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SECRETe WASHI NGTON, DC 13 ~UNE 40 

MR. HENRY MORCENTHAU, ~R . 

HAVE ~UST SEEN BEAVERBROOK WHO SAYS BY ALL MEANS 

PRODUCE MERLIN 20 THE GRIFFEN ENGI NE TOO FAR AWAY FROM 

ACTUAL PRODUC TI ON TO MAKE A ~UDCMENT ON ITS VALUE. 

ALL OF HIS EXPERTS ACREE ON TH IS ABOVE. 

KENNEDY 

l c' 

TOR:- 0100 
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JIJ 4MP A4a1ra1 .. , ... 

W111 rn pl .... ••114 ter •• a. 
tolled .... ntu .. ual Mllle w ... -. ..... 
leant41 Yla ••vet ... &1 .... , 

QOOD - ,.,_, l• prtpU'H M W.. 
la .. ,_. 1'a 9) lertllft, A-1JA 
pl• .. • na lieU• tuU.aH llr .. .,. •u• .. , .. ~· vll1 
tJ'J'l .. lll .. atd ..... , .... 
W4a7 • ..., tbdk• ter ,... 
.. eperatl... VIQIO!I 

T•v• 11aeere1r, 

Rt•r A4alral Lelea lere•, D.l.l. , 
Dlreeter ef leui Go a&lMUea•, 
lloMI 26U , .. ., h11Uq 
Wa•kl .. wa, ~.o. 
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IIJ .... AdalNl .., ••• 

W111 ,.. ~ooao load for •• .._ 
rollowlJii .. .,u .. u.l •111• ........ ... 
lot~~~.., n. .._, .. ftl .... , 

.... ~1 .. 1 LelP .. , •• , •· e.•., 
1)1 ... ,~ •• , .. ftl 01 .... u ••• 
.... '"'· ~ lllllU.. .. 81 ..... ,1. .. 
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June 1~, 1940 

Captain Xraus waa 1n and I let b1m read 
the cable !rom Xennedy, dated June 12 , wh1oh sai d 
the plane were i n Montreal at the Royal Bank ot 
Canada. I asked b1m to tranem1t the &1st ot i t to 
Knudsen and llead. 
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R.M.Jr: 

Art bill' 
Punia: 

R.M.Jr: 

P: 

R.I!. Jr: 

P: 

H. M.Jr: 

P: 

R.I!.Jr: 

P: 

H.M.Jr: 

P: 

H.M.Jr: 

P: 

H.H. Jr: 

P: 

R. I!.Jr: 

P: 

Bello. 

June 13, 19~ 
9:27 a ••• 

I waa a little opt111htio in that t1gure. 

I thought you were. 

$200 aillion, 

$200 a1ll1on. 

Yea. 

All right , Well, I can aalte 

Abich ia about halt air. 

Pardont 

Aoout halt air -- in the air end. 

Oh, 1es. 

While 7ou're on, me1 I Jus t make one rell&rk 
that Maurice Wilson, the glnger-upper -
that Beaver brook appointed tor Canada ie in -
who eent 7ou the plane yesterday le i n 
Wqabington today. 

Yea. 

Could be come and have a-- abake banda with 
70Uf 

Ob, I'd love it. What'• bi a naae? 

All right , Maurice Wilaon •••• 

Maurice Vilaon. 

Be' a Chairman or the Royal Bank or Canada 
and one ot the moat active, quick. tellowe 
we've got in the countr7. 
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H, M.Jr: 

P: 

H.•r. Jr: 

P: 

H.Y. 1r: 

P: 

H.!-! .Jr: 

P: 

H .•~ .Jr: 

P: 

H. !-!. Jr: 

P: 

:!. . !' .Jr: 

P: 

P: 

- 2-

Nov , just a moment . Ah - - Just a second, 
I don't understand my pr ogram here. Just a 
moment. 

·Yee, no burry. 

Just a moment . (Talko aoide. Mao, have I 
got anything on a t three?) 

Hello? 

Yea. 

At t h ree o 'clock. 

I ' ll tell him. The.nk you very !l!UOh. 

And • • • • •• 

He tells me the plans weigh 2i t ons , not 1~. 

The ot her thing that I want to ask you ••• •• , 

Yes. 

Send me a l ittle note when Canada act ual l y 
oi gns t or those J acoba engines, v1ll you? 

Yea. The financial conditi on or the tirm, 
they told me yest erday, baa delll)'ed t he 
completion or t he contract tor a rev days . 

Yes, you puShed me a little b1t on that; I 
just vant to see hov taat you gentlemen are. 

Yes. Wel l , thU I'm going to paes the 
buck to Canada. 

All r1gbt. 

All right. You wrote me abou t having to 11111 t 
a veelc or ten days, nov I ' m checking ott each 
trom t he time you go t t he green light until 
you elgn, 

! 57 
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P: 

H,M,Jr: 

PI 

I! ,M, Jr: 

P: 

I!, M,J'r : 

P: 

' 

- 3-

Y... (Lau.pe ) 'fe1'7 well. JOU1 re talllDI 
Jaoobe. 

Jaooba' 

Yee. Yee, I 1 11 r1 .. Rowe todQ' mJeeU 
and Wll h1a that )'ou•re oheolt1ng h1• ott . 

JU.sM. 

All. r1~t, n ne . 

'fhaDlt )'OU , 

'fhaDlt )'OU • • 

lSI 
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Oner ator: 

H, 'f , Jr: 

'JA~tnln 
Krmts: 

c . !' , Jr: 

K: 

H.'" , Jr: 

K: 

~ . :~ .Jr: 

t: " , ,... 
• • '". 0 

t;. , " .Jr : 

t 

Go ahead . 

Hello . 

Ca"lt ain ltraus . 

June 13, 194<> 
9:55 a . m. 

I've been vAl tin$ t o het'.r 1'ro:t you , Ca!)tAln. 

\/ell , I' ve been trying t o <'et an answer, 
!'r. Secretar y , bu t ~ey grabbed everybody 
t hat I wan t ed to see and t hey• re o1'1' in a 
oon1'erence now. Do you think t~at -- v.e 
want t he:n here in lfashlngtot~ ll.'lC. ';!.e y have 
to be sorted out , so I ' d sug~est tha t you 
t urn theM o ver to the Secret ary or War. 

Turn them over to t l'o Secretary of War. 

:ss 

Yes , s ir, and tte ' l l 
and sort t hem out. 
some s tuff i n t~ere 
out -- separ ated . 

~et t l'en laid out over here 
I under ntand t ha t there ' s 
t hn t May want to be t aken 

I see. 

So! t hink-- I 've been trying to get t h1P 
thine settled ; I haven't negl ected it, but 
I couldn' t ge t any ann·er , but I t h i nk 
Secr Ptary of War 1a t he best t h i ng to do. 
~ .. 
\_ j . • 

But >~e have not coordinated >11 t h h1m. 

All r ight, t hank you . 

All right, t hanlt you. 
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June 13 , 1940 

Phil Young told l.lrs . ltlotz that General 
Brett had called hi m and sn1d t hl\t he would like 
the Treasury to have a Coast Guard ottioer pres ­
ent when the Rolls Royce boxes are unpacked. 
Ur. Young also asked Ur o. Klett to call to t he 
Secretary' s a ttention t he fact th.~t even though 
Dr. L!ead was tol d t hat t:r . Olley ohould not be 
present, Dr. Mend had gotten in touch with General 
Brett and requested that Olley be present. 

A.rter this cessage wae c i ven to the Seo­
reto:-y , he called tor llr. Ire leon and Ph11 Young 
and the attached conversation• took place with 
Ur . Knudser., Secretary Woodr ing , and Admirel. 
Vlaeache. 

* * * 

Over the White Houoe phone , Secretary Wood­
ring called HM,Jr baok again (at 4: 20p. m. ) a fter 
the whole t hi ng had been apparent l y settled and 
asked HU,Jr to have a Secret Service man go on the 
train in additi on to the Conet Guard officer Koesler. 
WoodrinG said they ~Ad decided not t o send an Ar~ 
officer because it nould attract too ouch attent i on. 
H:.! ,Jr called Chlet' Wilson nnd nrranged for hie to 
send a Secret Service ae;ent to :layton • 

• 
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H . ~' .Jr: 

Oper a tor : 

H.M.Jr: 

Oper a t or : 

'An . S. 
Knuds en : 

~ . 1J . Jr : 

K: 

H.H. J r: 

K: 

H.~I . Jr: 

Kl 

H.X. J r: 

r. : 

K: 

H.U. . Jr: 

K: 

H . !~ . Jr: 

K: 

H. !L Jr: 

X: 

Hello. 

l!r, !Cnudsen. 

Right . 

Go ahead. 

fhi s 1e r.nudeen. 

Hello. 

'l'h1s is !Cnudeen. 

Yes . V.orgenthau . 

The Boss said 0. K. 

June lJ , 191io 
J:54 P·"'· 

Wonderful. No>~, I' 11 -- he liked i t? 

1'/hat' s that? 

He liked it? 

He brought up the point t hat you brought up , 
no monopolies. 

Well - - about the Alum1nwa Company. 

Yeah. 

But everything else 0. X. 

Everything else 0. r. . Now, you send Foley 
over here and we ' ll write 1t up , huh? 

Sure. When do you want him? 

Yeah. 

When would you l i ke him? 

Any time. 
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H.M. Jr: 

X: 

H.H. Jr: 

X: 

X: 

!1 . !-l . Jr: 

X: 

H. ·I, Jr: 

X: 

H.•·t . Jr: 

K: 

X: 

H. !~ .Jr : 

K: 

H.!' . Jr: 

X: 

162 
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We11, you name the time. 

\fell , I'll eee him this afternoon s till. 

\'I ell . .. . . . 

Say 5 o ' clock. 

I ' ll have him there. 

And then you'll approve it1 

Yes. 

I see. !hen I can go &bead. 

Yes, and t hen you'll be here at 9:00 tomorrow 
morning? 

I ' ll be 1n your place a t 9 :00 t omorrow 
morning, yeah. 

Yeah . Now look, Knudsen , do me a little 
favor, will you? 

Yes. 

I'm really annoyed. At 2:00 o'clock Nelson, 
Don Nelson, came in and asked me whether this 
man, Olley, o f Rolle Royce could be present 
when 12'1ey unpac!t that materiaJ. from Engl and, 
you see? And he sent wo:rd through Ph111p 
Young toY.ea4-- toMt~ that we did not want 
OlleT there. 

Yeah. 

Now Olley-- someway or other he's arranged 
through General Brett he's golng to be t here. 

When? 

Well , whenever it' a going to be unpacked-­
t omorrow afternoon. 

Oh, yeah, ull'Oacked. 
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H, Y. , J:r: 

~: 

H. !-! . Jr: 

X: 

fl . ~~ . Jr: 

X: 

H .l~ .Jr: 

X: 

H. J.!,Jr: 

X: 

R.!!.Jr: 

K: 

H. !' .Jr: 

K: 

!! . !J. .Jr: 

l" : 

1C3 

- 3 -

Yeah, When they're going to unpack it , Now, 
I don't want Olley there. There' s other 
th1nge in there -- it's i mpor tant enough 
that the head or the Bank ot 14ontrea~ personally 
came down to see me today. 

Yes. 

Now, Mead ought not to do this . 

All r1gbt , 

And nobody but United States Army officers 
should be present until t hey see What 1e in 
those boxes and t hen ve oan decide whether 
or not Mr. Olley •••••• 

Who has given Olley permission' 

General Brett ...... 
General Brett. 

But lt.ead knows that I did not want Olley 
nresent and I don't understand all or this 
atutt that's going on between !t.ead and Olley. 
I don't like 1t. 

All right. 

And I'd a pprecia te 1t very much 1t you ' d put 
a atop to lt . 

All r1gbt , and did you want oe to see l·!ead or 
Olley or Brett? 

Well , I think -- --tell Mead that he got the 
message onoe today that tho Treasury did not 
want Olley ~resent and that that ought to be 
enough. 

Yeah. All r1gbt, 

You and I talk the eer.te language. 

All right. 
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H,JI. . Jr: 

K: 

H .l~ .Jr: 

K: 

!l .Y. . Jr: 

K: 

- ~-

And oan I lean 1t v1 th you, pleaee' 

Sure . 

184 

And then I'll see you at 9: 00 o 1 olook tomorrow 
morning and I ' ll ha•e Ed Foley at your offioe 
at 5:00. 

Thank you. 

!bank you. 

Fine . 
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H.M.Jr: 

Operator: 

H. M.Jr: 

Secretary 
lloodring: 

K.N.Jr: 

W: 

H.M. J r : 

li: 

H.M. Jr: 

W: 

H.l~ .Jr: 

W: 

H.N.Jr: 

R. II.Jr: 

W· • 
H. M. Jr: 

Bello. 

Seoretf.r7 Woodring. Go ahead. 

Hello. 

Hello. 

Harry, Henry talking. 

Yes. 

June 13, 1940 
11:22 a . a. 

I don't know whether you are taalliar with 
the tact that through Allbueador lennedy 
the British Government hae given ae the license 
on the Rolle Royce englne. 

tee, I beard that. 

Now, the plane are arr1v1ng at Washington 
at 12:}0. 

ll'bo 187 

The plane. 

Ob, yeah. 

They welgb 2i tone, and I have written a 
tormal letter to you because I'd llke to 
turn them over to you to go out to Wright 
Fleld or to Whatever your av1at1on people 
want. See7 

Yea. 

And 1t you could reoelve Mr. Foley and 
Mr. Young, they could glve you acre back­
ground. 

All rlght • 

And they oen oome over now 1t you • •• • ••• •• 
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w: 

\1: 

H. t .Jr: 

\1: 

!-! .~ .J'r: 

w: 

'i . Y. .Jr: 

H: 

H. J!.Jr: 

\': 

'1: 

H .I~ . Jr: 

W: 

l' .H.Jr: 

lr: 

H .!~.Jr: 

W: 

- 2 -

All right. 

Could ther oome over now? 

W&1t just one minute. (Pause) Look, I 
have my War Council at 11:)0. I wonder 
oould th87 oome at 12: 00'1 

surely. 

All right • . Aek them to oome at 12:00. 

12: 00 and then ••• • • • 

We ' ll work out all the arrangements 1f they'll 
tell ue What they want done at that time. 

Well, What we want to do is to have the 
Armr and Navy get the benefit of them. 

Yes, I know. 

And -- but I want something formally because 
l 'vo gone bnok several times -- the Br1t1eh 
Government tor some reason wants to keeo it 
benreen Governments. · 

Yeah , now thie weighs how muah? 

2! tone. 

All right. 

There mar be an engine in 1 t for all I know. 

Yellh, there probably 18 . 

Well, Foley and Phil Young will be at your 
ottioe at 12: 00. 

All right. 

'!'hank rou eo much. 

o. X. Thank you tor calling. Good-bye . 
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Operator: 

I! .I~ .Jr: 

Operat or: 

P..tt . Jr: 

Operator: 

H,l!.Jr: 

Seoretal'T 
Woodring: 

fl . l! . Jr: 

V: 

H.V..Jr: 

V: 

B. Y. , Jr: 

W: 

H.l.: .Jr: 

W: 

H.M.Jr: 

Operator . 

Secretary Woodring. 

Right. 

Hello. 

June 13, 19llo 
~:09 p .m. 

~:10 p.m. 

Secretary Woodring. Go ahead. 

Hello. 

Yes. 

Harry? 

Yes . 

I need your help . 

All right. 

167 

Ther e' a something very tuDDT going on about 
these plana that -- t:rom England llhl.ch came 
todaT and v h1ch -- I sent this letter to you. 

Uh- huh. 

And a lot ot people wan t t o see t hese When 
they 're unpacked, par t icularly the repreeentatiYe 
t:rom Rolle Royce . 

Ot What? 

ot the R.olle Royce OOIIPaDY. 
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'.1 : 

U.l! . Jr: 

· .. · : 

W: 

~ . "* . ,.Tr : 

\/ : 

T! , H. Jr : 

t .• 0 " . 
• • \t ,_ . . . -.; . 

0 • • .. . 
H.,, . Jr : 

\ .. 0 . 

F. . 'r . Jr: 

\ .. . . 

- 2 -

Ch, yeah . 

Now for some r eneon or other t he British 
Go vernment seoms to want t o keeo t ha Rol ls 
Royce Comonny at nrmA' len5th , a nd I'd like 
to meke th1R su~estion . 

All r i ght. 

:men they ' re unopoked, your oeoole have 
1nv1 t ed us to send a reo resentPti ve and 11e 1 r c 
going t o send a Cono t GuPxC offi cer. 

lfell , now , the ln~t .-or d I sot >:as thPt 
:vou ' d ohoned over 11 nd se td you d i dn • t >:ant 
t o send anyone. 

·:o , we ' l l send a Coast Guar d officer t~ho c nn 
also re? resent Customs .••.••. 

Yeah. 

a t t he s nme time . 

All right. 

Re ' l l be there a nd then if I nay n~<e t h is 
suo:restlon, oxceo t for r·ni ted St l' tes Ar::!y 
nlus t his Coast Guard officer , I don't went 
M:/ 01 Vi lienS present Until it I S UD;>I'.C::ed 
and listed. 

'./ell , ! t hi nk t hat • s scnr t • 

Because I know -- the head or t he Benk of 
!:ontreal was 1n at J : CoO o 'clock . 

Uh- huh. 

Re >tns di r ec t ed by Lor d Beaverbrook to go to 
Halifax a nd t ake t heoe off t his ba ttleship 
hi oeelf, and he aoco mpenled t hla stuf f all t he 
way down here . Thnt' o a tremendous bank , you 
know. 

Yes , I know • 
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W: 

H.ll.Jr: 

'1!: 

H.Y. .Jr: 

H . J.~ .Jr : 

\1 : 

H. J.! .J'r: 

V: 

H,l!.Jr: 

W: 

H.Y..Jr: 

If: 

H.M. Jr: 

• 

- 3 -

And he tells me there are other t hings 
1n there bee1des Rolle Royoe. 

Oh, yeoh. 

'l'here are other airplane plane and there 
are too many peonle who want to see t hose. 

Well, I' ll juet say to you th1s that there 
will be no one see it until I 've talked to 
you again and until you ask ue t o release it 
outside the Coast Guard representative and 
United Sta tes Army. 

'1'hat1 8 right. 

Now, look, Henry, you want me -- to cheo1t 
on that. I asked your boya to send me oYer 
the name beoauee I wanted the name or the 
man and t hey phoned OYer and ea1d that they 
had deo1ded not to send anybod;y. 

Well, there must have been oroes wires and 
I ' 11 •• • ••• 

Will you g1 ve ue the name eo that When I 
write to -- this letter ot instructions to 
Dayton t hat I oan gtve t hem hie name. 

I Will g1 ve you the name, myself, w1 thin 
three minutes . 

And - - well, how w111 we ident1t;y him out 
there? 

Ah - - I'll have to have h1m i dentity himself 
•• ••• • 

I don' t want just somebody to oome and say 
that they're the representative . 

He'll have a letter trom me . 

All r1Bbt. 

He'll have a letter trom me. 

16! 
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II: 

H ,1( . Jr: 

t/: 

H. !: . Jr: 

W: 

H • .- . Jr: 

W: 

H. !' . Jr: 

W: 

H. !(. J r : 

II : 

J! . -' .Jr: 

\1: 

R. !' . Jr: 

\{ : 

!l .M. Jr: 

W: 

- 4 -

All right. 

And I'll give you his name and -- ah -- t he 
other thing -- hello. 

Yes. 

I t hink that t hose boxes should have a guard 
on t he way out. 

Well, I under -- yea , I under stood t hat t hey 
were. 

110 

Well, ny people ea1d not, but that mey be wrong. 

Well , I' ll check on that. 

But they should have n guard. 

Yes, I t h ink eo . 

I ' ll cal l •. • ••• 

They will have. 

Good. '!'hen, well, I ' m a>~tully glad I called 
you end I t h i nk you had better tell General 
Brett about this becnuoe I •• • • •• • 

I 111 tell h1o • 

• •• • •• also understood t hot he vas considering 
g iving peroieeion to t h is Rolls Royce repre­
senta tive to be there. 

Uh- huh. All right, I ' ll cell h1m right away. 

Thank you so muoh. 

All right. Good-bye. 
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H.l!,Jr : 

Operator: 

H.:: . Jr: 

Secretary 
\loodr1ng: 

:r .:·.Jr: 

II: 

H ,!!,Jr: 

If: 

H .l~ . Jr: 

lf: 

H .1~ . Jr: 

\1: 

H. l-! . Jr: 

If: 

H .I' . Jr: 

\1: 

H.l1 .Jr: 

W: 

H, !!,Jr: 

W: 

F. .Y. Jr: 

lf : 

Hello, 

J une 13, 191!o 
4:lg p . m. 

Woodring. Go ahead. 

Harry? 

Yes. 

!he ott1cer 1 s name ot Coast Guard 1e 
W. J. Xossler , X-o-e-e- 1- e-r. 

X-o-s-s-1-e-r? 

x-o- . .. .. . 
Yes. 

. . . . . . s-s-1-e-r • 

Oh, Xossler. 

Yes . 

w. J. 

And I ' ve wr1 tten a letter t o Colonel Ech ol 
out there introduc i ng him, you see? 

All r 1ght . 

And I am putting h i m on the &!ll:le train 
ton1~t -- the g: 20 traln -- t hat, ae I 
understand it, this sh1peent is going on. 

'l'hat ' 8 right. Uh-huh . 

But he 1 8 go 1ng to be on tha t train. 

All right . We-- General Brett's 1n here 
now and we ' re c arrying out th e Whole t hing 
Just as you r equeeted it . 

And thank you 10 muoh. 

lll ri~t. 

'l'h8nk ;,ou • 

o. [ . 
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H. H.Jr: 

Oper a t or: 

R. !'. . Jr: 

Admiral 
Wacaohe: 

H.V. Jr : 

W: 

H. H.Jr: 

W· .. 
H.H. Jr: 

W: 

H." . Jr: 

W: 

H . l~ . Jr: 

'II : 

H . V. .Jr : 

W: 

H.H. Jr : 

Hello. 

Admiral Waesohe . Oo ahead. 

Waesche . 

Yea, s1r . 

I wsnt to send an ottioer out t o Da:rton 
Who can also repreeent Ouetoas to be nreaent 
when tbey unpack 1:hU Jlolle Royce eturt Which 
lias come in todq troa England. 

Yes. 

Now, it ougbt to be somebody -- llll engineering 
officer - - you haven ' t go t an engineering 
otticer who also knows aviation or plans ••••• • 

Yes, we have . We ' ve got an excellent aviation . ..... 
Who? 

•••••• oft1cer, just brought in in charge or 
aviation engineering - - loaaler; 

Yell , g1Te me his name. 

Y. J. Xoaeler. l-o-s-a-1-e-r. 

11. J . 

Yes, l-o-a-s-1-e-r. 

l-o-a-a-1-e-r . Now • 0 ••••• 

He ' a botb an aTiator and an engineer. 

Right. Well , now I ' ll wri te a letter which 
I'll send oYer to you 10 that he can identity 
himself and he ehould be a t Dayton, Wright 
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• 

W: 

W: 

N .!~ . Jr: 

•• • ,, . 
rr . 1: .Jr: 

W: 

H . l·! . Jr: 

1'1 : 

!! . l ' ,Jr : 

W: 

H.':. Jr: 

II: 

H,!!, Jr: 

- 2-

Aeronautical rield -- ah -- tomorrow morning. 
Hello? 

Tomorrow morning, 

And he can -- let h i m oome over and see 
Phi lip Young in my office and he ' ll give 
him all the det aile. 

Philip Young. 

\lhat? 

Philip Y0 ung • 

Yes. Room 296, 

Thi s evening . 

Room 294. 

Room 294, and he ' s t o oome over there right 
away. 

Right , and he ' ll give h im the det ails and 1 111 
have a letter ot inetruotione ••. .• 

All right . 

. . • . . . tor h1m. !hank you . 

Ah ••••.. 

Thank you, 
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.. . ... . .. .. .._ ........... . .. . -. . . . . ... .. . . . . . . .. . .. 

JUDe lJ, 1940. 

MFJI)RANOOII PQR '!BE §'PF'P!'S PIA& 

At tile Secrot&r71 a requeet, Phil !oUDC &lid Ed Foley ... 
Secret&r7 l'oodriJli at 12 o 1 clock noon todq in reprd to tbe 
Bolle-Ro:rce p&tente wb1oh are arriving in llaebJ.niton by rail.wq 
oxpreaa at 12a30 P.ll. ~. Secretery Woodring indicated b1e 
approTal of Secret&ry llorgentb&u1a proposal to turn tbe plane 
OTer to the • ar Depe.rtaoent by a:l&n1ng the cow of tbe l etter 
wb1oh llr. Foley gaTe to Secretety llorgentb&u. 

Secret&ty •oodrl.n& called in Colonel liard and inetructed 
b1Jo to co-m I cate w1 th tbe ro.illn9' exprete and baTe tbe plana 
and apeciticatioiUI trana-abipped • diatel;y to '~right rield, 
~n, Ohio. Colonel l ard - • inetructed, ehould ba encounter 
8111 difi'icult;y, to co-cate witb Phil !olllli· 

f. J-~ - 1L. 

' 
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............ _. 
bUr a., .. ,.w.t r -np.& to • tlu:ap .._._.-..,. 

llu '"'•W Ilia .. ~ • a OOV7 ot • l rt\e' .W 

llu UJW .. tor U.. •Wir1Al to M ....._.iffrd d 

uco t o 1fr1~ neld, ~. 1:111& • 

... w ••• a '-· 

Otet -, ~ c:-t.eiM jle Tbe 
a-u., •u-1 w-. 

,~ ...... ,, .. , 
~.t. c. 
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Dear .... r..t-· 
t • a\\aeh1"C a MP)' at a let ter .tl1eh t ...... 

~ _, \e lleoH\uy IIMC!rlllc t.a .,.. . .. ., t o \M 

a.u.,_,_.,.. ,.'-h .-.s.p.t to .. till"-" Aahaa...tor 

r . ,., 'lly .aoo lrt\1111 ~t. s..r..\.u"7 '-lr1tlc 

-· te 11riat>t nol•, Dayton, Dbio. 

y_., d.Dc- 17, 

... '· •• 11114-, a.u-a, AdTiOD1'7 eo-tu i 011 to1The 
c-u ot •u.-1 o.r .... 

,....,_ fla1 oa laU41 .. , 
W.llh~, D. C, 

ltylf .... 
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.......... ....,. 
•lrl\UIIIIIr• 

... U,lW 

t, ... , .. Srt so•ln I ..... I. C.C-•IIflr, 

Me atnrl v •• u \M • .,..u ... u .. e1 \M NW fteW. kr•a­

_., -· •• ,. ......... ftrtl$, .,..u. ...... _,....,.... 
_. •• ; ,., .,..ua..u-.,. - , :111 oMNo _..,-•­

el "- hUe ..... ~ ....., _ _. ,.,u, ,_ ••u a, I • 
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-·- ..... - .. ,... •• -· ......... Wftal ... .... 

-' v •• l ~MaW loiJFIIi•v ,.._""" u- u f iii'Ne e 

.....,&ete ......... 

liMn I 1M M lie .... ..,_ !let•• \M Tr&\UII ... -.oN-. 

.. '- ..,_ ~- ,. ... u an M lie .... -"d"e to_.. 

tk-=--'- ., u-•'111 •w.,.,.-•e-•U art....,. lor \M,., • \M 

h'fJ' el.U II If f'llJ' ... 0 .......... & ... ertU..lo ftJeJweo 

,..._.... \lea e~.., ........ "-,.'II 01111"'" 

'olwa el lM • .,_ &e a.&e -V70 I ...W ua to • 

~ .... 
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SECRET 
WASH I NIHON ll .C. 

13 .JUNE 1940 

FOR THE HONORABLE SECRETARY OF TREASURY 

FROM MR. KENNEllY 

BE AV ERBROOK NOT AVAILABLE TODAY IMPORTA NT MEE TINGS 

ELSEWHERE .I. 
HOPE TO GET INFORMATION TO YOU TOWORROW 

. -
TOR COllEROOII 2030 
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June 13, 1911o. 
9:30 •.•. 

GROUP MEETING 

Present 1 

H. M.Jr: 

Gaston: 

H.l(.Jr: 

Foley: 

H. M.Jr: 

B.M. Jr: 

J'oley: 

Mr. Bell 
Mr. Thompeon 
Mr. Haae 
Mr. Gra"rea 
Mr. Nelaon 
Mr. Cochran 
Mr. J'oley 
Mr. Young 
Mr. Gaston 
lfr. 8ohwar& 
Mr. White 
lfra. not& 

Good morning, averyboq. Herbertt 

I don 1 t know ot anything. The Ooaat Guard 
are trying to settle the atatua ot an 
Italian tanker in the New York Harbor, 
whether aha ia a oommeroial "reaael or a 
na"ral ah1p. 

Edt 

I ha"re that dratt. 

l:raua vaa here. He lt1nd or thought aqbe 
they might l1lte those th1nga up at the 
a1roratt taotory ot the Na"ry at Philadelphia. 
But, he waa to come baolt at nine and he 
haan 1 t ahow up yet. I told h1111 the stor7 
and he a aid he d1dn 1 t ltnw they were go1ng 
to writ - he thought the7 might want their 
men in Philadelphia. The letter oan be 
written to the Na"ry. 

Sure. I should th1.nlt --

KT t1rat ahoioe vaa Na"r)". 

rou ••an J.na;tf • 

• 
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H.H.Jr: 

Coohrl\ll : 

H.M.Jr: 

Cochran: 

H. !~.Jr: 

Ooohran : 

H.M. Jr: 

Cochran : 

I!.!(.Jr: 

Cochran: 

H. H.Jr: 

Cochran: 

H.M.Jr: 

Youn!S: 

H. !~.Jr: 

- 2 -

No, it the Navy wanted thea, I would rather 
give them to the Navy because the Army ie 
prejudiced aga1not the Rolle anyway, and 
in about a yetU' from now they will be wiehing 
they had it. The Navy oan 1 t use this , 80 
t hey will be more disinterested. The Navy 
doesn't use them. 

There was 1\ll item on the ticker that I don't 
think was in tho pree8, that the Commanding 
Officer in Paris said he declared it an ooen 
city with the idea ot not defending PtU'i8 
but fighting in the suburbs. 

What does that mean? 

It vou.ldn 1 t be a military controlled cit y. 
They would not fight, barricaded. 

They 1<00 ld not? 

They wou l d not. 

Is that good or bad? 

Captain Buleston was hoping that that is 
what they would do, that they would barricade 
the streets. 

Is that what they will do? 

No, they will not. 

He was hoping they would. He was booing 
they would fight right through the city 
like Hadr1d. 

Yes, air. 

Philt 

I have no problems. 

Nelson, I have talked with Phil earlier 
this morning and 1t 8aeme to me the thing 
we ought to do now ie to try to tie up 
all these loose ends we ~tere d18CU8sing 
here yesterday with the Army and Navy 
before we take on anyth.ing new. 
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Nelson: 

H. Y..Jr: 

Nelson: 

!!. !!.Jr: 

Nelson: 

H. M.Jr: 

Nelson : 

H.!.(.Jr: 

Nelson: 

H. M.Jr: 
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Yes, 81r. 

I meAn a lot of - well, they say they will 
have those 93 planes ready tomorrow and I 
read in the paper about the go, but I think 
all the loose ends ougbt to be sewed uo, 
don't you agree? 

I agree definitely, sir. You mi ght be 
interested t o know that on those 93 pl anes, 
Sir Henry Self said, •well, thAt is Just 
one and a half sorties,• the bombs we gave 
t ilem. 

Well, Stettinius is getting t or me directly 
troo u. S. Steel how many bombs were ordered, 
when delivery beg1ne, and when delivery will 
be comyleted. I am going to have that in a 
couple o f houre. I ea1d, "Pl ease get it 
directly from U. S. Steel, • and w have that. 
We will take a look at it. I think there wee 
some nice bluffing going on, but I don't like 
to blutt, I want the facta. This thing takes 
a year to make a hundred pound bomb. I think 
they are nute. 

It sort of seemed so to me. 

I don 't know what there is in a bomb other 
than a hollowed out oieoe of steel stuffed 
with powder. 

I got a letter from Bill Vitherov vbo wee 
down here in !I.R.A. that he had worked out 
a oethod of making a bomb from cast iron 
and hadn't yet gotten aoproval trom the 
War Department. Ve might put them in touch 
with the Allies. Perhaos they could do it 
much quicker. 

}!aYbe it would be a good idea. I think rigbt 
now from all I OPn tell the Allies are movi ng 
ouicker t hAn we are. I me~n , they are placing 
their orders fAster t han we are. 

Yes, sir. 

What else have you got' 
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Nelson: 

H. H.Jr: 

Nelson: 

H.M.Jr : 

Nelson: 

H. M.Jr: 

Sohwnrz: 

H. J.!.Jr: 

8ohwarr.: 

H. H. Jr: 

ltl.otr.: 

Sohwarr.: 

H.M.Jr: 

Sohwnrr.: 

H. H.Jr: 

Sohwarr.: 

H.M.Jr: 
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Nothing s erious. 

I am seeing you at noon, am I not? 

Yes, air. 

One o'clock? 

Yea, air. Everything else i s moving along 
smoothly. 

Ch1cJo:? 

I have nothins. 

I loved that 
and myself. 
you' 

ni cture on the - or Vandenberg 
You know what happened, don ' t 

He called you over. 

'landenberg called me over and he thought he 
would be smart and scold me . He was very 
eerioue. He saw the ohotographer and as 
soon as he started t o do thot t o me, I did 
it to him. I will oi roulote t he picture. 
You can see LaFol l ette in the background. 
Just as soon as he started doing like t~t. 
( shaldng finger) I di d that too. I made him 
laugh. It didn't work , you see. He wanted 
to have a picture scolding the Secretary o r 
the Treasury. I t hi nk i t i e a marvelous 
picture. 

LaFollett e ia laughing. 

Your trips to Hollywcod haven 't been in vain. 

Di d those ne~<a photographers mind my asking 
them t o atop? 

No, they reolized it wr.a war m and crowded. 

It wasn ' t warm, i t wos jus t t hat to have a 
fellow s itting right on top o r you--

The flash bulbs. 

But I asked t hem myself finally 1t they 100uld 
atop. 
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Schwarz: 

H.M.Jr: 

Haas: 

II . M. Jr: 

IInne: 

11. !1,Jr: 

White: 

II . ~!.Jr: 

Bell : 

1fuit e: 

I! . M.Jr: 

White: 

- 5 -

The clerk aeked t hem at one time. 

I asked them. 

George? You are stoppi ng those Italian 
statistics, aren't you? 

Yee, eir. (Handinb report to Secretary.) 

I heard a story that will amuee you. This 
man Lombard that worke tor Dr. Meed told 
me t hat the Air Corps vee havi ng trouble 
with the airplMe cooPanies getting in­
f ormation and one ot them, at least, 
Consolidated, told him that they were 
giving it to the Secretary ot the Treaeury 
and it t hey wanted t he intormation, get it 
!rom him. 

That makes tor good feeling. I signed all 
t hose letters yes t erday. 

Good, t hat is tine. That will help out a 
lot. 

Harry? 

Nothing. 

It is a good crowd t h i s morning. It we get 
through, maybe you and Nelson will stay 
behind and we can talk a little bit a bout 
t he Procurement and you can tell me ~t is 
happening . 

Dan? 

I think Harry ought to tel l you about the 
conversat i on with Berle. 

Berle ea1d t hey had taken the matter up with 
the State Department and their views are t hose 
ot Secretary Hull ' s also, ei noe they took it 
up with h l.m. 

A litt le louder, Harry. 

That they nov teel t het any attempt to extend 
t he control over any broad area would be unwise, 

Regraded Unclassified



H. M,Jr: 

White: 

H. V..Jr: 

Poley: 

H.J.I.Jr: 

Foley: 

H. lo!.Jr: 

Foley: 

White: 
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because the reaction, public reaction, 
Congressional reaction, might be in the 
opposite direotion in which t hings are now 
going, and t hey don't f eel they want to 
disturb the desired trend of a f fai r s , par­
ticularly since t he ga i ns to be achieved 
are not very grellt. They did feel, however, 
that they would be nui te satisfied t o have 
exchange control extended to Switzerland 
if the Treasury wished t o . There was one 
objective that they woul d l ike to attain, 
and t hat is to orevent any foreign funds 
from being used tor orooaganda ourposes or 
any other ourooaee ot a simi lar character, and 
they orooose that new legisla tion be drafted 
and they would want t o know whether you would 
care to soonsor i t . Ir you don't, they uill 
or the F. B.I., and they woul d, in any caee, 
l i ke your coo~ernt1on i n oreparing the draft 
or the bill nt once , and t hey think it will 
go through. 

To do what? 

To prevent foreign funds being used for 
propaganda ourposes. The administration o r 
it may be in the Treasury, deoending on how 
it is drafted. I t may be elsewhere. They 
said i t you wanted t o sponsor the bill t hey 
would be very glnd to coooerate, if not, 
either they or the Department o r Justice 
would sponsor i t. 

Bu))posing we take 1t uo with Bob Jac.kson and 
see how he reels about 1t. 

All right. 

Will you take t he responsibility on it? 

Yes. Bob isn't here . He won't be back until 
Monday. I will talk to Francis. 

lUll you take that? 

Yes. 

The decision aa t o whether you want to extend 
the aid to Switzerland wil l be whet her you want 
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H.K.Jr: 

Bell: 

H. M. J r: 

Bell: 

H. M.Jr: 

llh1te: 

Cochran: 

H. M.Jr: 

Bell: 

H.M.Jr: 

White: 

H. M.Jr: 

Cochran: 

H. l-l. Jr: 

White: 

H. M.Jr: 

White: 

H. M.Jr: 

White: 
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to take up at present the whole matter. Dann7 
can tell TOU bow we reel about 1t. 

Olta7. 

We have a reeling that :rou ebould not extend 
it to Swi tzerliUld alone. It would be ver7 
d1trioult to explain. 

Have you talked to Dr. Somar7? 

No, I have not. 

Have rou? 

Merle hae and --

I gave them m¥ meiDO on lt. 

He ie coming in at eleven. Are ;rou doing 
an;rth1ng around eleven? 

No. 

Are rou, Harrr? 

No, alr. 

Do 70u think he would talk just aa rreel7? 

I am a little hesitant to ear that, because 
he wanted to come 1n to tell rou eome other 
inrol"IIAtion, not on that part1cularl7 but 
on the I talian lineup. 

Supposing I see him alone, then, end I wUl 
pass it along. Nov, have JOU rellows got 
through paaa1ng t he buolt to each otbert 

Well, we are in agreement. 

It 1e a beautirul Job. 

We learned that rrom watching )'OU t eat1r7. 

I am glad .. t least :rou oan learn. 

What 1a th1a - :rae I eaw t hil. 
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H. U.Jr: 

Bell : 

H.H.Jr: 

Bell : 

H . l~.Jr : 

Bell: 

H. I~.Jr: 

Bell: 

H. M.Jr: 

Bell: 

!! . t{,Jr: 

Schwarz: 

H, M.Jr: 

Bell: 

H. M.Jr: 

Bell: 
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\/hat else , Dan? 

The exchange last night amounted to only 
243 million. or oouree, we will get - -

How much? 

10• 
- .;IJ. 

Two hundred forty-three mil l i on. There is 
about 110 million out standing yet. or course, 
we will get some 1n t he mall, but it won't go 
near as hlgb as the notee. 

You are gett i ng 300, aren ' t you? 

I hope it will be 300, between JOO and 320, 
but i t mi ght not go over JOO. lie are going 
to call New York and Chicago to see whether 
or not we can get eo11e prel iminary i .ntormation 
on the r eport s thla 110r n ing before your ten 
thirty pres s conference. 

Thank you. 

The Finnish M1n1ater wants to come in 
Saturday, 

Yea, and I --

And g1 ve you a oheok. 

And you are going to be here. I read 
Merle Cochran 1 8 memo rnnda and I am 80 glad 
he couldn't have the check on Friday and 
you are going to be here and I read that 
t he photographer s will be in the hall. Last 
time we went down on t he atep8. 

Do you want to i aaue any 1natruotiona to the 
Under Secret aryf 

He will be Acting. 

Photographers not allowed in t he office. 

He 1s Acting, so i t ia entirely his responsi­
bility. 

The maln t hing I want t o do 1a to cover 1n 
the Deoeober p471l18nt. I don 1 t think we ought 
to hold it over the ti acl'll year. The Roumanian 
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11. M.Jr: 

Bell: 

H. H.Jr: 

Bell: 

H. H.Jr: 

Bell: 

H. H.Jr: 

Bell: 

Foley: 

Bell: 
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Minister baa been in a couple ot times, and 
he wants to vrite a l etter to the State 
Department in reeponee to the debt note saying 
that they are willing to retund their debt on 
a baeia ot paying ott the original pri noipal 
and without interest, and he wants to pay 
a hundred thousand dollars into a special 
account to be held until that arrangement ie 
consummated. We are dratt1ng a letter saying 
we will accept the hundred thoueBOd BOd put 
it in a special account, but it ie understood 
by eo doing th1e we baTe .not in any way altered 
the debt agreement. 

Well, look, Dan. I would go through the 
motione, but there ian't one chance ot getting 
it through. 

That settlement. I don't belieYe I would make 
BOy statement tod.ay on the Bank ot America. 

I see that the publ1o Just rushed in tor the 
stock and took 11 million IUid a halt ot the 
thirty million and Just tell all over each 
other. 

They got about 27 m1ll1on tram Jesse and he 
sold them the San Francisco Bridge Bonds, 
20 m.illion ot them, tor 211\ . 

Sold who? 

Giannini. 

Which part of Gi annini? 

The bank. Sold them those bonds and t hey 
inYested 21~ mill ion ot the 27 million in 
the bridge bonds. J eeae Just told me about 
it this morning and I asked h1.m 1t that in 
any way Yiolated the law in reeneot to the 
10% and he said no, these were municipal 
bonds and were exempt. I didn't know 
municipal bonds were exempt from that 
proYieion. 

Yes, I think they are, Dan. 

It these are IIIWli01pal bonds, they are 
all right. 
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Foley: 

Bell: 

Foley: 

Bell : 

H. !4. Jr: 

Bell : 

H. M.Jr: 

Bell: 

H. M,Jr: 

Bell: 

H, "l.Jr: 

' 
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I don't know 1f those bonds are muni oipal 
bondo , though. That is the San Francisco 
Bay Bridge Commission. 

Somebody ruled t hat they are munioipal 
bonds. 

It ia a publ i c authority, but I don' t know 
whether the statute ie broad enough to 
include authorities. I t hink the statute 
e~ecified state and munici~Al and those 
aren't municipal obligat ions. They are 
public obligations. 

He lends t hea t he money a t ;;% and 
municipal bonds oay what percent? 

They are ~l/8 and I t hi nk t here is some 
arrangement nade with the au t hority out 
there whereby he will r e rund t hem in ~~ 
bonds . The arrangement i s all right 1! 
they are allowed to hold t he full 20 
m1ll1on. 

That ie up to the controller, isn't it? 

Yea, but he doe an ' t ltno ~< --

Well, he bad better find out and I 
wouldn't be mealy-mou t hed about it, 
gentlemen. I wouldn't stretch t he law 
one one thousandth of an inch . 

We don't know &bo ut i t and w n 1 t know 
about i t excep t Just thr ough this oeane 
until an ~ x&ei nation 18 m&de. 

\fe kno•.t about it nnw. I went all through 
t hat with t he SEC &nd t here was no obJection 
to an a gency of t he Government l ending 30 
million dollars to another agency which >~es 
under serious i nvestig8 tion. 

Vlell, it i s ae far A& we OM go. I t ls 
all settled uo to this ooint . 

I t I am asked at my orese conference about 
this thing - do you supDoAe I am going to 
be asked about 1 t ? 
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Bell : 

Schwarz: 

H. '-!.Jr: 

Foley : 

H. lt. . Jr: 

Bell : 

Sebwarr.: 

H.M.Jr: 

Bell : 

H. H.Jr: 

Bell: 

H. H.Jr: 

Pell: 

ll . li. Jr: 
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I st~uldn't think so. It is several 
days old . 

You might well be asked about it, never­
tbeleae. 

8bould I aay that when tbia waa originally 
brought to my attention that RFC was going 
to loan tbls money to Trana-America, I asked 
the SEC Commission and t hey told me they had 
no objection? 

No. 

Why not aay - put it another way, t hat it 
ia a matter between - we have no interest 
in Trane-Acerica. 

It ia a matter between J~sGe Jonee and the 
Bank or America. 

It was made public - their statement sald 
at the t1~e that RFC would nake available 
30 m1ll1on. 

This is what arms length means , as I 
understtuld it, but certainly Hr. Gi annini 
made sure that the RFC was kept at arms 
length !rom the Bank of America so they 
would have no control over the directors 
or anything else. I don 1 t know why Jones 
ie so seared or Gi annini. 

I take it they could ge t control by 
roreoloaing, couldn't he , Ed? 

Foreclose on Trans-Amerioa? 

He oAO't foreclose on the note , capital 
stock. 

No. lfell, my record is available to the 
publ1o. 

I think I would let it ride along tor 
a while and see. 

I disagree with you, Dan. You know th1e 
thing, and i! you don 't mind, I think you 
could imoediately intorro the Comptroller. 
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Oh, the Com~troller, yea. 

or the fact tha t the b~nk has invested 
20 odd oi llion dollars ln one security. 

y.,u, mee.n about t he press oonfe••ence? 

Yes. 

Oh, I see . I Agree ~<1 t h you. But I think 
t he Comotroller should be --

I think that is right , nnd he will check 
uo r i ght away and see whether or nnt ~hose 
securities can be neld. 

I think t h?.t 1s right. 

But after all - 11ell , I det1nitely think 
t he Comnt roller should be advised. 

·ss 

There is an old revised stntute t hAt orohibite 
the ~tssignment or Government claims of any 
kind , IUld J esRe J onen - or not J esse Jones , 
~~nrriner Eccles tes tified yssterday before 
the B~tnk1ng ruld Currency Oo~~1ttee and I 
understMd t hnt he reo ora• .ended t hat t hnt 
st atute be renealed , so t~1t many or the plans 
in carryi ng on t h is nPtionnl defense urogram 
can exoand and t hey cnn ~l~tce the1r clnimo 
agn1nst t he Gover nment for loens, against 
e~~ans1on puroonee . Jesse Jones, I think, 
1s 1n favor of 1t, too, and he wants to testify 
l ike Eccles hAs. He ><Ants t o know 1f the 
Treasury hns ~.ny objection. I suooose we 
haven't. On the other hand, that restriction 
was nut on t here beonuee of sone abuse way 
back· t here. I think t here still ought t o be 
some control. 

tlho writes it uo , D8)l, ll!ll'riner? 

t~rriner Eccles brought it uo yesterday 
and Jesse 1s goin,; to follow it tod~.y. 

I am going to hnve to e t op now. llould you 
ts.lk it over? 

Yea. I Just wanted to knov your attitude on 
it. 
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Well, oou.ld :rou tal lt t o me later 1n the 
d&:r' 

I think Ed ought t o loolt 1t up, t1rat . 

Norman' 

Admiral Waeaohe'a oomm1se1on exp1rea today. 

Oh. Two torty- t1Ye? 

Yes. 

Kr. Nelson, do you want t o talte t h1a and 
g1Ye 1t baclt t o me at l unch? 
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HE.AOOUAA'TIRS 

Fr<lll l 
To 

--- .-.s.CDIA'-­.... - ..... 
TREASURY DEPARTM ENT 

UNI"n:D STATE$ COAST GUARD 

WASHINGTON 

Spagent, Shanghai 1 Ch1."13 o 
Secretary of the Treasury. 

13 June, 1940. 

It is re;>o:"ted that a hundred Ancrican truC::s in :;anoi 

ani llai!)hO!Il;, des t:!..">ed for ~e in':crior of Chi:>a, "''a ncr.1 ~eld up 

f.>lla.Tin; a receat decree o! t.he Fronc.l-J L"\do .::hi.""la }0"-ICrtoe.'l~ ban-

ai"C tho export of these ve!licles . Hon.;kong French :ntelli~ence 

ststc thAt the F:rench Government na;l ccr:can-1ee.r ~hese trucks for 

its O':m rtar ;>urposes and that tho Chinooo ()ovorn:nent has previously 

been told many times to re1:1ovo said truck:! but has failed to rio so . 

• 97 
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One, Teoterdq, the Minieter ot J'inaace wled to expreu 

appreciation tor the auiet.,.ce ginn thr"""' tho cre41 t uteDOled 

!Ito, !he Min1ohr ot l'illaJxoe aaid that 1\ 1o hio inhnUOll to 

hold the $2,000,000 c r edU 1D reoene at preoont in Tift ot the 

!aTonblt dOTelo:.;aonh ar1o1DC troa the cool)traUTt aaaoureo edopted 

botveon the b&Dite, buoilluo. colA producere, ud the Oovern!Oent u4 the 

CIIJ'b1DC o! opeoulat1on wh1oh bad bro~t the ucb.Mc• o1tuat101l IIILder 

'.lbNt . !he MWottr aaid that the utono1on ot the cre41t would 

hen u 1aportut eUec t po7ohologlcell7 u4 that before ut1lid1141: 

the ore41t tor exch&zlce adYanCel tor 1J1P0rh he 1t prepared to peraU 

a ao4trate orderl7 dtcl 1oe 1o the ool , Re oni4 that he hoped that ooat 

err&DCemeot • 1&1>t be &eel• to appl7 t he credit to the 4enlo-t ot 

eoonoslo •eao\IJ'el vhich vould create ad41t10llel exch~ !or 1tt 

r...-ent ill the OTt:>t the orcd1t were not utilised tor the .znhe1141:t 

·ge 
- v 
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7oar. ~ IUnl..t ... now e.!'~01lt}T toroo .. the pouibiU\:r 

that the crodit ae:t not be required wl>ollT t01r tbe parpoao tor 

which or1cinall:r sranted, and ho bell.r ... o that tho crodi t aipt be 

uoed t o l.ncrenao production ot o:q>ortablc co-oditioo and to 1Dcreao0 

conaequentlT the Tol""" ot •-Ill" it the loo.n wro 1nveoted in tho 

4nelopaont of new ent er prl.aes. An inoroaoo 1n cold production •• o,. 

ot tho enterprl.aoo perUcul.arlT mentioned by the ll1D1oter. It would 

oppeu t hat wch enterprl. oe all!;ht bo cOYered l>T \be terao ot an 

:l:q>ort-llfPOrt llanlt cre<li t 1t ha bao in :aind \be pvcbeae ot aachl n..-,. 

fro~ tho Ubitod States. 

:rive. Tho Perurtan GoO'ermaont baa •do no announceaont ot the 

credit , and nc notice ot it bao a~aro4 lA the local preoo. 

Six. I t """ ntated bf the llinhter ct llnance that the proJocto 

he hoo in 101114 1D connection w1 th hlo lonc-ttra cooperation prouu 

would bo otudiod 'b;v pereonnel 'llbich he would dools:oato i.aoediatel:v 

tor tt. purpose. 

s....... liT connr•tl.on w1 th tho lllniotor ot 71nance 1o bol.Dc 

roporto4 1n a:r doapotch lo. 15111b1nh 1a co1.ac fOirward taaorroo 'tr7 

a ir aol.l. 
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70R <WIIU't MIJII!IIG 

SIG!IIri<:.ln 70UIG!l ImVJ:UlPIIIIITS 
(Receind Juno 7 to Juno 13, 1940) 

. ~00 

DIRMARll D&nleh &erloulturo , partioularl7 tho liTootock induo­
tey, !ae01 a crltleal lituatloD aa a reoult of tho var. Llnotock 
production and oxporh of anillal !oodatuffo depend alaoat antirolT upon 
iiiJ)Or tod rav •tarlalo 1D tho !ore o! ! oodotuffo and fertllinro. 'l!ho 
.Ul101 hoTo nov cut off Demoark0o onraoao ooureoo of oupplT for illportod 
feodatuffa while Go1'1111U17 luu cut o!! tho DluUeh oxporh o! linstock 
produch t o lh for.erl7 illportant arll:oto. Proopeeh for ouppl-Unc 
boJOe crown foedo b)' ~porta fro• Gonoan;r. Rue ala, and tho Domubo !aoi.A 
are not oncouractq. Yithout illportod feedatut!o Denmark' o llnotock 
iDdUOt r')' vlll hoTO to be CJ:'e&tlT reduced, 

I<Jl'P!1 !he BriUeh GoTen111ont ODDOUDcod that otfocthe Juno 16 
tho llaTicnt S)"at• vill bo appllod to IQpt for all export ehi~anh to 
all luropean neutral countrioo. Tho 17otc, hovonr , vill not bo appllod 
t o other countrieo or to the Sortet 11nion. 

