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ATTACK BOMBERS

On hand in Continental United States:
Nos, Type
93 A=-1TA 220
80 A-17 200
These are not dive bombers, but low flying attack planes
carrying 1 flexible (tail) and 4 fixed machine guns, They have a
range of 700 miles with a 600 pound bomb load of 30 or 100-pound bomba.
They are not equipped with leak-proof tanks or crew ATmOr.
About 65 of these would have to go to air depots for about a week for

minor overhaul or to be fitted with machine gumns,

BOMBS: There are sufficient 100-pound demolition and 30=pound
fragmentation bombs on hand in the United States to equip 100 planes
with 15 missions of each type. However, this would prastically £rip
the bomb reserves in the United States,

A1l bombs just removated; none deteriorated.
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—Spead
A-17A 220

A-17 200
__m-mmggm, but low flying attack planes
carrying 1 flaxihle thu]m;nm-uhmm. They have a
wurmﬂclﬂﬁlﬂpmﬂw-hludarjﬂarlwhﬁ.
They are mt-quippdﬂthluk-mnrtuhnrnrnm.
jbuntﬁjufthuimldhlﬁt-aptuu!:d-pnhforlbmttmkfur

ﬂmrwhnulurtahrithdﬂth-ahmm.

BOMBS: There are sufficient 100-pound demolition and 30-pound
fragmentation bombe on hand in the United States to equip 100 planes
with 15 missions of sach trpe. However, this would practically srip
the bonb reserves in the United States,

All bombs just renovated; none deteriorated,
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PURSUIT PLANES AVAILABLE FOR PURSUIT PILOT TRAINING

~5y7T PLANES ON HAMND in Continental United States:

Ho, Iype  Spesd
116 P-36a 300 mph
(For 19 combat squadrons 30 P-36b 320 mph

requiring 500 planes) 62  P=35 240 mph
37 FPB-2a 200 mph (too dangercus for pilot training)

There are now 208 pursuit planes available to train 300 pursuit pilots, the latter
number increasing by 50 pllots every six weeks., With no prospective delivery of new
pursult planes before Dctober, we will then have 450 pursuit pilota in squadrons to be
trained,

Attrition and delivery delays dus to engine production difficulties have been
ignored.

MONTHLY SITUATION, JULY 1, 1940 - FEBROARY 1, 1941:

Wumber of planes availahle under assumptions indicated
with no attrition consldered
and assumed P-40 deliveries - 80 Oct, 1j 80 Now, 1j 40 Dec. B

(1) (2) (3) (4)

Nonme to Allles; 146 P=36 to 208 P=35 and 208 P-35 and P-36

25 per month to Alies; 122 P=36 to Allies to Mllies; over-

overseas garrisons WVoltee and 122 Vultes & seas garrisons

Oct, 1 to Feb, 1 Republic del- Republic del- shipped 25 each
iveries; mone iveries; none month beginning
to overseas to overseas Oct, 1; 122 Vultee
garrisons garrisons and Republie

deliveriea

208 68 & (]
208 78 15 16
208 90 28 28
263 189 127 102
450 318 294 232 1s2
333 358 296 221
500 308 371 309 209
550 283 3z 3z2 197

Under most favorable conditions, there will contimue to be an insufficient number
of planes for tactical training of pursuit pilots; a further decrease in planes will
aggravate an already serious deficiency. The gquestion then is to what extent we dare

DELIVERY OF ATRPLANES| & «-sdlan
Republic Vultes
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PURSUIT PLANES AVAILARLE FOR PURSUIT PILOT TRAINING
pURSUIT PLANES ON HAND in Continental United States:

No, Irpe Speed
116  P-36a 300 mph
(For 19 combat squadrons 30 P-36b 320 mph
requiring 500 planes) 62 P-35 240 mph
PB-2a 200 mph (too dangerous for pilot training)

There are now 208 pursuit planes available to train 300 pursuit pllots, the latter
susber increasing by 50 pllots every six weeks, With no prospsctive delivery of new
pursuit planes befors October, we will then have 450 pursuit pllots in squadrons to be
trained,

Attrition and delivery delays due to engine production difficulties have been
ignored.

NOUTHLY SITUKTION, JULY 1, 1940 - FEEROARY 1, 19413

Mumber of planes available under assumptions indicated
with no attrition ccnsldered
and assumed P-40 deliveries - 80 Oct., 1j 80 Nov. 1j 40 Dec. B

(1) (2) (3) (4)

None to Allies; 146 P-36 to 208 P=35 and 208 P-35 and P-36
No. of 25 per month to Allies; 122  P=36 to Alliea to Allles; over-
pursuit overseas garrisons Vultee and 122 Vultee & seas garrisons
pilota Oct, 1 to Feb, 1 Republic del- Republic del- shipped 25 each
requiring iveries; none Iiveries; none month beginning
training to overseas  to overseas  Oct, 1j 122 Vultee

garrisons garrisons and Republio
daliveries

300 208 68 é6
Aug, 350 208 78 16 16
Sept. 350 208 90 28 P
Oet, 400 263 189 127 102
Nav. 450 318 294 232
Dec, 500 333 358 296 21
Jan, 500 308 Eyal 309 209
Felb, 550 283 384 3z 197

Under most favorable conditions, there will continue to be an insufficient number
of planes for tactieal tralning of pursult pllots; a further decrease in planes will
aggravate an alrsady serious deficlency. The question then iz to what extent we dare
1izit the development of our pursult squadrons.

pELTvERY OF ATRPLANES( 2 <o)

Republic Vultes Totals
6 6
10 16
10 g
9
13 T2
12 96
109

122
135




(mn hand
Required for PWP

Excess, before commitments

Committed for exchange 100,000,000

Excess, immedistely available
for exchange 30,000,000

In addition we can make available 4,000,000 rounds
per month until August lst, thereafter 10,000,000 rounds
per month wntil Deceamber, 1940, in exchange against
50,000,000 rounds now on order.




On hand
Required for FMP

Excess, before commitments

Committed for sxchange 100,000,000

Excess, immediately avallable
for sxchange 30,000,000

In addition we can make awvailable 4,000,000 rounds
month until August lst, thereafter 10,000,000 rounds
mo

per
per month until December, 1940, in exchange against
50,000,000 rounds now on order.
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On hand 580,000,000

Required for PMP 450,000,000

Excess, before commitmenta 130,000,000

Committed for exchange 100,000,000
Excess, immediately avallable

for exchange 30,000,000

In l.dd.itim can make available 4,000,000 rounds
per month um ti1 August lst, thereafter 10,000,000 rounds
per month wntil December, 1940, in exchange against

50,000,000 rounds now on order.
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ATTACK BOMBERS

On hand in Continental United States:
Hos, Type _Spead '
93 A-17A 220 |
80 A-17 200

__ These are not dive bombers, but low [lying attack planes
carrying 1 flexible (tail) and 4 fixed machine gun;. They have a
range of 700 miles with a 600 pound bomb load of 30 or 160-pound bonba,

They are not equipped with leak-proof tanks or crew Armor.
About 65 of these would have to go to air depots for about & weak for

minor overhaul or to be fitted with machine guns.

BOMBS: There are sufficlent 100-pound demolitien and 30=pound
fragmentation bombs on hand in the United States to equip 100 planes
with 15 missions of each type. However, this would practically srip

the bomb reserves in the United States.

All bombs just renovated; none deterioratad,
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MMMEMMM
S ON HAND in Continental United States:

No. Iype  Speed .
116  P-36a 300 mph
‘combat squadrons 30 P-36b 320 mph
Fing 500 planes) 62  P=35 240 mph
. 37 PB-2a 200 mph (too dangerous for pilot training)

® are now 208 pursuit planes available to train 300 pursuit pllots, the latter
ng by 50 pllots every six weeks, With no prospective delivery of new
before Ootober, we will then have 450 pursuit pilots in squadrons to be

H.u and delivery delays dus to engine produstion diffioulties have been

]

ETUATION, JULY 1, 1940 - 1, 1941;

Mumber of planes available under assumptions indicated
with no attrition considered
and assumed P-40 deliveries - 80 Oct., 1; 80 Nov, 13 40 Dec, & '

(1) (2) (3) (4)
None to Allies; 146 P=36 to 208 P=35 and 208 P-35 and P-36
25 per month to Alies; 122 P-36 to Allies to Allies; over-
overseas garrisons Vultee and 122 Vultes & seas garrisons
Octs 1 to Feb, 1 Republiec del- Republic dal- shipped 25 each
iverles; none iverles; none month beginning
to overseas to overseas Oet. 1; 122 Tultes

garrisona garrisons and Republic
deliveries
208 68 6 6
208 78 16 16
208 90 28 28 I
263 189 127 102
318 29, 232 182 ]
333 358 296 221
308 m 309 209
283 384 322 197

#r most favorable conditions, there will continue to be an insufficient number
| for tactical training of pursuit pilots; a further decrease in planes will
 an already serious deficiency. The question then is to what extent we dare

development of ocur pursuit squadrons.

DELIVERY OF M( 2 v dpan |
Republic Vultes Totals
6 &
10 16
10 P 28
9 10 47
13 12 72
12 12 96 [ =T
L 13 = 109 - E ..-,
13 122 -

13 135



MEMORANDUM FOR THE PRESIDENT:

The British Oovernment, fearing that Cermany may inspire litigation
in this comntry for the purpose of tying up British Governmeat Tunds here,
is anxious that British Govermment funds held at the Federal Feserve Bank
of New York be held in the name of the British Govermment rather than in
the name of the Bank of England. The British Goveroment has been advised
by American lawyers that through such procedure the possibdlity of British
fovernment funds being tisd up is reduced, because of the imaunity from
suit enjoyed bty a forelgn government's property.

The Dutch Government has also requested that certain of the accounts
held by the Federal Reserve Bank of New York in the nams of the central
bank of the Netherlands be transferred into the name of the Hetherlands
Government.

The Federal Ressrve Bank of New York has some doubls as to its
ability to hold aecounts for foreign govermments unless it is authorised
to do so by the Becretary of the Tr « It is my opinion that by
virtue of the provisions of Beotion 5 (b) of the Trading with the Enewy
Act, as amended, the statutory provisions relative to the sppointaent
of Federsl Reserve banks as fiscal agents, and the stabilisatiom provi-
sions in the Gold Reserve Act, the President and the Becretary of the
Treasury have the power to authorise the Federal Reserve Bank of New York
to hold mccounts for foreign governments. As you know, it is in the
interests of this Govermment that thers be maintained at the Federal
Ressrve Bank of Hew York, as distinguished from other commercial banks,
accounts of certain foreign governments which are used in comnection
with the purchase of war materials.

Accordingly, if you approve, 1 propose to send the annexmed letier
to the Federal Eeserve Bank of New York suthorising the Bank to open

such accounts for the British and Dutch Govermments. If you approve
the foregoing, kindly indicate at the foot hereof.

(bagned ) B. Morgeathas, Jr.
Secretary of the Treasury.

AL

&H-“". ¢
File to Mr. Thompeon




Dear Rirss

Enalesed is & semerendw reseived frem the Flnmsial Comsellesr
of the British Eshassy om May 27, 1940, in whieh the British
Goverssent asks that i%s sscomts with e Fedarul Reserve Bank
of Now Jork standing ia the neme of the Dank of Buglsnd be s~
verted inte sscomts with the title in sash case of "His Britemmis
Bajesty's Govermmeni's Assowmi®.

Tou bave alse sdvised this Depariment that the Netherlands
Govermment in Lenden has asked that seriain of i%e sscomts in the
name of Do Nederlandsehe Bank be trensferred to sccowmtis in the
nane of the Begul Netherlands Gevermment.

The Treaswy Depariment would be pleased 1o bave the Federal
Beserve Dank of New Yok, as fisscl sgent of the United Mates, spm
and maintein the secoumt requested by the British and Betherlands
Governmenis on the seme besis that the Federsl Reserve Bank handles
“mmﬂw“ﬂhﬂml.—ﬂ
Tederal Resesve Dank of New Jork o do se.

Very trly yours,

Besretary of the Treasury.




THE WHITE HOUSE

WASHINGTON

June &, 1940,

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

I am delighted to have that
1ist of surplus ma teriel which 18

sready to roll*. Glve it an extra

push every morning and every night

until it is on board shipl




June &, 1940.
G230 p.m.

E ALLIED PURCHASES

lMr. Nelson
HMr. Young
Mra. Klotz

T asked him if he knew you and he wasn't
sure, Governor Lehman. He just dropped
in for a minute. I thought this was
rather nice from the FPresident.

"I am delighted to have a list of surplus
materiel which 1s ready to roll. Glve us
an extra push every morning and every
night until it is on board ship."

Isn't that all right?

That is all right.

Isn't that cute? That is what you have
been saying all along, "Push 'em."

I am just trylng to do my buslness.

furtiss-Wright Corporation, to the

Secretary from Mr. Young. “+

"The British have exerclsed an optlon
dated May 3lat, 1940, for fourteen

hundred fifty propellers (thres different
models), including ten percent spare parts.
This contract has a total value of seven
million four hundred fifty-six thousand
dnllars with delivery scheduled from
September 30, 1941, through December 3lat,
1541.

Mhe French exercised an optlon dated

Hay 31lst, 1940, for one thousand elght
hundred ninety propellers {two models).
Total value of the contract amounts to
eight million two hundred forty thousand
dollars with delivery to be made some time
during 1941 (exact schedule not yet avall-
able).




-

"The total value of these contracts amount-
ing to fifteen million six hundred ninety-
six thousand dollars includes one million
dollars of development costs heretofore
incurred by Unlted S5tates Government.

"In addition to this total wvalue, two
million elghty thousand dollars has been
contracted for extenslon of plant capacity,
two hundred forty-five thousand dollars

for personnel tralnlng and overtlime, and
three hundred thirty-six thousand dollars
for income taxes.

"The total value of these contracts plus
capitel assistance ltems amounts to
approximately eighteen million three hundred
fifty-seven thousand dollars.

"Worth American aviation:

"on May 28, 1940, the French contracted
for four mmdred fifty NA-76 tralner alr-
planes end five hundred fifty Fratt &
Yhitney 1340 S-ZHl engines. Delivery of
this order to start August, 1941, and to
be completed in June, 1942, (for the alir-
franmes) and August 1942 (for the engines).
Total value of the contract amounts to
sixteen million three hundred elghty-six
thousend dollars; no capltal commiltment
involved."

Well, they oughtn't to buy any of those
five hundred Pratt & 'hitneys. I told
them not to. Vhat size are they?

1340 englnea? I don't lmow.

T told them not to. I told them anything
under s thousand horse-power, to rive it
to some other person. I noticed the other
day they did that on something else.

That is charecteristlc of them.

111l you bring that to thelr attentlon,
Phil? I told them necthing under a thousand.
Anything over a thousend, yes, but anything
under s thousand, szomewhere else.




Helaon:

H M. TIPS

Young:

HoMaJP2

Youngs

HelMo I

That sounds smart.

I thought s0 and I have told them that
steadlly. Another one got by me the other
day. Tell them thls 1s not keeping faith.
Well, they probably figured that as long
as theyihnd an optlon that might let them
out of 1t.

Well, bring it to thelr attentlon. Will
you let me have an answer on that?

Yaa, sir.

Thompson meachine guns, 45 calibre in the
Navy.

Boiling this all down, what can they do
on thisa?

They can't get Navy machine guns unless
the new legislation goes through.

Are you sure of that?

So far. .

Have you spoken to Mr. Foley?

Yes. Oscar Cox has been working on 1t

steadily. You see, the Navy wouldn't let
them go unless they get the money.

What do you mean?

You can have them changed between two
Government departments if there 1s reim-
bursement.

(The Secretary held an unrecorded tele-
phone conversation with Mr. Foley.)

That 1s the advantage of having a General
Counsel.

That 1s right.




Youngs
¥lotz:

HoM. Jrg

Melsont

Nelason:

Now, what do I do with thils? This 1is
only copY¥.

¥ou can glve 1t back to me.

Then what do we do about 1tf%

Well, we have & system.

I will get 1t photoatated.

Vie have a systemn.

That 1= the purpose of these meetlngsa.
I want all of that clear, not Jjuat the
machine guns, the whole works. Don't
you think they ought to have that for
this meeting?

we will talke the memorandum for this meet-
ing and give 1t back to you.

Think we can trust them?

I think so.

In connection wlth that, they llst these
other guna on the bottom. There are
some Lewis machlne guna.

o, I sent this in to you. This was sant

to you firat. Thls 1s the sane copy. e
will send it back to you.

Make a note we get it back in the morning.

Don't forget Mead.

I ealled them back on thes dther guns,
beceise they locked llke the same guna the
Army sold to them and the prices are twenty
dollars higher.

That is your Coordinating Committee on
Purchasesa, That goes to the Army and Navy
vhen they sell us.

That is right. We will coordinate it.




H.M. 1 Miith respect to the request of the
Anglo-French Purchasing Board for an addi-
tional two hundred fifty million rounds
of .30 callbre cartrldges, Colonel Burms
informed me that thirty million rounds
could be released immediately. In addi-
tion, the War Department will make further
releasea of .30 calibre ammmition, now on
hand, if it recelves no ammmnition for
replacement. Release of this emmunition
will be as follows:

June 4 million roundsa
July “ » "
Auwgast 10 "

September 10

October 10

November 10

Decembar 10

frais ammnition will be relessed at a price
of thirty dollars per M.

"The foregolng information was communicated
to Mr. Purvis this morning, who stated that
the Anglo-French Purchasing Board would be
glad to buy this sammnition.”

I have a covering memorandum which I will
come to. I had a half hour thls morning
with General Marshall.

Nelson: We aren't doing very well by them with only
thirty million. They wanted two hundred
fifty. That renders those gunsa practieally
useless if they haven't got .30 ecallibre
ammnition. We will have to do something

on that.

Couldn't you look into the situation of the
marmfacture of the .30 callbre ammnition?
What 18 the situation in the United States?

Helson: T have made & note on that for Mr. Young
and I to go after it and see what we can
do, becauae they wanted the guns and you
can see the guns would be no good to them
without the ammmition.




Heldu JT2

Nelason:

H.M.Jr:

Young?
HoM.Jr1
Young:

H.M.Jr:

Nelson:
HoM.Jr:
Nelaon:
Helo I3
Klotz:

HoM. Iy
Young:

HaMaJr2

All right. That 1s the kind of service .
we glve around here.

This is the same informatlon.

Now, where is the ammmnition thing on the
firat? Yow, they have discovered 93 A-17-
A'a., I don't kmow what they are.

Those are Northrupa.

And we cen get them?

Right away.

Yes. This 1s General Marshall., He sald
T could have 93 A-17-A's and BO A-17s.

They made a request for that yesterday.
Who 4147

The Commisslon.

Well, we can have these.

Were these gilven to you by General Marshall?
Yes, this morning, all three.

Okay.

He says these are not dlve bombers, they
are low flying attack plenes. Anyway,
they can have them.

As you please.

He sald 1t came down to us through Colonel
Burna.

Wow, the last thlng here glves this expla-
nation why we cannot have these Swedish
things. 1 agree with general Marshall

that this thing of the Republic and Vultees
18 out and after you read that long
technical memorandum you will see why. It




Just completely shoots the whole training
program to Hell and gone. You can read 1t
afterwarda, will you?

Surs.

ut of this thing, we do get one hundred
seventy-three planes, which 1a zomething.

Tat 1s something.

Just to lteep the record stralght, make a

note to tell this to Foley, lr. Sumer

“lelles is not satisfied -- he 1s satlsfled
vith Ceneral Marshall that we can't glve

the planes up, he ls satlsiled on that,

btut he personally will call up the Solleltor-
generel and get the leglslation through
malring it possible for us to take the planes
away from the Swedes. I told General
llarshall this, I said, "Look, General, here
is the Kingdon of Sweden that 1s at peace.

ile go to work and take away a hundred and
f1fty or two hundred planes from them because
they are at peace and glve them to a
belligerent. I don't think it smells =0 good. "™

Zxeept on this basis, it would seem to me,
lir. Secretary, and this 1s gettlng in the
State Department's province, 1f Sweden today
i1s 1iterally under the domlnance of Termany
and Germany could go in there any moment,
anything you delivered to them could go

inte the hands of the (ermans.

Vell, enyway we have got something.

Yes.

Now -- Melson you are doing pretty well.
You got fifty yesterday.

Have you told Purvis about 1t7
Ho.

Am I supposed




H.M.Jr:

Nelson:

HeMsJrs

Nelson:

HoMoJr:

T

I think I would tell him tomorrow, because
Marshell has to tell a couple of generals
and by the time 1t gets down to Bumsa --
I would tell him tomorrow.

Now, this Canadian Empire training program.
We can't do what 1s in this first peras-
graph, with this big training program com-
ing along.

We wlll be subjected to a great deal of
critlclam.

We can't do thils. Have you seen this
memorandum?

No, sir, I haven't.

Well, they are asking for five hundred
Harvard trainers and for us to give them
priority over ours. I don't see how we
can do that, do you, Fhil?

we can't possibly.

Now, "In addition, in order to meet the
engine requirements for the planes which
will now have to be partly bullt in
Canada, Mr. Howe has negotiated (subject .
to U. 3. administration approval) a con-
tract with the Jacobs Company for
delivery of two thousand engines (three
hundred thirty horse-power) prior to the
end of December, 1941 (three hundred
twelve will be delivered by end of
December, 1940). While this far fram
meets the Canadian Government's require-
ments as regards dellveries, neverthe-
leas there was no better alternative
offered., At the request of the U. B.
administration, this order has been hald
up during the last week or ten days in
view of the desire to visuallize the whole
airplane engine situation.”

What about that?




Nelsoni

lelsons:

Klotz:
Young:
Nelsons:
Hollodre

Halson:

- ane

DMdn't you tell us yesterday that they
didn't want Jacoba englnest Ve sent
them yesterday to see Mr. Mead ahout
these Jacobs englnes.

And I spoke to Knudsen about 1t this
morning. I asked KEnudsen to glve me an
anawer on that by tonight.

He isn't going to do 1t.

He was sunnposed to call a meeting thia
afternoon.

Would you ride Knudsen on 1t%
I will. I will be right efter him.

On the two thousand Jacobs and three
hundred thirty horse-power.

They arranged for the Jacoba people to
come in tomorrow morning.

Have you gpot & copy of thias?

Mo, I haven't seen it. ¥here did it
coms from?

Tt came to me. I called up Purvls and
sald I had been walting for a memorandum
on 1t.

Rallantyne gave 1t to me this afternoon.

He ought to glve us the copy so we can
follow it up.

When I pet a chance, I will maeke & cCODY.

The aystem works.
Oh, doea 1t? All right.
This thing here --

T will take it up with Bill Knudsen rlght
AWAY .
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I will give you thls and then we will gat it
back tomorrow.

"Bacause of the urgeney of the Empire train-
ing acheme in 1ts relatlon to the supply of
combat pllotas, it is requested that the
Canadian Government be allowed to go ahead
aither with the Jacobs crder or with an order
for some equivalent type of engine which will
fit into the aircraft frames (the latter
polnt 1s made because Dr. Mead felt there
might be an alternative that could be worked
put for small Wright or Pratt & Whitney
engines)."

Off hand, I don't agree with him. Hene is
Jacobs, they have got a nlce set up, 1t ls
their owm engine, they lnow how to make 1t,
two thousand engines would last them for two
years, they go ahead and turn out the thing
and I don't see why we don't leave them alone.
Wow, get that back to me (handing memorandum
to Mr. Nelson). ;

I don't see why we don't let them go shead
and I asked Enudsen to clear it by tonlight
and I spoke to him about it thls moming.
While these fellowa are making up their
minds, these people know how to make their
own engine and until they begin to turn out
g small Wright and a small Pratt & Whitney,
weeks will pass and the plea that Furvis
made, he is wrong on 1t this time, 1s that
he has had several requests from Howe, who
1s the new minister of defense for Canads,
on both things so he would like to do both
things and this fills this fellow up with
business and I don't see why we don't let
Jacobs go. Check?

Yes.




H.M.Jre

Helsons

HolMuJr:

Welson:

H.M.Jr:

L

"Dear General Arnold:

Based upon your conversation with

Mr. George J. Mead thia morning, and at
his direction, I am returning herewith
your memorandum to the Asslatant
Secretary of War under date of June 1,
1940, in which you dlascuassed the
advisabllity of placing an educational
order with the Ford lMotor Company for
the fabricatlion of P-38 (Lockheed) two
englne pursult alrplanes, together wlth
& latter from Asslstant Secretary
Johnson addressed to Secretary lMorgenthau
of the Treasury.

"It is Mr. Morgenthau's understanding
that this disposition of the matter ls
satiafactory to you aa you do not deslire
eny action to be initlated at present.”

This 1s juet returning this Louls
Johnson thing, educationel order of P-38
Lockheeds. Kraus i1s sending 1t back to
General Arnold. You don't want that.

Shall we notify Ballantyne of your anawer
on this Jacobs thing?

I think I would wait untlil you could say
yes on the Jacoba.

I will, If we say yes all on one --

If we say yes on one and no on the other,
it tastes a little aweeter.

