to ne , i s penaliz1nc the fellow trat 
a::~s :ron . re nust do the ri..;ht thin~; , so he 
sa;s , "~.M I subject to tax or am I not subject 
to tax?" sc- ;rou say, "vou are subject to tax, 
th .. r t ··ore you have Lot to file r !ltums . " :·ow, 
if the Hoosier :ecocratic Club on this theory 
is not entitled to an exenption, then : don ' t 
thirur that any of the other political clubs 
on the sace theory ar e entitled to exemptions . 

I thi nk you are wrone on t h is for t h is reason, 
which it seems to me makes all \.he di fference , 
and I supposo is why we are si tting here . As 
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I gather, there is a s~rong belief among those 
prAsent hero that this Hoos i e r Democrat ic Club 
was a rack e t , that it 11aa a coll ecting agency 
fo r t he State o f Indiana , that it i s a pol itical 
orcani za tion , but that is only half the story. 
The rest of the otory 111 that· 1t was col lectinr, 
large funds which v ore disbursed in various 
probably ill egi timato ttays . l!ow --

'';1ta t is the r.atter - -

;:ai t U."ltil I fln1sh . If this thin,.. ?:as simpl;r 
tt.e '\epublican National ~:::t!:littee or the !leco
cratic ::ational Cor.:m' ttee , or the Indi ana !:.tate 
Co=ittee , I rrosume all o!' us would a1..ree that 
there would be no difficulty on any one of two 
or three ways 1n establishing that i t 1s not 
liablt! to arty inco"!e tax. On the other hand, 
this partiCulllr Or(lanization , \,Q think, is a 
kind of wol f in sheep ' s clot hinG, if you like . 
It has esta blished a form and a pretense of 
political activi ty llhich is a cloak for the 
collection of bribes and gr aft and disburse
nents of t hose among various peopl e and it is 
on that basia t~.at I , at l east, woul d mo ve that 
this thine is not a social club; it is not a 
civi c club; indeed , it is vor~ contrary of al l 
those t !rlngs ; t:'la t v.ha• it: done ls to debauc!'l 
t he State of Indiana and it i s for that r eaoon 
thn t ··e sa:' we don ' t - "ar fro"l civ'...n.; an e'l<erJr>
tion , e think it is just the l:ind o f a thine 
that should be kicked 1n the partts . 

Now, I don ' t see t~.a· you concern yourselves 
:ror a :::ocent wi. th the status of the Youns '>eoo
crnts 1n !;ew vorl< or anybody else . :n tho 
first p lace , ~1e take the~o cases as the:" co:ne . 
"'he one >:o have \n !'ront or us is thi s particular 
one and they havo asked f or a ruling; all ri(;ht , 
let ' s ~:iva it to t.l'lern . I don ' t know why it 
shou~dn ' t have been 1von to thee before , but 
at any ~ate l et ' s s ivo it to them now and when 
the Young l.>emoornts ask for exemption , • ·e \'/ill 
tru:e tbem as they come and ~le on the~ and 
for all I know, you may want to go up to Con
g res s next year and r et a more s pecific e~~p
tion of the w!1ole kit and boodle of the1:1 . 
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I woul d do i t the o the r wa y , Ros • I would 
go up to Con~ess and recommend that none 
of them are exempt , they o.ll have to keep 
books and fi l e returns . 

If somebody in l:ew York called ..o= .:.l der 
or ':'i:"' ;,ullivan , or whoever runs t he 7on&\·anda 
Club , which is reall y an o.gency to col lect 8raft 
and only incidental ly to support the Democratic 
Party, I would go after them with a big club 
and I don ' t kno~t why you shouldn 1 t on the basis 
that something called the Young Democr ats may 
wel l bo exempt . I t may ver y well be . I "oul d 
say exactly the same thine I oaid to Harold 
Graves t lus ~mine, if this was a Ladies Aid 
Soeiety of the ?irst · .ethodiat Church of '!:vans
ton, Illinoi9 , ~t ~as sonethin· ~ith a very 
nice name like that ~nQ it was established that 
wnat it really -.:as ex!:-tine for •cas to collect 
rraft fr~~ the red li&ht district and oispense 
it to political leaders , the ~act that part of 
their money went to suoport a foreirn :"'issi on
ary in China wouldn ' t preclude mo fro~ going 
after them with a gun and sn;ring, ""oys , you 
are not exeopt because you nro not spendinf. 
your "'oney in the y;ay you are supposed to . ' 

~os , rou aro coi:l8 j= t half way and if the 
thine; - -

I t;houcht I was going 125 percent of the way. 

I don ' t think so . I think if the things you 
cite in support o f your taking the posi t i on 
that they are not exempt are t r ue , then thei r 
entire lncone is taxable . 

1/ell, I don ' t think so , but thnt is another 
reason . 

lclv .. ring: \/e l l , their entire inco:o~e wouldn ' t be taxable . 
':'hey had expenditures . 

Sullivan : If they expended i t i llecally, it wou l dn ' t be 
a deduction , woul d i t? 

l~agill : l!o , bu t here --

288 
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The expenditures woul d n ' t make any d i fferenoe , 
it would be receipts . 

If you and I v:an t to t;i ve - to spend a thousand 
dollars trying to t;et :..c::ut t e l ected Presi den t 
and make :~pooches all ovor the country or do 
•thatever else we can do, we can do i t and it 
hasn ' t any effect on our tax returns one way or 
the other. !low, suppose that all of us in t h is 
room 11ould like to ~ee !'.cllutt e l ected Pres i dent , 
so llll fOl"!!l an organization and put some money 
in the kitty for tha t purpo3e snd not all of us 
travel, but s~e of us do . I am still inclined 
to think there i s no 1nco~e tax liabili ty in
volved, not in this orenni::ation status , •.u t the 
!'act that ~<e have s imply banded together for a 
co~on purpose &nd ther e ls no oreanizatlon 
which has any income at all. aut that 1& a f ine 
s pun theory that I don ' t think we need t o ~o 
i nto . 

I can 1 t - somebody baclt in J:ovember raised the 
question whether t his Club v:as tnx exempt or not , 
didn ' t they? Somebody r aised it , and for a year 
and a half ,-e have sat h"re and haven ' t e.nsv;ered 
that question . I think 1t i~ up to the Col!Ciis
sioner to ansr.er yes or no . 

287 

r;e u , they are sendlnt a s.11tement o f facts . ':'hey 
sent ln a stateo:ent o f filets . •,;e asked t hern to 
veri fy that statement and CO\\l dn 't eet i t verified , 
so we usked ~. Irey to make an 1nvest1eat1on as 
to ~hethor those facts arc true or not and if th is 
was - we have in the fi le their a oplication and 
what they set out . Up to the present tilno wo 
ba ven ' t eot - haven 1 t r oco1 ved sufficient nnsYiera 
to ansYier that question . Technically , on the 
gr ound on which they cado the application - -

Then it ro l lows from that 1! you don ' t e 1ve ~~en 
a gruelling . that until they prove otherwiae 
they are subject t o tax, 1nn ' t tc~e right , Joh.~! 

Ed, I don ' t ge t you. \,b~ should you be so dog
gone hesitant llbout e 1v1ne these people a ruline 
thn t they are subject to tax and by golly they 
have got to t i le a return? I don ' t see the 
ba sis tor tha t . 
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I will te ll you , Ros , booo.use tho thing - you 
o.re putti ng the Buroo.u 1n the field where the 
di fferences between these Clubs are so nebulous 
and so unsusceptible of de t erminati on that 
you arc injecting the Bureo.u into the politi cal 
field . 

1/ell, i f you don't mind, L!ooney gave me an ex
pl anation on the difference t h i s ~mine and he 
convinced me that there is a difference . 

\'/ell , I understand t hat difference , but t hat 
isn' t tho difference that Ros is referring to 
now. Ros says this is a racket and this agency 
is nerely a collection a~ency to corrupt all 
o f the - not corrupt , but I cean it ls a col
lection agency i n :ndiann . 

Part o f its ~urpose was to corrupt, too, as 
f ar as that is concerned , 

To corrupt publ i c offi cials and other peopl e 
that wore recipient s o f money from the Cl ub . 
Now, ~hnt i sn 1 t the diatinction that T1ru I ooney 
eave us this r.'crninc. He oays - -

:low , •ait a cinute , Ed . I don ' t r.ant to get 
too legalistic . Let ' ~ ferret for a mL~ute 
this burni n1 desir e for reforD whi ch burns 
1n l'asill 's breast , see . I wish you o;;oul n ' t 
keep bri ng1n6 in my friend h itty 1 s name on 
t~is . Lot ' s just for get for a momen t , see . 
l'le go back to !4r . t.tooney and his description 
t h is morning . You are so worried about the 
good reputation of t he Bureau, see , that they 
can ' t aay one daJ t hey will rule this Club as 
exempt and the other day it i sn ' t . I say what 
this follow &aid th is corning, I am willing to 
have b1m say it or to ?Ut i t in ~Y mouth to 
SH~ lt i f I ~vo sot to GO before t h e Joint 
Co~ittoe on ?QXation and explain hor. we rule 
on oolitical clubs , because I will nake him 
write i t out and then I will say it . 1'/oul dn ' t 
you be willing to take what he said t his 
morning'/ 

Sure , I would take t hat. You "lean the national 
Democratic Club in •lew York. It has club 
facilities --
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And the Yount; Mens Democratic Club of Nevt York, 
the young fe llows . I moan, the ones he d escribed. 

Well , I don ' t think ho put t he Young ::Jemocratio 
Club 1n thD.t ::tatus . 

~e ones ho described this oorning . 

Ym1 take the Union Lca6Ue Club in Phil adelphia 
and put l t 1n the same sto.tus and the Union 
League Club in New York and put it in the same 
sta tus and ho would gi ve all of them exemption , 
because there are some social aspects in con
n ection v1lth their poli tical activities . I 
a gr ee wi.Ul that , but I uncorstand that 'los is 
injectinc a dif~erent 

l<ever mind about Ros . 

He ea;-s t ho:; are bad boys and the:; snell a little 
bit, then we ouGht to p,o afLer the~ and i f they 
are not so bad and if they don ' t smell so much, 
then wo ought to l eave them alone , and I say that 
is an i mpossi bl e admi nistrative situati on . 

Well, wht\t you are sa;Jint.. is that vte can ' t do 
this thin: by Eense of smell anC: I agr ee Yt1th 
Jou, but I also agree with 'los thAt it stinks 
to hit;h heaven • 

. I still say that at l east a ~cotchman can dis
tinauish a crook f rom an honell t man and that 
is a ll I am asking you to do . 

You mean that does not apply to the Irish? 

?be Presi dent settled the reliGious i ssue l ast 
ni(',ht . •,a1t a l!dnute - all ri(iht , how many 
finBers? (~r . Su:livan rai sing hand) 

I very car~~l:; held oy hand not in profile 
so tha t question v;ouldn 1 t be asked . \that is 
our answer to the queetion about the vari ous 
State and :.ati onal COilll'\i ttoeo? I mean, I 
don ' t t hink we can take the position of p l aying 
ostrich and saying that --
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Worry about that v:hen you l eave the room and 
go in and talk with the Sta to boss at Kansas 
about tl':at , llill you. 

Helverlng: I coul d tell you very qu i ckly what we did to 
them i n ''ansas . r e hel d the., 1-axable , the 
Jackson Club , and i t is exactl y the saoe Club 
as t h is one . 

5ullivan: Hero is tho question I am ralsing, VJhen anybody 
!118.kes o.n application to us f or exempti on , vre 
t•ule thnt they are not exempt , a political or
ganization , vtithout socinl aspects . Uow, nre 
we justi f i ed u ' not demandins returns f r om the 
importnnt ones that do r.ot ask for exemption? 

H. :.. . Jr: Li sten, you hav<ln 1 t got enout:h to do , see , • ·aiting 
for a tax bill . ror. , this is so.,ethint. for you 
to s~;udy . 

Sullivan : That i s \.hat I 'as t r y in., to do right noYI . 

H. : . • Jr: But do i t so·1\e>'lhet·e else , will you? 

Sulli van : I thi nl< that that is --

'· . :r: ~To.,. , look --

cullivan : .••• very inportant . 

• • . Jr: l'ot. , look , tthll e 70u are ; niting fo r a t ax bill, 
you study "hnt , see , and --

Sullivan : But if this rul1n& of a denial of eY.emption coos 
out , the horse is cone . 

H . ~ . Jr: · .. ·ell - no . 

l!elvorin,:: Do you t hink t.he:r are exempt? 

• o l ey : 

H. ! .• Jr: 

Sullivan : 

I am perfectly willing --

'iiai t , s ive 1.he Co:nmissione i' a chance . 

I think the are in exactly the same pos i tion as 
the Democro.hc and Republican Hctiona l Committees 
and State Co~mittees . 

290 
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Well , the:r have ask ed u s f or an exempti on . 
:low , what I vcan t t o know, rto you think they 
a r e exempt? 

r,lllivan : If the othera nre, yes . 

t •• ~r : I~ who exeopt? 

.. c lverine : ':'he Loo~ler Denocratic Club . 

H. U. Jr : You don ' t thi nk - do :.ou tl-tlnk thi s Hoosier 
1Jernoc1•at1c Club i s exempt? 

Sullivan: I think they are in exactl y the s~c s i tuation 
as the 1opublican and .Jemocrat ic l.at i onal Co -
mitteos • 

. ' . "r : The:.• ar& not. be!'ore us . 

291 

ol o;, : ·,;oll , no , ~ut John is sayin.., , ::r. Secretary , that 
you can 1 t ·o in vii thou t knov:int where ;o\t a r e 
coming out . 

U. !· . Jr : Oh, now l ook , I have boon tryine to be honest 
and - I run not afr aid if I take th i s step , v•ht·re 
tho next one is eoin~ to lead me , s ee . I also 
want to take this step, one , ~ecause it i s 
pending before u s , and two, because I thi nk i t 
wil l b e usefUl , bu t i t doesn ' t Gi ve Mr. Bowman 
El der an a venue o f es cape . "0"'• i f' I am m-one; 
on tha t , rlease tel l me , becauoe t hat i s ~~at 
I hnve got in ny mi nd, that i f , .e don 1 t proceed 
a t this t i me and tell this Club that they are 
not tax oxempt , it eivos l'r . r l der an nvenue of 
escape . 

'<llivan : !lo , tl.al (loesn ' t follov; , ~ir . 

... ulli\·an : They are not rel ated, tbolle tr·o quest i ons . 

1 . !. .. Tr: ~hey are not re l ated? 

:.ull1 van : No . 

rol cy : Ji o , 
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Do you a eroe that they are not related? 

I don ' t . I think they are very cuch related . 
You don ' t char ee the Club --

:: I ar. \'ll'Onr; , then I don 't have to take thi s 
stop at t~.is tine , but I thin!: tha ~ they nre -
wo,tl<! yoH tell r.e 1n local l anr;uaeo .:hicll will 
hol d t:hflt'e fe lloYrs , &t l east they can answer 
you , I r.enn - I do this thlnL by ear . !'ow, you 
give theM some book , \'iill you, t:hy thene two 
thinrs uro related? 

One very likely thing ,.lcier can cay is , "~his 
was no mone: of nine . I eot this simply in 
behal f of the Club anu the Club ~sn • t up ~n 
any rroceodin~s . Go ahead, talk to them. " 
l:ow , you discover that a year from now, •aybe , 
after you havo ..;one c.fter -:lc!et• for a l'hile 
and tr.en fina_ly he seeks to u3e thls out. 
"J..ll th.,ae funds you ore chc.r~:;lng no 1vith, I 
go t 119 'l'reasurer for tho Cl\lb nnd they v:ero 
disbursed on behalf of tho Club and 1t is the 
Cl ub ' s monoy and 1 t isn 1 t mine . " l!ol', , he bas 
got a perfectly t;ood ottt trero, 9o far as I 
can see • 

·;,bat is the tax ex~pt1on of the Club cot to 
do r.ith it, 1o9? 

l~othing . 

Either they were political contributi ons or 
they wer en ' t . 

J;o , no. •rake t~e next step. If you rul e that 
the Club i!l not exez:tp , v:hl.ch secns to me clenr 
as a bell , as far n~ that is concerned 

·.:ell , I don ' t acree on tt-.at but I will to a l er-t; . 

I Jus t don ' t see where it has a thin~ 1n the 
vrorld to do with tr.e Republican Co=ittee or 
the State Cornr.~ittee of IndiaiUl. You are ru l 1n6 
on t h is th i ns - you r eally can rul e on it on an 
en t irely d ifferent basi s . 

h:aybe you can distinLui sh it , but I don ' t think 
I can, nos . 

Z92 
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lo!ay I say somethi ng ? 

Pl e nse . If I am eoing to be nobl e , I want to 
be noble for some rood renson. 

You had bet ter be noble on a eood grani•e founda
tion. 

Ind innn limen tone • 

I thin!< the 'Ureau v;ou l d take the pos i t i on that 
in t his par•ticular cnso these contributions thnt 
have boon made to the Club were not taxable ln
co:oto to the Club , thnt the~ constituted tl<o 
dona~ions or contributions , but still the Club 
would not be entitled to an e>:empt status , aimilr:r 
to tho rulinr:;s r.hich we have issued on other 
Clubs , the Club r.ould not be entitled to tho 
ex~pt sinius and therefore would have to f ile 
a r eturn. Then i n connection with the fi ling 
of the r•eturn , the question woul d ari se as to 
v1he thor or noi these contributions consti tute 
a ta.'tablo income or not. , which is enti rely 
separate and d i stinct as on issue , septrate nnd 
aport from de t ormininl:, \·.nether or not the Co· •rany 
or the Cluu is entitled to rm exempt stntu:~ . 
That is whnt Dr. ~a£ill said nbout the purpose 
for whi ch this mone y 71ns used ~·or the nature of 
the recei pt of t!::o mone:r is !'ocething tldlt 1e 
soparnte and a part froo det~rminLnc ~hether or 
not they are entitl ed to an exo~pt status . 

Now, I woul d say the.t to l ook at this Club, 
Hoos i er Donocrati c Club , os a strictly politi~al 
club, v•1 th none of th i s bncksround at all before 
us , we v:oul rl ma}:e a rulin(. i f it i s entitl ed to 
nn elterlpl. ntntus or not 1n line w1th ~hat we 
hnd ruled with r espect to other clubs of tho 
sacc c~nrncter , tno political or£an1zatlon& 
carryin on an "cti \"i t~ , and r.e woul d say 1 
"You are not ent1 tled to an c~.emp,t stntue . 
::ou "'oul d have to file n return. ' 

I don 1 t ~hinl: there is any argumen t . 

I thinl< tlr . l ooney is rnnking the poi nt ve ry 
c l early that the proposit i on as to Elder • ~ 
l iabili ty has nothins to do with the t ax 
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exempt status of tho Club. I think you are 
makine that point very clearly , be cause you 
VIOUld say --

No - -

1/ai t a minute , l et me jns t finish this , bocaus o 
•that 1:r. irooney vto uld e a y woul d be i rres pective 
o f the l egality or tho i llegc li t y of those ex
pend itures, irre:~poctive of v:hetl:er or no t 
!~ . £ l der can a c count for the~ to tr-e l ast di~e 
o r whether he can ' t a ccount for thee. ~ne Cl ub 
i s s t ill not tax ex .. mpt . 

':bat i s t rue . 

Anci ther .. fo r u , \le s a y t.r o so thlnrs, tho s a two 
ca ses, have no relat icneh~p t o each othbr . 

llell, but you have t;ot t..'l is fu::oth er s t r ine; 1n 
your b ow and l :o one y may n o t vtan t t o t ake it; , 

: 94 

but t.:o oney has 1t in mind and all I am ob j ecting 
to is , o ne a ttributu of an ex empt organi zat ion 
unde r Section 101 i s the uee t ha t i t makes of 
att orneys . ':'hat is one \:a~ you determine \thother 
an organization i s exempt o r not and t hat a ppli es 
to t he particular pa ragr aph whi ch you have 1n 
!!lind her e , s o the. t i f t~is Club v:as be i nt. "Sed 
for t he purpose o f feathering~. 2 l der ' s ne ~ t , 
or socebody el s., • s nest , I don 't meen the >e=o
c ra t ic Party beint used fot• so:o:cbody 1 s indi vi <.ual 
profit, that would go to the qu estion o f "nether 
or not the o r r.anizn t i on i s except . !lo", isn 1 t 
tha t corre c t , !'coney? 

~At would be ar~ther factor , too . 

That is another fact or . But the J ackson Cl u b 
of St . tquis, or Whatever i t was that was men
tioned here a ~omont ago , has boon rul ed to be 
non-tax e~eopt fo1• tho same r eason this Club 
can be rul e d not ~o be t ax exempt , s o that t h e 
rackete ering angle hos no necessary r e lationship 
to the question as to whe t her the Club is tax 
exempt. It does have a relationshi p to t he ve r y 
I'IIlch more diff icult question which you can't 
approach at t h is time , naooly, whet~er or not 
the Club has taJtable 1nco"le. I t doe s have 
relationship to that. 
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H. K. Jr: f.Ja;r I got in on thi s nnd so.y why I think 
t hey are re l ated? You send word to t h is 
Cl ub that nobody hero , on t he "Iori ts of 
the Cl ub alone , is roinc to say the;;· are 
entitled to exenpti on. ·~erefore , we send 
out ~ e usual rapers notifying the~ tho.t 
they are not lind 1t 1s up to th~ to f ile 
an incor:e tax blank during these years , and 
I take il 1·hen the~· !"il e nn incor.1e tax, they 
hav~ cot to ehow receipts and expenditures . 
In that ric;ht? 

lielvcrin~ : Yes . 

r .l . Jr: '.'lhen they show receipts and expenditures and 
ne have that on one hB.nd and show1n0 receipts 
and ex:r:cr.ditures on the other, and on this 
hand we huv6 what I.J> . L;oone;r said he die; Yllth 
the 200, 000 - or the yl20, 0CO t~At the Club 
ci1dn 1 t c,et , 1w cen put the two side by side 
and they maJ C'.al<e a p i cture . There!'ore , I say 
that the two thinLs are rela led ane1 they will 
be uceful in this t r ying to esta blish whether 
there is a tax or no t , because the Club has 
to show receipts and expenditures on the one 
hand over these years and ~r . ~ldor has to 
say - here the Club sa: s , ..... o didn 1 t ge t 
., 117 , 000, 11 and t:r . El der.sa:·s , "I c;ave i t to 
the Club, " or, "I d1en 1 t gi ve it to the Club, " 
or, "I d id t!lis 11ith 1 t , " and the two thincs 
~;o down a parallel cour:~e nne\ it can 1 t hel p 
but be uset'ul to anybod;r r.ho 1s =ki ng an in
vestic,ation of l!r • .2l dcr . I B.lll not interested 
in ir.veetifiO.tinG the Club at this sta ge , but I 
am interested i n what di d !'r, L:lder d o , And 1f 
we hav~;~ t•ecei pts and expenditures for that Club, 
the} oub)\t to be very u=et'ul to you ( :!ooney) . 
An I right or wrong? 

I oono;y: You are !'itht. 

i . . Jr : ':'here fore , I ~a:.' the two thin. 11 to dovetAil 
into each other. 

Landis : I woul d like to ask a quaetion, thou[;b , and that 
is , how aro you goinG to get t hose receipts and 
expenditures? 
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I! , I.' . Jr : Well , that is somothin1 el se ne;a1n . 

Landis : I think t hat i s the question. 

I!. t..Jr: They say they have tho books . 

llolverine; : , Here is the receipts . 

Lnn·l1e : Yes , but you don ' t need those. 

•·ng1ll: The burden of proof will be on them. 

Lm dis : I d idn 1 t propose procedure with reference to 
their not having filed income statements . 

!'n£.111 : In their return, they 1<ould have to show mat 
they did with the money. 

Landis : That is , you v:ould send them a 90- dny letter? 

t neill : Mooney says they are not exempt , send us a return 
for these years . The next thing is , if they send 
returns or not . If not , I suppose you r~ke up 
a defi ciency letter as best you can on the banis 
of what you have got. 

looney: He would normally make en 1nvest.igation, which 
investigation is under v:ay at the present time 
for dete~ninc just mat the nature of the 
receipts are, what the disbursements are , and 
who , i f an7body , is subject to taxation. 

F.elver1ng : ltr. Secretary. 

l!elverine; : 

Ur. Conmissi onor . 

I v;ould just liko to l!lllke a statement right 1.n 
the room here , now . There are two objections 
that are being folloTICd in this . If the ob
jective is to tnx the people who ultimately 
received the income , vte don ' t need to worry 
about that. If tho objective is to proceed 
acainst these fellows who have received money 
and failed to report it or falsified their 
returns, of course •e ~on 1 t r et very far with 
that proceeding because they will pay this 
tax. 

296 
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rrow, I o.m perfectly willing, if we say that 
this exposition her e of this investi gation 
doeon ' t £ ive a ground for filinL the petition 
and you sn. , and I an inclined to a£ree r.ith 
you, that you don ' t think ~o would get any tt.ore 
out or ~ov,..,an after examJ."':.nt. hin for a dozen 
ti=.es ~r.ore , tl.en we are in the sane position after 
e::ar.1n1n,! hi.- e.tain that v.•e arc now. ·.:e won ' t 
have the <round for f'illnc n pot.i. tion . 

. , Jr : ?hat is rieht . 

~olv-rinz : Therefor~ , we ha\en• t lot rnouen to f ile a 
petition and ·. e won ' t havu after subsequent 
exRM~nationo. ~en the thing to do is to 

J.. . '-Tr : 

~akP up the~e various tax ~ounts and assess 
the:-t . • .. ., can collect the tax , but to cover 
up , then, tra~A is hope to be devel oped o.s to 
v:her" this !'lone~· .:ent, o.ntl so forth , but it 
will not bo developed . l:&.y I just Ei ve you o.n 
ill ustration? I t izn ' t o. po litical cl ub, but 
:~r . ~treeL , of ChicaLo , nn attorney who repre
sents an inauranco company in the State of 
l:iosouri , filed a return for ..,500, 000 , or whut
e ver U:o ru::ount v:as , in which t,e was willing 
to pay U o to.A and d i d pa;• tho tax. llov• , if 
it hadn ' t been : or a mistake he ~~de in that 
return, that r.oul d have closed the r.hole thin0 
on tho . :esouri insurance case . 

t:ow , it :fOU fil e these tar.vs S.(.t.l.nst ~:r . _l .or, 
he vtoul d pay them and unleso •·e found out Uf
feren t , it v:oul d clo~ e a l l the ~e ce.~es . I r that 
i s what wo.nts to be dono, collect the caoh . 

Are you read:; to !:lake a reco·'lrlendat i on? 

:.ol verinc;: 'fua t. is the t ? 

· . t• . Jr: Are jOU read~ to rAke a reco~en~~tion? 

Yee . l'y reco=endation ·ac tt.at .,-e question 
Bo1-..r.e.n l der once .,ore in de tail and 1f the 
suf~iciont evi dence isn ' t then available on 
which to ba:Je a petition for the advice of 
the Attorney General , thn.t we proceed to go 
ahead and col lect these t axes and close thi s 
case . 
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\;oulcl. you feel very badly if I told you to 
foreeo vt:l.t h one more exOJ'I1nation and proceed 
with a 90- day l etter? 

No , if that is wl~t you think is good policy 
to do , but 1f that is Lhe procedure , we don ' t 
need any advi ce on thnt. \ie can handle that . 
It is recular procedure . 

'loll, what would you say as a betting ~ that 
the chances are on another exrunination you will 
get any aG.ditional 1nfor::mt.ion? 

•,;ell , I think J) !.leer is err.art enoueh to say 
that he can ' t remember , he spent it for general 
purposes . 

~en, Guy, I don ' t consider that I ao overrul ing 
you . I am not . 

r o , I onl y nado that suglestion because they 
inti mated thO)' wanted to tal k furthe r. 

Do you consider I would bo overruling you if I 
sai d to proceed with a 90- day letter? 

Not at al l. 

And t o notify tbe Club their request for exe~ption 
has been refUsed and the. will get the usual 
treatcent as in su~~ cases? 

I will certainly a 0 ree wi~ that . Of course , 
really they are not exe~pt , !~ . Secretary, but 
that doesn ' ~ say the• owe us any tax. 

'i'he material ;;oes out and t"ten r;e sit and vta1t 
a reasonabl e time to see whether they file a 
return or not , is that. rif;ht , or do rou bogin 
to make an investigation? 

\io g i ve them - set a limit to file returns . 

H OI7 nu~'l til:!e? 

iell, I think that is usuall:r - : coul dn ' t say 
o!'fhand, 'but that is taken up rlth the Collector. 
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?he Collector co~tacta them. 

•· . Jr: ';/he.tever the usual thing is. You would give 
them the same as anybody e ls e? 

