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WJ:LLUCJIW JWD, DIO, 
.t. llll'-1 Iano-t J1a4 e 

645 llarlolt st .... , 
~.lew Jere~. 

Bonor&blo Bonrr Uorcentban, 
Secretary of the TreuUJ7, 
Yati\1D4tC11, D, C. 

Dear Slrt 

JOolil»orT 14, 1941, 
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I baTe be ... ...,e4111C 111 tho pv.bUc pr••• \bat 7cn>. 
b&Yo bo• 611 111tol'lMd1&r7 111 br1~~&1JIC tocotber reproo•t&Une 
ot b notalllt truoto all4. reproo111tat1no ot tho 'BrtUoh &Oftft-
=•nt wHb a rlw toward.o tba poaot ble parcbaoo o! 'Br1 Uoh , ... 
curt t too by an 1nTeotalllt truot croup. 

Wel1104to11 J'lmd 11 one o! tho IIIAller tnnota111t 
tru.to. lonrtbeleoo, it occurrl4 to ae that u tbooe llogottattoeo 
4nelop, WolUagton J'lm4 mi~t well puttctpato 111 ne11t that certain 
Brltlob oocur1t1oo are aY&ilable !or purobaoo at wb&t wollld proTo 
att raciTO prtceo !or ebareboldoro. 

I wolll4 wolc011o tho opportuni t7 to parUcipato 111 
ouch a croup an4 lt 7011 wollld be good • ougb to 14T1oe whoa I aii!l>t 
cont act 1D tblo connocUon, I would app...,clato 1 t . 

(S1p14) Yalter I.. Marglll 

Regraded Unclassified
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PUDI 
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Dated 081\UN-7 22, 
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1
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one. Two •zr• •mente ~ere eigned yoeter48¥ by tho United ~ingdom and Belgium 
concerning tho llelciNI Congo and Ru.tulda 11run41. 1'bo texta, vhich v111 apper.r ln 

0 whitt ;~a9er , will be f orwarded ~ortly. 

Tvo . Vnder the purch&ae a&reecent tho United X1nsdom llG!'eea to =ch .... , 
'.>e tv,.o S•, t embor 1, 1940 ::nd Auguat }1, 1941 tha following goodo (inclu41"4 
""""Utlot •.lreeAy purchased durin" the elc:paod portion of th&t period} : 126,000 
net~!c to•• of co!)per, 20 ,000 long tona of cotton, 7,000 long tona of copel, 
15,000 lo~ tona of ll&lm kernelo, and ell avalhbla auppl1es of ,.u.m oil ( at lout 
15,000 loO& tona 1 of a (!Uolity not in e:r.cou of 5 percent tree f&tty acid". ) The 
ab>Ye CUA:t1t1ca aro micica; other r;~oducts are not ;:>ncludo4; a::4 th~ Un1to4 
:~~~~ v111 ci•• 1s~thet1c c>na1de~~t1on1 to icmort license •P?l ications 
.:oY•!' .:-.; !el.;ian C0:160 goods, •cone1at-en t with the r~wtrlcUona end lWtatlone 
t·• .osrd on the:s bf the tl:litod var effort of the tvo contnctla& portico .::.!14 in 
:.rticular cotton it a!11p-1)1ng er..aee be.conec t.Y~tilable. 1 '.?in ore porc.!:..e!ie• ue 

to '.>e .alnt elnod .. t ;oreaent lenl wen ox1ot1ns contrt cts OX).liro. 'i'l:e United 
:~~on "~ill conoidor in March 1941 the poaeibil1tr of :!"'!'ch&aing ougar from the 
Conr,o . • ?urche••• oh&ll be made •at pricee rulln! in co~etent ~~eta•, subJect 
to an•clel •.rranco=ento for copper, :pc.U! kernels and oil. 1'be Unlto4 ZingdoCI 
will t"'<e •to~a oo tta t the Congo producta covored 11 thell not be pleeod no a 
:eon' t ot cuatomo duty in B poai tlon leu fi).YOrablo th&n :Sri ti~ colonie\ products. • 
!the llol;;b.n Co~ vill enact leghletion at;ainat comercinl aJ1d flnenchl 
trll!lotctiona vith "the eneey•; and their exports 0 vill continue to be controlled 
tor "oloc""-de J1W1>0••• by a lieencin:; syoter , ooord1nded in policy and practice 
~! t:. the oystcc at any time :;n-ovclent in t!1• l!ri thh eoloniee in Ai"rica . • :Beco.uae 
o: Eol~iW>' o con tribution of her t:ore:U:..t al:.ipa to the Allied ;<)OOl, the Uni to4 
:.in<;do:o v1ll 1do ~l:.eir ut:wat• to !)TOTide ahipping • l't-Cf fer co::r.oditiee yurc!:.aoo4, 
~ on 3elciOA ahi :pa vhere poaoi~le. 

':b-eo. O:nder the financial &&ree:oent, vhich bri 11410 tbe Co'~ into the 
•ttrlln.t area, there 1a eatabU~ed an of!iclal ret e of 176.625 Co~leu franca 
~ t!:.e 'lOund atarll.nc; and the Coll&O mnotar"/ o.uthor~tlaa' qll.obtions •tor 
eurr•oc!ea o ther thtJ> aterling shall be bnaed on the o!"!"iclel llliddle ~r.te for 
:he ~O:l40lo10 fr::ne -.;ainat oterlin:; cr.d the ofticiel b"¥11!4l and ae!lint; rates 
v1!0 t oi ic London for that o t her currency eq.inst aterling. • n>e Coll&O 1a to 
r.aYe tho nocoocary quantitatiYe import control ceaaurea, vhile the United 
~~~-do& !UAT~" ttos to aupply Congo needc fro~ vi t hin the sterling area, or to 
.:cvide lOOMI of pqaent to acquire goode :\~t c.Ydloble in atcrlll!4l area•on 
••m• t er:no e s to !riti~ l..aroorten. • The United itin&doiD lo t? "toke the 
neccaoo ry ~•naurea to enaur~ that the Congo ab411 be treated as a n:enber of the 
•tcrl lo& area tor exehaago cont rol purpoaes.• 

Plenu infor= Trouury. 

JCll!liSO!! 

·~:COl')' 
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Secretary ot lt~te, 

Yaohin&toll. 

~}. 22Dd. 

l'LlD 

t.oa4oa 

llate4 Jtz>UUT 22, 1941 

a.c •4. 1211~ p.a. 
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"" ecree:aellt relatinc tc tho J'rt!lch c ... roou, tc be 

tollon4 ohortq b7 o~>e relatinc tc J'reuch lquatcrial J.trica, 

hel 'bttll COilClu4e4 vit.h Oe110ral 4e 0eullt1 t Ccw.cil of lle:!'t!ICt 

WIAtr vh1ch the llr1tioh Oc'rtMI&Oilt 'IID4er tatet to purcheoe the 

total output or cocoa, pe.lm kernele, pa1a cil, l)<IN>uh end ben1-

oet4, nearly the whole coffee output end " lllrC• part or the 

banana crop. ~ oeparatt agreement on tiabtr 1t toreahadove4. 

!&.o rate or exclwlp 1o tlm at 176.625 f r anco tc the pouD4 .• 

!'ht !IMZS 110tice C:t thie &DilOUDc-nt alao otateo that 1 tht 

BriUoh Oc'rOr=ont are alre1\d7 U!pl-ntlnc their ;plt4&e• or 

ecoao:aic aeo1ot&llce tc cq J're~>eh oYeroea terri tcr1u which 

rall7 tc the tree :PreDCh aoye:oe11t. 1 Plea• • intora frtalnll7• 

JOIIJI8()ll. 

till COp)" 
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P .AJI.U'IIIU.II or !ILIOIWI MICIIYID 

rROXa Allerloan ._.,IIJ', Alo 4o .Tanetn, lr.~U 

DAna .TU.'I&a7'J' 22, " P •• · 
110: ... 

!heN 1o laONOOlaf lahNot ~111& ahown b7 

luropoan oountrloo la bol41ftC dollar baluooo porUolllal'l7 

1n tuhreo ln tho auk ot lrosu. 

!bo 4opooU ot 10,000, 000 of tho hallu Oonnmoat 

" .. tro4o4 70ohJ"4aT tor l! to 6 ••tho dollar tutllli'Oo. 

Salt o tillloa 4olloro wao 4opoelh4 to4q b7 o hodhll 

pr1Yete bank. Bolt o allllon dollaro wao 4epoo1tod 

r eeter4t7 b7 o Portucuo•• pr1Yato bank. Yeoter4oJ' 

2,000,000 olght 4ollore were enhanced tor tutlll't 4olltro 

b7 the Youbuo lpeolo .. Ilk tor 4ol1ni'J b7 tho 1u1t ot 

lro~ll 1a oao .. ath. 

!bo I'OOtDt 4opoel\ ot 600 kU.oiJ'aU ot pl4 b7 tbo 

Proneh lllbua7 1a tho 110110 ot th o lank ot Illhi'DOUollal 
.... II) .... 

lettl eaenta woo ... o 011 bobolt ot tho ~t Priloo. ~ 
>~~ ru ..... 
" . ..,~-

~ 
w~.: RJ.:JII :c--
-<"'o o i3 ....... .... 

"" .S> 

Dl 

~ 
lR 

·~o 
>...., 
-:~-
-;, 
-u 
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IIITIIM ~MI.UIY, 

WAIMII CTOa , D. C. 

PERSONAL AND 
SECRET . 

Dea r Mr. Secretary, 

22nd January, 1941 , 

I enclose herein for your 

personal and secret informati on a copy 

of the latest r epor t received f r om 

London on the military situation. 

Believe me , 

Dear L!r . Secretary, 

Very sincerely yours , 

!-.onourable 

r.enry ~orgenthau , · Jr., 

United States Treasury, 

Washing ton, D. c. 

Regraded Unclassified



Tala~ _!roa Lor.c:lon ot 

January 21, 1V41. 

1. lfa val. 

During cecon~ "lr e Lt a elc on Malta on Jonuary 

l~th th• "Illuotr1oun'1 cuata tned ae1•1o"Ue d.8N f e r r o:: 

n Mr-c: tsr.oa • Port en,·1nc cu6 one boiler-roo::. out or 

•cL I on - cecona !3oUc:· roo:. 4c::::gcc:l end : IJ1p holed on 

bot h a l c:lea. :1o rurthcr eaa::la t1ea, 
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P . A Lrlt~a~ aL1p (7 , 2 00 t one ) bound t or Al exaodr1a 

•8 ! tor padoec:l tn t ho Gul! o! Athe na on January 19th. 

lt 1G hoped t hat s he ~Ao roa cbec:l Plrooua. 

~ . : careh f or "ZeelHndt or and "AlGeda ~tar• hae 

ueo~ ao~t ndoncd . 

1 . f!oya l Air f orce, 

Janua l"i 'Ot b • ntl nliht of J acuery i<Oth/Zlo t . 

All opurat l on$ eane<lled owlnr to weathe r . 

G. !: t h1op1a • 

• n J anuary lb t h f l \c bocbor a attacked ( r ounded 

aircraft on I tal ian ian In< r r ound a n4 on the nl l ht or 

.n r; l-t~l9th t~~ o~~~r:no baoa at ~oaa~• and a 

.~:·•nttat1on ol =ochaniaod troneport I n Cacaala aoetor 

wor, bo: be d. 

5 . lilban l a. . 

r. Jan~ary 19th a1x ~lenha1ma attacked ~bopan1oec:l 

t:a:lc,crt and ca~ta:r, ta:rr e t a ot Beret and etartod t l .raa. 

7 . \4n;an A1r , oree. 

J an\lllry 20th. 

o( rooonnalaaaneo oft our ooaa\, 0Dl 7 10 alr;::ratt c• .. 

lolaod. N1 rht or J anuar.r watbli lat. no aoo~ aet1~1tJ 

NI PDrtoc:l, 

I a. Regraded Unclassified
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• I • 

8, Alrorett Caaualtlea ln Ope,.tloaa 0,.1' IDd 

!ro~ Brltleh Ieleer 

E11Qq1 b:r A. A. nlcnt or Jan~•rr llltb/2otb. 

6 deatro:Jed. 1 protoeba. 

BrlUah: 1111 . 

9 . ~ Securlt:r. 

Sw na... 111gb' of Jan .. ey 17th/18th. C.aual­

tleo now reported •• 63 ~llled and 3• eerlou.l:r 1nj~d. 

Regraded Unclassified



' I ~ i i ! I ~ l f i : I l l ~ ! ~ 1 l 
jjf Jl"if(l 11- fcfl ~i :.. 
• r. l r J t i .. ~ ~ ~ ~ I r r f • i r 
ftlrJ ·~P:t,l!&(~~irl r - -

I ; t j I I I I J J I I ! ; ! l : '• f I i • ~ 
~ ltJI ~ ;s· .. f iJ•; .. •r it 

ijt lJ 1 ,~ ~~~i. r( 
I I t J I I I r ! ~ .. i I I ~ .. 

I f i I i J I J f .. ~ ' 
; I i i ~ t i I t l j I i } ~ • • 

ilii 
I, .. t;1 

rl z 

'If~ 

'"'" Ul 
Ul Regraded Unclassified



1.56 
OONF'IDENTIAL 

e. Dolriae * ....... 1~ .U ..._ • lltolta • P 1 

lt .. lr1UA a1....n -n... 1WIIft10UI .-1 .... hi " -s-
~· a.•- _ .. ,,ooo •lri"'*- 0 ____ _... 

...... !.a .. IIIli ., ...... 

T. !Ita 11'1\lA wUl- pd 1lde eltM\ U I ' "Sal ........ -\1-. ap ............ ..aw.c .. 11ft el ...... -"•1• ,_ 
.u.-l~.....U.. 

•· a. ..... , ...... .-0 

11M ••' •• • rMt.•u. .r !Ita.,. 

.- !Ita ~ • ...._. _.. c:.c--.•• ,.,.., _. 1&ft ai.P' .,. 0 • 

DUVl'-'la• .... ....,., ... 
... , q t 

I -' 
laae.....,.~r.aw 1 v 
.t.cn. hue-.a, et w.r OloW.,...,., 
1lv n- lll..W. 
attt.• e1 IIMM1 x..u~ 
AC • I 
o ••• o • ... 

CON li'IDEltnAL 

., ..• 

Regraded Unclassified



G-2/2657-220 
No. 298 

BIS11tlC'lJP 

SITUAUQI REPORT 

I . Western 'ftleat.er ot \1lr. 

1 . Air Foree Operations. 

II.I.D., W.D. 
Jemwy 22, 1941 
12t00 11. 

Bad weather pre-railed . No ilaportant. otren.sive opera­
tions on either side. 

oar. Considerable d.t.r~t reeomaiasanco act.ivit:r 
over £ns).and on t. 21st.. 

II. Creek Theater ot War. 

1. Gronnd. strong local Italian attacks reported. 

2. .Ur. The Italians bombed !our Greek t.o'lll\8 outside the 
combat :tone, including Salon1ld. . 

III. African and llediterranean Theaters ot 11ar. 

l. Gronnd: 

~· The B:rit.iah launched their attack on Tobruk 
earl;r on the morning ot January 21, 1941, and bf noon their t roope, 
act.ivel;r supported b;r the Ro)'& NaV7 and Ro)'& Air Foree, had pene­
trated the outer and inner defenses to a depth ot over rive llliles on 
a broad trent.. Pall of Tobruk, prriaoned b7 t110 divisions, 1a prob­
able, but ie not ;ret contirJDed. 

Sudan. ln the Kassala area, the a-itieb troops are 
vigorously tol.!OWiiig up Italian toreee 11hich are continuing their 
Withdrawal eastward into Eritrea. British p,....eure ecntinuee in the 
l!etenma (Gall&bat) area. 

~· Patrol activity continues on the frontier. 

2. ~~ ~· The R.A.F. attacked Tobruk continuouel,y. 

lloto: 'ftl1e lllilitacy situation report 1a 1asued bf the 111llt.ar:r In­
tell1cence Division, General stat!. ln view of the oceettional in­
elusion ot polltieal intoJ'III&tion and ot op1D1on i t is elassit1ed • 
I!Nt.ricted. l!l!S1RICTz:D 

15? 
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lanu&l"J 28. lMl 

11. Coohl'an 

S.o1'8ta1'7 Kol'gtnthau 

It ia entil'ol7 agl'teablt to me that the lngliah 
release the publioit7 on Sir ldward Peaooot &OJ ttae thtJ 
want to. I will leaTe the aattel' entil'elY in JOUl' hands. 
BoweTtl'• please intol'a Fel'dinend Iuhn 10 that he will 
know about it. 

Collf1dent1al fol' •l'lt Coohran -

I reed y1111r -r&Ddua about JOV oonnraatioa I-.,. l 
with Ill'. Gifford. I agree with h1a that thet aarbt 
seems a 11 ttle b1 t weat. and I wollld be 1101'1 than willing 
to '" hl.a atop ttll1ng 1toot1 ent1rtl7 for the rtlt of 
thl1 week end Itt Wbetbel' or not the Bl'it11b selling 
hat been the cau11 of deprt11ing our aal'ktt. Pleat• let 
M know what Gifford's reaction h to rq wgg .. uoa. 
Bowner 1t realb h hit 1ugg .. t1on and I u 1l.apq 
concurri"; in what he hiaatlt baa 1uggt1ttd. I arDl.T 
think tW 1! ht h going to rtfraill froa ttlling that 
be do it for the balance of the wttk. ,.._ · - • . ..< 

I ,_ 
, 

-~ , 
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TREASURY DEPARTMENT 

IN'n:R OF'FlCE COio41o4UNICATION 

Secretory Kor~ontbau 

Y.r . Cochran 

159 

In accordnnoo vttb the inatrucUono given me In your ~:~emoro.ndwn of J•nw.ry 23 

, 11d In our connr t"Uoo at 9:05 tbio morning, I telephoned Mr. Gltford nod gave him 

at q:20 t !:h mornl n& your Idea with re opect t o otllln& of otockt for tho reaalndtr 

l! t !::.t veek. !o:r. Gltford vaa b8yp7 to knov that 70U concurred. ln hla opinion with 

rrl'<'et to t !:o ~~Ul<ot . !!e told : e t hat yooterdl!J' he hod con.-ted a dlatrlbuUon 

••!e ,_,~ hat one of the .. "" ocl&l transMU ont arr~td. tor tod.Q In the l!otton oroa . 

!!nee tho nltoo are all made , he feolo that he ohould. co ohood and complete thil. 

:.e vlll, however, oeo t o It that no nov tranaacUono a~e ce.rrled. out for t ho balance 

of tbe veek. 

Y.r. Ol.t:ord t old me t hat he hnd rather plP~ed. on greeting Sir !aw.rd Peacock on 

l:.ir exoocttd ~rrh&l to:norrow, but gladly occopto t ho l n .. lh.tlon of tho Secret•.!')' to 

co,. t o t bt 'l'r eowr; for 8 conference at 11 ,.,,. , I ban uked Sir Frederick Pbillipo 

'"d :;, • P iotont t o be pr eoent at the ...,, hour, 8J!.>l.A1ni n& that llr. Gifford v Ul be 

l t!'e. 

Regraded Unclassified



THE UI<DtR SECRETARY Or THE TREASURY 

WA&HINOTON 

1--{ / 

SubJect : Conference in t ho Socrotsry 1o Otfico at 9130 A. 11. , 
January 2}, 1941, concerning 1eg1o1atiTo progra. 
for increaoing the debt 1iait, e11a1natins t ho 
oaraarkins or tax rocolpto for debt rotiro•ont 
pw'J>Oooo, and uldng proTldon for tulns 1ncoao 
froa all future lesuea of 7ederal aecurltlee. 

160 .../ 

!bote present bedd.ea t he Secret.ar7 were the Sec·ret&rJ'• father, 
Sen_,tora Barkley, Harr1aon, and Georce; Speaker Rqburo; Concr•••••a. 
llo\llhton and Cooper; AoohtMt Soeretsry !lulllnn, llr. Foley, and 
llr. Ball . 

The first NAtter dloouoood W81 the debt llalt. Saeh poroon prooont 
•a• givon a copy of the otntoMont aarr.od 'Exhlblt I,' attached heret o, 
•bleb g&To tho eotlmato of tho pub11e debt ao contained In tho 1942 
'Bud~et. 'rbla mBJDOrandum 1 1 \1 out the !reuur711 propu for the rtext 
ol shtoon DOntho . .. 

There • ao a t;onoral dheuodon of tho aaount at whleh the debt Ual t 
ohould bt f ixed and there .. , alao a sonoral dlocuoolon •• to the pollcr 
Of ttptal lnt; tMt ptOThiOO O f tht !ieT&DUO .\et Of 1940 Wbleh earaarlco tho 
debt Uait for llaU onal Dohnoo purpoooo onlr and ooto up " opoclal fund 
lnto • hleh o&raarke<\ tuu are dopod t ed !or tho purpooo or retiring anr 
or tho .. cur1Uoo houod under the llatlonol Dotenoo llaitatlon, 

Senator George aolcod t be So<retsry whAt aacunt he hal\ I n aind at 
• bleb tho debt llalt ahou14 be fixed. Tho Socrotarr oald that he wao 
•llUn~: t o leave thAt to Consreoo, but polfttod out that he bad bad • 
conference early ln Doeeabor with certain ropreoentatlTtl of tho Sonata 
1lnanco Conal tteo at which tlao tho dabt U:olt eaao up. Senat or liTrd 
tald at that tlao that ho woul4 t;O alons w1 th tho Soerttar7 on tho debt 
llalt If tho a.ouDt wore eont1no4 t o tho appropr latlono actuallT aa4o bT 

Co~••• In ~7ceao or tho recol pto expected durint; tho two floeal Tt&rl 
under eo~o1dorat1on, !he S.er otarr ukod •• t o explain J~>ot what -t 
would be &rriTOd at Oil tho baOlO Of Senator JTrd'o W\lt;t;Ottl ODo 
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1 preoento4 a otatenent with tho explanation that taktn« all 

8j)oropriattono ..,ich Con«reo• bao II&Lio to date, pluo t ho ooU-teo of 
8Pl'ropr1atlono 1nclu4o4 In the 1942 Jud«et, looo tho ootl-ted recelph 
for the t'IO fltcal yoaro 1941 and 1942, tho debt UaHattoo would bo 

fixed at $62, 71!6,000,000. I ad4od thAt thlo cHd not Include ~ IUI<IWit 
for rupplemental appropr1at1ono wblch the Bud«et otate4 would bo oent 
to thlo Congrooo , and wb l ch misbt CIIIOWit to a• web ao $} 000 000 000• 

• • J t 

snd that it did not Include aftl'thln« for the Leaoo-Lond Bill now beforo 
Congress. 
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Tbort w&o a uoat deal of d1teuoo1on aa to who thor tho 11111 t ohol>ld 

be fhed at S6o,OOO,OOO,OOO or S65,000,000,000. Tbe «roup waa told that 
th• S65 ,000,000 ,000 debt would In all probab1U t7 CUr'/ the he&t11J7 thJ"OUCb 
the fl•cal year 1942, 1nclDd1n& oupploaental H•o and aid to Great 
Britain; and t hat If additionAl tax11 ue not pro•lded to co•or the 
lncreaoed oxpondlturoo for 1943, tho Troaoury will certainly ba•e to &IE 
for another incre&we in the next teealon of Congreee. 1 belie• e that lt 
•~• generally n&rood that t he aaount of tho d.bt lialt ohould be flzod 
at $65,000,000,000 without AD7 partltiono. 

llr. Dought en aolted If tho 'l'reuUr'f Md In a1D4 roco ... ndi~ additional 

taxu. !he Secrtt&r'f oatd be tboucllt t here obould bo add! Uooal taxoo 
passed at thlo oooolon of Congrooo. Sonator Barkley oaid he t~t tho 

tlu wao prop! Uouo for another taz prouaa ao the countr'f wao alhe to 
the necesolty for lneroaaecl national defenoe and thAt apparently It l o 
•1111~>& to pay for It In tho fol'lll of add I U ooal tueo. Con&reuaao !Joust> ton 
oald be agreed with that in s•neral but be aloo thoucht thoro . ... a otronc 

oentlmsnt throughout the country that expondl tureo for so•ernaeotal 
functtono other than national dofonoo obould be r adicallY curtailed and 
that he thousbt Concrooo would bo oneroly cr1Uched If It lowied addi­
tional ta.xee and 414 not take eo•• e tepe to reduee noa-clefen•• •.xpendl tvr••· 

Alooot •••r'f one prooent .,;reecl Ill t h thh otat•ent . 

Another otato•ent, aarked "l:rhlbtt u • and attached , wao thon paned 
eround to the sroup . Thio atateaont ezplaina the bill dr afted In tho 
Treaoury with t he .. ount of tho debt 11•1tst1on left blank. Yr. Dougbton 
aokod 11 thio bill Md been sono o• er byllr. Beaaao· !ho Secret&r'f oa14 
1 t had not, that 1t .,.. drafted i n tho Treuury for our own tntoraatloa 
and the 1nloraatlon of thlo uoap but wo ocul4 bo l!lad to tur11 It onr to 
Consreouan Dougbt o11 , wbo in turn could. baTo llr. Be...., so onr tt. lf 
t here • ere ~ quntlollO ho •i«!>t ...,.t to &Ok, ho could co111 to tho Gonoral 

Counoel of the Trouury or Con&roooun Doucllton could. call tho Secretary. 

Tbo «roup wao told that Included 1n thlo bill 11 a proT111on oblch wol>ld 
tcu tho 1ncoao f ro• all future toouoo of Federal oecurl Uoo and t hat t ho 

queotlon of reciprocal tazatlon on State and. aunlcipal oecuritieo would 
be preoentod 1n a ooparate blllo r tben paOiod around t ho otat•ent aarlted 

'ltxhiblt I II, • attached , which 1o the othor part o! tho prouaa• 

!hero .... a uoat daal of dl.ocuoolon about t ho adwi oal>1l1t7 of 

1neludl~ In tho clel>t 11111\atlon bill tha prorld ono to tax 7edaral oocur1-

t1eo, The Seer ot&r'f II&Lie the point that we conteaplato 1uulnc approxl-tely 
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Sl7,000,000,000 of Oo• ornaont oocurltloo in t he nozt olcbtooa oontho 
.,.s oa.l4 ho could DOt t MDk of a .., .. "PProprlato UM to 'boc1• tuiq 
1000u fro• Oournaent .. curt tleo thaB DOW. Bo t boucl>t lt would eorta.lnl7 
bo 1>&4 If • • ltouod thll la:rce ..ount of ..tell tlonal ooeurl Uoo u4 th• 
Jl3"o4 a law tuins l neoao f r oa oubooquont l uuu. Senator O.Orso oa.ld 
thoro wao no doubt that the more ooeurl t loo "' l otuo4 boa:rins tho taz­
exomptlon prl•l losoo, t ha creator the problem would beeoa o. The Socrot&rJ 
alto pointed out that be diocuoood t bio aatt or rather t horoucbl 7 with 
ropr•oon tati••• of Concrooo I n Docembor and oxplaino4 that if thoro wao 
~ chance of bl o cettinc tbio lesiolat lon throush e~rly In tho oooslon , 
ho would not borro" ao web cub a o be t hon noodod and would not rotund 
tho Warch Olt\turltlet aaountlns to $1,222,000,000, but would walt and lttuo 
thooo additional oocurltieo under tbo now losiolation and would aake them 
taxable. "£Torybo47 • • •••d to eu•• to that procraa •• ho tbon pr o .. ntod lt , 
and o.d•lood bia to so ahaad on that batlo. Tho Socrot&rJ oaid it aisbt 
8 1oo bo pointed out 1D thio eo111>oetlon that if ho had sooo ahoad in 
Deccber, tho uta would hAn boon aueh lower than that at which ho could 
r•!'und. At. the present tiae. 

It .... finally euoed that t ho taztltlOn for Podoral ooeurltiu obould 
be 1oft In tho dobt l laitatlon bill and an &ttoapt would bo aado t o cot it 
throucb. and It would be explained to the Comltteo that tho counterpMt 
of thl o bill tazlns State and cuniclpal oocurltleo would bo a separate 
queoUon: thot 1 t would come along later, at which time It could be 
thorouthlY dobotod in Concre••· 

H wao l ett that Congressman Dou&hton, after llr . Be....., had been onr 
the bill, would lntronuce It and thAt we would probably begin hearl ns• on 
it on Wodnot48¥ of next week. 
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TREASURY DEPARTMENT 

WASHINGTON 

Tho :Bwl«et docuaent obowa, baaed on t he procru aet out 

t.herehl, that the croaa public debt will be $49,157, 000,000 on 

Juoo JO, 1941, and $58,367,000,000 on Juoa JO, 1942. !heat two 

tiproa do not illclude tha UO'W1h of tutve accra&la on SarlJlCI 

BoD4a, nor 1a 8ll:J' prortaion - tor ccnt-lahd &14 to Great 

.81'1 taill. J..ccordi.at; to ~re&CIU7 .. u.ha , tha balance of t he 

borrowins authorit7 UDder tha ccabinod debt 1181\atlona of 

$)19,000,000,000 rtll bo uhauated in llaT ot thlo 7aar. It will, 

t.horetoro , be neceoaaey for tha Concrou to ,,...., an 1ued1ato 

!ocro&ll in our debt 11&1 tat! on and it obould at the - U•e 

ol!:ainato tho partition betwen tho Clllerel debt Uaitatlon and 

Ulo lllat!onal Detenat debt Uaitat!on, and repaal tho prorldona 

ot U.o !lntllUa J..ct o! 194o which att ..., a apecial !Wid bto which 

tarurl<td taua are beillt; depo tHed t or the po.rpoat of reUrillt;, 
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OYOr a !ln"'Ta&r period, 8ll:J' outot&DdiDC Jational DettDtt aecur1 Uta. 

The uount ot the debt UaitaUon oboul4 ba twd at vhato'Nr 

Ucuro COJ1€rtll dthrainea to ba ntctta&17 Co porait the !rtaCIU'7 

to t!ll&llet w1 thin tho naxt tis!> to on • ontba 8ll:J' pro pam onachd for 

our owu utloa.tl de!tnat aa wll aa tor aid t o Ornt llritain. 

the t ollowiDC table abon the !nactU7' a U-111€ problea 
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for Uw D.Xt o1p\Mil IIOiltht ba .. d UPOil the p ... aeJlt llwlcat pro,.... 

(uoluJiiTt ot S.YUI«t Bolldt, !l'MI'O.r7 JUla &Dd !ruat J'woda) 1 

J.,.,..,.-
J=e, 1941 

JuJ.T, 1941 -
Ju.n., 1942 'l'ot.al. 

(Ill •1ll1olll ot 4o1lara) 

,,...,Ul'71 
$ 3, 500 * 6, 750 lev oath . . ........ • 10,250 

!t tlu:ldi D.C'I ••• • ••• 1, 726 1,li611 3,190 

GonrDAoDtal Corpa . t 
1, 560 1wv caah •• ••••••• 56o 1,000 

Betwl41.ac• • •••• •• 1,678 1, 678 

• 5. 786 $10,892 $ 16,678 
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TREASURY DEPARTMENT 

WASHINGTON 

l.:rpl&Datton or ~ propoood b1ll to ... 114 
t.ho Second L1bert7 :Solid .let, 111oreao111C 

the public debt l1a1 tat1on, and tor ot.hor 
pa.J:'pOIII. 

'!bore 1o attached a clratt of a bill relat111C to ~ public 

debt u d the otatua of hture J'odenl obUp.Uo11a troa ~ ot&lldpolDt 

of ouapt1oll troa tamUon. 

The b1ll tnU tlod •.&. :Sill !o ... 114 t.ho Stcolld L1bert.J Bond 
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J.ct, ao uonded, ud tor otber purpoou, • wonl4 accoapl1oh t.ho follow-

illg obJooUnu 

(a) 'lbo uout or the Ua1 t&Uo11 iD tho bill 1o 

lett bl.ulc, It ohonl4 be t1:u4 at vbatnor ....,...t h 

4etora1Do4 t o be nocooaaq to oublt t.ho !rooa'CU'7 to 

flDuco &ll7 prograa oucto4 b7 Co11p11 tor ~ next 

oll)>toon acDt.ho, lllclw!.ing &ll7 &14 to Oreat :Sr1t&1D. 

Thlo ,...., l1a1t would not, of couroe, 1nol'Gde parut.H4 

oblip.Uou 11.,..4 b7 the ReconotrucUoD J1unco Corpa:r&-

(b) It would gin tbe Seore\&17 of the 'l!re&I'CU'7 

sreahr and acre tlox1blo author1t7 owr ll&nnp Bondo 

•• a t1-1ns ••41• b7 ginns h1a 41ooreUoo (l) to 
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fix U..lr .....,lll.aaUou, (2) to a.wrlll.• u.. ,....._ 

pte f&eo UO"IUlt 111llall _, 'be bel4 '117 o• pereoa at 

ou u .. , aa4 (J) to 11111e th .. oa aa lawnot•'bearloc 

ao nll ao a 41oco=t 'baah, 

(c) It woul4 aathorloo tho S.Onwr7 of \be 

!raao'llr7 to l .. aa, u tho - ......,.r ao lartoco :sou. 

an hilled, a -.- o'bUpUoa oilll.lar to tho o14 ... 

la•laco C.n1tlcato calla4 a 1 !'ro&lllr7 llnla&o Oonltlcato.• 

(4) It woul4 olllll.ll&w tha parUUoa 'bet,.... \be 

pDOrol a.l>t lllll.iaUOD Of $li5,000,000, 000 aa4 tile 

llatloD&l Dofoaoo lilll.tatloa of $4,000,000,000, aa4 1I01ll4 

repeal that oecUoa of tho llena'lll J.ot of 194o wlllall 

ea.....to oertala taxoo ln1e4 ua.r that .t.ct for \be 

parpoM of nUrlac, onr a fho-7oar perlo4, &117 IaUoD&l 

Do!11111 o'bllptloao 11111e4 ua.r \be lloUoD&l DofoiiM a.llt 

lllll.wUoa. 

(o) 1\ woul4 ..-.. fro• all :r.Mral ol>ll .. Uou 

( 1aol'tl41~~& thoH of corporoUoao aa4 othar apac1oo of 

tho GoYO.-at) 11ne4 u tha tlltan tha prlYilopo of 

OIIIIPilOa froa :roa.rol tuaUoa wlllall tha7 IIOW oaJ07o 

1.66 
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To naea4 the S.cODI:I :..lt..rty Bond Act, aa 
l.llendacl, aDd t or Other tJW":)O&ea. 
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Be i t m •.oted by tb• S.patf •nrt BOUlt ot Re;naenttt1Yta o.t t.bt 

!hUted Stat•• o( AMr.l.ca 1a Congeu ua!lblfi , 'l'b&t tAU Act a:t be 

cit ed u the Publlc Debt Act of 1941. 

Sec. 2. Section 2l(a) of U.. S.cont1 Liberty Boncl Act, ae • 'edt 

1a hereby turtber ...-ended to read .. rou-· 

•S.c. 21. n... f ace ..-t or obllpt1011a .I.......S 
under tbc autbor.l.ty or tb.1a Act ell&ll 110t tQtOMd 1p 

the acgropte 011tetendillc at 
any one tiM. • 

Sec . ) . S.ctJ.oa 22 or U.. Second Liberty Bead. Act, u ......Sed (D, S,C,, 

title )1 , ooc, 7S7c) 1a hereby ..-oded to read u roUowe t 

•S.c. 22. (a) the Secretary or u.. ~ 1a 
authorbed t o .l.a11Uo 0 troll t1M to tiM, t.brouP tbe 
?ooW Serr.l.ce or otbarw.l.eo, United Statu 11ayipp 

bonds and United Stat•• rr.&sur7 eaY.I..ae;! oart11'1oatee, 
tho ;>rocoecla or wh1ch ell&ll be aY&1l!ba to -n azq 
a:pend.l.turee autbor.l..oed b7 law, aDd to ret.l.n uq Ollt­

standJ.nc obUcat.l.cea or tbe OIUted Statu bear.l..ae; 
inhr.,t or .I.!INed ce a d.I..!COUDt baaU, tho 'I'U'.I.0\1! 
.l.ssuea o.Dd eer.l.ea of tbo aaT111&• bont1e aDd tbo &aY.I..ae;.a 
cert1!1catea abal.l ba 1p IOIICb foru, !llall be otrared 
in ouch ._ta, IIW>joot to the l.l.a1to.t1co .l.llpoeed b7 
section 21 of tb.1a Act, u .-.ded, aDd aball be Uned 
1D allch -.-r aDd wbject to web ~ aDd c....Ut.I..OU 

cons.l.atent k.l.tb eubeoct.I.CIIa (b), (c) , aDd (d) bareOI, 
-.nd 1ncllll1ll>c azq roetr.l.ot.l.coe oa tboir traaatar, u the 
Secre~ of tbe Tl'ea!Ur7 a:t troll tiM to t iM proear.l.ba. 

•(b) S.T111ce baa4e aDd aaY.I..ae;a certU.I.oetaa •7 be 
i osued .,.. u 1Dt e<r"eat4>e&r.l..ae; bae.l.e, • a d.l..a-t bae.l.e , 
or on a c.-b1Dat.l.ce 1Dteree~.l..ae; aDd d.l..a~ beeia 
o.nd ah&U ature, .1D tbe oaeo or boa<U, IIOt _.. tbAa 
t .. nt7 yec.re , aDd .1D tbe oeeo of cartU'.I.catee, DOt _.. 

tilan ton ,..ra troa the date u of wb.l.cb .I.NUofd, 8laGil 
bonda and cortit.l.catae a:t ba eol4 at nob pr.l.oo or pr.l._, 

Regraded Unclassified



- 2 -

_ ~ed e::ed be!'or-e -tm-11;)' ~n cuc:h te= a~ eocdi"­
~ t··,Q ::eeretll.r7 of t.he ~ 11t1 J)TeeeM.be• ?!y!1dtf 

-;-,· t t lle i nt.ereot rate on, &114 t.he iDa ... price or ... ~. 
LonUI ~nd. aaYi:lca cert1t1e&tee &114 t.be tem: 11pon w!lich 
t~e;r .,., be redo ' llbal1 be II\ICh ro tc .. r r ord an in-
vo::taen~ yield DOt 1D uce .. ot three por eent.wc per 
annum., coJII)OUDd.ed aeai•"'P"'':r• Tbe denocUNlt.1ona ot 
cui"'" bonde &114 of aanDe;a eerti!icateo ahi:J.l be au.cb 
c o t.bo Secret.ar.r of t.be Tr-.INr7 a;r !roe t1c>e to ti:c 
<.eterlliM and abaJ.l be apree...S 1D ter1111 or t.he1r mtllrit)' .,..l..... The Secrotuy of t.he Tr......,. 11 &llt.horized , 1D 
hi• diacretion, a t UIT tiloe or tros tiM to ticc, b7 r~­
tlon to fi:lt t.he -.nt of aYi.Dce boD<!e ~ sarlll;to cer­
tificates t.h&t ~ be bel.d b7 • IV one ~reon r t ~<rrt oM 
~Lee. 

• (c ) The s-.ta%7 of t.'le rr...ur,r -.,, IID<!er eucb 
r8CIIlct1.- &114 npoa II1ICll - &114 collllitioM u be ""'~ 
preecribe , 1eiN8, or caue to be ie.....S, ·~• or cay 
prorlde UIT ot.hc' -... to nia.Dee pt.;~Mnts t or or on 
OCCOW\t Of the eerlllca b ODOb and """""C" Certifie&teo 
Cllt.horis'ld by t.hie eection, and be a;~, in h.io diccreUon , 
lll>ke proTiei OD for the exchange or ca-rin;;: certi!'iCJ. teo 
for 04T1ftG• bo..S.. 

• (d) for purpoaee of tour:ation aey inc recent 1D 
~lle reprecented by t.he difference between t.~c price 
pr i d "nd the red..:>Uoa T&l.ue received (whe ther a t or 
before -tlll'it;y) for aanDe;• bODda cr4 oaTilli;8 certi­
ficote' ebAl.l l:e conddered ae intoreot. The cerln(;o 
bor4o &114 t.he eaYillp oet"Wicetee ilbe.U not bear t.he 
cirelllotioa prt...u.p. 

• (e ) Tbe a ;>.,ro;>rtation Cor a:pen=en ;>roTided by 
section lO ot th1a Act and utended by tho J.ct or 
JIIM 16, 1921 (o.s.c., title )1, ...... 760 r n4 761) , 
•hall be an.Ur.ble for all -U&1'7 a:pene .. lll>dar 
thie eection, and t.he Secretary of t.he Tre&INI')' 1e 
u11tbori.sed to ~. troe tu. to ti•, to the 
Poet.ater 0-.1 tros sWill eppropriation cu.cb oliN 
• • are abowl> to be Nqllired for t.he a:peueo or t.bo 
Poet Offic e Departooent, 1D connection wi tb t.be hnndli DB 
ot boll4a , cart1.N.oatea, and eteJ&ip<l or o~bor -~~~~ pro­
vided to eTi.d..- ~nta. 

• (r) The board of truateea or t.'le Pos tal Serlll;te 
Syatea is authorized to pendt, eubJect to ~h regul.a­
tione u it -:r rr- u.o to tiJoe preocriba, the rit.h­
clra-.1 or 4epoa1ta ce 1 ... t.h&D ai:ltV clqo ' notice t or 
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•.he w- ooo of ocquirine ""vincu bondn o.nd .., vines 
<• ·-t t fic· t os which ru.7 bo offerod by t.he s.cro tn>y 
J!. ti1e Tre .Jury; ond i n such cuooo to IIC.ko !*7Hot 
•>f l ntn r •JOt to t he dnte of rlt hdrllwlu whot hor or not 
t ,. •l"lll. r lntere~t J'<I.YlllOnt dnte . llo f urther or igino.l 
t.nuo of bonds ~utbori~od by seotinn 10 ot tho Act 
• oo;•rnvod June ::5 , 1910 (U , :l. C. , tlt l o ) 9 , oec. 760}, 
rlllll I>O ~.:: •le r f ter Jul y l , 19.35 . 

•(g) At the re<jueot of tho Secret •t'Y ot til. 
- r .. :-~· t.he Po:;;t.:-~:.-stor General, uzuler euch re~\-

1 '"; a he t...ay rer;cribe , uhall rt~•tu.ir~ the ea,, l oyeoo 
or lbe ' ost Offl ce Da!,..,.taont and ot t.'te Poct• l Service 
to o rton:, rltbout extr-. c:oape.,...tion, euch !'bC<JJ. 
f;ency cenice :: os Q~;....J be de s :.rnble rvl nrretice.ble 

tn Cl~~~cti~n with the iasu~, del iTory t SA!e~een1ng, 

redo 1 tJ.on, or pey~:~ent of the ... vl nsa bonda UlC! IIBYl.ngo 
ce rL lric~t~n , or in connecti on with ~"I a~'n:a or other 
-o nn ~rovidod to nidonce pe,;vunto. • 
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;;oc . 4 (fl) . llot TrUh ot andinc any other rov:1e1oo ot ll." all obli;!atiou • 

1r ··10d .1n or uut hnr ity of the Se cond Liberty Bond Act, " " ,..,.ndecJ, lUIS o.U 

<'tl!. · t 1.,,,, ~:.,ich by t heir t e=e bo<•r in tor ont or 11hich =• sol d on a dh-

c •r 10" t1on or t.genc:y o!' t he United St.. t e a or by a.ey other cor!)OI'atioo OJ' 

oc.t ' ty Crt! t ed bT, orguni;ed under , or uteblloMd :;>W'OUMt to &ut.borl\7 

C>nt •nod l.n , r-.ny :.c t of ~~·• ah&ll , s a to both principal. aDd i.Dteron 

.,_. >t!:.• r 1nc...:ent, be subj ect to all t<l:aa no-. or ber.....ttor blpoHCl by 

: » llr\Ued Stntu: Provided, That arq s uch obllptJ.ona which tbt tlbit.ed 

~-,,. teo or ·~ • uch inetrument.-.Jit y , cor;-or . tion, na or>CT or enti\7 bu, pn. 

. , ~•• etfectivo doto ot this Act, contrac ted to 111111 at a t\ltQrO dato, 

' ·"·U ·.hen iuuecl boar ouch tnx oxeopt.i on ?r i vilepa u aro prov:14ood 1A tM 

1 :: 3Jth, r l%1n4; their iaiNIUICO. 

(b). n •• ;:ro't'iaioa.a of" thic ooct ioD aball, wit h ,....poet to .,... ~ 
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H an U ooa, be Considered ae "ln.,dotoey or Wid IU!'I'lellenl.!lry to the res­

poc~ive Acta or parte or Acte authori:inc the iaeunnee of nuch obli gntione, 

ce :L~~ended a nd euppl-ted. 

Soc, 5. Section )2 of the Act " " roYed Jun• 1), 1898, • s ruoended 

(U.S.C. , title )l, aee . 756)J section 6 or the Fira t Liberty Bond Act, , . 

~nded (U.s.c., title )1, see. 755); section 6 or t he Second Libert; B~nd 

Act, ao amended (o.s.c. , title 31, cee. 7~7) ; eeetioc 5(d) of the See>nd 

Lill<lrt y Bond /.ct, ae • •mod (o.s.c., t i tle )1, see. 754(d)) ; " nd eec tlone 

)01 nnd .)02 or title III or the Revenue !.ct of 940 (~4 Stat. 526); are 

hereb7 repea.led. 

Sec. 6, llothint; coc~ed 1n thio Act aho.ll be deenec! to •lt<!r 

or ""end in tJ.Zr1 "8¥ tho t erms or OD;f or the obli!;A tiona de.erib<!d in 

section 4 bereof, ieeued r rior to the effective du te of thi& t.ct , or to 

iiiJ>air or otherwiM e1'fect fU13 rl.ghb, !'ririlegee, or rel:lediee eccru.ing 

to the hol<lore ot weh o~tione un.ler the teme thereof or W>C!or the 

l.Jiwa author1z.I.Dc their 1........,.,., 
Sec. 7. thie Act ebAll beco~e effect1Ye on the first dft7 ot the 

11ont'l following tbe date ot ita e ppronl b7 the Preoic!ect. 
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TREASURY DEPARTMENT 

WASHINGTON 

laaii&J7 22, 19111 

Maoran4ua 011 propo~t4 bill to ellalD&h 
tu a:uq>tlOil fro. St&h aa4 lll>lliolpal 

obl1ptlolle 

'!!ben h attached a bl~ nlatlJl« to the etotue of Stoto 

aA4 lllllllc1pal obUptlou troa the e\aa4po1at of a:e~~pUo10 troa 

tuaUozt.. 

'!!be plllpOH of the bill h to pro1'141 the balaaoe of the 

losialetloll ,...,.,..,. \o eable 111 t o co11pllto our propq of eUild­

J>&Uoll of tu-exupt ~tcurlt111. !hie pvpo11 would be acc011pl1ahd 

b71 

State, '1'1rrito17, mmic1pal1tT, or other pv.bUc bcq 

oubJect t o 1.Dcae tuat1o1> b7 the Je41ral Ocni'IIIOiat. 

aarket coa41t1o,.., proT1o1oa bee beu -.41 tor the ...-

hA41ac ot outetu•h& cell&bll bcD4a with tu ,,._uoa 

tor the - period ae the or1c1D&l 11,.., 

(b) Co111eat to aoa-41ecr1111aato1'J tuatioa b7 Statoe 

ot the 1ntonet on all Je41ral obl1ptl0111 h1111d ill the 

171 

. j 

'-

H h beUI'ftd thet thh bill eboul4 be aoted IIPO" l17 CoQCnll 

attar the p ropoeld bill •••""' with the 41bt Uaitotloa &ed the tu&bll 

•totua ot tu.tun J'edlral IIC'IlrlUee 1e •-W into ~. 
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!o pr~~Ylte tor \be reoi~ 1- tuaUoa of pa'IIUo olallp. 

Uoao, u4 t or o\llar pvpoMo, 

.. u -•• liT .u .._._ -' ..... or ..,.._.-.u.,.. or u.. 
thaUet Uaho or -'-'1• l.a C!!qooo !!!•'loW, Blat Wo .&.:t a:r 'llo 

cltet ao .u llh)Uo :toM taz ...,, or l.Ml, • 

.... 2. taotl .. u<•><•> or .u IatOJ'Ml ..._ coc. 1o 

_ ..... h I"M4 .. toll-• 

•<•> W-JDI llfAUf.-!o u.. anoat prwrttol 1a -u .. 11&(11), 

1atoroot 'QpOa olllSC.Uou brut 117 (A) a ltah, 'hnl\e17, or ezq 

poUUool n.'llclhlolla Ulel'oot, OJ' \ho Dhtr1ot or Col•111a, or UJ 

OCOIC7 or bot..-W1 ~ or azq - ar .. ro of \be toncetac; or (I) 

• oorporoUoa orpalaet - "-' or o.,rooo, 1t oo.ola ..,.ratl• 1o 

aa 1uu-ta11~ ot .u vauet Ita* (ao utl.aol 1.a -uoa 111('11))1 

or ( C) tile V&ltet natao or azq or Uo ., .... 11.... Jir01'7 JIOI'- -

1ac u:r or tllo o'lltsc.ttoao --·reatet 1.a ~ (A), (1), ar (C) eball, 

1a tbo ro\va r~ 117 Wo ~ • ...Wt a ota'-•t oliMrlac \he 

-\or u4 -• ot I1IOil o1111pUoao __. lt' Ida ul \be s.- ... 

cohet tborofl'•, 1a I1IOil tol'll a4 wt.\h ...U l.atol'II&Uoa ao tbo c­

•ho1oaor a:r roqoaln. • 

loo , a, leoUoao :a&(a )(l) u4 (J) ot \be Iatenal a- COC. 

are - ht -. neA ao r.u-a 
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•(l) t1lft .. -llll ~ on!D I!ADI OJWIAilaa.-e. 

_, reoei,.M u laM~>oo' ,.... olt1lpU .. at t.b.e UalW 

''-''' it noll la, ... ,,, 1o tao111Ut ta 11'1•• ~ ._.... 
oeoUoa aa, u4 tt ~ .. t.b.e .u• •t.b.ertatac \llo hne ot 

noll o\UpUou, u _.... .. u4 .....,1_, .. (lael'll&tac 

tbl ._..,...,. 8114 ""'PPl-'-7 ,...,.htou ot -u .. • 

ot U.. h1111o Dell\ .&4\ ot lMl), _., lakr"' to u-.. 
fi'M .. noal Mz. 

!!II UIIDD llti!KI,--e. _, r_l,.M u la, .... ,, ....... 

o\llpUoao ot a ....,....uoa orpaloat ..Ur .&4\ ot Coacrooo, 

lt (A) noll OOI'J'OraU• to aa 1ao,_\altv of 'ho Ual­

Su\oo (ao 4atlu4 la oaoUoa Ul(ll)); 8114 (J) noll ta,orM\ · 

h l.lloloaa.t 1a crooo u- -. .. ooeuoa aa; 8114 <o> ....._. 

'be Ac\ a.\borlola& \bo tone ot noll ollllpUoa, u -•W 
ao4 IQI)l_, .. ( laol....Ua& t.b.e ...... ,...,. ... ooppl-\llr7 

]II'Orldoao of oooU• <l at \bo hllllo ))ell\ .&4\ at lMl), noll 

ta, ..... , 1o .,...., ,.... IIONOl -.z.• 

l~ttMla& af\er nlloMU• (a) a - ooa'IIMo•t• M roM ao t.U..Oa 

1 (11) W-1'111 XHiiJ&I,-Ia-\ ..... ollllpUou 1.-M (l) 

Woro .7'1&17 1, 1M1, "' a na••• ferrl\oJ'r, er - ,.Uttoal 

.U4b1otoa \bo~, 01' \bo llo\rlo' at Oo1•111a• or - ......, 

or latv-aWtv at - .. or .... at .u to,....la&l ... 

(a) 117 a oorporaUoa ...,..taM _.. .. .u• at o.crooo. it _.. 

1.73 
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corporaUn lo • laav-'-11\J et \be lla1h4 MatMl n 

(3) -., \ha U.Uet It&t .. or -r of lh pouoooloaa. l.a u.o 
caoo of obllpUoao of tu 111l1tet St&ho loru4 athr 

S.pt•bor 1 , ltl? (otur tbaa poe\el em~o oorUfloaho 

of 4opoolt) , ""' la tu caeo of olollpUno of a oorporaUn 

orcanlo14 1UI4or .Act of Co"CJ'III \ho llltoroot oball bo o~t 

olllT 1t IJI4 to \ho utlllt ~l4et 111 \ho r oepooUn Aah 

l>l\llorhl~ \U lo.,.. \Uroof, ao -D4e4""' ftppl-\14 

( llcl'1141~ \U ....s&to>7 1114 ftppl-t&fT ,..no1ono ot 

oocUoa • of tu Publlc Dobt .Act of lMl) , IJI4 obaU bo .,.... 

clu414 froa cro•• lacoao olll7 1t 8114 to tho on•t U lo 

wbollT u.apt frca tu taxoo !.apooo4 -., thlo .-,hr. !ftlo 

tara 1hotNM11tallt7 of t ho 111l1to4 Stat111 -• laa\n­

&IDtalltTo oorporatloa or aceaoT of t bo IJal\14 Statoo, or 

uq other corponUoa or ntl\7 creah4 b7, orpa1oo4 'llllll.or, 

or utablloba4 por.....,t to atllorlt7 ooDtalao4 la, .., .Act 

Of 0o"'l'lllo J or tho po&rpOIII Of thlo .. loeoctloal 

1 (1) la 4otoraia1Dc wbe\hn aa obll,a\lon 

h hru4 at\v .J- :!0, lMl, ""' ••\bar • obll­

p.U oa lo hne4 at\1!' tu 4ah of --at of tu 

Public -.114 ! ax .Act of l Ml ( lleroillathr oallet 

111l&Ctatll\ 4ato•), 1t ohall 1a oltur caoo bo Olll­

ol4orl4 \ o bo lone4 attl!' I\1Ch "''"• 1t .., pari of 

tho ~' therefor h r oco1?o4 -., tho obllpr attor 

nch 4ato , or 4&11?•>7 tbaroof 1o aa4o -., tho obllpr 

llt\lr ncb 4ato, 

1.74 
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0 (1) ~u.tl- Wlolo ~ ,..._ left, 

•U.late&, .., .... , er ... ...,_ •UltaU-, er • ._ 

u,..u_ f4 lalpr •• ..Uer •==•*'-· -a • ._ 

U,..U•• la l'lll•MNt t- w .ttll 11 01 • Wiolo 

-~ n,1Me •UttaU•• wltll lf'IIIU II' la l'llia­

tll'e& t- eMU ._ V..te& M lt .a.., - tM •Ul­

p\hao ..., .. .a. 
1 (1 ) (A) It tM ._ f4 • oll.ltaU• lMIOIM _,_ 

z.q 1, lMl, • •hl'lv .r wsa • - · , ..._ 1a 

lit• tlla hae ao, 1~. -· f4ter _._, tak, 

•"e•l"l ...... ·- -· • JriqlJlllol -· ... la ...... , 

... , .... " ... _. • •tviv, •u...., .u~.~au- o1oo111 

( .. h lat .... \ ...-1Joc for - pule& f4\ll' tllo .... ot 

"'= ollaap or 1- liO, 1~, Wlolwt•r h la\11') • ooa­

ol .. l'l& .. h....a f4\ll' .ull lat•r tate. 

