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GROUP -Prodent : Kr. Bell 
}h-. Cairns 
l.fr. ihompson 
Kr. Sullivan·. 
Kr. Graves 
Wr . Schwarz 
Wr. Gaston . 
Kr. lhite 
Mr. Blou~ 
lfr. Buff1ngton 
Kr. Kuhn 
ur. Gamble 
llr. Haas 
llrs. Klotz 

December 1, 1942 
9:25 a.m. 

1 

H.W. JR: I had a chance to see two Victory Fund 
Committees in act ion, one at Kansas City and one in 
St. Louis. I was sorry that Odegard, in notifying the 
Kansas City group that I was ready to meet with them, 
only had two men there. I thought I was going to have 
a chance to meet the staff and talk to them, but I didn't . 

KR. GRAVES: We have no office in Kansas City. Our 
office is in Jefferson City, Wi aaouri. 

H.W. JR: They had time to bring people in. It is 
the second time I have wanted to meet with the staff 
and explain to them what ia going on, and I have not 
had a chance to. I think i t is unfortunate. I mean, 
I will have to spend an hour to an hour and a half 
talking wi th these people at lunch Wednesday - Patterson 
and those people. 7hose aren't the people I want to 
talk to. I want t o talk to the people further down. 

Anyway, the Vict ory Fund people have got lots of 
pep and enthusiasm. I told George that I think they 
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will fall down on the small towns. One thing I would 
like is somebody who could go into the field and make a 
study and talk to the banks. What about this fellow 
whole with Douglas - Lew Douglas? 

IIR. BELL: Don Woodward2 

H.M. JR: Yes, Do you suppose he would go on it 
for two or three days . 

MR. BELL: I think he would, if he is well enough. 
George, you know more about his health. 

MR. HAAS: I know he has been ill; but he seems 
to be all right . He is here this morning. 

H.M. JR: I sn't he a pretty good fellow? 

:MR. BELL: Very good. 

H .M . Jl~ : \Vhat I was thinking was that somebody 
like that or somebody from George ' s--

~ HAAS : Shiel ds would be better, wouldn't he? 

IIR. BUFFINGTON: I have the names of five men 
who were recommended to me, who I talked to Guy Lemmon 
about yesterday. 

H.M. JR: I want one advert i sing man to go with 
him, just one , I would like them to drop into towns 
of twenty-five thousand or under and just si t down and 
talk to these fellows , the banks and Federal Loan to 
see what they get, see what they are doing. They run 
into this kind of thing. After all, what happened in 
Kansas, just a few miles from the geographical heart of 
America - and up to now they have been paying two 
percent interest for the whole state on time deposits. 
And you fellows - the pressure says we should ~;ive these 
fellows special treatment . Well, they got a two and a 
half percent bond, allow you to buy up to a hun?red thou­
sand, and continue their two-percent time' depoSl ts. I 

2 
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oan•t remember the exact figures, but a bank with 
three million deposits - I think th~ onlf had a half 
a million out on loan, not ver,y m&nf Governments, and 
were paying two percent on t111e deposita. Naturally 
they are going to holler. 

KR. BELL: They ought to get modern aDd reduce it 
to one . 

H.K.JR: The question comes up - how m&Df ~tates 
are there still paying two percent? 

· ltiR. BELL: We can get that . There are manf statea 
not paying two percent. 

H.M. JR: When these advertiaing people tell us 
we really don't know our markets, I think they are 
right. I was thinking if a oouple of intelligent 
fellows - you can' t send out an army - not more than 
three , would spend two or three days going through 
this Missi~sippi Valley, or something like that, in 
a car, it would be very valuable to us . 

L!R. BELL: All right . 

H. M. JR: I think it would be very valuable to us. 

Are there regulations of state banks as to how 
much they pay on time deposita? 

ltiR. BEU.: Yes. Also the Banking Act of 1935 -
the Federal Reserve - lays down re~ations. They 
fix not in excess of two and a hnlf percent on time 
deposits. Then the states come in under that. Most 
of the states have reduced their interest rate . 

H.M.JR: The State of Kansas is in the process, 
but up to now they are still pay~ng, by and ~arge, . 
two percent. I picked up a lot 1n a short t1me. D1d 
you realize that? 

• 
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liR. BEll: 'lha t they were doing it? . 

H.II. JR : Yes. 

YR. BELL: Yes, I knew there had been a cry for 
us to issue a special obligation of two and a half 
and two and a quarter percent to these bl.nks that 
carry savings deposi ts and are paying two percent. 

H.II. JR: It is silly. 

WR. BEll: I think so, too. But I think you 
have a much more serious problem in the insurance 
field. The insurance people are being forced to pay 
two percent on their contracts. Their past contracts 
are in excess of three percent. It is a much more 
serious problem in the insurance field. 

H.M. JR: A:n.yway, it is that kind of thing. 

<Can I leave it with you and some of the others 
to send somebody out so that they will be out, say, 
not later than Wednesday - today is Wednesday - maybe 
by 'lhursday? 

l!R. 06.STON: Today is Tuesday. 

H.Y. JR: If they could spend Tbursday, Friday, 
and Saturday in the field--

YR. BEll: I'Je will try to get somebod,y this 
morning. 

H.M. JR: And get somebody from the Advertising 
Council to go with them. And particularly look at 
the literature they get . 

There is one of the most important announcements 
that bas gone out from the Federal Reserve and the 

4 
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Comptroller, and it just goes like that . (Circular 
hanaed to Mr. Bell.) 

It I were a banker I would not even read it; I 
would throw it in t he wastepaper basket . Who printed 
that? 

l.IR. BELL: This is probably the one that went 
out from either FDIC or the state Bank Commissioners. 

H.)L. JR: You know that you gave these orders that 
they should not get these circula.rs until Monday. 
But they got them - I mean they got them &rJ'I1f8.Y. 

l.!R. BELL: 1hey got thee if they were members 
ot the Victory Fund Committee . 

H.Y. JR: Listen, fellow, this was picked up right 
in Manhatt an. There is your oiroular (indicating 
Treasury circular) . 

MR. BELL: Wasn't he on a Victory Fund Committee? 

H.K.JR: I don' t know, but Nee was giving me the 
schedule of trains on which he was mailing that out, 
to carry out your orders . That (indicating circular) 
was picked up Friday in llanhattan. He had nothing 
left by eleven o'clock Saturday, and all the rest of 
that. 

tb&t is the one , isn't it? 

Affi. BELL: They went out before the end of the 
week to t he members of the Victory Fund Committee. 
I take it that this bank is on the Committee. 

H.M. JR: There is the one the Victory Fund 
sent out. 

5 
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l!R. BELL: Then they were to mail them Thursday, 
Friday, and Saturday so e.a to be sure to reach all 
banks in the first mail Konday. 

H.Y.JR: I am sorry; I hope I am not boring every­
body, but thi s is nina billion dollars, and I have got 
to get it. I think the reason I want the people to go 
out in the field is that - I want to know who is going 

6 

to go because I want to pass on the person. If they 
will do what I oould do only very superficially - after 
all, we can have one announcement and advertising, and 
then it ~ets down to reaching these people in the small 
communitus. I think you will find the small communities­
this man said to me , •well, Yr . llorgenthau, these f ellows 
running three million or five million dollar banks just 
don't know what it is all about. Nobodf is taking the 
trouble to explain it to them. And they still think 
that ownin~ a lot of Governments • they don ' t realize 
that they can borrow f rom the Federal ReserTe. They 
think it is a fixed obligation, and they are going to 
be criticized." He says that nobody has been around to 
see them. 

Now it lf&S the same thinf when we tried to do 
Foreign Funds. We held echoo s all over New York State. 
You remember the ~del 8 T" business. As a result of 
that the thing went along beautifully. We have got to 
hold schools for these banks, bring them in and have 
somebody go out and talk to them, Dan. And for the 
ABA to send them out a handsome piece of literature , 
that doesn't - I told this to these fellows over and 
over again at St. Louis, 'l nd you fellows have to use 
some shoe leather. You can sit here and send all the 
mail in the world, but that isn't going to do the thing, 
sitting at a desk- in towns of ten thousand population ­
Federal Loan saying so and so.• 
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H.W. JR: It ia the object of the !BA committee 
to contact each of the ... ~era ot their aaacciation. 

H.W. JR: They admitted - Hemingway waa there yes­
terday, and he admitted the7 have not done it. 

WR. BELL: He aaid they did not lan tiJae to get 
the people together in the two weeka they had. 

H.Y.JR: I am not criticising you. The thing ia 
going to go; it is going to be a auoo•••· But there 
ia an awful lot yet to b. done to aake the eaall- town 
banker conacioua - what I told th.m waa thia: "I have 
alwaya thougpt you bankers were saart, and I atill 
think ao. f think you are •art enough to realize 
that it you oan aell theaa aecuritiea to aamebodf alae 
you don't have to buy thea yourself . " I r.v• thea in 
both plaoea a fighting talk on two percen • 

MR. BELLt Good. 

H.M. JR: The question they asked me at Kansas City 
waa ~. Korgenthau, if this nina billion dollar thing 
tsiia, won't you raise the interest rate?" {Laughter) 

WR. BELL: The answer, I hope, waa no. 

B.lr. JR: So I aaid, "In the tirat place, it ia 
going to be a aucceaa, but win or loae, it ia going to 
etay at two percent, eo you tellowa might aa well get 
buay and go to work." (Laughter) 

I did not do any speaking; I juat answered quae­
tiona. I think, Harold, if you haa been there you 
would have been quite happy to have heard thia fighting 
talk that I gave at both places on War Bonde and their 
place in ths future. If you want to know, your State 
administrator tram Kanaaa beard it. 

MR. GRAVES: Griffith? 

H.~.JR: Evan Griffith . Evan and Henry were very 
close . (Laughter) 

7 
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lffi. GRAVBS: Wonderful. 

H.W. JR: .t fellow frca the hotel, Har17 Ware, 
heard that Enn Griffith waa goinf to fiT up with· me 
the next day, eo he said to Griff th, who, lncident~lly, 
line in llanhattan, "How can I get on that plane with 
the Secretar,1 I want to go ui with you. Won't you 
fix it so I can go up on the p ant?" Griffith said, 
"Listen, Harry, you found an excuse to go up there 
every fifteen minutes to see him. You can find an ex­
cuse to ride with him. You do your own aaking. You 
have been bobbing in hie roam every fifteen minutes. 
You can find out how to go there.• He is an old theater 
man - motion picturet. He said he used to run a theater 
in Portland, (Laughter) So he CUlt up and we took b.ia. 
I thinlc he it the happiett man in Kansas. He was a 
scream, 

Anyway, oan we do that? 

llR. BELL: Yea. 

8 

H.K.JR: I think, Harold, at the earliest possible 
date you ought to arrange for ae to JUke a public addren 
at a War Bond auting, where you are going to pruant a 
Treasury flag, where I can go all-out aa to the future 
of Wa.r Bonde and i h place . 

llR.· GRAVES: We would like to veri auch. 

H.W.JR: I think we need that very badly becauat 
these fellow• are sort of--

lffi. GRAVES: Uncertain? 

H.ll, JR: Yea, uncertain, and if Wlbat I aaid publicly 
had been listened to, I think every War Bond person woula 
have been satisfied. But if you find a spot for me, I 
wi~l be glad to do it , 

lffi. GRAVES: Pine, we would like to . 

... • 

Regraded Unclassified



- 9 -

B.K.JR: !a long aa it ia not too far awa7. Tbe7 
had 111e juaping on and off of train a. Kra . Korgenthau 
and I were acheduled to go on the twelYe o'olock train, 
twancy hours and a half, and juat before the7 left tbe7 
took ua off and we cDe aenn hundred and fifcy llil11 
in three houra an~ fifteen lllinutea. 

:MR. SULLIVAN: Nice wind. 

B .• J.!. JR: We were going two hundred and fift7 miles 
an hour - tail wind. 

The other thing that ia bothering 111e - where ia 
Paul? 

· MR. CAIRNS: Lut night he made a apeech in Phila-
delphia. · 

B.K.JR: Will be be in tomorrow? 

:MR. CAIRNS: No, be ia making one toda7 in New York. 

B.K.JR: I aaw a little aquib in the paper, some-
thing about the fin percent tax and bow the aplo7er 
baa to notif7 the .. plo7ea- aaaething in tbia aorning'a 
paper oYer aT nDe. 

KR. SULLIVAN: Yea, air. 

H.Y.JR: I think, Ferdie, what I would like to 
do, if the7 would be willinl to do thia t hing - the 
AdYertiaing Council - take uat that thing, that 
ought to go out to all the abor preaa t hrough our 
War Bond Labor people. ~t I would likt ney much 
if the Advertising Council would coae in on it, to 
have thaa atud7 the relationship between the Treaauey 
and the taxpa7er . 

KR. KUBH: I had a long talk with GU)' Lemmon 
last night about it, asking hie advice and opinions 
on it. I would like to go along with it toda7. 

9 
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B.M.JR: I would like to atud7 it. Tbe7 had three 
verr smart newapaperaen in St. Louis interviewing ae. 
The thinf baa gotten out all over the oountr7 that we 
sort of ake a r eliah in aaking it juat aa difficult 
aa poaeible for the taxpa7er to par instead of doing 
-.bat I explained, that we do nerrthing we can to •ooth 
the wa7, and eo forth, It i e a public relatione job, 
and there ie a big job to be done. 

I have spent so much time, first on War Bonds, and 
now Victory· Fund, and I have not apent enougb time on 
this other thing. 

I think there ia a big public relatione job, a 
big atorr to tell , Ferdie and Herbert. I think if 
these adnrtiaing people could cCJDe in and atud7 the 
thing ao that we can ~ to the people, and particularl7 
the working u n and the working wa.an, and explain to 
them the various things that we han done - I hope 7ou 
han that 11111110, Ro7. 

KR. BLOOGH: I han a 11111110. 

H.K.JR: Bold onto it . 

KR. SUlliVAN: You sq this was over 70Ur naae? 

B.ll. JR: It ia a little announc•ent- -

KR. SCHW.lRZ: This morning' a a torr on the extension 
of time on the Victor7 Tax. 

H.K.JR: It gets ao much apace. For instance, 
the labor preaa - did you do an7thing with the labor 
preaa? 

KR. SCHYdRZ: Yea, ai r. 

H.K.JR: What did 70u do with that? 

KR. SCBW.lRZ: Vie sent it out. 

• 

.. • 
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H.K. JR: But 70u han been on that, Ferdie. '!here 
ia a big job to be dooe. 

lffi. IUHlf: 'l'he7 ban good ideu, and the7 are Yerf 
much interested in it. Tbe7 regard th .. ael•ea aa 
adTisora on all phaaea of the TreatUrf'• job right now. 

H.K. JR: Good. Ia Kr. Harold Thaaas in Cleveland 
and Toledo on Treaaur,y business or hie own? 

)(R, KUHN: I think his own, today and tomorrow. 

H.K.JR: Did he get pe~asion ' to attend to hie 
C11Il business? (Laughter) I will not di1turb him, 
but it he could come d01r11, 11&7be Tbursda1--

liR. KUHJI: Would 10u like to see Gu1 L.-on todq? 

H.K. JR: We will see how we get along. 

KR. KUHN: He would be helpful. 

MR. GlSTOM: That Rual plan drin haa been 
adTertieing the Tre&aUrf aa against pa7-U-1ou-go. 

H.K.JR: That ie right. I explained to th• 
aa beat I could where we stand o.n thla tbing. 

KR. GiSTOM: In at least one of Randolph's speechea 
he was going to talk about how the Treasury has been 
working to tr1 to accomplish a genuine pa7-aa-you-go 
plan and that we were the first in the field to try to 
do that . 

B.ll. JR: in7thing special, Dan? 

KR. BELL: I would like to get an amendment to the 
regulations on the Suin~a Bonde, obanlting the F, and 
G from 'War Sninga Bonde to just "Savfnga Bonds . • That 
is effective today . 

B.K.JR: Say that again. 
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MR. BELL: '!'hi a changes the IWie of War Savings 
Bonds, Ser~ea F and G,to juat "Savings Bonde.• It 
eliminates the word ~·. aa you had agreed upon. 

(Document referred to signed by the Secretary.) 

R.M.JR: Do you know 11bat they called - I guua 
you people who Wire at Kansas City know what they call 
the E, F and G Bonds, don 1 t you? · 

MR. GRAVES: I don 1 t think I know what you mean. 

R.M.JR: Eleanor, Franklin, and God. (Laughter) 

IIR. BELL: That is pretty good. 

R.M. JR: I han to go up to thi a B;yrd CCIIIIII.i ttee. 
I thought it would give ae a chance to see old man 
Daughton. That ia what I am really going up there for, 
without seeming to seek him out. If anybody has any 
emergencies you can tell tStephens about them. 

Rave you got aame stuff? 

MR. BH.L: Mo. Yesterday we got a billion two 
hundred and twenty million bids on Treasury billa, and 
the rate went down from three seventy to three 
ai xty-ei ght . 

R.l£. JR: Anybody got anything special today? 

lffi. THCJlPSON: Mr. McReynolds ia handling your 
deferment cases. They are all going to be approved. 

R.M. JR: Good for lo!ac. That ahowa sense, instead 
of having Rosenman do it. 

1lR. SULLIVAN: There were forty- ei a:bt lette~a to 
governors of the States with regard to the diatr1bution 
of this tax folder. Do you want to sign those 
personally? They are written for your signature. 

12 
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H.K.JR: He (Buffington) hae tort;y-ei~t lettera 
to the gonrnore, too. Han ;you talked wfth Kllhn'l 

liR. 9JLLIUN : ' The progr .. in the original inetance 
wae cleared with Ferdie. . 

H.K. JR: I aean ;you had better talk to hia again 
sow e do not onrlap on this gonrnor bualneaa. On 
atutt that I have to sign whioh has a public relation& 
angle, to eave 'm¥ tlae I 111 ah 70u people would till to 
1\llhn before it ccaea to ae. Row, George Buffington 
had tort,-eif,ht lettera all tTPed and we had to turn 
the down. 

Would ;you? It sans ae time. 

liR. SULLIVAN: Certainl;y. 

H.K.JR: Harold, have you anything pressing? 

liR. GR.AVES: Kr. Gamble and I are plarming to 
go to Clneland to be there Frida;y to meet 111 th our 
people, it that is agreeable to you. 

H.V.JR: Is Odegard here todaJ? 

liR. GR!VES: He ia due here toda;y. He geta ott 
the train early in the morning, and he probabl;y has 
not reached here ;yet. 

H.K.JR: .Ul .rigbt, I will run up on the Hill. 

13 
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Oo•ernor Lebaan 1a Alban)' . 

Bello. Bello. 
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GoY. Herbert 
Lebaaal Bello, Bear7. 

BMJr: 

L1 

1111Jr1 

Ll 

IDIJr: 

Ll 

IIII.Jr: 

L: 

IDIJrt 

L: 

Lt 

BXJr: 

L t 

IIIIJr: 

Lt 

IIIIJrl 

low are 7oat 

11rat rate. 

1'1ae. 

&cutb.t 

low are J ou. 

Sb.e'e f1ae. And the b o7at 

!he7 1 re all r1&b. t. 

Good. 

All4 Jouret 

I tb.1Dk ,- a a far ae I ltnow, tlle7 're all rS.Cb.t. 

Be11bert, tile reaaon I'• oall1ag 7oa 1a tllle, 
1 4on 1 t ltnow whether 7011 waat t o do tllle eort 
of tlllq, but •••• 

I- I oan't get that ••• • 

Bellot Can 7011 b.ear aet 

Yea, I oan aow. 

!harada7 n1pt • ••• 

Yea • 

•••• at the auggeet1on of Saa Roeenaan, I'• 
b.eY1ag a few people together at 111 b.ou ee for 
eapper t o 41aoua a Paleatlne •••• 
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I •••· 

•••• and wbat we ehould adYiae the Preeident • • • • 

Yea. 

• ••• and it~· .Juat tiYe or a1z people- hellot 

Yee, eir, Benr7. 

And it f<JU were pine t o be here, I'd Yer7 .uoll 
like t o haYe )'ou. 

leDrJ, I won't be able to be there becauee I••• 
l Ot t o aee a nuaber ot people i n lew York •••• 

Oh • 

• • •• late on !hureda7 afternoon. 

I '"· 

15 

Ll I 1 Ye aade engageaente, and I won't be down in 
Waeh1ngtoo until •er:r late on - on !hureda;r n1gh1i 
or poeeibl)' •••n Pride)' aorn1ng. 

BXJr1 

Ll 

IIIC.Tr1 

Well , I'a eorr7. 

I'• awtul.l7 eorr7. I would han liked to haYe 
eat in, and I hope to elt 1n on other gather1n&•• 

You' l l haYe plent)' ot opportun1t)'. 

L 1 All r1ght. I 1 a eure ot tba t . 

1111Jr1 

L: 

1111Jr1 

L: 

IDIJr1 

L: 

Jlon It VO!'r7 • 

All r1ght. 

All r1ght, Herbert. 

I'll be down on lr1da)', and I hope to aee you eoon 
atterwarde. 

Well, I hope eo. 

All right. G1Ye a:r lou to J:l.lh. 
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HMJrl l11nor aen4a 7ou hera. 

Ll Tbanka. 
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Harold 
Iolt .. l 

JD1Jr1 

II 

IDIJrl 

I: 

HKJr: 
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IIII.Jr1 

II 

JD1Jr1 

I t 

II 

I I 

1D1Jr1 

II 
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• .• • weet and 1 1Ye been reacUnc the papere and 
l!.ear1aa on the radio tl!.a t ~e7' re ~llkinc 
the\ 70U Ire 101n1 ln \0 take OYer ~e Manpower. 

Aa4. •••• 

• ••• c1Ye ae, 1en1 t 1tt 

•••• and ~e pwopoee ot 87 oall wae w &a7 thet 
I'd hoped thet 7ou take U, and tl!.ie 1a .)1aet ae. 
Jobod7 aqgeeted I call 7ou wp. 

Well, 1 don 1 t want 1t, BenJ'7. I ••.• 

Well, I oan 1aq1ne l!.cw • • •• 

. . .. I don'' ••• bow I oao .. . . 

Ul!.. 

•• •• take 1 t and abandon tl!.ie dtpartaent to 
certain o~er genUeaen. 

Well, thet wae wbat I wae 101nc w - etr1cU:r 
ott-~e-reooJ'd - ea;r. We 41d han a aan b7 ~e 
naae ot Senawr •all onoe. 

Xee, we 41d. 

All4 •••• 

I ~1Dit 1 t 1 e dreadful. 

•••• and to turn tll.le fellow l oo .. 1n thet de­
partaent, 1 juat wonder bow auol!. daaage - how 
auoh daaage could he dot 

Oh, he oould do a lot. 
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Be oould do a lot. 

Well, we baYe all \he phJe1oal aeeete ezoept 
bu1ld1nge. 

I eee. 

The United ISta t .. Oourftlleftt 011111. 

Yeah. WellL I - tor wbat,Yer -r two b1te are 
worth, the .. apower thing 1 a ••n ~d I lulow 
JOU oould etra1ptlll 1 t out. 

Well, I'• DOt 10 lure •••• 

But •.•• 

•• • •• and I'•• been blue ae hell oYer the week~ 
en4. I . .. . 

Oh, I'• eorr,. 

I'• depreeeed oYer the Wbole daaft th!DC· 

a.&ll7t 

Yeah. 

lfell, I'• eorr,. 

I ~ God, I d1dD 1 t Waftt thle Job. 

lfbatt 

I don't want tbat Job, 

Well •••• 

(Lauch•) 

I know 1t'• ~ well, th1e fellow 1ft Jngland 11 
do1ng a beaut1tul Job w1th 1t. 

Yeah. Yee, he 1e. 
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II 

JDIJI'I 

II 
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JDIJrl 

I : 

I: 

JDIJr l 

I : 

JD1Jr1 

I : 

1D1Jr1 

I: 

1111Jr1 
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- '-
It oan be dona. 

Oh, it can be dona but - look at the •e•• it'• 
in now. 

'l'l'ua. 

Yup. 

Would J OU - it JOU too~ it, I taka it J OU ineiet 
on ha•inc thle - the d:ra.tt thine under 7ou. -Wall, I ha•en't ina1ef;ad on &DJ\hlng. I'•• had 
olll.7 one taUt with the Pr .. idant on it, and in 
that talk I tol4 ha I 414D 1 t want U. 

Oh. 

And I told h1• ao•aYhat of What I felt about 
Xolutt oomng oTer hare •• • • 

Yeah • 

• •• • and I eai4, •or oourea, if 7ou need Interior 
for Molutt, JOU know it1 1 Jo•re.• 

Yeah. 

But it'd be a Wbola lot eaeiar t or •• to get out 
of the a~nietration entil'al7 and watoh Xolutt 
operata i n Interior tro• the outeida. 

lieU •.•. 

It would be dreadful f or •• to be etlll i n the 
au1n1et:ra.tion and watch hl• operate. 

Oh. Well, I- I wae ·slad that the Preeident 
waa raoocnir.1DC 7ou, and, .. oond, that I hope~.' 
1t wu a straw in the wind that he tight asa1n 
put eo•e of the Jew Dealere and hie real friend• 
baok in the ea44la. 

Yeah. (Laupe) Vall, 1t1 1 hopeful fro• that 
point of T1ew. 

Yeah. Vell, I'• eure Yhata•er J OU deo1de will 
be ript, Harold. 
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0o04b7•· 

Ooo4'b7•• 

20 
- 4 -

Regraded Unclassified



DHellber 1, 1!142 
121 )8 p.a. 

21 

u.Jr1 •••• bve1neeet 

Oeors• 
Butf1nctona Ye1, 11r. 

1111Jr1 Well, 11bat 11 the an1wert 

81 !he - the ooMent wa1 aot 1n th1 prHI releaaa. 

KNJrl I t wa1 not. 

81 

1111Jr1 

81 

IIIIJr 1 

81 

IIIIJra 

Ill 

u.Jra 

81 

IIIIJra 

8: 

IIIIJra 

81 

It ••• 1n the or1C1aal ad ot the aoet 1aportant 
annoucaaent aade b7 the U. I. !'reaa11J'1. 

It WI 1n the onslaal adt 

ftla t 11, rete ned to •• the t9 bUl1on dollar 
V1otoJ7 Lou DJ'1're. 

Bat 1t waen' t that I tume4 1t onr - Beoretal")' 
ot the fi' .. IVI'J. 

J o , 111', 1t wa1 not. 

I 11e. Well ; we'll •• • • 

I haYe thoae o ther ad1 rea47 t o m ow J OU the 
prosre .. that oooUI'J'e4 • • • • 

I'll aee th .. t o •• - I'll look 1t oYer with JOU 

eoaeUae th11 at\II'IIOOD. 

Ok&J, 111'. 

Beca1111 I want to 11e what - when that OJ'Opped 
1n. 

All r1pt, 11r. 

All r1pt. 

I 1ll haYI 1t 1'1&47 tor JOU. 

Ok&J. 
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Ccm!erenoe 1n Seoretaxy lloraanth&u • a OU1ce 
Deo•ber l , 1942 

)oOO P. ll. 

Present • Secreta,. llorgontbau 
Tile Swecliah llizdAtar 
~. Bobcan, !bier Seeretaxy of State 
llr. White 

Ill'. Bobcan atetad th&t h1a Ooftmlent wu •ald.nc......,. 
ettcrt 1n ita arrana-ta with oa~ to obt&in aporta to 
an ~ui.Uont yal..- of their exporta. ~ ot the f&'t'Orahla 
tenu wh1ch thq had bMn gettin& up to now 1n their dea1:1nsa 
with o.,.an,y waa to obtain tha coal at p......,ar prio .. wtwreaa 
the gooda Sweden waa oport1ng to O.,.an,y wre aold at cur­
rent pricee. He ate tad Qe:maey waa obj eot1ng to th&t prorl­
aion t.nd wiahed to r&iae the price ot coal. 'Ib• present 
negoti&tiana "'lifo he ea14, bret.l< down on th&t 1 • .-. 

He atated th&t Snden ftr7 much needed the oil it wu 
tl71ni to set 1n the United Stetae tor tha SWediah N&VT and 
Air Force - moatl,y heavy oil and 84 ootane gasoline. 

Dl r .. ponee to a queetion br the Seoretaxy 1 Ill'. ~an 
explained that there wre two li«Wepan ehipe which Brita.iA 

wiebed U.. to raleaaa wt Snd&n could DOt eM ita wa:r clear 
to l&ttiDS th• eo b&cauae of Ger~D&D;T'• •trco& oppoeiticn. 
lie a&id it SWedon let the ehipe go he teared 0&1'11&11T would 
not let the oil Sll&d&n bM.J.y needed came in. He ea14 ()erGialV 

waa alroady ODDeyed at the number of Noraegian ahipe that bed 

eac&ped rna Slfediah porta . 

Tile Sacr•t.l.r7 expreesed hie tht.nka tor the brief survq 
ot Sndieh conditicma th&t Ill'. Bo'-&11 hed aulaittad. 

H. D. White 

23 
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81 

IDCJr1 

81 

IDCJr: 

81 

DeoMber 1, 19~ 
3127 p.a. 

W'bo ' a bean eootiq ott 'b1a aouth about thla 
125,000 - on that 1DYaataantt 

That Un1tad Praaa atol')' and one 1n the A. P., I 
waa able t o ohaok w1 th the Un1 ted l'ren etoi'T 
beoaUN • .•• 

Yeah. 

24 

•••• the 'f'r .. eul')' aaa wrote that one. I aaid 
that I dOubted that antbo4J 111 the 'f'reaaVJ had 
tallad about 1 t. Be ea14 thaT p t aoat of U 
troa the Buqet, and he wae abl e t o ooDfil'll 1t 
bT talking with eoae treanr7 people dOwn the 
Una. 

8o he sot 1t froa the Bu4catt 

That'• l'ipt. 

I •••· Wall, then ••• • 

And - and thaT - tha7 ware told that the A. P. -
W'bioll - Wl11oh got 1 t t1rat - w'b1oh eooopad thea -
got i t origia&llJ troa the Buqat people. 

I •••· Ok&J. 

IU&bt, eir. 

v 
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HIIJI'I 
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Gra., .. l 

HIIJI'I 

G1 

HIIJI'I 

Gl 

HIIJI'I 

G1 

IDUI'I 

G1 

HIIJI'I 

G1 

G1 

IDC.71'1 

G1 

IIICJI'I 

G1 

Bello. 

Xee , 111'. 

Baroldt Bello. 

Xee, ell'. 

Deonber 1, 1,_2 
} 151 p . a. 

I - arter all Ule tu .. tbat Ro7 Weloh aade 
abollt ~ee two bo7e • ••• 

Xee. 

•• •• nobo4T I t1D4 e•er thanked tb.e A1'a7 tor 
their een1oee. 

Oh, that'• terrible. 

And I'a do1ng 1t Dow •J•elt. 

Well , I'a utuaae4. I 414n1 t know tbat. 

Well, I ... n I th111k tbat after all the tu .. -
1a& - a nd the bo7e 41d a s ood job. 

'fbe7 oerta1n17 41d. 

Well, I'a 4o1ng 1t Dow i n oonneoUoD wUh 
"n41ng oop1 .. ot their nool'de. 

But JOil oan tell ~ Weloh w1th 87 ooapl1aeau, 
U .... , t o •• wUh all the tu .. 1ns tbat ,lie 
414, he a1ibt h&Ye ... n that the boJ• - well, 
that eoaeth1ns went 1nto tb.e1r ott1o1al reoord. 

I'll do 1t. Yee, e1r. 

OkaJ, Bal'old. 
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Deu a.ra-• ftll 
I tiMI" P' JOil ~4 be laHINOW 1a ont .. 

t.aae •oloH4 •-uoa -\erial u4 -" , 

rr- arr. cau.ua .....,.uac ~l'fh!IF _..., 

hF«.,. ... tMl ..... Uaa' Ule .-. 1a .-lac­
be o PM' ••-• U4 ON la4H4 ,IINMhl W 

7 .. tor JOilr aUria& wJtt oa u • 
., tla4en np:rdo uct beat w18b••• 

81aoorob1 
(&lp .. ) B.. 1\orc-llt.Dau, Jr. 

BODJT llorgonthau, Zr. 
S.oretUT ot tho TrooOUJT 

.. 
Copy 1n Diary 
Coplee t o Tboopton 

/ 

(Prooot1onal aater1al 6 
r ecord• u nt ) 
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Beorete7.r Morceot~• 

V1Dout ~. Ce.l.lah~ 
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I • attaoh1JIC hereto eete ot p~tlOD 

-terle.l. oa tile eoaa -..•eybo«J ltr'ey h:fdq" to be eeat 

t o Corporal. A4a1r aad S.rpaat 'Obl. I lla'ft preo,pared oonr 

lettere to tlleee .-otl..a~or 7our •lsoature. 
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DECl t1MZ 

-
laMI'e.W la •n••• 
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fOil tor JOIIr uat1rlD& -rk 011 l '• 

., kiDdlft rqar4a ~&4 'lien wliiiNo 

ataeenlJ. 

(llpti) B. Korpa!Ua, Jr. 

BeJUT lloraentbau• Jr. 
S.o"t&rJ ot t ba 'l'realllU'J' 

Col"ffrel ftoMa .Wab 
b4lo D1Yllloa 
Po1\ l'llbllo Raldloa• Ottloa 
ron JaoltMD• Solatia Caroltaa 
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Cop)' i n DiU')' 
Copi es ~o !boapaon 

( Proao U onal .. terial 41 
recorda aent ) 
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IOIJr: 

Daniel 
Bell: 

HICJr: 

B: 

BIIJr: 

B: 

RIIJr: 

81 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

• •••• in here with ••· 
tsoo ailllon troa the 
thre&- quartera. 

Uh huh. 

Should I wor17t 

Rot 7-'· 

Jot Jet! 

•ot Jet. 

Oh huh. 

Deoeaber 1, 1942 
4:57 p. a. 

Be t ell• •• we haYe 
banlte on the on&-and-

29 

Ro, I don't think that - that'• two daJe. I 
euppoae that ' • larser than we'•e been getting. 
At least, ae large. 

Ra•e JOU talked t o thea i n New Yorkt 

Yeah, and Bob Rou.. aaid that he and Allan had 
talked about it th11 aorn1ng, and theJ thought 
theJ'd wait until th11 e•ening to aee what 
they're going t o c1o - what oaae in, and then 
it it looked ae though that theJ weren't ooa1nf 
in •err good or it the aa1l waen't heaYJ, the7 d 
begin to call up and alk thea 1! theJ!d, ln 
their enthuala .. t o eell these bonda outalde or 
the 'benka, had the7 l oat traok or their on 
eubaor1pt1on. 

(Laugba ) Well, JOU better talk to ae about lt 
the tiret thing ln the aornlng. 

Yeah, 7eah. Well, I- theJ'•e got lt ln aind • ••• 

Yeah • 

•.•• and I t hink theJ ' ll begin to put preaeure on 
toaorrow. 

Good. 
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B: Xeah. 

11MJr1 Iou - I don ' t think I bav e to worrr. 

B: I don ' t thlnk eo. I thlnk 1t' • going over. 

HMJr: 

8: 

HMJr: 

B: 

HMJr: 

8; 

HMJr: 

B: 

HMJr : 

B: 

HMJr: 

I gather thaT don ' t want a one- and-three-quartere. 
I don 't know wbat t he hell thiJ will take. 

That's right. Br the war, Murrar Shields ie tied 
up- two daJS that he'e proaiesd long t1ae ago he'• 
got to aake a epeeoh and he I&JI he oan ' t ge t out 
ot it. I thought I ' d eend Don Woodward t o Chicago ••.• 

leah • 

• ••• and let Murrar Shlelde go to Cleveland Sundar 
nigh t t or three daJI •••• 

Xu • 

•••• and go through Ohio. 

Good. 

Ie that all right with r out 

OkiJ. 

Swell. 

'!'hank JOU. 

.• • 

( 
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TO 

aubJeotl 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

8eoretar7/~~nthau 
llr. HAa'P1' 

34 

DATil Deoeaber 1, 
1942 

Reoent Denlop~Bente 1n the B11!b-grade 8oour1t7 Jfarbh 
I 

(l) !h. announoeaent, on llonaber 20, of the ~e&alll"7'• 
Deoellll)er f1nan01~ pro gr .. eet 1n 110t1o11 a deollne 1n .• • 

(2) 

(4) 

tbe pr1ou of ~ .. llll"7 bon48, 'llbioh oo11t1nued up to the 
en of the f1nan01ng O&llp&ign (C!h£t I ) . Part1all7 ~ 
en11pt bonde suffer ed ao•wb&t 110re Uian ta%able 'bonde 
(Cihart II) . ~ net 1noreaee 1n tbe Oo't'ernae11t eeourU7 
portfolio of tbe Federal. 1\ .. er't'e Banke 111 the period 
lloYeJBber 19-28, &IIOUDted t o f327 111lllon.. Plll"ohuOe Of 
taxable bonde 1n thie period were oonf1ned pr1no1pallJ 
to 1nter aed1ate-tera bonde, with tbe rulllt that pr1oe 
deolln.. were eiB&ll 1n thie ranae ae oo~~p&red w1 th the 
deollnee 1n the pr1o .. of longer 1u~• whl.oh were, f or 
the 1101t part, uneUpported. 

Exoen re .. r't' .. of ulllber banlte neltl7 
r eport date, about 12,525 11 
eet1•ted that the effeot of the 1n 
o1roulat1on and of the growth 1n depol1 te rulllt1~ 
tro• the eale of new ~ea1ur7 .. our1 u .. to banlte wollld 
be to reduce exoeee reeer't'ee to a bout 11,100 111ll1one 
b7 the end of Deoeaber, Ullle .. off .. t either b7 Federal. 
Reeer't'e purohaeee of Go't'erDIBinte or b7 a reduction of 
r e eer't'e r eqUlreaente • 

.. w 110ne7 oorporate and aiiD1oipal. bond offeringe 1n the 
Jew York JB&rltet oont1nue aMll. In the r efunding field, 
tbe 01. t7 of Pb1ladelph1a hae offered an exohanp to 
holdere of 1162 1111Uone of bonde f1r et oal.l abl e troa 
1944 to 1953, at an intereet eaTiDI of about 145 111ll1one. 
I neuranoe oo~~pan1ee haTe reoentl7 been talting adTantage 
of the growl~ eoaroi t7 of taJI.'oexearpt bontle to eell eoae 
of their holding• of aiiD1o1pale, 

The deol1n• of oo-eroial loane of neltlJ reporting 
uaber banlte in leading 01 u .. , whioh oomenoe d laet 
Jfaroh, hae elaoltened during the pae t two 110nthe ( Cbart IV) • 
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I. United Stat ea OoYarnaant lecurU1ea 

'l'he reaction to the 'l'reaeur)' ' a announoaaent on J'riday, 
November 20, regarding December tinancing waa by tar the 110at 
aigniticant denlop~aent in the market tor Oonrnaant .. ouri­
t1 .. during Nonllber. On the day ot the announcement, moat 
outetand1ng Traaaury bonda, both taxable and tax-exe11pt, loet 
g~:"ound lharply: and they continued to decline through Satur­
day, llonllber 28. !hera wae no rally betora the beginning ot 
the oupa1gn tor the new rinano1ng. 'l'ha aYarage decraaaa in · 
the price ot 'l'reaaury bonde with 15 year• or JBOre to their 
earl1 .. t call date waa al1g11tly 110re than 1/2 point, 11h1la 
that ot intaraed1ata-tera bonde •• about 1A point (Chart I). 
Partially tax-exempt bonda euttered ao .. Wbat aore thaD taxabl e 
bonde (Cbart II). Bet obangea i n prioee ot 'l'reaeury not .. 
were negligible. 

Purcb&••• by the Federal ReeerTe Banke aggregated t 42l 
ll1ll1on• in the period Bonaber 19-211. '!'hey oons1ated ot t l71 
mi llion• ot billa, t50 llilliona ot oartiticataa, tlOO mill i on• 
ot other taxable iaauea, and t lOO ll1111one ot partially tax­
exempt bonda. Salaa, oontinad aol ely to billa, amounted to 
171! millions and bill maturities were 116 millions, with t h e 
raault that the net inoreaee in the combined porttolioe waa 
1}27 ll1111one. 

Federal Reeer.e open-market purchaau were cont1ned prin­
cipally to the 1nteraed1ate bonde, with the reaul t that their 
price decl1nea were aaa11er than might baTe been expected by 
ccaparhon with the aonaenta ot the longer 1esues. !hie ia 
illuetrated with respect to taxable Ueu .. i n the tollow1ng 
table: 

I18Ue 

2 percent bond 9/15/49-51 
2 per cent bond 12/15/49- 51 
2 perc ent bond 3/15/5o-52 

2- 1/2 percent bond J/15/56-58 
2-1/2 percen t bond 6/15/62-67 
2- 1/2 percent bond 9/15/67-7~ 

• : tederai RiaerTe 
; Prioe cb&nge : purcb&a .. 
;lloYe.ber 19-28: lloYeaber 19-28 
i (In th1rtr (M1ll1one ot 

aeconda dollars) 

0 
0 
0 

- 15 
- l t 
- 16 

10 
15 
2} 

0 
0 
0 
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U 11111 'be re .. abered that the new r11triohd iuut we 
aade a 1963-U, ratba' thaD a 1965-70, pr1u.r1ly in order to 
ll&ke it •awaet• . llnetneu, bon"f'er, ie a relaU•e thing and 
depen41 prino1pallJ upon the poeiti on o~ an ieeue in relation 
to the rut ot tl:ll aarltet • Jlow, ae a ruult ot tl:ll 41oUne in 
the l..oJic end o~ the aarltet, a 1963-6S 11 no eneter thaD a 
1965-70 would ban been two nelte ago. !bua, beoauae o~ the 
absence ot rederal Reeer•e aupport, the principal etteot ot 
the Uberal pricing ot the new 11eue bae been to ra1ae the 
whole pattern ot rahe at the long end ot the aarltet, rather 
thaD to IDhaDOe the attraotiYIDeee 0~ the Dew ielue. 

'!he torthooa1Dg otteringe ot the 7/ 8 percent oertitioatu 
ot ia4ebte4DIII 41le Dlceaber l , l94J, and the l-J/4 percent 
bon41 dut June 15, 191W1, bad no appreciable etteot on outetand­
ing illute in theae uturUy rangu, 

II. OUtlook tor Keaber Baak Reeer..-ea 
During the Reaa1n41r o~ the Year 

'!he Deceabar !reaaury tinancing glYII epeoial iaportance 
to the r11ern pol1t1on ot aea'ber b&Dite at the preunt tiae. 
The October tinancing •e the tiret oocaeion on which the b&Dite 
were aelted to eubeoribe tor aore Go•ernaent eeour1t1 .. than the 
a1110unt ot their eltOIII reiii'YII• Thie WI, Without dOUbt , &D 

important taotor in the ta1lure ot the bank• to lUke a large 
onreubeoription ae they ha4 dOne in the put. '1'he December 
tin&Doing Will not po .. eo great a prob1ea beoau .. the o~~ering 
datu tor coliUllero1al b&Dite tor the l-J/4 percent bond and the 
7/ 8 percent certitioate o~ indebte4Deae are 16 d&J• apart. !be 
&JDOunt to be ot~ared to b&Dite il, in each oa11, f2,0 billlone, 
howe•er, eo 1t cannot be aaid that the problea ie ent1rdy abeent. 

Exceea reeer..-ee ot aeaber banke are currently about 82.525 
milllone - - about $550 m1ll1one in New lOrlt Oity, $25 million• 
in Chicago, and $1,950 ll1lllon1 in other looaUUu ' (Chert III). 
December il outtoll&l'ily aarked by a high teaeonal le•el ct aoney 
in o1roulat1on Which hal the ettect ot reducing exoe11 reeer•ee; 
and to th11 autt be added a etrong upwrd long-Uae trend ot o1r­
olllat1ng currency. Ad41 Uonal r .. er"f'll a1ll be required aga1n•t 
the depoti te created by the !reaeury '• borroWing troa the b&Dite · 
1'h11, too, Will ha..-e the ettect ot reducing the exc111 reeerYII 
ot member banltt. On the othe~ hand, none ot the taotor• which 
tend to 1norea11 aember bank reeer•••• except rederal Reeer•e 
purohatee of oo..-ernaent eeour1t1ee, haYe been act1..-e recently. 

A oontidential eetimate ot probable change• in exce11 re­
.. rYee tor the lalt a1x week• ot the year , uklng no &lloance 
tor poee1ble action by the reder&l ReeerYI Syetem, prepared by 
Dr. Gol41nweieer tor the rederal Reaer•• Board, baa been ude 

Regraded Unclassified



31 

8e0l'etar7 lllorgentbau - ~ 

&Tallable ~ the !reatury. 'l'h1e .. tiute 1a eubetantiallT 
corroborated b7 Mr. Roelee or the rederal ReeerTe Bank or New 
York. It 11 preaented in tabular r orat b elow (in nlUon1 or 
dollar•) 1 

Exoeu reaervu, lfoTeaber 13, 1942 

Net ohangee, RoTeaber lS-Dtceaber JO, 1942: 

InOl'eaee or ourreno7 in circulation 765 

Leu deer•••• in req,uired re~erTee 
due t o eubetitution or ourrenoy 
tor depoe! t1 

Net erreot or ourreno7 inoreaae i n 
reduoing exoeee reeerTel 

Inoreaae i n req,uired reaarTee due 
~ growth or depo81 ta 

Reducti on in reeerve held due t o 
inoreaae in treaeury balance 
with Federal ReeerTe Banka 

Exoeae reserTel, Dtoeaber JO, 1942, befor e 
allowing tor Federal ReeerTe purohaeee 
ot Oonrnaent ••ouri t1ea 

612 

11th aggregate r eeerTea at thie low l evel, 1011e i nd1T1dual 
banlte would undoubtedlJ haTe loet all or their exceae reeerne 
•o•e ti11e einoe . '!'he rear or euoh a ei tuat1on tende to entoroe 
ooneerTat1aat upon the bank• when they are eubeoribing to Treae­
ury i eauee. I n the 1nt ereata or euooeeetul Treaeury rinanoing, 
such a eituation lhould not be permitted to exiet. Exoe•• r e­
lervee lhould be D&intaJ.ned at or aboTe their preeent l eTele, 
ei t her by purohaeea or OoTernment eeouritiee by the Federal 
Reeerve Banke or by rurther reduotiona or reeerTe req,uirementa . 
Ot \heee two ooureee, the r ormer would appear to be preferable 
!rom the etandpoint both or eoonoaty in financing duri .a g the war 
&ad or poetwar 110netary control. At the table aboTe ind1oatu, 
the net deoreaee in e xo••• r e aerTel wbiob would haTe to b e orr­
let b7 Federal Re11rve purchaee• or Oovernaent u ouri t1ee between 
Non •ber 13 and Dtotlllber JO il e~timatad ~ be about l l, 1100 atJ.l­
lione , or about 1233 a11U oaa weekly. Duri ng t he tiret week or 
the period ( Non llber 13-25), euoh purohaeee a1110unted to 11118 
ailUona. 
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III. Other Rtoent Bond Market DeYelopaenta 

The volWie or new bond orteringa to the publ1o 1A the 
J ew York aarket oont1nuee Pall. llurlna lonaber, the tobl 
wu onl)' about $6 llilliona, aa ooapared with about $131 1111-
liona tor the oorreapond1ng peri od a )'ear ago. 

In the retllnding field, an outstanding eYent or reoent 
weeka hu been the exohange otter .. de b)' the Oit)' ot Pbila­
dtlpbia, through a nation-wide banking group, ot Refunding 
Bonde or 19~2, to holder• ot 1162 aillione ot ite bonde whioh 
are tirat oallable between 19~ and 1953, 1nolue1Ye, and Whioh 
bear ooupona ranging troa 4 to 5 peroent. 'l'he new eeourit1e1 
will bear intereat at the ratea ot the aeourltlta aurrtndert4 
in exohange until the ttrat oall dett ot the latter, and there­
after at 3-1/4 peroent. !he eat~ted laYing to the Oit)', 
aooording to preu report., will be about $11-5 111lllone. !he 
terae or exchange and the 1Atereet aaY1Ag to the Ott)' ·turntth 
a pertinent exaaple ot the Yalue to an iaauer ot optional oall 
dates in lta obligationa. 

• Another tlluatration ot the dieadYantage to an l&eutr ot 
haYing no option to oall hie aeouritiee berore aaturit)' ie the 
otter, on loYeaber 2~, ot the Betklehea Steel Corporation to 
redeem 11·5 111llione ot 6 peroent bonde due 1A 1998, but not 
oallable prior to .. turit)'. Aooording to preaa reports, the 
Corporation withee to take adYantage ot the proYillon 1A the 
Re.,.nue .t.ot or 1942 wbloh peralta oorporat1ona to take luediate 
ortdit against the retandable portion ot the exoess protlte tax 
to the extent or 110 peroent ot the .-aunt b)' wbloh the)' reduoe 
their 1Adebtedneee. In order to do eo, h owner, the Corpora­
tion hae round it neoeee&r)' to otter to puroheae the eeour1t1ee 
at 1811 !hue the ooat or redtell1ng $7. 5 a1llione ot eeou.r1Uee 
would be about $13.6 a1llione. 

!he eaall aaount or new orteringe and the general atrength 
ot the State and aunloipal bond aarket han atl•lated eoae 
inaur&noe ooapaniee to reorrer blookt ot teouritiea wbioh tbe)' 
had prnloual)' aoquirtd. Within the put raw weeka, the Pna­
dtntla l Ineuranoe Ooap&n)' baa thlla diapoaed or $14 llilllone ot 
State ot lew Jer••l bonda, $4 allliona ot Oit)' ot Utloa, ltw 
York, boD4a, and $6 llilllona or lathYllle , ~enneaeee, eleotrlo 
rennue bonde. It 11 alto reponed 1a the preu that the ••• 
ooap&n)' baa diapoeed ot other blookt or tar-exeapt lteuea pr1-
Yatel)', and that the Jew York L1re Inauraaoe OoapanJ baa alao 
been reduoing lte holdings or IIWlloipala. 
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Preewu.bl)', tbue ooapan1ee, and an7 othere wbl.ob aq 
be following a e1a1lar pol1o7, are plaolng tbeuelYu 1ft a 
poe1Uon to take a larser aJIOIIIlt ot new 'lreatur7 1eeu81 tball 
WO\ll.d be po!laible on the baell ot their no~al aoou.al&Uon1 
alone. hot! a oouree 11 WlcSollbhdl.)' adYantac-ou h'ola their 
potnt ot Ytew, 1nae.aoh ae the tax-e:uapt1on priYilesa il ot 
ralaUnl.)' little 1'alue to thea an4 a• it b .. been po11ibla 
to d11po1e ot the iuuu at pr1oee higher than those at wb1ob 
the)' were aoqu1red. '!hie lituau on 11, ot oouree, the aatural 
oonseQuenoe ot the growing 10aroit7 ot full)' tax-exempt leouri­
tiel, and 1t sa)' be expeoted to pere11t a1 long ae &ft7 1uoh 
aeour1Ues, 'lhioh are ao1t Yaluable to taxpa7ere 1n the upper 
surtax braokete, are held b7 tax-exeapt inlt1tut1ons. 

IV. Oo.,.eroial loan1 ot lf.eaber Bpk! 

'lbe deol1ne 1n the oo-roial loan• ot week17 reporting 
aeaber banks 111 leading oit1ee, whiob ooameno1d laet Marob, 
hal llaokened during the paet two aonth1 (Chart IV). ,tpparentl7, 
Regulation V loans ba1'e 1ei'Yed eo tar onl7 parti~l7 to oftee t 
deol1nee of bank loa111 ill other QUartere. Dllr1118 the reporting 
week ended JloYeaber 11, the General Motor& Corporation drew 
asa1nat Us billion-cSollar Regulation V ore41 t to the aa011nt 
of t 50 a1111ona. Duriq the aaae we;~, ooaero1al loan• of 
week17 reporting banlte 1noreaae4 b7 al1lion1. Ia the 
following two weelte, h oweYer, o011111erolal loane dlol1ne4 asatn 
b7 t12~ a1111on1. 

!lew Regulation V or editl reported 1n reoent weeki 1nolude 
one ot t6o a1111one t or the 1ooltbee4 Alroratt Corporation ( the 
t1r1t ot euoh ore41 t1 tor the airplane 1ndustr)'), and one of 
t30 a1111ons tor the Tep Airoratt Corporation . . It 11 also 
reported that a ore41t ot t200 a1111one tor the Ben41x Airoratt 
Corporation will be arranged eoon. 

Attaohaente 
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CHANGES IN THE PRICES OF U.S. SECURITIES 
Poonta Plotted Represent the Difference from December 6. 1941 Price of Each Maturity Clan 
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l(y cl .. r Mr. SecmoWJ'7• 

In tllrlherin& the lar Sartnp Propoa, ... lla,. round thai 
the aU. ot War Lloncla to wqe •-n 1A pl'inte 1nclu.tz7 tllroup 
t.bl 8H11111 or pqroll Saving• Pl .. llae baao 80at attioiaort. IIDd 
..,., procluott.,., •• are oonoant.rat.l.Ac our atton. on tbie 8Hlua 
ot aU., p...Uoularly 1A c-ation wttll t.bl aU. ot Baoda to ·­
plo;,reaa warid.n& tor ccntr.ato ... q.,..O Oil Don,_\ c-truot.lca 
projaote, 

Pllblio aoruti.IQ' or t.bl ...U aala or Baoda to tbeea ~ 
tllro~t t.bl -.ntz7 eo tar II• ruultacl 1D ol'itiOU., which 11M 
bwn npa~ b~t to the attantiOD ot tbia Dltpart..>t. In 
orclaJ' to toraatall - ot tb1a unta ...... abla P11blio1t7, ... are 
Ullrtinc • .,.rT arran to h.,. the Pa)'J"'ll Snin&a PhD tnatallacl 
on ..,.rT acr..-taJ. cooatructiOD proJect ~t the~. 

to IIC 4 Heb tb1e1 C\IJ'J'IIIlt 1ntorut10D 1e na-&rJ tr- t.be 
oont.raot.iDc apno1aa or t.bl ao...-t to be •• &Ya1l.aba to 
OIIJ' State otriOM baton t.bl proJect i a atartacl, 

n 1e 8¥ IIDclontandinc t hat Diatriot. ~ ... ot the lar 
Dltpartaant. ruoa1.,. clirecti~a to prooaacl on conat.J'IIot.iOil projaota 
Wllicb .... ~prcmod hera 1D lubinctoD. n Will be appnoiatacl it 

46 

the Diatl'iot ~. 11po11 receipt or cliraotifta tor projaota 
ilm>lvinc 11001000 or .,,.., will s-.Uat.al¥ ad'tiM t.ba Aclio1niat.rator 
ot the lar Savinp Start tor t.bl State 1A Wlliob the project 1a 
l ooa\M. IntcnutiOil • to t he looatiOil, dllJ'at.lon, _.,t ot --r 
I.JI'folftd, Nld t.bl ccnt.ractor to wtw. the ocnt.raot 1a •ardld will 
be ftrJ balptul, 

lt. will be ot tlll'tllar ••1•t.- to tllia De.,-t. it t.bl 
Diatl'iot. ll:nCiDMra .... adrtaacl to ava .. t to all ocntnct.on 
•U'dlld ocnrtruot.ica oont.raota b7 the War DltpartaaJit, that. t.ba7 
and all t.blir INb-<:cnt.ractora 1nat.all 1 Payroll Savinp Plc tor 
W.. oon...U.nt. N><l ayata.atio ella ot Ill' Savini!• licoda to their 
Mplo7Ma, 

VarJ truly )'0111'1 1 

Tba Honoraba, 

Tba Sao1"8t.&rJ ot War, 

• • h1n&t.nn1 D, C, 

RHO 'llu01o . . 
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Dec . 1, 1942 

Dear l'ra.n.. l 

Laat J·.m.e , tl~ li•Y'I Deparl.&.ent V<>l'J 
.~n<!ll' QCro~ to cooporate t n our war DaY1nca 
p1'0~MIIII thro\~Sb l,lle plc.o. •• ent ot a plaeq..,. 
.,n ah1pa "built" by the . ar 3ond purohaaea 
ot c ' t l ea and e uuntt ea. 

'!'he pnct! cal deYel:)p!UDt Ot thi & plan 
1\a. al\00 \bat the procr&J:J Cwu.lc! be YOZ"f cre&tlY 
extenc!.6 ln acopa ~ Lntereat lt orc &nlaatlona, 
• • well me c l t ioa anc eountlaa, Cj u.ld be 1oclu~. 

I bavo in olnd auoh or0anlcat lon~ aa ~ 
J~or1oan Lo£1on , oertaln labor unlona, tbe 
ompl oyeea , ~ · & gr our , of Yor1oU& Qanuf&ctarera, 
aLe. 

~• u ·e , 1nc: 4entallJ' , expeottnc~ 1.o pl'O'liiOla 
t hle • : poneor a ll&htln& Sb!p" plan on a nc t1on­
w14e tical a 1n lle l>ru.&rJ'• anc! 1 t •oul~ be t>Oat 
l.ol..,tu.l l t •c c;,ul.cl 1ucl ude OJ:'i:&DhatLons ln 
t he 'r: ve. 

Henry 

.'be Her .... cb lo, 

4 f 
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Dec . 1, 1942 

.... "· n. Fulton 
J l rector ot War l ctlTltlla 
Outdoor A4Tertltlag Alaoolallon of .._rloa 
GO Caot 42D4 Street \. 
~•• York, new York '--\ 

' 
D.ar Ill'. PUl t oa r 

I have .....a with aaoh LllteNat tht 1oter 1a r eport 
oa OUtdoor .&4Te.•t111D& aot h ltlll t.ba ~ 101.1 1Ubalt t e4 
at tha recant • •tiD& blrt at the '1'n&a1117• 

Tbt lmpor t eMt of a oont ll11.10111, autaia.4 endenor 
ln a prot r• auoh u t ba t of tM War Sulz~G• start -
DOt be OT0r-ttt!Mt t4. 

Tbt large tna ber ot Dtl'tloipat lDc aponeonl tM 
lmpr .. elTt apace T&l• ul the D&tlo•llit U.tr bl.ltlca 
of t he cUeplUa art &ll ln41oatlTt at tbe hl.&h oallber 
ot {our Cll't;anlatlon'• e!tort ••• .tll eb w t ruat wlU 
ooa ll1111 to plt.:r the - laportant par-t t or the 
41.1Ntlou that n hat 1n tht pu t. 

SlnetrtlT r oun, 

H. l.lorf:en thau Jr 

Regraded Unclassified
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•••. 2 

~ 
5 
6 
1 

9 
10 
11 
12 

~~ 
16 
17 
18 
19 
20 
21 

2} 
24 
25 
26 
27 
28 

• 57.0 
so. 7 

34.o 96.4 121.1 
14.6 111.0 141., 
35·5 146.5 159. 
15.4 161.9 188.5 
19.2 181.1 212.6 
7.4 188.5 226.11 

111.6 2~.1 262.4 
11.5 2 1.6 276.0 
20.7 262., 29,.1! 
25.1 287. 32 .4 
27.2 314.6 350.7 
12.9 327-4 365.9 

44.a 371.3 4o6.5 
1S. 390.2 421.8 
20.3 410.5 441.9 
18.7 429.2 476.8 
27.0 456.2 507.9 
26.6 482.8 541.0 

58.7 541.6 595.0 

Saloo of Ul>ittd Sh.teo ouiaco 4.<ko 
loYeaber 1 throU&b Joyoabor 30, 1942 

Compared vith oaloo qunta for oame peri od 
(At ioouo price 1l> ail1iODI of 4ol1aro) 

lla1l7 

• ·3 $ .3 
.8 1.1 

6.7 7.8 
6.9 14.7 

93.~ 16.7 31.4 • 25.2 124.6~ 

77.2 2.6- 34.o Jl.4 108.3 

79.6 9·9 43.9 43.6 100.7 
78.2 5.4 49.3 5Q.1 98.4 
91.9 9·5 58.8 59.2 99.3 
85·9 5·3 64.2 68.2 94.1 
85.2 7.2 71.4 75.8 94.2 
83.3 2.6 74.0 78.6 94.1 

87.7 9.3 83.2 87.5 95.1 
87.5 5.6 88.9 90.6 98.1 
89.3 8.J 97.2 98.3 98.9 
88.6 1·3 104.5 106.9 97-8 
89.7 8.7 113.2 114.9 98.5 
89.5 3·1 116.9 llS.1 99.0 

91.5 111.2 131.0 129.8 100.9 
92.5 5.8 1~.8 134·3 101.9 
92.9 8.3 1 .1 146.1 99·3 
90.0 6.7 151.8 16o.o 94.9 
89.8 9.7 161.5 174.0 92.8 
89. 2 10.5 172.0 189.0 91.0 

91.0 20.9 193.0 205.0 94.1 

of tho Socretar7 of tho !roaaur,r, DiYi t iOl> of Roooarch and Stat1ot1co. 

llailT I 

• a·5 .9 
17.9 
17.7 
38.5 • S2.2 
11.9 112.1 

43.9 14o.J 164.7 
20.0 16o.J 192.0 
45.0 205.3 218.6 
20.7 226.1 256.7 
26.11 252.5 288.4 
10.0 262.5 305.0 

50.8 313.3 J49.9 
17.2 330·5 J66.6 
28.9 359.4 , 92.1 
J2.5 ~1.9 31·3 
35·9 7.8 ::2·6 
16.5 444.3 .o 

58.5 5Q2.S 536.3 
211.2 527.0 556.1 
28.6 555.6 588.0 
25.4 581.0 636.s 
36.7 617.7 681.9 
37.1 ~4.9 730.0 

79.7 7}4.5 800.0 

Actual woo f11UJ"II are 4opoo1 to with the !roaourer of tho On1 hd Stat11 on account of procu do of oaloo of 

United Stateo oa•iaco bondo. licureo han been rounded Olld will not neceooar117 add to totalo. 

\ 

CONriDENTIAL 

102.~ 
s6.o 

85.2 • 
8J.5' .. 
93·9 
88.1 
87.6 
86.1 

89.5 
90.2 
91.7 
90.9 
91.9 
91.S 

93.8 
94.8 
94.5 
91.2 
90.6 
89.7 

91.8 
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PIIIIIHTiaa M 8.-oww 
S"TAf C O f' MloCMIOAN 

• 
WA8 MINOTOH . D . C . 

-
Dear Kr . Seereta171 

I told you I vould l ot you knov about 
the offer you aa4e • •· 

I am not i n • pooition y ot to be defi­
nite . I t io ~ i nt ention to £0 t bro~h the 
clinic ~t the Univoro ity ot Mi chican immediete­
ly after J8DUAry 1 . I t hink I will be t hor o 
ebout a month, I want t o doter 11111kinc aey 
decision ao to ~ future unt il thet io oTor, 

A;:ain thenking you for the opportunity, 
I em, 

HonorAble Henry Moraent hau. Jr. 
SecretsrJ of the Tre.aau.ry 
lloohincton, D. c , 
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(lipei) H. Korpa\Ua, Jr. 

III •"*» .t tM fa I• 

.. , 'h, 

Sll?J ... ,e~ ........ 

51 

t 

CC 1n 1>1&1')' 
Cop1ea t o llh1 te 12/2/42 

Del. bJ llaJ'IIOn 5117 
12/l/42 
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TREASURY DEPARTMENT 

WASHINGTON 

II(C 1 11&2. 

Al:Ei:m:EliT !10. 1 OF 
ORDZR ~ i!::E S~C?.ETAitY o;: T • .E f:U:ASlRY 

OF AUGUST 19, 1940 

Effective as of the date hereof, para~raph 2 

of the Order dat ed August 19, 1940, relating to 
~ 

purchases of supplies pursuant t o nection 40 of 

the Emergency Relief Appropriation Act, fis cal 

year 1941, and llxecuti ve Order No . 8495 of July 26, 

1940, is horeb; revoked. 

52 

Regraded Unclassified



... 

Till SBICB!UJII c:1 THE rn:uun 
1luli1JIIt<a 

A~~~Ut 19, 19.1,0 

CIIDl!R at THE IIECR&TARr at Till TliE&8DII! 

1 . ltteotiw u ot tbe elate bereot, the Direotor ot Pro­

oureMnt ..-1 tbe Auiatent to the Director ot ~. eaa11 

are ct.a~ted .m npowred to .U. awarda aDd enter into cco­

traote tor the purobue aDd tr&DIIpOI"taticc ot auppliea, otber 

t.baD 81J"icultunl auppU.a, tor diatrlbutlool b:r Tbe .U.rloan a.d 

Crolla, ,.....,_t to S.Cticc .t,D(a) ot tbe -rpDOJ ReU.t Appzoo­

priaticc .lot tor tbe n.caJ. -r-:r 19411 Publ.1o ReaolutiCD lo. 88, 

76th cqre .. , aDd E:Dcutiw Order lo, 84~ elated .TIIl,r 216, 19.1,0, 

aa1 joint]J" with Tbe .berle&D Red Crooa to detendJM tbe IIUJ>Pliea 

to be plll'Oballd tor such pu:rpoee. 

2, No ccctract tor the purchul ot auch auppliea aball be 

entered into withoo>t prior ca.pu.ano. with lleoticc 3?09 ot thl 

Renlld Statutla, UDJ.eaa auch cCDtraot •ball haw bolD eppl'Oftd 

b:r the lleoret&rJ ot tbe Trla..u')' or u Aaaiatent lleoretarr 

) , Tbe Di.rlctor ot ~nt 11 turtber allthoriald to 

deliwr or ......., to be ct.liwred INCh 1\ll)pliel 10 plll'Ohuld to 

The .berie&D Red Crolla at euch pointe u it oball daa~te aa1 

to requirl auch e't'idence ot the reoeipt thereot b:r !be .taericc 

Red Croll u be ahal.l detendJM. 
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- 2 -

4o !be Director or Proo=-t u turther autborUe4 to 

utili• the •M"1cea or uq ottioer or •IIP101" or the Pl'OOIIN­

MDt D1Y1a1CD in 08l'l')'1q out the t1111ot1011a wbioh he 11 autboro-

1M4 to pertona Ullder th1a order. 

/ a/ B. lorpntbau, Jr. 

8eoretlr7 ot the 1'reuur7. 
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TREASURY DEPARTMENT 
PROCUNMIHT DIVISION 

WASH INGTON 

'IV : 

'2. uRA DUI TO T £ SECRETARY : -
Cur purchasing for t he "Red Cross" or r efuaee 

relief proeram, es you know, ~1ac ta~ten on befor~ we 
•ot into Lend-Lease procure. ent and into t .e field 
of r.urchasi nl b~ ne~;otietion on a lar;:e scale . l.t 
tt.al: tir.:e , i n P.u~st, lil~O, IY8 t huuaht it aavisable 
to require )OUr approval or t h•t of an Assi s tant ~ec­
retar~ in all cases involvin t •.e purchase of r ef4;ee 
relief SU?plies by negotiation, and a provision re ­
}tirin:; such n. pr oval was contained in paragraph 2 
of ~our order of Aur ust 19, 1940 • 

. ow t hat ne are handling transactions of far 
.renter magnitude by negotieti on, it hac seemed to 
~ t ha t you mi ght •~:ish to do away with t he require-

• elit Lhat each negoti~tted purchase of refugee relief 
cn1 plies be a l'vroved liy you or· by all hssistant Secre­
tar,~ , and I t hink t hat sucli a stop :ni cht safel;~ !.e 
taken . 

I IIlli therefore attac .• in fur your consi<ieration 
a p1•oposed order which would eliminate that require­
l!.ent . 

. ~ 
t:\rocurement. 

r.t.t aclurents 

Regraded Unclassified
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U£C 1 194? 

»t .......... .,.. ••• 
I ba'o 70~r lottor ot .. , .. bor Z3, 1~, aakllc 

that 1 latura 70~ ao to tho ataadarcle tt protl t 1011• 

trol applit4 1a rq Doperbatllt, u woll u tho10 wbloh, 
b~ r;q opialoa, would boat ottootuato tho pvpoau of 
•xoout1Yo Ordar lo. ia60 with roepoot to tho nogot1a• 
t1oa aa4 PtlliCOtlatloa ot oontraota. 

Purohaoo• '-r aocotlatloa, u dlltiqlahb.t fl'• 
pwoohuu aa4o altar oa.potltho ~1U1q. aro ..to 
UDdar autbor1t7 of asoout1Yo Oratr ... eoaa. Suth 
oontraet• ar• or41aar117 ooaoludtd after taet to taoo 
haliqa, tolepb011o1 hltfP'&P, or 1Dloraal wltttll 
otteu. 'lho aotholl tollo..a aad tbo -~tr of 
proapeotln oontraotora wbiob art oontaott4 will bo 
gan•all7 goYOntd ~7 tho o1P ... atlllttl blYObtd • 

.Ul ooatrooh oato~ttd roq~l.rt Ulo ooatraotor to 
oartit7 bla ooapllaaoo with appllttblo pr l ot oo11111&t 
tlld oOiltaia tho ueval ooniWlt qalatt ooAtiag•t 
t ... olaaeo. 

56 

1a plao11c ooatroott b7 DOi Otiatioa prt.&rf 
• pba•ll h plate4 upoa ~toviq 4o11nrlea or por­
tonaJuio wi tbla tbo \lao roqu1Pt4 b7 tbt war pros••• 
Contrattt art plaoe4 with oonotrna ato41a& to aequ1Po 
tho ltaat -iiata ot aoir ••hln•PT, tq~lpMatl or taoll• 
ltloa tor porto ..... • ot tho oontraeta. It • tho 
pollo7 ot tbt ProOI&P .... t D1Y1a1oa ot t ho Dopart.eat to 
anU oontraatiac tor tho prod~otloa ot · 1t~ or •hrlala 1a 
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.. .uitl.ea w ..... , 1a lhloh aauh lat.or abort.cu 
art 1alo• to aht 'llhaanar lt 1a pl'aethallh to pro­
ova U.. ae.U4 u ... or aatar1ala elatlhwe. 
Co~traot• era plaot4 ao ae t o apr ... pro4~otloa a.o11 
aa •.D.J t'1ru aa 1a roaeoulllt ucl ttadllle oouhtut 
wi th 4al1•err rtqu1r .... te • 

.lnrde art rtoo•tnclo4 and rni•t4 Ill- ofliure 
tbo11ougbl;y fmllh.r wl. tb t he itea or uhrl~ lit in& 
purobaeed and at t bie poiat prl oee are oo~a14trt4 to 
uotrhla whather or DOt thq appear to lit tlloudn. 
Aclaittl4lJ, the prtaaure or tiae 1• euob that tuoh a 
1oruti.D,J o~ot 1a all .... , lit a4equale to proteot the 
Oo•ernaent'• lntertetl on the price l l clt, ana thla, •• 
we • l .. 1tl 1• o~• of the oo~alcleratione that lt4 to the 
renegotiat on etatute. 

In all of the a'bon etforh, tht Proov-t 
IJhhlon worka TIPT oloaelJ with tha War Pro4uot1oa 
Board to brLDg allout tbl realisation of tbt o.tr ''' 
ebJtotlvtl ol the War Powva Prooaclure. 

'l'ht tr .. •urt Dt partllent •• DOt authoriaad to re­
nei otlatt oontraota until Ootolltr ~1, l~, the data of 
pa11age or ~totion 801 of the llntAlle .lot . of 1~. Prior 
to that t lat, h_".,• tblrt •e utabl1obt4 withlA tbl 
Proourutllt Dhillon of tbt TP .. turT Departaaat a lloarcl 
kno• u the Contraot Rn i n Board llhou tunotlona ..,, 
to ti&Slae all negotiatecl oontraot• and all ao~­
ntgotiattcl oo~traote ln a~oeaa of $10,000 and to deter.iae, 
in ~tneral, tbt reaaoublene•• of pr i oee paid b7 the 
Prooureaen; D1•1•1on on artlole• it purohaetcl. !bie 
Boarcl will eaerolee the authorltt oonterrtcl 111 the ••· 
negotiation law{ and wlll work 1a oooptretion with the 
Price Ujuatatn Boucle of t he i ar u cl k•t DtpartMah 
and tht Oaitt4 Statta Maritlat Cotttl atiea. 

lu.IISloh u the Dtpartalat •• gina the rtntgotlatloa 
power oa Ootobar ~1, 1~, it hta had little oocaaloa 

• 
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aotulb to r~~aeaoUah UJ ooatraeh. 1a tho oal.J 
ouu whioh han oo fu ulo~~a, tho ooatrutw lid 
oontraoto 1n .. ,h croater .. ouate with other ac ... ioe, 
tho oou.traoh wL th thie Departaoat be in& rolatholJ 
111ell. 1a oaoh of t bne oaou the acont111 ha•in& 
the gr eetoot auabor oad .. ouat of oontraoto did thi 
aotual renogotiatlag aad tho Depart.ant after 
lndopandont axaalnatlon, approYoi tho oottl .... to ..ao. 

11th rupoot to the otu4ardo of profit oontrol 
wbioh would beot otfeotuato the purpoaoo of iloout1Yo 
Order lo. Qll50, tlwl •ttor 1o one 1il whlob the D:futaoat 
io Yory intorooted and to whloh lt lo glYlng oon 4.rablo 
etudf. 111 .uggeotiona that )'OU oan .ake would be 
apprtola ted, and the Deputa•t wUl bo ploaooi to oo­
operato with 7ou 1n UJ •7 poniblo. 'rho Deputa•t'e 
Yiewe on tilt gon.ral oubjeot of eaoeoalYt proflto and 
the nugotlatloll of oontraoh uo 11t forth 1n the 
taatlaoDJ of tho Troaour7 reproaolltatiYtl at tho hearlngo 
before tho Sanato Co.alttoe Oil linanoo Oil tho .. ,na. 
aento to oeot1oll 408 of tho Slath Sup£!:deatal Jatloaal 
Dofan01 Appl'opriatloa Aot 1.114 1n Jlr. olpb Paul'• 
t oatt.GDJ boforo tho !ouoo eo..lttoo on la.-1 Atfalre 
dll'lng tho htU'ln&• oil B. a. 6780 ( .. , pac11 274<>-2767) . 
Copl11 of tho aforiiiiDUODt4 hou>lngl IODtaWng thl 
relonnt ioottaoD¥ uo onoloaoa. · 

Bon. lua11 1 . IJ'puo 

SlnoorolJ JOW"I, 

(llpei) K. KCJri'DtMll• Jr. 

Storetar7 of the TrealurJ. 

&oonQalo Stabl llaatlon Dlreotor 
l aoblngton, D. c. 

n oloaur ... 
Jllll:ll-27 -42 
JJO'C.JrtiRl/liW 
11-28-4.2 

lllt to !boapaon 
Phot o t1le l n Dlor,r 

Dol . bJ laNOn 5: 17 
12/l/42 
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TREASURY DEPARTMENT 59 

INTER O"IC& COI\04UNICATION 

TO Secretary Korgenthau 

•Ro" Randolph Paul 

The attached letter baa been pr epared for your 
signature in answer to Judge Byrnes' l etter to you 
on the subject of negotiation and renegotiation of 
contracts . 

Koat of the factual material •• obtained 
through Kr. Kaclr, and the letter n s actuall7 
drafted by Kessrs. O' Connell and Feidler of ~ 
offic e. 

I discussed the incoming letter with Kr. Sullivan, 
and it is his view that at thia stage the matter ia 
not of direct concern t o Revenue. For this reason 
Mr . Sullivan did not think it necessary that he 
pootlolpoto io tho doo!tl"~"P'>· 

Letter to Bon. James F. Brrnea 
attached. 

Regraded Unclassified
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Yroa: 

[ 

•· Palll 
Mr. Sullhaa 
S.orotar.r lorc••thaa 

Woula JOU pleuo oolla'borato a thJ.o &1111 haYO 
•-thlq Ha47 for • oa lloa4q B ll '••· 

. 
" 

60 
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TREASURY DEPARTMENT 

PROCUMMIHT DIVIIION 

WASHINGTON 

62 

December 1, 1942 

'I.IU!ORANDUlol TO THE SECRETARY: 

There i e submitted herewi th the operating report of 

Lend-Lease purchases for the week ended November 28, 1942. 

Wr. Harry Bopkina, Chairman of the President ' • Soviet 

Protocol Committee, called 1 meet ing of the Committee on 

November 25, 1942, which I ettended, and it was decided 

that a subcommittee consieting of r epresent ative members 

of the entire Committee would undertake the det ermination 

of supply problema affecti ng the Soviet progr am. The im­

mediate problem under consideretion is the accumulation of 

supplies, primarily steel product s, Wfiich are in excess of 

indicated nailable shipping. Dheraion of ce.rtain of 

such stocks and curteilment of production will be undertak­

en in order to maintein a etock suffici ent but not in ex-

cess of scheduled shipping for the USSR. 

i!M" 
r of Procurement 

-

.. . • 
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L ':liD- LZhSE 
M 'i'REI.SBY D~PART"..X: T, PP.OCUR:!ll:::'l' DIVISIC!i 
(D STATR'"!l:T OF ALLCC!ITIOJ.S, OBLIGA1'I01;S {PURC:J.5ES) i<liD 

DZLIVERIES TO FOREIG!\ GOV~RW.l:t.'TS AT lJ . S. PCRTS 
AS OF NOVEl.:BER 28, 1942 

{In J.:illions of Dollars) 

AdJJlinistrative l~i see llano ous & 
Total !! .K. Russia China Ex2enses Undi stributed 

Allocations ~2539 .3 ~·124.7 . 5 '778 .1 fsa .2 (3. 7 t451.8 
2434..3) (124:) .7) (774.8) so .2) 3.7) 353.9) 

PurcP~se Authorize- ( 1883 . 7 lOSO .O (32. 7 -.4.1 .1 - "' 19 .9 
tiona {Requisitions) 1849 .0 (1083 .4 ) 704 .2) ( 41.3) - (20.1) 

Requisitions Cleared "'1794 .4 107G. 7 (657.0 .,.41.1 - ... 1J . 6 

for Purchase (1772 .2) (1070.9) 6<0 .3} (41.2) - ( 19 .u) 

Obligations 
(Purchases) 

tl ?31.4 
1715.2) 

.;.1047.1 
(1036 .7) 

~624 .2 
(618.7) 

t 4l. l 
11.0) z2-9 Vl ) 

$ l o. l 
(1S.9} 

Deliveries to Forei gn 
Governments at U. s . $ 753 . 7 :;;59? .2 ( 131.0 '(20 .2 - $ 5.3 
Ports• (739 .0) (5BG . 7) 126.9) 20.2) - {5.2) 

*Deliveries to fo roi-n eovernment s at u. s. Por ts do not include the 
tonna~;e that is erther in stora;;e, "in- t ransit" storage, or in the 
port area for nhich actual receipts have not been received f r om the 
foreirn ~overnrents . 

··ote : :O'i,:urc~ in • aror.tf.eses e.re thoce sl.own on re;-ort of ;;ove:::.ber 21, 1J42 . 

.f 
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EXPWATION Or' DECREASES 

The reduction in Purchase Authorizations 

and .tequisitions cleared for Purchase for China 

is the result of the resurvey of the cost to 

purchase on two requisitions . 

64 
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TREASURY D EPARTMENT 

INTEit Ol'l'ICil COMMUNICATION 

OATS December 1, 19~2 

To Beoret&rJ YOrgenth&u 

,ROM ){r, White 

SubJect: 1937 arrangement with Ohina. 