GDIW9TI !ho Gorean t1nder Socrotaey of ~rloulturo iaoued an u­
nounoeaont on Ma7 31 for the atatod purpc ao o! 1 rotutinc roporto about tho 
i'""'inonoo of Germau7' • eollapao for lack o! food in the collling viDtor. • 
!l'ho otatuont of that official bro\l&ht out tho f ollovi04: pointol 

' 

1 Germau7 vill enter tho nov harnat 7aar OD Auguat 1, 1940, 
vith tho a&~~e cr&ln r eoorn thot 1\ poo01110d at the out braok 
of th& var. l'o luropoan countr')' onr hold ouch a larp cr&ln 
rooern ao ~ vill han at tho bopnninc of tho nov cr op 
)"oar. 

"llothiDC can be o&ld ao 7ot about t ho tiDal outeou of 
t hio TO&r' • crop but th o ~ dono b)' an unuouallT onoro 
viDtor hao bollll otfaot b)' a n,.,bor o! faTCrable factoro, ouch 
ao aaour1AC !ar.oro their noreal qaantitloo o! oood and far t ll­
hert and tuftlclont oupplloo of .otor fuel to facilitate COII­
pleU on of oprinc plantlq. ll,y lCa;f 2!5 approxl.Joe.tolT 95 percent 
of the aucar boot area and about 83 percent of tha late potat o 
crop• had bean planted. 

"OwiDC to utraordin&r7 offorta on tht part of farurt 
it hao boon pooaiblo to plant not onl7 tho uoual opriDC aero­
ace but aloo tho' acroace that could no t bo planted latt fall 
ovinc to unoatio!actor')' -thor eon41t1ont. A doeliuo 1A 
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vill~er barleT acr- ba4 boon orfto~ 'b7 1Doreaae4 plaDU­
of opriac cropo, oopoci&l.l¥ of roo~ cropt. no area 1D roo~ 
oropo baa boc apell4e4 'b7 10 porOIJl~ onr latt ,..... • no 
acroac• UDder pota~oeo alono 1o 21!0,000 ~0 300,000 hoc~arot 
hichor ~baD a,. .... e&Oo -.h11o ~. aorooco UDdar I1J&8l' booh 
hoo a1oo boon 1uoreue4. 

•.too roprdo ~ho fat oltuatlon, ao~llal dlnlopaODh hoYt 
boon .. ro fa..orable ~baD antlclpatod. Incr•ood 'bu~hr pro­
duction hoo roii1Jl.~e4 ln an -d rortolon of ~o bu~~er 
ration and a couoquen~ ao~ of -.rprino. Jec1.m>iDc .Tul)' 1 
tho -.rprillo ration vill bo ontirolT roplaoe4 bT bu~tor. 
l.,.er~holeoo, u tho bociDDillc of tho vill~er 19t0-U Go.,_,. 
rtll hoTO a aw:h larcer rotor1'1 of bu~ter ~baD ·~ the ou~broalt 
of tho w.r. lotvitho~dillc ~~ 1Dcreaao 1D ~~ choooo ratio& 
a ..,n~h - ~· vill bo a tur~or 1Dcr•oo of 25 porca~ a~ 
~o bogln'nc of .Tul)'. 

1 GerMDT vill an~or tho viahr of 19t0-U vith o~ocko of 
ouo at loaot 50 porcOD~ aboYo ~hooo of Sop~abar 1939. !ho 
hoc population 1o bolDC ro&lcod ~o corroopond to tho a'l'&ilablo 
w;ppl)' of foodotuf:l'o but tho larco rooern of froson pork 
croa~e4 b7 ouch •lau&h~or vill offoot roduoe4 w;pp11oo of 
fr .. b pork durill¢ ~~ coa1nc vintor . In ad41Uoa, ~oro vill 
bo a'ra11ablo larcor ouppllot of boot oinco ~o amber of 
cattle which wao alr&adT nr,. larco at tho boei=I.Dc of tho 
w.r hoo incroaoe4 1D tho aoan Uao. 

1 liDallT. 1D racard ~0 w;pplioo of ncotoblu. • propooe4 
,.., ...... of 25 porc&Dt ill the aorooco plu~e4 will prob&blT 
bo roache4. 1 

201 

lD ..,_u,., ., the otot•on~ -.441 'b7 tho 11Ddor Socret&r)' of J.c­
ricul~uro, l!acke, ~o the atfoct tho~ GerMDT'• reoanoo of cr&ill at ~o 
beci=illc of ~ho ooco114 Te&r of tho w.r will bo equal to ~oe a Ta&r 
oarUor, tho .loaericu •b&oq 1D l!erll.D pointe ou~ that ~~ otatecc~ 
raforo for both ,..,..., to ~~ o1 tuoUon which pro'l'&iled bat oro tho cropo 
voro horTOote4. !ho craiu crop of 1939 """ a cood one &Dd uounte4 to 
27,400 , 000 tono, which 8110UJlt, aocord1DC to ooUaateo lll&de 'b7 official 
oourcoo ill Soptaber 1939, vao conolderod to bo at laoot 1,400,000 t o,. 
in oxcooo of tho ccnouaptlon of tho loich 1 o roquirlllcto for a pOl'iod of 

a 71&r. 

I~ 11 clear fro• Backe1a etat•ent, bo"eTer, that expectation• were 
not fUlfilled and that no additional rooonot voro ac.-ul&te4. !hit wat 
proboblT duo to illcroaoed roqulr-nto on tbo part of Poland ao a rooUlt 
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of the 0.l'1CIU1 occupation. Backe admitted tacitly that the proepeoh tor 
tb1t )"eM1 l crop are UD!o.vorable, thoueb be tried to dinrt attention 
from th1o tact by claime that the faraero wore well oupplied with eoedo, 
tertili•ero, gaaoline, etc. Thio may be tekoa to conn , at tbe moot, thot 
tho oupply of theao factors of production io more or looe aorm&l . 

Aocord1~ to oome &erieultural authoritieo it 1a practically car­
tlliD tb&t thh year ' • grain harnat in Oer- will be Tar)" UD!aTorable. 
Tho publie&tion "W1rtocho.tt und Statiotik,• 1m ito April number, reported 
tb&t crop proopecta were poor for practicall1 all non-German Juropean 
countrieo, but the cu.otoaery foree&ot of Oe,_.. cropo wac ottit ted. Tbio 
1o token to &8Nl tb&t neutral lturopu.n cOW>tr1ee, which are her onl7 otbor 
eourceo or i.olporta tchlle the vnr lo.oto, will not be in a poo1t1on to ovp­
Pl1 0.1"111U11 witb ezq oubetantial ctuant1t7 of grain. tJp tc nov, accordtn& 
tc one report, l!tada bee 8%port6d to 0ei"IIIUI1 only 25 percent of the one 
million tono of gratn which vera acr•ed upon. 

J.acordtn& to :Backe, Oe"""'7 otill poooeooeo the 18111e gratn reaerTOa 
ao laet 71ar. At the beginninG of the war Darro otated t hat theoe gra1m 
reoerTtl amounted to 8.6 million tono, which wae equal to al&oot one-third 
of the c;rain har..eot of U.at 7ear. It 1o doubtful, howeTer, 1t the vnr 
obould be prolonged be7ond tbio oumer, thet 0."""'7 could afford to con­
euoe ita enti re reaarvea in one 7ear. 

J'urtbermore, in spite of the record orop, coneWDption roctuirementa, 
vb1ch were oo gre&t th1t 7&ar that notbi~>~: could be added to reaerveo, 
will increaoe o1~ficantlJ. Pooo1blo additional requirement• are indi­
e&ted b7 tho fact t b&t Denmark, llo~. Bolland, :Belgium and Luxemburg 1n 
1931 imported appro:dmatel1 6.5 •illion tono of cr&in. The wheat oupply 
of llolgiUII, accord!Dg t o one report, 1o nov ouff1c1ent for only 50 4&7•· 

!he e.4aioo1on b7 Backe that tbe hoC population bad to be redw:ed 
contirao prmouo reports. Tbio otcteaent of :Backe conati tutea a tcc1 t 
admiooion tb&t U... fodder a1 tuetion 1o not eo faTOrablo ao vao claiced 
pre•iouoly. 

:Backe aloo cla1ao an tncreaoe 1m tbt potat o acreage, which it 1o 
atate4 ahowa an increase ot 8 to 10 percent over laat 7ear. Nevertbeleaa, 
tbil talla eo&>ewb&t abort of tho l)l&no. It IIIII¥ be noted, for inatanee , 
tb&t Ooer1n& in hh radio addrell to the faraero o! 0.1"111U11 on February 
15 d6lll&ll4ed that the plantinG o! poteotoeo obould bo """"ented 1n Oercezq 
b;r 10 to 15 percent. 

Aport froa lncr&aaed butter production, rooulti~ f r om oharp re­
otrictiono on milk coneuaption, t he iaprOT8d butter situation it probably 
due to greater auppliea troD Delllllll.rk and Bolland. ! otal !at ratione be ... 
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a.ot been inereaood 10 fez, hovner, al.thoUC)> tho allocation of but\er baa 
bean _.,ted, but vith proportioD&te decroa.aaa 111 the urp.rine mtion. 
S111ce tbe rntion of ta.t 1n OoruiiT ia a&oittod to be I.D&doquato tho TOI7 
ta.ct tbet it h .. a.ot boon increaaod, 1n opito of tho c:roa.ter ouppl7 ot 
butter, loa.do to tho ooneluaion thot atoclca of other tate ere not &a uplo 
•• cl&iaed otticiall7. 

Yitb rep.rd to tba o.....,. ecg ouppl7 it r~~~q be O&id tbot ro .. rna 
ere undoubtodl7 beill~: built up end that praaant atoeka ill OerloaztT &ro 70 
percent a bon thoae of Sopt .. bor laat 7e&r. But tho proeant illproftd a1 t~ 
tion vi th roapect to lr&a a.o4 alao to da.iry product. 1o due l&rt~el7 to 
oupplioo from Scan4in&Ti&ll coUDtriee vbich oouotrieo vill 11Ddoubtodl7 ,,._ 
coUDtor ohorta&e• of teedatutta, ootobl7 oil celr::e, on &ecollllt of tbo bloclo­
a.de. In all probebilit7 tbe a.dTillltace accruin& to Geno&llT 1a therefore • 
t-.por&%7 one, troa a bal.f 7ear to a 7eez • 

.Uthcagb tho ceneral illproaaion of tbe food 11 tuation preaeotod b7 
llaeko 11 t&TOreble, hie odainion• of veakneaeot -.:r be taken aa oerioua, 
p&rt1cul&rl7 1n rep.rd to bree4 &Dd teed gr&ino, 1n llhich Ger8all7'• pooi­
Uoo vhoD the wr ot&rtod wo on tbe vhole eonlldored faTOrable. It thia 
year'• c:rain h&rToot turna out to be &a poor &a 1.uc1nod, and it tho ,.... 
continuoa, it 1o h&r4 to ••• how Gerll&ll7 vill be able to a1nta1D oot olll7 
her brood but &leo her meat &Dd tat rationo at preaent loTelo t hroucbout 
tho oozing v1ntar except b7 lll&king a hea'IY dom&nd on rooern oupplioe. 

JAJ'JJ11 It 11 beliOTOd tbet Japanooo purcbaaoo of Indian rav cotton 
eze tar bolov nol'Oial and not ill accordance vitb tho ratio atipulatod in 
tbe JapeAoae-Ill41a.n 1'ra.do .Agr-t. J&peAoaa merchanto feu tbot thq 
vill bo required to aake up the 4etie1t 1D their purcbaaot of Illdi&ll co~ 
ton and thot h.turo aporte ot piece-goode to India -.:r autter. It Japa.n­
••• aUla ohould rOTiaa their a1x1nt; torwul.& tor opi.llDing 1n order to con­
IIUIIO a c:reatar p&rcontoco of Indian cotton the .AaeriC&II cotton 1Dtoreah 
vould ba &dnraal7 attected. 

Publiohod fiflllrOO on elotb atoeko are no lo~~&or •-Hable bllt it 
1e ottimatod thot tba7 &re in u:ceaa of 900,000,000 aquero J&rdl, vbich 
11 about 300,000,000 aquere J&rda abon nonoal.. The decline 1D the Tal.uo 
ot the poUDd atorlinc h&a cauood great a.nxiet7 in the Japa.neoo cotton 
induat17. !loot of Japcue aport aal.u are to COUDtrieo ..t>ooo eurranciaa 
are either directl7 or ind1rectl7 linked to atorlinc· Iner-aod coata of 
Je.pa.nooo cloth in hraa o.r aterlinc, plUII Jill price 1nereaaea tbroDCb t.... 
tornal intl&tioD&rT dOTelopaonta, ban dapriftd Jepa.naao cloth of ita 
price a.dTentogoa in low purcbaeinc power coUDtriaa of tbet tTP•· 

lllfi!DLIJII) Mat" Ilii)DIS: It 1a !.Jipoaaiblo to oatt.ate tho tntvo 

product1o10 &114 exportation of t~ioca, vbich 1a pu\17 produced b:r Dati TOO 

Regraded Unclassified



~04 
-5-

ud partl7 ae an ootato crop. J.bout 50 percent of the production comoo 
froa oacb. oourco. llov.,.er, indieationo are t hat export• of tapiou flour 
to tho United Statoo durlnc tho remainder of t hio raar and next roar will 
continuo at proeont lonlo doopito the vu. !hero 1o no raaoon at pro .. nt 
vh1 oh1pp1Dc opoaco to tlto 11nited States ohould not bo &dequote to handlo 
all ot the tapl.oCI< roCiuirMenh ot tho .bloriun aarltot tor oomo Uao to 
co:e. 

With regard t o the production ot commodl.tioo in the Netherland laot 
In41oo that &ro oubJoct to control and regulation it 1o otated that the 
Government vill maintain !.to production r6gUlationo onl7 on broad linea 
but that licenol.ng of oxporte vlll remain unchan&od, 

PBILIPPINES1 Intenol.fl.od war activitl.oo in Europe have !tad oerl.ouo 
reporeu .. ionc on Philippine econoar. 'hade vl.th Europo 1o al110ot COIIIplot ... 
17 otoppod 11hllo buoinooo vi th the 11n1 ted Stat eo lo eerl.ouol7 hampered 
by tho general uncortal.nty, oh1pp1Dc oearcHy, and hicb fro1r:llt chart••· 
Price• of -Jor Phillppino prod"OCto havo decll.nod craatl1 u a roclt of 
var dnolopolento. B7 tho end of ~ prlcoa !tad fallon to a lnol that can 
on11 be deacrlbod ao 'fOrT aorl.oWl. VI. th purchaolnc povar oarioul1 a -
pal. red ao a r eeult of t ho abnormallr lov pricu, normal buoinooo l.o pru-­
ticall7 impooaiblo. 

SP.I.Illl ~. Manas inc Director of t ho :Banco lepnnol de Crodl. to in­
formed tho J.mori can li:mbaot¥ tbe.t a credit ot $3,600,000 tor tho purchaae 
of J.rgontine cotton !too boon obtained b7 tho Spanl.oh Oonrnaont from cotton 
exporters in tho J.rgantino, rop<~Jmant to be Dado Yit h interest at 3 1/2 
percent over a tvo-yaez pariod. 

!ha Aaerican Jlohaoq in Madrid """ intoraod cont1dentl.all1 that a 
datl.nite acroe:sont t o provide ..heat to Spal.n had boon made b7 tho Ilritl.oh \ 
OonrDIIont. !he Jlobaooy -• aloo adYioed that a ropr ooontatl.ve ot a Brasil­
ian cotton exporter !tad lll&do a propooal to ooll 10,000 tono ot cotton on 
the following toraol 1/4 ot tho price to be paid at port froa vhich ohippod 
1U1d the r80LD.inder over a g..11ontho period, 'l!he Spanioh f:O""rnmont inol.oto, 
according to report• • upon the extan•1on of ~ent oTer 2 7e.are. · .lerre.rl 
and Torreno, the nogotlatoro of the J.rgontine cot ton oole . referred to 
abo•o, are reported to bo nosotiating vith the Spnnioh authoritioo tor tho 
lole ot an addl.tlonal liO, OOO baloo ot cotton troa the J.rgenUne to 'bo paid 
tor oYer a long period. 

11m!l'ED XIJIGDOIII !he .korican llllhaosy learned tr011 'l'rado oourcoo 
that tobacco ~utactiiJ'ero have inMcatod to tho Iloard o! 'ha4e their ao­
cq>tanee in principle ot a tobacco control ocheao along tha tollovlnc linool 
(a) 1941 tobacco allotaenh tor tho domootl.c aarkot ooti.Aat od at 90 porcont 
of net claaranco tr011 bond in yaar ending March 31, 1940; (b) admixture 
to &111 preoont 11utur .. of • percent 'l'urki oh or Or eel< tobacco in 1941 end 
8 percent thereafter; (o) pooling ot all atocl<o 1D exeeao ot tha a'foroco 
atocl<o; &ad (d) ochomo to be YOluntary but lopllr bindi.ng. J.pporentl7 no 

undertaking on pricoo VIII offered. 

Regraded Unclassified
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Lord • • ndon ••hbo4 U.. .Am.rlao.D •b&oo;r \bat Brltlob auiborltloo 
wollld ul<e DO opoci flo al.locaUou of .Awotral1u wooh for the .Am.rie&ll 
..... l<et 1a tho .1940-61 oeuon lnl.t t.b&t ~q ""llld 11114ortab 1notead to .-Ito 
ncb voo.lo a....Uablo to a .. t all reaoou'ble AaorlCIUl requlr•ODto. .lo ill 
thio oeaaon DO allocation are oonte.plato4 tor lev Zeal.IUld wool, 

!he c.reaJ.o Oontrol aiiii0'1111Co4 a Ullitoxa oel.lJ.Dc price of 411e. por 
quarter ($1.13 per 'ba.obol) boo l&t-. ('2 c•ta per ba.obol) rebate to aU­
lara tor all ~rto4 vl>e&t. !lie rebate ropruanto ill part tho tODtatln 
oubdd3 arranc-ent to l<oep the price of brood do¥11 pendlJIC a oettl-t 
ocreeaont betwean tho Miniot..,- IUld aillero. J'1xad pricea of u.ioo, b&rlq, 
oato, ..,-e DOt ;ret dodp.e.to4 tor tee41JIC purpoooo, r-ia Ullellaqad. Rov­
n er, oome ellaqaa 111 tba price a fixed for w.rlouo t:rpea of peao IUld bOIUlO 
vere e.DDO'IZDced. 

205 

!lie Nilliot..,- of ~od a:proooed a dodre to acquire .., -CaJICIT 
raoorn of "-rie&ll refilled lard &lld aol<ed ..t.athor tho Dqartaant of .Avl- V 
clllture wollld be coed couch to aooht , aa vlth ailJI: proc!Dch, 1a .-~<lac 
tho necuea..,-~ ... to. It oo the ~ont .,.. ..,tborlsed to oo .. 
aUIIlcate t.aedlatal;r t<> \ba Pacl<ara Inati tuto, or to the appropriate lao 
duatey ropreoctation, all offer 'b;r U.. Br lUob M1111ot..,- to lJQT 9,000 lOJIC 
tono ot refillo4 lard, pacl<o4 2/28' o, at a price, ooat IUld trolsbt 1JIIlto4 
l~o11, oqlllftl.ont to tho Jomo 12 Chi<:$&0 price, for prc10pt oblpoaant 11a 
Montreal. Tho Milllot..,- rootrlctad 1 to otter to on a or 110re of tho tollc,... 
ills bra~~dat Svltt' o, .....,....., o, llatelq' a, 8incle.lr1 o, lillC&II 1 o, Earrioo11 1 o, 
ll&tblo, Eoraol' •· Norell'•· IUld YUoon'•· !he MilliotZOT vlll loan it to 
illdllot..,- to work out ttUCb allocatioDO ••111: t~oalno u IIIQ' be doo1ro4. 
!he Mllllot..,- aloo wcc-oto4 \bat tho 'ba.ol.aooo be handled throucb tho 
retpectin pacl<aro' ~lob IICOilh on a ao,._e-iooion baolo, the -canto 
to cet thelr oo.Uoaion VMR the lard 1o dlotrl'ba.to4. 
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IIUIEAU OF FOIWGH AND DOitCSTIC _;as 
omcc or 'l'ltl DIIIIC'I'OII 

l'or 

June 13, 1940 

Boa. BeDZ7 11orcentba11, Jr . 
S.cret.u7 of tba Tr•••ll17· 

Sent et tba roq ... ot of llr. 
Nobl•, Under S.cret.ery of 
Ca.aarce. 

>To--.~. r~ 
J ... a 11. Iounc, 
D1rector. 

I 

• 
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22872 
••••·c~ 

iiHiiiB OF IIII'J'DI ft.UU •DQ!•!Dt&llla 111:1 llel.d at U.. ,6frU toW -
bl7 wtll t z l aJ plto U.. ..tn-1 -u. ~ .. , u to...._ 
- IDil ~ .... ..n.r lq 10, to t.bo ~ .... lelp•, 
~ ~ eKpWt wl- llctli .. aot ' I .... ~ 1 ... 

eldz to to u.. .lU..tAd ...,u, aaw lLwt pl'1-u;, ........ ~ • 
J dm la t;n6o to J.t.la Allllriea., ~ omasee ... . 
1. Sl1<lrp cll'clp ill -.porW to LR ODuatria u4 _,tia....S ..U 

aldpMnto to~ lllnpe. P1miJM tnole u-s.-.... 

(!m's...~do! ,!:!> 
~ 1.2 .1 .0 -- s.s .s .0 
8oooode 9.0 :l,1 2.1 
Pial.-! 4.6 •• )J 

lelp• 4.4 4-:l 1.9 
lftber~ 7.6 4. 6 1J 

2, E~cporW to .u.u .. 1a toto Mcllaeci •lisht.l.J'. loeJ'&e ciMll.Me 
to rra- ... ..Utod 11 n lfdoa ~t ottooet 111 tn....-... to Cen.o.d& 
.... ......u.. 

S).O 
44-S 

.., • .,, to to a....sa t.u ott to t.s .uu.,., llr&elT •• 
bll..1ew, bMn8a ... i& l l N ~ ... ~e'tl•ll7 e11wfnaW 

'"LM1• purebadAc 1a th1.e -tzr· !:r.d4l to I~ 111 Ia> lalt 
-th u a --.1 ~ t4 wi ll S..,, 

9.1 
10.1 

6.o o.s 
'·' 12.6 
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)'f'l!'•r- 11-r•lt'•ll rr I {I( 
1 ••11 1~ tl}~: _I}, 1fl lll't I - -- -- - ' 

