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De.nlel 
Bell: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

IIMJr : 

B: 

HMJr: 

B: 

RMJr: 

B: 

IIMJr: 

B: 

IIMJr: 

B: 

IIMJr: 

• 

March 20, 194) 
9:57 •.•. 

Yea, air. 

Good morning. 

Morning. 

Doea the nam~Ph1ll1p Glbaon, who uaed to be 
Director ot Finance at Cal1torn1a, ring a bell 
w1 th you at allt 

No. 

Didn ' t we onoe cone1dar himt 

Phillip Gibeont 

Not He'a not •••• 

For- you haven't- you know what 1t'a tort 

We just - we just wanted him aa an aaaiatant, 
you know? 

Yeah. 

He now happen• t o be Ch1et Juat1ce ot Cali­
f ornia. 

It doe en 1 t ring a bell. I don 1 t ltnow. 

Do you ltnow what the taalta are ot the Director 
ot Finance at Ca11torn1at 

Wall, I don't know, but I euppoee 1t1 a soma­
thing lllte the Secretary ot the Treasury. 

Could you tlnd outt 

Yeah, I could. 

Would you let me know todayt 

Yea, llr. 

411 right. 

..... 
I 
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8: 

HMJr: 

8: 

- 2 -

I'll let you know today, right away. 

I thank you. 

Right. 
, 

2 
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HMJr: 

Mise Wa t ter1 
(Douglu 1 Beoy): 

HMJr: 

11: 

HMJr: 

11: 

HMJr: 

W: 

HMJr: 

W: 

HI!Jr: 

W: 

RliJr: 

11: 

HMJr: 

March 20, 19~3 
10:11 a . a. 

Hello. 

Hello. 

Thie i s Mr. Morgen thau. 

Good aorning, lir. 

You - good a orning 
the Juatioe int 

to JOU, Do :rou erpeot 

I think he'll be in before eleven o'clock. 
He ' & at the dentiet,Mr. Secretary. 

Oh. Well, it he'e in a good huaor when he 
coaea back - the dentist haen 't hurt hi• 
too much •••• 

No, I don't think eo. 

He recommended t wo people to me, one, 
Phillip Gibeon, Chief J uet i oe of California. 

Yea. 

Got a peno1lt 

Yea. 

And the other , Max Radin - R-a- d- i - n, 
Univerei t:r of California •••• 

Yea. 

And he kindl:r contented that he would trr 
to find out whether either ot them would 
be available to come to - ae advisor t~ 
me a t the Treaeurr, and I'm going to take 
advantage ot hit good nature and aak h1a 
whether he oould either get ott an air 
mail letter or a t elegram to them or aoae­
thing t oda)'. 

3 
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W: 

HMJr: 

IIMJr: 

If: 

HMJr: 

If: 

HMJr: 

If: 

I!MJr: 

If: 

II)(Jr: 

W: 

- 2 -

Now do you want nim to wire both ot tnemt 

Yean. 

Or Just onet 

Botn. 

Bo tn ot the :a. 

Yeah. 

Yea, well, I'm sure he'll be very happy t o do 
that, Kr. Sebretary. 

Ifill you guarantee that he doee itt 

I oertalnly will. I' ll eee to 1t :ayaelt . 

Wonderful.. 

All right , eir. 

Thank you. 

Goodbye. 

4 
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HMJr: 

Operator: 

HMJr: 

Hull'& 
Seorete.ry: 

HMJr: 

Cordell 
Hull: 

III(Jr: 

HI 

HMJr: 

H: 

III(Jr: 

R: 

HMJr: 

H: 

HXJr: 

HI 

HMJr: 

H: 

Hello. 

Secretary Hull. 

Hello. 

Ma.roh 20, 19~3 
10:17 a.m. 

Juet one moment, pleaee, Mr. Secretary. 

I eee. 

Hello, Henry. 

Hello, Cordell. 

What' s going ont 

Well, that's the troublet I don't know, and 
I thought maybe you coul d help me out. 

Yeah. 

About the middle of the week Halifax called 
me up and eaid that he had a cable in rrom 
Churchill tn regard• to - aome negotiation• 
in regarda to the franc and the ~llar and 
the pound, you aeet 

Yeah. 

And should Eden take it up with me or ahould 
he take it up with the Preaidentt 

Yea. 

Well , knowing nothing about it •.•• 

I haven't heard anything about it myself. 

•••• I aaid, "You better take it up wi t h the 
Preeident . • 

Uh huh. 

v 
5 
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HMJr: 

H: 

HMJr: 

H: 

llMJr: 

B: 

llMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

llMJr: 

H: 

HMJr: 

H: 

!DfJr: 

- 2-

Beca~ee I didn't know what he waa talking about. 

Yeah. 

Beoauae he eaid that - I gathered that the ~anoh 
had turned down either the auggeetion that the 
Preeident made or Ohurohill had made and Churchill 
would seem to be appealing t o the Preaident. 

Now i a that in the Atrioaa' 

Yeah: 

Yeah. 

So I gather. 

Yeah. 

And I Just thought it aometh1ng like that was 
goi ng on and you knew about i t , you might t ell 
me about it. 

Oh , yee, I - all I have notioed was that that 
titty-cent pr opoeition went through and ia in 
operation. 

Well, evidently there must be 1n some other part 
o r Atr1ca •• •• 

I guese eo. 

Would you mind inquiring around, and sort or •..• 

No. 

•••• tell your boy a 1t there' e •.•• 

No. I tell you what you do t oo. 

Yeah. 

You tell some euitabl e peraon over there to al­
waye keep in t ouoh wi th Feia • . •• 

Yeah. 

6 
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H: 

KMJr: 

H: 

KMJr: 

H: 

IOIJr: 

H: 

IOIJr: 

H: 

KMJr: 

- 3 -

•••• beoauae he's aore apt to know about these 
rumors and reports t1ret than an;rbody we'•e got. 

I 111 do 1 t, and 1t you wouldn 1 t mind tell1ng. 
Fe1s, 1r he'e the man • ••• 

Yeah. 

..•• 1t something oomee through that 1e t1nano1al 

Oh, yee, I'll - to get 1t over to your tolke. 

Promptly. 

Yee, I'll be glad to. 

I'd appreo1ate that very muoh. 

All r1ght, Henry. 

Thank you. 

7 
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HMJr: Bobt 

Robert 
Patteraon: Yup. 

March 20, 19~3 
11 :oo a.m. 

I!MJr : I hope you didn't mind my needling you Jeeter­
daJ. 

P: Not a bit, not a bit. 

HMJr: Bob, While 10u look into the bond thin.g - Who­
ever 70u have doing that -- would 70u mind, tor 
JOUr own sake, haYing him aleo look into the 
aold1ere' allot.entt 

P: Dependency allowance, you mean. 

HMJr: Well, whatever JOU call it. 

P: For families. 

HMJr: Yeah. 

P: Well, that - that - yee, I will, but tha t -
I know a good deal about that alrea4J. 

HMJr: Well, isn't that way behind too. • 

P: 

HMJr: 

P: 

RMJr: 

P: 

HMJr: 

PI 

HMJr: 

P: 

Well, that's picking up a lot. We eent that 
office up to Newark •••• 

Oh • 

•••• and it'e being run now out ot Newa.rk. 

I eee. 

The bond bueineea ie bei ng aent up to Chicago • 

. That's right . 

April let. 

Yeah. 

Ot couree, i t'e been in bad, no doubt ot that. 

8 
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11MJr1 

PI 

RMJ'r: 

PI 

RKJr: 

P: 

IDIJr: 

P: 

RKJr: 

P: 

f!I(Jr: 

P: 

RKJr: 

P: 

IDIJr: 

PI 

IIMJr: 

PI 

HMJr : 

P: 

- 2 -

Yeah. 

The deliveriee have been elow. 

Yeah. 

Our problem i a f a r harder than the Navy, 
because we have euoh a - a much larger volume 
o f - or bueineee. 

Yeah. 

And we take a.ounta aa low ae t 1.50 • •.• 

Yeah • 

••• • and th1nge like that, which they don't do . 
However, we've got to etraighten it out. 
There'• no doubt or that. 

I- I - I think i t 1 1 running three t o four 
mon tha behind. 

I th1.,k 1 t 1e. 

Yeah. 

That ' • wha t • •• • 

We11 1 I wouldn ' t have br ought it up if I 
hadn t tried every other way to - to get eoae­
th1ng. 

I know. It ' s all right, HenrJ. 

I t ' • okayt 

Sure. 

All right. 

Quite all right. 

Thank you. 

G()odbye. 

9 
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HMJr: 

Operator: 

W1ll iu 
Robbins: 

HMJr: 

R: 

f!)(Jr: 

R: 

f!)(Jr: 

R: 

HMJr: 

R: 

f!)(Jr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

Hello. 

Robbins. Go ahead. 

Yea, air. 

Robbin a' 

Yea. 

March 20, 19~3 
2:57 P·•· 

I Just called up Harold Ora••• • and from what 
he aaid I 'm afraid he'a . going t o be out t or 
some time. 

Oh, that ' s too bad. I waa making inquiry thie 
morning through his ottioe, and they said be 
wasn ' t reeling at all well. 

And I wieh you ' d l ook t o Ted Gamble as Acting 
Head or the War Bond crowd. 

Well, I have been doing that and .... 

And recognize him aa auoh. 

I - that's exac tly the way we've been working •• •• 

Good. 

•••• right up t o the moment. Ted, you see , was 
wi th ua all morning and at the lunch, and I 
would na t urally do that. It's a tine thing 
that he's here t o Jump in. 

Good. Yeah, we' re lucky t o have him. 

Yee, yea. All right, air. 

Thanlt you. 

10 
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Marob 20, 11K8 

TO: Jlr , Bell 

FROW: The Seoretar 7 

I want to know how -.z17 Ara7 oape han banlrblc 

tao111t1u e~~ d ho. an7 do not . ~ -'»""'• ·~ /-----~-

11 
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SUGGESTIOOS F<R SECRFl'ARY'S USE 11!EN HE GREETS THE PUBLISHERS 
KARCH 20, 1943 

' 

l 

l . 

Thank t l"e group tor coll1~. 

Regret that 2 or ) who wor e invited could not 
attend . 

We piclced this group to eo,.. to Washington because 
ws wanted a """'ll group of influential people 
in this industry • 

2 . 

COIIIMnt on illport&noe of group - roprooonting 

nowopopor i nduatry - oompooed of influential 

Point up irlportanco of Second War IDan 

CIIIIIP&ign. 
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S· 

'l'bank the group ! or ~et help on S tallpe, 

War Savings Bonde - l&st Victory Fund, etc. 

Den lop unique pos1 t1on o! newspaper induetry in tlU.a 
dri ..... 

a) Nnapaper is vital part o! Anoerioan co.am11;y life. 
b) Nnapeper editor io important oi the n in each 

eo-....1. t y - he lcno"" the ho• front - hae respect 
and follCIIIing in hie c 0!11W11i1;y. 

e) We want to take our campaign to the people - .thio 
is the people• a war - we noecl nnapaper support. 

-
6. 

Praiae group for outotanding job on scrap clr1 Te. 

They made the scrap driTe their own - it wao a 
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? . 

Outline plane for ca,y, 

a) Bconond.c charts - official. 
b) Brief outline of pro110tional plana, 
~) Jrief <leacription of our selling setup • 
.. ) wnch with General llarehall. 1'9rhape you will 

have ecae '"'~geetione tar .., at that time . 

s. 
Review pertinent points as followa: 

ab) Importance of our eoll1ng campaign . 
) I111p0rtance of newepaper help. 

c) 11e feel that if you know our problem, which i a 
the problem of ner~ in Allorica, you will 
f1 n:! ways to help ue • 

Close. 

See you later at lunch. 

14 
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< 

'lhooe attendl.n& Publiehere 1/.eeting - !larch 20, 1943 

(Chart Rooa of tho Tl-ouu.ry) 

Accol!t!ncee o! Publiehoro 

Roy D. J.Sooro, Prollidont, Brll4h-llooro nowapapors, State .t.<b1nistrator, 
War Savings Staff 1 Cle velt.J1d1 Ohio ' 

lJ.nwood I. Noyes, Advertising Council, '!'he Globe, lron110od , lo!ichigan 

Walter lol. lloAr, Preei dent, herl.cen N.,epaper Publiehore Assn. , 
Joreey Journal, Jersey City 1 II., Joreoy 

0 . o. Andr.,., President, New l:hglend Doily N.,.paper 1aen., !lew London, 
Comecticut 

.t.. c. lllmutt, Proeidont, Inlend Doily Proee, 0\roniclo-Tcleuaa, 
Elyria , Ohio 

Baeil L. Walter, Llanaging Edl.tor, '!'he Star Journal, l.!inneapclis, 
l!innesote. (Alternate ot Roy Roberta, ASilE) 

1:.. H. Abela, Nati onal I.clitorial Association, Tho Outlook , Lawrence, 
1\anaaa 

Craneton Will1o11111 , Gen. J.!gr., American N ... apapor Publillhere, J?O Lexington 
Avenue, NIJ'II' York City 

E. S. PriondJ.¥1 Advortising Council , llow York Sun , New York City 

Charlee P. lolanahip, President, Southern Newapaper I'Ubliahers , State­
Times and Advocate , Baton Rouge 1 Louisiana 

Frank E. Oanne t t, Rochester TiJ:>ea Union , Roc:heeter, !lew York 

John s. Xn181'1t, Vice President, .t.aerl.can Society or Newspaper I.clitora, 
1111111. Herald, lliaai, norida 

W. 11. Bukerrill - Edl.tor Baltimore N.,. Float, Baltiaore, l!aryland 

H, w. Stoclshill, Philadelphia Bulletin - Philadelphia, Pennsyl vania 

Not01 Laat aii'Alte rogrete f'rom t.hoio who could not attend include• 

Governor James IJ, Cox - Publillher, 111am1 Dl1ly N.,. and ~n Doily N.,. 
Oeorao B. Parker - Editor 1n Chior, Serippe-Ho•rd Newspaper .t.llianco 
'l'homae White- Hearet Publicetione - (Alternate will be Baskervill) 

15"' 
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ot!tera a tt.endlng PublletJera l'ttting - 'Web iP . l94J 

Oener&l llarshall 

Oener&l a.rles 

Secretary Worgentbau 

O!rdner Co1'(1.ee , J r . , -Office of War In!or~~~ation 

Jim Rogers - Of fice of War Information 

llr. R!nacm (Alternate for l.lr , Eccles) 

Oleoter L! Roche - Advertising Oluncil 

Daniel I\'. Bell 

Herbert E. Gaston 

Stuart Peaboey 

W...el.a Qra: oe f.R,.G19~&E 

Georae Bu.ffington 

Wesley Lindow 

W1ll1am Ll. Robbins 

~ Don Sterling - Consultant on i'ublici ty - WPB sent a last minute ·regret 

16 
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llaroh 20, 194) 

Jll1 4MI' JfanT: 

l t.ll1Jak JOU -ul4 Uke t.o launr ~' O.enl 
lllll'ellall - o•n w \tae ~IUJ'1 W.ar 1. Ulll 
t.ali!M ott ~· neo:rt w a 111aber ot p11bunen 
rr. aU o•n \tae -t.rr, wbo lla4 - han w 
help ua 111 our war laa4 Dl'l••· 

Oe11enl llanllall san t.lla 110at. illapirillc t.alk 
011 t.lla .ar ~t. l ll••• llM:rt ailloe l ll••• beaa ill ••alliac'OD· 1 u aun t.ut. narrbo4r 111 t.ha ~ 
... , awar wlt.ll a rea.-.4 o0Df14elloe ill t.he ~t..C 
St.at... AZWf. aa4 rou QU8)ltl t.o be nrr prollll ot t.he 
taet ~at. JOU h••• •• JOUl' Ohiet ot 8tlatt Oelleral 
lllll'ellall. 

