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Secretary ot Sta te 

Washing ton 

708, sixth. 

PLAIII 

STOOEROLX 

Dated Jul7 6, 1940, 

Reo ' d ll::IS a.m., Jul7 7 

Swedish Norwegian trade agreement signed presuaablJ 

clearing but details later. !lew ocmpllD1es regi stered 

second quarter 182 capitalized 8. 416 ail lion crowns 

compared 272 Md 1!5,1 yeer ago. lla t1onal debt June ~ 

this year ~.626 million compared 2,6~4 yeer ago and 

state loans now outs tanding 2238. Reterence our 691, 

tunds due Belgium e t cetera this temporary blocking 

awa1ti.ng claritica t1on and enYisaging later clearing 

agreements those areas . '1'wo new German truclr.e on this 

market A 21 horeepo•rer 1250 lr.1los ca.pac1ty 1 ti tan 1 and 14 

horsepower 760 kilos •atlet • . 

Intol'lll Commerce . 

STERLDIG 

NPL 

• 
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T~ANSWITTAL SLI ~ 
J 

v 
2 

Cow~ cablagNa !anardecl in accordance 

witb telephone cclll!ll.lllication ot thi.s date . 

C4~TAIN D. J. MARTIN 
Aln"v. D1v .. ... o. Sotv1c~t 

MuN. 3708. ExT. 2110 

• 
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t 1 ............. 0 ,, 

~ M IL ., IhT.L "-'"• 

BFS 

July 6, 1940 

WAJ 14 
12:40 P . l!. 

P'roa London. 

fo ~!ILID 

Number 316 . July 6th. 

X 

Pa r agraph 2. R•ference your 1046. a~PYerbrook he! fnforaed 

A=baaaador thAt he hna flnall7 arr~ed to tend eo~lete plana 

Y~rk t wo eannon eonaianed to the Prealdent. JL~~~~a~or reque!tl 

that Secretary of Tre11 tury t~organtheau be informed llbove faete 

and •~eat you explai n at the •am~ tlma the•e pl a n• are for the 

Army Ordnance Je~rtment . Beaverbrook'a orig lnol plan was to 

ten a enn at well hut t here r re tvo 1n ex1~tence one here and 

on~ lost In franc•. If aa>~l• ~k 1a deolred It cAn be fUrnlohed 

otherwi~e he offert to ~k~ ~ th~ ~rk tvo ~nd r ~nd it when 

co~leted. PleA•~ od•1•• · 

Lee. 

2ri.eL : tIC' · I ,~; 
: - 4. t. 
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- -- .&&.car..-
- - - · SECRE!' 

TREASURY DEPARTMENT a 
MOADQUA .. TI ... ~ 

& 
UNITED STATES 00AST GUARD 

WASHINGTON 

6 .Tul.y 1940. 

lllJo!ORA!IJXJII TO ASSIS'I'Alll' SEX:REI'ARY GASTON: 

SubJect: Trsnster ot l'ield Trucl<e snd certa in associ a ted 
Radi o Equipment to the Nny Depart.aent. 

l. The Na y;y Deparnoent bee nrbally requeoted tbet two Field 
Trucl<a (Special wooden bodied Intelligence Trucke) , two general dutr 
radio receivers , two Slll8.ll 20 watt trsnal.ttere snd two special bith 
frequency direction fi nders be trsnoterred t o the Ne'f)' wit h appropriate 
reimbursement to the Coeat Guard . 

2, on Fridey, .Tuly 5th, the Ne17 Depertment requested thet 
the above equipment be delivered to the Navy Deportment es soon ee 
poeeible end In odvance ot an otflci al writt en request . On th1a date 
a telephone ~equeet wee r eceived t o withhold delivery until t urther 
notice ee some ditticultiaa hove developed wi t h t heir preeent plene. 

) , It is understood, unotticiall;y , tbet t he Nev;y Depert~ent 
hu been dir ected b7 t he Preoidont to oend men end equipment t o 
South AEerlce tor the purpoee of locating unlawtull7 operated redio 
otet l ono. As they do not beve proper equipment available tor this 
purpose t be;y ere requesting Coast Guard eaeiat ence , 

4, As tar as I know Secret ary llorgenthaa has not been advleed 
ot t hie utter, 

~~ 
R. R, WAESCBE . 

Regraded Unclassified



MEKQJW!DUM Ju1;r 6, 194o 

Re: Amorti~ation tor Inoome Taz 
Purposes ot Eaergeno;r 

PaoUit1ee 

I 

PROPRIETY OF RAPI D AMORTIZATION OF !MERGENOY 
FACILITIES 

1 . Sound Accounting 

Price, eo t ar all possible within the colllpetit1Ye frame­
work, includes a charge tor the oonetant decreaee in 
value ot productive tacUitiee. Tax polic;r reoogni~e• 
tll1e tact b;r permitting as a deduction troa groee income 
the lose in value occasioned b;r ordinar;r vear and tear 
and obeoleacence: a portion ot total receipte ie thue 
regarded ae a return ot capital rather than as profit or 
taxable income. The large depletion deductions allowed 
in extractive industries emphasize the same principle. 
Although the useful life of nev facilities presently re­
quired will be largely determined not by the operation 
of physical forces and obsolescence but by the period of 
emergenc;r, it neYertheleae eeema wboll;r apnropriate to 
make ailllilar provision for' amortizing the cost ot such 
facUit1ea during the emergano:r :rears. If emergeoc;r 
facilit ies are denied full amortization an abeurd1t;r 
will result -- tazee, intended to be levied on protite, 
will be iwlpoaed on ooete. 

2. Price 8tabili~et1on 

Refusal to make provision for this extraordinary obeolee­
cence may affect the price structure in at least three 
W&78! 

(a) Unless amortization rates are fixed betore 
oontraote are let, unoerta1nt:r vUl lead the 
producer t o innate orioe in order to ooYer 
the rielt whioh such. unoerta1nt;r entaUe. 
'l'bue an element of instability 1e a.dded to 
the price etruoture. 

4-A 
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(b) It r~id amortization 1B de.nied, the pro­ducer will eeelt to innate price to coYer 
the &IIOunt ot the tax. Thue the tax will add little or nothing to net revenue. 

(o) B7 retueing to allow deduotione tor amortiz­ing ooet, the Government w1ll be lend1na 1te eanotion to what aay well be groes OYeretats­ment of profits and the spiraling of prioee. 
Ae World War experillnoe has shown, thU in turn generally leads t o over- oxpaneion of plant, exceeetYe accumulation of 1nventor1ee, exoeeeiYe d1Yidende and particularly epeo­
Ull\t1Ye exoeeeee in etook and oommod1t7 pr1oes. Thus the difficulties of the cor­rective period ¥n1oh must inevitably follow the emergency will be graYely, perhaps 
dangerously, accentuated. 

The etteot ot prioe inetab1l1t7 on fiscal policy need not be emphasized, 

3. Wor ld Var Precedent 

The need for emergency amortization was clearly r ecognized during the World War. Then the Treasur7 ohose to operate through tax retunde after the War rather than through tax deductions during the War. Today Government and business are both eager to profit b7 our experience and, eo tar ae possible, to avoid the cos te, delays, and bitternes s rooted in the uncertainties of our 1918 policy. 

II 

OPERATION OF PROPOSED STATUTE 

1. Basio Princi ple 

It the prec1ee period of the eaergeno7 could be determined, amortization of ooet would otter no difficult)'. It would be easy and f air to amortize OYer the known ueetul lite ot the property. But the length of the emergency cannot be deterained at th1e t1.8e, eo a cho1oe J:lllet be •de between postponing the day ot settlement and dealing with the problem now. In our view the latter oouree 1s preferable. Four rears 1e our beet judgment e,e to the period of emer­gency; we propose, therefore, 25' per annu• ae the maxi.u• rate of amortization, 
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2. Read.1uataente 

It the eaergeno:r enda before the expiration ot the tour­
year period, the bill reoo1111eDda that the taxpqer be 
pel'll1 tted to reallocate the a110rt1zation ot ooat oYer 
tbe period between the date ot oonetruction end the aD! 
ot the emergency. This il i.-portent because ·unul oap1tal 
1a reooYered there can be no profits or taxable 1n-. 
It the emergeno:r ends in lees then tour ;rears, therefore, 
80118 readJustments lillY be required. 

3· Plex1b1litY 

Within the tour-year period the taxpqer 1B not toroed 
to deduot 25~ eaoh :rear, but is pem1tted to allooate 
hie deduoUona oYer the tour-year period ao that no more 
thaD 5~ 1B taken c!:u.ring the tiret two :reara, end no more 
thaD 75~ dur1.ng the first three :rears. Thia measure ot 
fiex1b1lit;r 1a accorded in order to pemit the taxpayer 
to relata hie deductions to hie prot1te. The exigencies 
ot production may prevent profits until the aeoond or 
eYen the third :rear. A more rigid rule might penalize 
the producer tor o1roumetanoee beyond hie oontrol. 

~. OerUtioate ot AdY1Borx Oolll!l1u1on 

No taxpayer oan aYa1l himeelt ot the benet1ta ot the Act 
unlees prior to the date ot oonetr11ot1on he baa obtained 
a oertit1oate troll the AdY1eory Oomm1as1on atat1ng that 
the proposed tao111t1ea are neoeeeary or desirable 1n 
the interests ot national defense during the emergency, 
Dieoretion 1e lci!Bid with the Ooa1ee1on to 1eeue oert1t-
1catee with reference to tac111tiea ab8ad;r conatr11cted 
or in process. 

III 

ADVAN'UGES 

1. It will get the e•ergenc:r tacil1Uea built. On th1a point 
there oan be no dispute, 

2. It will enlist priYate oapital, thereby oonaerY1ng public 
cred1t, 

3· It 1e log1oall;r related to the period ot eaergeno:r. The 
only queat1on can be ae to our Judpent regardlng the 

4- c 
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length ot thh period. !he d1tterenoe in UD1t ooet ot 
the ultiaate product aa between tour ;reare on the one 
band, and three or tiYe ;reare on the other, w1ll be 
el1ght. 'llhere tul'll-oYer ot capital takee plane t1Ye 
ti•ee a ;rear, the d1tterence between 6t- depreo1ation 

w and 25- depreciation and aaorti&ation will 1ncreaee the 
coet ot the product b;r about 4-. Th.-etore, 1f three 
;reare or t1Ye ;reare eboul,d be ueed rather than tour, 
there would be a variation in the selling pr1oe ot onl;r 
about ~. 

~. It will operate ewittl;r. B;r this criterion an;r propoeal 
which would perDiit a~~~orti&ation rates to be negotiated 
1n each caee ae an element ot the procurement contract 
1a dangerouel;r YUlnerable. 

5. It ie detin1 te and oerta1n, and will be so recogn1%.ed b;r 
~sinees. It will aYoid the costl;r and protracted liti­
gation which reeulted trom the post-emergeno;r eettlement 
polic;r during the World War. With amorti&ation ratee 
clearl;r determined, prioee and price policies can be 
tixed and contracts closed. 

6. It will not encroach on Treasur;r re'l'enues. AeiiWIIing a 
pri'l'atel;r tinanced three billion dollar progra~~~ oYer a 
tour year period, annulll: income tax receipts during the 
emergenc;r will be leeeened b;r not more than $125,000,000. 
But even this relativel;r small amount will not neoenar1l;r 
be loet to the GoYerDmentl 

(a) Beoauee the expenditure ot three billion 
dollare will currently generate taxable 
income in other bande; 

(b) Becauee arier theee deductione are con­
IIIQied, larger prot it e will be aYa1lable 
tor exoees protite and other income tax­
ation; 

(c) Because many w1ll &alllQie -- with good reason 
that tax rates are l1kel;r to be 1ncreaeed dur­
ing and atter the e•ergenc;r, and tor th1e 
reaeon will obooee to uort1r.e oYer a longer 
period than tour yeare; 

(d) Beoauee the 111pulee to pa;r larger d1Yiden4e 
dur1Dg the e•ergeao;r aa;r well be eutt1oientl;r 
etro~~g to induoe •n•gemeat to take --.ller 
deductione, tbue treeing larger eume tor d1e­
tr1bution to etockboldere. 
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Beo. __ _ AMORTIZATION OF COST OF DEFENSE FACILITIES, etc. 

Section 23 o! t he Internal Revenue Code (relating to de­
ductions !rom gross income) is amended by ineerting at the end 
thereof the following : 

{t) Amorti~ation o! Ooet o! De!enee Facilities , etc. 

(1) When used 1n this section, unless the oontext 
otherwise requires --

{A) •Emergency facilities• means buildings, 
maoh1nery, equ1pment, or any other capital improvements. 

(B) •constructed• means constructed, erected, 
converted, installed, or acquired. 

(C) 1 Advisory Commission• means the Advisory 
Comoiasion to the Oounoil or National Defense. 

(2) In the oaee or eoergenoy faci lities constructed 
on or after the emergency deolared by the President o.n September 
S, 1939 , and during the oontinuanoe or euoh emergency, the tax­
payer may deduct tor amorti~ation or the cost or such emergency 
raoilitiee an amount e qual to the coat t hereof , or or the coat 
or construction, ae the Advisory Commission may determine, which 
amount the taxpayer may allocate over the first tour year tax­
able period, or over any longer period which doee not exceed the 
eatimnted normal useful l ite or such emergency !aoilitiee, com­
mencing !roc the date or cons truction, at a r ate not exceeding 
25~ or such cost !or the !iret taxable year, 50~ !or the !1ret 
and second taxable ye8re, and 75l' tor the !1.ret, second and 
third taxable years; provided that any deduction eo made ehall 
not t hereafter be revieed by the taxpayer, e.xceot a e provided 
in paragraph (4) . Deductions made pureuant t o this section shall 
be reflected in the taxpayer ' s book.s or aooount, in hie reports 
to shareholders and in his reports to any governmental agency. 

( 3) Thie seot ion shall not apply unless prior to 
the oonetruotion or euoh emergency facilities the taxpayer hae 
obtained a oerti!1oate !rom the Advisory Commission that suoh 
energenoy !acilitise are neceeeary or deeirable in the interest 
or national defense during the emergency. I! euch emergency 
facilitie s have been conetructed orior to the ieeuanoe or euoh 
cer tificate, the Advieory Oomoieeion, in ita discretion, may 
certify that euch emergency facilities Shall be within the 
scope or this provieion. 

(4) It the emergency declared by the PPeaident on 
September S, 1939, ehsll be ended before the expiration or t our 
taxable years, the taxpayer, a t hie option, shall be enti t led 
to re-allocate the amorti~ation ot the ooet ot such emergency 
facilities over the period between the date or ocnstruotion and 
t he end or the emergency. 
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COPY 

Sec. ~~ORTIZATION OP COST OF DEFENSE PACILITIES, etc. 

Section 23 or the Internal Revenue Code (relating to 
deductions from gross income) i s amended by inserting a t the end t hereof the follO\dng : 

(t ) Amorti~ation of Cost o f Defense Facilities , etc. 

(l) uben us ed i n t his section, unl ess the context otherwise r equires - -

(A) "Emergency tao1li t 1eo• means buildings, machinery, equipment, or any other capi tal i mnrovements . 

(B) 1 Constructed1 means constructed, erected, converted, ins t alled, or ac~ired. 

(C) "Advisory Commission• means the Advi sory Commission to t he Council of Nat i onal Defense. 

( 2) In t he ca se or emergency r aciltties construc t ed on or after Sept ember 8 , 1939, neoesoary o r desirable in t he interest or national defense, and during the continuance or the emergency declared by the Pr esident on September 8, 1939, the taxpayer may deduct fo r amortization o r the cos t o r such emergency f acilities 
an amount equAl to the cost t h ereof, or ot the cost or construction , as t he Advisory Commiss ion may de t ermine, which amoun t the tax­pAyer mny allocat e over any oeriod , commencing from the dAte or construction , which does not exceed the estimated normP~ uoetul 
lite or auch emergency facilities, a t a rate not exceeding 25~ or such co s t t or the f1rat taxable year, 50% t or the fi rst and second taxable years, and 75% tor the first, second and third taxable years; provided that any deduction so made shall not t hereaft er be revised by the taxpayer, except as provi ded in par agrBoh (4 ) . Deductions made pur suant to t his section shall 
be r efl eoted in t he t aX))ayer 's books or account, in his reports t o shareholders and in his report s to any governmental agency. 

(3) This secti on ehall not apply unless prior to the construct i on ot euoh emergency fac i l ities the taxpayer has obtained a certif icate from t he Advisory Commission t hnt ouch emergency fac111t1ee are necessary or desirable in the interes t or national defense during the emergency . It such emergency f aci lities have been constructed orior to the i ~ouance or such certitioate , t he Advieory Commission, in ite discretion, may certify tha t ouch ener gency fac ili t ies shall be within the scope ot this provis i on. 

(4) If the emergency declared by t he Pree1dent on September 8 , 1939, ehall be ended before the expiration ot tour taxabl e years, the taxpayer, at hie opti on, ebal l be entitled to re- all ocate t he acorti ~ation ot the coat or euoh emergency 
tac11itiea over the oeriod between t he date ot cons t ruction and 
t he end of the emergency. 
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(5) The amortization allowance herein proTided ehall 
be 1nolueiTe ot depreo1at1on but exolua1ve ot anT other allowable 
deductions provided tor under the varioua Ohaptera and Subohaptera 
ot the Internal Revenue Code, and ahall be allowed as a deduction 
1n detera1n1ng nat 1noome aubjeot to 1nooae, excaea-prot1te, 
and other taxes thereunder. 
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a.: .Uort1&at1on tor Incoae 'fax 
Purpoaaa ot laergaDO)' 

J'aoU1!1ea 

I 

Jul)' 6. 191io 

PROPRIErY or RAPID AMOR!IZATIOM OJ' IMIRGENCY 
FACn..I'l'IU 

1. Sound .Accounting 

Price, eo tar aa possible within the coapetitiYe rraaa­
vorlt, Ulcludea a charge tor the conate.Dt decrease in 
value or productive raoilities . Tax policy recognise• 
this tact by permitting as a deduction rroa gross income 
the loaa in value occasioned by ordinary wear and tear 
and obaoleaoence: a portion or total receipts 1s tbua 
regarded ae a return or capital rather than as protit or 
taxable income. The large depletion deductions allowed 
in extractive industries eaphaei&e the aaae principle. 
Although the ueetul lite or new raoil1ties presently re­
qUired will be largely deterained not by the operation 
or physical tore .. and obsolescence but by the period or 
•argeno)', it neYertbeleee aeeaa wholly appropriate to 
aalte a1a11ar provieion tor aaorti&ing the ooet or auch 
racUitha during tha eaerganc1 11are. Ir emergency 
racUitiea are denied tull aaorti&ation an absurdit1 
will reault -- taxee, intended to be levied on protita, 
will be 1apoaed on coste. 

2. Prige 8tab1li5&t1on 

Rerueal to aalte provision tor this extraordiii&J'y obaol .. -
cence 11&1 arreot the pr1ce structure in at least three 
vaJe: 

(a) Unleea aaort1zat1on ratea are tixed betore 
contract• are let, unoert&1nt1 will lead the 
producer to innate pri ce in order to coYer 
the r1elt which such uncertainty entalla. 
!hue an eleaent or lnatability 1a added to 
the price etructure. 
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(b) If rapid aaortiaation ie denied, the pro­
ducer Will eeek to 1nflate price to coYer 
the amount of the tax. 'l'hua the tax 11111 
add 11ttle or nothing to net rnenuee. 

(o) By re~eing to a1low deductione tor aaorti&-
1ng coat, tbe Oovernaent 11111 be lending 1te 
sanction to what may well be groaa OYeretate­
ment of profits and the ep1raling of prioee. 
Ae World War eXperience hae shown, thie in 
turn generally leade to o•er-axpaneion of 
plant, exoeaa1•e aooumulat1on of 1nYtntor1ee, 
exoeseiYe d1Y14enda and particularly epeo­
ulat1ve exceeees 1n stock and oo .. odity 
pr1oes. Thus the d1ffioultiee of the cor­
rective period which must inevitably follow 
the emergency will be gravely, perhaps 
dangerously, accentuated. 

'l'he effect of price 1netab111ty on f1ecal policy need 
not be emphasized. 

3. ~orld War Precedent 

'l'he need for emergency amortisation waa clearly recognized 
during the World War. 'l'hen t he freaeury choee to operata through tax refunde after the War rather than through tax dtductione dur1ng the War. TodaT Oovernaent and bueine88 
are both eager to profit by our experienCe and, so far u pcaeible, to avoid the coeta, delaye, and bitternaee rooted 
1n the uncer tainties of our 1918 policy. 

II 

OPIRA'l'IO!f or PBOPOUD 8'U'f!JT& 

1 . Bae1c Pr1no1ple 

If the prao1ee period or the emergency oould be detera1ned, 
amortisation or coet would otter no difficulty. It would 
be easy and fair to a..ort1ze OYtr the known ueeful 11ft of 
the property. But the length of the .. ergency cannot be 
detera1ned at thie t1ae, eo a choioe .uet be aa4e between poetpon1ng the day of aettlement and deal1ng with the 
problem nov. In our v1ev the latter oour" 18 preferable. 
Pour yeare 11 our beet Judsaent u to the per1od of ••r­
gency; w• propoee, therefore, 25~ per annua •• the aaxlaua 
rate of aao:-t1sat1on. 

' 

s 
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2. ReadJust ments 

It the emergency ende before the expirati on of the tour­
year period, the bill recommends that the taxpayer be 
permitted to reallocate the amortization ot cost over 
the oeriod between the date ot construction and the end 
ot the emergency . This is important because until capital 
is recovered t here oan be no profits or taxable income. 
It t he emergency ends it: less than tour years, therefore, 
some readjustments may be required. 

3. Flexi bility 

Within the tour-year period the t axpayer is not forced 
to deduct 25~ each year , but is permitted to all ocate 
hie deductions over the tour-year period eo tr~t no more 
than 50% is t aken during t he first two years, and no core 
than 75~ during t he first three years. This measure of 
nex1b1lity is accorded 1n order to permit the taxpayer 
to relate his deductions to his profits . The exigencies 
ot production may prevent profits until the second or 
even the third year. A more rigid rule mi ght penalize 
the producer tor circumstanc es beyond his contr ol . 

4. Certi ficate of Advisory Commission 

No taxpayer can avail hi mself of the benefits of the Act 
unless prior to the date of construction he has obtained 
a certificate from the Advisory Commission stating that 
the proposed facilities are necessary or desirable in 
t he interests ot national defense during t he energency. 
Discretion is lodged ·~th the Comciseion to issue certif­
icates with r eference to facilities already constructed 
or in process. 

I II 

ADVANTAGES 

1 . It will get the emergency tacili t1ea bu1l t . On t hi s point 
t here can be no dispute. 

2. It will enlist private capital, t hereby conserving oublio 
credit . 

3· It is logically related to the period of emergency. The 
only ques tion can be as t o our Judgment regarding the 

7 

) 
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1--'h ot this pel"1od. !be 41ttereooe 1n unit ooet ot 
the Ill taate product as Mtlreeo tour )'tara on tha one 
band, and three or five yeara on \l1e other, will " 
alight. Where turn-o.er of oapi tal taku place fln 
tiaea a year, the difference between 6l. depreciation 
and 25' depreciation and amortisation w1ll increase the 
coat or the product by about 4.. Therefore, if three 
yeara or five years ebould be ueed rather than tour, 
there would be a variation 1n the eelllng price of only 
about 1,. 

4. It w111 operate ewlftly. By thll cr1 terlon any propoaal 
wh1ob would permit amortisation ratee to be negotiated 
1n .. oh case aa an eleaent of the prooureaent contract 
ia 4angerouely vulnerable. 

5. It ia definite and certain, and Will be eo recognized by 
bueineu. It Will avoid the costly and protracted 11 U­
gation which reelllted froa the poat-eaer£enoy eettleaent 
polio)' during the World War. With amortization ratee 
clearly determined, prices and price policies can be 
fixed and contracts closed. 

6. It Will not encroach on Treasury revenues. Aesumlng a 
privately financed three billion dollar program over a 
tour year period, annual 1nooae tax receipts during the 
emergeno7 wlll be lessened b7 not more than $125,000,000. 
But even thla relatively eaall amount will not neoeeearily 
be loet to the Government: 

(a) Beoauee the expenditure ot three billion 
dollars w1ll currently generate taxaole 
lncoae in othet' ~e; 

(b) Beoauae after these deductions are con­
auaed, larger prot1 ta w111 be available 
tor exceee profits and Other income tax­
aUon; 

(c) Because many will aulae -- with good reason 
that tax ratee are llltel7 to be 1noreaeed dur­
ing and after the emergaocy, and tor thia 
reason will chooae to amortize over a longer 
period than tour )'sara; 

(d) Because the 1apulae to pay larger 41rldenda 
dul"1ng tile eaergenoy aa)' well. be wtnclently 
etrong to induce aanagaaent to take .aaller 
deductione, thua treeing larger auaa tor 41e­
tl"1but1on to etocltbollera. 

8 
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Bee. AMORTI ZATION OF COST OF DEFENSE FACILITIES, etc. 

Section 23 or the Internal Revenue Code (relat ing t o de­
ductions f r om gross income) i s amended by inserting at the end 
thereof the f ollowing! 

( t ) Amortization or Cost or Defense Facilities , etc. 

(1) When used in t his section, unless t he context 
otherwise requi r es -

(A) "Emergency raoilitiee• means buildings, 
machinery, equipment, or any other capital improvements . 

(B) •constructed" means constructed, erected, 
converted, installed, or acquired. 

(C) "Advisory Commission• means the Advisory 
Commission to t he Council of National Defense . 

(2) In the case or emergency facilities construc t ed 
on or after the emergency declared by the Presi dent on September 
8, 1939, and during t he continuance or such emergency, the t ax­
payer may deduct tor amortization or the cost of such emergency 
f aciliti es an amount equal to the coat t hereof, or ot t he cost 
of construction, as the Advisory Commi ssion may determine, which 
amount the taxpayer may allocat e over the firs t tour year tax­
able period, or over any longer period which does not exceed the 
estimated normal useful l i fe of such emergency facilities , com­
mencing f r om the date of constructi on, at a rate not exceeding 
25~ or such cost for the f irst taxable year, 50~ for t he first 
and second taxable years, and 75~ tor the first , second and 
third taxable years; provided that any deduction eo made shall 
not thereafter be revised by the taxpayer, excep t as provided 
in paragraph (~). Deductions oade pursuant to t his section shall 
be r eflected in the t axpayer's books or account , in his r eports 
t o shareholders and in his r eports to any governmental agency . 

(3) This section shall not appl y unless prior to 
the construction or such emer gency facil i ties the t axpayer has 
obtained a certi ficate from the Advisory Commiss i on that such 
emer gency f ac111tiee are necessary or desirable in t he interest 
ot national defense during t he emergency. It such emergency 
facil ities have been constructe~ prior to the issuance of such 
certificate , the Advi sory Commissi on , in 1te discr etion, may 
certify that such emergency facilities ahall be within the 
scope of this provision. 

(~) I t t he emergency declared by t he President on 
September S , 1939 , shall be ended before t he expira t i on ot four 
taxable years, the t axpayer, at his option, shall be entitled 
to re- allocate the amortization ot the co st or such emergency 
facil i t i es over t he period be tween the date of constructi'on and 
the end of the emer gency. 

( 5 ) The amortization allowance herei n provided ehall 
be lncluslve or depr eclatlon ~t exc1us1Te ~ any ot her allow­
able deductions provided for under t he various Chapters and Sub­
chaoters or the I nternal Revenue Code, and shall be allowed as 
a deduction 1n determini ng net i ncome subJect to income , exoeas­
orofits, and other taxes thereunder. 
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DEPARTMENT OF STATE 

WASHINcnoH 

~ horetarr o~ State preeen'• hl• ooe~plla•nh 

to tba Honorable tba hor•t&l'1 o~ tba !re'aev)' &114 

enol.oe .. a oopr o~ te1•sr• no. 111112 o~ Jal.7 e, 1i40 

' o tb8 .AMl'ioan Jfabuq at Loadoa. 

bo1olllll'8J 

: 

to Loll4on, ao. 111112, 
Jlllf o, 1940. 

... 

, ... 

Regraded Unclassified
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A:!El.!BASSY 

LOUDON. 

1592. 

TELEGRAM SENT 

GRAY 

July 5 , 1940 

2 p. m. 

FRO!! THE SECRETARY OF THE TREASURY. 

Rtf£r t nc E your numb&r 1969, JUly 4. Working 

on Btovcrbrook' s rtqutst. Hop£ to havt answer 1n 

dAy or two. 

EA :HF:EB 

HUU. 

(HF) 

17 
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DEPARTMENT Of' STATE 

WMHINGTON 

11117 e, lNO. 

!be 8eorot&r7 of Stoto pro•ont• hi• oo~iaon'• 

to Q1o Honorable the llooret&r7 of the 'rrO&nJT, 

aa4 onoloo" one OOPJ' of P&riiPhruo of tel~ 

lo. 2028 of Jul7 e fro. Lo114on. 

Regraded Unclassified



J'AIW'DAII ,. !II MUM UCIKrfD 

noK1 Aaerleaa •n.q, Lolllloe, ""I?•"' 
DAHl Jlll7 e, le40, 3 P·•· 

10.1 2028 

r<ll 80UT.&Br HULL .tJI1) 8~Allt MOllCJUmAD, 

I'BOll .&XBA8UD<Il UIIJIDr. 

I Juet had a hl~ho,. oell troa Moetecu •o-. 

lie .u.4 'tlhether I had reoe1Ye4 a repl7 to -r telesr­

to the Deparaeet of Jul7 1, '1 p,e,, •o. lelft. lie 

au.d parUoularl7 about the queeuoe 1e IIIIDberet 

paragrepb. tw. 

Mr. •ol'NJI ea14 that toda7 1e a1111oe 4oll.ere lla4 

beee oelle4 b7 the •auoeal 01t7 Bank. Aooor41nglr, 

11; vae urgeet that the Bank of l~~glaed ehould kllov 

Where •Uere ew04. 

AD earlr repl7 would be eppreo1ated. 

Dm~Dr. 

U1LW 

l S 

Regraded Unclassified



THE ASSISTANT RCRETARY Of' TH£ NAVY 
WA84lMGTOH 

6.Tuql940 

'l'bullt 7011 110 .uch tor your letter ot 27 JUDe 1940 
in wllioh 7011 -Dd Bear .Adal.ral 1\arl.OQI, Chief 
ot tlwl Bureau ot Ordnance, tor Me efficient 
COOper& tiOD w1 th the Treuur7 Depart.ent, X our 
~ .. in writing ie ·~ eppre­
oieted aDd I aa pl.ued to learn tlwlt t1w1 A4a1ral 
wu ot ueiatence to ;rou. 

With Jd.Dd pereonel. regarde, I n.1n 

Honorable lleDr:r lloraeutbau, .Tr. 
'l'be Secreter;r ot the 'lreuur;r 

• 

• 

20 
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Regraded Unclassified



N.tlfY D&PARTIIBNT 

OmCB Oil Til& CBIBP OF NAVAL OIIEaATlONS 

WASH I NGTON 

6 J"uly 1940 

MY dear Mr. Morgenthau: 

This will acknowledge receipt by 
Admiral Stark at confidential reports , Part I -
Airplanes, and Part II - Airplane Engines, which 
intormation carries through Sune 29 . 

Yours sincerely, 

Honorable Henry Korgenthau, J r., 
Secretary ot the Treasury, 

Washington, D.C, 

= 
., .... 
--

> 

(!) 

c-
P. 

... 
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DEPARTMENT OF STATE 

WASHINGTON 

I11 repl7 refer to 
Co 7U,OOU1 I.ll.C.B./l.ae 

July 6. 1940 

ll:r dear llr. 8eoretar:rr 

I aokllowlo4ge 'ba receipt ot :rour le''-r ot J~ 2, 

1~40, 1n whioh 7011 111foraed •• of tba dee1paUoll ot 

llr, Pb1.llp YOUIIC, A.Uh,allt to tba 8eoretar;r, 'o repre­

aent :rou 1n oonneot1on w1'h ;rour datU• a• a ae.ber of 

tba Ha,1ollal llun1t1ona Control Board, 

S.11r7 •raell'haa, Jr., 

8eoretar:r of 'ba treanr:r. 

Regraded Unclassified



WA" DU'ARTMENT 
OFFitl: OF THE CHIEF OF STAFF 

WAaMINOTON 

Dear llr • Jlorg&ntbaUI 

J~ 6, 1940. 

Tbank JoU tor aendill& the reporta on airplanes 
and airplane e"41nes as tollowu 

Part I - Airplanes 
DeUTerlea ot and !lew Orders for Airplanes, 
Ma.r 1 - .Time 29, 1940; UnrUled Orders and 
Eatiated DeUTerles on June 291 1940. 

Part II - Airplane !lnginea 
DeUftriu ot aDd !lew Orders tor A1rplane 
Etl&ines, ~ 1 - .111118 29, 1940; Unt'Ulod 
Orders aDd Eeti•ted OeUftriea on June 29, 
1940. 

These tables be"" been translllitted to tho proper 
agencies tor their uae. 

The Honorable Henzy llorga nthau, 
Secretary ot the Treaa11r1, 

Washill&ton, D. C. 

Fai~ 10urs, 

' 
• 

23 
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BRITISH PURCHASING COMMISSION 

July 6, 1940. 

Dear Mr. Secretary: 

Arrangements have been made with the 

0 . 3 . Naval Attache in London f or the embarkation 

of u. s . Naval observers to certain or His »ajesty' s 

sh ips including fleet f lotillas . 

The object or this letter i s merely to 

record that vte have official cable advice that 

everything is being attended to. 

Yours sincerely, 

The Secretary of the Treasury, 
Washington, D. C. 

/ 

,. , 
~ · . 

Regraded Unclassified



• PARAPHRASE OF TELEGR»! RECEIVED 

• FROM I .American Embassy, (Par1a) La Bourboule, France 

OlTE: July 6, 1940, 9 p.m. 

Reo'd 10155 a.m. 8th. 

NO.: ~ 

FOR THE TREASURY DEPARTMENT FROM MATTHE'IS. 

This morning I drove over to see Car1guel at Clermont 

Ferrand. Car1guel told me t hat Fournier, the Bank ot France 

Governor, waa deeply appreciative ot the message rrom t he 

New York Federal Reserve Bank which you conveyed in telegram 

No. 13 or July 2, 7 p.m. , trom the Department, and'•or 
• our interest 1n the Bank or France's behalf. Cable'ex-

ohanges with the Federal Reserve he said are now proceeding 

satisfactorily, though in t ransit there is a dalay ot 

24 hours • 

.l Bank or France otric1al who bad come trom Par1a said 

t hat Cariguel told him t hat 1.n the occupied territory reeling 

against t he Bank or France wae rising at a dangerous rate. 

This wae due to the Bank 1 a railure and t hat or the large 

French banks to maintain ~.thing like an adequate supply 

or bank notes in t hat territory. There might be 1danger ot 

bank looting" unlese immediate steps were taken tor reme~1ng 

thi s s1tuatitn. .le a result or tb1e, tomorrow morning 

the Governor or tba Bank or France, Fournier, wae to head 

a convoy or several hundred Bank employeee, and or other 

large French banks, w1 th rive billion tranoa or currency 

to take back to Parie. 

END SIIC'fiON ONE, BULLI'f'l' . 

Regraded Unclassified



•otel Arranc•ente had b ... ll&4e to:r the d~ 

ot th1e ooDTOJ' .. ·n:ra1 da7e aco. but tlleJ' had not aotuall7 

eet out owing to tile ino:re~ble oontue1on 11hioll enete 

toda7 1D . .a11 goYel'tl&enta1 depart•ente in J':ranoe, e1noe 

Jdnietriee are eoattered a11 oYer th1e area and often t hq 

do not l:lan aDJ' ••ane of oo-UD1oation v1th eaoh other. 

J'or tile t1lle being, Car1guel ea1d, lle would re .. in 

1n the unoooupied terri to:r'J' at Cle:r.ont. All to:reip ax­

change dea1inge are to be cleared tro• th1e point. 

The Ott1oe dee Change• ie to reaain at Chatel GaJon. 

'rhe J'ede:ra1 Reeene llae been eent oablee rnold.Jig .. ,.ara1 

aignaturee, •o.ng th• that ot tile 8eoret&:r'J' Genera1, who 

ie going baolt to Paru. 

Car1guel ea1d that toreip exol:lanse t:raneaoUone, of 

oouree, are at a •sn'- now and haYe been oont1ned to· 

dollare tor the aoet part. Howner, he ll&4e •ent1on tl:lat 

autllor1u.tion vu g1Yen J'e•nN~~Y ror oerta1n oo-roia1 

p.,..ente in dollare to:r a tota1 -unt e-.tlat in exoe .. 

of a lla1t-111111on in d.ollare. Dea11nge 1n ete:rl1ng are no 

loncer ude bJ' the Bank. '!'he Bank ot l':ranoe "bu no 

26 

relatiou• with tile Bank of lncland, under preeent oi:r-tano ... 

Car1pe1 
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• 
Oaripel ea14 tb&' tor the pr .. eD' the Buk ot I'PaDOe 

woal.d llainta1D the 43.'1'0 w ~.eo ott1o1al tJ'allo-4-ollar nte. 

BUU.Ift. 

,. -· ~ (" 
-< .., 

p 
~ .... 
~ 

'» 

f. 
.. 

IAtLW 
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P.A!W'IIR.UII OJ' SO!IOJf 'l'JIUI, m.mux lfO. P:1 OJ' JULY e, 
1940 1'!1011 ( PAJUS) LA BOtBBOULI: 

Oari&Uel d1d uot haTe &!17 knowledge ot rates on the 

tree market other than in &w1taerlandl be bad beard that 

traneaot1ona ot trance 1D J'renob( t) at the eqltl. Talent ot 

80 to the dollar were being made. 

28 

Oar1guel waa ot course much upset - ae are al.l ottio1al.e 

ot the French GoTernment v1 th whoa I haTe bad oonYereat1ons -

by the •attack on the French J'leet• by t he British. HovaTer, 

be Y&l unwilling to toreoaet tuture deTelopments at the 

pre .. nt t1ae. He 1&1d that there 1e rapidly growing use 

by Germane ot I:Jtred1tkaesensobe1D1 good only 1n occupied 

zone1. OonTersion ot these at the 20 trance per mark rate 

must be made by the Bank ot France. 

Oou...e de MurTille had stayed on at &au.uri1, as I 

reported pr1rtouely. !oday be ie returning to Parle to 

take I.IP curreno:r and occupation payunt problns v1tb the 

German ott1oial.a. 

BoUanger 1e al.eo returning to Pari•; be had been 

in Wieeb&den. 

I droYe on to Chatel Guyon and saw Ruett attar lunch. 

I could not ••• GoYernor J'ournier, ae be baa gone on to 

Vioby troa Clermont. 

EA:LW 

/ 
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rAUJDA~~ or 811GfltW rca, • AX 110. f!'l 
01' .JIL1f I, l.J40, I p, a. , 111011 Lt. JICI+IUOVLI, 

a..tt IBTO 1114J.oauoa ._, u wu poulltle he, :ra11ber 

thaD CloYol'Dor rolll'Dlor, aS.P• be 1Jl oharp ot the Oell'IOf bMk 

1n rtw ot tbo Oorap atU ft4e -tcnrarda J\uott. I doubt thia, lhonor gooa will not at111 

aero thaD a tow dafa, !ha7 ot oourao kaalll7 4oa1ro to bacin 

bank1n& oparat1ona 1n Par1a ao that or41Jl&r7 ooaaoro1al 

naecta an4 tha roqu1roaonta ot tbe publ1o 1ll that area oan 

bo lwl4l.e4, 

lhUo I wu with lbzott, he roo01Te4 word that at llolll.1atl 

a olla1l oon1'07 ot tho personnel ot tho Bank ot FJ'anoo &114 

other banlta waa tiU"'l04 baolt b7 the Gena an author! Uoa. !he 

latter atate4 that 1natruoUona to let tho ooll'l'o7 thJ'oU&h 

ha4 not been &1'1'1n to th•. Ruott aa14 ba 41d not know llhother 

thia waa aorol7 duo to ta1l.uro to aako tho naooaa&1'7 &J'I'&IIP­

aonta with tho Oo:raan authoJ'1t1oo botorollaDd, or whether 

1t wu 48Uborah pol107 b7 tho Oo:raano ao aa to 1Doroa88 

pubUo antagoll1a to tho Bank ot J'ranoo and oth8J' J'ruoll 

bul!l , an4 to taall1tato Go:raan OIII'J'OD07 o1J'Oulat1oa, B-ar, 

pronoual7 ba ha4 ha4 the 1aproao1on ._t tho Clol'a&IIO nre 

oacar to ha'l'8 tho banka coao baok to l'ar1a an4 bac1• 

OPOJ'&UJ!C, 
.., 

Boo••• ot tho atoJ'OaODUoae4 d .... oa,._t, tho plana 

tor tho OOJI'I'07 Wb1oh wu to lo&Yo t-..w are loft 1Jl tho 

Regraded Unclassified



- 2 -

air, and aou fUrther digbt dal.q 11a7 ba experienced. 

Th1a ia a good example of the unbelieYable oontueion vbioh 

to~ reigna in the unoooupied part of France . There are 

almoet da117 trek• of K1n1etriea on vheela from one emall 

town to another, and after a few dar• lapee of tiae aoaet1aea 

back to the firat local1tT. 

BULLITT. 

EA:LVY 
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lAIAPIIBAB or aan~ rrn, m-·· 10. "' 
OJ' JULY IS, lt40, Sl p.a., ,_. (l.UUII) LA BOIIUIO'DI&. 

!lwre eeeae4 to be dolllbt on the part of bott u to 

wbat the future rolat1oae of the laak of J'raaeo 111111114 bo with 

ua; he waa eagor to h«Yo nowe of ov roaot1o11 to 1dlat baa 

telteD plaoe reoentl.7. I was unfortunatel:r unable to g1Te 

b1a •er:r muob 1nforaat1on, e1Doe we are eo 1eolatod here. 

1\uett waa not eTen oerta1J:I of 1dlat aeuur11 aa:r haTo beo11 

tuon b;r the United Stat11 to bloolt J'renob acoounh. I 

e~lained a little bow the United State• had bloolted aooounte 

for othar oountr1ee. It wu lproaature 1 now to telte up 

queet1oae of general. lioeaeee, he roaarlted. Re auuaed that 

there would be blooltina of J'renob gold 1n Ch-eat Br1 ta1n and 

Oanada. Aa for the exaot amount 1nTo1Ted he waa not eure, 

but bo ea1d that 1t wu 'leu than twent:r b1.lllon trance•. 

Ruoff wu extreme.g d!Preul4 about the 11 tuat1.on, and --
be seema to be one of the few off1o1ale of the J'renob GoYern-

ment who realizee wb&t ha• happened to J'ranoe, and who doe• 

not indulge 1n Y1abtUl. 1:h1n\;1JIC &bout the future e1tuat1on. 

Karebal Peta1n 1• a pereonal friend of Rueff' e, and Y1 tb 

the ezoeption of Peta1n, Rueff, to put it m1ldl;r, bae little 

rogard tor thou who 41reot tho deetiniea of J'ranoe at the 

!he Cklarant:r, Obaae and Rational Oi t:r B&Dlt ban their 

aeour1t1ea 1n territor:r wbloh 11 not oooupied, but the 

b.oldlJICI 
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bol41Jip ot Merpa an at ftel't, la tbo .. ._ .. ena. 
:::> • .. 

hr tile .... Dt t!looo to111' benko plala to lldatala ~ otftin 1..:.. .__. ,. 
their boa4 ott1ob 1Jl tol'l'lt017' ~- 11 "' "'f,o4 ~ 
unt11 tbo oltuatloD 11 oo...Ut olar1t1o4, i1tu11P tbeJ 

will open bud• •• tor looal uo4o at la1'1o. 

I ,.. Ulvri4 b7 both 011'1pel aD4 betf that U 70t 

tbo Gol"UJll baTO 11&40 poe1UT017 DO c1r•""o wltb I'Opl'4 

to J'NDOb toro1p eznh•np or plc\, nor bu tbo q ... u. 

boon railed 1Jl aJQ' aamaor. 

DD or asMB. 
IULLift. 

ll.tLW 
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, ....... , .... 
NT U.... Mr. Beoretarr1 

Ia OODDeot1oa with the a4aiD1otrat1oa of ~t1 .. Orler •o. 

8JS9 of .A.pr11 10. 191io. aa -e4, thlo Depen-t 11 Ollr1'e1ltl.T 

reoe1'f'iq a ov.ltoto.Dtlel -ber of oppUoaUou tor llo-• 11111oll 

woul4 perait the tr&Defer to •o~, u4 1D a t"" ou .. to the 

otllor -trleo oonl'M b7 - :IDouu .. Orler. of 1'\aab belollc-­

iDC to pereoa• reo1d1q 1D thlo OO'IIIltl'7, 11111oll 1'\aab are to be -

tor t ho 1011pP0rl of relau ... &114 trl.U.o 1D the C011Jltrlee oo ... M4 1>7 

well Sxoouu ... Order. Ia ..,., ot the oaaeo the -=t to be._, 

to ,.q oae poroon 1o aot 1D emeoo ot .100 per •oath. 

!rhlo Deparh~eat voul.cl eppreo1ate reoeh1.ac the ..ten of the De­

part•eat ot State with reepec:t to tho llooaotac ot IUh tl'IIDuotloao. 

T 117 troal.7 TOVI, 

(S1pe4) D. V. 'lieu 

.A.otiDC leoretarr of the freuu7. 

(oc.t) 
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. . . ..... . 

toa Men.ou LepUon, 'lila Jlacu, lo~rl~ 

10~1 :11? 

Dl!la Jul7 e, li40, • p.a. 

!be Departllent 1o reoo1't'1DC D-1'011• 1aqu1rUo tl'ca 

.Aaer1oaD o1Usen• 1D rec-M to tbe otatuo aD4 proteouoa 

of their 1ntoreoto 1n the lothel'l~. !booo 1ntoreoto 

ooD01ot of baDk 4opooUo, real aD4 poroonal propol'tJ' 

1DolwUDC aoroban41•• on oona1s-nt aD4 1Dher1taDooo, 

1nwranoo pollo1eo, aooowato reoa1Table, et oetera. 

Plea•• telegraph aAJ 1nforaat1on now aTailable Wh!ob 

woul4 be helph1 t o the Deporaent 1D 1"'pl.J'1.Dc to the .. 

oo-.mJ.oaUon• aD4 koep iho Dopu1;aent ourrentlJ' 1Dfo1'1104 

bJ' telogr• of 111pol'taDt 40ftlopMDh 1D th!o OODDOOUoa. 

In panioulal' aN tbere aDJ' 00114.1 UODO 1&D4or Whiob li&Dk 

4opooUo or other ~ ouoh .. oaob Yalu .. ot 1DOUI'aDOO 

pollo1oo u4 ooour1Ueo, prooeo4o of onat .. ,. ao-.to 

reoo1Yable, ot ootora, ..,. be real1so4 aD4 (a) •liP•II4o4 

looallJ', or (ll) tr.uterro4 to tbe Vn1to4 ltateot It eo 

ple .. e opeo1i7 ooD41t1ono aD4 prooe4Yro. 

'lila Dopertllent propo .. • to 1Dtora the oppropr1au 

oouulal' ott1oor f- tlao to t1ae ot epocd.t1o o .. •• 

bJooucllt to U• attauon 1D wblob .a-noaD ·oU1s ... haw 

1atoreote 1D tbe lotberl&D4o, aD4 to roqaeot h1a to 

1nnoUpto 

34 
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1nnet1gat1 and report the etatue thereof, aJI4 lhoul4 

oooal1on ar1 .. to extend euoh proteot1on to the .&aer1o1Jl 

1ntereet1 1n.olTed a• maT be aPPropriate and teaa1ble. 

Ba'fe JOU an1 euggeat1ona or oolllllent to aaket 

B1lLL (BL) 

Regraded Unclassified
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• • l.J), , W,l), 
l •taUn :r.. .. ou 
llallaUa •· lO 

hlT e, lHO. 

!!'be Woraetion contained in th11 eerl11 

ot Bulle\1111 will be reetrloted t o lteae 

hoa off1c181 eourcee which are reaeoll&bl7 

oontlnaed, !he le110111 neceeeor117 ore 
tentaUn and 111 DO 11111e aature 1tud111 

110'.\'11 !l'ba officer vbo nbmltted t.hio ••orandua 

11 a M,jor ot .irttu..,. 111 the Br1Uah JzwT. Be 

eer"f'ed u a re~Pllor offi cer ot Jield .irt1lle17 t.hro1aP­
out t.he w t wor, re1ipld eom1 7&or1 l ater, and wae 

called bock r e0111tl7 to act1Te dut)" 011 the etatt ot 
t.he B. ll.7. Dllr1D« t.he ca.pail!ll 111 Belpua !Ia .,... 

eecolld 111 COIICIIand ot a rogillent of ll&bt art111117, 

1, lntrodDOtlon. 

!l'be tollowizle r ec01111811dntlone .-1 d.nc our dle­

CUIIiolll ere contlned t o t.hou M}>eota ot t.he reo.,t warfare 111 

l'lalldere of 'ldUch 1 baTe bad pereolltll &llpll'lance, !bq are .-pit­

fled b7 our further diecuelio111 wlt.h ICftJor Oenaral --------. 

Other lllp&Ch ahould be wppl•ented b7 t.he experlance of otber 

.. 0t10111 of tha JzwT .etch haTe baoll oaUted, !l'ba COIIClUilOIII 

are larpl.7 11a1ted to nc&'lltiolll on equi~t, ""-e the 110d 

preoalnc probl• ln d&TiloplDC a larpr O'nltad lltatle .irrq 11 to 

euure t.het lt 11 rm>Tided with t.he ricltt ....,.,.... .., toctlc• 

111 thl b.ud.llnc of -"onhed 'CZIIUI are 01117 ll&btl7 toacbed ...,..... 

!Mir coTer a wider field and IIUit be dealt wit.h .. paratelJ, 

Oerllall IQCCIIIOI were &11101\ c t t.r.17 due to \be­

ot uav -ured equ1Ja811t and prepollde..-e ot alzocratt. !hie 

BUit be countered by aore aircraft , more armour and 110r1 t&lllal, 

.U.l put van baTe &OWII Ulat ourprile 111 - &f'll~t bu a 

conelderable 1111t1al edT811trce, 'CZIItil 1t 11 c-tenol wiU. corrM­

peJidiD« correct1Te. 

36 
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IleA for ..... ov infiiD'Z'7 IIIlA awmen ..-ehed ........ 

fident of their •ral IIIlA fi~Unc -.rtodqr oA all occuio~~e 

vben the tacticAl oituation enabled ne to hke ~• ill1Uaihe, 

!bat 1a '141T, thouch forced to retire, the epirit of tbe li ••• J, r.. 

•eh., Ull4aunte4. '!be proper •<tui~t 1D the 'l'I8JltiU" aM4ed 

alone ere ~ 'o turn the ecal"• 

!he .&aorican J.mT, baclald 'b7 tbe lerc .. t 1D4Dfttr1al 

plant 1D the world, ohould ha"fe a ~iced e'l'd);aPJlt, IIIlA. 

aner han to oacritico ito menhoo4 for W&D.t of the proper wapo~~e 

Ot Vl.ll'fOH, 

37 

lnc14ent~, the llelcSan CMI})&ip bu ldlled oDe 

nonoeuical, thoup popular, m111t&Z'7 theoZ'7 of 'be -ent, ed'IO­

cated oo otroll&l:r 'b7 oo-eolled milital"J experto, like CaptaiD L144oll 

llill't. !bio \beoZ'7 va.o that rtotoZ'7 in tha future would co to the 

Defence, oviDC to the p repoD4eraD.Ce of detenohe weepone O"fer thooe 

ot the nttCICI<, Thie i dea wao v14el;y accepted, 8Dd cen be paralleled 

w1 th tha theorieo exioting at the time ot the erection ot tbe T&bc 

tortificntiou - thecrioo oo eaoU;y ehattered by Merlbo~'• -

paipa 1D thooe ..... fioldo ot n8Ddero and P1CftZ'dT, 

2. .Artill!J7. 

... Jield 8Dd Mediuo .Artillerz. .A. cood field c=. -
bined vi th a 4. 5 !low. 8Dd a 61 Bov. ehould be the •breed o.D4 lNttarl 

nrt111AZ7 oCIUiJIIIent ot 8D7 liOd.arn 0!'1Q'. 

Jield c=a ohould han a ranee of between 13,000 

8Dd 14,000 781'41, aa4 tho 6• betvoan 16,000 and 20,000 781'41 , 

!he .&aericen A11Q' 119!>earo to han excellent• 4,5 

Hove . vith a raDp ot about 12,000 7l'Z'Cla, and li~ter field c=a. 
being old 75'• reinforced vith double trail and able to tire up to 

10,000 781'41. 

It 1a ool;y oeneible, 1D 'rlev ot the cenerel lhor'­

ace of equ1Ja8Dt, to ,.., up ell the co~nPr'ed 751 e, lNt it 1o •trollc­

:Q-. urced tha~ the nev llritieh ~UDder be adopted, aa it oer~ 

1a tho fineat field COJl 1n enotence, v1 th an accurnte raDp up to 

14,000 J'W'I1e. 

!be 25-poWider ..... a creat ... cceoo. aad the pD­

eral blaat vaa tar 110re etfecthe than that of tha Oeraen field 

&QD.O, aD4 ....., aore de'futatinc ih8D en;y field c=a need 1D tbe 

• lietarence 1a mdent}T aade to the 105 a Bovitser • 

• ()Ol[i'l~UL 
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lu t war. On ono occaaion, wen rQ%1&1ng on a bridge and world.Jle 

the firat ahot out on the map, the f1rat aboll fell vith1n 60 

ynrda of the tnt'get - nn USO!Ple both of the accuracy of the cun 
end of tho now methods of ertillert .urveying, 

u the .Aooricen 4. 5 Ro,. ia "ell into productioll, 

it 11 auggoe ted thnt nn nrtillert res:t.ment of 24 gun. abould be 

eompoaed half of llo;bt field guna and half of 4 . 5 Ro""• The Row. 

hiUI nn advantage over the gun in that it involvea no creat-clear-

1ng problem, ao that it oan be hidden nlnf:/ behind bu1ld1n4'S , wooda, 

etc . 

Tbero fllll'lf be t:rent cdvnntnge in the British 

tclcing over tho Aooriccn <l.5 Rou. doaign , )<hicb bna n rango of 

12, 500 yards. Our present 4,5 liolf, 1a a lnat--ucr design and bna 

auch too abort n range (about 7, 000 y~. 

b. ~· T'ne question of rN>go it all-important. 

(1) O.rman modi,.. £11118 bnve a range u;p to nea;-11 

20, 000 yarda , and their field suns about 13,000 ;ynrdt:. On1oae one 

baa a long enouo;b range , no counter battery activit)' 1a pooeiblo. 

And this ie br~f the function of modern artillery. 

(2) Long r&Jl6e ia eaaontial to give continuowo 

artillery oupport in attack or retreat. J.. field gun f1rin& 5 rounda 

per gun per minuto , can fire off ita uholo auppl;r of 160 roucde per 

gun (lfhicb it normally carrioa) in half-an-hour. Therefore , the 

solution io to d=;> l!COUD1t1on nt the gun poaltion. Tbio, ho>tover, 

ia not possible if the guns 1-.a"e to bo moved bncklfords or torwarda 

during tho course of tho battle. 

(3) 'l'he . American Army hu 155 '""· Rove., an · 

edllptation of t he laot wnr's model . Ita ronso npp<~ara , however, 

:u>t to exceed 12,000 yarda. 'l'his io insufficient, and 1 t 11 sut­

goatod tbnt it should cdopt tho ntnf 5.5 llritieh Ro>t, , which hiUI a 

range of around 17,000 yards and cnrries 100 lba . ehell. 'l'hia gun 

hiUI Juat sone into pr oduction c.nd is auppoaod to be A.. l. 

c. Heavy Artillorz . 

In cddition, there 1e grot\t neod of real hoa~ 

artillerz, ouch na a• and 12" Rows . 'l'horo una no chnnce of uain& 

heavy guna in l'lnndors owing to tho ropidi t;;y of movement . But con­

creto and otron;; fortifioci pooitiona cl'JiliOt be ovorcooo except b)' 

real hoav;y artillery. 'l'he auccaas of tho tank cuet not blind ona 

to the need of an ovoi'Khelmins ~xtiller)' auporiorit;r whon frontal 

- 3-
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nttncka, or attoeko on fortl.fied linea, are r equired, !l'herefore 
enormous production of artillery equi,.,ent ehould be put in hand. 
If dou)le tho qUN>tity is ordered than aeema likel)' to be needed, 
it will still bo found t o be short of requirements l.f needed in 
actual warfare. 

d, Arms for Local Defense. 

33 

A largo part of the artillery, tho1J8h much supez-­
i or in the po>rer to the forw~.rd artillery of the enemy, retired lfith­
out having an O,PPOrtuni ty of mueh firing, tholl<Jjl remaining extraDel)' 
vulnerl\ble o"ing to their lack of auti'icient cl ose defanaive end anti­
tank we~one , They thua suffered ceaualtiea out of proportion to 
their effective fire influence , 

The artillery regicent and the regiments of 
other arms t hat are genere.ll.y protected by e. screen of forward 
troops , should b& armed ao as to be able, in ce.ee of neeeaoitz, 
to provide for their own defense, 

During tho rotree.t, we ueed to concentrate the 
(artillery) regiment in e. e~~l area instead of spreading out 1n 
width and depth, and ohoee a position rather bec&Uae it offered 
good local protection against tanka or infantry int1l tration, than 
because it was a good artillery position aa such. 

There should be far more :Sren guna and e.nti­
knk rinea for local defense, Each truck ehould c=ry a llren gun 
or a tolill!IY gun and anti-tank rine. 

Moat of the O.P. tanka, advocated later, could 
be •dtlldra>m e.t night for local mlti-tnnk defense of battery posi­
tions, etc. 

e . Need of .Al'l!loured o.P. 1 s , 

More important than their own defense aDd sur­
vival, ia the artillery c..<q>acitz to bring effective fire on the. 
enemy to e.aaiat infantry a-:tion. 

Owing to the 1nabilit1 of obtainlng observed 
fire, 1t often happened ~.t , in largo sections of the front. little 
artillery fire ..... brought to bear, even at moment. when tbere waa 
en o•enlhelming superiol.'i 1o' of g~:.ns in the defense . I n fnirl)' ata­
bilized warfare tri th a co:>ti:luo•\8 front, each regiment baa a zone 
allotted to it, and fi>·aa counter preparation or defenaive fire 
taaka on certain agreed tnrgeta 11hen called upon 111 the infantry 

CONFIDnl'rUL 
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or 'bf S.o.s. nares. \l!hio v.- not practicable 1n tba fu-..nnc 
warfare experienced recentl.T. 

Certain field reg!aento, therefore, eTOlTed 
new tactico of their own, Out of tcuch vi th all bieber foftlation, 
they foll&ht the battle clooelf linloed with local infantry b&tt.­
liono , 81J>8le trcopo (4 guna) would be aent fcrv&rd 'bf c1q aheed 
of the u1n poaitiono, .Ahead of them would be aent the Oboe...,.,. 
tion Party (O.P.party) who aal.ntainad thelloehao with laeding in­
fantry companies , and rem&inad in touch vi th the forward trcop 
and the aal.n 'b4ttery pooition by vireleao, !heae t actice preYed 
of great encour-ent to the infantry. Tanb were talaon on and 
forced to retire, livery forward move of the 8liAIIIQ' vae met 'bf 
immediate fire, On the 25th Ma;v, rrJT two battery comanden, on 
their own initiative, one south of the J'oret de llieppo , one to 
the northvest, kept in continuous contact vi tb the enllrrJT in thio 
~ for a whole day on ~he front- of tvo dirteiono, 

I t ia absolutely neceaanry thet Observation 
Posta abould be carried 1n stroll& armoured tanb. U these , 
equi:P))&Cl vi th wireless, can keep up vi th leedinc infantry advance 
or rear gunrda , they can br!..n& the fire of gune many m1lee in the 
rear into immediate action, 

OUr reg1aen ta are allowed 2 :Bren carriere per 
regiment (24 guns) for carryinc O.P. or J'orverd Observation party, 
ln the cnae of rrJT regiment, theae were ehct up 'bf tenlca· the firet 
dq, Henceforth ><e bed to carry the vireleaa and 0.1', party in a 
tru.cll:, Time after time these tru.cll:o bad to be abandoned, u thq 
could not get awq under close machine gune fire, thcll&h oometimee 
their occupanta vera able to get avq on foot. 

Bad we bed armoured tmk O.P, •o, our fire 
eff'ecti•enaaa would have been doubled and our c:uualti .. anor­
mouaq leaaened. 

It ia fnl€geated thet each troop of 4 1\1118 han 
an ercoured tmlc, armed with mechina gun and light anti-tenlc gun, 
eo that i t could go forward and defend itaelt 1n the aoat fonrerd 
localitios, These are the e;yea of a regiment, U one e;ye 1e able 
;., be fonrerd with the infantry at the right -ant, it can brine 
the fire of the many thouaenda of rcunda of the regillant to bear 
on a threatened part of the line, llhen Morbecque, 1>0rth of the 
J'oret de lrieppe, wee evacuated b;r the infantry, two of our artil­
lery officers vhc were in the rtll_, were able to keep off the 
Oel'llan& for mc!'e then an hour, end break up their a•tecka tbro.._ 
their continuous obaerT&d fire. Here, &gi&in, the vireleao tru.cll:a 

00li7IDJIITUL 
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had to be abandoned, 

f. .Urcra!t for Local Artlllerz Cooperation, 

Small aircraft able to obaerTe frora 1naide our 
linea over our o~m battery poai t1ons are stro"817 reooDDended, 
They can be produced cheaplT in quantity and require no weapons 
of offence. They would alight immediately if attack:ed, protected 
by our 0\11\ onti-u1rcra!t arrangements, They would be attoched to 
local unite and be extra Oll'e• for the ~. quite cpart from the 
general !l.ir-arm, 

3. Anti-Tank Defelllle . 

a. Anti-Tank Tactics , 

41 

GenereJ. - - - ---·---- EIIDphe.sized that before the 
"Ill", the generall:t accepted anti-tank tactics wore to heve your 
defense in anti-tank g\mB in great depth on the princip le that 
tanks >JOuld grcduell:t be mopped up ae they penetrated more deeply, 
This , however, loft out of account the strong peychologl.cal factor, 
ll'or..,ard troops, evon if highly disciplined, are apt to retire it 
large bodies of tEnia! aro operating behind them, One ahould, 
therefore, place anti-tank guns behind certain definite obstacles, 
such aa canals, rivera, ra1lt1&Y embankments, but have a reserve 
of tcnks to counter attack 1cmedietely ~ hostile tanka that 
break through, Those tmks onn be su:pported by anti-tank guns 
brought into action by carriers, 

Ono must bear ne.val tactics in mind in deo.lillg 
w1 th enemy t<11 ks, reo.lly heavy armour, ouperior armour penetratiDC 
guns and vigorous attack, 

The morel of the Belgian campe1Q! 1a thet the 
wa,y to deal w1 th tanka that break throul!jb 18 to at tack tbell imme­
dintey. 