1. The enclosed cable trom Dr. lung ia i n reply to your 
letter of NoYember 23 , 19~2 to 111m r egarding the tuture 
atatue or the 1937 arrangement with Oll1na. 

Dr. ICung expreasee h1e appreci ation or your 1nqu1rJ aa 
to b1e Ylewa on the future etatua or the arrange~~ent. 
Dr. lung 1a instructing Kr. Hai 'l'a-mou, one ot the 
membtrs ot t bs StabUization Board or Ob1na, who ia 
now in Washington, to call on you with new propoaala 
regarding the renewal or tbs 1937 arrange~~ent. 

You will recall that last Ootobftr the Central Bank or 
Ohlna paid ott all out standing debts \e the United States 
under t he 1937 arrangement, amounting to approximately 
$19 million. '!'his, however, still l ett the status ot 
the arrangement itself undetermined. 
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DEPARTMENT CW STATE 
WA8HINGTOH 

reply rofer to 
November 30, 1942 

The Secretary or State preeente hie compliment• to 
the Honorable the Secretary or the Treaeur, and encloeee 
cop1ee or telegram no, 140.~ dated November 30, 1942, 
rro:D the American Embaeey, IJ1lungltlng, Chl.na, v1a larach1, 
tranAm1tt1ng the text or a l etter t o Secretary Morgentha~ 
from Dr. 1~. 

Enoloeure: 

rrom Embaeey, Chungking, 
no. 1404, November 30, 1942, 

' 

' 

' 

.. 
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Dll ('R.',Y 

Chungltin3 via Karachi 

I:t\ tcd llonmbcr JO, 1042 

Rco ' d 11 :46 a , m, 

Secretary of Stat£ , 

'.ln~hinGton , 

ru:aLTE 

14041 Uovecbtr 3 0 1 11 Q , CI , 

FOR SECRST:.RY JIOnC!EilT.:.'.U :'OOJ DOCTOR KUliG 

Dea r ~~ . SecrEta ry 

I hc.vt t h e pleo.~ure Ol' rece iving, through t he 

:.merioc.n Embo.aay, your lrtE~a~.(le cxpreoaing your a:-.tio­

fo.c tion for the 11o.y in ~1hioh Chino. h::.a fulfilled her 

ob1 ig::. tiona to the unitEd St::.teo at:-.blizc tion fund 

under the 1937 a rr::mgencnt , and i n(!uiri ng uhcthcr 

thE Ch1nta£ Governocnt 110•1ld prefEr t o hove this 

orro.nge:1cnt co:1tinuc in Effect 03 othel'\71se it uill 

c.utomat1cally e~p1rc on Dcc cnbtr Jl, 1942, 

In rEply, I t:iah to cxprtaa to you my apprec iation 

of your kind me~oo.!,t ::~nd thoughtfu l inquiry. In v1c 11 

of the apir1t th:l t mo tivatEd your good aelf ond mE to 

m:lltE th1a cr;recmcr.t 1:hcn I w.1o in \'i::.s hington in 1!:37 1 

I am inatructing .~ .?~1 TE uou ~~ call on you on cy 

b Elulf 
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- 2- (.11404, llovtmbtr 30, 11 o. . m. from Chungking vio. Kllrnoh1 

bthtllf w1 th ntl7 propoDale rEgarding 1 ts rentwcl . 

88 

Vlit h lc1ndtst ptrsono.l rEgards . 

Yours SincErEly, 

H.H. K\lng 

!Jinb ttr of FinancE" . 

o:.uss 
• • • 
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fr.u\117 l>epart.Mnt 
D1••1a1on of lloMU.I'l' BoM&Tch 

Da~~ .1:! •. ?:2.~19 

111u Chauncey 

The Sooret.ary aight be 

interested i n glancing at this 

intereoting oo•pariaon o! 

Britieh war financing during thia 

laot war. 

H.D.W. 

IIR. 11111'£ 
8ranoh 20~8 - Room 2l'i 

' 
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TREASURY DEPARTMENT 

INTIUI O"ICit COiolloiUNICATION 

DAtt December 11 1942 

tr . White 

~cr . Wood 

British F'inance in the Last War and in the Present One (No. 10021 

u. S. ~bass;y1 London, 1/ov. 31 1942) 

Speaking on October 20 1n Commons on the Fourth Vote of Orecli t tor 
the current tiaca1 year, Sir Kingsley ••ood lll&de ao:ue compari sons between 
C.overnment t:l.nance 1n the two ware. 

1 . llur1ng the years 1939-42 expenditure was two and a halt ti.&es 
that or the period 1914- 17. 

2. In this war taxation baa raised 40 percent of expenditures 
compared with 21 percent in the laat wacr , 

3 . 1'he aliiOunts secured through borrowine were 66 percent greater 
in t he period 1939-42 than 1n t he period 1914- 17. 

4 . Tho small investor lent approximately "'-00 million to t he 
Oovernment during the last war and • 1, 500 milli on s o far 
during this one. 

5. The average rate of inter eat on the increase 1n the debt 
trom 1914- 17 was 5 percent, but the corresponding rate for 
1939-42 was only 2 1/2 percent . 'fhe avorage r ate for the 
tloat:l.ng debt was 4 l/2 percent in tho former period and 
about l percent 1n the latter. 

At the ti» of the speech current daily average expenditure oo the 
f1&ht1ng services was U 0. 5 llillion COQPU'ed with 1/J. ?S lll:l.llion last 
~ch. 

... -
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BRIT ISH I .OST SECJIEI' 
U.S. SECRII'T 

OPrlL No. £17 

NOT TO BE RE-TIW!SMlffSD 

COPX NO • . I j 

Information l"!Ceived up to 7 A.IA., let Decembe.r, 1942. 

One of H.ll. Trawlers shot down a F.ll. 190 off DO~Bf yeste~. 

84 

french eulaarines IIARSOIJIN and CAS.t.BLANCA o.rrived at ALGl!lliS yestard&y. IRIS bae been 
intemed at I!ARCIILO!IA. &lgbt t>Ore submarines aro reported by the Allied Naval eo.­
JIMU)ller to have 03caped from rotJLOH and may arrive at Hortb Atrl.ean ports. 

2. MILITAJ!X 

!Q!!M. 29th . OUr advance in the forward area was slowed down by 
heavy lo~ flying air attacks but pressure wao maintained aga~nst DJ£DEZA which waa 
putinlly in our hands by evening. Our troops have mnde contact with nn enemy stronc 
point ten miles woat of MA·rEUR. Allied ;>nrachuto troops have baen dropped in tho 
l'ON'f OU P• IIS Area , thirty miles southwest of fUNIS . ·rho area between T£1WlSA and 
1\AIROOAII roported clear of enemy. Our tank losses relatively light. Rl'»NION our­
rendered to the Fighting French !'t 4:45 a.m. o.w.·r. yesterday. 

RUSSIA. The Russians attllcldns froa the north along the east bank 
of the DON havo captured VSER!UCHI and have norrowed the 1-ing around the encircled 
Oormano. The lAUIUK STU'Pil encasement~ continuo between mobile forces and the Rus­
aiane are still pressing fcnmrd. 

) . AIR OP@TIONS 

WEST~ PliOtiT. 29th/30th. rllRill . About 28 tons of boolbe dropped. 
Severo icing conditione and dense haze over objective. Two bombers lliesing. )Oth. 
7 enemy aircraft shot up several local1t1ea in DEVONSHIM, HAio!PSHI!iE and SUSSEX. 
Ono waa shot down . OUr loesea 2, nil, nil. )Oth/lst. Six aircraft sent eee 11ining, 
four to drop leaflets . OQe is missing . 

FlilllCH NOR'I'H AFRICA . 27th. f'18hter sweeps fiOre flown und ell niGht 
Bialoyo bombed ZL AOUINA airfl:eld . 20th. u·.s. Bombers heavily attllcked BIZ£RTA 
docke and airfield &nd also 'Objectives at SFAX. 11 enemy t•ircraft were doetroyod on 
tho ground. 29th/30th. Wellingtons bombed BIZ..R'I'A doeko. Canualtiea over above 
~riod •· enemy 10, 2, 11. Ours 11, nil, nil. Pive pilots safe. 

_ !!tl!IT!I!IRA!IEAN. )Oth . OUr fi&htara successfully attacked airfields 
at CE.LA and COIIISO. Beauforta laid llino• in PALlJUIO Harbour. Direct bite wore ob­
tained on a 1,200 ton abip ne4r PAN'l'I'LLARIA. 

fire . 
LIBXA. 29th. U.S. Boob4ra attacked rRIPOLI (L) and sa• a ship on 
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FINANCING 

Present : ~. Bell 

Deceaber 2, 1942 
9:55 a.m. 

I.!R. BELL: I &JD a little worried about this 
publicity this morning, all these stories in the 
papers. 
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Last night lie• York asked me about aome publicity. 
I said they ought to wait until we have the figures in 
Washington. Apparently some banker outside - Perry 
Hall did not talk, but apparently some banker outside 
said it looked as though New York had a billion and a 
half, and there was another story of nine hundred 
million. 

H·.w. JR: You got rill mesaa8' about publicity? 

MR. BELL: Yea. I would not have done it, any­
how. 

It we give out these figures , I think it makes 
it look worse. 

H.K. JR: What figures? 

MR. BELL: '!hese figures I gave you last night, 
seven hundred and forty- five million. 

H.M. JR: Why give them out daily? 

MR. BELL: You see, these boys think you ought 
to have something eoing every day; trying to keep 
people inter ested and enthusiastic. 
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H.Y. JR: Let's do the publioit,r last, and I will 
have the publici t.1 men in last. Can I do that last? 

MR. BELL: Sure. I didn ' t know you had something 
else. 

H.II. JR : Slould we do anything about calling up 
the banks, or anything? Should I speak t o Eccles and 
find out what he is going to do? 

UR. BELL: That is part of this program. I just 
talked to Bob Rouse, and I asked him what good he 
thought it would do to give out the bank subscriptions 
to the one a.nd three-quarters. He thought it might be 
a good thing to give out the bank subscriptions up to 
this point , to show them that they had not come through 
with two billion. But I don ' t know what explanation you 
would give for it. 

H.M. JR: I don' t like that. 

MR. BELL: We have done i t before . I would like 
to get across to the country that t~e banks have not 
yet subscribed for two billion dollars. I f we could 
send each Federal Reserve--

H.II. JR: If the thing goes out, then it i s a 
fai lure - I wouldn't give anything out . 

J&R . BEll: There might be danger of ·that . 

H.U.JR: I would not give out anything on the 
banks . 

!JR. BEll: I tell you what we can do. We can 
get the mai l reports at ~bout one o ' clock f rom 
01ica.r,o and New York, which are the big ones, and 
see how they st and. We can ask for a three o'clock 
report from all the banks, and tha t will give us 
another hour ahead. 
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I think the thing will go over, but I think we 
ought to be a little surer than we were in October. 

H.M.JR: You haven't ' got the thing by districts? 

MR. BELL: I have it downstairs. Kilby has i t, 
I will get it. 

The four o' clock report yesterd&T showed that it 
was eight hundred and thirteen, and they think it may 
be up another hundred million in New York. 

H.J.I. JR: How mch? 

KR. BELL: Eight hundred and thirteen was the 
four o ' clock report, and i t may be up another hundred 
million now. Rouse thinks today 's mail is going to 
be heavy. We will not know that until around twelve 
o'clock. 

(The Secretary held a telephone conversation with 
Mr. Eccles, as follows:) 
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Dec .. ber 2, 1~2 
10100 a ••• 

J!XJrl Bello. 

Operator! Chainaan &colt~. 

J!XJrl Bellot -Marriner 
Ecoleez Bello. 

BXJrz Bello, Marriner. 

II 

II 

IDIJrz 

1: 

JDUr1 

l: 

IDUrz 

1 : 

BlUr: 

l: z 

IDIJr : 

Good .orninc, Heni'J . ; 

Good IIOrniiiC to :rou. Bell and I are a1 Uing 
here. We were talkinc o•er how 8anJ· bonde we ' d 
eold :rt~terda:r t o the bank e •• •• 

Yeah • 

•.•• and it 1 e eoaewhere between e1ght an4 nine 
hundred aillion. 

!bat wae up to the t our o 'clock report, vae itt 

Well, 1t vaa e1ght hundred and thirteen ••• • 

leah. 

•• • • and then Bell tb1nlte another bundred aill1on 
oaae 1n .].ate. 

x ... 
l ow ha•e :rou got 1t there b:r 41atriotat 

l o, I ha•en 1 t. All I got va e what Bell g&Ye ••· 
You aee, we don't get 1t. It oo••• in t o Bell. 

Well, what I'll ha•e hla do 11 to phone 1t oYer 
to :rour eeoretar:r and abe can tJPe it down. 

Yeah. 
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II 

RX.Tr1 low .what I \bought vae th1e, I thought we - juet -
I'• juet th1nl1DC out loud -- that we ought to 
walt untll the laat ainute. We go t the third da'i · 

Regraded Unclassified



II 

IIIIJr: 

I I 

JDIJr: 

1: 

R11Jr1 

1: 

JDI.Jr : 

li:l 

R11Jr1 

E: 

IIIIJr: 

E: 

JDI.Jr: 

1: 

HIIJr: 

1: 

JDI.Jra 

89 
- 2 -

!bat'• rlpt. 

And lf eoae of the 41etr1ot• don't look eo cood, 
I wondered lt 7011 1 d llke to oall up tbe preeldente 
of the red. 

I 11l be glad co. 

Seat 

I•a Juet •• anxlove to ••• 1 ea set lt OYer •• •ft7-
boc1J. 

Row Bell aa7e Ulat there'll be a ull report 1n b7 
noon. 

Yea. 

But I don't know wbether 7011 want CO waH WlUl 
that or wbether 7011 want t o etart thle aornlns on 
eoae of thea. 

Well, New York I thlnk wlll be all rlght. 

Yeah. 

And, of oouree, ln the wen 1 t wollld be an hour • • •• 

Yeah, later. 

!llere - there'd be a ohaqe. I' wollld be •rl7 
enoup there, 7011 eee. It wollld onl7 be - at noon 
lt would be ten o 1olook ln San Franoleoo, and • • • . 

!be thing - wbat we'd ea7 t o thea ln thelr en­
thud•• on thle flotol'7 Fwl4, the7 1 re kind of 
OYerlook1ng the banka. 

Well •••• 

I'a not worried thle tlae, but I- I don''···· 

I - I thlnk - I thlnk thh, that the - the7 alW&Je 
wa1 ted before Wl ill the • • •. 

Yee. 
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JDIJr: 

1: 

BMJr I 

II 

JD1Jr1 

E: 

JD1Jr1 

E: 

HMJr1 

E1 

!DIJr: 

1: 

BlWr1 

I I 

IDIJr: 

II 

RICJr1 
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- '-
• •• • until the laet - wben \he7 had two 4&Je, the7 •• • • 

R1cbt. 

•••• the7 al~e waited until the laat 4&7. 

But we had the 1ntereat runn1nc qa1net thea, and 
we thoueht that • • •• 

I - I tb1nk 1t 1 a well to be - 1 t 1 a oerta1nl7 well w 
be a 11 t .tle b1 t oa uUoua. 

Wba t I -• tb1nk1 nc of, 1t 7ou had the t1ae to call 
up eoae of theae fellowa and aa7, "Well, how are 
tb1n&a 1n 7our 41etr1o\t Are 70u worr1e4 or wUl 
the7 be all r1gbt7 1 7ou ltnowt 

Well, I'd 11ke - I'd - 1t Bell w111 aend that - that 
o•er • .. . 

Yea. 

•• •• aDd • . •• 

Be w111 • 

• • •• then I'll - I'll take a look at 1t, and aee bow 
the peroentaaee are. 

Good. 

'ftle7 run - theJ uauall7 ha•e a relaUonah1p, and 
1 t w111 ahow eoae of th .. , of oouree, that _, be 
out of 11ne. 

R1cbt. 

!ho ee that are out of 11ne, wh)" I'll be glad to 
call up •••• 

low •. • • 

• ••• and Juet ae eoon ae 7ou get the 1nfo~t1on on 
the noon report, 1t 7ou1d l1kew1ee c1•e that to ••· 

Be w1ll. low the - I 11ke the 
1n lanaaa 01t7 and St. Lou1e. 
there to aee th•. 

ada. I waa out weat 
It looked good out 

.. 
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IIICJI'I 

I I 

RXJr: 

1: 

IIIIJr: 

II 

1111Jr1 

II 

IIIIJI'I 

II 

91 
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I wae up 1n - I vae up 1n Jew Yo~, aDd, ot 
oolll' .. , the7 au bad a tllll-P«se dhpl&J, a~~d •••• 

I th1nk the7• • • • 

•••• 1 t vae Yei'J e1111)le - I •ea~~ a YII'J olear Uate­
•ent. An7l:lo4J oollld undere\alld U. 

· Yeah, I tllink the Fe4e. 41d a - d1cS \18 a real 
aarY1oe on that. 

Well
1 

I - I - we were glad to do 1 t. We - we ( laupe) 
41dJI t set lllloh U•e. It oerta1nl7 put - tt 
oerta1nl7 put - attar 1 t wae deo1ded Batt1agton 
called •e up aDd - and I bad to set u thl'oup the -
bad to set 1t thl'olllh the Board 1n a blc hlli'I'J to 
set th .. to een4 that w1re out , aa4, ot oov .. , the 
r .. ai'Ye !:lanka - the7 all - tba7 all aa.e thl'oap 
all 1'1Cht, l:lut , Of OOili'B&, all th&7 dld ft& put UJ! 
the •one7. · 

Jow we're not s otns to - we're not so1nc to ea7 
aDJthlnc tod&J u to how lllloh 1e 1n, ••• 

I wo\lldn 1 t aa7 aDJthlnc. 

Jo, l:leoau .. I telt 1t wollld l:le a ~atalte. 

I- Ieee no reaeon ••.• 

Jo • 

•••• to ea7 &n7Cil1DC about 1t, beoauee •.•• 

Be t1•e enouch to~I'I'OW n1cht. 

Well, eYen Chen I'd thlnk al:lout 1t. 

Yeah, well ••• • 

Beoauee all - all 7ou 1 Ye ea1d 11 7ou're co1ns to 
set a - t9 l:l1ll1on dollare. 

Yee. 

Ien't that r1cht' 

1'hat 18 r1pt. 
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IDIJrl 

IDI.Jr: 

- 5-

Mow I - I ~ 1 ~ alp~ be a 1004 Uae •7bt ~o 
aTo14 ••~bl1tb1ftl a preoe4en~ and taJ1DI Juet 
llow auoh 70u get froa tile banke. 

Well, I 14 like to ~lk to J OU about tllat after we 
take a look at it. 

Ieall. 

And I will talk t o J OU about 1t before I a&J aDJ­
tll1ng. 

E: I tall. Well, oka.7 tllen. 

IDCJr: Well, tllank J OU. 

E: All r1pt. 

-
92 
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H.M.JR: He agrees with ~e on the publicity . 

(Tne Secreta~ held a telephone conver sation 
with Mr. Buffington. ) .... 

H.W. JR: Now I am going to get hold of~. Roy 
Blough and go to school. 
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BIWrl 

Ou7 '· ltlnriql 

III&Jr1 

I I 

III&Jra 

1 : 

Ba 

BIWrl 

II 

IDIJra 

B: 

BIWra 

B: 

1111Jr1 

I a 

BlUr a 

I I 

••• 
Woll, I 1 4 liko •• •• 

Deo.-or 2, 1,~2 
10127 .... 

I'• 'baq 'b•t 1t 1o Ju•t r ovU11o etutt. 
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Woll, oo1114 J Oil -0 O'fOI' , 0114 I tol l TOll who t 
i t 1 o a'bollt 00 JOil 0011 'bi'1JI& O'fOI' OQO aa11 wit!a 
J Oil. I - I VUlt t o 1Wd7, 'bot!a t roa taao atall4-
poillt ot t ho i D41'fi41l01 aa4 the oorpont1o11, 
what he 1 o l Ot to 10 thJ'O.p IIOJI~ 7•1" to a.ko 
out hh inoo .. ua 1D tho ••7 ot paper work. 

Yeah. 

All4 alao if - wllate•er plall we reoo .. ell4, tibet 
wo 0011 4D to aako it - the ainiau effort, J Oil 
eee - a441t1oDal paper work. Bel l ot An4 Vbo 
wolll4 7ov 'brine 011 tllatt Who'• J Oill' beet .. Dt 

Well, I'•• l Ot • ••• 

8ee14el J Oill"IOlf. .. , 
Bea14ee J Oareolf, ~·e 100A o•or theret 

Well, UUe wolll4 lla'fe to 4D with the oollootore' 
oft1o11, wolll411 1 t ut 

Yeah. 

Uh hllh. 

Who kiiOWI that ltllfft 

You aeaa tbe • • •• 

Woll, I ... taae .. o11a111oa ot wbat a oorponUoa 
or 011 1114h14aal llae t o 10 thi'Oillb· 

Yeah. 
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IIIIJrl 

H: 

RNJr: 

HI 

JDCJr: 

H: 

IIIIJr: 

H: 

1111Jr1 

H: 

HMJrl 

R: 

RMJr: 

H: 

IDc.Jr: 

HI 

BliJrl 

H: 

BliJrl 

HI 

RIIJr; 

H: 

- 2-

• 
Colle~t1on ot Y1otol'J tax an4 all tbat. 

Yeah. Well, ot oouree, Mr. Sohoene-.n 1e 1n 
obarge ot the oolleotor• ' ott1oee. 

Yeah. 

But there'•- George Sohoeneaan. 

Doee he know thle atutt' 

'l'hen the tol'lla - tbe torae, ot oouree, there' • 
another oo~ ttee tba t handle a the t o:r.e. 

Who'. tbatf 

Dr. A&kiaeoD. 

le•er hea1'4 ot h1a. Be' • got t ol'lle' 
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Well, he- he'• the aan that tunot1one on gett1n& 
up our to:r.e t or an7 - when we change, wh1oh we 
h&Yt to ohange about t1tt7-one ••• • 

I ••• · 

•••• tor the•• '~2 taxee. 

Dr. Atltineon' 

Yeah. 

Well, br1ac h1• &lone. 

Yeah, all r1pt. 

Can 7ou get oYer here b7··· · 

Pronto, 7eah. 

Pronto. 

(Laugbe) Yeah. 

Ooo4. 

(Laugbe ) All r1gbt. 

All r1ght. 
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TAXES 

Present: Mr . Gaston 
Wr. White 
Mr. Paul 
Mr. SulliTan 
Mr. Haaa 
Wr. Blough 
Mr. Helnring 
Mr • .Atkeaon 
Mr. Scboenaun 
)lr. Woone1 
Mr. Wager 
Mrs . Klotz 

Dtc .. ber 2, 1942 
11:00 .... 
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H.W.JR: The reason that I aeked 10u people to get 
together - thi s ia the first time I have bad a chance, 
since I have been back !rom England, to begin to think 
about taxes and this whole tax question. I have been 
doing a lot of thinking about it, but there are two 
things that have brougnt this to a bead. 

One was 1esterda1 when Bell and I.went up on the 
Hill and aat in on the ~d Committee bearing and saw 
the various forma which were presented t hat the buai­
neallllan baa to fill out todq, and Harold Sllitb aat 
there and did not ••1 that all these !onaa bad to paaa 
through the Central Statistical Board and han hia atup 
up in the corner. This IliaD aat there representing the 
drug interests, and he eaid, "I am Juat not going to 
!ill thea out . 

They said to him, "What will happen to 1ou?" Be 
said, "I do not know, a.nd I do not care·. I am juat not 
going to !ill th .. out.• 

He said, ~e have tried for two aontba to get a 
coat accountant and we cannot get one, and we are Just 
not going to fill thaa out .• They happaned to be OP.A 
thinga • 
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llR. GASTON: Waren' t they WPB? 

H.M.JR: No, they were CPA; they were on the ques­
tion of changing the alee of a bottle of drugs, and the 
ingredients . They asked this question: Of a certain 
ingredient, how many of these things does yo~ competi­
tor sell? The fellow says, "How do I know?" 

Vlell, of course, they haTe got to get certain in­
formation. \here I think CPA made the mi~take, they 
never eat down with the drug industry and asked, "Can 
you, as an industry, tell us how to get it?" - and ao 
forth . 

The point that was illlpruud on me, and I hap(lentd 
to aay the a11111e thing out at Kaneaa City, ·ia that 1 t 
gets to the point where the businessman will say, just 
like these f el lows said, flatly, "I am not going to 
fill out these things; throw me in jail - go ahead and 
~ut me in jail . " As the private said to the sergeant, 
This is the A~, go on and break me, I am a private.• 

(Laughter) It is the same thing. "Go on, put m11 in 
jail." 
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Now, I do not want the Treasury to take this thing 
on the nose if we can help it. Approaching whatever 
we are going to do next year in taxes, I certainly want 
to study the thing. ibat does this do to the individual? 
A.fter all, I am the hired man of the taxpayer. It ia 
not for me to sit here and aay, ~~need ao ma~ more 
billions in taxes and to hell with the taxpayer; be can 
find a way to make tham out," The answer to the whole 
thing ia, they are not going to make thas out, and thoy 
may not pay their t axes if the thing gets too complicated. 

There was not a single Senator there who - I was the 
only person who spoke up. I eaid, "After all, Mr . Chair­
man, surely you are going to aek somebody from CPA to 
come up and tell hie aide of the story. There are 
alwaya two aides to everything, • He said, "Yes, yea, 
but we have first got to hear the complaint. • 
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He makea the front page, and then, by the time 
that Henderson'• people catch up to thaa and get a 
chance, the damage ia done in the minda of the public. 
But there waa not a man there but what waa wfth indua­
tr;y. 
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I had an hour with Blough, and, as I understand 
it, there is nothing particularly new that anyboay in 
the Treasury baa in aind as to how to raiae these taxes . 
It ie a question of taking any one of four de~icee -
the thing that we took over acrose the street to 
llr. Byrnes' c~ ttee. But in starting this progru 
I want these people here to study the thing first . 
We are the hired men . How can we get this money with 
a minimum of disturbance? That ia the first thing. 

Now, in going over· thia thing frcm the standpoint 
of the individual - what we have done - our record is 
not too hot. Now, Roy gave me the whole business, 
going back to when I first recommended fifteen percent 
withholding, and I want that thing restudied from the 
standpoint of what ie going to happen to the indi~idual 
this caaing year. I told Roy, when it canes to the 
company making out the Victory Tax - I don't know 
whether you people aade any atudiea the way you did 
originally- how mant hours ie it going to take for a 
company employing a hundred men, or five hundred men, 
to do this thing. The drug industry made studies of 
how many hours it takes to fill out these things. 

MR. PAUL: The Victory Tax is not our tax. 

H.~.JR: Yes, but we are here - what I am trying 
to do ia, Paul , I am tryi.ng to do a job for the tax­
payer, and not just to drain the last drop of blood 
out of him, and if Helvering'e people tell me t his mean• 
so many additional hour a for the buaineaaman, and so 
forth , and I have that, why can't I say, just the way 
the drug man said - why ca.n't I cane out as a ~bampion 
of the buaineuman and say that tbia i1 impoau ble? 

.. 

... • 
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MR. PAUL: Our record ia that we oppoatd it largtlT 
on t hat ground. 

MR. GASTON: But we have to oo!leot it, --,;.M.JR: But we haTe got to collect it . Schoen .. an, 
here, is in charge of the offices, and SulliTan is 
responsible to me to keep these fel low• happy. I am 
putt ing myself on record that I want to know which of 
these things are an undue burden. 

But whan you c011t in to me and eay, "Well, Mr. 
llorgenthau, this thing ia an undue hardship in the 
way of taking so aany houra,• and so forth; you han got 
to ID&ke an alt.ernati n sufgeation. You cannot au at 
knock ott a couple of bil ion dollara and say, ~is 
i s no good. " See? 

Now, before I leaTe this 1tandpoint, instead of 
just going out and collecting the t axes, let ' s t hink 
about the factor a little bit, and put ouraelTes in the 
frame of mind that we are the nnant of the taxpayer, 
not hie leech. 

MR. P!UL: VIe hen been talking along thia line -
llr. Geston and llr. Blougb and I - for l tTera! weeka, 
and that is one of the reasona whJ we haTe been re­
studying the Rual plan, and Tarioua things like that. 

H.M.JR: Fine. I am just getting in on it. I 
haTe been spending three weeks making plana to raise 
nine bi llion dollars. The thing is in the works, now, 
and the rest is up to the American public . Now I am 
going to get in on the taxes . 

lo!R. HELVERING: You understand that we send ~ut no 
quest i onnaires except to keep control of sugar rahoning 
and things like that to cert ain people who handle that . 
We 1end out no questionnaire• to t i l l out ot her than 
the t ax return. 
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H.W.JR: I am not t hinking of questionnaires . Look, 
what I would like to haYe ia Atkeaon or saaebodl bring 
me in a aet of books, or take me to the factory, !nd 
as I understand it, Atkeson passea on the form. Is 
that right? 

YR. !TKESON: I developed thea, Wr. Worgenthau. 

H.K. JR: Take me to the factory, to a depart.ant 
store, or any.here, and l et ae ait down, and I would 
like to know what thie aan has to do, as far aa the 
Treasurt is concerned, to pay his t axes. I mean, I 
want to go through the operations m¥Belf . What baa he 
got to do? 'hat doea hia Victory Tax mean? How ia 
the indiYidual going to fare next year? What about 
the working man who haa got an income of fifteen hun­
dred to two thousand dollara - what is he going to do? 
How much does he realise? My boy, Henry, said, "Why 
don ' t you use thia man in OWI that you used before to 
make this surYey?" What ia his name? 

MR. HAAS: Likert . 

H.K.JR: He said, ~y don't you uae Likert?" I 
was talking about this thing. How do these famili es -
bow conscious are they of this thing, and wt~t ia the 
t7Pioal. American - you hllowa han been talking day 
and night about haYing to get the group from two thou­
sand to three thousand to atop apending. 

All r ight, you all sit here- including myself­
in a awiYel chair, now, what ia thia family who has got 
this thing right on him, what are they doing and how 
conacioua are they of thia thing, outside of the cir­
cular which you haYe aent tham? We are going to find 
ouraelvea the butt of thia whole thing, and I am not 
going to be the butt - or the goat. 

MR. HELVERING: Well, if it ia a mat t e: of the 
various questio~airea that are aent to busunesamen, 
you are not guilty, aa far aa I know. 
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B.K.JR: That isn't it. I mean, they spoke about 
one thing, the alcohol tax, to get money back on alcohol. 
They described what they had to do and I interrupted 
the fellow. I said, "It se.ae very reasonable to me 
in view of the unfortunate instances we have bad with 
WcKeaeon Robbins and a f ew other people in your industry.• 
I said, "That ia the minimua we have got to do and we 
are going to continue to do it •• long aa there are 
crooked people in your induatr1." 

I said, "It ia too bad, but there are crooked 
people in the drug industry, and the questions that we 
are asking about you people using alcoho~and so forth, 
ere the minimum that we have got to ask. Somebody 
eaid he got off on the wrong foot and he dropped it. 

WR. PAUL: Our record ia vary good. We opposed 
t ha t differential on the very ground that you--

H.K.JR: I am going to go through it all once more. 
I want to approach this· thing for the coming year. 
What ie the status of the individual sitting at home 
who is going to have to pay this tax, how prepared ia 
he, and bow conscious of this ia he? 

Now, what about the businessman - what baa be got 
to do? Bow many boura i a it going t o take bia to do 
tbie thing. We have got people like Likert, who are 
trained, to go out . R~meaber when we bad this discussion 
about the affect on the factor ies of compulsory saving, 
we sent what' e-hie-nue out, didn ' t we? 

WR. PAUL: Friedman. 

MR. BLOUGH: On the colleotion at the source we 
had Mr. Atkaeon, Friedman, and a bunch of others . 

H.W. JR: Well, that kind of thing. Now, have I 
made this point clear? As we are going into this 
thing now, you will ue more and more of me from now 
on, ae we go along. So much for the approach from the 
angle of the taxpayer. 
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Now, the other thing that I want to say is this , 
I don't know bow many of you beard Raymond Gram Swing 
and listened to this new social security program last 
night on the radio. Did any of you hear him? 

MR. GASTON: I didn't, last night. 

H.~.JR: As a result of that, I am just wondering 
whether we can' t take a brand new look at the social 
security thing. Now, what they are proposing in 
England is not only good for today, but it is good for 
the post war, and it has many advantages over straight 
c~pulsory savings because nobody haa thou~t out caa­
pulsory savings and what it does. Every s1ngle person 
1n England is going to be insured. They are going to 
ge t unemployment insurance; they are going to get sick­
ness insurance, and the whole business . 

Now, the beauty of the s tud¥ of the social insurance 
over something else - is that on the books, Guy? You 
have got your mechanics . 

WR. HELVERING: Yes. 

H,W,JR: It is there; it wouldn't be an additional 
burden fr<& the sta.ndpoint of machineey, and it baa 
got tbe--

WR. GASTON: Unless you go to complete coverage. 

R.K.JR: We will just extend it , 

WR. StiLLIVAN: Expansion of already existing 
machinery. 

H;K.JR: The farmers would have to come.in. ~oy 
said that you will get opposition. I said, I don t 
think, Roy, that you will get opposition on this, if, 
as an alternative, you said, ' Look, gentlemen, look at 
the Victory tax; this means to a man who is employing 
a hundred men, or fitty men, that be baa to do so manr 
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hours of bookkeapinf• aa oppoatd to tbia method where 
be baa alreadf got t, and lt just meana an extension, 
or any other plan which ia new which haa been suggested.'" 

Now, ea I aay, lir. Swing u.id he didn't have the 
whole thing, but to me, thiniing now that t he war is 
not going to be a tin-year war - I am 11illing to ea1 
that I think we will win it in '44 - I feel quite 
differently than I did when I used to think it was going 
to be a_t least the )'ears. 

I would like to •11 to thtat people here 11bo art 
s tudying this tax thing - and another thing on the 
social aecurit7 - I think I am r i ght - I think it would 
hit the volunteer war bonds much Ieee than &Df other 
plan, and has that additional attraction . You just 
can' t brush the volunteer thing aside, and what the7 
are doing on publicity, and so forth and eo on. 

Incident ally, Harold, you ought to circuiate that 
San Francisco paper. 

liR. GRAVES: Wt art going t o do that . 

B.K.JR: I mean to your own Treasury crowd. 

Now, could I auggeat to those people who art atud)'­
ing it - I want you to know how I feel . I would like to 
find out how much additional aoney we can get t hrough 
social security if we do what England baa recdaaended -
go frca the top to the bo ttoa, and wba t ia the maxiJaUII 
that we could get out of that. I would like to aee that 
fir at. 

liR. PAUL: i ll right. 

H.li.JR: ind then aay, "All right" after we ben 
done that - I think if you take people that are working 
over there - my gueaa ia that this would appeal to 
Benjamin Cohen, and I think it would appeal to Lauch 
Currie . Don't you thi~k so, Harry? 
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MR. WRI TE: Certain parta of it. I am not sure 
tba t I--

H.K.JR: I mean the aooiil 1eourity. -MR. WHITE: The principle of old-age pensi on& 
is not an insurance principle . That i1 why I aa not 
certain that we are talking about the aame thing. 
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H.M.JR: He aaid that twentr- f i ve percent was con­
tributed. 

MR. ~~ITE: But there are possibilities in that 
di rection . 

H.W. JR: I will put it this way. If we used as 
a possibili ty the social security thing as a keystone, 
sick benefits, unemployment, old age, and all the 
other tbinga, what would. be the very ma ximum that we 
could get out of the thing? 

MR. WHITE: I think it is a very good idea to ex­
plore the possibilities. 

· H.M.JR: Then, when we are through with that, how 
much more do we need) and where can we get it, with 
the ainiaa of i rri tetion t o the taxpe,yer'l 

MR. SULLIVAN: You aJ.ao have the poseibilit7 that 
you may be able to abeorb the Victory Tax and erose that 
one off the book& . 

H.M. JR: Yea, I said thet to Roy. Roy said, -what 
about the Victory?" I said, "If we make the study there 
is no reason why we could not recommend that that thing 
be crossed off the books.• 

MR. WHITE: Saving with a social purpose is what 
you are after. 

H.M.JR: Yes, because, Harry, the trouble wi th the 
COIDpuhory thing ie the t nobody I have met - most likely 
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somebody baa the answer - but from 11.1 standpoint, nobodf 
baa come in and said, "This i l compulsory savings and 
this ie the ·way we help the f ellow, ae to bow he should 
receive it." It ie just a straight hand-out sometime 
after the war is over, and you can be sure, just ae 
sure as I am sitting here - and I am saying this only 
in the room, because when I get on my feet I deny it 
before an audience - that thie compulsory savings -
it baa already been asked - will be frozen when the war 
is over and they won ' t get it. But if it is social 
security, and you have got this vast number of old people 
or sick people, Congress is going to have an awfully hard 
tU.e saying th~t those people should not be paid. 

It is very easy if the then Secretary of the Treasury 
says that it means additional taxes and this, that, and 
the other thing, and somebody says, "Let' s freeze it for 
five years . We won't pay anybody on compulsory savings . • 

MR. SULLIVAN: I have been saying that all alolg, 
Mr. Secretary • . 

~R. WHITE: Only if there is prosperity. 

H.W.JR: The ar.gument, Harry, is that if this t hing 
is broken down in si x or eight di fferent benefi ts, it 
i s very much harder to f r eeze that than it is the other 
thing. 

WR. iEITE: This is a superior objective for sav­
ing, I quite agree. If you can find something that 
would call fort h various savings and would be the instru­
ment of an extension of social security along all the 
linea that you have spoken, I think it is preferable to 
outright saving, and a return of the funds in the post­
war period. I think so . 

H.M. JR: I juet wanted to throw it at the. people, 
I wanted ~r . Helvering and hie people to have 1t . I 
want you .to think about it, talk with each other, and 
then in a couple of days I want to tal k with you again. 
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MR. WHITE: But the magnitude, llr. Secretary -
lot's bear that in mind - mf horseback opinion is that 
the magnitude of any scheme of social securi ty extension 
which you can have is far smaller than t he ma!!lli tude of 
the compulsory saving which we all feel wouldobe necessary 
if you adopted any scheme. 

H.l!. JR: I was talking with Roy. We were talking 
about -well, it gets down to how much you can get, you 
see, and all the rest of the thing, but this is just the 
opening gun, that is all. I think I am throwing - at 
least I am giving 'l11l own feelings as of this morning; 
and I didn't want to meet with you in a week and find 
that we were way, way apart. Thoro are two things which 
have hap~ened to me . One was the reaction of the Congress 
to a bus1nessman who says, "To hell with the Government· 
I am not going to make out the forms; throw me in jail, ' 
and the leading Senators of both parties sitting there 
and saying, "Wonderful, wonderful." Vlhen you get to 
that point a fellow has to sit up and listen. 

lm. SULLIVAN: I wanted to inform you on that very 
point. There was a bill that wont through the Senat e 
requiring all forms to go through the Director of the 
Budget. A particular exemption was made for the Treasur,y, 
and in the report some very flattering comments were 
made on the way in which the Treasury had handled con­
fidenti al information that it received from the taxpayers. 
The exemption in favor of the Treasury was stricken out 
in the House, and the bill was to have gone through 
Monday, but I stopped it. 

t!ow, under the bill as it now stands the Director 
ot the Budget can say to Mr. Helvering, "Your corpo;at ion 
income tax return will have to include twelve quest1ons 
that WPB wants answered and fifteen ques t ions that OPA 
wants answered," and we think i t is ruinous. I am seeing 
Senator Murray this afternoon, with a memorandum on 
keeping in our exemption. 

H M JR· After what George listened to yesterday, 
I would go ~p there and tell George about it, because he 
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eat there 7eeterda7 at this hearing. 

KR. SULL~lN: I will be glad to. 

H.II.JR: I would go and see &rrd and George, 

KR. SULLIVAN: I will. 
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H.K.JR: You should see those two people, because 
the1 were both there. 

J.!R, SULLIVAN: I will be ney glad to. There are 
three parte of 2rea8Uf7 affected; first, the Bureau of 
Internal Revenue, the Comptroller--

H.W, JR: I would han felt eiok at the et011ach 
if I had been Harold Smith and had all this stuff laid 
out there. He admitted that he didn't know about half 
of ~t. He was in a - I mean, 10u have a central eta­
tietical organization, and this stuff - he grabs all 
this stu(f -the Director of the Budget wants all this 
power. He has eo much that he can't administer it. 
That ia his trouble; he can't administer it. 

MR. SULLIVAN: He would have virtual control of 
J.!r, Helvering'a operation it this bill went through 
tbie we.1. 

H.K. JR: After this length1 speech on rq part, 
dou aeybody want to uke &111 co-ente? 

MR. HELVERilfG: )lr, Seoretaey, the only thing 
that we ao on all our tax forms is to get information 
that is absolutely essential, in our opinion, to 
admini ster the partioular tax. 

Now, take the Victoey ~x - of course, for the 
emplo7er it means on hie machine an extra column to put 
on or take off the five percent. lith ue , though, it 
means a larger job, beoau~ we have to f igure all the 
credit.. 

MR. PAUL: And iou have so Ull1 more llilllon 
taxpa7era, twent,y- aeven up to forty-aix allllon, 
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H.K.JR: Now, Guy, to what business house around 
here can Blough and I go, sit down with the fellow, 
see their books, and go over this? Could you arrange 
it? . 

KR. BLOUGH: You had a couple of interestin~ concerns 
here in town that you were out on. o 

~. A'IKESON: 1he Washinrton Gu Light Company. 
They .seem to be prett.y well s£affed, and they have some 
veey capable men there who would be most helpful. ,.. •• 

H.)(. JR: What company? 

KR. A'IKEOON: The Washington Ge.s Light. 

H.M. JR: That is one. 

YR. BLOUGH: That is a public utility and a well­
organiEed one . You would not get a typical picture 
there. You would get a picture of what a well-organized 
company would do. 

MR. ATKEOON: I think the revenue agent could point 
out one or two. 

loiR. JlOOIIEY: I think so . I have this in mind. \Ve 
had a letter from the comptroller of Woodward and 
Lothrop, President of the Association of Comptrollers . 
He asked representatives of the Bureau to be present 
at their meeting, to be held the other evening, so they 
could discuss the Victoey Tax and the work they would 
have to do, what plans they would have to make in order 
to p~ this tax, and what bookkeeping records they would 
have to keep. We did send a representative to attend 
that meeting. Now, I think that Woodward and Lothrop 
would be an excellent organization. 

H.X. JR: He is the head of the Comptrollers' 
oreaniution? 

IoCR. l.!OONKY: Yes. 
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H.V.JR: ill r.ight, we will go to the Light 
CompallJ' and to Woodw&rd am Lothrop' a. I wan{ to go 
to the comp&lJ1. Got &nother suggestion? Give me 
three. 

)IR. VOONEY: Here in Washington? 

H. M.JR: It is easier. It does not have to be . 

WR. BLOUGH: ! factocy would be good. 

)IR. IIJOllEY: I would like a little more time on 
that . 

ll.)I . JR: Give me a factocy that is 110rking on 
war work. 

ldR. GAS 'rolf: Glenn JU.rtin in Baltimore. 

H.V. JR: We could go over to Glenn Martin. 

MR. ATKESON: Mr. Secretary, might I inject this 
here. You made a reference to these people with from 
two to three thous&nd dollar incomes, end I think you 
were concerned with the record work there. You will 
recall, of course, our simplified form that we 
developed a couple of yee.rs ago. Practically all of 
the salaried people from wham these people receive 
their oanpensation will receive a duplicate of &n 
information return at the beginning of the year, after 
the close of the tax year; am that is practically 
all the information that that type of taxpayer is 
required to keep or have to make out his tax return. 

··In other words, the oomp&ny keeps the records 
for the employee and will hand him at the end of 
the year a statement showing his t otal salaries and 
wages , and he can enter that right on his little 
1048 and the rest of it is fairly simple . I just 
mention that to relieve your mind, if you are 
worried about this two t o three thousand dollar 
class. 
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JIR. WHITE: llr. Secretary, I wonder, in view of 
the reactione against fillinf in queetionnaires alii 
other papers, which I guess am more in sympathy with 
this morning than any other time because I have to fill 
in what I think is a completely useless thing, as far 
as I c~ understand - tire regulations. 'I don't see 
much se~ae in it . (Laughter) 

H,)o!, JR: !"know. What started the thing with me 
vtas when I filled out mr draft one . nave you filled 
~tod? • 

UR. WHI'm: Some time ago. 

H.IL. JR: I asked somebod{ last nigbt, "Did you 
fill it out?" He sara, "Yes. I said, "What did you 
do?" He said, "I thought I woul d answer every question. " 
But t hat had about eighty questions. 

l!R. 1'/HITE: And despite all the questionnaires, 
the ·Army cannot find - I don't know whether you told 
me this, or somebody else - several thousand former 
employees of the various telephone companies through­
out the country that they badly need for signal work. 
There are all these comprehensive forms, which should 
give, first of all, the information as to what you are 
capable of doing, alii they are unable to locate them. 
They have only l ocated about fif teen percent of them 
and are badly in need of them. 

H.K. JR: way I tell you a etory. I have a very 
good fr iend who has a secretary. He has had her now. 
for some time. Today i8 the second of December. ThlS 
girl left her previous employer in July, who marked 
her the lowest rating, unsatisfactory - what is the ver.r 
lowest ou~ of five , is that unsatisfactory? 

MR. HELVERING: Unsatisfactory. 

H.M.JR: And the rating- -

J.IR. WHITE: We do not have any in the Treasury 
so we don 't know. (Laughter) 

"' 
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H. li.JR: And tha.t rt.ting which abe got f rom a. 
previous employer, over in OWl, just reached them 
now on the first ot December, th&t on the la.st job 
this girl had she wa.s marked &8 unsa.tista.ctory. On 
the first of December it ca.tchee up with her . 
(Laughter) . 
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~. iHITE: I wa.s wondering whether this thing 
couldn •t be a.pproached alon$ the lines which you 
suggested some time ago, which needs to be a. drastic 
reorienta.tion from the point of view of the taxpa.yer , 
purely from the point of view of education of the 
taxpayer. 

There are going to be all these new ta.xpayers. 
Why wouldn't it be possible to develop a. corps of 
ten or twenty thousand tea.ohers in the United States 
who will study how these forms will be filled out and 
who will be in a ~osition to give a.id in their 
neighboring looahties. in their sohoolrooms, a.nd who 
at the ea.me time will provide an excellent medium for 
the Treasury to get acrose to them the idea as to why 
these taxes, why we are trying to simplifY them. In 
other words, make them at the sa.me time agents to 
interpret the Treasury' s a.ttitudo towa.rd the taxpayer, 
~ea.sury needs, a.nd they will be in a position to 
help all these small people with their ta.x blanks. 

I don't know how m&Df teachers there a.re. I 
ha.vo forgotten . But certa.inly it is quito possible 
to select fifty thousand teachers in the UDlted 
States, a.nd that would be their contribution towa.rd 
the war effort in addi tlon to wh&tever they are doing 
now. It needs to be started. It is a. big progra.m, but 
I see no reason why it cannot be done. 

H.ll.JR: To go ba.ck, did you get the tire? 

IIR. Vtii'IE: I mil¥ have to give up a tire, that 
is the thing. (Laugntor) 
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MR. SULLIVAN: I ho~e they are the same size 
as mine. I need four. (Laughter) 

MR. WHITE: Give me your car. (Laughter) 

H.Y. JR: We have to do a lot of work on education. 

MR. WHITE: They have to fill these out in March. 
It will take at least several months to get an 
organization of that kind started. 

R.M. JR: Professor Sullivan is supposed to be 
the professor in charge of this, so you had better 
find out what he has been doing. 

l!R. GASTOII: There was a woman in to see me the 
other day. She was sent in by Randolph Paul - a Miss 
Hartshorne . She had an idea for organizing education 
of taxpayers and encouraging home budgeting and thrift , 
and that sort of thing. It occurred to me that we might 
orBanize something of that kind through the War Savings 
Staff as a means of decentralization to educate people 
on the burdens they have to meet and how to prepare for 
them. It goes back to that same idea of thr1ft education 
as a part of the savings program, and we need it as a 
part of the tax program. I think we might be able to 
organize something of that kind throuf}l the War Savings 
Staff. 

H.M. JR: The main thing I had you people - I want 
you to know how I feel as of this morning. MY mind is 
entirely open. I am very conscious, just the way 
Mr. White is, that all of these questionnaires - I haven't 
gotten to the point yet that I refuse to answer them, 
'but I think t hat in this town ;you at least get three 
warnings. I got one ;yesterday, and I don ' t mean the 
questionnaires. But ;you get a point where ;you make i t 
so difficult for the man to make out his taxes that he 
is not going to pay them, narticularl;y the corporation. 
I mean, when a man sits there before the Joint Committee 
on Taxat ion and says, "I don't care what the penalty ~s , 
I am not going to make it out and I am not go1ng to s1gn 
it, I am not going to do it, " that is a danger signal. I 

( 
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am warning you all that I ~ going to be here this week 
end and I may ask you to meet with me some time that 
wouid be most convenient to you over the week end • 

. KR. HELVERilfG: To clarify the t hing, ¥r. Secretary, 
have you in mind that we make a restudy of all our tax 
forms to see if. they can be simplified? 

H.U. JR: No, What I would like you to do is this: 
I would like you to tell me in some way how long it 
takes - the kind of study that we made in connection with 
putting in compUlsory savings, wasn' t it? 

liR. BLOOG! : Collection at the source. 

H. U.JR: All rient, let ' s start in. How much 
additional burden is on a business man to comply with 
the Victory Tax? Let ' s start with that. 

KR. SULLIVAN: Row much additional equipment, how 
much additional personnel. 

H.J.I.JR: Yes, the same kind of study as we did on 
the other. Let's do that first. 1hen the purpose of 
this meet ing is this : Paul will come along, you see, 
with some scheme and say, "Now& this is the way to get 
anotper fifty billion dollars. I will say, "Fine, ~ut 
let's see what it does to the taxpayer. " So I turn 1t 
over to you fellows. I mean, is this a scheme which 
he can comply with, or is he simply going to say, "It 
is so difficult that I am not going to do it"? In 
other words, I am going to be the advocate from now on 
for simplicity, and so forth, and so on, and jus~ to . 
raise the money is not going to satisfy me . It 1s go1ng 
to have to be workable; it has to be workable. 

KR. PAUL: We approach things from·that standpoint. 
Ws constantly get in touch with Mr. llelvering on tha t 
basis . · 

H.U. JR: Then what I am talking about ought to be 
all the easier. 
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WR. PAUL: One thing I do think you have to keep 
in mind -mY $,1MPathy is not all with the two or t hree­
thousand-dollar man who has a tough job makinv out a 
return, and that sort of t hing, but t have had a little 
experience with the way businessmen can magnify their 
problems and misrepresent the job that they have t o do. 
For instance, that is what t hey did with collection at 
the sour ce . When we got all through we found that they 
did not have such an insuperable job. We have got to 
watch for that tendency in the businessman, I don't 
want him to have any more job than is necessary, of 
course. 

B.U.JR: Well, Randolph, as your representative 
Mr. Blough will be at mr elbow at all times, and be is 
no businessman, any more than-- (Laughter) 

YR. BLOUGH: Right you are • 

. H.K.JR: • •• ·any more than Graves - not Graves 
but some of t he people working wi th hlm who were s~ 
afraid that the bad banker was ~ing to gobble me up 
all of a sudden after ten years and that I was going 
to sell out the bankers and the Victory Fund . I mean, 
I have got a record here of ten years, and I haven't 
done it yet, and I am not going to do it in the last 
two years that I have to go . 

So you will be getting - what I will be looking for 
over the week end, most likely from Paul, will be 
recommendation.s on how to. do this, how to raise this 
money, and when I get these recommendations you fellows 
will sit in a.nd you wi ll hear them. 

llR. HELVERING: There is only one thing I would 
like to suggest, wr. Secretary, and, Kr. Paul, and that 
is that the administrative problems in these proposal s 
for taxat ion ought t o be submi tted to us before they are 
taken up on the Hill and presented as a tax feature . 

llR. PAUL: I quite agree with that. It has only 
failed to happen once or twice when we have been in a 
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terrible jam of son& sort . I quite agree with you. 
In fact , I think anything should be submitted to you 
before we have a meeting so you are able to have a 
considered reaction. 

115 

l!. li.JR': '!he purpose of this, Guy, was to have 1~ 
sit in from t he inception so you can run up a red flag' 
at any time . 

O.K. 
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........ ..,. lllnr ... '"' 

I ....,. ••'•• 11111111 1004 11u1 .. 11 wt t1a ._ pou&.. 
oh11dr ... 

ala,~. 

!1 Yea, alr. ....., ~t a ...,r1aet (Laucba) 

IDIJrt 

! I 

JIIIJJ' I 

! I 

111Wr1 

! I 

IDIJrl 

!I 

-.Jr1 

'I' I 

foa&lrtlll. 

rea~a. :r•u la' llllla, hU bow allo•t 'ldMthl­*•J'" w 'lie _, ..... or llbe&ller Ulq1ra w 
l:lol4 a.. •• ~ Jan vUe Ulea a liUer, ,.. •••• U4 1•-.• *- .. " for Mlakaaplq. ot., .. 
I ba-rea'' beea abla 'o \aka U 11p With Ula Prae141at 
Jet io f1Jl4 "' wbat ke _,. doaa. llr. S.oratar,, 
an appoUaaa' t-rro• •1'81111 u taat 
Woa411'1111. 

till ..... 

'faa o'llloak. 

Au l'llllt, elr. 

... ao .a ollllp4. 

nae, ... horeu..,. Goo••· 

· .. 

Regraded Unclassified



Graoe 
1'111171 

111Wr1 

T: 

IIIIJr: 

!: 

Xr. 8ooreta1'7, bow ar e r out 
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I b ear we' r e 4D1ns good bue1neee w1tb tbo gran4-
ob1141'en. 

Ob, wonderful . 

Wbat t 

Yeo, e1r . Va en 1 t tbat a eurpr1eet (Lauebe) 

HMJr: Wondertlll . 

!: Yeab. I'll let Dannr Bell ltnow about whether 
tber'r• to be eent oYer or whether the7 1r e to 
bold tbM. We 8aT Juet write tbea a letter, 7 011 
eu, and lea•• thea there tor eatueep1ng. 

IDIJr: Oltq •. 

T: I baYen't been able to talte 1t up with the Pree14ent 
ret to t 1nd out what be wantl done. Xr. Beoretar r , 
an appo1ntaent toaorrow aornins at tent 

HIIJr: Wondertlll . 

!: Ob bub. 

D.Jr1 fen o 1 olo0lt. 

Tl All r!cbt, 011'. 

IDIJr: ITer eo auoh obllge4. 

T: rtne, Xr. 8eoret&J'7. OoodbJe. 

· .. 
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Operator! 

1111Jr1 

Operator! 

•• •• on the line. Ie tbat all rilht' 

Yee. 

All . right. Go ahead. 

liii.Tr: Hello. 

Cong. Robert 
Doughtonl h that 7ou, Henr'7' 

HKJr: In - 711, Bob. 

D: Bob Daughton. 

IDIJr: Yee. 

117 

D1 Tb11 • or ning we'•• been atueein1 around 
and workin' around and debating around an4 
arguing around about tbie - Preeident'• deal 
about - gi•ins his br oader power• about tbie 
war .attar, 70u know. 

IIIIJr1 Yeah. 

D1 You'•• aeen a goo4 deal about it in tbe paper • • •• 

HMJr: Yeah. 

Dl •••• and I n1 d1reote4 tbil -.orning b7 the tull 
ooll&iUee t o 1ntro4uoe a euboo..tttee b1ll, 
the bill the 1\lboo-.ittll baa agree<! on, a• 
the ba111 ot thl hearinge • ••• 

HNJr: Yeah. 

D: 

HKJr: 

Dl 

IDIJr1 

• 

•••• and the hearing• are t o bestn to.orrow 
at ten o'olook. I want one - our luncheon'• 
at one o ' oloolt. 

Yeah. 

I want to alk 70u thie ••• • 

I 
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D: 

HNJr: 

D: 

HNJr: 

D: 

HNJr: 

D: 

RICJr: 

D: 

RXJr: 

D: 

D: 

D: 

RICJr: 

D: 

• 
- 2-

••• • 1t 1t would eu1t JOU at all -- how would 1t 
eu1t JOU -- J 1d Juet reYer•• \hle .. tter and Jou 
ooae up and llllloh w1 th •e in the oo.-1 nee roo• 
up here pr1YatelJ at one o1olook. 

' 
Well, I 1 d loYe to do thet. 

118 

Well, DOW tb&t 1 e juet - JOU eee, 11; will .. Ye •e a 
little t1ae ooatnc and ao1na. 

I'd lo·u to do 1 t. 

Well, thet 1ll ~ tine and we'll jlaet ... , up here 
1n the oo.-1 ttee - JOU know where the oo•1ttee 
roo• 1n the Cap1 tol h' 

Well , I oan t1n4 out. 

Well , 1t'e right here nezt- on the eeoond tloor .... 
Oh, Jee • 

•••• right here 1n the. Oapitol. 

r1ne. 

At one o1oloolt. 

Fine. 

And we'll elt down and there won't be a eoul about 
ue. 

r1oe. 

r1ne. All right, thank 7ou. 

Thank JOU. 

You're weloo••· 
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Operator I 
' HIIJrl 

f'rank 
l nox1 

JOUr: 

1 : 

B11Jr1 

[: 

1111Jr1 

1 : 

B11Jr1 

I I 

1111Jr1 

[ I 

1D1Jr1 

Bello. 

Oo ahead. 

Bello. 

Bello , BenrJ. 

I n peraon. 

l'rank ~ox \al.kiJIC. 

Yea. 
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I baTe a letter tro• J OU, Bell!"J, about the 
poee1b111tJ of ue1n1 eoae of the aeD Wbo baTe 
ooae to ue troa the 'l'reaeurJ and now are eoa­
a1el1one4 •.•• 

r ... 
•• • • on eoae work t or JOU abroad. 

Well • • ,. 

It'• aga1net the order• of the 8011 t o returD 
th .. to an 1naot 1Te etatul, a• JOU auageet •••• 

hah. 

••• • but •• oan t\11'11 th .. oTer to 7 011 1n - a• 
aot1Ta D&Ta1 ott1oere a .. 1pe4 t o J OII, an4 •• 
oan 4o that 1t J OU want 111 to 1D th1• oaee of 
L1euteD&IIt l'rank A. Southard •.• • 

•••• Jr. 
Well, that would help. We're een41nc hla our 
on- he'• an eoonoa1et, JOII •••• one ot the 
b .. t •• ha4 and the State ~rtaent - and h&YI 
alked ua to eeD4 - lend th•• oertaln aen onr 
there. 
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~ 
Well, all risht Ulea. ~iral Jacobe vUl. 1et out 
ordere at onoe then d1reotift1 b1a t o repor' t o 70u. 

Wtll • ••• 

But be 1ll ooae in Ule etatue ot an aotiYe ottioer of 
tbe •••T· ... • ~ 

HMJrl Well •• •• 

•• •• and wear b1e llftifora. Will that be obJeotionablet 

IIICJr: I don't eee wb7. I Ulink we'll - we'll t1"7 1t aD7-
WaT. 

1: All rilbt. , Well, I'll ba•e tboee order• ieeued 
rilbt •VaT then. 

J!l1Jr1 Wba t we want ie b1e brain e. 

1: Yeah. (Lauclle) 

IIICJrr 

1: 

11HJr1 

1: 

fOUr: 

I I 

IIICJr: 

1: 

IDIJrr 

1: 

IDIJrr 

Yeah, well, I euppoee, •• a aatter of tact, on a 
detall lUe thl.e be colil.d take b1e un1tora ott 11 
tar ae that' • concerned. But be will be ln the 
acti•e etatue of a • ••• 

Oculd be •• •• 

• ••• of an acti • e officer. 

Yeah, but oould be take b1e un1fora ottt 

Yee, 7ee. 

Y~e .• 

Wbatt 

Yup. 

Well , I \bink •••• 
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- '-
A coo4 MilT ot our ottioer• in lllhllic~oe 4on 1t 
wear \be unito~ 

121 

Well, I think it be oolll.4 be tol4.tl!.at, tl!.at wolll.4 
be perttot. 

1 : All r1pt. .We'll 4o tl!.at. 'l'l!.ea I'll. ban l!.ia 
ordered risht oYer to JOU. 

BlUr I 

1: 

IIIIJr: 

It waa Yer'J lr.1n4 ot 7 011 to oal.l. ae. 

All r11bt, BeDrJ. 

'l'l!.anlt J Oil, 

• 
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Frank 
lnoxs 

HMJr: 

II 

II 

••• 

Bow are 7011 otberw1aet 

I '• f1ne. 

Tba t ' a aoo4. 
I 

When - theaa llttle aquabblea aroaad town, I 
look at the war .. p and I ..,, 'What the hell.• 

Yeah. (Laupa) Well, the7 huen 1 t ooet ae anr 
eleep. 

BICJr: Tbat'a r1.gbt. 

1: 

IIMJr: 

1: 

IIMJrs 

l : 

IDI.Jrs 

1 : 

What 4o roa hear about t.hl.e ahake-ap baa1neut 
h anrth1nc soinc to happaa or 1a 1t all a naah 
in the paa. 

lo, I - I don't know auoh exoept that I gather 
that Harold I okea 1a Yei'J loath t o 4o u. 
Yeah. 

Be'• verr l oath to do it, and I - I haven't 
heard- the Prea1dent haan1 t aentiooed it bat 
I Ul1nlt - I th1Dk the paper• had 1t about right 
beoaaee Harold talked prettr treelr . 

Do 7011 aean on lllulpower, I take itt 

Yeah, reah. Be wanu to take -- a ocor41D& to 
the newapapere, I haven't talked t o Harold latelr •••• 

lOUr: 

1: Be vente to take the llanpower and ata7 wbere he 
ia. 

IIIIJrs Well, that I don't know. Ia that wbat he wanta 
to dot 

I I Yeah, that'a wbat the oewapaper ea1d. I haven't 
talkecl •..• 

I 
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JIIIJr: 

II 

JIIIJrl 

I I 

• • • 

low are 7011 otbel"'fi .. t 

I '• f1ne. 

Tlla t I I 1'004. 
! 

Deoe.ber 2, 19-\2 
}113 p.a • 

122 

When - the .. 11 ttle equabblee aroua4 town, I 
look at the war •P an4 I MJ, •nat the hell.' 

Ieah. (Laupa) Well, the7 h&'fea 1 t ooet ae aD1 
el .. p. 

JIIIJr: Tllat '• ript. 

1 : 

lllCJr: 

1 : 

1 : 

BIIJrt 

I I 

BIIJr: 

I t 

What 4o 7011 hear about thle ehake-up bue1neeet 
Ie aDJtll.lnc co1ac to lleppea or 1e u all a naah 
in the paa. 

Jo, I - I 4on't know aob exoept that I gather 
the t Barol4 Iokee 1e ••1'1 loath t o 4o U. 

leah. 

le'e ••1'1 loath to 4o it, an4 I- I heYea't 
heard- the Pree14eat haen 1 t aent1oae4 1t but 
I Ullnk - I tli.1Dk the papere ha4 U about l'ipt 
beoauee Barol4 talke4 prettJ freelJ. 

Uh hllh. 

' Do 7011 aean on Waapower, I take itt 

I eah, 7aah. Be wanu to take - - a oooNlnc to 
the aenpapere, I haYea 1 t talked to larol4 latelJ •••• 

lo. 

Be waate to take the Manpower an4 eta7 where he 
1e. 

IIIIJr t Well, that I 4on1 t know. Ie that whet he waate 
to 4ot 

1: Yeah, that'• 'llbat the newepaper 1&14. I haY en' t 
talked. ••• 

• 
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l: 

JllCJrl 

l : 

JllCJr : 

l : 

IIIIJr: 

l t 

1111Jr1 

r : 

RICJr; 

( I 

JllCJr: 

l : 

E: 

• 
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Well, he'• Ytr'J loath. I pe .. that'• aboa' 
r1sht, I woul.4 sue ... 

lJh hub. 

But he'•- he'•- he'• awful. blue, Karol4 1e. 
I don't know Wh7. 

Ie het 

Yeah, he 1 e awful- 4on't ear I ea14 eo , but he 
nee4t a little buoUnc up, I think. 

Well, I•n g1Ye h1a a oall. 

I an• h1• a oall an4 tr1e4 t o buok h1a up a 
little bU. 

lJh hub. 

I neYer heard h1a talk eo low. 

h that eot 

Tbat'e JuU between ue. 

Yeah. Well, thanke f or tippiQ& •• ott. I'll 
oall hia. 

Ri&ht. 

All rigbt , Btftr'J. 

Goodbre. 

Goo4b7•· 

.. 
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Allan 
Sproull 

Robert 
Roueel 

IIIIJr: 

R: 

8: 

IIIIJr: 

8: 

Bello. 

Bello, Mr. Beoretal'J. 

Bello. 

Deo .. btr 2, 19~2 
51)0 'P·•· 
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I ~oupt I lligbt set in on eo•e ot ~eae word1 
ot w1ado•. 

(W.uaha) 

(Lauahl ) Well, we were ju1t deciding tb&t e•err­
tbinl waa al.l right. 

011, J OU were. 

Yeah. 

RMJr: I 1ee. Bell1 a ooaing in. How good all r ight 
doet it lookt 

St Well, it lookl lika Juat a olo1e 1b&Ye tor ~~ 
two billion, wbioh, •• I 1aid to Dan, I think 
oan be turned t o adYantagt; tb&t we - t he reet 
ot the 4r1Ye 11 so1ng 10 well tb&t we - al l 
we wanted 1a the •inau• tro• ~· btnkl. 

IIIIJr: I ue. But r ou think ~e two . b1111on h 1n the 

beat 

S: I ~ 10 tro• wbat ve haYt and tro• wbat Dan 
hat heard tro• the other dhtr1ott. 

IIIIJr: 011, ree: Well, Juet a .tnute. Be'• oo•1ns 1n 
bert now. 

8: Rigbt. 

IIIIJrt (talke ae1de: How dote 1t look, Dant Oh. 
Mat I b&Ye rour aheett Ieee.) 
Bow aaoh 40 r ou think r our . u11 will bet 

!t Well, Mr. Rouae doeen't think our .ail will be IO 
Yel'J he&YJ lleoautt vt bau all ot our b11 bankl 
in and we baYI n5 out ot 1000 bankl outtidt 1D 

( oont.) 
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S: 
(oont.) 

fQCJr: 

R: 

RMJr: 

R: 

BMJr: 

II: 

S: 

IIIIJr: 

s: 
BMJr: 

S: 

R: 

RIIJrl 

R: 

IDIJr: 

S: 

RMJr: 

81 

R: 
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alroa\!7 eo that we're not OOWIUJII tor 110ro 
than t 25 a1ll1on, aq, 1n OW' .. 11. 

1 •••• 

We went atter the banka on - on Mond&J. 

Oh, 710. 

Allan eent a w1re t o all ot thea •.•• 

Yeah. 

•••• thea again wont after th .. Jlttord&J. 

125 

.. 

~ .. 
saw tho Viotol'J lUnd Coaal.ttoo roater4&7 an4. ••. 

1 aee • 

••• • 110at ot thea are 1n. 

Well, but I - 1 abould th1nk we'd eaa117 get tho 
two b1111on. 

Yea. 

Oh, I don't think there'• an7 queot1on about 1t. 

OkaJ. 

OkaJ. 

( 1'alko ao1de: lieU - do r ou want to •&J aDJ­
th1ng, DiaD') He- he aqa ha doean't want to 
ear anrth1nc. 

All l'11ht, tine. 

fhank JOU. 

OoodbJe. 

Ooodbfe • . 
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'!'he seor et11r1 voul4 Ull:e te 41••• 

th1e v1th Ror Bl~· 

.• 

, 

' 
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December 2 , 19~2 

I lis t ened lest night to Raymond Gram Swing expl ain 

the new English soci al security proposal , ene I wonder ed i f 

we ext ended our own eociel security, wouldn ' t thet be Just 

se good or better than a new withholding taX' -- f i rst, 

becauAe we hAve lllllChinery a l l se t up and 1t would be no ad­

di t i onal work tor t he emnloyere; second, we have had t his 

experience nov tor years i n sooial security and we could 

extenc\ the benet1 ts Jus t the way they are i n England; and , 

l tet And mos t important, if we did widen sooial security 

>1oul~ n' t th~t be es good a damper on inflationary tendencies 

a• eny device t hat ~<e oould use? 
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t he Problem ot In41vidual Income tax 
Pa7ment 

I , Paet experience. 

The pre-war loaaea to the Federal Government rroa 

uncollectible personal income tax.e of emall taxpayera 

were negligible . No tiguree are available 1n41oating 

temporary delinquency or t he dittioultiee to taxpayera, 

or what the final loaeee to the Federal Oonrnaent will 

be under recent revenue acta. It ie relevant, however, 

that more than halt the i ndividual taxpayera 41d not 

avail themaelvea or the inatallment payment option but 

paid in full in one payment in tiaoal 1942. No informa­

tion ia available on pos tponement• allowed or t aken under 

relief proviaiona for soldier• and eailora, More deta.1led 

facta are contai ned i n tha following paragrapha: 

1. Over the past 22 yeare (tieoal yeare 1921-1942) 

the amounta or indiVidual income tax •••••amenta abated 

aa uncollectible have totalled 1 . 3 percent or the amounta 

collected, In the loweat year (1921) the abatement• were 

0. 2 percent or colleotiona, in the higheet year (1932) 

~ . 7 percent , and in tha lateet year (1942) 0 , 3 percent, 

The aignificanoe or any year'• figures 1a diminished by 

the tact that abatement• in any year uaually cover aeveral 

years• taxea. 
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2. Tbe number· or itema abated aa uncollectible 

over the aame 22 yeare haa aTeragad 0. 5 percent or the 

return• tiled and haa varied between 2.~ percent (1926) 

and 0, 1 percent (1~2) , The latter figure ie not repre­

sentative since t he abatemente relate to earlier years 

and t he number or returns vaa twice aa great in 1942 a• 

in 1~1 and over tour timea ae great aa in 1939. 

3· The pri ncipal loeeea in terme or money were tor 

larger ·taxpayere. For example, the combined tigurea tor 

tour yeare (1926, 1928, 19~, 19~1) ehowed only ~ percent 

of the loae in the form or uncollectible amounts of lese 

than $100, although nearly tive-eixthe or the uncollectible 

1tema were lees than $100 , 

~. The above figures retleot only the final lose 

to the Government on taxes often aeaeaaed ae•eral yeara 

earlier, The practice followed 1n making abatements 

variea among collectore• o!fioea but 1n general the 1~2 

abatement• do not eubatantially reflect ~942 delinquenoiea 

and perhape not eYen 19~1 delinquenoiea. Moreover, the 

tigurea do not indicate the amount or temporarr delin­

quency and do not show the extent or difficulties and 

inconvenience to taxpayera. No tisure• reflecting the 

extent or these oondi tiona are available • 
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5· The use ot partial. (inetal.laent) payment• h 

1noreae1ng, but persone ueing inetlllmente still con­

stitute a minority. In 1939 partill.l payments were made 

by 28.8 percent or return tiler.-: in 19~1 by 27. 7 percent, 

and in 19~2 ( t hrou.gh September 30) by ~.0 percent. over 

helf (56. 3 percent) or persona with OYer $},000 ot income 

ueed partial payments i n 19~2, while over one-third 

(36.5 percent) ot persona wi th under $3,000 ot income 

di d eo. 

6. No figuree are aTailable on the postponements 

allowed under soldiers• and eailore 1 relief provieions 

ot the law. Figures on the number of poetponements applied 

tor are probably on record in the oolleotore• offices, but 

the automatic pos tponement& tor soldiers and eailore who 

ar e overeeae cannot be ascertained, at leaet unt11 attempta 

are made to collect the taxea. 

II. 

While the information on paet experience i a instruc­

tive and encouraging ae tar as it goes, a number or taotore 

must be considered in Judgi ng the probable d1ft1culties 

taoing taxpayers in 19~3 and subsequent years. Among them 

are the following: 
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1. The number or low inooae taxpayara Will ba 

greatly increased. Thia haa a bearing on payment prob­

lema since the lower the income aubject to tax, the leaa 

the expectation that t he taxpayer will have knowledge or 

the tax and ebility and foraaight to eave t o pay it. 

Returna have increased in recent yeara rroa 4. 0 million 

f iled in fiacal year l94o, 7. 6 aillion in 19~1, and 

14. 6 million in 1942, and there are expected t o be 

27 milli on in 1~~3 . The inoraaae 11 largely due to 

lowering personal exemptions and oredita tor dependents 

and t hus bringing in ta.xpayers w1 th amaller incomes. In 

1943 it is estimat ed tnat there Will be nearly 17 million 

taxpayers with net 1noome or lese than $2,000 and 23 mil­

lion with lese tnan $3 1000 1 a ten-fold increase over 1940. 

2. Tne erreotive rate or income t ax on low brackets 

Will be muoh higher. Thie obviously haa a bearing on pay­

ment because a small tax can be mat mora eaally than a 

large one . Exclusive or Victory t ax, Wh1Ch il to be 

oolleoted at source, the tax to be paid by a single person 

having a net income or $1 ,000, for example, will be $~9 

in 19~3 compared to $21 in 1942, $~ in 19~1 , and 0 in 19~. 

The tax to be p.aid by a marri ed couple having a net income 

or $2,000 Wi th no dependents will be $1~ in 1943, compared 
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with $~2 in 19~2, and 0 in 19~1 . Tbe tax to be paid by 

a married couple with two dependents, having a net in­

come of $2,500, Will be $99 in 1943 ae compared with 

$12 in 19~2, and 0 in 1941, The effective income tax 

rate under the 1942 Aot tor a married peraon With no 

dependent& ia 7 percent at $2,000; under the 1941 revenue 

act this effective rate was not r eached until almost 

$5,000, and un~er the 1940 revenue act until about $13,000, 

3· The ability of people to meet their higher taxes 

will depend on the following taotora, among others: 

(a) Some incomes will be higher in 19~3 than 

in 19~2 . The bearing of thie tact on tax payment 

1a that the tax paid in 1943 will in moat cases 

be paid out or 1943 income and if the income ie 

hi{lller in 1943 than in 1942 the diff1cul ties or 

paying the 1942 tax v1ll constitute leu of a 

burden than the tax tables anow. The total income 

paid out for 1942 for t he country aa a whole ia 

eatimated at $115 billion, while for 1943 rough 

eat1matea place income paid out at approximately 

$125 billion, 

(b) However, millions of persona will receive 

lese or no more income in 1943 tnan in 1942. A 

m1nor factor is that the Victory tax wtil be 
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deducted f rom tbe paycheck, Many people have 

r1xed 1ncomea Which ca nnot be enlarged, Nuaeroue 

buaineeeee, are e xpected to cloee . The arm, d 

roroea will be i ncreaeed by nuabere eetima t ed up 

to~ million. Theee muat either pay their t axes 

out of generally r educed incomes or have a bu.rde~ 

or ooetponed tax to pay arter the war. 

(c) Subsequent yeare may anow much smalle r 

lncoaee than 1942 tor pereone generally. Decrease• 

in incomea or the abaence or income will make more 

difficult, perhaps lmpoesible , the collection or 

income taxes at preaent levele under existing 

payment m~thods . 

(d) Any increase in the coat or living arrecte 

ability to meet ~ax payments. The Bureau or Labor 

Statietlce index or coat or living incresaed rrom 

l OS to 118 be tween September 1~1 and September 

1942 and this did not take account or substantial 

concealed increaaee not arreoting the index. 

( e ) I nability to buy aome kinde or goode, such 

ae automobile &, will releaae money ror t ax payments. 

In etrect thi s opera t es aa an orraet against i ncrease• 

1n living coete . snort-term coneumer debt decreased 

about t 3 billion 1n the t i ret nine months or ly42. 
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(t) Exietence or large fixed commitment• 

makea tax increaaee particularlJ difficult to meet 

einoe the increased tax muet come out or t he sur­

plus above the commitment. 

(g) Accumulated savinge will be available to 

~&7 eome of the tax tncreaeee. 8eriee E War 8avinge 

Bonde are being sold at a current monthly rate or 

three- fourths the monthly rate a t which i ncome tax 

ie accruing tor payment in 19~3. On Februar7 2g, 

19~3 . there v111 probably be about $g bill 1one 

Series E bonds outs tandi ng, or about the eame amount 

· aa the individual income tax l iabil i ty expected to 

be due in 19~3. Other eouroee are aavings accounte, 

insurance policies, e tc. Accumulated savings would 

not last l ong tor moat people i t used to pay taxes 

and large nuzbere i n the lover income groupe do not 

have eubetantial savings , MoreoYer, payment or 

income taxes out or accumulated eavinge would not 

produce the desired anti - infla tionary etrects and 

payment out or E bonde would not even improve t he 

Treaeury ' e caeh poaition. 

(h) Saving b7 voluntar7 action ie much more 

dirticul t than by automatic deduction. A e1ngle 

person with $21 a week left atter deduction or 
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Victory tax would have to eave a week' e vagee 

tor taxee eaoh quarter-year, no eaey problem 

considering l iving expeneee, 

135 

Stepe taken or recommended by the Treaeury to eaee 
payment. 

A, Tax anticipation notee, 

Since August 1941, the Treaeury baa offered tor sale 

tax anticipation notes designed to give the taxpayer some 

intereat on funds set aside for paycent or tax. Two soriee 

have been issued, Series A, With an interest rate or about 

1. 92 percent, is presumably designed tor taxpayers i n the 

medium and low income cla sses. The amount of Series A 

notes that ooul d be turned in during any one year ror pay­

~ent or incn~e tax was limited to $1 , 200 until September 

19~2, when tne limit was raisea to $5 , 000, Series B, which 

nave not been sold since September 12, 19~2, and Series 0, 

aale or wnioh began September 1~ , 19~2, vero designed 

primarily tor corporations and pereone With relatively 

large i ncomes, The rate or interest on Seriee B is about 

0 . ~8 percent; interest on Seriee 0 accrues monthly on a 

graduated scale and equals about 1.07 percent it the note 

is held to maturity, Series A notes are sold in denomina­

tion• or $25, $50, $100, $500, $1 1000 , and $5,000, Those 

notes wero widely publicized by the Treaeury and by banks, 

Salee or seriee A note• rrom Auguet l, 19~1, tbrOugb 

September 30. 19~2. totalle~ $116 million, or 

Which $92. 2 million were purchaeed by individuals, 
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partnerships, and t1duc1ar1ae . Theee notes have probably 

not been well adapted to the neede or the amall taxpayer. 

only 2. 6 percent or tne total sold have been or the $25 

denomination. The maJority or taxpayers, 1r laying 

eeide money tor taxes regularly, would have t o eave 

t rom tour to ten or more veeka before acc~ulating enough 

to purchase one $25 note . Moreover , the r ate or interest, 

which ie much below What persona in the lover income 

claaees me accustomed to pay on their own borrowing, baa 

probably not been a s1gn1ticant inducement . 

B. Collection at souroe . 

1 . W1thhold1n 

In 

aeuico of the Comm1 ttee on Ways and Meane proposed that 

an additi onal "withholding• i ncome tax or 15 percent 

above exemptiona be 1mpoaed beg1nnin& January 1, 19~2 . 
•vi thllold1 ng• 

For moat taxpayers all or substantially all thehtax 

liability would have been collected at eource. At that 

t i me it vaa eet1mated that the tax would bave yielded 

$2.8 b1111on. 