1 (1) Ia till -• f4 • 1Ut,..U• h ..... f4\• tllo 

---· .... 1M ....,_ NT 1, lNl, .... •UlpU• 

oloal1 (M \1 la'-et eeen1ac fu .., ,.net f4ter z- 10, 

lNl) • _,,.....,. .. 1--' f4\lr ~ 10, ltU, lt .., 

Jllil't If tM Jl'll 11 Ia f4 till lo- If WI* tM •UltaU.. 

lo a ,.n, er 1t .., •UttaU• .t tM 1-, h -•teA 
....... ,._, -~ .r - .us.,..u ... -tart~ 

If 'lllllolo .. = .. ' .... - lat• ........... II., 1Nl. 

J'w \M JIU'PIMI If \1111 ...,........ p o ....... 1' 11, lNlo 

1.75 
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ltaUT 1, 194.2, liT ....... of noh o\ltcaUoa bolJIC 

.,.Ue4 for r-'-'loa la _..._• wl~ u.. tol'IOO 

\hereof .. \ho7 oxlah4 oa -'-•t dab, 

•<•> It aa o\11p.Uoa h hlftle4 aflor Jao 30, 

lKl (horolaaftor oalle4 'rotuou~~e o"llcaU•' ) , aal 

lf-

•(A) \lie hau of vbioh U h a -' 

(horolaaftor oal1o4 •- luut) h laiiiM tor 

\he poarpoao of reha41J1C - or ..... oWp.U•• 

(horolaaf\or cello4 °reha4o4 o\11p.Uoao•); -

1 (1) aU rafu4M o\11p.Uoaa MYo t ho -• 

o:10111pUoa uplraUoa date, aa 4oflao4 la ft\pu' .. 

crap!> <.r>; ...., 
1 (0) ao oblle&tloaa, ot her than \hooo ot tho 

aov hfto, Un boon hfto4 tor \he poarpooo of ro­

fwl41liC 111q ot tho ro,_e4 o "11e&U oaa : aal 

1 (D) tho --•• prlaolpol _, ot \he 

uv loru la aot la ozcou of t ho aaroca'- prlaotpol 

-tot tho reha4o4 o"ltcaUoae: -

1 (:1) latoroat •• ooola at tho r~ o"l1-

u ... o .... , (loT -.... ot nola o\ltcaUoa, bolliC 

oallo4 for r-'-'loa, ta -ordaaoo wl\h tho,.,_ 

thoroof •• thq oxloto4 oa __ , dah, or \he 

date of laau, vbiolwror h lolor) \o na apoa a 

dah ao\ aoro u..a ...... _,h e after tho uta qoa 

176 
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~oil 1aMrool oa \Ill rotllat1ac o\UpUoa 11oc1u 

\ o I"UI 11114 

• ( r ) i .aleroo\ oa Moll ot \be retuut obUP­

tiou, tor \be perie4 at \be olll. ot wllioh u caa111 

to ,.. lir r-• at no1t. call tor r~uoa, 11 

coaalclorlll ao i at oroo\ oa aa olllipUoa h- llotoro 

TvlT 1 , l.Ml; alll4 

•<•> \ be rot'Gacliac o\UpUoa, 1D Uo - · 

ola\ .. \Ill eu-pUoa o~ua\loa 4ato ot, alll4 1U&U­

t111, \Ill ~ ob~Uou1 .., 

• (B) \be 1atoroo\ ra\o oa \be roh&iJOC o\Up.­

Uou t or 1117 poriocl 11141ac oa or Woro \be -Uoa 

p:pl ra\ioa cla\o ot \be rattaad.o4 obUpUou h ao\ 

hilllor \baa \be 1a\oroo\ ra'• which aT ot \be ro­

t\aacllll o'bliC&U ou bed., or woa.l4 ( i t nell o'IIUpUoa 

bed. ao\ 'booa oalllcl t or ~Uoa) how bed., t or \be 

oorro~llcliac portoq 

\~loa \be rota.uac oblipUoa ollall 'bo cou!Aerlll u h .-& 

'botoro hlT 1 , l.Ml , u M 11 .ell at \be 111hroo\ ao - • 

tu 1117 por114 ..uac Wore u oa \M -uoa uplftUoa 

clo\o ot \llo ...,...._ obU•Uoao, alll4 olloll 111 oou~Aoro& 

... hRI4 at\er ,_ ao, l.Ml, •• , . \be ..-tiller at nell 

iDhroo\ . l'or \llo JI'U'JIIII of \hio ,....,..:p~~-

• (1 ) -ral oliU.Uou oball 111 couUorl4 

ao oae 18-, ~it _. 11 !.4oaUool wi\ll all 

1.?7 
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U.. oU..n la •nn \7, laknot 1'&\o, '- Ulll 

ooii41Uoao, aa4 rMUal8, 'ft\ \lot~ .. , U..\ ._ 

4-maauoao 41Uor, or \!Ia\- ue rochkro4 

aa4 - 1a ooapoa foro lball \1 41oro ...... o4, 

•(J) IJza.p\loa axplro\loa 4a\o' .... .__ 

•(t) wHh roopoo\ \o a I'I1I&8U4 o\U­

Uoa h...., ~oro hq 1, 1M1, tao. 4ak ttl 

•nrt\7 whloh \!Ia o'IIUpUoa MI. oa ,_ ao, 

l.Hl.t 

• (11) w1 \Ia roopoa\ \o a ratu414 o\U­

Uoa 11...., ~\ar ,_ 30, 1M1, tho 4ak ao 

of 'tlbioh lakroot \harooa ....U (lt U.. o'IIU­

catioA hat ""' \oaa oallo4 tor rol.oap\toa) 

haft cauo4 \o \1 oollo14orocl oo 111\oroot Oil 

..,. o'IIUptloa h.,.... ~oro holT 1, lKI..• 

Soc. 5. (a ) !rhe 11111 tocl &tatoo horo" ooaoo11\o t o U.. \uaUo11, 

UDdor u lDC- taz, of llltoroot "PP"• aD4 pill troa \ho oalo or 

o~r 41opoo1Uoll o~. oblicaUou 11..,... ~\ar 1 .. 30, 194.1, ._. 

\ho Vlli\14 Stat .. , &IV' !orrHoJ7 .r pooooooloa or poUUoal -

41'1'1ololl \horoot, U.. Diovto\ ~ Oola\ia, or.., ..-q ... ~ 

ot,...ta1U7 ~ .., oao or •ro ot \M ~orocolllCo llr .,. 4~ 

coooU t uto4 MzlllC -'laorl \7 baYillC ,tvlo41o\loa \o '-" -.1> 

loh r oot aa4 pill, tt .-~> -\loa 4ao0 ao\ 41oorlo4ato aptaot 

well l11toroot or pill llo '"" ot 1h -· !il.l oo-• ct.,.. 

l• thlo -\loll ehall ""' .Uoot \llooo o'lll1c&Uoao 1oou4 atM!r 

1?8 
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/ VIlli 30, lMl llblola ~ 11111h4 1\&\&a w &liT .,._7 Ill' 111A~ 

.. ,.uUt7 thoroof baa prior to Jluoo 30, 1941 coaat-te& \& h­

ot a tutv.ro 4ah vUb Reb \as U41111>tloa pri~lapa vUb raapoct 

10 tuaUoa b7 UT 8\ate, C.,..\7, 811a1o1pel1\7, Ill' local tutac 

aulb.orUT •• are pro~ded. 1a ~ law autbanllac \heir h-., 
11 ... 1111.14 a.ad -..ppla-\14. .u 1IMd. la tbla .u-uea, _..., 

or 1DOtnaMiltalH7 of ~ Ualtl4 l\&\11 lacl udea &liT oo~aUea 

ot lb.a Ulli\14 StatiO a.ad UT corporaU• or eaU\7 oroa\14 llr, 

orplllsl4 woler, or eatal>l1ebe4 plURI&t to authonv ooa\alae4 

1a, a:q .l.ot of Coacr-u. 

( ll) 1\>r the purpGMI of tb1a -\1-
(l) In 41\..-.lalac mather u oi>UpU• h 1111114 

attar .TUM 30, 1941, 1 t &ball lie cou14are4 to lie laoaa4 

athr wola 4a\e 1t UT part of tba ~at tbarotor h re­

ce1ft4 lr,r tba o1>11cor attar wo1a 4a\&, or bl1'N"7 tbaroof 

1o -e&e lr,r ~ oi>Ucor atter nob 4a\&. 

(2) Ol>l1p\lou 11h1oll ..,.,17 replaoe loet, -ttlatl4, 

4etacl4, or 41atro714 oi>UpUeu, or oi>Upu .... of larpr 

er aallar 4a~auo,.., a.ad oi>Uptlou 1a rocl•kro4 

fora or with CO'IIpOU 11hlola ..,..17 replMa el>l1pU .... with 

collpOaa or 1a rocl•\&1'14 tara, llbal.l lie -W • • 1t \baT 

vero \ba ol>llpUou Hp1Ma4. 

(o) !be pro~a1ou of tbia -uoa abal.l, with roapoot to 

~ obUpUoa, lie ooaa14erl4 a• -lllla\o"7 of allll ""PP~a\&"7 

lo lhe roapooUn .l.o\1 or parh ot .M\a •tllorislal *' h- of 

~ ol>l1puoa u -ldall allll nppl-W• 

• 

1?9 
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R.M.Jr: 

Pruton 
Delano: 

H.M.Jr: 

J): 

B.M.Jr: 

J) : 

H.M.Jr: 

D: 

H. M.Jr : 

R.M.Jr: 

J): 

B.M.Jr: 

D· 

R. II.Jr: 

D: 

R.M.Jr: 

Bello. 

Hello, Sir. 

.T&II'II&J'f 22. 1~1 
3t 29 p.a. 

Delano, Speaker Ra7b~rn J~•t oalled •• ~P 
and he .. ,. 70~ ' u sot a Ob1et lxuiner 
down in Dallae b7 tbt naae ot Collier. 

!hat ' • right. 

Be ' • 70, he'e YerJ hard ot hurlq, and 
he 1 e golng to ret ire. 

!hat · e rllbt. We ' re plaMinc on r etlrlng 
hla. Be .. nte to oont1nue but I thlnk ve 
vlll retire hla. 

Ba•e JOU picked 111• •~oceeeor? 

No, ve haYen't . 

Ba•e 70~ e•er heard ot a •an b7 the naae ot 
8anel1nt 

Yea, he 1e down t here. 

X. he an:r good? 

Be'e a good aan. 

X. he good? 

Yeah. 

180 

You're eure he'• good. I •ean, he'• all right . 

A• t•r•• I &nov he ie. Nov I'•• been con­
duot1ng a ••rJ oaretul ex .. 1nat1on into 111a, 
Mr. 8eoretar:r, beoa~•e I wanted t o be •~•· 
!here 1e eo•e pr•••~r• t o haYt 111• appointed. 

Well, a11 th1nc• be1nc eq~l , it 7ou oould 
appoint 1118, 1t would aake 8u Jla:rlNrn 't'trf 
happ,. 
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D: 

K.M .Jr: 

D: 

B.M.Jr : 

D: 

- 2 -

Be'• oalled •• too JOU know, and I appreolate 
that. I wae co1nc to talk 1t onr wlth JOu 
bet ore I 41d an,th1nc. 

Well, the 8peaker 1e ooalnc 1n here at 9:)0 
toaorrow. I don't want to rueb JOU but 1t 
JOU d1d know between now and toaorrow aorn1nc 
1t would be helpful. 

All r1Cht, e1r. I'll go r1Cbt after 1t. 

!ban)t JOU. 

IU.Cht-o. 

181 
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rr 1'1, lMl 

()n 'l'hUI'Idq, J...-.z'f 2S, &t 1130 p.a., S.trete.rr 

loiDrguthala a cl Ed folq attade4 a -till of tu SIM~tt .. 

o! the Saate c-ltt .. • fOI'e1p Ralathu •lltd 0, CbalP­

aa George, 1a tu co.~tt .. a- 1a tbe Capitol. otlaen 

pr .. ut wre S.cretvl .. lblll, stl.ua Del bu, SaatOI'I 

George, llanl_, ea-n,, Jo!e=sa ac1 La follette. 

Suator Georp UllO-M that tu pvpoee o! the -uac 
• • to dhcu" t.PPU~UUh Del proetav.. !01' the l!urillp 

before the tu.ll C...S.ttee on the Leaat-lADd Blll which were to 

co-11Co ou 'Vcmd•T• JD11&17 Z7, at 1.0.00 a.a., 1D tho Daoentlo 

CaUc;\11 lloca 1a the Sell&te Of!lco Bldldiac• !1 IIJUORM tbet 

!Aeret&!7 1!1111 be the t1r1t witne11, to 'be toll .... 0, Surot&f'l 

lrorpnthu. 

Soaator Georp -.1.4 that elaoo tu SeDate JIMrbp...,. 

foll~~~rbi 00 elo••lJ' Oil tha uole of tho a- i ouiAp, .. 

Dft !oral etat-te wn .... , aq ad that tha wibluoa 

pro••nt th ... ob .. f• qu .. uoa1q. HweYor, ha thnght U• 

would be .... a bf hl.rtag oaeh wituu 111111 d.- twa\7 OP 

twlllty- f h'o copio1 of hla tonal atat-t to tu llGuo c-ltt .. 

10 tho S...to c-lttoo .-bore II01Il.d han a OfJAttal\f to 
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pei"'IN the •tat-h prl• te tM .... .., et tM .... lllp 

• l~DM.q. s. ... taq • awta.a ,.~ ..t tut u w 
a111lmtted. 110 t..-1 .ta~t te tiM ..... s-t• 2nrp 

l&icl a4IJ' thoH olr-tuHI lt ...U ..t M MIIIIU'7 f• 

b.1a to • ..a ~ 11at 'be ,.,,...... tl ,.. .. t ~ n-w 

tablA• Ull data te tM t.11 c..ltt.. .._ u ana.-.. 
SocNtarr r.. .U U..t 1t .. _,..,. t• k1a te 

be 1Ja CIL1oqe - ..... ~ ... , ••• ... .... u.-
CUI1GII U to -.J..r .5MNtaJ7 IMK ..U &jJ liP ..... ef 

S.cratlrJ St~ aa !'MIC1q 11 tkt ll• alpt tMp Jab 

eapcunta, w a,... tft• M retv.H • h14fir. Slat. 

O.orp a14 hi ...U 1.-n 1t taatatlnq f• S...tarll• 

lllall ..a .,.patlaaa to &])pMr • • lq aM IMI ad' st1 1 a 

• fllllclq. B nv, Seat. Oaup -.li 1t U... _. Ulap 

1t -u M pe~al"-e fw S...taq r.. te ..., Ja1a "'' •• 

QPCtMat a4 &Ji liP .... M NtC do 

s-t ........ u. ..... 1t Sewetaq J.l• ... -- .u .. 

1Ja the ..... .. .... tell ta.at S....tarJ ~-· ... -
appe...a .. • wit.. .. w... tM ..... c-~u ... • _.. • 
flartb• IIICP•tl-. 

St•t.. Ourp .U • -.t ..t ia1q att "su .t 
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It_,..,... tkt --• n"+"=» .. I ta I ap 
...u" ••'• , .. ,_ _ _. • a , '• 

lndtr flap a I I •• ~ u .. -.u .... a .... 

ollren el ..... ' " te ' Qs ' .. 'a 1 ... " a .. 
t• ~ • tM 1111. • I 1 a all.. lui .. .._a 
Wiet a,1 tt• el tile lll1. a Mu ula el Ita 1 ' tltu 

U-.lltTe _. a & 11 ,. f/6 • ,.,,,. _. tM as. .. 
M~ lirU..Jil1. ... ~SU I ....... a I p 

tMt =-• 11111l " .. au a ,.._. .. .-s.w. ..... 

••• 

Clai$lal .. ) I. a. r., lr. 

lllrlr.1Yla - l,/27/U 
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H.K.Jr: 

George 
llaae: 

H.K.Jr: 

H: 

H.M.Jr: 

H: 

Januar7 23, l~l 
4:15 p. a . 

When )'OU and I ueed to be over at Fare Credi t 
there wae a tallow b)' the name ot Ceapbell, 
the wheat king, I loaned h1a 115,000 to 
bU)' gaeoline to barveet hie 10,000 aoree ot 
wheat. He aleo tailed a nd I think owee 
National Cit)' 11 million or more. Aek rara 
Credit it the)' oould give )'OU hie whole 
h1etor,. ot Caapbell, the wheat aan. 

Yeah. 

Down to date it the)' have it. 

Fro• the beginning right on down. 

Yeah, and get h11 inooaa ta.x etateaent tor 
the laat three or t our yeare. 

Yeah. I' l l do that. Do you have any dead­
line on itt 

...... ..... 
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H. M.Jr: 

Operator: 

H.M.Jr: 

Felix 
rrankturter: 

H.M.Jr: 

P: 

H. M.Jr : 

P: 

H.M.Jr : 

r: 

H.M.Jr: 

r : 

R. M.Jr: 

r: 

R. M.Jr : 

P: 

R.M.Jr: 

r : 

R.II . Jr: ,. 

J&nlaiii'J 2), l~l 
4:27 p.a. 

Ballo. 

Juatloa rrankturtar. 

Hello. 

RtnrJ. 

Well , I ate JOU 1Ta b .. n atteottn aa ua~aal . 
Whu a aan! 

What are 70u talkins abouU 

Aoheaon. 

That'• Tel')' good, 1tn 1 t 1t' 

I Juet got back after being out tor t our 
hour• and I expect t o cell h1a now. 

Good tor 70u. Henr, . 

Yea, e1r. 

!wo th1nge. One, I ooncratulate 7ou on 
tr71ng to a&ke a atateaaan out of a !exae 
pawnbroker. 

Oh, Jou heard about 1t. 

8&7 we're on the 8upreat Court. ••' •e got 
a CJeetapo. 

Ran JOU heard about 1 t1 

Yeah. 

Itn 1t 1t aarTaloua' 

It oarta1nl7 la. J o. 2 - that'• ••rJ, ••1'1· 
••r1 1.portant. J o, 2 , Banr,, about London. 

Yeah. 

I don't know ~t the lataet t1tlallt1on le 
but I'a aaklng two auuapt1ona at a reault 
ot a recant talk. 

• 
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H.M.Jr: 

r : 

H.M.Jr : 

r : 

H. H.Jr: 

r : 
R.M.Jr : 

F: 

H.M.Jr: 

r : 

H. M. Jr: ,. 

H. M.Jr : 

r : 

- 2 -

leah. 

One, that Bill Will&llt 11 aoinc an4 two, _ 
I ••an that it'• planne4, an4 .__ ·~-

-·~-· ... I •~, •-t --..- • -•n t happene4 Jet, hae it? 

llo, 

AD4 the other 1e AYerlll llarriaan. 
You know about thatf 

Well, I hear4 about it. I'• not at all 
ora&J about it. · 

lo. 

tou kn.ow who I •uat~tt4t 

I 411. !hat '• wb;F I'a talkiftl t o 7011 -
John W1le7. 

That 1 • r1sht. 

low lieten. You're going to eee the Pree14ent 
at leaet twioe to4aJ ••••• 

Onoe aore. 

Onoe aore an4 7ou' re goinc t o talk to b1a 
.. ,be eight t1a11 an4 I 1 4 like to peel on a 
p1eoe ot 1Dro!'Mt1on t o 7011 that JOU .., uee. 

Be reallJ oucht to een4 J Our un t o Lon40n 
ae Jl1n1eter. Be oiiCht to ltn4 ha Jalt 
beoaatl he'e .. n41ncW1nant, wbOII I know 'fer,, 
••n, ••n well . Be'• a ••rJ 4ear an4 ol4 
tr1en4 ot •1 w1te an4 aine an4 I know b1e 
tine haM.n qulUiee u4 aleo hie 11a1tat1one, 
an4 John W1le7 woul4 tit in beaut1tullJ. low, 
I ba'fe 8'fer7 reaeon tor bel1eY1ng throi!Cb a ••••aa• that oaae to ae troa an 1nterae41arJ 
that A•er111 Harr18&0 4oeen't want to SO •• 
a Jl1n1eter. Be want• to SO• but not •• a 
Min1eter. Be woul4 teal reetr1ote4. Hf'4 
like to 10 tree, not ae Aabaeea4or. He 4 
like to Juet 10· hat Juet eo .. th1DC -
nothinc - Juet 10• In taot he 4oeen't want 
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H.M.Jr: 

r: 

H.M.Jr : 

f' : 

H. M.Jr: 

F: 

R.M. Jr: 

F: 

H.M.Jr: 

r : 

H.II.Jr: 

F· 

H. K.Jr: 

H.M.Jr: 

F: 

H.M.Jr: 

- ) -
to fO aa a Minieter. Now I wonder why that 
i en t an ideal arrangement, to he.'re John Wi nant 
go aa Aabaaeador and haYe AYerill B&rriaan go 
ae coneultant at large and make John Wiley 
Minlllter. I thought you ought to know that 
Averill Harriman ie moet unwilling to go aa 
a Miniater. He wanta to go but not ae a 
Minieter. 

I aea. 

Vbet'a the trouble with Wiley? 

With Wiley? No trouble. 

I mean, wbat 'e the oppoaition t 

Well, they don't l11r.e b1m. He'• a New Dealer, 
be's tor RooeeYelt. 

Who? 

John W1le7. 

Who doean't like b1m? 

I don't ltnow. 

I tbo.ught that Rooeeult was making the 
appointment. 

Well, I'm Juet quoting Rooeevelt. I mean, 
Rooaevelt aaid to •e yeaterd&y, they tb1nlr. -
what be aaid wae that aYerywhere that Wiley 
goes, there'• trouble, wb1ob ia damn noneenee 
and the President aaye eo. 

Well , I thought that Rooee•elt wee appointing 
thaaa people. Am I wrong about that? 

I tbinlt you are. 

I u wrong. 

Yeah. 

(Laughs) . Well, one l1Yee and learns. 

You' re telling ••· 
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f : 

H.N.Jr: 

f : 

R.H.Jr : 

f : 

R. N.Jr: 

1': 

R.N.J r : 

F: 

H. M.Jr: 

I'· 

R.M.Jr : 

f' : 

H. H.Jr: 

··: 

R.M.Jr : 

- ~ -

God, wollldn 't 70u like to be elected t or 1:he 
!hird Tera and haTe eo•e appo1nt•ente to 
ll&ket (LaUCh•) . 

1.89 

Well , I aak .,.aelt •orn1ng, noon, and afternoon 
who won the elect1ont ' 

Well, 1t .. ,. aake a difference, but it'• 
pertectl7 abeurd, eerioue17 epeak1ng. !bat'• 
a •oat ri41culoue argu.ent. Moet r141culoue 
argu.ent. 

Yeah, and th1e idea or un41ng ov Aabaeeador 
to Cuba OTer there, I tbinlt 1 t '• terrible. 

Well, I 1:h1nk1bat'e out. Henr,., 1n Tin ot 
what JOU ea1d, wi l l 70u t1nd out tor •e 
whether I'd better reeign or let John P.•i• 
tue .,. place? 

(Laughs). Thle ie a bad hour to p1ok on •e, 
r elh:? 

WhJ? 

rro. 4:00 to 5:00 ie .,. loweet hour. 

I'• not picking on 7ou, I'• p1nlt1ng on eo•e­
bodJ elee. 

Yea, JOU are. I baTe no co•ebanlt. Iou win. 

I'• not p1ck1ng on JOU, I '• eer1oue. 

I ree t .,. caee. 

I called JOU up baoauee I thought tbera wae 
a chance - I reel Ter,. etronsl7 about John 
W1leJ. 

Well , ae ueual, JOU and I are together. 

leah. Well , I thoUfht JOU aight baTe a 
to talk to h1a and hll h1a that. TbU 
happened toda7 - about ATer1ll. 

chance 

I don't know whether .,. pronunciation ie 
getting good, but we're a couple ot aockere, 
11 that l"lghtt 
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r : 

R.M.Jr : 

f: 

K.M.Jr: 

r: 
B.M.Jr : 

r: 

H. N.Jr: 

r: 

H.M.Jr: 

r : 

H.M.Jr : 

- 5-

0. K. 

Well, Renrr, 7ou oan ooun\ on tbat be1ac 
abeolutelJ true, \bat AYer1ll Rarr1•an doea 
not want to so •• a M1n1ater and tbat he'll 
go if he'• Ju•t aent at larae. 

Well, don ' t lean too heaY117 on •• beoauae 
I doubt 1f I set a obanoe to talk to the 
Prea1dent tonight. 

Well, I didn't •ean tonight - ..,be toaorrow. 

All right. 

And ao•ethln& 1a holdln& the th1nc up &nJhow. 

R1sht. 

Well, 7ou so in and baYe a re•t before 7our 
dinner. 

!hank JOU, 

Good, Renr7. 

Good-bye. 

1.90 

Regraded Unclassified



Leon 
8endereon: 

8.11.JI'I 

B: 

8.11.Jr: 

8: 

B.M.Jr: 

B: 

B. II . Jr: 

B: 

B.II.Jr: 

R: 

H.M. Jr : 

B: 

B. ll. Jr: 

B: 

8.11. Jr: 

Operator: 

8,11.Jr: 

8: 

8.11.Jr: 

R: 

8. 11 . Jr: 

8: 

Ba7, I'a pine a-1 Waol'J'OW nip' -

Yah. 

tor ••••l'Al waaka. 

Yah. 

And- hera'• what I- aa a peraoD&l ta•or, 
hera'• what I wiab 10u1d 4o tor ••· 

What'• that' 

I'd 11.kt to ha•a Dna Ginabura and John Baa 
who are goinc to ba in obal-&e whlh I'a gone -

Yeh. 

- that will ba John Baa aa the Deput7 -

Yeh. 

- ba able to oall JOU up when thera 'e an7 threat 
againat a, D1•iaion, aa there'• lik1l7 to ba 
when I get out ot town, and ooae o•er and tell 
JOU about it and alao ooae and talk to 10u lt 
we get into 1n1 tough a1tuationa. 

Wall I oonaider it a great ooapliaant. ­

I1d -

- that JOU Juat paid ••· 

I 14 -

l 111 i''' a great ooapl1aant. 
7 

Ballo. 

Yah. 

I oonai4ar 1t a ooapl1aant. 

Wall thanke, that. plaaeee •• ••1'1 ••1'1 auoh. 

Bura, I'll -toh 1t tor JOU, 

19.1 

!beea tallowe - there are th1,• ping on - that , 
1t I eta7ad around I'd Juat - 14 Juet buck, that • 
all. 
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B.II.Jr: 

H: 

H.II.Jr: 

H: 

H.II.Jr: 

8: 

R. II.Jr: 

H: 

H.M.Jr: 

R: 

!I.M.Jr: 

!1: 

H. M. Jr: 

!1: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

- 2-

Well -

And eo far, they'Te left ., DiTieion alone and 
I'• juat full of it and I'd better get to hell 
out. 

Well, you tell thea ani t1ae they're worried while 
I'• here to ooae oTer and eee ae. 

All right. I'll tell thea - auppoee I drop a note 
10 that they oan get through to JOU if the7 baTe to. 

That'• all right. 

192 

All right. I'll lea•• word. And when you -
eay, JOU know that luaber obart that George prepared 
t or 7out 

Ieh. 

I bad it photoetated. 
it the day I went down 
people. 

Yeh. 

I bad on a running uta of 
and talked to the luaber 

You'll eee it in the paper. Well , I told thea 
the only thing I underatood waa the prioe aituation 
and - I aaid to the Cbairaan - 'Ha•e 70u aeen thiat• 
He aaid, 1 0h yee, oh yea.• 1 Well, 1 I aaid, 1 the 
newepaper men baTen't.• So I gaTe thea all copiea. 

Yea. 

And then I told thea what we were going to do -
what I waa going to do if lumber prioea didn't coae 
down eoae more. And JOu 1l l probably aee about it-

I'•• aeen it on the ticker and I'• tickled to death. 
I think it' e wonderful. 

I gaTe all (Laugba) - I ga•e eTerybodT in eight a 
copy (Laughe) -

Wonderful. 

- ot George's oh&rt eo that tbere would be no doubt 
about it. 

If JOU haTe tiae, call up George and tell bia. 

Well , John Baa 1a going to do it, JOU aee, beoauae 
I want George and bia to be en rapport. 
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B.I • .Jr: 

- 3-
Ooo4. ~, ..... u. 

HI AU npt, ....,. 

B. JC • .Jr: 

8: 

B. JC • .Jr: 

1: 

0.\ -· ... ,. 

All 11'1p\. 

loo4 b7•· ., .. 

-
.. 
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THE ADVISORY COMMISSION TO THE COUNCIL OF NATIONAL DEfENSE 
FEDERAL RESERVE BUILDING 

WASHINGTON, D. C. 

Tho Honorable 
Hoary Uorsonthau, Jr. 
Socrotary ot tho TroAoury 
Waohington, D. C. 

JAnuary 16, 1941 

In your letter ot Doc•bn 23, 1940, on tho 
oubJoct ot luabor pricoo And grado aorkiAg, you collod 
~ atteotion to the tact thAt rogulotiono of tho Procure­
lltnt DiYioion prOYido complete tlold.bility in tho buio 
of lUIIbor opeciticationo uood by Gonrnaont buying agoncioo. 
Sinco thon I have gono into tho •tter A little turthor and 
tind that whil e agencioo may depart !rom t ho opocificatiooo, 
they aro loath to do oo without •oro pooiti•o ouggootiono 
tro• tho Procurement DiYioion . 

In keeping with thie thought it hao been ouggeotod 
that printo 1nopoction agoncioo othor than thooe .. nuonod 
in tho opecificAti011o bo pemittod 011 Appronl of tho Procure­
mont DiYioion, And thAt tho Procur ... at Di•ioion ma1nta1n a 
H ot or ouch approTOd prhato inopoctiOII agoncioa, notifying 
all con otructing a gencieo or ouch a liot. llr. llact ud 
llr. Loro.ro han indicated that they would !nor •intaining 
a Hot of appro .. d inopoction agoncioo it you appr01'o. I 
think t !Uo will han a greater boariog .., purchaooo in tho 
Muro oinco tho lim. tod approYod inopoct iODo n .. contAined 
in tho opoci!icationo, which baYO rightly or wr011gly booa 
accepted ao the cotly oourcoo , ban bad a tendency to -.inta1n 
cortaio W>dooirablo toatureo in tho 1\ftbtr ootup. 

' 

S1ncoroly youro, 
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Ia J 831 lMl 

"-'* '" , .. .,_ 1•"• ., ~--­
.,., 91. 

I .. I'J,ad to ROte tbe .Utwa .... 
._ prtoeo et 1.-.. at au. r- M M -
,_ .. , a ....... JaftMI'J '""· 

x-. -'-'LF. 

f .... ) ... nZIIIIIIPIIIe.s,h . 

lip, 1¢, A, l .. rPl_,., 
Iadtu\1'1&1 llatel'lalo DlYlsl•, 
A4't11101'f 0-'••1• to .,.. 
Oouell of laU_,_ Dehaoe, 
• aell1¢11ttea, D. 0. 
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• 

THE ADVISORY COMMISSION TO THE COUNCIL OF NATIONAL DEFENSE 

WASHINGTllll. D. C. 

• 

J'IJIU1.17 21, 194l 

Honorable Hoary Korgonthan, Jr 
Socret1.r7 of the Treuury 
1'reu\U'7 Dopartaont 
1JoabiDgton, D. C. 

Dear llr. Secret1.r7: 

Xnowing of TOUT personal interest ln the 
~ueation of lumber prices, I ea enclosing for 
T OUT 1nfonaat1on a tabulation cocparing tho 
deli nred prices of certain tTPes or l1111ber 
tor Cup Xnox, conring purohasea m&de November 
6 and J'&DU&r7 15. 

1.e~~~-"' --
1J. '. Barrill&ll 
Induatri&l llateri&la Dhialon 

Encloaure 

~· 
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Com·ear1aon of De livered Prices on C!l§ Knox 

1940 

- 8 - 16 $)4 . 25 $29. 91 - 4. )4 

- 10 - 16 )4 . 46 )0. 02 - 4 .44 

- 10 - 16 )6. 40 )2. 90 - ) . 50 

- 12 - 16 )7 . 48 )1 . 50 - 5.98 

· <0 4) . 50 41. 50 - 2. 00 

• 12 - 1e 40. 48 )4 . 75 - 5. 7) 

- (I ~G )7 . 16 )4 . 14 - ) .02 

• E • 10 - 12 SI.S or T.!<G )7 . 1) )4. 22 - 2.91 

Crop Sicln~ H05 )8. 80 )4 . 70 - 4.10 

)4. 88 )0. 2) - 4 . 65 
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..... I . B. Roclle7 

202 

TREASURY DEPARTMENT 

INTift OI'P'lCC COMNUNICATION 

D.t.n Jaau&f7 23, 194t 

Kart.t Kettaatte oo lew lot t 

SalOOIOD Broo. 

Dloe"""t Corp. 

Dnlae 

100.12-1& 

100.16-20 

100.13 

• 

) 

10:15 .1.. 11. 
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~""'t"&f. _____ ....:., _ __ ~ ____ __,,__ 

JT 

Secretary of St&t c , 

Wuhicgton. 

266, twcnty-tbi.r d. 

FOR TRUStlRY. 

PL.lii 

LOIIDO. 

Dt.hd January 23 1 1941 

Rco' d 4:17 p. m. 

203 .,/ 

llr. Bevin ' s spnch in the: Oommona on Wcdnuday 

(e. s=a.ry of which is lxicg oe.bbd tomorrow) e.nd thl: two 

de.ys ' dc:be.tc: which was repl ied to yesterday by the Prime: , 

1!1n1stc: r co'"nd production and manpower policy, the usc: 

of compulsory powers and the: nc:w mt.obinc:ry coamc:ntc:d upon 

i n the Embaesy1 e tc:lc:gram Bo. 58 of January 7 , the: announce-

ment of the: l t.ttEr having bun ma~ during the: Pt.rllamc:nt uy 

recess and the: rc:&etion to it h&vicg indio&tc:d th&t anxiety 

rrgarding the: govc:~nt' • polioy on manpower, production 

e:~d wagu was s till rtdceprc:&d, lent epcoi&l iJQPOrtan~ to 

the: dc be.tc. The: Prime: K.iniatc:r'a luoid c:xplane.tion of t ha: 

fact that it tab:a tilll£ t o build and eQuip fe.otoriu , many 

of Which arc: now coming or &bout to oomor into production-, 

rxplo.ine much of tho: apparent ~l&y in compe lling the: 

closing down of non-c:sacnti&l indultriore and th£ t r nnafc:r 

of labor to mWd.tiona and &i r or&ft , eto. production, while 

lkvinl a 
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BEvin ' s outlinE of plana for industrial registration, th~ 

usc of women labor, restriction of d ismiesals from nation­

ally important works , ~aonncl management, Etc, has b<<n 

wcloomcd, (though it is strangely reminiscent of co~t­

l< BB editorials published 1n the early W<EkB of war) , 

!iis atatcmcnt that tho: ro:acrvoir of workErs, so far as men 

e..rc conccrncd 0 1s practically dry• is significant but 

renders tho: still publishEd though misleading unrmploymcnt 

returns even men mcaningl•sS than was thought, Though 

his plana contain some instanoca of the us• of compUlsion, 

such as th£ ordcr about to be issued which will forbi d 

employers to dismiss workers and workers to l EaVE jobs 

in e. •national industry• (to be d£f1ncd in t hE ord~:r) his 

prefcrcno~ to usc compulsory powe r s •morc in a directory 

acnae than in 'IIIla t is generally understood to be thE 

compulsory acne•• leaves moat of his critics unsatisfied, 

<CPEoially in view of his statements regarding WagEBo He 

said, •To those who suggest there is no wag• policy, my 

reply is that a wise step was taken in rclyi.ng on th£ 

sensr of responsibility of the organizat ions in industry, 

WagD-ncgotia ting machinery bas becn expanded enormously in 

thr last quarter of a century, That acnae of rcaponsibility 

is made cvidcnt by tho: careful ooneidcration givrn by thcae 

bodies to o:aoh adjuntmcnt which hoe bun made , and 

honornblc mcmbrrs Will be interested to oomparo: th< increase 

of 

• 
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- 3- 366, January 33, from London 

of wage rates eo tar granted with the ooet-of- Uving 

increase . '/!ego: rato:s should not be contused with carn1Jl8e; 

where workpo:oplo: inorcuc their ca.rn1Jl8a u a rceult of 

inorrucd production that is a th1Jl8 Which ought to be 

encouraged. • lk urged thai: oondit1ons ot labor and 

diffcrcncu 1n wage l:&Lece also bad to be considEred IUld 

claimed t hat the wages and arbitra tion ordEr bas prEVEnted 

stoppages •one of the gro:atut teatuonics to the wisdom 

of the policy tollowo:d•. lk oonaluckd hia remarks on wegu 

as followe: •Another advantage of thie procedure ie that 

1 t ie not etatio. The partiu arc now considEring whet her 

the re ehould be any change in method, and in handling this 

Question i t ie caecntial that the stato: and induetry ehould 

march togo:ther and maintain mutual oontidenoc. PErsonally 

I am not attracted by the idEa of creating a condition which 

l eads to t1&88 ~mmt in wegu and pollt1o&l erttl cmcnt. • 

~esc few go:ncr&l i tice on the wagca qucetion tcnd only to 

inorcastr the anxio:ty regarding prospects of an intl&tionary 

Priotr r1ec {which bu bun t~ntly JKntiono:d in thcec 

tcltrgrame recently, ace Boa. 3945 of November 4, 3978 of 

D•crmbcr 6 , 1940 and 41 of January 6 and 58 of January 7, 

1941). An cxamplo: of typioal pruo co~DDCnt is the follo .. 

ing f rom the K4!1CIIE8TER OU4RDI.U ot JanU~UY 33: "'lr. 

Bcvin1a ab:tcby epco:ob would appear to btr • omo: tb1Jl8 of a 

stoPgap, OtherwiSE it ie inorcdiblE t hat he ebould bavr 

omitto:d 

• 
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omitted to say anything of thE effcoto on t he non-war 

industrieo and that be should run away from a dEclaration 

on wage pol icy. Th•rc is , or should bc , a clear 

connection betweEn the indefini t cly EXPansible •arningo 

of munition workers (which Yr . Bevin professes to r egard 

with web pLEasure) and thE gradue.l otrangling of tho: 

industr iES making consumer goods on Which thE mun1 tion 

wor kers will try t o spend their monEy~. FUrthermore the 

nature of Yr. Bevin's s t atement on wagco must b.: regardEd 

as particularly s ignificant in view of t oday's announcc­

mrnt of the National Arbitration Tribunal' s decision t hat 

an addition of 3s. 6d. per wuk should b• made to the 

206 

wages of cnginccring and shipbuilding workers , (the former ' s 

d<mL~d f or lOs. and the l attEr 's for 12s. had bEen re jected 

by the employers on thE grounds that tbr incrEases would 

b.: contrary to the national inh r ret) . .t.s a TDLES editorial 

pointe out today, thE tribtmal gave no to:asone Whatever 

for its decision. Did it overrule t he empl oyer s ' objection, 

regard t hat considrr ation as outs ide ita jurisdiction , or 

was i ta decision based on the desirability of attracting 

labor t o these two particular industries? "There bas been 

no endeavor to l ay the foundations of a national wages 

policy (or, if there bas, it i s a ecorct), and according 

to llr . Bo:vin, a national wagu policy 18 not desired by 

the government. Without doubt the tribunal's decision wUl 

give 
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give an i!llpu1St: to a ecrit:a ot wage a,pplioatione which 

may spread through induatry and enter into cost ot living 

and thud give riac to further wage inorcaeea and so 

&d i ntinit\111 - or to intlation. 1 Indeed the whol£ 

govcrn=ent position aa put by Kr. Bevin and the PriiDc 

ll inistcr bimsclt, 01111 t e any rete renee to the problEm ot 

inflation or t o any aapcota ot the tinanoial situat i on. 

\Ybi l c admittedly f inance must be regarded aa acoondary 

t o t he vital probl£1!18 ot physioal production, th~: avoidance 

ot an inflationary illlpctua il now bcoODiing inor £&eingly 

urgent as shop shortag£s arc beoCD~ing prrvalcnt and the 

cost ot living continUEs to increase. Evrn it tbr 

governmrnt ia relying UPOn the tull iDIP60t ot the purchase 

tax and tbt: shortagce ot many artiolca in the shops to 

t oror curtailment ot oOnBUD~ption, there sc~a to be no 

ground tor IJIU'POsing that ourtail•nt ot the spending ot 

t he rising DIOncy wagce will result or that savingo rtll 

not inoreaae proportionately. 

( EliD SEal'IOJI OJIE) 

JOUR SOl 

WSB 
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PARAPHRASE, S!:C'I'ION 'l'VO, '1'EL&OI\AM 110, ~!j$11 or 
JIUluary ~. 1941, trom the Aaerloan Elobaae,., London 

Doubtless the Govsrrunen t ie tully aware of all th.e 

t ao tora i nvolved; however, up to the present it baa not 

seen tit to recognize publicly that financial polio7 

inevitably has tarreaohlng etteote on eoonomlo problema, 

and that all economic problema have their financial aspect. 

The oritioe ot the Government aeeume thle interrelation 

in urging the case tor eoonolllo ooordlnaUon, but their 

arguments so tar have been tor the moat part ignored both 

in the formulation ot poliOJ and 1n the compoa1t1on of t he 

machinery. 

END OF MESSAGE. 

JOHIISON • 

. . ~ 
EA:LW 
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DATE: 

NO.: 

A.aer1oan Blabaee7, (Pari e) Y1ob7 

Januar)' 23, l9.U, noon 

lleo1d 1!1 215 a.m., Jl!l. 2' · 

9' 

As the Embaaey prev1ouel7 1nforaed the Department, 

the Germane poetponed until the th1rt)"-firet of JanU8J7 

the date on vhloh th17 Will begin to open eatet,. deposit 

boxee in the occupied territorr b7 force. When the boxes 

are opened, gold, foreign curreno7, an4 unset precioue 

a tones which are found in the boxee voluntarily opened 

tor examination are eat aeide in a epeoial blocked deposit 

with the bank where the holder hae hi s box. The German 

authoritiee have t he 1right • to requie1t1on those hold1nge, 

and they can pay tor thea, at pricee fixed b7 themselves, 

in French trance, 

It 1a etated bJ the rinanoe 1Unietr1 and the V1eb7 

r epresentative of banks which have br anohee 1n the oooup1ed 

zone, that the Germane have not up to the present, with 

the exception of a few ieolated 1netanoee, -·gun to 

r equ1e1 t1on the gold aeouri t111 and other i teae found 1n 

the boxee, However, it hae been neoeeearr for the 

inbabi tante of the •annexed • provlnoee of Aleaoe-Lorra1ne 

to turn over the gold, foreign exchange and f oreign eeouritiee 

wh1oh the7 held, OOIIPl11ng with the regullt.tione which are 

in forc e in Gel'll&ll)' 1 teelf. 

!he 
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The Embaae7 baa been making ettorta to get 1ntoraat1on 

cbout the aatety depos1t boxea 1n the Netherlands and 1n 

Belg1ua. It 1s probable that the 1ntormat1on Gover1ng 

llonray and Denmark 18 not obtainable here 1n ViehJ' . END 

MESSAGE. 

LEAHY. 

E.l:LWW 

• 
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1.-, a, lMl 

tho Hooorablo \ho Socre\aJ7 of \ho !reaaW7 ad eacloooo 

herewi th eoploo of tho paraphraao of a \ol~CTaa reco1Y04 

troe \ho .berlcu Cou.U.\o Qe11oral a\ lllaDcha1, cla\e4 

IUUM'f 11, 19'1, coKo~ rwaoro \o \ho oftoc\ U:a\ 

\ho Ohillooo f111uc1al av.\horU1oo - requeo\ \he -'-r1cu 

Tr oo.oVT \o trouo prin\o Ohiuoo dollar hol41JICO. 

hcloouro• 

:rr. Shn:~Mt, uo. n. 
1.-, 17, lMl. 
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aiUIIIIAD til ft!.Mit¥ lanD 

noll .U.rte. 0..-.la .. h•nl, 

Dl!ll 1.....-q 17, lMl, a,.. .. 
10, I 77, 

In coueotioa with rewrreat ruon \he\ fla&Dclal au\horU1H 

ot Chloe UT req~Wo\ \he UaUe4 1\at .. 'rroaoVJ to treoae prha\e 

Ch1o••• bold1oc- 1a \he Uo1\ed S\a\eo ot Ua1te4 Stateo dollaro 1a 

ord.er to prepare tor pooolble oaUou11 .. Uoa ot ouch flm4a, or ''­

pl'n'UUoa of t» &Oilulr .. ot of Ual\ed S\aho dollar oxcheJtce thrwcb 

the •lfd>eace MJ'ht 1o ~"••che' "tv t» l&Jli.M" or poppet nt;!Mo 

'baAkero thet ~ auch acUoc 1a taba 1\ would not pron to be etfeoUw. 

'l'beoe 'ballltlon •atalo \he\ pracUoalq all of \he lercor Ua1\e4 Stat•• 

dollar aocO\lDh 1D Alllr1eao baDita bel4 "tv p wr-a\ off1elall ot 

Cb1aa , woal\h:Y 1a41Y14uala ao4 loa41nc o-ro1al beab alraaq hew 

beea \raaoterre4 \o the ooaiul oro41\ ot t1Daaclal 1Dot1tuUou 1D 

.bor1caa or aaUoaalo of .U.r1ca UDder 4ae4o of trut or oU..r arruc--
' 

... to to a•o1d their boliDe uUoulhe4 or troan. It 1a i\ate4, \hire-

fore, the\ 1t 1a Ultloq \het ow:h a ....,.... would. e ffeot the .-11 

hol4aro oaq, their Ute MY1Dce 1D - eaoeo be1111 I'OJII'OMDhd. It 1• 

bel1n.4 \hat 1o \he aareph ODJ,y a e-.11 fraoUoa of \hi total of 

auch ore41to would be repre .. a\ed. 

:U.tVOL 
Co:w1liJ 

LOCIIIU'r 

• 
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FROM: American Embany, Berlin, 0el'Uie.J17 

DATE: January 2:5, 1941, & p.m. 

NO. I 252 OONFIDptrtt, , 

Reliable information haa come to the Embassy that 

213 / 

t he German military command in Bel gium has 1aaued orders 

tha t t here be placed at ita d1apcaal by the Belgian !Un18try 

ot Finance the s um ot 2. 5 billion trance aa a further 

i nll talment on the German Arm:r ot Ocoupation ' s expanses. 

This would cake a total , up to the thirty-first ot December, 

1940, or 5.5 b~1ion trance. The new instalment, the 

Belgian Tree.sury ie intol'Uied, would oover the coats ot 

the Army or Occupation tor November and December only. 

I t wae informed also that the previous instalment bed not 

covered the occupation costs up to the last day or October 

i n tull, but that it might not neoeesarily be that t he 

future monthly charge would average 1 l/4 billion trance. 

Should t he rate tor the months or November and 

December continue tor the coste or the occupation army, 

the German military administration will have to be provided 

by the Belgian Government with about 1& billion trance 

each year, or at the present otticial exchange rate, 

roughly $500,000,000. The average pre-war budget or Belgium 

was 11 billion trance; the bul!get eat1mataa or expenditures 

during 1940 total 19 billion trance, as against 12 billion 

trance 
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france tor receipts. The German military command's laet 

demand for indemni ty or l l/• billion franca monthly, or 

roughly 840,000,000, contraeta With the monthly i ndemnity 

of only 40,000,000 gold rranoa, or roughly $8,ooo,ooo, 
whiob waa demanded by the Germane during the occupation 

191~1918. Effort s are being made, it ie understood, 

b7 Belgian officials to have the demands for lndennitr 

reduced, but it ie not believed that t here are promising 

chances that they will auoceed. 

You are requested to inform the Treasury ot the 

for egoing. 

MOIU\IS, 

E.t.:LV\1 

• 

214 
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TREASURY DEPARTMENT 

INTER OJI'P'ICK COMMUNICATION 

Socrotary Morrontbau CONFIDENTIAL 
Kr. Oool>rtoll 

ao, l t toro4 otorll n& tranoactio~a or tho roportio& b&Dko were ao follower 

Sold t o eoaereial eonoen• 
Purehaaed froa eo-•relal ~oncena 

1.84, 000 
1.52,000 

215 

otarllns roM1Do4 at 4.03-1/2. 'h-auactiona of t ho raporti"C b&Dko 

Sold to eo ... relal eoneorno lo 5, 000 
Purehaaed troa eo .. erctal cone•rn• -o-

A/tor oponlnc a t tho curro~t low o! 17-1/~ 41ocaaat , tho Cana4ian dollar i~ 
durinc tho ~. -= cloud at 16-lf~. 

Tho Arrontloo !roo paao further lopro~ai to nl ooo Mt . 2380, aa compared vitb tho 
or .2360 which pro~lod prior to Januar.r 21. 

Cloalnc quot~tlona f or the other currenclee ~•r• a 

Swha rr,...c 
Swodiob krona 
Roieho.rlt 
Lira 
Jraollian ailroio (!roo ) 
Mnican poao 
Cuban poao 
Cbluaa 7U&D 

! bart vert AO cold tranaaetiona eona-tod b7 ... to4&7. 

No nov cold oncacoaanta varo reported. 

Tho !oab&J cold price declined 2; to \be oqui~loot o! $3~.o6. SilYtr vao 1/ l; 
At tho tqui~altDt Of ~.76fo 

lo Loodon, tbo pri coa tixod tor opot and forward ail~r Vlrt both uncbaD&td, 
~3~3/l6l ~rd 23- 1/Sd roopoet iYtl7• Tho dollar tqui~lent o wore 42.101 &Dd 41.9~· 

li&D4¥ &Dd llaruA'a ttttl-nt prlco tor toralp oil••• vaa uncbanctd at 3~3/4t• 
1rtatury1a purcbaoo prlco for torolp ollYor ,... alto uchoarod at 351· 
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coNFiDENTIAL. 

• 
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TREASURY DEPARTMENT 

INTD OI'PICa COMMUNICATION 

DATa JanUUJ 28, 1941 

Vra. notr. 
l!r. )lorgenthau 

I want Harold GraTes to get together with Professor 
Odegard and begin to stud7 what kind of an ad•!niatratiTe 
setup we need for & popular drin on United States seeuri• 
t ies. I aa going to look to Harold Graves for the adain­
i~tre.the setup, and I expect hila to put this Mchineey in 
order and start it going. I &lao want Harold Grana to 
concentrate on this beginning with todq and work shoulder 
to shoulder with Professor oaegard &I this i s one of the 
next important atepa which I want to take . 

Carbon copy to Kr. GraTes 
on l/28/41 at 9:15 a.m. 
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TO: The Beoretary 

FROM: Mr. Young 

RE: British Planes Awaiting Sh1paent in New York 

I have been intor~ed by the British Purchasing 
Coo~Rsion that there are twenty Curtiee P-~'a now on 
band in New York, and that B1xteen additional P-~'e 
were shipped on Tuesday. 

I expeot to receive information aa to other 
types ot planes on hand in New York later today, and 
arrangements are being made to eeoure this information 
reBUlarly onoe a week. 

21.8 
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TREASURY DEPARTMENT 

I""" OI'I"'CC C:OWNUNICATtON 

•o llr. YoWlg 

••o• Secrete.ry Korgenthe.u 

Please let me know how man, Curtiss P-40s there 
e.re in New York &waiting shipment now, and whi l e you 
are asking the English for that information, you might 
as well find out how mt.n1 other planes there are awaiting 
shipment in New York. I would li.ke to have this inforaa­
tion fro• now on regularly once a week. 

/ u. .. , . ' 

21.9 
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TC> 

FROM: 

SUBJECT: 

MEMORANDUM 

'M\" ltonor:lble Henrj l:or&,entbau, Jr. 
'I'll• Socretuy of the Trea.ury ' 
David Schenker, Director, InvestMnt Comp&I1,Y Olvi•bn 
secur1 tie a L~1 Exchenee Cor.mdssion ' 
British invest ments 1n America 

-Pl 
-..... { . 

i 

I an oendin& you this brief memorandum to keep you info~ed 
o~ dov~lopmant. since our last conference wi tj, respect to t.t:e d1Sl>Osi­
Uon tr; :..':e i)ritish of t.heir direct tnvost.~•ntG in t!:1s country. • 

(A) The 1n""St".lent co::::>&nies !tavo been corst.;u;tly tr;t.og to 
uccrtain 'When t.hc:r can ceet with t.'le repre•ontativ~s of the B:-!ttsh 
Govt:-r..-ent to discuss the subject ot the sale ot these c!irect L"l.Y~~ ... -
....,.r.t.3 •..o thea. 

(b) Various parties, 'Who are h1cl'.l1 roccn .e:vl<d, have ..ade 
inquiries with ros,ect to s;>eci!ic direct inwawnts wi t:. a view of 
8Jcert$1n1"'!!! whetter these investments a.r'! !"or s'lt, inclnding: 

(l) On~ repr esentative who ~onifa't~d an int orest in the 
V1seou3 Corporation , represents a ,rivftt' Group presently 
onga~od in the rayon b••siness, who w~nld be interODted i:l 
bidd!n& for Visco·.w . He infomed mo his eroup ~11s !)repacod 
tc> !'•Y cash :uoc he assumed t hat tho pr ice would range f roo 
$61l,ooo,ooo to $loo,ooo,ooo. 

(2) One L"lvest::lent co.,;:any, whic'> l:u about .;20, 000,000 
in C1'~~ s~~ted they were in~~ected not onlJ in b~coc:ins 
o:><~ of a groUP, but 1n addition, ,..re interested 1n bu.vlng 
t.'l~ British-owned drug and eheoicsl COI'I!)&nj· in this CO!L"ltry • 

()) Anotber individual stated he ••• prepared to pa,.v 
about li/., O\JO,OOO for a .W.ority interest ..tlicb t..':• Britist 
hold in a finance co:pan:r 1n this cou."lt ry. 

(i.) A rcpre.,ntative o! t.he ~ee;>~~~ ~phur Com?aJV 
et ated that thnt eo:i1J>an1 would be interested L-, bidding for 
any chemical or minins properties or the Britiah . 