Here 1s the thing on Thompson sub-machine
gun and TNT.

"oolonel Burmms informed me tonight that,
although the War Department could not
release delivery on fifteen hundred tons

of new TNT as requested bi the Anglo=
French purchasing Board, 1t would release
immediately thirty-five hundred tons

(seven million pounds) of grade three THT.
It is my understanding that this TNT

to be released, although old, 1s in service-
able condition.”
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Well, there 1s nothing for me to do on
this.

Nelson: No, alr, that 1s following up the memo-
randum,

Youngs: 8tlll working on the memorandum on TNT.

Helsons: That glves them more THT than they asked
for.

Hollo Jr2 Wonderful.
Haelsons They asked for fifteen hundred tona.

Hollo Jrt Gentlemen, bellieve i1t or not, that is
mins. HNow, only in fairness I will give
you a chance. What have you got?

Nelson: Well, I told you all T had this morning.
HelloJrs th, nothing has happened aince?
Halsons Not since then.

HelMe e You no sconer will have the room than
ieReynolds calls up =-- Generallssimo, as
I call him -- then goea into a long
explanation about this committee of three
and was 1t all right with me and I sald
yes, "I think 1f you go back and telk to
iir. Stettiniuas you will find that
¥r, Nelson has already called him, but I
em always glad to hear from you, Maec."
It was all right. 3o themn he went
through the whole same story about this
committee of three.

Nelason: Fine.

H M. Jrs How are they getting out over there, any-
way, do you know?

Helson: They are moving slde ways at a considerable
distance now. Shortly they will be able to
move forward, I think.

That 1s marvelous.
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I'never heard that one before.

That 1s wonderful.

It reminds me of you walking with your
back to the ground.

One day I sald I used to waelk always
with my back to the wall to keep from
belng stabbed, but I dldn't find that
was safe so I walked with my back to
the ground.

Is Mead still in cur bullding?

He has moved. Johnson 1s atill left
there.

Vhere did they put lead?
I don't know.

Didn't they say In the Munltlons bullding
somewhare?

I will bet he doean't like that.
Are you being taken care of well?
Very well, sir, very well.

Have you got all the eclerical help you
need?

Everything that we want. We have a very
able bunch of asslstants around thers,
Nothing I have asked for that I haven't
gotten 1like that.

The only thing, I would just sort of like
to test Knudsen out and ses 1f I ask him
something at ten minutes of nine in the
morming and ask to get 1t before sunset
whether there is any chance of getting 1it.
That was the twe thousand ==

I have a question before you get through.

A1l right.




Young:
H.MaJrs

Young:

Holle J2

Yelson:

Young:
Klotz:
Young:
H.M,Jr:

Young:™
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He doesn't want to be put out.

Go shead, Fhil.

- Is there anything new on the motor boats?t

I underatood that wes finlshed.

That 1s what I thought, too. Vies there
any document or memorandum or official
request for that release or anything sent
in? Nr. Thompson's offlice called me on
it today. I will stralghten 1t out.

That was done == Stark and I saw the
President personally in hls bed room and
we asked him and the Fresident sald yea.
That is all I lmow, so 1t 1s up to
Admiral Stark's office to do 1lt. 1Is
averything clicking with Stark on these
fifty planes?

I haven't heard from him on the mccessorles
and lir. Helson and I both have it on our
mind to call him up to check.

Give him a little business.

Yes, after glving him an opportunity to
get ==

He hasn't called youf?
No, I would refer him to you.
only one other question that I have.

All right.

The' greatest bottle neck at the present
time, the exchange of information between
Ballantyne and me as to what 1s golng on
1s what happens when you and Mr. Furvis
have a telephone conversatlon. Is there
anything I should know?

He has got something there.




H.M.Jr:

Young:
HelloJT2

Helasonit

Young :

HeM.Jr:

Young:
Hel.Jr2
Helson:

HoM.Jr:

HoMu.JIr:
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No, this has to do with publicity. He
wanted to lmow how they should handle
their publiclty in England on this materlsl
end I called up Steve Early and assked his
advice end gave 1t back to Purvis, but

that was referred to me by Mra. Klotz.

Yes, but he can't get anything out of me,
o I guess he 1s golng to you direct.

We will have an exchange of information
once or twice a day, as I told Mr. Nelson.
Every once in a while I do something on
my own, but before sunset I wlll confess.
¥What else, Fhilt I want you teo ralse your
hand eagain. All right?

I think I am clear.

All right.

I have been golng through the flle of
unfinished business over in Captain
Collin's office on this Allled thing and
I have pot a number of questions to take
up with Mr. Young here. We have got the
whole business over there.

I put my foot down on that.

A1l right. Weren't you people golng to
have lunch with Joe Green?

Yes.

How did 1t go?®

Fine. All right. We were just pals.

Young, here, wants me to put Joe Green on
your commlittee.

T talked to Harold about that and I talked
to Merle about it.

Yes.




Helson:

HoMa.Jrs

Helson:

H.Mudrs

Nelsons:
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And the general consensus of opinion on
the whole thing was that we should see
what happens, whether or not this com-
mittee can operate under the proper
direction. If 1t can operate, then it 1a
no use to put him in there.

We didn't spesek teo him about 1t at all.

He 1s one of the meanesat men in Washington,
bar none, and that is saying a lot.

He was very nice at lunch.

I don't mow a sweeter, nicerdouble-crosser
in Washington. He can do the nlceat jJob on
Fou you ever aaw,

All right, sir, I will let you know about
Y¥r. Knudsen right away.




June 5, 1940

The Secretary

lir. Young

RIISS-WUGHT CORPORATION
The Britlish have exerclsed an cptlon dated May 31,
1940, for 1l,4% propellers (three different models), in-
eluding 10 per cent spare parts. Thla contract has a
total value of 357,456,00with delivery schedulsd from
September 30, 1941, through December 31, 1841.

The French exerclsed an optlon dated Hay 31, 1940,
for 1,890 propellers (two models). Total value of the
contract smounts to 58,240,000 with dellvery to be made
some time during 1941 (exact schedule not yet avallable].

The total wvalue of these contracts amounting to
15,696,000 includes 51,000,000 of development costa
hepetofore incurred by United 3tates Government.

In addition to thias total value, $2,080,000 has
been contramcted for expanslon of plant capacity, 7245,000
for personnel training and overtlme, and +3368,000 for in-
come taxes.

The total wvalue of these contracts plus capltal
assistance items amounts to approximately $18,357,000.

tn Mey 268, 1940, the French contracted for 450 MA-76
tralner airplanes, and 550 Pratt @ tthitney 1340 S5-3H1
enzines, Delivery of thls order to start Aupust, 1941,
and to be completed in June, 1942, (for the alrframes) and
August, 1942, (for the engines). Total value of the con-
tract amounts to 516,386,000; no capltal cormitment involwved.




crggzgﬁuTIAL

June 6, 1940

Toi The Secretary

Froms Mr. Young

With respect to the request of the Anglo-French
paurchasing Board for an additlional 250 mlillion rounds
of .30 calibre cartrldges, Colonel Burna informed me
thls morning that 30 million rounds could be released
immedlately.

In maddition, the War Department will make further
releases of .30 ealibre ammnition, now on hand, if it
recalves new amminition for replacement. BRelease of
this amminition will be as followsa:

Juna 4 million rounds
July 4 " n
Aupust 10

September 10

Qctober 10

November 10

Dacember 10

T™ils ammnition will be released at a price of
130,00 per M.

The foregoing informatlion was communlcated to
Mr. Purvis this morning, who stated that the Anglo-
Yrench Purchasing Board would be glad to buy this ammu-
nltlon.




CONFIDENTIAL

June 5, 1940

The Secretary

lir. Young

I have been sdvised by the 0ffice of Admiral Spear
that the Navy has on hand 426 new Thompson sub-machine
guns at a boolk walue of [321.00 each. If orders were
recelved from the proper authority, these gunsa would be
released for transfer, provided that the Newy recelved
the money for replacement orders.

Under existing legislation, it is possible for these
puna to be tranaferred from the Navy to the Army, but the
pending Army anthorization billl would have to beccme law
before the Navy could receive the exchange value of these
rans for replacement orders.

Colonel Burna informed me that the Army has no
Thompaon sub-machline guns to release.

Colonel Burns informed me tonight that, although the
War Department could notrelease delivery on 1500 tons of
new TNT as requested by the Anglo-French Furchasing Board,
1t would release immedlately 3500 tons (7 million pounds)
of grade 3 TNT. It is my understanding that this THT to
be released, although old, is in serviceable conditlon.

Y MACHINERY

I was advised by Colonel Burns that the War Department
had no objection to the release of the powder machinery,
including the nlto-cellulose and ammonle oxidizatlion equlp-
ment, over and above that machinery needed for the new Army
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powder plants. I have not yet been able to determine
how much of this machinery will be so utilized.

Mr. Cox 1s working with General Gullion and
Colonel Cramer of the Army on a procedure for the
legal transfer of such equipment.




June 5, 1940

CONFIDENTIAL

peaer General Arnold:

Based upon your conversation with Mr. George J.
vead this morming, and at his direction, I am return-
irng herewlth your memorandum to the Assistant Secre-
tary of %War under date of June 1, 1940, in which you
dlscunssed the advisability of placing en educational
order with the Ford lotor Company for the fabrlcatlon
of P=38& (Lookhsed) two=-engine pursult alrplanes, to-

gether with a letter from Asslstant Secretary Johnson

pddressed to Secretary Morgenthau of the Treasury.

It is Mr. lorgenthau's understanding that this
i1srosition of the matter 1s satlisfactery te you as
you do not desire any action to be initiated at pres-

ent.

Sincerely yours,

(5igned)} S. ¥. Kraus

5. M. Eraus

Inelosures

lajor General H. H. Arnold
Chief of the Alr Corps
War Department

VWashington, D. C.




A serlous sltuatlon has ardsen in
connection with the Emplre Training Programme
on which Canada has already spent over one hundred
millioen dellars, due to the events of the last two
weeks which have resulted ln Englend cutting off
supplies to Canada of advenced trainers on which
supplies the programme depended to an Important degree.
e Canadiesn Government understands the U, 5. Government
has & laerge number of North Amerlcan Harverd Advanced
Tralners on order and the Honourable C. D. Howe,
I'inister of 3upplles, has asked whether 1t will be
ros=ible that priorltles be granted for dellveries

during the next two or three months on some 500 planes.

In addition, In order to meet the engine
requirements for the planes which wlll now have to be
partly built in Canada, Mr. Howe has negotiated
{subject to U.S5. Administration approvel] a contract
with the Jacobs Company for delivery of 2,000 englnes
{330 h.p.) prior to the end of December 1941 (312 will
be delivered by end of December 1940). While this
far from meets the Canadian Government's requlrements
868 regards deliverles, nevertheless there was no better

alternative offered. At the request of the U.S.

Administration, this order has been help up during the
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iaat week or ten days in view of the desire to visuallze

the whole aeroplane engine situstlon.

Because of the urgency of the Empire Tralnlng
seheme in 1ts relation to the supply of combat pllots,
1t 1s requested that the Canadlen Govermment be allowed
te go ahead elther with the Jaccbs order or with an
order for same equivalent type of engine which will
it into the aircraft framea (the latter point 1s
mede beceuse Dr. Mead felt there might be an
alternative that could be worked out for small Wright

or Pratt 7 ¥Whitney engines).

(Signed) A.B.P.

A.B.P

Washington, D. C.

June 6, 1940.




AMBASSADE DE FRANCE
AUX ETATS UNIS
L'ATTACHE FINANCIER
T ;p’.n,.ﬁ"

o Lxecy S
ny‘ T el
L-"’&-d:-rgl.- Pt % o

Qam -771 7'??.27,“#‘-!{4“_.

/"‘ﬂl. i{quﬂ(_ A-éurctty /ﬂ.‘r‘.‘d v

& o f’lc&md&'? Co e Bipee 7 e et i G \
:

‘-"A.b- ;,th'-'\..)/ CAad T Y. {-hfﬂfflmi o ul"l.i.a

‘:;’M P nole Lo f'?{a«n-{'“:’l{nx..-( h-ﬂ"m?
(7/{4.;’_;:11 Ca 4;_,;,'1’.;;} frud- da a ?‘ iy oo Ly j’n

,7\- - L9 .
.tﬁ"l-l, f'f\a.-}"'a.‘-" F Lh;{“d;m ll"’ﬂ.ﬁ" —_— Flad.




; a
T g Aq.b"'g.

Coin deliiuncd Covn n Coa .

A ;41«- -L"-)‘*

:p"'!' L lacaiind o Cagdy
fom my thoe 1y,

e
(8279 3 7) wA.

. |
=y
b #ﬁny.,(ﬁ o :-,“c},q;- S B S o Ao .4-‘,,,...’ U o

MM‘{M}!R T"u-hp-{ CACE dne, Ay e ﬁmm':..q.




17 /’; {

Qitrps = g e, 2 pdaiy

I rply sdidvwss woi the sgner of ikis P17
letner, but the Baresu of Supplies snd
Arrosnts s

Beder o Na.,

Navy DEPARTMENT (00)

BUREAU OF SUPPLIES AND ACCOUNTS

WasminaTon, D, C.
6 Tune 1940.

MEMORANDUM FOR MR. YOUNG,
Room 294, Treasury Departmesnt.

STRIECT : Availability of Thompson Machins Guna, 45 ealiber, in
tha Navy Department.

1. Answering your inquiry and confirming my telsphone message of
lost evendng (5 Jume), the Navy Department has available for possible transfer -

426 each 45 caliber Thompson Machine Guns.

2. Inasmich as this represents the entire reserve stock in the Navy,
it will be necessary for the Bureau of Ordnance to replace these guns in the
vory near futurs. Consequently, the Navy Department desires to emphasize that
this materiml should be transferred to some other meotivity only with the under-
standing that the transaction will be treated as a cash sale, with a view to
utilizing that money for replacement purposss.

3. There is legal suthority for the tranafer of material between
Exscutive Departments of the Government with reimbursement. The book price
of Thompson Machine Guns as carried on the books of the Navy is $321.00 each.

b The Navy has available for tremsfer 1,000,000 rounds of 45 caliber
smmnition for the above guns at $17 per thousand -- total, $17,000.00, which
it is willing to transfer with these guns, subject to reimbursemant .

B In comnection with this general subject, I comsider it advisable
%o invite attention to the following adfitional equipment whieh the Navy is
willing to transfer and which may serve much the same purpose as the Thompeon
Mashine Cuns, to-wit:

3,000 Lewis Machine Cuns, ground type (a few need a little

overhaul “rk} -u|-tt-l----|q-q--J-l--r|vtil!ll!!ill'l'!l't5ﬂ"‘ sach
3,000 Lewls Machine Guns, aircraft type (good condition;

need slight modificatlon for ground use; can be used

in short burats on ground in present condition)..... $50. each

4,093 Browning Antomatic Rifles (some require a 1little
mﬂrhl.ﬂl] sasNsssaasRasdEseaEReRRERsRRERERRRRERaRERY 'W' each

W - FE




(00)

6 June 1340.
SUATECT:  Avallability of Thompson Machine Guns, 45 caliber,
in the Navy Department.

The Mavy is willing to tramsfer these Lewls and Browning guns subject to
raimbursansent as outlined for the Thompson Machine CGuns.

6. Whila the original ingquiry did not mention the Lewis and Browning

mns, the information is subtmitted for whatewer use you may care to make,

(2)

The Chief of the Bureau of Ordnancae, Navy Dept.

Mr. D. M. Welson, Acting Dirsctor of Procurement,
Treasiry Department.
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June 6, 1940

The Secretary

Mr. Young

¥With respect to the request of the Anglo-French
Purchasing Board for an additional 250 million rounds
of .30 calibre cartridges, Colonsl Burns informad me
this morning that 30 million rounds could be released
{immedintaly.

In eddition, the War Department will make further
relsases of ,30 calibre ammnition, now on hand, 1f it
recelves new ammnition for replacement. Helease of
this ammmnition will be as followa!:

June 4 million rounds
July 4 "

August 10

September 10

October 10

¥ovember 10

Decamber 10

This ammunition will be released at a orice of
$30.00 per M,

The foregolng information was communicated to
Mr. Puorvis this morning, who stated that the Anglo-
French Purchasing Board would be glad to buy thls ammu-
nition,




June &, 1940

Ny dear Oeneral Vood:

I beg to acknowledge receipt of your letter
of June ith. To put 1t quite frenkly, I wsas rother
surprised at the tone of it after our very friendly
conversat lon on the telephone.

You stote in your letter, "I Teel ve must
hsve this metter clesrp,” I quite agree with you.

Fhen I celled you, on May 27th, I asked you
rhetner I eou d borrow lr, Edwsrd Brooks snd you re-
plied thaet this mould be imposasible. You then of-
ferred me the services of lr, Don Nelsom and said that
he ecould ecme down for awhile. I asked you wheot you
ealled "awhile®™ and in return you asked me "How long
do you went him?® I sefd I would like to lenve it
open-ended.

In my conversction with Hr. Belson in Wesh-
ington he seid that he would be free to come for two
or three months and I repeated to lMr, Nelson thet In
thesze sost unusual times I would like to lesve it open-
ended s agreed with Oeneral Vood,

These are the faots, Cenerel. The President
and 1 are delighted te have ¥r. Nslson here sssisting
us @t this time and, for my psrt, I would like to con-
tinue to leave the metter open-ended., If, after sev-
sral sonths, Mr. Helson decldes thet he wents to return
to Chieago he, of course, 1s free to do so, but if, on
the other hmé, the emergeney 1is such thst the Presidemt
snd I feel thst we very much need nis services, then I
wvant Eesrs, Roebuek % Company to declde whether or not
he mast return t- his business.

Yours sincerely,

(Gigned ) H. Morgenthau, Jr.

General R, E, ¥ood, : Special Delive
Cheirmen of the Board, 41z il Soee =

Eears, Rocbuek % Compsny, copy to Donald Nelson
Chicago, Illinois.




June 6, 1940

My dear Gemeral Wood:

I beg to acknowledge receipt of your letter
of June 4th. To put 1t guite frenkly, I was rather
surprised at the tone of it after our very friendly
conversation on the telephone.

You stete in your letter, "I feel we must
hsve this metter eclear.® I quite agree with you,

Fhen I called you, on May 27th, I asked you
whetner I ecould borrow Nr. Edward Brooks and you re-
plied that this would be impossible. You then of-
ferred me the services of Mr. Don Nelsom snd said that
be could come down for awhile, I asked you whzt you
called "awhile® and in return you zsked me "How long
do you want him?" I sald I would 1ike to leave it
open-ended.

In my conversetion with MNr, Nelson in Wash-
ington he said that he would be free to scome for two
or three months and I repeated to Mr, Nelson that in
these most unusual times I would like to leave it open-
ended as agreed with Oeneral %ood,

These are the facts, General. The President
and I are delighted to have Nr. Nelson here assisting
us st this time and, for my part, I would like to eon-
tinue to leave the matter open-ended. If, after sev-
eral sonths, Mr, Nelson decides thet he wants to return
to Chicago he, of course, 1s free to do so, but if, on
the other hmi the emergeney is such that the President
and I feel th:‘ we very much need his services, then I
want BSears, Hoebuek & Compeany to decide whether or not
he must return to his business.

Yours sincerely,

(bagned ) H. Morgeathan, Jr.

General R, E. Vood, Alr mail Special Delivery
Chairmen of the Board,
Sears, Roebuck & Company,
Chicago, Illinois.

copy to Donald Nelson




My dear Ceneral Wood:

I beg to acknowledge receipt of your letter
of June Ath. To put it quite frankly, I was rather
surprised st the tone of it after our very friendly
gonversation on the telephone.

You stote in your letter, "I feel ve must
hsve this metter elesr,™ I quite agree with you,

Fhen I called you, on May 27th, I maked you
whetner I eocu'd borrow Mr., Edwerd Brooks snd you re-
plied thet this would be impossible. You then of-
ferred me the services of Mr. Don Nelson snd seid that
he could gome down f{or awhile, I asked you whet you
enlled Tawhile™ and in return you zsiked me "How long
do you sant him?® I said I would 1ile to lenve it
open-ended.

In my conversstion with Mr, Helson in Wesh-
ington he seid that he would be frce to come for two
or three months and I repeated to Mr, Nelson that In
these zost unusual times I would like to lerve it open-
ended s sgreed with Oeneral Yood.

These are the faots, Cenersl. The FPresident
end I are delighted to have ir. Kelson here aseisting
us st this time and, for my part, I would like te eon-
tinue to leave the metter open-ended. If, after sev-
eral months, Mr. Nelson decides thet he wants to return
to Chicago he, of course, is free to do so, but 1if, on
the other hand, the emergeney 1is such that the Presidemt
and I feel that we very much need nis services, thea I
went Sesrs, Roebuek & Company to decide whether or not
he must return tc his business.

Yours sincerely,

General R, . ¥Vood, 3 ive
Chairmen of the Board, Aty #adl Speetal Dul g

Sesrs, Rocbuek & Compeny, copy to Donald Nelson
Chicego, Illinols.




Sears, Roebuck and Co.

Executive Offices
Chicago

R®.E Wood
Chatrman of the Board

June 4, 1940.

Hon., Henry Morgenthau, Jr.,
Searatary of the Treasury,
Washington, D. C.

My dear Mr. Morgenthmu:

Don Neleon called me on the phone Wednes-
day and talked to me about his appointment. He =said
that you eaid it wms an "open end"™ appointment.

I feel wa muet have this matter clear. I
told you over the phona that ms far as Sears wans con=
gernad, it would have to be ma limited cperation. You
told me over the phone that it would be mn “open end"™
appointment but I told you again that this company
eould not agres to an "open end"™ appointment. Am it
stands today, the company releases Mr. Nelson for a
period of two montha.

I think you will agree, in view of the fact
that Mr. Nelson hee spent almost one-half of hia time
in Washington during the past four years, in view of the
fact that T myself have spent a good deal of time thers
and that we have never hesitated to loan any of our men
to any brench of the govermment when needed, that this
company has always done its part.

Sincersely yours,







My dear General Wood:

I beg to acknowledge reoeipt of your letter
of June 4th. To put it quite frankly, I was rather
surprised at the tone of 1t after our very friendly
conversation on the telephone.

You state in your letter, *I feel we must
have this matter oclear.®" I quite agree with you.

Wwhen I called you, on May 27th, I asked you
whether I could borrow Mr. Edward Broocks and you re-
plied that this would be impossible. You then of-
ferred me the services of Nr. Don Nelson and sald that
he ocould ecome down for awhile. I asked you what you
called "akhile" and in return you asked me "How long
do you want him?*® I sald I would like to leave 1t
cpen-ended.

In my oconversation with Mr, Nelson in Wash-
ington he sald that he would be free to come for two
or three months and I repeated to Mr. Nelson that in
these most umusual times I would like to leave it open-
ended as agreed with Oeneral Wood.

These are the faots, General. The Fresldent
and I are delighted to have Mr. Nelson here assisting
us at this time and, for my part, I would like to ocon=-
tinue to leave the matter open-ended. If, after sev-
eral months . Helson degides that he wants to return
to Chicago fn, of course, is free to 4o so, but if, on
the other hand, the present emergenoy is such that the
President and I feel that we very much need his services,
then I want Sears, Roebuck & Company to deolde whether
or not he must return to his business.

Yours asincerely,

General R. E. Wood,
Chairman of the Board,
Jears, Roebuck & Co.,
Chicago, Illinols.




Paris, June 6, 1940,
Dear Henry:

I take pleasure in transmitting herewith, in
quadruplicate, Mr, Ward's first report.

Everyone here has done his utmost to give Ward
everything he wanted, and I am sure that his vlsit
will be most productive. I know I need not tell
you, but in this matter, as in everything else,
speed 1s of the essence.

I can not begin to describe to you the pro-
found gratitude of Reynaud, Daladler, and everyone
else in the FPrench Government for your cooperation.
You may rest assured that 1f at any time you get

tired of being Secretary of the Treasury of the

United States, everyone here will be delighted to

take you on as Minlister of Finance for France!
I am deeply grateful to you for your telegram.
Affectionate regards to you and Elinor.
Yours always,

O

—

The Honorable
Henry Morgenthau, JT.,
Secretary of the Treasury,

washington, D. C.




PARAPHRASE OF TELEGRAM RECEIVED

FROM: American Embassy, Rlo de Janelro
NHO.: 248
DATE: June &, 1940

Reference is made to my deepatch no, 3078, dated
May 31, 1940,

I have received reliable information to the effeot
that it is poseible that the payments agreements with
France and Great Britain will be concluded during the

present week, I shall send you the detalls by alr

mail,
CAFFERY




June 6, 1940
8:47 a.m,

H.M.JIr: Hello.
Operator: Mr. Enudsen.
H.M.Jr: Hello.
Operator: Go shead.
H.M.Jr: Hello.

¥William 8.
Fnudaen: Yoo,

H.M.Jr: Morgenthau.
Good morning.
How are you?
Fine, sir. How are you?
Mr., Knudeen, I see in this morning's papers --
they say that you'wve taken over Dr. Mead. Ie
that right?
Yes, sir.
Good. That means that
I toock his whole staff.
You 4id what”
I took hie organization.
You 414, intact.
Yes.