2. The l.tarch 3, 1942 , income tax recommendations. 

On March 3, 1942, the Treaaury proposed that 

t he Secretary be allowed to i net1tut a collection at 

source at a rata not to exceed 10 peroenS when 1n hie 
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Judgment auch action vaa neceeeary ae a measure tor 

checking inflation , For most tsxpayera the reeult would 

nave been t~ collect at source about halt or their tax 

payable on 19~2 income, One ·or the objections to tbla 

proposal was that 1n the early stages it would force 

t axpayers to pay more than one full year'• tax in a 

given year, 

3· Provision of the House Bill , 

Aa it passed the House, the Revenue Bill or 

19~2 provided that , l n 1911-3, 5 percent or the regular 

income t ax be collected at source and that in 19~ and 

thereafter 10 percent be eo collected, The doubling up 

or payment was spread over two years under thie plan. 

When in full operation 1n 1945, thie plan would have 

collected at source more t han half ot the tax due under 

the proposed rates rrom about 90 percent or all taxpayere , 

4- , September 194-2 Plan. 

On September 9 , 19~2 , the Treaaury preaented 

a plan to the Senate Finance Co~~ittee, under which the 

liability on 19~2 income would have been 10 percentage 

POinte below the House Bill or tor moat taxpayers approx­

imately t he aame aa the amounts paid in 19~2 on 1911-1 income. 

Beginning in 19~3, however , ratee were to be 5 percentage 

poi nte ni gher than provided 1n the Houee Bill and collection 
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at source waa to be at the rate or 15 percent beginning 

January 1, 19~3 . This plan would have involved no 

doubling up. Under i t mora t han three-quarters or all 

taxpayers would have bad two-tbirda or more of all 

tax liability collected at source. 

c. Delinquent installment plan. 

Recently Aaaiatant Secretary Sullivan at a prase 

conference suggested that individuals who are unable to 

meet t ne1r income ta~natallments when due request their 

Collector or Internal Revenue tor t he privilege or making 

payments on a weekly, semi -monthly , or montnly basis. 

Taxpayero would be required to pay 6 percent interest on 

amounta overdue , but would not need to borrow from loan 

companies , presumably at ni gher rates or interest. This 

plan would help solve one or t he maJor proDlems, namely, 

that or tta1ng tne payments with reoe \pt or income . How­

eve r , 1t would not meet the problem that would arlee when 

incomes began to decline . Moreover, unless made an 

optional tax payment method by law, it would t end to 

remove the tear or punishment tor delinquency i n payment 

or Federal tax, a rear whion has been one or the moat 

i mportant reasons tor the excellent collection record in 

the plla t . 

Regraded Unclassified



139 

- 12 -

D. Indirect aid. 

Some indirect aida to tax payment have been given. 

The e1mplif1ed return eases the problem or oompliance, 

and t he elimination of the oath makee 1t easier and 

cheaper ror the taxpayer to file hie return. Altnough 

these onangea do not increase the financial ability or 

the taxpayer to pay, they tend to reduce his inertia 

and resistance to ~reparing and filing h1e return 

promptly. 

01v1a1on of Tax Research, Treasury Depertment 
November 30, 19~2 . 
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INTE" OI"P'ICif CON,.UNICATION 

TO Seo••etary Jlor genthau 

142 

DAtt 

December 2, 1942 

••o" ltandol ph Paul 

You may be interested to know that a dinner has 

been arrtu~eed, ronday, December 7th, for the purr>ose 

or discussine the relationship of taxes and charities . 

li•o'e present on behalf of the charities will be : 

Arthur Ballantine 
,:oy Larson •..••••.....•..• Publisher of Life and Time 
Jolu Coleman •....•.•.•• •••• Catholic charities 
l onRi~~or Keegan •••.•.• •• .• Catholic charities 
" orl'\811 lioetz ••• • .••• . .••••. Federation for the Suppor t 

· of Jewish Philanthropi c 
Societies of NeVI York City. 

t.leor ;e ~· edalie . . . . . . . . . . • . . " 
I c hael Appel • . . .. .. . . .. .. • " 

,Toserh '.lillen . . . . . . . . . . . . . . " 

l~ . Sullivan and I will attend for the ?reasury, and 

possibly one or two others . ~r . Ben Cohen ~11 also 

attend. 

4 
P.S. I am attaching a le t te r from tho Pr•osidont of 
Fodorl\tion which indi cates points to be ell scu8sed. 

the 

• • • 
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Dear I!III'J: 

I llan JOGr lt"tr of lonaber 30, 
1942 reprdlftl Ult pllr ... •1torrow1111 nlu 
billion 4oll"n fro• aoou.lahd I&Ylna• and 
tdle tunda• wbloll ~ worried \lt aaY1ftll 
bnnltl of tile cou\I'J. 

I wu aorl'f \ba\ we could no\ cllanre 
~bh wllen 1\ na called \o oar aUenUCil, bu\ 
H wu too late \o ukt 1\ &~~PlJ unlfonalJ 
througboa\ tile oa.a\I'J aod we \ll~\ 1t weald 
do aore llar• \o o~t 1t 1D oat 110\ioa of 
the counti'J taan \o let 1\ attuld. Vt are, bow­
eYer, w111lnt \o c~e tile pbraae alODI lbe 
line auffel\ed bJ Joa or 10111 o\ller pbratt 
wblcb w 1 e11•1na\e tilt word• •acoaaulated 
I&Ylnlfl• • 

I appreo1a\t JOUZ wr1\1n& .. abou\ 
thle aat\tr. I alao apprect"\e tile wert \bat 
aaYlftll banta of \ae State of lew t ort llaYe 
done on \Itt r aDd G Bondi and tile aeneroaa 
IUbiOrtpUon of \lle Bowei'J SaYlDII Iaiit to \le 
VlO\oi'J 2-1/2' I. 

Vt\ll Mit wlabel, I u 

81noerely youra, 

llr. Beni'J Inert 
PrutdtD\ 

(Sll"~l senrY 

!be lowei'J I&Y1DII laDt 
110 lal\ .2Dd .,, .. , Pboto tllt 1n Dl&J'J 

Or1s. t1lt t o !boiPIOn •e• Tort, lew lort. 

DWB :ew 1./..-a-- ~tL-J~bcr.r~ ...... ~. 
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~Mr 2, lMI. 

Wo~r Wr • ._balll4ort 

I t hlak 7011 •111 ••l• lloarlac 
t hla reoor4 of a .eoac the\ .. , wrlt\oa 
ror ua by \wo 11'1111 lto,Ja •t.o "" 4o­
talled to t he '"'•111'7 for a U• la 
oo11111ot1oa wl\b \he 1rv Boad ...... lp. 
Tl.a aut hora, Serput B.lehaN IJial ... 
Cor poral Toa Ualr, haft - ~- buk 
to alllt&l7 4ut7• 

I f"l that t heir M11i wlll M a 
crwat help \o Ill 1A 0111" 4rl'N to pt 
thbt7 alllloa lMrl..u to "' ul4o 
at leut tea porooat of tbolr Jll 1a 
; ., !Sonda noPJ Jll 411· 

Sl••rol11"''• 

11 le Eaoell••r, 
The Rlaht Hoaora\lo 

tho Vlaoouat Ballfas, 
8r ltlah A..._ea4or, 
~aahla&toa, D. C. 

P.S. I would appreciate it 1.t 7011 would 
forward the attached letter and r aoord 
to Prime Minlater Cburohlll. 

154 

..... • 

FK:eg 
( &ong - • tv' rybocSy i:Y' J'1 Pay9.1' ) 

Taken t o S.baiiY by Chauffeur Branob 
1:15 12/11/112. 

Coplel 1n D11rt 
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Du• hr a, uu. 

o .. r lit. Prt. llalttarl 

I tldlllr '" wW aJ., a..rs.. 
tbla reeor4 •f a Hill tllat •• wrlftaa 
for u l17 two lft(f HI• • •" a.­
ta1le4 to the ,_...,. for a tt. la 
OOIUWttlOil witb tbt W'ar JeDI t .... lp. 
n. n thora, S.rput lleh&N ru -
Corporal T• Alalr, Jaaft- pDt MD 
to all1t&r7 ~7· 

1 feel tllat ~.u ~ wUl .. a 
pta\ help ta • 1a ... bln te pt 
t hlr\7 allllea btrl .... ta eat ulle 
at ltut tn peneat tf the lr N la 
, ., Bo ....... ,.,. .,., ..,. 

Wltb Mit wlahtl, 

llMeNlJ , .... , 

155 

flit llfbt H ra\le 
l lu ta Cbwnhlll, 

PrlM Ml.allter, 
Lt114ea, i acla 114. 

(Song - • iV 1 ry'body EY 1 r1 Pqdal'
0 
l 

Taken to Eabaaay by Cbautteur Branoh 
1: 15 12/4/42 

FK:eg Cop1ea l n Diary 
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Dnr llerolch 

l Uoini. JOII rill oaJeJ hMr h1 
thb ~OOI'cl of & eoag that We WPlttea 
tor us by two Arw,y boye wbo .... , de• 
ta ll ~d to the treaeur,y tol' • tlat 1~ 
connection wltb the lrar DoDd aaapat~. 
T~• autbore, Sergeeat i io...a Uhl aD4 
Corpol'll TOll .t.4&1r, b&we ... a- kok 
to ailitU)' cbat.J. 

I teel that their HJ~g 1flll 111 • 

tr eat help to .. b - arr .. to pt 
hirty ailllon AMerloane to eet .. lei• 

at le11t t111 penoat or tbllr pq b 
Wal' Donde neey p1.1 cla;{ • 

Siaeerelt JOUPI, 

•.on. Harold D. s.lth, 
Oireotor, Bureau ot Ba&cet, 
Waehington, D. c. 
FK:eg 

156-

(8ongt •iv 'rybo47 EY 11'7 PayOay• ) 

O<>py in D1a l'1 

Oopiel t o Tbo1p1on 

(Del. b7 8che7 4:40 12/3/42) 

' . 
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Dee 'ar l, 1841. 

l>ear Rar171 

l tbi.U ,..a wW •Jtr ... Pill 
til la nuN. of a IOJIC that wu WPlt\ea 
ter 111 ~ two bfq "r• wile .,... ••· 
talltd te till , ..... , r ... u .. l.• 
oOIUIIItlOO wltb the 1V 1oM ..... lp. 
The .utWe, hPPUt 11elllar4 Ullll 1114 
CoPpenl f• AUlP, llew .. 11• Met 
to llllltarJ an,. 

I f11l U..t U.lP •1111 will N a 
&H•t help te .. 1a ... 4Plft te &tt 
tblrtJ alllloa Allorl- te 11t ulu 
at leaet tea piNillt ef their pq 1a 
l ar BoDill IWPJ pq 4q • 

SbiiNq JOIII'I. 

IB11!1e«J llenr:v 

Hu, i1an7 L. s.,ttu, 

file .,. .. ...... 

FK:eg 
(Song: 1 IY'rybo4J IY 1r,r 

Par~r· > 
Oopy in 0181'7 

Oop1ee t o Thompeon 

... -, 

(Del. by Schey 4 :40 12/J/42 
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Tho Honorable 

DEPARTMENT OF' AGRICULTURE 

WASHINCiTON 

'fbe Soorotary ot tho 'frouury 

Ooar llr. Sooretary• 

At tho prount time tho Soorotary 1o out-ot-to.... attend-

ing the Department ' • Regional Ooalt lleetingo , oo I wiah 

to thonk you tor oonding him the reoord ot the oong 

written by Sor&emt Riohard Ubl and Corporal Tom Adair. 

I know that he will appreoiate reoehins the oong ond 

will r eel ao you do that i t will be a great help in 

your War Bond Drin. 

.. r 

l58 

• . -

( 

Regraded Unclassified



December :.1 , 1942 

Dear Henry : 

Thanks eo IIIUcb for the record you 

sent. It will undoubtedl,y promote the 

Nle of war bonds. 

Tho Honor l\blo Heney l!orgenthau 
S.cl·etacy of the Treasucy 
nashington, D. c . 

( 

_; ._....,-

... -
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TREASURY DEPARTMENT 160 

INTER OFFICE COMMUNICATION 

DATa 

TO Secretary Morgenthau December 2, 1942 

••o" Harold 'Nager 

Here, as you requested, are two brief summaries 
o! 'Mr. Paul's speeches in Philadelphia and New York. 

' 

• . . 

( 
I 
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S~T.r ot R&Ddolph !. Paul's 1ddreaa 
Before t.erioan l oade-r o! Political and 
Social Science, on NoYeaber 80th, 19(2, 

FISC.&L POLICY !Jm lNFLlTIOJ 

161 

The battle against inflation will not be won without 
the enactment or measures 110re fundament"! than aey yet 
adopted. To safeguard againat the chaos or inflation 
consumers must be induced to refrain f rom spending s~e 
$40 billion, the difference between disposable incomes 
remaining after payment of all personal taxea and the 
available supply of gooda at current prioea -- in abort , 
$4 out of eYerJ $11 of income a t t heir diapoaal. 

Price control in itself is ineffective in closing 
the inflationary gap, because while wage rates and tara 
prices may be held constant, the total volume of purchasing 
power that will be created will not remain constant. In 
other words, the amount of disposable income depends upon 
the Yolume of business and Yolume of employment which will 
increaoe even though wage rates and f arm prices remain f i xed. 

In waging fiaoal war on inflation, additional taxes 
can end must play a prominent part. · The advantages of 
taxation over alternative measures: 1, it reduces the need 
tor costly adminiatratiYe controls; 2, it restricts accu­
mulation of public debt; S, it strikes at t he roots of 
potenti.al poet-war inflation. 

It is unrealistic, howeYer, to rely on taxation along 
traditional lin.ea to absorb the entire uceaa of civilian 
spending. Mr. Paul then diacuaaed and explained a whole 
aeries of fiscal tools tha t aig)lt be employed: compulsory 
saving, compulsory lending, expenditure rationing, expenditure 
taxation, lTha acme material was covered in the letter to 
llr. Byrnes . , Newapapera probably took their l ead from this 
sentence: In principle, then, compulsory saYing could • 
provide a comprehenaiYe solution to problem of inflation. 
In using t ha phrase •compulsory aaving• as contrasted with 
"compulsory lend~· Vr. Paul explained that he meant poet­
war tax credits which woul d giYe an inoentiYe to all form~ 
of saving and put a penalty on spending. 
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s-t7 of Ra.Ddolph !. Paul•a 162 
! ddreas before the Inatitute on 
Federal Taxation, New York Univerait7. 

Deceaber 1, !942. 

!!!! EFFECT _OF _THE_ W_lR_ ON TAX ~·nu=:.!.!IN::!IS~TR.t~Tc.!:IO:!.!!N 

Mr. Paul attempted to aake clear that the Treasury 
and the Bureau of Internal Rne:..ue are confronted with 
unprecedented problema. Tax adl!linhtraticn problema are 
of two types: 1. Field problema of the 43 offices of the 
Bureau - - such as the ~aper work and physical labor iurolved 
in handling and review1ng tax returns; 2. Home Office 
problema -- such as deterainiug tha .. noer in which the 
provi aione of tax statutes ehsll be interpreted and then 
appl ied by the field offices. 

Taking the field problem~ first, hs outlined the 
effecte of the war upon the Bureau's op6rationa as follows: 

(t.) 

(b) 

(c ) 

(d) 

(e) 

Increased number of returns due to reductions in 
exemptions and dependency credit, Viotorr tax, etc. 

Delinquencies -- aggravated by failure to follow 
out Secretary's recommendation for collection-at­
source. 

Loopholes -- the vaat task of acrutinizing returns, 
especially when every deduction will involve 110re 
than the pre-war tax benefi t . 

Retroactive legialation -- Extension of retroactive 
relief under the 1942 Revenue Act will involve 
adjustment of thoueande of previously f iled returns. 

Suspension of Statute of Limitations -- Suspension 
of time limitations running against the Government 
and taxpayers, where war makea impossible the timely 
performance of required acta, will increase admin­
istrative burdena. 
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' 

Next he dealt with the effect of the war on ho~ 
offio' problem. of the Bureau, ae follo~a: 

a 
b 
0 
d 
e 
f 

Advertising -- problema in treating it. 
Depreciation allowances. 
New types of Contracts. 
Frozen Inventories . 
Preparation of Regulations . 
Interpretation of Wartime Provisions. (11 War losaea. 

(2 Exceaa Profits tax. 
(8 Amortization of Emergency Facilities. 
(4 Cooperation with other departments, 

eapeciall;y in renegotiation of contracts. 

Over and above these problema is a problem common 
to field offices and the ho•e office alike: the manpower 
shortage created by military neede. 

Mr. Paul concluded with a plea for the cooperation 
of taxpayers and their counsel; the need to adopt ever;y 
pouible labor-saving device; the need for mutual trust 
and confidence ; concise ~moranda, pro•pt compliance, 
and frank disclosures. 

• 
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(The tollowiD« ac!.dreu 11)' landolpll J, hill, O.ural Countal ot t~ Tr t&"'J'7 
before t he .lalerl can Acodeav' ot PollUcal and Social SoloiiAit, Phlladelpllla , ' 
h 101-.eduled tor 4el1'f'el'1 at 81l6 P.M. lat\tn War ; tat . Mon4ar. IO!ftbr ~. 
1942, •n<l It lor rtl.~••• at that u .... ) 

J'ISCAL POLICf AID Illl'WIOI 

Stablll•ation o! prloeo Ia ea1ent lal t o tha t clont worktac ot 0 ~ 
oco~. 'l'he rlo1Dt; coat o! ll'rlDt;, which It a 1111 f1l intt ab1llt7 , ~· MID 
1 o011rco ol 01eJor coDCern tor ~ montha. Co a u baa had t~ Jrobl .. uder 
conaldoratlon almo1t contlnuouaq 11110e t~ ol 1~1. Ita llrat di rect 
ecUOD took t~ t~"" ot tha ltrat ptlce Control Mt. Wl4er • hlch the Ottlea ot 
Price Ad=IDIItretloD eotabliahad ~ orl ca otil lac•• The problcc of 
IDI!etlon en conotant l;r In t he baclqrOUJid •hila t~ h•epue Act ol 1942 • • 1 
t akiD« form. .bother t roDtal attack on Inflation ... 010de ho contha ace 11)' 
Conc rou In Itt oau•«e ot t he SeooAA j'Ilco Cpntrol Apt end 'try the h • oident 111 
orceU~ the Oftloa of !conomlc Stabilization. 

!ut the bottle osolna t inflation will not 'be won without tho enootmont ol 
moeouro1 more tunde&ental t hen aey yet adopted. It will net bo """ wttbout 
hcny rolhiiAIO on fhool wcapone, Prloo• c ollins • ond Wll60 oontrola, 11)' 
t~.c:naol.,.o, will choolc, but net halt, t he upward o0111'1o ot prices. Price end 
•oc• oont rol1 will be aueee1aful onl7 It tb~ ore but t roo1ed by tlooal coaaaroa 
d!ootcnod to reatrlct chlll"n a..endlac and t boroby to r elin" tho tromondoua 
orouuro o! c:on•tataer ~bAaing power on pt'l cee. Such f11111•uree ere 110 eeeenUel 
lltrt of e eomprohon1he "nti• intlot1on procrne. 

'That 1pooll lo coe1ure1 ahoul4 be rdootod It 110 loac" r a lurpcthotleol 
QIIOIIloo to bo head l n the dU. tuture. It lo on urcut -probl010 which h lullT 
unon u1 . !bo YCit YOl""'a of ectuol oa1 potent 1-.1 t l)en41ac belDt; goneretod 11)' OW' 
total wor ott ort tbreat o.,. to pll!3' ~.,.,., with orloo cont..,. end ec""""'l c 
•hblllty. One of the :ooet oratoi"': probl- controntlDt; tho oew Conveu • bee 
ll CollYOil."l o lllllDth honoe dll be t bot of 4rnltlDt; a thonl oropwa to a eet t he 
•••41 of • t r . Tbo prolllem before convaa1 will not be 11erel)' be• t o tt ...... e t he 
••r , but hn• t o do tt In on equitable and oatl• l)lfletlollll!'1 -· 'l'bero h "" 
ouuttoa 'but what tbo war !111 bo tiDDncod. ' be all·tao~rtaat houe 1t tbe ~ 
ant !!OQN: nt ttnuciDC. 

t.lalsht, tbon, I addreao m:1 , ..,0rke , rl.mer1ly to t ho ttocal """" nad a eou of 
coDins ~1t h tnll&t1on. But t o oet t ho oteco tor t~t 41ocu11loa, I obnuld like 
' ' •ar a f ew tbln,o about lnl lot l on l toalt. An onolytll ~f t he lnllatl~• problts 
""•u1roa o•na l doret1on nl tho pr ocooo tllet J!l'<)NOI tnllotton, ot tbc c...tlt tbet 
• llond I t, nf t be a.ldenoo tb&t lnllottnn o:ll1to or tbreat on1, aD4, tt~~&l}T, of 
the 1 tope tbet muo t be tolcoa t o pr..,.,at U • 

•• • 
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1 •• •4 nn~ det ail tbe eTila of latla tl"G ~ft thla eudience. I~a l oeaul tT 
ltt cnttltDOII b'l'\tb i n Ctln•eD\ l ,..u l aonettuy eDd. in actual ecn~~~Dlc tenae, e.'Qd • 

Ito 4tonr1enltlDC effect 011 nur ec• llf'IV' 4ur1DC and attn tbe war, are undf'UbtedlT 
eoeeront tn all 1t ynu. fbe nat'Cll'e nt the l aflotlnaa17 oroceu h oquelly clear. 
'!hen on cxcou lvo and cr~dDC ou'!'Plr ~t cnlla\llllor pu'Chi\IIDC l)(l~er ruohea t~ 1 
vrtrot haviDC onllablo o ahrlnldllf: oUDJ>lT ot cnna11n10r r ondo ~114 oorvlcoa, 
lnttoUnn It In the ""'klnr. It may be u ootul, ho"nor, t o c tto t he ovidonoe nf 
the~ oroee•• In nrdor to clorlty the natura of t ho meaaureo ~bet mua~ b• o4nnte4 
t • cnpo with lotlnt l~o. 

11 The Throat ot I!\l'latlon 

The moen~"" ot ~be 11\l'letlnnary threat tnr tba fUture h endeoced nnt on 
"""h by tho lolf' pore en~ riae In t he coat nf 1 hiDC that hea olreec!y tolmn oloce 
clurlnc tho pea~ h n yeara •• 1t 1o ~ tba relatlonohh beheen t he tlow ~t DUr­

elv!olnc po"cr end the •"PPlT of .... noble cnn.,.er coodo. The 1101t <>Ptlmhtle 
eotlaateo Indicate tbet not mnre tha11 $?0 blll l •n, at ptoleDI prlcea, or cnD­
,,..oro' en~• and oer'riceo will be onllable t or JNrcbeoo In the cooleodar r eer 
1943. In t he 11101 porlnd, cnna.aor a will rece he IIICOIIIOI t ntalltnr $125 bllll nn, 
Poronnol tuoo ot Jlederel, Stete elld lnc8l 0nnl'1lmento, loc ludiDC th<! t u eo 
lo•ltid unde r the ' RnellUe Act ot 1943, .,111 tllke oway not Mre theo $15 bllli " D 
•t thlo os•unt. ' herefor e lndlvidualo ~Ill have ebnut $110 bllll•n at their 
di&Jl"&Ol, or ot prooont prices ebnnt ~ billion nnr end above the IUl'Oly or 
!""'~41 end u rvtcee evetla'ble t n meet elvl ltaa domand.a. 

That ~0 billion Ia the lntleUon J)'lt ontlal tr""' 1943 Income. Unleu I!!UCh 
of It h • ltbdr8wn or immnbllhed. t bo ruob ot opondiDC Jl"WOr t • t he merki't wUl 
breek thr"'l&h prleo colll~o nn a broad front. Black morkoto will I!Nahro""'; 
evasion and dealer !a"rorltlom will bec0111o enmnnplace; and empty obelvea and 
l l lc,ltlmoto protl t a will become t he order of tbo day. In ouch a el tuotl nn 
dhtributlon <>! the ahort ouDply of the nocoooltloo nr llto "111 be """ etul 
end loeoultnblu. Cnmpctlt l nll t o b~ the meano ,f llvln« "Ill bo reduced to a 
dl&nrderly, Ume-cnoaumiDC ocr~Dblo, and soodo •Ill en not to tbnao •~>- need the<> 
""' t but to t ba oo .. bo arc lcaot bnulld bT llmlto of lima, ""ney, ell4 acruplea. 
s. .. re hardohll'l ,.Ill be outfered, eapeol allT by t•llloo In t he lo" toccae 
C""'IJ>O. 

\'n oetocuord ocalnot the eheoo of tntletinn, c~nl\lloro cuat be i'ocluced, 
•bethor by oddltlnnal toxatioa or by otbar meaourea, to refrain fr«ll opendloc onooe 
WI bllllnn, or $4 , 11t nf every $11 nf lncnme ot t hei r dhJl"••l otter nayme~~t of 
lltlttl"' t oxeo. 

11acol manoureo ere t ndlepenoeblo In mootlnc tho t hreat ot Inflation, 
o&rtly becnuoe they 1>ortorm certain tunotlono l!ll.U.lr. t ben o ther moaaurca, but, 
,.,,. IJ!Iportont, booouae they do e Job that nthor control& ~do. Toxeo and 
other flocnl lnotrumonta ~bleb aro tox-ltko In t heir 4osr oe of comouloton atrl~ 
ot tho nurohaolns P'l" • r r~ot of l!\l'latl~n. Tho 01teblhl1oent of ~rice oelllnc• 
reolato the upword pr eoaure ot prl cea ~ puoblnc do~ nn tbam troa ab? ... 
Reller of the upoerd preaaure ltaelf la • vi t el oort of tho ant l-lllflotl~ 
"'"!•""· 'ftlso cnntl'<'la all4 tlxed t a,.., price• offer ..,.rttol rel ief by prnentlnc 
tbe ortatton ~r 1,.,e p~~.rcbeoi!IC power. 

•• -

( 
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lbt conotaDt ...,. rateo e4 ao.oat..,i : tan~ pr1o .. are DOt the ·- thtDg 

01 contUnt IDCOIHI• J'uol 1DC .... 11 • twlcUon not oal3 ot tll!m prlc .. , but 
altO o! ~~ ..OliiDe ot taM coo4• liiU'ket d. t.c• Income 11 a tunatlon nat 
only o! ""'' rateo , but aloo ot the total ,'Oillume ot empl071Mnt aDd of t he 
.ol1DI at eocb •ace lnel. 4a the 'Oilluaae 10f taM output reopondo to 
oll ltary d.,ondl, t .... lnoome will grew a~e regal'<lleu ot price coDtrolt. 
Jnd the leOJthenlng ot working houro, the :uP-cradlll& ot 110rlaou Into hi~;her­
""'" jobe, ond the ecapl07"'ent of more wo...(n In ln<tuotry, will ope.wu creater 
total ""'' p81111ente e't'Cin t r. U.. taco of r~ld wac• rate contr oh. lllrect 
control of tam prlc ee ~ wage ratu doee, DOt pre ... nt the creation of an 
... rtlow of purchulng power, Tuatlon enj1 rele.ted fhcal meaoDreo IIIUOt 
1tep tn to Impound oucb opendl~>g power batpre I t tlowo to tbo marlcet. 

The rot• ot •olyptarr ''"¥ 
Yoluntary oartnp will do part ot the J~ that cootronto tlocal pollc;r. 

Sw:b oo•loto are now bel~>g Cl&de at an unpncedlnte4 rat.. ~nc the 10cond 
warter ot tblo year they were runn.l~>g at an eot !Jiated annual rato of $24 
bil lion, or ep)>rozlmately twice tho rete tor t he oo:oo quarter ot 1941. · Tblo 
roptd acceleration ot onlngo cannot be attributed oololy to tho lar~G ln­
oreote In lndiYI<tual lncomeo. tn conoiderable pert, It lo <lue to maximum 
price regulotlone and to the Inability to buy IIUtcmoblleo, rotri~Gratcro, 
end cortoln other contumer goodo. The hard hcto ot wnr whtch put many 
«•odo out of t ho reach ot cirlliano proYido on olmoot automatic otiCNluo 
to •••IOJ• • Tho campaign tor re<luco4 opanding carried on in connection •lth 
the oale ot ••r bonda bao boon another potent in<lucomont to l!reater •••l ngo. 

Increued oa.tngo hen been o:rpreoee4 in a ttrcwing ..olumo of tto•e....,ont 
bond l>llrchaoeo, inouraDCa pr1011um ~onto, ourronc:r end 4opoolta, dobt re­
..,.ento, and tha like. 1hetbor thio .ol...,. cen continue to grow <luring 1943 
In tho face of henior taxoo eol. the hi.gher Unng coo to 11 open to oueotioD. 
l lthout otrong CO\'In>aontal action it h doubttul that the rato of oavlng In 
1943 <811 bo malnteinod., let alone, incrooaod. Yet , 1t con...,.or opandlot• 
are to be b"""4bt into line with the •aluo ot oupplieo aY&ilablo at prooent 
prleu, co .. """'nt action IIIUot t=oblliu $16 billion of conwcor Inc""" in 
1943 OYOr ao4 abo ... the $24 bill.lon rato of unng. OV fhcal 
1>0lley IIU.t t bo f ramed with that end In Tiow. 

liau. o ... lngo of $.0 billion out ot next year'• 1ncomoo will, ot couroo, 
110\ ru!flco. Thooo con"""or oningo muot be 1!.11• that 11, they l!lllot total 
$40 billion ettor taking acoount of tho tact that oom• people will oat Into 
their en•lngt to maintain current conoua~ptlon. It , tor oumplo, eollle peroono 
draw down tboir onlngo to tho e:<tent of $10 billion, othero will he"" to 
eave $50 billion to stve uo not indivi<luol oa.tngo tor tho eoonCJ!IT ao a 
•bole, of $40 billloa. 

.Utboucb a htgb rate of aavi~>g h an oftectln doterront to Inflation, 
tntng, ore not .., umtba4 bloool~>g. The tund of capitol auoto which roprooent 
ICCUOoulotod 1a.tnn 11 itoolt a <langerouo pool ot potential consumer purchaalng 
J>owor, Tho $13 billion ot United Stateo Sa•laco Iondo could be preoonted for 
redt=ption on lll:ort notice. Jillione ot dollero of othor ooeur!Ueo In the 
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blon~o •t ln~lvl~uolt ml5ht be oold t • bonn, t • buolnou tlr.no, ~r t~ other 
indh'llfueh. 311nk balencee and currency tn ctrculat l on exce~d t>1"-evioua year•' 
holdii\I:O b)' l'laey bllllono. .A4dlt1cm&l billion• could bo borro.,od on lnouronco 
nollctee. tt conaumerft undertook a 1\ldd.en and. "t14etoread c,.,nverlion of their 
m.~e fund ot oo'OH&l •••eta Into a flo., ot ..urobaolng po"or, the reoultlng 
tlooh flood or opencl.lnc ~ould quickly demoll•h the dam ot price controlo. -Actuolly , the bocklcg ot oaTinge la ·not llkelT to be converted Into 
ootnd lngo In oo dra~atlc e toahlon. Rather, eo More and more lncooe lo taken 
·~ b)' toxoo or immoblll•od b)' forced lending to tho Oover~ent , tho reoorvoo 
of tlllroboolll£ oo...,r "Ill be IDCreaolnCJ:y taoped b)' l"'fOOilO reohtla.: e reo!uctlon 
In tbolr otanderd of 11Yill8• .l.o tho protective co .. r1"8 o! bulglng- lnventorlea 
11 reco .. d, t he ohcrtage ot co-r goode which 1Jar zoelceo lnerttable 1Jill 
beda:o !ul l7 &l>perent. .t. ,:ronll8 IIIICber or con~~Roro • Ill be o:on< to 
ou01>lcont tbolr current IDCooe b)' dra" lllC en aooeto In order to gH o lar~r 
oboro o! the obert au.,ly of civilian goo4o. Price otablllt:r .,Ill be threatened 
It capital aooeto ore uocd to rolae con.umor ooon~lng to a level uceed1"8 the 
ovPileblo auoply ot o;oodo at weoent 'Oflcea. 

Phcal mcaoureo muot be draftod ~tth on OJ'O not on!¥ to lno!uclng oeving 
bit oho to dhcouroglng diooavlng. 'l'bo !lll ott oct ot each proooool wet be 
corctully weighed, Th• goal for 1943 Ia to prc•ont *40 billion of cxceee 
lJIIrcheol ng po·••r tr .... rc&ebing the m8rkot tor o'nA\Jllor goodo. Scmo of the 
l40 billion -.ill probnbly bo removed b)' tax lnc rooeoo during 1943. 'l'bo bol once 
""'•t be oddd to rur ftCC\miUleted 1ndlvlducl eovl..,e. Although voluntary 18vill8 
-111 do a oubotrnt lal nort of the ,lob, ••o oonnot oxpoct It t• do the "hole Job. 
~· (\tber mottauro, or measures . euch Dl encnpult"'1 1'7 ee.Ying, C'l~lsr.r1 len.din,g, 
expeodlturo retlonlng, end expeodlture toxctl•n ~1 11 be noceaoory. In uolng 
them !10 ""'t be ' n gurrd, bn"'@...,r, agftlnot doludln;; nuroelveo. I t " Ill dt> "" 
~·4 cerely to ohltt uv1ng ol roney baln;; ,.ode frnlll a ""luntary t • an ontnrced 
ohtua. llf• r -111 c •"'!JUhnry lcnd1"8 t hat cnzoea ""t •f eccUONlnted .. vingo 
c•ntrlbuto tn the o•lutl rn r f tho lntlotlnn prnble=. Tho n>t etfect of ouch 
ceoaurco ...,ld be oerc. U .,0 tell t n •dd «O billion In 19'\3 t r !!U_ lndivldwtl 
,,..,1~1 end ozht1Q~" texea, -ortcea ,-111 riao tn e UMr CD npen or o Cl'\nce!tled 'fffll• 

The i!nle of 1nxnt1on 

~ot '""1"1!o ••d lndlvl&lal tox4t aro clnooly r el ot od .. eapone in the bottle 
•galnat lntl otlnn. The mnro ti>Xe e "0 obtnl n, t ho leoo net ' "'·logo It II nocuoory 
t ... induce 1\r Cf'm-poL .And, in general, the htgh .. r t bc ''l')lWil"" nf 'II"'')UDtory aav1Dgt, 
th• IMll•r the took th8t onntr onto toxntlnn ond nthor compuh' ry mooaureo. 
Of courao , tho oleo of tho pr oblem that toxoa and r olot od flocol meaouroo muet 
'""'o 18 •'t mooeuro4 otmpQ- b)' tho dlftoronoo bot.,ecn tho $40 bllll'n " f 
••••111" tlllroboolnc power and tho $24 bllU'n ot lndlvlduol not acvlng. Port nf 
•O'J locreooc In toxao will morely repl~co onv1"8•• thoro ore • .-ber "' r eeoono 
~~ texea aro 4oa1r8ble, even ea a more ro~looomont ~~ aftY'l nga. !Ut we muat 
"•'14 'fel~hl=c tho morlte of altcm•tln Maturo• In • \'t'C\I\llll. loeb muat b:., 
'""reloed In tull vln of Ita l.mpl!Ct 0 11 the " thoro •nd In full vi ... nf tho .-~ 
bllllnn goal. 

( 

Regraded Unclassified



168 
- 5-

10 ""I"' lloeol ... r 011 IDfla Uoo, additional tuoa coo an4 w ot J>l o:r a 
or..,tnont 9U' · 'fe ceo bard.ly ban bocun to rooeh t-he oconcmle 111Bih or 
taJAt lon and 11 would be ohoer folly t o abond.cn taxet In ra._r or Ita alterno­
ttn•· In tho dthdranl or exceuh e purcbaolac power taxu he"• three 
lmoortont adnnuc .. owr oltoroatho moaour''' 

Plrot, taxatiOQ roil\lott tho need for cootly admlnhtrathe controlo. 
It lo exceeolve money In J>tCJ>le' e hoodo thot cocaolono many or tbooe ccotrclo. 
Tuu t huo reduce tho o•erhlod. of •ortimt covornmeot and hlcreaoe tho fre•4om 
of 1114hHuelo. 

Seconi, to••• reotrlct the eccumulatloo or public debt, and tbuo eaae the 
nrobh10 of oott•,..r debt "'""""""'ent. lb' reduclnc tho l ntereot borden, taxeo 
ct.,. tbo ~ .. ernuot creator !heal freedOll to cooe " 1\h t he economic orobl­
tbot will .. h o In tbe poet -war oerlo4. 

!bird, ot tbe oa=e Uoe that tho:f ald In :prnentinc ,.ortille lll!lettoa, tueo 
otrt q at t ho r oot• ot pote.ntial pon•wor lntlat1011. 1t coooU~»ro, eepeclellr 
tbooe to the mlcl4le eod l""or i OGO!:l8 CfOU)>O o eOOl>IIIUl aU &root OUODtltiel Of "Or 
bond• end other fomo ot oa nogo, there 0411 be e dencorouo aurge of wrchootnc 
oO"er lmtdlftUly etter the 11er . leopl o mo:r r edeoo their booclo ond expreu 
thtlr poetoonod deman4t In ouch 'vol=e thet tho rlg14 c ontrolt of " • rtlme mo:r 
bavo to bo oxtondod toto peecot lme. Inooter ee taxt t facil itate tho removal of 
orlce Md rlltlonlnc controla a t tho on4 or tho •or , tho¥ help reotore tho f ree 
ccnnol1\'f .,. oro fighting to ret alll. 

~ot.,lthotnndlnc theoe t elling advnntogeo, It ~ould be h1sh4' unreollot tc 
to rely on t oxatlon along t rad.l tiooel liMo to ft'otor b tho ~ uceoo of 
chtllan opondloc whlob threeteno ~"Of 1ntlotlon. hen a doubling or tho 
orcoent $15 blllloll or pcroo111>l texea " oulc! toll t or abort of the gool, for It 
~bloc l ike *15 bill i on ot nc~ pert ooal taxeo ~ore onaote1, t he l evel of 
..,luntozy • ••lngo l'fOUlc! ture~ tell belotr tho current l ovcl of $24 billion 
M!!Uolly. thutl decl by other tltcol moaaureo, pcroonal toxet .,.,..14 hove to 'oc 
loereaoed ~ T.Ore thaD $20 'olllloo t o complet e t ho ebaorptloo nt $40 billion of 
neeu opeo41ng power. Such e ..,lume ot tftnt epoerro not t o bo pol1Ucell7 
feellbl e aod "Ill' not 'be tco!l<lmically clealre'ble . Ot her meeourco ::IWit be ed.cott4 
•• reotrlct t ooo41nc. 

f ht rcot r lctlon Df aoon4106 1o of courto, a by.oprNiuct of price cnnt""l 
and opecl!lc com.'l»41ty ntl nolllg. i.t , 81 we hevo Mted, price cnotrola connot 
'!><>rote auccou tull:t • hbtlut a cll veralnll ni wrcbaolng J>O" er f r<>:A cnn.,..r 
morlceto. UthoU«h eventuel ed~ptl~o of opeclt lo r etiM ing no • wide ocel e mo:r 
be noceooezy , tho oxteoolon of ouch rationing outflolontly to cover the bulle of 
c~os-r opendlac ,.auld bo coa t ly end lrlca.ce. lfo muot l ook t Q otber meaau.reo 
to •cMooe t ho neoonaey curtailment nf onnoumer apend1DC· 

The Treooury hat examined. four g ener al me"ourot , on:t of ~h1eh eould contr l­
bote IUbotantielly t n p r ice otabll1U.ti"J> one! to Ull oqulteblc dhtrlbotl'n Of 
the ahnrt IU!>Ply of civilian g~o4a. J:nch ~ould oh o ifiYt ou'oatrotlol cllreet or 
Indi rect ooth toace t~ floaoclog tho 108r, 'l'heoe tnur muourot " rc C""'Jl'.llo0 tY 
len~loc, crc'P'lo~ry .. vine, eXpcn41ture ratlonlac, nod cxpoocllture tautlno, 

-
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•hlch I ollrul~ lllce t• 41oouaa ,.ltb 1"'1 tc~>icht in thllt ~1'4er. 

O""pulo~I'Y Lend\!!« opt\ Cnmwhorx Snrlv 

Thoro t o a marked tendency \1> current dlo~ooion to uee the t erm1 
"comouhory lend1n«1

, "compuleoey eavift«" • *foro eel loan•", II.D.d "ntlnlnna aavln&•' 
0 1 If the:r •ore interchanceablo. Actual ly, co~puloory ltpdlng 11 outt e 
different from comwleory ooving. both 1~> ~>Hture a~>d '" effect. Tho lec•l 
obll«otlon to aM. to thll GoveriDol>t "" MOul>t equallla« e apee1fle4 frectlon 
of lnc.,a, tX])el>diture, or other baae 1o quite d1Noront from tho local 
o'oltc• tlon to JA!t o apecltled fractlol> of Income. :9:1' dnwla« on prev1oual1 
.ccUNieted ou oto, "" ln<lhidut<l Call l end to tho Oo""rDIIIent and. ;ret not eove. 
Or, be mi«ht one ond ;re t lend nothinc to tha Oover n::ont. 

A tsllll-ocolo OXMple ot c-hory l eadinc h the 'OOat-•ar c"'dit under 
tile VIct ory tax. !!owner, the o!!oeto •gaiaot I'OOh londtnc !or "mrlouo tonao of 
"'"'"« ouch •• t ho l"V"'•nt of l naurunce promlumo, the reJlll)'ll<l>t or debt, and. the 
.. lUDtary purchoae of e l\clblo war bonda co~>...,1't the VIctory t •x credltt Yery 
lorcolJ' Into "" cXMplo of C""'l"lltory ••nne. Ono ahculd 1>0h, 11erhepe, Ia 
cltla« t hh OXI'Jllple tb.tt c•mpuloory tov11>£ Ol> oo 110daat • ocelo 1e ualllcoly to do 
tnort then reolnco • P"rt of voluntery • '-•lng. Both comwh~ry londlnc and 
comoolaory t oYing ann bo mnde procreaoiYO 11> their lncldonce thr~ugh the use of 
ex .. pt lnnt ond graduntod ratea. .lntuming thot lncomn should be uatd eo the b••• 
tnr ~ lthar mo~ aure. ono might , fnr 1natonoo. eet up ft echtdule requiring no 
lending or, nlternatlvely, no !.!l.!1!!&o tor t he firot $1,000 ot Income recolvtd by 
• ~~rrlod pere-.n without depcndo~>to; en ~ount eQual t n 20 ocrcont of the arxt 
$1, 000, ond J)OrMpl 40 'DCl'COI>t of tho third $1,000, oDd ao ""• might bo rooulrod 
oltber a1 8 o•mpulaor,y lo01> t~ the Onvermnnnt, ~r eo onmc type of ooving1 It 
• ..,puhory •••II>£ •oro -.dN>ted. Special J>l'~dolnll r~r flx•d Cf'lllllltlllontt or 
utre•Minery expenac1 c•uld be ~:~Gde under clti>'lr mea1uro by e llotriD& •ff1eh 
fnr eucb thiaca 01 perannol taxoa, rt-nta, mctUco l exponeee , debt repr81mente, ADd. 

the like. 

!oth pl•na c•atrlbut e t~ tho cnatr• l nt in!latlna In orocb the tocc -., •• 
hxott~, ......,l;r, 117 illlllnbllirlng tho opendlnc ....,.ar et the dl.,.,lal of cnniUIDcro. 
C~lanry oovlng la o mnro effective lmmoblllaer than campuleory londlD&, •• wo 
ohall 100 Ia n mnmcl>t, but tho two llatJ'IIIIIcnto onJoy certaiD c"""""n odventet:o• 
f'IYer t ~llltlnn. ~ 

The ~dvo~>ta&e m~at urgently clalmod f nr bnth c--·.{or,y londln& end 
C""'t>Uhoey l t "IJl6 h t hnt, DO COID'J)IIrod uith toMtlnn:••:;r;;OI01"fC ~ tbe lnccnUvo 
t• ~ork. '•rkoro •Ill bo ~nrc wlllln« to wnrlc herder end l onger If they !tel 
thet thoy • ro nnly t cmpor nril:f deprived ~r the fruita of their labor, end thot 
thoy mey enj ny thnao fruita nttor tho wer whon gnnda oro once mnre ebuadent. 
Slmllor}J', tho prom h e of future ro,.arda lllhoront In 0""'JNloOry l ending nr 
0"'"0Ul tory tovlng juetltleo 0 · grco.t er reetrlctlnn nt coaoumptloa •onng the l~or 
lncocoo t rouJ>t thai> "ould be J .... tltled under outr1&bt toMtlon. A third advont ece 
follo•a f rom the !lrat two namelT t hat lercer totol l eYieo on all Income 
rroupe btcoce more &ccentable ~hen'e promlaaory note la aubat1tute4 foro tna 
1'8Ce!Qt, l'lntll;r, the co~~pubory lendiiiC'..ad oaYI"'! tcb-• .,auld create e 
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ruerot o! lndlvl l!u.el J)Urcbaoln,t power for \ ht ooot_,ar period. 

Io t he l.,...dl at e Job o.r reclucln,t clvil l1111 tpendlng, c<aJ)Uloory tendi!!,!; 

11 lii<41Y to be conal<lerabl,y le01 effect he tll1111 COOIJNhory ••vi¥. Tbh h 
trut bee"" '" It l o directed to only one •• sment of ••vi~¥ ,hilc compulsory 
, .. log comorohondo oll forma of uving. 'l'o a oonalderable extent , eope<".lolly 
omo~ uoner Income c roups , the coarauloory lendlnc obll&nt l on would be met out 
or occur.rulnto4 eevinge or out of current income thot .,f'lul~ heve been eeved 
an:f"Ol"· ~nl:f tho•o per sons who <li d not normally nv• oeyt hl ng, did oat )U,,·e 
eroltal , ond could not obto l n credi t, •auld be compelled to reduce OJ>endlng 
by , 0 8..,unt correoJl')n~ing t o t heir lendlnc. Slnoe , In c cner el, 1t h the 
l .. oot lnc~o groupe who sove l i ttle, have f ew • ••et a, ani hove li~ited credit, 
It 11 MIOilll t hoae groupe that the real 1mpftCt on c onoumption .. ould. be coneeo­
tl"'tod. It follou tb&t rey CIDJ'UlAOry l endillg achedule """ld In prectlc• be 
Je01 0 mgreulvo in Ita Incidence on MDO,..ptlon thon "'"'14 o:vpeer at firet 
sltt!~ce. 

C-hary oavilll' is more direct and ooeithe In coatr,.lli"'l oo...,...r 
t !IOD'IIn• thoo t ither tiiJ<atlon or coo'OQltory l endiftC• It In .rrect t ells llCople 
t~Utricht how rauch t hey ce o spend. out of a given tncn.me , en.~ ean even be 
.,.,...,.t o\ t ,. a llOint ~here the epend1"1l nf further incr•"'ento of inc:ome ..,ult\ 
be orohlblte,O.. "fe have nnte-t that c""'J)Uloory len~l !lf; ro>quire<:enh can be met 
~I llm>l~tlnc er pltnl • esete nr 1raw1ng upon nnrmol oovlngo. Taxes coo 
dmll~rly bo '0011 rr"m theae aources; h'3weYer , t(l.xoa. unlike f l'lreed l nana, ere 
not • oubfttltute fnr nthcr f omo of sevin;r; tr peolllO " ont t o maintain theh 
C\llllomory rot e Q! otiV1"1l I n the f ace nf ttueo, they lllUIIt cut thei r epeno\1"1l. 
So tnxea •.·111 m~"~rO e f f ectively cut Cf'\OSUD-er apondintc thon c "mpulsnry lQ&n&. 

Comoul enrJ ooving, hnwo~or, lo not eubjoot tn tho l onpholce of liqul~tlnn 
nnrt eubetttuti "'n. It f1 Xea n not &O\'inga roquirftrnont t or ~ach incnmo rocip1t•nt . 
Th11t r!'lquiromtnt cen be met ~"nly "'Ut ,..f 1ncnme . lli'Jt f)Ut 1"1( tho &C'le nr Ct)n­
v;rst~n nt Ptaeto. ?b9 fnrm 1n ~hich the eavtnga nre hal 1 11 ~eteri~l eo 
1"~ e-t ~ f "'m C!'ln be c nnvortc". into eurront apent\1~. The vito-1 1)1'\int h thet 
t!-.., ..... - \l'llnro -,ul1 not be c"'llpetln;r f<>r t;M~t In t ho m~~rlwt. Tht Gourmcnt 
c~ul" ~1tbnut faer ,..t i nfletlf"n apeu~ an etVUCt eou""l t o the lno::: ~r i.o]>mm1e-"' by 
e""l'Uhnry onvlng. "fl>r finance "nuld be out~Ucnlly ol.oplif l e• , since 
tn~eatocnt tn tn~tr bon"\a ,.oul 1. b,e stiltulet e1, ca-t the mare 1n o! t4XI'ble cew c: 1t1 
~o-JV be ex ten 1e •. · 

In prlnci ple , then c~laory •r.Yln, could prov1".• e co:!lorehent>i,.c­
•olutl on t o the probl""' of inflation. Tho- totol amount of con~~UC~er opon' lng 
c:ouP be oltche 1 to tho evo1le ble supply or c one\r.l:t r i OO:'I en•' cerT'lcee. 'rhl a 
•out• bo •one by r equlr1"1l that the Uff• renco bot wo•n toto! in' l•-i·'uel Income 
fln.- t~ "nluo ot avt.~iloble aupplloe be eot•e-4 i n one form or on,th\1r• 

F.owo••or , comwloor r onvi ng 1e beeot ~ith n~ l niotrntlve 11ffleultleo. 
~OrP\y tO l eblllnte thot eocb J)CrBOD ~th 0 CIVOD lncomO obnll •ova e speci f1e' 
Mount 1o not su!tlolent. Nor is a }cnl')wle~o of cool\ pernon•e l ncooe f1Jl1 
~•rentoo of eucc oaa. It h obsolut• l,y CM>Ciel t o thh plnn to obtein I n • 
e ' ttlon n """P•~.ot of eeeh i n'1v1A.ual'• ea'Oi t ol J)Co1Uon ot the b•gl nAin;; an 
•t t )U, ••~ of th• nori o -1. in ..,h;cb be wa e obll;leto~ to tftYO. Such bel"""e ahe cto -
f or t l:ot lo "hot the enopebota woult\ amount to - .. oul '\ bo t he onl,y c eMa or 
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oroucU"' tho COOil"'hOI')' oo'ri~~& pllll> from bolac W>Umlud 117 tbe 1100 of 
l <hU"' boloncu and credlh. fbe ccxtpllhol')' oovl""' roCNirement cuot be In 
tei'IU or aU oovlnt;o, end net lOTi""' C8ll bo det ermined onl.7 by tUbtrectlnc 
101 01 or 011ou, declinoo In depoolh, ODd oo (orth trom tho cro•~ oavloco 
ranreocotod bt oovlnco credlto end porch&eeo ot oooeto. To obtain a ploture 
of chnJlill In oapltal poo1tlon "ould bo a DeY and dlft1cult, tbol.lgb not 00 
1110011lble. Ddml nl otratlve taol< • 

.IMtbor oompllootl~~& factor 1o tb&t ccapuloo,. oevlnc reoulreo n certain 
,.0uot to bo ooved out of l~>::omo COQQUrr!pt!,y with the receipt of that lnc,..e. 
It •ould not, lllca pre1011t income taxeo , be o 11ebll1t:r tb&t tallo due In the 
rear tollo!!i!IC tho receipt or Income. QuuterlJ roturna •ould probably be 
... eu•TI' to lcoop lndl'riclwllo poeted on their u'rinc• llebilltltl. l'!v<!o then, 
QO!DtiC IJI"Ud tluctuatlooo In income or In expenditure needo mlt;bt upoet 
oeoole' o oaloul~tlono. In eA¥ ctae, the;r •ould not lmo• tor aure thet th07 
h.od c0111J1Utd axactl.T dth tho oe'ri~~&o r equir..,oot until nfter the event. 

One • othod of ontore iJI& the u~ reoulroout ,.ould bo to looue each 
roo""""r a llcenu t o opend onlT a opecltled IIIOilDt on coniUIIIOr podo end 
oervicu; In thh event, e0111!'Qlooey oevtnc would becoeo eln>endi\ure ratlonl"C, 
Or, If a gredueted ochec1ule nf pe~~altleo tor open41nco abo,. on exempt mloiCND 
,.. .. utllhed, compulooey oavl"'' lfOuld bocomo a t:rpo of expendi ture toxat loo. 

Expenditure Rettpntng 

Erpondlturc rotloning llmlta total cono\1111or opondlngo by fblng the 
o•xlllNID Olllount thot cvoey t omll.T or elncle lndlvlc1uol h ollowed to ~ on 
rotloood goodo. I t may quite properly be thou£ht of •• the reciprocal of 
coopuloory ot ving, '!b1oh opccltieo the omount •bleb poopl o mutt t.=• If tho 
"mount or apcodln,g on rationed goode ia tlxod, 1 11\viCC, in oftcct , beeoreea 
cocmlaory. 

Tho ll)()ndl~ dlotment, 11\c:e the oovl""' rooulreoeot , ..ould be !!xed on 
the b• olo ot tmll:r otetu.o nnd current income. Ratloood coods would 1Delude 
alcott oll conamera ' goods p.Jld aen1cet thot ban ont current eoet in le'bor, 
c'tcrtele. or (ftcll ltlea. Rente, tuition, medtcnl cere, end • f pw other 
&elected lt.,.o might ,..n be ~loeed beyond tho p<~lo of the expenditure retlon. 
Vctpt tor thoae l t ema, h.,~.,er, coneu::nera • goodt could be 'bw#tt nnl.y with one'• 
rrtton ollo~ooco . 111thln tlul ollo,.aoce t he conou"'er would be (rae t o ollocote 
bit OXJ>Qndlturee ea be plcoaed.. And, of OI'Nrae, J>OOol o 'JOuld 'be tree to uaa 
tncnoe 'fith,.ut roatr letion to meke g1ft a, ~ ttuea, fJII'11 lneuranco 'Df'Cf!llma, 
buy reol oot ot e nr oecurltleo, or to onve ID nthe r •at•· In t oot, the very 
•uonco of OlrDOodlture rationi ng le t n toroe dl voroloD of 1neomo 1ntn ouch 
non-1nr lnttoMry ehftonolo. 

Tho nvor-oll rat i on ollowooce t nr tho ontlro oo~D~ during on1 gl~on perlnd 
••uld bo dot onnl ucd b7 t ho d•mNldo ot price atnbllit:r· Tho object '<ould bo t o 
llmH t ho """unt ot ratl<>ood expendlturo t o \ ho ootlr.~n\ed v•lua nf t he ouppl:r 
or rattnnod gMdo availabl e during tbet .,.riod. In ootimotlnc t b&t ..-l"lle, nne 
..,•ld rroply "7hat e"Hr pric e l evol 1\ ""' desl rd t n M l nt ntn. ?lcxtbillty """14 

( 
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be 8 cardinal feature of the plan, tor It would be relatl•ely eoay to obango 
tho totol oX"Dtodlture ration ao more accurate 4ata became nollablo or aa tho 
e~J>~otod aucnl7 poo1tlon changed. 

liY Ito direct attack on tho problem of exoeuive oon~N~~~er pureboo l~~j~ 
l>OWOT throuch t ho Umltatlon or expenditure lttolf . thh J>lon h OaJ>&blo not 
only of dcall~~j~ lntlatlon a bo47 blow, but alto ot allocatln« the economic 
18cr1fleao ot war In a tair and proche munor. The allotment ot eJ>Ondlllj! 
..,.er to !ndhldualt or lnc001e clatteo cannot b6 ...,,. J>rtcloe under a urogram 
or tl\llntlon or cacopuloory lendin«· Talrln« awq Income b7 tueo or entoreln« 
lo~n• to the Government doea not neceetarily torce a roduction in coneum~tlon 
•X'P"nditure throug)lout the lncocae ocala. :&t direct limitation of apendln« 
reclliU tto' bot h the o""r-all r echlctlon 111 opendlnc tb.,t h ne<"ded and the 
dhtrlbutlon of the rechlctloa 1n the manner thl!t It deelrecL 

Thooe of no who he•e exomlaed th1o l notrueent ot control reall•e thot 
the plon ..ould require elAborate admiahtratho mecbiDOry. !!le rotloa l!llllt 
could be enforced only through the nee of o Uceaeo to purcheoe , In el ther 
coupon or ot her form. :Dle coupone would roprooont thot ~>&rt of lnc001e which 
... e~J>~ndobl e on ration goode, and might e•on be Identified with money. 
Coupon dlotrlbut lon would be 011 enormouo took, but It could J>Tobabl7 be 
eecQOpllthed through the acti ve coooeratlon of emJ>lorort, r ation boardt, boakt, 
end ot her !notltutlono. Thle brief mention of odm1n1otrot1nn it not Intended 
to dn more th411 lndlceto that the prnblo111 hno been under conelderot!on, 
It Cnngreu dohed to edont n plnn f or expend! ture rotlonlng end the American 
ooonl e ~ore ~llltnc to eeceJ>t It , n t ol erable toheme ot odm !nletr~tlon could 
aurely be devol nJ>Od. 

E!pepditurc Tr~~tJ on 

A olen ohlch odn!lllh eo the olblnhtretho pr<>blomo of direct contrnl 
"to' nlylllj! larsely .,n !nchlceaent r at her then .,.. cnco,..lt loa l:ao been drel'ted ond 
....,._ndod t n tbe o~n;:reao b:f the freeaury. I refer t o the opendingt tM: .. hloh 
tho frtetury t ulnittod t " t he Senate nn~~nce C.,.,..lt too during conoldaretlon of 
tho Rt•onue 3111 of 1942. 

'!'be opondlngo t nx baoe 11 c ontumptlon rnt hor thon Inc,..., Aa Ito """'" 
1nd1c•tu, thla tPIX "'~'~Uld be imooaed on expeDd.1tur61 f or oonauoer r oda and 
•• r•icoo. It to not lmpooed on- Inc~• received, end It OJ>OCI!1ct117 ex~pto 
lnence l oYOd. Tho opend!nga tax, In teet, l ooko t o tho dl!foronc~ bet•oen 
lnenao rcct l~od nnd 1ncn111e aAvcd. Ito beoo II •rrl•~d •' b7 eubtrPctlng frnm 
cnch noronn •e lncnma h io net aev!nga at evidenced by odditlono to hio COJ>ltol 
neaeto end roducti•n nf h la dobto. rurthor doduot ! nn , ouch • • r ent, l!ledlcnl 
•Xb<>na~t, tnd tultl~n cen bo e llol'Od If doolr ed, ~nd t he regular inenmo tax 
, ... uld.. nt cnureo , ba deductible. 

!>cept for the differ ence In boac , the ooendlngl t~xh•:~t~t:!~~~Y 
roucoblco that nf the 1nc""'e t ox lllld hot I!IUCh I n °~""'~11 " t f 
llUltnry lending end compultOJY oanngt de.tcoo wo wer e eoaolderl~~g a e• d 
011nuteo "'"' Jllrftoptlnnt acc<>rdlng t o f omll)' ototua """ld be !>rondo~. on 

• • • 

( 
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1111011 sradU&tod rato1 ~14 be ~~lied. lOr axaoplo, t he t l rot $1,000 lpeot 
00 ftOodl eo4 • •rnc01 lr/ a married mao without dopeo4ontl alpt be exmJ>~. 
A u x poDIIlty of 20 wrcont mlcht be placed on tho oocond $1,000 ot con0111ou oo 
• ..,.adlture, 30 percoot on the third $1 ,000, and auceonhely etoeper tun 00 
oddiUoool !oerementa of apend!nco. Rateo .,lsht r lao t o 100 oereent or 110re, 
dopendlnc on the dea1re4 raotrletlon of ·~ndiQ&. Pllrt ot tho tox could bo 
t•eotod o1 o ooot-wer rebate,, if I t wore deoired to combll>o e011p11laor:r leodlnc 
with tho tex on opend!ng. 

Tho ependlnco tax woul d reduce apendinc not onlf b7 41uctlf .. lthdrowlnc 
Income In the tom ot texee, but aloo by powertUlly 1tloouhtl nc o•vlnc throuch 
!U droetlc penolt;y on opendlftl. rhh ponolt:r would not bo lniod 1ndioer1-
miCAtoly on aU apendero, but rather on theoe opondoro that CO\Ild beet ettord 
to 'P"'' •nd on that '""""lit of I'PfiD~inc which could boot be ro4u:e4 or el11D!Mtod. 
'l'te dittercntleted ex ... puoo 'l'OUld enable peroono •1\b ..... n ino010eo to obtaio 
buiC tubohtence noedt froO of \ QX, Wbllo 1\00~ crod'Got!OD WGQld 'br ine \he full 
.. tcht of tho te.x to bear on cOIIforta and lu.xurloa r ol hor thoo oo oeceu!Uea. 
l'llo hlcheot peoelt:r r at eo would apoly to theoo who 'l'&ro tr:rlnc to obte!o 
n dlo~roportlonete oharo ot t he thert ouvply of clvllloo soodo. The apeodlneo 
t•x oor•oo the loter otto Of equity 01 It gooo nbout I t o t aak o! oreYontloc 
lntlntlon. 

At tho onmo tl.,e, the a~ndlnso t~ pro•1deo r eYonuo tor wer flnonc e both 
b-1 tho ro.anue i t collocta and by the envlll@' l t at!O>uloteo. .UthOU«b the oovloco 
Induced by tho opendloco tu would not nocoooorily be 0<\14 onr to the Tre.oury, 
tho;y nonotheleae would be r ... o,..,d tram the opondlne atrcllll end would be oclded 
to tho pool or unopent !nccmo ~••Hable, dl rect}7 or l lldlroctly, to ! l ru>nco 
the 1tar. 

the apend!nga tox ~Jld bo edmln1otored ~tblll tho tro=owork thet •~lato 
tor the loc010o tu. The t &%pO.YOr 'IOOuld till .-.t e camblned laoomo ftnd opendlnco 
tox form ond would pe'f tho t"o t !ll<ol together. Detailed recorda ot expelldlturea 
•ould not he nee ded to enforc e the tax. Tlle totel opend1DC• t lcur• on which the 
tnx lo baood ~ould be dor!ved t ndl rootl y by doductln& !rom the t otal •mount ot 
n•nllnblo tun4e, the omOUDtl 4~•oted to purpooeo other than I)OrooD8l eonouarptlon. 
To tho d• to olread;y r oquirod under the 1D401DO tax •ould h• •• to be odded enoup 
ln!omotton to det erooine whet ohaagoo !J1 c•pit~l pooitlon tftl<e )lloce dnrlne the 
1'10tlod to 'lhlcb the tax owUao. I:omodhte ~ct en opeodln& could be oaaurd 
117 collection at oourco 01 a ouNhDtlftl pert of the tox. 

l<nen4!ture t!UaUon 1o " rUoulor lt .,.n adopted to the J ob ot ooolnc ~tth 
lotloUon. ?!tboot llrpoolnc lrlcooooe ac!minhtntho cont rolo , end rttboot ltooU 
rtoulrlliC elaborate olb! n1otrat1YO mocblnn:r, 1t con • raotically aut ·~ding 
""~ con dhtrl bute th>lt cut oaultobl)'. 

,. 
• 

( 

Regraded Unclassified



-11- 174 

Cplutim 

1 h•~ •utllno4 thto oyenlnc a broad c~lox ot t t ecol t ool a ~ltb obtob 
• forceful •oti•llltlotloo progr8111 IBI!T be taobloud. lillob boo lto ohortc010tago, 
but ecch h •utly tii'Dtlrlor to i iWltioo. !ba lllll>ortaot tone at otake 1e to 
oolce 0 choice ond to 1IAlce it now. Switt action 1o noodod to 'J).It into oftect 
t bot QOoouro or tbot coabi liOt lon ot meo111roo whtoh will moot the problem ot 
11\f lotlon tour-oquore. 'Too loto• eGA bo juot •• 41oaotrouo ao •too l lt t lo, • 

-

• • • 

Regraded Unclassified



('r. D. 5186) 

'!'I~ 29 - L.IJIOR 

CWi'iR VI II - OO!Cl iSSIOIQIR 07 IIIHIUW. lirlmiV! 

P.lRJ! 1002 - ST.AI!It.IWION OJ' S.U..UUIS 

TRZASURC DIP ARl'KI!!liT, 

175 

Otfico of Coomiooioner of Internal Psvenuo, 
1faohin&t on, D. 0. 

TO COLLECTORS Oll INTEJU!AL R::VEN\Iil 
All!) OTIIJBS CONOlllUIEih 

On October 27, 1942, the Proaident opprcnd roglllatidne rolatiug to 
VIICOI and onltu' iet p reacri'bed by the Economic Stab1111at1on Director (7 .P.:!!. 
87-18) under tho Act of October 2, 1942, ontitloc1 °All ACT t o ... eo4 t'be Ecol'­
c••C¥ !>rico Control Act of 1942, to .Ud in prcvnnting inflation, and for 
o•~•r purpoaoa0 (Pu?l ie ~o. ?29, 77th Congreao, 24 Sooaion) and S.eeutivo 
Ordor Jlo, 92~. dnted October 3, 1942 (7 F. )! . . 7871) . Thoao roguletiona eo,.. 
rerroli on t ho Co::~:~inioner o! Intorru.l !levonuo aut ho rity to n&oini.eer t'be 
prort alona thcroof rolntiO« to tha ~tl\b111tl\t1on 1\j)d 11Ditntion of corbin 
111loritt. In tho oxc rc1se of the author! ty oo eo!l!o rrod on t'bo Co:::obaionor 
or Intornnl Rnvcnuo, tho follovio;: ~1\tiona rol otiO« t o aolorieo arc hero-
by proliUlgotod. · 

Soc. 1Ct 2. l. 
1C•2. 2. 
1002.3. 
1002.4. 
1002.5. 
1002.6. 
1002.7. 
1002.8. 
1002.9. 

. , r. 
T.AllL!l OF OOQTS . 
.. . .. ·. 

SUBPAR!' A. - llEriNUIONS 

General tol'!l!o 
Ecp1oyoo and, eoplcyor 
Execut ive emploreea 
~1n1strativo employee• 
Professional o:p1oyooo 
Salary payoento 
Salary rate . 
Inourance and pootlon bcnofita 
Approval by Cccoi ooionor 

Str.!PJ.Rl' 11. - JURISDICtiOll 01 COl«ISSIOli3R 

Soc. 1002.1Q. 
1002.11. 
1002.12. 

Soc . 1002.13. 
1002. 14. 

~c . 1002.15. 
1002.16. 

Amount of salary p~;tmont . 
Conclue1~ona.o of dotono~nation 
Goograph1cal ecopo 

SUBPAR!' c. - SALJJ!Y Il/OBEASES 

Coom1osioner 1 s npprovol requ1ro4 
Co":.iao1onar 1 a epprov•ll no~ ro~uir<ld 

SIJ3P.IIlll' D. -- SALAl!Y DIQJ!ZASES 

Salnri oo under $5, 000 
Salariea over $5,000 

(over) 

• . . 

I 
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81lBP .ul'l' JJ. - OOVIIIllKill'rAL IMPLOTDS 

Sao, 1002. 11. Stato &D4 1oo&l e~loyeoe 

suBPAl!'l' r. -- LIMITArto'w ON OlmAIN sALiax:ss 

Soc. 1002.18, . Baa1o allovance 
1002.ll,. · O)!ar!~ablo contributiona 
1002.20, l neurance promi lll!la 
1002.'21. 11.xe4 obligati on• 
1002.22. Jed.erel t gea 
1002. 23. llul tip1u e~1oyera 
1002, 24. Li c i tation on 1942 aelari ea 
1002.25. Co~unity pr operty 
1002,26. Taxable yoar 
1002, 37. llltteotiva d11te 

·-. .. .. . 
. . ..· . 

. . 

\ ..... . 

Sec. 1002. 28. 
1002..29. 
100'2. 30. 

a • ;_ 

Sec. 1002.~ . 
1002.33. 
1002.33. 
1002. 34. 

Amount s di sregarded 
Cri mi nal ponolti~a 
Salary allovencos under Code 

SUEP .IJ!T H, - iilCEMP'l' l OllS 

lllo:npt ecployora 
Statutory s olories 
Sorvioos in foroign countri es 
Foroign eopl oyors 

•, 

. . 
• 

•. ·• : .1 ! 

Al1rHORITY 1 Soc a. 1002.1 to 1002. 84, 1nc1 u.s1 ve, iesued uncler Pub, Lr;v 
?29, ??th Coog., 2d Seaa. : E.Q. 9250, ? P.R. ?8?1: l!A!gs. of llconomic Steb111-
t at1on Director, dated. October 2?, 1942, ? J.R. 8?48. 

SUBP.IJ!T A. -- Dili'INITIONS 

Sec. 1002.1. General terms. -- When ueed in these regv.l!'~ione, unlesa 
othe rwiae diatinctly e~roasod or manifootly incompatible with tho 1ntont 
thoruof --

(a) Tho t erm 0Act• means tho Act of October 2, ~942, (Public 
No. 729, 77th Ooogreae) entitled •AN ACT to amend tbe' Zoarge~ 
hl.ce Control Act of 1942, to aid i n preventing i nflation, and 
for other purpoua • , · 

(b) Tho t om "Board• oeans tho National War Labo~ Bo!U'd 
cr eated by txeoutive Order Uo . 9017, dated JanUAry 12, 1943 (7 P.R. 237) , . . . . 

(c) The t orm "Commiasioner" mo ane t ho Commissione r of • Intern.u Revenue, ... · 
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t4 ) 'lifo term 10o4o• aeana tho In\e1'11al IIITeuue Ooae, aa- ,.,~e4 
• ft114 .. eupp,l 0llleut b4, • · 

, .. - (o) -'l'ha term ' p eriou• hna tho IMO meaniJic na vbou uao4 hl tbo 
-.. • Cod._-. 

• I 

'! 

. . .. 
(t) 'l'ho term •Genorel l!ogult1Uo1111 mefllla rogu.J..ntiona {relating 

to. wngoe nnd anlari~a) i aaued bf the lconomic Stabi lisation Di rector, 
ifP!Io'Ved b7· t~.o 1'-roei ,d.ent 'O'n Oct ober 37',· 194<1 {? l'. R.· 8748) , and a. 

. et:~Ondlld .or thJi~Pl. om.ent~· ,bY. aulJnctuont ·rogulatio111 ·h aued bf the lco­
nomio ·S~ab111zn't1on Di l!ector. r el ating. to wocea and aalariea. 
.. + .... ' • • • • • • • • 

... • .I 

{c), The .t erm . "i n cont ravention ot the Act; monna i n cont raventi on 
: 6>1· VIle ~t ot Oct ober :t, 1943 {rotorred to ·i n paregre,pb {e.)· above) , 

Executive Order No . 9250· ot oc·tober 3, 1943 {? l'.R. ?871), tbo ~no'rt(l 
. llnglll.Ationa , these regulation• and other rulings lllld regulntiona pro-

-:. d "mul&n'ted under · euch Act:, · . · . ~ . 

Soc. 1002.2. lbploy.,,. IUid Eorplorer. - All ~lofoo, tor tbo purpoeea ot 
thoao rogul ntiona, 1a an individUAl who porto:rma • ~rvicea tor eo1:1poneaUon 
vborO' the' re1.l'tionai{1'p bet;weon him nnd tho person to r tdlo::1 ho pertor"' tbe 
aorvicea 18 tho legal rel et ionahip ot Ol:lployoo and Ol:lployor, Ac ccployor 11 
RIJ:1 p~raon t or whoo an individUAl portorme any aorvicoa, ot tdl11tnor nature, 

.-.,'i ~o "omployoo ot ·allch' pore~n. · The t orci 'e:>ployor• · ia no\· l!mito4 to private 
... persona engaged i n trade ·-or bua'ineae, but inol udea orgal\hationa which, UDder 

iectio'n1.01 ot · the Code , are exompt' from i ncome t axation, and e.llo covern.mel!t 
depa.rtmenta and agencies , Tho existence ot the legal re'lat1onah1p ot employer 
and employee 1e to be ascert ained in tho light of the gon~ ral purpoaee of the 

• Act I.IJid "tho <Jonotal :Regtilnti one.''' 

Oonorally, the logel. rolntionohip ot emplo;ror and eClplOfee oxhta vbon 
tb'o perec>n 'tor 'llhom aervicetl"nre portormod h01 the ·riglit to cont rol and diroct 
the ' ind1v1dua1 li'ho perto:itos the ·aorvicee, not onl1 na to the reault to bo 110-

compliahed. by tho worlt done, but 1\leo " t o the details and meP.na by which that 
r.eault 1a accomplhhod. An 8liiJ)loyee 1a generally subJect to the will and coDII 
trol •ot the emplo)'er not o'Dl;r as to'"lddat shall •bo done but how 1t ahall be done. 
In thia eonn30 tion u 1a unnecaaaary that tho omplcyer actuelly di rect or eo~ 
trol tbo precise maruxor 1n ·which tho eerrlcea are pcrtormed: it h .eutticieut 
that ho hae t he tiglit · to ·do · to. · 'l'he right to diacbarge 1a eleo an iapor tant 
factor indicating ·that tho p oreon poueoaing that right 1a an employer. . . . . 

' Oth~r feetora characteristic of an omployor , but not noceaear ily present 
i n every coao, aro the furnishing ot toola and tho furnishi ng of n place to 
vorlc tO' ·tho ind.ividulll w o portotlll.ll '~no aor:vtcea. I n general , i f .on i ndivid­
ual 1a eubJoct to t ho control o·r di rection ot l\llothor lDO'ro.l y 111 t o the reeult 
~o bo accompl iahod by the work nnd not na to tho monna and methode t or accom­
pliehing the r oiult ho 1e an i ndopendont contractor. All i ndiv idUAl portorao­
ing-eorvicog 81 an f nd.apendont contrnctor ia not on e~ployeo ne to euoh eerv­
ivea. Phyaioinna, l owyera, archit~cta , contractora and other• who follow 811 

i ndependent trade, business or prof'oaaion in vhicb thoy otter their 80"~':h 
to t he public Are getiarall.y 1ndep'ondont contractors and not ocrplcyoee, 8 er 
tho' r elntionahip ot emplofer-emplofdO ox11t1 will be determined upon 1\11 ~ 
ll:lllnRtion of the p11rticulor f acta ot onoh coee. 

{onr) 
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If Che .-~itlollallip of .empl6)'or'"l\Dd 'OC!pl'oyell •ed-ah the dfti.CJII\UoD or 
4"or1pUon of the rel11tionahip liT the perUea aa ~thi~ olibtr ·tbu. th&t ot 
o::tployer end e::tployee h ta:~atorial. It auch relat1onah1p exh ta, 1t 1a ot 
no oonaeQ.UIIIIOe that the employee 1a 4 .. 1&nate4 aa a par\net, c'o-e4nnturar, 
l\&ent or independent contractor. '!he meaaQl'Gilent, method, or dat.icDeuo1 ot 
coll!ponaatlon 1a immaterial if tho relatloaahip of employer aDd OIIPlo)'oo tlnla 
111 fnct" oxiata.; . . . • ' ' . ·: . ' . .. . ~· ~ : .. ···~::·• . '' '\"': ~··; · : ... .. .. ~ 

• An of.ftoer of' .a corporation h 1111 employe-e :ot tll.e corporation but a 41-
roo•o·r e.a aUl)b 1e not. I. d:irootar m~cy" b'e" I!JI elllpl'oyeo .'of.· ~ha ·corporation, hc~­
evor , if ho p'ortorme nrrloee for th·o oo·rpetratlon o•har t:b.U thoao z:fqulrod by 
nttondenoe at end participation in mootinga of the board of dirootore, 

.. ........ • • • • •• • •.• • • •. ~ ' t 

Boo. 1002,3:" · lb:eoutho . !!l!!!llpYO!e, - An ·.1~41 vi-dual •employod in a bolla 
ttde oxooutlve' olipacl.ty• me ens' 8Z\Y ··employee -

!J. ,•, 

'• ~ • I . . 
(e) woee primary duty oonahta of .the management of tho oatablhlan 

in vhich he 1a ooployed or of a cuatom.arlly recognised departoant or aub-
&htebn .the~:eof, . aDd ._ , .. ,· • ...- . . 

(b) vho customarily aDd r egularly directs tho vorir: of other a:.-. 
ployaea, and · • 

' 
(c) 'ldlo haa the authority to biro or··fire other e::1ployeu or vboae 

· aliggoatlona lind rooollllllendntiona ae to the birin&· or firing end 111 to the 
·fldvonoemont end p·romo"tion or any change of et11tua of other OIIIJ)loyeea ·will 
be givon particul"e.r lloigbt , nnd 

(d) wo customarily ond rosullo.rly oxerdhea d1aoret1onary povere, 

' .. : 
• • • 1·' ('e) wo 1o compenaated for hh eerrloeo ·on a ealary baala at not 
.... , tau tbe.n $30 per veek (exoluai ve of board, lodging, or other faoiUtlu), .• end . ~ 

,. . 

: . 

(f) woae houre of work of the aame net,;. .as --that perforoed b)' 
employeea . .Ot employed in an axaoutive, F~niatratiYe ·or profeaaionel 
oap110i ty do not exceod 20 percent of the total n'IZ:Iber of houra vol'hd 
in tho vc>rkveek by 'the omplo)'ooa undor .hie direction: provtdod that · 
tbia aubaeotton (f) lho.ll not q~ply in the c/1.8e:of an elllplo)'eo wo .11 
in aolo charge of an independent oatabliahment or a phyaicBlly aoparatr.d 
branch eatablteba.nt. · • · · · · · ' .' 

: Sec • . . . ' .~ 

1002. •. A4miniatrat1ye emp~qreae . -- J.n ·1ndiv1d~al . "employed . ~D a . : .: ·boM fide edm.in1atrat1-ve.n·apaotty 11 illloane nny empl·oyeo - · · : ~ 

' 'I 

... . .. 
(a) Vbo· i e -conlpono11hd "for hh eervl.cea on a ·rBlary or toe blltll 

nt a rate of not lees · tban ~$800 por month (exolue1ve of board1 ·lo4ing, 
or other facllitioa), 11114 · .. . . . · 

(b)(l l wo regularly aDd directly aaaieta an e.;plo1•• in a 
bona fide ·oxeounve or lldainiatrathe c·apaoity (a• auob \Grill 
1\re defined in tboae regullltiont), vberd aueb ·aaaiatenoe it 
no~anual in nature end requi roa tho exercieo of diacretion 
nnd. independent Judgoent; or 
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.. 

. . 

. (3) whole vo,rlc inYOlvu t)le oxeoution \llldu ~ ltG!Ietial 
1upei'Tiaion of apooial nonmanueJ. auisA:tente fo114•.:taelrl <! lr.otq 
rolatecl t o llll\llagi!Dant polich.• or '~erel ll11t11JI"' .apnaUoDt ! 
inYOlvina tho exercise ot clho.reUon .ancl iD4epMiden" ~llclclualtf or 

•• ·""J • .... ,., · ,. ... • • • 

(·4) who 11 engfl&ad in tr11.11aport1og 110o4e o; P...;•~aure' -tor · 
hire 11114 who pertorma, \IDcl'l!l' oaly ganorial' aupei'Ti"t!o~t,· rtlr])bnaible 
outeido YO ric of. a apeo1alhad or .t;ll.ehlli oal natu,z:e requl·r111g apeoial 
training, OJpori ence, or lcnowl&dg•, a1111 wboae ·cl.liUea requu-1 , thG 

oxerohe of dlacretion end iD4epoD4ent Jud~nt. 