(5) In oddition, vari•ue other re!)resentttives ~r brokerage 
tirms have stated that they are pr epared to bi d for t!:e direct 
i nves tments ot the British. 

~ 

) -
' 

~ 
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MEMORANDUM 

DATE J!l!!!!rZ 2~, 1941 

TO: The llono~ab1e Henry l!or gent.hau, Jr., 
The Secrat3r.· or the Treasury 

FROM: D•vid Schenker, Director , Invoa~'l'ent Col'lp&n;r 01-:isio~, 
Securities and Exchange Comm1es1on 

SuBJECT: Drl tish investments 1n Americe 

!lhco '·'I =.orar1d1E1 to you ot ;yeat'rdaif• re1attn~ to the 
tritioh direct investments, I wiab to add the tollowine turther 
ir.(tu!..rift:; 

(1) 

(2) 

(3) 

Barret., P'.errick & Co . , 60 Willi.A.!!~ .3t.re~t., t!ew Iork, New 
York, of which l!r. r.addcll, c. :on-1:t-aw ot Olief J-.tstice 
Hughes, is a ,art.ter, into"'ted r.P tl'.-t they rere bt.erestr.C 
in bi~dinc tor the British real e~t.~t.e and dock pro~rt1n 
in t~~ City of ::ew York . 

Frank H. Parnett, re?resentins Henderson ~ co. , 340 ?ine 
ztreet, Sa." Francisco, infer~ r.e t.!".at !l:~t.t cor-pany 
would be ~nterested in ~icdir.~ :or a fire known as 
Theodore H. Davies, 1oe~ted in f:ono1ulu (a merehandistne 
end ougar f~~tor company), owned by the Dritish and in 
an;y Paci~ic Coaot situations which the British oay own. 

Denja.oin Beeker of Chl.ca&o informed rna that eo"" of his 
clients might be interested l,n. bi<l'Un& Olll.-!ti<!-A'o~ern 
British-or.ned direct bve,~~o~ti . · • · · 
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COIIJI DI:N'l'U L !0 DJP YOU POII'!'II) 

JanllaJ'y 23, 1941 

to: ':he Secreterr 

!'roa: llr. To,.,; 

Re: J'orel.gn Pren b porto 

AUached herewith 1e a copy of the prou reporto of 

!n&lioh papero upon the l&ftoo-lend bill, which I haYe Juot 

receiYed from ~~. »allantyno. The prooo roporto upon tho 

tooti""lll' by witnooaea are ne t 70t '"'ailablo. 

~· 

• 

Regraded Unclassified



Reco1 n<l hoa Lolldon 

Janua17 lS. 

Ill rep}¥ to ;your DIP.U 43 the Tiaea ~ " 'lhll Wlpe.rallol&d Bill 

will tn.nalate into action the deteraiDation o! the .Aaerican people to 

belp tho OOWitriee eJ>pgod ill de!endin& tho llbertT o! the warl4. 111 a 

COUilt,.,. 10 wedded to a -ratea o! Co111ti tutional cheoka and balances, a 

propoaal to band onr such !ar-reach1ng aut.borit7 to en -..tin head 

alrea~ acouaed o! dictatorial le•ntnsa 1a bound to c:l.n a treab openiD& 

to hie or1 tic a. 1here aeeu, bow....r 1 to be 110 othor wa;r. It da~ in 

nthoriution oauaed bT li.aitatiolll in the power o! the Preaidant are 

added to do~a which are ine'l'i table, then tho bolp which Allorica ia 

anxioua to c:l.n llight well be too lete. • 1he 'HMa pointe out thet Cougreao 

atill retailla control arqhow, bT retelnlng the power o! the purse. 

1ho Dai}¥ Telegrepb •• 1 Happil;r there oan be no doubt, thanka to 

the Yigcrowo loader&hip o! Rooaeftlt, about "-loa'• reeoln to~ her 

put in real oarneat as the J.raenal o! the o.ocraciee.• 

Strooaing the President' • inliatallCo in otopp!Dc up indwotrial. 

capaoi tT, tho Telegraph poillto out 1 Tiee ia the ooaenno o! thia ~tic 

undortaldng, which 110 other nation in the world would be capahla o! carrrinl 

thr<JuCb. Tho UDMtobod illdnatrill potentill o! tha United statoa ~ well 

prcn tho doo1d1ng !actor ill the con!llct between B1 tleria and Free Dao­

""'07· It's not h1g bettaliona, bolt "-in& !actori .. and worl<abopo thet 

are tho ulU.to illltrlmento o! Yioto,.,. ill wrhro toclq. "-loa bu 

opportun1t7 to pron thet •ch',. tool&~ be .,ro potent than babe." 

Tho llllilT Exproaa deecribel the B1ll aa "Crand practioal en-

• 
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ot RoooOTolt'o cletenoiD&tion to eupport our 0-11 De-tic oou .. with 

deecta.• 

'lllo liai:Q- a.rald cleolereo Rooanelt aobd hio OOUIItr,.ell tor a 

blaJllt oheok to burTT aaoiateDce to Britaill. llinoritT Aaorioon opillioll 

t.h1IIU that tho Pr .. ident onreatiatea tho extant and urPIICT ot tho aid 

llhich &hould be ciftn to Britaill. Yet • .,... that lliDoritT recoplMo that 

our oouae 1e a •- e&WHI . herica and Britaill are ..... • 

Sundq TiM a dwell• on urgel1C7 ot aid "Help w1 thin the nart r .. 

1011th1 will be ot illcalcula~ greater ftl.,., than help br tho J.utulm and 

help oftn br Autulm will be tar aoro pN01oua than in 19~. It a17 be 

d1tt1oult tor .A.IIerio&ne to reellse how i•1111o}¥ urgent tho oooe ia. It 

the7 could aoo with their OWII .,... tho r&ftSOI ot London, or .Uo a owitt 

tour ot our.,.,. through Bl.ra1nglwl, Conntr,. oto. &nd note in each min, 

tho <>1wil &nd cultural. aouuaente, th"" th.,. mpt know how thingo otend. 

'11111 Britiah ktion will llft and not die, but it 11 pq1ng a terrihlo 

price, &nd tJ>ooe tor Yboae treec1ooo it fiCbt& boa1doa ita OWII ahould aab 

ell t he h .. te th.,. oon to loa.., it. • 

'lllo Scot.&n doolaroa •'lll.o till ~q~oate that tho ODIIIQ'o hawing 

brok"" all tho r uloa ot Inter-tiOD&l r.w, tho Prui~t 1o uot iDOUnod 

to otand upon a IIUTOW intorpNta t1o11 ot !IOU troll tT. It 11 &II entireq 

Ullprecodented otep that tho Preaideat 11 tald.Dc in aaldlll tor theM poworo, 

and it 
1 

u oxpaotod, CoJICI'NI &hould ooDOode thea, tho Prooidellt aDd Congroao, 

will ha.,. ahOWII tbo world how UDHl.t1ahl1o roooln~ aDd DO~ .A.aorioa 0111 

act in detODO& ot •tioaal l'reedoot and ot Indiwiw.l a-Ill 11141bte. lor U.. 

Tot&Utarian Poftro, tho Bl.ll -;r ...U be tbo writiAI 011 the w.ll." 
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'l'he II&Dohootc Ouard1an -.rs U.. B1l1 ,0.1 bqoD4 wlat 110ot ot 111 

had hoped would be poooiba. Ci t1ng the pro't'iaion -bl.iDa ua to repair 

the produoto ot tho ooWltrieo wboae dotenoe 1 t .1o uai otiJI&, n.e Gu&rdiaD 

cleclareo, 'l'hio 1o a ~ great coDOoooion, wbooe .1apl.1cet.1ou llight be 

eMnooua. It addo, 'l'he B1l1 rlll pttt • ot.ra.l.D on a a .. tioD ot CoDgreoe, bolt 

that tho PreoidODt'o plea ot 1U'liODC7 llhDald O&rr7· 

'l'ho 'f .. torn lla1l comenting on tho - pro't'1o10D1 declarea th1a 

1$ a tro110Ddoua docioion tar a loutral to ..U. "'ll>t Roooenlt baa tom 

up neutrali tT. '11th the • ·•• ot poopa bebind h1a ba bao ruced b.1e c01111tr)' 

on our aido, and ba 1a too honest a 1111> to ~tain a opooioua noutralitT liT 

giving with one band and toldng a~ with another.• 

Jan, 15/4l 8,)6 I'll FL 
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DailT Tele,raph • "'lhat CoDer••• reall:7 hao decided 1o DOt whether the 

. ............................. 

trnited Stateo obould help BritaiJl but whether abe ehould detelld beroelt, 

.. ,What tor• their action will take 11 now tor Colli"••• to determne.,, 

.. , '!'he need now io herica 1 a aa IIUcb ae ouro, and tbo Araonal or Da.oc­

r oc7 auot doviao ito own measures o! operation,• 

nau7 111rror. 'The Bill will ~at corta.t.nl7 pooa Colli"•••, arter 

which Rooae,..lt will be wiao onolJ&h to conciliate tbo dateated oppoa1t16D, 

He wlll r .. •ber tbe 11btake, of President liloon who helped to IIUddle 

tbe Peace because be invit.d repudiation b)' bio political enuies, 

For tho next and lasting Fee.ce we desire tho auont and collaboration 

Of tbO ftlt ID&jOri t7 of tbe borican people , I 

Sunda7 Tiaoa, •So11etillea it ia wiae to learn troa tbo en0117. llbat 11 

Geraan propa£alld& reiterati.Dg. • That A•er1can aid will be too late, 

that BritaiJl will be cruabed before it arr1•••· The ultiute -.olae 

or output attainable b)' .berican war induatrr 1a vaat, but 1t it were 

not attained 'llntll tboao wllo could uae 1 t had COD• Wider, whore would 

Aaorica be, 1 It would be illpoaaiblo tor her to bulld up a1Dgle-baDcled 

a dotenee or hor own 1n tillo which, wiaol7 ued, would ba1'0 been aatt­

icient to •••• tbo British eo->nwealtb. • 

Tho B1n1Dgbul Foot liT" tbat • • tbe 8Ul soc• tbrouaJI Con,roll tbe 

wiahtul tbinltor !aero IIUat be prepared !or del&)'l and diaappointli"ODte, 

and RooaOTelt wq ban to accept &~~~ndllonto that ••• to hill, and atill 

IIOro to u, WIDOCUIIIJ'7 &Dd 'Cinfortunate, It l.rl\101 that Britain it I 

wortbJ firat 1.1De of datcce tor Oldtacl Steteo -ereCT, &Dd coDCladeo 

"Dotenoe, lllllike Cbari\7, beciJsa am-o..d. • 

"11141 

Jan, 22/41 5.04 Pll Regraded Unclassified



70: Secretary l.!orgenthou 
FROL: J.!r . Gaa ton 

"am.a.ar:r 2)' l94l . 

246 ./ 

I .,. attaching a memorandum trCJill Admiral Johnaon oho'IF!.ng tho 

status both ot degaussi.Jl& and of &n:lLlllent on the cut tare. You will 

notice that the CA!LPBELL is the only one ot the lar&"O cutters decaussecl, 
but degauasing has been done on five ot the fourteen electric drive 
cutters . Tbeoe are or tho 250 rt. class and these are the cutters or 
which the Navy has asked that four bo turned over in the very near 
future . The Coast Guard haa kept all tho work up to data so far as 
possible , using Navy Yards, pr i vate )'ard.a and. Curtis Bay, dependill!l 
upon availabUity. The delayi.Dg !actor 1s the receipt ot r.aterial. 

Ih 1111 opinion it would be veey urnriae for tho llavy to take over 

the Coast Guard at this tia. I th1nk it would be llMOceesarily al...,. 
ing to the public and I don •t see any practical gain. The status or 

t he coopora tion w1 th the llavy is excellent and we have alwnye stood 
ready to turn over aey aquipcent that could possibly be spared for Navy 
operation, considering defense needs as paramount. I believe the Coaat 
Guard could operate most satistactorily, even in war U..O, tl>roue)l a 
liaison arren~t rather than throuel> absorpticn by the 11avy. The 
necesseey work of tho Coaat Guard wUl bave to be done in any event no 
~Attar under whose command and I believe their safety operations generally, 

law enforcement, policing or shipping, Arctic patrola and other civil 
activit1ee, including tho surt s tations, the lighthouse branch and l£er­
chant Ship Control would euffer 1f the transfer is made. \l'e aro now 
engaged in discussions with the State Departl::lent regarding this sua.er's 
'I'Ork 1n t.!>e Greenland area and the si tua tioD there is eucb that I b~ 
lieve the State Deport::>ent. lllight bave strong objections to r.aking this 

a Navy ope ration. 

It tho Navy merel;r wiaheo to have tha cutters adequately preparod 
!or war duty and to t.zoain them for operations rl th tho neet, that can 
very easily be arrangecl and 1s in tact being handled under the present 

set-up. It on the con tr&r)' 'll!at they deeire is c<q>lete control mer 
..,rchant. shippi.Jl&, I think it is bad orcaniutioD to c:i"" it to thea in 

view of tho inerltably close tie-up with CUstOIIlS o 
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~DICIJJ CQ!l'IJlWW. 

TOa 8eer e\ar7 llorpD\hn 
Jll(lla ..,., O..Wil 

'P" 'W' 

I a a\t.achiD& a r- fra Wral ""'- ell...t.Gc \lao 
otetu bot.b or ~pueiJic ....tor _,.,the ntw.-.. r n 'tdll 

DOUce tbe\ the C&IIPIIIU S.. \be oal;r - ot \be l.vp cu\WI'e decauM4, 
IN\ depueinc bu beeft d-. en fbe ot \be toan.. elM\ric drift 
cu\\en. !liNe &re of t.be * t\, elaN aDd t.b- &re \be n \t.n or 
whloll t he Ia")' bu aekM \1\a\ tov be _.,.. wer 1JI \be .. ..,. -

t'ci\Veo !be CoM\ Chard bu lr.ep\ aU tile -lr; .. \o ~\e " t&r N 

,....ible, u1ftc 1..,. J~t Jll!inte ;rvU aDd CVUe a.:r, do1 'l"C 
.- 8Y&UabWt;T. !be MUf'1AC taow 1e \be reoeip\ or aterial. 

Ia 111r opinS., 1\ WRld be ft1r7 .-1• for \be Ia")' \o \ab o.,.. 
VIe Cou\ Ourd at W e u... I \b1Nt 1\ wnl.cl be -eHIII11T ~ 
1nc to \be po&blle aDd I d.on'\ - IIIJ(f praeU c:al pla. !be 8\e\u or 
t.bo cooporaUea 111 til \be ...,. 1e uoell.,\ aDd ft lleYO al'IIOIT8 e\M4 
....,q to """' .,..., IIIJ(f ~\ \be\ eO'&lAI ,_1111T be .,are4 fw ....,. 
eperaUea, oana1.dtar1ac 4et- ...... ae ,._,, I bell .... \be Ceae\ 

Ourcl eO'&lAI operate _, •Uotac\erilT, - 1JI .,. u., ~ a 
l1a1.- U'l"'llla-\ ~\bel' tiiM Uzroottll abeef11Ua bir 1M ...,., !bit 

_...,. work of \be CoM\ Chard 1l1ll baYe \e be 11.- 1JI IIIJ(f ~ • 

• ''- Wider -'-e c •=' aDd I bel1no u.s.r ootot,r .,....u_ c--allT, 
law ...tor-t, polio1Dc or ah1pp1ftc, Ants.. paV&le aDd o\Mir el rtl 
.. urtuoo, 1Dclllll1nc \be nrt ewu-, \lao llcll\houo br-a...,....._ 
cbaa\ lb1p C011t.rel. WRld nttv 1t \be tnftetw S.. ...s.. • &re -

........ 1JI 41-dou 111\11 the 8\e\e ~ nprd1Dc \lis.. .-•e 
ww!l 1JI \be Or o 1enc1 .,... aDd tllo o1\MUa then S.. .-ll \be\ I be-

Uno t.1ae Stete Depu11Ma\ alcb' baYe evac obJoeU- \e .u1Dc \lis.. 

ak")'openU.. 

u \be ...,. -.1.7 wUbN \e .... \be .,., ...,.. aoleqaa\el¥ ,.,..... 
tor..,. dat,r ...s to..- t~~a t• .,...u_ td.tll \ben .. \, t~>at­
.. ..,. oae1lT be ...,....,... _. 11 1JI fae\ beiDC ......., .. ...s.r \be P-' 
•"--.· U ea the • .,....,.,.,., UM17 Mo1ro 1e e..,.Ut.e oen\nl wor 
..,.._, •111J91•c, I tlliU 1\ 1e bed w paiuUa \e 11 ... 1\ t.e "- 1JI 

Yi- ot \be s-1tablT al- u...,. 111\ll cuw-. 
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STATUS OF OECAUSSitXl 

January 23, 1941 

'Jcsoels Cocupleted 

7 - 327-rt. cutters 

ll. - ~ectric drive 
cut.t.er' 

o - !~scellaneous cutters 

6 - 165-rt. cutters 

17 - 165-ft. patrol boats 

J2 - 125-ft . patrol boats 

Jb - t enders 

ll'l vessels 

1 

5 

1 

1 

4 

6 

7 

In Yard 

2 

6 

24.8 

4 - arrangeoents made and 
will go in yard in the 
inoediate !\lture. 

9 - a.rrang .... nts a do, 
dates or arrival at yards 
various 

5 - arrangt!<tents not yet 
mde duo to unavailability 
of yards 

5 - dates set up for thooe 
now included i n program 

13 - date set up for yard, 
bezinning in Pebruary. 
About 3 weeks to cocpl ote . 

20 - m author ized . :!ate rial 
on band. ·;w be co=pleted 
about Apr U 15. 

9 additional tenders authorized . 
Re<:>ainder Ul'lder study, 

Tho present degaussing is or a temporary nature. It is proposed 

when funds become available permanently to degauss 59 vessels · 
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Status or Guns January 23 . 1941. 

7 - ~Z'l ?oottr3 

1.. - ...l~'ct.r·ic Drive 
i;utters 

.. - _:sc . ... ut.t..crs 

• - h5 :oot 
... ut.t.cr:a 

17 - lb5 ioot 
. • t rol ha. t) 

;. - 1.!5 :'oot 
. a~rol Boats 

3"- 50 Cal.-3 J - 5"-51 

Compl eted Completed 

6 - 50 Cal. 

1 - 4 
6 - 2 6 

Depth 
Cnarge 
!l.lcks 

Sound equipment ordered. Solte deliver ed and inboard work 
generally compl eted. Searehlichts awaitinc delivery. 

3 - ITASCA 
2 - HAIDA 
5 - cor.~rleted 
!!o guns for two 

vessels 

1 - 2 - 3" - 50 
4 - 50 Cal. 

4 - 2 - 3" - 23 
Other guns not 
available 

1 - 2 -3" - 50 Cal 
5 - 3" - 23 
La.rger zuns not 
avail3blo 

311 - 2) Cal. 
All coopl et ed 

l - 3" - 23 Cal • 
ill on board 

2 - 511 

Completed. 

!'.one so far authorized . 
Funds r~-uested for 22 ships to 
install 2 - 50 Cal . guns 

l!ono 

!lone 

ll with 
3 without 

2 

4 

10 CO<:J­
pleted . 
Others set 
up 

ill vessels except 2 miscellaneous cutters and tenders are authorized to carry 
Depth Bomb Rack~ . This J:laterial is under order and delivery expected begl.nnin;) 
J:.nuary 20, l9hl.. Cor.IPl eti on cmte is dependent upon deli very of material. 
'Jery short job to inst all. PrellmiMrY work done. 
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= 2J. AN·· 

r-20 eJ -1 '- 2--a '- p Ctl· rp , 
7 - v:r ,__ c ,, .. ,.. : s'n.t 1- 4 

'. 2 ' W "'P''S ' ...... ._ UU•- _. 1MMH-
a--ll~'~ ~ -.lU.C Mll'fWJ. 

u - n..vt• Drl" ' - I'rrUC& 2 • s• 11 w1~ 
C.~t.en 2- IWM ~ ._ ) wiU.... 

' - t'e1.el 

·--~--1'111118 

6 - 111M. Cll\Wre l. - 2 - ,. - ,0 

17 - 16S FM\ 
Pav.l loa\e 

)2 - 125 '"' 
Pav.l loa\e 

4- ,0 Cal.. 

4- 2-,.-Z) 
<*Mra--' .. ,, ... ,. 

l. - 2 - J • • ,0 Cal. 
S-)•-2) 
Larger a--' .. ,,.,. 
,. - 23 Cal.. 
All...-pl.W 

l. - ,. - 2) Cal.. 
.u ....... 

..... t.~· 
,_.....,....wtw22~"-
1M\al.l. 2 - ,., Cal. --

2 

All .....u ... 2 .. _)). - _, __ ... ,., ........ ~ .. ~ 
DopUo .... liMb. ftb •\wial. 18 ..,.... ordw ..,. MliftiT OllqiMW ....., .... 
J-r 20• l')U. ~ MM 18 -~\ .,_ Mli'NW7 el a\eri&l• 
,...,. liMI'\ JM \e iM\e.ll. I'Nl1lllMr7 ~ ..... 
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PERSONAL AHD 
SECRET. 

Dear Mr. Secretar;r, 

..mtll UIMrt, 

•..a••- . D.c. 

2~rd Januar:r, 1941. 

I enclose heroin for :rour personal 

and secret information a cop:r or the 

l atest report received from London on 

t he military situation. 

BeHove me , 

Dear Kr. Secretar:r, 

Very sincerely yours, 

The Honourable 

Henry Korgenthau , Jr. , 

United States Treaeur;r, 

Waablngton, D. c. 
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Ta l ograc rras London or 

Jan•.ar:r 23X'd lQ•l, 

1 . . ur lng all' l'al-:18 o n Molta o n Jonun1·y lOth 

''/T eh1p r. caox r e ce i ve d o•tena1\o c.lawaeo t o a uper 

o t.ru~turo and e n£1r.e rooc •. 

~: wounded. 

!.. . " d.az:ln c C I te l t.n n ., boa t r~;K)rtt.G &~rr1 Hl - f~• 

:. . "\ 1chy• , r ench r.:ort"hant \eu ol wl th ca r o of 

otrol ael:e<l bc t nr eont t o ••re ~own .wurr a r:.c.C: 

onn .u. Snolu .in· f i H) ta.nl~t: l'CI n:.~ o 1 !u. cG.r ._.oc o of :~tc. Gl 

~ ... 1 p 1 1ron . 

V1l1tary • 

::. . . udan. 

ac r oaa t ho ! r ont lor o! rytl rra . 

... . 
hoya l l. !..r . or .;e . 

~lat and ~lnt/2~nd • 

o~tnr t o weather . 

7 . Li bya . 

e ru ! t Clroppo<l o\or 1:1 tor.u o1 ~o· uc on 1HHo ry t a r ( •t• 

~ - 6te1ly . t-a .. :.o ni J,t. O\t.:" l l.i t ono of .. • • 

an 1 .... ~ ·. op...,.l on ao:-o:lr o:!e ol 
~ , 0'" 0 1. ec.n~1• :-!.'":; .. ... t -

. 1r- r.! • wo:rc aeen to catct. ts.:rc . 
~tenia where 7 ~r:)•m,ted • 

Cnt hea \}' tOGi>c. O l eO att~ ;ce J l.rl nc\161 nau .. a:; sta tion . 

I 'J . 
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Q , o..-a Al£ Forot• 

J-1'7 nat. 6U Ebli aiMIIJ aothltr took 

plaoe. Ba4 weaUwr pre ... ata4 1ntaroapUooa b7 ou.r 

fl 6)\t.ara. 

'fbi al&ht. of I:M lll.t/1!2114, Ito •net=J 

a c tlvlt.J reported. 

10. JaoU&J7 2lat. Sa~oral a ln£1• ·~ 

alrcren c1roppec1 bca'ba whloh oauaac1 4eate w prh• .. 

propert7 but aoae or al1lt.arr ~taooa. 

llo 0D JanUAJ7 20th 9 aoatz7 alro1an attaclla4 t.be 

Plreeua ~e1ns car!o ..... 1. 

abot c1CIWII 'b7 OUJ' t l ehtera. 

ca. alrora.t t •• 
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G-2/2657-220 
No. 299 

SI TUATION REPORT 

I. Woatern Theater of 17ar. 

1. ,&!: • Bad weather prevailed. 

li.I.O., W.O. 
J&n\W7 2), 1941 

12:00 "· 

Gorman. lolinor ottenaive activity laat ni&ht . 

255 

British. llurlng the night ot the 22d-2)d, Dusseldorf 
was raided in moderate force• Two air<lrocles in occupied France were 
also bombed. 

II. Gr eek Theater of 1'/ar. 

1. Ground. Some Greek proereaa in the center along the 
&ld.~ Kliaura-Berat. 

2 . ~· Local attacv.s by both a:ldeo acainat ground ob­
jectives in the combat zone. 

III . African and ~editurrnneon Theaters o! War. 

1 . Ground: 

YJ?z!• Tobruk fell to the British on January 22. 
Britieh advance forces are already reported at the l.lllportant road 
junction o! lleldll (e1-llecbill), about !Uty ..Uaa aouttnreat of 
Oerna and a hundred miles west ot Tobruk. The Italian cruiser Sen 
Giorgio ha.a been b101ftl up in Tobrul<' harbor . Captures are tentetively 
set at 14,000, including an admiral, a corps COCIIIWlder, and t»> other 
pnorela , 

East Africa. Brithh advances from the SUdan into 
Eritrea and tran Kenya into Ethiopia and Italian Somaliland ocntinue. 

2. Air : The R.A.1'. again raided Catania, Sicily, on the 
night or the 22d- 2)d. 

Note: This lll.litary situation report is issued by the llilitary In­
telligence Division, General Stott. In view or the occasional in­
cluaion ot political intol"'IIItion end ot opinion it is cles.sitied aa 
Reatrtcted. !!lSMCTI!D 
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OONE'IDENTlAL .. " ... ._..,, -.......... _ -
a tllot, I Q .,, 1Ml 

w-~ •• ftW 14105, ,,_.,, .,, 1Ml. 

1. ca w,t , u. .,._.,.a, a-- I ' , IIJa s. a 

~GO--.', Ia U.---.,,. Wilft....,. 1M • 

.U lns'·''d'• Sa lelJ=f ... * p , 1lr .._ "- Ill .. 

lri\illl .... 0 s 
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a. ca ,,_..,., • u. aaa-- -.sN~slll' Sa .._..a- ..,. ...... 
u.. 11lt~~ •,. ~·- _.. ., u-· .,,., MMJI-' 
..a.1L .. llrl\UII ..... -., * ..,_ ... 7 0 -

f ,.,. -- ........ tW .s.- .._. • ,., .... "--
..Uw - ..., ... _. u.s. llfti•,l\ua- _ ..... Sa tM -

-· ..... tiiiMfte~ 
'· ft. ........ Yelli& ... - , ..... All ClrlUIII "-

,....,__ .... 111 77••t~~u.,..SatM#zsb• 

, , ..... Sa ... _ 
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~lilY DIIPARTMIINT 

10 Seoretaq lilrgenthau 
-s. B. Folq, Jr. 

For 7our in!o~tioa -

- .laMJ7 u, lNl 

There waa a meeting at Berle'e of!ioe 711hrdq to 

cl.iscuee the Econolllio De!enee !lJ'oblea. Pruent at the ••tine 
were: Adolf J.. Berle, Jr. !or the State Depu.nt, Francia 

Shea and L. )(.C. Smith !or the Department of Juatioe, c. DaTU 

Gineburg, attorne;r !or Leon Henderson and Bernard Bernstein 

!or the Treaaur;y Department. 

Berle m&de it per!ectl;y clear that the State Depart.nt 

was opposed to the export control being aa..ini atered b;y the 

Treallll'1• Berle stated that there wae no precedent !or 

putting the export control in the Treaalll'7 Depart.nt, end to 
A 

do so would Teat too great a power in one single departmentJ 

that the export control was ldnutel;y related t o diplOIII&tio 

problema and the trade problema which haTe heretofore been 

handled b;y the State Departaent and that it would be better 

to put the adainiatration of the export control under the 

State Department. Berle &lao aaid that he thought that, 

at t he present tiM, Seoratar;y Hull waa inclined ~o be williq 

to reoo-.end extenaion of the !rene control to Continental 
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Europe, excluding Gr-eat Britain, Oreeoe, Tvkq &Dd Rll.lsia, 

but o~ after it had be111 pointed out olearq to the Preaidlllt 

all the riake and implications of 1uoh ext111aion of the fr•••• 

control. Berle ~lao indicated that there waa considerable 

dif ference of opinion in the State Department on the matter of 

extension of freeae control , and that Secretarr Hull apparentlr 

didn ' t st rong]¥ feel the desirability of extending suoh control. 

Alternative methods of dealing with di!ferent pointe 

of view were considered, including the possibility of drafting 

half a dosen different executive orde~s . It waa concluded 

that t he preferable wq of dealing with the problem was for 

the Attorney General to prepare a m.emorandlllll to the President 

which would indicate the var ious points on llhioh there was 

agreement among the three ag111oiea, the points on which there waa 

no agreement, and indicate the considerations involnd. Such 

a meJilOrend\1111 will be ciPoulated both to the State Depart.ent 

and the Treaaurr Department. It 'JaT be thet the ittorneJ General 

will alae make some recommendations to the President and 

suggest that there be a conference of the two Secretaries and 

t he Attorney General with the President on this matter. 

-
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H.M.Jr: 

Operat or : 

R.M.Jr: 

Bello. 

fbe Attorne1 General. 

Bello. 

26() ./ 

Bob Jaokeon: Tbie 1e Bob Jaokeon, Benr7. 

R.M.Jr: 

J: 

H.M. Jr: 

J: 

R. M.Jr : 

J: 

B. M.Jr: 

J : 

H. M. Jr: 

J: 

H. M.Jr: 

J: 

H. M.Jr: 

J: 

Tbie it Benr, Morgentbau. 

Bow are 70u tble aorningt 

Well, atter that aoint1latin&, eparkling atta1r 
laet night I bad a wonderful n.ight '• Bleep. 

Well (laughter) good. And no diaaipation. 

And no diaaipation. Right . 

Henr7, on tbla aatter that we aent1oned laat 
night - that order. 

Yeh. 

I wonder it the beat wa7 to expedite that 1an't 
t or JOU and Secretar7 ot State and perbapa a7eelt 
to ait down and talk about that a rew ainutee. 

Well . 

Would it get an7Yberet 

I don't know. You eee the laet tiae I t&lked it 
wae a couple or week• ago and be Just wanted o•er 
a weekend. fbe President eaid he would ba'fe dgned 
it on TburadaJ a~rnlng and in a eort headed, eott 
hearted aoaent I said I'd gi•e the Seoretar, or 
State rroa fbureda.J until Monda7 t o read H . It 
wae etup1d on •1 part. Mow I underatand A. A. 
Serle wante the thing ada.inietered in the State 
Departaent. 

No, I didn ' t understand that. 

Wall , the7 bad a aeeting JeeterdaJ and ld Fo1e1 
sa•e ae a aeaorandua on it and he eaid the 
export control part. But -

I didn ' t underatand that the7 wanted to a4ain1ater 
it, in tact, at the earl7 aeeting be aaid detinitelJ 
that tbe7 did not. 

R.M.Jr : y b • • 
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J: 

B.M.Jr: 

J: 

R.M.Jr: 

J: 

H.M.Jr : 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

K.M.Jr: 

J: 

H.M.Jr: 

J : 

- 2 -

What he did want vaa that 1t be aubjact to the 
tore1&n pollo7 oona1deret1ona. 

Well, now I &ather 7eater4&7 that Berle turned 
a aoaerealll. t. 

Uh, huh. 

CoapletelJ. 

Well, I haYen't had a report on that. 

26J. 

Well I juat sot 1t a few a1nutee ago, but ae the7 
aa7, he coapletelJ turned a eoaereault. But, •• 
to 70ur euggeatioo that Bull, JOU and I get together, 

Ot couree. 

I think 1t'• good. 

I think that'• the onl7 V&7 that we'll get th11 
thin& worked out beoauae 1t1 a hard to tell, 1n 
taot Berle hlaeelf aa7a 1t1 a hard to know juat 
how far he'• author1&ed to go; it'• hard to know 
juet when he'• apeak1ng tor the 8ecretar7 and 
when he's g1Y1n& hie own Y1ewe; 1t'• hard &leo 
to tell juat what baa11 of information ie laid 
before the Secretary. 

llight. 

And, it aeeae to •• that if we could deYote a 
little tiae to diecueain& it aaons the three of 
ue, that we could then - there probabl7 wcu1d 
reaa1n eoae queeUona, or a&7 reaa1n aoae queattone 
to put up to the Preeident. 

Well I 'a all tor it, Bob, an4 1oaaauoh •• he eort 
of deeisnated 7ou, 1f JOU 1ll call t he aeet10C I'll 
coae to &n7 t1ae or place that JOU dee1gnate. 

Well, are 7ou so1n& to be 1n town oYer the weekendt 

I'll be, 7ee. 
Well, I ' ll set &bold of the Secretary and eee if 
we can set together on it. 

•ov, Juet th1a, we're h0ld1n& 8und87 aornin& tor Dp,eaJLI!II 
Ba7burn who ia solng to han a aeet1n& on th1e 
lend-leaee bill . 

Uh, huh. 
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a.•.Jr: 
Jl 

B.I . JJ' I 

J l 

B.X.Jr : 

-)-

w.u, ., NUpou 411Uee ~ Mlltlle' Wla *' ~- u • ..,. ... , 
I .... WeU 

I ban to - tb&t ., Wlt• en• ., Ul4 p .. w 
olual'ota. 

Well, 1 111 -.it aatU I beuo fi'Otl 71111. 

All l'lpt, ....,. 

!ballk , .... 
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January 24, 1941 
ll :00 a .m, 

r.:: BRITISH PURCHASING PROGRAJI 

. re=cnt : 

~: .J: . Jr : 

:;Eford: 

: .• .. Jr : 

: cnen.lter: 

~ . Bell 
L:r . l1bi te 
J.:r . Purcell 
!~ . Foley 
J:r. Schenker 
l.:r . Louchhem 
l.T. Phillias 
l!r . Giffor 
l:r . Pinsent 
1:r. Cochran 

L:r . Gifford, I haven 1 t hacl a chance, because it 
has been a little more hectic than usual, to tell 
the SEC about your messaBe to me of night before 
last, you see, and I wanted to take this chance 
to tell them my reaction and then di scuss i t in 
their presence . llr . Gifford sent me \'lord, night 
before last, that he had the feeling that pos­
sibly he had been - shall I use the r.ord "cro~•d­
ine~the market a lit tle bit? 

That if I r:ent on, I 11ould be cror:din~; it. 

And how did I feel if he eased up on his sales, 
and I said, going back to him yesterday morn­
ing before the market opened, that I sensed 
the same thing and suggested that he try out 
not t o sell anything, say for t he b~lance of 
this week, just to see what effect 1 t would have, 
because this pressure l~s been pretty constant . 

And comulicated by that sale of the 500 thousand 
Standarli Oil. 
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!i . ..:. Jr : 

Gifford: 

h .• ~. Jf' : 

Gifford: 

li.: . Jr: 

Gifford: 

H ... :. Jr: 

Gifford: 

Gifford: 

Gifford: 

JU:. Jr: 

• 
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That is right, and then he also - but he said 
he had a deal on with Boston which I take it 
was what, United Fruit ? 

That is right. 

\VUich you consummated yesteraay? 

That is right. 

But that was the whole story, but I thought it 
was important enough that I asked h.i.m to cOJ:Ie 
dom and see how you gentlmen f elt. I s that 
about the story? 

Kight I elaborate a little, sir? 

If you please . 

We had been putting out distribution transacti ons 
very nearly, not quitet but very nearly one a 
day until the big Stano.ard Oil thing came alont; , 
which was being done by the people who hed done 
one of our transactions, and we thought it right 
to keep off t he market the day before in order to 
facilitate their operation, and then, of course, 
they definitely, on the date they were doing it1 
There was a good deal of anxiety. 

(Ur . Bell entered the conference.) 

Since then we proceeded with other transactions 
that we had had on the stocks. 

(Lir. White entered •the conference . ) 

And then we came to the conclusion--

Do rou mind repeating just what you have been 
say~ng for these two gentlemen? 
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Where had I got to now? 

The Secretary had explained that I had tele­
phoned to.Mr. Cochl•an two days ago suggesting 
that i~ v1ew of the rate at which we liad been 
releas1ng and the number of distri bution opera­
tions that we had done, it~ght be as well to 
go a little slow for the next few days . Ur. 
Cochran reported tha t and told me tba t J.lr . 
Morgenthau was not only agreeable but inclined 
to think that r.e ought to keep off - well 
definitely until tbe end of t his week. r ' nas 
just elaborating a little; tba t 11e bad been 
doing a ~ood many distribution sales and had 
t hought 1t necessary to keep otfthe narket the 
day before the big Standard Oil sale f r om the 
l:illrlmess estate took place and ver:v definitely 
on the day on which it waa taking place because 
there r.as a lot of anxiety and a good deal of 
differing views in Ne17 York as to how i t was 
going to go . In tho end it was a great success . 
Yesterday, I bad so far arranged - it 17ould have 
been awkward, I think, t o stop it , and we went 
on 1Tith it, the United Fruit situation. I think 
that went off very satisfactorily again. But 
r;hile I don't l7ant to convey the impression tbat 
we cadt go on doint this, I think we can, the 
distribution firms are keen on doing the work 
if we allow them to, but our feeling bas been 
that it r.ould be 17iser to give the market a rest 
for a day or two. The deal ers all over the 
country begin to get - their clients begin to 
get a little too accustomed to the excitement 
of a nev: stock being offered in volume, and it 
doesn't do to give t hem one every day. That was 
the - my reason for ringing up Ur . Cochran was 
that I didn't want to give a startling ~pres­
sion of not being able to go on by redu~1ng my 
sales 11ithout advising befor~~d ~hat.1~ o.ould 
be intentional, not from def1n1te 1n&b1l1ty 
and because tbe averar;es, of .course, have been 
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Schenker: 

H.U. Jr: 

Schenker: 

P. .:.:. Jr: 

Schenker : 

Gifford: 

- 4 -

dropping quite a bit in the last week end one 
would like to just give the market a1 little 
bit of a rest to see if it needs it. 

May I make one obaerYation, Yr . Secretary? 

That is the purpose of asking fOU over here. I 
would have call ed you but I didn't get this 
thing until late that night but--

This whole problem--

You are just one day behind, that is all. It is 
just awfully difficult. 

This problem, of course, is Ganson' s bailiwick, 
except that people have come to me, llr. Secre­
tary 1 and I spoke up in Nlll't York the other 
night and there Ytere quite a fer: brokers who 
asked questions with respect to this liquidation, 
and I don' t know if it has nny significance or 
not, but what I think is developing is a trifle -
well, not bad feeling but lack of good will 
among the smaller houses who haven't been able 
to participate in that and, as a matter of pub­
lic relations, I think if same method could be 
devised to give the 81!Ulller firoa a little 
chance to get in on that, I think it would be 
helpful. I don ' t know enou&h about it, but 
that is my naive reaction on it. 

I am awar e of that. That isn't rea.lly a matter 
that has much t o do with me. It is more a matter 
of the members of the stock exchange . You see, 
as the press has indicated - there are two sides 
on the stock exchange. There are the big people 
who do the distribution thing and the little 
people, and particularly the specialists on the 
floor of the exchange. I had a call yesterday 
afternoon from a governor of this exchange who 
ia especially urging the uae of the specialists 
just because of the smaller people, and we ha;e 
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been v1ell aware of that problem. I causeC. a 
call to be made on one of t he officials of 
the stock exchange about three days ago be­
cause we realized that this was t here and to 
ask if they had any criticism of what ne were 
do~g ?.~ any suece~tion t o make, and they 
sal~, r.~, we r~nhze ~·ou have got your job 
to a.o e.no. the t 1f you want coney in l ar t;e 
amounts, t hat is the only way in YJhich it can 
be done, but we also knov1, of course that we 
are bein& subjected to cr iticiso fro; t he 
Sl:llller people and from the specialists . " 
I really think it is a catter of the internal 
·.~orkin& of b e stock exchance as betr;cen one 
group and another rather t~~ ourselves, but 

267 

I definitely hanl it in vie11 if : can f eed the 
specialists in some na;; - the trouble r;ith 
that is that you just don ' t !mow 1.hether you 
are going t o ~ct the stuff sold or not . You 
may remember t he meetine I attcncied - hor; lon:; 
ago is it no;·:, five weefcs ar;o - uu to then, I 
had been doing vcr•· l ittle distribution. I had 
been doing it almost cntil'C17 t hrou;;h the spe­
cialists and, of course, the;; r:ere perfectly 
happy then . The distribution peopl e weren' t 
so M.poy. :.ol7 the foot is on t ne other l e:;, 
but we-are getting oore ~oney . 

The f iMas that spoke to me, for inst~ce , is 
E. A. Pierce . They are one of the b1ggest 
houses . 

They have no ground to cooplain because r.e have 
been using them. 

And a company like Victor Emanuel, anu the~~ 
have been other companies nnd t hey said, .. e 
don ' t s een to have an1 access to the 3rit~sh . 
·.:e are prepared to buy these blocks and d1s~. , 
t ribute it and i t seams unless you have an 1n 
you don ' t get anywhere . 
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I am _Just . in~da ted, of course, by people .-:he 11ant to do 
the cnstnbutlon . I can only hit•e one firm at 
a time and, for instance, I ad~lt that I have 
employed Smi th Barney twice and :rossibl y thrice 
and \',ith the int ention of eraploy1n~ t h em ao-ain 
One reason being, of course, that 1f you rrnd . 
a firill does a really satisfactory job and the 
stock remains firm afte r it, it r;ives you con­
fluence . l~OYI I il.a.ve emplo:,red another firm which 
shall be nameless . \,e ~ot their check all ri-ht 
anu the stuff r.as distrlbutea but it drop:red v 

right in half the day after . · .. ell, tb&t 1s not 
so attractive . I am a little disinclined to go 
bee!: t o that firu, you see . 

f.nd I think jOUr diff iculties - you :J.a:f find 
t~at same type of di fficulty if you - o to the 
Sl:U\ller firms that haven ' t r;ot t he clean tol'lel 
dealer distribution ~; roups t •. at some of the 
larger firms have . 

One thi n& I just cannot - I am bounu to be crit­
iched by sonebody. If I erl!llO~' six firns an~ 
t here are six left out, thet•e 1till be sone cnt­
icizing people amonr; tho six left out. 

And just as you po~t out, r r . Gifford, as soon 
as 70u take operat~ons.off ;he exchange JOU are 
goinr; to earn the 1ll11•ll o. the excb&nge people 
and the specialists. 

There ryou are . As lon- as I 1·:• s ~oin& alon'f"" sell­
ing s~ply on the boar~ , the crit1cisc uas ron 
the big people who say, "You -;:ill never sell the 
stuff sati sfactorily that Vlay. " No11 ~hat . I am 
employi ng t hem and sellin£ tho s~uff,ln ?18 
\'lads, then the little people don t llke 1t, but 
I can hardl y compete with that . 

No, that is funclal;tentnl in our systen . 
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What baa it been running a week? 

About 10 or 11 million dollars a week, air , 

That is pretty good. Well, as far as I am con­
cerned, I woul dn't get the firms who are either 
pleased or dis~runtled. Naturally the SEC would 
get them, but l don 1 t get them. The only thing 
that bothers me a little bit is t hat you read 
in the paper a sort of veiled reference to thia 
transaction and that this firm did it and I 
suppose the people in it know it. 

Oh, you can 't keep it. 

I mean, but they know it, but the fellow out in 
the field doesn' t and, of course, he is at that 
kind of a disadvantage. 

Yes, exactly. Especially 1Yhen it is in prepara­
tion, they don' t knovt it . 

But even after it is over. 

Oh, it gets out pretty vtell in t he course of a 
day or two . 

If I lived in Des :!oinea, Ion, would I know 
that--

Uow you are taking l:!e out of r:rt departnent. I 
can't answer the. t . 

\'.'ell, if I lived in New Orleans or Savannah, 
would I know it? 

Probably on the news ticker. I! you l ived in a 
amall city in Iowa, you would have to depend 
on Associated Press items carrying it. 

Would I know it? 
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Gifford: 

Purcell: 

Gifford: 
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Yea . 

Vlelli I didn't know that . I wonder if these 

fent amen a~ree that - or whether they don't 
hat it is JUat as well to eaae up a couple ~f 

daya. I would like to hear the SEC on thet. 

Well, it is difficult to - it seems to me to 
judge just what effect the selling may hs~e bad 
on the market . During a good deal of the time 
that your liquidation was stepped up, so to 
apeak,. the market was strong and rose . During 
the past - what is it, a week or so? 

Yes, sir. 

Have you been doing any selling? 

Oh, yes . 

\/ell , the only way you can jud~e whether it -
one way you can judge whether 1t bas a depress­
ing effect on the market would be the increase 
of volume on the exchange in the stocks which 
you bad distributed over the counter. There 
don't appear to have been any increases in the 
volume on the exchange, but rather a decrease. 

It may be a little more fundamental than that, 
that bUTing power, of course, may be &.OQChst 
taken up by the distribution of our stocks and 
t.he pOller that would reach i.nto the market 
generally. 

That might be, Mr. Gifford, although-­

Who can say'! 

\'1bo can sa1, except what we hsv! heard, gel?-ora~ly 
speaking, 1s that buyers, indiv1duals and lDStl­
tutions are just hungry for these issues of this 
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Purcell : 
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high-!>rade type . !low, maybe t heir h.1ng'r r:as 
satiated for a few days . 

2?1 

Oh, I run not in the least - it r;asn ' t in my mind 
at all not to begin again after a day or two 
it was simpl y 'that - the remark VIas made very 
much after the success of the big Standard Oil 
thing - I had a fellow that I hapoened to be 
speaking on the telephone to down' in Atlanta, 
Georcia, and after he finished r1ha t he we.s 
tallang about, he referred to this and he 
said it is extraordinary, the people co~ng 
in ~antinc to bu7 this because they hear it is 
on, you knol'l, e.nd that, I think, is just a little 
bit of mob psJcholoGY, a little cxcit~ent, but if 
;,•ou have it every four or five cays in the Hce;c, 
the effect of it is apt to r;cnken . 

Sure . J.[r . Lochheim reminds me that we knor. 
from our ~eneral repot•t" that as far as the 
exchnnge l S concerned some rather unusual bl ocks 
have come in on the exchange in the past few 
days which have probably contributed to the 
depreciation from other sources entirely. 

There have been? 

Yes . Some forei&n sources . 

Oh, real ly? Anythinb to do with these r~ors 
of freezing? 

I think it might, yes . 

Yes . 

I think it might r.ell . 

You think so·: \/ell of course, our situation 
yesterday in our Go~cr~cnt financin&.is. -
we only ~;ot about h:llf c.s :::l!.n;r subscrlptlons as 
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we had 11. month 11.~0 . I mee.n, it ns four tillles 
over subscribed 1natead of eight times ao 
there is a little wavering. ' 

The me.rkets are e.ll nervous. 

They seemed to be 11. little, which I sensed. 
\'/hen fOU got word to me, I 11as just doing my 
check1ng on the Government bond market, just 
the way I sensed originally that I r.as quite 
sure that the investing public was there e.nd 
could take it and we.s quite, you remember, 
moderately emphatic about it, but when you got 
me this word, being in the process of my 
nerves being exposed to the investing on govern­
ments, I sensed a little relucte.nce there, so 
there seems to be a little slowing uu . There 
me.y be something somewhere. \',hat? • 

Yes . The New York banks some of them at least, 
are, I understand~ advislng trust funds to be 
very liquid in cash. 

There is a little something going on somewhere. 

Ma1 I sa1 this, that both before e.nd after I 
spoke to Qr, Cochran, I had some hesitation e.s 
to whether I reellf ought to have done so, 
because I didn • t want in &nl way to appear to 
be putting on to the shoulders of the Treasury 
here the handling of a problem nhich is ob­
viously essentially mine, to judge the feel 
of the market. It waa more really, sir, as 
a me.tter of courtsey and to prevent you, if 
fOU happened to see the figures , or the m~bera 
of the Treasury, being taken aback at see1ng 
me suddenly drop down from a million or two to 
a small figure. 

I was very glad you sent the message. I don ' t 
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Gifford: 

H.!J. Jr: 

Gifford: 

H.!.!.Jr : 

Gifford: 

Schenker: 

Gifford: 

- 11-

want to advi ee fOU daf to dq. I ua certainlf 
not going to advise you who you should do 
business through, and I appreciate that if fOU 
had slowed up without saying an,tblng, I might 
have got hold of Sir Frederick and said, ~fuat 
ho, what is this? Are the British getting cold 
feet?" Or something like that. So it was all 
to the good , But I wanted the S!iC to know about 
it, too, and I r.anted to get the be.nefit of their 
advice. Now, there are a number of people l'ho 
are coming to see the SEC with their tongues 
hanging out and thei r chops watering r.anting 
to get a chance at same of these En~lish invest­
ments1 and I wondered when the Engllsh Govern­
ment 1s going to be ready to talk on that. 

I think you are aware, sir, that Sir E~3ard 
Peacock is on his way as fastaa the clipper can 
bring him. 

Yea . 

I mean ha is stuck at the moment just as Mr. 
Willkie is stuck going the other wa1; and he 
is, I presume, bringing both authoritf and 
information, information that I certainl1 don't 
possess, fOU see. 

Y/elli I wanted to get that to the SEC, that 
real 1 until he arrives- -

I t is quite impractical to do anTthing as far 
as I am concerned until he arrives. I haven't 
got the data . I just haven't got the st raw 
to make br icks. 

I want to be in a position to tell these peopl e 
what the situation is . 

I am having the same calls, you see, in Uew 
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. . ,,, . . . . .. .. 

~ c:.en:-:cr : 

. c.~t:n::cr : 

:_·_or.:: 

.. . • J:' : 

ihillips : 

. Jr : 
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York f r m dozens of people, end 1.!u:t I am 
~oil!g i~ , I ';ID •• ,z.ki ne up t. file , notin~: r.ho 
1s 1nter es t eu and l':hat, and I have seen the 
note that I think r eached :.:r . Pinscnt o.· 
Sir Frederick of t he sL'!Iile. r calls tha t you 
hnve had. 

'iou sec, I pas~ed it arom.o . 

2?4 

Thc:1 herea.:·ter, ! nill send ~·ou ;:;ot•e than cne 
co'O;· , :.:Z. . Sccretar;,·, so ;,·ou c:ln :ca!;e it &vc:.l­
r:ble to t:te= . 

.. ell, I ;;ill tell you t:lul t ··ou 11ill co, anc it 
\.ot.:l'" save ;::e one ootion, if ;,·ou -.oul.: se::!I it 
to ::crle Cochran C.irect, t~e:t he coul d. .;et it 
ric:tt to Pinsent , you sec . 

There 1·:as an inouiq about the rea l estate in 
rlc;; Yor:{ yes t erday f r o1 .. a very substMtial firu . 

I :mot·: no thin;; about the real estde . 

.~<ncl some of the Eonolulu propet•ties, r e.i lPoaO.s . 
I :uc•· be able to ;;et you a custotter for the 
.:aniia railllay bonds you were talkin.; e.bout . 

. ~· clifficulcyis not ;;oin~ to be l ack o:' bu,~·ers , 
as I can sec . 

I ccn t ell these people r.e CA"J hAve so::1e infor­
ot. ti on in a : e.-: iia;ts . 

Di.J.n ' t you announce in the papct•s that he left? 

.. c \':ere so in.; to ' but :;ou J:no;; :le has bee:l held 
back four or f i ve days now. He ne.s due to 
leave t oda;,· . 

J:as he l ef t Lisbon. 
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Phillips: 

l. .. , Jr : 

: .. . Jr: 

Cif:'ord: 

I .::. Jr : 

Bell : 

E •• '. Jr : 

.. bite: 

: .. ::. Jr : 

Gifford: 

&ell: 

u.:·.Jr : 
Schenker : 

Gifford: 

2?5 
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I haven't heard. Ho was due to leave today and 
my belief is as soon as ho does leave, it al so 
will be published . 

They were going t o announce i t once he left 
Lisbon, but t hey v1ere holdins it up . 

Froo what I hoarci from Pan-American Airways 
yesterday, I don ' t think the plane had left 
Lisbon . 

But he uas supposed to be on that ulane that 
r.as supposed to have l eft the 19th: 

~hen that plane ~ill come depends on the r.ea ther. 

Dan, do you ·;;ant to raise anythin&? 

No. I am getting a number of inquiries, too, 
about the direc t investllents, 11hcre they shoul d 
make their contacts and so fort9, and I have 
told most of t hem that thoro wlll be a gentle­
man here t o deal with that in the cour se of the 
next \Yeek or 10 days . 

Harry·? 

Nothing. 

Ed·t 

I an quite nilling to see them. 

I told them that they could see you in the =ean­
time . 

Schenker? Anything? 

llothing. 

I have seen a large number of them. 
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Bell: 

H.ll.Jr: 
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I'll bet you have. 

I thought it was worth while to come down just 
to spend a halt hour together and, as I aa~1 I wanted to be sure that I was together witn 
the SEC, that is what I wanted to make sure. 
See, it is kind of hard to keep everybody 
posted not only in the Treasury but all over 
the Government what we do every day, because 
things are happening so fast . 

Well, thank you very much. 
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January 24, 1941 

Thia waa handed to the Secretary today b71lr. Gi!tord. 

-
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No.28 -

7th Deo-ber 19S9. 

Fleeee transmit to Sir R.Hopkine ae too late to send 

by Conaul'e code. 

1. Saw Kennedy late today wbo oontirme our Yiew ot i•ed1Bte 

Vesting but advised strongly mucb smaller amounts. 

ditters trom our view contl rmed by I. P.Worgen & Co. 

thought our list a nry good sel ection with good ep•,••Q 
No opportunity to diacuae witb tbem again tonight, 

discuss tomorrow morning. 

2. Reterring to our 812 paragraph 2 reduced list numbered 

securities velue about ~120 million 

0 0 ••• 0 •••••••••• 

WlUC!Wl. 

No. 30 

Reterring to our 28 tor Treasury. Tbls morning' • 

discussion with I.P.Worgan & Co. confirms our view. 

•mJQlWI. 
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.r .... 
rorr .. tals 

H.M.Jr l 

r: 

B.M. Jr: 

r : 

B.M.Jr: 

r : 

B.M.Jr : 

r : 

B.M.Jr: 

leiiJ'1. 

lello, .Jla. 

,. •• ., "· 1,.1 
1150 , ••• 

I ball a -1oat1oa troa cu o.r.•. 

279 ./ 

tbia -~ 11bioh ooaoono4 1hol.t With 
pr1or1u .. oa toroip ooatraou u4 I 41411 1 t 
lulow 1dlethal' 1t ball 'booa oloaro4 111 \tl 1011 
01' ao,. I \bo'qbt I 1 4 loa4 a 00p7 ot U 
o•or. 