Silloerelr JOUI'I, 

ISltned) Be!U'7 llorsenth&a o &. 

3 onlll• S.U, 1.. st.iMoa, '""'err ot war, waU1Jic'oa, D.o. 

Co,;ic~; in Diary 

17 
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THE. SEC R ETARY OF' THE T .. EASURY 

WASHINGTO N 

~.larch 20, 194) 

)!y dear Harry: 

I think you would like to know that Cenera1 
}.:arshall ldacll ,. came over to the Treasury today, 
and talked ott the record to a number or publishers 
from 811 over the country, who had come bare to 
help ue in our War Bond Dri va. 

18 

•• 

Caneral Marshall gave the moat inspiring t a lk ~ ~ ~ 
that _. ~Itt~ I have heard since I have been in Wash-
ington. I am sur e that everybody in the room went 
away with a renewed confidence in the United States 
Army, and you ought t o be vary proud or t he tact 
that you have as your Chief ot St arr Oeneral Marshall . 

With kind r egards , 

Sincerely yours , 

Honorable Henr y L. Stimson, 
Secreta ry ot War, 
Waabington , D. C. 

Regraded Unclassified
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IIAIIGAIIlT MITCHElL 

Atluta, O.or cia 

llaroh 20, 1043 

M1 dear lolr. llorganthau • 

It woo o dl oappoint..nt to all or uo that 
you wore une.ble t ·o t.. i.e A'luta tor our 'Tiotory 
oolobration. Up uAtil tbo l oot .... nt •• hoped 
that you oould o...,. In thio hope I toolc tho Con­
todorato bill to Mr. Connor' a dinDor to c1To to 
you tor a oou.,.Dir• lllen ay nowopaper t'riondo 
uw • cin it to Mr. Goabb, thaJ oould nDt ,..... 
dot •~ill& thot I woo trying to p~ ay 1no-
tax toith Contoderat • .......... ut ... all, it -· 
olooo to llaroh 16th. 

I oannot thanlc you onOUflb tor the 
o1tot1on trom tho Treoaury Department whioh you 
1ent me tor~ work in the new "Atlanta• oruiaer 
bond OIUIIpoi&n• I am framing it and putting it 
on the wall ot' my otfioe, ond my pride in it 
will 1noreooe ao time gooo on. It woo good or 
you to do me thio honor ond I am tNly gratotul. 

21 V 

Regraded Unclassified



( 

llanll B). liU 

Dell' Ill'. CPilll I 

Pleue ucept our th.ullta for 
the apeoial •••q• 7ou oro..aoaet 
to radio lhtuen ooacel'lll.Jli tbl 
TI'IIIUI'J'• clrin t o get iuo.e tu 
rebai'DI fllecl llefore llarob 16. 

Yo11r proll(lt ooopentioa 1a 
oo.pl7iac with 0111' requeet for 
aanOUAcea~ate, with 10 little 
aotioe, ... iDcl.-4 gratif7iac. 

S1aoerel7 JOUI'I, 

(llpM) B. llorw-Uaall, Jr 

•• 1. 'llllld Cnll 
C W• C IV 
letala. UlbDla 

HIG1Ta 

COy/ Q QQ u~t. in Ha:rj 

Co~le~ to Toocy~oo 

' Regraded Unclassified



tere sen~ to: 

1 . lilllard Crull , 
Campana balca Com~n~, 
Batavia, I llinois 

Charles T. Ayres , 
Ruthrnuff and Ryan , 
'05 Lexington ~venue , 
Ne~' York, Naw York . 

.!r. P . c. Lund , 
V'nae Advorthling Agency, 
Z08 v, . V'esbington St ., 
Chicago, I llinoi& . 

Yr. b . J nmee AndrPS , 
Lenntn and t.Utchell, Inc ., 
17 East ~5 ~h btreet , 
Ne1 Yot·k, lfi' 

:Jr . D. B. bt~tlol' , 
~tAndern BrandE> , Inc ., 
595 lAudlaon Avonue , 
Nev York, N¥ 

Y'illic.m Burke Miller , 
1''e r Program Me.nag or , 
Nationa l Brood c .. ~tintl Co ., 
~ Rocketoll~r Plaza , 
H•· York , N'i 

:!!' . Gera ld lllnulsby, l''ar Program 
:.tnnuger , 

Columbia Broadcasting System 
~a~ ~diaon Avenue , 
lhr. York, N'i 

George R. Bayard , 
Russel M. beede and Co. , 
Palmolive Buildi n&, 
Chicago , Illinois 

IA1·. Elliott t.lcEloowney , 
Pot1·oleum Advisor>~ , Inc ., 
SO Wall T011<er , 

ew 'i ork , N'i 

Jftl!les H. V'est , 
Proctor and Gumble Co. , 
c·.;;n•• Build 1 n0 , 
C1nc1nnu~1 . Obio . 

E. Hullihi tt:l' , 
Duane J ones Company , 
570 Lexington Avenue , 
New York, •<'i 

Mr. CllUrlos Burry , 
war !'rogrB!ll Manager . 
Blue Net\'lork Company, 
30 Rockef eller Plaza , 
New York, N'i 

23 

Mr. FoSS D. Slrliguaa, . Preaident , 
Continentttl Radio and TeleviSion Cor(lt, 
3800 VI est Cor tland otreet , . 
Chi cago , I llinois . 

!!r . John B. Platt , 
Director of Advertising, 
Kraft Cheeue Company 
500 Peshtigo Court 
Chicago, I llinois 

Paul J'onsa , 
war ~rogrruu Manuger , 
Mut ual liroadcusting System, 
11.~0 Broudwo.y , 
New York, N'i 

J. tl . Lire , 
At~ de ten t Gtnl'ral Acverti s ine -"61'., 
l''est1nehou3c Electric anc 

wanuructuring Co~pany 
)06 Four th ~venue 
Pit teburgb , ••t. . 

Mr. Bernard J. Prockter 
The Blow Com;a~. Inc . 
9 Rockefeller rlaza 
New 'iork , !<1 

J' obn R. Gilmnn 
Lever Brothers Company 
50 Memori al Drive 
Cambridge , Mass . 

c. c. Mortimer, 
General Foods ~ales Company , 
250 Park AvenuP, 
New York, N'i 
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y AU UNJVD.5ITY 
IHnmlr'l or tln'D..HA 1'lONAl. J1\IOCIS 

HIW MAVIN. OONKIIC'I1QJT 

llarch 16, 19<63 

Seoret.ary Henry J. Morgenthau, Jr. , 
Treasury Department, 
Waeh.ington, D. C. 

Dear Henry; 

25 

Enclosed you will find a 
oopy ot my letter to the editor ot 
the New York Times re the Ruml plan. .• 
It I get an 1ntereet1ng reply, I 
will send you on a copy ot that aleo. 
Would you please let Paul and Blough 
eee thie correepondence atter you are 
through with 1t1 

JV:B 
Enol. 

, ... 

Regraded Unclassified
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T~e New York Tiaea 

T i .aee Square 

Prot. Jacob V1ner 
Yale Un1Tereity 
New HaYen, Connecticut 

Dear Sir: 

March 10, 1943.· 

llr. Duttue has paued along to me your 
criticism ot our handling ot the Treaeury ' s 
tax plan. 

Just to say we d1d not giYe a oorreot 
pioture ot it does not g1Ye ae auoh to get my 
teeth 1nto. It you would deeire to write us 
a or1tioiea ot our coTerage ot that etor.y, I 
would be happy t o g1Te it further attention. 

'fery truly youre, 

l:dw1n L. Jaaee 
Manag1ng Editor 
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Mr. EdW:..n L. Jaa .. , 
~ns EdU.or, 
The New York f1 .. a, 
T1JDea square, 
New York, X. Y, 

Dear lllr • .r .... , 
I 4o teel \h&\ \he Hau.' reoord w1\h reepeo\ \o \M 

Ruml plan w1ll not add \o 1\eaurell, and I aa glad \ha\ \M 
adYerse comment• wbich I bawe .. de baYe been paaaed on \o T•~ -­
t.boUS)l 1n an expurgated werl1on, I hope. I 4o not. al.aJ.m \o be a 
t.u expel'\ ud I wr1t.e onl7 ae a ta1rl.7-nll-1ntonaad peraon 'ltlo 
rea4a t.be %1M.~. cloeel7 an4 aleo line 1n a oo~~~~~~n1\;1 nere be 
can obeen"i""""!ii l~~p&o\ on the public, Ufttort.WI&t.el.7, I bawe DOt 
al1oped t.ha ~ and bawe not sot oonwen1ent aooeee \o a t11e, 
eo :t cannot lliOi'OuSb17 4oouaent rq oo11111enta, but tble Sunda.Y '• 
llm2a tortunately tor me proY1dea me with aome aubetant 1&t 1ng eY1-
denoe, 

You baYe plugged tor the Ruml pl&n 4&¥ after 4&¥, 1n 
e41t or1ale, ne~e41\or1all, oolu.Uata' oolumne, hahlng\oD 
correepondanoe, nen ool~~Ee, aa 1t 1t n re the •Jor eoonoa1o 
problem betore ue, At a or1Uoal Uae 11hen \ha 11111\ urgent t1aoal 
need wae blgber tax ratea, TOll ban oonoentrated on the neoe111V 
ot torg1veneee ot all tax l1ab1l1\1 on a paat. Te&r1e 1noo... I 
know troa rq own eXperience and troa rq oonwereat1on with oolleaguea 
and neighbor• 1n ••• HaYen that TOu ban nenr &1Yen TOur rea4ere 
111110b ot a ObaDoe \o know lib&\ oould be aa1d and •• being aa14 on 
t.he other e14e, ud TOll bawe ten4ed \o •1.186elt \bat. the OlllT oppo-
11\lon \o 1t ae -baaed on wwort.b,J aotlna. A nenpapar with an 
0U\It.aA41Jis rep~\a\1011 ter JCMII'D&llaUO 1Dt.egrt~ \o -.1Ata1n, wbioh 
boaeta \bat 1\ t1D4a IIJI&O• tor all t.be newa \bat. • t1\ \o pr1Dt a114 
1n praoUoe print& 1aportant. new• aeweral U..a onr 1n apaoe aD4 
t.1ae lbould hawe t ouad oooaWlon aal apaoe tor an obJeot1Ye atat.eaen\ 
ot the utJ.-ftwal oaae. llllrel.:f 7011 al~t at laaa\ ban pr1nt.e4 the 
text. ot at. laaat. one ot Rudolph Paul'• apeeohea on the aubJeott 

fbe !1• .. N'SUJIInt tor the Rua1 plan baa been 41a1ngenuoua. 
You ban nenr, tor 1Dataaoe, toun4 1t worth .. nuon1ng, at a \181 
ot great 1Dtl.at1ol'l&l')' 4&D61r, \bat abort ot actual tax 

.... -
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Mr. UCvl n L. J amee Maroh l :O , lV~ 

.,0 y:nento, t he avaronoea or tax l1ab1l1 t y vac t he boat n eolll ln­
ct rut'lont tor n ,.h tlnc lntlatl on , onl\ thllt vh1lo cuoh at•aronoaa 

1 an no do•Jb t pal nrul t o the t axpayer t he pain vae only lnoldantu 
t o !>11 r endcr lroe t lo t ull duty t o t he nat l on. Tax rort;hene .. 
d l o RU3l , ln so rar ae lt re~o•e• t hl n palntul avareneec or a tax 
l 1ob111ty, l c 1nrlatlonor7. Thl o or oouroe ~uct be obvloue to 7ou, 
but you have done no t hl niJ to ~~take 1 t obTlouo t o 70ur readera. 

Tho .llm.u. hoe r epeat edly denl ed - or admitted only by 
1mpl~cn t 1on co~uro t hat onl y thone already enl1chtened would 
nee lt -- that t he Ru~l pltln, ln tho absence or upward ad j ue tment 
or t he ~ totutory t ax r a t ea. aicht lnTol Tc a r cnu1ne a nd aubatnn­
tlal r educ tion ln Troo~ury tax r ocel pt a . Your-- nnd Ruml 1 • -­

ar-uoent l r that 1r, 1n a perlod or rlol~ natlonol 1ncoco, the ln­
cnmo boca ror current tax paymentc l r adTtlnood by one year , the 
lnor eaoo ln tax baoe wlll orroet or moro than orr ae t ony r evenue-
r d1lc1nc crroota or the rorr1T1ne or tnx on the pu t 1car 1 o 1noo•o. 
You oved lt to your r o&Aero t o pol nt out that tho orraet vlll Tanlsh 
a coon ae the lncrenr•~.J...n t&J~able Oll.t l onol l nQo:ne c~tBDtl,B . Ntd that, 
aBciUlinz, we ~ &t.o? 1Jir ..... Uon, \axablo 1noome 1a prooab.&,J a lre&O,' 
ver; near U.a peak, oapo111All1 1t preeont. plana u t.o t.lle aho or 
t he cll1t.&17 toroee are O&rTS.ed out., bon wlt.h 1norella1na nat.1on&l. 
1noome , ooreover, it. ia not. Olear \hat. \here will be t at. oonat.an\ 
t ax ratu, 1noreae1ns t.ax l1ab1li\7, beoauaa ot t.he aeo1dod trend 
t.oward a relat.lnl,y h1~er portion ot t.he nat.lonal 1noo11e 6011\6 t.o 
t.he low-1noo• and t.heretore lo-t.aJD.li.abUi\7 8l'OIIP•• For t.he ot._ 
aet. cla1Md bJ' Rlllll aot.uallT t.o appear, U. ia an 1noreoao 1n ~ 
l!llt e t.ax l1.ab1lit.J a\ oona~ t.ax rat.ea whioh _, ooour, ..Ut.her 
SW'es-t.o nat.ional 1noo11e 1noreaaoa or no\, 

AooonU.ne t.o t.ha tJ.uL \hero wollld bo no t.u-aa'flnga tor 
llll. 1nd1'f14ual ti'OID \he 1\~ 4ur1n6 h1a Utet.1a:e, (except. where 
1niUT1dual. ~ 1n ~ e:z.oaeda 1nd1Tidllal 1noo110 1n !V~) .• 

• 1Thua1. 1t \be ~ ~ ie le .. t.ban t.he !V-62 1naa•e, \he t.e~er 
pe,ra -.Do \all 11p0n a loaeor 8110\&Dt. \han he wolll4 baYO pa14 on w1 t.hou 
t.he plan, Eaoopt. tor \hie redwiUon t.ho plan doee DO\ roalll\ 1n urt 
MT1n6 t.o \he Vxptt,JU' lllrill6 hU l1to\1M, 1 

(lolaon, a 6 1 ._.... 1•, ~). 
11\w;)]. ·~· 1n \M -\180 haYO po1nt.e4 OU\,,, \bat. \be 0DJ., 
loae t.o \be 1'reaMII7 wu14 be 11p0n t.u 4eat.h ot 1n41T1dllale 1dlll 110\&l.d. 

