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-A- Book 

.,,, • •¢ v-t.aa Corqeft7 
... 1IW o..u.u-• .t.irplane• 

'52 I 7 .. - leaipatiCU 
~ ot ~. ~·1&Da• *' rv (tul} uoornr1 ed b7 ll&rrlaon at. requut. 

ot ~ist•ne &.Datora - 7/23/40 ••••••••••..••.••.••. 28~ 
..,_, 11aMJ4 1.: Beeipe u Actin& Director or 

.. 04 ........ -- appointed Coordinator or Pu.rcba&ee -
1/2'J/4D· ......... .......... . .......................... . 

- B -

B...Silt Ariat.iCID CorporatiOD (South B., J lndl.alln) 
S.. lar OoDditiooa: Airplanes 

11 Ill !•'•• llr • 
... lar Cbldit1ooa: France 

........ Ooa41\1GU 
..U ,.., .... LoADS: IAg1alat1 ... propoaala ror -

hlAIJ "'-'- - 7/22/40· .......................... . 
a) a-t..-oe- 7/23/40····························· 

.... ""'-'- oo alt•t ioo tor week andinl 7/20/40· ... 

-0-

a?ISaa 
... lar OoaditiODS 

Oou\ CIINd Aa-obiteotare or nn LUe-SaviD& Station in Clavel!Uid 
~le.tioallt endorsed by BXJr- 7/22/40 •. •....•.• 

o~••• a. lerl• U.S ot •\erialllllr doea Jl9i wish at bouse ......... .. 

0 fl" Qredit eorporatiCD 
a..rs , ... ao.....-nt 

011&'\1~ Oorporati OD 
IN lar ec.l1ticu: .t.irplanea 

~,BIIbaanof 
OollM\or or eutoae, Loula.1&Da• 

*'•"7 (I'Ul) uo cded b7 Barrlaon at request or 
Loa!~ SeDatora- 7/23/40······················· 

- D -

!Mpuo\- hl'll1t• 
IN 111.1' Ooa41t1cu: Bxport Control 

_,_ 
~·I. G., JJctlen-Ge.,.Uaobaf't 

r 
2 

al )_.not lDY81t1cat10D report ••••••••••••• ••• • 

372 

332 

l)~ 

275 

)72 

• 

Regraded Unclassified



- F - (Con~tnued) 
Book Pap 

F!DaDctnc, Gonr~~aent 
eo.octl~7 Credit CorporatiOD: 

Aanowoceaent or ortering- 7/23/40 •••...•••••...•••.•• 285 
a) Closing of books - 7/24/40: See Book 5§2, page 304 
b) Subacripti011 tigurea - 7/29/40: 

S..e Book w_, page 245 
c) 11118.1 eubscriptian 8DI:I allotaent r~a - 8/1/40: 

Soe Book 288, page 18 
France 

S..e We.r Conditions 

- G -

~ Oparationa or tbe I. G. farben-Induatrie Aktien-Gesellschaft: 
Fe4eral Bureau or InvestigatiOD report.................... 3 

Cold 
See alae kr Con41 t1011s: Vatican 
Sb.ipamta tro- Rew York to Fort ltDoxt U:.Ur aqa •no publlc1t7" -

7/22/40. • • • • • . . . • • • • • • . . • • • • • • . . • • • • • . • • . • • . . . . • • • • . . . . . • • • • 1.43 
Great Brita1.n 

See ll&r Collditioos: United K1D&4oe 

- R-

Housing 
Cleveland project for single womon diacuaaed by HUJr 

and l'oley - 7/22/40. • • • . • . . • • • • • . • • • . • • . . • . . • . . . . . . • . . . • . • 16 

- J-

Japan 
See br ConditiODa: Blrport Control 

- L-

Lockheed Aircraft Corporation 
S..e War il011dit1011St Airplanes 

Louisiana 
Collector of Cuat011s: Maloney (Paul) recoao::cnded b7 Harrison 

at request of Louisiana Senators- 7/23/40.. . ...... .. ... .. 372 

- ... -
Malone;v, Paul 

See Appointments 8DI:I Res1gnat1aos 
Martinique 

See 'far CQDditiODs: AirpLanes 
.. reliant Ship lio'fe&entS 

See 'far ConditiODs: Export CoDtrol 
lexico 

Rocb..:blld trenaaita reports - 7/22-23/J.O •••••••••.••••••.•• 161,3'79 
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-. -
Book Pace 

lel11011, 0oll&1d If. 
See .lppointllents aDd Resig~~ationa 

II ether land a 
See War Collditions 

- 0 -

011 
See War Conditione: Export Control 

- R -

Reconstruction .Finance Corporation 
See liar Conditions: Airplanes (Engillea, Financing of) 

Revenue Revision 
Exceea Profits Tax: 

Probable neld: Sullivan JOt!!IOrandua - 7/22/400. 0. 0 0. 285 41 
Conference with Democratic .-,era of House !lays and 

Ileana eo-it tee: SulliY&Il -.or&Ddua - 7/22/40. o. o 42 • 
Treasury draft or bill &8 prepared for presentation 

to !lays and Means Cooaittee - 7/22/40 ..•. o •••.••. o 58 
a) llatlonal Advisoey Co.J.aaio11 attorn.,-, 

Fred Eaton, tells Sullivan accord with 
Treasuey on amorthat1cn (Yillaon-Trammell Act) 
feature ia important- 7/23/40 •••• oo oo•••••o•o 2~ 

1) Sullivan states bill may be discussed 
after it baa gone to House Ways and 
Ileana COIIllllittee and haa been printed 

Conference; present: BlUr, Sullivan, .Foley, and Viner-
7/23/J.O.. . . . . .. . • .. . . . . . ... . . .. . . . . . . . . . . . . . . . . . . . .. . . . 265 

Stu, of Joint Collll:dttee, intimates he was•acting under 
orders when requesting another week in which to 
conaidar Treasury plan• - 7/23/40 •••••••• 0........... JJl 

- s-

Sbip lfov•enta 
See liar Collditiaos: Export Control 

S!Xlin 
See ll'ar Conditioos: Export Control 

Sterling 

• 

See War Conditions: EXchange market resumd 
Sternberg, .Frit:t 

Gaston memorendua on avallsbility for Washington assignment -
7/22/40 . . ... . ..................................... . ...... . 

a) Discussed at 9:30 mooting- 7/22/40.o.oo••··········· 
20 

132 

/ 
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• 

_, _ 

- u-

u...pl.,_t llellet 
Iorita ProiHA Ada1D.iatretiODI Report abowa eli&bt 

s.ao:r-.... 1a -pl~t - 7/23/40 •••••• ••••• •••• •••••• 
u.s.s.a. 

8M IIU' C<>D41 tiODa 
Uldted lincd .. 

See ..... Con41t10118 

Yatioaa 
See lar ConditiODa 

YiD&OD-tr-ll Act 
See lleYcue RerlaiOD 

l'ar c-s.tt.lcu 

~·· 

- '-

• 
• -·- . . 

Bndix ArlatiOD CorporatiODI reclvel. 1hlrMu ot • 
la"'lltf&atiOD Hport Oil apeec!tng atr1Jce., ,. .... , , .. 

Ovtia.-llri&bt CorporatiOD; r-ltb.eed J.1roratt 
CozporatlOD, aDd 4Ui- !Bg!nHrl.D& C:O.paq 
~ report• - 7/~40 .• . • .. ......... . .......... 

OO..Z. tra. ollaot.lo oCDditlca ... oadrl1.11&" Oil 

paroilaNa br All1ecl l'llrcbaalnc tieeiOD aDd 
Uldteel stat .. 41aouaeecl at ocateNDOe 1D stiaaoll'• 
9ttio•1 pre-t• BlUr, lnw1aen, PUrvis, lloJI.e1nolda, 
w ... trio. - 7/23/40 •••••••••••••••••••••••••••••• 

a) roaac ~ CID o.t'er.Dee. • • • • • • • • • • ••••.• 
b) Pnrne aDd BlUr 418Cilu o..r .................... .. 

ll&rtJ..aiq'llll Plueu Jet- 418Cil8eecl by BlUr and Bell -

7/23/40·· ···· ···· ·· ···· ············ · ··· ·· ···· ··· ···· 
a) 1'r«<llb Allbaeaador -t• tllada iDYOlftd 

•r...e a1111 aot rro-• ·. 
b) Jellea aDd Bllr dieouee •••••••• ••• •••• ••••••••• 

• 

., .... , PiMMl.D& ot: a.oc..atrootiOD FiDaDOe CorporetiOD 
alRhorit-7 ..s.qaate tar .._dtna t'lalda "to~ 
ot artiolH Uld •tvial• u..M tar utiOD&l det-" • 

206 
252 
25S 

257 

295 

a.-.1 Co1aMl'a op1D10D tranaitted br BlUr to Jzmcl--
7/23/JIJ. ......... ........ .... . .. .... .... ............ ..... 190 

a) .Junloe U.par'-t.-.rolq oOD.......tica ca llhl.oh 
opiaiaa ... ~.. ... . .. .... .. ............. . . . ..... 2S9 

• 
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- " - Book Pa.ge 
'tal' Ccmditione 

Ch!Aa: 
Tbre._•&¥ a.rr&Dgeaent between U.S.S. R., China, aDd 

United states discuseed b7 IIIIJr and Welles; 
Welles considers tiMe inopportune because or 
antagolli .. over treezt.nc Lat:via.n, Eetonta.n, aDd 
Li~uanian fUnds- 7/23/40 •••••••••••.•••••••.•••• • 285 

Excb&D&e .arket reeumd- 7/22/40 ••••••••••.•••.••••.•.•• 
a) Sterling reports- 7/22-23/40 •••••••••...•••••••.• 

Export Control: 
llerchant Ship Wovemente: Resumtl of cases - 7/22-23/40 .• 
Report on all vee&els and cargo destined for Japan 

7/'X>-21-22/40 1ant to.FOR, S.or et.Artea of lrar , levy, 
and Interior, Adli- :,t. . , •1 ,ol. ,. &er• "' r,- o-
State - 7 /2'3/ JJJ ••...••••..••.••... • · . ........... · • • • • 

See also Book 286, pope 4.4, 74,255 (7/2)-21.-25/40); 
aDd Book Z§:i, pogo 222 (7/'n/40) 

011: 
Iolr.ee and KIIJr discuss entire situation; SWJr suggests 

that Ickes adrtse FDil qainet all exports - 7/22/40 •• 
&abargo Proclaaation: Proposed &&andaent adding 

potrolou:a products tranaaitted to PDR - 7/22/JJJ ...... 
lxporta during first au aontha 19)5-1940 ..••.•.......• 
Exports to selected countries during first six months 

or 1939 and 1940 ................................... .. 
Japanese sbJ.p carrying 84,000 barrels Dioaol oil 

given departure permit- 7/22/40 ••••••••••••...•...• 
Stimson tells HMJr of a precedent for embargo on oil 

to Japan that occurred in the lost war - 7/23/40 ..... 
a) IBIJr tells FOR: See Book 281,, page 34 

Shipoents to Spa.i.n discussed b7 Ickes and lll!Jr -
7 /2J/ 1.0 • ................... . ........................... 

Strategic Uaterials: 
IIIIJ'r' s telegraa to FOR at Hyde Park stating valuable 

supplies "elipping throi!Sb our fingers dail)'"; 
asks that all licensee 1esued b7 State Dapartaent 
prior to J~ 5th be cancelled- 7/22/JJJ ••••.•••....• 

a) HliJr discusses cancellation with 
Colonel Aaxwall- 7/22/40 .••..•.......••••••..•. 

Scrap Iron &Dd Steel: Stettinius asked to worlc on 
justification for 83bargo- 7/23/40 .......•••..•....• 

Praace: 
llartJ.nique Airplane Situation: See Aar Conditions: Airplanes 
Blocb-Lnine inquires about re-onterin& Ubited States 

should be now return to trance- 7/22/40 ••• . .•••••••...•• 
letberlanda: 

Penetration by Gel'IOIUls and Austr1ans prior to invasion: 
Federal Bureau of Investigation report •.•••..•.••• • ••..•• 

011: 
See Sar Co!lditioos: lzport Control 

295 
28 
26, 386 

56,287 

121. 

185 
336 

294 

297 

317 

1 

120 

366 

35 
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l&t' Caa41t1cea (C<XItiDDed) 
Pllrob&aill& lliaaiCD: 

- • - (C<XItimled) 
Book 

ll&aa r.port CD aatlb ditlbur...,ta 011 balances due 
JUDe )0, 1940 7/23/40 ..... • •••••• • •• •••••• ·• · 28S 

Veatill& Ordera Ortioi.al aalea or Britieb-owed 
dollar eeouritiee- 7/23/40 •••••••••••••••••••••••• 

Stratecio .. teriala: 
See ler CODditionaa Export Control 

T&Dka: 
Chryaler Corporation diaouaaaa additional plant 

raoilltin with Jtnudoen: Fole;y reports to IIIIJ'r -
7/19/40 •••• ••• ••• •••••••••••••• 0 0 0 •••••••• • • • •••••• 

o.s.s.a.: 
Three-wa;r arrangeaent bet'!leo o.s.s.R., Cbina, end 

ODitecl States diaouased,.. IIIIJ'r end lellea; 
lellea OOII&idera tae inopportune beoauae or 
antacaDia onr treesill& L&trtan, letooian, and 
Lithuani&D tuada- 7/23/40 • •••••••••••••••••••••••• 

ODited UqdCDI 
ll1lltu7 Situation: Reports troa LoDdoa tranaitted 

b7 Lothian- 7/22-23/40 •••••••••••••••••••••••••••• 
Vat1aa111 

lenarked COld account with Federal Reaerve B&Dk or 
lew York - 7/23/40 •••• •••••••••••••••••••..••••• • • • 

lorka Procreaa Ad•lnlatrat1CD 

See OneaplO)'IMilt Relief 

• 

197 

29S 

)0, 271 
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- • ._ 1IIW ~ _ t. linE BOUSE 
UU:XllW'H) 

9''""' ...-10 IIAftU& 81DPI110 iHRUIDII 

- filii •• , nail DAJ. 1.1•1 I II!ID a 

I' I AU. OUI&IAIIMIIG I.IOINI!D JIIVIII l'lml' 

to .:1 ftril a IIIA!'I J)UU\'ft WI. 

IDJU lillMCiftiWJ n . 

• 

l 

Regraded Unclassified



• 

~-.-

- - .. JaK ('fJA 1II1'S -ft' .,., 

ft'l'"' ftiUIBIIO Mi pee, ILZPI'u. .... 

PJnlo ....... I £Zdft .......... 11.1 10 
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luq 81, 1MO 

IJ a.u ... lonora 

thb w111 ubowle4go r .. tlpt ot tho followlB& 
o~loatlODI whloh 7ft hoYO boon coo4 no,.P to HM 
u rooutqa 

l'liq 16 - Oporatl_. of tho I. G. far'bu­
IJI4utrlo Aktloa-GeoollubftJ 

l.q 18 - Iatonatloa tval.ut liT •lor 
Tea Oottea ro1atl•o to p ... tra­
U• of lo1la4 'r Go,.... ... 
1utrlaa• prloP to tho la•atloa 
of that oo'llllti'TJ 

laq 1'1 - Strlko to llo oallo4 at Jlea41s 
Pro4•te Dbllloa Bo41s 
A•iatl• CorporatlOD, Sn~ leU, 
Wlaaa. 

Tov• tlaooroq, 

... l • ... ar leftor, Dlnotu, 
r•Nl llue• ot !Doatl&atl•, 
·~ D.C. 

.. 
Regraded Unclassified
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Th« Honorabl« 

•tbrral k tm of lnullllgldbtll 
I atttll &bdn l lplll'tlnnd of J ltllltu 

Wulftngllln, II. G!. 

Jull/ l$, 1940 

Th« Srcretar11 of thr Trraaur11 
Fa«hington, D. c. 

Mu drar Mr . S«oretaru: 

Prr«ongl and 
Con Ndrnttql 

Brcaurr of thr rorld-~id« holdings of thr · 
I . G. ~rbrn-I!Iduatria A~tirn-Gr«allechaft1 Frantfor t, 
and 1te olo«« r •lationehip with various chrmical 
corporation« in thr Dnitrd Stat««, I hav« bren 
endravortng for eoar tiar to aatntatn a rathrr acourat• 

and coaprrhenstve chrct upon the operation• of thia 
co rporation . I have todal/ rroetved j'roa a eouror 
w1thin Geraan11 aoar data oj' a general naturr concerning 
the operation of thr parrnt corporation tn G«raan11 ~htch 

I thought atght br of interret to uou. 

The financial report of' the corporation for 

the calendar 1/«ar, 1939, indi catrs that ealfe ~•r• ver11 
satisjDotor11. Th• balance «h«lt indicates that aa a 
mattrr of j'nct a aalea record haa been establish«d 
p robabl ll b11 reaeon of arnaaent ordere and atlttar11 
preparation. Sale« ~ith1n Grraan11 have incrrased in 

synthetic gasolinr, artificial j'ibre1 ravonr and othrr 
subetttutr producta j'or which t he Retch has much need 
in vteiD of tt« araoaent prograa. Of courer, becau«e 

c 

of political d«uflopaentr, rzport« dropprd particularlll 
du ring the lart quarter oj' 1939 . Total ezports tor th« 
la«i quartrr of ihe 1/«ar ~ere how«ver highrr than j'or 
thoae of th« saar quarter in 1938 . In order to replacr 
over«eae aarketa, ezporta tn Europe havr b1en puahrd 
with Ruaata being the aoat iaportanoe purohaaer. 
Through it« far- flung and interiDouen corporate aiructur« , 
thr parrni corporation haa rncour agrd ita aubeidiariea 
to build up stoota of arrchandie« in ourraraa countri«s 
in order to prrait th« eubstdtar11 unit« to aaintain thr 

aarkete which th«ll hau« ea tabl tahed. 

The production of colora and accraeorira haa 
rrached a record with a p r onouncrd increaaf in rzporte 

• 

• 

I 

•• 
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• . . 
ru ••• ,. .... ,., 

•I' tu f'r .... ,., 
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• 
• • • 
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.. 

porttolllorlr 'to BN•'•· fte ac&lo •I' tr-JtHciiiO'ta Jer ... 
'" tho uaiJ,/WOhro •I' toriUoa ..._ &on worr la,..o. 
Spoo•Al ot'tn-t••• •• lit JJroaoat bdag g,.,.. to oloatag 
produ'ta •Ato~ Nclaaoo 'tAo ... •I' .ftJ'ta. ~· h 11,tao 

• .. 

• 

oa bor.a.o ta 'tM ac&lo of' ola•toc&l, pAclruu•thcaJ Clllcl 
photogroplltc produo'ta1 •I' roroa, ort•~o•caJ ~&roo, ot 
cotoro. Tho production of' o ~bro acado O/' cool ond oholt 
{PoCo) Aao coaaonood. TAo product-on of' o•oto ia larger 
thoa at aau tiao '&a tAo pcut D/j tho oorporottoa hiU • • !. 

doaouaood Uo ta'toraQthacaJ ooa'trooio .t'tla o'tAor procJaooro : 
O/' uoto ta ar•P•• , ' 

2'ho .tollo.tag ~prot oa tho ba.laaoo aA4Nt ~a,.lft 

tho olooo 0/' .......... .tor tu o&loaclor roar, ~~-.. 
O/' •••• tatoroa't to r••• All ~guroa oro ta atll 

• • 

RocaJ Atoto 
Jlorohoacl'loo 
8114roo of' oUor 

ooy .. toa 
SAdrr dob't• 

• 

• 

~.b ... •I' 0/'J'~'I&tod 
ooyaaha 

Suftdrr propor'ttoa 
Btoota ta f'rooaarr 
Jloaor ta ~ 

,.,, ... 
• 

lMi 
... .. 
lU.- I 

LlgbU'Ittg 

&»ada 
Sootal obl~tto .. 
llr9pltoa 
ored'ta •I' a.t~l •oted ...... , .. 
.Ia&' l ... ...,,., .,. .. , •. r. 

• • 

, . ll.4 
JIM., 

• • 
l,. .• 

6.0/S 
0 . 

' «'•~' 

• 

•• 
J.U.f 
·a.• 

' te.6 

81.1 -·· H.4 

. 
• • .. . 
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• 
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f'M 8torttorr 
0./ tM f'rttUUrl/ - s-

lroDt yd Lp•• 

1m 

&:rptnd~tvr .. 1 

8~1~r~fl ~lid 1001~1 
t:r:ptnd~tvr .. 386.2 363.1 

..&aortboihn 011 
bondf, 1SIR8 1.6 o.s 

I'llttr .. i 111.- SI.SI 

flsz•• 171.4 125.-
r~r1 OUt rttl r1111 '1.- JI.R 
Ret~r••••'* ,fUAd 5.- 5.-
8~tvtor11 reteru• 5.7 JI.S 
Aaorihoiion, ~no1udhg 

3.5 on 11o1d1ng• 171.-i 135.7 
let Profit 58.1 55.1 

Inor•~•• in net profit 1~ Jl~ 

Rtotipitl 

aroee profiil 786.11 667.R 
l't'oa G./fiHGitd 

• OOIIpGII ht R4.7 1SI.6 
I'llilrttt 11.3 8.3 
Slutdrr rtotipil 8.7 3.6 

~r11 r•o•~P'*' prtbob1r 111t1adf pro,fiil 011 
bolide ao1d ,froa 'tilt 'tr..,arr. ~u oopUoJ 1101 i11or..,td 
111 1SISSI 1>11 ll a~llioll ... ogoiaei o ttiol outllori••d 
hortNt o.t 80 a..Uita •· At pr .. tlli tilt oopi'tGl ie 
691 aUHo11 Ja. N GQOhtt 680 aUHo11 oi iu tad o.f 1SI38. 
~ bo11da ao1d pl., ditooGII't .,r, lOR a~llio11 sa. ~ 
iotol o.t tA• obliQO'titlll it no• 643 ai11ioll sa. ogointi 
44SI aUl $oa •· o't .. 11o .. d o.f lSI38. ftia tllo., 'tilt 
t~~oraou ,fiiiGA0$11g .fDr 11• o_,,. .. illttol1otuu. ftl 
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• 

1M Seore'M,., 
0/ Ue J'r'eNUI"J 

net profit appear• 'to Mile b .. a a4Jwe'ted at ezaotlr tle 
oaount to aaintaia the diuidend O/ ~ on the inoreaeed 
copttoJ. 

The ooapanr hoe bought the •hole e toot (8 
aillion aorte) of the A. G. Carbi~erte D•uteoh-Matrei 
in Vi•nna. Th• lbbrique de peudr• Stodawerte r•t•l•r 
n•nn. .,., oontrole the Doaau Ch•••• AG and hoe i•cr•a .. d 
He capitoJ to l2 aUHo• aorh. Th• Bruotdor/ AG Salle 
(Hg.aite •orte) hoe b .. 1t iaoorporaied h the I. G. Jbrbea. 

~e Societe Iate.,..ationoJe pour .-treprieee 
Chiaiquee, oJlied •ith the I. o. Jbrbea, eho••d for l9SQ 
a profit of ~SQ~,9S~ fraaoe and •Ul par ~ dh1idead 
ogaiaet 8 l/~ laet rear. 

J1'ta e~reeeioae of •r higheet regarde, 

Siltcerelr roure, 

. ' 

Bu 8p«piql K•••••q•r • . . 
. . 

• 
.. 

• • 
• • 
• 

• 

• 
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•rbnl kra Ill ~ 
WJdbb ......... latid Ill Julin 
~ .. tl.. 

~ 1.6, 1940 

Tile lk>noreble 
Tile Secnt.aJT of the 1'N&ft17 
liUhin&ton, D. c. 

ll;y dear Ur. Secret.aJTa 

MaJor Van Ooeten ot the liD)'a1 !letberlulda 
Indies Arrq baa juet .tluniebed adrlce to tbie Bllreau tbat, 
prior to tba imanon of Holland, approxiMtal;r 100, 000 
Geraana and Allltriane bad peacefllll.:r penetrated tbe 
Netherlulde. '!1>aee peraone ,..... en&&&ed ae •- labor­
era , d0111e1Uca , an4 eJII)lo;reea in llll.ldtion factories which 
were bull t in tba lletherlalda in cloae proxiait;r to the 
Gerwn border. Subetant~ all of tba pere001 eo -
plO)'Id r..!Ded • t.i.req l..,.al to o-q and re.traine4 
troa obWni'll citillenahip in the llethlrlanda • 

.lt the tiJU of the ilrralion of the lletherlanr:l.e 
there were 300 Ge,_, citisena emplO)'Id b;r the Glrw.n Lega­
tion. It 11 alleged thlt 1 t 1IU throuaJ> tbia group Nasi 
aetirttiee were eo well organised and tar th1e reaeon llaai 

dc:ainatiCIII onr the lletherlanda aa feeilitated • 
• 

llajor van Ooeten dilcloaed tblt plana far sub-
duing the Netherlands nre ao ~lete and Mthodical that 
it n.a pceaible to dollinate the Rotterdu .lirpcrt within 
twentT llinutea boa the tiM the t1ret peracbute troope 
arriTed. Ill 1Urthc' dilcloeed that the Gll'MD Leptian 1n 

the !letherlanda aa located acrose the atreet troll the 
nl.teh llil1t.aJ7 lleadquartera and that atter the e18ie of 
Bolland bad been c.......,ed it n.e leemed e t'Gllllel bacf beeD 

10 
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• 

!be lllidNT ot \llill !I I r., ... 

•' • . I_tbmpt JGil ~be 1D;Hft8te4 Sa reoeidac tid. 
~--· . . . - ... 

• 

• • 

• 

., .. , ... "' ... · ... ..,. . . • 
• 

• 

• """ ,1\ 
• • .. 

• 

• 

• 

• 

.. · .. 
• 

• 

•• 

• 

• 

• 

• 

• 
• • 

• 

• 

• 

• 
,, .. •tat.r • 

1 - ¥\ • • • • 
\ • •••• 

• • • 
• 

• " • • • 
• 

• • • ~ • " 

• • 
• 

• 

• 

• 
• 
• 

' . 
• 
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Jul7 17' 1940 

The Konorable 
Th• Secret&rT or the Tre&4Ul'7 
1'1aaldnatca1 D. c. 

ICr dear llr. SeeretarT: 

BY §P!TIAI 

MPSPPIR 

1 .. tranaitt1ng herewith, .. or 
poeaible i.Dt-st to JOil1 a COPJ or a eta~nt 
dated Jul;r 16, 1940, ccntai.Din8 1ntorat1on with 
reprd to a .trib to be called at the Bendix 
Product• Db·ieion, Bendix ATiatica Corporation, 
South Bend, Indiana, at ton o 1 clock on the 
JDOming or Jul:r 17, 1940. 

In view ot tl\e information set forth 
in the attached atat-nt conceming poaoible 
sabotage occurring at this plant, 1 aa caunng 
inquir;r to be made tor the purpcee of ascer­
taining whether a ~~&tter within the in ... eti­
gatin jurisdiction of the Federal Bureau or 
InYe.tigation is iDvolved. 

Sinoo~ JOur& , 

Inclosure 

• 

' 
Regraded Unclassified
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hvo~ 

hl7 22, l,alo 
12a1a P·•· 

Prank lnoz: Rollo, Ill'. hore~. 

B.M.Jr: low are rou' 

1: 

B.M.Jr : 

1 : 

R.M. Jr: 

1 : 

B.M.Jr: 

1: 

B.M. Jr: 

1 : 

R.M • .Jr: 

1 : 

B.M.Jr: 

1: 

I.M.Jr: 

II 

R.X. Jr: 

I'a tlno. I'• bulfll liUiob wl\!l rou \04&7. 

Won4oJ'tul. 

n.rot 

Jl1cbt ln tbe 'frea8U7 la ar ott1oe. 

All rlCI:It, t1ao. Row bow are rou t1ao4 tor 
toaOI'I'OW lllPU Are JOU Ue4 1q>t 

Woll, I toll JOU, Ila 101q to \!tat ao'fle, 
1!bo aa.parto Wo Watob. • 

01:1 roo, I ooo. All rlpt \!ton. Row about 
Wo4noo4aJ n11btt 

Well •• . •• 

I'a tl:llaklnc ot 41Anor 4owa oa \lao boat aD4 
10 4owa \lao r1Yer u4 un a lUUo talk. 

Caa I talk to JOU about 1 t at luoht I wou14 
lo'fo to 10 o1 \!lor We4aoe4&7 or lhv~ 
Wb.lobo'for rou ware troo. 

Woll, lhllro4a7 I PI"C*ioo4 to 10 4owa DD4 
1aopoot - ot the .. .,, 1aota11aUoaa 4owa 
tbe r1Yor. 

Caa I tako a nla-obook on "o4aoo4&7t 

te&b. W111 rout 

te&b. 

All rtpt. !bat'l.l tlo t1ao. 

Are fOil 11r1q1J11 ltaltt w1 ~ , .. , 

14 

• 
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1 : 

R.X.Jr: 

1 : 

R.X.Jr: 

II 

R.X,Jr: 

r : 

R.X.Jr: 

1: 

R,X.Jr: 

I : 

R.X.JI'I 

I: 

R.X • .Jrl 

1 : 

R.X.Jrl 

r: 

- 2-

lll'lacu. .. , 
ltart w4aJt 

1 .. , I Uloll&b' I 110Ul.4. 

Goo4. 

Wbat about Jobnft7 lull1Yant WoUl.4 rou 111to 
to br1nc h1at 

lo. I aeant to4&7 at lUDoh. 

Oh, 'o4&7 at lUDoh. All 1'11bt. 

lo, thoro 1ll bo Ju•' rou, I~ an4 I. 

All 1'1pt thea. I~ -- I loft h1a up at 
tho Cap1tal nt I thlllk ha1ll bo 1a tor 
luola all riCh'· 

Wall. low~ bao aothlac WU, wUb 
t&Z!ol. I hope, a' loaat I ba'foa1

' --I .. , 
'o MJ.& aboat .... t aoounc ,._I'I'OW •m1ac. 

I aao. 

I wan' a 11ttlo bolp. 
• 

Wall, ltarlr: w1ll bo there -- bo plaao94 to bo 
U..re. 

!beat 70L 

Aa4 w 1ll bo ., fCNI' ott1oo at 1 o 1 alook. 

!Milk rena. • • 
• 

15 
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~ 

I.II.Jr: 

14 roltJI 

B.II.Jr: 

r: 
B.II.JI'I 

,, 
I.I.Jr: • 

• 

' ' • • 
• r: • 
B.I.Jr: 

1: 

B.I.Jr: 

,, 
I.I.JI': 

1: 
• 

I.I • .Jr: 

ra 

Ut 

'fll, .... ...... UJ'J. 

J.t7 22, 1,-o 
121., p,a, 

I '-lkl4 \0 loU th11 DOI'Il1q, ~ laM4 
Of ~ Ol1Yil&D4 BoatlDI• 

'f -.b. ll"'alt lolul. 

Y-.b. I \ol4 !ala Sba\ J01l "" ttoi'Uq oa 
... .aa1 ... \0 lloaH diiCJ.I MD. 

• 
; , y~--­ • • ..u, ....... , ... lall4 -- - Jl'opo._ ' 
~ .._, iaa ltnD 11 .. • Ilia tor •••'• 

• ·~· • • ....... aa14 lt ,.. .......... 
tu -- "' U'OU4 t~~e 1aw .. *' ,.. .. 
.....~. •• lie JN\ U, aaa-pvaoa fu1U ... 

' 
• I 

• • 
• AIIJ"'• \laa\ ,_ ... 40DI oa U, 1f JOU 04 

aOD4 1\ \o b1a be 1 4 appreola'o 1\. 

All "f'· 
·····~ 'feall, "'-''a -.., be uowa. . 
I ,.,,. u a .. , .. of law u•a all l'l&bL 
AJ a •Uor ot poUOJ \llOf .., •' wa\ \o 
.. u. I •IIPl•'no& *' w Ira. lol'pDtlaa 
1a a U"lo •'- I ... , w ber nor tile ....... . 
••••• aal& 10• ba4 .... \blftC oa "' law • 

• 

16 
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, .. 
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• 
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B.JC.Jr: 

• 

r: .. 
B.II.Jr: 

r: 

B.JC.Jr: 

r: 

r: 

B.JC.Jr: 

r : 

: 
- 2-

I wlt b1a 1111&' ,_ nro '4o1ac tor 111'0. 
....... ~ aa4 u •14 1t f01l ooa14 'ell b1a 
tdlat -- ~ J111l1or Loecao liP ~" ba4 .... 
propor'J aa4 llnooo aoro tor ,..,.. Ulq'•• 
iloa .. 4 o1ac1o 11rb aa4 ~OJ'•• 'UI'Dt4 otlla' 
o•er w b1a aa u •14 1t -- u'• '1'11JI& •• 
1a••I'PJ'O' ~· •Mac •o -- oae-porooa taallJ 
•• oao porooa. 

IO&h. 

J:t JOII ba4 UJWac Oil U U 1 & • • • ,. 