Sec. 1003.5. Ptotaniop.ol el!!!)lpyou. - Azrt .lnclhicl.W.· 1 -.ploJecl i n a 
bolll\ t1cl.o protel81onlll cnpP.ci ty• ooona 8JJ:i1 e=:plbyee ldlo h -

{a) eQgaged in worlc 
' .. 

(l) proclominantly intelloctlllll alll1 variocl" in ohar~er · u 
oppoeecl to routino mantd, DIMUI\l, mooh11111o111 , or peyolcal work, 

··1\04 • . . . .. .. '. <l .:· . ••• · ·~ • : • 

• 1 ' ~ 1 " ' I' 

(3) roquiring; tbo coneiatont oxero1ao of diacrot16n nnd ' Judco 
ment &11 ita pet"fe.mance, and 

(3) of auch a character that the output procl.uced or the reault 
aooo~~~pliahecL C8llll0t be atanclarcliled in relation to a Given 'period 
ot timo, and ., 

(4) \lhOae boura of liOrk ot tho eaca npture u that pertormo4 
by •=Ployeea not e::>ployecl. lc an oxecuUn1 ·l!d&Wetrat1'fe .or pro­
feoa1onal capacity do not excoocl. 20 percent of the hour• worked in 
the workvGek by auch e::>ployeee; provided that vhere ew:h noD-pro­
teea1onal work ia n::> essential pftrt ot Nld neceuarily incident to 
work of a profesaionel nature, thie eubaeotion (4) shall not apply, 
nnd 

(5) (A) requiring knowledge ot nn odvenoocl. type in n field 
of aoienoe or lonrning customnril1 no•uirecl. b1 e prolonged 
courae of epecializecl intolleotunl inatruction and atuiy• Ill 

cl.istinsuiabad from e gonornl noAdo~1o educ•tion and from an 
apprenticeabip, and from trcinin& in the performence of routine 
mental, manuel , or pbyelclll prcoonee: or 

(B) precl.ooinantly original and creative in oharccter ill a 
Ncognbecl field of art1at1o encl.eavcr u oppoeed to worlc which 
can be procl.ucecl by a poroon ell4owocl. with general 1:18Jlual or in.­
tellectual ability and tre1n1ag, and the reeult of which clepell4e 
primarily on the invention, imagination, or talent ot the ea­
plo,ee, and 

(onr) 

.. .. 
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It Che <lel'iiUO'Aahip of .e!IIPl<iyor':'ftlld 'OIIIpl'oyetl •• xi:U e the 4fticuaUon or 
d .. or ipUon of the relntlonehip by the putln u ~thine oUler ·then. tbet t 
o:sployor and e:sployee h iCi:latorial. It euch relatlouhip exlah, it h oto 
no ooueo,ua~~e e that the •IIPloyee h d'UI«nated aa a p artnet, a'o-ednot~~rer, 
ncont or i ndependent contractor. The meaellrGIIIent, method, or delipat!oo ot 
eomponeatlon h i llllllater ial 11' tho re1atioaahip ot fii!Pl oyer and omployoo th111 in tact' oxh t e.: · . · · · ' I • · · ·: · · · 
' ·: . • . ' ~ .. ... :: . .. • . 'J., :-:: : · . . ' . ... . • ' •. • .. ·' 

' All of:ttoo'r of' .fi corporation h 811 empl oye:e 'Of \lle oorpe>ratlon 'but a dl­
roo-t o"r 81 1\lllh le not, J. d'lrootar lila)' b't" all · elllpl'O)'eO .'of.· t hll: ·oo rporatioo, ~V­
ovor , if h-o Jiort'o r~~~a eem oee tor t ho .corporation otlllfr t:b.'&ll' thou z:eo,utrod b1 nttondance at and participat ion i n mootinge of the 'board ot di rootore, 
,, • ,. ' • • • '' • • • • ',' • •· I \ 

. Boo. 1002, 3. · lxeoutlyo esplpyg,., - 1.11 ,i ndl vldual •811lployod l n a bo114 
ttde' oxooutive· capacl.ty• meane· aii)' "O=Ployoe .... ·. 

; . 

., . 

• • ' • ; r 

(a) whoee primary duty oonliete ot .the managG~~~ent ot tho oateblh!atl 
in wbleb be 11 oaployod or ot a cuatolliAl'il;y recognised departoeot or aub-
&lri,eb n tha~eot • . aDd ._ ···:.: . . . . 

(b) who custOCiarlly and rogular ly di reote tho vorl!: ot other o:o-
ployoea, tllld •. 

(c) e o 'hae the authori ty to hire or .. tlre other 8JliPl OYOII or ~10 
· aliggoatlone lind rooommendntlona aa to the hlrln&· or tlrl~~a and ae to tht 
' 1\dvnncemont and p·romotlon or all)' cbqe of statue of other Gllll)1o;reu •lllll 
'be. g~von partlcul'ar wolght, nnd . . · . ; ~ . . . 

IUid 
(d) who customarily nnd rogul!o.rl)' oxerdlaee d1aoret1onary powera, 

ll ,•, i . - : 
' .. •• 1 • (·e) who 1a coJIIPaneated for hh aemoei ·on a aalal')' 'bade at not 
.... , l'eu than $30 per week (exolualve of 'board, lodgln&, or other tao111Uu), . ' and ... 

,. . (f) wl:ioae boura of vork of the eeme nat~ .u· that per toraed '117 
eq>1oyeea. llllt er.tployod in an exaouttve, ~~1niatrat1To ·or profeaelollel 
oepnctty do DOt exceed 20 percent of the to toil· niXll'bar ot·boure vo~ 
in tho Worlcvaek by the Or.tplo;yooa under .ble dl rect1o11: provided that ' 
thla ellbaecUon (t~ ahall not apply in the c118e :ot an ell})loyeo who .u 
1n aolo charge of an independent eata'bltab::tent or a ph;ralcally aoparatcd 
'brnncb eeta'bltsb8tnt . · • · .. · ' .' 

' . 
• 1; Soc. 1002,4, Ad.m1n1atrat1.ve emplo:rege. -- 1.11 tndi vid~ei . «omplO)'ed.i~ e 
... ~~M t ide adm1n1etrat1-ve.c'QPI\Otty" iJ:Icane Mf Glllpl·oyee - , · . . : ·~ . . 

., 

... 

••• • • • 4 

(a) who· 1a -co:lfpon~ated ' for hie aemoea on a ealary or toa both 
at a rate of not leas than:$800 per month (exolualve of 'board1 •lodeilll• 
or otlrer f acUitioa}, R114 · .. . . · · 

(b) (1) who rogularly ~ dlroctly ~elate ·an e~loyee in a 
'bona flde :exeouUvo or Nimlnhtratlvo eapaclty (ae eucb UJ'III 
ara defined in thoae regulattona), wbero • Ucb -aee1atance i t 
no~anual ln nature and requiroa tho axerc1ao of 41ecret1on 
nnd independent J~ont; or 
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. . 

•• • ·~ • ~·. · ~; r. .,4 ... 
(·4) who 11 engaged in tr1111aport1111 goode· OJ" peaunure tor · 

hire and: who pertorma, \llld1!r> o.Al1 Clllloral' aupel"f'hlon;· Nl]>onaible 
ouh1do vorlc of. a apeclalhed or t.ll.chkliclll · llflt~Ule nqu1-r1JIC apeoial 
training, o:q>orlence, or knowledge, allll wboae d.IAiea ntqUlre . tho 
cxe:rohe of d iacretion e.ad i n4epan4ent JllllCII!!nt. · .. . · 

Soc. 1002.5. Proten1ona1 &!!!!!lovoee, - Arq .1D4hidual· 1 -.pl07«l in e 
belli\ fido proteuionel c npr.city1 monne any ei:IP16yeo vbo 1o -

·• . . . .. . ' .. 
·(a) apgogod in worlc ' . . . . . 

(1 ) predominantly intelldctWil aDd vari ed" i n charmer· ea 
cppcaed to routine mant~l. mMulll, ClCChnDictll, or phydclll work, 

... ·f\nd. • . . ... .. :r· ~ .:·. .· ... ~ .• 
• ~ • 'j "' ,. 

(2) roquiring; th~ coneiatont oxeroiao of diacroticn nncl ' jud~ 
mant -Sa ita pert'e.rmance, and 

(3) of auch a character that t he output produced or the result 
aooompliahed· cannot be atanclardiled i'n relation to a ~;ivan ·period 
of t1mo, and 

(4) ~ae hcura of work of t ho aa:ne optura u that partci'Clod 
'by employees not e:oployecl i n an o:u cuUve; .. ed.e1n1atrat11e .or pro­
t eo d onal capaci ty do not exooed 20 percent of the hour• worked i n 
the workweek by euch e:oployeea; provided that where ouch no,..pro­
f eaaional work 1a an essential p11rt of e.ad neceuar1ly inc ident to 
work of a profoaaionnl n11turo, thi a aubaection (4) shall not apply, 
nnd 

(5 ) (4) r equiring knowl odgo of an odvenced type 1n ~ field 
of eo 1enc a or l ear ning custo:n11r1ly octulred by a prolonged 
couree of epacir~ized intollootual i nstruction 8114 atuiy, aa 
die t i nguiohed from e gonor nl ~cndoolo education an4 from t.11 

apprenticoohip , and from trllining ill the porforcance of routine 
111ental, manual , or phyeical prooeaaet; or 

(B) predooinantly original and creative in character in a 
recognised field of l\rt1at1c endeavor at o:ppoood to voric !ditch 
can be produced by e poraon endowed with general l:lllllual or iD­
tallactual ability and training, and t he retult of vbich 4ependt 
primorily on the i nvention , imaginat ion, or talent of t he aa­
ploTee, e.ad 

(o_ver) 
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• "• '• I .. · · (11) obmpllllated !br hie .!•rvicn on • Ul&l'f, or;tea 1>uta at a -~ 
rate of ·~\ ' lit•• tbao $~per month (uoJ~;~~ive :ot 'bo~, lodsing, or 11 
otbr-!aoiUUtth provided 'that tbh auba•ct.ion (b) ebau·_ not applf h 
tba oaea·,ot ·u el!p;o,.a· Wtio h the boldtr o~ a valid l!cenae or etrtltt. 
oatG p•ra1tt1lic the practice o! lP.w or ••d1C1n!l . 6~ ~.:9~ their braacbet 
Nl4 vho 1a BCtuallT e.ng8se4 in the practioo thereof; · · 

·sao, 1002, 6, '8aloey pivmonta, - The · tent a "a&i-~ey:~ ;&114 "•aliU'f PI\YlloDt' 
meN> oDly aUbb aal&riea o+~r vbicb the Cc~~~a~1uioner baa Juthilll)tion. (See 
aoc~ion 1002,10 ot theee ' reculation~.) Tbeee t eraa ·are .not ueed in nD1 re­
.atrlcted, Dal'rov or teohDical aeneo, but encompaea all fona of diroct or i~ 
direct compon110tion tor pereonal eorvic;oe of &D e~l.cyee llhlcb 1a computo4 OQ 
o V'eoltly, monthl-y , 'anr!Uol ·or ·o·th~r baeie~ oth\lr . tb~ ·.'liN:••. (at .~eflnod l n the 
.Se'noral DlgulaUCI'D'e an4 ill. or4ore or ·rul.11l&• o! the ~o-~)·;,' :Bonuaee, gltte, 

· · loane , collmhllona, !aea, ioddltlonal oompelillation IJld '!Ill¥ other remuneratloD 
1n t.D1 fOl'l\ or llediWII llhatloanr are .conalderad &I .fal.li'!f: ''(~thin the CO!U!tpt 
o! 1 tale.ey1 or 1 ealary pa,ment•, Azq CO=P&ntation vhicb 11 not regaried .. 
vaget in the co=oDl)' accepted aenae of the term 1a aal.ary notvi~btt&DdiJIC 
that \t mq be comput\14 on -ail ·hourly, daily or piec&-Worlc bali a. · . . . 

Retainer t o81 pold t o ftD individual , not otbel'lf1.e.o. an employee, ara not 
to be conlidorod •• aalaey, Inaurnnce and pendoil bone!ita i n a reaaonablo 
ll!Dount (aoe aection 1002. 8) are l1lcoviae oxcludod from the ~orma "•elery• and. 1ealaey Ptl¥llleut• , . . 

JJ. though tho tenu 1 ealery• e.nd 1 aalary peyoont • 4o not include fJJ1.1 occ- _\\ 
ponaat1on otbor than !or poraonal eorvieee ot an 9mployoo, ~he Ooou!liealonor V 
·h not precllldod from· detonninlng, aft or invoetiglit1on; that !Wounte dono,... 
1nated, for OXI.IlliPlO , aa rente or royalties are i n fac t aol81')' pa,mente aubJoo~ 
to ~ho contf?la aet !ortb in tbeae r ogulotiona • 

.Ul lllilounta pn1d t o. authorised t o bo paid t o. o r ac~~od t o tho eo­
count ot ftD1 employee during e oalondnr year t or aervicea rondored or to 
be rondored aro to bo included aa aalAry for euch yoar •. .. . . . ~ 

' Soc, 1002;7~ S!!law ·r!lte, -- The term "•alary rate• mee.na the rate 
or nggrogl\to ·of ratu or otbor bnaie a t wicb the ealney t or ftDY. pttrticular 

.. . . 

r • 

· . 

.. . 

' 
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vorlt or eer't'ice ie computed, either under the term1 ot a contr aot or qree­aont, expreu o; implied, or i~ contorait;r with cuet011 or ueage exht111C. , , in the emplo;rer • bue1Mu ·eatablhhllent , J'or treataent ot co•iniou · and 'Oonu.ee on .• . perc~ntaco bath eoo ecctlon 1002,14, · 

. Soo, 1002 . ~: . ~~,W.ance and ponlion boi!ot1t!, ':"" ~llp&Diation aq ·, .. include in~uz:sn~.e at~i1,";P:O.nl1~n ~nof1te , In dot.,raini~ tho, aaount· ot aalaey ot an ,omplo;roo; tho •f!suranoo or poneion bencti t 1nurinc to eucl) oll!plo,ee 1a not aeaeured b;r what he .Will be entitled to r eech o atto'r the happOJ!i ng of eortain eont1ngenciee, 'b,ut ·ratbur i n torme ot tho uount 
of contribution~ or pt;aal.,uae paid b;r t l;lo omplo;rilr, · ~ t ho oxtont that , . 
an ineuranco ,and p11naion bQn•>fit inuring to an OllplO;y'O.ol 1e rcaeonabl o 1n amount , such b~nofi~ !e not conaidor od as ealar;r aa .dofi nod in aoction · 1002, 6. • . . 

Soc'tioh 165(a)' of ' the Code .ictt forti\ th~ condition• under which a 
trust forming, part of a etock b~nua , ppneio~ or profit-abaring plan of 
!Ill ·omplo.)'O r for the cxcl;uli;vo• )Jcn~ ti t or hie omplo;rcoa or their bonotic-1arica e~l not be teX;iobl~ for . Federal ' ineoce t ax purpoeea. Contri bution• b;r an empl'o;rer to an 'employeea1 truet or under an annuity plan, vhlc:h truat or plan' meets the exe.,Ption requirements of auch section l65(a) (na of the 
date the contribution& are made) , ehall be considered as reasonable, re­gardleaa of the amount of a.ueh contributlone , On the. other h!llld, con­t!'1but1ona bJ,.M emplo;re'r to an emplo:roll•' trutt vhicb 1a aubJect to ?edoral incooi!' taxati<)n boce.u,o .. it dooe not coo t the roqulrcmcnte of euch eoct1on 165"(e.) ahal~ ' be troato~ . for purpoaoe of tho eo . r~gulat1one , al Ball\J')', '• ' '. ' 

' • ' 

To the extent uount1 paid by an emplo70r on account of innranee pre1111um1 oil a :\)Olley- on t he life of an ~mplo;rco are doduetlblo b7 ,tho emplo;ror in computing "not il)como und~ r .. tJ.lo cond1 t iona eot forth in aoc-t1on 23 (a) of tho Code (relating to dcduet1o.na for ordinar:r lllld no cot­aery buail\oea oxpo niee); lue'h amounti · &r<l not cona1dorod aa aalaey. 'l'ho a::sount of i nauranoe nromiuma th&t 'will bo eoneidcrod aa !Alling outaidc 
th~ concep t of ealarY cannot oxecod the .amoun~ of such pr\ miume dcd~ctiblc by tho omployor for Fodornl' incoluo tax purpo••" · If, hoWO'I'' r• euoh 1n­aursnco pr .,llliw,,. ·arc 1nelud1bl o in tho Gl:9" income o.f t he emplo;ro.l (tor vhoao bonci'it tho inauranc~ baa bcoln t a'<:on out), llB Vllll lltl doductlblo b)' 
the o~o;ror, . the e.count wb1ch apall not bo cona~dcrcd e.a oalar:r in r oepoct of auch cmplo;roo ·aa,y ·noi oxcocia, 5 P.Oroil'nt. of tho oupl~yoo'• amual aAl.aey 'll:oturi<>1M'di 1<1thout\·tno'' lnoi uaiop o-f' inll~jlrico Md pcnaion boMfi tl, ' ' · ... . , . .. ! ' ';-I' 

T!,~ application of t b.l preceding par&GrApb oa,v be 1lluetratod b;r tho following oxe.>ploa, 4n employer having 20 aAl.aricd ouployooa tal<oa out life inturanco poUeioa on e..cb of eucb orJplo)'~" ' in favor of bonot1ciarioa doaignatod by thon . The promiuma paid for 10 of tho employees aro in each 

(ovnr) 
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•• •• :· "!. : ·~ t \ .. ; • . . .. 1natanoo 7 poro'ent of tho a112ployco 1 ~ ·a:nn~ .eal.ary ( o,xcl.~l1 vo -~f ·.i~teur11111ce and penal on booof1 te), .t.a to the l'Ozoaininc ·10,.. omployoee tho pNmi·ume 1n . ~ Ollch inat llncc arc 5 porc,;nt of t he ollipl_o:Yoo 1 a annual aalary ( Qxcluaho of · i neuronoo and ponaion benefita), It i e aee~ed that with reepeot to ·eacb employee the pr,emi um paid wou;l..d · b~. 1ncl.U4_l,.ble :in hl.e groe~ i.qco,me ,'l!llder the Code and vo~d lie deduotible',by t!le ._.e:ll>P,loy!r pnder eec \ 101) .23 (!l) of tha .,, Code , J.a _to the f~re.t lP empl~~~·· · 2_ P.ercl!nt .t>f ~he pre,rdume .-~ each • 1natance will be c~n~1de;8d 8J1. •~ary, , .~ere as. no part. of the premiums · .• ·. will be oona.1d~ed ae~ e~ar:r· rn .. thp .• ~Jii!o , 01~ t~ second.. .group of .empl oyeu, · If, howe«" iione of tbe
1 
prc~uoe. woro dJ!duct.iblo .in ~Ltput1ng the not .. i ncome of the ompl,oycr, then· t ho .. ilntir~ ~~~~aunt, of tho ;Pr111:1iuo in caqb ·in­atanco would bo conaidorcd a~ · ~alacy .to t ho O'lplo}"OO i nvol v;od. · • · ' ' .. 

PN uiU.'l& paid by an empl oyer on pol1cioa of group life insurance 'tlithout ca.•!> .eurrcJi~Or value . c9vcr1n~.!he p~a o.f: hi.~- Otolplbyoea, or on ·· polio ice of group heal~h or »-CCidcnt-, lneurance, tho bcnoficillrioe .ot: ~hich- ·•. · llN doait;ilatcd by IUCh omployoo8 do·; not Co~at i.tuto . ealary (rogardlC•88 of· tho at.ioiult , of ealary_ 'othorviae ,'rece.i'~d annuallY by euch omploycoe) 1t eucJ;I premilime are ded~~Ct~bl<! ~Y .the . .emnl,.oyer under section 23( al. o-f· tl:le Code . . ., ' ' 1 · ·· ~~" · .. 
.. . · . . . . .. ' . . . . ~ . Sec, lOOCl . 9. Approval by . Collll!liUiq!1er. Wherever t he ten a 'eppro:ral by the CommiaUo!'e;• !'Jid 1determi.ilat~on b;Y. the Commies l oner" are used il) ,, .. · ··' '111 theee regulat lone 'they Bi!all, except aa ot herwhe provided, i nclude . ll!l . · " ll"?Pro•P~ or do~erminil.tiol) by a regio'!lll of!ic~r qf the Sal!frY, Stnbili~ntion· Unit eat obliehed b'y the Commiuioner under Treasury Ilechion 5176, which officer h authorized to mlllce euch dotormination. I f an npproval or dctor­minat ion ~ad~ ~Y .auqh region~ .o tf~cor ie .subsequently modified or r oYet led hl' tho Comoialionor, auch aJiRx:ovel, .q~ determination ahllll bo deomod to .hnto ,, been continuoualy in Qffect ftcm ita original date until tho first day· of the pcyi-'?1~ pori9,d .~ollolf.~ng ·.ro~real. or 'modificntion, or untl,l euclj l,atcr . -~ · dat o aa "tho 09mlill•s~9ilor .JDill( provide 'in bia ruling. . . · · · 

. ... 
. . • •• • t • " • • • • Tq Uluetrato,' il.tl o~loycr 'obt~ina thn approvlll 'o'f a regional af·ficor of tho Salary Stab111z~tion ~it tb~t a proposed inc~eeeo Jn certain lalari~e iB pormiaeiblo , 'Tli'c approval is given on Jl'.ll'Uilr)' a. 1943, and the . ealary incroaac h to boco;:>e o ~!o_.ctivo JIUlUAry- 15, 1943, Ozt March '1.5 ,· 1943' the Cor>Jl!haionor do.tcrm1noe thAt tho aalAry 1ncroaao wee not propel' and: rovarfet t hc 'approval giyon by tho r~gion&l officer. Tho Commieaionor pro~idoa in:hit rul ing thnt _the_ l ncx:eaeo. 'ln alllary .&hall bo dieoo'ltinued a!to r .MN",l:h 31,' 1943, 

. ' . ; 
l· 

""' .' . . ,. 
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for purpoa.ea o! thSaa reCU].atlona, no part o! the aala.17 for tho -poriod. be~ 
twoo J anuary 15 and March 31 a hell bo eona1d.orod. to haw bc'on in ·contra•n~ 
uon of tho Jet. · 

SUBPART ll - JURISDICTION OJ' COMNISS IO!IJR ··· 

Sec. 1002;10. .Amo\lnt of Salary Pn~'lllont' , ~- 'l'llo Gene ral Rogulat1ona pro~ 
vid.o that the Commiuioner shall hnve author1ty to determine, under re&U].ationa 
to bo proscribed by tho Oommiuionor with tho npprovr.l of tho SecNtar;y of tho 
Troaaur;y, wbothor tlalar;y pl,}llllenta are J:Jaie in contranntion of the Act. 'l'lla 
Oo=m1asioner•s jurisdiction ia confined to -

(1) salary pa;ymonta in excess of $5,000 pe r annua, in tba cue 
of individuals employed in ~V capacity whataoever; and 

• (2) ealnry payments of $5,000 or leae per nnnu.lll, tn tlio ·onto of 
individuals (i) who ore employed in bona fide executive, adminiatrotive 
or professional onpncities, and ~11) who, in their relatione with tboir 
employer , are not ropruented by duly recognised or certified l11bor 
organizations, and (iii) whose service• nre not within the meaning of 
"ocricultural lnbor• ns defined in para&rnph (ll of aoction 4001.1 of 
tbo General Begulotione. 

Other ealary pa;ymenta ore subject eithe r to the jurhdiction of the Board or 
tho Secr~tnry of Agriculture , M proccribod in the General l!.ogulntiona. If, 
for OXIllllple , a ealory 1e to be incree.sed from $4500 pur IUliiUCl to $5200 ' per 
annum ( nnd subdivision ( 2) 1e inapplicnble ) , o.pprovnl of auch incronao , it 
rGquirod, must bo obtaino'd from the Board • 
• 

See . 1002. 11 , Oonelue1vcnoes of Determination. -- (n} J.ey dctonoino,.­
tiol) by t ho CoO!Dihaioner thr.t a anlar;y p~ent ia in contravention of tho Act 
h conelullive in ·cvery reap<> ct upon all executive dopnrtaente and q encioa 
of tho l'edoral Government !or the following purpoaea --

(1) determinin& coats or expcnaoa of any employer for the pur­
pose of any law or regulation, either horotoforo or he reafter ennotod 
or promulgated, · includint~ the Eroergency Price Control Act of 1942, or 
nny. maximum' prico rogulo.t ion ther~undor; 

(2) calculo.ting deductions undor the rovenua lnwa of tho United 
Stntoa; or ' 

(3) det~rmining coata or cxpcnera und~r any contract made by or 
on behe.l. f of tho Uni tod Stntos. 

(b) Any such detcrminntion of tho Oommiasioner ie final and not aubjoct 
ro roviow by !he Tax Court of the United State• or l)y any caiU't in any civil 
proceedings. Nothing heroin 1B intended, however, t~ deny the right of ~ 
employer or employee to conteit in The Tax Court of the Uni ted Statu or n 
any court of competent juriedicti'on tho vnlidity of -

• (1) any prov1ei on of· these regulatione, on the ground aueh 
provision ia not authorized by law, or 

(over) 
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(2) any GCt1on taken or determinntion •:sade. under theae ~Slll., • tio!!a, on the groun<i that such aotion or detormi nflti.Oil i .e not J>Utbo;hed or baa not been taken or made i n n manner r equired, by ~av, ' 
(e) llo increase in ' ealary rate oball re8\llt in any ·eubatantialincreaae of tbo l evel of coatG or furnish 'the baaia e ithe r t o i ncreaas price eeUi~~Ct of the eccosodity or aorvice i nvolved or to . r esiet otberwi~e Justifiabl e ro­ductiona in such prico ceilings, 

. Sec, 1002. 12. Oeopaphica1 Secpe, . -- 'l'he provision• of these r egulation• shall not appl y to anlar1os in .. any Territory or poaeeaaion .of ' he 11oite4 Statu oxe~pt Alaelca. and Hawaii , 
' 

SUllPkll.T 0 · -- .SAL.A.ll.Y INCREASES 

· Sec, 1002, 13, Commhaioner1 e approval r equired, -- Section 1 of t he .let provides in effect that salaries, so 1'Ar aa practicabl e , shall be aU.bilhed at tho levala which existed 9n Septe9ber l~ , 1942. In the · case of a aalll%1 rate of $5,000·or lesa per annum existing on October 2? , 1~421 or oatablia~d thereafter in compli aneo with theae r oculations , and in the case of a aala17 rate of core than $5, 000 per annll.'ll existing on October 3, 19421 or establ1ahe4 there!lfter in compliance with these regulationa, no increase shall be . made by tho empl oyer, except a • provided in section 1002 , 14, without prior approval of such increaee·by the Co""'iaeioner , 4n'r salary i ncrease m~>.de bet:ore the re<!lllrt4 · approval of t he Commieaionor 1a obtai·ped io f r om the date of ouch increase In contravention of the Act , {See oectioos 1002 ,·28 and 1002. 29 for the cona&- , <\u.lDCoa of a salary p~nt oa.dp i n contravention of the Act , ) · The Co;:~~~iu!one r.:ay, however, ~>.pprove an increase. in salary rate to be e ffective a.a o! tho date of the application for approval , • 
The burden of juoiifyill8 an incr..ase in aalary rata 'shall in 'owry ib­atanco be upon the ecplo~r aeeking to mako such incroaae . I ncr oasoa in salary ratoe w1ll not. be appro.ved unlo88 nece ssary to corroct maladjustments or i ncque.l itios , or to aid in t ho offoctiV>> prosecution of tho war . ! procdse e>adc by an employer to his omployoe s prior t o Oc tobe r 3, 1942 that aalariea would bo ineroaood ·i n tho tu~uro · h generall y to bo ·i gnored in .:determining 1thotbor an inc;o&ao ·after · that date should be approv~d . The some rule 11 ap!)lieablo w1 tb r oapect to a promiae made by an employer prior t.o Oct.obor 2? , 1942, in the caso of amplo;yooa whoao oa~ ary r a tes oro $5, 000 or less por annum, ! ·aalary incroaee y ho'Wev~r. IDA¥ be approvod, aa to . aalarioa bel ow $5, 000 por annum ; if to deny such i neroasc would bo to fo rce tho continuation of (l salary which ia below tho &e ncral l evel existing for tho Bl!.'llO or comparable vork in tiro local aroe ·on SPpte:~ber 15, 1942, 

An employer vho has oot ablithed " . nov job cla~aification , or vbo hat be­gun buainoea, after October 3, 1942, muat obtai n approval of t he Comoieaioner I' for, the p~ont of slllarieo for such Job claaaifiootion or in such nev bu&inea ' providod, ho~tcvur , t hat if the onlary rates in qu.ostion arc not in excen of thole provailiD« for aioUnr Job elani!icationa within tho l ocal area, the approval ot tho Commiaaionar is not r oquircd, An i ncrOI\SO in a ealary r ate for a job cl aaaification eatnbliehed nftcr October 3, 1942, ahnll bo subject f 4 to the limitations provided in thia Subpart , 
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A 11ere change in tbe name, orpnhat1on, or ti~~UCial e\ruoture ot u e.plorer, vbetber eueh •~lo;yer be an indhidual. , partDerahtp or corporatt rlll not in lteelt be IUftlcient t or e, .fipdi,l)g that, tor tho PIII'JIO .. , ot t:::;. regulatlone, · a nov budJW.-e hu been begun or no.v job cla11iticaHon .. ,. Uahecl. at\er- euch ~· · . · 
J:iJ¥ .change in a ealal'i rato , regardleeo of 1 te offccti~ ~to vhlcb reeulta trt>a· an.-ari or dociiion cf an antirator or referee aad; after october 3 , 1942, . in' the caee of ealariee of more than •s,ooo per annum alid ·. after October 27, 1942 in the oaeo of ealariu of $5,oo0 or 1e11 per .:.n,., 11 eubject to the pro!ieion~ of those regulatione notwithetandiJl& thot the D.greeaent or order for lirbltration or roforqneo waa mads on or. be foro Ootobor a, 1942 or October 27, l 942 , aa tho cue ma,y bo, 

Unlooa othorwiae oxprualy exempted, any change in a ·tnlary r o,to, pro­vided for in nny agrooment oxiatlng aa of October 3 , 1942 in tho case of ealar1d of more than $5,000 per annum, or na of October 27 •. 1942 in the ea11 o! aeJ.a,riea of $5,0'00 6r· lese per annum, which 1a to lta.lce effect at some future date or on the happebin~ of some future e•ront, is eubject to the proTbiona ot these regulations roca rdleee of when the ~ee11ent wao made, 

Peymont for overtime will conatltuto an incroeeo in 1nlllr1 reto, and tlna will require tho approval of the Co=iaeioner, unle11 tho cuetomary prllctico of tho employer has· been to pay for ovortimo, end th~ rate hea not boon cbanaod. 
Except aa mq·ba othervhe provided from tae to time by the Commi11ioner, an application tor tho approval of a aalery incr~aae shall' be filed b7 tho e~ ployer w~tb the regional office of the Salery Ste~bllization Unit of the Bureau of InterlUIJ. Revonue in whota territorial jurhdiction the 1:1pn office or prin­cipal place of bueinoea of the employer 1a located, . Such nppl1cat1on ehell be filed on forma preeorib'ed by t ho Collltllileioner Md shall .contain auch informa-­tion as c:q be required by the Co~:~iaaioncr, 

Sec., 1002,14, Commiuionor ' a npprov!U not r cgui rod, - Tho CoiDI:liUionor'e approval is not required whor e an increase in aalnry rate 11 made in accordance vi tb tho t erms of a a(L].ary 06reomont or seJ.ary rate achodule in affect on October 3, J,942 , or approvod thor<lafter by tho Commhaionor, and 11 a roeult of-
(1) individual promotions or roclaeaificntiona, 

(2) individual mer it increaaos within eatabliahed aalary rate ranges , 

(3) operation of an eata.blilhod plan of aeJ.ary incroaeea baeed on length of eervico, 

(4) incroa.eod productivity under incentive plana, 

(5) 

(6) 
rulings or 

operation of a trainee ayatum, or 

euch other reasons or circumatance a as may be proscribed in regulation• promulgated by tbo Commhaionor from ti<le to tillle, 

(ovor) 
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Jbr PurPo .. , ot thil ee~tion, t he te rm '•alary agreo~ont " or "ealary ratt eoheduJ.el ~ 'iDcilude a eaiary policy i n effect on October 3, 1~2. nea t holl9i not ertclanced by· vrit ten eontrach or vritten ~·t~ tchedul11 , lor a%8lllple , a ealary policy may be determined from pre"'ioue p~oll reeord1 or other payroll data, The exi~tence of euoh policy, bovew r, auet be eatablie~d to the ·aatiefaotion of t~ Comm1u1onor , and the bur.den of proof ruta upon the e~~~ployer, In aueh caeea , the e111ployor 1D a4T&II08 of making an 1ncrea18 b eal.ary rate may redUIIe- tho ealary policy to vri tins and ••cure approTal tile­of by tne Co=inioner, .. . 
A 1lonue or other form of additional componeat1o·n which d_ooa •not e:roood in amount the bonue or other addit ional compeneat i on to eueb employee for the last bonua yoar ending before Octobe r 3, 1942 doee not requiro appro•al by the Commlaeion9r, In o.ddit1on a bonua based upon a fixed porcontage of salary vhore t he peroentajl9 bee not been changed, doea not requir e app~;o•al · -by tho Commiaeionar· OTen tho\l&h the amount may be increaood due . to an authoJ'h<ld i ncrease i n ealary. An¥ other bonua or other form of additional compeneatl,on, require• approval by the Commiuioner. 'Whore the compe111at1on, or part there'< of, 1B paid on a colllmileion baaia and 1e baeed upon a fixed percentage ( vh1eh bee not been Chen&6d) of ealee made by the employee , .a payment .doe• ~;~ot require approTal by the Comminioner evon though the amount may rc.proeent M inoroa.se , due to increaeod · tale a by the e~~~ployee , So e., however, Subpart ~ of theee · · regulation&, 

'1'he proyieiona of thie aection may be i huatra t ed oa fo1~ovat : ' I 
(l) The X Corpbrat ion began buaineaa in 1940~ AI of JtUy 1, 1942, pureue,nt to a corporate resolution duly paned in JaDuary 1942, all of ite aalar1Ei.d e~~~p~of,t\ea received ·more t hen .5,000 ·· per OJlDillll , No approval of the C=ileioner ~· .required. to- i n-crenea the aalaey of an ornployee who h promoted in November 1942 from a aalee~ to g~neral manager o.nd vho receive a a ·eal,al'l( vi th~n the aale.ry r ange pll,id previously to i ndividual a oeel%pyin& the po.ai-tion of gener al manager. · · · 

(2) The X Corporation i n December 1942 whhaa to eetabliah a now Gl\lory r ate achodulo ra~a~ng the l evel .cf .cqlllpeneo_t1on. ·of all ito aalnriod ernploycee. Approval by the Col!llDiea!.oner of euch echedule 11 required, As sumi ng that auch approval . has boen ob- · tainod, fUrther approval by tbo Co=haioner of any adjuetaent under auch achedule cooing within thia section is not required. 

I t ' 

' . ... 

(a) The Y Corporation boc1na buaineea on Novelllber 1 , 1942. · d '1'he aalaries paid by it to ih emplO)'OOB nre COiliJllOnaurate with ealarie& pai 

• 
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by other e111ployera in co11parable buliDetMe i n tbe •- local are 
P&)'II&Dt of aucb aalariea doea not rectuire the approYal of tbe eo:.· 
allaioner, Any increaae in aalaey rataa, bovnor , rectuireo the a 
proval of tbe Co-iaaio~~er, ~ 

( 4) Tbe M.Corporation, vhi eh baa manufactured fUrniture a111oe 
19251 la r eorganized ln Novcmbur 1942 and ~morgoa from the roo rganh ... 
t lon procoodinga aa tho I Corporation, Thor o ia no change in ·tho nature 
of tho bualnoaa although theru ia a aubat antial alteration in tho tiA&n• 
o'ial structure of the. company, The N Corporation 1a not to be troatod 
aa a Mw <lmplotor beginnin-g bual.~eaa aftur October 2? , 1942. Coneo­
ctucntly, any gone'ral l ncre'aee ln ealariea over and above tboeo paid by 
tho M Corporation r equiroa tho pri or approval of tho Com1ae1onor , 

(5) »Dployee a of tho I Corporation have cuetomarlly rocoiwd a 
bonus of 5 percent of their annual aalary at t he end of each calendar 
yoar . If, f or ozample , ono of tho 011ployeoa rucolvod ~6 , 000 in 1941 
but r ocei ved salary of $7,000 in 1942 due to a ealary incrcaeo on Jul7 
1, 1942, a bonus of $350 •ar be paid to hh• for 1942 vitbout prior a~ 
proval of tho eo .... iaeionor, notvithatandln& that hie bonua for 1941 .... 
only $300, 

SUllP ART D -- SALARY DECREASES 

Soc, 1002,15, Salarioa undor $5, 000, -- In tho case of a aalary rato ex-
1ating as of tho close of tlctobor 3 , 1942, or oatabllahod ther eafter in colll­
plianco with tho s o r o.gulationa; under which an Olllployea 1a paid a .aalary , of 
los a than $5, 000 per annum for any parti cular . work, thu gonoral r.ulo lo \ba t 
no dooroaeo can be made 'by tho ornployc r in such ae.J,ary rate belov the higbolt 
salary rate paid for such work in tho l ocal aroa botwoon January l , 1942 and 
September 15, 194?. A decrease 1a permitted, howe yer, vlth the approval of 
~he Ccmrniesioner, in order to correct a groae inequity ln any case or to aid 
in tho effectivo prosecut i on of the war . Where such decrease ia permi tted the 
salary rate may be reduced belov the highu t aalary r ate paid for t he vorl: in 
ctueation between January 1 , 1942 and Septeaber 15, 1942. Except aa otbervhe 
provided in thie section, any decrease l n auch ealnry rate after October 3 , 
1942 ahal1 be coneidared in contravention of t he Act if it ia made prior t o 
tbe ll!>prcval t her eof by the Ccmrniasioner . 

Excep t ae moy be ctherwlae prcvidoa frc111 time to . timo by tho Commiaaionor , 
an application f or approval of any aalary docreaao shall be filed ln tho aa111e 
manner aa in the caso of an applicatiop for approval of a salary incroaee, 
So~ sec t ion 1002. 13 of thcao r ogulntiona . 

· · ' f l i tho follow-Tho Commiss ioner' s approval ie not roquirod, or exemp ~ . n 
ins cnaca whor e salary decreaaos arc mndo nf tor October 3, 1942: 

( 1) Tbc new salary rate dooa not fnll . be low t ho hi ghost aalary r nte 
exleth.g be.h een January 1 , . 1942 and Septo111bcr 15, 1942 for the pa~!cular 
vcrk in ctuosticn or for the somo or comparable work in t he . local ar • 

(2) An employee has boon d~1110tod to a lover position t han that 
filled by him betvocn Janwy 1 , 1942 1\tld Sopt eaber 15, 1::2 an~ t~ary 
ealnry r ate for such l ower position ia not leaa ~ban the ~~ • 
rata existing for that posi tion dur ing t he. ermo period, 
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(3) Ao ~loyee hae been relieved of .ubetantial dutiee and reaponeibili tiee, 
·. A. diapCU"ity be t.;.,en aal.;iea paid by a .particular olllplo~er and thoae pa!4 by employers gennrally in tho local are a does not noceeearily constitute Jultl. fication for dcereaee in · ealary ratea paid by euch omployer , 

Soc, 1002, 16, Salariea ove; $5. 000. -- In the caao of a eal~ rete 0 ,._ iltiD& ae of t ho cloae of October 3, 1942, or oatabliebed thereafte r in 00., plianco with thoeo rogulationa , under whi cn an employee is paid a salary of 111orc than $5,000 .por anniiCI, t ho employer 11 pemitted to males , without ApPro'l>.l ~ ttw• Colllllliaaioner , a deer eMe to a rnto ne t l o es thnn $5,000 ,per annUIIl, If, l.oveV>lr , by Virtue of a decrease the new eolnry pnid to the employee 1o l en than $5, 000 por annUIIl , then the decrcnae bol ow $5,000 por annUIIl 1a subject to tho l11111tntiona of aoct1on 1002.15 of theao regulation•. '1'0 tho oxtont that prior approval by tho Copiaaionor of a decreo.eo ie not required undor section !002,15 or this section, such decrease eholl not bo coneidered ae boing in con trawnt ion o f tho A.ct. 

SUBPART I -- GOVZlUllml'l'.AL E!oiPLOYEES Soc, 1002, 17, State and l ocnl e!!!PloYoos. -- A.n adju&t!llent in aa.lariee (IIOt fixed by statute, aee aection 1002. 32) may be mo.de by a State , or any politi~ subdivision thereof, the District of Colllllbia, o r any ngency or instl'll:llental1t7 of any of the toregoin&, on certification to the Colllllliaaioner that such adjust­ment iB neceaa~ry to correct mBlndjustmenta, or to correct inequal i ties or I · gross inequities. The certifi~ation prceedm:e shall not apply to nny adjuoben which woUld not othe rwise requi r e tho Commissioner' s approval or which would raise Baltu'iea beyond the· provailin& leV(:l of compensat i on for aimilar serrlceo in the aroe. or comcunity, A. certificate by the offici~l 9r ngancy aut~orifi~ the adjustment stntin& the nature. and emou.ot of &uch ·!\lljustment, a.'ld br i e fi7 aetting forth · the facta meeting the fore~ing r equirement, will bo ·acc~ptcd by the Commissioner aa eufficiont evidence of t he propriety of the Bdj.atmont, eub­ject to re view by the Co=iaaioner. · Modification by tho Commisaionnr of adjual· monte made by a govornmental official or age ncy acting pursuant hereto shall not bd ret roactive. · 

In exceptional cast e where auch 4ll adjustment 1s· sought , qnd in all c~s•• where the agency seeks an adjustment other thnn by the cer tification prooedu~. applicnt1on for approvAl &bell be filed with the npproprie.t e r esionnl office of the Snlnry Stabilization Unit · . . 
SUBPART F -- LIMITATIONS 011 CERTAIN SALARIES 

Soc: 1002. 18. l!aaic allowr.nce , -- In addition to setting forth limi ta­tiona on increasoa and do~ronsea in inln.ry r ates , the Oeneral Rogulatione pro­vide " ceilint; on· the amount of ealary which may be paid to any employee durilll! 4 calender y.ear , The general rUle is that no amount of ealo.ry mo.y bo paid or authorized to be paid to or accrued to u.e account of any emplo~e or r ecoi•ed b7 him during the calendar yoar 1943 and in oacn' iucccoding cal endar 7"ar , which, a fte r reduOtion"b:r the J'ode ral i~come taxoa on t&e a~~~owit o! auch ~~ary, ooaputed a e below.without regard to ll'he r incomo and without regard to I wh~::t;one or cr edits , "<?uld exco'ed $25,000. Additional allowances of et>laTY l9 8:1 be port~i tted in certain circometancee are cieecribed in eectione 1002• to 1002, 22, i nclusive, · 
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""-o ·rmnunt ,t Jod_erol l noooo ' t.ixoe ro'torr-~ • 0 1. ·~ · ~" .,.. • 11 ... e preoediac par&-. ;r_,li. e!iel1 ' be 'de te!'lllilled - ... '· · · · · 

. (1) "or app~;yinc to t_be_ t~t~ f~~!O~t ?t e&or;y (bllt not il)­
cludnc NJ:f a.ao)l.lltr ol1.ovable under 11ottona 100a,19 to 1ooa.aa 
inc1u.dY,, o1 ,theee recutationa) pfli'd orMONd durinc the ' 
colendnr ;yenr· in quntion, lindiillinl.'ebed 'lijr 11111 ded"iloUona, the 
ratoe ot taxee impoeod b.Y CbftPtor 1 ot the Oodo (ozoop~ eeotion 
466 tboroot rolatinc to v1tbhold1ac) 111 it t\ICh tot& UOIIllt ot 
elllilrf' vOrO tho not. i~OJG :·~after tho' iil~_OVMCO 'ot the app-. · 
prlloto ·dJ:'!ldl te), tfio aurtjiZ·not inooeo;llnd tho 'iotor;y tu; not iui:'oeo, reepoitt1Tal.Tf lind· · ; .. , 

• ~ • 0 . . 
· (:l)" v!~h~ut _ tlirther ol10;ti1Dco of imf· other o'reditl acaillet 

on;y of euoh t!IXee, · .. · · · • · -- : ·- · .. " · 
" ' '• : ' • ' I ,•• •' • ' 

:LBe11.11e that the ratee idlpO·eea-Ul'ldor; Ohilpto'r ·1 of ' the 'COde, ae uendecl. b;y 
thO R&TBnUO Act of 1943, ft1'0 applicable vi th roepeot to the' caJ.eD4ar Jlftl' . 
1943. Undor tho tor~~~ula. doecribed in_ tho preceding pcracreph, the belio 111-
l owonco of lolnty' l'oT 1.943 (which after rod'UCUoxi b;y" tho Jodor& i DOOIII tll%81 
voul.d ;y'! old. $:15·, 000 )1 ia ' $6?, 300. Thh latter nmowit h the~ eez1111111 NDOIIllt '\Sf 
eolory l'l!ioh' illl -omplo~oG; would be parmi tt'ed ··to reoeiYo' for 1943, proT14ed' lib 
h not oct1tlo4 to further ollowoncoe under eec11:1one l<>Oa. l9 to 100a,aa, tao:. 
clua1vo. It tho r nt oa of J'odorol incomo tt\X applicnble for 1943 eboul.4 bo 

• illcronaod. tlbovo tbotio now; o:dat1ng- in tho Codo for 1942, ··tho bnelo allowenoo of oolar;y ~till bo liD' ·amount' groehr--thbll $67,:300, ·· . · - ~ . 
Tho bntio- nllolia:noo of"enl~rt ne 4oeor1be4 in thh eoCt1on· rop roeonta an 

s ount ll&il.inet whtclr tho : opptoprtt~to ti\S ratoe aro ftPplitid and re~~eitlt . \ho ·.' 
111110 r<igar4lon of wbotllot ·:tbo -om'pl!S7ee 11 mant od ·or tingle or of tho nizlber 
ot hie 4opoll4ellte, if tJD,;j, It ta -·lSJcovieo unatfee\ed b:r the naturo or lii!IC)IIJI\ 
of hie 'Other tncome (taublo· or exl!tll)t) or~b;y' tbo oxhnt of lilt doduoUolll -· 
&lownblo f or · tax ~oeoe gonarell7, · · .. 

': 0 . •: 

For purposes of tbia Subpart nn n~~~~unt of enlnr;y, in M.41t1on · to the 'bello 
ollowtlllCo of enleey, will bo p cm1tte4 for on;y oxpen101 paid. or inourrecl. b;y 1!11 
Olllpl o;yeo wbioh 1\.l'O ·ordincr;y lind neoeuaey for the p ertomliDCe of the eer'fi<:~• 
for which tho ompl o$'oo· h componaatod.. !lo tU<lh additl'On& IIIII, Wit, bovner'! · 
thilll .be· permitted to r oxpeneoe vblch would not be 4od\1Ct1ble i n OOIIPUUng 
1c41v1dunl J'edorfll: ·inoolllo t'axoe. • ·.. • • · • .. · 

0 

l 
0 

I , 
00 

, , • 
0 

, • , ,, 
00 , ' 

0 
' o o : ' "'I' 

.Sqo, 10Q3,_J..\) , . Chnrl\obh-oont r1but1one. ·- An ICOIIllt ot taloryo i n ·adti­
tlon to the bndo ollowanoe of eolar;y 411or1bed 111 110t1on 1003,18, ·will be 
permitted in certain ciroUIIetancee to ollov an eJIPlot•• to ea1nta1c hh ouato­
Mr;y co'!tr1;llu~lena to ohiU'I.~~le, e4ucot1onol or otur ..orcuUaUolll 4eecr1bed 
1D aeoiioA. 2:1(0 ) .of the Ood.e. · Such additionol ·illloual of talfll7 will be- per-
1:11tte4 it t~1 omPl·o,yea 'eatnbl1ehee -to the eathfaa.Uon :Of. ·the Oo•inlonet. ~at 
at.te.r. ~O':Pti.D, •. to. hit · otljor 1110~1110 .!.1'011 all .eouroo• be .wult eutfer undliO • · .har41h1p in m~intaini:ng hie ouet.omar;y·. oontribut~plll out· -pt· t ho bado el.Jowonco 
ot. telar;y cl,etoFi~ed .in t.he prooodlng eootion. . . ·. ·: 

- 0 ,. • .. • 

1 .!or_ P .. urPOIQI ·of. tb1.1 
1nooco !roo 1.11 eourooe • 
1nooo~ tax l nwe: · 

. . . . -· 
eoot.1on-and eootione -lQOa.ao, 1003.31, and tooa.aa, 
inol udee -.1DComQ. llh1oh 1-e noop~ Ullder the J'Gd.nal ~ 
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. I ··· •&;"') ..... !· II' ..... . " • • .I . • ·~-l ..... , ·I· ..... Coii.~ril!ii}iQIIS~,.q\ be ~at.oN.rY vi thip ·\lie m~!IIC.1(1f .• th1' iif~~OD _. .. tbou&h ·r;; ·~e .pe.f,~1;:..i1ar,"r~~{ lli ~Y..e,atiol) · t~e :pr'-"'i~~~~o~~ '1<i., ~1q!i, tbe CO\'>. tri butio'!!!Ja~i ·~H~}:r! · ~ttere\1. t t~~l!l thoee . tQ ·.~liom.. cp!t.f~bU t~oi~." ¥•~• ll&de illpre'"ou,, Yea%1• •. ) . . . , · -,•.·• ; .. ·• .. ·. , , , ,_ ·~vT :r. .. .. ... ..... ,. .. "' · · · · · · ·· .... , . se~~ j§t{~::ro~t£9111ia.i.ce ·?reml;,.a. ' .;_· ~·_-.mc;un~' ~t '~~~;~ -~~ -~~u ... to the bo.a~e, ~~O"ai!~P"~de~. aec:ti~D lop~.l~ ,mAT ; l!e pe~i Hed; .t.9. .~, !!'IP\~Yee un­der this aection to Met certain payment a during ~~ ~l.<?f;~el,a ,.t~b{e :reu tor insurance premium e. To be en t1 tled to euch extra allovance of ealery tbe employe'! 1.~\t .e'~~-~eh., ~o . the. ~~~iaf'e,~Uo~ .or., th• . 0'!11U111.~!~911et")hat attar r&. sorting to other income from 1111 aourcea (eee seetiO!j - 19Q~·~.9hht'lh;.~ble, '11 thout dhpoai ng of aeaeh "t a eubatantial finMcilll losa reeul ting in und11e d''!t..~~l" .. t.o ,ma~~ P.~i.'ll" .P~ante on P9.lic1n .af ,,J.~fa ~n.eul'&l\138 :i!h fo.rce and et;.C!\ '¥\ Q.c;.~p,er .~ :lf9~ on hi a Ute. .. • . ,, : ·· .. • : · '·, ... ••.7. :. -J'l : ! .! ~- •. ;ij . . : . . ' . . . . . · .. ·.. ,. • :. .... ... ~·: .. ~;.iJ , : · .• ·:s !~!!>~:lar~l,w; .payman ta ref:erred to. in the ,precedif!g ·P(ll'":IP'aph. 1!.1'8 :;!l:!ll.•t r 't.:"J:li.ch 1e,r~~r.~~.red ,t.o ba .. met .durinc . tl},'l ~~~ year :in .'lwttti.oQ~. fll9 !¢~ llft<\~ . !or.. , lll.e,n' ~· permi_ .. 1ble..:d'qr p~Y,IIjenta of premiums <Vhich a~.,d~e ~.h• of'\,¢nr• c.ol·eriAD.,.. AAear&•' )•.· '\ . : -·· .· . ··· · - :,., , .. ., ...... s.• 
·t:~-. ·"" ..... ... ~ ll' ' . ... .- . ... • . - .• • • .. ,, . . •.• • " -.J !:'<"' o f'l \' o I . •'• \ '; !'f'! ~ ~;~.-.¥r.;pn_:-:Xneurane.e h~· ;b'eon p~;mtt-t,.4 by • .;, ·-emplayee to . l~·~:~i•r ,aqt~tb•r J , 19li2, no allo..,ance for ~al:ary ia p,riniaqi'ol,e for paY!I).@ta o;f ;op.r~~ Oil; ' policies t~ken out after euch date , evan though the total annual prem1u=a on ... t~.!l~.-po;w. ~~ ·&r~ Jl!l ~ il) IP,'CUI of the . t.o ~,.1.. annual pl;'ell!l.UDIJI :due •OA' polic!u il\' :M!t~f;t.' OJ'< Q<;.to~~r; 3 ." 1942. Rel\oval of· p_o.U ciee in oeff!{ot· o:n:. oc.~o'o~~~:_1Q-:· ·tm'!. (J!~ tll!>:ugh; l!~;l' Pf""!~\l!ll!l art~ .*>igh&l;).. vill : no.t P.:I'Qel~e ..,w,'l~b.i-.lHY•~~>f d~~ • · •.e.ct~~l::t\1 Jlr,<>m1WlJ :R~E\11 ta on . the ~r:ent)vod: po,l.~cJ. Q.l(• • Ooni!Tal~-:f·, •IJ>: tl\ .. C&ftjt: .O..f: ·It c»~re1<>~ .9f.· a policy• in g!f.eot on- Octp'oer- 3., 1942 to: a:11ov peHc:r requiring pa.vmon t of higher pr.,.iums , tpis_ apction 1s Jnappl1c~b t.P· ~be( ·.· annual amount by vhich th~ now promiuma exeoed tho premiums in effoct on ··I c QJ:IQ~l'·:3 "l~·. . _ , .. : . ·r.: : , ~ . . . . ·.:.o< ": -·\ • •. ;; ~ .. ···~:.~ l ~ :. ~1.". P·, • • • .. ;_ ·: • • • !. ;·· ,·, : . ·~ ;· ,;·"\:-:-··H·· t ·. ~.~ ·•·.:#-• .IUJ!d. in: •.tl>i-1<: ._e,ctJoJ), and· ae.c~1ol1:9 lQQj!, 21· end; ,J.002. 22 ,, ·nbatantbl. f~!I.M~e,l AAI• 4• pqt Jl'l\~oaea:-1ly oi>nf1n""- 't.o. t lou au!f<~tod on'1l.i·~.'ai tio'D o!:-IA1Hl~' •\: ~c:'P.tUJiod.'·PJ'icea suba.tant1aliy ·below coe t; t'o ;thO' .'olllp:Loyan • .U ?.!he preaent volue in use or in production of income-· &lid .th1r po.'hnt'ial ,tutllN! 'ralut are fact.ora to be coneid.ered. For the purpoee of thia Subpart , the provision• - ! ot·. the llod.a: ~verning- the deterll1nat1.o'il :o'f loo Upoii·:ll~o<il..ttifin-' of·'a'ioeta !'e nttt .t:Otttr9lli'u.gl.~ .~ .. ;:t~ .. : . . _:.._ ._,6 .. • ':. '" ._. ;:'·. · !•: •·•· ~·· !'t· l, -':::).::0:~ z.L-: ,.}.• , :.•: <.., ,, .. I .l. , , o f •• •! ,11, ~ ::t, •.: !~~•~ ~~·~Co:I·Ul0<>•2h:. Fixed obl1pt1,on~·· -~ .An, bouht ot .. ~;~f: l 't( i;ft:a1't1o'a'1t"o , .. •••··~~~iC.~ ldl-o'ftanee uude,r 11et1-on 1002.18 _, be ptrmi t-ted'• tl>~~~ eo~~p~o)'e!_ ~411 •. . l1bt~udioll" t.o . calct. u<tUtrea: p~eo:ta d!U1.nt-· Uie ~illplot•~'•" tUiible'YNr ro .,nxaa.:ob~~ga.Uo~a. - '!'-fore· any' ai~<iunt: finl b• Ulo.ilod llil.tei'' tMr'i~c\'~o:6i: llie -.ap~lfeQ. IIIUt .. tablith t.o the' 1~1ifact1on of'"'tbe' Col:lll! ... lOJ!.i" tli&tt:~ter:':e­sorting t.o his 1ucome !rom all eoO-rcee ( eee 1eet1on· ii.Qo2.19J'i~ li&•h ' ·'iinilblei" "~ t~ut _the nooea!1tY of dhpo a1ng of aueta at a tubotantial finaocia;L loss .»~~Hi~~;· ~n • Wlhe' !pctUJ:y,: t.o. •••~ re<~ui rad · p~eit ~' o 'f: ftxea~·o-b11ptio'!t / 0, w...,'Oh!he vu O'oltlated on Octobet .. J, 1942. Seti . eecttoii·:J.(J02;·2Q • co:, .. ~ :: ·, • . \· ~·: ;~ ~ '-"' ... 
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'l'he term "fJ.l''d oblicationa• • • uud 1n thh aection meant uy ent~r · 

able lf..abll1 t:v. !l}' the ~lorea the. ~~\ of whlcli Uablll ~ .,..., fl x.d ..,:e­dat~rmln qcl. O!l Oc}Obor }• .19112. · In _no aunt h an alloVMee for alllar~ pcl'­
~as~ble under th1a 18C~0!1 foz: the pqment of IID.'f ..,\lilt due lD tu.ture ;raara • 

• • 
!leo. 1002.;21!· P414eral t~ee._ .-- An omoun.t of eal~ in addition to' the .basic allo"an.ee under notion 1002.~8 m~ be :permitted to ,., employee , under 

this aeetion, to meet p~enta during the ea~plo;vee'a taxAble ·:vear of 'eert11.1D lederal income ~ea. To be en t1 tled to such 1111 adcl.i tionlll alloweoce of anl­
l'l'rf the el\ll)1oY,ee muat eatl<bli,ah to the a11thfaet1on of the 'Ccl111111hlionor t hat 
lifter reaortlrig to hie income from all eouroee (see &lOtion 1002.19) he 1e unabl e , ,.ithout c1.1epos1ng of 11eaete at " substanti al tinnneial l ou ;,aul ting 
Ln undue Wdehlp, ~ JDeet pi\Yillenta of eerti'Jn !'ederl\.1 income ti\Xea, more fully daacri bed below. See aeetioll 1002. zo. 

An ol,lowe.nce for additional elllar;v h peroisoible ln order top~ !'ederl\l inco:nd tQltea o)tell; by the ea~ployee himself for MY prior ' te.xe.ble year, but 1a .. • • 
not :permieai'6le in orcl.er to p~ any .Federlll income tax due ori the bade nllo~ 
~\Dee of aalary 'und~r eection 1002.18, except ae thii allovanee h ~pl1CI'ble 
for 1942. See ·~~tion 1002.24. '!'hue, an aoount for adcl.i tionl\.1 alllN':V oigM be allowflble i n 1943 to meat the payinent of the entire 7aderl\l i ncome ti\X due 
on a salary r.eeei.v~d ~n 1?42. In 1944 M NDOunt for Addit1on8l ealaey might be al 1ow~tbh to 'mee t the,_paymen t of Federnl i ncome tRX due on ~tdcl.i t!onlll 
slllary allovanc~a p ermitted for 194J under sections 1002.19 , 1002. :!0, 1002.21 and thla ioction f6 r 1943; but no e:nount, hovner, would be allowable to meet .. the :p~ent of ' ~he Jederal income tax duo on the baolc allovancA undor occtfon 
1002.18 for 1943. · 

_Sec. 1002·2) • . Multiple employero. - Salaries p~able to en elllp1o;,ree 
fro m l:lOre than ope employer ma,y1 for purpoaee of Subpart r, be treated as lf all silch aalarin vera payable by a single employer , r eprdleee of tbe finan­cial . or other ralatione~p of the several employers. for exemple , 1ncl.1 vidual 
A rece1 ved a salary ae an i!lllployee ·of· the X Corpora tlo'n and also ae an-em-. · p1oyee of its subsidiary, the y Corporation. Bo th ·the X Corporation and the 
Y Corporation are required to t.dJuat thelr aalar:r arrange=enta vith euch em­ployee to conform w1 th the provlaions of theae regulation•· It lndl Yldual B 
1a e:=ploye!l by the )( Corporation and the N Co rporation, both of vho01 are 
owned;· <ii,rectly 'or indlre.ctly, by the same pereori or pareons, the M Corpora.. 
~ion and the N .Corporation muat adjust 'thelr ae.l;er:r arrangement& w1 th il to 
conform' w1 th the pro vi aions of these ragulationa. If lncl.i vidual 0 la cmplo¥ed by the R Corporation and the s Corpo.ratlon and lioth corporations hava kno v-
1edgo of that fa,et, they ..Uiit adJu.et _their aalart arrangecente vith C to con­
form vi th the provision a of theae ·regulations. . . . 

Wher•. an 1n4ividu8l 1s employed by ~Wo or more 0Cip1o:rera vho, unde~ theeP 
r egulatione, are required to make salary arrangements in order to confo m 
with the provision& of Subpart P , such incl.ividual and employers ~!i ll be doaeed 
to be acting in contraventi'on of the Act snd these r e&P1atlone lf proper aal­ary arrangomenia are Mt made. · In e.n:v event , no empl'oyse ma:v rece1-.e eny 
salary in eieeee 'If that allowed under Subpart J, Soe aeotion 1002· 30• 

Sec. 1002. 24. Limita tion on 1942 ealarie•· - Unlea~ :payment thoroof tla 
r e'IUircd under a boll& fide contract i n eftect on Oc\ober 3o 1942, DO amoun of salary ehall be pe.id or authoriced to be :pe.id to ol' aecrued· to the account 
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-or any employee or;rl'l!.;~;t'•~ ~i ~~~~ a!_ter, O~tpbe-'~~~.:1942 &hi betoro J""U&rJ 
1, 1943; if the. ' iOtal aalary pa~d1• •!lth?!'i~d, ~c~ .9r< re.~iTed for tho 
Clil&ndar' )'ear "1942 exceedo i"he UOUI!t .,ot 1~1\~~ vh"l.cP. ~!>u,ld 9~herv1oe be al· lovable under eect1oii ' l01>3.18 (but not under • oct'ione 1002.19 to 1002. 22," 1.,_ 
elusive) and also exc\)ode the total salary .P.\li~ , , e:~t.h?rho~, aceruod or •o­
co'l.vod ·for ' t ho'' caioniiar yop.i: .1~4;t; !or' 'pui1>o •o.~ 0~ tbi:~ .. aoeqon, tho tcra. 
"bona !1do · eontraetM moan' a ~~~~ally onf"orc!la_b~o. w~o!"ont, vritton or oral, 
Such nit ftGieoment GillY bo ov1donco4 bf. c. bona ti"do r esolution. or a bo~rd of • 
diroctor·e ' of n corpc)ro.te o~~plo)'ll·r 'palllod on: ot ~ciforll OS:~<!bo r 3, 1942, 'l'l>o' 
omount tillov~blc' urr~er' ioet1on· 100~~":1.8 tbr l.~-~1>-'. (b.oforo ro4yc,t1on by M~ ;. · l'odornl · l.neomc tnxoa)· t'e '$54,428, 57, · · : ' . ·.. . . · ' . . . . . • ! ·~ ~ • •• ;· . ; •, .. . 

• • • • • • • .. • ,... 0 •• .. "' • • Soc; ' l002. 25: ~=munity proport~, -:·· ~. 1'1!"i.tat1,?!'•, on scl!"'ioo prov~d,~ for in aoctione 1002.18 to 1002.24, i nc1us1vo; · eh~l in nov1ae bo a!!oetod by 
ony ~o:n:ouni~y.?r~porty law. ]1'or eXCll!J?f~ · nn.~~pl9~o r~!.1dont .1'.1 tho Strto of 
R r ocoivoa a snlar;r in 19~3. of ~~QO, O!JO , ; .. u!'~~ - ~~~ lf!.V&, Of t~nt. Stnto , ~:;o,ooo of th~t · oalnr:; 1e doomed to be t hq. prpporty _o!)ho . c~l!1r<! 9 ' • wife , .P'or ' pur-

• poece· of thoec ro~ation r • t~ ~~~?r'.l7'f ·~¥tY. .i'}lOQ,OOO, ' '!lOt $50,Qr.(), 

Soc, 1002 . 2~. TN5nblo voar . -- For. P.~oeei ~i' S1,i"bp~rta F end · G or,'i.hese 
ro gulflt1on~ , the t~m "tr~able ~et;r• of &1) ·~;~plo:.re; . •J:ll}ll IJIOP~ ~he cnlen<!"': .. :rorr dur~ng which the an~nry in que~t }Oil ~~ pnid .ot:-~U~hQr1zod to be . pnid to 
or nee rue<! ~o · the 'ecoW)t of e?ch ~mpl~Ne .. ~r rec~iy~d .~lr him, This rule i~ 
n!)pliCAble roS~~rdl~ aa of vhc t '!ez: tho ompl",?Y?.r qr c~P.l9Yo•; , ot: both, file .­J'odorr.l i nco•o ti\X roturne ·for It !heal ;f'lAl' or report incol:IO, . for P'odot:.U . 
inco:nc tax pui'poees, ' Oft ' M &CCrwU bftftiB ·or o'n' tho Caoh r ocoi p ts and dieburso- ~ Jllonte bnaie. · · ' 

Soc, 1002.'27. ~- E~foeti,.;o dr!i e : "-..:· 'lhO. .. ~rovitlona.·(of tli1e SUbpart, ucepl 
no provided !n ee<?Hoii 1002.24', eliAl.1 'lie flPI'l;lonble ~6 ail talr.riea vllid or . 
necrued ~fter December at; 1942, 1rre!J1ectiva of w~n pll)'l6ent or accrual o( 
eueh anlllr;r wae 11uUiorh<Jd Md 1rr.oepilctive, .,;leo, ·6'f· an;/ eontrnet or a«re3~ mont made prior 'to .or 'nftc\ r -aiich dnto' , . .. . '." .. · .. ' . . . . ,, .. . . ····: ... ' ' '•. 

Soc, 1002,28, ·~unto diercg~rdo·d . _ _: (n) ffoct'fo~ 5 <•> of the ~t , r ov ldos in ~ffoct tnnt tho Prooidont ehllll v r aeeri.bc. ' thS ox~on.t to which tulY 
enlnry Jli\Yll)Ont mndo. in cont'rav.m.t11)n of 'r of;Ulat ions ;iroiiiulgn.tc<! under tho A'!_,t 
ehnll bo dhrognrdcd by executive <lopnrtll!entlj end other 'gov.> rnmontnl J\e;enc~~· in dot .,rm1ning tho COate Or Oxpcni 08 ofMy i!oplo;rc r for tho purpol~ t Of P.»:/_ 
otoor law or regulation. In any caae where a W6l'Y pa.vmont is da w rfl.1no4_ .b1 
the Cocmiuioncr to hew boon ctada in eont'rav~nt1on of 't ho A.ct, tho ~ntiro 
amount of euch ~eyment 1e to .b~ dhrCIJn.rd.Jd _b)r nll ·exoeut1vp dopartcon~a and all other .Qgon~ios of• tho J'ederal Govurn:n~nt for ' tho purpotos of -- .,. . . . .. . . . 

(1) Clot!'l'lll1n!n& COate or oXp:~na~IJ o~ ·ah.v ·o~l~yor !or t hp ,. 
purpoeo of any law or regulation , either horotoforo or beroaft'o r 
enacted ~r promulgated, .1nclud~ng tl}o a.,ol"(!Oncy '?ric~ Control . 
A.ct of 1941!, or 'any max1mum· p~tco "roguintidn ·t hereof; · 

· (2) dalculnting· cL!l{uC"tioni .li.do'r thci' ~o"voniiO"iaw"e o'f tho · Unttoa Stl\tea; or · . • · · .. . ' ~ --
• ' L : • ' 

. . 
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(3) deterlllini n& c:oah OJ" IIXP,enaeo under ~ny contract made 

by or on behalf of the United Statea . 
• 1 . • • -· • •• ., • ' • • • 

,. paymont in ~!'~t:ay~ntion ot t~e Ai:t"~.bn ~oritttardod tor. more than on t 
the torogDing purpoeee. o o 

(b) In th~ · caae of ~~~iop decreaeed i n con.trnent~on of the J.et, the 
....,unt to be . dhrogarde~, aa roqui~e~ by p~ra&reph (a) of thie aeetion, 1a 
the amount of the . ealar;r ac tually paid or accrued by tho ea:plo;rer at tho r._ 
dueed rate. ~u.-, if, tor example, on .lloveaber. 1, 1942, a lleel<ly oal&rl' rate 
ot $100 has been unjuatitiabl,r r educed to $50 tor the r emainder of th~ ~alan­
dar year 1942, the 81:10upt to be diar egarded under JUU'agroph (8 ) of thia oeo­
Hon 1 s the total MoUllt of eal.,.-y p~d ai the veekly rat a of $50. 

(c) In the c.ase of aalar~eo incr.eaeed 1n 'cont.ra•ention of the Act , tho 
amount to 'be disregarded, ao r ol!.ui red by paragraph (a) of thi s section 1a 
the amcunt of the salary actually paid or accrued by the employer at tho in­
creaaed rate and not mer ely an amoun t repreeonting an increase in eueh o!llary. 
Tbue, it, for example, on November 1, 1942 a 11eekly aalary rate of ~00 1a w­
Juot1tiably increased to Sl50 for the re!4ainder of 1942, then the UlO'Wit o! 
talary to be disr egarded. for purpoae_e of paragreph (a) o! thb .. ction 11 the 
total 8l:10unt paid at the 11eelcly r8tq of $15(). Alec, it, tor examolo, on 
February 1, 19~3 a 11eelcly salary rate of' $100 h incr.,.aed to $150 vi thout 
prior required .approv!'l, but i e restored to $100 on Jllno l, 1943 ettor formal 
die~~pproval by the Commiaaion~l' or r egional otfiqer, · then th~ amount of a!llary 
to bo disregarded for purpoa,na .of pe.raunph (11) of thia section is thn totl\1 
nmount at the weekly rate of $150· Neither in the c~aea described in thio 
paracraph. nor in the case described in -pare.grnph (b) ,of tbie eecUon Ill'' th e 
totl\1 amounte p81d at the 11eekly rate of $100 to be diaregarded for purpooeo 
ot pnro&raph (e.) of tbie eection. ( See section 1002.31 relating to sAlary 
allovancee under eection 23 (A) of tqe Cod,.) 

(d) I~ the case of a ealary in cxceaa o! thn amount allovabh under SUb­
part 'I o! those r '3gulat1ona vhich is paid to, authorUed to be paid to, or 
aecruod to tho account of 8ft 0111ployee during his tiiXablo YMr (flo distin­
guished from the . taxable year of the . employer) in contra•ention o! the Act • · 
the emoun t t 0 be disregarded is the full Eimount of such aal11r y Md not merely 
the amount 1repreeenting the exceee o•er the amount 8llowl\ble under ouch Sub­
part 'I Of theee regulationo. Thue, if, for AXIIDiplR , undor such SUbport 'I M 
employee "'Uld be entitled to rece1 ve a to till sAlary during hie taxl\blo yor.r 

' o't $67,200 for services rendered in such year, .but &!ltually receives $100,000 
• tor such aervicee, then t ha entire amount of $100,000 1a to be diaregnrded !or 
.Purpo aes of "Paragraph ( 8) o! this aectl.on· . 

Sec. 1002.29: Cr iminal pen8lt1eo. - Section 5 (A) o! the Act orovidea 
1n aub.atanee that no employer ehall pay, and no employee shall recei ve, Ml' 
talariea in ·ciontr8vent1on of th~ regule.tiona promul111ted by the Preeid~t un­
der the Act. Section 11 o! the A.et p rovides that MY person , whether en om­
plo~r or ~loyee , llho vilfully _violl't cs. eny proviaion- of t hA Act or of M Y 

(over ) . . . 
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. . .. regulation a prollllllgahd t hereunder, ahe.ll be aubJect; upon conviction to fine of not more than $1,000, or to 1mpr1eonment for net 1110re than on~ 7~ or to both auch tine and bprhonment. . • 

Sec· 1002. 30· Salary allovancee under Code. - - Under section 23 (a) of the Code reii,Qonable ~l.ow~.cee . for salariee are allowed aa· deductions in 00,... put1ng net i ncome. The testa which determine whether an allowance tor ular­in paid or accrued 1e reasonable within the meaning of section 23 (a) of \h4 COde are in noviee auaponded by any pt'Ovhion of theee r egulat1on 8 • An -player may 'b e 8X4!1D!>t from the operation of those r egulations yet bo denied deductions for .Jlurpo ao.a of aoction 23 (a) of tho Co do v1 th ro~ect to the •al­ar! l a p.Ud or acc~~.d by him. Al.eo, a bade al.lowancA undez: aoc.tion 1002.18 end addi tional allowancee under aect1ona 1002.19 to 1002.22, 1ncluain , ~ n~vortl)ol ·)aa .. be .~~allo'!'od in whole or ~n par~ a~ cl..edu.ct1ons under aoct1on 23 (a) ·of tho Code. · · . . 

SUBPART !! -- l:K!MPTIONS 
Soc •. 1002.31. Ex• t . l!!!lJ)loyore. .:_ . T\te pro'l'i ~icne of thoae rogu1~11q~1• excapt t hoae oontail!od i n Su'bpa,rta. F an,d G the}'@Of, shal.l not .apply i n. the caee of nn employer vho employe aight or l ose 1nd1.1'1dwue in .a a1 nr).q bus1-ncn . 'An ompl oyor h 8\i'bject ~ tho proviaiOJ'IS. pf .. the,_e. z:.ogulat~ona 1t '!t the time a aalory increaae 1e to take effect he hae 1n 1Ua eq>loy more than eigot 1ndh1duale in a single buaineaa. ~t i' qo t necaae.~y .that ,each employee be paid a salary provided all 't he 1nd1 vidual a &!DPloyed. r ec,ei ve c:c.mponoation for thei r p or aonal aemcee. If it 1e subsequently deter~ned that t he number or employees baa bean temporarily r educed .b:r 'tho employer, or that tho ecplorer hna utilized any other i cpr oper device, for the eole purpose of claiming tho exemption provided in the Gener nl Regulations and tlieao r egulations , thee e.uch exemption ehe.ll be dee!lled to have 'been i mproperly obt.Uned and of no force or effect. 

An employer may 'b,o exempt und.er t hi G section notw1 thstanding that ahortlr otter the effective date of n anlary increl\ae he enl .. rgea his personnel in good ftd th to more than eight employe a a. Any fur ther adjustment in saliU'Y vill t hon be subJect to t he prov1aione of theae r ogulntiona. 
Sac. 1002.32. Statutory salariee. - - ~e provisions of thes e reeuJ.nUcn• ara applicnble in avery r eepect to an:r aall\ry paid by th(! United Stntoa , anr Stnt e, Terri tor)• , or poaaeuion or political 'subdivis~OII ther eof , the 1>1 atrl ct of Columb1n, or any agency or inatrumuntal1ty of MY one or more of tho foro­ll))in.-, excep t •·her o th~ runount of such salary 1a fixed 'by statute· ~o ton~ •atatuto• f or purpoeoa of this eoction doea not includo a municiptU. ordinance or reoolution onec t'd by a governJnentl\1 un1 t 1nferlor to a State, Territor/• or -possession. Salnriee covere~ by the Federnl Olnesificntion A.ct of 1923 •. 88 Mended, nro excluded from the operation of these regulntiona. Li ke..t ae, eel­nries, for exemple , of public school teachers vhich nre pllid under snlarY ech,dulea f1'\ed by n stnte l egislature and providing for IDtllldator y incr llGiento nr e e:tcluded. fron tha operation of theae r egultttiono. See a&ct1on 1002.17• 

r Sec. 1002· 33· Services in fore1 (!!l ooun tri e8 • - ~e pro viei ens of t hese egubtion• shall not be nppltcAble in .the cne;;-or ElllY individual e::ml oyer. 
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rol14ont in .tho tlo1to4 Statoa or tuJ¥ 'l'oJrritol')' or pouoaeton thoroof , or o! 

11 corporot o "CIPl oyor orcl\llho4 Ulldor tho ll\n of tho Ulllte4 Statoa or tul¥ Stnto, 
'l'orritory or poeson1on, vUh r oepoct to tlllnrioa P•14 liT auch Ol'!l)loyore t o 
ooployooa for eol'Ticee ron4oro4 oxcluaivoly 1n f oroicn countrtoa. 

Soc. 1002,34, J'o)rc1cn OlliPloycre. - Tho Pronuone ot thoeo rOCU].ationa 
eholl not bo oppl1cablc 111 tho cnao of nonrot14ont f oro1gn Ot:lployore. ozcopt 
that 1f 81J:I ealar,y 1a Pa14 to an employee 1'8t 141~~g 1u the Un1te4 Stat .. pq­
ment of euch ealar,y 1a tubJeot to all the proY1t1one of theee rarulat1one, 

GOY T. IIELVZIUIG, 
Com1ee1ooer of Internal !aYenua, 

Al'Pl!OVl:Il: December 2, 1942. 

JOHN L . SULLIVAN, 
Acting Secretar,r of the Treaaur,r, 
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TREASURY DEPARTMENT 
-x:UMMUIT DIVIatOH 

WASHINGTOH 

IIIDCf'OII' S OIIIID 10, 1.31 

tot Chieto ot ,....,.,, Mi .Dl11ltl06ll 

193 

•Pur-\ to U.o •tberU7 'fllhcl 111 .. b)' lxe011tl'fo Orclor Jo. 

t040 ot J.-...rt 16, 1942. Mol lxooaU•e OHor Jo, 9040 ot J~ 
24, 1M2, the folleriac pollq to prftCJ'l1>ecl for all ~-h 

ucl AceDOloo aow or "-r•nv -llorhecl b)' Ulo Pr11lcl•t \o aer­
olll tAo J>O"I'I 11\ forth lD ~Ule II, eeoUoa 301 of tllo IP1rot Wor 

p....,., .Let, l Ml (PIIIIUo Jo, 3116, 1'1Ul COQIII'e11): 

•s 90'.1 PlHty rply pt£Mlt. (a) I:IMpt &I Mref.M..ner 

prorlclecl, ell 8UCh ~-h aD4 .acecot 11 ollell pla.co all ""''Pl7 

coatracto rolattac to war prOCI\U'-t b)' .....,uauoar Prn!,W. 
Tllet whore ccaototaa\ wlth tho req'Girecl opoecl of ...,. proouro-t, 

ao\otloaUoa of tho JII'OPO•ecl sw--t ollell 'be clftD to quell­

flee! -lble COA\r80t01'1 acl q'IIO\&Uo• •-eel f,_ th•• !!MI 

pr....tare proyl.clecl b7 , .. uca 37011 of tho -- S\et11t• ( tl U.I.C, 

IICUOD 15) ollell be ..... ODl¥ ~ \be - clflo .. \loorl•t lea of 

the lllreotCI' of ~••• of tllo War PrO<lillcUon Boercl, or of woll 

poroon or porooao ao llo - cloolpate. 