\hen baYO - 1o .. 71U"'e \aaee \o ~·· 
(Crider, a: '· llanh 1•, ~.) 
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1 agree wU.h {~::r U'gl~Mnt. \bat. 1\ 11 ne~ a Yal1d obJeo-
t.lon aga1nat. t.he RwDl p t.bat. t.he I'Hh u e\&Oh w1U set. mora rel1et 
t.lllln \be pOOl' 1n Gollal'8 pll' pei'IOD0 01' pel' c1Qllal' Of ~. 1n N 
tar aa t.h18 r u lll\8 1olel.)' tl'oa \hi taot. t.bat. \hi s.n- t.u: raw 
etruot.ure 18 p1'061'e811YI and t.bat. \hel'etOI'I \hi r1oh ~ 1101'1 1n t.axe• 
per oap1t.a and per c1Qllal' ot "'-• \ban c1Q \hi poor. But. nen t.h18 
argwaent. requ1r81 \hi qual.U1oat.1oa \bat. t.ha 418J'11 ot p1'0151'18l1\'e• 
neee ot t.he t.u: raw 1\1'110\l&re w1U re-.ln oon~t.ant. or be lnol'eu84. 
Aot.uall,)' \be progre811Yenele ot t.he \ax rat.e IVI&Ot.l&re 11 probabl,J 
now at. or Yer,y near 1t.8 peak an4 t.he tl&l't.hlr 1n0reaeee 1n t.u rat.e• 

3 

wh1ob are needed t.o 1\op 1ntlat.1on w1U haYe t.o oome 1101\1,)- ~t. \hi :o~ 
low Md 1110del'at.e s.-~~~e braoket.8. From about. l9t2 on, ~ore, t.lae 
l of18er \bat. tol'g1Yen818 1e po1t.poned, t.he lmallar w1U be \hi propol't.loD­
a t.e ebare or \be l'loh 1n t.he benet1t.a ot tol'g1nneu, and \be sreat.ar 
the proport.1onat.e ext.ra \ax oont.l'lbuUon whloh t.ha low and IIOdarat.e 1D­
oome sroupe nll baYe t.o .alte 1t t.he 'l'l'ea8111'1 11 t.o be I'HOuped 'bJ 
additional t.u:ee tor 1t.l Rum! - plan lo••••· 

Ae14e, bowner, Jrom t.he l'loh -- poor aepeot.• ot t.he Rlllll. 
plan, 1t. hae • general bi&e 1n tawr or t.boee whO are at. or near t.he11' 
1noome-peak ae aga1net. t.boae who are Ju8t. beg1nn1ng or baYe not. 7et. 
begun t.o baYe appreo1able 1noomo8, 1. e. , · a blee 1n fa \'Or ot t.he old 
aga1net. \hi 70WI6o Am I a dem&SOSil• 1t 1n ep1t.o of t.he taot. \bat. I 
~self tall 1n t.ha t11'et. oat.esoZlt __ l hoid \bat. IIlah • · red11t.l'lbut.1on 
18 ot 1 t.aelt 1001all.)', eoonom1oa.L.JJ, M d et.hloall,)' a peneree onet 

I ban ne 4o\lbt. \bat. t.he t.nx expert.e ban ad41t.1onal ob­
Joot.1on• t.o t.he RwR1 plaJ\ and oould 1t.at.e 1110re etteot.1Yel,J t.he one• 
I baYe pr81ent.e4. I t.h1nk 70u owe 1t. t.o 70ur readel'e (and t.o t.he 
UII!.U 1t.aelt) t.bat. t.het lhollld be permlt.t.ed t.o 41100\'81' \bat. t.bere 11 
a oa~e aaa1aet. 1t. and wut. t.hat. oa11 11. Th1e let.t.er 11 ot oour•e 
not. 1nt.endl!l tor p\lbl1oat.1on, but. I 4o plaJ\ t.o llhow it. t.o eeYeral 
person• 1lhu ._., be 1nt.are1t.ed 1n 1\. 

J aoob YilleJ' 

JYIB 
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" lf"lll ~ ._.. ... _ .... -. 

liMen}¥. 

~) B. JUrral.bau, Jr. I 
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llarch 17, 1943 

IIE)IORANllUih 

Commioo1oner Helvering ~boned me todA7 that in the caae of 
llor(&n H. H07t, Collector H1Ckq at Alb&ey bad llr. Ho)'t in and 
told him be bad a Gre.de 3 place tor hill-that llr, Hickq pthered 

~.,...-.... !roc what llr, Ho)'t told him that llr. H07t waa under the iapreaaion 
the Secret&cy b&d intended that be b .. given a Grade 4 or 5 job, 
The vacanc7 ie in Grade 3, however, and the orig1nal plan of the 
c-iaaionar waa to give llr. Ro)'t thh (rOde at al-,620, the 
entrance of tbe grade, but he 1o now autborbinc llr. 1!1ckq to 
put llr, Ho)'t on at al-,980, ray1mn• of the (rOde, Which with the 
overtille WO<Ild give biJI $2, 400, Which - the uount be ne !or­
&trl7 receiviD( in Procur_,t, '1'h1 ia perw1881ble under the 
Ci v1l Service rules ol'l reinatat •· I will advioe the Secretacy 

when the appointment act • cleard ::--_ 

. ~· /1.::: 
-$-,o~ 4 

__;_----~-

\ 
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.. ~ ..... '1 If ' So I ---_____ ,_ __ ._ ........ .... ,, __ ...................... .. 
.................. Pm • ...... .... .. ... _..., ......... ... ---~~-- .......... . 
......... ... • ,..._.-11 ..,., • . ........... 

~Si&necf) H. S. Klotz 
e... 

L C. a.ta. 
' I 1 ' 1 .,, 

35v 

Blue Report ret•d to Stettioi ua at bia request 
8/24/4) 

F1lo in Diury 

lla/t ll o 
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OFFICE Of J..END.l£ASE ADMINISTRATION 
flVE.flF'I"E£N 2ld STREET NW. 

WASIIINClOII. D. C. 

llarcb 19, 1943 

IIDIORANOOII 

To: The Honorable Henry llorgentheu 

From: Bernhard Knollenberg 

Subject: Report 011 the Status of tbe SoTiot .Ud 
Prograa 

Attached hereto 11 your personal and privata 

copy of the report on the status of the Soviet 

Aid Progr ... , ae or February 28, 1943. 

Attachoent 

36 
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_, ..... ..._na ....... ._.,...,, .. .. .. - ., .. , .......... ., .... -,. . .. 

( J.-:.)(. ) l ~. )J, 
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Marcil 19, 1943 

co Ill' llllill'l'l.U. 

Dtar Mr. Secroh.ry: .r.tt.en\lon: Mr. II. D. 'llhHo 

I .. eneloo1Ag our cowpllotlon tor tho veek ended 

Nardi 10 , 1!)4}, ohovlftot doll•r dhburooaento out of the Br ittoh 

l•plro and l'ronch accounts at thh bank and tho 1110ono b;y vl:lch 

theoe orpondltu.roo vore financed. You will note that tho 

analyoh of ~ritloh account• hat boon changed oomovbat so ao 

to lhov etp~rately tranefere to tht Canadi&n Government account 

at thie bank and tranafera froe the Auttrolien account . Owi ng 

~ the 1nact1T1t7 of the Bank of Fr&net account, ve have die-

contlaued lbovloc the brealcd.own or cltbltt and c.redlte to the 

official r ..... eh ..:count. 

PoHbfull:Y youro, 

1•1 L. V. lnoke 

L. 'II. Knoke , 
VIae )'rool~ont. 

!be Donorablo Henry ~rcenthau, Jr., 
S.crotar;r of tbo 'l'reaeury, 
l aohlnct on, D, c. 

Xnolooura 
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TO 

1AOM 

::ub ject: 

TREASURY DEPARTMENT 

INTI:R Ol'l"'CI: COMMUNICATION 

Secretary Morgenthau 

Mr . Vlhi te 

Kopaymont of R. P . C. Loan by tho Bri tish . 

D ATK 

March 20, 194' 

Sir Frederick Phillips in January inquired what our attitude 
woul d be toward the repayment oy the Britiab Government of the 
loan received from the R. ? . c . 1n July 1941. 

A balance of $'60 million is still owed by the British to the 
.. :' . c . on tho loan, aa folla< s: 

Total amount paid to the Bri tiab Government 
by a . F. C. on tl:le loan. ••..•.. ...........• 

!l<lduc t tho amount repaid by the R.· i t1 ah 
Ooverrunen t •.....•. ... ............•...•.. • 

Bah.nce due from the British Oovernmon t to • tiLe li .F .c . ..... . .... . ... . . .. ........... . 

Colla toral behind the loan con sis ta of 0 .s . securities and 
di,•ect inveot.monh in the United States , the Vlllue of which th.e 
;t •• c . eot1n1ates is subs tantially in excess of the amoun t of the 
loan . 

\Yi th your approval , we placed the quos tion before the Inter ­
dapar tmen tal Cooui tteo on tho Dollar Poa1 bi on of the Oni ted !lations . 
,;9 ln71 tod a representative of the R. ? . C. Mr . l:lulligan who handles 
t.'1e loan attended the meeting . !lo later reported that he had dis­
cussed the ques tion with Secretary J ones and thnt Secre t ary Jones 
1sd no objection to the repayment of the loan . 

]he Subcommittee, consisting of representatives of State, 
3. Z . •. , Lend- Lease, tho Army and Treasury, i a unanimousl y opposed, 
bo.,evor , to repayment of the loan at thia time , notwithstanding tho 
interest coat of the loan to O.K. The members fe el that it ~~uld 
almos t certainly have unf avorable political consequences . 

If you approve , we shall submit a Subcommittee report to the 
~ublnet Droup for their c onsideration upon the Vice President ' s 
re turn . 

•• • 
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TREASURY DEPARTMENT 

INTER Ol'l'ICI: COMMUNICATION 

DATil MR I 0.., 

To Secretai'Y l!or~enthau 
{ 

••o" Randolph Paul 

You will recall that last December v1e issued 
a license to the Juner-ican Je1.ish Joint Distribution Com­
nJit.tce relating to a proposed procram for t he shipment 
of i'ood parcel s f rom Portuf,al to Jewislo col!lllluni ties in 
Poland . One of the stipulations of the license proviced 
that such p~>rcels r.ere to be distributed throueh ~elfare .• • 
ort:anizations in Polana r~:.ther thnn direct ly to designated 
individuals . 

\'ie are now advised by the J . D. C. t hat as yet, 
no food parcels have been delivered under this pror ram, 
due , in t he first instance , t o the fact that the Portu­
euese Government had not issued the necessary export per­
rr.its fot· these parcels, and tr.ore recently to the fact that 
it has been impossible to distribute the parcel s to wel­
fare orc;anizat1ons in Poland , ae stipulat ed in the license . 
Accordingly, we have been reques ted to amend the l icense 
so as to permit distribution of theso parcels to desi~nated 
i ndividuals . 

:liter discussion of the problem by Leavitt of 
J . D. C. and Peble , we have writ ten a letter to t he State 
Department aavisinr, that , subject tot heir concurrence, 
we are prepared to amend the license so t hat shipment of 
these iood parcel s can be ~:ade directly to indinduds 
located in Jev1ish co10:1uni ties in Poland . VIe are inform­
in& State that t he present proposal cont empletes that t he 
prepnrLtion of t he list of 1nd1viduals to receive such 
parcels would be undertaken by appropriate authorities in 
Portu~al f r om the british Board of Deputies Lis~ . This 
change in the procedure seems unobjectionahle s1nce the 
oric;innl purpose of requirin~ t ho distribution to be ef­
fected through v:elfare orghlllZ&tions was pr imar ily to 
avoid a situation where, because of t he llmited monthly 
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allot r..ent involved in these &hipraents , it would be neces­
sary to pick and choose a list o£ persons in t he United 
States vtho would be privileged to send such p~tckages to 
their relatives in Poland. Althouch individuals will be 
desir.n~t led under the new procedure , t he desienati on will 
no t be by the donors oJ: the funds but by the J.D. C. or­
eani~ation in Portugal , selected f r om British l ists of 

t],, '""~ i• tho' " ' · ~ 

44 
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OP'l'EL No . 90 . 

NOT Ttl BE RB-TRA!lS~IITTED 

'J
., 

COPY NO. 

Information received ~p to 0700 20th March 194) , 

l. !f,.VJ\1., 

A Focke Wulf aircraft was shot down by an outuard 
convoy in the Bay of Biscay yesterday. 

2 . t.iiL ITARY . 

Tunisia. First Ar1ny . Iuter counter attuc!ts 

"' .. 

had failed to restor e the situation, Ta1113ra was ev.cuated 
during the n i ght 17/18 and our forces withdrell to positions 
North and Ebst of Djebel Aboid, 400 all ranks of the 
Bl' itish Battalion cut off on 17th hove rejoined their brigad'l, 
In the Southern Sec tor, United States patrols have occup~ed 
El Guettar previously evacuated by enemy . Patrols have 
also occupied Mdilla South of Gofsa and are in touch i11th 
French patrols from Metlaoui . United States armoured 
patrols are pushin., ·on to•'lrds the Sened Gap . 

Russia . In the Northern and Central Sectors 
Russlan attacks continue . 

3 , All OPER!<TIONS. 

tunisia . 17th. Li~ht bombers and fi~;hters 
attacked tanks , mechani cal transport troops and bun JJOSi tions 
in the Gafsa- Maknas sy- Faid Area . lAth . 72 esco1•ted 
bombers a ttaclied enemy posit ions in the Lforeth Area . 
Hwrricanes bombed the Railway Station at TalJler a . 

Burma. . 18th . 18 Dlenheims bombed enemy 
positions near-oonbaik . United States Kittyhawks obtained 
t vo hits on a bridge North- llest of L!yitkyina . 