AU riP'· I .ba4 a 11Ulo _I'L..._ ._, 
J: p•• to 111'0. DoJ1o an4 I'll on4 a~ ot 
.UUI.oac w Sralo wUil a lUUo ao••· 

t .. taft •lli'J 11 woru .. tor bla, 

too, J: Jr.aow ~'· 

1\lpt. 

Ioall. 

I Jaot cot a tlaoll on tho t1oker ~' •• • •• 

Allnoe'bora hae coao •o Ja11. 
• 

B.II.Jr: lo. 

r : 

B ••• Jr: 

,, 
B.II.Jr: 

r : ........ : 

• 

l o, Wo h Jan aloac ~ - 11aoo, 11114 
llaaoo 11114 Lowh Doacl•• aro tora1111 a oopara\1 
1D4opoe40Dt '-or.Uo .. ., .... , tor W1llllo. 

loll, ._,, 1 •- tllq 'bolOIII -- llo~ ot ~-. , .... ). 
WoU1 tblo lo all -- eat 4o JOil Wak of ., 
11,110 .... oato ~ • • ••• 

••••• 

. 
17 
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• 

• 
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r: 
H.M.Jr: 

r: 

- '-
I th1Dk 1t 1 a tine. 

Yeah. 8o•ebod7 haa got to do ao.eth1ng. 

Sure. It'e good. 

18 
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B.M.Jr: 

Operator I 

R.X.Jr: 

Suaner 
Wel lee: 

B.K.Jr: 

W: 

H. M. Jr: 

W: 

B.M.Jr: 

V: • 

B.M. Jr: 

W: 

B. M. Jr: 

W: 

Bello. 

Ill'. w.u... Go ahea4. 

Bello. 

Bello, Be1117. 

Jal7 22, 1,-o 
2 : ~2 p.a. 

luaner, 1f Herbert rete ... \boee people 
I won4er 1f I ooul.4 ••• bW ~· .tt-on 
eo I ooul.4 be 'brovpt up to .. te. 

Be baa not, Beftr7, beoaue 1t •• k~ 
aJI4 the7 ..... 11one of t'b• tlael'e. 

Oh. 

An4 than I baun 1 t 7-' ba& a olianoe to 
check vp w1 th hla. 

Well, I Juat -- before 1 went lnto tbat 
aaetlnc 1 wante4 to be vp to date. Well, 
then ther•'• 11oth1nc on tbat7 

!Mre'• nothlnc further on tbat. It 1il 
ban to be takea liP 1n4epell4entl7 froa now 
on. 

Well, the date ' • on at 6 theft, 1an' t 1t7 

Ye8, 1n4ee4. I apoke t o Lothian on laturda7. 

!bank JOU. 

All rlpt, Benr7. Ooo4- 'bJe. 

Regraded Unclassified
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7FR''PN 

ftOib Jlllr. G&lltaD 

J'rit.a st.mberc 1a • ca.- rehpe ,eo hu bee 1D thU 
-VT tv ·-~w. lila -ttr••• 1a 49 ~ .t.-.-, ._ 
•elba''•, •• Y. all 1111 t•' v- 1a a-iltca 4719. a- Bl.be, ldltor ot tM ._ llitJ b] • o, rr- ..._ 1 cot •ta 
~ ...-w Ulat. ... wrlt.l to 8t.lnlba'c ratlllr tala 
.,_. Ida moe 11e •JIMb ra-.r 'b~ _,, •• 

ftallberi llu bee wrlt.iDc tor !M ID1111tl7 ~0 ., all 
...._. ai11U17 p!llll1oat.1aaa all ie t.be ..tbar ot - v tiiD l'a1Mr 
-u a- boob, 1Dol"'"nc .,_ Jlu1 Socaz 011. • BU..,. 1a _. 
be -u be ple• 111 t.o -\ow~ • 

• • 
• • 

• • 
• 

• 

• 

• 
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MM ._,I I Sa a 0... ..,.._ ._ .._ ..._ ia UlJa 

t - \S.o .. I CS - ia • ara-- M ... 
To ... Ida t•1 .. K I ...... ia ~- Q7t, 
~Mrel \lie._ I U '' 1~ ,_._l 1e\ ~ 

~-= ..... , .. wl .... A'_' 1 .......... 
.... Ida elM. ............. w.... ..., ••. 

.... , I._'- wititlc ,_ .. .,.__,. oftK 1 .-

- aWteiJ' .-u-u-e _. h \lie ...... et- • • wet r 
.u .................... .,.. ...... - .• al-s.-
IK..Wbeps-.dte-t•~· 
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eo. of pal' , .... - ...... 

P4APIUII ~ mapw JO. 172. JaBII JUa 22, 
100.' 7-* 'I!IIUI' u.ur. 

!U t.pUoa a\ '-!Ina "Perl• • .J'alT 22, 19110, 

tha\ a o..Ur ot tha Inaiu 11111leb7 ot :n- llu 

fot'u.laa all louD w ....,. •WrUac• • na.a le 

ott...t, o~ ._ ttoa\ ewrliac le oeWul'll~ .. , 

• 

• • 

• 
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FOR IW.IEDIATE RELEASE 
~onday , July 22 , 1940 

TREASURY DEPARTr.:EIIT 
Washington 

Press Service 
No. 21- 67 

23 

Secretary of the Treasury Morgenthau today announced tho final 

subscription nnd allotment figures with respect to the current 

offering of 2-1/4 percent Treasury Bonds of 1954- 56 . Allotments 

on public subscriptions aggregated $630, 719 , 850 . This amount in­

cludes $39,110,300 allotted in full to subscribers for $5 , 000 or 

less who specified that delivery be made in registered bonds 90 

days after tho issue date . In addition to the amount allotted on 

public subscriptions, $40,600 , 000 of the bonds have been allotted 

to Government investment accounts , within the $50, 000, 000 reserva­

tion. 

Subscriptions and allotments were divided among the several 

Federal Reserve district s and the Treasury as follows: 

Federal Reserve 
District 

Boston 
New York 
Phi l adelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St . Louis 
Minneapolis 
Kansas City 
Dallas 
San Francisco 
Treasury 

Total 
Subscriptions .. 

$ 628,019, 500 
2, 924,302, 650 

393 , 641, 000 
449 ,152', 250 
221 , 241 , 700 
204,688,950 
771 ,165 , 850 
156,315 , 200 
89,506,900 

113, 212,450 
143, 390,750 
502 , 503, 150 

7, 931 , 200 
Government Investment Accounts -------------

TOTAL $6, 605 , 071,550 

Total 
Allotted 

$ 58,328, 050 
270, 526 ,400 

38,6:15 ,150 
42, 981, 200 
22 ,349,350 
20,114, 450 
75,625,650 
17 , 315 , 600 

9 , 717 ,100 
13,200,350 
14,497 , 050 
46,526,600 

911 , 900 
40 , 600, 000 

$671,319,850 

Regraded Unclassified
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TREAS URY DEPARTMENT 

INTER.Of'FlCE COMMUNICATION 

OAT& J'1117 22, l9llo 

TO 
Secret&r,f Xor~ntbau 

FROM Mr. Oocllran CONFIDENTIAL 
.Actlvit7 of the lix reportinc banlte in official eterllJlC ,... ae followll 

1. Pu.rc-14 clinetl7 fro• -thorbe4 bt '~hi 1D LoD4on ••••••••••• 1. 15,000 
Pv.rcht.Hcl troa the J'e4eral. beene llal of Bew Torti: .... ...... J. 15.000 

! otal ~ee •••• .•••. J, lO ,OOO 

2. !hiH were no reported aalee of official eterlinc· 

Of the abow-Ucnecl purcllaaee, 1.21,000 were boqttt b7 the bulca OD lleb&U 
of their ouato•re; tile other 1.9 ,000 pre.-b17 wno 114414 to nocteterecl acooa\ 
"bal.uc••· 

The J'ecleral been. Banlt of B•w Torti: aleo etatecl that a non-repcrllJlC bull: 
purcbaHcl 1oS2, 000 1D offici al eterlillC !roc the J'ecleral, 

In the open •rltet, eter llJlC opeJIId at 3· 90-1{4 mel .one!. ataacl117 clowwvcl 
t o ) . 80-3/4 b7 8id.-8fhrnoon. I t cloeecl at ).Sl-l/2. In exacuHon of ouatoaer 
orclere, tb. llx report inc bezllta ao14 1.64, 000 &ad purchaee4 loli9, 000. 

The other currellCiee c1oaecl ae tollowe: 

Swha treAC 
()M""Jan clcllar 
Lira 
blch..arlt 
Cuban pliO 
Xexicall peao 

. 2Z72 
11-3/~ cliecoun\ 

:~ 
9-15/l~ cliiCOUilt 
.2015 blcl, . 204o offered 

Ve purchaae4 $6,000, 000 1D &Olcl fro• the ear.arkecl account of the Central Bale 
of the ArccUu Republic. 

The J'e4eral been. Blllllt of New Torlt reported that the follorlnc ablp11111h of 
sol4 were cond~ t o lts 

$26,7SJ,OOO !"loa bc)an4, repr .. entinc two ebip~~t~nh b7 the !anlt of XJlCland, LoDOlon, 
to be eanarlted tot' accOUllt ;,! Hie :Britannic lla,j .. t7' • Oon,...nt. 

l,SOO,OOO f"loa J'ort11CeJ. , abippe4 b7 the :Ba.olt of J'ori"Gpl, to be earal'lte4 tot' i h 
----- acoov.n\ . 

$28,58) , 000 total 
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1M IMh I 1 
9 

• ter• Pet k n a~ n.t1•c tW '-1 ._.._. lm'n, al,.. ti.JI,OOO ta .. u ,._ • .,_, • o.-... ... l.-1 .._, ... t-*o ,., ~ 
to u.. v. 1 • .b-. arrs-. 

e. J 0 ; ..U priw .tu ani tile a(ld-... .t 7# k m.lll. 
.,.. au..-. ta •••- e(ldftl_. k --.a~~. • 'J/li#• 
Ia hair, apM au.,...- ft.-4 T/164. ~l' M ta-'J/liL 1M .tenut ~te*lm 

.... •o""pt •• 22-1/164.. .A.oowU11c k npona tn. tW oe,er, Illtie i.Ueftna 
reeol4, ter .,., uUn17, ail'IW *loll W ort .. M317 \am piiiG!IMe4 t• lllalJIIRte 
file v. 1. etu'1111•a .t tile lnfm allnr pl'loH ,_. llo.~ ..a llo,UI n...-l~ • 

• ._., nA.., '• .nu=-- prtoe ,., t.-1• allftl'- =)· rn u 'lt-"Jf'H. 
!M !l't •l'7'• JU P w priM t• ton~ all_. - alw n ' pf • "~• 9 • 

.. .,. n. ,_ 9 

... at .u ..... 'RAliac 100,000 ·-~~ ..n.r u.. au_. 
hroleaM .t.ft, 'MUl at *Sell Wft - proa.Um ,_ to~ I blM, t• fea II uu...,.. • • 

• 

, 

. . . 
• 

• 

CONFIDENT.IAi: .. 
? • 

• •• 

.. • 

• 

• 
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TREASURY DEPARTMENT 

INTW:I't OI"FFCE COMMUNICATION 

DATa Jul7 19, 19IJO 

Secretary Morgenth8u 

1Cr, CoohraD CONFIDENTIAL 
!be foraip ep:hnge ..ntet we quiet t~, ad the '101- of tnm .. cUou ill 
offioiU ad open ll&l'bt eterUAc rnshed fairlT -u. 

On the bade of tbt otfioi U rat .. of 4 . 02-1/2 and 4.03-1/2. the aix reporUJ~« 
coo-ted tbt follovina tnmaact1ou1 

S&lee of 1.2,000 to the Brltiah Control, effected d1reotlT throuch athorbed b4Nib ill 
London, 

Purohuu of 1.73,000 troa the Brithh Control , of which 1.18, 000 wre aoqv.1n4 
dlreotlT froe ctllorhed banke ln Lolld.on. ad "55,000 throuch tbt :rederal :a. .. "" 
Ba:alt of Wev To:dt . 

So far u O'Gl' reporh 11141oete, noM of tbt p~U'Chaeee froa the :recs.ra1 Baeel'ft Bmlk 

Mde b;r tbt reportinc banke oa behalf of tbtlr auatOMra. !1M aterlinc eo eoqv.1n4 
,'D1)1Lre:lltl:r h be inc ueed to 'lllllld up tbt baJ.11110ee in tbt bank• 1 rectatered ater11111 

!be :rederal lleaene llallk &leo etatecl. that non.-reportinc baziD ~aed 1.36,000 
official eterllnc froa the :r.deral. 

!1M turnonr in official eUrlinc for ;raeterdq ud. t~ re?UJ.a a notewortlliJ' 
,col~'~'"" 'betwen tbt ao1111.t of purch&aee and ealu. Yher ... J.aerican 'banka, d'llrUc 

two ~·· b~t a total of 1.229, 000, tbe;r eff ected aalee of onlr 1.7,000. 

aa:dtet in ehrllnc vu nr;r dull, aJ.tho\ICII the rate uperienoed 
lco:nal.derallle 1aproTaent. :rroa an openlnc of 3 , 81, it roM to a hlp of 3.91, and 
rc1•u ea. at 3, 90. On behalf of their cuatoaera, the ellt reporting banka aada ealu of 

, 000 aDd. plll'Ohaau of 1.52, ooo, 

!hot open auttat rate for tbt Cene"lan dollar ap1.n aond o!.o"r t o the official 
for that currenc;r, clod111 at 11-lj'q;f. diacouat. !ha ofticlaJ. ntea that ha.,. 

quoted b;r tbt Canadian :rore~.p :&P:hanct Control Board ebce laet Sept•ber are 
eqv.iftl.ent to 9-15/ lflf. and 9-1/ll:lf> diacoant (nhe at 'llhich tbt lloar4 will ~ 8114 
: Canadian dollan re.oti.,.lT) , 

1'bt other C~WT~J~Ciea oloaed ae foUowe: 

Svi .. fnmo 
Lll't. 
Baioh-'11: 
Olallaa peac 
JCexi- peac 

. 2272 := 9-15/lflf. diaoouat 

. 2015 bid, ,204o offered 

!here vert DO COld tnuu1a0Uou CO•D.U-.'1111 -ted b;y U t~. 
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IRITIIII EMIAIIT, 

WAIIIIIICTOII, O. C. 

Personal and Secret 

Honourable 

July 22nd , 1940 

Dear ~r. Secre t ary, 

I enclose nereio ror your 

peraoo.al and secret information a 

copy of the latest report received 

rrom London on the military situation. 

Believe me, 

Dear wr. Secretary, 

Very sincerely yours, 

Henry Morgeothau, Jr., 

United States Treasury, 

Washington, D.c. 
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IR 

8Eorctary ot StatE 

Waahington 

3338, July aa, 6 Pollio 

~~ 

London 

Dated July aa, 19,0 

RE0 1d 8:'0 Pollio 

J'OR TRUSUR!' J'ROK IIUT'l'ERIORl'Ro 

36 

Dootor Outratt. who 1a in ohargc ot tinanoial Mttue 

tor the Oaeob-8lovalt •atiOD&l Oommittn oallcd at the 

Embaaey today and o:xplaincd tbat when bE and othu 11111:11-

bue ot the Oo11111i ttn: lett rra.noc thEy toot with them 

an4 brought to this oountry ·rnnoh bnnlt notu tota111ng 

ll million fruoe o 'l'h1s thEy hc:n dl:olarcd to the 

Briti sh authoritiES and dEposited tor satt-lti:Eping in 

a Briti sh ~. Doct or Outra.tn stntEd that ht was 

bo.Ying disoueeione w1 th thE Bonk ot Eaglan4 ro:gardtag 

the possible ~rxohangE ot t hceE trnnoe tor po\llldl but 

that he would pro:to:r to a oqu1n dollnrs tor thE whole 

or at lEnet a part of this eum nn4 be requEstEd that I 

oo..un1oatc with WaehiDStOn to nsoertl\in WhEther n: 

would be intuntEd in euoh a claal. lbilt aoocding to 

hie rcqunt I n;prceeed ., pcnonal op1nion tbat it 

wu ulibly that WE ooal4 entn into nob a trDDit­

aotion, putloal.uly ae henoc IIGT at tm7 tt.: 

prohibit 

• 

• 
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HR -3- no. 3329, July 22, 6 p. m. from London. 

prohibit the importation of frano b~ notre. 

I think · it ie for this name rcnson thnt Dr. 

Outrata nould like RS qu.iok M ane'i1cr ne poeaiblx nne!. 

~ooordingly n prompt reply 'i10uld be appr£oint£d. 

IElmEDY 
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IIR 
Berli n 

Dated July aa, 1940 

8corctary of Statc, 

liasniDt>ton, 

s1oo, July aa, a p . m. 

Ro:o ' d 10 p, m, 

FOR TREASURY FROIL HEATH AND FOR DEPAR'l'KElfT ' S 

I NFORJ.!A TIO!l , 

In tb£ Sunday issue of the DAZ, Winachuh, the 

f1nanc1al editor, d1aousaca at lcngtb the gold problem 

of the United States under thc title 1 gold boycott•, 

Stating that the Unito:d Stat£B has broken th.t" rJJ.c 

that a orcditor nation must have a passive balance of 

trade he asauts that it IIIU8 t now f&OE tb£ day of 

reckoning with no sure solution of ita gold dilemma 

in sight . 

He quotes Secretary Uorgenthau aa having declared 

on Kay 3rd that 1 if the political situation of the world 

should undergo a drastic change then international trade 

and financE may easumr the chareotEr of domutio tradc 

and c.n indtpcndcnt monetary aystcm would ceasE to ~:x1at , 

Under such o1rouut&ncES it might well bit that gold would 

no longer bE nEeded, Under thEBE ciroUIIIBt&noca bowcvcr 

l ife 

38 
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.. ..... fll,OO, .llalJ' •• 8 p... =· krllD. 

llfe would. 'be eo cllffan11 fra. Ue precU.oa1110A that 

the lou 1n the Yalue of gold. would. be the but of 

our troullln• ( 1 t will be DOted. ~t 1D ~ q1.1ot1Dr 

fro• the 8cont&Z'7'• quob W!nubub hU oldtt&d. 

ocrttJ.n lq>ozoto.nt phl'un.) 

He goce ou to ... en thAt the ooll~ee of the 'l'alua 

39 

.. . 
of gold. WCNl4 be • sran eo12oe of anz1c t)' for tlK Old. MI. 

8tatce e1Doc U would. aleo •an the loee of lte pnetlec 

u an o:oonolll1oall)' nU a4YUc4, wlee and. euooe•ful 

sreat power. 

lk oonclud.ee b1e artlolc wltb the following ~ 

menta ob'l'i.o'WilY the etart1ng of Europcu trlldl: folla.-

ing the war would. be l\lbetant1ally fBDU1tatc4 through 

. the UIIC of gold.. Ob'l'i.OUIIl)' the Z'I:OOD1t1tut1on of Euro­

pean ourrcnolce and. the organlaation of mon&t&rJ' <»­

operation 1e no cuy tult and the not1one of a 1 labor 

ournnor• ro:quiru l\lbetant1al 4c'l'clopacnt partioul&Z'l)' 

u regard.~ the thurizlg of the financial burd.cne of the 

war and tho: no:oo:eeary return of balance between the 

oone~tlou go~, cOODOIIJ 11114 1D4ultr1u wort~ on 

Oo•crn.nt OZ'd.ae; In &d41Uon, CkZ'III&Jl1 wl1he1 abon 

au to ban an coono.J nl1nc4 u far u po•1blc fro• 

buneuo:ratlo 
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'bllrefMOnUo teUue. ~Uoul.U~ in 'hie :rnpco' u 
..;ol'\ (!) my a•t:r~t the bue1neH -.z1 with the p:roepeot 

of bd~ able to oollduot h11 bue1ncee wltbou' a lpope:r 

war•. fbe qucet1on•whcthe:r o:r no• :retu:rn to gold• ~ 

1n then tillcs, howcvc:r, UIUIII:4 euch fu""e•mtel 1a-

-a4Yentegce of gol4 e:rc 110' the onlJ oone1cla'aUone 
1n•ot•Y'""td; _ ___ _ 
... • 

• 
• 1'10 

t 

. 40 

• 

• 

• 
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• 500,000,000 25J 
1,ooo,ooo,ooo 50 
1,500,ooo,ooo 75 
2,ooo,ooo,ooo 100 

!he toU..S .. bnolaat rate ••• t '• walAl : o .,.,;, ~te the ...._ 

•tfeotlw "*' 

!ftc- bnobt 1a per--t .... fOI'I 

• 

• • 

eeftt of e· '-r.=-=::::-:=~~=:-:::::::-=~E:O=::-;;::;;-=:.:-~Ct"=;;:-";;;:o-=z. inn•ted oam.1f1 ' I500.0QO.OOO .ll.OOQ.OOQ.OQO .li.p.ooo.ooo. li.oop.cg.@ 

ls,ooo pl.u 15~ of ~ 
TMted u.pltel 20S 45~ ?OJ 

BetiiMD 15 &Del ~ of 
ilrneted cap1tel 40 60 ., 100 

0.V ~ of imwted 
oapltal 40 60 ., 

• 

• 
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1110re u.. llr. Stall 1nd1~ted tlat Ia would like the reuinder ~ thia -k 
to oontilme b1lo ~b. llr. Dottghton t181 u:preaaed the n.w, 'llbioh wae 
aupported liT llr. Cooper, that it woul.d be well to haft an -o-e-nt bet¥oc 
the Treuury ani the Joint ec-itt.e Star:!' and tlat tia would b4l ..-..c1 tor 
t he eo-ittee 1:1' COIIaideNtiCil ft8 poetponed Util next -k, wt.l pN~ 
an acr-nt would have been reached or in U.. abeenoe ~ an 'f:l'll tat, llr. 
staza woul.d haft a detinita plAin to present . It wu aocordingl;r detarai.Jwd to 
NCCilftM the group at l0t.30 baedq mndJlc, ~ )Oth. 

Allong U.. .i...,ar'tant upecta ~ the uoea:1 prot1ta tax diecuned at U.. 
Caottranoe ware the tollowi .. • 

. ., 
ilv 

Senator Byrd aaked whether the depreci ation ot uaeta recorded on the 
boolca would not reduoe inftated ~pital. tc zero in IMliT cues. It wu explaiD­
ed that since the deductic:m ot depraciatic:m wu o:l'teet by the iDcr aaa11 in other 
uaate, the capital would ~ intact unless there were loe:~es or 41at.riba­
tiOM ~ the capital to atockbolders . J!r. Btlclc wae interested in the •­
prcblea am also in the aneJ.ocou.e probl.a ot depl.etiOI'l . 

llr. llcCoraack, tcpther with Senator lb'rd, raised the queaticn ~ wbather 
the TreUur"T plan would arrin at an inftated ~pl. tal tigura N.Jl!Na.ltillc the 
trna worth ~ the buainaae. J!r. SUl.liYBD anewared that it ad&ht not, but that 
true worth wa.s 110Utbi:ng en wbi.ch reasonable MD lligbt have ~ di:l':l'araut 
opinicma. The theoretical issue involftd wu not discueeed and the adlliniatra­
tift probl..., ~ detandni.nc the present worth ot the buainaaa were railled in 
onl,y a peaaing liiiiDDer. 

J!r. llcCanlaclc eucgeated that rather than detand.ne ilmlated capl tal as 
JlrOI)OMd in the Tre88UJ:'T plAin, the Bureau ot Iutamal B.nenua and U.. taxpea;a 
should ait doom together and arrin at a ~ agreeable :l'igure :!'or iJmlated 
capital. 

Senator Cmn•JJy expressed the belie:!' that inftated capital is neoeeeary 
•• a buia :!'or excess prot.l.ta Vocation. Be stated that be desired the tax to 
be illpoeod in time o:l' pa11oe as wall ae c1uriJ1c an -rgenc:y period. In this, be 
wu opposed by l!r . l!cCorlllack, while Senator Oeorge expressed the 'rilnr that the 
tax would continoo attar the -rsency. 

Senator~ axpr.alled doubt as to the dea1rabil11;r o:l' inelw11Dc 
bbot<>M'!'OWed..,!<l capital as pert ~ inftated eapi tal. 'l'bera wu ccmaiderahl.a 418-
cuesicn 1li*tber a tax cou.l4 be applied only to oarta1n induatr1.u wbich bc»­
t1ted apecit1~ !'l-ea tbe de!- prcgru. Senator B,rrcl and otbere axpz aaed 
the ballet that it 1IOIIld be ~sible tc MII"Cata the ballet1tinc indv..atriae 
auttic1antl;r to perllit the diatiDcticm to be llilde. 

Sen.ator Oeorp appeared to be ~ tbe opinion that the tax should pratar­
Abl,}- aPJilT onl,y tc protita in excess ot ~• reoaiftd dur1Jig a bue period. 
Bll u:preaaad till opinion that 1:1' the inYNtad capital buia wre uaed, Clftr­

eapitalisad CODOI!rllll {u ......., .. be -tioned the tlllited stataa Staal Ccrpar­
ation &Del the n!l.roada) 1IOIIld pq little tax wb1le _,er cc:moern~~ WOQ].d be 

~ bcudoiaid. 
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July 22 , 1940 

This is the Treasury draft wh1oh was ready 
for presentation to t he Ways and !.leans Oommlttee on 
July 22nd, but t he Cewaittee eestpened t~e meeUng 
until July 30th. ~ -Q _-:t ~ , • " ..... 

- ,_ .... .Ly. .,.,J. I 
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~ ........ ~...r:... . '-"-"'-' 1 ' · 

-,{ "30 

58 

Regraded Unclassified



... toUowbc a ~at&•• _ ... tw., .a 1 \o 15, IMl•t.w 

be lll .. rted later. 
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l • TITU I 

3 SBC, l. DIJ'INITJDII 6.F DIVESTED CAPITAL. 

4 For tho purposes of this subchapter the invaated capital 

tor 1117 tuablo year (including the taxable ,.ara 1D tho bese 

6 pert~bll be the average invested capitol tor IIUCh ,ear, 

7 d"'t-. ll wdar aection_b reducild b)- an ao~mt COIIpUted IID!ler 

~ 
8 

• 

• 

• 

. . 
• 

9 SIO. 2. AVB11AOE INVESTED CAPITAL, • 

10 The averaf1111 invested capital tor 8117 tallllble 79ar (iDcluding 

U thB taxable rears tor the bese poriod) shall bo the aggregate of 

12 the dail;f invested capital tor eacb day ot IIUcb taxable 79ar, 

13 divided b)- the nUIIber ot da:rs in the twelve 11011tha preceding 

l4 the da7 tollowl.ng the cloae ot tbe taxable 79D.r, 

15 SBC, ), DULY INVESTED CAPITAL, 

16 Tbe dail;f imested capi tel tor 8117 daT ot the taxable ,.ar 

60 • 
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• 
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l SIC. 4. IQOIT! DtU:SIID CAPITAL. 

2 (a) Detinition.-Tiwt equity inYestecl oapital tor any day 

ot the taxable ,ear aball be detendned as of the beginning of 

4 1111ch day am shall bo the awa of the following ..aunts -

s (l) lloney paid in.-lloney previously paid in !or 

6 stock, or as paid-in surplW3, or as a contribution to 

7 capital; 

8 (2) Property paid in.~perty (other tban 11008Y) 

9 previously paid in (regardl.ess or the tiM paid in) tor 

10 stock, or ae paid-in surplus, or as a contribution to 

11 capital. Such property aball be included in an •ount 

12 equal to its besia (unadjusted) for detandning loss 

upon sale or exchAnge. It the property wae disposed of 

l4 before such tuablo year, such bosia shall be detendned 

lS in the - •nner as it tbs property wero et.Ul bald 

• 
• 
"' 

16 at tbs beginni.ng of such tuable year, It such UD&djusted 

17 l>Beia 1s a aubat1tuted basis it aball be · ldjustod, with 

l"'epect to tbe period before the property-a paid :la, 

1a the - Ja"'Wided 1D ....U. ll)(b)(2)J 

• • 
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62 
1 (3) Tauble stock dividen:l.a.-Diatributiano in stock -

2 (A) llade prior to auch to.xablo fll&r; and 

3 (B) Previously mdo during auoh taxable fO&r 

4 to tho oxtent to which they aro considered distribu-

s tiona of oarnings and profits uthor than aarnings and 

6 profi ta of the taxnblo fO&r; and 

7 (4) E8rninga a nd profits at beginDing of )'1>&1'.-Tbe 

8 acciii:I.\Wlted onrnings and profits ae ot tho beginning of 

9 such taxable year; 

10 loso tho uum of tho following amoW\ts -

U (5) Distributions in pr.:>viouo yenrs .-Distributians 

12 I>Mo prior to such taxnblo yoar 'llhich woro not out of 

1) :ccWilUl:lt.!d e!U'nings :md profits; 

14 (6) D.!!icit in earnings and profito.-Tho deficit in 

lS :tccumul.Lltod earnings and profits o.s or the beginning of 

16 such toxnblo yunr; am 

17 {7) Distributions during the yesr . -Distributians 

18 pronoua1y JIEde during such taubls 70U which are not 

19 out of tbu earnings and profits ot tho taxable ;reer. 
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2 

3 

4 

5 

b 

7 

10 

ll 

12 

13 

14 

15 

1& 

17 

19 

20 

(') aal8a ~r .t.ppllcaUt>a or llabNoU oo (a) . -ror \he 

p>rpOMI of •liMcU oo (a ) -

(1) Dht ri'butlolll ill a took.~ t erm 1dlot rl'boltloll 

1~ atock' Qlano a dlat rl'bution bf a corporetion t o ita 

lhareboldora in i ta atook or r1&ht • to ac~iro i t a atock. 

!'o tho extent that such a dlatribuUon vaa not subJect 

to t..z ill t ho banda of the dhtrl'boltoo bac....aa it did not 

co~atituto inco:. t o biD v ithlo the aoaAiDC of tho 

Slxtoont h Am&ndoent t o tho Conatltut ion or vaa not t a.-

abl e to hi:n undor the applicable revenue law it ohnll not 

be conalderod a diotri'bution. 

(2) Dletrl'butlona ill fire\ aixty daT• o! t axabl e 

70U .-lD the ftPplicatlOil of SUCb IUbMCUOil \ 0 &1>7 t axable 

Ttar boctnninc aner DocoiCber 31, 194<>, eo .,ch of the 

dlotrlbut iou (te.Dn in the ordor of U IDO) ..to durlnc 

t ba tire\ alxtf daTa thereof a o doea not exceed the 

aoCWIIllat ed •...,.lDCo end protl h u ot' the baeillllillc of 

tho tuablo 7ear (collpll\od vl\boll\ Ncaft t o thh para­

cnpla) lbaU M oouU.red t o baft liMa ..U oa \ba laot 

tq of \he pnoeU-c \udle ,..... 

63 

Regraded Unclassified



64 
1 (3) Oo.-taUoa of eantac- Ul4 protlu of kmll~ 

2 ,.u.-ror u.. pvpoMI of •lt•oUoo (a)(J)C.) tlll4 (7) 

5 u4 protlh •ball be coDpUte4 •• ot the o1o .. ot the 
• 

6 

1 

s 

9 tr1~\1on wae oa4e. 

10 

ll (a) lorrovecl Capital. -The 'borrow4. capital tor azJ¥ ~ of 

12 

13 

14 

15 1111\1; 'bill of e:a:cbaop, debenture, corUflcate ot 1o4e'b\ec1Deoo, 

16 W>n....,, or 4co4 of '"'"'· 

17 (b) lonowd. lll'No\14 Oapltal.-lorrowd. lo'No\14 capital fn 

u .., .. of tM •--»• paz Mall be 4etenlol4 u of \M beeiDAl!lc . 

Regraded Unclassified



65 
1 ~~~ .&a _, ~ &o U.• ,..noa of tlllt -.,__.. 

2 OIIPl&al: for mcb 4q *lell tee• 110& eeM4 Ule -n ef 

3 tlOO,OOO ner \!le eqoai\7 lJl'lnW MPUal tor IIWIIl &q; 

4 • • ' (2)(.t.) It tbe oqu.ltT ln.,.ote4 MPl tell tor euob 4q 1e 

5 1e .. tbnn $100,000, ..., UK)Wl\ equal to 66 2/3 per oentua ot 

6 tb&t portion ot tb& re~r ot tb& 'borrowed MPital tor 

7 .,ell 4q which doeo not uc .. d f900,000; or 

S (B) It tbe equ.itr lA.,.eto4 upltal tor ev.ch 4q lo 

9 $100,000 or 110re lllld 1e le .. than ,1,000,000, u _, equl 

10 to 66 2/3 per contw> ot tbat portion ot tbe 'borrowed ~ltal 

11 tor ouob 11.1\f which doeo not excoe4 tbe exoeoo ot ,1,000,000 

12 oft: the equ.H7 inftoted capital tor ov.ob A.,; en4 

13 (3) .&a ,_,, eqw>l t o 33 1/3 per oe11tua ot thet 

14 portion ot tb& borroved capital ior ev.ob 4o:t aa oxceeda 

15 tbe ..... ot -

16 (.t.) !he ..., ..... , aaoenained IUIAer pc~.racre.JIIl (1) , 

17 p1u 

lS <•> 150 per -- ot tlllt _, -rta1M4 

19 lllllller ~ (2) 

Regraded Unclassified



-1-
'66 

2 (a) Detini Uooe. -Jor \be Jl'lrJIOMI of tbh eubcbQter -

3 (1) !lw ''"' 1 1u4alellble ueeh" _,.. -

4 W Sto ck 1D corp~raUou except etoclt 1D a foreip 

5 peroonal-bol41nc coapaD¥; aJ1d 

6 (i) Ob11e&tiODI deecribed in ••ction 22(b)(4)(A), 

7 (i), or (C) U¥ part of the intereet froa vhicb h 

3 esclwUb1e froa &:roll loco• or allolOOblo u a credit 

• 

10 (2), !be t en> 1admhlib1e e.11eh1 1118MI all ,. .. te 

ll other \ban 1Dadmillib1e .... u. 