•(b) (1) Ia pl80lD& wd> coatreeto, parUCNler roprcl llllall 

h peitl to tho folleriac -lclvettoaot 

' (1) Prl8ar7 oapbaoh lhell 'be upon ·-•~ 4oltftr7 la tho 

tt.o requlrecl b7 U.o .... pi'OCI'M· 

• (11) I a oo f.z ao u wlll etf .. ~to tbo poUq oot fortb 

1D au~ (1 ) -·· ,....... ooatrMOh ellell 'be plfeocloo u 
to • .,, .. "'• for U.o 110r o cllttlolllt wor prO<llucUoa pr.-1-, tho 

faclUU11 of oocoerao 'boot elllo, b7 r•oon ot qt-tac. -
corlel, aD4 pbJ'olcel •• -.... to IIUdlo ,..... .t.ooorc11acl7. -
t reoto for oturlari or othor ttMI .etch u..oln releU'fel7 ol.oplo 

p..-uoa probl- ~1 " pluecl wlth . .......... ....all7 "" 

KJi~m.51":::,:"":" • oblAb aro lo .. ahlo to IIUdl• tho .. ,. Utflcnlt wer 
PI probl-. 
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•( 111) Sub.loct to tl>• eontlderat1one eta ted ln eubparagrapbe 
(I) and (ll), eueh controoto ehall be plaeed wlth concoru Deedlft& 
to aequlre tho loaet aaoUDto of aclditloDal •chllltr)' aDcl equi-t 
tor porformeneo of the contracto. .l.ecord1n&l7, •• an eu•Ual 
port of eaeh nocotiaUon, procuroaent nttlololo ohall oecure troa ( 
proopoetive contractor• otat .. -.to liotiac oll addltlonol 80Ch!Der7 
aD4 equ1poent whleh wUl )11 D .. decl for perfo..nee nt tho contract. 

" (2) J.uthorit7 to hpert !roa thlo polley at.)', 'UJIOil opeolfie 
requut, be panted b¥ $he Director of Purehaooa of tho wer Pl'o-
4uct1on Board, or by ouCh perooD or peroono ao he aay doolcnote t~r 
th!t purpoao. • 

In eeeordenoo w Hh ouch Dlrootlve, ottootlvo l..uedi.tel)', all 
oont raeto for tho ProcuromeDt Dlvielon thall be placed ao provided 
for ln tueh Dirootlvo, except a o followot 

1. .1.11 Field Oftieee ot tho Pl'ocuro•nt Dlvhlon ohall 
continuo to place contract. in accordance wi th ox1ot­
lft& proc..Sure and the tol'lto nt tha Directive • hall 
not apply to ouch eontracto , until ouch t1ae ao fUr­
ther inotrucUono are looued. 

2. .1.11 General Schedule contracto, UDt11 fUrther notice, 
ahall be pl aced In accordance with ox1ot1n< procedure 
In view of the ecope of ouch contract• and the a4m1n-
1otrat1vo dlffioultloo involved l n ehanCIIli over to 
tho method provldod tor in ouch Directive. Howovar, 
comoliance with ouch Directive ao ooon ao pooeiblo it 
eonteorplated, aDcl when the plano tor inoludilli tueh 
contract. in tho now procedure are cooploted a further 
order will be loouocl ln connection •herewith. 

(Siped) OLl:rTOII J, ~CI 
Director ot Procurement 

J.uthori ty 1t hereby , ran ted to t he Director ot Pl'ocur ... nt 
t o depart troa tho polio)' .. tablithad b7 Dlroct!vo !lo. 3 of tho 
Cbalraan ot the war Pl'odu<:tlon Board. elated March 3, 1942, to 
tho axtont provided tor in tho abo.e Ordtr · 

Doted: llareh 25, 1942 
Jamea WacFhereon 
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TREASURY DEPARTMENT 

PROCURE:MENT I?IVISIOH 

WASHINGTON 
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October 20, 1942 

DIRECTOR'S ORDER NO . 1~1, SUPPLGWEN~ NO. l --TOI Ohieta of Brrunchea end Divioiono, 
Regionnl end Deputy Procure=ent Otticera. 

SUBJDCTI Placing War ContrRcto by Negoti~'ion. 

Undor ~te of ll&rch 3 , 194.2 llr. Dol>llld 11. lleloon, ChAir..,, 
Wnr Production Board, iooued Dir ective No . 2 direc, ing the ..nner of 
placing IUJ)J>1)' contrPcta relating to war procureetnt. The policiea out­
lined by tho above Directive were =ada the •UbJoct of Director' a Order 
Jo. 131 iuued ll&rch ~s. 1942. At the time of itOUNice, purcbeoeo by 
11t1d Oftlcea of tho Procurecent Di vloion wero. exempt froa the povhiooa 
ot the Directive, theretore, D1rector1 a Order No. 121 Wfta not clfculated 
to Reciol>lll lind Deputy Procurecent Officera. 

Direotivo · No~ 2 wae n=ended Oc~obor 10, 1942 by the Chairmen 
ot the Wnr Production Board ROd now npplieo to n11 depnrtmento nod ·agencieo 
plncing contrnote rel at ive to war procurement. Thoro it quoted below the 

._eooentiDl provlaiona ·of the amo~od Direct ive. 

0Purau8nt t~ the »utbority veoted in me by Executive Order No. 
9024' t>t J'Munry 16,- 1942, nnd· ~ocutlve Order No. 9040 'ot J.llllllal'7 24, 1942, 
the tollowillg poUclee and pr ocedure• aro preooribe4 for ,.u depart=eota 
aDd eaenclea now or hereafter ~uthorlced by the Preel4eot to exeretae ~he 
pOwer a an fortb in Title. II , Seqtlon 20L of tho F.,1rot f..r Powero Act, 
1943 (Pub. La• 3S4 , ??tb· Congr eaa) . : 

•(a) ·Except- ae hereinafter pro~ided, &ll ouch d<pnrtcento and 
oc•ncloo thDll )1lace cont,.acto r elating to, ,iar procureaent by necottatlon. 
Kegot h1t1on ao uoed 1n thls directive !MY i nclude not oDl7 !ace-to-fr.ee 
denlingo, but :>lao purchoalng by eecuring informal written bide or tele­
phone quotationo. Where conaietent wtth the r equired apeed of war pro­
curement, notification of the propoaed procureDcnt ahell be given to a 
r eRoonable number of qualified oontractore and quotation• aecured fro= 
thn. 

"(b) In negot i ating contracts r el ating to wnr procurement the 
following conaidorotiona ohall governt 

(over) 
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•(i) Prillla.r7 empbc.ah ah&ll be upon aecuri~~~: delhorha or 

perforaance at the ti.Jiea required by the war progru. 

•(11) SubJect to tbe conaiderations atated in aubdhlaion (I) 
contracts ah&ll be placed witb concern• needillf; to acquire the leut e.IIIOIIDb 
of additional new macbineey, equipment, or fao111t1ea for perfor~~N~ca of ( 
the contracts. 

•( Hi) Subject to the oonliderationa stAted In aubclhhlou 
(I) and (11), It aball be tbe policy, of all war. procurement depnrt111enta an4 
&«encies to avoid contracting ,for the production of itema or meterlela ~ 
coiDIINDi tiea or arena in 'llll'1ch acute l abor abortnges are known to exht 
whenner it 1a practical to procure the needed items .or me teriela elae•here, 
The Wer Venpower Commiaaion ahall be relied upon to certify to the "ftr 
procurement &«enciea, communi tiea nnd · ereaa in which acute l nbor abort"'ee 
exht t o aucb· a degree thet the · poUey atated 1n this subdhhion h • . . ~ . applicable. 

1 ( 1v) SubJe-ct to tbe conlide<ntiona stated 1n ·aubdbhion (1), 
( ii ) , ~d ( iif) , •auCb contracta a~ll be P.lnced so as to conatrye, for ~ 
more difficult~ production problema, the ~eaources of concerna beat 
by reaaon of engineeri~~~:, llll\Jlllgerial,, Mel. pb;ydcal reaourcea, ·to handle 
them. Accordingly, contract• for itema which involve relatively almple 
producti on problema shall be placed pith concerns, normally tbe amellor 
onee , wbiCb are leas abl'e t.o hnndle the more difficult war procluctlon 
problema. · · . ·: .. . : . : .. 

"(v) SubJect \~ the ~onaider.aUon~ stated. in aubclhhiona (I) 
( ii), (iii), and (iv), .nnd nleo subJect to the provieiona of the Product!® 
Concentration l'rograml. wbich ~aYe ~een or may in the future b~ l natl tuted 

·~ bT. tbe 'War Produc~ion ·:so~, auch contr ae<ta shall be placed ao aa to apreed 
production among aa ·~ firma aa ia ,r el\aonable and feaeible. 

' 0 0 
0 0 ' 

. • · • (c) War procurement cljpal'tme~ta' .,;d egenciea are hereby au1;aOJcno 
and directed to Jll'.Y bigjler pricea t han would otherwiae be required 1t such 
action ie neceaaery to put Into effect the policiee a~l\ted in eubdivlalona 
( l) through (v )', lncluaive. If all t he conalde,e1U ona set forth ln aub­
divhione (i) througti (v) beve been met and there la at:ill need tor aelae>­
tion nmong co?troetora, eontr~cta shall be ao placed a a to- obtain t he 
loweat price for the Go•ernment, • · 

· There ie attached a list - ~t labor merketa supplied by the WAr 
Wanpower Oommiaalon In which lnbor ahortAgea exiet . &a l nbor mnrket con· 
ditlona change, .upplemeqte to this order wlll be iaaued. 

Dl ti N
lllllllediate etepa aball be tRlcen to effectllllte the prodalona of reo ve o. 2, Amended. 

( algned) CL11"r01i :&:. I«ACK 

Director of Procurement 

(COD tlnued) 
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.AL.WIA UARYLAla> Ol\EGON 
~obllo :Sal th>ore Portland 

C.ALIFORNU !lASSACHUSE'I'l'S SOO'I'B CAROLINA. 
s an Diego Holyoke Clw'leaton 

P1ttof lold 
Springfield 

COh"riEOTI CUT T::JCAS 
Brldgoport Ben\Ciont 
llrlotol !!I C!ll GAll OrP~e 
Hartford Detroit Port Arthur 
Uerldon Flint 
lllddleto"" 
lin Brl taln UTAl! 
New Ba• en J!SII I!AIIPSH IRi Ogden 
New Lon4on Clc.remon t SPlt Lel<e Cl t:y 
>onralk Por tomouth 
Stemlord 
Waterbury Vl!RllONT 

llE'II YORK Springfield 
DlsrRI CT 01 COLIJIIB 1A Buft..Uo Windaor 

W•ohlngton Elmlrn 
Lockport 

ILLINOIS Moaaenn VlllGINU 
Joliet Nl ngnra F11llo H""'!'ton F.oado 
Rockford Schenectady 

'IASEING:ro!l 
INDWIA l!OR'r"d CAROL IliA Bre~or ton 

lvannllle Wilmington Senttle 
lodlan.'\j)Olh Spolmn• 
La Porte 'recc::~S 

lll chlcnn Clt7 ano 
Dll)'ton 

l11SCO!ISIN Freemont 
U.>:SAS Blll!lil ton Beloit 

1llchHn Xllljla lllllo CllntonYUle 
lliddlotown Jl\lleovtlle 
lUwen.na Henitowoc 

11Ait"3 Snndueky Stur/leon :Bay 
Both warren 
PortlMd 

NOT&: It l o Intended to Include not onl:y the corporr.t o llmlto of the co~­
mun1tlea tht mael•ea , but alao the IUrroundtnc terri tory •1thin 
r~aolble co~tlng dlatnnce. 

(36633) 

• 
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I 
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ARE.t.S ~Il:NCiliG .iCU'i'Z LAl!Ol! SIIDIITJ.GI:S, SDTEIIBER 28, 1942 

AL;JiAI£#. !LU!YUND oaEOO!i 
11obllo llal ttmor o Portland 

CALIFORNIA UASSACHUSE'l'l'S SOU'l'l! CA.l!OLI!ia. 
San Dl<gO Holyoko Chru'leaton 

Plttatlold 
Spr ingfield 

COS!IEOTICUT TEXAS 
Brldcoport !en\Diont 
1\rlltol I!IC!iiGAN Orp_nge 
Hartford Det roit Port Arthur 
llerldon Flint 
Wlddletoe 
1: .. BrUaln UT.tJi 
N" Ha• en !131 l!.IJIPSll IRJ Ogden 
Now London Clc.re,.,nt S•lt Leke Cl t7 
t;orwallc PortoC>OUth 
St•dord 
Wntor bur)' VZRUOli'I' 

!lEW YOl!K Spr ingfiel d 
DISTRICT OF COWIIBIA Buff Alo 1'1ndeor 

WMhlngton El mlrn 

ILLINOIS 
Lockport 
Mo.aaen.o. VIRGINLI. 

Joliet Niagara 7Alh Hampt on Roads 
Rockford Schenectady 

w;.sHINO'I"Oli 
INDIANa. NOll'l'l! CJ.ROL lll.l BrelriGJ"ton 

:CVannlllo 1Ulmlagton Seottle 
IodlaMpOl!o Spoloene 
La Por te !eeoaa 
lllchiCM Cl ty QUO 

Dqton 
Free.tDOnt 11ISCOI1Sili 

IA.'IS.I.S 1!""1lton Beloit 
~lchltn Klnga lllllo Clintonville 

!IIddie to"" JMetrllle 
R~tve·nna Hanltowoe 

MAUll Sandualcy Sturgeon Bq 
Both Wttrron 
Port111nd 

It lo Intended to Include not only tho corpore t o llzl to of the com­
INDitlea th•moelveo , but nloo the ourroundlng t erritory within 
ftaolblo comoutlag distance. 

(36633) 

• . • 

Regraded Unclassified



OP!'ICE ll!110RANDlJM, 

TREASURY DEPARTMENT 
PRDC:UIIOIIHT DIVIIIOH 

WASHINGTOH 

TO: ALL OROIJP Cl!IE!'S AND ASSISTANT GROUP C!!IP.I'S, 

SWJ!lC'T: Avallab!H ty of Labor and tho PlacM>ont of Controcu. 

The growing number of eommunitlea in which ahortaaee are at 
pres~n~ apparent, abow that labor ia becoming &D tncre;alngly scaree 
reeource. 

Cona!derat!on of labor supply In all declalona offoctlna war 
production baa become eseentisl. Fbr ettective utlllzatloo ot cbe 
national manpower, additional war work should be directed towarde 
areas with adoq~ate labor supply and away from areas wltb acute labor 
ahorusoa. 

FU rther labor demand in the ahortego ~reae would cause excessive 
migration, aggravate housing problema, lncreaae preaeure on overcrowded 
transportation and other community foc!lltlea, nnd perhaps Inabi lity to 
meet delivery datoa. 

Labor scarcity in many communities, doepite continuing unempl oy­
ment in other communttlea, require 8to~a be token to effect bet~er 
distribution ot labor demand such as traaafera of elv lllan production 
~ labor abortage arees and greater attention paid to labor supply in 
awarcU.na contracts. 

Thoro Ia attached a liat of labor marketa, ouppllod by the ~or 
itanpower Coamlaatoo, in wbleb th!Jre exlats a ahortaae ot workers. Tbla 
llat will be kept current es labor market coadittone chang~. 

197 

The PTocurement Division will endea•or to iseue contraote to employers 
located eleawhoro then in these labor marke t arose. It is recogD13ed it 
will be ocoaetooally necessary to locate oontracta in eome one ot the 
tight labor markets due to a lack ot tacllitloe eleewhere than la these 
communitlea where those manufacturers in theae aommunttioe can guarantee 
much greater apood in delivery than ean msnutacturore eleewhere. Ttere 
"'lght be othe•· blndlna r easons that dictate the l ocat!ono of contr acts In 
one or theoe ccmnunltloa . 

li --
(oYOr) 

• • • 
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Office ~~on~o. 9-Zl-42 

1~ Ia understood the availabllltt or labor !a not to be 
considered tho sole determining factor, bu t a v~ry important one 
In pleclns contracts which involve manufacture subsequent to award. 
Whenovor, in th ~ opinion of Commodity Uroup Chiofe or Aes i stsnt 
Group Chiofa1 the plaet~~mont of a contract for manufocture in a 
cong~at~d labor area would have a disturbing effect , the t rans~ction 
should be discussed with either the Chie f of ~h• Purchase Div is ion 
or tho Ch ief or the Contract and Purchase Section , pr ior to recc:mnen­
dot!on ot eward. 

Oep\.lty Director or rr~ur«:ent 

• 
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ARW EXI'!!ITE!ICir«; ACUm LABOR SHO!>TAOFS, SEPTDill!!R 9 , 1942 
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ALAB~ iiASSAC!!IJSE'M'S UTA!-' 
woblle Springfield Ogden 

Salt Lake City 

CA!.IFOr!HlA MIC!llG!.N 
( SAn Dletto Octroi t 'Jl!RI.()NT 

Flin t Springfi e l d 
Windsor 

coNNF.C1'I CU1' 
Bridgeport NEW iW.!PS!!I RF. 
Brletol Cle.rcmont VIW.:IN!A 
L!ertford Portsmouth lbmpton qosds 
.. !.erlden 
lllddletown 
Hew Sri t11in t.'Fil YO!!K WkSI!INGTON • tte-w ~aven Buffalo 8rsert.on • • 
titw London f.' lml ra Seattle 
NOr•ellc Lockport Taecma 
St...,rord Llessena 
Waterbury Nia:;ara Fells 

Schenectody lfiSCO!ISIN 
Beloit 

Dl'3TRICT OF COUM!IA Clintonvi lle 
Washington l«l?.T.i CAROLI!lA Janeaville 

¥/ilmln~ton Mani to'II'Oc 
Stur ge<>n Bay 

ILLINOIS 
Decatur OliiO 
Joliet Dayton 
Rockfo r'd Freemont 
Sprlngflold ?.smilton 

Marlon 
Ravenna 

INDIANA Saruiusky 
EYantYllle warren 
Indianapolis 
lllchlgan Cl ty 

OP!'.OON 
Portland 

'<AN$AS 
WIchita 

SOIYIS CAROLI1'1J. 
Charleston 

MAIN'E 
Bath 
Port lend TE:XAS 

Beaumont 
Or anse 

IIARYLAND Port Arthur 
Bolt !more 

(~) 
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TREASURY DEPARTMENT 
I'AOCUREMENT DIVISION 

WASHINGTON 

Sept ember 28 , 1942 

SUI'I'LEilEilT NO. 1 TO Oz"FICll lf.EI.!~ D~TED SEPT. 21, 1942 

TO: lll Grnup Chiefo and uoitt,.nt Grnup Chic!o. 

SUBJECT: ~vallabilit7 of Labor and the Plactment of Contracto. 

In order to keep current, •• nearly •• poaalble , tbe 
llot of JJmlS EXI'SliiE!iCIUG ACU!E LA!OR SF.Oi!UGES, the !ollo•!~ 
ch~oo oh~ul.d be made: 

110'£!: 

~ to the Hot: 

Holyoke, Uaaeacbuaott e 
Kingo Uillo, · Ohio 
La Porte, Indiana 
Middletown, Ohin 
Pittotleld., l!.auachuoot t o 
Spokane , Waohl~ton 

DZLETE from the liot: 

Deeatur, Ill Jnole 
Springfield, Illlnnlo 
ltarlon, Ohio 

I\ 1a Intended t o lneludo not only tho c->rpnrato lid U 
ot t ho cnnmmitlea thetJooluo, but alon tho aurrnundln;; 
terrlt<'ry within !eaolble co....,tlng dtatanco. 

( t 1¥ne4) ~. J , W~SH 

200 

D~uty Dlrect~r ft f Procurc~o~t 

(35871 ) 
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ZU.lllftA!ml IXAIU'Ia fl I'VICIIUIS IWI& liUUio 
ftl PDIOD .IUUdf lt ~ OCto- 11. lMI 

(Ill P.U. I OJ' COYIIJIO Ll!!ll) 

110!01 ftlllCLD 
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Dwill& tloe ,...SM lntl ..... \a. PrMW ' Dbhl• 11M 
,_ .. .., &U •• -Mtoloo "'"'ret • \a. IIM..U'N O.,.rt '­
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_. tile ""'' ""'• u. Prn • ' otn.a.. 4ee's e _. _,. 
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•-· n. oloob - ,..,._... to oo "no...,- ......, - llt:lUao 
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ot 1100 .,_ -.. at ..,... ,,.,.. ,... t --•ro. 
lAID !OCI.I, ........ OD JaiLLI 
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d.ft, Mlft, ~. Rlft!l, .._ • • a ....... 180.10 

_... - .... ra-tac .... _., .... 17. 

• •.•n.OM.• 
-

~ t lolft.OIO.U 

_... ta-uc 41 I ., tee .......... ......... 
1 ao.ou.oo 

..... ~1 .. ~la ., ..uu.-1 ,....,., •• r.u ... , 

,...u .... ........,. c.. 
... 0.. _ .... c.. 
IMtla -t., c., 
De ... stlel ,. ,. c.. 
O...!llon Dbo •~ 

-"1';111.10 
U,IOO.OO 
~e~.ooo.oo 
11,400,00 

- 11-.l c:.t?· M,m,oo _.... Wt. _. t,no,IO 
ar&e t· ''ac c.. 11.wo.oo ...s.r .,.,, c.. u,.-.oo 
*"'""' ·= -- c.. 111, ... 10 '-.,. c.. ....411.00 
'a·Menr •• 1 : "' DlY, eo.101.00 *• .. ..,. • 114· c.. "·'"·00 
Pl"-h•P wa--- c:.t?oii,MO.OO r..: de•• ntela IM. lii.MI.OO 
.... .,,. c.. .. •• u.oo 
...... o .. a... ••••. oo 
........... 114· c. .. JM. 10,000.00 
..... ""'"' .,. c.. 11,111.01 
~._. na-. ?:•tw -ter 

400.000.00 

t t.•a.m,N 
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.lll4a " .&n c.. 
-. .. ... a.. c.. 
c.IW' a-M1 .,... c.. 
Do L • o, I , hll 
.......... c.. 
..,u.a.. c.. 
n .. n.r AM C., 
........ •• •• ... c.. 
~ .... .,.. 
....u. c. •• !M A. • • 

. ........ -· JM, ............ c.. , IM. 
'-- c.. JM. ···-Ia .... c.. ....,. .... .,... c.r,. 
Mr rehaa..c.. 
rill'-&. ,.., .... c.. 
PriM ... c.,, IM. 
....., ... c...,. 
..,...rea.. c.. 
....,.... .... .,_,, JM, ....., ... .,.. 
lola .... c.. 
hlteUI ... c.. 
• • - ......... a.. 

') ""'- ... c.. 
•• ,, ....... a.. 
t t hr 1 1 Mllla 
Q ·to' as Ore"- llllla 
e.u.u en ... •u• c.. 
c lift 111'1· c.. 
c-. C."- •u. c.. 
Dble~c.. 
n QfiiJa c.. 
.. b llllb JM, 
...,., o~a..•c.. 
lUl lw, a.. •• o.. 
..... 0~ a.. o.. ••"-1 .,. •.. ,. ae. 
llw?!tu•~c.. 
'-- lo1Mf' ...... c.r,. 

1",1110.00 
111,000.00 
10,000.00 
u .... oo , .... .. 
11,11.1.11 
u ...... 
IT,tOO.OO 
11,111.00 . .... ,. 
10,111.00 
1,111,00 
f,IU.IO 

u .... oo 
61,110.00 
• .... oo 

lf,ltfoOO 
ll,lfi,OO 
1,111.00 

lt,uo.oo 
1,110.00 
..uo.oo 

11,m.oo 
..ooo.oo 
ll,lfi.OO 

10l,l11.11 
.. .... oo 
ll,OifoOO 

t,IIO.OO 
IT,IOO,OO 

w.ooo.oo 
IO,Ito.OO 
• .... eo 
lf,teo.oo 
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COPY no. I ] 

Infomution received up to ? A. J.I . , 2nd December, 1942. 

I t.ul1nn blockade runner CORTt:LLAZO , 5, ,00 tons , p1"8vi cusl y aL-
hJ our aircraft was sighted and sunk •reotorday by tho escorts of un out>~nrd 

con1oy 500 mlles west of CAPE FINISTERI\£. Earl y lot, durlng an engagecent 
£- basts off DSVONSHIRE one of H. f.l . trawlers was torpedoed nnd sunk . t:nr!y 
.:.ornln; off CAl'- llON a force of H. ll. Crubers and Deatro7ers ""l>'llge<l an on~ 

•.Nl oMk J ships and 2 escorts . Further 1nfomat1on is a1111ited. One of 
Yll:.U"))t>ra wan torpedoed off ORAN yosterda.y Afternoon e nd is 1n tow. A Greek •• -1o ovorduu M4 pres\t:le<l lost. A •orchsnt ship (10,800 t.ons) """ torpedoed 

l;•:•t..rd.>Y off LOURtliCO U.\R!<UfS, no further report reooived. A trensport (6,800 t<>na' 
~nion Defonco Foree and a nunber of ItcllM refugres, torpedoed off 

ilov...,ber . 18) persons have been plcl<ed up by a Portuguese chip. 

u!BYA. Patrol acti vity along the one~y pooitions by our forrard 
forcts continuos . Our main forces ~ro movlnc south tov.ards the t.L AGH~lLI• 
but. u.re not. yCit. in contact with the enom.y. 

ruNISIA . Rt·itloh p:;ruchuto troopo dro;1pod at I'Ollf DUFiliS on <3th 
l!o••ornloer ure operbtlng of.!'cnslvely t.ogothor trlth ntrong reconn~isnance o>loUients in 

ldc r.re~ oon:e 15 miles sonthwoot or ·l'IJJIIS . On tho northern constr.l rcx!d , our 
been tompo1~rily hold up by the enemy etronc-polnt ccomandinc the road 

JJ.Js.JIA . '['he }iussi..:tns hove t.i(.htcnod the r ing round t,!\e Garnans 
tho ~lhti.IG!ii.D ;;ro:::- In y-.e central aector, o!)Or.:tions contlnue . 

• !It OhAAUC!IS 

libSfUUI FRO!IT. lst. Ficl>ters co.rried out offensive ••••!"' 
••orlhern Fr-..nee. Others attacked barges off the Dutch Coust . Ene:oy eusualt1o• 

one "iosing. 5 Boaufightors uro olosing from pt.tro1s T•est of tho 

t"!jENCH NORTH AFRICA . ?.tlth/:.-Jth. 8 Junkers 88 nttockcd llON_E nlr­
' deotroylnij 5 oircrof t on the groond. 5 or ~hom woro shot rlown . ~9th . 15 

ouccensful!y bombod BI ZERTh airfield 30th/lat. 

14/\LTA. Yiollingtons bo;nbcd BI~el<fA c ocks, hitting rc lln•IS , •·ork­
<nd burr~ eke . 

~ICILY. Airfields on SICILY 1 or• bo10bod by l'ell lngtono .)Oth/lst 
nd ~I ~PILtl res l;;r.--

,lil)!'ft.RIWlr:Ail . 1st. 2 Boauflgbters off tho l'unisiUI Coost 
sou thbow>d ship, ~blch tro.s sot on fire und blew up. 
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RICJrl 

Opera tor : 

HIIJr : 

Marriner 
Eoolt• : 

RICJr: 

E: 

RKJr: 

E: 

JDCJr: 

E: 

IIMJr: 

E: 

RICJr : 

E: 

RICJr : 

E: 

!lli.Jr: 

E: 

!lli.Jr: 

Bello. 

Cba1raan Eoclee. 

Marriner? Marr1nert 

Hello, Be1U7. 

Good aol'lliJ23. 

Deoellber ), 1942 
ll: llo • ••• 

How are 70u th11 aorni123t 

I'a tine. I tb1nk 70u did a tlne Job tor ue 
7teteJ'da7. 

What wae the t1nal reeultt 

Well, aa ot laet night, t 2,073,000,000. 

218 

Yeah, I got laet night , but I Juet wondered 1t 
we bad an7thing later. 

No, no - ah .... 

I tb1nk it 111 - I tb1nk 7ou 111 get around --
! t old Dan I thought two b1ll1on t our to -
troa tWO billion three t o n ... aft7Wa7, Wbiall 11 
reall7 all we want. 

low - tba t 1 5 right. Now, Marriner, I 1 d 11lte to 
baYe a 11 ttle talk w1 th 70u about the next one 
and the quota• and all that aort ot tb1ng. 

You aean on the a1xtetntht 

Yee. 

You aean - 7ou aean the - the certit1catet. 

Yeah, but I wanted - I aean, rea. Would ten­
th1rtr toaorrow be at all oonYenientt 

Yeah, I think eo. 

It that a bad uaet 

~· • 

( 
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£: Well, 1 t'a - we have our resuJ.ar aeet1ng ne17 
rr1dq. 

KMJr: What t1me 4o fOil have 1tt 

E: At ten-th1rtf. 

HMJr: 

E: 

BXJr: 

E: 

IDUr: 

Oh-oh. Well, I've got • ••• 

Board aeeting. Would the afternoon be - be all right 
with f Oil or woU1d that - or tb11 afternoon eoao t1aet 

Well, th1e - th1a - th1e afternoon at throo-th1rt:r 
would be all r1gbt. 

I - well, I have an appolntaent •••• 

Well •••• 

£: •• •• at two-thlrtf. T'bree-th1rt:r would be ell rlgbt. 

HMJr : Want to aake 1t a little latert 

E: Tbree-th1rtf ie oltaf. Tbree-thlrty or t our. 

HMJr: 

1:1 

HMJr: 

£: 

HMJr: 

E: 

BKJr: 

E: 

HICJr: 

E: 

HICJr: 

Tbree-tortf-tive. 

Wel l, let ' • aalte 1t three-thirt:r. 

All rlgbt. 

T'bree-th1rtr th1e afternoon. 

Do f Oil want to bring an:rbodf w1 tb :rout 

Well , not- I don't- not neoeaearll:r booaueo •••• 

Ob • 

•••• it'• a queet1on, ae I underatand 1t - lt •• . • 

Where do we go troa here on the ne~t onet 

Yeah, that'• r1gbt . I'd - 11d • •• • 

I'd like to rea9- a telegraa wh1ob we propose ~~~::!a 
1t f Oil th1nlt 1t a all r1&ht. Tbh 1a to the 
ot the V1otor f Fund Ooaaitteel •we realize that 1n 

( oont.) 

( 
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!DIJr: 

i: 

101Jr1 

E: 

llliJr: 

E1 

HMJr: 

E: 
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order to at1aulate a~ea and u1ntain ~e 
preaent en~uaia .. , 1t ie iaportant to aake 
publio the reeulta ot the Victory J'lln4 Dri'fl 
in eaoh diatriot. In view ot ~· lag in the 
'rreaeUrJ t1guru, we now teel ~at it would be 
better not to releaae reeulte by dietricte 
troa Waehington on December 7 aa previously 
planned. You are, theref ore, authorized to 
ieaue etateaente in your dietrict troa tiae to 
tiae ot reeulta bo~ by d1etr1cta and reg1ona. 
You _, include 1n your publ1oi ty the nuee 
ot individual aubeor1bere where you have the 
authority troa euoh eubeoribera. • 

Yeah. 'l'ba t' 1 to go to the oha1raent 

Oba1raen. 

And you're going t o eign tbatt 

Yee, air. 

Do you a1nd reading it Juat ·onoe aore eo I 
oan ..... 

!lot a - not a bit - not .. - you atop ae 1t you 
want to - and then •we realize 1n drder to 
atiaulate a~ea and aa1ntain the present entbue1-
aea, it ia 1aportant to aake public the reaulta 
ot the Victory J'llnd Drive 1n each d1atr1ct. In 
v1ev ot the lag in Treaeury tigurea, we nov 
teal it would be better not to releaae reeulte 
by d1atr1ote troa Waahington on Deoeaber 7 •• 
prew1oualy planned. You are, therefore, 
au~ori&ed t o 1eeue atateaenta 1n your diatrict 
troa tiae to tiae or reaul ta both by d1etr1cta 
and regions. You u.:t include in your publ1c1 t7 
the naaee ot individua l aubaoribere where you 
have the authority tro• auoh eubacribere.' 

Yeah, I - I think t.ha t' a a good deo111on · 
I think •••• 

All right. 
• .. • that - I think 1t' • beat to - to do 1t in 
the d1etr1cta 1n any oaaa. 

• 
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E: 

i: 

IOIJr: 
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IOIJr: 

11:: 

KMJr: 

E: 

I!II.Jr: 

11:: 

I!II.Jr: 

li:: 

RMJr: 
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lea., Well, J OU aee wbat thtJ'rt do1ng _ 
thaJ re do1ng 1t, and 1t ve gaTe 1t out ve'd 
bt 1n oonetant oonn1ot V1 tb thn. 

Yeah, beoauee J OU get J our t1guree •• •• 

Late. 

• . •• J OU t1guree wouldn't alvtJa J1be. 

But- but d1d • .•• 

221 

Well, I tblnlt that the taot that the7 oan do 
the t gtv .. thea a - &hn thea a - a apr1ngboard 
too. After all, 1t1 a - 1 t 1a a aa tter ot the 
l ocal 1ntereat • ••• 

!bat'. right. 

• ••• and 1t eeeaed to ae that at aoae point, how­
eYer, J OU got to releaee the ooab1nat1on ot 
t1gurea troa here. 

We v111. 

'l'be - but - but not the 1nd1Y1dual regional 
t1gurea but the total t1gurea t or the oountr7. 
!bat- tbat 1 e Jour 1dea, 1en1 t 1t' 

Ob, 7ea. 

ltab. 

But - but 1t - auppoa1ns ve l et out aoaeth1ns 
to~ not - the t1gurea a1gbt TarJ a belt a 
b1111on dollara. 

Ytab, 7eab, aure, beoauee there'• a lag. 

Sura, ••w lork ola1ae two-and-a-halt b1111on. 
Wall , tht7 UJ baTt pledgtl but 1t1 1 not 1n 
tbt t111. 

Ub hub. Wtll, JOU aet now th11 - th11 - I didn't 
worrr about th1• th1ng gett1n& oYer JeaterdaJ, 
but, ot oouree, there waen't anr uet ot tat1ng 
&Jl1 • •• • 

Cbanotl. 

~· .. 
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• • .• oh&noe, and ao wben I got the aarl1ar 
fi&urea 1n, thoaa d1atr1ote that aeeaed to be 
behind other 41etr1ota,· there waa the ot thea •••. 

Yeah. 

222 

£: • • •• I - I oel.led thea up, and .. . . 

E: 

RIIJr: 

E: 

HMJ 

E1 

HMJr: 

i: 

RKJr: 

E: 

RIIJr : 

E: 

RIIJr : 

Yeah • 

• .. • and I don 1 t know whether 1 t halpe4, but I ltnow 
1 t did S&n rrano1aoo. I put a boab under thea. 

Velli that ' a wbet I wanted to taU: to :rou about, 
and think we oll(ht to heYa eoae Und ot a quo te 
t o r the" 41atr1ota. 

Vall, I th1 nlt that we '•• alaoet - I t old Din :reeter­
u:r that I thoQ(ht we had to beoau" theee tellowe 
are worlt1fti 1n the dart • . • • 

Yeah. 

•• •• and the trouble 1a, ther let- the:r'll alt baGt, 
:rou know, and - and let the other fellow do lt .... 

Tba t . . .. 

• • • • unlau :rou put 1 ea on t he apot. 

That ' • r1gbt . 

And I put San Frano1eoo on the epot on the t tb.!ng 
7"tarda:r, and the:r Juat elapl:r go t out and got 
their quote. Of oour .. , the quota I giu thea -
I &1•• - g1Ye thea all a lot ot arbl t rer:r quotee ln 
a wa:r . But the:r 414n 1 t queet1on lt •• •• 

Yeah. 

•.• • and •• •• 

Vall, I'd Ulta to talk to :rou, then alao about the 
A.B.A., JOU aee, what tha7 oan do lt &n7thlfti. 

£: Yeah. Vall, I'll be our at thrn-thirt:r. 
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TAXES 

Preee~: Mr. Paul 
Mr . Sullivan 
Wrs . Kloh 

O.c•ber 3, 1942 
2:25 p.ll. 

(The Secretary held a telephone conver sation 
with ~r. Doughton, as follows:) 

223 

{ 

•• -
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HJUr: 

Robert 
Dough ton: 

KIIJr: 

D! 

RMJr: 

0: 

HMJr: 

01 

KIIJr: 

0: 

HMJr: 

0: 

HMJr: 

0: 

l!IIJr: 

Bello. 

Henrr' 

Yea , Bob. 

Dtoeaber 3, 19~2 
2125 p ••• 

I ba•e Juet dictated a briet atateaent here. 

224 

I'll ba•e a:r atenographer read 1t baolt to r ou •••• 

All rigM. 

• . • • and let vbat r ou th1nlt ot it, and an1 eug­
gea •• - auggeationa r ou ba•e to aaltt or ohangee 
or write the wbole thing oYer. 

Yee. • 
I'll baYe it read to J OU Juet- troa her aotu 
right now. You read)"' 

Juet a aeoond, pleaae. 

Yeah. 

Juat a aecon4. 

{ 'l'allta ae1de: It r ou read elow, theT oan take 
it down 1t tbtJ want to. l 

Oltq. 

AU right. 

Go ahead, Bob. 

Seoretarr 
to Dougbtonl Are r ou going to tr7 to take th1t down, Kr. 

8eoretarr' 

RMJr: 

Seore~rr• 

HMJra 

Well , no , ! ' 11 - I'll li1ten and it I don't 
under1 tan4 it, I'll a11t 70u to repeat it. 

.Ul right, dr. 

Go ahead. 

• 

.. 

• • 
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Seor et.l'71 

HMJr: 

Secretary: 

HMJr: 

Secr e t.ry: 

i:DUr: 

Seoret.J'71 

Hli.Jr: 

Seor e tary 1 

Seoret.ry: 
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'RepreaentaU•e Douchton, Cba1nan ot the 
Coamittee on WaJa and Keane, etated thie 
atternoon that upon the requeet ot 8eoretar,r 
Xorgenthau he had lunch - theJ - the7 had 
lunch together at the Capitol toda7. 
Mr. Doughten turther etated that the ••tter 
ot tuture legielation relatinr to tax matter• 
wae diecueeed in a general wa7. Be aleo etated 
that Secretary Xorgenthau had laid thlt no 
detinite tax plan or program had been worked 
out or agreed upon b7 the !reaeur7, but that 
he waa anxioue to cooperate with the reaponei­
ble oo .. ittee or ooaaitteee ot the Congresl in 
the .oat helptul V&7 pouible i n working out 
a eatietaotory tax progru. 'l'he Seoretar7 .. de 
i t •erJ plain, eo Mr . Douchton add, that be 
vae .oet anxioue to work in hartiODJ with the 
ooamittae in wbate'fer aannar i t VII dee•ld 
would produce the beet reeulte with reepect to 
tax legialation in the new Congreee. • 

Wall, let ae Juat think a minute. 

All right, air. 

Do JOU aind doing it ~noe • oret It 1 I kind or 
hard to get it on the phone. 

Ro, air, I 1l1 be very glad to. Do I read too 
taett 

Well, I'• not taking it down. I Juat- I Juat 
had t o get 1t in rq head. 

Al.l right, eir." I'll begin again. 

Yea. 
•Repreeentati'fe Doughton, Chairman or the Comsittee 
on W&Ja and Keane ata t ad thia attarnoon that 
upon the requeet ~t Se~retary Morganthau theJ 
had lunch together •••• 

Wall , do JOU mind instead ~ r eaJing •request• 

10u 187 •at the euggeeti on t 

lee, eir. Be ••1'7 glad t o ohange that. 

( 
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HMJr: 

Secretary: 
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x ... 

" • .•• at the •usseat1on .• •• • 

Xee. 

•, .• • ot Secretary Morgentllau. tbe7 bad lunch 
together 1n the Cap1 tol toda7. Mr. Dougbtoa 
t~~rther uated that tbe aatter ot tlltve 
legialation relating to tax aattere waa 41a­
ouaeed in a general va7. Be alao atated that 
Secretary Morgen thau had eald tha t no detin1 te 
tax plan or prograa had been worked out or 
agreed upon bJ the freaaur7, b\1 t that be vaa 
anx1oua to cooperate with the reeponaible 
coiiJII1 ttee or oo .. i tteee ot the Congreu ln 
the meet belptul va7 poaeible ln working out 
a ea tletaotor)' tax prograa. tbe Seoretar7 
aade it YtrJ plain, ao Mr. Dougbton eaid, that 
be vaa . aoat anx1oua to work in ba1'110n7 vi th 
the oo-...1 ttee in whateYer aanner it waa deeaed 
would produce the beat realllta with reapeot to 
tax legielation in the new Oongreaa. 1 

lnatead ot e&JiDC - where 7011 ••1 1 vort•in 
haraonJ' I'd auggeat •to continue to work in 
hariiOn)', 1 

To continue to vorlt in hal'80ft1, All right, air, 

J~~et au Mr. Dough ton 1t thoae oouple 11 ttle 
auggeatiooa ot aine - whether the7 aeet v1 th 
b1a approYal. 

All right, air. Be wanu to apeak to 7011 an)'­
va)' in Just a 80aent. V1ll JOU bold oot 
(Tal.lta aeld.e: He auggeata that we aq inatead 
ot that JOU had lunch together •at the requeat 
ot Secretary Xorgentbau0 , aa)' that J OU had 
lunob together •at tbe auggeetl on ot Seoretar)' 
Morgen tbau • tba t • a all rigb t vi th 7out tben 
be 1ugge1 t; inetead ot aa)'1ng that 'the Seoretar7 
aade it YerJ pla in, eo Mr. Dougbtoo eal~, that 
be vaa aoet an:rioua to work ln ha1'8001, I&J 
'be vae moat an:rioue t o continue to work in 
haraoiiJ. 1 ) 
He tb1nka that'• tlne, but be wanta to epeak to 
J OII aiiJVa)', 
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IIMJr: 

D: 

BNJr: 

D: 
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OU)<. 

Ae aaended b7 7our Tery pertinent euggeet1on, 
11 that eatiatactory nowt 

lCeah, I · think tbat 1e tine. 

All right. I'll Juet have oopiee .. de then 
and g1Te to the preee th1e afternoon. 

Thank JOU. 

fbanlt 70U. 

All right. 

Ooodb7e. 

• 
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Iii!. SULLIVAN: 'lha t ia good, 

H.M.JR: I mean, it looks as though I said, "From 
now on, I am going to be a good boy, end continue to 
work in ~armony . • 

MR. SULLIVAN: Gener~ll7, I think it is a good 
statement, aDfW&f• 

H.¥.JR: I didn't know he wae calling when I eent 
for JOU· ~bat I waa calling JOU for was to tell you 
about rq talk with Dough ton. The old bo7 see~~~ed very 
cool to me the last couple of times. 

We had a •ery nice talk and what I said was that 
I wanted to eit down - the Treasury wanted to sit down 
with him thia time and coma to as near an agreement 
beforehand as we could, and that the country knew what 
I wanted - tax exempts, depletion, joint returns, and 
all the rest of that, and if we could not agree on it, 
I was not going to go up and bat my bead against the 
wall again. 

I told him that we bad a political situation to 
deal with, and that '45 was not so far around the corner; 
that I wanted to try to go Just as far as wa could to 
work this thing out, and that I was going to do as much 
as I could to get an agreGent with the p,resent coami ttee 
thie time. 

He aaid, "Now you are talking my language. • He, 
mentioned onlf once, towards the TerT end, the thing 
that I had bean harping on. He said, "If we can't do 
this , Henry, it would be better that you just llJ JOUr 
piece and then withdraw and let the Congreaa go ahead 
and write the bill. " 

He said "But if we approach it in this manner, I 
think it wouid be fine . Of course, I don't want to 
make any 111ggeations, but if I could suggest, I think 
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the Speaker should sit in on this conference and Sena­
tor Barkley should sit in on this conference," 

He said, "Let' s do it first with the Democrats and 
agree amongst ourselves, and then pull in the Republicans 
afterwards." 

"&It, " he said, "we have got to be esref>ll this 
time. The t ide is running agains t us . • 

Then, as I said, he only once, very briefly, said 
the thing be has been saying over and over again publicly, 
thet the Treaeury has been trying to write the tax bill. 
He said, "Of course, you don't want to do it this tUne. " 

• 
He got on to St am, and said tbat Stam is losing 

the people , He says tha t Stam is a great white-hai red 
boy , He said, "He is a very poor executive; he ien' t 
like your people . Paul comee up here wi th a half a 
dozen able assistant& to help him out. Stam does not 
have them. " 

I said, "If we are going to ~et together, maybe we 
can all pool our staffs. You don t heve to worry so 
much about your staff. " He liked that. 

MR. PAUL: Be has been wanting me to come up and 
have a love feast with Stam, but I have stayed away, 
so far . 

H.V..JR: He had been reading "PM" on social secukri ty, 
and he said, "I hope the President isn' t going to ma e 
social security come fir st. If you do, you are not going 
to have a bill until July." 

I said, ''Well, Bob, I don 1 t know." He kept going 
back to that three or f our times because that is always 
his story, 

I said, "I will tell you this, Bob: I can promise 
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you that before the President does a;ything on social 
security, he will talk to you first . " 

Then I had thi s message from the President to 
him, which I gave him the fi r st thing. I said "The 
President told me to t ell you thi s morning, Bob, that 
what you people up here on the Hill are doing is electing 
a Republican Pres1dent ." 

He took t hat. He said, "The Preei dent is right; 
the President is r ight.• 

So he t old us that Dianey is ver1, ver.y bitter, tor 
some reason . He doesn't understand Wb¥ Disney is so 
bitter. 

MR. PAUL: B~tter against the Treasury? 

H.M.JR: The administration . He is very, very bitter . 

Then he went on to say, and this i s the thing - he 
said, "There is something about ecme kind of a thing - a 
ques t ionnaire - the Budget , or something. Stam •as try­
ing to tell me about it this morning and I do not under­
stand it . " 

So I said, "Well, that is something tha t Sullivan ia 
worrying about. You don't want the Bureau of the l!udget 
fi xing i t up and adding a lot of questions on OPA, do you?" 

~~ Gawd, no," he said, "I don 't want that.• 

So I said, "John will come up t o eee you. • 

He said, "Have him come up. I beve been too busy; 
I don't know what it is." 

ijR, SULLIVAN : I postponed seeing him, Mr . Secr~tary, 
because I had sensed t his coolness between you and hlm 
that you just referred to. 

• • • 
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~.M. JR : I t is all over now; we are buddies. 
{Laughter) And see Vandenberg, too, because Vandenberg 
was very frie!)dl y to me day before yesterday. l!e came 
up and said, Nowb Henry, don' t mind what I say; it is 
nothing personal . He has been all right. 

~tay, 1 am moving a little fast because we have 
these films - they are borrowed. 

t:ow the other thing that will interest you, which 
is quite important - and it shows that if the days were 
only long enouitb I could do all of this - is that he 
said, "Henry, I want to talk to you about this fellow 
Ruml. ~alter George had ~e cooe over there the other 
day at two o'clock. Ruml sat around for an hour and a 
half. " He said, "He -is a slick talker. I listened to 
that fellow for about an hour and a half and I never 
said a word. When he got all thr ough do you know what I 
said to myself?" I said, "No. " He said, "That i s 
nothing but another tax avoidanc~ scheme ; I am a~ainst 
it." Then he said, "That is for the fellows that have 
been defeated and are worrying about how they are going 
to pay the taxes on the ten thousand dollars they earned 
in 142. " I said, "We have got a way of taking care of 
eighty-five percent of the people." 

loiR. PAUL: '!here was a letter to the Post on that. 
I would like to send it in. 

H.K. JR: He said, "I jus t sensed that this is another 
tax avoidance. " I said, "If we are gQing to help anybodT 
out, l et's help the boys in the Army." "'!hat is ri,pt; 
this is helping the fellows who need it. the least, h~ 
said, "I am not for it, and I am not go1ng to change. 

MR. SULLIVAtl: I might bring that into the discussion 
when I see him this afternoon. 

MR. PAUL: Emphasize a little bit the ~ther part, 
that we did offer a substitute for oighty-f1ve per cent 
because we have got to take that plan that way. 

,. 
• 
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H.M. JR: I told him the eighty-five - it was one 
of the best meetings I ever had. He did no t resent 
the message from the President, but he does not want 
social securit y. 

IIR. SULLIVAN: None of them do on either side. 

H .~.JR : He doesn't want it brought up. I know 
when I leave Bob Doughton in a good humor and when I 
don't , 

--- -

The other thing he said nas, "You know, I think 
.'falter George is one of the finest men and he is close to 
me, but he gets his name in the papers too much." 
(Laughter) 

liR. SUlliVAN: '!hey keep score . \\hen r.eorge gets 
in the paper s in the morning, Doughton looks for something 
to get his in in the evening. (Laughter) 

H.M.JR : "Y:ou know, a couple of men came to me in 
the committee ," he said, '\nd asked, ' Mr . Chairman, where 
did the tax bill originate aeyv1ayt in the Senate or the 
House?• By t he looks of it I would think it originated 
with Walter George; what do you think?" I said, "In 
llovember or December you shouldn ' t be saying too much 
about it, I aon ' t think. • He sa~s , "Walter George gets 
hh name in the oaners too much . That was marvelous, 
the t wo of th~ going against each other. And last, but 
not least, I said this: "By the way have any of these 
self-appointed ambassadors from the kbite House been 
up here to tel l you what to do?" He said, "No, I have 
had a couple of letters from the President on amendments 
to child welfare or somethin~, but outside of that I 
have nothing, " and he says& I don't want it. I want 
them to keep away from me . 

I n other wor ds I saw the President this morning 
to reaffirm what he' wants us t o do - to reaffirm the 
whole thing. This afternoon I saw Bob Doughton, and he 
has not beard - I didn't mention Jimmy 8,yrnes . 
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YR. SULLIVAN: That is what you mean when you say 
reaffi rm the whole thing? 

H.M.JR: The President said we should go on just 
as we always have. I didn't say, "Has Jlmm,y Byrnes been 
up here?" I said, "Have you heard of any of these 'Nhite 
House ambassadors?" He said, "No, I have had two 
letters from the President." 

I feel we have gained a little ground. 

I.!R. SUU.IVAfl: That sounds very good. 

Yesterday I saw Barkley, George, and Byrd, and 
today Pepper and ~~ray on that , and they are going to 
insist on what we want. 
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laro14 Graue Dtonller ), 1~1 

1'1•••• 1n on \b11 rlp' ,.,.,, an4 let •• know 

~eorrow IIIIa' Jo• oan do ~ help Ul.le e-o='"'" eo 

tba' •• oan lt' tilt Ooacrt~-.a ll:now vl\hou\ taU. 
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IDCJrl 

Cong. 1:. 0. 
O.tl11ng81 

IDCJrl 

01 

BNJr: 

G: 

HMJr: 

01 

I!NJr: 

o: 

HliJr: 

0: 

0: 

Clo ahead. 

Bello. 

Bello. Bello, Kr. 8eoretar7' 

8pealt1ng. 

'lbie 1e 11:. C. Gatb1nge, Repreeentat1Ye, 
F1ret; Dhtr1ot;, Ark&nua. 

Y .. , Kr. Gatb1nse. 

I - I reoeiYed a telephone call a few 
aoaenta ago troa a oit7 i n 87 41etrict, 
J oneabol'O. 

l:ee. 

Now here ia the eituation. 

Pleaee. 

235 

Tbe - the different ooneuaere ot power 1n 
that oi t7 are going to get the aonth ot 
Mo'Jeaber to Deceaber l bill refunded to 
thu 1n War 8tupa and Bonde. 

Yee. 

llow the total .-ount will be t }O,OOO tor 
tb1e place ot 16,000 population. llow the7 
want to h&Ye a celebration there on 
Deoeaber the 15th and went - the7 want to 
get the cooperation of the freaeurr Depart­
aent. 

Tbat ought to be •.•• 

Ot oouree, th1• 11 one ot the tiret - t1ret 
tiaee that a aatter of tble kind hal been 
effectuated, I und • • - ae I underatand 1t •• •• 

Yee. 

• • • 

( 
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• . •• and tbeJ- theJ underatood that Jour de­
partaent had aalted that eoaethinc Ute that 
be vorlted out, and theJ hau alreadJ arranged 
to - to aalte thee• paJaenta to these oonauaere 
in War ltUipe and Bonde and urge thea ' to aalte 
up the ditterenoe - t o purohaae a larger 
denoa1nat1on, 

Well, i t eounde •err intereeting. 

x .. , nov on Deoeaber the 15th these billa v111 
tall due •••• 

leah, 

.... and at that tlae theJ'•e planned, it pou1ble1 
to han a 11 ttle celebra t1on there 1n the o1t7 ot 
Joneeboro , an~ bJ the way , Senator Carave7 coaea 
troa that town, 

Oh, doee ehet 

Xee, e1r. Now theJ are quite anxi oue to have 
eoaeone troa J OUr departaent - a - eome notable 
appear there t o be on the prograa, and. .• • 

Well, I oan •. •• 

.. .. help thea put it oYer. 

.... proa1ee J OU that we'll have eoaebod7 there 
a nd aaaiet and - and &how our appreo1at1on .... 

Well ••• ~ 

. . .. and I'll - I' l l let J OU Jtnow or have aoae­
bo47 let J OU ltnov notla ter than toaorrow Just 
what we'll do. 

lfell, I do appreciate that, Mr. SeoretarJ. I 
aurelJ do, and I appreciate eo auoh the coopera-
tion •••• 

lfell, 1t'e _ it'• a tine thing tbeJ're doing 
and we'd lilte to help, 

Well, that'• tine. 'l'b&nlt J OU eo auoh. 

.. . • 
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G: 

i!MJJ'I 

~odb;re. 

Goodb;re. 
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TREASURY DEPARTMENT 

WASHINGTON 

KIKOR.IliDUIC 011 MEJ:'I'IIIG or 'l'I!J Jom 

OC»Illl!TU 011 JUlDIJOTI011 Ol 1101-IJlilrJ:IISJ: JiXPXIIDI'l'llUS ..... 
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J. aooUng wac called at 10100 J.. M, , 'f'hvodq, :O.Combor 
i D tho Senate J'inanco Colll!lllttoo lloo• in tho Sonato Oftlco llllU••--'' 
!htre vtrt present: ~· 

Seutoraa 
li}Td 
I yo 
Yandonborc 
McJ:ollar 
Georct 

llllroau of tho !U4cot1 
Kr . Lawton. 

Tho Oomaittoo rocordor ao4o a otonographic tranocript 
of tho mooun1, 

Senator B:rrd opono4 t ho mootinc at 10115 and o.Ud tho 
Oc .. i ttoo would hoar tootimoDT in connoctioo with tho pondiDC 
roooluticn authorioiDC tho Joint Ccmmittoo to look into tho 
IUhjtct of quootionnairoo roqutrod bJ Govor ... ont acoocioo, 

Mr • .lrllt J.. Johlloon, Prooidont of t ho 11oHo4 Statoo 
a....'btJ" of co-ere•. the t1rtt vitut t l . aad.t • tbort etat .. ent 1a 
which bt oaid bio orcanisotlon oodoroo4 tho ocUco of tho Joint 
Oc-.ittoo in undortakiDC an invootlcatloD iot o tho IUhJoct of 
Cl'llltiOIUlairtlo DllriDC hio raaarko ho pointed OUt tbat tho liP! 
ooao aontbo oco or,.,i&o4 a lllloinoo• J.dyioorr Beard Ndo 121' of ato 
froa variou.e induotrioo and oo a roouH of t ho Bcard1o actlrltioo 
VPJ oli.Joinatod 70 quootioonairOI ond o1aplitio4 16o othoro uoo4 in 
ito oporationo, Bo &loo otatod tbat a aovo in tho r1cht d1rect1cn 
wao raprtoentod by tho recent diroct1vo bJ tho Prooidoot whorebJ 
all conruontal qoncieo ioeuioc qu .. tlcnoairoo aftor Januarr 1, 
1943 auot oubai t thn to tho llllrllll cf the lllldett for opprcval. 

lon!ltor lye inquired whether any otudJ bad boon t 1Ytn 
t o vb&t io done with quootionnairoo after tboy aro filed, Mr. 
Johnocn laid DO otudy bad boon civon to thil -ttor, but tbat in 
aoot caoto after tho quootionnairoo art f1lo4 oothiDC tvthor h 

hoard !rca tha. 

• • • 
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lD roplr t o .., 1aquir1 br hutor I)T4, Xr. Joboon oa14 
be 414 not la1ov lthat tho coot to 'buoh.ou ,.,.arallJ vao 1n hoA411nc 
Oo•ornatnt quootioAAairoo but bo oot1aato4 1D bio or&&Dioat1oD tbo 
coot r&Dto4 f r oa 2 per cut t o 2-1/2 per c.,.\ of onrb0114 on4 aloo 
roqu1ro4 tho at toDtion Of tho boot poopll in hil OfC&Dioation, 1o 
a44it1on to r oquirin& local o4Y1co 1n •AnT 1Dotoncoo. l onator Byr4 
raorko4 that in tba final onalroto tho onrh0114 coot 11 po14 b7 
tbl 0oYirD.liiiA\o 

S.nator Ira 1nquiro4 vhathor thoro vao aA1 4upl1cat1on 1n 
qutetion.nairt l troa T&r1oue GoTtrDMn\ -ctnci tt. Kr. Jolmaon ea14 
he thoucb.t thoro vao a creal 4oal of 4upl1cat1on OD4 poln\04 out ao 
&D 11luotrat1on tho f a.ct that tho f1a.ODc1al report vb1ch h roqu1ro4 
to bo f1lo4 vl\h tha :Buroon. of Internal l!onnua once oach r aor h 
al oe roqu1ro4 to be t1lo4 aonthlT with tho OP.&. 

Xr. John 11. Roocoa1 r oprooo1ltlnc tbo YaohtnctoD Bronch of 
tho lattonil .Looe>c1at1on of M...utactvoro, toot1fio4 ad oubaitto4 
a Cflat 4aal Of 1nforaat1oa CODCOrlliJlC t ho DUOblf Of quooUoDnairoo 
ad raporh troa nriouo COnr'AJMDtal OCIDCill f1lo4 b7 1n4uotrlal 
orcanhat1on1o !Ia cito4 tho m111bor of aan hovo or vork roqu1ro4 
to prepare tbooa roporh an4 aloe tho cooh 1Dwln4. l!o oo14 
buolntOI f1rao C0AOrall7 thoucht that at l taot 75 ptr cent Of 
tho r oporh which thay are requ1ro4 to ttl• art unnocoooaf1 or 
of 4oubtflll 't'aluo &D4 that ouch f irao ho4 tho follov1J>& roco­
mon4at1oao to aako concorn1ns coYOraaontol roportol 

1, 14ontit7 of oubjoot aattor obo\114 be aor• opoo1!1c 

2o Xoko tho report f ora fit tho facto 

}• l l1111uta ouparfluouo roquu to 

4. .PoU. paoHnc raporto 

!). •4 4uplicat1oa b reporho 

11r. J'ro4 .&. kup••, O.norol Monacor, JtotaU foo4 DM1oro 
.Loooo1at1oa of CaUforata. ao4t a otat•ant on4 1lluotrato4 a 
uuabor of ferae vb1ch retail !oo4 4ooloro 1n Cali fornia ~· 1l1nc 
roqulro4 to oul>a1t b connection vitb tba u toblhbaOut !~i ~~ f 
pr1oao un4or 01.&. !a oo14 1n repl1 t o h11 inqulrr ao 0 0 0 

OPJ. ho4 otat o4 that tba pvpooe of roqu1r1DC rapo~ta /~~· ~~:!~ 
foo4 dooloro 1t to prenat on 111croaoo in the coo 0 

• 1 iro4 
he 414 Dot tbiak thio could bo aocoapl1ob~4 by ~:·~~·~!:.r.::.,.a­
to bo t1lo4 with that orcentratton. ! a 1 10 11 

ti Dine boar4o 1a 
tioa thoro vor o t ono of report• ttlo4 vi~b loool ~·D,:ar uoo4. ICr. 
Oalitoraia vbtch ho4 b .. a otoro4 1a varo 0" 111 &D alar• 1a ll~ ro!orro4 t o tho 41ffiault1ot faotac retail !~~ ~ ...., 
coDROct loa vith ooilla&• oa prtcoo ot foo4otutft, v 

( 

• • • 
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cu u wor o lower tbu the coill.nco ua4or which wholoo&loro operate, 
Bo pobto4 out that t ho illC>Haoo ill labor ocoh u4 tho ia...,. 
perl..,cod pououol that can now 'bo o'btaia..t 1o hnl.nc a dloaotrou.o 
otfoot on tho oull retail 4o&loro. 

Mr, B. J. Ball, Aooiotant Dirootor ot Boooarch. Vaohinctoa 
Ottico1 Aaoricu fora !urean 4ooooiat1on, toot1t1o4 ud vo1co4 
obJootioa t o tbo torao roquir..t 'b7 OD! to 'bo !11114 out 'b7 toraoro 
in order to obtai& a cortitioat o ot war nocoooitr u.ndor Wbioh thor 
would bo authorio..t to obt ain a cuolino rotioainc tor thoir tara 
truck• ond othor oqui~nt, 

Mr. l'r..t lire-. VoohlJictoa roprooontatho ot 
l ot ion&l Granco, &loo teot1tio4 at ooao loncth, with particular 
rot oronoo to tho torao roqnirod to 'bo t i ll..t out 'by taraoro to 
obtaill cooolill• ratioaa tor their trooto. 

ln addi U on to 'OOiol.nc o'bJooUono to tbo aatnro ot tho 
fora roqu.irod to 'bo t U l..t out by taraoro , Mr. BroaclcaaaD &lao 
po in teo\ out that tho taraoro wro 'bolas &llovo4 inautticioat 
CU OliDo to onablO t h .. to raioo Ud truaport tho troaoa4ouo 
oropo Which tho7 aro roquir..t to budlo uabr tho now war 
prouaa. 

( 

• • • 
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...tC*rn' CCMoiWn"TU GN ..... CT .... 0. 
c , ........ ~~ 

There will bo a meeting of the Joint Committee in 

Room ~u:.~llli~LQ1Us;t .. lll.d&~ ........ on 'l'hii.!:JI~ • .. D•~ • .. J. 

at .} .. ~ .. !'.:~: ....... . 

To .~.!~ ... ~~.!.~~ .. !?~ .. §!?.Y.!:~~~ . .S!\!!.~~~!!!!!'4r~~ .. 

·--···· .... ·-·····-·······-··-·-····-·· ·········-·······--·-·-···----·· 

--
HARRY PLOOD BYRD, .• • 

Cia '"-aft.. 

' 
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~OGOJ'~'a ..... 1.. Cle.ftoro 
1J• 4lde, f ex:aa. 

(;). , ... r -
242 

TREASURY D£1'ARTMEJIT 

, ., ...... , _1 - ............................... -. .... ··- - -
........ x . 1942 

IT lli)OLO lllt A GU.i! IIlLI' lP 1IIU IOUUI lSIUI 11!111& ftiOUill till tu&SIIIt Oil 
~At.!J S YlC'fOII! t'IIID CIOIIIa!TII A I'O&lC I!&T!lllft IUI'i'OITDIO 111M YIC!OU 
WA~ DflYJ 10R IJU ml rcw IICIU..\U Gr ICUOIIID J'IIIDII. WI &Ill fU1IIG TO 
RJISK 1!1fl GUI.T>:T POSSI• 1 PlllfOaJtjl f1l TIU au PILll 11YL'1111S O!llllt 
I KIJI COIIlWIClAL IWil3 D OIU;II 10 IDJIIIU 1111 llrLAtlOII&lt ASPICTS f1l 
801-.llOILIIC nat l&lla. IIIA!aa CL&~ .IIIII OOOW IUCUI l&fl USUIII sa 
STlT-.!IITI, !Ill cmlllll All IIP&Tm. 1 aK.ll APPIItUft DIIPLJ 111U1 
CXXIPJ!.I.TlOI 11 tillS ISSIITUL 40L II:S! ..,,,. 

' 
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TELEGRAM 

~ 
Ch&irmon, Victory Fund Committees, 

'l'o IIi ' ' ' , hdorel IINorn luh1 

...._, ..... , 

... Tort, I , T, 

P!Ula4el pbla, "'' 
Ol .... lud, 01110 
111.-oDil, ,.,, 
.Ul&a\a, aa. 

~--------~24~4~---

~-----------------
0.. ............. .,.. !xpenee e a t l twne AM 

··---
Docoaber 3, 19~. 

Copioa to Exooutivo l.ru>agera, 
Victory FUnd eo.J.ttooa, 
Fodoral Roservo Banko, 

alit-eo, IU, 
·~$ r-18. llo . 
M1•••pol18 t Mba. 
'-- 01~1 . llo, 
Dallu, .,. ... 
.... tru.i&oo, CI&Ut. 

lll&intain tho present 
llo roalhe in order ~o atimulate selea and aat./enthuaioam it i a 

icportant to make public the r esults of the Victory FUnd drive in eocb 

diatrict, I n view of tbe l ag in TreDaur.y figuroo, we now fool it would 

be better not to release r esul t a by diatriota from l'laohington on Decem­

ber 7, &a pr.vioualy planned , You aro therefore autborizod to issue 

atatoeenta in your district from tilDe to time of results both by diatricta 

Md regions, You mq include in your publicit:r the naaoa of individual 

aubocribara 'lllere you havo authority froa ouch aubecribera , 

(Initialed b:r • o, a,, D, w, a,, G, w,) 
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• , a 3, lta. 

1 .,., Ill., .. - - 1 .. _ Ill Dn ' a 1. 
OlolHllil _,au ef ... UWtieJac --al ,..... 
.,., unn-.& .. .._ ..... .,... r1 .. ·-~ 
l ... e~ .. ....,.. .. - ...... -...... .. rl ... 
S&• t• lotC ._ ... -..J.I l.a ..... a ~ .... 

~e .............. -1~ ......... , ·-
-neSt ........ - 1 ,..........., ._,..... , . .,. ..... "' .. --- .............. ,... 
,. ... ;root ._. , ........ - 1 .... . 

WStl-"lal ....... 

(llp.l) B. lrOI'@'MithA, Jr. 

~ ....... sm.._ .................... ....,.... s..,. 
,.,.... J a 

GU/4bo 
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TREASURY bEPARTMENT 
WAR 

IIDIIIIII SAVINGS STAFF 

Topeka, XOMU 
December 1, 1942 

246 

Tho Honorable Henry Uor&outhau 
Sooretary ot the 'i'reaau:ry 
WuhiD~on, D. c. 

Doar cr. Socrotar;: 

?he iDoloaod "Victory nmd" advorthin& oatter Will roct.l l 
our • hit durinr; tho Kanau City plmo trip. r..1o publ1c!t:• 
mt.ter1al reached the Ste.to Benke ot Kansa• on l!or.d~ nornin&, 
l!oTenbor 30, 1942. 

I am r;lad to report that a very o~ondablo s pirit i s oxioting 
among tho Bankera or Kansas upon tho on of tho lliDe Billion 
Dollar Drive . Tho Kanoas Bankor• r oalho full well tho t rue 
importance of tho suooo .. or thh undorto.kinc . They spook 
vory hi&hly or tho he lp and oooporation they are roco!vinc 
from tho Treasury Dopart."'ent in Washincton ond t ron tho 
Fodoral Reserve Bank. Your Kanoao City mooting• wore or 
iDoat!mable Yaluo. 

~Ali CRIFI'lTB 
state Admin!at r ator 

P. S. ltay I ••Y, Cr. Secretary, h(llllf muoh everyone in Kanaa.a 
enjoyed tho v1a1t or l!re. Jlor gonthau and yourself • SiDce 
your v1a1t you would bo aurpriaod in haw ~~ plaoos wo 
hoar o...,e~t about your eon o<>'iDG up 1n tho Army tho "hard 
way••. 

I don't nood to toll you that Harry Woroho.., •s ohoot haa boon 
otiolc!nr; out an additional tweln i nohoo ainoe your visit . 

?! . o. 

-

• • • 
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THC SC.Cflli.TA"tV Or TH C TlltllAaU JtY 

WA8 ... 1NOTO N 

NoTember 24, 1942 

To The Salealllen ot the Victory Fund Comitteea: 

247 

I should like to aend you a llleeaage of cheer and 
encourage!llent as you move into the Deoelllber Victory Fund 
drivft. As you all know by now, we are going to ask the 
American public to invest $9,000, 000,900 in victory a.nd 
in treedo!ll. This money will be the medium through which 
the men on the battlefields receive the ir supplies. I !eel 
that you will be sustained in your oa!llpa i~ning by the 
knowledge that you are contributing a hig~ service to the 
war effort . 

Beginning November 30, we shall otter three new isauea 
for sale wi th the pr incipal aim o! enlisting accumulated 
aavinga end idle funds . The Victory 2 l/2' a must be pushed 
with the utmost diligence outside the commercial banks, and 
the 1 3/4 percent five and one-hal! year honda and 7/8 percent 
one year certificates muat be aold wherever they are suitable. 
The Victory Loan is a full basket of iaauea tor all purposes, 
including the i and C tax aavinga notes, and F & G United 
States savings honda. 

Your proapeote will include all priTate inTeatora, 
corporations, aaaociationa, aooiat iea, institutions, trusts, 
aahtea anc: others who han !unda available tor innat11ent 
in the beat securities t he world affords -- United States 
GoYer~nt obli gations. Your first assignment will be to 
familiarize yourself t horoughly wi th the eaaential details 
ot each type of obli~tion. EffectiTe work requires not onlJ 
that we aell the eec~ritiea, but alao that we pl ace thea 
properly ao that the real needa of t he inTeatora are aatiatied. 

Thie taak well done, will br ing aatiafaotion to ua all 
and aaauranoa to thoae in battle. 

( 

.. -
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Cl 1 ...... ,,,u,., 

lh w-ov l a11ll • f IClftlat atr "·- c.-,,, ......... ,. 
t;.f'(M W 1/a .. ,.. 

$Kolllll,.. An:u 

UNITED ST ATES TREASURY 
VICTORY FUND COMMITTEE 

TIH'T'N F~~DU~A_-. lltuawc o ...... M:T 

F'CDotAL Rnuwc a."" ~U . .OtHCII 

I<AN••• Cnv, M IIIO..Iftl 

TO ALL VICTORY FUND COt!Hl TT&EtiQI 
T.EII'I'H FBDERAL RESERVE DISTRICT 1 

248 

The encloaed letter t~om the Secretary of the treaaury 
Bcry Korgonthau, Jr., apeaka tor itaelt. ' , .. 

We also quote trca a tele£f'&ZI juat reeel .-ed t ·roa Geor'• 
8ut'fington, A01hto.nt Secretory of tho f'reuury: 

"In connection with oubocriptions for tho new 7/!lfo 
certiFicates and l S/4'/t bondo ploue cdl to tho 
attention or your or&aniaatlon that ottioial oir­
cularo state 1Subeor1bera m.uat agree not to sell 
or othorwiae d1epoae of their aubecriptions, or 
or the seourltiea Whl oh may be allotted thereon' 
prior to Deoombor S for l S/4~ Troaaury Bonds , 
and prior to December 19 for Certificates of In­
debtedneee, and any eubaorlption blanks you uee 
ohould contain that stipulAtion. It is important 
that all oubsoribera undoratAnd that they a&ree to 
be bound by this proYiaion in ontorins subscrip­
tions." 

~e feel quite oure that t he o•orwhebains majority of pur­
chaaora ..,.., actuated ool ely by the doaire to malta tho beat in­
natz.mt in tho world, pluo t ho fact that they are holplns in 
the financing of the war and are not buyins bonds for ~.Uate 
reade, and that the instruction• ot tho Trouury Deportaent in 
regard thereto will be carried out. 

You are requeated to uae the regula.r triplicat.e purchaae 
agreement bl&nke tor all 1aauee. 

Tho F and G Bonds a~o now called UDitod Statea SaTin&• 
Bonds inatoad of' united Statu War Savinss Benda, and tho 
Victory Fund Committee h the oolo dhtributin& agency for 
They ahould ~· aold only whore tho Unitad States Treasury 2 
1963-68'• do not tit into the purohaeera' investment require-
monte. 

;

ouro very truly, 

__ ,/ .. 4 --
Blllleutin llonag.r 
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UMITBD STATBS TRBASURT 249 
VIC!ORT f'UII1) comimB 

TBR!H FBDBRAL RBSI!RVB DISTRICT 
FBDBRAL RESERVE BAlli BUILDlKO 

KAJISAS CITY, HISSOURI 

11 . G. LI!ED¥, Chairman SI0!1UND STERK, l!xeoutive 11onager 

•••••• 
UNITED STATES SAVINGS BONDS - SERIES F end G 

{for larger inveatora) 

MOST of ua can 't join our sons, brothers, or trienda in actual battle, but 
every on• of ua CL~ fight with dollars! Every dollar you do not urg•ntly need 
tor food, olothin.s. ahelt·er. and other abtolute noceaeit1et ah.ould be invested 
In United States Saving• Bonds. 

Ther.e are two f'orms ot Unit·ed Statee Sarlnce 80Dd1 - S.ries F. haued at a 
dlaco\l.Dt , ll ooawonly known as an "appreo1at1on• bond; Seriee G. h8'.Jed at par 
h tnown •• a "current incooe"' bond . Yota cay now own up to $100,000 (coat 
price) of Ser1ee F or Series G, or F and G oom'b1ned. h1ued in your niJ:Ie in each 
calendar year, 1ncl ud1ng both those 1n yo~r name alone and those in yo~r n~o aa 
co·owner. The pr1no1pal features of theae Bonde are outlined below: 

llA TE AND 1!11 TURIT¥: 

SERIES F 

Dated the first d.ay or tho 
month in wh\oh payment ie 
rGoelved by issuing agftnt; 
due 12 years from issua date. 

SKRIES Cl 

Dated the f i rst day or the 
month in whioh paycent 1s 
re~eived by issuing agent; 
due 12 year a froo issue date. 

• • • 

INTEREST RATE: Interest return ta equiv­
alent to approxt.Ately 2 .53~ 
eoopoWlded sect -annually 1f 
held to ~turity: l~aaer 
yield if redeeced at earlier 
dates . 

Interest return 2.5Q% if held 
to maturtty. If redeemed prior 
to maturity interest return i1 
amaller. 

ISSUZ PRICB: 

DBIIO:-I!IIATIONS: 

RBDOOTIO!I z 

OOWTi!RAL: 

Issue or cost pri~e, 74% or 
c.turity value . Exaaple. a 
$1,000 bond costa $740o a 
$100 bond $74 . 

Denominations (maturity 
value) $25, $100. $600 , 
$1,000, $5,000 and $10.000. 

Registered only. 

On first of any month, ai x 
months after issue date, 
upon one month's written 
notice, at redemption 
values stated on each bond . 

Not e ligible aa c,llateral 
tor loans . 

loo,( 

l)enom1natious (rr.aturi ty value) 
$100, $500, $1.000. $5.000 and 
.10,000. 

Registered only. 

On first of any month, aix 
month• after issue dt.t·e . upon 
one month's written notico, at 
redecption vt.lues J:t.ated on 
each bond. 

Not el1&1blo as collateral 
tor loans · 
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TAX STATUS: 

SPECIAL FEATURES: 

l'iHO MAY BUY: 

SERIES F SERIIS G 

Income 1a taxable under Federe.l tax l awa t he aame aa that 
on any other United States Go•ernment bond iaaued on or 
after Y~roh 1, 1941 . 

Taxpayer has election of 
payinr; hie tax on the 
annual increase in Seriea 
p bonda i.n the year it 
oooura, or of haYinr; the 
full appreciation t axable 
to him in the year the 
bond aturea. 

You may now own up to $100, 000 (coat price} of Series F 
or Series G, or F and G combined, issued in your name in 
aiLOh co.lendar year, including both those in your name 
alone and those in your name aa co-owner. 

llo interest . as such, ia 
payable on Series P bonda. 
Interest accrues by Yirtue 
of increases in redemption 
value after the first year 
and at the end of each 
half-year period thereafter 
until redemption or maturity. 

Cash or redemption value 
pr ior to maturity i a acme­
what leaa than par, but 
the cash value at any tine, 
pl us interest paynents 
rece1Yed, a lways totals 
mors than purohaae price. 

Bonds may be bought in the n~e of one person; in the 
name a of two per sona (but not m re than two) aa oo-01111ers1 
in the ~e of one person with one other per son designated 
aa beneficia.ry; in the nane of a fiduoiary1 in the nane 
of a custodian of public funds, or in the name of an un­
incorporated or incorporated body, other than oo~~rwroial 
banks. 

Order through your Vict ory Fund Col:llldtteemen, bank. 
securities dealer, broker or aaYinga and loan associa­
tion. Or buy direct f rom any Federe.l ReseTYe Bank or 
branch, or by =H from the Treasurer of the United 
states, l';a ahington , D. c. 

• • • • • • • • • • 
Additional copies may be had from: VICTORY FtlliD COtlHITTBB 

TEI!TH FEDERAL RESERVE DISTRICT 
1614 .FEDERAL RESERVB BAliK BUIU>lNG 
KAIISJ.S CITY, KISSOURI 

Regraded Unclassified
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VICTORY FUID 0011KITTU 

TDTB PBDIRlL 1IBSERVB DISftiCT 
FBDIIIW. RBSDVB BAlli BUILDI•o 

IWISAS CITY, KISSOURI 

H. 0 . LEEDY, Chairman SIOMUWD STERN, Bxeouti•e Manager 

••• • •• 
UliiTBD S'UT!S SAVINGS SOliDS - SBRIBS F and 0 

(for larger inveatora ) 

HOST of us can't join our son8, brothers, or frienda in actual battle, but 
every one of us can fight with dollars! Every dollar you do not urgently need 
for food, clothing, shelter, and other absolute necessities should be 1n•eated 
in United states Savings Bonds . 

There are two forma of United States Savings Bonds - Series F, issued at a 
discount, i8 commonly known aa an "appreo1at1on" bond; Series G, iaaued at par 
Is known a8 a "current income" bond. You may now own up to $100,000 (ooat 
pri ce ) of Series F or Series G, or F and G combined, \asued in your name in eaoh 
calendar year, inQluding both those in your name alone and those in your name aa 
co-owner. The principal features of these Bonds are outlined below: 

DATE AND MATURITY: 

INTEREST RATE: 

ISSUE PRICE: 

DENOMINATIONS: 

FORH: 

RBDEMPTIO!f : 

COLLATERAL: 

SERIES F 

Dated the first day of the 
month in which payment is 
reoelved by issuing agent; 
due 12 years from issue data. 

Interest return is equi v­
al ent to approxtcately 2 .53~ 
compounded sect -annually i f 
held to maturity; lesser 
yie ld if redeemed at earl i er 
dates . 

Iaaue or cost price, 74% of 
maturity vo.lue. Example, a 
$1,000 bond costs $740; a 
$100 bond $74. 

Denominations (I:I&turity 
value) $25, $100, $SOO. 
$1,000, $5,000 and $10,000. 

Reghtered only. 

On firet of ony month, six 
months after issue date , 
upon one month • s written 
notice, at redemption 
values stated on each bond. 

Not eligible as c~llateral 
for loans. 

SERIES 0 

Dated the first day of the 
month in which payment ia 
received by issuing agent 1 
due 12 years from iaaue date. 