I oone:r : Yes . 

llel ve rtn.., : '.'he procedure, l!r . Secretary, is , we notify 
the Collector of th~ rulinc that they are 
not tax exempt and they n t 117 them and they 
t:lflJ e.s~ .for 30 to 60 days to rrepare the re
turns and he uill grant it • 

. ol • : All ri&ht • 

• • Jr: John? 

~ulllvan : ~cs, ! think it is a good solution , er.cept ! 
am still worried ahont the. t t h ing you told me 
to worr-J abo\\t ln tit A f\ltu re . 

• . ,Tr: ':/ell, you h;.ve pond 'ng a Lax bill. Don ' t ll"t 1 s 
go over it again. 

Sullivan: ·:o , ! understand . 

elvcn•ln. : ·:ell , John , v.e have b.:. en having these rulin<-:1 
nor. to :JY certain kr10Y ledt..e for seven , et.rs and 
no coni'lac ration has started from i& . Lay I 
just tnl:e t~.is - every ::;tate or !iat~onal Club 
is established on a well- 1efined le~e.l law . 
i'hey say that 1n the Ztato - to the State Co~
mittee , both ~epublican ann Democratlc or any 
other Coomitteo, nust have a meeting of county 
of state members 1n vthich they 1orm a co=ittoo 
and set up in tho etatute just he<~ that t:ill 
be done . TheJ are statutory committees . All 
these voluntary committees are on an entirel y 
different basio . 

tt . • Jr : 

Graves : 

Harold, you have been on this thing. · .. hat do 
you think? 

-;ell , m7 belief is if you co this ray tbill ends 
our investigation . You see , if you issue a 

: 99 
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90-day l e t ter to !:r. Bor;:nan ;l der end follow 
the usual pr ocedure , ~~ich ! understand you 
woul d r:ant to have foll owed 

Absolu tel y , t.ho u suo.l Vtay. 

•• •• the procedure would be this : You woul d 
u i ve h i m what i s called a. 30- dny l etter , whi ch 
gives hin a chance in the informal p r oceeding 
to protest the pl•elitdnary de t ermi nation repre
nonted by that 30- do.y letter. ':.'bat i s 30 days . 
':'hen f ile a protest , un·lor oo.th, wtlch starts 
conference proceedin~s in the office of the 
Internal ~avenue Agent in Ci".nr-e and that .,.._ay 
go on indefini tely in t~e or~inal'J case but i t 
coul d be cut off preeoptorily by tt.e Internal 
1evenue Agent in Charc.e , if thAt >;as desired , 
but in any cas" YO'l wou l d have a =nth and a 
hal f co by before , under t!e ordL~ary procedu1~ , 
you ooul d issue t':e 90- day letter. The 90- eay 
l etter gives the taxpayer an additional 90 
days oeforo he hns to Move n finge r . An y time 
durin£ that 90-day period ~e ~ay a~pear again 
befo re the Bureau of Intern~l ~avenue or he ma y 
not . F.e may wa it nnt i l the last day of the 
90-day period and fi l e a petition to the roard 
of ~ax Aol)eals. "'ht t &tarts proceedings w' ich 
r.a:r be rrotracted over "18Jl;· , :nany -:~onths , so 
that the 90- day lett r tives no prooise o~ a 
settlement of t~in thine by olicitin£ info~
tion fro:-1 :>0 • l~er . ;,e cen let this 0 o ~asily 
for e~ght or nine :nonths to a year before you 
get this thin0 to en issue . 

!low, under those circumstances , I say that if 
you fo l l e<t that procedure , it r eally puts an 
end to the Indiana it vestigati on, oeca use we 
wo u l d n e ver 0 et W'lythlnc; out of Bo Elder 1n 
the e:;:pi r ntion of tha t 90 days ' period tha t 
woul d g ive us fu1•thor ln!'ormat l.on on which t o 
proceed . 

I don ' t think wo coul d r,et anythinb the way 
we are goi ng now. I think we have .:ot e vecy
~1ng we a~e goin3 to ret . 

! think i t shoul d be c l earl;· unlerstood 1f 
t h i s is done t ha t we shoul d w1thdra1f our 
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investi gators and quit annoying people , either -
in other words , you go forYtard with all or the 
wenpons that we can co=e.nd or "e should stop, 
and i f this procedure :hould be decided upon , 
my judc;nont is we should stop. 

As far aa l:cliutt is concerned , we would :stop • 

':hnt 1s right . 

I woul d say stop as to all the re:nainine people 
a£;a1net whom we have no specific evidence. 

I agree with that. 

~at leads co to mention Greenlee . I understood 
you to ~o.y yon ,.-ished a 90- .iay letter issued 
aga inst Greenlee . I th1nY that - at least I am 
told by these men •nth whom I have b een advising 
that v:e have a probable criminal co.se against 
Greenlee . It a 90- day let ter is i ssued in h ie 
case , that defeats any crll'lin.al proceedincs. 

And ho" l ong will it take you t o make up your 
mind whether you have or haven ' t got a cr~inal 
case in this? 

I don 't know. I L=neine the boys will Lake -
it c1Lht be two weevs or two conths . 

\iell , that isn ' t necessarily !:JO , is it , Harold , 
that you defeat your criMinal case if you send 
out the 90- day letter? 

Practically, because if you send out t he letter 
and he pa~'S the tQ]), you can ' t pro so cute h i m. 

llell, on tho Schenck co.se we put 1 t u;> t o the 
Department o f Justice and thlJ Deparb:lent of 
Juaticc said , n·,le will take it up \"dth the 
U. S. Al.torney in ~:ew York, n and the 0 . s . 
Attorney advised us to send out the 90- do.y 
letter, cave us a reco=endation, so t.e sent 
i t out . 

That doesn' t mean that you haven't , by doing 
that , defea t ed your criminal prosecution. 
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t:o , but that is the thing , you see , IU'. Secre
tary, that Eddie Greenbaum ran up against L~ 
the !:i tchell case . He says 1 t is very hard 
to eo up a gainst a jury when the jur y V~onci.ers 
why you have never tol d the defendant how much 
he owes . The defendant keeps saying, "I h&.ve 
anked these people to tell me. I am willing 
to pay the amount of tho tax. lhey ar& hounding 
ne and the:' ar&n 1 t interested 1n the a.'llount of 
the tax. '£hey won 1 t tell me. 11 

7hat came up 1n the Annenbere case. 

len~ I don ' t think it is necessarily so that you 
aestroy th& c~icLnal case by a 90-da~ letter. 

Let me get a law on thio thing . I t11ll get 
you out of here, r.os . Supposing r.e go ahead 
vlith a 90- day letter on L:r . Greenl ee and we 
find t hat the ,so,ooo was deliberately hidden, 
and so forth and so on , thAt makes i t a cri~inal 
case , doesn ' t it ? "he fact that he admits it 
and pays it - after \'le colloct it , i s it too 
late --

liot l egally, no , but you take this man before a 
jury and he &ives testimony ~hat he has paid 
this tax liabil ity , ~at1~fied it in full , the 
Governnent has : ot every dir e that is com1n& 
to it , that corsti tutes a bi~ defense for this 
fellow. 

But I ha~e always tho~ht - I never cculd under
stand when I ~ent through the ~ellon case , it 
seems t o me that a civil suit and a criminal 
action - i t always seeced cockeyed to me that 
\18 proceed on n criminal baois and tl".en a civil 
sui t erterwards . First we establish the fac t 
that a fellow owes so much and then if he docs , 
what he did vms criminal , then he should pay 
the cri minal f ine , but we al ways do it the 
other ~e.y a r ound . 

202 

\te put it up to the Departl'lent of Justice, ~~. 
Se cretary , because they '".andle the cr11:!1nal 
side and wo handle the civil side. If they 
tell us to go ahead with the civil si de and 
not wait until the cricLnal case has been tried, 
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we go ahead <~ith t'le civil side every time nnd 
it doesn ' t necessari l y menn thnt you can' t ro 
ahead with you crilllinnl cnse , 

l:ow about l e tting the .:>epartment of Justice 
deci de on Greenl ee? 

Sure , absolutely, that is the fa ir t hine to 
do • 

• h~t is all rlc,nt , becau3e that \·toul.d be the 
nornal course o" action in the Greenlee case , 
is to co~plete our investi&ation and send it 
to the .>epartmont of Justice and l et then 
decide and ordinaril. we do not issue tho 90-
day letter 1n such a case until after it has 
r;one to che uepnrtment of Justice and they 
have decided . 

And how lonL will 1. t. to.ke you to clean up tho 
Greenlee ease? 

I non ' t thiru' OU" investigators can say , be 
cause it denends on their [Ot tine; certain 
ad~itional evidence which the;r have been 
tryinc to get nd co "nr haven ' t succeeded 
in c.ettinc and 01 cour-e •·e should."l ' t t;o on 
~orever V'ith thE'~ . -" ·e cnn co-:e to thnt 
P.vidence :;>:•ett7 quickly , ptrha.~s we should 
do so-:ethin~ else . 

:OJ 

·~ec lAt 1s try to clenn up ~he Greenlee investi
c:,ation , c•·rn it over to t:Oe :Jenart~ent o. Justice 
ar.cl as~ then, is thlt! a crimi:.al or civll suit . 
o. 1: . ? 

e lvcrint.: Yes . 

>Ullivnn : Jlas El mer l eft to,m7 

. •• Jr : Yes . 

Sullhnn : ~ecause in that m~orandum I think you will 
see a r~te that. ho felt th~t \r.lthout such a 
-etition the c:-irlinal G.ction n.:;ainl!t Greenlee 
;.,i ·ht ~au. -
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Well , Harol d and the Co~isaioner are acting 
together on this . 

I y;as just thinking , Harold m1!;ht be able to 
check vri th Elmer. 

I never discussed the question of a petition 
with regard to Oreenloo . I rum not familiar 
with the Gr eenlee caso , except very rou£hl~ . 
I am onl:;r familiar v;ith the bowman El der case 
and I am s atisfied that \le don 1 t v:ant to ask 
for a petition, but I don 1 t kno" enough a bout 
the Gr eenlee case and I should think ha v1nS 
established a precedent 1n r egard to Bovnnan 
Elder, you fel lows could go ahead and decide 
Gr eenlee on your own. I mean, without calling 
in a - me, or these other een tlemen. 

?ha t is true . I understood you to say that 

:!04 

you wanted us to d18continue any further investi
gations or proceeding s except as to persons 
a gainst v. hom , ;e havo definite, specific evidence . 

And in the room here , VIe have certain f acts now 
about Hr. Mcltutt and we oi t her have them o r 
ha von 1 t and I said the other day , nov1 l e t 1 s 
clean up ~at we have cot . 

Well , as to that , I ttould suppose, Ur. Secretary, 
that if tte turn up a few thousand dollars a eainat 
l!c!lutt and have no intent i on of 1'urthering our 
investigation to develop oomething ~ore substantial, 
we ought to quit in respect to !.' r . rc!'utt and 
not co~e 1n to trivialities 1n this case . 

I agree with you on that. 

In other vtords , if ho hasn 1 t returned h is 1nce< .. e, 
he ougbt to r eturn it and pa y a tax on it. 

If he owes us a thousand dollars , make him pa y 
it , doggone it . 

·,·;e have enough now on McNutt to show that he 
should have filed a return. 

We have got certain i teas and if he can explain 
those , there ia no incoce tax and he ought to 
be exonerated, 
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It is your idea that somebody ought to inter
vie" him? 

Yes . 

And ask him what he has to say about these 
i tems . 

He has never been interviotred? 

:·;ell , he shoul d be . I don ' t tmnt to ¢0 too fast • 
Let ' s just r:o back a ::~inute on this !;onr.an <. l der 
business . Let ' s "or~et about Greenlee end ~:ct-:utt . 

Jim, are you sati~fied on the decisions on Bov~n 
~ldcr, on the Hoosier ..-emoc~atic Club? 

l>o , I am not. I would like to express jus t why 
I am not. And I think wlw. t has been said recently 
has considerabl e relevance to it . I am quite 
sa tis fled with t.he i den of coin(; nf t er howman 
~lder by the 90- day l etter. lie may or may not 
pay Wlder t nose circumstances . I f he pays , that 
tells us sonethin~ . If he doesn ' t pay and fiJhts 
u s , that will tell us sO!IIothing. If at the same 
tine you investic;ate l.r. Lc::utt on these :natters , 
you will l earn ~amet~inc more that has so~e rele
vance to the entire pictu~e of the roosi er Leno
cratic Club . The Greenlee inves t i cat ion wil l 
tell you so~ethint; ~~re t ha t has so~e relevance 
to t he picture o~ the Hoosi e r D~ocratic Club, 
and I woul d hold off on cy - wlth reference to 
the Hoosier Denoc~atic Club until I got that 
l'lB.terial. I have no question at t he pr esent time 
that that Club is not tax exempt in the same way 
that State Democratic Co~ittoes ere not tax 
exempt . It would soon to me in t aking that 
position wi th the Hoosi er Democratic Club, we 
cannot act i n an ostrich-like fashion and say 
we vtill ne~:, lect to treat othe r outfits that we 
know are on a parity , wo will negl ect to put 
the eame burden on them that we are 1;0ine; to 
put upon the l;oosier Decocratic Club. The 
onl 7 justification for that , for a differentiation 
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a l one tlmt l ine , seems to be not upon the basis 
of casual inquiry com1n~ in from the Jackson 
Club and the Hoosi er Democratic Club and none 
coming in f r om the Stn te Democratic Co=ittees , 
but a justification for treatment miGht lie 
nl ong t he line s of the bad as distingui shed 
f r om the eood . At the present time , you haven ' t 
you have suspicions , but you haven ' t ~ot enoueh 
evidence to r eally tell the worl d the hoosier 
Democratic Cl•1b falln in the bad cl ass . You 
may have that as a result o~ these various 
thirl£S · :::t ~n:r be necessary that ;rou will 
even tual:.y be forced to co:::e ~orward 1:11 th :w-e 
l<'n:i o;" a petition o: tl'.e ncturc ;rou 'lave now 
to co,ryel testimon;r rron certain peopl e . As 
you consider just exactly what ;rou are going 
to do T;!.th •.he Eoosier Je::tocratic Club and just 
exactly r.hat the general l ine of ryolicy is that 
the ':"rea sui"! should he; vc with reference to 
politi cal institutions ttnt are no t at the s~e 
time social clubs , there I v:oulci. delay. 

On that . :!\.It you vtoul d not del ay in sending 
f.!r . Bowman ::::l der n 90- do.y letter? . 
l/o, I don ' t see t he excuoe for delaying it and 
I think ::: woul d disat;ree with 1.:r. Graves 1n 
snyinG t hat that would foreclose the ~hole 
issue , becau~c ~ou tnve , even if ~leer pays 
up, you still have the soosier ~cocratic Club 
to ;:la:• T:ith. I '!!Can b: that, serlously, either 
to say this thin'- is ~:orth ,:o1ng into or not 
worth c:o1ng into , depend'nc. ttpon ho" the::e 
others eO · 
\~~t I was t r ying to ao.;r was , the mer e post
poning of' the eay when :;ou ct.n cor:e to a deter 
ninnti on of these rAtters for a matter of 90 
days or nine nonLhs under ordinary procedure 

'"rUe it doc s , end my own judrment ~:ould be 
tho.t ' I IIOll l d postpone it nnd I woul d t.'li nk 
justifiab ly postpon~ it in the way to accumu
latint; "lore evioence on tl.e thine; , because 
tLa t is certainly •.he "lO~ t touchj' anzl e of 
this whol e -oroposi tion. l der !.s not the 
touchy antle. •:o 1nd1vicual who doesn ' t ray 
hi:: t a.x is a touch:; ancle . ';he 'l;nitec! States 
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Government oughtn ' t to bo affected in any way 
by that . But this issue or Ythett.or or not 
you are goinb to rule that statewide political 
organizations arc not tax exempt and therefore 
are under an obligation to fi l e these state
ments , is an issue which tho '~'reasury has 
never really faced . It has raced it in small , 
necligibl e instances . t'obod:· knot~s about the 
Jack son Club in Jlel't "ark and the :epubli can 
Club, but e ve rybod:; knows about the :;;,··o Per 
Cent Club. I t hink that is a rubicon for the 
':'rea=xn:. Either you cross it or :rou don 't 
cross it , but I think t~e ~easurJ o~t to 
thL~ very careful!~ . I an all for crossing 
it , but r think it ou..;ht to think very care
fully how it is coin£ to cross it . 

!;O\t woul d it be if we decide toni{)lt that we 
go ahead with the Eowmnn :;l dcr an&le now, g1 ve 
hit~ a 90- day letter? 

Under the r egular pt•ooodure? 

Under the re(;ular procedure. I will be back 
here on the 8 th of AI ril. v:e vtill put t h is 
question to the Hoosi e r Democratic Club, and 
put it in :Jr . Hew hampshi re Sullivan ' s ice
box where he can take it out. and look at it 
e very day. Between now and the 8th of April, 
your people , Helv~r1~, will try to clean up 
this ::c::utt thing , what we have now on hlind, 
the bank account in ::ew York. l:nve we henrd 
frotl ths. t ? 

Different thing a tr n t. :1ou already know a bout 
or l eads , I mean I wouldn ' t go out indiscrim
inately and - get all of t his thine to gether . 
Now, if betwelm now o.nd April 8 , you th1nk 
you have got sufficient evi dence that you 
want to intet•view hil:l , I have e. private tole
phone \'lire there and you can call :::e up on 
the phone and ;rou can any , ''\,ell , ?.:r . Corgen
thau, I don ' t want to wai t until the 8th of 
Apri l . t:e have (.O t enouch nor~ to interv16"t: 
Jo.r . J£cl;utt . " I don 't want you to vait on me , 
see. 

207 
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.. e l vering : I ltould like to have lha t c ecided today, be
cause just practically we have these i tems 
o.nd I think i f Mr. t.ct:ut t can explain them 
we OUGht to r ive hiln that opportunity at the 
eo.rl iest possi bl e date . 

P •• :. Jr : I can 't hear you. 

lel verlng : \':o hi' vo these certo.in items and if he can 
e:cpl air: those --

I' . ' , Jr : l:ovt lont, can :rou s tay'l 

l'a.._ill : I can stay until 5 : 01' . 

, . :r: You don ' t wc.nt to fl;" , do you? 

.. ...,ill : !lot particula~·ly . 

1 . ~ . Jr : You have c ot another ton oinutos , haven't you? 

'·o.t.lll : Don ' ~ stop on my account • 

.. , • Jr : I tho can tick tho things off , the questionabl e 
items? 

ldlverlnc : I can onl:r do it from 11 roroatlon t hat ~~s been 
handed c:e . 

Oravu : I can get a ~cl!'.o on that if you l ike , i n junt ·a 
!:'.inute . 

n.:... • .:r : 

Grav s : 

You co ret it . Eave yo\1 co~ a ncncrandun? 

':'he ::oys have cot it out here . 

Let ' s see what Ouy I not~s . 

308 

e lver.l n~, : I know o f two it,.,ms . One item - or two ot• t ht•ee 
ll~ms r elative to bank depos i ts 1n cash and 
insurance . 

r ., . ~r : He has eot two itcns of ,5 , 000 each, ha~n ' t he , 
that he depoP1 ted i1· the ban!{ 1n cash? 

• 
r.elverin& : Five thousand . 

.i . ;... Jr: You tol d me ten . Is that richt? tie has got an 
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insurance policy running to around ~120,000 
Jrulde out to his wife , tthich is paid for by 
either ' lder or - by l:;lder , running to around 
~4900 . Then he ~AS got a stoc/ brokerage 
account in C!U.cago 'flhich we have a copy of , 
and one .rear he lrJ!.de 2 , 000 and the other 
year h~ ~ade .3, 000. Is hat rif.ht? 

':.1Jat ir rit;ht , yes . 

J.nd IHI havo run into another account in !.ew 
York ·hich v·e have l)Ol a subpoena on. eut 
those arc t.he thincs "e know about , right? 
f~d fron 1 32 to ' 37 he did n~t file anJ r eturns . 
t.ll o1' these would be taxaLle. 

\,'hat. Guy vonntc :•ou to oay is - just as ooon 1>.11 
• hnvt1 t;ot all I need, then J. •.ould like to be 
authorized b• you to contact l~r . i cliutt and 1nter
vi .~w hil'l , the sooner the better, isn't that 
r i e;ht , Guy , and not 110.it until you c01:1e bo.clc? 

Do you re co.· .. end tho. t ~ 

Yes , I reco~end it . 

Do )"01 reC0"'"10nd it? 

Ye~ , sir. 

Let's so.y j\lst as soon ao you • \·e g o t the thint"a 
tocether on these iteno , I 11ould interview hin. 

I will ho.va to get furtl er information about there 
two or three items. 

I th1nJ.: vou have cot cvel•Jtr.ing, unless there is 
soneth~ng they have £Olin the -ank of .ew York. 
~ey r~ve bot ~10,000 of cash deposits , his life 
insurance polic>, h 1s stock e~change account 1n 
C.~ica~o . ~ose are all do~ntary evidences , 
o. thouoand dollars on speecres . :hnt doesn ' t 
ar~\lnt to anything. But those o.re the tbinta -
and the fact he did not no.ke nny rett~ 1n 
132 or 1 37 . 

I report my speeches . 
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H.:'. Jr : ~>nybody adv ises me he is a t ax-e x ernpt insti tution. 

I Vli l l t ell you wha t I ticked off . Two items 

ora vee : 

.... . . Jr : 

/lro.ves : 

E. l , Jr: 

at f ive t housand ea ch . Hi s life ins urance policy 
made out to the estn te or his wi fe , premiUlll , 
~4900; a stock exchanso account in Chi cago , one 
year , ~2,000 profit and one year, ts,ooo profit . 

Roughl y . 

And an undiscl osed, yet , account in !low vork whl.ch 
we don ' t know about . 

~t is ri(;ht . 

Anyth!!lf else? An,; n thouscr.d dollars or. speec!'les . 

Grcveo : And then invested '3::,00 in a ner.spaper at iort 
.. :ayne , Indiana , r d he brought bacCr. with him 
from the Fhilippinoo 25 , 000 as an opening account , 
as ! unr'erstand it , of the " i!cliutt for fresidont 
Club" 1n Indiana and the condit i on was that that 
was received by him in connideration of his tunding 
to further leeiolation in this country fo.vorable 
to people in the rh1lipp1no s . 

!.!' • .:r : ':'hat , plus the 1 eTI Vork thint, and ; e have no 
othe1· leads , have vte? 

.olc7: '£his i s the first time we have heard anything 
of t!:.is • 

.... • Jr: It is? 

'oley: Sure it is . 

I • • • Jr : \/onderf'ul . 

Helvo1·1nc : I haven 't hoard anythin~, of thnt l ast one . 

Craves : '11at 

Sullivan : That clicks •lith you, that last one . 

".elver1nr,: lo"hich? 

Sullivan: That l ast ite~ c l icks r.itb you. 
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Helvering: v2u , OOO? 

ullivan: Yes . I don ' t mean the nmount , but wasn ' t he 
hera on some l~gislative business? 

Graves : Yes , he "as . 

!:clvering: He y;as here . I d:.dn • t knCiw l~e cot any 'lloney 
for it. I thoucht he v:nn doinc tbat e.s a 
Philipplne representative . 

} ••.. • Jl'" : I will decide here now unlene so:nebody shouts , 
th& t jus 1. as soon as you cnn tie these thincs 
together , he is to be interviewed. 

' .- lve ring : I thinl: that is onl~· fair to bin • 

. • .;r: "lut then •:e atop ever:rthing else. ~:e pull oll 
t h ese threads toge th or and in torv1ew hi."l . 
l'r . 'lowman '.ldor s ets the 90- day letter and 
1-'r . cr.-enloe - :~hen ~~o•1 c ot that stu!'£ toeether 
:ron oencl lt over to tile ·,opau•tment or .Justice 
for a rulinr; if it is criminal or civil and 
on the advice of Chie f Lc.nd1 s , v:e take anothe r 
look at tho De!llOcr a tic Club. 

elv<:rine : rovt , thAt is - I asked :Jea.'l Lnndis a quosotion --

. • .Jr : wccuse r.te . • y;s.nt ;;ou to know that the only 
can I know or that addresses TIIJI:!Iany liall Clubs 
1n J:ow York is Counselor !:Oeill. vou didn ' t 
know thnt , e1!d .1ou? 

, oley: I nevc.l' hoard it. 

f.L .Jr: 

!.a:,ill : 

, .. , . Jr : 

•·ne ill : 

You know darn well . ~ow much did you ~:et 1'or 
the cpeech? 

:didn ' t t;et a dice for 'he speech. 

All richt . 

\•hat was that? Fe was an insurgent, thn t fel l ow . 
llut thnt is - n e ver mind. 
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r . t· . Jr: 

hel ve rinr.. : 

n . ~.· . Jr : 

J:el vering: 

:; . ~ . Jr : 

Grav(IO : 

l'elve r1flL : 

!I. l . Jr: 

- 97 -

!<i tht I clear just one more point , L.r . Secre
tary? 

You have got 3! minutes to l e 1. this 1'ellow go . 

I woul d j ust like - vonn, 11' :rou v:ere in my 
place and this request had boon r-e.de of you 
for e. rul ing, did I understand you to say you 
wouldn 1 t !:lake tl.e ruling or you would cake 1.he 
rul :ns and take tine to inv~stir..ate --

!:o, I would hesitate to t:al·o t ho rulln<; even 
at the present t~e . I don ' t see tr~t there 
is pressing need for that rul1nL. I &hir~ 
that is a very curious ruling which you are 
called upon to !".aka , and althouch ! think it 
is a c l ear one . I don ' t think there can be 
a question about tho clearness of it . 

Of course , these other Clubs - I don ' t know -
I onl y know or one or t~:o to my own personal 
kno\lledr e . 'aley didn 1 t anoume any evidence 
like thi s doec , but th~re wasn ' t any question 
about it ,-lhen it ce.:ne do,·m to rtaking e. rul1ne 
U at the!· ~eren' t exe:nrt and required to file 
returns . In :nany of tho·e ca:~es , and this 
one particularly I i'noTl all about, : t'hir.k 
when they £Ot t heir evidence all 1n ~~d they 
t;ore taxable , :ct u ·.e. made a statement s.'loTlill8 
t.hoy had £Otlen so r.ruch t10ney and they had spent 
so r;uch for the:~e ..,urposes and the hel p t.hey 
had to h ire in the o!rice ate it a l l up and 
therefore there was no to.;. . !:ow, in t.>t is 
club, 'if these itens ohow that all but ,..117 , 000 
can oe sho~m as expcnseo , and I unders tand it 

cnn - -

~at is right . 

And they say that ,.117 , 000 went to :·r . :; l der . 
They have accounted for their coney . 

Guy, as long as Jim Landis a sks to wait , what 
I ''ould li.ko to do ls n:al-:e an appointment now 

: 12 
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raeill : 

Lanni s : 

P. . ! . Jr : 

. • • . Jr: 

Graves : 

l: .r . Jr : 

!}raves : 

1 oene:' : 

~ •, • Jr : 

,:ooncy : 

r • • • Jr : 

l.oono:; : 

lotz : 

"" · ~ . Jr : 

llol vu rin._: 

- ')8 -

with these peopl e for the 
Thur11day v:hen I am back. 
'<'hursday that is beat? 

first \lednesday or 
Is it •·:ednesday or 

Friday is better than either one . 

Priday is practically the only day for me . 

1'hen let ' s say that on Friday, April 12, we 
will neet ar;ain at 1: 00 o ' clock . 

~t is all right . 

213 

And v·e will report to you Lentlel"len at that tilne 
>:hn t we h.a ve done , where we are , and l;e..-:- Hnmp!"hire 
Sullivan wi l l have nnde a compl ete study, et cetera 
and so forth, and in the nonntilne , we ~Ave got -
are you perfectly happy ? 

Yes . 

Satisfied? 

Yes. 

lloone:T, 0 . K. ? 

Certainl:,r . 

Satisfied? 

'"'cs, sir. 

Think this is all ~ieht? 

Yes . 

I am satisfied. 

Uef1ni tely. 

I think it is a good day ' s work. 

';hen r.e proceed with tho 90-day let ter to BowmM 
Elder, we either recoii'.Mend a prosecution or assess 
a tax, we delay the advi ce of the Club as t o 
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vhether they are t~Uable or not, draw these 
things together and have some man whom !!r . Graves 
ond I des i gnate 

1 , ! . Jr: ·~t 1s r1Qht . 

1 cl Vt rint, : .. .. interview Hr. ! cNutt as soon as possible. 
Does that cover it? 

H. ' , Jr : -ntirely, o. r. ., that 1s a oood day ' s work. 
'!hank you all , 
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''arch 19 , 1940 

• .1~0' 'f.l!!)U:I !"O'l TE'.: SEC!l..;TA !IT: 

F'olloTiine is a sutllllllry of t!le record rela t1 ve to the 

'.nq\\iry into the taxable stat,~s of the •toosi e r Democratic 

Club : 

( 1) On rov,m',e r 7 , 1938 , 'ion . JIU!Ics \1 . 
l'or,.is , As~irto.nt Attorney General , ~'o r the 
Attorney General , addreosed a lett r to the 
r.or • ..,i:;sior.r r o<' Internal "tevenue , referring 
to h1rl for a propriate action o eon::~nnl~atlon 
which the Department of Justice hr.d r<~coived 
f ron one Geor~e n. Jef~ey, ?elative to 
charees of possi ble tax evasion by th~ hoosi e r 
Democratic Club. 