And -- I suppose one of these days you'll
also begin to pay them.

Well, I'm going to start -- (Laughe) -- I've
got his payroll here, and I've put 1t up to
MoReynolds




K:

H.M.Jp:

K:
H.M.Jr:

i T
I sea. Well -- ah =—— I won't sh
but when you can 1t's all righg? Eggu on that,
What'a that?

You'll in due course take that over also --
the payroll.

Oh, absolutely.

Right. Now -- ah -- here's something that we
want some help on. The Canadians want to buy
a lot of trainers.

Yes.

I think they want to buy, as I understand it,
2,000 engines -- trainere. They want to buy
these Jacobs engines.

Yeah.

The Minister of National Defense of Canada

has been down here. I wonder if you couldn't
get your people together, plus Don Nelson and
Phillp Young -- see? And see if that couldn't
be settled so that we could give them a
release today on that program -- the Canadians.

Ah -- do you know Just what type trainer they
want?

They know Just what they want.

And who 18 the man that knows that?
Mead knows.

Mead.

Mead. They saw Mead last night.

I see.

But I'd like very much to give them an answer
before sundown.

All right.

There're two thinge -- they want something
right away and they want something over
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long disetence. Now they're talking about

a 330 horee engine which they want to get

from Jacobs.

Has Jacobe got a 3307

Yesh. And 1t seems to me that along the

that I wes working with Mesd that 1t

bullt up one man on one engine.

Yea.

And 1t sounde sensible to me, and rather than
having a lot of people bullding a lot of 1llttle
engines., What do you think?

That'e right.

What?

That's right.

So Af that could be ocleared s..ose

0f sourse, the President told me that -- when
I wag over there the first time that he had so
many different types. See?

sessss Well, I gave him covsss

And they ought to reduce the number of types,
and that's all right, but they can't do 1t
right away. Of course, we've got orders for

LR LR

But here's Canada willing to place 2,000
enginee with one concern for one Bngine ....as

Yes.

+esses Which makes sense, doesn't 1t?
Yesh.

NOW ceccss

Sure.

What?




H.M,. T

Ve

Yes.

And if that could be cleared today -- George
Mend knows all about i1t and the fellows that
are handling 1t for me are Don Nelson and
Philin Young.

All right.

Wow one other thing, please. Mead made an
aprointment for me to eee Edeel Ford on
Tuesday.

Yes.

And I think 1t would be much better if you saw
him rather than if I 4id so that ......

Well, T -- I thought of that, but I thought I'a
telk to you firset. 80 you think it'e better
for Edsel to come 1in here,

Much. I'd like a clean-cut bresk on this.

Well, you told me that and I'll see that we
get 1it.

Well, can I forget about 1t?
Yes, Bir.

And you'll explain to Edsel so there's no hard
feelings -- that you'll gee him.

In other words, that you -- you want Mr. Ford
to come in and start to ship engines to the
Allies Af he's ordered to.

(Laughs) Wonderful! Wow, you've got 1%t.
Hello.

Yes,

Marvelous., Well, now wait a minute. Got a
minute?

Yea, sure.
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Ah -- the French are ready to place an order
for 200 Rolls Royee engines a month.

Yeah.

Ah -- the English are to let me know Monday
how many they want.

Mepd said 1400.
14009
Yegh.

Well, that's the combined. Well, then, he's
got later word than I have.

Is that -- does the 1400 include eight?

I don't know ebout it. All I know 18 that thie
morning -- veaterday morning -- told me 800 and
the English saild they'd have to cable for
instructions and would let me know Monday.

I Bee.

I don't know where Weed got his lnformation
from.

I see.

Yesh. I see you and I are going to be able to
work together.

Well, eir, you'll have to see how I perform.
Well ,..00e

I may sound a little short, but ......
That's all right.

tevses let'e Bee, we'll try to get what you want
and then put it down.

Well, let's see what you can do for Caneda today.







Operator:
H M. I
Operator:
.M, Jr:

General
Marshall:

H M. Ir:

M:

June 6, 1940
9:23% a.m.

General Marshall oalling.
Right.

Go ahead.

Hello.

Mr, Seoretary?
Yesh.

Can I see you for about five or ten minutes
thie morning?

Burely.
Vhen would you suggest?

Well, now, 1've got 1:00 at the White House,
let me just see.

I tell you, if you'll call me at the convenient
time to you, I'll go then.

T oan tell you now. It's on thle plane
btueiness, 1s 1t?

Yes.

Huh?

Yes, about the plane business.

I see. What are you doing at 11:307?
All right, I'll be there then.

All right.

You esn just have your secretary, Af there'se
anything wrong about 1t, she can Juet 08ll UD +ee wee

No, 1t'11l be all right.

All right. Thank you Very much .

Thank you.




June 6, 1940
12:45 p.m.

R.M.Jr! Hello

William
McHeynolds: How're you?

H.M.Jr: Hello, Mac.

McR: Yeah!

HoM,Jr: How is Generalissimo? (laughs)

MeR: (laughs) Oh, I'm kind of out of breath,
H.M.Jr: Oh, yeah.

MeR: Uh-huh, MNow, we've been talking -- I've been
talking with thie Commission of mine for the
laet two hours and I told them we weren't
golng to have any more meetings, they waeted
tnnEmuch time. I am golng to eee the Presldent
at 2:00 «cov.e

Yeah.

eess. And one thing I wanted to bring up, if

I could clear with you -- ah -- Ed Stettinlus
hae gone lnto this questlon and run into the
problem of competitive purchasing -- War, Navy
and Procurement and that sort of thing.

I thought you meant cement.

Now -- (laughs) and -- ah -- the proposal was made
in the Commiesion that we ask the Presldent to
announce & committee composed of EStettiniue,
Don Nelson as head of Frocurement, and & repre-
gentative from the Army and the Navy to be
designated the proper people from there, to go
into the question of -- of consolidated pur-
chases with the idea on the part of Ed thet it
would head up in Procurement and they would
take all the Procurement requiremente of Army
and Navy and take care of 1t as a coneolidated
propoeltion.

well, thie wae all in the New York Times this
morning, you know.




HoModr:

MeR:
HoMoJr:
MeR:

HoModr:

Oh, was 1t?

SBure. I read in the paper that Mead went
over to them and thie whole thing =-- that
Neleon wae going to do the buylng and every-
thing else -- was all in the New York Times.

I didn't see that., I don't know anything
about 1it.

Yeash. The whole business -- in the Times.
Well, I just got through talking with Neleon
for ﬁﬁ minutes and he put this thing up to
me and I told him that I was willing to go
along.

Well, if -- I didn't want to ask the Presldent
to put Neleon on thie thing wlthout elearance
with you, of course. Ah -- both the -- ah --
Btark and Marshall are very enthuslastie about
getting a oconsolidated responsibility for
purchases.

Yes, but I just want to make -- this thing
I do feel. Nelson ie here working for me......

I know 1t.

And Procurement 18 in the Treasulr'y s.....

Yes, sirl

ve.... and when I -- just let me get thie --
when I came here in the fall of '33, everybody
in the Treasury was running over to the White

House Jjust the way they do in the State
Department.

Yeah.
And I ocen't work that way.

Well, of OOUTBE secans

And Af Neleon ie here, he's my gubordinate.

I understand that thoroughly and I pointed
that out to EA very clearly this morning.
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Wow, 1f on the other hand, they want to move
him over there and make 1t a commlttee of
eight, that's all right.

Ah == this ien't -- this isn't an operating
committee. Thie 18 proposed ae a commlttee
to work out a syetem thet would look toward
the President under the authority he has
under the '37% order of coneolidating Army and
Mavy purchasee in the Procurement Dlvislon ae
a Treasury function.

Well, just as long as Nelson and the Procurement
stay in the Treasury, subordinate to the
Secretary of the Treasury, i1t'e all right.

Well, of courge, there's no -- ah -- there's

no question about that in my mind and I've

made 1t entirely clear to those fellowe. But
the problem that they're under -- that they're
tackling here 1s one of -- of working out a
syetem that the Army and Mavy -- eo that the --
you know the President never would go along
with the nroposition of consolidating Army and
Navy purchases in the Procurement Division,

and the President never did it because of thelr
oproeition. Now these fellows, ineluding

the Chief of Steff and the Chief of Operatlons

[N

Well, that's all right, Mae, but -- just so we
understend each other. Procurement's in the
Treasury and eo 1s Nelson. :

Yes, sir. Well, of course, I don't -- I'1l
never let anybody forget that over here, no.

And when they get thie new Fublle Relations
fellow I hear they'wve got over there, one of
the things he's got to do 1s To 8ee that these
stories ought, at least, bresk after I've been
consulted.

Well -- ah -- I don't know where that story
oame from. I've been so busy slnce early this
morning that I haven't even looked at the
papera so I didn't know 1t wes in there.




H. M, Jr:

MeR:

Oh.

And I gave these fellows a lecture today on
what they could talk about or what anybody
could talk sbout or what any of their etaff
could talk about, and -- without knowing what
wae in the paper. But this thing ien't an
operating committee. It len't intended to do
any -- ah -- the sole purpose of 1its ereation
18 to be able to hand elearly and cleanly and
without any reservation the responelibllity to
Don Nelson as the head of Procurement being

a part of Treasury.

Good.

And with that understanding, I have your
consent to the President's appointing Don
Nelson as a member of that committee to etudy
that particular problem?

I think that you'll find if you ask Stettinlua
that Don's already spoken to them and said
that I gave my consent.

Oh, well ......

I gave 1t 20 minutes ago.

Well -- that —- 1t's been 20 minutes since I

1left down there, so he probably telked to Don
about 1t after I left.

Oh.

I told him I would clear with you before we
would submit the thing to the President.

Right. Right-o. Thank you for calllng.

0. K.




Sumner
Welles:

H M. Jr:

H.M.Jr:

W:

"V, Ip:
W:

June 6, 1940
2:40 p.m.

Hello, Henry.
Yese, Sumner.

Henry, General Marshall has just left me and
he told me that he'd been Wwith ¥yoU...sese

That's right.

wessss B0 I don't see any use to my eending
over what he hae given me since I suppose he's
glven you Just the same thing.

Juet to keep our records stralght, he asked
to gee MB ...::2

Yeah.

I mean, I dldn't aek for it.

Yeah. And from the job that he's given you and
me I, frankly, don't see where we can agk him
to do anything of the kind that we had in mind.
Not on the Swedlsh .....»

Yeah.

v.ssss but on the other thing, very hopeful.

What other thing do you mean?

Well, he left me -- I'm just going through my
papers here -- ah -- there's a group of some
200 planes -- old planes that he had that he
is willing to cecese

Yes. Oh, yes. I was thinking asbout pursult
planes.

Oh.




Just nursult nlanes.

Well, these others are fairly mood.
Well, that's helpful.

At lesst, they'd be something ..ouvees
That'!s helnful.

esnsas BNd hele mutting that in the channels
go that 1t will come to me ofificlally.

That'e very helnful.
Yes,

Well, now in repord to these Swedish plenee --
oelling for echeduled deliveries un to the
first of Aurust, there'd only be delivered 28.
But T atill feel that if those 28 could be
eent in the right direction they'd be far more
ugeful than in the other, and I was wonderlng
i we hadn't better further exnlore that
lerislative noseibility that we enoke about,
with Francie Bilddle, I mean .sses.

Yeah.
eessss Which rives the right to reculsltlon.

Well, of course, in case of 2 natlonal emergency
they have that,

They have thelr idese that in the event war
ig declared by the President to be imminent
and until and unless he does that, he can't
requisition under vending legislation. All
he een do is to embarso and then re-export.
Well, I'11 telk myself to Frencls Bidéle and
gee what he thinks and then I'1l have another
tall with you.

Well, T've got this memorandum. It's 893 of
one ¥ind snd 80 of another and the attack
bombers.

I cee.




-3 =

And I think that they'd be very helnful to
them.

Yeah. Yeah.

That'se a goodly number.
Yes.

And susses

But the bulk of the delivery, ag you 8ee,
ien't until late.

Right -- gh -- you mean on the Bwedleh.
On the Swedlsh.

Well, this they could get right away.
Well, that's the main thing, of course.
This they could get right away.

That's the maln thing.

But you say you're going to talk to Francls
Biddle.

Yeah, just on thie Bwedish thing.
0. K,

Thank you, Henry.

Thank you.

Good-bye.
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ABMY AIEFTRAME ERQUIREMENTS
36,500 Program
BY TIP3

s 1 Y¥iscal year
ﬁﬁ- ;o194 1 oagke | 1943

(150) 290
- 10

(56) 1ko
- 10

Lockhesed . 10

Bombar, Medium,
2-ang.
ﬁin

Horth American

100
300
£00

¥r. B-2600

sd 88 8% § 8% 8

All.V-1T107
Cont. IY—Ihm

¥r. 1820

P-39 All. 17108
Model All. 1T10E
0

p-loD All. 1710

p_lioX ,All. 1710 or
(Cont. IV 1430

Pl P& 2800
B-4OC P&N X-1200




ARMY AIRFRAME REQUIREMENTS
{Continued - 2)

36,500 Program
3Y TP

[] Hlul!._:m
194 *

Class and . Engine
pamuf acturer type

?'u.rmlt! 1-eng.
Tes (St.L.) Cont. IV-1430

Tultes PaN X-1200

Transport, 2= .
C PaN 985

Curtiss (St.L.) Wr. 2600

Douglas Wr. 1820

Observation, C&D
Curtiss PaN 1340

Trainer, Advanced,
2-eng.
Bark] ey-Orow PaN 985

Beech PaN 985
Cessna Jac. T55

Stinson PaN 985

Trainer, Advanced,
l-eng.
Curtiss (5t.5.) PaN 1340

North American P& 1340
Vultee PaN 1340

Trainer, Basic,

l-8ng.
ﬂEntiu (st.L.) OW-22 W¥r. 975 50
Borth Americsn BT-14 PaN 985 300
Tultes PT-137 PAN 985 ‘2_33’
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ABNY AINFEAME REQUIREMENTS
(Continued - 3)

36,500 Program
BY TYPE

Clase and : urp.: Engine ° Fiscal year :
panufacturer . type | type foagla | g2 P oagh3 ¢ 1gW : Total
= . : i : i :

Troiner, Basle
eetwing Xpr-12 ¥r. 975 25 5 75 175
Mreraft
Research IBT-11 Wr. 975 25 25

Trainer, Primary,
l-eng.
rchild PT-19 Banger L-Uuo

Byan PT-20 Menasco 1-365

Spartan - -

Stearman H-E}ﬁ Cont. B-67C
18) Lye. B-670

P1-15

PI-14

~CONFIDENTIAL - b/6/40







ABMY AND HAVY
AIEFRAME LOAD DISTRIBUTION

50,000 Program
BY MANUFACTURER

t [
Company and type fhrﬂn-: 194 1

Mreraft Research

Trainer, Baslc l-eng. XBT-11

Barkley-Grow
Trainer, Adv. 2-eng. TEP-1

Beach
Transport l-eng. BO
Trangport 2-eng. JEB
Transport 2-eng. c=l5
Teainer, Adv. 2-eng.

¥ i3

§

Bell
“Pursuit l-eng. P-39

Bellanca
Obeervation, SR l-eng. YO-50

Boel
omber, Heavy, Y—eng. B-17
Bomber, Heavy, Y-eng.

Army
Army
Army
Army
Army
Army

Brewater
out Bomber l-eng. XSB2A

5
S|

Burnelli
o data

Cesana
per, Adv. 2-eng. T-50

Consolidated
atrol Bomber, 2-eng. VPB
Bomber, Heavy, U-eng. B-24
Bomber, Heavy, U-eng. B-UOB

Curtiss S:&nffila!
Scout Obeervation, l-eng. XBoJc
Pursuit, l-eng. P-UOD
Pursult, l-eng. P-LOX
Observation C&D l-eng. 0-52




ABMY AND NAVY
AIEFRAME LOAD DISTRIBUTION
(Continued - 2)

50,000 Program
BY MANUTACTURER

Company and type

¥iscal yoar

19% |

Curtiss (8t. Louis)
sport, eng, C¥W-20
Trainer, Adv. l-eng. CW-23
Trainer, Basic l-eng. CW-22

Pursuit, l-eng.

as

Scout bomber, l-eng. SBD-2
Transport, 2-eng. BD-3 (Do-5)
Transport, 2-eng. c-319
Bomber, Sight, 2-eng. A20A

Fairchild
ainer, Primary, l-eng. FI-19

Fleatwl
ainer, Basic, l-eng. XBT-12

Grumman

~¥ignter, l-eng. FUF-3
Fighter, 2-eng. FSF
Transport, 2-eng. JEF

Transport, l-eng.
Pursult, 2-eng. P-50

Lockheed
Bomber, Heavy, lU—eng. B-4OB
Purguit, 2-eng. P-38
Pursult, 2-eng. P-58

Martin, 0.L.
Fatrol Bomber, 2-eng. VFB

Bomber, Medium, 2-eng. B-26
B-1

Faval Adrcraft Facto
Trainer, Primary i%—-}
I'nru;th_ru!
malt, 1-'“- m

Army

500

-
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ABNT AND EAVY
AIEFRAME LOAD DISTRIBUTION
(Continned - 3)

50,000 Program
BY MANUFPACTURER

Yiscal year

QoRpencr ami: e Pagie }oagus T oagw

Horth American
ner, Adv. l-eng. EEJ-2 25 T2
Trainer, Adv. l-eng. AT-6 £00 50
frainer, Basic, l-eng. BP-14 100 =
Bomber, Medium, 2-eng. B-2§ 1,100 1,100

blic
%Mt. 1-eng. P-Uk _ 600 hoo
Pursuit, l-eng. P-1 - 300

Trainer, Primary, l-eng.
Trainer, l-eng. PI-20

Spartan
Trainer, Primary

Stearman
Trainer, Primary, l-eng.
Trainer, Primary, l-eng.

Stinson
rainer, Adv., 2-8ng.
Obs. Short Range, l-eng. 0-U9

T%l_:t-lihurg

8. Scout, l-eng. VOB
Torpedo, l-eng. XTBV-1
Reconnal ssance Amphibian 2-eng.

Voltee
Eﬂmr. Basic, l-sng. BT-13
Trainer, Adv., l-eng.
Purguit, l-eng. B-NOC

¥aco
Trainer, Primary, l-eng.







TO MANUFACTUEER

ABMY

Bomber, Heavy, Y-engine
Bomber, Medium, 2-engine
Bomber, Light, 2-engine
Pursuit, 2-sngine
Pursuit, l-engine

Bsconnaisance, Amphib,., 2-engine

Transport, 2-engine

Observation, C&D, l-sngine
Observation, 8.R., l-engine
Trainer, Advanced, 2-engine
Trainer, Advanced, l-engine

-Boeing, Consolidated, Lockhesd

=Martin, Horth American

-Douglas

-lockheed, Orumman, Curtiss (8t.L.)

=Bell, Ourties (Bfla), Curtiss
{8t.L.), Eepublic, Horthrop, Tultee

=Vought-8ikor

=Curties (8t.L.), Beech, Douglas

~Curties (Buffalo)

=8tinson, Bellanca

=Btinson, Barkley-Grow, Beech, Cessna

~Ourtiss (8t.L,), Forth imerican,

Vultee
~Tultee, Fleotwings, Aircraft Besearch
Corp., Ourtiss (8t.L.), North Amer,
-Btearman, Fairchild, Byan, Waco,
Bpartan, 5t. Louis Alrcraft

Trainer, Basic, l-sngine
Traiper, Primary, l-sngins

EAVY

PFatrol Bombers =Consolidated, Martin
Fghters =Oromman
Scout Bombers -Brewster, Douglas
Observation Socouts =Tought-S8ikorsky
Scout Observatlion =Curtiss
Torpedo Bomber ~Vought-Sikorsky
Ttility =0rumman
Utility Transport =(rumman
Transport =Douglas
Transport, Small =Beach
Trainer, Advanced -North American
Trainer, Primary ~Forth American, Stearman, Spartan,

Byan
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ASBIGNMENT OF MANUFACTURERS
BY TTPRS

Manufactarer

Model de signation

Type Commer—:
clal ; Favy

Alreraft Eessarch
Barkley-Orow
Basach

Beach

Beech

Bell

Bellanca

Boelng

Boelng

Brewater

Burnelli

Ceasna
Consclidated
Consolidated
Consolidated
Curtiss (Buffals)

Curtiss (Buffalo)
Curtiss (8t. Louis)
Curtiss (St. Louis)
Curtise (Bt. Louis)
Curtiss (8t. Louls)
Douglas, Santa Monica
Douglas, Santa Monica
Douglas, E1 Bagundo
Douglas, El Begundo
Enginsering Research
Falrchild

Fleetwings

Eallett
Lockhesd
Lockhesd
Martin

Martin

Hercury

Baval Adrcraft Factory
Hor

North American

North American

North American

Trainer, Baslc, l-eng. -
Trainer, Advanced, 2-eng. TEP-1
Trainsr, Advanced, 2-eng. 18-A
Transport, 2-eng.

Transport, l-eng.

Pareult, Inter., l-eng.
Observation, 5.R., l-eng.

Bomber, Heavy, l-eng.

Bomber, Heavy, U-eng.

Pursuit, Inter., l-eng.
Bubcontractor or licenses
Trainer, Advanced, 2-esng.

Patrol Boat

Bomber, Heavy, l-eng.

Bomber, Heavy, l-eng.

8cout Observation

Pursult, l-eng.

Pursuit, Inter., l-sng.
Trainer, Advanced, l-eng.
Trainer, Basle, l-eng.
Transport, 2-eng.
Bomber, Light, Z2-eng.
Transport

Bcout Dive Bomber
Transport, 2-eng.
Obeervation, 85.R., l-eng.
Trainer, Primary
Trainer, Basic

Torpedo Bomber

Pursulit, Inter., 2-eng.
Pursult, Fighter, l-eng.
Utility Amph., l-eng.
Utility Transport, 2-eng.
Subcontractor or licensee
Bomber, Heavy, U-eng.
Parsuit, Inter., 2-eng.
Patrol Boat

Bomber, Med., 2-eng.
Subeontractor or licenses
Trainer, Primary

Pursult, l-eng.

Trainer, Advanced, l-eng.
Trainer, Basic

Bomber, Med., 2-eng.

[ I T I |

1
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ASSIGHMENT OF MANUFACTURERS

BY TYPRES
(Continued - 2)

Manufacturer

Type

Model de signation
Commer-: 1

cial

Arny

Pitcalrn
Bepublic

Byan

Eyan

Spartan

St. Louls Adrcraft
Stearman
Stinson

Stinson

Vega

Vultee

Tultes
Vought-Sikoreky
Tm:.;ht-!thnrlh
Yought-Sikoreky
Yought-Bikorsky
¥aco

Arrow
Culver
Piper
Porterfield
Taylorcraft

Bubcontractor or licenses
Puorealt, l-eng.
Cbservation, 5.R., l-eng.
Trainer, Primary
Trainer, Primary
Trainer, Primary
Trainer, Primary

Trainer, Advanced, 2-eng.
Observation, 5.R., l-eng.
Subcontractor or licensee
Purguit, l-eng.

Trainer, Baslc, l-eng.
Bomber, Torpedo
Observation, Bcout, l-eng.
Fighter, l-eng.

Eeconn. Amphib., 2-eng.
Trainer, Primary

Indeterminate
Indeterminate
Indetarminate
Indeterminate
Indeterminate

e

-

P-4L
T0-51
PI-20

P1-15
P1-13, 17, 18
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Manufasturer
and type

Wright: l—]&

roado-2160
To .

R-1550
29
27
Total Wright
B-
2260
2-1830

XI-1800

R-1340
B-985

1,792
'*m 1 » m 2! T}T
B-T60
R-680
B-670
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and type : : lglmf!ntﬂ

t;g 4,650 8,569
- 60 T.HE 24,2713

B-1820 2, sl 5
R-1550 . %am

B9 167
18 X
Total Wright
B-713%0
RB-2800
B-1830
I-1800
BE-1340
2-385
Allison: ¥-1T10
Continental: IV-1l4
2670
Ranger: Y=-T70
L-llo
WAT: B-760
Jacobs: B-T55
Lycoming: B-680
Menasco: 1-365







ABNY ENGINE REQUIREMENTS
36,500 Airplane Program

Manufacturer . Fiscal

and type P 1g%1 | g2

B-3350 150 4,650 8,300

B-2600 5,250 6 5:250 16,775
Tornado-2160 a

R-1820 2,325 1,125 5,063
R-1550 S 2 =
B-9T5 156 187 655
B-T60 : L ;
Total Wright 30,793

B-3130 - - -
B-2800 3.587 6,337 15.549
700 - 950

X180 2% 3
B-1340 1,99% 1,350 5,931
B-985 2,2

Total P & W

Allison: ¥-1710 3.250

Continental: 1?-1230 250
B-6TO

250
Jacobst B-T55
Lycoming! R-680
Menasco!: 1-365
Eanger: 1-lk4o

SORFIDERTIAL = 6/10/%0







ALLISON
ARNY ENGINE LOAD

50,000 Program

1 _’1!21 year []

airplane type g 194 ) gk} agh3 P ogguy ! Total

V=1
Ln?;hud., P-38, Pursult, 2-eng,
Bell, P-39, Pursuit, l-eng,
Bell, Model 310, Pursuit, l-eng,
Curties, P=4O-D, Pursuit, l-eng,
Curtiss, P-4OX, Pursuit, l-eng.
Total

Nominal h,p, V-1710 is 1,000 h,p.