. Tanka present no fear if one hae the means of 
overcoming them, Some light German tanks had broken through north 
of llnzebrouk, Somebody, fired an anti-tnnl< rifle at the leadiJ]f; one, 
and it went through the armour "like butter•. One ll8ll vee vound.ed, 
and the other three 118n in the tank surrsndered, and i te nearby 
tcnka ran mtq, The 118n of that battalion heDCeforth vere loolcin« 
out f or tanka because thq felt quite certain thq could do th• 
in eaeilT, 

'!!hat same day acme ll'rench medium tank• came up 
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.,., tlhot up the r-.iDI.er of tb•, a1l4 were \bell oont ctoWD 10 
a1lee farther oou\h _, deal with oo .. \IDI<8 \hat 11M 'bl'oan · 
\hro~ at Tie.m hrqu!D. !boucl> \J:Mt- ha4 ha4 a Urine tiM UMr 
were tu11 of 4a.oh, becanae ~ 1a>ev \hat \hq oould cift ao well 
ao tbq could recelTe, !be oul7 tblD&a \hq faarecl vero the U..,. 
Oel'llaD t.cllb with tbeir penetratiDC 7? •• CQDO. 

IJo t8llb are protoctecl aroWld. their caterpillar· 
eection, an4 it tire 1o 41recte4 lov a1l4 thil 1o put out ot action, 
the moat formi4Abl.7 ormourod tonk 1o parolJ'oe4, IJor can thio cater­
pillar section be BZ'IDO\U'o4 adequatal;r vi thout deot ro;riDC ito aanoo~ 
vri~ ee.paci v. 

b, Protection tor jnt1-'l'enk Clune, 

Our ,Proeent equiP*'t tor jnti-'l'aDk ()una 1o -
euitahle for 110'fin4 vartore, '!he anti-tenk cana are 4racp4 boh1D4 
tracka, which pre-8U!?Jl0oeo \hat \hq can pt into action .,., out of 
ncUon free tro• IID.Chine &un tire , .ll.l enti- tenk cana ohoul4 btl 
4r~ b;r araourecl Tebiclee. ~. voul4 protect \he cana caaiDC 
i n aD4 out ot action. 

'!hero ahould alao be oome nraourecl Tebiolee tor 
br1I>81ng emmun1t1on bc.cla.'IIZ'de and forwnrde to the moat adTeDoecl 
areas. 

jnti-tank regiaonto ohoul4 vork 1D \he clooeot 
touch with tell: IID1to. !he idea voul4 be f or a tmk regiMnt of, 
aa;r, 48 guna to haTo a ttedlecl to it a t onk UDlt of one-third of 
ito ahe. !hio would eDahle Tigoroua counter-attack vlleD8nr tiDk8 
broke thr~. ( Ooi'IOIII> t8llb 1D quite lllall n,_bera often out­
finnked 11011-def ondecl anti- t&k localitieo, Wich Ytll'l later~ 
up b;r' intontr;r). !lad vo had a portion of our anti-tenk cana 1D 
tnnlao, we could haTe ohaae4 after tho ·~· or enoure4 the oate 
eTacuation of o.nti- tank G'JDI to nov llOoi tiona . We were ott111 
grectl~· euperior 1D enti-tenk fire, but oviDC to the l ack of ao­
b1111;y (Uilder tiro) of our enti- tonk G'JDI, \heir notion YM often 
1Dotfect1Te. 

,.. !be anti• tenk rifle tull:r Juatifiecl ihelt 1114 
vae oble to p ierce Ught and medi .. teDJao , a1l4 •iGI>t .,_ atop a 
h&a"7 anoourecl tell: i.f the bullet vero firecl at clooe r- a1l4 
hit the caterpillar IDOUDtiDG at the ricllt place , 

Betoro hoet11itieo otartecl, tw ...Penh ha4 

OOD'liiMW. 
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ezq actual practice on t he ren&e vi\!> Uli1-tanlt rltlea, It aboul4 
be a part of non.al tra1ninc to train apeol.al anU-teo It rUle · 
abarp-ebootara, ci'l'lnc utra prcflcl_,. pq f or soo4 llel'lrwn•blp, 
u oa.e cll4 111 toea• put viih rlfia batiallone, !be can la Ul .,... 
t.--e}T beJid.T veepon, and oDCe trcopa haft •• .., 1t p leroa -
plnte, t.hq baT8 real ooDfldellce 111 it, It carta!alT tul}T Juail­
flod ltult ln l!elciwa, olll.T there vera far teo fev of tbla, 

4, l!ofora ()om, 

* The l!ofore anti-ii!Dit C\111 V GII & CZ"'&i 8W>C888 0 
eepecl~ with e. predi ctor . I lmov ot one be.tt81'7 nt 4. C\1118 
which ba4 211 Genoan Mropl8D8a to lie cro41t 111 the tor~t 
theT wer e 111 acti on, 

e. Amour. 

General ------ atronclr bolda the ...UW that 
one abould el ther ba•e armour the.t la able to Ieee:> off bullete , or 
armour that can vithetand e. "SI mm, C\111• The carri er that vu able 
to vithet8114 machine sun bullate VM a geat aueceaa , It p 1'a pro­
tection ~inet ..,nll 111'1111 tire, 1'hoee 1111148 had no teel1nc of 
clauatrophobia, Onrrlare able to brine anchi M guna, anU-t.,k 
ritlea, trench mortars and aomunition quiok17 into notion are 
ex.cellent , .A.boT8 thie , raall,y hee>Yi}T araoured tonlal are re­
quired, nbla to euataill ibo .,. ... _ Clel'IICil 1111U- teolt "SI • CIIJI• 
!!be 110tio tor a nev 11n17 auat be t "'lora 8l'1:10v.r, 110ra autclle.tio 
veapon.a aD4 1a0re anch1•• to aaTe the ••· • 

t , ~U~ank Shell . 

!be Oermana uae an incell41&rT, enmur-piereiac 
lhell, 8114 thia, 1 think, aboul4 be adopted, JJJ:r hit will eat the 
oppolin& t arJc on t lre, 

4., 111acellueoua. 

a. .&441t1onal lDfutl'l !raneport, 

!be l'rencb ~ IIOT8a on the prlnc1pla that 01111 
about llll' ot Ue dirtaiona are lilte}T t o be 1101'84 at a tiM , ao 
that ita pool ot trU~epCrl (vhle!b 1o Yll'T wall orpniaed) 'IIIIUr 
ncraal. fi&ttilnc colldiUou (wdl u uhted i n the laet war) voul4 
baYe been able t o 081'1'1 all \loa 1D.t&tl'T 4wiaC the parlo4 ot --
1'1'1 up to their enbuaeinc a114 ~abu111DC pc111h, 

In Jlondera , .AJ.11e4 d1Y1a1ona be4 aoot}T. bo\1> to 

• It i s ass~ that re­
torenee is ude to the 
Bofora44~ 

.cratt CIIJI . - a -
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w.1k ....,,_.... 41•'-• aD1 ~·· AD4 1t 11 IVDIICIT -- --· 
V.I. ••Ub 1 h ..... NO WI 110\ol' IIIII' ClllpMi v. lllloal4 Ol'plllH 1M 
41rte1o~~a 10 \be-t \IMir ll&ft ntt1ol.-t t~ to-. ell 1M 
1AteoU7 bJ lol'1'7, !hie_, be tile o0110lwo1oo of ,.,.,,_-., 

.., \be etraln Oil O'lll' 1AteoV, bet\aliou, ollllae4 to ~·ft. 
CUQ4 oetiollo, \hell wlllk b--* tor a1lee to \he url poeU1oa, 8114 
rep .. t \bie 4q attll' dq, 

o.n.an \l'elldl 110rllll'a...,......., attecu..... AD4 
owe wn ...,.u.,., vbell t.bq wn woecl, 'bu\, uator-.te:J.T, t.bq 

&4 \he emnmltioll ho4 to llo broliCbt tol'VIII'4 bJ 118114, I\ il 8111'­
peted \ho.t all 1..tent17 mortare o.D4 \hell' -1\1010 llo broliCb\ · 
fol'VIII'4 1o &n~ouro4 oorriero, Ooo4 mortlll' f 11'1 il aoet 111port.,.t, 

11 1t baa a "'17 etronc pqoholocioal effect 1o e441 Uoll to \he 
ec'-1 4aap 4oll8, It al.eo e.W.lee 11>1'1111U7 to 4181 quickl.T wtt.h 
a thl'loteno4 pot.9t before U.. poe1t.10D 1• COill0114ate4, 

lll.llcle llaollhilll caaa ware 1DatfecU"e ae •U­
lliroratt ""'P o~~a, ..,.,. lt \he aeropllllll were fl.T1oc low. !M 
11111wer la to ha" multiple 1001111\illp , 3 or 3 aadl1oe caaa fll'iaJ 
topther, Oenenl. 1118t81loed the o-1oll- 0111 

llat\al1oo 'brou&M 4ovD 8- 1~ alrontt br :ar.. c-, 
ebowillc t.be attecu ........ of \hie Wllp>ll 1t ek1.l.t'aJ..lT b..,.., eel, 

4, Oaa!anlcoi1one , 

44 

Ill IIO'I'illc we.rflll'l l1ldl II .... l~inoe4 1o 
7lllll4ore, to:ranUo~~a h1pr thp Iatat%7 llr1pdee (&Dol olll.T 1t 
~t up with lllldiD& 'battellone) are c-nl.lT powerl111 to 41rect 
oparaUo~~a, IliA 1Atomat1oll th..,. ..-1 .... ..-Me tJo. eo late · 
attll' U.. _,, ..-1 U.. - ot oc-=icaUOil to~ ..,. 10 elow, 
that etteou ... act1oa 1e rendered 111poao1'bll, ...,.ral ordll'e tor 
DeOOIIIII7 CO'IIIltll' attaok11 010 41rla1ollel troate, ~oh WO'C&l4 ll&ft 
belll110et ottect1Te 1t or4ero4 1o tiM, rnchecl 11111ta too late to 
be CU'1'1o4 out. 

!h1a 1a 111erl\ollle ill a eUaaUoa 1dlero­
-to ..,. too 1'11>14 tor proper teleopboaa lillie to be la14, tile 
oalT nl.lablo up-to-date - t~ U.. Jroat :r.1oe - ,_,. tr. 
tbo IIIIUIOII'I traa theil' tcmtal'\l ObeOI'ftUoa Poe to, !hie 11 lie­
-• t.bq ware 1n conet.,.t touch wltb \hell' better1oe &Dol r~\ 
1IJ viroleu, (LooaUo~~a of 11111\1, .!1!! rltal 1Ato,.,....10D, wn 
ciT .. O'JII' \he wll'el011, 100\ \:r llq) Nfii'IIIDO, loh1oh ...,'1114 ha .... 'bNa 
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helptul .it intercepted b;r t.be • .....,, but b7 diatiiZICe aD4 the bear­
ill« tram grid Borth, taka\ troa an agreed locolit;y eaailJ aeu oa 
tbe asp, 'l!hio agreed localit;r differed. with ead:l ~t, and 
cbD.Die4 dail;y,) 1'be ertiller;r re.paeat eant the illtonatioa b7 
deopateh rider to tho dhioion, .lnd thh vaa tor 4A!I?a the ool7 
reli able illtormntion received b;y Higher 7ormatioae , 

!!'he elq)erience convinced ae of the aeed of n 
much larger number of vireleae eeto tor oll tormatione, Batt.­
lioae end compeniee , bri£04oo, regiment• aD4 divioione , ahould all 
be linlced b)' vireleu, even 1t the intomation allowed b)' th11 
ehallnel ie ver;r restricted.. Vireleu oilence vao enforced teo 
etrict~, !he danger of the location of B,Q. ant tared leu thall 
the danger ot being out of touch vi th the b&t tle, Ve were con-
• tent~ bearing Genoan on our aeto, which ahova that thq had 
dhcerded wireleea allence, 

General--- etated that once Wireleu 
eilence 1e brolcon, the mora trnttio there 1o on the eir, the aore 
hopeleoa 1o the taak of 8n8aJ intorcopt1on, 

5, Conclue1on. 

!he above heodi ngo deal eomevho.t at random with eoae 
ot the aolient pointe vhicb have been conoiderab~ amplified b;y die­
euaalon. 

4 partiag reco•elldation eouet, hove.-er, be ginn, 
41.1 4ll1ed deaicna that are reaoonab~ oathtactot:;r ahould b8 
put into production aa ooon no poui ble , J'urther reaaarch ea4 0'­
~riaent Dll!f le<!d to improv•ento, Let thie preliminar7 vorl< co 
forward at tul.l epeed., Bu.t in the .. .., tiae prodnction ehould be 
accelernted of what can be lllede iaaediatelx aY!lilable, tor ac are 
treined fer more quickl;y than ther c.., be equipped. 'lhe vutace 
ot var, aD4 the need of weepono t or trainl.ng at -e are oo eno!'­
eooue, that all serviceable weapon• v111 plAJ a ueetul part, ~ 
1oue tiae auet n.ot be vuted to achieft oU~t improY•enta in 
developing ;rour ovn modele it a teir~ oervicaable veepon of fol'­
oign deei,gn can be put into illme41ate production , 

CO.WllUI'tUlo 

- 10 -

. ,.. 
4 .:> 
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Secretary of Stott, 

11ashingt on. 

140, JUly o, 10 ~~. 

GRAY 

lt4unaa 

Doted July e, 1940 

Rro ' d 11 a . m. 

HmoEforth by a decrEE of tht lliniatu- of Pintu~ct 

tfftct1vE JunE 22 it shnll bt prohibitEd f or Expo•tcrs 

nnd irdJ)')rttrs t o conoludt anlta o r puroh:lat a~;ru:mtnts 

1'11 th f orEi:;n firlliB or t o m:1!tt oftus in connection thErewith 

vti thout tht pri or oppt'oval or prnnisaion of thE llinistr:r 

of FinancE in tach individu~l transection. Heavy 

ptn~ltits art impcstd tor 1nfrooti~na . 

Htrttotort licenses b~d only to bt obt~ntd by 

law uoon actual importation or exportation. Adm1n1strot1vt 

puniSbotnt w~s intl1ctcd t or ottEDptrd cv~si~n . 

Exports C'lntinuE t c bE JJQdt but U.ports h:lvt bttn 

ourt~\ltd ExcEpt in casts nroras1totind rtduction in 

mnnutaoturE rhich is now prohibited. ThE tmb~>rgo on 

gr~1n Exports ftas liftEd Jun£ 27 , 

OUPLER 

DDi 
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EO GRAY 

T1Entein v1e 1. R. 

Datrd Jul;r 6, 1940 

RECI1d 9:07 !; •m• 

Stontar'.' or Statt, 

'llaa!lington. 

118, July 6 , 7 p .m. 

Rtf~rt~e~ ~Y 1~, JunE 28, 6 p . m., Worth China 

FoU.c.'l!jn·. •tot: at th r rcqm;st o>: thE T1t ntsin PUr --Exportrro Rod lmports Aasoeiatton: 

47 z... 

"A 1\\:>~ot.P"l.tt ttr. of thi s Ascoeiation rtctntl;r cnl.ltd 

upon th€ Fidtrnl llt atrvt Bank of China hu·E tor Explnns­

tions as to tht tuturt of th£ import and Export tradE in 

Nor tl: China aNl wt f ind t:bnt thE new s:r3 ttm institutEd 

1e a co~nlEtE dEnial or thE ri, hta or AmErican mtrClhanta 

an\1 . unless aom£ rttaliator:r ~~~~:aaurcs art talu:n b;r thE 

o.w<Jr..lltnt in Washington, it can bt sahl;r statEd that 

.kntriean tradE 1n Jlorth China wUl bE st1tlrd, 

In eerd\tll;r eonsidtring the rxplanat1ona madE to Q.l 

by th£ PEdtral R£srrvt Bank WE find that (onr) since 

1mport prrm1t3 art not r1quirtd tor m&rehand1oE 1mportld 

t:rom Japan and 1Jianchukuo•, th1e 1B definitE d1ecr1m1natioll 

ngninat th£ cntr:r ot ~Eriean goodo J (two) einct import 

pErmit a 
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-2- 1).18, J\llY 6 , 7 p.m. tree. T1tnta1n 

penni ts ar<: rtquirtd tor all mtrchn.1d111t brought into 

,forth China, "i th th£ txctption of J o.pnn allCl lianchl!.kuo, 

.T'.Ipa•H~r i'l'l:rl'E·'te art bound to b£ 1'avortc2 and JapanESE 

tinns !)1 ~rcE~VE thESE import pErmits to thE EVEntual 

t :tclu~~.ur o! !~Erican import Era in l:'orth China; ( thrE tl 
..r;.. .. 4 

wh1l t .;.,r !.:-.":1· tran~'<ctio'lo 1 will bt pt rm1tttd , th£ 

Actrh•.: , , • r I ::· "'! ll fin-1 ~JMSrlf in Q hOpElESS 
., 1\U- i 
, . ._, t ~~·T! <: :.11. t !",t;t t'.,u t. nn 111111ng link 
,....u.h 

_ • ... lt ,., VloJ 1. .. 6 bl ~ tv t1 " '.;.t· £ l.O.~·ort:.. r L.e3 ob-

F >."' t:h·: ·"J'Ori.#E'T· tu mnkE pur-

.n. l11k EYt.:lJ""~~ "'ill b£ availablE for him, b highly 

r >b .h) •,nc. aoy m"rchant who would dart to ootratE this way 

•·:\ '1'110\..bttdl:> bE factd '!A th htnvy t1nanc1:.1 loasts . 

·" •!'lL!"tol'C , 11. is rtssonablt to pr taUl'IE , as t! E hs.vt al-

r: :,,) :>tc.t td , that ..cst of tlu il:lport p:n:>ita will go to 

;o~ au at fir:·:s nrxl it 1s highlJ questionablE ns to tlbEthtr 

t'lt;· will makE thtir link t xchnnst availablE for Al:!trican 

txporttrs; (four) it is tht dtoir£ of th£ powErs th8t bt 

in North Chinn to stvErtlY rtatrict imports in ordEr to 

ortotE n fnvorablE trade bnlanet. No t~trchO.ndist 111. 11 bt 

ptrmitttd Entr,. through tb£ • open mnrktt". Luxuri<s ond 

noncsstntinls 
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-~ #118, Jul~ e, 7 p .n . troo Titnts1n 

n~nzoaonti~ls will bt prohibited and a s ituation will be 

bl.·oug~t ab.,ut identical to that now in llanchukuo. 

J.ncr' can t:,oorttra 'i1hO have tstablillhtd markEts 1n North 

Chira r.ftt r ..u-ny ycars ot cttort \'C!.ll be tro&tn out in a 

sbor t t J a :,nc. thE EC<•ncc1o litE ot Ameri cans a nd all 

:orti.,.'l: rs -, • 4 ·,!::=~ 11:loo:o11>lt ; (fivE) to stvtrdy 

rtstr~ :~ U.po~ l s ~~to Ncr~~ r.t1nn will ot nEctss1ty cut 

1~;w.,._ thL vo 1~A"'t l>t txpo:-t.• r.co·l.,,. t'lc:rc 11'.1.:1 not bt 

Ju!:'HI t.nt \, 'l'llr. t+~hlln$~ to .,., nlll':< it, s!nc~ it is WEll 

k,(r.~• ~haL UllfOrts Lnto t.or·.:h C!!l 'l'\51 t~!" r:oan;; j Eers past 

,.,.,;.) :.r.l•<' t < ·,'l'v7.' t!18. ~ t i'>E Rysttn no·t inst~.tutcd is 

y.r,.,o'1'4c~bl c , L·~~ ,\ :.:rican t•t rchsnta tca-: that bctort t his 

")t~c~~ r. v!dtnt .:~ tht Jspanca t authoritiEs , A::ltr1cen 

= ··· ~h 1'"1':~ nill sut!tr sEverE l C'asca and cvcntua1 ruin. • 

' ,t to thE Dcpe rtnEnt . Rc~catEd tc Chungking, 

' .. ;~u:·. • A 1r ::!Ail Tclcyo. 

FI£'1'C!ER 

49 
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11\0ill 

DATJ:: 

10.1 

Aaerioan Eab .. ay, Barlia, O.ra~ 

JulT 6, 19~, 4t p.a. 

2397 

50 

Reference ia aade to telegram of JulT 6, ll a.a., 

lo, 2374., troa thAI bb .. ay. 

lfoblthat'a roseate picture ( .. e talegraa referred to 

ehon) of oont1llental Europe pa;Jing ita debts, relaxing 

and eYentuulT abolieh1ng exchange and trade eoatrol and 

elg)anding ita eXPort and i-.port trade with OOWltriea 

OTereeaa ia a1a1lar to pradiotiona and atatementa of other 

offio1ala and eoonoa1o writera 1n Gera&nT - reference, 

telegram of June 26, • p.m., No. 21111 trom the Dllbauy, 

0bT1ouely it 1a to the adTantage of Ge.,.&nT to han euoh 

statement• oouunioated abroad 1n order to create an 

illpreaeion that German pol1t1oal and eoonoaio intentione 

1n Europe are being moderated. 

I want to add that aoae 1111Pre .. 1oa of a1aoer1 tT 1e 

g1Yen by lfoblthat, Puhl. of the ( t ), and offioiala 1a tbt 

X1n1atry of lloonoaiea. Georing 1• the aan reepou1bl.e to 

Hitler for the Re1oh 1 a eoonoa1o aeotor, and the atoreaentioned 

off1o1ala are aaong Goering' a aa.1n adT1nra. 'rhea a 1nd1Y1duala 

and other i .llportant ••bare 011 the eooaoa1o atatf of Goaruc 

are eaaentiallT coaael"Tat1Ye and aodel"&ta 111 their aoonoaio 

Yiawpointa. It ~peare that they feel oontidaat the war 

vil.l ooaa to an end aooa v1 th tbt ail.i '-1'7 defeat of 

Great 
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Great Britain or a request for peaoe on t he part of 

Great Br1ta1.n, and that after that, these ind1rtdua1e will 

be able to prevail with their ideae regarding the future 

economic and monetary poli cy of Germany. Certain observers 

here, however , do not share t his confidence; the latter 

apprehend that in the tuture, ae eo trequent17 in the 

past , the military, politi oa1 and s ocial proJects of the 

extreme el ements of the Party l eadership will defeat the 

effor ts of the moderat e elements in the Governaent. 

The telegram referred to i n the first paragraph wae 

marked f or transmittal t o the Treasury. It may be t hat 

the Department will wish to communicate the sense of t he 

preceding paragraphs to the Treasury, 

END OF MESSAGE. 

HE.A'l'H. 

EA:LVY 
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lirlU* ... ,., , 

'raala 1-cha, D.o. 

I ucloe• aa prolllll4 •a tUre 

plrtlo ..... l 1 \he t wo -··ece· h'• Lo114oc n1ch 

I .. aUoM4 t o JOil about \he queeUoa of ,..... 

J'llDII 8\h coot....,to f'or U.. ]lll!'Cbaee of' IOOU 

tree \he Un1te4 ~1og4ca. fheae -•eece• 

U.oo 1o the llobuq, bllt :vov. are at l11oe11;J to 

,..e thea tor eluc14at1og aDTth lft« nlch ;you 

ban rece1n4 troa :vov.r J:aliMq to Loll4oa. 

I ala o eoclo" a oo:w of a 

letter rr .. 01ffor4 a-t ·- 4cllar 'bona 

01f for4 4oee 110 \ cin \he date ot \he •ale of 

aall it aicbt 111 wall be &4U4 1oto tllb well:'• 

a alee. I will let :vov. II:Dow nu the laa\ 

1\ea 11 aol4. 

YCN~"e eftr , 

llr. L W.rla Cochraa, 
Uoi\14 1\IIWI !raanz;y, 

'raallioc\011, )). c. 
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c.. 1Da~.....,uou tr• 1fuh1ngton, On1te4 s~a~•• 

bbo.oq buo urcea:-

(1) 1'bat , in roopect of contr..,ts ..a. botoro llarcb 8th tor 

coo4a coftred 'b7 regulation of that 4ato , 1 1 abould eont1D\Ie 

in4afin1~o~ to alloo pqcont in aterliDC ..,d not t.poao nn 

cond1t1on that •xchancl 11111t han boon coftro4: 

(2) !hat &0 rl&&r4a contraete placo4 bi!Orl June 8 th WI aboul4 

allow • oiailar porio4 of ,race•. 

ltmet DOaninc is not clear s1nco 4Aicia1on aa r .­

&&r4a cont~ta made boforo lla.rcb 8tb wao not l1•1tod for -

perio4. ~t perbape pneral intention waa tbt.lt piQ'IIlenta 1n 

storllnc abould be allooed in reopect ot contl'l\cto Jl&4a bo!oro 

Juno 8th for a coui4arabll period. 

2 • lfe ba,.. pointed out that we hope to - arr&DCO-

.. nto oith American b&nka which will p~o all fUture a torl!DC 

buainoos 1n United Statoo on baaia o! official rate. It would 

•••• aioloading to tall American tradera that th17 will bo able 

to P"T in troo otorling f or contracts made botoro datos Da.814, 

an4 tbo boot a4rlce 1n tboir intoreota oooao to bo that tbq 

shoul4 co,..r contraeto •41 boforo llarcb 8tb or June 8tb aa 

quicklT ao poooibla while thoro io still treo otorllnc aY&ilablo. 

'.!'he .UOb&aiOMor baa IDCPtto4 that we shoul4 adl otorling a t the 

rate CIIJ'J'Ont on trea .-.rbt on JIUII 8th to American t.portoro to 

proT161 otorling to pq for t.porta ot 5 (b) pro4ncto Wl4or coD­

traots prior to lla.rcb 8th. !hio oooao to uo open to conoi4orablo 

obJec tion. lfo are cono14orinc what t o rep]¥. 
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'fa !law ezplal.M4 to lloot\erworth that w caaaot 

accept propoul to ~14e oterliAC to J111Y for 1aporto of 

olt.uoe 15 (b) proaw:to '11114er P"-IIU'ob 8th coatracto at a rate 

41fferaat fr• official rate o1cce thlo w~o.l4 C1ft illpraolion 

that official rate of 4.03 1o likel;r to be altara4. 'fa han 

oftera4 to &IUICNDe& publlcl;r the coao .. lioa 111 wh.1ch w alloor 

pn-IIU'ch 8th cODtracto tor coo4e CO'Nft4 111 ol4 15 (b) raplaUn 

to be p.14 111 e\erl1J!.c ~ 'llha\eftr ooar.,. obtal.nl4 , bolt 

han ezpla1cl4 that we .,., oouple 1t with a wanoiJlC that oooa 

free oterll"C wUl ia fact aot be a'l'&ilt.ble oa &"'f larc& acalw 

ao raoul.t of our arra.acnaah to oat up ott1c1al otarl1JlC aecC111Dh 

aa4 to raotr1ot :PIIYJIODh to other "-r1-ooma4 accounh. 

llu.Uerworth oa14 that •-• aat1ofact1oo ohoul.4 be C1ftn to thooe 

who ha4 appl114 to JIIIY 1o oterlinc bolt ha4 b&ea retuaell. 'fa 

acr•4 that thla woal4 b& fair 1o prioo1ple bolt thOQC!lt that 1t 

woal4 be ..._hSatraUnl;r '"17 41ff10Qlt, llootterworth aullae­

,_atl;r aa14 that .bbuea4or woul.4 •.a coat.,t with for­

fit:•. 

JUtterworth 414 DOt P"ll for CODCIII10DI OD 

pJ9-J=• 8th cootracto aiooe ha reoocatee4 that aappl,y ot tree 

o\e rUnc woul.4 aot bl lltltt1o1eat to eaabl e ouch oootra.oto to 

be pa14 1o otarlinc • 1\boQt free rate b&1DC puhot4 liP to lewl 

of ott1o1al rate. 

COli 
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COPf 

I(J - P1D .. Dt, 

1&, Broad Street, 
1 .. Torlt. 

I heard neeatq hoe the !ulc or J~Joclud Uaa\ 

a llr. JDhD .a.. lie14ea had pn .. ated to U.. tre......,. the 

!ollowioc aecuritiea -

$45 ,000 PeDJ>ql-..nia R.R. Gen. e •a 1968 
$87,000 u.s. TnatU%7 2 7/8'• 1968/&0 
$87,000 U.S. !reaaury 2 3/41 t 1951/M 
$82 ,000 Uni o.a Paciric 4 1a 1947 

~ thaaa tboo !!.rat thrtle heft bean aoltl., produe1ftC 

$235 ,677.82, all4 I will 1Dtl.ate to 70u aex-zataq whn 

the Uaioa Pacific 4 1 a are aold. .la thtaa 4o aot ariaa 

out or our Vaatinc Orllera I aa •atioaioc th•• to 70U 

aax-zataq, lou will prob&bq la>ow whet 11.,. to talot 

with Cochraa. 

ao• 1Dhrrupt1on 1D the 4a14' report1ftC to 70U. 

poaaib}T due to the ftrJ ...U aaouata iaro1nd, but 1t 

will bt apt richt 1D t'utura. 

G ••• s. P1Dtaat , laq., C.K.G, 
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TREASURY DEPARTMENT 

DAft J~ ,, l,alo 

CONFIDENTIAL 

Ia a Ter'T (1111\ JIIU'Ite\ 1\orllllc ap•et a\ }o 70.1~, aonl 1lp to J• Tt-l/ -_ 

u4 oloeet a\ J•T'· It wa rqoriet \Ia&\ J~eM'IIake .,.... ~ ... of 

o\or liliCo 

lal01 ot .,., e\IJ'lilaC ~ ..._ a1z J'IPirilac 'llul<to \o\alet 1155,000 
fr. \111 f olloriac IO'CiftOII 

_, oo.aerolal ooDOorae • ••• ••••• ••••••.•.••• ••• ••••• •• . o • • £ )2,000 
17' fore.lp bake ( lila.rope .... Jar .. , ) • •. o .. .. .. . . .. .. ... G!J,OOO 

h'-1.. o • • • • A 55 ,ooo 

By oo...ro1al ooao.ra•··· ·· ·••• ••• • ••o• • •• • •• • •••••••••• • ~ 52,000 
17 t oreip klllr:l (Jar •••• loUia Aael'iu Ml llla.rope) ... , 1125,000 

total •.••.• an .ooo 

!he o\ber -.oi01 oloeet u t ollont 

lwtoo tr..e •••••••••••• • •••••• 
0 .... &o11ar •••••• ••••••••• 
~ .... ........... .. ........• 
~--... tt • •.•••• .• . . .••..•••• 
lle!d.- »eM • • • • • • • • • • • • • • • • •• .~ 11A .20M ott..& 
~ ,. .......... . .. . .. . ..... . 9-7/1- 11 ..... , 

!he ra\e for..._ Clo1aoH ~ _...,." \o (,..U/'Y/1 • T/~ tHa r-etor­
U,.'• pe\&Uoa. 

'!lien ...... Ill pU \I'MIM\lal ·-... -· .... ~ U loUro 

!U hlanl •-•• ..at ot ... Terk ...,.nil th 1111,._, \1 U ef 
•~.ooo ta pll ~ ..._ .u et ~~~ tu ~· w th v, 1, Aa- Otttoa. 

!he~ pll prtq- ..Uftlat \1 t3Jo7J ott 1, . 
.,., .u ..... ta ~- lf't ... ..,.tftlat ot .... ~ .. 1111.~. 

~~?? ' 
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TREASURY DEPARTMENT 

INTmt 0~ COMMUNICATION 

llr. Cochran 

STRICTlY CONFIDENTIAl 
Yeoter4&7 afternoon lfr. Ca:loron. ~r of the 7oratcn !Mpart.nt o! tba 7ec1Ar&l 

Reserve ll&nk at !lew York, telephoned down to ,.. tba text of two cableeraao which thl 

Federal had receiTed hOIIl tho l!etherl.an!e Bank, one elAted Juu 26 and tba oecond elAted 

Jul:t 4. Oopieo of thell '''""a&eo are attached. 

Ur. Oaneron recalled tbat a !ow cl&;yo prior t o the departure of tba lotherlall4o 

conrm>ent !roll lha J!acue, a cabloczo- had bun rece1nd hca tho Jfetberlando :lllaAk 

conta1l11Dc tha code ""rd which wao interpreted t o •an that no tnrtller 1notruct1ooo 

abould be accepted b:y tho l'ederal frOIIl the JfetberlaDdo Bank -tine troll tho 

lletherlando. The •••ot.ee of June 26 1t tha f1rot cablegma recl1nd oubooqu.entl:y 

thereto. l'ollowil>g otr1ctl:y the letter of tho earlier 1netruct1ono &Dd ~n tba a4T1co 

of the llethorlanda Lept1an 1n ... ohincton, the 7odaral bad not replied to tba cablecraa 

ot June 26. llr. c ... ron now ool1c1to our a4T1co •• to llhatbtr a repq ohould be ado 

the inqulr:y of Jnq 4. !hie ........ 1o oit;llod h7 de JoiiC. who hao boon an cff1cor 

the llotherlando ll&nlc tor """:Y ;reue, moot reoontl:y act111& •• Secretary O.,..ral, aDd 

a thorouchl:y reapon.1ble officer. 
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... ,. .J'vJT ~. 1~ 

llao41 ol'lllT 5. 19l!o 

rroa l11Coll(>11te report. troa 11. s. - pthar t.bat ... MaT 10 

11. s. Prea14eo.t 1aiiQ84 a 4ecrM with rep.rd to trao. .... uo ... 1a 

70ur ~•=trT 1a which propert7 ot tho lhther laD4a 1e tuo1Te4. 

v. allou14 be Tllr}' uatetuJ. lt 70" would ld.DdlT t'un>leh ... vl th 

••• lD1'oraaUon u rep!'do tho t olloVlo.c polatol 

~~ec.,...t to another all.-4 'll!l4er oal4 ueree 

17, S, IICC ..... t pora1tte4 

'!111!11, ~ 11. S. buko h.,cator th all.-4 to ere4lt 

aec ..... te at tha ,,... 4hpoaal ot tho hol4en. 

~ a11 -u here. 
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,.,., De h4erlu4....,. ~uk 

Date I hoM 26, 19lto 

Plea" ea'bl• -tber JOU haft reoe1ft4 for \be oreclit of 

our a.ccCIWlt w1t.h 7"" oa Mq 13 or later $1100,000 f.,. Buk 4e 

Parlo at ua Pqa llu Parle for acoOIUlt of tha1r ottlea ill 

.AIIatarcl ... 

ss 
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60 
TREASURY DEPARTMENT 

INTP OI'P1Cii COMMUNICAT10N 

.... ,.. JulT 6' 19l!o 

STRICTLY CON FIO ENTIAL 
Mr. Ooohrall 

Tutorda;r I talJctd with Mr. Pl.neent 1n reprd to the MJDOrNidua •1oh he 
l oft .. on JW1e 25, 1nd1o&Unc the l.ntereet of h1e 0oftn~Mnt 1n obta1n1Jlc in­
fo,....Uon 1Jl rqard to Mr. Obarlee llacDIA1elo , who 1e oeeii:1Jlc to l.ntereot the 
l!rltiob Oon...,..nt 1n a t1naoc1al tranaoction, I told Mr, PineRt that Mr, 
l'.aclluiele ...... .Aaerican citlsen; that he had a cood IO&r record; that ha 1a 
...rried to a 7NDCh wo-... •114 has redde4 1n :llvope oince the .-r; that h1e 
tiret poot-wr act1Titieo wre 1n tTine topt!Mr llectrioal l.ntereeh 1n 
TQCOolaTia, troa ..,ioh operation he -.e coui.Urable 110Jll71 that he 11ae 
aequ1re4 o11 propertiu in Polan4, 'lllhioh are now in tiM hall4e of the Oer-...o; 
that ba o""' propertr ocavpied b;r cUplo•tio ahdona 1n Belcra4e &114 pouib}T 
'illr .. v; that he •• connacted with the arranpMnh td>ereb;r .Aaeric&Jl u:portere 
wrs aeoioted 1n IIUPPlTine equ.ipMo.t to PortuetJ, throuch a credit ezhnd.ed b;r 
the !xport- X.,ort li&Dic; thet he 11 oaid to now haTe a toreetr;r ooo.ceuioa 1n 
.lo.j:ola; that he heo a concero. 1n Par1o which aaufachru eoH eort of a tu.el 
artae deTlOI for rail..., locoaotiftol that he h a proaoter with tair}T wide 

of aotiT1t1ee, without any definite tie ~ with any one t1nanoi&l con­
cern; that he it UJlderetood to be well !mow to Mr, Warren P1eroon, Mr . J .. oo 
.Tonee, and Mr. llliJah lfalll:er. I could CiTI Mr. P1Jloent no direct lnforaeUon, 
o1nco I had not !mow Mr. ll&cDIA1elo durl.nc "7 onerel ,..aro 1n llurope, al­
tho"&h th1o pnUe-... hao a hoM outoide of Parh where .... of "7 •baoe;r 
colle~o Tioited, 

Mr. Pi110111t will cable h1o people 1n ncard to llr. llaolllu:l1ela 1 'tn>ol.nue 
record, but would otUl l1ka an 1ndicatio11 froa the S.Cretar;r as to -t!Mr 
the latter would look with tawr upon tiM Britiah Ooftro.aent accept1Jlc the 
propooal •lch Mr. llaoD&A1ela io adT&o.c1Jlc, proTided the Britlah thA&elfto 
tlod it worthwhile . 
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TREASURY DEPARTMENT 

Do\TK JU17 6, 194o 

sec: ... u.r,. llorgootbo.\1 

llr . OoobriL!I STRICTLY CONFIDENTIAL 

61 

t.r . Lochh•4 telephonoh:e ~ro: l:ew Yor k thio DOrnill£, Ke atated that the 

secretary bad epoken with hl.m b;y telephone in regard to the Yiait of llr . Ren o~ the 

1/civtraal. ~&diD& O<>rporaUon t o the Treoaur;y a few clayo ago, ,,hen the queotion ot 

sellia& Chinese till arose. llr. Lochhead stated that the secretar;y bad OQ&gested that 

:Oe • ..,. 41rectl:r to l)lehilljlton to dl.IIC';l.ss with ~. Jesse JOJieo tha pou1b1Ut:r ot 

ciiojlOaing c! this till to tha new R. P. C. setup. .l.t l.lr. Lochhead' • requtot, I 

telt!)lloned!Jr. Jones' office at 10:00 o'clock th h morning and .,._41 an appointment 

for t;r , Jonee t o re-ceive Ur. Lochhead at lOzOO o 'clock on Won6a.y ~:~orniDc. I pYe 

t::i s in!or:oaU on t o llr. Lochhead b7 telephone a t 10:15. Ke will drop b7 the !reasuey 

betore l<ceplD& tha a.PJ>oint JHnt on lloJW.;y aorn1D4. 
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TREASURY DEPARTMENT 

OAT& July 6, l91i0 

TO Seerebr y llorgentlall 

, _ 1:r. Cochran 

STRICTLY CONFIDENTIAL 
At 5: 10 yoat or<ley eveninc Vice President J.llen Sproul tel ephoned mo fr01:1 the 

Fe6.ero.l l!ecervo llanlt of New York. He referred to the qu""t1011 of tranoforaiDg the 

3lmJt of Zn&lend a.ccounta int o llritioh goYerDIIOnt accounta. He waa of the opi nion 
ttat the cabled iutructiono thr0U61> the State Dapert!:mt an4 our :s.tbaao;r a t 1.on4on, 

- tlllg fro:> tho :Sritioh conrn=ont , fa1lo4 to g iYe opacltic a4Yic e ... to the 

~.an6.ling of Speci al J.ccount •.t.•. Conaequently the hder&l h&o prepared a draft of 

A pua,;rt.ph wt..ioh it is hoped the :Srithh Embaaoy m:r eee fit to incorpor&te in the 

letter Therein the EmlaaoY a.ccepta f r oo the Sto.te Department a copy of tho cablegram 

f rom the Eabaol)' &t London, and oontirmo thAt tba oea..,.o contained theroin ropretenh 

\he inctructiono of the llritioh c onrmoent. 

I telephone4 llr . Pinoent to the effect that n copy of thio draft •• be in& '""t 
directly f rOG the federal ae .. rYe J!.o.n;< laot ni~t, and thAt I Ukewiae • • recoirtn& 

copy. It """ understood tbat he would oolii:IUDicate "it h me llj>on tho r ooeipt of t hh 

" "">cume11t. He wno not at &ll certain thAt hio Embaaoy would han the authority to 
incorporate ouch a paragraph, without specific instruct ion. from London. 

I telephoned Ur. C=iJII at tbo Dapartcont of State , cirtng the aboye i nforcation. 

Ht ota ted tbat hio letter to Pinoent """ go1DC out to the 3::beaoy laat ni&ht. I 

Uplained to h1lc tl:at llr. Sproul'o anggeation would not inYoln eny chaJICI in tho 

..rnft letter wt.ich the Tre&I'<U')' Ollbo1t t ec1 t o the Dapartunt of St&te f or uoo in 

t rnnOQitti "8 the cnblegram fro= London. 
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TREASURY DEPARTMENT 

I~ ~ COMMUNICAT10N 

DAft July 6, 194o 

Secretary llorsenth&U 

.- !!r. Cochran 

STRICTLY CONFIDENTIAt 
Yeater~ morDiJ>& I recoiTOd trolD llr. llutterworth 1n Lon4on e. peroone.l oable­

cram in regard to the pe.)'lllent ot hie allo...,co fer the !heal year beginniJ>& July l , 

1~. Sbortl.J' Arter re,cei'ri'nc thio meoa..ce, Dr . :re1o telephoned me troc tho 

De;>ortcent ot State. Be alked 'lhetb.tr the i'raaour7 lud eonddered the deoirabil1t7 

of er~rill& lllltterworth to 1ouh1ucton fer the Yiait ot the llrithh otticialo. I 
told him thio bad not been conoidered, and tb&t I UJ>derotood the llritioh had ahead¥ 

lett, on July 2 or 3. J'eio replied t int lluttorworth could p t a plane 1n t he 

icmediate tu.t uro Nld could como oYer and r etu.rn b7 o.ir, roma1niDg here only durill& 

tho llritioh Yioit. Dr. J'oio aolotd •• to liOloo t hio suggeotion to t he Seo,.tu)', 

witbont mentioninc hh o- 1ntoroot, l!o •1d he could t ell mo peroouaU,. that 

S..tterwort h would wolcaooe th o opportun1t7 to coco. 

At 3:00 p .a. I mentioned tho a'bcYe matter t o tho Secretary by tolophono, Be 

no tbet be did not deairo to order lluttorworth back on thia occaoion, I 

8nc!eavo>,ed to reach J'eia yeatarda¥ eveni~~g Nld opin thio morning, but Ill\" not 

)'I t been able to cot in t ou.eh or!. th him to civa thio 1oteraation, 

lihile opeaking with tho Socroto.ey, I raioed the quaotion ao to alloano10 for 

tho fiacal )'ear bec1nniz,..; Ju17 1, 194<>, tor :Butterworth, l!eath aJld llstthowo. ~~ 

Socro to.ey inot ru.etod""' to continuo Butterworth'• e.llo...,..,o at $3, 000 por ....,.,.. 

• n4 to incro" oe Roat h from $1,000 to $1,3)0, o.nd llstt hon troa $600 to $1,3)0. I 

oball c:ake thoao arrane;emonto tho f irst ot the week. 

U 10:00 o 1elock thie 11orDing I reached Dr . l'e1o and""" hlJI tho noptin 
ano·on T'ith roGOct to llut terworth. On behe.U ot the Departz:ont ot J tete , J'oio 
&>;>:rOTed tho allo...,.,e oebecll>lo. 
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TREASURY DEPARTMENT 

INTP ~COMMUNICATION 

Secretor~ Korgent~ 

lh' . CochrLII 

STRICTLY CONFIDENTIAL 
'l'bere is attached a cop~ of a meaaage t o the :Br1 Uah Em'be.oo~ mich Pineent 

.._..,c:ed "'" yeater~ and concerns the deeire ot hie government that the 11n1ted Statu 

st.Duld not f ac11Ha te the release at blocked Ilanioh tunda in 11 .. York tor iranater• 

to s .. den. 

llr. Pinaent deairee to know our reaction to thio r equest. l!e e:rplained thet 

i:e ho.cl not taken the catter up !lr ... 1ouel.y with the llin1ater at DeDill&l"lc in iil>.ahi~ton, 

·.at will now let h1a know that he baa aubctltted t o t he 'i'reaour)' the requ.eat !reo 

:1lndon. 

' ohlle tnlld.04 with me on the above I!Ubject , Plneent st at ed t hat a mooaage from 

his goverDl:lent i .ndicated t hat there ""'' 1ntorcat1on anlleble concerning tirl:la 

11!>' ob are being u aed a a cloak a tor Oerca:> and Italian intereeto which are operating 

our l:lllrke t . I! we de oire, Ur. Pineent could obtain this into=atlon f or ua, but 

i ll no t offer it unles a we may indicate our i ntereot in receiving it. 
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h oa K1nhtry or Eeonomie lartaro to lritioh ltiobaoo7 11a.ohlllcton. 
! r4 Jul7, l 9l!o . 
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It ia Wl4eratoo4 that DeJDark 01rea SWeden 

considerable sums tor interest on loana inclUding -e 

payable in dollars and sterling and that Denmark hopea 

to obtain the release of some blocked Danish fUnds in 

London and New York for this purpoae. -
Stockholm inform• me that the GoTernor ot 

the Central Bank ot Sweden has already ta.ken the matter 

UP in New York. 

I understand that tho continuation ot 

Danish- Swedish trade depends largely on some such 

arrangoment as there had been proposed. H. IJ . Govern-

ment having no wish to facilitate any trade with 

enemy-occupied terri tory will certainly not allow such 

utilisation of assets which would in effect be a 

aube1dy to Germany. 

Please use every endeavour t o prevent any 

such arrangement being made in r espect ot dollar 

balaDCea. 

.L COPY 

• 

' 

... 
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TREASURY DEPARTMENT 

INTP OI'I'ICa COMMUNICATION 

.... ,.. ~ 6, 19110 

Seorotar:r llorgellthau 

STRICTl V CONFIDENTIAL 
llr. :P1Aalllt e&llo4 Oil M at 3135 ;rooter~ a.tterllooll b:y ..,pointMilt , Be ota\84 

t.""t the E!ob&o,q hall roceiYo4 a cab1ecraa troa loond.oll -ortac tbo ton ot tbo 

c~qua lhloh tho !rea-:r oontcplateo 1oouinc ill ropr4 to the Y1o1t ot 

Sir J'roc!erick Ph1111po. 'file lr1t1all requoot, ho"YW, that tbia coiiiiiUIIJ.que alloul4 

not bo roleeoo4 bet oro 6Hl0 p.a. l!r1 Uall -r tiao, or 12100 noon aaotorn ot&n6ar4 

t!Jio, ~ 11. Our ..apeoUon h&4 boon tor tho roleaoo on .JUl:r 9. !ho .Brltiall 

pre!or that tbo &ZI.ZI.OUDC-nt bo aile onl:r 011.1 ~ preoo4inc tho arrlftl ot tho ohip, 

l oot tho utet:r ot tho Ylool1 bo in 4u&U. Dooo t bl Sooretar;r ocroo to Jul;y 11r 

D>eo ha pro!or tbat tho c..-iqaa be &inn out at 12100 noon, or woul4 1t be protonblo 

to at. it at tho re&Ql&r pro eo cootoroDCo a t 10130 a.a. r I u to intor- :P._t oa 

t beoa pointe. 

llr, :Pinolll.t un41rot&n41 th&t 011.1 ot tho qaaoUono 111hl.ch tho Y1o1Unc ot!ioi&lo 

t ro:s London will ra1oo 1o that &o to whether , unller tho ,.,,. R. 7. 0 , ~t, 

lr1t1all lla7 bo ablo to obtain a~o ~to Oil oaloo ot rubber &11.4 tin to 

otticlal 11tup. 

7urthoraore, tbo lrltiall lda.oq plano t o oppr- Ollr OoYen>aent Ylr)' allortl;y, 

moot Ukal:r tbro"4!)> tho state Dljlll.rtMnt. t o point out that 1t will bo l.lrpooo1'ble to 

continue purohaaeo at the preoont ooale on· tho .U.rican -.rltot Wllooo ooao oro4U 

faciUtleo can be arranco4. I ll &441tion th& :lmbao,q will opm once 110ro, &114 Ylr)' 

Yicorouol:r I UD4oratazu1, tho queotlon ao to wbot.blr t.bl tlnite4 Stateo w1ll blook 

a.,.... aaooto ill thia coumr;r • 

.Attar tallr:inc with tho Sooretar:r b:y tolopho• I tol4 l.lr. Pinoant at 12100 noon 

that tho Socrotar;r •• ocroeeblo t o rola&ail>& hia cOli::IIZI.iquo at 12:00 noon ~ 11. 
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• THI: UNOI:A SI:CAI:TAAY OP'THI: TAU..SUAY 

WASH I HOTOH 

Jul¥ 6, 1911o 

1 athndtd a collforenco thia IIOrltiQI! 1o tb. office or l!D4er 

Socrot.uy 'foUn, oo1 th Jouo Jon01, Dr, 'l'u.rbq , &114 llr. fr~~phage 

alto prooont. llr. 'felloe 1414 that u ho undarotoo4 \!>. o1 tuatioll, 

t ho priAcipal or the ouht&D41QC clo'bt of t ho Cololl'bian GoY.,._.,, 1a 

· ·-~· tb. United Stat01 on Dec•llar Jl wo\lld MOW>t t o ~~ppron•ahl7 

" $44,000,000, &114 that the accrued and unpa14 i ntereot would --t to 

$12, 200,000, aaldnc a total debt of $56 , 200,000. He underotood that 

thoro had boon a ouggootion that an acr•••ont be roached wbioh would 

add to tbo $44,000,000 pr i ncipal liiiOWlt or tho debt outota~~dlQC, 

50 per cent of tho lnteroot 1D arroaro, aaounUQC to $6,100,000, which 

would &alto a total or $50, 100,000; that now 'bondo 'be lowed to Jaorlcall 

llold.oro 111 thio t~CPe«ate 8fl0unt with a coupon rate or J per c...t <dlich 

wo\lld. require appro:d-tol7 $1,50(),000 lntoroot ill tho f lnt 7o&r, and 

that pr oYhion 'be ...a. for ..orthaUon 1u tho ti rot 7oar of tJOO,OOO, 

or a total ot $1,800,000. 

67 

llr. 'felloe alec otato4 that be undorotood. t haro wao eoM c11ffic\llt7 

botw01n tho Council &114 the Col011'bi.., Oovor,...nt rocarci1QC tho acoept..,co 

of tb. $1,800,000 and. tho 50 per ce nt of the l ntoroot i n arroaro, aa4 

alto tho Council 41d DOt ftDt to h&YO tho 8llllllal p-t• 'baoo4 upo• 
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llr. lfollu Mid that ho 

11&4 ooao ~~UU••tlono which he 'IIOUld like \o p1.1t ro,.,.ar4, roaltdnc 

thAt tbo euotoao rr<onuoo •ro a prepor hade tor dotoratnatloa of 

tho ab111t;r ot the Coloabian OoYornaont to aoot tho annual debt PaTD•nto. 

I ra1et4 the queat1on .. to the connection betwttft the cuetoae re••~•• 

and tho debt P&Taonto to tho United Statoo. It oooaod to .. that tbo 

cue to•• rnenu.e •er·• baee4 on t11p0rte . where&&, their ab111 t7 to 

tranoter tundo acre11 tho ·~ """ a Batter of o:oporto and I thoQ&bt 

a 4tf1c1enq in cu.eto•• re•eauee to aeet the bu.4&et requ1r•ea.te ot 

t ho Coloabian Oonrnaent no .., illtorB&l -tt•r aDd t bould not ba in 

~ •11 tied up with their p-nto to tho Uoitod Stateo. lolqwq, 

l(r, 1Jolloo OUMIIhd that it the cuotoao rennu11 ohould tall bolo• 
anauall7 

25 111ll1on pooor/, no p&Taont would be made on tbo debt to tho United 

St~too holdoro ot Colombian hondo. It tho euot oao roTonuoo ohould tall 

botwoon 25 to 30 Dillion poooo, tho Coloabian OoYornaont would Pl7 

50 per eODt ot tho $1,800,000 arumal paJ8ont prntouol7 referred to. 

It tho c:uotoao ronnuao obould tall betwoOA JO to 311 a1111oll peooo, 

tho Coloabi"" OoYtrn&Ollt would P17 $1,!100,000 amwall7, and it tho 

rOTIAUII WtrO CJ'Oator than Jll ailliOD p11010 tholl thO Coloabian Go'rorn&tDt 

would plf $2,000, 000 on 1 to debt to tho Aoooriean bol4en. 

After ooao 41oeuoo1on back and forth botwwon tho Viniotor aa4 

l(r, !raph.o&on, llr. lfoll .. aetlnc ao tntorprotor ot tbo 1Un1otor'o roaarlto , 

which wwre aado 1ft llpaniah, troa which 1t no clearly apparent that the7 

did not oo .. tO aD &CJ'O .. ODt, llr, JODIO IQUIIttd that l(r, 1Joll11, he, 

BAd I co into tbo next rooa tor a a1nuto 1 o 4locuoolon ot tho .. ttor. 
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Att or ooo.farrinc for • f• a&taa, .. Uc1U4 ta ncce•t to t!l. 

Jllah ter .DA Jlr • .,...,__, tllat tllq oo,..U.er thia propodUoa, that 

the7 acr•• upon the new prlncipal of tba 4abt at OIPI>l"OziMtolJ 

$5(>, 100,000 (tlill,ooo,ooo wtetaa41ac prlnclpal an4 50 par ceat of tile 

iDtaraat lD arr...-.) en4 that t ba Coloabl&D o...ra.._.,t -cree to pq 

$1,800,000 &IIDUall:r u aerrtca cbarpa on tbla 4obt for a porlo4 of 

fho :raaro u4 $2,000 ,000 &IIDUall;r t baroattor. We """t bOICII: iato tbo 

COnferoDCa ao4 a.d.o tbla aucseatiOD t O tboao two patl .. OD aDd. aftar 

aOtM t\lrther 4heuadoa, tba lliahtar "~'""' to aoa4 a cable atroacl:r 

urst•c bla Oonraaant to accept tbla oNer, ao4 Jlr, fri!Pbecon acrao4 

to set la toucb wl til - bora of bla Council to110rrow .DA call a ... u,.. 

for Jloa4q to could.er t blo aattor. Be ea14 b. wo•l4 aleo re~ 

1 to acceptuco lD or4er that the Mttor alcbt be ooaol..to4. 

Jlr. Wall eo augeeto4 that l n now of the Coloablan Oo.ornaeat 1 a 

haiatenco upoa a all41ac acalo of eutoee ...,.. ....... . poadbl7 tllo 

lllnlahr on4 tho CoWicll ooul4 baY• .. axcbaap of lo"ora w ta14o of 

&D7 "Cl'• ... nt, ia &ioh it ooul4 be cloarl;r 'Cia4ara tco4 tbat 11 the 

cuatoaa r.,.•-• oboul4 fall below aoaa flnd. fipre tbOJ wcul4 ap.la 

pt toptbor for tbo purpoao of 4eo141a& 'OI>o~r or no t tbe &IIDUal 

p-nto oboul4 ba aa4a. Jlr, !li'IIPbapa ea14 tllat be .,u].4 ha.,. t o 

oppoaa &D7 .,.cb ""Uottloa u the uoh&Dp of oorroapoa4onca woul4 haYa 

to be aede P"bllc aa4 wcul4, therefore, be 1a affect part of tbo "Cl'• ... 

-t M4 that "-aa of tbaae loUera there ......U al-• be aa ucenalat;r 

lD the ..net aa to 'OI>et!l.r........, po:raete war• piac to be aede. 

llr • .Tonu re..Ul7 acraa4 t o tllia .DA aa14 it wul4 not ba &D7 acr•-•t 

at all oxeopt froa :r-.r to ;raez , .DA be 414 not tblak it - b t!l. 
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laM~"••' ot tile Col.-Mu ..,._, or la tile l•""'"' ot t1ae ..._._ 

bol4ere to liP• _,....,.. cso+np ot oorr_,..a4_ .. 

a - 11114enW04 tba' llr. t: ,,..,... wu14 telep!to .. llr. 11e11 .. 

u ..,.lT u poedllle nen -.k to 84'1'1 .. bla u to *•"'-r or aot the 

eoucu w eccop'-' ,,. ..,...uou aM.• •' tbl• -u ... 

• 

• 

70 

Regraded Unclassified



JT 

Storttary of StatE, 

'.iub.ington. 

338, JUly a, 2 p. m. 

My 147, April 11, 11 a . m. 

GRAY 

RIO DE JANEIRO 

D~ttd July a , 1940 

Rto 'd 2 &25 P o Pl o 

ThE Bank of Brazil will makE a sEcond paymEnt on 

71 

July 9 on thE arrtars of profits and dividEnds of AmErioan 

oompaniEso This disburstmtnt will amount to approximatEly 

C903_, ooo. PlEasE inform th£ DEpartment of CommErcE. 

CAFFERY 

CSB 

/ 

• 
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FROII: J.merioan Ellla••7, IU.o de Janeir o 

NO.: 335 

DlTE: July 6, 19~, 2 p.m. 

The Federal Reserve Bank o! Hew York was 1ntoraed 

on June 27 by the Bank o! Brasil that dollar bonda 

would be purchased with a part or ita gold reserve 1n 

Hew York. It wae the intention o! the Go~ernment o! 

Brasil to uee !or this purpose about S2,000,000 but 

tbe operation waa suspended by the Government today 1n 

~i\w or leaks here. There will be forwarded detailB 

by air mail. 

CAFFERY 

EA :!'B 
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J'JOit .Menoaa l:llb .. llf, 11-. 

*'·' 810 
DABa M7 e, 1~ 

~.ronco 1e ado to ~ Departaont '• hleiP' .. 

a:l, 4ate4 .71117 ~. 111~, 7 p ... 

!he J:llb .. llf took Up J.Dfonall7 oil Jv.l7 a, 111 til Xr. 

llaa1, Director General or l'oreip :lxohallp, ~ .. ttor 

of ~ aoa-r.-1. tbnco of 4oUare tor ~ 1Datelaent 4l&e 

Jv.l7 1 ror oerrtoe oD 01 t7 ot a- 'IIenau. n .., vp& 

that ~ obUp.UoDa be ••t in 4allan, aa4 .....,..,J.o waa 

placed v:pon tM probable 1nJur1ouo ottoot on future 

cre41t relaUoDIIbip8 aa4 ~ 11lJur7 to .&aerioan holuro 

eholllcl ~ r-s.ttaaooo Dot be -.4a. Xr. Jlaa1 replle4 

that ~ aathori u .. baA taltoll tM clochioll w1 til repoet, 

but that U , .. Dooo .. &r7 beoaaoo tM inflow ot tore1p 

oxohaage uco .. &r7 ror aaltinc tore1p r..tttaao .. hell 

beu out ott with the 'bloolta4e ot tore1p tndo coDHcplllt 

Oil Ihl7'o be1DC at war. Vll4or th .. o OOil41Uou, llro 

/ Maa1 oa14, the r..tUaaooo ware ~eioaU7 1.8pooa1blo, 

but tM roqaU-Ilt that ~lltO be ao4o ropl&rl7 iato 

a 'blooko4 Ura tu4 tna wh1oh 4ollar r..tUaaooo woal4 

onntu.u7 be ado wolllcl prohot tho 1ntoreoh ot the 

toreip holcloro. .. 0&14 that the ._. a1 nat1oll oppl.J.e4 

to 
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~ .... 
• teW. ~ •, u1U.a el n. ... -.- • ftw t••••• 
ftlo, Gl.tl:r ef MU • ..,.,110, 1:1. tl:r ef ... 110'.111, 
11Utatl t1 Ona.te (Jl'lllliU .. aUUta) .... ,eeo, 11-rslo 

t1 Clfttlte (epere pdtlal.lebe) lllt,ooo; 1:1.•1ptN ....,,001, 

!'eJ'Id. .. ,ooo. 
!raaatll'l .,.. ... ,laal .. , llel1 ...... - ..,..., ... 

Merle ... fer AMr1 ... po4a ~I& late IW,. 

!b1• •tter 1llll M u ..... _. tu1:1aer ctll tM 

J'oretp ott1oe. 
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TELEGRAld SENT 

MP PIJ,IN 

Jul y 6 , 1940 

/J :ERICnll LEG.'.TION, 

OSLO , vi~ Stockho lm 

504 , Si>:th . 

Yo~r 04~ . JunE 24 . 

Tl'Ellaur y statts licEnsE 1esu£d July 3 . 

840. 50 FrozEn Crrdits/215 

El< :?L:FB 

!lULL 

(FL ) 
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RAW PLAIN 

Riga 

DotEd July 6, 1940 

REC 'd. 9:07a .m. 

Secretar1 of State, 

Washington . 

KLP 

182, sixth. 

My 142, June 20 . 

Education f,,inister Paul Lcj ins ; 

Agriculture , Janis Vanags; 

Finance, Karlis Karlsons . 

Cabinet members 

• 

WILEY 
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pj~APIIB.UI or DLKOlWl wv&D 

ftCill Aael'1oan lilba .. T, Berl1a, C..l'll&IIT 

EllB: .Jull 8, 1~40, U p.a. 

JIO.I 23'7. 

FCil !IIIA8URY J1IOil HKA'!H All]) roll IIIJ'<.ui.UIOJI OJ' !Ill: 

DJ:PARTJII:M. 
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'fhia ""It Wohlthat, who ia now 111 oharge with ~organ1r.1DC 

the Dutoh aonet&rT and bankiDC •Tatem, wae 1D Berlin and 

aaked that I ooae to "' h.11l. 

'fohlthet anerted that the bankiJIC, 111duatr1a1 aJid 

ooaeroial structure in the Metbarlanda 1a :tunctioDiDC 

8CIOOthlT DOW, and iD that OOWlt%'7' the C..raan 0oTernatDt 11 

g1 TiDC oapao1 1:3' ordere to keT 1nduetr1n. '1'he W18JqllOTJltDt 

wbioh had reaulted froa the d .. obilization of the Arm7 in 

the Metharlande he aaid wu UDUiportant, and wu l'lq)idlT 

btiDC aolTe4 partl7' thro'llgh 88nd1DC Dutoh workers to 

faotori" 1D C..r.&DT. 

Be aseerte4 that the onlT olan in the lletherlanda whl.oh 

wu reaUT ellffer1DC Juet now c011eiated of those who -r• 

dependent upon tWlde and intereat troll "curit1ea and bank 

aocounte whioh ~ blocked in the United States to a total 

ot 1,400,000 guildere, he .. uaate4. a.queet• for loana and 

adTanoee on the "ouritl' ot their blocked u .. t• had been 

aa4e ot be:dl!e bT the holder• ot euoh bloake4 eeour1t1" an4 

aooounta, but up to the preaent he had taken the poeition 

that 1t wu 1 i llo81oal ' for the banks in the lletharland• to 

crut 
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gran' loaaa on Ullb wbioh tor 1:be owaara' proteoUoa had 

blln bloolt ... 

I cUd not aalte U17 oo-ent u I 11atlpe4 to the abo•• 

atat..aata. 