• 
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JOeH~ 'ALRS. Ti.tpltz hno loft 1R0Jr»f•·J:t . Sohnrnhor ut. and 
.;.mdon unloMtt. l1l<e~1y to bo wi t.h 'rlrj)itz a nd Lut.~ Ln NORTH£1\N t\OmiAY. 
r.m11n.y att'CrflC't:. t rom oout,h-weat. F'llAHCi! hnve a t.taok convoy hOI~eW'f'rcl·bound troo 
,iORtH AFRJ:CI\ ,;Hhout. ouccouu. Cotor torpoclo-t:<>CLt:t obW.lood h it.s ou 6 OOIJQ.Y 
m<.~N:hl\nt. eht.pu in Chrumal and of f Dutch coast. . ' 

Uf"J)lf£Rh).NEA.at. Rocont daU,y o1veneu dUohl\r (io et. 1'RlPOLI (L) 
1'00 t.ono , \ hloh to .. st.i.lll.tod about. 1 ,000 tond .moN t.h&n d&ll.t rat.a undur [ ta11M 
control. Yolun• or Axia tra.f'fic t.o i'unisl a r WII&lna about. t.ho ac.aa an.! t a 
h"t.illl'lt.Jd 12,000 t.ona per wo.,k. 

§U!t:Atwtr! tiA.RY:.RE. So;~~ri.oua Q ... bC)At aot.hlt.t conecmt.ratocl Minly 
ln Nort.h Atl..u\t.lc out. of n-.ng., of &ir eov.J.r. rta.U.an wt.ar\noa ln AUNlt.lc 
unusually actlt>o, on ... or t.batt 501nk n. 21,~ ton ill· rctw\t. thip. ~ u .. boet.c 
btUW.-! .1tlU ott' SOUl'h Af'I\ICA. 

t ••k lndint 17\11. 19 attacl<o on U-boftt.a by alrcro.n. lJ. by 
our!'1\0t cr•!t.. ~· nttocko con_,ld.:Nd proc .. binc• uv to tbte. 

~ 

0H.IPi1!NG c:..su,u.ne:s. . During th .. V&()). l.Jt.h to 19th Hllrch lnelusiva , 
46 ahl!)~ WON roport.od t.orpod<»d . 1\ro hora~ .. bound f'IOnvOJI •t.t..ackod in t.hu Nor th 
At.l&nt.Le and 1Jj uh! 1HJ (4 Dr lt.ieh, 6 Unitod Stat.ou, 2 D\l~t\1 1 PtkMmM..Lv.n an~ 
l llorwoglo.n) t.orl>Odoocl in ono con•1oy1 o;nd 8 nh.Lpa (S ~·1tillh , 1 Dutch, l 
Pnm~.Mnioll on~l 1 Crook ) in th, o t.h(tl:', Ouo tNtch and ) Dr i t..luh rJhl t)u in out'"•...n.· ­
bound convoy t.or:)j(\olld , .Js1. or CAP-t FfliiS11:lU'..F.. 1 Bl'itbh , 1 Uni't..Ot:l St4tcu and 
1 french ahlp ln oouvoy. 1 Unlt.od St.o.too otnggltu· t·ro· tdoU• ·r oo.1vo; a11~ l 
o t.h ... ·r BrH i wn ahtp in tho AZORm areo . 1 HonosvU\ ohSp in li1~~r AfL'INrtC 
1 Brlthh nnd l lJUt.ch ohip nor t.ll-YJast. of AI<Un~. 2 Un l Wd UWt.Qa ohifltC l.u convoy 
irl t.h• t [IIDl'o\hD fi-'!.I.JAGc.. . A ler1,.Y linYr in Vh.t 000'1'11 A'l'lJ.f.rtC. l BrU.l:th nnd 
l :lorw.,e:h.n Afld 2 Uni tad Stct.a:s tbi~~ \11 thO) DJDtA! OC!Wt . In t,b.., lii.DtrrlG.AN£J!JI 
) Brlthh ~hlp# 1n convoy """ro t.or pudood tul roo.chucl port, rntJ 2 Br11.bh ahipu 
(onv 11UU anor.t.) t.orpo.xlo:.d noTth-l-cst of Dzlt.IA . ln acL!lt.ion, 1 Brl•.tsh ahlp 
'fll'!:t dua.c-.~Ct b7 a11"Cra.tl at. YiJ~ISI .. a..'ld a. trawlvr -.a •lnod W.S mm.\. in ho:':l(; 

wtl.tn:. On• Un1Wd Dt..·f...l<' ship N:~port..A t.orpCC:I.OOJ hot,... k 1n eOJntoJ w .... n. or 
LAJD•J .:.:.tD Me -.rrtv.xl u~r.-eOO, eutd thu 2 Brltlch ahlPI r .. por\...id torpudo.d 
\n Ult M:2>lhRMJtZI.lt hnvl r--ehud ALGL':RS . ) Crh.leh and) Alllud •hl~ 
pr.vloud,J r ~port...; O'l .. rt'u .. ,.r..; nO'"" Jll":nm..xi !oat. 

· ~· loport.3 in eonvo7 tnt.o Uni t,..Kl f.lftt\Joo ~·~.Jk oo.o.i.n.; .i.Jt.h 
72 ,000 t.one coap.M with "'-'· kls &.Y.Jl'f'C') 462 ,800 t.on:l l!Lo t. 10 W,)llul. Anw or 
a1nk1ns• ot Japrnve<~: nurchc"l ohipJJing oJC:e." >d:s oot..la."t..Kl n~o~¥t conDtruct..lon by 
50 ,000 tons pvr lftOI'\t.h . t1 lnON FNnC~ oh1p3 t.otft.Uln.~ 3'-, 600 t.otll arrlv~-cl ~'l 
I.ORnt AFRJCA br1nglns phoDpbtd#J.Q ~.~.nd tron oru. 

2 , l!ILtrARV . 

tU}I WIA. llort..h. V..:ry bl\d w •• m t.h o.~-r l uat. f yw dtVD ~th l n ncJrt.h 
nmt o•nt.r ; . Cn Untt..IIM1 Gt.nt#a a.Jct.or1 f lood.Kl roadu ltnd .ad Lo d.Jlny"ld ndvunCtl 
wb t.ch 1;\ t.. dt.h Utt.l• ooru U\u:J1 h..tC.Vf altllnt;, c.lr IU'\d ttrt.lU<~:ry Op!IOC.il..ion . 

Cout.b. A tlw Zo<\l.t.nd Corps hoot nw b...wl tut':ll.....rl .1n t.ighth Arwy 
and Conlla\.0 ot" t.hu S.teO'nd iJ.,"' ~..,..J.o.n,J Divtolon with ot.hor '•1.1.· ohud t.roope. 

9.". ~. !lo ch".nu~ ntnbh CI\;Jr:;.;' dld 
B..ll"'f'l cr...,.bl.- t.enU .. pj)l'Ox:iAat.vl.i -

ilorUum :ult C...nt.rU 1\mt . l:. 
Sou. t.h ~rn 1\m.Ui. ... 

- so ev .... J 

lSO G.-o . )0 £tclil'11. 

In 11rat A"-f atJCt.or, r .;,.c..:nt. m~ t.hru3t.a apoG~ r loor.l ,., M" prob\blJ hold.lnc 
•t~C«t t..o dtiA.y U.Uod pN J)I r tlon.o . !' l JIUS «'l'-1 hr.•ln( 01tf1culLh.a 1n au'1pl.y-
1.n-: bil t.roopa nround "TAl.~ . f"aci.nc Onl Wd Stilt. •# GOOtor 1n CiAI'3A AN.C.. l1l'8' 

I tJtl1".n t.roope , 1neludJ.nt; a..mow- t.t1d G..:mo.n n.conn" l UMc\1 fol"G~• . Soe.u G'ln . .o•.n 
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ai'IICIUr~ •l.ont.a probably avaUable ror count.4rr •tt..clc 1n t.hia aroa, but. ac4l.o 
of effort M1 be Ualted. by o.ffenaivu raquiJ'en ... nt.. ~ ..,. ... 

J!!llW!. Iu ltALI.D.\ll VALLEY, .,..., ,_!no oout.b of PA!.im'"J.. 
TlttMWd Japanoae at~t.h t.b1a area and oaet ot MA'tU RIUR 4 bttt.taliono. 
IU'III PL'I!IiSVLA ) bottallans. A!liB .lR£A 2 Bottall.OM. JapoMIO Dhielonc, • 
laiolt Olti.MI.Od cllotrillutlon - JAP.\11/S.WW.III 7, IWICII/RLA/lOR£A 24, CHllll 20, 
L~OO-CH!NA/&IJ.II,III.II.AU 4, lmlU. 4, P!IILIPPINIZ 2, -m!Eiii.UlDS 1WH' IIIDii.S/filiDR 
S, N£1 CUIM .... /lltr. IIIU'tAIJI/SOLOif.l!IS 7 (ol.....,to only. fot41 (Aotho) 7). 

) , AIR 9PWtiOOS. 

W£Srt.RII fRON·r. Crou.nd toe on h01ttt1 bf.ooe ou.rtailod ni.sht. bombing 
opurat.1on1. Only l)l. aortios ooat.ly on 100. alnins. 3 fllrort\t't. Wauing. 
Hlet\ly ouccaae!'ul. dnyl1sht. attuek on VlC&Clt.cr. U-boat. buao nnd ahlpyu'do \:& 
Unlt.ed St.a Laa heayy bo#burs i s confiraod by phoWuraphe taken durtna: tha rnid. 
About. lS tnulll)' alrcr·lft. croasod UNITKD Klt1CDOM cooata by dCLy ond about. & by 
ni,ht., U woro deetr()yQd, ' 

l!lt!.l§lA. Duet. at.or=:s, henvt 1"\in u.nd poor vbibllit.y a Jrlously 
haftp~rtd offonJ1vo opo~t.lone. 

li£0!Till!WIBAN. Follow1n& attocka on o!Uppl..nll - orr PAL•l".JO 1 
!lhlp and • 'l.arco t=l<n tor]Hdood. SIClLIJ.II CIWI!IZI. 6 ,000 ton .........Utloo s!>.~.p 
t.orpodood and blolm up, 2 ot.th.~ro Sf.oV~ r...1ly d.arec.xt . - Ott tr.A.P.utl ono ship hit. 
aM anoUlvr dt.a..,,_. by r o r trot.a:os . Ott CU'£ SriLO l 10,000 t.oo t.c:.nkor probobl7 
aunk. 

~· No lndieetlons of uv inw.noivo Ruaol•n •ct.tvity in .any 
~rtlclll&r oaotor. 1bey twlco n.idod Un:J, "'"' or lia.ll!NKl and atran;:l¥ 
suppor~ t.h•lr 1\lt.oc:ke ewt.b W£ ~. Lt t.Ue Rueail'\n etr nowo fNCl l'JtJ.P.K0'1 
&rea. bu.t GeM·~n• r~port.od constdernble tlahter O'Pi>o&1t.1on tthcn they attack.ad 
the alrti\ll.d nt VOLCHAJlSX. In the XOBAU, t.h• Ruoalw\a Cl\rT1od out. lllVon,.l 
low·lovol at.~cku CUld conat3nt.J.y re.idod tho por ta or 1'AMAN nnd ANAPA. Ct~l'mtms 
are thought to h.wo concontrutod 1. h.4AV.V aCJ\lo ot \lftort Ln eupport of th~~lr 
counter &t.taoka in IUIAIIX.OV er.an . 

'·. 
~· Socorad 1"1't1ci. w::t.fl fNen ttOr't) eucconM t.han ic.s prodoeon.sor • 

.E.xt.onatvo •r-o~~~; or doet.ructlon or sov.lN dtu!+'\G& t~t. KRUP.'3 oa~ctuUy 1n loco­
oott.,. thipe . 

N'UirtlCH . Phot.ocrepbs tak~n Ott aocoM ct.J att.or at.t.Rck ahcr': c.ome 
tiroa at.tll MO'kinc and daar.a.cc to follcnring h.ct.orlo~l - Rallw.y r .. goo, .Jotor 
C.r, Loca.ot.t•• Anll Amoured Car, Uu:Unlua, bil""-1 !f\I"Cla, Ganorts a:nJ 2 
&tr nclc,o. 

B~am . R .. llablo report.a atat.o - dt'l..-vtJ• 1n cont.!"\. 1:10ro sorlO\UI 
Ulan fh·at. t.houcht. •IJ)CC:ial..lt in ahopping Cllnth., CJn following 110rnlnt ll.,t'13fl-"l 

atr &1nlat.ry r•port..od on• tbounnd ld.lled .mtch M.o onlt bl)<rn oxcood..d bil!il 
ln WUt;O KliiGOOf.l . ~GtnJct.ivo and long-rango ottoct or our· hofi.V/ boabc.. 
c11uood £rt.\t, 1aproao1on ainc:o praviously f)\o'OJ)lo t4lt tl\lrlt o.:a.Cv, OXC'!J!)t f'"Mt'l 
d1Net. hlt. but. h.r.vu now cho.ngOO t.h..t1r idoae . 

RWNt.3. ExaMination or photographo b:1 ro1l•&y oxport. l •,ttdc t.o 
ouppot1t.1on t.h• I. a.ll t.mtfic froc th!s centre •co:a tur.~pOrfirll¥ ut.oiJPI.hi . 1t. b 
11k>ll)' tt\At. • omu t1mo yrUl bo no.odod t.o r-~nt.oN f tlo1Ut.1410 t.o •orkbt!I ordor. 
i:!footo will h.av4) Cl\urJ{)d Gortout. dolay t.o t.rKttic for IUUI"tAltY I'.:!IL'i~>ULA. 
Roport.ed t.h"'t. a trllin in otat.ion wna pc~rtly wl"'ok«l ..nd 80 O~;~mtnn ki.L!.,ld • .t.d 
a hotH roa~rnd for CktrtMJt Air Force W'll dUIIIOlla.Md with ho&vy c.t"t\l.!Utica. 

~· Reports ot.A~.d U.A.f. <I<.Mfjo to on drvool.n4 pl<.n• P.t 
LllLBDOUf:.o JUNE wW atop product.ton for 10 DOn.t.ha . Th11 1• •ourcc of '/5 po:r­
ccnt. of Axil .-ol;btcnca. c:x~r...eo lnaccesalbUU.r or pl.&alt. and r.:act.. \.b.,.t. a.lrnntl 
con1Ant. 1.n und•r one pore~t. roadortJ r..liiPval or unprocouod ore l.Jzp:r"ct.te•.bla. 
Mol1bd~ h oac.nt.W for at.iGrcctorJ' .u1ut .. ct.uN or cert&ln high gn':.do s tools 

l 
oepcct..U, tor lntAJ"'Ml. cMW.Uoo <Clginos, t.hcJu.&h b.ia •t.ock.: MJ aut'f.t.ee tor 
U\otr ... aaontlll r•ro--m.cl.n• ro-:~t.o. 

S • !ICI!I!i H£11!U [Y • 

~ l.nd\lat.rta.l. nod houac d:"..aat,-. chlotl,t on tytt .. ldo anJ consldilr­
abl.o cl.&aa&4 t.o houaoa Gt. HA.SrxttGS . 1 l..R.,J.S. kill~ ft.t. ORU.r l','J.MOUfH . Lot..t.a­
MAd clvllltl,n c~au.tltl .. a wook ending 17th, Klllod 125 , aorlou• l,y 111'0\indod lW • . Regraded Unclassified
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COI'l I•U ----

I or ;o JL F.....-fi'I...!.S"\ltr:..O 

I I. 1. H rfl.lj ;,;;;~:;.:' 

's=?• i.Ci'rt 

(1(7 .J, 110. 'tl 

[n!"om. .Uon r ""cuiv.fd. u,, to 7 L.a. i>lltt. ,... a<lh . 