Approx, n.p. in thousands







Tiscal yaar 1

191;3:

1943 | 19l Total

B-3130
Ho data

B-2800
Martin B-25, Bomber M, 2-eng,
Horth American B-28, Bomber M, 2-eng,
Bepublic P-4li, Pursult, l-eng.

2,na

2,750 2,750 g2
2,000 2,712 4,837
g

Total

B-1830
Consolidated B-24, Bomber H, l-eng.

X-1800
Northrop R-UOC, Pursult, l-eng.
Voltes B-U00, Pursuit, l-eng.

155
315%’

TOO

!Eﬁ ] E.%
3,823 B, 337 15,549

950

Total

R-1740
Curtiss (Bflo.) 0-52, Obs, L & D l-eng.
Curtiss (Bt.L.) OW-23, Trainer Adv.,
l-eng,
Forth American l!-ﬁ, Trainer Adv.,
l-eng,
Tultee BC-3, Trainer Adv., l-sng,

125

125
125

1,250

1,062 375 2,562
260 125 780

Total

B-985
Beech, C-U5, Transport, 2-eng.

Barkley-Orow TEP-1, Trainer, Adv. 2-eng.

Besch, 18., Trainer, Adv,, 2-ang.

Stinson, X, Trainer, Adv, 2-eng,

Borth American, PT-14, Trainer,

Baslc, l-eng,

Vultee BPF-13, Trainer, Basic, l-eng.
Total

375

B2

350
125

187

750
625

125

2,312 1,250 5,931

187 250 =
375 375 999
875 250 2;22%
750 250 1,750

SR TR TAL — 5/10/%0




PEATT & WHITHEY
ABNY ENGINE LOAD
(Contimed - 2)

50,000 Program

ine type and ] _Fiscal year
.ﬁr;‘m!n:m gl toague Po1943 ' gl : Total

i ] ]

Rscapitulation:

E-3130 o o o
B-2800 3 .ﬁ 5, 2253 6,337
Bl =
1-1% - 124 250
B-1740 1,% 2,312 1,250
B 985 2, 2,562 1,250

Approx, h,p. in thousands = - -

CORFIDENTIAL - 6/10/40
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WRIGHT ARRONAUTICAL CORPORATION
ABNT ENOINE LOAD

50,000 ,ﬂﬂ-

Engine type and
airplans type

Boeing B-LOB, Bomber H, l-eng,

Consolidated R-UOB, Bomber H, l-eng,

hﬁh;:l R-4OB, Bomber H, l-eng,
tal

B-2600
Borth Amer. B-26, Bomber M, 2-eng. -
Douglas A-20A, Bomber L, 2-eng, 275
Curtiss (8t.L.) O¥-20 Transport, 2-eng. i
Total 275

Tornado-2160
Ho data

B-1820
Boeing B-17D, Bomber H, lL-eng, =
Grumman P-50, Pursuit, 2-eng, 625 1,875
Douglas C=35, Transport, 2-eng,
Total 2 2,325 1,315 1,125 5,063

B-1550
o data

B-975
dircraft Research ZPT-11,
Trainsr B,

l-eng. 1 B2
Ourtiss (8%, L,) OW-22, Trainer B, 7

62 374
21
1% 55’%"

4,650 8,300
5.250 000 5,250 16,775

2.323 1.12'_5 5,u6§
156 187 655
Approx, h.p, in thousands - = =

CONFIDENTIAL - 6/10/40







s
mmhfi m"! 2-ang, 2,250 2,7%0 5,25

Pursuilt . ; 3715 750 1,125
Ourtiss flt.l-.’ 200,
m‘. l-'lll-

Total 2, 3

R-670
Stearsan, FT, Frimary Trainer,
l-ang,







ENOINN MANUPACTURERS 208
TOTAL LOAD

(* Quantities on orders estimated from Treasury Dept. data)

Manufacturer + Wew Americani Quantities :

and type : mﬁj :nnr on ordu#: Combined

B g8, ko 8,609
L-Eg 21!.3% 6,700 30,973
Tornado-2160 -

BR-1820 9,175 12,475
e Eﬁg 915
1% 200

¥right!

200 .
Total Wright 12,872 53,172
l_ -
:-amnﬁ 16,173
R-1830 2,821
I-1800 I
l_ -
:-15 6,460

B-985 216
Total P & ¥ J%m

Allison: ¥-1T10 6,927

: IV- 6,562
Continental Eﬂ 2'793

¥- 1,792
140 %

B-TEO 2,737

B-680
1-365

OOND IDENTIAL - £/10/50







GROUP MEETING June 6, 1940
9:05 a.m.

Present: Mr. Bell

Mr. Thompson
Mr. Poley
Mr. Graves
Mr. Sullivan
Mr. White
Mr. Ggaeton
Mr. Haas
Mra. Klotz

Liaten, Mr, Bell --

He has got 1t in the notes, 1s that all right?

That is &all right. It 1s for my grandchildren.
The President has ten; there is no reason why
I can't look forward to one.

I thought he made it plural, didn't youf?
Yea. He has ten?

Yea, he has ten. Do you still feel the way you
did on this memorandum last night, feller?

I feel about the same.

Now listen, I am not golng to do what Blll
Bullitt 414, gend a telegram gaying Italy 1s
golng into the war on June 4th, see, but what
1l am going to say is that by Honday we will
know whether this so-called Meuse-Alsne Line
holds or doean't hold, and the old man isn't
golng out on the limb between now and Honday
afternoon.

Is not?
Ho.

The o0ld man lsn't.




No, sir. I think 1t is Just plailn sulcide.
If those bables can hold this thing, you will
get a better rate and the thing goes. The
thing that jJust makes me laugh, here ¥you
fellows recommend that I go off and take a
note at 12/32 above par when I have been
averaging giving them from 26/32 to a noint
in normal times.

Twenty-four. Well, it 15 a small amount, and
I think they would rather have the bond.

Fea, but you fellows recommend, you and George
Harrison, that I do a refunding in these times
with only a 12/32 margin.

I am not so particular about the type. I am
afrald of the criticlem you are going to take
on the cpnsh payments.

Ckay, I am afraild of the eriticlem of a
fallure.

Well, I don't think --

SBeriously. I don't see how you fellows, you
and George Harrison, can recommend when in
normal tlmes we have been averaglng about

24 or 25/32 and in these days -

(Mr. Ggpston entered the conference.)
Hello.
Good morning. I am sorry.

That 1g all right. I don't see how you can
recommend that we do one at 12/32. The bank
cracked a little bit. 'What I say 1s, between
now and Monday without trylng to be too great

a prophet, we will know whether the Meuse-Alsne
Line holds or whether 1t doesn't hold, and 1if

it does hold, I will go ashead Monday with my
new flnancing, tut I am not golng to do anything
Friday and Saturday. I think 1t 1s just an
unnecessary risk.

Yeg, probably go. They wlll probably give aocme




ground, and we wlll know whether it 1s going
to be a dilsastrous break through or not.

And 1f they do break through, you pay off in
cash?

Right.

How about b©llls? The billle will have to go
then, today or next Wednesday. You are going
to etart those next week?

I won't do anything today. I don't want to
tip my hand. I think, Dan, after you have
thought 1t over, you wlll agree with me. I
wilsh that you would have all the machinery
set up and leave me a time table. I will
make 1t a 1ittle bit emsy. So we will say
1f we are golng to do 1%, we will do a note,
see, nnd leave me a time table in my hands
tomorrow thet you and I can go over so if
you are away, for instance, and deslgnate
who will be here Monday and Tuesday, see.
Who can I work with? Thnt would make 1t a
little easier, and I don't mind your sending
out the machinery for a note.

We haven't sent out anything. We contemplated
wirding all these things. We didn't know what
1t was going to be.

{Mr. Haas entered the e-nference.)

George, I can decide this morning or Monday
afternoon, whether I willl refund or pay off

in cash. Ip other worde, I can do 1t Frlday

and Saturday or I can do 1t Tueeday and Wednesday
of next week.

I don't think there 1s any reason to rush
yourself. I would be inclined to walt. I
don't think there 1g any trouble at elther
time unleas things break wide omen, but you
can always --

Well, they may.

You can always pay 1t off.




e [

That 1s what that bill ig for.

You have thls sltuation: You have a good
market - not a good market but an available
market for short term securities but on the
refunding they have to go through your right
holders to get to that market, and that 1is
the only oproblem here.

That is right. I forgot about that.

Well, Dan, all of these things - I have got
Lo take - if you don't mind, my decision is
I won't make up my mind until three o'clock
Monday afternocon.

It may be all right and the market may accept
it in a grand style. I am Just afrald -- there
has already been some criticlsm about the
mystery surrounding the 3-3/8.

HoMuJr: I am going to talk in my press conference
perfectly plain.

Bell: You mean today?

H.M.Jr: Yes. I am going to say that I have held off
making up my mind on account of this sltuaticon
abroad, and that I could have made up my mind
today, and I dldn't feel - I want to take gll
the time necessary. Therefore, I am going to
walt until three o'elock on Monday.

That may help. You are going to say something
that 1t may be pald off in casgh if the siltuation
warrants 1t?

H.M.Jr; Yee. Pald off in cash or a refunding.

Bell: That would help, I think,

(Mr. Sullivan entered the conference.)

H.M.Jr: Hello, Sullivan. What are you out of breath for?

Sullivan: I am not out of breath.
Klotz: Much.

Sullivan: Not a bit.




Klotz:
H. M. Ir:
S8ullivan:

Bell:

Sullivan:

-5 -

Out of gasoline.

Maybe your belt is a 1ittle tight.

No, sir, I had it let out yesterday.

1 think I would stress, or at least intimate,
that you don't know - you are not walting
because you have inslde information or some-

thing like that. It might hurt the mnrket
a little.

But that 1s what I think, Dan, but leave it
and flx 1t up and put the machinery - and who
will be here on Honday?

Well, Killby probably knowe the ropes a little
blt better, but I can delay my golng.

You get the degree Tuesdey, don't youf?

Yes. I am supposed to be at the President's
dinner Monday night, and I can miss that. It
is unimportant, but I have accepted 1it.

What time 1s the dinner?

I don't know. I'll have to look. I think it
1s seven-thirty or something like that.

Well, in these exceptlonal times --

Well, let's eross that bridge Saturday.

Yes.

John, bring me up to date on the tax bill.
Well, yesterday morning the Waye and !eans
Committee met and after very lengthydliscussion
decided to turn the additional features of the
bill over to the sub-committee, Mr. Cooper's
committee. That committee met at two o'clock
yesterday afternoon, and we were with them

and after about two houre and three quarters --
You are sure of your time, now?

Yeg, sir. They concluded to reduce the exemptions




- -

from $2,500 for married people to $1,800 for
married people; from a thoueand dollars for
single people to $800 for single peoole. That
was a unanimous decision. Then thelr experts
whispered around that they had made all thelr
estimates on the basls of $2,000 so they re-
versed themselves on married people and moved
it back up to £2,000.

Bell: We got a break.
Bullivan: We had ocur estimates on £1,800.
H.M.Jr: What do you mean, Danf?
Bell: Belng a married man, we got a break.
Sullivan: We had made our estimates overnight under
indication that they were golng to $1,800
and #800. Then they got into a discuselon --
H.M.Jr; Juat a second, walt a minute. I want the
radio on when Foley comes in. I am going
Tto turn 1t on full blaat.
He may fool you and not come in.,
That ie right.
No music.
Well, we will walt. Maybe there will be a
1little music. I want to give him a little
music when he comes in.

White: I think what he will need 1s some erutches.
He was playlng tennls yesterday afterncon,
for the first time in a year.

H.M.Jr: Ch, was he playing with you?

White: He ordered me to go out. He sald he got orders
from you to go out and he couldn't go out slone.

Sullivan: Then they had quite a long fight about credlt
for dependents. They wanted to have different
rates at varying vears and whether or not they
were in school or not and we managed to --
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H. .7 Can't help 1t, no musie. I am sorry, Sullivan.

Bullivan: That 1a quite all right.
(¥r. Foley entered the conference. )
Foley: Good morning, sir.

H.M.Jr! I wae going to work something. I was golng to
turn the radlo on with a blast of musiec, but
there wans no musie.

Then they started in talking on the repeal of
exemptione on state, munlcipal securities.

Hetroactive?

Sullivan: On outetanding lssues, and they wanted to know -
and then they got into the fleld of Federal
securitles, too, and they wanted a statement
from me and I told them I was in no prosliticon
to glve them such a statement,

H.M.Jr: I am opnosed to any retroactive thing.

Sullivan: Yes, I understood thet when I talked with you
over the phone down in - when you were in
Georgla. I would like a chence to Giscuse
that with you.

HeM.Jp: No, 1t 1s a moral lssue with me.

Sullivan: I don't think 1t 1s on the state, sir, I think
it 18 on the Federal.

Heladr: I am only responsible for the Federals. I don't
care what you do with the sastates.

Bullivan: Then may I state to them that we are onnosed
Lo any taxatlon of interest on outstending
Federal securltles but have no --

A, M.Jp o position.
Bulliven: That we are not conmosed --
H.M.Jp; S8ay we won't take any position on the others,

because you know what happened. They do the
one; they do the other. My positlion is this:
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I have 1ssued these things, and the n

bought a plece of merchnﬁﬁiae from méeﬁﬁé:rhave
certaln conditions. Now, I am not going to
change the rules until those things - we are

on record on theat over and over again. I

feel very strongly about it.

You eould say in consideration on legal force --

You think i1t i1s the same thing?
I think so.

I do too, I think the moral position is the
eame. I wonder, Mr. Secretary, whether in the
light of the new situastlon you would care to
reexamine our posltlon, becouse I think a cege
can be made on moral grounds under present
conditions to poeelbly modify the posltion
somewhat .

Sullivan: May I point --

Foley: I feel very strongly that way too, Mr. Secretary.

I think at this time we have a chence to fix up
the tax system that nerhaps we will never have
agaln, and as long as we have a body of securities,
the income from which ian't even recognized in
determining the surtax rate, that is anplicable

to other income, I don't think that we have got

a falr tax systenm.

The Becretary is raising other grounds. He 1is
not ralsing the question of the expediency. I
think he would go along with you unquestlonably
on thet. Nor ie he raising the question of tax
Juestice. I think you are ralsing an important
moral gquestion of thé falthin the condltlona
under which a bond was issued. That, I take 1t,
is the grounds upon which you are placlng 1it.

It 18 the contract.

You have sald, "If you buy these securities,
thesze securities are tax exempt," and the buyer
has purchased them with the assumption that they
will continue to be tax exempt untll they are
redeemed: and if you impose some tax on 1%,

he takes the immedliate rap because the face
value drops to that amount.




White:
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Listen, thet is the difference between United
States and Henry Morgenthau, Jr., and Cermany
end what they are dolng. Now, they issue
certificates there. They recall them. They
wipe them out, they change them, there is
abeolutely no morality on thelr finances.

That 18 right.

And then all of this thing becsuse there 1s a
war is eminent thnt I, as Secretary of the
Treasury.- listen, my neme is on those
certlficates. I have slgned thoee things.

I have given my word, Henry Morgenthau, Jr.'s
name 1s on every one of those things, and I
told those people, "Y,u buy them under such

and such conditions." And now you are going

to say to the fellow, "You bought thies thing
and this contract 1s golng to be changed before
it expires." MNow, that ie the kind of thing
that they have done in CGermany and do in Germany
every single dey. They not only issue them, but
they cencel half of them and they do everythlng
else with them. Now, there has got to be socme
genge of morality in the United States Treasury,
and - just beceuse there 1is a war on or a war
eninent and so forth and soc on, in the middle
of a contract we are not goilng to change 1t.

You might Just as well change the - say you
made a lease to a person in certain of the -

e lease on oll and the fellow hae got a right

to use or cut timber or something else on
eminent domaln and in the middle of 1t you sesy.
"Insgtend of paylng me 50¢ a barrel, you pay me
a dollar a barrel." What 1ls the difference?

Mr. Secretary, there ls an important difference.
I think you make a very sirong case --

Whet is the difference? Harold Ickee or Wallace
gella wood - 1t 1s Wallace. He sells a contract,
glves a man a right to graze sheep a0 puch a
head. In the middle of the contract, he says,
"Twenty-five cents a head isn't enough; you pay
me fifty cents a head." Is that what the

United States Government 1s golng to do? 1If

you want to comnletely shoot thls thing Enpt '

I cell confldence in CGovernment credlt, I don't
know of any better way to do 1t than that. I




Sullivan:

HoMIr:

3ullivan:

HoHod !

3ell:

H.M.Jr:

Whiite:
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have gald it before It is something
. 1 E ¥you have
got, you don't know how you have got 1t, but you
¥?v§ Eot 1t. But you can lose 1t Just 1like
18t.

But that doesn't apply, sir, in the case of
state and muniecipal?

Now, John, don't tell me that. It is the same
thing. It 1s boring from within and you do the
sane for the states, and then they have me on
the hip and eay, "You didn't do 1t for the
gtates." I am not that dumb, John. Don't insult
my intelligence, please.

Excuse me Just a minute, elr. You would have --

I slt here and am perfectly willing that Mayor
Lafusrdia should glve up the thing in New York
and then if they do 1t, all right, everr clty
haaddvga 1t and then the Federal Government has
to do 1t.

Excuse me, there is a contract between the
Federsl Government and the holders of Federal
gecurities, but there 1s no contract between
the Federal Government and the holder of a
gtate and municlipal securlty.

But there ls a contract between Mr. John Smith
or lr. Finkelateln in New York and Mpyor
Latuardia.

For state taxes, but not for Federal taxes.

All right, well then beween Governor Lehman and
so forth.

There 1s no contrect, Mr. Becretary, but it ls
a custom of about a hundred yenrs.

If I glve ground on that and then they say,
"Jell, Morgenthau was perfectly willing to
have 1t done on etate and municipals, so if he
is willing to have 1t done on that, why len't
he willing to have i1t done on the other?"

May I have a minute or two to present the other
glde, Mr. Secretary?




Sullivan:
HoeMudJr:
Sullivan:
H.¥.Jr:

Sullivan:

H. M.Jr:
Sullivan:
H.M.Jr:
Bell:

H. M. I

hite:

Y

Sure, but I say that all of thie etuff, I mean,
there ls nobody in Washington that I don't -

I don't take second place to anyo dy. Nobody
has done more on national defenee than I have,
nobody, but it is one thing to go out and get
money and this idea of this whole business =
this whole tax program - I mean, you fellows
know where it started and everything elese, and
I will do anything to rearm this country or to
ralse the money or tax myself, but I am not
golng to break a contract that my name is on.

I am not asking you to do that.

Yes you are,

I beg your pardon, sir, I am not.

What are you asking?

1 am asking you to consider the repeal of the
exemption in favor of state securlities, Juast
as in the last Congress they repealed the
exemptlon in favor of state employees, a
custom that had prevalled just as long as the
exemptlon in favor of interest on state
securities.

And what are the stntes golng to do?

What are --

Supposing I go along, what is the next move?

Going to tax the lncome from Federal securities.
Why, of course, abaolutely.

The moral eonsideratlon is identical in both
casea, Mr. Secretary, but 1t 1is that moral
consideration thet I would like to try to say
gomething on the other side, because I think
that 1s the crux of the case, that 1s, the
soverlgn right. When the Government lssues a
bond, 1t no more restricts its activities for
the future any more than the Government, for
example, hires an individual, pays him a
certaln ealary, and he spends five, or ten, or
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fifteen years of his 1life at that job, and then
the Government decldes by virtue of economy thnt
they are golng to reduce that man's salary or
when it increases taXes on perscnal - private
property --

H. M. Jr: Harry, that is the same theory that some Cabinet
members have, that they have a lien on being
in Cabinet.
I think i1t 1s --
No, I think there 1s a elight difference.
Mr. Secretary --
I mean --
The salary may be an unfortunate --

My conparison 1s Just one step more ridiculous
than yours.

I think the analogy of the salary was an un-
fortunate one, but let me say that --

Try agsaln.
How about the case --

Yes, glve Herbert a chance while you think up
a better one.

I think i1t 18 a caplital levy, elther taxation
of the interests on any outstanding Federsl or
gtate securities. I wouldn't be ovpposed on
the principle to a capital levy, but 1f we are
going to have a capital levy, I say make 1t
uniform for all classes of capltal.

I like that.

But any increases and taxatlon on any fixed
investment is equivalent to a capltal levy. :
It doesn't mean that the soverign power hasn't
a right to increase taxes on income property.
Whenever the state, for example, ralses the
property taxes --




But you don't have the comalicating factor of
a nromlise of the Federal Government --

The promise 1s no more implicit - when a man
buys a Government bond he alwaya buys 1t with
the implied restrictlon that he is not oing

to restrict the powers of the Federal Covernment
to alter 1ts tax poliey. Thnt always lies
behilnd every contraet which the Covernnent
makes. If you llke a higher morality, it

geems to me --

We lesue a statement saying thnt these securities
are exenpt - agalnet taxation and certaln defi-
nite particulars.

I em not advocating the tax of the income on
cutstanding securitles. I anm advocating the
recognitlon of that income in determining the
surtax that applles to the other income. It

may be the same thing.

White: I mean the effect 1ls to --

Foley: But there 1s no morality there.

Sullivan: That i1s the second thing.

hite: That 1is point No. 2.

Sullivan: You see, here ls what brings this up, sir. They
are lowering these rates to 72,000 for marrled
neople, to 2200 for single neople.

Ho M. Jr: Which I told them I was opnosed to.

Sullivan: All right.

H.M.JIr: told them I was ovnosed to that.

hite: To lowering the exemptlon rates?

HoJdr: Yes, sir. Below a thousand dollars. I sald
that 1t is 1little enough.

There are about 400 --

I am opposed to it. I sald I was acainst 1t.




Sullivan:

Sullivan:

H.¥.Jr:

Sulllvan:

Gaaston:
Sullivan:
H.M.Jr:
Gaston!

HoM.JIr!

Sullivan:
HoeM.JTp:

Sullivan:

N

There are about 450 million dollars in exclse
taxes that neople of all classes are golng to
pay, most of which will be paid by the poor
people. 0On the other hand, there are neople
like Barbara Hutton with about 40 milliecn
dollars that don't pay us anything in taxes
because all of thelr income i1s in tax exempt
securities. MNow, there i1s that slde of the
moral lssue.

Do you know what I am willing to do with
Barbara Hutton and everybody elese like that?
But I want to do 1t openly. Vhen the time
comes that we need the money, I am perfectly
willing to openly make a person declare what
thelr net worth i1s, and then eay, "We want 5%
of 1t." Now, that is what I am willing to

do when the time comes. I am golng that way,
and that has nothing to do with a contract
and I am willing to say we need 5, 10, 20%
of a person's net worth stralght, right off
the top, but that is open and above board.

Would you be willing to go this far --

When the time comes that 1t is necessary, I
would be willing to advocate that right off
the top.

Would you approve their writing lnto the law
a tax that in the future we would tax the
income from state and municipal securities?
0f future issues?

That 1s right.

Bure, I have been on record on that since --
Five years.

I made a speech on that the first year I was
in the Tpeasury, '34.

How about Federal securities?

Absolutely.

Well, then, how about these bonds, are these




Sullivan:

HiMudr:

Sullivan:

H.M.Jp:
Sullivan:
Bell:

H.M.JTr:

bonde going to be tax-free, the four blllion
that are contemplated in thie bH1117

You are the first man that asked me that.
The answer 18 yes - I mean, no, I mean in 1line

with your voliey, the answer should be no. It
wouldn't be tax exempt.

Harry, no more afterncons off for ¥ou.

Let me whistle and put 1t differently. They
should be taxed.

These tax provislons which are now applicable
end - you don't know me very well. We have
these things and they are never nersonal, John,
aa you get to know me --

Oh, I underetand that, sir.

But I feel this very deeply, these four billion
dollars should not be exemnt from surtaxes,
which the note 18 now.

Should they be exempt from normal taxes?

That I don't know. I don't care. I mean,
exemnt ==

That 1s right.
The note now 1s exempt on everything.

Well, you had the privilege of making the
tax exempt --

Excuese me.

The law ie so wrltten that you can lssue
fully taxable securltiles under that provielon.

Well, I wouldn't.
You wouldn't?

You can --

I think the national defense tax -- the first




Sullivan:

Whitas
whilte;

Bullivan:
Thite:

Sullivan:
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time a man has nut it un to me

1 7 me, see, I certaln
would make them pay the surtax. I would wnﬂt 13
to think a 1ittle bit about the rest.