t 
• 

~~~~:(i) 'ji[!ii~!j; :i~ ttft :a ~ t!trttc :a 1~1 
·'1ili' l'l:li~-,,,I(J, I ftffr!i~1 'li -, 

' . "' 
~ 
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ODe .t U.. fw qr1.011ltar&l n.pl.N to ~ t.prOYr rrt 1n llq 

aa 1.-t totou., llbiob l..urrrlled hoa $2.2 to $).9 a ! !l!cw .._ 

u.. ~ or l.arp pqrcbaMo _, u. lh1 ted nn,cso.. Ill~ 

trl.ol. ~e>t.a to - p1.u •ere oontin..S lcrpl;r to the toll-­

I.J>c 1~. 

~ 

IraD ad s~ .... m l'roc!uct.a 
J.u-toe, h.rt.a &Dd Aoc ... a.rt ... 
7w 1 c r' '"78 &Dd Jl\DIJ.n\111 
0...1al Speo.J.alU.. 

.A'f1Alu- GeaoJ..ine 
lltw.'nO'\a Coal. 

32.6 
19.5 
J.s 
2.9 
o.s 
s.J 

.)S. 9 
21.4 
4.4 
J .7 
) .0 
8. 5 

+ ' ·' + 1.9 
+ 0.9 
+ 0.8 
+ 2. 8 
+ :J.2 

S!CJ!IFICAIICEr 111t.h tlw exoepu- of b1WIW>oua c:oel ~ led' 

to'bn-, t1w ~ p.ino llot..s • lone ,..... 1n oocwodltt.e wbicb 

baft been at h1ch l ....U• s inoe U.. ~ of U.. ..r. n. 

~t taot 1a n t.n. that ou- ..-J.t1ea 1\ald ·~ 1n 

u.. r- of u. ~ of e<ldit1oD&l P.Uro_., ..... ~c<>t.a, _ ,_ of 

1nerealled .s-..<1 aa-Mn. 

CLOSIIIC OF !1!1 ~ Am to AIIC!rlO<D " lire. vil.l ,.tori.ol.lT 

curtaU. tft4e • b141l 1n 19.39 aftl'aC..S allloat t9 alllica _,~, ODd 

1n r-t. _,tboo _, t.booa $1.5 wl I H oa. IDC>llld.inlr C.Otr.l ZUI'ope, 

ro01 n7 r..s t.hrauch t1>11 lle<l1tArrM-, -.Jtes t.be total pHaillle 

leN hoa - t -tba' abi-ta ~ thN> t25 aill10D. 'I'M tol-

J.-s..c '""!.UN lDdie>ate \be 1ndustd .. t.N.t w1ll ba rd'ntrMl)' 

aft ...ted 1n tba I H ot.a future. 

lllparto to llediterran- Collntr1ao 1n 19.39• 

I tal)', ar-, YUcoalaTia , 1\Jniat.a, 

.ua-ta. !~abo)', hloaU..., lcapt, ODd 

8,Jrla. 

!law Cot-
lletola ODd 1'1.-oduot.a 

kcb1nlll7 
...,,_ aad Truaka 
,._,_ 1'1.-oduot.a 

a-iCIO.la 
.t.ll Ot.bar C I l1 t1aa 

mTJI, 

19 . , 
14.6 
2.6 
0 .) 

1.3. 7 
1.5 

J.l ,..9 
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~ ..U.. * IMMtw: .... ill...... ' ._.,,, 
- liiUI ~ ~.~ • .,.n ~ -"-• ill ta u.. ........ -.....u filii 1-.- ........ " 1 .. 

t 

210 

Regraded Unclassified



!lenynl• Co"""-' ro~aHoro 1-t U..ir do51NI t.o C<onc .. .l • . o oci!IJ'C 1~1 or 
u.rcha.-.d.1se on L •• e lr • ~~vu !an "eort.ed t..O t.~ pr ao:..i oe ot oou­
LinoUn& 1.0 .U..J>laT &M.1e.loo 1.n U.. .- w1ndowa wl\lch ....,. .....u,y 
no ~er oa n .lo . .l.o a n&l.o, a .....U. r.oLioe •• J>Uced iD U. 
eor-..ar o! oucb a .lndowe, in41caUn;: \.hA Lila ubib11.ed o.M.ic.lu aero 
not. tcr aale; 11 1 rA c.&.~ea , lal;e.l.e • sold'" wer. ac.t.ac,ned t..o auh 
~t.ielee u rotr 1(.er at. r a, • l eclr·lcal. a\ ov.., e\.c . , which were aol.d 
.,..~ J.n L:o tire~ on~ha ot U.o lflU' 1111d olneo ~or. ban - pr u­
UcU.ly w.ob~oir...t>lo . ln order .o J>roven• ul.aloedl.nr ~o pubJ.1c, 
'l.l10 " .... cono...i c l.ii"'up tor .\o t.all Tra.d.e" hu i a• uod 1nat.ruct.lona \.0 t.he 
orteel t.hai. show • lnd"" d l.ar b.ro ""'1 conl.&in only ouch non-r&tionecl 
sooc~.> .. are otre r..s t or oa.lo y u.. ... t.&.Uo r . n baa Al.oo t orbidl:len 
UICCI t.o "Ark 11Xh1b1led &M.icloo •1~ lAba.lo l.le.U"in!: t.ho 1noer1pL1oa 
": alt" o: ~ .~ .pla. " 

~~ Tho a-..U10rltie 1 &ro ev14e.n~l,y dlolur ed &. I>UL "llo o!toc • o! U. 
olio~, o~ .-n.ain u aenU&l c~Llea on \.be ""'raJ.• o! U. rs.,;..­
ln.; ! orcea iD ::.. ina. Tho ... uaro 1.1 • .laLer, upcxo ro\.urn !ran a Vip 
LO :~1r.:>, baa reea:..,.n >'Jec! \.1\QL l.bo uove,_..,, t.Uo a \.epa \.o d .-pel 
tho .... ,., ... or CD- 1Lt • ;Or\.&gea . II• &.lao ace>aed \.bs praaa o! 
"""iPr&LI.nt! acLUA.l oondiLiono. ~ceorcUn0 t.o our ropo.t1. o! JI.V 1., 
t..n• c:o::codll.J a.~or-t.~l N"' •-ora acut.e t..t".tUt t.be)' nro aix .aon t.ha 

Aft'O • Bo~il.nin.: : . .., .l t ho oul.,; rico &Y~ble 1.n Tokyo 1o LhaL 
cont.a1n1nc a b. poroonL cl.tt.uro ot o. roreiol o>roducl.. l.at.cbe o &l>d 
ou.ru zu .. d.tticuh 1.0 bt.o.in or.d t.hel'l .lo .1 .;J'e"· acucUy o! eh&r­
co:U.., wnich 1a a YW'Y eiMHt.1&l cc.aaodit.l 1rl \.he J apan• s• bo\I..Mhol.d. . 

Trade repot1.• lr•U.ca\.o • L Uoo. e 1a " oc.>ro11.J ~r U. ~nod opocia.l 
clAal.a ., p it; 1ro , c.r&"' 1.1-on , norr-rer~ ~t.Alu, :._u;:;,e.r., t ert.Ulau a , 
eb.aical aa.lL, ..._ tn. ... l.rial. "''"·I""'"' · iD ( ..., .. , t.boro 1o a • lOr\.&,'0 
or - •t or Lbo U..ortan~ r .., Da:.Orua w11.l. Lba .....,.,.l.iul ot COLI.On, 

""l.ch b ~Yo.llac.lo 1. ~·;ol• <IU&r.~11.loa owin• t- Lho , aller 14oplod ~~ 
.\i!lerlcan coi.Lon u;por\.oro 1.n o:.<l.cndlr.,. llber&l crodit.o t o J a.p&n . 

~· .lceordi.nc to a 0\.a~l. """" by a l.&1.Y1an ortlc tal >c our ~ 1tohLu, 
~ho countrr 1o n,p1dJ.,r .. >tor in• & per ioJ o l ocon""'lc • t.:·&n, uin1on , 
ooinJ; LO l.ho ! oct ~1>&1. nor Lr.U:. 1 1 roel r l"l.>d >l.""ot on1.1rely to 
IA.r:w>y one! u .. -OYieL Un l o •• , l.nd ie dcr.o ;..rlr.dr-<oll./ oo a OU'\.er 

....a.~iJ . Un.!er t..t.c c:lrcwu .. .l.C.ceJ ., :or•l.u· 4.i.C.'l4rll,-·•, e .rar~ l! 11.. cofool.d 
be obl.aJ.oed troa a ccun~ry U:.e . ... Jan, o01l.l4 no ~ .,. or ~ 
uao , ol..nce l.&t.• ta 1\u N> r &ciJ.1Uaa rcr caltln. ;......-. iD Lboo r.... 
ucbm.ge coant.riea . G&r-..D.£¥, &ec ordl..& 1.0 Un at.ou.--.nl., lA ao 
l~r 1,g a ;;oaHi <>n to IJ&)oo IIZI1 o.xpor\.a or co~•leo oonLo.1.ni..Dc 
tc.por..ect r • a.at.e r l.al..a , whll• t.he .....ov!At. l.~.!.on doea aot.. s.- t.o be 
int or on od 1.n obt.&i L~ &<!d.llian..l !c>co• n .....,l>al1;le. 

llw-oau o! Yoroi &71 and :loooootlc c-roe, 
Juno 12, 1940. 

• 
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(19216 •100) 

ll1 cc=-1U.. o\bu' t-. 1 

77.8 I 77.4 I 

f:/1.8 I 64.7 I 

70.8 I 70., I 

tara ~ - r-. .1 10.6 1 10.4 • &2.4 1 sa., • &1.4 • 
11~- 1.8a\Mr ~.1 92.8 I 92o6 I 91oJ I 100.~ 1 99.6 I 

'-'1.le pr~ • • • • • • I 64.9 0 f:/1 .,4 I 71.4 t 72.2 t 71.9 t 

PlooJ. 11114 llgbtJ.Ac ~I 7Jo9 I '7).2 I 74.1 I 72o) I 72.2 t 

le~ ad ..w.1 prc>cluGw. 0 1 9).5 t 9)0 , I 94-9 I 94o7 I 94-1 I 

··114 1 .. .. t.eriala •••• ·' ., •• ' 89.7 t 9().7 • 92., t 92.1 • 
Cba!Nlo • aJ.l.t.d ~· (1) I (1) I (1) I 76.6 t 76.4 t 

Jloou ... t'Uraillhi.Dg IQ04a. • 1 86.9 t 87.0 I 17.1 I 89o9 I l9o9 t 

11aoe1J ·zr~ • • • • • • •' 7).6 t 7).1 t 76.,1 t 76.9 1 77.0 1 

.... •terl.el8 • • • • • • • 

...,.,,.~ .n.1..el.ee 
F1A1•bed. ~ • • • • • 

I 

•' f:l1o9 t 66.2 t 7)o0 I 

• t 74.2 I 74.,4 t 82o0 t 

• • ?9.1 • 79 •. ) • &2.) t 

71.4 I 70.7 I 

78.0 I 77.7 I 

81.1 I 10.9 I 

lll2rN>l ot Labor 8W.U.Uco, D. s . ~Mparta•t of Labor. 

2.4 
6.4 
4-8 

u 
7.) 
7.5 

- 2.J 
1.4 
2.6 
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J.S 
9.2 ,.7 
2.5 
7.6 
6.7 

I - 1.,4 
1.4 
2.7 

'·' '·' 
6.8 
4-4 
2.0 

Regraded Unclassified



213 
= ••w•a mea .a. 

• 1tJ9 • ~ 

Mtr • -- • • • 
• 6-.14 .......... -..u ,6-., • I* l.l 

• • 
Ill • »Ill l.l • u 1/1 'Ul/a 

• • • • .. ... J.OJ 
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• (..U.. pow ..- .., t (Gone ;... paoM) 

19"• 
1-.U -.a 14-79 a.aJ6 ....... •• a u.61 ~ 
.......... 19 1 a. a W-2$ ~ ...... , I a. a I .. ,. a.J;J6 

• 
lMt 

t 

1-.4 a. a t ll.,. a.aa 
1-.11 a.a 1t.l'F a.aa 

' 

)/ ......s vpoa • ..._.... t or 1INU u. -' Y&ll4o' rw ... I!DII t,_., 
ira a\ .,.,. • .,, ,_.,.,_,_,,., JMtt~, Y&114o' ... a--. ira 

·~ Qt•d rtt. 

J/ .......... •• 1 -.,. MlU., -'-1 ,.ooV.U.. a\ PU~ 
,.,,,..,,..,., - Qd ..... 

Jl ........... 8\Ml taan, ~. t.ll pl&-, w:tn, ....u., lo1eek ~ • 

.....U.., .......,,, .. ~· !Mee pnla1te 1op: ••' '' .,_..t 

., .. tal ............ 

..... !Mba .... 
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TREASURY D EPARTMENT 

INTER..OF"FICK CONNUNICATIO N 

DATt June 1) , 1940 

TO Seoretar~ntbau 

Mr. BAa~. "'""' 
SubJect: Railroad freight move-.nt tor export. 

Reoeiota of f ralght for exoort at New York 1n the week 

ended Junel5 held near to the high level of the previoue 

week, totalling 4,SSS care. Receipte at 9 other North 

Atlantic porte decli ned by more than the prev1oue week's 

gain to a total of 1,698 care. (See Chart 1 and table at­

tached. ) Freight r eceipts at porte last week may bave been 

affected by the Ka~rial Day holiday in the prevloue week, 

which eharply r educed f rei ght loading&. 

The increased 

to 4,871 the Tol-

ume of receipt& . tendency of to pile 

uo in New York, which wae noticeable laat week, 1e therefore 

no longer apparent. The volume of lighter&ge freight in 

storage and on band t or unloading in New York harbor now 

equals 8,4o) cara1 
an incr ease of only 19 oare ae compared 

with laet week. 1See Chart 3.) 
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Week ended 
19~0 

RECEIPTS OF FREIGHT FOR EXPORT AT NEW YORK 
AND AT 9 OTHER NORTH ATLANTIC PORTS 

216 

9 ot her North 
New York !/ Atlantic porte g/ Tot al 

January 6 
(------- ----- In carloads -----------) 
~.ooo 1, 251 5,251 

January 13 
January 20 

~.0~6 1.~33 5,489 
4,0 0 1,557 g,617 

January 

l"ftbruary 
February 
February 
February 

Haroh 2 
March 9 
March 16 
March 23 
March 30 

April 6 
April 13 
April 20 
April 27 

l·tay 4 
Hay 11 
Ma,y 18 
Ha,y 25 

June 1 
June 8 

!/ Source: 

g_/ Source: 

27 4. 389 1 ,825 ,214 

3 4,274 1,498 ~· 772 10 4,614 1,~90 ,207 

~4 ~.97 l,6g7 ~,611 
. 550 1, 7 ,217 

~.577 2,~ 6,965 
,059 2, 6,507 

4,072 1,845 g·~l7 4,424 2,033 ·~7 4,150 1,492 5. 2 

3.979 l,5gl 5.530 
~,957 1,8 6 5,823 
4'l~g 1,5~7 5.690 

.3 1,2 8 5.594 

4 ,255 l,g22 5.477 
~:I~3 1, 19 5, 12 

l,58g ~·l48 4,7~ 1,82 • 20 

~,071 2,361 
,888 1,698 

l·432 
,!;86 

General l'.anagera' Aaaoc1at1on or New York, Dally 
Re port or Oper a ting Condit i one in New York Harbor . 

Association or American Rai lroads, Car Servloe 
Division, Report of Carload Freight tor Er port 
and Coastal Vessel l~ovelllent. Includes Searsport, 
Portland, Boston, ProvidPnce, Ph1laclel oh1a, 
Cheater, Wilmingt on, Del . , Balti more, and Norfolk 
(or Hampton Roads). 
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TREASURY DEPARTMENT 
220 

INTER Ol'l'ICI: COMMUNICATION 

DATO: ,r,.,.. lJ, 19lto 

TO Sooretar,r Morc-othau 

STRICTLY CONFIDENTIAL Mr. Coctu.A 

Mr. lluuell Letti.Jipell Tia1\e4 vltb. • tb.lo IIOrAillc llbile w.ltillc to be ro­
ce1n4 b:r tha Seorot&J7 of tb.e 'l'r .. •UJ7• • -.,b.eo1oe4 to • · •• I \1114erotu4 b.e 
b.e4 aarlhr ..U olaar to Mr. Bell, b.lo vUli.Dpen to be of ""'7 po oolble oerTloe 
to tho 0oTO ..... At 1A 'Waahi:llctoD, aJl4 partlftlarl;r tO tha 'l'r .. OUJ7, 4urillc tha 
crhh Yb1ob. hao DOW COM, 

lA 41ocuoillc tha caeral outlook, Mr. Lettiacwll -Hou4 tb.et llbile tha 
Johaooa aa4 lleutrallt;r LeVI a!Dlt be coaoi.Uro4 •• \1114eo1rable at preuat ellloe 
tha:r ball our forMr Alllee troa oontraotiac lOIIIIe 1A tb.lo couatJ7 to flcbt 
a.......,., the Tal,.. ot a bropHJ>C nch law V01ll4 be 1a a larp UCl"H pa;rcholoctoal. 
o1Dce the llev York •rat ia oo atra14 of the I\IJ'opMA olt uaHo• that tbero voul4 
be ao poulbUlt:r at preoeat ot floatillc loau hero tor the .Ul1e4 countr181 . 
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TREASURY DEPARTMENT 

INT ER OFI'lCE COMMUNICATION 

DATI: Ju:lo 1} , 19110 , 

TO :ecretr..r:1 r:orgcnthnu 

PftOM !-:r . Cocl'-.rPn 
STRICTlY CONFIDENTIAl 

::r . lcro:: - 3e&uliea telephone~ oe f r om Now York rt l ? noon !oaay. He ~talced 

11 t.ho 're.aaury '-'BI takinG: any steps toward f r cf!r:in.,. OilrCPn asset$ 1a t l':i s cOW)t.r y , 
: ~~• rr~ 1n the ne~atlve . l er oy-Eeaulleu atate4 that he t~d r.~~rd t he oueat i on 
1 C".lltt.i by some newm.rper neo'Ple l n !:w Yor;c who thou. ;..'lt t hat tueh a cO\"O could 
Dtai ly be bftted on the ~o~ t t& t tCe uae o! '•~~ f~da for possible tAbot~r.• 

in t -.h e~u:1try vo·.al.d be ~erous t1) OiU' M tlocal de! cnse o rogre.::. I t old hb tbnt 
t .. f' :'rtf-tUJ"Y hrd not ~;e::.t l~ne.d er .. v 1lOta1'tlllty o! !r~e:i~ :ieroen far.ds to ~ nreaa 
o!''1C" \~l• • 

.rot three o 'cloc:'.o;: t h is l'!"terr..Jo:l , Leroy--= epulltu t.tlc.::h:.n@.:! oe e:er i n . Ee 
"' t t ;p.;' th.; t rt. tt l'..i.D.c.b with ::e'!ar a. ?cr:Clna ani :":e:\ttchler of t he !:P.t ionr.l Clt:t :=nnk , 
:.r . : r'~ l~ • httd. told htl'l i n s!r1ct c:~n!ldenet tht t ~:""tan fund!!: b.P.d been vi thdr ew 
!'roT t~e ' 7f'- tlonal City to s ..... e den the 'C ... rt rev dl)J"I , t:r. :'\ent schler u_l ,.l t he o.::lO\l.,"lt 
"'"'Jll'\ not bfl vtr 'l lrrt;e ainee ~Tmt~n de .,ot1tt •'l'i th t h t:;!l \o't:o~~ not i!!'l":lortt>..nt . Leroy-

( ~:"ul lru rt"ferrt~~d. to n or cts story \'th lch au: · er tod t tot ""O"aib111t7 of !ree:ln« !'u.nda 
'" othrr l'uropo:n countrie s , l)Os•ibly lnc1uiinc t he lnvAdera , rntl tho,.';ht th~t thla 
•tory Mt"Y h:we ;~lven rir:~ to t!~c exodus of -:cr~M fu.n.ds. 

Incld.en!~lly . Lr~oy-?e~ul ieu ment io~ed t o ~o tht t he hpd ju~ t received word 
~~c~ ~rop~ ~~ct onP of his brother ~ . Yho ~~• a no1ghbor o! clne in Paris , h~d been 
"f'~n 't;; ona of hi e 11~othe-r officers to ~U.l lr. a. villt:..t;~ c:c;>tu.r-,.t by t he 1erupne. 
::o !'urt: c-r vord bns been received ns t o whct'-t:r tht "tr ot hcr Yt.t 4d.lled or tL.keD 
rhonc:-. :.,--c;,-!caulie'.l 15. to IlF-11 ce t!t"tt for ~t~ trait o! a:1 iz::.q1.:.lry tl-..rol..(;h. our 
.::lbtray i n ~erlia . 

/ 
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TREASURY DEPARTMENT 

INTER OP'P'IGII GOMMUNICAT10N 

TO Seorett.r7 ~:orgenthau 

• ..a .. llr. Cochran 
STRICTLY CONFIDENTIAL 

!3 . Loro.r-~eaulieu t elephoned me from New York ~eaterday eveni ng to lnoulre 
whether t he Treuu.ry knew the addr eu o! t ho lllnhtry of I nfo,.,.._tlon, which depart ment 
ls undorotood to haTe left Paris for the proT1neeo. I told Leroy-!eaulieu t~t t ho 
C>'blolti'IIJII of Juno 10 f r01111 l-!atthewo , which I btod mentioned t wo dllys aeo. did not r;he 
the ~ron of t ho lUDistry of I nform>' U on, but t~t lt ""' ::y recollection t hot thh 
~-d beta tbe !1rat Qinl str,, ~ecordlng to the preaa, to leave Perla for !oura. I 
tol d Loroy-!eaul i ou thet I would c0301Y with hie ro<ueot t hat I obtain fro• the Deport ­
nant ot Stnt o ~JJT Wor l:ll'.tiOn on thlo eubJoct IIDd re~ it di uetly to !~ 0 Du::.alne 
ln tho French Doha117 . 

Alter term1ILPt1n: this convcrsetion. I telephoned ?:r. LewiS Cls r'<, the ott leer 
the <t oto .D8'0r.rtment who handles the French dee'<. Mr. Cluk had no infol"lll'tlon 
re 'lJ'rd to t he whereabout. ot the ~!lniltry of InfoT1!1Atlon , but tho\lllht lt '"' ' clooe 
the l!lniotry for Foreign Affo.ira , which 11 eiturted nt ~eeh , in ~0\U'f'llft, Mr. 

volunt eer ed that most of our ::lo'bau~ neo'Ol• hr~ \eft Peri s , but thPt the 
Md perhops Secretarieo Hu.rnhy Md llar noo , to~ether >~ith the l!ilitt'-rY end 

'tlnvol Att.•ches. >~ere still in Parh. I tolenhoned tho for e<roi!lll information t o !lr , 
~~1ne • t t he French EmhooeY yesterday ovoninR. 
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INTER-OFFICE COMMUNICATION 

DATO June lJ, 194o 

TO Secret&r7 Korsentbau 

.,,,,., luo. Coc:hra11 STRI CT LY CONFI DEN TIA L 

Yeatar4q moni114, I recolored b7 mail from Mr. hoke, a cop7 of a cablell"''l 
troll tho VaticaD to ~!orpn and Compao:y 1n !lew York . In regard to to.-..J.ltioo 
r oGBX4ins the opening of a gold account with t he Federal RoGer.. Bank of 
!lev York. In accordance with the r e11ueat lllllde b:y Mr. Knoke the p rocodlng 4q, 
no r eported in ~ memorandum dated Juno 11, I took up with Mr . Livoooy ot t ho 
St,te Department , tho quoation ao to whether the Federal Rosene :Sault ot New 
York could co~cato with tho Apootolic Delegate i n Waohluston through t ho 
Department of State. I provided Mr. LlTeooy with a tllo of corrosnondenco on 
thia subJect, including tho cablegram o! June 11 and tho letter whlch tho 
!l'roaaury addressed to tho J'edoral ?.eservo :S&Dl< ot !low Yor:C under date ot Ma;y 24. 

llr. Llnaoy telephoned ae at 1:00 o'clocll:: t oday t o the ot!oct thet olneo 
tho ~atlon which had boon raised waa a polit ical one , ho had brought t ho .at­
tor t o tho attention of tho !uropean DiT1alon of tho Department of State, 
expla ini ng to that Diviaion the QADner In whlcb tho Department of Sta te bao 
recently certified to tho official otatuo of !liniltor Loudon of tho llotherlanda 
~d otherwise fnellltatod tho drawing by the Mlni1tor on the account of tho 
~etherlnndo GOTornmont Iince t ho latter waa lot up In London. V~. Livolo:y t old 
:oe t h$t ho bad now roeohod a =•morondum ai gnod b:y 1-!r. Dunn, the M.T11or t o t ho 
Socrotar,r on !uropoan Political ~atlona, which road: •It Ia tho do!inito 
opini on of the lluropo&D Divhion that thie ""'ttor ahov.ld bo h$ndlod throu.9> 
direct deal~"<!• between the Bank and tha ~atcllc Dolob$to, aa a~ated by 
t ho Vatican. 1 

At }:00 o ' clock t his aft ernoon, I r eport ed tbla ... orandum to l!r. Xnolr:e. 
lie under stood that thla do!lllitel¥ abut out any poull>Ult:y of hla co=l catlllg 
wi t h t ho Apostolic Delegate through tho Depnrteont of State. It waa recalled, 
however, that tho lottor of Ma;y 24 whleh tho rreaaur:r sent to t ho 7odoral h$d 

oeon approved by tho Prea1dent,nn4 In i t tho rrenour:r definitely undertook 
• • •• to bo of any necooaar;y a ao1atanee in cbtalnins through t ho State Department 
any 1nfornat1on, authori znticna, 1netruet1ona. • 1enoturea or other doauoentc, 
lncludin& voriflcat1on or aut hont1eatlon thereof, which you car need In connec­
tlcn with t blo m.attor.• I t old 1!~. Knoke th$t t his letter bad boon approved b;y 
the Do,..,.t:>ent of State and th$t I dld not t oke t ho JOeiiiOrandiU:I aboTe quoted ao 
procld.~.q co=icat1on with tho Vatl""" t broUjjj> t ho American :::.Obaao7 In R..,., 
10 long aa thlo 1a pbTalcall7 possible. I told l!r. Xnoko th$t 1t ho doalrod t o 
ccacunicate any .. ,,ft€0 to t ho Vat i can through our dlploCiatic ehnnnolo rather 
than work directl¥ with the Apostolic Delepto 11> \'aahlnt;tcn, I would aolr: tho 
State Dopnrte~ent to forward the ""'"811&" to J.mbaoaador Phlll ipo at Roao for fur­
thor tranomlou1on. Xnoko pronlaod to lot CIO knew lnt er of hla dee1reo . 
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TREASURY DEPARTMENT 

INTER OI'I'ICK CONNUNICATION 

DAT& J ..... l J, l91io 

PROM llr, OO<J!uoU STRICTLY CONFIOENTIA~ 
~. Hported a oo'llP1& of d&T• ace,' Mr. I:Dob cOIIf1rM4. thia ne~>illc that tb&re 

bad b&aa a 4:rop l.a .,... well: of $20,000,000 l.a Ual iall twldo Oil t .b& • .., Ton: • rbt. 
Of t b.h ..,1111t apprcxt.t•ll' $1J ,OOO,OOO Wilt l.a\0 AMrio&a ,..,.....iuoe, prl.ac1pal1T 
Uait &d Stat .. GoY&rllMilt 'bolide, f or tb.e acoc1111t o t t b& Ital1&A ltmb&np IuU tue. 
Ot t b& b&l.aAce , eo .. $6,000,000 wre traaeferr.d to ~ceatl.ae , Svi11 &Ad AMr1o&& 
,...,, lA tb.e latter oatacorT wre two tr&llefara , ou ot $1,000,000 frca aa 
acco=t witb. tb& Cl>ao• - ill hw Ton: t o aa acc01111t vitb. t b& ChaH - 1a 
'''"•pi, &Ad a e1a1l&r traaefer ot $1,000, 000 trca aa acc01111t vi\b. the kUoaal 
CUT l.a ... York \0 &a &ocCTOJlt vi\b. \ be .. UoA&l OUT 1a Sbeap1. 1'b.e l..lprelllOII 
111 ••• York 1a tbet \hie t...UilGT to redliO& Itali&ll hA4o •T refiect eo• fear 
of tbe ext&llelOII of tb& !re&aVT' • tre&~illc &TOt•• to illcl...S. Ual;r. 

!be kUou.l 01\T. llul: reported t hat tbe lluk of kp1&1 •• tOd&T vitb.dr&.,... 
1ac $200, 000 l.a •• u bilb. 

On Jue 10 tbe B&aco eo-rciale Italiallo drew a cbeok for $250,000 for oaeb. 

on tbe Ob&oa - · 
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INTER..OFFICE COMMUNICATION 

DATC J UDO 13, 1940 

TO Secretary !lorpntbau. 

CONf IDENTIAL 
~""" llr, Cochran 

'ftle !orol.cl> oxcl>&D.p .arat waa quie t t~. Storlie& ope~~ed at 3.74,ono 
cont lower than laot n1ch\ 1o clooo. .lttor oxperloodoc ainor !luctnatlo~>a 1D 
tho •omlng, 1t rocodod 4ur1ng tho anornoon and roaobo4 a l ow of 3.?0 Jlllt 
bot oro tho clooe . Tho final quotation wao 3. ?1. 

Salu or opot otorllnc 'Q1 tho oix reporting 'baaiD totaled '-423 ,000, troe 
tho following oourcoo: 

Purcha.oeo of opot otorllnc uountod to '-404,000, ao 1n41cotod boloor: 

!;y c:oanerc1&1 eoncerna • ... ....... . .......•......•. .......•. . 1.281,000 
I!;( forolgn 'baaiD (bropo, J'ar Eaot and SCNth AMrlco) ....... l-123

1
000 

~otal ••.•• l-404,000 

There wero no reporte d oaloo of otorllng to tho Jr1t1oh Control on tho 
hloh or tho oft1c1al rato of 4.()2,-1/2. 

Spot otorllng 1n tho aaDUDt or :1.6,000 wao :pu.rchaood troa tho Brlthh COD­
t r ol at the official reto of 4.C3-l/2 '117 tho !ollowinc hanlca: 

, 

'-4,000 b:r tho c;........,ty h'uat Co•~ (tor rubber) 
2 1000 '117 tho l3&.alt or llanhattan (tor rubber) 

1.6,000 'l'ot&l 

D..,dOJli""Dto 1n tho othor cu:r:roncieo wero ao tollowo: 

'ftlo J"roncb franc' o aoTOaent wao o1a1lar to that or oterl1ng. It 
cloood at , 021?. Tho relat1o110hip botooon tho franc and t ho pound 
exper ienced little chance todq, and tho final crooo rat• wao 171.00 
franco per pound. lloot or tho :rateo qnotod t or tho franc 'O'Ire apln of 
a noainal character. 

!be Sorbo !ran<> wao otoad;r and cloood at .2243. 

'l'bo C&na41an dollar, which ia:pr<>"d to 19-3/4(. 41ocount 711to:r4oi;r 
afternoon, experienced another oli&bt pln to4&7. It clooad at 19-1/2(.. 

'l'bo lira and relcbo•rlt reaalnod otatlonary at ,0505 and . 4000 

reopoct1'"17· 
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Tho Cuban p .. o illpro••d ol~~~ ~o a diec01111~ of 10-6/16'/o. 

Tho lln:i..,. peao conti..,.d to ahow a !ira tendency, with tho 'bid price 
aOYi Dg Up ~0 ,1923 froa 7 .. terc!q0 a quotation Of .1818, The Offered price 
re•lued on•haocod a t ,:/1000, Tho llw Torll: banll:e reported that YOrT ll~tlo 
lN.ainooo l .n ~bla currency waa ~raoaactod here, and that thai r quo~ationo 
wore •1Dl7 4ar1nd troa ratao recolnd troa llexico Ctt7. 

'fe pu.rc:ba.aed $600,000 In gold fro• tho oaru.rl<od acc01111t of tho Central 
l!8nk ot Vontsuela. 

The State Dopartaont f orwarded to u.o a cable atatint: t hat tho followl nc 
ahlpaonto of gold were aado !roa ~ngland, tor aalo to tho U. S. £ea., o!!lco at 
Nn York: 

$349,000 abl:ppod 'b7 S..O.o1 llontagu & Co., I.on4oo, ~o tho Ceotral He.nonr !&Dit 
&lid '!rut COIIJ'OIIl', lin Torll:. 

228 ,000 ahi:ppod 'b7 tho Cbooo llatlonal Bank, London , ~o Ita bead office at 
llow Torll:. 

$477 , 000 Total. 

Since there wao a hollc!q in Boa~ toc!q, no quot ation• tor gol d or o1lnr 
wert rece1Ted from that center. 

In London the prlcoa fixed tor apot &lid forward o11YOr 'both 4acl1nod 1/84 
to 23-3/Sd and 21-3/44 roapoct1nl7. The u.s. oquiYalt nh were 42. 50; &Jid 39.541. 

Baney and Hanan' o oottlo .. nt price f or foro teD oUnr w ... unc:Juo.aced at 
:JI¥. Tho heuur)' purchaao pri ce for foreign ollnr waa aloo un~d e.t ~. 

1'here were ao p.ll"chuta of cUTer •de 'tv u t od&7. 

1'oc!q'o preoo carried reporh fro• 'loll;ro and London tba~ Great Britain and 
Japan bad reached an acreo .. nt which Incl uded dhpoaltion of tho oilnr otorod 
tlve yoaro ago In tho Brltiah Conceaslon of Japanooo-occuplod T1onh1n f or tho 
Chlnooo Go•ornment. It wao underotood that about $400,000 worth of thla oil'rlr 
would 'be uood for tho purcbaoo ot C.-dian and .l.uatrallan whoa~ t o be dhtrl'butod 
through an 1Dternat1ona1 co,... halon to llorth China flood outforera, tho balance 
or tho ollnr being Ol&lld in !1onto1D. Tho ropor~o differ .. to tho total .... 1 ... 
ot tho ol l'rer - tho !oll;ro and London dhpetchoo aont1on1ng $12,000,000 &Dd 
$3,400,000 reopecti'rllT· llo official confll'\Mtlon of tho Br1t1ah..Japanoao accord 
baa 70t boon reco1YOd ~ tho 'lrouUrT· 
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J!r. ""'urn~r 

!'r . ··:'\~• 
NTER·OFFlCE COMMUNICATION 

DATE June 1)1 19l!o 

To Secretary Horgentha.u 

• oo M Mr, Haa_;#· 
Cubject : Current Developments in the Hi gh-gr ade Security l~arkete ; 

Adjustment of t he Ilarkot to the New Issue 

(1) United States Government securities rose aha.ryly on 
Tuesday and ;~edneede.y , t'ollo,ing a period or stability, 
Government security prices and stock n r1ces have moved 
in sympathy during the current cri sis, in contrast to 
their behavior l ast September. During the recent 
period or stability 3 to 5 year no t es were relatively 
weak (Chart I) . This was nrobably due to t he general 
expectation that the aupply or secur iti es of t his 
maturity class woul d be increased by the i s suance o! 
national defense bonos and by the June financing . 

( 2 ) 

(3 ) 

The average yiel d of long- term Treasury bonds wa• 
2, 42 percent at yesterday ' s clo~s as compar ed with a 
crisis high of 2 . 49 percent. Hl~h-grade corporate 
bonds did not improve in yield on TuesclaY and ·.iednesde.y 
as did Treasury bonds (Chart II) . 

The p rice of the maturing 3- 3/3 oeroent bonds rose 
10/32 on Tuesday, reflecting the aatiefac t ion o r t he 
market with the exchange offer (Chart III). The new 
note i e &ill selli ng at a considera bly hi~her yield 
t han adjacent outstanding i ssues (Chart IV). 

Italian dollar bonds fell sharply on I tslr ' s entrance 
into the wPr on Monday, but have s ince staged a nartial 
rally. Gero~n dollar bond& have followed a parallel 
oourae (Char t V) . 

I 
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Secretary Korgentb&u - 2 

I . D011ut1o Beouri ty MarkeU 

The United Btatee eeouritl market roee eharply yester­day (Wedneeday) aoooapanied by a eubet&ntia1 r1ee in the etoalt aarket. The riee in the OoYer~ent eeour1ty market (23/32 for bonds with oYer 15 yeare to oall) vae the greateet on an1 day einoe October 17, and that of the etoalt market (5.~9 pointe for the Dow-Jonee induetriale) vae the greateet for any day e1nce Bepteaber 5· OoYernaent bonde and atooke are thue oontinuiJ18 the eympathetio moYeaent which they haYe been following during the entire current crisis. Th1e ia in sharp oontraet to their quite opposite behaYior at the outbreak of war laet September. 
The stoalt market fell rapidly from the ooamsnoement of the inYasion of the Low Countriel tbrough May 2~, when the Dow-Jones industrial• oloeed at 113. 9~. Bstween then and ths olOH on Monday, June 10 , the Dow-Jonee induetriale fell only an a441tiona1 2.10 pointe to 111. 84. On fQeeday and Wednesday of th1e week, thel roae a total of 9. 62 pointe to 121.~. 81a1l&rlJ, 1ong..tera Treaeurr bonde, after deol1niJ18 rapidly tbrougb ~ 2~, loet only an additional 1/32 between then and Xondar'a close. On Tuesday and Wedneeda:r they roee a total of 1- 3/32 pointe. 

During the period in wh1oh the price of lOJ18-tera Treae­ury bonde wae continuing relatiYely stable, there wae ooneider­ab1e we&ltneee in the 3 to 5 year notee. Th11 wea.ltnees wae probably due in part to the proepectiYe increase in the eupply of eecuritiee of th1e aaturity olaes due to the propoeed national defenee bonde, and in part to the growing belief of the aarket that the June financing would aleo fall in th1e maturity r&JI88• Th1e wealtneae in the 3 to 5 :rear notes ie brought out in Chart I and in the following table, showing th~ price ohangee of United Btatea asouritiea, by maturity olaesee, for the period f roa Ma7 25 through June 10, and for Tueed&y and Wedneeday of th1e weelt: 

!Co tee 
--r"- 3 yeare 

3 - 5 reara 
Bonds 
---;-- 15 reare to call 

15 yeare and oYer to oal.1 

+ .02 
- .09 

- . 03 .ol 

+ . 01 
+ .05 

+ . 25 
+1. 03 
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Seoret&r7 Morgentb&u - 3 

High- grade corporate bonde t ollowed eubatantiall7 the 
aame ooura~ aa long- term Traaeur7 bonda during the greater 

~2S 

part ot ori but have not riaen with Treasury bonda 
th1a Our average or the yield or hig~crada 
oorporo.te at 2, 98 percent on Wedneaday ' & close, 
ae compared with a crisis hi gh ot 3 , 00 percent. The average 
yield ot long-term Treasury bonds on Wednesday ' s close was 
2 . ~2 percent, as compared with a crisis h.igb ot 2. 49 percent, 

II. AdJustment ot the Market to the New Note Offering 

The price or t he maturing 3- 3/g percent bonds rose 
10/32 on Tueeda7, reflecting the eatietaoti on ot the market 
wi t.h the pt~r-tor-par exchange otter i nto 1 percent , 3-1/4 year 
notea (Chart III) . The grou pri ce or the maturing bonde had 
been deoilnlng gradually ainoe the break which accompanied 
t he invaa1on or the Low Countriee. Moat or the decline, how­
ever, represented the decrease i n i nterest still to accrue t o 
June 15, as is indicated by the tact that the excess ot the 
bid price over a zero yield (or •rigbte• value) held tairl7 
atendy du.ring thie per1o)1. Upon the expir7 of t he exchange 
privilege the price of the bonds, of course, dropped abruptl7 
to par, 

The market was evidently taken somewhat by surprise by 
tho new offering. This ie ehovn both by the eharp rise in 
the price of the •rigbt e• end b7 the decline i n early trading 
ot 6/32 each in the prices of the two outstanding Treasury 
notea ot adJacent maturitiea. At the olo ee on Wedneada7, 
June 12, the new note wae ot1ll aelli ng oonsi derabl7 out ot 
line on the downsi de. Thla ie indicated in Chart IV, which 
shows that the 7leld of the new note 11 oonelderabi7 higher 
than that of adjacent outatanding Tr&fta~ notes. 

Chart IV also above, t or purposes ot odmparieon, the 
Tielda or Trea~ notes OD April 8 , o.t t he eve of the 
Scandinavian invaaion. Dur ing the i nt ervening period the 
7ield on the longeat note baa increased by . 37 percent , while 
the number of issues selling at negative yield& has been 
reduced trom t ive t o three. 

III. Foreign Government Dollar Seour1t1es 

Italian 7_peroent dollar bonde, due in 1951, declined 
tour pointe to }C on Monda7, the da7 or Italr'• entry into 
the war, Geraan 5-1/2 ' • ot 1965 loet 1-1/2 pointa on that day. 
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Seoret&r7 Uorgenthau - 4 

The dollar bonds or Canada, Australia, and Japan, on the other 
hand, remained ra1r1y stable on llonday. Italian, German, and 
Canadian bonds showed strength yesterday (Chart V). 

An i iD"Oresslon or the erreot or the war uoon the dollar 
bonds or roreigh belligerent countries may be obtained rrom 
the chart, whlch carries the price quotatlona back to July l, 
1939 , on a weekly basis. Considerable diversity or experi­
ence i s revealed. Thus the Japanese issue shown on the chart 
le now above the level or last summer, while the Australian 
1aeue has rallen rrom around 95 to about 4o in the aame 
oeriod. German bonds rose during moat or the epr1ng and on 
June 1 were selling slightly higher than berore the outbreak 
or t he war. Since t he rirst or June they have rallen back 
rather sharply but are et111 a round their levels or l ate Anr11. 

Attachments 

• 
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THC WHITC HOU SC 

WASHIHQTON 

June l:S , 1940. 

!l!IIOIUNDUU roR 

Tl!t SEORETARY OF THE TREASURY 

FOR YOUR Il!FORlLATlOII 

All D RETURII • 

F. D. R. 

236 

I 

' 
I 

Regraded Unclassified



.. , 'fax BU.l. 

• 

nu: WHITE H OUSE 

W.O.SHI~OTO~ 

237 

Toll ~ be 11lhr .. ~e4 in ~be 1a~e below, :Pl'<lp&re4 d ·., 

reqllea~ by Dr. Cola 1ll Cooaeroe, whiojt pree .... ta aaUaatee ot 
the axpeo1e4 ytel4 ot t.ha peDdi.JI& 1ax bill 41a~r1 'bll~e4 by lll­

cl.aaee• : 

lin !!JU1ona ot dollar•! 
:-no:ree.aea in ReYenue 1'rca: All add1-

fii4tTtd- :eorpor- UoDal 
ual :ate .. ReftllUO U" 
In-• thooae :Jixotae: ot In-

In...., Olaeeeo 'l'a:Da :Tax =1'axe• 

1111481' ·~ 0 0 u.s .6 

·~ • 1,000 l.l .s 63·7 ·1 
1,000 • 1,~ 14·7 1.o 83·3 . 8 
1,~ • 2,000 lS·3 4.2 73· 4 ·9 
2,000 • 3,000 18.9 8.6 89·5 1.0 
) ,000 • s .ooo 39·7 l6.s Sl·S 1.4 
s.ooo • 10,000 19.7 22.s 24. 6 1.4 

10,000 • lS,OOO 26.0 28.7 8.9 2.8 
l$,000 • 20,000 33·6 27.2 S·4 4·0 
20,000 .u OTU 2S7·3 81.0 15.2 S·4 

To~al 426.3 190.2 430·3 l .S 

• 

Regraded Unclassified



THE WHITE HOUSE 

WASHINGTON 

You ul<ed ae q, 1.D aeeldJ>& oe~al.D illi'oDI4t1on :relatl.De to 

the l.Dcidenoe of the new ~ bill, I a,pplied to an -~ ot tbe 

Depo.rtaont of Cooaerce ratber tban to tbe 2're&IIU1'7 di:reo~. 'lo 

gin a -plate .,...er to thio question re<!uiree rq gidJ>& you a 

bit of the bacqround. 

Ae you aey reoall, before acoeptl.De rq new poeition, wbich 

entailed worll:l.Dg on fiacal and IIODa\ary -ttars, I COilaulted the 

Seoretar)'. At that Uae he prc.ieed tull ocopereUon. Actuall;r, 

I ha•e had lase cooperation traa the Treasury then traa anr other 

Oo•eraaent dapartaant. SliD~ atwr a 111-eretudl.Dg w1 th tha 

Secratar)' laet fall relatin to 1q 1niereet 1.D depreciation allow­

ance• ot ..-aant oontracta - a lliiiWlderatandiD& which at the tiDe 

I tholll!ht I had oompletol;r cleared ~ - the Seora\ary laid - a 

:requireaant that aD1 1Di'Ol'llat1on desired f:roa the Tr•IJIU7 wea to 

ba raquuted in wr1 tiD& direo~ traa bJ.a. Ae I hue no etatt of 

"'¥ oom., thia raqu1 . ..-t, it applied aenarall;r throqhout the OonrD­

aant, would han Jlllde 1t oompleiel;r ~saible tor •• to 1Di'ora 

IIIJ&alt quickly ou the techll1col and f eotuol aide ot anr eoonaal.o 

queeuon. 

X..t ae cite ...., or two l.Doldants to illuetrete rq pol.Dt. I 

aede a requeet to the Secra\ary 1.D wrltl.Da on De-bar 8, 1939· 

I followed thie up with a reainder on Dec•bar lS, and finall;r 

reoehed a repl;r OJl De-bar 19. I -de anothar r&<lue•t OJl De-­

bar 27, to which I raoeiTed a repl;r on 1uuer;r 10. I raquened 

u aapllt1oat1on of the repl;r 1anuaey 12, which wee turn1ehed-

1anuer;r 26. Sl.Doa, wb81D I want 1Di'o:raation, I aliiOat innriabl;r 

want it 1.D a hurr;r, the practical effect of tbe Seon>\ar7' • raq..U.. 

_, 1e to preTIIIIt aa ocapletol;r froa n a ilina JOYaelt ot the tech­

nical fao1Utiaa of ;rou:ra and other 41Tia1ona ot tha 2'rea.IIU1'7• 

'l'll1a ia one 11a1t ot the 8ll8Wer. 'l'b.e other halt ia that I 

hue reoeiftd apla41d ooopeNUOD traa praoUoall;r enr;r otllar 

Depertaent 1.D the Oon..,..,..t. Becra\ary Wallace told .. I ebould 

teal tree to oall ~~~ hie techll1o1ana at an.r tillle tor NIT 1Di'o%'1111l­

tion I deaired, and I ha•e done eo. Seore\ary Bopt1,u a1111lul;r 

238 
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laaa put Ilia IJ14u tr1al l!oo~c S.ct1011 at 7q dUpoaal. !!ba 
Board or Go\'ol'DOra authorized •e to work d1reaU7 with certain 
aoonOili~a on the Start, without the 11oaeasHy ot claartDs 
t hrough the Board. I have a1sllar 11114eratand1naa with the 
J'e4erel Beov.ri ty 8114 tha J'e4eral Worka Aganaiea, 8114 ao on down 
the line. 

I roga.r<l tllie arr&JI81a8Dt aa tho only f•a1blo altomaU.,. 
to 7q hartns rq own autt, both tro8 the point ot Ti"" ot apeed 
and tho noaeaa1 ty ot worlc1ng diroctly with the person who 1a 
aot\llllly doi ng the job tor .., • 

ConsaquanU:r, wllon I W8Dte4 -.o 1Dtomat1on quicl<l:r that 
I tho\161lt tho Pree1dent ehould hu ... , I ,.... ocntrcnte4 with tha 
altomat1Ye ot oalliDg an expert direotl:r 111 who8 I had oont1-
denca, with the uaiiZ'&Dce that I oould got what I 111111ted 111 
e:mot ly the tol'lll I wanted it 111 a oouplo of d&ya , or ot addreee-
1118 a 1'omal requo~ t o t he Secretary w1 t h t ho probability that 
I would not · recoin a repl:r tor a oouple ot weolta and that tha 
1Dtoroaat1on then would not ba 111 tb.e tom that I wanted. 

I nee4 not tall )'0\\ how llllch I deplore 7q f ailure to obtain 
the cooperation ot tha 'l'reaeur:r t hat I haYe tro8 the other Gonrn­
aGDt DeputlaoiiU, nor how aor1oual:r I teol that it baa ~ 
7q own ottoothanoee . I tool pa.rtioularl:r badl:r about tho situa­
t i on, ainoe it eo ... eo unnooaeear:r, and I aa aura that tho 
Beoretar:r doe s not raali H the d1ttioult1oa under wllich I labor. 

Dr. Harr:r D. Wh1 ta, 
Director, D1T1aion ot llon~tar:r Reeearch, 
'frMaur:r Deparl8811 t. 
Wuii1Dgton, D. C. 
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TREASURY DEPARTMENT 

INTER On'ICC C OMM UN ICATION 

""" June 13, 191cl. 

TO Soorotuy llorconthau 

'"OM Mr. Oochre.n 

STRICTlY CONFIDENTIAL 
.lot 11115 th1o forenoon t ho Socrotuy receln4 Dr. S011ar7, tho Swioo hallkor 

vho 1o actlllfl oo J'huo.nciol .Ad"ilor to tho Moo LepUoa. Mr. Cochran aloo woo 
preoont. Dr. Soal7 ha4 oolto4 on hio loot rloit for oa o;>pointaont to ooo tho 
Secrotar:v of tho Troo811r7 poroonol17. blt ha4 little to o44 thio aorzd.nc to tho 
otatoaonto r oco1111to4 in 87 -oran4va of J1111o 11 to t ho Socrotorr. 

fho rloitor roltoroto4 tho oppoolU on of hit 001111try to the appllcatloa of 
ov froodnc qotoa •• loll/! ao Switllorlan4 1o not ia-..414. lie vao opt1a1ot1c that 
Ooru.J17 v01114 not ooon, and pouibl7 at no t1ao, urch into hh oou.ntr7. llo h&ooe 
tbh optiaioa on tho tact that Ooru.1>7 1o roachl.aa ito obJoctheo 1a J're.nco thro"Ch 
the b.rtalt tit tho Jl4rth ea4 of tho l!a«ill4t Uno, &4 fla4o no llOCIOOit)" for • n .... 
i!lJ: 01onaent throut;ll Swihorl&Dd int o J'ranco. fhi o 141& 1o coofinoo4 b7 tho report 
that tho Ool'IWio ha"o with4ravn their han'OT ooncontrat1on of troopo froa tho Moo 

nn4 now han onl7 about 16o ,000 a en 'botwooD Lolto Oonotonco llll4 l!aool. ICocban-
11 oa14 to ha ... boon 11kev1oo roao ... 4 to tho fiol4 of northern 

In wch c1r<NIIIotanco o, Dr. s....,..,. otruoo4 tho foolhard1nooo of aJl7 
to enter Switsorl&Dd guar4o4 b7 500, 000 Swho oolcthro. Likevioo, Dr. 

So1Mr7 OJ<POOh no attacl< f r oa Itll:v. lie ao14 thoro voro "'r7 few Italian ool41oro 
alo~~~; tho o011thorn 'bor4ar of Mturlanct. l!o llQIOCto Itoly to concentrate on tho 
lled1torran...,. and thot aJl7 attacl< which Ital7 11&7 mob on :!'ranee rlll bo alo~~~; tho 
~1v1ora and up tho llhono Valley rather than an atteo;>t to crooo tho J.lpo into l"rcnco 
at;oinot otro..,;ly fort11'1o4 podt1ono held b7 tho boot troopo of l"ra11co. 

Dr. So_..,. otroooo4 tho tranoportatlon 41ffi011lt1oo of Swit &erland, and tpt 
onto tho IU'bJoct Of roao..al of Swioo COld to Un1to4 Statoo, which Ito ha4 daalt with 
in hio oon ... raat1on with ao on Juo 10, oo reporto4 in rq 10oaorandull of J1111o 11. 
'<he Socretorr told h1a to pllriUO thio •ttor with ao. 

J.ftor tho collforonco with tho Socretar7, Dr. Soaor:v roturno4 to >rr office. 
I loarno4 froa tho State D-rtaGt that it it 114t likely that aJl7 furthar J.aorican 
ab ipo will 'bo oont to IUropo to brill/! off Allorice.n rofucooo. Dr. Soaar7 ha4 alroad¥ 
'boon a4..too4 'b7 tho Un1to4 Statoo Lineo that tho oa111n& of the S. S. ICanbattan, 
contelllJ)lato4 ohortl:v, hao now 'boon poetpono4 i .n4af1n1tol;,. I telophono4 tho lev Torlc 
office ot tho J.aor1can EJ;port Linoo to f1a4 what aailin&o the:v ai8bt ha .. e . fho S. S. 
Exeter loft llov Torlc l11ot Satllrd.q bolllld for tho Ko4iterranoan, bllt hao now boon 
or4oro4 bacl< to llov Torlc vi th011t toucbl.aa an:v :lluropoe.n por to . llogl.nning J1111o 27 tbio 
Hu OJtl)ooto t o ha'O'O aa1linto direct froa liov Torlc to L1o'bon .... r:v !rl:o>roda:v with tho 
l:xcubion, J:xotor, J:xchor41a and tho fonrth ob1p of thlo croup which heretofor e hat 
conot1tuto4 the paoooncor floet pl7111/l between llov Torlc and ICoditorranaan porto. 

g&YI thh ioforaaUOD to Dr. So.ar)', who 1o coill4 to telephone 1t to tho Preo1c1ent 
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ot t ba twin k\loMl :a.llk tbia enaiae. to .. oht \be laUw lD reacb1111 a 4echlo" 
51 to ""•tbw ezq att-t oboW4 'ba M4• to obip out of hihnlo.D4, onr J'raDOa aD4 
r roa Portupl, the 1014 >blah h aUU bal4 'bT tba Mao kUoD&l l!a:Ait. I tol4 Dr. 
So•l7 t o let •• lcoow ""•' 4echloD thq toolr:a aD4 that we wlll \baa ooa.W.t with tba 
State Dopartaa11t \o ••• 1t the latter .,q 'be wlllllll that ezq epproaoh tboul4 'be 
""'' ' br uo t o tba J'raDoh authorltho wltb \be 14aa of facllltattac tba sold tralD or 
truck• to pan acron J'r&Doh tarrlto17 froa o.,..,. t o the 8paDloh 'border tOWD ot Irua. 
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H.M.Jrt 

Operator: 

Oor<lon 
Rentaohler: 

H.U.Jr: 

R: 

B.M.Jr: 

R: 

H. M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

Hello. 

Mr. Rentschler. 

Hello. 

Hello. 

Hello, Heftr7' 

Yesh. 

June l), 19llo 
3:~3 p.a. 

I Just wanted to tell you that I t hought you 
did a good Job the other day and the IIIAl'ket 
liked it too. 

They seemed to like 1t. 

242 

It vorlted all right and you might be interested 
to 'know that When 1 t started out , we bought 
around 17 111ll1ons and to cSo the Whole Job 
it ooet us around 113 and that'• all. 

Yell, tben you oan •ell them at a protit 
nov. 

Ye got a pretty good note and we got a n1oe 
prot1t nov. 

Uh- huh. 

But it worked out nry well and the aarlteta 
liked 1t extremely wll, probably too well. 

Well • • •••. 

But neftrthele•• it vae a Y1•• th1ng to do 
and t •a glad you didn ' t hee1tate about go1ng 
ahead. 

Ko, and ! ' 4 rather pay the extra •..... 
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R: 

H.M.Jr: 

R: 

H.M.Jr : 

R: 

H.M.Jr : 

R: 

H.M.Jr: 

R: 

R.M.Jr: 

R: 

B. M. J r : 

• 

- 2 -

Well, :rou wert exaotl7 risht an4 I'• del1&hte4 
JOU 4.14 it, 

'l'hank :rou t or calling. 

All right, Henr:r, how'• •••l'7th1ng elte with 
:rou' 

Oh, wonderful, E•el'7th1ns'• lo•el:r. 

Oh, :rea , that ' • a gran4 bo:r. 

( la\l&hl) 

Don't :rou turn Poll:ranna. 

llelli I'•• sot t o turn one wa:r or the other 
and 14 rather so Poll:ranna than the other wa:r. 

Xou keep on being eeriout until the Job'• done. 

All right. 

Good luck, Henr:r. 

Ooodb:re. 
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H, M.Jr: 

Operator: 

!!. M. Jr: 

Max 
Gardner: 

H.M.Jr: 

0: 

H.!I. Jr: 

0: 

!{ . !! , Jr: 

O: 

'i . ll.Jr: 

!1 ,!-I , Jr: 

0: 

O: 

H. M. Jr: 

0: 

Hello. 

Max Gardner. 

Hello . 

Mr. Secretary? 

Hello, Oo•ernor. 

How are you , elr? 

Oh, wondertul . 

JUf\!1 13 , 191io 
):44 p . m. 

Well , it you teel wondertul at a time like 
t bie you' n got a lot ot endurance . 

Well •••••• 

You'•• got it I ' m sure . 

Yeah, 

I called you about t110 things. I ti.ret 
wanted to t hank you tor your interest i n 
thil textlle Situation, that' e already been 
eolYed by Stettiniue • inrtting Bob Stevena 
to coCI8 down. 

Oh, yea. 

And you know Bob. 

Yea, I do . 

He ' a a •ery tine !IIAn and h.e' e 
a -ren ettect1 w eort ot va;r. 
your l ntereet l n lt. 

Good. 

t aken hold l n 
I appreciate 
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Mow, the other thing 1• - - you remember I 
epoke t o you some time ago about Robert Voodrutt 
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R.J.I.Jr: 

G: 

R, H,Jr: 

G: 

H .!~ .Jr: 

G: 

H,M,Jr: 

G: 

H.M. Jr: 

G: 

R, '{ . Jr: 

G: 

!f,M, Jr: 

• 
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Yeah. 

!be President of the Oooa-Oola Coopanr. 

Yeah. 

Re'e a verr tine Democrat to start with, 
he has no children and ie a man of, perhaps, 
the greatest wealth of anrbod3' in the South. 

P'1ne. 

And a man in Vhoee ab1li t1 and judgment to 
do big things and do thee Vith dlapatoh and 
with the moat -- highest degree of intelli­
gence -- ot moat an)' man I knov. Re ' s verr 
anxious to do anything in the world he oan, 
to give up everr oonneotion he's got and 
do everrth1ng in the world he oan it he oan 
rind a plaoe where he oan be or serv1oe to 
hlll countrr. 

I see. 

And rou are t he one pereon that I knew well 
enough to ever t o have sp oken to JOU about 
it before . 

Well, that's mlgbtr nioe of JOU Governor 
and I a!)preciate )'Our calling, and I' 11 
oerta1n1T oent1on it. 

Yea, 1t JOU think of an7thing where JOU want 
somebody to do something that ' s reall)' or 
a nature t hat' a -- requires a high degree 
of intelllgenoe, character and abil1 t7, be' a 
got it. He's tift)' )'sara old and or course 
he's been doing bueineee in 72 countries all 
over the vorld, got a verr tine na tional and 
international outlook and energy wi thout &nJ 
limit. 

Well, thank rou eo muoh, Governor, I hope to 
see JOU eoon. 

'l'hank JOU eo muoh. Good-b)'e. 

Good-b78· 
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June 1~ . 1940 
9 :00 n. rn . 

RE ALLI ED PUR~rlASES 

Present: 

:-: . H. Jr: 

:-:el aon : 

H • . ~ .Jr: 

llolson: 

H. !!. J r : 

Mr. Young 
l!r . Nelson 
Mr . Purvis 
Mr. Foley 
:-!r. Kadee 
J.!rs. Klotz 
l!r . KnuC.aen 

Si t down. I want to get one thing 11' I 
can on t he S1:enotyne. In tl\llt1ng tll!.s 
morning with Ed Foley about the eupnoeed 
ne1< a rrnngement on 1' inAnoing bo t h American 
manufact urers who manufacture both goods 
ror the United States Army nnd the Al lies, 
I Wllllt to insist thnt 1t tho manu1'ac1:urer 
ACcepts RFC money t o 1'innnoe hi e olant and 
this olant i s go1nE to make goods for bo1:h 
the United St~ttea Amy llnd the All ies, then 
they both - all goode in t he olAnt mus t 
come under the V1nson-Tranmell Act . Ir he 
i s going to take U. S. ooncy, you see. 
Get the i dea? 

Yea. 

T~t answers the crit1ciso t hA t they had , 
that they 60 rroo one line to another. In 
o t her words , we can't lend the t aroayers' 
coney to a manufacturer And let h1m ~ke 
20.• on Allied good e nnd only 12 on ours. 

No, t hP-t is right . I didn' t know whP.t t he 
Vinson-Tr amoell Ao1: was . 

(Hr. Knudsen, !!r . Foley and !~r. Kadee 
entered the conference.) 

Hr. Knudsen, t here ie one t hine; I want to 
add t o what you have, 11' you agr ee. If 

2~6 
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ICnudeen: 

H.H.Jr: 

Fole;y: 

H. M.Jr: 

Inudaen: 

H. M.Jr: 

0 

- 2-

we are go1ng to lend the tupa;yera' •one;y 
to the menuraoturer to put up a olant and 

tool it and halt the plant ia working ror 
the United State• Oo•ernment and the other 
halt ia working ror the .AJ.l1ee, then all 

ot that n roduot should be subJect to taxes 
under the Vinaon-Tramoell. 

The same wa;y7 

The aame l iaitation. 

The price will be the aame per unit. 

You made the point or stopping work on thia 
and going over to the other, but thh wa;y 
ve oan oontrol it. Ir 1t 1a taxpa;yera' 
mone;y, we can sa;y e•erything in that olant 
18 ~ing to have the same profit limitation, 
1en t that a good po1nt7 And 1t will be 

ver:y popular. 

Yea, but ;you oan 1 t have two oontraots running 
sicultaneousl;y 1n the same place. 

But I Juat wanted to add that. Do :you 
agree w1 th met 

X:nudsen: Yea. 

H.H.Jr: 

(l~r. Purvis entered the oonrerenoe.) 

Juat before we start, I Just got a cable 
rrom Mr. Kenned:y: 

1Have Juat aeen Beaverbrook, who aa;ya 
by all means produoe Merlin 20. The Gritten 
engine too tar away rrom actual !II' oduct1on 
to make a Ju~nt on ita value.• 

.AJ.l or hie experta agree to this above. 

Now, l~r. PuM1s, the reaaon that Mr. ICnudaen 
and I aaked ;you to come down here, we think 
that we have a formula aa t o bov to t1nanoa 
American manufacturers who want to taka 
orders either tor the United 8tstea Government, 

the United 8tatea Na•:r, or the .AJ.l1ea. 

Regraded Unclassified



Purvis: 

H. M.Jr: 

Purv1e: 

H. l!.Jr: 

Purvia: 

H. !~. Jr: 

Knudsen: 

Purv18 : 

Knudoen : 

Purvi s: 

Knudsen: 

Purvis: 

Knudnen : 

Purvis: 

- 3 -

Yea, quite. 

You aee, which would be nuite different 
than it han heretofore been. 

Yes. 

I think i t will be mont pleasing t o you. 
I think if Hr. Knudsen will expl ain it, 
I think tha t would be well. 

This would have gene r al apolication? 

Yea. I think you will get t his aa we 
go along. 

Mr. Purvis, we orooose to make a uniform 
~gree~ent with foreign or domestic oanu­
facturers for forei gn and domestic orders 
placed with domestic manuf&cturera. 

Yes, uniform rate. 

tie nropos e to tA.ke t he pl on t cos t Rnd the 
tool coet and soread it over the orders 
and that will be tixed and add amortization 
charge to each piece as it ia bi lled out to 
you. Take, tor instance , t he man with 
tour contract s . He atnrted with a base ot 
20, 000 e ngi nes. 

Yea. 

He doesn't need any building , but he needs 
some tools. 

Yes. 

What t hese tools are going to coat, we 
don 1 t kno11 yet. I grttbbed JO million dollars 
out o r the ai r only as a figure to talk 
about, you see, but oay they ars 20 mill ion 
and there is 20, 000 engines all together tor 
you and t or us. Then R t housand dollars per 
engine 18 added t o t hat chArge. That would 
apply to anythine elne that you thought 
about , guns and so on. 

lfuerever it is a j oint operation. 

2-18 
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lnudeen: 

Purv111 

B.H.Jr: 

Purv1e: 

lnudeen: 

Purv1e: 

lnudeen: 

Purv1e: 

IJiudeen: 

Purrt•: 

- 4 -

It baa to be a Jo1nt operation. It ha8 to 
be one oontraot, Wlltol'll oontract. 

Y ... 

Ie that cleart 

Oh yea, lt le clear, extraordinarily eiaple 
and qu1te pleae1ng, I ehould eay, troa oUl' 
v1ewpo1nt. 

I ehoul.d think eo. 

'!'hat aeane that we would r eal.l.J onl.y ))&7 
thoee capital. obargee tor equipaent d4/or 
plante 1n certain oaeee on del1verr ot the 
UDU produot. 

'!'hat 1e M8ht, but it you cancel and we 
can't uee --

Then we have to make an adJuetment on the 
bae1e ot that. 

Yee. Another thing, tnle one oan onlJ be 
applied to a product which le unitorm tor 
the Allies and the United Statee. 

Yea, which will tend to bring ue together 
on etandarde. 

It can't applJ to epecial. - etutt aade 
eepecially tor the Alliee. 

Ma:r I give an 1netanoe, howevert A develop­
aent ot the tank eituatlon ind1oatee at the 
preeent t1ae that ~he reeult ot oonterencee 
which I believe the rrenoh and the Brit1eh 
ban had with the United Btatee Ordnance 
people, it ind1oatee that an agreeaent ot 
all 1e that the beet and auickeet progreu 
oould be aade bJ taking the etandard Prench 
tank, a certain rrenoh tank 'IIIlich 1e good. 
That ie eoaeth1ng that the U. a. Ordnance 
people want. Ae long ae they want lt, it 
doean't aatter wbether it 1e a toreign 
etandard or not, ae long ae theJ decide to 
adopt it tor the tiae belng ae a etandard 
t or thea. 
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ltnudsen: 

Purv1s : 

Knudsen: 

Purv1s : 

Knudsen: 

Purv1e: 

Knudsen: 

Purvis: 

H. H.Jr: 

Purv1e: 

H. !.f.Jr: 

- 5 -

It t he Ordnance Depart ment t or t he United 
States adopts the tank and places the1r 
orders, you can 't have one ot t heir own 
and one ot yours. 

No, no. We would l1ke to t ake the United 
States tank, in that oaee, but apparently 
the ~eement ot all the experts up to the 
present time - and I have eo cabled it to 
the ot her side- 1s that the French B.I.S. 

That is the name ot the t ank, a 33 t on tank. 
But you have never eeen one. 

I cabled last night suggesting they eend one 
over here. 

I n the meant i me, up until the changes are 
made, the Amer i oan medi um si~ed tank, the 
23 t on, ie our design. 

They don't believe 
coobRt conditione. 
a~ored , I t h1nk. 

t ht> t will work out in 
It i s too lightly 

The inouiriee in the s i ze ot the armor trom 
an inch and a ouarter, it i e a little over 
t1ro 1nche s. There 1s only one tM k, and 1 t 
1s over in the Ordnance De~artoent and is 
call ed the Medium American Tank. 

I see. I am glad to ge t that, l:ecauee our 
peo~le have thought - -

Now one thing, Mr. Purvis, that I want t o 
ooint out, t hat I reel quite strongly on 
is this: You see, under t h1e new system 
the American manutaoturer who accepts U. s. 
taxpayers' money to hel p him expand, under 
this arrangement , whether he manufactures 
t or you or t or us, he will be subject t o 
t he same profit limi t Rt ions under the 
V1neon-Tr ammell Act . 

Yes . 

In other words, be oan 1 t , eay, charge 
l5J' on an airplane a nd charge us 12). 
will be subject t o t he eame thing. 

you 
He 
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Punie: 

H.H.Jr: 

PurTle: 

H. M.Jr: 

PUrTle: 

ltnudeen: 

PuM1s: 

H. M.Jr: 

Purrte: 

H. M.Jr: 

- 6 -

Don ' t break 1117 heart, Mr. 8eoretar7. 

But I llll eure I liOn 1 t haTe to argue. 

No, 70u really don't haTe to argue with me. 

Don ' t haTe to press you to accede to that. 

No. It 1s one or theee thinge when I Jus t 
sit back and aooept the eituatlon. It 
eounde to me Tery eena1ble. It pute a 
prell1wa, doee it not, 1111d another thing, 
it ra1ees the oueetion or negotiation 
haTing to be Tery near - I mean, ror instance, 
take the tank queation, t he U. 8. Ordnance 
people told our people to go out and talk 
with t he Baldwin LocomotiTe. It would almoet 
eeem t o •e, hoveTer, that thoee negot1atione, 
that we ehouldn 1 t get a way Nora the Un1 ted 
States in the negotiation. 

One addition. You aee, t h ie vae only created 
yesterday. 

It vas the day before, waen't it? 

Well, I got th1e 1dea ehaT1ng yesterday 
racrn1ng and then I eav the Prea1dent and 
Mr. ~udeen and that ie why I called you 
and I called you becauee I wanted to get 
you - to tell you before I - to get from 
:you before I aav the Pree1dent, how much 
racne7 70u liOuld put 1n eo when I eav the 
Preddent at ten I tol d hia 70u wuld put 
1n 200 nll1on dollare. Mr. ~udeen eav 