Woul4 1011 a1D4 ad41'0el1ac 1 t to ftl111p rcnaact 

r .. , I'll 4o that. 

Beoauao be ball41•• all ot \bat . 

O. I. I 11111. 

lo 11n1 With that. 
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H.M.Jr: 

Speaker su 
Rayburn : 

H.M.Jrl 

R: 

H. M.Jr: 

R: 

H.M.Jr: 

R• • 

H.M.Jr: 

R· 

R.M. Jr: 

R: 

H.M.Jr: 

R: 

Hello. 

y., , 

J&nll&l'J 24, 1~1 
2:55 p.a. 

280 v 

aa., Kd wae telling ae that J OU called 
hia about 11:00 and I wondered it 70u got 
throuch with the Pree1dent. 

No. I 414n 1 t t r,. 

Ob. 

I Juet - I b&•en't 71t. I aeeu.e he'll go 
awa7 th1e e?en1ng. 

He'• awa7 now. 

Ob, ht'• awa7 now. No, I 414n 1 t set tbro1J811, 
but I a going bJ and eee Cordell 1n the 
aornins &nJbow and eee 1t - and, Benr7, I'll 
let JOU know exaotlJ - truth ot tbe buainee• 
ie, Luther Johneon wae talking t o ae about 
thh the other 4&7 and I haven't oleared 
the tb1ng.with Blooa J et but that'll be all 
right. I will. 

I eee. 

But I'•• sot to ooneult hia ot oouree and 
I wa• Juet tell1q K4 that Ill'. Beaaan wae 
1n here tb1• aorn1n& and tb1e 11a1tat1oo and 
thing• like t.ba t 11 coins to be a bea4aobe. 

Yeah. 

We're tr,ing t o 4raw the thing and I w1eb 
1t JOU oould epare K4 1n the aorn1og, he 
and Beaaan would work on eoae ot t boae thins• 
a little tor ue betore we aeet &un4aJ aorn1nc. 

Be' • 7oare. 

Well, that'll be tine. I got here and I wae 
ao bu17 all aor n1nc, Benr,, that I Juat 414n' t 
tr,. 
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JI,)I,JJ' I 

II: 

H.M.JJ'I 

R: 

II.II.JJ'I 

R: 

R ••• Jr: 

-I-

Well, u'o JMrO. 

Aa4 I 4DD 1 ' bow Wbe~ 1' Wlll4 ban 6Du 
&DJ 1004 1a D 11,,10 't1epboat OODYtP .. ~OD 
&DJilOW. 

11111l'· 
h' 1f .. tall -·lr. •• , .... ~ lllm41Q", 
tlb7 1f lle waau •• w •• CNUI niau u w 
llH .. 114q aa4 lo' U co u ._,. 

Well, :rn oaa U.n DDJbo~ ..... CO' ._ 
lloPt. 

AU PiP', flat, BOIU7. ftwlk 7011. 

111P'· 
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B.II.Jr: 

PhiliP 
Young: 

H. M.Jr: 

Y: 

H.M.Jr: 

Y: 

B.M.Jr: 

Y: 

H. M. Jr: 

Y: 

H.M.Jr: 

Phil. 

Yea elr. 

I Juet talked to Mr. Btiaeon • . 

Yea elr. 

J&aaal'J ~. 1~1. 
3:•2 p.a. 

And he wanted to know bow auob the ln«lieh wanted 
to bUT tor the calender Jlar 41 and 42. 

Bow auoht 

I t old hia I thoiJ8ht the total wae eight billion; 
now J OU a1ght be tal king to hia, he ahould hen 
eoaeth1ng tor ae t or 811ftdeJ afternoon or earlier. 
Juet a eecond -

Yee lir. 

Bello. 

Yea air. 

Ien't that about rightt · Eight billionf 

Y: Yah, that waa the original tigure. Now JOU know 
we have that new det1cienoJ li lt. 

B.M.Jr: 

Y: 

B.M.Jr: 

Well, tell thea that between now and noon toaorrow 
I would like to know how noh theJ want to biiJ in 
thie calendar Jear 41 and how auoh theJ want to 
baT in 42. 

In dollaret 

Dollar e. 

Y: Oh I don' t know, I think 1t 1 • anJbodJ' 1 gue11 
beoauee I don't think J OU oan tran1late it into 
dollar value. 

H.M.Jr: Well Juat get -

Y: The quaat1t1ee are eo larse. 

H.M.Jr: Well anJWaJ, get ae ecaeth1ng, Phil. 

Y: Iee e1r. 

./ 
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I: 

B. X. JI' I 

I : 

s . x. Jr: 

X: 

B.X. Jr: 

X: 

- 2-

!ell. 

I l&ld f1Yt b1ll1on tor ~1 and ~~ b1111on .ore 
tor •2. 
Well, t11a t 1 

• a po4 ~'~"' &n)'llow. 

Well, I'll be ~kine to J OU ap.1n about u bJ 
noon to•orrow. 

ll11ht . AAJ obJeot1on to tiiOo ,000 wortll of forg1qe 
t o olearf (Laacllter ) 

(Laqllter) o. r:. Wilen are •• ao1na t o put til• on 
an a11ownoef 

I 40n' t know. We bad better 40 1 t eoon. 

B.X.JI' I BUt ll' do 1t da8D l OOft. 

I: (Laacllter) tee. 

I: ADJ 1deae •• to an uoWit Oft tile l oaD' 

B.X. J r : I'd l1ke 81r rreder1ok Pb1ll 1pe to eet that. 

X: Yell , tbat 1 e cood. 

B.X. JI' I Let IU• .. t tile U OUDt. 

X: All right. 
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AttacW hereto a a .,...,ted plul far • r "roc 
Seotlon 722 of the S.OCIIIIl a- .Ut of 1940, 1M a I"PJ' 
of tn. .Ut 1tlelf. 

DoaiJ1c the ooar- 1t .._ enda\ t~~at ,., .... 
of tiM .ut -u be "b'deec! ~ 'b7 -.pt1roc the 
~.., CID the Jlow of the S..te • s-t. Cleerp 'lllr1ell 

prori.de4 f<~~r ~ ...uot. n .. -s....toocS _,all coat­
u..t tiM Oeorp •• I t .. ~te ud .....al4 be ........ ~~~ 

'b7 u •- I ~ to be iatroclu.., a\ w.. -e1oo 1M to ~ 
to 1940 w-. 
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To• 

rroa• Ill'. Tarlaau 

Re1 Su&g .. ted plen tor crantin& relief 
umar the Excess-Pro!! ta Tax Act of 
lli2 

The proposals outlined below &re •118s-at.ed as a .... t hod of pro­
rldins relief in caoea where t...,. present provisions of the excess­
profit• tax operate inequit.abq, The proposals are t.o be inserted 
ln liet o! Section 722 or the present law, 

I . SpecH'ic Relief 

1, ~." corporations and corporat10M with Auctuating e&rnlnp 

To proVide relief tor corporations with nuotuatina earnings and 
Cor newly or recently orsanlsed corporations, taxpa;yon should be per­
rutted to carry forward for two years the unused excua-protits credit 
ot aey excess profits tamble 1""r, 

1. Crowing corporations 

To provide a 110re equitable a varas- eaminas credit ln the cue 
ot srowinS corporations , the following alternative ... thod or COIIPUtina 
base per iod earninas should be perllitt.ed in addition t.o the present 
averaging • thod: .t.scertain the average of 19)6 and 19)? eaminas, and 
the average ot 1939 and 1939 ea.rnioas; subtract the first uerage !rom 
the second , dhide the difference by tooo and add the result t.o the a...,r­
ab., of 1938 and 19)9 earninas• The reault.ina lUll $hall cCIIUititute the 
base period aaminas, except thet a figure in excaea or the laraest 
inco.e or &tJ:r yaar durlna the base period MY not be used, 

) , l.bnor• ,l deducttona in base period 

To aid those corporations which ba•e reduced aarninp in the baoe 
period because of UDWia&1 deduction it.au DOt elillinated under present 
provisions, it 1a SII888St.ed that abnorMl deductiOM in the base period­
•i ther those abnor-.1 in ldnd or abnor-.1 in eaount (br reference t.o the 
averaae of the correepoodinl it.ell in the tour previous ;yoers)-abould 
ba ellm1nat.ed in the cOIIi)lltation of baoe period earninas. 
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4. Incorpon\1.• of J!!ll1iMAd.p or !9l.t 1ZI"Mrittgrlld.p 

To per-.1~ tat anrap Mn1np oroadi' of • oorporauaa toawd 
durin~ thl ba" pel'io4 •• • r•lll~ of tM 1Aoorporat.1aa ot a ~ 
ohip or aole propl'iet.orabip \o retleo\ tM ea.I'DJ.Bp ot acb ~­
oor, tat baM pel'io4 ea1"ll1llp ot tM oorpont.1oe abMld be oo...,..... 
by reterenoe w ~~~~ aamiDp of tbe part.Darabip or proprie\onbip 
instead of the pre"m b;t'potat\ioal. 8 per-\ of iaftiiW oep1 tal pro­
nded in thl preaeot laY. Tbia prorta1oe abooald be UaiW w -• 
in ..tdcb there 11 oo cbaoa- of 1deoU~y •• a reauU ot tiM 1Dcorpora­
tion and eucb incorporation OCC111'1 in a t.u.-tree amt.n,. • 

S. C.pital is&UCII of iteM pr!!i!J!!!ly ded!!9M 11 al!p!!!•t 

To preYaot the bardebipe tbat _,. o- by r- of tat dedDCU011 
in prlor ;reara tor in- tax purp .. aa ot .. rtaio eJpelld.ituw ...., .. 
capitalisat1CII wooald ban ~tiM the ...,._,. 1llldar tbl uc•• protito 
tax, tat taxpa,-r aboQld be pend.\tad to re =n"• prior ,.are and aiDt 
the d .. i red cbaneM. Tbl.l8, 1t tM taxpa,-r bad erroaaoul:f declacted ao 
eJ:j)tnditure which lboul4 law ben oapitalhed, or lart.Dc u opt1cD 
to deduct or capitali.M tM eJ~pellditve, bad cboMt\ to dedl!Ct it, it 
•bCIIIld be pendtM to rl't'iM tat earliar 1DO.- tax trea..,t and 
capitalila the eJ~pelldib&re 1t eo deaired. Aq edd1t.1aaal in- tax 
due 11 a renl t of .,.cb cbange, phe intarea\ thereon, WOOild ban to 
bo paid. Io till 0111 of eJIPIIldit~~n~e tor edYen1tiDC aDd eood w1ll, 
the capitallaa\1011 of \be porU011 properly a~tl'i'butable to capital 
1bculd be u.Lted to eJ~pellditur .. -.de in till ba• peno4 ill Yiw of 
the short lite of tM be1111t1' of 811Cb expaod.i tuna • 

6. Corrto)S.cp of errop!OG! r.Gl w prmowlr rNob!d yal!r t.be ip­

co.t.u 
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s. .Uttllat!& ..... , .. 

n. ,..._, natn.Uou atten'-1 lM1•1• ot Jr= 11 
collpUieo la oouolllaM& ntwu .....U M "" , te IIIIIW. 
if oena1'7 w•-• • ZJ es .. ..., " pen~,._ te ru. -u-.. 
rotuno wUII aoa-luw •• O..,...SM, 

9. Oela oa llmtl•!!g -•W!I!t of •••• 

.t:o Olpi\al piu .... elt..laa'ol Ina - Jftftte s-, -
oo pia oa tile '--1•'-7 -el• or p1;w-. (.,.. oo 1o -~ 
pa14 oa tile looo of • ~ 1o - e6 tile ta W&t ot * _...) la 
elallu \o Olpi\al pia, ftllll lOla (11 U la nlol _. \o " -.ttol 
p ia) UtooriM illlftU M -.1 .... trGa - ;Nftte s.o.i. 

u. !='Dl lel&t( 

fo prori4e rel&ot 1o -*lalJolot - _. _ _. ~ tM .._ 
.. olllo l'eliof JI'Wio&-. • r tel l'el&el Jl'w&o&• -.H. lie lao 
oor\ol aloac •» follow'-1 lioeel 

1t tile ..... ., .. liMn 11r tile ol- Jllll I 11 ot tM ~ 
\11&\ , ..... ,.., .. .......a.aco ............. ,.._, Jl'"lai- -
ltll ... \lie ...... ** Wl&l& --.117 .... -- .............. 
\lao ~ a.lac tile -.. potlo&. -iMI'lac Uo ••- oo M _,. 
of 'buluoo .. ., ............ of , .. l&H\ -··· ;t!lfttl! 

0 a •• 
,..,., 11M.,. .. .._ • ...,...._,. •••"' ..,, .-M.leett ,._ =::.:::-.:: ~i.'~::·:: ::r .:,:: =:: :~:u!f;. 
ui ...... .,....,£. 

• hUret .. u.t•U'!' elleil1& ... _.. .... 1-No '-tile I •• 
hliot ;t'Wial- • 
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(b) ~o rel ief should bo l'&n~ed unlott ~bt corporation Ia P03lng 
An exceaa-pr ottta tax e qual to at leeat 6 per cent of ita normal tax 
n•t tnco=c and unle aa the relief granted ~oul4 reault in a d121nut1oa 
of oxceoo-pr oflte ~a% by at loaot 10 peresn~. Tbe rol ler grant ed 
, houl4 not reduce the exeeaa-profi ta tax belo" aneh 6 perc ent figure. 
and the reducti on allowed by reason of aucb relief should be r educed 
~;: 10 percen t o f tho t llx colllputed l'!thout ouch reduction. 

(c) A tllxp&$er ~ust eo01pute hit tox without tho ben•f!~ of the 
... 1'\ rc.l rol i e! provteton and muat petit ion the Comm lalion• r f or aucb 
rell•f by w•y of " clal~ for refund. 

290 

(d) A ~aroayor say appeal froa ~he Coomlotlonor ' o doclalon re­
•o••t lnc tho «•••r&l r elie f proYiolon onl y ~o ~ho Board of Tax Appe~lo. 
A •~e: !al d! Yl olon of ~hree aeabora ahould be e t~abllohod In the Board 
of ~x A'o•al• t o hoar ouch appealo and I tt declt lon ohould be f i nal . 
froc~dural steps ahould be adopted \0 coord1Aat e the conslderat to~ o! 
the :ellef and non-rel ief phase~ o! t he exc eaa-profi t a tax , and the 
c)na14erAt1oo of the tncone tax and the exeett-pr ofita tax. 

Ll•l~~lono (b) and (c ) ohould aloo bo appl i cable ~o ~be spoc lflc 
rellof oroYio lona regarding tho capl~olloa~lon of &dYertlolng and good 
vlll ·~•ndl~uret. Limitation (d) ohould aloo be appl i cable to thAt 
so~cif lc r el i ef pr ovision, to the preaen t Section 721 pr oviaiooa , and 
to the opeol f l c r elief prov1a1ona reapec~lnc abnoroal deduction• and 
abn~rmnl income . 

SSSa ora 
l/22/~l 
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To J)rovldc nwcnue, and tor other J)Urpolitll. 

R
11 

it tnnrltd. by tlit1 St1tato am:l B oule of Repl'tttntatfvtl of tl1c 
tJ,I;,,tf • .;:wtu of America in. Co1Jf}~k8 a~1embletl, That. thia Act may 
LPrilt."'-l zu~ che ··~ .. ,,,() Jte,•enue Act of 1940". 

TITLE I-CORPORATION INCOME TAX 

SEC. 101. CORPOR.ATIOS ISCO)l£ TAX. 

I•) T.x OS coa.-..nos s "' OE."<EOAL.-S«tion 13 (b) of the 
lmtm•l Rt'\"f'UUft Codt-, u 1untne.kd by section 3 of the Re,"t:nue Act. 
•• r tO I(). j.., ftnltndtd to rt•d u follows: 

"lbl ht...,..mos or T.x.-Tbue shall be levied, eollocud, and 
J)01id or rach uauble ytar upon the normal-tax neL ineome of every 
c-{\rpornlion 1h0 nonmtl-tax: net. inrome of which is more than $2!i,OOO 
te:ccl'pt a co~ration £ubject to the tax im~l by section 14. lite­

tim• ~1 (o), Suppl•ment 0 , or Supplement Q ) whieh .. er ol the 

follotting t~xtt is t he l~r : 
"( t) Gt~tlt .. \L not.E.-A tax o f 221'1- pe.r t.-enlum of the normal· 

tu cH·t incomej or 
1'(2) At/J'Y.RNATIVE 'TAX cCOBPOitATlC),:g WITit NOMM •\I••T,\:C: Nt':T 

ll'r'CO.J.I P. "'I, I(IHTLV toiOill~ 'Tlt.\N $~:1,000)·-A tBX of $3t7'151 ))hue 
:1~ l"loC'r ctnt um of the nmount of t he nonnlll·tBX m~t mcorne in 

UCC'NI of $26000.11 

(b) T.•x os Fon•••" Conl'OKATIO>'s.-Seetion 14 (e) (1) of tho 
lntl'nlll1 Re,•enuo Code, u ornended by section 3 of the RM·enuo Act 
f ! ( 1910, ;~ amtnded to ~•d as follows : 

··tc) I'"ORonN Co•cPOUATION s.-
••(t) In tht t'l•se of a. foreign corpc?l"fttion t11gtl~ in trada or 

Lu .. inf'i' 1\ ithin t11e United Slates or having an o#fl(e or plate of 
b\l .. in....s thtre.in, the tax shall be an amount tqllll to 22R t>tr 
'"'ntmn of the normal.ta.x ntt. inc»me, rtgardlftll of the amounc. 
d~tftOf." 

(rl T •• 0:< ~(L'TUAL J"""'"""''T Co)IPA~,.,._-S«tion ~ (b) of 
tllf' l nttmal. Revtnue Cod~J as amended by &ection 3 of the. Re\'t.nue 
.\ct. of 1010, tJ anltndtd to read as follows: 

" tb) l>l,...mO:< or T•x.-Tbere •hall be tovied, eollocted, and paid 
fnr t:\l"h tuable ytar upon the su·ppleme.nt Q. t'lt.t incomt of every 
mutual invt!!tment. t..-ompnny a ta.x equal to r.il-h ptr centum of the 
lllllhunt tlWrtO( n 

(d) or,ts~~ 'T'AX F()ll Ffn~ YuRS.-The finrt Jentenee of ttCtion 
t:• nf_ the 1nterna1 Re"·enue Code, ~addec:t to such Code by stet ion 201 or 
dh' He\'tnuc Act of 19--10, t" amended to re11d ll8 rollowt: 

11
1n the cusc 
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of any tupa).'tr,, the •mount of tax ?ntler this t'hapt.u for 
111 abl~ yttr heguuung after J.>e.cember ~1, 1939, and bdo~ ·hnu! liJ. 

UHJ, ,,~.hi ll be the ta.x computed wub~ut regard to d li,. lif<"''t I, 
iuc~II.!:!'NI by 10 I>C'r ~~~tu.rn; ex<:e1)t. that t.n tba tn!l6 of • t'{tf"J>onu'ltt, 
tho iuc~n~ fi!ra I be lnruted to 10 per centum of the Htx t:(,IJl ~~ 
without regard to tho amendments m•de by ~JC<:tion 101 (a) l"'(bod) 
and (e~of1hc&>rond Rcvenue. Ac::t.ofJ940." ' ' 

(c) l',o;:<,\ 1\I,Y. Yr.AIUJ 'Nl \~r rm:ar Ar•r•f.JC.~ru.I..-AIIIeutlm4!11t8 nurdeb 
thi'4 fi('CI ion ~hn ll hn nJlpiJcnblc only Willi J't"SJX:ct.. to lnxalJit~ Ytl Y 
l>eginniug uflca· lk 't'\'mbcJ• at, 1{)30. r-s 

TITLE II- EXCESS PROFITS TAX 
SEC. ZOL EXCt:SS PROFITS TAX OF 1940. 

Tha. lut~rull l Re,•enue Code i.s am~ndetJ by in-'Sertins,t dter lof<1ion 
700 the following new subchapter which Jruly be cited as the "1-.Ja.a. 
ProtiiJ Tu Act o! 1940": 

"SUBCHAPTER E-EXCESS l'ROFITS TAX 

""l,.art I 

"SEC. 7tl. UtPOSITtO~ OF TAX. 

"(a) J><roomo~.-Thero shall be levied, collected, and flllid, lor 
each ll'IX11blo yenr lx'ginning ofl~r December 311 1939, on the adju'IU.Id 
exce&.<;J profila net. incume, l'S definecl in subsc<:t1011 (b), of tWtry cor­
porn lion (except. a corporation exempt untlcr tieell<m 72'7) 11 tu as 
fo llows : 

" (I) U J)Oil ndjush•d exce~s profits net. iucoruNI of I~ lh11n 
$20,00Q1._¥t'i per oculurn o f the ndjusteU exeess pl'tlfi ts ML incomt. 

"'$Ji,lMJ UJlOil odju&ted <:xcess pi'Ufits net in<:oriiCS of $1-lO/)()()j 111d 
upon 11djmlted e:<OC'ss pr·ofits net incomes ht excel!3 or $~'0.000, end 
nol in tXt~ O( $50,000,30 per centum in nddition o( bU<:'b UftM. 

"$14,000 Ut"k•n ~tdjusted excess pro6ts net ineom~ of $.PIO.COO: 
nnd tiJ;on ndJllSted exC4!55 profits net incomes i~l u~. of $Ml,OOO, 
oud not in UCHS of $l001000, 35 per centum JJ\ 1dd11t0n ol IIUt"h 
~X~. 

"$31~ upon adjusted excess pro618 net inrou,.. ol $100,000: 
and upon ldJUSled Ucess profits net inoomes iJ~ Un'S! f?( $100,f)Xl 
and not in e:ccesa of $250,000, 40 per oe.ntum w atldalaon of tudl 
6

~,::.00 upon adjusted excess profits net. incom('oli uf sa~ao: 
and UJ>OO adJusted ex~ profits net ifK.'Omes i~ Ut't"S!! ~f ~" 
and not. in excess of SOOO,OOO, 45 per oenllrm 111 addat1011 of liU• h 
t.x~ . t.J\1\nr.'l · '·$20-1,000 UJ>On odjuirted excess profits net m<.'()tut•s of $!1VYt'-""'· 
and upon ftdjustt'fl C'X(.'t':liS profi1s net incomes in cxl"e!i8or SJOO,OOI~ 
GO r.er centum in ttddit ion of such excess. 

' {2) A a•a•J.IOA'MOS o·p JtATf.S rx c.\s& oP c~tHTAIN r.xtJJA:.O'Cll~; 
] ( t)ac. flt :c:pny<W'£( hig-hes t. IJrncket nmount for the tat:<11biG) i 

<..'OIIaJm led urul•••· toe<:Hon 7!)2 (refut ing w Ct!l'l~li ll cx<.•luangeil)) ; 
lc..-.s thou $500,000, thcu iu t.bo upplintiou of J>llnl~rta Jih (1 ° 

3 

ahis subsedjon to such ta~pt.)~r, in lieu of t•ch •mount othtr 
1h~n .tJte pt:I'UJ1laget, IJl«,lfittl m such pa!'lgr~ph, lh~~ ,.iulll bn 
tubsntuted an amount wluch bears I he s1me rat

1
•
0 10 

II · 
'6 .. ~ th I · I b k · "'•moun• ~-1:\1. I& . . e ug •eu. rile et. amount ~ oonapulf'<l beurs to 

.. (b) D&nNJTtON' or ADJVe'I"EE> E:c:cr-88 ])lton- N. · - r .. , ' . I 
I · I . t' ll t • 1' . ~ ·• • "' .. " ·" ·-' s o!Ot'( 111 t us sec 10n, 1e erru . ltlJUI;tt'u e:c:C'e88 prolits net int'Oiue· ;

11 lhflc•nsc.of IUI.f Caxobfe y~tu· nu~n ns tho cxc.~-s J)l"{lfils 11et incmnc (o 
dt'fined Ill sectJon 7Jl) IUliHlS the fiiiiU o( : -8 ;'( 'l S I•F.ClP'IO tX.t:JIJ"I' H)N.-J\ topt'('ific t'x-cmptjon or $5 000 · 

''(~ Ex-cESS PROrrT8 c~rmiT.-11w rtrno1mt. of the <'X l't'l:i.~ pr~flt.s cre<ht ollowed under scctaon 712 ; 11nd 
.. (3) UNUSFJ> E..lC':-oC.8 t•MOrr'nl CN~nrT.-fn 1he t•a~ of 11 rnx ~1 '(.'r 

the nonnal~tax net HI<'Oille Of Whtch (or I he IU.•ble \'t::tr rs ;.OC. 
more than $2.51000, the amount by whic·h rbe t .tctSS piofits t'rttlit. 
for 1he preeedmg la_nble year ( af I.K-giuning dter Dtctorubfr 31 
1939) excetd.8 lh6 u cey profics net mconte for sutb p~lj11,! taxable year. o 

"Sf('. 111. EXCESS PROFITS ~ET ISCO)tl! • 

.. (1) T AXAN.& ). ... &A.u Dr.onnaxo Arw_. lh:t't;wa•:a 31, JS.'\9.-TJ~ 
t~ profits nel mcoJue for nny t•nblt ~·eu btginnint!: after l.>foc:tow~ 
btr 31, 1939. shall be tbt nt~nnal·tax nPt mcomt, as deofiuOO iu st'ttion 
13 (a) (2), for such year UCt'J>t tl111t the following ndjustments .sh11JJ bt made: 

"0) ExcESS PBOPIT8 Clf~DI! C'OlH•, rn.o m~D£tt l!oo"CO>-n : t ni2>JT.-
1f _1l1e excef\s profits Cl'fe.ht. 18 ('Omputc_,l unde1· set.•tion 713 lito 
:adJu&trn .. nts 6hllU 00 flB ful lowt~~ : ' 

• " (A) lnl;omo Toxt'fl.-'l'he •lt'(lucl ion fo1· taxt-s ,.h:dl 00 
Jncr·cnsed by tlf! unaoutlt t'(-111111 co lh(' tux (not inchuliug tho 
t:tx undeJ' scctum IO'.J) under Chnpt€'1' I for such t~1xnblo yenr; 

"(B) Long·tcm• O<>ins and IA<..,...-There sh•ll be 
excluded long·terrn (.'fl f)iln l gnins ond l~'"t'S. Thel'f' ~hall be 
ueluded tl1e u cess o ~ins lrom cbe ule or e:cchange or 
property held for more llum tightettn months which is or a 
rharncter which is subjfe.:t 10 1he allowante for d~preci1tion 
provided in Retion 23 (I) 0\'tr the I~ frum d•e sale or 
exchange o( such eroptr!y; 

w(C) I ncome F rom Rttirtment or Di:stharge of Jlonds. 
•nd SO Forth.-The~ sl••ll bo ••eluded, in the.,._.,.. ol ony 
r•x:payer, income derh'ft<l from rhe re.tiremen1 or di:sm:.r~ 
by lbe t&XJ)IJ·er of IJ')' bond\. •ltlx-nrul'f', nott} or ff'n ifio.rco 
or other e\•idtnce of nHiebctc1ness, if d.e obhgation of the 
lU]M•yer has been oucct1ndin8 for more than c•ighlt'tn 
months, ineludiug, in cue lht JSSUftnc:e ll.'as at n premium, 
tlle amount inrludiblc in income for such year solely becnu~ 
of such r-etir-ement or di ... c•Ju•rA"<'; 

"lD) Refunds 'tud l11te1'e).( on A~tricult urRI Adjust u)Put 
Act Tnxe~.-Tiuwe p;h1•1J be cxcJud!'(l income 1Ht ribn1able 10 
tefund of taex rmid uudt~~· I he t\gritultumJ Adjustmrnl Act. 
of 1938, os IIUienLicd, nll(l intere:.t UJWn auly such l'efund i 
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4 
"""-~ "(E) Recoveriel of Bad Debts.-Th•re shall be exeludtd income attributable to the roeovory of • bad dt!K il a clod• tion with roltreoco to IUCh debt,~ aU~able r­inoom& for any taxable year ht11nruog pr•ot to J~tnua~ lOtO· ' • "(k) Diridooda R<ee!ved.-'ry>~ c!'"'fit for ditid.ndt rece.aved shall _apply, , • ..,out. hm•ta.t•on, to tlivid\'ndt 

00 stook of domoabc corporaltons. 
• (2) EJCEIIO 1'110nT8 otu!otT oo~vrym m<on """"""' .,.,.., c:uon.-lf the Uce91 prc6ta e:Mll. 11 computed under ll!t'lioo 7141 t.ho adiuatmenta shall bo ns follow•: 

"(A) Dividonds ~ved.~l'!•• . credit lor diridtad. .._.ved shall appi.Y, wttboo~ linutauon, to all diYidondJ 011 SI<>Ck of all corponttionl!, ucep~ dividends (act.uol or..,.. structive) on stook of foo·eign pe,_,nal·holdmg eempoaios· " (B) lnt.....t.-The deduction forinteroot shill bo Jtd....i by an amount equal t~ 00 per centun! of so mudt. of lllclt interest as represents Interest on the_ mdoblec:ln~ I.DC-Iudtd in the daily amount$ of borrowed capttal (dettrmiuod Wtdor stetion 719 (a)); 
"(C) Income Tuea.-The doduction for lues sltnll be increaSed by an amount equal to the tox (not includin' tho w undtr atetioo 102) under Chapter I for ottdt tallblt year· 
"(D) Long.term Gains and r.oa..o.-There shall bo excluded long-term capital gairut and 1- Theno shall be eJcluded the eJceol of gains from the aale or exdtan&t of pro1terty hold for morn than eightoon months which is of o character wbieb is oubject to t.he allowa""" for dtn....Wioo pro•kled in I!Ktion 23 (I) OTer tbe 1- from U.. •lo or ex:chanse: of such property; 
"(E) Income From Retirement or Dil!Cbarge of llcod!, and So Forth.-There shall bo uclndod, in thO C&!lt of .. Y taxpayer, income derived from tho relirement. or diaoh&JJ:t by the taxpayer of &nJ bond, dcbc~ture, not!', or. certi1icttt or other eridtoco of mdtbtean-, if t.he obhgatiou of lltt taXJ"'yer has ~n outstandinjl for more than eigh}..., month.'- including in ca.ao the tuuanoe was at a prtmnun. the amount. includ:bte in income for such year eolefy btcaa of sudt retirement or W.Charge; . "(F) Refunda and Intore~ on Agricultural AdJu!lmeol Act Tues.-There abaU be excluded income altribuuble to ~fund of taJ paid under t.he .Agricultural Adj-~ Act of 1933, aa amendod, and interest upon ony such rt;fundi "(G) Intores~ on C.rtain Govtrnment Obligattono.~ ootTna!.taJ net income &ball be in~. by an-~ "";j; to the amount of the interest on obligattooa held dunlll taxoble yct~r which are dllSCribcd in secLion 22 (b) (4),;.: pan of tbe interest from which is. escludibJ6 bun ·r lltt mcome or allowable as a credit. aptn-. net tnc:omtt 1 

taxpayer has oo eltlcted under sectoon 720 (d) it "b.d eluded "(B) Reco•eriea of Bad Debt&-There sbda_,_ if u ckcloe' inoocne attributable to tbe recovery of a bad .,... • 

lion .,..;t.h rtference to ouclt dt!K waa allowable from I"* income for &D.Y taxable year bollinning prior to J anua~ 1 tHO. ., ' 
"(3) TAXA~~~.& TIWI tao T1Ull """'"' MOl<THL-11 the t.uabla f"r it a ~riod of 1- than nrtln IDOiltho tho ..... profiu net tncomt olWl be ol.....t on an annual baoio by multiplying the amoun~ thereof 6y tho number of days in tho twel" montba tndine .,..;th tho. clooe of the W.ble year and cliriding by tho numboir of daya m tbe taxable ytar. Tho taJ shall be sudt pa~ of tbo taJ computed on such annual baaiJ u the number of dayo in the tuable year it of the nwnbor of dayo in tho t•eln montba tndinl .,..;th tho ckloe of tbe tanble ,_ • "(bJ T.x......,. y...., m a .... Panoo.-
"(t) G~NEJJAL """" ...,.., ADJ1ni'DI.,..,.._Tho .. .,... pro.fita net income for any W.ble:fUJ' aobj«t to tho &Ttnue Att of 1936 shall ba the nOrmal.tax - ineome, ll ddlned in oection 13 (a) of such Act; and for any other taxable year beginning afier December 81, 1937, and before January I, 1940, shall be tho <pe<ial.clul - incomt, u defined in -ion 14 (a) of tho applicable revenue law. In e-ither case tho following adJustment. $!tall be mode (for additional adju.sttneou in cue of certain reorganiutions, see --.ion H2 (e)): 

"(A) I ncome Tuea.-The deduction for taxes shall be inc........d by an nmount equal to tho tax (not including tho tax under ..Won 102) for 8beb tuable 1e1r under Title I or Chapter 1, aa tho case may ba, of the revenue low applicoble to such xear; 
"(B) Long·Term Gains and x-.-There &ball ba uclu~ loriit·term capiW gains and """"-- 'Ibero shall be eJcluded tlie eJeess of gains from tho sale or exchnnge of property held for more than eigh!A!en n1onlhs w!Uch it of a charactu whieb is subject to tbO allowaooe for dtprteiation providod in ..Won 23 (I) ovtr t.ho loeoes from tl•e sale or exeb&n!;'! of sueb.J>ro.P<J:ty; 
"(C) Income From Retinment or Discba~ of Bcmda, and So Forth.-There &ball bo excludod, in tho caoo of any taxpayer, ineorne derived from the retirement or dischnrge by the tupayer of any lJ:>nd1debaoturo, note, or certificate or othtr ~.;d....,. of ind............, if tho obligation of tho tax· payer h .. boon outstanding for more thsn eighteen montho, anc)ud.ing, in ct.&8 the iMUance wu at a premium-. the amount inclndible in income for such year aol•ly beca- of such retirement or discharge; 
"'(D) Deductions on A.eeount of Retirement or Di~~ebarge of llot>ds. and So Forth.-If during the tuable year th~ tu· payer reures o·r discharges any bond, dt~ture, oo~e, ~r cer· tificate or other ovidonoo of indebtedneaa, if the obUgatton ol the taxpayer bas boon outstanding lor mono than tightetn monlhl!, tbe following deductions for aueb tauble 1e1r shall no~ be allowed: 

"(i) The doduetion allo~·able und~r sec:t.ion 23 (a) ~or UptruJes paid or inc:urrtd in connertion wath wc.h ret.lf"&o me.nt or ditcharge; 

• 
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"(ii) _The declucti!>" for '- allo-..ble by....., of sueh retiremWUrdiecharge; and 
"(iii) In caM the issuance was aL a disccHan &11\ount. deduet!ble for such year solely beeauoo of.':: retirement. or diotharge; 

"(E ) Coaualty1 Demolition, and Similar ~Dod ... uons under soot1on 23 (f) for 1._ arising from fi..._ atorms1altipwreek, or other casualty, or from theft or arm.. from UlO demolition, abandOOJilOnt, or lca of -M ralao of property, not eompensal«< for by lll$W"&noe or otherwu., shall not oo allo"'od; 
"(F) Repayment of Proc:essing Tax t.o V.oo--1\t deduction una.r -non 23 (a), for any taxable year for u:penoea shall be dee...,..... by an amount which boa~ u,. &une rfttio to the amount. deductible on aoeount of any rt(llJ· mtnt or credit. by the eorpomtion t.o ila vendee of any­auributable t.o any tax under the Agrieult11ral Adj.._ Aot of 1933, as amonded, as the exCOM of the aggreg.te of u,. amounts 80 deductible in the baso period over tAc ~tt o f tbe amounla attributable lo taxM under ouch Act <OIIod.d from ita vend- which were ineludible in the eorporatioo\ gross income in tho buo period and which were not paid bears to the aggregate of the amounts so deductible io 0.: base period; 
"(G) Paymont of Judgmenta, and So F orth.-Dododiou altnbutoble to anr claim, award, judgment, or dee ... ljtlimt the taspttycr] or 1nterest on an,>' of tl'le lortgoin_g, lhalJ DOt be allowed it in tho light of the tupa~• ~ it ... obnonnal for the taxpayu to incur a liability of liOid> du.r· aele.r ort if tho tax-payer normally incurred such l~'abilit , the I\Jilount. of such lia"bility in the taxable year ~·u y dioproportionate to the amoun~ of sueb liability in f.., prerious ta,xablo years; 
" (H) All exP."nditmos for intangible drilling and develop. ment costs p1.1d or ine urred in or for tho drilli!ll or weOs or the preparation of wolla for the produetioo of oil or cas, or expond1tures for de,·elopment -.; in the ..,. of miDoo, which the taxpayer hiiJ! deducted from gr<l88 income ~ an expense, ahall not be a.llowed to tho extent that in lho ligtll of the taxpayer'• busi.- it was obnormal f!'r the IUJlOJ" to ineurr a liabilify of such character or, t.f the IUJl01" normally incurred such liobility, lo the extent that tht 

amount o f such liability in the taxable Y.••~ !'aa ~ 
1W. p ropor1 ionate to the amount o f ouch liab1hty m ""' previous taxable years; and . . " (1) Di••idencla Re<eived.-Tho credit .. for dmd"": ....,. .. ed aha .II apply, without limitation, to diVIdends ou sto< 

of d~ie corporatioos. . ...,. • (2) CAPrrAL OAl1'8 .,., L008rA-For the pn.,.... of lil:...,, soot•on the normal·t ax net income and the s~i~J..c.la~ 1::_ioa 23 rdtrrtd t.o in paragraph (1) ohall be eompu..., as 1 
1 tilt (g) (2) Stetion 23 (k) (2), a.nd -ion JIT nro part 011 .,.. ro•·enue '""" applicable lo U1o t•nble ynr I he ueeso prpfi 

7 

illtOtD6 of "hicb ~ being eompoted, with the exeepti<m !hot the net oh<!rt-term eopttal I* ~-over provided in subeection (e) of eoet1on 117 •h•ll be ~pp_licoblo to oeL abort-term capital ~-for to;tabl6 years b<IP."J'lllg oftu Dec:emb<r 31, 11134. Such .... ptoon. ahall not apply for the .,...,.... of oomputing tbo tu under thiS 5Ubchapter for any ta.xable year btginning befo~ January 1, 1041. 

"S.F.C. n:t. EXCESS P80FITS CllEDIT- ALLOWANCE. 
".(•) J:>ct~o~r.sno q.IU'O~ATlONs.~In lhe .... of a <lomeotic eorpo­rnuon wluc,h was in exasttnct btfore .January tJ 1040, the excas profiC3 credit for any taxable year ahall. at the ttoction of the tax­payer made in it~ return fo.r ~uc~ taxable yeer, be. a n amount. com. J)Utec! umler ~uo!' 713 or 6ect1o~ 714.. (For . elettion in cue of ctM• m roorgaruzaUona of corporations not. qualified under the pre­ceding ..nteoee, - &<ction TU.) I n the cue of all olhtr dolll$ic ...,.,.lions the Ueet!ll profiu crediL for any laxablo yeo.r ahall bo 1ft amount. eomputed under section 714. Jn t.be case of a dorne~S.tie cor110rntion which for any taxable year doetJ not. file a rolum before !be upiration of the time p.....,.;t,ed by law for filing ouch return tb. exoelll profi'- credit for such tuoble yeor llhall be oo a.m011ni computed under ,..,You 714. 

"(b) F.oREJo>r ~-no><o.-:-IJ! lbe w;e p f a foreip corporotion tllg1lged ID trade or~- wit!ti• the Uruled Stateo or ha•ing an ...,., or plooe of bU$1DOO$ therein, cl1e firat taxable yeor of which under thas subchapter be~Sins on any date in I94n, wbicb was in ui>leoce on !he day forty..,,glttmonlhO priortollUCh datoaod which at M1 time during -b of tbelaxablolurs in llUCh forty~ight montbs ns tngogod in trade or buoiness within tho United Stoia or h•d an • ollice or pllce of busineSII !herein, the U eeolll profilo credit for any • . lnuble y .. r •bsll, at the election of the tazpoyer i.n illl return for """ taxoblo )'Ur, be an amount compuLed undtr actioo TIS or 11<:ion 714. In tbe """" of all other soch foreign corporation• rhe ,. .... proGto erediL for any taxable year ahall oo an amounL oom­(lllled under 6tction 114. 111 the cuo of a foreign corporotion which lor any taxable yMr doea DOL file a return before thO expiration of lho rime preoc:nlled bJ' Jaw for filing ouch return, tho .,..,. profito tte<!it for &uch t.~able year shall be an amount. computed under tO<Ilon 714. 

"SEC. 71:1. EXCESS P80FIT8 CREDIT- BASED OS INCOME. . . 
"(•) Axom"T or Ex~ PaoPrTs Camrr.-The ex.,..8ro618 credit fO< ••1 tuoble yMr, computed uoder this aection, aha be-"{1) DoiDI!Tio CXliii'OaAnm;s--ln tbe cue of a don~de eor· poralion-

"(A) 93 ptr ctlllunl of the avenge bo~ poriod net iueome, u dtfined in 111boed ion (b), 
"(B) Plus 8 p<r centum o f the not capitol addition u definodin subsection (c),or 
"(C) Minus 6 ptr centum of the net eopital reduction aa dt6Decl in 111.bsection (e). 

"(2) FOJWoM ClCIUOilA"nO:<s.-ln the- of • foreip oorpora· tion, 96 per ct.ntum of the average base period net income. 
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"{b) .h-.L<o• D••• PanOI! ~ET I~oo>a.-For tho p11~ olth;, 
•cuon the " ''trage base J>enod net mcome of the tazpeytr lh.all t.e 
detenuintd as follows: 

•(1) Jly C!OIIIJlllling the aggregnte O( lhe ...... profi" net 
income for ench of the taxabfe- \'ettrs of the taxpayer bt'ginnin 
otter Oeceonber 31, 1935, and before. Jnnu~ry 1, ID IO, rt'<IU<t<l ~~ 
the l'UI'ie Of \'11\'h JI;Udl lnxnLJt . year Ill wJneh the. dt'tiUcl iOh<J JjiU.i 
cite crcclic, tor dh·iUends rectH \'ed execedt'<l the gross inoomt. L,. 
rh•' 11n,ounl nll••ilm111blo lo $11('h excess .under pnm~rn11h (") . • 

'' (2) Dy di\'iding tltc nmount =:•scer·tamed lnHier pnr11gn,pl1 
1(1) 

b\' tht\ to111l nu1!1be~ of months 1n oil such. tu:able yen•'i; 11nd 
• ''(3) Jly muluplymg the amount fisct'r ttuned under Pllrt~'l'UJ•b 

(2\ U\' t w,•h·t. 
(.(·1} For the purposes of porngrnph (I)-

.. (A) ln deterUlining whether, for any tu::tble 1'Hr thr 
dl."duclloi\S plus t11e e~lit for di.vi.dendS "-'<'t"h'td 'ut~1M 
the~ inoome. and m dett rnunmg the •mount of Ada 
.... ,.,tho adjustments pro<ided in ..a ion 711 (b) (1) o1u11 
bt made: and 

•(U> Tit .. mounLottributable toanytuablo rtor io whidt 
thtrt as tuda an excess ~aU be. the amount of •uth tiCHL 

tx~pt that auch amounLsball be zero if lhtrt i.Jonly .one~ 
ytar, or. if more thnn one, shall be. zero for the yur m whicll 
t~ueh uctss is the gruttst. . 

"(6> ~·or the !""J>OSOS of pornfraph 0) , tf the lupa,.., .. ,, 
in Ul"'t~nce dursng only part o the -tA r,nonth., p~fing t,he 
lwJ;:inning of its 6r:-,t tn!'l:oble :.-:nr unde_r tl,ns ;~utx:hnpttr (~trtm· 
1trttt· iu this pornf_rrnph called base JWri<KI ), 1ts U«SB J)rofits net 
income- .. 

'•(.\ ) fo1· eac:h ta~nble ycnr of h~·~h·e mo.nths (l,x'g1,nnmg 
witl• th<• beginr,ing- of such bose pcr1od) durmg wfurtl u wa4 ,\ 
rw1 in ('Xi-tent.~, sha II be an amount CCJUn I to 8 per Ctii(Um of 1 
the ('X<'(·ss of-

" ( j) th• d;liJy ill\'t'Sted capitaJ.for, the flr.t dll)' O( lilt 
tOXJ)IIyer·s first ttl:Joble year lx-gmmng llfltr D('("fmiJrr 
311 1939, onr -·..L 

.. (ii) an amount. (."QU:tl !o the ~ml" pe~ntllgt ~f ~ 
dail~· uw~sted crtpllttl ns 1s a.J>phrable 1m.dtr ~tOn dO 
in rfduction of rhe a\"er:1ge lm"t'SSetl t'IJ)Ittl of 1bt prt-­
C't'ding ta~ob~ w·:u: 

•(D) tor the tuabl• yl'2r of _Jess than •~·•In' """')h•«ll· 
Jiqing of chtt J)3rt of cht- l't"m:under of the b:a"t' ptrWI dar­
in~ wltid\ it wos not in •xisrtnC!'e'. shall ht ll1f hfllOUnl L~ 
tltntd for a full \"t:lir un(ler <oubpamJ.!nph (A ) . mulur:: 
b\" tht number oi' dan· in such tu:abl..- ~·tu nf If"'...~ 1 ,

1
; 

riff'h"(lt morllh'( :uul tll\·idf'd b~· 11te uumbtr ••f ~~·~~1ft 
tw(•h•(' mouth.! ending wilh thee!~ of ;!o~1ch IUitbi(O ·''"~ft...· 

'•(G) In no en~ shollrhe nnmt~e ~ .. ~(·~nod nN haromt 

than zero. · 1 ~t iutoumt in <'Jo(i 10 
( 7) fo'or {'HIIlJ>111111 ion h( n ,·ernge b:u-4• per10< n~ 

of cez·t,ain !'COI·gnuiznt ions, S(le sect10n 742. 

.... 0 

II -td .\o.tnnr~t.'"""· IN E:cCT..A8 Pao~ CamtT o~ AC'«K"~'T or 
\.' r,1 rr' •· CnAsGr.s.-F or che JlUr(M?€H of thiS section-

"( 1) The net rapi1ol addnion for th• tuobl• v .. r •holl bo •h• 
t•x<.'f8St divided by cl~e uum~r of d~~8 in t.he iax8ble )-enr. of I he 
a:!!l"t'g:ue o~ che dally C'IJ)Iht l adthllon.for tac.b duy of ihe cu. 
abfe year OH!r the II~IJI"tgtltC of the d111Jy t"llf)lttlJ I'CdUtlion (or 
each d11r of the rnxutile. yc1u·. 

(( 

"(!!) 'The net upihl l ••cdu('tion for 1 he taxuble year ~}uti I LM• tho 
<'Xress, rJivi•led by •t1c num,l>cr of dlt,\~ in the. tnoble. Je1tr of rfw 
ll~'gn•gnle Of ihe dn1Jy Cil)liiOI 1"\"(JUCh OJI for Ctldl d11y of t~1e lllX• 
:tGit> y~ttr 0''<'r I he o,:rg•·cg-11t0 of the do ily <.'11piral12ddii iou fol' l•ad

1 ,l:t\' of the taxnble ye11 r. 
:.t3) The d:1ily tnpital 1ddition for •n~· tiny of thet l a:ublr yf':tr 

~h~JI .be t11e RSfgrtgaie o f ~ho. Mmouuts of mon~y and property 
1,a1d m for £lock, or 18 P••d·m surr>lu.....~ or as a comriburion tu 
e:Jpital, !'ft tr the ~ginnmg .of the t ax-payer's tim ta.ublr J<>ar 
uutler tlus £ubchapttr and J!r•~r co !ucla day. In dttenninin~ lfw 
amount of any property pauJ m, such property ~hall be juc;lu{Jt.tl 
in an amount ~et~rnli~ in the m1nner pro,·1ded in SfoC'tion il8 
(•) (2). A dcswbullon by th• tupoy•r lo i1s •harohol<ien~ in 
its st:Otk or rights to .•~uut~ it.s UOC':k shall noc be l't'r•anl('(f a;r 
111oney C;>r P!"OPtny pe~d 1n for i!totk. or as paid·~n surPiu ... , or ns 
:a contnbutton to cnp111J. Tht amouJit •sc:t:namtd under thb. 
pnragrnph shall be reduCf<l by the u~ i f anv. of tht u ('hulf'(l 
cnpiul for such dnv over the ucludtd capi1al for the fin;:t tiny of 
the l:t.ll:poyer's ~ rs(tuxnble yenr under Ibis u•lxhnpter. For cht~ 
pur)~s of th us: parngt'tlpl"l t lu~ txcluded eapiraf for nny day 
~hllll b:e nn nmount equnJ to the tHHn of th~ following: 

··(A) The ftggregntc of the 1\dju~ted ba.t;i:S ( fc:w derermin· 
ing lo::-:s t11>on snlc or (lxciHu.ge) ns oC the beginn ing of toucl• 
<fny, of ObJis;otions heJcJ IJy lhe lttXi)li\'CI' tit the IJegmniJlj:t or 
~uc:l • dny, wldch nrc de~C'I'ibed in .b(.Ction 22 (b) (4j (.\ ), 
t D), or (C:) any port of (116 inl t'l'el-1 f•·orn which j .. esc udihlc 
from gr•oss 1noomc or uiiO\\ obi(' ::tM" ned it 11g:<1inet net incou•c i 
and 

" ( B) The aggr'('~IHe of 1he atljuHed b:u~is ({or dttcnnin· 
ing loss upon sale or exchangt} &!! of tbt beginning of !>Ud1 
dar. of £1~k. of dolflfttic corporatior~ held by the taxpayer 
at tlte beginnmg o f ••ch d•y. 

n,e tlail}· capita) addition ~ •• u in no ca~ be ~ than uro. 
1 For daily C':lpitaJ additions and rtduclions in a.se of l"f'rflin 
rtOrpniz.ationst se-e R<"'ion 7·13.) 

""( -4) ~ dady capilal rtduction for arw d:ay of the taxablt .. 
yr::~r $hall be the ·~~ph~ o( lht Arnounis of dl.-.tributi'nlii to 
"h:u'\"holders. not out of euninp and profits. after th~ ~nni111l' 
•1f. the taxpoyer's fi rEl tax11blt yt'ar under chis .fllbtbapter autl 
pr1or co such dtey. 

"'EC. lU. £XC£SS PROFIT$ CREOIT- DASF.D OX JXYESTEIJ CAPITAl_ 

"Th<' ."'·"'('('$~ l>rofitk nedit , for· nn.'• ta;o;:•biC' ·''t1ar, c!Omput("(l umlf',r 
tilt, ~C ... I Ion, sha I be nn amount C<(lll11 co B pn l'enturu of the (nxp:n·eJ· 11 111' 1'· tt..,J C{l pi(ul fo1· the luxuhle ,l"..'lll'1 determined umh.'r se<:tinn ii5. 

f•r .. :-v, &'II-: 
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•SEC. 715. OEPINlTION OF fNVESTED CAPITAL. 

"For tho purposes of this subchnp~ar tho inve.<;ted capital for •• 
tAKablo year shall be tho nvcrago mvosted enpt1:411 for <uch ,/ 
determined under .section _7161 ~~CJed by an AmOunt COtnpultd ~~~~ 
80Ciion 720 (relating to maam•!"lbl.e ....,t;e). II the C<mu,,iJoi..,., 
finda that in &D)' case \he d~temunat•on o! tnvested capital, 00 1 buio 
other than a da•ly basis, '"" preduoe an an vested oepttal dilltri"'! b nee. more than $1.000 from ~n inveoted.oepiW ~t~nod on 1 <tail~ basis, he may, unau ffllU)attons p.._,.tbed by hun .,.;tb the lp)>I'O'ral 
of tho Sec~tary, provia~ for such detennination on sueh ~ a.a._ 
(For compu~uon of .im·ested capical in ease of ~oreign oorpontiq 
and oorporattoos entitled to tho ben•fita or soctlon 231, ..,. IIOO!ioo 
724.) 

"SEC. 116. AVERAGE INVESTED CAPITAL. 

"Tho nvcrage invested cupitol for any tnxable year shall be tht 
aggregate of (he daily invel!ted CIIPi!nl for eaoh day of such taublt 
yenr, Oivided by the num.ber of dnys 111 such taxable year, 

"SEC. 111. DAILY Il'o'VESTED CAP ITAL. 

"Tho daily in.-..ted capiW for any day of the ta.uble Jftr aball 
be the oum of !he equity in•'Oited capital for ouoh day plus tho bor. 
rowed invested capit•l for suclJ day delennined under sectiOD iJ•. 

•s&C. 118. EQUITY INVESTED CAPITAL. 

"(a) D.,.mmox.- Tbc equitt inv~sted capital for any doy of ony 
tDXIIbfe yeor shall be detenmne() I S Of 1h6 beginning Of iUCh day enfl 
shnll bo thB sum of the following ~tmounts, reduced ttS prov'itfed in 
subsect ion (b)-

"(1) Mo'"" •••o rN.-Moncr. P':"•iously paid in for stock, or 
MJlnid·in surplus, or ns n contr1but1on to eapatal ; 

(2) PllOP1:RTY PAID L'<.-ProJ>er~y ( oth~r than money) pre•i· 
ousJy paid in (ret,'Urdlese of !be !'me pa•d _tnj for itcidt, or u 
peid·in surplus, or as a contr1buhon to ~pata •. Soe:b P~T 
ohall be included in an amount equol to ttl bastS (unadJIIIttd) 
for determining Joss upon Mlo or uchange. U tbe proJ>tlfr wu 
dis1>01ied of before sucb taxabl~ year, such basis fihaUbe cl«.,.. 
n1ined in the same. manner u 1f the property w~re 1bll ~~II 
the beginning of ouch tuablol·eor. If suoh unadJusted boSdltiodl 
oubsti111ted bt.siB it sltAll be oajusted with respect. to. tho per 
before the frope.rty was pnid in, in the manner pronded 10 tee-
t ion 113 (b (2); . 

"(3) DrtmtmOTIOSiJ JN BTOCK.-Distl'ibut.ions in stock-
"(A) l\fndo prior to ouch tnxnblo )'tar to tile ~xtent to 

which they nre considered distributions of earnmgs and 
pt-ofits; and ho 

"(D) Previously made during ouch tunblo yet.r to. t 
extent to whieh they are coMidered distributions of ear•m: 
and profits other than ramin!,"' and profits of sueh tl# 
year; 

[rt t . IOIJ II 

"(4 ) E.ut.N~N03 AKO PltOII'IT8 AT B.r.O'lHNlN(J 0 ,. YP..4R.-Tha ACCU· 
muJated earnmgs llnd protlta u of tl1e beg·inning of •ueh la.xable 
year; and 

"(6) I..Ncu.&U Olf A~T 0': O.U.""'J ON "J'U4 1'1tQ LIQtrlOAnOs,­
Jn tho ca~ of t!>o pre••oua reootpt offro~y (other than f:rop­
uty deembed 1n the laat oentenoe o k<bon 118 (a) (16 ) bv 
tbe !••payer in complete liquidation of ~r ~ration und/. 
actiOn 112 (b) (6), or tho. COl'ftS)>oodtng promton of a prior 
rel"enue law, an amount. Wlth respect to tt~eb such liquidation 
equal to tbe f.!DOUnL b)' whioh t'!e ~to of tho amount of o.; 
moner 80 reottved and of tho ad)w;ted haSis, a< tho t into of reooipt 
of al proper1y (otl1er than money) 80 reooh·ed, ex-'s tbo sum of: 

"(A) Tho aggrogate of the adjusted bo•i• of each share 
of otock. wilh r<'at>ect to which sucl1 property wu received· 
such ndlustcd bnaas o~ each share to be determined immedi: 
at~.Y prJor to tho rece•pt of nny property in tuch liquidation 
w1th res)>OCL to • uch share and 

".(D) The aggregate of the liabilities of euch other eo't'O' 
rabon assumed by the ta.xpaye.r in connection with the ftef1pt 
of suoh proput.1, of tho liabilities (- ....,med by the tu­
payer) to wbkh ~oh t'roperty so reoti.-..1 .,... $\lbje<<, and 
of any other colllldtratton (otitB than the •ock with mpoct 
to wliicb such property was recei.-..1) gi•~n by the tupayor 
for ouoh property oo recei<ed. 