Intereat return 2.~ if held 
to maturity. If redeemed prior 
to maturity intereat return 1a 
Sl!l&ller. 

100% 

Denominations (maturity value) 
$100, $500, $1,000 , $5,000 and 
$10,000. 

Registered only. 

On first of any month, aix 
months after iaaue date, upon 
one month's written notice , at 
redeaption values atated on 
each bond. 

~ot eligible aa collateral 
for loans. 

Regraded Unclassified



TAX STATUS: 

SPnCIAL FEATURES: 

lffiO MAY BOY: 

\iHERE TO BOY I 

SBRIBS F SERIES () 

Income 1a tuable under Federal tax la.. the aame a 1 that 
on any other United States Gonrm.nt bond iuued on or 
after Mt.roh l, 1941 . 

Taxpayer ht.a election of 
payin' hio tax on the 
annual increase in Seriea 
F bonda in the year it 
ocoura, or of ht.vin' the 
full appreciation taxt.ble 
to him in the year the 
bond ... turea. 

You oay now own up to $100,000 (coat price) or Series F 
or Series G, or F and G combined, iaaued i~ your name in 
eaoh calendar year, including both thoae in your name 
alone and thoae in your name ae oo-owner. 

No intereet, as such, ie 
payable on Series F bonda. 
Interest accrues by -virtue 
of increases in redemption 
value after the first year 
and at the end of each 
half-year period thereafter 
unti l redemption or maturity. 

C&ah or redemption value 
prior to caturi ty ia aoce­
what leu than par, but 
the ca.a,h value at any tine, 
plus interest payments 
received, alwaye totals 
more than puroht.ae prioa. 

Bonds may be bought in the name of one person; in the 
n....,s of two persona (but not 1:10re than two) aa oo-ownars; 
in the name of one person with one other person designated 
aa beneficiary; in the n&me of a fiduciary: in the naeo 
ot a custodian of public funds, or in the nace of an un­
incorporated or incorporated body, other than ooor:!eroial 
bt.nlca. 

Order throu&h your Viotory Fund Committeemen, bank, 
aeouritiea dealer, broker or aavinga

1
and loan aesooia­

tion, Or buy direct from any Federal Reserve Bank or 
branch, or by cail from the Treasurer of the United 
Stat ea, tiaahington, D. c. 

• • • • • • • • • • 
Addi tiont.l oopiea mliY be ht.d from: VICTORY FtJll1) COMYilTTEE 

TEifTH FEDERAL RESERVE DISTRICT 
1614 FEDERAL RESERVE BANK BUILDING 
KANSAS CITY, MISSOURI ) 

Regraded Unclassified



Ull!ID I!ATIS !RIAI URY 

VICTORY PV1D 0011HI!ftl 

TD!B PIIPU. IIISERVB DISftiC! 
PBDIIW. RBSIRVB lWR BUIUliiO 

IWIIAS CITY, MISSOURI 

H. 0. LEEDY, Chairman 

• • • • • • 
UNITED STATES SAVIKGS BOKDS - SBRIB8 F and G 

(tor larger investors ) 

MOST ot us can't join our eons , brothers, or f r iends in actual battle, but 
every one of us can fight with dollars: Every dollar you do net urEently need 
fer food, clothing, shelter, and other absolut& neoeaaities should be inveated 
in United States Savi ngs Bonde. 

There are two forma of United States Savings Bonds - Series F, i s sued at a 
diaoount, is commonly known as an "apprec1ation" bond; Series G, issued at par 
1s known as a •current income" bond. You may now own up to $100,000 (ooat 
price) of Series F or Series G, or F and G combined, issued in your name in each 
calendar year, inQluding both those in your name a lone and those in your name aa 
oo-owner. The principal features of these Bonds are outlined belowt 

DATI:: AND 11ATURITY: 

INTEREST RA TB: 

ISSI1E PRICEt 

DBIIOIUNATIONS: 

FORM: 

RBDEMPTION: 

OOLLA TBRAL: 

SERIES F 

Dated the first day of the 
month in which payment is 
reoetved by issuing agent; 
due 12 years f rom issue data. 

Interest return is equiv­
alent to approxill:atel y 2. 63" 
COmpounded Set>i-annually 1 f 
held to maturity; lesser 
yie ld i f redeemed at earlier 
dates. 

Issue or coat price, 74% of 
maturity value . Example, a 
$1,000 bond costa $740; a 
$100 bond $74. 

Denominations (maturity 
value) $26, $100, $600, 
$1, 000, $6,000 and $10,000. 

Registered only. 

On first of any month, six 
months after issue date, 
upon one month • s written 
notioe, at redemption 
values at,ated on each bond. 

Kot e ligible as collateral 
for loans. 

SERIES 0 

Dated the first day or the 
month in whioh payment 1a 
received by issuing agent; 
due 12 yeare from iaaue date. 

lnterest return 2. SOl' 1t held 
to caturity. If redeemed prior 
to caturity interest return ie 
smaller. 

lao,! 

Denominations (maturity value) 
$100, $600. $1, 000, $6,000 and 
$10,000. 

Registered onlJ ·. 

On first of any month, aix 
months after isaue date, upon 
one month'• written notice , at 
redeaption values stated on 
eaoh bond. 

Kot eligible aa collateral 
for Joana. 

Regraded Unclassified



T/J. STATUS: 

SPBCIAL FEATURES: 

WHO t!AY BUY: . 

WHERE TO BUY: 

0 

SEJUBS 0 

Income 11 tpable under Federal te.x le.wa the aame e.1 that 
on any other United Sta.tes Oon~t bond iuued on or 
e.fter Maroh 1, 1941. 

Te.xpayer has election of 
pe.yin.g hla ta.x on the 
e.nnual inore&se 1n Seriea 
F bond• in the yee.r it 
oooura, or of having the 
full e.ppreoiation t e.xable 
to him in the year the 
bond matures. 

You may now own up to $100,000 (oost ~rioe) of Series F 
or Series G, or F and G oornbined, issued i n your name in 
ew.oh cal endar year, including both those in y~ur name 
&lone e.nd those in your ne.me as oo-owner. 

llo interest, as such, 1a 
pe.yable on Series F bonda. 
Interest accrues by virtue 
of inoreaaea in redemption 
value &fter the first yea r 
and at the end of eaoh 
h&lf-year period thereafter 
until reder.tption or maturi~ . 

Caah or redemption valuo 
prior to naturity ia aone­
what l ess than pe.r, but 
the cash value at any tine, 
plus interest payments 
received, always totals 
mor~ than purohaae p•·ioe. 

Bonda may be bought in the name of one person; in the 
n..,.a of two persona (but not r.ore than two) &a oo-owneru 
in the name of one peraon w1 th one other peraon designated 
aa beneficiary; in the ne.me of a fiduciary; in the naco 
of a ouatodian of public fund a, or in the ne.me of an un­
incorporated or incorpore.ted body, other than oourteroial 
ba.nka. 

Order through your Victory Fund Cocmitteemen, b&nk, 
aeouritiea dealer, broker or savings e.nd loan asaooia­
tion, Or buy direct from e.ny Federal Reserve Bonk or 
branch, or by mail trom the Treasurer of the United 
Ste.tea, liu hington, D. c. 

• • • • • • • • • • 
Additional oopiea r:u>.Y be had from: VICTORY FVIID COI'1MITTEE 

TENTH FEDERAL RESERVE DISTRICT 
1614 FEDERAL RESERVE BANK BUILDING 
KAIISAS CITY, MISSOIIRI ) 

Regraded Unclassified
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TIIITB FllaAL IIBSBRn DISftiCT 
FBDBRAL BBSIRVB BAlli BUIUli J O 

IWISAS CITY, MISSOURI 

H. 0. LEEDY, Chai rman SIGMUND STERR , Bxeoutive Kanaser 

• • • • • • 
UliiTBD STATES SAVINGS BOHDS - SBRIBS P' and G 

(for larger inveetora) -HOST of us can 't join our sons, brothers, or friends in actual battle, but 
every one of us oan fisht with dollars: Every dollar you do not ursently need 
for food, clothing, shelter, and other absolute neoeaaitiea shoul d be invested 
in United Stabs Savings Bonde . 

There are two forma of United States Savinga Bonds - Series F, issued at a 
discount, ia commonly known as an "appreo1at1on" bond; Series G, issued at par 
is known as a "current income" bond. You may now own up to $100,000 (ooat 
price) of Series For Series G, or F and G combined, iaaued ln your name in each 
ca lendar year, including both those in your name alone and those ln your name aa 
co-owner. The prinoipal features of these Bonde are outlined below: 

DATE AND MATURITY: 

INTEREST RATE: 

ISSUE PRICE: 

DEI!0.''1IIIATIONS: 

FORM: 

SERIES F 

Dated the first day of the 
month in which payment is 
roce\ved by issuing agent; 
due 12 years from issue date. 

Interest return is equiv­
alent to approximately 2.6S~ 
compounded semi-annually it' 
held to maturity; lesser 
yield if redeemed at earlier 
dates. 

Issue or cost pri ce , 74% of 
maturity value. E=ple, a 
$1,000 bond costa $7401 a 
$100 bond $74 . 

Denominations (maturity 
value) $25, $100, $500, 
$1, 000, $6, 000 and $10, 000. 

Registered only . 

REDEMPTION: On first of any month, six 
months after issue date, 
upon one month's written 
notice, at redemption 
values stated on each bond. 

COLLATERAL: Not e ligible as c~llateral 
for loena . 

SERIES G 

Dated the first day of the 
month in which payment ie 
received by issuing agent ; 
due 12 years from 1aaue date. 

Interest return 2.~ 1f held 
to maturity. If redeemed prior 
to maturity intereot return ia 
amaller. 

100% 

Denominat\oua (maturity value) 
$100, $600, $1, 000, $6,000 and 
$10, 000. 

Registered only. 

On first of any month, aix 
months af ter iaeue date, upon 
one mont h's written notice , at 
redemption values stated on 
each bond. 

Not eligible aa collateral 
tor loans. 

Regraded Unclassified



TU STATUS: 

'3 

SPECIAL FEATURES: 

Vil!O M.\Y BliT: 

\\'HER! TO BliTs 

'f 

" IDTJS ~ SIRIBS 0 

IDe- 1a t&D.ble under Federal tax 1... the aame u that 
on .ny other United States Oo~en1111111t bond 1uued on or 
after ~roh l, 1941. 

Taxpayer has election of 
paJinc hie tax on the 
umual inOTttue in Seriea 
P bond a in the year it 
oooura, or of ha~c the 
full appreciation taxable 
to hia in the ;year the 
bond mature a. 

. -
You may now own up to $100,000 (coat price) of Series F 
or Series G, or F and G combined, ilsued in your IW!le ·in 
each calendar year, inolud.ing both thoae in your name 
alone and those in your name aa oo-owner. 

llo intereat, ae auc)\ 1a 
payabl e on Series P bonda. 
IDtereat accrues by nrtue 
of increases in redemption 
~lue atter the first year 
and at the end of each 
half-year period thereafter 
until redemption or maturity. 

Caah or redemption ~luo 
prior to t>aturity ia tollS· 
what l eu than par, but 
the cash value at any til:lo, 
plus interest payments 
received, a lway• totals 
more than purohase price. 

Bonde may be bouY,t in the name of one person; in the 
,.... of two peraona {but not more than two) aa oo·01m•ru 
11\ the name of one peraon with one other person deeipted 
aa kefioiary; in the name of a fiduciary; in the naJOe 
of a ouatodian of publio tuodo, or in the name of an un• 
incorporated or incorporated body, other than oou,.roial 
banka . 

Order through your Victory Fund Comm1 tteemen, banlc, 
aeouritieo dealer, broker or aannt;e and loan aaeooia· 
tion. Or buy direct froa any Federal Reee"e Banlc or 
branch, or by mail from the Treaaurer of the United 
states, Washington, D. C. 

• • • • • • • • • • 
Additional oopiea may be had trams VICTORY FtlllD COJ1MITTBB 

TI!NTH PBDERAL RESIRVB DISTRICT 
16U FEDERAL RESBI!VB BAlfiC BUILDING 
KAIISAS CITY, MISSOURI 

Regraded Unclassified
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nns ,..." llll:llVI marucr ,.._u llla'll IIAil IVILDDO 

IAIIAI CI!Y, tiiiiiiOUII 

B. o. LIB!Tf, OhaiiMD IIOIIIIID lftD, ~Boutin lluapr 

•••••• 
111IRD suns &t.vuos aons - 'saua r and o 

(tor larger innator1 ) 

HOST ot 111 oan•t join our aona, brother1, or friend1 1n actual battle, but 

every one or 111 oan tight w1 th dollaro: IYery dolla_r you do not urcetly nM4 

for food, clothing, ebelter, and other ab1olute neoe11itie~ 1hould be inve1ted 

in United Statu Savin&a Bonde. 

There are two tol"llle ot United Statea Saving• Bonds - Seriee F, iuued at a 

discount. 1a O()aii<)Oly mown ae an •appreoution" bond, Seriel Q, iuued at par 

i8 mown u a •current inoCIIIe" bond. You may naw awn up to t lOO,OOO (ooet 

price) of Seriea P or Seriea 0, or F and 0 ocmbinad, haued 1n :your niiDe 1n aaoh 

calendar year, inqluding both thoae in your nue alone and thoee 1n your ~ aa 

co-owner . The principal teaturea of theee Bonde are outlined below: 

SERIES F 

IlliTE JJID MATtliUTY: • Dated ' the first day of the 

month in whloh pa~nt 1a 

reoe\ved by iaauing agent; 

due 12 yaara from iaaue date. 

INTEREST RATB: lntereet return' is equi v­

alent to approximatel y 2.63~ 

compounded ... i - i.nnually if 

held to maturity1 lesser 

_yield it rede81:1ed a t earlier 

dates. 

ISSUE PRICE: Ioaue or coat prive, 7~ of 

Mturity value. Blculple, a 

'tl, 000 bond ooato t740J 1. 

tlOO bond t 74. 

DENOMINATIOIIS: Denominations (maturity 

n.lue) t26. tlOO, $600, 
tl,OOO, t 6,000 and t lo,ooo. 

FORM: Regietered only. 

RBDEKP'l'ION: On fir at ot any aonth, aix 

IIIOiltha a.tter iesua de.te, 

upon one month' a written 

notice, e.t redemption 

v.luea stated on ee.oh bond. 

COLLA'l'BRAL: !lot el1r;1ble aa collateral 

tor loan1 . 

SERIES Q 

Dated the fir1t day of the 

month in which pa.yment 1o 

received by iuuinr; ar;ent1 

due 12 yee.ro t'rCIII iuue date . 

Intereat return 2.6o,C if held 

to maturity. If redeeaed prior 

to me.tur1ty interest return ie 

-uer. 

Denomination• (maturity value) 

t lOO, t 600, t l ,OOO, t 6,000 and 

t lo,ooo. 

Rer;i1tered only. 

On firot of any month, e1x 

month• atter ieaue date, upon 

one 11011th' e written notioe , at 

redeaption ve.lue1 1tated on 

eaoh bond. 

lot eligible 11 collateral 

for loane. 

Regraded Unclassified



TAX STATUS: 

SPECIAL FEATURES• 

l'il!O MAY BUY: 

W:·iERE 'ro BUY 1 

Sl!lRIBS F SBRIBS 0 

Income 11 taxable under Federal tax lawa the eame aa that 
on any other United Stateo Government bond iaeued on or 
after Y•roh 1 , 1941 . 

Taxpayer h~s election of 
paying hia te.x on the 
annual increase in Seriea 
F banda in the year it 
oooura, or of having the 
full appreciation taxable 
to him in the year the 
bond m&turea. 

You may now own up to $100,000 (coat price) of Series F 
or Series G, or F and G combined, issued in your naae in 
e~oh calendar year, including both those in your naae 
alone and those in your name aa co-owner. 

No interest, as such, 11 
payable on Series F bonda. 
Interest accrues by virtue 
of increases in redemption 
value after the first year 
and at the end of each 
half-year period thereafter 
until redemption or maturity. 

Cash or redemption nlue 
prior to caturity h ao~­
what lese than par, but 
the cash value at any t!Joo, 
plus interest paynents 
received, always totals 
more than purchase price. 

Bonds may be bought in the naae of one person; in the 
name a of two persona (but not !:lOre than two) aa oo-ownera; 
in the name of one peraon with one other peraon designated 
aa beneficiary; in the name of a fiduciary; in the n"""' 
of a custodian of public funds , or in the name of an un­
incorporated or incorporated body, other than oo.,:lercial 
bt.nlca. 

Order through your Victory Fund Committeemen, bank, 
aeourities dealer, broker or aavinge and loan aasccia­
tion, Or buy direct from any Federal Reeerve Bank or 
branch, or by mail from the Treaaurer of the United 
Sta tea , Washington, D. C • 

• • • • • • • • • • 
Additional oopiea lliii.Y be had fron: VIC'roRY FUND COMMITTEE 

TENTH FEDERAL RESERVE DISTRICT 
1614 FEDERAL RESERVE BANK BUILDING 
KANS.AS CITY, MISSOURI 

Regraded Unclassified



CA8II IIVB8CIIPnOH I'Oa 

~!I nBASURY .MNDS OF 1963-Q 
254 

Dolol ......... - "- D I WI, IHI 
...._.., .... I _U ... D '*11 

s-rn Bulk .r Ie-· OtT, A,..,., ... u._......., 
lt_OIJ,IIa. 

D..D '*U. ... 

----......................... .lNI -
GeDtlemeD! 

Pursuant to the provlaloDa of TrMiur)o Deputment Cimllar No. 701, elated Nomnbtr ao. lNI. tile 
undertifned hereby aubecribea for boDcla of the above deecribecl luue u follows: 

Par Value - - - - - - - ·- - • - , _ __ _ 

Accrued Interest - - - - - - - - -
Total remittance - - - - - - - - -

OIPORTANT- nJa- "'"r 0·:~ to .... ...u, . .... 'llubu~"!,tWr .... -t. a ' h''--"­
eo•p.anltd b7_ pay•eat Ia • •or -• aaoant o - • app - or _. MJ••ta after n.e..• t •• ....... 
l•ttr"t (fO.Ota por fl.'" .., 07) to dato ro•lt""- Ia anllalllo oxdlaq'o, ._.. WI ll'odonl - ... 
or a Braadrl. 

HBTBOD OF PAYIIENT 

By Draft EDcloeed ,,._.; .-...~ow,..--~ --- ·---
By Cbarae to our Rae te AOCOWI.t------ -----------''-- - - --

1. By Crecllt In War LoAD Deposit Aocount0 <-a---···---· • 
• TeCaJ 

New Trea.sury bond~ to ~ l~ued - - - - - - - -· -·1 ~~:~~- _- : ~ : : : : : : ........... -...... -·-·-
~~ .. f'WiltraUo. lMtne\loaa st.- oa """" •U. Mt.ot , Total ... • • • • • - "' "' • - "' 

INSTiiUCTIONS FOR NEW COUPON TREASURY BONDS -.. ,_ 
- .. @ 
- .... @ 

- ..... @ 
- .......... @ 

- ............. @ 

600.00 
1,000.00 
G,OOO.OO 

10,000.00 
100,000.00 

Total 

-'-----· ., ______ _ 
·---··-··--· ................. _ ...... 

D JWLTO·-------

................................................ -......................... _ ......... ,_,, , ... ~ .. 

It Ia requeeted that dellver7 ot the rqiatered boDda allotted be made to 

mPOIIT4JCT 

_____________ __,...,...--
. 

Tbia Ia {OrlllDaJ 0l SubecriPtiOD 
COIIftrmatioll oJ 

B1 ____ .. ,_ .. - ;;;;;;;.-ocMi-

Citr---·----- Blata~t~~~te~.,o, ---

Regraded Unclassified



TAX STATUS: 

SPBCIAL FEA!'UJ!l!:lh 

T11IO FlAY BOY: 

WHERE !'0 BOY 1 

RRIIS F SIRIIS 0 

Income 11 t&lalble under Federal tax 1 ... the eame u that 
on any other United Statee 0oTemJDeDt bond iuued on cr 
&tter Y~&roh 1, 1941. 

!'upe.yer hae election of 
p&)'in& hil tax on the 
aDDU&l increue in Seriee 
1 bccclo in the year it 
oecun, or of haTin& the 
full appreciation t&lalb1e 
to hia in the year the 
bcccl miuree. 

You ... y now own up to $100,000 (coat price) of Seri"' F 
or Seriee G, or F and G col:lbinecl, hsuecl in your nt.me in 
•oh c:&lend&r year, inC>luding both those in )'C>Ur nt.me 
alone and thoee in your nt.me ae oo-owner. 

Vo inte..,at, as such, 1e 
~")'Able on Series F boncle. 
Interest accrues by virtue 
ot increuea in "'clemption 
Y&lue after the first year 
and at the end of eaC>h 
half-year period thereafter 
until redemption or maturity. 

Caeh or redemption Y&lue 
prior to .. turity 1e eome· 
what less than par, but 
the ca.ah Y&lue at any tl.oe, 
plus intereet paymente 
received, a lwa.ye totale 
more tha.n purC>haee price. 

Bonde ~ be bought in the name of one per eon; in the 
naaea of ~ peraone (but not ~re than t.o) ae oo-owner11 
in the nt.me of one person w1 th one other person cleaignatecl 
u benefioia.ry; in the name of a fiducia.ry; in the n...,.. 
ot a cuetodian of public tunde, or in the name of an un­
incorporated or incorporated body, other than co~rcial 
banke. 

Order throu&)\ your Viotory Fund Committeemen, bank, 
eeouritiee dealer, broker or eaVin&e. and loan aeaooia­
tion, Or buy direct from any Federal Reeerve Bank or 
branch, or by mail troa the Treuurer of the United 
St&tea, Washington, D. c. 

• • • • • • • • • • 
Additional oopiea ~ be had troa: VIC!'ORY FUND OOMMITTBE 

TENTH FEDERAL RESIRVE DISTRICT 
1614 FBDERAL RESERVE BANE BUILDING 
KAIISAS CITY, MISSOURI J 

Regraded Unclassified
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(liDIJtmtD! 
Pursuant to the prov!aloDI of Treuuey Depertment Circular No. 701, dated November ao Ita, t1111 

uoderlllned hereby eublcribee tor bonda of the above deaerlbed l.uue u tollowa: ' 

Par Value - - • - - - - - - • • - - '---·---

Accrued Intereet - - - - - - - - -

Total remittance - - - - - - - - -

!IIPORTANT-Thlo .... eot anllaWe to co••ordal bul<a for lllolr .,... -1. &-..,- •aot .. -
etlipalllecl b1 ,.,. .... t I• faD f.w th aaoant of boDda appUt4 for ud par••&~ after DtetiiW 1 •• ._ .... 

towort (SG-011 ,.. ll.OM,.. U7) to uto ro•ll~ Ia anllablo ......... - IIIIo 1'"'-1 -.. -., .& .... 
IIBTBOD OF PAYMENT 

I. By Draft Encloled c- ·- •,..- _ , ---·-·-·---

1 By Charge to our a-n Aecount-·-··-··-·--····-···-······-··---···-··--····---·---'-·-·----
8. By Credit ill War Loan Depoelt Account• <..._ a _._.> -··-··············-···'·-·····-·····..._ ____ _ 

' • ToCal 

{ 

·Coupon - - • • • • • - - -- $..-.... 

New Treasury bonda to be laaued - • • • - • - -· - •Re&Utel:ed • • •••• - - - t------
OO..I.w ,..liltnt~ou. t.MtN•U... .,. oa .......,.. •W. ..,.,.,. • Total _ • • • .. .... - .. .. .. ... 

INSTJiUCI'IONS FoR NEW COUPON TREASURY BOND8 
I 

--@ 
-·-······· @ 
--- @ 

-- @ 
-- @ 

-1500.00 
1,000.00 
&.000.00 

10,000.00 
100,000.00 

Total 

-·- ·---··-· , __ .:·-······-··--
· -·--····-·········­
'---·-··--····· 

D JWLTOI ______ _ 

---·----:-------
.......................... ~··············-·····------·······-·······-····-·-

lilt feCIUIIted that clallm-7 of the rqlatered bonda allotted be made to 

IIIPO&TA!IT 

'l'hla Ia {OrliiD&I 0
} Subecrlptlon 

Coaftrmatson 0 

By ·--·-·-···--:-... ~..,-...,.~o::::.....,.:::;-;;::::;;;:;,-·--­

------- sta.s.ta..._ __ 011.7--

Regraded Unclassified



BCHUULB OJ' CtJ8TOIIBJIS' SUB8CIUI"'''IJ 

ADDRICSII 

Total ol ~ Coapoe 8o114 &hocripll­, .. .... .-~ . ..,...,.._.......,., 

NAME• 
....... ~ .............. .... . .....a_ ...... ................... 

FOR 

.t.IIOUJI'I' 

' 

Dtaomtn•tloD 

• 
• 
• 
• 
• 
• 
• 

'I'O'I'AL 

' 
' 
' 
' 
' 
' 
' 
' 

Regraded Unclassified
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---J-li ... D Wll 
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DooD I U.UII 

---;::-::---..l~NI 

GctJomel>! 
Pursuant to the provialou of Treasury Depoutment Clreular No. 701, dated Nonmber 80, lNI. tile 

undenflned hereby aublerfbee for booda of the above deacrl.bed t.aue ae follo'll'l: 

Par Value • • • • • • • • • • • $ ............................... . 

Accrued Interest • • • • • • • • • 

Total remittance • • • • • • • • • 

J)(PORTAN'T- n.&llll•• aot antlable to coaaerdal kab fw tMtt owa ucoat.. 8·\oertJ" 0. _. fM ... 
te•pul .. bT ,., ... t Ia fall for t.lae .. out of boadt a;ppU..t for aM ,.,._.. alter o.t.W. 1 alllt ....... 
Ia..,... (10.811 ,.. fl.'",.. 4&7) t. ut. real- Ia a .. Jlalolo udlaqo, .-. Wa - -.. -
• • BraML 

mmJOD OF PAYMENT 

L II)' Draft EDCJoeed - .......... ,. ., --~ --------·------'------
2. II)' Cllarp to our~ Ac:coun•t------ -------~"----­

& B7 Credit ID War Loan Depoelt Account•~ a--~ -·-·-.. ·------'------

New Treasury bonda to be luued • • - - - • - - - { ·~=~~- .. : : : : : : : : '··--·····--···· ....... 
oeo..a. ,...U"allo• l•lnMlloM ..... ... ............ .,...,, TataJ .. .. .. .. .. .. .. ......... -

INSTRUCI'IONS FOR NEW COUPON TREASURY BONDS 

....... ....... 
-- @ 
--@ 
-- @ 

-- ® 
-- @ 

1500.00 
1,000.00 
11,000.00 

10,000.00 
100,000.00 

Total 

0 MJJLTO -···---·--·-
·--·-- -,; __ _ , ____ _ 

.............. ----··-·-.. --. ·----

It ia requeated that dellftl"1 of the ,.Ptered bonda allotted be made to 

DII'OIIT AlfT 
··--···· .. ··-··-··-·--·-··-·- ... 

~ Ia {OrlriDal 0
} Subec:rlption 

Coaftrmatbl 0 
Br-------
Cltr•------- Sltlta~ta,__ __ _ 

.... ~-~ .._... ..... ------ r' taUra•r.._ ____ _ 
-=IJII.orr ....... ...,. _______ -- ··-

Regraded Unclassified



ICIIBDt1U OJ' C1JITOJIDI' ao•••PiiJM 

ADDIIIIII 

Total of c..t4mon' Coupon Bolld Suboaipllou c•• ..,_ ~ ..... , .. tao. • ' .a.t .... u.&.~oa, 

POR 

' 
TRBA8tJRT 

DoDomlllalloa 

• ' 
' • 
' • 
' • 
' • 
' • 
' • 

TOTAL ' 
_ .. ,_., ldctltW. u~~J. 

Regraded Unclassified
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.,. ...................... - D 11 ._ J, INJ hoD ._U. _ 
_ ..,_1-li ... D ._ll 

-
of Treaauey Department Clrcular No. 701, dat.ci November 80 INa, till 
for bonds of the above deeeribed laaue .. folio"": ' 

---··-·-·----
--=~-....... ., 5 .. 

Total remlttaDce • • • • • • • 
~'::~ -

UIPORTAl'IT- Tiolo looooiiOt a..UU!o to eoaaordal 'b .. b lw tMit ..,. ,_.,.1. a~..- - k -
coapanJed by par•••t tn faU for the ••Otult of boDd• applied for ud PAJ'Mnta att.r .,_...._ J •Ill a.1• 
loiB..t (10.011 ,.. fl , ... ,.. daJ) to date ,_I_ Ia .. alt.blo oubq't, ._. .. IIIIa J'-.J -._ -
• • &~ . 

IIBTBOD OF PA ntBNT 

1. B1 Draft EncloMd c-.......,. .. ,..--~ ---------------'------

2. By Cham to our ltelerve Account.·--·---·-·-·-·--·---·-··----·-·---'-·-···---

8. By Credit In War Loan Depoelt Account• c....,. u _,_.) _ .............. ----··-.... ·-··-····'------
Telal 

{ 

Coupon • - - - - • • - • - • 
New Tnasuey bonds to be issued - • • • - • • - • •Rep~red • • ••• - - - • J-- ----
~ l'lliatnUo• ,....,..u..,. ,..._ oe ""- •W. '"'"'· Total • ... .. - • • • • • "' • • 

D 

-- @ 

--.. - ... @ 

--···- @ 
--@ 
-- @ 

INSTRUCTIONS FOR NEW COUPON TREASURY BONDS 

d 

1100.00 
1,000.00 
5,000.00 

10,000.00 
100,000.00 

Total 

-' $---- ·-·--
$ .. - ................. .. 

--·--·--·--··-· 

0 MAJLTO>-.,..------

·······-······-··-·······-···· .. ···-··-·--·-·-···· .... ·-·······-····-·-

It Ia rtqUUt.ci that dell'NJ'7 of tbe reaiaWed bonda aUotttd be nWe -

By ···-:--·--..__·:-:o::,.:;,;...,=:::.:=-·----

Clt:T·--------S>tltl.ttte'----

............... _ ......... _ ..... "-.... __.. 
................ _.. ............. _.. .. ~ II wta........ ........ .. .. ........ 
w-..,.,....._ ........, .. ...,..... _,..._. .,.....,.... ... aa.a.~. ...... IL&JI& or ~an • .....,__., 

..... ,,11 ........ , _______ Oar*__.,, ______ ... _ ... .,~:::;::;; 
Regraded Unclassified



•:a&IJ(JU OP CV8TOIIDI' 10_..1 PiLC 

ADDUIIII 

Toto! of Cutomuo' CoapoD BoDd SUbocri.J)dODO c•• UNit ..-......._ .. .._ "~ .,.1.....,, ' 
TRB.ASURY 

lloeoallutloa 

• ' 
' • 
' • 
' • 
' • 
' • 
' • 

TOT.U. ' 
........ fdF ·-..... fw -pll·~~ .,._ .. '""'' - ----Regraded Unclassified
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m!C nBASURY MNDS OF 1963-68 
DoiOOI ........ ._.,. ,._ Du .. I, lNI 

._,_,_l_li ... D .. 11 DooD .. U.l* 

----~~-----XI .a -
of Treuury Department Circular No. 701, dated November 80 lNI, the 
for bonda of the ebove delcribeclluue u foUoWI: ' .._ ___ _ 

--=e!is-.... ., 2 .. 

:::-=.. ':' C&; . -
Tote! remitt&Dce - - - - - - -

JJIPORTANT-nlo IMoo oot o .. Jloblo to co••wdal Nab t .. ~ on - ...... ,._ - 11o ... 
ce•••afed bt P.r••t ta faD for tM .. oant of bo.U appUM for aad paJ••ta afttr o.n.t. 1 •• ....... 

latorool (fl.ll8 ... fl,Mt ... U7) 10 uto -'""- ... nllllDio ................ Wo ,_ - ... 
.. . 8rudl.. 

HBTBOD OF PAYXBNT 

1. B7 Draft EncJoaecl 1- ·-..... - -~--------------"------
2. By Charre to our~ Aecount ........ --·-·--··-··-·-·-·-·---·-····---'-----

3. By Credit In War Loan Depoalt Aecount• <,.,.,. n - .............................. -.... ··-'------
,..&.1 

{

Coupon- -- -- - ----- • 

New 'lnasury bonda to be iaaued - - - - - - - - - ' Relialued - - - - - - - - - '------

~ ttdl"-u. t.~ .. ,.._ ••....,.,.. . ... ......,. Total • • ..... • .. • .. • • • 

INSTRUCI'IONS FOR NEW COUPON TREASURY BOND8 

- ... @ 

-··-·-··· @ 
-·- ® 
-- @ 
-- @ 

1500.00 
1,000.00 
15,000.00 

10,000.00 
100,000.00 

Total 

DIPO&T4XT 

-·--·---­
-----·-·-·-·· ................... -... 
·--·--"·-·-

'11111 Ia {Orii!Dal 0 } Subllcriptlon 
ConflrmatloD 0 

0 IWLTO'-------

·-·~· ···········-·····-····-········-····-····--·····-·····--····· ... --

111 .. -·-·--:-:, ::o:, ::,.,.:;;;a Ni:a ;:;,-;;;;;;;;;;·---­

a~·-------------- S~m~g~----

............................. _ ......... ..-........ . 
...._. ..................... , ................. -....... .. .................. ....-. 
·~~~~ ....... PihweF' ' ' _....__.,.._ ......... ~-ftMftfW ........ CIIY• ~....._ 

Regraded Unclassified



sanmULB or CUSTOIIDS' lltJII8CR'FIU41 

AD DUll 

Total ot Culbmon' CloapoD BOl>cl Suho<rlptiou 
(til .......... _..,..., .............. 

_.... ...................... ........ ___ ............ ..... 
' 

TREASURY 

D 

• 
• 
• 
• 
• 
• 
• 

'JOT AI. 

........... 
5

, rrw&. .. tar 

' 
' 
' 
' 
' 
• 
' 
' 

Regraded Unclassified
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~ nEASURY BONDS OF 1963-68 .,.. ... ------I. 1NJ 
--.... 1-JI ... D .. II 

O.D ._II, 1N1 

, .. -
Punuant to the provialoll8 of Tl'euuey Department Cln:ular No. 701, dated November ao 1NI, tile 

Qlldenlrned hereby aubecrlbee for boncll of the above deeerlbed luue 11 followt: ' 

Par Valoe • • • • • • • • • • • '---
Aecrued Inter.t • - - • • • • • • 

Total nmlttaDce • • • - - • • • • 

JMPORTANT-TIIIo IMao oot a .. lloblo to -•ordol boob for Iller • .,.. -t. '"'-I!IIMM aaot .. -
coMpa,llltd by payMtat ta faU for the aaooat of boada applied for aftll p&JaaU: an. .,._.._ 1 •• ....... 
la~<r•t ( ...... - fl.tot- U7) to .. to roal""-la ualloblo ......... ...._ Wo l'oHnl -._ ... 
« a BraDtL 

KBTBOD OP P .A DlENT 

1. B7 Draft Encloeed ~ ·-~,..-_,----...:.-------...f.------
2. By Charle to our ~· .Ac:eount. ...... _____ , ......................... ____ ,,_,,, _ ,f-____ _ 

a. By Credit In War Loan Depoalt Ac:eount• <,._ o ...._., .................................. _ ...... -'------

To4al 

{ 

Coupon - - - - • - • - • - -

New Tluauey bonds to be luued • • • • • • • • • ·~aJttered ••• •• ••.• '------

~'"" rtl'lttrtUotl t..tntc\loM ,.,.... 011 ,...,.,.. ~• ........,, Total . . .. .. .. • • • • · · · 

-- @ 
_ ,_,,, @ 

----.. @ 
- ...... @ 

@ 

D 

INSTRUCI'IONS FOR NEW COUPON TREASURY BONDS 

:I 

1500.00 
1,000.00 
11,000.00 

10,000.00 
100,000.00 

Total 

-, __ _ , ______ ,,.,_, _ 
.......... ,_ .......... , __ _,_,,,,_, 

0 JWLT01-------

···-···~················-···-····· ..................... -·--·-:-.. ··-·· .............. . 

It Ia requested that dellveey of the reaiatered boud.s &Dotted be made to 

---
Clt7•-------Sltataitllte,_ __ _ 

.................. _ ............... ,."'-....... ....... 
....... .....__ ...... ., ............................ a • wta••"-.....,..., _........, 
., .._..., ...... ......_. .. ........-... .. ...__.,..._... ... ...,,_ ......... v.....,.oru..-.CII"', ftlllll--. 

Regraded Unclassified



8CBBDULE OF CUSTOMERS' BU1I8CRIPTlO!Ill 

" 
... 

• • 
• • 
• • 

• • 
• • 
• • • • 

!'OI'.U. 

' ft I .. fOir alll\.,..,.._ f. ·- --
Regraded Unclassified



CAA IIVB:iiiPJIOif ,.. 

IH TUASUIY BONDS OF 1948 
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---~-- ...... 
.._.,_ ---u ... _u 

,.....,---~--~. 
'-'-'t.:.=&~-

... "tr.:: ... 

- 1M 

a- ... cull I 7 
.....................

........ I ..... ._ ____ _ 

euo_.• Cull •• .,,..,.. - - - - - • • • • • • • ._ _____ • - ----

....-:-- t t .. ~- t :.=.':': fll .._.:=.... ... M .... • 

,...._. 0 I ....... - . .... . . . .. "--------....... -.......... ·-: ... ::)~;~:~~:: ·,., .c:-=. 't ~w:· .. ~ 11""' ,,.. -..a ._.. .., '*''" 1 ~ .., 

IIBTBOD OF PA 1111BNT 

1. ByDrafth, ·~ ............... 2. ByCiwp to--.o. ___ _____ _ _ _... ___ _ 

a, ByCnditiDWorLoODDopoolt._..nt 1•11--a-- •---"- ---­
" PaJmllll to be- 117•--- - - (ii;;;;;:;;;;------ -*'----

c--.-~ 

,___... ....,..\, ... __. ................ _..."-'-.. 'l'tUI 
....... ., ,..... ........... ~.~ ............. ~.! 

lt1 tlM ..-l..., ~ t. DOt .ootMcl l:a t.ll ,_ .,. aQQortud t6 n.h ., mdlt &1M ....,. ta _. ......, 

WH • , (_._.,......., ---
New 'l'roMW7 bolld& to be -...! .. .... .. { .~-::: : : : ~ ~ .,_ ___ _ 

"o..tl* ........... ....,_ .... __ .... ~ Total 7- ..... 7 .. .... 7 .. 

lN8TilUC1'10N8 POR NEW COUPON TllBABUilY BONDS 

• 1100.00 
• 1,000,00 . ~ 
• 10.000.00 

-- • 100,000.00 
'rota! ""'poD boDdo tloliN4 

0 BOIJ),.&fok ....... Dol>&-
~~-- ...... .., 

0 BOLD-ToOOCW'OWULooa-

0 IWL 'rO-------

CDTiJ'ICArB OF sUBSCRIPTION AND PAYIIEMT 

-No to{= I ~l p p ' I' 
c a ;$ ~ Q*F·------_..__....,--

.................. ~-----............................................... ...... .-.s. _..n: ..... w~U.-M an.,.....~ 

I' 1;:1 N Regraded Unclassified



SCHEDULE OF CUSTOMERS' SUBSCIUPTIONS 

ADDR£18 

Total ot O...tom.U"S' Coupon HoDel $glltcrfpdou 
l .............. _ _ , _ ., ... _....... 

u 

.u&OIINT 

• 

D irs• tioa ... 
• 
• • • • • • 

• • • 
• 

...... ~ _.. W.C r_.,._.. ill Got...., ot a t:ruw.. Uae tr!M......Wp......,.. be .r.llr W..tUI..a. .. toe uua,lt 
~ ...._. ... wW el Mar? A. J--. ......-. _. "'I• L 1--. Uwit.M . .... """-t wtUt _ ___ _ .. ,_, 
- "") ..... .1--. ..,.,....._,.,. ...... ..,__..., "-" .... _ • . 

Regraded Unclassified



CASH SUBSCRIPTION FOR 

PA% TREASURY BONDS OF 1948 260 
{kct4 .... ..,_....., b1..-& ,,.. Df«•Mr I. lUI 

lawr.-t ,.,..w. J ... u . .. Dt«.k• tl 

re4<fOI R-'" Bank of Ka.,.. Clly, 
,.... ... , .. , ol , .. Uol ...... _ 

....... att. ll .. 

0.. , ... u. 11(1 

-------. .. =----4942 

G<Atle.,.., : 
tunuant to tho provloiona of Treooury !leputment Cl 1a , 

.,..!tt1isn«< her<bT aubocribu for boOO. of tho above d .. <~btdr ~~· 702. daltd :-;.,·ember 30 1942 tha J.MUt U followt: ' • 

.:.=,.. ,..,......,._"' ......... ._... .... 
OW' own tuh SubKriptJoo c..- .... ,..,...._ w. "--'"- 1 ... Q 

cuatomerl' Cuh Sut>aerlptlona •• •• •• • •• 
llfi:',!'~:Jr ..... -,.":'~~-:-.:: !..::.-~-~-~ ~ 

Total Subocrlpllo .... ... . 

. ·-·-·------ ····- ---

~ew Treuury bonds to be laaued ~ - ... .. 1 
Coupon •••••••••• $ .............................. .. 

- - .. •Reglateted ...... - ..... J-------
"<lM,.._ """"'"._ I!WinwrUNt d._ .. ""''" ,,,.. .. _ ,_ Total .. .. • .. .. .. • .. .. - • 1 

INSTRUCTIONS FOR NEW COUPON TREASUIIY IJONOS 

....... - @ 

@ 

@ 

• 
600.00 

1,000.00 
6,000.00 

10.000.00 
• 100.000.00 

Totaleoupoa bonob doalnd 

- 0 UOLD-Safokeeplnr DepartmenL 
t ................ .-_. .... . 

$..----· ··----$i...----

0 HOLD-To ae<Urt Wr.r Loan Acc:ounL 

0 MAIL TO--------

CERTIFICATE OF SUBSCRIPTION AND PAYMENT 

F e ,v,,.,. Mrtl/71 ~~~~~~ •uu• rtcfl• .. • •ptl<.atlen! fr• • esr e••Cblll•rt I.a. t11• atii .. IIC. Mt .,,..ate ~· n!lt•~ uaa .. U. 
" l l •hlc" I• •ad• 1 J art el this 111~riplkfl.; dllt tliln • ~ ... Ml• J IW w u br e~ell nc:lil c••W." · ... 

!~,\i: 
1

to w1U.41awa.l ••tll aft•r aUol•t:n.t ud ,aJ•-"' 111 f•ll for ttclllrld•• •1loUt4. h 'l JI'U(f'll-t .t t.b.e • ••ut ... 
Fe l•n~, c.rtl/tr ~·1 thl• ••btlcrltOol"' I.JI ooltlt tor oar own ,(('(l,u\t or ror tb• IW'Ivnt or tho uttlllllfiU t Pt<-lntd httllll; tht • • .,'h~tt••tfl.ll Ill••• botu Of' will .,. made lor the #I ll or (l thtr dltl)ntllt\on flf ~ur wvbKrlptloa. or • ' the Hnritl d 

tiM ··r ~~~~ al)otlf41 thereol'l. ptlor l6 the dolli iiiJ of lh.e t:ubaotripdGII boob I Uil IJ!Ail IMi f (nloflllr. whOM l .lbtcrfp• 
,.._,~ ' 'L ~l•dM herda wUI M rr41•ted to eoallr• t. •• thrlr aar••"'"'' t.o 011 M llll coMitiou W'I U. , .. ,_, t.o 

. - ··-"· ....... '• '' '"'' t: ·~-lleo ol U.. ,_, .. "' r•• of UU• oa\Kriplloo. 10 • •'" ,.,.,.,Ia toii r .. U.o ...... - nk1o • ., ~ .......... ...... .r,.,_ ....... "' .............. o! ............. ... .......... - u - ,. .. 
eiU.. lecll .., ... , .UI h ... , IJJ U.e •et).o4 t..~ka:'-" ~~~ 

By 

CitJ·-------- stat&..---

Regraded Unclassified



SCHEDULE OF CUSTOMERS' SUBSCRIPTIONS 

NJ.JO ADDRC88 AMOUNT 

' 
----------~-------~---~-1--1-~ 

Toc.l ot Ou- eo.,.. 8ood s.bo«i­c••.....,. ... _._~ .,_. ......... l 

fOR NEW 

u 

' 

• 
• 
• 
• 
• 
• 
• 

TOT.U. 

-
' 
' 
' -' 
' 
' 
' 

...n... -.... -.-._ .............. t a U.. Mm• of a Wat.M1 Ule t n ut.eMhlp abou.ld be flllb'ld•nll.ftect. u f or- uample "Jobll R. 
"""-'- _._ .,_ wil .r Mar7 A. 1...., d .......... ot *Job L .I'Ofte., C"rul:t.te und• r •wr .. m•t~t wu.a. , dattd...-­
• *.IOita &.1 ..... ~ fw---- UJidw acTMIII•nt Ol tNI\ dat.ld __ ,., 

Regraded Unclassified



. -· 

CASH SUBSCRIPTION fOR 

'Vs% TREASURY CERTIFICA'tES OF INDEBTEDNESS O, 261 
Ooto4 ~- ........ ,_ o.. ..... '· .... . ' " F SERIES E-1943 

r...-1 _... Bulk ., ._ Clt.J """"" .,.. .... '· , ... 
,_.e~ ., .... "' u- u-.. ~ca-. • 

~CM:t . ... ~~o: ~ 
..._,.uant to lllo pro'fllloDI of n-u,. Doport .... ·-igne<l h•rebY aubocribu for ctrti!icatH of lllo ~-C~Iar 1\o. i03, dated !"....,.b< :!0 9 = e -ribod "-•uo u folio•.-.: r • I U,lllo 

CUttomen' Caah Subocripllona •• - ••••••• .... ~ ............ ...- ...... ... _., ..... ~-
111••"'""" ''' wWM ~ t.f'%'14-' ••. a. - .w. tH!ow'i. To ~llblertPllOIII • • • • , 

·- , __ _ 

HETBOD OF PAYliENT 

1. By Draft EndoMch,_. .~w \t .....,. •'-l 2. B7 CharlO to our a-r<o AtcoUII~---·· .. - ·--·--·····-----.. --f·-----·-·-------·- '--s. Bt credit ln War Loan Del)Oiil Aec::ounl<WIII ... _._.. , 11 -. ---···- ·- --·----- -
·- - .Att ..__.. .. ~ _$ 

4- Porm•nllo be modo by --
ToW 

..._ ______ .. _ 

1,000.00 
&,000.00 

10,000.00 
100,000.00 

Total 

·--·-·····-----· .... _ ................ .. 
................ -.... .. 

0 
0 
0 

HOLD- To Secure War Loan Aec.ount.. 

MAIL TO .......... _ ........... - ................. ---···-

·--·---------·· .. ··-----

-----·-·-··-----·-·--.......... ---
DliPOIIT .urr 

Thla iJo { ~:i\fltfo~al 8} Subserlptlon By ---------:.;;,;;;;;;;;i'oiiww"ii;;;;;;;;-------·-·-- Conflnnatlon n :..:_ ________ .:::::::..:::=:..:::::=;.....----~ 
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BCBBDULB OP CUSTOMBBS' 8UB8CIUPTIOM8 

NAllll ADDIIZ88 

Tot.ol ot c...tomn e~p~~ ... 
(lfM ..,._ ............ ,... ., ... - " d ) 

AKOUN'I' 

' 
TIM allon lldoodalt ol oalooort~ mul M -pi- lo _,.-aD--. 

U t iiM ._....-.a..- pao; ' ' \ .U...IIIIallar ...,.__..lid. 

Regraded Unclassified



CASB SUBIICIUPTtoN roa 

¥..% TREASURY CHRTIFICATES OF INDEBTEDNESS OF SERIES B-1943 Do_. .......... - ,_ _ ._ I, lt4J v -'·-
• •1--0.... ... I, l fU federal au .... But., z.- aa,., 

Fio<al A.-t fll ... UoiW 8t.oleo. -a.r..... .. 
GentlemeD! -

Pursuant to the provieio1111 of ~ury Department Cirwlar No. 703, dated N . 
undersigned hereby aubecribea for certificates of the above de.eribed ii!Bue as follo:~mber SO, l!IG, tiM ... __ _ ._.. __ 
Our OWft Caab SablcrtpUoa (aMbo.,.. Dt« ... U, n aM 11) • ····························-··· ····-·- ·····-··-·--· 
Customer&' Cuh Sublcrlptlollll • - • • • • • • • • • 
WIN~ ••"*'"'' ....-.. ........ ••• ...,..., ot ~· •IMt bt 

t~tn~WIH. ,., ....,. ...... To,. '"'"s t!~ 1M,....... .w. k • ....,. w u,_.Jptioll8 • • • • • 

Accrued lnttrtlt oa • ···-·-·--·-- fro• Detembu 1, 11•2. to ........ - ......... - .... - ... (10.024. per SUOO ptr 4.,) ''~· ----
S•Mcrlptlo•• wUI 1M allotted la full eueptln& tllo .. tor ••ounll onr 1100,000 tro• coeatnlal banb. 

METBOD OF PAYMENT 
1. By Draft EneiOMd!- • ......, '"--~~---··-·-·---···----$; _____ _ 
2. By Ch&rp to our lleMrft Aecoun"------------ J; ___ _ 

3. By credit In War Loan Deposit AeeountiWDI .....,. ..._ o ..,., -· •-..., - - ' ----.. ····---­
(. Pqment to be made bY-·------·- ····-·· .. ··-.. ----·-·-····-·· (M._..,..._.) 

,.,_, ,.. ~ 1, ltd. • ._.... fw c.tltkat. .a.tW • _..,.,w ......_ '"' .... -_., fw «Mt .a- Ill ~ ,.,.._t ... ~ U wtU. t.....,. ,,.. o--w 1. 
Total 

lD the eNat oar IQblerlptioa I• not allotted in full 700 AN aothoriMCI to rt:mlt or credit. the OTI!'f'al'e in ov r.l.lt... 

ti.DCt t.o -

···-·········- @ 
@ 

@ 

@ 

,------------...Jor- ­(x-.1 ... ; -;, .. .:.-. 

DELIVERY INSTRUCTIONS FOR NEW TREASURY CERTIFICATES <n- eatllk.aC• u • '-" Ia ... ,.. (..._,.,, ,.,. .. a,) 

1,000.00 
G,OOO.OO 

10,000.00 
100,000.00 

Total 

.._ .. 
···--·-·-·-··-·· ··---.. '· 

0 
0 
0 

HOLD-SafekeeDing Department. 
{111__. ...... ,. ............ , 

HOLD-To Seeure Wer LoaD Account. 

~LTO ........ ---·- ·---····-------

CERTIFICA'l'E OF SUBSCRIPTION AND PAnt.ENT 
F.-~ O*l'flht th tl Mt op_potlt. d•• cuto••,.. ....... t.M ~ 

Tbat we U •• ........ eppllcadna. tro. oar eutoat:n Ia • ~:;:: bet:-• paid to •• b1 .-aeh ..0 c.utoaw, Mt ...... 
ladled liM wWdt le •••• a part of t.klt n.blcrlpll .... ; 01111•

1111-• urlllt1 a.Uotttd two puc.ent of tlae ••out app1W fw. to wiU.drawal ..all arw .tlotaeat aDd ,., •• t r• or - • 
r.- /lmiMr •rflh• t t tilt cutoae.rw apedn.l lt.u.ta ; U.at • .,. .. 

T'bat tWe HNcrlptloa s. •1•17 f• oar o'"' aoeo~at or for til• "~:.'mono of oar aublc.rlptJoa. or of tbt ... nu .... ...­
rtnaeant.t hut.._ or wll) be aade for tlle '0!-' or.,::"1~0~~\ookl• and that ou.r c:usto••n whoM aabeni,UO.-an 
"'"(, k allottM thr--. prior to the tiOtill.J' of • •~-•- ~rr"atal U: 0.• .... , coadJtJou wlt.la ,.,.ct t.o u.• In< udod bora ..w 11o roqiiOIIod to eooflra to u ~~ 
ll<ri.,u-

... ctrrHI k •tnt Ia full for tlte entlrt ••o•at •'Sell ••r M 
Ill could•atlo• ol th HUipt h7 70• ol thll nlNitrfP,!J~'!- '1 ::,: !i~t par and atc.na.d lah:rlll U o• lat.tr alltta..._ 
allolt .... tide •Mcrttdoa. at per oa or Wort til• u&wo 0 
SOldo 10&7•oat w111 lie •84• b1 tu •otllo4 lo41alod .. , .... 

DlfOaTAJIT 

This Ia { =D&I B }subaerlption 
ConfJrmationO 

CIQ'·-----·---State.---
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8QIEDULE OP CUBTOIIBJIS' SUII8CIUP'I'IOl 

• 
..... ....... ....... ot r' J; ' ; ..... ---to...,. eanwt aiiJtrsrt 

1t n c e.....,. .... ,..,,,.,...,......,. •sz' at' w. 
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UNITED STATES OF AMERICA 
1% PERCENT TREASURY BONOS Ot' 1948 

Datflll and burl•&" latutlt fro• Dect.abu I, lt-42 

la.tuat pa7ahle Ju• 15 aM »«••bu u 

262 

o •• J••• u . .... 

I. OFFERING OF UONDS 

TUA.SVRY DEYAlTME.."iT 

0YFitE OF TUE SE~IETAIY 
Washi•9to•, N~>~:tmb~r JO, /942. 

1. The Secretary ol the Treasury, pursuant to the authority of the Second Lib<ny 8o••l A •
1 

. led 
inv~tes subscriptions, at ~r and accrued interest, from the people of tlw: Uni~ed ~tatcs for bon\ls oi 111~ i.J~~1~'1'S~~~«: 
desognated I J<l percent. reasury B~nds ol 194& The ••.nount or the offeruog IS 1101 specitically lilllit"l although 
allouncnts to conunercull banks, whJch are defined for thas 1>urposc ns banks aCl-epting dcm:uttl dcpo it ' ror 11 'r 
own accoun~ will be limi~ed. to $2,000,000,(X)(), or Lhereabo~ats. Tiro boo/..•s tvill be O/'t'llloday and smttl j 11:;,,., tlo:f~, 
for the rccc•pt of subscnptto1!s from othn:s !lum commtrcwl b~"ks for tlluir cnu11 auo1w1, otld totJ

11
y

1 
!Jurmbu 1 

DJtd Dcrcmber 2 for t!Jc rec~•PI of subscnptrons Jrom tOtHmcrtuJI ba,/..•1 jor their ou·" auo&wt. 

• IL DESCRIPTION Of'e>NDS 
1. The bonds will be da!ed Decemi>:<:r I, 1942, and will beor interest from IlL>~ date at the r.nc of 1~~ pcre<nt 

per annum, payable on ~ sem•a~u:>J basos on June IS and December 15, I9+3, and ther.Jtcr on June 15 and lJ«em. 
bcr 15 in each year until the pnn?pal amount. becomes payable. They '"II mature June 15, 1!1-18. and will not IJC 
subj«t to eall lor r<deonpoon pnor to matunty. 

2. The i~ derived from the. bonds shall be subject .to all F<dcral taxes, oow or her<aftcr impo><d. The 
bonds shall be subject to estate, inhentauce, gift or other exase taxes, whether Federal or Swe, wt .JQII lJC 
exemp< from all ta.xa\ion now or hereafter imposed on the principal or interest tlotr<OI by wy St>t<, or any ol the 
poosessions of the Unit<d States, or by any local taxing autbority. 

J. The bonds will be acceptable tv secure deposits ol public moneys, wt will not bear the dn:ulotion Jlrovilcge 
and will not be entitl<d to any privilege of conversion. 

4. Bearer bonds with interest coupons attach«! will be issu<d in denomiMJions of $500,$1.000, $5.CAXJ. SIO,OOO 
and $100,000. Bonds register«! as to principal and interest will be iuued in denoonio•>~ion•ul $500, $1.tJOO, SS.OOO, 
$10,000, $100,000 and $1,000,000. P rovjsion wiU be made for the interchange of bonds of c.liffertnt dt'llOmin:uions 
and of coupon and registered bonds, and for the transfer of registered bonds, un<lcr rules ami rcgulatiuns r•re:ocriht .. 'tl 
by the Seeretnry of the Treasury. 

S. The bonds will be subject to the general regulations of the Treasury Dcpart111Cnl, now or hcre:1flcr r•re· 
scribed, governing United States bonds. 

Ill. SUBSCRIPTION AND ALLO'f~I EXT 

!. Subscriptions will be received at the F<deral Reserve llonks aml Branches and at the Treasury llq<tl1 

Washington. Subscribers must agree not to sell or otherwise dispose of their suhscript~~ns, or ,,( ~~~.,".;'~"';~,~~.:,~ 
which may be allotted thereon, prior to December J, 1942. Uanking in.Milution.s and sc.•omt1es dealt.~r.s 
submit subsc:ription.s for account of customers, but only the Ftderal H.cstrve llanks and the Trt?~ury . . 
1.re authorized to act as official agencies. Others than banking in~litulions anti sccu~ates dcalr~ wdl1~it IJt prnmtttd 
to tnttr subscriptions except foT their own aaount. Subscripcions from co!nmercial banks ~or lfM'1r O\li11 a«e>unt 
will be reeeiv<d without deposit. AU other subscriptions mu.t be a«<rnpam<d by pa)llldll on lull lor the omount 
oi bonds appli<d lor. . . . · 

2. The Secretary ol the T reasury reserves the right to reject any sub!<np<oon. on whole or"' part: to all'!' l<Ss 
tlt3n the amount of bonds applied lor and to dose the books as 10 any or all suloscrip<iocu .•• any 11"~ .w•thont 
notice; and any action he may take ;;, these respects shall be finol. Subject to these "'"""""""'!· sulo<rnpuons lor 
amounts up to and including $100000 from comnlerc.ial b:lnk.s, and subscripciuns in any an!'~tmt a rom ~II nthtr sub·l 
scribcrs '11 be all .-. · 1 11 ' L-- • • 1 ts over $100 ()()() frorn roumO<n:oal hank< '"II he allotte< 

, w1 ott~ an u ; su~nptaons or amoun • •~ tly u
1
xm allot 

on an equal percentage basis, to be publicly announced. Allotment notices will 1}\; sent out l'ronl(l " 
lll<nl. 

IV. PAYM ENT • 
1 p · 1 a.... 1 11 1 1 • c Hlcr '" or ror the nccount or mh~n 
. aymcnt at par nnd accrued interest, 1f nny, or uvnt s n ° 1Jl'< lcr "' 1101 nent Paynwnt nt pllr nnd 

than con!mereinl banks must be made on or before December I, lfl .. , r,,,. 011 ~a~~.rl f ks mt;st 1~ nmclc 011 th:\1 ,lntc. 
accnled !nterest tO _December J {, 1942, (or bonds o.llottecJ h,erCIIIU Ct ~~~ (Ot~ll!~~rt1i~ Kll~mincd to m3kC 1lo1)' IUCI1l hy 
Onedoy s accrued mterest is $0.048 per $ 1,!JOO. Any qualified dcpo;nnr) t lor whi~ it shall be qualified in cxc<~s 
crtdu for bonds alloued to it for itself and tis customer! up to 11ny ;u!tQun. . 
of existing deposits, when so notified by the Federal Reserve Jlonk of ots D"tnct. 

y GI!NERAL PROVISIOSS · 1 
• R & ks :lre :1uthorir.M and rcqu~tcd to r«twt .su )~ 

• 1: As fiscal agonts of the Unit<d States, F<deral <SCI'\'e .11 • ed b, the Sc<retary of the Tr<o<ury to the 
lf'Jlllons, to make allotments on the basis and up to the amounts ond'::.'~tts >,

0 
~i'e paynlCilt lor hond• allntt<d. 

cdttal R~rve Banks of the ~i\·e Distr:Kt~· to issue -~llotndmen:,: ,.
1
• issue interim receip<s pending deli,ery 

to IInke dehvery of bonds on lull-pald subseripuons alloncu, a t y n 
of the definitive bonds. . 'me rcscribe supplnntntal ~r anl<11Cb· 

2. The Secretary of the Treasury may~~ any ~ime, !'r lberoon ume ~~~'1.,.1 • ~ronoptly to the F<deral Resel'\'e 
tory rul<S and regulations governing the offerong, wh1ch woll comonuno 
B.i,ks, HENRY MORGENTHAU, JR., 

Surtlary of the Tmuury. 

• • 
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UNITED STATES OF AMERICA 

l1 PERCENT TREASURY CERTIFICATES OF INDEBTEDNESS OF SERlES E-1943 

TUAauav DBPAt'tMENT, 

0PPJCK or TUB S~tctrrA•v ( 
Wos.Mngto,., N(J1Jemb'.r 30, 1942. 

L OFFERING OF CI!RTIFICATJ::II 
J, The. ~retary of the Treasury, pursuant to the authority of the ~ond Liberty Bond Act, as amended, in· 

, itcs liubscrtpclons, At par and accrued mterest, from the people of the U1Uled Stales for certificates of indebtednesa 
or the Uni~td SlAtes, dui4!"'ted ~ percent Treasury Certifioatu of lndeblednw of Series E-1943. The amount 
of the offering it not 1pecdically linuted, altho~gh allotments to commercial banks, which are defined for this purpote 
as baukJ a«'tJ>>ing detll&nd deposits, for their own account will be limJttd to $2,000(XX)OOO or tbereaboull. TAl 
boob "'"" bl Oft" todoy oM ""til /ttrthtr Mtkl /or tl11 rttn'pt of lv.bstripti.oftl Jro;,. otAus'tho" coHIHUTciol be""' 
JorthtW ou.,. cruo•"'· ottd ott Dtf'ntber 16., Dec.mclur 17 owl Du1Mbtr 18 for 1M ruftpt of S'Wbscriptitnu fro• 
(fiUU'TcWI bods Jor lhtir OWII OCCOtH•.t. 

IL DESCRJP'J10 N OP CERTIPJCATES ..,• • 

I. The certifieoteo will be dated December I, 1942, and will bear intttUt f""" that date at the rue of~ ptt­
«nt per annum. poyahk oaniannually oo }W>e I, and December I, 1943. They will mature Dooember 1 1943 and 
wiD DOl be: aubjc:ct to call for redemption prior to ~lu:rity. ' ' 

2. The i_,.. derived from the cutifiates shall be subject to all Fod<nl taJtes, now or hereafter UnJ>-<1-
~ «rtific;ucs JhaU be tubject to estate_ inhaiWK:e. gilc or other exdae l&Xa:, wbether Ftdual or State, but thaJ1 
bt exempt from all taxation now or hereafter imposed on the principal or intueat thereof by any State, or any of 
tht poss.HSions of the United States, or by any local taxi.ng authoriry. 

J. Tlte certifiaueo will be acccp<able to S«Ure dqloti"' of public moneyo. They will not be acceptable in pay­
ment of Utxes :tnd will not bear the circulation privilege. 

4. llt!l.rer ctrtitia.tes with two interest coupons attached will be issued in dc.nominatlons of $1,000, $5,000, 
$10,000 nood $100,000. The certificates will not be issued in regiotered form. 

5. The ccrtifiCltea will be s ubjtd to the general regulations of the Treasury Department, now or hereafcer 
prrscribed, governing Unitc.<l States certificates. 

ill. SUBSCRIP1'10N AND ALLOTMENT 
I. Subscriptions will be ""'eived at the Federal Reserve Banko and Dranchu and at the Treasury Department, 

W:ul1ing1on. Subteribera must agree not to seU or otherwise diapose of their subscriptions, or of the securities 
.,hich mny be allotted thereon, prior to December 19, 1942. Danki"i institutions and Je<Urities dealers generally 
may submit aublc.riptiom for accoun& of customers. buc only the Fedtral Racrve Banks and the Treasury Dtpa.n· 
mmt aff i.Ulhoriud to act as official age:nc:ies. Othtts than banJdn, irutitudon.t and steurities dealers will not be 
pmninOO to enter aubltription.s exttpt fc>r their own acxounc. SubiaiptiOOJ from c:omrnercial banks for their own 
attOunt will be rCICtivtd without depooiL AD other subocriptiono mUll be IICXlCII11paJlied by paymeat in full fa< tile 
amoum of ctrti6cates applied for. 

2. The S<auary ill the T........,. ....._ ... the right to ,..;.,.. any oubocription. in wbok or in part, to allot 
less tlwl the amo\lnl of ctnificates &jl!llied for, and to dooe the - .. to anr or all subscriptions at any time with­
... notice: ond any oction he ~my take in these respects shall be final. SubjeCt to these reservatiool, ouboeriptiono 
for an1Cl<lnU UP. to and inclltdin« $100000 from cocnmercial bonito, and oubocriptions in any amount from all other 
Olab.criben, wtll be ali<>tted in rull: ..;bocripliom for amounu over $100,000 from c:omrnercial bonks will be allotted 
on an <qual pereentace buis, to be publicly announced. Allo<ment noticeo will be: sent out promptly upon allotment. 

IV. PAYMENT . 
I. Payment at par and attrued interest if any for unifkatea allotted hereunder to or for the accoutLt of others 

than commen:illl banks muJt be made on o r.before'Dect:rnbcr l. 1942, or on later allotment. Payment at par and 
accrued interest to ~ember 28 1942 for certificates allotted hereunder to commercial banks must be made on that 
d•te. One d~y's ac:erued int<r~t is $(>.024 per $1 ,000. Any quolified depositary will be pe.rmi!ted to make ('!'Y­
!nent by crecht for certificates allotted to it fo r itseU and its customtn up to any amount for wh1ch 1t shall be qua!11icd 
m e.x<lC"-U of e.xtttin.g deposita, when 10 notified by the Federal Restrve llank or its District. 

V, GENERA.L PROVISIONS 
. 1: A• fiocal agento of tile United States, Federal Reoerve Banko are authorited and requested to reeeive oub­

~J)IM>ns., to make allotmenu on the basis and up to the amounts indicated by the Secretary of the Treasury to che 
Ff'dtral Re5trVe Danks ol the respective Districts to issue allotment not~ to receive. payment for certific:ates allot a 

:;:1: to malce ddivery of a:nificat .. on full-paid .;..bocriptiono allotted, and they may issue interim rCICtipu pendi"i 
"'t'rf of the deAnitive ot:rtificates. 

raiH 2. The S..-ry of the Tm.owy may at any time. orfrom time to time. pmcribe supplemental or~:~ 
ond rqulationo eo-nine the offering, which Wlll be ...,ununicaoed promptly to the Federal Reserve .,...... 

HENRY ~IORGENTHAU, JR-, 
Surrtary oft-14 Trto.111ry. 
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F E DERAL R ESERV E BANK 

OF KANSAS CITY 
FISCAL AGIIHr 01' TID UN1'I'aD nATJ.I 

NEW TREASURY OFFERING 

To AU Battkl, Tnut Ct~Mfa"iu., aM Others l •d1ruttd., 
Ftdrrol R11trW District No. 10: 

264 

November 28, 1942 

Semwy Mo~ hu imxd the lollowil1( otatcm<nl in .,..noctioo with the new Tr<amry 
olferil1(: 

••[a ordu to 6~ the war effort, which now is movinc into fWl 1tride. the United States 
Trusury will borrow during December the unprtttdent<d &urn ol approximatdy $9/XYJ,(#)/XYJ 
!rom all -r<a. This sum will be raised partly ohrouch the eontinuinc Ale ol Savings Bonds and 
Tu Savinp Not<S, and partly through ollerinp ol a number ol new Treasury issu<S d<Signed lor 
every claM and type o( invu:tor. Thus every Amtrk.an will have an opportunity to back the armed 
fon::et with bonda. 

The Victory Fund Committees will launch an intensjve Wes canlpaign on November 30 on 
thrte series or offerings of new securities. These well organiztd and expanding groups of 44,000 
volunteer workers, drawn Largdy !rom the 5Ccurities and banking fields, will solicit $UbSCription.s 
from Individual invutors, corporations, savings and c:ommcreial bank$, insurance comp;Jllies, lnstitu· 
tiont, tmsu and estate&. The President of the Federal Re.serve Dank in eath of the twdve districts 
ts 0\aim'lan o( the Victory Fund Committee in his district. 

At the aa.me time the \Var Savings Staff, with its 300,000 volu.nteen in e-.•ery community, wlU 
intenstry hs dri\•e to add at least 7,fXXJ,fXXJ more incon»earne:rt to the ranks of those already mYest· 
ing rqularly in Series E War Savings Bonds throu~:h the payroll .. vinp plan. 

Almost every eitiaen hu luods in lho lorm ol eurrency or bolllc depo&its which an be enlisted 
in the war drort io one. way or a.ootbet throuafl the purd\ue of Government J«Urities. 

The spedal olferil1(a 10 be aold under the dir.aion olthe Victory Fund Committ- will con· 
list ol: 

I. Twenty .. ix year 2~ pereent boocb due Dectmber IS, 19158. eallable Dectmber .IS, j96J, 
to be issued in eoupon or registered lorm, al the option ol the buyers. Comm<rei.al ~ 
whieh are ddioed lor Ibis purpose as banks acoq>~inc demand depooits, will ""' be penrunecl 
IO hold these boocb until ten years alter the date ol issue. There will be no limit '!' the 
amount o_r this is.sue, and no restrictions upon it.suanct vccepci.ng ~- temporary ~dusaon of 
eonunercial banks from ownership for their own account. Sublcri~oos books. wlll be ~ 
Novembc.r 30, aod will remain open Knra1 weeks. The bonds Wtll be sold tn denonuna· 
lions !rom $500 10 $100,000. 

2. Two series intended for banks as well as other inve&ton: 

(a) IX perc:ent bonds due June IS, 1948, and 
(b) M percent certificates of indebtedness due one year ahtr iuuance .. These securities 
will be ope.n for subscription by b.'lnks, and also by all other duses of tn\·es:ton, whether 
private, corporate or institutional. 
Salea 10 c:ommercial banks will be linlilec!IO $2,(#),(1:1),(1:1), or thereabouiS, of ~ch series. 

Application• !rom commercial banks in amounts, up 10 $100.~. will be allonecl m lull, and 
tarcer subt<riptionJ 011 an equal perceruag• buis. All appheauona !rom others oban eom· 
mereial banks will be allotted in lull. 1be tow olthae aeaariliea 10 _be issued lhua w.11 be 
the $4,(#),(1:1),(1:1) (rom ...,.,.maa banks, plus the lull amountaubocribed by olhers. 

COVP) 

( 

.. 
• • 
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For aD classes ol ..,boo:riben otl>er than CO<IImtf'cial banb, ..,boo:riptiou books will be optncd 
November 30 lor boch ltria, and will ranaiD open lor~ .....0. For COioWitl'cial bonlci oub­
ocription books will be opon<d November 30 on the I*' pe.,...nt boncb and will remain open unta 
the close of businas December 2 .• while bonks will be opened December 16 on the U .,......nt terti· 
ficates and will remain open until the clooe ol busineu December 18. In the caoe ol oueh bonk 
subocriptloil$, payment for the bon<ls must be made on Oecenober 11, and for the certificates on 
December 28. 

The I~ percent bond• will be issued in coupon or rea-i•tered form, at the option of the buyen. 
The U .,.......t c:ertifieates will be issued in coupon form only. The bond$ will be told in denom­
inatloil$lrom $500 10$100,000 and the certificates from $1,000 to $100,000. 

The 2~ percent bondl, I*' percent boncb and U pe.....at eertificatea of in<lebtedneas will be 
dlted December I, 1942 and will bear interest from that dtte. Aa:rued interest will be ehafied"" 
all oubocriptions for which payment at a Federal Reserve Bank or at an autboriud depositary is 
r<ttived later than December I. 

Any bank or trust company qualilied to hold war loon deposill will be permitted to make pay­
ment by credit for aecurities subacribed for its own account or that of its rostomen up to any amount 
lor whieh it shaD be qualified in excess ol existing deposito. 

All elements of the banking and securities business will conduct a vigorous campaign to as.sure 
the widest possible public pun:ha.sa of alt issues of theae securities. In conjunction with weekly 
sales of discount bills, these arrangement• will make approximately half of the $9,000,000,000 of 
Treasury borrowintr in December available from non-banking investors, while the other hall will 
be made available by commercial banko. The wideot possible public participation is eaoent.ial in til< 
inte_rest of IOund financing out of current income and aavingt. 

Aitu completion ol thi1 borrowing the Treasury does not expect to do further ~mjor financing 
until February. For its new money needs in January the Treuury will rely upon further aales ol 
Tax S..vintrs Notes, S..vinga Bonds, and Tn:aoury BUls." 

For further details as to the three wues being offered pl<asc n:fer to the Treasury Department 
circulan enclosed. 

Very truly yours, 
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UNITED STATES OF AMERICA 

Z~ PERCENT TllBASURY BONDS or lHWS 

Otl<4 aod t..amr-- ID ____ I. UG O..D ._ll,lJM 

OP TIIB UNl1'IID ITATIIII .AT P.U AND ACCRUl!D 1NTB11.rBr ON AND 
.AP1'BR DIICJUlBB& 11, lHa 

l£DEEMABLE AT TBB OPTION 

I. OFPBRINQ OF BONDS 

'TU.uUllY 0uAttiJBliT, 
Onu:z or TB& SJCUT.utY 

WIJI!ti..gt<>•, Nwtmbn' JO,J94Z. 

.. I. Tl•e ~retary of the Treasury, ~unuant to the authority of the Se.lond Uberty Bond Act, as am<ndedA.• 
IIIY!les su~puons, at par and accrued mt~ from the people of the United States lor bonds of the United ., 

Scates, dcs1gnated 2~ percent Treasury &nds of I~ 1'he$e bonds wiU not be aV3ilable lor subscription lor 

their own a<eount, by ~ banlcs, which are defined for this purpose as banks a=pting demand depOsits. 

The amount of the olfenng IS not specifically limited. 

IL DBiiCRIPI'ION OF BONDS 

I. The bonds wiU be dated December I, 1942, and will bear interest from that date at the rate of 2~ percent 

per annum, paysble on a semiannual basis on June IS and December IS, 1943, and thereafter on June IS and 

Dtamber IS in each year until the prindpal amount becomes ~ysble. They wiU mature December IS, 1968, but 

may be redeemed at the option o( the United States on and after December IS, 1963, in whole or in part, at par and 

oettued interest, on any interest day or days, on 4 months' notice of redemptioo given in such manner as the ~ 

tary of the Treasury shall prescribe. In cue of partial redemption the bonds to be redeemed will be determined by 

such method as may be prescribed by the Secretary of the Treasury. From the date of redemption designated in 

any such notice, interest on the bonds called for redemption shall c:.ease. 

2. The inoome derived from the bonds shall be subject to all Federal taxes, now or hereafter imposed. The 

bonds shall be subject to eatate, inheritanoe, gift or other excise taxes, whether Federal or State, but shall be exempt 

r,.., all taxation now or hereafter imposed on the prindpa1 or interest thereof by any State, or any of the possessions 
cl the United States, or by any local taxing authority. 

3. The bonds will not be acceptable to secure deposits of public moneys before December I, 1952; they will not 

~r the circulation privilege, and they will not be ~titled to any privilege of convenion. 

4. Bearer bonds with interest coupons attached will be issued in denominations of$500, $1 ,000, $5,000,$10,000 
and $100,000. Bonds registered as to prindpal and interest wiU 0. issued in denominations of $500, $1,000, $5,000, 
$10,000, $100,000 and $1,000,000. Provision will be made for the interchange of bonds of different .deoomiJlll!ons 

and ol coupon and regiltered bonds, and for the transfer of registered bonds, under rules and regulallons prescnbed 

by the Secretary of the Treasury, except that they may 1101, before December I, 1952, be transferred to or be hcld by 

"'"'mercia! banks, which are defined. for this purpose, as banks accepting demand deposits. Hov.;~er, the bonds 

may be pledged as collateral for loans, including loans by commercial banks, but any such bank &c<\wnng such bonds 

before December I, 19S2 because of the failure of such Joens to be paid at maturity will be requtred to dispose of 

them in the same manne~ as they dispose of other assets not eligible to be owned by banks. 

S. Any bonds issued berew>der which upon the death of the owner constitute part of his estate, will be re­

~ at the option of the duly constituted representatives of the deceased owner's estate, at par and acenled 

mtmsr to date of payment,' Prc-Witd: 

(a) that the bonda were actually owned by the decedent at the time of his death; and 

(b) that the Secretary of the Treasury be authorized to apply the entire proceeds of redemption 

to the payment of ·Federal estate taxes. 

Rtfillered bonds submitted for redemption herew!der must be duly assigned to "The Secretary of the :rreasury lor 

r'<dernptioo the procuds to be paid to the Collector of InternAl Revenue at ____ ...... - .... for credit on Federal 

~te tax.; due from estate ol _ ___ ...... -_ ..... " Owing to the periocljc clooingcl_~!}he riod~~~ and~ 
1111)>0ssibility of stopping payment of interest to the registered owner during the .,..... pe • • ""~·· ~ 
~ivod after the closing of the books for payment during such closed period will be pa!d only ~t par With a ded!K· 
hon of interest from the date of payment to the next interest payment date ;1 bonds rece1ved dunng t~ closed penod 

lor poyment at a date alter the books reopen will be paid at par plus t~AXrued interest from the reopentng of the hooka 

10¥1111 
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to the date of payment. In eitJ;Ier cue c:hecb for the lull aix~ 1..-due on ~last day of the closed period · 
will be forwarded to the owner In due course. All bondJ submitted must be accompanied by Form PD 1782,• !'1'01>­
erly completed, signed and sworn to, and by a c:ertilicalle of the ~t of the personal representatives, undtr 
seal of the court, dated not more than 6 months prior to the submias1on of the bondJ, which ahall show thst at the cbte 
thereof the appointment was still in Ioree and effect. U pon paymatt ol the boodo •P~~"~Priate memorandum rt<tiJ>t 
will be forwarded to the representatives, which will be followed in due course by formal receipt from the CoU«tor 
of Internal ~enue. ( 

6. Except as provided in the preceding paragraphs, the bonds wiD be subject to the general regulations of the 
Treasury Department, now or hereafter pr,escribed, governing UDlted States bondJ. 

IlL SUBSCRIPTION AND ALLOTIIENT 

L Subscriptions will be received at the Federal Rese,:;e Banks and Branches and at the Treasury Department 
Washington. Banking institutions and securities dealers generally may submit subscriptions for aa:ount ol custom: 
ers, but only the Federal Reserve Banks and the Treasury Department are authorized to act as official ~s. SuO. 
scriptions must be accompanied by payment in full for the amount of bonds applied for. 

2. The Secretary of the Treasury reserves the right to reject any subscription, in whole or in part, to allot loss 
than the amount of bonds applied for, and to close the books as to any or aU subscriptions at any time without not~ 
and any action he may take in these respects sball be final. Subject to these reservations, .aU subscriptions will"be • 
allotted in full. Allotment notices will be sent out promptly upon allotment. 

IV. PA YIIENT . 

L Payment at par and accrued interest, if any, for bonds allotted hereunder must be made on or before n.c.m. 
her l, 1942, or on later allotment. One day's accrued interest is·$0.068 per $1,000. Any qualified depositary will 
be permitted to make payment by creclit for bonds allotted to •its eustomt!'S up to any amount for which it shall bo 
qualified in excess of existing deposits, when so notified by the Federal Reserve Bank o! i~ D!'trict. 