h1a after lunch and again cleared 1t with 
the Preeldent, eo lOU haTe got the 
ada1nietrat1on l~ behind 70u. 

I think that 1e excellent, and it is Tery 
ellllple. 

That would include &leo wagee and hours, 
and eTeryth1ng would go 1nto th1e whole 
elllle thing. It would be eubject to the 
eaae v agee and houre, V1neon- 'rr&lllllell, 
the whole bus1nee e. In other words, 1t 
liOuld be a U. 8. OoTernment contract trora 
nov on. 
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Puzorh: 

K. K.Jr: 

Foley: 

PurYie: 

H. M.Jr: 

Foley: 

Pur.1e: 

Foley: 

lnudeen: 

Foley: 

H. M.Jr: 

Purv1e: 

Foley: 

lnudeen: 

Poley: 

Pur.h: 

Fole:y: 

H,l!,Jr: 

- 7 -

Yea. 

Ia that rightt 

That 18 right. 

Would that have any etteot on euoh a matter 
•• this, our deeire, t or inetanoe, to eee 
t"' or three eh1th working in view ot the 
territio emergenoyt 

Well, Mr. Poley can anewer that. 

No. 

It ie ou1te noaeible under the V1neon­
TramMll Aot. - -

Yea. 

It it ie prior to the oontraot, you are 
eubJeot to the W&leh-Be&le:y Aot. 

Yee. 

The:y are not eubJeot to the Eight Hour -­

You would be able to get the labort 

Oh, yea, eure. 

It w1l1 not be eubJeot to the Eight Hour Aot, 
which ie only oon~ined to Government eetabl1ah­
aente. a• I underetand. They can 1 t work 1:10re 
than eight boura. 

That ia right, but you oan work liON than 
eight boure proViding you P&J' tiu and a halt. 

Even the individual oan work more than eight 
boure provided he ia paid under the Wagee and 
Houra ProY1a1onet 

Yea. 
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We might go &hettd, beo"uee I feel with Mr. PUM'ie 
Ju110 ae thnugh he h a member ot the ~aaUy. 
So we tell h1a, and I haven't had to regret 
it Jlt. 
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Foley: 

K. M.Jr: 

!Cnudeen: 

H. M.Jr: 

Purv16: 

H.M.Jr: 

Knudsen: 

H. M.Jr: 

Purv1a: 

- g-

Just to clear a point that Mr. lnudsen 
ra1aed, the r1g1d Eight Hour Lev vhieh 
applies to oertain Government tunotions, 
vhioh doesn't oarmit ua to pay wages and 
a halt aa you oan do under the Walsh-Healey 
Aot, it can ' t vork the tellow more than 
eight hours no matter vhAt you pay him. 
That can be relieved by Exeoutive order. 
The President and the 8aoretary ot Labor 
have that discretion where the emergency 
warrants it, eo it it ie a hardship, the 
President can valve it and provide that 
tor more than eight hours you pay vagee 
and a halt, t he aama a a you do under the 
'ialah-Healey Aot. Tbtlt need not be a 
worrisome thing. 

Ia he pbya1oally vall' 

Yea, be ie all right . 

Is there anything else you want to ask, 
Hr. Purvis1 

Not on that partioulnr item. I think 
that looks so thoroughly simple and 
workable, as long ne the labor situation -
the speed ot working can be done, it s~ema 
to me quite all right. 

Well, i t looks eo s imple that i~ most 
likely is good. All good things a re 
elmple. 

It is important that in our oontraot ve 
get troc the Allied Commieeion their 

. aoceptanoe ot an adJustment in the event 
ot oanoellRtion. 

Ob yes. 

Yes. Well, that can be brought right into 
the - bov w~ld you l i ke the negotiation 
oonduoted1 Does this bring ua - t here ia 
going to be a standard torm ot contract. 
Nov, take tor 1natanoe in the oaae ot a 
tank negotiation. At the moment there cay 
be there a question ot avapp1ng tanka. Aa 
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Knudsen: 

H. H.Jr: 

Knudsen: 

H. V..Jr: 

Knudeen: 

H. lo!. Jr: 

Nelson: 

H, H.Jr: 

Nelson: 
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I understand the u. s. Ordnance are quite 
keen on getting t hie, and I haTe cabled 
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t or a tank eo they can look a t it, to come 
aa quickly as they can get it here. Now, 
how would you like that negotiation handled? 
It would probably be quite a rnietRke tor us 
to bar ge along alone with the Baldwin people . 

The Baldwin peoole have no contrac t with ue 
at the moment , eo it you are t amiliar with 
t he negotia tions, with t he terms ot your 
purchase, and know that i t ien 1 t - kn.ow 
it does not contlict with any approaches 
we wanted to make, I think it 1e all right • • 
Could I make this euggeeti on to help ou\? 
You see, there i s a committee comooaed ot 
Mr. Nelson and the Treseury, Colonel Bu..'"lls 
representinG the Army, who ia also assigned 
to :you (Knudsen), and Admiral Spear ot t he 
Navy. This commi ttee also reports to the 
President through McRe:ynclda, eo it is tied 
uo both to Colonel Burne and to McReynolds. 
Couldn't t his committee , t hrough 14r. Nelson, 
be sort ot the go-between and eee that these 
oontraota like t he 8a.ldw1n 8lld everything 
else, that Ne.lson could keep you adv1eed 
and a.lso work wi th the All ie s? Wouldn 't 
t hat be a good suggestion? 

That ia all right. 

Wouldn't t hat be a good auggeeti on --

The beat t hing wou.ld be t o have the Ordnance 
Department e1t i n. 

Colonel Burna would repreeent t he Ordnance. 

Co.lonel Burns would bri ng over llDYbod:r who 
wae interested. 

Admiral Spear could bring Admiral Furlong 
or whoever 1 t 1a. lfouldn 1 t that be a good 
way? 

That wou.ld be a good way t o coordinate it 
and i t should be coordinnted. 
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H. M.Jr: 

Knudsen: 

Nelson: 

H. U.Jr: 

X:nudeen: 

Purvis : 

X:nudsen: 

H. M.Jr: 

Nelson: 

• 
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This committee vhiob 70u are t he ChAlraan 
ot vould be t he logical va7 to coordinate 
the thing. 

In this particular oa.ee it I ehould go to 
Baldv1n and sa7 .hov man7 tanks ve vent and 
make some prel1m1na~ arrangements ae to 
vhat the conditione vere - it should go to 
Mr. Nelson, should i t not, say this 1s vhat 
ve deo1de and he vould clear that vith the 
organ1:tat1on --

And v1th ;rou. 

Wouldn't that be the logi cal vayt 

Yea. 

There ia one other question t hat comes to 
my mind, that is t hat so tar the United 
Stat es Administration has been very con­
siderate on the question ·or priorities, 
bearing 1n mind that ve are actually engaged 
in var vhereas you are building against an 
eventuality. I t ake 1t that this development 
doesn't counter-oroee the consideration that 
you have given us 1n the past and that ve 
can hope tor t he same con8ideration in the 
tuture. 

Surely. 

A good exantple i8, 70u vanted - I think the;r 
called theo Harvard trai ner s . You vanted 
priority on that. General Marshall vas here 
v1th hie vhole group and he sai d t hat it i8 
impos sible because i t vould set back - I 
torget the t1gures. He has got 2, 000 planes -
t his 1e rough - and he has ~. ooo oilots to 
train and he said to gi ve you priority over 
himselt vould Just knock hie training progr am 
1nto a cocked hat . He couldn't do it. He 
couldn't t ake t he responsibility, So I 
understood he had roughly - check me , Phil -
t v1oe a e many pilots aa he had olanes right 
nov tor training. 

That 18 right, that 18 roughly right. 

255 

Regraded Unclassified



H. M.Jr: 

r..nud11en: 

H. M.Jr: 

Purvis: 

H . l~. Jr: 

Purvis: 

H. l4.Jr: 

Purvie: 
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Then the other t hing which I think - nov, 
tor instance, a letter here - tor examcle, 
I happen to know theee reports I get, there 
ie a little engine company that makes the 
engine tor the trainer called the Menasco. 
They haven't got a single order. 

They are completely out of business, and 
before these peonle lay ott their people 
and discharge them, it aeema t o me that 
in this trainer nrogram - it ia a perfectly 
good engine. The c oamany ha11n 't got one 
order on t heir booka. They wrote me a 
pititu1 l etter. They have to get some 
business to keep them gotng . 

They can only get the business we have got 
money for as feat a11 the bill pas11ea on 
the hill. 

But if these people wanted some trainers 
end eo on, we could aay, "Now, look --• 
even if it is only for a couple of hundred 
engines to keep this fellow going tor a 
couple of months, if you needed anything. 

We are at • he present time in the same 
si tuRtion w1 th Jacoba. We are going ahead 
with the Jacoba order, but we have struck 
t he feet that they are in bankruntcy and 
it will take two or three deya to get the 
situation, probabl y, t o a etate where ve 
dare put the order with t hem, but it is 
purely one of those normal th1nga you strike 
with a coonany which ill not verr strong 
financially, to out it mildl)'. 

'll'ell, would rou llltlke a note of Menasco! 
Because Menasco hasn't go t a single order 
on ita books. In one term we talk about 
priorities and hare ill a good little 
cottpany, as far as I know. 

You don't know wha t hor ae power engine 
they make! 

Bmall. 

How do rou spell it' 
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H.M • .Tr: 

l'ole;r: 

H. M.Jr: 

Punh: 

H.M.Jr: 

H. M.Jr: 

Pun1a: 
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Menaaoo. I think 1t 1e on the Veet Coaet. 

I n that connection, Mr. Secretar;r, I aaked 
the bo;re OTer 1n the 77B eect1on 1n 
Internal ReTenue to g1Te me a 11et ot the 
corporation• 1n 77B 1n the prooeee ot 
reorgan1&at1on and might be able to produce 
tao111t1ee tor the &ra~a~~~ent J)rogram and 
the detenae program, and it it 1e agreeable 
to ;rou, I v111 g1Te that to Mr. Neleon, and 
1t there 1e an;rthlng he could 4o v1 th 1 t 
1n the Vffl ot eteerlng bueineee to eome ot 
thos e coapanlee that probabl;r don 1 t haTe 
an:r nov, but 1!11ght be able to get on their 
teet 1t the;r had a tev ordera, 1t a1ght 
help out. 

Kr. PurTle, VOIIld :rou mind waiting a tev 
minute a , down 1n Mr. Young' e oft1cet There 
are a couple of other thinge I vant to take 
up. 

There ie one other ~eetion 1n regard to 
machine tools. I don't knov whether that 
would be proper tor eome vor4 while 
Kr. ltnudaen 1e here. 

Pleaae. 

On the machine tool e1tuation, London hu 
indicated a deeire tor a little bit ot 
&4Tioe and I vae going to epeelt v1 th 
Lord Lothian about 1t after beo&uae it 
1nTolTea him, but it eeeaed to me the 
t1rat place to tal.ll: about it vae here. 

You haTe get the man there. 

Thet 1e that the Jape and the Ruuiane 
are g1Ting 1nd1cat1one that the;r are tr;rlng 
to t1n4 out f rom the Engl1eh and l'rench, 
"Look here, what ie ;rour experience about 
thh thing, • 1ndioat1ng that the;r are 
buildlng up a caee tor protest and I thought 
that our line ehould be, •Well, ve are 
.uttering in a general va:r, • I mean ve 
1hould Juat telte that l1ne. I hope 1t 
~4n1t be true. That 1e our line. Then 
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we are aleo 1noreaeing 10he running in to 
the etteot that one or t~ or the big 
machine tool makers, ae I said to JOU 
when I was last here, are not willing to 
take orders !rom us. That may be ver7 
eerious tor th1a reason, Mr. Xnudeen: 
Our people on the other aide have got a 
plant building up - be1 ng tooled up to 
do a great variety or the war orders. 
It they miss 10be completing iteme, it 
might be devaetati.ng in ita etteot on 
the progrem or the war and we would like 
therefore to know whether there is an7 
aignitioance in th1e att itude on the 
part or acme or these oeoole, 1nolu41ng 
Varner a: Svaee7 and Brown a: Sharpe, both 
ot whom - Brown 4: Sharoe have det1n1tely 
retueed to take ordera and Warner 4: Svase7 
have temporized. Is there any reason -

Probably because they are aold out. 

No , t hey say that in view or the tact 
that the u. s. Defen se Program ie in the 
background, t hey reel that they can't 
take them. No, it ie not because they 
are eold out. 

lfae the delivery set eo as 100 give them 
olenty or t i me to make 10he etutt7 

Oh 7ee, but it vae Juat ae the detenee 
program had started here and they thought 
10hey would va110. RaYe JOU g1 ven them aDJ 
order not 100 take euob --

No, sir. Our program 1a not released 
Jet. 

I eee. 

And consequently we couldn ' t give any order. 
There might be a lot or commercial usee that 
are in there now - it JOU eend a liet or 
where you can ' t get things, we will turn 
it over to the machine tool man, whose Da~:~e 
ia Vance, and let him look into the reasons 
tor it. 
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You oan check these thlnga right up with 
me. 

It is our experience, Mr. Purvis, that you 
oan never deoend on a statement to oome baok 
trom its source oorreotly. 

I agree with you on that. But 1t 1s just 
queer that they didn 1 t want to take our 
orders because they were nutting 1t t~ 
way to us. Did you reoe1ve a communication 
in regard to priorities tor British toole, 
an appeal? · 

Ho. 

Thank you, sir. They were euppo sed t o have 
given something to you. 

I will correct myeelt a bit. I received a 
cable that indicated that the need vas 
great. It was addressed t o eomeone else, 
but no communications were received by me. 

I spoke with Monet yesterday, with regard 
to the Rolla Royoe engine. The 3,300 tor 
England has already been set up. He explained 
the reason that the cable has not come through 
tor the 2,700 tor the French has been due to 
the extreme difficulty during theee days, and 
he thinks it may be two or three days be t ore 
it clears uo . 

Does that leave us where we have got to 
negotiate tor 3,300 only, plus what we can 
pick uo troo here? 

It would seem to me thAt the thing to do -
there we are on firm ground now. I don't 
know how many - there were 4 , 000 

Th1rty- s1x hundred. 

Thirty-three hundred. It was 3,300 and 700. 

No, 1t vas the other way around, 36 and 24. 

No, I had to clear that with the Secretary 
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beoauee conflicting inetruot1one came t o 
Kr. Head. The Beoretar:r bad told h1JI 

3, )00 a.o4 Sir HelU'J told ll1.a 36. 

Lord BeaYerbrook ea1d 3,6oo. 

So tar ae I u concerned at tll1e e1tt1ng, 
a:r knowledge of it 1e that the Brit1eh 
order ie t hrough and I have eeen the other 
order, eo I don't underetand where he sot 
hie 3,600, 3,300 tor the Brit1eh and Monet 
1n epeak1ng on the telephone laet nigllt 
ae late a e 5 o ' clock or 6 o ' clock ea1d that 
1t vae 3, 300 he had alread:r been able to 
olear through the one oh!UUlel, but owing 
t o the great d1eturbanoe, the 2, 700 had 

not been cleared and he ssked me to ea:r 
t o you that he thought you would understand 
in the next tvo or three da:re. 

Leroy-Beaulieu clllls up and eaya, •can :rou 
find out where t he Minieter of Information 
ot the Republic ot France i a, beoauae ve 
vant t o oommunlcnte with ll1mt• They don't 
e•en know. 

You understand, Mr. PurYis , in our oon­
•ersst1ons v1th the Ford Compan:r, t he:r 
haYe been t o the effect that ll8 vould plsoe 
10,000 engines and take an op t1on on 10,000 
more. 

Yea~ and you haYe based that, ha•e :rou not, 
on b,OOO and 4 , 000. And I t hink but t or tha 
tsot t he Germans were i n Paris yesterday, 
the French end vould haYe ooae t hrough just 
AS cp ioltly a a the Br1 tiah end d1d. 

2SO 

We are nov at the point where ve can place -­

Thirt;r- three hundred 11e t he Br1th h haYs already 

And that 1e all . 

Thllt 18 all, I think, until the French clear 1t. 

One other th1ng. Are :rou throught 

Puma: Yea. 
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There ia the other letter I haYe. You aee, 
I get thia 1n oonneot1on v1th tha atat1at1oa 
the7 write 1n. The Republlo A'Viation Cocrp&nf 
eqa that v1 tb1n a couple or aonthe tber v1l.l. 
be oomnlatelr out or buaineaa. 

That 1a engines, I euppoea. 

Ne, thia ia planes. 

2Sl 

But it 1e beoauae or laok or engines, I suppose, 
beoauee we ha'Ve been v1l.ling to buy unl.imited 
planes. There baa been no limit to what we 
woul.d bau ta.lten. 

I gueee the &never 1a eng1nu. 

Yea, beoauae aotuall.7, rranklr, I sometimes 
wonder whether 1t 1s appreciated - I voul.d 
like rou to know, Mr. Xnudaen, that ir JOU 
can by &nf V&f va•e a wand ot lllltiC and 
nroduoe three, ti•e, or eeYan thousand more 
eng1nee, we will bu7 three, tiYa, or eeYen 
thousand more planes. 6omet1•ee I hear tallt 
about the Allies not ba•ing moved taat on the 
airplane thing. On the airplane tb1.ng the7 
baYa done well . On the other things, in 
many caaea, not. 

Well, rou baYe plaoed a Yary large number 
or contracts v1tb1n the laat two or three 
weelta . 

Oh no. Mr. Knudsen, they were placed much 
baton that. We got our autbor1tr through 
the rirat ot April. By l etters ot intention 
they were all nlaced by the end or April . 
Contracts on - ve paid 30, 4o, 60 millions 
ot them. The contraota are merelr the 
doowaente vb1ch 11&7 take another month 
t o oo11plete, but ve are Juat aa much bound 
with l etters ot intention vbiob baYe been 
accepted b7 laVfera on both a14ea and vera 
bound b7 the end or April t or the whole or 
that p:rogr&lll or 6oo m1lllona or 64o allllona, 
the add1 tional program. There vaan 1 t &07 
delay 1\t all. You t alta in the can of the 
Allison, I tb1nlt our negotiation took plaoa 
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on the 2nd ot April and wae comoleted, I 
think, by 6 :00 p.m. and we paid. some odd 
mlll1ons or dollars the next day. I th1n.k 
t hAt end or it is all right. 

Are you nlacing any machine tool orders 
rlght now? 

~chine tools, we have been nlaoing more 
than we are now placing. There is still 
some rounding out to do and I understand 
there is one or --

What you were talking to me about 1e t his 
rounding out business . 

That is more oartlcularly it, yes . 

~~Y I make a suggestion? The Allied 
Purchasing Com~iesion, in cooperation 
with the Treasury, we get every week 
orders olaced, and I would be glad, it 
lt was agreenble with Mr. Purvis, to 
turn1ah you (Knudsen) a oontident1al 
oooy or tha t. 

I arranged that through Hr. Nelson. 

Oh, you have already arr anged tor that? 

Yes, through Mr. Nelson. 

if ell, you have taken care ot it wondertully. 
It you would go down v1 t b Ph111p Young and 
in a tew minutes, I would l ike to s ee you 
again. Philip Young baa a message tor you. 
He has a message tor you, and I will see 
you in a tev mlnutee. 

Thank you very much. Good bye . 

(Mr. Purvi s snd Hr. Young l e tt the 
conference.) 

I thought maybe you would rather t alk 
alone about t hls oontraot. 

I gave him t hls. 
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I warned him that we might get ten pegee 
baok. 

Well, you had lav:yere, didn't you, out 
in Detroit? 

The memorAndum is a digest or that. 

Oh yea. 

•Mr. Knudsen's propoeal oontem~l~tes 
that an RFC corcoration will -ke loans 
to manufacturers who nartioipate 1n the 
National Defense Program, f or the purpose 
of financing the construction and expansion 
of plants, t he purchase and i netallation 
of maoh1nery and equi~ment, and the providing 
of working capital for material billa and 
pay roll.s. • 

This ie a 
attached. 
interest , 

straight loan with no strings 
It is a atr~ight loan with no 

ian ' t it? 

Straight loan without interest, because 
there 1e no risk there. You Ollll fix 
interes t if you want to. 

For the working capi tal.. Is that without 
i nterest? 

That is the way I put it up in the agreement. 

You are not going to charge him any interest? 

I didn't 1n thie agreeoent. You oan charge 
h1m if ;you want to. It i e abort t erm ooney; 
you will get it back right away. 

Well., I am willing not to, but I am sure 
Jesse will want to. 

Well, I know he will, too. 

. Oh, I think there should be. 

I think they should, because it they went 
to the bank, the;r would have t o pay something 
t or it. 
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Oka;r. I tixed 3% on the loana. 

It ;rou don ' t , the;r will all orowd into 
the RrO beoauae the;r can get it without 
intereat when the;r aight baTe been able 
to get ao111e troll the regulor banlte. 

I tb1nlt the)' ought to chtu'ge interest. 

lfe were tal king about 5~ the other night. 
He has eTidentl;r made aome loane at 5~ 
but the bank r a te today vould be somewhere 
around three, on a sizable loan that 
amortizes in a ralc tiTel;r abort time. 
lfe baTe a lot or them i n the bank at 
Detroit. 

I tb1nlt the;r ought t o oharge t hree. 

1 For exampl e, it a aanutaoturer borrowed 
one mill ion dollare to :ourobaae macb.1ner;r 
tor b.1a plant to p roduce one thousand 
planes , the aum or 1,000 dollars would 
be added t o the normal ealaa prioe or 
each plane. • 

You JUllped a paragraph there. 

"Th e aaount or t h e i ndebtedneaa would 
be spread OTer --• 

"The amount or tbe "indeb tedneae would 
be spread over the to t al unite produced 
eo that t he ealee p rice or each unit 
would incl ude ita oro rata ehlU'e or the 
debt. The loan would then be repaid 1n 
quarterl;r installments according to the 
number or unite produced and eold either 
to the Un ited States or t o a foreign 
goTernment. 

1 1'or exaaple, 1t a aanutacturer borrowed 
one ai.l l ion dollars to purobAee ~~&obiner;r 
tor b.1a plant t o produce 1,000 planea, 
the aum o r one tboueand dol l a r• would be 
added to the normal aalea price or each 
plane. It in the t1ret three monthe, 100 
plane• were produced, then the manufacturer 
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would rep&)' one hundred thousand dollara 
on hie loan. 

1 The loan would b e seoured b:r a chattel 
mortgage on machiner:r, or a real eetate 
mortgage it land ie acquired and buildings 
constructed. Title would thua be vested 
in the manufacturer, but the lending agency 
could foreclose in the event ot a default.• 

That is a safety t h i ng . 

Yea, 1t is good. 

I don 1 t know. Ita wil l a ee bow we make out 
w1tb it when we get the first contract. 

Take an easy fellow like Ford. 

Ford doesn't want any mone:r. He vante the 
tools paid tor. He doe an 1 t wll.llt any mone:r 
to finance the buildings. 

Well , be will borrow mone:r tor toole. 

He might not even want to do that after 
you get t o talking to b1m, but I told him 
we would pa:r tor the tools and get b1m 
goin~. He hasn 't got an:rth1ng nov. He 
baan t got an order and he 1e plunging 
around v1 th the toole u p there l!lld he baa 
got a whole tlock ot men vorki.ng. 

1 The llallUtacturer would not take any r1ek 
ot loss since the loan would be repaid 
eolely trom the ea.m1nga ot t h e plant and 
e qu1paent acquired w1 th t he proceeds ot 
the loan and no recouree could be bad to 
the general aeeeta of the manufacturer. • 
That is all right . 

1 I t the Uni ted States or a f oreign 
government vhioh had placed orders v1tb 
a manufacturer cancelled the ordera before 
the planes vere nsid tor, the lending 
agency would forgive the debt to the 
extent ot the unpaid balance allocable 
to unmanuf actured or unpaid tor ple.nea.• 
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Just a minute, that is too easy on the 
foreigners. They have a different course. 
I t hink you ought to see w~t kind or a 
clause Pratt & 'ilhi tney Md \/right have. 
There i s no reason why the foreign 
gover nment s should be let ott so easy on 
l egisl ation like t hat. That is too easy. 

All r i ght . 

I out it up t o Mr . Purvis that it he cancelled, 
he would be stuck t or the balance. 

·;e have Just got t hought s down here tor 
di scussion, :'.r. Knudeen. 

In the next par agraoh, you aort or cover 
t hat. 

"Fo r examole, in the case given above, it 
after 500 of t h e 1 , 000 nlanes contracted 
t or have been delivered, t he order was 
cnncelled, and neither the United States 
or nnyone else assumed the order , then 
the nanutaotur er could d i scard hie nlant 
and assumi ng thi s is done nnd t he plant 
has no val ue, the unoai d balance or f1ve 
hundred thousand dollars would be forgiven. 
Since only halt ot the planes were delivered, 
only halt of the debt would have to be re­
paid. or course, to t he extent t he machi .ne r y 
or the plant had a residual or salvage value, 
the debt would hAve t o be r eoaid or the 
Government could foreclose and take over 
t he abandoned property. • 

That is r i ght, if he e lrcted to keep the 
plant ; but 1! he want ed t o g ive up the 
plant, we would have t o fo reclos e . 

But that woul dn't effect the Allies. This 
is t or the manutacturer 1 e side , but your 
eecane clause tor the All i PB 1a easy. 

l~e could oover th~>t , t hough . I would 
s~gest you cover t hat by bavin~ an 
agreement between the Al lies a nd t he RFC 
and in the event or a oanoella tion on the 
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part ot the All1ee --

The;r would be reeponeible t or the1r ebare. 

ror their ehare ot t he unaaort1&ed capital 
expenditure. 

That would be perteot. 

That would be better and then we wouldn't 
haYe to haYe two agreemente. 

'l'be;r would grab at that. beoauee ;rou lalow 
vbat our Alllerioan manu taoturere haYe &lm , 
don't ;rou, 1n .aet oaeee' And I &II not 
blaa1ng t hee. 'l'be;r make thea put down 
lex>:' ot the .ane:r t or the order, the mone:r 
tor the taxes and eYeryth1ng else, in 
adYanoe. 

Surel;r. I don't blame them tor t hat. 

I don ' t blame them, but th11 will help 
clear the whole thing up and g1Ye vbat 
Mr. Xnudaen hae been aeking tor, a tormula, 
but 1t ;rou tix up that All1ea thing and, 
ae I eaid, 1t maltea them - the All1ea will 
then only have to pay tor the atutt as tha:r 
get it instead ot putti ng up all the mona:r 
at once. 

That ie right. 

'llh1cb ie juet about 

In other vorde, it :rou took this laet 
paragraph on t he t1rst ehaet out and 
eubetituted tor that a paragraph whereb:r 
the All1ea would b e respone1ble t or their 
ehare ot the unpaid --

Yee, I wouldn't tAke out that paragraph, 
Mr. ltnudaen. I would just haYI an agree­
ant between the RJ'O tnd the All1ea. 

That they would be reepone1ble tor the -

'l'be1r portion --
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They would indemnity the arc ag&inat loss 
troa cancellation ot forei gn orders. 

Of their ordere, thAt is ell it lllliOUnts 
to. 

That is right. 

•under Mr. Knudsen ' s nlan, manufacturers 
oould borrow money only for etandard 
types of equip~nt which could be used 
in the manufacture of planes or other 
ermanents for the ~ar and Navy Departments, 
and this is covered also in t he dre.tt 
agreement. 

•senator Glasa' bill (S. 393g ) permits t he 
RFC, when requested by t he Federal Loan 
Administrator, with t he anoroval of the 
President, to creAte corporations. Since 
the security back of t he proposed loans 
ia not of a character or d inarily taken 
by the RFC, it has been t hought advisable 
to have as t he lending agency under the 
draft agreement a new corporation to be 
created tor the purpo se contemplated by 
Senat or Glass' bill end tenta tively called 
the Defense Finance Corporation.• 

There is one thing t here , Mr. Knudsen. 

I was wrong , l~r. Secretary. There is no 
l~t on the amount ot t hat money. 

Foley told me t here waa a limit of 300 
million. That wouldn't be enough. There 
is no limltt 

No, t here isn't a limit on borrowing margin 
of the RFC, but I think with tunds they 
have on hand and with t hat margin, it is 
somewhere around a billion and a half and 
all of that money would be available for 
loans for this nurpose under this bill. 

And what it woul d lll!lount t o is this, 
Mr. Knudsen: I am t h.ink1ng out loud. 
Those corpora tions vhiob are not l ike the 
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Aluminum Company woul d go the RJ'C route. 
The Aluminum Company would have to tllke 
the 200 - the President would have to uee 
the 200 or 300 mi llion - -

No, he could do it under the RFC aleo. 

Could he? 

Yeo. The oower 1e t here , it i s broad enough. 
I t says ---

Could he use t hat? 

That ie right. It eaye here, 1 When requested 
by t he Federal Loan Administrator, with the 
approvAl ot the President, to create or 
organi ze (A) ooroorntion or coroorationa 
wit h power to acquire Md carry strategic -
materials, (B) to ourchaae land, to purchase, 
build and exoand olanta , Md to ourchase 
equiocent and machinery tor the manufact ur e-­
or eouioment end au0olies necessary to t he 
national detenee; (C) t o lease euoh olant~ 
to orivate corpora tions to engage in such 
manufactur e; and (D) it the Pres i dent finds 
that it is necesoR.ry tor a Government agency 
to engage in such manufacture, to engage i n 
auoh manufacture itaelt.• 

Broad enough. li'bat ia t he n.ext oaragraph? 

26~ 

"It may be well to point out t hat the amount 
ot the debt forgiven it the contracts should 
be cancelled would be taxable income. However, 
if t he plant or eouioment were oeroanently 
discarded, t here would be on ottsstting 
allowance tor lose or uutul v.Uue equal to 
the ditter ence between the cost or t he olant 
and 1 ts salvage value. Depreci ation and 
obsolescence under the income tax law and 
under t he V1nson-TramMell Aot ar e not involved." 

No , I mean they are not nrobleoo, not 
ditti oul tieo. 

I n other words, you OM do this w1 thout 

Without worrying sbout income t ax and the 
Vineon-Tr&Jll.::~ell Act. 
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It it 1a limited to 12~ , ot oouree, it ie 
all right. 

That limitation would apply to the United 
States and toreign goode. 

Aleo --

And the labor provie1one. 

Put that in there. 

I will. 

This 1e going to be Yery popular. 

With everybody but Jeeee. 

I thought I might go over and aee him atter 
I get through here. 

You had better take a body guard. 

Why von 1t he like it' 

I don't see vby he will obJect to it. 

Well, becauee h e oan't make a protit . He 
11 taki.ng the rielt that the manufacturer 
doeen ' t vant to take but I thi.nk the 
rillt the OoYe.rnmant hae t o take here. 

It doee have to take it it it 11 going to 
get it quickly. 

Foley eaid a very viee thing coming dovn 
with 11111 th1e 110ming. He eaid the RPC 
aade a protit tor the laet eeven yeare 
out or the une.-ployed, g1Y1118 thllll vorlt. 
He &aJ'& they can 1 t make a prot! t nov out 
ot th1a national detenee. 

I don't ouite get that . 

.Ul through the laet eeYen yeare, the 
RJ'C hae made a pretit out or cresting vorlt 
to take osre ot tbe uneaployed. Th&t 1e 
tbe va7 1t h&e been run. But now vhe.n 1t 
ooaee to national detenee, be h&e got to 
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forego Me proti t 111\d ma:rbe take a loss. 

That is absolutely right. 

He takes a great pride, l!r. Knudsen, in 
the way he has run hie oorporation. He 
has loaned money and gotten it back, and 
he has made a nrotit and t herefore he is 
a great banker, but you can't do t his kind 
ot a job it you are going to r estriot yourself 
to the type or loans vhere there isn •.t any . 
risk involved, 111\d t hat it why I suggested 
that you might have to set un separate 
corporations called t he •Defense Corporation• 
and have him turn that money over to the 
Defense Cornora tion and have it understood 
before the Defense Corporation starts making 
loans, that it is assW!Iing a risk here in the 
interest of national detente, that the situation 
warrants the Government in doing it. 

But there is 1\ minimum or risk here, it it 
is done by the right people. 

The greatest risk we have come into is, it 
the Allies should o~tnoel their commitments 
1n the United States 111\d we are not able to 
pick them up, we have bought so much stuff 
t hat we couldn't ni ck it up under the 
appropriations that we have. Then a problem 
is set un. 

There is a risk t here --

It you were - your clause where t he Allies 
will hold Jesse Jonee harmless, you can cover 
t hl\t oart o r it. Then our loan tor America 
can rUn longer and can eventuall y be 
liquidated. 

I agree with that . 

'.ie had nnother ll!eOhM1sm, Hr. Secretary, 
that might tit in v1th this. You v1ll find 
in this orogrAlll th>~.t then~ will be very 
good manufacturers, very skillful, but Wh~ 
v1ll have small canital. nnd von 't have the 
money to buy the raw material, even. This 
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conra their oap1ta1 erpend1ture. Ve ba4 
another raeobaniem that ve Iliad, that I worked 
out, and 1t 1e being genera1ly applied DOW, 
o&lled a Field Warehousing Plan. In other 
words, the:y bought the materiAl w1. th !DOney 
borrowed from the bank, put it in a field 
warehouse, under a bonded man, and they hATe 
these regular oomp&n1ea who w1.ll get that 
material for them. It goee to their plant 
and t he f1n1ehed :oroduot then 11 paid for 
b j ue, you eee. It gives a reeerToir where 
you can put eTen the materiAl, if it ia a 
good lll&llufaoturer and he he en ' t the capitAl 
to carr;y t h e thing on, but still h e is Tery 
akllltul.. 
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Well nov, I want - Mr. lnudaen gets t hat, 
b ecause t hat llllgbt t&lte care o f the 115 lll1ll1on 
dollars o r part of it t hat Curtlaa-Wrigbt 1e 
askin g tor. 

Yea. 

It 1a very easilY and eimoly done. 

This, of course, is within the tour valle. 
I talked w1.th him yesterday and I told him 
that I thought he had eXJ)anded too rap idly 
to t&ke another hWldred million dollars. 
He is liable to get indigestion OTer there. 
He had expanded during t he l ast three or 
four :years to such an extent that I vae 
atr&id - -

I think t hat 18 Ter;y v1ee. 

That he vou1d epresd himsel f too thin, 
tooling --

You have to build a mansgomont to handle the 
properties. 

So that hAlt tho plant could be started and 
then ve could lAY it on afterward, but I 
d14n •t vant to give him &n)' more than that 
to begin ·v1 th. 

Then you ¥1.11 have to gt.Te it to aoo.ebod)' 
else to get produott.on. 
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lfe mlgbt. 

Beonuee we need t nnt. Ia there anything 
else 1n the Sears Roebuck experience ~1ioh 
would be applicable t o this , t hat you know 
or? 

No, those were the two things. lfe used this 
method all t he t 1m e. 

Tnnt 1e to etandardir.e manurectaring -­

We used this method in advertising tools, 
Jigs, and dies. 

There is one t hing you and I were tal king 
about and I wonder it t hat is covered. 
Suopoeing we buy a million dollars worth 
or tools and the fellow's order is coopleted 
and actually the tocla are on id tor. Now, 
we go to this tel lot< and say, "lfe wAnt to 
give you another order, • and he 1e kind 
or uppity. He doesn't wrunt it. Could it 
be eo that - "All right, Hr. Jones, you 
don 't want to do this thing but now the 
tools are paid tor, they belong to the 
Government. • 

Take t hat up with Mr. Foley. He is going 
to cover that. 

"The Government owns t heoe tools now that 
they are Daid tor, and 1 r you von 1 t do this, 
we are just going to move these tools bodily 
out or your plant and g1ve the111 to Mr. Sl:lith, 
it you are going to be unreasonable, see.• 

Not under t hie plan, Mr. Secretary. 

Tnnt is the thing I wne tl.\lk1ng to you 
about last night. 

I ~~~~ Just rs1sing it. 

You won ' t get very tar with t hat . 

Nelson r aised it with me. 

lie do t hat. 
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Te11 ~. It vae Nelaon'a 1dea. 

We haTe done t he eaae t h1ng 1n man:r 
1netanoes, but the ot her tellow geta the 
toole and ;rou m1ght heTe eome d1tterent 
equipment --

He m1ght haTe, and, on the other hand, he 
m1ght mt . Here are dUe and other th1nge 
that are go1ng t o be bought t or t h1a. Th1a 
11 go1ng to be very broad. I t h1nk the 
OoTemment at 1te opt1on ought to g1Te -
l et h1m haTe the tool a or take them ava:r, 
at the OoTern~~~ent '• ont1on, beoauee ;rou 
might haTe a lot or Tery, Ter;r expene1Te 
d1ee her e, Kr. Xnudaen. Take th1e tank 
program - -

He hee pa1d tor t hem. 

N0 , the Government pa1d tor them. 

We loaned b1m the money. 

No, we pald tor t hem. ETery one he bought 
had amort1~at1on - we pn1d t or them, the 
OoTernment pald tor t hem. 

Well, w loaned h1m t h e money. 

No , w p ald tor them and ve pa1d hlll the 
mone:r and he nald baolt the mone;r. The 
0oTemment OwDI them. 'the 0oTel'lllllent baa 
bought them. 

But not under th1a eoheme here. 

'l'hat 18 what I - • tal.ltlng to Kr. Fole:r 
about laet n1ght . 
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The t1 tle waa t o rema1n v1 t h the manufacturer. 

In t he Sears oaee, they lteep the t1t le. I 
want ~ to e xpla1n th1e. It 1a nr:r 
1ntereat1ng. 

In th1e tanlt pr ogram --
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I know the a tory. I know the eoheme vell. 

You are going to buy eome very expensive 
dies in this tank program. Now, those 
dl.es mi ght be moved trom one plant to 
another . Now, it they belong to the 
manuf acturer, be then eaye , "Look here , 
I am going to take this order at 5,000 
or 10, 000 or 50 or a hundred or two 
hundred.• It the dl.e8 belong to you, you 
have got a better trading ooint a t the 
end ot the tirat contract. You have got 
a better trading point it the dl.es belong 
to you, it they belong to the Government. 

It is only i .n case the contract i8 t1niahed 
you pay tor the tools, and it cancellation 
i8 50~ , you have only paid halt. You can't 
move the other halt. 

But you might, Mr. Knudsen. Here is another 
point . The reason I want to see th1e title 
remain with the Government, you might get 
this order 3/4 ot the way through or halt 
way through and then decide you want to 

'pl.ace it w1 th another manufacturer because 
he isn't doing a good Job. You want to 
recover that quarter. 

You have a mortgage cni t, According to 
this. 

That is only until it ia paid tor, but 
it you cancel i t , you have no mortg88e 
on it . It you cancel it, you leave h1m 
with the debt. I want to see those remain 
some way the property ot the Government so 
that at their option they OM move them 
trom one olant to another. 

1/ell, that is an entirely ditterent theory, 
Mr. Secretary. ThAt is on the theory t hat 
the title remains with the Government. 

Just take a minute - we are talking about 
something here. Once the d1tticulty ie 
settled and Mr. Knudsen goes t o work , it 
ie better tak1ng ten minutes to Argue nov 
than to have a headache six months trom now. 
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I t I give my word to a tallow, we will have 
to go through with 1t. 

And you want me to give you my word I am 
going to baolt )'OU up. You vant me to sq 
I am with you. 

This 1s it, yea. 

Let 1 e take five minutes and let 1e see what 
are the advantages and disadvantages. You 
are bothered about the tax thing on this 
t hing, aren't you? 

Oh, I am not -I wasn't thinking so much 
about the tax thing, Mr. Beoretary, as I 
was about t he whole theory or the vay that 
this 1e set up 1e repugnADt to the achette 
that Mr. Nelson ie advancing nov. We could 
do t hAt, too . We could go out and buy the 
jigs and d1ea and tools and then release 
t hem to the manufacturer. 

That is what you are doing. 

No, we are not . 

Oh yes, in theory, absolutely. 

No, •!r. Nelson, we are just acting as a 
banker, but titl e is in the fellow t hat 
borrows the money and all he g1vee us 18 
a mortgage to secure our loan on the 
property that he buys with the proceeds 
ot our loan, but when the loan has been 
repaid, the mortgage is cancelled and the 
proper ty is without any enoumbrancea. 
Nov, it you are atraid at that time he 
ie going to bold you up when you place 
another order with him, you can put a 
l)rovidon i .ll that contract that ineotar 
as additional orders a tter the entire 
loan hae been repaid, t he Oo-rernment hae 
an Ol)tion t o bU)' at a certain pr1oe eo 
that he von 1 t be able t o hold you up. 
We oould put t hat i .n the oontraot. But 
when you get m1x1ng up a title with t he 
underlying theory or the arrangement t~ 
Hr. ltnudeen has suggested we put into thllt 
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agreement, we llre juet aett1ng out on 
ano t her basis and 

I don't see where you are starting on 
another basis. Here ie what you are doing. 
You are not loaning him money to buy 
something. You are Just advancing him 
money beoauee you are repaying it yourself. 
For instance, on this order ror Ford, you 
are buying - - . 

The Allied Governments are repaying it. 

Yes, eo the thing you are reoaying it tor 
is prooerty t hat may or may not be very 
valuable . It may be very valuable. I t 
may be t ha t at t he end or t his cont r act 
you would want to store that sonewhere and 
use it again. 

That could be done. 

To me you are buying at times s ome very 
valuable things . 

Th~>t could be done, l~r. Nelson, but we 
would start with an entirely different 
arrangement if we were going to do it 
that way. 

I don ' t know the legal point or view. 

\fe would buy t het> ourselves and would 
l ease t hem, but Mr. Xnudeen and I discussed 
that the other afternoon 1\Dd we didn't think 
t hat was very yraot1oal because you woul d 
hPve some machines in t he aame planl: that 
~ere owned by the manufac t urer and you woul d 
have certain other machines in the plant 
t hat were owned by the Government and there 
would be certain replccenente on hie machines 
and certain replacement s on Gover nment 
machi nes. Hie machine~ mi ght deteriorate 
raster than the Government machi nes , and 
you woul d get the things !U.l mixed up and 
it is a very, ver y difficult thing to 
work out and we t hought t hAt this wae 

On machinery it 1e hopel ess. On d i es 
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I a111 thinlUng principally or d1ea end 
maohlne tool a, not maohlnery. Machinery 
ie a ditterent thing. Machinery ia an 
entirely ditterent t hing. We are talld.ng 
about the dies, toola, and Jiga that are 
uaed - that are eaaential t o the production. 

All ;rou need to do 1e put & paragra,oh in 
h ere that t he toola and dlea ahall revert 
to the Government a t the end ot the contract. 

TbJ;.t is the point. I think it you don ' t do 
that 

llhat would t hat l!laen? 

You are giVing ava;r a very valuable thing 
h ere. 

Well, it ve !ll'e goill8 t o do it th1a va;r, 
t hen I think ve ought t o buy t he Jiga, 
t h e diea, end the t oola and g ive thea to 
them p roviding t hat when he 18 through with 
t h em he givea t hem baok. 

I don't thi nk ;rou ought to do that. He ought 
to buy thel!l. You will get them much qu1oker, 
better, you will get everything better t han 
ua buying the:n. 

It he ie buying t h eo, vby ien 't he entitled 
to keep t hem when the contract 1e over, juet 
the aame aa eny ot the reet ot the plentt 

You are giving ava:r aoa e very valuable 
eaaent i ala to t h e d etenae orogra111 when 
;rou loen h1m money t o buy tools, J 1ga and 
dlea and then give t h em t o hio a t the end 
ot the c ontract. 

No, we don't give t hem t o h1m at all. 

Well, you do . 

No , you come t o me and you eay you want 
a thousand dollars and you want to bu7 
aome Jiga, diea, and tools , and I loan ;rou 
a t housand dollar• end I taka a chattel 
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mortgage on those Jigs, dies , and tools. 
You keep up your payment s and in three or 
tour yeers you have ORid me back everything 
I have loaned you. Why should you have --

I haven't,though, the Government has naid 
it because the Government adds ten dollars 
or fifteen or twenty dollaro noieoe t o the 
cost or them to oay the oost or t hoee things. 

You are assuming t hat the only business you 
would get would c ome f rom the Government . 
The Allies are placi ng orders , too . 

They will place a minimum or them, t hough. 
It is the same thina whether t he Allies 
do it or not. It is different troo buying 
machinery or buildings here. You are buyi ng 
a great big difficulty. One difficulty cay 
cost t or this tank progr am - I have no doubt 
that t he dies alone tor t his tank program 
may cost five or six mill ion dollars. 

I don't think so . 

l~ybe two million, maybe two m1ll1on. That 
die that you have t or that --

27! 

It we get mixed uo with the All i es, Mr. Nelson, 
it would be better to say - put a paragraoh 
in here saying that at the c~nclusion or the 
contract, the Government woul d have the oot1on 
to ourchase the dies tor use in another oanu­
tactur1ng establ ishment. 

At a oercentage or their value. One oercent 
ot t he 1r value or t wo oeroen t. 

We could do t he t. 

It you did that, I would be e ntirely satis­
fied, but I think the thing- I have been 
listening very closely and t he thing I an 
afraid ot is the mixing uo ot pArt Government 
ownershi p and 011rt orivete ownership . 

You can't do it . 

But it you said when this thing i s written ot t, 
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the end or the contract, the Government 
just l1ke Y.r. Knudsen has sa1d, has the 
option to buy this sturr at a dollar a 
machine --

At a very nominal figure. 

I am going to talk !rom t he standnoint 
or the manufacturer. I wrunt you to get 
t his , Ed. I am going to tnke the opposite 
e1de. Th1e 1s very Amusing. I am w1ll1ng 
t o argue !or the manufActurer. I don 1 t 
want to do this business. I don't want 
to be bothered with this thing . 

You hAve got a good business and you are 
making a lot or money and you don't want 
to go 1nto this th1ng. 

I don ' t want to go into it. It is a darned 
nuisance. I am not going to do business 
with Mr. Jones and have him tell me I have 
got to limit wages. I don't know whether 
he will do this or not, but the Pennsylvania 
Railroad, when they borrowed their money 
from 1</PA, they l1m1t ed the salary of the 
president and so they vent ou t And borrowed 
the money and PAid ott the WPA so they could 
run t heir own business. Thnt is right , 
1en 1 t it? 

Well, it is a little different. They . 
borrowed the ooney froo Jeeae and he out 
a l1.o1tation or $5(),000 on the ealary or 
the president. 8o they wnuldn 't t ake the 
loan. They cancelled the agreement and 
vent ahead. 'i'hen wen \IPA came along they 
lent them t he 80 million dollars and didn't 
put any limitation on the salaries, end 
they electrir1ed the d ivision rrom here 
to New York. 

I am just arguing nov from the standpoint 
or the manufacturer. I am getting quite 
a kick out of .this. 1 d on ' t want to do 
this business, see. 1 don't want it, it 
is a nuisance. I hAve got a good business 
and more than I oM toke care or. But it 
I can do this thing and ge t this thing and 
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vben I aa throu~ 1t the t!Ung etill goee 
on, vell, IIIIQ'be theee toole are going to 
be vorth eometh1ng and that 1e the gamble 
I am go1ng to take and th3t 11 the gravr 
I get out ot th1e th1.ng, but 'llllen I 811 

through, the toola are there. Vall, when 
oeaoe t1me oolllle along I have got a whole 
bunch ot toole and maybe I oan p1ok up 
eome bue1neee and use these th1nge tor 
peace t1me bus1nees; but 1t, when the 
thing 11 through, the Government 1e go1ng 
to tue 1t, there 1a nothing 1n 1t ror 
me. I am juet arguing. 

I oan g1ve you an example. 

There 18 80me gravy 1n it. I have got a 
bunoh ot toole, and 1netead or cak1ng a 
tank, maybe I oan make a road. maoh1ne to 
go along and grade a road or something. 

Mr. Nelson 1e afraid t here 1e too much 
gravy. 

I am just - I am the manufacturer. 

I oan g1 ve you an example, ~.r. Secretary. 
Ve make a lot ot d1ee every :rear, about 
10 m1ll1on dollars vorth. At the end or 
that year the d1e8 aren't worth only 80 
muoh ror 1ron, $1~. 00 a ton. lfe have to 
eorap t hem. Unless we carry the niece 
on :rear &!ter rear, there len 't &n)'th1ng 
we c&n do. But 1t rou oan a ell th1e b)' 

putting a par&gr&oh 1n, you have th3t 
option. The d1ee will have a nominal 
value. That v1ll e&tie!y Mr. Neleon. 

Here i8 the reaeon it i8 verr valuable. 
In t&lking v1 th one of )'Our bo)'e, the 
point oRll!e out the7 want to bur 50 tanka. 
1fel.l n~ rou mar bu7 50 tanks and amort ize 
the tools at 10 thoueand doll are. 

You couldn 't amortize the tool e. 

I real1~e that, but you m1gbt eay a 
thousand or whatever it eight be, a 
very a1ni.ua educational order and 
amort1&1ng tools on the educational order . 
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But then you oome 1nto the b1g ouant1ty 
production betor e you have got the tools 
paid tor. 

You see, Mr. Nelson, take the argument 
we had t his morning about the 6 ,300 motore . 
I ooul dn 1 t detend amortizing the 20 million 
dollars on 6,)00 motors and I am not going 
to do anything. I Am going to take the 
10,000 plue the ontion ot t he 10,000 and 
t hat ie the. amortization vo~ue I am going 
t o aet on the t ools. Otherwise, you might 
say I might buy a hundred motors and have 
20 million dollars. 

Well, it you gentleoen are sold, I ao sold, 
it you can get away with it in the interest 
ot the Government that we have an op tion 
that whenever the contract is tlnished end 
the loan is paid ott and the tools are paid 
tor, that the Government has an option to 
take the tools. 

To buy them at an agreed nr1oe. 

No, I wouldn't do that. I think you are 
giving thea too muoh. 

Why don't you say at a dollar? 

At a dollar or L~ ot their value or some 
or1oe. Not a negotiated v~ue. Then the 
Government is pa ying sooethlng over again. 

I think Nelson is right. 

Oh, I know it. 

I would say at s dollar. 

I have been thro\lgh thls tool program 
and so has l~r. Xnudeen end you know what 
i t i nvolves. It involves --

I think it is a very i mportant contribution 
that Nelson has made. 

There isn ' t anything wrons with it. It 
depends on whether thoae tools are worth 
anything or not. 
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If we don't want thea, we don't have to 
talte them. Wbile you are tal.lt1ng here, 
I was thinking - exouee me. The Preddent 
ia very proud of when be wae Aee1atant 
Secretary of the Navy when be built an 
armor plate f~otory in Weet Virginia and 
the stuff 1e more or lese still there, 
and When they got into this bottle neok 
buainess a year ago, they opened the olant 
up. It was still there, twenty yeare. later 
&nd be is very proud ot the taot that t hia 
thing was stUl there &nd the plant was 
atill there and t hey oould open it up and 
organhe it, but the plant waa there and 
twenty years l ater the Oovemaent bad use 
of it. 

It 1111gbt be very i mportant --
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I think you made a very i mportant contribution. 

I am willing to put tha t paragraph in. 

You are going to take on Uncle Jesse again, 
are you? 

I am going to eee b1m about 1t, beoauae 
we bad eome talks and ran up against the 
faot that we couldn 't l eaae a plant on an 
ordinary leae1ng baeu . Naturally, be 
waan 1t interested. 

I tbink the suggeet1on Foley made of a 
eeparate t1nanoe corporation eo that would 
etand out and take the l oee, Whatever it 
11, eo 1 t would.n 1 t a how uo on the boolte 
of RFC, will aatiety Jeaee Jonee. Now, 
What happens t o the aone,y that the 
department& lulve to epend tor thie eeme 
purpoeet 

Well, that 1an 1 t - that 1en1 t involved here. 
The Army baa a certain amount ot money, the 
Navy baa a oerta1n amount ot mone,y, with 
wb1ob they oan buy toole and the)' oan buy 
j1ga and d1ee. 

r or Government plantat I would lteep that 
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Tll1e is the t hing, 

But it doesn't make a bit ot d1tterence. 
They are going to pay so much per each. 

No, let me ask - I think t his: I th1nk 
that all the money - this 200 million 
dollars, it that will go to these arsenals 
that the Government owns. I am thinking 
out loud. Save them tor t hat. Then I 
think there wouldn 1 t be any too much money 
to go around tor Government arsenals . 

These powder plants you are going to bu1ld? 

That is right, the ehipyards, the stutr 
that the Government owna i tself. 

Outright. 

Outright. 

Use that money. There ~<on 1 t be any too 
muoh money, because when you get into 
th1e thing, t hip anti-a1rcrnrt guns and 
all the rest or the aturt that the Government 
is building, they have got to build plants 
and equipment and - what 18 it, 200 m1ll1on 
dollars? 

In other words, their money will have to 
be spent in plants t hat are lensed and 
oper a ted under a contract basis by private 
contractors. 

No, I am th1nking or lOa% Oovernnent-owned 
plMtS . 

TbAt is easy. But aunooaing you build a 
powder plant? 

Then i t will oome under this contract. 