78 

Vohlthat then went on to lltetoh lurope1 e tuture eoonoa1o 

orcanlzation. He aaeerted that u the atrong11t in4uatr1al 

power, 0eraaJ11 would IXel'Oill di OiliYI I OODOJUO infiUenOI 

but that th17 would not ••* to dl1t1'07 the eoonoaio anto~ 

ot the etat11 of Europe 111l1oh fall within 1t1 lphere of 

1ntluenoe. He eaid that Berlin would not haYe a c entrallzed 

eoonollio organizati!)n of the continent with tariff and 

other r11triotione directed asain•t England, the United 

Btat ee or other tradillg natione o••r••••· Howe•er, thq would 

han to talte •••• preferential proteotion aeuure• tor t he 

agricultural producer of Europe , wbo ooul4 not exiet on a 

buil of tr11 coapet1t1on Y11:b producer• in Auatralla aad 

Aaerioa. ru1 Ud not - that 'b7 grant1Jig apeoial protec­

tion f or European agricultural prodnoer1 thl aaaet for 

onr11u aa:rioultural product• would b·a oloae4.. Iaporta 

ot produoa, 1nto Europe, on the oontrUT, would probabl.7 

1nor1ue. He aent1on .. ~t at leut 20 a1111on to111 of 

grain aow had to be iaport.. 111w krope aanual17. In OeraUI)' 

and l n the oountriea talllng Y1 thia the Oeraan lntluenoe, 

there would be a great aad atea411:t 1Doreaa1Jig III&J'Itet for 

ner11u produw other tbaa ap'ioultural. 
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!bq 41d aot 11ltud to oot vp a oi~ OlU'I'eMT r.r 

Buropo. !be lo..,1"11f ~-- 0111'l'UDT wollld o~ oovoo 'be 

tho &al'k, 'beoauo o~ ~ ~oroo o~ Use oooa0111o polllUoa 

0~ 0oi'IIU7• 0oN&DT 11ltu4o4, &0 np141T &0 po .. lblo, to 

40 awa7 wUh oxol1allgo ooDtrol oa noey\h1Dg oxoopt OIIPUal 

truo~oro. boa thoro tho rootrtotlono would not bo too 

onorou, u4 porbiiP• iJIIUreot oont1'ol aoaolll'Oo oo'llld bo uo4 

to aob10To 1t. Gon&DT wanted to JUko a olll'l'ono:r o~ 1Dtor­

nat1onal aoooptanoo o~ tho &al'k, llo aooorto4 tbat Oorau:r 

woul.d &l'I'&DgO oat1o~aotoey tol'SO Y1 th CIYOI'OO&O 11l'I'OOtoi'O 

aD4 oro41toro, and woul.d ... that ~or J'ranoo aD4 othor 

aa4o. Oorm&~~T 41d DOt propooo to dooti'OT tho oooaoalo 

autoao.:r o~ other Stat .. o~ Elal'opo, but thoro wollld 'be 

a •to• aonaont toward abol1oh11lg bal'l'10n to trade and 

buo1ao .. and aonotaey tnnoaotloDo botwooD tho ooutrt ... 

Row.Tor, bo~oro tho outoao wall• woul.d naallT 41oappoar 

DaDT J'OU'II woul.d paoo. 

Wohlthat told •• that ho wao proooDtlng ll1o 

\ 

Ylowo and Dot thooo o~ tho GoNaD 0o1'ornaat 1D tll1o ploturo 

o~ tho ht1D'o oooDOalo o1t'aat1oa o~ .._po. !l-or, ho 

thoqbt that ho wao oon'Ht 1ll ll1o ana1To1• and pro41oUoao, 

and sa•o •• authort tT to uo hU naao 1ll ooaaoot1oa Y1 th 

tll1o PJ"e .. Dtatloa, 

DD or ne ... M. 
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Secretory of Stat£, 

·:iashint;ton. 

2359, July 6 , 10 a . m • 

l 'l.AIN 

Btrl1n 

lJa t ed July 6 1 1940 

Rtc 1d 2:35 p, w, 

.ty No , 1685, ohm£ 5 1 5 p , m, 

FOR TR"ASURY FRO~ HEA'I!l AND ALSO !'OR ~ !IIFORllATION 

vF 'J.1i ~ D!: PARTII!ENT . 

Tht position of thE Rt ichabank ~uring tht f irst 

thrEE VltEks of .Tunt l'las markEd by substantial tastmrnt 

mort ~~an offsEtting thE r.nd of thE month incrtest in May , 

1hE Rr.1chbank 1 s invtatmcnt prctfolio on June 22 amountEd 

to 121 430 m1111oto marks as compared to 12, 125 million marka 

on :·.sy 23 but the ::U:~cEllantouo aauts i t cm was only 1 , 398 

million m~ t·ks as compared with 1 18 13 million marks a month 

ca t•lirr su that tbc tota l of both tokEn togEthEr was 110 

mil ion ua rks lEss t han on May 23 , 

During thE l a st wcck of' June , howeVEr , thE incrcasc 

in the RE ic.hsbenk hold111<r.s was very largc, approximatEly 

twicE as g r cet ss i n thE lest wctk of May, On JUnE 29 thE 

RE1chab'lnk 1a invcstn•rnt bol dinE's wer t 1:5, 234 million marks 

as comparcd to 13, 105 mill i on marks a month earlier but 

mlaccllAncous assets {in which thE REich ' s opere ting· 

crEdit 
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-2- 12359, July 6, 10 a . m., fr~ Berlin . 

crEdit is 1ncluJcd) wtrc 1• 863 million marka as compared to 

1, 434 million marks th£ End of 14ay eo that the total of 

both togEther was 558 million maries grEater than on 

Uay ~l and 1, 269 million marks greater than on June 22. 

''he lnd1 vidual i tcms (in million maries) stood as follows 

on June 29 ccmp3rtd wi th Kay 31, the latter in par£Dthteie a 

commercial and treasury billa 12611 (12569) ; eligible 

securiti es 143 (192) ; collo.tcrd loans 25 (31); . 
m1e o£llancous securities 454 (363) , 

Ther e was again "' r Eeord o1l•oulo t1 on of Rciehsbank 

notes on June 29 rumountlng to 12, 785 million marks as 

con.par td "lth 12, 594 million marka on May 31 also a 

record figure , Thtrt was a sharp increase in call 

deposits the last wEEk of June 1n contr ast to uy thE totol 

bEing 1, 854 million mnrke on JunE 29 oe compared '111. th 1, 470 

million mrlrs on May :n . On June 29 thE Rdchsbanle 1a 

holdings of coin wert 356 million m~rles and of 

RcntEnbank notes 376 million .arks, dtorcasea of 43 ond 

10 million marks rcspeotivtly h~v1ng occurred during the 

las t Ti££1< of the month . 

Thn•t hils bttn no impor t'lnt change in the genE rtLl 

trt nd of the Reiche bank ' s pod tion thnt is a a tcedy 

cxpme1on of investments o.nd note c 1rcula t1on undoubtedly 

due cbiEny to the REich's continued heavy dEID!lods on 

tht 
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:~- #2~59 J July 6, 10 a . m., from Btrlin. 

tht moncy o.nd cl\p1t!ll - l!ln:t e' · The foot that thtrt waa 

• rcl~tivEly modtr~tc incrE~SE in the Rcichab~k' a 

holdinc-s tbe tnd of lilly o.nd :m unusually aubst:mt1nl 

t"'SEmtnt 1n tht follow ing wttks waa probably &.tc to thc 

ttmpor".ry CCSS 'I tiOD Of the iSSU,ODCC or 4 pEr CEnt REich 

~'re -~oury CErt1t1oatte from thE middlt or Uay to JunE 16 

ond thE rElo. tivEly hcovy EXpanSion thE tnd of June wo.a 

prob'lbly dut to ita ooincidcnoc with tht tnd of a half 

yc:u- ptriod. 

Since midyt• r 1939 thcrc bas bEEn an increasE of 

-.pproximo. tcly 40 per eEnt in t hE REiababank 1 s invEstmcnta 

plus misocll~ncous o.sscts and of 46 ptr ocnt in notE 

circula tion plus o ~ll dEposits oomp'll'Ed with 1ncrcas£s or 

20 pEr omt :.nd ~2 pEr cent rEspEcti vtly from mi dyE!lr 

1938 to midyEar 1939 . 1hE ratc of cxpo.nsion bas thus 

• ccclcr~ tcd during thc paat twelvE months , Thc cxpo.nsion 

i s , howcvrr, not o.s grco.t a~ many obscrvers o.nticipo.tcd 

in vicr or the enormous wa1• expEnd1tUl'C s during 

ttost of t hE ~st yca1• e nd tht rtquirEIIlcnts for o.dd1t1onal 

currmcy r t sult1ng from ttrr1 tor1al o.cqu1e1 t1ons , 

IIE.ATB 

DDI 

82 

• 

Regraded Unclassified



Honourable 

lamdl•-. 
WAI•I•OTO•, D. C. 

Personal and Secret 
JUly 7 th, 1940. 

Dear Kr, Secretary, 

I enclose herein ~or your 

personal and secret !~ormation copies o~ 

the latest reports received ~rom London 

on the military situation. 

Believe me , 

Dear Mr. Secretary , 

Very sincerely yours , 

He nry Uorgent hau, Jr., 

United Stat es"Treasury , 

Washington, D. c. 
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personal and Secret. 

Dear Mr • Secretary, 

.. ITIIH UI184SSY, 

WAIHI•CTO•, O. C. 

July 8th, 1940. 

I encloae herein ~or your 

peraonal and aeoret information a copy 

o~ the lateat report reoeiTed ~raa 

London oa the military a1tua t1on. 

Believe me, 

Dear llr. Saoreta.ry, 

90 

Very aincerely youra, 

The Honourable 

Henry Moraenthau, Jr., 

United Statea Trea.ury, 

Waabington, D. c. 

' 
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JUL 8 19-40 

liT dear Ill'. Jneecl·ca 

Ia aocordaMe witll 70/U .....,.., I u ~1q a MpJ 
et u.. ~ ot &II'' t ot ~ aD4 11•- to lie •terM 
1Ato loel ID J11.e llaJell\711 ~D\ 1D tile 11D1\ed l1nl"­
aD4 tbe llricht. '-uUoal CorperaU•• 

1'bU ~ clittere rz.c. tiM dftt\ heNtotore lllllaitt.eol 
t.o 70U b7 \be 11J'i&.b\ '-tical CorporaUOil in t.llat. 1t. 
,_ tor • clitt ..... t. tena. 

!be eU\11 panpoapll ot \hie bat\ ""liMlnl Oil pace ) 
prondea u..t tile 1 ... ellall ter.iAato .u ._, .. a1'\al' tile 
llri&ht. .le ....... ut i -.1 CorporatiOD OMIII to be ....... r Obli&lllUOD 
t.o clellnr ancinee to tbe l!ri\ub 0......-nt, or au -.t.M 
at\er t.be -•uca or the 1111t10Ml -1'1'11107 daelared b7 tile 
I'Noi~nt OD S.ptoaber 81 19)9 to a:ld.8\1 wb1el>enr date U 
later, 

'l'be rent U>der tba laue oonaioto ot p&1Unt b7 tile 
11r1ch\ .lorc>MUtic&l Corporatio.n ot ........U looal d.ii'Ht ~ 
part.)' \uee ....... d aplut. tile lalod, INlld.inp, ...... .,., 
...UJIII&II\ - ~r oCaoi11U• ~. I'NY18ion i a &lao Nde 
tor • relooatiOft tee or n,s,,ooo, thU u 8)00, 000 _,. tllul 
in t be .ira tt prennal.)' .., "" t ted. 

'tlla Wricjlt .lereMuti-.1 Corporation baa ..._.ted tile 
Ce-1aa1.-r or late~ lllit•• te rala up111 ito liabUi\7 
tor~ \uee ......... \he~ ... \lie c-··•1oDII' ot 
lDteftlal !IIi.._ llbortl.)' 'll1ll 1N~~e a rol1q on tll1a point, 
IIMIN>1le, I ~ 1"" ~d lllte t o ilaft t.be 0"1'7 ot tile 
laue 1D order to ~te~ wt.\her u ,_ rert.oed it. &deqltat.-
1.7 Mte~ t.l-"' intereat. ot the Onit.ed Stat.. 1D the laaaed 
tao111t.Ua, 

,..., trul.7 7"""'. 
!>urne~ l 'R ,.ortsll\bau. Jr 

IIOD, W111.1aa 8, ...... _ 
.ldti.ler on Induatrlal ProctaGUon 

.ldrt.o017 c-••1on of the Coc\e1.l 
ot •uooa1 o.t-... biD&t..,, D. C, 

I 
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THE ADVISORY COMMISSION TO THE COUNCIL Of' NATIONAL DEFENSE 
FmERAL RESERVI! BUILDING 

WASIIIHGTOII, D. C. 

July s, 1940 

Dear Secretary llorgenthau: 

1!any thanks tor ;pour l etter of JulJ' 8 with 
which -• enclosed a copy of the dratt ot agreement ot 
l ease and license to b e entered int o between llrl&ht 
Aeronautical CorpOration and Hie Wajeaty's Government 
in the United Kingda~~ . 

\Ve have today written the \'/right Corporation 
withdrawing objection to the lease. 

The Honorable 
Secretary or t be Treasury 
Vlashington, 0. C. 

Very truly ;pours, 

~ 

Q 
& 

(Phot oetat1o copy to Arthur PuM1• 7/10/40 per Koll:ay) 

:co 
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ll!liOIW!l!l. FOR TQ SIC!\I!ARI! JULY IJ, 1940. 

l!t Sb1pp111C Sit .. ti(!!. 

The Association of American Railroads reports the volume 
of export business handled through the Port of New York in JUne 
exceeded that tor ~ month since the beginning of the war. 

Some of the railroads show an increase in JUne of over 20~ 

compared with the previous month. 

The average number of export cars of freight lightered per 
da7 continues to run in excess of 900. 

The number of cars on hand awaiting lighterage continues 
to average about 5000. 

There are 5400 cars in railroad owned storage facilities , 
with room for another 10, 000 cars. 

Lighters on demurrage numbered 73 on July 3d. 

The grain situation at New York is unchanged, with stocks 
of about one and a quarter million bushels. The railroad elevators 
a t Boston are full , with a large number of cars containing grain on 
t rack under load • This i s believed to be grain sent to Boston 
for shipment to France and it is expected t hat 1t wUl ultimately 

be moved to the Un1 ted Kingdom. Railroad grain elevators in 
Philadelphia and Baltimore ar e finding employment in receiving grain 
from Australia which is to be transhipped to the United Kingdom. 

The usual weekly report or carloadings will not be available 
until tomorrow on account of the JUly 4th holiday . 

The rail roads, to keep themselves in a liquid position to 
meet defense demands, are banning the use ot open-top cars tor 
storage purposes. This wUl have par ticular bearing on the movement 
of the large tonnages of export s t eel . The railroads have cut the 
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~ 5, 1940 . 

trans-continental freight schedule b7 twe.nty-!our hours. U 

there should be a resumption of movement of Pacific coast fruits 

into export this shortened overlend running time will lie beneficial 

to New York versus the direct sailings !rom Pacific coast ports. 

The steamship and expor t trades are frantically endeavoring 

to obtain an extension of the dead line !or clearance or strategic 

commodities on which export licenses wi.ll be required. It appears 

inerttable that ships scheduled to sail in the immediate future will 

either have to be delayed or else sail short of cargo unless some 

relief is obtained. 

There has been an adverse turn to the Far East cargo 

sLtuetion, due to British-Japanese tension, which has been reflected 

in cancellation of cargo bookings , particularly to Hong ~ong. 

The growLng tension in the Far !est is likewise reflected 

in i ncreases by underwriters of war risk insurance rate•. The r ate 

on vessels other than Ame.rican-flag i s ~ and on American ships 1$, 

compared with a maximum of 1~ which was in effect sever al months ago. 

Chartered trading continues extremely dull; the only fixture 

or interest being the Swedisll steamer •SILJAN" , Atlantic range to 

Oni ted ~dom JUly, net form )2i¢ per cubic foot . This ship has 

placed on berth !rom New York, Baltimore and Norfolk to Dublin and 

Liverpool ( end to Cork if sufficient cargo off ers) b7 the General 

Atlantic Steamship corporation, until recently a.!!iliated with the 

Bernstein interests. Considerable interest i s manitested in the trade 

as to how the operators can hope to break even. 

Regraded Unclassified



TREASURY DEPARTMENT 

I NTER Ol'l'ICIE COMMU NICATION 

. -.. r:4 ... u 

DATil JuJ.T 8 0 1940 

Soorotar.r MorpntbaQ 

CONFIDENTIA~ Mr. Cochran 

AltboU&J> otor11.11c receded thlo morn"'ID& f roa 3. 76 at tho openinc to a noontime 
lowl of 3. ?3-1/2, 1t roconrod dDring tho afternoon, roaohiDC a hi&~~ o! 3. 77-1/4 
lolo in tho da7· 'rho final rato wao 3.7&-1/2, a pin ot 1/21 ""r Saturdq'o o1ooo. 

Saloo ot opot otorliDC ey tho oix roporUn« baDka and 1v tho Pedoral l!eot~ 
l'.oDk of !In York tolalod ~3,000 tr011 tho toUOWiDC OOIU'eOOI 

1bt eo .... rcial coru:erna • ••.•••••••••••••• • •••.••••••••••••••••.••••• I. 4l., ()(X) 
lb' foro~ baDka (Juropo, South .U.rlca and Jar laot) • ••••••••.••.• U 94, 000 
IIY tho J'oderal l!eoorn Bank of lin York ( t or Tucoolarta) ........... ;!. 48 , 000 

!otal ••••.••• ~3,000 

Purehl\ou of opot star ling a.ountod to ;1.210 ,000, ao indicated bol.,.l 

~ cOfi!Mrc t&l conc1r11e • ••••••••••••••••••• • •••••••••.•••• . •••••••• · ' 98 , ()0() 
IIY !oroi~~:n bank.o (Sout h .beri ca, Par Jaat and Juropo) . ............ . ;1.122, 000 

Tot a1 ••••• • • . ;!.210, 000 

Tho fo11 .. 1D!I; roport 1D!I; baDko oold cotton b111o tota11D!I; ;1.25 , 000 to tho ~1t1ob 
Control on tho baaio ot tho official rate ot 4,03-1/21 

U5,000 1v the Chaao llaUoDal l!aDk 
7,000 ey tho lniD!I; 'lruat Coll])a.IIY 
3, 000 1v tho G.laran\7 'l'ruot COIIJI&I1J 

;1.25, 000 'Ictal 

StorUQC in tho MOomt ot ;1.13, 000 waa purcbaaod fro• tho llriUoh Control a t tho 
••••~•·•• rate of 4.03-1/2 1v the tollowiQC baDI<al 

;!, 9 , 000 ey tho Guar&nt7 !rut C011~ (for wbiaq and wool) 
4,000 ey the Cbaao kUoDal lanlc (for Juto) 

1.13, 000 !otal 

Tho Cana41an 4ollar, whi ch 1apro" 4 oono14orabl1 t .,.ar4 t ho and ot laat wool<, 
a woall: t ono todq. It clooo4 at a 41ocount of 1$-3/4'fo, aa cOIIJ>&l'04 with Sa tur4q' o 

quotation of 12'{o. 
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!he otb.er eu,rreDC1ea clo.e4 ae follwat 

SWho t,....o 
Lira 
llelchoiO&J'lc 
Cuban puo 
lie :dean pu o 

.2267 

.oeo5 

.4004 
9-15/16~ 41ooount 
• 1993 b14, • 202!5 of ford 

l OS 

We purc:Meed $12,500,000 1n told troll tho eiU'Illarlced account of tho lluk of 
EO!:l&lld· 

'Pbe 7edoral Ruern Bank of !In Tort reported that the followln« thl~ntt of 
cold • •re btlac conolcl>•d to 1t: 

SlS,506,000 t r os ln«land, ahlppod b:r tho llo.nk of l:n«laD4, to bt ear.arlced tor 1tt .,.... 
f..CCOl.lDt• 

3,648,000 troa l~~t;land, oh1ppod b:r tho Bank of lacland, to bt eararlced tor accOUDt 
of t ho latloD&l '!lank of tho 1:1QC«.ooo of Tucoolarta. 

1,370, 000 tro11 Portn«&l, th1ppo4 b;r tho Bank of Portucal, to bt o~rlced tor 1tt 
owa account. 

1,027, 000 troa l~~t;land, ahlppod b7 tho Banlc of lncwd, to be oanarlced tor accOW>t 
of tho SW1oo Rat lollal BaDko 

1,021 ,000 tr011 l~~t;land, ohlppod b7 the :Bulc of J:acland tor accOUftt of tho RC>Tal 
"5:572,(:00 Rorwotlan Gonrllll8nt , d1opoo1 tlon UDlcnown • 
• 2 !otal 

'l'ilo State Dtpart110nt forwarded to uo cablu otatln& that the follodn« th1p110Dh 
or 10ld wore bei~~t; ... .a from l~~t;land, all of which are f or oalo to tho U.S. An~ Ottlce 
at 11 ... Tort. 

$218,000 th1ppod b7 Sharpe a.nd 111k1no, Loadon, t o Doa.1n1ck and Doain1ck, In Tot!<. 
156,000 ohlppod b7 Ll01"- and lfatlonal ProrlDclal :rorelcl> lluk, Londnn, to the lla.nk of 

Loadon a.nd South .laerlca, 1.., Torlc. 
71,000 tb1ppad b:r tho latlonal CltT lluk, Lolldna, to 1to bead office at 1.., York. 
68,000 thlppod b:r the Gaa,....tT fruot Cna~, London, t o 1to bo&d oftlco at 1.., Tori<. 
43,000 thlppod b:r Sharpe and IUldllO, LoAdOn, to t ho Chato lational 'llallk, In Tori<. 
30,000 thlppod b:r s. Japbot, LoAdOD, to t ho OuaralltT !ruot c.,_, . ... Torlt. 
28,000 th1ppo4 b:r lrlan«on Ltd., London, to J . A I. So11pall, In Tori<. 
14,000 th1ppo4 b:r Cohen do Sa1ttb1oror, London , to tho llaUonal Clt7 'llallk, In York. 

S628,000 Total 

Tbo l!omba,y &ol d prlco &d.,...,cod tho OCIU1nlont of 9~ to $33.82. 

Spot t 11Yu 1A l!o:ob~ wao oqulftleot to 44.1~ , up 1/81• 

In Lon4oa, t po t ollnr wao unchan«ed at 21~11/164, and tho forward quot,.tlon 
• to 21-5/Sd, up l/16d. Tbo 0. s. oqulftleoto wore 39. 431 a.nd 39.~ roopoctlnJ.:r. 

CONFIDENTIAL 

Regraded Unclassified



106 

-·-
...., u4 .._, ... tu-t ,n.e fw f-lp ollwr - • pi •' -.a/fl• 

tiMI ft_u,•a ,_ t··· ,n.e fer t ... lp eUftr ._We rr t··•• at Ill· 

to .... ols ,.......... If ollftl' totalbl 1111,000 -• water tho Ill- JW "•• 
""'· ot tllll •-•· 1111,000- NJII'I-\14 oa1oo tn. tawa\o17, a.1 \Ill 1'1-
• lllllc 100,000 oaooo oouio\14 ot - prMuUoo tl'aa fol'llp •-'rl.lo, tor t01'18H 
~UW17• 

CONFIOENTIA'-

Regraded Unclassified



TREASURY DEPARTMENT 

INTER OI'FICE COMMU NICATION 

DATI< Jul¥ 8, 191Jo 

Socrotary KorgODthau 

'"o" Mr. Cochran STRI CTLY CONFIDENTIAL 

• r. ., _u 

Mr . Pi~oont, J'1nenc1Al Ccunoolor ~ tho l!rithh !la'baoq, tel "!'honed •o at IIY 
ho:>e t t 6:)0 p.a. on S&turdq afternoon. Re etated that he hod Juot rocoh ed a 
CA'blegraa !roa hit Oonru.o011t 1n regard to tho r eport that tho 'l're&SUJ7 Departaont 
vat allowing tho branchoo 1n Spain o! tho Credit ~OI1D&1o t o draw up to 25 percent 
o! t heir balaneu ao ot Juno 28, pluo 25 poreoDt ~ nov depooito roeohed there­
after. PlDoont oald London vao ::melt concorDed OYer thio ad dooired to f1D4 out 
vl!other ~hi o r epruonta an:r loosening ~ .&aerl..., control or chanl;o 1n pol107. 
?ln.,ot ""' l notructed t o protest t o uo 1f thio reprooonted N17 looooning in con­
trol. 

I t old Plnoont t hat I vao not d1roetl7 familiar with tho eaoo under rotoronco. 
thot I would talco tho matter up with 1117 colloaguu on Monda;r al>d lot hill know 
fneto. 

Regraded Unclassified



1 QO 
~ v 

TREASURY DEPARTMENT 

INTml ~COMMUNICATION 

Dt.Tt J\al7 I, 1140 

aoerot..-r Merc•lball. 

I , R. Rt4107 

mown 1011!' 

s.u-te4 
Ofton~~e llaJb\ 

~ %Ia U.tli J'nco J'rico Pnai-

~ 1~1/a-> 1a->1{2 1"· 1.14 100 101.16 1 11'· 16/32 
(12/15/50-52 1.18 100 101.4 1 11'· 4/aa 

3-1/af, 11-3/.,. 13-3/4 71"•· 1.t6 100 101.18 1 11'· 11[32 
( 3/15/53-54) 1.18 100 101.12 1 11'· 12/32 

3-1/lf, 12 - 14 71"'· 1.tl 100 101. 12 1 11'· 1%32 
(6/15/5"C-&4) 2.00 100 101.6 1 11'· 6 32 

3-l/tf, 13>-1/ a-> 15-1/2 71"'· 2.12 100 101.16 1 11'· 16/32 
(12/15/53-56) 2.14 100 101.1 1 11'· 1/ 32 

3-1/ .,. 13>-1/"C- 16-1{ 2 1"· 2.13 100 101.12 111'· ~32 
(12/15/53-56 2.15 100 101.4 1 11•. 32 

3-l/.,. 13-3/.,. 15-3/4 7"· 2.14 100 101.10 1 11'· 10/32 
(3/15/64-56) 2.18 100 101.2 1 pt. 2/U 

3-1/tf, 13-3/.,. 15-3/ 4 71"•· 2.15 100 101.6 1 1,. •faa 
(3/15/&+oB7) 2.1? 100 100.30 30~ 
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TR.EASURY DEPARTMENT 

INTERoOFFICit COMMUNICA'TlON 

TO 

The Work ProJects Ada1n1etrat1on reports that 1,666,000 
persona were eMployed during the week ended June 26, 1946, a 
daollne ot 4S,ooo trom t he number employed during the preoed-
1ng week. Th1s 1nd1catea a decrease ot 259,000 persons e1noe 
the end ot May. 

Attachments 
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IOU Pllo.IEm8 AIICUIHRA!IO• 
luaber of Worker• ._p1ore4 - IOnChlJ 

UD1h4 8Cahe 

llO 

luaber of Worker e 
193S 

Januarr 
Februarr 
March 
Apr11 
11&7 
June 
Jul7 
Allg\llt 
Septeaber 
oct ober 
NcYt&ber 
Deceaber 

1939 
Januarr 
Februarr 
March 
Apr11 
Mar 
June 
July 
Auguet 
September 
Oct ober 
No•e&ber 
December 

194o 
Januar7 
Februarr 
March 
AprU 
Mar 
June 

Source: Vork Pr ojecte Ada1n1etrat1on. 

(In thouean4a) 
1,901 
2,075 
2,"5 
2,582 
2,67S 
2,S07 
3.053 
3,171 
3,22S 
3.346 
3 ,28] 
3.~ 

2,~6 
3.~3 
2,980 
2,751 
2,600 
2 ,551 
2 ,200 
1,s42 
1,790 
1,902 
2,024 
2,152 

2,266 
2,324 
2 ,2U 
2,092 

~:~~ 

Monthly tlguree are weeklr tlguree tor the 1ateat 
week or tbe aonth. 

The7 1nc1u4e oert1t1e4 &D4 nonoert1t1e4 worker& . 
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.WORI PRO.BOTS AI>MIHIS'fJIA'l'IOJ 
Nu.ber of Worker• Z.p1o7ed - Weakl7 

Unl ted Stat .. 

111 

Week Ending 
1939-~0 

December 6 
December 13 
December 20 
December 27 

Nuaber of Worker& 

Januar7 3 
Januar7 10 
Janu&r7 17 
Januar7 ~ 
Januar7 31 

February 7 
February 1~ 
Februar7 21 
Februar7 28 

March 6 
March 13 
March 20 
March 27 

April 3 
April 10 
April 17 
April 24 

Ma7 1 
May 8 
Ma7 15 
Ma,7 22 
May 29 

June 5 
June 12 
June 19 
June 26 

Source: Work Project& Adain1atrat1on. 

(In thoueanda) 
2,0u 2,12 
2, 1 
2, 152 

2,160 
2,190 
2 , 222 
2,244 
2,266 

2,288 
2 , 306 
2,319 
2,324 

2,32~ 
2,319 
2,312 
2,288 

2,2o4 
2,162 
2,118 
2,092 

2 ,059 
2 , 008 
1,970 
1,945 
1,925 

1,859 
1 ,785 
1,714 
1,666 
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1.13 

TREASURY DEPARTMENT 

INTIIR 0~ COMMUNICATION 

DAft J~ I, 19'Jo 

STRICTLY CONFIDENTIAL 
011 JuJ.T 6 llr, Li'r .. q hlepboDC ae froa ihe kah Depar\a&\ h \he etfeoi 

t hat the r. J. 1. IlK -'• anila'ble h hie Deparia&i ooatibDU~ a repon 
upon the JaDoa 4• la Iaol&D ot lluaoe .Urea, 11h1oh 1aeUh.Uoa lla• enu4e4 a 
credit thro""' \he C...tral llaaonr 1'rllft ot $200,000 h the lieli&D Ltue. a ..... 
otat ed that the Ueli&D Liue he4 1a tVD approache4 the Cctral lido,.... tor a 
opoo1al arr.,_eat 1D recar4 h pqiloc ou \hie - · \he purpoee &erect 1o aa14 
to 'be h pq tor oU &D4 toobhtta o'b\aiaet 1D \hie cov.a\17 . 

I t ol4 Mr. L1nM7 tllai we were 1ahreete4 1D reoei'f'iDc illtoraatiOD ot thia 
ld114 . S:. heeUa\84 io aoao4 a oow ot ihe ropon to ue , olaoe U -e reeaiftll ae 
otr1ct 17 coat14&Ual tor ihe Depanact ot ltah. Be thncl>t w alcjlt bdre 1a 
tho !t'aa11117 Dtp&J"iamt h arraaca tor .. ch reporh h 'be rooe1n4 liT u 41recil7 

r . J. I. With \he S.crei&l71 e ~ I ••0114 lib to aok .L .. letaat 
Gao\OD iO .... ihit ......_.,, 

~~f· 

J-el7 u. l,a.G 

Uhr ooanliaUoa wUh \he lecrei&IT I tatone4 Mr. Lifteq aa4 llr. Oaeioa'• 
ott1oo \hat .,. are alrlll47 noehiac pentaeai iatoraUoa troa iller. J . I. 
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INTER-QFF1C.E C.OMMUNic.ATlON 

fO Secret~~nthau 
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114 

COIIFIDEII'l'UL 

DATa Jul.)' t! 1 l911o. 

Subject: The Buaineae Situation 
We ek ending Jul7 6, 19~. 

Conoluaiona 

(1) Y~ile the significance ot current buaineaa ata~iatica 
1a obscured by Fourth ot Jul)' hol.1day intluencee, bua1neu ac­
tivi ty apnears to be -.king further gradual ga1na . The percent­
age deollne ln steel output during the holiday week wae l eaa 
than in either ot the two previous )'ears, and thia week a riaa 
to $6.4 per cent ot capacity carries the at eel rate to within 
. 1 oolnt ot the pre-holida7 rate. The FRB index t or June 1a now 
satlaated tentativel)' b7 the Board at 115, an 1ncreaae over 
earlier eatlmatea . During the laat week ot June the Hew York 
Tlmea index reached an FRB equivalent ot llt!. 

(2) Recent developments ot a favorable nature include! 

(a) A three weeks ' r1ee i .n our "index or cont1dence•, 
which auggaata that inveatora are taking a more opt1alat1c 
Tlew or the outlook tor corporate profits . 

( b) A tendencr toward improveaent 1n prices of farm 
products. 

(c) A t'urther expansion 1n automobile aalea during 
t he laat period of June, wblch a&7 raiae the June total 
to an lncreaae over Ka7 tor the tirat li1ae i .n recent 7eare . 

(3) Unleee the actual production ot aateriala tor t he de-
fense program contribute• aaterially to buaineas activit)' within 
a few montha, lnduatrial output a&7 level off tor a time not tar 
from preaent leTele. Thla aigbt raaul t in soaa deo11ne 1n the 
aeaaonall7-adjua te4 buaineas 1ndexaa during the tall. In an)' 
oaa:, to aaka aoat affec t ive utilization ot our 1nduatr1al ca­
pacity and l abor force the next taw aontha 11lgbt well be u .. d 
for lncreaaed production or civ111an sooda, in order to avoid 
later ooapetitlon with detenee neede. A cona1derable IIOTeaent 
toward anticipa t ing later requ1reaenta or such soode 1e alread7 
Under way ln induatr)'. 
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secretarr Morgenthau - 2 

Bueineee gain• continue at elower pace 

fhe disruption ot bueineee actiTitJ br the Fourth ot 
JulJ holidaJ, tor which adequate aeaaon&l correction ia not 
poeeible, obecurea the e1gn1ticance ot current weeklJ bueineee 
i ndioee. The general trend, howeTer, appeare to be graduallr 
upward, contrasting eomewhat vith the sharp gaine aade during 
Mat and earlJ June. Some eTidence ot a continued rieing trend 
appeare in t he relatiYelr aoderate percentage decline in 1teel 
output oYer the holid&J, and the prompt reooYerJ thie week. 
The deollne ot 14 per cent comparee V1th 29 per cent last rear 
and 22 per cent in 193$. In the three preYioua rears, hoveYer , 
t he holidaJ decline waa leal than thil rear . 

For tha week ended June 29, another tra,tional gain in 
the New York 'l'iaee index carried the index to an FRB equiY&­
l ent ot W. (See Oh&rt 1. l 'l'bJ.e comparee V1 th an FRB index 
ot lo6 (reYiled) in Rii, and a tentatiYe eetiaate recentlt 
made by the Federal Reeerve Board ot about 115 tor the aonth 
ot June. (Lover eeotion ot oh&rt.) Our weeklr eetiaatee tor 
June aYerage 116. 

The trend ot busineee aotiYitr OYer the next eeYeral 
months will depend to an important degree, ot course, upon 
t he rapidltJ vith which t he detense prograa ie tranalated 
i nto actual production. Muoh ot t .he rile eo tar hae been 
due t o anticipation ot thia prograa, partioularlr V1th 
rupect to steel production, and inTentoriea ot steel prod­
uote b&Ye been built up to rather high leTele. The tact 
that the increased actiTitr hal occurred during a period ot 
normal esaeonal elaokening hae exaggerated the rile ae aeal­
ured br eeasonallr-adJueted indexee. 

For adjusted production indexes to maintain their pree­
ent lnele, there liUit be euperillpoeed on preaent industrial 
actiYitJ the seaeonal increase in act1Titr that noraallJ 
oocure during the tall months. The present backlog ot un­
filled orders for eteel and certain other produota, and the 
rising trend of ooneuaer buting, ¥111 help in that direction, 
but lt i e not ret clear whether tbeee will be euttioient to 
aaintein production until the detenee prograa becoaee a aore 
aotiYe etrengthen1ng taotor. 
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During t he peri od bef ore t he defense orogru begins to 
put heayY demands on industrial capacity and skilled l abor in 
various i ndustries , i t would see• advantageous to anticipate 
c ivilian needs as tar as pr acticable. A considerable voluae 
ot anticipator y production is already being done on the initia­
tive of industry. Siailarl7, a movement t o i nduce consumers 
t o s t ock up With coal nov , to allevi ate rai l r oad congestion 

• next winter, ie under way . 

The steel situation 

St eel orders recently have shown irregular t luctuat1one, 
instead of climbing steadily as they d i d during ¥~y. (See 
Chart 2.) Orders reported by the U. S. Steel Corpor at i on t or 
the week ended June 27 t ell back to g6 per cent ot capacity, 
tro~ 108 per c ent in the previous week. While new orders in 
June tor the entire industry are r eported to have been the 
highest t or the month or June eince 1929 , t he total has been 
coneider ably below t he volume booked l a s t October, as the 
U. S. Steel figures indica te. 

This rais es the question whether steel output i s likely 
to r each the peak levels ot last Novewber unlese new ordere 
show further i mprovement, particularly einoe ateel inventoriee 
have been accumulating at the mille tor several aont hs. The 
t act that the U. s. Steel Cor porati on baa been operating at a 
higher rate than t he i ndependent companies dur ing the past 
~onth ( lover section ot chart ) is some i ndication that t he 
i ndependent companies have received a relatively smaller vol­
ume ot orders. 

There were further declines in prices ot scrap steel last 
week, t he Iron Age composite price being 66 cents l over , at 
~18 .92 a ton . The weakness i s ascribed 1n part to ecrap orig­
inally destined tor Japan co~ing baok on the do~estic market, 
t he ottsring by the Italian government ot 60,000 tons vhiob 
had a lready been loaded tor shipment, and a general tendency 
f or dcaestic eellere t o otter acre free l y and t or buyers to 
reduoe their bide. Another eteel coet coapone nt , boveTer, hae 
advanced in Pittsburgh: beehive coke (used in making pig iron) 
vae marked uo 50 cents a t on to $4. 50. Production ot beehive 

- coke baa been relatively heavy over t he past sever al a ontbe, 
owing to some tightneae in eupplles ot by-product coke. 
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Eetiaated oarloadinge ot ooke tor June were higher than at 
the peak• in 1936 and 1937. 

Doaeatio oontidenoe iaproYing 

An i ndication t hat oontldenoe ln the outlook tor 
induetrial profit • ia i noreaaing ie proYided by a three 
weeks ' upturn in our calculated 1 i ndex of oontldence• de­
rived trom relatiYe yields on high grade and eeoond grade 
banda. (See Chart 3.) The upturn, which hae oarrled the 
index nearly baok to t he leYel preYailing before the in­
vaaion or Holland and Belgiua, euggeate that inYeetors 
hive again turned t oward eeoond grade bonde ( t or epeoula­
tive protita) rather than putting thalr aoney into high 
grade boncll t or eatety. 

Incree.aed coneuaer oontidenoe ie indicated by a fur­
t her oontra-eeaaonal gain in autoaobile ealee during the 
laet period or JUne, and by inoreaeed retail etore aalee. 
Retail dellveriea of Chenolete during t he final 10 daye 
ot the month were 15 per cent ahead of the preYioue 10 daye , 
and 37 per cent higher than in the eaae period or 1939. 
Sale• or the Chryeler Corporation tor the week ending June 29 
wer e the h1gheat ln the corporation' 1 15-:rear h1ator:r. Total 
aalee t or t he induatry in June are eetiaated i n the trade at 
5 per oent aboYe KaT , t he flret June inoreaee in recent yeare . 
Salta have been atiaulated to eoae axtent b;r t he threat of 
pr obable prlce increaeee . 

The lnereaae in retail bu;rlng of other pr oduote during 
June hie oarrled the Federal ReeerYe adJueted lndex of de­
parta ent etore ealee t o 93, whioh le 6 pointe aboYe the KaT 
figure and the higheet einoe laet Deoeaber. 

Ohemloal induetrz acre aotiYe 

AYailable data indicate that doaeetio consumption of 
ohealcale t or t he tiret 5 aonthe of the current year ran 
about 17 per oent ahead or t he oorreepond1ng perlod of 
1939. The figures t or Ma7 were onl:r about 9 per oent 
below the peak figure of laet October, and ln eoae quar­
ters it ie expected that the induetr:r v1ll reaoh new rec­
ord h1ghe before the end of t he year. 

' 17 
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Moat ot the domestic peaoe time induatriea which are 
heary oonsUilera o! ohemicala have been operating at h1gh 
leTele. A possible exception i s the !ertili~er industry, 
e1noe ua1lable data indicate that !ertil1zer aa1ea have 
been only aodera tely aboTe 1939 levels. The rate o! pro­
duc tion in the paper induatry, exclueive or paper board, 
vaa 94.5 per cent during the last week or June, as compared 
vitb Sl.2 per cent a year ago. L1kew1ae, euoh important con­
sumers ot chemicals as t he petroleum, raron and glass indue­
t r1ea have been very active, although eome nearby recession 
may occur 1n petroleum production as a result or measures 
t o out oTerproduotion, and in r&Jon as a reault o! seasonal 
in!luencea. 

However, in addition t o the good volume or business 
vb1oh baa been accruing to the induatry troa peace t1ae 
requirements, proapeota are !urther 1aproved by t he at1au­
lue to be received !rom t he national de!enee prograa. Th1a 
vill not only expand t he demand t or ohemicale to be used 
in explosives and t or other ailitary requiremente, but will 
alae indirectly increaee demand as a reeult o! the activity 
in auch industries as iron and steel. Exports o! chemical 
products have expanded ebarply and have shown aven greater 
relat1Te i.mprovement than baa domestic consumption. In the 
firat 5 months ot the current year, exporte o! chemicals and 
related products i ncreased aore than 55 per oent over the 
corresponding period ot 1939. 

Agricultural nrieea h1gl!er 

The movement ot comaodity prices during the past week 
hae been teatured by an 1aproving t rend i n prices o! agri­
cultural pr oducts, a continuation o! which would tend t o 
atrengthen agricultural purchasing power. In the tuturea 
markets (see Chart 4) cotton , wheat , lard, and cottonseed 
oil haTe all laproved aomewhat during the weelt , and oaab 
prices tor hogs and beet have extended t he riaing trends o! 
t he peat several weelta . Wheat price• have improved slightly 
on reports ot drought conditione 1n the apring wheat terri­
t or7 and a aoderate reduction in pr1vate orop ast1aatea. 

Pricea or i~dustrial aateriala, on tbe other hand, have 
leTelled out or wealtened aomewbat. (See Chart 5.) Copper 
and lead price• are now at the loveat levels eince t he begin­
ning or the war. 
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New orders index lower 

Influenced perhapa by th.e ap])roaoh1ng J'ourth or July hol­
i day, our new orders index for the last week or June dropped 
to 130 from 172 in the preYioua week. (See Chart 6. ) Mew 
ordera in all three aaJor groupe, aa the chart abOwa, were 
somewhat lower than in the preYioua week. 

Gain& ahoan by weeltlr buaineaa indexea 

A moderat e gain or .~in the New York Times index for 
the week ending June 29 marked t he ninth ooneecutiYe advance, 
carrying the index to 103.2. 

The principal factors in the rise were a greater than sea­
sonal gain 1n mlacell aneoua freight car loadings and a oontra­
aeaaonal rise in cotton mill aotiYit7, although the index or 
steel i ngot ])roductlon alae agal.n contributed notloeably to 
the uptu.rn. Although total freight car loadings reached the 
highest leYel since the week ending NoYe•ber 18, 1939. the in­
dex c t 1 all other• oar loadings actually deol1ned, along with 
the indexes ot electriu power and automobile production. 

This marks the eleYenth consecutive rise in the index or 
steel ingot production - - a sustained trend whioh has resulted 
from ac tual steel operations rising aubatantially in the faoe 
of a nol'1118J.ly daoli.n.1ng uaaonal trend. During the l ast three 
weeks in Jul7, howaYer, the noraal s easonal taotor calla for a 
ris i ng rate Of operat i ons , and in Yiew O f the h1gh l8Y8l Of AC­
tivi ty already attained, a levelling ot t or act ual decline in 
the aeasonally-correoted i ndex or steel mlll actiYity ln the 
near fUture would not be surprising. 

Barron'• index or buaineea activity tor t he week ending 
June 29 rose to 113.1 from 111.7 in the praYioue week, thue 
advancing somewhat more rapidly than the Time• index. 

Preliminary data tor the week ending July 6 raYeal decline• 
• • a result ot the holiday. HoweYer, the decline in s teel op­
erations 1a eatlaated to have been or onl y aeaeonal proportions 
eo that no change in the adJuated index oocurred. On the other 
hand, 110at auto110bile plants worked onl y three daye, and pro­
duction dropoed nearly 35,6oo unite to 51,975. NeYertheleaa , 
thia was atlll 9,200 unite over the corresponding week ln 1939. 
A f airly good racoYery in production ia likely during t he cur­
rant week, after whi ch a ateady and marked decline should aea­
aonallr occur until the beginning or production or new modele. 
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TREASURY DEPARTMENT 

INTKIII Ol'l'lCE COMMUNICATION 

TO Secretary Morgctbau 
STRICTLY CONFIDENTIAL 

Mr. Cocbr"" 

111- . YoUDC•· tho partner 111 Doeinl.c 4 Doainl.c 1n liev York who baJ>4lu thol.r 

torelp buolnou , wao referred t o ao thio mcrniD« by 0o'08rnor SS)'IICsok ot tho 

'2" - 0 

l cdoral Reaorvo llo81'4. Mr. Youngo £II. TO 110 00111 idea ot tho buo1Dooo ot hio concern 

In holdlog oocurltlu boloJ>«lnc t o :D.I.ropl&llo, prlncipall.7 Moo an4 l'ro110h, He ooid 

ooae of thou cuotodt... occoW>h wore quite old baTiD« boon illhoritecl. froa lololn & 

Co::.:&DT who hi o prulllt tl.rm t ook onr that coiiCorn'o lnlolDooo. 

111- . YoUDCo' purpooo woo not to 41oeuoo 11141Tiduel cooeo, but to till4 whether 

vo could gin bill &DT information ao to our lent; term pl...niJ>« on tho troetiD« ot 

occoW>h of lnT&4od coW>t rioo, Ho oaid that thio euot odian buolnoto woo qlllh 

IJij>orlo.nt t or hio co110orn. !l'o ball4lo it properl.7, ho hoped tor i lltormotion ao 00011 

u II J:JB:3 be oT&il&blo oo t o bow VI pl"" to wiD4 up t ho prooont qot•. !!'bat io, 

vtU oo"'o 111otUut1on ou.cll ao tho office ot .Alien Proport7 Cuotodian bo oot up or 

will t h.e t\mde be tre.ed to their oWD.ere •• eooa. ae hoatU1t1ee ceeae or puce arraD£•·­

( ""Io are etfectecl.t 

Mr. YoUDCo otrouod tho ntrTOillllllo ot Moo capitalioto onr t ho outlook. Some 

ot t ho .. hen &lroaq token up rotidonco in thio coW>tq aD4 are villiDC t o reaaln 

t ore If their proooiiCO f03J' help In prooorTiJ>« t hol.r tortunoo. !l'ho quutlon ao to 

~hotbar tho7 ohoW.d rlllain, whether tb.q ohould oet up corporatlono hero to b&D4lo 
tttlr buo111ou , ot cetera , d-s>oedo 111 part upon tho p ollq which thio ao .......... t f03J' 

purouo. Mr. YoUJ>«o r•1D4od ao that our roqlllr•et tor 41oclooure of naaoo 111 con­
nection with J:uropi4JI aaooh 011 thia ....-kot 1107 r.nal 111toraat1on which could l)Oo­

olbly laod t o tho i~~potitlon ot tho do.,.th oentenco by O.re...T , or of hoaTT p rloon 

oent enceo by other oountrioo. Tho quootion ariooo ao to whet her ill our offorto to bo 

helpful ...DA honut euoto41ano, vo 1107 r.o t oo tar alOD« r is14 aD4 puritani cal linoo 

•J>d 4ateat t ho plano ot capit&l bol4ero who baTe oont out refllcoo IIOD.Q' to oocapo v..r 

an4 Ito eonoequoncoo or, parbapo orisinall.7 1D aoae caooo, t o cot out of raoch of 

~nr,e:>.to 111 which the ovnero n.o loD«<r bad eootid&IICo. 

Mr. YoUDCo holo tbot wo aq iD,jure tho crovth of Wow York ao a baDldnt; aD4 in­

notment center It vo do not IIOTI carefully, Ho 1o Q"llpathotic with the 14ao of our 

dolO« onqthing pouiblo to p ertora good cuotod1Nllhip. 

l told Ill-. Younge that vo voro eou1deriJ>« all pbaooo ot t hi o -Doll Tlr7 

thoro~. On tho other band, VI obould appreciate rocoiTiD« troa hill 0117 oboerT&­

tlono, YT1tton or oral, vb!ch hio f1rll aicbt care to aol<o a o a rollllt ot Ito 

txptriiiiCo aD4 baaed on ito co11tacto with toroiporo baTiD« aoooto on t hio aarl<ot . 

l eD4aaTOro4 t o plaeo Mr. Younge ill touch vi t.b Mr. Pohle, oi110o t ho two aro 

~.C!"1o.ai.ntecl. but Mr. Pehlo -• OJI.C8&od. Mr. Youngo h intereotod In tho Vootorooho 

cat-e . 
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I'IIOKI Alleriou LeptiOil, Bel.Crllde 

io.a 29'7 

IIA'!SI J\117 8 , 1940, II p.-. 
I aa told br the rranoo-lerb Bank in Belgrade that 

. . 

132 

the reg\ll.aUou reoentlr iii&UCIIl'ated 111 th reepeot to tllil 

w1 thdran1 of rrenoh f'lmde troa the United Stat.. han 

greatlr haapered their d .. llnge with their Allerioan ool'­

reepolldent b&Dke in !few York. !her han requuted ae to 

ooammioate 111th the Department in thie regard. !be Bank 

wiehee to point out that When these regulation• are 

applied to the bull1ne .. of the b&Dk in Yugoelarta, 

interute wbioh are entirel.r Y\igoelaT and wbioh are oon.­

trolled 'b7 Yugoel..arta are adnreel.1 atfeoted. 

I told the b&Dk that I wo\114 11a1 t ar aot1on to 

oo-ru.oaUng the ooapl.a1nt aade to ae t o the Departaent. 

U 1e ar underetanding that the X1n1eter of Yugoelarta 

in Waeh1ngt011 hu been asked to aalte repreeentaUone 

there reg&r\Ung th1e aatter. 

IU.ID 

Regraded Unclassified
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!lE FINANCING 

Pr eoent: 

H. lof .Jr: 

bell : 

Bell: 

( H . !~ .Jr : 

Bell: 

:i . '' ,Jr: 

Sell: 

ll . !l. J r: 

Sell: 

II . !~.Jr: 

Sell: 

Ju1y s. l 94o 
10:05 a .m. 

Mr. Bell 
Mrs. Klotz 

Dan, does the ~ thing tit in? 10l-3/ 32nds 
i s enough as rar as I am oonoerned. 

I think it 18 enough. 

I ac fixi ng between 5 and 700 million. 

No , it does not tit i n very well, because 
t here is already, I think, ~ billi on 1n 
that period. Here i s 151, eee. Those three 
days here - n billion e1x. 

Su''!'Oaing I go 2 end a ouA.rter. 

You CAA go 2 and an eighth and get a ' 52- ' 54 . 
t think 1t 1<111 go ve ry well . Hadley 1s now 
f i guring on o 2 and an ei ght h ' 52- 1511. It 
means ' 52 1a all vacant , '53 and 154 are all 
vacant. The onl y thing you have t o bear in 
oind 1a that H you don 't oall these on t hi s 
date, t hey are c~tll.able 1n the next s ix months. 

Su?ooslng we went 2 end s ouarter? 

Yes, that ttould go etlll rurther. ' 52-'56 or 
' 53-' 55 would even make it e little better. 
Here 1e your ' 55. 

~ not give them 2 tUtd a quarter? 

I think it would be a 11 t t le better. 

That gets into t he a rea - -

It gets out or the are&, certainly. I don ' t 

· r.o . I 
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c 

N. H.Jr: 

Bell : 

!!. M.Jr: 

bell : 

!!. M.Jr: 

!lell: 

H. H.Jr: 

Bell : 

!!. !I.Jr: 

!leu: 

H . !·~ .Jr: 

Bell: 

- 2 -

know - Bob Rouae thought r our 2 8Dd 8D eighth 
vould be veey OO"PultU" t o the banlta. He d1dn • t 
know 'IOhether the inauranoe ooaroAJliea vould like 
it or not . 

liell, they 1dll take it anywa)". I mean, that 
gets into that 

That is a very good area right there. 

\·/rite a very simple letter t o the President, 
1lly dear Mr. President, • and tell him the 
situation on deposit a . I would mention the 
t aot that until ve get beyond the 1951 area, 
t he thing i s very, very crowed, t hat this 
i s a good opportunit y to set beyond the 
crowed area, and I reel very strongly ve 
should take advantage or it. 

The market is good. 

The oarket i s good. I don't know when I 
11111 have another ohanoe, end therefore I 
recommend that we sell between 5 end 700 
million dollars of 2 8Dd a quarters. Now, 
it you t1x that letter up tor me, I went 
to take i t over. 

At lunch? 

I have no word about lunch. 

I see. 

I would go right out in that area. This 
v111 get out ot the crowed tU"ea where we 
have a chance. 

We want to talk some time about that general 
nublic debt limit. This 500 million you 
borrowed here 11111 reduce it about a billion 
and a quarter or les e than that. 

I om goi ng to let some bills run orr. 

Either that or we ought to announce that the 
December, March and June might be pa i d orr 
partly i n caeh. 

/ 

Regraded Unclassified



I! . M.Jr: 

Bell: 

H. M.Jr: 

Bell: 

H.M.Jr: 

- 3 -

Woul.d 70u a.lao put in a paragra'Dh that 1117 
p ro81"lllll ie not t o eell an:r oore notes except 
new national defense notes, :rou eee, a nd I 
oan 1 t sell these nov beoauee I woul.d be 
or1tioized beoauee the expenditures tor the 
national defense hAven 't started :ret, 1'DU 
eee. Furthermore, it I do this, I propose 
t o let eome of the billa possibly run ott. 
Leave a pl ace to let the President approve 
it. 

Do TOU vant to det1ni telr put in 2 and a 
quarter or Just sar 2 and an eighth or 
2 and a quarter' 

I woul.d rather say 2 and s quarter. It I go 
beckvard, it 1s all right . It I say 2 and a 
quarter the Presi dent will all)' me.Jte 1t 2 and 
sn eighth. It I make 1t the ot her vay, he 
von 1t be happy, you see. Let 1 e say 2 and a 
quArter. I can alvaye go backvard. 

All right. 

I'll see these people outsi de in a minute and 
I vant you to s i t in on this t~ thing. 

! 42 
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THE U NDI:R SECRETARY Dr THE TRf:AaURY 

WA.H I N01'0N 

There are attached t be f ollowiac at110rand&: 

aoae 
aaturlac w1 thlD t hh per1o4., are 

callable on an e...-Her 4ate. In all probablll tT tbe flret oerlto 
of 2i'o 19118-51 ' • an4 t be t h1r4 oerloo of 3 1/S'o 194~52'• will, 
bee&Ueo ot t heir ra ther bl sb coupon ...... be out ot the picture 

before - 1950· 

III. Stateaent ehowiy; tho UOUAte C&llablo on tbt -~ 
fie&Dcll!/l 4Atoo lndJcate4 """' the ncant placet :otiiCh aq uae4 
by the 'treaaurz !or further J~Aturitlu. I ban 116rlct4 tbe araa 
co•ere4 by Statcoont II aboYe which wil l roa4117 ln41eato to rou 

the •acant 4ateo w1 t hi n tbll perlo4. 
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I 
Propo .. d I 

Rate I 

~ 

2 1/Wf, 

2 1/lff. 

2 3/Wf. 

2 1/~ 

I 

.lpp~"Vzbah Pric .. IID4 T1e14 Juee tor 
Propou4 !rMRr7 lloll4 h n ee 

(Baee4 on C1ol1n& Onr-~Couhr ~\aUou 
1fe41le~, J111J 3, 1911o) 

Cell 1 llua'ber of ,...... 1 

aD4 \o cell I P~"Vbable I 

lfaturit;r aD4 I T1e14 
Probable 
llarbt 

Dat•• I w !!WI'!tz I on lfarht 1 i!!H'i2! 

Jae 15/51-53 11-13 1.~ 101 3/32 

hpt 15/51-511 u.i-llll 2.02 101 2/32 

lept 1')/5}-1;/> 13i-16i 2ol5 101 5/32 

J W>e 15/57-62 17-22 2. 29 101 6/32 

J1111e 15/6y.68 2J-28 2. 113 101 8/32 
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( 

T...- .&.oual 
!loath Jato Otltei:ead1DC C.lla'blo 

19'18 

1~ 

19119 

19119 

1950 

1951 

1951 

1951 

!!!!· 

11&\uU:r 

51 Mar. 15 2-)/'4 • 1,22) • 

50 llec. 15 2 571 

52 llec. 15 )-1/S 1191 

5) llec. 15 2-1/2 1,716 

52 Sept. 15 2-1/2 1,116 

54 .r ...... 15 2-)/'4 1,627 

55 Sept. 15 ) 755 

53 llec. 15 2-1/4 1,US 

lllcb coupoa 'boa4a c.lla~la •rU.r ht •turtac 
lawr thaa 1911S 110t 1ac1'11M4 oa U.. a a.-pUoa 
that t.tw:r w1ll ~ calla4 tor ,.,.oat oa tint 
c.U 4ato. 'ft>e oo lael'IIM ~ ot 191111--511, )-3,....,. 
of 1946-56, aa4 4-1/~ ot 19117-52. 

( Jl>l;r 5. 19110 
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.1\olT • ' 1940 

a;moP"1AL 

0ou llr. l'rMJAoat I 

fM ....rtd.ac bel enoe ot \be~ 1a nee ...... w U..\ 
ms ,ooo ,ooo aDd w111 pre· r "17 t&ll "-lw $100 ,ooo ,ooo 111uw. \be 
MX\ t• da111· U 1a •n••'7• \berotoN, w ra1ae - ..u,. 
\1GM1 -r, aDdu \be arlar\ 1a nee ill -a.t -.poI baw 
uoJ.Mol, IOlbJon to,._.. approna.l, ....S.r &IIU.OI'i\7 ot \be ~ 
Libel"\7 8ood Aot, oppl'&ftd Sepw.bel' 24, 1917, •• a • ·, w otter 
\bio ,... a bonol ~ tor ..- ill \M _, ot be\- .500,000,000 
01111 t?OO,OOO,OOO tr1U. o .......... ot ollw\ a-1/4 per o.t aDd o •t.vrl\7 
111\hin \118 1952-rT orwa. 'fiiU perie4 1e 11ft '"17 oi'OOIIMd tr1U. 
,.,._fti'J •Wr1Uoe ..,......, \be perie4 • 111&\&17 p,...,..s•na 1952 
bao lorp aarop\o -'• •tlll"iaa or oolloble • • b ,_r, 

I b.U.... U.O\ \be '-17 &IMNlcl iowa no hl"\ber TNUili'J 
no\" ~ llllllor T1Uo III ot \be lao o Ao\ ot 1940 'lllliclll alltbol'iMd 
\ho ie-- ot naUGMl ~- ..,.1"\-W,.. obu.&\s.-, I do no\ lie­
u .... \ho\ w -u bo JaRUiM 1& s.-sa, \beN o\ \Ida u .. prior 
\o 007 ._..,. 1<q1 11\.,... ca o~ ot na\1-1 clot_., I •ball 
lo\or ill \llo ,_.. 1a- \beN ...,_ obU.\Sa. aDd proboblJ .U... 
- tr.WJ7 b1.ll.a or ..U.r ""'--7 •Wr1t1oe w ND ott. 

!II. oiRberidJ>a oo\ prcrwi ... \M\ ....._ •1 bo 1aao4 Cllll.7 
wi\h \ho appl'llftl ot \be PI'MiAl-'• Aoaord1acl7, I \ru\ \ba\ \bo 
Pros>aHCI la- w1ll -.\ 111\JI )'Gill' ~. 

<n>. PN e14ont, 

Tho 11h1t.o llouo, 

AI'PBO'fEDt o.u:,..., 

h1\bhl.l7 7Wftt 
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• aut,.. ... fll ... r. -~ u - .... te .... 
.,,..,. ... tQ1 JC n \J, fiiU .a. ...... .-..... ... 
_. '- .,._ h U Ml I 17t tD In, .. ..a.-...,_ 
u-1 ........... _7 ... _ .. I ') ....... , .... 
II ,,.., ..., ..... ,_ 35 1, ... mt' rttr fll ... ..... 
U' tw ..... .a, 35 CIA 1.1 'II ., 1.,, M ....... te ~ 
tld.e ........ a- ... - .......... fll ......... ... 
... ........ -- ..... fll .... ...,., ,_ ....... ...,.,.. 
w&Uda.-1....,_ ............. ~. 7 ··-
.,.. ~ ••»w -.1 - .-,..... • U.hJ¥,.. , .. 1,. 
... Jaaore •• -· Ml 'e ...... - ........... ,.... 

l !tel' we taM* r. r 1 ...W a- • llil'?t h 'I 
..._ ..... _.. ftu. 1D fll \M lei .a fll lMO ** •tnteA 
tbe h fl6 A141-1 .., II 5 l hM ..U.U... l .. - ... :u--.. • ..w ........... k ............. u..,... 
.... lileMF Ill ... • - Cl 1 fll =rt•-· .., l llleU 
lAMr ..... ,... ._ ..... .., ....... _ ... ;s 1 ·~ .u-
- r. r~wu. • ..,_ra , .n.ttaee te-en • 

.. M$' ........ J$ ... Ullll ...... .., .. '-6 ell' 
wUb \to .. Ulel f/1 ... Pn d I I o ,_ .. $11Ft l .,_. Ulel ... 
JUS 1 ea-..u ... _..,_ ee eele 

~.....u,,_., 

II .. ....,. flllte r. ... 
!lilt ,. ., 1. 
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TREASURY DEPARTMENT 

INTER OP'P'IC I! COMMUNICATION 

OATil JuJ.;r S, l9ilo 

TO 

Mr. Cocbru 

STRIC TLY CONFI DENTIAL 
.t.t 12:10 Saturdq noon, July 6 , Dr. J'ah toJ.ephon~ •• troa tho stat. 

Dop~~rt~ont 111 regard to t ho preparation of a reply to •••oa«• Jlo, 2028 , dat~ 
J:OO p .m. July 6, from .U.baoaa4or Icmod:r. In thil ••MC• .U.baoaador lollllod:r 
retorre4 t o hio cablegram Jlo. 19111 of 7:00 p.:a. Jul7 1, 11114 otat~ that OoYornor 
!ol'aiU> o! t ho Bank of Ellglud vao parUeular]J anxiouo to ha,.. "" oarl7 rt~~l7 to 
ou:sbor~ paracr&Ph two of tho earlier •ooaa«e, liiiCe tbo latloD&l City Bani< bad 
Jurt call~ $19,000,000. 

I told Dr. J'oil that I bad epokon with the S.crotar:r of tho !'reaour:r in 

rtp.rcl t o Aabaoaador lilllnod71 o tirot -·-· &114 that I vao pr-o.ptly 1ofor.iac 
tho Socrotar:r of the follo-up ca'blecr•. J'oio uoht~. hownor, tbat a repl:r 
bt 1111t t o J:onnod:r on SahriA;J', 11114 de tired to lot tho lathr cow tbat the two 
101~11 bad 'boen retorr~ to t ho Socrotar:r of tho Troaour:r &D4 tbat a rep]J would 

Cou troa b1m tho firot of tho VIII<. I poiatod out that tho •1181!11 wore a44rell~ to 
,oth tbo Socrotar:r of state ud t bo Secretary of tbo Treaeury, &114 f1D&ll7 asreod to 
• hxt eloac the follow1Dg l1n111 •rour 2028. 'rhue aathro 'bo1Dg oonoider od aad. 
further word will be oont :rou non walt. • 'l'hio would be a State Dopart.ent • uoco. 