12 (b) II&Uo of Inad:a111iblee to total J.eoete.-'lhe UOtmt 

13 b7 Whicb the &ft":C' infteted C4pital eball be reduced u proY14e4 

14 in 11cUon ! ebal1 be an anoUDt Whicb 11 the 1a11111 percentaca 

15 of t he aft~ 1Dftete4 eqUal ae tbe perceota,p micb \be 

16 total of the inadalleible uMh 11 of the to\1\1 of all u•te. 

17 Jcr lllcb P'lrJIO•••· the ..,,..., attriblltable to eacb a111t bald 

Regraded Unclassified



.... 
67 

5 vtth t ho approftl of tho SecrotiU')". l n the can of tho ti\Xab1e ,.,..-

6 tho e4Juato4 bub eball be tho ..... ,Ju\ecl bub tor 40\o,.Sntnc 1o•• -• • 
1 u;pon •Ill• or excban.ge u 4etel'D1ne4 Uder eec\loa. 11} of \ble UUo, 

9 bnele ahell be tba AA,tutecl bfo.ah fnr dehnoinlAc loea upon aele or 

10 oxchallge ,.. 40temlne4 Wl4er tho lnco.o tnx lew eppUcable to neb 

ll tuable 'f8ar. 

12 (o) CotJi)lltaUon of lnedmaelb1e .Ueete in Oaee of Cnpltal O..ln 

.l} or Capitnl Lo ... -u an eDDWlt of caplk.l pill or Cl'pital 1o .. vl.tb 

111 roopoct t~ Nl 1Aada1 .. 1ble 1\0Mt haa boon taan into 1\CCOil!lt 1ll 

-
16 totel 1DMII1aelblo Meeta 11114 tho \ oW of all UMh tor cell ;rw.r 

17 for the JlQrpoMe of a'bMo\lon (b), ao .a of tba tJIOWlt at\rl'bla&Mle 

Regraded Unclassified



68 

1 sa1Jl or lON 110 aDII 111\o IIDDI'IIII\ Man \o \be - Of IMia 22 ut 

2 

3 tor euch 'fN.r, oball be coae14era4 u 1111 ~oaiblo uoo\ a4 

4 ·the re...Under ohall be coDe14era4 ao 1111 ~odble UMt. 

5 SIC. 7. :IXCJ:SS Plllil'1'S Dr IIICOMI. 

6 

7 e:aceaa profito net iDeo• tor &nT tuable 'fear beplllllllt; 

s &iter Deoellber Jl, 1939, ehall be the 110nal-tu ut lllcoM, 

9 e.o defiDed ln oectlon lJ(a)(2), for wch '18111' except \bat tlla 

10 

ll (l) Dindende recehed.-fhe credit for d1rldell4e re-

12 cehed ohall appl'f, without llaltaHon, to all dlrlclendo 

13 on etoclt of all corpore.Hone, except dl rlclende (actual or 

14 conetruothe) on etoolt of forelp penonal-lloldlll& co..,.lee1 

' 15 (2) Int.reet.-'lbe dedlloHOII allowallle for eoaoll taz-

16 able 'fe•.r for lntereet ehl\11 be roduoed b'l 1111 UIOUilt tdlloll 

17 1e the - peroeatap of 110 ..ob of eoach lnteron u 

• 
Regraded Unclassified



-10-

1 _..loa 5ia)) M tM ,., ••• *iek \liD -

2 of \M 4allT _.,.of 'bonow4 la-W oepl\al 

3 (dotom~4 wader Mo\lon_1h)) h of •• llllll of 
• 

4 tbo 4allT aaounto ot tbo 'borrowo4 oapl\al: 

5 and 

6 (J) booM \aDo.~ 4e4uoUoo for \aDo alhwlllo 

7 tor euoh \uablo rear allall be lJIOnaoo4 "'a_., 

·~ to tho tu Qllllor Obaptor 1 ,.,Ulo for noll \o.Wlo 

9 • 

• • 

• 

10 (4) J)ep1eUoa. 4e4uoUoa. • ......fbo c!.ecbaoUoa. for 4ep1eUoa. 

11 ahall DOt n cood tOe ~t wbloh ~4 be a11owlllo lt 

13 .. c\loo ll4(b)(J} or (4). 

14 (b) taxable Teare lo laM Perlocl.-tu omeea pl'Ofltl 

16 (1) fewle ;pan 19)6 u4 19)7.-ID. \be -of a 

17 tamlo par .abJect \o t'- .. .,. •• Aa\ of 19"' 

11 eM11 'M \be Mnal-\U -· .._.., M .. ftMl la eedSa 

• 

Regraded Unclassified



-11-

1 (2) !aable )'O&rl 1936 ad 1939.-In tbe uoe of ~ 

2 othor ~AX&blo 'fC&r in tbe bnao period, ohall bo the opecial 

3 clo.oo not incooe . aa definod in oeetion l4(a) of tbe applicable 

lj revenue lav; e xcept that the folloviDG adJuotmente ehall be 

5 (}) Dividendo, intereot, end taxoo.--Tho credit for 

6 clividelldo rocei vod and the deductiono for lnt ereat end taxeo 

7 ehall bo edJuoted 1n the aa- .......,.r aa 'ProYiclad 1n aubaection 

8 (e.)(l), (2), and (3), reopecti.ely; end 

9 (4) Di..U1oved capital 1oooeo. ~hare ohall be added an 

10 amount oqunl to the amount dioallovod un~or eection ll7(d) of 

ll the npplicnb1e revenue lnv b)' roaaon of the nppl1cnt1on of the 

12 $2,000 limitation on the exceao of louea over ge.ino frog the 

13 ~· or exchange of capital e.uota. 

14 SJC. 6. IXCJSS P!Dl'ITS Clm>IT. 

15 (a) Definitiona . -:ror the Plrpoaoa of tbia aubebepter -

16 (l)(.l) The tero 1 baoe period' in the cnoe ot an)' t~>XJ~eyer 

17 (oxcopt & tiLXj)e)'er doocribed in oubpom&rnph (B) of thio pora-

16 crn'Pb) ........ t he te=l>lo rear• bel;tnnio.<t otter Decelll>er 31. 

19 1935, ell4 before J&aB&r,r 1, 1~. 

Regraded Unclassified



-12- 71 . 

1 

2 
, 

} val ln exietence durill« onlT par\ of t» fon;r-elcll\ IDn\he 

4 prlor to euch date, the br.ee period ehall be 111ob fon;r-eicM 

5 tCntha. 

6 (2)(1.) !be ten> 1 1>680 period ne\ 1nco.e1 
-• \be 

• 
1 ..cresah ot tbe exce .. proti h net incoae tor .... of \!lo 

~ 

8 \e.llable ;reare (exceyt tbe ;re&re epecltl~ tl~ (B) 

10 ot eC\Ch ;re&r in auch period in which tbe dedueUone plue the 

ll credit tor dhideDil• rece1T8d exo•~ the gro•• incOat, bJ 

12 t» AJOOunt ot euch exce... In deteraininc the .......,, of 

15 (I) lD the caae of & te.xpeJU the b&le period of 

16 "bleb 11 deteraincd Ulldn perecrapb (1)(1) of \hie eu'b-

17 110\lCD, \he IXCIII prcfl\1 DO\ inoo• for IZJ:f Of the 

19 .... r ~ ()) ebaU lie U. - of (') lO per _.., 

Regraded Unclassified



72 
1 ot 10 allb ot U.. tJneate<\ eap1\al ~r •• ,_, u we 

' 

2 
..,, •DH4 f500,000 pl.ua (U) I per oeatua ot U.. rne•n"er 

3 ot ev.oh 1uaatad capital . 

(3) 111. tM cue ot a tupqer \be baM par1o4 ot 

5 vll1oh h detanllined under paracreph (1)(B) 6t th1a eu'b-

6 M OU OIL-

7 W !he Ianete<\ capital tor each ot U.. tu- • 

9 • 

10 IIIIich 1t wu DOt i n exla\anoe ab&ll 'be \he uowat 

11 de\enllle<\ ""'"r P'ftCJ'8pb (5) (B) ot t hh mbaeoU on; 

12 

13 (B) !he 1ueatad capital tor U.. tuable .,.ar 

oonabUDC ot tM ...,.111.der o t that pari of 1h baM ) 
15 

16 

17 

11 

"Q Mlw _..._ po tn'hc u. nnt .., of iu er1 r w. 

Regraded Unclassified



1 

2 

p\e of t!ae illftete<!. capUal tor MOb of \!ae \&able ~ean 

111 tbe bale perlo4, blat Maoh peroe11t~ •ball 1110\ be 11 .. 

tball 4 110r mre tball 10. 

• 

9 W1obner ot \be tolloviD& auollll\e 1e \!ae e~er1 

10 

ll 

12 

1} 

14 

15 

16 

17 

11 

19 

19}9; or 

(B) All ur:>w>\ ecpal to tbe illwe\14 c:.pUal 

31, 1939, relaoel' 117 \!ae - peroe•-.. of re­

lbaoUo• aa ll •ppUaabll 1111411r -uoa i 111 

redao\loa of \!ae aw...- laweHI .-pt\al of tM 

pnaJ't• .._,. ,..r. 

73 

• 

• 

• 

Regraded Unclassified



1 
(6) Ill \1111 cue of a \Ullllrar' *lola _. 110\ I.A ezlate .. 

2 '118tor- tbe '118&1ui.JI& of lh tl,nt taalll8 ,.az ll.llller thh 

3 8Qbch8p\er, ita 1owet' I.Aftahd. eqUal abal1 'be Aro. 

4 ('b) lbceaa Protth Cnd.U.-!be uceaa protlh cnd.U ahall 

5 be an aoount equal to tbe aua ot the tollov1D&I 

6 {1) With reepect to that parl ot \1111 I.Aftated. capital tor 

7 the tuable ;rear IIIlich 4oea DOt e:a:.eol f500,000 aa4 doea 110\ 

11 

12 

13 

14 

15 

16 

17 

11 

cantwo, vhicbtftr 1a the creater; 

(2) Vi th reepect to that part of tho re•1Dder of tha 

in?nted. capital for the tambl8 Te&r vhtch doe• DOt exceed. 

thereof equal to \1111 'bue period percentact; 

(J) It ~~either the I.A? .. ted Cf'.pUr~ for the taro 

~.ooo. an ..owa\ eqa.al to 10 .,.. oe11\aa ot tbl •-• 

74 

• 

. 
• 

Regraded Unclassified



-16- 75 

1 
(II) If both \he iA.,.ated eapU&l for \be taabla 

2 ,-ar 8JII\ the lowat 1Anated upit.U are IXIN t hen 

3 $5(>0,000, 1111 uount oqwll to S par centwo of the ezceaa 

4 of the in?eatod c~ital tor the taxab1o year over the 

5 1owoat invcated cr.pitnl; nnd 

6 (5) lf thn in• eatod cnpitt\l for tho t-.-b1e 

7 year 1a oore ttuu:. ~.000 and the loveat innated 

9 (A) 10 per centw:> of thn oxce.. of 

10 ~00 ,000 over t he 1owoat 1nvoatec1 ~pitnl.; 

11 p1~a 

12 (B) S per cent= of t hn oxceaa of t hn 

13 inY&at ed cc.pUel for the t r.xab1e ,..,.... onr 

14 ~.ooo. 

15 S.EC, 9, IMPOSITIOll OF ~. 

16 (a) Detillition of .Adjuat(l(\ hcoaa Profit& J et Incol)&, -

17 .U ~eed iA U.h aection, the ten< 1ec1Juted exceao p rofit& 

18 not i nco•• 1n t he .,.. ... of IVl;f ~le 7-.r aeMa the oxceu 

19 profi\a .,., iJico"" Dina.a the co ofl 

Regraded Unclassified



76 
1 (1) lpeclfio a~loa.-A epeolfio .. ..,,loa of 

2 f5,000, or, U \M \Uable JMZ 11 a ~rto4 of le11 \11M 

5 d1Yld1DC the r.,.uu 1>7 \be DW:Ibor or daJ• 1A tbe tvelw 

6 80Rtbl praca41ac \M da7 followiJIC \M oloaa of \M 

9 tbe a.et lo~era cqital pill, U detilloed 1A MCUOII 

10 117(a)(8). 

• 
11 (b) 111()011t1on.-!bere aball 'be lanad, collected, u4 

l2 paid, tor each tuabla ,-ear be~ attar Decaebar }1. 

lJ 1939, on tbe exc••• protita ~~et 1~o• ot awq coztooraUon 

14 (uoept a coztooraUon aa10pt, ate.) a t&J: eqaal. to till ..a 

15 of tile follovl.DCI 

17 of till ad,lllne4 •-•• )lrOtl\e M\ u-• u 4oM DO\ 

••n•l aa _, ..-1 \o till •-" of 15 ~r ---

Regraded Unclassified



77 
1 (2) Second bra<:ket..-40 per cctoa of 110 .acb 

2 of the a4juat«l excess prot1te net 1ncoM •• eXCMde 

an uount equal to lS per cent1111 of the iJrnlsted 

4 capitol and does not exceed :lO por centwa of the 

5 infested capital; 

6 ()) Tb1rd bracket.-sc> per cctua of eo IIUeb 

7 of the a4jut«l excess Jll'Qt1ts net inoc.t as uceeds 

8 an a~unt equal to JO pe jlllntlla of the 1nveeted 

9 capital; plus 

~ 

10 (4) Net long-term capitol gains . -An uount of the 

11 net long-tom capital gain eq1111l to a pereontega thereof 

12 'lllh1eb percentage is the highest rato &?Plieable to a:tr:f 

part of tbe adjusted excess profits net 1neoee; but the 

14 eaount under Uds paragraph shall not exceed 'llhiebevor of 

15 the following aaounts is the ...allera 

16 (A) The sllll of (1) 25 per centum of the 

17 ~o~DCJ~~nt of such net long-tol'll capi tGl. gain , plWI 

l8 (11) the liiiOIIIIt of the adjusted IXCUI profits net 

19 

Regraded Unclassified



78 
1 

(») "!IIIII _. of (1) 110 ,.1' --- of U. -' 

2 

J 

5 

6 
it~coae h leu tban 15 ,. .. cet~tua ot \M 1Anate4 capital, then \lla 

1 

10 -p~m'f1U4 11> aubaect.ion (a)(l) . 

ll SJC. 10. COIISOLI!llm Jii!uJiiS, 

12 (a) Detilli Uot1 ot 1UtU1a\e4 lh'O!lp1• -Aa 11ae! 1A \Ilia 

.l} MCU Oil all "e.ffU1ate4 CJ'OGP1 aeall8 ou or 1101'8 cllai.Jia ot 

16 (1)' A\ laaa\ 95 ,.r cen\ua of tM atoolt of aacll 

19 oorp~mlou; u& 

Regraded Unclassified



l 

1 

2 

3 

II 

5 

6 

7 

s 

9 

10 

ll 

12 

13 

111 

15 

16 

17 

11 

19 

(2) 1M •- ,..._. oorpusUoa - Uroeot~ 

at lau' 95 ,. ... -- of Ule etooll: of a\ 1M&\ - of 

\be olller corporsUou. 

.u uN4 u \hh .,beecUon tba hrs 1 1\o~ do .. not 1nclud.e 

• 

(b) J111D« of Coneo114a'-4 lltui"U.-

(1) An att111ahd poup of corporsUou, 4.etermiiH 

u of tbe beet~ of JUIU&I"7 1, 191!0, aball fila a 

oonool14ate4 return tor tbe tuabl• ,. .... 

ot tba oo_,n parent corporsUon w:.der thil 

.,bchepter bec1=1D« after DoceDber 31, 1939, 

(2) CorporsUo.u required to file a oouol14.e\84 

tile oouol14.etecl retui"U for tbe tuabla ,...... 

GOI'Jei'SUou-

79 

• 

\ 

Regraded Unclassified



1 

2 

-c-

w llllab a\_, U• 41uUc Ule fln\ of..- "•)le 

,..... -u liD\ 'be 1Jio1GM4 wtW. ,. aftUiaHcl piiiQ u 

the pero.,.tace flpre lJI abMo\lOil (a) wre 10 per ceataa 

111 lin of 95 per oentwo, ellall DOt 'be l110lG4M lJI the 

con.o114aUd re\llrn for eMil of l llch tuabll ,...-., bolt ellall 

'be reqlllrad to tUe a eepara\1 re\'Uil tor IQCil ,_,..: or 

7 (J) llhlch a\ _, \~ 4uriJic \Ill IICO!Id Of IQCil ~ 

s able ,...-. wal4 110\ 'be l llolGM4 wttbln \he atnlla\e4. piiiQ 

9 if the perolll\a&e t1pre 111 nlleeoUoll (a) WIN 10 per 

10 c111\ un 111 lilll of 95 per 0111\u , ebal1 1>0\ be 1D01u4ed lJI 

ll the coiiiOlide\14 re\Ul'll tor lllch \uable 7l&r, but lllal1 be 

12 reqll1rad \o 1'111 a ecpara\1 re\'Uil tor ncb Tl&r· 

13 (c) l.eflll].a\ione.-!111 Co-.!111our, wi\11 the approftl 

14 of \M S.cre\ezy, ahell preecribe IUch re.U.Uou ae M -

15 deea DOO .. II%7 1a order \11&\ \be \as llablli\7 of _, at!Ul&Hcl 

16 ct'OilP of oorporaUou -.1c1J1c a OOIII01lde\14 re\'Uil alld of each 

17 corpora\ioll 1a \M CI'O'IIP· bo\11 4ur1ac alld at\lr \he perio4 of 

lS at1'11l&Uoll, -'be detemiu4, ..-He~, ueeeel4, ooU.OW, 

19 u4 ~ 1a 8llab -r u ~ \o retleo\ tile-.. 

80 

Regraded Unclassified



81 
1 porio4 pore.,.._.. tba l.llwa\M oapl\al, M4 \be •-- proflte .. , 

2 iDeo•, t.D4 t o prewllt a~ldallce of \u 11alllll\J'. 

3 (d) Coap1ta\1oD. &114 P-11.\ of !az. -111. u:t cue 1.11 whlcb a 

4 conaolidated return 1a aade t~ tax 1111&11 be deterailled , coiOplted, 

5 o.ueued, collected, &Dd ad,juatod 1D r.ccol'dance vitb t~ re6Ulat1ou 

6 Wider eub .. c\ion (b). 

1 (e) 7orei£1l Corporatiou.-.t. torei(;D cor,oraUOA &ball aot be 

8 'deeDed to be att1liatod vUb u:t ot her corpon.t1on v1\bl.ll \be •&D.I.IIc 

9 of tbh eect1on. 

10 (f) Chilli\ i'~e Act Corporat1ona. -.t. corporation organised Wider 

11 tbo China !l'rade .Let, 1922, ahal1 not be daeoed to be affiliated vUb 

12 aD¥ otb8r corport\t1on vUh111 the .....,iJ>c> of \bll aecU on. 

1} (&) Corporation• DeriYill& lnco• l'ro• Pouuaiona of tJII1\e4 

14 Stat ea. -lor the pu.rpoeea of thia aect1on r. corporation ent1\led \o \be 

15 bea.tlte or eect1on ;!S1, by ru.ao11 of recehiiiG " 1&ri" pei'C&Il\ael of 

16 1noome fro11 pouuaione of tbe tJnito4 St~tea, W...11 be treated ae a 

17 !orei&ll corporation. 

18 (b) Allocation of IDeo• &114 DecbloUou. - lor allocation of ~-

19 &All da4nct1ou of rela\M tredaa o r llaaiJ>eaau, ... •nlOA 1!5. 

Regraded Unclassified



2 

) 

4 

s 

6 

7 

8 

9 

10 

11 

12 

l) 

14 

l.S 

16 

17 

l8 

19 

(a) O.t1n1t1on.-Aa U.S 111 Wa lllbcbapter, tbe ten 

•poreona1 eerrlca corporation• Mane • corporation whoee 111~ 

is to be ascribed primrily to tbe activities ot the prinoipol 

ownore or s tockholders who ere theaae1vee ro811ler1y enppcl in 

the aou,. conduct at the affaire ot tbe corporation and 111 

which capital (wbetber itmlated or borzOONcl) ia not a aterial 

111oOM-PJ'(lCiuc111g tactor; but cloea not inclucle any foreign 

corporation, nor any corporation ~ per centua or JDOre ot 

whose groee 1nco1111 consiate ot pine 1 profits, or 1ncca~ 

clerivecl trao tracl111g as a pr111cipo1. 

(b) Blection as to T&JalbiUty . .... It a pereonal serrlce 

Corpol"otion lllgnUiee, 111 1 ta return tor &n7 taxable year, 

ita clalllre not to be Sllbject to the tax iapoeecl UDder tine 

&Nbclwpter tor Mlch taxable year, it 8ball be ex.pt b-oa 

euch tax tor auob Jll&r, ancl the proviaioiUI ot Su,ppl&ant. S 

ot Cbepter 1 ahall apply to the .,....,holclen 111 nob oorpce-a­

Uoe~ 1lbo are -h lbareholclere 011 tbe l.a.t. cla7 ot ach tu­

abla :raar ot tbe oorpcra~011 . 
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(a) Equity Invested Capital.-Where the Co.ieaimer 

doterainea that the equity investe<l capital aa or the beCinninc 

ot the te.><pOyer•s first taxable ;year W11er t.hie ~bchepter 

cannot be determined in accordance with aection...!t, such equity 

invested capital shall be an amount, determined in accordance 

with rules and regulations prescribed by tho ea.issioner with 

the ·approval of the SecretarJ', equal to the aura pte or the 

adjusted beaia, at such ti.ale, ot the aseata or the taxpayer 

then held minus the indebtedness outstanding at ~ch t1.a1e , 

The equity invested capital for each dey in the taxpayer' s 

bue period and for each day otter the beginning of the tax-

payer' a first taxable year Wider tb1s sul>chapter shall be 

detcNinod, in aecordanco with rules and regulations prescribed 

by the Cooaiss1oner wi tb the approval ot the Secretary 1 ua1nc 

ae the basic tl.gure the equity invested capi tel aa or the be­

ginning ot such first texable year, 

(b) Fore1gn Corporatiooa,-In the cue ot a torei111 

corporat1oo enpcoed in trade or bull>eea within the tited 

...... ~ "" la'lil'.c an ottice or place or bua1De•• tbenin. the 
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iJIYasted capital t or &11,7' taxable ree:r aball be <latar.ined 1n 

accorclanca w1 tb rules an<! regulations prascribe4 b)" the c-­

.Ussioner with tho appro.al ot t he Socrataey, under which -

(1) General rule. --The .d&il,y 1nveate4 capital for 

ony day or the taJcable yea r shall be the a ggrogat.a ot the 

o4justed. besis or each United Statas assot held b)" the 

taxpay»r on the beginning ot such 4&7, In the eppl1cat1on 

ot aection 6 in re<luction ot the average in-.ute<l cap1 tal 

(deta1'1111ned. en the besis ct aucb d&il,y inveete<l capital), 

the tarms •admissible assets• and •inadmissible assets• 

shall include only Un1 ted St&tas assets; or 

(2) Exception .-lt the eo-l.ssioner 4ete1'1111nes thet 

the aaount of lbitod States asaets or the taxJ>a.18r cannot 

be deteradned., the invested capital t or the taxable year 

shall be an &ll<lunt which is the ...., percentage or the 

aggregate of too adjuated baaia of all asset s held b)" the 

taxpa;per aa of the aDd. ot the last clay ot the taxable ;rear 

'lhicb the net inco• tor the tuable year .troa aourcea witbiD 

tba IID1W States 1a ot * total net inccaaa of the tup&JV 

tor -=b ,.ar. 
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1a liNd 111 Uda llllbeect.ioll, U. tera •tited Stetea a..t.• -

in accordance with rules and re,ulationa preaoribod by the c..­

JOiaaioner 111. th tho approval or tho Secretery, 

The f ollowing corpor ations shall be oei!Pt !rem the tex 

il:lpoaed b)' this 1111bchapter a 

(a) Cor porotiooa exel!lpt under section 101 troa tho tex 

imposed by Chapter 1 . 

(b) Foroign personal hol.dinl co~~paniea, as def1ned 111 

section 3)1, 

(c) 11UtU3l investment cc:apan1ea, a a def1ned in section 361, 

(d) Pera<mal holding coapeniea, aa c1Atf1ned 111 section SOl. 

(o) Foreign corporstions not •D&DIOd 111 tnde or bua:1naaa 

within the llnited States ard not haYine an omce or plAce pt 

buaineee therein, 

szc. u. 111!1111110 or T!RIII IBID. 
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SIC. 1S. AIIIIJ!lli'IBUIVI I'IOWIIJDIIS, 

m prorisiOftll ott. (1Dclad1q peaAlu .. ) app11cabl.e ill 

r..,peot ot the tuu illpoeecl b)' Chapter 1, aball, 1Daotar u 

not 1Jicona1atent with tbla eubchapter, be appllcab1e 1D respect 

ot tho tax Upolecl b)' tMs eubchapter. 

fiTLit II 

-
.Alii!IIDIIUI!'S TO CIW"ttiR 1 OP m~ R!9llflB CCIII 

SEC. 201. IIJIIIINO.S .AJI) 1ftoFITS OP OORPa!ATIOIIS, 

(a) lblar Intornal Revenue Coda,-sactlon US ot tba 

Internal Revenue Code 18 BD~endecl b)' 1uert1nc at the and 

tharaot tho following new subseetiont 

1 (1) Street on Earnillgs and Prot1te ot Reeoptlon ot 

Gain or Lou and ot Receipt ot Tax-tree DhtribuUana.-

Gain or l oa tr.. the eal.e or other diapoe1 tion (attar 

PabNarJ 211, 19U) or propart:r b)' a corporation aMllincrea::s 

cr daoreaee ita 1111'111n&s and prot1ta (tor ·lilT pericd bel1=1nc 

attar hbrut.l'J 28, 19U) to, but not beJocd, the extent to 

wlllob -b p1D or loee ae (IlDia' the t. app11oabl.a to tba 

J'MI' 1A 'lllilb ach ala or dUpo.tUCD •• ...S.) rae ,..._, 
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izl eoaputing net 1Dca:oe, or (in the caea or lou) would ban 

been so raeopsed under such law it under such law the basta 

(including a substituted basis) for datarlllining tba loss b8cl 

beon tho fair market value on !larch 11 1913, 1f higher than 

a bub otherwise detemioed. Where in determining the acljustocl 

basis oaad in computing ouch recognizGcl gain or loss 1 the 

acljustcent to the basis (or, in the eaaa or loss, the bir 

011rkot Ylll.ue on !Breh 1, 1913, it such value is higher thaD 

the basis) h clifforent trom the acljustmont to such basis 

proper for tho purpose of determining earnings and profits, 

then the lattor adjustment shall be used in detenol.ning the 

1ncl'04aa or decrease above provided. Where a corporation 

receives (aftor Febnary 28, 1913) a distribution tree a 

second cc.rporation which (under the law applicable to the 

year ill which the clistribution was 118do) wae not a taxable 

dividend to the sheroholclers of tba second corporation, the 

lli!IOunt of !lllch clietribution shall not incroaee the earnings 

and profits (fer any period beginning after Fabnl&ry 28, 1913) 

of the first corporation in the fol.lowinc e&MII 
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1 •(1) llo auch incroue lball be Mde in respect. ot 

2 t.ho part ot auch diatribuUon llbich (undar web law) 

3 is cl1roctlT applied in reduction ot tho besie ot the 

4 stock in respect ot 'llhich t.he distribution •• made , 

s •(2) No such iner<>aae shell be lllllde it (under such 

6 law) the distribution eeuses the besia ot the atock in 

7 rospect ot llbich t.he distribution 1135 ucla to be allocated 

8 bet'll'aen such stock am tho property receiYed. • 

9 (b) Effective Date of Al:IOndmont, -'l'he amendment JUde by 

10 subsection (a) shall be applicable to taxable year a beginning 

ll attar Deeombor 31, 1938. 

l2 (c) tinder Prior Acts ,-Tho following rules shall be 

13 applied, tor t.ho purposes of tho Revenue Act ot 1938 or any 

14 prior Revenue Act as 1t such ruloa wore a pert ot each such 

lS Act 'llllon it waa enacted, in detarad.ning tho oarn1ngs am 

16 profits of a corporation for any per1ocl attar February 28, 1913• 

17 Gain or 1oas troe> the sale or other disposi t ion (attar 

l8 Februat'J 28, 1913) of propert7 b7 a corporation shall inereaae 

19 cr docreue ita earnings &lid ~ot1ta (tor WfT par1ocl beginning 
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an.r r.tna'7 28, 1913) to, blat DO\ beJcal, t.bl ezte\ to 

wbich IUCh .s.n or loaa _. (Uider the law applJ.cabl.e \o 

tile ;roar in 'lllb1ch web aale or d1IJ)Os1 \ion •• -.de) reoopiHcl 

in col!lpUting net incoll8, or (in the oaee ot loaa) woulc1 bave 

been so r ecopdzed under such law it under such law the basis 

(includinl a Sllbst.ituted basis) tor det.eni1Diill t.bl loaa '*1 

been the tair arket value on March 1, 1913, 1t hiat>er' tbaD a 

basil otherwiae detel'llined. Where in dete1111ni.ns the adju11ed 

besie ueed in cc:aputtns such recopdsed pin or lose, the 

adjustment to the basis (or, in tho case ot lose, the fair 

marlcet value on !larch 1, 1913, 1t such value is hiBber than 

tile basis) is different trc:a tho adjustment to aucb besia 

proper t or the purpose ot determninl eaminsa and protita, 

then the latter adjustamt aball be used in detel'llin1nl the 

increase or decrease above pronded. Where a corporation re-

ceivea (atter Februaey 28, 191.3) a d18triblltion troa a aecOIId 

corporation 111b1cb (Uider the law applicebl• to t.bl .,.r in 

*lcb t.bl dletribat.ioo _. .-de) .. ~ a ta•bl• 4lrideal 

89 

Regraded Unclassified



• -""' 
1 ..e u.tnbatlhillall liD\ s-u• U. ·-....,...,,. 

2 (tor., pdicd t 1',.,"1 an........,. 31, 19U) ot u. ana 

) ccrpont.ioo 1n ~ tollm.DI -•• 

4 (1) Jlo ~ inona• lbal1 b8 ...S. 1n rellpHt of 

s the pert or such diatribut.ioo 111\1cb (under such law) u 

6 c11netl.7 applied 1n rediiGUoo of U. buU of taM .took 

7 1n r .. pect or wtd.cb the d1atribaUoo -. ..... 

10 

11 

or wbiob the diatrlbut.ioo •• ...t. to b8 allocated be-.11 

.. . . 
l2 SIC. 202, !.U or S!!4RE!IlLDI!RS or PIIISlJW. SERVICB OOIII'(IIATIOE. 

l3 Clllpter 1 of the Internal ae,. ... C<lda h -aded bT llleert-

14 in& alter Suppl-t R tbe follawin& nn SIII'Pl-t• 

15 °SII'PUIOIIf S - !.U or SlfADIIlUlDS 01 Pll8tw' 

16 SBIIVICE COIIIUIUIOIS 

17 ouc. 391. lPPI.lCAIIlLift or 8G'l'LWIIIf. 

• 

• 

• 

.. 
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1 eecUon tor 8117 taxable JNr troc the uc.aa p~tits tax 1Jipoeed 

2 by such subchapter, the JrCYial.ons ot thl.a Suppleent shall be 

3 applicable with respect to each aharellclder or such corporation who 

4 wns a ahOreholder 1n such corporation on the last da7 of such 

5 t.uable l"'ar ot the corporation. 

6 •SEC. )92. l.tiDIS'l'BIBIJl'Eil SUPPI.Elmn' S NET DIOOIE. 

? •For tho purposes ot this chapter, the ~ 'Wldistr:Uruted 

8 Supplea mt S net income 1 aaans the Supplement S net income 

9 (as defined in section 39)) ad.nus the amount ot the dividonds 

10 paid during the taxabl e l"'&r. 

11 •sEC. 39) . SUPPIEKENT S NET JNCOIIB. 