Under this? 

But you take tor 1nstanoe, we are making -
I don 't know whAt 1t ia, 30 or 4o Garand 
rifles a day in our own areenala, aren't we? 
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'l'here 1e no problem there it it ie in our 
areenale. 

Thie money will go into that. Ita lllalte tb1a 
anti-airoratt etutt in our ovn tactoriea. 

Did.n 1 t we build an armor plata plant tor 
the Government? 

That 1a the plant I am talking about, 
that Assis tant Secretary Roosevel t built 
20 years ago. 

And the aaortization charge was aet up at 
50:' t he tirat year and ve d1d.n 1 t oaae it. 

I don 1 t think eo. 

The title ot that ie in the Government. 
The Government ovne t hat plant. 

So there is no amortization quest ion. 

I aopreciate t hat. I think you have 
something. I am not sure about it. 

It I could make t his euggeation, th1a i8 
two or three hundred million dollars 
vhioh ie available to the President. 

It is 200 , Mr. Secretary, t hat i8 available 
to the President. 

He tiret aalted tor a hundred, and then 
cUd he make --

I thinlt they gave him a hundred and gave 
him the power to encumber an additional 
hundred. 

My euggeet1on would be that that money 
would be kept tor 100% Government- owned 
plants, and t hat this program va are 
worki.ng on today would be tor private 
induetry. · 

Where the Government acta ae a banker. 
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I see. Then the nrooedure is t or me to 
olear t his with Jones and then notify 
the Army nnd Navy to keep t he money tor 
their own show and it My outsider wants 
money, he has to go this r oute. 

Th~t is right. No w, besides advising the 
Army nnd Navy, it I may mAke a suggestion, 
l~cReynoldo should visit the Director or 
the Budget about this at onoe. 

Yeo. 

::ow, I told t he President yesterda;r. and 
he asked me t o write him and the Director 
ot t~e Budget, that I wanted him to set 
aside a couple or million dollars out ot 
t h i s tund, esmark i t, to save it, so we 
could pay the Br1 tl sh Gover nment a lump 
sum t or the Rolls Royce. You see, he 
agreed t o th~t. I write a letter to t he 
President and the Director or t he Budget, 
please set asi de one, t wo, or three million 
dollars earmarked, and save it, you see, 
but l·lcReynolds should advi se t he President 
and the Dirsotor or t he lludget Rnd so t orth 
and so on, that io t he polioy. But t hat is 
the divi sion. I think i t is excellent. I 
ao ver y enthusiastic. This means everything 
to the Allies, everyt hi ng. 

You will realize t hRt th18 1a no t a co=lete 
agreement, Hr. Knudsen, I mean, it is Just 
a t1rst dratt . 

He understAnds. It has been a good meeting. 
Let me know the outcome or your meeting 
with Jesse, will you? 

When we get through, this is go 1ng to be 
50 9ages, not 9· 
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Secretary Morgenthau 

E. H. Fole7, Jr . 
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J\lne 14, 1940. 

Atteched is an exceedingl1 rough draft of an agreement which 
is intended to carry into effect the s uggestion which Mr. ~nudeen 
handed to me at his office last evening, copy or which 1a aleo 
attached. '!he plan 1a an adaptation or rail-1 equipment 
certiticate and publlc revenue f1nnncing to the natiQrull defenae 
f inancing problem. 

!Jr. Knudsen ' s proposal contemplates that a R. p, c. 
will make loans to manufacturers Who participate in the national 
defense program, for the purpose or financing the construction and 
expansion of plants , t he purchase and installation or machinery and 
equipment, and the providing or working capital for material billa 
and pay ro lle. 

'!he amount of the indebtedness would be spread over the t otal 
units produced so that the aalea price or each unit would include 
ita pro rata share or the debt, The loan would tbnbe repaid in 
quarterl1 installments according to the number of unite produced 
and sold either to the United States or to a foreign government. 

Por example, if a ~uf'aoturer borrowed $1,000, 000 to purchase 
machinery for his plant to produce 1 , 000 planes, the sum of $1, 000 
would be added to the normal ealos price of each plano. If in tho 
first :5 1110nths 100 planes were produced, then the manufa cturer 
would repa1 eloo, ooo on hie loan. 

The loan would be oecured b)' a chattel mortgage on machinery, 
or a real eatato mortgage if land 1a acquired and buildings con­
stn>.cted, Title ..ould thue be veoted in the manuraeturer, but the 
lending agenc1 could foreeloeo in tho event or a default . 

Tho manufacturer woul.d no t take anr r1ak or loaa since the 
loan would be repaid solelr from tho earnings of the plant and 
equipment acquired with tho proceeds of the l oan and no reoourao 
could be had to the general aaeete of tho manufacturer. 

If the United Sta tes or a foreign government which had placed 
orders with the manufacturer cancelled the ordore before t he plan .. 
were paid for,• the lendin6 agenor woul.d forgive tho debt to the 
extent of tho unpaid balance allocable to UDIII8nufact~ or mpa14 
tor planee. 
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For example , in t he case given above , if 
plonea contracted for had been delivered, the 
and neither the United States nor anyone els e assumed the order 
then the manufa cturer could discard his plant and aaaum1ng that '1e 
done and the plant haa no value , the unpai d balance of t5oo,ooo 
would be forgl. ven. Since only half of the planes were delivered, 
only half of the debt would have to be repaid. Of course, to the 
ex tent the u.cbinery or the plant had a reaic1ual or salvage value, 
the debt wo uld have to be repaid, or the Oovernment could foreclose 
and take over the abandoned property. 

Un der Mr. Knuds en 's plan, manufacturers could borrow money 
only f or standard types of equipment tt\1ch coul d be used in the 
manufacture of planes or other armament for the War and l1avy 
Departments , and thi s is covered also in the draft a greement. 

Genator Gla s a ' b ill (S. 3930 ) permits the R. F. c. , when 
requested by the Federal Loan Administrator, with the a pproval of 
the Presi dent , to create corporations. Since the so curl ty bacl< of 
the proposed loans ia not of the character ordinarily taken by the 
R. F. c., it haa been thought advisable t o have a s tho lending 
a gency unde r the draf t agreement a new corporation t o be crea ted 
for the purpose contemplated by Senator Ola sa ' bill and tentati 
called the Defense Finance Corporation. 

It may be well t o point out that the amount of the debt fo1rdoe 
i f the contracts should be cancelled, would be taxable inco me . 
However , i f the plant or equipment were permanently d i scarded, 
there would be an offsetting allowance for l oss of usefUl value 
equal to the d i fference between t he coat or the plant and i ta 
salvage value . Depreciation and obsolescence under the income tax 
law and under the Vinson-~el Act are not involved. 

Tho limita t i on of 12~ contained in the Vinson- Trammel Act 
would appl y oo sales to the United States and existing rogulaucm~~o 
would be applicable . 

(Initialed) E. H. F. Jr. 

EHF: CIK :adm 6- 14- 40 
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TREASURY DEPARTMENT 28.9 

( INTIER-OF'FlCa COMMUNICATION 

P'IIOM B, B. J'ol.,-, lr, 

~I, 
/ 

AttacW ie an •,......,'"&lT roQ&h .sr.tt or an acren nt 'llhioh 1a 
intelldM to 011rr7 into atteot the •uueat.ton wbioh llr. flmdMD banded 
to • at bb ottice l.an welli.Dc, OOPT or wbioh 1a &leo att&abecl. tile 
plan 1e an a4aptetioll ot rall~ aqui~t certitioate and publJ.o 
............ tin&DOiJI& to the ll8t.1ollal dat- f1neM1DI probla, 

llr. lmac!•o' a propoaal. contaplataa tbat a R. J',C. corporat.1oo will 
uka loan& to MINfaotur.ra -.bo partioipata 1o tbe nat1oD&l dat­
~ tor the purpo .. ot N""nn1lll tbe conatruotioll and ez:pand"" 
ot plant&, tbe purcbue and 1nat.allat.1on ot um,._,. and equi~, 

and tbe proY141QI ot 'llll1"lt1o& oapit.al tor Mterial bUl.a and p&T rolla. 

!be uoount or tbe inde'btec!Dal& wollld be apr.ad Oft1' tba total 
unite produced ao tbat tba aalea price ot eaoh uoit wollld incllllle ita 
pro rata abara or tba debt. Tbe lo&D would tbeo be repaid 1o quarterq 
inatall.Mnta acoording to tbe -boor ot unite procl:uoold and aold aitber 
to tba tlDited Statea or to a toreiiD ,.,.en>MDt. 

J'or ..-.ple, 1t a ...mtanturer borrowed $1,000,000 to purcbaee 
MohioeJ)' tor bia plant to prod.- 1,000 pl&Daa, tba .,. ot $1,000 
would be added to tba no..-1 aaleo price of aaoh pl-. It 1o tbe 
tirat 3 100nthe 100 plaDea •re proclucecl, tbao tbe -....ataot.arer would 
rep&T $100,000 on bia loa. 

Tile lo&D would be Mound lv a oba.ttal IOOl'tpp "" -cidneJ)', or 
a real anata ~ 1t land 1a aoqui.re4 and ,,nd' ... ~. 
'1'1U. -.14 tbu be YUtad 1o tbe -uteot11Nr, but tbe }'"'""Ill ....... 
eould toreo.loM 1o tbe ..-ant ot a Walllt. 

!be ..antantllrU' wollld DCit tab .., r1.ak or 1oM a1noa tba loan 
would be repaid aol.el.T troa tbe aut1Dp or tba plant and aqui~ 
aoquirad w1 tb tbe proceeda of tbe loan and no reoo- ooul.d be bod 
to tbe pllel'eJ. -ta of the -utaot....er. 

It tbe 1JD1tad St&taa or a toreiiD ,.,...._t *lob bad placed o...S.ro 
witb the -=tant....er 08"_,,.., tba ordua before tba plana• wve paid 
tor, tbe lendin& &fi8DqJ' wollld torcift tba debt to tba extant ot tbe_ 
Ullpa14 bel•nce ~ble to • Dtttantured or unpaid tor pl&Daa. 
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For eXIUIIple, in the oaae giTen above, it att.r SOO of the 1 , 000 
pl&Dee contracted for bad been deliY&red1 the order wu oanoe:U.CS &D4 
neither the United Statee nor arc;rollll else ue.-.4 the order, the 
the II&AIItact"""r could 41acard bia pl.mt and uSIZ.Dg tbia 1a dom 
u::t tbe pla!lt baa DO nl..,., the mlpeid boJonoe or tsoo,ooo would be 
t orpTen. Since o~ balr of the plaDee wre clellnrecS, OlllJ' 11a1r 
of the clebt would b.aYe to be repaid. Of OOuree, to the extent the 
III&Cbine>y or the plant bad a residual or aalTop nlue, the clebt 
would have to be repaicS, or the Govel'DII8nt could forecloee end take 
oYer the abendonAKI propert,r. 

Under !lr. ltnudaen • s plan, Dl&nutacturero could borrow 110""1 
o~ f or standard iy'pea of equipaent 'llhich could be U8ed in the 
lii&Duta cture of planea or other arm&JDeDt tor the War ancS lllny Depart­
aonto, and this ie covered eleo in the draft .,... ...... t . 

Senator Gl&ea' bill (S. 3938) pend.ta the R.l'. C. , e.. 
requested bf the l'wcSeral Loan !dainiatrator, with the approYIIJ. of 
the President, to creata corporations. Since t.be MCI.lrlt;T back of 
the proposed loana 1a not or the character o~ taken bf the 
R.F. C. , it b.aa been tbo\llbt adrtaable to beve aa the lending agency 
under the draft qreecoent a Dew corporatioB to be o:reated for t.be 
purpose cont011plated l!r Senator Glaas • bill and tentotin~ celled 
the Defenee Finance Corporation. 

It .....,. be well to point out that the a..>UDt of the debt foriinn, 
it tbe contra cts ebould be oanaellod, would be taxable inCOJDe . Bow-
nor, it the plant or equ:l.pMnt were pel"lllllDentq discarded, tbere 
would be an offeettin& alloRDC8 for looa of useful nlue equal to the 
ditterence be- the coet of tbe plant and ita aalnae Telue. Depreoi&­
tion and obeoleacence \lllder the inco:le tu law ancS under the vu..on-
1'rUMl Act are not iuvolvod. 

the lllli.tetion of ~ contoined in the Vineon-T....-el Act would 
app~ on aalea to the UnitecS State s end exiotin& regulations would be 

applicable. 
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Tbe Tre&llll%7 ~p&rtMnt ql'MI to tile prind,ple tbat pl.azltl 

built or ~lli~nt f'unl1ebed in the •MrCano;y aball be titled to 

tba u.nutaoturer and lwldled tbru tile R.I'.C. on a loan baeio. Tile 

coot ot web plant and eqlli~nt aball be spread onr the total 

requiruenta in ,...bers of pieces. Tbe uortisation charge rill 

be a l egitaate pert or tbe price per unit, but rill O&rrf no 

profit to tbe unutaoturer. Tbe tlmda otrtaiDed tbru tbia lletbod 

rill be ruit ted to tba R. F . C. as Ull1 ta are aold. 

Tbis 1o applicable to doaeatic or !oreiiD business 'l'itb tbe 

prorlao, bowever, tbat t..-eign order a IIWit be atondord American 

I!IAt erial. llo m terial or apecial dee~ oan be i noluded. Tbe 

aaou.ption 1a tbat Governaant will uauaoe loss due to cancalletion 

before COIIpletion Of tbe ordere. 
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.... \&rJ ....... u.. 

&. I, JeltQ', lr • 

.l\~ b aa oauo'1•1lT ...,.P u.t\ ot .,. apo \ 'IIIUell i a 
in~ to ......,. l.ftto ettaot tM l ll;lo.,I U OG wbleh liT. P::IIUCI- b ...... 
to • a~ bia ott1• 1u\ " •lliQI, 00;"7 ot wb.loh h oleo ·~~. '!be 
, 1.,. 1a an ad':>\&Uoa of ...URT equl-\ oerUt1•t.o Olld publU 
,..~Due tiDeaeinJ t.o t.M nn iocal det•,..• t1...,..inJ ;>~ 

.... llwd ..... . ;>ropoaal ...... ~ ..... lob&\ • ~.r. c. oor;_onuoe nu 
Mke 1 .... \0 aaautae~.lftra - p&r \1t'1! t \o in Ulw nns.-1 det­
~ tor U.. I"'"P"" of fist&Niill( t.ht eot .. uuc~U>D ru.c ·~ 
of plant.o, Ulo ~- &:ad l.ftaWlal.Sml or ••~%7 ud equi_t, 
n ..S U.. ; ,..141PJ of -"11li •pit&l tor uwri&l bUla ud pq ...ua. 

The ._..., of lhe lDdollo~ .. • ulcl 'be 1p.....S onr \be \a\&l 
ual\a ,JO<S.....t eo t.Mt. t he a&lu ;>r1oe of 04CII ua1t. ....U iDOhl .. 1\a 
pro re\a tdlare of U.. clobt.. tba 10&11 would t hen be rep&lcl in quor\erl.T 
lnatdlJMnt.• • • oor<lill& to \be 11118ber or \.IIIJ.ta produead and IOlc! •1~ 
~o Lhe Ullited Statu or to a toreiiJD KOYe,_t. 

lor ellllllple, 1t a .....tuturu borrowcl t 1,000, ooo to !>tu'Obua 
Mohil>al)' tor hia p1a.D\ 1.0 prod .... 1 , 000 yl iUlao, \he - or tl , OOO 
•oul d l.oe acldecl to Ula .....-1 .. 1 .. vrioe of e t.a.b vl-. It 1D the 
tire\ ) -u.a 1?0 plAu.,. w re ~rod...:M, tbon \he -raeturor ..W.c! 
r •pey U.000000 OD hie :L..-. 

t'bo lMa -.14 'be .. _... ltr a oband ~ oo -111>1lMZ7• or 

• .-1 """" -···· 1t lalld 1• Mquirod aacl bull<!iap OODitrUOt.od. 
TiUe ..-14 ~ .. be-"" 1D \he - utu\urer1 but tbe l aJid.J.DI .,_ 
eould ronelHe 1a \1M _, of a cltteul~ 

n.. _,...,,...., would DO\ \aU U¥ riM of 1aea •in• \be 1.­
wovld 'be ropeid aolel.T troa \1M 1 ·•• ot Ute plaat &J:d eqoi-' 
aoquired w1\h Ute proud• of t.ha loaa Olld 110 ,__ oould be W 
to \he a•nenl .... ta o! w -utaoturwr. 

It w llai\ed 1\&\ea or a roreip ,.,., .._, obieb bad plaeed o~a 

wi\h t ba -raeWrer -u..s U.. orcloro 'boto"' tlla pl ... • wra peicl 
ror, t.l:le leDdinJ .,aaq would for11n ~ clolot. to \he ell\aat of -
UDpe14 llt.l - ~bl• \o -utae\ured or un;aid tor P~• 
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( - TREASURY DEPARTMENT 

WASHINGTON 

Off"" ICC 01' 
COfll• l5lSIOf«:ll OIIJIIftJUi.t.L MVOtUI 

....-. .. - ... ,.. 
~_....... .. !_........_ 

--""'""' U'aPaCI. 
cu 

REI'(IIT FOR SEC!liUIIY KCJ!GB111'1Wh 

J\ln41 1,, 19&0. 

In regard. to eloa!.ng acr-oDh \1114er tho V1u=-TrUIIld1 
.lot, tho d. ... lo~a clllrillc tlaa WMit wro aa tol1owaa 

lllltor 1:14AM &D4 ec.p"'IT, Illoorporato4a 

J. 4r.tt ot o1oa!.ng au-t-· -.11o4 to tho cODtractor 
t or ooD a:14orat1oll amd a:1£1l&turo. 
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'( UljU,AA+ DE W J'JW(CJ 

ADz Ztato Uaie 

L'.l'l"UCHI PilUIICID 

20 lzche"ce Place , 
In York, June 13, 1940. 

Pollowla« aar hle]:lbooe coonnatloa or t h 1a -.oJ'Diac, I wiah 
to cin 7ou the u talb coaceniDc ~ ~rother lf&rc, who wu 7aar 
DeJ.&hbor 1D Parlo, .beau. neber. 

Be 1a a LieuhDaDt 1D the 6th Squ4roa of the 3nl a..tt.eat 

30! 

of •..,to-aUreilleu .. e• AD4 •••u to ban beaD atatloaecl. aear Lo....,.. 
A letter reeeincl. IV ~ faai~ at tbe eacl. of llq troa aa Otfleer 

1D h 1a :Rest.eat ...,.. u follow•• 

• I aa nr, worried abooot Mare. I ,.,. bial lut in a a treat in 
a ,.lllap which waa beiac heaT1~ a&4hia~t-cwme4, aacl. aiDe• thea 
• • baYeo't beard of hla. le were wi\bU...iac aacl. ware unable to 
returo to the Tillacoo to pick up CNr wOOlJ1cl.ec1, aaoDCtt whoa be -.t 
be•. 

I ahooolcl. sreat~ a ppreciate if, u 7'* eo ld~ nu;eatacl., 
70U ooulcl. pt ,._ taroraatloa froa 7CNJ' Zabuq 1D llarliD, ia orcl.er 
to .. eartaiD 1f be 1a beiac helcl. prlooDer. 

• · ·k1nc 7oa aca1a. 

Taoara SiJ>cere~ , 

1•1 Paoa1 Loror-Baaulilu 

Mr . Karle Cochran, 
'I'M 'lreu1U7 Dtpart•at , 

I ASRIIIG!OJ, 
:o.o. 
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ltP 

A'lERICAN EUBASSY 

1!3ERLI!I 

1633. 

TELEGRAM SE!l'l' 

FOit :;EAT!! FROM COC!iRAl!. 

URAY 

June 14, 1940 

7 p . m. 

Would o.pp:lecia te tlny ir.torM.'\ tion you = Y be cl>le 

to ~.:>.ble concerning Lieutenr.nt Unrc Ltroy - Bmul1eu of 

31.0 

• the Gth Squadron, 3rd Regiment , Frcnch cuto-1111tro.il l cuocs" 

r,:lieved to ho.vc becn wounded o.nd c ::1) tured ct vill<:t!E 

nt=.r Longrry . This offi cer 1o brother or t>renoh t>imn­

cial Attcoh£ in United Stctco . 

HULL 

(FL) 

EA : :;,n : L\'11'1 
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June 14 • 1940. 
11:15 a.m. 

llE ALLIED PURCHASING PROGRAJI 

Present: 

H. !I.Jr: 

Purvis : 

H . ~~ .Jr: 

Young: 

H . r.~ .Jr: 

Purvis: 

H .IJ . Jr: 

Nelson: 

r.tr. Purv1a 
r.tr . Young 
!.!r. Nelson 
Mrs. Klotz 

I have already done a little wonc . My 
friend• Major Snith. is going to check up 
on how many t 1"&.1\&port ships the Army and 
Navy have. I know they have a lo t of 
Douglesses. I bet t he Army has got 
twenty-five or fifty . Those t h ings must 
be ve ry much like t h e Hu dson model. 

That is right. 

Vie will check up how many transport ships 
t he Anny and Navy have. 

Admiral Stark can tell you. 

Vlell . that is an i dea. This Smith is a 
grand fellow. He 1a really swell . He 1a 
a new man they have brought ln. 

Oh yea. 

He was ass i gned to General ~iataon and me • 
as between the two of ua . and General 
~rshall. sort of a t hree-cornered a f fair. 
It has nothing to do with all this other 
a tuff. 

!!ow • I am going to read N.r. Nelson 1 a 
memorandum before he shoots me. 

Well . two out of every hundred or what 
make? 

or the cartridgoa. May I explain tha t to 
you? We couldn't f,et all of it over the 
'phone. He went too fast . But I had it 1n 

my mind. He said that this ammunition they 
class as - for machine gun ammunition and 
not fo r use with band riffles but he said 
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Purviat 

!lelaon1 

Purvia 1 

llelaon 1 

Purv1aa 

Nelaont 

H.I4.Jrt 

Nelaona 

H.II.Jrt 

lfelaona 

Pun1u 

Melaena 

B.K.Jrt 

- 2 -

1t we nre 1n a diN •-rgenc:r aucb u 
tbe;r &I'll 1n now • ..,. wOII.l.d uaa theae tor 
band r1tlaa. 'lheretore, the:r • poaa1bl:r • 
wCIIll.d want to do the eame but we want 
th- to bu:r 1t witb tbe underetand1ng -
now 1t h located all over. 11e will haYe 
to arrange - -

Mr. Nelson, on that point may I aak did he 
aay 1t would be because or apl1t enda or 
because ot recoil or an:rth1ng or that kindf 
He didn't aenticn an:r technical reason. 

lfo. 

Probably 1t 1a a apl1t end 1n the SUD 
barrel 1a the danger. 

That 1a probably what it 1a. But it 1e 
suitable tor ~~~acb1ne gun tire . 

'lhen it doesn' t •tter. 

But tor hand - it •Y not work tor hand 
rU'lea. 

'lhia ia Bav;rt 

'lhat ia Bav;r • a1r. 

How om you g1Ye th1a 1n ccnt1dencef 

'!here wUl be an otf1c1al cop:r right oYer, 
risht away. He gaYe it to - on tbe tele­
phone :reaterday attemoca ao we would ban 
1t tor you (PurYla) to decide 'llbether 1ou 
want it. 

That 1a right. 

312 

Row, it will bave to be gotten together. 
It 1e quite a t!IVIeport job to get it together. 
llr. Averill Harrilllan baa been brought down to 
act aa the 11aiaon tor llr. Budd. 

llr. Budd hae nothing to do, absolutely 
nothing to do, eo he bee got to han a 
llahca tel low. 
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!lelson t 

Purv1es 

H. M.Jr: 

Nelson : 

R . ~ .Jr : 

llelson : 

R. a.t . Jr: 

Helaoru 

J;! , J.l,Jr: 

lie leon: 

R. l: . Jr: 

Nelson: 

Purvis : 

Nelson: 

- ~ -
Well , I think they have got to have aomo­
bod;r to do l.!r. Budd' a wol'lc . 

It is a new meaning t or the word "liaison", 

I need a couple or those follows. 

I saw Averill at breakfas t . Be will now 
act , also, i t we want him to, to work with 
Pelley or the railroads to expedite any or 
these shipments. 

Until b e gets sore, lot's leave it ao you 
and I can call up John Polley and tell h im 

We have got that contract with Dyer. 

Until they get sore - now, I asked yester­
day - this is in the room - asked Stettinius 
at a quarter or nine yesterday morning to 
lot me know direct rrom u. s. Steel 
Corpora t ion how long it would take to make 
those bombs , when they would begin and when 
they coul d deliver them. I got a message 
l a te lost night the u. S . Steel didn't know 
and they hoped to get it to me today. I 
am still wai ting tor it, Ian 1 t Budd here? 

No , s1r, he ian• t here. 

And so Averill i a going to do h is workf 

Well, he ia the l1aiaon. 

I have got to got a laugh once in a while 
at somebody elao •a expense. 

You recall - I will bring you up to date on 
this. When they f irst ga ve ua the boats 
they s a id they couldn' t spare any depth 
charges. So now they are releasing the a1x 
hundred forty depth chargee. 

Six hundred forty? 

And they real quite certain the Now York 
Sa te and Lock Company was making t hese. 
They a re making them now and they can make 
an additional quanti ty tor you before the 
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Purviet 

Neleont 

Purvht 

R. al.Jr: 

llelaont 

Purviat 

Nelaont 

Purvis: 

Neleon: 

Purvis : 

llelaon : 

Purviat 

lialaon t 

Purviat 

lielaont 

Purviat 

Nelaont 

• 

-. -
laat or the boata are delivered with the 
depth chargee, th1a in answer to the 
queation :rou asked. after we lett the room, 
Mr. Purvis . · 

'1hanlc J'OU • 

And Adltl1ral Spaa.r will tranam1 t that to 
an:r or :rour tachn1cal people ao :rou can 
directl:r 110 rk with them. 

'lheDk J'OU very IIIUch, 

1hat takes care of that. 

1hat takes care or the t1rat two , Now, 
the nmmS t1on, we llalllt know whether or 
not the,. want that lllllll.ll\i tion becauae it 
baa to be oclleoted.. You aee, it 1a all 
over the country, 

Nay I aak what aiae ot ammunition tt iat 

'lhe th1rcy ball. 

Yea, and what quantities? 

'lhere are about nine million rounds 
located around the country ot th1a --

We will pay transport eltJ)enaea or an:rth1ng 
else . 

Of this more or leas, J'OU understand - -

I understand. 

So it you want it, we can make arrangem.enta 
to get it. 

I will a&J' definitely yea now. 

All right, air . 

Nina 1111ll1on round a. 

11a,- I aak you (Young) to handle thatt I 
have halt a docen other thing• on the tire. 
can ,-ou handle that, Pbilt 
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Klotz: 
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!1olaon 1 

Purvia: 

lie leon; 

Purvie: 

l!olaon: 
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Of course , if I wore tho Allies - it ia bard 
for me to put lD)"aelf in their place, but if 
I ware the Allies, I would be preaaing verr 
bard for more aiiiiDilll1 tion for these eaventy­
fi vee and more of these bombs to go 1111 th 
these fifty Navy planes. I would also be 
pressing for more stuff to go with these 
ninety-three planes , because I would never 
get a chance to aea them - of course, I never 
get a chance to aeo them, so I have no chance 
to toll them this. 

If I were they, I would a tart work directly 
with Knudaen 1 a organ1r:at1on to see what ean 
be done about tho manufacture of it . 

Sometlz:;e when you aee them you m1&ht mention 
that . 

All right, I will toll them, Mr. Secretary. 

You are wonderful . 

That machine doesn't t ake down a laugh, does 
it? 

Yea, he writes in laughter. 

All right. 

And there 1s a lao a m1lli on rounds of 38 1 a 
for the f ive hundred Smith and Weaeona. You 
asked for two hundred f ifty. There are a 
million rounds , if you would like to have tho 
38 o a . You also have aomo other Smith and 
neasons , I believe. 

How many Smith and Ueeaona t 

n.e five hundred you are taking, but you 
asked for two hundred fifty thousand rounds. 
n>ere are a m1llion rounds. 

we will take a m1llion , because we had some 
Smith and V/eaaona from you before without any 
aiiiiiUDiti on. 

Thank you, tba t 1a fine • 
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Young: 
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Purvills 

H.U.Jrt 
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I th1nk that cleans it up , doesn't i tT 
And you say that Phil will follow through 
on that? 

If he will, for me , I will appreciate it. 

IVell , that 18 part of hia duties and then 
Just as s oon as I know that the ninety­
three planes are reall y cleaned up , I want 
to write a letter to the President about it. 
I haven 't been able to tell him definitely 
that the ninety-three are cleaned up. Are 
they cleaned up? 

'lhe contra eta should be signed by noon 
today. 

'lhe moment they are cleaned up , give 
Krn . Klotz a note and I will write to the 
President, and what goes with them, the 
fact that t he bombs come from the Navy. 
You can g i ve her a lit t le note and I can 
use tha t as a draft for a letter to the 
President, you see . 

We also have their schedule of the deliver.y, 
the Allies • request on those planes , five 
the first day, six the second and so forth. 

Well, if you will put that in. 

•.Vell , t hat may be altered. 

.rust the tact that as o f today or whatever 
it ie, we are turning o ver ninety-three 
planes to the Allies at such and such a 
place and in exchange for that the Army 111 
getting such and such a thing from it and 
the bombs are coming f'rolll t he Navy. The 
Army couldn ' t give us any bombs. 

I got word this moming that they are send­
ing ano tner one of those to take ita place . 
It will make two tripe because it 'Ill. 11 
only take eo many at a time. 

Well , that is the ninety- three and if you 
people need any more plane or engines, 
golly tell them to make up t heir minds 
now. ' r.e can get the orders in quickly if 
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Purvis a 

H. !l.Jr: 

Purvis: 
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they need anything more in trainer engines 
while our people are trying to make up 
their m1nda , 

Yes . 

Doesn ' t that pretty well clean the docket? 

There is one thing that perhaps I ought to 
mention to you in connection with the planes , 
the t~ and a half tone or planes. 

Yes ., please. 

You rill re~:~ember you suggested that I might 
find out how Olley - in the course or f ind­
ing that O\t t , he mentioned t o me that on the 
third or May he bad received advice that a 
Griffen engine and the plans for that 
engine were going to be sent out. Since 
then, t hat has d isappeared f rom sight . I 
may say that the knowledge that a Griffen 
eng ine could be sent as a specimen here was 
one of the things that was in my mind 
and I was anxi ous to see - we could be quite 
sure of what we wero doing. Yesterday Olley 
telephoned me and he said - asked whether I 
knew where t hese plans were , I sai d , "I 
know very wall . " I said, "I ba ve arranged 
to see that they reach Secretary ~orgenthau ' s 
office as aoon as they can be aant , • and he 
said, "Oh, I believe amongst those there are 
things addressed to me and things addressed 
to Pirie a t t he Embassy . I said, "Do you 
mean there are several consignments? " And 
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he said, "I think so. I think the lloraland plana 
are 1n one section." Then it jua t occurred to 
me that if by any chance I had d iverted something 
here 11hich eigh t perhaps even contain an engine 
and if t ha t ha ppened to be a Gri ffen engine, 
I think there 1a one point t hat arises that I 
woul d ask your consideration of, that is that 
when i t gets to Wright Field my belief i s that 
the British count a great deal on the Gr i ffen 
engine for fighting next year against the 
Germans and if the secret of that engine becrune 
knom at this tir:e , t here woul d be time for the 
Ger.ans to copy it . Nowif by any chance 
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amongst that s tuff there 1e arriving toda:r 
at Wright Field a Griffen angina and the 
plana for a Griffen angina , wbieh ware 
intended to have been aent t o Rolla Ho:roa, 
I wonder Whe t her :rou would mind keeping a 
very, ver:r careful guard to aae that there 
waa no breakdown of the engine in front of 
anybod:r or anything like that . 

Let me t all :rou what I have done. I didn't 
like the way either Mead or Olley were act­
ing and aa a matter of fact somebody in · 
Mead 1 a office , when tha:r heard llorr1a wu 
coming over - just gat them out, get them 
out, see. So what baa actually happened 1e 
this: With the engine laat night went a 
lieutenant commander of the U. s. Coast 
Guard who 1a an aviation engineer, pl us a 
u. s. secret service operator. They 
accompanied the planaa to Wright P1eld where 
a lillllted number of U . s. officers will be 
present. It haa been limited. 

Yea. 

And no person except th1a l11nited group of 
u. s. officers plus a lieutenant commander 
of the Coast Guard will be present and until 
I get a cop:r peraonall:r of what ia in that 
thing, no civilian will aea it. I a rranged 
that with Secretary Woodring m:reelf. 

Good. 

Have I told it rightt 

'!hat is correct. 

Nobody, Kr. Mead, Mr . Olley, or nobody can 
get to what ia in that thing until I get an 
inventory of it and it baa been even 
limit ed to a specially selected number of 
officers. 

Grea t , good. 'lh&t should take care of it, 
then. 

Because tb1a thing - the CIUr1oai ty of 
several people to sea what ia in it -Y be 
var:r suapioioua, so aus picious, the Anrr 
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couldn ' t spare &n)'bodJ to go out , eo I had 
to send acmobod)' but I sent this ver,. 
excellent off icer who 1a an i nspector of 
aviati on for Coast Guard pl us a secret 
service operator and t hey were on the train 
with those plana . 

Good. 

So I don' t think - and lt isn't even open 
to all officers of wright Field, it is 
definitely 11::-.ited to a selected nUillber, 30 
I t!Unk 1t 1s a bout as protected as Jou 
people could get it. 

And then if it does tu.rn out that there 1s 
a Griffen engine there , will )'ou from then 
on take special guard to soo that it con­
tinuos to be 1n such condition! . 

I will take care of it. 

That would be possibly quito i mportant for 
next year. 

1'/ha t I want to do , I want some person -
have you gentlemen (Nelson and Young) any­
thing else as f ar as Mr. Pul'Vie is concerned! 

No. I have one other matter to take up with 
JOU. 

Well , I will tell you --

One of those boxes was vor,. large and 
labeled as an engine. 

Supposing lo\r . Purvil waits a minute 1n 
Mrs . Kl otz • office because I want to see 
him a l one a minute . 

31S 

(Mr. Purvie and Mrs . Klotz left th e conference. ) 

Do you want me to cover the matter I have with 
you. 

Yea, please. 

I believe you ehould be info~ of this . 
Ma)'be I should bave asked you befor e hand. 
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Some ot the • tra teg1 o minerale, I find that 
there waa aome chromite ore on the dock at 
Turkey. Working with IU.X Truitt at the 
Yar1time Comm1aa1on I tound t wo boats that 
were in the eastern Ued1terranean w1 thout a 
load. We had no appropriation, eo I have 
a rranged with Jeaaie Jcnee to buy thia 
twelve thousand tone whiQb we are now buy­
ing. We are having a private party buy it, 
rather, and bring it over here. We have 
arranged the tel'lllll. The boa ta will be 
loaded today and when they come Jessie Jones 
will pay tor that. Ie tha t eatietactory to 
you , sir? 

Wonder1'ul.. 

I didn 't want to bother you. 

We want twelve t housand t oo a and we get it 
by hook or crook. 

That 1e right. 

That is going good. 
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COUIDD!'LU. 

'1'01 !he Secretnry 

l'rolll Mr. Tot~J~i: 

Re1 Rrit1oh llachue !'ool Orduo. 

11r. V&DCe, vho h 1D charp of uchiu toolo 
wodor llr. l:nudoen, h ••n•li~~& .. a loU or b7 .. ooeager 
thh o.fterDOon requeoU~~& tho llot of Br1Uoh uch1u 
tool ordero &lld tho oupplo .. ntal report thereto. 

Dari~~g the collterOilce vi th llr. 1n114oon all4 llr. 
PurTio thh morntns, 70U ude tbe oto.teaent, all4 
llr, J'urTio COilCUl"l'ed 111 it, that a COP7 of tbio ao.chUe 
tool order Uat WO'Cll.d be turud onr to llr. l'mldMn 
tor bio colltidenUal. ue . 

.U tbio liot ccoprheo ho larp loooe leo.t oroluaeo, 
cop;ring 1t would be a loll«lh7 proeeoo. IW.T I wa;eot 
loan1Dg the orl.t;1Aal. cop7 of Br1Uoh lllldi1Ae tool ordero 
to Mr. Xuadoen tor h1o eolltidential. ..... 

321 

Regraded Unclassified



, •• 14, 1940 • 

...... \arT ... ,.tam 
I. II. rel.,., lr. 

!bo -\ ot ~~ l:ad.ob\edaooo would b t aprMCI onr ~~ \o\el 
alta precluoe4 .o ~t ~· ~•• price ot oacb lalt eoul<l lacludo ita 
pro rota eharo ot ~· debt. !be 1M& would ~- bo ropeid 1a fll.IIJ'Wrl,j' 
iaaw!J••ta uoordiac w lobo • .-.,. ot alto produoe4 lAd eolAl lil.bor 
w lobo llai\eol 8\e\M or w a torlip pnnuo•t• 

r or ~. it. -racturor borrowed $1,000, 000 w jJW'Gbaao 
aacbiaor)' tor bJ.o pleat w ~co 11000 plaaoo, tho - ot $1,000 
-.lei be a4de4 w ~ n..-1 ~ .. prloe ot ...0 fola•· I t 1a tho 
tirat ) -~ 1.00 plaaN ..,., prodaced, lA• the -rac\llrcr -u 
r•JII1 tlOO,ooo • bJ.a l.Ma. 

!be lMa -u be -• bra obat.tel 80rlfa&• oa -cbiaorr, or 
& reel 10\&U -"I8CI it l..cl h -lliftol lAd ""lldlDil --0\ed. 
'1"1U. -u u.a bo '"'"' 1a ~ -rt.etu.nr, wt tho t...t1ac .,_.,. 
cOIWI twMla .. 1a ~·-t nt a utaalt. 

!ho -raet.aw -u aot t.Uo ..-, r 1ek ot loao alae• ~. loa 
-u bo repaid Mlal,r rna \ho aaraiaaa or tho .,Loat lAd equl.pa•t 
aoquirtd oUil ~~ proeoe4a ot ~~ 1M& lAd llO reoourao ooul<l bo bad 

w tbo c•aral .... u nt "'' -urae\Uror. 

1t "'' 11a1 \ed 8\e\M .,. a toral.p connuo•t which bad plaae4 orot ... o 
11\ll Uao _,...turar -•elle4 tilt ....... batoro tllo plaeo _. ,-14 
tw:, tile 1.-dial .,..,. ..u twp.,. til• debt w ~· utoat or "'' 
.,.s.ct tt.U.." .u,.)r,t e te ·v' Mt.ured or unpdd tor pl.aa.M. 
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IMu- h. Ke·de•' • }tl.aa, u.mtao\u.re.rl e.ould borrew .... , 
oalT f or e\Anclard t.Tpe• el eq.Up.•t ..tUeh cou.ld be u .. d 1a t!lo 
unutooW..o or plaa• or o\heJ' -..t tor t.bo lrar lalS 1&"7 ll&par"­
••t.e• _. ~ 1a ~ aloa 1a l.llo u o.n a.ve•ct. 

lc&t.or Glue1 1>111 (I. )9)1) p&nite \.be 1 . r. c., 'Abc 
r_,..,ee\ed 1>1 \be T-'-l S... .....S..Uot.rat.er, rlt.b \.lla a P9J'Oftl or 
tbe hea14•t, to -t& .. ..,....u.... tioce tile 1...-i\;1 b&clt Gt 
1.~e ,....,...., 1MB• 18 nD1. at tba eb&racur ont1narU1 tat., b7 t.bo 
R. r. c., 1\ bae ba• \liOII&M adrloabl.o to ban u 1.1141 l ...U.C -.•AT 
'1814ar tbe .....,. acre-1. . .... _,..r.uoc 1.o be .... toft ror tbe 
pvpoee -'-fla\ed lo7 ,_tar Glue1 b1ll &d 1-•teUnl.:T call..t 
tbe Dar••• J'iAoue CorporaUoa. 

It M:l be well to po1a1. 01&\. \.bat t.be UOIID\ or the debt. torai.,.., 
1t the -t.reow llleoald be -•w, ..U be UllDioble ia-. low-
....,.., it \he ploot .,. eqllipa•t Wlrt petWU•t11' clbeard..t, tbeJ'e 
woW.4 be • ett11US.ac .U....Ooe tor a•• ot ueoM ftlae equl te tb• 
41Uar••• be- tbo _, or \he l'ioat ...s 1te MlftC• 'ftl».eo llepreo1a­
u .. 11114 w.U...••• ...... tbe 1a- tu 1.11• _. _. ... tbe lio--
b el Act are u\ iAYOl ftdo 

111• Uaitets.- or UJ -teiaecl 1a the T~-tn-el Act .....W 
&P9lJ • eol11 w tbe hit..t autee M4 al.otiq r .,alaU_. .....W be 

eppllaabl.e. 

(WUel..sJ E. B. r. lr. 
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r I <(. / '7 YtJ. • 1_,_LJ~ _ 
t-~ /1~ /11-t "'-.- ,. v~ L-(_ 

~ /tAu. , kHtfl. 
6~ depth chuaee aJI4 ao l8-1Dob torpedoeo 3 3 3 
~.ooo Spr1mcf1ald R1fleo &Yallablo 

~1tlOD .00,000 roUll4e between o ... Dt&DtiiOO aDd C&hl ZOne 

600, 000 on the east coaet or tbe Un1to4 Stetee 

6 t000t000 OD the weat CO&It • " • • 
2 ,000,000 beto.een BoDOlulu end lleD1le 

Slo1 til ~ ••aeon Rnol nro - Hporte4 1500 aftlltable 

Alklll& tor 2110,000 rollDda or certr14a• - orter1111 til• 1 , 000,000 ·:!8'• 

New York Sere eD4 Lock COIIpeJV' 11 t he source or eupP4 on the 4apth 

Ch81'811 8114 thq C811 place Ill order ID4 &It tb• U qllicJc4' U tll"f 

OlD &It tbe boat a, u4 A<lalral Spoor 11 81 Y1D& to tho C.-lesion the 

techD1cal 4eta1la • 

.--.111 t1on: About 2 out or enrf 100 M:f explode &114 it 11 DOt 
..__rded tor baJ14 ....... 'ftlq rec-ellll H tor - ch1DI 
111J1 ...... , but 111 Ill -J'IIDC1 ... would Ull it 111 beD4 
..,.. it the _.,...,cr .,...e SH~t oJIOUjlll. 'ftle 11•"7 WJ1to 
th• to know the exact c01141t1on or tbe -u t1on. 
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(SC )Pl&-1, 

Sortnl 088116, 

DEPARTMENT 0,. THE: NAVY 

Of"ncc: 0' THE HCIIICTAitf 

WUI11NOTO N 

.. · 

C onfid e ntial JUN 1 ~ 1940 

lob' dear llr, Secretary, 

In reply to your letter or 6 .,..,. 1940, with which 
you enclo .. d & copy ot & letter tr ... Ill'. l'urTia, Cho.1nml 
ot the Anglo-Frenoh Coordin&tin& C-ttee, CODoernin& the 
Brithh Aclm1r&lty•a reTera&l ot ita prniollO pooition 1n 
the -tter ot permittin& United St&teo II&T&l obaonera 1n 
the Brithh fleet , it 1a expeoted th&t the Britioh A.dmir&lty 
rill t&ke the -tter up with the United St&teo N&T&l Attache, 
Loa4on. iD the usual t:W.Zmer. 

ll&y I uk you to inform llr, l'urTio thet, when the NaT&!. 
Attache , London, hu been 1ntorme4 by the Brithh Admiralty 
th&t U, S, Naval oboervero are acceptable in the Britioh fleet, 
it 1e expected thAt one or lllOro of.l'icoro rill be detailed for 
thio 4uty by the Naval Attache from the group or officera con­
doting or himlelt and bio uoiotanto , Vlhile it io pooaibl e 
th&t &d41tion&l otfioera -.r be aent to Great Britain tor 
duty u Aaaiatant !laval Attaoh .. to malce thul &nilablo tor 
tbio duty ao oboe~ro, no &d41 tion&l onoo h&w yet boon 
dooi snatod tor tbio purpooe. 

ll&y I uk you to uoure llr, Purrto of the lla't')' Dopart­
=-nt• . ~prooiation or h1o inter oat and cooperation 1n thio 
mat tor. 

Ron. Henry Uoreontbau. Jr•• ­
Soorotary of the Treaaury 
Waohin&ton, D. c. 

Confirle ntiR l 

f 
Regraded Unclassified



( 

--.JIMijn 
.. IIM£7 1$ ........... ... ,..,.,.. -....... ... .., ........................ ~ 

81 1: ...,_ ... C3 JII ... .. . .. ,........ . 
.._-a ...a. •tiiiM ,_ ......... 
... _ .... ._,.,. 7 Nwla' I 

-. tus :ta ._ - .._ -"''-.. =• ......... ............. ... 
tt .. 

M I ...,,_.. 

(Signed) H. S. Klotz 

.. .. ...... 
M 11 I 1 ¥• 

•, • '! et •' tu .. tr, .. _ 
.... ... ll ••• ..... ._. 

-.ts "• V 

' 
\ 
' 

I 

f t 335 

' •• 

l • 

' i' I 

I 

~ 

• 
' 

' \ •, 

' 
' 

\. 
I 

' ' 
\ 

' • 

Regraded Unclassified



... , •• $ ........... .... ,.,.,.. -....... .... 
.., ............ , ... 1 ......... .... • 'a...,_ ... a ... ... 
.. •• • "e Jill.. a 11 • 
... - ...... ........... sv • 
... ............ ........ 0 

*-• a" .__..._ , = 
......... 3 ...... ,.. ...... 

to 2 

• II ........ 

(Sipd) H. S. Klotz 

.... a.a .. 
M 11 C1 

3 SU• 

•· m •• ..._. 
'l&tt SU te - IU SS 3: ............ 
IWlr sea. 

f 

336 

......... _ 

Regraded Unclassified



( THIE WHITIE HOUSE (_ 

WASHINGTON 

lune 3, 1940. 

Respectfully referred to the 

seore·t o.ry or the Treasury. 

L 

• 

•• 

I ~37 /' 

I 

.. 
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II.&.SHJIG!OI DWS liUIIIAI7, 
1293 JaUoDal Prau Bl~., 
'l'e1epboDel llaUoDal 2142 

Waehla.cta, D. c. • 
...... 3, 1940. 

Ill', Stepb.eD :Early, 
Seoretary to tbo Prea14eDt, 
!be Wb1 te Kouee Of1'1ce , 
llubiQC\011, D. c, 

!be ~Horial CoWICU ot !boo CbrloU& 
Sc1.,.ce llollitor baa aalted M t o place 111 rour be.n4e 
t he attached cop7 of a cable t r011 Mal1orr Browne, the 
MoD1tor'a Europa&~> Na~>acer 1D Loa4on, aD4 if you daea 
1 t uaeful to pe.u 1t on to the Prea14aot. ru. cable 
deale v1 th t he deaper&te nead o1 the .U1ho for p1&oo, 
.,...,. ot oecondar7 quall t7, v1 th1DC t he Daxt two or three 
week•, 

We ,..alhe t hat the PrealdeDt 11 tm4on'btedl7 
r ece1v1n& alldlar intoraaUOD troa Aabauador l:eDDadT 
azul other oourcu, but 1 t h pooal ble tbo t :rou aq t1Dd 
Mr. Browne'• ... ._ ot rapp11MDtiU'J Talue. Mr. Browne b 
a pertlcularly ral1abla aDd 1Dtonted corroepo~>doot. 

J, Roeco• nz..a-,nd., 
Ohlat, lla ohlQCtoa lrewa :anr-
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Cow of a c0Dt14ellt1al oable troa llalloey Bro..,.., 
luropeaa MaDacer ot !be ChrhUu SoteDCa Mollitor, Lolldoll, 

"!!an aat poaatble N&aOD to C OY that whole 
t14e Of 'W&l' Vbic.h _,., a checloo4 llOVo llOt later, could 
ney probab}Jr a lleld ... 4 turud 1t a tbouad pluea 
of tmT 11114 all aorta ccnald be ruabed bera ill tw or 
tbrae WMb or a -tb a t .... t. ca. plue """· '"'"b 
do•• ill 1111~. Botb baa\ &lld aeeondaz7 needed.. trrp 
Oil buh 110at raltabla tne14e blovl~ that TOU Mica 
&nf7 OCIDCahabla effort to place 4eepareta pl• throu,:b 
to nry top ill YaabiJicton, • 

3JS 
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COIO'IIU'l'UL 

JW>o 14, 194<> 

fo: 1'bo Socrot1U7 

llr. Young 

At 11:50 tbb .,rnill«, an o~ contract wu 
appro-red by the lrar Depart...,nt and Do1141A1, 1'be coo­
tract conred tho taeba.a«e or the 93 llortbnp .t.~l?.t. 
bnab•rt· co-.plete with 5 guna each, rNUo equip•nt, 
'bom'brN:k:e, and m1aor acceaaorlea, aa vell ae epare 
•~~t:1Doo, opere guno, and opera par to, tor 20 Do11glu 
.t.-OOA 1 o (attaclc pl&DOo), COIIIploto v1th swao, rftdio 
ectuiJ)rtlent, bombr&ck:e, e.rad minor acceaaorlea, at a total 
TalUo O! $3,200,000, 

L&o t oTon1og at 4:35, a contract vao spproTod by 
the War Depert ... nt and the l!&rrhburc Stool Comp&DT tor 
tho exeh&:lgo or 565 l()()...poW>d do .. u t1on boabo , 5, 343 
30-poW>d !regJDentat1on bo•bo, an4 100,165 ehercoo o! 
n1tro-collulooe povdor !or 155 - swao. All o! theoo 
boabo vera ro1oaood by tho layy Dopert•ont. lo bollbo 
tor thooo planoo hen boon roloaood b;r tho ~. In 
oz~o tho J.rTq v1ll reco1To 7 , 000,000 poulldo o! 'llllf, 
31,234 SOO.,.onnd bollb eaooo, an4 50,000 10<>-J>OUDd bOJib 
caoeo. 1'be total Talue ot tbh contract aao1mtod to 
$3 ,012,000. 

340 
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rAEI40RANDIIIC '"OR 

THE WHITE HOUSE 

WASHINGTON 

June 14, 191.0 

THE SECRSTJ.RY Of STATE 
,.ITHE !lECRE'i':.RY Of 7HF. Titf.A~IIRI 

TilE SECR.t;'!'ARY Of liAR 
THE ~!CRE'!' ARI 0!' T:-IE NAVY 
THE SECR.<:TARY OF AGRI~L'!URE 
THE SECR;:r ARY 0!' W.l!iERCE 

Ant\c ipa t ing t.he e&rly p&'5age of 
H. R. OA'I() by the Conve•s , the President hoo 
decided to de •l(note Lt. Colonel Rus•ell L. 
1£axwell , Genorel Staff Corps, •• his per •onal 
r epresentative to administer the provisions of 
Section 6 of H.R. 9fl50 under r ules and rec\llft­
t lons whtch will bo i s .ued under tho author ity 
the reof. 

It 1o the President ' s desire t het 
~very governlllent d epartoent and independent 
offi ce or ••tablish!>ent render such aid •nd ••­
sistance ae ""'Y be reqllired and r eqlluted by 
Colonel Maxwell in the adainiotrstion of t he 
'ection or the act referred to , 

~ d irection of the President• 

Secretory to the Presiden t 

341 
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::&)R.Uil:U.I !'Oft 

Tl~ SECUT~ OJ' S1'.t.!E 
Till! S!CII!1IJ!I 07 THE 'I'REASOI!I 
1m SiX:IIEI'.A.f!l OJ' IAI\ 
THE S:.CRE!Alll OJ' TilE UVI 
~ SIX:RE!AI!I OJ' MOIIICULtvlll. 
tll£ S!X:J!tt&P.I 07 cxx::tr:IICZ 

Allt.lcipa\lac the eul:f ~'URi• ot 
H. P. 98SO ~ t.be Ollaveuo U.. Pr6aideat bu 
decl.ded to cleo1pat.e Lt. Col""AI i'ua•.U L. 
' 'axwel.l, GeuraJ. StALf Corpe, u b1a pooreonal 
r0Jif"'8Cilt.o• t 1 ... t.oa Nhl otat.er t.be pronalco ot 
Scc~1on 6 ot R, R. 98S0 UDder n&lM ..S IN~ 
~iona Wbich wUl be 1uu.d lmdor t.be wt.borit;r 

1 t.hereot. 

U 1a t.be I'Ha14ct' a dotJir<l t.bd 
evotrt pn-t ~t ad 1ndepcdct 
ottic• or .. t.bl.l~t J"GDder lkiCb &l.d aa.d 
a.shtNlC<t u 'f!lO!/ be I'Gq1&1red-' ~t.oad ~ 
Coloo~ ' !&xwll 1D the admoiotrot.lon ot t.be 
..ct.loc ot U.. act INI..,...S to • 

• 

•I 
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.. lliPAI!Imrr 
cn'ICB " TD Cliiillr " sr A'1P 

WJ.&iliOI<a 1 D. O. 

"MJJ•mw J'CIII Lt. CoJceel a. L. lluwella 

rre.ws..t. 1001 - appoiated u a -*'• witlloot ...te. 

ot the O~ttee to repre-t the .loMr1oaD O..•ern••t. 

1A ita ~acta 'llith the iAtenated tON.tp gon~te 

1A all •tt.n relatiAc to war .. teriale ot the IIDited 

statea. 

I 

(Siped) 

twi •wm WJII), 
Lt . Col., a.·-' ftt,att, 

Seareta.T. o... .. al 8t.att. 

343 
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TREASURY DEPARTMENT 344 
INTER OI"'''CK C ONNUNICAT10N 

DAft Juno 111, 19llo. 
Socretar,r Hortenth&u 

PROW Hr. Cochran 

STRICTLY CONFIDENTIAL 
At 2 :30 th1o o.ttornoon liz-, Pinoent , l'1nenc1ol CoWioelor of tho Brithh 

~bAUf, celled on •• 'b7 appoint•m. l!o lett vUh •• the attached COIJ7 ot a 
2 aoralld\la draw up b7 hilloolt attar a con.-eroation vith the ICinioter of Yucoolarla, 
Kr . FoUtch. There h aloo attacho4 a oopy ot a letter troa lb-. Jooeph l'abrh 
vbieh p n rile to t he oonnraation 'betv1111 liz-. Pillo011t aDd the YucoolaY IC1n1otor. 

llr. Pinsent Vall ted to lalov vhothor the Treaoury could take All7 ot ope to 
ID!luoneo tho l!ov York State :Banld."8 CoaD1ta1on toverd approYin& tho oett i n& up ot 
a bra~~eh in llov York ot the T~olaY J!atiollal llortgace :Bank t o handle rea.lHa11co 
budnuo to TQ&Oolarla tlbich appearo nov to 'be c ontr olled pr1.nc1pall7 'b7 the Deutoche 
!:&All:. I told lb-. Piuont that tho 1'roa011r7 had not, to tho 'boot ot a:t lalovlodce, 
<!14u.-orod at All7 tbe to 1111luence tha l'ev York State llankin& Comioaion in the 
mttor ot Approrln& 'branchee ot toreip 'banko. I pr011ioed, hovner, to ooe lf thoro 
<U All7 other """"'"r ln vh1ch ve llll&ht poeoibl7 desire to approach thio pro'bl..,. c 
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( 
I have oeeu K. Potltch on tbio to-4&7. 

Rio attention wae ca.lled to the matter about olx montho 

&SO and he hao been working ou i t alnce, btl~>& couvl uced 

that the Germano were getU D& the doll.o.ra and were 

f indins some aeana of maki~>& use of their own dinar 

bdancea to •ke the reaittancea to ~olavla. Inciden­

tally the amount o! t he remtttancoa ia eat iaat ed by him 

at oa.l,y about $2 to $3 allllon per &IUIIIII. 

II, l'otitch' a pl.A.D 1o t o s et a branch 

o! the YD&OolaT llaUonal l!ortpge llank eatabl1ahed in lin York to 

t:>ke care of thia bu.siueso. In order to prevent r ecouroe 

to the bleck market , the Bank would have to otter a more 

favour&ble rate than the official rate of $23 per 1,000 

dinar a (Just a a the Germano are accop t1ug $18) . !le baa 

not yet made a formal appli cation to tho Now York State 

BoJ>l<in& Cor:=ioolou, but hio lawyora han approached them 

intorml~, and t he Cor:=ioaiou 1a inclined t o ~ dllfi­

cultiea on quite irrelevant grouude, •·C· (a) that they 

do not .... t to aee money reaitted out nt tho V.S.; (b) 

thM 'fll&oalev1.a 1a ln default on her war debt; (c) that 

they do not know at w!Jat rate the ea1granta paymmto would 

be remitted, u. Fot1tch oaw Dr. r.1a at tho State 

Department a few days a;;o and tho latter promhed to do 

what he could to help, and agreed that the liow York State 

BanJr:1nc Oo-.!u1on had no 'buaineaa to malo:e dltf1cu1Ueo of 

tho above ld.nd, J.t K. Pot1tch r equeat I undertook a loo 

t o tpealt to the freaiiUl':r ou tho attOT. 

G!ISP:IIP C 0 P T 
G.K. S. PIJis::ll'f. 

8th J Wie l~. 

3·15 
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c C.J'ata ~c. Pirte, 
llrtUell :lllbuq, 
lrubiact•. D.c. 
Doe.r 111'1 

lllr H, 1140, 

loor 1 .S.dH to 'bl'iq to :rov aUooUoa 

a ooii41U011 wlllch, 1 u oorta1D, wtU pron ot 

to\oHe\ to :rena, al\hW&h oo\ 1D ;yov epeo11'1c liM, 

1 u a Tucoela• ADd l&arM4 recootl;r \11&\ 

ov -tcr'aah, e-o \rauaitUAC ..,...,. abroad, haft 

to u o the IIOM7 Or6or .. I'Ytcoa of the lor\h 0..-a 

LlQ74, wlllch &H aold \hr.....,. 'OUlOU St~p 

1'1cb\ .t.cect .. , etc. , at the raw of •a.- per 1000 

Dlll&l'e, • .,..... DO other facllttioo are aY&l.lable, 

prnut u .. , \hero 1e DO wq of telllnc, but I C CIII' 

that 1D U.•• of proeper l\7 ooar -1crt.Dh .. ot 

:rearl:r about .:lO,ooo,ooo.~ 

It to, therefore, poulble t!l6>t liGL Uae 

- be uod for all kiDde of purpoeoo, locludtq 

fs.-tq of propecaodao 

l:aCIII'iJIC thet tho eutt..at uoac our 

o..tpaoh 1e etroocl:r prNl.l:r , 1 bellOft U would 

be nr:r - to or&aat•• cOWitor aoaeUHe to 41nrt 

\hie t ra4o. 
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c TREASURY DEPARTMENT 317 

INTER OFPICE OOMMUNICAT10N 

DATt June 14, 19lio. 

TO Secretar.r llor ganthau 

STRICTLY CONFIDENTIAL 
...... Mr. Cochran 

Kr. Pinoent called on me this afternoon a t 2•)0 by appointment , I bro~ht 
to hh attention the attached memorandWD which I had written en June 1}, aWDmrhing 
m7 convcr oatlona with Mr. inoke i n r egard to utili&ation of f ree sterling by J&erican 
lmlortero t o cooaplete c6!'ta1n contre.oto. I ptnoitted Kr, P inoont to road rq moaorand\111, 
but p n IWo no cop;v thereof. l!e prolli10d t o aea4 a cablegran to hi a y eople uprou­
i~~& the hOJ>e t b<>t iD carr,r1ng out t he p rovhioDa of the Forden i'xch•nge CoDtro1 Order, 
olli ch beca o effective June 10 , t ho :Sri tlah authoritiu will accord All:erican iarportara 
cert.UD p erioda of grace oimURr to thoae permitted U..Ser t he order vhich wae annOWicod 
on :uch 9, 19~0 . Nr. PiDeent ,......,.;.;eel. t hat t h e ut t er of uoing f r ee otuliDg to coa­
olet e contracta for Dutch rubber vas ono t o be aettled by the authoritieo of the 
i:ethormda, but agreed vith rq observatioD t hat tho 'llotherliUido author itiea have 1D 
ell of thh buaiDeu followed the eUJq>le of t ho :Brithh, ao t hat 1! tho :Britiah gha 
tho treat~eDt wblch we deaire, the Nether1Rndt will probably go a long, Mr. PinetDt 

not feel Juat i!ied in going back to tho arrengeoenta of l att spring, t hat it, 
t he view to giving n further extenoion of time to ioaportera of rubber from t he 

Hah n.pire , who hnd made contract. pr ior to llu ·ch 9, but wbo ~ not yet have 
purcl-JO.oed ail of the aterling neceaaary to cover ouch eontraeta. 

June 15 , 19lio. 

I haTe thio morning received froc Mr. Knoke the a t tached ,...,oraa4wo 1D 
vhlc.h he a~l&ea the lnfon:ation which he gave me l n our conYersa t1ons by 
t <h ;ll>one on Juno 12 and 13. 

J une 13, 19lio 
1 p . a . 

Si nce dict at i ng t he above, I have receive~ cablegram No . 1671 !ro• London. 
ahould be c ontidered, and answered on 1-lo~. 
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( TREASURY DEPARTMENT 
INnlt OI"TTCE COMMUNICATION 

DATE Juno lJ, 194o 
TO Secretar.r Xorcenthau 

rltOW Kr. Cochnul 
S f RICTL Y CON Fl DENTIAl 

When talkl.q vith M b7 telephone 7utar<U>7 Kr. Inca told .. that repra­
oentatina of the AMrioan ltu.bber l111p0rtara had called at the J'adaral s.11,.... 
!Oink t o indicate tbe bardahip wiob eight be illpoaad upon thea b7 a atriat ap­
plication of the raaant Britiah E%cb&Age Cont rol S.«Ulationa vhl.ch aJ.cht p ra­
nnt the ltu.bber illportara froa paJhc for rv.bber vith tr11 ehrll.q, W.ra it 
h a •tter of coapletl.q bona fide contrsota. llheu I Mntionad that Nbber 
!rom the Britlah J:llpira had bean on tha Hat al.nca laat March of thoee oo-di­
tioo wieh w.t be paid for ill official aterll.q or foraicn aurrellCiea, lnoa 
pro:ohed to look into the Mttu further. 'l'bia afternoon lnoa called .. Nolt. 
He ..ado the point that rubber had to be paid for at tha official rata it it 1e 
co:Wlg fro:o tha Britiab J:llpin al.o.ce llaroh 9. lhll>ber froa the Dutob kat lndioo could, he-r, ba purcbAoad in Landon l.n f ree at erll.q =til laat ,. .. lt. 

J.a far aa rv.b'ber froa the Britiah Joo;pira 1a concernai!., it hao 'be111 au.ato•r.r 
tor lo~ contraah to 'be Mila. 'l'hu., contraato opened prior to llarcn9. aJ1d raa­
olns au or niu aontho, aicht l.o.Toln boportant 101111 to the import no 11111111 
tbe:r are free under lone aontraah entand l.nto prior to lll>rah 9, and raaDiq 
be,.and Jlllle S, to 'be peral.ttad aUll to baT fraa eterltnc to co~~plata thair 
contracto, Mila in accordance vith cuatoae of the tr&U and 1.n cood faith, 
IDea raihratad that Dutch Jaet l.nd1an rubber ,.. bouebt on a aterlinc baaia . 
llo aoid that a ooallrT&tin bu.l.nlll practice vonld be f or a daalar to '1>117 
ohrl1q to aonr hia raquireMntl onl7 ao hia rubbor 1a eold. Inca oald that 