"(b) Rm~o" n< EQurry b'VZSm> C••IT.u..-'11te amoun~ by 
-:hich .the equity in<e&ted eafital for any day shall be reduood u pro­
nded 10 wtisectton (a) ohol be the sum of tho rouo .. illl: amount~ 

"(l) DI~'JUD'OTIONS JX PRY.Vlous TEAR!J..-Distribut ions mada 
prior to such taxablo year which we.re not. out. of accumulated 
earnin~ and profits; 

"(2) DIBTRIDOTJONs DO'RlNG TH& n:.u.- Di5tributions previ4 

ousl,r mada du.ri.ng 8UCh taxable. year wh.ieh are not. out ot rhe 
ea"""l!S and pro6~ of 8uoh taxable yeo.r; 

"(3) 'EAa.."VI:XOS A~ P'llOrtTS OP ANOTfD'Jl COitl'o.A1'10l'f-Tbe 
earnings and profito of ano<her corporation which pr .. iously 
at any t:im6 we.re included in aceumulattd tamin~t~ and profits 
by n;tson of a trallSiction deacribed in ,...ion 112 (b) 10 (e), 
bOth rnelusi'f'e, or in the corresponding provision of a prior reve· 
nue law, or by reuon of lhe tnnsftr by such othu rorporation t o 
the taxpa70r of prope.rty the basis of which in the hands of the 
1axpayer lt or ""' de.tennined with re.fe.renee to its blsis in Lhe 
hands of ruch other oorporation1. or would b••·o been oo det•r· 
mined i f tl1e property hod bc•n otoer than money; •nd 

"(4) llEDOC'nOH ON AOCOUNT OF L06! 0!'( TAX•ntU I,.IQOIOA· 
no,..- I n tl1o Cft80 of the previous receipt of property (other than 
property described in the lost sen ten .. of ...,tion 118 (a) ( 16)) 
by the tu:pey~r in oomple.te liquidation of another corporation 
under sectJon 112 (b) (6), or 1he corrt<ponding pro•is•on of a 
P.,nor teYenue law, a_n amount, with respect to tach auch liquida· 
liOn. equal to tho omwnt by whioh the lUID of-

---.... --........................ ______________________ __ 
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rhtn .Jo'l.ath ~lotk l'~al.l noc ~ C"'nt:idtrt<l a~ prop•n~· paid in for 
... tO('k o(, Or ft.S P.~Ud·ll1 li"U~plua Of, Or u~; I ronlrJbuuon lu CIJlillf 
uf. d1e ro•·porauou """'uh 1111; froUl Ill£> ti*IJh3t.•riou r<• f t•rn't1 ro iu 
·Ubf'!' '"''S""Ph (A) 0 1' (II)., . 

••(•I) F ~r E(X'C."III) ru•~ ~ITN·tlng. C'OillplltrHhlll (., fi':OJ~rty (Uiill iu 
for .. 10t·k 111 c•c)IIIIN'11un warh ('t'l'lilltt t•xc•Jum,: ..... JHul hrfllltlat ionl'i, tot•(• 
~·· 1ion 731 (n). 

"(d Fur tl\'lenniun t iun uf ~111hy ill\'(•~o t i'd t·t•pilaJ in .tof•t•dn l t 'IN'"'• 
~··· ~"·ct ion 723. 

">t:('. 719. UORROWEO I NVt:.;;n;o CAPITA l ... 

··(:1) floRROWto C.,n rT.u.-'rhf l10rrowrd r-.1/,l itrJI fnr Rn\· •l:w uf 
Jill l llXIIIJie _\'ell r ~Jullf IX!' tiNl'flllill('!J Qi ()( t H-' bf.~.-innini Of ~U4 h 
1JJ,\· lllld ,shnfl be the MHII of I he fttlltH\"in~: 

· -(1) The IUUount of the tllltiota11din~ intlcbte-ln~ (n<M irwlu.l 
in!! uu<+~t1 and IIOl iucfudin~: hhlebtMin~ ... d~ribed in M."1iuu 
;:a (b) n·lating to c:tr11•in ~x«:lum~-t. .... ) of r)wo t:axp:ayer "h.N·Ia j .. 
c,·idli"IK"f'tl by a boutl. llhl(', btll uf "·~<"hln:rt". •lebenturf'. t"trtrfinl4" 
d in,lf•btf'tl~. rnortsra~t. or tiN.'tl of uu .. c. pfuc:;, 

.. (~) fn Cbt t"fi~ o( A ••~IWlYC't hu·in,; a tOnlnC'I (nuul<- b.-fur.• 
11at' Ul)iration of 30 •l11~·~ alt<>r tlw date of the enactrutut ••f 
tf~ ~rut Re,·entte Act of 1040) \\·irh • fo~i~n #.."0\t•rruawrn tu 
furui"..Ja nrtit•lt.o .... ua:rtt•riRI'-. or 5uppli~ to !-ll('la fcJrtig-n .l.,tO\'f.'lfl· 
mem. if H l t h rontral('l Jli'O\'itlf"'! for afh·anc.- flA\'IIlt'llC ~lllll fur 
n·p~I.\'IJ)C'Uf b.v tho \ 'NIIIOr or ltny pt111. of ~ueh a.f,•ance Pl')'lllt'lll 
ur,cm can<'t'lhuion o ( the eorllr'B<'t. by snclt fol'eigu ,tro, ·c·nnut•ur. 
dw nrnoum whid1 would 1H' NVruil"(<l) to tx- sn rt'pn i•l if t•tau. 
t'"(• IJ:alicon OC<.'Uf'l'('d "t fhe bt{fillning u( 1-IIC)I tf:t_v, bul 1\0 IHUOUIIt 

.. h;~fl be ('onsidc.•rNI 1111 1Jori10WNI ('tll>itnl Ulhi(' J' t hh; f)ltr:l ~l'l'fJ II 
whic.·l• lms b('('tl includible in ~rof;S inromc>. 

" (h) B•llutOw~:o I :n•t; .. ·rr.o C'A1~ 11',u •. - Titt• borr(lw~;d im·c~rpl) t•rapilul 
(r •r tin\' ti:IV O( llfl\' lilXttlJft• \'1.'111" 1lhn 1J 1)1:• tlf'ft•rtnint"') fl.<;: 11f lfw bPU'iH· 
ni11,1! .~f suth doy 'nnU s:h111J 'bc an IHnount cqmll 1<, ,j(J fl\:'r ceutum ••I 
llw borrowed car>ita l lur • uch tlay. 

·~rr. 1~0. Amn SSIRLE A No IXAD>IISSIBtE ASSn s. . ·. 
-(a) Or;ns-mos-11.-For tht tHirjlO'"M M rhi~t Alhrbaptc>r­

"'(1) Tht ffml •iuadm•..,.iblt- o~.,..,~· mtan-
.. (.\) Sto.·k in <'Oq)()nation~ tM"tpt JO-IOC'k in a fortipn 

Jl<'N•na.1-hot.linsc r-•lnJ>:m\·: and 
-(D) Jo:xc.pt as pro,·itiNI in ~u~tion (d). oblip1.tinn.' 

ti('S(ribed in ~tif,ll ~>2 (b) H) an,\- pan of tilt- mftl"("'t 
from whit'h ioc t.>;t('IUtlible (roue ~rr.~-o .. tuf'ttlllf' f'JI" allownbl•· 
:1~ I <'f't(lit IIJ!tinH 11('1 itK'OIII(' • 

.. (~) Tf1e tN·m ·o,Jrui~o .. il;l{• za .. "('r .. • JIINIIl .. nil :1"--t'tS otlwr tlt:m 
itwlruiR."iblt' n~"-(-'t~. 

"d,~ llAn o OF Ix.m>nfQol t nu~ m 'f.,r,J .. \ ..... I:T)i,-11uo Autclunl hy 
~r;fu,•b l fu~ A\'('I'IIU'C iln·e"h 'l f ('ll f)if ilf ror lln,V t llX:abJe ye:tr. fft~JI 1}1• 
h•ohkt-cJ OS J>t'o\·idt"tJ in SCCtiou 71:') Sh111J be IHI tuuunnt whwh I~ 1111' 
•<lfc.l~· j)('J'('C'UI~l,:!(l of Such 0\'l'l'fiHC ifWPfilf'~ t:tl)liii'J fu; the l)('m:rH~IUc 
ll.)u•la lhl' lOin) of the iruHimi .. ~tblc 11l!SI:l8 IS ()( t ftc tf•tAJ flf ncltni!-.Hhfe 
ttal iuadtnil!Sibl~ zl&selt . l<'u•· ~-toch liUqlu~e&, che umown nttrilm11lble 
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to .. eb .-t held at any time ~uring -;h. taxable )'ear shall be dtl.r. ruined by a...,rt,.ining tile ndju&led~ bo••• lhCl'\lOf (or in the- 1 money tile amount O!ereof) for each day of ouch ~able/tar., boW and adding auch datly amount& ~ detenDD!f.lton o IUCb dail urnounto ,mall b6 modo under re~lat.ions pNlOCrtbod, by the Cotnmtl. oioner wtth the app.roval of the ~tary. The adJuott<! booio oloaJJ be the adjusted baJ;iJ .for deten111nmg loss upon .. 10 or ucbango" deLenni nod uudcr sect1on I 18. 

"(c) CollPIITAnO>f "'SuORT-Tull Curr.u. o ..... -u ~ tlto ta.nble year there bu been • short--tern> capital gain .witlt ...._to nn inadmissible nssot, then 110 m~u3.h of the amount llttrabutnble to..a. inadmi .. ible aMel under &ub<eclton (b) as ~rs tbe .. me.f!tio ~ 81 suclt gain bearo to the &um of sudl gam pluo the dmdends artd intere.-t on such nssct for such ycnr, shall, for the purp<JOO of ddtr. mining the ratio o f inodmi111ible assets to tho total of odmi•ible aao1 inadm,..;ble asoe~ be add~ to !b~ total of admiosible asset. and subtracted from the total of mad11li.SS1blo assets. "(d) Tu.,.,nrE'NT or Oon:L"UlL~T ()m...JoAnoss .u ADlllafllt& A&llm!.-1 f the ex"""' profits credit f~r ~ny taxable year is -puttd under ecctioo 714, the tnxpnyer .may m 1ts return for such yur tied to inc~ itl normal·tu net 1noorne for auda taxable ya.r by aa amount equal to the a moun~ of the intereot on all oblil!"tions O.ld during the taxable year whicb.are.describe<! in 88Clion 22 (b) (4) uy port of the interest from whteb ts excludtble from g.,. ,._or allowable as a credit agains t. net. in~n~o. In su~h. cue, for tho p~;~~. ~ of this section. the te.rm tadm1ts1ble. aJJBets 1ncludes soda Gbfi.­gst;.llll, and the term 'inadmiJiible ..... to• does not include oadt obligations. 

"SEC. T%1. ABNORXALITIES IN lNCO:Mil lN TAXABLE PERIOD. 
"ff there is includible in the g.·oss income of the laxpaytr for~,. taxable year an itt-m o f income of any one or more of the follow'I.IIC 

claBSea: · rd · d t, ·'- or "(a) Arising out of a c1~m, awa , JU gmtn or ~rtt, inte.-on ony of the foregomg; or "(b) Consbtuling nn amount. pAyable under 11 tontrnct tbe performance of which required mo~ tban ~2 montM: or • "(c) 11$1lting from exploration, dtSCO•er;, J>""P'dlllt· resenrcb, or de,•e1opn•cnt. of 1angible property. pat~nU, fo~•e, or pr-oct!!J"L or any combination of the lorfgomg, ut llf 0\"'f:ra pt"ri<Mf of 100~ than l i months; or lw "(d) lnchnlible in gross inconlO for the tanble year !'t ~ than for a dillt.,nl taxable yeor by """""' of • ~hango "' 1 
taxpayer"s ac:counting period or rntehod o f acconnhng i 0!' llj(ltd "(e) rn the CI'.SO of 1• lessor of renl property. amounl.a 1f!C tioa in f!TO'S income for the tuablo year b~ ......,.. of tho.,..,.. of tho lease; or . pt fortiG" " (f) Di,•id~n,ls on stoc~ of foreign corporatiOil.S, eJct pe.rwonal hold1ng compamfll ; . • b a1 for cht and, in the light of the tll:tpl'lyer's busine~.f Jth 11't" no':~ ooro\aUr taxpayer to d('rivo income of Aach. cl~, or, ' · l e. •:CJ me-it de.rn·ee income of such c:lus, the ltem melud1ble 1n ~iJtttomtof of the taxablo yenr is gro1111ly disl>tOJlOrtionote to the groos 
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tho .. me c1098 i',' tho lot!'" previous toxoble f<•rs, then: (1) the 11nCHtnt of such •tet~ attrJbutable to any pref!OUS taxa~ year or ,..,..hall bedet~tned under rul .. and "'gulottono preacrihod by the Conuni5Sioner with tJ1e. approval of the Secire.tary; (2) 1he •mount of S'K h item attributable to •ny future taxable yt"ar or yean ihall be •ltt•rmioed under rul .. and ~lationo preoerihod by tho Commio· siouPr with the approve) of the S;ecrelary and ~all, tor the purpo8H of 1hi$ tnlbc:ha.pter, .be mcl~aded an the JtT06S aneorne for the future 1"'' or rears to which attnbutable; emf (3) the tax under this •ub· flu, rner "for tho taxable yecar (in w1w:h the whole of such ittm would without regard to thia st<'lion, be includible) mall not .. _. t~ sum of : 
"(A) Th~ tax und<;_r thi~ su~hapte.r. for &uc.h taxable yur comJHited watbout the IDChtS•on m g:rtl(i8 anc.ome of the ponion of such ile.m which is 1ttributable to a ny other hlxable yen, and "(D) Tho aggregot<> of the inereaS<I in the tax under this oub­chapter which ..,ould han multed for ta~ previous tauble yt:ar to which any port ion of weh ictm is attributable, comp uted 1\S if nn 11rnount equal to such portion had been inc.ludtd in gi'OM inoome fGf iUC:b prt.vio-us tuable year. 

"S&C. 7%2. ADJ USTMENT OF ABNORMALITIES IN INCOME AND CAP· fT A L BY T1l1l COIIIlUSSJONER. 

I '·For the purpose$ of this Qabcllapter, the CommiS8ioner t1utll also hl\·e authority to make s'Kh adjust:mt.nls a! may be nectinry 10 

I 
adjust aboormalities afFecting income or capital 1nd his dedliion Shall br , ubjoct to review by the United Stat .. Board of Tax Appeols. 
"SEC. 72S. EQUfT'Y lNVESTI!D CAPITAL IN SPECIAL CASES. 

''Wltue the Comn1i.ss:ioner detemlintt that the tquity invt~ttd "l•ital .. of the begionicg of tbe ta~yers firot taxable r•ar undor thh !<ubc:h~t~ter c•nnot. be determined an nc:oordanoe wilh s«tion 718. ""' equity uwested capital •• of the beginning of IIJeh JH• ohall be on amount tqual to the •um of (a) the money pluo (b) the aggre· ~tnt~ of the adjusted bAsis of the 11ssets of 1he ta.xpayer htld by the IUJ>ayer 1t. auch titue, such aum being reduced by the indebt~ OUI ... Ianding at rut'h time. The •mount of the money, a8fiitt.8, and indebtedn('t;8 at ~;uch Hme EhnU be determintd in 1ecc>r<ltnce "' ith rult~ and regulatio01 pl"f'8f:ribtd by che ContmU.Sionu with the lllPnJ\"II of the Secretary. In 9.1Ch Cllst, the equity invested capital for e11ch d1v ,.fter the beAinnin~ of the taxpayer's fin~t t1nble )'t1ir undfr tbi~ Subchapter sh1ll ~ dettrmintd, m accorc:lara with na'" IQil regul•tionl p~ribed by the Conuni~iontr with the npproval of the Seeretnry, using o.s Lhe bll!fic figure 1he equity in\'etiltd capital •~ ~o dttermine<l. 

"S£C. 72<. FOREIGN CORPORATIONS AND CORPORATIONS E~'TfTLED TO B&.>iEfiTS OF SECI'ION 2$1-INVESTED CAPITAL 
.. ~otwithstanding section 115

1 
in the c-ase of 1 fornign coq~rAtion tl!,1:41~red in tnde or busines~ wtthin the Unjtfd Statts or banng.an ~or place of buainf::SS thuein, and in ~e cue of a .corporation trltllled to the benelits of &I.'Ction 251. t he lD\'eited capatal for any 
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.. ulli«'a.ion (b) of thill8fC:tion, if, and only if, 1~ t1s C'CimputNI undtr 
Rl~tion (b) is less than the tax tomputect under section 710. 

'"(b) The ta't computed unclrr chili su~cion shall ba the U('tlq 
ol-

"(1) A t4!ntn,ti,·e to~ computed under section 710 witJ1 the 
normaJ·tax net Jneomc 1 11CI'(IMoe(~ bv lht' nmount. Cl( Arly payrneuts 
mnde1 or to be miade, to thCI Urute.) StlllflS Mn,·itime Conuni5.1!:ion 
with r-.,:r)e(:t to such cont r!lct8 or· subcontmtts; o'•cr 

"(2) The nmouut of such J>:tym('ms. 

"SEC. 727. EXE!IPT CORPORA 1'101'8. 

•·The following corporsHiOn8 flhnll be uempt rrom th~ tnx im~pd 
h,· rhis subchnpter: 
• .. (:.) Cor-porntious exempt untler !et:tion 101 (rom the tn.:t imp&.-4!() 

b< Chapter I. 
· - (b) Foroi{.!ll ptno<>nol·holding roonponi ... •• <le6n«l in '<Mion 331. 
.. (d l1utua) in,·estmtnt compani~ 1!1 cWfinHl in Sft"tion 361. 
.. (d) Investment companiN 'l'l'hich undtr the l nt'estme-m Compnny 

.\tc of 19!0 are re~i.ste~ AJ tlivt..,ified tompan~ at all tin~ durinp 
the taxable year. For tbt purr>ol!tS of this F"ul)§f('tion. if a t'OIUpam· •~ 
fO l"t'd.stered before July 1, 19-41, il aha11 bt ton..;-ideMJ 1.s so ~~~i~ 
at 11l1imes prior to the d1te of 5Uth rt,ri~tration. 

"(f) J'erson•l·holding oomp11nies, 15 df'fintd in seclion WI. 
.. (f) Fo~ign corporations not en~~ed in trntle or bu~inf'S! will1in 

ll1e Pnited States an•l nor lu"·inJ: "" offlee or plrtl"C of bu~iru>RS th(•11.•in. 
''(g) Dome-stic COI'J>Orntions ~~uisfyin~ the rollowinF rouditionQ: 

"(1) If 96 per cent um or IYIOI'C of 1he trro.ss tnf'IOme or Futh 
domestie C0ti>OI'1-( iOn ror the t lU'tle·)'e:tr period immediatt')\' JU'C• 
«<lin~: the c '"'" of tl1c tnxnblc yeoo· (oo· for such p:ort ot such 
period durit1g which the C'lli'J)()t•nt ion wns in ext.!li('ncc) .wniJ 
derived from sourcet~ othet· thnn JOOIII'('fl!'; within rhe t"nited StntC's; nnd 

"(2) Tf 50 per centum or more of its; trross incom~ for such 
period or such pnrt. thereof WI\S derhre<l rrorn the acti,·e conduct 
of a trscle or bu!!'inm. 

'"(h) Any corporntion ~uhjN:t to tht provi--ion'" or Tille n,. or the 
Ch.-il Ae·ron::tnti(S Act of 10:'\8, in tht ~ro:- ,;; ini"'mt of w~ic~1 for :"'.." 
ra,:tbJe t'e::tr be,...iuning afctr Dfftmhfr 31. 1939. there IS nKhttl1b1• 
«>naptncoation ~il'ed from tht l'niltd Stalt'$ for tbt trau~portation 
or mail b)• aircnfl if. nfltr txcludinz frnrn il~ f!l'OES i1K'Orne sudt 
~upensaiion. its adjuMed tX{'f"S Jtrofiti net in(Ome for iucb )f!:lr 
, .. tt-ro or lee. 

"-SEC. 728. lf£ASl N'C OF TER)IS l 'SED . 

.. The fNTUS liM'<) in thi .. ~uhdutplt>r -hall hare the ~:uue mellning a~ 
11.')n·n UM'fl in ChaJ)I('r J. 

.. ~F:('. i~9. L..-\ WS AI"PLICA Ill. E. 

" HI) GP.SJ:BAL lhli~F .. - Ail PI'O\Iiloions n r llnr (incluc l in~ l)('l!nltie~) 11J•J•Iic·:thle in l'e"pcct of th(• lltXf'" impo~d b)' Chn1~tc·r 1, :'lin I, m~orn1· 
II· 1101 it!con~i!!h:'llt wich rhi~ toiii,.·I•IIJIIl'l', be 11ppl u~llL ie Ill rt~{l(.'(L or 
lhc 1ox imp·osed by thh1 !Ubj•hllflte•·· 

l'n.. :..:o. )otiJ-' 
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"(b) R~troal'I<.-NOiwlth>tandin_g 01tbeoction {a), no ...,um 
soct1on ~2 (a) ohalll>" required to bo filed by any taxpayer und ~ subeh~JpCe.r for 1ny raxttble yenr for which its exoe. 1)rofitt ~ · tr th• 
computed with the ndju~meuto p~vide_d in ~tiou 711 (•) (::") ":i 
plnood orl an nnunnl bASIS as provtdcd m seetiol\ 711 (a) (a) l8 1 
greater than ~,000. t not 

"(e) Fo100o" -.:AXES PAm.-In the application of soction 13lr .. 
the pu~ of thtSsubehapter the tax paad or acx:naed to any toont 
ohall bo deemed to be the amount or •uch tax rtdul't<l bv the ._z 
of the e:rtdit allowed with ~~ 10 such tax again~o,t t1~ tax imJ)Qifd 
Ill' Cha1>t<r I. 
·"(d) Ln.nTATION.s ox A)ICJt 'NT .or F?1m1ox- '1\,x C'ru:o11'.-nlf 

nmount of the c r"(l(hl htkl"n untl('l· thl$ SfiCllon shnll lxo llubj<'Cl lo ta•l 
of the following lirnitntions: ~ 1 

'•(J) The amount o r the cn'dit in ...,.peel of the tu peid 
01 attroed to nny rountry shall not.. exceed the tame proportion of 

the tax ·~insL which suc.h credit is taken, which the taxpaf'fr".t 
excess profita net income from aourees within a:uth rountry btar1 
t.o its entire excess profiLS ntl. income for U.e u .. me ttnble ,.ttt· 
and • ' 

"(2) Tho totol 11mount of the credit sholl not exceed the"m' 
J>I'OJ>Ort ion of the tnx :agtti.nst whi~h such credil b1 i1aken. which 
rhe htxp"ycr'H e:c:ce-s:s pt·ohts net ancome frwu IOOlln't'l wicbout 
the Unitt.'tl States bP:.tl"lj co it s entirf! excess prufltij ntt inooaw fur 
the same ttsnble ytar. 

"SEC. 730. OOSSOLIDATED RETURNS. 

u(") Pan·n.oolt TO FrLE CoxROJ.TDA"nD Rrn::aN~-An atllliattd 
group of corporAtions shnll, subjtoct. to the pro\•isionH of 1his seaio1~ 
Ttnva ~he JWivilcge of rnnking n consolidated return ror Ute. taxable lA 
year in lieu of sepnrate. returns. 'fhe mnking of n oonsoli<latfd return -, 
shall be upon the condilion that nil the corporationa which hare btta 
members of the affiliated group at any time during: tho tanble ym 
for which the return is made con...cent. to aU tbe ~lations under-. 
liO<tion {b) p.-ribod prior to the last day p.....,ribod by Ia• for tl• 
filing oC such return!· a...nd the making of a consolidated retum shall 
be conside1'Cd as sue 1 consent. In the case of o coq>Ortlion wbiclt 
i.!J A member of the nffiliated g·roUJl fo·r n fractionlll J).ltrt. of tl•e Y!'r 
the consolidnted return shall mcludo tl1e inromo or such corporation 
for such part of the year as i~ is.•. member of the affiliated group. · '-"(b) RroCLAnos&-The CornmiMioner, with tbt appronl of WI:' 
S..retary, ohall p.....nbe such rtguluions as ho may dt<>m .,..... 
51ry in order thn the tax liability of any alliliattd group o.f ~ 
porations ma.king a consolidated rtl urn and of e1ch ro~bon 1D 
lhe group, both during and after the pe.riod of aft'iliauonJ may~ 
returned, determined, computed, "~'collected, nnd lt;()Jus1ed. 1n 
auch mnnncr ns clcu.-ly to ~fleet tho execs.\} profits tnx linb!litr,_tmd t~ 
' 'nt·ious factors necessary for the determination ol sutlt ltlbLhty, a 
in order to pren.nt avozdance. of ~Juch tax liability. . hida 

1 ~(c) Colll't.o-,.ATIO~ A!'oo"D PA.Y"MF..sT OY TAx.-In anr.ea1m. ted. 
consolidated rttum is made the tax AhaU be ~te.nnmtc • ("'OIlCioaf 
asses..<~, collec~td, and adjusttd in aoconlonce w1th the rtgll 
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undtr 111baeclio_n (b) p,....ribed prior to the laot day p.....,.ibod bJ' 
)1 w for th~ fihr!g of ~ucb return. Only one s~iflto exemption of 
$5.000 prov1dcd m •••dJon 7!0 (b) (I) •hall bo allowed for the enti,.. 
1.ffihnt00 group of corporatJOn~. 

'"(d) .DrnNITJON Ot' lArnLIATED O~torrr'.-As ust<l in this section 
:m '111fih3ted group' "'eans one or more chains of includible corpora: 
liOn§ connected through stoc.k owntrthip with a rom1uon pare.nt t'Or­pontion wbjch i. an li'K'lu.dible torporation if-

"(1) At ltall 9~ por O<ntum of ta<h doss of the •tO<k ol .. cb 
of th~ inc!udib1e coryonticms (ex('fpt the rommon pal"ffnt C'Or­
ponltlon) 1.1. owned du"eCtly by one or mfJre or cha otfttr ineludi· ble corponlfiOns; 11nd 

" (2) 'fhn common pare.nt COI'f>OriUion owns dirtttly ~ttlell !it o.; 
per centmn of cnch clnss of the litock of nt len~t 011c o1 the o.thtr mcludible torporations. 

Aq uSf<l in this subsection, the tern' 'stock' does not. intludt nont"otinl! 
ort«k whicb it limited and prderl"f'd u to dividtnd.L 

'"( t) Dr.n.xmos- or 'l~a..cot:N.E Colt:POetAno~'.-A_. u"fll in thi"l 
i«lion, tho ttnn 'includible corporation' means any corpontiun 
l'XC"tpt-

"(J) Corporntions exempt. from lhe tnx ini)}('I!O"NI by this ~:ubclu1ptcr. "(2l Foreign torporationt. 
"(3 Corpon.t!ons org~niud under tl1e China Trade Act. 19".2!!. 
"(4 Corponollons ent1Utd to tht benefits of otction 2~1. b•· 

~c;on of reotivi_ng.a larste ptn:tntage or their iDI!'OII't from ~~­
~00$ o f 1he uruted States. 

to(5) PeNOnftl service corpol"ff.tion~. 
'"(6) lnsurttncc companies subject. to ta.xntion unclrr Sl't'tion Wlc 204, 01· 207. 

"(r) JS<:Lumot.r. 1:-osuRA.xcr. CoMilA~n!s.-Despite the pro,•isions of 
pnri•graph (0) of subsection (e), two or more domtstic insuranc:e 
to.npames emt.h of which is subject. to taxation undtr the anme section 
of Clapter I ohall be considtn!<l u ineludible corporations for the 
pill"f""6 Of tbt application Of !IUbooetion (d) to •ucb illitlnn<e COD\• 
Jmnlts alone. 

.. (g) ScasJDIAKY FOII)(D) TO Co)IPLT 'VtTH Foll:rJON l.Aw.-ln the 
tn.se of fl domestic oorporation owninf or controlling, dil"('(:t)y or 
inclircctly, 100 JlCr centum of lhe cnpir1' stock (e.lclusi,·e oC directors' 
qualifying 5hUrC8) of a t.orporotion organized under the laws of 11 
c:onriguous fo~igu counlry and maintained £Oiely (or tht: IHirpose_ of 
t'Onlplying with lhe laws of sut.h country a.s to htle and openlioo of 
property) such foreign eorpontion may, It the option of the domestic 
~ntion, be treated for tht: pur1)C)ee of this sulxhapttr IS a 
domerti~ eorpont ion. 

"'(h) SusvtS8:10N or RUNNlNO or STATtm: OF Lu.nTATlONs.- Tf A 
notiC'e under 8CClion 212. (a) in tesJ)OOt of B deflci@ncy for nny tnx:,ble 
,reru· is moiJed to n coJ•poration, t lte suspension of the t•unn ing of cha 
Hnluto M limit"Cion..s, provided in flti:tion 277, shall apply in the case or corporations with which such corporation m•de 1 tODbOiidattd 
rttum for 5Ueh taxable )"t.ar. 

• 
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•s&e. nt. OORPORATIO!i8 E!iOAGt:D IN JKINTNG OP 
METALS. 

"Tn the cnso of any domestic eorpora~ion engajlOO in the mining of 
tungsten, quicksilver, ma!1guncse, platmum, anb~ony1 chronait~ or 
tJn the portion of tbe ·~~sled exceta profi~ net lllOOIDe atLribut&blo 
to ~uch mining in the Unoted Sto~ ohall he exempt from u.. llx 
impooed by tbos suhehapter. Th~ tu on the remaming JlOrtioo of 
ouc'b adjuS«d excess proli~ net meome ~I he an amowot •hldo 
bears the 11me rotio to the tax computed wtthout_ ~ to thio ... 
lion 11 ,..ch remaining portion boors to the ent,.. adjusted ..._ 
l>rofita net income. 

~Part n -Rules in Connection With Certain Exchattgtl 

"'Supplement A-Esc-eM Profl11 Credit BA3td on lnco111e 

•SEC. 740. DEf' t!iiTIO!iS. 

" For the purpooos of this Suppl••)l•nt- , . . . . 
"(a) AOQUIRINO CoiU'OIIATtOl'l.-fhe term acqull'1ng corpon.tioD' 

mean»- . "-h 1 'red- . "(I) A eorpontion w..,.. aa11cqw . 
"(A) substantially all tho propo.rtteo of .a~ COfJ>OI1-

tion and the whole or a J>"'1 of the eons1deraboo for U. 
tnnsfer of such propert1t1 IS the tnnsl'er to web .~ 
corporation of all tl1e stock of all clAsses (exeept quabfy"'' 
mares) of the corporAtion which has acquired IIICb pn>pt<· 
ties, or . 

" (D) substantially all lh• proport1os of anoth<r corpon­
tion and the sole considerAtion for the transfer. of such p~ 
erties is t.h& transfer to such othor corpornt•on of •ot~nJ 
stoe~ of tho corporation which h .. acquired such propert..., 

or "(C) before October 1, l().lO, properties of "!'other eo<po: 
ration solely as {>Aid·in iurplus or a contr1bubon to ca~li.l 
in l't'l!peet of voting stock owned by such other .eo=: 

For tlo& purpooos of sul>paragraphs (B) a!'j. (C) "\ -
ing whether suc;b l"C?(ing 5tock or ~uch ~< ·m mrp 111 ora. ._ 
tribulion to cap1laJ l.S ~e eole ~~~~trafion, the. as&Umpt r.;d 
the ncquiring corporation of a hab1hty o_f th6 other,

1
i'rr:"dim­

tha~ property acquired i.s subject to a hability, 5ha 
1 

"f the 
gordtd. ·su6paragrapb ( D) or (C), si!•ll appl~ hon 1 lldtl1 
oorJ>Oration tnn$1".errmg rueh properties lS fo~''"1L 0010~ itiocl 
liquidated in pursuance of tho plan under whie~ !hF a~UJ! rt 
is made, and the transaction o which the. o.eq_msJllOD IS a P' 
has the effect of a statutory merger or ~onsohdat1~1· f 

10 
anotbtr 

"(2) A corporation wb1cb has acqu1red pr~l"'h Y . roor lOM"' 
eorporatio~ in a trnnsacti~n with I'OI!pet(t t)o f O, gampter 

1 
ora..,. 

not recopnzed under section IL2 (b) ( 6 o • 
moond1ng provision of a prior rettenuelaw; of t1t0 or 

<1(3) A corporation the I'OI!Uit or I 81atutory merger 
more corporations; or • Jidaaioa of 

"(4) A corporatio!' the reou.lt of a aututory COMO 
two or more eorponuons. 

(tP..OIJ 

'i(b) Coli.PONt.N,. C:0..POMA110K.-Thc term 'eorl)pontnt corporation' 
mtnJUt-

"(l) In tl1e case of a transaction deaeribed in ouboection 
(a) (1)1 tho oorporation which tra'!sferred t~o uotto; 

'"(2) lD t.be case of a t:ra.n&act1on d•r•bed in subeection 
(a) (2). the corporstion the property of which ,.... acquired; 

"(3) ln the eaao of a ~tutory. mergtr, all eorporati­
tne~, ueepc. the corporation ~tJng: from •he mtrp.r; or 

"(4) fn the cue or I otatntory eonaolidat.ioo all <Orporotioos 
eonoo(idat.ed, uoept. the corporation ..... ulting from the eonsoli­dation. 

• (c) QvALmm <;:o>fi'O><&XT Coaroot.<nol<.-Tho t,enn 'qualified 
comJ)C?nent corporatiOn means a oompo~nl c:orpurauon whach was 
in t-x•stenco on the date of the begmmng of Lho tup•ytr'a b•.se period. 

11 (d) BA.5& P&JUOO.-In the cnse of a ta.x.-p"yer whith i111n "cquiring corporntion the bose period ohell be: 
"(1) If the tu is beins eomputod for nny taxable year begin· 

ning on UHO, the forty-.1pt months preeeding tho btginning of meb ta.xable yea_r; or 
"(2) If the tax ;. being computed for any taxable year be,in· 

ning alter Deeember 81, 1&40, the forty~ht ntontlui p.....din,.. 
wluit would hs•e boon ita fi,.._ tuable >'hr beginning in 1&40 
if it hsd bad a taxable year ~nning in IDfO on tho date on 
which the taxable yeor for -.·bich tb6 tu it boing eompotod "(mAn Pouco Y£Aas.-Tn the cue of a tupayor which is an 

'"luiring corporation its base period yeara ohall be the four suc­
c:~h·e twe.lve-mont.h ~riods beginning on the. urno dRte 8.8 the 
btginnil_!g of ita baso period. 

"(f) E>t&TENC• o• AOQ<JIRI>IO CoRI'OI!AnoN.-For the purpoo;es of 
s-obsectioo (c) and &eetion 7411 jf any component oorpor1tion wa.s in 
ui<tenee on lbo date of the beginning of the tupayer'• buo period 
(either actu:t.lly or by reason of this su.bsectionJ, ill acquiring cor· 
ponticn shall be considered to have been in txtittJK'I on tucll date. 

"(g) CoxJOO.'<UT eo.-..noxs or ColUO,.-&>'T Couoo..noKo.-If 
a corporation is a com~nent corporation o( an a(q_Uiring corpora­
lion. under sub&ection !b) or under this ouboection, 11 il1all (u .. pt 
for lho pu"1>Cl9f$ of ~1on 742 (d) (I) and (2) and -ion 743 (a)) 
•ho .~ a compo~t corporation ol the corporal ion of which !~UC.ft 
I«J.tunng corporation ia a component. corp>rat•on. 

"SEC. 741. ELECTION OF I.NCOME CREDIT. 

•~Jn addition to Uto corporations wbieh under se-ction 712 (1) may 
flfC~ the t.'toess profits credir computed under section 718 or the exctSS 
profits credit romput(.\(1 under section 714, a faxpl!tyer which is an 
at·qoiring oo.rporation which was in uislence on the date of the 
beginning of ita bue period ahall bavesuch election, 

"SEC. 742. A VERACE BASE PERIOD NET INCO!IO:. 

.. ln the tsae of a uxpeyer which is an acquiring oorponti~ which 
.,. actually in W.Unee on the date of the boginrung of 1ta ba"' 
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J)<\riod or which is entitled under oeetion 741 to elect tho ox- ro6 
credit Computed under sceLion 718, ita avc,rago base period ntL &co" 
(lor tho JlUrJ>096 of tho c.redit computed undor ~tio1) 713) shall b: 
oomput.ed u lollo~s, UJ b.eu of tho method PN?nded tn Bection 7tS· 

"(a) BlasoortaJnmg w1t~ ....,J)<\Ct to each of •!a bose period yea,._: 
• ( 1 The amount of ate ••"""" profit. net tncome for ta<h ol u, 

tanb e years heorinning •.Iter DeCember .31, 1936, and~ wit~ 
or w-ithm such Due ~nod year; or~ m the case of ftdi' _.. 
taxable year in which the d~uctiona plus tho credit lor di•idtocll 
receind .. eeeded the grooa mcomo, tho amoont of 1Uch • ._. 

"(2) With respect to each of it& qual ill~ component~· 
tiont, the amount ~f ~ta Uefl88 profit& net mcome for Neb of iu 
taxoble years beginnmg alter December 31, 1935, ond ••dine 
with or within such bllSC period ):oar o.f the tax-payeri or, in 
the ct1se of each such taxoblo yeu tn wh1ch the deducciont pltll 
the credit r·or dividend~ received exceeded the gross income, the 
Rtnount.ofsueh t.."<cess; 

•·(3) ( A) The agg...,gato of tho amounts of exc:ess pro6c. ntl 
income ascertained under paragraphs (1) and (2); (B) tbe 
081P"!. .. t6 of tbe excesstS •-rtaaned undor parogrollhs (l) onc1 
(2); and (C) tho dillerence between tl>o aggregatea lowxlandtr 
clause (A) and claUS!! (B). If tho aggregate ~rtained unc1o< 
rlause (A) is pater than tho aggregate found under cia.,. 
( B) Uao dilleren<e shall for tho pu~ of suboectioo {\) 
be designated a 'plus emount', and 1f Uae aggr<gato .-. 
toined under clause (B) is pater than tho aggr<gate foond undor 
douse (A), the dill'erence •hall for Uao purposes of w'-tioo 
(b) be des•gnated a 'minus an>Ount'. 

"(b) By adding the plus amonnl4 ll8C•rt.ained nnder suboecli<>n (o) 
(3) lor Clleh yoar of the base period; and by ~ubtraeting from ~h 
surn if for two or moro years of tho base per1od there was a m1nut 
llmo:.antJbe sum of such minus amounts, excluding the P,Ate!L 

"(e) uy divid.ing the amoun~ ascertained under suboection (b) br 
lour. . . •· •·-"(d) In no case s!Wltho avenga base ~nod not 1IICXIIDt ~ ~ 
than uro. In the caso of a lasj>oyer whaeb becomos an ""'W1111J 
oorporalion in any taxable year begi~ning aft~er .Deoembtr 31, u•~ 
if. on ~pltmber ll, 19!0, and at aU t.unts until the taxpa,..- '-"" 
an acqu1rtng corporabon-

"(1) the taxpayer o=ed not 1.,. than 7~ per centum of~ 
el.,. of stock of each of tbo qualified onmponent .. ,.,.,_ 
in,·oh•ed in tlu~ transaction in which the taipllyer became •11 
•oguirjng corporation; or ed • 

'· (2) one of the qualified cornponcnt corporations Jm'Oh' 111 

tho tran.soction owned not. le158 U1an 75 par centum of ~n: d~ 
or stock of the taxpayer, ond of each of th~ otbtr quahfi COli· 
ponent. corporations involved in the transac:t:aon, &h 

11 
not be 

tho ···•rage base period net income of the taxpayer • or ito 
leM th•n (A) the average bMe period net in~me of thot ~ tbe 
qualified onmponent oorporationa int'Olved . m Uae traooad('Bi 1M 
average bese period net iiXIOtllo of which as great.o;t. or "tboul 
a.-erage base period net income of tho taxpayer computed "' 

1 ........ 23 

reg•rd to the ~.., period n~t inoome of any of ita qualified oom­pone.nt corporations 1.nvolved 1.0 the. transaction. 
"(•) For tho purpoeea o.f sub6tction (a) (1) ond (2) of this 

sectaon-
"(1) .Thue ~II be excluded, in the nrloUJ oomP.utatio.., 

ony dindendo l"!'d by ~ taxpayer or any of ita quahfied ..,.,. 
ponent ~rporau~na dunng any of the tauble JNrt of the 
payor which are .1ndud~ ID the. computation of the taxpayu·

5 neriJ!'! !>" .. per•o;d n<t. 1DOOIJ>t.. .IJ iho p.yor onrporotion is a 
<Orporauon ~abed an "'~•on (f) (1) or (2) of 1his 
reeuon, the divadonda to !>e excluded undor th10 p.rogroph oholl 
be only such ~·.are P••d after web payor eorporat.ion 6rst 
beam& an acquiring corporation; and 

"(2) In determimng whether, for ""Y t•x11ble year t ha dedue· 
~ion.s plus the, credit. fo~ ~livide.nds rtcei\'ed exceeded o .. ~ ATOM 
mcome, ""d Ul determ1nmg the Rmount of such exeea, t-he 
ndjustmenlo provided in 6<elion 711 (b) (I) olaoll be made. 

. ""(f) (1) 1 ~ the cue of" taxpay~r whi_ch 1s an tcquiring oorpora. 
fro"! •l,ld wh•.cb wu no~ actually 10 e:ustence on the date of che 
btgannmg of 1ts bea per1od, there !>haU be. ut.ludtd from the .. noos 
romputations undtr ~uboo<tion (a) {1) of thio oortion lbe portion of 
us txoess profit& ntt a_oeome., or of the exoess Ot'f'r ~ il')((ln)e therein 
rtfured. I!'> whieb io ~llributoblo to any period bdo,.. it firM. became 
ao "[;lllnJig oorponuon. 

-(2 In tho COlO of a ccmponent onrporation whi<h became a 
quali onmponent onrponation only by ......,. of aection 740 (I) 
there 5ball be exeludtd from t.he. vari&us eornpulal ions und~r Ell~ 
S<Ction (a) (2) of this teet ion the portion of its ...... profits net 
!rH.~ome.- or of tho exce81 0\'~r gross jnCO!JlO therein referred to, which 
111 aU r1b,utable to a.ny per1od before 1t flrrt became an acquiring c:orporahoo. 

~o.(3} In the c,ase ot a qunli6ed component corporation which was 
actuaby }n existence on the date of the be~nning of the taxpayer's 
b<L .. Jl"nod, there oholl be ueluded from ahe nrious <Omputations 
under subeection (a) (2) of this -ion the portion or 118 ...... 
profits ntt incomt, or of the exces onr poa income tbtrt:in rt-ftrred 
to. whi<h is attributable to ahe period b<fo~ oudo dolt. 
~{4 ) If durin~~: the taxoblo ytar for whieb lax io romputed under 

1h1s ~bdlapttr the ttxpl'ytr tt<quires assets in lll tran•ction whieh 
oon..c:tn~tes 1t an aoquinn~~t corporation, the. amount in4."1udible unde.r 
<ub6tct.aon (a) {2) , attributable to web transaction, • holt be limiled 
to. an amount w}uth bears the same ratio to the tmount computed 
wu hout regard to this p1ar.-gr~pb a$ the number of f1ayt in the 
~axable year after sucb transnct1on bears to tho total number of days m sueb taxuble year. 

"SEC. 7<3. NET CAPITAL CHANCES. 

"(•) For the purr-s of teetion 713 (e), upon th• dot• of the 
lransactton whit:b contCitutN a corporation an a~uirin,t ~ration, 
•ht~ sholl be added to ill daily ..,pita! addition or reduction lor 
",••h day. the net. capitol addition or redu<tion. u the caRl may be, 
o ncb of the eomponmt eorpontiOD$ involT"td in suc.h trans.ccion. 

-----------------------------------------------
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but no other capital addition or reduction ihall 
ha vi!'8 bow made by roaaon of such transoction. 

"(b) For the pu,.- of this ooction-
"(1) In oomp~ting tloo net capita~ addition of each ouch 

ponent oorporaloon lloere shall he d1l!l'egarded property .~· 
!o suclo c:orJ>omtion by the taxpayer or by any of ota co.f;: •• 
oo~ratoono. nont 

(2) In computing tho not capital reduction of each such 
ponent oorJ>oo'ntion tl1oro sh•ll be dilll"tgarded dlatributiont ::;­
to tho ~~xpa.yer or to any of such component oorpor"tiou

8
• • 

"SEC. 1<4. FOREIGN CORPORATIONS. 

''Th~ term 'cor1>4?ration' l\S used in lhis Supplement doe~ not indnde 
a fortHgn corporauon. 

""Suppl*•nt B-Hialle.t Bradd A..out aad l••utN C.pit&l 

'"SEC. T5t. DEI'INrfiONS. 

"ld U80CI in this Supplement-
" (•) EaCJu NOL-Tlv> conn 'exchange' ..-ns an uchango, to wt.ido 

oedoon 112 (b) (4) or (5) or 80 mueh of section IIi (e) (d) 
or (e) u refon co 80Ction ll2 (b) {4) or (5)1 or to whieh a •...,.: 
sponding provision of a prior revenue law, is or wu applieablo, 1>1 
one oorporacion of ita property wholly or in rrt for ....... 
l!OCUrit.ieo of another corporation, or a transfer o property b1 ..,. 
cor}>Omtion to another corporation after December 31, 11H7, cbe buis 
olwhich in the hands of such other corporation is or wu detem.i.neCI 
under llOCtion 113 (a) (8) (D), or would ha•-e been 80 determined had 
such section been in eft'oot.. 

"(b) 'iltANSPI!ROI~ UPON 11.1-o· ExCilANOE..- The tenu 'transferor UPJI 
"n e.xchnngo' means a corporation which upon an exchangn translm 
properly to another corporation in exchan_ge, wholly or m part, lor 
stock or 8eeuriliet: of such other eorporatJon, or transfers pro~y 
to another corporation after :n-mber 81, 1917, the basis of whoch in 
the hands of 1uch other corporation is or wu determined under 
80CLion 118 (a) (8) (B), or would have been 80 determined had Mlo 
eection been in efFect. 

"(c) TuNon:JUlZ Uro>< •>< ExCHAl<a£.-Tha term 'tranare ... •I"" 
an exc.bange' means a eorporation which upon an exchange t.eqwlftl 
property from onother oorporaLion in excluo~ wholly or in poll. 
for ita stock or 80CUriiies, or wbieh acquires proper17 from IJIOIIIor 
corporation after Doctmber 31, 1917, the basis of whoeh in ito hudo 
it or wu determined under soetion 113 (a) (8) (B) , or would llt<t 
boon 80 determined had sueb section been in elect.. 

"(d) Co><TOOo..-The cerm 'control' means the o..,.mhi(> of 1t«t 
ro-ing at li'Ollt 90 per centum of the total combined •·ot>ng ~ 
of all cl.- of stock entitled to t-ote and at least 00 per otn".'m or 
tho toiAII valoo of shares o f all classes of stock of the oorporotoo~.:.. 

"(e) Htonr4!' DRAOKr:r Awoo:n<T.-The term 'hiphi'SI bro..., 
Amount' moan• $ll00p00 or tho ltighest brt~ckot amount c:ompulod 
under 8CCtion 7~2, wluchever is the smnllc.r. 

• 
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"SEC. 75L DllTEIUII11IATION OF Plt0P£RTY PAID L'! FOR S'I'OCK AND 
OF BORROWED CAPITAl. IN OONl'o'ECTION WITH CER. 
TAIN EXCHANGEs. 

"(o) PlooPET!TT P•m 1>< l'OR STocK.-Tn th• applieation of soetion 
itS (!l) to a transferee upon an exchange i~ d~ermi.ning the amount 
J)aid ~ Cor st~k of the trtande.roe, ~r n.a patd:m su!'plus or as a con· 
tribuuon to cap1tnl of the t.rnndc.ree, 111 connect.,on "'uh tru. eh cxch11.u~ 
only on nmounL shall btl deemed to have ~n so paid in cqnnl to t"l1~ 
excess of the basis in tho htuula ot the. transferee of the property of 
tiu~. transferor re<.-e.ivcd by the tr•ns feree upon the exciJIHit;o O\'f'r 
1he sum of-

u(l) Any lit1bility of tJu~ tr1anJferor as-.,1me<l upon !Udi 
ue~ange. ond uny liability subject to which the property wos 
recewt<l upon suc.lt uc.hnn"', phil 

"(~) Tbe •[Z'grtgate of -tl~ amount of n•oney a.nd che l•ir 
narket ,·alue of any othtr prol)4"rty tn.nslel'l"ed to the tran~feror 
not permitted co bt reetiffil by •tl<'h transferor without the reoog­
nition of gain. 

"(b) llotuoowm CAPTTAT~In che appli<aiioo of -ion 719 (•) 
to a transferee upon an U('han~t I he tenn 'botTOwed ~pitaJ' shall 
not. include indebtedne .. ori~inally e~idenced by SO<urities is.."Ued by 
1be tra.nsferee upon sud1 exclumue u ron..s:idtntion for the PJ'OI)tr1'' 
or the t-ransferor receh·ed by the trans-feree upon such txc:han~ i., 
(I) such •••:.orici .. ,._,. pro.Jl"MY pennitted to be rooei•ed by lhe 
pt:rson to whom such flf!CUrit u~s were issued "'·ithout. the ~ilion 
of gain and (2) the indobtt'<ln ... orijlinnlly ovidenced by 811th 8eCuri· 
ties did not Rrase out o f indcht~lneSR of the transferor (other than 
indebtednes.'l which in thn triUUJferor,R htuld.S was subject to the limi· 
tzttions of this hl.tbsection) nt!Suaned by the transfe.ree in connection 
'~ith such f:;(eluwgc. 

"SEC. 7>2. C0)tPUTATION OF IIIGIIEST BRACKET A~IOVNT ll'o' COJio'. 
NECTTON WITII J:~XCHANGF.S. 

"(11) SnctAL APt'J.JCAnos or DMLY Js,'UTED CAI'TTA_L or TIAN&­
f'DOR ·oPO:r-· E~C'HASOE.-For the r>urt)()SeS of this section, the d11.ily 
inn$ted ca.pital of n lnmsftror upon an e:cchan~ fol" the day alttr 
the uchange !!hall he tho dRily uwested eapital detennined und•r 
soction 71i roduced by an amount equal to the llll<H1llt by whkh th6 
oquicy invested copital of the 1 ranofe- upon sueb exchan.l!" was 
i11<rea..<ed by reason o f che receipt of properly from soeb tronoleror 
upon SU<h exchange. 

-{b) H t<ao:::n" U1.AC1li'T 4\)IOln'T or Ta.A:oUl:iKlL-
'"{1) TA.U..BL& TIWt or UCitA...~ar...-ln the~ of a tnn!ftrO·r 

UJ- an u cluonl!" afur the becinning of its first tauble year 
under thio trubehapttr1 ita bi~b.o£ bratlieL amount for the taxable 
year in which theexwanll" lakea l>looe shall he tbe811m oi-

" (A) I ta higho.t 6ratket amount immediately_ p.roooding 
the o.ohanj!<l multiplied h)• tho number of da)'ll m tho IAIX· 
able _reu UJ> to ond includin,:: t.he day of the exchange., plus 

"(B) It$ highi'SI bracket omount for I he taxo~lo yenr n.lcer 
the exclumB"h multiplied by the number of days m the taxable 
year romnming nflcr I he d11.Y of 1ho exchange, 

<livid~d by the. nwnbea· of days Ill the taxable ye-nr. 
l'n. :->o. :SO I--t 
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"(2) Tu•ou .,...,.. API'D ""CJW<cm tln'UMJ<o ClOlfTIOL-Ia tho.,_ of a transferor upon ~n excho"'l" a~le~ t.ho beginnio of it.o first taxnble year under this ~bchapter, t f unmedately .~Itt the uebange thO tranaferor or tla lh~~tden, or bollt, are io control of tho ..,nl'feree, the trotufcror 8 btgbCbt brocket. lltnount. for any taxable yenr aft.• r tho taxable year. in which the t><ba•~:t takoa plaoa stWI be an amount wb1ch >1 a pt...,.,tago of fia higbosl brooket. amount. immediat.elr, procediog tho exchango equal to tho percentage which its datly investt<f eapital for tho day after the excb .. is of its daily invosted eapital for the dnv of the cxchnngc. r1(8) TAXABI..E T'Ull8 Arrt:R UCllA)fO:E NOT IN\U.\UO CO~"'IIIL.-­) n the ease of a transferor upon an ucbange (othtr than a trn.ns­fcror d...,ribed in parngrapl• (4) of this. l!llbocction) a fttr tho beginning o f its firat taxnble ytar nndcr thiS ~bcbapttr, if m.­di.&tely dttr the exchange no transferor or 1tt sba.~holde"' or both, 11pon the. exehnngo aro in .coutt·?l of t~e trAnsfe.ree:,_ and if the •horcholders of tho tranl'fe...., lDllllt<ilatcly p~ tho exeb1J1ge are not in con1rol of ~e transferee immedi"lelv nfctr the ex:clmngc, tho trans fcror 'fl hight.-st brAcket nmC?unl for 1.ny t:uablo year after the exchange wll be the u~ il ~ny, of tho mm of the transferor's biabest bracket. !!I MOunt 1mmechateJy pre­ceding the exelum~ and iho h·ans(crt'!e's high~t bracket •mount imnlediatdy preceding the exchan~ onr $500,000. "(4) T.UADLJ! T'P'..ARS A.P'I'ER CF.II'TAtN J:XC"f1A~OY.8 UXUf:!t ~0~ 11' cb• t3).-ln the cnse of·~ e.xchangc efter the begmmng of tbe fi...t taxable year und<r th1s subc~aptor of any traMftror or transferee uponwch uchange, ml•olvtng two or more tn~nsft~ or one or more tri.\.D..rlerors and one or more other JX'-rsms,,d immediately after the ._,change no one of 5U<'h trandtrors, or it! shareholders, or both, and no one or more of such other PI'."""' are in control of the tmn.~feree and af such uchan~ 1t .u e.schangt~ deocribed in stction 11.2 ('!) (5) or 80 much of~-112 (e) or ll2 (e) •• refers to se<:t1on 112 (b) (6), the h•gll..t bracket amount ol any 1uch trandtror for an:y tl.x~ble ytar 1ftn the ucbango ~all be an omoun~ equal to 1ta highs ll<a<b( llmount immedultely p.-ocedmg the .exchange.- . iD • (A) Minus an amount. wb~eh beara the same ratiO to higbeot bracket amount ~mediately P.receding the exeb••r. as tho ex.,... of ila daily mv .. ted ORP!tnl for tbc day of j.; txchange o.,tr its dailv inTesttd cap1tal lor the diT • the exchange beara to lt.o do.ily invoated eap>tal for ihe day of the cxcbongc, and · tJte "(B) P lus an amount. which beara the •me ratJo to ex,_ over $500 000 of the sum o f tho an>ormta computed under subpara~pb (A) with ,...pect. to each tra~J:•,:;.: the amount eomputod nndu !Ribpangnph ( A) '" .: • ..t to such t ramferor bears to the aum of the a.mountl: c.;ne:;, ....... under such subp<tragraph with respect to .. ch trans • " (e) H to1DI!T Bucxn A MO<n<TOPTiw<""""";- -In the "(1) TA.X:Aa u: TEAH o r EXCllA.NO:I l~''OL''INO ~~go( the eaoe of a trans!....., upon an exchange after the -.;-· 

~.JIMJ 

firtrt. ta.ublo year under thi• mbcbopter of a tranofcror upon !iUCh exchllltge: Uu~ tr•nsfe.t"M'• highest bncbt. amowat for ahe tanble )....,. in which the uchango takeo plaoe lhaiJ be the sunl of-
"(A) ItA! higheot. bracket amount. inunediat.ely prectding the exebanl!" multiptied by the number of daya in t~o taxable year "f to 111d including the dty of the uohange, p lu.!l " ( U Ita bigh .. t brac~et amount. for the taxable year af>u the OJtchaJlj!'f! multiplied by the number of daya in thetaxabl• yoar remaining o rtc.r tho day of tlu~ e:cchsnge, divided by tho number of days in tbe taxable year. For the ~,.._of thia para.gnpl> and IJU'-tion (d) of this ...,tion exc.hatlgG' includes u liquJdnt.ion deecribed in p~aragtiJ)b (6) of UU. IJUbooction, and •uch eschonll" ihall be deemed to have taken place on tl,. day liUch l~ruidation was completed. "(2) TAX.\lH .. ~ YJ!.\Il8 AF'M:'Jt LtCIIAXOE 1~\.0L\'lSO coN'niOL.-In the case of a trarudel'8 upoo an uchan~e after the bt1rinninJr of the first ta.:nble yeQ.r under this subchapter of a lranslCror ur)()n suc.h exch(Ull;,re, if immediately nftcr the txebalts,rt~ any transftror upan such exch•nge or its ahareboldeq, or both, are in eocurol of the traJ\If~ the tnnriel't!e'S highet,1. bmc;ket nmount for 11ny tu11blo yeAr alter tho excban~ aht ll ba. an amount which is a pereentago of ~:uch trafb"f~ror'a hightst braekt.t amount. immNii­ately priceding the exehanga equal to the per:t.~ntago which t he exc.'fliS of t he transferee'• daH1 im·ested cap1tal !or tlJe day af~r the uchangt~ onr ita daily IDYeoted c:apit.al for the day of the e.xc;hange is of t~ucb tnu:uderor's d"ily mvestcd capitAl for tha d:~_r of n •• oxchonge. 