12 •For the purpo'!"s or thia chapter •Supplement S net 

lJ income• means the net incocte, except thet there ahell be 

14 

15 

16 

17 

l8 

19 

allowee os additional deductions -

11 (o) The Federal income tax pa,.able under thia chapter 

for the taxable )'Qar ; and 

•(b) In lieu of the deduction allowed bT section 23(q) , 

contributims or gifts, pa,....nt or which 1a ude within the 

taxable JNr, ta or tor the uae of dooeoa ducribed 1n aectim 
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1 2)(q) tor the pus poeea t11ere1D tpeCI1tlecl, to • ~ 'llld.ab 

3 coiiPIItod wi~ut tbo benet1t ot tbie nb-t.ton ani HOUon 23(q), 

4 OSJC, )94, !DRPOI!ATlOII DI!DIB TADD '1'0 8HAJUIII)IJ)JRS, 

5 • (a) Qonaral. Rule ,-The uMiat.ributod Supple_.t S net 

6 1.oe ... ot a peraon&l. eemc. corp:>rat1ocl 1baU be inol.uded 

8 the ut.ent eet tortb in tb1a Suppl.eMDt, 

9 •(b) Mount Included 1n Oroae Inco•. -lacb lbareholder 

10 111\o, on thO leat da;r or the t.uab1e ;rear ot tba oorporation, 

11 wae a shareholder in such corp:>ration abaU include 1n bh sroee 

12 1.oe.-., aa a dJ:ridend, tor the t.uable ,ear tor 'tlb1cb or in 

13 'tlb1cb the tuzlb1e :rear or the corporation eade. the ..,..,, be 

14 -.,old hna raceind as a di'fidend 1t on aucb l.ut cla;r th-

1S bad been dietributed by the corp:>ration, aDri nc.iftd b;r the lilian-

16 

1? 

18 

19 

boldara, an ADOimt equal to the undilt.ributied Sapp>IJ:J.-!IIt s an 

iDa- or the -parat.ton tor tha tuabla ,.ar. 

•(o) Cradit tor ~tiCIDII ot the lalltad Stat.ae eDr1 It.a 
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1 ~net inc~, tor t.be purpoeea or t.be tax ~aed b7 

2 eect.ion 11, 13, 14, 201, 204, m, or 362, or hie proport1011ata 

3 share or the interest spec1t1ed in section 2S(a)(l) or (2) 

4 which is inclllied in the gross 1nc011111 or the oorporation. 

• 
S •(d) Et'Cect on Capital Account of Personal Service 

6 CorporatiOD, -J.n a..:>unt oqual to t.be undistributed Su~nt S 

7 net inc~ or t.be peraonal se.nice corporation for i te taxable 

8 year eball be conddered es pa1d.-1n surplus or ao a contribution 

9 to capital, and the accullllllated 8&TIIings and protl.ta as or the 

10 close or the taxable -,ear shall be oorrespondinel7 reduced, 

U it such anount or aey portion thereof ia reqllired to be inclllied 

l2 as a d1 Yidencl 1n the gross 1ncoae of the ahareboldera , 

p •(e) Basis or Stock 1n Handa or Sbareboldera. -Tbe """""t 

l4 required to be inclllied 1n the gross 1nc01:1e of the abanbolder 

15 under wbeect1on (b) aball, tor the purpoao ot adjusting the 

16 baaia ot bia stock 111 tb respect to wtd.ch the d11trlbllt1on 110\lld 

17 have been llede (it i t bad been ...:!e), be treated tu baYing 

l8 baen rei.Jrraeted b7 tba eharabolder aa a cootr1but1oo to t.be 

19 ca;rital ot the corporation; but ooq to tile ~ to wbich 

Regraded Unclassified



94 

) the laet detendnat1on ot the 8barebol.der1a tax llabllit;r, 

• 
4 lllde betore the expiration ot •Yen :tt~era atter tlte elate 

5 prescribed by law tor filinC the return. 

6 •(t) Period ct Ullltnic:o ce .hsea-nt and Collectic:o.-
~ 

7 For period ot lit:d.tati~JII uee-t and collectic:o witbout -· , 
8 auu.ent, 1n tbe c:aae of ,., • to include 1n aro• inoo. 

4 

9 the am1111t properl;r inollldibla tll .... in under llubeectic:o (b), 

10 oec aection 2?S(d). 

ll 

12 •In the ca ... ot a sltarebolder taxable llllclar eect1on 

2ll(a) or 23l(a), bia dietributi<re alan ot the un11atributed 

Su;>:):L.ant 8 net inccae ot the corporet1c:o required to be 

lS 1nc111<1ed 1n the 11'088 1nc01:111 aball be conal.clared aa a di'ridand 

17 "SIC. )96. 8BARIIIllD1111. 1S t.\1 !'liD Br ODIIl'aL\fllll. 
' 

1.8 

19 taxable J'MI' 1111c1ar -u.. __ ot 1 b ' : 1er _ of Qcs&er _ 
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1 &ca -• proftt.e tu. it. llall, at a. U.. of ftl1ac 1\e 

2 ntanl, JI&T to U. collector u ~ ~ to \be _, 

3 tba~ would be requ1recl liT eecUcm 143(b) or 144 to be decluct.ed 

4 and wl.thbel.d b)' ~be corporaUon if IIDT uount reqllind b)' t111e 

S SIIPP"-nt to be 1ncl.Ged 1n the sro• inc,_ of U. llbare-

6 bolder h34 been, 011 the laat dq of ~be t.uablo :vur of 

? the corporation, pa14 to the lllaNbold.er 1n oub • a 41'1'1dend. 

8 Such uount •ball be collect.ed am pa14 1n u. - _. u 

10 lqlon a return in the cue of a athe•tical error appeuiJic on 

u tba face ot the return. • • 

12 SEC. 20), STATtml OF LDIITATIOIIS IH CAS! OJ CQiSIIWtlfl 

13 DIVIDDIDS • 

14 Section 2?S(d) ot tbe Imernel. Reftll~~e Code (reletillc to 

1S otatuta ot li.odta~iall8) 1a • 1ed to reed •• follo.-c 

16 

1? 

lB 

19 

20 

95 
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1 ebarel of t.111 -s.1.etribated Sappll.1 -lltt. P ,., ~ ot 

3 • (2) Paraonal MMice corpcrat.1ona .-lb!.v aect.10ft 

4 394(b) (relating to the 1nclU81.on in the grou incOM 

s or shareholders or tbeir distr1but1'18 llharee of un-

6 distri buted Suppla.m~t S net incoa ot a personal aern.ce 

7 corporat.S.on)J 

8 tha tax •:r be ueeslled, or a proceeding in colll't tor tM 

9 collection ot such tax f1lllq be begun without aesn-nt, at ~ 

10 tiCIO w1 thin eeven lJ8&rs atta~ tile return •a tiled, 1 

11 SEC, 204, CREDIT or NOHRESID!NT ALIEN or 'rU AS SIWIEIIliDS 

12 IN PERSOJW. SD!VICZ caiPOIIIo.tiOII. 

Section 216 of tbe Internal Rnenue Code (relatillg to 

eNdit ap.inet tax ot a llQill"eei.dent alan indi't'Uual) 1.8 

OMndld b)' adding a t tba end tbereot a ,_ aentel>ce to reed 

111 tollowea •A nonruid.ent a11u individual ah&ll be ...,,.._, 

ne a credit apinst Me tax tbe .->t requ1nd b)' -'i<lll 396 

to be paid b)' tbe ~ ..rn.oe corporet.1Clll of 'llld.ch 1111 

9S 

u 

14 

l .S 

16 

17 

18 

19 1a a +mMbnlder wit.b reepec\ t.o 1118 tax UabWV 1Bia' Sappl-t. S.• 
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1 sEC. 2QS. CIUDIT or POII!IOII (I)RPOIIAnON or TJ.l .LS SIWIIII)lDD 

2 IN PERSOIIAL Sl!llVICB CX)IIP(Ili.TION. 

) SocUon 2)4 ot the Intor!IU Revenue Code (relating 

4 to croc11 to t\gainet tax or f oreign ccrporntioos) is amended 
• 

s b7 aMing at tho end thereof a new sentonce to read as tollon, 

• 
6 •A tore18ll corporation sball be &l1cwe4 aa a credit aca1nat 

7 ito tax the aaount required bJ a~ion :396 to be pe.1<1 b7 

a the persoml eervioe corpcraUoo ot 11hich i t is a shareholder 

9 with respect to ito tax liability Wlder Suppleaent s.• 

Regraded Unclassified



11 artor Decomber Jl, 1938, • 
• 

12 (c) lbler Prior Acts,-Tha tollowins rules eball be 

lJ llppliecl, tor the purposes ot the Revenue Act ot 1938 or an:r 

14 prior Revenue Act 1111 U such nllea were a part ot each such 

lS Act 1111en it •• enactecl, 1n cletermninc the earn1ne8 lUIS 

16 prot1ta ot a corporation tor an:r period atter h'br'llarT 28, 19131 

17 Gain or loaa !rca tbe aala or other ci18J)OII1 t1oll (att.r 

19 or .seor.,. Ua eern1Dp aD4 proAta (tor .., period bell""'• 

• 
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1 in eCIIIIJUt.inC .. t. inC~, or (1D t.be cue of loea) wwl4 ..... 

2 been eo reecpaecl Qlldar 1111Cb law U 11111ler nob lw the bu1a 

3 (1nolud1ns a eubat.it.ut.ed baaie) for 4et.e1'111nina the lcee bed 

• 
boon t.bo fair IO&l'ket valuo on llarob 1, 1913, 1t b1jlber t.baD 

n boaia ot.henrl.se detel'lllined, Where in det.enol.n1ns the adjusted 

10 

11 

l2 

lJ 

l4 

lS 

16 

17 

l8 

19 

basis ueed 1D ~ing ~eb reeopaoc1 p1n or lcee, the 

adjuat.Mit to t.be basis (or, 1D the cue or lcee, t.ba fair 

"""kot 'flllue on *reb l, 1913, U IIUCb ...J.~>e ie b1pr tbell 

tho b3s1s) is dittorent trom t.be adjuet.nt. to eueb buis 

proper for tho purpoae ot det.erml.n1ns earn1Dse an:l profit.e, 

then the letter odju.stllent llhall ba uaed 1D detel'llin1nS t.he 

inereaee or decrease above prortdad , 'IIbera a corporation 

roeabu (alt.er Februacy 28, 1913) a dietribution fr'ca a 

sacon:i C<Irporation 11h1eb (under the law applicable to t.be 

;year in wbicb the d1otr1but1cn was Mde) was not e taxable 

dividend to t.be sbarobol4ero ot the eecond corporation, the 

&l:Xlunt ot &lcb distribution all not increase t.ba Ml'll1np 

and profite (tcr azq period bepnmns after hllrual7 :as, 1913) 

Regraded Unclassified
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14 

15 

16 
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ao. lS. ADMDIIS'DIATIVB fiOYISlOMS , 

m pr~iei01111 ot law (includina penalt.i .. ) applicable 1D 

rei!)80t ot tile taxes blposed b7 Chapter 1, shall, 1Deotar aa 

not inconsistent with this 1111bchapter 1 be applicable 1D reapeot. 

of the tax imposed cy this subchapter. 

TITLE II 

AJIBIIDIB!ft'S TO CIW'TER 1 OF lln'nullL R!VEif1E CCilB 

SEC, 201, BARNINGS All> PROFITS OF OORPCIIATIOIS, 

(a) tlll4er Internal Re'leD\111 Ccxle ,-Section 115 ot the 

Internal Revenue Ccxle is amended b7 ineerting at the eai 

thereot the tollowing new subsection 1 • 

•(1) Ettect on Earnings and Profits ot Reco¢tion ot 

Gain or Loss and ot Receipt ot Tax-tree D1atribut.10011.-

Gain or lollS trca the sale or other disposi t.ion (attar 

Febru&%'7 28, 1913) ot propert)' b7 a corporation shall increaM 

or decrease its earnings and profits (tor an;r pericxl bsgf.nrtinB 

attar hbruaey 28, 1913) to, but. not beJoud1 tbe ext«<t to 

111d.ob IIUCb pin or loss ._. (under the law applioabls to the 

,_,. 1D wlll.Cib web lale or IU.IIPOeit.icn •• ..S.) recoan'Md 

100 

• 

• • 
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• 
• • 

1 u ....S 111 tllia ~. U. tala "1aalW ftatea ..._.-

4 missioner w1 th tho appro...:L or the Secretary. 

~ SEC. lJ . EmiPT IX>RPOIA!IDIIS. 

8 (a) Corpcnticna U8llpt llllllv ..U.ce lCil tree U. tu 

• 
9 illposed br Chapter 1. • 

10 (b) Fol'<lil!l'l poroonal bol.d1nc COIIIIIDlU, as 4~ ill 

ll section ))1. 

12 

lJ 

14 ( o) Foroic:n corporaticos DOt OJIP&II4 111 tnde or ba.Q.Deeo 

1S w1 tll1ll tbe ti ted States and DOt. baYillc AA ottioe or plaoe or 

16 

17 szc. 14. -.uo or !1111111 ..,. 

18 

19 
--·~~ ...... -- .... 111 ca.pter 1. 

• . 
• 

• 

Regraded Unclassified



1 

2 

4 

s 

6 

7 

8 

9 

10 

11 

12 

13 

14 

lS 

16 

17 

lB 

19 

20 

accordAinca wl. t.b rules and relf,llat1ona preacru..d 117 tbe Cca-

111ae1oner nth t.bo appr09al of the 8ecratal')', Ullder wbicb -

(1) Oeneral rul.e . -Tbe dail.J invaatacl capital tor 

on1 day or tbe taxable year shall be the aarepta ot t.be 

odjustacl basis ct each United States asset beld 117 tbe 

taxpqar on the begtnrd.ng ot auch daT. In the appl1cat1oo 

ot section 6 1D l'eductilm ot t.bo aver4p 1Dft8ted capital 

(dataZ'IId.ned on tbe basis ot llllCh dail.J 1n .. 8ted capital) , 

• 
the terms •admissible asseta• and "inac1.111ss1bls assets• 

shall incll¥le only United States aaseta1 or 

(2) Bxception.-Il tbe eo.l.aaioner detendnea tbet 

the count ot llni.tod States assets ot tba taxpayer cannot 

be date1'111ned, tbe invested capital tor tbe tuable year 

shell be an uount 11bicb 1a tbe - percentage of tba 

aggresnta of the adjusted belie of all aasata bald 117 t.ba 

taxpayer as or the and of tbe laat day ot the taxable J8&r 

which tbe nat 1ncoa tor the taxable J8&r l:roa aoaroea W1tb1D 

tbe llnitacl States 1a of t.ba t.ouJ. lilt iDe- of t.ba tupi.JW' 

tor ....:!~ JMI'• 

102 
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• 

1 • • 12. IPICDJ. c:ua. 

2 (a) lqul\7 IDn.W Capltal.--. U. aC -,~-~~-

) cMteraiiiU \bat. U. eqai\y in'ftst.ed capltal U Of tiM be.Snnt0 1 

4 ot tbe t.upayer' e t1rst. t.uable :rear unlar thie eabcbapt.er 

s c&MOt. be cMt.eraillecl 1n accordarloa wl til eeot.lon~ eucb equl V 

6 111Yuted capital at.ll be 811 &IIOunt, deteraille4 1n aco• nee 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

'0 

tho appr<lftl. ot the Secr$1'1, eqla1 t.o the eanpte ot \ba 

edjo.eted beals, at. eo.cb U., ot \ba u•t.e ot tbe axpa,.r 

than held llino.e tbe illdebtec!Mee outetandin1 at. each U., 

The eqllity 1n'f8eted capital tor each day in the ~r'a 

beae period 8lld for each day after t.he beliMinl of \ba tu.­

payer •s rl.rat. t.axable T&ar under ttd.a subchapter abal.l be 

b7 t.be eo.tl8ioner wl til t.be appraftl of tho Socretery, wd.zl& 

•• t.he basic ti.IIW't the eqllit.y invoeted oapital ae ot \ba be­

lillllirll ot eucb tirat. t.uable :year, 

(b) foreiln Ccrporat.iana.-lll U. caM ot a ton1ta 

corporat.lal -.r' 1n tn11e ar 'baatM• .s.wa u. llllt..l 

••\t"• "" ba'11Nr a otftae • p1.aoe ot ....... ..,..., U. 

103 

• 

• 
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104 
-- u r ., aanc& CDPC81o-. 1 ~· • -- ....... 

• 

4 ie to M aacribecl pr1•r117 to the activitl.el ot tbe prillolpal 

ownore or etoclcholdera 'IIIIo are u-..1'1'81 reCU].arl)- .. .,pc~ in 

6 the acU,. conduct ot the attalra ot the oorponUoa 8114 in 

7 ..tdcb capital (wbether inwst.d or bououu4) 1a DOt a atertal 

8 

9 corporation, ncr •tiT corporation SO pel' --- or 80N ot 

10 

11 derived !rca t.radin& as a principal. 

u (b) ID.ection as to Taxabillty • .....U a periOII&l eervice 

13 corporatioa lll.p1tiea, in ite return tor &tiT t.uable .,..r, 

ite d.elll.re not to be 1111bject to Ute tax illpoeed. under this 

lS Sllbcbaptor tor lllcb taxable ,.ar, it ebaU M ex.pt. boa 

16 

17 ot Chapter 1 ahall ai'P17 to tbe -.rebolden in .-11 IIUl'PCft-

18 

19 
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105 

3 (4) eo..,.-.uoa. a..,_, of tu.-IA.., oue la. 1ddala a 

• 
4 oo.Allcla\ecl nturn 1a -.ole \lie '-\ ellall 'be cle\ei'II1Mcl, oo!lpl\ecl, 

5 auouecl, oollectecl, o..ad 84Jgatoc1 la. aocol'ltuce vt \b \lie reculaUou 

6 ucler nbeec\loa (b). 

s c1Meec1 to 'be atflllatecl 

9 of \b1o eeoUoa. 

10 (f) Cbla.a fre4o Act OottitJOaUoa.-.1. oorporaUoa. or,pa1Mc1llllcler 

l2 U¥ ot'ber oorporatioa. vithln \be -la.& of t.h1o eecUoa.. 

15 bo.,.fUo of eectloa 251, bT I'OIMOD. of n oel'rlnG " larp ,...,...-... of l\e 

16 ll>co• froa. pooMeolone of \be Vllltecl ltl'tee, tlb&ll 'be tna\ecl .. a 

17 f onlp corporeUoa.. 

19 11114 teao\lou of nla\ecl 'nde• or '-'-'••• - .ala 115. 
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ftll ~ .... tw ... "-1 ... =-- .......... '---..... 
...S tppe uA; 5 1• opl"• tllat _.. _..ts..l :os illllliiiM .. 

• 
dc1:"4 ,_. tM • " ia -' ,..Ute • s- cUrD 

9 7., tc 

apMte4 11' .,.,,.,,_., Sa .....,, s scs4 1 t IUW sc\l'litr ...,. ~--

1D a ass.Mr of PIOII:S ls IV tM ~of •- pnfttc ta ~ 

t.be -liMIT per1D4. X 'Irs ot tile hz a-1\\ss lsaft rfticacs4 a 

ass.Mr of "'-'$Will 1' scs4 ..... M I ll tile i '!e •• -ra1l11.,'#1dtll 

J'ep~'MC\sti- ot tile .,.,, 2Q ., .. ,.-~ ...... -. .. Sa tile _. tile Clnp-

alsoal4 d...s.ls to ~ _. a tu, :rr 
9 *\ U lis t. 1 ' ta -

tor.~.v 1Eltla ...-u- • .M• • 

1: ftllt. tlas loula - -· -I'S· - ... 9

•\loD of ... - lis ... 

1D all I'IIJID~ .. Wildt. .. w'·1 e, M .. M. 

n 1a of pri-.J7 ••rt or tlls\ • : u we 1a1o1r 1dtll 
J"MU ltto _, ...... U. llca?ms •• *UP~'- we a.A, 

a:a4 t.be •ay:rt--. of .. hGt. • - 1dila h sc ia 
ta :ra\ss, --.v-.. sttsn pne., ..a mu • •e"ss • 

t.o ta lleMUtr tea4 to - prioe ilstlaU. to -
....... :rat.llcr ... u1Ma1 --,_, ._, ~ ta 
ra\ss I --. cs411PURrstift p 9 

,_ scs4 41m .. ua .. 
aDd 1 • rliU ot l1U.U., s:q dw to llotla ' s c wu 

a:a4 ... ,. .. ... ol1ttt.cslU.. ec4 *"*= -~ 
rcsduoed b7 4etiat.'-- scs4 ~ Sa tile ~ of """ 
1a iapos1DI \1111 ta, 

2. ftll\ \he \a lis ts•r:l • .u _,...u.... ...s ~. 

or tt..l ,_ •a--ibDIII st\ur Dill • w ll, 19.J9, 

/ ~If f 
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-a-

OM to a.rn.lU. fll h'_. -..U. .. U. fan *' 
1Dd1'1Sdad w' .....W pu Ito • n a ""- !W 

tasiiiC - pntlte --"" s.u.~ .... ,..._, 
,.ra 'tpo, pw I _.,. wpaaU.U, eto., &\ u Mt 

t.llat. u. - pl'llftU ta IMIII4 lie :u.&-. te wpwa' '­
Uid uiiOOl•u- w,_.ate :Ia ....... I' 1111r lie a•u iiid *' 
a..,... proft.t.e ta W 11"'t'• to all , & owu- Vie~~ tor 

t.11a ~ lCJil7, _. pa o ·~ !W -*no - tt 1 an. 
l.iJd.W te ~"- * aanalaU.. fW lU _. rt t ' ,...,.. 
3. !!lat. U. ta hlr -'a~ M....,. tte _u .. ot too ._.Uw 

t.aN .. t..u-a (a) ' as ........... , pl'&tlte 1a - ot ...... 

108 

(b) • tax buell ..... '" ,...ate 1a - ot • IPM1n.t ,... .... fll 

imut.ecl. oap1W1 a IIP"'fte CINdi' ot .,,0110 to M all t J ill el._ -~ 

lldla it ..,...uw u.t U. :a.. ot ta .- aat pnfttu 

iD_of..,.....a:.c;-twa-..~..WM 
t.lla s!wplM\ lid-' der'"N•.,. ot llltJ tor 

a l.iJd.W ;cwcr ~ it -.¥ ~ ~· Ja 

INblt.eDt.l.al lmUII1po 1a ..-td• - !lie ....... -

_. t;rpe of eq 11wU. ill rn'U;r - ..._ 1001 I z ft 
t.lla 1 , ,.ta .... P'l'iot s- ot _. .. Mn7 

cuocu • ..u..,., .. "'"lDu, ld.tll- lllleqatu 111 ot 
ot.ber bn1ln•• witll ~U'IOIJ.T -u ilufta._, 1a .._ 

peri.o4 ~ u 1a M1WNd "'"' - alt.natlft ....... 
ot det8ndaa\lalll ..a1d e)tp1•U ....._Ual Sa z ''"- ot 

applloatioa 1n u. cr-t .a3oritr ot -· n u ~ 
tbat. tlla le 5 ;w 1 'llir ~ or oU 1M, M aft..s.s 

.., optioa to npon * J111J tM ta ~ llr d._ ..t~~Do~, 
al'fiDC u. lleetit ot"'" altw..Uft ooapataUca. tlla.,.., 
CNOllt. of t l,OCIO 1a ._..w fW U.. Nl1at ot -u _,._~ 
ad OO:i J ' t.o a eSetler ...Ut e l l :1 .... t,M 14Jl.l .. 

1921 ·-Mt.a. 
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'· 'Din .......... ,.,..~,_ .... ,..., .. 

... period ... ---.1.--._-..... ~ J.- .. _.., 
• 

~ 1'*- ta ... ttllils io. .. , ... tW * ......... ., JM"ntii .... -

tor ~ ....... ,_ ... , ...... 1 .. 3 "111"'11 ...... - .. ..,.. ... en wt 

... , k ..... p ,._ I 'S 0 .. II$ 3 , ., 

tn.w •P'tel ..w .. ,,,_. ,.. • a : r a "' 
-' _. ,_ 1 utr. kt 3 I _.. 111 3 ,me 
::'1~~----=-· ,,.,3 [ ...... 
6. !at .. 'lllile .. hl .. tt.-·' I .-..JWIBb• 

tlleot.arfs..l,..t 1 ..... 3 

..... , [ ' ............ .. 

.-...P atuaw.._......... r .. P =. .... ., 
-...,_..._,_ ... II • ., .... d•• 
/ )Iff 
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ftle II 1 U. ia ... N ... paiSDUI 0/l .. '"• 
& Q ipt'-'~· ...... =1'"- .... h 1 .... u, .. atr~ --- -' .. 01' ~ -.LW. 

e. !II&\ M\ ~atlu ..it a-w -.tW ot atfUiaW ~,....~u.u: 

t~ -..n~a- ,...au ta _. s- ta r=: ~-. be nqa1n4 to 1oe 

~ ... ...u.daW ..... 'lluSa. 

C)nnrU4aUoG ot M\ proftto llld 1lrrMUd aapi.W m * cleWa '•Uoll ot ~ _. - )II'Oftu taz - -
quSft4 danJII ... 1lad4 liar ,..s.o4. .... ..-!\, -
~ ot amuaw _,...u- ...,. • ~ ot ... •--. 
U.. ot ~ eqtW • a -u..w 'llu1a !!ld.el!, rz­
._ ~ ot ~Uw • '"tor W&M•• ad co•= '• ..w .,. • ~ •tarUac pos.t t• det.ndMUau 
~ 1111111111' • F ; 114 - p'!lftu ._law, .._ to 
w.ttJ ' ot _, -UOiilllidal poSato ill \MU eu-U. ldftol7• 
u 1w taU tat -ri••w ntwu -u an ..-1\ ill _, 
•t.i.tll -- 1a ••• ,_ 1960 ... ril .. ' ,..., ... 
tat..,-aa~-ube_.~ s rWbirtl!w 
aw'tz·· or - ~w ~tii.N ..a ... tau 
,. 1M NletfPI iD ia4w & 3 proftU• latw' U ... 
'DUEU Nt sa atftlJaW WS +U..., 

9. B!a\ ... tw .... ~ .... proftw taz endit lMi all 4 ...-­

.. ct..Uo s- _. - profttw ._ oo*1Md at.lllr tiiiiD ...-­

t.bl ~ s- '-~-
l)l t-1 
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1111J -ponU.., liiiiiFhl- .,_ npP' ia ._ 

portat.Sa ..S .S.S. MUGU.. - a 5 ' t ''enr 
Uli p Mia lA sue1 M a 59 p' 5 , a. ...... • 
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M I I ,., ..S ta.t, ia lSa " 4, --lie 1 I I f • eU Wjl I 
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l 
Tit.la OI 

112 

• 
2 Repeal o~ Pro!1t-L111ltine Pnm.wlcaw or 

Vinaon-rra-JI.Act. and Jltroi!Mt. llll.r1De Act. 

4 sec. )01. The provisions of aeot.1on :J of the lot of llarcb :n, 

19)4 (48 Stet. SOS, )4 U.S.C. sec. 496), •• &MIIded, bes1=1ng wltb 

. 6 the first proviso thereof, and seet.1on 2(b) of t.be Act of JU!le 28, 

7 l9J.O (Pul>Uc, Jlo. 671, 76th Cong. , 34 •••.), lball not appq to 1Uf1 

8 aueb cootracta or subemtraets !or t.be -trvct.1m or ..ud'aet.are 

9 ot an:r ea.plete naval Yessel or an:r 1"1)" or Na"l)" a1rcratt, or ~ 

10 portion thereof, as ana entered into etter tba elate of .,.et.ant of 

ll this Act or are coapleted in a taxable year bepnning after Decaber 31, 

12 1939, and aliT •sre-nt to pe:r into the Treesur:r profit in excess of 

10 per cantua, 12 peA....tua, or 8 per oenta, u tba ca• -:r be, of 

the contract prices of ~ such cmtraeta or 1111beontracte aball be 

15 without effect. 

16 Sec. 302. The provisions of Motion ~(b) or tba Jltrci!Mt 

17 llarine Act, 1936 (49 Stet. 1998, 4J, O.S. C., Sup. 5, - · llSS), •• 

l8 

19 
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1 •• uw •tend laW aftU' U. date ot - 1 ' Ill t111.a Ao\ _. an 

2 ~·t.ecl 1ft a tuable .,.ar belinnt'll att.er Dea.-u :n, 19)91 ..S 

3 1117 a,ru•W"t to pay to U. titecS Stataa llariU. ea.I.U1CII prOn\ 

4 1n exceaa or 10 par eent~a or the total contr.ct pr1oee or BJ' tNCb 

• 
• 

• • 

• . . . . . • • 
• • 

• 

.. 
• 

• 

• 
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lU 
MorU•Uoa of Ooo\ of ~f- laollUS..o 

} 
SJC!lOI llo1-Mor\1aaUoa of coo\ of UfoiiM feoUl\S..o. 

4 

5 • 

6 theroof a cev oub .. cUon readi~~& ae follove-

• 

a (1) lc 'be oaM of a corporaUoa (a\ Ua ehcUoa) a lladacUoa 

9 tor ..,rli~aUo" of \he ad,JuekA balh (co~~&~QkA vl\bp9\ \be epplloaUoa 

• 10 of \hh lllb .. cUo") of aDT ••r&OIICT faoil1\y CO"I\I'Ilc\84 al\er JD17 10, 

11 194<> acd du.ring the con\i~.Dce of tbo e110rpacy dec1aro4 to exiet by 

12 the Prelidont on Sep\.,.l>er 8, 19}9. Except u prorlded in pa-ph (J). 

l} INch dedu.cuo" eb&ll be co_,..ted on \be bade of a period of eilt\7 

11011\he. !be a110rli1aUon period .a..J.l (a\ \be e1ecUon of \be ~r) 

15 

16 \be eMrp"C7 facility 11 ocae\I'IUite4 or (2) !!1\ll tba bec1Jm1111: of tile 

11 cext lllcoee4111C \uallle .,.u. !bot faillare of • ,..,_r \o olala a 

dedu.cU on for a110rlllaUoa i.D Uo re\IU'II for \be par 4ariiiC *loll 
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4 

5 

• 

(I) • _,...., ... -·~4'~111ih!Ui1- .............. h , •• 

• 
• • 

,. to ,.~ 0 • ....,. ~-. , ........... , ""'·..- 'llr nu.. 

'111'101' \1141'0iO ll 110U00 1A ftitlzla vi\li \1111 Oolllf.Mi-1' Of laWftal 
• • 

• 
to t !IO ® 4u.ctione prondo4 W!Aer oecUon 23(1), roltUnc \o 4epnc1aUoa, 

7 'but lt ahrll nnt be c:1U tlcd therctiior \o uq ta.r\llllr Wlulttl)u '11114ar 
• 

porlo4 with roQ>Oci tn ,.~ e:aorccnor fP.cllUt. oltll4r (1) \1111 hH14eld 

12 'If Sopter.bor 8, 1939 ht.e OOI\ecd to one\ nr (2) \1111 lecro\N7 ttf War ttl' 

l} tbe Sccro\•1'7 of lr.v hte cen1f1od to \lie Orumleelour of bwrul .. n 

' 14 tbei ent emerse~ tac11Ut 1e 110 1onpr •••IIU't la \be lA\ereei of 
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re.UUac troa ...., reooJIIIQ\aUoa of U. -nlatl.,a ••uuoa -.u '­

cre41~4 or nt'wldaA \0 """ ~r lt olala U.nfor la t11e4 wltll U. 

Collector of lakrulle- tor Ua Ah\rlo\ wltllla oae,.... afkr Ule 

I .. cuoo with -rp- raoUl" eball 'be •••aetw of all 

9 4oclu.cUcu tor 

11 

1} 

1~ 

15 

16 

17 

(6) fbe prowia1ou ot \Ala ..-MC\&oa eball appl7 olllT \0 eull 

_......, NW to lD U. hnu.at'a ..... of .... 01r I, 1m. 