Vb111 I opoko with tho SocrotiU'y thio ••ruin& in r op.rd to 4rattin& a repl:r to 
.bbouM.or lannod:r ' o later inquiry, the Socrotar:r inotruct~ •• to toll Socretar:r !lull'• 
oftieo tbat be, Mr. llort;llllthou , would DOt art'&D&I utT nov ohi~•t of t;ol4 tr• lbropo 
oo .bor1ean WIU'ohip o. It Socrotar:r llull dooirod to spproacb tho laT7 Departaont tbat 

""' "!> t o ha. I haYo t;1...,. thio •110&1:1 thh ••ruin& to Mr. Roacbar4 ill SoeretAJ7 
!uU•o ottlco 8ll4 to Dr. J'oh, tho latter harln& been tho officer of tho State 
Dop~~rtmont who hao boon aoot actho in a4Y1o1n& l'r•c• and Oroat BrUoin to cot their 
gold t o thio eountry. 

The Soerot&l')' will eonotder later "" .,..,.r t o tho quootion of Aaeriean cr~U 
lflthdra..Uo froa Lo114on. 
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TREASURY DEPARTMENT 

INTER OJrlrlCI: CONMUNlCATlON 

DATa Jul,y S, \91i0 

TO Secretory Morcontbau 

Mr. Cochr"" 

STRI CTLY CONFIDENTIAL 
By telephone tbio morning I 8Jitvtred the inquiry of Mr. Zoltowald, J'1D8Jicial 

Counoolor of the Poliob ' Jmbao17, wit h of~coo in Nev York. I told h1a that it the 
?olioh b8Jiko wbieh bad boon eot~<blithed in J'renco att.r Poland w.o irlftd.ed ha4 loft 
!'r011eo 1>r ior to Juno 17, tho d.ato on vbieh ou treodDC control ""' u4o appltcablo 
~o ?r1mce, there vae uo ueecl for thfEil to aake rnorta wader our freesl.zac qat•. 
nto Q:>totlon ba4 arioen troa inqu1"7 aado of Zoltovtk1 b7 ono ot tho AMr ican b8Jiko 
which ba4 on oecount of a Polioh bank .mieh vat in J'ranco tor ooaa !IOntho ""d bed 
boon aoYed on to JDsieA4. 

Zoltovoti told ao that he ""' confidant that all ot tho Polioh b8Jiko bad latt 
1rmco for J:nglan4 prior to Juno 17. l!e will vr1 te at a ht\er ghiug the ~~~aoo 
ot ouch b&nko and other pertina.nt intonation. I told hu that t ho banko in llav York 
are nov t ... iuar with tho deolred. p ractice ot oubmittinc their ""'"" 41raetl:r to the 

p ederal Rouno :Bank in !lev York:, 8Jid l adrloed t hat tbio practice continuo to be 
\. .ol\ovtd b:r an:r llev York bank which bat a quootion ooncerninc one of ito Polith 

bank aceounto. Hr. Zoltovold agreed to get in touch directly wi t h tho Podaral to 
au if 8J1:r inqu.irito bad boon mode with r eopect to Polloh banko, other than tho one 
c.toe lm::odiately UDder rotaroneo. l!e conttllll>l&tod i u u.ing a circular letter to 
banko harlnc Polioh acoounto 1f tbio "'17 oeo:> &d'rioabla attar bio prali11innry 
lnquirloo. 
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'lbo lbnorablo 

Pl!lRSQIAL IJID 
COHF'l DENTIAL 

Tho Se<:ret&r,- of the TreiSUJ'7 
Waahi~n, D. c. 

ICr .Sear llr. Secret&r,-a 

.La of pomble intereot, there 1a be1nc 
trenal.tto4 to you be.....nth a a-.nnclla incorporat­
ing intomation receincS ~ a reliable conf'idential 
eourco oonceming the aaeaul t on tho rooidence ot Leon 
Trotak:7 in llmco on J11ir 24, 1940. 

Sincer.:Q- ,ouro, 

Dlclcllllre 

15~ 
- ..:> 

• 
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II RIIORANDU M 

Leon Trotsky resides in a two~etory house located. on tt. 
· · corner of Vienna and lloreloa Streets in tt. 'Willa!!$ of CofOean, llexl.eo. 

The nouae 1e a ...,rltable fort.reea , aurrouoded. b:r a rock wall Uttaeo 
or tnnty teet in height. Trot.aq 1a attelllled. by four pereCID&l eeere­
t&riea or l>od,r~ who are on duty within the r esidence ~t and c~a,r. 
'!be llold.can Gownuoent baa aleo detailed a wU!orDd guard of fo~r 
polle-n in e m ncl of a Captain ...., are on dut;r night and day outd Je 
the residence, which 1e aleo wired with a aeeret al..a.nl a,..t.e& and direct 
aecret wire al.ara ayat.c to the Coyooan Police Departaent. ODe of the 
inside guarda 11 al....,. on guard at the front door ot the wall llbich 1e 
the only entrance and DO person 1a pend.tted ..Jid.ttance until hia identity 
has been established to the aat1efact1on ot Trotaky. 

At approximate~ 4•30 Aoll. on liaT 24, 1940, a group ot about 
twenty-five 11111n dreaaed in lleld.een pollee and A:t:<q llllitonaa forced their 
rray into Trotok;r' a hom with the apparent intent ot ldl.l.iJ18 or kidnaping 
tlim. They gainad adllll.ttanee b:r first eurpr18ing the outside pollee 
guards .nom they dill&l'llllld and tied up. '!be COIIIII&Dder of the raidera 
was dreesed in the uniform ot a Captdn in tne lludcan ArJIO' and waa a 
U.Jd.can, Tne raidera then !mocked. on tne front door and were admitted 
by Sheldon tlarte, aliaa Bob Sheldon, who wu on duty at the ta.. Harte 
was tied up, whereupon the raidera proceeded directly to the bedrooa ot 
Trotaky into which t hey op-.:1 tire with .W..cb!M guna and . 4S calibre 
autoaatic pUt.ola. n: ia e..u-ted. a total of about .300 e'bote wre 
tired. It i .e app&reDt that the raidere· bad accurate 1nto.-t1oa aa to 
the ~ of the ino:1de of the re~ce, aa wll aa to the tel.epl>ol»e 
and the aecrot elect ric a1.ara Q8t.l therol.A, 1na ... ch as all of the 
wires thereto previoua'l,; had been cut. 

Trotaky claiaa he and hie wit• aawd their Una b7 hiding 
under the bed and that at DO t~ did eDT ot the raidera enter the l"'OOIo 

Hie explanation aa to why no entrance waa awle to the room ia that the 
two doore thereto were wired 1A auch taaldon that a peraon opening th-

/ 
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would be lttlt with a rain of bullets from auto:nutic guns arranged accord­
ing to a system devised by Trotsky hilll.oeU' Which was always set after 
he Gnd his wife retired. Trotsky claimed apparently his assnultero 
wero nt.are of this trap for Which reason they did not enter his room. 
Persons visitina nis r esi dence after tho attack oaw no evidence of any 
such oystem as above described. 

The raider• evidently r emained on the premises for about 
henty or thirty a:inutes, and on leaviriB took with the=> the guard, 
SlleUon iiarte, and two autoDObiles bolongi.'lg either to eoplo7ees ot, 
or per $0nS visiting Trotsk;y. Both of these cars have been fOIL'Id by 
t he -axican Police near the village of Coyocan . 

Trotaky bas made several public s tater.>ents and in each bas 
1>fbitsly stateo. the plot """ atte:opted under the personal direction 
o!' Jooe9h Stnl.in. He further stat ed that the arran~;ecents \'ler e per­
f•cteJ ~y one Seria, who~ he describes as t he present director of t he 
3ovlet GPU . 

The attackers abandoned a bomb which was found in the garden 
o!' the house . This bor.ib consisted of a glass jar containing fourteen 
hall' sticks of 40% dyna'llite, with a fuse and spring battery attached. 
The mcch<~nism of it "as operated with mousetrap spr ing3, attached to 
which w~• a long cord per mitting the ignition of a tiJ!!e fuse f rom a 
safe distance. The outside v.Tapper on the bomb bore the handprint,ed 
words "Daru er-Dynamite" and "Stolen from Fresnos Oil Co." Exper ts on 
explosives stat ed the bor.ib would have been cufficient to blo" up t ne 
ent1ro pro::ll.sea. ..by it v.·as not used and ..-hy it wu left with the 
orl..~ted warning ther eon a r e matters under consideration by the officials 
in COMection with the theory held in SOJ:I8 quart.e.r s that the entire 
plot Ms a fake engineered by Trotsky hl.JueU'. 

:le-•o reports have been received to the effect t hat the police 
at i..OJd.co City announced the finding or tho body of Sheldon Harte on 
June 25 , 1940, i n J..:exico and that an eJallldnation ther eof indicates 
Harte had apparently been lllurder ed. It 1a noted that Harte, accord­
in(' to - exican innigration r ecords, enter ed ~axico through t he port 
or Laredo, Texas , on Apr il 12, 1940, u a t ouri•t and apparently made 
diroct contact with Leon Trotsky. 
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TREASURY DEPARTMENT 

INTER-oFFlC E COiolloiUNICATlON 

OA'n July 81 l9lio 

Wr. T~:~ 
Wr. H~· 

TO 

1ROM 

In response to your request ot December 26 , 1939, there 
1s submitted herewith t or the D1v1s1on ot Research and Statis­
tics a memorandum listing, with br 1et deecr1pt1ons, the studies 
or orojec t s complet ed or under way , and the names or persons 
working on each, tor the month or June 19lio. 
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~60 
DIV!SIO:t OF RESEARCH AND STM.'I S'l'ICS 

RA!oort ot 
ay , and 

For convenience or reference , the studies l i sted are 
grouped under general subJ ect heads. 

The n~.mee shown tor persona working on each proJect 
include only those who partioipated f airly directly, as 
exola1ned in the introductory note to the corresoonding 
report submitted on December 28 , 1939. No a ttemPt has been 
cads to cover also persona whose responsibility i n each 
parti cular case was mainly in planning, supervising, or 
consulti ng. 

1. 

2. 

) . 

4. 

Financial AnalYsis 

I. ProJects or studies completed 

Reviews ot current developments in the h1~-grade secu­
rities markets were prepared, and memoran were trans­
mitted to the Secretary on the following dates: June 13 
and 20 . - Ur. Haas, Mr. Murphy, Ur . Tickton, Ur. Turner, 
!.lias Eyre 

A supplement to the memorandum on the setting for the June 
t1nanc1~ was prepared, and was transmitted to the secre­
t ary on une 3. - Mr. Haas, Ur . Murphy, llr. Turner, 
Uisa Eyre 

Y1el~ r a tes on United States securities, direct and 
a r anteed on the basis ot over-the-counter cloai uo-

t a tiona were calculated daily. ese were sumcarize 
each day in a table showing t or each i asue the closing 
price end yield t hat day, t he change in price and yield 
f rom the preceding day, and t he price r ange aince date ot 
i saue and also tor t he years 1939 and 19~ to date. A 
chart tor each issue was kept up t o date showing recent 
daily price and yield figures together with comparative 
monthly data since 1933 or s ince date or iseue. -
Ur . Brown, Ur, Moody, Ur. Kroll 

Three proposals ot the RFC, that the Secret a.ry ot the 
Treasury reques t t hat Corporation to pur chase the 
preferred atock ot banks, were examined. - Ur. Uurphy, 
l!r. Turner, Kiae Eyre 
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At the request or the SeoretarJ, arrangements have been 
made to secure peri od1oally from the Anglo-French Pur­
ehD.sing Board certain irtrormation rega.rding puroha.ses 
by the Allied government• in the United States . Weeki1 statements are received covering i n dollar volume 
itemized purchases through the Board by England, France, 
Oannda, and Australia, i temized purchases made by these 
government s with the knowledge of the Beard but not 
through i t s facilities , and i nquiries made by the Board 
or wi th ita knowledge fer future pu.rchaaes . I n these 
repor t s all Allied orders and deliveries a re being 
classified i n some twenty- f i ve commodity groups designed 
especially tor the purpose or this project. 

Arrangements have been made also to secure rrom the s ame 
source periodic statements showing commitments a nd actual 
pa yments made by the Allied government s tor the purpose 
ot providing capital assis tance to American companies 
in order to expedite deliveries. These co~itmente are 
lis ted in tour groups - {a) expansion or plant capacity, 
(b) personnel training, (c) i ncome ta.x contribut ions , 
~nd \d) Uni ted States development costa . 

Specia l attention i s being directed toward the aircraft 
indus try, bo th as to the effect of capital assistance 
and as to output . Weekly statements are prepared 
showing by airplane and airplane engine companies the 
physical volume ot orders placed, deliveri es made, and 
es timated deliveries on Wlf1lled ordero and on opti ons . 
Theee s tatements give detail by t ype or airplane or 
t ype o r engine . 

It ls expected t ha t similar ata teoente will be p repared 
covering physical volume ot Allied purchases from certain 
other industries. - ~. Haas, Ur. Lindow, Mr. Tickton 

In carrying on this project , reports were prepared and 
transmitted during June as f oll ows: 

(l) Report s were p renared and tranemi tted to the Secretacy 
on June 6 in tabies showing scheduled deliveries , by 
months , ot airplane orders and airplane engine orders 
or the Br itish and French Governments, classified by 
manufacturer and by type ot plane or engine, as of 
June l , together wi t h supplementar y tables showi ng the 
number or a irplanes and a1 rplane engines ordered by the 
British and French Governments and del i vered to them 
from !Lay 23 to June l, classified by manufacturer and 
by type ot 9la.ne or eng1 ne . 
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Reports were prepared and tranaaitted to the Secretary 
on June 18, 1n tables ehowing aobeduled deliveriea, 
by months, or airplane order• and options and airplane 
engine orders and optione or the British and French 
Governments , clasei!ied by manufacturer and by t ype 
or pl ane or engine, ae or June 8, together with sup­
plementary t ables ehowing the number or airplanes and 
airplane engines ordered by the Bri tiah and French 
Governments and delivered to them through May 22, and 
weekly thereaft er t hrough June 8 , class1!1ed by manu­
fac turer and by type ot plane or engine . 

()) A r eport was tran8alitted to the Secretary on June 18, 
in a table showing ordere pl aced through the Anglo-French 
Purchasing Board during the week ended June S, classified 
by commod1 ty groupe . 

(4) Reoorte were orepared and tranemitted to the Secre tary 
on' June 24, in tablee showing aoheduled deliveries, by 
months , or airplane ordere and a irplane engine orders 
or the British and Frenoh Governments, classified by 
manufacturer and by t ype or pl ane or engine, and 
delivery schedules or airplanes and airplane engines 
under option by the British and French Gover nments, 
s s or June 15. Supplementary tables showed the number 
ot airplanes and airplane engines ordered by the British 
and French Governments and delivered to them through 
lmy 22, and weekly thereafter through June 15, clas­
sified by manufacturer and by type or plane or engine. 

6. At the request or the Secretary on Uay 23, arrangements 
were made tor securing each week !rom more than rorty 
a irplane and airplane engine manufacturers data on 
deliveries, new orders , untilled orders , and estimated 
deHver1es by months on the unfilled orders . Anlilytical 
t ables ar e prepared each week showing this information 
by type or plane or engine and by olaee or purchaser. 
Weekly reports were t ransmitted to the Secr etary on 
June 5, 12 , 19, and 26. - ~. Haas, Ur. Reagh, L!r. Brown , 
!.!r. Ticltton 

7-

e. 

The statistical (graphic correlation) analysis or !actors 
affecting high-grade interest r~toe has been completed. -
Ur . Turner 

A memoranduc on the effect or the war crisis on Treasury 
t1nanoing olana was prepared a t the request or Under 
Secretary Bell and submitted to the Secretary and t he 
Under Secretary on June 28 . - Yr. Haas, ~r . Murphy, 
IIJ.ae Eyre 

0 
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submitted to - !.lr . l.!urphy, Uisa 

A review of the book •How to Pay tor the War• by J , !!. 
Keynes was pre~pred and transmitted to the Secretary 
and the Under Secretary on June 2S. - l.!r. Murphy, 
l.!r. Conrad 

'63 

A memo1~dum on t he nroooaed offer in comnromise set­
tlement or a tax claim against the PUbli c servtce Ticket 
Office, Inc. was prepared at the request of the Legal 
Division, and was transmitted to llr. Foley on June 17. -
t:r. Turner 

Analysis or plan by State Senator Esauirol of New York 
for stimulating recovery by means of increased exnendi­
tures on hous i ng , was prepared at the r equest of Under 
Secretary Sell, and wae transmi t ted to him on June 7. -
t!r . Uurphy 

II. ProJects or s tudies under way 

1. Ch~rt comoar1ng yi elds on long-term Tr easury bonds and 
over-the-counter volume depends tor completion upon ar­
rangements to secu1•e the necessary dnta. - Uiss Eyre 

'> , 

) . Comparison of relative amoli tude of ori oe fluctuation s 
of long-term and short-term securities. - Ur . Lindow , 
ur. donrnd 

4 . Study of the effect of the si!.e of t he 18sue on the 
orices Pnd vields of u. s. securities . - ur. Lindow, 
t:r. Conrad 

s. Chart and annotations with respect t o t he factors 
influencing the movement of interest rntes during 
last 17or~d War have been completed except tor t he 
work, - r. Turner 

the 
graphic 

6. Discussion of var ious problems encountered And solutions 
devi sed in connection w1 th war borrowing. - lb- . i!urphy 
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lo!emorandum coaparing and contrasting war and depreuion 
de!io1t-t1nancing. - llr. lolurpey 

pre sent war. - Mr. lo!urphy 

part a 
o! the CotnllUee1oner Ao·co1mts and Deposita and the 
Division o! Tax Research . - Ur. Lindow, Ur. Conrad 

United States Savings Bonds - An analysis of factors 
affecting redemptions of United States Savings bonda , 
as a guide to future experience. - Mr. Conrad 

Analv&ia of nlan of Mr. J. R. 01shei entitled, "To 
Eroedite New Enterorise t or Increased Emoloyment:" i s 
bei ng made a t the request of Under SecretArY Bell on 
June 28. - !.lr. L!urpey 

A review 1s being made a t the r equest of t he Div1elon 
ot Tax Research on June 12 of a memorcndum p repared 1n 
that Division concer ning the taxation of building a nd 
loan associations . - llr. lolurpey 

Report on s , ~125 (Farm Credit bi ll) ia being prepared 
at the r equest o! t he Legal D1v1s1on i n response t o a 
request from Senator Wagner, Chairman of the Committee 
on Banking and Currency, - Ur. Murphy, ~ - Conrad 

Revenue Estimates 

I , Projects or studies completed 

1 . The regular monthly sta tement was prepared tor the 
O!fioe ot t he Commissioner of Accounts end Deposits 
showing the latest revised eet1ma t ea of rece1 ts ~ 
months and by pr1nc1t sources o revenues , tor 
Ju.ne 1940, and !or t e tiaoal year 1941, and was trans­
mitted on June ~. - Mr. Driver 

2. 

• 
Regraded Unclassified



4. 

6. 

1· 

g , 

- 6 -

months or th e fieo 
classifioation, waa 
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Analysis or the inooae tax receipt • in the first 
twenty-four d&ya ot June as ooapared with t he revenue 
estimates waa prepared at the requeet or Urider 
secretary Bell, and transmitted to him on June 26 . -
Kr. Driver 

An estimate of t ax under 
the provisions of the Revenue Act o , y month• 
for the first four months of the fi soal year 1941, and 
tor the fiscal year 1941, was prepared at the request 
or llr. Landis in the office or the Under Secretary, 
and was transmitted to !Jr. Landis on June 25 . -
llr. Leahey 

Recommendation& of the Subco~ttee on Industrial Clas­
sification or the General Advisory Committee on Sta­
tistics of Income, with respect to the reliminar 
reoort on co oration income tax returns 
an the ina re ort o tatis ios o ncome , 
art 2, relating to corporation income tax returns, 

were reviewed a t the request or the Division or Tax 
Research and transmitted to Ur. Blough on June 11. -
Ur. Leahe:r 

Experimental tabulations, made upen recoamendation or 
the General Advisory Committee on Statistics of Income, 
ahowing separate balance sheet item• or certain 
corporations aa of the beginning and as or the end 
of the year, were examined at the request or the Divi­
sion of Tax Research. Since the t abulations had no 
particular application to the revenue eatiaatee, they 
were returned without comment on J une 27. - Mr. Leahey 

Studies for refining and improving the methode of 
estimating revenue• f rom the taxe• listed below were 
discontinued on the bas i s of tentative finding&. -
K1 sa Rae tall , lilr. 8111.1 th 

Lubricating oil; 
W1nee, doaeeti c and 1aported; 
Traneport a t1on of oil bJ pipeline; 
Tiree and inner tubes. 
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In oonneotion with consideration of the 

ot 1940, a number of ~~~~~~~~~;~ 
were prepared tor uae- Bell, 

I 

Assistant Seoreta17 SulliTII\, Kr. Gra-rea, and other• 

designated by them, including Repreaentative Doughten, 

Chainaan ot House CoiGiittee on lfa:re ond Means, 
Representati-re Cooper, Cbairaan ot the Subcommittee 

on Taxation of the Committee on !faye and Means, 
Senator Harrison, Cha1raan of the Senate Finance 

Committee, Kr. Middleton Beaman, House Legisla ti-re 

Counsel, and Mr. Colin F. Stam, Ch1et ot Btatt, Joint 

Committee on I nternal. Revenue Taxation. At Assistant 

Seoreta17 Sullivan ' • request Kr . O' Donnell attended 

bearings before the House Committee on !faye ana 
l!eana and the Senate Pinanoe Committee and teat1t1ed 

as reques ted on matters relating to the revenue 

estimates. - Kr . O'Donnell , Mr. Dri-rer, Ur. Leahey, 
Llr. Wilson 

(1) 

( 2) 

Tentative eatiaatee of additional. re-renue fro• 
the individual income tax were transmi t ted to 

Assistant Seoret&1'7 Sullivan on June 4, in a 
table showing additional. aaounta to be reoei-red 
tor the full year, and tor the fiscal year 1941, 
under various plans re.l at1ng to reduced personal 
exea~pt1ons, and increased no~ tax and surtax 

rates; together with a tabulation of three su.rtax 
rate schedules showing tor the various amounts ot 
eurta.'< net income by the proposed rates of tax, 
t he total surtax on the upper 11a1t. 

166 

An es timate of monthly d1atribution of revenue 
tor the fiscal year 1941, was tranaBitted to 
Under Secretary Bell on June 4, in a table showing 

on the dally Treasury statement basis, estimated 
reoeipta under the present reTenue law, t ha 

( 3) 

increase attributable to the proposed Re-renue 
.lot ot 1940 (H. R. 9966) , and the estimated 
reoe1pte under the proposed Rennue Aot of 1940 . 

Tentative estimates of additional re-renue from the 

ind1 vidual. inooae tax were tran8111i tted to Asa1etant 

Secretary 8ull1-ran on June 4, in a table showing 

additional amounts to be received tor the full 
year as permanent re-renue and tro• the supertax, 
with total, and the add1 tional total uount to be 

received t o r the fiscal year 1941, under two plana 

relating to reduced personal. exemption.& and inoreaaed 

surtax rates. 
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( ~) Tentative eet1aatee ot additional revenue troa 
the indirtdua1 inco .. tax were traneaitted to 
Aee1etant Seoreta17 BulliYaD on June 5, in a 
table showing additional amounts to be received 
tor the tull year ae permanent revenue and trom 
the supertax, with total, and t he additional total 
amount to be received tor the tiacal year 19~1, 
under two plana relating to reduced personal 
exemptions and increased surtax ratee; together 
with a tabulation ot two new surtax rate schedules 
compared with the exis ting law, showing tor the 
various amounta ot surtax net income by the 
proposed ratee ot tax, the total surtax on 
t he upper l~t. 

(5) Estimates ot additional rennue trom the individua.l 
income tax, were transmitted to Assi stant Secretary 
Sullivan on June 6, in a tabla ehorlng additional 
amounts to be received tor the tull 7ear, exclusive 
ot the supertax, under three plana relating to 
reduced personal examptions and increased surtaxes; 
together with surtax rate schedule D showing tor 
t he various amounts ot surtax net income by the 
proposed r a tes ot tax, the total surtax on the 
upper l1m1 t . 

(6) Individual income tax surtax r ate schedules were 
prepared on June 6, at t he request ot Assistant 
Secretary Sullivan t or use ot Committee members 
and experts during t h e meeting ot the Subcommittee 
ot the Ways a nd loleans CoClmi ttee, in a mimeographed 
tabulation ot three proposed r a te schedules 
showing tor the various amounts ot surtax net 
income, by t he proposed r a tea ot tax, the total 
surtax on the higher amount . 

(7) Two separate individual i ncome surtax rate 
schedules were designed, at the direction ot 
Assistant Secretary Sull ivan, tor the use ot t he 
Ways and Keane Oomm1 ttee on June S, which would 
make the total estimated yield trom the bill 
approximately $1 billion, including the $652 mil­
lions to be raised trom what was then Title I ot 
t he bill H. R. 9966, (a) increasing corporation 
income tax rates by 1 percent, (b) raising the 
entire revenue tro• the individual inco•e tax 
attar reducing personal exemption• to $2,000 
and $800 tor married and aingle pereona, 
respectively . 

I 
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Est imates ot additional revenue attributable 
to the proposed Revenue Aot ot 19~ (as 
recommended by the Ways and Ueans Subcommittee 
on Taxation June 8, 19~) were prepared 
at the direction ot Assistant Jecretary Sullivan, 
tor the use ot the If aye and Means Comml ttee, 
on June 8, in the torm ot a mimeographed t able 
showing amounts to be received by major sources 
ot revenue under Titles I and III, together with 
a mimeographed schedule showing individual income 
tax surtax rates under existing law comoared wi th 
surtax rates mentioned in Item (7). · 

A schedule ot individual surtax rates recommended 
by the Ways and Ueans Subcommittee on Taxation 
was prepared and transmitted at the direction 
ot Assistant Secretary Sullivan to Ur. Uiddleton 
Beaman on June 7, in the term in which it was to 
appear i n section 12b ot the law. 

Estimates ot additional revenue attributable to 
the proposed Revenue Act ot 19~ were prepared at 
the r equest ot Assistant Secretary Sullivan tor 
inclusion in the report ot the Ways a nd Ueans 
Committee and were transmitted to Mr. Stam on 
June 9 and to Assistant Secretary Sullivan on 
June 10, in a table shoiYing amounts to be received, 
by maJor sources, tor t he tirst t ull year. A 
similar t able , mimeographed, and in more detail 
by sources, and showing also additional revenue 
tor the tiscal year 19~1 , was prepared and trans­
mitted to Assistant Secretary Sullivan on June 10, 
and distributed later to the Comcittse on Ways 
and Means . 

Estima t es ot additional revenue attributable to 
the proposed Revenue Act ot 19~ (H. R. 10039), 
as passed by the House ot Representatives on 
June 11, by major sources in detail , tor the 
first tull year, and tor the tisoal year 19~1, 
were prepared and transmitted, in mimeograph, to 
Assistant Secretary Sullivan on June 11, and 
distributed at the hearings ot the Senate Finance 
Committee on June 12. 

A schedule ot individual income tAJC surtax rates 
under t he existing law compared with surtax rates 
under t he proposed Revenue Act ot 19~ (H. R. 
10039) , was prepare~ i n mimeograph , on June 11 , 
at the request ot Assistant Secretary Sulli van 
tor use by the Senate Fina.nce Committee on June 12. 
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Estimates of additional revenue attributable 
to the proposed Revenue Aot of 19~ (H. R. 
10039), as amended by the Senate Finance Com­
mittee on June 15, at the request of Assistant 
Secretary Sullivan were prepared for use in 
the Report of the Senate Finance CoiDIDlttes and 
transmitted to Mr. Stam on June 15 , 1n a table 
showing by major sources of revenue under Titles 
I and II , amounts to be received for the full 
year. 

Estimates of additional revenue attributable 
to the proposed Revenue Act of 19~ (H. R. 
10039~ as reported by the Senate Finance Com­
mittee on June 17, were prepared a nd transmitted 
in a mimeographed table to Assistant Secretary 
Sullivan on June 17, a nd in accordance with his 
1natruetione copies were delivered to Mr. J ohnston, 
Clerk of the Senate Finance Committee. The table 
showed by major sources of revenue in detail, 
under Titles I and II, amounts to be received 
for the first full year, a nd for t he fiscal 
year 1941. 

Estimates of increase or decrease i n revenue 
attributable to the proposed Revenue Act of 19~ 
(H. R. 10039) were prepared a nd transmitted to 
Assistant Secretary Sullivan on June lS, and 
at his direction copies were transmitted to 
Senator Harrison, Repreoentative Doughton, and 
Representative Cooper. The t able showed by 
major souroee in detail under titles I end II 
for the first full year, and for the fiscal 
year 1941 , the comparison o f the yield over 
existing law of (1) the Bill as reported by 
the Senate Finanoe Coomittee June 17, 19~. end 
(2) the Bi ll as passed by the House June 11, 19~; 
and a comparison of (3) the yield of the Senate 
Finance Committee Bill over the House Bill. 

Estimates of additional revenue attributable to 
the proposed Revenue Act of 19~. as reported by 
the Senat e Fi nance ComJli ttee June 17 , prepared in 
accordance with instructions by Ur. Stam, were 
transmi tted t o Assistant Secretary Sulli van on 
June 17. The table showed, by major sources in 
detail , additional amount8 to be received under 
Titles! and II , and under Title I the estima ted re­
oeip111 from the indl vidual income tax by the 
portion due to the reduction 1n personal. exemptions 
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nnd by the portion due to the 1noreaae i n 
surtax rates . 

l iO 

An estimate of monthly distribution of revenue 1n 
the fiscal year l9~l was transmitted to Assis t ant 
Secretary Sull ivan on June 19, 1n a table showing 
the total estimated additional revenue attributable 
to the proposed Revenue Aot ot l94o (H. R. 10039) , 
a s reported by the Sena te Finanoe Comoitt ee June 15 
l94o. ' 

Estimates of increase or deoreaae in revenue 
attributable to the proposed Revenue Act o f l94o 
(H. R. 10039) were prepared and transmi tted to 
A8£is t ant Secretary Sulli van on June 22, and 
at his direction to Llr. Johnston, Clerk or the 
Senate Finance Committee, tor Senator Harrison, 
t o Representative Doughton, Representa tive Cooper, 
and to Llr . Stam. This material was tor use i n 
discussion of the Conference r enort in the SenPte 
r nd t he House . The photostatic. t able showed, by 
de tailed sources of revenue under Titles I and II, 
tor the first full year, and tor the fiscal yea r 
19~1 , comparison or t he yield over existing l aw 
ot the Bill (l) as reported out or conference 
June 21, 19~, ( 2) as paoced by the Senate June 19, 
l94o, and (3) as passed by t he House June 11, 194o; 
and a comparison of t he yield or the Conference 
Bill over (~) the Sena te Bill a nd (5) the Hous e 
Bill. Comparison of the yield over existing law 
ot the Bill as report ed out or Conterence J une 21, 
was prepared in a separa te mimeographed table and 
transm1 tted on June 22 to Aes18tant Secretary 
Sull i van, and a t his direct i on to Representa tive 
Cooper and to llr. J ohnst on, Clerk or the Senate 
Finance Committee. 

A summary or tax rat e inc reases ~nd estimated yi el d 
under Title I I (Defense Taxes) of t he Revenue Act 
of l94o, a s passed by the Congress June 22, 194o , 
was preoared at t he request of Ur. Gra ves , and 
t r ansmitted t o him on June 2~ , in a table showing 
by detailed souroes or r evenue , the old rate or 
t ax, the new r ate , ~ nd the oercentage increase in 
r ate ; and the estimat ed revenue on the full year 
basis at the ol d r ates o f tax, e nd a t the new 
rates , the addit ional revenue , e nd the total 
revenue . 
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II . Pro jects or s tud1ea under way 

An estimate of t he revenue etteota ot the bill H. R. 1 , 
76th Congress, First Sesa1on (a bill providing tor an 
excise tax on retail stores) ia 1n prooesa or prepara­
tion tor the D1v1s1on of Tax Researoh. - Mr . Leahey 

171 

An analysis of pr eliminary estimates of income tax 
rece1ota tor the calendar xear 1940 from indi v1duals 
ol!18S1t1ed by ne t income and mar1 t a1 status , 1s i n prep­
aration tor the Division ot Tax Researoh, ~nd has been 
nearly completed. - Ur. Driver 

At t he request of Assistant Secretary Sull ivan estimates 
are being made of the orobable inoreaaea 1n revenue which 
would result from abolition ot the earned income credit, 
reduction of t.he personal exemptions , or f rom a combina­
tion of bot h , as requested by Representative John w. 
Boehne, Jr. , i n a letter to Assistant Secretary Sullivan 
dated Uay 21 , 194o. - Yr. Driver 

Economic Co.1di tiona Reln ted to Fi scal 
and Revenue gQtters 

I . Projects or s tudies completed 

1. L:emoranda on the business and orioe situPtion were 
prepared and transmitted to the seoretary on the following 
dates: June ) , 10, 17, and 2~ . - Yr. Haas, Ur. Daggit , 
!.Ira . Uay, l.lr. Ohevraux, tlr . Smith, W.as Restall 

These memoranda contained, in addition to analysis 
ot the ourrent situation, special studies as f ollows: 

(1) Domesti c sales and domesti c sales equivalent ot 
nati onal income, shown 1n a chart 1n memorandum of 
June 3. - W.ea Raatall 

(2) Production of steel ingots and pig i ron and the 
consumption ot steel scrap, shown in a chart 1n 
memorandum or June 2~ . - Mr. Dagg1t, Mr. Smith, 
W.ss Ras t all 

2. Memoranda on em lo 
t r a t1on were ~p~r~e~p~a~r~e~d~a~n~~~~~~T=~~~=j~~~~ 
on the following dates: 
W.ss Hagedorn 
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!.!emoranda on the movement ot export trelght trom North 
Atlantic ports were prepared and transmitted to the 
Secretary on June 6 , 13, 19 , and 27. - Mr. Daggit, 
Ure. Uay 

172 

Weekly ohart e showi ng the looation or blast furnaces in 
the United States, grouped by distr1ots , indicating 
which plants are active and which idle, were prenared and 
submitted to the Secr etary on June 6, 13, 20, and 27 , -
l!r. Daeg1t, Mrs, !.lay, t!r. Smith, lilies Rantall 

Comoila tions were made or daily quotations on selected 
coacodities and daily and weekly figures on selected 
buUness indices, to reign and domeat1 c secur1 ty trana­
I'Ct1one , security nricea , exohl\~e r ates , etc., as well 
as other data tor the Secretary a chart book. -
l.!r. Chevraux 

Stock nrices a t Wilan, Italy , compiled daily on the basis 
or cable reports, together with market comments, were 
transmitted to the Secretary each day , until the project 
was discontinued on June 10. - Mr. Chevraux 

~1Ationsh1p between New York Times index and FPB index, -
io study was compl eted. It wao undertaken in order to 

be able to estimate the weekly level or the FRB i ndex 
trom the New York Times index. - Ur. Daggit, l.!rs. Uay 

II. Projects or studies under way 

1 . I ndex ot untilled orders. 

An attempt is being made to improve our information on 
the volume or untilled orders by working out a composite 
index baaed on data rrom individual industries. - Ur. Daggit, 
W.ss !Install 

? . Indications or business maladJustment , 

Various indications ot business maladjustments, shown 
in graphic torm, are being brought together tor convenient 
refe rence. This pr o ject is practically completed. 
l.!r. Daggit 

) . Forces determining trends or basic commodity nrices . 

Thle project involves individual price studies tor 
vsrioue basic commodities , a number ot which have been 
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completed, which are intended eventually to be combined 
into a general index representing the basic price trend, 
a!ter allowance tor the et!ect or supplies, industrial 
demand, and other separable taotora, During June work 
was done on the secti on of this study concerned with 
determining the influence or monetary factors on 
commodity prices. - Ur. Dagg1t, Mrs. May 

Trends or individual commodity prices and price ! actors 
durinrr the World War oer1od. 

This project is patterned att ar the general study of 
prices and price factors , 1913 to 1922, made in October, 
but deals with six individual basic coomodit1es - wheat, 
cotton, hogs, steel , copper, and zinc . The proj ect i s 
designed to determine t he principal price !actors 
associa ted with the wartime rise and subsequent collapse of 
prices of these commodities. - Mr. Daggit, Urs . llay 

5. Index or com:nodi ty stocks . 

This project is deeigned to develop a composite index 
or basic commodity stocks as a measure or one import ant 
! actor in the general price level. Stocke of s ixteen 
important industrial materials, expressed in terms of 
net ef fect on prices, a re being compiled for this index. -
l!rs . !.lay 

6. Index of goods inventories . 

A better index or inventories or finished goods is needed 
as an indication of busi ness maladjus t ments , wi th a 
breakdown as between inventories or fini shed goods held 
by =anu!acturers and those held by others, An attempt 
t o develop such an index is under way. - ~. Daggit, 
l!1aa !'.astall 

7. I ndex of buying on deterred payments . 

A study of the volume or installment buying and consumer 
credit has near ly been completed. This study is designed 
eventunlly to provide a monthly index of the volume or 
buying on deferred payments, whioh at t imes is an 
i mpor t ant business f actor. It is in abeyance a t present , 
pending publication or a new study by the Department of 
Commerce. - Urs . Uay 
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lieeklY approximations of the FRB index of industrial 
production. 

174 

Project was started during March and will be co~leted 
after the release of t he new FRB monthly i ndex (now in 
process of revi sion by the Federal Reserve Bo«rd and 
expected out in one to three months) , This pro ject is 
des i gned to develop an index of industri al producti on 
t hat will indica te week by week the approximate level of 
the FRB index. It will include a larger number of weekly 
series than are included in any cur rent business indioee, 
with wei.Ehtings and seasonal adjustments aonrox1mating 
t hose i n the FRB index, - !.lr. Dagg1t, U188. F.aetall, 
Ur. Smith 

9, ~easures of consumer buying, 

A oroject is under way rtth the object of developing (l) 
an index to measure the buyi ng power of cons umers i .n 
t erms of physical volume of pur chases, after correcting 
tor the eff ect of changes in price on the a pparent demand; 
and ( 2) an index to measure cha nges in total consumer 
expenditures , i n doll a r volume, These two indices will 
supplement our present "index ot sales," which is designed 
t o measure the "offtake" or manufactured goods into 
varioue consumption channels. Thie undertaking is well 
on the way to completion. - Ur. Daggit, Urs, Uay, 
W.ee Rae tall , llr. Sm1 th 

10 . New orders i n the lumber indus t ry. 

This project i s designed to obtain current figures on 
a seasonally-adjusted basis for appraising the outlook tor 
lumber production. "The project , begun in June, is nearly 
completed, - t!r. Daggit, Ure. llay, J.ll se Washaba ugh 

11 . BLS i ndex ot factory payrolls between census years. 

A study has been begun to determine the downward bias 
ot the BLB index ot tacto~J payrol l s between census years, 
tor use ohiefly in estimating tax revenues . - Ur . Daggit, 
!.U.s a Rae tall 

Actuarial Problems 

I. ProJects or studies completed 

1. Board ot Actuaries of the Civil Service Retirement and 
Disability Fund, 

The nineteenth Annual Report ot the Board, which had been 
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in precess, was completed during June and submitted 
to the Civil Servi ce Commission. - Ur. Reagh 

II. Pro j ect s or studies under way 

175 

Bo"rd ot Actuaries o! the Civil Service Retirement and 
Disabil i ty Fund. 

There is pending be!ore the Board ot Actuari es the matter 
ot approving r egula tions with respect to the optional 
bene!its payable under the Civi l Servioe Retirement Act . 
At the present time the Board i e awaiting the deois1onct 
t he Comptroller Gener al as to whether a cash retund o! 
voluntary contributions would be permis sible under the 
Act . - l.lr. Reagh 

Report o! t he Civil 8erv1oe Aesembl:y o! the Un1 ted 
Sta tes and Canada on 1 The Retira~ent ot GOvernment 
EmploYees.* 

A !irst draft or t he chapter on "Financing t he Plan" is 
in prooess ot preparation. - Ur. Reagh 

) . AotuariQl Advisory Committee under the Rfiilroad Retire­
ment Aot , 

An aotuarial report on the p roposed plan or procedure tor 
a va luation or the Pa1lroad Reti rement plan has been 
completed by the Railroad Retirement Board, and has been 
submitted to the members or the Actuarial Advisory Committee 
for review. - llr. Reagh 

4 . Retirement svs tem tor Haitian Government employees. 

The Sta te Department is prepari ng data w1 th respect to 
the employees included under a proposed retirement 
pla,n, and informal request ' has been received that 
on the basis or dat a submitted cost estimates be prepared 
and pl ans be sugges t ed tor financing t he system. This 
project is i n abeyance pending receipt ot an ottici al 
request . - Ur. Reagh 

5. Federal Communications Oo!!!lllission. 

A request t rom t he Federal Communica t i ons Commi ssion was 
rece i ved on Kay 18 to review an actuarial report ot 
the American Telenhone and Telegraph Company regarding 
recent changes which they have made i n the valuation 
ot t heir pension plan. Uembers ot the Division's atatt 
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will serve in an advisory oapaci ty. The actuarial report 
has been submitted to the Division tor study. - !.!r . Reagh 

Other ProJects or Studies 

1 . Treasury Bulletin. 

Dnta were prepared or reviewed tor the June i ssue ot the 
Bulletin, as follows: 

Prepared -
Average yields ot long-term Treasury bonds end high­
grade corporate bonds. - Ur. Lindow, Uiss Eyre 

Reviewed -
Amount ot interest-bearing debt outstanding, the 
computed annual interest charge ~d the computed r ate 
ot interest. - Ur. Lindow 

76 

Estimated customs duties and taxes, and value ot dutiable 
and t axable imports, by taritt schedules. - ~. Lindow, 
Ur. Wilson 

Estimated receipts trom taxes imposed by various 
revenue aots on imports, - Mr. Li ndow, Mr. Wilson 

Computed duties collected, by countries. - Ur. Lindow, 
Ur. Wilson 

Vessels cleared trom the United States, direct tor 
foreign por ts, classified by nationality. - !.!r. Lindow 

Treasury criminal cas es . - lUes 1.11chener, J.!r. Lindow 

2. Other material for publication. 

(1) 

( C') 

Reoort ot the Executive Secret a ry to the Central 
Stet1stical Board tor April and UaY 1940 was reviewed, 
a t the Board's request, June ) . - l.lr. Haas , !.!r. Ree.gh 

Galley proot ot section on Treasury financing tor 
July issue ot the Federal Reeerve-sUiietin was 
reviewed at the request ot Onder Secret ary Bell 
and was returned to h1m on June 21 , - Mr. Haas, 
l.!r . l.!urphy 

the 

3. Cumulative index ot Treasury Publioations. 

Work bas been begun on t he preparation ot a cumulative 
subJect index ot Treasury publicet1ona since the establish­
ment or the Department, covering (1) Annual Reports ot 
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the Seor.,u-7, (2) other pv.blloaUue heued by the 
D'eputaen,, 1nolu.UUS annual l'epOne ot 'he bUNaue and 
ott1oee 1n the Depal"tllen, , and 0) aatel'1al PNPa1"ed 
in the Tr.a•U1"1 J)epal'tMn' whioh wae publlehed 1n 
Oongr.selonal doou.en'• • hearinge before Oo..ttteee ot 
Oongreea, or the Oongr.aalonal Reoor4. - Klae festel'llan 

~. Oorreepondenoe. 

llepl1 .. wer. prepa1"8d to letter. ot 1nqu1rr on aubJeote 
rela ting to the work ot the Divielon, and lettere 4rat ted 
eleewhere and aubaltted to the D1v1e1on tor thet purpoee 
were reviewed. - Klae Klohener, Klee Ziegler, and other 
member• ot the etatt 1n appropriate tlelde ot work. 

During June 390 letters were received 1n the D1vie1on and 
395 were handled ae requiNd. 

5· Oh!lrte. 

Oho.rta are prepared and continually brought up to date 
tor uee 1n me.oranda and 1n chart booke on special aubJeota, 
and oorreeponding photographic, phbtoatatio, and multilith 
work ia carried on. Thie i e done 1n the Graphic Section 
under the supervie~on ot Mr. Banyas. A atatietioal report 
on the work ot the Graph1o 8eot 1on tor the month ot June 
ia attached. 
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Worl< •-leted ill tho Graphte ... ttoe, Dh1 o10D of 
Ro•arch and Stat ht.ieo, J...,. 1 to U , 1940 

Typ• or • ork 

New e hart e r 
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!iond book chart• c oepleted 
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He gatiW I 
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.,,e 
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lD 
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Graphic SectloD, Olneloa ot be•rch aD4 St&thtloe , 'by .,nth. , 
~,1 Mint; J&lll&al'7 1940. 

Type ot ITorl< Ju. f eb • • a liar. Apr. llaf ~ Total 

A. Orapllio ._•but• o-.1eted u 52 52 110 TS !T 211 
Cllane 'brooacht .., to date 111 178 1U Tlll 100 , .. 4,Ue 
!lall4 boot oharta OO!IP1•ted &1 81 114 
!10114 boot• brooiOI t .. to .. te 24(tt.oe ) 21 ( t ) h (t ) 28 (t ) u (t) lU <•> 
111-u ....... jo'M oCIIf1•ted 4t 11 aa u 28 l t 17T 

•• PllotecnPb1• 

~· ! otal jo'M at .. 1& 
il...t>lr ot-

t8 84 110 411 

hptlHo 17t 148 1$7 1'10 u e 1M tea 
Coeteot prlDto 192 t47 Mt 1'10 1911 184 2,118 
klar,-t. 104 ue 1U 214 118 218 1,811 

Pllotoolate • 
!olal je'M 1$7 li-. ot-

101 181 181 181 111 118 

Ll"-rol11 oopleo I , Ml 484 z,au TIO taa m 1,011 
411 1t11er oopleo 711 118 1,Mt l ,OU Z,Mt 1,n1 11,011 

llu1tll1tlu 
!otal Jobo I 
lhaber ot-

4 8 14 I 1D .. 
11M p1ateo II II .. 11 n ., 411 

au. ... u:n·ou• 
!nat jo'M I • 14 • .. ~ 

-..1 
<D 
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TREASURY DEPARTMENT 

.... JUt 11 - 1ie1 
TO 

·-
Socr.t&r7 Jlorgoctba 

llr. Folo7 

In accordance with the request contained 1D llr. 1h011p8<m'a 

me:oorandua O! Decellber 26, .l9J9, there 18 attached a 8~ Nport or 

otutl1ea or proJects carried OD 1D the Otfice or the Geoaral Colmaal t or 

tho ... th or J'une, 1940 • 

•• • 
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SU111W!I REPORT 0!1 S'Mli!S OR PROJECTS IX 
mE OFFICE OF 'niE Q!NEJW. OOONSEL -

JlJIIli W'O 

The following =tters received attention 1n tho Office of' the 

Ch.ief Counoel for tho Bureau of' Intomnl Revonuea 

1. JncO!!!Ie and Other Taxes SHggcat!d Expansiqn of Provisions 

of Coda RelaUng to Tax Liens. At tho suggestion of Ltr. Tarloau, 

stud;jr haa been given to ILIOeruiiD& Sec. )672(b) of the Internal 

P.avonue Code so as to ~ rlthin ita provicions cartein r18hta 

to ,..,caive 110011ey not nov included. the lllJ&Otltecl atuc!,y was prcaptec1 

b7 the decision of the District Court of lie• ilexico 1n !o!agnolia 

Patrolo\111 Co . v. Vidal (2-1-40) . Sec. )672(b) ao =ended wonld 

pet11dt n trnnafor free of an eatebliohed true lien to a mortgagee, 

pl.odgee , or purchnaer for value rlth rospect to a • security• pro­

vidina the transferee hnd no actunl lcnowled(!e or the lien. The 

ten> •security• is defined to :em~ money, n.,..otl.able inatruaents, 

Mil certain l.astruments end cortillcatea ""ich, though not negotiable , 

circulate 1a business transacti on# 1011betantially as freely ao 

negotitble inat:=ents , su::.'l aa cart1f1catoa of s tock, votin;: truat 

cortillcatoa, and registered bonds . The tara do.a not include ac­

counts receivable end rights to receive mono;r 1a t enarel. The 

court bald that a bona fide assignee for value of accounts re­

ceivable took subject to the tax lien. A 1110110randl!!l ....., prepared 
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OpPOil.ni the suggested enlarg ... nt or the tera •securi ty•. A 

lien voJ.id w1 th respect to personal property 1n &eneral eh<Nld 

be vnli d with respect to accounts receinble. If accounte re­

cei vable ...re to be pend tted to paee treo of the lien, i t 'IIOIIld 

be dirricult to justifY the axclwtion or other toru of personal 

property. 

2 . lncoao Tax - Proposal to Exe,1)t Incoae ot FhU1op1ne Ottieial 

Personni!l, on Duty 1n the United Stetee. Study hee been given to 

the sugsostod 8Qendcent of tho Code b7 'firtuo or wbich there 

would be exempt .!'roo taxation the inc0110 or Phillppine o!ficiel 

personnel on duty 1n the Un1 ted Stetee. There waa prepared and 

f orwarded by the Secretary under dote or J\Die 18, a colllllNnica­

tion directed to the Secretary of the Interior giving expreeaion 

182 

to Treaalll')" approYal 1n pert nith respect to the sugeeatod anondment. 

) . tnco'M Tax - DiscloS\L..., to Foreilm GovtrnMnt re lncooe from 

I&po!!D ied Punda or !lol"!!!,l 8lld llet!!erlandl· Stud)' has beaD given 

to tho 511iiest1ca that the Depo.rt<>ODt dis close to Foreip C<rrero­

llllllte rev11nwo into=ation 1n connection with impcnmded l\mdo ot 

No~ and the Netherlands and the DAitionnls thereof • 

4· IncoC>e and other Taxes - Legi!l&tive J)uignation of Particular 

l!orteli tz Tables and Interest Rate!• Stlld,T is being giv.., to 

the •uasest i on thnt the Interncl Revenue Code be revised eo as 

to speci!y certain tebles or 110rtalit7 and interest rates br 
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r.feren~ to lldcll J'~ eotata, &1ft, 8Dd t.._ tax 

proviaioo.e of tu etatata oball be adloiDiatar.l. s-u..a 

tlle Board of Tax AppM].e h.u 'lbollT &Toid4d tu ue ot talll ... 

So.e table• ar. beli.,.ed liT - to be too old to be 'lbollT 

aat.istactoi'T• 

S· Ia£99! tax - Buia of Propctz Rtetitt4 h .,.bl, 
Tranaaetl,ma. Stud;r 11 being 11""" to the qcest.iOD tllat. 

Sec. ll3 ot tlla Code be revised eo aa to prorlde tllat. tlle fair 

u.rket. Tal.,. ehall be tlle be.aia tor det.end.ninC cain or loaa in 

tlla case of proper~ otller tlw1 11101187 received in certain t.raDe­

actiona, l'w:h u a taxable •xeNmce, a J)61'11Ct tor ..m.cee 

rendered, or tlle l11ce. 

6. Social Stcurit;r - Propoaal to Erlcmd Covtryt to Ctrl.e'r 

lllplOl!fl of W 1rt091 gad tzb•rtt..Ne Qrcy.iyt'mt· Sb:ld:r baa 

been given to the content. of S. 3S'79 proposing AD ext.erlaion of 

cOTerace to cert.eiA cplo;reea ot re1.1.c1ous aDd c:bar1 table or­

aiiDizat.iOIUI. A draft. ot Treuury Report. baa 'beCI pr.pered aDd 

formrded to tlla IAc1ela t.in c--al objecting to tllat portion 

of the propoaed oaae1aent. 'lbich ~ r.qai.re t.e:r collKt.iGu 

to be poJ.d d1:rectJ.7 iAto tlle J'ederal OJ.d..Aca aDd Sarvi.TOn In­

......,.~ !run r-1 iAet.eed of into the Treuury ot tu 1Jnit.e4 

States u Internal RaT- col.lect.iGu. 

183 

Regraded Unclassified



- 4 -

7 . Social SecuritY - Proposal to IICke Decil!iono or the 

R.r.1lroed Retir..,.,t Boftld R100'nr 1n th• frM!ury D!p!.r' nrt. 

s~ ~w; been 1t."" to B. !!. '11C:b and s. 3920 pariN&Dt to 

Sec. 20 or which the Ra.llroed IJne:>plo"""'t Ineuranca Act 1IOGld 

be amended so aa to make certo.ill decieiono o! the Ra.llroed RAI­

tirement Board b1nd1ng upon the TroasUl7 Departefll'lt acd the 

&>reau of Internal lleYenue. There has been prepared acd tor­

earded to the Lec1a1at1n Counsel a TreaaUl7 I!Aiport obJectiog 

to tile proposed tr.lActl!:mt 1n this reepect. 

8. V1nson-Trn,..JJ Aot. Stud:r has been &ivan thro\lt;hout tile 

aonth to the propoeed re'l'ision of the V1nson-Tromaal.l. Act acd 

to the oubst<l.nce or Tror.sury regulations which would be rendered 

necese81'7 b7 the en4ctment or proposed re'l'ioiona nov under con­

o1derat1on. 

All or the cbove ... ttera ......, lwldled Ul>dar the auperrlaioo or 

C. E • .Ada::1a , E82d, Lecialation and Regulationa D1Y1aioo. 

n.e roUolling IIIAttora received attention 1n the office of 

Aoaiotent Canernl Counsel Tiotjans• 

9. Railroad 0bl16at ioM Held bY the Treyurx l!!partolent under 

the 'l'ransportation Act. 1929. llesars. SharbondT acd Yollcerth 

haYe CO>IPleted e ~ emmlnetion or the present status 

ot ra1lroed obll&etiona held b7 the TreaaUl7 De~t Ul>dar 

the Tranaportetion hot, 1920, 1n the "i&r•aate u oant, principal 

184 
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and interest, of approximately t/.5,000,000. In repl,r to 

correspondence thsy have receind considerable 1nforu:a.t1on 

brin&ins up to date tho financial ototeL1onte or tho various 

r Ailroads. 

1.tr . She.rbond.Y prepared a propooed bill to amand tlle 

Trc.rutportet1on Act, 1920, 1n order to cive ade<jUBte cuthority 

to sell and exchenge ra11rood oblicnttons no" bold by tlle 

Troru:UZ7 Doperi;.':ent. S1.!ldl.D.r bllls bl:d been int.roduced 1n 

CoJ!Il1' .. 8 1n past years, but none luld been voted em 1n e1 ther 

HoWJe . l.!r . Sherbondy and l.!r. Reeves , 1n Yr . Bernard's of!iee, 

c!i acunued tlle bill ;dth Clul1rm= Len of tllo House Comitteo 

on Interat11to and Foreign COIIl!leree, nnd Cbninllllll l'lbool er of 

tho SCII4te Colllllitteo on Interstate Coueree. 'lhe blll was 

in~-.! 1n tlle Bouse and tlle Sellate by llesars. Lea and 

'llheoler, reapectiv~. llesore. Sborbcml!T and ReeVes testified 

before tlle Bow;e Coo:aittee on Interstate and Foreign eo-eree 

eitll reapeet to tlle bill. 'lbe bill ,.... reported by the Bouse 

eo.dttee eitllout ••_.,ent aNI p&l l ed •mmlwo....JJ by the 

Bo~~.:~e . 'rho bill i o now peodinl! 1n tlle Senate c-ittee on 

Interatete Coaoer ce, and 11r. Toheoler bM ateted that he e1ll 

take s teps to have it reportod • 

.. 

18-
- .J 
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n.a followl..Dg mattora ~'8re 'ti'Orl<ed upon under tho general 

supenia10D of Assistant General Counsel Cai.rn.a: 

10. ObllF.a tion ot Secret&y ot Tr!!'.surz to P!!.l elaias pur!IW!t 

to settle:nent epd closing weetnt b!twean American Ry. Expreaa 

Co. and Director General of R•<lrollds. An opinion, prepnred by 

llba Goode on this ques tion, ecnclwlos that the ~cmt does 

not r equire Jl"'II''I''t or the el:Wol: in question , and that the 

Secretary should not pny them. 

n . Politi cal activity - !Ira. Bernice S. P;llto , Collector ot 

Cwstcu at Cl.enland, Ohio. J.:rs. Baley prepared an opinion 

conelu.l.ing that no adequate evidomco baa been develop<><! by 

inveotigution upon which o charia ot violation of the Hatch Act 

or tho Secretary' a orders could be baaed . 

12. tucro1'U!ls of aeeuritiea in the Otfice of t.'Je PMtister o! 

t.~e Tre.•surx. the or1dnal securities being deatro7!d. es 

connt1tut1ng odegunto legal evidence. The opinion on thl.s 

question n.a prepnred by llr . Zerk;r GDd conel\ldu that such repro­

ductions wonl.d b<o odl:dssib.le in evidence wt that, because ot 

the deetzuction of the originals , they might not be su!'t'ieiont 

evidence to SWitein the burdan or proof in """'' ceaea whore 

torsery is in't'Olved. 

lJ. llcceptanse br Nntioncl, Bank or discO!!!!t 1n !l!I1'Chs.sW 

oequr1t1es• The opinion em this question, prepnred by lleoara. 

:as 
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GUnore and l!ortcn, oxpreooes tb.e CC11clll!:i011 that & national 

bonk ~ purcha$e investment securit ies for its own nccount 

r.t a discount . In purch4o1ng securities and stock tor ew>­

totler s it mey- not to.ko n discount !or itself unleaa nuthorized by 

t..'te custo:::er for 1ltDo it e.cts . In dealing 1n •ex-.pt socur­

itiea• it ~ net as principal nnd therefore take a profit or 

c discount for itself. 

14. Flight of m111tacy l<irplanes eurclu!ooci b;y Briti!!h Govom­

!!"!!t directly to r, noint 1n Canlull\ . The opinion 1n this """• 

concludes thnt airplunes llllQ" legally be nom to " point 1n 

Cul<dn Jll'OYided there is eoaplinneo with collditionn set forth 1n 

opinion . It l:'!lS prepared by Uessrn . trol! ond Feldler. 

lS. Use of Coast Guard appr<rori"tion •P.an<~rs to vessel•" 

!or eogpononting civiliAn elericgl 9M9loxeee. end application 

o! Civi.l Service l~w end rmu.J.ations -.ith reepect to IOI!%lller of 

taplomnt end r atoo of D<>Y. 'l'hie opinion received the Joint 

8tt.mt1on o! L!rs. llal.E17 and Uessra. l'lolt Md Feidler. 'Ibe opinion 

conclu.lu t..""t bot..., qu.sstiona should be an•wered 1n tile o.ftinoa­

tiYe. GiYUJ.an clericcl e:o.ple>Tceo mcy be paid 1'roo the 4ppro­

pr1, tion "Repairs to vesaola• tor t1ae spent 1n work incident 

to repairs to vesoela . '!here be1ng no exe::ption 1'roo CiYil 

Service Mee, eiYilisll clerical eaployi!ea are subJect to C1Yil 

Service Mea with respect " atmnor of e:~plo,.eDt e.nd rates or 

JlllJ'• 
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16. Uet br officlal of reeor<!td We!lhone CO!J!tuAUoa. 

'!'his opl.nion rrua prepared b7 Mr. Znrlcy'. It conol\ldea that in 

view of General Coomsal'a opi.nioa dated Jemaar)' 81 1940, 1t 

would ••• to be unlawfUl to IIAke and di'l'lllge such a reeordat1oa 

unless parties to the eonversation gave oxpress or implied con­

SIDt . Recorda 'fA1l'T be rescrted to for peraoo.ol Wit to retreab 

recollection. 

17. Pled;:t of asotta b;r national, banka to secure !lepo5ita 

of: (l) monel& received by poapatera; (2) JO:Oncn pAid 1pto 

the regintrx of court; {3) monon collectt!l by roct1vers of 111- • 

solvent Joint Stock Lomd Bank!; (+) !!!!!OYf roce1vtd by J!!!J'ktt 

•.!o1n1strators . In OD opinion prepared b7 llr. Z&rq the con­

cl=l.on 1a expressed that national banlca u,r pledge their uetta 

to secure deposita aode b7 postooastara . the opl.nioa i'Urtbar 

concl\ldta that it Dll;T not ae.fel.T be ruled that natiOilol banka 

have autbarit)' to pledge their usets to oacure depoaits of: 

(1) DOnt)'B paid into the regiatey of court; (2) aon8)'8 colleeted 

b7 rece1vere of l.J\eolvent Joint Stoek Land &nka; (3) JDOne)'a re­

ceived b7 aarket edlll.niatratoro. 

18. Co\rtripg into Qiy11 Seryict of etrtfin e-•mmc;r Rt11t( 

pplomp. this opinion, prepartd b7 lleaara. ll'olt eDd Feidler, 

dtclt with the quaet101l &ether certain tlq)loyeea mo, Oil 

Jul)' 1, 1940, were trllllsferred trOll the ..ercenc)' roll •!luorgency 

188 
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!lelia! 
1 
tr-=, AccaGilte 0114 Depoai te, Adlahdat.n.tift 

Expenoea• to reg\Uar roll •Se.lo.rioa, Otrico of c-iaaioner 

of AccOW>to end Deposits• ae:r be covered into claaa1.!1ed 

civil service pursuant to soc. 6 of Civil Service RaLo II. 

'lho opinion concludes that such •plo7coa ~ be eoYOred 

into tho &orvice pur!Nllllt to aoe. 6 ot Civil s.rvice !mle II . 

E:ucutivo Orders llo. 7916 and 8044 nro hold to be inapplicable 

to the o;op.loyaea in quution. 

19. Tax-tree tronsfer or harVo!!ted bm fiber, 'i'he atud;r 

mich T:ll& being lll&de of the circw:u>tancea under .micb bar­

veated bomp fiber might be trunarerred tax tree from tbe 

rormer-produoer to the decorticetl.ng lllill, due to " number or 

c1rcumstrlllceo , including l ack or intareot on the p<1rt of 

tbo homp growers, bea been dropped. '!he matter -• bm>dled 

in tho llarcotic Legal Section 1J¥ llr. #-. L. TODD1l$Dn· 

20. Liquidation o! dure•• entries. In 'l'. D. S0102(4) tho 

Buroou raled tbot, 1lboro a dun&o .,trT 1a ...So and the a­

porter su.beequent.ly loses bia teat cue, U quidntion or tho 

duroao entrT .ast be made 011 tho beaia of ito !inal appraised 

value . A queot1011 bad eriaon 'llbetbor thia wu a correct 

int erpretation or H.J. R. llo. 336 (u.s.o. title 191 eec. 1503&) 

an4 eeotion 503(b) of tho Tariff Act ot 1930 (U.s.o. title 19, 

aoe. 1503(b)), or 'llbother liqnicS&tion or tho duroae llltrT 
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::tll!IL be Dade on the brulia of ite entered value or f'irull 

appruiced v<J.ue , whichever in hit;hor, it the imp•n·ter baa 

l oJt the test Chse . A mcr:orrndwn r~ue ther e!"oro prepared by 

U::· . Cht•rbors, of the Custom! Let;f-1 e etion, in which the con-­

clu. iM '" r r eached that T. !l. ~010~ (4 ) is correct . 