L 'I.,VAL . 

On th:, niC}1l 19U1/?..0~li Abt1ut L., 'J!\•)1\Y botn~m ., n• t.orpotlo­
..0: 

c ·rn1na: ~rcr.t!~ tt.ac!<W U.lllr()Lt {L) liMU<iiJJ\. Onl) U ,, ncnt.royor ,.. •.• i 
0 ~ 

d- .n •:""\tll'!t! J?;_hOt.' ~* o oh!p:; •,"c:·o U\.1.,, (.L of' 'I ,000 IA.If\l) W'ld rlna·.~·) t ,lJ 

llt .)'l dfl"lor . 7fuur ~r- .tt. ·.cr.~ ·#.JStt'CI/00 b-J Mtl- 1romrt.. ,. ~ ~ 

!IL!'t.-p.. ~ " ~· 
., !\! ~··· 19U. Flr .. t. 1-r:J;J. Hu. '''i 1" ln contluuod o-1er tbc 
~ 

U.olv rr.,_ ~ •. , .. north • : ~t....U.i. •i~ o.u ~,.,, .tow CO'Nrl.ni' DJUl!:L 

.rtOO •h.JoTJ onL7 rt'll••u nc·,!o:i' • rt:por xt. Ul\l~cd 'J\..l'A.·a forc~u: con::olid-

Oth/nut . r~)nt.·,-ou. eortloo - tnt.t'\lrltJra 13 , uom...n; 

rr tlf""l.l vtel.iuet. (1 hlt cl .i~d) 9 , C~•-mlnln,. L . 

trAL'l Ui) SlClLT. .l~tn. :..,U,.r LQ~ drOp -.:1 L6 t.on3 oi 

11 t. .... rt.._. li vr o.tou- ~lT'.r7.:.nt"' obs ... l v.tt.lon. 

l'?':.h/. Ot.h. tnt.ru.t<lri: rnr &J.i, d .ti.NJxl or d ~«' 10 

loc~t.l,Yl. 1r. .a~t!.'f .C\u ~:J:'l!.t; ..1 tJ..Lf, ,l l rc, VoJ ll V D hl_t. l"a~t.-:-ou:Ob-

v.,n or r !' · .H'O. 

1t.t.~(lk on .• r·.ct.or y .1t. Kl/.Z/~L.Lo. 

~· 18th . A t.ot.o.l of /,1) Unlt.ud ~t.tt.<~li Bombu•o nt.t."tli(•.'l1 

ton~ htr. t.vq r· H, t-.'f brldgla nrl o t.h·11' tdltt..n y obJvot.h ~D . 

l)t.b . fh1. r l.y ... tA•o ~ltn•h..,ll"' •. t 1/.rn~"))JlCOil (s.. ::l) '\lid Fi&l'tt..n•3 
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3fz.d"J . 49 

IIISS O!AU!ICY: 

llr.. OAIAU.E HAIIDUf '11llS BY 'IELf.PilOII£ . 

H£ Tl.uEO ro !AR. COIJ.INS fiS'llliDAY AND 

roLD Hilol ti£!TH£ll SEer . OF NAVY NOR TREAS. 

1\'0ULD BB TH.ERE, 

... 
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IU1T 161 GOYT IlL II DTM 

CHICMO IU IMII 11 114, 

HON HDIItY IIOIIGIIITIIMI ollt --20···6 
IICY " TIIIAIUIY 

ON IIAitCH 21TM W WIU IIAYI ~Till .Ill CIIIIIIP C:IUCAIIt 

40 III LLIOII JIUYie • IIL.IItl 'niAT Tllll II Alii OUTSTAIIIIIIIG 

UII:DERTAKING B£CAUII IT 11M - •tLT WITII ntE l'lOf'LII -ET 

NAMELY EIITIIIEU ntiDIIII Till hLI IP IDIP IE - WE UTUO A 

MOST COIIJIIM. lniTATIOII Tl \'II Tl II I'IIIEIIT 011' TIIAT RDIIIG 

All~ ltE41UIIT TIIAT \'II EXTOl M IIYITAT .. Tl 'lilt IICIIITAIIT If' 

TME un. - IUIIIYILT WILL II Willi • TIIAT IYDIIIG .,. fill · 

OOR "-AN WILL II 10 IIIU A UI.LY If' ALL WAll IAYIIIGI WOIIC£11 AI 

WELL AI Till fi!Of'LI litO !!AYE liD lnT-NTAL IN IUCCII ... ULU 

CULMINATING TMII .IY.Io 0U1t AllltAIII.•TI WILL JII'IU UI'ON YOUR 

PREIINCE MJ ntAT tW Till IICIIITAII'f 01" TMI IIAYY I'LIAII AJY liE 

COLLIIII IIIIIIATILY If Y1U1 ATTIIO'D~I Hill WILL FIT INTO YOUI 

l'lMI • 

IIAYOI DIAD o1 KELLY ... IIAII'f CIIAI- 01" JRIYI C I YOUIQ 

CHAt- U1 1"1~ .-.lTTIIIIAIOU N RII"T ITATI CIIAI­

OSCAI G 1n11t ctK Cl&n ac:Mt- WY I 1111 COli ~y 
/ 

C1)CNAI- liRa I I CILLI. ITATI a.IIIITIIAltle 

114M Ill llnlo 

\ 

•u A.l. 

50 
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I)MI' Mr ... 1dt 

111~ \be ~ t~an .....,. ot ,...... a .... auea lllcll' !law 
1\aoU aftllablo tie 111-...t 111 ~Md a-..-. ---""-• 
I will .,....U'- 1\ lt ,.... will eall ... ~l.r a"-'lea ~ -
oral a"""-'1w s.e- \o be •tte* ia ~ a.-.t .... Z.. drtw. 
*loll.,... ea AprSl u. Aa,.. _....~ ...... \be flo-=1 
hu "' a coal ot tli,OOOr~•OOO r.r \lt1a drtw. ot wlll.olt 1\ -
..... "' •*111 -' ~ ... ooo,ooo,ooo lfta ~ ...uu. \!Ia 
.-.rdal ...... ,., ... 

ftlo -nuoo \o be ottorod are Mdped \o tl\ the tawn­
.at Mod ot ""'rf tne md olaaa ot lawnor. Wo are partl•larl7 
Utldcnaa• ....... r. \o ~~~the law....,, ot ....,lila llmda *1M, 
..,._ .. ot ar OOIIdlU-, oo..-ra111-, laa\1W111ooe &ltd o\bera• 
ere -blo \o wllteo 111 \be 1101.-l .....,.., ot 1111a1r loui.Mo•• •• 
wll u •o eoa"'""' s-- ot l>Mih1Ml1 • oo..-rauou •d othero, 
who .,.. -..n11111c n-oa - toN or other ot ar anhU;r. 

111 a-'~ Mllel\ JOUZ ...,.ra\lea 111 ~ ...... 7"P 
....... 1llla ~ ........ --.pl .... •t tiM "-'""'7"• .... .... 
1llla -1117 r.r - wiMot poolllllo ,..bllo par\1o1paUooo la Wo 
drtw, u o..tMaoo ot wr ..,.lo~~Mriocl •ppon "" tllo - la wr """ ... ,. ...... 

•• 111lllea .. u. l'n11doa11. 
ftlo Cftd111 ~ JaU.-1 AaMII1a111• J'JI&ee 
tu Coll""'r'• orn ... ~o1pal 11111UI.q. 
Jew Ton. .... Ton: • 

.,.,. 
Coyi e;, iu Dinr 1 

(Wail eel rrom Pea body ' u 
office) ' · 

51 
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TREASURY DEPARTMENT 

INT~R OFFICI! COMM U NICATION 

DATa Jial'Cb 22, 194) 0 

SeoHt.al'7 Jlorgonthm 
FROM ~ 

Stuart Poabo<IT ~· \ -: 

I th11llt w llicbt do aoaet~ with the two word 

alocm which llr. Jolm Ad_. bequeathed to ua eo •n:r ,.. .... 

ago . 

117 U~>r .. aion i a that ,.. are alreed,- prorlded with 

«<OUgb poatara to run ua tbl'Cugh the •-r lmt I w1ll talco 

tho aattor up with tbe Poe tor eo-1 ttoe ancl aoe what aigbt 

be dona. It ooeure to ••, too, that becauae of tho biator ical 

nature of tbia r emark, 00111 uao eight be aade o! it in radio-

in t act, a whole script might be " r ittan on tho opieodo point­

ing up tho !act t hat 1110ro thm a century and a hal! ago, a 

!amoua Aaoricen bequeathed ua a slogan l or our Bond C&apaign. 

I 
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llareh 18, 1848 

JiJ'. Pea boaT 
Seoret&rr Korgenth&u 

I &a &tt&ohing hereto oop7 of & ..ao whioh I 
reoelYed froa Peter O!eg&ra, and I would llkt to bring 
to 70ur &ttentlon th&t John 1d&aa e&ld •Independence 
rorenr•. 

ru. leiU to .. to be &n urfull7 food elog&n 
for & potter. I don't know what old John a..- looked 
like, but 70u aight ITin haTe a potter a&de of h1a with 
the elog&n Ulldernnth, •Bl!J 'lu Bonde &n4 Guu&ntee 
Independenoe roreYer•. 

Let at know wh&t your rnotlon h to thle aug• 
g11t1on. 

Regraded Unclassified



TREASURY DEPARTMENT 

INTER OFFICii COMMUNICATION 

TO Secretary !lorgenthe.u 

DATE 1farcb 18, 
1943 

·. 

"'o"' !.1r . Odegard 

The program you heard on WINX is a weekly feature , 

''ARC!'WG 1'J l.!USIC , celebratinG each week, the memory of 

s o~e r.rcat American . Ihe program to which you referred 

~as about John Adans . The station is sendine us a copy 

of the script . The follo~inc is an excerpt covering the 

Adams toast : 

John Adams , at 91 , listened and spoke from 

his bed . "It is a creat day - it is a r,ood day, " A 

few hours before , t he orator for the celebration at 

Quincy had asked John Adams to propose a toas t for 

the gathering. 

·• r will give you, " said old John Adams , "In--
dependence forever. " 

The orator hesitated. "Only two words for 

a toast . " 

'",'lould you add anythine to that sir?" I 

asked . 

"Not a word", said John Adams firmly . 

And on the 4th of July as John Ad~rns breathed 

his last the crov.Us in ~incy cheered and applauded his 

toast - Independence Forever . 
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THE ... SUN 
.... .. i9i3 

' --. 
IPr~lf. F orlmJ Council To Puih 
$13/H)O~OOO,OOO Victory Drive 

Greateot Financial Upde1:1akipg Ol U. S. Treuury In 
Hiotory Will ~tart April l 2 

/BJ/ .,.. .t.oodoU<I Prfltl 
Wuhin,ton, Mat't'h 21-lt.tpre. I'IW)rlof'1 c:u be nlted only lhtoU.,:b 

HDt.atlvn of ~·a_....."" lnvt«~Nat In ...-. ~I"'UDtUt 
fonned ao A11lecl HewtPe"' Cou~to bond~ b1 t'VHY au. WOCDaD ADd 
dJ tod.Q to wpport tbe Trt...,Y. dt.!.ki: 
t ii.OOO.OOO.OOO MeODd VJttofy lla • Job wb.k:• eu - ~ 

pUaht4 oa lh• bome froat U ~ an: 
drlft. tiM put.est ft.a..aftdal vacl,tr. t.o l:attn& 1M war to ao Mf't:r udl 
tatlftc ln b.is&or7. w-lak:b 1tarta roC'IC.'Mibt conctulon. .. 
April II. ClalfN Major CrHK 

...,.. cou.Ddl ._.. oraaab:td aftu • be rouod.l NC:I.lled U..t _...... 
lbt ~per f'f'Pfftf'DltdVH p!IPf,... ....... tJtDOit Hltlfti.J r. 
IM&td 8ecrd.a:l1' MOl"'tDthall and epouil:* 104" U.. n~ of Jqt 
Gtn. O.Orae C. lllartiWJ. cblef of ynr't c:ampalan to colfect ac:rap 
at.a«. ~nttll to m•tt the \U'Ctllt wartime 
• left All fmpreuect nQCU of tlttl mUll. and •4ded: I 

••t;veryone prant wu tremen· 1 '"Tbe r"poruibllllJ' tor pcno..d• 
dousty lmprt:llt'd with the m&~n.l· Ina our people to put tMlr turplua 
tude and lmportanc:e of &be talk f~o~nda In the Mfett hwtttment In 
• .ch Ue. lmmtcllat.ely ahead," a the worlcl Uta lar&tJ)' w1th the 
counc11 statement said. _ •'Tblt n •wspapert." " 
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U11I'l'Su STAT3S TiCASURY i<.l1 ii'Il:AJIC: CCUlrn-"" 

BULL..""TJN 
lla rch 22, 194J. 

J'Noidcnts, Federal P.esorve llnl'll<• • 

At tho mooting ''ith the Publicity Directors on 
Thuroday, !larch 18, it >:as suggested that on pro.'llotionlll 
C~&tt.oro eoneomin;: the drive, they miCht be permitted to 
coorlll!ticnt.o direct with this o!tico rothor than co 
thrc>llCh your o.'"fice . 

Ut• . Robl>iiiS and I aro dot.<> Mined t.o hnndlo all 
e~~~ttors concemin<; the drive strict~ accordinu to ;>roper 
Ol'l_'&nhatlon but it is true t!l.at tl'.o pi'OO>Otional end o:: 
t:>O t:unc 1a so d,)"Tla::d.c and tl>.o dccislono arc needed so 
prouptl;r t01at perha?S it YIOUld bo \Toll to na::o ~or:o scch 
oxcoption as indica~cd above . 

ii'Urthcmoro , 1:: you lt&vo no objection, 1 t Mi;;ht 
Oo Ttil'lo to tol lorr t~10 sao:to prococturc on conn.unico.tions 
from horo to the £1ol d. As fnr as thio otfica is eonecrnoc, 
I ,:~an to handlo mnttcr3 dlroctl,y \lith you but it prob-
oblif would oxpoditc thincs if I woro to sen<! comtmicotions 
hnvin.; to do with promotion llnd a.W~rtloinc sl..,ult::tnoo\lSli/ 
to ydur Publicity Directors . 

I '"ould appreciate hcArlnc from you as to 11hcthcr 
tltio suscostcd procedure is sntia! actocy . 

Stuart i'oaboey, 
Y.oad Acvortioir.e Spocinll.st. 

lo'FC - l 
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THE UNDER SECRETARY Or THE TREAS~ 
WA8HINOTON 

lleroh 22, 1943. 