19 a. ll' -- d 1M1a -'us.M 1MU ... , II .. _. ~ • 

20 
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(T) •• ue4 la \Ilia -'••U--

3 cq..t~n\1 

~ fbll teftl •cc,..tmc\e41 ,....,, ccnatme\ed, reCCDati'IIOted, ano1ed, 

5 wWlo.l or acquired; 

6 'lho ter:> 1AdT110'l')' CoiiiD11110n1 me1111o tho AdT1IOf7 Oo-haion to 

7 tlw CoiUIOU of Jatiollll Def~n••· 

s (g) I'M proTl.liona of ~· eubeocUon aball be a:ppUed 1ll COIIPlU.nc 

9 "'' loco,. for JlllrpGIII of exco11-prot1 h tau a u wll •• inco• taDI. 

taclliUoo JlllriUNit to tl» proT111ona of thh eubeacU.on .., not thlraaftar 

12 dutro;r, daDOUah, or b;r rm:t act impair tho prod,.oUTO capaclt;r of IUCh 

1} ••rten.c:r fae1Ht1ea vitbout tile con .. nt 1ll vri\ac of the lleere\af7 of 

1~ Yar or of tho Secreta'l')' of .. ..,.. In tl» neat .,.ch CODMDt h not pTOII 

15 

16 

17 

l! 

w1th1n .. period of ninety dqe frog \!» data of receipt of vrtt\ea requet 

tlwrefor. \be SeoretaJT of War or t1» S.oreta17 of • ..,., u tl» -.., 

be, obe.ll and !» h !»reliT dlrectad \o parollaae lllob faollltlea at a pl'i• 

""ich be ahall fls. fbll t~r aball llaw aa option to ...,..raliall lUll 

hciUUea at t11a pnoa atOll M - pail. Mton lUll IMlllUea an 

reaou to .., otllar ,.._ • 

Regraded Unclassified



l -

B. Marla Cochru, lequ1H, 
Office of \be lecret&JT of ~be !re&nJT, 

Waah1Jic'Oa, D. 0, 

Deer llerle: 

!he '""' coua .. lor ot ~ laklliu Lep.tloa, .Ubert !at~. 
Who arrind here &bout ~· veeb A&Oo told M that ba ba4 
a $200 cbeok dr&WII b7 the JNlk of latollia on ~be latlollal 
Ci'J !&Ilk ... a aaked .. ..U\ller \llare ,... ur ll.keUbood 
that w would blook the oredHo of tba"lalUo OOUiltrieo 1A 
tba Un1 ted stateo Nl4 wlletber 1t would be a4T1MI>le tor 
b1a to caab bio cbeok 1Mediat•17· Be Mid tbet \be o. ...... 
ballka voW.A &CC41Pt it oal7 tor colleo\ioa. 

I kl4 b1a ~hal I would 1Ato:nt b1a it we did ~ 
actio" q:aiut Jatollie oredito 1A ~be 17D.1h4 l~ateo, 
Wllich bao oiiiCe ocov.rred. AbOil\ a YMk aco be _. oalled 
baok to latcllia tor oollftltaUoa. Be _. avppoaed ~o ban 
retunle4 r••t•rdar but bao not doll& oo ull, vi tb tile ...,. 
tbio IIOrlli"C tbat tba tbrM C011lltrieo ban b- W111ite17 
hke10 onr b7 lluoia, be probell17 ...,.r will ,., cnlt, Be 
lett tbie cbeok vi t h bio wife wllo aaked M 'ocla7 tbro'Q&b 
tba JetoiOiaa 11111iater bare it I could Mllll 1\ b7 poach 
tor coll..,Uoa.. 

tJad.er 110ntal circ.matallcea I would ban ret'ued tba 
requet bv.t 414 aot fMl tb&t I c011l4 1A the preo.,t l.Jt­
otaace. Be lett her with rel&UTelr 11Ule twoo4a Nl4 abe 
11117 ...,.r ••• b1a apia. 

Could rov. uk tba arppropr1ate eecUoa fll tba fr.......,. 
'tdlich clealo with blooked oredita ot oo011pied couatriea to 
plnlit -at of tbia obeok &all, it eUCh peraiaoioa ia 
craated &101\ ~bare &re f'v.aU to COTer ito OOuld 7011 ban it 
~ited to 'llif IICCO\m~ •o, l222S2 iJt \be V .. t W Jraaolo 
of tba W&lbi.aeka I.oea &all !rut eo.pa.., aa4 \Ilea aa4 • 
a briet w:Lec;ru .... ,oalaa ob.ec*: a.po-tw•. In ~ 
coatrarr ca .. , it tllere are ao ta4a to DOTer tba cMck 
or it tor .... reaeoa U -• be oaabed, will roa 
tel&gaph br1efl7 tile tactat I -lo•• a cMck tor 
$},00 'llbiob I vut will OOTar tba coat ot roar oellle. 

(liped.) Iloaal4 .. lleatb 
:oo..u ll. lleatb, 

1'1Ht lecreteq of ...... 

Regraded Unclassified
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--Ill \('1 f/6,...... "" ........ .. 

.... b ........ ,......... 111111 ... -

.. ,., rrl• Ia fe'lw • .. 1111 ' t n •• 
It at ••••• alII M ....... te .. WU.. 

».LL 

• • 
• . 
• • 

• 
• I • ,. 

• 

• . . ... li • . . 
• 

• .. , 
• • 
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B.II . Jr: 

Opll'&\or: 

B.M.Jr: 

Col on•l 
JCunll: 

B. II • .Jr: 

It : 

B.II.Jr: 

Ill 

B. II • .Jr: 

II: 

B.II • .Jr: 

X: 

B.II • .Jrt 

II: 

R.II • .JPI 

I.Uo. 

Colonel JlaaWU, 

lello. 

Colonel JlaaWll. 

!bla 11 Jlol'pnU.a epnlr'DC· y... Ill'. .. ... tal'7. 

low ... :J'Oilf 

f1na, \blair Joa. 

Colonel, 11ba' 1a U.. auha ot * propolal 
•• oaaoel all ouUAII41DC lloenoea 1ane4 
pl'101' w "1111 5Ul. 

Vall, Uw hOI'IAI'J ot lute 11 ql&lU UIZlOill 

no' w baYI aDJtb.iJII -- Mira *' niOIIIIU'J. 
low, W11YI loolrlcl OYII' -- II J Wlcl JOU till 
laa' '1M •• allrl4 a!loa' U -- J 1n lOCIIrlll on• Uw ••••a'"''• onaa on 1nc1ea Wlblllla 
waa Ula ••• 1n q111aUon •' tala' U.. Ulcl UliJ'" no' ••11'1al -•• - Uw7'" no 
ere&' -" ot 1111ua1• Ula' ora 1ll .. , 

120 

.. ,....,. ot """'""''• Ulcl lll--.al•'ecl 11-•· 

.... ,.. .. , • u., ot "'''•""''• 1114 lll­
o.,lltecl 110IDMI wld.llla _.. 1-eclt 

Vou, I ••• oa1J 1a u.. ••• ot ........ 

.... 7fN r' ..... tor u.. ... , ot .. 
-fl'l•• 
lo, W baYon1t - .. baYaa1t allred tOP .. , 
oa 1111 ... .., aoopt lwaln. 

w.u. 1 14 111!:0 w .. 101l ... Ull • .aloll 
,.. Uk • •• ~~ Moeuo J'" Uoaallcl 
tld.o IIP1a td.Ul 1ao '"ew.' Ulcl I pt .. ••u.n t..U.. n '-. -w to ._ •• 
1•1111- •t )In Is 'm1 Ulcl J •• ' eel 

Regraded Unclassified



II : 

H,M.Jr: 

M: 

R.M.Jr: 

M: 

B,II,Jr: 

II : 

B,II,Jr: 

II: 

- 2-

1t fOU woal4 111114 p!IUl.. U liP to bill oa .. 
aoro aD4 let bill bolb. 

Woll, I 1100' oeM&J.IIlr wlll 4o ,ba,. . 

Booa11 .. be'• ~41111 .. ro~elble tor not 
loUlnc uuo own co an4 I • ln p lapQoolblo 
pool uon an4 I Ulko4 t o bill aboa' U u4 
ho pn •• tho 41oUnot that • 
wan'o4 to ouool all 
Ao a .. ttor ot tao,, a' 
lat1onal Dotonoo •••'1111 
-· c:::•nt ho u4e tho oa,, ... 
ba4 401l0 aD4 I 41411 I' -t 
bill beoauo I t1CUN4 u ... •r 
tho otber pooplo to 4o tba,. 
WO laU -- WOllhtdlODOYOI' thiO 
'be lan U••· 1t rou wu14 
tbon lo' hl• 4eo14o. 

Yoo. Woll, Of OOUI'OOf tba''o 
•• \alko4 botoro aD4 
•1tua,1on, I out 1t liP YOI'f 
'horo obou14D 1 t haYo boon Uf 
an4 I ba4 tho •••uc• 'baCik tlla' 
be1nc 41oouo .. 4 w1 til 1011 apln. 

Woll, o1noo 'hen thouch I '•• ba4 uothol' 
41oou .. 1oo wlth tbe Proo14on' 8114 I CO' Ullo 
1~~prooelon. All4 oou14 I aloo au tbat roa 
baYo a oo.pl•'• l1o' of ou,otan41DC lloenooo 
Wblah .... -- 1'_111, Io tba' 'I'Ol'f 41ft1nl ,, 

Woll, I th1Bt U woul.4 w.ko a lUUo U.. to 
oo.p11o 1,. It 1 0 DO' ••••• 

Woll, oOU14 U be uno 'but ln tb8 •oanU.O, 
Wba'oYOr Ullo woal4 be, DlrooUYO Jo. 6 or 7, 
o01114 U be oon' IIIP to 1114• Park to tbe 
Proolbett 

121 

tou •oan tbe -- lnootar -- tbe 0110 wo 41ooa .. o4 
bot oro. 

lo, I - tbo ODO tor OYOI'fUilftl. 

I •••· 

Regraded Unclassified



a.x.Jr: 

H: 

R.M.Jr : 

M: 

R.M.Jr: 

M: 

H.X.Jr: 

M: 

R.M.Jr: 

M: 

H.M.Jr : 

M: 

H.M,Jr.: 

X: 

R.M.Jr: 

• 

- ) -
I aean, ~ pmt oa b11 4e•t a D1reot1•e, I 
~at Ul&t 

1 I 1ftlat JOU oall ~-. WbJ.Cib WOald 
oanoel all ouU~41nc lloea• .. hlue4 pr1or 
to ~· 5~ ot Jal.J. 

W1ll, JGUr ooatent1on 11 tbat JOU teel \bat 
tbat 11 b11 under•tan41nc -.bat he ••• •• 

Would llke. 

••••• expeot• to be don1. 

I .. , and he'• up ~••• AD4 he OAD 4eo14e 
qu1eU, 11he~•• he ..,..,, ~ do U or not, 
but I COt that 411t1aot lapre111oa troa b1a 
tbat'• mat he ao .. ..,.., to do-- aa& Usat ' • 
per1onall7 mat I bope he 1ll do, 

I ... 

B1oau1e U 111 aate 81 Job here o~Ou1toa1 
and ~·•• 1b1p1 auoh, auu ealler. 

Iee. Ie•, well I appreo1ate that. 

Kow t o 1bow J OU the oontu11on, tor 1n1tanoe. 
La1t BaturdaJ we let one ot ~ ... ., .... 1, co: 
lfedn .. daJ X., Ball oall• up 1lhJ badn1 t we let 
t he lhre411h .,, .. ,1 cot Weli, we told b1a we 
ba4 let 1t SO the preY10UI .. \urdaJ and 'bJ 
J'rldaJ U reaab .. A4alral. Start and he oall1 
up on tba ... , ~~~~. 

(LaQibe) . Well, ot oour1e, Usat ' • hopel•••· 

I... Well , .., I aek, wlll JOU "n4 1 t up to 
the Prel14enU 

Ie•, 11r. I'll 10 1nto ~· quelt1oa r11ht ••1 an4 I'll let JOU know bow U ooa" out. 

And I'• talklnc on !ll ou1i1tan41a& lloen"' 
Ju•t not .... . 

Yel. 

!22 
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Ill 

II.II.Jl'l 

Il l 

R.II.Jr: 

II: 

R.II.Jr: 

Ill 

S,II,Jr: 

• 

_,_ 
rtn14 ~. wu. *-' .... tide - .... 
... WU1 it ld." 

r••· w.u. u ••••teG.J w.11 .- *' 
~··uoe.. 

ree. 

Aa4 t.Jaa''ll of ...,... ~a lUUe '*to 
u la 'fl .. of au .... otur ... ot llul•••• 
t.Jaa' tile lloeau people ban oqr ~ • 

.. , Jllft to P' "' tide Jli'MUn ... ,., 
1' 1a -. po.a ...,. •• , to .._ .... ._ 
tu._ .. ._ ........ 
tn. Well, •• I'll uu ... ot. .. ,.. ........ 
~"••· dr. 

ftlaU ,. •• 

• 

• 

• 

Regraded Unclassified



8.11 • .71'1 

8.11 • .71' : 

8.11.11'1 

Opel'& WI' I 

8.11 • .71'1 

Store~ 
Ioku: 

B.X.Jr: 

I : 

I.M.Jr: 

I : 

R.II.Jr; 

I t 

Bello. 

.Jw a, 1,-o 
}tM p.a. 

leore_,., Io1tt1 11 nq Ul.U .. oa lo .. 
clliMIIM. I'a •1U .. tor bla. 

o. I. 

Bello. 

horo_,., Ioltoo. 

Bello. 

Bello, IIIIJ'f. 

Bow aro ,.., 

., • .., wu. 

}125 •••• 

laro14, a OC*Pll ot "*' ... I lwoap' wp 
~ qiiiiUH a' ~n la -HUH WUh 
oU w lpda aa4 •' Ula' UM )'011 11&14 7" 
11M 1a properaU• a •a'-' ale -.14 
lie Uo4 U' DIMIMI'J llboWl .. ~' H -­
lln&Uoa po e41 DO 011 e.bRl.C lMYI Oil 

-'1'1· 
lo. lila' I aa14 ... ._, I _. a - ... 
haYl-c a ... .... aat I npon ... Ulaa 
llel .. lll'lt.._ ala0w1al•'"' tile eltuUoa 
WUh ...... , w oU alo .. tale AUIDUo IM 
_,, 1a tale .... , of u •• rs•l7• U 
~·' 1'1&11114 ~ Colt heN ... . 

lllat onl4a1 t lie 1a,..,.. ..... 117 )'011 *' 
••••• 
l lllnta1t liMOC at lt rot. 

124 

• 
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a.x.Jr: 

11 

a.x.Jr:· 

I: 

a.x.Jr: 
I : 

a.x.Jr: 
I : 

JI.X.JPI 

I : 

JI.X.Jr: 

I : 

JI.X.Jr: 

I : 

I,X,Jr: 

-·-
ltllJ. J Wl1 , ... J'• ----~ ..... 
.. ~· tblJII. ..., 
I Mia. 

AD4 1f ,.. 101114 ... ,a; ., tltq 1t 
... ,,...,. U4 u.. ,..d ... , watl4 te ... u, 
, • .., U.' DO 011 ilbnlA lM'I'I tblt _.., 
tor aa'1oaal 4tftatt aa4 .... , .... ~••• J ..... 
u wa14 bt ttl'l'llll.J llelJhl, 1t lat "' ... 
1t. 

I Mia. 

fila" S.Uot 

Itt, I pt ,_, ... , 
• 

• • 
Ola. ltll, Ule • $ ·~ ~~. J'•ot~ .. ._ 
-ti!UI - .a. ,.HI.uuQ 1lt1JIC ald.t -
ooavel tilt oU... ••••• . 

n..p•wbt .... . 

........ J'• ... a,.. ap ... t•,.. tel.7 
• ,.. ... u •• at ..... a1 ... , - "'' -
..,. oU ... o11 ,...._., te lilt 11•'• plu 
..... ~-· J .... , ... llelp ••••• 

AU l'iP'· 
• • • • • - .... thtt 1at1 .... lal M4 .. -.. 

AU PlP'• z• ... ~·' ... , t•.., people ... .. u. 
C:d• latU 1118 MU ..U *' lie .. w " • O.v.l -..t• ....... .a.n•t 
%ee. 

Regraded Unclassified



., .. 

• 

H.M.Jr: 

I : 

a.M.Jr: 

I: 

H.M.Jr: 

I: 

B.M.Jr : 

I : 

B.li·.Jr: 

I: 

H. li.Jr: 

I: 

H.li.Jr : 

I: 

- ' -
Well, troa tha' 4&1 un'11 Prld&J \her'•• 
n•••r dOne a ~ \blftC o•er \here. 

Well, that 1 1 'o be expeo,e4. 

And 1n 41eo1lii1DC 'h11 With 'hi Pr .. 14an,, 
I reoo.aen4e4 that 1t we 4o thle o11 thine 
that he le' rou handle 1t, eo ••• •• 

Well, wbJ 414ft'' rou 1\IA .. , eo•ebo4J tha' 
be1 4 be w1ll 1n& 'o let handle 1tt 

Well, that'• wtia' I 'honcb' I •• 4o1nc. 
I aelll, I llll4 hellu. &I an IPQlt. 

Yeah. 

eo.ebo4J'• sot to 40 thll that'• pt \be . . ... 

Oh, hall! It oucht to haYI been done \ben 
tlret. 

Well, anrwar ••••• 

'fbe war \her p144le aroun4 here. 

fill rou ,. ,,. 

I'll let rou know, Blftr7. 

'fbank ro•. 

AU rlsbt. 

12G 
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• 
• 
.., ... ~II, 1140 

Ua45 a.a • 

Bella 

•••• Jr. 

Bella 

B.I. Jra 

llro ft IU• 
Ill'· .. ,,_ 
Ill' .... 
Ill'· taus 
Ill'. kh •• 
Ill'. 191•7 
Ill'. Oootra 
llr. GU~D 
Jlr, TiDe 
Ill', leU 
Ill'. Qzav• 
~~nnou 

I td.U nle811 run. Dla' I n8ll 11d.1 
-1 'ee ot ··=· . Jte1 ., y~ - .. 
!11 •'17 fi"M'• 1a '41. I tldM I 
.......... u. I Nlll l~ t 4H 'NZ7o ftiZ7 
outltllll1• I ~ •• 

I rMI 11i OYW o~ W. .,_lt _. it 
-. • u.uo --.w 'bee=•• I oa o~ •• • 
f1'f'l .S..1ill ., • 11l111 .. 1t. 

U 1ea''t ~ 1io ,oar •1i••vt • 

I't 1ea1't oloG'. 

Toa Mil '1111i1ilr ..a U 1iaplo for ••. 

I 1:h1U 1ib11, pa1il••• I 1ib1llk 11; 11 
1iorri'bq iapor1ia1i 1ibln 1D IIUIOUOil • 1f 
I ban ~ alto • ~· oa 1ibl B1U, 
'tba1i I 11ia'to tr~ _. o,..q 11ba1i 1ill 
o11iaa1i1on 11 • 1ile fi=rr lq, J01l -· M­
.... I 1ib111k tbo OHF••• 11DA 1ill JIO~ 
of 1ile 1Ja11i811 ea•oo an ..U 1iW W. 11i _. -
ha=•• 1ill -., leU 11M 11i, M Jllu p1i a 
pG'foo1iq feui"le -., - 1t J01l toa•t a1JIA 
Q u1Jaa 1ile Mft • Wt llritWfiWt tbe dta­
ati.oD 1f 1ibe 4ob1i 111d.1i 11 M1i 1'11 ... &11oft 
45 _. I 1la1U tbat 11bat w .... 1lo Co 
..... - • Q -~ ....... JOU1"1* 11 
- .......... - .... 1~ .. ..,.. :\-.. - ........ ai.niJII ~ .u 1• 
~...,- .... 1t. Cllr 1t 01 ., ... 
1lo _. w r1a n' 111117 .. •• *-

Regraded Unclassified



• 

Bell: 

B.II.Jr: 

Viner: 

B.II.Jr: 

- 2 -

liJI1 t froa 4 5 to I X1 1 'llbateY&r We deoida 
it ehould be, • wt I th1Dit we oQ8ht to 

oome risht out in the open and ea7 it and 
I th1Dit with that in aind, if JOU could 
aort of rewrite a formal stat•ent for ae 
and that seta down to the fact - after all, 
I don't draw the distinction between 110na7 

appropriated and 110ne7 perai tted to be con­

tracted for in th1s bill. 

The onl7 distinct1on 1e that JOil need to 
draw lt . You don't need a debt increase 
tor the contractual oblisations until aoae 

tllle a&Jbe in 142. Bnntuall7 JOU Will 
need it, but JOU don't need it now. 

You can thi.Jlk it OYer pereonallJ. You can 

tell Cone;reu that the7 ought to take into 

oonelderation that that ia beins contracted 

and wboaYer is hera will haYe to go up to 

Consrasa tWic e a 7aar to set a debt increase . 

The7 ought to increase the debt suttioiantlJ 

to take care of the aona7 llbiob 1e to be 
epent and 110ne7 to be out of here. I th1Dit 

that is - i .f I •&J use the word - rather 
state .. anlike on •1 part. Wouldn' t JOU 
th1Dit ao, Viner! 

I thinlt JOU migbt sa7 J Oil would like to an­
dow )"Our suooeesor, if there is to be one, 

w1 tb that 1'reedoa of action. 

Beoaase wbat be baa to go tbrousb to eir­
e-Tent that s1 tuation is childish and Yeq 

poor polioJ. If )"Oil would wr1 te aoaeth1JIS 

and take adTantase of Viner's bei ng here 
to haTe hila so oTer it, I th1Dit it would be 

nq good and then that leada ae to Jour 
(8ull1Yan1 s) proposals - queetionaark -
w1 th a fiYe 111111on dollar appropriation, 

bow auob tax11 - -t to raiea, wbiob all 
waa part and parcel of th11 picture, and 
I don ' t mow the ane-r, wt I don' t tb1Dit - • 

talldns - I aean, I haTe bad t1ae t o th1Dit 

about it. I don't tbinlt ,. Will be able 
aaatn to sa;r 1 t ie t1 n billion dollare 

• 
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• -'. 
Dl 0011 t1YO -1111- .. llan ef ftft-,... 
.... Oil top ef 1lbl .,, •• , __ , :JL. 
Mteo. u I ba4 a 11Mlo ts- 1ft C YD) 
obowlq ~ nn ......,MI1111Uea, a MlUoa, 
u4 • 111ll101l ... • ba1t. ... -· ...... 
prot1 ,. tu -11 do, I OCN1I eon or ooak 
U up. 

IQlU ftlll TCIII baTOo 

J.J.Irl Jo, 

I!IRlliftlll You aotM tor 1iba hita,r ahomooa _. 111 
-ill rrta., at ...... 

J.J • .Jn I • OOZT7· I ba'W'o p11 OTflrJ piooo of pa,.r, 
bin tba11 ...,_., pn ... 

SulU 't'lllll 

B.J • .Jr• 

flulliTUll 

B.J • .Jrl 

SulUT8111 

B.A • .Trl 

not•• 
B.J,.Trl 

hUt 

B.l.lrt 

I •"' 1' ill :rna, anaw:a. 

I don'' lalow 1lllero 111 -11 Jolla, Ul4 I doD1 11 
lalow bow :ro• so' 1 '• lna11 iho otatf I -11o4 
Ul4 aalto4 tor, I pt, I 414 11611 sot Ulat. 

I 11111 t1D4 out 'llba11 bappuol to 111, 'boo-.oo 
1t lilt' ., oft1oo ooadhlJis 'botoro 1100 
o'olook. 

t.) people ou ••' u, Jlro, nots or Jlobl, 
11114 1t 4Ua•t oow 110 ••· 

I ou' 1t to llobfo ODO oboo11 of papc. 

Well, I ban r.-~ I took With w. 

.. ll, I Will look tor u. 

.. 11, obaU I dn tblo to Y1laor to roa4 Dll 
tblll M OM rriunl 111 to ., f1lo! 

Wall, ;rou ou koop Ulat 11114 I mll pn T1Mr 
a oop;r at talk to bill a'bou11 u. 
wau, :ro• ... I aOHA • all ,.. CIDlllna) 
... 1la1;o loll ....... an. ,.. 1Mn 1lld.a 
no. a OOPJ of tbo II!POI'..._ _. 11boa M 

• 

• 

Regraded Unclassified



Bellt 

B,I,Jrt 

Tiatrrt 

B.I.Jrt 

llu.ll1nDt 

R.I.Jrt 

SulUvazu 

B.I.Jrt 

SUUinDt 

B.I,Jrt 

Sul.Uvaa.a 

B.I,Jrt 

- 4 -

oa tate tbat a4 let'• eftln -1i111111 
u a f1aoal pol1e7, ,.. -· lo-"'• f_.. 
... - ... , ~ h "tiDe· ... - ... aaiJII 11o fU..Oe 11: a4 bow • an 11111'18 11o 
raiae tbe ••7• 'ba't I -u lib 10 1iake .. 
a4~~· ot 't'11aar'a beias bere ill tba aen 
4a:T or two, All a --.~ of f•t --

I Will ~ to hia. 

I -14 Uke 1lo aeet Oil We at 813() 11o•1TOW 
~ whlll I • tre.tl. Ia tba" all rtab1i 
with JOUo Jatet 

Tea. 

T .. , air. 

It ;rou 01111 .ate u. 
lbat, 110 .. UDtil 813()! 

I Will .ate :rou a UtUe bet :rou ara•"t ben 
b;r 813() . 

lbat 1a the ""' 

A. peona• ot a;r o-le ... ,"' :rovr ati.Jik .. .u. 
It 1a a be,. 

It I oaa .... ;rou bare Oil a peotace ot o1p.re"'ea, 
11: Will be a aoocl iln'eatHDt. 

Iow, 1iba" aula for 1ibat. I f1a4 a;raelt 4oias 
a lo" ot 1;e1Haa, 'ba" I ta.Ye pt a lo1; ot 
a1atf. 

Jlow, lla'le, I ree4 Ulia tb1J11 ~ Ir1&o7• 
... 1t I _, Ulia 1lo tiM PriG~ lie •..U 
8Q, -..u, 'IIIQ' to•'• ,.,. ._. u .._ • 
ltr. -.nt• I UI1U tiM tun 11o pt 11: ••1• 
1111 1tr. aau. 
I 1ilaa P' -- 111•1• 1111n 1' wld.le 11M7 ............... 

Regraded Unclassified



s.JI.h'a 

CoohraDI 

B.l.h'l 

Jol•7' 

B.I • .Trl 

CoohraD• 

B.l.h'a 

Bella 

B.l.ha 

• • 5 -

I tii!Dk the7 llipt be 41•po•e4 to oable 
pc1; ot that 1t we WD1114 •a4 111 1D a le"er 
to Ill'. WellHo 

ADA u1t b1ll after u bu ru4 1 1i 1t u 11111 
talk to ae. 

Ye•, elr. 

!be 'b7 Mo14•t - I aoa•t aet IIDJ1b1Dc t~ 
1ibe State Depu1aat. MN .. ator lothaa 
sanae tbl• -ruu~~a. llblob. I -u ua 
Bell 11114 the people OD hl• o~1111H W net, 
•taUDa 1:bat 1ibe Br1 uu baYe Uo14e4 Ula11 
'l;llaJ are DOt 8D1Da to let ~ too« ot ~ 
k1al .. t 1Dto e1 tber oonple4 .traoe or :tree 
.Praoe. .,., 1ibe State Ile)iii I!La"t - I tb1Dk 
1t 18 outnpou. !1187 MY8r tual•la .. Ill~ 
til!•• lo"tldaa ulte4 .. 'llbetber I ba4 •e• 
1'1; 11114 I ba4D1t, eo 1M ••t ae -tber OOP7• 

n 1• YU'J LQcrt t 1a ., soUOD 111~ till• 
4eolaloa 7W t.aYe 1ID ..-. 

!Mre 1a • ..- 1111111 u .. nne Jlti 1"" 
_. .._ hztd.IIWW .. •• ~· 

.._. 18 lld.Up 1-' JIJI.l, 1t .U 1a • 
uUrt ~ "''** 1i W llno ll.fta, U 
I llaft tiD .. a.J*"', ln • ..... (.•"•·•'1~·11 
lat"te ~ ._.1:U7 ol ........... ol 
~ l8 tD Ill'. IOUI). 
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llutonr 

B ••• Jrr 

- 6-

!Ilia 10 a1N ~or JOV ~tw., Bell, 
snum.nt a-tttoo oa tuaa 1D •D~Daa. 

llerllert, 1D tbo 1'1117 15tll ieao o~ tile . ... 
Bopalllio_tt, t1ae We of :PootortM 'b7 :rrt to 
Steftlllozr'i:"I wioh 1zrcnap IIIOn't Senioo 
8114 IIOVOOO tha-t JOII han, litVU'J 

JOII Ooul4 fi.ll4 Ollt tCo hi Q 
I 4on1t II:Dow if IUIP047 olao 

oao et tllo 'boa-t III'Uol• - .... 

11
1da011sh

11 
' 1111 Z'M4 it, l)U'UoularlJ 

AD4 _,..47 olao Ul'teroo'tM 
tll1JII tllat 1t olio• - .. 

la'II1CtJI • tbOJ obow tllat U 1lbe IJer­
'botll 1a 4ollaro IIDI nloo11;J 

J.aot f1YO JMl'Oo tile • ..,.tap 
at tllo tuN ., uoono4 

1a Ulll MIZ'D1IIP. Ia otba' wor4o, 
1f a tara-onr ot a 111111oa 4ollaro 
ill 1aZN wore a lllaa4re4 tbcnl_. 
dollaro tana•nc _, w -ta 111111oD 
4ollco h1o tuM -t ap AD4 h1a ut 
profit amo. It 10 'I'U'J. 'I'Ol'J -
AD4 1f 10 hero .n4 be 10 oka;r .n4 
nVJ1;111Ds, I -14 like that follow to •­
dowa, 'beoauo .. an &01DI to ban to 4o ••o 
pa'bl1o1.s1aa oa oar 'tU aotllo4a .n4 'th1a 1e 
ODO Of 'tho 110at 1Dtoll1c.nt tbiJISa I ....... 
%'0114. I will 1AD4 u 1111 lOll if JOII will 
p YO U 'book 1111 M • 

.1.114 1f IIQboQ Ma aot JOt road 1D tNt 1-o, •u Tov. were l'ru14at•, -. 10 1Dtoreote4 
ill llll11bills fiooal, I r_... 'tN-t oleo. 

J'lll7 15, •o• Jlopablio • 

.1.114 ... I - rillC to 4o a-tbia& Uoa.t 
1o ... 1111 llaal. llaaiaoaa ••· hw, 'lllloonr 
1o -~ OD 1;¥1; ~Or Ule JIE'NODto 1f 'tM7 
oov.l4 :poliob 11; ~~ ... haft • 11 1;1;lo •ot­
ial 1a 87 o~fioo at 9100 o 1 olook w.onow 
-··· 1Jl'l'1to !Da ...... to -· will ,_, at 9100 o 1ol.ookt All4 :polilll ~~ .. , 
1a tllaro. I • "'''*'., 1a '-• aow, 
.. - ..... , ....... .., ad '•a·mu .. , ~ 
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• 

• 

- 1 -

loU8 110 - of tzs,ooo or ..... I • 
•• th1•1r1• of ~ elM, ,.a -· 
tile oal.Z oao tbat t Jr:Doi of 11tat at all 
appoalei. 110 • ... tM ~ of tllo l'lll 
~·• bla't lliiMro tllll riN 18 Ojilll 
o,.r tbo llbole _ _._ &D4 DDt )1.81: ..... .,. 

th8 balllte 110 ""• taw flret ta peroa"t, 
11h1ob 1e e1ll7· I .,ul4 like 110 ao 1ato 
u. •• t~.w•.r" 110 4o eoaotbi.JII about u . 
It tber -t 110 talk about u 11111uVlal 
buk lo~~t~•tua loa 110 1114UV,, .. -14 
4o u, blat I appo•• Wltb JtliO .. oa•t. 
But I ~4 l1ko 110 41-• 1 t ~· 
I - • wbat 4o 'Uio7 oa1l that l»Oilk 1a .tr-•· Jue, tbo oae tbat 4oee tbatt 

Tillera tile er.ut .. 1»111c, tba real en.~ bak! 

B.ll.Jra h.-...etrlal Milk, lolls·~:nl lollille. 

TiDVI ar.41 t hDoiiiZ'. 

Ooohrozu !hat 1e • 110%'t88&0 bODk. 

B.ll • .Jra Jo, I - 1a4ueV,. It 1e 1Dt .necl1ate 
oro41 t 110 1a41leV,. Ar8 tbo7 fa1rl7 paaotual, 
tboao boret 

Tillera !bero ... a Bak of Ji111SlaD4 aet up 1D •sJ_. , 

Sullbozu !her botb -k•. 

B .ll • .Jra Ar8 tbor fa1rl7 - .. u, toll tb• • Cl\1IIZ"MM' 
of 9100. Do rou Mat to alt 1a oa u, Juet 

Tiller a .U u obeornr. 

B.ll. Jra BoUt 

hlefl 

B.ll,.Jra 

.l1.l natat, • ~ of gaoo. 

Will liN poUu u on _. - '*-" • .... 
ptt 

tu. 
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c i 
~ r .. .. 