:n. Att 1nm' Hens . In connection rlth the al.tigetion 

or pendties tlld forf eitures C-T14l.J\il unJor the cust.x>G lllrS, 

1 t has recently been the • • ctice to <>ecurc froo t!1e aporter 

dlo .. e pen..J.t7 i s al.tigc.te<l <. r ale<•a o! UlY rcl\m<is dllch at.:f 

beeou~ Juo to irln on p.rot..::sts thvn J.;Ctuling . T'n.e ouosti on !u.s 

erlt•en .11\ether the cuo<=s ,,ttorne)'o repros entl.Jlt the J.::yorter 

i n ouch protests obtcln liens fOl' their services ,,hich r:nl!lt 

be uutieried from the refunds eve~ thoU<;h the J.::porters them-

• <>lvoo M ve •t.-rced thct tho Covcrnmont chell rote-in the re­

run ·d . This u tter is no- beinG ctudied l!y t:esoro . P1,nn 

..nJ Ct.....:>bere o~ the CUo~ l egc.l eWt. 

22. SUn pension o!' orovisiont: or •Ei£t.t-hou.:-" l aw. In cocnee-

tion dtb the pro,<>• oc! $USpenG1on of the provl•!ans of the 

" r:ight-tour • J.D.• a s "pplled to CODst Cwrd eon~neh, end 

ii:xocuti ve Order suspending onl.d r.rov!tiono ""D prep< red for 

'thr oi~n<>ture or tho Pre~idont, together •71 th a letter to the 

Preuident c,.,-pl.nl.ning the need ther efor . the Executive Order 

l•lll not forwU'ded, however, bec.t.\100 ~rov!.nicnn ~CCO:lpliSb.ing 

· s.., .!. v 
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the same purpose were 1:ncluded in aectiCD S of B.R. 9822, 

which wu the pending. A letter ftl prepared for aign&ture 

of Couandant to the Chnirllllln of the Senate Cowttee on eo .... 

aerce, recommending that section S of H. R. 98221 a bill •To 

expedite national defense, and for other purposes• , providing 

tor au.apenaicm of the proviaicms or the "Ei&ht-hour• law d~ 

the &dating e:oergency be &1:18nded to 1:nclude Coast Guard. !he 

eaAII'l<l:ont wu adopted and tho bill waa paued by the Congreaa 

on June 22, 1940· \'hase mat.tora received the a ttention of 

lloaara. Berriaoa and llorton of the J.esol Section, Coast Guard. 

191 

'1'1\e folloldng llllltters received nttantion in the Legislative Section 

under the direction of Assistant Ganoral Counsel Bernnrd• 

CONTINUATIO!J OF P!lOlroTS 

Z3. Bill to reUeve the hospitals trop double t&Jration (for 

description see original report, I tea 9). 'lhia bill, prepared 

IT;r lliaa llcDutf 1 hD.s been returned !ro:1 Blld&et w1 th a request 

tor l\lrthar expression of our rlen in the li<lht of the •-­

monte of the Federal Security Mainiatrntor. In res;xmse to 

this request, a letter nnd atctemant of o.rguoenta in support 

of the provision eatcblishina an occupational tcx classitics­

tion for boa pi tala has been prepored by the Bureau of Narcotics 

nnd ie being reviewed by this office. lleaora . Lubore and 

111 tohell or the Narcotic• Lecal Section cooperated. 
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21. . Fidelity Bond Bill (fomer lY i dontified es "Bcmd SurTez•l 

(for .rurtl.or de scription see orl.a inlll report, I tem 10) . A draft 

of our propooocl Fideli t y Bond Bill ond let t or of trnnsml. t tel 

to Contra•• 01ere sent to Budget on !JGrch 30, 1940 . Becaus e of 

the rlde interest in •hi& bill , copies or i t Lnd the letter of 

tr• nmd ttel r.ere disseciru. toe! = o.,.; t!to vurious interested 

t&e»cies, "'oout ten in t.il . !\e.J.i oa f'r»>l oone or these :.tcm­

c1eo br.ve been tr-...r.s-..itted to us lr, Budaet, for our cor.sider<:­

tio:l , llut not G1l ~he ra;:lh s b"v~ been received yet and Budget 

!Uio , t."'er orore , not yet clcm-ed our bill . 

In t.ddition to n co=iden>ble or.ount of rocc=ch r.crk, -:!deb 

bro bo<n co::tpl eted, to oupvort this bill , r.c oro prepo.ri ns c. 

"''CIOrt.n•lum of tho r esult of on investic< tion of tho l nws end 

r cts concerninl; the situation r.tti ch ''Wl nforred to by r.!r . 

Henry Derute , represent<.t i ve or tho ;.mo.ricnn SUrety Co::~;>=Y ;..nd 

t.!>o tro~ Yorl: C<lsualty Co--pm>Y, cs tho disuetrous eoroerience or 

tho Sttte of llebrnslm nth a State fidelity boocl gw:ra..,ty fund 

in the 20 ' s , so that we -:r be areed for e.n:r attack on thi£ 

bl Bir aa~t our bill. I t Appclll'S t.l:.at Nebra skt! did !Uive .. 

clioeotrous experience in the 20 ' a with r guermty fund f or the 

protection or depositors in &tate bMks, but t hot it did not 

ennct a Fidelit y and Inde;nnity 0!'1'1c1cJ. Bond !'Uno! Act unt ll 

1935· l.lr . Spingo.rn hn.s been en&"ied upon thi• · 
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2S. !jo!lrllatiop or "'!!!l •t&\utu (f or d .. criptiO!! - 0~ 

report, I tell U) . lliaa »cDtatt ia copt.l.zra1ng the won: op thia 

materiel. 

2S. Ccep1.l&t1011 1n smote. ted fora ot lag eP' ngul~t.iapa 

artectin& Goytrnaeat oeraooo!l (tor deecription eee orl«in&l r.­

port, It• 13). n>e Lesialatin Section is contillu1Jls tb.ie 

project UDdar llr. Bemard1 e genarcl guperriaiOD. 

26 . Coclifica t1on ot Fed!fal regul"tlooe (tor deecription , .. 

original. report, Item 16) . n>e Tret>.siU')' phaaea or thia work 

ere bein& hazldl.ed bT llr. Spin&am. 

:n. Coclificat1on ot anti-co!!ptyteHlpg am related lan (tor 

deocription soo ori<:incl report, Item 7). llr. Koken 1a cont1Au.-

1Ag his work on this matter. 

28. l'ederal l!!poaitarx Sntem (tor d .. cript1on eee or1gincl :re­

port, Itea 6). llr. ReOYea 1a dratt1ng this bill, tocethar with 

neCe&Stl.%7 letters or trullllittal, 1A f1nal fora tor INI:miaeiop 

to the a.reau ot the lblget for clearance. It ia plamed to 

tra~~aait the bUl to the 77th C<mgreea el.Ace it IIOUld be dif­

ficult to secure lecialstin CODS1clarat1on dur1.lla th1D aesaion 

because of the co.plicated nature of the eubject utter end the 

contronrsicl c:h4racter ot certein of tho bill 1 • prcrtiaionP. 

29. n.aw Stnice (tor 4Ncript1on ... J'ebn>arT re~rt, Itea 

40) . '.!he Leg1alstin Sectiop bas c<IIIIG'lated ita wort< 1A =•e­
t1on with the eatablialuoent or the l!!portmeDt' a new naccl Serrice, 

purSGGAt to ~t1"" Plan 1o. m. 
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JO. BooJa;;;.Jdng bill (for descr i.otion see A;>ril report, Item Jl) . 

Thin pro1,o•ed bill , «& revired after " confer ence nth >:r. Kl.,us, 

'·"" tranum.itted inforo&lly to !Jr . Klauo for hi• use . In the let­

t.<!l' of tr•nsmitt.al it W!l.s pointed out t hnt the Tronsury Depart<nent 

1~ not to _,on•or the lesisl• tion. 1!ioo r~cDuff did the wor k. 

Jl . Fedcnl Tort Clrl.l'l• bL11 (!'or deccription nee !!ercb report, 

I I.e:: 35) . Mr . Koken ic cont inui;; !:i• r:or:, on the pro;x>sed 

f'ode:-U Tc!"'t Clti.t:.s /-.cr. !r. Ute l l oht o~ tl1o co=cnt thereon by' 

tho v..riow: ct...!'f r::=ber£ or t'le Lcgc.J. Division. This bill is 

• on ;ored by the Dept..l-taent of Juatice . 

3: . P,.oro:led cnti- slw: (uoed in •tend.lnr devices) legi s ' <:ti on 

(:o1 uo&cri:;>tion see May re~ort, !tee 49) . llr . SpL'l&~ of the 

Louhlt tive Section con!'et-reJ rcith ChJ.cf WUoon ruv.l !Jr. iJurphy 

or tho Soc:ret Scl'vice on the advisability of propocall lcc;islt>.­

~ion dirocted a:;t.inst token:: t.n.d slUJV c.c.nufr cturod for u.ze in 

coin t.e!e;Lones End e.utotv.. tic v.nd.in; ~cviec: . '1':1,..~ .. -:-OI"e o!' !..'te 

o;>illion tMt the 'l'r&-SU%7 ::hould not <.rpr ove such legislE.tion . 

In the 11ght of this, <.n appro;>riL te letter to P.epreocnt<.tive 

~er was prep&red and sen~, which, • ~onr other thine• , ctiled 

rttenticn to the f f.ct tht..t his st.rtc, .1 .. co!"'s1n , IU.reE'~Y hee A 

penLl otatute on t::1e subj ect . Our T:ork on this 1&, ther efore, 

eo,;ple tcd. Uiss McDuff mD c.J.ao eng~Jged u .on tl.is job. 
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IE\! S'l'IIDIES 

JJ, Act.W ""'1nht.r&t.ora blll• tbe Lecisl&tba Section ia 

atud¥1ng the teuibilit.)" ot l ogialation t.o provide tor~ 

a bureau or dlrlaion c:hiete in tbe absence ot a chiat. s... 

or tba organic 1a .. creating Tarlou.s dlrloi one, bu.reaue, etc., 

contain no specitic provision on this aubj ect and have in tbe 

paat presented e.dtd.niatrativa problema becauaa or tbe apparent 

iDMaquacy' or tba senerlll atatuta on tba nbject, u in tba 

caaa ot tbe poatpancent or tba trenstar ot tba Federal Alcobol 

MJ:dnis trstioo t.o tbe T'r&U\U7 Departm.ent, .t. tla%'Yq or all the 

atatutas deaJ.inj: w1 th the various Traaa1117 otticea, tba adminl.e-

tra tive problema or tbia character which have ariam in other 

dopartaants , and apecitic caaea in tba l'l-ea11Ur7 Department, ia 

beinc lOBde bT !lisa KcDiltt. 

the tollowiDg proJect& received attention by lira. Cmopi se, of tba 

atatiatioal 'QDJ.t, under tbe ouperrlaion or Kr. Cox a 

195 

)4. 1n~<t&l.l.at1on ot a Jl!!I!Ch c;ard onte:o tor keepigg chronol!!j!ical 

recorda or !!!ll!loY!I!!!t ata tu. , aducationa1 b&clsground , and experience 

or l!gal msonneJ.. the installati on has been eomp1eW and ia now 

readT for usa. 

JS. lprle' '•tion ot a pgpch card mte. tor recoM'n« appllcar1t•• 

recorda• '!he tona tor racordinc the intorMt.ioo t.o be pomchad baa 

been eat llP and ...CNMJ7 codae prepared. !his projeet 1a in tba 
• 
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clat.a-catheriDC atap. '!he data 011 approxiaatal7 tbrM tourlhe 

ot tM appl1C4Dt& b&Ye been taltln ott 011 oer4a IIDil oo4e4. 

'!he following atters ..,.. worb4 011 llllder the direotioo ot 

11r. Bernate1na 

)6 . For•i.m Excl!l!!!f!• ~trol· 'l'hia ottioe clrat'ted an .. _.....,t 
to the l!:ltecutin 0rc1ar BDd Raculationa ~ the prorlsiona 

t.hereot to propert)- or France and D&tiODAla thereof IIDil prepared 

inetn&ctiooa to GoTenlloct otr1.,.... a.e~ ew:h 0rc1ar and 

RacuJ,ationa . SUhsequct to the laiNADee ot the -.led Order BDd 

RacuJ,ationa, a D-ber Of genersJ. llcene .. nre prepared and 

1aeued. Extena1Te worl< hu been done 1n o.na~ inquiriea ...,_ 

oernil18 the Order and RacuJ.&tlooa. 'l.'be tnt1re atatt hu worked "" 

the Order, Reflulo.Uona, gen....:!. U censea, 1nqu1rlu1 etc. lleaars. 

Pehle BDd Rupert eorl<ed oa appllcatiODB tor Ucenaea. Cona1claro.ble 

work eu dona 1n """"""t1"" with the control or aeeurltiea 1n 

11bicb the in'f&ded CO\IIltriea or no.UOD&la thareot bad an ~. 

An cxiatin& gen....:!. lie.,.. with reapect to the purcbaae BDd &ale 

or aewritiea w.a nmded ao u to llalit tho treD&&ctiona anthm-­

Ued therebT and a runr g~ l'Ul1nc probibiU,. the aportetl<D 

ot aeCIIrltit~a hoot all foreign CO\IIltriea except upoo cooditl<D 

that thq be clal1...red to a Fed....:!. ~aene beDlt for "7"•1Mt10D 

wu prepared &Dd 1asued. In tllia OODDaotioa, a cooa1claro.blo ..01111t 

or work wu dona 1n cooperstiOD with the Poet Ottica &Dd Cuatou 1A 
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preporillg 1natruct10DS to postal ODd CUIItou llllpl.o,...a. Consid­

orntion hu been given to other probleu 1n COIII\ection with .... 

curitiee end a draft of an ExecutiYe Order ODd Regulations with 

reforenee to this ~~attar baa been prepared. 

'J7 . Peeler!!], Resarve Legis].atiop. We collaborated with the Fed-

eral Reae....,e Baud ODd stet. o!ficiels 1n preparing legial.ation to 

protect the Pederel Reserve bomka 1n P81ing out tunds 011 the order 

ot reprea.,t..tives ot f oreign govemaents that aa::t beTa natiODelisec! 

the aeaeta of th.ei.r C81ltrel benka. Varyi.Jlj; portions of tiae ..-ere 

dovoted to this task bJ lleaara. Bernstein, Aarons, Pri"""""', Dol Boia, 

and Luxford • 

.)8 . Pro!!Manda Legislation. A draft of legislation was prepared 

!or inclusion 1n the bill being propared b)' tho Dopnrtmsnt of Jus­

tice !or control of "fittb co11111111• aetivitioa. '!.'be draft prepared 

1n th1a office would confer broad powers to regulate such activi­

ties t..'>:rough the control ot f\mda ot countries engaged 1n such 

aeti vitioa 1n the United Stotaa. 'lhia Mttar received the atten­

tion of ll.oaars . Bernstein ODd AarcDs . 

J9 . &ulnation ot Consular ll.oj]. In conneet1011 with the entore ... 

mont of General lllllin8 llo. 5, it wae decided attar a lCJgth;r "tud;r 

waa made that coneular otrieiela, their Mil and baggqa should be 

subjected to tho 11&1118 treat.ant aa on;r other person' s ...U or 

boagage enterlllg the United Statea. A -rand"'" recoMmilnc that 
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procedure ..., pnpared ad ciraulated. lleaera. Bemat.in, 

Luxford, 1114 11emt .... rltad OD t.h1a . 

40 . !!eeopatructiOD Bani<. In col.le.boration with llr. 11h1te, t.h1• 

office prep&Hd a draft of a statute for the eata'blJ.aluoent of a 

bellk to aid in the recon.structiCD ot aationa atteeted by the war. 

Meaera. Bematein, Aarons, ad Fers- wre enseced 'lqXIIl th1a 

Job. 
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H.M.Jr: 

Operator: 

H.M.Jr: 

Marriner 
Ecclee: 

H.M.Jr: 

£: 

!I.M.Jr: 

£: 

H.M.Jr: 

E: 

H.M.Jr: 

£: 

H.M.Jr: 

... -· 
H.M.Jr : 

E: 

H.M.Jr: 

E: 

H.M.Jr: 

B. 

Hello. 

Obail'IU.Il Ecolu. 

Hello. 

Bello. 

Marriner? 

Yea, BeiU')'. 

Row are JOU? 

.. 

I'm tine. Bow are JOU' 

Ob, I'• aliYa. 

Jlllr a, 194o 
2:)7 P·•• 

Are you getting awa7 o•ar the weekend? 

Yeah. 

That'e tine. 

Marriner, I aaw the Praaidant t or a taw 
81nutee at one o ' clock and I 'd like to de 
a little t1nanc1nc thia weak • 

Thia week. 

Yeah. 

You mean ...... 
••.. •• eoae nev aoneJ. 

You don't know what kind. 

Yeah. I got bia to aicn a piece or paper --
2i~ bond. The raaaon tor tbat 11 tb1a. I 
don't want to aall an1 aora nota• aat11 we 
baYe tba .. tional Datanaa notaa to eall. 
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E: 

!!.M.Jr: 

E: 

!!.lt.Jr: 

E: 

H.M.Jr: 

E: 

H.H.Jr: 

£: 

H.M.Jr: 

( 
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I wish you didn't have th~ee. 

Well ••.••• 

Maybe you oan get rid or that before you 
have to eell them. 

2JJ 

Well, anyway, I've got them. The other 
thing ie --anything trom •;2 -- 1952 down, 
I mean, lese than that , 18 terribly crowded 
and I figure thie ie going to be a long show 
and th1a may be one or our leet cbancee to 
sell a long bond. 

Well, there' e th1e thin.g to be said in tavor 
Of bondl, that they WOuld be taken -- that il, 
the insurance companiee and investors need 
eome 1nveetmenta and we don ' t need the banka 
to take them. The 1nveatora won 't take 
ehort eturr. They go into the -- and it 
means that the banke continue to take them 
and I think that it'a very much better to 
get the bonde distributed in the hands or 
the institutional individual investors than 
it is to get more or them in the bands or the 
banks because aa they get into the ba.nda or 
the banke , that only creates more depodte 
and we don't need any more. 

No. 

So that !rom a monetary etandpoint I would 
I ' m favorable to getti~g away trom notea 
and I 1m very aorry that Congreaa dld what 
they dld in connection with theae Det enee 
Notee and I'm in hopee that before we have 
to put them out that we mifht get so11e leeway 
on that beoauee I think it a a 11iatake. 

Well, I'd like to talk to you about it acme 
time and give you a little or the background. 

Well, you mean about the notes. 

Yeah, I 11ean, how we happened to get t he11 
l n the way we dld and all that. 
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£: 

H.M.Jr: 

£: 

H.M.Jr: 

E: 

R. M.Jr: 

£: 

H.M.Jr: 

£: 

H. M.Jr: 

£: 

H.M. J r : 

£: 

H.M.Jr : 

£: 

H.M. Jr: 

- 3 -

Yee. Yeah. Well, I underatand I think aoae 
or t he reaaona t or it and -- but don't you 
think that thoee reaaona mlght change betore 
you have to uae themt 

~ Marriner, I ' m willing to change my 
mind i n the morning and afternoon theae 
daya the way things move. 

Well , I know, but I think that t he -- t hia 
ot c~urse will come wi thin t he $45 billion. 

Yea, it will . 

Well, nov, do you want to diacuaa the setter 
with ua at all - - t he Co.aittee? 

Well, this ia what I'd l ike to do. I have 
a preea conference every Monday at three, and 
unleaa you had aome e trong obJection, I'd 
l ike to eay at t hat time that the Treasury 
wae thinking or getting out a bond i aaue 
thia week. 

Row l arge would you a~ect it t o be? 

Well, what I told the preaa waa between 
15 and $700 million. 

Uh-huh. 

See? 

And it would be aa or what date, either 
July tiret, I mean your ••• • • • · 

Well, I don't know. Ve might have an odd 
date t or t his time but I think that -- Dan 
haen't -- I haven' t talked -- they could be 
on an even date except poteibly this one 
wouldn't, you know. 

Uh-huh. 

201 

I mean, I imagine it would be da t ed June 15th. 

You mean, you'd go back t o the June date. 

I think eo. I'm not aure •• • •• • 

/ 
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£: 

H. M.Jr: 

::: 

... 
~. 

H.M.Jr: 

E: 

H. l!. Jr: 

E: 

H. H.Jr : 

E:: 

H. !4. Jr: 

E: 

H . ~:.Jr: 

- lj -

I t hink it's better personally. I mean, 
you've everyth1ng alee , you ' re trying to 
get it 1n quarters and it certainly has an 
advantage. 

Yeah. I think ir they oan do it mechanically 
the 15th or June would be the best. 

Yee. 

I would like t o d1aouea it with you people, 
but I woul d like to go out that rar to ge t 
the market ready. 

Well, merely -- you wouldn't say or oourae 
either t he amount or the terms at all -­
mer ely t hat you expected t o put ou t -- t o do 
some rinanoing. 

A bond issue -- I'd like to say a bond. 

A bond issue -- not saying whether i t vee 
short or long or •••••• 

No. Just aay a bond a nd get the market a 
little r eady and see wha t happens. 

Yes. Well, 0. ~ . 

Then, I ' d like to -- I mean, I bad to put 
something in writ ing -- t he President ia 
terribly hard to eee tbeae dale, I mean, 
and so I put dovn 21~ - 5~ - elOO million 
which bring• it lnto the 52-57 area , wh1oh 
la not eo heavily packed a a eome or the 
o th er. 

I 52-57 • 

I aean, ror somewhere l n that area. 

Yes, I would thlnk lt voul~ tall at least - ­
maybe even ' 55-60. 

Well, I don 't know but lt'• a polnt -- when 
you take a look at lt, you ' ll rlnd '52 or 
below 1e terrlrically cr owded and I don't 
know bow you reel, but I don' t th1nk we'll 
get money a ny cheaper the reat or t he year. 
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t: 

H.l'..Jr: 

t: 

H.V..Jr: 

t: 

!1.1\.Jr: 

t: 

H.M. Jr : 

E: 

H.M.Jr : 

E: 

H.!l,Jr: 

- 5 -

Well, I would doubt it rou do. I think 
that -- I look t o aee the market though ata7 
prettJ atrong. or course, rou can't tell, it 
England capitulated and temporarilJ that 
might arreot it. 

Well , I don't think you'd fet it anr cheaper, 
you'd agree on that vouldn t you. 

I would doubt it. I would doubt it. The 
market though hae -- nov I don't know whether 
rou' ve followed it, but we aold -- we've 
eold about $25 million or bonds the laat 
two or three weeks beoau$e t he market vae 
ao strong, t here were no orteringe and it 
vent up there -- it vent up a8 much a8 halt 
a point .. ..... 

Dan told me about it. 

•••• •• a day and we telt that t here was Juet 
no sense in the damn thing going up so raat 
so what we had bought -- you aee, ws bought 
about $10 or $12 million only on the down­
pull atter the -- May when the Germens went 
into Holland and Belgium eo we sold not only 
that $10 million but eold about another $15 
~illion and then t he Treaaury, I think, sold 
a rev. 

Yeah. 

And in apl te or that tac t t he market now 11 
alcoat back -- the ma rket now ls almost back 
to Where it waa bef ore the Germana went i nto 
Belgium. 

Well, Marriner , how would three o 'clock 
tomorrow afternoon eult rou? 

That would auit me tine. 

Well, auppoalng you and. your gang come over 
then, will you? 

Well , do you want George down? 

Sure. 

20.3 
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Then in other word1, JOU vant to aeet with 
the Executi•e Co.mittee. 

Yee, plea••· 

0. I. then. 

Thank JOU. 

All right. Good-b7e. 

204 
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EMBASSY OF Tti! 
1111ITED STATES OJ' AMERICA 

R1o de J anei:ro , Brull, July 8 , 1940, 

Mo, ~2•7 

SubJect: Purchase ot Dollar Bonde lo the Unlted States, 

(STRICTLY CONFIDENTIAL) 

The Honorable 

81r: 

The Secretary ot State, 
Waehlogtoo, D, 0, 

Ylth r eference to the Embaaay 1e telegram no, 3~5 ot 
July 6, 1940 2 p,a, , regerdlog the purchase ot dollar bonda 
1n the Unlted Statee , I have the honor to enclose copiee ot 
letter from the Bank ot Brazi l to the Federal Reeerve Bank 
ot New York, 

Aa stated lo the telegram under reference the Brazlllan 
Go vernment had deoided t o use pert ot the gold balance 1n 
the Federal Reeerve Bank ot New York tor this purpose, 
The i nltial plan called tor the purchase ot dollar bonde 
with a current market value ot $2,000,000, 

Today the Bank ct Brazil investigated the r eaeooe 
tor the eudden riee 1o the m1lreie/dcllar rate on the blfck 
market here, it having inoreaeed troa 22• 600 to about ~fOOO 

1n five &aya . '!'he Bank dlacovered that twc 1aportant 
Braz;1l1ane, who are ver) cloee t o ott1ciale 1n tha Klnletry 
ot Finance, were largely responsible tor the sudden demand 
tor dollars and that they purchased ~proximately *500,000 
i n three daye, The Bank has reason to believe that t he 
Brazil1ane intended to uee thle aoney tor the purchase ot 
dollar bonds, In view ot the obvioue leak the Bank ot 
Brazil has euepended plana tor purchasing the dollar bonds, 

Enclosure: 

Respecttully,oura, 
For the Aabaeeador: 

Val ter J , Donnelly, 
Ooamercial Attach, , 

Copies ot letter trom Bank ot Brazil, 

rne 851,6 

VJD: D' 
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Enclosure to Despatch No . 324? ot 
July B, 1940, Amer ican Embassy, 
Rio de Janeir o, entitled:"Purchnae 
ot Dollar Bonds i n the United 
Ststoa. • 

(COPY) 

FEDERAL RES'::RVE BANK OF UE\f YORK 
Fiaonl Agent of t he Uni t ed St ates. 
New York, u. s. ot Ameri ca. 

Dear Si rs : 

We hereby confirm our letter dated June 25, With 
regard to the shipment of gold per s/s •cantuari a' , a dupli­
cate set of documents of which is baing forwarded under 
separate cover. 

We hereby inform you that it is our Government's intont km 
to purchase in the United States, througb the intermediar7 
ot American banks, bonds or Brazil's foreign debt, tor wh1oh 
purpose the Banco do Brasil will be given the necessary 
power to act on its behalf, as fiscal agent . 

Accordingly, and tor tho purpose ot raising the neces­
sary amount of dollars in the United States , we wish to 
utilize the gold >~hloh ie now depollited, under earmark 
~11th your I nst1 tutlon. 

::e consult you therefore on the tollo1<1ng procedure: 
ns the bonds are pUl'chased, and for this purpose, you will 
fUl't\1 sh the necessary tunde, retaining a pr oporti onal amount 
ot the golc deposi ted with your goodselves l n our name , as 
fi scal agent of the Brazili an Government, in guarantee, 
In accordance '"1th the terms ot the Agreement signed July 15, 
193?, as supplemented and mod i t1ed by let ter ot September 2, 
1938, the corresponding amount in m1lreis Will be credited 
here to a special account in your name . It would be a great 
satisfaction to us to know that you would undertRke the 
transaction. 

We tear, however, that your orsantzat1on might not 
enable you to carry out this business directly, an~ if this 
is so , it occurs to us that you eight possibly underteke to 
carry it out through a bank which you might wi sh to select. 
\~e would ask you to &1ve us, in this r espect , details of 
the accounts to be ooened tor this purpose , as l'.lBo any 
other procedure requlre~ tor the handling of these dollar 
advancements . 

We woul d request you to kindly gi ve us a prompt reply, 
even i t you cannot see your wa:s to complying <~ith our re­
ques t i n either or the above mentioned forms . 

/ 'l.F 

Yours very truly, 
'by the l>AJICO DO BRASIL 

Director of Exc c ange 

Chief or the Exchange Department 
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11111 a, 1840 

ICr dtiJ' Kr. loner 1 

Thla will aokDowle4ge reoelpt of ~~ follow­
ing lettera fraa ,.ar 

lulT 1 - u.. of the rnaoh n .. t ..., 
O.I'MJITJ 

llllT 1 - Strike to be oalled at loelag 
!lroratt &eroaaatlo UaloaJ 

lulT 1 - lrlo L. r. &rob4eaooa. 

S.laoer•lJ rova, I 
(.._..IW. •-a•a .. 'I.-!Jr. 

)(r. l. U(IJ' !ocrrer, 
Dlreotor 
federal lar.aa of Ia•eatlgatloa, 
laablagtoa, D.C. 

• 

j 
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J\14' l, 1940 BI SPECIAL II!SSl!NGER 
PERSONAL .liiD CONFIDEIITIAL 

The Honorable 
The Seoretary of the Treasury 
Waehington, D. c. 

ICY dear wr. Secretary: 

I am transmtting herewith tour 
""""'razr:l4 contaiaing intonation receiftel troa 
two cCIIt1dential sources. The •ttera related 
in these CIIDOranda concern European affairs and 
are being furnished for 7aur intonoation. 

As subsequent intor.ation 1 • receiftel 
!rom the same sources, it will, or course, be 
cocmrunicat ed pr ocptly tc you. 

Sincerely youre, 

\(au~ 

Encloaure 

I 
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•tiltral k ru of l 1111ttdlgalllln 
• ntltll &At,. l tputllltld of J IU!Itt 

·~ B. (I. 

Tho Honorable 

Jul,y 1 , 1940 

PERSONAL MID CO!IFIDFliTIAL 
BY SPECIAL MESSENGER 

Tho Secretary of the TreLsury 
naahingtoc, o. c. 

IIY dear llr . Secretu-y: 

AG of possible interest to you, you. are ad•·ised 
that I u in receipt of infonoat.lcn fro= tho Seattle office 
of tbie Buree.u to the effect that it bad been learned 
that " atrike bad been voted bJr the Booing Aircratt. 
Aeronautic Union. The meeting of the Union occurred on 
June 29, 19401 and the vote in favor of " atrike wae 
forl;y-t.hrell hundred to !our hundred. 

Tho nogotieti ons with the Boeing Aircrnft 
Compsn,y , it wu indicated , would be continued on July 1, 
1940, and the etrike is not expected to be called for 
eight or ten da;ye . 

It was understood t hnt a bettalion from Fort 
Lewis wns be!.ng held in r eadiness in caae the necesait;y 
should ar1ee for i t s use . 

Sincerely yours, 

~· '-tr ---~ 
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~ l, 1940 

ftle 1t:1110rable 
b Seore~ ot tbe !rea8111'7 
'la&b1tlcWD, D. C. 

ItT dMr llr. s.cr.ta'7• 

I - t..--1t.t.i.Qs ba..-ith a -reodaa ""t.­
Unill& coaplat.a detail& aa t.o the iDtomat.iGD 
poeaaaMCI. b7 the hdaral. a.reau ot lllnet.SCat.iGD 
111t.h recarcl t.o 1r1c L. r. ~. th1nlr1,. t.bat. 
t.baaa clat.a .t.&ht. be ot 1Dt.ar&et. t.o 1"" 1D c-t.iGD 
with 101&1" ocDWoplat.ad iDt.an'ift with t.ba 1nd1Y1clu&l 
1n quaet.l.oD. 
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Ju1y 1, 1940 

IIII! OR J. NDOI! 

&ric L. F. Archdeacon, approxiutel,r !orty- t.bree yearo 
of age, preeentl,r ree1clin& on Old Clmrch Road 1n Qreemneh, 
00Mect1cut, telephone Oreemr1ch 232?, has aened aa IUropean 
repreaentati.e of the Bankers Trust 00~ of New York, 16 
lllall Street, tor approxi&atel,r ten yeare, J.rohdeaeon haa been 
interviewed by a Special .&cent of the Federal &lreau o! Investi­
gation follCJWinl: an 1ntrccluct1on erranpd by l!r. o. J'VIcer 
l!cO>au , Vice Prelident 1n charge or the BanJcl.ns Departunt or 
t he lllnlcera Truet 00llJ)IIIJ of - York. J.rchduoon 1a t t. eon 
ot an Ji!Dglleh fathar 111d a Ge.-n .other. 111• !ather waa a 111D-
1ng eng1neer who bad done a cone1derable 180UDt of work 1n 
Genaany, although be wae engag<ld 1n mn1ng work in Singapore 
during .t.rcbdeacon• a url:r childhmd. .t.rehdaacon waa torn 1n 
EhglNJd, but apent 110at of his life 1n Genun:r with his mother • 

.t.rchd .. con, tosethar with hie brother, waa educated 1n 
Oei'IIIBJ'IY. They both studied ena1neer1ng, hopin& to return to 
En&land and follow tb1e ocoupation. .t.rcbdeacon at the outbreak 
of the first World 1'ar wae atteDd.ing acbool at Bonn, Oenaany, 
beinj; arrested ehort.J¥ after .-oc-nt o! hoetil1t1u ae a 
British allen. IW-1ni e tforts on the pert ot b1o !.-il,r to 
8818sle IliA out of Oerean:r, .t.rcbdMcon wae asa1n &>TeSted and 
1apr1eoDed. He 8p1Dt approxiaatel,r .U 110ntbe 1n jall, be1nc 
thereafter reJOOVed to a concentration cap. .t.ltbouih sneral 
efforts were ude to ooDKr1pt J.rehde&con wbil.e be waa et1ll 
1apr1eoDed, be unaaed to dela;:r actual oonecr1ption until be 
was rel eased lr<a the Oexsan concentration cap, allepdl,r 
through the intluonee of en uncle who wea a hi&b renk1nc Oe.-n 
n&Yal o!ticer. Followins hie releea•, .t.rcbdeaoon, aa nll a s 
hie younger brother, wae conscripted 1nto the Oeman D&TJ and 
pleced 1n coaetal de!enae work on ll1ne .,...opera. .t.rcbducon• a 
JOunser brothe.r waa ld.l.l.ed when the lline -•per be waa on waa 
blown up and J.rcbdeacoo, hiAaelt, nart'CI'I'lJr .. c:aped death 1n 
this connection on !ov.r clitrerent occaa1ona. J.rehdeacon 
allepdl,r poaaeeHd an uncle who sened aa a hill> renk1nc 
oftic:ial 1n the Br1t1eh 11&'7 during tt. tirat World ll'ar. 

! : 
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J'ollowiJI& tile war, Arobdaaoon •u eplo~ bJ tile Oel'MII 
Steel !'rlln, 'IIIlich •u at tbat tiM beadlocl IV rrita ttv ...,, 
tile aot.K Gel'II&D 1Jicb>atroel.Ut. Ar•bdeoOOD •u ~ 1A tbe 
ottioe ot tile secreta.,- ot t.bb !'rllA mel be h....U.cl .._ ot 
t.be DOI&Ot.1at.1ou with mu-, Bea6o IDOl OwFe• ot •- Iorl< 
C1t7 1A oo....,tton with tiMAoUJ. aatt.ero. DUloa, Rea IDd. 
OWpe• wu ~~PP&NDtq repn-t.K IV ODOI lborotaclt ODcl tbroqb 
&D acquaiDt.&Dca -.bid~ be to.- 111.th Bberotadt at t.bi.o .t.t.-, 
.t.rcbcla8C06 ... --t.q aatarecl tile eploJ or tile lotte 1A-
d1 rldlul. lborotadt abMqo&&Dtq lett t.be eploJ ot Dl.llGa, 
lle..S. ODcl eomp-. IDil be approaobacl tile Bla>bro - OWP"• 
ot ... York, rae """ AfTMaeooc t or poao1bla ,... IV t.be 
0011p1111 1A the IIDropa&D d1rla1oD tbereot. ClOueqv.aDtq, U. 
bulle ~ .t.rcbdeeooa .. Berl1A rapro&llltat.1..-., 1A rlw or 
hie tllaaat o •"" ot tile Gara&D l.ea&uc•• 

ArobdNoon eplo~ u Secreta.,- ODOI lril<e Voa lleclara, 
wbo •u the clalllhtar ot tile Cbeablrlo1A to tbe lut laioar ot 
Ger.~~)' lllcl lotar II&!T1.acl bar. lril<a Von lleclam• o t..tq •u 
..-.ey hi&h 1D Geraaa aoo1at7 bat 'loDcl poor. • 1'broll!lb b1o 
aarr1&&a, ArobdeacoD .. ~ 1A oM-t•NDi aat.raa 1Ato U. 
loadiD& r..s.u .. 1A GeraaaT, u.. bliDII 1A a poo:l.tioa to 
render tar.callont aorrloe to tbe beak. He wu c:il'Oroecl about 
19)5, epperetq tor the roaaon t.bet hie wita -wl act, or 
OOI&lcl act, ba..-. ol:l1l4re. Gerbanlt J.lob -.vial< aoiT&cl u 
UobcSeacoo' • attoroe7 duriJls tbe d:l-.oroe procu"aca• 
Waot.riok, it will be recallecl, 1o proat~~tlJ aoni.DI u o­
•rc1a1 Oooulaol 1A t.be 11*11tacl Statae tor 11&&1 ropreoantat.iwo, 

.t.rcbdNcoa later aarliacl t.be cla&btar or w. 1. Bell, 
• .-her or the low tim ot Hall, ()11!1)1 Dlh-. .Jaclcaon &Del 
a.r-c~, with otticea at 22 lut. 40th Street, •• Iorlt C1t7. 
fbio aarli&&e •u a1lopcllJ co-t.K owr the obJact1ono ot 
Jlr, IDOl Jlro, HaJJ.. Do:r1.D& .lpr1l ot 1939, .t.rcbdeaooa IDOl b1o 
wite rotumacl to the U'D1tacl steteo troa GeraaaT IDd. r-e1 DOicl 
1A tbio oOWitrJ dloe to t.be 01atbraak ot t.be ovrent war 1A 
Septaab&r ot 1939, lb1lo ettaapt.1D& to obta1A hie poOHooioao 
troa Ger.IIJ', .Arcbdeac011 apparontq eneOW>terecl clittiCIIlltiao 
with h1o ton~~tr wita ODcl tile letter 1,o ropo rtecl to ba..-. toroecl 
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~on to &U.....,..t.e ~ J>IO'IMIDW to her, upon tllreat. 
t.bat ahe woul4 report h1a aa 8D anti-lui &lid. aa a -her of 
an anti-lla&i sublrerain &l'OIIP• 1ccorci1Dc. to &Yailable iDfor­
ution, Arebdeacon wcoeedad in adjuetift& thio cli.tf1cult7 
aatie!a.ctoril,y, u.-ch u he recehed lll.e furniture end 
other eftecta troll Clel'll&ll1 approxiluwl,y two 110nthe ago. At 
the present tiM, Archdeacon ia reported to be IIJiarld.n& ts..• 
at the bull< in lin torlc C1t;y with nr;y litU. in the n;r o! 
work to do, 

It ia reported that .t.rchdeacon aacle report. to the 
Britiab and French fiOftnaent. clu.r1ng the lalt three or /QQI' 
)'8&1"11 be epent in Cle~ concemiD& coad.l. tiona 1D the lut 
n&llltd countr;y. 'l'bt llasia were apporentl;r oollft1aant of the 
iDforaation being tllrnilllled b7 Arehd.acon to the Br1t1ah and 
French goft,.,..nta. llla to the alloft fact, llr. lloOou.e, of 
the b&nlc, felt that Archdeacon llight heco.e apprehonaift 1n the 
ennt he heard of an 1nveati&ation heine ool'ldllcted ooocerniDfl 
tWa, tor which reaecn llr. llcCoaU approached Archdeacon, adrla­
inll tho latwr that the Federal a>reau of Innot:l&ation wu 
preaentl,y oontactin& -roua MD 1D Yari.olla occupation& wbo 
baft an 1ntiaate lalowlAd&• ot !oreifln cOUDtri .. and thet 
llcOou.e, tUaaelt, bad been approached b7 an PSI A&ant 1D tbia 
com>eetion, whereupon 11coa.u bad ftllll&&ted that an J&ant in­
terTi- Arcbdueon. ttma an 1nt.rn ... with .t.rc~>.s.acon b7 an 
APnt of the federal 8loreaol ot Inftatiflation •aa arr_.,t. 

Ar•M•acon baa adrleed that be io ftr)' nll acquainted 
rltb Gerhardt Aloia •••trick and that the lAtwr boo att.apted 
to cultinte Arebdeaoon aociall)', with no aucceaa. Be boo ad­
rleed that • utrick waa foi'Mrl,y anti-lui, altboual> be 1a 
preaentl,y 8Dfl&(.ed 1D aerrln& the lui fiOYOmMDt aa oa-ercial 
Counael 1D tbia countr;y nr;y capabl:r. 

ArcM'IOOI'I boo edrlaod that clu.r1.Dfl hie reaiclence 1D 
Qe.~ be tllrniabecl iDforaation re&Ularl7 to the Britiab end 
french fiO'Oe..,_,w &lid. waa, IUaHlt, aaaecl to lAern that the 
llaa1 eecret poUe>e "re aware ot tbia tact. Be oteted thet up­
on one occaaion a -her of the lUi a>rl& of Propac&Dda in­
rlted ~on to bia baM, at which tiM ArebdlaOOD wu par-
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lll.tt.e4 to bur a record of bio own ~ice . He baa ~iced tbe 
opinion tbat should tba ll&&is win the present war, tbey will 
be in a poai tion to undereell .&aerioan prc4ucte in all tbe 
~~~&rketa of tbe world, with a reoultin& drutic drop in tbe 
Jaericen staod.ar4 of UYiag. llr. Arcbdeacon baa axpreaalld a 
daaire to aid tbl Federal Bore.., ot Innett&atioa 81d the 
Unitlld States GonmMJ>t. as .,ch • poesible, etetin& tbat 
be would be WI')' bapp7 at all timea to otter 107 1nto.-tion 
he ai&bt ba-.e or w!latner interpretation he qht be able to 
tum.ish w1 th regard to 11D7 particular aftnt. 

He hu edYielld that be ia '"'7 well lmown to Jooeph 
neck oC tbe State De~t. He baa tumiahecl intoraation 
that lui i.mestmenta 1D the Unitlld State• total abov.t tooo 

billion aarko and .Per1can capital 1n GelWJIT total& abov.t 
three bS.lUon aarlcs. The earning power of the !ol'!lllr 1D the 
United States 1o a principal source ot re-.enue tor Oe...aey to 
car17 on its actiYitiea bere end be bellona that axcban&• 
control aia1lar to that instituted by the ll&ai.a would cut ott 
Jaer1cen financial aid to that count17, He turtller expreeaad 
the bello! that .,at ot the larp Oenun intereota 1D tbe 
Unitlld Steteo are c.outlagod ae Dltch, S.Us or Swedish O>r­
poratione and that i1' this country could t1nd 10M wq ot go­
i~ behincl these corporate screens to bault thu, w1 th the re­
wltin& lcoa of inc'*S, 1t would be a tre110ndoue blow to tbe 
Hat.11. 

Archdeacon baa further edYiaod that Cor the ~t.e 
tuture at least OerMD qenta will probabl7 ahip their pur­
cbaaea ot aater1ala t'roa th1a COWitl')' 1n Japaneea boat& acroaa 
the Pacitic and Yia tbe northem wat er route to Jm.raanak, 
Rusoia, which he undoratando baa been OOI!pl.eted and io naYicabla 
and ice tree tor about aix to eigbt w eka per y .. r dllring tba 
110ntba ot Jul;r and .~>~gust, tbanca by railroad oc roaa 1"1nl..nd 
and r&ahiJRent to Gel'll&l> Baltic porta . lie turt.bar addec1 that 
Rueaia•. bariainins poaition with the ll&a1a baa bean or 
n.!ticient straQStb to force tb• to tum1ah mnitiona, 
aachina17 and aach1ne toola 1n return tor oU. He &leo broa&bt 
out that 1D s peaking with a bigb ailltery o!ticial 1D Clai:'MIV 

be baa been told that Russia• a agriculture has been bighJ.T 
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-hen'"'""• ad Uat -1& IIHCia ab>Dt ~ ot \1M oil. D tau 
tor \1M opeNt1oll ot t.he tano1JIIMOh'•ll7• 'ftl1a - -
84n,aad Ill b' 10"11 Ulat 1t GaruiQ' ..-r Molarecl war apl...t 
Jlllra1a - 1IOlll4 s-clia\al!f attaok the lllladen oU t1elda 
'IIliich .. lllcl -tull;r et.arft tbrt 00'1Dtll7 'lllt.ld.A 1\a -
borclca. 
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The Honorable 
The Secretary or t he Treasuey 
',1ashington, D. c. 

11::1 dear l!r. Se<>retary: 

BY SPECIAL llESSBNGii:R 
P<:R.SONAL AND CONFIDENTIAL 

I am transm!.tUng herewith as ot 
possible interest to you a copy or a ,.....,rand,. 
aatti.ng forth 1nfonrat1on reletho to Dr. Karbert 
Hoehne, with aliases; Dr . Em!.J. Woltr; Repatration 
Act; Espionage. 

Additional inquiry 1s being made in 
th11 matter am you ll'ill be advised or the results 
thereof . 

Sincerely yow-a, 

I. --. ) 

. I 

\. 

Regraded Unclassified



r~~~~~'~f r•tgl:i:! ~~~'IJ~ filf~ 

J
f1J(1fie flf•lslf' ffr~ (f~•ij 
.•iftff!t ~~~:~!~!!1 ~~~~iiiil!if: 'pp 

• t-• i i-lif--1 ·-t-tJtti-IJ il!l 
:•tl!~!s!~ t!;f1lilllr f!~fiif!:!~l - ~ ~ 
l - ~ - r • ll_ •- i:; i!i!,;IJi 

__ . ff: l•t:~l 1) 

~ -

! 
:> 

i 

,, . 
) 

Regraded Unclassified



-·-
AI 27'11 te W 77= At 'nt tiNa-~-

,..,,., ... 11'. 1 -· • ~: ::::"•, ._ r Jota, 
.. f& ·-• I ' til. --.. -=~:IF ..... SS At'- el 
U..._o..l•slftl.-•*' ,..._. .. _., ... .~--- ., ...... . 
• "•......... '?' 7'•1 " ... , ... 
... ..... .... ,.... "' ...... -.M,. ..w 
"' W ..... nJ 

2 

f• ,. J $ $'= ...... "' ..... . . ...... -.. ....... ,.. ....... ...... 
.... 5' .......... ., .. ,. ... ia. , ...... .... 
wUl ... ,. .................. uu ..... t uu, ... ,. .... ... .... .. -:a..... "' ..... ..w,. .... 
w n •·· w - Aa?w 1aae. 1l1' t?r a.,.. .. w 
.. ..._, tru*s 'w-*1._......_._,_ _...,...._,. ...... ,_._,__ . 

...,.._ • s ear • •• • * ••• s w. 
'- 1••'-. .......... lie- 5 ld "' '-11 L 
t'' 

......... 'nt .... .. .. • .... letfft., .. 
1 ... J\at ' , ..... , '' 9 n_ a 0 '•' a e6 -1&&, 

, .... naon...._..-r ??wrtl11 ow •• 
U. ..._Ossa 10 • JeW.._...,. UIM • Ia a •-n. 
-.• •rteet'• -.. ...u. a. Ilia: Je, W 'Mr, • • 

,, ac;u II \ t&W el U. ..... rm'' ' I 'c' fUIIo 
• Ia -- ..._. w '5IIAt .._. G 1 :J81nn ia wrs- cAU. 
ell. 1 , ...._ 1dctW ........ * "* nla t• 1aae.au_, 
ta'w• t~MIIcut.M .. NW.._...._ •"-· 

...,.. se.AII. UIM • lift IU'U., 1 wsuc'. 
....... rf=" ' .... _.- ... -.Al ..ur, _, .......... 
I ?Uilw el U. I.- Rr? ' ' e.u, it ..... 'rftl Hz 
.... Wit ......... - l&ae. ..... te -....:1 "' 
...,., llliUf fS 1 "'II .. '7% 'ss, ~~!Ala, fta till II 7 
... ., .. llll ............. te ...... AMoss, 

"' '"• "' Wltr e1 ,_ 7 '- c'fJ£ tiNa till MW ~~ ...._ .. a.. .,.,.... nu-· ~sen= :r • .. ~ ~ :w, -::::::1: • RJ311&MW ef •• WIUI• II -'I ..... • •'''• 
,. ow, w es=-. .... " ,.,. a-a rs, ,.d 

Regraded Unclassified



_,_ 

-teUIII'"-'tiM. 2 Pw •MIU.-. ..t pw 
'IIIUt...._. .. T 2 2 ._..__..~t1 2 2 ·­
ft '- .... - 'I !Jr a UHI tiM ...... ..UU 
Drc 'IIIUt - .. u. ...... -- .. 1 a I .. --illll...-..J. .. - • ,_, IIIUiwiiMc 

1\.U ....... ...Uiont .... a 1 
taM llU,., au, u. • 72 • a tel , •-. u, 
:-o,·;·:·~.:.~ .... • ·,.,=.,... ---=-6 ....... 6 a. • • 

.1111 ... '111 2 2 -. ..... .vr '-..._ ........... " .,. ...... ...., . 
•• t" - .,,. --.. .... ... -.1 ..... 

9 ... ~ 0 1 '" ..... ' •J •• 9 s 2 IJ 
fll ,..._. 6 IM Ia * 1lll&teA aa1 n, :tJ.. a -•• 'a 111 tr,.,. w 1 t .. ar. • ... ...._, 

.. , .. 1 .............. lao-.-
... '-..._ II a I • -Fa <-• lltiiM. Ulllt Un 
- a 6 td 't.: ....... ~ 'r ... - fll •• 0. .. 

!. =---:_ ...:'la:-1. •;:,/..= =~ ~ ~~z £IF 
-elM lllrte1 tiM • Me~ .. I 6 ld Irs 
............ ... • 2 1 ............. 
.,, 'IIIUt - • J\ - n1 •e t at ,,. 
tiM lr• WIVf- I 11£$ 2 71 I f11 .. J , a. IV? I 2 

71 ... 

LteSess - ..... -- .. 
2 

• sl ... .as.w fll .. 
.... o-la t&la-· .... ~·-· ==== ::.:;.-:~ =-~; I=·· ..:-... 
tealie~Mu•....,... LteSess- teatsutat te ft" • te * 
.._.,, .......... 7 IMI *lit ...... -~ .,.... -n·••wu Tlr'•t~~t.e,.... ... _..._.. 
.. tAIM& .. ... • 2 .. &wetl 0 tl " .. ,. '-· 
,. -

2 w lila.... ?d lila .. flU.- ... -
JM1uw ..a Ulll t111w 1 h£$$ ..a ... elM tiM Ma ,IIIII! 
a 

2 :l.!:u-:. '!;: rlll a :J1 Q",.it1 a I"'"" • 

/ 

Regraded Unclassified



_,_ 

tw ... r•r .. loftWII .. W twa 'W E :A !Ida _.. 
..... 1 ,..w,. ........ ill...,. ..... .. 
_____ ...., ...... ill .......... ,.-·· 
• , • WRY talll au • a '"''tr• • abe Mdt w:ltll 
• ,...._., .- C2 ,_ ttl .- a... a a J ... ill _,. .. _ 

n 'IIIU1 t. ......_ ttl ===- tt.. tilt We , 7= 
ent~'7 7 .. tilt\ ...... SF 7lr..-,..... 

t'"'a • E An We U• an .. * • 
,. •• ,_ .. 1Ma5l t. - OJ 7 ta ..U- tilt 

... Ida. ftU iaMftllnnl ..... ~ u.u. .., •• 
&Ill *- U ia ,.,,,,lfN• ,_. .. -. _.. IIIMiu..J. 

• 7rf--.. t. -s.autrat• • ..u- tilt t_. 
1a ada JIF ' • \e tlllll 0... 1 

,, .. '$ ..... , 
7

5'J * a... o-1 a a1, .,, s-. CIFI!. le1 u. ,.._ • 7 FdJ'• s.u..e-. Clti&1eJ .. -- r.e.au... Ia .... ..U'fiaJ .. 
• a... a z ..,, - &~ne, "-''•· 

............ \1M ..... ln'l1'llle 1a 1M ..... , ... 
'"" .. ~ ............ ~. ill WllU. 
~...-.... 'llrllda,_, pn•• .,...._. 

ttl .. a... o...Jate ia ... " ·-· .... .rn.a ttl .. a... o-1 ° a1 ia 1M ....... a..u.. .... iat .... 
\Ia\..... .. ' ... ....w- ........ ..._ _...,_ t. ....... ,_. ta :a... IIU s 7• ...... .. 
MoU:A ..... -.1W ....... .rn.a ttl ... a... o-1 
ill 1M .,. .... a teOO ,..., ,_ za. lMO, • ....,. tilt 
rs>r .. leU liP t• ts ID 1 U= ...... Oltr ill 

'llltla ,..,,_ wts .,·-1 -... • uu u. 
W .... liJ w 0 a 0... 9 ,• 4ltft..u1 M 1M 
.... , ....... \1111 .... , .... .-M ... - .., .... -...... ·= t .. ~ ................. tt.. .. 
,._ a • JEte ill ... " d- *' u.- rs>r -
- .. t. I"?Jedp:A ta II ' 1o lwluc- WJolo k ow, 'tr ... .. ..u- .... lftt.F ill WllU. 
~-

...... M ttl'ft .......... '; Pd ... •su ow an 
.. tilt _, ... ttl tilt "' lldao a), ....... 

{,: 

Regraded Unclassified



I ( 228 

-·-
.. 9 2'r 2 211 9 .. ·--· :W ts· • .._ .. ai ..... 'P .... -a 

, .. ::":U'•d12111t .. ttu .. II3 111MPII'•w• fll -....... 
~~;.:•;:Ill: t 

3

rr Jaft 9'"' .,, '3 ..... - ....... ,.._ . 
- ,, O:u Ml ......... ., .. a.. 

.. 0 2 I&Jiii -- 2 3 .., ....... ,. - .. ---

fils o , _ _, .. ._. .. -.. 
•so , .. ,, »•• _.. ... ..,.._._......_ 
--· 0 '•1 ·-·'-! ............... .... I ' 9 p .... M• ' J ..... - 'de 

,,. ... ..... ... . ... ... .. .. 
1 3 0 

.. __ 
1JI.JI ...... ::= • • • 
1 '"*" ...... • • • 
1: *" ..... .... ... 3 PPM 'Tl 7 a ... ... PI 
1'"*" ..... ..... 

?d''Tlt 
... 1 " ....... 

Regraded Unclassified



d • 229 

• ..... __ _ 
F ,, ... .U. 

, •• 5) .-... 7-• 

!.!(---·7 a ...... ~•• ,., .... 
... sz,c ........ 7·---.uu, --
.......... 2 1,...._ .. u= 7 a u· 
1/6 aA::al f6 .. I• •• •• rt Ia ._. 
I al Ia NJ 2M an I 5 LIT aw• 

,. 7) .-... ~-... 
-· 7-..... -.. 

--::::.:·::~~: 2 • 0 

- f 5 I a MS' 5 ..... -
....... ,. ... lanl7 allaN& In 

.......... 1 

t?ll--=d\..sliiiUf,.._.,t6tliiLe. 
.. , 7 I.... 7 •• ,,._. ..... ,,- .... .--. 

f6s 711,..__, .. ._. -.-. 
••ca ?''•=• ..,.._._. ....... ..,... 
~ 'i::=:. ,s7 :: = =·= ~ r-:, .... 
Js n a ............. 1-f .... 

-~~~~~- .. -A-.. 1rtr 
luata 
lr&r 

.......... = ........ ........ • • • • • • 
w • r • • • u· = e M rz 2 

1 r &r .... I ... ~ ?!# tw I te tlit ' 5 21· ft 

...... "' l 

I till 72 7 .... =::::-.. ........... -r, ..... _ .... sl , .. ~ 
a 7na ~...,... w 

- /' 

Regraded Unclassified



1.1 230 

_,_ 

-:: ;t .. '" ;c ,..:: ::a .:.It.::-.:.: ., 7.: :..·=---
.......... -... _ ......... 7 2 

........ ! :i,., ............ ... _ ..... ,; 1-· 1...... .. -.................. .:= 1;.,.. .... 
:-.. :: I •=.:t:.= 11 .. '* ... 'f ~ J .. Jfti.. 
.. _ ...................... , 5\ 
--1171 ?--*--........ ... _..._-,. 1 au 11 a 

• 

C"ai)C1 r 

..... ... -
....... ·-~·-- .. ·--au~==~-- 11 11 __ ...... 

·-· ·--· a?1 ........ 
a ur 1a:=:u~1 _.a .,. If .u ... _. .. ....... a ; ....... 

C.... 1 a •uri) a .... 
:: :n::1:_::, ~.=,=1t', 

Regraded Unclassified



............. 

• ( 2Jl 

-·-
Nul I,..,_.. 1'e .. •a 1 ~••• 
us , ,~.,e&Jec- .. ·1 ,, .. ._..,_-. 

lo 

u. 

.. ., 1 ............ ..... .,. 
<• 1 a)• 

I AIIIIIIIIA. 

Jl:lr::l :·::1:·:-- •• • II 1 ............... ._. 

• I ljl II..._ ............ .... 

..... - .. OJ I I ............ -
1 1 I I 

•• .. .... ---.... --.] le 

.. -tete J!!!!' .. - I & I 1 a~ ....... 

1$ I I task gQ --- .. -----
.,... .. .. , 1 11 a=- Pg 

.. Na "• fill a • te '::..:::::::_:-t..'!... 
?d ... --... l I 2 I ..,. 

-

- 2 

--

9

1 ... 22 ~ ----- 2 
2 

• ....... -. L 0 
., a II lim' 1 ,,;.,, 

Regraded Unclassified



• 

_,_ 

.._ .. s., ... .u,.; »·-a nu.·;"" 

... U. I 'eO ill .... .a-ia - 11$ II! 'r 
k I u.-. \e .... Alnll• .,.._ ._ ...W \Ma 
Mfw-'r'teU.Weet-la...U.'-rSa•• u 
_. 1\eM __ ill_el • 

1\iaa 0 W\11&\..__, M~ill_,.. 
' &'• tMft, _. *' tw 'a- tan; ,,._ • \e u.&r __ -.1 .... 

lll• Ia U. .,_.\a.\ ,ell''•' .... U.. 111 Ala ,, ....W 
..-u ,.u.,. wa 1 ••u.s· • 
.-.w ........ u. -- ... u.. am.. e6 ... ,_ 
~· ,_ ...................... . ~~ 'Np 

.. ~ • ..w .-&11 2 111. Ia - - .. ..-r ..,. 
-~-~---~ ........... \Wa WIIW. .... te .. ' 0 b lir I '2'11 - eft!ef•l ,... ...... 

IY. 1\iall t IW--~eiU. ........ el*-
..._ ... 1\e • = - ..-Jr .. ,. .. , . '· wft' .. ...,_ .......... u.-e~u... • 
'I e 1 1 "I' 1 • ' 

""---·' .. ...... . , .... 
...... 

( ......... , 

• 
c .. =)lef MOl l so J) 

Oeets.•e a \S.elt 

1. ftU ......... II •• 'lllWe \liP '• ., - " l •• 
• ..... _,... ..,.U J4. J,fJ4 (lOll I I J4l tt). 

Regraded Unclassified



-lD-

••. "' -- -. .nw. w a. .... ,.... ..... w ...... n. 
.....,._ u :U.W. t• lta .., 5 o 5'11J 'tielatua at UU 

ftle M • ; '•W weaalJ·· 

,. - .... 5 "= el .... k1Mo --- Sa -' - wllala, u 
, .. ''0 • 

4· " --. - ~ ' '¥ ~· 5, w a. .... Sa. 
~ • ..W -t.J,a • ..S.. ar I :.-''' We 

, , .. u-n wt•taa I 0 II W W Ula , ...... atn.. - W M 

tw- h. Sa a~ • ..W- '• ~. I lcr -
~ fM 8IIIIMr &I '• W '-r Ula 55 W• 0M ... 

.t. up .a, •· •· ._ lA'- ._ n en =• .... 
lllihU trM s' .._. "*'*•w Sa .... , (IT u. ru 'p ctn., 
A\'mt•• caul ~ • 'C .... ..U. I 1'1•, ... 

I M s5 - W. elti.IU1 :apr IIIIW)1 U. ..... &I '• 

W ._ U. 00 

W el U. .... el U. ...... W '55l5dall U. 

""" nt- --u - \ld..r .....w a. u. II •"'*7 el 
aww, u. lltiMr e,.,.._.,. ot eww, ....,. u. ~ 
· e OWl) _. ._ We1 'S"Wial DirMMr .... , ot \M ~--

ot ~ """"'- wll1all ell ...... t..u-. . ..... ... 
A t'• Mil, .. Jer ' ._ f• J. I • w $ I .... 1IW UvW' 

(IT U. ,...._. otfl.aa, 1."&5'• ot y, Lc a. W ' • W. 
:ep M\1w) . DRlt., .....s..- • ....n.MMe M re''t!t'• 
IW faUL_,1 ftC ~111'1 U.. U.-- i.e \eM 'z? .... 
Oil '-'II we 1 u el ~ wi.,._ a ;au u. ..._&Au. 
..... ot U. - SA W M plMM, w1 .... ntw I W U. 

&l4f1.MaUal. .... -... Oil u. """' r- •• ...,. * ...._ 
: ':.!!',!~!:. ':..=.:!~-=: .... :' u. p;::-: •. , 
.....W, .. Sa U. -- n •"-•ba' (0Nii¢s) U. 
....... _ • u. ...... cxn.., .. p- - u. J.adM &ill ... 

u ........ 

.. a..w u. ..... .ua s...lWII'¥ ~ u. 11 '--
NllMa ~ ..... ·~ ...u. ,...s..& at- .. 
--'• u. u .. a. " 1 v ......... ""· 
ltP. Sa. 4J11tJ,o 

Regraded Unclassified



-».-

., .... f] Jl .. ...... ..... 0 aliJ J 'ttl Aallll 

" ·-· 11l11JJ. h hr • , .... D "'' tw U. 
's''=s.a·gq ,, 

11l11JJ. n •r . ,,... u "'' tw • 
I a 'In .. .._ 

11l11JJ. nmr • ,,... D..,, tw­
I a unaa...,.. 

1 ...,._ tw u. ..._a 1 u aa z ,,., IMlll 

1...,._1_U..._, alE I'Jia .,, ,,.. .u. 

............. al? 'ttl 

.O'RUI u .. ~-. ..... 
-.. '-• .,,? ,. 

A 1 trr 1 
1 I I tw * .;>::= \hft - .... ................ ,, ------

--.. a a a .. 7 7 "•• .u.. .... 1\ -.u ---. ....,.- .......... 
,. u. -.s: :z-._x,. • 

.. .... '-' .. .,. rs--.. 1-• * N'rl• •-• 

Regraded Unclassified



-u-

..... -- l '' 7 
2 

"'---. ~· .. -n 2

-• ...,. ._ lft ..., 1n £nillsh: 

-zg=ppw• . 

IIlLI .... •t'«T ................ -- U.I.JPl 
s. ..u..-. u 11 ,, •• ,._ .. ,. r- .. --
.u.w, "a ?'M ... :eU ............. ..U 
prstsr I I 'ef• .U,._U.,. 2. am.. 
ia -aaa. w .... • a 

22

- ian 
2

-. ,_ .... , ... 
I "• .. t' ?See) I atef rile .. -'"7!~--
.............. - ..w ... - <Mcfel .-l"'-
rw '• arn... • ., .. - __,. ,._ • a " 2

" 

•• aQnt·---• .... .._ .. _ 
&MUM Wlltll tiiU .... Ole -.tJ. 1IQ1 • I'IIUI' -----­

..... 2-. ........ 

..... ., ...... ____ ,_.. ..... 
I II 

2

-M~I 

A_.., ............ UUIOW ., ...... _ 

wt..._ • 2 !r _. I 1': p p -. p, 0. a " _, 
.. ~& ............. . 

• _.., ..... IUl_ .. .._.., ..... _ 
........... , lb' ............. . ····= "' ...... - wt."'" ......... ....... _. hal s a • ,_ u. .... (ts 'nH•·• 

"lUl ,._ -...1 ......... ( ...... ) ..... 
...... ...,.U_.l4_lNto 

Regraded Unclassified



-u-

' .. .a.. ................... u AllrU ... 
,._...,...- .... ,..,.. ,,,._ IIdia 

.. W:l 18), ' 0 't'W atll- wq 46 I 18 .. --u--. 
,,....., .... ...w,.... 1 2 .......... 

____ ._._" 'sO 2 .. ;;a , 

... lat ... "' ... 
2 

... - •• .u--· 
...... ..,, .............. .Ua ...... llll'r ,,, .... 
ee a 2

•• ..... '"-• ,.,.. wa ,.,.. 
A.U.fll ...... t ,_,,....._JeR, 1 o Aw. 
~ ,., - ......... Aaa=?'= • 

& w a ,.. n , ta ft' ut • tel r.., o s a 
( so Sir a -.r el a p ), MW lO • l~t .. 

te loo I• a lt6f11, ...U., PI l ? k • - · 
,... aea r= ws. , us'" ...... .., • 

..- "' " a t• '" a a ia --. - C'-' u ........ 2•>· 
A ..... fll ...... wlU. * N''"1•.... t 

5 al SF Ul J .......... 
..... .u.. 
71 I e.,_ 

-
Regraded Unclassified



-14-

..:.. .::zs -
72 2 ·-

: 
a a 72 "t 0 0 st= • •zn¥.-sn .... ..... --

iiiiiiliia1. 

• a...- L • ::'='=
0

:-:•:ac:.:~=~=-== .. - ---· ,.. -IS •• 
.......... 2 , ......... .. . ___ ...., __ 

... ..... -- ..... ~ ~~=~:.::-:: ...... ;-,·,·--;;- - :a::... .., b •• • 

........... 7 55 ,,_..._II& 
11a a e a 22 , • •• .,, t ut, a N 
............. pp sk , __ ... 

a 

... IUl ........ v 2 

... .., ..... 

• ... • :~·~ .... =- .... ::..:-.¥JK;;r:•• 
.... • 2 - -=·'• .... =·· ...... , ,.... .. 
--s '~"e4111M?el ..... ,...,.. ...... 

I 236 

Regraded Unclassified



-~~-

Dr. L ot.a- ....,. D. P1rt 'ol ... e., a. 
_.,efe I Jt I S 'e, lllltJo1 ..... 

t - ,, ... • - _ ..... .._ __ ... _,_ ... 

- -- a ..,.. 
I 

...u ... ,, f/6 ..,., 

I II ... llatlk4 = S=l I 0 FQ 1 IM.1 

- ~ ..,.._, a."' r-. OIUI....._ 
I....U J. .. ,,."'1 • lllftldl• .Dir I· 0. 
,., Sef uu •••=•$$ ,, ; "\, .. u. a.o. J6. 

A .J• & ................. e6 llro f, I' "•- Itolhlalll!-loo 
.... ~. b nnM,·t-. ...... 

D 1l&l1 a. ...... .,.. till J U 1ft,.._ ... 'r ...... 
~.,.,, .... , 

Dlat •as a te • • Silk -.w ..... a rat'= 

e6 ""-.Je l ••••• .. *""" .... e6"" 
pr Ill'- IUJ JIM- Qt:a.lo 

"- J U,l.e ...-n- • Ud.a u ....... ~ .... w.-
au.. ... .... .9 .... w * .a.. *' ... --
........... ..,..... t.IIU !' ,_, ... ''er!'r· 

..,. .... Ww 70

" ....... '' 

9 

• w -llthA 

...... -.&1 'llilft J•=-- w.... 9 ... ~ .. 
apr PF•U. IDU...bl 1 ........ 

?a ' I .. a. It ·- a ~ U, lMio a>. 'llilft _. ............ 9_ ... _ .................... . 
.. ae· .__, .._. -..u ... ....., ~ • ._... 
..... ,. I P ... , I '-~--lNI»o ftiLI~, 

=:; =. ~!!. :-.= :-u'-·h~~ • • ,._, _.._., ,_,.....,._e~u •• ~ 
• ...._..._ .. ,., 1-..u.,•-s~~~a. 
7 7Ww~•••.._..,_ - ·-·-
7 

9 w ..... *,. 7 p .... t-1-· 1 

5 ••• ,._ 

..., 
..lo 

Regraded Unclassified



233 

., l'r n art'Ys , d-......,. .. -. 
..ur • .,. 1rr .-.. • 1a sa , s % ==,_. 16 
111-' .. ts ,,,._.•_r a • usca 7 '• 

·- ....... 2 .......... 27= 
",,.. ................. & a,..__. . .,. 1 

"., 77'...._16 ... MIIIr .. lllftl6*' =• 
,,.,,_, 2 

IIIUr ........ _. 
,,.._ ................ ZIIIP.l 

L:::l :.:.: ..... ..... ...... :u.-. ..,.._ 
_...,."'I"Arr 

::-~ .... «­
• I ) 

... ...:: 'k 's' _.,.. ...... _ 
SF 
1 a'nn1= 

-.. "MHn 

•&w .... ........ , .... 
b J$

0 

$ ?"• Ia --.. 

ao. ..ul ~- II 1 I Ill'! :1.1, ,._ ...... 
~~~~~~~.-.--...-...-• n , .... • 41• an,,, 
-16W ''cit- 7 ,,...._. .... , .- I .. .._, I'~-,.._.._. ... 7 , ..... 
:-., L;::-"-.c:.~r,:,..::, ss .. :: 
r ,',_,. eu aeu - end,._ --.. • :r 
A Pre - 7 a n g?d 37 PI a ... ....... ._.._ ... ann••••• ~~t• 

____ 16 ... ?'= ,, ____ _ 

Regraded Unclassified



-17-

.... ..u- lA .. ,... ... _ .. "'"-- ..... -s..­••a rW w U'riw ell4 tlla\ t11a ... ,.,. ... t11a 0... Ocou .. 
-' .. -' ~~tria u. --. •• 1 '*u- 1.11 aea ,..._._ 
et \be =• '* et .-~> a:ut.ae. n. tM\ tlla\ u. o... 
•• 1 ..u- 1.11 a. n ·- ..w 1\ ..._ t~~a\ Dr. 'h1U 
.... Dr . ..... - ot .... UIO? -u ~-- ,., -­
anpa ' h\J!,pa, e.- • 

A II a"' M _.. l.Uel\ lata Ue awt'*'e 1a 
SM ,... ... _. U. YArd • _.. 111'1'1""' n ' " orW, lel.wdar, 
.. ~ •• 1~. 1ibl.lll> - "'" • ......,... ..... ... • ,. .. 
w U. laten l.lltu t••, ~ Mip 1.11 ._ w lll'l'lw n 
..U.., '-• a\ UaOO a.a. ., ~ 21 1~. 