I ""' attachine a memore.ndllll from llr. Owmingho.ll 
of the Legal Divioion ohowing the powers and duties of the 
Director of Finance of the State of California . In general, 
he is the Director of the Budget, Audit or-General for some 
purposes, and Procurement and Contracting Officer. 

l'bilip Gib!!On 

I called two people who are now in lluhington who 
know this gentl.....,; one wao llr . A. B. Stookberger of Civil 
Aeronautics Adainiotration, who was Diractor of Finance of 
the State of Clll.1torn~ prior to llr. Gibson . Hie knowledge 
of him """rather general . He said llr. Gibson""" e pr!lCticing 
attorney with very little ~:overnment experience before be be­
como Director of FiMnce and he was Director of Finance only 
one year before being promoted to Chief Justice of the Supreme 
Court. He thinko th•t this man hae a lot of •bility, but he 
wouldn't class ify him ao being strong on 1\dllll.nistration. He 
thinks be is clean , but he bnlioves there no a generl!\l feeling 
thet be wes not qual1t1ecl to be Director of Finance and when he 
was apoointecl to the Cbief Justiceship there •• 101:1e c"""ent 
thet he bad hNI no court experience . He thought llr . Gibeon 
lliaht be eloooitiecl ao the best of the three who served as 
Director of Fin&nce under Governor Olson . He hso a nice per­
sonality, 1a eo.oy to get along with, and he thinks he is a 
good lawyer . 

Th~ other W!IB Dewey Anderson, who is now employed in 
Governor Leluaan 'o office . He apparently !mows Wr. Gibson very 
well and wao part of the politiel!\l machine oloeting Governor 
Olson and knows all of the facto concerning 1>1• employment by 

the Governor. 

He oa7" that 1.tr. Gibson wao " practicl.n6 lawyer with 
llixed cliente. He teat1tied ae a cbarocter witneaa for Joe 
Schenck. He •• brought into the Calitorni.a caapaign by ll:r • 
Olaon for the reaaon that llr. Gibsm could bring in a<lllle 11011oy 
to finance the eupaign, Mll8ly, the Schenck tundo. He sa1'1 
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ho 1e very quiet and a beh1nd-the-ecenae worlcor. The Governor, 
after ho waa elected , had the problo• of finding llr. Gibson a 
job. He wae llllde Director ot Finance tor that purpose. He waa 
not qualified to till it and leae atUl, ho wao not even inter­
eated in tho job. He wae el.....,ted by tho Governor to Chief 
Juatice in order to pa7 a political debt. He .. ,.,, hOW8'1er, that 
Mr. Oibacn haa worked hArd at thia job and IDL\de rather a credit­
~blo ohowing. Ao to hie political complexion, he ia an oppor­
tunist and it was llr. A:oderson'• opinion that llr. Oihaon onl7 
enter8d the Olson el!llpllign fer what he could get out or it . He 
8&78 he ia able, but he wouldn't truet hie judgment -- be ehangea 
'llllenevor it ie an advantage to biaoelt to change. He does not · 
thinlc he 1e torthrigbt and he is too ekUltul in hie deallnge 
.mere it involves hie awn eelt-al!vanc-nt. He thinlce he ia a 
rather Rood technical lAwyer, but he is not an ad.ainistrator. 

At t&chment . 
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TREASURY DEPARTMENT 

l~lt O..,.IC. CO .... UNICATION 

DATa llo.roh 20, 19U 

TO Mr. Bell 

Powero and dutioo of tho Director of Pinanoo of tho State of 
California- Pol itical Code (Door tn& , 195?) . 

1. Aodit and examination or financial rocordo of otato 
inat1tut1ona , oo~aeiona , bureaua, and ottiooe ot the 
a tate, once a year or &I ot·ten &I cleoDt4 n.eoe aaary - Sec . 667 . 

2 . Count o.r 110ney iD state treaaury once a .onth and e.tter 
each ooWlt to publish an affidavit in newopaper of Saorlll:IOnto 
ohowin& the t.J:lOWlt of 1110ney or credit that ou&ht to be in the 
oteto treaoury and t he lll:IOUUt and kind of money or credit 
aotually therein - See. 660 . 

3. To authorize t ho creation of dot1o1ono1oa in any 
appropr iations of money m&do by law in oaooo of actual 
noooooity and authorize tho pa~nont of dofio i enoioo out 
ot any money which may be appropr iated for euob purpoaee. 
lie dofioionoy shall bo authorized except on tho written 
authority of tho Director of Finanoo and tho Governor -
Soo . 881 . 

4·. To inTe at the proooeda of the tale or et.te school lands 
wheneYer a.nd &a often aa thoro 11 in tM at&te troaeur;y tho 
lllll ot t lO ,OOC)..in bondo of the ototo or tho United Statoo in 
1uob -.nner t.td on web ter-=e aa he ah&ll doea beet tor the 
t\md . The securities are to be delivered to the a-tate treeaurer 
who ohell keep them ao a opeoial school t'Ulld dopooit and orodit 
the iotoroot to the state oohool fund - Soo . 671 . 

6 . To inveot fund s in the ototo treaaury to tho au dit of t be 
ate.te'a deoeaaed ~raona• fund in bon4a or the •t•te or the 
United St&tea, etc., under l&me oiroumata.noo• Nld conditione 
&I in preoedin& aection - Sec . 67~ . 

8. General pow.ra and duties -

(1) "l.To lot, with the oonoent of the Stoto department, 
board , oommieaion , or officer oonoern~d , ror a period or not 
to exoeed fh•e yea.ra, any property , r·o&l or peraonal, which 
be l one• to the State, oxoopt whore ouch l etting 11 expressly 
prohibited by lo.w, i t in th• judpont of the director ouch 
lettin& will be for the b .. t int.reoto of the Stoto . 
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"2. To hire or leaae, upon tho written request ot 
tho Ste.t·o dept.rtmt.tnt, boo.rd, oolll'lliaaion , or of tioor conoornod., 
~ny pr operty , real or personal , if in tho judgment of tho 
director auch hiring or leasing will be for tho boot intoroato 
ot tho State , 

"3. to authorize , with the oonaont or tho State 
depar~ut , board , co~aeion, or oftioor concerned, tho aalo 
or oxoh&Dso of o.ny personal property wbioh belo"'l• to tho 
State It in tho judgcont of tho director ouob oalo or exchange 
will be for tho best interosto or tho State. 

0 4 . To &equiro ti tlo to r .. l property in tho .,...,. 
ot the Ctat. or C&li.fornia whene Yer the aoqula1t1on of auob 
property 1a authorilod or conte"'Plated by law, if no other 
aconcy of .tho State io apoc1tica.lly diroctod and o:::poworod to 
acquire ouch title . 

"5. To execute grant• to real proper ty bolongins 
t o tho State of California in tho n&CIO of , and upon behalf of, 
the Ot&to of California, whenever tho eale or exoh&ntO of euoh 
real property ia authorized or contempl ated by law, if no other 
accuoy of tho State is spooifiodly directed and oq>owered to 
exoouto 1uch grants ; to oxoouto giante to any ro~l property ba­
longin& to tho State of California in tho name of , and upon 
tho behalf of , tho State of California with tho consent of tho 
Stt.to a,enoy, i f a.n.y; conoer·ned , to tho Onitecl Stetcs of America , 
in oxoh&n£e tor ~de ot tho latter, or for euoh other con&ider­
atlonl , &I may appear to the Direotor or Finance to be to the 
boot intoreoto of tho St.te: any real pr operty aequirod by tho 
St.ta of California by oxchango purouant to tho pr ovisions of 
thh ouboootlon shall be oubjoot to tho lawo &ovorninr; rod 
propnty or tho eless to which ouoh acquired roo.l property 
be lon&• • 

•e . To render euoh adTllory , lDTettlgatiooal or 
other aim1 la.r ••rvlee to any olt"J , oounty, oity and coWJty , 
diotrlot or any other political aubdiviolon of tho State, 
ao .. y be doomed oxpodiont by tho director, aald service to 
be rendered only upon euch terma &nd oondit1ona as may be 
satiofactory to tho Director of Finance , 

• 

"7. To institute , in tho name of tho State of California, 
oondomo&ti on proceeditllls f or tho aoquiring or any land authcriced 
by law \.0 be obtained for o.ny State dopartlllont, boar d, comml.aoion 
or inotitution, except land to be aoquirod by tho Department of 
Public 7torke tor highwe.y uaea and pW"poaet , and to proceed it 
neoeta-.ry to condemu und.er the teraa or the Code ot C1Til Procedur e 
rolat1n to ouoh proeoe4in&• • it no otbor • &•noy of tho State 
11 opoc1tica lly directed and •"''oworod to inotitute ow:b 
pr ooeedi.D,ga . 
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"6 . 'l'o u~t IUld convey in the D&mo of the State 

or california, with the approval or the department concerned , 
eaeooente a.nd ri&hte of way over an!'! O.Cl'OII real property belong­
in& to the Steto oxcopt roal pr operty ueed f or highway rights of 
W&y , for 1uoh purposes .nd upon auoh oonaideration and subject to 
auoh conditione , l imitatione , roatriotione and roaorvationa ae 
1D hh jwlgment my be to tho interoat of tho State. 

"9. To grant and oon.,ey by deed or otherwise to 
abuttinc property owner• all right , title and 1Dteroet of tho 
State of Califor nia , 1D IUld to abandoned river o-ola . 

"10. To withdraw fro• ule any ~d all of tho publio 
lando bolon&in& to the State of California by oxocuth'o order , 
with tho approv&l of' tho Gover nor , and by like prooedure, to 
return &ny or all of &.n)' auch l&nde 10 withdrawn C'or the purpose 
of aale or other diapositlon in accordance with lt.w. 

•u. To .. tablieh, with the oonoent of tho State agency 
oonoornod , boundaries between tho property or the State of Calii'ornia 
~old in proprietary capacity and real proper ty in private ownoroh1p , 
t.nd to execute 1n behall' of and in tho name of the Stato or 
Cali fornia~ .nd to aooopt upon behalf thereof , instruments noo­
e eelry to tho establishment or any ouoh boundary.• - Sec . 675. 

By virtuo or the provioiona of Seo. 676& contract• 
entered 1nto by any state officer , board , ooDPdasion , dep•r~nt 
or bureau for the purohaee of tupplioa , m&tcri•la , textboo.ke for 
ueo 1D tho day aud evonin& eleQent&ry aohoola or the state or 
ao·rv1oea muat be a pproved by the 01reotor ot Fin-.noo before they 
beooot efteetiYe except th&t to uet &D emer&ency eupplies ot 
r:aater1ala of a periehablo nature ln an a.ou.n:t not 1D excess of 
$lOG in value rray be purohaood without the percl.ooion of the 
Department or Fin&Doe. 

(2) " rite director or fir.anoe, •• head or the department 
or tlnance , shall per form all dut1ea , exeroiae all power • .ud 
juriodiotion, aaaumo and diaoht.r,e all reaponaibilitioa and carry 
out • nd effect all purpoaea now or herea!ter veatod by law iD the 
depar tment or finAnce, except euoh dutiee , powers , jurisdiction, 
reapontibilitioa and purpoaoa •• are epecitioall y vostod in the 
bolrd of control by tho proviaiona or thio article.• Soc • . 667. 

The Depa..rtment of Fine.noo hal "general po,..·era of auperviaion 
over all matters concerning tho financial and buainete policioa or 
the atate and she.11 whenever it deoJDI it neooaear·y , or at the 
inat&nce or the governor, inatitute or oauae the inatitution ot 
auoh lnveat lsations and prooood1nt• •• ay be deez:ed proper to 
ooneerYe the ri£hts and intereeta ot the atate.a - Sec . 654 
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?. The Oirootor ot Finance ie an ex oftio1o member of tho 
State Uoord of Oontr ol . Ili a dutiee in thie roapoot no as 
many and ae varied as t hose with whioh tho Board of Control 
ie ohargod - Soo. 663. 
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TO 

TREASURY DEPARTMENt 

SPorctary ! or:;enthau 

r . Paul 

.... .., 
In accordance with the existing instructions, 

there is suomi tted herewith a sw•mary report of 

activities and acco.uplish.nents carried on by the 

Leeal Staff ,,, " ' .... ~, 1943. 

A t te.clurent . 

' 
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Di m OFFICE OF TliE GE!."Eit!L COUliSEL 
FEBRUARY 1949. 

A. The following matters received attention in the 

Office of the ·Chief Counsel for the Bureau of Internal Revenue : 

1. liEN YORK CENTRAL RAILROAD COl'l'AllY. Proposed refunds 

of income tax of $201,492 .53 for 1928 and $218, 701 .91 for 

1930 were referred to the Review Division for consideration. 

After examining the case, adjustments were u..ade which will 

transform the I'roposed refund for 1930 into a large deficiency, 

and will reduce the proposed refund for 1928 to less than 

$100,000. The taxpayer 's representative acquiesced in most 

of the proposed changes and has advised 1nforu,al1y that the 

company has already deposited substantial sums of money with 

the Collector in anticipation of the deficiency proposed for 

1930, and of an increased deficiency for 1929. 

2. STEEL Alii> TUBES, r:·c . A proposed refund of $86,718.87 

income and excess profits tax for 1999, and proposed defi­

ciencies aggregating $179,195. 58 for other years were 

referred to this office for .consideration. The Revie?t 

Division is recommending that the proposed refund for 1939 
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be ~li,inated, and that deficiencies aegregating $1,130, 080.41 

for 1934 to 1939, incl usive, be asserted - an increased tax 

liability of $1, 017, 603 . 70. This proposal will allow the 

taxpayer to use $11,504,878.86 as the basi s for amortiza-

tion of certain patents which cost its predecessor (also 

named Steel and Tubes, Inc . ) only $171, 397 .45 . Since an 

interest of more than 50% remained i n the SL~e persons 

imnediately after the t ransfer of the property from the 

old St'eel & Tubes , Inc. to the present Steel & Tubes, Inc . , 

the latter is required to use as its basis the cost of the 

patents to the t ransferor ($171,397.45) . 

3 . FRITZ and HARRIEr !ffiEISLER have offered $150, 000 

to compromise an ir:tcome tax claim amountine to upwards of a 

~llion and a quarter dollars 7 pleading insolvency. The 

addi t ional taxes are based principally on profits from a 

New York brokeraee account handled by a Y~eisler agent . 

Criminal proceedings have been held inadvisable . f~eisler ' s 

attorney urees that his earni ng ability was largely destroyed 

by a traffic accident in 1940, but his current concert tour 

seems to prove the cont rary. The Kreislsr s have assets whioh 

we have valued •t about $850, 000 (including three violins 
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appraised at $50,000) , but $560, 000 of these assets are 

contained in two trusts created in 1919. The question 

whether the corpus of these trusts may be r eached by the 

Govel'nment is noV/ bein;o conside!'ed. 

4. JACK DIETZ was sentenced to serve seven months 

and fined $5,000 on t he first chal'~e and was sentenced to 

sel've two years in the penitential'~ on the second char~e, 

which sentence was susnended . 