Ihﬂt !'I:Iihht bﬂ‘ a UE‘I‘!.' El::ll,']d D'B{:e to aTar y O

I was walting for somebody to ask 1

but certainly they would ﬂnva :o DE; gﬁ:at g
surtaxes and on the normal tax, I would like
to - I mean, thie other thing I have been
thinking about sinece '34, this muestion you
have asked me.

After I had the telk with you on the phon
in Georgla -- g aaas

I think i1t will make your roslticn stronger

on the other, Mr. Secretary, if you would

inelude this new issue all taxed. I think

{ﬂu could take a perfectly consistent position
Ere.

And henceforth all Federsl, state, and municlpal
gecurlties. '

No retroactive taxes and against asll securities
in the future.

From now on.
Yes.

“hen instead of stating that the Treagury had
no poeltion, you would want me to state posl-
tively that the Treasury 1ls opnosed to any
tax on outstanding issues on the interest
from outstandlng issues, whether state,
Federal, or munieipal, and that in the future
you approve the repeal of the exenption in
favor of state and munlecipal securities that
were yet to be issued, that 1s, future lssues,
you felt that that interest should be sublect
to tax, you felt that all Federal securltles
yet to be issued ghould be subject to surtax,
end you had not yet determined whether they
should be subject to normal tax.

Say that agaln.




Foley:
Bullivan:
White!

H.lM.Jr:

Sullivan:

Holladr!
Haas:

S8ullivan:

H. M. I

Sullivan:

Bell:

dullivan:

H.H.Jdr:
Sullivan:
H.M.Jr:
Caston:
Bell:
CGasgton:
Bullivan:

Gaston:

T -

HNo, that is not quite far enough.

I am Just restating what --

He 1s restating the Secretary's position.

Say 1t again.

That you are opposed to any tax on cutetanding
Governnental securities, whether they be
Federal, state, or municipal.

Any change in the contract.

Anything retroactive,

We can't state it mz a contract, because we
don't have a contract.

Well, thst 1s all right, go ahead.
With the etates. All right, that you are in --

I mean, on the Federal we haven't got a
contract.

Any change in the present gyvatem.

That 1e right. You are in favor of the repeal
of the exemptlion insofar as 1t relates to
future state and munlelipal securities,
Exemption of what?

Thelr exenntlon from taxstion, the interest.
Yes.

State, munieclpal, and Federal.

All of them.

Future lssues.

But he sald he hadn't decided.

That 1s Juet as to this particular lasue,




oy

to whether under the nresent atatus of the law
we ghould or should not lssue these tax exemnt.

That is an assumntion, John, thrt the exemrtion
18 elimlinated in the statute insofar as gtate
and municival igsues are concerned.

I think they are going to write it into this
very law.

And 1f they do, the Secretery 1is nerfectly
wllling to 1ssue hie securities on the sanme
basls thet the state snd munieinsl securitlies
are issued, but 1f they don't change that
exenptlon lneofar as state and munielpal
gecurltles sre concerned, then he deserves

the right to determine whether or not he nakes
his securities subject to normal taxes.

Now you know why he is my General Counsel.

With one excention that would apply to future
gales of baby bonds. If thet stotement were
made in that fashion, I think 1t would leglti-
mately anply to the ssle of any baby bonds
from now on.

Well, change the rules on baby bonds.
Sure.
Everything.

If they are willing to sopeal the exemntion
on state and municlipals, then you are willling
to repeal the exemption both ss to normal --
John, you should have read socme of my testl-
mony. Get somebody to look 1t up. I have
alweys eald I will go with the states and
municipalities, but I don't want to be in
the posltion that I can't have tax exempis
and let them have tnx exemnts,

Sullivan: I gee.

HoM.Jr: S0 I will go with them whole-heartedly.

2ullivan: As to both normal and surtax?




H.M.Jri
Sullivan:
H.M.Ir:

Bell:

H.M.Jr:
Eell:
HiMoadr:

Gaston!

Elotz:
H.M.dr:
Sullivan:
H.M.Jr:

Bullivan:

Right.
All right.
But not as to the other. I don't know whet
. her
anybody elee agrees with me on this other thing.

How do you feel, Bell? Are
g i ’ you and I together

On thie statement, yea. You mean
on the notea. . about surtaxees

On retroactive.

Yes, I am with you on that.

How about you, Herbert?

I am with you on 1t. I agree it is a capital
levy, and it ought to be made general if we
are golng to deo 1it.

I feel strongly on that.

I am glad we had this meeting.
I am soo, sir.

Have you got any other thing?

No, they are Just mllling along. They produced
LaFollette's schedule yesterday and they thought
it wes great and 8tamm read them the tough
schedule under that which would raise 451
million and before he had read the increased
tax in three different brackets, they were all
groaning and sald, "Stop, we don't want any
more of that.” I had a modified achedule

that we are spubmitting to them this morning.

It ig about half way between. It will ralse
about 250 million additionel. I think they

are going to ralse the corporation tax rate,
tU@, gir.

All right. Thank you.




TREASURY DEPARTMENT
INTER-OFFICE COMMUNICATION

OATE June 6, 1940

CONFIDENTIAL

The rate for the British pound Jumped more than 60§ this afterncon, follew=
ivg reports from Londom that the British Government would officielly anncuncs
tomorrow new forelgn exchange decrees which will have the effect of abolishing
the market for free sterling. The nst gain for the day, however, was only Log¢,
owing to a selling movement in the last few minutes of tradicg.

10 Secretary Morgenthau

rroM Mrs Cochran

In a dull morning session sterling moved from an opening of 3.18-3/k to a
noontime quotation of 3.19-3/8. At that time a news report from London stated
that "It is understood that new drastic foreign exchange regulations will be
anncunced in London tomorrow which likely will have the effect of abolishing the
free market for sterling and bringing all international transactions within the
official rates.” The dispatch also stated that this presumably would have the
effect of blocking sterling balances, if not directly, at any rate, indirectly.
The rate immedistely moved upward to 3,45-1/2, In pid-efterncon, another London
news dispatch appeared giving more deteils relative to the nev foreign exchange
regulations. The sterling rate thereupen rose to & high of 3.80 by late after-
moons It then fell back to close at 3.60.

These announcements were apperently the signel for commerclal concerns to
rurchage free market sterling before regulations rendered such sction lmposeible.
In sddition, there was probably some covering of short sterling positions by the
New York banke., As irdicated by the turncver figures, the supply of sterling came
rainly from forelgn banks, especially Far Esstern institutions, Selling orders
from Hong Kong and Shanghal wers particularly heavy late in the day and their
execution caused the rate to decline sharply.

Sales of spot sterling by the six reporting banks totaled ®580,000, from the
following sources:

By commercial CONCOITIBucnannsnstssnstosnnssbsansstansssnnssany W hD.OﬂO

By foreign banks (Far East, Burope and South Americs).eesssses &540,000
Totalessssss RGE0,000

Purchases of spot sterling amounted to &5£3,000, as indicated below:

«ss B5BG,000
BF commercial CONCEIMBscssssssssnssansnstastansssbastansanssss B0
By foreign bapks (Europe, South America and Far East).e..seese @ 97,000

Total,.....s ®0E7,000

Spot sterling in the amount of &19,000 was purchased from the British Control
at the official rate of U,03-1/2 by the following banks:
&10,000 by the Guaranty Trust Company (for rubber)
9,000 by the Bank of Manhattan (for rubber and whiaky)
&l9,000 Totel
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The French franc moved with sterling. From a noontime guotation of .0181-1,&&,
it rose to & high of ,0215-1/2 and closed at .0204-1/4. It was reported that very
1ittle business was transacted in that currency.

The other important currencies closed ae follows:

Swiss frence 2240

Canadian dollars 20-1/4% diecount
Lira 0505

Eelchemark 2

The Cuban and Mexican pesos were unchanged at 10-9/16% discount and 1672
respectively.

The yuan in Shanghel was gquoted at 5-5/16¢, up 1/16¢.
There were no gold transactions comsummated by ue today.

The Federal Reserve Bank of New York reported that the following shipments
of gold were being conslgned to it:

$ 6,097,000 from Englend, shipped by the Bank of England, to be sarmarked for its
account .,
5,626,000 from Brazil, shipped by the Bank of Brasil, to be earmarked for its
account as fiscal agent of the Brazilian Government.

11,723,000 Total

The Bombay gold price was emuivalent to §35.80, off &¢.

Spot ellver in Bombay was unchanged at the squivalent of Lk L7é,

In London, spot silver was fixed at 23-3/8d4, up 5/84. The forward quotation
vas 22-3/16d, up 7/164., The U. 5. equivalents, calculated at the open market rate
for sterling this morning, were 33.58¢ and 31.63¢ respectively. On the beeis of the
official sterling-dollar ouotation, spot silver was equivalent to 42.50¢4.

Eandy and Harman's settlement price for foreign silver was unchanged at 343/,
The Treasury's purchase price for forelgn silver was also unchanged at 35¢.

We made three purchases of silver totaling 350,000 ounces under the Silver

Purchase Act, Of this amount, 200,000 ounces represented a sale from laventory, and
the rempining 150,000 cunces consisted of new production from foreigm countries, for

forvard delivery.

CONFIDENTIAL




Jume £, 194
Er. Cherles Fall

Kr. Cochram

No one of the eonculsr nosts 1isted in the attached communicstion from
the State Department is of interest in connection with the oper=tion of the Stabili-
ation Fund.

I recall from my experience nt Foris that the Tressury wes lurcely
responeible for the respeaing of the conewler of fice st 8%, Flerre-Miguelom, wo I
rresums our Customs of fielels will desire to conslder esrefully the propossd
abolition of this offige.

If the Freasury Departmeat contemplstes kseplng & staff st Bordesux
intafinitely, the pressat affords us an opportunity to sugeest m olassifiestlon for
Pordesux whieh would entitle our peeple thers to receive imeressed ellowances.
‘evortn from the Treasury people in Bordeamz indloate that the cost of living there
in§ increesed for them, due im part to the lask of liviag querters for the lneressed
ovulstion, smd indirectly to exrenses which ths Tressury people still are obliged
i bear with respeet to household affeets left im Paris.

F




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

DATE June E' 19]40
10 Secretary Mgprgenthau

raom  lir. Cochran

I talked by telephone with Mr. Livesey in the Department of State this morning.
e stated that after our conversation on June 4 (remorted in my memorsndum of June 5)
ke bnd told his collesgues in the Department of State of the Tressury's position with
respect to the Canadlan dreft agreement. Mr. Livesey now informs me that Mr, Wailes,
the Stote Department officer in charge of the Canadian desk, hasg renorted that
aseletant Secretary Berle and aleo Secretary Mull have aprroved the text of the draft,
p5 pmended by Treasury Department esugsestions. The Stete Department will now submit
the draft to the Canadian officlals, and will let us imow of the results, Mr. Livesey
stated thet 1f the Treasury Department desired to submit a letter, as we had intimsted
the other day, to put om record our position with respect to the agreement under
reference, this mizht now come forward. On the other hand, Livesey did not think
ruch a letter necesssry, considering the fact that really no arrangement was belng
nade wich Cpnada which would restrict the Treasury'e freedon in immosing exchange
eontrol in the future,

FPT




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

DATE June 6, 1940

Secretary Morgenthaun

Me. Cochran STRICTLY CONFIDENTIAL

Mr. Enoke told me by telephone this aftermoon that he had received & cable-
gran from the Bank of England in regard to the proposed arrangement for slgning
of accounte with the Federal Reserve Bank by Lord Lothian and Mr. Osborne. Hs
ig to send us & copy of the message.

Hr. Enoke told me that today the Credito Italiano withdrew $120,000 from
the Irving Trust. The Banco Commerciale Italiano drew two checks on the National
City Bank in favor of the Yokoheme Specie Bank totaling $268,000.

The Banco Credito Italiano drew & check on the Irving Trust for $250,000.
It eleo drew & check on the National City Bank, payable to the Yokohama Specie
Zenk for £1UL,000.

The Credito Italiano drew two checks on the Hational City Bank, payable to

Fost and Flagg, each for $524,000, presumably to be used in supporting Italian
bonds on the New Tork market.
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TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION
pate June 6, 1940
Secretary Morgenthan

kr. Cochrea STRICTLY CONFIDENTIAL

Mr. Pinsent telephoned me at 6 p.m. to the effect that he had just received
s cablegram from London requesting that Secretary Morgenthau be informed that the
British Government will on June & make an aancuncement in regard to tha program
of meagures on which the Secretary of the Treasury had been comnsulted last week.

The message was dated Iondon, T:10 p.m. today.

When Finsent had called on me earlier in the afterncon he knew mothing of
the rise in sterling today and was not aware that reports were out as to pros-
pective British action over the weekend, until I showed him the Dow Jones items

P

on this subject.




TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION
pate  June 6, 1940

Secretary Morgenthaun

Slioe STRICTLY CONFIDENTIAL

Mr. Pinsent called on me by appointment at 3:30 this afterncon. I told him
that we etill expected an order to be issued shortly in regard to the importation
into and sale within the United States of securities that may have been seized
{n inveded territory. I told him further that we hoped to have the matter of
spening & British Government account with the Federal Reserve Bank of New York

settled shortly.

Hr. Pinsent 1s leaving Washington Sunday afterncon to meet Mr. Oshorme of
the Bank of Canada in New York., The two of them will then vieit the Federal Ha-
serve Bank of New York in regard to the question of muthority for Lord Lothien
end Mr. Osborne to sign for Bank of England funds, in certain circumstances.
Fingent hopes that 1t will be possible for the Ambaseador to name an alternate
% sign for him.

Hr. Pinsent has asked Mr. Osborme to meet him in New York, btut added that he
¥es gure Mr. Osborne counld arrange to come on to Washington for & wvisit if the
secretery of the Treasury might desire thie. I told Mr. Pinsent that I was not
fanre of any subjects which Secretary Morgenthau might care to diecuse Jjust now
vith Mr. Osborne, btut that I would merntion the matter to the Secretary.

=F __,f‘f .--""'
o~ = #




TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION

pare Juns 6, 1540
Secretary Morgsnthan
Mr. Cochran

STRICTLY CONFIDEN-TIAL

After Mr. Basil Harris had givea me information this aftermcon in regard to
s change in the schedule of the 5. 5. Washingtom, I telephoned Dr. Somary, the
Swisa Banker, mﬂlﬂmhwthtth'hmmuhhlﬂ;tnl-ﬁhm
tomorrov for Lisbon, instead of Genoa. I added that the present belief was that
the Waghington would not ember the Mediterransan, but would proceed from Lisben
to the United States, perhaps touching at Irish ports to take on American refugees.
igin I reiterated that the informmtion which I had given previcusly, and was nmow
offering, was entirely teantative. He understood this, and stated that he
telephons Fresident Weber of the Swiss Hational Bank this evening to give
latest report, for the guidance of the Swiss in deciding the best means of
more gold out of Switserland to the United States. Recently the Swiss have sent
wme gold from Locarne, Switserland to Barcelonma, Spaim, by sirplase, and
to Lisbon to make connectiom with the Clipper.

F#T




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

paTE  June 6, 1940
Secretary Morgenthau

Me. oohren STRICTLY CONFIDENTIAL

Mr. Irigoyen, formerly Financial Counselor of the Argentina Embassy in the

United States, telephoned me at 3 p.m. from Buenos Aires today. He was seeking

the latest news on the American markets, and particularly with respect to the

rige in sterling today.

s




TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION
BATE  June 6, 19%
to  Secretary Morgenthau
rmou Mr. Cochran

STRICTLY CONFIDENTIAL

Mr. Leroy-Beaulleu, Financlial Counselor of the French Embassy, has provided
ge vith the attached memorandum, apparently resulting from French interception of
g cablagram,

This document 1s being passed on to the officers in the Divielon of Forelgn

Tunds Conmtrol.




FEOM BECESHER (IEVING H, SHERMAN) BERLIN
To CHEMSAM (CHEMICAL BANK & TRUST 00.) NEVW YORE

date 11/3/40 - ENGLISE - ¥OT CODED w/T

Thirty thouesnd is payment on account REDSTAR legal services.
Tou have to pay balance later on or recover 3,000 or part thereof
depending upon financial state company final 1igquidation. (Could
loan be made to GOLDDISKONTOBANK (7 or other) REICHSBANK affiliate.
ECLLMAR anxious accomodate HEICHSEANE who wishes protect certain
forelgn investments by tranefer or hypothscating to you. Amount
involved three million dollars which would be a loan to one firm
and equal deposit from ancther with securities as primary collat-

eral and cash secondary.




.Iunn 6, 1540
2:45 p,m,

H. M. I Hello.
Operator : Admiral MoIntire.
T.M.Ir: Hello.

Adm. Ross T.
MeIntire: Yas, ¥r, Beoretary.

HM. JIr: He's not in. This ie Henry talking.

Mol: EhioI'm sorry. I thought you worked until

H M. Ip: No, no.

Mel: Oh, I see. That's all right.

.M, Ir! Well, the Becretary worke until Y4:30,
I Bee.
Then I take over.

Well, that's different. Well, what's on
your mind, Henry.

Well, Juet this. I got a letter which my

father sent me from the Mt. Binai
Hosplital in New York.

Yesn.

And they, in the World War, sent a hoepital
unit over to France ..... .

and they want to do it now and I don't
knaw where to begin to help them, Everybody
1t seems hae turned them down, and I wondered

if you'd help me out.

What have they done up to this point?




B M I

Mel:

Haél, they've written to the Surgeon General
an YRR

Well, of course, that doesn't heln. None of
that -- nothing helns there. What about the
French Red Cross?

I don't know if they've done anything about
the French Red Cross.

Well, why don't you do this, Henry. Why don't
you ask Norman Davis, or no, better than that,
get ¥r. Bwift over in our Red Cross, you know,
he hgndles all that foreign stuff and he ean
glve you the exact dope on that.

Yesh.

Now, that'e the way I'd do 1t, I think he can
glve you some good advice on 1t.

I see. You think that's the way to do it.

I think you'll get -- I think you'll get more =-
or 1f you'd like to have me do 1t, I'1ll get

you the information.

Well, if you would .....s

I'11 be very glad .......

ssssss I mean, what I'd like to know 1s, they'wve
been in touch with the War Department ......

That's no help.

I mean, if could tell Swift that the Mt. Blinal
Hoepital 18 ready and anxious to send over a
hosrpital unit.

Right. They want to do that in France?

Yes.
All right, fine., 1I'll get you the information.

Right.
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Right you are,

And other hospitals, I gather -- I'm looking
at this thing now -- have been apnointed, but
they've left Mt. Sinal out.

Oh, 18 that =o?

Yeah,

Well, that's

That -- that's the point.

Oh, well, all right. Let me look into that,
Yes, I'll get ......

[

I don't blame them a bit because they have
one of the best professional groupe in the
clty on that staff.

Yeah, the other hospitals, I'm just reading,
Presbyterlan, WNew York Post-Craduate and a
eouple of others have been -- Bellvue -- and
Mt. 8inal wae not aporoached.

0. K. I see., I'1ll get you all the information.

And they're ready to do.

Right. Well, now take it easy, Henry, and
don't overdo it over there.

Well, I'll try not to.
(Laughs) All right. TI'11 give you the word.

Thank ¥ou.




June 6, 190
Under Sesretary Bell

- STRICTLY CONFIDENTIAL

A% the requesi of Nr. Leroy-Desulisu, the Prench Fimsasial Ooumselor
in Nev Tork, the Frensh Eubasay ia Vyshinghea has forvarded to me, vitheut somment,
the atteched memorendun ia regard o a eoneera kmowa as "Remboursen Indusirie Bank®
vhigh is controlled by Fremsh private grewpe. It will be neted thet the Presch
mumunithiﬂhumh_ﬂdnumnhuhdﬂnntm
it bae om deposit with Shres imerican banks.

27777

™0iani 6,6, ho




Vashington, Jums 5, 1940

The Dubeh soslety "Resboursen lndustrie Besk® of
Amsterdan is contrelled by Premch private groups, of whish
the most important is the "Union des Mines". The deposits
i has in imerican bamke, Chase National Benk of the City
of Nev Tork, Guarsaty Trust Company of New Tork and Firet
Bstiomal Baak of Beston, are almost sutirely made wp of
funde, ¥he property of sither the £roups mentioned above,
or of industrial enterprises of the Frensh State.

Even before the lavasion of Nolland, and ia view
of that eventuslity, the Bacessary measurss hed beem Saken
$o anmul the signatures, woatly Duteh, thet exieted at that
time and to replase them by sigasturcs of Fremsh person-
2litles residing in Frames, %0 vhich hss been added the
signature of the Director of the "Remboursen Industris
Beak®, as soon as $he letter was able to return to Fronge.

In pursusnes of the regulstiom put into ferce L
$he Govermment of the United States, the "Remboursem Indus-
true Bank® connet dispose of its deposiis in the United
States uatil 1t has obtalned, for eash withdrawal, am offi-
elal authorizatien.

The striet application of thst cuite Justified

Fegulation would result, as far as the "Hemboursen Bagk"
is concerned, in paralysing the setivity of the industrial
groups dependent on the Fremeh Adwinistrstion, partieularly




of the Semsral Mirestien of Nines.
Consemently. the Preash Seversasal weuld
greatly sppresiate ihat a deregeilon to restrictions in
foree be granted o ths "Duleh Seclely Remboursen Indus-
Srie Beak® 1a erder b0 wmadle the latter §o dispese fresly
of the funds on depesit 1n the J sbeve menticnsd Ansrican
baaks. It gees vitheut sayiag that the Pressh Seversment
gives all gmarentees ket these funds will net bo smpleyed
ia asy memner sapable of faveriang the Luterests of the
invaders of Bellesd./.




TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION
June 6, 1940
Secretary Morgenthau

Mr. Cochram ~

STRICTLY CONFIDENTIAL

The attached memorandum was received from an officer in
the American Consulate Ceneral at Viemna by ome of my colleagues
in the Department of State, and transmitted to me by Mr. Livessy.




MEMOEANDUM
Exchange Cuotation Doller Notes Agminet Checks.

According to information obteined from the Credit-
anetalt-Benkverein Vienna, (the lergest banic in the
Cstmark), the value of Dollar notes as compared with
doller checkes has ilncreased considersbly in the past
week ( May 9 - 16, 1940). A week ago, the value of
dollar notes was about 108 per cent of the valus of
dollar checks or ceble transfers: Yesterday this reletion
icereased to 118 percent in favor of notes, and today
it has gone up to ae much as 130 per cemnt, at the opening
of business thie morning. The merket for these trans-
actione is Switzerlend, where doller notes against checks
have been exchonged todsy in the afternocon at the rate
of 7123.00 checks agninst $100.00 actual paper notes.

Thie appreciation of doller notes agninst checks
of the same currency scems to be due to the fact ( it
is expleined in Vienna banking circles) that the pound
sterling hes leoet much of ite character as an internationsl
zeang of exchange during the lmst few daye, =& have the
currencles of Netherlands and Belglum. As, however,
the demend for some world wide mesne of exchenge 1s
now probebly even greater than ever before, the dollar
note is taking the place of these currenclee. The
lover rate of the dollar check ae compared with notes,
it is sald, doee not by any meens indicate thot the
vrogpective purchnser doubte the value of the check
iteelf, tut rather hesitates to teke the risk of losing
the check between purchase and presentation for cashing
in the 5tates on account of war conditions. The
offielal muotetion of the German Helchebank of HM 2.80
for dollar notes as compared with only 2.198 for checks
doee not seem to glve full welght to the development
during the last few days on such free markets ae Zurich,
&8 it indicetes a relation of only 12 per cent more
for notes than checke.

¥ay 16, 1940,




June 6, 1940
My dear Mr. Becretary:

I enclose & statement of the position of the
Belgian Government, as given to this Department by
the Belglian Ambassador.

This Department takes the view that, for the
time being, the government of Belgium is being
carried on by the Belgian Government functioning in
Paris. It bas talen note of the fact that, the
King being prisomer, his powers and duties devolve
upon the Cabimet. It is not understocd that the
King has undertaken to set up any new Government.
Thare would, therefore, appear to be no change in

continuity of the Belgian Government, and no question

of negotiation is presented.
Eincerely yours,

Tor the Secretary of Statet

(Signed) Summer Welles
Under Secretary




DEPARTMENT (F STATE

Memorandum of Conversation

Date: May 28, 1940

Status of Belglum

PATTICIPANTS: The PBelglan Ambassador, Count wvan der Straten-Ponthoz:
M. Theunis;
Mr. A. A. Berle, Jr.

COPIES TO: 5,0, &

The Belglan Ambpssador end M. Theunle, accompanied
by Mr. Moffat, came in to see me, at thelr recuest. They
had hoped to see Mr. Welles, but were unable to de so.

Both, and particularly M. Theunie, were obviously
in a high state of agitation.

They handed me the attached statement announcing

that M, Plerlot considered that the surrender of the

Eing of the Belglans was contrary to the viewe of the

Belgian government, and that the govermment proposed

to earry on the war,
I asked what they considered was the present

status of the Belglan government.




e

The Anbasesador answered that they comsidered that
the Belgian government was intact, and was fumctioning
at Parle. The King wes now & priscner and therefore
could not »ow exerclse his rights as king. Tor the time
being, all constitutional rights and powers devolved om
the government.