V. GENERAL PROVISIONS 

L As fiscal agents of the United States, Federal Reset'Ye Banks are authorized and requeSted to receive sui> 
scriptions, to rna~ allotmenfs up to the amounts indicated by the Secretary of the Treasury to the Federal Reserve 
Banks of the respective Districts, to issue aDotment notices, to receive payment for bonds allotted, to make delivery 
of bonds on full-paid subscriptions allotted, and they may issue interim receipts pending delivery of the definitive 
bonds. 

2. The Secretary of the Treasury may at any time, or from time to time, prescribe- supplemental or amendatory 
rules and regulations governing the offering, which will be communicated promptly to the Federal Reserve Banks. 

HENRY MORGENTHAU, JR., 
Stcrelary of the Trtasury. 

' Afl exact balf·)'ttor'l l l'lt«dt II COfllpottd foe cod! full haJf.yur P«fiod lrte.ptctive of die achsal eaabu of cl.aJ• iA the lla1f ,at. For 1 fnc:tfoNI J)ltt 
of u.7 balf Je&r, COD:I.put.atio. i1 -. \1M bNl• o( tbe lldual nllfti!Mor ol ~ l• ••h WI ,..,., 
• 'Mtc trtMfu boolrt .,, dottd from May16 to ]Wie IS, lllld froca Nowmber 16 to December IS (botl dM.- lodul" ) t. .cia ,_,., 

Copio o( Pon~~ PD UU ....,. be * .• iMd ffOIIt ~ Pcdmd RtKI"ft B&U or ,,_. tk t'reu!ll'7 ~. W..a.l~, D. C. 
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O.oember S, 1942. 

IJeu ~ra. Reid: 

This ia just to toll you bow I'IUcb 
I appreciate the wonderful aupport the 
ller llld Tribune baa been gh ing to the 
Victory Loan and ;7ar Sulnga caapaign~, 
especially in your newa and editorial 
ooluana of last Wonday. 

In andition, Wr. Wandere haa been 
of great help to me end to the Treasury 
generally, and I an more t han grateful 
to you for haYing made him aYailable at 
t his time. 

Sincerely, 

(llp.,t) B. k~thaa, lr. 

Wra. Hel en Rogera Reid, 
New York Herald Tribune, 
230 Weet 4lat Street, 
New York, !lew York. 

FK:ogk:eg 
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Cooy 1n Diu•:r 

Cop1ea t o !boapaon 

-"" 

( 
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O£cs-• 

111 dear ltr. Pollo71 

Thie ie juot to t hank 1ou, IDd through 1ou, tho oxooutiToe 
of thoeo oarrlore reprotented at the P07roll Saviac• oontoronoo 
with Mlllblrl Of -t ttaff en liOYoiiMr 1~. 

The progi'D reo-ndod to tho lnd.uetPJ 'b7 tho oontoronoo 
hoe t he filll appronl of tile Trea11117 o.part.nt. I .. oon­
f1de nt that thla progna, it oarrlod out, will lMI'MIO tho 
rate of eniac• in 11'ar Bond.t, 'b7 railroad OJIP101"'• to not 
leu thiD 1~ of their ~U"pto pq. 

The Pqroll SaTlAgt Plan tor the purohuo of 'far Bonde 
proTidll • oonnniont IUIIl replar Mth04 of 111Tutlng in the 
~tourlty of our oo'lllltPJ. Savlac• of thll ltlnd oro .. poolallT 
iaportant booauto the7 o- out of ourront boo• and thut 
help to roduoo pretturo of oxoo11 tpoadlng on tho prloe 
1truoturo. Pqroll SaTlngt oro al10 !.portent booauoe tho7 
make tho purohue ot 1'ar Bond• • tlrot ohargo upon the ,,._ 
ploT"'' budget. !he, are thut to 'bo dietlngulohed tr011 
lnToet .. nt• out of larre aoou.ulated laTina• for which other 
Treaour,y toourltlee haTe been doeicned. Tho P17roll SaTing• 
Plan thue poraitl tho TreuuP7 l)opartllont to dhtlnguhh 
between tho "pqroll dollar" IDd the "lssYoet.lnt dollar," 
wbiob onabl11 ue to ohart • oo~~probone1To progru for ralelac 
tho largo 1\1111 Of IIOM1 MIIIIIP7 to 'bring tho war to ID 
early and Tiotorloue oonolutlon. 

!Mrioan rallrtaao oro ..tlng an outatandlng ooutributlon 
t o tho winnl~~& ot tho war 'b7 bandl1ng tho beaTieat load of 
tr~ntportatlon in our hiltory. I u auro t he Induetey with 
ita one and ono-balt allllon worltoPI wlll aooopt tho oddl­
t1onal prblloge and dutT ot iiiTea\lng 1~ of t ho pqroll 
in War SaTl.aca lloDilt. 

Slnoerolf TOUrl, 

Wr. JohD J. Pollo1 , Copy 1n 01ar7 
Proda.nt, AuoolaUon of AMrioan Rollroade, Cop1ea to '!'bo~~p aon 
Tro.uportatlon Bulldhc, 
l aehiacton, D. c. 
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TO 

FROM 

TREASURY DEPARTMENT 

INTER OP'F'ICE COMMUNICATION 

Mr. llorgen t.l1& u"" / 

~r, C&lla ha~"V 

Attached is our latest nn opaper adverUoement. 

' 

268 

DAta 12/J/L2 

• . . 

( 

' 
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What's Mrs. Petrov got that you haven't got? 
Mn; M.u . Pflro•. ddrtfl ol tbti SG¥It1 Ut~loo: 
w~ .. tbt N a.tl P•lltc:r l>hltiont • pproad!H die 
JIIUIJ Pruo• f.r• lo tbe UllnJ-. abe ._.,.._ wht.t ..... 
,_ withe. 10 ....., • h"uc d .... . ..,. op to 
ta- 1'1rlor ,.....o<H. MOtlfli lo dM CltJht. weft 

....ud wiG lltf'OM- TIM- ;.n olln.&. &1111 '"'""Q ................ ..., --· wt..idl 
W ahn .... dM.IM•• 10 __, ...,W ol P"'" 
dou_ ... . .. .... 

"'* ,u..., .... two,...... c:Wloll-. · '-bhe-
bu .... ...,. IOodM dtefuac:ut, M.n. ~ 
............ ,... Sht ..... Mck- dM hoow 
w\oue .. . ... '-« ._..,._. ha4 •• " laaJIP1 
• • • wh«t tMJ t.ad w«ked " lu.td to make a 
-.. ~or tlw:it ,,.n,_M •PP'Jed the f()or'ClL 

Now, ••ti'J'bodJ le~ dd t C'OunllJ lc.nowt !hat 
~rkal!lt •r• ,_. ,...ulodc-•J capable of saai• 
ftee-tt trlmiJ dtic:.rellnfod to bt•C Hid" 11 tn 
dtt llvnlaru Of u1bod7 d» qa nr1h. 
ht-bf lh4 Lord lhr,-..Jo • • h••• co wtic 
tlll I Nnl 1•1\k COIIWII roiiJng up the IUtf'l 
bdoH we ,,.., 111 

We a.rt".n'• bein1 u lctd 10 lw.u• ov.r ho•u aod 
dC"JUOf "'tJtltlaa •• owa. Pt.._ .. Cod, • • 
Ot"Ytf will IJ«. 
Buc - _,. bdoa u ktd eo I~• dw P.rroll 
Sulo~ Pko ted,., •• kul10" olov nroa..,, 
imo Wu 8oocW Wt'H bel .. uk~-"''-
to -· • I ' IIG I PH 5I! ...... • ... dtb ...,.,.,. '" • aoo4 ,..,. ......... .... - pod 
~ We"re-ktqukM•...,WuloMt 
., ltdp ...._ .,.. ....-. ,....w. • .- •u for 
tbt ....,..__ ...,_w.I*'C'"-.Iebt aa4 ~ 
o- pocb ... . ,_-au, ........... w ... 
dM: ldlowa wiM.,. 4olq .. ~a a~ ...... ... 
n..t·a .-Job. A.d k'• • ~" t~tt,c ..,..., be doG. 
UDtil "Uf fll0dlti"1 1011 ol • • b buyla.J boodt 
uaotil b h..nt. 
Tbtn ..,.., rlgb• now, attiJ peopk _.ho CMI~bt to 
be bu.yinsWar Boodtlhr~a:b eM l,ar toliSt•loa• 
PlaD-4-~d 11111' t. 

Risbt flO .... whlk .om• of th• ,.opt. lao tb• 
Pot.yroll S.•ln&t Pl•tt ,,. lltdos alid1 """ tbao 
to~ 101 ol odl.-.u ..,, l••ulloa ku .. 

.. TOP THAT 10% BY 
NEW YEAR'S!" 

Lets chlti!J .. tba~ timttio~kk. If y011 trta'l 
lo IK P..rroll S.•h•p Pl•,._.lstt v.p tolHrtow. 
u roe're • lrtadr io, ""* , .. , •.• hk 10. ,.._. 
t&iw you.t NJ.hts. And if JOif na pv.l Ia .ott­
doh. 
..... ( . Mtt. p~ COl .... - ~~. .... ,, 
Noddop Ln'a~ld 

• • • 
WMAT YOU SHOULO 001 .,,.. ..... ... 

l. .....,_,. ..._..... , .... ,_ "" .. -~ .... .,_,. ... ,..,.,.. "'"'-' ..._........... .. ,.,. .,.._ 
:..w~ .. . ,._...,... .. ~ .. ,, -.. .. ""- ... 
u--..._..•fft-'ia-•-- · 

) , ....... "' • .,._-"'" ik ................ . .... 
ltua"c .,.. latniW ...... . ,_ .... ...... ,.,.. 
. .. ot .... ___ ... _lfk UII'I Wt.t~•ll•tl 

rit;lll .... ,. Til• lonol bowolt. .. 111 bt s lt4 to hoi,.. 

c. Uubl• 10 •" ln 011 \111 V.7rotl S.•'-11' " •• for .. , 
fU-'00 0 . 0 10 1'(lllt toe-a bt.llli IN • btr.'l', hoot.41 ""' 
.old. Th~ .. w. ... •'-• 10 ltttp , .... .,. • t'l ... ol --

BUY U. $. WAR BONOS 

THROUGH TH E 

PAYROLL SAVINGS PLAN 

T b ia • d•erchu•eat h a coo u ibudoa t o A medea•• al l·o•f war cHo re br ••• YOUR NAME HIRE 

... - .. -·-- ....... ...... _... 

( 

•• • 
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TH E WHITE HOU SE 

WASHI NGTON 

Deeed>er .) 1 1942 

Dear Honry: 

l~y thenke for sendin~ c:e that 

reeord1n;: or the son;; - EVERlBODY 1 EVERY 

PAY DAY -- o! which Serceant Richerd Uhl 

and Corporal Tam Adair are the aut hors . I 

"" vor; glad to have it . 

With best wisr.es 1 

Very sincerely yours , 

~; 
STEPHEN EARLY 

Secretary to tho President 

l~rablo Henry Uordentheu1 

Th~ Sec rotary o~ tho Treasury 1 

llasMnaton1 D. C. 

I 

' 
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w.-...IHOTOH 

Deo .. ber 3, 19'2 

Deer Hen1'7 : 

Thank 701.1 Yel'7 auoh t or )'Our note ot Noy•ber 

tb.1rt1nh an4 \be r.oor41na ot 1l'feeybo4:f, E't'e1'7 Pq 

De)' 1 an4 1Kuoh t or the New Int antr)' 1 b)' Sergeant tlhJ. 

an4 Corporal A4&1r. It vae 1n4~e4 k1n4 ot 701.1 t o 

aen4 U to ae. 

81noerel)' )'oure, 

Tbe Honorabl e 

Henr)' Morgenthau, J r., 

8eoret&l'7 ot the Treaaur)', 

llaeh1naton , D. o. -· 
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THE SECRETARY OF" THE NAVY 

WA SHIN O TON 

1 4o IIPPI'eclah J Our 1<1ncll1eu l a u acllac onr \o 
ae the record !.a« tbat wao vrl ttea tor tba fre&IVT 1>7 
tba two ~ aiD 1n coaaoctioa with the Yar JoDcl Cupalp. 

272 

1 l<nov I will recein auch pleaouro f rom heariac it 
plqlcl bacl<, 

Slnoerel7 70ure, 

'l'he lonorablo lleDJ7 Morreatbau, Jr. 
Seoretar,r ot the 'l'reaeurr 
Yaeblurtoa, ll. c. 
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THit SltCROAAY Of" COMMitRCit 

WASH INGTON 

Deceaber 3, 1942 

I u glad to bave tbe record ot 

• EY11'7bo¢1 EY ' 1'7 Pa,.:!ay .• 'fho.nlul eo INCh 

tor eending it to me. 

With best wiabea, 

Bon. IIAIIU'1 llorgentbau, Jr. 
The Secretary of the Treasury 
Waabinston , D.C . 

' 

273 

, 

' 
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Dear Helll')' • 

THE: SECReTARY OP' THE: INT!:RIOR 

WASHINGTON 

December 3, 1942. 

274 

I appreciat e your thoughttulneas 1n eeoding me tho record or the eong 
c0111pooed b)' Serseant Richard Uhl and Corporal Tom Adair , in eoMection 111 tb 
the ,rar Bond oampaisn. I ollare 'llith you tbe earnoet hope that this oong 
will help the driva. 

I ..., talc1ni the record h01118 and will pla.y it tonight. 

Sineenl,y your a, 

Secre1Ar7 of tha Interior. 
Hon . Henry l•orgenthau, Jr., 
Secret ary or tho Treasury, 
17ash1ogt.oo, D. C, 

, 

' 

.. 

•• 
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TREASUIIItY DEPARTMENT 275 
INftll OPI'ICa COMMUNICATION 

Storet&r7Korgenthaa 

R&JUI.elph Paul 

DAft 

Dto.U.r a, 

If •• want to io oo .. thing oonorete for the 
budnen MA, I thillk we eheulll put u uto..tio 
extenoion for filing 19'2 oorporation tax retarne. 
The extonoioa ou be ooniitionei on a tentatiTe 
return with a p&J1Uilt of tax. I thillk we will lo11 
nothing mi will be in effeot .. the a Tirtue of 
neoenitr. !he thillg .:, be foroei on u UT ft1 
if we io not agrt~. U we MTt nlutaril.y n will 
oultiTate a great ioal of COOi will .. Oilg buaiDeiO 
aen an.ll aoooatmto. 

For fOUF further intor.ation I attaoh herewith 

' "PT ot • __. .... ''h-~"1• 

!ttaolaent 
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TO: lir. Paul 

From: llr. Surre;r December 3, 1942 

Re: Extensioutof time for filing 1942 corporation 
tax returns 

Judging from di•ouseions I had on my recent trip, 
the question of extenaions of t ime for filing the 1942 
corporation tax returns appears to be a matter of grave 
concern to corporations and their t ax accountants. Their 
office staff• have been ao aerioual;r depleted b;r the war 
that the;r believe it will be impossible in a great maD¥ 
casu to file returns b;r llarch 15, 1943. The;r conae­
quentl;r feel that a restrictive polic;r on t he part of the 
Treasur;r would be unfair and undesirable under these 
unueual conditione. Unless a liberal policy is adopted, 
they intend to aak the Congreaa to grant an automatic 
extension of time earl;r next ;rear. 

This question of extenaions of time i s one of 
paramount concern to business men. It thus involves a 
situation in which our cooperation would assist in 
maintaining desirable relationship• between the business 
world and the Deparbaent. It would appear possible to 
alleviate the difficulties raced b;r bUsiness concerns 
during thi.s period with reapect to the filing of returns 
and at the same time safeguard the llarch 15 revenue 
collections and provide the necessary statistical informa­
tion. Consequentl[, it would seem desirable that the 
question of extens ona of time be given serious considera­tion. 
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, 
l'llrouant to the Secretary' s IU18Mt1on thet we Jxplore the 

pou1bU1t1oo of eollbinin3 eOIIpUloory lendins wit h oxpane1on ot 
a aoe1al security program, the followins plan ie in{bloittad u a 
ouggee tod approach to tho problea, 

I t 11, of oouree, to be referred to tor dieouaeion only 
within t ho Treaeury. Noodluo to oay tho propoeal 1a eubmitted 
only in the brief..,t outline eo u to confine d1oeuoo1on at this 
a to&o to oeeent.ial prinoiple. '!here will be ample opportunity 
to !o.....Ut.l tho propoaal in &reator det.IU 11' the general 
principlu ourrln prel.iJiinal7 d1ocuol1on. 

The proposal baa the tollowins objectivo11 

l . To roieo roughly $25 bUUon annually in cOilJNlaory 
l ending u A meana of ro<lucing oxceae epenclin& power during the 
war, and eilllplitYini our pr ograa of financin&. ('nlie would nplaco 
about $8 billion of tho $10 billion o! preeent ealee of war ea~ 
bondo . ) 

2 . To provide security during the poet.-... r period agoinat 
unemployment, aickness, accident and aid toward exceptional 
oxpondi turee arieing tram death of any member or the family. 

) , To help prevent a post-war depreeeion during tM period 
o! traneition !rom •er to peace oconom;y, whil e ret.lining adequate 
contral to prevent a post-war intlation. 

4, To heishton the .orale ot the ci..Uian population by 
p ving tbaz:a tho ueuranco ~ that tho end o! war pr<><»ction will 
not ....,.. inlecuri ty. · 

5. To reduce tho preeeuro tor continued production o! 
a,...nto attor they have ceased to be neoeuary end to epeod 
up conYeroion to peace u- production . 

To accoiiiJ)lioh the above aima, the following etepe are proposodo 

l . '!'he President ehall declare that the !iret 12 IIIDnthe altor 
tho ceeeation of hoetlli tiee a hall bo named the "Xeai'-of-Post.-War-­

Adjuotmant. • 

2 . '!'hero ehall be impOsed ae soon as poee1ble a cooopulsory 
l endins progru doeigned to yield about $25 billion. 'lbis program 
shell contain appropriate ex8J!Ptiono end grllduaUona and ehould, 
so tar u !ouible, be collectible at tho ao»rco • 
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) , ~~ the Iear-of-Poat.-Waz-.Adjua~t. cert.ein poat.-war 
banet1te ehall be automaticlll!T pqabla aa followa• 

(These benet1 t. ~t.a are in the uin net. intended t.c supplant 
arranganenta now in force , ) . · 

a. Pereoruo dioemploye<l during t.hat year shall roceive 
u .ch month l/12 part of their t.ctal contribution ll&de under 
the above cllllpU].sory lendin& plan, plue a tlat sum at the 
rata of ~5 per weel<, theae payment.a t.c continue so long as 
he 1a unemployed, but not later than the end of the 12-mont b 
period . (lleaaures will have t.c be telcen t.c al1•1nata fraD 
thia benet1 t. tboee who do not intend t.c accept a job if 
offered . Obviously, it. will be illpoaaible t.c aecure an,ything 
approaching perfect aagregation.) 

b . Contribut.cre and their dependent.a who, during the 
year ot paat.-war adJua-..ta, incur adicel (includins 
""'t.arni ty billa), dental or hoe pi tel billa in exceaa ot 825 
ahall recei•e 75 percent of the axceaa but not 110re than 
lj200, 

c. Contribut.crs who are unable t.c work because or 
injUry or Ulnoaa longer than O<o weeks ehall receive the 
unemployment benefit eo long oa that peraon 1• de<~ll'ed 
incapacitated. 

d. In tho · event of tho death of 1 contributor during 
thie year, his estate ebould reoeive hie ent11'8 contribution 
plua $1.00 to cOYer f\merel axpenau. 

e . In the nent that a dependant. of a contributor 
should die, the ·contribut.cr ebould receive $50 fro• b1a 
acc\lllllated contribo>tion, plus $50 troa tho l-Und to help 
cover the exceptional axpenaes. 

t , In the event a contributor .arriaa durin& thet. . 
l2-110nth period, he shall be pel'llli t.tao t.c w1 t.hdrlw up to 
$500 ot hie contribuUon and ehall r ecoin an additional 
au. of ~0 t.c help cover wedding expenaea, 

4, 'lbe Secretary of tho Treasury, w1 th the approval of the 
Preoident, ahall have the authority to set forth, fro11 t.im8 to 
t1G10, cata&oriee of re~ent.a t.c contribut.cre of their acewmllated 
contributiona juatit1ed either on the grounda of urgent individual 
need or on t.he grounda of the general economic situation. 
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The S.or etery of the 1'rMIIUl7 ehall ben the authority to 
provide tor the . return of the contribution at any tiJie in caee 
ot special herdeldp. Appropriate mach1ne1'7 can be eet up for 
the purpoee ot -tina: tide requir_,t, . 

S. '!he 1nteree t earned on the tllnda accumla ted Wider tbie 
coq:>Ul.I01'7 lendin& plan ahell accrue to tho fund and ahell be 

used exclueively 1n the ~t ot benefits and not added to the 
lllii>Unt of 110ney of individual contribution. 

6. 'the President ehell have tba power to extend tha Post.­
llar-Adjue_,t Period !or ~ add1 tional year it, 1n hia judgment, 
the general econoedc eituat1on renders ouch action delirable, and 

d>.>.ring the t extension the b.,eti to w!dch are pered tted a ball be 
in !orca during the extended period, 

? • Beginning one year after the l2......,nth period, the remain- _ 

ing contribution• shall be retuzned 1n quarterly installolents . ,..... ...J....-.J.... 
(At that tiM tbere -.J.d doubtleaa be J)l'OTided a,•ep!Nalle~ '' 
reinvu-.te 1n GoYe,.,_,t securitiea which would have te,.. and 

conditione appropriate to the then prevailing circwostancoo.) 

8, '!'he compuleo1'7 lending procnm oeasee when the President 
declaree the beginning o! the yes.r of Poet-liar Adjuatment, except 
where 11abilit1ea have accrued and have not been collected. 

However, it there 1e no eignitieant diaapl.~t alter 
bostilltiea ban eeued, the President ehell have tho authcrit)' 
to continue the prograa ot compuli01'7 lending in whole or 1n part 

!or an additional year. 

The period following the ceaaation o£ hostUities MY be one 
of considerable 1ndu.etrial boom becauoe o£ the acc:uD.Ilated pur­
chasing power o! tho public and o! deterred unsatisfied wants. It 

is quite poasible that th1a period will be one ot severe curteil­
unt o! e-.plo1M"t 1n particular localitiM and induotriea . lie 
should retain the !lu:l.bility to handle tide apparent peradoJt of 
general bOOJI end local diaemployment. Thie could be done by 

retainina the c0111pU].oo1'7 lending on a .!\Ill or tractional ecale 
c!ur1n& the period of poot.-war adjuetment while the pel"'ente tor 
post-....,. Social Securit7 benefit will be 11'1 operation. 

In vile o! tho !act that the contributions under thia 
coapulec1'7 leading yiald no 1ntereot, the acc:wnulation and 
distribution of the fund illpose only an adldnistrative burden 
on t he Govomunt, (and what an edminietrative burden I) aaide 
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troa tM coat or benetita c!Utnbutacl. The ftlue to tba cantn­
butor who recai'f .. no direct benetita r•t• in tM C>'fft'oo&ll. deaira­
bllity 1n pr'#'t'Ctina intl.at1on Uld of uaurina bill a r .. .,.... or 
purcbuUI& power wh., the farooa of ac~atacl unaatiofiecl c1..anc1 
will be ... l&rs-17 or 11hol.l.7 spent th-el.fta. 

It the year of poet-war adjuetm ... t ahould not baaiD until one 
year attar the proaru were to be atart&d, the 1wld would be ... 
ac01111ul&ted by tba bagimina or that :rear about t2S billion 1n 
principal ancl 1375 •1111011 1n inter .. t (aetiaatina int-at at 
2 l/2 percent). 

It 1a .. ti.aatacl that darUI& tba Poet-War Adjuataant Year, 
outpoponta total11na tlO blll1011 are not unlJ.kel.;r, probel:f l/'J 
or which would ccaa out ol CCllltributiona, the reuindor ropra­
a.,tina all in~at ~ation plua additional papenta r.­
the oa...rna .. t. . (1bia USlaiO diaaaplO)'Ilent or lO llil.ll011 peraOIUI 

tor an a....-aao ot 40 -··) 

The juatification durina the poet-war adjuetmont perlocl or 
out~.,ta or that magnitude 1a to prn.,t tho 11Dpact or the 
tranaition traa a poet-war oconOII\t' to tall on the d1e•ployecl 
f:X'OUP IU'lcl el.eo to noid maao decrease in purcbaoins powor with 
ito concomitant economic and social conaequencea. 

The adoption ot a caapuloory lcding proar• of tho above 
lll&gD1tu4a 110uld obrloual:f draaticall:r cut into tho voluotar;r 
bone! purcbaoina plana. It woulcl Yirtuall:r oauoe the voluntar;r 
wage aa'finao plan to diaappear. !towner, it woulcl, in -:r opinion, 
be a ara ... error to .. ,_ that tho adoption of a ·~··r:r 
lUidUI& proaru aoana the coaeat1on of voluntar:r bone! ,.ll:IJla pro­
arau. Tho ocala of the bone! aaloa proaraa would doubtleso be cut 
but it woulcl atill lea..., aaple ecepa t or aorel.a building and tor 
upla:IJlUI& the aiu or the war and tba need tor oacrit1ce, etc. 

Inaotar .. th .. objecti-.a or a wluntar:r bond aalea proaraa 
ia tq help tinance tba war by pttUI& people to 1>111 boncla, tb.,, 
clearl:f a caapulacir:r lendina plan approaohina tbe aagnitudo hereio 
•uaaootacl 11 tar aare ettect1vo than ia tho voluntar:r sanngo plan. 
Insofar &a tho objectift 1a tho build ina up o! morale, etc. , then, 
in 11;f opinion, a wlimtar;r eann&a plan un.,.1.111borod by tho necee­
oity to produce reoulta of tlS billion a year or 110re can do a 
better job. 
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Deal' IOI'IIUI 

lhon I returucl frca IV trip 

out w .. t, I follllll 70v letter ot 

loYoaber 2lat. I ... ••1'7 tl.a to 

rooolYo it and haYo reed lt oare-

Tolll'l aboeroq, 

(!ll ,.od ) BeDJ7 

Boaorablo Jor.an DaYla, 
Cbaii'IIU, 
'-trloan loa Croaa, 
latlonal Ba.aquartora, 
Wuhh&t•, D.C. 
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AMERICAN RED CROSS 

NATIONAL HEA DOU AITIII 

WASHINOT O N , 0 , C . 

283 

lo,..llber 21, 1942 

I wao worr IIIICb l.nterooted 1n hoYI.nc :raur iapreooiooa • .,.,_ 
corning the Red Crcas actirltieo which you oaw while :rou Wllre 1n Greet 
Britel.n e.nd I UDderotood bao :rou that :rou hod DOt had an opportunl.1<f to 
oee a creat deel of the Red Crooa aotlrltieo . In Yin or the fact that 
all ot the reports which bon c ... to • bao 8\lOh people aa lira. a.oo..-
... u, who &&w a great deel ot our aotirlU..o, aDd t:rao Artbnr ~ercer, 
who MAle a o.,.plete aDd thor<NCh INrYI7 tor • durl"i Allgll.llt e.nd Septellber, 
aDd that your report ie the tint W>fa-.oroblo ono which boa cOM to "'II 
attention, I u excpec!lngl;r am:iOWI that :rou obould DOt fol'll nnta-.orablo 
iapreoaione on whet :rou told ae was a Ter7 auporticial inspection of a 
liai ted DUIII:Ier of our Red Croao clubo. 

AU' of 118 who are intereeted in prorldilli welfare aDd 
recreat ion aotiYitiee for the United States Forces abroad recognise tho 
tact tbut it will talco t ime to porloct thole actirltiee, There are -
dittioultles inherent 1n tho prObloae which we are attempti"i to solYe 
since ahippi"i apace t:rao tho United State• tor oqul~nt and transporta­
tion facUltieo tor personnel hoYO boen oo 11111ted, Last llareh (1942) 
General Cbano1;r, then 1n c nd or tho United States Forces, asked tho 
Red Croaa to ootabliob a YV7 l iaitod Dlllbor or cl 1lb aDd recreotion 
oontera , particularl;r 1n tho larcer citiaa 1n Groat Brital.n, 1n order 

••• 

that tho MD c..tng to tboae citiee on laaYO would hoYO a placo to al oep, 
oat aDd onJqr """" .lasrican ataoophero. .lt a later date when General 
Bilenhower ~Yod 1n Great Brital.n be aekod that we llllbark on a con­
aiderohl;r 110re allbitiawt progru and conoidarlnc tho liaited tacUltiea, 
lncl udl.na: tho creat ebortage of bulldl.nge and the groat prOblaa of shlppi"i 
tr.,. tho United Statea, enr;rone l.ncl udina: General EileDbower has boon 
taYOrlbl;r l.apreseed rlth tho rooulto wbich we bon achiOYOd. lie now haYo 
approxi.Mtel;r tor1;r cluba operatl.nc 1n Groat Brltel.n. .l t ow ot thoeo do 
not bon ae yet all of the oquipaent which th17 should han a ad will haYe • 
lie &lao hoYe in operation oonral clubiiObilos which are wiaiti"i the ..U 
o~pa in tho aore remote places and hoYI eatlbliabed a canteen oerYico on 
the dooi<e when troope orrin and are eatlbliahing certain facili t 1ea at 
certein ~ railn;r pol.nte. B)' March 1 we will bon 120 club• in operation. 

lie ho ... got ten tiliBI r .. ultl bOC&WII or a ClOII cooperati ... 

( 
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nl&UcAthip with the llnited Stat.. U.:, &lid with tho Britbh G<w.......,t, 
Tho Britiah han bMn aost paeroua and approol&ti.,. of oar prd>l..u &lid 
han render ed ua cr-t u d 1t&Dco in tho aattor of loca tinc bn1ld1np in 
the aroa1 whore there ha.,. bMn p-eat d.Milld1 for tho TOf1 llaitecl apaco 
which 1111 not all'~ taken for illportant actiTitiee. About tho first of 
soptMbor • • roached ocapleto agr-to with tho lliniotor of Intonation, 
Jlr, Brond.an Braol<on, who hao b- d.odpatecl b)' the Britiah GoYen.ont to 
act in tho aattar of hoapitali t;r to United Statee troopa . These acr-
1116nta 1nolll4ed DOt onl.T faoUitieo which tho AMrioan Red. Croos would. aot 
up but tacilitiol whiob the Britiah wero operatinc. lie atated. that it no 
not onl7 doairablo but eaaantial that Britiab orranisationa obould continua 
to rondor 1wrTicoo to our forcea &lid that in 8I1V inatancoo thiiT ohoul.d. 
oxpan4 thoir .xtotiDs facilities and in other instanooa create now fac11-
1tioa. .lttaobod rou will fiAd. a COP1 ot tho otateao.nt of agr-nt b ... 
toroon tbo 111Diatz7 ot IotorMtiAn and tho Aaerican Rod Cross dated Septuobar 8, 
1942. 'llo aro in conatant contact witb tho lliniatry of Iotonoat1on with 
ratoronco to tho carryiJli out of thoao acr-nte . • • • 

'llo aro warldnc oloael,J with tho Onitod States o.nthoritiea in 
locatifti now facilities and are folloWiDS their adTico On tho order of 11rSODC)' 
ot l ocation ot our club and recroation contare, General Eieonhollor baa 
approTod a plan agreed upon botwMn bis 1tatt otticorl and tha Aloarican S.d. 
Croll and he 1o kept tnll,J iotonoed with rator01140 to pl&lla for tho oreatioo 
ot now fao1l1 ties oi thor b'1 tha Aller! can Reel Crooo or by Britiob agoncioa. 
I at tach for 7our cootidontial intonation a etateaent which we han rocontl,J 
rocoiYod trca General Eioonbowor whioh 70U will noto ind.ioatao his approTal 
or tho work wo are doing and oxpreseoo appreciation to tbe Aloerico.n pooplo 
for their aoneroua support which hal aad.o poetiblo this work ot tho Aloorico.n 
Red. ero ... 

No one who is f'en1J1ar with tho work which we aro do1nc 1D 
Groat Britain would. aa;r that it is porfoot and all of' ua are conacious of 
tho fact that iepro-nts can bc aad.o and iaproY ... nta are 1D fact plo.nnod 
and will bo put into atf'oct aa aoon aa 1hippin& fao1l1tioo aro aftilohlo and 
u aoon aa tho Brltioh Ganrnunt author1t1ea can -.Ito 110ro bu1Jd1nge aftll­
ohlo to ue, All ot ua worldnc with th .. e prd>l- aro 1apo.tlont to OYOr­
tho d.itfioult1es &lid are eooperat1nc t o do 110. 

I waa qui to aurprbod on rt;f r eturn to rt;f ottico 7eatordq 
attornooD attar ., coMerntlon with 7ou to hoar that at a luncheon ... unc 
or tho Onr1oaa Club 70u llad.e unco.pliaontor)' rotoronce to the work ot tho 
Red. Crou in Groat Britain. I bopo tho ohon iotor~~at1oD will at lout 
to uke 7ou feol bettor aatlatiod about tho work ot tho Red Croae 1n Great 

Tho HCIIIoanl>lo 
Honrr llorpntht.u, lr. 
Soorotorr ot the 'l'rouur7 
DepartMnt of tho '1'rouur7 
'llublncton, D. c. 

S1noorol,J, 

£_ . ...-4Jhh, 
• 

• 

( 
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tile .a-1- Jle4 Croaa 1e the - oc-07 of it.a t1M. to -

oar .lnoe4 ,_ ...... ....,. !lroa aC'Yioaa rtlld ..... ill the llle;ou 

n .. , ........ Mea iloftlubla • 

.lt tiM aooraa of .lMr1au Jta4 ero .. Sarrtea ClaM ..WbliaMi 

~t Qraat llrlto.la .... r-, 'lllUa • 1 ..... , an able to .~ ~ • 

to.1a -u, loclpap, w-u• u4 l'&CI'•U.J au wUio .. .a-1-

looooa at ..... -. 

t1roa 11e4 0roaa ........... ,_ .. w1o11e • doatr, • 1a at -

cr .. t .. ftlaa ..... - .... laoapitalia ... 

I _.,, .,.U too lo1Pl¥ ot tho """ati\a wllloh loaft ranlt .. 

fl'oa the ... altUII attlll'to of thoM .... ,&4 ill the work lalll'O. Cia 

.......U at _. r-aa ill the .... pau !ll.eatlll' I daaire to tll:pl'&ll& ap­

Faoia\1• to tiM .llllll'ia&ll .,.opla tor tlaail' ......... •ppclll't Gioia 

....... pouibla the aplll'&t!Gu at tlaia cr-t erpa1Mt111o. 

( 
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BOARD OF ECONOMIC WARFARE 
Of'FlCE Of EXE.CVTIV£ DIR£CTOR 

WASHINCTON. D. C. 

Dft 8 1M& 

Tbe Secreta,., of the 1'rea1JW'7. 

Enclosed are the llinutea or the Metln&a or t.be Boerd 

or Ec0<1oelc lfarfara which were held on Octol>er 29 and 

287 

If there are aqy correotiona wh ich you care to suggest, 

pleaaa let •• lalow. 

Enclosure a 

• 

••• 
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SECRET 2aa 
~...,2Ltho l.lccting of thu !lo!!rd of llco.nomic llarfarc 

Hold OetobGr 29 , 191.2 at 10 :00 a . "' · 

A ccatin8 of the Board ot l.conoo:dc llarfe.r~ was held 1n t!K. Vico 

Prooidont ' a o!fico 1n tho Capitol Bu1lc!in8 nt 10:00 a . !"• en October 29, 

191.2 . 

Those prqss..nt: 

The Vico PrGoit:ont , Chairaan of tho Bocrd 
l!r . D<lan Acheson, r~prcocntin(f tho Secretory ot Sto.to 
1!r . E. fl. Bornstein, r cpraeontin8 thL Secretary of the TrL45\IX7 
J.!r . John L . lolcCloy, raprooantins the. Sccrotary of ?far · 

;~. Charlo• Filby, roprcoonttncr tho AttornLy Gcnarlll 
Tho Secretary of tho llavy 
J.!r . John Lockwood , reprc.sontin(f the Coordinator of Intcr-Amorieon 

Affaire 
llr . J:: . F •• Stottinius, Jr . , Lan4- Lu.e" Adtliniatrlltion 

In addition. the. f'ollorina 2'-taona uyrc present: 

llr . flll)'no Tllylor , Dopart<1ant of .Coocnoreo 
l!r . li . L. ClAyton , DopartCIOnt of Comoreo 
!lr. Loslio llhoolor, Department of Agriculture 
l!r . fi>rold H. II off, llar Department 
IJr . Thome K. Finlcttcr, Stat e Dcpartcont 
Llr . Horbort GC>eton, Troe.oury Department 
llr. &rbort Pcois , State Dopartmont 
llr . AdlAi Stevenson, lin 'II)' Dopo.rtloont 
llr. llilo Porldne , Board of Eoonoml.c lle.rfo.ro 
!lr. Cue Cr.nfiold, Board of Eoonoo:dc Tl"'"fe.ro 
Hr . Hicla:ll.n Prico, Jr. , Boord o! Lconocic r.ufllro 
!lr. 'flm . T. Stano , Board of l:.conolllic llo.rfuc 
IJr . E. fJ • Gllumni tz, !lo!!rd of Econor.ll.e I ufe.ro 

Ax1• Blockqdo !!ynning. 

Tho Vice Proaidont oponod the • cotins 1nd1Ciltin8 tbllt too first itc. 

on tho Agenda wue Aldo Blockade Runnin8 . A statooont prepared by tho 

Bonrd of l::conor.ll.o Vfnrfnro Wlls eiroulAtod Qt the CIOatin8 • 

llr . Porldne col:ll\lontod briefly on tho r.cport, 1ndi®tin8 that G<rmnny 

end Jnpon bod dovolopcd a sisnifioant J:l<4nS of intcorehllnso of goode by ftY 
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of blockndo runners, rlith some twonty- fivo vossols nvnJ.lo.bl<> for such 

trade. f!i th tho ships nvailoblo , it is ostimntod that o .. rmnny nncl Japnn 

can oxcbnngo around 225,000 tons of critical mntori nl per yoor in <.o.ch 

direction. h'viC:cnco indioatcs that mjor sbortcgos in both countries l)o.vo 

boon relieved to some oxtont . Continuation of tho trcffic noulC: onnblo 

Germany to bo furnished with supplies of such importnnt i t ems ae natural 

rubber, tin, tungot on, fnts , .oils and drugs. It is likely tbpt Jop0n would 

rocoivo principally mo.ohinory and f i nisho<! industrial procru"cts. Contin­

uation of tlx.. traffic would strengthen both c.nomios o.nd tend to offsot tho 

offoctivcnoss of th<> blockade and proclueivo purchasing. 

P.bil o i t -.ms r ocognizod t hat blockade running wns ~goly n matter for 

tho military nuthoriti~s , hlr. Perkins indicated that . tho problem woe brought . . 
boforo tho Boord primarily because of its offoot on proolusivo buying. If 

. 
blockade running wore to bo expanded, tho policy with rntoronco to proclu-

ei vo purchnscs might have to bo r ovisad. 

Swo4ish Trade Policy. 

Tho Vice Proddont road n letter from tho Pro~idont. nith .roforonco to 

tho question of trndo nith Sweden. Tho Prvsidont incliootod his wioh that 

tho Board submit its rt.COilllJondotions on th~ trndo po:jJ.c:y to be 1'ollo11od. 

Tbo V1oc President ntntod that n statement of foots ·on-Swedish Trade, •Trcdo 

Policy Tow--...rd Svodon" had b<.on circulo.t~d . Discussion .then centered on 

tho foots as to Srtodish trade, Sr;~dish i mports nnd exports from outside tho 

blookndo nron, anci·;,ithin tho Axis dominotod area. In goncrol tnorv was 

) 

) 

acooptanco of tho fnoto ns s'tatvd in the; r vport . ) 
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It WQS docidcd to r oquost tho Sub-colllllittoo on Suodish Trodo to sublllit 

its rocommc.ndotion os to tro.do policy, ond to sublllit tho Snodish Report 

ond tho Sub-committoo report to tho Joint Chiefs of Stoff for such comments 

os thot aroup might 11ish to nnko. Tho on tiro problem l'las to be. eonoidorod 

furthor ot tho next moot ing, 

Tho moot:tng adjourned ot ll: 15 o. m. 
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A meeting of the Board or Economic 17artare waa held 1n the Vice 

President's office in the Capitol Building at 10:00 a.m. on .,...,er u, 1942. \ . 

!!!2!!!!.-R!'.!!.ont : 

The Vico President, Cheirr.~ or the Boord 
llr . Dean Acheson, ·r epreaenti:·g the Secretary ot State 
t.:r . Harry w.Dite, representing the Secre tary of the Treasury 
1:r. ::l. l' . Patterson, representing the Secretary or ·7ar 
:.h'. J'emes V. Forreetal, representing the Soc rotary of t ile Havy 
1'1•8 Socretary or Agriculture 
t :r . t:elaon A. Rockefeller, Coordinator ot Inter- .lmerican dtfaira 
:!1' . !11lliam 3att, l1al' Production Bcnrd 
r:r. E. a. Stattinius, J'r., Lend Leaao Adl:liniatration 

ln addition, the tollo111ne persor!a nero present: 

blr . John Loc!rnood, Coordinator of Intor-Acerican Affairs 
!.lr. :layne Taylor, Department of Commerce 
Mr . w. L. Clnyton, Departr.~ent ot Coamerce 
L~ . Loelie >fueeler, Department of .\griculture 
;.:r. Hllrold 'H, Neff, :!ar Department 
lllr . Thomas K. Finletter, Sto.te Oopnrtm~nt 
!.lr. Herbert Fois, State Oopartmont, 
:tr. L. W. Douglas, /ar 3hipp1ng ..ldl:linistrntion 
Mr. !Ulo i?orkins, Board of Economic li'e.rfnre 
'-h' . Cas a Canfield , Board of Economic liartare 
Mr. ;:iJ:! , T . Stone, Board of Economic :'lllrtore 
~llr. Llorrie ::loaonthol, Boord of Economic · rartare 
Capt . W. D. Puleeton, Board or Econcmic :Jo.rroro 
:t!r. E. W. Caumnitz, Board of Econot~ic lnrtoro 

Crxptoste&ia 

Tho Vic' President opened tho oaot1ng, indicat i ng that tho first sub-

ject for diecusaicll vms tho report on Cryptootegio, copies of Fbieh bad boon 

circulated ( "Roport to the Board of Econonic 'far taro on Cryptostogia datod 

tlovombcr G, 191.12. ·') ;.:r. Porki ns wua askod eo co!llllOnt. 

!.!1- . Perki ns rovict~od briofly tho dovolopoont in cryptestogia, stating 

that tho plont gave promise or boing an ir~ortont eourco of rubbor--scion­

tiata indica ting that it had gr~nt pos sibility -but that o~ri~nts bad 

not proeoodod rar onougb to know d~finitoly wb~th~r quolity .7 ould bo 

••• .. 
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acc~ptablo und~r c~rcicl conditions. ~cetoristics or tho pl~nt it~r 

troo u growing ~tandpoint cro not too cl~c.r, and t opping or h.ll'Vvating ao:boea 
: . 

..1N still in tllO c x,orimont :.l ~togo . At tno s:uno timo tho scod aupply 1a 

limit~d, but suffici ent s~od is u vcil~blo to nl lou somo ~xpnnsion in pl~nt. 

ing . Duo to pr~vi"ll,s ox].:i<,ricnco in hlliti, 'lrr:mgo!JOnt s hr.vo b~on ln.~do for 

c.xp:lnaion or ·.crc-:go in th . t · .r~ .. "i th lim.i tod cxp~.nsion olsc:7hc;rc. 

t.loears. Ach~son · no :lock~r~u~r r t is~d c;u~ations ".s to the c!o~1r·.b1lity 

or 30m.. erypt ostcgi ·. J)l· .ntinga in C<.ntr .1 .An..riea, J:r. inl] bcenllao or grou-

ing un. nploym<.nt in th·.t area, whil~ i n II 1ti th~ l cbor supply " s l ou 

plentifUl . Mr. ?orki.ns st · t cd th .t th. first oxp~nsion proj: cts b~d boon 

concontr t od in li•.iti pric~rily boc"uso or aocu o~ricndo l'fi~h tho pl· nt in 

th . t area, b~c~uso s~~d ~>~s w il".blv th . r v, boc••tso l •nd :.-..s w-:11-..blo tor . . . 
11llB~d1 ... to pl·.nting -.nd b~o".uso it rl".a doomod adviac.blu t o eoncontr ... t.o t ho 

first pl•.nting so t b0.t oxpar1m..nt •.l nork could be contorud. At ·tb•. ;.~d or 

.notbl)r 60 to 90 d".ya, if progreso nor~ t ·.vor ·.bl o , Mr. Porkin3 st".t d th".t 

eonsidor tion uould be givon to ~xp".noion in oth~r -~~~s. ~· Cl~yton ~ddcd 

tb t be un~~rstood l .bor trs plGnt itul in H 1t1. 

Th" Vic. :>r~oidcnt tl:.. n st t~d tb t s1 r.co tilc.t d-vulopY>:nt of cryptoatGgi' 

~s ~ ooU:ro~ or rubber :7".3 highly qu.ation~~lo c~cLpt unde r ry:r conditions , 

l oss r~p'Orcuasion 110uld i'<.sult 1l r.cN g~o · rcr~ sc .tto.>rod in o_vor ·.l 'lru• s . 
• 

Sl7o.>d1. ~ .Trc.d~ • ..f.ill<:.l 

The Vice Prosi d.nt t hen r cforr Gd to tho question of tr·;do p~licy uith .. 
Sinco tho l~s~ oo~ting, tbc sub-comcittoG h".d ~.do ~ r eport con-

toli11 ing its rcCQITlOnd·.tions, tno r Gport b.: i ne; aubru ttod by tho Bo' rd of 

' . 
Economic t'".rt·.ro, Str.to Dop".rtoont, t:· vy ))..p'lrt~m.nt ·.nd 7:- r Produ~tion Bo, rd 

but :71th f/.U' i>-.p".rtr:unt diesor.ting. Copi Gs or tho sub-cormitt ~c NJ)Ort 
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and a revised factual atateiDOnt bad been circulated to "---• .,......... ceoi>ere prior 

to the meeting. 

In conformity with the BoQl'd decision at ita meeting on october 21l, 

copies of the factual atetor.~ent on Swedish Trade, "Trade Policy Toward 

sweden" BL-10- Hev. 2 and tbe sub-ooamittee reoOOillendations, "Trade Polley 

Toward !llleden" BL-10- b were sent to the J'oint Chiefs or Starr for coa>enta. 

r;o co::mer.ts bad been received t rom that group aa or i;ovember 12. 

The Vice President aalted whether the sub-contnittse reco:nmendationa 

ware agreeable to State. ll.!·. Acheson indicated ebat tbe report woe agree­

able except the lest par t per~grapb on Page 4 and the first part paragraph 

on ?age 5. It ~as his thought that petroleum shipment should not be made 

contingent upon concessions being gained from :Peden. 

Thora was considerable discussion o,' the rscoamondations of tho eub-

cozMlhtee and particularly of the point raised by Mr . Acheson. The follow-

ing resolution nas passed, 111th Messrs. Petterson and White r eserving tbe 

rigbt to dissent: 

'RE30LV]D T"rlAT over-eeae trade with Sneden be continued, including tbe 
shipment of petroleum products in exctango tor oo~tmonts, secret or other­
wise , or the types to moot the objectives of this government set forth in 
par3ers phs a. to l, or the r~common~stions submitted by tho steff of tbe 
Bollrd of Economic iZ~ rrare dot~d llovember 5 , 1942; nnd th"t this policy be 
cllr-riod out in consul tation r11th the i r-terostod agoncios by tho l.losrd of 
F.oonomic liarfa re in colluboration with the Dopartmont ot St~te. '' 

It <~as 11grood tbr.t in tr1nsmitting tbb !loord r osolution to tho 

Pr<. eident, it should be point..:d out tb 1t tho l.ltY.>rd r~solution u·ts p~aaed 

~itnout b~ving cvr.il~blo th~ comments of tho Joint Chiefs or St1ff. 

Tho V1co President st• t od tbnt copids of ~y l " ttar r oc.ivod from tho 

Joint Chiots of 3t~ff •,1ith r ofor<>nco to th~.o sub-oom:n1ttco report ·.1ould be 

sent to Board members. 

Tbo mooting nd journod n t 11:30 n,m. 

..... 
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OFFICE OF LEND-LEASE ADMINISTRATION 

FJVE.f'Jf"JU:N 22d S1RE£T NW. 
YASHINCTON. 0. C. 

E. R. Sttu"'i"" )t. 
Adminittrator ' 

I 

Tho Honorablo Henry Yorgenthnu, Jr. , 
Secretary of the Treasury, 
Treasury Deportaont, 
liaohington, D. c. 

De,. Ur . llor geatbou: 

December 3, 1942. 

I have a met>OrandUIO froo Oscar Cox dated !loveaber 23 
~inc •I t h1nk soce serious consioer&tion ought to be given 
to hov high the British gold and doll.Air bo.lancee should be 
Ulowod to rise, particularly 1.n view of the ooss1ble boolllel'ong 
fro~ t he standpoint of Congress • react ions to add1tionul 
al>>ropr1a tiona" for Lend-Lease . I under stand tllnt your records 
uho• that 11s of October Jl, 1942, tho Ullited Kin<:dom' s official 
<lollnr balance was ~37 , 000,000 . , und its so-called "avillable 
gold" $468, 000, 000 . with an sddit1onul oo-called "acattored" 
fiO! d of U2J,O ,OOO , OOO., and that tho United K1n(ldom 1 s aold and 
c!ollar 1>0s1tion is gro<~ing 1ncreas1ncly atrong . 

In the ~ight of these facto I t hinlt it lli3ht be r:ell 
for DoM Acheson, Lillo Perkins, llltd ,,. to llnvo n t.cillc Ttith you 
about thia situation and the ,x>soible edviaabill t y of telt1.ng 
steJ>B through Lend-Lanse operations or othorTtise to keep the 
!lritis h coah1ned gold and doll.Air position froo rising c:ater ially 
above ito present r elatively high level . 

~· • 
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Oeu Viotora 

I hMTo r our httor ot lfnwllor 26, l UU, 

~lth ra1peot t o oort&ia oporat10QI 1R f r •Reh f r&Roo 

whioh haTe oa.e to 7our attont1aa. 

Su.h lraaaactioao caa oalT be ottoot.a 

lllldor uo- &ACI houo are q pora1tto4 tibeR t.hq 

e.ro a the lntor .. ta ot t hh Couruo11t, t1114or the 

c1ro111Ul&Riol 1t wolll.4 be protera~l• that 110 further 

in~uir7 be ..Oe with reapect t o the trano•ctlana whioh 

10~ baye Dotl•.a. 

Ill'. not• Rou41&, 
liO IIMket.Uor Plua, 
Nn lork, II• York. 

S1Aoerol¥, 

(81p«<) H. M~thaa, Jr. 

Phot o t ile in Diar7 
Original tile direct t o Paul 12/~/~2 

( 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Secret1.1ry rorgenthau 

kondolph Paul 
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o"n -OECS - ,_ 

.Jo tllink the transactions which ce.mo to Hr . Roudin •s 

attention \tore operations on behalf o.t: t he Oifice of Strategic 

Services . 

• 

• . -
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ROll: AMr1ou Ooablll.ah, Al&lera, Al&aria 

DArla Deoeaber ), 19~2, ) p,a, 

NO. I 6) 

Thb 1e • ~~aaaace troa .wr. KurphT, 

2S6 

Reterenoe la ude to hlecru no . Ao4J;, .. nt br t he 

Departaent a\ 8 p.a. OJl Nonaber ) O, 191>2. 

I ha'Ya been into~ adY1 .. 4 b7 the henoh autbor1t1u 

that the ur1Yal ot a Pol1ah repreaentet1Ya .. ntloAad 1a 

the hle&r&a under reterence would be wlooae4, Bb 

pr .. enoe hare would be uaetlll. troa our a t&ndpoint aa wll. l l 
Unottlol~ I h&Ya d1aooYared that all ot the gold 

balon&1ll& to Poland referred to h&a boon eont to K~ope, 
' the a &IIIlO &pparentlT be in& true w1 t h regard to the Bela ian 

gold wb1oh waa atore4 ill JTenob Atrioa at one tta., I 

haYa &lao obtained 1ntor .. t 1on that .oat ot tbe lrenob 

gold 1a atill hare but it 1a not all atored 1.n JAT•• &ll7 

lOJllar, ApparentlT lt baa been aoe t tarod ..eng aaYar&l 

dlttereat plaoea~ 

OOLI 

-

v 
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PAlW'J!RABI .Ql 'l'lj!IIOR!M Rl!CBIVBD 

lR<Ifl AMr1oan lbdlaaay, ChWI&k1118, ChiD& 
DATil Deoeaber ), l9~a. 9 • ·•· 
1110. 1 ua~ 

291 

Kr. Ball Pahh, the Britb h 11D&Do1al A\\aoh6 , WhO h allortlJ 4epart1D& tor London and troa t here will so t o Wu h1ll6ton, sue ue the t ollow1118 1ntor.aUon. lor aou t 1 .. now neaot1at1ona tor t he uae ot the 5r1tiah cr edit ot a~o ,ooo ,ooo haTe etoo4 at 1ll. Sneral propoaala han been .. 4• by t he Chin••• but t heae were not aooeptable t o t he Br1t1ah beoauae they 414 not oontor a to the Br 1t1ah r equire­ment that t hia ore41t ehould be utilized tor ~urohaaea .ada within and onlJ tor the duration ot t he war . LahlJ Wel lin&t o.o. Koo •peraonally• epproaohed the Br1t1ah imbaaay, with the .lalowle46• or the lolinbhr or J'1.o.anoe. J(oo .. ~~.. t he t ollow:-118 • uaaeat1onea 

1. That when t he war ••• alaoat at a.o. en4 &114 the Brith h lt.llew that they eoul4 spare maollinery an4 abipa u.etul t o ChiD&, the ore41t ba uee4 t o t1.o.anoe tranafera t her eof, or 

a. That t bu ored1t be uae4 t o take OTer ouatom.­aeoure4 l oan• t o ChiD&, 

It ••• .. t hat th& 5r 1t11b di d not wiall to aooept e itll~r of th .. • plane , .u yet tb&J bne not qree4 on • plan to uee the loan, !'be IUnbter of J'orei.&n Atta1ra, lolr . Sooac, hal not been ooaau.o.1oat1Te a bout the utter but there 1• hope that be a&T work out aome praotioal propoa1t1on ~ben be aakea 1111 reported T1a1t t o London, attar hie return to Wa&h.lJIC'o~ 

CJAD88 

' 
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OFC ~ --

l1r .... llro ... 2.81 

~S.ia~\e,_le..,etls •• n. 
1M20 - ••c u. ~ et tile I..s. as:u ' •·It- UIU co u t s. .uu., w-.. s.- • 
ft-d·1 

... 0 ... _. Uilll Qssa ' el X.... -tJ IF ... 

- ...... ,_ na2oe .. lu-~-

1 • c <•··•., ... L t.-. ~ .. ,. •• 1 • ..,.. 

, ... ~ ia.. ·- ., .... I'~ .. lu- ... 
l..u. G- '-

'Snssrsl, ,._.. 
(Sif!ned) H. MorgenLb•ll, J r • 

.. ,..,., ... ... ~. 

ll'o Ao "• lw2oeo ••• 
...... ' tiUJl..,., ..... 
, , 1 ·~---. 
's ,, .... , z. c. 

(Mar ked •Cont1dent1al •t 

Phot o t ile 1n Diary 

Or1g. t ile dJJ:~x.t t o Vb1 te's 
ott1oe 121'+/'12 

• .. 

( 

••• 
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PAAAPilRAI!o; OF TEU:OIUM lli.CIItJUD 

r iiOMI ~~l'l- LecaUen, Tehnft, INn 

DAT£ 1 lo ... ber 11, lt42 , 11 a.a. 

NO . I ~'P. 

30tl 

fhe BrUt M lltnhbr ant I han 'been tntorae4 bJ \he 
I rulan Pl"be lltnleMr tbd U!e lllaeetu OonrMeU hae 
toraallr reqau\e4 ~~ 4~t:an· O..eJ'DHn\ ie !lake a 
tlnan01al llfii'IIDID\ etaUar ie ~~ lll'l U ltt-IPM1111 111'1._ 
a en\ ot the 26\b ot X., ot thl1 rear. h ha • 'been pi"'J))H4 
b)' the Au11lane ~'' liM pa"'J Oplft art4 4rav on a non­
lnhreli 'beal'lq aoOOWl\.l il'leH aaoollnh ie 'be ln the 1iail 
ban 'Ill ot eaM OOllllbF. eoul .. eat voul4 'be ottaaie4 at 
the en4 or oaM '"""" oa the baete that 'belartHI t~Gul4 be eotile4 60 Jill' ooe\ tn .. llare and 40 per 01nt tn pld, 
" ' hne 'beea .on Hd br Ula Priao lltllh\er Ulat he obJeot• 
to Chi pi"'poHd Rulltan 8.81'1 .. 111\ etnee ln atteot U ...,lll4 
neraU the Rlan1 arte .. uko l'lll'ohiHI ln han on nrtuall 7 
a ore41 t ball 1 . U ur be noted that the Soneh are nev 
11ekl111> to l'lll'lhaH ~ illoaeaa4 iou or l'loe, 24 \hou .. ll4 
tone ot 'bel"ler a.nd I illcnllalll tone or 'Mtleat. Mother reuen 
tl\et the Pri .. Mtnleter 11 eppoeol t o ~e oropo11d "gre•ea' 
ta t het the doll en -.14 'be •' ibe .. ,.o, or the So net 
Go•ern.ent llnee ihiJ would reaatn on depoelt ln Moeoov. 

We hne 'been adY1Md b)' t he f l'lae Mtnlet er tblt u 11 
hte tntonilon to OOllniOJ• w1 ih a propeeal that an III!I'IIDsn\ 
be a ade alona t he Ua11 or that 'bo'-Oen INft and the 9rtUeb. 
I hen 'boen reqaee\ol bT the Priae 111Dleilr ie aeoeriala 
vhe\ber Cbo UaUol Statu Oo•ern..nt ta wllllllf! to enter lnil 
an l f!NIDM\ etaUar .. tbet tn etten between Iran 11110 Che 
lll"l Ueh tn order thai Aaol'loan 1111d1 rol" rtale ••r 'be obtained 
cUreo\17 troa the lronlan Oonrnaent rather Cl\ln throiJih 
Bri \hb IOIJI"oal, 

I 

• . -
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The Uni t ed Natlona hs ve b ~en pouring ccnoider~tble 
uounu o r rorelgn exch"" 80 into Iran to oov ~r t he ex­
penna O f t he l r f o roea Md t r &na)lo r t 0per11 t1ona i n thAt 
c ountr y, ln recent montt1a , t heta ''""'""ituree hu e b•en 
r U·,r.l y u f ollows: Gr eat Brltllln , 300,01)0 ,000 r l 8.le 
mou thly; huat:la, 100 , 000 , 000 r1nle ••ontnly · Unl t ed St un 
1~ , 000 , 000 rials mon thly, (tho preaent r ate or exchanKe ' 
i~ 32 rials t o t he do l l a r ,) Although t he Depar t a ent'e 
information ~ i ncomple te, 1t eeama t h • t, coupl ed with 
11 gen• ral l y l'l.e.ng ;>rlce le .. l and poaa1bly extenal'fe 
noardln~ or curr ency , theee heavy r uroh•••• o r l r enl an 
r~nJe hnv ' brouLht the rlal bAnk no t~ c iroul~tl n once 
core ur t o the le.,;&l ll:ri t tl Hd by t he • t~ Jil e (-· r lla.:ren t ) , • 
7he I aJli, hAs be~r. r~luc:~nt t o ln~r•~ •r th~ ~trou!~Lion 
l Cl.l. • • e Of fet' r O ot :r fl • tlcn " !:1 1 te dlot'Otlt,t~tlnn at 
t l. t fn.llurt' o r tt.e Ur. l te~ llst1one "CYf'rn•rntt t o " roYlde 
.,,.e t t r.: o t.l'.c r ;:rt..et·1Pt .. n~, .. ~ c ... r-~r :r.r · ,., ~ n tt"n.., ~"" ~,.. ot 
: . . e •rr 1.1n,, eeoncr.y . 

1 • wl ll be rec•l 'ed •.h'\ n rl r llnr • 1t w :1cn Prooe 
l ;.t t r · r .uL rn·~ ~ · ' !I f1flt t! cc~ by t h fll c n n<- '11 :" !. n of .,.he .hfl~lo­
•rM.l ' .. t i r.r ; c1al .o..:1•ee t • t of ":1 ~6 . !>urine Cctcr•<r , 
, .~ 1. "''·"' (J,(f't fC c 1' c.:u r rf'nc:r r r t" H!l' fl . t h r l r ltl r: h Oov m -
Otot brOUC!lt p r c;.• onr6 t c l'oonr t O oh t•l n f ul f illment of 

Li. u t flc.,l' t nr. cr.t tl.rou6t. nutho r l r tl < r. by t h• ::. JUE o f the 
h••••t rco of \.w bllllon ~~ .Ht1or ~l r1 •1 G 1n e••rrenoy , 
.. rur much nc..,o1.t1 tlon , t t.f' rriL~ ) 1n1·~· r "11' ' Pf. to 
1 r ot c tor tho 1 c ru., ~Io c or e,Clt:t , .,,.,0 ,roo rlr.l .!n new cur­
J•attcy , of · . .lch 15C , OOCI , Or'O 11rre t l\ b~ "'m~rk•~ ro r Allled 
r'lU)-C: • • noc • f!p nl ' 0 Elt.,reoC. t o li'I"JOn&Or t n n 1., 1UIU:r:e Of A 
rur•n~r 1 , 000, 000, 000 rlnla , provldnd the unit~d ~tate • 
• n~ J r tR t Brl t nln vould ..,'Uar~ntu t <• :;.alte un ""7 deflc lencJ 
!u .i:rnnlnn 11rl'lli c :oc;~F prlor t t !.- 1.nt r.• r nc: '>f th~ 1943 
h&rYern. 

ina eC0 ,000 ,0~ r i a l 1G8U' ~RI , ln fact , AUthorlted 
durin& the f ourt h week 1n Oc t ober, b~t it oopaors th4• 
t •. e quanti t :r All oo,. tad t or t he All1~· h fle ~ l re,.dy been 
<ll .. kUHed, The J ep!lr t l!leo t or S t • te •nd til• "'relgn Oft ic e 
hnve now aar eed upon an un~erta~lnn >I t ' r~~•rd t vheat 
QUpply t o Iran wh i ch l t l a expected ~111 ••tlofy the 1ranlan 
Joi" Crn~>~cn t ani! ~<hlch will probnbl y be a l gned ano 11~de r•ubl1c 
wHhln a ehort tlme, Th< f orft1 11n <' rf'lre hft~ ··r opo .. d , and 
t1111 Iiopnrtmen t baa agreeO, thn t n c n 1t1••n nr ecedent t o 
t h l e under tek1ng ahall be the o r en t ion of an l r enl en com­
••1n1on t o contr. l the ourrenoy, r r eaum11bly wlth r ul t 

power 
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pover t o 1ncreaee c1rcu1At1on at v111, t hue re~o•1ng t he 
currency qu ee t 1on rr -c t he hAnd a or the Kn J11e And glv ing 
grent~r ~ •ournnce that the undertak1nge or the l r an1on 
Onblne t vlth reaoec t to note 1naue vU l be t u1t 111ed, 

Ay a te1egr .lllll dated November 11 , 1942 , the •l<:erlcan 
lo. ln1B t er at 1 chr~n has r eported t hnt t he l' rlrne l!ln1Her 
••lo11ee t o conc l ude a r lnancllll ll«!reeo.cnt wlth the Uni ted 
• tl\ \81 1l1ong tile 11neo O f t he Ani!10· ! ron1Rn llgreement Of 
;.lly 26, 

Hithe r t o t r.E ~r1nc1~ftl Al : l ecl ~xpor.~! t~r~~ ln Irnn 
hnve b~en ~rltloh , ~n · the cur-~ncy ·rnbleo hnr , c cnee-
<~uor. t!y 1 h-;.er: Of ::- !"'!.Qbry CGnC~trn t thf' Ji r! ~1- •• PUthcr1 tie l. 
l:u\. ev r r, the Ur.l \.~1"1 ::At.Pe ln ur.<'c rtr f!nr V:t8t y ur~at~r 
rospor.8lb1l1t1ca 1n !rM; , t.r.<l 1t er•ne ·•r r-brb1e th~ t our 
f!"~ Cn(! :.urP£ , ti.!"l:>: CO:.nP(SU 'nt r.P('I- rot- l J•I'r • .:.nr. C' l!r:-r .cy , 
\ 111 8{ u nl or &H .. r;--r!" £ tr.. ... ce c f ':!':.f' r1 :Olt! . •·!. :h~n ~ f~W 
ntn t i.c . 

,f\ b nc.lq_;rc\.!1(. ln~'"or;, ~1on , .!.t l n or lnte r,.e t t o rto t c 
~ .. c f ollo ... .:.nt.. fl b··ures or. ~ran!.fln bttuk t.o t ~ c ... r cu:r tlcn: 

June , 1940 - - ------ ~90,640 ,936 r1R1B 

Aui!UU t , 1 . 41 
(Juet before AnK1o-
hu ne1Rn occuout!on) -----1, 3?? , 101, <6~ r.n1o 

~ ... ;-, 1!' 42 --------l , d4l , 30!l , L?b r1 R1o 

Se otoiObftr , 1942 
( author1 ~ecl) --------3 ,000 ,~~.000 r !a19 

tlo•ember, 1942 
( eu thorJ. ~ ecl) --- -----3 , 5CO ,OOO ,COO r la1e 

Note · lt mar be auul:l ed thA~ 11Ctuftlj.Mo.i.1.1.r .. c,.u_l,.e•t-1~onttw_11a • cl 1 l ., Yl r tual l y 1dent1c8l w1th •u t .\orJ.n o rcu "' 

• . . 
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.P'ROI.t: American Legation, '1'ahran, lro.n 

DATE: l10VOmber 2C, 1942 , 6 p.a. 

uo .: ) 86 

10J 

f . b lll Wt.$ enllcted l aut :.lght by ~lle Mu j lis under which 
it surrende r s its 90wera ovor currency to t he currency 
oommittoo wldcu ls alruady 1u exiotc:.oa . n.o ~ollvory 
ot l' l:.ole t o t he Allies by tuo D&nque :..oll i e .. &a boe o 
_,ro!lllatJd by tho :•rime JinloLor Lor ~o . ...orrow . 1!:ore will 
bu or. l=uJiat e uJetiool, 01 ~te currency ~ot.rd to eor.aider 
add tt;onel i s sue or r ials. Inaa~~oo a6 the ri tlsu now 
teal tm.t t hey .. ave r .:oa ived s .. u~t .. otlo>.o Ou t _e curr ency 
• ueotlon ,..., are yroceedi "<.. a t oncu l..i.t:. Lile d .. cler a t ion 
o ~ncorldl . ., wneat . 'the text. or l.llt< o1 .. .-r .... or u1ll e nacted 
by 1.:1o -Ojlis is as t ollou e: 

Art 1cle Ons . <'rom the du~e ot 1.118 ;>uaslo<t. of t Lis 
l to"' uul. .. ori t.y ror t t e l aaue Ol' no,;" a lu vested iu t be 
Note l!ooerve Coatrol CoiiWit.too . 

1.rtiolo Twll . TLo Dir~ctol" Ceuor c:l of l:"i ncuooc , 
Doctor J.l ealptiut; h , wlll IJecomc u .umbux· 01 t he .. ota 
l'looorvo Control Co= ittee o.ttur Lio tl.l'riv ul. 

.u-t.iole Three. The oondl tlone tor tlle lsaue ot notee , 
au t hor i ty I"()r which ia veot.od by t.h ls luw i n t be ilote 
Roaorve Coni.r ol Col!llllit teo , will bu l'ixun b>' <- decree ot 
t he Cow.cll o1' t.illist.,rs nctiu.; on ;x·o~ObLlB .,ut forward 
by tho :.ot.e Rosano Control Co=!~teu . 

Art.lcle Four. ! otos •luic! ... r .. laG«"d by 'lrtue of 
t l.1a l.zlw ::c.us,; possess t l o Cello·, 1 .o :hp : " • t.s to 
SO,: Cold et the ofric l&l r1 u r .. l .: ~,._., lG,;ernetlonal 
mar ket ut t t o present. dat e Ool<J./or ;owo.od '"''n dollars con­
Yert1ble in,;o sol d . B. Ae to J.. ...t), : 'Oull1.15 •·•" dollere 
8\llll'CDt O<JQ acelnst de:>l"OCiut.lOIJ ln ~UI". (U •lei ~~ today'& 
r 6te • 

. rt.icle F l vo . Th<~ bee t "L tor til~ ,.ol.~ , ,o t C.E> va.lue 
Of t hrue thO~OQll\l fivo h!..ll<lrCd million l'i..la , ul.t tuority 
ror tho i oeue of which hue bcou t.1vcn vr ~ 111 t h i s date, 
wlll bo on e b els of $~ gol d ..nd aiher , v~~ue st t he 
i r.ternt tio1.1Jl m:Jrke t r o.,;e tUHl ~hu ,"ell.,le ... lvl• we r.; 
hun\lUc.l ovor to t."l.e :._t i u .. H .. l "-i..l ''"- L. oOOv L·I.lt •. t.d wit..1 t he 
1 "'· ct' 1.11~. !ty-1'iv a •. l.ul:l . lJ .lu . 

• . . 
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COPY 110. 

oerljL No. 420 

Infol'lllation receivod up to 7 A.M., )rd Decombur, 191.;>. 

It Is coneidcred tw!t 4 enemy ohipo (includi ng 2 troop 
t.MI\a()Orta) t nd 3 deat.royer ti •er-e sunk durina the en~goment off CAPt. OClti 
}l'e:.;t.erdat 110rning. 

2nd . One of ti.U. De ·troyono wea tor,>edood and sunk b'/ 
~oircra!t off BIZERTA. One of H. II. Su'-arinoo •hoUed ond set on are a 
~ :.hly orr l..a3t ru:u ..... r:.. . 10 Ct!r:._~n , 1r force per.onnel were ~.~ 
t.ured . Fho Groek su~ine P.'U'i~HCO~IS C<1111t a 6, 0CO ton ship 1n tho 
;.ocean . 1S7 ou,...tvors out of " tol.ti of )10 ht.vo been ,>icl<ed up from 
t.hv morchant ship reported t.or,>edood off I.OUIWICO IL\lt!;UI!S 1n OPfcL No. 
41? . 

2. Mlt.IfARY 

JJ.m. Ar t.il ler7 of OUJ' udvuncoli O.l'niOUl'Od fon;ationa 
hna boon o.ct.ivo in tho urea eouth of r.tc.;HS.\ .L BRl::OA . 

FruliCl! •OR'l'li AFRIC,, . Ou r J)l}rochu to trot'lp.s -.ho lclndcd 
a t l'Ollf DU F.UIS on l9th nro r ¢portod to lo,wo co•~turod OU!JNA lS r.tUeo 
south of rll'II$ next day. 

RUSSIA. Although tho Ruaolrno o .-onr to oo :lhint<lning 
t.botr preeouro t:ot.h on the C.entre.l and IX); I Sec Lore t.hoJ M.vo failed to 
Dolko &1\f definite ~rogn>ss . In tho South t.hlo .,.y be duo to n brooY 
1n t.ho "eat.her re )()rted by t.he Ger:a.:.ns who otat• t.ht1t a t.haw has se~ 1n 
'-CCOCI,•nled by heavy rain 1n tho Don Bend. r \o •ould oorlousl,y inpedc 
opur-3 Lions b/ beth sides. 

), AIR OPikJ.'f!O.IS 

VSSrt.RN FRO~r. 2nd. ln rlorthorn F'n ~co 7 loeor.JOtivos 
n~r• d~mnaed by our fighterb1 ono of •hich ia alaoing. 

2nd/)rd. 112 beobers \/or-o oon t Lo f11AiiKPUR1 bOd 4 to 
drop lonfleto . Full knding r opurto not ropotltion no~ yot uval wble 
but pr eliminury information indicutos att.'\Ck Spoilt bi' consider able 
oloudn . 

f.t;J>['f;::RkNtEAll . l.e t./2.nd . A Unval t.orpc'Clo bomber tor­
podoed "" escorted 7 , 000 ton enemy t:tnker nh!ch WO.tl later seen :H .... t iou.tu-:,· 
orr ~••• SIC!~~ . 

.2nd . 11/.L'fA based aJ.ronft atwcked a convoy off K<.f;,..z::IA 
ISLAND. Burets snd fires were seen. 

INOO-Cin.NA. ~8th 'tovesber. Lacort.ed 0 . 5 . bol3bors hlt. 
"' po1er at.ot.lon c..nd st....rtcd flros in cOCLl awrtta:• d\&&-no at oo:w~..t t...nd 
I'ORf CAliPR.\ 40 all03 euot of HAIPHOOG. 

~·-

( 
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con 110. /.:I 

Pollowin& h ouppl-t&ry ,.., _ or opo .. ~'--1 ·-~ •~riJ>c 
po~iod 261.h M-bor ~ )r<l J!oc•bor, 1942. 

l. !!A!& 

A convoy or 29 ehipe I N111 RUSSU lla1 arrived U.IC. with lou o·t one 
ehip ~rpodood I>)' U-boat and l ehip o.l.eel.ne. Tho lt.olit.n blockade rwu>er mentioned 
lJ> 01'1'1'.1. No. 419 aotuall¥ eurr«>derod rut had to bo INIIk owinr to bad woother. 

!!l!lliT!l!!W!EN!. On th• Axio ouppJ.¥ routoo to 'IVNISIA and T1Ul'OL11'AHIA 
durina lobo period from lot to 4th • totol or 9 oupp1p ohi91 woro ollllk and 1 largo 
t.c.nkor lett h"v1ly on tire as the r oault ol our N.val, Naval Air, and R.A.t. 1:;:~~~ tn addition ) dett.royera a.nd torpedo boats are known t.o have bMn eunk wbllo 
thou 1hlpt. Other lbippin& na f!&m&g~ or dhen.td. No alp ot aothity on 
ot Italian heavy ebipe or cruisora. !'bert was "'1'7 Uttle trattic to 'l'IUPOLI 
durinc tho ... k. Air pno~phs or TOULOII oa 28t.b lloYMbor ahowod all !;.<.OZ.t..;;;i 
ships eUbe:r aeutt.led. or cSa.aced a cept 2 6• cl'Uilv.. 'ftaoM of tbe 19 ou1-ru~~ 
1n 100'LOII on 26th Mo••ber nmr in !forth A.h10Nl 1.10Tt.t, 1 inton~ed 1n SPADJ, 4 are 
known t.o be ec\ltt.led, S a.re ~ceount.td tor. »o nid~nce tro. a)bot.oc',N.pb.D a.t to 
daMe• to ttan.l docJqard., 1Aatal.lat1oc.a or oU atoral" a t rout.A:::II. 

S9!1Wli!f£ WWAI!Z. 0- boat.a oUU quiot both !ut and Foot or Gil!I!AILU 
but thtN &N ll&nl Of p-ea tor activity 1n Central North Atlantic. WMk 
ROYMbor, 6 ahipo ounk I>)' 0-boat, 2 in AtlAntic, 4 in Indian Ocean. 2 ocaon cco>vc>.r• 
totallinc r1 ohlpe , arrived U.K. without loaa, 1 out.nrd oCHn convoy an~vood 
t.o.ea. Shipe "~"~ loat 1n two outward bound convoya. 6 j)f'Oalla1nc att&ke on 0-1-~ 
report.ocl. Shippinc looaea !rom enemy ACt.ion durlna Nov .. bor prorlaicna.llT oe'<iloatc>d 
at 6~1,000 tono. 

~· Weok ending 28 t.h Novo.mber, lmport.o .in convoy into U.K. 
341,194 ton• or which 194,953 tone oil. 

2 . !!!LITAJli 

1'11!!ISIA. Tbo Firat 1or!>:J at.art<od i ~ ao"word adnnco on 24th/2~th 
No ... a'btlr in two ool\11101 1n the direction ot' tlaOURBA and MA1'tlJJ\ wtt.b.a Britlab/U.S. 
Arao\ll'td P'orce 1.n betwem. the 1o.1 t.1&l ad'fMoe wa1 el.o'Hd u.p by d.c>U Uone aDd 
fl¥ine &ir at~cka rut 00 26th tho ri&l>t ~ captured KI:D.IIZ u. 1148 and tho· 
A.._....s roreo nachocl a point b<J-oo TIII!OORBA ond IIATI'Jlll and oo tho Collow1l1& day 
occupied TIBCIUl\BA. IIM.Mh1le the Jlort.ham ~ rMebed J}l')IA about. 12 aUea abort 
or ltlt£UR an4 ... tbtre btl4 up bJ an en~ etranc point, an ac.tu.k oa t.he )Ot.b 
faUed. to ol.Mr c.hle obet.naot.ion and tbe procl"ell ot tJ\11 col.\aa 11 etill checked at 
thio point. Tbo Southoro colu= eucceeded in capturinl .,.,.~ or D1!DEIDl by owsn1n& 
)Oth llonaber. 0o let, a at.rong COUDt.er att.aet 01\ tht 1£110U'RBA..,.. •• btat.en 
but the A1'110W"ed Pore• autt&inod !oases in taaa Mel ftl la.t.tr wttbdrawn and ro111&•6: 
1n the torw&l"Cl arM bra u.s. A.raoUrtd COCDbat CQIIII&nd. Our torcea 1n t.bia nctot": 
ha.e Iince l>ttn w1t.h4nwn to poaitione oYer loold.tli the TQOURBA..CHOOIGOI area. ~s­
!)lto auccteetul. att.lcke on• Axis soa and air coaaunic.atione, Nintorcot~~ent.e contin\10 
to arrive epe.amod1call.y. Axil forces 111 1'0NIS1A now •bou.t 20,000 Goi'Mtll o.nd 
U,500 tt.t.U.e.na. lOth f'o.nr.er Division bellevod 1n tn.nait trocn. 8outboJ1\ tranco t.o 
:'UNIS!A but probobl¥ only first Cllgbt rot arrived. Proun~ tank otren,th eCt.er 
fJOduotinc battle aaeualt1ol about 80-90 Gen'!&n and 25·35 Italle.n. 

ldJXA. Build up of our forcea in forward aroa aontlnuea though 
t.,...mat dol.atod by rllin and heavy coin&. R&ilwar now workln& ~ TOBIIJit alt.h0\1Cl1 
··ot yot tuU cepoclty. Mowo rorwa...s ot pipe n tor and potrol inotallationo 'pro­
-•edlnc aat1otact.q17. lluch recaptured Britiah .....,iuon fit Cor ro-ieouo. Tank 
npolr ~1¥ halpod by uao or air trsnaport or lpol"elo Prl_ .... ~ed baeo by 

;<Ot..'l ••••bor )1,1102 includinc 8,)18 Gorwono. r:n.., 111111'1¥ aituation atill thcol&l>t 
owinc to our IUCOOII.f'Ul ati&Ckl Oft Mlppl.l:t.a. 

m OPC161'ICIIS 

!!IIU!I l'l!!l!l. On• ._..,. and W:J7 o\MicHotul nicl>t -il>& rllid on 

• Dlainc ooaatol opo>atl.,.,., 13 at~CU. "" - on - ohipo in tho 
l'o•tl1.,.. pan or BAT OP BIIICU but no defl.nito rooul~ clA!Md. l8 &in>ro.Ct in­
eluolin& 9 llo&UCiehtoro rroa potrola orr BRES1' P..unoula proboblp &hot - in air 
Ci&l>tin&. Regraded Unclassified
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ot our adn.nce "' t.o develop earUeat. 
f10Stlbl• attack ·. to t.h11 tad toM rUb bad to be nm 1n 
1"1E&fd to provialon or air eupport. In apit.e ot axt.a. otror t bJ our air roreea, 
dlffi<VlLiu ot aupplJ Lnd llllinteM.n .. , a-....,Hy ot ad..,cod l.an41nc ~ and tn­
M rid "'" tiM to b.J.W up •dequat. 1..1.. det.ncoa aM a COOd ft.nl1nc qat.M ha..-o 
pr,.,eRt.od our alrcre.tt tro. cirtr\& auttictent. help to our troope 1n tho taco or 
m:lftT cOW'Il.IOr att.&cb su~rted bJ' boabt.nc. It h llbl7 \bat a 1hort pr.uao w1.11 
boJ nocou&ry to enable a aufticlent •otcttt ot alr ouppor t to bl buUt up &net csa1n­
t.W>od. By rop14l.y ooldnc tho lugo ond bot !.or alr t1o14o In lila BIZ£RTA and: 
u eaa tho onoay hu tho l.dvantages of groater r .. ourc., olo11 behind 1\ia 1""'1t.1oi>O 
wi t.h 11 aiaplor and shorter eupply system. Alt.bou.Qh ou.r boabtna: at.tt.oka on Axis 
rtolda tmd bt.tol havo boon tr8quent both by d&)' And nljJht., tho wotsht of them has 
10 tor not. J)rovod adoquato to prevent thoir r ... sulf,r uao. 