5. BERI'A!l.D TOPLITZKY. Decer.tber 31 , 1942, this 

oftic c reconmcnded proseC'ltion for 1936 for failure tb 

rer,ort income received from the sale or securities . 

Toplitzky, Lhro.ueh his stock activities, was indicted fo r 

violations of the Sec,lJ'ities Act of 1933. He plead guilty 

on June 10, 1939, eno was sentenced to a year and e day on 

two counts, to run consecutively, and was placed on pro­

bation ·for five years on the ei<',)\th C'lunt . lie also was 

indicted by a Federal Grand Jury in New York fo r mail fraud 

violations growing out of his stock t ransactions , but this 

indictment was dismissed. In addition to the federal 

offenses, he served approximatel y six months in the Los 

Angeles County Jail in 1938 on a charge of grand t heft. The 
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Ste.te of California also placed him on probation for a 

period of ten years . On January 25, 1943, the Depar tment 

of Justice advised that no useful purpose would be served 

by further prosecution, inasmuch as the proposed prosecu­

tion was based upo~ identical facts for which the taxpayer 

was convicted of viol ation of the Sec •tritiea Act of 1935, 

(sic), (Securities Act of 1933) . 

6. STATE BAliK 0? CQ,,GKR, a bank in financial 

difficulties, .transferred assets with a cost basis of 

$120, 000 to a t rus t fund in consideration of release by 

its deposi t or s of $100,000 of their claims . The trust 

assets were sold over a per lod of years for $50,000 and 

this amount Ylas ultimatel y distributed to the depositors 

in 1936 in complete liquidati~n . The bank had apparently 

been allowed losses of $70,000 in prior years on the sale 

of the trust as5ets, and tl:e pro lem ftas presented as to. 

whether the bank realized taxable inco e of $50, 000 in 

1936 by cancellation of indeotednesa . Despite the i mplica­

tions of Peoples State Bank, 38 B.T.A. 857, this office 

ruled that t he entire transact ion was an executory one·, 

and determination of gain or loss should be deferred 
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until the completion of the liquidation, at ~ich time the 

bank sustained a $20, 000 loss . Hovtever, since this bank, 

~s well as most of the others similarly situated, had 

currcntl. repo~ted trust income and bad aurrently taken 

deductions for trust expenses and losses throughout the 

psriod of liquidation, and those years are now ~arred 

from ordinary adj~stments of tax liaoility, the treatment 

devised herein must necessarily be accomplished by 

voluntary final closing agreem~nt . It is believed that 

most of these banks r.ill cooperate. However, if the bank 

declines, it has been provided that a determination of 

forgiveness of indebtedness income to it from the t rans­

action may be resorted to instead, sven though otherwise 

that would be undesirable . 

7. ESTATE OF l'ILTO!, S. FLO . ..S!!I~' - date of death 

December 22, 1936 - proposed refund of $21,603 .78 estate 

tax, was referred by the !~scellaneous Tax Unit for con­

sideration. Adjustnents were recommended and the case 

returned to the Estate Tax Division, who now advise that 

the estate agreed to settl e by paying a defi ci ency of 

$150, 000 (including interest ). 
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8 . ESTATE OF ~AP~ E. BRADLEY. On January 18, 1943, 

t ' c pendency of t he Krouer case was reported in the Tax 

Court; a deficiency of a!•proxi.J.lately $8, 500, 000 was 

deter n1ned bY, the Collllllissloner upon the basis of the· 

decision of the Board of Tax Appeals in the case of the 

Estate of J.:ary H. Eughes, •1hich bela that the decision of 

the Supr• e.t.e Court in l:ay v. !!eintr v.as no longer t :te law. 

On February 2, 1943, t \ £ Tax Court in a decision in the 

~rhdley Estate case overruled its ucoision i n the Hughes 

~ase (with five Judges dissentinr;) and said, among other 

thines, that "upon more m.atur.ll deliuer•ation, we believe 

the be.tter course to pur sne is to adhere to specific ·-decisions of the S11pren•e Court until l ltcre is no doubt 

thai they are no longer authority." This office will 

request the Depart~ent of Justice to authorize the f iling 

of a petition to review tLt decision of the Tax Court in 

the Bradley case . 

9. BORtF.VARtn:R CORPORATIOf; (see report of April 27, 

1942) was submi t ted to the Joint Committee and t he proposed 

r•ei'unds have been criticized by the Staf f of the Commit tee. 
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The b&sis of the criticism h the edmitted hilure of the 

3uree•1 to require compliance with TD 4422 in connection 

with depreciation ellowanoes . The settlement as a whol e 

was distinctly favoreble to the Government by reason of 

its effect in reducing the basis for depreciation in sub­

se~uent high tax years notwithstandint it involved 

derreciation allowances for 1932 and 1933 in excess of 

what the Bureau would have allowed had not the settlament 

o£ the pendine liti~ation been involved . The Staff of the 

Joint Committee takes t he position that TD 4422 should be 

strictly complied with, and t hat in this case we have no 

sufficient assurance that the taxpayer will accept the 

resulting reduction of the basis in subsequent years . 

Also, that the Bureau should not pernit the taxpayer to 

enter into a settlement that is unduly favorable to the 

revenue . The following laneuage is quoted from the Staff's 

memorandum: "If the taxpayer should insist upon over­

payin5 its tax liability still the tax returns should be 

properly adj usted and the money accepted as a contribution 

or gift instead of under the guise of taxes .• 
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10. TOLEDO, PEORIA t- 'iiESTER."' RAILROAD. The question 

vru whether a.aounts pai d to the railroad for t ransportation 

o£ property are exempt from the t ax i mposed by section 

3475(a) of the Internal Revenue code , as added by section 

620 of the Revenue Act of 1942, by virtue of section 

3475(b) 1 wnich J·rovides that "The tax lwposed under t his 

section shall not apply to ~ounts raid by or to the United 

States or any agency or instrumentality of the United 

States for transportation of property." Possession of 

all the railroad' s proper ties was taken by the Director 

o.C the Office of Defense Transportation pursvant to an 

Executive Order of t he President dated ~~reb 21, 1942. 

This office has ruled· t hat the exemption pro~ided by 

section 3475(b) , supra, is not applicable . This position 

is based on the proposition that it was not the intent of 

Congress to exe~pt f rom the payment of the tax on the 

transportation of property amounts paid to the United 

States in its temporary capacity as operator of the 

railroad. 

11 . BIL1.'3 FOR REFU"!ID OF TAX PAID . Durine t he 77th 

Congress, several bills were introduced to provide for t he 
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refund of the tax paid, to the extent of $1 .00 per proof 

gallon, as to Rll O.istill"ed spirits used in the manufacture 
' o£ nonbeverage products, i . e., extracts, flavors , food 

products, etc . Subsequently, during the same Congress, 

the extract manufacturers had introduced and secured 

enactment of leeislati~n to refund this tax at the rate 

of $3.75 per proof gallon. This leeialation is section 

602(f) of the Revenue Act of 1942. Upon the convenin~ of 

the 78th Congress, sone of the Conzressmen who introduced 

the bills providi ne for the $1.00 r efund re-introduced 

such bills, apparently overlookinz, or not being aware of, 

the fo.ct that legislation had been enacted in the lest 

session of the 77th Congress grantine the $3 . 75 refund. If 

these bills were enacted the resul t would be that thei r 

consti tuents would lose the rieht to claic a refund of $2 .75 

a proof eallon. 

12 . LESTER S. LEVY transferred securities to his 

wife and a friend as co- trustees . The t rust is to continue 

until the erantor's death, his wife ' s death, or until none 

of their children is under tile aee of 25, whichever event 

occurs latest . The trust income is to he paid to t he wife 

for life , and thereafte r in equal parts to living children 
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and deceased children' s issue per stirpes until trust 

termination, when t he corpus is to be paid over to living 

children and issue of deceased children per stirpes . The 

r;rantor retains the power to alter or an1end in \'!hole or 

in part at any time upon consent o£ the acting trustees . 

The erantor and his wife have submitted affidavits 

admittinc that he controls the trust . It is held that t he 

test of whether or not the wife ' s interest is substantially 

adverse under section lQB of the Internal Revenue Code as 

to income tax, and under Article 3 of Reeulations 79 as 

lo eift tax, is a legal ri zbts test , and that regardless 

o£ the fact that the wife is amenable to her husband' s 

l'lishes , he has neverthel ess dedicated the inco.~ e of the 

trust to her for a specified period and be cannot recapture 

.8\ICh income without her consent . Accordinely, he is 

subject to gift tax on the commuted value of his wife 's 

life i nterest in the trust income ; but be is not subject 

to income tax under section 166 since he cannot revoke or 

amend except upon the consent of the holder of a sub­

stantial adver se interest in the trust income . Prot ection 

of the revenue requires treating the trust income as taxable 
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to the £rantor under section 22(a) of the Internal Revenue 

Code on the theory that there was a reallocation of income 

withln the fandly group, the period of realloca.tio~ depend­

inc upon the wishes of the grantor 1md his wife with the 

crantor a~ttedly tee dominant party. 

13. P:tOPOSED COiiSTITFriOiiAL A!- Ehl>iElT. A report 

has been requested on proposed amendment to the Constitu­

tion w~ich rrould anthorize reciprocal nondiscriminatory 

taxation of the inco~e derived from public oblizations 

issued by the United States or by or under the authority 

of any State . The kind of a report which should be made 

is a matter of some difficulty in view of the position of 

the Department that such a constitutional amendment is not 

necessary. 

14. OTTO ROSE,49 years old, Oklahoma Choctaw Indian, 

seeks to compro~se the inco~e tax claim of $3, 430.19 

relatin~ to the years 1935 to 1938, inclusive, for 

$2,128 . 79 . He started as a farmer on a Choctaw Indian 

laftd grant, went through the University of ~klahome, served 

as an army bacteriologist in V/orld War I , started a drug 
. 

busineas in Oklahoma City, and became interested in a bank. 
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He was elected Presid~nt of the Oklahoma City Board of 

Education in 1935, but was rc.noved for maladmi nistration 

in 1938 . His bank went to the wall, and he was prosecuted 

for feilin~ to report income from erafting whi),e on the 

school board. He was convicted and sentenced to ten years 

in prison. Upon appeal the judement was affirmed. 

Certiorari was denied. He started serving his term last 

~onth . 

15. RAY C. ~~ was indicted at Toledo , Ohio, January 15, 

1943, for willfully attempting to evade and defeat his 

income taxes for 1936 to 1939, inclusive , and pleaded not 

guilty. On Januar) 30th he pleaded guilty and was 

sentenced to pay a fine of $750 end costa. He has paid 

to the Collector the deficiencies in tax, per.alties and 

interest for the years involved. 

16. JAJ'ES 71. WEST. On Octobrr 31, 1939, lndictrents were 

returned che.reins West of Trenton, New Jersey, with attempt­

ine to defeat and evade his income taxes for 1932 to 1934, 

inclusive, and joining Ferdinand J. Kno~bel and Alfred E. 

Chris tie as aiders and abettors, and cha1•ging West, Knoebel 

and Christie with conspiracy to evade end defeat West's 
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income taxes for such years . The United States Attorner 

dispoe~d of t he indictment by the entry of' an order ~f do11e 

prosequi on December 19, 1942. 

17 . COID'ODITY CREDIT CORPORATION. Section 3475, I.R.C. 

which impo~tes the tax on transportation of property, makes 

an e xce~tion for ·~mounts paid by or to the United States 

or an~ aeency or instrumentality of the Un.ited S~ates for 

the t ransportation of property.• Section 143. 20 of Regula­

t lons 113 (&}proved February 1, 1943) , limits the exemption 

to anounts "paid directly to a carrier by the United States 

or any agency or instrumentality thereof". 

The Commodity Credit Corporation zoes a step further 

claiminr; there is an actva1 agency beh1een it and duPont 

Company, Ylhich pa;·s the fre icht on shi pments of cotton 

linters. To avoid complicated ~xemption certificate 

procedures, which would be .urdenaome upon the Bureau and 

the carrier, the Unit prepared a ruline denying exemption . 

In approvine the nu1ing,this office recognizes that the 

concl•lsion is not cl ear as a matter of law . However, it is 

arguable that t he regulation is a permissible interpr etation 

o£ the statute and that thi s case comes within the terms of 

the reeula tion . 
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18 . !'ITTSEURG:: PLATE GLASS CO!:PA1iY. Proposed over­

sssessuumt of income· t ax for 1937. The reducti on in tax is 

caused primari l y by allowance of a deduction f.or a payment 

mndo t'o a r ival manufac turer of safety e1ass as a result of 

pntont lnfrin~ement litigat ion that reached the Supreme 

Co1wi . While other issues are involved i n the case, con­

cernin;; the allo~table depreciation and obsolescence, as 

well as retirel:lent losses, it is found tha~ over $880, 000 

r;as deducted in 1937 {and like swns in the accocpanying 

years 1933 and 1939) .for patent development and research 

expenditures . Though the Tax Cou.·t holds aeains t allowance 

of such expenditures as deductions when incurred, the question 

is whether or not disallowance of the deductions will do the 

revenue more good in these years than harm in t he later 

excess rrofits year s , throueh incroasin; the base period 

net inco~e and allowable credit ased thereon. Furthermore, 

under Board decisions this tax1ayer apparently ca.r shift to 

credit based on i nvested capital and capitalire these ex­

penditures b•lt may r un at'oul of section 734 of the 1941 Act. 

19 . COLOHll AIRLIIIES, IliC . (Reported December 7, 

1942) which was pending in the District Court of t he United 

States fo r the Southern District of New York, has been dis­

missed wi thout prejudice on stipul ation of the part ies . 
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?,() , s:1TH v. Shaur;hnessy, Collector and ~Oat!lETTE v. 

He1vering, Commissioner, were decided by t he Supreme Court 

on February 15, 1943. The decisions taken together 

osto.blish a clear rule for determining gift taxes where 

possi bilities of reverter are involved. In the Smith case, 

the Government conceded that the ri~ht of reversion to 

tae donor in case he outlived his y:ife was an interest 

havinc value which could be calculated by an actuarial 

device and that it. was i....uune from t ile ift tax. The 

.)upreree Court said that was r-lcht . In the Robinette case 

the Government v:ould not concede the value of the rever­

sionary interest of t he donor could be ascertained by 

recoenized actuarial methods and it should, therefore , 

not be excluded from the value of t~e property to be taxed. 

7he Court approved this, pointinz out that the reversionary 

interest here depended not alone upon the possloility of 

survivorahl p .>ut also upon the death of the dauehter Yli thout 

issue who should reach the aee of twenty-one years; and 

that the petitioner had not referred the Court to any 

recognized method by which it would be pos.sible to de­

termine the value of such a contingent reversionary 

remainder, and, while actuarial science may have made 

• 
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Great strides in appraisine the value or that which seems 

to be unappraisable, the Court had no reason to believe 

from the record before it that even the actuarial art 

could do more than guess at the value there in question . 