(2) Tho Commissioner bad himself received 
a similar lette1• d irect from Jeffrey, and, on 
October 20, 1938 , had , throubh ~he Chief of the 
Intellicence Unit , referr ed this Matter for in
vestigation to l.r . A. P. !:S.dden, Special Agent 
1n Charce , Chicaco Division. o:S.dden assigned 
the case for •nvestigation to SFec'al Ac;ent :;: . 
!:. \'au&(m. 

( :3) During !lovember, 19:38 , Special Acent 
'/aue;hn interviewed Po•nnan El der , '~'rensurer of 
tho Club , with a vie VI to e l ici tine information 
necessar y to a determination of the taxabl e 
status of the orranizntion . 

(4) On rovmber :30, 1938, ~: lder addressed a 
co=uni.Clition to rpecial At;ent ''auchn, givinc 
rc:otain i!' ''o l""at ion asked b!" "aurh, and stating 
, rounf.s upon which the Club clai.,od e emption 
fron taxation. 

( 5) On December 2 , 19:38 , Specio.l Acent 1'auglul 
trensmi tted ~"l•l or ' 3 communi cation to the ilureau of 
Internal Revenue at \lashinet;on vt i th the request 
that on tho basis of the facts submitted the Bureau 
make a rulinc ao to the taxable status of the Club. 

( 5 ) On January 1:3, 19:39 , the Jureuu addre s sed 
a let ter to the Cl ub , calline upon it for certain 
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suppl emental informati on concerning the Cl ub ' s 
activities and finances , 

(7) On Pebruary 6 , 1939, Elder , in r esponse 
to this request , transmitt ed to ~he ~eau a sworn 
stat~ent concerning the scope of the Club ' s act i vi
ties , i1corporatin~ tabul ar stateQents of receipts 
and expenditu.ros . 

(0) Since that time , an invest1cat1on by off1-
r.ors of the Puroau of Internal ~evenuo has been pro
ceeding , to recure accurnte information regarding 
the Club ' s rece1pta and expenditures and to verify 
th(' s tatemontll r.lllde by El der with a view to secur
int a tax- exempt status for the Club . 

':ho rendinc 1nvosti cntion has developed, beyond 6 doubt , 

thnt the stat~onts ~iled by Elder with the ~ureau, under 

o• 1 , "·ere ral~e and .,. slead~. l:o:-eover , .• l der has con-

:, t~ntly refused to disclose the inforrnati on which is 

essential to a de t ermination of the question raised by 

Joffroy and subseq\lont.ly referl'ed to the Lureau by the De

pu:-tment of Jw tice , as above stated . The petition fo r a 

court order now under consideration is for the p>U'pose of 

co~pelllng El der to supply this information. 

OMVJ·:S . 

' 
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The Honorable Henry J. Morgentb&u, Jr., 
Seoret&ry ot the Treasury, 
Treasury Building, 
lfaa~on, D. C. 

HY dear 11r. Seoret&ry, 

lbclose herrrl th copies 

ll&roh 21 , 19.0 

ot memoranda whioh I received t r om llr. A. B. Baeei , 
h-om Hongkong, China, addreeeed to H. E. lolinister 
Chang Kia.-Ngau, dated January 10, February 6, 9, 
and 12, reapeotively. 

Very trul y youre , 

JLKsLR 

Bnoa. (9) 

-
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e.;:. llin1•ter cMt>, 11&-!f,.eu 

W1:t"l reter•nce t .. o l~ oont.e~l"t".._ ~JrC!~~~~~ of fort.y l)1clc up 

unit~~:: ~o ~lAsal "'led , e.n-1 twenty wreok:er1, li111l•d under tabul,.t.ion of 

M•l , ,,.olrlc~Uon UBl - TS ond T9 B1do 875 on~ 876 reo peot iV'Olv , of 

lln\v~tr~tnl Trndtnr Corr-c)t-ation , th"l"''l aoom1 to 'be oons1derAbl & oonfuslt'ln• 

~r t"'.- !')\,.)"up unit.! 1\"tte,., the Jo.-1 An.tolttrflt.ion ; wh.ioh , in 

th1111 "'"'' 11 _. ,_111u~tt t-o be ttae fl'l'>rovtd untt, ltf!t. the 1-t.on Pi('Jc up , 

.. t•h •~rets t·,ne bod;y , 96 x M x 19. 17 on 1?.2" •heel be!e chauh 

~·~ w4t.h th- 85 a.p. 8ftf"il'le . 

"""- t_,.nty wr-ol:et'.s 1 hlt110., 111r• ~,...,..lft"" with t.h~ fl..."(''Or'tta tvw 

rf ""~ 1U"~ boH•a within c-hl.eh is to be WOltnted • orane . Body -:nee tal 

~"I"'V\••4: t.~·,• 1 1"'10\.:mted on li ton chua h ot 1~4· wheel baoe , &lso 

pcllft,..d with tht 85 lf . p . on~ln• · 

llr. T. K. Chto ' • letter of tranonltt~1 of,!..., . 4th, 1!140 with 

t~~t.t.•"l'\"""'1'\t.ll 1 
a t r-!n.,- for OOIIII'Ant on t.he 8\lbjfl!n\.1 i.nn\udes & eOI':IV of hltt 

1 tt r to, . o . gttn aanrovi.n,.. the aelont.ion or 11i"Ct.y 1 ?or-:1 ptq:oel Bodied 

1~4" wh •-.1 ""'-•• unit. a 'DCIIIJ,.rod wi• h t.h., ~0 M. P . motor: which Y tt "-""uM 

h• "' 'r"-r' to b'- th• •os• ---roint' f!.M 1 tn ~tl"'h h,. aekc t.hst t.hev b8 

r"': .. ~h._.,.,. "'t. 11 ,000 1'"'014 eo=nlet.e . 

lt 1 ... ('Ill,,.. unctersta.•r:Un'"' thllt t .. oM ,.\nlllll 'lnt.•fltlon to aecure 

~l'to•• nlolc un u:n1ta equi.pt with eRre•• bod\ea wu tor the us4 ot the 

rtt•h ,, 'l:uf""U ' • enrin~ers tor ua~ 11'1. o&rryln~" tool! equit'-nt. ~.,!'\ mn 

on t h-. 18V!I)r"'l sectlon•l rH v\siont• 

'fln'r'}" nf t.h}!l t .,.pe ntquir .. ,. V"fY l1tt}4 ft.r.fi\JMtlAter\ mlen""" 1\S it 

!"4nreaent.a mnv aho..-t runs and lonr trt."n"in, ned o.-1111 . 

tt ~'""' "'"rn orerloualy '"""""e•tet!l th~ tor th1a •or~ t 'Mt the 

--~·•rol~t• nwn~d ~v th• S&eehw~ l~n'"'~' •~"tn1etr•t'on 1 •hl~h wer~ 

""""' R~lfk'l:n111t.e ~roro tt';e ~~r"''"IJ t.t~ Yero ;N~t·~~~~--~ 1 lJII'l r"'bullt snd 

-,,rnhh.ti wlth ll1'~~t.\l,bl,. boc;H•t~~ ~~.nd t'l"'!liJ 01',.,. l(lo tto.,. Fi-'--r ~,~~fll.'t 

w')tr, t.~ Wt'l'''"' ... .,.Qll'\"-,ly l-t!r" ... \.4 tM t'tJO ~r ~ ,... •• i~"OUI<f l'T'f)"'\ t~-~ 

•t~h rrt .. tio~lly no other 1n1"!Ut,_'1t lhfln U r ~~"' l•• r•Qn1•tt1 • 
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It lt 1.• tou:cd t hat an lnsurflclont nu!Ober or tl••• Chevrol•ts 

art av-Ai lable to oof!'l"'lete the forty neo•••"-rv nil"tk uo unit"" , then the 

ono ton Jl'ord ChSisla With OJtPre81 boc!y , which wo tool 1.o quito 

~oco!)toblo tor t hia work, could be I>Urohaoed to Mko uo tho dof'tolonoy . 

It thh ehould be the oaae ; which we oonaider unlikely , due to 

the tact that Saoo!rn.n K"nngo1 Hot• o..,r SOO ot those unlts , "" abo 

•urrtat that under t his oir cu•tance , theat pt~k UJ) units be ourchasetl 

t'roo tM atoclca at. Honeo lonr 1rhort thev C"'IUll'\ be ,.eoure-t at tl nr-tce 

below t.hl.t tor &nY new ourohuta troD A.aerSM . fMetJ Jpooltlo unJt! 

oro •·.,. t.ote \lodol 1939 - "~!.~" R. P . l'ordo end ,..,.lloble tor ~late 

""1 sv~ rv · 

Ae to the l'l'l'enty wre:cke rt oont ot:')h.tod , tt would in the ~se ot 

tho Pt.nel hodlos be l liiDoas lblo to mount thereon • """okl.nr crane of 

•ny type . In addit ion we o~not rsoonoil~ the pur ooee tor which 

•reckera woulrl ho purohAe&d by tho Bu"""U or Hi,.lnravs or the Bureeu 

o" Rl,.l'rry Tnmaport.t.tion exo&ot. to tumlah t. re:n.eoort.at.ion a~noles 

1rlth tao! HUe• tor aervicl.nr dto•bld equlp""'ftt • llo,..ver on thi.JI 

tcof't" o-an,ot. helr but. t Hl t.br\t. all t.r'4'-"•nortation aren~iee •~ 

Nlt"'n•t'ble to .. •l.nt.alnlnr; t:aOn ... t.lwotlr ••ntc~ ~tD1 ,..l:lt.eDMic

•"'1\.,~t. .. taoilitle.s to .. s&lvl\.-lnr- t.hftlr o-n dt•sbl•d unit.s • 

.. 1t.h further ret~,~nce t o the torero1n..-, your lfttt.er ot &-e•rj)ftr 

12th wl t.h 1\t.taohed list. ot Bl~trwtly P\IT"i""U ~unrtl1.e' tor dbt.T"ibution, 

ISXf'rGI~tlv 1nt1Jrred : t he.t t hes& 60 unite were tn fitliphon~ t~nd not on tho 

('lronoeo'i l)ur chaao li"t ot o . '! . t: . nne'S aub.1t1f':t to your a-pnrovv.l . 

319 

Wo call your atten-tion to t.he•~ d1~nNJ)~no1.,. 1n t.Ma intP~ott. or 
no.,.. "•'J.ntt.e •.n"' t'flli"lbl~ tnrormtlon in the t\Jt.ure ~ lht¢ neit.lwr or 

u~ •v be al•led tnto a r9CO_..n .. "•ton f>o,. O'lr~h,.••- t"t'l;t a~ eo-1'-hnd 

•uPf"rt'l·aoue . 

!J . <' . ~,.~Mn 
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Ad,juot1110nt ot Ro~d BuUdinr. 1/aohinory Aoqulre1110nt 

<Juboequont to t he rece l !'l or tho ottoohod oo-.nloMion fro" 

ttn\verltt.l Tr,vHI'\.- CoJ"i"'ors.tion with ret~~trenot to the •ubject •tt or, 

a 411cntl~\on n...e ~ld with V.r. C . L. T•e, ,uporthln,. !nrl.neer,. 

~u,..ou of Rirhnvo , ond l ater, with both Jlr , Lot OM )lr . t . r; . Chao , 

Dlrector-Oenoral ot Bure'lu ot Birhw•Y•• l contlr¥t.1on o! tbe 

oon.entut ot ou1n1on and. deolaions reached 1a af; toll01ra: 

Tho ori~nal ootllo&t.d requlro100nto, eonoldor the Qlehlruory 

alcno end the appoprlt.tion tor the total uount wo.a oredloated 

th.orton, 1na-or1nr both cost itecs or tr-t.naC'Io!"t.o.t1on and ef."< re parte . 

In ad~1tton thereto , tho substitution or & more aultable dev\no 

under ttoo No . 3 aleo contributed to~r41 a eubetantl&l increaFe . 

'lolrovor it 1a telt thllt t hll add it loMl utillt)f value of thlo unit 

woul~ 1u•tlfy the •1d1t1onal ooot . 

In p,...terenoe to (Hf't lv redutol.nr tlw ruaber o r eli.c1netln~ 

&JtYOI"le t,-,. of equl:n::~e:nt. aM or utlU,tnr u •' """•t ed 1n tbe 

UnlYertal r-1\ble , the unus'd port.1on ot the &1tto~bllo •f"''re 1"'-&rt.! 

&l'"'ro~r1•t.1on, u. wae telt t~t • reducstion 1n each ola!i! or eQu!.TIO('Int 

wit hin a lo~lcl'\l "ba l t.nt;e wa1- advt~a'blt un11'\r the ct 1'"("'1""15t"ll'C"" to 

ollml~•te tho ~ossibility ot protroote~ ~•layo . 

Th. tollowin~ tabul llt.io.n set• rnrth our un-!erstandlru· in 

tinollolnr thia subject .atter: 
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'!'o~al Eaol! !:o.cl! Tot.d -
26 ,000 - 2 ,500 No • 1- 10 Ada""' Tra~or or !quinl&nt. 

Into n>&t 1ona1 e4 I!. P. Crade r - - 2 ,795 27 ,960 

16 ,000 - 1,600 No . 2-10 AdMS Ylo~d )l--.1nt.f\1ner or Eqniv . 

So"" }'O • 62 -M·------------- 787 7 , P:IO 

20 ,000 - 2 ,000 

C•t~,.,u hr T<>n~e• ----------- 4 ,13E 41 ,380 

40, 000 - 2 , 000 io• 4.- 20 ~ono GrMttlf'tort 

! """ Port.ob1• (Cahrolll~r """er9d) 
2,315 ·~ ,300 

·~~ ,ooo - 3 , 000 

Galleon Di<ol 5 to 8 ton ------- z,qea 69 ,380 

l AO ,OOO 182 , 840 

21 , 540 

~l ,009 

236 ,M9 

Po · 1- 9 1Dtoro•~lon~1 Troo~oro ---------- 2,795 25 ,156 

181 7 ,oa:s 

No• 3-4 ca~erpll1•r Mo~or OrAie r ------- - - 4 , 136 16 ,544 

llo . 4- 12 Iowa St.o'\e CrusMro ------------ 2 , 315 21 ,7~ 

No . S-13 Galleon Rollor• 5 to ~ ton ------- 2 ,968 38,684 

" 

116,146 

14 ,600 

21 , 500 

151 ,14~ 

t~ t.ot-41 while ap'Qro:s:irato ., Mr-H.• o• " !'ltJ~'t1J'lt.!on .,.1th1D t.h& 

a!IO'\Iftt of .tA , Ft;.t, wh\~h ahoulrt rtJ""~., tl'!e ll'tl"tul\l tot.•l., re~!.oinr wit~h, 

lr · "" · ~ -
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COPr 

OLT IIIJUSTRI' 01' COl!llU!JlCAT 1018 OIIUIIGltiNO 

Rl'll"BKqiJIO PURCHASE ROAD IWlBih'l':l?! Dlrl'IJON IIA!lE 0!1 ~LLO'IiiNO 

11•1('&:, Al:D TYPES CM.".'lER TRACTOR JJITvJUIATIOI'~L 841!P DI"''"!L 

6~ tN:B 0't1G3 DOLlARS 2 , 795 . 'IIJ!EEL TRACTOR T:m:RII•TtOI'.AL 

68 RP DIJ"S'IL OO~l!S 2.125 ADVISE TRICK nn I'RH"'W!LB I!AJ:liT!Il\BR 

A!)AI(S \Vli">R 82 DOL!A.'lS 7!f7 DI"''SL !JJTOR ORADJ>.~ C.Uil!PILLlR 

46 llP TAIIDilll DRIYS !BAO= !"llfT ~ DOLL\1!1 4ol36 !ORT.t.i!LB 

,TO•"R CRI!'l!f'R IO/!A liAII1ll'ACT1l'!IT.O CO 9 B'f 18 ID:P.!!S 9 CUBIC 

'"'"q P'R !llUR T!!Fe"" Qll\'I'I'!R T!ICH '-Rt8f!E1l STOll!! WITl! CATSRPILU.R 

DT"''n !DLIAR:'I 2 . 3t 5 R:>LLl'!! GULOII DT'Ml!L 6 "0 8 TO~'S TA~ 

'ITA'HDARD •1 ~TRIO STARTER DOL!.'R:'I 2 . 988 ALL D'!!LIVIRI&S NOT 

101\!l TIIAN FlV>' WEEKS UL SUJID\RD UliJT'l COIIPL81"' WITH RRGUVJl 

~UIP"1!tr ACC,.,'lORil!S IJII) SPARBP\RTS APP'lOXIJ.:ATiL !DLLARS 

2lo&40 FRKIOI!l' IX)L!.\_'lS H . 009 TOTAL DOLUR:'I 2~6.380 BXCEBDUIG 

APMOPRIATJON BY DOLLARS 85. 380 SPAU. '0 !!''!lOCI J>'U'i'"!l 0!' lllll'l'S 

OR n,1' DOLLA"S 88o000 TE! O~'US'!l !OilTIOII OP' AOTO!'OUlZ 'll'f.!!! 

PART'! A!'l'I)PRL\TIO!i CA!LB INSTqlJ'':'IO!l'l 'O'IItnliSAL 

c hlln.k in& 

hb. St h , 1940 
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With particular alam 11e viow tha J>rooent litu•Uon with 

rotorencc to the ohorto.o:e ot l!otor P'Uol ond Lubricant atocks 1n 

rree Ch1na., and real that an Mner t o thb ~ltutltion h one of 

h:ml41tt.to concern. The rerul 1.tione aurround1nr the procureunt or 

,.,t.roltuc oroduote ha.a in no way alevbted th• aoarc\ty and the 

Aat.rl,tions imposed upon those • who are :no lilt co""~tent. to M.ndle 

Or~nhl\ltons; •hos !or veara, lwt.Tt eetabltthed wsva .m. mana 

troo mvo,.,nt ot th! a ••••nt1ol co,..,.,l<tv 1o wrapped . E•peciall;r •lth 

wtrorenoo to oz:ilar goes pl!tced on l'otor G-•ol1ne in the p4"'lt. 

Quota• th•t have been eotabliohod; tor tho R-il fooilitios 

fLVtil'~tble, hl\ve sttldom been r&'\Qhe4 and the r.etrlctad use or the 

Hi~hJrtrlva h."'ts add8d to the eontua1on "ll\'1 aoar.oity . 

T .. • 10 C"'ll&i .. black mrket• pr"iMI hl•e no doubt. found their 

nroc\11"011!!nt of suppli~• vi tt. n~ ohanneh. 

Pr1vt~tte em.e~ri~~ "\1't'f if!1t1•t.1"Ve 4,. •tif't'l~t"' t.hru thf'! t-!t.rt'hrt .. 

Dlncstt u"On ita ability to quickly f'Utl,.t!ot\ ln r"'\t.t~r!t or v!ttll "'on"!ern 

to lt~ ~, rtioul~r ~pe~i~ll~~tlon , 1• in~xou~•hle . The thou!~ds ot 

ot aurh tl situation ex-1sttnr• 

!he IXA~le ot we.itinc- !'or O. T.C . f"'t ~11r •,. (\f' tt"'U1Shirtred lo 

Bu.-- , r•U1e r t.l-..an eelrinr tt·.e o· ~rt\o:St.y .. o ob•e.h"~ my tll'ld 11\ll 
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In order t o tusure a rt"e&ter •olv• an4 t. mon reli.lkble aerYlo. 

of' I'I.I~""'Dly , it ia aur,.ested t hat the oatt~bl14!htt4 petroleut!l l:ft.rlcet.e-ra 

1n Chin• , be pe rmitted to exeroi•o their lnltiotivo end utilbe their 

experS~~tnoed ata tts e.nd oconoe~ioal ty1 to11 or dbt.r1bt1t lon , to l&y down 

at-oolca ot Fu~tl &nd Lubricant~ , t hrourha,,t lh,.,l r tMrlcet in,. terr1tor\es 

tn quflntlt he , b•ajllld on e. olan which thev eonai~~r wlll be st aath.ty 

a unitorritv or dhtribut.lon &:11:1 ..,tiol""hd dnaDd . 

y,...,,,,,>rtatlon ohoill be CA4e anllablo t o the" either t hru 

C .T .~ . or their choice or 9rint e contractor •t re~l~ ret ea or 

t""" should be ""n:ltted ~/or cncoura,.d to .. toblilh their """ 

,·ratem ot Trt.nsnort.&tion , be it b:n~ , wat• r or •1r , a!'l my be required 

to acco.,lbh their objectives . 

The etooks thu• bid down would •till re,.,.!n the oro,.rty of 

t.he l"'ffirket er with no e x:penae or lnvee t merrt to the Uation~l Govei"'W!!ffnt 

lnTolvod therein. SUpplies eould bo rtoul•ltloned by the N'tlono.l 

OoY~~nt ~• and when reou1~4 •~d obt~lne~ 1~d1Atelv -lther 

t.hru t~ Fuel Control Co.r:a1-.s1on or ill ronv otMr &X"'OL't41ent. I!Nme r 

t"ro.., ,tock-1 on h-"\Dd • 

thlt'" fore,.oln,. ia nt.t f"!Lrtleul"r nteN"noe t o ~ c~led tr"*e 

et ook"' """' doe• :1ot in my • •v NftJor to !'\t-eh&t~~ee tor C!vtl or"lltl1t'-ry 

bo,Uee ar~"' lntt toroifP loans <IJ,loh •• 0 . T .~ .ete . 

Rer>obtiorut b)/ tho I'Uel Control Ooei .. lon ohould bo 'rlthin 

the •cop• ot r rov1.d1nr tor a r~in1!'1'1'l"' volull'l" that l!!Ut!t be irr.rortnd 

t.hru ftZr:( .taaUlt, e.vall.!lble and. altto pro•idf!l, t.h•·t "11 Petroleu..=; 

rroduote •re eub:1eot. to dherl!ll on to OOnrnMnt uae, when~v-er or 

wh•,...•tr ,eld by supnlier a_nd t.l-> t. "'" '"'••ntory o"' "toclr~ !.l\-.1 1 at 

"11 t.i~t be "2.d~ to the Cor-i•••on t-o tn,.lud,. ... ,.,.•ir+• ••d dbburs~

:.-nt.a &n~ to no~ tt:'!! <dhbu1"'~·l"'t'nt<~~ ,,...... ;f!.,_ . P...- 4!.•; ""'nt .. ,.. .... ~lwl 

• ., to t.h-tr l e•u .. ,.-e , be••d o:::. -o~l I"" •r•-·~· ~- ""'J"' .. ,._.~, 

•hould ._~obtained fro~ t.'- oo-ha!on '"or • t-"JJ \.•su~tr:("~ o! ?uel , 
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_.,_~t',"'t.1onfl or ere,., e J'!ot. 1n reeeirt ot, mlnir"t~ ~~w•r.---rnl! , 

• llo~ftt!cns cr quot es . 

t ... .- run~t.iol"'~ o!' the FUel Control Oof":!!"ht~!n' , ~\It r errovee a burden 

t~r """"fiOnllllihl lit.y from t hAt bo~y , tn tret. it ••~l!".ee; within r""Atcn , 

t 'h• t f~e l t.OI"lk~t of !"''to .. fu~l will be .. .,.,_i lfll'b le ~t interior pointe 1 

Th- '''1"ket..or on t!'r- ('tl'!• ........ ~~, "• -·lte•~~~ of PI!"'"·~ vallf'Y 

.-.-,_~. •rAi ,.-n pref*Mt tor ant.1('1"'""te4 Nqul"n!nte , 1n a ..-t."l"'tdy 

in volutt,o t.hru e.nv port. of' errt.t;; coul~ roro qu1ck"lv be o.ccocrsll"i"ed , 

)),· •n orr.(lnlzl'ltion I'll rea~, rnn("tiontn,, t hl\n """tttblt~~;hinn a. new 

a co•t ~1tterf'nt1•1 eee~et. t.o tt71--t en h'•tr"'t ~rc-r Rani;C)On 'to 

lu=•1nr 'Vt rt"" ""t-Pt~tt. troa Eo.1phon~ to IAtthlo . This ro1nt 1'!'Culd 

ueed • ~ared on tre adv~nta~ 
• 

o1thor l'Orl or eut.ry would be reor:'dl~'te4 natur,.ll.y . fhu~ an oryenlt.ed 
• 

rtfNle.r mov~t"rnt , ragot"dlos r, or vol\Jr'l , woHld be 1n errect. and any 

tudd.cn ad.ventare or ct~~ 1n co,.vlit.~ont prn•.-Jlin~, woul d rPI'1••tre 

only an or~~~'~rlv lncre&fe in , .. t.~vlty or M oxl•ti.n"' 1111ervlce ot tuf!Ply , 
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o'!" t~~,tn"lv vh. Bur~ ~• the ~"t. relt,.ble .,_flU\" or obt~ininr-

untrterrul"t.ed. t!O\'el'!""'nt of Puol ~'r" l•4ktorinla tor th• conduct ot 

hootll lt!oo . Any dependence u~on tho turt~r use or the r aU..ay 

t.tove t.aok•i tor the dei!IMtch or ~t.,ri" h con• \dared oontrs.band; 

'or t.h~ J'reaent at leaat. , sec:. t'Ut.Sle . Cont.lr!.u,.d interrortions t h.ru 

rurU"r uoaulta a ... ln<t. tH s tao!Uty a•,.ar 1Jooo\lnel1't. 

Jt Yould aetH~. lo.,.lr!Jl ~t thl• t.lq to t~~u•,.at t.hP"t. o. 1o1nt 

-'1:-ft'V M prepe.red by t.he aut.hor1&t!c! r etretontath-.u or the Plltrol.e\1!~ 

a- r}et ers r.ow eervlnf! t.ho Cent rttl ooverruv r.t. and a repreae!lt.d.ive ot 

tll1 U1nletry , to 4etendno ••v• ond n_,-.ne o!' o"t~inlnrr " tree stocks,. 

n"' 1\lt.role\lr. prod\1cts tor d1et r1~ut.1on 1n China ; t.htv the P.An~oon 

t•t~~·ry , utllbin& both t he pereonnol •nd roo!Ut!oe for d1•tr 1but1on 

or U• oupolior ond th• dd ot thio IIJ.n!•try in the t>&tte r ot th<o 

t.rf' l1tf'\Orlt t.1on r.roble12 involved , for ,. Mrt.u•l •olut1ot: of a.n 

&rrrawt1nw and s erious nroblem.. 

Ohun•l<in~ 

Feb . l?tJ, , 1940 

V:. B. s . 

/t. . r. Ba •d 

.. 
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J'tOUP !Jx:'Il:G March 21 , 19~0 
9 : SO a . n. 

Presont: 

Foley; 

l"o'hi te: 

Poley : 

l'lh1te: 

H. !I!.Jr : 

Sullivan: 

H. M. Jr: 

IJr, Haas 
Mr. Thompson 
Mr. Graves 
!Jr. Ha rri s 
Mr . Cotton 
t.lr , Viner 
r.tr , Cochran 
!Jr. Foley 
l!r . Sullivan 
Mr . Vihi t e 
Mr . Schwarz 
lolrs Klotz 

Here is a matter t he President sen t ovor for 
recommendation 1n connection with the r estoration 
of civil rignta. The man pl ead guilty to tax 
e vasion in 1930. He didn ' t serve any sentence 
and it will restore his civil rights, It has 
been recommended by the Department of Justice. 

We won yesterday 1n tho Boo.rd of Tax Appeal s , 
the Chicago St ockyards case, where there is an 
unreasonable o.ccunmla tion of surplus nnd th i s 
menns that approxi'lla tel y five or six million 
dollars will be distributed and it i s a fact 
that the Supreme Court bas hel d that on ques 
tions of fact on such 1nattors the finding of 
the Board of Tax Appeals is concl usive. 

Is that the first substanti al case? 

Yes . 

I think that ought to get a little publicit~ 1 

1n view of the controversy which was raised 
last year and in view of your statement to the 
effect that you were going to proceed along 
those lines to accomplish the objecti ve which 
the previous law was set up to do. 

Talk i t over with Chiok. 

Did you read the memorandum on the new attitude 
of the Navy on Vinaon- Trammell contracts? 

No , I cUd not, 

?"f --
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Sullivan : 

H. t4 . J r : 

Sullivan: 

Cochran : 

l:! . !~ . Jr: 

Har ris : 

- 2 -

t/ell, they have come i n and now they don't 
care t o certify, which is quite a change in 
their attitude fro~ the proposed amendment 
that t hey wanted to have conclusi ve certi
fying privileges and we would not have any 
discretion and now they are very reluctant 
and say that the t er.na in the September press 
release Ytere a mls take. I assume t ha t we 
shall ins i s t upon their certifica tion, shall 
we not? 