(3) T .t.,x..uu.& TUM .Arn:a r.xCJUxo& xor n."YOtNnco co~~­In the ca.M of 11 transferee upon an ue:hango (<Hher t111m a t.m.nJI­fe,.ee deoeribed in pnr•groph (4) of this •ul>oection) after the boginning of the lint taxable Year under this lllheb•ptor of a transferor upon mreb cxehnngc, IJ i_mmediRtc.ly olte.r tha exehanJ:o no transferor or its aharehO.Idt:rS, or both are. in control or tb~ uansfnce, and if the l!h&reholdcro of thelranof•rec immediat•ly preceding tho exchan,:tb •~ not i1t control of the. t11ln:dcree munedia!<ly alt~r tho escbanll". the transferee'• higbeot bracket amou.nt for any taxable year afttr the exehange tl-hllll be an Amount eqnlll to (A) the i'lnn of tho tnnsferor'8 highl!6t. bnck(!t amount immediatel'YJ>receding the t-schanpe and the traMfe.~'s hi~thtst braoket amount inunoiliat•ly preceding the cxehnnge, or (B) $50Q,OOO, whichoi'Cr is the smaller. ( 4_) TU.A.Bl& TU.U Al"'"D CU:OUC' t:XC'II..L~OD (i11o'"'DD a:crtO"S 112 (b) u i .-ln the case of an c-xeh1n~ described in ~ubsection (b) (4) o f this oeetion, the hight!!!t. braCket •mount of the tMinS· feree upon 1ucb exehan~ for any taxable year after tbe uehange sha.IJ De an amount equal (A) to the sum of the. amounts com· puled under • ubparall!"ph (A) of such subsection with reopect to each transferor or (B) $500,000, whiche<u is tho smaller. "(A) TASABLr. TUR!J AP'l'T.Jt MQUIIJAT10~ IN CA81'! Or OORPORATI!'~ ltECI:.:IVlNO MIOPI'JtT'f' mtnr.a 8EOT10Y 1 t 2 (b) (6).-U~n the l"fC'e_Jpl b,v a corporation during any taxablf: ~ur under 1bis au~•JK!r of property in complete liquidation of n1lotber corpori\Uon, g•m 
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or I<* upon whieh is not~ by-of~ lit (lo) 
(0) the hig~ bracket amouut of the coryoration reooirin ..... 
proPerty for any tuable year. afte~ the l>quidation is com~ed 
shall bti on amount equal to !Ia h•gbest braeket amount 1m.,. 
diot.ely p....,..jing the completion of the liquidation in<rtltOc), 
but in no ca&e- to an amount abova $600,000, by an amount eqllaf 
to U1o highut broeket amount of such otl•er oor,r.oration inune­
dintol_y preceding the COI)>PI!'tion of such liquidation, if P"" 
viously nnd ofter tho beg.nmng of the. f\rst taxoblo yur undtr 
thi• subchapter of tl1o corporatiOn reoe" •mg ouch property md! 
corJX;>ration was n. transf~ror upon an exchange wlth re.-peet to 
wb1ch auch other eorporatton was a transferee. 

"(d) B1onr;wr Bucl<ET Axom."r nr C••• or Two oa l!ou 
ExClL\ XOU Of s.nrc TAXABLE Y.EAJL- .• 

"(1) If a tranoferor upon an uchango 1s m the oame tonblt 
yur •n•olved in more than one uchange (eithu as tronrl­
or tranafevee), its highest bracket. amount for ouch tanb)o,..., 
oholl be the amo.mt detumined under •ubeection (bl (I) ..;u 
reopocc. to the I~ uch_on~ in such. taxable year. lto .hip. 
bndr:et amount. ammed.tately preceding any txchan.b m ~ 
tuable y .. r ouboequent to the first. udia~ therein iL.U be tJoo 
amount computed under subsection (b) (l) with~ to lAo 
immediately pveeeding uehange u if the t.uable year cloool 
on the ~a_y of such sub!lequent exchiiJll!'l. . • 

"(2) U a transfuee upon an OJ;change 11 1n the •me twblt 
year m'·oh ·ed i!' m~re than one. exchange (eitbtr •• traM:ftrtt 
or transferor) 1la h1ghest brocket amount for such taxable yeor 
•hall bo the a:nount determined under subooction (cl (1) witll 
reop<>ct to the last exchanae in such toxablo ytar. lta higl10fit 
brAcket. amount immedjat:l, preoOOing any exclu•ngt ln I~Xh 
t~~nblo yur subs~ue.nt to the first e:<cflang_e therein el~all be the 
amount computed under subsection (e) (1) with l"tl~ to tht 
immediately Jlreceding e•change as if tbe tasablc year clooed 011 
the dny of Iilith •ubsequent ••change. . • 

"(3) If a transferor or transferee upon an .. chango IJ ·~ lbo 
ame taxable year involved in more than one exchange (t~tbtr 
u transferor or tranafuee), its highest brocket amount IO< .:l 
tuable year after tbe taxable year m which such es~hanp l 

lace oholl bo tbe amount computed under suboect1on (b) (~ • fa), or (4), or (c) (2), (3), (4), or (6), ulhe cue ma1 be, 11111 
~ to tho Jut. such eschange." 

TITLE 111- JUIORTIZATION DEDUCI'ION 
SEC MI. ALLOWANCE OP AlfOIITIZATION D&DUCTION. 

Section 23 of 1 he lntemol Rennuo Cod<> is amended by initrtl•r 
at tho end thereof the following new subsection: . lioo 

"(t} A.VONT1t.ATION J)D)uCTiox.-Tbe deductjon for amorttu 
provided in section 124." 

SEC. !02. COMPUTATION OF AMORTIZATION DEDUCTION. 

. t' Cte.r •don The lnternnJ Ravcnue Codo. is amended by •nser mg tt 
123 the following new .ection: 

........... 29 

"SEC IU. AJIIOIITIZATION DEDUCTION. 

"(a) GEND.U. R"'-!'--E"!ery corporation, at i .. election lhall be 
entiUod to a doduction with reapect to the amortizatJoo of th 
adj'uslad besia of an1 eme"'l"ncy Jacility (u dofined \n aul>oec:tio: 
(e ), based on a per1od of .sn<ty monU..: Such amortization doduo. 
tion ohall be an amount, w<th respect. to each month of such pe ·od 
within tho t.uablo year1 O<J.U'!i to the adjusted hlsi$ of the faelllt 
•t the wd of suoh month divadod by the number of months (inclu:f. 
ing the month for which tl1e deduction ia computed) renainin • 
tbo period. . Such adjustod basis at. the .end of the month lha~ i,: 
computed Without. ~~rd to tho. amorllution ded~~<:tion for ouch 
month. Tho amortuatJon doduct1on above provided with respect to 
anr '!'onth ~hall1 <IJ!COP~ to tl10 extent. provided \n subsection (g) 
of thia section, oo m heu of .tho dodnction "with !"8P«t to suOb 
facd•ty_ for such month pro•1dod by section 23 (I) reloting to 
eohoustaon, wear and toar, and obooleeoence. Tbe ~-~th period 
!ball begin u to any emergoney faci~ty. at tho olection of tbe tu. 
poyer, w1th the ""!nth follo'!ing tho month. in which the &ciJity was 
completed or eequ•red, or With tho suoooed•<111: taxable year. 

"(b) EU~Cno>< or A><oen .. no,.~The el<etion of the t.upo •r 
to !ako !!>" amortization ded~ction and to begin the siny-mJth 
penod w1th the month !ollowmg tho month in which tho faci~ty 
...... completed or aoquired ohall (oxoept as provided \n Sll'-tion 
(d) (3)) be made onlr by a statement to that ellect. in its roturn for 
I he l~xable year in wh1cb !!Jc ~ocllity wu completed or aoquired. Ita 
election to take tho amort.azaliOO dOduction and to begin such period 
'lrith the tanhle year B~l~ing such year shall bo made only by a 
st~4tement to that effect m 1t.a return /or such suOODeding taxable year. 

(e) Tr;RMJNATION or Aa.corrrrzA'MON DmucrroN.-A t.&.x-pave.r 
whicb has efoo.tod ~ndcr au~Lion (h) to take the amortization 
!leducbon pnmde<! a.n o~booct1on (a) .mn:y, at any time af~r mak· 
mg Ruch eJe<;t10n, d•soonUnuo th.o af!lOrtu:a~aon deductions with ret1peel. 
to t_be remamder ol,th~ amortu:atlon per1od, SUch discontinuance to 
!>tgin a~ of. tbe !Je_g.nrung o~ any month '!J"'Cified by the taxpo;rer 
u~ s notlce IJl wr1t1ng filed with the CommiSBioner be"fof'6 the ~n· 
nang of such month. The deduction provid.ed under a«:tion 23 (I) 
shaU !>e ~Uowed, ~~ing with the first month as to which the 
IUI>Ortizauon deduct.ion 11 not applicable, and tbe tupoyu ohall not 
(exceJ?t ~ provide<! in ou.booct1on (d)) bo entitled to any further 
~rtJution deductJona wath rooped. to IIUCh emegeocy facility. 

(d) Taxnu.no1< or ANoamuno,. PEIUilll.-
"(1) U the Preoident hu proelaimed the ending of tho omer­

goney period (as defined in IUboection (e)), or iHho Secretory 
of War or the Secrttary of the Na~ hU, in accordance with 
'!'gulat i..,. p....,.ribed by Lhe President, certified to the Commio. 
~oner that an trne.rgwcy facility ceased, on the date 8J)eC::ified 
1dn U,o ..,rtificate, to oo n-ry in tlle interest. of nationa!Clefenoo 
.nrmg tho emergencr _period, and if the date of such. proclama­

tion or tho date specitiOO in such certificate occurs wifhio sixty 
months frorn Ute beginninsr of tho amortization pe.riod with 
~poet to such cmerl!"nCy locility then the laxp•)'er may elect. 
(1n accordance with par"groph (4\ of this subseCtion) to tenni. 
nAta the amortization ~riod wit.f, respect to such emergency 

• 
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30 
"""•l facility u of th~ t nd !Jf the month in wbieh l1lth pfOclamat;.,. ,.111 ii!IUed or m whJCh e>eeurftd the <bte opeeified in llldl certificAte, whichever it the e1rlicr •. ~n sucb cue the a.mortita. tioo period with ~peet to auch facility ~·U end with tho mel of ouCh month in heu of the end Of ~be IJJty•mOnlh ptriod. "(2) If the date of tho proclama tion or tho date l!p«ifiod ;1 tbe eertilitate ~!erred to m parognpb. (1) of this w'-tHJo occurs within siJ·ty months fron1 tile OOgmna.ng: of the amortiza. tion puiod with mpoct to &Ueb tmergtney lac1lity and alttr tho btainning of the month which t~o ~pa;ycr has provioud¥ fiud under subsection (e) for the tak1ng , m lieu of tho amortuatioo dedac:tion l'ro'fided in this aectionl of the dedottioo allowod by section 23 (1), tho, taxpoyer, may e eel (i'\ aeoordanee wit~ paro. h (4) ot thiS suboect10n) to term111.1te tho ..,_,..t;.., r.:rod with .....,eel. to web emerge~ racilit;r .. of the tnd of the month i_n wlJieh such proclnmat•on wa.s tss:ued or in wbiek occurred the <bte spocified in ~ o;ertitlca!e, wh.iebtvtr is the earlier. l n such case tl~e llmortuat•on per•od w1~h r:espect to IUCh facility olall end With the tnd Of IUW !"On,lb In lito Of lilt md of the Sil<tf·n>Onth per1od, and the termmation Of lho &mOl'• 1 ization deduat1on under subaection ( ~) shall be d~regarded. . "(3) In the eaae of a taxpa7.er whiCh has not 1n either olltl retuma specified in suboection (b) elected to t!ke ary amortizatioo deduction with ~peet to a n tlllf!&tn<;1 fac1hty,, tf tho date of the proclamation or the da~;<> "P'""~ in tb~ eerttfi~te, ,.!~ to in paragraph (1) of thlS subseetJon1 wluchever Ill tarher, ts before tho upirahon of sixty montbt •.~m the loot dar of lilt month in which such emergency f1e~hty wu comp,ltted or at:quirtd, then the tax~r may e.ltct (m.a~rdante •a~ PI""" ph (~) of thio su ipn) the aroo~1~hon d~"""'!' P.""' med in subsection In)\ usmg an nmort.tUtJO~ ptrlod begmnmg with the month fol owmg the month m wh1ch tht ••ltfl'l'1 lacility was completed or a<quired and ending ~· of the eild ~~ the month withh1 wbieh such P.:roclamatton was_ JMued or _WJtlua whieb occurred the dote opoc.ified in web certificate, whidl..., is the earlier. ) ( ~ (I) u 4 Tho election provided in part~ph (\ , 2 , or dlat\ te made by filing with the COmmlSSioner , 1n ~~ ma~ in 8uch form, and witbin 1ueh time, as the Co~1oner.;:1\ the appronl of tho Secreury may by rq;u]at:Jono P""""lf. ,;tateme.nt o f such election. \Vben such electJon bas ~n so m!.\ then, under regnlotiono proocribed by tho Comm""':r 111 the approval of the Secretary, the taxes for all !-""~ • l"iJ beginning •ith the taxable7ear in which the.amortwllon ~icll ~ shall bo ooml'uted 1n aooordan06 "'th an ~ i• de<luciion oomputed 10 .aooo~an~• with the "!•th'!J:,'J," J>O'io'! tuboection (a), but USID81m hen of ~ _sizty .00 iftod rovided in such suboection t he amortizohon pen 5JlOO rn DOrlgnlpb (I), (2),or (3 ,aotb&CISOID~O" 11l'DDnll! "(6) RIJOolll'UTATJOl< OP TAJ< Of CAP!"' 'e>Ct'tS'profiti aUMzcnoN.-If tho adjWitment of the moome or 
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lAX liability for ':"1 tanb)~ 7~r D~ry to gi,.e effect tO part• g,..ph (4l of tl113 subotction "' f"'•Mted (A) on tho date of the certificate of the Secntary o War or the Secretory of the Navy or on the date of the President's Jlroclamation, whicbevt.r ia the basis of the tax·payer's e.lfdion underthie aubetdion, or (B) •ithin one year from 1\Klh date, by any J}rovilion of law (ot)u.~r th"n this p;&ragraph and other Dla.n 8e<ltioo 8761 1 relating to rom promises), an adju.-tment of tho tax liobility shall ne.-.rtho· IHS be made if in 1'8pect of such t1ucable year a no« ice. or deficiency is mailed or • claim for !"t{und is filed~ u the rPe nay be, .rjthin o~ yea_r •fte:r the df:l6 of litu:h et:n.iReate or such Jlro<:IAmfttJon, wb1chevcr 1.9 the bas1s of the ta.x-pa,rer's electjon under this tubsection. If at. the time of t.he ma1ling of su~h nocioe of dtflcitmcy or the Rling of such claim for reftmd, the edjw.tmf'nt is so prevented, then the amount of the adjuJtmtnt. authorized in this plrD!Z"'Ph ohll be limited to tho increo"' or dec-rea8C in the tM,c p reviously determined for 1ueh tanble year which ....Wto soltly from the efft<'l. of partgraph (4) <>I thiJ 1ubstdion, and such amount &ball ba ·~ nnd ~lftcced, or CJ'Cditcd or re funded, in the811me manner as if it we.re a deRcienc1 or an ovt.rpayment1 u the ~ m•:v bt, for IU("b taxable yet.r and u if on the dale of such certificate or 811Ch proclamation, whichever is the b&sis of tho taxpayer's election aDdu this aut.. *'Ction, one year remained before the expiration of the periods ot limitAtion upon assessment or filing claim for rtfund for the lasablo ~r. The tu previonsly determined 1hall be L.,..,rtoined in aoc:oli!anee with eoet1on 3801 (d). The amount to be •-' and collected undtr this pe.ragraph in the ume manner as if it. wtre a deAeie.~, or to be ~funded or Cl"tdited i.n the same manner u if it wero an overpayme-nt: shall not be diminishtd bJ any credit or ott.-oO' based upon any 1Wn, inelu.ion, dedll<:lion, credi"' eXen'IJ)tion, gain, or loss, other than one resulting from lho eO'ect ol paragraph (4) of this &uboection. Such o.-nt. if paid, ahalt not be reeofti-ta by a claim or suit for rtf-und or suit. for erroneous refund bABed upon any jtem, incJU£ion, dtduction, crecJj!_, oxemption, goin1 or '""" oilier than 0116 """tin; from tho enectof p•ragraph l4) ofthisoubseclion. "(e) D6rrsrnoss.-
"(1) EXfllCJ':YOT 1'AQJUTT.-As used in thi• seccion, the tenn (emergency faciJity' me~ms any f11eility, lnnd, building, muhin· ery, or. equipment, or part tht...,f, the construction, -ro•· eion, erection,_ or .inst,.llation of which was compiMen alter J une 10, l MO, or wnich was aequired after such date, and with respect to whic11 a cortiRcate und.tr 111boection ( f) has been made. "(9) E)(J!ItG"ENOT PDtloo.-As used in this eec.:tion, the term 'emergency period' means the ~riod beginning June 10, l9ttl, and ending on the dAte on wh1ch the l,resident proclaims thAt the utilinfion of a su~antial ~rtion of the tme~ney racilitits wilb l'OIIpeel to which eertifleatiooo under subseCtion (f) ha..,. btot.n made, is no longer required in the intemt of na.tion•l dele .... 
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u(f) DETERlltNATIOS' OP Ao.roe'n'.l> Buu OF EJ.rl'Jtt:rr.;.'licv F .. c
1 I n det~rmining . .for the purposo~ of su~tion (a) or w~>et<t,,:;:"'(h-) tho atiJtt>ttd ""''" of an emergency fat~lity- . 

"(I) Thert •hall be included o•lly 10 much of tht a 
otherwise coustit utin~ such ndjusred buia as is PMJ>et'l)• 1111M1.<*1Jt nble to such cou.su·uctiou, reconstruction, erection mstriiiiH i~tbut. 
lle<fuisilion ._ctt•r June 10, Jf).40, os tbe AcJviS(Jry' <:o111111j io"' or 
tbe Counci) or N I tiona] Defense and e.ithtr the Secretary~~ fr (O or t~1e ~mary of the Xa,·y h~ve ctnifi!dt ..-ithin the li: 
tipt<'lfi~l 111 poragnph _(3) of tim; ou~•on, and undtr ...., re,_"ltln.uons a.s the PreEJdent. maf prescrtbt, a.s ~Ar)• in tbe 
i11tN<eSL of nnliowtl defense durmg the t mcrgency period· 

''.(~) Aftcc· tho c:ompletipn or &C(Juishion nf any tuwrs,!.ncv 
f11C1I11y wnh rttptct to wlu c!• n cert1flc~te unde.r para~ntf.b (1} 
hu bH:n ma~t, any expenditure (aurabuta bl.e. to iU('h &<ilit, and 10 the penod after S:_UC,h compleuon ~r acquu;:a~i<m) "'hith dots. 
no&. repr-e5ent. constMJetaon, reconstrueuon, eree11oo in.sctlt11• 
or .Acquisition inc:lud~ in tt.uch ce.rti6eat.e, but. wih1 rt~t~ winch :1 sep:1rnt~ cea·t !fi~le 11 mode unde.r puragraph (!J, ihaU 
not be appl1ed 111 adJustment. of the bas1s o f auch facahty •ad 1hllll be tonsidertd as an u~ditW"e with rtSpec1 to 1 lin' 
tnw~n(T facilit,•; and 

"(3) the tt'rtiAcate provided .for in paragrnph (1) mall h><r no effect unlt.•ss mnde before whacheve.r of tlle following dat~ is 
t!u.• In ter: ,( A) 1'~'e begiJ~ni ug of such con&truclion, rtconlitrllt· lion, erechon, or mstullouon, or the date of such :acqui.iition or 
(D) the one hundred and twentieth day a fter the date of'tht 
•nottment of the S..Ood Revenue Act. of 1~0. 

"(!!) DEPR&CL\TIO:< Dt:ot:cno:<.-11 t he adjui1ed basis of the..,.,.. 
gone•• facility computed without ,..gol'd to subsection (f) of this ~t iOn is in excess of 1 he adjusted bats i.s computed under tuch sub­section, chc deduct ion pro,·ided b:( ti«tion 23 (J) shaJJ, dt'!pitt tht pro'"i .. ion.s of subetction (a) of tlus ft<'tion, bt allowed with m.pu to such emergtn<'y facility as i f its adjusted bu:is: were an amoma 
~ual to the amount of &uch t'XC61. 

-\h) P ATli EST n Y 'C,.,,Tt:D STA'T'l!S o r UNANOimzr.o C061' or 
F M'II.IT\".-lf rut 1unount is propedy incl~dible in the gross income of 1he t:up~aytr on nccount. of a povment w1th ~spect to an truergtncy 
facility and su<b poyment is certified as pro•·ided in this Jlllrapaph. 
thtn. al the tltction of rhe. taxpanr in its return for the taxablt ytU in whi<"h mch amoum i.s so indudibl~ 

"(1) The amortization deduct ion for the month in whirh ,.-ucb 
nruonm is so includible s.h11ll (in lieu of tl1c nmount or the dfdur· t ion lor S\ICh month computtd under 11ubseeHon (a)) be tl» 11moum so includible, but ~:uc:h deduction aha II not be in tx«S of 
tbt adjruted bo!is of the tmtrgoocy facility as of tbt !od .of 
~tx'h month (computed without regard to any ~n)orpzauoa deduction for such month). Payments referred to ut tlus ~rt· 
grnph sha ll be pnJinents the amounts of which .nrc cort!fi•<l· 
un<fcr such regulfttaons as the President. m11y prescr1be, by tJther 
th& Secretary of War or t he Secretary of the N.-·y "'rompt"''. 
t ion 10 the ttSpi\·tr for rhe unamortiud CO!it of tht tWfrr'~ 
facility mode beciu-
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" (A ) A 00nt.ntt with lht United Sralt~ tn• olriog t ho use 
of the f.acdity has been ttrminated b1 its ••rms or b . cancellaoon, or l 

"(J3) tho toxpaycr hnd ''"'""nnble gn>unds (either from pro\•lfJIOns of u. ~ntract with th~ United SIIUct in,•oh•in,tt Ule 
USC of tho fnc.rl1ty,. Or f rtm l Wrl.ltl'O 0 1" or1l l'fprtsentation~ 
u\ncle. under ~autho~1ly o~ th~ Unlled Statt~~) for antieiptcinf. fu1ure, contracl8 rm·ol\"'ng ttH! u .. o;e o( the facility whk , 
fuLu~ contrarts h~t,·e noc been mnd•. ' 

..,(2), In c~se tl1a taxpayer is uol l'ntitJed to rany ramortiz•t ion 
deduction wttb 1'(-'tJ)>_CCl l O tho e.mcrgeney f11ci lity rhe ch'tluerion aJic)WBblo under &..."CIIOil 23 ( I) on tu•counl of the monl h in whid1 such amount is ~ ineludible &hall be int.ret.s,e(l by such amoum. 
but. tiUCh deducl~on on •oc:oont of auch morula •hall not fk. in 
excees of the adJufOted baru of the tnJ4'rgtfK"y facility :as of the end of iUd' month (computed "'ilhout n•gurd to anr. 8 111ount 
:allow(lblc, on acoount of sueh month, under sect ion 23 (I) or· this pn r11gl'll ph) . 

•· (1) P Mcl'IT.C.TION Ot' Til~ 0Nrrm ~h.,Tr'l..-11 the ta~lll,•er has lx-fr1 f)r will be rfimbursed by t~e. United Stales for aU or ,1 part of th.­
tO:St of any emergeney fa~1hty purMI.ant to any contraa with the [nited Stat~ eit.fier-

e.( t ) .directly, by a (H"O\•ision t l1en:in de~tl ing t:<pn~Jy with such r~nnbursenwnt, or 
• "(2} indirectly, btoc1u1se the pric·e fMdd by the Unitt<! Rlalf'll (u~far u return. of C?St. of th~ f11cility is IL~I as a factor in the 

6.ung of such pnc-e) •• ~nr&ed by the. toni...CC as induditt~ a reHam or cost grt"ater than the normal e:xhr.u101ion, we:ar rmd tear, 
no :tii'IOJ1itat.ion deduction with reS(K.'CI. io r-uch ~rnergcncy focilh\' 
~hull be nlluw4\cl for nny month nftt•r the end or the month in wllit·h 
i U<'h COiliNlc:l is made, unit"", before the u:piration of nineh day~ :tfter the making of wc:h contract or one hundred and twent;· da\"i 
.C1u the dale of the tnr~clment of the S«:ond Rt\"tnue Act ol 1nio, t\hiche\·er of ~uch periods exr)ires the later, tlu~ Ad,•i;;on· ComtniK· 
t ion to th~ Counril o f Nntionnl Defeu~. ~tn..I either t ile $Cerct~tr\' of \\'z•r OJ" the &-<:rctary of the ~twy ctr•ti{y tu the C'onunissionl'l' i h1t 
~uch t•<.mtrucl udequately protects the Pnited ~tates with rdertnce 
tn thf' future use anc.l di.,~ition of IIUth e11ltrgt.U<''" fatilin·. .A en· 
tlfi('ate by lhe . .\d\·i!Ory Commi.~ion IO the coUnril of Xatiooal Dt•fense and e1tlter the St.-c:retar" o( "·"r or the ~l'('l:trr of the Xtu·y. nuule to th~ ConuuissionC.r lx>fore the upirn~ion o"r r1 in~1y ,bys :1fttr the mnkm~ or G contract or one hundrtd t~nd twent~· •Ill.''.!' a fter the d1UC of rh(" enachn('nt of the St-rond Re,·tnue .\ ct o( 1010. whichel'er of Juch periotiJt expires tbe latt'r~ tc.> tl1e efl'tet th:ttt um.ltr 
"'l<'h contract. ~imbul'f.tmtnt for all or a jU-rt of the COSt. of any 
« mergtnc\· facililv is noc J)rorided for witbJn I he rntaning o { elau.Fe 
(1) or. c)nuse. (2), shnll be contlush·a for tl1e JHU'poses of thiiJ · llhH'Cilfill. 

"The terrn.s n nd conditions of conlrtcUI with n>ferenct to reimbul't>• 
lllt'nt o£ lht CO"l o·f emercenc-,· faril iti~ and the proc:tctinJ,! of tht rnited Stattte with reft~nc:e ·to the funrre u.q arwl di~ition of 

4 'tch em<'rgenc~· faeiH1i t1 ~h•ll be rnn•le 11\'liJable to the public:."' 
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TITLE IV-SUSP ENSION OF . PROFIT-LIMITING 
PROVISIONS OF THE VINSON ACT ANI) 
CERTAIN P ROVISIONS OF THE JIIERCHANT 
MARINE ACT, 1936 

SEC. •01. SUSPENSION Ot" PROFIT·LIAIITING PROVISIONS OP THE 
VINSON ACT. 

The. proviolon• or ~;eel ion 3 of 1he Act , r M11rclo 27 10n4 (48 & I 
003; 34 U. S. C., &ee. :196) , liS a.meudedj beginning' Wilh the fil, 
proviM.l thereof, nnd section 2 (b) of t te Act. or J un(! 28 1~ (Public\ Numbered 671, Se•·erny-si.~tb Cong ....... third ..,..io~) ' moll 
not upJ) y to contraecs or subcontrnc~ for the con5tructio11 or :na.r.tt­
f:•cture of A~y eonaplete na\:al vessel or •ny. An~y or Nuy airt

11
'rt, 

or an.y port1on thereof, wh1c-h are ~nte~ 1nto 10 any tn:cabl• J'tlr 
to wlut'h tht UCft:l profit.s rax pro,·Jded m !I.Ubc::bapttr 1-: of C'ba:pctr 
2 or 1he l nl•mal R• •·•nne Code is applicable or would be appli<1hlt 
if 1 he contnctor or subrontractor, as the case may bt, •·m 1 mm.a. 
ration, and any ogrftment. to pay into the Treuury profil i 11 ~ of 10 ptr (tmum. J2 _l>er etnlum, or 8 ptr cemum, at tht c:a~ lbiJ 
be, of the contrac-1. P_':'ICC!S of any such contract& or suboolltra"'lt ihall 
be • ·ithout. eft' eel . This ~Sed ion shall also apply to aueh C'Ofltratta er 
n1btontntt• which wtre entered into before the date of the ~ 
nin~ of the com nctor's or subc<lntractor!s first la:uble year wftidl 
begms in HHO and which are not. completed before sueb tlatt. 

St.'C. 402. SUSPESSIO:i" Ot• PROFIT-LIMITING PROVISIOSS OF 'lllE 
MERCHANT MARINE ACT, 1936. AS TO CERTAIN SUB. 
CONTRACTS. 

(n) Tho provisions of J~eCt ion 505 (b) or lloo Mercl11ont Marine An 
of 1936J ns fllntnded, shRJJ not apply to any subcontnu:t which would 
otherw1se be whhin such provisJons if such eubeontrtlct is tnttrtd 
into in any tnxablc yenr of the st•bcontrnctor to which Subeh:apter £ 
or Chnpler 2 o r I he Inltmnl R.-·tnue Code is npplionbl• and it d1t 
prindpmJ contractor and the subc:ontra.ctor betwt'f'n which iUCh stJh. 
contract it tnttrtd into are not aftiliated within the rntllning or fUb. 
aection (b) oflhis Hction at the time such tmbeontnu:t is tnttrtd into 
or·~ •nylime l htrtafltr up 10 and including the dll• or ir.-plr­
tion l and any agreenwnl t pursuant to wh1ch the tubconlnttor .is 
requ1.-.d 10 pay lo 1h~ t:nittd Stat .. Maril ime Commi,.ion profit • 
f'XC'ftiiS o f 10 ptr «'f'ntum of the contract pritt o f any Wt'h AJ1xonC1'1Ct 
or pumta nt tO whi<>h such an agn-ement i.s requirtd to bt oblaiiM4 
from .urh aubconlra<Lor rolati•·e to SU<h subcontract, rloall be will!-

1 t O"..-<. This sub«<tion sholl apply only i f bolh the prinopa 
cont r~etor And the l'nbeonl rac:t()r are corporations. . II 

(b) F or the purposPS of this section, t wo or mom corporntaontms 
be deemrd to be affilinttd ( I ) if one corporal ion owns nl lrut 9)ptr 
eeniUill o f I he Sl!)("k of the O!loer or otltcrs, or (2) if at lelll'l 9l "i' 
cenhun of lhe ftf)('k of two or more corporations is f'wnfd b.r l it 
Mme interests. As used in chis subsection, tho ttrm 14stOC'k".d~ fl(ll 
include non,,oting stock which is limited and preferred liS todtt• adtnd~. 

TITLE V- AMENDJI!ENTS TO INTERNAL 
REVENUE CODE 

SEC. SOl. BARNISGS AND PROFITS OP CORPORATIOSS. 

(a) lJSD&R rNTr.RN'AI. lt r.t"~N{Ir, ~00r.,-8frcrion 115 of the {lllt'rllr.J 
n e w •J'I U(! C~le IS tuneudt'(l by tncocrtmg tt l, the end thereof tf f II .· 
IW W SUbSieetiOJlJJ : IC 0 0\Un g 

•• ( I) EPPECT ON EARN I NOS ANO f'ttOPIT)l or Gux 0 • T - -·• • 
R ~,.,.,..,. o ·r,- F•r. D . •11 • · • .. ~ ANo ,,p 

..... • " .· · ., - . -~ .r~MtiiiUTIONiJ~- ll' ,:r1un or loss realize!1:1 (roru 
llle S.11e or_ othfr diSi)Otll liOil (nfter Februnry 28 1913) or Pr<l()f I' 1· •• 
a ro~•·atlon- ' r J uJ 

"( l) for the P.Urf)C)f:C o f the Mmpultttion of eunings :~nd profit~ 
o ( tlle corporation, s.h11JI be deter:mintd, except as p ro,·idtd in 
paragraph 12), by u~ong ao I he ndJu>ttd bosis the adjusl«l ba•i· 
(~.ndtr !he law epplu;obfe to rhe,y~ar in. which tht sale or oche-r 
d.:isJ:,ositron was made) for dettnmnmg g:un. exc.'tpt that no rt'fr.'nl 
shall be had lo the •alut of lhe P"'PfM\• as of :Uar<h 1 IU.I3· 
but • ' • 

Q(2) for the t>•rl""'" of I he computation or flmio,. •nd profil• 
of the corporation for_ any ptriod bfginning dttr F ebruary 2Q, 
19~3, sbaU J?e dtlemunfd by usmg as the 1djusttd buis thr 
t~dJusted bas•s (un.dtr V~t lttw applirablt to che yea r in "''hiC'II 

. the Sllle or othe~ diBJX)SIUO!l was made) for detennining g•in. 
Gam or Joss so re11ftttd 5luall lncN-ra.se or decrease the e-arnings anrl 
profits to, but l!Ot ~yond, che.utent to which such a reJtli7.etJ g":lifl ur 
loss was recogruzed 111 cornputmg nN income under the Jaw 11pplit:1bl•· 
IO the yc:,ar in whic.h such tw,lc oa· disposition wns made. \\' llf'l'l' in 
deternumng t,bc ndJustcd b"~1s used in com put jng such N'JIUU'(J g-4dn 
OJ' Joss the adJustment to the blt8i8 d iiTers from the adjustment J>r'OJIN' 
(o~ the purpose Of dai(!I'Hiining e1,rninj.'8 C!' profJrs tfum th(' hlt(lr 
Qdju~ment shnl l be uSt>d in determining tlle increase.~r dfCrta.~ ahMe 
prm~td~l. :where a oorpor11tion ~h·es (after February 28. 1913) 
a d~rtbut.•on From ·~ seeo_nd oorJ1'4?n1Von. which (und4'!r the l1w 
appheabf~ t.o the ~·ear an wlut h the c lastr•~ll•on was m:ult>) was not " 
CR:tob)c diVIdend 10. th~ ~h!lrehold(lnl of t~e Strond corporation, tJu• 
amount of such dtstnbutton &hall not tncrH.c;,e the ttmings and 
profits '-of the. first corporation in tht (ollowin~ ca.~: 

( I) :S~ 5~ch .me..-..':" fill• II bt made on '""'f'I'Cl or tit< part 
~f sueh d_lStrtbuhon whJCh (undtr such l*lf) is directfv 1pplifd 
u~ ~U~IOO of the basi.s or lhe sodt in respect of Which the 
distnbuhon wn.s made. 

. "(~) X o lill<h in<rta .. ollall ht mad• if (undtr web law) 11,. 
d1st-r~butaon causes tht bui .. of tht filork in ~t of which 
1be (}h,t ribUI i00 'W!.'ftCI 111adt In bt- tlJotatf'd bet~n SUCh Flotlc 

.,. and the property rtcth·.c.J. 
' l ( m ) EAn::rnSGS .AS"U J>wo,.,.,._l s<"nrR' "'! IX V'.ALt"E .\OCJttrr.D n~ro .. ,. 
·' \ll(;U I. 1913.-

"(i) !f any inc~ue or deca"fM~ in the oomings or profits for 
any peraod be~innin,a nfCl'r l"ebruttr\• 28, 1913, with resptct to 
1m~· matt~·· wt)UJ.I I~ cl i11'4'1'rm lwl' I he ndjusted bnsis of the 
PI'Opcrly JO\•oh•t'd been determint"d without re,cmrd to its Mnrtll 
1. J913, value, jhen. UC('fl l fl.!( pnwided in paragr:q>b (2), nn 
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i~- (propuly ~fttcting ouch ditre..._) oboU be mad • 
that part of !be earnings and profit& eanm.ling of in.....! !" 
value of property aoeroed bdore M~h 1

1 
1913. '" 

"(2) If !he ipplication of suboec:tion (I) to a aalo or 
dispooit!on dttr February 28, 1918, rosulta in a 1.,. which~ 
be ap~hed 10 decrease of eornmgs and pro6ta for an · 
beginning • lltr F ebruary 28\ 1913, then, notwithotondink lu"~od 
tion (I) •nd in lieu of the ru e provided in poragr•ph (!)of tbi. 
suboecl>on, tho •mount of such loss so to be •PJ>Iied •hall ~ 
reduood by the nm~uut, if •!'Y.• by which the Adjusted baaia of 
the l>roperty used "' determmm" tbe lo.o, exceeds the ad'uotod 
besia computro with~ut regard to tbo value !'f '!>• Pr<lpt~y 

00 Marcl> 1, 1913, and if sue& amount eo apphed m reduelion of 
the decrea&e "'"'"eds ouch loss, the ex'*& over such 1.,. ohoJJ 
increa&e tbat part of lbe earnings and pro6to collliJtin of 
inc~aoe in value of proptrty accrned before Marcl> 1, 191llF 

(b) ~rncrnoz DAn: or ""'""""-"""T.-Tb6 amendmtnt made br 
oubs<ct•on (a) abaU be applicable to tuable yoara beginninc allor 
Deetmber 31, 1938. 

(c) U><oa l'llroa ACT&-For tbe pnrpooes of tbe Rnenuo Art of 
11138 or lf!.Y prior Revtnue Art the amendmenta made to tbe lo&tnU 
Revonue Code b7 •ubooction (a) of this -ion shall be olfortire 11 
if they wue a port of each such Revenue Act on the dato of ita 
enactment. Nothing in this subsection shall a f eet tho tu liabilil)­
o( any taxpayer for any year wbi~b. on Septe.mber 20, 1&.10, wu 
pending btfore, or was theretofore determined by, the BOard of Tu 
Appoala, or anycourl of the Unitro States. 

SEC. ~02. TAX OF SRARt::BOLDERS OF PERSONAL St::RVICE CORfU. 
· RATIONS. 

The Internal Uevcnue Code is runemled by instrCing dttr MC:Cioo 
373 lhe following new S upplement: 

"Suppltmtnt S-Tax of Shareholders of Ptreonal S.rvl.,. 
Corporotlons 

"SEC HI. APPLICABILITY OF SUPPLID!Elo.'T. 

"If a porsonol oervice corporation (as dtfinod in r«tion i!.\) io 
enmpt undtr Wf!h f!leetion for any taxable year from the U<'fM prOiiu 
tax impooed by >ueh subehapter, tbe provl.ions of chis Sup.,_ 
shall be opplinble with roopect to each sha~holdor of such ...,.... 
tion who wu • •h•~holder rn such corporation on the lut c!a1of..,. 
taxable yflr of lbt corporation. 

"SEC IH. UNOISTRmtrrED SUPPLEMflNT S NET INCOME. 

"For the purJlOOC"' of this chapter the term 'undimibuted Supple­
ment. S net meomo' me•na the SupPlement S net lnoon,lr (tt ,(kffntd 
in section 393 ) minus the amount of the dividends p11d duru.~ '!b 
ta:uble year. 'For the purJ>C)Ses of this section the n•w·nul~ of dl\'t ~n 
paid Ghall be computed in the same manner ns prO\•ided "' t!U~10b" 
(d), (e), (f) , (g), (h). ond (i) of section 27 for the ''"'1>0>< o 1 ' 
b~~.~tic Hurtnx credit pro,·ided in section 27. 

37 
"SEC. Ji!. SUPPLEMY!l'o'T 8 NET INCOMB. 

"'For t~& purpo&M of tbil thn(>ter 'SupplementS net inoome' means 
the n~ IDCOme, ezt:ept that there 81.11JJ be allowed u addition•! 
c.leducuo~ 

•(a) The Federal income tox payoble undor this chapter for the 
ruobfe year; and . 
. "(b) In. heu of tho doducti~n •)lowed by . ...,ticn 23 (q) contrlbu. 

t10ns or g1fts, pa)'!llent. of wh!ch II, mndo, w1thm the t:txabio ye:ar, to 
or for the "!"' of donoea deocrtbed .rn oecbon 28 (q) for the r>urr-a 
I herem spec1fi~, t:> nn ".mount wh1ch does n,ot exceed 15 pt:r oentunl 
of t he ~rporahon ~ net tnOOma, computed Wltbout the benefit of thi.a 
5ub;ootron and se<toon 28 (q). 

"SEC. :m. CORPORATION INCO~III TAXED TO SHAREHOLDERS. 

"(a) Orc,._L !lou.-Tho .undiatribut~ SupplementS not income 
of • personal oervr<e corporatron oball be includod in the- i......,. 
of the sh.areholders in the rna.nnu and to the extent stt forth in thiJ 
Supplement. 

"(b) A.>IOin'T l l<CU11><1) ll< 0-. b OO><&.-Each shartbuldtr wbu 
on the !Mt day of the t~xable ye..r of the. CO!'J?Oration, was a aha~ 
hold•r m sucli oorpor 1t1on thall mclude U\ his gr'Q!S income as a 
diridt"nd, for the t~;Jutble rear in 'A'hieb or with which the. t~xable. 
Y~!' of ~e oorponlton ends, the amount. be " 'ould ha\"e netiYed t.s a 
dn·!dend 1f on '!'l•h last dny there hod been distributed by the cor~IO­
I't1tl0n~ and receavcd b.t: lhe shareholdef~t an amount. ~ua[ to tlte unt is. 
t-ribute<! Supplement S net. ineorne of tha corporation for its taxable 
ytar. • 

"(e) CRmTT FOR 0HLIOATIOS8 OPTu& Usll'I'J)ST.\TF.S A so In Tssnm. 
)rcx.TALTTu'.s.-Euch such Hhn~holdcr ahllll be nlJowed n credit 11$-'lin.st 
n4?'t moome, for the purJ~ of the tax imposed by section JJ , 13. 14, 
~01, 204! 207, or 362, o ( hia JH'OJ)()rtionat.e '.laare of the interest specifif'd 
tn section 25 (a) ( 1} or (2) which is included in the gross income 
oC the corporat •on. 

"'(d) EP'PECr ox C•-••rTAt. Aocoo-NT or PDtBOXAL SE&\'tcr. Coaroa•­
rros.-An amount. equal to tl1e undistributed Supt)lement S ntc 
lnt"'J?lt of tho persona l eervice oorporuion for its taxable year shall be 
consrde~ as paid in u of tbe dooo of ... cb tanble nar ,.. poid·in 
surplus or as a contribution to tapit•l, and the aecumUJattd earnings 
and profits as of the d- of •ucb tuablo you shall be oorrespond· 
!"~ly reduced, if sueh amount or any portion thtrtOf is rtquired to be 
>ncledod as a diridond in tho~ income of the sh-holdors. 

" Co) B.\Srs or Srocx n< HA,..., or SHAREB<>LD£11S.- Tbe amount 
'"'l"i"!! to be includtd in the g.- income of I be shareholder und•r 
' "bsoct•on (b) &hall, for the purpooo of adjusting the basis of hi• 
st.ot~ w1tb rtSpect. to "'hif!h t he di&ribution would hare been made 
(r f •t had been made), be t~ated as having been reinvtstro by lhe 
shat'(lhotder as a contribution to the eapit.ar of the corporation; but 
~nl~· !O the extent to which t~llrh amount. a.s included in his gross income 
'" h1s return, increased or deere11sed by any adjustment of such 
amount. in t.he lut dcte nnintteion of the &tucholder's tax liability, 

bnwdc. before the e:c:pirat-ion of !KWen yaRrs nfter the date prescribed 
Y law for filing the r•ctunr. 
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"(fl p .. ,oo or L'lvrr•nOl' o" A_,.,.T AJil) Cou.>xmol<-F,. periOd of limitation on t.~J~t:~SMtnt. and collection without uet · ~ m tbe ...,. of milun to inelucl6 in I!"* i- ~amount P1'0(ltrl includible therein under 1uboe<tion (b), - 80etion !17~ (d). 1 
"SEC It$. NONitliSIDBNT ALIEN INDMDUA.1.8 AND FORE!Cl! COl. FORATIONS. · 

"I n tho caso of a ohareholder tuablo undu "'Ction 211 (a) ,. 231 (a), bit distributive ~ of ~ undietr\bulod Su.PPknimt s net inoome of the oorporat1on ~uind lo be mcloded m tl1o 81'001 iMome &hall be oonaidered ll e. div1dend ....,.ived by him lrom­withln tho United States. 

"SEC. 896. SUAUUOLDER'S TAX PAID BY CORPORATION. 
"If a ptraonal 8trvi<e «>rpontion ;, ~'!"ftlpC. for any tu•ble ,_ under section '/26 from OX~ profits taJr, It sJialllat U10 time Of filing its return, plly to the coUeetor an amount equa to the &.mount tht1 would be req_uired by section 1~3 (!)) or "'Ction 144 to .be dedlldtd and withhtld by tbe corporatton if 1ny amount rtqu1red by this Supplement to be included in the g...,.. income of tho sbartboldu bad boon, on tho last day of the tuablo year of ~ oorporation, poid to ~ shareholder in cUb as a dividmd. Such amount shall be QIJ. Jeeted and paid in the same manner as the amount. of l."x due hi ..... of that shown by the tul"'y•r upon a return in the .... of a mathematical error ap~ring on the face of ~ retum.• 

SEC. 503. STATUTE OF LIMITATIONS IN CASE OF ~NS'TRUCfiVll DIVIDENDS. 

Section 27~ (d) of tho Jnternol Revenue Code (relat ing co Molule of Umitat~ons) 11 amended to read as f ollows: "(d) Conmucnv& D~-:-11 tho taxpayer omito lroa1'""" income an amount properly mclud1blo tberun- . "(1) FoaEJON' l't.Jl80N.u..-JJOLOUf0 OOMPANIE8.-Under ~oo 837 (b) (relating to !116 incJUiion in ~'"'"" inoomo of u~ Stat .. abarebohfers of their distributive aha""' of tho unci• lributod Supplement P net inoome of a foreign personal-holdmr com~wy);or . "(2) Pl:uol<AL ... .,CII OOIII'OilA'110l<S.- Under aoetion 3M (b) (relat~ng to the inclu• ion in the gross in«>mo of shoreboldm of their distributive oh..,_ of uodilltributed Supplement S lilt income of a ptl"fiinaJ itrrice corporation); . tho tax may be aiiiiOSOed, or a proe<ieding in court for tb~ coll«;t"!" of web ta.x may be begun without Ml!tt86Dltnt1 at any umo wJthil Beven yeara a fter tho return wu fi.lod." 
SEC. 614. CREDIT OP NONBESIDBNT ALIEN OF TAX . A~ SUAIIE­HOLDER lN PIW!ONAL SEIIVICE OORFORATlOJ<, 

Seetion 216 of the Internal Re•enuo Codo (rela~!'.\\to ~ against tu of a oonreaidmt alien individual) Ia am~A .!~ at the md thereof a now -- to .-.1 as folio,.: ,_,......-

""' .. J 39 

alien individuaJ aball be allowed u a credit againat hio tu the amount required by oectio!' 396 to be paid by tbe peraonal .....;.. corJ)Ortlion of whtch he 1.8 a obareboldor wllb ree1>ect to biB tu Jiotiility under S upple•nent S.". 

sEC. 51$. CREDIT OP FOREIGN OORFORA.TION OP TAX AS SHARE· HOLDER IN PERSONAL SERVICE OORFOIIATlON. 
Section 234 of ~ Internal &nnoe Codo (relating to eredita agai..._ tax of foreign eorporatio01) is amendacl bi adding at the end thereof a. now sante.nce to read 18 foUow1: "A oreign corpora· tion shall be allowed u ~ eredit against ita tu tho amount required br -ion 396 to be potd b;y the peroonal oervico corporation of Which it is A shareholder wath l"U!!J>eet to ita ta2: liability und~r Supplement S.". 

SEC. 506. CUANGE OF NAME OP EXISTING EXCESS-PROFITS TAX. 
(•) Subchapter B of Chapter 2 of the I nternal Revenue Code ia omended, eJrecti" February 10, 1939, by otrilring oot, in the head· ing of such oubehapt<>r, "EXCESS-PROFITS TAX" and insert. ing in lieu thereof "DECLAUED VALUE EXCESS-PROFITS T1L~", and by striking out, in 1116 6rat poragra~h of oeetion 600 of lttt.h subchapter, "excess-profit& tax" and in~te.rtmg in lieu thereof • 1declared nluo excess-profits tax". 
(b) Section 23 (e) (I) of tbe Internal & .. nuo Code (relating to tues not deductible in eompuling ott. income) is amended, efrecthe •'ebr11ary 1011939, to read a.s follows: 
"{ I ) Federal income, war·p= and ••-profits tasea (other than ~ ex.-.J!ro6ta tax im by section 106 of tho lle•enue Act of 1985 (49 Stat. 1019)1 or by 10011on 002 of tho &venue Act of 1038 (62 Stat. 1!67), and otner than tbe declared nlue ucot~-pro6tl tu imp«*d by oection 600) ;". 

SEC. tm. PUBLICITY OF RETURNS OF SUBCHAPTER t: EXCESS PROFITS TAX. 

Seetion 1)15 (A) (2) of the Internol Re .. nue Code is amt nded by ll riking out "Subcfuipters A, B, • nd D of Chapter 2" and inserting in lieu thereof "Subchapter~ A, Bt D, t.nd E of Chaptu 2"'. 
SEC: 508. TECUNICAL AMENDMENTS. 

(a) Lnm-• .,o,. o" A-~'T •"" Cou.ocno".-8edion 3312 of the rnternaJ Revenue Code (re1ating t.o ~riod of limitation on~­ment and colleetio.n of taxes) is amended by striking out.. "Ex~pt. 1n the cuo of income, ootate, and gift tu .. • and 1nstrting m heu thereof "Except in tho cue o f 111come, "·ar-profita, u ..... profita, estllte, and gi.ft.lu:ea". 
{b) AOA'tDI&HT Cuorr A>«> Rzrm<t> or Tuyo--Bection 8770 (a) (I) of the In~J ~~uo Code (~lating to authority to abote, <redit, or refund ta.x) is amended bT striking out "ExcepL •• otbcr· "•i.se .provi.ded ,by law in the case o jncome, est~te, and. gi~t tant·" and motrtllljt tn lieu thereof "Excepl as olh•,..., .. proY1~ by Ia::' m the cue of income, wftr·profits, e:s:cess.profit:a, estate, aod g1ft tu:et · 
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TITLE VI-NATIONAL SERVICE LIFE INSUR. 
ANCE AND PROVISIONS AFFECTING TliE 
RAILROAD RETIREMENT BOARD 

Part 1-Natlona l Servlee Ute lnsuranee 

Soc. 001. When tased in this part-
(•) The tenn "person" meaa. (I) a eommi98ioned o&tr· (2) a 

warrant olliter; (3) ~nl~ per.onnel (~nclu~ J>fi'IOn• i.lttiol 
for training and sunee under the Seleetne Tnnung and Sonic. 
Aet. of 19-10); (4) a member of the Army Nu.,. Ccirpo (ftbltlt); 
and (0) a member of the Navy Nu""' COrps (female); 

(b), The. te.nn "Administrator-" means the Administrator of Vtt~ 
erans Aft'aars; . . . . 

(cl The terrn "a~ive se.rv•ce•' means active serv•ce_1n tl•e lund or 
nova forces ( includmg tltc Coost OuRrd) of l~e Umte<l States and 
&ervioe in tlul land or navu) forces ol Uia Un1t.ed States .unde.r tbe 
Selective Tr11iniltg and Service Act of 1040, but the "'""'CO of ••1 
person ordered to active duty in any &ueh fo!U for ~ pe~·iod of thirty 
<lay~ or leu, sh~l not be deemed to be act.1ve serviC:e 1n IUC:b fora 
durmg sucb pe.r1od; . . . 

~
d) The term~ means Nattonal ~..., .. Life liiiUn""; 
e) The term "child" includeo an adopted child. 
oc. 002. (a) Every penon who ~ coiiUIUssioned and btnol\'f 

ordtred into, or who is ~ter examu~, accepted. and tnrnllod "!> 
the 1t1h•e atrvioe and while 1n such letive service shall, upon tlldl· 
~lion in writing (m':de wit~in ooe hundred and twen~ d.ays ilter 
entrnnce into $UC"""h act.i,·e eerv1ce) and payment. of preJ?liWD& .. bert­
inn ftcr provided ·and w·ithout further ~edieal examtnahon, be gn~ted 
insurnnoo on the five-year level pre.mmm term pi~ by th,e -unued f 
StAtes ugninst the death of sucb pcraon oceurr1ng wb1le. such IOfUI'Illct 
is in force. · · ·th· (b) Any person who is released from active &ervlce "' an ooa 
huncl~l and twenty days after such t~roll~t shall be gra~~ IOidl 
insurence- upon application thtrefor t.n wntiog (made w-at 1n * 
hundred and twenty days after ! IUbotqutnt OJl!O~nt or tnllU<l 
into acti<o .. n;.,. and before discharge ~r reoa~on tberoi-J: 
and upon payment of pmniuma and ·~ satiofactooy to . 
Administrator showing such per.on to be >n good health at the \Ill& 
of such application. . .,~ . 

(c) Any person upon ""'nliotJntnt or reentran~ mto_ or~,.,!, 
m~nt. in act.ave se.r.iee and bcl'ore _diecha.rge: .or res:agnation the com· 
and any person in the activo 81lrvtce upon diecb':.'if' to -·~~ ouch 
mi81!ion and befot~~ resignation tho~from,. !d' be 11"'\hio 

0
,. 

instJrancc upon application therefor 1n wrttin~.J:. mild~ ""1 Cl"'ll(f 
hundred an<l twenty days following such ~ . ) en ~ ';. P'!: 
rwnpl"/ment.,. or durehar~ to oecept. a comnus:nonh ' A~niltrtt« 
ment o prenuoms And eVIdenee ~&tisfactory 0 tth• time of ...., 
showing such person to be in good h•alth at • 
applic:alion. 