, ___ , '*. ,..._,,... ... n.Miwlr--- ot u. 
a'*'* ~ .., ..._... ot \Ialii ..._ • w u. y-· • 
111ft ., * .,,., ~~~Dee, - ~ a,, 1~. 1.11 ....... '* 
V.ftl. tJ'M ·-n111• t.e ...U... tw U. pa;111 ot ~ 
u. ..u.. ell4 ae\l'fl\l.lle ot Dr. hl.tt. .__. ..... ot 
W.. ...... liM prau tot w •'""• p =, t• u. p•; 11 

et -• tna u. tln\ "--' .- -pu•\1.111 ws.ua u. llll1\aaT 
Aa\barl\l.lle ot \lla CMa1 ZaM 1.11 111• 'ld.\11 att- W 
-v.iA U. I &t ... e ot \lla t.r&ik- ..W n1'- 1.11 
Or. Weltt• • ; 111 rill•· 

oa ~ a6,. :INO, • J'M&o&l u'rn- tsw w ... 
u. ..s.w .... c ' wt ., 1.- .... , •• Oll.U...S., 
ellar&1lll 11r • ., .... ' .....,. ws.ua ...,... nat de' u. Aft ot 
~ •• 19)1, ~ ..... ot tlftip pr!nc1pele '* ~ 
'ld.UI U. 11111W S\a\ae II ; 1 \ ot 1\a\a. 1e p' ' ' -' 
p.iUr, ell4 1e Jill' II I q a:at~ 1a U. La: b•l• c.-lr 
..u lA ~· ot ..,,000.00 .... n. 1-'e - \a -
PI' .... \a \lla ~ ....... ~ ., La: .... , .... ~ '· 
19~. ~oU ~ w ... u. o ,_. •• La: • ..,, .. ...,... 

-- eft t......_. •• 1~· 
Illt=-Ua 11M ... ·~· .... ,... • ~ ..oti­

M&Ual - \lla\ a\ )a)O .,_ ., ~ 271 1~, lei • ~Aeper, 
,_,,_ oL .a. --. c alate n - ,...,., ... callt...t.a, 
ealW •- a\ U. a..- C1 nJ.aW a\ La: .......... *' 

Regraded Unclassified



---~· a ''=telll ..... w&as 4 J .. .. ,...._ .............. .. 
:-.~.::- :r.:". % 's' _... f/6 U. r , I --

a ··:-::r-- ........ ' '= 
:-::~ .. ..::=:...~!',•::: 1 I 

lss?s ,,_ ....................... "'7U ----__ ....... _ ...... --... --__ 111Ul __ ........ . 

a. -. •• -. • ..._ cr a e ' a 3d= fll 
.. lllitlt ..._ Z?s 2 ' • a. ' 4 'a • w&a 
:_ &ur=r! ,aur

2
:a z:11 

2
;:ra,:-- •,;_ •::_ ... :.... .;-.., ... ,,_ - ..... 

f/6 .. &nuns 7 3 0 .. - ., 2- 2 X $3 a ... .. 
...... , 2 ....................... ... 
.. ..... .. 7 1111111 .......... .. 
Mld'S£ ._ .... ant •• ..ur.• ' "• 
.. "nth ..., qg- .. ?'?r ..... 
.,. Ia a eF 7' ]

1 11'--. "1\ .. -"­
~t....a_. .. .._. n.ii 2 r 7'?1• .....-2 xu '?r 
nlrcJ ..._ ntr?l .. .._ JrsJ I 7 3 2 W 51-
I ::a .. IISUf, ..... W 3 ... ZUiar 1rnJ ... tss-

IIIAstsl $?= Ia .... I a J ........ 1 CIT S Ia ::a n 2 .;:rsii77£W2;_JrsJ _:-..:-=a -:.a ::t,. :._ ZUiar 

~.aw.•:u eiiCUIWa... 

I 7 ! ?".a ~ .. -. ..... 4h ZU1ar 
iST1iSJ w' $ 3:.:!:- .. .at.- fll till lllitlt ..... 
2?s 2 1 .. a. :;:..~ ...... ,... • 2 ? .. &nuns &iSnnl 

7 nlla-JI 2- ------= $ tstJ ... 
........ ._ ..... : .,,,. 7 '·--........................... 

a "'en 2 .. " s1 .a1 • 
........ n= ......... wr,-.• 
2$ If f/6 .. &nuns I It Ia- ft 2 I 

24u 

Regraded Unclassified



fi~:tffJiiJIJflll {:Jt;il'~i11ll! •11~1 

IJ!(IlJ11 
_it r ft·~l~~. ~ ~;Iff 'J·; i tlr~• 

la r:~i 
·~~~·:~·~iif) ~·~ i~~~·~~ti"J'IE" ~~ 

I 

• I 

Regraded Unclassified



-·-
ft- 2 s P'r a 'nfte:t• .,.......,.. 

"! 'Sa' -t!M·, ..u.A .._ 
.....:L .. ... 0 ...... tMa.,.. .. - --. 
au n n te - .._ r 1 'tt 1M r. ' ,,_, .... 1 .. '•• ... ,_. .................. -a. .......... . .... = .• 11711 - .......... .,. • 2 .... '!';!f - ..... ~ 7 2 .,.. -=~ .. ==::~, .. , .. 
-····· ..... -taU ............ ~ .. ..., .. ... a.... 

~ a ...,...,..._"W1121., .. .,. .. .. 
?z a ................. ~ .............. .... ....... 

...... 2 :~ ..aw 7 

97 .. ... tl-
--· 'tta!M....i! & !MtMa ____ .,., .... 
_,,,, ·---~-- ........ 755 • ... , .......... ~ ................. . 

M PPm- 71 Pnfo- .. ..... 
!d _, .. , • .._. .. .._...,, n gnep 7 a 

a._ ..... -, ..aw ... ·ae ., .. .._p := 
• 'hMxS , • .. s n•:• .,_. t,_ • .._/, 
.. ..aw ....... ; ... - "• ... 'i. .. Jcu' .d --

!a.;.~.-:~ f 5 '! r, ":',~ .. a.& t:a'~t-• 
~, ..... = .................. , ..... _...till.._ ~t 4:72dd•IIIIFM ..t !Mt ctte-
..... 11711 ....... _.__. ... ~111.-M "' ..... ~~-a·' ..... ~ Ia w. sus s= .. " s<Mw n -- ;s !Sf ,. 7 s , 

a • $, • I ?""'1M~. ............... 111 ' «?& 

Regraded Unclassified



-21-

At 21~ P•••• ~ s~ ti.M, q,e-u-., a.­
a-ul at LM '"P'"• ~ \o 1At-t.i.ool +t·•_, tr. 
• ~ -· 1 '•*• wi\b I' ' , ...,_\iJIC 
tt. otter ot tile lo Q, Fw' 'nl...vi.M Oil~ t.o t'wriiUII 
tb& ...... ..,. $251000·00 tw ~. 'fld= .. ~\lat. 
U. otrw no\ lie 'I i'*'• 'I'd ~ a,e-'tnc w 
\all - \~at ·~ 1a p1ac elMP \llroqb t.o -ua. 
an! t.wlll 110\ be 1A jaU ~·· ws:tm··.,. tile st.o­
\11&\ be .....U DO\ twaiall......,. tw lloeiiDs- 1t 1\- as 
lw as • 5,000. a. llldet, ~ d14 no\ 11.,. u 1111r MU.tU.U. 
Oil b1a llft'N\, .... - n..J.lT '• ... \llrooiCb ....,.., • 1'1.-1'=­
~ ~•ltnl DO\ \o let 1\ &pp&U' til&\ \llq _.. tile 
laA bU o- _,, 111• m llldet tllet. til& OaiW S\at.. 

11&4 no r1&b\ t.o 18Mrtere 1D \ his -· a. .,. tile tollwl.ai 
as-uGDa •a. 11&4 le\\an tr. ,.., - t.t. \liNe li\t.le 
pukapa _.. brOIIIb\ baak, .., w s.re eats. • ....., __ 1D 

res~ 1 .. 1 t.o 1.,.u...,. tr. Q)'ws'''ll• an1ae4 \Ia\ a s\a-
sb!T l.t be ,... t.o \lis ~ 1Doi1•UJII \Ia\ tot. a.- c-ulu 
ott1Aaloo $1 11 II' til& II ••17 .tlmda wUb ,.......,. t.o tw­
Dlahiftl lloeiiDs's lad, Ina\ \lat. tile a.- Caw 1er OtltlaUle 
-u ""' hrlii1M \Ia ..... ·= b .. \llq ....... t.o -
t.bl111bD18 th1JII ftr-'V' 'od a11.,.' "l \o lqal. "* Fa •· 

A.Miu..J. ~ wl\b .....,..t \o \b1.s "'*bas 
tsiW \a 1JIIIU.at.o t.o dst.o ?19" brpHm\i.ool oo tbe -' ot "-11 
J, 41' • 0 ~ 1D &D e\1l"slT Sltr I t •paslv, as 
"''P' •'"" ~ h1ao hr\bsr ~ is MiD& .-I.W 1D \his 
GIMI 11\1•• 

lo ._uia llllt-\i.ool or ~ ball bssll "M:•.-
1aiU.aUJ11 .. , •• o. c • .,... .. ....... is 1apl1a\at 
1a \b1s - ................... ~ ....... ~ 
Oil Dr.-· o.u.r .,....u.,. ......... , 41 S.S.\b Tw•-· 
SUp"-, S\s\e IalMd, lew Taft. uA etdJ.u-1 ~ 1a 
'lla1D& o AmW wl\b ro ; \ \? h1ao 

Regraded Unclassified



244 

-·-
ma • a a= ~ a a 2 2 

, w 2 

............... 2 111101 ...... .._ .. 
lro 1IIUI- .. .. J ltJ fll r ~ .. 
_. ..... 

2 Ia 1ft lillll'e i 1= I , 
....... - ..... ,. ... , ,. "'5da!'., .. 
._ Ia WI- I ......... , I· 

··~---·_ ................... -
• 

Regraded Unclassified



July 8, 191io 
9:,0 a . m. 

GROUP MEETING 

Present: 

H. M.Jr: 

Schwarz: 

H.M,Jr: 

Mr. Bell 
Mr. Hue 
Mr. Gravea 
Xr, 'i'bom:peon 
Mr. Young 
Mr. Foley 
Mr. Sulli van 
Xr. Sohwar z 
Mr. White 
Mr. Barrie 
Mr. Cochran 
Mre. llotz 

We had a very good meeting at my house 
Saturda)'. We worked th1e exceee protite 
tax out, at least eo that we can present 
it to the President at twelve o'olook. To 
my ~~~~~azement , he wanted to eee ue at twelve, 
eo the boye ruehed a little bit. That 
exoeae prot1ta ie eoae reapone1b1lity. 

For the record I auggeeted - and tor ;rour 
(lklhwarz') background- that Harriaon and 
Dougbton and Cooper be there and I got word 
at 9:06 not to bring them. That ie in the 
room. I thought it would sweeten them UP 
ir they were there. 

That waa a good auggeetion. 

I thought ao. 

(Telapbone conversation v1th MoRe70olde 
toll.owe. ) 
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H . ~ •• Jr: 

Opere tor: 

H. M.Jr: 

lim. H. 
McReynolde: 

H . ~ . Jr : 

MeR: 

H . ~ . Jr: 

MeR: 

H. M. Jr: 

HeR: 

H. M. Jr: 

MeR: 

!1 . 1!. Jr: 

MeR: 

H. M.Jr: 

)loR: 

H.M.Jr: 

MeR: 

H.M.Jr : 

Hello. 

McReynolds. 

Hello. 

Good morning, sir. 

Hello General. 

July 8, 1940 
9::n ~~.m. 

How are you t h1 e mor ning? 

• 

Generalissimo is too long. I don't know 
whether to call you Moe or General. 

Well, why not Just Mao7 

I think I'm going to call you Moe. Every­
body calla you Mao. 

Well, 0 . IC, (Laughs) 

Does that group or part or that group or 
your s want to talk on depreciation with me 
th18 morning? 

Any time that you can be available , air. 

Well, we're going to the Wblte House at 
twelve so that it they want to be here at 
sharp eleven, I'll be glad t o aee them. 

They'll be t here. 

Now wbo's coming , Mao? 

~ell, let'• see. 

You'd better come t or one. 

Yea. I'm suppoeed t o come tor one and 
Jack Biggers and . .. •.. 

Leon Henderaon? 

• 
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Melt: 

H.M.Jr: 

Molt: 

H.M.Jr: 

MeR: 

B.X.Jr: 

MeR: 

!!.M.Jr : 

!(oR: 

l!.li.Jr: 

Melt: 

H.II.Jr : 

MeR: 

R.M.Jr: 

Molt: 

B.M.Jr: 

MeR: 

H.M.Jr: 

Molt: 

B.M.Jr: 

MeR: 

- 2-

I ttunlt Leon. 

Yeah. 

I th1nlt he'e the third one-- Juet three 
ot ue. 

Vall, I want Leon anyway. 

Yeah. Well, Leon wee one that wae coming 
and Jack Bigger• and myaelt I tb1nk were 
the onee that were to comt. 

Well, we'll be readJ. 

At elevtn o'clock. 

Yeah. 

W~l be right 1n there, alr. 

I'•• retained Alvord ot Chamber ot Commerce 
to detend me againat your Committee. 

Oh, you havr! 

Yeah. I thought he'd be helptul. 

(Laughe) 

I hear you've got all the other Waahlngton 
Tax Bar except Alvord eo I've retained b1m. 

Oh, eo you ' re taking hla, huht 

Yeah. I hear he waa lett out eo he'e on my 
e1da. 

0. JC. (Laugh a) 

O. I. 

Eleven o ' clock, air. 

All right. 

Thank you. 
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Sull1V811: 

H. M.Jr: 

Sullivan: 

H. i-!. Jr: 

Sullivnn: 

!! , )j,Jr : 

':'hOO'lSOn: 

!l. :'. Jr: 

Thomoaon: 

H. H.Jr: 

'i'hoapaon: 

!! . M.Jr: 

- 2 -

Are they com.ing at eleven? 

· Yea. Have Alvord here, w1ll you? 

Yes. See you at ten? 

Yea. 0811 you tnke oare ot Alvord? 

lie d.id lest time. Senate FinMce Committee 
took care ot t hat. 

How about t he man I wMted tor l!r. "l'.orgenthau' 

I haven 1 t heard trolll him yet . Admiral Waeache, 
I think, wants t o see you. 

Yea. As soon as I know where I am, I told 
!l.cXs.y he ' d get the tirat IIODOi.nt~:~en10 today. 
~~en he comes, I want Bell in on it, too. 
I; is an add itional aooronriation tor--

••.• torty-three m1111on dollars. 

Could you give the Admiral th1e t hought , which 
I had? It seems to me he might be thinking about 
it b efore I see him. I think 1t would be 
ewell if every Coas t Gua rd Stnt1on wee armed 
with an anti-a.ircraft gun, plus 11 gun bi g 
enough to oenetr11te t he armament of a submarine 
and these crews were tra ined t o handle one, 

248 

an anti-aircraft gun, and t wo , t o handle a gun 
which would be bi g enough to oenetrate the armamen10 
ot a aubaarine. Ask him it t hat is included. 

llo, t hat 16n 1 t included. 

And olus eo ough sub-machine guns to fight ott 
a lnnd1ng :9arty, see. lie have praot1oally no 
shore batteries on the whole United S;ates 
Coast, but we have got all t hese Coast Guard 
Stations and it they were equipoed that way -
I have been there end these men sit there 24 
hours a day and they work only ebout two days 
a year and i t they were trained tor that 
purpose, hov to handle sub-maoh1ne guns - i n other 
words, I would have the Marines land a couJ)le ot 
parties and take a Coaat Guard Station and let 
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1:hn tigh1; ott a Marine l&n<U118 J>«r1:7 eo 1;bat 
it leaYee eYery Coaet Guard S1:a1:ion prepared 
1:0 detend i1:aelt aga1net a landing par1:J. It 
be baa not included that, I think that ie 
eometb1ng the Coaet Guard 8tatione ehould be 
trained tor. It takes aontha to train them 
to handle one ot theae anti-airoratta , and 
months to handle one ot tbeae guns big enough 
to penetrate the armament ot a eubmar1ne. 

I will talk to him about it. 

Yle haYe practicallJ no - t hl\t 1a mJ own idea -
we haYe p- act i oallJ no abore batteries anJllhere 
and we haYe got all tbeae things dotted all 
along the Coast. Don 1t you tb1nlt it is a good 
idea? 

Yea, I do. lie would be start1ng to train the 
nuoleue ot a new group, too. 

Yea, and these tellowa eit there. Actually 
they work two or three daya a year. It 1e just 
in case ot a grea t storm or something and the 
way we train them tor theee antl-aircratt and 
eo torth and eo on - personally, I think - I 
don 1 t know what he baa got in the 4 3 1>1ll1on, 
but I think that would be a much more pooular 
thi ng. 

ThAt ought to be mobile equioment. 

Rigbt, _Jee, absolutely. It could go either 
W&J. And t hen tbe7 ought to have enougb truclta 
to take the men and the ~~~acb1ne gune to 807 
oarticull!.r soot witb1n the area. 

I will talJt with the Admiral. 

I th1nlt I know whAt he wanta, but this 1s a 
thing w1oh would be popular, I thldt, and would 
be Yery ueetul. 

Dan? Dan, I would li.ke you and lfui te and 
Foley to e1t in at ten o ' clock and listen to 
what tbeae tallow• are going to saJ, will you 
pleaeet 

.Ul right . Do you vant a meeting today on 
tlnanc1ngt 

243 

Regraded Unclassified



R. M.Jr: 

Gr aves : 

H . l~ .Jr: 

Schwarz : 

H. M.Jr: 

Gr aves : 

H. !i.Jr: 

Sohwar~: 

Gr aves: 

H. M.Jr: 

Gr aves: 

Schwar~: 

Grave a: 

- ~ -

I wish :you could give me a letter to the 
President vhereb:y - :you ata:y a oouole ot 
minutes afterward, and I will tell :you what 
I want. 

Haroldt 

Nothing. 

I told what 1 8 his nl!.llle - Bull1 van - that I 
was reall:y qUite shocked to read in either 
Frida:y's or Saturday ' s Scripps-Howard Paoer, 
the stor:y on the financial page ot McNutt 
pa:ying three thouBRnd dollars income tax and 
Mr. Bovaan Elder PII:Ying t h irt:y t housand dollars, 
and I understood t h is did not include his 
gar:ablin& 1110n1es in the Philippine•. SoClebody 
baa talked and I Nil v ery angr:y. I don • t know 
where 1t ie. 

We had inquiries from every pres s service. 
They aa1d that etory was current out 1n 
Indianapolis. 

Harold, will you please put your beet men on 
it, because I am reall y very much anno:yed. 

I had intended going t o In41nnapol18 tomorrow 
on these other cases that are now on the pan 
out there, and I will cover this while I am 
out there. 

Is thia an Ind1anaool1e etor:r' 

~t 1a where it came trcm. 

Yea. 

I am very much anno:yed. 

I think that :you oan be certain it did not 
come trcm a.ny ot our people. The story, as I 
understand 1t, vas thnt it came trcm Bowman 
Elder. 

That 1e what aome ot them ea14 to ue . 

It osme t o ue tor oontiraation. 
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Why would Bowman Elder give 1tt 

I don 1 t know. 

\Tell , there 1s one ohano e 1n t1 ve you oan 
t1nd out, but take that one chance, v111 you 
please? 

Yes. 

We referred them All r1ght bAck to the t axpayers. 
\le had no information. 

Harry? 

Soong 1s going to aee you elther today or 
tomorrow, I understnnd. Do you Wlll\t to c!Ulvaaa 
the poss1b111t1es before he oo~es , or would you 
rather walt untll after --

He has no appointment vlth me . 

He was a sking me to get one tor him. 

I asked the President what he t old Soong and 
he &1\ld nothing. 

He told him nothing? 

Nothing other than to aee Me. 

I told you - well, lilY l ntorcliOtlon, which was 
second hand -

Ml ne was rlght trom the Preeldent 'a own aouth. 

In that case t hen, ve can walt. 

Pardon? 

'i'hen we can walt . 

Yes. The President sald he told h1m noth1ng. 
Well, register him vlth H&O , wUl you, Cochran? 
I have got to do this te.x thlng and I am not 
go1ng to do anything untll I get thAt straightened 
out. 

/ 
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Did rou haYe an opportunitJ to look oYer 
tbe report of the Latin-American Oo.aittee 
tor tbe Interia Cabinet Oo..ttteet 

Did enr,thing but that. 

Well, I 4on 1t knov when that Cabinet Oo.aittee 
ie going to meet, but eome time in the next 
tev days you might vant to glance at a eeation 
ot it. 

\/hen I'm bere, rou and Bell. go to vork. 

AU right. That 18 all. Ve are working on 
preparation of th1e material. Dan Bell. 
ea1d it vould be a good idea if we prepared 
the various tJPes of ques tions and orobleme 
for Mr. Chamberlain, who is going to be 
here tomorrow. We have got a good deal 

Oh JIB, and I &18 counting en rou people 
&leo, vhiah vill be the eue thing tor 
Chamberlain, tor when our English friend 
arriYea here. 

That ia on the 15th, 11n't itt 

The 12th. 

We vill have eometh1ng on it. 

Phlllipe. Dan, I vMt you to tRite the 
leadership in preparing that atutt f or 
Phillipa, the question ve want to put 
before him. You get Whl te and Cochran Md 
Proteaeor Oh~erlain. 

'1'ha t 1e all. 

BaeUt 

Xr • .1ellllinge ot the Standard ~ llev York 
-e 1n •1 office thle oacm1n8 to eee •• 
about eh1paente of oil to the CanarJ Ielande. 
Jov, be ea1d be would like to lalov 1f w 
would be v1ll1n8 to tell him 1f JOU 4o not 
vant oU trom Central Aller1aa or South .&laer1aa 
to go to the CanarJ hl&Dde. If JOU don't 
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want it to go, they won't ehip it , but at 
the pres ent moment, they t\re hAving gre8 t 
difficulty. There ie apnarently no embargo 
against it. They go cut nnd load a ship and 
the next thing they lt.now the ship 1s tied un 
&nd they would l ilte to know whether you · 
couldn ' t ct\11 in the five oil comnanies &nd 
Just tell them wh&t your policy ia and t hey 
will be gle d to go t\long. 

I would love to tell t hem, it I ltnew. 

Isn ' t th~t a oatter for thie new committee? 
Doesn 't that tt\11 clearly wi thin the matter 
o r the control over exoorte or t he strat egic 
aaterit\ls? 

But oil ien't on there . 

Yea, you remember the addition that we 
made in t he bi ll which was accept ed waa 
specifically to p rovide tor oil. Ac­
cording to Ed and his lt\wyers , the new 
bill p rovided t or oil and gasol ine 
and they can stop it it they wish to 
and it seems t o me th~t --

VI ell, I read a l1 t tle pi ece in the 
Tri bune that all these exnorters are 
t\t sixes and sevena. They don't 
know where they are at. I don 't 
know whether it ie exag~erated be­
cause it is 1n the Tribune. They can ' t 
get any intornation or anything else. 
I s t here any truth to thnt, Bt\eil, on 
theee etrnteg1c aateriftls? 

I thi nk Just at the moment there is ~u1te 
some contusion, quite naturally, but it 
will work out very quickly. 

I s this oil or gasol ine? 

This 1a crude, and i t is r efined in the 
Canary Islands by the Spaniah monopoly 
group. 

They have refineries there' 
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Yea, ther h&Ye ret1neriee. llov, prenoue to 
the war, the o1l c,... trom Iraq. 

I will aek Xr. Hull. It eeeme to me it ie 
a matter or toreign policr and I v1ll tell 
h1m ve would like to h&Ye an anever, 1t 
poee1ble, todaJ. 

I don't bel1eYe oil vae 1n that Exeout1Ye 
Order, val 1t' 

It val not. 

I don't think eo. The etatute 1e broad 
enou~, aa Harrr pointe out, that t her 
could put 1n oU. 

Neither vas ecrap lron. 

When I attended one meeting, I aeked them 
to put on oil and the7 retueed to do it. I 
aeked them to put on gaeol1ne. 

Crude oil trom the Canarr Ielanda oom1ng 
trom where? 

From Colombia, Vene&uela and Central Amerloa 
and South America. 

(Telephone conYeraation v1th Becr etarr Hull 
tollov1:) 
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H.M.Jr: 

~:r. Hull' e 
Secr etary: 

Secretary 
Hull: 

!! . I! . Jr: 

H: 

H. ll. Jr: 

H: 

H.M.Jr: 

H: 

H. H.Jr: 

!l: 

H.M. Jr: 

H: 

H.M.Jr: 

H: 

Hello. 

Jllly IS, 19~0 
9:~7 a.m. 

Just a second, Mr. Secretary. 

(Pause) 

Hello. 

Hello. 

~bat' s goi ng on , Henry? 
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Well , there 's thie, Cordell. The American 
oil companie s have asked us, do we or don't 
we want them to continue shi pping oil to 
the Canary Islands a nd I'd like some advice 
from you. 

~ell, suppose I tAlk that over a little and 
call you back. 

Will you do t hat, pleaee? 

Yeah -- be glad to. 

Now, as I understand it, t h1B ie oil which 
they ship -- crude oil which goes to t he 
ca·nary I elande vhere i t I 8 renned. They 
have refi~eriee there which a re eo~trolled 
by the Spanish monopoly. 

Yes, and it could be taken over ! or the 
benefit o! Germany . .•••. 

Oh, yeah. 

. . . . . . any time • 

Do you think you oould let me know today? 

Yes, I ' ll e.al l you baok. 
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All f1YI 011 OO.ptn111 1&7 that th1f 111 40 
whatnar we au thea to 4o but th17 4 lUa 
to ltnow. 

Theee ar e etr1ot Amer1oan coapan1ee. 

Yee, but 1t'e o11 coa1nc out ot Ooloab1a 
an4 Vene~uela lars•l7 ••.•.. 

Yee. 
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but owne4 b7 Un1te4 8tatee ooapan1ee. 

Yea. Thank 70u ••1'7 auch. 

Regraded Unclassified



',h1te : 

• • .J .· : 

ol1 : 

· .... . 1t~ : 

.nrrio : 

ll • . • Jr : 

~.nrrl o : 

- 9 -

J.:r. ')ecretary , just where clo we co"'e i n on 
tho.t ? \Jby d o tho oil compo.n1os co:ne t o us? 

',loll, you we n t o. lit~lo lli t furthe r t h e.n I 
moan t -;ou to e;o, bu t I don ' t thi nk there 
is ony h a rm. 'l'he one who i s pro tootin" is 
the Stn nde.rd 011 of !low York and they ~s.y 
thnt n l l the othors v:ill 'oe "'l nd to co <:.lone 
if they knovt your pol icy end what the y ,.,o,u d 
lil:<.l you to do i s cnl l thu f ive of them 
1-<>re , if thn t is the policy , and s&:•, •<-re 
don• ~ 'f:a."""!.t any o i l to o to t.!'".o Co.na!'":/ Isla.'"lds , " 
end tl:ey wou l d 'oo very c l ad to do it. 

As a r.w.ttor o f f act , . ollowl nG up '.h1te , ':1hy 
should the Se e r otnry of the ~oasury tol l 
the01 'hn:;? 

onl y that a c r eat many of tho 1notr uct ions 
on hol dinc up sh l p:>!O'l t 3 seem to hnve c ome 
t hro••uh t h : s pa r tiou l nr source . 

'lltey cot t:'le oil a ll l o o.dod nnd !'l.nd ou t the 
sl-.in cun • t snll . 

Lut this is :-.ot n ship for an A-"lericnn port . 

!.11 t h e 11.:;ht o !' t hat no\/ bill , it is no 
loncor justified . 

The .Handa !'d of 1;.,\1 York has 'ocen c.>,erter lns 
a cood ::anr ships and when t hey (.O to the 
:~arit!ne Collr.liss1on to eot t ho ehll!'ter e. ">;>roved 

~ " ~ t · - · the;; t ny, "!:othin..; doln!J , a r.-.. he:; say, --
you are c,o inv t o 1e:1ve us in that. ;>ositi on, 
"'e w1 11 cha~ter Japanese ships or 3ooo others , 
but i f ''e l<no<r what 7our policy is, i !' ;;ou 
don ' t ,.-ant i t , \,o will atop it , " n."\d the;; oe.j' , 
"All the o ther co1;1pnn1ee will s top it , too . " 

I don • t t h ink 1t i o "P to mo . I t hink 1 t is 
up to the State J epnr t mon t . 

I think oo , too . 
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I am wonderi ng Whether another telephone 
conversation might --

I can oort•ect it when he calla . 

Are you conversant with that row Y!e had with 
FBI on sending a man to lolartiniqueY 

I don ' t know whether I am or not . 

Well, we are trying to get a man to co to 
U.rt1nique and FBI had a man and apparently 
everybody south of Jersey City know tho 
follow, so they might just aa wall s end a 
bra sa band w1 t!l him. 11o had a man 'tCbo just 
eame back from Franco and spooks French psr­
toctly and we want ed to send him down and 
tho State Department wouldn 1 t elellr h1m 
unless FBI okayed him and FBI said, "Wai t 
a minute , we have got a man ," and the thing 
just wont ring-around-tho-rosie and nobody 
has gone yet , 

I tnlkod with Serle this morning and if it 
is agreeable '71 th you, I will talk with 
J.lr. Hoover right after this mooting. I 
think we can agree on a man quickly. 

I think I would drop it . It tho papers 
are correct, there are f ive u. s. deatroyors 
down there . I would drop it. 

All right . 

Thoro are five u. s . destroyers. rlhat I wanted 
to go waa a secret, but now the world knows it. 
I would drop 1t. 

What else1 

Nothing. 

George! 

(Handing report to Secretary) Allison ia still 

258 

Regraded Unclassified



H, M. Jr l 

Haaaa 

H. Y. Jr: 

Haas; 

H. loi .Jr ; 

~.'hite: 

Haas; 

Tlhite; 

Bell: 

H, M, Jr; 

Haast 

~lb1te 1 

Haas: 

n.u.Jr: 

Sehwarz; 

H, JC ,Jrl 

- ll -

optimistic about the fUture . 

'ilbo 1st 

Allison. 

They dropped to six engines , 

They went down a little bit. 

But the fourth of July was 1n there. 

I saw a movie in whleh 1t showed Allison 
1110tora going - 'lhy, you could see them 
rolling. I counted six. 

Those are the ones I have got there. 

That must have been all they bad, 

lo!arch of Time . 

It IIIUSt have teken abou t two weoka to make 
the movie. 

They could splice the movies . 

It 1a probably What they d1d , then. I got 
the impression they were just roll1ng off, 

l'al.at else, Georget 

'1'ha t 1s all . 

You know, it 1s perfectly amazing the way 
nobod:T bas paid any attention to the number -
the fewer people there are on rrPA. You see, 
on February 28 was the high, 2 , 22• , 000. It 
baa dropped t o 1,666,000 since February 28. 
There 1an 1 t a thing in the paper about 1t. 

We can do a little u.1sc1onary work. 

Bring that to Steve Early's attention and 
Lowell Uellett. They keep talking aboUt 
taking the people off the relief rolla. 
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take them off any ras ter? 
to Steve and Lowell Llellett 

658 , 000 have been dropped • 

2oJ 

• 

That is because of the appropr i a t ions , isn't 
it? 

Granted, ~t there are 658, 000 off the rolls 
i n four cont~s . 

Are thOJ employed? 

Ask i:i s s Perk ins. The fact rema i ns that there 
are 658, 000 l ess 17PA t han there were four 
mon th8 ag o . 

lluch of that is seasonal . In ;:arch , April 
and !lay, it so es way down. 

I am boast ing about it , but they keep saying -
what lliQde oe thi nk a bout it , today ' s }lew York 
Times editorial said that thoy shoul d do away 
with \ I? A and a ll the rest o f that stu~ f . 

I saw a t ent ative procram of what they cnn do 
in the way of aiding the defense . It looks 
very imposing . Soce of the things they have 
already done , "but they could expL'1d . 

17ell, !iarrln3ton i s a good ~:~&n on that . ';'here 
isn 't a better man 1n t he country . 

There have been no compl aints f rom the local 
authorities this year, aa there f r equently 
have been in t he past, of needs by people 
being thro•m off the rolls , so many of them 
must be getting other joba . 

At 10: 00 and 11:00 o ' clock in the th ird f l oor 
projection r oom 1n the llnV)' Department t hey 
are showing t he offici al German pi ctures of 
the invasion of Holland and Belgium and through 
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tho Coast Guard any or these rolks who can 
make it have been invited to eoe them, 

orri cial Gopman pictureet 

Yee . 

At n1.ghtt 

No , th1e morn1ng. 

,Anybody who wants t o go , can go , "" long a a 
they are here to take care or •. 

Ae long as they are here a t 10 : 00 and 11: 00. 

Ye a. What elset 

That 1s all . 

Ph1lt 

I have nothing at the moment. Those Sm1th &: 
wesson guns have gone to t ho British. I haven't 
yet boon a bl e to rind out how. Do you knowf 

No, They havet 

They have t aken thOIIl over , yea. 

You mean th os e 2,000t 

Yea . 

I have got your stu!!' and we will got down on 
it and I have got t o answer Kennedy ' s cable 
today on that engine . Will you toll llcltay 
that you a re mabor two on 'tJS;f listt 

Yu . 
waoecho f irst, and then you. 

Right . 

Did you chock tha t wi tb George Neade on this 
engine buainesst 
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I talked with Kraus , not with Meade. 

Archie Lochhead is in town t his morning . 
I havo an appoin t ment for 10 : 00 o ' cl ock 
with him. 

I called him up and said, "My God, do I 
have t o sell your t1n for you?" It seems 
as though I do. I have got an interest 
i n t his Universal Trad1nC Co11pany, the 
Governnent has , I mean, and they hnve got 
900 tons of t1n and I want to help them 
sell it, so I called up on the phone and 
I sai d , "\fua t is tho matter 1f1 th you, any­
way? " I said, "Coca on down and find out 
how t his f ellow Lea eo t this order on t h i s 
strateb ic materi als i nstead of Un1versnl . " 
I !!lean , every t1r.:e we hel p l'n1versal ,.ke 
some money, they pay the Government back. 

Of course , our purchaalnc a Gents oucllt to 
contact them f i rst before doinG any busi ­
ne3s with China. Tha t ¥1a3 t he ori ginal 
i dea . 

But you see , these new men here don ' t know 
a bout Universal Tradins and Archie shoul d 
be in t roduced t o then, so between you , l·ou 
shoul d take care of h im. 

Pu t I called him up on the t e lephone and I 
sai d , •eo·,e down a:\d s!)ond a couple of de.y~ 
and get acquainted with thes e new fellows . 
I said , "I have sold your old tin for you , 
bu t you ought to s ee those people. • 

He mot l.ir . lielson t ho fi r s t dey !'r . r elson 
was here , but t hey talked o f other mnttors . 

l'lhat else? 

That i s ell. 
Dr . Soong and 
to Kennedy on 
may hll ve s een 

I will s peak to !-lac about 
I will havo to make a reply 
this norman question. You 
that zecorA wire I sent you. 

? 6 '"1 .._ -
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Tlhat! 

'lhe question l·lontaguo Norman raised. 

I am not going to do & thing. Believe me , 
after yesterday, for an hour &nd a half 
I thought t his United States destroyer was 
sunk. I am not going to go throug)l the 
thing a gain. Uy nervous ays tem can ' t take 
i t . Let the Sta te Depe.rtment do so:nething 
a bout i t . call up 11r. Hull's office and 
make a record of i t and S&J" in r egard to 
that request o f Kenned7 1 s tor l!ontague J;or­
m&n, I &.D not going to do anything . It 
lolr. Rull 'll'&.!l t s to ask the !Ia vy to do it , 
it is O. K. , but I am not going to ask 
them. 

Right. On that s econd - -

Mr. Rull has been so much interested in 
that , let him answer it , v.'he t hsr the7 
want to mo ve o ver any more gold in battle­
ships. I won ' t ask him. I have got enough 
on my consci ence without that. 

On tho second part , I am a little hesi tant 
&bout doing anything in !lew York on t hose 
i nquiries a bou t w1 tbdrawala of credi ts . 
It is a purely central banking question , i f 
you want to refe r that to the Federal. 

I a:s not f amiliar with i t. We can sit down 
during the day. U1ll you (Bell} pl ease put 
before Profes sor Chamberla i n t oday that re­
ques t t or 150 licensee to send gol d to NorwayT 
I v:oul d 11k~ him to get into that t oday . 

Also the French navicert . rle sent a letter 
to the State Department on those ind1v1dua1 
remittances . I suppose i t will be the middle 
of August before we get a roply. 

1 am surpri s ed a t you, Danny. 1 am correct, 
am I not , that money orders s till go to 
Oemany t 
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BOll: 

H. JJ . Jr t 

Vlhi te : 

Foley : 

H. \'l , Jr : 

Foley: 

n.r. Jr: 

H. •~. Jr: 

Foley: 

P. . J,.!, Jr: 
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That is right. There 1a no restriction. 

llo restriction. 

This is terrible. 
stand it, American 
their o.m :r.oney to 

Thoro are 150, as 
ci tizena who v11mt 
llorway. 

I under­
to send 

that 1a right , and 1b will mean moat likely 
additional foreign exchan~;e to Germany. 

That 10eans that that 1a going to increase for 
all the other countrie s involved, Denmark 
you can't send a money order to :lorway? 

Not unless you ge t permission. 

~t is 1n the freeze . 

But you can send a 100ney order to Germany. 

::lure. Germany and I tilly aren ' t part of the 
freeze. 

Here is a let ter to Knudsen on that l ease. 
We fixed up that clause and it is satisfactory 
all the way around . 

till& t is this? 

It was brougllt up the t1me he was here with 
Knudsen that the l ease wasn ' t satisfactory 
to the Advisory Cocniasion and it is, now, 
with that change. 

~rs. Klotz gets this now and then a copy eoes 
to Phil Young so that he can advise Purvis. 
Will you (Young} service Pu.rvis on this? 
If you want to find out what it ia about , ask 
Foley. As long as it affects Purvis, you 
get the story and write h~ a letter and tell 
him what has happened. 

He re is a memorandum for the diary. Here ia 
your reply to Professor Drown. 

Oh yes , I wondered where that was. 

26~ 
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' .hito : 

h . r: . Jr: 

·• . • Jr: 

·.1,1 t e : 

.. • ... . Jr: 
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Di d ]OU happen to read the article on gold 
in the Saturday ;;vening Post ? 

llo , I didn ' t . 

It isn ' t v:orth read1n£: unloss you caro t o 
:.oe 11'hot - it is 25 p e1•cent sen~c and 75 per­
cent nonsense . It addo to t ho prest i ge of 
gold. 

~en~ it up to the bouso, will you please? 

/,11 right . 

.i0\7 , i f I coc.ld see .:ell and then in a couple 
of oinutes, i !" ? oley and ;,1r1te nUl joL'l the 
o t.'1er Lronp . 

2&3 

, 
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ZURICH ( S1l1 TZERLAllll) 

Pl•~•• telecra»h ~ utaunc reatr1ct1ooa on 

tru.cUona ill ! on1p ~ m4 tru a!ar of t'wl4a 

~bro~. 

ll1lLL 
(BG) 
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RE EXOISB-PROmll fAX .Jul7 d, 19ilo 

10115 •••• 

Preeent: 

H. )(.Jr: 

Bell: 

H. K.Jr: 

Paul: 

H.H.Jr: 

llag1ll: 

H. M.Jr: 

Ill'. h11 
Ill', llalli 1'UI 
Ill'. Jlac111 
Ill', Plllll 
111'.81-gb 
Ill'. farlan 
ltr. 'lihUe 
Xr. Hnderaon 
Xr. llol\e7110lda 
ltr. Bisge:re 
ltr. Fole7 

DaD, I want :rau aDd 'lihUe to ll::nov about th11. 
I aa not going to take 7ou to the White Rouee. 
It doeen't aake an7 d1tterenoe, doee itt 

lfot a bU. 

I think ve lligbt a1 vall haTe Tar1eau end 
B1ougb. 

Yea. 

.Juet on the reoord, I aua .. ted t hat Harriaon 
and DoQ8bton aDd Oooper be a t thie ... ung 
th1a 110rn1ng. I vaa turned down. !hat 11 
Juet - I tbougbt it ~ld be a nioe geetura, 

70u ll::nov. 

I euppoee he vaDta t o take a oraolt at 1t hia111t . 

Ino1dent&ll7, we are 1nTited at 12115 to the 
'llbite Houae and I 1nYited 81ggara, Leon Ren4ereon 

an4 llo!W7D01de to ooae 1n here at lll 00 o 1 oloolt 

on tbe other tb1ng. 

1 Xellorandua to the Prea1dent: 

1 1111all - adopt -

•(a) The var-prot1te, orsr••~"St.ifl p£0f1te, 
pr1noi p1e , adopted 1n En an4 in part 1n 
Canada, and llbioh taltll prof1tl aboTI tbe pre-

111erseno7 1eYe1, or 

1 (b) !he uoeu-protU• pr1no1pla, adopted 1n 
~ 19111 Aot, 'llhioh tU18 prot1U aboTe a 
atated peroentase or 1nnated oapUa.l, ~ 1n 

Olll' 19111 Aot, or 
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:lullivan: 

Paul: 

:f . ~· . Jr : 

3ell : 

t:ngi ll: 

- 2 -

"( c ) A combination of bo t h princi pl es? 

"Comment : 

.., 
o..., 

"(1) The trouble with t he s traight war- profits 
princi ple is tha t it wil l not r ea ch corpor ations 
wi th a h i gh l evel of prof i t s ; thus i t wi ll even­
tually exe~pt many of our largest business unite 
which had immense pre-e~ergoncy profits, while 
heavil y burdening thei r more tmfortunate compe t i ­
tors which have not done ao well in that period. " 

Let ' s take that sentence . 

1·1e11, a s imila r concern that had not been !:tAking 
l a rge pr ofits s i nce 1935 --

I know what you moan, but - -

" ( 1) The troubl e with at raight wo.r-~rofits principle 
is tha t it will n ot reach corpor a € one wi th a 
h i gh level of profita ; thus i t will virtually ex­
empt many of our larges t buaineaa uni t s Which had 
immens e pre-e~ergency profita, while heavily bur­
dening t heir More unfortuno.te competitors wh i ch 
have not done so wel l i n t hat period. " 

If you·don 't mind, I think that sentence is a 
l i ttl e unwieldy and a l i ttle l ong . It i s a n 
awfUll y l on& sentence. 

rre can break it down easily. 

Breal: i t . I think it is a l i ttle bi t unwieldy. 

Put in a (1 ) and (2) . 

If you put in a period aft er 
there and then sa~ , "It will 
hoavily burden - -

t hat f i r s t "profi t " 
at the same time 

Somet hing l ike that . 0 . K. , can I GO ahead? 

Uagill: Yea. 
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Paul I 

H11t.Jr1 

Tarleaut 

H. ll, Jr1 

Tarleaut 

B, l.l ,Jrt 

Pault 

- 3 -

0 (2) The trouble with the atraight exe .. •­
prot1ta principle il --• 

• ••• • while heavil7 burdening their more 
unrortunate oompet1tore which have not done 
10 well 1n that period. • 

Couldn ' t 70u aa7 smaller competitoret 

I cSon 1 t think that 1e true. 

0 . It. Ia Shoup here tro111 Col\81b1a toda:rf 

Shoupt 

Yea. 

I don't knoW, Kr. Seoretarr. 

Tell lloKa7 1.t h e 1e here I would 11Jce h1lll to 
eit in. 

"(2) The trouble with the etraight exceee­
prot1ta principle is that where the invested 
oapltii 1a large, it will permit the escape 
ot huge -rgenc,. prot1te. There are a good 
an,. oompaniee which have not •de IIIUch ot· a 
return on the inveetaent tor 7eare , but whcae 
prot1te rl.ll be great17 1ncr eaaed becauae ot 
the det.,ee prograa. 

270 

"(3) A oo.bination ot the two principles •e ... 
.. eentlal to a tair, workable tax - one which 
will on a broad base tap a ..x1Jaw:s ot -rgenc,. 
prot1te and excen-prot1tl, with a lllinima ot I 
diaturbance to bua1neaa incentive and -rgenc,. 
prepa.ration. • 

!low, I jua t wonder when we go back to ( 1) 1n 
the oase ot a coapan7 with a large bua1neae, 
70u don't think 70U want to give exampleeT 

We had them in, Kr. Seoretar,.. our example 
UDder nUIIber one wae General llotore, which 
would be v1rt-l.l7 ex-.pted b7 a war-prot1tl 
tax, and under two , we had the Aaerioan 
Oar &: Poundrf • 
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H. Y.Jr l 

Sullivan: 

U. !!. Jr: 

Magill : 

Bell: 

!.:&gill: 

Paul: 

Bell I 

H .~.Jr1 

Paul: 

• 

-.-
I will tell you what you do , please. It 
you take this line, I would put here examples 
of some sort. Example A, and have it attached, 
you see, and then Example B, eo the President 
can turn over and look at it if h e wants to, 
ae an appendix, and instead or having it like 
t his , have it in a little black book for b1m 
and then if you have time, put tabs in so he 
can just look at the example and he can look 
at it and continue reacUng the thing. 

Yea, Randol ph had some misgivings a bout naming 
a particular comp~ and that 1e why they were 
removed, t he examples. 

I think it is much more --

It is much more - our only question was , of 
course any example we give is just one picked 
out of very many companies and if you give it 
to the President, he may think that it is a 
horri ble example or something and u se it in 
his conversation, and so forth, Which I think 
would be undesirable, einoe· we are not giving 
him th is as a horrible example but jua t one 
out of a number. 

Do you g ive f i gures in thia exampleT 

Of course, we can give f igures. 

That would be a pretty diff i cult thin& to do 
thU mol'Jl1n&. 

I was wondering it you couldn 1 t call it "X" 
company instead of General llotors. 

He 1a going to ask which company. He 1a the 
President. Gi ve him the name of the company 
and put it in. Arter all , we are doing i t 
tor him. I would like to know. 

I think we should check with Shoup, but ucy­
i mpress1on 1s quite clear that General !lotors 
or the Penney Oompany are good examples. 

27:. 
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( 

Vlhite r 

Paul t 

Llag1lll 

H. U. Jr: 

Paul: 

H. M.Jr: 

Sullivant 

H, M,Jr: 

Wh1te1 

"Magill I 

Blough: 

2L 
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It would be desirable if you could get seve ral 
illustrati ons Which would a void that 1nvidi oua 
compari son, 

The Ameri can Car & Foundey Company would be an 
excellent example, to~ . 

Yea. 

I wi ll leave it to you people, but I do think 
-c.hil' 1e something new and be 1a not going to 
g i ve you b 1a undivided attention. It you 
could have a r- - those examples - he doesn ' t 
want to look at them - if he doesn't ... ant to 
look at t hem, that ia his busineaa , but it 
would be V!>I7 help!'ul to me. The Penney CotlPany, 
because they rent all their stores, Dan, make 
about 30 to 35 percent a year on their invested 
capi tal. . 

\'le have had this, Mr. Seorete.ey, o.a the f i rst 
one, For exampl e , t he General Mot ors wi ll pay 
little or no tax, though urge that a high rate 
on invested capital be made . nta t ia under 
number one . 

Under number two we had , for oxamplet American 
Car & Foundey Company will pay little or no 
tax, thouah the prorita by tho emergency will 
substantially increase . 

I would leave it in. 

Juet l .1ke that! 

.Tuat like that, yea . 

I am kind of troubl ed about that number t wo , 
Mr. Secretaey. 

Is Shoup here , Royt 

Yea , I d i dn r t know you wan ted him. Ho will 
be right up. 
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H. M. Jr: 

Paul: 

Paul : 

Vlhite: 

Paul: 

' lhite: 

Paul: 

!.!agilll 

- 6 -

Vlhat is the trouble, Har17t 

The second sentence, "The trouble with the 
straight exoess- profite princi ple is that 
where the invested capital ia large , it 
will permit the escape of huge emergency 
profits. " 

21.:! 

The President might take that sentence alene 
and say that after all profits have no sig­
ni1'iC8Jlce independent of the capital invested 
and Why shouldn't a large corporation make 
large profits in an a bsolute amount? In other 
words , I don't think the thoUGht 1a quite clear 
there. 

Then we could say - would this meet your 
point - where the invested capital i s large 
and the present war earn.ings low. 

We say that i n the next sentence, 

Yes. 

Vlell , i t isn • t merely because you have --

It i s intended for the case where, say, zero 
percentage or one or two percent has been 
the rate of return tor a nuz:tber of years and 
that company is going to benefi t very materiall'Y 
b7 this period now. \'lhy shouldn • t t he7 be 
included as well as t he company that 

Well , isn't that the thought then, rather than 
the tact that the'Y are larget It is the fact 
that they have been operating at low return 
on thei r capital for many ,.ears. 

That is true, but --

You could meet your point, Harry, if I get -
change thi s first sentence in this way, "•• •• 
will permit the escape - - " I think you could 
omit the huge - or emphasize a little more 
profits directly due to the emergency, to 
the defense prog ram. 

Regraded Unclassified



Paula 

Whitea 

llagilla 

l'lbitOI 

Paula 

White a 

J£ag1lla 

Sullivan a 

H. li.Jra 

Paula 

Blouglu 

'llhitoa 

H.M. Jra 

• 
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I th1llk we ought to leave hie point --

That is independent or tho else or tho 
porati on, though. 

We are not conoernod with tho hugoneaa, 
but tho escape or protite which are due 
eaergonc)' period. 

oor-

reall)' , 
to the 

Neither are )'OU concerned with tho tact that 
tho invested prot1t 1a large, unleu you are 
making a distinction between ... 11 and large 
bua1nesaea, which should be pointed out there. 

We mean large in rela t1onsh1p to the present 
eaergen07 profit. 

274 

That is the profits and not the investment. It 
isn't the raot - in other worde, the t1rat 
sentence bore 1a, -rho trouble with the straight 
excese-proti ta principle ia that where the in­
vested capital ia large - -" It ia also true 
where tho invested capital ia small. 

The sense ia perreotl7 true, Harry, and t he 
President 1a not going to raiee the point: )'OU 

make unleaa I am greatl)' miataken. 

Aa a matter or tact , we overruled both one and 
two befor e we got through, because we ended 
up in a combination or the two. 

I wouldn't want to bold thia oonYare&tion up, 
but I th.1nk 1t ia a point. 

Let's go through it. 

I th1llk we can eaail7 meet JOur point. 

I think it 1a the language . 

It ia the language. 

'l'heaa other• are coming in at llal 5. I hope 
)'OU r ellowa can gat tb1a thing rewritten an4 
be back at llal5 to meet with th1• --
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PauJ.s 

l:l , N. Jx•& 

Paul& 

H.I.I. Jr& 

Magill I 

H. Y. Jrs 

!.lagilll 

H. U. Jrz 

!.!&gill& 

H. M. Jr& 

ll!agillz 

Paul& 

H. U, Jrt 

H. l.!. Jra 

Foley& 

H, H,Jrt 

- 8 -

Do you want me h ere at J.ltl5Y 

Definitely. 'flh7! 

I didn 1 t know Whether you did or not , 

We~l, hell, you wrote th1a over there, ao you 
aight aa well receive it over here. 

You don 1 t want me , do JOU! 

Yea . 

You do! 

Yea . 

I didn't write it. 

We have got Alvord eoming 1n at lltl5 to help. 

Oh, boJI 

That will be ewell. 

I called up Mao and said I h eard he had every 
washington attome;y except Alvord, eo I re­
tained h1lll to adrtae ""' · l!ac 111n1 t quite 
wre Whether I am ldddJ..na b.1a or not . 

Vall, B&rrJ, JOU can have a chance. 

'lbat 18 all right. 

Let - set on With th1a thing. I t hink I 
would leave it the _,. it h, aee. This 
language, citing the compani ea , sounds good. 
Don't JOU like that , Ed! 

Yea. 

You like itt I do. 

•(s) A combination ot the two principle• 
••- essential to a ta1r workable tax, -
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Sullivan: 

Polar: 

H. !J. Jr: 

Dlouan: · 

White: 
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one Wl:do.h will on a broad t.ea tap a 
maxtaum or ... rgenor pror1ta and axoaea 
pror1ta with a 1111n1.mum or dht\ll'banoe to 
bu.a1naae 1noont1ve and emerganor prepara­
tion. • 

Are emerf:~or pror1ta and axoeaa prorite 
two diet t .m-.lat 

Yaa. Eaergenq prori t a are t.aad upon 
the increase over the prav1oua aYeraga 
rata and the exceaa pror1ta 1e t.aed upon 
a percentage or profit to 1nnatad capital. 

He der1nea that one and two on the rirat 
page. 

I -~~ Jua t thinking --

• • • •• with a 1111n1.mum or diaturb&noe to bue1-
neea i ncentive and emergenor preparation.• 

I euppoae that covers it 1n simple language. 

"Proposals: 

"It ia thererore propoaed (percentage r181ll'•• 
merelr illustrative) -

".~~::U.-pt on the bade or pre- emergenor profits 
with a noor or exa:pt1on at, ••r rolll' percent 
or 1nYeeted capital and a ceiling or, aar 
twelve percent, eo that pre-emergencr pror1ta 
determine the exiiii!Pt pror1ta, but only between 
these two ~te baaed upon 1nveated capital.• 

Wall 'tll;f God, :rou have condenaed that ao I 
can 't underatand 1t. 

I tb1nk the word •exempted• could be replaced 
b)' •allow the exemption ot prot1ta, • or 
a01111 thing llke that. 

I think 1t 1a der1n1telr too all1pt1cal. It 
needa --
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H. M.Jrr . 

Paulr 

H . J~ . Jrr 

SUlUvanr 

l!agillr 

1\'hito: 

wag1ll r 

l'lh1to r 

Paul: 

B. li . Jr : 

Pwlr 

Magillr 

Tarloaur 

Mag1llr 
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You boiled that thing down t oo much. 

Wo wore very anxious to got it short , 

All rig)lt , 

How ia that tbia wayT 

You could do it thle W&J. You could aay 
a tart t he t ax upon prot1 ta in oxcoaa or, 
aay four percent or 1nvoated capi tal , 

Doe s that moan you a re going to have a 
range or variation betwee.n four and t welve, 
or &re you going to select acme figure be­
tween th-T 

According to the aize of the --

That ian 1 t indicated here. It 1s a rather 
1mportant point. It looks u thoug)l tho 
small company may pay tho small capital -
pay aa much aa tho large, 

Supposing we go ahead and I will talco a 
piece of paper while you are reading and 
try to --

Hero 1a some paper. It ia too oondonaod. 

w • ••• mako ad justments or pre-emergency in­
vested capital. • 

I don't think that sentence 1a correct. It 
inot•eaaoa eig)lt percent. 

We could leave out pa.ragrapb two, aa a 
matter or raot . It ia a r efinement . 

I don ' t think he n eeda to go into that. 

I think that 1a true. 

~t ian • t really important for h1a purpoae, 
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H. M. Jr: 

Paul: 

H.M.Jr: 

Tarleau: 

Mag1.ll: 

Paul: 

SulliY&nl 

H.M.Jr: 

SulliYan: 

H.M.Jr: 

Sull1Y&nl 

H.M. Jr: 

8ull1Y&nl 

- .ll -

Let me aee hov ~t reads. 

1 Th1a aoheae g1Yea greater tlexibilitJ than 
the rigid 191a Aot eo.'tleae ot ~ r eoentlJ 
euggeated by Senator L&J'ollette, and 1e cloaelJ 
allied in principle to the 7-9~ aoheae ot the 
1917 Act. I t w1ll obviate auoh oriticiBID 
baoauae 1nYeated capital 1e not the do1D1nant 
taotor , but ae relJ the limitation t actor upon 
the uae ot pre- .. ergenor protite as a standard. 
BJ peraitting a raaaonable capitalization ot 
pre- emergencr earninga, it 111111 to a certain 
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extent a1d pre-eaergencr high prot1t oorporationa, 
but bJ the eaae token it w1ll a aYe troa undue 
hardahip concern• which use 1n't'eated capital, 
but which alao depend larplJ upon ind1Y1dual 
enterprise and sltill ot ~nt. It v1ll 
alec cauae l ees eoonoaic dislocation becauae 
1t more graduallJ tranatol'llla our tax eratem. 1 

Hov, 1n this thing i .nstead ot ue1ng a, 1t I 
have got to put IDJ name to it, I vant to uae 
6. 