Oh , defini tely. 

Tho attorneys 
t h is :no rnins. 
mind . 

for Olenn Martin are coming over 
I don't know what they have i n 

The ticker just now said the Queen Cary sailed 
at 8 : 20 this mornins, they didn' t know v:her e . 

Reynaud was to have the members of the pl~s
pectivo Cabinet meet at 0 : 45 our time this 
morning. The name s haven 1 t been indica ted, 
but he was trying to g et a national Govem
ment from one side and it went quite over to 
the right . 

Silver 1n London is a little down this morning. 
It was 35 . 30 yesterday , 34. 54 this morning. 
There was just that one natter of Leroy- Beaulieu 

I have this matter about Lorey- Beaulieu and two 
Assistant Treas\\ry Attach es and he asks how 
clos e is t his t o my hoart . Well, it is not -
i t ian • t a rna tter of lif e and deeth w1 th mo . 
Is it with you? 

~o , but it is somethi ns t ha t we sooet1me ago 
thouGht mlcht be desirable to do. At that 
time I think the State Department d idn't want 
to do it. !low, the Sta t e Department seena 
to be fairly agreeable to it . I think it 
would be a good t hing . 

Well , i f the French don't want to do it on 
their own, I am certainly not going to have 
them Check this up as a major concession to 
me . 
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!le.rris: 

H. ~ . Jr: 

Cochran: 

H. M. Jr: 

Harris : 

H. !l. J r : 

Cochran : 

H . ?.~ . Jr : 

Cot t on : 

H, l£ , Jr: 

Schwarz : 

H. A.Jr: 

Schwarz : 

- :s -

All right. 

I am not going to - i t i sn 't that i mport ant. 
If they don ' t wan t to do it, okay. I mean, 
they o.re making such a mountain out of this 
thing. 

Yes , I agree there. 

Tell them I - that I ori ginally asked for it 
and I haven ' t changed my mind but if they are 
goi~ to mal<e t his thing as though they are 
doing ~e a great bi g favor , as far as I am 
concerned, they can ju!:IO 1n the Seine River, 

That woul d be "insane" , all rigllt . 

I s that all? 

Yes . 

Joe? 

I have nothing. 

Chick? 

I have canvassed, unofficially , the Military 
Affairs Comnittee o f th& House and just in the 
event you have r ead the story in the l!ash1ngt on 
Post this morning and the opinion of the Com
mittee is tha t t here is no basis for that story. 
It is rather o bvio\\S as a result , t hen, that it 
was planted with that rider which covers the 
\'lar Department as the suggestion to the Com
mittee , The Committee has no such feeling, As 
a mattor of f act, it is thinking of dropping 
t he whol e thing. 

You :neo.n of having 1:1e co:ne up? 

\/ell, dropping the whole inquiry, if you call 
it that . The story says t here were some Com
mittee men asked , but nobody has asked the 
Chail"'!lan o f either the Commit t ee or the Sub
committee to invite you. 

John !Utchell was in ye:~terday afternoon, a fter 
listening sooe time to J~r. Clapper ' s poison, and 
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H. M. Jr: 

Vi ner : 

H. :!. Jr: 

Viner : 

H. '£ . Jr: 

Viner: 

H. !.1 . Jr : 

Haas : 

H. :J. Jr : 

Harris : 

H. !J. Jr: 

Harr18 : 

H. ~.1 . Jr: 

P..arris: 

- 4 -

I talked to ~ a little bit and defensively, 
just baCkgr ound , he had so many allegations 
that I f elt i mpel l ed to s ive him some of the 
picture. 

o. K. Anything else? Will you be here for a 
day? 

Part of a day . 

Which part? 

The gr ea ter part . 

Younignt read my testimony before the CoMmittee 
on silver. 

I will. I was just tol d that --

The statist i cs are very interesting . It shows 
how much influence I have on the Bill. I will 
be seeing you durinc the day sometime . 

George , can you stay behind a minute? 

All right. 

Easil? 

'lbere was a pidce in the London paper this morn
ing, an extract, saying that t he British wero 
very interes ted i n t he amount of copper tha t 
was moving !'roo New York t o Vl.adivostock. So 
apparently they are at last gettins aware of 
that . 

There is a boat loading for Vl adivostock , I 
take it , 1n New York , Yltum 1t i t? 

Yes . 

And it was loaded with copper and they unloaded 
and I don ' t get the s ignif i cance of it. 

I don ' t either . 'lbe instructions came through 
t he Russian offi cial agency , Amtor g . 
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H. M. Jr: 

Hnrris : 

u. !·1. Jr: 

Harris : 

l'lhi te : 

H. L: . Jr: 

H.M. Jr: 

fJlite : 

H. li. Jr: 

Har r is : 

Harris: 

R .~ .Jr : 

Harris : 

- 5 -

It would be interesting if they stopped shipping 
copper entirely. 

Yes , wouldn't 1tt 

Someone thought i t might have something to do 
,.,1.th the fact tha t they were afraid the British 
were going to stop tneir vessel s and i f there 
was not copper on board they would have lees 
excuse to seize t he vessel. 

Yes . 

There is a ship being loaded With several ~illion 
dollars worth of mate rial, much of which could 
easil y be regarded as raw material, so that if 
the Bri t ish were l ooking --

Do you know the name of the boatT 

no , I don 't . The report is just on my desk. 

Well, it i s the one that they are loading now 
that they took the copper off. 

But this has a lot of thinss besides copper . 

Yes , a lot of machinery. 

They put other stuff on in its place . 

The ~een ~ry, they sai d they were going to 
clear for the Canal Zone. Then When they caoe 
in they cleared for Trinidad. They cleared 
the Mauretania for Bermuda . 

If anything more comes in while I am gone and -
Bell is here - in regard to this copper and 
shipment s to Rues1a, would you give it to him 
so he can forward it to the President, pleaaeT 

Just like yesterday, you mean. 

Yes . 

Yes . 

Anythins el set 
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Harris: 

H. Lt . Jr: 

White : 

!i. :J. Jr : 

Graves : 

H. !!. Jr : 

Gr nvos : 

H. M. Jr: 

Graves : 

H. li . Jr : 

'l'ho"lpson : 

ll. r . Jr : 

Thompson: 

H . !~ .Jr : 

Thompson: 

- 6 -

Well, could I have two minutes sometice this 
morning? I have just (;Ot t •:o small matters 
I would like to talk to you about . 

Do it right after this meeting . 

Harry'? 

Nothing. 

Harold? 

Nothing. 

You are a ll set now? 

Yes, we are proceeding. 
Indianapolis last night 
we have , 

o. K. 

Sull i van went to 
to disband this force 

\'/e are proceeding hero today with this 90- day 
letter procedure , which I think we can finish 
t h is week. Next week we will take up the 
third man. 

0 . K. 

In the reduction of the force in the Procurement 
Division, we made no exception, as you know, to 
the formula l~et . Ur. Graves and I feel , however , 
that an exception should be oade for the Vihi te 
House cripple . 

Definitely . 

We will have vacnnciea from time to ti.me 1n our 
other div1sionrs and officers in t he Departrnent 
and I t hought •:e would f ill them with some of 
these people. 

Definitely, and there is on e pe rson there that 
Congressman Daughton i s interested in. 

Yes, I have a special list, which 1ncluders 
Mis s ~CKinney, ~ . Doughten's protege . 
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H. M. Jr: 

Thompson: 

n. M. J r : 

Thompson : 

B. !.: . Jr: 

Thompson : 

H. :.l . Jr: 

Thompson : 

Harris: 

Thocpson : 

Thompson: 

- 7 -

LlcK1nney, that is the n&.l!lo , i sn • t itt 

I will watch the vacancies . Tie have three 
emergency vacancies 1n the Secret Service 
now to be fi~ed by men only on duplicating 
machine work. 

Are they over there? 

Yea . I can f ill all o f these vacancies by 
Pro cure111en t people. 

Did you want me to toll you about this purse 
snatcher? 

Would you (?irs . Klotz ) mind calling up Wrs . 
~orgenthau an~ askinc her a bout a can 1n 
Pro curEment who has helped out 1n Sel f - Help, 
and if you can get h i s name, if there i s a 
vacancy, even if it i~ a - a mimeograph man, 
is it? He succeeded in getting them 6 , 000 
pai rs of shoe s for the Self-Help cause . If 
we get his name and there is a vacancy --

This man is one of t he emergency employees 
under Llr, v:ilson, I t hink. lie Ytas appointed 
a bout 15 months ago on roco~endation of 
Ad.~1ral Peoples . He seems to have fall en by 
the wayside . 

~y I see h is pi cture? Is that tho one? 

This i s ~e second Q~ance, because nearly a 
year a go --

One of those he bold up was Houghtaling, you 
know. He got his watches . 

17ell , one or t he girls 'flhoso pocketbook he 
tried to snatch works down 1n tho A:;:.po1ntmont 
Division. 

He held up Mr. ~ouchteling? 

This is the second t imo. About six or eigbt 
months aco he d i d tho same thing. 
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!i. U. Jr : 

Tho11pson : 

H, !J. Jr: 

Thompson : 

TbO"''paon: 

'"ho,..,pson : 

!! . L: . Jr : 

'i'ho r.:p son : 

H. ' . J:-: 

Klot:: : 

H. !i. Jr : 

I: l ot: : 

"'ol ey: 

- a -

\•ell, I have nothing to do with it , It 1a 
the District police . 

Oh, yes . 

\'iha t is the matter with h im, anyway? 

\lell, I i oagine - a l'ini ster came in to pl ead 
for him l ast time . 

I think he has been p laying tl1e ponies , as I 
bear. ~e i s backing the wrong horses , I guess . 

This is his second offense and he !s defi nitely 
going to j ail. 

llo you know how we send down mail while I am 
at Sea I s l and ? 

Yes , I suseest we send 1t down by the Dining 
Car Ste~ard anll send you a te l egram to have 
the train rtet t o cet the pouch from t he 
Steward. 

!Jon 1 t bother sendi ng me a t elegram. Send 1 t 
to t he Jmn v.no 1s going to meet the train. 
This saves oe one more t el ephone call . If 
t here is any important mai l to reach :ne , you 
can get it to !!r . Thompson b;; •;hen? 

I t~ b~ 4 : 00 o ' clock. 

By 4 : 00 o ' cl ock. He can cend it do~ and I 
will get 1t the next morning, if there i s 
somethlng r eally i mportant . I expect to get 
away toniGht . I have a tel ephone down "here , 
1f it is real ly important . Anybody expecti ng 
a child or something liko tha t , to call me 
up? I am expecting you all at luncll at 1 : 00 
o ' cl ock unless you have other engagement s . 

\'.ere t hey invited? 

l'lere you all invi ted once? 

'Ibe:r da1 1 t l ook it . 

!:ever heard it . 
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Klotz I 

- 9 -

llever heard it. 

I am sorry. The lunoh is prepared but you 
didn't g ive invitations . 

I will see you now 1 Basil , and you lli th h1m, 
George . 
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.. .... "'~ · . . . 

....... : ... 
~"'"'tr'ln 
':!o111nn : 

' · 

C: 

~ . .. 

·~ · . ' - . 

·-· . . . 

-.,~ . . . . 

.. . ·· . Jr : 

" · .. 
" · ~ -

" · J . 

T~ . -. 

, .Jr : 

.. . .. . Jr : 

.... .. 

''Fllo , 

""r . Seer tr!"~"? 

• 
236 

··nrch ?1 , 1 ~t.o . 
7; l!r ,., • ., • 

... t' ou-•l - vo•1 .,, ·• t ";;o '·not· t"!1F bP~ore \'0" lt>ft , 
- ~nd r rrrct~o~ to ·~ ... ~e t•~- . 

··1-.t ··r c ... 1lr.f , •,.."' ,..f'l\~ t' -: t·r~~e ~·H'O"ll,. tt;~: ··rrC" 
··..,:-r :·•,. "":"' tn- ·:P:'r "'""'"!'e t. ...... en o··,..rJO''C~ A.t 1t . 

~' •f' " foPC1 OE'VP!' 1f' t '"OU , l'nf. that trc-lr O"lV 

re-ret t:z·s •• , •. t' "Y oou1C:n 1 t have l:C'd" "11lC"t1nr 
11l.t,.. '''l't flVP "l'rrr p•·o . 

~·-e- ··rre juflt '11··'-1 " el"t!'d o··rr 1t t>or ''1U.•tr 
tolf e t~ ~r.ll ,,", ... nt ··r . · :unt F"' t CC tl ,..t ,-nv 
t1"1eo V')l' Ponte~ · 1,.. or , n;· o~ t~e orr-"nt flltion 
to co-,. tn ; ·a rhto.,.ton t'"e" 1·ere yourr to co"1-"0~ . 

\ ' ell tr"t ' s -

'":''f!Y thou-ht thnt vnu h~ci. l'onl' e !1P:rfrct1 Y 
'"lt>rvcllo•tfl Job tll re th1e "lornt n- end 1t w·~ 
~o1n - to c l t~r the .. t.,or,.,h•re at lpest 1o ro ~ .. r 
1'1:1 trry ' rr cono~'r"lf'l' ···1 'l:h o·;.r f :r< e ntl . 