The Belgian constitution provided that in such case
Parliament should be assembled and & regent appointed.
Flainly, Parliament could not assemble. By consequence, it
was axpected that the government would carry on.

M. Theunis was bitter at the French for casting the
whole blame of the northern defeat on the Belgians, adding
that it was not the Belgian line that had broken, but
the French lins, at Sedan. It was like the Freach, he
said, to tale all the oredit if things went well and
blame their neighbors if things weat badly.

He was likewlse oritical of the King.

I said that we were slow to pass judgment hare,
knowing of the great strain; but that we sympathized
with their difficulties, and took note of his declaration.
It appearesd, during the course of the conversatlom,
that the two gentlemen had been in touch with the

Belgian Ambagsador at London; and with the Bslgian

Minister of Finance in Paris, from whom they had
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confirmation of the fact that the Belglan government had unanimcusly

determined against the King's capitulation, but he had capitulated,
in any event. His excuse was that the Belglan army wes now without
rations and almost without ammmmition,

A. A. Berls, Jr,




(CcrT)

Statement of the Belglan Ambmassder

May 2Bth, 19u0.

The Belglen Embassy has received confirmation of the
declaration of the Belgian Prime Minister, Monsieur Plerlot,
affirming that the capitulation of the Belglan Army, signed
by the King, was contrary to the views of the Belgian
Government, which is determined to carry on the fight
against the aggressor. All the members of the Government
are unanimous in melking thie declarstion. The French

and English Governments contimue their collaboration with

the Belglan Government under the Premiership of Monsieur

Flerlot, The Belglan Exbassy has brought these facts to

the attention of the American Government.




PLAIN

Londen

Dated June 6, 1940

Ree'd 1:20 p.m.
Secretary of State,
Washinzton.

1525, June 6,
FOR TRZASURY FROL. BUTTERWORTH.

No comment iz required on the projected structural
changes in the British exchange control, which also
genkall the blocking of British szecurities in the
ewnershlip of American citizens not resident in the United
Kingdom, as the British Treasury states prior consultation
and acceptance was obtalned in Washington some time ago.

The following 1s the proposed press notice which is
to be published on the 8th, the new regulationa teo take
Effect on the 10th:

"Important steps have been taken by His Majesty's
Government in continuation of the policy of basing foreign
trade on the official rate of exchange and of limiting the
Volume of transactions in the free market for sterling.

1, For the time being no licenses will be given for
the sale in the United Kingdom of securities owned by persons
reslident outaide the sterling and franc areas. (see my

1166, Nay 10, paragraph 4 ).




=2= #1525, June 6, from London,

2+ By an Order in Counecil amending the Defence
Finene:z Regulations 1939 all exports from the United
Eingdom to the Unlted States of America and Switzerland
will have to be paid for in sterling obtained from the
exchange control at official rates or elsc in United
Stetes dollars or Swiss francs respectively, Exchange
will normally be provided in their own currencies to
residents in the Unitcd States of dmerica and Switzerland
in respect of camercial and ecurrent financial payments
(including interest and dividenda) due to them.

ds+ As regords tronscctions with other countries
outside the aterling and All1ifd areas, broadly the same
Effect wlll be cchieved by extending the system of
poyments agreements and speciol cccounts (see my 644 of
Moreh 14, poarcgraphs 2 cnd 3), which enables settlement to
be effected in sterling through official channela at
officlol rotes.

4. The regulations requiring sayment for exports
of jute, rubber, tin, whiskey, furs cnd diomonds to certain
countries (Beglglum, Belgium Congo, Netherlands,
Netherlands Empire cnd countrles of South ond Centrel
Anerieca) to he obtained in certain specified foreign

currencies (or in sterling obtainsd from the exchonge

control ageinst those currencies) have now been revoked in

the




=3- #1585, June §, from London,

the cose of exports to countries other than the
States and Switzerland,

S B3Bimilar crrongements have been or will be mode by
other countrles in the sterling area.

The cbove miosures will further reduce the volume
of stcrling that ean be dealt in on foreign markets and
will encble our foreign trade to be conductzd on the baais
of sterling ot the officizl rate. This will ensure the
beneflt of o stable rote, both te ourselves cnd to the
countrlies with vhom we trode. It will moreover ensure
thot full vzlue 1= received for our exports, either in
the form of imports into this country, or in the form of
currencies which ore urgently requlred for the poyment for
moatericls, foodstuffs ond munitions essenticl to the
prosecutlon of the war.

It should be ocdded that the United Kingdomt's trade
with the sterling crea, viz., the British Empire (execludi
Conada, Vewfoundlond and Hong Kong) plus Egypt, the
Anglo-Egyptizn Sudon ond Iraq, 1s of course conducted in
sterling, ond no question of exchonge orises, With Cancda,
an ggreement having the efftet of o poayments agreement is

clready in operation.”

As regorés (3) cbove the British Trecsury states it

intends to invite the Bolkon cnd South Ameriean countries
and




=fl= #1625, June 6, from London.

and Jopon to conclude payments agreements asimilor to those
clrecdy mace with the Argentine ond Sweden and now
practically concluded with Rumonic, It 1s plonned thot 4F
cgreement connot be reached before the end of this month
to Impose unilateral elecrings cnd of course thot will be
the threct to facllitcte negotiations.

As regords (2) I inquired whether contrcets mode prior
to the coming into force of the regulations would be
pemitted to be fulfllled by unofficial market sterling
and was informed that the mochinsry to this end would be
instituted vhereby the gemuineneas of such controcts could
be proved.

The British officicls concerned with the adminiastration
of exchonge control seem to be of more thon one mind as
to the effect on the wnofficinl market rote of the
imposition of these regulations but it seems clear that

the freedom with which pre-regulation eontracts con be

e ———

pald for in unoffieinl sterling will grectly affect the

g

immedinte demond and thot the monner in which the cnnounce-
ment of these regulations ia recelved in non-aterling area

places such as Shanghoi, vhere there are 1orge holders of

sterling balances,rdot now to DE blocked, will greatly

affect the supplye.




GRAY

Berlin

Dated June 6, 1940

Rec'd 10 p.m,
Secretary of State

Washington

1700, June 6, 4 p.m.

ily number 1385, May 17, 5 p.m,

FOR TREASURY FROM HEATH AND ALSO FOR THE INFORMATION
OF THE DEPARTMENT,

According to the offleoial statement which has just
appeared the long term debt of the Relch increased
during February by 554 mllllion marks which added to the
1,685 million marks inerease in short term debt
reported in my telegram under reference makes a total
inerease in the Relch debt durlng February of 2,239 milllon
marks, This is the highest inerease in government debt
in any morth since October when it amounted to 2,483
million marks., From November through January the average
month inerease in debt had been only 1,823 million marks.
43 in previous months outside of an increase of 19,5
million marks in the Remtenbank loan practlically the
entire rise in long term debt during February was in the

form of li-loana,
The total disclosed debt of the Releh on February

20th amounted to 49,803 million marks of whieh 27,749

waa
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was on long term and 22,059 on short term (ineluding

tax certificates).




GRAY

PARIS

Dated June 6, 1940
Reo'd 4:18 p.m,

Seeretary of State,

Washington,

1051, June 6, 1 pem,
FOR THE TREASURY,

A decree mublished in todar's Journal Official

appoints Yves Bouthllller as Finance Miniluvter to re-
e e L0

place Lmelen Lamoureux, DBouthlillier i3 a civil aservice
offlclal who hes passed most of his career in the Finance
Minlstry, having occupied the post of Secretary General
since Hovember 2,1938¢ Other positions which he had held
ineclvde those of Director General of the Indlrect Taxa-
tlon Service, Director of the Budget, and Director of
Finanzes of the Departement of the Seinee

the fact that Reynaud has chosen a career of ficlal

rather than a member of Parliement as Hinister of

Finance riay be considered as indlcating hls desire to

increase hils control over the activities of the Ministry,

———— ——— e =4

BULLITT




GRAY

PARIS

Dated June 6, 1940
Recl'd 5:40 pem,

Secretary of State,

Washingtong

1062, June Gy 6 Delle

FOR THE TREASURY DEPARTMENT

The market vwos falirly flrm today and moat French securi-
ties reglatered slight advances. Suez galned 650 polnts,

The Bank of France statement for the week ended May 30

shows an inerease in commerelal advances of 296 million

francs, The Treasury drew upon its advance account with the
e — e et —n - —— -—

bank in the amount of 5,990 mlllion francs thercby in-
the totael amount of such advances to 32,600

millicns. Eank note circulation increased by 4,157

millions, The total circulation on HMay 30 therefore

amounted to 170,853.millicns,

BULLITT




GRAY

Milan

Dated June 6, 1940
Reo'd 1:25 pe ms

Secretary of State,

Washington,

S8, June 6, 5 pes me
Today's market index 217,70, Volume 65,375,

Most quotations recovered slightly in quiet trading

pogsibly due to coverage speculative sales,

SCHNARE
HFD




General Ruling No. 5 under Section 5(b) of

the Act of October 6, 1917 (40 Stet. 411), as
amended, Execut ive Order No, 3399 of April 1n,
190, as amended, and Regul:tions lssued purgusnt
Lhereto, an: under sll other cuthwority of law,

June 6 , 1940,

The sondlag, miling, importiag or otherwise bringiiz into the United
Stniea, on end after June 7, 1940, from any forelgn couttry, of any secu-
rities or evidences thereof or the recelviig or hwolilaz in the United
Stotes of any securitles or evidences therief so brogght into the United
Stiutes is prohibited, excest on cowdibion 4het sueh securitiss an? evie
doaces tiereof be immediately delivered for cx-minstion to - Feder-l
Zegarve bank na fiscal agent of the Ualted St-tes. Such Feder 1 reacrve
benk, a8 [lscul ageat of the United 3t-=tcs, shell hold such sccurities
gl all evidences tnereof until the Treraury Dep :tment 1+ sat i2fled as
to whether or not any of tho countrios nemed in Sxecutive Oxder Ne. 7393,
a5 smendad, or any netionsl thersof w8 at eny time on or ainze the drtes
speeified in such Order, as smended, hed eny in.ercat of amy whbie whnt-
socver, direct or indlrect, in such securitles or evidences L' craofl,

Prool ma to chether or not eny of such couwriries or any wtiowl bhersof
f#s Gad any auch interest my be submltied to Lhe Fedarel foserve benk
aoldlnz such sscurities or evidances t ereof.

Customs officers and 2ostal employess cre instruicted Lo daliver eny
such securities or evidences t mrcofl to o Fodor 1 llessrv: bonk. Jny
ecticles arriving from any forelgn coutnrs on or efter June 7 , 1347, *hich
in t"e opinion of cugtoms officers or nostal employecs oo tein such
suzuritios or evidences t ereof, shell be subjocted Lo costow 1n: wehlon
In nccordance with the Customs fepilrtions of 1337. If any vriicle
opeed by en addressee or his sgeat in the Teseace or inder the enpervi-
alon of a customs officer or ;ostal esployee Is fouwvl Lo eo t=ln aack
socuirities or evidences thereof, such sec.ritles or ovilences thercof
.11 be surrendered fort'sith to suc’. custows of"leer or .ostzl emploseo
for dallrery to a Feder:l Heserve bmnk, =8 above -rovided.







THE WHITE HOUSE

WASHINGTON

June 6, 1940,

MEMORANDUY FOR
'THE SECRETARY OF THE TREASURY

I approve the proposed general
ruling in regard to securities here-
after imported from certain countries.

In addition to the provisions
of this ruling, I think the Treaoury
or the S.E.C. or the Federal Reserve
Board, or all of them, should reguire
eworn affidavite relating to ownership
for at least one year past ln the case
of any and all securities, public and
private, which require to be trans-
ferred on the booke, 1.e., negotiable
securities rather than bearer se-
curities.




THE SECRETARY OF THE TREASURY
_. WASHINGTON "HE HIT:

K Cire £
' _. :IM’I 5" % Py flm
&Im! FOR THE PRESIDENT FCEiven

Annexed is a general ruling to be issued pursuant to the existing
Order and Regulations imposing certain "freeszing" control.

The proposed ruling will require all securitles imported into the
United States to be forwerded to a Federal Heserve bank to be held thers
until the Treasury Department is satisfied that such securities have in
effect not been taken from the invaded countrias by an aggreaser,

We have been informed that a great many securities in bearer as well
as in registered form have been thus seized by the aggressor and we have
been agked by the British, French and the Dutch to take mction to prevent
such looted securities from being liquidsated in our markets. I belleve
that the proposed general ruling will be very helpful in thus carrying out
the purposes of the existing freezing control.

With respect to the mechanics of administering such econtrol, I might

point out thut it will be effected in a manner comparable to the present

. controls of dutiable articles, narcotics and obscene literature. Customs
would include in its regular examinations search for securities. FPost
Office would segregate those letters which by their bulk might contain
sscurities and the addressees of such mail would be asked to open the
letters in the presence of a postal employee. There would be no mail censor-
ship. Any securities thus found would be forwarded to the Federal Reserve
bank. It is anticipated that it will not be necessary to make any examina-
tions for securities coming from England, France, or Canada, since such
commtries alresdy take actlon which would preclude looted securities from
coming to us through such channels.

The ruling hes the approval of the Attorney General, SEC, and the
State and Post Office Departments. _ -

¥

" If you agree, kindly indicate your approval by signing at the bottom "
d;‘;}_h general ruling. ;

We are also considering, together with other interested Departments,
Mler lines of action that may appropriately be taken to prevent the

tion in our country of securities looted abroad.
I . 4 J I
= cretary of the Treasury




THE SECRETARY OF THE TREASURY
WABHINGTOMN

JUN 8 1940
MEMORANDUM FOR THE PRESIDENT:

The British Government, fearing that Germary my inspire litigation
in this country fer the purpose of “tying up British Govermment funds here,
is amxious that British Govermment funds held at the Federal Reserve Bank
of New York be held in the name of the British Govermment rather than in
the name of the Bank of England. The British Government has been advised
by American lawyers that through such procedure the possibility of British
Government funds being tied up 1s reduced, because of the immnity from
fuit enjoyed by a foreign government's property.

The Dutch Government has also requested that certain of the accounts
held by the Federal Reserve Bank of New York in the name of the central
bank of the Metherlands be transferred into the name of the Metherlands
Governnent.

The Federal Reserve Bank of New York has some doubts as to its
ability to hold accounts for forelgn governments unless it is authorized
to do 8o by the Secretary of the Treasury. It is =y opinion that by
. virtue of the provisions of Section 5 'ﬁz of tne Trading with the Enemy

dct, as amended, the statutory provisions relative to the appointmant
of Federal Reserve banks as fiscal agents, and the stabilization provi-
8lons in the Gold Reserve Act, the President and the Secretary of the
Treasury have the power to authorize the Federal Reserve Bank of New York
to hold accounts for foreign governments. As you know, it is in the
interests of this Government that there be maintained at the Federal
Reserve Bank of New Tork, as distinguished from other commercial banks,
accounts of certain foreign governments which are used in comnection
with the wrchase of war meterials.

Accordingly, if you mpprove, I propose to send the annexed letter
Yo the Federsl Reserve Bank of New York authorizing the Bank to open
Buch sccounts for the British and Dutch Governments. If Fou approve
the foregoing, kindly indicate et the foot hereof.

Secretary of the Treasury

"'.{I!'war;

| -_; TMM__W_




TREASURY DEPARTMENT

WASHINGTON

June 7, 1940.

(]

Eaclosed 1s a memorandum received from the Financial Cowmsellor
OF the British Exbasey on May 27, 1940, in *hich the British
mt asks that its accownts with the hdarl.‘l Regerve Bank

_of Fow York standing in the name of the Bank of Englend be com-
¥erted into accomts with the title in each case of "His Britamnic
Majesty's Government's Account®.

You have also advised this Department that the Ketherlands
Government in London has asked that certein of ite accounts in the
Beme of De Nederlandsche Bank be tl"-l.l.'l.lfﬂl".l."ld to accounts in the
mame of the Royal Metherlands Government. .

The Treasury Depertment would be pleased to have the Federal
Reserve Bank of New York, as fiscal agent of the United States, open r
and meintain the sccount requested by the British and Netherlands
Governments on the same basis that the Federsl Reserve Bank handles

other foreign accounts, and accordingly requeste and euthorizes the

Very truly yours, ﬁ\

SecTetery of the Treasury.

Podaral Heserve Bank of New York to do so.

Reperve Bank of New York,

New York, New York.




His Najesty's Government has had wmder
consideration the safeguarding of funds belemging to
that Government, which may be deposited from time 4o
u-umnummumu--tm,rm
thﬂ.tthtuﬂ--imhﬂuﬂh:hr-
hhruurﬂthnhﬁ-iﬂthur-hhnmt
of debts dus %o Oermany,

The most important case in question is
that of the sccomts in the Federal Reserve Bank, New
Tork, standing in the name of the Bank of England.
While these socomts do, in fact, represent funds
belonging to His Majesty's Govermment, it would appear
that there is ne abselute protestion in the presemt
state of affairs against some attempt to attach these
funds in respect of debts owed by the Bank of England
to, o.5:; the Balchsbank, which were frosen on the
outbreak of war as a result of the Trading with the
Enemy provisicas.

Eig Najesty's Government have taken legal
advice on this matter and wderstend that the omly
seriain protection would be 4o convert these Bamk of
England ascounts at the Fedaral Reserve Bank, New

York, definitely inte British Governaent accomts, with
/ the




ﬁﬂﬁlh-ﬂ“d‘ulﬂmmutl.
Governaent Accoumt®,

The Bank of Bugland has been in comawmi-
Gatien en the sbject with the Fedaral Meserve Bask,
and it is understood that the iaitiative for o
changs of this kiad should ceme from the United
States Treasury. Nis Majesty's Government
wﬂlhmﬂﬂuhﬂﬂﬁ-ﬁm
would give early consideration te their request
that this shangs should be madse,

If the matter is agreed in principle

the nessssary teshnical instructions will be
seat by the Bank of Bugland direct to the
Fedoral Beserve Bank,




PARAPHRASE OF TELEGRAM RECEIVED

FROM: American Embassy, La Paz
NO,.: 44
DATE: June 6, 1940,

Reference is made to the Department's telegram
no, 23 of June 4, 1940, 6 p.m.

On January 14, 1934 the Bolivian Congress passed
a law authorizing the Banco Central to negotiate a
foreign loan for the account of the Brazilian Govern-
ment on collateral which was to be lent by banks,
ineluding 120,000 pounds sterling in gold coin from
the Banco Mercantil ', Article Bix of the sbove-
mentioned law reads:

"As the Banco Central amortizes the loan and frees
the gold coln collateral the latter will be placed at
the disposal of the banks pro rata so that they may
have for theilr account abroad up to the total smount
which hae been exported,"

A contract, dated January 31, 1934, between the

Bolivian Government and the Banco's Central Naclonal

and Mercantil provides for delivery of the gold. This

contract containe an analogous clause,

On June 30, 1934 a supreme decree was lssued by

the President and the Usbinet authorizing an additional
forélgn
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foreign loan on collateral, including 30,000 pounds
sterling in gold coin from the Banco Mercantil, Clauses
gimilar %o the one quoted above are contained in this
decree and in the respective loan contract.

An identle stipulation resding as follows is con-
talned in the supreme resolutions dated December 23,
1934 and October 23, 1935, which were issued by the
President and the Cabinit to authorize the extension
and amendment of the loan contracte!

"There remaine in effect in all its parte the
obligation contracted by the government in favor of the
banks for the return of the gold which they have loaned
for collateral with all of the securities contalned 1in
the respective documente."”

Title and control over the gold under dliscuselon
should, it would therefore appear, revert to the Banco
Mercantil, Under the Bolivian gold regulations in force
at the time the loans were made and in force at the
present time, exportation of gold without the express

permission of the Minlster of Finance 18 nrohiblted

and the purposes for which authorization may be granted

are not specified, 8Since the 1aw decrees mentioned above
were signed by the Finance Minister, 1t would seem that

permission within the terms expressed in them was implied.
The
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The Bolivlian Government takes the stand that

regardless of the foregoing considerations it ie
e —————

{EEEEEE for the Banco Mercantil to sell gold because
of Artiole VII of the Bupreme Decree ﬁ;ﬁad May 25, 1932,
which provides in part that the express permission of
the Ministry of Finance must be secured before gold in
any form may be exported and that all sales of gold must
be made to the Banco Central and because of Article I
of the Bupreme Decree dated January 31, 1935, which pro-
vides in part that minted and unminted gold shall be
concentrated in the Banco Central of Bolivia and that
the bank wlll make the acquislitions, paying for them
fully in foreign exchange or in Bolivian pesos at the
option of the seller.

It seems that the latter provielon 1s in conflliet
with the assurances given by the Bolivian Government
that when the gold arrives in Bolivia it will be turned
over to the Banco Merecantil, On May 8, 1940 the Banoco
Mercantil made a written offer to sell the gold to the
Banco Central against dollars in cash, However, elnce

the Banco Central does not have enough foreign exchange,

1t offered instead a dollar promissory note.
JENKINS
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THE WHITE Housgk
WASHINGTON

JUN 5 1941

70 THE SECRETARY OF THE TREASURY

The Director of the Bursan of the Budget has dis-
sed with me proposed supplemental est imates pre-
ted by the Civil Asronautics duthority for the pur-

ise of obtelning funds to establish weather reporting
ptions in the Atlantie,

o+ 1 have lnstructed the Director to advise the
dathority that their request has not been approved amd
that as long as emergency weasther reporting service

i required it will be furnishad as et present by Coast
cutters,

. . W1l you kindly see to it that arrangements are
#alds to have this service continued,




Juns 6, 1940

e )

Dear Mr. Hoovam

The Secrstary has turnsd over to me for acknowl sdgment
your letter of June Y4, 1040, furnishing information concerning
a transnction betwsan the ﬂ:m Consulate General in New Tork
and the Yomen's Forelgn Missionary Society of the Methodist
Epiecopal Church at Fhiladelphia.

Thie is certainly an interesting transaction and we shall
be pleased 1f you will adviee us of the complets nature of
it as socon am your inveatigation is complated.

We have heard nothing further about the $9,000,000
transaction, regarding which you advised the Sscratary some
ten days ago. TYou no doubt noticed that there was 34,000,000
in gold shipped to New York at the and of last wesk for acoount
of the Italian Oovernment. It ie just possidble that this may
ba part of that same transaction.

Sincearely yours,

(Signed) D. W, BELL

Under Secratary of the Treasury

Honorable J. Bdgar Hoover,

Dirsctor,

Faderal Bureau of Investigation,
United States Department of Justice,
Yashington, D. C.




Dear Mr. Hooveri

The Secrefary has turned over to me for acknowl edgment
your letter of Juns 4, 19%0, furnishing information concerning
a transaction between the Oerman Consulate Gensral in New Tork
and the Women's Forelgn Missionary Soclety of the Mathodist
Bpiscopal Church at Philadelphia.

This is certainly an interesting transaction and we shall
be pleaned if you will adviee us of ths complests natures of
it as moon am your investigation is completed.

We have heard nothing further about the $9,000,000
transaction, regarding which you advised the Secretary some
ten days ago. Tou no doudt noticed that thers was $1i,000,000
in gold shipped to New York at the end of last week for mccount
of the Italian OGovernment. It is Just possible that this may
bs part of that same transaction.

Sinceraly yours,

(Signed) D. W. EELL

Under Secretary of the Treamury

Honorable J. Edgar Hoover,
Direator,

Federal Bureaun of Investigation,
United States Department of Justioce,
Washington, D. C.




iy dear My, Hoower:

I take pleasure in seknowledging with
thanks the fellowing semmunieations whigh have
teen reosived from you quits recemtlyn

May 20 = E. 0. Atkins /\ (0P LA o

e

May 31 - Maritise Unions on the Li]:ﬂlh
seaboard

June 1 = Corrvespondsnts for the New York
Tises and the Bew York Fost
in Mexise

June 1”5 The family of King Leopold ef
Belgium

A

June 3 - Funds for the German Oonsulate |7
Gepernl in Hew York |

Tours sincerely,
(Sagned ) H. Morgeashau. /7.

ir. J. Bdgar Hoover, Divestor,
Faderal Bureau of Imvestigatiom,
lspartment of Justioe.




iy dear Wr. Hoower

I take pleasure in acknowledging with
thanks the following eomsunications whigh have
been recelwed from you quite recently:

¥ay 29 = K. C. Atkins

Way J1 = Maritime Unions on the Atlantie
seaboard

= Correspondente for the New York
Tines and the New York Post
in Merieo

= The famlly of King Leopold of
Belgium

= Funds for the German Consulate
Genernl in lew York

Yours sincerely,

“'"""—M.ﬁ.