MPJ)It+iRRANl.AN. S.aufightere and Naval o1rcrat1. troa t.W.fA wore 
11nt.1vw ft£&lnat Axil ehlJ,ping ·ospecinl.l.y oft 'tutfl~IA . EeUmntod 21,000 tons of enemy 
th1J)p1ns ounk or aorioualy damaaod by air at.t.ack dW"inc pur1od . 

~· Act.ldty on eantral tront. oovoroly rtatr1ctcd by woathur. 
' u tlCJt' • r._, •au.e1o.n .Ur Porco eoncontratod on t.raJ'aport alrc~tt. at.te•pUnc to 
V roo.n 6th l.n.¥ ~.nd destroying a large n1Jabur. Rul81t.n c.iroratt. vory activo 1n 
;;,.UCASUS 1n l p.ito ot brut weather. Indiest.iona that. a.rM.n Alr Force 1e Wdoquato 
t.o afford aor. t.han aboolute al.n1cu.:D Stzpport tor Ant,r txcopt. in rolat-hely ~ .. 
a .. et.ore. 

QS.'!ABRlJCK· Pbotogropb.:J Ut.h Hovoabor abo• t.b&t. attack Octobor 6tb 
c:t.usod widtapr6&d c!.auc• CW11nl7 to 1.odustr1al and r&ibray plant. Factories ot tol­
l owin& t.ypta IO'f'Ortl.y dlllri&Cod - cotton splnnins and wo&•1ns, coppor, and (?wire) 
{lltA\Od world.nt. on aubmttrino parte and armour plate) Aotal, aocp. Snago works and 
• borr4cka aloo h6av1ly daaegod, 

lWW!.· T'wo diroct hits Ol'l main block Fla t Wor1cs, 3 buildings in 
wtty worko burnt., moN t.Mn halt' or !Min bu11411ngs in ViacoD\1 bumt, 20 raotorios 
includins ) J1'1at. ouba1dial'1es sovo~l.y damngod . Do.lllt\gtt to u t1Uor.v M<l cavt~.lr,v 
ba..rrocke . 

~· Rul1ably roportad - air raid aitunt1on aorious, Kuthoritioa 
UMble to COJ)41 aat1eta.ctor1.ly wit.h ca.ss evacuation, poople diuo.tlstiod nnd :>o 
~. llmoet all principtU tire! in Nort.hom t.ownt t'vo evaeu.!l.ted t.hoir 
~ igna ot a. nm on the btnka. P<:'Ople in Northern Italy incUt t or..mt about tiw war, 
lholr on.l.7 concom be1na to •cot a~ troca t.ha R.A.r.•. 

~. OP<!Mfi!I!!AL AII!Cf!AN BATTLZ CASOAL!UlS 

~obors 
!'lQhtera 
ro.t:)t.al 

• •·m)' Cooporo r.lon 
Totol 

IIE!'?DPOLIYAII AREA 

In tba Air 

u 
ll 
12 

_L 
40 

Bocbors 
Fi&btoro 
AU ijColla.nooua 

Totol 

IIORl'H !fEST 1\fRIOA 

In the Air on the GrO'W\d 

, . .,.l .. re 
..,tors 

l"tii(<I'S 

Toto.l 

2 
21 

...I!!!.. 
2) 

Nll 
14 

_i... 
2) 

a.. bora 
Fichterl 
)llace.l..l&Moua 

Toto.l 

~ 
!'rob. 

ll!.!l· l!!ll:· O..eogod 

2 NU 2 
6 1 ? 

..J... !W... l 
u l 10 

~ 
Pro b. 

W1· l!!ll· Donogod 

16 1 7 
20 4 16 
oiL ....u.. ...D... 
64 l8 "" 
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Bombers 
F1gbtora_ 

·I'Ota.l. 
One pilot 1a eafo. 

Pi(htere 
Othora 

To til 

- 3-

t.tiQIU f.W' ( Ippl114W MLTA) 

In the Air 

In the Air 

2 
...l... 

3 

llolibero 
r1ibter• 
llioceUan-.,,.. 

To til 

PAR EAST 

Bo11bera 
Pi&htera 
111aoollanoouo 

Total 

307 

lHil 

!lllt!:l!zl!! Dama&!SI 

4 Nil 
9 8 

...l... ..1&... 
l4 l2 

1i!!!!!Z 
Prob. 

~- ~- Dl!l!a"' 

2 1 2 
33 ) Mil 

.J.i.. l!ll.. .Jill... 
50 4 2 

uor~. tlo accoun t is tru<on' ot one"'¥ •-1roraft deatroyod, on tho gr<OJnd 
in ony thoatre or of Br1t1nh Hovnl Aircraft casualties. 

6. H0!4£ Sl.CUR!TY 

Estimated ccsualUoa woolt onding 2nd . KWecl 3, serioueq WO~mdecl 

, 
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NoVElOIJ:ll 26-DECEIOIEB 3, 19(2 

Ollee ol Strateck Senieee 

THE WAR TillS WEEK 
Although tho Soviet drive in the south has been slowed 

and the prooiso situation in the region of the Don oond ia 
unclear, it ap~a11 probable that the Russians will soon relieve 
Stalingrad. Tho end of tho siege of Stalingrad, one of the 
most notable defenses in military allllAls, would free the vital 
Lower Volga waterway for transport from the Caspian in the 
spring, and would unquestionably have important rc~r­
cussions on Rus&ian military morale. Meanwhile the north­
em Soviet offensive ia slowly expanding salients south of 
!Ubev and in the neighborhood of Velikie Luki, although thia 
drive has yet to develop any of the speetaeular characteristica 
attributed to it in the press. 

Apinst the Tunia-Bi.wrte bridgehead, the Alliee have 
thrown three columns. Despite strong Axis resistance, it 
!ill! appears that the enemy i8 fighting only an important 
delaying action and that he would have to defend a larger 
bridgehead il he intended to bold the area indefinitely. In 
the meantime, Ma11hal Rommel bas dug in aboutEl Agheila; 
and, with lengthening supply linea, it i8 assumed that it may 
be more than a week before the British resume tboir offensive 
in this area. 

French na.val offico11 have been warmly criticized for short­
sightedness in failing to take the Toulon Oeet to North 
Africa. But tho scuttling was in any event consonant with 
a policy pU!1ued ever since the Armistice of 194~a poliey 
of neutrality and resistance to aggressive acts from whatever 
IGW'Ce. Although the seutiling was hurried and incomplete 
and left a few vessels aftoat and apparently intact, naval 
observers point out that it will oo anywhere from one to two 
years Wore the Oel'lllADS can repair the ships and train 

1 

cea;;s 

·. 
··. 
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crews for them. In the interim, the sunken ships will seri­
ously encumber the Toulon h&rbor, to the disadvantage of 
its captors. 

In North Africa, Darlan, whose recent elevation to power 
has already occasioned widespread uneasiness, has now 

ass~ed ~e ~tion of Chief of State and "heir of Vichy". 
This act Implies that not only Darlan but the Vichy regime 
have now been transferred to French Africa. 

Progre~Js of the Soviet Pinur8 

Although the progress of the Russian offensive north and 
south of Stalingrad has slackened somewhat, its southern 
arm has repelled a German counterattack from Kotelnikovo 
and has driven almost to the east bank of the Don River­
below the great bend- on a broad front from Obilnoye and 
Nebykov to Romsshkin (see map). On the west bank of 
the river, other Russian units may have cut the Don bend­
Sialingrad railway again at Rychkov. To the east and 
west of the bend, fighting around Bolshoi Donshcbinaki 
and Pesk~vatka indicates the progress of the Soviet mopping­
up operation. 

Details of the attack are somewhat unclear, and military 
observers dissgree in crediting towns captured to one column 
or another of the Red Army. It is apparent, however, that 
with steady Soviet gains in all sect.ors of the Don bend front, 
and with both railroads to Stalingred cut, the chances of 
escape for the German forces between the Don and the Volga 
are at least problematical. Some evidence suggests that 
Nazi units within the bend are withdrawing eastward to join 
the forces in Stalingrad- a movement that can hardly be 
interpreted as an effort to break out of a trap. And it seems 
clear that, despit-e Soviet gains in the northern indu.atrial 
suburb of Stalingrad itself, the Germans have slowed tho left 
Bank of the Russian drive, which seeks to relieve the city's 
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defenders. This continued reaistance between the Volga and 
the Don has suggested to some military obeervera that the 
German position there has not yet deteriorated to such an 
extent as to warrant a desperate attempt to escape toward 
tho west. 

Significance of the &l~f of SUtli~ 

The relief of Stalingrad, which now appears probable, 
would deliver to the Russians little more than a mass of ruins, 
whoso indu.atrial capacity has been almost entirely destroyed 
or evacuated. It would be difficult, however, to overestimate 
the moral importance of a suooessful defense which has been 
described as surpassing the epics of Verdun and Sevastopol 
and which may in a very real sense have been the turning 
point of the whole war. Furthermore the Russian counter­
offensive has already broken the anchor of the German 
advance to the south, and may even cause the Nuis to 
withdraw from their whole Caucasus salien~pecially if a 
holding attack now in progress at Voronezh should develop 
ioto a full--scale offensive. Such a withdrawal would mean 
the failure of the German effort to appropriate Russia's oil 
resources in the North Caucasu.a. For it would come at a 
time when the Nazis had not even reached Groznyi or had 
timo to reconstruct the demolished installations in tbe Maikop 
area. 

Should the Russians recapture Maikop, it would be many 
months before they could obtain any oil from that region. 
On the other hand, the relief of Stalingrad would reopen the 
Volga River next spring as a vitsl artery for the transport of 
oil and other strategic commodities from the Transcaucasu.a. 
In 1935, the last year for which figures are available, the 
Lower Volga (from Astrakhan to a little above Stalingrad) 
carried 10,390,000 tons of freight, of which 6,873,000 were 
petroleum and petroleum products, and 1,462,000 were salt. 
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In the same year, Stalingrad handled 4,185,300 tons of f~t. 
At Astrakhan the Volga is closed by ice 100 days in the year 
and at St&lingrad for 150 days. By about April 20 th~ 
Lower Volga should egain be open to traffic. 

Furthermore, if the Germans should withdraw from the 
North Caucasus, the Astrakhan-Kizlyar railway would again 
be secure. Although it would probably take several months 
to put the St&lingrad-Tikhoretsk line back into commission, 
this railway might eventually also be usable. The availa­
bility of either or both of these lines would immensely simplify 
the transport of oil from Baku north, which is now burdening 
the Central Asiatic railways. These latter lines are in turn 
already crowded with lend-lease goods from the Persian Gulf, 
whose delivery would thus be indirectly expedited by the 
clearing of the North Caucasus. 

The Central Offemive 
In the Kalinin-Rzhev sector, the second Soviet offensive 

is concentrating on the capture of the important airfield at 
Velikie Luki, which the Russians may now have partially 
surrounded. The attackers have apparently out the railway 
line to the west of the town, but the railroad from the south 
may be stiU available to the Germans, who are offering a 
determined resist&nee. Other Russian units have cut the 
railway between Vyazma and Rzhev. In this sector, as 
around Leningrad, where Soviet forces have made another 
effort to cross the Neva, the Russians are evidently capitalit­
ing on the comparatively favorable weather of early winter, 
prior to the coming of extreme cold. 

Elsewhere on the front, action ha.s been indecisive. In 
the Caucasus, east of Alagir, renewed Soviet attacks are 
aiming to wipe out the recently established German salient 
toward the Georgian and Ossetian Military Highways. 
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AUock on 1M Tunia-BiUIU Bridgehead 
Striking in three principal columns from the aro indicated 

on 1a.st week's map, element& of the British First Army, 
supported by American and French forces, on November 24 
began the direct assault on the Axis bridgehead in north­
eastern Tunisia. 

In the north a column advancing along the coa.st&J...road 
forced the enemy to a slow withdrawal to strongly heidl>OSi­
tions in the Mateur area-11 road and railroad junction 
whose capture is a preliminary to an attack on Bizerte. In 
the center Allied columns have driven the Germans from 
Medjez el Bab and Tebourba, and thrust a spearh~d be­
tween Bizerte and Tunis in the Djedeida area, cuttmg the 
rsilroad and one of the two connecting roads. Here Axis 
resistance ha.s been intense. Low-Hying aircraft have steadily 
attacked Allied forces, and Axis armored elements are r&­
ported to have led the heaviest c:ounterattack thus far ?n­
countered. The Axis ha.s reoccupted Pont du Fahs, a pomt 
from which British parMhutists had advanced to capture 
Oudna 13 miles south of Tunis. Farther to the south the 
mixed French and American column advancing from Tebcsaa 
and Gafsa is reported by the Moroccan radio to be approaohin.g 
tbe coast north of Ga~. 

Air activity ba.s been heavy and important. After a lull of 
several days, enemy planes based on Sicily an~. :runisia 
resumed attacks on Allied shipping and harbor facalitaes, and 
both sides have continued their unrelenting attacks on the 
very limited number of available airdromes. Large numbers 
of enemy planes have been destroyed on the.ground. 

Enemy forces in Tunisia continue to be relative!~ small, and 
were believed at the end of November t~ number slightly more 
than 20 000 combat troops--<lver half or them Gennan. 
Tbe co~ of this contingent wa.s apparently the German 7th 
Air-borne Division. The rate of reinforcement ha.s been 
estimated at about 1,000 men daily. Enemy tank strength 
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was placed at about 50, while Axis plane strength in southern 
Europe has been increased. The concentration of Axis sub­
marines in the Western Mediterranean and the approaches 
to Gibraltar has declined considerably. 

Axis Defensive Strategy 
The general Axis strategy in northern Tunisia appears to 

be to effect extensive demolitions and offer severe resistance 
before taking final positions in the commanding billa south 
and west of Bizerte and in a defensive perimeter around 
Tunis. If the enemy limits his stand to these strongholds­
which the Allies will presumably soon isolate from each other • and from reinforcement via Tripolitania- it will suggest 
again that Axis policy in Tunisia is simply a substantial 
delaying action. A larger bridgehead would appear essential 
to any effort to hold the a.rea permanently. In the south, 
Axis resistance has been passive, and the coastal points 
occupied are believed lightly held, primarily by Italians. A 
more detennined atand may later be made in the Ga~s­
bordcr area, to which the Centauro Armored Division might 
be sent from Tripoli. 

Halt at El Aolteila 

As Axis forces dug in around El Agbeila, military observers 
predicted a halt in the rapid movement of the current Libyan 
campaign. Having advanced 800 miles in less than a month, 
General Montgomery must doubt!~ now pause to bring up 
infantry and artillery, to rest, to establish forward air bases, 
and especially to organize supply lines and fuel and ammuni· 
tion dumps. Tobruk and the ra.ilhead at El Adam-435 
miles from El Agheila- will probably be the principal en· 
trucking points, with Benghazi presumably too vulnerable 
to enemy attack for any large-scale use. It may be a week or 
more before the Eighth Army is ready to resume its offensive. 
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Rommel has a substantial force compoeed of the depleted 
three divisions of the Afrika Korps, two fresh Italian infantry 
divisions, remnants of other units that escaped the Alamein 
battlefield, and line of supply troops picked up during the ( 
retreat. Axis port and transport facilities are believed 
adequate to susta.in the forces at El Agheila, and to form 
supply dumps at intervals along the Libyan highway. If 
forced back from their present positions, the Axis should be 
able to make a series of delaying stands on the narrow coastal 
strip along which, for more than 200 miles, all communications 
must go. 

The Scuttling at Toulon 
The destruction of the French fleet at Toulon was the logical 

resul~ of a consistent policy which French naval officers have 
pursued ever since the annistice of June 1940-a ~!icy of 
strict ncutmlity and resistance to aggression from whichever 
side it came-a course followed at Oran in July 1940, at 
Dakar in September 1940, and at Oasablanca last month. 

There is no conclusive evidence ~hat the fleet at Toulon 
was plnnning an escape to join the Allies. More likely, 
Hitler's swift attack aimed simply to take the ships by sur­
prise before they had an opportunity to do an effective job 
of scuttli.ng. Some have suggested that the Fuehrer had 
learned of careful preparations for scuttling which he wished 
to forestall. In any case, the fleet probably had su~cient oil 
on hand to make a break for Africa in case of necCSSity. But 
the German attack came so suddenly that the greater part of 
the vessels never had time to get up steam. 

As a result, the job was hurried and incompl~te. The 
greater part of the heavier vessels (two battleships, three 
heavy cruisers one light cruiser, one seaplane tender) are 
reported eithe; burned out or resting on the bottom abo~t 
ten feet below their normal water line. The battleship 
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Dunkerque is flooded in drydock. One heavy cruiser two 
light cruisers, five destroyer leaders, and two destroye~ are 
"a8oat and apparently intact". Six submarines remain in 
drydock, at least four of them undamaged. Of the 13 other 
submarines previously at Toulon, one attempting to escape 
hit a mine and blew up; the Marwuin and Casa&iama have 
reached Algiers; the Glorieuz, after putting in at Valencia, haa 
arrived in Africa in a damaged state; the Iris is interned a\ 
Barcelona; and three more which may have escaped are 88 
yet unheard from. "French naval sources" at Barcelona 
(presumably the crew of the Iris) state that casualties during 
the scuttling were very slight-mostly on destroyers which 
the Germans tried to board and on the submarine which blew 
up. Land installations are evidently almost intact. 

The Balanu Sheet 
The Italian radio has claimed that the fleet "may be 

salvaged in the future by our admirable naval engineers." 
For the larger units, however, such an operation would 
probably consume the better part of a year. Furthermore, 
naval experts suggest that it would take an additional six 
months to a year to familiarize German crews with the 
handling of the French ships, although the submarines in 
drydock may be an exception. One can conclude that at 
least a year and perhaps two years will elapse before the 
Nazis can make efl'ective use of any considerable part of the 
Beet at Toulon. 

The harbor will likewise be greatly encumbered. Toulon 
harbor is a small bay about 4,000 yards long and 475 yards 
wide called Little Road (see map). The eastern two-thirds 
is the fleet anchorage, 35 to 45 feet deep. At the southeast 
corner of the Bay is the single entrance, a 2,000-foot channel 
extending approximately a mile south and east to Great Pass. 
The latter is a 1,700-foot passage, 96 feet deep, protected by 
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batteries on Cep~t Peninsula and by a boom extending north­
east from the western jetty on the peninsula to a narrow 
passage in 70 feet of water near the south end of Great Jetty. ( 

Along the north and east sides of Little Road are the 
buildinlQI and docks of the fleet base. When the fleet was in 
the harbor, 25 to 30 vessels were usually anchored in Little 

-
THE SITUATION OF TOULON 

touiiOIII••. '"' -
Road while the remainder were docked. Anchored vessels 

' ()..' h e1 between the were ordinarily west of the 4 .oot c lll)l1 
entrance and the large dry docks at the northeast come~ of 
Littl Road. If this was the case at the time of the ~cuttling, 
surfa:C or underwater movement in the harbor will prove 
very difficult during the next few months. Any veas~ sunk 
in the outer bay (Great Road and Toulon Bay), which .has 
minimum depths of 78-150 feet, would not be a seriOUS 
encumbrance to navigation. 
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&actiqm in AfrictJ. 

The repercussions of the events at Toulon on units of the 
French ~eet stationed in Africa have been mixed. At 
Alexandna, French naval personnel is showing an unwon~ 
sympathy for the Allied cause, but Admiral Godefroy · 
apparently still hesitating. Darlan he regards as a traito~ 
and he has irritated the British with his continued indecision: 
th~ .latter may now be considering the cancellation of th~ 
or1gmal agreement demilitarizing the French Squadron. 
From Dakar, however, Governor Boisson has apparently 
flown to North Africa t{) put at Darlan's disposal the French 
naval units under his control. 

Crmj'Ufiqn in German Propaganda Regardi119 Toulon 
. The confusion of Berlin's propaganda concerning the sink­
mgs at Toulon suggests that the Gennans did not expoot tM 
French would actually scuttle their ships. The Berli!16 
BoerWI;"Zeitu119 comments that the last loophole by which 
the Allies hoped to sneak into the back door of Europe has 
now been barred, and gloats over the denial to the Allies of 
th~ French naval force at Toulon. Elsewhere, in an apologetic 
vem, the German radio expressed regret that the treachery 
of }'J'ench officers caused the events at Toulon, and emphasized 
th~t Ge~any bears no hatred for the French people. A 
third reaction was blunt indignation over the fact that France 
~ad .not "followed the call for the European task". "Never 
m history has the vanquished rejected the victor's band so 
clearly, so stupidly, so dishonorably." 

Vichy l>Uintegratu 

With the scuttling of the fleet at Toulon and the disband· 
ing of the French metropolitan army th~ disintegration of 
the Vichy administration has been p:.Oceeding apace. AI· 
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though P~tain nominally remains at his post "in complete 
barlilony" with Laval, press reports tell of minor officials 
ceasing to perform their functions, and soldiers changing into 
civilian clothes without the formalities of a discharge. One 
Foreign Office official who has taken refuge in a neutral coun­
try has described the almost complete ce:'sation of activity .in 
that department, with the arrest or flight of many of 1ts 
members. Reports of arrests include Herriot and General 
Doyen, former French representative on the Armistice C~m­
mission, while Reynaud and Mandel, already under detent1on 
by Vichy, may be tried in Gennany by. a "Peo.ple's Court". 
In France itself speciAl courts (not shanng the mdependence 
of the regular ~ncb judiciary) will sit in summary jud~e~t 
on "terrorists". Acoording to ad vices from Bern, Laval JJ m 
Berlin, discussing the reorganization of his ministry. As for 
the Freneh people, the vast majority of them ~pp~tly hope 
for the organization of a unified government-m-exile. 

A French G~MN~ment-in-Eril.e 
In North Africa Darlan bas proceeded with the organiza­

tion of n,n old time-server's version of such a government. 
As the self-styled heir of Vichy, the Admiral has .a ~trong 
legal position, which be has strengthened by est?blishing ~n 
imperial advisory council and BSSUDling autbor1ty as Chief 
of State in French Africa. Furthermore, be bas not a~ 
pointed to his council refugee collabo~tionists and .poli­
ticians from Vichy like Pucheu and Flandin, but bas restnc~ 
its membership largely to military figures and ~lorual 
administrators (Generals Nogu~. Boisson, Bergeret, G1raud, 
and Governor General Chatel). The last two of these have 
the reputation of being pro-Ally; Bergeret (formerly Sec~ 
tsry of State for air under Darlan) came over to Afr1ca 
after having been removed from the governmen.t by Laval. 
To Vichy consular and diplomatic representatives Darlan 
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bas likewise sent instructions to follow orders from Africa 
rather than from metropolitan France. 

Meantime, the British, the Russians, and Pro-democratic 
French have shown signs of concern that Darian's "tempO­
rary" administration may last as long as the war. The 
Fighting French and many other emigr6 groups are appar. 
ently convinced that the Admiral's administration in Africa 
can not serve as a rallying point for patriotic Frenchmen. 
In the French community of Ankara current developmente 
have occasioned many conversions to Fighting France-but 
not to Darlan's "Vichy-in-exile". The adherence of Dakar 
to the Admiral has again aroused the dismay of certain p~ 
Ally Frenchmen, who had been temporarily reassured by 
President Roosevelt's explanation of Darlan's status. For 
instance, the De Gaullists of West Africa have rejected all 
cooperation with the Admiral, whom they regard as even 
more treacherous than Laval; Governor Boi.sson, they believe, 
is little better. In Cairo, Fighting French circles have ex· 
pressed similar fears. One observer concludes that the orig­
inal popular enthusiasm over Allied successes in North Africa 
is now changing to cynicism and disillusionment. 

That the British permitted the De Gaulli.sts to occupy the 
Vichy island of Reunion without Allied help may be a clue to 
the real feelings of the London gove.rnment. Furthennore, 
in a restrained defence of the BBC refusal to let De Gaulle 
broadcast to the French people, Foreign Secretary Eden has 
implied that the elevation of Darlan was primarily an Ameri­
can decision, and that the ultimate responsibility for opera· 
tions in Northwest Africa rested with the United States. His 
reference to the "extremely tense and serious operations now 
Proceeding in Tunisia" may indicate his feeling that the 
conclusion of those operations would logically mean the end of 
Darlan's usefulness. In Moscow, Stalin bas confidentislly 
expressed his anxiety over the deal, and his hope that the 
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o! ~e ~a: Current estimata give the Italians 24 
diV181ooa m Italy 1teelf, and four more in eoutheastern "'--•·nwee. 

Spaniah Activiliea in M urocco 

The. Spanish are regrouping their forcee in Morocco, 
according to scattered reports from the area, and troops have 
apparently been moved toward the border of French Morocco 
(~ A!'pendi.x Ill). Spanish activities may be intended 
P.runarily to .demonstrate to the Germans Spain's determint 
tion to remam neutral. The Germans, in turn, have moved 
no troops toward the Pyrenees frontier. 

Bupplv Pwchtue Agreement With Portugal 

. The conclusion of a general supply purchase agreement 
With Portupl on N o,·ember 23, after protracted and at times 
difficult negotiations, makes possible the continuance of 
Allied economic warfare policy in that country. When the 
Portuguese signed the earlier '1\0ifram agreement in Augus~ 
~ugh which the Allies are able to purchase from Portugal 
VItally needed wolfram that might otherwise go to Germany­
the Portuguese Government imposed the condition that an 
agr~ent must also be reached for a general supply program. 
Delay 1n the latter negotiations, undoubtedly complicated by 
Portugal's fear of offending the Axia threatened to cause . ' 
euspens1on of the wolfram agreement. Under the new 
arrangement, the continuance of wolfram shipments is ensured 
and an exchange of needed commodities is provided for. 

Turka Ctm,/idem Azia Will Not Attaa 

~pi~ persistent rumors in the eastern Mediterranean of 
~ ~eSJgoa on Turkey, Turkish officials do not expect any 
~vwon, at least for the winter; and the conviction is spread­
mg that Germany is heading toward defeat. The Turks have 
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no evidence of Nasi preparations against them and regard all 
troOP movements as defense measures to counter the Allied 
threat from Africa, according to authoritative advieee. The 
reported transfer of German divisions to Bulgaria and Greece 
is thus interpreted as a move simply to reinforce Greece and ( 
its archipelagoes, and to replace Italian troops ca.lled home. \ 

Sapru Summons the For~s of Compromise 

Despite constant checks and disappointments, I ndian 
moderate leaders a.re still seeking a way out of the present 
deadlock. The latest effort is that of Sir Tej Bahadur 
Sapru, an old and respected ij.beral, who has invited Rajago­
palacha.riar and representatives of the Hindu Mahasabha., • 
the Sikhs, the Depressed Cla.sses, the Indian Christians, ' • 
and perhaps even the Communists to meet at Allahabad on 
December 12. U this group can come to eome sort of agree­
ment, Sapru proposes to open negotiations with Jinnah and 
if possible with Ga.ndhi also. But in view of the Viceroy's 
refusal to permit Rajagopalachariar to see the imprisoned 
Ma.ha.tma, it seems likely tha.t a. similar request from Sapru 
would likewise be rejected (The War This Week, November 

12-19, pp. 15-16). 

Japan Seeka To Stre711Jthen Th.t Home Front 
American victories in the Solomons, together with the 

recent Allied successes in Africa and Russia., have a.pparently 
induced the Ja.panese Government to devote increased atten­
tion to the problems of the home front. In an effort to inject 
a new realism into Japanese thinking, the Government has 
ca.lled for statements by ex-Ambassadors Nomura and 
Kurusu whose silence since their return to Japan has indi­
cated that they were being saved for som~ sue~ ma.jor tas~ of 
interns.! propaganda. Nomura, in an article m the Y omturu 
Hochi of November 22 and a speech of November 25, streeses 

15 

Regraded Unclassified



8-.our 

American production of ships and planes and the magnitude 
of the American challenge. Kurusu, in an important speech 
of November 26, baa surveyed the whole liiatory of Japanese. 
American relations with the obvious purpose of convincing 
the Japaneae people that the war waa forced upon Japan and 
that Japaneae existence is at stake. 

Simultaneously the Government has launched a. concerted 
campaign to bring home to the Japanese the pressing prob­
lems of the economic situation. The emphasis la.id on the 
necessity of increasing industrial production is typified by an 
address of Premier Tojo's to a. Gubernatorial Conference on 
November 13. Tojo declared that Japan must renew her 
eft'orts on the industrial front beca.uae Japan's enemies have 
finally attained the productive capacity neoessary to attack 
Japan. President Suzuki of the Cabinet Planning Board 
and Kishi, Minister of Commerce and Industry, echoed 
Tojo's statements with si.mi.lar pronouncements before the 
same conference. On November 15 some 200 repreaentstives 
of business and industry were called to a Civilian and Gov­
ernment Officials Joint Conference for Increased P roduction. 
The Industrial Patriotic Association held a conference on the 
production problem on November 18. A few days later the 
Cabinet announced the establishment of a. Committee for the 
Increase and Strengthening of Emergency Production, to be 
headed by Suzuki. And on November 28 the Government 
disclosed that it had invited 366 industrial leaders to take 
part in discussing problems of increaaing production. 

Japanese Tra118Porl4tion and Food DijJICUUiu 
Japanese authorities have also issued blunt statements on 

the difficulties of transportation. Tojo stated before the 
Gu~torial Conference that "the strength to carry out a 
war 18 dependent upon the power of transportation " but 
ha " firs . ' t t our t Impression that goods can be sent to Japan aa 
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11 result of our occupation of the various areaa in the south 
is wrong. . . ." Thus the same goverQlllant which light­
heartedlY distributed rubber balls after the fall of Sinppore 
is now telling its people that they cannot obtain the fruit of 
their conquests until the transportation problem is solved. ( 

Government pronouncements on food likewise bear the 
mark of sober reality. Statements have been made to dis­
courage the people from expecting an improvement in their 
rations. Ino, Minister of Agriculture and Forestry, aa well aa 
Premier Tojo, have issued warnings on the food situation. 
As if to cap the whole campaign, the Cabinet announced, 
November 24, that it baa decided upon a program for ex-
tensive uae of unhulled rice, a most unpopular food. • 

This entire effort to strengthen the home front becomes • • 
most significant in view of tb~ fact that. t?ls d.rive ha;s ~en 
place on the domestic scene WJth no public1ty abroad, mdica~ 
ing that it is not for purposes of external propagan,da.. 

Slow Going in N lliD Guinea 
In New Guinea. the slow but intense struggle to eject the 

• Japanese from their Buna-Gona beachhead continues. After 
repulsing minor counterattacks, our ground forces-close!Y 
supported both by artillery and ~creft:-bave succeeded m 
entering the outskirts of Buna aod m taking the besch beyond 
Gona. They are now driving along the beseh t l.ward the 
center of the enemy's position at Sanananda.. Desp1ts enemy 
air reinforcements, we still command the air. The Japanese, 
however have not been challenged on theses, and they may 
have had some success in running our aer~l blockade .at 
night with reinforcements or su~plies, despite .damage m­
flicted on their destroyere by our arrcraft. Our difficult over­
land supply line to Port Moresby. will do~btless prove a 
handicap in long~'<teoded operations, forc:'o~ us to rely 
chiefly on air transport. Without air supenonty, however, 
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the enemy's poeition must remain hasardoua and tba- · 
to beli h his 

• ~ .. 18 no 
~n eve t at well-prepared def8118e8 in this area 
will not aoon be overoome. 

Elsewhere in the Southwest Pacific there baa been reJa.. 
tively little action. Our planes have 'attacked enemy sbi 
ping in the central Solomons, where the Japaneea evident~ 
are attempting to reinforce forward bases from which the· 
troops on Guadaloanal can be supplied or augmented. Bu~ 
bo.tb .~ and in the Bui?·Faiai area farther north, enemy 
sbipp..O:g has been relat1vely aoant. Military observers 
believe that another t_wo or threa weeks may be required 
before ~e Japanese will have regrouped their military and 
naval uruta and oompleted plans for a poaaible further attempt 
to reconquer Guadalcanal. Large naval forces still are in 
the vicinity of Tru.k and Rabaul, and ground foroea available 
are formidable-perhaps 60,000 in the Buin-Rabaul area 
and 20,0?<J still on Guadalcanal. The poaaibility that 
further reinforcements are on the way is eeen in oonfirmed 
reports of Japanese t~p movements down the Yangtze 
River toward Shangbru, whence it is believed they will 
embark for the Southwest Pacific. 

Japanese N (W(].l Strength 

Japan~ warships which are undamaged and still available 
for operations are now eatinlated by authoritative naval 
ao
3 

uroh ea to ~elude 4 aircraft carriers, 7 or 8 battleships, 2 or 
eavy crw.sers, and 9 light cruisers. Ten cruisers 2 car­

riers, and 3 bsttleships are thought to be damaged and there­
fore temporarily inoperative. 

These estimates, which were made aa of November 20 take 
into acoount losses sustained by the Japanese durin~ the 
No~ember 12-15 actions in the Solomons. The number of 
crwsers sunk eince the war began now baa evidently been 
acaled down considerably from the total number reported 
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8IJaaT 

from time to time, and ia OO!lllerVatively eetimated at 17, of 
which 12 were heavy cruisers and 5 were light cruiaera. In 
addition, 1 light cruiser ia listed aa poaaibly eun.k. Ten 
cruisers are thought to be out of action aa a result of damage. 
Estimated einkinga of battleships and aircraft carriers remain 
at 1 and 6, respectively. 

CastiUo Intervenes 
Irked by the unexpected defeat of his gubernatorial can­

didate in a provincial election, President Castillo, of Argen­
tina, baa ordered federal intervention in the state of Tucum4.n. 
Castillo's man, Dr. Alberto Pioaaek had been edged out hy 
the margin of one electoral vote by Dr. Oampero, who was ,• .. 
supported both by pro-Allied General Justo and the Radical 
Party Candidate. Campero's technical victory, in a prov­
ince wbose politics are traditionally oontrolled by large 
sugar interests normally favorable to Castillo, demonstrated 
convincingly that where the Radicals can be induced to 
cooperate with other democratic elements, enough anti­
Castillo and anti-Axis sentiment ean be mobilized to carry 
the day. On the other hand, the goverrunent's alleged inter­
vention indicates equally plainly that the Ca.stillo party is 
ready to resort to more and more openly dictatorial tactics, if 
necessary to maintain itaelf in power. 

Uruguay at 1M PoUt 
In the first oompletely free presidential election in many 

years, the Uruguayan people have given Sr. Juan Joe6 
Am&aga a thumping plurality over his pro-Axis opponent, 
Senator Herrere. Moreover, oonatitutional reforms, abolish­
ing division of the 30 senate seats equally between the major· 
ity and leading minority parties, and ending the arbitrary 
granting of a number of cabinet seats to the minority party, 
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were a lao a~proved by tbe electorate. Elevation of Am&ap 
to tbe prestdenoy should firmly orient Uruguay within th 
Un!ted. Nationa' orbit; and the accompanying ch .

8 

!8gl8lative structure should destroy the le~·' bu18• angeef ~ 
bat t

. . th . &"" - or su..., o ruo 10rusm as e Herrenstaa might otherwise h 
tinued to "' rt I b ave oon-e .. e , o oee o servers believe. Moreover · th 
new Congf888, in which the liberal democratic party ~mh e 
a large majority, women will hold seate-for the first r a~e 
Latin American history. IDle m 
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APPENDIX I 

REPERCUSSIONS OF RAP RAIDS ON GERMANY • 
The increulna mocniWde of Alllod bombt.na open.tlone ap1net OermN>y, aod 

the oddod cmpbull on lncendl&rllm In oonsootod clvWan a...-bolb ldpalleed 
by U>e Coloano raid of loot May-have cawood oorroopondlnalJ' olanllloant cba.,.. 
In the Naall' Air Jlald Prccautlono oyatem. Tbe moot Important oflbooecbana-
lbe enlrance of lbe Puty into the ftcld of alr· rald roUel-.ppcano to have bad a 
favorable effect upon clvlll&n morale, countera.ctlns In tome meuure tbt PlY• 
ebolosleal lmpaol of lhe ne" m ... raldo. 

p, .. C41og .. Period 

( 

Durio& and alt.er alr .. rtJda, f'tiiPOMibUity for m.a.Latalaloc order ud ttlt\1, 
combaulns ftroo, ropalrioa publlo utllltioe, dtt.riJ>s- of debrio, and •lmllu 
laOb II ..,.ted In lhe Boeurily and Au.dllary Service nllba Flm 0r<1tr (8"""" 
~·*' HU/tdi_, I . Ordn:ftf). TheM funetioo.a ate, lD practice, carried 0\1'\. ... • • 
by .-ariow tivUI&n deftDM orp~~batlo01 of a ltllll·milllUY •""'-· Loa& 
btlore tbe "~ pl.ue"' attack on Colope, t.be Seeutltt a.od Audli.Ary 
Service in aoy a1- ehy, lbouah oomlnally under 06rio&'• Air ldinlouy, -
mbjeel to tbe lmmodi&IO command of U>e Loeal Pollee Admlniattat«, and lbuo 
iodiroctly aubjee.t. 1.0 Bt.mmler &nd bit Ordu PoUoe (Ordn-..,.. .. Poliw). 

Backbone of tho elvD all'rald dot .... eyot.em (" leaat, oumerically) ""' lbe 
m.ammot.b, ee.mt.omolal R411ch A.RP &IIOcl&tJon. which lD 1G3G oumbeN4 J8,600,· 
000 membcn. Oft.en reprdod aa corrupt and f.Defficlent., tho ueooS&tloo Gel'­

t.&inly had None ollt.a ort,lnal purpoee~ the collccUon ollundt; nor hu 1&>, eiDOO 
ita foundatJon In 1138. noglocted tho ope.nlDS: of addJtlooaltourOM of ~venue. 

U, \hue tar, no Ul3jOr teandal hu d6veloped over t.hcee fina.nciAl t.ratlM(I\JODt, 
lt.la becautc tbe a.noolatlon doe~ render aubstantr.l eervioe. From Itt iooopt.loo, 
iL hN ea.mpalaned t.o m&ke the population aware ot t.be dansera of a.erlalattaok­
wiLh auch aucoe .. tbat in eArly~~ or the war, ma.ny Germane expeeted tat 
heavier ra1da tb&n actually occurred. As of 1G3G, t.be &IIIOCI.atloo wae malotalnJDJ 
onme 3,800 AJ\P aehoolo, wltb 28,000 ARP tu.ehe... II bad no dellth of pupllo, 
either. a:ioce nurly everyone. whether & member of Ule ..oc~&Uoo or oat, wu 
leplly obliaed lO at lend. 

Anotbar vll&l unit in the tivD clef .... 1J1tetD boo been tbe 4..a,l>tln& f...._ 
Wu p~rat.loao modo durin& the Munich <riel~ in 1038 op-Us nveoledlbot 
lhlo departmeol oonetlluted • ....t link, and .,..o -a l&t« ala",.. .-ed 
creatt.na a ..,....u, eonii'OIIod, .. tlonolly orplll&od a..ftablinl f-. 

Drawu up &COOrdLDI to tbe FtArtf?riuip, whh B.1t:omler 1.111 &h• role ol fthrer, 
lbe ••• Fin ~on PoUee ......,od W&ely a poper orpohatlon 1101.il 1be 
O>~brook of b01,Diti01 In I 0~. Th.., U>e u.z.• of aiNaldo modo ~ion lm· 
peratJve. The proteuiooal G~gbtlc.l foroee in about 65 ke7 dUll w .. t&k.u 
over and tnoorporated In t~o Flte Prol.ectloo Pollee. Ua.lfono ~blin& 

I B.lllt4 OD e ~WII ~ ID tbl a-reb ud A.Aalpls Bttlldl .. &bt OINt CJ1 1""'-" 

"'"'-· 
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l«<u>fqu• ,_ eolabllobed, ~Iiiii equJpm.,l wu -...s ..,d lllll 
ol -mud Wider Blmmler wu ..ued. VoiUDIOty ..,d Obu.;.IO<J' ~ 
Bripd•, wbJeb oomprlaed ~liaa auxi!Jari• oraaoiMd locoJ)¥, ,...., -
formed ID10 &D auxlllafl' 8.re pollee boop (lbe Voluntary PIN 8rf8&de alooe bed 
oumbtrad oboul 2,000,000 ID lbe Pr&-wor period). Deoplte lb .. orpnb&lloDOI 
acb.Jevemeot.t, however, the operatio.n&l atrengtb of tbe Flre Bri&adll waa at • 
low polol b7 lbo limo of lhe Coioa:no rold-<>wina 10 oertouo pomuol ~ 

10 lbe armed to.-. 
M tor the mllit.ary anti-.aircran defeneea, tbeee were ahraya under direct. oom 

mtUld ol Oortoa'• Air Mlnlmy, aod &ltboush tbolr eft!olonoy dooa not com~ 
w!Lb that ot Brltaln'e l)'tt.em, they hava by no mean• oru.mb1ed under att&ck 
Con11denoo In lhooe defen100, up 1o lbe oro o1 tho Coioano-tTJ>O r&ldo, wu • ...; 
hlah ..... , a • ....., olvlll&o& 

""""' eor.,., n. bomb& lb&t ""'ked Colo~!»e tbnok 1be Genu&D ARP OYIWD &!moo; ., 
bot.vDr. Oa lb& day foUowtoa lbe atiaek, 06rtna b&olll7 \raMforrad lltulot 
control of lbt Socurity and Auxllivy Servioo 10 Hlmmler--porb&po wilb lbe 
doolrt o1 riddln1 lb& Air Miniolry ole rolber em~ -nolbWty In riow 
ot tbe Lt4/rWJOI•'•lDabruty eith« to fonwt.all or to a ..,..eue.b ac.taeb. ~~ 
rellnqulobmonl of oon\IW, on lbt oilier band, wu ...., oppoNnl lb&n N&l: M 

lodle&ted provlouo~T, lb& Seeurily and Auxllivy Senlot bad &lwo11 been W>dor 
tb& 44/odo oomm&Dd of Blmmler, and in lbo .,....eo~o&no meraer wilb Hlmmlcr'o 
Or<ler PoUoo, lmmtdl&to oo ...... d of lbe Strvlot wu given 10 Oortn1'1 old friend, 
Kurt O&lu .. e. 

TM Porlr lllfpo lft 

Other mov .. of peater aigni6ct.noe, however, tt.emmed from the RAP'• 
tntenalftod bombing. Tho moe~ import&ot waa, undoubt.6dly, t.he aotJon t.a.ken 
by t.be Nasi Part.y lteell, wboee preatige prior t.o thle tlmo had not. been partl· 
culorly hl&h. Provloully, &ltbougb i& bad ens'led In &lr•rold relief &lon1 with 
olher aovernmenlal agencies, the Party bad not wlahed, throuab publicJ~y abou:' 
Ita act.lvlttet, to empha.si&e tho whole bombi.llg problem. Alter Oolocne, howe\'er, 
wbon Lbere WU DO fu:rtJler J)OII(bfllty of min:lmJatag l·he .OriOUIDell or t.betlt.uat.I:On, 
lbo Party ob&n&ed ltol&olloe. I< bad loo<OAd, before, lbo poiiiJDOI &dvao....,. of 
ldeoutytna lt.Mlf promln6D.t.ly with effective relief meMUree and lm.planUn& in 
tho pubUo'o mlod lb& Ide& lb&& lbe Party bad fortMeo oDd prepared everylblos 
down 10 lb& IIID&IIoo& deiAll. Now i& moved with deopotob 10 pl&oo I...U ID lbe 
poolllon of • ohook- botwOOD individual dti&OftO and lb& Oorman bu,...... 
ney-oolorlouo forlto _..lillll&dt of lac& In de&llaa wilb lbo Jl'lblic. 

Tbe Part7 wu a.bu.d.r io poeeeee:ioo ol a comprehe1ltl•• local orp.oh•doo 
buUt &rOuod bloob (40 10 eo houoeholdo), ..u. (t 10 8 blocb ), and toe.~ Pan7 
Groupt. Whb tblt adva.nt.tce. It ..,.. aooo able to •ork out ao elabora&e aad 
ceaerallttft\deot 171tem for "raid rdier". 
O,...oti..-

Tbe Party Block Leader b&o been made ~ponolble for lnformlns &ho bouao­
boldt under bll cbuge of tho location or the ooncentratlon pofn&. Mlect&d tor l.boM 
bombed out or tbeSr bomee. Immed.iatel.r alter the "all otea.r" •lanai bN eouoded 
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toUow!na: a raid, lb& _._ f&mllleo p&bor at lblo d dp oted polat. .t.ftor 
reporlilll10 lbo Pan71oadon. lb& •lellmo ""pn~vidad with f..WIIoo for ,__. 
inS from lb& ohoek of lb& raid. Tboa, to ooU&borolloo wilb lb& mualolpal ad. 
mln'olrolloo, lb& Port7 -tcna lbt bo...- to,...,....,.,. quanon wbJeb, pr1o< 
to lbt r&lcl, b&vo been oeleoted lbrou1b q-nn&!No eheulalad b7 &be Pan7 
Blook Lo&doro. ( 

Food and elot,hlnc, moreover, an doled out by tbe Party, ot lt. Natloaal 
Sool&llsl Wolf are unlto. ln boovlv r&ldo, fteld ldtobena.., ruob&d 10 lbo -• 
ol d£1utel. Extra ration• ol t.obaooo, oJ&uettee, ooffee, meat, 1upr, anct tweet. 
...., dU.Iributed. Olllooo .., oel up lo give lnformolloo oboul the mS.IDI u wU 

01 about ol•lm. lor domaso (&dvaoooo up lo 1,000 RM for domasad proporiy .., 
made within a wMk or tao day1). lo order that bombedooOut vlothu mA.J' obt.aln 
prompt. te.rvloe In tloi"CCI, the •bope eeWnc textile~, ahoet, clul~ poroela.lo, and • 
bol.l.M:botd artlcl01 are lnttructed to eeU uetuai .. ,el, to air-ra.ld v~t.lmt tor toun.eo 
do11 lollo•-lnl tho attook. Tbooo wbo with lo bo evoouolad .., oorad for b1 
the l..oeal Part}' Oroup, whJcb wW In addition take eh&tp of lbe ttorlnJ or 
lorwordlaa of evoou6o' bouothokl ..,ode. 

Cilleo drulloolly bombed 101 more lb&n lbooe malerW -- from lbe • 
Part7: pr&loe and oo1&oo ""' &leo dlolributed laYlobly. Tbuo, lb& ~ ot~ • 
Colope wore commended for their btb&nor and told lb&l lbo hbtw - tbe 
11no110 uk for lolormollon obou& lbe towo. Tbt Party GoolftUr In lbt Rbooltb 
.,.,ropo~~o decorated 1,600 ,._ Tbe dead ""nouoUy buried Jl'lbllel7 undar 
Party auopl- and opodollronoportallon lo ouppliod (O< lb& bo""•od. 

Fir .. J.gA.lirtg Foret• &rt~rn.cd 
The raids on Cologne a nd EMeo l&w bombe dropped on Germa.n ehletlo rat.lol 

ot between two and three tooa or lnceodlariet tor ever)' too of hJcb ea:p"'-1.,... 
The re.uiUna ooonaptlooa threw J.oto bold relid' the necee~f~y of furtbertt.no.ctb· 
enlng 6r&-flghtlng taclUUet. Scaroely 24 hourt att.er t.be ElMo r.SdJ BlmOlle-r 
ordered aU Ft.ro Brigldee brought. up to run at.ren!lb, and ln wlnor&b1o a.rMI to 30 
percent above pea.ce-tlmo requlremeol&. Ftre-6sbtJns equipment, moreover, 
WM promptly trtDI(arrod from former CJeobOIIovaJdA to tho Releb't WMtuD 
Jreu, acoordins to eomo report.a, and mobile Fire Protection Pollee tellment.l 
,...,.. .,..ted aod ap_. 10 b&ve been el&llooed •• •trotecl• polnto wilblo tbo 
Rolch for epoclol emoraODcleo. UnoonJirmed deopatobeo ....,.. lb&& In ,_,, 
ro.ido PIN Pro,..llon PoUoo unlto b& .. been rwhod 10 the &ld of • bombed oom· 
munity from toW'nl&l ru dltt&At .. 200 JDUea. 

Otber reporta b&" todle&ladlbtll- of a-~~&hllnl _..tODd equlpmool 
employed durin& ..... r&lda ...., 00 bot.'7 lb&l ord<n b& .. - oullo C., 
both meo acd oqutpmeot u.Dder abetter UDtil the f~' • cte.Pit.e tbt bMcltt.ar\ 

tbuo given 10 001 oonJI&&rollool. Aeolber -uenoo ol lb& ~ &AI' 
r&ldo, wbkb ...,.. oooompanled 1Dovllabl7 by a oeriiiD OIDOWII ot bombloc of 
....,Dir)' dlolrioto, wu 10 loduoo lb& Oermono 10 fraollo ellorll 10 ..Woreo &bolr 

rural ARP oy110m. 

B§cdMI Morolo 
lnaufftolent and oon\ndle.torr lotorma&:ioo plaeee &n7 oonclutSOD.I oonotrulq 

Oenna.n morale upon • tenuout baalt. But It lla~ Jeut P*lbl6 to eon ou&., and 
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lo--• lo welcJ>, ~ laelon In the ci.U deleooo plotun dotrimooto11o lbe bomo hont'o .,..... &Dd ~ wbloh t.eDd lo otno,tboo lt. 
Certainly the RAF raldl bove oonrront.td 0.J'IDAD autborllleo witll a ..n.. cl 

lltuallono whlob bovo had lo be m&D~ with the utmoot oan. Tb.e ouppil cl 
cleotrlolly, sao, &lid water hu olton been .. riouoly lmpalnd; ir&llopOri&U.. 
faclll lleo and food dlotrlbuiiDo bove fNQUIDUy brolteD dowo. UDder u.. -
ditlou, pa.olo Ia a.a O'l'er~pNJnt. threat. and crltlollm of ARP authorit.iea ilwrit.able.. 
~'- evaeuatioo hu In eoveral -..a- beoo ._,, a/tor tbo &.tool: 

raJdi, 80 peraent. or the eh.yJ• populaUon WM reported evacuated; after t.bt a,_ 
bJa raid OD Lubeck, !tOme 42,000 were beUovod t.o have been made bomeleu; ud a 
rellable Oilrma.n aouroe Admitted some 60,000 (millJee were wft,hout abetter 11\lr 
Colopo't bombi:og. Durloc tho put. two years, 1,200,000 children have beta 
evaouat.td hom Gtrm&D torrilorieo ond&llpnd by air raldo. Tb.e '- tbot ... 
be eald about tl1eee movemeDto it tbot tbo dloruplion of tile family - bolp 
but alfeot lhe seoeral morale. 

The hou1lng abofta8e, too, will have ltAI Jnftue:noe. Germany entertld tho wt.r 
dafteiont In housing, and 1lneo the beginning of the 1&186-&C&lo RAF ralda a m111 of evidence bAa accumulal6d to Indicate tha~ the boualns tlt.uation bu now 
reached &II aoulo •1&8•· One British eotlmate plaoeo lbo probeble <lamas• u a 
reoult of 0& major raldo on 22 buD,_up ..,_ (Marob to Aupl, IDU) &L 216,000 
d....Uinp demolisbod or roaderod UDIDb&bhablo. D&ID&pd dwelllDp ooedlnJ 
ImmediAte repa.ira: were pl&oed at 107,00()-whlch doe. not. lnc!ude boute~ ,.... 
ceJv-lng 1ucb superficial da.mace a3 broken windows and bltlted doore. 

Two IOM tangible lact.Of'l alllo play tbcJr part. in advcr~cly atracttng German 
morale. Ooe ia the eoll.apee or the OOrlng·IDJJpired legend tha~ Ge:rm&n e:ltlfl 
would be relatively Immune from aerio~ air attack. SlDot tblt beUel bad bteD 
nintoroed by nearly \hrto yeare of eomparati'IO eecurh.y, k.t eudden demlee bad 
""o!leoL all the more omouo. The -•d '"""" fo tile ltoowled&e In Partrnob 
l.boL Lbe problem or alr-rold ••lief may eoon be srowlng be7ond Lbeir oapaollflo 
aolvo It, and that. ovon partlll tanure to moe~ this teet. may seriously underQllne 
the Party'• prestige with the people. 

Q..oli.4<oli0111 

l L would be a pa.Ye mllt.&ke, bowenr, to ...umo from tbt. ell~ ol 
&dvereo ,...,.,.. tllet OermaD ciYillt.o morale loin any immedla~ d&Dser of onek· 
log u a -.IL or Allled bombing raldl. On Lbe ooolrtu'y, tbore lo ample evldOOOI 
to ebow that. the P&rty'e handling or alr-ra.ld relief 14 dalt hu proved e.nreme11 
elfeotlveln malnt&lolog lho oplrlto of tho publlo. EnorsoUo action In lho diatrlbu· 
tlon ot tood hae enabled P•rty unita to ••• tho liturJoo more t.ba.a. oooe, ud 
tile Party'o SOOeral on·""-Pol almn• &Dd Lhorouab o.....,l.,.tloo b&va obon 
DO-Uorl. 

Tb.e dnotlo ..........,. lhiL b&vo been token to oope wilh lhe hoU&Uls IILU&tloo 
have alto eUmulated oooelderable publlc oonfJdenoe. Summuy example~ b.avt 
boon made of "sp&oe-hO&r<lera": one man occupying a 1~roo1n flat. in Bamburs, 
for l.nat.anee, wa.a eent.anoed to two yeart' tmprUonment for refutlni to ebe.lt.e.r • 
bombod...,t family. Otlloe buDdmp. a~ll .. , and huto an beiDS converted IDI<> 
d...uJn,p; ~- an bciDs oubdlvldod; &Dd, wiLh lhe aid of ...-1 loaDo. tomporvy bQIIdlop an bciDs erooted. M.,_ver, by qua.r<eriDs bombed· 
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ouL !&~Dille& ID the larp< d'ftlllop of tile - 14 ; I .... lho Pony b&o -
able I<> porll'a1 lt.oell &I lho ...... , of - cUoti!>ot'- &ed lho ldood of lhe 
()OiiUJlOO maD. 

A&alo, by enooul'OIIDI oell· belp and ooU·reli&Doo &moDI tile people, lbo Po.ny 
ttJ&YIUCoood both In ralolns tile_....,....,_ of tb& publlo and In otavlnc oil 
Lba dly when Party ODd 8La1e aid may beoocoo ID&dequato lo lhe domaDda upon 
11. Famllleo an NQueet.td lo mai<o mutual .........-nl& wilh lrleDdo or~­
pn>vldln&obelter ID - one ramnylo bombed ooL ADd, to -.!he cltplec­
ed 1toekl of clcKhlQI, tho popula\loo ll Nkod to \aka batt, overaot.W. leather 
1boee and blanket.t to tho alr-rt.ld tboltore. 

Fl~ally, by aolually onoounclns olvlll&lll wilbiD tbo Rolob t.o write tbolr men 
,, tbe tront in gue,.l t.erma about bomb d.ama8e at home, the Party ll oonYertia& 
allablllly into al leut a limited ueot: 11reuooo tile~ ooe or the -ImpOrtant 
l&et<>IO In maiotalnlns morale II the beUof lhal lhe --of war an belns 
equally abond by all. So far,lho R......., campalsn bu dlmandod uopnoodent.td 
1110n80(11 ollbe German A.nned Forooa. U now the men to the &eld oao be .. ured 
that tha&e behlnd tho Unes are moo~lng-and bravol.f-eomowhat oompara.ble 
ween., the danger of ft.MUres devek)ploa betw~ the home froot. and t.he ft&bt.loc 
front may be appreclably --'· 

( 
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AJ'PENOOC n 
FOOD SUPPLIBS IN FBEE CHINA• 

Free Cblna., u now coQitltuted, la pruUe&lly cut. off from oute:ide 10u.ro. o1 
l~ullo, and must ~Dd on bu own .....,._ lo ouppiJ' Iter - ,..,. 
otlolt , lllhou&b lobe ~ nclono, • larJ• put ol oortb Chloa, and tbo ptlodpol 
dUN biYO been lod lo tbo Ja.,.._ tbo Chi .... OovomiD6Dt oWl oonmlo lito 
Lvl"r portion ol tbolotlllond .,.... o1 pro-war China. SUU mote fortunal<ly,llto 
unoooquered region• of Ohln.a were normally aurplua aru.e wlth rqpecl to food· 
otuJJo. Wblle the population ol wblt 11 now Free China • wao only oll&bll1 .,..,. 
IbiD hill (61.6 pe~) ol tbo population ot au China, It normoiiT pJ<ldueod 61 
perwnl ot China'• Wl&l wtput ot fondltuft'lo Tho-~ ot cma1 P">CI­
.,. .. oll&btiT bieber (&2 perwnt) ; and, lllhou&b lobe poteen~ lor 11Upplemeo1ory 
londltullo wu eomewbltlower (67 peteenl), uooocuplod China produood G5 Pfl'· 
CClnt ollbo rloo oulpulol Old Cbina (It obould be oddod tballho pteaenlun00<11· 
pled area oont.alnl lbe bulk ol Cbin.,.. rloo-oonoumlng pooplo). 

Tho wa.r, however, hM mod18ed thil f•vorable aituatloa t.n t-wo reepecW. lA 
lbe lint pl&oo, mlgr&Uon from tbo ooouplod .,..... hN rllood tbo popWaUoo to lito 
pi'WCIDt area ol Free Ch1a.a. by u mucb u 10 peree.n"' I. e., from 218,000,000 c.o 
.ome 240,000,000. lo t.be eooond plaoo, iD tpJc.e of gove.ram~" eft'orW t.o malaiabt 
or even to lnueue product..ion, the output of foodat.ufl's eeema actuaU1 to have 
decUnod. From 1031 to 1937 a.nnua.l production of ocnall and supplemenw,. 
foodnufft for Freo Chln& amounted, on t ho average, to 76,000,000 met.rlc t.o ... 
For IG4l and 194.2, a Ctuoese Government. e.tima.te, preeumably coveriA& '-be 
ame area, placed &hie output. at. 72,000.000 and 11.000.000 metric WDI reepeo. 
UveiJ'. Tbo emnt to wblch tbo decline may be attributed to oblltolo bow>dariol 
between tree &Dd oocuplecl areae il not. k:ooWil. It. Sa .. umed here, bowevtr, in 
the abeooee of lndicaOoot to the oootrary, that t-he production data refer to the 
same aro.a. Accordingly, tho decreaee abould be aUrlbut.cd primarily to a dec.reue 
in ~be ac...,age under cropo (duo Lvgely 10 land 6gbling and ~be dra.ininJ oil.,.. 
labor l.at.o tbe army), aud to uouaually bad weather condi&IODI in ee:rta1n..,..... 

ln oplto ollh- loetoro, Pfte China'• ov....U food poolllon fa ..W relallniJ 
oomlort.abte.. AlLer deduetiona for eood, toed, and t.be Uke have beeD mtdf, 
total food aupplietlD Free China in 1G41 and 194.2 amounted to 66,000,000 ADd 
65,000,000 metrio tone, rerpeetlvcly. On the aaeump\Son that the mu:lmum 
loc~U~C in population lndlcat«l above hu taken place, theee supplioe permit a 
per eaplta OODIIUmpUon of 276 tllol!l'fottll lor 1041 end 271 kD..,..... lor IG{2. 
Per capl&a ooDtUmpt.ioa for Cbloa u a wbole iD the p~'W'&.r yean wu 207 ki)o.. 
-. In lOrml ol tbla crl\trlon, tbereloro, tbe ov....U food oilnaUoo in ,... 
China mUA be ._,.ted N .UU 01tlelaetory. 

Jt mu.t. be empha.tlaed, however, that thlt crjt.erfoo t. a relative one; it eon1ti· 
tut.ee no proof that. OhJna'e populaUon Ia get,..t.lng the outtlUon It oeedl to re~ll~ 

• B-..cl 011. a ~.alll prtptrtd rn tbl ~b ao11 AMJ)W Bruclll ot tbt omoe d IWIWik -I X.... IN U IWO~ fl 01liiM IJirOpW (.u.la U. tlllo.pdca CJI- fJiartOif) ... U. ...... ,.... 
--fi~&DISCW..W. T-~~--fiM .. atan--.•W...IItB ... ......... c ........ 
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ttllecllfti1IUJtltor J- ...,-.. ~ tbo .....a.- IbM toW 
rood aupplloll In FrM Cblna are oull!olont to •PPir nortDII food nqu-11 
of tbo population muot no~ oboeuN tbo laot tb&l aouto t hort&l"' do 111<1 plaolln 
partleuLv &rON wltbln Pfte China boo&uoo of tbo dlllloultl• ol oollootlna food· 
otull• and d;.t.rlbutlnl tbem from wrpluoto do6<11 JOCioDI, 

A- ,m.a;.. t/IM ,..;..;po~.,.,. •• au o;,.. _, •• ,_ Cli111 ~> ( 

AUObm.• 
(I,OJO metrlo tool) 

- """"'' 
11#1 .-no loOGt -· 

Cet811: 
41.6811 39, 46& Rke ••••••• ••••• •• ••• •• ••• •• WbOit ••••••••••• • •••••• •••• ,~ 8,440 

Kaoll&nl····· •••• • ••• • ••••• • 1, 626 
7:847 4, 169 Darley ................. ------ · 
6,166 2, 076 Corn. ---················---
6, 632 I , 267 Millet •••• •••••••••••••••••• 

Prooo-miUet •• ••••••• •••••••• I, 617 603 
OaUL_ •••••••••••••••••• •••• 887 148 

Total. ••••••••••••• •• ••••• 0\'1,7&& 68,$74 

8upplomen~&rtloodolulfo: 
17, 724 10, 802 Sweet poiAIOOII •••• • •• •••••••• 
6, 283 l, Q78 Soya beano ••••••••••••••• ••• 
3, 166 2.065 F~-··········· ······ 2. 201 B beano ••••••••• ••••••• • 2, 076 

Total.. •• •••••••••••••• •••• 30. 147 17,044 

Otbcrw: 
2. 807 OG8 Peanuts ...................... 
2, m I, 828 

~ •• ;,;c:::::.::::::::: ~ 346 
776 242 Cotton ...................... 
016 404 Tobacco •••• •••••••••••• ••• • 

Totll •••••• • •••••• •••••••• 7,305 3,828 

Orand tot.&!.--........ • .. • 131, 310 79,496 

w...._ll ... ,.,. Ob;lil .. 

APPENDIX Ill 

SPANISH MOROCCO' 
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A deciaion by tbo Ax.ll to move tnto Spain would Qllt for &n lm~at.e ~­
eatJoa,. ot tbe pottUoo of Spanilb Moroeeo tn the war, tor the~ 10 P , : 
to bo ol ~""'' otraWJI• value to eltber lido. To tbo Alia II _., 
• a...s cm•tlOdJ pnpwed ta the lt..-rdl_, ~....,. ti\M oeo..r.,....,........_ 
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Atrle&o bridctbood n.pldly reiDI..-ble by OOD'f070 h om _u,..., 1!poJa. T 
U.. Uolt.ocl Nallooo, 1,. -.palloo would - U.. Mt..,....Uq at u.. Q~ 
St.ral~'o -then> &bore and the ellmloalloo of a -'blo threat 1o u.. IIIOia 
Mo--Alprlan-Tunlolanoupplylllle. 

Axlt OOD007& oould mah t.he nm from M&lap ODd oU..r poiU oo tho - Gl 
ooul.._'""' 8p&ln In one nlshl. It a sufficient loroe oould be laodod end lls>oolah 
troopo lbere either proved o.cqui-nt or actually alllecl thomeol~eo wllb U.. 
lnvldel"', tho Oormana oould ltrike from the eutero and wtetem ondt of Moroeoo 
o•er good roado, lbelr ..,nt.ar being bultreued by the runod lUI Mouot&lno (ooe 
map al book). Allbe eut.arn end, a good road runo loword ~be border r10111 
MeUUa, And an Improved road u~nda eoutb to French MorocCIO. In tho ••ten~ 
eeot.or, a paved road leadJ aoutb from Tangier, with oonoecUont eutward to 
Ceuta, and Tetuan; moreover, a at&ndard-pugo nJlro&d oonoeett Tan~er wttb 
tbe Ftencb Moroccan 111tem. Morooco'• oeotrt.l area, oo tho other b&Dct, 
-••eo virtually no dlro<l road oooneetlooa wllb Fren<b temlory: three poor 
t.rallt ..... tbe malo rut and ~rut mountaioo-&nd eoow elooea tbeoe 1n u.. 
wlow. 

A olcnlll<ant otratecic root ror both oldeo would be lbe ·-1o lbe Spooloh 
Me......., frontier o1 tbe railroad and hf&bwa,. wblch ""' tbroOil> Fnocb 
loloroeoo toward A]&orla and Tuoi&il. At ooe polnl, ooulb ol MeiJila, lhoy­
wltbiA 1<o lo twenty mllea of the border. Aolt loreeo, acoordln&17, would-10 
olril<e ooly a abort dlllenee lo achieve mojor reoul.._ AUied tronpo, lor tholr 
port, would probably find II --.y, I! they wlebed lo do! end tblo 'PIIal routo 
adoquat.aly, lo penetrate .....U lnlo lbe Melill& -lor In tbe _, aod the t.nebe­
Tao«fer IOCtor In tbe woe:t, iD order to Mtablieh a mouota.lo battle Hoe euy to 
held. 

lt tho AUJod objective were the enforoed nauti&!Ju.tlon or eve.n tho oomptKe 
oonquOIIt ol Spanl•h Morocoo, advances (rom Ute eutem and wettem e.t~dl ol the 
colon)' would be the logjcal cou..rM, for only the aae~wott. hl&hway tftlhin Sp&Diah 
Morocoo glvM feulble aocees to tho central aono. Ol)oe pu1hed baek Into t.h1l 
rnld-eoot.or, whore tho Rita might prove u.npleaeant nol&hbort, the Axit dlvillooe 
would find their own llnoe of communication or advance very poorj wbUe the 
oupply rout.ae or tho Alllee, et.m.hing book lnt.o F,.nch Morooon, would be l&lrly 
good. 

'""~colioftl 
For eome tlnwt, the Bpa.ni:ah have been concen&.raUna on ltlenpbenia& their 

Axed de!eoeeo ID Spaolob Moroooo, p&rtioulo.rly o«A~oel aUack by - Wbile 
tbt monlmportaol ooulal poiu,.llaoklng the ot.ral,..,. oovered by ""ttuleo 
of oonolderallle power, the Atl&oticlllt.a.-.1 and lbe Medlternnoan otrlp.....,.. 
Melllla .,. oomewbat okeWU!y de!OD<Ied. Oppoolto Qlb.-ltor, tho ...-blot 
lorlll!ed.,. belloved 1.0 ""lb-around Al•oJCN!eculr, Pun10 Clreo, Ceul&, aad 
-tb of C.u,. near Cop N«<70, and Tetuao. 

Del ..... oo tbe Flanoo-Spanioh Mo......., !roollor ore oot oonoldered •orr 
!ormldab.._ lAbor botlalione have boon reported at work In lhe ~Anebe­
Arella-EI Kot.r o1 Keblr.area, iodl .. ting • renewed eft'orlt.o build up !ortJIIcotJ..,. 
a.od f'Or6dl. Oppc~~lte Xauen. an eztensive tyltcm ol traochct II uaden&ood t.o 
have been dug, and along the Fra.noo-RU frooUer a network oiiJ&ht tortlftcat.iont. 
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_wed ·- Taborraol, raoo - 1a1 Ifrtlo - c1 m T-. with lbo ala 
ol prOYOGU., 0 - cl "'- - lbo - - M ..... - cl Mellllo, a -pMIO obeiD at olmDor ICIOIUI"""'- to beUovod 1o ...,..t 1bo 11>-
proaebeo from U.. Moulou.ya •alloy iD Jl'roDob loloroeeo. 

Air &tu oM PfoMt 

Sp&D.llb Moroooo pauu1u ftve ftrft..<IIMI a.lrdrom-, ol whlob t.bt two .,__ 
equipped are tboee oear Melllla and Tetuao.; &be other three ant aear L&ra.obe, 
Tangier and Alhueemoo. In addition, manyDergenoy landlos llolda oro report.ocl 
to have boen latd out, and ext.enatveaon.ttnacttoo le knon t.o ban been undertakec 
tor a fteld a~ Ta.m•rot. 8Mplt.ne buel, quite well-equipped, exln al Cou1& and 
MeUlla, and a 1Mplane aochorap at Albueemu. Theee vv&ou1 aJ.t...bt..lel t.re 
clearly deolgned wltb a view lo plano reln!ommento !rom Spoln: the number ol 
equadrona now iD Moroc:oo It believed to be e:rtremely ....U, aod moot of tbo plan• 
ore t.bemoelveo oboolote. 

1'11 Ara¥ ,. 
The Bleb Commloolooer ol Moroooo, Geaerol Orpo, boo uoder hlo -mencl • 

oome 160,000 troepo. What propoetlon of tbeoe are nod- II aot aeewatoly 
known. 

The two Army CorliO whlc:b moko up Spaoloh Moroooo'o loreeo-d>o elb aod 
IO<b-are undoubtodly bet-ulpped then Franoo'o botlallono ID mettopoUIAa 
Spoln; but lbey remolo a -d·rele mDitary _...Uoa, W.upplled !or any 
modtm ~e ol!mohe. TbtJe are oeorcely2,000 trueluo In tbe wbolt oone; 
mott. or them are t.oo old lor rou.ch eam~lpin,s, but. even ll \bey wore to belt.er 
oond.iUon, tba tbortaco of petroleum would keep many ol tb.em fdle, Armored 
cara are estlmatod at 250, and t&nkl at lrom 180 to 250i none ol tbele t. modero 
and tho tanluo are undonlood lo be 01ootly !Jsbt llalltn and medium Ruoolon 
\ypeo datlns !rom tbe Civil War period. 

A reorganJutloo oleovenl years ago wuwppoeed to b&vo given Orp• '• Armr 
a aubetantiN number ol 15, 105, and 1M mm. suna. Troope on the Franoo-­
Spaal•h rrootle:r are reported to poue~~IOme antlat&D.k I'Jnl, moNn a.od howa 
lt.aerw· and thouah a tow modem a.ntl...s.rcratt pleoee .,. kaown to have beta 
impo.1.d and tnolallod, moo\ oltbe Army'a aotklr<ra!l equlpmenllo bolleved 1o 
be antlqualod. One weU-In!o...-1 mDitary obeerver boo OIIOrled that ••eo U.. 
poni&Uy demllltorb«< Fteo<h tronpo In Nortb Atrlea before lba ADied O«Upolloo 
could""'" pvoa the Spanloh-Morocean roroeo a had drubbing. 

Pol~i<ol c-,w.;... 
Bow 8paaloh Moroeoo would rMCt 1o Aldo ..-to '"' _...,.,uten 

Spain would depend prtmo.rlly oo lbe oompareli•• otreoctb and dlopoollloo c1 1be 
ADied and Aldo r...,., and .....sorQyou lhe altllnda lokeo by Madr!cl. Ae -b 
week - U.. lurlber -'ldatlon of Br!lloh and A-'- otreoctb iD Nortb 
Africa, the likelihood ol a move by Orpo in the raoe ol ADied laaluo and plaoeo 
dimlnl.obeo proponlonat.ely. 

Orp.a hlmeel! boo made " repeat.eclly evldeol lbet be lo by oo _.. - lo 
loUow blindly the blddln& or ~fadr!d. Under lui February'o law (.trtuolly 
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drafted by Orpa), ll>o M- _..a admlnlotrslloo - "'be d!l I '· In c.beory u well u lo fael, upon ll>o MIDIIUy ol Forelp Main. 
Orpa bu OOUib~ \0 oooooUdate hlo proooDOul&r pooltton by buJJdl., up 1 otron& pononal foUowtnr, and by locratlaUnr hlmlell wllb tbooo ._II Ia lbo gove"'menl wbo- likel7 In hlo oplnloo to 11&y In 11>o IOddle. ~ 1Mbnleoll7 ll>o beod ollbe Folonp In M.-, be wu-ollboool-­lo br!nclnl aboutlbl fill o1 84fter He _. to relalo lbl oouAdenoe of Fraoco. and bu laken poiDO \0 koep on rood terma wllb the mooaroblol seoeNt­Jord&o&, Quelpo de Llano, Vllftl&, Klndel&n, and lblreel. 
One facl oo wblch tbe Allloo ~ nly In bellevlna \b&l 'Orpe will ,..q 10 move oplnolua It the HJab Coaunlloloner'o lukewarm attltuda toward Spoolob lrredenllol c!Aima. Newopaper propoaondaln Bpoln bao clamored for tho oooeu. tlon of oome or Ill of French Moroooo, ood lbe Fol&cgelo oommltted to lblo polley. The occupation In 1~0 bylbl Spoollh ollbeiDt.em&llooal 100neol T~oed 10o lnooJPOrotlon ID\0 Sponllh Moroooo wu one otq>. Estremlolo 01p furt.bu­aueh u l.-be formation of a eoUd block of Spanleh territory from Tangier to JlnJ aDd Rio do Oro. Yet Orgas bu been reported sa oaylog that Spoln wooled ocly minor eban(eo, tbelthlo wao a poor time 10 bring tblt queotlnn 10 tba fore, ODd t1w 8poln wu ao little Ukely 10 attaclt tbe Fl-ench In Norlb Aim. 01 In &.,..,.. Givins t-ubat&noo \0 t.bee;e expf'MIIona, ()rg.&s baa me.l:nt.a.lned friendly re1atka over tho pNt year with the French Ganeral. Nogu~, ttUlln power under Dadaa. 

AN ond Pr.-.hil 'orcu 
Worldn& apinollbl cenerllly dampenlnr "neutnl" luAuenoo of 0rpe bo,. bee» botb ~rm.an ageota and members of the Falange. Natl ptsoetraUon ID Spanlah Morocoo hM foUowed the famJlfar pattern. The German conaulatt at Tangier boo a ouopleloutly lorgo otaff. Qeolapo agooLI sbouncl-1ilb • .. .,. venien\17 eloaer opproebemen~ wltb lbl Spolllob s.c..ritl44. FUtb oolumn lldl<l­tl• amonr cliosldent elemenLI are generoualy auboldloed and culded. The Falanglst&l aro present In oonalderablo lt'1'6Dgth througbou~ u.rban Morocoo, portleul.uly In Tongler. He"' a party card lo prerequlllte to • otote job or .... traeL Yo~ lbe !toy peo11 in 11>o Moroeean &D•ti"DDIW>t are beld lar&e11 by Army men wbo are neither pro--Allied nor pf'Ooo-A.xll, bu~ fwula.ment&U1 pro-Spao.1&b ud antl-Falaogo. 

NOliH OM l'l-<>-AUiod m.-
Botb Allied and AD propacanda ban been ~ted In luU volume at 1114 natl•e. of Spanitb MOTOeOO, wttb tbe ne.t. ctreet or 1tlrri.ng up ae.otJmcotl not> 10 much pro-Ailted or prc>Axil ., antl..Span.ltb, There hu been d.lloooteo~ amont the Moon over Fraooo'e f&Uu'rt to ful6ll ~betr oatJon&Uitlc aaplraU.one: and om tho ooollnulor food obort&p. ThDUib Arab ullnoallol poupo have pnerallJ adopted a pro-Axil Une, and 10mt of them have not beedtated t.o aooep~tut»t&DdrJ aubeidlaatlon Crom t.he Nut., ~ho RUt aro unde,..tood not to c.a.re at wboee t1dt they fiahl, aaloog .. it lo agal01~ tbe 8ponW<Io. 
Ao 1o 1be natlveo wltbln tho M-. m!Ut.vy until, 1L appeon Ukelylb&IIMJ wm obey wb&~vv ordenlbelr Spaniah ollloero II•• \bam. FraDOO'I preetfp .. a retulL o1 the vtct.or, he won In the Civil W&r, with the utiltaooe of Moroooa• 

80 

ootl-.11 oWl bJch-wbereu tb&l ol r..oee, wbleb baekocl tba -In 8palo and ,..lben defeated ltooll, boo ounk ..-,low. 
Tbe AlJloo ean oount for ouppori on mucb o1 ll>o fo""" pepulalloo o1 To.oa1oo 

ood on 11111.1 J owiah """-· Some of lbl ex·loy&Uolo are pro-Unllod Natlona, ond olbero trapped In \be foroed·labor baltlllo.., would wo1como &01 oppol' tunl11 to ainto &I r..ooo, wbelbor It belpod 1bo Allloo e< DOL 
&c7MMkf 

The ooooomlo uoeLI of 8poolab Moroooo are ......,ty apl to lnvtlo &D Aola or t.Uied lnvaoloo. Tbe area l.a deftoleoiiD llour, oupr, VtCOI&ble oU. (olbar \bon olive oD) loSil1oo, fuel produell, -1, fenll~Mn, and nearl7 Ill Yarietloo o1 metal ~ulaeturet. lta wrpl~.a~M of lroD Off., l.i:mredo:Dt aDd pbolpbate rock, and anUmony ore wou.ld prove no peaL prbe to t.he United NattoDI, nor .,.. 
they Ukely to influence a Ge.rm&D docllioo either for or acaJnat lnvulon. 
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SPANISH MOROCCO 
• PRIMARY AIRFIELD --- PAVED ROAD 
e P"OBABLE AIRFIELD -----IMPROVED ROAD 

• SEAPLANE BASE -....- RAILROAD 
• SEAPLANE ANCHORAGE --- INTERNATIONAL BOUNDARY 
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