C-ood • 
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Y.h1oh ~:as the Man t i'a t er.t ct .,,. le!'t and d1d "'\OC.t 
or the talk1nt" at t"'.e bf'.,.1nn1n.-? 

~~~t vas hunt , the Pre~\~snt . 

Oh he ' s t he PrPP\dent . 

Pe ' s the President of Amer \oen A1um1num. 

I didn ' t knotr tl'at. 

And tre hiP' tel lot', the M'e:v he. 1reci. felloli io thl' 
vice- president 1n ohar~e of se1ee and tre bo:v 
tl111 t ::liT.ed 1 t U1l 1:i th Purvis is t"e 'lew Yor'~ "'lln. 

But tor Hunt who ntartr.d ott , re •s nrenlde~t. 

~e'e the Dre£1dent of t~e oo~eny, he ' ~ the bl 
shot . 

~iell that• s the nnn 1:ho 1:w1tcd "'B to co"'E' do1:n 
to Aloo. 

"'hat ' s r1f'ht . Thnt • ~ the on~ . 

Yes, :vee . 

~e' s a son-1n-le~r , I brl1t-V~> , of Davie , Ch1'1r"'~>n 
ot tb.e Board. 

"ell ! don ' t th1nl~ thl't "'•Jrv1s '"ll!de " v~r'/ I"OOd 

presentnt'.on. 

I don ' t eit'-l'r, I thin'· lt ·:11s lo•JF'I . 

Yes . I don • t t"1n!: 1 t bt-cPuse 1 t ~ode ~1'1 out 
nretty B"'all ~tptoer. . 

I think so . 

\1hpt? 

I th1nlt so too. T11ey were vt-rv much 1"1nresrod 
over thet st!' t e"'ont t hr t he oc.,e f orth '1-11 th 
toward t he last "'hen you s"ll'ted it out of h 1"1 . 

\ie ll -

!he horae tradi ng nhrae or 1t ~hey di~n•t , t "e:v 
said they bed eue~eoted t~et r1-ht alon~ nn~ th"t 
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so::-t o~ oon"1r..,.,CI C'l'"'P ?~ -'",.1r s• .. ll•'>1c1onr 11bout 
eo-.e of tl"" o-" r tllo·•co t~.at t'!oee .,eople hnve 
used. 

11ell 1 t see-.o to MP thP t hP tr!ed to "11x the t wo 
th1n~s U'> , nnd I woul~n ' t let h1~ . 

Thnt • s ::-1'>'ht . ~!o , t'11't 1 r. tr c trouble thrr o . \.'hen 
you kP">t them from .1urt•)1nr- tl"e hurdle thPre 11hy 
t hP t ru!ncd htP ">lry . 

·:ea . And 1 t """' bP tl·'e"!t.y tho•1se.nd tons o:" 1n..-ot 
t":at have 'lOtl 1n"' t o 'o • ' tloo our C'.o ... est•.c 
o1 '""" t1on . 

1\.nc tnc1dt>nt,.ll'l "0'1 '•no· , l-<> ·old ur yrrt,.r<~~" 
tr.rt ba•.1x1 te co PI' fro';l ~r1 tier "'tienr . 
It co-es o•tt •'he-·• - .. t vrrv little !'ro.., "r•.ttrh 
r:,,t.,.en,. . 

vcs . . ~!on" n t ,. , l. 

As f11r PO t"cy' rt> oonoc>rn!"d tr>e~· -ot """" · 
rt>~e,.,ber trP1r f1 ··nl'" l'"f' rl'vl'nty- :!'1V(' o•Jt 
r•ttc'l rn<' t•··rnt.:v- "1 VP cent c!o-rn t ic . 

vou 
o f 

'.le1.1 1~ rnd ;·:-en t"P A!':-t:/ :r'P1 ('PPes nn" st••ff 1'('1'!/! 

~ no•c OVF !" """O .-,r""'f"n ~O,.,Tl~~n "'00 l\p hPA t)'\e 
~"11 bn- ~~~t CO~PP do:n t~ -p . 

See? 

You 1 -oul,dn 1 t 1tPnt -e to "'1 ve vou P r1n""? 

''ot on the t . 

All rir;h t R!r . 

Don ' t - Cl',, ..,,. l'hrn t~ • n r.o,et"'1:1"' I ' ve -otto 
d ec!de . 

I ~on ' t both~r you . 
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-~· 1~ !t ' c Ju~t on r. rn 1 ~nPr. n~ ~lPneo or en-!nce 
- P lf"t• r 1r """1 lo'\t,, -t)"'t1 . 

Al, rl..,.,..t , "~"" · :1,..,1 ! " 1 '·e,.., t·~e ;p~ort>.,dr 
-oln~ t., .. on11n .-nc' "" """ ..,,t t"~?., in t'•e ..,ouch 
fOl' yon . 

ThPt 1 ~< rt.,.ht . 'lut thP l"tt"r bu~>!'!C'flr - I '1lr>nn 
the tele...,hone in oo"lrth1n<" tl•l't •rou ' ve '\'Ot to 
need "1:" hel•' Pnd I ' " "lO!'I' then ;;1ll1nl" to v t ve i t . 

! se~> . 

0 .• . . 
\11 ri"''t rir, 1''11 I ho.,f' ~·ou 1-!Pve ll vr:r.:• T)lN?.nen":: 
.,.,..1"') . 

I' li':ed the .,e,.t1'1"" Pnc' T t'1o•;-'•t it .. ps A :-ood 
<1E'"t1nr- . 

Or t t w• R "'or-eouo . 

Gor-eo•Js . 

Becr>'lEe vell • .lnrt l\.1<'1'1 ' ":: 11':e t!:c W:>'r P.;rvie 
hrnc'led ~1-rel~ . 

''ell i t ;ay be a ::'orel'll!l!lf'" op ~ lot o~ othe r ' denln . 

O. K. 

All r1:>i'!t sir . 

':'hrnl: you sir. C'-oo<'lb1fe . 

Regraded Uclassified



~-. _.. . Jr : 
Senr ~.,r 
"1n<' : 

·· · ·' . ,.'"r : 

·· : •. Jr : 

, . . . 

., . 

.. . .. . Jr: 

. , . 

. , . 

34U 
"~rc'l ?1 , l"ho. 
c:;; : nn .., • ...., . 

Pello . 

Sorry to ~o~h~r you ~Y ~r~r ~r• end , t~iF 1& 
SC'lP t'lr l<in~. 

You never ol'n bntnn• .,,. . 

I 1 ve hPc! P cold for ... onr or five days Pnd the c'lootor 
!'1ede "'P. stl' :v 1n . 1 ... '1Y roPdl'OO'"I , I I., <r01n- to 1"1)\. o•Jt 
to'llorro··· . ! 1 - (I l!tt1p b•t ~1 r t•1rbec , T)ll:rt'\on 
""'(" ~or -rf"ntblir. Y0'1, (!("'OUt ._,:p ection or t\~(' 
co •.,t+tee on -•,. rr~erl Ol' •oc!.f1cat1on o .. •!:P 

511\·c:- Ac-. l'" rtH"~~ .. " -p •""r~ in v1e~ '>f tl1,.. 
4!0"c- ~1"' ... - ··e •rc -Pt-:•n- "O - o'tr P~ort ... nrr ~t:!.n
···u,!.C ""o:" lpr-rl, •.n r"lvrr cnO in \"1P'·~ o~ ~ht 

uncertrin conc'l'. ' on "" "O on , 1 t ~1 ·"t 't:e 1-tlsf' 
to c.iefrr Pctton U"'lln "'' • ..,,..r t"e -.,lC., .,,,ttint" 
thf' r-ol<" in-:.., c1rc"l,.•ton r.n<i ~·1thdrrv1nr- ~::• lvl'r 
for a little · ·hll" . 

\/ell , ,·<·et T t~nt•.fiE't' ~·,£> thH thr.t I felt ":l''"t 
th1P vPS not 11n I'Onronr'.r·e t l ~r to cut oi'f -rl' 
nurche.se of +'orri ·n s1l"l"l' t•Jt thfore Hl' nn 1 t 
t' ninrrlP Clf'n"tor fr'l" 1.',. Roc'•:v ' 'o•mtl'in FOtPte~ -
they hro to b"'c\· "'<' Ol' <•ho •·oulo t!'et1~:v . 

Is that so • 

'"el, if : hndn ' t bel'n r.ic': ! ···o•1lf. hllV" 't'c<"n 
the:=oe . 

\: e 1.1. there t~P on 1 t l' 111n.-.1 !' ""rPon tl"'erP , " ro- ol'1.le l 
+'rtend of ~1lvPr , not onr • 

Well I 1 ~ so aorr:v . 

And the St a t e Denert.,f'nt ~·ouldn ' t cone u, , they 
~•ould-n ' t S/J:V nnythin'" cmd they left th111 ~shole 
thinr- to ,.,o . I sim,.,l~· ar i d , 1-'hioh I bel1Pvll , thr t 
t his 1P e n i nrn'=>r o,rtrte ti~c to do it. 

\:ell I thi nk thrt you toolt th<' wise course • 
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And - f'\P:!:.d ~ ~ .,, ~ ,, , .... (' 
""~ve : ·-o,. ,. ... "~ eo,,,.,..,. 
~:rcol ~r~o i r,. o~ t' ~ 
on ~ 11vPr . 

·o1 n·· - :'"'A·r •ro-~0 t· ·,.~t ,·
.. ., '"t•Jfy t'"'P "':On~t~ r·· P'1d 
f'")' 1"'~:r:t rl!l( 'r'1n .._(',,.,__ r ....,O VP 

An iROlfl t l'd "10'11) 11hrn tl1c~r • re "'01n- to " t•t" v tht' 1·hole b"o•~csr . 

'.'ell I - 1.t ne,.-n to..,,. 1t ' P " "!'V s t u,• cl . ':'he y 
OP-.....,t "a t:a "' t ••n•', -

- -'-~1' . • _,,Jlt: •-nr~r . 1' 1''! '"t-; t-n · ·po GO b • .. u:v tl;rt 
dtt ·· ..... t l-p l'e:'l'; n .. l.J!l OVnr t~r~o ••• t~ (t ' '!'!. tt~:'l 
-.f? ....... r ... nf'.l"" . 

An( hP!'f" I rr..-, , rl bv .,,.c~ 1~~>, ~ :'Pr'l bo,, ~ro 
D•·tcreee ":io,Jnt, -

An '"', ,1,.. -:.'")' 'f'!" ~,.,,. '"' '"""""'' ... PC' ;;..,. ":..,~ "'l ra:--.r:rt on 
O!l'!Pr. 

··el,___ - •-\ ~.., ,.},~~,. •• ,..r,.. -o~,. "'len 1n ""Hb] 1o 1-<Pr 
t,_,r: "'·'"'e ~· n '"f""G~ •-\.,.t V'JU 1 .,.~ ""0 - .,.,,, ~ett!" friend . 

''ell 1 t ' F very ··~nt1 of I'O'J to ~ay Po , b•tt -

'JI'ot'•Jse ! ' ve pntee "lC'( you ao h1 r-r.l y P.n<" - , vc ht>cl 
'1Uch c onf t clenoP in your 1ntcr.-rt t)r Pnd i n vo"r 
nb1l1 t y . 

"'h<'t ' f: very 1~1nd o<' ' 'OU bu t t hP r e ' ~ c ert, tnly -
I nl'w' r ··e>s s o lo•t!'A0"11' ln m:; life e.s I ~·r s on 
tr- .... t na:t . 

':ell I .,,.v c.ro., ttrounr' i n A clny or t.·o e>nt.'! tnl'~ 
., li ttle !'crt1·rr •1. · r vo·J . 
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•:ell I 1 "1 li'PV':l~ 1!'1 B '1el! an ~o\U' !or Gcor:>1a, 
¥1 th "1:'1' fAI'Iil:'f, 

Wel 1 'I"OU •11. be bPol· ~·-.,en? 

I • 11 be brc 1• -

Next treek? 

t'o , about tPn llnyA . 

Oh yer. • 

Th1s 1s tr~ c..,il.drens • ~chool vacation. 

Oh I Bee. 

And I ' ., ~o1n~ ~~'"'' t•i t" thE'., , 

\:en, C-od be ,.1 th YQ\L 

~Pnk you, ~oollby~ . 
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343 
" P :::'O"' ~l , l'll!.(). 
4 : <;'1 .... ... . 

First , •tno-~'f1c t', h•1n' nN'", • ·e "njoved our 
eVE':'Iin<- vrry "l'lOh 111 th you tloP otl"e:- nl~Jot . 

So nice o!" vo•1 to £e y so . 

Off1c1rl bus•nen" , ! ' "' lel'v!n- Pna. ~ :·onc!errd 11' 
:1o•l 'lao anvth1n- rece"tly on t"<> ne· ot>..,1 .r1 -~'or 
Brn'<: of A"l<>r1oll . 

It's >ett1n~ nretty clore . 

It i s . 

I thin" t11Pt t~e i•1"10d l l'tP no1nt is tl'"t ''r. J"lnf'l'\ 
1s 1n d1ccusrion 1'1 th the"l co'lcern1n,.. tl'e ' r "lrl.co 
for convcrl'1on . ''r c'il'r -reeo u1•h th,., on thl't 
And l)ps told t'"e.., t111't t'11'Y f'nve t o r e'-'1'-.., l t 
RO..,C . 

'le have rrl~>ed t~ro "''ints , one 1s tl1e <'Ue!'tion of 
the e;oun-; o!" r"ttre~ent tl-Pt ···e will pPr"l1 t tht'm 
to "1PkE' eech ye~r on ~he ~ref"rred etook. 

And on that I th\n'<: ue •ro r('tt1n,. very clo~c t o 
nn e~eel'\ent . '!'hey' re \'1ll1n- to como to nbout 
e. million dol1.oro n yt-rr . 

I see . 

The other 1 e thot 119 '"'ould like to bPVe t l'e"l . 

I don 't hear very \-loll. 

!"ello. 
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~he oth!'r l.~ t:~~t \'1" ,..0 1J1.(1 1.11~1' t :> hPVP thP'1 ')Ut 
et lcl'st tue1vc- "111.1\.on dol1~>rn of t'•l£ ,.,-:;,., 
1• •~odl.l\ tt> orni tnl rPt'·"r t'1nn th" c•1t b,c•· to 
OPVC'., .nnC: r h,1 .f' 1"'-'it-l-1 +"' t'" hi" d. i n ..,incl. , one' 0~ 
t~rt "oin- ve •rr ""'"'"'o:•tpt'l by "r. Jonpo :>f t'"P !U'C 
rn<" I -:h1n'{ tr" '' ' ll e~'t ••r on t~rt . So r thin'• 
uc • ~e co-ln- o\o'"'P -

,..."'ev •,, ..,,.,.t vo•J • 

""" , -e~t u~ on ~'"" t . So I -h1n'· .. e • re co,l.n.
clo'"'c •tr . Sccrctt"t<"t , on ,.1, t'":,.~e th1:"1""'R P!"\t1: I 
thln'• by t' ,. tt"'" yon co·.,. b~c•· · ·e •11 h.evP t'>l' 
t-hole t:11n- settlNl . 

A1l rl.rh t . 

T 1 l.l be - \·1hPn t l" t"' th1n,... ,.~ts r'ol·'n to t"'"' ""oint 
of ~rht>r" t ' N ' f" l.r ~"1'('1'-ent n1 ~ro•tnd I ' ll of 
course "'i \'<" ! ,.. t"'> D~T'lnv t'\1"1 ... ,.,.t von c~n ht"'v~ 
"' !"('-tl!"'t fr.,,., ~in ~n ,. t •/ .... pre ·rou '":Oe , yo1J eer? 

\ "c11 P.!"tE":' 1"'" 1 r rll OV'!:r , n.,..('-n!. 00..,, ,..oec"· , 'I.:C
1
ll 

all h~ve to ~~v~ c ~~rtv . 

(lnur-hs) I th t n" "c ' vc '"'Ot one eo-1n-. 

I thin·-: ~o . r:~ • ll c'""Cr""" 1 t 'J""' .. o t~""e ~,~, .. t)t" 

A.""l.-r1ce . 

'./ell I - ( lt>v-rn) - th~ro ..,,.y 'be r.o.,e >'I''' o" Co1nr
thP.t . 

~hl'y m1 ~ht evrn " I vr 1 t . 

I ,.,ould thin'{ th~Y ou ·· t to don ' t you? 

~hey ou~ht to ~1vc no~eth1n,. . 

I thin": eo ( lou-hs) !io>' lon- a.r e you <"01n~ t o be 
e.way- pr. SC'cr~"~t"ry . 

! ho11e to be PVll~' tor "'t lttnet t,.·o Fee' .. A. 

Regraded Uclassified



-. 
.. . ., . Jr : 

D: f'oor;b·-'c . 

root"b·re . 

3 4 ~ 
- 'l -

Regraded Uclassified



STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTIIIII.OFF1CII COMMUNICATlON 

DA'R March 21, 191M> 

TO SeontaiT llorpa\bau 

YIIOM l(r. Coclana 

In accor4aalla with the U.tnctlone cinn 117 the Secret&1'7 in the 9:30 
etet1~~& thie IIOnliJIC, 1 talepbone4 Mr. Lero7-llaau.lieu. lin&DC1al Counaelor 

o! the lrenoh lllbe.••7. at 10130. 1 tol4 Laro7.Jieaulleu that the 1'reaSU1'7 
~Dent ha4 tor ao .. ti .. eou&ht diploaatic ,atatue tor tvo aembara ot ita 
ata!f 1Jl Parte, 1Jl -.!diUoa to Tr&UUrT .A.Hacbi Ya1ta. I added that the 

freuU7 :Dapu't-t liM. raaew4 thh reopnt to the State Dapart•at eoee 
weka -co. 8D4 that tha State llapart•at he4 a .. a fi t to trana•it the requeat 
to our lllhall7 1Jl Pari& for 8ppr0Jiria\a repreaantat1on to the lrenoh ao .... rn
aant. Lero7.Jiaau.lieu .. id that he uad.eretood th1e IIIUCh tro. hi a own people, 
but wanted to !mow how aiOh lalportanoa the Saoret&rT re&ll7 atta.ohed to the 

matter. 1 told Lero7-Jiaaulhu that '"' ha4 M4a the requaat thro'IIC)l the ap

propriate ohallnah 11114 .Uiirad that 1t be ct.,..n appropriate cono1urat1on. 
Ve ware not lllllr:iac a apao1al. h.ue of the requeat and wre not e;ppa&l ill& for 

hil I.JiternnUon. 
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STRICTLY CO NFID EN TIAL 
TREASURY DEPARTMENT 

INTER.OFFlCE COMMUN ICATION 

DATa March 21, 194<> 

TO Secretary Morcentbau 

rRoN Mr. Cochru 

In talldot; with Ler o7-lleaul1eu thh f orenoon in r.gard to the Prench 

GoYer llment ahi tt, he felt that the new Cabbet could not be Called one of 

Nat i onal Union. I remarked upon the number of Soc\&liata who bad been added 

on t he Left. Le r o:v- Beaulieu countered by pointiot; out that h711&ud himoelf 

wo t o the Ript and that other Ript l e&dero, such u llollln, Minister of 

=o..,.rce, bad been added. Ra did not think that the cooaplexion of t he Cab

i net bad been INCh ch&ot;ed, howenr, and inahted that tho pr incipal reeult 

vao mora to correct a state of mi nd t hen to take a definite couree of action 

on specific iaeuu. Lero7-:Beaulieu aaid tb&t vhen he aaw Re711&ud recentl7, 

'he l &ttor -• coaplaillin& that the .Uliea were l ettln& the opponent. take 

t he lni tiatiYe in th.e war. lie faTored reTeroing thia. Re)TD&Ud would lilte to 

cake orderly plAna, emphali%1118 the d&JI8er of lett1n1 thiD&• drift and 

"llW1411ng thro\16h" . He rill br ine hone to the people the aacritices that 

oust be borne, and will pr obablT inaiat upon ~tricter int ernal regulations 

wi th t he rlev to an eftectlTe e&rl'71118 out of the 11&1'. Lero7-lleaulleu doubt• 

that &n7 i=ediate chance in actual pl&lla f or a o111ta%7 c&:lp&ip rill be 

made. teroy-lleauliou r eminded me that DalAdier ia not out , that he continues 

i n t he Cabinet sa Miniator of War , and that he reproaenta ?renoh thoucht aTen 

better then Re7J>&ud, the former balD& well lmovn throuchout the count17 while 

t he lJ\tter 1a pri~il7 a Paridau. 

Lero:y-lloauliau thillko Re7J>&u4 haa a cood chance of t'ormtnc a Cabinet 

whi ch may le.at for aoce t i.a. 

34( 
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(Collft 4ctal} 

P AR AP !! RASJ: 

A telegu (no. 1~1} ~ llarob 21, l9llo, flooa the .bericaD .bb&aoa4Dr at Clnulc

ldng rude 11Ubatantia.ll7 aa fo.llowa1 

It can well be ... n tM.t what action to tab 11> reprd to Japaneae a11H&J7 

notea wet be a aerioua •t tar to tho• faced with the neoen.1t7 of tald.ot: 1o.,. atap1 

loold~~& to.ard the reopening of trade OD the T&G&tae Binr. If the Japan .. • are con

cer ned with tbe e:ltiatence ~ the ail1t&r7 notea in connection with the reopening ~ 

the r t ... r t o general trade the reaaon IIUat be that the7 -t to &Told a repetition 

the 7o4eral ReaerTe currene7 notea. The regiae eponaored b7 the Japaneae in the 

Yangt sa Talle7 1a depan4ant for ita ...cceaa u,pon both econo:oic ud m litar7 ~port 

mich h&a been c olliDg altogether fro• Japsn in the paat . In diacuaa1ng the deTelop-

::ant ~ eJIO>Ort trade l'roa Jape.n to Chins., Japanue eccnoaiah haTe net teen fit to 

roeell t o their own attention or to tho attention of the world the fact th&t a Tlr)" 

large par t of Japan ' • a;wporta to Chil>e M.a been MC8U&l7 to r edeaa Japanua a1lii&l7 

notea and Japaneae JeD curreno)', tbereb7 caua1ns loae to Japan and benefit to Chinaae 

cvrenc7. Row t o tranafer to Chineae and foreip trade reapondbilit)' f or IUPPlTinc 

oconom.ic aid without without anhting Ohi neae nat ional currene7 and eauainc Japan 

to lo .. hoped-for benefita 11 Jape.n'a preeent problea. Inflation baa been bron&ht 

about and trade baa been etrancled b7 the link e)"eta 'Obich •• Mde neceaaarT b7 

atteapta t o hold up curranc)' ~ t he 7aderal ReaerTa Board 1D Jl:orth Cb.ina. It 1a 

natura l to expect tlat a lilte ei tuation will denlop in the Y&G&t•• ar• 1f an al

t<>&et bar new curr enc)' aWlar to the netea of the J'ederal RaaarTe Board and protected 

b7 the link l)'ltea 1a i ntroduced. In the eTent of IUCh action Chineoe eoode will onl)' 

be driTan thro'I!Ch a••w•ra • routea benefiting l"renob In4Dchina, Hone :tone and the 

Chineae national curHDO)'. 

(See &leo ~pbraae1 of telegrua no. 221 of llarob 17 and no . 87 ~ llarob 19, fr .. 

SbaJICbai all4 Peipinc, r .. pecUnl)'. ) 
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RE ALU!UinJI,I COt!PA!IY OF AMERICA ~arch 21 , 1940 
11:15 a .m. 

Present : 

Hunt : 

li . !I. Jr : 

F.un t: 

H, !\, Jr: 

Captain Kraus · 
Captain Collins • 
L!ajor Lyons 
General Brett • 
Mr . Runt 
14r. Wilbur 
ur . Stanley 
Mr. Davies 
!.lr. Foley • 
Mr. Purvi s 
Colonel Cave • 

I c1£.ht eXplain , L:r . Secretary, that ~!r . Stanley 
is our Sales ~~a£er o.nd ~lr . Davies is the !.!anager 
of our ~:en York offi ce , •ho has been 1n direct 
tou ch ~th the British and the Fr ench mission, 
and J.:Z. . Wilbur is the l!anager of our rashington 
office, ~o has been in touch ~1th your people 
here in Washington . 

Thank you. The rea~on I a~ked you &entlemen to 
come down was this : Ao you know , the President 
has asked me to do sort of a coord1nat1ns job 
for him and in doing this, and i n talks \<lith 
Mr. Purvis , he is very much worried that his 
serious bottlenecks will develop in aluminum and 
the various shapes and forgings and so on that 
I can't discuss teChnically as r.e begin to get 
into ~s program. As he descri bed it to me, 
he told me 1t figures roughly t h is: The fleures 
which I am carry ina in r:ry mind are that the 
producti on of in~:;ots of the aluminum company in 
t he 'Cnited States ill around 150, 000 tons and is 
expected to go to 180, 000 tons when you open 
up your West eoaat plant . 

That 1s a little low. 

And that there are some 200, 000 tons of ingots 
produced in canada . He tells me that by rule 
of t humb if r:e go to a thouso.nd planes a ttOnth 
in this country, i t will consume some 60 , 000 
tons of aluminum. He also tells me that they 
ran into this thin0 in '37 in England and that 
was one of their great troubles . I just have 
a s:natt ering of thio, but for the f irst talk 
with you and the reason I •anted the Ar.oy and 
Navy rep~esented is because , after all, if it 

Regraded Uclassified



l:lunt : 

P. . iJ. Jr: 

llunt: 

H. J.!. Jr: 

350 

- 2 -

is as serious as he paints the picture , our 
own nation a l defense comes very much to tba 
front . He tells me that a thi ng like a tube 
f or instance , that it takes six montha befor~ 
it i s ready for use . I t goes through certain 
finishing processes and he is very much - any
way, I am just repeating and he tells me that 
on castings - forgings , that you fel lows are 
goi ng to be right up a gainst it and won't 
admit it . Furthermore , he t hinks that you are 
holding a p i s tol to hie bead on some 20, 000 
tons of ingot s that you want to get from canada. 
'Ihere is the story and I wondered 1f you people 
woul d care to say, looklne fornard to the pro
duction that we now have for our Arm::; and llavy 
and ci vil production and wha t >re hs.ve on band 
for fore i gners plus what we are go1ne; to get, 
do you peopl e feel that you can take care of 
it dur ing the next two years? 

Yes, s i r , we feel that we can. We are prac
tically sure of i t . If it i s handled 1n a 
reasonable way o.nd we get the orders promptly . 
One great trouble is that we hear a lot of 
talk a bout what r equirements are going to be 
made , but they are very slow 1n pla cing the 
order s . There are a l .,ays cho.nges in specifi
cati ons . !rut we have no fear but what y;e can 
t ake care of all of this business if the ordere 
are placed and we understand ~at they are , what 
they want . In the firs t place, about the lnfot, 
we usually talk in millions of pounds. 'lbe 
foreigner s ver y often - or usually t alk in to~e. 

Could you talk in tone, because I have learned 
my lesson on that. Just switch frc:tJ. pounds to 
tons . fl.hen it gets to vounde the f i gure will 
be so h i gl'l. If you don t mind. 

That is all right , oir. About a year ago we 
had around 160, 000 tone in stock. VIe a re 
making at the present time 170, 000 tons , roughly, 
a year. We shipped the British, last yenr , . 
some thing over 30, 000 tons on the orders . We 
knew tba t the --

May I interrupt you? t:aa thi s in the form of 
ingot or --
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Llostlr i ngots , some fabricated, 'lie knew that 
they were increasing their capacity very grea t l y, 
both in England as t1ell a s 1n Canada, so when 
t hey approaChed ue in regar d ~o their require
ments this year , we aeked them to !'urnish us the 
i ngot , not tha t •1e haven't got it , but •1e were 
preparing against increased n eeds i n t h is country , 
both f rom our o•m mi litary authorities as well ao 
domest i c consumption , and a gainst the time when 
we wi ll br ing in larger production on the l'iee t 
Coast. lie said, "Here , we can ci ve you the fab
r icating capacity, but we wou l d like to have you 
furnish us t he inGots , especially inasmuch ae 
we have suppl i ed you ~ith all this ~etal last 
year. " 'iher didn' t see""! to nake any pr.rticular 
bones about it and said, "All right, suro . You 
put it up to us and - that you want the ingot 
and we r.ill supply it. " 

As fa r as that has been, we think it is ~1isor 
f'or the - this country to have pl e.nt y of ingot 
in the country at all times a gai ns t any neods 
that may arise from OUl' arm military authoritie& 
or our ovm domestic busi ness . I t is on that 
basis that we f i gure that in 1941 or ' 42 there 
wil l be plenty of production of i ns ot . Of 
course , i t takes a lone time to i .ncrease your 
ingot pr oduction . You have got to go back to 
your water pot~er and all t he facilit i es along 
the line. They have the >netal and we asked 
them to supply i t . \,e didn ' t hold aey phtol 
to their heads --

That is my definition, not his . He is a very 
polite gentleman. 

I see. But v:e thoue)\t it was gooC. businesa . 
Of' course , from our o•m co'!lpeny ' s standpoint , 
we woul d make more money i f we supplied the 
i ngot and we have 1 t and 170 could supply 1 t • 
1"/e have got at tho preoent time some 100 , 000 
tons o~ stock . Our production 1s com1ne r1eht 
a lone , but v1e t houg)'lt 1 t •1as Yrise busineos in 
the l ong run to get the 1nc ot f r om t hem. 

!low, as rar as the fabri cated parts - -

Excuse me . iias he correct that your product ion 
was s oing to eo to 180, 000 tons shortly? 
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Our production is going to be in 1 9 41 - r.ill be 
200, 000 tons or over, t v·o hundred and - two hundred 
and t en, lllB.ybe more . It depends a great deal on 
the v:ater , and t ake in the South t hi s yenr ¥te 
have got n very lovt water - a dry season and 
noxt season i n a l l probabi 11 ty we ought to have 
a ver y ~;ood water. It u suall y runs that way , so 
that 1n 19 41 I thinl: \"e will be 210 , maybe 220 , 000 
tons end that o~ht to take car e o f all the needs 
of anything that iD i n sicht at the present time . 
In fact , v1e are looking for orders . 

1:e11 , I don' t mind, just t a lking here i n confi 
dence , both t~. Pu:v1s and Sir Henr~ Self don 't 
a gree vlith you . Ueither of then agree with you 
and Sir Henry ... elf oays tho) 1'1e re risht up 
ae,ainst the !arne thins as that in 1937 and that 
it took t hem all th1o t i me to get s t r a i &ntened 
out . He says it is a very s l ow process. 

That, in confidence too , I think ther e !MY be 
s ome r easons why !.:r . Purvis i s tryint:, to - -

I t hought maybe you would tell me before vte hn(\ 
them in. \':e are all citizens of the United Sta tos 
and I take it v·e have al l e.ot one interest nnd 
t hat is our na t i ol al ((efonse interest first . I 
1'1oncered i f he had s o:ne sel fish interests of v~ich 
I v;asn ' t aware Md tha t is vlhj' I want to get 1t 
f irst. 

I con' t say tho. t this is in hl.s cind, but it is 
possible tr~t - at least , if he can control the 
entire production of an industry, such as alumi
num and have i t sovted up so the. t it can' t £0 to 
any one else , he at lenst p r events it goi ng any 
place Vth e r e he doe on ' t want it to go and ho 
s its in a rather nice pos ition as far ae American 
industry, as l'lell as American m111 tary a ffairs • 

How coulc he possibl y control i t? 

I f he - he v;oul d liko very lnuch, that is one 
thing we have noticed , t hat - -

E:'tcuse me . 
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Vlell, 'Whi le I don't want to make any a ccu
eatione , still --

It that macnine bothers you, there ie just 
one copy wh1ch goes into my safe . There is 
just one . But I have got so much I can't 
remember i t and there is only one copy and 

the only person I report to on this thing is 
the President of the United States and there 
have never been any l.eaks out of this office 
but I do have one copy and his notes are ' 
burned , but the one copy does go in the safe 
for my grandchil.dren. 

I eee. 

I can ' t remember these things , but with the 
exception of the President, he is the only 
person I report to . 

We thougllt that there was a feeling that on 
the part of the mission that they were \•ery 
much interested in our capacit y for various 
products , total and all along the l.1ne . We 
have been conservative in giving the~ the 
capacity. In the first place, we didn't think 

it was any of their business and we didn't 
want to tell. them i t was "X" amount and then 
find that they wanted it all and that we hsd 
nothing left , and we wanted to k eep a little 
cushion. That very likely is the reason that 
he has had those figures and given them to 
you, which no doubt he has gotten fro!'! our 
peopl.e . Maybe ur. Davies has given them to 
him. We felt that they were more interested 
1n the capac1 ty than they were in placing 
orders . They have placed very few orders . 
The orders that they have placed , they have 
been changing the specifications on. We can't 
get shipping instructions and we can ' t get this 
and that and as far as their people down the 
line , why, they are entirely sati sfied with 
mat - with our !lervi ce. ile have broken our 
necks to rearraJ1€e our schedules at times to 

sui t them and various tbinga. I t is possibl e 
that they would like to control all of the 
industry so as to prevent anY possibi lity of 
any leaks and - into Germany. It h also 
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possibl e that some of the metal that they are 
getting is not being used for milita.7 pur
pose& . \7e have sort of felt that there m1£tl t 
sone of i t cr eep down into South America and 
they are going after come of t ho ee mnncets , 
but I Blll not makinc; any a ccusati ons a bout it . 
In other vtords , I h ave fe l t that oUl· company 
poli cy has been that Vlhile we wanted to gi ve 
t hem al l that they \\'anted and needed for 
Dilit ary purposes , that after all , our first 
duty was to the United States military pur
poses and Ameri can industry and that we didn ' t 
want them to have a ~ortgage on our entir e 
capacity or our entire i ndustry . They have 
shovm i ndica tiona t hey 7:ould like to have 1t. 

Of cout•se , \":e can ' t l e t t heo have tha t . 

!lo, sir, I realize thnt . 

I am not fa111111ar ~:1th - I understand a con
siderabl e runount of bnwd.te comes f r om British 
Guiana . 

Yes, sir . 

You say --

Dutch Guiana, I beg yom• pardon. 

Is that con t r olled by tho Sriti sh ? 

Uo , s ir, that i s Holland. 

Are you having any t rouble gettine t he bauxite 
you need? 

No, sir. VIe are having a littl e trouble gett
1
ing 

the bauxit e , but the Dutch Oovernoent is caue ng 
no t r oubl e . 

11 fror Bri tisb Guiana and Does it a c<r.1e 

Dutch Guiana . 

Dutch Guiana . 

54 
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Oh, no , ba~~ite 1s ve~J ni dely di stri buted 
over the earth ' s surface. There i s lots of 
it in t he East lndieo and in Africa . There 
is lots of i t in the southern par t of France . 
That i s T!here it was first discovered. 

But a s to consumption 1n the United States , 
what proportion CCX'les from British Guiana and 
what proportion from Dut ch Guiana? 

The consumpti on in the United States , about 
two- thirds comes from Dut ch Guiana , that 1s , 
Holland , Dutch , in t h o northern part of South 
America , and about one- third from Arkan~as , 

the State of Arl:ansas . 

And nba t proportion fro1 British Guiana? 

Practically none , British Guiana supplies 
Canada and some European countries. 

Then they couldn 't hold you up? 

llo , sir, they can ' t . 

There i s no way of their putting a l everage on 
you by saying you can ' t get t he bauxi te? 

!lot unless the' would de clare •:ar on t he United 
States or Holland or i nter f ere wi th our ship
ments , and then ~e have f airl y good- sized mines 
1n Arkansas which t e have conserved purposel::T 
to - against Y.ar needs . 

rtell , on the pros<'nt basis of your ln~;ot pro
duction, <!hat proportion of the bauxit e i s 
produced wi thin t he United States? 

On the pr e s ent pr oporti on, around a third, 
a quarter to a thi r d , but v;e could push that 
up if we had a war and our shi ppinG was shut 
off , we have eno\lgl'l runerican production of 
bauxi te in Arkansas and Geor gi a bl ocked out 
t hat v:e could last for throe or four years 
without any mot·e t han we have discovered and 
as we get deeper , it i s like anything else, 
you find more. 1'/e have done that purposely 
and at considerable expense . 

35:..t 
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How l onG does it t ake to ge t a mine like that 
in product ion? 