Ur. J. Edgar Hoower, Director,
federal Bureau of Investlgaticon,
#oariment of Justiee.




iy dear Mr. Hoovem

I take pleasure ia scknovledging with
thanks the following semsumisations whieh have
teen regeived frem you quite recently

ﬁ,!‘l-l.ﬂ‘-l‘ﬂlﬂ

Moy 1 - Maritime Unions cm the Atlantis
seaboard

Juss 1 = Corvespendentis fer the New Terk
Tines and the Few Tork Post
in Mexiee

Just 1 = The family of King Lespold of
Belgimm

June 3 = Funds for the German Consulate
General im New Tork

Tours sisserely,
(Gagmed) H. Morgenihen, Jr.

r. J. Bigar Hoover, Diregter,
Tedaral Jurean of [nvestigatioa,
Department of Justies.




lﬂrnllurmnfimﬂigﬂh
mmwwfhﬂ:u
Washington, B. @.

May 29, 1940

The Honorable
The Secretary of the Treasury
Washington, D, C,

My dear Mr. Secretary:

I am transmitting herewith, as
of possible interest to you, a copy of a
memorandum dated May 28, 1940, containing
information with regard to apparent
sabotage efforts in the plant of the
E. C. Atkins Company, saw manufacturers,
402 South Illinois Street, Indianapolis,

Indiana,
Sincerely yours,




JOHN EDGAR HOOVER
DIRECTOR

Federal Bureau of Inuestination
Hnited States Department of Justice
Washington, D. ¢,

May 28, 1940

D

Information has been received from an offieial of the
2, C, itkins Company, saw manufasturers, 402 South 1llincis
treet, Indianapolis, Indiana, to the effect that large planers

penaive dies used in the plant, which resulted in considerable
injury to the dies,.

It is reported that the above company manufsctures
metal saws which are frequently supplied to the Army and the
Havy on contreet, although no Army or Mavy contracts are
possessed at the present time., The company alesc mamufastures
saws for use by the Allison Engineering Company of Indianapolis,
the latter company being engaged in manuf high—spesd
airplane motors for the United States Army Alr Corps. It is
reported that the E, C, /tidns Company also manufactures metal
cluteh plates, possessing a large contract with the Allison
Engineering Company for the manufasture of such plates,

The offisial mentioned has advised that a number of
-lﬂw nr t.id.m“f:q:w
thy are in the plant of the E, C. & '
t least six of these being suspected in connection with the
above apparent sabotage efforts,




JOHN EDGAR HOOWVER

DIRECTON

Federal Bureau of Inuvestination

Hnited States Department of Justice

Washinaton, D. @
May 31, 1940

The Honorable
The Secretary of the Treasury
Washington, D. C.

My dear Mr. Secretary;

As a matter of interest to you, the following in-
formation relative to possible planned interference with
shipping from East Coast ports of this country, has been
recelved by this Bureau,

A confidential informant has advised that the
Maritime Unions, which are members of the Congress of
Industrial Organizations on the Atlantic Seaboard, are
controlled by those members who are affiliated with the
Communist Party, and that in aprroximately two months they
plan on completely tying up all shipping from Atlantic
Coast ports, by a gigantic strike,

This information is alleged to have come from
entirely reliable persons within the organizations, who
stated that the action contemplated was instigated in
foreign lands for the purpose of embarrassing the Allies
as much as possible, It is expected to be a bitter and
bloody strike, well planned and executed. A meeting, the

-exact wherezbouts of which was unknown, was reported in

progress to further formulate the plans for this strike, on
the night of May 13, 1940.

I shall advise you immediately of any additional
information along these lines which comes to my attention,

Sincerely yours,

John Hoover
Director




JoMN EDGAR HOOVER

pRECTOR

Federal Bureau of Inuestigation
¥nited Btates Department of Justice

Washington, D, ¢.
May 3, 1940

PERSONAL AND
CONFIDENTIAL

The Honorable
The Secretary of Treasury
‘llm,n.ﬂ.h

My dear Mr. Seeretary:
hl-thrnrinmtdrﬂ,ﬁ.fmmum_

forsation relative to possible planned interference with
shipping from East Coast ports of this

Pu-ﬁr,udthtintmmrtnmﬁlhq

plan
on completely tying wp all shipping from Atlantie
Coast ports, by a glgantic strike,

This information is alleged to have come from
entirely reliable persons within the organisations, who
stated that the action ecntemplated was irstigated in
foreign lands for the purpose ¢f embarrassing the Allies
as ruch as possible. It is expected to be a bitter and
bloody strike, well plemned and executed. A meeting, the
exact wheresbouts of which was unknmewn, was reported in
progress to further formulate the plams for this strike, on

I shall advise you immediately of any additicmal
information along these lines which comes to my attemtiom,

Sincerely yours,

John Eigar Hoover
Mrector




JoWN EDGAR HOONER
pIRECTOR

ONAL 4
CONFIDENTIAL

The Honorable
The Secretary of the Treasury
Washington, D. C,

My dear Mr. Secretary:

I thought you would be interested
in knowing that the attitude qf the Merican
Government towards foreigners in Mexico is
becoming increasingly strict, I have been
informed by o thoroughly reliable source that
the Mexican GFovernment is considering at the
present time deporting correspondents for the
New York Timea and New York FPoat because of
recent articles which these correspondents
hove written about conditions in Werico.

With kind personal regards, I am,

Sincerely yours,

M e




Federal Burean of Tmestigation
Huited States Department of Justice
Washington, B. €.

June 1, 1940 PERSONAL AND
CONFIDENTIAL

'he Honcrahle
'ne Secretary of the Treasury
aglington, D. C.

r dear Ir. Secretary:

I thought that you would be interested in the infor-
mation contained in the following teletype message received
frec the New York, New Yerk, Field Division of this Bureau
relative to the reported moverent of the children of King
Leopold of Belgium to this country:

"Information received May 31, 1940, from a confidential
informant that the two children of the King of Felgium
are expected to leave Europe departing from Lishon,
fortugal, on the Clipper Airship for the United States
and that upon arrival in the United States they will
sty vith Ludwiz Wilhelm Bayern who according to

information which has been verified is the 'Duke of
Savaria.' Bayern is expected to obtain use of the
astate of Joseph E. Davies on Lang Island as residence
for the King's children. The confidential informant
has advised that she has on numerous cccasions over-
neard John de Eraganza and Duchess of Bavaria speaking
very violently in favor of Hitler, that Inke of
Bavaria is also apparently strongly oro-Hitler al-
though he has not been so expressive as forepoing
persons. Duke of Bavaria has been receiving mail from
abroad foar the past several months in ecare of John de
raganza although the Duke has a regular address at
the Hyde Park Hotel, New York City. John de Sraganza
is the son of Princess liguel de Braganza, former
anita Stewart, daughter of William Rhinelander Stewart.




The Secretary
of the Treasury

"The Princess is reputed to be one of the twelve
wealthiest women in the country. Information ameared
in the New York Daily News that there were unconfirmed

reports that the three echildren of Fing Leopold of
Belgium were aboard the Amorican Clipper due at 7:30
2.m. Mgy 31, 1940, from Liston. Efforts will be made
to determine the accuracy of these reports.”

In this connection, an article appeared in the
evening edition of the Washington Times—Herald newspaper of
Nay 31, 1940, wiich stated that the Pan American Plane on
which these children are reparted to be traveling was forced
to land at Bermmda because of had weather and will not arrive
at lLaduardia Field in New York City until about 3:;00 Dalls
today.

I shall, of course, advise you imediately of any
further developments in regard to this mtter.

Sincerely yours,

2 gore




American Forelgn Service, Hanod,
June 6, 1940,

Subject: Prohibition against the
Exportation of Trucks,
The Honorable
The Secretary of Gtate,
Washington.
Bir;

I have the honor to refer to my despatches nos. £8 and 91 of
May 17 and 22, 1940, in regard to the prokibition agalnst the
exportation of trucke from Indochina and reporting the subsequant
partial relaxing of the prohibitien. I have now to report that the
Government Genersl of Indochina has permitted a further 100 Chiness
government—owned trucks to leave the country. On the other hand,
it has been ascertained that all of the 234 boxes containing
trucks and parts have not been permitted to be transshipped te
Rangoon, as was reported in deepatch no. 91.

In explanation of this, it would sppear that there was some
misunderstanding as to what some of the 234 Dboxes contained. The
Sovernment General was under the impression, spparently as a
result of statements oy the Chinese, that the boxes contalned only

parts of trucks, the remaining parts of which had already been

transshipped to Rangoon. As & matter of fact, some of the 234 boxes
and motors which

(and other boxes at Haiphong) contained chassis
could be assembled at Haiphong. These the Government (eneral have




-
detained at Halphong, permitting only those boxes to be trans-
shipped which have been verified to contain only parts of trucks
anl accessories,

CONFIDENTIAL. I have ascertalned that the Government Gensral
has not been entirely impartial in the application of the prohibition
ond in ite administration. During the period when thers was a complete
prohibition against the Chinese forwarding trucks to China or to
fangoon and subsequently when only emall lots of trucks wars belng
authorized exportation, the Indochina~Tunnan Railway was (end 1is)
carrying from 2 to U Renault Diesel trucks daily.

If the Chinese-owned American trucks are prohibited exportationm,
because of the posslbility that they may be needed by the military,
there appears to be no reason why the Ohinsse-owned Fremch trucks
should mot likewlse be detalned in Indochina. However, as the
Secretary General of the Government General has stated that all
noselble comslderation will be given to the Chinese, I hope that the
apparent inequality of treatment between Chinese-owned American and
Chinese-owned French trucks will be soon done away with. In any
event, the most important exportation to China, gasoline and

petroleum products, is proceeding normally.

Respectfully yours,
For the Oonsul at Salgon,

Charles 5. Heed II,
American Consul.

In triplicats to the Department (By alr mail)
Copies to the Embassy, Chungking and Peiping
Copies to Consulates General, Hongkong and Shanghal
Capies to Consulates, Eunming and Salgon
B15. 1

tesr




TREASURY DEPARTMENT

INTER-OFFICE COMMUNICATION

DATE June 6, 1940

Pursuant to instructions from the Secretary via Lieute M
I got in touch with Mr. Currie to find out what it was tmtnﬁgtwa:iﬁi
He told me that he was perturbed over an article by Flynn, which ape
peared in this morning's Wall Street Journal. (A copy of the article
is appended.) The article, he claimed was quite misleading and he was
desirous of acquainting the Secretary with the facts of the case,

According to Currie, the facts were as follows:

l. Senator Lee called Jerome Frank and asked if he could discusa
his bill with him. Jerome Frank said it would have to be authorized
by the President. Frank then requested authorization from the President,
which was granted. Frank then suggested to Lee that the latter should
also consult Currie. Lee thereupon celled Currie and requested an
interview with Frank and Currie, This interview took place June 4.

2. In this conference Frank and Currie pointed out what they
considered to be various defects in the Lee proposal. At the conclu-
sion of the conference Lee sald that he was prepared to abandon his
proposal and asked if he might sponsor & bill that would be acceptable
to the Administration. Currie said that he would attempt to ascertain
the President's wishes in the matter. There were no commitments of any
cther kind made,

3. Currie reported the outcome of the conference to the President
and was authorized by the President to canvass the views of the
Treasury, Federal Reserve, and SEC, in order to ascertain whether
agreement might be reached on & plan which he could then consider,

4s Senator Lee, without waiting to hear from Currle, gave a story
to Alfred Flynn, which appeared in the Wall Street Journal June 6th.

. Currie immediately called the President's attention to the
ﬁtﬂr'r:'nm:l suggested to hd}z;ilr that he (Currie) be authorized to call Lee
and tell him that the President had decided to take no sction on war
finance at this time, and that he (Lee) should call Flynn and make it
clear that the conference was at his (Lee's) request to discues
his (Lee's) bill and that no commitments of any kind have been made.




Division of Monetary
Heaearch

6s The President approved of Currie's suggestion,

Unless I hear from you to the contrary, I will presume that
nothing further is to be done on the matter,




'ncome Draft for War Loans

New Dealers Preparing Bill to Conscript
Percentage of Earnings for Use in Emergency |

By ALFRED P. FLYNN

L4
(it comes up in Congress, Benator Les (Dem. |
Etaff Correspondent of The Wall Etreel Jourmal i

| Okla.}) and other interested senntors said yes-

WASHINGTON—New legialation for the)
rafting of a percentage of Individual incomes|
ver $1.000 as forced government loans In time |

war s being written by key New Deal ad-
gra.

[This proposed legislation has nothing
to do with the tax program now being con- |
sidered by Congress. Story on Page 3.]
The _-ug:ulla.l;lun will e offered in Lthe En.'n&'l!:
& substitute for the pending Lee bill which |
ovides for forced loana te the “government |
wed upon the relative wealth of individuals |
The Lee bill has been approved by the mili- |
ry affairs committes and ia now pending be-

fore the Senate for consideration.

Thers has been some talk of pushing a
freced loan bill through Congreas before Rd=
sournment.  Proponents feel, however, Lhat such
. measure may awalt the next regular seasion

ith complete safety.

It was disclosed yesterday that Securities
nd Exchange Chalrman Jeroms Frank and
auchlin Currie, special assistant to President
aosevelt on economic problema, Are wWorking
o the new measure

While there appears little doubti that the
sw bill will bave Administration backing when |

Income Draft Bill

First

Condinued  [from

terday they had no official confirmation of this
fram the President.

Administration oMeials, including Secretary
Morgenthau, and Army and Navy officlals ap-

i posed the enactment of the Lee Bill in lts pres-
I’[‘ﬂl form largely becAuss It was too indefinite

in ita terma relaling to the basis for the forcec
loans. It was explained by Secretary Mnorgen-
thau that inasmuch aa the term “wealth” which
is used na the basis for the drafting of money
under the Lee bill, is subject to m numoer of
definitions, the legisiation would be difficult to
administer without some indication of the in-
tent of Congress as to the thinga or objects
clazsified as “wealth”

This same objection was raized by Chair-
man Frank and Mr. Currie in several recent
conferences with Senator Les on the legisla-
tion. Therefore, the New Deal officials pro-
posed to Senator Lee Lhat Lhey be permitted
ta write a substitute which will ke based on the
“income” of individuals rather than “'wealin 3

Such a change, the officials told the Senator,
would have a two-fold purpose:

1. It would be easier to administer
2. By forcing a loan on part of the in-
Please furn to page J, column I

Page———

come of individuals the government would
be in a position 1o hold prices nearer nor-
mal and prevent a wartime inflation boom

Senator Lee declared that he waa o

plete accord with the proposal of the New  plaie the writing of the new bill so that it may

oomde - e 2 3

Diealers and was prepared to offer their Ao | bg offered at this seasion

ished product ms a substitute for his bill which |

The present Lee bill provides that the net

would draft wealth. However, according 10| gealth of every citizen of the United States ang
the Senator, a bill to draft money for Anancing | every alien residing in the U. 8. shall be subject
war by the United States, based on [ncome of | to the borrowing power of the U. 5. on a basis
individuals would not raise as much as hls pro- 'rlngmg from 5% of wealth in excess of $1.000
posal to tap the total wealth of individuals. |u.nd not in excess of 310,000, to 737 of the
Therefore, he la prepared to offer the New |wealth of Individuals in excess of $100,000,000.
Deal measurs as o first step, believing that it|On §100.000.000 of wealth held by an individual |
later will be necessary o extend its terms to|the Tressury could force & loan of $64.456.850
cover savings and other forms of wealth, | In return for funds borrowed under the bill
Draft To Be Ready This Sesslon the Treasury would issue 50-year bonds bearing
Senator Lee said that Chairman Frank and |interest rate of not more than one per cenl. per

Mr, Currle have told him that they will com- Annum,




Philip
Young:

H.M.JIr:

e

H. M. Jr:

HM. !
Mra. Klotz:

H M. Ip:

ﬂuna 6, 1olko
130

P.Mm.

Hello,

Hello,

All right.

Is Mre. Elotz there?

Yes, she 12 here.

Well, put her on, then you can listen.

S8he's on.
Mre. Klotz.
Yes, 8ir.

=} o I talked to Admiral Stark myself
because I didn't want to let it go and the
ordere went out late last night for these
50 ships and they're sll in the alr today
proceeding to Buffalo.

Good.
Hello.
Yes.

Now, they find that the name of the United
States Navy 18 on some of the stuff and they
may take some of the stuff off., Now, I
don't know whether the Allied Purchasing
Mission has got anybody in Buffalo, but the
planes will certainly begin to plle in there
today. What is Purvie doing about having
people there to begin to fly them to Halifax?

I Bee.

1 mean, Stark has done a magnificent Job. Those
nrdnra'v!nt out last night and the stuff ie !
rolling into Buffalo today.




Well, ......

I'm Just -- thise is for Phil.

Yes, sir.

S0 you get busy and tell him that he ought
to have peonle there the very first thing
tomorrow morning to take eare of hie end.

Right. They'll be there.

And, amleo, to see what eculrment they take
off and what's missing., He talked about
taking certaln stuff off and getting 1t
renplaced from the Army or the manufacturer,
and he'd better have some capable neonle up
there -- i1f he has mny such neonle.

Yes, sir.

And -- now, the other thing I asked him

about -- these machine guns, Thompsons. TIt's
Just as I thought, what they're worring about
is the money golngz into the general fund, and

I ssked him whether he wouldn't give that a
look himself, and I want a memorandum not later
than 10:00 o'elock tomerrow morning to give the
President on these Thomnsons gune and 1f it'e
thie -- how 1t can be done. Bee? Yello.

Yes, air.

How 1t can be done, and 17 1t's jJust a questlon
that they lose the money, let the Preslident
decide the so-called losing 1t by golng into
the general fund, let him Bay yea or no.

Well, I just finished talking with Ed and he
says 1t cannot be done excent under the new
leglelation.

-

turn
Well, why can't they/them into the Army?

Because they are new gune and the Army under
that Statute can only get rid of the guns
which were in 1ts possesslion back in 1919 --

the World ¥War stuff.




Oh.,
These are brand-new guns.

But 1f the Navy said they're surplue, I under-
etood they were not brend-new guns.

Yes, but I understend they are, Maybe I'm
mietaken. TI'11l eheck on it apain,

I thought they were not.

The Thompeon guns are new. The other guns
which the Navy offered are old.

HM.Ir: Well, what about those?

We ean get thoee. Well, there's some difficulty
but we can get them, I think, sll right.

Well, let's move on those.
Right.

And I -- but the onea the Presildent is
particularly interested in are Thompsons.

Right.
Bee?

And we have to walt for the new legislation
on those.

And you're not golng to forget about the 2,000
Jacobe engines.

Ko, sir.
But, I just wanted to let you know that tho?u
planes are arriving in Buffalo today and 1t's

up to Arthur Purvis to have neople there to
£1y them to Halifax. We've done our Job.

Right.

|
1
;
|
|
l
a
|

et ——,




g 0, i

And you take care of Purvis tonight, please.

Yes, eir. I oertainly shall,

That'e all, I want to make a record of this --
if Mrs, Klotz will go back to her office, I
would like to talk to her, please.

Right.

Eﬁﬂﬂ- I'.li glt -

Good-night.




Q.:LH ie the pic(}re of the 50 dive bombers ()

that are goingz to the Allles.







TREASURY DEPARTMENT
WASHINGTOM

OFFICE OF
FMEESSIONER OF INTERNAL REVENLUE
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REPORT FOR SECRETARY MORGENTHAU:

In regard to olosing agreements under the Vinsoo-Trammell
Aot, the developments during the week were as follows:

Consclidated Alreraft Corporation:

The contractor filed a letter requesting a certain revision
of the existing closing agreement and a further agreement in regard
to additional facilities.




REPORT POR EECRETARY MORGRWTNAU)

In regard %o slesing agreemewhs wndsr the Vinsen-Tremmell
Agt, the develepments during the wesk were as Collews:

Cangulidated Adrerufy Corparsiionm:

The comtraster flled a lether requesting & sertaia revisiem
o fesilivies, i b s
o




FEDERAL RESERVE BANK " 281
OF NEW YORX 81

AFFICE CORRESPONDENCE
( conrromeras yrims

Date__June 7, 1840,
Ll Sussecr.  TELEPHONE CONVERSATION WITH
L. "‘ hﬂk_.'_ |

- — BANK OF CAMADA,

Mr, Turk called at 10330 o'clock this morning, Heree
tofore, he said, the Canadisn control had done its frame business
via New York, that is, if francs were needed by the market the
Canadian mtmfu hzwhﬂidtd Btates dollars and permitted the
purchase of frames with these dollars in the New York market,

Begimning today the Canadisn control would deal im
French francs and quote the official rate of 250 %/4 bid and
253 1/4 offered. These official rates for the franc are based
on thelr official rate of 448 for the dollar and the official
cross rate between London and Paris of 178 §/8. Nr, Gordon
would probably write us but Nr, Turk wanted us to knmow about
this procedure without delay.




GRAY
Milan
Dated June 7, 1940

Reo'd 1:16 p. m,

Secretary of State,

Washington,

59, June 7, 6 p, M.

Today's market index 221,80, Volume (#),

Practically all prices increased in moderate
trading possibly influenced by improved quotations
of British and French currency.

(#) apparent omission

HPD




CORRECTED COPY
e ——————.
GRAY

Mllan
Dated June 7, 1940
Rec'd 1:16 p.m.

Secretary of State

Washington

59, June 7, € p.m,
Today's market index 221.80. Volume 76000.

Practically all prices incrcased in moderate

trading poosibly influenced by improved gquotations

of British and French curreney.

SCHYARE




ITALIAN STOCK PRICES
(Milan)

Daily#®
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BUREAU OF FOREIGH AND DOMESTIC EWEH.EE
OFFICE OF THE DIRECTOR

June T, 1940

Hon. Henry Morgenthau, Jr.,
Sacretary of the Treasury.

Sent at the request of

Mr. Noble, Under Secretary of
Commerce.

ima W. !omg{q

Director.




GENEFAL BUSINESE ACTIVITY exhibited no cleer dafined trend in -
mmmunnrmwmﬂmmhmma_m;
lup-uhthdm:ﬂcmhmlhn.umrm-n

with signs of improvement in particulsar aress, But
the net ﬂmdmuw'-whm1mtw.m

INDUSTRIAL PEODUCTION gawe the clesrest indicatlon of » businees up-
turn with the Reserve Board's index rising from 102 in Anril to
105 (preliminsry) in May, At the end of the month it was uwp te
108, Even here the remction to intensified warfere was not con-
sistent. The sdvanee in lMay was limited largely to stesl sutput
which incressed sharply from 60 to 77 percent of capecity during
the month. While lumber production incressed contrasessonally
and paper tnd pulp made s little further sdvance after April's
lerge rise, automobile production 'md probebly the importsnt cot—
ton textlle industry were down. Hesvy industries—shipbuilding,
sireraft, mschinery, machine tools, =nd reilrosd equipsent—probe-
bly held firm. Only eign that prodection advance mey have & brosder
base was the rise in carloadings.

EXAMPLES

Industrial Steel Ingot Automobile Carlowdings

(1923-.5=100) Eﬁ Capecity) Eﬂwﬂs:ndll (Thousends)
101 645

£040
6l.8 99 666
65.8 98 681
0.0 %9 679
25 T3.0 97 687
Jume 1 6.9 61 635 (E)

SICKIFICANCE: lise in Posrd's index (heavily weighted by steel)
not cherscteristic of business developments. Emphesis belongs
not enly on the rise in steel activity, but slso om the fact
that nesrly ewerything else, including the importent moter and
textile industries, held steady or declined. W¥e feel the monthly
index of income paymente which declined subst:ntislly in April,
continued to fall in May.

BUSINESE PURCHASING was not stepped up on a troed scale during Hey,
sccording to the limited information now avall:ble. GSteel orders
undoubtedly incressed markedly, in part because of & rise in ex-
port demand following the loss of North Europesn sources to the
Alliss. In April new orders for ell manufacturing rose apjroxi-
sstely 7 perosnt and just ebout equaled the volume of shipments
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POALGH TRADE HOTES

Italy: The econosde situation in Italy is revealed by Lhe followlng 1tema;

mnhurmthnwpmdbihddurimuwuu'
I Lhe weak., Thare
ulmitrﬂmwu,mm:quqmpﬂm.

nlrinnrthtdnpmdumor]twmmm.n

cellulose, it 1s Lelleved thal the Italian pmdnﬂﬁm?ﬂ:.;::d“
Lextile fibers will have to be cut down by approxizately B0 to 50
perceni, This would not enly affeet the domestic situation, but alse
Lne trade balance, since the exportatlon of rayon yarn and t:ml.ill-l
constitutes a conslderable favoravle ites in the Italian trade,

mmﬂtmtmlxhaltwh:hmhrm-priuu:gmuuh
Venlee. The original price of j27.59 per ton, CIF Venlee, 1s lncreased
by various Laxes to {285.75, or a little over 1. cents a piat.