Ill !!e Ill Q Ill i' 
illli i.rC illli 
•Jt · tt ·t 
~~~ ~ .. ~ .. - .. - - - -

~ r 
!"' ~ :r .. .. 

• ... •·r 
• "' • s:: ~ ~ :.. .. 
'i .. 'i .. .. 

= J ... SiJlf1 : q!JE a f1~ ~ fjf~ £ :·a~~ li , ~ 
r -1 it!if: sr I~ liM I ~2:~ ! - 81'~:• !5 f 

If ~1.:,~ r Jfn~ I~·~ ____ ~ 
f: =f ~ ~ ~·~e f ~ft: ~ i~~,~- r ~~R; •t 

• • 1111 I 't ... f I fll-o K II · · ... &t:iot ~~ - . 

·l ~~!~~ ; ri!~ I !';t • Iii ... • . t:.t~ •. ~ . 
I = . =Jf• ~ Iff• • ~,- E • I . •Ill I i 

I ! ~I ! '11r f 1 ~ s ~fl,: a~~~ f . ~ 
'1 i I ! ~' .. - ~ ~ ' f : I ~. : ~,. I f: "' 

I Iii~ '=~! !'!! ;d ~ 1::! ; 1
1 ~ · ... rl· ir! ·~I 111i r!~; 1 
. I =tJ. t ~ ~ • • pi • 
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Gutona 

S.JI.Jra 

Viner• 

Gaston a 

S.JI.Jrs 

B.li.Jrs 

Gaston a 

B.li.Jra 

Bells 

B.li.Jra 

Bella 

B.li.Jra 

Bella 

- 9 -

I -.. tal.k1113 to wa .. obe about wt1J13 tbat 
at tbe etat1on 1n •e• LoD4on. 

It 1a ao -ob better tban an7tb1ng I baYe 
seen anywhere; I 4on 1 t know or an,ytb1JI3 
that will ooapare wi tb 1 t. 

Can we set to aee aoae sood pbotosrapba of 
1tf 

I will set aoae or 1t. 

'there are p1otlzr .. in81de. 

I baYe notbi.D8 • 

Inoiden~ 1 I o•e 1n troa OlnelaD4 1n an 
hour and a balt tb111 -rn1113. l'e b1 t 248 
witb a tail wind. 

Ground apee4f 

Yee. lly ears are all atoppe4 up. 

We baYe a oopy of a oable Wbiob o-e to tbe 
lederal ReaarYe Bank froa tbe State Bank or 
Ruaaia - -

You baYe sot to talk a l1 ttle louder, Bell, 
~ eara are all atopped up. 

I ·~ we baYe a oopy or a oable Wbiob the 
7edaral Rea&rYe reoeiYed tro• tbe State BaDk 
ot Rlleeia. It ~·· •we ooneider Bxeout1Ye Order 
ot July 15 act1oned by you u baY1JI3 no oon­
neot1on to solA required by State Bank or 
Rlleeia an4 be1J13 i te property. In ooneequenoe, 
del~ in a:eout1on our inetruotione Wlbiob we 
eutter loaaea or wbiob we bold you responsible.• 

l'bo 1a tb1a troa f 

•we in8iat upon ta.e4iate execution our in­
atruot1ona . Await1113 intoraation reaard1J13 
execution . • 

:35 
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• 
B.li.Jrl 

Belli 

B.li.Jrl 

Belli 

B.I.Jrl 

Belli 

B.J.Jrl . 
Belli 

Belli 

CoobnDI 

B.l. lrt 

Bellt 

B.X.lrt 

• 

- l.O -

ttu• _. 1B r.p~ w a win teioh tbe :r.trta, 
lol tbeen' u ucl •tboniu """ W ••t w 11w 
lecleral Reeern w tr'aaefer the1r sold bal.&llo .. 
to the State Bank o~ llllu1a. 

lho eent thief 

!rile State Banlc ot Ruae1a. 

!he7 ar. so1Dg to hold ua re•pone1blef 

!he Pecleral :aaeern Bank 1D 1 .. Torlt. 

Wondertul. 

!M lecleral Reaern 8lmlt rapl1ecl tha7 OOQ14A'~ 
ueoute the orclen beo-..e the7 W w appl7 
1ao 1be '!re&ear7 ~or a uo-e &Del tbeJ -­
•1der theaeelTe8 U haYiDC DO OOIIHOti.Oil. 

Otfaet 1t asa1Dat our debt, 1:be lllleaiu debt. 

It 1a qW. te 1Dter .. uua. We ar. praparecl -­

Do JQU want ue w let the State Departaent 
know about thatf 

I don't bow whether theJ lalow about 1t or 
not. 

Jo, I 4on' t know. 

Bea1dee our o- lesal bor-, abo• that to 
Pro~eaeor Chaaberla1u. 

hare prepared w 41•- now a KKecnrtiq 
Orter recar41.Ds aecruri Ue• ttaat ~ ban 
a ~oreip .te.p o~ - k1D4 on th•, pt 
oat a b-ti'n Order IID4 req'll1re a at.p 
aoMtbins 11lte that ( abow1Jis .-pla) w be 
atwohecl w aaoh aeoari tf• le haTe be• 
~ 011 1t ~or •- uae. 

liarqlou, 1lbo 1• th.1•f 

IIUa ._..,,1 • 

• 
136 
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B.I • .Jra 

Bell• 

B.JI • .Jra 

B.I • .Jra 

lloU I 

Belli 

B.l . lra 

Tiner• 

Belli 

Tiner a 

B.l.lra 

Bella 

B.I • .Jra 

Bella 

B.l . lra 

Bella 

B.I • .Jra 

Bella 

' 

- u-

I loll't DoW tiiQ' be .. obo-. 

Barolet aaJa 1iho7 ba'a u ~ of 
llarahall aD4 ha haaD•t bau u"cl oa a 
eeourit7 or on OurraD07· 

Jlobori Maraball, 1••' t 1 t f 

.Jolla • 

.Tobit? 

!bat 1u't &004 lookUc. 

lloHri llorrta. I .Ucl lU:e !"-:uJ~~ 
ibat tocla7 or w-.rrow, U I 

lhat are JOU toiq at 9•~ wsaiio• 

You aholllcl ~ ptt• a •"-P - ou --.,.;;;;_ 
•~P• uaa4 b7 tho ft'OUU7 ctur1111 ~ 
Intoroourell' Aot. 

lb.an waa 'tbatf 

1810 w '14 · 

• 

!be7 haYo clone a lot of work OD 1ib1a - 110w. 

tea. 

... 

... 
U up - I aU rea4 - pa&+&lb• 
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• 

B.lll .lrt 

loltJl 

B.III.Jrt 

BIUt 

•.•. ~r. 

Bell• 

I.J.Jn 

-12-

TOll tiM ~ le~ tlotla Jlolel' _. l'ftr-r 
cn-HZ"latJl • -- 10 0 ' n'~ e I. 
dotlll ap1a? • 

I doll' t lalow IIIIa be upeota to H baok, .. 
JOilo Jlul? 

I ._Ida thie I!OmiJic at tile Oo. Olu. 

Be ie pzvbablJ baolt here. Ia _, HM 
lri4q" afterDOOD aDd I 41tla't eee Ida 'be­
fore be latt. 

Be upeo~ to H ben tiall IIOZ'Dblo 

.. 41tla'' so 'beak Jao.e • •• -~ ... 1D 
1'1r11Dia O'I'U' U.. llllk•IDI. 

.. 11, I _, 1D • - tbtnp 11Ub Ida 1D­
IIOZTIIII. Wlll. JO'Il tell Ida ,.oo o 1ol.ook to­
-low, it be 1a ~' 

.&.11 l'ilbt • 

Ozo 11100 W.Ornw ~· UaOO 111111111 
""•· I 11111 H tz"estwr. 1111 JW let 
....., IIDow! 

, .. , ldr. Blat 10 .u.. 
AM..._ a. lo blln, 11111 1ft 1n lldll ait ia 
"JWr 4100 •'•l.ook ..nta~t 
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Belli 

s ••• lra 

ora,.,, 

B ••• Jra 

s.•.lr a 

..... 
s .•. Jra 

llaaal 

a .•. Jra 

Be 1a a1 ~UIIS 1a. 

Harold! 

- 1.3 -

I woul.4 Ute 'to ·~ 'bell1a4 'to ut ;rou a 
queaUoa. 

!bat 1• all r1sh't. 

I ha .. oo1;h1JII. 

Geoz'&•• I WUI1o ;rou w set 1DW tiUa ..U 
W.1D .. 8 ..U, 

.lll rtpt • 

8o s•t bllaJ, aH, aD4 the th1Jis that I -. 
'th1Dt111S of. the 'b .. 't ~ 'to ao 'th1a 1h111S 
-14 'be 1t we ooul.4 aea4 one of Georc•'• 
•• to a •e4ar.J. BeaarYe f1el4 otf1oe, a 
BJO t1el4 ott1oe aD4 le-t noh of th- au 
there for a week a4 so throqh their appU­
oatiou u4 ••• the people that ooae 1D, 
'llbat t1D4 of aWtf 4o tbe7 -t. P1ot Balti­
IIOre aD4 let a fellow so to Baltt.ore aD4 co 
~usta th1a awtt, 'both the BJO aD4 ••4ar.J. 
ReaarTe awtt. Oaorp hu 'been all throu&b 
'thia for •• a4 we will DOt let z .... p1ot 
atutf to aa4 oTc hare the ~ he 414 to 

B1ll· Douclu, but let u - let Georc• or 
aoM'bo47 so to Bal tiaore or B1oa.oD4 D4 
3Ut a1 t there aD4 co throush theH f1lea. 
We oustat w 4o 1 t opaalJJ let 1b- know 
we are S0111S to so ~• be there when the 

fellow ooae 1a. You ha· ... sot -- l:lalp, 
h&Yeu• t ;rout 

Oh, 1••. •• will n1 wh -'bo4J U'OIUI4 
to 4o lltlat 1a DHHHZT • 

Wall, 'tl:la po1D't 1a 1t ;roa 809&117 W a 
weet•a ~rt-• 8114 thea the people cpell 
a'boa't the or.Ut, all r1sht1 bat 11' ;roa an 
'tl:lan aD4 ao 1bz'o1lP •• f11•• aD4 ... t~:~a 
people 'tlla't- 1a u4 ~a talk wlth 
~t 1bat 1• tiM ben~ w 4D u, 1a•t 
u, o~atat 
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a.M.lr• 

finer• 

B.l .lr• 

1'1ller• 

B.l .l ra 

GutoDI 

B.l.lra 

Tiner a 

B.I.Jr a 

llaaa l 

B.l.lra 

- l4-

It 1a ~be Cllll7 WQ reall7 w blow IIIIa~ tale 
1ibilll aeaa. 

AD4 I ~14 atart that ~o4~. 

fbe oD17 poill~ 1a, 4o *• people blow - 1e 
tba~ a goiiiC orpDiaaUon now OD tha~ poill~, 
Will ~ben be applioaUoDa aD4 eo ont 

fta•7 ·~ the7 1aP oce ot ~. 

Bla~ 4ou the pabUo blowt 

U *e7 4oD1 ~ - ..U., I 4oD1 ~ !mow Ul4 I 
• pan ot ~ pabUo, bll~ .. baTe ao~ w 

4o eo••1ibilll ill ~ nen to'llr rear• tor 
the .all buill••• am, ftaia 1a a lollS 
rtewpoill~. 

llon 1 t uile wbaD fOil ·~ that. 

lu~ ao I 4on • ~ --

Toll b.aYe wa1 ~- e1S)1~ 7eare. I 4oll' ~ ••• 
1C7 fOil abolll4 be ao iapaUen~. 

• 

ftaa~ 1• ;!u.s~ the r-n. I b.a4 a talk w~ 
With a tallow. Be _. ~ tba~ we ban 
4ona tbi.a t or the ebareorOpper Ul4 ~· -· 
u4 eo torth 11114 ao on, how eholl~ toilll -
th1JII tor the ...U. bllailleaa -· I ban 
ba4 tbi.a 4o• tor three ~. ti 1:her Rio!l­
aoD4 or B&ltiaore or bo1:h. ODe at a Uae 
Will be eDOIIIb. AD4 to 1 ~ opalllJ. I -· 
set 1e~ troa .JOllaa 11114 ~1••• .. are 
aoilll ~o 4o 1t abon board. 

Be ~ JDt be Yer7 'llu7. 

lhof 

Baua I aean ~ - we ellll4 w ~ee plAce a. !he 
appUoatioAa ~ be tew u4 tar betwe•• 

B.I • .Jra Tiaer b.a4 a lot ot ~-·· We -~ all 
1:hroqb ~-t 111 .,... 
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Belli 

nner1 

Belli 

B.II.Jrl 

- 15 -

WoD4er it it woul4D' t be better ~or th• 
to look at tbeae ataUaUoa the Peclaral. 
R .. erTe Board baa. 

Tee, that ie what I bad in a1D4. 

And the Yarioue Pederal Reeene llanlta. 

And aleo I 110uld pioll: out an area w1 tb ~l 
teotortee in it • 

.Ul ript, Georse. 

Bull I u o~. Bzouee ae a aeoond. 

ilu.ll 

B.II . Jrl 

Yo111151 

B.II.Jrl 

I tb1DII: 1~ --

I b.-n aoae'thins aore . 

Pbil, pleaee prepare the ••e 11:1D4 of letter 
~or llr. Ielaon that we 41d, abowins part of 
the President' 11 etat•ent on J1.a7 10 or lla7 16. 
You II:Dow the lettera that went out. 

(Jfr. B.au htmded report to .seoretar;r) 

I tb1DII: we heel better baTe Ielaon here to.orzvw 
a t 10100 o' olooll: end lloRe7110lda . 01berw1ee, 
auddenl.;r we asree on e•er;rth1Ds and tbiD Ieleon 
didn't bear allout it ID4 be -ta pr1or1t;r. 
llhat elae do JOil lr:::Do1ff 

Io'thins elee. 

Ob, would ;rou - between ;rou and lira. nota -
I -t a little atat•ent o~ llbat Blooh-La1De 
wanta ao tbat I oan aention it to lfr. Welle a 
at 6100 o•olooll: toDi&h" llben be ooaee to Ule 
bouee. Did JOU take care o~ Jfr. :Purrta ooains 
iD ~roa Oana4aT Did the;r aall: JOU an;r'th1DS 
allout itT 

Io, air, I baYen' t heard an;rtb1DS about it. 

1DMa I SO holM at 6100 I ..nt to take --­thins with... fte P.40' a ~or tbe .uu .. 
are PilUs Qf 

!.41 
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..... 
H.II.Jra ..... 
H,II,Jra 

l!aa81 

H.II.Jra 

Haas a 

H.II,Jra 

Haul 

B,II,Jra 

llaaea 

- 16 -

.uu ... that 18 ript • 

It 4oean1t 8fq eo. 

It eqe on the top the Bri thh oontraota • 

It ien•t olear, Georse. Six boura a 487 
tor the ~ab or both BDaliab an4 --

Por the ~ah, Mr. Seoretar7. !l'hat ian•t 
olear, I aee now. It ia tor the Bllallah. 
87 Septeaber 1, the P-'6'• requirin& the 
'lri&bt CJOlone 8II«1Da will be all oc.plate4, 
be .. tt.atea. An4 then tro• that tiaa on 
tbe7 will be pro4no1Jia au airpluee. these 
P-40'•• an4 aaleaa the7 haTe au .UUaon 
engine• a 4q, the7 are Juat aoina to pile 
up in etorqe. Be 8&78 --

lh7 1e the l'riebt C;rolone 80 tar bahin4f 

Well, tbe;r ha4 a little 4el1•er;r trouble 
there, too, bu1: Mr. 1'~ wu up there 
at the plant an.4 be hae proa1ae4 tba to 
oo .. tbroU8h with that, 80 be aa;ra that 
a1 tllation will set bettar ratb.r than set­
tina worse. 

The .UUeon people haTe wa4e -e promeee, 
too, but he 1a •er;r alteptioal about aettina 
the enpDea. Be ..,. the ~ ia aettiJia 
th• all, u JVU !mow, eo tar . 

Well, Ioolthee4 ian't eo ba4, ia itf 

Jo, but he ha4 11011e axoept that one allloet 
oowplete ww1 t1J1a tor two 81111J1ea. ftla 
Alliaon 414D1t 4o eo well lut wealt. !!lara 
1a aaoth.r it• I 110tioe4. You wUl notioa 
the tiauraa tor 4eli•.riea thia week wben 
JQu set the report will be 4o•· The 'lr1&bt 
plant took a week' a T&Oation. 

!be7 414? 

!!let ia llbat tbe7 aa14 on tbeir report. 
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• 
a.a.Jra 

Soh.-HI 

B.l.Jrr 

Sch..nr 

B.JI.Jra 

Soh~· 

B.JI.Jra 

Tiller a 

Gutolll 

B.l.Jra 

Grbeaa 

I I.JI.Jra 

- 11-

.. ll, Uaat 1a lllioo. 

OhiokT 

I baTe two -ttvo han. to.orrow aomt~~s 
ta tba h4anl Rqtotor Will appear tho 
t.D. tdlioh p-,ea up tho sraa du.pUoato 
OOP7 on the illooaa tu rataru tdlioh 
11r. Slll.U Y1lll hu _.._. OD IID4 I oaaon 

aar wtah to haYa a allan ptaoa to IIDI 
at tba praoo eo~-• tbta attelwOD. 

taka oara of tt. 

• othar -ttor lMolna 1tao t1nt of tlla 
ahl:s--to of pl4 f'rola low Tod: to 
boz. 1'ha7 Hcta !ban~ • 1a 1ibat 

l'ilbtf 

tba 25th. 

I -lo't oar~. 

I ti0Ul4D•t th1.lllt ao, aUbor. 

lira. lloaa, of ooaraa, to ... or to 

If IIIIa toea ~ Uka that, aha seta 
f1ra4. 

I like w haYa 1011r wral RPJDn. 

:r..t her taka a rtcla wttb a aoto:ro10l• oop. 

'1111 DOt pat Jao:r • oDO of tho tnoka ... take 
Jbo11op'apb8T 

!bat !lu "-• cl-. 

lla1.0U17, toll Jln. BID• I 111ll 'be ntr1 .ob _,_.it tMn to-., pai!Uo11;J. 

I 11111 toll bar. 

.._.. - aoT T• lilllft ..._ oan of 8 ln'• 
JJIU1o .... , ..._,, ,_, eat ta lllnlt 
liMN' •eefg 1 '· 

• 

• 
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Ooobrer 

B.II.Jrr 

Ooobrer 

B.II.Jrr 

0oobJ'CI 

B.II .Jr r 

Oocbruu 

B.II • .Jrr 

Oochruu 

a.a.Jrr 

Ooobrazu 

H.II ,Jrr 

Coohzear 

B.II.Jrr 

Ccohn.Dr 

- 18-

Jlr, Bn47 of the .taeriollll OoUill.ate. a~ laD­
soon ie c~ ill w ••• •• thie at~U"DOon. 

lfhot 

Jlr, Bn4)'. 

h~ lllberet 

JianSOon. Be hae bellll • ..,.,111& in - pretV 
aood repone on Chiaeee --

Be 1e a Co1181llt 

Tee, air. 

'fill he be here all weut 

Tee, air. 

I would like w eee ht.. 

Do JOU Wllllt w eugee~ a date or ahall I eee 
Kaot 

Kao. 

All ri&ht, becmee he baa e1;afe4 o.ar, hopina 
that he oould --

llqbe .. Ollll worlt it ill w-rrow betwD 8r3Q 
eD4 9r00. 

All r1pt. '!hat ie all I han. 

H.II . Jrr Jobnt 

Sltl.UTUII Xr. BelftriD& ... ill Ulie •mill&• Be 18 
aDXioue ~o J.-. tbie ~emoon. 

B.II,Jrr Jl7 God, be hae bHD ~ --

lhllUTUr to .lapn 8. I th1lllt be ha4 - UU: wUb 
10u aDl JOu -cpate4 be repon baolt here 
~. 

H.II. Jrr Bow 10111 baa tbe - be• ~' 

144 

Regraded Unclassified



- 19-

~lllYD• I 4on1 t lallnr, 81r. 

B.l . h"a 

SUllinDI 

B.li • .Jr a 

Sulliftlll 

B.l.lr• 

II.J Wl4ereta4'118 ... ba ... SOlDc to p 11oM 
f1ret 1iba so to 1ibe Oon.•1i1oll 11114 I 1iboqbt 
he ... ooa1q baoll: to co 1lo .n. 
I dCD't lmow, I -•t hare ea he lett 11114 
I don't lmow .nat ~ an4eretad1as .... 

I reall7 4oD't r-ber. I 414111 t ~ber 
1ibat he ... solDc ~..-a. 

B• bope4 to s•t ~ th1e atMrllooa. 

I 1ib1lllt he oupt to etq han ltlile UU.e bill 
ie on 1iba tire • 

Sullinna Well, he •JIOiw ot that 11114 he e81d b-oa eat 
he oo'Qld p1iber he woW.d be 110n Y&luble 
here later on. 

B.l • .Jra Be baa 1110r1tod pro1it7 har4. When he worlta, 
he worlt.e har4 . 

SUllinn• Oh, thoro ian• t ~ doubt about that at all, 
air. Be did look 1i1red tbie 110l'll1118. a. 
roall)' 41d • 

B.ll.lr• I auss .. t a •elt-ad in Olnel.&Dd. 

SulliftD I Be ... at ~ Ooa. .. tion all waelt, I llho'Qlcl 
1ih1lllt he ~d ll• tire4. 

B.li • .Jr a All rtsht. 

!bllinna !ban 1e a ••tiJis tbie attaDOoa at 2a00 
o 1 oloolt OD tba '1iaz bill lllb1oll thare baa llea 
... talk alloat. llr. Do··~· .... llr. Ooo,.r 
11114 Jlr, Barriao11 11114, I Walt, lleutora D.ac 
Ullcl Gaoqe Will lie ua .. , too. 

Bella X. 1iba bill ~ 

lllallinaa ._, c1o 101l -· r..., 

Bella It 1a ,.n tile .. ,,, .. , 
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• 
8Qll1YUII 

B.JI.Jrl 

SlllllYUII 

B.II .Jrl 

SalllYUII 

B.II .Jrl 

SUlliYUII 

B.II.Jrl 

SUl.UYUII 

B.II.Jrl 

SlllUYUII 

a. toni 

B.II.Jrl 

8\lll.iYUII 

B.II.Jrl 

81llliYU11 

B.II . Jr1 

lole;r1 

- 20 -

At fin 111nuwa of 9100 ~ro - 1 t ~47 
to 4el1nr 1t to (ba41JII bill to SeoretarJ). 

lhero were ;rou at fin aiDUtea of 9t00f 

Risht here, air. 

:D14 ;rou .o011e down 111 tb Xno:d 

OertaiJll,J • 

An4 ;rou o- 4o- thia aomiJicf 

•• wre risbt bare at fin a1nutoa o~ 8100. 

And ;rou left 1 .. S.putro thia 1101"111111' 

!en a1DUtea put 8100, 

tranliJII wi:t.h IDoz seta ;rou up, 4oou 1 t 1tf 

"loll, it 1a a har4 habit to break. 

It seta b1a up or koopa b1a upf 

Both. I .. all for lrDoz. Bo ia a soo4 su;r. 
!bat 1a Tery neot of ;rou. J)14 ;rou haTe 
~ trouble sottiQS ~t llioo ribbonf 

Jo, no trouble at all, eir. 

All risbt. ~ olaof 

Jo, air. 

Bore co tbooo papora for tho aato wbioh J01l 
saTe - on :Pr1487. 

lmlbon oallo4 QP on 7ri487 8D4 he -tea an 
opillion u to tho 1701 a powva to llalto loana 
botb v.n4c tho 1940 Jational Daf .. a •a4-
-t of tho Ji70 powra an4 v.n4c ~ CU.aA­
SteapU uondaant of 19,a powera to oor­
porationa in ~ 1bl.1 tea ltatoa for naUCIDal 
tat-• parpoaoa llbaro tbo faoiUt"iA Will 
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B.II.Jrt 

B.II.Jrt 

Jole71 

B.II.Jrt 

l'OleJI 

B.II.Jrt 

7oleJI 

B.II • .Trt 

- 2l-

be u~lise4 bo'th for 'llll Ul4 for 'the Br1 Uah, 
IIDcl I ban tilia Op1JaiOD ~t bola 'thst b7 
ban acl.equaw power uncler both aeouou to 
uke that t'Jpe of lou. low, tba op1Jaion, 
lite all our opiJiiou, 18 a44r .. ae4 to 701l• 
1s it all.rtsht to Sin u to 11r. Dauau' 
Tee. 

Be will use it ill hie talb wUh .r .... , but 
I • ooDficleDt ~t the .t.Uo:me7 General 
will n.ta1D -· 

I thiJik on a t.h1.Ds like ~t, before JOU Sin 
U to h1a 70u oasht to show it to the .t.tto:me7 
Geural. 

.t.ll risht. 

Or what 70u oould do to ea'ft UM, Si•e U 
to b.iJ1 and 887 JOU are eendiDIJ ODS OYer to 
the J.ttorne7 General, but I woulcl sin u 
to the .t.ttome7 General. 

All riiJht. 

On 'third thoUIJht, I would DOt Sin it to b.ill 
UDtil tbe J.tto:me7 Gelleral has puee« on u. 

Ok87· 

I woulcl let tba .t.tto:me7 GeDaral pua u. 
It ie reallJ up to the .t.ttome7 General. I 
haYe a reaeon. 

lole71 Tee. 

B.II.Jrt AU rtcbt? I haYe a reason, a sood reaeon. 

AIIJthiDS else, ld' 

I 1101ll4 like to talk 11o 7011 about a oouple 
of :11:-tin Orclera. I ban thea ill 'the 
al'-Un. OM WR14 1144 oil Ul4 pnrol­
protuow w the liat of protuow wiUWl the 
•llarp. !be ou..r .ua 1144 oil _. pet:rol­
JrMaow at -P 1roa _. I 'th1llt • oqtat • -
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11.1.1ra 

ro1e11 

l!.l.lra 

J1o1e11 

lf.l.lra 

Jole71 

GaatoDI 

B.II.Jrt 

Gaatona 

B.II.Jra 

Ca.stona 

B.li.Jra 

lole71 

Gaatozu 

H.l.lra 

- 22 -

:t.et •• ha~• tboae . 

•• •• produoe one or the other, beoav.ae •• 
need th• to 1•pl•ct our ahip control. 

I -t tbo .. tor liiDOh. 

That queetion ae oo:nelL44Irtl U't411l81Yel7 
1D one ot the Metillp prool-
tion, ~t the.r decided inolude 
petrol411111 and wouldn't that 

waen1t aotDalq abort~.;:~~~ Mede4, 
ort Uoal tor national d 

Lea~ins the Treaeur.r r epr .. entat1~•e out ot 
it, there 1en't a .an on that oo-s.tue --

I know, the.r are terrible . 

• • •• lllbo oan ••• be;rond the and ot hie noee. 

'!'bat 1e ri&ht , and it onl.r e~• ot the other 
departaente beeidee the Treaeur.r would reoos­
Diae the taot that the •a.r to keep ue out ot 
war 1e t o keep ED&land t1&htins 1 we would 
get .uoh turthar ahead 1D woh le.. U.e. 

Let •• handle thie at lunoh. 

T .. , I th1Dit u ie nr.r a portant that our 
hand be apl•ented b.r bartns oil and petrol­
product• added to the liet ot • bargoed produote. 
•• are hol41ag ehipe, Herbert. 

Tee, I lalow. 

Let •• telte oar• ot thie . llhat ele•' 
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JoltJI 

B.ll.h'l 

PoleJI 

B.II.Jrl 

GutoDI 

B.II.Jrl 

GUWDI 

B.I.Jr1 

- 23 -

lotlWIS· 
llerbert? Oil, I WOD It s1n JOU tbia. I 
read tbia th1J'I that Oox prepared ror 
Jelaon. .la rar u I • oonoarne4, 1t ia 
all r1pt. 

I th1Dit that ••• ua the oootrol - nae4. 

I woulcl lib JI)U (filoapaon) W rM4 1t aDil 
tbeD return 1 t to ~ fil... U 1a a a4-
a1D1atrat:i•• -t~. 

Here 1e tbat report Ulat Cairn• sot up. 

!bat 1a sooct. 
!bare 1e a o ... or a ebit w load upbalt 
for 8pa1D, !axu CoJ1PU17. I cloo't !mow or 
a, rauon 'lib)' a oarso or road. upbalt 
ahoulclD't be eb1ppacl .. SpaiD. 

I woulcl let 1t so. 
All ri.8bt1 Dow. Barolcl waota to wb1apar 
1D ~ ear and llr. Guton will ·~ a 
llimlte. 

• 
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OCili'l IUL 

-8ubjeot : 

Cono1!!1oao 

(1) '!'be uUoul. 4otoaoo JIII'08Na 1o Pl'ftl .. ~ 1aor ... 1. 
1upoort t o 1n4u•'l'7 'hl'cnap uw ooa~~VUtloa • • u4 •• 
1114Uit r 1al 01'401'0 . Pol' OlaiiiJilOI 

(a) Re&Y7 ooaotnoUoa _..., elll.e~ tor r.c-1 
detenee proJM1:o, ootoiiU6o4 a ... Illata NUll& 1aot 
vuk. 

(b ) Stl"'Mtw&l otoel aWI'Ib lillln 1aOI'JUo4 M Ue 
h1gheet tlpro, wUII OM aoopUoa, o1aoo lloJI'oollol' 19,.. 

(o) New or4oro of Ulo u. 8. 8too1 OOI"Ii!fttloa .._ 
r 1een to 149 JMil' ooat ot oap&AtJ, trOll 109 JMil' oo• tla 
prn1ou~ ve!k. 

(4 ) llov or4oro t.- 1~.- ban raoobl4 tile boot 
l eTel o alnoe laot tall. 

(2) bentlaa11J Ulo 4otoaoo ozo«Do 11111 'lluwo a 8aJGI' 
bu11neu t aokr . ror Ue ta-o~. ~or, INAMOO aoti.Y­
U y 1e hiiiU.IC to olo-t•, ao ~aa.o4..., tllo taU.wo ot 
W"klf buolaooo 1114oa.o 1a tile •-114 "" ot lwl:t to ..-1 
their l ate-.Jae loY010, a... 10 - ma.aoo, - far1.!Jiat 
t he FIIB 1n4ez 1a hl:/ wt.U aooo4 t1111 hM ftpn ot ~. 

(3) llh1lo )111"1ooo ot 1allloV1al NW Mtorlalo (1a01~ 
1teel oorop) a.ouao4 IW t·t fw!P w 1ut w-t, at~ 
11114enoao-. aotot....., .- .... ., .. w-t 1a - ~to. 

~·-~ t~Noh'nw a •• en '• .._. 1a • ~ z~~.~· 
· - - ol • u- p1• l8la .... n .. p· F - -no voota ,.,... h1F 1,. 

-----
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seore~ry llorgenthau - 2 

'!'he gene raJ. sltua t1on 

The recent slackening tendency in business activity, 

. -.' • v ~ 

whi ch has been accompanied by some weakness in prices or in­
dust rial materials, beca me more evident in the week ended 
July 13, •hen weekly indexes or rueineaa activity tailed to 
equal their late-June leYel. '!'he New York Times index i n that 
~eek (see Chart 1, upper aeotion) showed no r eco• ery rrom the 
d•ol1ne registered during t he Four t h o r July week , a.nd stood 
at an FRB equivalent or 113 . This compares with an FRB index 
ot nil in June. The lenll1ng out in production rates is re­
tleo ted in a number or important industries. (Lower section 
of Steel i ngot producti on has held practically un-

the past two weeks, when the seaao naJ. trend 
be upward. Aut omobile produc tion has declinsd rapidly 

in preoarati on tor an early changeover to 1941 DOdels. Cotton 
mill activit y in the eeoond week or July {after seasonal ad­
jus t ment) was slightly lower than in t he last week of June. 
Lu11ber product i on {adjusted) has not aade a nol'llal recovery 
f ro11 tbe holiday shutdown. 

The levelling-out i n business activity seems to indicate 
a tendency i n many industr ies to await actual defense orders 
before stepping up production rurther. Uncertainty over the 
oruent ..-ar situation, particularly rl th respect to i t a influ­
ence on the continuat ion or export war orders, baa aw arently 
aloo been a raotor. 

Defense order s increasinK rapidly 

Defense order a are rapidly coming i nto the foreground 
£& a a&Jor business factor. This tact ~as par~lcularlY ev1-
d~nt i n the volume or awards tor heavy construction proJecta 
i n the United Stetea and outlying possessions last week. {See 
Chftrt 2, upoer aeotion.) According to the Engineering News 
P.ecora, "Never before i n hiatory baa such a volume of construc­
tion contracts been let i n one week aa were placed on the books 
ln the seven daya ending Tuesday, July 16.• The total amounted 
to 4217,000, 000 (including $47,000,000 i n ou t l ying posaeeaiona) , 
•hlch compares with a previous record t1gure of $1152,000,000 
in one ..-eek or Uarch 1930 . Naval base proJect s accounted tor 
the bulk or t he awards. 

Structura l steel awa rds (lo..-er section o f Chart 2) have 
llltewtae shewn 8 pronounced upturn. The total for fabricated 
st ructural steel, tabrioated steel plate, sheet s teel piling, 

• 
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and reinforcing bars during the week ended July 16, amounted 
to ~. 56o t ons, more than double the preYious week ' e figure. 
With one exception, this i s the highest since September 1938. 

Steel orders gain markedly 

New orders reported by the U. S. Steel Corporation tor 
the wt ek ended July 11 Jumped to 111-9 per cent ot capaoi ty, 
sa compared wi th 109 per cent in the previous week. (See 
Chart 3,, upper eeetion.) Si nce thla U tar in excess ot re­
cent producti on rates, as shown on the chart, it indicates 
an increaaed. bacltl.og ot untilled order•. Steel production 
thla week i e acheduled at a8. 2 per oent ot capacity, an in­
create of 1.11- pointe over last week1 e rate, and a new hlgb 