1'/e could put 1t right into production within 
30 or 60 daJ s . It is workin& now, 

l s it surface mining? 

Surface mining, ~ostly. There is some under
ground . 

But you could, in 30 days . 

Yes, sir. You need hsve no fear that we woul d 
b e shut off fro, bauxi t e under an> conditions . 
t'le could take care of the situation very well. 

General Brett, woul d you like to ask sooe ques
tions? 

No , sir , he is giving a very clear indication. 
We have checked on our t h incs , Mr . Secretary. 

Nothing new? 

~e were not worried fro, our standpoint, after 
having laid their product ion f i (;UI'es on the 
table for us. 

You are not worried! 

That is , including the aviat i on industry of t he 
United States as well as our own require:nents. 

Even i f we ge t in this foreign oroer? 

35b 

Even to taking care of t he fore i gn order. lie 
felt that the aluminum company can meet e ll 
the r equirements of American indus t r y under 
any circ~~ tances and to the extent t hat they 
can expand within a reasonabl e t ime . On the 
ite:n of forgi ngs, with t he exception of forgings , 
and that is purely a question of placing of orders, 
anyway , so t hat the company has an opportuni ty 
to meet the demand. How, the forgings have been 
held up due to t he fa ilure of the indu.stry to 
place t h eir orders and g ive them tL=e. 7bat is 
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usual l y the last ite~ they ask for . 

\'/ell , I can' t remember a ll these things . Did 
somebody men tion forei ngs t o me ? 

Extrusions, possibl y . 

~~t the h ell i s an ext rusi on? 

I t i s a pi ece that i s manufactured bv squirtin& 
it out of a di s , ra t her than a closed die and 
i t i s literally extruded through a gate . ' 

7hose things are something that can be taken 
care of by increased facil iti e s as business 
warrants . 

But he 111ade a firm statemen t that it t akes 
six months for a tube to cure, or something 
l i ke that . 

~at is not a case . 

Thnt is not the case , no , sir . He is mistaken 
t here . 

\:ell , be is com1n& in. How about you, Captain 
Kraus ? 

'':e have had no distress, JLr . Secretary, over 
t he abil i ty of the alumin~ company to meet 
our needs and t!le general do:nes t i c needs . The 
only question under whi ch we bad some - no t 
real distress , but at l east an acut e interes t , 
was wh&n some of t h e i nquir ies for - foreign 
inquiri es appeared to us to exceed by a con
s i derabl e amount \'/hat thell' fabricating industry 
coul d consume, and i t loolced a s i f there m1 eJ'I t 
be n doubl i ng up , an effort to accumulate stocl< 
against the possibility of interruption of 
shipment , whi ch mi eht make a temporaril y seriouD 
condition in thi s country. If thi s s tuff "ere 
all dumped abr oad, maybe as much finished 
a luminum a s we will say the French airplane 
indus try could consur:te in several. years , we 
might be pretty hungry for al uminuc during that 
period , but I don't tlt1nk tha t mtlllY of t hose 
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inquiries have eventuated into orders. but ! 
am quite sure that some of t hose inquirie s that 
are merely heard about as rumors far exceeded 
the capacity of the fabricating plants in 
western Europe to utilize withtn a reasonable 
time , and that was the only worry we had, that 
i f those ordez•e - if t hose inqui r i es eventuated, 
we might have a temporary scarcity of altun1nwn 
he re, because it would all have been, maybe 
two or three years supply '~uld have gone abr oad. 

May I ask a question, sir? Is that recently? 

I haven' t heard any more about it 1n recent 
weeks . 

That was some time a go? 

Yes, and as I say, very fell of those inqui::-i es 
have eventuated into orders and that Ylas the 
only thing tha t disturbed us . 

Of course , there must be an orderl y procedure 
on t.'lis , :&r . Secretary , f ro:n the s tandpoint of 
the fact that no one member o f the industry, 
of t he aircraft industry, must lay i n a tre
mendous stock . There must be an allocation 
and a mov8:'1en t of the ::upplies as the~· show 
their dema:td and they mus t get their orders in 
promptly for what they need, bu t ....a have bad 
no anti cipat ion o f any diffi culty a t all a s 
far as the United States is concerned. 

I d1dn' t know whether this was like the engine 
situati on. 

Viell , ne have checked this on several occasions , 
sir, against way las t fall, the early part of 
last f all, and under - each time we have had 
perfect conf i dence in the !act that we coul d 
meet the progr am a s we had laid it down and 
t hen when t h e question of t he 8 , 000 plane pro
gran ca.'!le up, we 1l!lmed1a tel y oade another check 
and we felt confident that t he a~uminum company 
could meet all the demands within the Un1 ted 
states . Of course, it might have to be con
tro~ed and allocated and check ed on. 

~58 
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Well, you see , if asking Sir Henry, who , I 
ga thor , has had charge o f t he ir production 
!'or three years , what r1as one of their t r oubl es 
one of their thing s he sai d , "I think I called ' 
it a major trouble tn ' :37 , was getting alUI:Iin\1111 . " 
He sai d that that wan their major troubl e . 

That nay have b een frorn t heir own - trouble 
rro~ t heir own production over there , becnuae 
they had no troubl e over here. 

I am just - he didn 1 t any here , but he said 
1n sngland, thei r principal trouble was --

Very likely t~~t was true i n the foreign s itua
tion , because they have Dade very large coaolt
ments 1n Canada si.nce 1:37 . 1/e have understood 
that the British Government have loaned the 
producer there i n Cnnada quite a large stll:l of 
money at a very low rate of lnt eres t ancl tal:en 
some kioo of obligation on their production 
over a period of time and t hey have gone l n to 
it very heavily in tho last year or two . 

\'•here does the French olum1num company get its 
ingots? 

You ~ean i ts ore? 

Yes . 

It gets i t fro~ tho souther n part of France . 

Are they self-c~~tained? 

Yes , sir. The Good Lord c ave the ?rench a 
great blessing there because they not ouly 
have t he <~ater po,.er and the bau.'ti Le , but 
they have other ingredients that are ve r y 
convenien t and very little shipping and very 
li ttle delay . 

And they can produce enough to take care of 
their own needs? 

'n'\ey always have. '!hey have a very h i G)l duty 
into F:-ance and up until the "ar, the:-e was 
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f1gura t1 vely apeak in(; not a r ound of alu::dmtn 
shipped • nto Prnnco , up until September . 

This 1sn 1 t entirely v1th1n =Y jur1~d1ct1on 
but 1 f at em; tio e you people fol t tho. t in' 
t his thine that we are tr;ine t o do here , 
that the :."nttl1sh were tryinc; to tnlte t r ade 
advantage of ua in South J\merican , I •trould 
be in tereo ted i n hearinG about that . 

>;e don ' t •.•-nnt to nake any a ccusations , bu t 
the way the t!'linr. has been han<lled, while we 
thout)\t we were Giving the"! a ll the resul ts 
that they wanted and needed and could use , 
t:e hD.ve been a little - wondert."\g what all 
the shooting .,as about , to be frank with you . 

\/ell, unless somebody h&s eo"'!e 1don , I wi l l 
hava ~·r . Purvis i n now. 

:Tow, Oenornl 1.rett , I want :;on to otn;; , please . 
Ar e you (;Ottint> resd:· to aot up? 

r.o , sir . 

•-"Y I say a word , Hr . Secretary'/ I tbinl: one 
of tho salient points was r aised b;; Captain 
Krause hero . " ow, I a ss=e t.'la t our intelli
gence in this country must !:now fairly r.ell 
"ho.t the production of o.ircrnft in Fro.nce is 
and 11hnt he production in Englnnd is an~ it 
is rny pereonnl opinion thnt What l'.as been 
shipped over there fro:-: thls countl'y , p l us 
••hat they produce in tl:e!.r own countr: , is 
T:a:· ~eyond any production or o.nythi~ that 1t 
is possi bl e to use L~ that pro£r aM. How , 1n 

the earl:• sta0 es --

You are talk!nc. abou t airplAnes or alutdnun? 

I am t alking about alumnu:n in all?lanes . 

tak 1 ,..,. 1n more a lurninl.llll than 
You menn they a 1•e . ..., 
theJ can possibly use? 

Use ln airplanes, as v1e understand the progrw:~ . 
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For instance , here , I think Cnptn~n Collins 
in the early stages - we said find out what 
they want . 2 , 000 tons of sheet a month. The 
whole aircraft industry of the t'n1ted Stntes 
doesn ' t use 2 , 000 tons of sheet a month. 
Another time they said , "Well , what do you 
wnnt?" "2, 000 tons of rod a month. " It is 
per fectl y a bsurd. The quantities that they 
have mentioned , they nre absurd, so that I 
think that v1e ~:mst - I went to see the Com
missioner in tlew York 1n J;ovember. I said, 
"Gentle:nen , we want to do everything we can 
to help you, but we must have a program. 
Tell us what your progran ie1 what you want , 
and vmen you ,,ant it, snd we will try and 
g ive it t ,o you. " To this date, we haven• t 
a comprehensive program. 

\1nat you say doesn ' t surprise me , because 
it was sometime t his December or January 
that that mysterious Frenchman was here . 
We called up tho Embassy to try to find out 
who he was , to get him acc~edited before he 
came down here. We never v1ere able to locate 
b1m. You ho. ve heard that story? 

Yes, sir. 

I won ' t see anybody unless he is accredited by 
the Sbbassy and the State Departoent. I couldn ' t 

locate him. 

If the British llissi on will say what their pro
cram is , what their production is , and what 
excess the~ want to take care of it, and if 
the French. Mission will do t he ~~e and we 
get the same information from our ov.n Army and 
Navy, then we have got something to work on 
and we can do something constructively. All 
this general to.llt that the eoJllllli.ssi ons are 
handing us is uselesa in planning. 

1/ell , I would tell them that . 

Oh, we tell it to them. 

Tell thEIIl in here . 
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Your related subject, !1r. secretary, night 
g ive you so~e of the background. Both the 
\'lar and tla'V}' Department are mnk1ng every 
effort to make ~he production of fini shed 
aluminum as it relates to aircraft manufacture 
a production business. T'e are wholesalely 
inspecting their product and wheneve r they 
have any i n stock , i t is available for us 
here as an i nspected product and it permits 
t h e p roduction operation of the industry. 

Now, the l avy Department - I imagine the ·.,ar 
Department has done the same thing - t he ravy 
Departnent l:.as urt;ed i t a airplane contractors 
to release quanti t i e s so tbD. t t he a luminum 
company can process t~.ose individual items 
in a production manner , o.nd I am qui t e sure 
the tio.r Department has done the sane thing, 
and t h at a pplies with very ;reat gravity and 
seriousness to the foreign program, too. If 
they are £>Oint to d ribble out r e leases for 
particular airplo.nos , the industry - I doubt 
very much if the industry cun attain these 
very satisfactory figures of output except 
in ingo t , as ~Jr . Hunt has mentioned. It 
coul d produce ingot until i t was b l ue i n the 
face , but we can' t run this industry a s a 
production rollina mill running 24 hours o. 
day without a run of the 3a""!e thicknesses 
and t he sa""le kind of materiel or these 
capaciti es just evaporate and aren't obtain
able so it is important that the; conduct 
their business in a manner off tr.ass p::-oduction . 

Fo r tunately, I am of a suspi c ious nature and 
this t hinG di<.ln ' t !l'.llke two and two and thS t 
i s whv I e.sked you to c~e down and let !.!r . 
Purvis come i n and tell his story. It may 
be something important o.nd it may not, but 
I f eel i t was worth my time . If it i s all 
right , sh all we have him in now? 

Just a second , now , nr . Secreto.ry. One possi
bility about that six months on that tubing 
business , it is possible that this is the 
answer to that. 1 e do know tbe.t their technique 
1n !llrope i s enti rely different f r om our technique . 
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They bave in t h is ~rocoss of hardening, they 
use what we call, age hardening," that 1s , 
taking t i me to do it. VIe have a process of 
artificially hardening and a ccelerating it 
and i t doesn ' t take nearly as l ong . That may 
be the answer to the six months propositi on. 

Or it may be alloys. They want special alloys. 
They are pefectly willing to buy our American 
built plane s from t he standard alloys of the 
\""ar Depart ment, but when they want something 
they ;:ant some t hin e d1 fferent . You can realize 
what that does to production. 

I think a lit tle pln1n talk is always helpful. 

(Ur. Purvis and Captain Cave enter the conference) 

Mr. Purvis , I havo boon going to ~chool for · the 
last hal.f hour and I think we have had, from my 
standpoint , a very satisfactory talk, a very 
f ro.nk talk, and t o sum up , I think <~hat these 
gentl emen fool is that they don •t knovr what the 
Allies want. If they knew what the Allies real ly 
~anted, then they woul d be in a position to say 
whet her they could or could not produce i t for 
them, first taki ng care of our own domestic 
needs. They find t h emoelves in the position 
that they don't know. They have as sured me , and 
representatives of the Array and llavy have a s su red 
me, on the present basis , as far as the do~estio 
needs and national defense are concerned, we are 
all right, but until they know what the Allies 
want, they can ' t tell whet her t here i s or is 
not a bottleneck. 

Yes , right . 

And they say qui te rro.nlcl:; they a re waiting o.nd 
that the specifications - everything is shi f ting 
and they don 't know as of today what you really 
want . 

uay I present it f rom a sligptly different 
anglet I think there was a stage when that 
would have been a very l egitimate pos i t i on to 
take. Tba t was at the stage where, having 
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certain capacities available on the other side 
both in France and 1n ~ngland, requirements ' 
gro~ting , it was obvious that a surplus had to 
be obtained elsewhere and t his was t he onl y 
p lace, o f cou1•se , to c;et it . Naturally, there
fore , the question becume , what coul d .,e ge t 
from here . I do suggest that t he difficulty 
in getting exact specifications at that time 
was the usual difficulty that you get. You 
cone into a market . You want to find out r ollQlly 
what tonnages are availablP and What kind of ~heet 
or bar, or whatever it may be , because you can't 
give speci fica t i ons and t i e the~ i n with an 
existint procrnm which is droning supplies from 
a great many other factories until you know 
what is avail~blo in the on~et, roUGhlY speaking , 
in tonna£CS and durin& that stage nhen re were 
ascertaining what the productive possibilities 
here wero in tubes , bars , sheets , and so on, 
forgings and so on, there v:as a lack of detailed 
specification. 

However, I YIOUld be very surprised if 1n the 
last few weeks thOI'O has been such a lac\; , For 
ins t ance , I would say that on the British end 
today t here nro tYio divisions , if I remenber 
rightly, thou&h I hav~n 't been 1n the strict 
deteil, but t he 01'<1ers v:bi ch ar e being di:>cu:3sed , 
partly placed, for Ilritish account, ere of abcmt 
10 , 000 tons in all, I think, and I would say 
that there is a detailed specification of al l 
tha t . 

The second thing, of cour11e 1 is such o1'<1ere as 
may cone out o f the new aviation contemplated 
program. There v1e are in the fo rma t i Ye e tage 
of the exact numbers . I don't know to what 
extent deteil:> hove boon placed, but that won't 
be so d i fficul t nnywny , I v:ould i mnginc , from 
the aluminum corpor ation ' s standpoint , becnuoo 
it will be for AJnel'icnn specifi cations , ll . s. 
Amy standard, both by U. s . concerns - and 
t h at t;ould seem to me to simplify the whole 
thin£ so t hat from tho strictly Er1tish an~le , 
as far as I know there is an exact speci f i ca
tion of every q~ti ty tba t .:o ~:an'::ed in the 
hands of the alumin\Ull corporation and has been 
part of the necotiationa which heve been soing 

on. 
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In the case of the French, I believe that i t 
is perhaps of the order that speci ficati ons 
are there for 70 percent of the amount. I 
would rather f e el ~t at th i s stage the diffi
cult;' t hn t •:e are up against is tha t there is 
no suppl y , appat•entl y. Otherwise , YJe may gi ve 
specif icat i ons of the kind of sheet or t ube 
ol' Ylha tever it wi ll be , but tie are cet wi t h 
the r eaction, "Yiell now, you al l have to suppl y 
this material f r om Which i t is made." 1'/ell , 
t hat is , of course , ~riving us beck on our 
own !!lB.rkets . Ther e is very 1!\Ucb a quest i on 
whet her t her e is any point in coning a~y 
f'rom our OTm ~tmrket i f r.c are sil:!pl y cr i ven 
back 1n it , except in aonc particular sta ges . 

!low, that is one pha se of our difficul ty and 
the other pharo is merely that the deliveries 
are natura l l y , in certain cases , ve~ far 
ahead . r:e have been unable to get anything 
thn t ~1ould f1 t in v:i th the requirement s that 
v:e v:ant , particularly i n regard to the t hree 
bo t t l enecks that I ~entloned to you yesterda, , 
Mr. Secre t ar y , the forgings , the t ube s, and 
so on . Now, there is our pi ct ure end I think 
it i s a fair statement . 

how l ate is your informat i on? 

You mean i n days or hours! 

I just tboutht possibly you r·eren• t up to date , 
that is a ll. 

It depends on ~at you mean by up to date . If 
you are t al kinS about hours , I he.ve been a.ray 
fo r 18 hours . 

Vlel l , a week, say. 

Go ahead, t.:r . Davi es . You have been in touch 
wi th the s ituati on i n Now York. 

I wil l take t hoee three cor.ood1 t 1es, tubinG, 
r ods and - -

He sai d die ca s tings . 

Regraded Uclassified



Purvis : 

Davies : 

Purvie : 

~vies : 

Purvis : 

Davies : 

Purvis: 

Davies : 

liunt: 

Davies : 

Purvis : 

Cavies : 

- 18 -

Forgi ngs, tubes and di e castings . 

You don 't mean di e casting s . Do 
forgings? you mean 

That is an i ndi rect bottleneck. 

That b as never been ~cntioned , 

It is simply a bottleneck that exists . 

Ue have been to l d by the cn&ine people 

~:r . P\IM..fs , i .f you will gi ve us an order 
for a million pounds of die castings today , 
~e wil l shi p them t o you. 

Then I mus t evid entl y modi fy ~Y statement to 
this point, that I wns talking about •:hat I 
believed to be t he three bottlenecks in the 
thing as i t comoo to us . 

In the case of tho forgings and in the case 
of the tubes , i t is baaed on direct inquiries 
or order s placed . In t he case of the die 
casting s ~e are up a gninst - it i s merely 
what t he engine oakers tell us i .n connection 
with the new program we will probably run 
into . I s that right? 

As I unders t and it, yes , that is correct . 

Go ahead on the other thinG~ · 

\'le have never bad an inquiry f r om you for 
f orgings . You ment i oned rod. In t he first 
pl ace you mentioned your total requi rements 
for 1940 would be 1102 tone . Inside of t~o 
weeks or t hr ee weeks , that changed to 10, 000 
tons . It i s a little hard when sooething 
multiplies by ten on you ,,nile you are plan
ning on t he f i rst unit. 

''Ia :- i s like t bD. t . 

V1e have orders for ten percent of what you 
want . Those orders were received, the first 
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one , the sixth of Llarch, Before the end of 
Uarch, we promioed to have a carload of 
tubing ready for you. You said you ,ere 
1n desperate need . So in less than t hree 
weeks we were going t o ship a carload of 
tubing to you. You gave us an order for 
800- odd tons of rod on t!arcb 6 . On March 13 
I called up Mr. Robbins and said, "VIe bave ' 
a carload, \'Jhere 1a your inspector?" The 
balance of the 9,000 tons we received the 
details the day before yesterday. 

r~t - I still couldn't see, however, what 
you want me to - what you are trying to prove 
there. Am I r ight in thinking - I an not 
tryin£: to prove that you are not trr..ng to 
do what we want to the extent of your capacity, 
because my information bas been tbat everything 
tha t you could do in that regard in working 
out the details of the situation has been 
done 1n the most satis factory uay. I am 
talking about the facts that - affecting fUture 
orders , the 1102 tons we know is placed. 'l.'he 
deliveri es are not quite as good as we would 
have liked or hoped, parti cularly on tubes, 
as you know , because that has been the subject, 
I bave no doubt, of oonsiderable discussions. 
You are gi ving us some delivery, I admit . 

l'le started deli very 1n three weeks . I think 
that is pretty good. 

It is not the start of t he delivery, it is the 
quantities . It is a question of your capacity . 
We are not conpla1ning about that . That is 
the condition. But the fact is that if we 
could get three t i mes as many tubes froc you 
today vou would get the orders , as you know, 
tomor~w, provided you have the material . 

As of two weeks ago , I "as told that you 'll'llnted 
2 ,000 tons of tubing . 

We do. 

Two da ys ago I was told that 1t was 1 , 000. 
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Ylas any suggestion made on your part that 
the 2 , 000 YlOUld be t.ied up wi th the ques
tion of supplies boing --

Could I finish? I vtould l ike to finish on 
t his tubing . The 2 , 000 became 1 , 000 and 
t h e sizes became entirely d ifferent , so I 
am j ust sayin8 thn t Tie haven 1 t t he order ye t 
and we just beard that i t was ChaJlbed two da .. e 
ago and r.e are p repared to take that and run'' 
it . I don ' t know Ylhere the difficult~· i s. 
?he point is on the t1ce , ~1r. 

I understood t hat those - any tube orders that 
were p l aced - a s I say a gain, I ac not i n the 
detail of these orders , but my understanding 
was t h a t any f urther tube orders p l aced wi t h 
you would start deli ver, about August . 

Defer the tube orders . As the position was 
g iven to n e --

So there was no hurry to place the - and T~ould 
be conditioned on gottine i ncot fro~ the other 
sid e , so that I don't think there is any - is 
that about risht? 

You are r1{;ht about adcUtional shipcents; new 
o:'ders would be£1n 1n Jul y or AuEUst, but ...-e 
must know before July o r Augus t r.bat Te are 
going to p l an f or. 

Oh, ver y much . You ttill know , absolut ely. 
That is why YJe have been discus sing 1t. But 
we are faced , I think , wi th the f act that yo\t 
say .first v1e have got to have 1nr;ot and secondly , 
we can • t do any thing for you. Now, what T:e are 
nat \ll'ally - t he reaoon - when vte e;o back to the 
other sid e and say that the deliveries arc 1m
pos sib le unt il such an/\ such a date, v.hat a h tays 
h appens b etween buye r and se lle r? Q.uant 1 t 1es 
are liable to chan&o , e ven specifica t i ons , be
cause it may not come in t i se to be o f any 
good. But \\e are not complaining about that • 
That is t i ed up into your ca pacity. 

All I was at t empt ing was to explain to you 
that as fast as these orders are comin& 1n 
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you are gett ing action on them. As f ast as 
we have had any details , you have had action 
very promptly. ' 

Perhaps we are talking about two slightly dif
ferent things. As I understand it , you would 
like to give us action but haven 't t ne capacity. 

We have given you action. 

You have given us a small start. We could have 
taken the whole quantity 1n one month. \'le have 
cut the quantities, because the times at which 
we could get them i .n England and in France have 
caused a variati on in quantities. 

Isn't it a fact that if you were to obtain- you 
sai d you oould have taken all that tubing at one 
time. Isn' t it a fact that if you took all that 
tubing at one time, you would have enough tubing 
to build all the airplanes the 5ritish could 
build in the next tno or three years? 

I 'Wish it were. 

Is it eo? 

I am af're.id that our specifications in the use 
of our tubing in airplanes are so utterly dif
ferent troo yours here that that is just not so. 
\"ie wouldn ' t be, I assure you, just now requesting 
tubes if we d1dn t t want the!!! very badly. 

Could I just shift thit discussion for a minute? 
Let's forget about the immediate needs of the 
English and French as to what they have. I mean, 
personally if I had to umpire t his thing, I would 
say si t by and we would watCh you go a couple 
more rounds. 

I think it 1s round l:O for me. 

I wouldn ' t want to make a decision right now. 
You would have to go at least f ive more round• 
for me to decide . It would be a highly t.echnic&l 
decision at that. But there certainly are 
grounds tor you gentlemen to get together, 
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be cause there seeliUI to be a defL'lite mis 
understanding as to what you want and what 
the al uminum company can do as to your im
mediate needs, but I shoul d think that Ylould 
be accomplished - that doesn ' t bother '1\e so 
much , becnune I think you both can take 
pret ty good care of yourselves . That is the 
thing 'l'.hich I would like you to talk about , 
Mr. Purvis . Is thnt t his order w!\i ch 1s in 
contemplati on for e,ooo planes - 11 or 12, 000 
en£1ne s , whatever it is , nnd what ~orries , 
i f any , would you have if you pl aced those 
orders in the ~arket as to the availability 
of a l uminum and i t s various forms , shapes and 
extt'Usi ons . 

I think chi efly , as I understand it, though 
Colonel cave perhaps can give - the actual 
forGings as distinGUished from the stock from 
v1hich the forgine s are made , and thi~ thing 
that we nre warned by the enc1ne makers of 
die casting s . I think those are t he mos t 
important . Tube would probably be d i fficul t , 
but not impossi ble , Is that a fai r statement 
on the basis of tho information v:e hD.ve? 

I think so , sir. I should like to cmsider 
that, that I think you eentlsnen must have 
some~here a better i d ea of this problem than 
I h ave , because I ha ve only been able to take 
t~o ~erican factories which happened to be 
supplied - and get tho de t a ils. I hove ~Ad 
to apply t ha t information to this prograM end 
say the. t one will be in proportion to the othe r , 
which mav not be , and i t 1s onl y in that r.ay 
that I can get out f icures at all. I think 
you h ave had a copy of tho fi~~s , have you 
no t ? 
No , sir , I am not su~thst I know the ncures 
that you have in mi.nd. 

I t amounts to a total of over a - f r om, say, 
now unti l next April , 1 41, o f somethin g l ike 
15, 000 tons . I don ' t know whether that figure 
has been mentioned to you. 

I have never heard the date of April. I have 
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heard no dat e beyond the end of this year. 

That would have to be _ of course you h 
your order 1n ahend of t1me. • ave 

That is my estimation, which I don ' t think 
you will find is very far out by proportions 
It may be wrons; 1n tone. • 

You have had to wo""· from ro"~" 1 ... _.. ca cula tiona . 

Yes . 

Are we tal.king for dor.teat1c manufacture'\' 

U.e.nufacture of this new order. 

I haven't aeen the figure , but I r.ould agree 
with it . I t sounds right . 

You are talking now, not the stuff to ship 
abroad --

Tv:o problems , as I tried to bring out . One 
i s what would be shipped from this country 
of the extrusion sort , tho other is what would 
go into the program of further orders as 
placed. 

I wou1d like to suggest to ~r. Purvis that 
this problem of capacity , you appreciate , depends 
upon the business that you are going to put 1n 
your e~illa . Now , we have been threatened with 
a l.ot of airplane business in this countr7 for 
a long t1me . ;~en you a sk us to tell you what 
our capacity ia , what do you expect to tell us 
when we don't knoW what we are going to get in 
thi s country? You are just asking an impossible 
question. 

Are you quite sure the. t you haven ' t had the - in 
the first pl.e.ce , as I snid , we have given you 
not only the f i gures , but the details 1n reenrd 
to the orders as such from this country, a hun
dr ed percent sritish and seventy percent French. 
!low, so tar aa the other progran is concerned, 
it is 1n the stage where the pJ.anes are be in~; 
chosen as to types, and obviously final figures 