,,....._ a .J 41 

(d) Any J)e!'fiOn who hu boo~ commi~i~ned, or e.x:~mined, aooepted, 11nd e.nroUed, m Cha llC:Cive &ervJoe nod 11 ln iiUC:.h act•ve ~~ervice on the 
date of enactment. o! Chi~. ~ct shaU be ~Jted aueh in11urance upon 
appliCG.tion t.bere.Cor In wr1hng (made !lthin one hundred and twenty 
d11~·s aft.er d1e date o ( tn~ctment. of this Act. and before diaeharte or 
~ignahoo from .&uch aetave sernce), ~ upon pay~nc of prtnuwns 
and evide.nc:e 61tiflactory to the AclinmLStntor tltotflnK IUdt person 
10 be in 1[00(1 hNI.th at the time of~ application. 

(•) The premoum rat .. for such u>sura- oball be the ,.. rates 
ba:....oed upon ehe American Erperienc:e Table of MortalitJ and inte:~ 
at the rate of 3 pu ctntum per annum.. AJJ .casl1, l01n, p1id up, and 
utended values, and all other eaJcuJat,Jons m connection with sueh 
inrurance, sbalJ be based upon said American Experience Table of 
Mortality and inten.lit at the ~te of 3 per oe..nCum ptr nnnum. 

( f) Such insunuiCC shAll be ISSUed upon the five Y<!llr level premium 
tf'rm plan, with tho privilege of conversion ns of the date when any 
premium becomes or has become due, or exchange 1J1i of t he date of 
the ori .. glnal ~licyl·upon pnyn1e1~t of the dilfe.rence in reserv~, ~t any 
time after such po ,IC:r hn.s ~ .m e.f~ for one yur and w1thin the 
five ytar term per1od/ to pOhC>tll of UlSIU1lnce u1>on the following 
plans: Ordinory lif•, ,..enty payment life, thirty payment lif•. All 
6"e year level p~mium term policies shall c:nse and tennin.ale at the 
upiration ol the 6•e yoar tenn period. Provisions for <ash, Joan, 
p:ud up, and utt:oded 1'alues, dntidtnds from gainJ and s ... ings, 
rt.fu:nd of uneamed prtmiums, and such other proti.iions u may be 
found to be reuoneble and practicable, may be r,ro,.idtd for in the 
polity of insurance or from time to time by regu ationt promulgated 
hr the Admin_ist.rt.tor. 
·(g) The insurance &J1all be payable only to a widow, widower, child 

(inCluding R 5tcpchild or ~an illegitimate ehiJd i f dt-signniOO llS bfne6. 
cinry by the insured), puent ( including penJOn in loco pllrt.nti'S if 
designated as bencficitry by the insured), brother or 8ister or the 
insured. Tho insured &hall have the right to d .. ignate the beneficiary 
or henefideries of the insurance, but only "·itb1n tho ciJS&N herein 
provided, and •holl, oubject to regulations, ot all timtS h .. e the right 
to ch:toge tbe bent:ficiary or berie6ciaries of sue:b insuraMe without 
•he <'Or!Sent of IIUcb benwciary or henellciuitt~ but only within lhe d.,... huein pro,.; dod. 

(h) Such insurance shall be pa:rable in the following monner: 
(I) If lb.& bene6ciar;r. to w&om paymenL is 6rot made i• und•r 

thirty years of age at the time of maturity, in two bundN'd and 
forty equal 1nontl'lly installments. 

(~) U tho benelTeiary to whom payment i• firot m•do ia thirty 
or more years of ago at. the lim& of maturity, in equal monthly 
instaU1nenl8 for one hundred ond twenty months ccMBin, with 
such payments continuing during the. renuaining lifetime of such 
benclrci•ry. . . . . . 

(3) Any in.sta llmenta cert.atn of m SUt111<'6 rtmaJmng unpaJd 
~t the death of any ben•A<i•ry shall be paid i.'l equal month!.r 
1nstallmtnts in an amount equal to the monthly Installments pa1d 
to the tirot btnt6<iary, to the person or porao111 thtn in being 
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within the c.tu..s huein.o,fur ~od and in tho Ordtr 
un- ..... led by,the ~in a dalforo>~ Ordtr- -...,,. 

(A) 1o the wtdow or w1dowu of the •naurtd if li · . 
(B) if n~ w~d~w or widowtr, to the cb.ild or thildrt~ 

lhe in&urtd, al h~•ng,m ~alabare.; , 
(C) if no -yado,., '!id~w.er, ~r chdd, lo lbe P•ront .,.. 

portJito of the msured1 •f linng,,m equol aha,...; 
CD) if no widow, w1dowor/ child, or pnrent,to tho broth.,. 

and •••tors of the insu_red, i living, .in equal &h"rea. 
(i) lf no hcnefieiRry is desilt!'ated by the InSUred or if ~be d.s.t. 

noted heneficioa;y does ooL sorv!ve the •nsured, th~ ben~Ottlly oblJJ 
be determined an a"!"'rdance wn.b the order S)ltCiflod an ••!*<tioo 
(h) (8) of this etet•on and the msuranee shall .be poyoble an eqllll 
monthly installmtnta in •"!"'rdance w1tb su~aon (h) (I) or_ (2), 
as the c:aso moy be. Tbe raght of any hene~caory to JIOY.mtnt ~~ .. 

1 installmenta sholl be coodiboned upon h11 or her oo~g atire tt 
.-ive auch paymento. No person sholl ~a"" • •ealod ngllt ,II> lliJ 
instaUn~nL or J.Mt.aUments of any. such J.nsun.nce and an7 i111taJ1. 
menta not .P.&id to a btne~c:iary during.~ ~~cial')''t Iii~ 
shoJI be p11d to tbe be~ary or ~<fi<u~net Wlth!n lh6 pormotted 
clast nut tntitled to pnonty, Ill! JII'OYJdod an ••'-'"!• (h). . 

(j) No installmtnts of 8Utn msuran~ shall be r,•d to the~ 
or legal rep.-otativeo .. such of!!>~ tDSDrtd or .o ony bt~, 
and 1n the e\'tnt that. no person Wttbin the ptrmltttd elaq aamTa 
to receive the insuronce or any part thereof no poymtnt of tho 
unP.aid installmtnts shall he mode. • 

(k) When tho omount of .an indi-:'duol. n1onthly poym~n~ u Jo. 
chan $61 aueh amount may: Jn th~ <hscret1on of t~6 Adman11trttor

1 be allowed to nccumulat~ w1tbout mterest o.nd be d1sburscd anruzaJJy. 
(I) Any pnymenls of insurance made to a P<....,n ':"P!"'<nted by 

1 ho '"""red to he within the J><rmitted class ~f benefimrltl •~aU be 
deemed to hove been proJ><rly made. and to satasfy fully the obhgo!•on 
of tho United Stoles under such msuronce po.liey to the ultnt of 
such poyments. . .• • ••• · 

(m) The Administrelor !hall, by regulations, P""'!'""" u .. Ume 
and method of poymtnt of tho prem•ums on such. tnwra......::e 
paymtnts of prentiumt in advance shall not be requtred for~ 
of more than one month each, and may at the eloehon ~f ':ad.. 
be deducted from hi. act i,.., service poy or be ol bt"'•• . 

(n) O_po n applicotion by lh6 inJrurtd ond under "fh rocW.!": 
11 the AdminJJtntor ma7 promnlgtto, ~yment 0 

1
P;a"bililpl 

Rich insurance nay be w&Jved dunng eontanuoua: t~a dliA. f id 
tho iii!Urtd which commtneed •ub!;equent to the e!f«t••e ate 0 
jn,surance and whitb bu e:sisted for six oons«utJYt mont~tt fll-" 
prior to the attainment by the i.nsnftd of the ~go ~:,r ,..,.,rJ· 
tfec:tiYe ., o( the due date of the monthly &rem•::utire m~t tl 
able on or after lhe fi rst day of th." ~ven ron. · de whilt 
such di01bilitY,: P~vidtd, Tba~ applacataon for w••·~~ ~c"'~mi..., 
tho iMuranct •• cu rrently kept m for<;e by the ~a'tl,~ Ad.J\nistrtlot 
ond the inoured fumisties proof sahs~actory 0 )' bled lot 
showing thot he is and bas been conhnuously lot11lly t' !'" A•J 
s ix or more month8 prior to attaining sixty.yea~tiongt~aiJ 1101 
waive.r granted by t.he Administrator under thas su 

~>a.ome tlfectiye Pa:ior lo the date. o.f oppl~tion lhertfor · uoept 
that, in th~ ~~aere~ro~ of the . A.dmm&Strator, rt may be ma(le e.fec. 
tin at any time "!llhtn a penod .of not more than aix months prior 
to such data bur. 111 no event praor to t.he fiJst day of the r;eventh 
rnonth of such continuou.1 di&abiUt.y. Any premiums tendered to 
eover a period during which aucb waiver ia e·Wective sbAU be refunded. 
·n10 Administrator shall provide by regulations for reexamin11tiona 
of benciic.iarics undar tJus llllb8celion and, in the event th11t it is 
found that an insured ia no Jon~r totally disabled, tha waiver of 
premiums sl••ll ceaao ne of tho da(~ of such flnding and the policy of 
HLSUra.nce ~a.y be continuod by payment. of premituns as J>rovidf!d 
in Sllid pobcy. Premm!n ratea shall. be caJeul~ted wi!hout charge 
for the cost of· the waaver of prt.miUtns herean pro\•Jded and no 
dtduetion from henefit.t otherwise payable shall be made on account 
thereof. . 

(o) The Admi!'lltralor •h• l.l promptly de~"!"ine and publish the 
tmns: and CGndJttons o~ ~ch ansuranoe. Pmd~ tM promulgation 
of the ttrms tnd oondu•ona of the 6ve year le~ premium tmn 
policy and the printing of such policy

1 
the Administrator may ~ 

a rertificato in lieu thereof u eridtnco tna~ insurance bas bten ~~r&nttd 
and the rights and liabiliti.,of the applicanttnd of th• United sw .. 
shall be lhOoe i!pi!Ci6od by the ltrma and conditions of the poliey whtn poblishtd. 

(p) Such insunnce may bo mode ~tfecti.-., IS •peeififd in rhe appli­
tatlon, not. later tban the first. day of the calendar month follow1ng 
the date of application therefor, bu~ the United States shall not b6 
liable thereunder for death occurring prior to such efFective dll'te. 

(q) Such insurance shall be iS8ued in any multiple of 11000 •nd the 
amount. of sueh irumrnnco with rtt~poot to any one person shall be 
not less than $1,000 or moro th•n $10,000. 

SEC. 603. No person may cnrry 1!1 oornbined amount. of National 
Service Life Tnsuranoo and United St.att.\11 Government life insurance 
in excess of $10,000 at any one tim~. 

Soo. 601. There is he,..by outhorited lobe oppropriettd, out of any 
money in the Treasury not otbt"twi86 appropnated, sueh sums as may 
be ne<esoory lo corry out the provis ions of this l"'rt, to bt known u 
the National Service Life In~ ranee appropriation, for the payment of 
liabilities und~ Narional &nice Life ILeuraoce. Paymenta f·rom 
this appropriation mall be made upon and in accordance with awards 
by lht Administr11tor. 

Soc. 005. (a) Thero is hertb•• .,...led in the ~ a ptnnanent 
trust fund to bt known u the Notional S.r.ice Life InSurance Fund. 
AU premiUDlS poid on account of Notional Service We Imunonce 
<hall be depooited and oo~red into the Trtuury to lhe credit of auch 
fund. !Ohich, togethtr ,.,;lh inttmt tamed thereon, •hall be a .. iloblo 
for- the payment of liabilitifl!l unde.r IJU<:h in.turan~ mcluding p•yment 
of dividends and refund!l of uneamed premiums. Payments from 
this fund shoJI bt made upon and in aecordaoct witb aw•rds by the 
.\dministrator. 

(b) 'rho Admini!lrolor is lluthori,.ed to set aside out of such fund 
!iU~h .reserve amount! as mfly be r_equircd under accepted aetunriRI 
1)r1nc1ples, to moot all Jiabilit'ies under #JUCb insurance; and the Secre­
tory of the Trcusury is hereby authorized to invost IUld a:einvost such 
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""~ fUnd .w tr11 put lMI'flOf, irt irtt.tr..t-btaring o!>lip:ions of tht 
S<at.:O or in obli(111tioruo guarantt«J u !O p_rtnopal tr1d intt..,.ualttd• 
the United StotM, ond to ooll Ollc:h obh(111l10ill for the puri'Oioo 
web fund. 

s110• GOO. The Un.hed Stat~ sbaiJ bear the ooot of odn\inist,.tioa ia 
oonneclion with thia .P"<:to mcluding ·~ for medtcal eumi ... 
tions, pril)ting ••\d b~dirtg, and for ~~h other ""'penditu,... ·"' 

1
,. 

n~ry 10 the dUICretion or tho Adminialrator. The oppropnotiono 
mftdo for the Votenma' Administrati.on for the fi8Cal )'tltr 19-U for 
ndministrativ& expenses shall be availabl& for the paymtn~ of iUeb 
C<l6te of administration under this pa_rt. • 

Sr.o. 007. (1) Th~ United Sta~ shall bea.r the txoti8 lnOI'lA.Iil1""1 
and tl:lo OOf!t. of waJve.r o.f prem_nuns on account. of total dl .. bilitJ 
tnceoblo to tbe extra hazard of military or naval "'"rvict, If wdt 
hourd moy be determined by the Admi'\ittntor. 

(b) Wbonever benefita under SU<h msuronoe beoorne JIII&ble 
beeoWiO of the deoth of tho imured u the result of diaoue or illjiiiJ 
traoeoblo to the utro hazard af mililal"f or no .. J otr•iot, 11 ad 
bourd moy be dete41~j the AdmmitCntor, . the liobitit7 r., poy-nt of oueh benefits be bonl6 by the Un!ted s.. ...... u 
amoont which, when odded to tho .......,e of the r.hcy It tbe t..,. of 
deotb of the insured, will equal the then ftlue o sueh bentflto aiiCior 
auch polic7. The Adtninistntor i!' outhori~ ·~d directed to en. 
fer from tune to time from the No nona! Servtce L tfe Jn..,ranc.oi'JIII> 
priotion to tho Notio.W Senice Life ~ranee f\tud ~ch oumo • 
ma be neceaary to earry ~ut. the proVJsJons .of th1e sect1on. . 

{e) Whenever tbe premmms under meh mcuran~ ·~ ,wantd u 
provided in ~cion 002 (n) because of the total dtsablloty of lhe 
1nsured liS the. mult. of disease or injury traceable to the ex·tra hw.rd 
of rnilitary or nnnl se.rvice, as such ~.au.rd may b& d.etermint'<l by, the 
Adminiat•·ator, the P,r~miuqlS ~ wii·Yed. shall be P.~a•d by the Uru_led f 
States 1nd tho Aduinustrator 1s auth9rttOO. and directed to trar,lfftr 
from tirn& to time an amount. ~ual to the amount. of il;IC:~ JU't.nuumt 
from che National &nice Life ln.sunt_oce appropnat1on to che 
Nationol Service Life lliSUraoce Fund. . . 

SllC. 008. The Administntor, subject to the genenl d•~••• ol lbt 
P recidtnt1 shall administer, uecute and enforce the p~•u.ona ~f lh.is 
port, shoJI hue pow~~ to make .such rules ond regulot1ota, ~ ~ 
sistent with the pro•uuoll$ of this put. u are ~'7 or •J'P"''!"'l' 
to "'"T7 out ito p.,...., ond shall decide all qU<Ottons ~'!"!'« "':n­
undu. All Cllli«,.. ond tmployees of ~ Velen"'.' ~dm•.-i': 
sbaU perform ouch duti<s in connection wtth lh~ ~tni$1nll'\j' !.w 
port u moy be uoigoed to them by tho Admm'!""tor. A ~ 
octa performed by auc:h ollicm! or employees deotgnated thoro "' 
tho Adminiatntor shall hno the same force ond t~ect u I 
perfonned bJ. the Administrator in person. ~ .. p~ '" tht "~\~ 
sui~ u provtded in SO<Iioo 617 hereOf, all decmons ron

1
<1t!'d iiou<d 

Administntor under the provisions of this part, or regu "\'0"1 I low 
purouan~ thereto, aha II be ~a! and conclustveU~t~l SJ1u~~J:I~ bm 
ond fact, and no other offimal. or court of t!Je nt • · ion. 
jurisdiction to review by motaon or otl•e.rwu;e ;ny such i1~!iade \lnder 

Sr.o. 009. (a) Tbero aho ll be .no rec~very O ""/:J'~"A~ministnlor, 
this part ! rom any pen;ou who, m Uto)Udglllent o l 

is withou~ foult on hit part and whtre, in the judgment of the llid 
Administntor, 5!'<h recov~rr would defeat thO PU1"Jl<l60 of bentfito 
«henri$& authon~ h'rem or would ~ against equity and s:ood 
conscience. No dtlbU ... II?-K oll!ctr or eerhfytng officer Ilia)) be neld 
liable for trly .•mount peid !O ony. perron where the rtco1·ery of such 
amount. 1$ waJved under th11 &ectaon. 

(b) Where, under the proviBions of this 80Ciion lhe recovery of 
1 iJlll'ment. nuade ,from the Nati,oun l &r-vica Life lnsurance Fund it 

wtu,•ed, th& Nnt•ona I Scrvlco L1 fo Insuro:noo Fund sh~~;ll be. reimbursed 
for the amoun~ of ~uch payment. from lb& current. approp1·iation for 
:XsLional Serv1a~ L1fo InsuranQf. 
. S"". 010. No ~toto law l>r.ovidit!g f<!r Pn:sumption of dealh shoJI be 
II'J.>heable to clatma for ~~tiona! !l<r••ce Life Insurance. lf evidence 
,.u.factorr to the Admtnt~.-ator •• produt«J tstablishillJ: the I oct of 
the continued and unesr)lamed abetnce of an1 individual from hit 
bome and family for I period Of IOYtn )"1 .... during "hich period 
noevidenoe of h11 uistence h .. boon '-'•:ed. the deoih of such iodi· 
ridual as of the dole of I he expintiou of suc:h period may for tho 
purposes or this part, be t»nnidered u auOiclenUy proved. ' 

Sro. 61 L No United Stot .. Oo .. .._n~ life insurance sbol! be 
gnnted hereafter to ony penoon undu the provisions of stction 300 
o.f the World War Veurt.ns' Act, 11124, 10 amended: PI'Y>I:id«J TI

11
t 

this stction &hall not be ronstrued 10 prohibit the issue of United 
States Gove:.rnment life insurance policies in cuts in which aeceptable 
1ppJieations accompanied by proper and va.Jid ftmittances or aurhor· 
iutions for the payment of p~miums have, prior to tbe date or 
enactment of this Act, been received by the Veterans' AdnJinistr .. tion 
or which h11ve1/rior to sa id date, bec!n placed in the mails properly 
directed to sa• Veterans' Administnat1on, or been delivered to au 
nuthori7.ed representative of tho WAr Department.

1 
the Nll\'y Deptart­

ment. or the Coast Guard, and whieb Dl'e forwarded to t be Vetertns' 
Admini.tration no~ lol:<!r than ono hundred and twenty days sub,.,. 
queo~ to said date. 

Sr.o. 612. Auy penon guilt)' of mutiny, treason, spying, or d...-r. 
tiont or who, beei:U96 of OOIUC-ie:ntious objections, re!U:9eS to perform 
sen·toe in the land o·r na\ .. J forct~ of the United States or reiUBe~ 
10 .... r tho uniform of ouch force. shall forfeit all ri_ghts to insur­
arn::e under this part. No insur~nce ahaU be payable for death 
inftK;t:ed as a lawful ~nishment. for crime or for military or na,ral 
oltnse, tt~pt when •nOided by an enemy of the United States; but 
the. eash sur-no:ndu nluf', i f any. of such imura:ooe on the date of 
•ueh df>ltb sltall be paid to lhe deoignoted bene6ciory, if living. or 
otherwise to tl•e bent6c.iary or bt.ntRciarift •ilbin the permitted elus 
in :t«>>rdanee with the order •pecified in -ion 002 (h) (3). 

Sr.c. Gl3. Whoever in any cltim for imurante issued undtr the 
pror~io~ of this part makee any t-;om itatt:n~nt of a malarial faet 
kno\~m,g It to he false. shall be ~ulty of pe.rJury and shall, upon 
<X:ID~IC'U~n thereof, be punished by • fine of not more than $5~, or 
h.'· ''!IJ>r•~nme:nt. for not more tban two years, or by both such fine 
anfl lmpnsonment. 

Sr.c. 014. Whoever, wilh intent to clelroud tbe United Stalt;~ or any 
~ntficiury :!'of. such inrU1,111lCe\ shnll obtttin o~ receive .any mC?n~y or 
rhetk for Nutaonr~l Ser\'tcc Ltfe Jnsurnnce wtlhout bemg entitled to 
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..... .., 
the .me, eball, upon OOIIVieli_oa thereof, be P""W 1 ~ by a dno of more !han $!.000, or by 1mpr1110D111en~ for 1101. more lhin 0110 ,_, by b<ltb such 6oe and impriaonmeDt. • or Sro. 610. An7 ptnon . who ~ bo:ri .. ly malre or - 1o \a made, or ~tre, combine, a•d, f?r Ull8t J.D, ~ to, ~ for or in any Wl80 pr«ure the nakina or p,_lalion of 0 fllae ' fraudulent aftidavit, declaration, certillcac., It&-t, • ....._ : popor, or writing ~ Lo b6 llllcl>, ~ ODJ appti<ol;,. for inauranoe or m""!&WileOt ~f1 wa1vor of pronuuo., or elaioJ for bene6111 under Nouonol Sorv•co L1 1e Llaurt.n<e for himaoiC or Ull other porson, ohall, upon -:onvi~n thotoof1 be puniobod by a a.. at 1101. more than $1,000, ~or unpnooomoot for Dot more than ... ,.., or by both surh fine an!l.impr~80ruDOII.t. • Sro. 616. The provwono of Pubho Law Numbered ~ S.~ fourth Con~ approved AU&"~' 12, 1836 (411 &at. 60'1), ud btia II and ill o f PublJC Law Numbered ~. &venty.fourt!i Coognoo, approvnd Juno 291 10~ (40 Stat. ~1), IJUIOfat u ihey are applieablo; shoJI apply Lo the provwooa of this part. 

Soo. 617. In the e•tnt of a d~t oo to daim orio!ag....., thi.o part, 1uit may be brought 111 the oame manner and ouujeot to tho aame conditions •nd limitations as are applicable to United Stotoa Gonrnment (ooovertnd) life inouranee under tbo provWouo of­Lions li aod 500 of tbo World War Veterans' Ad, lll'.!t aa ......W: Provftkd, That in any ouch suit tho dtcioion of tho ldminislntor u to waiver or non-waiver of pmniumo Wider oection 60'l (o) llloll be condusiva aod binding on tile""""-Soc. 618. This port Dl&JI be cited as the "National S.rvice lil• Insuranro Act of 19-10". 

Part D-CMiliq Military &nlee f• r .u .. tty Pa.-­
Under the Rallrolld Retlremot Atts 

Soo. 625. 1be Aet tnlil.led "An Aet to omond an Aet ..atJod 'A.a Ad. 10 eotabliah a retiremtnt system for ••nplo.r- of carri<ro IIUbjM to tho Interstate Comm....., Act, and for Other ~pu~, apprond A~ 29, 1835," appro•nd J~ !M, 1937 (60 SUt. 31m, i'! ......, omiadod by inaetting aftor ooc:tiou a the foDowing new IIOCtiOD: 

"JIQLIT.U:T tanQI. 

"Soo. 3A. (a) For tbo pu.,._ of d.Urmining tligibilitr for,u annuit1 and computing an annu:~1 including a minwu'!' ann~l! tbore ahoJI oloo bo i.ochiilod iD u · · vidaal'o youo of ,......., • ­tbo limitationo htroi.naftor ro'licW io this aoct.ion, TOIIIJIIary • iovolunt.uy military oorvice o~ an individual prior to Janu~y :;,::J! within or without the United Statoo durin!{ anJ war .. ;J:::W ooJi P""*'M, ,w,..,..,, That aucb military..,.._ ahoJI be . of subj_oet to and io O()CC)tdance with the provioioos of .., _ _,.., (II). eecuon 3, in the eame manner as though military .. "~~ --;.,:: -dtrnd ~.an emptorce: P.~ fWtw, ~~ ....... .b.J1 .,.. .. eotered military.,.._ (I<>Or to a .... ~ .... - ~-nprdod as ha ving been 10 military oenioe io a ,.., .. rnce ~ with roopect. to any port of the period for which he en "" military ..mce. 

, .... a..~ 47 

"(b) For the .purpooo of thit IO<Iion a nd aoction ~ .. amtadod, an ii.li•jdual aball bod~ to ha~ boon in 'military '10f'tiee' whoa _,....,..od or. onroUnd lD tbo ~·• ~ of tbo land or naval forces of tho Umted Stol<!e and unul reo1gnation or dioohar there­from; and tho .. ,vice of anf individual in any """"" com~t of cbo land or naval f- o the Urutod Stot.a who was ordtrocl Lo a<tiva dut:y io anr sueb foroe for • P"!iod of thirty da)'O or 1,.. llhall be ftoemnd to have boon octi ve ll<moe in such foroe during sueb por~o<L 
"(c) For. the 1>'!11":"" of thi.o-* and~ 1!02, as amondod 1 •wa:r .. ,.,_ pon~ abt.!l ~n (l) any w~r period, or (2) with res~ to a~y pl\~lculRr m~•·d~~l~ any pe_raod durinr whieh luch in<f!ridual (1) ha.VIIII boon 1n_ mll•lary ~-""'" a~ tbo ODd of a war J~Hic!d, waa r<quired~ to oonunue m m1htary ..me.. or (ii) ,... !""'luired by any Ao~ of Con~, any rognlalon promulgoted, order 1ssu~, o~ pr~a.m.a.taon !llade, i.n pursuanee. of such Act, fo enter and continue a.n military 8U'Y1Ce. 
"(d) For the purpooo of tbia aoction and aoction 202. aa amondod 1 twa.r period' shall be deemed to have begun on whichever of th~ following dat'" Ia tho earlioot: {1) the date on which tho Coa~ of the United &ol<!e d<darod -r; or (2) the dale as of wli1eh the Con~ of tho United Stou.o d,.lared that a sto .. of war h•• ••istOd; or (3) tho dato on which war wu declared by one or m.,... foreign atatos ogaiJ!St the United Stot .. ;.or (4) the d•le on which any part of tbo Un1lecl S tatos or &nJieml<lry under it.t jnriodiction wu 1nnded or attad:ed by any armed force o·f one or more fortign slates; or (5) tho date on whit h tho United Stat,. ennaod in amlfd bootilitioa for the JlCirPC* of p.--.,..,;,g the Union oc of maintoining in an;{ Stat<> of thO Union a ~blic:an lorm of go•emmont. 40(eJ For the purpoee of thit teetion and section 202, u •mended, a 'war noriod' shall be domJod to have ended on the dato on which t..iliti.. -..d. 

"(f) Mllibory .. rviceshall not be included in the ~ears of .. nice of an individual unhWJt in the calendar year in which h11 military ee"iee in a wv oorviee ptnnd hogan, or in the calendar yoar nost preceding ouch calmdar year, he rondored .. rvke lor COOIJI"n .. lion to an employer, or to a. _ptl"80n tJe:rvioe to whi.ch is otherwise creditable under I his Act, or lost tune a.s an employee for which he ftOtjved rtmUMra­tion or was eeni.ng as an t:mployee reprt8tntatift.. •{g) A calendar month in which an indiridual • •as in milit:a.ry et."· ieewbicb may be included in the indiridual'a yea_rt of serviCfloree.rvice lltriod, u the cue Ol&Y be, shall be counted as a month of auvi<e: PIV!JiJII<I, ""--• Thit no calendar month ohaU be oountnd u """" than one month of ~~tn-ice. 
u(~) In dete:rm_ining the monthly tOtnpensation for- computin" an d~nwcy;...:d~tary .. ...;.,. and any romuneralioo lhortfor &hal be 
~ 1-:' the event milit117 eer•ice is or hM been used u the baei.s or 18 a ~rttal basis for • pen.,ion, disability eompensation, or any otber gr&lwtouo bontfits (>&y&ble on a poriodi<> basis undor any otbor Aet of C~ any annu1ty und•r this Act or th• Railroad Rcti,..'"""L Act of 1933, whiCh is ba.eed in part on sucb military 8ervice and ~ lrith ltipect to a colendar month for aU or port of whidl sa<h ptnsion or 
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t.be event an individual was, on or bolo"' tho dat> 
of enactm~nt of Ute S«ond Revenue Act of l&fO, denied an llllluitJ 
but coold b .. e bttn p-anted an annuity under t.be_t>roviliono, ol tb 
Ad. or t.be Railroad Retirement Ad. of ln6 bad Dllhtary aarv100 bt8 
included in bia Y"""' of ..,...;.,. or &er"Yi<e period, ~ ~ ... 11111 ~ 
no annuit:r ohall be peyable with "'"'*"" to socii indindual, or wido 
""poet to bia deat.b by reuon of t.be pro'Yisiooa of t.bio......, ..­
socii indiYiduaJ 6.1.;, a new applieatJOD with t.be &ani. Ia clM> 
mining t.be earli• dm upon whieh u annuity can boJ1n to _.. 
for .00. u indi•idoal in l«<rdaoce wit.b the pro- ol ~ 
tion 2, t.be filing date of the application ohall be t.be date on wltid 
IIICh new al'plicotion is 6led. 1 .~ "(I) An iildividual who, on or bet..., t.be dote of en~nt o '"' 
Se<Ond Re"nuo Act of 1&40,_ •.as oworde_d an annutty under~ 
proviliooa of t.bis Act or. t.be ~Iro.d ~""!"""~ t<ct of I~ bad 
wb- annuity would h&YII been increased if J>!s mthta.:'l oemoo 
bttn included in ~ yeara !)f eemce or. eernce -~ 

1
, aa !:,.:, 

may be, 111t.y1 DOtwttblltanding t.be preflOUI aw""' 0 an 'bod by 
make oppli .. Uon (~ ouch ma,nner and fo"!' aa may bo Pf.'\'*'::,WI&r1 
tbe BoUt!) for u ' liiCI'OUO m such annutty hued "" " 

any, 
\'t':lr." 

- Stn 626. ~·~ ~ or ~ Ad. ol June 24, 1937, is hereby 
amended by ~ •mmed,ately altor t.be .....,d prorioo of sueL 
- ion t.be following now provioo: "Ait<l ,.,.,id8 fvrlA"' That for 
lbo p~ of dtleimining oligibility for an annuity and .:O...puting 
an annwty there ehalJ altO b6 i.ncluMd in an indjridaa.l~ Rnice 
!!friod, subi'!" to and in aeconlanco with aut-.~ (a) to (1) , inclu­
.,..., of -0.0 ~A; of th~ Ad, roluntary or in•ol.unt.uy ~tary 
~.of an indmdual pnor to January 1. 1!137

1 
'"t.bin or Wlthoot 

t.,. ~nttod &..ea durinK any war aervico puiod
1 

i1, in tbe calendar 
J"f&r 10 whieb his military etnice in a war amee period bepn, or 
'"lbo calendar year next preceding oueb caltndar ~or, bo """in tbe 
oo;:'pei!Sif.6d ae.rvice of a earlier, or of a person terrice to wbieh is 
ot. ~rwuse eredjtable, or was Mnintt aa a rep~tath-e; but. auth 
••~htary service shall bo included only subject to and in """"odanco 
wnh the provisioll8 of tlte Railrood ~Urement Act of 193.1, in the 
same rnanner u though military 80-rvice .. ·ere service re.adered as an employee :". 

• 
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T1TLB m~UDft' AGAIN81' ..au.u. UNI~~&< 

PLO"ffiENT 'I'AXW 
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StorE tary of Sta tt , 

100, January 24, 6 p.m. 

GRAY 

(Parle) 
Vichy 

DatEd January 24, 1941 

Rto'd. 10:51 p . m. 

FOR Tl£ TREASURY PROlA I&ATTHE:I':S. 

292 

A dtortt published in today' a J ·,urnal Official stipula tt 

that in virw of RuEff's "outstanding strvicts" to tht Stat£ 

in tht fiEld of political Economy and bEcausE of his rxctlltn 

rEcord in thE grtat war ht is exempted from t h E provisions of 

anti-Jewish low of Octobtr 3 , 1940 and may cont inuE to hold 

tht r ank of inspEctor of finance , first class . 

An arrttt of thE Ministtr or Finance also appEaring 

in this lssut accepts Rucrr •s r csignation as Ondcr GovErnor 

of tht Bank of FrancE and appoints him honorary OndEr 

Govtrnor . Dt Blttry, ControllEr Gtntral of thE Bank, is 

namtd Undtr Govtrnor 1n placE of Rueff. 

Rutff told mt whEn l ast I s aw him thot hE would not 

remain wi th th t bank if Bouthillier ataytd on as MinistEr 

of FinancE in vit w of strong diffcrcncta of opinion on 

policl ta. In fact bt indicated that h l a rtluctanct to talk 

about 
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-2- OMW 100, JanuarJ 2•, . e p .m. traa (P•r1a) VlehJ 

about d1apoa1t1on ot the Belgian ~old ••• due to Bouth1ll1rr' 

1na1atcncc . (Telegram number 116,, Drccmbrr 20, 9 p.m.) 

LEAHY 

OW 
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NDUtAL w,.. eutL.DfNO 

Wu RM.D.C. 

.Jauet7 24, 1941 

Dear Henry: 

I waa nry pleaaed w1 t h Ue 
IIU.Oor 1D which rou proaptl.y reaponded 
to a:t request that :you ~ pareoaallr 
an1lab1o to .John l!alao, a:t 1Jeput:r, wllile 
1 .,. •war. I hope bo woo • t hue to trea­
pe oo on you but I 1>a n aalted biJa to send 
rou a note troa t1Ee to t~o aa to bow 
tblDga ore gett ing aloJl8. 

S incerely youra, 

i::oraou 

Honorable Henry llorgeotbau, 1r. 
Secretary ot tho 'Ireaoury 
l'aebl.ngton, D. C. 

" 
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WAR DEPARTMENT 
01'1'1CE OF THE CHIIEF OF STMY 

WA.SKIHOTON 

January 24, 1941. 

Honorable Henry r.!orgenthau, Jr., 
Secretary of the Tr easury, 

Washington , D. C. 

Dear l'r . Worgenthau: 

Thank y ou very much for the !ollowina repor ts, 
which you sent o:e this date: 

Part I - Airplanes 
Deliveries or and !lew Orders for Airplanes, 
JUlie 9 , 1940 - January 18, 1941; Unfilled 
Orders and Esti&ated Deliveries on January 
18, 1941. 

Part II - Airplane Engines 
Deliveries of and !lew Order s for Airplane 
Engines , June 9 , 1940 - Jan\IIU'j' 18, 1941; 
Unfilled Orders and Estimated Deliver ies on 
JD.!IUilry 18, 1941. 

Faithfully yours, 
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TREASURY DEPARTMENT 296 
Office of the Secretary 

Technical .Assistant to the Secretary 

Date Jenuery 2.!i-l.S.~.l_ 

TO: 

Room ----------
I bed dictated t heoo few l1neo befor e 

a ttending our meeting t hi o rftar no on. 
I hevo not dealt wit h t ho oepor et e iten• , 
but oubmit my general view• f or your 
oer sonal info~tion. 

From: t.IR. COCHRAN 
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TREASURY DEPARTMENT 

I NTEit OFYICK COMMUNICATION 

DATa JNWU7 211, 1941 

Secretary Morgentha~ 

Mr, Cochrl!.ll 

I t hink the Specifll Report to Co"&"Ut by tho !oiU'd ot Gonrnoro of tho Feder&l 
!nerve Syote111, the Pret14ento of Federal ReeerYO llo.Dkt end tho Federal Adv1toey 
CoUDc1l vu 111-t imod IUld not handled 1n t ho wq moot 11lctly t o achieve dedrablo 
retuHo. 

I r egret, hovOYer, t he lack of hanl0117 between tho !o!U'd and tho Tr eeoury o.n11 
would not Ukt to oee t hlt 1>erpetuated or in "'117 ~ v14ened to include poooibh- 8 
eoesiderable 1>ert of the b8llkiag IUld tinaDci&l COIIZW:Ilty on t ho oido ot the Board. 

':'he reco::endaUono had the ap:pro'l'al of t he enUre J'oder&l ReaerTe Syete &Jill 
!:an had fa'fOra'ble coccent f r o" t he co=trT' o financial and b8llkiag preoo, enn 
though thq :aq han little chance or acceptance by CODQttt. 

h 1t worthwhile for t he Tree.a~ a t t h1t poi nt t o oppote in moat part t ho 
, rec.,eot!dat1ctno, nov that oerioua financilll: 1t e.bo~t to 'be«in and in eircwutenceo 

.c!!1eh are not ontlrelT 1>rop1t.i ouo theretorT Frtes1118 ru:nora e.re &lree.dT eaudng 
11cur1t7 and dollnr oe.le o by toreig:ner o, whi ch 1:1~ concoht~bly develop i nto " fat.r-
d .. d flight ot eo.pi tol. 

h i t noeon!U')' and viae that tho Trea~ detend througbo~t tho co11iDG tour 
T•art oll of tho monetary and t1118llc1al mee.ouroo adoptee!. cl.ur1ng the tirot termf 
11 not, tho t i:ne to ohange gracetullT :aq be now at the beginning . 

Condder1ng the borrov1ng that must be done, I ohould much prefer t o ••• tho 
Secretary ot the Tree.~ have the con!icl.ence and r e.al ....,ort of the t11>e.11ciA1 coa­
=it7 throU«l> turning 1n the direction of e.n orthodox tinanc i&l and 110netary pol1c7, 
•• generAl.lT accepted, re.ther the.n 1no1tt upon r ete.ining :oovero which IU'e gneral]J 
h lleved infle.Uonary and dangerous, end >lhi eh I doubt that tho Secretary hi:toelt 
vo::J.d n er care to uae. 

Until the whole p robl• or authority and roopono1b1lity 1n the monetar7 and 
t1..,.ciol fioldt h worked out, p erhapa throa&h hoe.rlnga before Congress, i t would 
, • .,. adrlaabl e t o endeavor to ouppre" the public oue.rrel between t he l'ederol Reaern 
.. d the Treat~. I teel t hat aoce honeet coop eration OM be in!oi':1811T a cbioved. 

I t tbould bo rec&lled thot aome e.drlaora who forzarl7 otood well with t he 
':'reatuey, ouch Ill Proteuor John ililli..,l e.nd Dr. Rl!.ndolph :Burgan, are i n f a vor of 
the rocoamendat1ont. Such men aa these might be helpful in working out t he deeired 
cooperat i on. Tho impreuion in foreign Trea~ and Centr al :Bank circlet, a t lout • 
d!lring recent 7aara bat bean t hat t he TreooUI')' under tho &Ui diU1ce of SecrotarT 
!lor~tenthau bat boon more eontorvat1To and dapendtble t he.n t ho l'eder e.l Reaerve STate• 
11l>der GoYernor !cello. I ahould regret ... ..,. much to aeo the aligbteot rtTera&l ot 
ih1• l.cprauion . In e.ll of our mer go1107 •••our•• I think vo ohould keep i n mind ,. 

Ong-tiao 1>ol1q eenterii!J upon the United Ste.tu aa the vorld ~· t~ center 
lll4 the dollar a a an international unit of eurrtAa;r. ~ ~ ) . 
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MEMORANDUM 

January 24 , 1941 

TO: The Secretary 

FROM: Mr. Young 

RE: British Planes at New York 

I nave new been advised that there was a total. 
ot 41 British aircratt awaiting shipment at New York 
on January 22, 1941. The detail ot th\s t otal 1s as 
tollowa : 

Brewster Buttal.o 5 

Curtiss Tomahawk 20 

Douglas Boston 2 

Glenn Martin 12 

LookhP.ed Lodestar 2 

!otal 41 

:r:q. 
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"'Ia .. .._.._. ........ n raW •Jr IJ"lAM ...... a 
u1,TI'ft11MT "'"" ....... 111 7 t _. .. 5 •• 

2 

I T tw • 
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Ia •llo -roo et Ullo 111Y .. Upt1" u wao t~ tkt Utero 
,," one1'&1 aceo1oo wl~a CIIIU' OoYer'llant wtl1u wno uU•o17 
uu"•' .. u Ute lbuo1aa Melllao tool ezpono, w\ vbloh were 
110 t a.ll oqll&ll ;r aware of Ciao von Uao oelaero "" .. lag . u ,.. 
0 -wte••• u.-roro, \llat tllo nrn nep ww..-. aa oft1o1•t, 
uulUcn\, aJI4 ooao1n .. , baadUac ot •u "-••laft •alllao t .. l 
probl • .... w co• reprao•wU•o• of all tllooo paople \opUan 
an4 oxobaaao 1Atora.•1 ... 

Aoool'41agl;r, \llo Lldooa C..,1 Uoo aPraago4 a aooUac • 
laftu.rr 22, at whlob woro I"'J)l"OO .. ,o4 tho laropoaa D1Y1o1oo of 
tbe Peparta•t of Udo, Ulo I>1Y1o1oa of Coatrol• of tile ))epa~ 
a tll\ or Uau, Ulo •aolll•• fool hoUoa of Ulo Otnoe of Pro4•oUoo 
11uacooeat, Uao ....... of hrelp IUI4 DoiMU1e c-eroe of Uat 
Depor\aea\ of eo-oroe, Ulo Otnoo or tu Aaialotra\or or llrpor\ 
Coa\rol, t bo War aa4 la'f)' Popartan\a Ulrollp tbdr a .. bero oa 
tho llatblao fool C.-1 Uoo of \llo ~ u4 lla'f)' Nul Uoao haN, 
aad the Proa14ea\ 1 o Lltlaoa C_,Uoo. 

At Ullo ... uac \UI"o wao a oOIIplo•• oaobaaae or Uforaauoa 
10 tba\ •• apao;r wae f11117 aware of Uao work ~•s 4- ~ tllo 
otbor acooe1oe aa4 a o~lth -••o• of tlle probl• froa a pollor 
1\andpolat. !lsora no YOI"J' 4ot1a1hlJ a fooUac \bat \here obol&l4 
bo oae plaoo wtlno \bo 1\aulaao ao1114 o-• aJI4 work out \hdr 
u ohl .. \ool ;»"'bl .. e w1 Ulaut lloelaor1ac oft1olall of tho "a to 
Dopu•aoat &114 oelan oft1o1ale Ybooo ~r 4uUoo loa•• ao Uao 
ro r llalooa von of W• t n o. AooorU""17, u ••• tho •••• of 
the au'lJI« Uwl\ all lhU h-toforo f1lo4 ~ \be Ruo1aa Aaboooa­
dor oo \llo aoeblae Cool probl• aho1114 bo 4Uropl'4t4, aa4 1a Uao 
t'll\vt oMh 01"4or, el\ller tor a441 Uoaa.l tool• or \o roplaoo t.hoeo 
41Yer\o4 or oanz1 ............ , llo ooaauo .... 1a41Y14ual.l;r 1a a-1"4-
.... wUh \llo J"'C'&lar oloo.l'llaOO proood.ro vbloh hat alroaa, ~ 
oUobl1ebo4 liJ Uao Llalooa o.-1 noo for other oouatr1oo. To Wo 
•ad tho ..... Dop.raeac wlll Nfer 11117 a641 uoaal Mhrla.l nb-
au to4 'II1J \llo lbaulue oa -.hlao \oob \o tho L1a11oa C-1 nao 
alld lM\No\ \u .. oo1aao u.a• \ h o1r ollaruoo probl .. o Ylll ban 
\o 'M \altoa •P ......_.,. ..... O~Uoo &I a l1a1ooa a.-o;r 'llotwooa 
\ belr gon...-\ aJI4 taae Utveeto4 Ual\od llta\oo Oo••J'tl-t 
•c-too. 

lCB1or 
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C\ \ I v '{ /.f. I 

77Tn00NORESS H R 2653 ltr$101101< • • 

IN 'l'TIE HOUSE OF UEl)UEREN'rA'ri VES 

J.utQAaY 2-1, lO-ti 

~tr. Oouaf'f\)~ iutroduced the followin,g bill: -.·bieh Wl.lf n:ferrtd to the {'QW­

mittee ut1 Ways and Mtans 

A BILL 
Tn iucrcn~e the dcht limit of thC! l1uitcd Rtntrs, to provide for 

the Ft•dcml tuxution of fufln·r is~ncs uf ulJligHtious of tlte 

r nitrd Rtntrs lllld it~ in~tnmwntnlit ir~. nud for Of her JlllF']lOSCS. 

1 Be it enacl«l by the Senate tmd Jl 011~ of Repruellta-

2 lice.• of tile U11ittd Stnle$ of America in Co11yres.' a&Yetnbltd, 

3 Thnt this Act may be cited as the J>ublio Debt Act of 1941. 

4 Htw. 2. Sct:tiuu 21 nf tht• Rl-•••utl J,ihl•rty llnutl ,\1'1, t18 

:; ntuemlctl, is further ;uucndctl to rmd "" fnll<lWs: 

6 "Sr;o. 2 1. 'l'he fAce nmuunt uf ohligution~ im ted under 

7 thr nuthority of this Act ~hall not c~recd in thr aggregate 

8 $(i5.1l00,000,000 outstanding nt nny one timr." 

9 R•:c. 3. Sedion 22 of the 8c<'<lnd Liberty Buud Act, ns 
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1 nmcudcd (II . H. l'., tiilc· :: 1. H'l', 757<·). ;,. ntnetulcd lo rend 

2 liS foJIOWti : 

3 "Rtw. 22. (n) 'l'lw RrcTN<ll'.' ' of th ~ Trrn~ur.r, with tho 

4 uppro\'nl uf lice P rc•,itlrul, ;, nnlhorizcu tu j,;ue, from time 

5 to titnc. through the PO<tnl HC'n·ic·e or oth~n"i~e, l" ni tcd 

6 ~IIIII'.< """ill!{' louml> uml ll uitc·cl HtuiP' 'l'rrn~ury ~11\'ill),'i< 

7 <1't1ilit111t·~. thr pn><·t•rcl< uf whio·h "hull ht• nmilulclc t." meet 

8 n11y puhl ic· <'XJ•cudittll'l'" mtthuri%rcl hy lnw. :nul tu rel it·<· Oil." 

9 uut;lu11cliul( nhlij{HI iun, of tlw I ' 11itcd ~IIIII'< hrnri11g inlrr~t 

11 uf the >11\'illg'~ UOIIlJ~ lllllJ the N l\'i11g,: l'CI'fifi CIIlC~ 8h11JI IJC iu 

) 

12 >uch fonn~. ~hnll be ollcrrd iu >neb amounts. subject to the } 

13 limitation imposed h.' · section 21 of this .\ ct, ns untrndcd. 

l4 nud ::hnll IK' i§urd in >ncb numurr aud ~ubjrct to such trm1s 

15 nud couclitions c·ntl"i. tcnt with sub~ccti ons (b), (c) , nud 

16 (cl) lll'rrnf. 1111d im·luding 1111,1' l't'!'trictiun> nu their tmn•frr. 

17 n~ tLr Ht>t·retary nf tlw Trrn,nr,\· ma_,. frum time to time 

18 prescriuc. 

19 .. (h) f.:.l\·iiiJ.'l' '""'"" nml "'"'1111-'l' c·rrtifi<-atcs mn~· be 

21 11 o·umhinntiun intt•rr•t -l.r:wiu~: nml tli""""' hn<i' uml >hall 

22 11111 tnrr. intlw •' 11>1' uf lountl~. 11 "1 uture tlwu twc•nty yt•:ll'>.-11 1111 

2:! iu thr ""''' uf o·rtiilimh·>. not mur<• thau l(•u _,·,·n~. frum thr 

2-1 tlntt• :1> of which i""tu•ol. Hudt hou ttl~ mul c·rrtifitnlrs nlll,\' be 

25 ~old nt ~udt pric!' or prices, nnd rrdce111cd before mnt11rity 
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1 upon such terms and condirions as the Serr·1•tnr.v of the 

2 'l'rcllsnr,v n1>1y prrscrilw: l'ml'id1vl. '!'hat tht• inl<•n•st rnlt• on, 

3 all(] the issue price uf. ~avings bonds mul snvinJP' l't•rtifkntcs 

4 nnd the terms upon whidt the~· mny ht• rf'(lr•rmrd shnll hr 

5 such ns to alTon\ 1111 inwRtn•••nt .vit•ld nul in t•x1•1•,.,. of a J)('r 
6 centmn]ll'l' annum, l'OUlJH•nudr•d sruai,muually. 'l'hr llt•uumi-

7 nntious of s~tdug~ hun<ls tilld uf snviuj..l':' r·r rtifia-ot rs shull hr 

8 ~uch n~ thl' SN·n•tm·,,· nlthr Trrnsnr.\· nuay I rum rimr to tinar 

9 dt•trrminc mad shnll 1, ... rxpresscd in terms nl tht•ir matnrity 

10 valnrs. 'l'lar• Kr•r·rrt:u·,\· of thr· Tn••"rn·y i:< unt lu•rizr ol hy n·:.,ol-

11 \ntion to fix th1· >l lltlllllll nf suving:< homls 11111! ""''illj.."' l't•rtitl-

12 mh•:< tlu1t lllll." he 111•111 hy nny un<• pt•t'\lon nt nny III II' tiu11•. 

13 " (r•) 'l'ht• i"t'l'rt'lnry uf the 'frrnsnr.'· nln.v. tmdt·r ~m·h 

14 rcgulntiou' .ntrl npuu stu·h l<•rm' nud r·u1ulirions ns hr 11111,1' 

15 prCs(·ribc. issue. rn· l'tlllSl' to he is,nrd. Stt111lros. nr mn.\· providr 

16 1111,1' otlwr menns to <·,·idt•lwe pnymenls lm· or on UI'I'OHnt ol 

17 the suvinl,."" houris nnd sn vinj..l'l' ('1'11 ifir·nt<•s nnthurizr·d hv this 

18 ~t·ction, mullw '"''.I' tlltl kr prm·iRion fur till' rxr·hnngr ol ~nv-

19 in~ 1·crtifir-ntr~ for sn ving~ houri~. 

20 " (d) 'j'hr prm·isinnR nl ~rr·tinn 7 of thi~ Act. as ftmended 

21 ( relflt ing to exrmption~ I rum taxation) , shall apply to snvings 

22 bond' i~sued lll'forc tuc rfT<•ct i\'C dnte or thr Public Dcht 

23 Act of t9.f. l. For pnrpMrs of taxntion an.' ' in1·n·mrnt in 

\ 24 vnhw rcprcsrut(•d h.'· tht• rli llt·rrnct• lwtwcru the p1ii'P pnid 

25 nnd the red~mptinn Yfilnr n·•·ri,·rrl (whdht•r "' nr IJI'Iun• nul-
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1 turi~y) fur snv111gs houds Rud >'ttvings oonificntcs Mhnll he 

2 eousiderrd as interl'~t. The savings bonds IUld tbc savings 

3 oortifiml!•s shulluot ht>nr the circ·ulutiou privilege. 

4 " ( «') The uppropri1ttiou for expenses provided IJy soo-

5 tiou 10 of this .\ rt and cxtell(]cd by tl1e Act of J·uno 16, 

6 1921 (I I. S. C., 1 it lc ;J I, ~rc·s. 760 and 7() I ) , sbnJI he tLvail-

7 nhlc for ull rw<.-c>stry I'XJX'IlSl'S under tlris S('{;tion, und the 

8 fit•crchu·.v of tht• 'l' n•n::ury i~ nuthorized to ndvnucc, from 

9 rime 111 rinll'. to tht• Postuurslrr Oencrnl from sueh uppro-

10 priutiuu >nrlo >IIIII>' 11s Ill"<' slwwu to IJt' n•ttnired for tloe cx-

11 peuscR uf the Pusl Oflicc Dt•purinocnt. iu comwt.tiuu wit!J 

12 the luuulliug of !':Will~'>' loond::, Nll'ing>< Cl'r1ifielltcs, nud >111111!>" ) 

13 or otlwr mMns prol'idt•tl t~1 r\·itlt•ucc pnyuwut thcn•fur. 

14 ·• (f) 'J'he l.HJMd uf tnlstN.,. uf the P~tul &wings System 

15 is nutlwrizt•d to prnuit, suhjoot to such regulations ns it nmy 

16 frum tinu• ru tiuor prt•sc·riht', rhr witllllmwnl .,f •lepto~its ou 

17 l<'ss thnn sixty dny•' notil'l' fur tlo1• Jlllrptl~" of >ICquiring ;;,w-

18 in!-"' hofUI~ mul ~n,·iu~ts t-crtifit•lltt•s \\'hidt uon.'· he ofTt•rc1l hy 

19 rhr &'t'l'l't:1t:'' of rhr Tl'l'nsttry; and in sul'l1 cases to mokr 

20 paymt•ut of intcrl'~t to the clute of \\~tlodi11Wnl whether or 

21 not a regult1r intt•rrst pa~,uent date. No further original 

22 issue of IJOnd.~ authorized. hy section l O of the Act ntJpro,·ed 

23 Juuc 25. I!JIO (U.S. C., title :39. ~CI'. 71l0). ~hall be made 

U nfrer July 1, 19~5. 

25 "(g) At tho rr•tni'Rt of tho fict•rctury of tlre Trcusury 
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' 

1 the Posunaster Ocneral, under sudr rel(nl~ttions as he may 

2 prescribe, shall require the employvrs of thr Post Office 

3 lropartment and of the I>ostal Sen·ir·e to perfunn, without 

4 extm compensation, such fiscal ugr·nc,v services as may be 

5 <lesi1'!1blc nnd pmcticable in connecliou with the is~uo, dcliv-

6 cry, safekeeping, redemption, or puymcnt of the Mvings 

7 bonds ancl Mvings certificates, or iu l'OIIIII'f'liun with uny 

8 stumps or other means pro,·idcd hi evid~nrr IN•ymems." 

9 SF.<'. 4. (a) Interest upou, ga.in from the sale or other 

10 dispilsition of, and the priuripal uf, ubli!,'lllions i~nl'C! on or 

11 nftcr rlw efTloeti ve date of this 1\c•t hy the United Stales or 

12 ony ngrnr.y or in~tnnnentnlit.y thereof (oxrlept n 'ferritory, 

13 po;.oscssirm, or tho Dist riot. of Coltunhiu) shnll not hrwCI any 

14 exemption, rlS such, and lo~s from the sulo nr other disposi-

15 tion of ~nr·h ohligntions shall nor huvr uny spt.'<!inl treatment, 

16 ns ~uth , und1•r Fed~ml tox Ar·t~ rurw or herr·uher f iUI(·h'C!; 

17 eXCI'pl thnt :my such ohlijtatiuus which tlrt Hnitcd Stole< 

18 )fnritime C'ommi;;.,iou or thl' Fedeml Hou,ing A<lministm-

19 tion ha~, prior to the effe('fi\'e date of this Act, ecntmcted 

20 to i~~IIC nt 11. future di1!P. ~hull wlr r11 i;.sul'fl hrnr sur·h l:lx-

21 exemption pri•·ilegeR as were, ot th~ time or such contnwt., 

22 provided in the law authorizing their issunncc. 

23 (b) 

24 to snrh 

'fhe provi~ions of this ~cction shnll, with respect 

ohligntions, be cou~idrred ns omcnclatory or and 

25 ~rpplrnwntnry to the rrspecthc .\ rL• or 1mrts or .\cts author-
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1 izing tbe i88WUlce or such obligations, as amended and 

2 supplomenlrd. 