ror the year. 

A greater concentration ot order e in the field ot heavy 
steels hlla apparently given the U. S. Steel Corporation a 
production ad.vantage over most ot the independent companies. 
In t he paet week, this Corporation baa operated at 90 per 
cent or capacity, as compared. with an average ot 85 per cent 
!or the independent companies, (Lower section ot chart) 

Steel acrap prices declined further last week, notably 
at Youngstown, Pittsburgh and Buffalo, with the Iron Age 
compoeite price off 33e a ton to $lg.3s. Japan bee completed 
buying about 300,000 tons ot scrap, according to prees re­
por te, eppa.r ently including some stocks on the Eastern sea­
beard originlllly des tined tor ItalY. 

Recent r eports that :a shortage ot pig iron 18 beginning 
to hendioap Canad.ian steel production attracts att ention to 
the t act that the Dominion baa only 10 blast turnaces and, 
over the laat ten :rears, baa produced onl y 2.5 par cent as 
cuch oi g iron as the United States. 

New order s index improves 

Our weekly index ot new orders tor t he week ended July 13 
recovered strongly trom ita holiday dip, aided both by 1n­
creaaed steel orders and by 1ncreaeed orders tor miscellane­
ous produots, particularly t or building aater1ala and eleo­
triaal equipment. 

Regraded Unclassified



(IIH CbAJ'I ~.) x-ber order• r-werect to a'bcnat tba 11Ye1 
raa~ 1a1t va1k ot J'ua, 'llb1ala waa th1 ll.1lla1•t u.eoa 
Ill'~ ~ollar ot 19)9. 

Jew ord1rt raponect 117 ~ 0.~ n1ur1o ~ 1a 

tbl week 1114t4 .T\ll7 1) ro•e aharpl7 to tba hiahaat waal:l7 
fip.ra on olll' reool'da, S01114f baok to 19)). n 11 r1port1d 
tbat both th1a ooapa117 and Weet1ngbo\IU haYa tl:» 1argaet 
baoklog of e1eotr1oal IQul.paent ordare OQ reoc:rd, and are 
booked at oapao1tJ for • rear or aora OQ heaYJ prodllote . Ia 
nP ot thU e1tut1oD, uoor41Dg to Jll'l" reporta, ~ aaw 
lr1UM pollllar plaat 1Jl tha Soath haa llan ollllpd to 11UUae 
eeoca4-llu4 eleotr1oal tq111p11eat troa a waetera aU111;J ~. 

Pr1ooa of baa1o ....04\tioe 4I011De 

Spot pr1oae ot both raw Ui4uvtal •ter1ala nil food 
pro41lOU 4aol1at4 -lltlat f11l"ther lut walk. (Boo CDI&ntrair) 
IMI' the Old ot the walk, llowwar, - IY14aaoa of a f 
tudouJ ..,.._ Dot1oaall1a 1Jl the hnraa aneta tor a .....-er 
of -d1t1ae, •-17 .U.t, npr1 -1, l"'lbllarL Ua, nd 
a1ao, llb1otl ut tor1abadow a rniYaJ. at 4-.4. '1118 BLII all­
eoao4Uhl index laprowect 11'&4'11&117 4111'1Dg th1 hll wti:U 
ellllt4 .J\117 1), tollonq a '-"aka' 4o111DWU'4 tr1111l . · 

Jaoq tl:» 1a41latr1al "" •tll'lala, l"'lbber pr11ea l&at 
Yee)t IIOn4 11PWJ'd, 1.8 OODvaft to tha fl'ftP &YINp, VMII'­
t&1a1;J ahoat Japaa1a1 1.8teDUau rapi'UAC tile Dlltah kat 
ID41u wae a lNllllll ut1uue, bat 1Jl tl:» 1oDg na lUll)' 

trader• ball1u tbat .Tapaa11a ooaue1 1a tile Dlatoh 1al.allllt 
YOllld aakt tor largar prectaauoa nil 1onr pr1oaa t1Doa 
Br1UU. rattrUUoa 11111.U tbaa lie Wp&aa11tla . Dallwer1ea to 
Contl.eutallllrope haw1 appe ••17 Mea ..ah redUHI. 1.8 Ja1 
&114 Jtl.J, 1Jlaraauac tha -t potnU&ll7 aY&1lallla to. 
111l1 hd Stataa diU YarJ. 

1114•• r.taraa pr1oaa !I&Y1 41ol1aa4 oou141rabl7 lllo&1lll 
of t~t 1zporta or 11.14aa troa llo•tll AMI'1oa .. .u brlq 
MAect 11 PtUUoa to ._etu ~uoa. 

apat pr1Ma "" 1-1ut wu, part17 llae .... 
ot • Por tha ... ..a weak 1Jl -Maa1• M 
autaa -.t ~ onati'J • th1 Ooau .. at, a a1t•U•• 
ldd.u t.a •u ...... eel a1a11 the t11'et taw wake ot t'A 
1Jor14 War. !lila _, o11Uook, oa tha oUter bud, baa lla-
8101'a wt .... la IIIII U of UHU1YI ralJII allll -1 -ther. 
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~ hWNI ~t WHk r' ... 4etla1ta wstusa, ,..... 
oipik u.. ..... et • .. .,. ....... ,- l[ea"'" ,.. 
2 ooo,ooo Jll'•.,• et INAI • •JIPG' •' • Pl'l• ftlllr *" 
~" of a _, ,._.1' tMII tM nplar ,....._ ... ..,., 
priot. . 

!1B prilll "" 11 ttll ...... last Wilt, 'llllaa ....,_ 
t1at 10iii l ootuc towu« Ula ••Uuc of lollrtaa on:.. 1oM 
0'111te4 Sates WI'S l'lpOI'tl&. .Utbnlt' loll'flu .. .,.,. aloM 
oo1114 110t auppl7 Vaita& ltataa -..pUn, wlalalll.Ut ,_. 
.., nu•W at 70,-., loas '-• ......... eta Jllll't et · 
tilt .. ......, -~ ..u .... • ..,..,..... laUna -
pro411ot• abnt }6,ooe leq tau at till u•anr, ntall 1a 
1Mlte4 1a Ule Uld.W lta .. sa .......... tbi .. ._ Re . 
1!'1411ot4 bfUie a•zt•l of JUear1aa ere wl~ loUnu en. • • 
IJI4 b1 othll' taneN. At JIPIIat till lllllW ltatea-. tw r 
axperiantal -lteft wt• a 1 'lu« a-.1 eapuitiF at • 
al1ptl7 O'fll" 1,000 1-s tees pep JIRI'. ~ • 

Ooat , un •• 
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~ llr . B. !C. Bocbscbild\ 
C!oar ot 1u.l.::':r Mz l,l. 1HQ bga JePn Citr 

loaat !b'lll'ad.Q, t.bo t:{ of t.be reoo1111t1.111 of t.be roho, 
...,114 111\lloll\ 1Da14.... fto _eooan1 naa r~ed M co w tho 
;tf1e1a1 eo•U.C •• tllq were afJoa14 of par--.1. aUaolta u4 other ,.up b•ndUpf' wbllll for r•-• I 4M1aro l.ater OD, t.bq are \rrtac w are d. 11114or all oirewanaao... tho .. cbJ.Ao bro._, 1D 0 , • ., of •phtoleroa• froe tho rural 41nr1na, whiell fan 1a 
1s.plJ .. tiOD._ to lhow that t.bo Ubor lmioaa and Loebardo to1 ..... 
.,. ut truated. aDT eoro b7 \be pan7. tho .U..Ailinaa an at aoorn 
platte and. iuiiH 110 oorUfioo-.. for their - 4opuu .. , wbioh Ulo 
"''--' tried to aroid. but wtt.boa ••co... So •• hare now a dolllllo 
-wat of d•&,U:!:' ho141.111 oort1t1oauoa of their hariD& boon oloow, 1114 tho ol,d or will hare w doeido whiell ODOI are heal u4 t11a1• oue are aot, .-o Uao 1a Aucuat. 

!he rooaOD wh7 Alwuu b trJiac to aroid b1ood ailed 11 to 
11Yo1d. per .. o1aUoa of hb partJ. UDdolllltod17 lODC before tho e1ooUoa 
tilt oU triok to trJ ud IMke U appear that aa 1mfr1ond.l7 MD414a\o 
11 trr1Dc w IMko o raro1a1oa aa4 th• taka Ulb •• a roo- w 
Uq1114tU hiD, 414 DOt work 1a AJ.ea..ato ooao, aa4 t• Ulia roo­
alto he 11 trr1Dc to &Yoid bl.ood lllo4. 

!he 1octoal roaal.t Will probabl,J be thlt 4!11.& Caaaobo Will 
bt Prnld.at, bat w a't'old tho ottac of a cl.ear 1Dpoa1Uaa. Ulo partJ 
Will u't'e to coda a 1ot of aooh 1a Ulo Cbubar M Al••n, of oow .. , 
leu than the .. Jori\7. J1aa7 1ad1oaUoaa po1Dt to,rard Ulio anU••~ ud. it rooaiDa to be aooa 1t AJ.eaau Will be oathflod with u. 
Sootbow or o\her, I boUwo he will be, ao I do aot kaow wbat alae 
bt h COlDc to do lllll.o .. , of 00111'101 poUUOI 1D JOUZ' OOiatrJ er U.•W 
fi~~e~~on fioll WalhiDctOD ahoa14 4otorai.ao ot.berwtao. 

Ill thia ooaaootillll I po1Dt oat the f an that the Clo't'eraa.t 
ob11"tra d.oel.ared that 1D fi't'a 41nr1eU of the twa1•• e1eotoral d.btr1ota 1D lextoo C1t7 tho a1eot1oaa wero he14 1D 1Uocal for.. 
8oat optWaUo poop1o beUwo that thia will cl't'o .l't'Ua c ... oho a 
to en out of the Cb&llbtir auoh poUUoiana wbo be1onc t o the part7 
'lboa he wanh t o cot rid of, apooial,l,J t he •-la!ata, ud. at tbo aaao 
\tao th17 Will oaUaf7 Ulo .ll,uaaahta 't'otora who wore eo w erwba1a1Dc, 
"Pto1allJ 1D t ho btc eUioa aa4 1D Joxtco Ci'F. 

k oao.toal,l,J \hero are eo ana wllateower. the a•••c• 
r..Ua at & w1Ul pran1eall.7 ao \ranaanloaa, 4ooaad. aa4 offer• 
lwoliD& Ul .. uroa fatrl,J ww. llutao .. 11 coiD& ao••••t llaek tete 
IOreal. liaoa ud .. rohaat.a .,, •• •• that \heir aaloa, wbllo h&Y1Dc 
filleD . ott ~aldorabl,J 1a tho 1aa\ tow eoatha, are ao• a1owl,J aa4 
11'1411al1J p10111ac llf• ·-
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sccrttarJ of StatE, 

Waahlngton . 

167, TwrntJBEoond. 

PL&IJ 

Ballapnt 

Dated lul.J 22, 1MO 

Rro'd 3119 a.m., ~ 

Putura 't'll"J aaxloua lmow ruu1t LrptlOD' • 1&1, 

Jul.J 6th. P1rau rrplJ• STCQII 

IIOJITOOIERY 

EllB 
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Sccrttary of State , 

Washington. 

783, tncnty- second. 

PLAIN 

Oslo 

DatEd July 221 1940 

Rec •d 3 : 48p.m. 

166 

Prtsluft Incorporated Oslo requests license transfer 

3000 dollars from Rtalbanktns account with !lew Yorlc Trust 

Compnny to AmErican manufacturer s for consignment stocks. 

Norgco Bank approv£3 transfer. Motter urgEnt . Stcor. 

PRESTON 

CSB 

Regraded Unclassified



• .lfl' 

SecretarY of Stat< , 

Waahiugtou 

a338 July a::, 5 •·•· 
fOR r.tr.!SinY FRtll BU!!ER11<1l'rll 

rL&D 

LOJliOI 

Dated July aa, 1e.o 

Rco 'd 11156 p,a. 

167 

1 , Thr Govt:!'tltiiClt'a weekly ~fioU, wtdch aver~gCd 

pounda 39.:7 L'ill:a.on in April, pound8 36 million in W., 

fo1l4 pounds 62,3 aillion in June, waa during the ftrat 

two weeks in July rcapcotively pounda 63,1 &D4 poun4B 

43,6 million. The Kanner 1n which the deficit ... art 

in the quarter endad June 30 waa reported in 1111 Jo. 19U 

of July 1. Since that date, &II reported in 1111 Jo. aoM 

of July 10, the wcckl.7 cxohequar :returns han oaitto!cl 

all dci&Ua of aoncy r&iud bJ orcation of clcbt but the 

following figures have been published tor the pcriocle 

Btl.hdl between July a .zl4 July II, froa B&Vinga ocrtUi.o&tCl 

pounda 9,4 lllillion; baby b0nd8 pollll4ll 17 aillion; ud 

1ntcrcat-trn loua ~ 7,4 aillionc between .JulY 1 &D4 

July 16, froa 8-1/1 percent bODda poull48 87 ailltonl in tblr 

thnc ftW c~d Ju).'f li1 froa iJIO:rE&IICB 1Jl taldft 

1 trc&IIUI'J b1lla tawm pci1IDM Q. a1111ona &114 bJ the nn lk­

poeU ocrtoifi.o&tca clnort.IIH ia ., Jo. 11111 of .July 6, 
10 

JCn!Ddlill&llSon on~ .JDa • p Cs 10 "'
11

\Jnl on 

Regraded Unclassified



• 

• 

-&- flaal lul7 D, II P••• 

JulY G, b\1~ tor tu two ~•quat JrU&p IISl. fhll 

good rcodpta troa a-1/J parocDt •oD t~~~• bolld8, •twa:ll.'r 

heavy 1n tbc f1rat wn'U ot tbc 1ai'IW u tbc:r ab~~Wb 

aooWIIIlatcd aav1Jl88, ban cY14nU7 put tu aabltCfolr 

tcaporarU:r 1D t\lllda to a ntt1olalt dql'cc to • »z M 

to rcpe;t tu BaDk ot lmiJ.u& _,. u4 -.- .auoa of 

about po1mlla 80 an11011 at * IOtll ot lvJJtc, to 1llllkl' 

allOt by po\lllda • Jdllioll 0!1 N:r 18 .. polillda 611 

million ot trcuv:r bUla k1llkn tor wbloJa wn 1Dritld, 

and to rctraill troa bori'CIWUII ~ tbi bUb b:r .,.oW 

dcpo.S.ta Oil tba lan wo rru.,.. 'be Jliella lncl ftlckl.r, 

rcturu troa HY1Jl88 ccr1f1oat .. u4 b&ll:r be~ (wbloh 

anragcd about po'lllld8 6 aU11oD par net 1D jprU aD4 lief 

and OYCI' po1ID4a U lli111oD per WU 1Jl JUlia 11114 .JulJ) U 

well u -\a offa-4 trn ot 1D\ddt, 11aYa lll8CI 

ue1atc4. 

a. 'Dul 1u1t Of ,.:J•"" 11M nquatc4 tu 1Wolt 

c:a:o~~GDCc to llllY1a~: •4•r• t!lat \1111 1IGII4 •a:uac• alOh 

appear• W1B iD tM GlullUatlOD OODtn1ns4 in •niO!I I of 

for• D 11114 1 •hoa14 in tlawa• lla ddatd. , ... ~ 

PGC•• Ill I llllll I sMlllll wltll .... toll Jo, - of ~ ... 
hnl I. llllll I (tlla latt -*6 I• llai'U ~· 
tu"*'. ,. • , ,uw ., ~-- ..... ..,...,. zr as ...... 

Regraded Unclassified
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169 

fall llllJ a, I p.a. ft'CIII LolldDa 

ru14cnta OU'I'J' a uolar&UOD wbioh -t be .a bJ tu 

tranatcxcc to the effect that no cncmr, or encmr IUbjeot 

l11'111i outdu tu Un1h4 :tt~~~rdon, hluUu or J'l'uoe. 

will have any intcrcat in the acourtty, !be 4clct1on of 

the word 1 J'ranoc1 uana in dhot that a11J 1ntcrcat bJ an 

en cay IUbj cot rca141ns 1n J'l'aDOe woul4 rcllllu apsROftl of tile 

appl1o&t1on for tranafcr ot the acour1'J 111csa1. 

08B 

Regraded Unclassified
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B.II.Jr: 

Operator: 

H.M.Jr: 

Operator: 

B.JI.Jr: 

Opera tori 

( B.M.Jr: 

B.M.Jr : 

P: 

B.M.Jr: 

P: 

B.II.Jr: 

P: 

B,II.Jr: 

P: 

B,II,Jrl 

( 

lello. 

J1117 22. 19110 
1!111 , ••• 

U w1U \Ake aboa\ \hl'11 or tOIU" 111au\ .. w 
11\ llr, J'W'Yh \0 \M Ul.,.._l, 

fila\' 1 all r1p\. 

alP'· 

IIllO, 

Ill'. J'W'Yh. Clo UIM4. 

Bello. 

2115 .... 

Bello. Ooo4 at\ernoon. 

low 11'1 roat 

fir)' well, \baJik )'no 

Well, oaa roa b.lal' •• all rlpU 

I baYI \0 \baJik 7011 Ylr'J aoll tor u 
en..-1)' a1oe pbo\OINJ* *loll I'• PU. 
\0 pa\ liP U.IUa\llJ 184 ftllll IDOI'Diulf• 

Well, I bDpe r••'U 11•• •• ODI ot )'0111'1· 

(La.pe), Ob, \ba\ 11 .,..., 8111 of,... 

I 14 like \0 ba'fl ou aliOo 

IM\1 1 .,..., alii et ,_, 

1 .. II:Dft, I ann ............... hl"fll 
wau.c \0 -• la. 

17S 

.. 
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P: 

H.M. J r : 

P: 

R. M.Jr: 

P: 

B.M. Jr: 

P: 

8 .11. J r: 

P: 

H.M.Jr: 

P: 

B. M.Jr: 

P: 

H.M.Jr: 

P: 

( H.ll. Jr: 

- 2-

Ro. A• a aattar ot tact, I tell JOU Wb7 
I d1dn1 t 1101'1'7 JOuabout U. When I ta1ephont4 
her a little later that 4&7, the told .. that 
1h1 had got a ptN1t, 

Oh , 

lfha t I 41d wonder thoueh wae a a to Whether 
I a1pt br1ng her pueport down -- but I'll 
ha'ft a wol'4 w1 th Jlre . l loh about 1t -- to 
• • • whether I ooul d set eo .. eort ot • •••• 

V1eat 

... . . •lea that would be all r 1pt wbn aha 
1011 up and down w1th all thlee oh114ren 
o~1nc. 

Well , we could do 1t ODour end I 1a quite 
eure. 

Well , that'• the oD17 end that woul4 --I'll 
b r1 nc 1t down and talk w1th If•· llotz 1t I ..,. 
Yet. Sbe ' • •1 exper t on paeeporte. 

(Laupe). 

And how to set b)' the State Departaent. 

(Laupe) . Yee, that '• r1ch\. !hat hat aore 
appl1oat1one than paeeporte. 

Jll.ght. Well, I -- etlll on the penonal n1n 
before I get t o the other - - I - 11r1oudf 
th111k1DC of t&Unc ., taa117 eoaeWbere to 
Canada the a144le of Aqult. 

Oh, 711. 

And I'd like to get eoae eucgeet1one troa 
JOU toaorrow. 

ll1d4le Aquet, I'll 4o a 11Ule thlllk1nc 
about that. 

Wll.l JOut 

177 

/ 

Regraded Unclassified



P: 

R.N.Jr: 

P: 

B.I!.Jr: 

P: 

B. II.Jr: 

P: 

B.II.Jr: 

( PI 

B,I! ,Jr : 

P: 

B.II.Jr: 

P: 

B. II.Jr: 

P: 

B.K.Jr: 

P: 

R ••• Jr: 

P: 

- ' -
Do JOII _, t;O 10 faJ' 01" 4o JOII 'Iaiit; ~ 10 -
z aeu, 11 u a t;n.,ellac u1p or h u a 
t;I"1P Oil *loll JOII 1101114 _, h 11Ull 4o• 
1D ODI plaoe, 

118 

Well, .. 14 11kl t;o 11\\11 1D ODI plaOI --
1081 plaOI Vbll"l WI 001114 be fa11"1J OoafOI"'-ble, 
Tou lulow - ~~ w114e all out4oore an4 ~~ 
-rone of hoae. 

!'bat'• r1pt;. Bow aaDJ woll14 there bet 

Well, Z ~- ~11"1 1 4 be ~ llboll faallJ -­
~1"114 be f1'te or ue. 

n.,. all4 that 1101114 be a1Ule Aupnt 

Yee, tor a .. .t. 

Let; •• 4o a 11 nle ~Dkiq ~., •• 

Will JOut 

I w111. 

Ooo4. low, w1 ~out; MJ1ftl &nJthllll to 7011 
I 1'te been tollow1DJ Curt1ee at Buffalo l'tii"J 
Week. Ba'te JOU JOt a peao1lt 

Yll, I ba'te. 

Well, on Ull week en41nf JlllJ 13~ ~•1 ha4 
fOI" J011 lll'tiD P..Jio11 W t;bout; aDJ IIIJlDII. 

Yee. ftaat;' 1 r1pt;. 

lo Al.lleoa enc1a11 an4 thiJ ba4 a., P-36'• 
w1 t;h DO Wl'1pt lftClDII. 

fbat; 1 e 001"1"10\. Yee. 

low oa t;he ... k ea41q ~· 20~ ~~ ha4 1.6 
P..IMI 1 I w1 t;b DO Al.lhOD 1 I an4 _, P-,., 1 I w1 t;b 
tile 1h'lpt; C,oloae eqlaea a1ee1ac. 

"' "· ~ ... 
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I .II .Jr: 

P: 

I.M.Jr: 

P: 

I.M.Jr: 

PI 

I,B,IJ'I 

P: 

a.•.Jr: 
PI 

R.M.Jr : 

P: 

B.X • .Jr: 

P: 

B.II.Jr: 

P1 

8,11,Jrl 

P1 

I.I.Jr: 

- '-
low J: tii:DIIP' *' *' :5" -~ .. Willi liP ......... -- ..... ,,. 
, ..... , .. ",. all ,... • 

lac. las, 'll:oauc ac-.llJ GCI'C 1: a 
UflalW cllonap GCI'C. 

ln1n P' u. J: IIIIa'' lla'fc w clnw ,.. a 
p1chft do I. 

1:, ao' a )1,, (tcelba). 

AU~"' 

lll..Uaot. ... " . 
lll:allaot. 

J: .. , .. , ... , Jftlllllt'" ~· ........ ,. 
I pt tba' pi'C''J q111ck1J, (a.wpa). 
low toMI'I'OW u....•u 'llc .... tu7 ot tu, 
.. ., ... Ill'. Klnlbn ... J:'•• a1lo 'lll'HP' 
la llr. -- ob, We - troa ..... llltcwct ..... 

Oil, 1:1-. 
lacla, ...... I ._,, _, w ••• uouasr 
aac:1• ot .. .,. Ida .., IIi's tile Oa&l' ..... 

ln1 N •• u. ~"' u .,...., ~, ••• apia, 

*''' au. 
..... et all pr101'1Uos co I'• 11&•1111 ~ 
all h ., ... , ........... . 

11& Ub w 1w1-. .._ 1t J: .., llaU'loa 
IU:oa wuaa ... 
Clla, the. 

J: WI* ., ...... "'' -· hctN4 ., ... .... rauw. 

17S 
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PI 

8.II.JJ'I 

PI 

B.II.JI': 

P: 

8.11.Jr: 

P: 

B.II,JI'I 

P: 

B,II.Jr: 

P: 

B.II.JJ'I 

P: 

B.II.Jr: 

P: 

-5-

011, , ... 

lo .1' .-..•' look ••rr llopehl. 

• bappeae4 ,...,... 114 'M&t• 

'o oall b1a alee "-•••• tMJ>e • a 
WI'OIIC tba'e. 

t1114 .. , &110 - ,.. - .. " __ ...,,.-..sp,$ 
........ r.,.., . 

, .. .-~. lal ,.... ...... -
- tlleJ'4 M .,_, .~. 

1••• ..,val• l.a ueflal ,.., 

ot 16 P...l!o'a. 

u•a a 1111 lo,. 

JUab,, ·'ia11, I'll 'M •••1111 JOII •ooaoi'J'OW. 

All 1'11b' thea. !be''• •• 10 a.a., 1aa'' ''' 

ll1P'· 
tbaU 1011 .,.., .... 

Ooo6-D1P'· 

Ooo6-ll1P'· 
, 
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STRICn Y CONAD£NTIAL 
CUR1'I SS - liRIGIIT CORPORA1'ION 

Airframes held in atorage awaiting eng1nee: 

British Purchasing Commission contract• -

Week endi ng July 13 - 11 P-4oe 
43 P- 36• 

Week ending July 20 - 16 P-lloa 
49 P-36• 

Co,.,ent by !.lr . Jansen, Plant Manager: 

(requiring Al.l1aon engin81) 
(requiri~ Wright Cyclone 
engi nea) 

(requiring Al.liaon engine•) 
(requir1~ Wright Cyclone 
eng1nee) 

The Aray 18 now taking all the Allie on ell81nea. 'l'be P-4oa 
are pili ng up at t he rate ot approx1aately one a 4&1 and will 
reach about 55 by the end ot Auguet it no engines are received 
ln the i nterim. 

The situation with rega.rd t o the P-36s, which r equire Wright 
Cyclone engi nes, will probably not get any worse as increased 
deli veri es ot these engines are eXpected. 

Ur. Janson pointed out that by t he tiret ot September the 
Wright Cyclone engine planee will all be complete, and the 
Curtiss-Wright Corporati on wi ll require at that time 6 Al.lieon 
engines per day. 

LOC!OO:ED .URCRAFT CORPOR.t.'l'ION 

!.!r. Carr, Production Control Kanager, stated that they han f 
no a1rtraaee 1n atorage awa1 t1ng ell81ne delinr1ea . He ment i oned• 
however, that one twin-engine, Ara7 interceptor is practically 
complete and will be held un unleu 2 Al.l1eon engines are 
received thortly, · 

Ur. Carr added that the lack ot Al.lieon engines wae , however, 
holding up some plant work, and that t h11 aituation would get 
worse i t the enginee are not rece1Ted in the very near tuture. 
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STICR Y CONnDOOIAL 
AU.I8011 u cmsnno oouur 

: ioWil &en-tea a.theri•. on 
: 4e11•er1•• : 1111t1ns ~era 

l?II:Q 
January, . .. . ........ .. ... 1 0 
we.y 1 .. 2J. . . . • . . . . . . . . . • 10 
M.a1 24- ... June 1 ,. . . . . . . . . 5 
Juno 2 - S •.••...••..••• , ~ 
Juno9 - 15· ············ · 8 
June 16 - 22. ........ . . . . 11 
June 23 - 30. ......... .. . S 
June 30 - JulJ 6.. • • • • . .. 6 
JulJ 7 - 13 .. ....... .. .. . 
JulJ 1~- 20 • • •.••••••.• • 
JulJ 21 - 31 • • •• ...•...• • 
Augu1t . .... ..•••...•.. .. • • 

Septe11ber, • •..•••..• .. .•• 
Ootobtr • ..•... • .•••...••• 
November • • . •••••••.•••••• 
Deoe11ber, . ....••..• • . . • •• 

Janual'Y ••• •.••••• . •••• •. • 
February • ••••••••.••• , • • , 
Me. reb, • ....•.......••. . • • 
Ap:r11 • ...•••••••• , • .. •••• 

bJ . ............ 0 ..... 0 •• • 

June • ..................... 
Ju.lJ, ......... • • . ..• • ••.• • 
Auguat •.. .............. •• 

Sept·taber •. ............. . . 
October •. ........... ... . .. 
No•ember •..•....... • ... .• 
Deoeaber. 0 •••••••••••• • •• 

19112 
~anuar7 • . o •••• o o o •• o ••• • • 

ebruar)' • •••••••••••• • •• • 

18 
11 

Of flee cf the BioratarJ of tb1 Tl'I .. Urf, 
Dh111on ot Reeearoh an4 StatUt1oe. 

121 
16o 
310 
351 
331 
332 

25 
21 

Ju.lJ 22. 19110. 
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l'(lR IJIIIEDIATE RELEASE 
randal'• JulY 22 , 1940 

TJIEASURY IEPAJmml'r 
Washington 

184 

Preas Serrioe 
Bo. 21-67 

seoretary of the Treasury Korgenthau today announced the final 

subscription and allotment figures with respect to the current 

offeril\8 of 2-l/4 percent Treasury Bonda of 1954-56. Allotllllnts 

on public subscriptions aggregated t6:50, 719,850. Thia aaount in­

eludes $)9,110,:500 allotted in full to eubaoribera for t5,000 or 

less who specified that deliveq be made in registered bonds 90 

4a1a after the issue date. In addition to the amount allotted on 

public subscriptions, $40,600,000 ot the bonde have been allotted 

to Government investment accounts , within the . 50, 000,000 reserva­

tion. 

Subscriptions and allotments were divided ~ng the several 

Federal Reserve diatriota and the Treasury as followsa 

Federal Reserve Total Total 
District §ublo£i2Si2DI Allotted 

Boston • 628,019,500 • 58, }28, 
lfe11 York 2,924, :50?,650 270,526, 
Philadelphia }9},641,000 }8,63) 
Cleveland 449,152,250 42,981, 
Ric'-ond 221, 241,700 22, }49, 
Atlanta 204,688,950 20,114, 
Chicago 771,165,850 75,625, 
St. Louie 156,}15,200 17, }15, 
llinneapolia 89 ,506,900 9, 717, 100 
lanaas Oit1 11,, 212, 450 1}, 200,350 
Dallas 143,,90,750 14,497, 050 
~ Franciaoo 502, S93. 150 46,526,600 

•BaUrJ 7, 931,200 911, 900 
Gov•~nt Inveat.ent -'OoOUDte !2.600.000 

!Of.U. 16. 605, 071,550 1671, 319.850 
~ 
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~~aq a, 1NO 

Jt .. ., llr. PN.U.ta 

11 1ft a., t• allost a week .. tea t.r•,,:: 
na\ to ov .. bel et Mit _,_b • Jlaft 
Mllia&, tw , .... aU tnhn laal;a wt• .U 
prea.ab •• tM a,.la lfta at eU IJ•lr· 

At.,..~. attv an"'lU. wl_. tM 
IPJ O.,.,._t, w ..... n lte\a1t et tie IMr te 
-., .u .. • ~ fi.U ,._._ ru..o a ;. 
SIMI =k'BI Me -&•• w ._. W • lellalte 
..,...,,..._~auo a :· 

Ia ..... b ~· ... -·-It~ .. tMt­
~-aatla• t\la ,.1 Mt q t• ~tala~ '-t ,... 
alllJ 1a atMr pen~ wrll I • lMlMIIIc a ........... b.,, .. ,.,., llpal.;. ,, .. ,.V.b. 
... petrel- ~•'•te 1111 ~ •tala te .,... nleU. 
llat et atretecle •wlela _.J•It te ='a p, •••-t 
to ,.~u. t01. 

llplq et t\11 , ...... ==b t to ... --
1\•U .. ~ ,...lliat1n .... •t .... ,..,lJr •= 
tllat • wUl ' llatob •'- tM ..,..t et all fltrela8 
, ..... , ... ~ .. tal.. lt ........ ' ..... tMt 
• 1!111 .. 11 U ,_ IMW. lt 1a Ia tM latonet et 
aatleiaal w- JelbJ• 

, ........... Jr. 

s # 11. 11(-,.• .. tl..", ~ 

!86 

..... u.t, 

ftlalta--. 

,. ~.. .. ~. 

.STRICTLY - CONFIDENTIAL 

.. .. _ ... , ... ~, 
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liT dear )lr. Pruldu.ta 

.1.1 ;rou mow, tor about a ... t or ta dq we han 

been holding up two Texaa oil taakera loaded wlth oll 

product. for the Spanhh Gonl'IIMnt os:l 110nopoq. 

J.t ;rour auggeatlan, after consul tlng with the 

KaTT Departunt, we offered an behalf of the laTT to 

but tbue two ougou of oil frca the Texu Ca.piJil• 

Since u.klng thia offer, we han had no definite .., 
~ 

·~ )...- ..... answer troa the Tnaa Ca.piJil. ~ ~ 1 .,._ 

In order to~• a11111.., aythor1~ "oan• 

tinue this policJ, not onlJ for Spain, but poaa1bq 1n 
• .. 1-: o-J--<-4' • 

other parts of the world, I am inclosing ~euawlMl4La 

-aaea p: ooi Uea for ;rour ~1 ature adding patrol•• ..... -r:z. 
and petrolea products an~,:,or '- to ;rour nhtlng 

liet of atrateg1c uterial))~~~ ;;'th~- ::sf'auii;J;p...,u.~ 
doea not naceuuil7 Man, to• IB 1, I; that • rill J.a t 
iuaaed1atel;r atop the export of all petrol•• p ucts 

...P scrap • -... ~t does u~t _;~o 10 1t 1ft 

11 1n the interest of nat1dbal def 

Regraded Unclassified
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llr 4- llro leoHUI7J 

tu lt -.-. a ~-- of llr\lcloo u4 •wrlala 

u..tal for D&U-.1 a.t-. 11M -\ftcW M 111111P17 tiM lloow t 

of Ulo thlito4 Stawa 8114 tbo llooo1 ac\ of Gnat llrltalc wUh -

talA of tboea anlclea aD4 '•wrlalo. :ra ol'4er w flaltlll tboN 

-•ratt• U la .... ,eery Uwt tiM lt 0 a ., lac,_.. Uo pu I oUn 

capaclt;r 'b7 :plact OOilatJ'QcUoo, .... , .. , -.4 ~·· fbooo -

pl&Dt f,t,ellitloe will be uao4 tor the flaltilMDt of tbo aboY--.Uoao4 

fac1lit1ao after tbe c.p].-'ica of tbooo OOiltr&ota, :pro~l7 UMo:r 

will C4DUIIU8 to ba &ftllablo tor flaltllUq tuWro ocatracta of a 

ll•llar oatura, ,u that bo-o aec<10eory tor Ula oaU-.1 a.t-. 