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on t hat prog ram can only be expressed in 
b rood tonnages . 

I f ~·e don ' t know Mythint; abou t t.'le tonnage 
on the vnrious p rod ucts we have t o produce 
for p l anes t o b e shipped to the Allie s, ue 
don 't knov1 tha t yot . Now, that i s M un
k n own. How are we goinr; to say what our 
capacity is t o produce products , unfabricate d 
pr'Oducts , I moM , so far as the pl ane pro
ducts to ship t o the Allies? You have go t 
to know something. 

I ~ther here - you aee , this p lane order 
1s rapid l y COOl~ to n head. It l ooks that 
way. !<ow, v:hat I am interested in on this 
thi"b is t hat i f this order does ,ater1nlize 
and therefore a,ooo or 9 , 000 or 12 or 13 , 000 
engines, I take i t t hat you people hnve oade 
a rough estimate how muc'l alumbUI!I lt is . 
An d you say 1t i s 15, 000 tons? 

Roughl y 1 5 , 000 t ono . 

And y ou peop l e \'lhO are in t !11s business kn0\'1 
what that means , a b r enkdo•m , h ow much is 
tubing, how much i s this , that and the other. 
':ow, t h e point I am interested i n i s this : 
Let ' s say t~at this order materialize~ w1thL~ 
a coupl e of weoks . 

!.!aybe , yes . 

Vii thin a couple of weelts . J.nd tr.at is pl aced 
1n t he Uni t ed Stntes for engines and planes 
on t op o f what our Army •.ants and our civil 
n eeds and our nor:lli.l exports . \.bB. t do you 
gentlemen thlnk, would the a l uminum compM y be 
prepared t o hMdle thnt without the distortion , 
Md so forth and so on? 

Of cour•se, tho t i me element, Ur . Secretnry, 
you r ealize - over tlhat period of time are 
these planes t o be delivered? \.hen does delivery 
start and ove r whet period of t i me are t hey to 

be compl e ted ? 

Roughly speaking, you haVO got the 15 ,000 tons 
by !lar ch or next year to be co:tp l eted. 
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\'/hen is i t to begin? Approld!m t ely when will 
the manufacture of theee planes in this count
begin? -· 

\'/ell, I want to help him m that. He has got 
to get his releases , and so f orth and so on 
from the Joint Board. Let's say i f he ia ' 
lucky, a couple of weeks . I mean , if he --

You are talking about the t•elease of aircraft? 
I am not in any position to say. 

Well, I will say if he is lucky. That 1s a 
per fectly safe statement. He may get the re
lease for export within, say , a couple of weeks. 
He may get it sooner or he may get i t wit~~ 
a week or three weeks . But sometime certainl y 
between now and the 15 th of April, t hey ouEbt 
to know what they can or cannot get. It cer
tainly won't take the Army and Navy longer 
tha.n between now and the 15th of April to know 
what they are willing to do , 

Of course, we have an actual estimate of all of 
the alu:minUIII which 1s required in sheet forgings , 
castings, wire, bars, rods, tub1ttg. The 2800 
P- 40 1 s and 3

1
000 llartins and 3500 Allison engines 

and so many qright engines and so many Pratt 
Whitney engines. This th l.ng has been coordinated 
throughout with the aluminum company and the 
total is t h is 66 million , which 1s approxl..mll t ely 
your 150, 000 tons , which you speal-: of - 15, 000 , 
or wha t ever i t is. This is 1n t ons , but I mean --

Then the aluminu~ company does know. 

Oh, we know what the proposed s ,ooo program is , 
but now I just talked with Martin yesterday . 

Then you do know --

Oh, we knew the original a ,ooo. we have broken 
that all down with the people here , but that 
has a ll changed now.,.. That has never come thrOU£h· 

All right. Now, t.hey are talki1lg about 5 , 000 
planes and - let' s put it on this basis. This 

7J 
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is simple . If you broke that down and that 
order is bi gcer thnn wha t t hey are talking 
about now, could you take care of that? 

VIe f i gured "hen we went ove r those f16Uree 
that that was for 18 months , beginning 
August or Sep tember - the original idea on 
this program wae that it wae to start t!arch 
l , and complete it September 1 , 1941. 

Tha t is the last delivery of the last pl ans . 
It is six months ahead to the Allies, gentle
men , isn ' t i t? 

That has never been questioned. 

Supposing that order was 20 or 25 percent 
bigger than vlho. t you are talkins about now, 
isn't it? I f tbnt o1'<1er rtas placed instead 
of March l , supposing it was placed May l, 
and the whole thing vtllS shoved along two 
months , I mean, t he wh ole thini! was advanced 
two months to American industry. I am not 
tal king about exports , but a luminum to be 
supplied to American manuf acturers, that is 
tly principle . 

The ansl1er to that is unqualifiedly yes , we 
will take care of it. 

You 11ill? And yon will be abl e to teke care 

of - -
Yes, ,e are takint; care of t he virgin aluminum• 
Isn ' t that a fact? 

Yes. 
For any of the outstandi ng orders for these 
things for France and J::ngland'l 

For t he planes . !low, the metal that is ~e1ng 
shipped direct fran us to you, we are asking 
the British to suppl y us that metal thiS year. 

374 
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llow, oaybi interrupt just a second? 8c.f'ore 
Tl& cane ack to that 1 just want to ask if 
you don ' t mind lf1IJ checking , I want to a~k 
Gene ral Brett if he will anawer this . Take 
the order as it was ori ginal ly planned, the 
8 , 000 p l anes , the one that was supposed to 
go through on !.larch 1 and all the r est and 
after all, place tho order two months i ater 
and the del i very dates are all the samo . Are 
you satisfied from the s t andpoint of the 
A.rmy tba t i f that order is placed in this 
country without an7 - that t he al'Ulll1n= com
pany would be prepared to continue your pro
gr am and the llavy 1 s progr nn and take care of 
our donestic needs w1 thout any d istortion , 
take care of you on time an:i then take care 
of the Allies besi des? 

':bat is the r esult of checlts over t he period 
since , well , sta rtinG wa j last year in the 
spring, checlting wi th the aluminum company 
througnou t and then with the expansion progro.m, 
and o f course we have conducted checks not only 
on the ArmY business but on t he Navy business 
and also co"'l!"ercial tmsiness and keeping in 
touch as far as po osibl e wi th fore i gn buSi
ness , and during these pe~iods of checks that 
we have au t omatically kept up with the alw:linw:! 
cOlllpany , I can say tha t every - t here may be 
intangibles that may develop that I can ' t put 
my ~inger on, but today I believe that the 
aluminuo cOI'Ioany can take care of our progreJ:I 
as it i s now.la1d out , can handle the Navy, 
not only froo the air standpoint, but also 
their normal orders for surface craft, and 
that as a result of the se estimates which 
were mado on the origi nal statement of the 
s ,ooo progro.m, that 1n the logica l course of 
production that the aluminum company can 
handl e it, provi ded t h e cont r actors under 
jua t a certain amount of pushing and en
couraging, get their orders in so that they 
can get t heir specifications - special p i eces , 
such as t he forgings and extrusions and thins& 
of that sort. !<011, t hat is the reaction n 
have bad rraz the aluminu= com~Y over a 
period of the last three or four oonths , that 
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every time an additional business was in the 
offing, they have come to us and we have sat 
down and they h ave shown their production 
capacity and we believe - I say this because 
this estimate right here is based on 2800 
P-40 ' s , 30, 000 Ma rtin bombers , 3, 000 Douglas , 
3500 Allisone , 4364 Wr i ghts and 3851 Pratt & 
\"lhi tney engines , 

Now , this is the program that includes sheet 
forgings , extrusions, castings, anC. so forth. 

That is bigger t hon What you con templated . 

There is just one litt le point that perhaps 
might usefully be cade and that i s this, that 
of course what we are trying to do 1s to obtain 
t hose planes in addition to the planes we can 
build 1n Enl;l and and France , not aften~ard, and 
I am not sure whether General Bret t has tal<en 
into account the inquirie s that are in the 
market for d i rect shipment. 

I am coming to that in a minute . I nm trying 
to divide th is t hing . J.ly f i rst inter est 1s 
the use i nternally , anc I ~ant to entirely 
satisfy mysel f that th e i nternal si tuation is 
all r i en t . Tbnt is ~y pri nci pl e charge from 
the President , that wo should look aft er the 
United Sta t es first . 

That is l egiti mate and proper. 

I see wha t you have in your mind, but I will 
come to that in a minute. 

I would like to make one suggestion and that 
is when I say commercial, I am speaking of 
commerciAl ai rcraft onl y . 

You mean the air lines? 

Co:nmercial aircraft, It doe sn 1 t i nclude such 
demands as mi ght be made for such as special 
trains and t he like . 

I wou ldn't expect that. 

~ 7b 
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Speaking purely of the aircraft . 

I am talking about Ameri can airlines or 
that 25 million dollar program for Ci vil 
Aeronautics . 

I am including that. 

Now , captain Kraus , do you differ at all? 

No, I am in entire agreement with i t. In 
fact, the data was collected in t he liar and 
Navy col!II:!On pool . 

You are satisf ied? 

We are sat i sfied with it and I agree with 
General srett. 

May I ask the aluminum company or whoever wanto 
to answer this question, i n connection •1ith 
this order we are talking about , if it is 
r e ceived from the Allies for the planes to 
be manufactured in the United States , i s there 
any question a bout getting any i ngot from any
where , I mean , is there anything - any deal 
that is pending 1n connection with this? 

Not as far as I knOW . Do you }mow of anything, 
JAr . Davie s? 

No, sir . 

I would like to quali.t'y that jus t a little 
bit by saying that Tte want to protect our 
present inventory and keep it about where it 
is and up until the time when our incr eases 
are coming in , Which aro in t he fall out in 
vancouver, September or October, so we think 
in the interest of national defense and the 
interest of t ho United States that it is our 
rosponsi bili ty to carry suff icient inventor y 
of raw aluminum to meet any emergency and we 
have alurdnum and we are making it every 
day, but we think when i t c0!3es to ap this 
extra program that as lllll.ch as we shipped 
~0,000 tons last year to France and Sngland, 
that 1 t is pretty nearly up to them to help 
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out and g i ve us t he insot back here so as to 
protect our position. 

Dtcuse me , I want to stick to this i f you 
don' t mind. I want to have the al~inum 
company answer t he question , The program of 
manufacturing planes as i t i s now, plus the 
proposed order i n the Uni ted States , is your 
ingot situation a ll right? 

Yes. 

And you are no • asking for any release of 
ingots in connection wi tb t his order? 

llo , this order haen ' t been p l aced. 

lie won ' t ask fol' any ingot f r <Tn Canada. 

In comection with this order? 

In connection with the order for airplanes 
which General Bro t t l s t alking about . 

That is what I flanted to kno\1 , ;;ow , you don ' t 
mind my doins it in my own r;ay? 

I H ke that way. 

Haw , as I get it , what you a re talking a bout 
is production and manuf actures of ingots a."ld 
sheets and tubes for export in that ro~ to 
t:ng ].and. 

Correct . 

\'/hich, I o~ther, i s anothe r deal. 

Yes , and which antedn ted this one • 

\'/ell now , you can go to it on that and 
listen, but whOt I wanted to make plan 
domest i c situati on. 

Very good. 

Is that all right? 

IVIill 
i s the 
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Quite satisfactory and i t clarifies the 
situation. 

Now , you people want something exported 1n 
the form of alumi.num products , •lhich is so:ne-
thing else again. 

Vlell now, on the - our difficulty is this 
that before the clearance to place the pl:ne 
order will come from the other side, the 
rather natural question will be asked, will 
this interfere with the output of planes al
ready - for which factories are already in 
position to produco i n England and France . 
That is something Which obviously will be a 
determining factor on whether an; export 
order for planes themselves are placed here 
or not . 

What do you want and when do yo\l want it? 

It is all in your hands , sir, in detail , but 
I would be very happy to go over it again. 
The 10, 000 tone for v.hicll sp.ecifications have 
been given to t he eigl'lth inch of every bar 
and tube and I understand the French have 
g iven specifi cations for 70 percent of theirs . 
After all, you had all t he 9rit1sh - -

Day before yesterday. 

But you have it, that is all. And as a matt er 
of fact, t he only reason that you didn ' t have 
it - you had a tenative one before that. You 
didn r t like the look of that one. You suc;
gested certain changes should be made in it, 
so we went back and made some changes in it , 
whi ch I underatand - but I mean you have had -
I know apecifically that you have had, Mr. 
Da vi es, a atatement of the exact sizes . Ad
mittedly we have changed. 'l'hat often happens 
during a negotiation. 

Mr. Purvia, you and I could settle this better 
without 'llblrling around. 

~ 79 
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I think we need a ring. 

I woul d l ike to point out one thing which 
would make thi s clearer to everyone. You 
sa y you changed around to accommodate ua. 

Oh no , n o , no, no . 

VI el l , never mind. Let me gi v-: you an exo.mplo 
of t he diffi culty v e ore up a c;ainst •men you 
talk about capacities . l.!r . Secretary, I •:ould 
l ike you to l isten to this because I think 
everyone wonders what it is all a bout . You 
told us you wanted 2 ,000 tons o f tubing of 
certain sizes . I told them, "r.hat are you 
going to do nth it?" Do you build your 
planes entirely out of tubing, " because we 
kno11 hor. much tubing it takes i n this coun
try and they are so far a bove there i s nothing 
t o it. I asked if they vrould mind checking to 
see if i t was right . 'lhe;, vtere r:orried about 
a bottl eneck. It came back and instead of 
2 , 000 tons , it Y~t\S 1 , 000 tons , and instead of 
being a little tubo ingot , noVI i t i s b i g tube 
ingot. 

That must be a b i g help. 

So right a~·ay you i no1•ea:;ed the capccity four 
t1 es by that chrulgo . 

Ur. De.vies , I think if I mlly suggest to you, 
you underrate the intelligence of the people 
on "&be other side . 1"/e begin to cab l e and say, 
"Look here , t ubes are goi ng to be ver, , very 
diff'icult and you have got to check, " and 
probably what they do is to turn over t hei r 
capacity to the things that are nore difficult 
to m.ake and gi ve the capacity here to the 
things that nre easi er to make in o roder t o 
illcroase the capacity here . I t hink you must 
assume that the chango •as i n order to ease 
the s i tuat i on. You sti ll think , h o•:ever, 
that the point you a sked me was whethe r or 
no t the - you have had specificat ions . I 
say t o the Bri t i sh - you have had the Br i t i sh 
spec i f i cati ons on everything to the l ast eighth 

of an inch. 
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Tl>O days ago . 

You asked whether you had it. You hD.d it 
1n an earlier form . It hns changed nnd , ae 
you say , it helps the situation from your 
view. I still think , however, tha t the situa
tion as we have understood it , one of the 
reasons why all this hnen ' t moved faster , and 
this , I can sa7 very positively, becauoe we 
have bad two or three rather fierce Anglo- French 
meetings in Ylhich t he d ifference between the 
two .nati onalities came out and everybod:r wanted 
to speak a t once and f o rtunately 1n t hie meet
ing they don ' t , but actually --

You have excluded the French today. 

Actually what we ar e - you would have all this 
specifi call y and definitely for - in the last 
five week s i f we hadn't been coming up againet 
this fac t tha t we shall a ek you to supply the 
materials , which a~;n1n comes ba ck to the ques 
tion of cabling back to England. You may have 
to tell us you can ' t do it . 

I have been begs1ng you to 6 ive us the orders 
so Yte can tell the mill and start working • 

Yr. Davies , i f ~e give you tomorrow 2, 000 tone 
of tube orders , could you start delivery of 
any of it before July o r August? 

It would help t he mill a great deal 1n planning, 
i f they knew what •~s an order and not just 
soo ething I bad been talking about for a couple 

of months . 

VIe had definitely understood that there t:ere 
no deliveries unt1l July or Augus t from you 
on that material . If that 1s changed, you 
can have the order tode.y . 

I might say the same thing I quoted you ten 
days ago on a thousand tons of fore;1ngs stock 
and told you \":e are go1nt; to ho.ve a lot of 
cape.city and we have got to knoW what kind or 
ingot to make i t out of. We would 11l<e to 
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have the order and I think they are cablln 
London a bout that to '11Blce sure they hnven •t 
changed the size or specifi cations . 

I suggestion that th is i s merel y a quest i on 
Mr. Secr etary, of rnoetlne; the - ther e are ' 
two po i nts . One i s , vrhat can they give us 
and the other is , when we kno~r roughl" 
whether they can t~te on so much forging 
or so much tube , what size do r.e want. There 
is always a rovemen t between the two parties 
of that k ind . That is the nature of over --

Mr. Purvis, I am not arguing with you. I 8r.l 

just tryins to indicate willingness. That 1o 
all I wn trying to do. 

I feel this way. I have satisfied myrelf as 
to my chief responsibil i ty that if the Allies 
p l ace t h i s order, can the aluminum company 
take care of our own needs satisfactoril y and 
still handle this addi t ional order without 
going out of the co\mtry for addi t i onal ingot 
p roduction, and you answered yes . Now, vrhen 
you get down to the quest i on of shipping 
aluminum ingots or manufacturing it , there 
seems to be a little d i fference and there 
seens to be a little horse trading going on 
wh ich I don ' t particularly care to get in on. 

We can take care of that . 

I think you can e.nd I think lo\r . Purvis can take 
care of himself , but it has gotten down to a 
horse tradi ng thing, Wbich doesn ' t parti cularly 
concern me , but I real ly don ' t th i nk i t comes 
within my province , but I am sati sfied tha t 
the ch ief thine; - thnt they can hendle thi s 
thing snd - th i s additi onal order and thO 
a l umi num comnany can take i t . They say they 
can, General· Brett says the:; can, Captain Kraus 
says they can, so all we are waiting for i s 
the order and all you a r e waiting f or i s the 

rel eases . 

Yes . ~nat i s the f a c t tha t we can a s sure - our 
o t her l i ttle diffi culty, in order to onke that 
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cl ear, 1e that before our order can caterialize 
from England is that •to shall be ask ed on thil! 
s i d e of the Ttater to give a cl earance that it 
will not i nterfere with the production or pl anes 
over there by limiting shipment o f the alUI!li nwn 
company . 

I don ' t want 
to ge t in on 
1n on that . 

to got in on that . I am not going 
thc.t . !low , I don ' t want t o get 
Tbnt is aome more horse trading. 

I think that is the p roblem. 

It is a problem. 

Well, I appreciate vecy much your comins . I 
am satisfied and I hope you ore satisfied as 
to the industry being able t o take care of the 
altuninum product as i t affects the airplane aro 
en£1ne orders , if placed , and when placed in 
this countcy. 

Yes , subject , of course, to their being able 
to handle this othe r thing which 1s , of CO\Il'BO , 

somewhat questionable . 

Well , that i s up to you folks . 

Yle will try and ge t together. 
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C)f1'1CI Of' THI DIA&CTOA 

TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

llaroh 21, 1940 

MEMORANDUM FOR TilE SECRETARY 

422 

Tho new so-ca.lled "Interoeptor• built by the Curtiu•lfright Corporation 
at the St, Louis plant wu deaigned originally u a trainer for export 
pOlfered with a 'llhirlwind aotor , China evidenoed an interest in it but 
wanted more power, Therefore, the Cycl one 1820, develop ing app~tel7 
1150 liP, was substi tuted tor the 450 liP Whirlwind for which the plane 
was originally designed. The substitution of thi• motor inor sued the 
l11Al!euverab111ty of the plane and developed t. cliJDbing speed of 6300 feet 
per minute whioh, i t i a olaiJDed, outolt.aaes the cliJDbing speed t.t tained 
by any other plt.ne so far t.s is known at this time. 

The a bove into.-tion -• obtt.ined from l!r . Guy Vaughn, Prealdant of the 
Curtiss- Wright Corporation, 'IIIlo pr omised t o give me full detaila on thio 
new model as soon u he could get the intonnation together • 

• 
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The Secretary 

---·---------·------·-... ------

Rep . Harter ' s aviation 

subcommittee or the Bouse 

military affairs committee 

today visited the Pratt and 

ifhltrey plant at East Hartford 

in a body. 
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PP!''t 
liAR 21 1940 

'1- -.pt .., ••• appr•laU'ft tliluka fOJ' 7f1W ,... sat 
Mh et...,.. 1,. lllfallllac • Ulat ,_ kft-' llu-.. ,_. 
••• M ..... tM ............... at ., lu'--• tW • 
al'tl- et \M ....n- Ab hrw 'M ,.ni\W h .tal\ ,._..,.,\7 
t.Mll .......... 

424 

U la • _..,.. .. ,, .. tM& ,_ an a-s.atac W• latt
U• U....\7 h tM I ;eJ* Q at ltah la ti'Ur tW lltftJrlaM 
ua a •• ..., -.. ..,.. a& ; u•u-t•• ..._le w '*• 
....... llf w • ., .... 

n tta ,..,. .. , ~-1 npJ"te. t -1•. r:11 ~ Mr. Allko...ter, 

.. ,_,,ar-

hPJ' ,,_,.., ,..,.., lh Jr 
(Sinnccl) H. Mur~cll .. u, • 

ONGPI~ fOIIW&RD£0 TO ~~'!fli$ff 
fiiOII OffiCl Of THE S£CR~t.IIY 

BJ w- •1•• 11M 11 1940 I : ~ o 
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1>~ 1.\ R.BPt'"Rt.l1)l""E l".RA..~¥'\l~'R 

_ \t ':). iin ,,.~ ~ Dl § 

rionorllbl" 

!':BH:>ONAL 

Fo l l o<~in,. our t.all< "t. Tolle ...rbassy so~" ti'll" in 

Jarll!lr:·. I asl<'!d T.V ..:~o·.ernment. if it woul' allo•• an 

officer- of t h" At"\Prirnn Air r'oree to vL; i t rt>••ula~ly 

the French f ront . 

I h ave the ple a Rur e to let you know th~t I hnve 

j ust had an answer from my Gover nment , accordin: t o 

whi,..h the Air Alinist Pr wilHnrrly accept s t his s•·P••e·lt ion . 

Thn d'!s i rrnated ofl'lc<>~ wi ll be ablP, under t.h• diroct<on 

of thP Hi<"h C olllllanrl . to roll"ct all usef1:1 information . 

He ··•oul • be accomp'Ul i e, durin~ his visits to t.hl! front 

by a Fre nc h office r ar<i ·•oul 1 be e xoect eo to kee;l in 

clos e touch wi th t.h" rreneral stAff of our r. ir r orces . 

I r emain . my d ea r "'~' . .:i ecretary, with best perscn'll 

r e<rards, 
Yours very sincer.,ly, 

l!<>~r;~ t..o ... ~<enthau . 
-'I'Cretary o f the Treasur:;, 

lho Treasury . 
• ta shin..ton , D. C. 
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• !1!>"2 .LA mwaJB].~~UlE lF~~If§lE 426 

Am JB~T§•V.!'t~§ ;!&1-f~ eeL-
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S T R I C T L y C 0 N f 1 0 r ·,t T 
TREASURY DEPARTM.f~t l A L 

INTER·OFFlCE COMMUNICATION 

DATE March 20 , l94o 

TO Secretar7 Morgent~ 

2f 

At 4: 30 t hb afternoon, 1 weceeded in reaoblQC t he l'rencb hba nador b:y 
tel ephone. 1 told hia that the Secret ary vaa aoat 11ppreeiat1ve o! the Allbae
aa4or1a pereonal note o! March 19 and vould pereonall:F aelr:novl eclce t ble 
cor.liiiU.IIicat ion. 

In anever to ~ ~eetlon , the Ambassador ata tod t hat be bod not i nf ormed 
the Stnte Department of the vlllingneea of hie Government t o make the arr&QCe
ment vblch had been euggeated t o him prtvatel:y b;r t he Secret ar:r o! t he 'l'reuur7 
a t an !lmbau:y dillll8r, After ~ obaervationa in tho premieea , t ho .bbauador 
s t a ted thAt he vould intora tho State Depart011nt thAt he bod beeoN aware o! 
t be inter eat in h erlcan air official circl ea or obt a1n1Jll> tbe pr1rllece W>der 
re!er t nee, and thnt he had aceordingl;y co~1cated v1t h bla Gove~ent and ba4 
now obtained thla pri 'rlll&•· He stated t hAt be vould a ttend t o t bla co!:Ulii1C"'" 
t1 on , without indicati ng t ho real eource o! the requeat . 
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TREASURY DEPARTMENT 

INTER.OFFIC E COMMUNICATION 

DATI: March 21, 19lio 

TO Secretary Morcentbau 

,Ro,. Mr. Cochran 

!l'he r eported TOlUIMI of eterliD£ tranaaetiona vaa creatl)' reduced toda;r, end 
the rat e for that c:urrenc:r exper ienced a IIO<I.erate hlproTeMnt . After opeldnc at 
3. 71, eterling adTanced e tellodil:r to 3· 72-'5/S b7 noontiae. l!ueineaa durin& t he 
afternoon vaa fairl:r light, end the rat e remained at 3. 72-3/S until late l n the 
day. !l'he final quotation vao 3. 72- 1/'4. 

Salaa of opot aterlinc by the eix reporting b lllllal totaled i.46S ,OOO, f r om the 
follov i n& aourcea: 

By eo .. erc1al eoneerna ••• ••• •• •• • ••••••••••••.••••••••• • • 214,000 
:B:r for eign banl<a (~ope , South .blerica &ZI4 Far Eaat) ... lo fit·OOO 

fo tal.. •• , 000 

Purchases of spot aterli ag ..ounted to L217 ,000 , ae lo41eated below: 

! y comaercial concern•··········· ···· ···················' 157.000 
:By foreign bsnka (Far East , lfear East end Sou t h America); 6o ,OOO 

Total • • • lo 217 ,000 

'rhe f ollovit!g r eporting bankll ao14 cotton billa to talin& 1.8,000 t o the 
! r i tleh Control on the baala of t he official rat e of 4. 02-l/ 2: 

lo 7 ,000 by t he Guaranty ~ot Co. 
1,000 by the National Ci ty :Bank 

t s. 000 'l'o tal 

The other i mportant currencies cloaed aa follova: 

French francs .0211-1/S 
Guilders .5310 
Sviae franca . 22'42-1/ 2 
:Bel~ .1703 
Canadian dollar• 18-5/Slt dlecotlllt 

Ve aold $80,000 in gold to t he !:ational. :Bank of :BeJ.&lua, to be a4de4 to 
ear£orlted aceoun t , 

CO NFIDE TIA L 

lts 
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The :Ved.eral Reaert'e l!e.Dlc of Vew Yorlc r-ort~ t L- t -.. ""' ... ollowi~~g ahipeente of 
goldt 

$ 5 ,902 , 000 from Ji:n&land., repreaent1ng three ahipmenta liY Samuel Mont "'c 
to the ::Benkert Truet Co , , !lev York , tor account ot t he .Am:f.rdam 

0 w 
Ami! t erd.aa. • 

1,652,000 from ItalJ', shipped b7 the BaDk of ItalJ' tor ita 001!1 aeeOUDt to the 
Federal Reserve l!ank of 'lew Yorlc, 

1 ,692 , 000 fr011 Itel.7, shipped b7 the llenk or Ita4' to the l"oderal Re .. ne llaDk 
of !lev York, to be aaraarlcod for account ot the B,I , S, 

560,000 fro"' Switzerland, ahipped by the Credit Sui'"•• Zurlch, to the aw.rant7 
!!'rust Co. , !Jev York, f or accOUDt of t he Credit SUisse London 

127 ,000 fr01:1 England , shipped by Sl'JIIIuel !o'.ontaeu and. Co., to the Guara~t7 Truot 

= """'=-;:;v:: Co., Nev Yorlt . 
$10 ,133,000 Total 

.Ul of the above shipments , w1 th the exception of t he one from the. Balik of Italy to 
the Federal for account ot t h e :a,I . S. , will be eold to t.he U. s • . A.soay Office at 
:;.., Yor k . 

The Ped.eral Resarve Bank of l!ew York 1111'ortled us that 1•st~ tluq credited 
$6 ,000 ,000 to the Banlc ot ~&Ad' a account and $1 ,1;56,000 to t he account ot the 
Co=onve&lt h llenk of Au.tralia, the su:o of t.hue credih representillg an ad'OIUIC• 
J>81Mnt t or gold &hipped by the Coao:onveclth Bank or Auatralia, vh1ch vat told to 
the U. S. Mint in San l're.nciaoo, The partial pQ~tent t o the Co:~~Comt.,...lth :Bank of 
Auat ro.l ia 1e ot interest, ainoe pQ~tente for similar ahi pments in t he peat baTe 
bee~~ c r ed1 ted entirely to t ho account ot t he Bank or llnclsnd at the Federal. 

There vas a holid:!Jr in India toda,y, and t h e :Borlb~ 1ihar l!!arket ""' clooed. 

In London, t he pricea tor spot and forward other wore both quoted at 20- ll/1&1 , 
ott 5/164. 'Zhe u. s. eq\liqlents were 34.~ and J4 .3U reapect1••4'· The decl ine 
In t he London pr i ces vas a ttribut ed t o t he announccent t het t he Senate li&Dkin;; and 
Curunc7 Coa::>ittee had r eported f8Yorably on t he 'l'ovnao..S. :Bill, which pr ohibita t he 

]>ll'cbaae of foreign ailTer u.n4er tho Silver Purchase Act. 

Han~ and Hanlan' 
8 

and the ':!raasury'a prlcea for foreign sllver vere unebaJ16ed 

at 34-3/4¢ and 35¢ reepectinly. 

'le made ten 'DIU'chaaea at e11Yer t otaling 1,052 ,000 ounces under t he Sllnr 
?urchaae Act. Of. t.hia p ount , 300,000 ollllCea r .,reaented. a a ale troa inY1ntor7 
alld t he ra:oaininG 752, 000 ounceo conai~ted ot nev production !roc foreign countrlea, 