no one "'" ao~~plaininc abont oantracto •de aftor llaroh 9 aa far ae tba 
Br1t1ah :ii:apira 1a concerned , einoa the atop of llarcb 9 • • due notice t o the 
t rade aa to wat Iicht 'be QPaotad, 

!hooa purcbaa~ f roa ouhida tha Br1Uab -.;>ira wo had anta1'14 l.o.to oon­
tr~eto prior to Jue s ohoul4 now 'be paraittad to W7 free etarll.nc outficiant 
to COTir tbcea contrach. 

J.a nprd1 illport e other than rubber, tha follovinB baTe been aOTI1'14 b7 
couerclal cndih opaud du.rl.q the latt tbrll aonthe: wool froa South .Aalrica , 
l aather, briatlal, ~. oarpete, ba'bei"Uahar,r, Ua f oil. 111111tial oilo, Ill& 
&reloic , aothar-of~rl • .aho111U17, nuh, cotf11, be11p, IICO • and -ir. Inca P•• thio datailad illfonation to ohow tbet it 1a 110 oincla boport tr&U, but 
tha pnaral t.port tr&U, that 1a HalT to be hurt. 

lnoa did not fall tbet the J'adaral Baaarn Baa1t of llew York conld proparl7 
-.Ito &n7 rapreectationa to tbe Baalt of J:nclalld 1.n tbe pnaiaae, 'but thoucl>' 
thot ol.nea the !re&our,r ha4 CiTIII lto au111t to tba Britiah -orurae before 
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tlwT ,..,.. t&lr»Jl, tb.e 'frMnz7 aicllt ,..t to brJ.ac tbia •tter to tb.e aUnt l.oa of t!w J ntieh befoN tlleT ab &117 ufWta co-.ltMilto aa to bDv ooatJSCh co,.arl.ac tu a bo,.. trsa...,U.ou aN to be t ... tet, leat aOM or1Uo1n aa4 cosplal.ot coM fro• tba ,,.... to V..ehiJac'oa. noa •14 tbat 11r. ~llhop, one of tu bl.cl;eat nllber illportan 1ll lev York, lla4 epoaa wUil tba J'eteral 
ond, be Wl4entoo4, witllllr. Lore•'• Co-.!UM oa tb.e niiJaot. lla4allop eot~tu Ilia loaHa at $JOO, OOO to $1100,000 alaaa ba ~ be able to fUl bio ov.htu41ac ooatraoh with free aterllJic .. 

Illoa 1a awn tut ture •T ba,.. ben coadurable epecul.aUoa 1a otorllllc a11lce Marcil 9 U4 ba doaa aot ,..t to npport opeculaton. ,U tba - tiM, u fMla tbat tb.era ~ ba,.. ben aOM bo"''' coatraoto aahref. lllto , ill tbo Ulll&l bua11la11 praoUoa, which will lllta1l Hrioua louao to tlla .&Mr1ou isporlaro unl.e11 tb.e Jr1Uall ~ lllhrpret tllo1r ra,.U.Uoat ao•-t aloac till l illu ~otod abo,.., 

VbaJt 1 aaloo4 boa ..tt.tlllr Ill ba4 racaind &117 -rud• OJt tb.e niiJact, or ropratentaU.fta froa &117 mber Ualart a~tooiaUOJl, b.e replief. 1ll till 
M&*tha, 'but ttata;l tbat b.e apachd parlllpt to raoolw a •.oriJl<illa 'llhloh could be :p&llld. OJl to M. Ba tllhcl>t, ho-r, tbat it Wt 4eo1rabla t bat oo:oe ropretentatiou be a4e t o till .Br1Ueh before tbaT ~ tab too pooitift a pooitloJt. b oa tho'CIII>* till .Britieh aipt "rT coJtCahablT ,..t to oou14er oo ... -1'111'1 to p..,....t aa OHr banh t ... t..,.t of .&Mrioaa Ualan at prii&Jtt. lCnoa told tb.e affect of tb.e ttat-h ooaiac out froa Lolld.oJl lllt~tlllc tbat !roo ottrllllc woul4 baH a lifo of oJllT three -a .ore bat foroad. pooplt to bu1. !lliT thlllk fro• atarll.ac ~ co up to till official rata of $4.02. 

1Jl till foNcol.ac ait•Uoat, boa 1a Jtot ncc .. tlllc tbat till l.aportara be poraittad. to pv.robaao atarllJic at ).19, 'but at till ourraJtt trao •rat rah, 
ond tbat tbia ahrllllc oa.plah tlll1r ooatraoh. 
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hM lJ, lgllo. 

a.l~Jecta llarUb.1p 11atllct..t 11p01a -

~· \ra4e 'bJ ibe "- 7 
recul&Uoaa ot ibe JrlUIIIl 
'tmlteep Ooa\rol. 

l'ollOwliiC Jlr • Ja4eBhop 1 I UJI&\IJT hlipboDI COD1'12'-UOD 

&44 llr o llarrlaOD 11 &114 ~ 4leCUIIlODI wl th llr • Loree Oil J\aJM 12, 

I t olopboud llr. Cocbraa oa JQu 12 ud ~ill OD Jaae 13 e>;~lalll1llc 

the ol haUoD to lllJo a a tollona 

Oar lllport tra4e lo c~lah!Jlc blttorlJ about ibe boau7 

loaMI 'llhlch it would ouataill 1t the lateot Jrltloh reculatloq u. 

applied ao draeUG&llJ u h DOW lll4lcated ill 4lopatcheo trca London. 

Oenerall:r opealtiDC the tra4e t .. lo thet the uw re&U].aUono are 

Ul111eceoaar11J draotlo ud .ore eo tllu tbooe ot llarch 9 ill the\ 110 

por1od ot craoe h allowed thio tiM. The !larch re&U].aUoDo, 011 tbit 

other llell4, beoaaa etteou ... olll:r about two weelo:o olhr the a111101Z110a-

11011t; eyen at the ea4 ot tbat period ( IUliJeot to npportiDC nideDoe) 

rpeoial par.ioaioa co'llld be craat..t ill r .. paot ot eh!pMnh 011 or 

olter tbat d&h ('but DOt later t11u ~- I) ill tDltilMilt ot ealae 

• 41 prior to lleroh 9. lloraoTor ill caM ot llllip.anh attar llaDa I, 

arraacuenh were ada tor qaolal trea-D\ b;r prortdJ.Jic tor rpeolal 

reference to the Jellk ol lncJnd. 

Bo le--.:r h «1...,. DOw at all. Oar I.Jiponere oe• to teal 

otro111l7 tbat th17 llllo'l1ld be «1n11 a chanol to oO'I'or ooul\ach at 

the pr....tllDC tree rata ill \he trea _.._,"' 

(1) 1t tllit aU~llDC 11 ua4l4 ill p&lMat ot 
18pona t.... DO,...Jrlu• -lrl• Clall 
wen --Wd tor ca a a\arUac baoia 
1t .... u.on• .... anup& l'rilr '" 
~ .. 
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(2) 1f t he aterllD,J 1a needed 1.n ~ent ot 
i~rto f roa the !ritiob E=pire wbieh 
were contracted for pr ior to ~reb 9, 
for deliver, after June 8, 

I.11 both caaee the trede claimo 1t b entitled to oterliJ>& 

Pt ~he !reo rate• because the ir contrncto !or ioporta were made 1n 

good fo.i t h . The trade adds that if it h ehort ot aterli~~& Bl!"inat 

such importo, thia ia a a~-n not of opeculation but rnther of 

prudent and conoervative l!IS.Il&gement in that purchae .. of aterlift& 

~o cover 1cporh are made onl)l' after the to,orte blt.ve actually bet'n aold. 

Ac far aa thoae are concerned who bad co•ere~ their aterllcg reqrlir~ 

-=euta, ~ aeu to MTe resol d their purcbasea !or ! onm.rd C.e11wery 

~~•n they e&w into what diff icult aituatloo (4ne to no fault of their's) 

thoae bnd sotten tbemaelvee who bad purcbaoed Dutch gu1lder a to pa)l' 

for their rubber purchases and suddenl)l' after t he invneion of Bolland 

found tht\t tho !oreisn oeller of rubber would not nccopt e;uUdero 

1~ pa)'laent altho~ payment 1.n thnt fore wna otipulated in t he con-

tro.c t . l.!a"J' of our iaportera seem t o baTe concluded that a aic.ilnr 

olt1::1Uon might develop in ater liJ>& and pro,.,tl)l' oolc! out .mat they 

tAd pr eY1ouol)l' purch&aed. Partberoore, 1f prior to ~ch 9 contract• 

for importo ure =de for <ieliYer)l' after June 8 it b claiaed that 

~•layod deU..er:y ~ to 6, 9 and even 12 mont h• ahead 1a Cll&tomar:y 

llr i\C Uco in ca.ny tra.dea, p:u-ticul&rly the rubber trade . The rubber 

t rado b:; the ""Y 1a intereated in t he free rate not for ita purchases f roa 

the !ritiob Empire (those under the ~ch resulation• had to be 

;.aid !or in eterl111g boU&I>t e.t the o!ticial r o.te). but tor ita 

pu:-cbnaeo - on a eterli~~g hade - of rubber in tho r.ot berlando Saot 

:ndieo. I undorotand that rubber purch&eeo troa the l!etherlanda 

.4ot Indieo upreoent about one-third of tho totol. 

I 
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Beo1ua the rubber t rade Alleric:"" l.Joportere troa 

non-:Srittoh Ji:c!?i ro c:o'IZiltriea of a loJIC l1ot of uttcl .. a ll of 

whlch are contracted tor on a aterliDC b&da, are Y1tall7 intereated 

in the rate at which they can buy the aterli.Dt with which t o pay. 

On t hia l1at there IU'e teakwood, wool troa South Alllorica, leather, 

br 1atl ea, tin foil , eaaenti&l o1la, guaa, rue• and carpeta, cocoa 

'oeana, eottee, mother o! pearl , aah~. nute, miet' , shellac, aago, 

h...,., oohair M d oany more. It aeec~o to ao all poui blo ettorta 

should bo -.48 t o try ao4 protect our .U:orican l.Jopor t era ~ro:D 

!'.«'. ~.igbt work aut to be a "U7 aariouo l ooo. lior do I bolin e 

t~~t t ba Br1t i ah tull7 realize the 41t!icult1ea whlch their new 

r ef:U].at1one ol&i>t create f or our l eo:it1 .. te buoi neu nnd would 

~eliberately wiah to force it through 1f cur aituation were e~ 

plained t o them. >allure by uo t o e.plnin it t o them mi ght brin& 

on cov•r• critici... I nascueh n o the origi nal netot ia t iona and 

!.3lka were carr i ed on betften t ho t wo tree aurie a without the 

centra l b&nka bai ng in on it, i t :ee~o t o me an7 further 4iacuoaiona 

nth the Bri ttah ahould alao be f roa 'ir eaoury to o:'reu ury. 

•.tny perai uion aft er llareh 8 t o acqui re aterl1DC in t he t re10 
aarl<et for the purpoae ot payiJIC tor laporte ahould cover 
e autfici ently lon& period (not Jllat a week or t wo) oo 
t hat the t r ade 1o given an opportuni t7 t o buy in orde.rly 
t nahion lfithout baYing to ruah into t he mar ket At once 
beCAuse otharwioo the f r e e rate might well be puahed up 
to the level of t he off icial rate and there woul d b~ no 
r elief for the import t-rade, 
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0 
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( TREASURY DEPARTMENT 

INTeR OI"P1CIE C 01141i1UNICATION 

TO Soeretory Xorgenthau 

llr. Cochran STRICTLY CONFID ENTIAL 
At tnen o'clock latt n!«ht 11r. Roll&ld Rantoa, Vice Governor of the J'-.!eral 

P.eoern l!oard, talop'>oned ae 1n r egard to the Bollrtan gold caee . l!ia General CoWiael, 
)(r , :t,yaH , vaa alto on tho wire. llr, Ranooa rni"'ed the cue and told ee that Ulli!.er 
Socretar,y of State IJellet vae 1no1at1ng t hat a oettle:~ent o! t ho ~~&tte.r 1n fuor of 
the :aolhian Central llaDk be e>;>edit-.1 tbee the call wat aerioua}T •barraooiDC to 
thh GoTerneent in itt political relatio1111b1pt with Bolina. llr. Rantooa wa:arhed 
~o ct tonral alter11at1ve plant mlch bad b1111 collaldered. by the Soard, !he olll7 
one of thete which 111YolYI4 the 'l'reaour)', 'bo.lt which llr. P.&Dt02 teeaecl to faTDr, 
u?h&<'led that t he Traa1U1'7 "&Epal't<~ent thoul4 vi tbdraw the Ucenae froa the i'ederal 
.?.eaern l!aDlt or !lew York under which the gold alloc ed t o belong to the llenco Merctmt ll 
h nov held by tho Federal 1n the ~~aao of the :ilolina~~ Central l!e.nlt. I 1uhtt4 that 
t hh vao not a aolutio11. If tho ::.'reaou.ry took o ... r tho gold there voul4 tUll rc..Un 
the quettiOII t O be decided aa to WO vould ba tha rightful Claim6llt to tho J>!'OCa-.it, 
I tol d llr, llanaom tbnt tho only part t he Troaoury had been ready to UIUIIIO i ll tblo 
n!fair vu the ruponel b111ty for g1Ting a 11conao tor the export of the gold in 

( .ueotlon, thould application be made for ouch a licen•o. I tol d hill that tbia bad 
been ay p oa1t1on wen to.lldng with Mr. Colll\do ot the State Department. 

Ill to.lldD&" with Nr. P.anaom I readnded h1D that I vas alone, and apoakl.JIC 
vlt'>out ndnce of couual. He aalted 1l I voul4 receive hill end llr. Drelbelbh at 
ten o'clock thi a aor~~i~~g. I agreed t o thio and bad ~s. l!ernatoin present wen the 
tvo ge11t1uen called tbh mornl~~g. Nr. :Ber~~ttein and I vere unwilli~~g that the 
:rea t1117 thould be dr&WII into thlo ~~&ttar elOJIC the 1 1:1eo vblch tl:.e i'ederel Renne 
:Ooard vaa auggeatia&. llr. Bernstein lOilda the aUCBootiOII that the Bollnen JU.nhtar 
lhould write a letter t o the State Depart .. a~~t lett11141 t he lat ter knov the control 
llll1cb Bol1Yia uerclaea onr gold and ita requlr c ent& that ouch gold ao h abroad 
to r epatriated, fho State Depart::ant co,Ud t hell write the Federal lleoern to tbla 
etrect and alt o certify a a to the qv.al1licot1o11o of tho dul7 accredited millhhr, 
w reeouelli!. tho cooperathe llCtion vhlch llolhla re~'.lnta. 

1'ho iederal Reoene repreoentathea proahed to t b.i .u onr thlo and atlced 
t>a to 110 whether ve could concehe of any u t a or our llcenai~~g power wicb a~ight be 
helpful . 

~t 5:30 thla eYening Kr. Raneom telephoned me. Ho &Bid that Meaoro. Harri ton 
and Logan vore co1:1iD41 from Nov York: tonl&ht and would meat at the Federal 11a terTI 
3o4rd At lline o 'clock: tomorrow morning, and that tbe group would l a ter a t 10:30 bo 
rtceiTed br Under Secret a%'7 of State Wol.lea. They &Bill. they aight Cl'~l on one of 
ua to Join t he aeeting at the State Departaent. I r eplied that either Kr. 
3eraate1n or I vould be aftilable. 11r, Raneoc aalced th~t ve eonlider a new 14aa, 
'l&:lol.T, t lu>.t the Jedoral ReaarTe lle.nlt of Bev York addreta a letter to the 1'raaaury 
adTltiJIC tho latter that tho Jlanco !lerca11tU hat claiaed that gold held under 
Ueenu btlOJICa t o it and conoequentlT the l'ederal P.eaerTI baa no autbor1t7 to 
hold Ouch cold. fho J'ederal ReaarTt llaDk vould atlc the 1'rnlur)'1 0 adnce 111 t ho 
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pr•il.. . I can ao aDawer to thia CU««eaUoa, blat atter teJ..Idat with llr. !UR­
attln a fw •11Nha later, wa acree4 that our rapq ahoul.4 atUl 'ba that the 
'l'rta1Ul'7 11 re~ to houa a 11aenae wheaner a11pl1e4 for. 
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Secreta ry of Stet£ 

\7csh 1ngton 

1855, JunE 14, 3 p~. 

GRAY 

BErlin 

Duttd June 14, 1940 

Rtc 'd 5:46 p. m. 

I Substqutnt t o elcsing or his of~ie£ i n Stoctholm 

U:~y for.nEr ~E:~>sury Att :~cbc o.t Bn-11r. nhose of:ier ·,1a s 

rtmovtd t o Stocl~olm i n April l ef t th~t city June 2 

o.nd arr~.vtd Berlin Jur.r 1 tn rou tE t o !:is n <:WI poet a t 

l.!ontrEal. HE has sincE bEen j oin Ed lu rE by \"lolff of 

hi s OTm of! ie E l7h c nas aloo En route t o the Uni tEd 

St at m . SincE no trc nsportation t o t h e United Stat Es 

i s av ailabl e otcEpt via Si b Eria llay bus u irEd his Burt:~u 
timE 

tha.t unt i l such/ a s transportati on b tccmts availtlblt - ... 
hE oncl. ' !oltf uill r=i n in Btrl1n "ass~ing ~o.s3y in 

: - -:. 

o.ny c a,o.o1 ty nEEdEd unlE3S Bureau inotructa othq;rl.sE" . 

Th t Emba coy i s gla d to havE their servic£:~ o.nd IQpropost 

to c onsidtr thEm dEtailEd t£mporo..r1ly to=i;lus m1JiJ1on o.nd 
o (..- o 

to lint t h Em as rombErs or thE llto.t'.t' unl~ thE lli:partlllent 

It in aooumEd tha.t thEy will 

\ 

inotrueto to the c ontrary. 

continuE to drou pay t'rom the Trenoury Dtpurtmrnt. 

HEATH 

NPL 
' 
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Stcrrtnry of StatE, 

Washington. 

1651, June 14 . 

FOR TREASURY FRO~ BUTTERWORTH. 

PlAIN 

LONDON 

DatEd JunE 14, 1940 

Rtc ' d 3 :25 p. m. 

l o Th~ London security markets have not dEclined 

prtoipitously and the turnover has bttn very small. The 

City was prEpared for tht fall of Paris and apparEntly 

dots not apprEciatE t hE signifioanot of thE othEr advErse 

military dEvElopmEnts. -

356 

2. As thE tightEning up of thE ExchangE rEgulations 

rtndtra thE British Exchanst control system mort likE thE 

Otrman, tht international tunotions of tht City arc bring 

i mpairtd ExcEpt insofar as thE tradE of thE alliEs and 

their tmpirEs offErs a scopt of no mtan proportions. A 

British Trtasury noticE to banks rEquires Bank of Engl and 

authorization for any financing of inter-nEutral tradt 

unless the goods arc purchased against and r Ei mbursEmEnt 

obtainEd in United StatEs dollars . This cancEls a prE­

vious arrangtmt nt describEd in thE Embassy ' s mEmorandum 

on British txchangc control rEgulations pages 52· 53. 

Tht 
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- 2- #1651, June 14 , from London 

3 . Tht Briti sh Trtasury also informtd banks that 

htnctforth all transfErs of sterling to accounts of 

rtsidcnts in the Oni ttd Statts and SwitzErland for any 

purposE must bE rEfErrEd to tbr ~nk of England. This 

cEntralizts in tht Ctntral Bank tht administration of 

thE now rtductd transftrs of stErling to rEsidtnts in 

hard currEncy countries and rcmovu this authority from 

banks appo\ntcd to approvt torm E 1 (all authoriztd 

dtaltrs and ctrtain mErchant banking firms) 

4. The fol l owing rElaxations of ittm numbt rtd 1 

in my No. 1525 of June 6 havt bttn announcEd : 

(a ) ArrangEmEnts have bttn madt with thE French to 

facili ta tt salts of s ttrlin~ s tcuritiu bElonging to 

Frcnch nationals residtnt i n Prance or tht French Ecpirt ; 

applications for lictncts will b£ conaidcrtd if a ctrti-

ficatt of nationality, residEnce and non- tntmY inttrtst 

isautd by tht FrEnch control is produced, and for seeuri- ~ 
tics sent to the United Kingdom, a lso a FrEnch export ptr-

mit . 

(b ) Appl i cati ons for liccncts for sEcuri ty salts by 

French, BElgian or Dutch nationals ttmporarily resident 

i n the Unittd Kingdom or rtsidtnt in thE Dutch or BElgian 

Empirts will rtcdve cons1dtration by tht Bank of England 

1f 
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-3- #1651, Junc 14, from London 

if aocompanitd by officia l £vidEnCE of nati onality, 

rEsidEncE and non- enEmy interEst. 

5, Authorized dEalu•s haVE bEEn notifiEd that 

Bclgian rEfUgEEs arc rtquirtd to dEclare within f1ftecn 

daya their holdings of BElgian currtncy including coin. 

~0 pcr wtEk ptr person nt 176 3/4 may bt exchanged and 

must bE EntErEd on a sli p showing thc total holding 

dtclnrrd, 

6 , Applic~tions for otrtif1cntts giving ptrmission 

~ to cxport to dtstinations outside thE British, Frtnch, 

Btlg1an and Dutch controls, gold, securities or foreign 

cxohnnge hEld in thE UnitEd Kingdom on btlw.lf of 

FrEnch, BElgian or Dutch nnt1onnla must htnccforth bt 

rEfErrcd to thc Bank of Engl~nd. 

KEII'liEDlr 

>.r.c 

... 
.. 
' . 

• -
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MI:MO"ANDUM PltOW 

I:D WA .. D &. Oft & I:NeA U M 

aes MAOI.80N A VI:N U a 

NI:W YOftl( C ITY 

~ 

35S 

June 14, 1940 

To Secretary Worgonthau• 

I inquired about tho gon tle""" fro• 

llacy•a. I find that he hoo done good work 

in co"'""""'l atf'airo , inoludh~ acth 1tiea 

of the Greater N"" York Fund, and ao forth. 

lly infor mtion b that he h .. not yet a-

oh1eve4 aqy greetl pereonal bue108sa suooesa 

nor giTOn evldonoe or great ability and that 

he needs competent &ltiltanta to follow 

t hings up under him. l!owever, thla may be 

an untai r apprainl. l!e 1a w poooed to be 

energet1o and oonaoient1oue in hta work. 
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!he nUIIlber 
Sblpptgc Sitpatlop. 

ot cars ot export freight loaded on lighter s 
of the railroads at New York has fallen this week to around 700 cars 

per day, attributable i n part to the stoppage of f r eight destined 

to the lfeditere.nean. !he number of cars on hand awaiting 

delivery by l i ghterage was also lower, indicating a holding back or 
shipments at points of origin. There bas in turn been some incr ease 
in the number of export cars in storage in rail road facilities but 

t here is still a large unused capacity. 

Lighters containing export freight which are on demurrage 

in excess ot 48 hours number 110; an increase over the previous week 

and probably due to f r eight which had been put on lighters prior to 

the closing or the Mediter ranean and the disposition or which is now 

1n doubt . 

The Italian Line, in spite of the tact that they are not 

likely to have any sailings, are reported to be unloading on to 

their pier lighters which had been pleced tor transfer into Italian 

Line freighters . Presumably the i dea is to make 1t as difficult 

as possible tor the diver sion of this freight to ships bound tor 

Allied porta . 

!here is little activity in the movement of export grain 

through New York. The quantity in el evators, boats and railroad 

cars remains at approximat ely one and a quarter milli on bushels. 

Clrloadings t or the week ending June 8th incr eased 

63, 000 over tbe previous week, running the average up to 10~ tor 

the preceding ten year period. All classes or freight r egistered 

in 11 #reight and less-than-carload merchandise creases, misce aneous ~ 

accounting tor the maJor part of the increase. 
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1'ouola 1Uider celitrol ot tbo .UUed 111D1atrlea ot 

Shippin& ue CODCentratin& DD tbo .w-t ot cuna an4 ordlwlce 

and this ia briD&lng about an aotiYe deaand tor apace to acoo..odate 

non- 111111tU'J' goocla Oil 1Ddopolldent nuols. putioularly to tho 

11ili t ed xtnc4oa. 

1'he ateol tor Prance boa not begun to ., •• t'roa tho atoal 

plants 1n appreciable quantities :ret but 1t 1a anticipated that luce 

quant i ties Will ba arriTlng at tho porta within a short tt.o. !be 

s t eel production of the country is expected to be running at the rate 

of ~ of capacity thia nell:. 

1'he Packard liD tor Car Coap&Jl7 • Detroit • has recebed t'roa 

Great Britain a large order tor high speed aarine engines. 

1'hero were no not form chU'tera reported this week an4 

t he time charter business is on a r estricted basis with rates 

bepoJd.na aotter; West Illdles holding at t,4.so but fixtures are tow. 

An .Aaerican ship is reported to han taken 111.25 per ton 

tor coal troa s.a.pton Roads to LlabOil. !his 1a slightly leu thaD 

the l aat reported c~tar and it 18 indicated that tho sue ld.D4 ot 

business .tcht be done at 110.00. 

Pllrthor ttxturoa of J.urican at-ra to South Africa 

have been aade at t3.7S as well aa to tho west coast ot South Aaerioa 

at the saae rate • 

.Anticipating a nrplaa of .l.aerican ships seeld.nc .-pl(I)"Mnt 

as a roault ot the closure ot the lllditerranean. chU'terara are biddillc 

13.00 tor Soath Africa with no takera aa :rn. 

;WL 
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( ( ,( THE WHIT£ HOUSE 
v~ WASH IN C TON 

r-June 14, l94o j" • . ,. .,.._ 

' j 
-7 

/ 

Dear Mr. 8eore\ar7: 

I aa eendlng 70u herewith a 0007 ot ~ l etter to 

t he Chalraan or the J'eder&l Pove.r Collll1u1on 1n 

oonneot1on vlth the proY1e1on or adequate electrlo 

power tor derenee neede, The Coaet Guard 11 one ot 

t M aaeno1ee w1 th which t he Co1D1te1on will carry on 

l laleon relat1oneh1pe . I hope t h&t 70u will cooperat• 

in e•er7 va7 with thle work. 

81noerel7, 

The Honorable 

The Secretary ot t~e Treasury 

362 
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Jaae 14, 111~ 

M: dear Mr. Boo~er1 

Tbla will acknowledge receipt of the 
fol lowlnc commaalcatlona whi ch I ha•• re­
cently reoel~e4 f r oa you and for whieh 
please accept ~ thanke1 

June 8 - Further report on the 
Allhon Co:p&DJ 

Juna 10 - Purobaee of aYiation 
(!UOline by a Japanue 
CO!lp&DJ 

June 11 - Report of an interview 
with a hi gh German official 
in the United Stetea. 

Toura alncerelf, 

f...,_.) 11. tlcw4 ·t o,Jr, 

Jr. J . Edgar Boo~er, 
ll lrector, 
Federal Bureaa of Ia~eatlgation, 
u bingt on, D. C • 

• 
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•mn~ llama llf .JonrlpllDa 
~ htn ~ llf luttu 
~I. <I. 

June B, 1940 

ffillSOIW. fflD OONFID&liTUL 

The Honorable 
The Secreta.ry of the Treasury 
Wuhington, D. c. 

Icy clear llr. Sacretal"y: 

f'Oenlit me to refer you to "'1 letter ot June 
? , 1940, transmitting information concerning the 
.Uliaon t))gi.neering COmpaey Division or the General 
llotors Corporation, Speeclway, Indiana. 

For ;10ur fUrther infOnll8tion in t his regard, 
there is trmsmitted her(!IO'ith a copy or a plant sur­
vey report elated April 13, 1940, covering a s urvey 
or a recent adclition to the .Allison Plant . A copy 
or my lette r of reco~end•tiono elated June ?, 1940, 
is also being !Urnished ;10u, which l etter contains 
suggestions w1 th reg2.rd to Plant /13 ot the Allison 
Co~~~p~~ey • 

llhen additional information with regard to 
the Allison Plant is recei vecl by t his atreau I 
shall see that it is procoptly fUrnished to ycu. 

S:incerely yours, 

Inclosure 
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( FEDERAL BUREAU OF INVESTIGATION 
tu~ :OOQoo l 
TtnSCASCO .. IOtHAT'CDAT 

99-1 
II(I'O'IT MllOC AT o.\TC Wliot lo4AOt I"OtiOO 1'0" 

WHICH MAOC 

lru>lanapolia, Indiana 4-13-40 4-8, 9, 10..40 BLISS IIORTOII 
...... 

IJ.Ll~H AIIOIICUIU I«l COKPAIIT DIVISION! 
l£~UIAJ. IIO'I'<IIIS COIIPOIUTIOII, PL.IIIT PROTiCTIOif 

SYNOII"SIS C# ,ACT'SI sur ... , ot plant. .....,.r t.hr .. of AWaon ~>ncin...._ 
~ C~~~~panr Dirlaion, c;.,.or al l:ot.ora Corporat.lon, 
.>f~Mdn.r CU7, lndiona, oollj)lat.ad, 

I Oetallat 

- p -

Report. of Spooial Agent. c. A. Hardlaon, lndian­
apolia, lndia&~& , HoY-'>ar 27, 19)9. 

ACTION T.IJCEJI 81 'nil AIJ.ISON COW'AIIT 
01 BUR&AU R.liCCIOO:IIDATICIIS 

AT SPiiiiiUI C lTI, IIID !AliA 

On AIJI'il 8!1940, ..-ot. called an llr. OTTO T. l!elSSllll, 
pneral __,.., All. aon ~inr C011pan1 Dhillon, GOIMral 
llot.ora CorporaUon, at. Spo ~ s CU.r, lndiana, 111d ln!ol"'IOId llr. 
IRIUSS&Il Ulat. be wu reldT t.o caoopl.at.a tba wrYIJ of U.o raC*\Ur 
Cin.labad plaA\ .....,.,. Ulree of .. 1c1 OCIIIp&tiT, ...0 that &£11'1t alao 
lleairad t.o ooater wlUI Jlr. P"''SSiR .. t o an;r action t hat bad -
hklll b7 Ula cC~~pe~V on ,.., ndat.iona and Wll• ot.iona contained 
in lat.t.ar ot Cac..,.r 26, 1939, adclreaaed t o llr. lU\ISSf.l! b7 tho 
D1reot.or ot t.bo PBI . Jlr . IIWJSSIII at.otad t hat it • •• bia opWoo 
that at laaat. Ula uJori\.7 ot t.ho ro-ndat.lono and oqpotlona 
oont.ainad in t.ha ll1root.or' o 1att.or had bean p11t in practica tho 

and with llr. RAY O. 

~WTM•~ 

' ..,.. .. (JM ' -re•) 
4 Iftcl1anapol.la 

• .._ - -p_.-"' ..... ,.. ., .. ..,,..., , ..... 
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pereOMd c11J'octor • tor ..,ro particular det.o U o t h t H 
abo that 10-. KRI!II&R would render •roo • e eugpotod 
tho e001plot.1on of t ho IUM'OT ot ~ ~~=;~~;:_ apnt dod~od in 
contacted, u woll ae JOII W DALTON ahiot pa• 1 o. llri , KRE:IIER woa 

d • • "'ro ''"' c• or t.he 
coap&lll, 111 tho variouo re-ndat iona aonhlnod 111 Bureau letter 
ot Ooae.bor 26, 19)9, woro diacuaaad with them with tho !ollow• ·­
rooulta, ._ 

Tho application foi'IO uaad b7 tho 0011pol\)' hoe not boon 
chanpd, bllt an addondua hu boon attachod t hereto reQUirln( ap­
plicanta to giYO cort.oln info ..... t i on in odc11t1on t o t hat .. ntainod 
on t ho ro~ar a,.plie• t lon r or:a . l'ho addit ional Wor:~~atlon covera 
tho Utter Of (J'OUp inovanco and 11)3 lndobtodnoaa t.o tho ca.pa111 
llndor tl:o 0, II. Lqott BenoU t p.Lan. , achoola attondod 1110 cour1 08 
porauod thoroln, including collo11 work •i th an.r do~••• rocoivod 
and a Uat ot ujor atud1ea and I\Uioo .~ addroaaoa ot rolatina ' 
and !rionda in !oroi111 countrioa, Tho applicotion foro and addondua 
thoret.o aro forwarded to tho Bureau hor .... ith aarkod m 1bit A-utl. 

\li th rotoronce to inv .. t1got1on or applicants tor poaitiona 
i t wae explai ned to ~gent that tho ooaP~T now roquiroo that tho ' 
oppli aant produeo a birth cert 1t1cato. lr ho we e born in a forol,n 
C:Oillltry, ho i~ likewlao required t.o produce lo1t natur&lhation 
p11poro ond a photoatatic eopr of tha birtb aort 1t1cato ondfor the 
naturollution papera aro plocod in hie porooMol ruo. llr, DALTON 
atatod t hat tho cospan.r baa throo Mn wbo aro oolel.r oneaeod In 
lnvooti pt.J.n& appllcanta. Tbor uko a nol£hborbood 1nvootigat1on . 
A l ora h ao boon prepo.rod covorinr tho roaul te or tho noi ghbol'!lood 
invoatication and boar• t.b t1t1o "lntorvinor•. c- nt , • ~ COPT 
thor.of 1a at.tacllod horot.o aarlcod A-D 12. Tho lntorvinore or eovao 
vbit. t h o noilhborbood. '1'11•7 lll<n b o eorrupcna 'lfith oehoola and 
oaploroo ' . prniolll ploCII or oaploJMnt. The intorvl nor•. roport 
1a pl&ood 1n tho o.p!o1...., poraonnol !older, topthor •oit l: hb 
application, 1be invoatlcatora operata dlroetJ.r undor tho eupo."ialon 
ot poroONMl cUroct.or KRl!lliJ! ...,o 1ina activo au1atanco to th• In 
thoiJ' invaat.igatioftl . A copr o! tho fo1'lll let.tor uood In cor rupond­
it~~ with tho appUcant.•a provioua plaao of u plop.ont la at.tachod 
hor ot.o, _,.kod A-D 1). 

11r. l.blliR at.at od that 1dant1t1c•t1on ouda have boon 
itallod t o all oaplor••• at. tho plant, 1ncludiftl o!!ico paraonnol , 
but uoludit~~ OoYOr,..nt ioapoat.ora. A aop7 or thio idontitio~ioo 
card 1a at.t.acbo4 horot.o aarlcad 1.-D t4. lt d ll bo oot.od thore 1a a 
plica on tho card tor tho ....,lore•'• nuo, and tho car<l ... t bo 
aiplod bT t.ha poraonnol director. On t ho rovorao aide 1a • place 
t or tho Jibotovapb or tho o.ploro• and tho apreoaiona of bia rlcbt. 
and l on index !inror •• - u .. tho d.ato or hh oaploJMnt, hie 
a,o, hoillllt., wos.,bt., ~ color or holr and oro•. Ilia photocraph 1a 

- 2-
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f r Jr: 

plaoed oo Uda card •1 til an iapreaeion eeal of the Alll-. Ancin..-iA( 
Coap~a7 DiYiaion. ln addition t hereto, Ill ottioera and .. n in 
auperYiaorr oapeo1Uea at the plant are required to han another 
pall which 11 FIT in color to 1n41oeh their otlioial oo.-otloo 
llr. DAL101 explained that tile Arrq inopeotora oarrr their Arrq ' 
1dent1tioat1on oard or paaa with thoa at Ill ttm.e and therefore 
are not re<~uired b7 the o~ to be proYidacl with 1 , 'lll•o.r 
idant1tioaUon card. tiler are, bowner, iawecl a ~ pall br 
llr. lllliiJSSU. All ntlioiala and lllpl.oreea of the ~ao,r are pro­
Tided with coaapaJ~T badc'e•· A.rrq inapeotora are not re<~uired to 
carrr theM badc'ea· Ba4c'ee are worn on t he ouhr -nt 11hare tiler 
are pl&inlJ ae.... llr. IOtili!R keepa • record or all i deot1t1ootion 
card• and badc'ea iaaued. llr. DAJ.1011 keopa a record or all paaaaa 
iaauecl . s.plOflll -rinc their OOMeoUon with tho cooopao,r do 
not reoehe their final check !roe tba o~ until th•T h rn in 
Ill badc'e•, paaaaa, and other o~ propertJ. Xo Mplo,_t 
...-.r 11 reiaauecl when en lllpl.07" leanl the 11nice. 1be recorda 
kept abo• the tt- tbe 1dent1tication o.q. and card are i aaued and 
the t 1M t11•7 are returned. 

Talephone repeinaen end other aanioe and Mintenanoa .. n 
oalliJIC at the plant are re<~u.ired to rariater in t he ottioe at t he 
v111tora entrance. Furthenoore, th17 are re<~uirod to bri.njr with 
th .. a l atter troe their auperior ottioar which letter introduce• 
th .. anc1 oonhina the n.-.r or t ba1r own COIIIPIII1 baG,~. S.tore 
the7 enter the lliiaon !'lent ther are rinn 1 t.apororr peoo and an 
idont1t1oation c ard wbicb 1o worn on tho o"ter ro,..ent durinc t he 
tiM tbe7 are in the plaftt. Both the peaa and tho i dontitication 
"& are ~ up llhen aaid -.ploree l .. Yea the plant. No caaual 
daitor 11 all.....s in the plant ~~neeoortec!, nen with • badp. 

llr. Dll.101 kaepa a J'IC'1aWr 1n a bound book tor. contai&o 
inc a lin or all TWtora' pealll iaauecl which or courae lncludea 
tba date, the .._ or the Tiaitora, the ~o.r he ropruenta, the 
per- 1n U.a plant 1lboa be dea1 raa to 111 and the t~ be l oavea . 
11r DAJ.101l upla.iAecl that 1llldlr a atriot inhrprotation ot tbo l n4iana 
St;wtn 11 rinn to tbl oooopaDT bJ Ua attor ner, t ho oooopao,r ~t 
be bald reapou1ble 1n .... or accident, nan it tho d aitor bad 

1nua17 aiped 1 waiTer ralaaaillr the plant troa Ill llabllU7 
~ on plant. proper\T• !lleretore, no a11ch wainr 1a inclllcled 1n 
the tor. • bioh the rlaitor aim•· 

ltr DAJ.10I nph!Md that daitora are at no ti81 l ett 
• ooopaniecl bf a .... r ot the pard or 

al- at Ul• plantbu.t are ~ u.- · AnT daitor t......S unac F•"lecl 
o\.bar proper nttioiala at -·-' ~:-~ .• -+era ror inhrd•. 
wo..U be hklll to the plan\ ...-- --• 

ted the tbl.rd t~ nt tho ortioe 
A aatet.eri& 1a oper~ 00 

lt 18 operated b7 an oataidl 
bQ.Udinc or \.be plant --:: othe~ 10...,.nec~ dtll the operatloo -•1n-. iaplofM!L_ ... \.be aide door at tba welt ot tbl nt t ba eata\Uia .,t.c .. u_ 

- ) -
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The c O!llp&ll7 doea DO\ uka • apot• aeorcbaa ot -.p1o,_a 
aU.her u th• T 011\er or 1 ...... tho plant. lohila Vr. KJWIIR 11011 
llr. DIJ.'IOII r .. opised tba Yalua wbich llilh\ occNa troe ouch a 
praoti .. , n.Terthalaaa th•T otated that it io not a polic1 of 
o.neral lloton CCIIIFUIF 1n othe.r dti• and 1n ot.her planto and 
belined U -.ld raoul\ 1n 1oooed1ota cl1tt1c11Uiao wi th ..j,lo,_ 
it i t nra att..,tecl. Therefore , thaT do not axpeot to put thio 
plan into prectica . Tb•T chaok bUDd.l.u and lunch bcxoa -inc 

372 

into t.ha plant . Tho1 do not .&a uq nerch ot paraona . 1ha1 •apot• 
check the ~OTMO • lockera probolllJ onoa ner1 "" or oo. 

With rafarenca to t he Bur .... • a aug potion tor t ho hancll1nl 
or Jl&il to and troa tho uin lndianApol11 poat of tica, llr. D~L11:ll 
ond .,eat oon!anad with llr. 1'1ll.LUII r. SITTL.6, 1n cltarp of tho 
...U rca at the llllaon C011pa111. llr. SlljTTLE explained that Kr. 
C. OS80RIE, atopa at tho l ndi.aMpolb u1n poot ottico each .ornill( 
and brine- the u1l trca tho Allloon look box at tho poat ottica, 
and \.hat llr. OSBORn taku the u1l fi'Otl t.ho u.lll n.f rooa to tho 
poat ottloa .. ch eftnin( on llr. OSIIORII1 ' 1 •&1 hoM. llr. SETTLE 
atatecl the IIIIIPIIJ¥ had written the pootu.atar at lndianapoli.o, 
l ndUA&, propoeiJic that the ...U pouch t or illlaon ...U ba padlocked 
and \.hat a lleT to tho padlock l>a ratai.Dad in t ho. poat o!tico and 
anothw k&T rat&!..aM 1n tho • IHJIC rooa at t he illioon Cooopazq. 
Baton the u11 lett the illiecn c,..,IT i n t ho evacinc, tho pouab 
~d be ped' Mked., and t he k"7 l ett 1n tho ...U rooa at tho 
OO..,AIIT' • ott i.. . l1han llr. OSIOIIB daliYerad thla pouch at tllo 
Indiaaapolb poet ottica, a poet otfloa • pl·OJH could uaa tho k"7 
whioh bed been leN. at the poat ottioo t or tho purpoH of liAlocki.nc 
tho pouch. lA the ooominc tb• u1l could bo placed 1n Lila pouch 
1>1 a poat ottioo ~o1• and tho padlock anappad on t ho pouch, and 
11. woW.d not be lllllocked until it roached tho Nil rooa of tho 
illia011 c ... .,.., whore the koT hold 1>1 tho o~ would ba uaed 
to lllllock \he ..u. llr. SllftL& prodlloed t or ap nt' o l.napaction a 
lot\er datecl Pobi'UI'T 9 1940 tra. Poetu.atar ADOLPH SElD&IISTICUI, 
Indlanapolla, lnd1MI&, ~oh ~-rod tho ill1ecn Ccoopaa,r' ~ latter 
~ u,. h•ndllnl ot ..u. Attached to Poa\ea&\er 5&1DD­
STICIU'a letter wu a COPT at a l ottor troa Firat Aaabtaat ~ 
Oanonl If. 11. IIlilS, Olaal\ini\On, D. C. , in which tba la\tor ototecl 
·~-· ·~- • ott•-- ~d probablT t ind 1\ ta>in_ani .. t to padlO'II< --· - poo. .... • -'fi tor·~- au!~ tho all pou11 lMYial th• lndlenopol1• p08• .. .. .... --

- 4 -
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COilPaDT plan~, but t hat t.har 100.Ud not ..,... t o retaining 
0 

kor to 
tho padlock at tba poot office tor tho purpooa or unlocking tho 
II&J.l whan it wu raoabod ot t ha poot ottico In tho ovoning, Tho 
pootautar pointed out that it tho poot oftica 8l'&ntod thb privllo~ 
to tho Allioon Co.p&ftT it .tgbt ba nacaooary to grant t he otma 
pr1Y1laro to anr n~ar of othor concerns which wollld llltiaotoly 
roou!t 1n .,.ch additional labor to poot office •~ploraaa, 

Ill'. DALTON atotod t hat all -bora or tho plant guard 
!orca ara pro•idod with a credential cord o1a1lar to t hot proYidod 
t.o -.plorooo or tho plant and 1n addit.ion thor have police boclcoo 
iawod br tha Satotr Board of t.ha Citr or Indianapolio. 

A report 1a out.l.ttod b7 each l"lrd at the conciuaion or 
hio tour or d1>t7 Oil a opodal fol'll pi'OYldod b7 tho caepanr. thoro 
Jo ronrardod t.o tba Burow h• ..... ith a cow or ouch • report which 
1o aarkod ~-D 118. Thoro io aloo turniohod to tho Bureau for auch 
1111 eo 1t fUll oarn o copr or tho 1nopoct1on report or wooklr 
appearance report or IIIlard• which 1o aarked A-0 1~. ln addition 
t horo b attached hereto a fol'll aarkad "Poot Au i gnunto• u 
exhibit A-0 66. A-D i7 ia an o!ticionor ratine ohoot br which t ho 
guard& are rated by their ouporior o!ticara, In addition t he reto 
thore 1o attached hereto 0 fJro roport which 0 IIIOlllbor of t.ho plant 
police -ho 1n••• t1rotoo a tiro ... t flll out ~odl•tely attar tho 
1nvaotigat1on. lt ia aarked A-D 19. 

'lbo Bureou' a reCOIIIOlldotlon that a -'llb•r or t he plant 
fiUird !orca acc~ a aotor wban it loO'feo tho plant to bo ahippad 
b7 o1r p1a.aa untU it 1o placed 1n tho cuotodT of tho C'-D carrier 
baa not "- toll.,..d bJ tbo plant. Tho oootor 1a accoapaniod b7 • 
••bor or t.ha ~·ar1n,;: dopartaant 1n addi tlon to tho driver or 
tho truck and bia balpor. 

Ill'. D.U.TOW ototod that a talap/lono COMectlon hao boon 
o&tabliobad between t.ha 't'ario\10 r at a& and tho gato houao which 1o 
t ho patrol aanico baadquartal'tl. 

Ill' OAI-1'011 axpl.dnod to apnt that all railroad locko 
han bean ,..;.. .. ad rr- tho gataa antaring tho plant and Alllo~n t.o 
locka aubatitutad. r.han tho rallrood dodreo ~ h~J~;: ,'; tho 
tho plant Tard tho ill&rd io notified and one o t • t r tho 
guard unlooko tba ~rata 1nopooto tho car • and ... koo .~ no o o hllo 

' t .... the o,.... rMa.in• wi t h w1e Cl"ft • 
""-bar of po....,n, coapo•d-:hacko tho • orow out of tho ford. Tho car 
ther are 1n t.ha rard, an ard longer than tho crow, but when tho 
IU;f pouJ blJ raaaln in tho 1 d a1n br tba l!"ard u to 
car Jo !1nal1r .....,.,od, i:_~• cho~~u':ontonto bo!oro 1t l oa't'Oo tho 
poraona who fUll bo 1n it ou~ ao 
Tard. 

- 5 -
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lo pukacee are Mniecl illto Ule plaat unl. .. e aMOllntecl 
for at Ule reee1Yilll clepert..nt, a..plo,. .. ha•J.nr packapa wiUI 
UIM •et preMnt Ul• t o Ule &"lard at Ule 1ata who ... , 'Ma Ul 
Thh praotioa appl1 .. to paolcacee 'bainl taken wt b7 -.plo,. ... •· 
Vi.ttore oc.1nlf into the plant at Ula otfiaa with pack-.u are not 
alw&Te INbjeot to Ule - UMinatio11, It at,ht depend -'!at 
upon whoa Ulq ..,. 101nr to aoa , ln other wo...Sa 1! Uler ware 
oalliq t o aoa Ula ,-ral Ull&pr or oUiere or i.ha hi«ber ortioiala 
Ule paok ... Ular oarriect aiPt 110t 'ba al&bj eoW to "MinstioJI, ' 

'UUI n.tere,_ to a pile ot oll-aoakecl ahaY!np nat. to 
Ule at.al '-ae ot plant. lllllber two, llr, DA.Ll'OW t.oal< ..-nt to Ul1a 
looatioa where ~t. aoW Ulat Ula plla wu atill at. Ulat. point. 
lt .,..,._Us wu about. t.b.rae ancl ~aU feet h1ch b7 tUt.an 
toat wide . .... DA.Ll'OI -*itW t hat it. wu a c11at.1n.t. -
'baoauaa it a rift aM.lcl at.art. ill Ul- ah&'f1np it at,ht. ...ur 
apraacl to Ula at.eal '--a *lab h.......t oart.ain •t.ariala which wre 
h14IUT exploe1n, and &oh claMp alpt. 'ba oauaacl. He at aW be hacl 
ude .-.-. re 1 dat.iona to h&'fa thia pll• al 1111natecl, boat. it. 
hacl not. 7at. bMn dona, Subaequant.l.7 1 .,.,.t. Mnt.ionecl thia plla ot 
ah&'finp t.o ll.r. IIWIU ancl llr. lJI8IIU atat.acl he hacl orderecl the 
aha•iDca ~eel ancl wondered wh7 hia order• had not bean oberacl. 
ln ... nt.• a pre ... oa ha uad Ula t.alaphona ancl apnt d.iatinct.lT 
heard hill w\Not. .... a.plor-- t.o han Ule ah&'finp r.o.ecl Ulat. 

·- att.anlooft. 
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l u'- paper troa \lw ll&1n o!t1DN ot \M plant 1a no 
lonpr hken \o t.lla cltr d-.p, bllt b bllrned b7 an eooplorea on tba 
pr..t.aa. 

llr. CARL REYIIOJ.DS, oh1et drett....., 1n t.lla qinaarinr 
dapar~t, ata\ed a record 1a kept 1n tba an,ineer1n, dapart..nt 
of all bllla pr1nb which ora balled \o o.p!OJMa, The reoord · 
&howl Ula data Ula bl.lla prin\ ia ~akon Ollt

0 
\o "*'a. it aoe•, and 

th• ~1M U ia bl"'lllCCI\ baak. llo eddUional bllla print 1a lUCia of 
tn7 drawine u oap\ on a 111'it '-n orde~ t.- a paraon wit.ll alltborUT 

375 

w billa auOb an Cll'<ler. Jlo bllla print &Otl fro. one de~t-.:. 
another. A prin\ tor tba uae.blt departaa<l\ wOilld not /lO w tba 
ecrew aaobine "oUoa. Zacll prin\ 1a aarked witb an 1ndicat1oa o! 
t.lla daJ>&I"'--It U 1a 1nt.eadacl tor and 1t it ia 1n anot.ller depe~, 
it 1a tbare tbroucb lli'I'Or. U two or t.11ree batchaa o! t ba .... u""'­
bl are baine...,.. a\ t.lla - tiM and t.lla uoh.inaa are 1n t.lla -
•1o1n1tT, • cloaplioa'- pr1n\ 1a 1anacl and aarked aa a dllpllcata, and 
reoo...s..& tba .... u tbe or1cinal. A uatar ! Ua under lock and kt7 
oontaina t.lla o..S..inala o! all drawinea a\ all t l.Ma. A un 1n oharp 
of \ba o.,. 1n which tba blua pr1n\a are kap\ puaaa Ulaa ollt on 
order 1• tba7 are nlledacl and oharpa til• w the paraon w whoa 
thtT are aiYan. n.a auter !Ua 1n tha 1napaot1on and aateriala con­
trol clapart.aent, aa wall aa otbar da~nh, 1e looked 11p at n1tllt. 
llr. Ul'IIOIJ)8 ata\acl it 1a iapraotioallla w look 11p all prlnb at 
nlah\, bll\ tba\ tba ro ... or oapa 1n • bioh tba7 U7 be l ett are 
looked •P• Ha t'llrtbar ata\acl U wOilld be an iaaMnaa Job \o ohaok 
in all blue pr1nw a\ n11ft\ and reiaaua til• the follotr1na .,rninr. 
A allltloant. pard pat.rol dllrine tba ni.atl\ puNa b7 the ...,.. 1n 
•hiob Ula ~· prima .... ltn. n ... !llrtbar poin\ed Ollt tbat 
- perU .alar -aenaw, Ill'. JOIUI AJJ.Efl, tak .. bl.ua print• between 
•ariou da~a, &Del alaqa pta ,....1ph t or th•. 

U wu polAt.acl Ollt t o .,.nt Ula\ the peraonnel 1n poa1-
t1ou bad .. -- \o -r1-t1al 1ntonaaUon, ara 1n.,.l \iptacl 
witb •'-•\ ~-· 

lllr'. DAL101 a\8\acl tM\ t.lla leoke on tha •tal lool<ara of 
the OIIIIPlo,..a are .,..ohron1Md. Ill' . DALTOII baa a auwr 1<a7 11111ob 
wUl wook a.ll o! tb•· n.a •pl•TN• do no\ uaa their own locka. 
n.. lookara are replarlt inapoo\ed a\ laaat ono• a weak o~ o!taMr 
b7 llr. DAl-10• or .... ...,..,. or hie t oroa . · 

a. .. aUt 1 tire bri,.Ca baa bean oraaniaacl. flo drUla ba•• 
ret baao bald. rov -'lnea or a tire aolwal ba.,. bean bald, a\ 
wh1eh \hoM 1n atttiiOianoa ba.,. Uataned w lao\urea end ba.,. ~~ ab.1ot 
a1.,.n 1natruotlou aa w tbair cl~&tiao 1n oaao of !ira, Tha 
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S.. lerpu~\ llli.J.UII A. 'l'lt:liUa ot \he .,..... ro..... The ina\ruc\ore of \bl tire IOhool IU'I llr, IIIII!Tr T, COl, 4ireo\or ot ldlaoation tor \he Indiana S\ete Fire llarllbel et lndianapoU.e, lndiana, end an 
ottlo.r troa \he lDClllftapol.t.a r ire ,.,...eoUon Bu.reau ot tile Cl\7 ot JnclhupoU.a , Mr. DlL'IOII 1\ehl tlla7 ..,"'""ph\• bolcl'-111 tlra 
clrUb _. a •nUl at\er Ule Mbool wortr hu been co.pl~ecl alone \hat Uno. All tire eqvJ..-nt hu lleen oheoltecl end tOWid \o Ill 1n 
10o4 o.Ner. A book of plan\ nalee end riCI'la\lou bu b.- prepared anc1 a oopr thereof hal Ill an turnl.llhM \o 10oh p1aft\ 41111plor-e. t. 
OOflt1 ot tile nalea 1a a\taabecl hll'l\o Mri<ecl A-D #ll. Mr. DALTOW 
oaUecl a\\ln\lon to \hi tao\ \ha\ \he r ecleral llp1ona,e 1... .,.. 
quotlcl 1n \he bMk of \hie booklet and t he l ut pap thereof 11 
pertora\lcl to Ill all"lcl b7 \he -.plor .. ancl torn ""' ancl rl\a1oecl b7 \he COIIpUII', 1n wh1oh \he eepl•TM ..,...., \o abide b7 \he ooa­
\ln\1 ot \he book. ln """l\1on Ulll'l\o, llr, DlLTOI turnlablcl .,..,, 
dtll a blank cop7 or \he t1nprpr1nt card pr .. on\17 'Kine u11cl br 
\he OOIIf>UT, l\ 1e at\aohecl here\o lUrked A~D #12 . 

r roa \be •"'"• 1\ rill Ill no\ecl \he\ t he .,..,..\ion• -t a1olcl 1.o \be Bureau • • letter wlt.h boa\ .,.,., 11\\h exception ba'YI 
.,_, p&\ ln\o prectlo• b7 \he Allhon &nci~>~~rlnc Ca.p&l\7 D1rlolon ot \he Ceneral llo\orl Cor,pora\lon a\ Speeclwq CU r , lnclhna. 
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Bolo llr. JOIIII DAL'!'OI, ahiaf of plant cuud, into..-d apnt \bat the 
dbtribu.Uon of Nlplo7Ma batw"n plant. one, two, and thrM 
haa b .. n aatariall7 ell qed ainoe the <leta of Arant IIIJIDISOii' a 
report. Thera are approxiaatal7 three h"""-"<1 Olllplo7e .. now 
in plant na.ber one; eix hllndred Olllplo,. .. in plant IIUIIWr two; 
bel.Ya hllndrecl fitt7 aplo,.aa 1n plant nllllber three 1nclud1nr 
otfiaa pereonnal. BetWMn fittaen and t .. nt7 aeplo7~U are 
bainr added deil7, 

8.6. Tba onlT alien eaplo7ecl b7 tba ea.pan, b GBIIE liABI>I, a Fhnch 
aitiaen born 1n llanalll .. , hanca, loY-.ber U, 1903, 'Obo 
entered tba Uni t.ecl Stataa thro\llh the port of Pbil.adalpbia 1n 
Fabn&&rT, l9l2, and wbo applied tor aitiaenahip on llarch u , 
1940, .....S.r ape4ial prorlaio.,. of tba natvallaatioa otatutaa 
u fore~rn hn.band of a citban of the United Stat ... 
It 1a upect.ecl that be will be arant.ecl citisanahip 1n the 
United Stat•• Diatrict c-rt at In41anapolia, 1n about """"• 
1940, Application haa bMn aeda b7 tba Alliaon Caap&QT to tba 
War Depar\Mnt to cont!Jma tha eaplo71Mnt ot thia indiYidu.al, 
PW'nant to neb .-.quaat, the liar Dapartaant requested the 
B~~reau to aonduct an inYaatiration on thio paroon, and the 
Ind.ianapolia field diYiaion 1e the otlic• of or1&1n 1n the 

B.l), 

caaa entitled 0 GIIII JWIIli1 aleo known aa Gene Go Ilardi, Gabrial 
Gena Ilardi, and Gabriela Hoi¢. Altha\llh he doaa not carr7 
the ratiq, liABI>I ia hebnic.U, 1n charp of the tool &rindinr 
dapart.Mat 1n plant nu.ber three. 

Tba COIII>&IIT cont!Jmaa to fiqarprint all allplo,aea o llr o DIUSSD 
upl&ined that ba did DOt care to haY& tba printa ..u.ittad 
throqb t ba IDdianapolia police dapart.ent or t he local obaritt ' • 
otfi• ~· •there 1a too •ob polltica 1n t boaa o!ticN,• 
Jlr, DAL'!'OJI Wo...t apnt that be wu andauorinr to baY& h!BMlf 
....,..iDW a a hr ot tba poliaa ! orca of Speadwq Cit7, Indian., 
and it he wu ncoeael'l&l 1n thh, tinprprint a o.t Mplo,.aa 
~cl be .w.!Uad to the Bllreau t.bJ'oqb the Speadn7 Cit7 
poliM deperlMDt. 
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BAWl! Ill\ (# PI.Aft aJ8IIIU8 

c. 
u. Plan\.....,. \ArM 1e DD\ ret. wrkiq t.o upaol\7, 'l'llo ab1he ot 

wol'laiM .,.. tlllplo,.C - - froa 7 t )0 A .II, t.o 4t 00 P .11. , IIlii anot.Mr 
troa 4100 P,ll , t.o l2t)O A.ll, In t.ba noor tutlll'<l, another ahitt will '" ........ 

c. 
l),a. llr, psm 11\aW that. t.o dot.a no •t.o,.. ~ bowl built. iA pleat. 

......, \hrMJ lwae:w, t.he uee.111.7 _.,e4 iAt.o plant. -'"r t.~tr.e 
oal.7 .,..u e, 1940. l t. 1e upM\H t.ba7 will 1-.d.iat.elr t.unl .. , t.w 
•too... a ...-. 1he eobedoal.e 1e allou.t. tin .too... tta1l.7 aDd lll.U.t.al7 
~ GpMt. t.o ae\ ooat. M\we t.wln aDd ebhM •t.o,.. per dq, 

c. 

c. 

U.h 1A41 .. w iA rer_. .. """-• pl.ut. ......,. u.r.. u eqtdpped w1-. 
tin DieHl -.t- for p!'CMiut.lon ot eleot.J'lc power. Ttl1e ponr 1e 
~ wi\11 t.lle ehot.rlo power ot \be WJenepolte p_. aaol 
w.,llt. CIIIFIIQ'o h\11 _,_ .,.. I&Md t.o,.t.llar aM iA t.lla •ant ot 
t.ba !alliiN of dt.Mr, t.IM ot.llar wlll lUra1eh ftltloieat. potOar. 

22. '!'be -.fut..riJic &:Ill ua•unc of •t.o,.. 1e .....,.1Md iA ~ 
0.22. ot ...,_ ,.....n. All ot t.llla uUY1t.7 llae liMD ••" t.a 
plant. u.r-. TM NMi'fi.aa' ,_ 1a at. t.lle eaet. llld ot t.IM 
pl.d, Wit.ll ret_,.• "pol'\ \11- wae IUalt.t.H a blue print. of 
t.IM pl.• ot plea\ \brMJ ......,.r, t.llere 1a a\\M!Md barot.o a 
-u --.. IMMnc t.ll• ,. =• ud t.b• ...,Udl•r ot plat......., 
\ane, DIU * '•r 1a aart<M A-ll #1), Att.ar \be r• •t.erlala 
- 1J1N t.IM ,_h'i.nc .-U.. _.... t.broqla t.1M ••hi• ~ 
............... t.M7 - ........ perteet.H .. t 1Aall.7 ....... 
t.IM uu .,, .- "' t.IM - _. ot t.IM IMUd'nc· A b1,ll w1n r-

,,~ efetlw t.e tM f ... *1 ... .a: Mle t.be pO ... ol \1M 
"'Ud'•r ....,..t.w •ariau depe : t.a wiAM t.be pl..w, aDd .., .....,. 
bu ~ ..._ pat. 1et.o .UN\ .e...-, ao tlllplope oan ... t.ar -. • 
..... ,, llepartaW'· -. 1a Mt. ,..p1ar17 ..,.W.,M, t.b-, -pt. "T 
.,. .. ,, ,.., ... s .... 
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PIIISICAL DISCJUPTIOII OP PL1J1T 

o. 

D. 

). Plant INIII>er three 1a probabl.T oM o! tho 110at up.-to-dato and thoro11ct>l.T 
tiuproo! pi.Nita in t.ho Unit.ecl Stat.ea . 1t 1o a br ick concr.t.o and 
1tael coDatrucUon, All !loora aro conouta1 outaido' •all• ,...W7 are brick. S001a ot the inaicle •all• aro concreto blocka. The 
root 1e flat and h of concrete eo.,.r..s •lth tar and CJ'&Tel, There 
are no windowo in the plaot. or ottlooJ ~!owner, 1n tho al!lce wall 
where windowa .u,bt. ha.,. bean plaeecl are sldl brleb. 'ftle .,tire 
plant 11 air cond.it.1onecl. 'nlere are !Oilr pant bouaea on th• root 
to take care ot air eondit.lon!ni apparotllo. Plant nwob ... t t.rae 
COYarl all ...... approxiaat.el.T I.U bllnd....s t .. t wi de b7 or... thOiloand 
IMt. lo114, 14 addit.lon t.harato at. tho IOilthwaot cornor al t ho plant. 
11 loeatecl an aAIJolnlne uallor lNlld ln.i! of tho ,.,.. conotruot1on 
u tho plant., Thia ooeond lNlldinr bouea tho toot and tor<;uo '"""· 
'nlore are 11011 ten torque atanda and it 1o pl&Mod ultiaatolr to hc'ro 
twont)'-alx lllcb otando 1n opar aUon. Teat otanda 8J'O obo11t 75 !eot 
hllh with open otocko , 

'ftlo ada1111atrat1Ye ott1co !or all planta haa bean mond 
to pi.Nit .......... three and ocouploa tha opaoe noaroat Tenth Street, 
'nlo ottloo bv.Udinr conalota ot throo tlcor11 tha tirat. and aaoond 
tlooro are ool.alr adaiJiiotrotln ottioea. 'ftlo thi.rd floor hOilooa 
tho oatetoria operated br an Ollt.aicle concern. 

4, Aa ledioatecl aboYe tbo adalniot.rot.lYe ottlcoa ot t ha Alll~~ 
&~ t'QIIP~ liirlalon b- bean IIOYod to plant m>d>ar three. 
14 ..Ut.lon thare .,.. abovt a cloaan aaall ortlcu or to,._,• • claaka 
aaat.t.ored ~ Ule plant. 

D. 
s. Gate "II" op&Da on Tenth Street &J>t! wu uaad durin~ the conotrllct.lon 

of the p1aat. u an e~,..,... and axl.t. tor truoka wlt.b bulld1114 aot.el'­
lela, It 1a not uod at. preaant and 1a l ooked w.lt.b • heiY)' padlock. 
llr, DMISSIIIl lt.at.ecl 1t. 1a plaDned to uae thla l&t.e u &Dtranee tor 
all U..p Olllpl.op .. worldn.l in Ula aaaaooblr dh1a1on and the torque 
end tel\ ...,_ 1 t. the not and ot tho plent, and &lao parllapa u 
antranoe tor o!tioa -.plopu. 

Get. ••• lucie to Coaool Road aouth of tho oitT park •hiob 
rt. n &1 waa u .. d <111rinr t.be co ... truction 

&Cijoina the u..,.QT prop& T• .., lth INll<l.\ni ut.erit.la tNt 11 not 
of Ule plant U eo antranoa tor t.Nckl • • 
,_ Iliad lllld ia lockecl wlt.b a llla'fJ pad.loele. 

o.t.e "())I 1a now llaad bT the U..p a.plorea• · .l!tor paaaiJII 
t.brooilb tiM pte t.ber enter the ebop ot tho ..,..th cloor al Ula plt.llt. 

-12 -
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.lll \nib ~ 1a M\erial. .. \v a\ 0.\a "()O aad *1._ \a \he 
out. dMr ot t.IM plaat. ftllll 1a t.llo ..... ,.... t.o t.llo reae1 'l'1ac -

Oat.a .,. opeu aa T•t.ll St.I'M\ ud .te \he """'*"•• tor 
tllo opv t.raok or t.IM I aad 0 laUroo<l. 

Ga\a •Qtt ll.u ltoon •t. 1a t.llo w1ro !- awo ro!orenoo 
report. waa 41ot.a\44, It. 1a uo4 'It¥ all 'liait.on ellt.ol'1ar t be 

sr-iM•· n.., - t.llo droalu *i'lo aad 4oport. at. t.bo ot.llar enol 
ot tbe dri n , aloo oa T...U. St.reot. . Tloo ~'lo-!oot. pt.oo aro at. 
\hlo ent...- aad uit. aad ,..,.U .,.. on.,,, at all t.1aoo......, t.11a 
ptaa .,.. opon, A\ pnMDt. o!tioo o.plo,... l ill•1ao entor t.llroqll 
Oat.a •Q• aad ent.or t.ho ottioo bu.lldiar t.llroiiCfl \he ..U door at. tllo 
..... on4 ot oai.d boail4linl iAOt.aad ot p iq 1a t.hro-.11 t.ho aa1n door 
wbiob 1a tor 'liait.ora oalT· 

.lut. out. ot t.llo rtait.ora alt. 1a anot.llor ..U p \a IIU'I<o4 

• a• lllliah 1a tor ....,..,.. aolal.J ot oppll • aah tor -.J,o,_t., 1o \ 

pi"'OODt. t.ll- applioan\a 10 d.1.root.lr t.o t.bo -.:>!OJIO"'t. ott1ao door 
toh1ab 1a 1a t.ba out. oDd ot t.be ottioo lNllda,. llowwor, a ..U 
lNll4iac 1a in ....,... ot -t.na\iaa ....,. t.bo a.pla,_t. pt.o ... aad 

all applioat.iona wUl be rMObo4 t.horo and oDlJ t.boao 'OhD oro -
a1Mro4 lor t.ecl1at.o -..loJMnt. wUl paaa on \a t.llo -.plo71MD\ ottiao 
at. t.ho _.t. claw ot \lao o!!ioo '*114a,. 

- l ) -
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In ..UUCIIl, .._ ot tho ottioo ....UI"• park thail" ..... 
on Woo\ TMtll SU.ot, Mar tho ottt .. eab"..-J a.nc1 - ot tho ahep 
""'Pl4TM• park tlloil" oan OD Cr.,. Av-•, ,. ... Cato •o•. 

10. 1'11• ~ _. t.brM U..oka, Pa~ ... ODe "" ~t dlat7 o.D4 U.. 
other tw .... perked inalde tho rou1Y1n& ,._ on U!o eut. aid• ot 
U.. plant ...... DOt. 1ft uae bJ I ;•1117 OIIIP14JMO. 

D. 
11. J. catot.orla bu been oJ*Md Oil tho thil"d noor of t.ha orn .. lnlil4-

t.,. It 1a opvat..a bJ outalu 1A41 Yicloaalo . J.ll catot.arla e.plo,.._ 
ant.er thro._, tho Ybiton' pto o.D4 thon flO lllto tho bu1U1nc ~ 
U!o ott1co -.plo,..o' ea\raDM at tbo ... t aida ot t ho ottice blllld­
iq anot walk 11p two ni#lw ot otail"o . 'lllo7 do DOt ro t.llr<lqb aDT 
part ot t.ha ott1M or taot.oJ'T. Two 011to1do paroou ha.,. paraiaalon 
to oparato lU411 tNoka whioh U!o7 pll8h b7 hand '"""""' nriou 
aialoo ot tho obop ~ OUidldaheo, oanq, oott dri.ab, ot.a , , 
to ahep ~. Til- two ,......,. ao well ao oatotorla -..loJMO 
.... Pl'"icloot with dioUnct.hw colored poaaoo. Thor~ &1"1 aopanto 
untod.oo aDd tollot ,_. -·tad with lobo catot.arta, l.b• ottt .. , 
t wo 1ft U.. •*'" ebop and ODe 1n t.bo ,...,.,17 ,.__ lo ""'Pl41"• 
ob...U .. •toide t.hail" ~t to roaob l nator)' or toUot. 

-U-
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'· 

'· 10. llhell tbe ... !ni.VaUn otti&e wu -eel \o pl&nt ......,. three a 
roooa oo Ule ......a floor ot eaicl plaat ... •t uicle u ottiei&l. -.u 
and otfiM l1iPPll ,_. WTI I UM P. SiTfU b ill obarp ot tJ1b ,_, 
1be handlla, ot U.. ll&1l bu bMa liuul.becl in ...r- nM report. . 

i. 
11. 

I. 
1$. 

I. 
17. 

•• lB. 

1be ....,pouibWt7 ot Ule or..,._, •- ...... tb• M\or h t.......S 
OY&J' \o a - earri v . U....U, &bi,....t 1o on Oon..,_,t bill 
or llllliq. Urea ., -..,....7 aut•, Ule •tor 1e &hipped b7 &11'­