That vae changed trom 12. 

llbat vould t hat 111111te thAt' 

VhT did that han to change, Randolph' 

I don 1 t think JOU can get much below ~. 

No. 
The a~ hae no bearing a t all except on nev 
capital oonng into the bue1neea. 

Vall, on new oapi tal coming 1n he could aalte 
~. 

'l'h . ..t 1a right. 

~ on borroved monert 

~~. 

But the St Bov do JOU aean nev oapitalt 

lev 110ner 1n't'ested in the buelne ... 
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MAgill: 

llh1te: 

Mng111: 

:! . M.Jr: 

Bell : 

lift gill: 

H. 'f.Jr: 

Magill: 

H.~!.Jr: 

Hag1ll: 

• 
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I t means t his: Suppos e your oo~any had ten 
million dollars in this pre -war period. Now, 
let ' s say they issued some mo r e stock and 
they take i n 2 million dollars more, add 2 
million dol l ars ~re to their invested capital. 
Now, you have got to onke some allowance tor the 
tact they are now using more capital than they 
used 1n the base period, tor the emergency. 
The ~estion is, what rate are you going to 
use? Just tor purposes ot calculation, ve were 
udng g. 

The justification tor a higher rate, Mr. Secretary, 
that might merit r econsideration is the tact t hat 
additional capitRl inves ted a t tbie time bears 
more risk than ordinary cepitftl by virtue ot the 
teet th11t this ie an emergency eituRtion,thftt you 
went to induce as much expansion a e possible, so 
t hat you /!,re inclined to be a little oore liberal, 
with additions to cenital thet ~tre made nov, whereas 
t hAt s ame nos1t1on --

It you ><anted to make the ooint you had i n mind 
by - I thi nk what you nrobnbly really v8Jlt to 
change is the 12 to 10 . 

There is no 12 t o 10. 

The 2 . 

The two r a tes - let me go back a little. The 
t"9 rates which are really i n1p0rt..nt Are t~e 
two vhioh are stated in here, the ~ and 1210 
rates. The ~ is not nearly eo i mportant. It 
ie not so significant. 

The 4 - i t a fellow made 2% over the last ~ 
years, we don ' t gu11rsntee t he- the tax doesn't 
go into etteot until he makee ~ ? 

That 1e right. 

WhAt about the 12? 

On the other band, it be makes 5 or 6% you can 
tax whatever he makes in excess or thnt amount. 
Now, on the other hand , eupoose you have a ~=~ 
prosperous company, like Penney, whi ch has 
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.U:1ng, aa7 ~. You would 1a7 ae to those 
oompaniea, 70u were going to allow them to 
.U:e twelve betore J'OU tax thea on an7 uce .. 
eo that aa I ••7 -- ' 

Then I think that 1e the place to cut thea. 

It 70u want to cut, that would be --

That would be nell. 

You would cut )Our twelve to t en. 

cut that to ten. 

The same crit icism could not be l eveled against 
that reduction. 

Make it t ou.r to ten. 

You could do that, but I think aa t ar aa ;rour 
eight, the reaeona that Hal'Z')' g1vea that eight 
ia probabl7 right, the President ma7 want to 
cut it. 

Well, on public utilit ies, tha7 are limited to 
a1x, aren •t the71 b7 t he Power Colllll1uionf 

we:ll, 1n a general -7, 7••· 

Would it be poeaible or teaaible to .aka a d1e­
t1not1on 1n th1• eight percent rate on new 
1nveeted capital, to .U:e it high on those 
1n4ueb'1ee 11h1ch oould be cb.aracteriaed aa 
being neceaaarJ tor datenee and pu tting a 
-uer rate on the othereT 

I am glad to aee, Hal'Z')', that 70u are cover­
ing the • ..,. ground tlult we oovered on Pri-
da7• 

I - ao1"17. 

'J'he point 1e th1a, that the7 bave been all 
over it and - we •7' not be right , but when 

2GO 
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we got all through and dono, wo came to the 
unanimous decision, and I used - in the case 
ot my own farm, I go t a dollar a bushel tor 
Ma clntoshes last year , but in the case or 
indivi duals who make f i fteen or twenty dollars 
& y ear, t h ey might pa y f ive dollars a bushel · 
for mine a nd I ouGht to be taxed just a s 111Uch 
for that four dolla r s 1n excess duo to the 
h i gh earnings as tho follow "Who is making 
munitions. 

I quite agree wi th that , but I am raising a 
d1tterent point . 

What we are 0o1ng to got on the other t hing 
is, I am going to oako concessions on the 
money that t he Government puts in new plants 
when it 1s certified by the Sec rotary of liar 
and the Secretary of lfavy that t h is 1e only 
plant e.ddition due to manufacturing f or the 
Army and }levy, when i t 1s certi f ied by the 
Secr etary of War and the Secretary of Navy. 
Then we are going to g ive them a epecie.l 
allowance on depreciation. 

That meets the point , then. 

Do you eeeT And also a fter ~ead1ng Foley' • 
memorandwn, I am going to r ecommend doing 
awe.y with t he Vins on• Tr&mQsll Act entirely, 
but the thought , Harry, is t ho basic - and 
thla is terribly important. I will take 
all the time n ecessary. If you think that 
anybody that is s oing to make e.lxlo rmal profits 
from now on i s going t o be taxed --

I quite agree wi th that position. 

Anybody who makes abnormal --

Whether directly or indir ectly. 

I am going on the assumption that t his is a 
ten to f i fteen year program. 
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Sullivan: You are now aleo go!ng on the ae~t1on 
that anything over ten percent ot Snva.ted 
capital is an abnor..l profit, al though it 
hadn ' t been previ ously made , 

l!.t.:.Jrl \Vell, what he malcee Sn the tuture, 'l'he fact 
that he makee - Penney averaged ss percent a 
year the last four 7eara. He wae ver7 lueq, 
That was good management. But Sn the tuturo 
it he makes over ten percent, we figure that' 
be should contribute toward the coat ot 
Govel'IJID8nt. I would rather put it at ten , 
Ka:rbe I aa being a little politic now. I 
wiil aut you fellow• down two percent. 

Mlitea Then to meet the charge and the clailll that 
this Adm1n1atrat1on ie go!ng to promote 
defense through encouraging all kinde ot 
expansi on tor defense, you can meet their 
charge by this other measure where JoU say 
you are going to be excepti onally generous 
with depreciati on charges. You think that 
will meet tbatT 

H.~! . Jr: 'lhat 1s what we th1Jllc and I think these three 
gentlemen all croeeed that bridge. 

Paula Well , I want to s ee a clearer ph1losophJ about 
nr profits tiret. I eee no bade Sn .s:r pre­
sent th1nlr1ng tor cl1tterent1ating between war 
pro11.ta ari sing out ot eontracte with the 
Government ancl any other protih that ere 
attributable to the -rgeooy. If anytbing, 
the d i reot contracts have a better et.,ncl.ing. 

llhite a Ian • t there another pomt that runs counter 
to tbatT That 1a quite ' true, ae a general 
prmciple. Tbat i e what the SecretarJ ex­
preeeed. I tine! mJ8elt oompletely m agree­
ment with that . No dietinct1on between in­
d i rect ancl direct profite a rie 1ng trom t he 
e- rgeocy. There i e a di fferent :pom t , 
na.el7, i s thie Aclminietrat1on going to clo 
Wbat i t can to enoourage the expanaion ot 
de tenee 1ncluatr1eeT Now, JOU eee that rune 
oounte r to the n. r et prmciple ancl it •Y 
be 1n the 118ht ot that second prmeiple 

• 
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that expecli.ence calla tor aett1ng a higher 
noor or eo- return Whiob - aome pa,....,t 
ot tax 11h1ch h lower, 1n order to prortde 
greater incentive tor eXpanaion 1n those 
industries which contribute toward defense 
either directly to the AI'IIIJ and Navy or ' 
possibly 1ncli.reotly. 

ot oourae, that m.ight be done by allowing 
a larger percentage - -

That is what the Secretary suggested. !be 
fol"11alla here, in eo tar aa the peroctage 
or profit ie concerned, would be the -
but you woul.d give the incentive to go ahead 
and put capital into plant expana1on tor 
national detenee. 

Ha1'17 is worrying - I ea1d e1x percent new 
money. He said eight 1n order to make it 
interesting. I said I thought we had made 
it eutf1oiently 1ntereeting 1t the Secretary 
ot War or Navy will certify that plant add.i ­
tion is neoeeaary solely to supply the AI'IIIJ 
and NaYJ and in that caee we will make a 
e~eoial depreciation allowance . Isn't thet 
the i dea! 

Yea, that 1e the general i dea I have had in 
aind. 

Yea. Row, these gentlemen are coaing o•er at 
llal5 and we are going to Ueten to th11111 and 
not say anything until we eee the President, 
but we want theee people to reel that this 1a 
ot secondary importance, but we want to get 
the tb.ing first . Do you get th~ i dea, Dan! 

Yea . 

How does it sound to you! 

o. Jt. I don •t know ~mob about the exoeea pro­
rita talt. 

I didn't either until Saturday morning. 

2b3 
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• •• • • .-Ice adjuet.enta or pre- -rgenc,. in­
vested capital --• 

Inoidentall)' , Bar17, eo 70U get the pi cture 
the thought ie thiat Whore the Oove~t • 
advanoee all the mone7 tor th1a plant ex­
pansion, the ~··tion or depreciation isn't 
going to come in at all. 

llor intereet • . 

flbat do 70u - · intereatt 

lihatever mone,. the7 PA7 on the loan 1a not 
allowed aa a deduction and we have - we three 
all ~· that in those aa .. e that particular 
borrowed capital abould not be oonaidered in 
the base at an7 percent. 

Do )'OU get that, Ed! 

Yea. 

Beoauae it 1a not borrowed at &n)' real rhk. 

'lhe oovemment take• the r1ak all along. The 
Oove~t takes the r1ek all el008 the l .1ne 
eo when the tallow 1e through be p&JB baclt 
the -.:.ne,. , but he owns the plant and the plant 
atande in hie books at aero, but be baa got 
the plant. 

Be baa got the plant. U the oovemMDt wanta 
to-

But I mean, he can't deduot a 1111ll1on doller 
plant and 1! we aocept the tour 7ear, wh1oh 
I have in principle, be takea ott $250,000 
a 7ear. We are not going to allow h1a to do 
that on the ooveroMnt mone7. 'fl'e are not 

. aoin& to allow hia an"T deduction. 

Kltoept tor tnco• tax purpoaea • 

.,, 'TQU d1dn l t e&7 that. 
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Bo, 70u -an wheN the RPO lenda b1lll the .m.,., 
Yea. 

No, we don't allow him to take it on either, 
there. 

'l'bat 1e all rigllt. 'l'beN 1a no problem where 
the Oovem.ent loana the 1D0ne7, in ao tar aa 
incentive 1a eoneemed, 'l'bere ia no r1ak, 

I wouldn't quJ.te aa7 that, It 1an't a riak 
ot that inveated capital., There are all kinde 
ot riaka ot e.xpenaion ot acti'f'itiea and di­
lution, and eo on, but that ia ot aecondar:J 
1111portance. 

But at the tiae tho -rgeno7 enda hie obliga­
tion to repa7 the loan alao onda, Harr:J. 

That 1a right. 

Have 70u got the thing theret 

Want to talco a look at itt 

You read ,it. 

Each or WI have ono. 

Let ao go through and coiDO baclc again, •7 It 

Yoa. 

0 ,,.,.ake adjuetaonta or pre-omergonCJ invested 
capital -

•(a) For increaaea - a:( (the an rage rate tor 
oonoerna with net protita) , 

"(b) For deoNaaea - the uauall:J lower rate or 
pre-emergeno7 earning• to 1nveated capital. 

"Thia aeb ... givea greater t1exibil1t7 than 
the r1.g1d 1918 Aot aeb- ot 8~ reoentl7 
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suggested by Senator LaFollette and is 
closely, allied in principle to the 7-9% 
scheme of the 1917 Act . It will obviate 
much critici sm because invested capital ia 
not the dominant factor, but merely the 
limitation factor upon the use of pre- emer­
gency profits aa a standard, a,. permitting 
a reasonable capitalization of pre-emergency 
eam1nga, 1t may to a certain extent aid pre­
emergency high profit corporations, but by 
the same token i t will save fran undue hard­
ship concerns which uae invested capital, 
but which also depend largely upon individual 
enterprise and skill or management. It will 
also cause less economic dis location because 
it more gradually transforms our tax system. • 

I am going t o read through this. 

"Avoid the taxation of individuals because 
they are subject to hi gh aurtAfee and cannot 
accumulate surplus not subject to individual 
t axat ion. I f individuals must be taxes, -tax 
them on the war- profits , and not the excess­
profits , basis, because their invested capital 
cannot be satisfactorily determined," 

Well now, John, for heaven 1 a sake , have these 
new t ables on taxes when you go over to see 
the President, so if he argues you can say, 
"Look what we have just dena on the people 
between ten thousand and a hundred thousand. " 

I lllight point out there, the point that made 
an impressi on on you Saturday, that these 
individuals hava no wa y of keeping t he profi ts 
from being inc11vidually taxed . They can' t 
keep them in a corporation, withhold them 
from distri bution. 

Their profits don ' t roally have a great deal 
to do with the emergency. Here is Mr. Tarleau, 
a young lawyer jus t arrived at the age of 40. 
Last year he made ten thousand dollars. This 
year he 1e coming along an.d things are going 
good and he 1s a good an and he makes twenty 
thousand dollars. My God, your earnings have 
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Snoreaaed a hlm4red ~r0<1nt; theret'ore so'* 
the da:rllgbte out ot' h1a UDder a war-p~t1ta 
tax, and yet that 1t just h..-n experience 
with an:r kind ot' .uooesat'ul 1ndividual1 1n 
war tt.e or &n7 other tt.e. 

117 tbought on this thing, on the 1nd1viduall , 
avoid the taxation or individuals because 
the:r are subject to h1gber eurtuea, aJI4 
acou.ulate s urpluaea not subject to tuat 1on . 
I would leave the next s entence ott, lt in­

dividuals 111111 t be taxed. 

'lauldn't it be, lfr. Secretary, a good idee 
it' :rou w.nt to - it' :rou t'ael this wa:r prett:r 
strongly, to avoid the taxation ot' 1n4irlduala 
because they are subject to - I would put 1n 
something like thh - to 11111ch hlgber eurtexee 
than are currentl:r applied to oorporatlona. 

That is right , and l eave that sentence ou t. 

And l eave t he second sentence ott. 

And cannot ac~ata . --

Are we 1n agreement on that, John! 

Yoa, ai..r. 

"Cbanse previous conce~ts or invested capital 
bJ' all.ow1n(l about ~ cr capital borrowed at 
real r iak, because equ1t:r capi tal ia entitled 
to a greater return "lbere it 1a subject to 
a prior llen or borrowed capital. • 

Borrowed at real rbkt 

'l'bat real rlak ia t o d1t't'arent1ate rroa the 

RPO loan. 

There ie no rhk en that. You don ' t allow 
au;r capital on a cc01111t or the BPC loana 
beoauee th&re ia no rbk there. 

But Sn th1a cue - I don ' t get th1a. 
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You are talldng about liFO loana juat ror - -

Let ' s put 1n attar , • • •• • borrowed at real riak --• 

• • •• nat i onal detense. 

•• •• parantheaea, llFO loan a. 

RFC l oana or juat national detenae. 

'l'bat 1s right . 

I atill don't get it. 

1lh;J don ' t :JOU a&:J, ~ ot capital borrowed (except 
liFO loans tor detenae) , !' or eo-thing like tb&t, 

I atUl don't get it i n the reading. I am won­
dering whether the Preaid ent would, You fellows 
have t a lked it over ao 11111oh :JOU are famil iar 
with it. 

You couldn't get it o.nd 1f JOU don't mind , I 
don • t think 1t 1a important. I think the n\llllber 
or ideas we bring to him ought to be reall:J 
l11111ted. 

Juat strike out, • ••• • a t real rbk. • 

I wouldn ' t put 1n two at all . 
to have much tiDe over there. 
t o get over the i dea ot one. 

I think ao, too . 

I would l eave out two. 

All r i ght. 

We are not going 
I think we ought 

I 110uldn ' t bring up the question of consolidated 
return• at t hia t t.e. It ia pre.umpti oua. 

JUat t wo , or three and twc, botht 

I would take out two and three. It we get over 
what I want ed - the President - it we get over 
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t his idea of a combination of these t wo 
things, does he like t hi a i doa, and he says 
i t i s all right or okay, that he accepta 
this in princi pl e - -

We can get that , that 1a all. 

And the individual, 

And the i ndividual , but get that over to him, 

Let 1 a see if :;ou want - this ia the substi­
tute for the paragraph tha. t you didn • t like 
on page two under the proposal , !bman r. r 
wrote it and revamped it th is way and Ran­
dolph has got a different one, 

"The tax shall apply to all profits 1n excess 
of the rate of return on invested capi tal 
which the corporation actually real i zed in 
the pre- emergency period. But the corpora­
t i on shall be allOTted an earning rate before 
taxed of not l ess .than , say four pe rcent of 
the invested capital and not to exceed , say 
ten percent of invested capital . " 

But you don •t have i ndicated there , and it 
seems necessary, what de termines ~ether i t 
shall be four or ten. 

Well , see how you like this one. 

Actually earned, the rate they actually 
eamed. 

Let ' s have a l i ttle competi tion. 

"Start the tax a t the level Where the emer­
gency profi ts exceed pre- emergency profi t s, 
but assume that t he pre-emergency profi ts 
amount t o a t l east tour percent of inves ted 
ca pi t al. Give the taxpayer an exemption on 
the bas i s of pre-emergency profi t s between 
the floor of tour percent a nd the cei ling 
of t en percent invested capital , according 
to the particular experience or the taxpayer. 
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In no ease may a taxpayer have exempt 
profits or more than ten percent or in­
vested capi t al , even though it makes as 
11111eh as twen ty percent. • 

That is much clearer. 

I lose? 

I don't want to say. 

Too bad. 

You will have a little tioe between now -
Sullivan and aome of you boys could go out. 

Kr. Secretary, do you nnt to make any die­
tinction between small corporations and large 
corporations! Did you discuss tha tt 

Not at t his t~e. 

\/e should . 

I think you should definitely, because a 
small corporat ion places much more emphasis 
upon managerial ability. 

Have the same exemptions you did before, 
starting at C25, 000. 

I think there should be sane graduated - I 
think it would be very popular and very just -
exemption. 

We start at ,;>25, 000, don't we, Roy? 

I don't think the income tax exemptions will 
work there. Thera will have to be some other. 
type or exempti on. I think all that needs 
to be said at this time is that consideration 
should be given to allo•1n& higher rates or 
return tor amall corporations than ror large 
ones. 

That is r ight . 

2Sv 
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It you put 1n that sentence, it is all ri~t. 

Then work out some arrangements . 

Do you intend t o show - -

Do you want to make aJl1 colliDontt 

No. 

Did you intend to ahow t hia to that group 
coming 1n at llal5t 

No. It you d~ , with all due respect to them, 
U you do, you will aee it in the paper to­
morrow. 

Here is their draf t or the amortization pro­
viaiona. I thought you might want to go over 
that before they get here. 

V<by do ean' t somebody a tart this thing going? 

!light. 

M&g1ll , wh)' don 1 t rou a t art thie - take who­
ever you want and then come back with 1t, 

All r i ght , it you will give me a stenographer. 

Take mine. 

Want to take anybo¢7 with )'OUt 

Ta rleau. 

Be back at 11: 15, please. 

Yea , e1r . 

(Mr. r•gill and Mr . Tarleau lett the conference) 

I don ' t want to discuss th1s with that group. 

•Amortization ot Cost of Defense Facilit1ee, etc1 

29: 
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"(l) When ueed in this section, unless tho 
context otherwise requi res -

"(A) 'Bmergenoy facilities ' means build.ings 
-ehinery, equipment , or any other capital ' 
i mprovements . 

"(B) ' Constructed' means conatructed, erected 
converted, installed, or acqu.ired. ' 

"(C) 'Advisory Commiae1on 1 means the Advisory 
Comcission to the Council of National Uefense , • 

What the hell is thi s? Is t his a bill they 
a re going to send up? 

Yea. 

'l'tda ia an actual proposed rev1a1on . Tille ia 
an addition to Section 23 of the Code. 

They are going to reco..,end t o t he Concress 

No, they are going to recommend it to you. 

That is all right . 

"(2) In the case of emergency f acilities con­
structed on or a fter September 8 , 1939, necea­
aarJ or c1ee1rable in the interest of national 
c1ofenao, and. during the continuance of the 
-rsoncy declared by the Preaident on Sept·ember 
8

1 
1939, the taxpayer may dec1uct for amortization 

of the cost of ~eh emergency facilities an 
amount equal to the coat thereof, or of the 
coat of construction, as the Advisory C<xlmias1on 
-Y determine, which amount the taxpa;yer may 
allocate over any period, commencing from the 
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date or constructi on, Which does not exceed 
the estimated normal useful life of such 
emergency faci l i t i es , at a rate not exceed­
ing 25~ of such coat for the first taxable 
year --• 

That is out, They have no legal authority, 
As the Secretary of War or Secretary of Navy 
may determine , That ia number one correction. 
Vlho the hell do they think they aret 

Why is the date SeptemberT They have already 
built that . 

The answer to that , I understand, is that they 
have already made colllll tments that this is going 
to be done, 

How can they make comMitmentaT 

Of course , they can ' t , 

It is almost a year, Ltr . Secretary, s ince 
September 8 . 

I think the year period is pretty nearly enough 
but I understood there were aome moral colll!lit­
ments with respect to tank production. 

By 'llhomT 

I don ' t know what it was. 

Wouldn't the normal thing, Ed, be this fiscal 
year or the calendar yeart 

June 30 1 this year. 
anybody cou ld make a 
the President . 

I don't understand how 
moral commitment except 

Say l isten, in this room, Hugh Johnson t old the 
airplane i ndustry - what was it, two years afot 
that he guaran t eed them 12~ and on that ba a s 
he has gone forward and I think he said that 
publicly, didn ' t het 
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Louie Jobnaon, you meant 

Yea. 

He told us when they were talking about the 
allowable rate of profit on the Vinaon-Trammell 
to please wait until these contracts were com­
pleted because he was under a moral obligation. 

ldoral ity begins at home. 

I think it would be difficult to defend the 
Septes:.ber date . 

Oh, I wouldn't. It •a nuts. 

" •••• the taxpayer may deduc t for amortization 
or the cost ot suCh emergency facilit ies an 
amount equal to the coat thereof, or of the 
cost of construction, aa the Advisory Com­
mission may 1etermine " 

That is out. 

• ••• • which amount the taxpayer may allocate 
over any period, oo111121enoina from the dat e of 
conatruct ion , whiCh does not exceed the eat~ted 
normal useful life of euoh emergency facilities , 
at a rate not exceeding 25~ ot such coat for 
the first taxable year, ~ for the first and 
second taxable years, and 75~ for the first, 
eeoond and third taxable years - -• 

How can he allocate , if ,ou aay it must be 
50 1 25 and 75)7.(t 

The way that 111 phrased 

I don't understand that . 

The way that is phrased - or at least, it ia 
intended that he 15y take 25% the fir st year , 
but ho may accumulate that 25% over to the 
second year , as long ae never can he got 
more than 25% per year according to tho total 
number of years; for instance, if it has been 
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two years, he •Y deduct 60% partly in the 
first year but not more than 25% the first 
year. 

Oh no, that isn't the explanat ion they gave 
you, Randolph. They talked to you abou t a 
long- term contract. 

That was the reason for extending it over 
the four years , that they had a lot of 
people reporting on a compl eted contract 
basis and therefore it was necessary to 
give grea t flexibility in allocation over 
the four years basis because a man on the 
latter basis wouldn't have any income until 
the last or the four year s. 

Let's say we go on a tour year basis. The 
first year I don ' t Vl&nt to take 1t and I 
take SO% in t he second year if I want to. 

But not more than sQ%. 

And if I don't want to do that , I can take 
nothing in the first , nothing 1n the second, 
but 75~ in the t h ird year. 

That i s right. 

He may have losses in the rirst and second 
,-ears. 

That is what that is for . I don ' t see any 
objection to that. 

It allows t h em a great degree ot flexibility 
1n adjus t ing t heir tax exempti ons so as to 
get the maximum --

Harry, this i s where I kidded Randol ph Paul 
and said I was going to get Alvord i n to 
t ake rrr::1 case against him .men we hea rd about 
tb1a on Saturday. 

It sounds auspicious. 

29S 
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Paul drew it and I am retaining Alvord 
againet PauJ., 

Maybe I don't underetand it. 

Yea , you do, So do I , 

May I euggeet that 1! the emergency and big 
prof'1 te ror exceee proi'i te tax purposes only 
occurred during the r irst or the second years 
and eouJ.d be anticipatE-d, we 1111sbt have no 
excees pro.rite rrom theee people at all. 

'lhey can. only take 25% the i'iret year , Roy, 

I won 1 t go along on thia cumulative business. 

fihy is that accumulation necesear,.T \lae there 
juatif'1ca t1ont 

Yea , because the Whole i dea of any amortization 
provision is to get the deduction against the 
income of the part i cular contract associated 
with the contract. Otherwise , it is absolutely 
useless to everybody, Ir you have a big amorti­
zation deduction in a year 'llben you don 1 t have 
any income and the years in Which you rtll have 
income on these contracts is very probl81118tieal , 
the deduction does you no good Whatever, 

'lhe years in which you will have deductions on 
profits is p roblamaticaU 

Yes . You don ' t know how long it 1s going to 
take to construct your racilitiee, how .rast 
your deduction is going to go. Your payments 
vary. 

You mean it misbt take one man a year and the 
other JD&n s1Jc months and therefore one man will 
have the pro.rita in e1Jc montha and the other 
won't have them at all 1n the first yeart 

I am not going to settle an,-th1ng. I am vei7 
11111ch interested in g1vins the rellow epecial 
depreciation allowancee where he doee not 
borrow the mone,- rrom the RPC Wh1 ch he can 
juggle againat hie prof'1te and louee . 

29.; 
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'lhia is not applicable at all, Mr. Morgenthau, 
except the capi tal put in by the taxpayer . It 
has no ref erence to RFC loans, 

I still say - listen , l havo listened to these 
fellows for I don't know how long . Let me give 
you a l ittle background, Going back to all the 
troubles we had to try to go t the Allied Purchasing 
Commission - to ge t thsae f ellowa to manufacture , 
I ha vo listened to this thine for mont!l s ond 
months and the argument alwa1a is, you want us 
to build a factory for special purposes and you 
won ' t lot us depreciate on the basis of engineer­
ing experience. All rieht , I am goinz to oako 
t his concession , that if the:r build th is thing 
at tho request of the Secretary of ~lar or the 
Secretary of the !lav,, tha t ho needs it, I am 
willing to sa1 that he can depreciate this 
thing at the rate of 15 or 2~ a 1ear or even 
go in like we did with CUrt1as-1·:right and we 
will divide the depreoilltion in the number of 
7ears of the life of t he contract. If it is 
e16ht years , he can depreciate it 1n e16ht 
yoars . I f it i s six years , aix years . 

You can meet his point , it aeons to ne , by 
also a l lowing the first ytoar a lov1er rate of 
depreciation , as~c that it always takes 
some time to ~;et going, and a flat rate ther e­
after. 

~. I ac not will ing at t his stage to allow 
the depreciati on to be Juccled or used as 
a deduction a gainst profits. 

In other words , you object to the carryover 
features , You think i t ou&ht to be taken so 
much a year over a period? 

Ye8 . 

I want to state one i'undamental point o f view 
I have about this thing . I am not so very much 
worried about it from this standpoint. The 
taxpa:rer who takes too much amorti zation is 
going to dig his own Grave. 
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I think t hat ia true, beoauea rou are baaing 
inoreaeed taxation. 

Let Paul t1n1Bh. 

• 

In other words, it somebody came to me and I 
were representing a taxpayer and this blll were 
on the books and he ea1d, 1Nov, how shall I 
work thle, ahall I grab aa much amort1r;at1on 
ae poeei ble?• I V<:ll ld be very dubious about 
i t. I would have to gueas how long t h l a neriod 
was going to last, because lt it were gplng t o 
laet more than tour )'ea ra, At the end ot t our 
years he ie ln a ver7 bAd ooaition, having no 
depreciation. 

That 1e vh)' rou oan have a lover rate the first 
rear and do Juetioe to most ot them and )'OU 
don't need a flexible rate. 

That i e all right, too, but let me get to - I 
don't eee eye to eye with you. I am willing 
to say - it is unimportant - that the thing 
start the second yeAr or it i s over the lite 
ot the contract or it i s tour years or five 
)'ears, but I am not willing t o l eave lt up 
to the discretion ot the manuf acturer to Juggle 
t hese depreciat i on allowances against hls gpod 
or bad years. I don't think it ie neoeeeary 
and I don 1 t thl.nk it 1e t a1r to g1 ve h1m the 
power. We can have a chAnce bectouse 

I think you can adJust t ha t pnr t. 

Do you get the <Ut terance between ua' 

Between )'OU and me, I underatand i t, yee. 

Well, it ie not ae important , Again, as 
crossing the bridge, are we willing t o give 
a munitions manufacturer a epeoiRl depreciation 
rate. Then the refinement s again, ve can tight 
about. 

Th1a ie a r efinement. 

I am willing t o orou the bridge - I am not 
going t o tell these men anything, but I all 
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v1ll iJ18 to croes the bridge, to give the 
munitione manufacturer on private capital _ 
on the certitioation or the Secretary or War 
and Nav7 - special depreciation allowances. 
As to refinements --

You don't mean on17 munitions, do you? 

No, he means anything tor national defense 
oertitied by the Secretary o r rlar or the 
Secretary o r Navy. 

As necessary tor --

Yea . 

Not everything, only vhere the exist ing plant 
v111 not do the Job. 

Is not autticient, yea. I t h1nk Mr. RAndolph Paul 
has a ooint there, Mr. Secretary. Isn't it 
basically a bargaining posit i on between what we 
want and making some compromise because what is 
the obJective? The obj ective ia to get these 
fellows to expand their plants. Therefore, it 
becomes a bargaining prooeaa. 

There ian 1 t a man, v1th the exception or 
MoRe)'Dolds, vho 1B oom1ng into thia room 
or Leon Henderson, who still doesn 't own 
stock in their own coooanies, 

You represent the Government and the people; 
the7 represent the ~utacturere; and it is a 
clear question or bargaining. There 1e no 
objective --

There ia not going to be any b&rgalning. 

I eay ve ought to err in the direction or 
getting a provision through that v111 get 
the job on the wa7, beo&uae we are not going 
to los e 1n the long run. In the long run 
you are goill8 to - the man 'ldlo takes too muoh 
depreciation 1a going to sutter t or it. 

Well, again I am not an7 1210re - we v1ll leave 
this thing aa to a orinciple, Dan, and as to 
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the re:tine•ente, we oan araue about, but JOu 
are going to han a hell o:t a tille argu1n 
with ae on that haYing it V1 th the t~er 
to decide when be ie going to take the depreciation. 

Sure. You lllllat remember t hat the:r are going to 
trade, too, and the:r are aalcing tor everJth1ng 
here and the:r are w1l11ng to take le ... 

I don 't th1nk Pel wrote it with that 1n m111L 

Oh no, th1a repreeent a a lot ot trad1ng. 'l'he:r 
wanted one 7ear vhen we atarted. 

I aa not ea;r1Dg t h a t 1a Randolph'• product at 
all, I didn't th1nlt 1t vae. 

It ie. 

The vbole th1ngf 

It ie baeioall;r m¥ idea, that i e all, the 
aolution of the proble•. 

I ver:r much prefer t h e one :rear rather than 
alloV1ng t he m to juggl e. 

Let 1 a get on . 

0 (3) Th1a eeot1on &hall not appl :r llDleu prior 
to the oonetruotion ot auGh e.ergeno:r t aoilitiee 
the tu:pafel' hae obtained a oert1t1oate troll the 
Adv1eor:r Collllieeion t hat auGh e•ergeno:r taoll~tiea 
are neoeeear:r or deairable 1n the 1ntereat ot 
national detenee during the emergano;r. It auGh 
e11ergeno:r tao111t1ee have been oonetruoted prior 
t o the 1aeuanoe ot auGh oert1fioatee, the 
Adv1aor:r Oo~aa1on, 1n 1ta d1aoretion, 11&7 
oert1t:r that euoh emergeno:r tao111t1ee ehall be 
V1th1n the eoope ot t hie prov1e1on. 

' (~) It t he emergency declared by the President 
on September !1, 1939, &hall be ended before the 
eJp1rat1on ot tour taxable :reare, the taxpa;rer, 
at h1a option, &hall be entitled t o re-allocate 
the &110rt1&at1on of the coat ot euoh eaergeno:r 
tao111t1ea over the period between the date of 
oonetruot1on and the end of the emergeno;r. 
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"( 5) The amortization allowance herein provi ded 
ehall be inclusive ot deprec i aticn but exclusive 
ot any other allowable deductions provided tor • 
whAt i s that7 

ThAt ie tor the p rotection ot the Government. 
They want to be sure they can ' t ge t both 
depreoiatlon and amorti£at1on, double deduction. 

Do they understand t hat this proposal is purely 
tor p rivate capt tal and not tor RI'Ct 

Yea. 

Are you sure? 

Yea, I am sure ot that becauee they discussed 
the idea you had some other provisions t or RFC 
cap i tal and you will note, Mr. Morgentheu, one 
thing there, thAt this tour year period is only 
at the option ot the t axpayer. The t axpayer may 
use a longer period. 

Excuse me a minute. Can you hold your t hought 
a minute? 

Sure. 

Roy, it everybody ie in agreement, I think you 
ought to go and see Magill snd tell him to heve 
a sentence i n that last pa ge t hat these suggestions 
supersede the Vlnson-Trammell. All r i ght, John? 

Yes, t hAt is all rlght. 

I think Mr. !(aglll ought to put ln a sent enoe 
there that 1r this excess protlts t hing goes 
through, that we reco~end the Vlnaon-Tramcell 
be reclnded. 

Call lt the Tobey Rider or the T~Amendment. 

I t l s limiting t he Vineon-Trammell . The Vlneon­
Trammell is nothing without the Tobey part . 

What le lt we would recindt 
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Repeal the whole Vinson-Trammell . There 1e 
nothing to i t except a lot ot words. 

Repeal the 
Trammell. 
about th1e 

prot1t provie1one ot the Vinson­
You don ' t want anything i n there 
amortization business. 

No, beoause Mr. Paul has asked me please not 
to fix this up today with the President until 
we get everything ele e , you eee. 

It this Vineon-'l'rammell repeal 1e going to be 
t here, don ' t you think our reetrict1one on a 
loan trom RP'C should &leo be 1n t here? 

I should think it would be enough it you hed 
a general statement that 1t vas oonteaplated 
that this shall supersede the Vineon-Trammell. 

That 1e aU r1gbt. ThAt ie euttioient. 

I n order to do that, in order to juetity that 
supersession, the rates have t o be pretty 
deeply graded. 

Or you have to adopt a ditterent rate tor 
Government and private income. 

Thl\t is right. 

The tirst is more 1n line v1 th the general 
oh1losoph7 which hae been expressed here. 
Otherwise you are malting much ot the argument 
tor the elimination ot the Vineon-Trammell Act 
invalid. 

You are never going to r ecapture as V1neon­
Trammell does. 

But one at the mai n just1t ioatione is that you 
are goi ng t o catch in a better way some ot the 
very large profits that are made, and therefore 
it has to be t ai rly progressive. 

At tha t op. Are you eatietied as tar ae I have 
go net 

Foley: Yea. 
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I don 1 t ltnov vbetber :rou vant to •87 anJthing, 
Dan, or not. It ie not fai.r, really, to aak 
you. 

I take 1 t vhat you l'lre v1ll1ng to do 1a to haTe 
the oontr actor vrite ott thie plant expanaion 
oTer aome period of yeare, certainly, vr1te it 
ott out of prof 1te. He can't vr1te it ot t any 
other vay. 

I euppoee that 1e correct. I dldn 1 t mean that . 
I all not eo vorr1ed about U;, I mean there 111 
thia vbole thing - you eee, theee •en vere up 
Saturda)' and I epent all da)' v1th th•. '!'hey 
vere all day J'r1day together clearing thh 
thi.ng, but - I aeen, I f eel that the etuff that 
I haTe studied on thia thi.ng, that one exceee 
profite tax la.v ie enough and the Vinaon-Tra.mmell 
thing ehould go onrboa.rd if ve are going to 
haTe any exce aa protite tax. You don't haTe to 
comment , but I vant you to know. 

I think that 111 aound, 

You can ' t have the two things. 

The biggest juatif1ca.tion tor the imposition of 
apeoia.l taxee agalnet al'Dia.llente vae to remoTe the 
-preaeure of theee arma~~ente aanufaoturera on 
lloTernaent policy. Ve want to do the reTerae 

30.> 

nov. Ye vant to e ncourage thea ae -oh ae poselble 
and therefore the V1nec n-TrtUUell Act hae no 
juatif1caticn tor ex1ating --

' I vant to hear thes e boya wen they cOM oTer. 

I haTe got to write that l etter. 

All r1gbt, you had better vr1te the letter. 

I think eo, 

(Kr. Bell l eft the conference.) 

Exouee me a a1nute. 

('!'he Secr etary lett the oonferenoe. ) 
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I th1Dk we ought to OOIIJHU'e th1e Pl'OY111on 1n 
our m1nde with the prov1eton in the old 1918 
Act. The only eeeent1a1 ditterenoe ie, really, 
that 1t allows a tentative &llort1zation h1gher 
than 1t does that Aot . The only ditterenoe 1n 
etteot it hae 1e to minimize retunde ultimately 
payable. There ie no ~oee in money. It is a 
question ot whether the money ehould be t i ret 
paid into the Government an.S, then pa1d baok. 

30 I 

You mean in th1s question ot relative aaortization' 
Yea. 

They want tlex1b11ity, obY1ouely, because the 
result would be that 1t they oan haYe eoae 
tlex1b1li ty they will pay leu taxes. I mean, 
the eaeence ot the problem 1e they want flexi­
bility because the:r will pa:r lees taxes. 

I th1nk that 1s true in thie eense, they want 
tlexibilit:r so they won't get any bsnetit out 
ot it. 

That results 1teelt and emerges in the term 
ot lower tax 1lllyll!ent a. 

In a ta1r wa:r --

We are not questioning the fairne ss ot it. 

It you don ' t have tlex1bilit:r, 1t 11.81 very 
well reeult that it doee no good whatever. 
It juet 1en 1 t against income. 

But again, the preble• 1e that on the tlex1bllity 
the:r pay l ese taxee, and einoe their interest ie 
primarily to pa:r ae little taxee as possible, it 
becomes a bargain pl'Ooeee. I should be inclined 
to be more ge.nercue than I would under other 
oiroumetanoee. 

(D1eoueeion ott the record.) 

(Mr. KcReynolde, Kr. Biggere, Mr. Henderson, 
Mr. ~gill , Mr. Blough, Mr. Tarleau, Mr. Bell , 
11nd the Seoretar:r entered the conference. l 
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Well, Mao, who ie the epokeeman around here? 

Biggers ie the chairman or thie oo~~~mittee. The 
problem when this question O&me up ot getting 
people who had mone7 and wanted t o expand their 
planta tor emergenc7 construction, to spend their 
mone7 on expanding their plants, rather than have 
the Government finance them, has been t he problem 
that we have been working on. Ot oouree, the 
arrangement, aa you know, tor the Government to 
construct plants, has been worked out, and the 
arrangement tor the plants to be constructed where 
RFC loans the money has been worked out satis­
factorily within the present l egal structure, but 
the problem of getting people to aoend millions 
or dollare t o expand their plants t or emergeno7 
construction where the erpane1on would be ueetul 
only or pr1mar1ly tor Government pul"'oses, haa 
not bean worked out satistaotorily, so that these 
fellows are randy to go ahead and, or oourse, 
what t he Commise1on le anxious to do - on armor 
plate tor ships, they are actually waiting tor 
some arrangement to be made where they oan put 
1n additional funds . That is just the problem, 
!rankly stated, on general orinoiples. 

Biggers 1s the chairman, as I say, ot this 
committee rrom the Comm1es1on and has a 
memorandum outlining the poi nte i nvolved and 
a drart o r what the Commission r eels - and it 
hae been handled t1rst by a sub-committee or 
the Commission and then by the entire Co~iss1on . 
He has what they believe would answer our purposes. 
or course, I told them, as they recognized elre8dy, 
tha t ainoe this involved taxes, it is a Treasury 
oroblem and if legislation l e to be secured, 
it will have to be secured by the Treasury. 

Okay. All right, Biggers. 

Mr. Secreta.ry and gentlemen 

Excuse me. Is t hi s the same thing I have got 
or have 70u got an amended th i ng? 

I told the Secretary I had been wor king v1 th 
you and he asked me tor a oop7 ot 1t. 

It is el 1ghtly amended, but the same principle. 
However you v1eh to proceed 

I 

Regraded Unclassified



( 

H.Y..Jr: 

tlcReynolds: 

Biggera: 

( 

- 39 -

You proceed your way. I will listen. 

Don ' t you want a copyt Give t he Secretary the 
original and he can follow that. 

I have three copiee. Would anybody else like 
to have one? Ed, you and John can have one. 

We started in in ocme ot our eerlier oon­
terenoee , as Mr. Foley and Hr. Kades particularly 
know, and we have run acroaa not only, as 
Mr. McReynolds says, the oroblem ot t1nanci ng 
but 1n nearly every oaee "'here t1nane1ng by 
Government isn ' t involved, the tax question 
is involved and the oomoany vhoa ve are asking 
to exnand facilities, whether by erection ot a 
new building or expansion ot the n resent building 
or purchase ot nev eQJ ipment, 1e confronted with 
t he tact that he doesn't need t hose tac1lit1es 
tor preoent or orospective normal require-
ments and wondera what - over whnt oer1od he 
might be permitted to charge those ott to 
depreci ate or amortize them Xlr income tu 
purpo ses, and we recognize, Mr. Secretary, 
that it is an extremely difficult th ing tor 
anybody to try and ait down in advance and 
oredeteroine t hat question 1n each individual 
case, but ve also recognized th~t the way 1t 
wae handled 1n the World l>11r resulted 1n many 
things thnt should be avo ided it ooeeible. One 
or them, ot course, vao the a tter3ath ot l1ti­
gPtion, some ot which i s still, I an informed, 
unsettled, but perhaps the national conseouencee 
or uncertainty during that oeriod resulting 1n 
higher prices, resulting in aort ot an attempt 
by the contractor to ant1oioa te in hie or1ce 
vh.• t he - the womt t hlot he thought might happen 
trom a tax standpoint, t he t act that t het r esulted 
in an inflation ot prices And infl ation ot orotito, 
the ticticious inflation ot profits , led to some 
pretty serioue national coneeouenoeo that we were 
hoping to avoid, eo we tel t t hat t our d1v1sions 
ot the Comm1ee1on, Mr. Knudsen's diT1s1on on 
oroduction, Mr. Stettiniue ' on induatr1Rl materials, 
Mr. Henderson's on p~ioe etabilizetion, and 
Mr. Hillman's on labor, vere all verr vitally 
concerned v1th th1e. The ot hers were also 
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concerned, but perhape leaa d1reotly. 

We 8tarted in and those d1v1aiona vorked as 
n unit in t~e study ot this problem. 
Mr. Hillman e intereat waa largely represented 
by Mr. Henderson and it ia aseooiated - I think 
this has been the beet example ot how seven 
groupe could work together on a common national 
problem with such rather aplendid cooperation 
and eventual unanimity, and we were only 
vorking with thle with the idea thAt 1t vae 
our proVince to try t o lize uo the oroblem 
we were wrestling vi th trom day to day to eee 
it we could get unaniml ty i n our own Collt11as1on 
And it we did , then ooce to you with a concrete 
euggestion other than a generalized statement 
ot a p roblem, and t hat h where we stand at 
the moment. 

Why don't the tvo ot you withdraw, because I 
have got to rely on the three ot you a8 soon 
as it goes to the 1'/hite House. 

I will leave word tor us t o be called as soon 
a8 it ia tiniahed. 

I told them to send it in ae soon as 1t i8 done. 

Then I would lllce you fellows all to take a 
look at it because I won ' t have a chance to read 
the da.aiD thing. We are going t o the llhlte House 

. a t 12:15. 

I t hlnlc trom this point on 1t you '!OUld lllte t o 
have me read aloud --

I think it would be very nice. 

And other people t ollow, i t is better than 
trying to 8\llllm&rize verbally what we have tried 
to oondense in a written torm. 

3u, 

I thlnlc they picked you t or your 80oth1ng voice. 

Real.ly sir? I didn 't know t hAt I had that 
qualit7 and I don't ltnow vhnt other qualification• 
I have, it any. 
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I think you vould go very well on the radio. 

The memorandum etarta in with propriety. The 
first eub-head is "Propriety or Rapid Amortization 
ot Emergency Facilities. 
1 (1) Sound Accounting. 

"Price, so tar as possible wtthin a competitive 
tra~ework, includes a charge tor the constant 
decrease in value or productive tac1lit1es. Tax 
polioy recognizee t hi e t act by perm! tc1ng as a 
deduction troc gross income the lose 1n value 
oocaeioned by ord1~ry wear a nd tear and obsolescence: 
a portion or total receipt s is thus regarded as a 
return or caoital r ather than ae oroflt or taxable 
income. The large deoletion deductions allowed 
in extr active industries emphasize the same 
principle. Although the une!ul lite or new 
tac1lit1ea presently required wtll be largely 
determined not by the operation or ohysical forces 
and obsolescence but by the ooriod of emergency, 
it neverthel ess seems wholly nporoprlate to make 
s i milar provision tor amortizing t he cost of such 
tao111t1es during the emergency years. If emergency 
facilities are denied full amortization an absurdity 
will r esult -- taxes, intended to be levied on 
profits , wtll be imposed on costa. 

At thie ooint I may say, Mr. Secretary, I raised 
the quest ion as to whether the word 1 absu~i ty• 
wae rather a strong word. Leon lienderson says 
that is his word and he likes it. 

I take it it isn't for publicntion, but for my 
benef1 t. 

Yes. 

If it is a Leon lienderson word, I say it is very 
mild. 

1 (2) Price Stabilization, 

"Refusal to make orov1aion tor this extraordinary 
obsolescence may affect the prioe structure in at 
leaet three WRye: 

I 
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• (a) Unless amorthat1on rates are t1xed 
before contracts are let , uncertainty will 
l ead the p roducer t o inflate price 1n order 
to cover the risk which euoh uncertainty 
entails. Thus an element or instability 1a 
added to the price structure. 

•(b) It rapid amortization is denied, the pro­
ducer wil l eeek t o i nflate price to cover the 
8JIIount or the tax. Thus the tax will add little 
or nothing to net reYenue. 

• (c) By retuaing t o allow deductions tor 
amorth1ng coat, the Government will be lending 
1ta sanction to wha t may wall be groaa overstate­
ment or profits and the ap1reling ot orices. 
As World War experience baa shown, this i n 
turn generally leade to over-expansion or 
plant, exceaa1Ye accumulation or 1nYentor1ea, 
excessive dividends and pnrtioulsrly specu­
l ative excesses 1n s tock and commodity 
prices. Thus t he d i fficulties ot the cor­
r ective oer1od which must inevitabl y follow 
the emergency will be gravely, perhaps 
dangerously, accentuat ed. 

0 The erreot or price instability on fi scal policy 
need not be emphAsized. 

• (3) World \far Precedent. 

"The need tor emergency aoortizat1on was clearly 
recognized during the World Var. Then the Treasury 
chose to operate througtl tax retunda ntter the War 
rather than tbrougtl tax deductions during the 'Jar. 
Today Government and bua1neee are both eager to 
profit by our exoerienoe and, eo tar as possible, 
to aYoid the costa, delays , and bitterness rooted 
1n the uncertainties of our 1918 oolicy. 

II 

OPERATION OF PROPOSED STATUTE 

0 (1) Bnaio Principle. 

It the precise period ot the emergency could be 
determined, amortizati on of coat would otter no 
d1ft1oulty. It would be easy and fair to amortize 

... 
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over the known uaetul Ute ot the oroperty 
But the length ot the emergency cannot be • 
determined at thla time, ao a choice must be 
made between postponing the day ct settlement 
and dealing v1th the problem nov. In our 
view the latter oouree ie preferable. Four 
yeara 1a our beet Judgment aa to the period 
ot emergency; ve propose, therefore, 25% per 
annum ae the 1118X1mwa rate ot all0rtizat1on, 
1 (2) Read!uetmenta. 

3 ... u 

1It the emergency enda before t he expiration 
ot the tour-year period, the bill reoo~~~:~enda 
that the taxpayer be oerlll1tted to reallocate 
the &IIIIOrtization ot ooet over the ner1od between 
the date ot construction and t he end ot the 
emergency. Thle 1e important because until 
capital is recovered t here can be no orotite 
or taxable income. It t he emergency enda in 
lese than tour years, t herefore, eome readjust­
menta may be required. 

•(J) Flexibility, 

"Within the tour-year period the taxpayer 18 not 
toroed to deduct 25% each year, but ia oerm1tted 
to allocate hie deductiona over t he tour-year 
period eo t hat no more than 5Q% ia taken during 
the tiret two yeare, and no llllre than 75% during 
the tirat three year a. f hia measure ot flexibility 
1e accorded 1n order to permit the taxpayer to 
relate hie deductions t o hie orot1ta. The 
exigenciee ot production may prevent profits 
until the second or even the third year. A ClOre 
rigid rule might penalize the producer t or ciroua­
atances beyond hie control. 

•(~) Certitioate ot Advisory Commission. 

1 No taxpayer can avail himself ot the benefits ot 
the Act unless prior to the da te of oonetruoti on 
he baa obtained a certif icate trom the Advisory 
Commission stating that the proposed facilities 
are necessary or desirable in the interests of 
national defense during the emergency. D1ecret1on 
ia lodged with the Co mmission to ieaue oertif­
ioatee with reference to fao111t1ea already con­
structed or in orooeaa. • 
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I ~ay say there that we considered very care­
tully ae to whether the resnonsibil ity tor 
issuanoe o f oerti!icates should be vested in 
the Commieeion or elsewhere, Md we thought 
it shoul d be vested in the War De'Oartment 
and Nav7 because in 1114117 cases, aa you can 
think ot r ·igbt otthand, ~lr, Fole7, there are 
Joint but separate participants in the placing 
ot business which require the creation or new 
taoilitiee, so neither one ie tull7 aware of 
the problem as a whole, but the Advisory 
Commission, dealing with both those agencies, 
is presumably in a centrali2ed position to 
correlate the f acta, and know Just what the 
War Depart~ent expects ot t his producer and 
whAt t he Navy expects or this producer and 
the combined total ot reasonable expectations. 
The other alternative we considered was whether 
the 1'reasury would choose to aseUIIle that 
responsibility, 

No, because we have been going - no, we definitely 
don't wnnt it, but I woul dn't argue, but I t hink 
you will find when you get to drafting this thing 
it will hATe t o be the Secretary o t liAr and the 
Secretary o f Nav7 who wil l hAve to certify. 

And it t here is Joint responsibility, it can be 
a Joint certif i cation. 

'lie have no preference on that lit all, a.s a 
C¢mmiae1on. 

1fell, I --

Go llh88d, Leon. 

As a Commission, we d on ' t. 
decided oreterence again st 
doing it. 

I certainly bllve a 
the Army lind llavy 

lieU, let ' e get through thh w ole thing. ThAt 
would be a question of bill drllfting, I think, 
plus common sense. 

lie were lldvised, 11r. FoleJ, t hllt the Congress could, 
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by etatute, delegate t h 1e authority to an:r 
ageno:y or ind1Tidual ths t they ohooee. 

I don't think there ia an:r problem there 1naorar 
as leg1alat1on ia concerned. It ia just what ia 
aound and what ia praotioal rrom the Government' e 
point or Tiew. 

All right. The President, by Executive Order, or 
b:y letter, aa :you know, haa delega ted to Mr. Knudsen, 
the reaponaibilitJ or approving contraota, or 
illportant contracts . 

I mportant contracts. 

And the.t meMa t hat both t he agencies bring t o 
h1.m for his oltaJ, oontraota before approval. 

It aeems to me that it would be &.n important 
dao1ai on, stepping ou t or the capacity or 
advioe to the oapaoity or making a Commission 
something a good deal more than t hat. 

That 1a a matter or pol1oy. 

Major polic:y. 

Major Governmental pol1o:y, vhioh somebody other 
than the Commiaaion should determine. 

That 1a a Ter:y i mportant 1tep. 

I wuld l1l<e t o be heard on t hat . 

Wel l, I am not decided. 

May I finish thie, then, beosuee I devoted a 
little bit to explain the r eaaona t or th1a. 

I viah you would. llhltt I am int erested in and 
the Treasury and m:y people with me ia the 
question or how we are going to handle 
depreoia tion. That 11 mJ interest; who ia 
going to cert1fJ haa got to be decided by the 
President. Right' 

Ye1. 
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The next heading ie the title "Advantages. 

"(l) It will get the emergency facilities ba1lt. 
On thh point there can be no d1epute. 

"(2) It will enlis t private capital, thereby 
conserving public credit. 
1 

( 3) It ia logically related to the period ot 
eoergenoy. The only question can be as to our 
judgment regarding the length ot this period. • 

May I amplity t hat queet1on o t private capital, 
Mr. Secretary7 We r eel that the - ve t1nd a 
tendency on the part or the producer v1tb this 
important ~ueet1on undetermined to vant to eay, 
'Well, I believe I prater to have the Var 
Department or the RFC or eome other Government 
agency pr ovide 1he tunde t or the construction 
ot thh plant, and then I v1ll undertalte the 
design and equi pment and operation ot the plant 
on a management tee basis,• ae is the case v1th 
the smokeless powder plant projected tor Memphis 
Rnd certain other tb1nga that are contemplated 
and ve thought that it ve could work out a 
logical and thoroughly eq..~1table plan that 
eliminated some ct these uncertainties that 
stand in the way ot private capi tal and induce 
private capital to come torvard and finance 
these th1nga v1th its ovn reeouroee, it vould 
place a lesser burden on Government t1nance 
and be desirable. 

Mr. Biggers , let's oall a spade a spade. I 
think it ie a lovely gesture, but you are a 
manufacturer and some Government agency asks 
you to increase your plant over and above vhp,t 
it ie because you have got eomet hing that the 
Government vante you t o make and let 1 s say that 
that plant expansion ie going to coat you a 
million dollars. Nov, it you oan go to the 
RFO and borrow that million dollars and have 
it eo tha t any time t hat thing is canceled, 
the Government atanda the lose, as opposed 
to getting it trom some private sources and 
private capital taking the vbole lose, vhere 
are you going to go7 
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It it is Just the V&7 you started, you woul d go to RJ'C , 

Sure. 

But ve think the Government oan take the 
reeponsibilitr ot the loee in the event ot 
oanoelation without taking the responaib1litr 
ot t1nanoe, it they wieh to. 

ThAt haen 't been worked out yet, baa itt 

That would be an evolution, we believe. 

Ie it 1n this memorandwat 

Ho, eir. 

I think that 1e very important, beoauae the 
V&T the thing etands now, 1t I am up to date -
I don't know whether I d or not- I don't 
.ee vhf anrbod7 - and I have told the bankers 
and I made no bones about it, when ther oame 
in here, that with the ottioe ot the ~mptroller 
ot the Currenoy in the Treasury, I don t want 
to eee the nationAl banks putting any money 
into anr government - into these kind ot oontraota 
as long as they oan get it trom RFC, beoauae I 
think it is too great a r1ek. The dividing line, 
•• I told thea, wae th1e: It, on the other band, 
the tel.low baa got hie oontraot and the plant ia 
tinanoed and be baa got to borrow 110ney tor hie 
raw IDl\terial.e and P&T r oll, sure, that 1a okq 
tor the nationAl bank, but not in the plant. I 
oonaider it too risky. 

It eeeme to me, air --

I drew that dividing line. You beard that, 
didn1t rout 

Yea , I did. 

You a.re in agreement with me on that, sren't rout 

Yea, on the borrowing ot moniee to build plant 
tao1l1tiee. 
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As opposed to l ending for payroll and raw 
ma terial e . 

'nult i s right . 

But I am not arguing as to which t~ay it 
should be done because that is e question 
of national policy, but if the Gove rnment 
or the Uni ted Sta tes through the liar or 
Navy Department writes into a contract en 
adequate protective cancellation clause 
i t 1s just as good as having the RPC ' 
assume that through a forgiveness basis. 

But you haven 1 t thought 1t through yet. 
\'lho is going to tnke the los a , the Treasury 
or the RFCT 

In my opinion, i t should be the War Department 
or the Navy Department. 

'lhD.t means the Treasury. 

'nult <~uld be t he normal way. 

It would come from the gonoral fund. 

Of course, Mr. Secretary, if this eovors 
that instance where the manufacturer wants 
to finance it out or h1a own capital, which 
seems to be quite an ~rtant consideration 
in the minds of the industry - -

So f ar, i f you don't mind - you f ellows don ' t 
know me as well - I wil l go along with you , 
bu t I thuu' we are kidding ench other, So far , 
we are just kidding each other, but 1f you 
fellows want to do some window dressing so 
you can s ay , 11VIe made it attractive for pri­
vate capi tal , " okay. I havo done it before, 

I think that i s a realistic way of looking at 
it. 

rre are just k1ddii1g each other, unless there 
ie something in here , but if you f ellows feel 
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that we ought t o go througb all this rig 
marole and say , "Sure , we did want priva~e 
capital, and eo forth and so on , and we 
have made i t attractive,• knowing all the 
time that ou r tongue 1a in our cheek and 
they are going to g et i t trom the RFC it 
1e okay w1 th me. • 

I f we are going t o finance t h1a 'Whole pro­
ject through RFC alone , then I think we are 
going to regret i t when we are through. 

The "ay you lfllggasted, · if tba RPC makes a 
loss , i t comes to me on a cancellati on 
clause . If the A l'III;Y and Navy have a can­
ce l lation clause, i t comes to the Treasury. 
With pri vate capi tal , it all ends up 1n 
the Treasury an,....a,. . 

But it expands the 'burden of Government 
f inancing and the Government draws - as we 
see it, the Government draws ita finance trom 
somewhat different reservoirs or different 
compartments in the same reservoir trom what 
private capit al might. · 

That haa never been proved. 

And then, sir, your e t a tement applies ver;r 
directly, I t hink, to casas 'Where a new 
plant is built, to build as a pr1111ary suppli er 
to the Government of an:rthing like a irplane 
motors or an;rthing of that kind , 'but t his 
reaches down to man;r , ~1 supJ)liers and sub­
suppliers and sub- sub- suppliers . In can:r 
cases , those people won ' t even have direct 
contact with the Government . They will be 
selling to a Government supplier or a Govern­
ment sub- aupplier and they , I think, will 
in 1110re caeea b e able and wi lling to raise 
capital through their own resources than to 
go to the RFC. They won 1 t have aa direct 
a call on the Govemment. 

~t is an impor tant point , I think, ltr. Secre­
tar;r, on the sub- suppliers . I think mere 

3.J.o 
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there are small amounts involved, I th1nk 
1e important. it 

Ae I say, I aa willing to go through the 
motions if you fellowa all think it ia im­
portant. 

Put it this way, you would be agreeably 8~ 
prised if you were wrong. 

3!7 

Oh, I hope I am wrong. I hope you fellows are 
right and I will go th.rough it with yau. '!bat 
1e t'air, isn' t itt 

Ce rta1n1y. 

I think we are kidding each other. 

I will hurry through thia. 

"The difference in unit coat of the ultimate 
product a11 between fou.r years on the one hand, 
and three or five years on t ho other, will be 
lllight. Where tum-over of capital takes place 
f ive times a year, the dift'erence between 6~ 
depreciation and 25~ depreciation and amorti&a­
tim will increase the ooat of the product by 
about ·~· Therefore, i f three years or five 
years llh~ be used rather than four, there 
would be a variation in the eel ling price of 
on1y about 1~. 

••. It will operate swiftly. By this criterion 
any proposal whiCh would permi t amortization 
rates to be negotiated in each case as an ele­
ment of the procure-.nt contract 1s dangerously 
vulnerable. 

•s. It is definite and certain, and will be so 
reoognized by business. It will avoid the 
costly and protracted litigation which resulted 
tram the post- emergency settlement policy 
during the World 1\'ar. VIi th amortization re tea 
clearly determined, pricea and price policies 
can be fixed and contraota closed. 
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•6, It Will not ennroaoh on Treasury revenues 
Assuming a privately finanned three billion ' 
dollar program over a tour rear period annual 
i ncome tax receipts during the emergen~J will 
be lessened by not more than $125, 000, 000. But 
even this relatively small amount will not 
necessarily be loat to the Oovernment1 

"(a) Because the expenditure of three billion 
dollars Will currently generate taxable incone 
1n other hands; 

"(b) Because after these deductions are con­
sumed, larger profits Will be available for 
excess profits and other 1neo~e taxation; 

"( e) Because many will aeeume - -with good 
reason -- that t ax rates are likely to be 
increased during and after t he emergency, and 
for thia reason will nhooae to amorti~o over 
a l onger period than tour years; 

"(d) Because the 1mpulaa to pay larger dividends 
during tho emergency may well be suff iciently 
strong to induce management to take smaller 
dedunt1ons , thus treeing lar§er aums for 
distribution to stockholders. 

When we say privately financed , we mean whether 
the money would be borrowed from banks or RFC. 
It WQUld be presumably ae differentiated from 
the actual e.xpenditure or t'ar and liaVJ funds . 

You didn ' t eee JJtT gesture, but we will go on 
because that is where it canes out . That is 
okay, It has got to; it can't come any other 
place. 

'Nell, Mr. Henderson will defend that . 

I t can't come any other plaoa . If we are 
going to let him offset thia against h ie 
profits , how can it' 

We contend tha t the Government 1a goi ng to be 
1n business permanently and all profit will 
eventually be depren1ated and is relatively 

3.!. ..... 
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immaterial Whether it ie depreciated thia 
year or five yeare from now and i t there ie 
an ascending tax rate, the fellow Who de­
preciate& it too rapidly may be the autterer. 

H. M.Jr l Well, we all agree with you on that. 

Bigs era & That 1a the only reaaon we ae.y that. 

Benderaon& We took that troa your 0'1111'1 policy on motion 
picture people and others. 

B. M. Jr: Could I _stop hare because I am righting tor 
tilDe • l <e are going over to aee the President 
on profits. In thia thing, 1r he keepe thia 
thing, '11'8 are reco- nding that the so-called 
Vinson- Trammell thing be res cinded and thie 
takea it plaoe, you see. 

Biggers a Yea . 