It 11 'CllllleroMo4 that tha lt Oa.:pav U.ireo ~ obtalc tba .CIIIPU&l--fCI' 

U.t ao:pauloa ~ ~ .._.tJ'QcUoan-~a}IOratioa..._._ at a­

loao all4 baa, 111 ol'4er to •- the NJiOQI n"\ of - loc, . .ofhft4.to · 

oaacuto to tho llor:po .. uoa a ..,rt41BCe '11'1 tboQt nooUloa DOYerlq the 

cao plaat facilitioo. 

You haft 1aq1a1H4 wbetbar the .._.ti"GCUoa 7111uco Ooi'­

:poroUoa ~ lutul.l7 lca4 that capital to tho lt Cowpac;r tor thooo 

pvpoeoa. n ll ., oplatoa that, ao a MUer ot ~. tho :pi'Ollftot:r 

Of ncb a 1- 1o boJae4 .... OUOL 

-. 
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( 
Section 5d of tho lloconetrw:Uon :ft=o CorporatloD Act . 

41 
cnondod (u.s.o ., sup. v, tltle 15, s oc. 606b ) , 110 addod to b7 

oecUoo 5 of tho Act of JUDo 25 , 191lo (Public, lo. 6611, 76th Concrooo, 

}rd Seoa.), proYldoo ln ports 

• In ordor to aid tho Gonnmont of the 'CIDitod 
Stntoo ln ita ftllt i onal-dofonao progron , t he Corpor~ 
tlon h nu thorlzod--

•(1) To r.>ala> loans to, or, wbeo requeotod b;r 
tho Fodera! Loan Adniniotrator with the appi'O'ral of 
tho Prooldont, pw"chaoe tho c:Gpl tal otoclc of, on:r 
eorporn Uon (a) for tho purpooo ot producla«, acqult'-
1nc, nnd corryl.n4 etr<>tcgic t1Dd cr1 tical catoriale 
na dofinod by tho Proeidont , t1Dd (b) tor plt1Dt eon­
otruction, expaneion nod oquipoont , nod aorkinc 
C4Pltal , to bo ueod by the corponU on 1n the aaou­
fGCturo of oquipDOnt and oupplloo noeeeOO!')' to tho 
nat1o~ dofenoo, on ouch torn• CUld conditlona and 
"lth euch caturltloo oo the CorporoUon oq dotomlno: .. ··" 
ln ey opinion , tho obOYo ototuto eontoro coaplet o outhority 

on the Roecaotruct1on Plnnnco Corporati on to DDko tho loon 1o quoatlon. 

Under tho toms of tho ototute tho lonna which tho llocoo-

atruction J'1nnnco Corporation 1o <>uthorhod t o aake, ln aid of tho 

mtlonlll dofonao progrllll, nrc tor plaot conatruction, exponolon, aod 

equl]Xlcnt , w!lle~ in turn arc to be uood for tho llGZlUfaeturo of 

nrUcloo 1 nocoooor7 to tho Mtioonl dofonoo1 • The plnin .purpooe ot 

those worda lo alnply to dot1no tho ldnd or t:vpo of oqulpoont.aod 

tupplioa llblch oUl be producod by the plont. 'ftlere 1a no l.l1ft&\lnge 

1aOd 11hlch vould r equire tho llbltod Stotoo to purcha.,. all or &ZJJ' 

ot U:oao product. . Tho laogun«e ot tho ototute 1a clOOl' nod 

192 
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iner06IO our plant cnpocity 1\nd our aldllod paroonnel t o tho odvanta«e 

or our catlor.Al detonoc , einco the incrot\oe in plant copacity and the 

11441 tionA!. oldllod porsonnol wuld be 4V41lablo 1C and when the t1Do 

cor tlloir nood should ariao. 

In an addroao deliver ed poraoD4lly to a J oint Soaoion of 

tho Coneroaa , on Sept eober 21, 1939, the Proaident stated: 

1 Pron .. purely nntorial point o r view, what 1o 

the &ivan to«• to ua in oondin& all l>&llner of Articleo 

acroaa tho ocean fo r final proceasing there men wo 

could .;ive onpl o,.,ont to thouOIUida by doins it bereT 

Incidontally, aod a&ain !roo tho cot eri al poin t of 

vio11, by INCh ocplo,.,ent r~o BUtooatically aid our 

own not1on4l defonao. • ((1939) 85 Cong. Roe, 10; 
H. Doc. No. 474) 

In an addr oos on nnt1oD4l defense dolivored porsoDAl ly to 

( a Joint Soaaion of the CoDGJ'OIB , on llay 16, 194o, the Preaidont 

oaid: 

•rroa the point of view ot our ovn detonae , 

tllore!or o, ucat Bdditional production capacity 1a 

our principal air roqu1a1 to. 
• ror tho pemoncnt record, I aek tho Concreu 

not to take lllll action which \TOUl d i n any wo,y honpor 

or de1nz tho dolbcrz ot liierican-oado planoo to 

foro115n nationa tflich ha.vo ordered th8D , or ooek to 

purcha.ae aero planes . '!'hat, !roo tho point ot view 

of our own nntional dofoneo, would bo oxtrenoly ahort­

aie;htod . 
"During tho poot year Aaericon production capacity 

for w<>r p l anoa , including enginu, boo riaen ! ron e.pprox.­

lnately 6,000 planoo " ;roar to nor e than doubl e thot 

n1.nbor, due in greater port to the placing of foreign 

ord.ora . 
10ur ii:Dedlato problcn 1o to oupor!J:Jposo on tbh 

producti on cnpaeity a greatly inereaoed additional 

production capacity , I should lito to aeo thio li!Ltion 

gearod up to the abUjty to turn out At l 04ot 50,000 
planeo " :roar. 1 (tfndOroeoring ouppl1od.) (86 Cone. 

Roc,, Kay 16, 1940, at 9534; H. Doc. J o , 751) 
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lA a ""'"'«" to tho Oongrooo, tra~~mHUDC a I"'queot for 

od41Uooal GpproprinUono Md authorisaUoDO for tho •UoDAJ. clefeue , 

tho Prodd.ollt 141da 

•Over 1111d beyolld tho aoqu11it1on ot th11 actual 
mtorinl 11 tho crvldent roquii"'aent tor tho 1Dllld1nte 
crOGtion ot edd1tional production taoilitioo to ooet 
pouible tuture OD&r«eneieo u well aa prooct dot1-
c1onc1oo 1D tho~ of aunit1ono, ouch u &UD•, 
enauni t1on , ADd nr ... control ~u1p:aont, !h .. o 
te.c111Ueo roquii"' a. lOU« Uno to croate and to roach 
quo.nt1 ty production. Tho iDcreaood SZ'AT1t7 of the 
dtunUon llld1catoo thAt action ohould bo ta1oaa with­
out delt\y. 

• • • • • 
1 IA the nnt1onnl effort tor dotnn11 upon which 

oo nro nov el:ga(;Od, 1 t 1a l.aperau ... that we aate 
tull lllld otfoct1vo uoe of tha nisl>t7 capac1Uee 
tbnt lie 1D our pcpulo.Uon. Boro ao yet ulldiYOloped 
11o tho o.b111ty ADd tho e troll&th noodod 1D tho bu11"-
1nt up ot our amaaonh to provide a ouro 1Dduotr1o.l 
foundnt1on for tho noet1Dg of any tl.Dd all dotcee 
roqulrODente. Without tho tull do ... lop:aont of thooo 
ek1llo, our naUoDAl defcmoo will bo lou tball it 
nuot be 1D the cr1t1eo.l dnye 'IIIIich lio Dobead, With­
out tho tull contribution of our people, our defenoe 
CCDDOt atto1D the invulllorab111ty which the .. uon 
dooando &lid 11h1ch ve o.ro dotominod it oball ban. 1 

(86 Cong. llec,, lhy 31, 194o, at ll055 aDd llOS7: 
ll. Doc, 799) 

It QPpoo.ro fl'Cil the dobatea on tho bill 1D tho Scllato that 

the eoncora ot tho logillntora ""• to onc:ourace the eotebliabact of 

Prhato ontorprhoo rather thlt.n tho creaUOJ> of Oo..onmc t oorpc~ 

Uou to IUpply tho Oo..oJ"DDOnt with noedod raterio.lo for naUouo.l 

dotonoo, (86 Cong. Roc., June 15, 194o, at pagoo 12597-12615) !ha 

I<IDO apponro 1D tbo cleboteo of tbe Bouoo of leprooctot1Too. !86 

• 

:.95 
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eo"'. Roc., June 111 , 19110, at ~·· 121197-12520). !be <lebatea of the 

Congreaa are, of courae, rele•ant to ehoY a co .. on acree .. nt on the 

pw-pou of a atatute. Vricht T . Tinton Branch of the Mountain !ruet 

Bank of Roanoke, (1937) 300 o. s. 11110, 464 n. See &lao the hoarioc• 

on S. 3938, 76th Cong,, 3rd Soaa. (19110) 38-71, a companion bill t o 

B.R. 9958, 76th Cone;., 3rd Seta, , which bee ... the JDt of June 25, 

1940. It vould have boon inconeietont vith that purpooe tor tho 

Coocr••• to haTe refuted t o authorise loana to priTato laduatr7 for 

tho onlargcaent of ito productiTI capacitT oacept upon the condition 

that all tho output be oold to the United Statea Governaent. lurtber-

ooro, it voul<l have been a ohor talcbted polic7 indeed wbich voul<l 

havo limited plant espanaion to ouct17 tbc.t nocooear7 tor the 1a-

mediate noedo of the Oo•ornaent. !bo evoato happeninc in luropo 

vore ouch that no peraon could undertake to &aT vh&t the needa of the 

United Statea Gover na>ont vould bo at MT time in the future. It it 

well ltnovu tb.t a plant o~elon cannot be carried out onr nicbt. 

Tho erection of new bu1ldine;a, tho ioatallatlon of nov aach1neey , M4 

tho organi•P.tion of auch a pl•~t require tiae. Tho Oone;reoe could 

not han 1ntr nded thl\t the placine; of future orders ehould await 

Nl4it1onal oxpanoion in the futuro. That 11 eapeciallT true vhon 

it 1o real1•e4 that, oinco eYerT order wbich ia filled for cuoto•ora 

othor thftn tho Onited Stateo will &lao bear a portion of the coat 

of that incronoed expanaion, ouch oxp&noion can be had at lea• 

19~ - () 
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o~Aol to tho OoTor ... nt. 

It It 'be er111od t hat the Concreu ooul4 not haTe ID-

tooAod thet tho lnoreued pl.Mt oo.paoltr. aohlen4 'b7 capital 

prOT14od 'b)' the lleaonotructlon lln&~~co Corporation, ehould 'be 

tt<o.lla'bll to tul!lll cantracto !or othero than the OoTtr ... nt 

of tho Ualted Statu bec81.loo ouch other contracto •lcbt hold 

ug production !or tho United Stateo, a co10ploto anover 1o t o 'be 

! oW>d Ill ooctlon 2(a) of the Act a! JUDo 28, 19llo (Public , ••· 

671, 76th Concr•• • • Jrd Sooo.), vhlch p raTi4oo , In p&rt: 

•• • • deliToriot of aatorial uodor ell order• 
plaood puro~~t to tho aut hority of thlt oectlon and 
all other naYal contraota or ordere and ell J.r87 
aontraoto end ordert ohall , lo tho dl oaretlon of tho 
Prttldoot, take prlorlt)' oYer ell dolf~erloo for 
pr1Tate account or t or export& • • •,•!1 

Vader that ooctioo It io c1oer that a ll lnoroeoo4 plant capecltr 

vlll bt anllab1o f or tho tulfllMnt of oontraoto of tho OonrD-

•eat If tho Preoident obould tlnd that ....,oooarr. Since bolt a fov 

daTI tlapood botvoon tho paaaace of thoeo Jete, the Co~•• .a.t 

ha'l't enacted o~~Ch 1n tbe' llcl>t of tho other. It lo, therefore, aolt­

oTidont that all oupentt.tloM of plant fiiCilltloo ...te vith tha 

y 
Soo eloo eectlon 120 of ... tloll&l Dofonoo Act of 1916, 39 Stat. 

213 (u,s.c. title 50, ooo. SO), crantinc tba Preo14ont ot.llar (bllt 
mort draotlo) authorltr when war do t..lnont or olurillC tl81 of var. 
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...- of louo bJ tho lleoonoti'QCUoa hnuoo OorporaUon will be 

aftii.Ml o t or tho uUoaal clato-. 

II. 

p-aJih a44a4 \ 0 o10U oa 54 of tho llacoaotrw:Uoa llllaiiCI OorporAU on 

AD\ 1Q' oooUon 5 of the Act of .Juu 25, 191!0, t or anthorl\7 to ...a 

\llO lou ller• 'llll4ar coao lderaUoa. .&n\llorl\7 t o ...a \he loaa .., 

aloo be found la ooot1oa 54 of tho Baooaotroc\loa lliiDDOI Corporation 

.&ct, ao -11414 bJ tho Act of .AprU 1}, 19}& (\he Glaao-lto.pll Act) 

52 Stat. 212 (o.s.c. , hp. '· uue 15, oec , 6o6b), wtu.o..t the...., 

paroc:r.P,. that oecUon prOYideo, 11> part, ao U appearo 11> tile 

Codo: 

10 • • !be CorporaUoa h tvthor c\llorlal4 

aa4 .....,.....14 t o )IWChaae \lao oocarlUoo aa4 obll­

pUI>DI of, aad to ...a loaao to, 1D7 buluoo oll\or­

prho IOhoa oapUal or orodU, at pronlliDc ra\oo tor 

tho ohanotor of lou 11J1Pl114 tor , 1o aot otherwioo 

omaii.Mla: Prow14o4, that all nell parohaoeo of ll­

cv1Uoo aa4 o'blipUou aa4 all nch loaao ahall be, 

11> tile oplaloa of \lao board of dl.rectoro, of INCh 

oou4 ftlu, or oo oecvld, ao r-IIU17 to aooaro 

rot~ or r•--t;.., be M4l or otfectl4 
olthor d1rootl7 or 11> oooporatloa vlth baDke or o\loar 

laa41Dc lutltllUODo throllib &P'OeMil\o to parUolpato 

or bJ tho paro11aao of parUolpoUou, or othorwill; 

ahall \o ..U oa1J W.a, ' La \lie opialoa of tho Mal'll 

of 41.rootoro, tho 11u1u .. 11>torprl11 1o oolftDt; aa4 

ahall bo ..U lla4ar nell \lfa11 ooa41Uou, aa4 ro­

otrloUou u \loa oorporaUoa .., utoraiu& l!2-
'1'1414 ~· !bat la ODI'I'JUI Clllt tho prorlol-
oi w;;;or oa. \be Corpora, loa _, pu b•M --1-
Uoo aa4 obllpUou, aa4.., .a loaao, vlth nell 

•tv1Uoa ao \loa OorporaUoa.., detoralu, 110\wi\lo­

oh"''ll urt o\loar pro'l'ioloa of ~.· • 11 

• 
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!'he lADCUC• of \bat oeoUoa cloU"lJ' would ••• to ..,Uiorho 

the CorporaUOD \0 aaU a loaD, \altiDC U lecn&l'l\7 a DOD-I'eoOUI'II 

aort~o , prorlclod \bat tbo lou 11 ot 11\:.Ch IOWI4 Taluo or 11 eo 

1ecurod tb&t rep&IIIOD\ or roUnaoa\ vUl rouoaablJ' be uevod ~ 

tb&t tho but1nou ontorprioo to vbich \be loaD 11 ....to ie, in tba 

JudcDint of t ho bOU"d of dlroctoro of tho Corporation , oOlToat . I\ 

11 UDclorotoocl \bot capl\al or orodl\, at prna111DC ratoo tor \be 

cbaractor ot lOAD <>ppl1od tor, 11 DOt o\boi'Vioo aYcllable. !bero 11 

notb1DC ID tho Act which , if tho ontorprioo be oolYont , ol\hor roquiroo 

11ourU7 tor all loaDo, or roqv.iroo oocuri\7 of a p..-Ueular tTPO to 

bt tokea. 'rh1o 1o borao out, not onl7 b7 tho plain laJICIIIIP of tho 

1tatuto q~oted, ~· but aloo b7 tho oTidoacoo of CoDCreoo1onal 

Intent appcariDC in \he lociolaUYe b1otoey ot the Act. !he laDCDACO 

In tbe Act bofort tbo CUaoo-8toacaJ.l aooonclMDt vao ao follovOI 

1 • • • hob louo oball, 1n \be opinion of 

tho board of d1rocton of tho CorpcrnUoa, be eo 
11curod "' roaooaabl7 to UfUI'I rtN~~ont of \be 

loen1, • • • . I BecUon 10 of tho Act of JUlOJM'7 

}1, 1935, 49 1\at. 5. 

!hat tbe Ooncreoo 1ntonclocl to l1boral1ao \hat portioa of tho Act b7 

proo141DC 1a01Uicl Yaluol u an al\araa\1 bu1o for a loan, 10 \bot 

oecur1t7 aoecl DO\ be tho oolo coDclition therefor, io plain troa 

tho a\ahaoDh b7 laprooon\a\lYo Stoacall . Cbalnan of tbo Co111t1\\oo 

oa Jallklac end Ourre1007. who iD\roclucocl tho ..,.,,...., 1n tho llouoo. 

Ia (19}8) 13 Coac. lac. 116711-11675, be otatodt 

10 • • 'ftlo bill bao anot!M>r .,....,.1oiOD which 

liberallaeo tho ..,\IM>ri\7 of tho CorpcratioD 1n ~ 

1DC 'blaiaooo loano of all \71>11. Onder u1ot1DC lav 

tbe Corporation, 1n .at1cc in4Qo\r1al or buo1aooo 

• 
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loano, it required to take oocurity that vill 
reaoonably inoure the repayment or liquidation 
ot tho loan. Under thie bill the Corporation maJ 
moko loano on a different baoit -- and I vill 
read the language oo ao to be ouro that I om 
entirely aceurato : 

"'SUch loane or oblisat1ono to be of ouch 
aound value or eo secured aa reaaonably to aeaure 
retiregent or repayment. 1 

1 It io quite clear frOQ thio ~~ that 
it io the egroed ?UrPOoo of t he bill t o ~thorico 
tho Corporation to oako l oano upon a baoio of 
eoundneaa on the one bani\ , or to ¥UJ'Chaae obliga­
tlona, make advances, or at1ll &I under existing 
law, to oake such loena Yhere ropay=oot 11 reaaon­
abl7 aooured. There ie not in t ho preoont bill 
tho arbitrary requirement thnt no loan oball bo 
zade except where ita repayment 1a aocurcd b7 
collateral. We haYo departed frOQ t hnt roquiro­
QOnt of ex ist ing lav . That it quite a marked 
change and conetituteo t. very lPrge libernlisa­
tion of the act • • • • • 

1 Mr. STEAOjLL, • • • I have tried to make 
it clear that thio bill authoritoo loano to bo 
Q&de vithout the customary collatora l or oecurity 
requirOJ:>ento . The bash 1o aoun4nou. lotoy lOIU1 
that it ot oound Yalue, vhether it it to nn 1n­
d1Y1dual, a partnership . or a corporation, would 
be conaider·ed. 

1 The purpose ot that io t o porait the Cor­
porat ion to deal v1th actualitioo in theoo trana­
actlooa and to gr&nt extenetone !rom t lae t o time. 
There io no limit bora vithin vhich aaturitica 
are to be eatabllabed under contract• for lo&na , 
the purpoae being to porQit tho Corporation to eo 
liboralizo 1te ?Olicioo and ito pr•~ticeo that it 
mar come to the- aid of any city, cor~oretioo, or 
portoerabip that baa oocurity ot aound ••~uo upcn 
vbiob they cannot secure accomoodAtiono through 
ordinary channel&, That 1o the whole purpoao of 
the 1>111. 

• • • • 
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"'lr. IIAl)OIIIl. Duo purpo111 of Ule b1ll are 
p04, but it 11e• to .. that all ot u.e pronlloa. 
ot Ule b1ll •- \o ... , upclll the 111114 of nlee 
and. rell'laUou the L r. c. will pz lpta, 
lbat aaiUfti>Oie baa \he ..,.u_.. or U.. lllablre of 
thla Bou.le 1 t 1e PUc \o .brlq ""t ....,b nlee &114 
re&l'laUou \hat tbl ktloA will be able \o beaeftt 
llllller the pronllolll of \h1a bill f 

"'lr. Sl:lltuu . JlaT 1 eq to tbl ..,.u_, 1ll 
.....,..r to bll q~otlon, tbat tbe wbole Mtter wu 
dloouaeet b7 \he ao .. 1ttee ln tba bear1llcl held oa 
the propooed ltclllaUon, Stat-Ate ban been 
-.4• that 1t probebl-7 woul4 not be helptlll to 
p11bllobe, 'rhe o-lttee will bear O'Clt thlo etat~ 
•nt, tbet 41111lquanc1aa &114 foreolowree b7 tbl 
Corporation upclll lll4netr181 loalll allow tbet Ule 
Corporation bae lOili f'D.r\har tball _. enr oon*­
pleted llllller e1\her tbe lancuaceo tbl letter, or tbl 
purpo11 of the law b7 'lbich \hq wre .cUnc. Diet 
11 the reaoon w ban llberallled tbl law 11l thla 
1utance, \o preTIIlt lolla41ate foreoloeureo, to 
J81'1111.t utenolon of obl1ptlona froa tS... to tS..., 
and to peralt lo&Da wi thou\ ncoroua nlee of 
colla.teral, 1 

Dllrlnc tho hoarlnp on B.L 10055 ('lbich •e wper11dld b7 S, 3735, 

a bill ahich, except for the a441Uon of a ~ AOt rel-\ 

litre, ... 14enUcel \horewith, &114 'lb1ch bee.- the Olaa~t··pll 

Act), ,.,.,. 41aecre-nt wae apre .. e4 -apon the 1ntlrpretat1on of tbl 

,..,~. •of '"""' nl~·. lloet of tbl c-lttll -bert, eapeo1&117 

llr, Steepll., took tht -n .. that \he a441Uon of tbe n" lancnaP 

Ublrallaed tba caldnc of loalllo oo that collateral eeourlt.J' Deed 

Dot bl required 1ll all cull, proY141d \here a1 "'o=ol nl,.. •. 

!be Cba1maD of the ll8oollltnct1oA n-a CorporaUoa, Jtr. JMM 

loneo, and \he General Oow>ael of \be CorporaUoa, llr, Clau61 

lluollton, Jr., \ooll: tho ~rower poe1UoA \bat tbl propoM4 leclala\loa 
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!IOU 110 c~ 1n tho oecurHr requ1J'ODIDU at all; that •ot .-

0011114 nlue1 rotorre4 oDlr to purcllaooo ot obllp.tioDO, aD4 DOt to 

1o111111 aD4 tbat loaDO Dlllt otill bo oeouro4, !!>at 41ttoro""o ot 

op1111on will be tOUD4 on tho tollowtnc ~. ot tho Rearinco on (1938) 

K.B. 10055, 75th Cone • • 3r4 Seoo,: 13, 15, 19, 20 , 25, 32, aD4 34-35, 

n 1o ....ttoot troD tha hooJ'inco that tho Concroao wu ti'J"-

1DC to l1boral1oe, while tho Cball'Dall ot tho llecollltl'tiCtiOD llnaDce 

Corporation no attet>pUog to rootriot, tho oecuritr roqui....,.nto 

tor 1- to bo aa4e Ull4er tho propooo4 otatuu, the &IIOIIBloua 

o1tuat1on wao thwl prooente4 at an a4m1Dlotrat1n ottioor of .,. 

.,.oc,. attecpUac to restrict powero 'lbtoh tt wu 1AtoD4o4 to bootow 

upon that aeeno,., 1'!>e onlJ' ~>~r:ober of the OoiZil. U ee 'lbo appearo t o 

he" accepte4 the 1nterpreta~1on ot lloooro, Jonoo aD4 llemtlton with 

reloUoo to the phra.oe "ot ouch ooun4 'ftlluo 1 -e llr. 111111.... Ohai,.. 

DOl> Shap.ll, hoooe.,.,r, 1A hb uplaoaUon of the btU oo the floor ot 

the Bouae ot lloprooentatheo, quoted, .!!lila• 414 DOt accept the 

loterprot..tion ot lleuro, Joneo an4 a.tlton,z/ JZpooltorr ata..;;.,.u 

'bJ' the opooeoro of 1esiolaUoo 1>87 bo "Q8o4 ;;. at4o 1n the 1Atorpro\a­

u.,.. ot that lesiolaUon. !r1gt ,., J1otoa Jpmh o( $!!• lbmtaln 

1'ruat "nt ot lk!anob!, (1,30) 300 u.s. IIIIo, 1163: J!a!.tt4 Statoo t. 

' 
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me eer&ce.n 'ttUeld¥ .Lsaoelatioee. (Bo. 713. u.s.a. ct., ~ 27, 194o). 

There can be no doubt, then, of tho Congreoaional i ntent in 

tho Aot of April 13, 19}8, to remove the requirooent of eeourlt7 ae 

tile oolo coodi tlon upon whi ch a loan mq bo granted, It the Beooo-

otl\lctloo 71na.oco Corporation hal power to CAke loaoe w1 thout requ1r-

1D& 1111 oeour1t7, it cannot bo arcued that, when oecuri\7 1o offered, 

1t auot be oeeurit7 of a particular t1JIO . 'ftlt Aot itoolt doee not 

opoc1f7 what kind of oecuri\7 ohal1 bo talaon 1f aecurtt:r 1a offered, 

I\ cerelJ require• that the aecurtt:r ahal1 reaaooab1:r auure repq-

coot. '!'he Corporation haa not 1n practlca reotricted itaelf to ono 

opec1f1c t7Pe of aeour1t7. ~1ng tho hoiU'inga which are ""ntloned 

abon , naD7 ldnda of oecuri t7 acceptable to the Oorporetlon were 

DOnUoned , At page 13, thereof, llr, !!&milton eta t ed , i n reeponae to 

a quoetion, that the aecuri t7 oi ght be a plodgo of portonal propert)'o 

auign:oent of accounts receivable , or a oortgago on real oat.ate. 

On page 17, he indicated that an iuventor:r would be good eecuri t:r 

for a loan to a rotan a tore, 1f tho a toto law perm tted, On page 

28 llr, Joeao oaid that the usual eecurlt:r f or an induotrial eotab­

Uo~ot wao a oortt;ago on tho plant . On page 44, llr, Joneo oade 

tho following a tatODent: 

"lo want to oalte an:r eound loan where we thi nk 
the crodi t b good and tho ooney will be repel d. 
l o do not care what the oecuritY 1a. le would be 
glad to mel<• the loana , What wo oro tr)'inc! t o do 
1a t o procoto work aJl4 buoineoo, • {Underocor1ng sup­
plied,) 
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JD tho SeDate BearlDCI before Ule Coo:ml tt .. 011 llull:illll u4 c:un.aq 

OD (l!j}S) S, J7}5o 75\b ~ o o 3ft a. .. , lj o llr, JOII .. 1&141 

00 • • .. -t \o 8ql I,Ul riebtl lt ·­
'boc!T .... aa oOM......,. lll.zQ' o-m~. u4 tbq 
c&A CiYO .,. ooourlt7 u4 Jill\ \bo _,. to IDo4 
Ulle, u4 110\ Ul l\ \o pq 0- pNHII\-Glo\lll.l 
debt , 'but to 'bll7 oo•tbtiiS &Ad biN IODIOIIIo \baA 
we-t to .a tt.. lO&A•.• 

JowhoN lll \be t..al'lll&l -• l11AloaUo11 llYIII tt..t .z17 eoourt~ otbar 

\baA that 11h1Cb would NUOII&'blJ' UIUI'I Npqlllll\ ... l'oquiNd. 

Ullder aocUon 54 of tt.. llaloolllt....,ucn :n-o eoiporauoo 

Act, u aD111414 117 tho Cllaa..Ste·pU .A.ot, it b ~ opW011, u.. .... 

tore, that \be Beooutl'U4UOII 1'111&Dco CorporaU011 would be octllll 

'llllol}T '1'1 th111 l h poweN 111 MtiiiS tha propo11d lO&A to \bo X eo. 

PaA7 lt tt.. X COIIA*IJ' lo ooln11t &Ad \be proepooUn loa~~ 11 •ot 

It obould bo pouted out, ~~owner, that wbat aou\1\Qtoo 

1oOW>d Yalue• u4 wbat 101111 aJ'I oiCUJ'Id '"aao~~abl7 t o UIIIJft ,... 

t1reoent or 1'1})111MIIt' aJ'I •ttere loft oolel7 to \be dlecroUOII of 

tho loar4 of Dlrootoro of tt.. IIICC111tl'U4Uo11 n-o Corporatl011 u4 

are 110t wi>Ject to l'lrlft 117 .z17 ott..r """'I'II.MIItol a&811CJ' ~t 

poool'blJ' tt.. hclal'al LAoll A4Dlll.letra\or 1UI4or btl paol'al I'Qplr'l'iiOI'J' 
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It 11 D:f oplnlon, therefore, that there 11 adequate 

outhorli7 in tho Boconetructlon llnanoo Corporation to aakB the 

propooed loan either Wider the lslio llatlonal Dotonee Aloonllloent, 

JliRf&• or Wider the 1938 Glao~Steapll ADeiiAIIent, Jl!Rla• 

VetT trul,J JOUft . 

{Slpe4) 1 . B. J'olq, Jr. 

Gonorol Co1111ael. 
, . 

!rho Honorable 

!!'be S?oretal'7 of the 'PreaoUJ7. 

~05 

Regraded Unclassified


	00366
	00367
	00368
	00369
	00370
	00371
	00372
	00373
	00374
	00375
	00376
	00377
	00378
	00379
	00380
	00381
	00382
	00383
	00384
	00385
	00386
	00387
	00388
	00389
	00390
	00391
	00392
	00393
	00394
	00395
	00396
	00397
	00398
	00399
	00400
	00401
	00402
	00403
	00404
	00405
	00406
	00407
	00408
	00409
	00410
	00411
	00412
	00413
	00414
	00415
	00416
	00417
	00418
	00419
	00420
	00421
	00422
	00423
	00424
	00425
	00426
	00427
	00428
	00429
	00430
	00431
	00432
	00433
	00434
	00435
	00436
	00437
	00438
	00439
	00440
	00441
	00442
	00443
	00444
	00445
	00446
	00447
	00448
	00449
	00450
	00451
	00452
	00453
	00454
	00455
	00456
	00457
	00458
	00459
	00460
	00461
	00462
	00463
	00464
	00465
	00466
	00467
	00468
	00469
	00470
	00471
	00472
	00473
	00474
	00475
	00476
	00477
	00478
	00479
	00480
	00481
	00482
	00483
	00484
	00485
	00486
	00487
	00488
	00489
	00490
	00491
	00492
	00493
	00494
	00495
	00496
	00497
	00498
	00499
	00500
	00501
	00502
	00503
	00504
	00505
	00506
	00507
	00508
	00509
	00510
	00511
	00512
	00513
	00514
	00515
	00516
	00517
	00518
	00519
	00520
	00521
	00522
	00523
	00524
	00525
	00526
	00527
	00528
	00529
	00530
	00531
	00532
	00533
	00534
	00535
	00536
	00537
	00538
	00539
	00540
	00541
	00542
	00543
	00544
	00545
	00546
	00547
	00548
	00549
	00550
	00551
	00552
	00553
	00554
	00555
	00556
	00557
	00558
	00559
	00560
	00561
	00562
	00563
	00564
	00565
	00566
	00567
	00568
	00569
	00570
	00571
	00572
	00573
	00574
	00575
	00576
	00577