pi.&M, ill • hi&b ..,_ it i .e \&lru \o Ule air ti&ld in an .UUaon 
tl'\lck b7 a d.ri'IV and Ilia ...Uta~~\ , abo aeoaep&Aiect 117 toro u-.bq 
deputMn\ -.. the M\or 1a nat baDd for ebi~ liT air. llo 
lll•rcla ...... &DT n t o Ule air ti&ld. llo\ore wbiob .... ahi pped liT 
train an boucl, lA - ina\.,.... Ule rail roeda ba•• a pi ck up 
MniGe in •llioh nan\ Ule M\or 1e arned onr \o the rillrcecl 
OOIIp&liT eaplo71e• at Ule AllitOA plant. 1n oUiar 1natanaaa, the 
baud M\ora an tai<IID ~ .uu- tn&k to the t·re1pt depot and Wrlled 
ner \o Ule r&1lroad -.ploT"• thue. 11o parcla ac~ U.. M\or 
\o Ule nll•ud depot. 

1be baUer rMII 1a - b....,.... per _, t 1,..,._t . It bu ~ 
n-a Ule walla are ot cu r•te bloel!e, Ule celliJ\r 1o concre\o 
nUl .~ --· au ia •-" tor tiMl, euppliecl rr- c1t7 ,.. uino. 
!tie bollor bu t.ldr\s-fin J>MI'IIIa proNU1'I with a url- ot tortT­
tin pollllll.a. 'ftle bollor 1e ,.... tv hoatiq Ule oU f or the ....tore 
and tor heati~ U.. air 1A tbe M\on and &leo tor \be \orqu atande • 

_,.,_ 
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'· ao ... W 1 u· •\erlW • ~- .... n.rM. u.. plM\ 
iJI Me W 1a \lie plan\ "'all .. tal• 

I. 
21 . c- ........ -' pend.\\ad 1a u. plaa\ . 

I . 
22. Alnhu .. - •t. MlA • u.. ,.....,._ •. 

I . 
:u. 1M e\oel 1a 1a ........ uu-. 

I . 
24. .. tU. IIMIII ... _.. t ...... 

I . 
25. tile pat'•r _.. •spps., r.- b ..U... ett troa \be r-.inMr ot 

t.be plut. ... ~ 1IU 1a ..... &...U\ieo~, .. huaft wu DO\M 
1D -uoa \11-.1\11, 

&. 
26 ... ..._e\illle akr1al. .. •'-"" 1D \be,..... er MOll'\ ot plM\ ....... ~. 

I . 
~ • OilT -'- _. )llMM 1D ,.... -'el ... _... eoll\a1D ..... 

I . 
29. ott1•-'-.,.,. s.--- .... p , •• ..u,. 

I, 
JO, .. .,. t,...-~ ~ .... 88\1 ..... 

I . 
)l, ........... or eU..r ..-..utillle •Mriel wu •t.1..,. eloee \e ete• 

pipee, -'•• 

'· )), '11M roete .... 1a ,...ran ~u-. 
I . 
)4, ,.. ,... s. - ... Ule ,_ .,.,.., .-••• rill ... 1MpM\M 

,.._-.'erlF ~ Ullll I I 5 IBIF wtd··- -. 

•• 
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..na1a -... •• u t.ho torqu ReAd, pal.at ollop, eta . 

il. 
)6. 1bo pla~~t rooor<S. are in Mto.l f1roproot cabinah. 

i . 
)7. lftd1Yi.dual Mtal l.ookon aro p!'O'Iidool tor o,..Uo.roeo . llr. DAL'!'OII 

bao a .. tor ko.r to aU or \baa, 

I. 
42 . thoro aro a t• tiro clooro 1n pl&ll\ ....._ throe o.lt.hoqh th1o ~ 

1a ot fireproof cooatNcti OCl, 1bo dooro oporotod aatiat actorily. 

'· 45. In tho put 11011t.h or oo !ov olll&ll !1roo han ocaurrod at ono or 
two ol tho uolliau -...... ...,aoaiu utori&l wao boina Cllt . Tllo 
aa,noai• .tlipo Ulll cl~~o~t accu.latod at t.ho lioN ot tho •acbi.aeo 

I . 

and 1n Mrlaia roooaaoa t.horool Ulll o aparlr r,... a outtiq tool 
.... od tbio to ipih, 1n oal.r o• inotanoo wao Ollf' ct_,. do.-, 
ODd \bat o_,. wu 1111\ ~t. It wa uplailllld to apnt \bat 110 
-laat ua bo lleod 1n Ulo •tU.. of .._.11• l oot an uplooi011 
roRl.t, s - d1tt1CIIIlt.r baa boon toUIId in clot~ninc wllot \JPO or 
nll.npla• wu Mot tor MP•1• tiroo. U woo atotod to ape\ 
Ulat 1o.tte wu Uiod but J!r"od l.nottootin. Sand clid pat t lto tiro 
.. , MUotMieril.r, wt ...... ....t M aaod in t.ha ..... ,. Mop tor 
tau ot ,.tU.. 1t 111M ~o ••t• or 1Ato tllo eftClno• bo1nr wortrod 
oe. U Ulo MJ '• C1pe aro M\ pUod teo b.l,cll, CO, 1a an ......U•t 
~ w\ 1t tlte tiro 1a 1a a ....... or Ulo uabi.Da, it 1a 
clittiooolt t.',..... ..,.. 11aru wiUI a tl- boat. A N po.rato NJIOri 
on u. ... tiroa 1a lloiac _. liT Ulia ...,.,, Sinaa tboao t 1roo occnarrod 
aMI\ ualtlDe -~ 011 aater1o.l wbiall aon\aino ..,..eai• 1o cleaned 
aiiMt onao aa 11ouo or otter o..a. .,..a\1nn. 1bo -~aUno ol 
MpHita .t~tpo ..,.. ... , 1a lmoollad r..- t.ho unbillll and an -.plo.roe 
1o oa,PM1al.l..r &liar,.. wit.h piJII ,.._ IIIUII1ne to Mnbino to pial< "P 
t.hia Ill •hUOII uo1 p1aoo 1t 1n .-to.l OOYwod oontaillllro v.n\U 
woe1ac *• 1t b \ai<Oil te a aooled bin .,.\aida t.ho plant to bo ho.lcl 
1111\U ..U. 

46 • .,.., , ...... -u.r .... oalod ........ 

- 17 -
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'· 47. !1\--• elen'-e Sa U.S. Wildt .. , 1M·~ *at\ 18 u. .... 

'· "· and 54. J.o npl•''"" el....,.,.. Sa t.llu report, a tire bripM hu 

i, 

"MM orpniMd, tire ocboolo are M1.nr held, and dl'lllo are ~ lov 
__ • .,. .... Sa UM aear raw.... 

"· !1\- - ~ tift lll*u'- oa tbe ;a: do of plmt .....,. t.hi'M, 
and .U. ~Sa \1>8 ,.u,os.,,. tor opriJIIIlar -.u-. n.. 

&, 

I Jl ... llu 1\o- •t.er q- and 1\o- .S..p ..Uo and U 
plorvdll& oa .....U.., a_.._.- tor loet\or and .," oou\oa\. 

pn••••· 
64, la ..UU. ie * ....,., •• .-r- t or Ollplor ... and rlai~ro 
p~ ..U..C Sa UIU Npor\, tbore u • ooouioaal ai\ 
... ...,. -u ......... .., .... ·- - \he 1n.l1de Sa - <4 pur, lila\ -" 1oe .,..... rna \M CMahld•. 

&. 
69, TM •ehi"'T Uld eca-J,~\. <4 U.• plaat 1o n• and ill tho bM\ 

...uu-,..~. 

-u-
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IJCloatDia !0 IOIWh 
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• ! I ase 

w.o. 0.\o T • ~li'PiaN-r 
0 al ......... 
o a1-... c .. p_ll• 
Alli- ..,.. 9 lll'inc Cc 6 .. llllrb1on 
'-t om.oe a. 8')4 
I nd" •=pe11 .. 1 =M•= 

lll&r liP. las a 

..,..._ 1a _. \o 11f1 ~wr da\ed 36o 
19)9, -a«n'UU ...... llbl..ta 1\ - ,.lt WIA1d be , ~ 1D 
)11"'SCU.. .,_ plut. 'fM I ... U_ ~ 1D Mq 

1s'*- !lp9\l .. ~ \o l'lMk ... 1 ... llo. 2. 1t be1Jic t.. 
poadlal8 \o ..0 • •~ ..,._ til l'2aat Uo. 3 at. \be U.. 
tbe ar!linal plMt -1-W 

3 tMe«e 1 D .,_ .. ol tM Ao\ 
the.\ p1u\ - .UU ......, wale: •Uon. 

..... vp:?ll? _... wp ~t.al _, ~ ... ot 
tbe - 11 

._. ~ Jo. 3 110' a Sjlw1&l ~ ot tills U..U, 
u. ,., .... e41l1t1-'- \1-- be1ft8 ..t. taftll 
I U 1' .. PI II f 1LJW 'l2tieb 1\ i s ~ 'ldll be ot ...:a.. 1n s-­
tu?? .. *' ply\. n.u. tw.:a. tne to ell-• ~ ,._.. 

' .. _ "' pq wUil tile I ; ' •' AceD\..., cfsiU.,., thla 

~·- .. ,..,.. 
n - _... t~~at. 111 ..uu- w \be nc ' "" pJaa\ 

~ ~ • .,_ tMd .,..,.. • .S.alt \be $llaiK ~ 
a\ .aa tUe u.,. • 1 J,r .-tn 111 \1M ~ tw -1 bows. 
n- ..... *' 1lbUe u- ,., _ are .hnl.ellelllll.• ~­
A•"- '1st ta t U.,. - -' ahn",r ...-.ue« Mil - au sa 
1a all ... -·· Ia We _\1.._ 1\ u nraes\ed \Ia\ u.. 
111!11,S-h lis tlmcq w; il...S b¥ 3 

1 a til \lie ~ pol1oa 
t.w alai \Ia .tln tue tha;r are • \be ~ PI ; -.. 
'~~lair 0 Jt .. WMl.r ..wl...S ot UIS I'SCI~ to ••-J..r 
r.u. _.. I'Qlaa Mil rttcul&Uotw 111• ntw ss te \bilr -
--. al\llia U. ~ , a;o-v. dalll pJS- abotlM 11ft be 
ell s4 ........ aztl ~ wtlle 
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I t. ._. obMI'ftCI U..t. t.he /ll.ult. 1a not lloodlig)lted 
at n1cht . It. b ~ thlot. Rttiol.ont n-lll.&ht.e be 
l nat.aUud to adeq~at.el,y U .llllii.N.tG dl u.,... ot the pl.u!t ~..,1 , 
No J\]&1\t"""' abollld be ~t\ clul<enoct to auch an extAnt Uat tre 
t dontJ. t ,y ot aey peraan troa!)llnlnr, ooW.d not ,.,..clil;r and ol G&rl,y 
bo ~era1necl. 

I t-. det.end.J>od by tho ·'~ .~t oonduct.l.n,; U. 
a-.-y tbat. ....,.., ,.,. an &1rpl&no aotor I.e ah1.p,Jeel tr... t: .e p1aat. 
by alrplane Or by n Lllr ••-"'. all eaplOJM of tho plan~ !;\&I'd f ­
dooa not. ~ t.bo liiOt<r !'n>: t.r.o ;>llurt. to tJ• J ndi&n;l;>alia, 
i~, &irpar1. or n U.road 0:-alf(ht Jr,>ol.. ln thl.a oo•••-'-i an, 
l t. t. orua:•.t.ed tl ... t a - bcr of U.. >lil.nt ..,...,.u ! orce """CXli-WV 
t.'>o ahlJX~ei~t. tree lob<! ;>l.u!t to L•• al r 1>ort ur r.C.lrcnd O'eight 
do;>ot., £ncl ...,.....n 1Clt.h H. oonotanU y ...ttl it u ..w.-t l.n t1>e 
Cu.'ltod,y ol tho OO<lDCn OiUTior, 

T~; ueot r . " lll.rOu ... rv not.od i n t.lte plant. 
oar.....,.t.or room. Tho fllc t tiiQt. such ..1 oaaJ U o ore..IA!d a t>0<1sibll! 
N.ro hlocard ln thl.t room na coJ.loct to t.lw "'t 1.c.ntlo."' of "'"' ohlet 
plant. ol ootrl oi&n 1l!>o e taV.:d tJ"'t. thellltJ tr\.rcB wou.l.J llo !"WO'"cd 
,l.,.,edlat.el,y &1'1<1 properl,y ! nt1to.llcd oloot.rl o Wl.reo, ootlct.a, :and 
ot.hcl' fixture• w 'bet.l t.ut.ed, 

llQ I eu.;c .. t tJ: .. t. '""' JJ.ec .. •u t.ho """"e ~ 
Uone in dot&l.l. wtt.b tJ>e " - &1 .. ,.. t 1lho <!<>Lvcr• tbh \etl.<:r, 
and thil'- .,.,. pre.nt. to hill '"11'1 ,. .. .,ttar .. ""teh r:ta:; .rise w!.t.h 
...r_...._ \o U. rea IIIM•4.. t..1.cJiw, c:r r.:, .rcL.,. .rv· other :n:..Tr--ut.1-.ne 
11b1cb yrJU -.;r bl'"' for U.. t lll"tlwor ~t.ion at ;,0\IT .,lant, 

• abaruld .UO UP to t.&io. • th.l& Oj)I)QI"tunl. to;> to & ·..S.n 
~ Uw.t you t eal r.... at arct U:JIII to co-.r.unioate ctt.hor wtt.h 
,.. ar W1th U.. Incl1.anolpolla, lnd.!Auv., r iold J trioe of tlll.e ~ 
with TCI~ to ;>lant "'"*T Ntt.ors, 

. •t noerol,y Y'>llTB , 
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June 10, 1940 

The Honorable 
The Seeret&r7 of the Treuuey 
w ... ldngton, D. c. 

I am transmitting herewith, u of 
poesible interest, a cow of a atat ... t 
dated June 8, 1940, containi.ng intOI'Ill&tion 
with regard to the purchase of aviation 
guolina b7 a Japanese COllpanJ", allegedlT 
!or use b7 the Japanese naV7. 

Sincerely TOUre, 

II l 

cj· ~ -....,........~.o ~ 

Inclosure 

3SO 
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JOHH EOOAflt HOOVCflt 
OI"CCTOft 

~rltrrttl ilurrau of fnutotign tion 

llnitrb lttalt'l Drpa rhnrnt of Jnolirr 

maol)ington, D. tt . 

.... •• 1940 

"M''WJM 

I• ( 

W, I. Lo~&, tu lato'v, SMrritt Jla.Ud'"'«• X.... 
CJ.tT1 llbaour1, wu cGDt....WC .......&}7 1o- ooe ill~\ o1 
\he lieu 0U ec.piiiT, Dw:l.&bt. .... nd!~, .W.... Cit.)r, Kiaaou.ri, 
apan ..td• o....-1ca LocaD wu u loe4 to act 1a the c.pacltT 
ol brollw t..- Use .ale ol one a1lllcm rallona ot arletloa 
,..ollM a -u., O'I'V a \wl.T-h perl ocl, to t.he 
fai1o Se ~ laUha ec.piiQ', t oqo, a J~-" oorpcraUca. 
It ... 1Ddioated \bat thla cucJ.J.De 1a d .. tiaed tor ,. .. bT 
the ,tepeuu ,_., ...s, acOOl'diD,f to aTal.l.lble l.afo,.,.uoa, 
M fl0\1at.1- - beloc ettecW tar a w.l.Te non+!• periocl, 
u l..ndioa\ed a"-, w1U. an option tor a -Tear rao.U. 

1\ b NpOr\ed \bat two r.preHI\tetl ... • ot the 
aboft o...t oarporat.ion arr1Ted 111 Calitomia troa ~~ 
llbola\ - ..U. .,o, at 'llbilb t1.M tllq oont.aoted att....,. 
IIU\on CalMa, tat\ llottJdt"', Loa ...,_l .. , with r.,vd to 
U.eir ettona to paroba.H ,..oUM. Cohen arranrect tor 
JleiOtlaU- t.a- tbeM re,III'M•tatlTN 1.1111 t.ha a ... 
Oil Ca~~piQ', ol lauu Cl\To Bl.odlw\t, of the a ... OU 
Ca~~piQ', perf..W azz.,._n\a 11bereb)' ~ -:1.4 
an.ce \o parollua t.ba clea1J'ed ,aacl' M troa other oU 
I J 1M 1a \lila ~ted 3\a\ .. , ~ bu ~ OQDo 
\MWd acp uoda\iYW& fill tba Olllt OU CoapaiQ' alliS tba 
"''n'pa Mrol- C..,IIQ', MiD&- 1D a poa1tica to .. .,.uat.a a tiDal ..uut tor hnd&i.D& the daaired 
__. of ,. .. ,. u - u tbe W9 JapcMM r-ep..­
noda\1- &l'rift 1D '--'t C1\T, 111aeollri, tar the~ 
poe& fill ol•tn& \he IIMl. 

lila \w ,tapm 11 re,III'M•taU'fM 1a q~>aetion are - y_.,.. •• aa4 Slljlllat.IIU&ki. tbtaa 1Dd1T1dual.a -· on.,_. 6
1 

1940, .WJIPilll at \ba 'IIUU• p.,.. Hotel ill 
Pit.Ubvp, ~lnnla, pre•r·bl.T t or the JIW'PO&• of 
e..rarrla& w1U.- a-le, baed ot tba aport d1T1a1oo 
ot \lila Olllt ou c- J IV'. al\IIOqb t.bllr ..... aobadl>led to 
_, LoiU'iD X..u CiQ' on t.ba lea\ ~ioned date. 

Regraded Unclassified



-a-

We , ..................... ~_, 
.. - ot fwl7 Po •Jt.o RIF IM U. W. hJ ...... 

·••- ia Phtoilalto, P.-.r1Wa1a. •-. 6.1M. :z... 
ta ,._ - \e ... , u:-, - ..... ot a.l\e s. .. ~ 

.... Ida tllk7 ....... -- .,,., II¥_.. 
J.sssss .. =··· .......... ,. ................... 1a 
-.1"='~ ...... , , , .. ,..,a... ... ~"' 
ant'+'• Ww "•• .toe- p·tt 1111 .. eMJ\l•o' ..._ 
liS •• , .. _,.. a. a,. w... c ....... al, .... lilt -
ell 0 DT • .., ....... \1111 'If II iCDW \ eeellJ' 

pu ' 1 pnll• ,.,. Uo .-, Ull # Ute ftla ot aUld 
_. c a •· 
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a 1o r ; rW \M$ ..... \las. ...,_ 1a .__.., tic 
JIB uM wU1 M eMJJ ' tw. .._ Nls-ioo Ill \lilt ..... 

rtt , .U I 5 '" 1a tic ldW ..... \o I Q ' ... 
,._, ia \-* _., -' *1rll ~ " wU1 M .. 1a *-• -.1..._ ps'rt .. , _. dmdl .. tor ..... .- •"": t \e 
...... ......... Ill ...... , .......... ..uw 
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June ll, 1940 

Strtctl u Personal and Conrt den ttql 

Honorable Henru Jlorgen thau, Jr. 
Secretaru of the Treaauru 
raah tngton, D. c. 
Dear J/r . Secretar y: 

I aa tnclostng here~tth a copu of a 

htghliJ conftdenttal report oovertng an tntervie~ 

wtth one of the highest reprountattvu of tho 

German Government tn the United States. Its con-

tents, I thought, might be of interest to you . 

Sincerely flOUrs, 

.?t.4 c a • &,.A,.. 

Inclosure 
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Julio ll, 1940 

u 81• 6 UROW.Y UTQAliQI 

r ho u~ fio~ hod ooOGofo" iodGv t o o hoct '" ~ fth ll f a OorsaA ao¥~•• 0/ 
ln/ o'I'IIWtfon, IDhoa '"' 10111 doofgllelto oa Jl~. A th~oughoui t hla ~•po~t. fllo 

toot pl400 Gbout Gn htu~ o.tt•~ P~oah~ .1/uoaol fnf ' • c!,ool4~oifn of t14~ 

England ond Franoo. 2'llo ~~ftor not i c e d thot .u~. A df d not ho uo t hat 

air of eol/• CO"/Idonoo Gnd Ntul'lllloo ho hod on p ro11foua ooooa tona . no 

acto~od t o bo ior~iblJI dopr .. ood o ltd a O..Nhot nor11oua • 

.1/r. A oalrod aur 1/ I hod h oard MUoaol fn f '• opoech. I t old u a I 11o4 

bu t i ho i I 1\114 a or olJI gl 4 11004 o t tho hoo4• Hnu 0/ ".l:Z'traa" M t ho 

.u~. A aaf d f i 4ppo4~od t h4i Il Duco hod booton our Proaldont to tho 

.11D bv a otfno Il ia a oamtoua dooloratiOis. Jl~. A t .. odlaio1JI o:tp~oaaod Mo 

dup foaling '" iho u-tiu ~hen Ito a a l d ho ~•• oor~v thot I141v '• doolara• 

•I ~•~ oGaO a'l 'title tfao, oa ho lolt fi ~.uld fu~thor otlaulaio olltf• 

lch / oaHrtg fa t-lo ooUIIirl/1 and oloo t hat thoro .,.. g rove p ouUUUI/ •I 
crlotu oo"/11•'*- Ia 'tho .e.Jtuo. Bo a dded, II01D o11or, t hot tlloeo ob~oad 

111 a botior p .. ltioll to Judge ihfo t llon ho. Bpoa t fng / or ll faool/, J/1'. A 

hod aa"JI goH Aaor fOG" /~f tll'l4o llo~o, one! thla ol tuotf oll 

l onlv 1H4 -to ••~• bftio~ /IOlf"O oaong t lloaJ thai In li l a poaHhll fi 

aato ft ao~o 4f//foult jWr Ilia. 

In '" uolloago 0/ op f"hu ~olatfu• to tho pr u oni d~ fuo 011 Po~ fa, _ 

A told t ho ~fie~ llo ••p ootod P~ Ia t o bo fn tho hon4o 0/ tho Oort10110 

the ond 0/ -et~ lo wet, ond that tho norl d o/ o110o l fno / Or Oonera l FOI/(IG11d• 

If he con ifiiMOa, ~Ul ho iiO t o bo t~o• tho I ic.1 f an Al p • to eout/1 O/ tho 

ru1111f"g io tllo JBglloll C/lonnol. Shoul d Oono~al r ovgond docfdt to 

thft a o lifo lGot ot011d 0/ d t/tnae fll bthol/ •I I'J'tsJ1cl, he ~Ul holll 
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up tile en·Ure Jlog Cnoi Une. Jtr. A ~ ru110ll11 do .. 110i ill tnt title 

happen] illoi o.f'ter 'tile /all O/ PArlo• mll loll. oJior all, 00 11o pu'lo '*• 
t ho uor 11 heArt ~ t ile ~11011 people• 'lite IPonoll mill 110t llouo tile op trli 

r eoletoM o, o op ooiall11 nn tllot t lle11 trill llouo u 

• "'"'''"" tllolr f rontier odJolnlng Italll• .SIIould t llo Oei'IIOIIO be ouoo .. olul 111 

t r eol'IIIO t ll r ougll til lo lAet d«Jenoo lroa tho Iial1011 Al po to tile CIIAnul, 

then o" tlle11 ezpeoi uer11 little oppoottton I n oonquorlng tllo rQQIIIder 

of Tra nce . Jtr. A eald tllot title mould be li la d oduoilo11 and lllo pel' I r al 

op inion onl111 oo llo moo not a aUUor11 ozp ort. f'lllo liiiGo aord11 o du loo 

lutn to li la bl! lllo Jfl lltor11 Att aollo. 

2'11• IDI'Uer oetocl Jfr . A f or ll le op in ion r dotluo to tllo loodorolllp •I 
neral l'e iJqo nd io dote. Ho rep llod illot '"' tllougllt tho Oenorcal 110e ,,., 

Trone•'• groAt .. t allUArl/ etroteg leto and ooa.nondol'e, ond tllot II /'l'onoe 

not 10111 •Cth IIC•• will llod o'lrenq'tlloncrd tho aor4le of tile Tr'onoll 111'111/ 

ullr, boon t a.t.,.ed bl/ Oenor4l Foell), tho11 oollld not &: In u10dor a lii/OliO oloo. 

A od4ell tllot he felt ille Fronoll polltlolano ozpootod too 11uoll froa 

ero.l l'el/gond, wllo llod 11et be on o olloflod In tllo up- to-do to • •dorn t."'I'IOI'O 

le bel11g oo11ctu•d bl/ tile Oeraon ll l gll ooMOnd. In tllla r upoot, ll o 

It a l gllt /laue been bett•r f •r til• Fronoll ll lgll ooac4nd .,. pollt l olaiiO 

~.c 11o ooleotecl A 1/RfiQer ..,. loor:~od In aero/lOll lood IDOl' faro. JJr. A r ..ol'kod 

he d id 110t e lo/1 w be alound.,.otoodJ tllot llo hod tile g roatoet odalr~~tloa 

011 d tllot llo .,.. e ur o tile Oortaan 0011oral Stoll h..,o 

It le llglliCng 0 ,.., And o leodor o.f o n ara11 .,llo lloo bu n u le_,ecl br 
people ~ FI'GIIoe •• g lue ihoa o utotor 11 oJior iller torrlblo de/ ellt euo-

lntd 11 11 't1loa .. •11• bottlo/1 oldo of Tlandei'Oo J/r . A rmal'kod al., tllai 

11'onell ooldl er lo ., br~~ue 110 tllov caao ond o iorrtf lc l lglltol' on tllo 

• 
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bui i hoi o grooi oho~o• aCght ooao ouor lila ~or tho ldool 

li/O fo oo~qu.rod (f~ thfo oooo, P~to), and t ho toa~raae~t o/ tko 

peopl e aov or•t• •~ C11iornGI ottuoUo11 IDIItoA aov lNd to 0 rovd~t­

Th~ a go tn, t ho Iiallo11 •~iroAco C11to tho ~r, together •Cth tAo 

fGll O/ Porto oAorillf, aav bo the oouoo O/ tho Fronoh throiD illg up 

ha1u1a a lld oavtng1 "rho• '• tho uoo? ". 

111'• A aa l d he ulldoro•ucl thot Jluoaolllll O//orod poGCI p rop ooalo to 

IC!I toll li'OUld toto Cll o o1'io Cn nortllor11 A/1'1oGn ooncooeCono, Corotoo 

0 11 0 or 1¥0 odjacont p r ovCr1ooa to t llo Nol C011 bo,.clo,., I• Gdd H Con to .... 

l tthe1' "'"o" roquooto. 

Tho l:r'lto ,. t llo11 aolrod1 11011> o t noo Itol11 /lad jollied IDlth Oor'r&4nf11 lthot 

1 JJr . A tllt~lr Ruoda li'OUl d do e Ao ototod In p1'eutouo reporto1 he roue,... 

bu eaul11g t h oro 1000 little Ruoolo WDuld or o oul d do ,,. a aUCtarv 10011 

t ar 01 Ooi"'IIll lf-. oolloorllldo 3tolf~ hoi a definite u11dorotand l11g G~d 

hrlrolf fo oonoornod, a 11 d ll lo (Stolen '•) lllj'l uc• oo rdth 

11Cght preuai tllo hrb froa a 1111 d Cr eot oonte.plotod attock t hr ough 

!JoUano or Oo~WM¥• f'AII; O/ oouroo, oooord l~g to Jlr. A, coul d liO't bo 

Should rurk•ll• Oroooo or J'Ugoelauto ah04D anv aiHtollt • I on• 
'• r>O irr•t Iiollf, tholf •uld Cllu bo ooooptod bfl the Oorao11 h i gh ocm11011d 01 

ogolu• o,,...,.11• .llt tAll oellllorihll1 tAo nololl llao a •oro ,,. looo 

Ito Wldorotandt11g •U• • ....,.,., eungor 11 and poul bl fl IUgollavCa to give 

t ho rfgllt •I -~~ illrougA thooo roopoote uo oou.,trloo • Hh llo1' aobUo 

AgaCll c~ tlllo oon~tootlon, }lr. A oald t horo 11100 uor11 

llhllllud that t llou oo&U~trho roould o h0111 Olll/ hoatUo ottliudo 

OI!Urde Oeracanll a.ftor •llot llappo11 od 111 Pdond, //oriDOIJ on d tho lolll oountrfu. 
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Jlr• .t Gdut•ed tile . ,., .. ,,. theat /luu lo hea d r"tqu.,ted on e:rcllonge of 0 -

aadorl ~ltll MU•••llnl. Tille took plooe veate,.dov, GJ1or t he two oow.­

l ea hea d bun toltllout r"ep r"nentothn all tilt. tl11eo Jlr"o .4 bdleued t hie 

accoapH•h•d bV uen R lbbentr'op , a nd thai t he la·u,,. a uet be gh'" tile 

t f or' t he ee·Uled b oundo r v d lepl.li., bet10een Japan 011d s uulo. Tile 

<lra.,lng h ie conclzaione / t'O II lila oonller"•athn 10ltll Jlr' • .41 le 0/ t he 

tllot /lzaelo OJtd J a pan o r"e • till •oet / ,. l tmdl v to t ile I:: l ch . Tile 

thai in a r"eoent loeue O/ tile aueel011 official ergo.,, "Toea," 

not iced tllot t llot pope,. had token Itolv to took In sone of I t• ed ltorlolo. 

t hl o Jlr . A r'lp l ledt '"Thle1 t o •v 11lnd1 I• / Oro CZioke ICr'UII efteot. " 

Tho .,,.Iter' then tu r'ned the conv•r'ICJthn to the auo/1 diBouaud lnw• 

of &nglOIId bV Oei"'ICJJI tr"oop•, "'II loll he thought woe on ol11oet phv• I co l 

Jlr'o ..& etated that f rr• o laVJIOn ' • p elnt O/ viR> alone ( ,.,_ 

OMI oplni.-.) 1 If euclt on ln1141 hn 10ere te tolre place, It 

•••• • ta ultCII eeuelv to e ue,.v port o,/ tile Bretle/1 Idu . He 

thot1 of ,,.,,.,,, he knR nothing 0/ •hat t il e Oei"'IIn h i gh •-ncl • lgllt 

dlr"eotlen. 8 1 cont inued bV eovlng t~4t If tile French 

be oonquer"ed, the tii 'Ci r"e Oei"'IIII aUitarv etr"engtll con be dlreoted 

lflletller" t il II .,ul euer ooae to pou , he u ld, '' 

pr"o blei!IOtlnl. HOtl1111tJr1 e llould til II ooour", it ' ' aoo t l l ~elv t hat 

Orltll/1 qouer~ent algllt ae111 to Canodoo Thlo would aeon that our' 

•ou.ntr• u &oould lnhlr'lt por't of tilt aoor' In our 0111n boolr l/O r'do 

The ~erUtr' o•lr•ll J/r'• "' V 111 tlleugllt tile Oer"DAII •tlHor v aoclllne had 

Intent! 111 •lf•ll•tng up anv •uch uenturl I nto Ctr~ oc!a . 

did 110t illtnli ••I i l'.a t •uoll o n l dt o rroul d be p repoeteroue . 

He r' epHed t hat 

He oddtd that 
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«1 •"-'r «<lieJ"eei•cl Ia 611P'tpe, ancf illoi ill.,., .,.. "' ""Iii" ,,. ,....,. 
on11 euoll •Ucl epeeuloil-. t hoi Bitler •1•11111 t • r•aoll Ri ,,.11.,. ., tu 

lt..t S totll er Canoclo, W t.\ot 111 hod 01111 111011 «lltllltl-. IIIIU ,.,,.N te 

,.,. • aUiiar11 pelu •I .,,,., tile •rlt.,. ., wld b1l lh> • .1. 

11 II •«apllf «<lpMIIble# a11cr t.\ot rep erie te til «1 •.t.t•n .,,,., ••rd
11 

A .,11riecl illot ,.,,. M•~•• Deot rl•• ~> Ill al~11• bl ,.,,, ,, .. ,, •r 
a~~cr ••11 Cdealal PMie,.leu 0 11"1101111 alglt gala .tr• a,.,_. ! rltlla 

1/ 1111 11 .,,, • .,.,,.,.# •Ul •etd11 •• at till ••P~• 1.1 .. ...,,. ..., 

••• I • ••• /lrai p:Ja••# Jho • .1. ••••••••"# a,,_,11 11aa •• ,...,11 •• , ,. .. 

ca1111 / ar-/ lMg .. ,,,.,# ., do., Qroat .l,.ltola. All¥ lalld ,..,, OII"'IM¥ 

'""""'" Cl PIOOe OOJI,/n'lllae, 011'11111111 r"Hl«•,. IIIO!Ilcf bl vl,.ld b lf Or'1at l,.«tolll 

Tranoe •• .,,.d11 lNIIecl ..,,.,.,..,,.,., 11ntU ewell till• •II•• ill•v • olllcl be 

ca poa«tl • ta reida •••• 1/r'o A 1ald tllot «11 all prebab llltJf Olr'IIGIIf 

~.0 111 •14/ft•U.t iC.e •.tt•r tllle .,.,. 11 ,.,,,. to buUd • .,,.. t •,..l•bl• 

it def••• 8VM ,..,,,,,.... Oeraa1111 11 not p rlalarllr later11tecl 111 

,,.,,.,,.., 11 alae C1 obl• to gd t/11 ,.,,.,..,.11 ear -••rlall 

rllloUli'NtC• a.tter ...... ,.. ~· pol lit 0/ AD IIIc:l& 111'• A ... oertala 

ihcai o~, •Ul .,.,,,. z...,. 111r1d/ IIIIQII01'ded alMg th Clla1111d ..... 

,.. au ••• ~&od i o por .s .. ,.l,, M d oil• •ape.., •• ... -. 
~ '*"'' P•••• •• •• peao• ••11/'•,.,.,. .,,..,. '* tu .. plo,.. 

lll' • .1. Nlecl Me 111rCtn' t•r •1• aplale• eCtl ,.,,.,.d te tle geaei'Sl ,...,. 

Untla•t c. tllia ,,.,..,., Ia ,..,,.,t te ,.,. geitl11g late tile .,. .tr• 

liGIIdpelat ~ a11ppl,Cag ••• lleHaaa1'1/ ..,. ,,.,,.# 111 acrl!ltln •• •llo• 

llll'tCidlf N~ e11ppliH t• il&e .l.lliMe fte 111rlh1' ieU 11,.. A ..... .ft'• 

tOIIoe,..oiC-. ••• •• .,.,., .,,. .. ,,.. oncr c .. g,.., ... # oacr • .,., ""'11tlr 
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&:lUA Iu.Z.U•Wi ·-••r•• Ci ... e•Ccfai .._, .. 'J iACI J'reeC._i u-ecf /fir 
o ••d•,..••• 1/ _,. .,., .... .._, .,.., I-..Jr u .. 1&14 'e ,.,....e.,,.. ... 

Certgreee fe ••Hrltecfe "'-• ap,.rnUr, ... e grNi eurprfee ... 

/IT' , -' • Re •U N/erMoe ie •e O.l~up hlJ1 IIIA feA f11dfNiH tlei , ... eof. 

o/ tho .Aaerfoall p•epJ• IWJcf ue feH eie1'11 ebJ•rillll te eell<lfllg Ollf ,.,..,,.. 

Gbr04d• 2'he .,., .. ,,. •~Jaf••• iiWJi ••11'tfani 111 tUe ulllrir11 IWJcf lllrN411 

out• dldGII0•4 U• J'r .. CdPi1 •• /W' U cUreri fllt•rHIIifM _, OM""''cf. 

111'• .A ,...,. ... .., ~d M Alcf llacf ih pl..,ur• •I .. ,.,., ,.,. Pl""fcfMt 

•• .,.,.,..1 ._., ... , and thoi Ae N d ,. .... •*'"•U•• t-r h ill fa 't~Wai u 
IIIUI"dll cfl//..,.•lli/r• etllere Ca Jf.te pNUCn oad cfCd ae't Aoef ... te 

' 'lf1'""' ACe ,f'ralll' .. .,ceif.... /le •• u tllcJi iAere .. •• •11eier11 • bout 

.. ,.. .. ••• n• -.tlr ullcJi u •• , .... tr• "'•· ""''• 
.A eofd1 ..... .,.,,..~e attrfbno fn o ... fa e ueA • U gl pNftfM• 

lit ouu .. _. ~»r ,.,,., tMi .,., rNJJr Aacf to edatr• Ala ._ ..... A• .. .t•• 

u bt.,e al»ed 'irrMI te 41 ,.,.,.Jiilfag At ou fa I»~ f/ '*A• .AJHoe, u 

........................ uc.. "'-" "" .. ,..l ..,,, .,.... 

lire _. .. ,,,.._. Met e- 'J ...,,..._, •t ••• l•t• dete, lllfelt4 te eeacf 

lt,.,ou it h P'IJI"I .. Ulll(l .. U .. l&ld k 1/ JfiUt ..,.u u /It' u Adpf11g 

f/ all e •JI"cffif-f'l ,.,. .. U .. efet ~ A1Hee • ol&lcl be • aNt 

1111 ~ prNellt efr4*u ..... o••• fll OIJIIWoiflll eepHI.UJ •I'*A 

fllg tlleaa ireepa •fM "'' 1,...t Mf"l f11 ,,..,.., .,. .. glancle h dl •• 

tilt .ea1-. ....... •elllcf aJaNt ••• ,.,..enJ.. Jtr '*"' ,., .. "' ,,., 
be ,nNII .. ., ... .,. •ftl tile 11ee"""ll euppJC,. .. , d equfpaen't, aNt 

~·••r~ll tlf _. .. ald H 8Hf'e 
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t:M ftl g boot 'to rJ-onoo. Jlr'o A ,.._,.keel t/lo~ Up io ~ho pr'OOOIIi 'ti .. o 

1 . ....... 1:4111/ Fr'enoll. i!lclutriol o Uhe ller'e o J,..ocllf ill illo llonaa oj' ~II.• oe,....... 

t/14~ a oot 1/' the j'ootor'i,. lloue been bua11 tumbq om 1:1or .a~er'fole 10 /lfol 

not be oj' ouoiJ t o Fronoe j'o,. a llitor'll pu,.p oeee. n~e11e,., c7e~•ll 00,. 

o11'thoa I f ohe aolall. ea 'to d o e o j'o,. ho ,. 01011 a U uo,. ll uae. 

I aakod Mr'o A wllo't he tho~ht 3po ln 1a fn t t nt f one e ore o fnoe I t a l11'• 

De r'opllod that, c one f derf!lq Spo f11 hoa Juo~ ooa. 

of a c luil e or t o f l - op fn, aho ~oa n~ f n o p oa f tl oll t o be of 01111 greo't 

ll l i a r'lf uoluo, ot f or oe a obU foing h er ora11 /Or' on o~toc.t ., rronoe uoo 

1, • • ,~~'"" ed. No d aubt t he u ould e f cle 10Uh Itollf '" g lu lllq t>hote•er oufa~oMe 

' ooul d In re-turn f or ltol11 '• lo11oltv to Franc e f11 the Sponleh ofuU IOG r'• 

It a qreot p ooofb UUif• ho11euer, that Spain alght undonoko 'tot r 11 to 

!?Wte or'e oll p ohtto• Mr. A r cafndod t ho .,rlter, aoll f ol 

oha~o t rn dolf to dol/ of tho 110r pr-og r .. •u• 

I aehd Jl1' o A V he thou~ht Cr oat 6r Uof11 hod a e uf/fo h ttUI/ Jorge orav 

Io; l a nd pr•por to tj' for • trMg r u frion oe Ill t he e uen't of o c7oi"IIOA '"uo­
'/'O thif u roplhd illot he d f d 110t know the •-•• ,u,.ber of full 

ulalo" ' of / h•ot lino troopo. bui fi g ured t here 10ore boillun /flit U 

lghi dluf t fMO of UGI'iOut aobUo fer'oeo. 1/o oold ho und ero t ood t here ' ' 

1'11.?lond 11• 0 fUll aob U o dl uh ioll of llonodi on ir .. po. Jlr. A added 'that 

Canadfoll ool cU oro oro ll.fg hll/ r eopeo'tod b l/ t ho c7on141S high c-'!d o rile 

•• ,,,.,.,., eold lero. , 11100 the lllot _r, ltoue loolred up n thea oo c7r'eo't 6rltol• '• 

t f ighter•• 
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llr• A caad ~~~~ 11rl~•r illtn dlao~&~atcl i llt tor Hah rll altuau... fta 

c:riUr uhd llr• A 'I "' illauglli .Jopon ~>•uld u•nhrt w ~~ illt Dwto• &Ni 

a t rtp~hd, ot a-t.iad Ia prtvh"' rtport•, that !a tllla cU,..,il• 

II Aatrloo 1a g rnt .. t c!Gn'""• aa /tilt tlloi Jopa~~, ahot Ito.lv'• tnil"'onot 

Into t he ~~tor, til"' lraoplng tilt l'ranoll ond &ngHall / leaia l>uav, 11ould oitoapi 

t o te&.t • outr ~~~~~ Du~oll Eaa~ IruHaa, D• a old tlloi onlv .tilt Aatrloon nouv 

ooul d oi~tapt h pr•u•n~ tll la. He auppl nuted lila rtaorb blf ••11l11g illoi 

lttlf to llo•tUUha btil:lttll .Jopon olld Aaer , oo, bfoouu, oa 

, A /1'Gflltl rJ •'*-~H, V Aatrloo peralta Jopoll h tok• illt Duio/1 roai 

illt Dnlitd P 'Mit• alglli bt tarcld laio illt 110r .,,til tilt Joponeat t o 

~•ohcrt lllr lnttraail Ia tilt l'ool/lo. HW!tutr, Jtr, A oaatrttcr, lit ~~tould 

ll kt io "' till Aatrloon IIOIIlf /lout to / lglli ao /or OIIOlf tr• lw h .. , 

bo••• 11101~11 ca• tilt Jopon,., nou11 Ia • tUl /Ullll lntooi1 rtgordl"' 

It • Chlllta• ooapolga, 

])I tilt 'P'"'" •I Jlro A1 ~he llll 'ttll S io1u 011 cf tile rut O/ tilt Aat riOGa 

• ~JIIt.rd P""'"t o t•ra'lloblt /J'•nt t• onp pattr or pattn "'" loll algllt t urn 

lr •11•• '" tUa dlrtotfono "JIInd 11•111 • h• ao, d, "I aa not g i v ing 

I Gil aoa t a 'notre 10/1111 I 1011 ill'' •" 
])I tlla oourat •I oonutraotiOII tilt 11rlttr aocft reftrenc• to tilt atoggtl'­

l .. au rtp •rted brJ till lltNpopera to tilt Ot1'11411 or•ll• ''guru hod b"" 

,.., 400, ooo. Jlr. A ao'cf lie .,oulcf auoll ratller caootpt tilt "'*' ... '*' 
Ocru11 lli gll 0- 11c1 0/ JN'" tllan tilt prtpogo1144 rtporil '" tile 

' d .,. ~,u• tilt t ntlrt eo•po 'gn Ill 1111 l'•r lu~onoe, Ill ••• 1 • rouga •• 

cou11tr'''• tile OeraAII J,.•e• wert o l'ttl• outr 10,000 1r'll'-' o 11d ,.., 

~unde4 ond ,.,tMrt4o 
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111 lto -• ... tnwvtfto •ttA Jtr-. A, th .,.,._,. Aaa oaap ~dt tlet 

' ' "" ••r too t•• ~ ,._,... .na ~l tlla uotf•g• eftA Ala. tAo •ftn 

it ooo ilo , ...... lea fa Uo lep.1o 1/r'o A do .. aot p ... ooo u 

l ... ,ut.,.,,..,tfo ,.....,. ct•C~~atfag attH114o1 but ,...,..,. ,. .. c.u ..... ,., et 

~h• quiet, .a..~ .. ..,.,., *W•• J'U .,, .. ,. - r k -"" fa iUo, bn 

" .. .,. ... uotfago ..., gnetegoihOr'o, • • nlllct at .... ••• • •• .,_, 
~~ utfoe aud fooHago. 

n o .,.,..,. ._. ....... ,.. •• tua ,.,,.,.. tt ..,.,.,,. tu frln4.1r • '­

•1 Jlr . A ., .. ,.,,.,.. h no llllltH Bteioo ao,.elv t t plaoo th ..,..,,., 

ct"" "'ot f ... eUol too&' plaoo .. ,.,.,,.._ ftt wftor' /lao r'op.aitd tu 

thought• alief tplalou ~ llr'o A wftlon e11r otlo,.f•g ,,. oCdJ .,...,. H••••• 
~• lllr fter' • fauo • ._ to bo aooepid '" that l l g llto 

-
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c TREASURY DEPARTMENT 403 

INl"ER Ol'l"'CII: COio04U NICAT10N 

DATil June 14, 19~. 

To Seor etar,r Korcenthau 

rROM Mr. Cochran 

STRICTLY CONFIDENTIAL 
Kr. Plneent hlf!?honed •• toda;r noon ln!oral.ne ae that Mr. Lero;r-:Seaulleu 

:Tench !'liWiclal J.ttache, vaa co•lnc to 11alh1ncton on tho 2:30 pllll1o thio attornoo~ 
!Jill that tbe;r dee1red to coae to the Treaeur;r eJI4 proeent Jolntl;r the vievo of tbelr 
Kheiono upon a ...,Her which the l'reaBUrT bee heretofore refrained fr.,. meeUnc their 
ouueatlona. Kr, Plneent &aid thio vao ouch an lmportN>t ropreoentatlon, that hi e 
.l!lbuoador dealr ed that he aDd hh J'rench colleacue be recah-.1 either b;r Secretar,r 
l»rgentheu or Under Socretar,r l!ell. J.ft.er conaulUnc Y.r. l!ell , ! told Mr. Pln .. nt 
that be end Lor o;r-:Seaulieu ohould come to 111 office a o aarl;r ao possible thia att ar­
noon , and t hat vo vould then all be recei"Oed b;r Mr. :Sell. 

llhen Mr. :Sall rece1Ted the throe of uo at 3:35 thio afternoon, Mr. Loror­
Beaul le\1 referred to tho anever which tbe 'rreaour;r bad chen to tho :Srltllh .,.4 l'rench 
on t he u tter o! bloekinc German bale.ncea. I corrected hie phratlnc sllcbtl7, otatlnc 
that our poeltlon bad been uplalned as tollovaa The letter from tho :Brl tllh 

r >banador , of which the French were avare,had been Mdreued dlrectl;r to tbe Proaldent; 
~ official anever could onl;r co11e fr011 tho llhlte llouu; In tbe Interim I bad ln!ol'lled 

Mr . ?lnaent orall;r that the conaeneuo of opinion amone thooe State and Treaeur:r offlcore 
who had conaulted. on tho queotlon vao that no otope ehould nov be taken b;r thla 
Gover1111ent toward blocll:l ot; German balancoa In tho United Statu. 

Our rlaltora rllllinded Mr. :Sell t hat t hil &never had been ginn 110ro than a 
ntk &CO eJI4 t hat alnce then t ho attack bad been 111&40 b7 Ital;r. 1'he;r felt that In 
the ll£ht of the T&rioue unneutral otopo that heTI boon takeo and wrdo that han 
t een opoken elnco that ... ant , we 11iGbt be vll U ot; to chance the !rMeur;r'• rlevo on 
the blockinc ouutlon. Mr. :Bell and I eon!lrlled that there lw1 been connroaUooo 
on the eubJoct einee ItalT bad entered the war and otlll the declolon, ao tar •• the 
Stete eJ14 Troaeury Depart=onto vera concerned, woo acalnot blockinc Oerii&D a u eta a t 
thio t ille . 

J.t thh point I vao ealled into Seoretar;r llor~:enthau'o office. Mr. :Sell 
entered a few mlnuteo later when the ~:eneral aeeUDt; wao In oeuloo aDd reported to 
the Secrotar;r t he repreoontetiona made b;r lleoore, Plnoont and Lero;r-Eoaulleu. !hlo 
report and the Secretar:r'• remarks v111 be found In tho record of the croup •••tlnc. 
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l TREASURY DEPARTMENT 404 

INTER O FI'lCE COMMU NICATION 

DATil Juno 14, 191«>. 
TO Secretary Mor 4onthau 

Mr. Cochr o.n 

STRICTLY CONFIDENTIAl 
llhen Mr . Pinoont call ed on me t.b1o afternoon, he told 110 thlt on hio rocont 

trip to New York he had opoken with tome ton prioate banka wit h tho view to obta1~­
!Jlg f ro:> them currel\t lntonaat i on in regud to Oerun an4 Italian banking trau­
aet1ono . H1o contacto wore entirely cordlal an4 offered to cooperate, but one <>r 
two aent ioned that repor t& of ouaptciouo tr...,oa ct1ono are IO&de by ba.aka an4 
l!ldl!strlal concerno all ovar the United Stat eo to t he .? .:B . I., ln accordance vi th 
t~e l a t ter 'o tnotructlons . Pln .. nt aoted JilT opinion a o to vhetbe.r the :BrHioh 
1l:ba&l7 might p roperly I!!Pproach the l' . :B.I. vith t he view to obt :>! nlag the ltenofit 
o! such infor:atlon ao 1o received . I told Piuent that 1f the F .B.I. received ouch 
loforcatlon, the Trea oury vu not avnre of it. l'urthll"lllore, I could gin his no 
.Ovtce on t he oubJ ect vtthout looking further into t ho matter. 

Pinoent told me that ""blc a are otill being exchanged between tho l'edoral 
outrvo :Bank of !lev Yor k and t ho llenl< of Enf:lond in rep rd to tho formalitloo of 

\ rensf erring :Banl: of England accounts to :Britloh Government nccounta , and sllo with 
ret1leet to amorgoney measuroa whi ch mi !;ht bo tftkon to pormi t elgniJl8 of check& on 
u ch nccounto ey the :Br i tioh J.mbaa oedor tuJd/or anot.ber officer of the Brithb Fmb ... oy. 
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Sngret 

Dear Kr. Secretary, 

BRITI SH EKBASSY, 

WASHINGTON, D.C. 

June 14th 1940. 

I enclose herein ~or your 

pereonal and secret in~ormation a copy 

o~ the lateat report received ~rom 

I.ondon on the mili tary sit uat ion. 

Believe me, 

Dear Mr. Secretary, 

Very si ncerely yours , 

The Honourable 

Henry Mor aenthau, J rs. , 

United States Treaaury, 

Washington, D. C. 

404- A 
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Talave 4upa\oii!Cl tr• L9114op 09 \h• np1y 

ot l!!!t l!Q. lHO. 

Pre1loh 11M DOW Nnt llon'-«f-Volltlart·S-­

Jtpa~, \ haiiCa alo"- lttrM thrOIIC)a Cllttaau Th1al'l7 ( 'flltra 

Gart~~tae htYa -11 llr14phtt4) r.na-Sout-.rouarra­

?1'1lpor\-RouYI'tt-SaDl1t, \honea tlon• Oita \o Pont o1ta, 

thanoa alo"- lower 8a1na. fto cht~a aaa\ or voualart, 

but bl• a\\aoll: 1~1111liq in IAOnt•47 area. Bahton 

Voualara an4 Claawu Thiai'I'J', oonUmaout t n«Bl' prenura 

7eetarda7 toroa4 ft'oncb traa Alana Vel lo7 beck to proton\ 

Oaftlan U'IIIOUJ'Od tore .. reponed 

t o haYO pano\ra\o4 thlt llno to Chelono-eur-~rno. 

Oarnatn \brut\ 1n thh arot now ep;>eare 41roc\od wot\war4, 

probohl7 \ o ancirola i"ronch 4ar.ncae turlher weet. 

SaYortl intan\1'7 tll4 oraouro4 41Yitiona ttll:1"- per\. 

11. Ba\wton uarau11- tur-OUroq all4 CbanUl ly Goi'IIIOil 

proaouro on JUne 11\h toNed Prenob haolt to line 01to t o 

llo ohe~e in Prenoh poti U ont 

between Cban\1117 an4 \ha taa einoa ,eete1'4a7· 

lJ, o...-n llri4ph0ed between VarDOn and L011Y1ora 

,.o Genan lnten\1'7 41 Yitiou 

1n llridcabaad an4 \wo armourod and ona eot orisa4 diYitlon 

1mmad1attl7 nor\h or Ri Yor. Poe a1bl7 Germtnt ~~ 

tntan4 \ o -aap eou\h ot Parle ti'Oit \hi t area. Ga p to 

el rtoen lllilOt in Prench Une in tron\ ot \hit brldaahttd 

reported et mi4nlpt l tt\ 111gb\. Laadin& \roopt ot 

1111114 d1 .teton heYe now aJ'I'1Ye4 in \hit era a. lllln4 

diYition now Mil' oooapleUon. bUt art1llt1'7 unl.tt locltl~. 

41Y1tion ( raearYa unite) hold ratoi'YO poa1Uon alOft& 

R1Yer Ri ole oaet ot Borna7. a rlt ith anaourad brls eda 

/ alto 
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al• ta \lata.,..., 

•• ....,._UOD a\ 9\, Yal ... J M4 \o M .......... 

o\ 11. 11 Mvo ,. • ._ .. ., u4 alatpo or .. N4 \o wUII4J'n, 

'f?oopa ...Uuaa 1ae1u. wo brtp .. polQio ot Ill\ 

PNDoh alh- pooh a\ lla'IN npor\e4 Mi .. a\\ulta4 

'117....., toNoo, 1M11141aa A.Ff.a . 011 \aka .... USN 

ot \owa repo?\ .. -.atac. • • tunlaer -.. 'flwN woN 

o\111 .... e,ooo ,...., ..... .,.. \o ... a.borke4. 

App?Oa1 .. \o1J 1,100 '"•• ot !lor\11 Soa 41\'iatoa .... 

o\\eoiMcl \181\a baft naoha4 Ohal"'loura, pN-bll' troe 

lla'INo 

o-r otol-lllDil' oo\1oao ia roo ot 'lloU1o 11Aa. lib reporto 

ropor\o4 •• auoooootol, aD4 41roo\ h1\a wore roa1a\o ... 

on ob~ooUfto o\ La !lora at. Valerr. aooul\o ot b~iDC 

woo4a o\ All4o1p ao\ obul'ft4 oolac \o aloud. 

I!WT1aou ot •• J.,J .. J', a\\oclr.o4 au aa_, a11'Cran noor 

llo'IN 0114 .. o\I'Ope4 \wo lloillkola III aJI4 00fti'Ol 7 

40Jaap4 a \JllrC, OM Donlor 1f oleo e!lto\ 400D. 

t1cll\or ,.trolo oparo\84 troll Oa1\e4 1.1._ ac.NU 

CbaDDOl J00\01'4-..~ bU\ DO ...-a\o ropol'\a4 o\MI' \hoa 

oM &o1altol III 4oo\l'ope4 ott •or\b rorolaD4 alroo47 

Alloa•• ot o~a\o probobl7 ... to laoll: ot 

Plot\ air ara 'lloa'llo4 ~ K.t.ll.o o\ 

aoulo~M J••••I"Ur· one !:!.t. ll. 4oo\?OJ04 oD4 '" 

u-.. 4 . IJI&1141111• oD4 ~o\\loa a\ JI01&10IM aloo 

'llo ..... 

e. oo...- o1Hnft oa\1ft troa aonll ot bah \o 

lola ot 'lrlib\ loa\ alp\, 'IN\ 4o DO\ appoor \o ban 

/ 01'000e4 

I 
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.... 1 .... ~. 

'· .. ,.. 
1\all• .otllOOI'PI ......... Oil eMN .... 

'fft .. U-IIUN, wbU1' 10.• 00.,1 appM.I'tl w bo -.1 .. 

troa lrl .. U .... ,._... llalv.,. .. .. o-.1 la trl .. U 

..... loleiiMiae ,,,..,.. .. lleftov ..... 1'04HM •' 

to""* ,.l,o~. OM lu .. elllp .. , UlaUt1H, bv.' 

•• bo 1\allaa ..u ....... Glorpo•, en n tiN ... 

boaolle4. ..ftl plu ... aDO,MI' dip alOIIIelU ...... 

,. "bvalac· 
8. All ........ tuft 1' OlbnUu. 

'RP'· 
Ill__. •--•• 1' a1u oas.u aDA two Itallaa 

1tnoor1 ......... 111- looatM root...., orr Al-Mria. 

I lil•pf . 

.&lr .... ~ ... - b .. •• obool'ftd ___ , 1a 

rroa,1or 411,1'10'1· 

llloMolM )'OI\1..., oU .. IIo4 .... aa 11 at .&....­

... 111........ BUI ... 1 ...... oa 011'041'-o, powr lllo'lloo, 

petrol ... -.uau•uoa ...,. ... ....,...u. .&11 ....... n 

boUo._.,.,_... 

110 ..,..-1 or aar •• •••1 or •ac>• .s.to or 

.. all' au .. u oa Malta ronoi'U7 'liP to 

boUeftt bro'I&Pt ._ bF ,....rs.ro. Adalral'F doo\I'OJ'OI'O 

Uft .... '" aUaoko oa ov.Mal',._ 1a wo1\ol'A 111141\arro­

-· •• or .-...- 11 ooaolun4 to ba'N booB -ooaohl. 

two •1Ud dipo ( to'al 4,000 ...-.,.) oaak la 

....... , ... bF 111ao •• z- u.-. ..s.•1u ,.,..1• •• 
'" -u .. lel .. •"-" nak 1a ._ wn•• ro•••I'U7· 

.ut ot ..S. Uob toNI lft-\14 t.- Janik Ml 

- DJ'I'1YM 1Jl Da1 to4 Xi 111--· 

) 
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BRITISH UIIASSY, 

WAS:HIMCTOM . D. C. 

':! 1 ..,nourable 

J W\e 14th, 1940 

SECRET 

Dear !lr . Secretory, 

I enclose herein for your 

: crsonal nnd secret informati on a 

coyy of the lat est repor t received 

from London on ihe military situation. 

Deliove ne , 

Dear r:r . Sect•ete r y , 

Very s incer ely yours , 

Eenry !.:or genthau, Jr . , 

United s tates Treasury, 

washincto~ , D. c . 

Regraded Unclassified



•••• 
'l'eleea '1 j)e~W troa. t -on&Jrl 

Oil the IIOI"!l1ng 0~ ..,.. 14th, 1940 

1. Y•~ U'-lt 1a Ollateeu Th1C'1'7.,... 

1'eporW 1n tr1 •m 11Jate17 preuuns klo,._ 

J'IMil~ 1a taka ~ ll&J'~ 1a .a41Uoa ~ 

CMlefte llu\ U tv aa 1o I:D.own none ONIUil RhW' 

IIU'M 1ft \h10 - · 'i'be a&!¥ unito hoWO fVi 

bol1oft4 \o haft oroeeod the 1:arne _, of' EJ:>OI"M7 

and at Jl'lllS~M~Mo Inhll\17 ed-ina eou~t. 

rro. Oba'-u ~•"'7 rcaol\Od Koccnt lartaud. ~ .. 

wOIR tho v 1 tl'oci!Pe appear to b o d!rooW woo\wwd 

\owl-ole l.toewto ~ t ho l owlll' :::oino tho eoop:y intlt.n\17 

are bol lllna t h o ,: i ·ter Eure. 'l.'h1e ~MY bo 40t'wle1ft 

tlanlr. to oovor t ho adYanoo aoutheaot ~ the 

eouth o!' l•u1e. 

2 . Eftouat i on o!' l!n'rro oOQl)leted lest niabto 

n .-.- tl10u.ond t roope II'OI'c ~en off 0114 van.port.o 

prooo~ to Chel'boUJ"g. 'lMrC>Vd Mil ~ parlioe 

tuen off b ;y 110~r l annchoe !'Ad eo" t to POrt ll'Ule 

· 3. ArCed me:relulnt. er·t100P "Book\oUD" 

torpedoed end eunk 1n bame ....... a- ot tbo OI'OW 

• - aaftd. 'i'be eruieor "oa11J>80" IIUilk 1ll ... tem 

Ked1 teM'enOIIJI\ b7 t.ol'J)«lo • 

4 . 'l:'hree ... ide oarr1od out toda)' blf JllGDbeii:IO 

Oft ro~ aN1 P1'ftro 1D tbe r MP ot' t.be blltUe ftoonl 

on the l.owor cetne . one a1l"CCftt'\ lllioetng. ~1\o 
u.nt'avourablo weather oond1t.Sona tho cajor 1t)' of the 

aircrnt't on._-a&e'l on Nida on niGht o!' t he 12\b-13th 

J'alle/ 
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.run" osrr1e4 ou\ eucceeoi'Ul ot t aol!D. 01rcot h1te 

obeervt:'d on r n1lwa:r t · r {JO t o a t J,n!\1\, Charln1lle , 

So1oeona llnd li'81eaault. Jlurr1canc patrol t'rom 

B. A. A. P . e ho\ dcllln "hol o orony !'onnst ion o!' 5 

nlrcr~> t't . 

:;. U n..nn lonc-t>anr·o boMber Ol:~<rAtion.e 

c.,~tin• u1<1 Y1)otord.!1l.' on tho ea: .c e cole r.s bo!'oro. 

llo. ber •·oc onnn1soonco net~ in ver y nctl vo M d t<'Mln,y 

t l"o t'l1C)lto IIGl'OUB oout ho rn l;nclond, ono a o t nr ee 

o~rd1t'1' . lll1gbt 1ncr e noo in t rAAopo J•t aot1v1ty 

bot ,..c. cm COlo~;~e , and ol gi\D •:nil nort :tern }'rnl'co. 

':'l\1e ro.D1..,ly c ->noerned 1flth t ronO]>O.•t ou~ lie s wcet'tl~<l 

tuld nt wntutt.l.od bftc .. t <> Ocr . llnlf • t 11&- .t 1ncro,;eo 1n 

nUMh or or trBnO}lOrt tl1r,hto to nolo . l t 1o thnu(;ht 

n ooaibl" thot Itol1an t.\1rCl'tlt\ r . .ny b e opo •ntina on 

t ho weetorn front . 

6 . Lne t n1Cht tho rlcet Air '.n:> attnc .:O<l t ho 

cn e ::r " ar.hlr e 1n s:rondjhon. one h1 t ":1 th 5 0 J>OWid 

bo 1b on en.u:y batUc cru1oor 110 obe ervct.l. . r.~ght 

a iror nt't m1eo1na , 8ClOe bol i e vod to hn• c boon l oet 1n 

t h o tor. \'th1ch J\!18 p r evon t o<l t"-n•thcr• nctl on in t i e 

nrc a . nenutort n1rcl'at't coo >0 ·nt e<l 1n t ho nb<lvo 

O"'f.'rnt.1nn b:f aucceoerul n t.nc •. n nn oo~co ot 

71'01ldjho. . . one ~ui'nrt. ernnhc.1 on l ":nd1 n t; 0'171 nc to 

c1a.t..ace oau.eO<l by gun-1"1 ·o . ,udDona ottac~cd e hir i nc 

n t • crgen M •l r eturned oni'ol y . 
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B. X.Jr: 

R.M.Jr: 

0: 

R.M.Jr: 

O: 

R.M.Jr : 

0 : 

B.M.Jr : 

0 : 

B.M.Jr: 

O: 

R.M.Jr: 

0: 

R.M.Jr: 

G: 

R.M.Jr: 

llarold. 

Iee, a1r. 

JUDe 1 .. , 19-\0 405 
8:55 a ••• 

Seaator Mead, who '• reall7 a prett7 good 
tellov ••••• • 

r ... 

...... happen• to be ar Senator . ..... . 
r ... 

!'he7 all lteep tu .. ing about thh fellow LeFeYre. 
Jlov, the7 a., that be wae part and parcel of 
tbe orpn1&at1on that did tbe 'bl.l1ing tor 
tbe Poet Ottioe. 

tee. 

And theJ'•e et111 got uterlal wblob vaa 
'bought ln the da7e ot Poetaaeter Brown. 
Now, I want JOU -- nor.all7 I'd tell Elaer Ire7 
to aalte an ln•eetigation ••••.• 

Well, Mr. Morgenthau, we're aaklng one now. 
We ba•e -- we ha•e aeelgned a epeoial agent 
under Mr. Ire7 to inYeetlgate tble and aaong 
other people he'e interYiewing ie Senator Mead. 

Good. 

Mr. Pal8er, ldloa perhape 7ou recall •• one or ...... 
Ie Pal8er doing th1et 

Palaer ie doing it. 

........ 
.And he baa 'been unable eo tar, or at leaet 
had not 'been able tbe laet tiae I talked to 
bia to eee Senator Mead, 'but be '• going t o 
eee hla. 

Jow the other thing - - good, I didn't ltnow that 
wae go1ag on. 
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G: 

G: 

!1 . !-! . Jr: 

G: 

H. !' . Jr: 

G: 

R. !' . Jr: 

G: 

H . !! . Jr : 

G: 

R:!: . Jr: 

G: 

:t . !!. Jr: 

G: 

. - 2 -

Yes , sir. That ' s going on. 

Does Su111 van know that? 

I t hink he does . I ' m not sure . 

1fell , meke sure . 

I' 11 tell him. 

Now have you contacted Ralph Straus? 

No, I haven 't. 

Well, I Wish you 1 :'1 arrange t o see hir.~ and 
make sure that - - and I ' c going to see hie 
t his mor ning , myself -- but he knows how I 
f eel about Procur ement, it somebody doesn' t 
grab it . 

Yes , sir. 

So arrange t o see him and -- I tell you what 
you do . Have him in your office eo tha t I 
oan see him a t 11:30 . 

All right. I suooose I oe.n reach him t hrough 
J.!r. Nelson, can 1 t I? 

Yeah, but you ought to ge t acquaint ed and 
give him a little of t he Treasury spirit. 

Yes , sir. Nov, I ' ll get in t ouch with him 
and have hi m in your office at 11:30 . 

Please. 

Yea, air. 
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!{ , !r. Jr: Hello . 

O~~rPtor: Concrr essnen Doughten . 

Con3 . Rober t 
Dour<h ton : :!ello . 

~ . '' . Jr: F.ello . 

J uno 14, l 9!Jo 
12 : 5S p . n . 

!> : Hello, Henry, how n.re you fe.,:!.l~ 

.. . . ' . Jr: All r !gbt . iiell , you r;o t th<~ t bill 
throu~ ln r ecor d t ine . 

:>: D1dn ' t I !'Ut 1t th rou(;h ln good shn))e? 

D: One t h ing nbou t my Com1n1t tee , I can keeo 
t hem a t work and keen then a t wor k toget her. 

:' , " . Jr: Tha t ' s r i ght. 

407 

D: They don ' t seesaw and oull about . Welt, you ' re 
doing a oagn11'1cent job . I don't ~uc~ bel i eve 
that t!1e:r' re going t o ttrl te a new tax bill 
over i n t he Sena te . I h~~dly believe we ou~~t 
to get into t hat this ho t weat !ter . :-l!la t do 
you th!nl: . 

'! , '' , Jr: Oh, he ll, t !ley 1 re just blutflng. 

0 : Yeah. 

!! .:: .Jr : They're j us t blutt1ng and I >:asn 1 t go1ng to 
let t hem bluff me . 

D: ( Laughs ) 

!f .:· . Jr: So I said - - t hey Mid do you stny her e Md 
you ' ll be r eady? So I said •.. . •. 

:> : You c~e back a t t h eo or e tty strong. 
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!! ,t.! , Jr: 

D: 

!1. !-!.Jr: 

D: 

H.!-!.Jr: 

D: 

H,Y. , Jr: 

D: 

H. H. J r: 

D: 

H. !-! , .Jr: 

D: 

D: 

D: 

H.M.Jr: 

D: 
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I said, I'm ready just ae long as you are. 

(Laughs) Yellh. 

But they were Just pulling a blutt. 

Well, say, about that Rivers matter , you 
know. 

Yeah , 

I hated ~o bother you about it at all, but 
I finally got hi m oleared down tbere. It 
wasn• t anything about the i noome tax business, 
they adm1 tted down at t he Bureau that be vas 
all right about that. 

Yellh . 

Now, t hey ottered him a job dolm there a t 
$3 ,000 . 

Yeah. 

He' s go t two children-- a girl i n school. 
I was wondering it you couldn't, without 
doing anything wrong, make that $3600. 

Oh, hell, Bob, he's lucky to get $3,000. 

I know that, it he'll take it. I know 
that. I know t bat and I don't want to put 1t 
on you. You're- too good a friend and too 
tine a man. 

Oh, I think that's enough tor •• • • • • 

Rov• s that? 

I think he's lucky t o get $3 ,000, 

Well, why not -- couldn' t you make it $3200? 

(Laughs) Oh, What a man. 

Ruht 
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D: 

R.M. Jr: 

D: 

H .M.Jr: 

D: 

!!.!!. Jr: 

D: 

H.M. Jr: 

D: 

Yeah. 

Sold. 

HuM 
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Sold to American Tobaooo . 

I didn't bear t hat. 

Sold to American Tobaooo ...... 
All right. Thank you Tery much . 

··· ••• 83200. 
Thank you a thousand t1mee. 

o. x. 
All right, thank you. 
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orerator: 

H.P. Jr: 

~~orman 
Thon;')Bon: 

~ - '~ .Jr: 

T: 

T: 

T: 

H. !I. Jr: 

T: 

Hello . 

!·!r. Norman Thomr son. 

Right . Norman? 

Yes, s l r. 

June 14, 194o 
1:00 p .'!l, 

Doughten just called me U 1) about thi s 
Rivers matter. He Bald you're putting hlo 
on at $3,000. See? 

Yes , sir. 

He Bald, oouldn 1 t I make 1t $3600, and I 
said, no . He Bal d , could I make it $3200, 
and I Bald, yee, sold to t he American 
Tobacco a t $3200 . 

~lell, t.>tat 1 s g r and. He o ~t lled me t hi s 
morning and I argued against going above 
$3, 000 because •• • ••• 

liell, $3200 ...... 
Yeah, S3200 i s tine.· All ri~rht, e!r. 

Xeeo h im on until election and then give 
him· the skids. 
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Yeah, all right , r1ne. All right, ~r . Secretary. 
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c TREASURY DEPARTMENT 411 
IHTER.OFFICE COMioUNICATlON 

TO loorotal'7 llorpatba 

~..,,. llr. Ooollrall CONFIDENTIAL 

'l'ho rate tor the pow14 110nd in an UDCortaln Mnner todq. .l.ttor opolliJIC 
at J. 70, the rate otarted t o recede due to a oollb1ut1on ot 1Dcreuad ooll1J1C b7 
forelp 'ballko and re<baced parchulJIC b7 oo-rolal oollOoZ'IIo. l:r 1114-<attomooa, 
the quctaUon had roached J.~. the low tor the da;r. It thea atarted h 1~~prcrn 
on oo .. ..all bQ:r1JIC &D4 at the olooo t ho qucta\loa wao 3.71. 

Sal.11 ot opot otorllJIC b;r the oix ropor\lJIC b&Dl<o totalad ~.ooo, t..,. 
t ho tollowi"'C ......,....,, 

l;r Oo-roi&l CollCIZ'U ....... • .. , .. ,, .... .... ..... · .. ..... ... .... J, ,.3,000 
l;r torolp b&Dl<o (~ope and S~th Jaerlca) .• ..... ........ ... .... ~,ooo 

!otal.. .... ,000 

Purohaooo ot opot otorllac a.aunted to 10339,000 , ao 1D41oato4 below: 

B7 oo .. rolal oOilOerno . .... ........ ,', ................. . ......... ,JolSl,OOO 
B7 foroip b&Dl<o (Jar J:aot, S~tb .t...orloa and luropo) ............ 1.158.000 

!otal •..••• loJ39.000 

'l'ho tollowill& roportl"'C 'blmko oold ooUon bill• totall"'C 1.6,000 t o tbo 
Brltloh Control ~ t he bulo of tho otfiolal rate ot 4.C2-l/2: 

lo 3,000 by t he ou.r.at;r 'l'rut Co. 
2,000 b7 the lrrt"'C 'l'rut Co • 

....L.QQ2 b7 tho •aUollal CU7 I&Dl< 
.1>.-600 !o\al 

Sterl1JIC ln the -t of t.l2,000 -• parcllaood troa the lriUoll Coatrol at 
tho official rate of 4.CJ-l/2 b;r tho followi"'C b&Dl<o: 

1o 6,000 b7 tho I&Dl< of IIAIII!IaUaa (for rullbor) 
4,000 b7 the IITi"'C 'l'rut Co. (for Jute) 

b7 tho Chuo •auollal lull: (for palllt) 
!'otal 

!'hero .ao 'f'IJ"T llUlo bualDUI tZ'&Jlo..,ted ill Jruoh trallOo, aa4 the ntll 
quoted tor that cnu'nllOJ' wore ao.Ual. !'be tl'&DO opllled at . 0217 aa4 oloood 
at .0218. 

Regraded Unclassified



( - 2-

Developmonto in the other curreneiea were eo follovo: 

'!"tte SVin fro.nc opened " t .22113 and e1ooed o t . ?242. 

'fbe Cane41•n doH:>: i ""r"':<!i f'"<'• a dioeount o! 19-1/zl, to 19<. TM 
better r a te woo attributed to the de....,n #or that currencr br tourloto. 

'l'he lira e.nd reioba&Ark were une~d at ofCered ro.t .. of •0505 
and .4ooo reopecti~e1r. 

The Cuban peao l'lf;Oin improftd, It wu quoted at a diocount of 
q-15/1~ , ao a~inot yeotorday 1 a r a te of 10-5/1~. 

The quotationo !or tbe Mexic!lD peoo were unc~d at . 1923 bid 6Dd 
, 2(1('(1 offered, 

The ?eierel Reeorn :Bank of }·ev Tori: roportod that tbe followint; thipmento 
or gold were to be conoi~ed to it: 

$2 . 500,000 from Portugn1, obi-oped by the BNllc of Portugal, to be el'll'.,..rl<od fnr 
1 ta own account. 

2 ,085 ,000 from Canedo, ohlpped by the Bank of C&ntda , Ott~wa, !or ite own 
'Fr.'""<lr."=l'\" account, for t~1o to the U, s. Aoaay Office , $4.sss .ooo ~ot..l 

Tho Bomber gold price advanced the equivalent of 15j to~36.31. 

The llombar S1>0t tiber ctuou.tion worked out to tl:e equi.,.elont of f!5, 4U, 
lip 1/41. 

In Londcn , the prieeo fixed for opot snd ! o rwerd oil ver both roo• 1/1~ 
to 23-7/164 &:ld 21-t}/164 r .. pectively. 'l'ho Unitod Stotoo equivalento vor• 
42. 61; and 39.66¢. 

Handy e.t~d l!arlll&l1 '• eottlement price f or forti pi oil Tor wao unc~ed nt 
351. The Treaourr' • purchAII price for forel~:D oilnr wao eloo unchanted at 
351· 

There ~ere no purchaaeo of o11Tcr £ado br uo to4&r. 

The Dow Joneo tlc.!<Pr NpOrted e nev a itn frca l!omo thet ~" official Italian 
decree publiohed ~aT •ut~~ri•od the Ooverngent to call in !i•e-lt~ oilver 
~>l •eea and to 1ooue paper billa in their p1•ct. 

' 
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J'ana 14, 1940 

IIDIOIWIDtll 1'01 Ill'. D. 1'. Bell, 
UDder Seereta.ey or the t're&INI'T. 

Referring to the recentl)- reported oale to the Bonk 

of .America by the Reconetructl.on Finance Corporation of $20
1
088

1
000 

lletropolitan 1'ater District of Soutbem California Colorado Rinr 

1'ater l!oDcla , 811 opinion rendered bT our legal otarr bolda the honda 

to be general obligation& of a political oubdiTieioo and to be 

supported bT the ,.,aral tuing pcnr poaeuoed bT the d.1etriet 

within its territorial boundaries. Taxing power ie, or course, 

in addition to the rennuea to be deriTed fro11 the project. The 

borda are, therefore, COJllidered to be U811Pt frca the 10\( or 

capital and surplus raotrictl.on iapoaed bT Section 5136, u.s.R.S. 

The Raoonotroctl.on Finance C<lrporatioo pre'11011al7 

baa &old approxiat.l7 $1SO,OOO,OOO of thaae bondo to Tarioua 

undenrritere, who in tum han distributed tb811 to tbe public. 

Tbaae distributed bonda currentl:y are aelling in the llew York 

aarket 011 a ~ to ~ ;yiald baaia. n,.,. are rated "A" bT 

11ooc17, and to all oppaareDCea conatl.tute a aauaractor;y inTeat-

413 

Regraded Unclassified



( 

JUlie 13, 1940 