S SEC. 5. (11) 'fhe authority granted in the following pro-

4 viRiOnS of Jaw 10 i~SUC ohligntiOIL~ iR terminated: 

5 ( 1 ) Sct·tion 32 or thr Act entitled "An Act to provide 

6 ways and means to meN wor expenditures, aud for other 

7 JlUI'JlOSe~", nppro,·ed J mw 13, 1898, us nmended (U.S. 0., 

8 1934 editiorr, title 31, sec. 756) (lltllhorizing the issue or 

9 1100.000,000 toertificatcs of indebletlncs.,) ; 

10 (2) Sct'tiorr 6 or the F ir·st J,ilr~rty Bond Act, 118 amended 

11 (II. S.C .. 19H4 edition, titlr 31, set•. 755) (authorizing the 

12 il<.<ne of $:!,000,000,000 t'C'rtificatl's cr( intlehtedneAA) ; and I 
18 (:J) Ruc:tinn 6 of tho Second Lihrrty Bond Act, ns 

14 nrunoded ( U. H. C., 19ll4 edition. tit Ill 31, sec. 757) (au-

15 thorizing tit~ iAAnc of war !<ll.vings certificnte~). 

16 (b) flection 301 of title HI of tho Revenue Act of 

17 1940 (54 •'tot. 526) (crrating n sp4•dnl fund for the retire-

18 JllOnt of defCII~ ohJigiltion~) j~ rCllCU Jed. 

19 REo. 6. '!'his Avt, cxcl'pt section 5, Rhnll become ciTcctive 

20 on the fil'l'1 tin~· of 1J1e month following the d11U1 of its 

21 cnnctment. 
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G.orpton, lriUoh Guiua, J_.,. a., lMl. 

lroncb reotrict1oa. on purcha8oo in tho 
UDitocl. Statoo. 

I hl1'1 tho honor to aulai t hlrn1 th aD wotraaalatacl. cow of what 1a par]>Crtocl 

to bo a ooUca which tho GoTin>or of lroDeh Gui.&Da ha8 oorncl on tho 1Jiportaro 

of tbot Colo~ ,• otatl.Dc that recant illtorrv.pUoa. of co lei -a to <-•cl 

111 tho cl.ocialoa of t he lr1Uab •thor1Uoo at Port of Spaia to ooba all 

French Guiana colcl bel.Dc ab1ppo4 to tho UDitocl ltatoo Yia Pan .beriC&D .U!'ftiTI ) , . 

bocl. cauood a abortap ot clollar el<CII&Dgo ancl. that purchaoao in tho Unitocl. Statao 

aruot thoroforo be roci.UGa4 to a ainillwl, and •ucP•Unc that lreaab Guiana I.Jiportoro 

fo"" Ill orcanbaUOII to hall.cl.lo tho or4orl.Dc0 ~t, ancl. tr&llo)>CrtaUOD of COocl.o 

purchaoo4 ill Sout h .berica. !'ho aoUeo cloaecl. with a liot of Bra&ilian firao 

able to ouppq c ertaill eooonUal arUeloa. 

!hi raoul\ of thla reatrieUoa of •-reo will be t o wo- ~thor tho 

Colq' a alroaq atrai.Dicl. MO~c ]>CO it len. J'reDeh o..1aDa 1Jiporh -t of 

tho art iclao ohl con.-; little 1a :pro4Doa4 locallT· Agl.eal\.,... ha8 1-

beon necloote4; tho Colq pro4ucoo ~ a .-11 porcontap of t he trDih, 

n cotablao ancl. ooroalo 1\ requireo. 1J1th tho fall ot :rranoe ancl the ronlUac 

lack of abippl.Dc faoil1Ueo, the oM export crop, bl"l"", wao all-cl to re\ 

on tho tro11 an4 tho plaatatloaa wore ab&Dclonecl.. O..e illpOriaat 1taDO, rooneo4 

oU, .balata, &Del. tlaber are pr...S..Ocl. 1a 11aita4 -to. !hero are DO I.MI&otr1M. 

° CDilf16eat1al; COJt' of DOUOI fo.....aM lir llr. SalD\1 Clairl, 

Pan .berieaa .t.u.ro apat, c.-. 1resoll ~ 
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'l'ho •c-ia lita of U.. Colo• baa loolc liMa .. peD4ea\ • Uno\ ~ 

GQYei'JIIlell\ oubdd.leo , \blo azpe11d.l\ureo of CO"r,....,t ftJ>lo:rHo (wbooo aa.l&rle o 

acco\Ult for toaz-flf\ba of tho Col-'• ~\), u4 col4 :pro4uoUo11o Of lata 

it baa belll thil laat ltea Wh.ich baa Dp\ tba 0olOJ11 01> ita OCOI>OlliC feat, 

All t ho col4 aillld. 1a required. lv' lea to be tur~>~4 oftr to the Bailie of Gul.&lla , 

ab1ch ohipe it lv' &1 r to tho Ullit od. Stat11. !hare tho dollar ozeb&cge obta1ued. 

1o uaod to :purcbaoo food. atuffa aDd. other arUcl11 which tba Coloo:r .... t 

~r\ to ourTift, 

'l'ho l!rithh aei...,...o at Port of S~ill baft d.1oruph4 thia e-re• aDd. 

haTo l'orco4 J'rol>ch Guiauao to tur11 t o South J.aorica, 11otabl,y to l!ra&U, \o 

t11>4 a aorot for her col4 aDd. ., alhr..ato oourco of 1.aporta. 

lb1lo tho dollar 'I'Ol,_ of t....U affocto4 UT be COIIJ>ar&tiYel,y o..U, 

tho UI>He4 Statll baa ,..,, tho le11 loot 0110 of her looter.. Ho•bphoro UJ'Ort 

market e. 

incloouroa 

~1 
'iiOB/od. 

s .. pectful.l,y )'Cilrl o 

11111&11 0. !oiWoll, 
AMr1C&D Tille Ccmovl. 
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Dear Ill'. Seoretal'T, 

.. ma•a•UII'f, 
WAt.IIICITOI, D. C. 

I encloae herein tor 70ur 

pereonal aDd aeoret 1ntor.at1on a co117 

ot the l ateat report reoei?ed troa 

London on tbe milltar7 a1tuat1on. 

Belil't'l -· 

Dear Ill', Seoret&l'T, 

The Honourable 

H•Dl'T •orgentbau, J.r., 

United Statea ~&IUl'To 

Waah1~on, D. c. 

Vel'T alnoerel7 70ura, 
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~/2657-220 
No . ))0 

SITUATION REPORT 

I. \/estern Theater of War. 

1. ~· 

U.. I.D. 1 W.D, 
January 24, 1941 
12:00 11. 

Weather unfavorable ; no ottenrlve air action over the 
British Isles or the Continent. . German planes continued to operate 
ll(ainat. shipping at sea and claim hits on 4 vessels. 

n . Greek Theater of nar. 

l. Ground. Stiff !18ht.ins is going on north of Klisura. 
In the coastal area, Greek pressure toward Valona continues . 

2. ~. No important operations . 

III. African and lledi terrane1111 Theaters of ;;o,r. 

1. ~~~lllTh~e British are consolidAting their gains at 
Tobruk and are- to t he west. • In East. Africa, pressure on 
the Italians continues . 

2. &!: . No important oper ations. 

314 

J, Political. Haile Selassie, the deposed Emperor, is re­
ported to have crossed into Ethiopia t o coordinate a&tive l:l!.lltary 
efforts with those of the British. 

Note: This military situation report. ia issued b;r the llilitar;r ln­
teiTigence Divis ion, General Staff. In vi• of t he occasional in­
clusion o f political information and of opinion it is classified sa 
Restricted. !!ES'!NCTFD 
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TREASURY DEPARTMENT 31? 

INTE!t 01"1'1CK COMMUNICATION 

ro Secretary Morgenthau 

""'M llr. Cochr"" :ONFIDENTIAL 
Reai atered oterling tranoactlono of t he reporting b&nko ver• ao followo: 

Sold t o copmorcial concern• 
Pu.rc~aed fro.m eom:.erc:lal concern• 

C! the sterling purcllaaed, .llOO,OOO ca:a fro• an Aaerlcan =ining co-. end the 
Wenco rer.U tecl. froa nrioua co!Diercial tranoec Uo111. 

'!he :i'ecl.eral l!eoeno :B4llk of liew York aolcl. £16,000 in regilterecl. oterling 
w two no..-reoortine banlto. 

<>,en IO&J'kot oterllnc hole!. ete~ at 4. 0}-l/2. 'J'r&~~oo.ctio~• of the reporUnc 
b!Ac·a •.tt>re "'' tollova t 

Sold to comerc1al concern• ~ 
Purcbaeed from commercial conc&rne £1,000 

Although the ODn&cl.ian dollar declined to a new low of 17-1/2~ dlacount 
&::"Ound. ,.,ontime , it auboo«.uently roconrecl. to olou at 16-7/Sf.. 

The Swill fronc, whooe recent iaproTe:ent hao been auociated with rumoro 
~t tbe U.S. would extend itt f oreign fundi control to coYer all foreign aaooto 
1• 1.!11~ country, r<>ae oharply to clooo at a three-year blch of .2}2S, ao colOjl&l'ed 
vi\h . 2}21- 1/2 yoetorday. The Jlev !crk benko attrlbutecl. tod0¥1 1 adnnce prilll&J'1l7 
t> tte report !roa Svi tserl&llcl. tb&t S!liu banltt will only accep t dollar e:a:bbnct 
ching fro" norul co~:~~eroial tran.,.ctiona. 

Cloaln& quot&tlona for tho other currancioa vera: 

Svodiah krona 
Ralchllll&rk 
Lira 
Argentina peao (free) 
!rasilian Qllreio (free) 
~exloan peao 
Oubo.n p .. o 
Obinoll yuan 

.2}85-l/2 

.4Q05 

.0505 

.2375 

.0505 

. 2066 
7-13/16~ cl.lacount 
. 05-1/2 

There vore no c;olcl. tranoactiona cono....-ted b;r ua tod&;r• 
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n,1 State Deoaru.eot forvsrdfi\ to ua a c"ble otatl~ t hat t ho Veot!Oinotor 
__ -;:~; , Inncloo , vould obip $98,000 io gold to BrolfD Brothero Barr1me.o, !lev Yor k, 
!or , .. le to t'le lfev York .l&&ll¥ Office. 

Ic Boob~y , gold wao priced ot the equiY&leot of $}4.01, off 5f, SilYer woo 
·f·• lo~er "\ the equlY•~eot of 44. 65'., The ~ieoo f ixed in Loodoo fo• ono t aod 
;.; •• rd. o1lnr bo th 84v&Deed l /16d, to 2}-1/ 44 and 2}-J/164 reooectinly. The 
<olli!J' eouhahota wore 42. 214 and 42. 10-f, 

Heady and H~man' s oettlemont price for f ore i gn a11Yer was unchenged at 
j-•- ;,/4-' . The Treoour;o ' a purcb.nee price tor foreicn oilnr weo also uocho.nged &t 
j)t. 

>e Made three purchoeeo of ail Yer totollnc 350,000 ouoceo under t~e SllYer 
?uc:~'' Act. Of tbia amount, 200 ,000 ouncea repreaented a tale !roa in•entor.y, 
,~ 50,000 ouncea conoloted of oew nr oductloo froa foreign couotrlea, for forward 
!f:!Yrr)'. The other 100 ,000 ounce a rP"Dreaent ed. !*f't ot the Central Bank of Ch.ina• a 
;!Ct~t tHo=tot to thio cou_-,try, 

CONFIDENTIA: 
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TREASURY DEPARTMENT 

INTO OI"J"'Ca COMMUNICATION 

SIJUCTLY CO!JID!M'lAL DAft 1 &ll1lalT 24 , 1941 

TO Secretary Worg.ntbau 

11r. lOau.t 

Flll reparte: 

Oecomber 28 . A coll.llt811t deerea.ee in J'epUileae otticial balances ia illcUcated. 
l'llr!ng l.oT ... ber the C<>naulate General' e account aao reduced troll t67 ,527. 31 t o 
, 24,9~1.55; o .. h withdrawals b)' 33 ohecl<.o exceeded $150 , 000 (there h&d 'been fl6 , 000 
or de;osi u); 1n all oues t he denomiDBtione r-ated were in notes ot $100 or 
ltu. 'l'lle eta1n J'apeneae cCIIIDOrci8l. account we~~t troll tl68,380.50 on October :10 
to , 5 , ?.86 .62 on NoT•bar U, 1940. Tbe apecial account of ita 111111apr we~~t troa 
. 61!' , !109.21 to $15,67&.S2. 

January S. Otto Ahnert end hla broth&r Allrado own end opal:'6te a laed oUTer 
all!e ia L\l.raAo!O, llaieo, and Alfredo h endeoTorill& to oeoure a Mreury mine i .n t1>e 
t:nile<l Stat es in wbioh enterprise he appears to b&Ta Allerlcen ueociatea who aiQ' 
Lot be aware of the pro-Na%1 purposes of the .Abnarta. 

January 10. J'ala>b Goldocbml.dt. refugee ons&&ed in Geman dollar bond repa­
reoe1Ted cOIIIIIJeaiona troa the Gexmano 8114 alao reaeiTed or is entitled 

to recoin troon the aellers a brolcer&&e tee of f·2.50 par bond and aozaiasiona 
tot&l!ng over $100,000. Goldachmidt U aaid to ban atated that the repatriation 
or Cemo.n debte in the United States wos an idee of Or. Yleatriall: i n order to bol­
ster Cert:UIIIJ' a oredi t and that siDae lleatrict• a return to O.raan:y activ1t:y in tbe 
repatriation ot Geman aeouriUes bas beo.-e aore int.,ae. The A.E.B. Aaerloan 
Corporation (made up ot Paul~ Gottlieb, Or. Alfred Rosenfeld , and other retu-
0eea) baa bean aaaooiated in these tranaaotione eith ltoU..r md Von Gibara, who 
tro tie<l up with t be Cbellioal National Benll: and han be.n dolna their bwoinaaa 
lhroueJ> Laaarcl heres, aaona others. In J'ala>b Gold aoba14t•a account is a check 
or o .. r $:10,000 dated October 31., 1940, to .A4ele R. Le17 (Adele Roa811'11'fll.d IKf:y?). 
Xolb:ar arri'fed troa Oem&Q7 Dee-r 9, 1940, &.Dd wos obaened to oarr:r certain 
l:Ul , 111l1Cb bad not been tOWid b:y the Brttiah at ilel'IIUda; eao~~g the TSrlOIUI let­
tero tbe C\latoaa A&ent noticed one addreeaed t o a.J>realdent llooTer wbich ltoU.... 
aue na shan h1a by a lolr. Hartigan, BOO'fer' a uaUtaat in Berlin worli:111& 011 food 
AlppUea. Cbeaioal i'iational bas b- propoei~~g to MIUI Jtollaar to Englen4 011 tbe 
bOll][• a buaineaa. J'oeeph A. Bcorer, Vice P:reai4ant of tbe Cbellioal National end 
Treaeurer ot the New J'eree:y Republican St ate C<laaaiUM, ..,o 1a bao11:111& JtoB•r, 
•as originally 1ntereate4 in the release of Arnold Bernatein and Jtolblt!.r was prea­
mt bt the AMricaa C<>naul • a ottloe in Jlabur& ctll ller11atein signed any hla Oeman 
;:osaesaiona to the Oeraan sonrnaent . 

ll&rcua llallenbar&, J'r ., repreMiltiDg the Stookholaa Enall:114a B81111:, baa mde 
6ti8,00C of purebaaea ot a.r-n dollar aeouritiaa tor Getllllll correapon4ema t hro\1&11 

Brotbara BarriJW> and CoapaD;r, atat1111 that the Mouritiea had b- llhipped to 
&nco Hiapeno Allerlc&DO at ll.adrid and Credlto Italiallo in Roaoa. Wallenberg told 

Brotbara th&t be bad adnaed 'l'reaaur:y Departant otficiala ot hla eot1 rtUea in 
rr:;~:::;i~ Geraan correapond•t benll:a and t .be purebeaiJI& ot -.r1 Uea tor thea. On 
'5 1940, Brcnm Brotber a wu adTUad by the Ralchaballlcd.1rektorlua to addreaa 

future aail 4eat111ad tor thea to Buloo ae-too da la J.aarlce del SUd, IIGioo C1t:y. 

JJ(. 
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G:lOUP LIETli:G 

Present : 

li. l:. Jr : 

Bell: 

li . ll.Jr: 

1lr . Sullivan 
ltr. Pehle 
lfr . '.'Iiley 
llr . Young 
!Jr , Thompson 
;.!r. :lhite 
Dr . Viner 
Mr . Gaston 
1!r. Cochran 
lfll' . Schwarz 
J.!r . Foley 
Mr . Dell 
Mr . Graves 
J.fr . Kuhn 

January 24, 1941 
9:30 A.M. 

320 

I am getting my teeth into thi s ouestion 
of a national campaign for defense invest­
ment, ~atever you "ant to call it , defense 
savings, defense sonething or other . I am 
going to put core and more time on it, and 
one of t he things, Bell, I don ' t kno~ rrhether 
i t is being done or not; but i f it is, I am 
not conscious of it - you see, I suppose 
roughly we have got t o raise about a billion 
dollars a month, haven' t we? 

That is right . 

And l just wondered 11hether Dr. Viner would 
have the time to just concentrate for us -
get l'eople permanently but keep the thin.~!; 
runnLng, the various strata of society that 
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Viner: 

!i.U. Jri 

Viner: 

H.M. Jr: 

Viner : 

H.l!. Jr: 

Bell : 

H.!J. Jr: 

- 2 -

we can appeal to to get this thing, where 
we should go, where we should look, where 
we can do the greatest good and the least 
harm, you see , and make sure that all the 
other agencies are kept informed, which I 
don't have the time to do, but just as 
this tremendous campaign gets underway -
I mean, would you have the time to just 
sort of be economic adviser to this defense 
campaign to raise money? 

I don't know, 

I mean if you had two or three men, either 
l'fho are already in or could be brought in, 
so the thing could be continuous . 

I don' t think I am any good at that sort of 
thing. 

Well, that ans\Ters that . 'llell , I want some­
body, Dan - I want to get the second-best 
economist --

Thank you. (Laughter) 

Wherever he is, who will just do that and 
nothing else, you see . I mean, have no 
other res~onsibilities, no administrative 
responsib1lities, but just - you think about 
it too, Harry; where is the man in the 
United States l'lbo can just sit back and 
have a desk and a place to put his feet 
and just think --

How to reach the various --

\Yell I mean \That are the effects and re­
percussions . I am foing to move awfully 
fast now, and I wan this fellow to sit back 
and make sure that - now, from the stand-
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Bell: 

H.J.!. Jr : 

Bell: 

H.l!.Jr: 

Viner : 

H.ll. Jr: 

Viner: 

H.l!. Jr : 

Bell: 

H.M.Jr: 

Bell: 

Viner : 

- s -

point of an eoonoaiat . He can aq "'Yell 
now, wait a minute, here are the piacea 
where there is the moat fat, but you can't 
t ake it aW81 from there because of this or 
that or the ot her thing. • 

All right. 

In a sense he will be advising on priorities 
as to where the money - where we should go 
for the money. It is an awful lot of money. 

That is r ight. It ia. That probablf is 
one of the reasons why we didn ' t~et such 
lar ge subscriptions yesterday. <ney 
thought there was a lot of it coming along, 
and they didn't have to go in so heavilf. 

Don' t you think, Jake , we need a top 
economist? 

Yes , I think there ought to be somebody here 
who is giving all he can to that problem. 

Vfuo would you t hink of? 

Off hand, I would rather be given an hour 
to think than just try to think of some­
body here . 

That is reasonable. 

Are you going to have some time the first at 
the week to look over what already has been 
done and the type of obligation that we can 
sell? 

Yea. 

We have quite a folder on i t. 

I would like to suggest a little study to 
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::. :.:. Jr : 

:ell : 

li:te~ : 

ell : 

•• • 1 • • Jr : 

. ~. He : 

:: . !~. Jr : 

.. 'oitc : 

- 4 -

be made of the war experience along a 
certain line . Possibly it can't be done, 
but I r.ould l ike to see a little study 
made of ho11 long each class of subscribers 
held on to their bonds , 

I thir.k we have that , don ' t we? 

I a~ ~ot so sure about the classes . 

I nean lnclu~ins our savin~s bonds now. 

.:ell, :·:e haYe -ot o:~ite a '!:>it of data on 
t~e savinss bo~cs , ·but the onl7 data 11e 
1;ould have on t he war ·::ouLl be , nrobabh, 
the size of t he holuin?;s t .. at :-:ere re~;is­
tored, e.nci 7:e have no thin£ to do 7<i th the 
coupons, you see, bonds • 

I am not sure tha t you are riP,ht about your 
estil:ute of your o;m ability on t his t hin:;, 
see . Think it over • 

i.:r . Secretary, until you ";et somebody , I 
r:oul.i su~'!est that 'liner be appointed 
chair= oi' a s::-..all !;roup of t110 or three 
or four 1·:ithin the Treasury, as many wen 
as he 11ants to oick out , and ~roceed on a 
nunber of re~orts beari~g on the subject 
77 •• ich coul:! be quickl:: 'Drepared. I don't 
acree :-:ith hi::! a t a!l ·:;~en ~e sa7s that is 
not in his li~e . I don ' t ~017 HOat he :s 
talkin~ about . ne is talkinG about 'Dl'OO­

le;ns :7fich are definitely econor.llc and 
definite~· ir. :lis line . 

I didn' t understand, either . lie did that 
bank study. 

But he t1£rr feel it is ~oinb to take too much 
of his ti~e, but at least he can ini t iate 
a!ld outline the studies, and otaer cen can 

323 
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Viner : 

Gaston : 

li. ti.Jr: 

Gaston: 
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carry it on ~bile he is not here, which 
can be independent of your getting some­
body else you want to follow it, but I 
think that should be done . 

Well, I am willing to give some thought 
to it . I have some ideas . I have been 
thinking a little about it. But the 
question oi' continuing responsibility 
with any start and so on, I can' t handle 
~ desk, let alone a couple of other 
desks . 

'.'lell, 1 ITish you would t hink about it . 
·,'/ell anyway, and if you woul d taJ..k to 
Professor Odegarde, you woul d get more 
than any place else ~hat 1 have done un 
t o the minute . • 

I have been talking to him and I will con­
tinue . 

That reminds me I have this folder that 
Professor Udegarde wanted me to give back 
to you. There is very sound stuff in there . 

It is interesting? 

Yes. Some of our men, Elmer Irey and the like, 
have been approached by the counsel for this 
sub-co~ttee on wire tapping of the Senate, 
Interstate Comoerce committee, and told that 
they were going to be requested to come up 
and testify before the c~ttee. They are 
considering the whole subject, not only this 
Celler Bill m1ich would give authority to 
the F. B. I . under direction o£ the Attorney 
General to tap •·lires , but whether there should 
be general authority; and we 1vould like to 
have some guidance as to what t hose men should 
say. Personally, I. 1vould favor permitting 
them to say that they think wire tap-ping for 
detection of felonies should be perm1tted 
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under proper safeguards , All right? 

You know how I feel about it . 

Well, ~lone;r who is counsel for that 
committee called and said that he had 
understood from Elmer Ire;r that we had 
some legal studies of the problem and 
that he wanted to come over and talk, so 
I spoke to Larrr Bernard, one of the boys 
down in his off1ce has done the work, and 
he is going over and see him and what they 
are thinking about, and I think it is all 
right, as legislation which would authorize 
any investigative agency of the government 
to tap wires after submitt~ application to 
a federal judge or the Attorney General or 
one of the United States attorneys. 

Hobbs, of the House Judiciary Committee, re­
introduced our old Bill which gives it to 
the head of the department without court 
order, 

That follows a constitutional amendment in 
New York. 

Well, we have been over that. 

Well, your position was somewhat different. 
I take it you wouldn't object if the 
committee favored a bill permitting it, 
under court order, for all agencies of the 
government , You would not object? 

I hope you will object unless the court order 
specifies the wire . 

If there is going to be an argument, let' s 
postpone it, and we will take it up again, 
because I haven't got time. 

... . - ... 
~ .. 
·~. ~· 
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It has terrible possibilities , 

Let ' s talk about it again. Herman Oli­
phant was awfully right on this, I think 
you ought to look over what he did. 

I would be glad to look it over, but I 
IYOuldn ' t agree that he was right . 

Then you had better surely look it over, 
But if it is going to be a conference, I 
don' t want aQ1 conference thi s morning. 
It is Fr iday, '.'le will take it up again 
IJonday. Anything else? 

That i s all I have , I would like to talk 
to you about a couple of matters when you 
have some time if you are not too pushed, 

We have been going at some speed around 
here , with some success . Ask the boys out­
side, will you. 

Surely. 

I just don't know. The position on the Coast 
Guar d that I put up to Frank Knox was that, 
nhat about the seven cutters, you see, and 
he is going t o t alk it over . 

They know perfectly well the7 can get that. 
It isn' t any concession at all. It isn't 
what they want . They want a run, the mer­
chant shivs, that i s the real fact , and I 
think it 1s all started by Admiral Woodward 
in New York, who thinks he ought to be the 
boss of New York harbor. 

Well, I don 1 t think that applies to Frank 
Knox . 

Regraded Unclassified



}ast on: 

Ii .U.Jr : 

Gaston : 

! •. :~. Jr: 

Gaston: 

H.L:.Jr: 

~~ston : 

H.L!. Jr : 

~ston: 

- 8 -

I don 't think he understands ~Yhat is back 
of it . 

I told him t o look into it, and he said he 
woul d, and he has got some pretty good 
reasons . 

Personally, as I told you in that note, I 
think that actually in time of t1ar , there is 
no real reason for the Coast Guard bei~g a 
part of the l!avy. 

You can ' t get the money for the Coast Guard, 
that is the trouble , and the l:avy can, and he 
has got great r espon. ibilities :7hich t he 
President has placed on him, 'Uid he has re­
considered. He i s very ouiet about it. He 
is going to talk to me again. He could just 
t ake it. lie could get it any time he wants 
it . 

I don' t doubt it . 

';'ie can' t get t he appropriation . The President 
won ' t approve appropriations for Coast Guard, 
and that rraJ the; w1ll get a million dollars . 
That is the ans·.ver. 

That is never understood by the Coast Guard. 

I question that, but let ' s see what ~e hear 
from Frank Knox. I mean, I have put up the 
fio-ht for seven years, but I t hink 1vhen it 
co~es a time like this where it is granted 
that somebodJ down the line 17ants it by 
t hei rs also - he i s carrying great responsi­
bilities . I haven't ~ot much to areue with. 

lio, I - it isn' t a ~ersonal matter wit h me , 
I think they •.vould JUSt Qa]ce a mistake is 
all. 
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That m81 be eo, but if I was in Frank 
Knox' s shoes I wouldn 1 t be sure th& t I 
wouldn't take over all the big cutters , 

They could t ake those over without the 
other s . There is no trouble about that , 

O.K. 

There was another meeting yesterday in 
Berle ' s office on this executive order for 
freezing and export control. It has really -
Berle has done a flip-f lop now, and he wants 
the export control in State Department . He 
says it would ~i ve the Treasury too CIUCA 
power to have lt over here . 

He never flip-flopped, 

i'lell, that is their attitude,' 

I think t hey always wanted it over there , 

\'/ell, probably, but he said it was all right 
once . 

And now he says it is --

Yes, he had a bad da7 yesterday, apparently, 
and he thought it was outrageous the way the 
Treasury drafted the Lease-Lend Bill , and he 
said Yr. Hull had to fo do\VIl and bear the 
brunt of it on the IIi 1, and nothing was sholfD 
to him until after it wu introduced. Bernie 
told him that wasn 1 t true . It n s shollll t o 
llackworth and Hull, and they made suggestions 
and changes on it before it was ever shown to 
anybody else, so it is a mess again. A 
memorandum is going to be prepared - -

Any use mf talking to Derle? 
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No. A memorandum is going to be prepared 
by the Attorney General to the President 
raising the points that there is agreement 
among the people on the committee and the 
ones upon which there isn ' t agreement, and 
I suppose there will have to be a meeting 
over there between you and l.lr. Hull and !Jr. 
Jackson. 

':lell, Mr. Hull said to me last night, it 
was very interesting, he said, "I only 

learned four days after mr testimony how 
embarrassing it was for me to have said the 
Bill was drafted in Treasury, and I am very 
sorry that I caused you that embarrassment . • 
He said, "I hope the next one will be made 
by you and not by me, " which was very 
decent . 

Apparently Berle was going to <>o out and 
make some speeches in the !!.iddle ':lest on the 
Lease- Lend Bill over the weekend. All of 
this conversation about our grabbing it and 
drafting the Bill and not letting them in 
on it, and for them to go down on the Hill 
and bear the brunt of the board before t he 
coDmittee is apropos of hi 3 going out and 
talking on the Bill. 

Is he going out? 

Yes . 

To talk? 

Yes, out in the Middle \'!est . He is goin~ to 
make three speeches over the weekend, Fr1dsy , 
Saturday, and Sunday, so he said. 

\'/ell , I would just as lief call him up and 
say that if he makes any stateuents publiclY 
t hat the Bill was drafted in Treasury, I will 
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just say publicly he is a damn liar . 

Well, I don 't know - I think he is going to 
go out to help the Bill , I don' t think he 
is going to do anything to hinder it . 

I would just as lief call him up. 

I shouldn' t think on that point . You could 
call him up on other matters , because I 
t hink he either misunderstands it or --

He doesn't misunderstand i t, Harry. He 
understands it. 

7~ have Berle be the only one that re~re­
sents the State Department on that? ','ihy 
not get three or four of them around in a 
grouv and let them thrash out what their 
diff1culties are , and maybe you can make 
more pro~ress on i t . If he feels that way, 
it certa1nly isn't justified , 

\Vhat are you talking about? 

About t his export control matter . 

He was designated on this co~ttee by Mr. 
Hull, Harry, There have been four or f ive 
meetings . Jackson "~~n 't at the meeting 
yesterday. Sao !;Dlth and Francis Shea 
represented him. Here is a memorandum on 
it. 

'!/hat else? 

Can Vte have Ferdie Kuhns ' hell on this radio 
talk for Senator George for ~nday? 

Sure . 

Because I think we ought to do a pretty good 
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job, and that will de termine George' s 
attitude and position on the Bill, and 
I t hink if we do a good job, he will be 
grateful to the Treasur;r. 

Sure . 

Senator George is talking this noon at the 
Press Club. I was going to ask later if 
I could go to lunch early, and I will ITrite 
;rou a memorandum on it. 

Sure. -Is that a bribe? 

It is a deal. 

Is this an off- the-record speech, Chick? 

Vlell, the;r call it off- the-record. 

I mean, it isn't published i n full, it i sn't 
going to commit him on the Hill next week? 

He will give his view point . 

The radio talk will. 

:'lill comnit hi m publicl.¥. This will be an 
advance indication of what he will say on t he 
radio. 

It is the Lease-Lend Bill. He is chairman 
of the Foreign Relations Committee , 

What else? 

There was a hearing yesterda;r afternoon on 
that amendment. 

(Telephone conversation with Attorney General 
Jackson follows:) 

... pace~. 
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Well,. there you are, 

During this hearing on the amendment to the 
time limit within which they could file a~pli­
oations for amortization, the excess prof1ts, 
the testimon,y came out yesterda;y t hey had 
1887 applications . They had rejected one and 
granted eighty-one, and the others t hey hadn't 
been able to get to . 

John, is it a fair ~uestion to ask why you 
are not ready on this so-called Release Bill 
that you have been tilling about? Rt\;t\ 

Yes, it is a fair question. I am ready. 

You weren' t yesterday morning. 

I beg your pardon, alir . We had twelve copies 
of it . 

Well, you told me not to bring it up. 

I did because I t hought it was very poor 
managenent to bring it up before that group. 

Why? 

Because t hey have turned it over to George, 
the entire group, as willing to --

But you told me Stam hadn 't cleared two of 
the things . 

Stam haan' t . 

Then you are not ready. 

I beg your pardon, sir. We have the whole 
thing, our position, what we are recommending --
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But you haven't cleared it wi th Stam. 

Stam has been working on this for two 
months . 

I still say you are not ready. You weren't 
ready. You asked me not to bring it up. 

I asked you not .to brine it up because I 
knew if those copies were passed around 
t hose fellows woUld take them out, and 
every tax lawyer in town would get them, 
and the whole thing would be throllll into 
confusion. 

But the fact of t he matter is that Stam, 
as the head of this advisory group, has not 
agreed wit h the Treasury. 

That is correct. 

Then you are not ready. Vfuen will you be 
ready? 

I can' t do any more with him than I did the 
last times. 

·.'fell, you got all through that last time, and 
I am not going to go t hrough it again. 

That is r ight. 

But if you want to get this before the 15 of 
March, it is a perfect!r fair question, when 
are you ready to go ahead with it? 

'.'fuenever Stam and George go through t his 
thing. I have been working with George on 
this since last November, and yesterday 
af ter the meetlng he came to rrr:1 office and 
went all through it . 
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\'fu,y didn' t you get it to him earlier ? 
'Nh¥ wait until yesterday r.'hen we have all 
these people here? I mean, why didn 't 
George - why wait until the last second? 
I can' t understand it , 

Well, I didn't understand that this was the 
last second. The Rouse ':lays and Ueans 
wasn ' t organized until this week and ready 
to go ahead. 

Well, I can disagree with you. I still don' t 
think that you are ready. 

We are ready, sir . 

And there is nothing else in your shop that 
there seems to be ~ hurry about, that you 
seem to t hink there is ~ hurry about but 
this . 

\'le are ready, sir, and we had this all yester­
day. The only question --

But you were.n't ready for me t o give it to 
this group. 

No sir , and I wouldn' t have been if Stam had 
agreed with it; and I won't be ready to have 
it given out until the conferees pass on it. 

Well, sometime do you think you can let me 
know what is in it? 

Yes, I wi l l be very happy to give you a 
copy of it right away. 

I would l ike to see it ~self, because up to 
the time that I was going to do this thing, 
or the day before, I didn' t even l~ow there 
was such a thing. I don' t know now what i t 
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is. 

I gave you a report alter excess pr ofits 
paesed, sir --

You don't expect me to remember that, 
~ God Almighty, say you give me reports 
last J~ and I am supposed to remember 
what is 1n it. 

No, I wasn't illlplrillg that . 

Well, what were you implring? 

Well, I thought that I hadn't advised you, 

Well, here I have a meeting of the leaders 
of the Senate and the House, and you want 
to take something uf• I haven't seen it; 
Senator Georfe hasn t seen it, and you are 
still bicker ng with Stam. Sometime or 
other, I would like to see it. 

All right, sir. I will send it right in 
to you. 

I would like to see it in shape that I can 
understand it. I don't think it is too much -
when you have all. these people, you have 
nothin~ to do since the first ot January but 
get this thing ready, and then it isn't 
ready. It ian' t ready now. We went all 
through that thing. l pr o.ieed these peopl!1 I promised Knudsen we wOuld get together WitA 
Stam and all the rest of it . It is either 
ready t ram Treasury standpoint and everybody 
has had a crack at it, or it isn' t. 

It is ready from t he Treasury standpoint, sir, 
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It isn ' t ready when the Secretary of the 
Treasury hasn't even seen it . 

I will send it right in. 

And noboey else saw 1 t. Bell hasn ' t .seen 
it . . 

I am sending it all to them. 

Have they seen it yet? 

Iio sir, t hey haven' t . 

Then I sa] it isn' t read7 from t he ~reasury 
standpoint . If the Under-Secretary of the 
Treasury and the Treasury Counsel haven ' t 
seen it, I say it isn't ready. 

All right sir . 

To go up t here with somethlne nobod:! in the 
Treasury has seen - Herbert Gaston i asked 
you to sho11 it to . Nobody has seen it . I 
don ' t even know uhat it is . I may be against 
it . Let me tell you afterward~ conversa­
tion nith Frarut Y~ox at lunch. 

Yes sir . 

That British business was finished up in t.ew 
York last night . 

That is the Unit ed Fruit? 

That shipping busi ness . 

Oh, is it in the paper s? 

No, sir . 

VIe got by it. 
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No, it is not in the papers . 

Has the boat arrived? 

Everything unloaded and put away. 

And nothing on it? 

So far . That was just last night. 

'."le haven't had a queey yet. 

Nobody has told me, so just as a man on the 
street - no one has tola t his to me - that 
~ guess is that Lord I~lifax is going to 
arrive on the Tuscaloosa. 

It was announced on the radio this morning 
that he was a.rriving in America today and 
that he had crossed on this new British 
battleship, the King George V and may have 
gone to Halifax. 

Somebody said he might come up the Potomac, 
didn 't he? 

That is ~. The Tuscaloosa has to come back 
from England. i'1by bring her back empty? I 
am just guessing. It is veey easy for them 
to run - but they say he is on the new battle­
ship? 

London announced this morning that he had 
crossed on the new bat tleshi p King George V, 
and he would arrive in America today. 
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.lren' t you going to announce about this 
shipment? 

What do you think? 

We did before, didn' t we? I understand 
that this gentleman commanding the ship 
is rather talkative, and sooner or later 
it is going to get out . I wondered if 
you didn't want to announce it. 

His chief doesn' t want it done. 

Didn' t we announce it before? 

Not until after we knew it was going to 
a'Dpear in one or the papers. 7.'e got a 
tlp that someone had the story, and then 
we beat them to it . 

There were several leaks . 

Pinsent gave me a memo a few days ago on 
the unfinished business of D' aroy Cooper, 
the Board of Trade man who was here. 

Did he finish any business? 

He didn' t mention t hat. 

The principal unfinished ·business of D'arcy 
Cooper is to sell Lever Br others in this 
country. Did he mention that? 

No . 

O.K. 

Did 10~ save some time for that Federal 
Reserve memorandum? We are going to get 
together on an attempt at redrafting it, 
and I would like to have some time with 
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you on it after we have aqreed on it 
because it isn' t merely aQquestion of 
phrasing, it is a question practically 
of content. 

Lieutenant McKay. 

Sometime this afternoon? 

Yes . 

O. K. Is it all right with you, Harry? 

Oh, yes, any time . 

And I want Bell there, too. 

The National Defense Research Council 1·rants 
to establish an office in London attached 
to the American Embassy for the exchange of 
British technical secret infoMnation and 
that sor t of thing. The British won ' t let 
them do it until they ask you. 

Oh, I am just trying to clean up - is it 
any of ~ business? 

No . 

I won't give any advice . 

Ri~t . On the Russian machine tool letter 
wh1ch you asked me for yesterday corning, 
unless you have some objection, it would 
make a better presentation t o put that in 
a memorandum form wit h a covering letter on 
the top of it, unless you want the whole 
thing writ t en out in a letter. 

Any way you want it . 
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I will have it for you shortly. 

All right . 

On remit t ances, there seems t o be a 
general consensus that we ought to lib­
eralize our policy somewhat, remittan­
ces for food and shelter for people that 
are in t he invaded area. The policy now 
is limited to $50 a person or a hundred 
for a f&ZUl7 , which doesn't seem to be 
sufficient; and we prepared general 
licenses which I think everybody agrees 
with, lifting that to $100 a person or 
$200 a fwlj, in the case of American 
citizens, $500, nhicb' has always been the 
policy anyhow. 

A month? 

Yes, up to that amount, but it has always 
been subject to individual licenses. This 
would t ake care of it on a general license . 

I want a little t ime on this, Pehle . ~sk 
Mr . Bel l to get us together Uonday or Tues­
day, will you? It won ' t make any difference, 
will it? I don' t want to do it like that. 
I want to know more about what is happening. 
Anything else? 

That is all. 

Harold? Harry? 

I got in touch with Pinaent several days ago 
asKing him if he couldn't be prepared to give 
us the latest data in case you had to appear. 
lie said he would on twenty-four hours notice. 
I called him yesterday, and he ~ill have the 
latest figures today for us on 1t. 
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I want Sunday afternoon to "O over these 
figures with you. Bell, ar; you going 
away tonight? 

No. 

I t hought you were going away for a week, 

Well, I will be in tol1!l. I will be avail­
able. 

But you are not coming to the office? 

Well, we have got all this stuff next week, 
the hearings . I don't see how I can get 
away. 

It is all right with me. 

And get the material ready. 

Well, sometime Sunday afternoon I want to 
go over uv MOnday's testimony. Wey don't 
we set a tirr.e now? Five o' clock, that 
doesn't break the whole afternoon, does it? 

It is all right with me . 

Harry? 

Qpite all right . 

It gives me a chance for mf siesta. If Bell 
and White and Foley can come. Anybody else? 
No . Yes, Cochran. Five o' clock at the house. 

Well, Ed said you wanted that ready for Satur­
day afternoon to take with you. 

Sunday afternoon. 

You don't want to see it before five o' clock? 
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No. Anything else? 

B.r way of interest, YoCarran called up and 
wanted the latest information on whom you 
are buying gold fr om, et cetera, et cetera, 
and he was leaving on a train. I don ' t 
know what he was going to do with it, but 
I thought you would be interested in know­
ing that, 

Did you notice the lumber article in the 
rlew York Times t his morning? I don't think 
that anybody knows the stocy behind that 
except a few here. 

And me . 

Yes, \'Jell, I think the staff ought to know 
that stor.y. It is a good story. 

Wel l, I will tell it the way I know i t, and 
I really got quite a kick out of it . 

Leon Henderson called me up yesterd8f to say 
goodbye, that he was going away for two weeks. 
Is this the story you know? 

That is the end of it . 

Well, let me tell it . 

I mean that is the latest development. 

And he just couldn' t atay in town any longer, 
the thing was getting his goat, but before 
leaving town, so he could really have a vaca­
tion, could he tell his two men that if they 
ever got into trouble or ever needed help 
they could come to see me; and he felt if 
I could promise them that, he could go away; 
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and I promised hill that. Did you know 
this? 

I didn't know that. 

And that if his two men, any time they were 
in troub'!.e, could come to see me, anybody 
tried to move in on them, and then he went 
on to ~ that the figures he used on the 
price of lumber that he used were George 
Haas ' s figures, and he gave every news­
paperman and lumber dealer a cOpf of 
George's figures and his whole st&teJ~~ent 
was based on that, which I thought was veey 
nice, and I asked lli to call up George; and 
he said he would have Bam do it and thank 

hill and say that he had used his figures . 
I don't know how much you can supplement 
that. 

Well, I thought the more interesting part of 
that, in the light of what appeared this 
morning in the papers , the column on the 
f ront page of the Times, that that dates 
back to the lunch on the lumber question and 
your i"ltting the heat oni and this is, in 
~ op~ion, the net resu t of that. I 
think it is a ver:, good statement, a very 
good thing to do. 

Well, it goes back to nben he sat here and 
said the price of lumber was beginning to 
go down, and it is very interesting to 
watch the stages that Leon has gone through 
to where he resented terrifically ~ doing 
anything or the Treasury doing anything~­
Bell's committee feeding this to me was very 
valuable--to a position where he can' t leave 
town unless I look after his interests. 

I am very pessimistic about the whole line­
up up there. 

343 
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I took it as a real ccmrplirunt tot he 
Treaauey. 

Ther e is another man up there that would 
like to c~ on our shoulder a littl e bit 
to get ;your advice and that is Sidne;y. 

He sent me that word. I need some shoulders 
~Vself. 

I don't doubt it. He talked to me quite a 
while. 

But this thing started, and I never would 
have got it if Bell hadn't formed this 
colllllli ttee and fed the stu!! to me, but I 
got word !rom Sidne;y Hillman's man he 
wanted to c~ on IV shoulder. 

This is the other Sidne;y, Sherwood. 

Oh, ;you can have him. I meant Sidne;y Hill­
man, first assistant, wanted to come over on 
IV shoulder, and I told him to c~ on 
Fole;y' a shoulder. 

It is in the same camp. Henderson, Hillman, 
Sidne;y Sherwood. 

He is llaxwell ' a man, isn't be? 

O.K., Har~, we are ft1 behind. 

The malaria material which is in ;your files 
is bound, and I wonder whether it would be 
all right t o photostat the pertinent material 
it we can't get that man here to read them, 
because a digest, I don't think would be 
suitable. 

O.K. 
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ro have it photostated. And we hAve here 
the - this letter for your signature which -

That is a question of the malaria on the 
Burma Road. Was thia approved by Mr. Bell? 

. 
Yes. There is one wora taken out of there 
"and governments• . Dan thougilt we had ' 
better leave out •governments• . 

What else? 

That is all. 

I have a collection of editorials that have 
now come in from across the country on the 
Federal Reserve report to Congress . They 
are classified by the favorable and un­
favorable . 

Will you send them up to t he house? 

Yes air. 

The latest figures on the new note are a 
billion nine, and that is not final. Of 
course, tonight it llig)lt run up to around 
two, six. They openecl this mrning at 
ten thirty-seconds above par and dropped 
to five, hut the;y think that that is the 
bottom and it will now befin to strengthen 
from thi~ point on, so I hink Badley ns 
nearer right than the rut of thea. You 
aee, Baa;:I alw111s figures his the 1181118 'ft1 
the;y do then he t&kea the feeling o! t he 
market and takes off or adds thirty-seconda, 
and I think you will find that Badley has 
been pretty accurate in hie estimatea. 
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Good. 

The other s are just mathellllltic&l wl. thout 
an, adjustments for the lllllrket. 

It gives me kind of cold ahivera . 

Yes, it is running pretty close . Ed ' s 
boys had a conference yesterday with 
Beaman, and they made some cbanfea in 
the Bill which we agreed to las night. 
I think it will be introduced today, 
don't you? 

Yea. 

That is the Debt Bill. 

Yes . 

That is all I have. 

Would you (Foley) be willing to oall up 
Berle and just kind of put him on warning 
not to go around talking about the Bill 
being drafted in the Treasury in view of 
what Hull said to me last night? 

.All right. 

Could you just do that? 

Sure, I will call him up. 

I wish you would. 

Bernie ae.id that the others there sort of 
eat up and said, "Oh, was the Bill drafted 
in the Treasury?" · 

I wish you would call him up and just put 
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him on l"iarnine, r.ill you? 

All r ieht . 

Anything else , Dan? 

That is all. 

·:lhen you eo out, 11ill you take Viner in a 
room and talk to him a cou~le of ninutes, 
and then I ~oula like to see the two of you 
tocether . Thompson? 

I have nothinz. 

34? 
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3ccre ta.ry of 3ta tc , 

·;:ashing ton. 

274, Twcntyfourth. 

FOR ~~~<\3URY . 

PLAit' 

London 

Dated January 24, 1941 

Rec'd . 11 : 04 a.n . 

348 

1 . The Sank of England has Issued a notic e to banks 

tl>e our~ose of which I s to close anot.hcr c.a"hangt loo!'lhole 

by ma~ing It no lon3tr possible for travelers to buy round 

trip tl ~:ke ts to <:.ritain or Crl tlsh hote l accomnodation ln 

foreign cr.nters . T~•is rulin:; will break a racket •11hlch 

!>.as dtvt lootd in c E ntera such liS Lis bon where a ~lac '< • 

norlcet in return tic~ets to '::nglond has devclootd , the 

1'or• 13" buyrr purchasin;; at a discount and then askin3 for 

a r ef'und or thl: fare in 1'orc1:;n e::chal'l(;t. 7h!: l'lotic t 

reads as follows : 

"'."i1th reference to the nnt 1cc to travel n3tncl£s datel! 

the ~th !lay 1940 all such a3enc1cs , in~ludln3 sten::tsh1p 

ond railway comnanles , nr • rcouired as from the date or 

the present notic e to observe the following odf\l tlonnl 

formalities in conntcti on with tra vel facllttics orovlded 

by tr en to PErsons tra ve ll \ng fra"l t.~ Unl ted Kin3d<:>m to 

dcat1notlons outside th: sterling or£o , 

1 . I r oayocnt for travel t1c'<e ts cover i n:; ~o•U"ne::os 

fro"' 
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from the United Ki n3dom to nlceco ou"sidc the otcr l1n3 nrco 

19 !IIndt in sterling i t must be rrc.dc before the tr.> vcller 

len ves the Unitr.d Kingdo." . 

2 . 3ums rc fund cd agn ins t t i eke ts rc turned unund moy 

bc rnadc avo.ilo.bl c I n the Uniteil Kingdom only, in sterling. 

3 . ResidEn ts In the sterling arr.a (who mu1t e Y.~ i~it 

to the ascney:: letter from tl:cir bo.nl< •tnt!ng th:~t they 

arc eoroidcred "rcsie!cnt" for all nur!Joscs of t.l\c above ­

menti oned rcgulo.t1on3) may pay in stcrl!~ for tl".c tlc1<t t o 

o.rd ot~tr tr::vcl foctlitico ncccosary to ennble then to 

r each tP.i:ir final dc1t1rotion a s irdieoto:d by t heir exit 

rcrmit . They should not however be pe r n!tted to noy in 

otcrling for transport fac!l1tico entailing on ulti notc 

on plica tion to the eon trol for f oreign currency or for the 

tran3fer too non-rcoiC:cnt account of sterling r eceived in 

pcymcnt for such !'uc! litiea , if :1 r easonable sterli ng 

nco.na or transport exists . If trnv~llcrs arc url,.Ul!ns to 

r.cecnt a ny such alttr"lo tivc sug3o tcd by c trovel c3r.ney 

'> nd arc u!'l3 ble to na y l n fore 1gn currency f,.ar. thEir own 

rcsottrccs the c::1 c sh011ld be rercrrr. d to t.'le Banl< nf 

C::nglnnd for dcci a i on. 

4. Non-residents and tranom1gront r c fu:?;eto trcvcllln~ 

to dcstiMtions outside the otcrling c.rcc I'L'>Y be ~.llowed b: 

United Ki r13dom eompnnics to '?:> }" In sterl!nz for thr ticket· 

end other travel f~cilitie o nceros~ry to ennbl e thrm to 
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the first po1nt in their journey <>uhi de the orca. l\,rther 

travelling EXpenses must be poid tor in the appropriate 

currtncy frnn their own resources. Rtf'ugee~ to whom awns 

in forci ,7'\ currency are due to bt r e leased or resold under 

the terms of F.E. 83 will on apol ication to thE control 

normally be pcrm1tted to draw on such currency tor this 

purpose . 

Th£ o ffices 1n the United K1ngdoo o.f forEign transpor ' 

companies should in tr.cir own interests insi st uyon oaynen• 

being made to thEm in the appropriate forEign currency in 

r espect or all travel facilities provided by then to non­

residents and transmigrant refugees. 

5 . No person having arrived at the point in his 

journey up to 'llhich pn;ymrn t in sterling has bern permitted 

!lillY be allowed at any sub sequent time to pay i n sterling 

t or .1ourneys to b£ mde between places outside ta: sterll n, 

area . 

6 . Ruidtots or tb£ sterling area l!lllY be allowtd to 

poy in attrling tor hotel aooomodotion ot any point on 

their jourm:y outside tO: cren where they !'a ~e to 'IIIli t f or 

a connection but then only for tO: minimum pc riod 

necesoary. n 

2 . 'l'bc FH:A:ICIAL ~·113 today under Washi ngton d4te-l~ nc 

3tc tea that the Uoi tct\ St::tes Govcrmcnt is !JrOcEtdlng 

sl011ly 
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alowly with rrttdJ13 cx1a balancu w1ah!ns r1rat to our­

come tht delicate aituotion aridng rrao the rnct thot 

"the Catholic authorities 1n thE Un.1ttd Statea pointed out 

tho. t this would disclose tlx ni!IOUnts Roat rtctivca rrom 

this couJ>try anll would alao prevent tro.rurcrs to tlx 

Va t1 can or auch f'und3 . " 

JOP.NSON 
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Secretary of State, 

Wuhington. 

con 

ll6, Janllal'7 24, 8 p . a . 

RoM 

Dated J&DUU"J 24, 1941. 

Reo1d 6:311 p .a. 

It ie official17 announoed to481 that a deoree in 

oourae of publloation authorize• a new iaaue of nlne 

7ear treaa~ bonda to proTide tunda (one) tor retiring 

e1m1lar bonde maturing Kay 111, 1941, and, (two) t o meet 

352 

the Treaa~ ' a oaeb requirements. the bonds Will be 

offered at 97.6 lira per 100 l ire of par Yalue aubsor1ptiona 

being acceptable (A) in caeh, (B) in t he above mentioned 

maturing bcnda, or (0) in interest coupons pertaining to 

the period from February 16 to Ausu-t 16, 19~ of the 

prinoipal laeuea of the publlo debt. the new bonda will 

bear interest at ~~~ and Will enJo7 the pr1Y1legee of annual 

prize dravlnga and tax exemption obaraoter1at1ce of prnloua 

nlne :rear ia8ue8. 

It appear• that the allll required t or retiring the 

Ma:r 111 maturitiea will be 4,000,000,000 lire that being 

the amount i n whioh the reapaotiYa bonde were iaeued 1n 

1932. ObYioualy more important to the goYernment 1e the 

exoe11 of eubeoript1on8 oYer that amount vhich 18 to 

proTide the treae~ with trelh ouh. llo eatllllate of the 

e~eoted Yoluae of aub8oription8 i8 giYen. 
PHILLIPS. 

ElfD BIO'l'IOI OR 
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PAI\AJ'IIJ\AQ or SIMIOII TliO, \'ELICJIW( NO. 116 or 
J ANtiAJlY 26, 1961. , FROK '1'BI AMIIUCAN IMB.l88Y, ROIO': 

Soae financial o1rclee beliiYI that a leading aotiYe 

ot the attack by GaTda on etock prices vae to discourage 

investment 1n common stocka eo ae to prepare the way tor 

t he 1aeue put out by the Ooyernment. It 1a now indicated 

that coneiderat1on ie being giYen by the OoYernment to 

a policy of auppl.•ent1ng 1h public loan ti.nano1ng opera­

tiona by outright inflation of circulation of bank notes. 

oThie pr ocedure ie virtua117 reoo ... ended in IL 'fELBGRAJ'O, 

t he authoritatiTe nevepaper, llhich carried an article 

pointing out that reaort to the printing preee would 

pradtically constitute the issuance of a forced loan 

~11th the adYantage to the Oonrnment that it would incur 

no interest ohargee. It internal p•icee are subjected to 

rigid control, the author oont1nuee, the OoYernaent can 

&Told the ueual dangers of inflation. 

In ooaaent1ng on th1e article one f1nanc1al aource 

etated that there baa already been aubetant1al 1nfiaUon 

ot bank note o1roulat1on. This eouroe'e eatiaate ie that 

euoh circulation 1e currently betv.en ~6 and 40 billion 

Ure u coapared with the end of 19~9 wen 1t waa only 

2•· • billion - although they have no means of verifying 

their eet1mate. Also, they euggeat that the article in 

IL TELEGRAIO aay haYe ae ita purpoee the eYentual realization 

ot 

i 
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of th11 taot b7 the publlo, an4 to ooDTinoe it that there 

nee4 be no inJurr rro. inflation, 

EKJ) or USSAGI. 

PHILLIPS. 

' 

• .; 4 
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