H.M. Jr l Now, aa to principles, 1n order - I am going 
on two assumptions, t wo basic theories, when 

313 

we go over there . One , we believe that all 
types of society or corporate types of aoc1ety 
should be taxed if they make increased earnings 
due to thia armament program. We don't dia­
tinguiah at all. We also are juat aa lllUch 
interested aa anybody. We don't take second 
place to anybody. l'le are intereated to see 
that thia rean~~&~~~ent progr&lll l.m!Mdiatelr goes 
forward and we don 1 t believe there 1a anything 
1n this bill 11b1oh will be a hindrance to 
the rearmament progr&lll. 

Now, aa to the question of interest - and I 
want to aay this, Which I don't think - we 
may want to adjust our fol'lllUla on the RPC , 
that if a plant borrows money on oertification 
trom somebody, that thie plant is necessary 
tor Government wo11<:. 'Jhe way we look at it 
now, the question or plant depreciation doean•t 
enter into it at all beoauae he will pay back 
the 1110ney borrowed from the RPC on a per unit 
baa1a a nd when he i a through, the plant 1e 
hie and be hae paid back the Government the 
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moner, 80 the question ot depreciation doean't enter into it. 

Doesn ' t the rate ot amortization tor income tax 
purposes enter into it even in that caaet I 
think it doe a. 

Yea, because the plant will be carried on the 
books at the coat lees salvage, leaa the amount 
taken tor amortization during the period in which 
it 'Wile in uee. 

lfot the vq we talked Saturday. 

I gueea I mieunderatood the question, then. 

We haven't had a chance 

We are quite --

I v1ll oo•e back to that litter. 

Yea, air. 

As to the particular thing 70u gentlemen are 
here tor todar, in the case or private monies, 
borrowed, I am willing to recognize the 
principle that on the certitication trom eome 
Oove~ent agencr that this plant ie neceaaarr 
tor the rearmament program, thAt this man be 
given epeoial ooneideration on depreciation. 
ThAt ie ae tar ae I can go th1e mom.ing, and 
I u willing to reoogniu this principle, but 
I have got to have time t o ai t down v1th ar 
etatt becauee the Preeident eaid he would be 
reacl7 to aee us Vednesdar and he eent tor ua 
at 12:15 todq, and we have been working over 
the week-end on this thing. This tite into 
the other. It is all one thing, a nd it hae 
got to be one bill. I take it rrom what 
MoRernolde aa:ra you recognize that the Tr eaaurr 
llhould p- eaent th1a thing. 

Nov, when we get an agreement with the President, 
I u going to invite 70U gentlemen to sit in 
and we will 1&7 al.l our carde on the table, the 
whole queetion ot th1e excees prot1ta and the 
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Nelson: 

H.H. Jr: 

Biggers: 

Poley: 

SullivAn: 

H.t.t.Jr: 

Paul: 

H.M.Jr: 
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way we are gping to present it to the President 
and his suggestions et oetera, et oetera but I 
will tell you today that I am willing to ' accept 
the pri noiple that you are talking about without 
going into the refinements , that a man who is 
asked t o put i n his money by a Government agency, 
thAt he be given speoial consideration on 
depreciation. All ri~t? 

That 1s tine, 

You don't want any Q.'lre th&n that today, do you? 

No, except I would like you, it I may ask you, 

~ -

to consider the point t hat we think that that 
aama principle applies, and oerhaps should aJ)J)l)', 
whethP.r he borrows his money trom RFC or whether 
he borrows hie money trom the First llational Bank 
ot Boston. The same principle applies as respects 
deductions t or income tax ourooses. 

Well, I think there ia a ditterenoe, Mr. Bi ggers, 
because in the instance where he borrows the money 
trom the RFO, the Government assumes ell the risk, 
end in the other instance, the risk is borne by 
t he manufacturer who puts up h1e own money or 
borrows trom orivAte sources . I think there is a 
d1 tterence. 

And haa to repay. 

The point we are maki ng, it rou have got ano ther 
t orMUla - the ooint we are MAking is where the 
OoTernment adTances all the money and takes all 
the risk, we think that 1e enough enc that he 
shouldn't aleo be per mitted to o ttset Government 
money against hie profit s . Now, whet you said 
t his morning was th!lt you are going to work out 
a formula where with private money t hat the 
Government should also take t he r1ok. That enters 
a new thing in there . 

Of oourse, to disallow any speoial amortization 
in t he oase of money borrowed fro m the RFC will 
tend - will be an lnoentiTa to priTete oaJ)ltel 
to go in, beoause they are going t o get the --

Right. We recognize that. 
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And that oan be handled b:r oert1f1oat1on, 
JQU eee, 

We hold tll1a poa1t1on. It ought to dr1Ya the 
IIIOn&J into pr1Y&te O&p1ti'IJ.. i!ut 1f JOU v1U 
be ·ast1et1ed v1th m:r agreeing on the pr1no1ple 
today and g1Ye me a breathing spell - -

Oerta1nlJ. 

Beoauae theee bo7e 

CliYe ua one other rain oheolt alao, aa to malting 
1t a eeparate bU1, aa.lt1ng 1t a separate bill to 
go down- eo that it wouldn 't haYe to walt on the 
hear1.nge on the exceae prot1te bill. I tb1nlt, 
Mr. Seoret&rT, there 1e eometblng to be aa1d 
tor that. 

Let 1 e tb1nlt about 1 t because th1a - llla1be :rou 
are right, Leon, but g1Ye me s ohanoe. 

Yea, but I am aek1ng :rou just for a ra1n oheolt 
on that. 

rrom Saturday noon unt11 Monday noon we have 
vorlted out an exoeee prot1te b1ll wbloh 1a 
going --

I ea1d ra1n obeolt . 

Yel.l, ve v111, and what I would like to do, 1t 
poee1b1e, 1n these 41eouee1one 1e keep thea 
v1tb1.n the valle of our otf1oe and :rour oft1oe, 
and I th111lt that 1e pou1ble. 

!bank JOU, B1 r . 

Thank JQU. 
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July 8,l94o. 

l<IE!>!ORANDUH TO THE PRESIDENT 

Suest1on 

Shall we adopt -

(a) The WRr-prof1te, or e _ mergenoy-~rortts , principle , 

rdopted 1n England ~nd in p~rt 1n Cn.nAda , Bnd which taxes ~rof1te 
above t he or e-emergency level , or 

(b) The excesa-orot1ts princ1ole, adop ted 1n our 1918 

Act, whioh t~es ~roritn above a etnted oercentnge o f invested 

capital, 81- in our l9lS Act, or 

(c) A combina tion or both principles? 

Comment 

(l) The trouble with the straight ~<or-profits pr i nciple 1e 

th~t it will not reach corpora tions ~ti th a high level of prot1 ts, 

thus it ~<ill vi rtually exe:npt many o r our li!.I'ges t business unite 

which had im~ense pre-emergency ~rotite, while heBVily burdening 

t heir oore unfortunate coooetitors ~thioh have not done so well in 

that oeriod. 

( 2) The trouble w1 th the straight excesn-~rotits princiole 1e 

that where the invested c~pit~ i s large, it t<ill peroit the eecnoe 

ot huge emergency " rotits. There ~re " good many com,anies which 

have not mnde much or a re t urn on the inves tment for years, but whose 

~rotite will be greatly increased becnuae or t he defense nrogrnm. 
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(3) A ooab1n&Uon ot the two pr1noiplee 1 e.,.. ess~nthl -., 

a fair workable tax, - one vh1oh 11111 on a broad baee tap a aan­

IIIWI ot eaers;enor p rot1te and exoeu profits v1th a 111n111wa ot 

dieturbanoe to business inoenti•e and e.mergeno:r preparation. 

Propoeal 

It is tluretore proposed (percentage figures •rel:r illuetra­

t1n) -

I 

Exearpt on the baa1a of p~-emergeno:r proti te v1 th a f l oor ot 

exenrpt1on at, s~ ~~ ot in·.,.sted capital and a oeU1ng ot, ea:r 1~, 

ao that pre-emergeno:r profits determine the exempt p rofits, but onlJ 

between theee two l i mite baaed upon inYeeted capital. 

II 

Make adJuetaents of pre-emergeno:r inYeeted oapit&l -

(a) For 1noreaaee - ~ (the a•erage r a te tor oonceme 

with net p rofits), 

(b) Fo r decreases - the uiUall J l ower r ate of pre­

e~ergeno:r earning s to inYeeted capital. 

This eoheae g1•ee greater t l exibil1tJ than the r1g1d 1918 

Act eoheae ot ~ reoentl:r suggested b:r Senator LaFollette, and 

1e ol oeel:y allied in principle to the 7-9~ soheae ot the 1917 

Aot . It vUl obrtate auoh orit1o1em beoauee 1nnete4 capital 

11 not the doa1n!Jit factor, but a erel:r the li111tat1on taotor upon 

t he uee ot pre-eaergenc:r profit• ae a etandard. BJ pora1tt1ng a 

reasonable oap1tal1&at1on of J&' e-eaergeno7 eam1nge, 1t 11&7 to a 

/ 

Regraded Unclassified



( 
325 

- 3 -

oerta1n extent a1d pre-emergency high prot1t oorporat1one, but br 

the eue token it Will laYe tro11 undue hardlhip ooncerna wb1ob u .. 

1nYeehd oap1tal , but vb1ob aleo depend largely upon 1nd1Y1dual 

enterpr1ee end llk1ll ot lll&nagel:lent. It will aleo oauae 1e .. eoonoa1o 

d1elooat1on beoauae 1t IIOH gradually tranetorme our tex arate11. 

I!!!pOrtant Sube1d11U'Y Propoeala 

. I 

Avoid the taxation ot ind1Y1dUale beoauee tber are eubjeot 

to high IJ1.U"texee and cannot accWI\llate eurplue not wbJeot to i .nd1-

Y1dual taxation. It indiYiduala -et be texed, tex them on the war-

orotite, and not the exoees- prot1te, baa1e, because their inYeeted 

( capital cannot be eat1etaotor1ly determined. 

II 

Change preYi oue oonoepte ot inYeeted capital by alloWing about 

50~ ot oap1tal borrowed at real r1elt, beoauee equ1t7 cap1 tal 18 

entitled to a greater return where it 1e wbJect to a prior lien at 

borrowed oapi tal. 

III 

ror attiliated oorporat1one (with a etriot det1.nit1on ot 

att111at1on) allow ooneol1dated returns ae a pr1Y1lege eubjeot 

t o t be acceptance ot regulations 1uued b7 the Colll!:l.is e1oner. 

Con aider turther the neoeaa1 t7 ot eome oo11peneat1.ng ehe exemption . 
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Question 

Shall we adopt -

(a) The war-profits , or emergency-profit. , principle , 

adopted 1n Ebgland and 1n part in CMada, and which taxea profi ta 

abo'l'8 the pre-sergency level, or 

(b) The excess-profits principle , aclopted 1n our 1918 Act • 
'llhich taxes profits &boW a stated percentage or inYested capital, 

8% 1n our 1918 Act, or 

(c) A combination or both principles? 

eo-nt 

323 

(1) The trouble •rith tho straight 'llal'-pro£ita principle 1s tbat 

it will. not reach corporationa with a high 1.....,1 or profits . It would 

'firt~ exempt l!lley of our largest buainees un1 ta which had tm:.enae 

pre-emergency profi ta, and at the sue t11Dt, it wOIIl.d burden hea1'ily 

tbeir .ore untortlllllte competitors 'llhich ha'l'8 not done so well in that 

period. For example, J.C. Penney CooopanJ- is belieYed to han made a 

high return on its innsted capital. year attar year. 

(2) The trouble with the straight exceaa-prot:l.ts principle is that 

where the invested capital is large, it wi.ll peMIIit the escape or huge 

emergency profit. . For example, American Car and Foundry Co~ has a 

large 1m oated capital, but a low rata ot r ·oturn. It 110uld pay little 

or no tax .nn though ita profits increased p-eatly. There are a good 

• 
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MQJ oo.p.D1• which ba.,.. DOt MIM ....,h ot a ret111'1l on tba i1m1a~t 

tor ;reare 1 but 'Wboee profi te will be CH&tl7 illcreul<l bloauee ct tba 

detenae progruo. 

330 

(3) .l cotlbinatl.cm ot the t110 principle• •- eaa411ltl.al to 1 t&ir 

workable tax, - 01111 which will tap a ..,.,_ ot •l'I!!ICJ profit& and 

ueeaa protite 011 a broacl bate with a "'n1•• ot diatarti&Dce tc baa~a 

inftlltift and -.!&WI preparaticm • 

. · frnn'•le 

It 1a theretare propoeed (percentqe ficuree -~ illWitratl.ft) -

The tax aball a~ tc all profi ta 1ft ameoa ot the rata ot roto.m 

on inneted oapital which the oorporatl.on hu aotuallJ' realiaed 1ft the 

pre-e•rgency period, aul>ject tc two qu.alif'1c&tl.ona. (l) The OOIIPIIIJ 

aball be allOINd &D exaoptl.on ot not 1eao thaD 4 parceat ot ilmlatad 

capital, and (2) in 'ZIT caae, it tball ba aubjeot to tba tct oc 'llb&t it 

-.~tea aboft 10 pa...,..t ot inTMted capital. For aaple, (a) it tba 

c~ •dla an awrace ot S percmt on ilmlatad oapl.tel 1ft 193So-19)9, 

ita protite abaft S percent 1ft 19£0 will be tubject to tba tax. (b) It 

it adla &D anrep ot only 2 percent i n 193So-19)9, &D1 profit& in 19~ 

abf" 4 paroent will be aubject tc the tax. (o) It it ada &D...., .... , 

ot 1S paroent in 193So-19)9, the tax aball appq to &D1 profit& in 19~ 

in -• ot 10 percent. 
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1111.e ~ 11 .... sreater nmbU1tJ thaD u.. r1114 1918 .a..t. 

••'- ot 8 peroct reo&tlJ •UUMWcl 'bJ a-tor Ia Follnt., ..s 
1e oloeel7 alllecl iD priDoiple to the 7.11 peroct. ~~ of the 

1917 .lat. It. 1l1ll obri.at. ~ or1U.oia beoenM U...Wcl Npital 

1e not tile dT!!!nt factor, blat ....q tile l1r'Ht1on f--
the Wll ot PJ'P:NI....,_'I!&WWI-'TJ protl.t. aa a at~Ddard. IIJ' peno!.ttillg a 

reucmable oapit.albaU.on of PJ'IPI_.._.,g~wwsoey' e&J'Di:ap,it...,. to a 

CIJ'Win IIIC\eDt. aid~ b1cll protl.t oorporati.,_, blat bJ the·- t.oktln it. w1l.l ..... rr- -- bardabip- 11bicll­

iD.,..Wcl oapital, 'bllt.11b1cb elao ~ larplJ upon 1Dd1'fi«-! 

eot.rprile and altUl ot -c-nt. I t 11111 elao ca,.e 1eea ecoao.l.o 

dielocaU.on ~. U..,... ~ U.Ufol'll8 OU1" tax .,.t.n. 
!lrceae-protit. t.uaticm ot iDdi'fiduala 1boold be amdecl 

beoaWII t.beJ &J'I aUeeq anb,.ot to •ell biPer IUJ'taxea then 

t.be tax. a pplied t.o corpora ti..,. . lloriOftJ' 1Dd1 'f1duela, 1llll1loo 

corporat1o1111, 01m10t ac..-lat. awp1.ual hM hoe 1Dd1'fidnal 

t.uaticm. 

lre &N li'f111& tart.ber ct.aotJ t.o the •tter of ditfiJ'IDtietion 

betneo •..u.• corporati..,. &Dd •larp• OOZ1)0J'It1..,.. 

It a ~Ceral .,..,..10-pJ'Ctit. tax 1e -ot.cl, 111t.b tbe ateepl.J 

gracN&t.ecl rat.a wllicll ,.,.,. propoee, t.be pro'fi.S.ODI ot t.bl 

Villlloo-rn-11 Act 111tb J'llpeot to •-a-profit. lboold be 
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•eonpdw tor th• Stsrt!.en'• Diary l ulJ' 8, 1940 

J. coni'arence •• held at the llh.ite Houaa at 12t20 toda;r to cooaidar 

excess profita tax propoaala . There were prevent _ secr etar;r llargenthau, 

Asoiatent S.cretarr Sullivan, General Couuel Jole;r, Ronell Ma,ill and 

Randolph .Paul . 

Secretar;r Morganthau told the President that ha had. apent the nak-ed 

on the queatioD ot uceso protitatax lagialat1011 and .,. prepared to report 011 

general propoa&la . 

The President aa1d he 1lllllted to poillt Ollt ~ ho had uked Secretar;r 

llorgenthau Dot to illcludo Senator Harrison and Congrea..., Doucht011 111 thia 

meeting. Tho Presido11t aaid that the problem •aa s o im_,ortant he didn't 'IIIUlt 

to be committed to ~ apecitic proposal, either b7 looae t.alklng or by silence, 

until be had bad a chance to till.n.k tho problem thrO\Ijlh. The President asked 

to bave 24 boura before ha let the Secretar;r lcnow whore ho atood. The President 

said, •Attar all, 7011 b.eve been t:or)d.n;t on thie a t eo.,. length, and I u t.alt1n, 

it on cold.• 

Secret<uy llorgentbau banded t.ba President a _,randua (copy attached) 

11!\l.ch the President proceeded to reed aloud. llr. Paul and 11r. llogill expl.e1ned 

to the President the operation of the 4$ - lOll ro...ua, and atter • .,.. quest1011-

1ng, tho President ea1c1, •1 Ullderstand, and I tbi.nlc you ba"" hold of aoMthillg 

pr etty good hero. • Tho President aalcod it tltaro wore an;r loophol es such as 

personal trust coapeniea that might hove boon o1'8rloolced, llr. Paul pointed out 

that a trust doillg bwtiness waa presll!ltl;r taxed aa a corporation. llr. lolagill 

aa1d that a pretty good job bad been done on peraonal t.rusta in 1937. The 
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the bUtcane eb1oll n..-t flo-. tile 1937 ~tauaa bJ ~ llwce 

tbaa to • ._. w.p ...a -.c. c-it.tee. 

333 

~ Predd•t. Mid t.bat. be aa Mtuiied 1a prt••pl• 111t.b t.be ..._ 

tbat ba4 be-. -ked oat. 

!M Pree14eot. tbellrM4 tile wt parqrapb ot tile -..dua d., .... 
wit.b the repeal of the T.l..uaD-~ 4~. llecret&rJ 11arpat.baD M.14 tbat. be 

ba4 1111-. a .troGc ....,_teat a nc-lllla1Aat.rauaa ot t.be n ........ ~ 

.t.ct., bat. ba4 be-. ..n..o.d bJ a -...dla prepared bJ llr. Jol..e7 t.bat t.be .t.~ 

abould be :Npeal.ed at tM tiM ~ -~ an -. pratit.e t.aa. !M 

Pr••14..,t M.14 tbat be aa a Ut.t.la et.pt.1oal at tile pollt.icLl i.pucau..a 

ot wah a propoaal &114 uke4 llr. 1'oa7 to .-pl•t• hia r...... llr. Jol..e7 poiat.ed 

out t.bat. t.be TWOD-~ Act aa, ill atf•ot, an UOIII pratit.s t.u eb1ch1 

1t lett Oil the boob, ~ diaa:r1aillat.e apJ.Juot t.be ftrJ 1Ddut.r1N tbat ...... 

...,. -t ....ud. tor tile D&t.ioaal dot-• IJZ'OI"Ao llr. l'oa7 aid t.b&t a ...u­

- • prati.ta t.u ebaal4 be ..... t.e aD4 tllet. t.be •- prat1t.e prcrrieiaae 

.or t1111 n .......... !N_, 1 Act. ~ ao ,_.... be IIIM4ed. • PrM~ aid t.Mt, u 

a - ooW.4 be ..S. oat ftiell .._. t.llat. t.lla -. prat1t.e t.aa -wl ret=a 

S.O:NtarJ ...... tbela aid t.llat be aa at tbol op1D10D t.M.t. ... a ellow1Jic -u 

be ea4l ...a eua•et.ed to the Pree14eot. t.llat be -u ~~~~~~ to b1e a lfl91 at 

llr. J'olA7'• -·· ,... IJI4pa, 

1Mretu7 ...... t!laa tbea ea14 t.llat lie lied be.a ait.ed llpOD tld.a 

.onWac bJ • ~tt.M flo-. tile Mt'1Hr7 o ••1• at tile OI •en at •u.-1 

...... ......... ! ~ ...... ~ _._, veat8et be pna bJ ~ at !IJ Ioiat.iaa v..L-· _. pttplll ... ~ ... .....,._ 

Regraded Unclassified



allo-...cea to iD<Iuatriea Wl1Dc pri't'&te capitel tor plant tor;paUi
011 

tor 

natiODLl <let..,.. purpoeaa aDd wtliDec:t tU terM eet torth in the -

ra.a4IIJI aDd propoaec:t dfttt ot lecialation llllbal.ttecl at tha c<lllt<lt'ence. a. 

3J ~ 

then atatec:t tbat he he.d pointed out to ll:r. Bicc•r• that whether tha I'IDc•ll • ­

tion retund •• Charged up to tho 1l&r Departaent or to tha 'laT7 DepartMnt, 

it stUl oue out ot the rr........,. At thie point tha Preaid.nt interrupted 

&lid aa.14 tbe Oo.ermoont - tor thasa plante l()()Jt in IU1T BYent aDd he _. ...t 

ao 811l'a it wcW.cl not be better tor ue to co ehea4 aDd biUld tUse plante aDd 

lease t._ llllder --t contrecta aDd then .. could han thea llhara .. 

wonted thea. Be ratarred apeoiticall.7 to tbe .f.r1lor Plate plant ai Cbarlestoo, 

l!es t Virc1nie , which ia now leaaec:t to the C&roecie Steel Co"'""V and stated 

that recorda in the laat war ahowec:l that it •• INCh mre ecO!lOUcal aDd atia-

factoey tor the Cl<TrernMDt to own these plante. 

Seoretar:r llorcenthau then a poke ot the o.rrt.JlC .... nt that ba and 11:r . 

Poley he.d worked out in the case ot the Curtiaa-Wript CO"P"'V, aDd tU 

President aa.14 that he ._. 'l'i.l.l.1ng to co a.l""i with the •ch- either ~~ 

that the Gcrreraact build the plante and gi ... to the operat.i.nt CO"P"'V en 

option up to 10 JMl'l to FC!aae the plant tor coet leas recuJ.or deprec1At.1oo 

ratea, or '.hat the printe ~ borrow -7 trc. the ll.l" .c. to construct 

a plant eatiateetor:r to tha Govermoent troa the prooeeda and repa:r the loaa 

troa the ordera tor D&t.iona.l datenae wbicb -wl be placec:l with the CO"'""V 

b:r tU a-e..-nt, the Oo.ern-nt to t&lce title tbroucb 110rtcei• foreelooure 

1n the eTent or datault. . 

•--~ bebi.Dd attar tho othero latt to diocua Seoretar:r llorpnthall ,._......,.. 
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c 
~ 8, 1940. 

MP!!U!!11!1 TO 1111 PRIS''RX 

OaettiOil 

Shall - ad.opt -

(a) ~ ~tl.ta, or wrge!!C7::prot1ta, prlnciple, 

adopted 1D lnglmd and 1D part 1D Cal>ada, &Del wbich tazea protl.ta 

aboft the pre • •ce>c7 ltmtl, or 

(b) ~ e:zx:en-orotitt pr1Dc1ple, adopted in our 1918 .&ct, 

wbich taxes protita abo-.e a atated perc1111taae ot inwated capital, 

8% in our 1918 Act, or 

(c) A cOilbination ot both prinoiplee? 

Co.-nt 

33S 

(1) 'lhe tr<>llble rlth the etreight !!J':W!!titt prinoiple 1e tllat 

1t w1ll DOt reach corporat101111 with a b1gh lewl of protite . It would 

't'irt~ u.pt .m>;T ot our larpet boainea1 UDJ.te wbich had ~· 

~rcmc:y protite, and at the oau t.1Joe, 1t would lNrden beanl7 

t.M1.r .,,.. llll.fortm>ate c~t1tora which baft DOt cioM eo -u 1.D that 

per1.cxl. For ex&IIIPle, J . C. P8111181 Colll>&n7ie bel1ned to ha"fe ...W a 

high return 011 1te 1.11veeted capital 7e&r attar ,.ear. 

(2) ~ trouble rlth the atreisllt mau::protite prillciple 1• tllat 

where the inn eted capital 1e larc&1 1t rlll pend.t the eeoape of huge 

Wll'piiO)' protite. For uuple, .ber1can Car and foundr7 eo.pt'V baa a 

1arp i.Dfteted oap1tal, but a J.cnr rate of return. It would P87 little 

or DO tax ..- tbough 1te protitt inoreued veatl7· '1here are • &ocxl 
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-2-

aliT o...,.mae wbich ban oot ...S. IIICb of a return on the ill'fea-t 

for ,......, bllt wboea prof'i te will be paatl.J 1.nareaeacl beca1>11e of the 

dafenae prograa, 

()) 1 cooabtnation of tbe two principlee •- aeaential to a fair 

worlalble tax, - one 111rl.cb wUJ. tap a..,..,_ or er&!!lCY prof'itl and 

ex.cau prof'ite on a broad baaa with a wlns .. w or d:l.etart.nce to bu:l-• 

Propoaale 

It 1a therefore propoeacl (percentage tlsar- •relJ' W...tratin) -

'!he tax aball apply to all prof'ite 1D neue of the rate of return 

on lnnated c&pltal 'll'bicb the corporation bl8 actllall7 realised 1D the 

pre-eMrgenC)' perlod, subject to two qi»JJ.f'icatlcna. (1) The ccmpa~~J 

eball be allcnoe<l an """"'Ptlon of not 1a .. • than 4 percent of ill'feeted 

capltal, and (2) 1D uq cue, it eball be aubject to the tax on wtat it 

.Uee abon 10 percent ot ill'feetacl capital. For uup1e, (a) it the 

cOIIpJI;J' .U.• an a~ of S percent on ill'feated capital 1D 193s-19)9, 

ita prof'ite abon S percent 1D 1940 will be subject to the tax. (b) It 

1t a.S. an anrqe ot onJ;y 2 percent 1D 19)s-1939, an:r prof'itl 1D 1940 

abon 4 percent will be aobject to tba tax. (c) It it ..S. an anreae 

of 1S percent 1n 19)S..l9)9, the tax •ball applJr to an:r prof'i te 1D 19t.D 

1n ex.c .. e of 10 percent. 
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Tld.l •c"- &1 .... greater na:l.bl.llt;J than the r11Pd 1918 Act 

ec"- of 8 percent recentJ.7 eu,gpated by Sellator La follette, eel 

ia o1oeaq ellled 1n principle to the 7~ percent ech- of the 

1917 Act, It w1ll obnate ...,h oriticiaa beceuee i.lrreeted capl.tel 

i.e not the de-' ""nt factor, but Mraq the 71 _, taticp. factor upcm 

the 1111 of p~ profit. u 1 atandar<l. s,. pemitting a 

N&aonable cepi telbation ot ~l'!IJ>C7 earnings, 1t ~ to a 

certain ll<tent aid pre ••"B•DC7 bil!}l profit corporaticma, bu.t bJ 

the .._ tolr.11D 1t 'll'ill - h<a undue b&rdahl.p concema which 11111 

iJrreetad capital, but which elao depend 1&1'1'17 upcm l.Jldhl.duel 

enterprise and alr.ill of M.Dage~~aDt. It w1ll elao cellft le .. ecODCIII.c 

dl.elocetion bacauea it 110re graduelq tranefol'IM our tu ayet.. 

Exoaaa~profits taxation of l.ndhiduela ebould be aTOidad 

becauea tbe7 are ~ subject to 11110b hl.l!}lar aurtaxee tb1ID 

the toea applled to corporatiOM. lloreoTer indiTl.dualo, unU1r.e 

corporati<ma, C&DDOt ace-ate ourplxlaee tree h<a indl.Tiduel 

tuetion. 

We are pTiJic turtber atud;r to the M tter of dl.fferentiati.., 

be-"" • e..n.• corporati<ma and •1arce• corporaticma. 

u a general exceea-profite tu 1a aD&Ctad, with the •tee~ 

graduated ratee whl.ch you propoaa, the proTial.ona of the 

Vint~on-rr.-11 Act 111. tb reapect to axceaa•pro!ite oboul.d be 

/ 
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OR.lY 

tP.&RtB) 
La Bourboulc 

Dated July 8, 1940 

1J3 

7 
Rco 1 d 10:25 p .m. 20th ' 

Secretary of State, 

Washington. 

35, July 8, 9 p.m. 

Baudoi n told us today with sa tie faction that Ao­

baasador Noel is proceeding this evening to Paris, 

He heads en economic delegation of French •xperts who will 

meet competent German authoritiEs i n Pari s for a 

d i scussion of ways and means of rcsuming relatively 

norr~l oconomic acts with especial referencc to 

transportati on, food supply and r<fugccs . 

Baudoin said the French arc pleased because thc 

t crua of the ~istice do not contemplate this procedure 

and he feels this concessi on by G~rmany augurs well 

for t ho: f uture. We gatherod from Baudoin ond otbl:ro 

with whoc we talked that there i s a widceprccd eogcrncee 

on the pGrt of n. gru1.t many in the Gov•rnccnt to rEturn 

to Pari s os soon as the Germans wi ll permit such action 

in mann~r compa tible with what ever dignity the present 

French Government believes ncocesary . The procedurE 

via the Wicsbaden Comui ssion is painfully alow. 

Baudoin 
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..... fll hJ:t 8, I p.a. ~- (PWI) Jon Bourboub 

........ adlk4 'he.' rCNrntu, Oonruor of tu ~ 
ot r'l'QDOc bod. not ye t 4&po.rt1:4 bu' tbnt he lllicht lca.n 

for Po.ru 

BULLI'H 

no 

340 
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(COPI) 

JlJl.y 8, 1940. 

lq dear lb- . Seeretaeyr 

In connect ion rttb tho adminbtration of Executive Order No. 

8)89 or AprU 10, 1940, as at!!ended , thia Departaent is currentl,y 

receivi llll a aubetant ial nu..ber o!' applications ~or lieenoe& • !Ucb 

would pensi t the tran.s~cr t o llor.,.y, and tn a •ew cases to the 

othor coun tries covered l>'.f aucb Executive Order, o~ "Un<!o belo~­

ing to pereona residing i n th!J co\Ultry , wblc" tunds ue to l>e used 

•or the aup;>ort of relatives and friende in tbe countries covered ll)' 

ouch Executive Order, I n oost of thAI cuoea t be ruao\Ult to be uent 

to 1111)' one peroon is not l n exce•• or $100 per month . 

Thio Depart.Joent would o.pprociate receiving thAI viewo of the De­

partmont of State with respect to t !>o liccnuifll: of aucb tra ouctiona. 

Ver7 truly yours, 

(SJsned) D. fl. dzl.L 

Acting Secreto--y of the troas~. 

The Honorable , 

Tho Secre tal')' of Stete. 

3ttl 
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COlli' I m:l7riAL ro!t Y01ll! Wi'Oru<A'I'!Oll 

July 8, 1940 

To: The Secretl\ry 

From: ~lr, Young 

On Kerch 2lot, the Stete Deo.rtDOnt locued an er>ort 
llcenoe for 10,5<)(),000 ro'llldo of 9 ,.. !'nrabellw:a cnrtrlcl(;eo 
DMU!I'\c:tured by Yineheste::o for the Swedlah Gover~nt. Cn 
June ?th, the StAte Dey~~toent tarued &n •~ort license ~or 
12,600,000 ftddl tiona! rounds of tho '""'' cnrtrlcl(;eo IIWIU­

fftetared by Winchester for th~ Swedlah noverncent. 

or tho 23, 100, 000 roundo ordered, 17.000, 000 r oundo 
h~vo not yet been delivered. At the pro aent time, there 
nro 3,250,000 rounda, coapr1 e1n(, \625 •~••• • on Pler 24, 
llr oolclyn , rel\d;r tor loadln.; on tho S"odloh ohlp Voll- llll6JliU' . 
'l'hlo ahl:>,..nt Ia bein.:; lol\ded by tho llov York Dock CollmMY 
nnd 11 nddreased to the Government ot Svoden. In Addition. 
f.\.."lOthor lolld of a-o,r o,;i mf':tely 1, 500. 000 roundt !a plrardy 
"'t\Ckod .a..n.d a.vait~nl; shi:>cent at the V!ne.hoa~er wa:-ehouee e.t 
~:ew Rn.vs.n. 

fhia a1zo ~tlon la deal&nacl for S:~~lth & Veeson 
9 C::l Qt\Chlnn .;una and for 9 ~ ")lstola. It &lao !'its tho 
GorQAD ~or pistol. Altho~ th lo &:ZUD itlon Ia not used 
'by tho United Shtes, It h uoed b7 the 3rltllh, Md t!:.e 
lnttor la ver"'" anxious to hold un or dlvert thia lhl,O-!nt. 
In ~ddltlon, tt ~~auld be noted thr t thla order for t~e Svedloh 
Goverrucent , nccord!n.g to info:-IIIJlUon turn1ahod ::te by the A.nglo­
:l'Tench PurchMin;; Soerd, 1o de!1n1tftly olo,..ln:; dovn production 
on British orders ~ l8ced vlth Ylnche•ter. 

In ~ccordnnco with yoar instructions , ~Aall HAr~it hA,a 

boon 8ekod to dolny the loAdi ng of thlo ~ltlon pending 
further dlecuoaion of the ~~tter. 

• 
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Del1Yer1ee ot .U~lane l:ng1nea 

: XotUil : Eetlmated 4e11Yerlee on 
: de11ver1ee : eX1et1ng ordere 

Januarr... . . . . . . . . . . . . . . . . . 10 
l&a)' l - 23.. ... . .. .. ..... . 10 
KAT 24 - June 1. .. . .... . . . 4 
JUne 2 - 8 • .• .. .... ........ 

June 9 - 15 • ... . .. .. .. .... 
JUne 16 - 22 ••..••..• . .. . . 
J~e 23 - 30 •. .. . .• . . .... . 
~ne 30 - Jul7 6 •.. .. . . . . . 

Jul7 6 - 31 • ... . . . .•...... 
Aug\lat • . . . •...........• . .. 
September • ..••• . .... .. .... 
Ootober • .•••••••.•. .•• ••• • 
November •• • •••••.•••••. . • • 
Deoember • ••••.•..• . •• · • • • • 

Ja.nuary • ... • • • · • • • • · · · · · • · 
February •• •••• • • • • · • · · · • • • 
lla.rch • .•••..• • •• .... 0 ...... 

April • ....... · · · • · · · · · · · · · 

Jla.Y • ••••• • ••••••••.•••.••• 
June • .... . • · · · · · · · • · · · · · · · 
Jul.7 • •••••.••.••.•....•.•• 
Aug-ust • • •••..•. · • · · · · · · · · • 

Septe11'ber • ••.••. • · · · · · · · • • 
October • • •• · · · · · · · · · · · · · · · 
November •• • • • • • · · · · • · · · · • • 
Deceal>er • . • • • • • · · · • · · · · · · • 

1942 
Janua.r)" • .•••...•.•. 0 0 • 0 •• • 

rebroary • . ............. . . • 

s 
ll 

g 
6 

Orrloe of. the Bioretazr/ or the treasury, 
D1Y1e1on ot Reaearoh and Stet1at1oe. 

~~ 
310 
351 
331 
332 

25 
21 

July S, 1940. 
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.... am"'"W•t w m .. 

"u.. nqun ttl • · a..w os.--. ot u.. ... urtuaa 11114 ......... 
ocoo:=•..,."'•MiiS~ ... ~ ·~~ a -\Sal sa •· 1.eae . ........... otn .. 
• - llooarcl 11111141 11C f1ooa ' P .1 . to 4• )0 P .11., ~ 
at\al n, 11117 2, lt&D. ._. ._. ,. .. , \ a\ Ulo ..U.C •• G! a ¢1fl 
•-:- "'O..S~mw I •••-• • lfr. l alla .. , antneat to -JIHi-=., 
I • -· ar. ~. - h\ -w ~<1\11 u.e a....nu ..... ' , 1 c-s..etm, ... lr, no,..l OCa . 

,._.. _. a 1~ u-eloe ot U.. lao a...S repl&Uou ra1au ... 
"- .. ,..ueum ... -"-1•- ...._Uou fer 1- to - -· 
lr. r...e me UUol .... ._.. ~ t~""7 n~ couicler a pro;>oaal t• 
artU.. ot t u.. _, ot - ta.Usu ee Sa eq-.1 lu\Alt. ... u - e 
tovr~ .-t.M _._ Ule Sac- \u w. h r epl1ed tbat t b1t • Ollld 
•' 'lla peeeUo1o ...... ...S.n\Sal 1aa ""\ U.at U.e ...... \Dry ot U.. ,._....., 
b .. t •••ell e\ e swae• _,._ ... _that U.e Tr .. "''7 ••• et~IIC m 
- protl\e Mil ... la U.. t -u• ...,.ld t\11111 ell -...euoan 
tor ntNOi'dlaalT -nsrauoo all-•· He .too oa U .. -41llt e\t.enUO!I 
nt ta.- '""-' \o tile ... ,..,, ot tile C:O.•••• c-s t- ·~~~ U.e 11Jo 
Cooaell\eo wt11elt 1D •-l Un1pproftd .,r tpec le-\ oaort.iaatloo aU.....,ceo 
r ....... u. t..Ul\San aad to \he J'OilUM on 4epi"'o1al1o:> talt., I')' the 
.,_,.. ud ._, c:-1\t.e 1c 19)4. 

1lllo .u-oioe t- tun>o4 tD tlle plan n! t'i .oauoize the -noa 
ot Jlaa\ t'MWU.t a ppvuo4 1a pr1ndple I')' C.era\At')' llo,....,u.a .. , llr . 
ra.~- .... .. ~ •. ~ - · -·1d ..... tltO al..--e«>oudl ... _ ....... 
Sac .... - · · e ... __ , ot \he plea. n - · 0001 , I br ..u pro-t. 
lu ··=· u .. t lt. ... ,..,.., &t.t.r.a.o:t1• • to ;r1nt:. ® u.tz7 . 

.. 
Regraded Unclassified



, 

.. 
• 

CLiuob 7-2-40 

·•· 

\ 

}, 
\ 

• 

Regraded Unclassified



cross 
Section 2) of the I ntemal Rn~nue Code (relating to deductions troa 

income) 11 amended by inserting at t he end thereof the Collowi"l!• 

( t) Al!lorthation ot Cost or lletense Fac11Hiee I etc I 

(1) llh•n nsed i n t his secti on , unless the context otherwise 

requires -

(A) "l'lllergency fa cUi ties• Jte&ns buildings , cact.inory 1 equipooent, 

" r any o t.her cap1 tal 1ttproYements 1 

(B) "Constructed" means COMtruoted, erected, conver\ed, installed, 

or a c(\uirod . 

(C) "AdYioory Coa:dssion• oeans t he AdYisory Cca!duion to the 

Council of Sa t ional Do!ense. 

(2) In the caae of emergency facilities constructed on or after 

Septeaber 8 , 19)9, necessary or desirable n the i nterest o! national defense, 

ond during the contJ.nuanca ot the •ert~eney declared by the ~aident on 

Se j>tember 8;- 19)9, the taxpayer aay deduct for llliiOrtlzation of the coat of such 

emergency faci lit\ea an amount equal to the coot thereof, or of the coet ot 

construction, aa the A4• iaot) eo• 1! oion IMY detemine, llhich U!OUnt the tax­

·~yer M y allocate over any period , coanenci"l! froa the dete ot construction, 

r.hich does not exceed the estL..ated nomal U$e!ul U t e of such emergency 

raclliti ea, at a rate not exceeding 2S'< of ouch cos t for •.he firat taxable 

year, SOll for t he tirt!t &nd second tsxable years , and '7S% for the first, 

second and third taxabl e },.ars; proYided that any deduction ao nade shall not 

thereafter be rarlsed by the t.axr-yer 1 except as provided in paragraph (4) . 

Deduc tions r.ade pursuant t o this section shall be r e n ccted in th~ tupayer'• 

books or account, in hie reports to ahareholdora and in his reports t o any 

govemun t.al agV>cy. 

(J) This section shall not apply unless prior to the construction 

of such eurgency facilities Ute taxpayer has obts.Lnad a certificate trom the 

Advisory C<nmntse1on that such emergency faci lities are necessary or desirable 

! r. the 1ntere t of national defense du.'"ing the emergf!ncy . lf ouch emersoney 

faei litJ.es h ... e been constructed prior t o the issuance of such certi!ieate, 

the AdYisory CCI!Ziiesion, i n its dtacret1on , uy certl.!y t-»at aucb e""'rsency 

facilities shall be within the scopa or this provisi on. 

( 4) It the .,..rjlency declared by the Pres ldent on Septe!!lber 8, 19)9 , 

•"all be ended before t he expiration o! four taxable yea rs, the tsxpayer, at 

his option, shall be entitled to re-allocate t he a110rt1zat1on o~ the cost of 

euch e010rgency racili tiea over the period between the de te of c onstruction and 

Ute end of t M e..,rgency, 

(S) The aaortJ.u.Uon allowance herein provi ded shall be lncl u:>1Te of 

depreciation but exclnsi'l'c or &cny other allowable deductions proYic1ed for under 

the .. arions Chapters and Subehapters of tho I nternal Revtmue Corle, a:>d shall 

be al101n!d as a deduction in deten:dnins; ne ~ ~ nco:>e subject to i ncome , ueess­

pro!it.a, and other taxes thereunder, 
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DEPARTMENT OF STATE 

WASHINGTON 

July e, 1940. 

The Secretary or State preeente h1a oompl1mente 

to t ha Honorable t he Secretary o r the Treaeury, and 

enoloaea one copy or telegram No. 1646 or July 6, 1940 

(ln paraphrase) to t he American Embaaay, London. 
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!01 Aaer1oan hba .. J, London, England 

DATI:: Jul7 6, 1940, • p . a. 

JIO. I 16411. 

FOR AKBA.86ADOR KZNNJ:DI. 

Reference 1e made to telegram of Jul7 6, 3 p.a., 

No. 2028 from the hbaae7. 

Cona1derat1on 1e be1.ng g1Ten to these aettere and 

next week turtbtor co .. un1cat1on v1ll be telegraphed to 

JOU. 

HULL. 

EA: LW 

... -

-.. , 

34v 
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/' 
(llecol •ocl at 2•50 p.a ., Jul.T 11, 1~ IIJidor ~ 

COYor tit a p.-ooul lottor froa llr. Ploo•t , 
Pl~~aelal Couulor tit tba hlthh •~~au7 
t o llr . Coebru ID tba hoa....,. .) ' 

Pla .. e 1n1'ol'lll Secretor)' of the 'l'Nall\ll'7 tba\ 

al'NnpiD8nta ref erred t o in Ill)' telegr em un4er referenoa are 

near~ OOIJIPleta, 'l'hey onnaaga aetabllebuent with Uni tad 

Kingdom banka ot "Regiaterad Accounts" 1n sterli.ng in the 

n- ot Oni tad s tates banlta , through whioh tor tbe tuture 

~nta will posa at orttcisl rate; Bank ot England will 

tum.J.ah dollars at t hat rota aeo1net oterUng f l'OCI ragiatere4 

aooounta. Part or tba acheme will be that attar the 

eatablia!Dent of t besa •regist ered accounts• we ahoUl4 lUke 

raBU].ation t o prennt any i'Ul'thar BWDa baing cre41ted to 

tree atarling accounto ot Aulat'ica n reoidente except inaofar 

aa ia naceaaary to 1'1111:'11 tho exioting collJllitmenta and 

except tor tranofers fi'orn t ree storlinH account ot ono 

American t o that or another Al.10 rican. ?.xlating rroe 

aterlins balcmces will bo availabl e tor exiot i nn collJllitmaz&a, 

tor peJmente within sterling area except tor axpcrta and hi' 

J)87Manta t o countries with which we ha ve no pa..,ant arransa-

manta. Attar 11qu1doti on of ouch balances all Pa:JlUDte 

will paaa at official rata by purchoac and sale to our 

control or t hrough reg1atered accounta. s t erling in 

regi stered accounts will be avoilabl o to pay f or goode trom 

aterling area. 

11e propos e to put the acbeme into operation 

wey ahortl¥, and would be gl od t o know it he would like to 

JUka any obaervutiol'lll on it. 
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c TREASURY DEPARTMENT 

INTI:ft OI'PlCI: COMMUNICATION 

DATt oT-.lT S, 19llo 

STniCTLY CONF IDENTIAL 

J.t 12:30 on Satur4aT oTuJ.¥ 6, I roc:el.ndlroa V1co Preel.dtllt Sproul ol tbo 

Federal ReaerYo Bm1k o1 • .., York tho attacbocl ••or&D4mo _ .. U~~t: parec-apbo lor 

1neluo1on in the letter to be written by tbo !ritiob Aabaaoador to tbo Socrotar,r ol 

State reprdii)C llio 11aJ11ty1 1 Oonraaont accou..to v1tb tbo Jodoral ReaorYo J!ank of 

liev !orlc. Shortly balor o tb1o hour, ICr. Pbo11nt ba4 talenhonocl •• that be bad r.­

cei...ct a copy of tb1a a-.or~.DdUII, in accor4uc:o rltb tho ur&~~«•ent whicb bad bee 

made tho precoclU« onnill4; by •• rltb llr. Sproul. I told Mr. Pinoont that I would 

read 1t over t h o veelcelld and that vo could 41acu .. the docucent tcda;v . 

. U 11:00 tb1a aorni.~~& llr. Pboamt talophonocl ae and uproued bit unlulppinou 

onr t ho m011oranclWD. He bad anticipated, lollov1114; b1a connroation v1tb •• and 

allo &I reoult o1 a telephone call whicb l!r . Sproul ba4 macle direct to him on Jridq, 

r a ftf7 brial parauapb re<!uiri~~t: no ralarcce back to London. 

"- Pillaant leola that tbe paregrs;pba at 4relted b;v t ho Federal •CUAt to a reotate­

u nt of t be mltaat;e aont ftoa London. l'urtbermore, tbe llobaoq baa no lllltbority to 

make tho atatuenh enrtaa«ocl in tbo dralt. Pillaent atill tblllka tbe cOIIaUAicaUou 

t hat baa be.., rece1Tocl lroa London obould be entirel;v adequate. He vUl nco..,ud. 

to bia Aabaaaad.or apl.nat oolldi~~t: arq letter ol tbla t n>e t o t bo Departunt o1 State. 

PiAotnt io prepared at once to aolld a letter to tbe State Department t o t be otlect 

that tbe contento ol t he note quoted. in tbe cablecr• are ill accordance vitb the 

lnatrucUono rece1Tocl by t ho llobaoq frGI> LoDdon , ancl t ho llobaoq rlll eolt that 

note be aent to tbe Jocleral Reoern !anlc. 

Pillaent poillted. out that two or throe voelta baTO elreed,'r been l oot tbro"41:11 the 

?ederal'• aotieulouo uaaination of tbe arranc•onto, and be conaidero that the 

Federal ReurYe Bank rill be r .. ponoiblo for further delq if it 1no1oto on preael.~~t: 

tho p oint coTerocl in tba drelt docuaont. Pin11nt bopoa tbo J'oclorel rlll f:O &bead. 

and conclude t be &rrOJlCIIaODh, ooti<1Zif: later &llT further elucidation wicb t bq lilT 

! eel 11 oantial • 

. A\ 11(30 I telopbonocl llr. Sproul, roporti~~t: Pinoent•o reaarlta to "' · I ad.ded 

that I -• ot the op1n1on tbot Pina•t would not incorporate tbo J'ed.erel' • auct;oa­

tlono 1n an •baaq letter to the Dopartaent of State. If be !ailocl t o do tb1a, 

the J'oclaral would then pre-blT haTe to baTe t he •tter reopanocl rltb the Britlob 

Oo•erJl.llont, oitbor t bro"41:b diploaatio obannola or tbo !anlc of ~Deland, it it inoiata 

upon tho further otat•-to aa dreftocl . llb1lo appreciaU~~t: t ho doaire of the J'oclerel 

t o uoo .,...,. ea!_.-1\, I a;preaaocl tho bopo that ito L-eal Dopart.:ent would uort 

.. ..,. etlort to tac1litato tbo concluaioo. of arranc•eo.to. Sproul tol4 •• that he 
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wov.l4 hke the •U• liP ecaill with hh 111117•• all4 wov.l4 4811 ae 'back. Ia oloolJIC, r e44e4 that I \bo'QCII\ hh leW7ero 11M be e •Ur~ •Uott.a wUII the ......_ ... 
vii• tho!T -t u •• Aqe - a ant\ lethr for ,... 117 the ~ of 1\ete. Spr oul IICJ'ee4 \bot \hh wa a reop..W.C of the •U•. 

llr. WaU• Lepa oalle4 •• at lia)O tloh aft-- rd'erre4 to the oo-ea­Uoa vllloll llr. 8proal be4 be4 w1 \h • earlier 1a the 4aT. llr . Lop.ll po1ate4 ov.t that the •-raaba 'IUIIler rd'erqoa relehe olllT to •ercaaq -thorlUae. I\ bae II0\111ac t o 4o with the -eral queUoll of traad'ar froa the Julc of llllcl...t t o Oo•*'•­accou\e . Colle~ the J'e4~ h ill a poi1Uoll to CO ab.a wltb \he ear}T tnllo­!er ito all all4 pref•• \o 4o thh """, •4 work ov.t lehr 41ta1h ill r_.-d to \be 
••PJ~CT a'll\horU7. I ••.a b1a 1t I wae free to tell Plaeellt t hh 4eoh1oll, all4 wae illforae4 ill the atflraaU n. 

J.t 5:00 I t!Poka wl\h llr . Plaoet .a P'" hill the abo•• iafor-u oa. Be aa14 be woul4 iaM41at~ procoe4 wlth the •...a.t.Dc \o \be Depart-t at 8\eto at \lao l itter 
vllich ho 11M alree47 4rat\e4, .a WO'Ill4 at tho -• Uae wrUo Urect17 \o tho J'eli~ a. ....... lllalt at llov York aalliDC a l'llCCIItloll •• t o worklDC ov.t the 111l111q'lliDt 4a\ello 1a reprli to br1DC1111C t o effect the •ergeaq a'llthorlt7. Ptueat proal.eeli to o...a • a c0p7 of hh lotter t o the Dlpartact of State u4 of hlo co.,...icaUoa \o the 
7e4eral 11.11..-... Julc at llov York. 

c 

STCli CTI Y CONFIDENTIAL 
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.Tuly ,, 1940. 

IVOGU!ED PAJIACilAPU roll mc;g~· II L&nD 
n o• BJ\l!IU AllaU8ADOa TO s . ABY or etAn 
UCWU>UO Bl8 JIUUft l l OO'RlmiD'r ACC01Jft8 

!lD DPR'L "'RD D'R or •a mw. 

Boforrla& to &D4 contlratna para1raph ( I ) of tho note 

troa Ria lllaJ .. tT'• Oonrnaent quoted 1D cable lo. 1"2 datecl .r-

20 , 1940, roco1Yod bT tho Secretary of State troa tho Aaerloan Aa­

b .... dor at LoDion, I aa tnatructecl by Bl a KaJ .. ty' a Oonn.eat to 

adY1ao you aa follow•• 

!he autllor1 ty of the Bank of aq.l&Dd to operata Bb 11'1-

t&JU11c lllaJ••tT'• Ooyornaant ClllJ'r ont aoco-t e~, Bla lrl~e .. _ 

J .. ty1a OonrDant ClllJ'rmt aocoiiJit •o•, Ria lrl~c hJ••tT'• 

OoYarnaet apac1&1 accoiiJit •.t.•, &114 Bl.a lrltaanic hJ••tT'• OoYora­

•••t lo, 3 aacoiiJit, aay be oaaoalod by Hia KaJoaty1 a .t.abaaaador at 

Waahlnaton or by the Couaaelor to the Br1t1ab Jabaaay at Waahi.Datoa, 

or by either ot thea, luch oanoollation aay be ottoctod by a ao\1t1-

cation addr oaaecl to the Federal lleaer To Bank ot Jew York or t o the 

Proa14eat t hereof alpecl by Ria lllaJ ea\y' • .t.abaaaador at Wuh1D1toa or 

by the Counaolor t o tho Brlthh labaaay at Waahtnaton tn au1Da1;&a'U.Iu.J.y, 

tho followln& forat 

•1 han tho hoDDr to notify you that the authority 
of tho II&Dk of ED&l&ad to operate Uw aocoiDlta with tho 

Fodor&l loaoFY• Bank ot low York 1n tho aaao of 81a 
!lrltalmio .. Joaty'• Oonrnaaat ia e&n&olod, &114 Uwt tho 
OMr&anay lipiD& prooodlu'o 1D foftr of 1 &Dd the power aDd 

nthlwity 1rantecl to, lb hJ .. ty'a .t.abaaaador d WaahlD&­
toa ud .r, .t., C, Oallorao, &114 aay poraoa or poraCina lllwl• 

they or oithor of thea aay 4oaiaaata, to opera\& B1a ~­
~· .. Joatyta 0oYOraMDt ftrrDt U C011Dt ~, 811 Jlr1-
\lmalO .. Jaatyla (leyo,._t OIU'I'Or&t aOCOIIJit •0•1 &ad 818 

!lrlu.ale .. JeatT'• Oonraa•t Jo. 3 aocoiUitt nll •-
la\o foroo &D4 offod upon tho roco1pt o f thla not1t1oa­
Uon, h.- &114 attar Uw r .. eipt of th1a noUflaaUon by 

Uw rodor&l Jlai&FYO Bank of lew York, Uw poraou horo\o-
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tore authorised bT t he Bank ot ~Deland to atcn 1n ita 
behalt, with respect to operations 1n Hi s Britannic 
ll&Jeatyt a Governaent special a ccount •A•, t.re author­
ised by and 1n behalt or Hia Majeatr' • Government to 
operate said account, • 

lttective on and attar the receipt by t he Federal Reserve 

Bank or Jew York or a notifi ca tion addreaaed t o it or t o its President 

sianed by Hh lla j .. ty1 s Ambassador in Wu hington or by the Counnl or 

to t he Dr1t1ah !abaaay at We ahin& ton i n substantially the form QUoted 

above, B1a llajeaty' s Governaent has aranted to and conferred upon 

His llaj eaty ' a .U.ba .. ador 1n Wllahinaton end J. A, c. Osborne, actin& 

j ointly or dncly, t ull power and author ity 1n its bebLlf t o make 

payments and withdrawals rroa, and otherwis e t o operate, Bta Br itanni c 

ll.a j eat:r'• Government current account •r•, His Britannic lleJut:r '• 

Government cur r ent account •o•, and His Britannic M~Jesty' s Oovern­

loent No • .) account, and to deleaate t.o any peraon or persons whom 

they or eithe r of them may designate full power and IIUthority to aalte 

payments and withdrawals f r om, and ot herwise to operate, such accountS) 

and also ettecttve upon rece i pt by tho Feder al. Reserve Bank or Ilea 

York oi such not ificat ion, His ~ejeaty' s Government has grant ed to and 

cont erred upon t he persona there t of ore authorized by the Bank ot En& 

to stan i .n ita behalf, ~ith respec t to operations i n ~· Britannic 

Ma jesty' s OovtrD!IIent special account •A• , full ~ower and authority 1n 

behal t or Ri a Ma j e at :r'• Gove rnment t o make payments and withdrawals 

from, and otherwise to operate, such account. 
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R.M.Jr: 

Sen. ht 
Barriaon: 

H.M. Jr: 

R: 

R.K.Jr: 

H: 

R. k .Jr: 

B: 

H. M. Jr: 

B: 

R.M.Jr: 

R: 

B.M.Jr: 

B: 

B. M.Jr: 

Bello. 

Hello, Henry. 

Hov are you, Pat? 

July 8, 194o 
J:JO p.m. 

I'• all right. I got your aeaeage about 
a aeeting in the aorning. 

Yeah. 

Well, tell me, have they made any progreaet 

Yee, ve have. 

You have. 

Well , ve eav the Pruident today and gave 

354 

him a memorandum and he eaid that he thought 
it vae along the line that he'd like to go 
along and he aaid to aek to aee you and 
Doughton and Cooper and it you were aatietied 
or whatever auggeationa that you made, that 
it you viahed it, he'd be glad to meet with 
ua at a time convenient to you and to Doughton. 

Well, nov, what about in the morning -- it 
you've got to that point? 

Yeah. 

Do you vent ae to bring anybody alae up 
there troa the Finance Co.aittee? 

Well , anybody that you'd like to. Who 
would you like to bring? 

Well, what I would do, I'd -- Xing ia next 
aan to me and George -- ot oouree, they're 
on th1a Joint Committee. 

All right. 
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H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

R.M.Jr: 

R: 

c H.M.Jr: 

H: 

H.M.Jr: 

R: 

H.I!.Jr: 

H: 

H.I!.Jr: 

H: 

H.M.Jr: 

- 2 -

So I think I'll ask them. 

Wall, 
Do you mind oomlng to my oftioe or would 
you rather have it up at your place? 

No, no. It' s early in the morning and 
you've got them all there, haven't you? 

Yes, that's right. 

Huh? 

Yeah, they'll be here. 

Is Doughten going to be there? 

Well, they've phoned h1m down to North 
Carolina. 

I see. 

35.:: 

And h1e ot!ioe has phoned him, but Cooper ••..•• 

Because I'm leaving here Thursday to go to 
Chicago. 

Well, Cooper will be here. 

Uh-huh. 
that you 
Xing. 

Right. 

'iell, I'll aek George and tell h1m 
asked t or ue to come up there and 

All right. 

Thank you. 

All right , Henry. 

Thank you. 
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H.M .Jr: 

Jere Cooper: 

B. M.Jr: 

0: 

H.M. Jr: 

C: • 
B.M.Jr: 

0: 

H.M.Jr: 

0: 

H.M.Jr: 

0: 

B.M.Jr: 

C: 

H.M.Jr: 

0: 

H.M.Jr: 

C: 

Bello. 

JulJ s, 194<> 
3:32 p.a. 

Hello, Henr7. Hov ere 7ou? 

Oil, wonderful. 

( W.ugha). Well, tb.a t 1 a good. 

I'•• got a nev alogan, 

Well, tine • 

A tax bill a da7 keepa the doctor ave7. 

Well, all right, 7ea. That'• a good slogan 
all , right. 

Jere, the reaaon I'a oalli ng JOU -- I don't 
th1nk Bob'• going to be here tomorrow, eee? 

Ub-buh. 

356 

And Pat Barrieon Juet called up and told ae 
that he vee bringing Senator ling and Senator 
George toaorrov. 

And 1r JOU were there, I 414n 1 t know but 
a&Jbe JOU a1gbt want to bring aoaebod7 alec. 

Well, I Juat don't know, Benrf. 

Well, I don't know vbo'e on JOur Coamittea 
but ••••• • 

I oan bardlJ aeleot one or tvo -- I'•• got 
aore. 

I -- nov man7? 

I ••1, I can b.ar417 p1 ck out one or two 
without p1oking out aoae aore or thea or 
a&Jb• all or thea. 
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H.M.Jr: 
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H.M.Jr: 

C: 

B.M.Jr: 

0: 

H.M.Jr: 

0 
C: 

H. I!.Jr: 

C: 

H.M.Jr: 

0: 
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Well, I cUdn' t vant you to wallt 1n here 
tomorrow and aay, well, Vhat the hell are 
ling and George doing here -- wh)' didn't 
Henry not1ty me. See? 

Uh-huh. 

And I'll leave 1t entirely in your good 
hand e. 

Well •••••• 

I mean aa tar aa I'm concerned, I don ' t want 
anybod,y but you. 

Well, I don ' t -- I talked to Bob just before 
he lett and he didn't expect to gat back 
until about Wedneaday or Thure4ay, I think. 

Well, aa tar ae I'm concerned, Jere Cooper 
i e good enough t or me. But I di dn't vant 
you to come in here and be surprised to tind 
these other tellova sit t i ng here. 

Well, all right. Much obli ged. I appreciate 
your calling me. 

o. X.? 

All right. Nine o'clock in the morning at 
your otl l ce. 

Bight. 

Fine. Much obliged. Good-bye. 
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0 

H.M.Jr: 

John 
8ull1van: 

H.M.Jr: 

S: 

R.M.Jr: 

S: 

H.M.Jr: 

S: 

0 H.M.Jr: 

8: 

H.H.Jr: 

S: 

R.M.Jr: 

S: 

H.M.Jr: 

0 

July l!, 1940 
3:44 p.m. 

Will you have copiea or the aame t hi ng ve 
gave the Preaident? 

Yee, sir. I v1ll. 

I think eo. 

Yea, air. 

Have you got your crowd in there nov? 

Yeah. Mr. Magill h.ae lett; the r eat are 
all here. 

That other group? 

No. They vere tied up and they're meeting 
with Mr. Paul and myaelt at my houae at 
l!:OO o'clock tonight . 

Oh, I see. 0. K. 

I thought you'd want thee to mee t befor e 
tomorrow morning eo tha t .•.•.. 

And keep a l ittle record or vhat happens 
t onight, vill you. 

Yea, alr. I will. 

O. X. 

IUght-o. 

Right. 

• 
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July 91 1940. 

!Oa Sec:retaey llorgenthm 

PRaia Mr. Sullinn 

SUBJECTa Conierence et 8:55 a.m. 1n tbe Secretarr'• office . 
Preeenta Sec:reta1'7 llorsenthau, Senatore llarr1Lon, 
lin& and Ge<ll'ge, Ccnsrea-. Cooper 1 lleeare. Foley 1 

staB and Salll'nn. 

The Secreteey read a aneanorendUlll to the President 
~ted Jul,y 8th on the eubject ot excees prot1ts taxes. Copl.eo 
or tbe Jllll:llO were &iftn to all present. There wu a g~al 
dioeuolion as to .an;r ot the prc>YU1one and apparen~ t:eneral 
acceptclce or tbe Jll"'PPhl.e Mt forth 1n the ... ndoent. 

All of tbe Senatore epote abollt tbe ... -u.t to the 
Vinaoo-Tr._ll Act, which.,.... pending 1n the Senate todq, 
and it wu agreed that llessro. Foley and SUlliTsn would. con­
sult w1 th Sene tore !Iarrison and Walsh at noonti• t~· and 
ad'liee t~ as to whether or not the enac:tMut of tba .....S­
_,t 'IRNl.d be an obetacle to tbe proper oc!w! n1strat1on or uq 
e:xceea protita taue later euaoted. (At uooo Mr. Foley and l 
Mt witb Senatore l!&rrieou and llalah ancl tbe7 q;reecl that tbe 
enaot-.t ot th1l _,.-at 'IRNl.d not present uq sre•t d1tt1-
culU••· .t.pparen~, Sea& tor llarriaou definite~ fawre and 
SeD&tor 'llaleh tentatift~ te'lora rapoal or tbe Vinson-·~ll 
Act it an adequate e:xceee prot1ta tax 1e oubatituted i:.boreror). 

!'bore wu a diJacuaeion ot U. req,aeat ot tb, liaUCOAl 

Dtf..,M Coanc1l tor UIDrtiMtion prooiliana, and it w'"" U. 
unan•--.. opiJl1on o! U. Ca>p'eleiCMl croaP that euch a bU.l 
ebculd DOt be Milt up 1n adnnce ot the e:xceee prot1to bU.l. 
I t wu ~cided thet the 1'rN81117 would be preperecl tc• preeent 
e draft or tbe exoeeo prot1t. b1ll to tbe ~tiAe an 
Taxation an July 22Dd. · 
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