United Kingdom: On aceount of the Lhreatened disrupticns of feod su;plies,
the country has been divided into 17 divis.cnal and 500 local seli-
contained food areas, w ich are expected to suprort Lhemselves for
several weeks frou local central depots, It is expecied thai an effort
will scon e made Lo obtaln froa the United States certalr food supplies
valuable under emergency conditlens, such as processed nilk, cleess,
lard, and ecertal:n canned poods.

spalnt The food sltuation in Spain ls vecoming very serious, particularly
as royurds such staples os Lread, sugar, and oil. A ratlon of 250
frass of bread per person per day was estsblished a out Lareh 15, and
has since Lesan cut in half. The snortage of grain has been explained
a8 a result of eivil war destruction, involving Lhe loss of maghinery
and anloals, a searcity of seed, and the inability of the farmers to
work under war conditions., Gille & oertaln asount of rationing was
expecled after the cessation of hostilitles, it is rather sl ni.lcani
that the situation has Leccas worse more Lhan a year after ihe war,

Sermanyt A shortage of beer und cigareiies is reported. The sore expensive
elpgarettes disa peared from Lhe market some tloe ago, and now o grow-
in; shortage has developed in ihe cheaper jrades, retallers selling
only one pagkage of 5 or lU cigaroites to a customer at & Lime. Leng
Gueus are observed in front of Locsee stores, IL 1s understoed that
the army is requisitioning a lirge share of the cljurette ocutput for
its own use., The siortsge of beer ls attri.uled to the desire lo
save barley.

Chiler Cerman firms representin fmerican tire and asutouoblle manufasturers
have withdrasn their sdvertlising from u well known Lnglish language
weekly as well as from a Chilean dally with rro-ally tandencles,

: of Foredgn and Domestie Commerce,
e Jj LM-
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COMPOSITE FRICES OF PIG IRON, STEEL SCRAP, AND FIMISHED STEEL
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1/ Based upon average for basic ircom at Velley furnace and foundry
iron at Chisago, Philsdelphis, Buffalo, Valley and Southerm irem
at Cincinmatd.

2/ Based upon Bo. 1 heavy melting steel quotations at Pittsburgh,
s and Chieago.

Based upon steel bars, beams, tank plates, wire, rails, black pipe,
ynh-hmm'm.' These products represent 85 percemt
of the United States ocutput.
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TREASURY DEPARTMENT

INTER OFFICE COMMUMNICATION

eare  JlIN i ..fgu

re Secretary Morgenthsm
rnom Mr. Foley

In accordance with the request contained in Mr, Thompson's
memorandum of December 26, 1939, there is attached & summary report of
studies or projects carried om in the Office of the Gemeral Counsal for
the month of May, 1940.
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SUMMARY FEPORT ON STUDIES OR PROJECTS IN
THE OFFICE OF THE GENERAL COUNSEL -

MAY 1940

The following matters received attention in the Office of the Chief

Counsal for the Puresu of Internal Revenuai

1. Income Tex - French Convention. In cooperation with Deputy

Commissioner King and the Staff of the Joint Committes on Internal
Revenue Texatlon, there has been prepared for the informetion of the
Foreign Heletions Committee of the Senate & memorandum explaining the
provisions of the proposed United Stetes—Frence tex convention.

2. Income Tax — Bed Debt Deduction by Banks Upon Complete Worthless—
ness Regerdless of Previous Partial Charge-0ff. Study has been given

to a propoesl to amend the regulations so es to allow to banks & deduc-
tion with respect to bed debts for the yeer in which the total worth-
leseness of the items is ascertasined and a finel charge—off iz made,
regardless of partial charge-offs mede in prior years at the directiom
of Federsl or State benking authorities, and not previously deducted
for gross income.

3. Income Tex - Proposal to Amend Merchent Marine Act of 1936 so as
to Provide for the Nonrecognition of Certain Income by Reason of the

Meintenance of a Construction Reserve Fund. There has been under
consideration the proposed smendment of the "Merchsnt Marine Act of

1936" (Title V, Sec. 511), which would have the following operative

effeacts:

(e) To render nonrecognizable gains reflected in the sale,
or the recelpt of indemmity with respect to the loss
of a vessel to the extent that the proceeds so realized
are deposited in a construction reserve fund;
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(b) To provide a gain or loss and depreclation besis with
respect to the new vessel acquired by application of
such reserve fund reduced by the gain mot recognized;

(c) To exempt from the excess-profits tax and Sec. 102 tax
guch operating profite of the owner of the vessel as are
deposited in the construction reserve fund; and
To subject to taxation at a later date, and as of the year
in which the income accrued, such income reflected im such
deposite to the extent that such deposits are not, withim
gix yeers from the date of the deposit, applied in the fi-
nancing of new construction or in the mcquisition of new
vessels.

The amendment would be made applicable with respect to taxable
yearse beginning after December 31, 1939. The Department has con—
ferred with the Maritime Commission and there has been prepared and
submitted an unfavorable report to the Bureau of the Budget. The
Depertment has also beem cooperating with the attorneys of the Mari-
time Commission and with Mr. Beemsn in comnection with poseible
technical amendments of the proposed emactment.

4. Income and Other Taxes - Intermational Aircraft Operations. Im
cooperation with State Department end the Civil Aercnautics Authority
representatives, there has been prepared a draft of memorandum to be
addressed to the Secretery Gemeral of the League of Netions with
respect to the favorable attitude of this Government toward reciprocal
axemption of income taxes, excise texes and custom duties arising in
comnection with international aircraft operatioms.

5a come - Pro gl £ Public

1939. Consideration has been given %o proposals to amend section 205

of the Act so as to extend the exemption from taxation to State officers
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end employees pald directly or indirectly by the United States.

The first proposal in this respect, that advanced by Semstor Wiley
in comnection with H. J. Res. 407, was covered by a Treasury report
dated March 29, 1940, and was ultimetely rejected in the Semate.
There are now pending in Congress three separate bille advancing
gimilar proposals:

S. 3945, which sulmits to the Senate precisely the same Propo—
sltion advanced by Senator Wiley. A report om this bill wes for—
warded and signed by Acting Secretary om May 20, 1940.

S. 3787 and H. R. 8985, which would limit the application of the
provielon of sectlon 205 to compemsation paid to officers or enlisted
men of the Netiomal Guard or Naval Militia of a state, and officers
or employees of a university, college, or sgricultursl school. Re—
ports on both of these bills have been forwarded for approval.

6. come Tex — f Indebtedness - tation on
tion of Basis. In cooperation with the Legislative Counsel of the
House end representatives of the Securities and Exchenge Commissiom,
the Department has given consideration to the preparation of a draft
of amendment of the Bankruptey Act pursuant to which the reductiom of
basis resulting from a discharge of indebtedness in bankruptcy pro—

ceedings would be limited by reference to the fair market value of the

assets affected.
T
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revision of the Vinson-Trammell Act. The bill provides for the
exemption of all contracts not in excess of $25 »000 in lieu of the
former provision of §10,000 exemption. The bill also contains pro-
visions to render final certain determinations of the Secretary of
the Navy with respect to the necessity and cost of special additional
fecilities and equipment and the proportionment of such costs to
particular contracts. Consideration 1s being given by the Treasury
Department to suggesting a limitation upon allowable profit in conm-
nectlon with navel and army construction by reference to the propor-
tionate percentage of cost as well as a proportionate percentage of
the contract price as under the present law.

8. Processing Tax - Jurisilction of the Bosrd of Review end Courts

in Certelin Refund Cases. There was prepared and submitted to the
Legisletive Counsel & recommendation for the enactment of such statu-
tory revislons as would extend the jurisdiction of the Boerd of Re-
view, and divest the Court of Claims and the District Courts of jurls-
diction of suits for refumd, irrespective of when brought, with re-
spect to amounts paid as floor stocks tax, compensating tax, and cus-
tom processing tax under the Agricultural Adjustment Act, except such
as will have been finelly adjudicated or on which a trial on the
merits will have been commenced prior to the emactment of the revislom.

9. Social Security - To Exclude Certain Coverage. Conaideration was

given in the Buresn to a draft of legislation proposed by the Railroad

Retirement Board pursuant to which there would be axcluded from coverage
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under the Rallroad Retirement Acte of 1935 and 1937, the Railroad
Unemployment Insurance Act, the Carriers Taxing Aet of 1937, end
Subchapter B of Chapter 9 of the Internal Reverme Code, retroactively
and prospectively, certain coal mining operatioms. 4 Ireasury report
on the draft was forwarded by Acting Secretary Sullivan onm May 1.

The Treasury expressed no opinion on the question of the policy of
the proposed enactment. This feature was developed, however, in a
report forwarded to the Bureau of the Budget by the Socisl Security
Board. Several objections were advanced.

A redraft of the proposed enactment has been prepered in coopera-
tion with the representatives of the Federal Securities Agency and the
Legislative Counsel for the Senate.

10. Stamp Tax - Exemption of Home Owners Loen Corporation Tramsac-
tions. BStudy is being glven to the question of the possible exemp-

tione of the H. 0. L. C. from the stamp tax on conveyances to or from
the corporation in commectlion with foreclosurs proceedings, or in con-
nection with voluntary edjustments im 1lieu of foreclosure.

11. Miscellaneous Tax — On Dissemination of Recing Information. Con-
sideration is being given to & proposed expansion of the Internal
Revenue Cods pursusnt to which a tax would be imposed with respect

to the dissemination of racing informatiom.
A11 of the above matters were handled under the supervisiom

of G. E. Adams, Head, Legislation and Regulations Divlisiom.
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The following matters were worked on in the Mint and
Monetary Sectlon undsr the direction of Mr. Bernstein:
12. Foreign Exchange Control. This office drafted an amendment to
the Executive Order and Regulations extending the provisions thereof
to property of the Netherlands, Belgium, Luxembourg and natiomals
thersof, and prepared the mumerous instructions to Govermment offi-
cers accompanying such Order and Regulations. Subsequent to the
issuance of the amended Order =nd Regulations, a mumber of general
licenses wera prepared and lsesued. A considerable amount of work was
done in anewering inquirles concerning the Order end Regulations, amd
in answering various questions of interpretation of such Order and
Regulations raised by the Federal Reserve benks and individuals. The
of fice also participated in passing on applicatiome for licenses under
the Order and Regulations. The office worked on an appropriation bill
to provide funde for the execution of the Executive Order and Regula-
tions, and attended hearings with respect to this bill at Budget.
The entire staff worked on the Order, Regulatlons, general licenses,
inquiries, etc. Messrs. Pehle and Rupert worked on applicatioms for
licenses. Mr. Bernstein attended various conferences with representa-
tives of other departments in connection with prohlems relating to

the control of foreign funds in this country.
13. en g Gold . Mr. Bernstein worked with

Mesars. Gaston and Wnite in prepsration of the Secretary's speech om

gold, which he delivered on May 3, 1340.
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1. MM;. A brief prepared by this office on behalf
ufthnﬂﬂﬂmm‘hintwgnldmingmuhmﬂmturﬂhm
was filed by the Department of Justice. These cases involve claims
for additional compensation for newly mined gold which was delivered
in 1933 and paild for at the rata of $20.67 per fine ounce.
Friedmen worked on these cases,
15. Pershing Hall Case. A proposed answer to be filed on behalf
of the Secretary in the sult which has been brought sealking to recover
elleged expenditures made by certain parsons in comnection with
Pershing Hall, was prepared and transmitted to the United States At-
torney. Mr. Mamn worked on this case.

The following matter received attention in Mr. Tietjema'
sactions
16. oation of tive Orders No. 8 and No, da
April 10 and May 10, respectively. Messrs. Easby and Halvestine have
been working im cooperation with the Monetary and Exchange Section in
connection with the Executive Order of the President of Mey 10, which
extended the scope of the Executive Order of April 10 to "nationals®
of the Netherlands, Belgium, and Luxembourg (referred to im item 12).
All heads of Departments, agencies, and instrumemtalities of the United
States have been contacted and requested to prepare schedules of all
credits or payments which are being held in this country for "mationals"

of the above countries and also Norway and Demmark. All checks which




are being held in the Office of the Chief Disbursing Officer will
be listed and from these an effort will be made to fix the cash, or
capitalization value, of all ingursnce policies, compensation bene—
fits, pensions, or retirement payments, which these monthly checks
rapresent.

The following matters received attention under the general
supervision of Assistant Gemersl Counsel Cairns:
17. Currency and Bearer Securities as Records. An opinion was pre—
pared by Miss Goode on the question whether currency and bearer securi-
ties, including coupons, are "records" within the terms of the Act of
Mugust 5, 1939, and if so, whether blanket authorization for their
destruction can be obtained from the Archivist. The opinion concludes
that the Act does not apply to currency end bearer securities, includ-
ing coupons. There was no need, therefore, to answer the question con-
cerning blanket authorizatiom for destruction.

13. [Effect Upon Treasurer's Liability of Compromise of Forged Check

Claims. In an opinion prepared by Messrs. Wolf and Folkerth, there

—_—

wes coneidered the effect upon the 1iability of the Treasurer growing

out of his paying a check in good faith and without negligence and the
United States compromises its claim ageinst the person who has pre-
sented and received payment of a check bearing a forged endorsement.

The opinion concludes that although the question is not free from

doubt, the effect of a compromise under such circumstences would be to




first instance for the erromsocus Peyment,
19, for Ha Var £
Oifice. The question comsidered was whether J. S. Lairy, Genersl Counsel
for the trust (receivership of the First National Benk of Logmnsport,
Indiana) wmﬁimuhumugmrﬂmm-allhﬂuaﬂndidnh
for a political office in a state election. This opinion, prepared
by Mr. Gilmorse, concludes that inasmuch as Mr. Lairy is an indepen-
dent contractor, paid on a fee basis, he 18 not barred from contima-
ing to render legal services for the receiver.
20. Pro Notice to Receivers of Insaly t National

tical Activities of Recelvers and The 88, As distinguished
from the preceding opinion, this opinion, prepered by Mr. Plumb, ex-
presses the conclusion that such receivers and their employess are
officers and employees in the Executive Branch of the Federal Govern-
ment for purposes of the Hateh Act.
A. ca of Taxs £ es to as
by Great Britain. Mr. Zarky made a special study of this question snd
prepared a memorandum tentatively concluding that internatiomal law
forbids the levying of a tax on transactiom of Governmental functicms

by a foreign sovereignty if the tax or its direct burden falls on that

sovereignty.
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22. A cation of Civil Service Act 8 Pai
Stebiliszation Fund. An opinion prepared by Messrs. Gilmore and
Flumb expresses the conclusion that such employees are, by reasem
of covering-in Executive Order No. 7916, subject to the Civil Ser-
vice Act and Fules, with the exception of such employees covered by
the postponement order (No. 23044).

23. Accountsbility of Certifying Officers. The quastion dealt
with in this opinion, which was prepared by Mr. Morton, was the au-
thority of the Secretary of the Treasury to enforce accountability
of certifying officers under the provisions of Executive Order No.
6166 of June 10, 1933. The opinlon concluies that the cartifying
officer is at least as liable to the United States for the full
amount as the disbursing officer, and the certifying officer should
be notified of his liability for the amount involved. The opiniom
advises, however, that no further action should be taken at this time,

Hequire Senate Confirmstion, An opinion prepared by Messrs. Gilmore

and Feidler dealt with the question whether the Ramspeck Bill will eu-
thorize the President to cover into the clessified clvil service
offices appointments to which are now subject to confirmation by the
Senate, and whether the bill will remove the requirement of such com-
firmation. The conclusion was expressed that such offices may be
covered into the classified civil service, but that appointees will

not enjoy benefits of temure; and that the bill does not remove the

requirement of Semate confirmation.
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25. Iax-free Transfer of Harvested Hemp Fiber. Mr, Tennyson,
Chief Counsel, Narcotlcs, is making & study of the clrommstances
under which harvested heup fiber may be transferred tax free from
the hemp farmer to the decorticating mill.

tion of Po s for 8 on of
lr. Mitchell of the Narcotlcs Legal Section worked on a plan to im-
port a supply of poppy heads to emable the importing mamufacturers
to test e method for the direct extraction of morphine. The plan has
been discarded for the time being as unsettled conditions in Burope
make it impossible to obtain poppy heeds from abroad.
27. Proposed Amendments to the Federsl Nercotic Laws. Mr. Lubore
of the Narcotice Legal Sectlon is preparing an extensive analysis of
the situation with a view to demomstrating the necesslty of establish-
ing a specilal tax classification for hospltals. ©See previcus report,
item Neo. 41.
28. Countervalling Duties. As & result of the study of the Turiish
forelgn exchange practices, previously reported upom, it was concluded
that a decision as to the applicability of coumtervailing duties to im-
ports of Turkdish products should be deferred until further information
wes obtained. Accordingly, Mr. Everett Smith, of the Customs Legal

Section, prepared and placed in the channels of review a letter to the

Department of State requesting certain specific information belleved

to be relevant in this connection.
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29. rm Inter—Americean Customs Proc es and N cla

At the request of an Inter-Departmental Committee, of which Mr.
Gaston is the Chalrman, Mr. Everett Smith, together with Dr. Henry
Chelmers of the Commerce Department, prepared for the signature of
the Secretary of State a draft of a letter embodying the views of
the United States regarding uniform Inter—American customs proce-
dures and nomemclature. Such letter encloged a draft of & memoran-
dum entitled "Recommendations of the Pan fmerican Commercial Confar-
ence Held at Buenos Adres in 1935 with Respect to Customs Procedurs,
Coneidered in the Light of the Laws and Practices of the Tnited
Stetes". Both drafts were considered by the Inter-Departmental Com-
mittee and, with seversl amendments, approved. They were also ap-
proved by Mr. Basil Harris and Mr. W. R. Johnson.

30. Anthority of the Treasury Department Over Protests After the
Expiration of 90 Days from Date of Filing. Mr. Dwan, Chief Counsel,

Customs, made a careful study of this subject and concluded that the

Treasury Department does not lose all authority over such protests

to tha Customs Court by the expiration of the statutory 90-day period,
but retains sufficient authority to take mction terminating the com—
troversy with the importer. This conclusion was embodied in a letter
to the Collector of Customs &t Chicago, Illinols, prepared by Mr. Dwan,
and signed by Acting Secretary Gaston on May 22, 1940.

31. [Residence for Customs Purposes. Messrs. Flymn and Chambers of

the Customs legal staff, made a careful study of the claim of an entrant
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to the right to bring in free of duty as & non-resident purchases
made in a forelgn country. The entrant had one home in Califernis

and another under comstruction in Bermuda, the latter being consid-

ered by her as the domicile. As & result of the etudy, thie office
concluded that the residence for customs purposes was Bermuda.
32. FPower of Attorney. An exhaustive study was made by Messrs.
Flynn and Chambers of legel authorities and & memorsndum was pre—
pared in support of the customs regulation requiring the submissiom
of a power of attorney by an agent filing a protest to the collec-
tor's declsion. This study was made as an ald to the Assistant At—
torney General in cherge of customs matters in the brief to be filed
by him in & case now pending in the Customs Court.

The following project was worked on by Mrs. Campiee under
the supervision of Mr. Cox:
33. Installation of a Punch Card System for Keeping Chronological
Recorde of Bmployment Stetus, Bducetional Background, snd Experience
of Legal Personnel. The data have been gethered and coded. The cards
are being punched and will be ready for tebulation as soom as the punch-

ing is completed.
Mr. 0'Connell, the Treasury representative on the Temporery

National Foonomic Committee, has submitted the following report om his

projects
34. Monopoly Study. Mesers. 0'Comnell and Kades are-continuing thelr

work on this previously reported project.
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The followlng matters recelved attention in the Legielative
Section under the direction of Mr. Bernard:

35. PBills Relative to the Harrison Nercotie Acta

(a) to relieve the hospitals from dou e taxation
(for description see original Teport, item 9). This bill, pre-
pared by Mise McDuff, has been returned from Budget with e request
for a further expression of our views in the light of the commante
of the Federal Security Administrator, end 1s still being consid-

ered by the Buresu of Nercotics.

(b) Bill to withdraw registration under the Harrison Act
from persons vicleting state or Federal mercotic laws (for descrip-

tion see report for January, item 41). The proposed bill, with a
memorendum summarizing its background and legal aspects end request—
ing & policy decision as to whether or mot the Depertment should
spomsor it, is still in the hends of Mr. Gastom.

36. Fidelity Bond Bill (formerly idemntified as "Bond Survey")

(for further description see original report, item 10). A draft of
our proposed Fldelity Bond Bill and letter of transmittal to Con—
gress were sent to Budget on March 30, 1940. Because of the wide
interest im this bi11, coples of it end the letter of transmittal
were disceminated among the verlous interested agencles, ebout ten
in e11. Repliee from some of these agencies have been transmitted

to us by Pudget, for our consideration, but not &1l the replies
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have been received yet end Budget has, therefore, not yet
cleared our bill.

In addition to a comsidersble amount of research work,
which has been completed, to gupport this bill, we are making an
investigetion of the laws and fects concerning the situatiom
which was referred to by Mr. Henxry Deene, representstive of the
Americen Surety Company snd the New York Casualty Compeny, as
the disastrous experience of the State of Nebraska with a State
fidelity bond gusranty fimd in the 20's, =o that we may be armed
for any attack on this besis mgainst our own bill.
37. Assignment of Claims Agsinst the United States (for descrip-
tion see ordginal report, item 11). Drafts of the bill and let—
ters of transmittal to Congress have been completed. They have
been cleared by most of the appropriste administrative officers.
We are now considering & poseible amendment to this bill to make
it include claims against the funds held by the United States in
& trust capacity (such as under the various claims commissiomns

statutes). Some courts have held thet these funds are not withim

the scope of the genersl assignment of claime statute (R.8. 3477).

38. Complletion of Money Statutes (for description see originel

report, item 12), Mise McDuff is continuing the work on this ma-

teriel.

39. Compilstion in Annotated Form of Laws end Fegulations Af-
fect t Pers (for description see originel report,
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item 13). The Legislative Section ie contimuing thie project
under Mr. Bernard's gemeral superviesion.

40. Codification of Federal Regulations (for deseription see
original report, item 16). The Treasury phases of this work are
being handled by Mr. Spingarm.

41. Codification of Anti-counterfeliting end Related Lawg (for
description see originel report, item 7). Mr. Koken is continuing
his work on this matter.

42. Coest Guard Omnibus Bill (for description see report for Jan-
uary, item 40). This matter has been completed end the bill is now
before the President for approval.

43. Federsl Depositary System (for description see original report,
item 6). A dreft of this bill, prepared by Mr. Reeves and approved
by the Division of Accoumts snd Deposite, 1s being revised to make
certain minor clarifying changes end to meet certain objecticns
redsed by the Office of the Comptroller of the Currency. While it
is enticipated that the bill will be in form for submission to the
Bureau of the Budget at an early date, it would seem inadvisable to

transmit the bill to Congress this session because of the short periocd

of time remaining prior to final adjournment.

4h. Fiscel Service (for description see February report, ltem 40).

The substence of a proposed reorganization plen, drafted by the -
Legislative Section, creating & Fiscal Service in the Treasury
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Department, was included in REeorganization Plan No. ITI, trans-
mitted to the Congress by the President on April 2, 1940. The

Leglelative Sectlon has drafted a proposed departmentel order carry-

ing into effect those provisioms of Eeorgenization Plan No. IIT
with respect to & Fiscal Service in the Departasnt.,
45. Bookmaking Bill (for description see May report, item 31),
A representetive of this office conferred with Mr. Vize of Internal
Revenue on the suggested changes made by the Buresu to the bill,
proposed by Mr. Klaus. Socme revisions were mede in the bill as a re-
sult of this conference, and it has been sent to Mr. Klaus agoin for
his comment.
46. Federsl Tort Claims Bill (for description see March report,
item 35). Mr. Koken is contimuing the coordinction of the comments
of the staff members of the Legal Division om the proposed Federal
Tort Cleims Act, sponsored by the Department of Justice.
47. Federal Alcohol Administrationm (for description see May report,
item 33). The draft of regulstions (prepared at the request of Assis-
tent Secretery Sulliven) to effectuate the merger of Federal Alcchol
Liministration functions with Interns]l Revenue, es contemplated by
Reorgenization Flenm No. III, has been completed.

This work has been conducted by Mr. Spingarn under Mr.
Bernard's direction.
48. "Products of Americen Fisheries" Legislstion (fcr descriptiom

see May report, item 34). This legislation (H.R. 8475) has passed
both Houses and is now before the Preslident for approval.
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Mr. Spingarn has handled this matter in cooperatiom

with Mr. Dwan and Mr. Higmen of the Buresn of Customs.
NEW STUDIES

49. Proposed Anti-slug (Used in Vending Devices) Legislation. At
the request of Representetive Schafer of Wisconsin, we are consid-
ering the advisability of legislation directed against tokens and
alugs mamfectured for use in coln telephones and sutomatle vending
devices. The Treasury reported favorably on leglsletion of thie
character sponscred by Representative Ludlow of Indiena in 1930.

Te were informed by the Department of Justice that the then Attor-
ney General wrote a letter to the Judiclary Committee of the House
disapproving Ludlow's bill (H.R. 8001) on the ground of alleged un-
constitutionality, but that it desired that we disregerd that let—
ter. The Leglelative Section has prepared & memorandum 1n gupport
of the constitutionality of such legisletion, end is drefting, in
cooperation with Mr. Bernstelin's office, legislation of thie char-
acter for possible sponsorship by Representative Schafer, if it re-

celves da‘pﬂrﬂnentﬂ.l -&.ppl'ﬂ.fﬁl .
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