~~~~TO IIR. RDD IX>W: 

Re: ~ T seued Pu:reuant to the lletropoliten 
Water District Act of the Stat.t of Calitomia , 

T'b1a 11 in reoponae to )'Our request for our opinion 

upon the atat.:.a umer Section 5136 of R...,.. Stat. of 1873, u 

aended (U.S.C.title 12, aect.24) , o! bcmda u-d bra utro­

polihn - ter district orgmised md operati.ng umer the 

lletropo11ten Water Dietrlct Act, •• •lllded, of the State o! 

celifornia, 

In our opinion a aetropolitan water district organ-

iaed llld a:ietinl lllder tbia Act 1a a poll tical eubdhisioo 

of lbe Stat! of California, Such district 1e e.poorered to 

1'"7 s-ral property taxee 1t neceas&J7 to prorlde for pooaent 

of t.e principal of, and interest on, ita outstanding bonda. 

All bonda issued by eucb district CCIIlatitute ,.,eral obligations 

thereof, end are supported by tba g.,eral tuing pcwer poaseseed 

br tbe district within ita territorial boundaries. 

D. B. HIITER /a/ 
.Ueiatant CounM1 
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June l~, l 94o. 
3:45 p.m. 

GROUP MEETING 

Present: • 

H. 1(.J'r: 

Nelson: 

H. I(.Jr: 

Mr. Thompson 
Mr. Gtlaton 
Mr. 8ull1van 
Hr. Neleon 
Mr. Haas 
Mr. Cochran 
Mr. Schwarz 
l{r. Foley 
Mr. White 
Mr. Young 
Mr. Bell 
Mrs. !Cl.otz 

You got my message not to miss your plane 
on accou.nt ot this meeting? 

It doesn't leave until 5:30, sir. Thank 
you very much. That was ver y considerate. 
Did you know that Dr. Lubin is going over 
as Sir Sidney's representative? 

No, I didn 't. He is a good man. 

Th1s ie going to be mostly a one war 
conversation. Firstly, I want to thank 
everybody tor all t he help they have 
given me the last couple ot weeks, which 
has made it poaaibls tor me to osrry out 
th1a special mission ot the President's, 
namely, not .to give the Allies any possible 
excuse t o eay that the United States isn't 
giving them everything they want, and you 
oan see trom what' a hie name's - Paul 
Rernaud'e meaeage last night, it looke 
ae though he was looking tor an excuse 
t o la)' down. But it he does, I want you 
to be aura to keep a written record ot 
ever ything we do so we will have a 
written record. I realize I have seen 
very little ot you and I realize sometimes 
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Sullivan: 

H. J.!. Jr: 
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I have been a lit tle edgey, but I have 
been doing about three men 1 s work, but 
t hanks for t he snlendid cooneration I 
have had from ev erybcH\y. I think I 
have been doing whnt the Preaident 
wants and I just want t o tnlte th1s 
chance and say t hank you. 

Now, t o show t hAt I don 1 t l et my boys 
down - t h is i s for Sull ivan pnd }~ . Poley 
and Hr. Thotmson - I want you to get .over 
into the hands of t he Chief Clerk , Forster, 
toni ght, a memorandum b eo11use !!r. Honk1ns 
evid ently heard o r a cnse where a r eilow 
had been aroWld town for t hree days looting 
tor a contract w1 t h t he llavy and t h e !(avy 
gave him a nr esent or ~80 ,000 to go into 
building , and t he President went through t he 
ceiling , so 11hen t hey go t through I 
stnrted t o sneak up and l::d1AOn go t very 
ugly and he said, "Secretary l!or genthau 
has never understood t his t hing and he 
never 1·1i ll unders t and it." I sai d, 
"The trouble is, I understand 1t too 
well, Mr . Ed i son , • so I sai d , "You kno~<, 
Mr. President, you told the l.avy you 
wanted the t hing t o cont i nue, as r a r as 
profits a r e concerned , to go t hr ough the 
Treasury,• and I said, "It does , and it 
does not go t hrough t he Navy. The Navy 
got t his little thing t hrough, al t hough 
you told t h em not to.• So t hen Bob Jack son 
snoke u;> and said, "The tnx1ng powers and 
regulatio n or taxing nowera a re entirel y 
w1th1n the Tr easury,• so the President 
said t o me 1n a stage Whisner , he said, 
•Henry, I want you to nrepa.re a memo randum 
for me t o s i gn t o the Secretary of the 
Navy directing him t hat nll contracts go 
through t he Trea sury nerta1ning t o Vi nson­
Trammell or anything else tha t has taxation 
in it." Hr. Sullivan, I m11.de good. 

I'll say you did . 

All right. Get 1t over t onight yet. I 
don't have to see it. You t•~ fellows 
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Sulliv&n: 

H. M.Jr: 

H.U.Jr: 

Thompson: 

H.M.Jr: 

\ 

~/hi te: 

H.M.Jr: 

Foley: 

- 3 -

cooperate and get it to Norman and get it 
into Forster's hands t onight. Edison la 
eo eora that he wouldn't even say- vall , 
he vas Just turioua. He got so ugly about 
lt, he said, "Well , why do I have to do 
these t h ings? Why th3.a Vineon-Trammell 
and the i·Taleh- Haaley and the Wages and 
Hours? • He said, "How can I get &nyth1ng 
done?• He got ao mad he spilled the vbole 
beans. 

He may feel vorse next veek, because there 
is a fight going on on the Hill now, and 
it looks ae though they are going to bring 
al l Army and Navy contracts under V1nson­
Trammell and lover it 7~. 

Wall, anyway, I wanted you fellows to know 
about this thing and it ia in your hande, 
and please get it over v1th tonight. 

(Mr. Bell entered the conference. ) 

Mr. Bell didn 1 t hear my 11 ttle speech. Ifill 
you (Thompson) repeat to Bell what I said? 

Yea . 

And you (Klot~) make a note th1e 1a not 
tor Csptain - the only other thing , you 
tell Bell - the only other t hing is this: 
I think Harold Ickes wanted to know if 
ve vere still sending money orders to 
Italy. I said I thouGh t we were sending 
money orders to all belligerents. I asked 
Jim Farley and he aaye, • vall, you opened 
my mall sacks.• Now, thle vae a nice 
Cabinet meeting. 

Only on the inccming mAil, not the outgping. 

I said to Mr. Hull - he says, "I don't know 
anything about it.• I said, •Yes you do. 
We don't do anything on the stuff going 
out, only on t he incoming atutf.• He aa1d, 
"As far as I know, you don ' t. • 

Mr. Secretary, we are not doin~ IUI)'th1ng 
about Italy, because Italy ian t in the freeze. 
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Foley: 

11hlte: 

H. H.Jr: 

Foley: 

H. H.Jr: 
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H. !I.Jr: 
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Ire might be abl e to do aonething about thoae 
coney orders 1! --

No, 

Suppoa1ng 1! they ~<anted to send money to 
Germany or 

They can. Nobody 18 stoopi ng them. 

They can now. I say 1! we out 1t on t he 
Gercan --

But they are not go ing t o let us . The 
State DepArtment d isan~roved. 

Hr. Hull sat t here and ac t ed as if he knew 
nothing about 1t. 

That 1s t he t hing we 11an t ed to t ake care o t. 

He also said this i s t he TreAsury' s business. 
I said, •ltny, Cordell , you knolf about this. • 

Not only does he know 11bout it, but t hey 
j us t disapproved of our recommendat ion t hAt 
1t be done . I asked Berle specifically, 
"Is t his your oni ni on you are g1ving or is 
it Secretary Hull 's? " and he sai d," Secretery 
Hull has been i n on it and it i s t he State 
Department opinion.• 

Jim Ferley's attitude vaa I opened t he ~11 
sacks so be baa notht ng t o do v1th it. I 
asked Cordel l what about t h1a t hing and be 
sal e, •I don 't know anything about 1t.• 
I ac reneatlng verbatim. This is all 1n 
the f amily. So inasmuch ss he doesn't know 
anyt hing about i t and Jim Farley doesn ' t care , 
will you fix ne uo aomet hl ng, Bell , and 
1-!onda:y 1re will ttx up someth ing - I am 
t hinking awfUlly fast . lfe will stop all 
money orders , possibly to everybody, And 
then l et the Allie s open uo a branch post 
office here and we 111ll let them go through 
them or somet hing 11ke that , but s eriously, 
why don ' t t he Engl ish have a oost office 
here and accep t money or ders t o go acrose? 

41a 

Regraded Unclassified



Wh1te: 

li . M.Jr: 

Wh1te: 

l'ole7: 

H. H.Jr: 

White: 

R.M.Jr: 

H. M.Jrl 

White : 

H. M.Jr: 

IC.lotz: 

H.H.Jr: 

Bell: 

li.H.Jr: 

- 5 -

'l'hl\t 1a the exohenge control that ve vant 
t o 1111po ae • 

Vall &n)'V&)', 1t ie p erfectly ailly to let 
them continue to aend money out of here. 

That u the ney thing. --

That 1a vhy ve said there ought to be a 
general frena . 

Hov about me, what di d I a&)'! 

You agreed v1th it, t o b egin v1th. 

I atuok by it. 

That ia right. 

What I sai d vas - t he hyateriool remark 
I made vas, I vasn 1t going to plug one 
hole 1n the aieve. 

Yes, yea. 

Did you make a e1gnal to b1m7 

No, I didn 't do a thing, did I, Harry? 

I believe 
leavi ng. 
the help. 

you. Well all right, I am 
Thank you all agRln for all . 

Let me make th1e statement. French and 
Bri t1eh t'inanoia1 attache a vera just 1n 

and Merle Cochran dumped them on my 
doorstep and then ran i n here, and they 
raised th1e eame queaU on, part1cularl7 
about German)' and I told them I thought 
it vee a diplomatic matter and they ought 
to take it up v1th the Secretary of State. 

L1aten, D'an, I agree v1th 70u, but it 1e 
up to ua to do some thing. They have kicked 
t h1a thing around t or tvo veeka and Jim 

J'arley and Hull are s ore becauae I said it 
haa been goi.ng aJIOund for tvo vealts. I 
aa1~l 1 Nov, 70u tellova lll&ke up 7our minds 
in ~ hours or I v1ll do it on the lla1l 

aaclta,• and I did it , didn't I , and t he 
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s (l;ne t hing on t h i s t h 1nh . Let ne cleP.r 1t 
>11th t he President on Hondry. You feUo•·ts 
gPt t or:ether, tmd I will s11y , "l'r. Pres 1c1 cnt, 
t his 1 a what you want nnd l et's stArt wi th 
noney ordcrn,• and 1f !le s ~ys 1 "Okny,• we 
will g ivP t h ese o ther birds ?q hour s to 
SAY yes o r no . 

I 110uldn 1 t s t a rt ••1 t h the -:'l ney o r dere . 

You Cl' n 1 t do ooney or ders unlo•o you do 1 t 
all . 

Thtlt is r i ght . 

;{el l , h11-,ny >~eek end. Antl dt)n 1 t you (Youn 
r a ise your hand. One thin. , t i:i s 1s 
interestinr to eve:-ybody . I don 1 t kno1• 
:\bout t his , bu t: !:~rry Ho-,k1ns eo.1d the 
93 -,lpnco >~ere 1n uo,er ::,.in<' , Houlton . 
:'hey couldn ' t 6~ ncross becruoe t h e " l nnPn 
arc too ••ide P.nd t~. e t olegr n"h uoles are 
in t he \11\Y And they :•mnted - t hey wanted , 
as n l iPA nroject, 1:0 null t he t h ings down 
:md he an.td it 1·1a sn 1 t le(lnl . I M id, 
" inly don 1 t you sa>; t l.cn do•m nnd le t t hen 
sue n fter>:r rd?" 

It 1B 110rs e tr.an 1:hnt . :'he t'll.'ld is un­
serv1cet>ble Pnd " l Prge nunbt'r o f 1:!'!e 50 
nlMeB t h" t nre bo: ed do•-n t ltPre now 
hsv on 1 t budged. 

God Alm\t;hty, 11hy dic1 they s end t .. em 
t here? I t 1s .)ust cr"zy . 
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