tor r orvard dallvery. 

Ve alao purc!laaed 50,000 oWlCea fro: t he :Bank of Canada Wider 

:.ont bly agre..,.ent. 

our reGU}ar 
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TREASURY DEPARTMENT . Ju 

INTER OFFICE COMMUNICATION 

DATa liarch 21, 194o 

TO Sec r etar7 Worcenth&u 
STRICTLY CONFIDENTIAL 

Wr. Cochran 

.U 10 o'clock thie 110ruiac Wr. llallaAt711e, S.cretary-~neral of tb8 
AAglo-JTench Purcb&alng lloard 1D l&ahiacton, telephoned ae, req~eatinc 
aeeiatance i n faellitatinc the .. iliac !roo New York at 11 o'clock thie 
forenoon on the S.S, Samaria of Colonel R, I. P, Earle. It appeared that 
Colonel Earle bad f ailed to obtain an i ncome tax clearance, coneerninc 
which he had been in touch with Wr . Perou:i at the CUato:a House in New 
Yorlt. Wr. Ballant711e informed me that Colonel Earle received no remuner ation 
!roo the Board, other than a aubahtenee allowance, and that he had b .. n 
o1'tr here onl7 about one 110nth. In &newer to -.;r q>aation, Balla.ntJQe atated 
that Colonel Earle bad been broll&ht over aa a technical adviser on tanka. 
l!e 41d not know whether Earle would be returninc t o t he United Statu. 

After obtaining the advice of l.!r. Baail Harr1a and of lira. ShipleT, 
Chiat of the Pa aaJ)Ort Diviaion of the Departaent of State, I told .Luht&nt 
Secretar)' Sullivan of the aituation, and the latter atr:Ughtened the diffi
cult)' with !lew Yor k , ao that Colonel Earle •• able to aall, 

l.!r. Sullivan ~a ted that I obtain a 11et of the aembera of tb8 
.t.nclo-JTench Purchaainc Board, which ahould be IUbmitted thro1l&h diplomatic 
channela to the Stat e Depart ment, i ndicatint; .. larlea and allowancea, 
whether paid tn this couotrT or 1D hrope, in order that prozpt claar&ne .. 
•T in the future 'be p van ae:tbera of the Com:ahaion, w1thout neceu1t7 for 
& hurried conaideratlon of a caee ouch aa aroae thie 110t'11.1nc. Wr, Purvh 
and Wr, Pinaent , with 'both of 1111o11 I •• taLcinc on 41t!or&Dt IUliJeeh thh 
110rntnc wer e of the opi nion that the State Departaent alr~ bad a lin 
of ~~eab~re of t he CoJDiulon. Wr. Purvle offered to send ae direcHT. or 
through the ilabaaiJ and Departaent of State, a l11t of hit aulltanh, to 
gether w1 th eal.aey tiguru. He relll&l"ked that ltVtral of t he aen, includinc 
biaeelt , received ablolutll;r no coapenaat1on, ei t her 1D the •r ot aal&rT 
or oubeietence a llowance. I told l.!r , Purvh, ae well aa Wr. ?inaent, that 
I would let tbell know defin1Ul7 what we deeired after talldl>tl the •tur 
onr acatn with Wr. SUllivan, and ttnding out .mat the State Departaent 

actuallT hae on tile , 
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P.u~APHRASE OF TELEGR.Ui RECEIVED 

FROM: American Embassy, Paris, Franoe 

DATE: March 21, 1940, 6 p.m. 

NO.: 376 

FOR THE TREASURY DEP.ARTl!EllT FRO!·! HATTH£118. 

This arternoon I called on Couve de Murville and 

talked With him about the existing French practice of 

requiring franc invoices for a portion of exports from 

the United States . Oouve read to me the pertinent 

431 

parte or a confidential circular which the Ministry of 

Finance is sending today to all departments and bureaus 

of the French Government in which they are expressly 

instructed not to request that payment be accepted in 

francs ror exports from "free commercial settlement 

countries• , including the United States to France. The 

circular states that on the contrary, such payment should 

be made in the exporting country 1 e currency - reference , 

telegram of March 7, No . 301 from the Embassy, and 

despatch of March 12, No. 6207, from the Embassy; this 

instruction setting forth this policy was published in 

the March 7 ieeue of Jouroal Offioiel. 

Couve said that the ~linistry of Finance and t he 

Bank of France had always followed the policy (reference, 

telegram of Maroh 20, No. 366 trom the Embassy) that 

lxports trom the United States shoul d be paid in dollar•. 
HoweTer, 
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However, sometimes it is difficult to get other departments 

ot the Government to comply with this policy, especially 

since many ot them were under the erroneous impression that 

it invoiced in francs import authori~ations would more 

easily be approved. Incidentally , he suggested t hat 

American exporters be counseled to insist that dollar pay

ments be made . Oouve also told me oategoricall7 t hat 

they are not considering any new regulations tor restrict

ing the utilization ot transferable trance. 

The French authorities, he admitted, have not been 

too pleased by the franc drop on the tree market. He 

was somewhat critical ot the Britieh measures bringing it 

about, saying that the British had acted •too brusquely• 

and their exchange control administration had been •rigi d", 

but he readily admitted that tbe French problem ie quite 

different trom that ot tbe British. 

END SECTIONS ONE, TWO AND TIIRE!: • 

SECTION FOUR. 

It it were only a question ot protecting the franc, 

he added, t hat could be done wi tbout d1tt1cul ty · 

Couve confirmed that in the Reynaud Cabinet the 

Finance !Un1ster will be Deputy Lucien Lamoureux, the 

Foreign Attairs poet being taken by Reynaud himself • 
At 
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At one time Lamoureux vas a reporter or the Chamber Fina.nce 

Committee, and since 1926 he has served in various Cabinet 

posts, i .nclud.ing a period or nine months as Budget Minister 

in the 1933 Da1ad1er Cabinet. I am glad to say that Couve 

expects to hold his preeent position. 

The eecuritiee mark et was firm today on a light turn 

over. Rentas advanced fractionally. The Bank or 

France etatement published today ebowe no increase 1n 

advances to the state. Currency circulation decreased 

686, 000,000. 

END OF MESSAGE. 

~!URPHY. 

EA :UTW 
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AC GRAY 

BucharEst 

DatEd Ma1•ch 21 , 1940 

Re:c ' d 7:30 :; . m. 

SE crEtnry o£ StatE 

Washington 

89. March 21, 8 · • m, ( s·,cTJ J l' OI'E ) . 

Your 65, Alo.rcl' 12, 5 ~ . 1" . 

p,,r TrEasury ar.d ~rr y ur inf rmatl.c n . 

In stati~tirs qu tEd btlrm c·bta1ncd fr m Ru!r.&.nian 

oust IT'S , GErmany incl•J.c;·ng Austr1a and Cztcl:,sloval{ia 

434 

ant'. the: tVIo mr nths 1 :r;;Eric d DrcEmbEr 1939 and January 1940 

1s C< m\.-arEd t· corre:s:.:• nding m nt;!s e>f ]:orE vi• us ye:ar . 

SECTION O~B. Imports frt m GErmany tt•tallEd 

6~ , 000 rne:tric t ns , a 2~ ~ncrcas e: ~ve:r c~rre:spondlng 

!)ErH d . ThEir lEi ·.aluE was 2 , 500,0CC,000 a 79~ incrEasE . 

ThE r; n ci:r;;al incrtase:s t ccurre:ci 1:: 1r<.n, manu£acturcs, 

macrl':'lrry am! vEC:!iclts uhl<"1 ncr<. 'JntEd for 75~ of total 

vnluE and in •l::.ic~ arms 1m. rrts are: includEd vi th~ut 

disti~rti•n; the: significant lnrrr .sE in >aluE e:r VIEi&ht 

um.t is undErsttcd t t· be: duE broth to an incrEasEd r rrr ortion 

of armo.me:nt and t<- higilEr armament pricEs . I am re:liably 

1nfrrJ".Ed that de:l:i.ve:rie:s tt• Fve:n t;·!£ !' a·.id anti - aircra!'t 

dcf1cizncie:s , anti - tank guns havE be:~n re:sumEd. Im;::>or t s 
of 
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- 2 - #89 , March 21, 5 p . m. from Bucharest 

of explosives werE quadru::;; ltd; decreasEs occurred in 

imports of both vEgEtablE and w"ol tExtilEs , 

SECTION TWO , Exports t c· Germany totallEd 283, 000 

tens, a 45% incrEasE , ThEir va l uE was 2,352 , 000, 000 lEi 

an i ncrEaSE of loa% duE principally t~ tri~ling of 

cErEal Ex~orts and t~ d~ubling ~f valuE of pEtrolEum 

alth~ugh r ttrclEum tonnage declined 1~ . LumbEr Exports 

dEcrEasEd t o l/7th; 11 vest< ck and animal products \~ErE 

a~?rcximatEly thE samE; f ruits and vegetablEs ~rE than 

t r iplEd . 

4 3 ~ 

SECTI 1N TllrtEE. Pttr ltum cxr c:.rts t <- GErmany in mEtric 

sys tEm t , ns according t ( thE MONITEUR DU PETROLE ROUlllAI N, 

DEcember, by DanubE 53, 825 , by rai l 21 , 004, t otal 74, 829, 

January 30,161 by r a il only. 

During January no shipmEnts t < Germany werE l!'.aclE by 

allied o"flllEd c~nr anits lEaving R<•mano-AmEricana as 

larges t shippEr, Nc rail s~i·mEnts via the CErnauti 

Ltmbcrg LinE wErE rcc~rdEd. 

Nt' Russian dElivEriES Clf oil havE bEEn Jr.adE at 

Corfuza sincE thE 8,000 t~ns of lubri~ating ~il unloadEd 

FEbruary 22. It is hCJwEvcr rE orted that somE 13,000 

tons of Russian oil in small Italian tankErs is new lying 

at varna, Bulgaria, awaiting ratl trans ~ ort . 
SECTIO!i 
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SECTIOU FOUR . PaymEnt and transport situatiun. 

LittlE changE has cccurrEd in thE trans:oort situation outlinEd 

in prr.vi· us tElEgr am. ThE incrECISE in oil rail shipm~nts 

t o 33 , 000 tens in January indicatEs that GErmany is having 

somE succEss in supplying addltional locomctivEs and 

r rlling mill stock and is beliEvEd tc b£ now using more 

tr~r 3 , 200 tank cars hErE . ThE Danube is E~<ctEd to 

r£o'O£n next wEEk but thErE is nc reliablE ini'ormatit n con -

unc"Erst c d t c• bt:vE lent s !'IE nEutra l tC~nnagE , amount un-

lm· vm . 

Germany ' s fav• rnblE mErc >anrlts E balanc E c:.f 148, 000, 000 

l Ei for thE • Eri r d indicat Es that no paymEnt c"ifficulties 

wi ll arisE in thE immEd~at.E future and local b anks at 

present arE qui tE willing t< finan~E lil s~pmEnts to 

GErmany in •x-;Ectati<n of T-1'' m t rc; mbursEmEnt throu(;h 

c learing. Ability t c balancE c lear ing in rrrc dis t ant 

future c c n t inuES doubtful and may e E!)End - artly on GErman 

ability to dEmand h igher armament ·-ri<'ES in c mncnsatit-n 

for incrEasEd 'il ~ric£3 . . . 
S"ZCTH•N FIVE . PresEnt · Etr lcum rr6'•llt ; nns antl 

(E'!D ~EC'l'l r OllE) . Fric£ situsti- n . ' • 
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PARTIAL PARAPHRASE, SECTIONS n"O AND THREE NO, 89 OF KARCH 21, 1940, FROM BUCHAREST. ' 

Activitiee of Petroleum Commissioner. Since hie 

appointment in J anuary t he Petroleum Commissioner has 

supervised the establ ishment of domestic sales quotae 

proportionate t o the companiee total production and f1.xed 

domestic prices at t he August level; has prohibited the 

sale of storage tanka without his prior approval; and is 

now understood t o be engaged in making sufficient modifi ca

t i on 1n the mining lav to induce the companies to increase 

production and undertake new exploration, though no definite 

changes have yet been announced. 

Petroleum export regulations. Export of refined 

gasoline of over 68 octane r ating has since September 

bee n admini stratively prohibited by export permit aut hori

ties. This prohibition was extended on March ll th by formal 

order of the Petroleum Cocmissioner to all crudes or 

mixtures containing 68 octane gasoline. All production 

of high octane gasoline is being bought by Rumanian army 

tor s torage. 

A decree law of March 18th establishes for the first 

time a fixed export and import price list in lei for 

all petroleum products, which the companies underst&Dd 

will be enforced as minimum prices on which the 25~ export 

f 80• on the excess of any export tax is levied; and a tax o ~ 

price over this l i s t. Al though possiblY intended aa a 

reYenue uaeure only, informants in the induetr.r state 
that 
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that the effeot of the l aw Will be to set maximum as well 

as m~n1mum pr~oee a t t~s official level since practically 

all Rumanian producers export to ~etributing subsi diaries 

and have little incentive to enf or ce price increases on 

such subsi~aries if So% of the increase i s t aken by the 

Rumanian Government. Moat of the offi oial prices are more 

than 60% above August prices and ?5% above current Gulf 

prices ; t hey are however some 25~ below t he export prices 

prevailing during the previous week and compsn~es are 

complaining bitterly . For exacple 60 octane gasoline is 

?6?0 lei per ton on the off icial list, equivalent to 

$36.24 at the present buyi ng rate of 211 . 65 l ei per dollar; 

whereas the price on !~arch ?th was $48.34 and the corres

pon<ll.ng Gulf price $20.02. This Wide <Uscrepancy between 

Gulf and Constan~a prices is of course due to the Allied 

buying campaign and explains the almost complete cassation 

of sales to oompetitive free exchange markets such a s 

Egypt and Pa1sstins which can now i mport more cheaply trcm 

t he C-ult. 

T~s almost oo11puleory lowering of the price l evel is 

a ttributed i n offioial statements to the desire of t he 

Govern11ent to resume sales to market s having tree exchange, 

so they will not be wholly dependent on sales to Great 

Britain and the clearing oountriea. However, the point ie 

~:~ads 
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made by the companies that the official prices are still 

too high to compete With those in the countries having 

tree exchange which are aooeeeible to ocean transport. 

3:-J 

They give two ot her explanations for the Government action _ 

i.e., it is the .,"ish of the Government to ehor1 soma degree 

of yielding to complaints or Germany and Italy that the 

export prices are too high, and in tbie way bead ott 

demands for upward valuations of the mark and lira to 

compensate for the unacknowledged devaluation of the lei 

on the tenth of March - reference, telegram of March 4, 

No. 63, trom the Legation. A second explanation is t hat 

the British may have deoided to abandon support of the 

inflated price level , being convinced that their campaign 

of oil buying would be rendered ineffective soon by 

the tax of 80 percent on surplus prices, wh!cb mAY make 

over- bidding ao expensive that it would ba prohibitive, 

a nd by the possible institution ~ rl the near future of 

export sales quotas for Germany. There is support for 

the last-mentioned explanation in t he rumors that the 

prices wh1oh the Government adopted in ita official list 

were suggested by Astr a Romana, which is owned by the British 

and ~lhlcb baa been doing most of the buying tor the All1u. 

The Government bas not as yet taken any official atepa 

toward imposi ng quotas tor Gemany; however, for April 

caUvery i t is ruaor ed that on17 60,000 tone could be 

aeoured 
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by buyers in (}ermaey, as compared with the alleged guarantee 

that they would have 130, 000 made available eaoh month. 

It is the bsliet ot the industry that when Clod1ue comes 

to Bucharest the next time he will insist that the guarantee 

be effectively implemented. It is currently rumored that 

the Rumanian (}overnment may do the local buying on a company 

quota basis and resell the product to Germany, as a faoe

saving device for the companies owned by the Alliee. 

There vae det1n1 te indication some weeks ago of an 

embargo by Great Bri ta1n on shipments to Rumania or badly 

needed raw materials ; orders placed in England were not 
~ 

dissenting, and s ellers either pleaded lack of shipping 

space or offered no explanation at all. Unofficially, 
' 

Britieh 

officials in Bucharest admitted that it was by government 

order that this unacknowledged embargo was carried out, 

in order to strengthen the bargaining power of the Bri t18h 

in the struggle tor oil . However, one British official 

pointed out to me that it would have been better if they 

had permitted the goods to go to Egypt, anyway. There 

has apparently been resumption of shipments, at least in 

part. There is still no indication whether the ee~bargo 

was intended merely as a sample demonstration that may 

be employed more forcefully at a later date or whet her 

decision wae reached by t he British that they cannot stop 

oil 
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oil shipments to the Germane without inYolYing Rumania 

in the war, with the ultimate risk that Rumania would 

be forced into Germany 1 a arms . Another point lii&J' be that 

under present t ransport conditione the amount of oil that 

could be shipped to GarmanJ ia not of sufficient strategic 

importance to warrant the risk involved in trying to stop it. 

END OF MESSAGE. 

GUNTHER. 

EA:LW 
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BUREAU OF FOREIGN AHD DOMESTIC CO~eRC£ 
OFFICE Of THE DIRECTOR 

Froa 

To 

For 

.. 

, 

!larch 22, 1940 

Bon. HeJU'1 llorgentbau, Jr., 
Seeret.sr)' of tba Treasury 

Sent at the request of llr. 
Noble , Under Secretary of 
C0111111eree. 

JW114& II. Young 
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8Aroh 16 •• •••• •• ••• •• • llJ 

lueh n , 1940 4 J 

51G!li7IC. "eEl It 1a or little 1aport. nee t h t t he rllte ot c1 ... 
cllne hu rcoent.JJr b&e • lOIIw tb..JI ctur1111 Fe~il> tint 
-tb then ,.. a v.rr J.a.rce drop ot lO pointe in tho f.eMrN 
Doud • • l.nda . n. a1p1!1cut thine 11 t h t the clcolioe 11 
continuin& ud tbet t be !Mrch drop 11111 bo ct 11Ubotel!t1al. -...nt
w.s.. Tbe boet ,_ one ooul.d INID 5t t hh t iM ~oUlcl be lO) 
oa t be lloozd'• 1o4n t or !larch u • C"ln•t 109 f or FebruazT, D1 
the tDCt .r tbe IJCilltb tbe rete or l ndu.trl.&l t.ct1rlty probltbl7 
wUl. bo bal.- tha l nel ot lut \lotuat o 

1106t '**'IFUTOM ill U. pW!Uo liN•• h&" 111terpret414 t.h1l llowina 
ill u. rate .r tiMliM u ,~an uptum in <be e-.rrre or 
ll••' Ulo Jilt no 11cJU ot the bott.ca ot the :r.oe••I.Gn are u 
~ 1a -.1tvn lit alolle a r<ooot UJ .-o.... Conddentlco ot 
U. poriU. ot a r .. ue,Jor 1.--"l•ltdea will e 1ft an U:4ieo.UGG 
~ till ,._.u eituaUca. 

Regraded Uclassified



- 2 -

M'""". - !be llU~blU 1n4uat;rJ bu bMo looked \o 
... ~ .. -- tllil Ucle ot tbe ..... ,_ ........ ioD. To 4d• 
~ llae bel.d at a Ylr'T hi&h ra\1 •U.h U1Mbl1 .. a-.
eciac ~ \baa 100, 000 per iiMk linoe the tir. t or t.be y .. r. 

(thaw•"" Utlita) 

JftA'I»r7 annp ••.••• 103 
Fe~ • •• •••• 99 

Mareh 2 • ••• •• •••••• •• 100 
• 9 ••••• ••• •••..• l04 
I 16••• •••••••• • • • 106 

'rbie )II'OduoUoD •obeclul• wu n141nt:IJ' baaecl on nU cJ.po.W 
Mlll cnat.r t.han baa Men r.HMCI, t>i tll t.he re.ult U.t 
•tooka 1A tbe b.Dda ot ct.alvl baY~ 'bMn &oo\U!Ul&Unc at a 
taat.r $IMI than 'llllal.o lb" t.lll end ot llarch t.bq • lll appi"CCld
•'- Clll ... u aUUoo 'llDita . T'b1a b aa ll<CIIIIiYI l iYil ot nw 
oar iAYIDtoriea e.ad will require a v-t lJ ~ Kl•• "101._ 
.. - &'4ft U.to t.be ~...,. IIJII"1nc bu;rin& J'eriod both to a:aiAtaiA 
out put ~ to pot.ctual.l7 reduoo 1tooka or 191.0 IIOdel CU'I o Ill 
l&DU&r)" t.nd J'ebr\a&r)' n .. c:.r .. J.•• were abo.at. JS i'Cl"'*lt cmtr a 
:;.ar &CO• Tor t.be tirat lO ":r- or lo..r oh •oJ.•• nre on1J l2 
pw -t • bc7YI laat :rear but t b.l.a utlfnorAble lllowinc hal bee 
attrilu\14 to inol-t -thn. 
At tb1a U.. it 11 ditticult to eoe bolt tbl 1114uatr7 could ba.,. 
lta ~ --el ~~r,:~&~~•ioD .l..n proc!uoUoll tllb l;:rinc-111 t a.ot., 
lt ~ 11 DOt I -l.clerabla .l..n- .l..n COftiUMr t..kiqa ill 
tM _,. hiMa, lera- then now ap,..n UltelJ, • oontru.--.1 
1nlt• Ia \Ill n\1 ot ~icm b 1A pro1poot. 

IMII- !bia U\7 1a ot •Jor 1Atereet bloAuao ot ita ri.4e 
-· &lid ita •icaltloeDoe •• a •Jor non4un.bl• good. llew ont-11 
• - liMa balAiw pro4l&eUGD all ot t.bil )'lllr with the con•e<.u.-!01 
\bat w•klep ha ... 'beet:! contiAuoualJ rec!ucec!o Ill rectnt ...0 
~ baa liMa a elictlt ptA--lip 1A n .. lluaiA•n· 

... OrMn tor n., PrifttUI a 'lrapPiq ~'~>JIG' 
('l'l•u•""'• ot t.ona WMtl:l) 

...................... ?2~ 

&e~bcr· ········· · · · 92·' 
,.~ ) ........... . 

• 10 •••••••••••• 
• 12 •••••••••••• . ~········ · ·· Mareb 2 ••••••••••••••• 

7lol 
68.1 
6).1 
66.6 
'7).~ 

44 
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_,_ 
~-W. U.. 1'1M 1J1 <D'N01 ~ b .. OOII~u.cl 
.. • 

11
MJ ~ ----t.lao 1JI tbe la-t •Mit atl tha :W.. 

--'!due~ M(l.Mtq ot tha "' '•· 

Tet.l Pa~ Proil.U.. 
(I'VO«<t ot oapui\7) 

~\. •••••.•••••••••• 12.9 
·~ber ••.•..•.•.•.••• 97.2 
l an.ar, •••••••• •••••••• 90.6 
r.~ .. ............. 16., 
M&roh 2 •••••••••• •••••• 84.0 

• 9 •••••••••••••••• ?9.9 

ru. 1 Hy 1a J:w'O(haeU. - to u _.. lDdicaUw <d U. 
~·• "fi.w ot tile oaUeok thQ tbe opUaiaUc ata~to 
appeu-!Aa 1a tbe ~· s llout a pro•pqUw pin 1a out~, 
1!laUa JII'Od-•• •1oolal ore balo. t.llo•• ot lut J.t~Pft, ~· 
M4 ~ -.• .lmtatoriea -.t be ftr7 h1ch in tbe 1J«bt 
ot tile npendod J)e'04uau.. Mlwdulo Minta inod in the Sopt..ber 
l9)9-J&D11t.J7 l ~ j)ID"iool, 

eotw c.~ 
('nll:n rw!e ..t baloo) 

total • ••• •••••• • •• 4,042 

'·~·········· · ··· "' 

Regraded Uclassified



-DUl' • "'-• * ........ ,._ ~ t- - .,_. 
le 1111 - .. ~...... !lie .. ef U. hef II II "" 
.. 61fta&~ .-\ pft ill ........ all \tlk ef IL ---
ICCU 1 Ia Ya....:cr '•U.. ft ....... et• ; 01 MI f/6 
,, .. ,. I ., ..... -'-&JOPUe\,W ..... 
a.1 ' a .. ennt.aw wuaa u. - *A ~ - -' .. 
• ,, f 

... I ,_. ~ -U.. '- I "" ud \1M nMk-
_. ~ -.in.\ f? F o ~Mal et ~ f~oW nprll\ 
..,., t r' la ...t ..rur.\ we ... lT 1 a• ou \ 1D u. 

'e lll._U... 

Regraded Uclassified



!pPifW , , , JfC'!I! 

015 If' lA * ·- nn ot 41reo\ ,.,..... Mviac oo tala aeoooalo -

•s• ot 001-· F, - ot \M ~·· tl'oa .. ,ftl coaa\1'1• \U.. 
- 1 .... oa G• IDF'O oapart ..... 1\F• 

A .. ,_. tn. 'nlft•1 lllllloa\ao tale\ ~ \l"'lllo wttja U.o\ Oou\I'J Mo 

4Mlha4 eout4notal.F oluo t.llo oa\Wet.k ot \lie war. 'llutrlab s.,...u 

tl'oa Oa...., 4ur111& \M - t.ba or Sop\Oabw, Oo\o-er, a 4 IIOT_..IP, 

1931, .. calF '-3 OM!l\ 9 a1WOII 'llutrloll poudo (t6,'13,000) , U 

oOIIpU"'4 wttal 11 alllloa 'l'ukUb ,_., (tU,IClO,OOO) 111 \lie -

polld1q -tile Ia 1988. 'llutrllll OQDIP\a \o Clonl., Ia , ... - ..U.o -•u ot 19M _, .. • • 9 allllon Tllrtlah pou4a (P,91l,OOO), u 
eo• poi"'4 wtG MJ'O \liM liO a1U1oa (lh,OOO , OOO ) I ta \lie OOft"O'IJ)OIIII1a& 

--- Ia 1 ... 

Gona&F 11 aUo ... \ o llaw objeo\84 \ o \lao rwHrnUoa or ua .. ure 

Tvltlab olu•• 111"04uoUo11 tar \bo All lOI •• 111 -tral oo\, lla\ 

tllo 'l'llftlo OoYOrtaMJl\ IIU UllOa \ hO pooUIO!) ~lla\ 1\ 11 puolJ a 

0-Nial. ·--\loa. 

Gorn01 1e - Ia& a poe&\ attar\ •o Mlll\ala 1•• u:por\o \0 911M•, 
liG\ M8 U4 \0 41aooa\1DM no oapor\o of ustll .. a4 all-, .-4 

1\ Ia aUop4 tiiU s-.doo lo ooopollo4 \o laJIC)J'\ a lo\ ot poor ••utt 
Ia OIP4or • o a1a\a1a G e ol.oar111& ecru•••· n Ia aho ...... \llo\ 

alM\rtool. oo4 otbor _Ill...., oaa oo lollpr M obtai... troa ao.-, 

ollll Go\ ,_.. Ia, aanr-, a ooulderabU opportlllnl\J ,_ Aoari

UJIIOr..,l'a. 

A npon 4aoll., w1tb tlla aooooalo oltudloa In \lin 
toaG't a. _. or 19S9 aoiUMJ'II\al \lla prlaalpal 41tt10ul\loo 

u tDU..I o ....... or ak lllacl l ater. ooablaa4 wull lOor later 

JI'IIII•Untrl eo lMfiQM\0 protoiO\lOD of 0-\lal J"W M\OriW, 

_. u ookiOC -J., po\ro~, oo4 lro!) -; a porill& ao.,.hF of 

foodowrta to -' \lie •-•U• •-"'' oll4 • riM 111 tile 1'01- ot 
........,F ol-loUon wllllll 111 ,.tlae\1!4 In 1aoraaoo4 priMa oa a 

a ' 11r of -•1•1 oo- pU 011 1~ .. •· 

lUI• !lion Ia nparW \0 M • ~rowtoc reno\aDD\ uooc ,.,.,.., ... 

.1111!-~C::.~ii~-- ..... , oo• or aa llri\1111 llolaloon pneu- _. .. 

u.o ,.._, .-., w l oollllltl-. la &441\IOD •o \II• dlaoa\lotootloo 

••~ , ... 111; .n- ot 11'1\lab .. nu••· .. ra....a 'o so un "'*'• 
..... \lien Mo ol.oo 40ftlOpod - t'J'lo\I OD lD Oo .. 0\108 .... \lie 

111'1\1* pea •- ot ,...._, ... -•· U op,....a \!I.e\ Gnl\ lllrl\ala 
Mo ,..__. \0 tua.iP • .,.. .,_ 011 Drt\toll ,._lo tDr • port or 

, ..... ,,_., ot IOO,OCICL\oU ot ••• oo CM 11"0 ... \lla\ AJWio\laD 

•UoriU .. -..,. .. , oUooe\04 .-.... to u.e ro,.l"ll , laoled i OC t» 

lrttt.a, -· ,._._. Ia ..,...u •. 

Regraded Uclassified



~ 4 8 

'

!!!I $$!71!!'..:·: --~ 11 ...-n-s ....... tSttUaltr la Mtala1A& Nrta1a 
1 'lUll ftll- toalt lit fltvslaW 11J AMrliU pro4•1n. 1M• 
_. -~· Jllo ............ ..-~.a~ \otll, ... '1'11'1 .... , .... ... 
lltMl ,...,.. .. nlll N loaM& 1rUe ... 1\lbleH •'"1• U 11 n\W 
la ..... u .. to 110M..._, ._.1a 11 ..-l•lac 1r«1n tor 11rhla ma 
....... 1 ............. - ,, ..... , ... 1 ............. _,rl .. 
ala - ., 17 1aper' _. ,._., .. t1oa on.u, . 

...... of ,_'- ... U..l\\1 o-r~~, .. ft- 11 0 1NOo 

' Regraded Uclassified



.,.,., twx •• , I PIIC& DIDDJI 

(1926. 100) 

19" 1~ 
:-----,,.....--.,..1 ---~----;----:1K·1"\?AA trw -

Jluoe 0 .Alae• hp\. 1 Jlvo llaro 0 Jlvoll, I Jucoa6f 
11 1 26 16 I 9 16 I 19J9 I 19J9 

coa&Od1t1•• • ••••• • • • 76.7 ' 
tara vro41lote • • • • • (t7 .1 
Food a • • • • • • • • • • • 1 70.7 
ill cc•odhJ.•• otbar \baa . 

t ara produo\a &lid t oocS. ' 80.7 
IU4ae Uld bat.ll.r ;.roducte. ' 92. 6 • 
Tullia produote •••• •• • 66.1 • 
PII.G Uld U,ht.J.Da uterJ.a.le' 7).7 • 
Va\ale &lid u\&1. produote • 1 94. 4 
lluil41n& .. t.nw . .... • 90. 2 
Cbnioa>.. and d.rup • • .• 76. 2 • 
!loWI ... t\lmJ.tth!Jii &ood41o o o 0 86.6 1 

VJ.• ce1laneoua • • • • • • • 73.9 • 
• 

• ••••••. 70. 6 . 
S=tunutac~llr..S art.1o1ae •• • 74o~ I 

P1Diah..s pl'OCSWite • • • • • • 1 10.) ' 

74.1 
61.1 
66.7 • 

80o4 I 82, 4 ° 
92. 6 • 91. ) • 
!t7o4 • n .4 I 

7). 2 • 74.1 • 
, , , t "'" ' I 
89o7 I 90,7 t 

74.2 • 77.1 • 
87,0 I 87.1 I 

7),1 I 76,1 ° 

66. 2 I 7),0 ° 
74o4 ° 82. 0 I 

" · ' • 82. ) • 

8) .1 I 

102.4 I 

7). ) I 

72.8 I 

9~o ~ I 

9)o) I 

77oS 0 

19a6 I 

76. 8 • 

72o2 I 

79.7 • 
81. 4 • 

78. 2 • 
68.0 • 
70. 4 • 

8)o0 I 

102. 5 I 

7). 0 • 
72. 6 • 
9So5 1 

9). 2 I 

77.4 • 
£9o6 I 

76.9 I 

7lo9 I 

79o6 I 

81o4 I 

2. 0 • ""' 1.) • U.) 

- 0 .4 ' ·' 
2.9 • ) .2 

10o7 I 10.7 
10.4 • 1.) 

- 1.5 • - 0.1 
1.7 • 2.1 

'·' '·' 1.6 • 4.) 

'·' • ) .0 4.1 • 5.2 

1. 1 • 1. 6 
6.8 • 7. 0 
1.4 • 2.6 
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.:su 
I&ICID Q'WDIIIft Pile& '"'II 

19)9 1*"' 
.U\ ·~----------~~--~------~-------·~~----I 

' ll&rell 22 I AIICU\ 30 I hp\. 13 I IIU'IIII 13 

el~,· I 

f ork • •••• •'I per l'- ' lll/4 I 1.01/2 12 I ll 1/J 
,.1'01111\ •hi~'·' I 

••• t ort • • ••• • • do ... , s.os s.so ,,2J 
, ••~ fork ••• •' do 4.84 s.u 6.64 IJ-~ a\r&1t.e, Ia• ! ork' do 451~. 49 ,;~ 1l/ ., 

1 plao\&Uoa,l.t. do U7 1613 6 I 221/2 18 'J/4 
lij~b\ caUT8 I • I 

C!doaco • • •• • do 10 1/2 ' u 15 I l'J 1/4 
lJ-15 cl.eltlw, • I 

aeriplaAe, 1 .1. •t r eT lb. 1 2.29 2.72 ) .21 2.98 
p tdc'l 1 ... u-ar- • 

1.0 ....,.u~ . . . • • pe.r lb. • a.S6 .. , 9.01 • 10.)6 
ol..o\bo 601164, I I 

)8 1/2 !Aehea, l.t. 'f per Jd, 1 4 )/1 4 S/8 s 'J/1 ' \ topa, llq 1940 • I 

.l tw'N o I , I • , • • 1 f per lb. 1 J/'79. S 1l/8l.S IJ/W.9 • 98.2 
,. ••• w. dllt;J • • • • 

, ••• lork •• •' .. I 2.87 2,'12 ) .70 2.81 

, """·· ... tork' do 4. 75 4.)8 6.45 '·" , Sut.oa , 11o. 4,' I 

tort ••• • •• ' .. ' 7)/8 7 5/S 7 'J/4 I 71/2 
, "'*, cad-co· • ' do 6.m s.6s 7.75 ,,, 

eed oU,- ' • 
tu~, • · r. • .. •JI 6.17 •JI ,,61 IJ/ 7. 30 • 6.87 

• • 

IIU'. ao 

I 

' lll/4 

,.15 
• 6.~ 
' 46S 
• u 9/16 
I 

• u 1/a 

2.92 

• 10.m 

4 7/1 

• 96.7 

• 2,1) 
s.so 

• 71/4 
I s.7S 

• 6.75 
• llq 1~ ~ ' ' Chioap ••••• pcr a.•JI .fn )/4'J/ ,67 l/4 1J/ .as 'J/a• 1.01 s/11 l.OS )/4 

... elan1M, 1 I • • • • 
1be.,Cb1oap' t per "'.I/ 7.58 6.11 8 ,l'J I 5.40 • '·" bNt, u41•, • I 

100 1beo 1 cado I do ,,,. .. ,. 8 , 18 8,6) • 8,6) 

' 

W 1 IliUM, oi\b \be - epUoo ot -1 to~, eot.tcooaeed oU, bop, _. 
are \&It• hoa \lae ICNI'Ml ot c:o:-r"' - 1 \Ope and col+<t"'eed oU an \Ma 
'<all fane\ ICNI'MlJ aDd Bop aAi1 .vera ar• t..- U.• U. s. DepartMilt. ot IC-

IIareell of Apiaul.\llnl lc•ar1•• 

Regraded Uclassified



a.I'OSI'R f'11IC!S OP i'IC IJIOI , llft!L SCUP, AID P'InSHlD nm. 

I na u..lf I Mel Suep ],/ 1 Pinieh.cl Steal Jl 
Due ' 

I 
(Dellal"a p.r srou ~•) 

1 
( c.nw ,or poww!) 

• 
19)91 ' 

ll&l"cb 21 ' 20.61 15.17 2.286 
1q;,~ 29 20.61 15.62 2.2)6 
s., u.t.r 19 22.61 19. 25 2.2)6 
Oc~ber) 22.61 22. SC) 2. 2)6 

19401 
llarcbU 22. 61. l6. n 2. 261. 
larch 19 22.61 16. 54 2. 261. 

}/llued oo ueraca tor bu1c ircn tot Volley turu&ca an.! f ound:ry iron 
at Cbicaao, Pbilec!alphie, Bu!'Calo , Vall.,. &od Gwthero 1.roo a~ 
C1oc1nD&U. 

1/ 8u.cl u Jo . l be&")' o:eH111& a"el ~ouotatiooa ~t. Pithburab, Pbll£
dal~lli&, &lid Cb.l.cczo . 

J/ Ba.&c!. OD neel bars, beau, t..Jilt , l&"•• ire, rUla, bUck p1~, 
ehaatl &Ad bo~rolled etr1p. The.. r..So1c\e r~aaeot 8 5 ;Arceot 
or tb& 11&1\ecl St.at.ae ..utput. 

451 
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t 
t 

19)91 t 

liar* 22 t 4o ~ - 4. 75 I ) .125 - ).,17, I 

~ )0 1 4o75 - So00 1 )o.J'75 - )o7S 1 

S.~- 1) I 6o25 - 6o1'7S I )ol'75 - 4.00 I 

1MOa 
...... 1) 
Jle.nll:IO 

s.as - 6.oo • 4.125 - 4.25 • 
5 • .as - &.oo 1 4.12s - 4.25 • 

~;;'!() ,, 1 S L'o S v 

( Dollar• p..- buftl.) 
t 

1 o."JO - o.n 
11.71 - 0.10 
0.125 - 1.00 

I 0.91) - 1..05 
1 o.to - 1.05 
• 

Regraded Uclassified
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