In SUL~ry, the Government contended before the Court that 

continJent reversions should be eliminated where they 

were susceptible of valuation by recoenized actuarial 

tables but not eliminated where they could not be valued , 
b;• rccoznized actuarial 'llethods, and this is the rule we 

79 

deduce from t he Court ' s decisions . It should be quite 

helJ:>ful to administrative offi cers in determining gift taxes, 

since the question is a rather common one . 

21. JO!fii A. :l.OEBLIJ;G ' S SOJ:S CO. In this case a rene-

eotiation azreement determines excessive profits fo r 1942, 

wnich the taxpayer agrees to pa~ to t he United States in 

four quarterly payments beginning ::arch 15, 1943; and 

the taxpayer requests closin~ aereement that the excessive 

rrofiis be eliminated from 1942 taxable income. The 

position of t his office is that th~ txcessive profits 

will be eliminated from 1942 income when and if recovered 

by the United States , but t hat a closing aereement to that 

• 
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effect should contain the following li~itations: (1) there 

shall be excluded from the :eturn only t he portion which 

will be paid, repaid or credited to the United States to 

be covered into the Treasury as miscellaneous receipts; 

(2) there is to be no refund of taxes unless and until 

the taxra~er has fi rst availed itself or the procedure 

for creditine the taxes against excessive profits in 

O&nner provided for in section 3806(b) ; and (3) upon 

audlt t he Couuni.ssioner shall be required to exclude only 

lhe portion t heretofore repaid to the United States . 

Under section 3806 t he t axpe.ye1• has complete assurance 

that if it is required to pay a tax on any portion of 
"! 

any of t he excessive profits at.d s•1ch excessive profits are 

later repaid, the tax thereon will be credited auainst the 

excessive profits . 

22 . 0\~AT~ir of $440, 536.42 inco~e taxes by Reba 3. 

itubin, !lew York, New York, was approved by the Staff of 

t he Joint Commit tee during January, 1943 . 

28 . E:iOCK L. (Hucky) JOH ;soli (Reported September B, 1942) 

was sentenced t o t en yeers on convict ion for attempted 

evasion of his income taxes, and filed a petition for · 
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certiorari in the Supreme Court . On February 15, 1943, 

the Supreme ·Court affirmed the conviction, holding that 

the prosecutor ' s comment on defendant ' s claim of Constitu~ 

tionnl privilege against self-incrimination, as reflecting 

on his credibility, did not constitute denial of due 

process since the defendant at the trial had waived 

objections to such comment by withdrawine his exception 

to it, and that defendant 's exclusion from the court roo~ 

while under cross- examination, durine argument of counsel 

on a point of' law, did 'not constitute error since no 

exception was taken to t he Court ' s exclusion order, and, 

under the circumstances present, he was not prejudiced 

thereby. 

24. CHICAGO, 1.'ILWAUKEE, SA!!:'!' PAUL & PA~IF!C RAILROAD 

CO. On February 16, 1943, this office advised t he Income 

Tax Unit (1) that an insolvent taxpayer on t he accrual basis 

may accrue and deduct i nterest liabilities incurred wi thin 

the taxable year though there is no reasonable expectation 

that such liabiliti es can or will be paid, 1~hich follows 

the decision of the Eighth Circuit in Zimmerman Steel Co . 

et . al . , Trustees, v. Commissioner; and (2) that interest 
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on the de•ts of a railroad corporation in the process 

of reort;anization under section 77 of the Bank'ruptcy 

Ac t , as amended, continues to accrue as deductible 

ite s until the debts are extin~uished bv the transfer 
~ . 

of the debtor to t e reorganized corporation. 

25. STA'ES c: . .Et; 'l ~l!Ot S. 47 Trtasury 

DecisiQr s have heen issued since October 21, 1942, 

and 36 are ~enC.ing . or the 36 pendill.;, 7 are with 

the Assistant Secretery for &Hroval, 4 with t he · 

Doputy Commissioner , 14 with the Tax Leuislative 

Sou.nsel and 11 e.re i n va1•ious sh_es of preparat ion 

in t he U.R Division, so"1c of 11hich ~y be issued 

next r.eek. 

26. TAX DCD!El;G. l.r . 3, a United States citizen 

and "nventor in Le fieLI of aviation, derived in 1$40 

and 1941 so-called counlssions &..>ountin~ to. over 

$2, 500, 000 f or eac~ of such years from t he sale without 

the United States of aircraft and accessories thereto . 

In both years Kr . H. contends that he lived in Canada 

for roore than six calendar months (havi~ moved from 

• 
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the State of Washington to British Columbia from June 

7, 1940 t o January 4, 1941, and for corr esponding 

period in 1941 and 1942). He thus contends that he 

was a bona fide nonresident of the United States under 

section 116(a) IRC, and hence that he is exempt from 

income tax upon the commissions . It is understood that 

he hss filed no income tax returns in Canada for either 

of the years involved and that be \a seeking to avoid 

inco~e tax as to both countries nith respect to the 

enor~ous income involved. The office of t he Internal 

Revenue Agent in Charge at Balt imore is investigati ng 

the ceae . After the facts have been sufficiently 

developed, it is anticipated that consultations will take 

place 'lith the Canadian revenue ser~ice in keeping with 

the Tax Convention between the tlo.o countries end with a 

view to frustration of the tax avoidance or evasion 

obviously involved. Section 116(a) was amended by section 

148 of the Revenue Act of 1942. A par t of the amendment 

is applicable t o years beginning af ter December 31, 1941, 

but the part that wi ll control this case is not applicable 

to years beginning prior to January 1, 1943. 
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27. W. ROYSTOii ~'ITH pleaded guilty January 10, 

1943, t o an indictment chareine attempted evasion of income 

taxes for the years 1937 to 1940, inclusive, and was 

sentenced by U. S. District Judge W. Calvin Chestnut to 

pay a fine of $1 ,~00 wi th commitment in default . Smith 

is a resident of Hagerstown, Jlarylar,d, and is the half 

o1mer and active principal in the operation of the 

!ia<-trsto,;n Paint and Glass Company, Hagerstol'11l , J.:aryland . 

Prosecution for a ttempted evasion of income taxes for the 

years 1937 to 1940 ,. inclusive , was recommended by the 

Bureau May 19, 1942 . 

28 . MARTIU F. TIERNAH, el al. Two grantors , business 

·associates, simultaneously deposited stock of their closely 

held companies into a number of trasta with themselves 

as trustees and as cotrustees with their wives. Trust 

inco~e was to be applied so far as necessary nto the 

education and support of the child of t 18 vrantor for whom 

each of said t rusts has been created." Certain of the 

trusts are for years with principal over to· the children; 

the remaininc t rusts are for the life of the last surviv­

ine child, respectively, with peytoent of pr incipal to· 
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£1ture ~ran<lchildren . The trusts are irrevocable except 

with t e consent of a beneficiary hnin., a substantial 

aJverse interest . The erantors obtained a decision 

(37 STA 1048) that they \"/e re not taxable on trust income 

for the Jears 1932 and 1933 under sections 1G6 and 167 

on t ne _round that trust income YI&S not actually·used to 

support a·.d educate minor children. In considerine later 

taxable years, t his office has advised the Income Tax Unit 

that (1) the income of the trusts created by the husbands 

ls taxable under Helverin."' v. Stuart , in the future , er.d , 

for or,en rears, to t he respective c rantor•s to the extent 

that H coul d be used t<> support and educate minor children 

even thoueh not so used ; that such taxation is 11ot .foreclosed 

on the theory of res judicata by the Tax Court decision 

as to 1S32 and 1933 taxes bec~us~ t .~ s~ erv6ni nr Sunrene • v • 

Court decision in Eelverin<' v. Stuart is c.irectl~ contrary 

"'' tnat opinion; and that a declsior \•i th r6s}'ect to one 

• tax year is not res judicata with respect to t•e identical 

'}Uestion in a subseouent year Vlb~n a directly contrary 

lnlel'venlnc Supreme Court. decision has esteblished the 

erJ'Or of the first decision; (2) consideration of whether 

t~e vrantors are t axable under section 22(a) on income 
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!ron the trusts ln the future and for still open years 

is not precluded by the earlier Tax Court decision if 

for no other reason than because those proceedinzs related 

only to sections 166 and 167, and the question under 

secLion 22(a) ls different t herefrom; and (3) because of 

t~e unsettled effect of the John Stuart case on the 

Clifford doctrine end in.view of tl.e broad ...anageoent 

ro~crs retained by the husbands as trustees and as 

cotrustees of trusts created by them and other indicia 

·or retained ownership evident from the surrounding facts , 

the crantoJ•s are taxable on trust income under section 

22(a) . This office is not yet ready to take the position 

that the John Stuart case ma.l.. es e distinction betVIeen a. 

zrantor reserving poners to himself as crantor and a 

~ra.ntor creati~ broad powers to himself as trustee end 

acting as his own trustee . 

29. JOl!li 1;. J.:c:;QO::AJ\ . On February 2U, 1943, the 

Comnisaioner authorized and requested the Assistant Attorney 

General to direct the United States Attorl1ey for the 

Eastern District of Pennsylvania to file suit against 

the City of Philadel phia., under section 3710 IRC , for 

86 

Regraded Unclassified



- 24-

t :te sum of ~36 .94 . The case is designed to test the 

power oi' the Federal Goverrunent to diatrain against the 

states or their political subdivisions for the salaries 

of their employees whose federal taxes are delinquent . 

The Collector had previously, on January 15, 1942, served 

upon t he City Treasurer copies of notice of lien,· warrant 

for istrai~t , ana notice of levy and had suhsequently 

!!:&de de·.and upon the City Treasurer for rayment of the 

sum. The City ' s refusal to honor the levy has been 

based upon a desire td protect itself, as well as on 

"the laws of the State of Pennsylvania and the strong 

~ublic policy w1,ich prevails i n our laws to preserve 

se.laries and Vlages from attachment anil precludine attach­

~tnt of funds in the hands of a municipality"; the City 

Solicitor , hoi7ever, has expressed a r:illineness to &£ree 

·on "sor..e .r.ethod of procedure f or brinei nt this n:atter to 

a juu.icial determination. " Admll.istrative officials 

have been apprehensive that failure to obtain judicial 

determination of the right of Collectors to enforce their 

levies against states and municipalities might likely 
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mili tate against enforcement of collection of victory 

tax v.ithhel d by such official&, an<l they deem t he question 

of sneh im~. tance as to necessitate Hs being "brought 

to lieht as soon as possible and measures taken t o have 

corr ective legislation enacted ." This case is not an 

altoget er ideal one for e test case , · since i t appears 

tr e taxra••e r has other proper ty out of 11Hch collection 

ni&ht ~ made by usual distr aint pr ocess, but even so , 

t ha t uoes not affect t(,e leeal point involved when con­

sidered f r oLl t hat standpoint alone . 

30. OKLAE<i.:A TAX COll:ISSIO!I v. UliiTED STATES . 

;er tiorari t o tl1e Tenth Circuil Court of Appeals was cranted 

in Lis case by the Supreme Cour t Februni'Y 15, 1943 . The 

Circuit Court held t hat the State of Oklaho .a mie;ht not 

L.,}.O&o its inheritance tax on the transfer of the estate 

of a deceased'r-ember of tbe 7ive Civilized ~ribes , consider­

inc itself bound by Childers v. Eeaver (1926) , 270 U. S . 555. 

The Supreme Court held in the Childers ease that Oklahoma 

had no power to tax the transfer by death of t he estate 

of a member of t he Quapav1 tribe . justice J{cReynolds, 

writing the decis ion i n Childers, placed i t upon two 

' 
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~rotmds : (1) that the State lacked power to impose an 

estate or inheritance tax unless lt had the power to 

reeulate the trans1o1ission of the property at death, and, 

(2) that the control of Congress over Indian property, 

to t' e exclusion of the State power of inheritance taxa­

tion, wes ~ssential to t he discharr e of t'te Federal 

Government 's duty to its Indian wards (the "instrumen­

tality" arcument) . In the circumstances it is not clear 

why certiorari was zranted in the instant case . In 

response to an informal request of the Solicitor General ' s 

office, on account of t he posltions the Government is 

taking lookinz to the taxation of interest of State 

anu municipal obligations, a letter has been sent to him 

su._.;estin: that the ar ;;wuent i n the Supr6.<e Covrt in 

supr~rt of the Circuit Court ' s decision be based prU&&rily 

upon the first ground indicated in t:·. e Childers decision, 

whlch , u a matter of fact, was the sr•proach emphasized 

in the Government's briefs in the Circuit Court ar d in 

the ~upreme Court in opposition to certiorari. 

31. WARD BAKING C011PA!IY. This case presented the 

qulls tion whether a tax under t loe rrovisions of Schedule A-3 of 
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Title VIII , Revenue Act of 1926, aa &~ended by secti on 

723{t), Revenue Act of 1932, should be assessed on the 

transfer of the rir:ht of the uisappea1•ing corporation 
' 

(W$rd Baking Corporation) to receive stock issued directly 

to t e atock~olders by the continuing corporation (Ward 

Batine Company) in connection with a consolidation of these 

b;o co:.tpanies pursuant to the laws of t he State of J!.aryland 

and t e State of Ne~ York . It was held, in view of the 

lan~uaee of the Supreme Court in Raybestos - ~nhattan v. 

United States (1935) and in view of GCY 23239, that a 

stamp tax on t he t ransfer of thP ri~ht to receive stock 

was incurred in this case . It was reooenized that the 

instant case is not identical with Raybestos-Manhattan, 

supra, since t he latter involved a sale of assets . However, 

i n dccidin£ t~e ~avbestos-~anhattan case the Supre~e Court . 

viened t 'Jt a.-reea:ent as provicl in,:; that t t shares of stock 

of the ner. corporation were to be i . sued oirectly to the 

stocY~olders of the old corporations without furthe r 

intenention by the latter . The taxpayer also contended 

the.t undor the regulations it was never intended t hat a 

tl'ansfer tax be assessed in t his situation. rt was con­

cluded that the exe~ption from tax accorded by these 
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re •lations refer red merely to the surrender of stock of 

tr.e ,aer~inr cor!'or at i on. 

32. WESTERN PERISHABLE CAR LO.A.D RECEIVERS ASSOC!ATIO!I 

91 

OF lll.W YORK. This office has reconsidered t he q••es t i on whether 

certain inspec tors and typists performlne services pursuant 

to an cereement between t he above association and the 3ureau 

;f Acric..tltural Economics, U. S. DeparLent of Aericulture, 

are e .. ployees of t!le association. The :urpose of the 

auree."ont is to provide an impartial ins.eetion of ca:load 

s~ip .• oents of perishable fruits and vee;e te.bles received in 

Hew York by members of the Associati on. Under t he terms 

of the ar.roeAlent . the association pays the salaries of the 

inspectors, typists , and other pers~nel ; it pays for or 

provides office supplies, inspectors ' tools, and equipment 

used by such persons, and it pays $0.15 per carload for 

inspection certificates received. The Bureau of Agricultural 

Econor.tics whose duties with respect to the ac.ree::ent are 

nor. adr.tinistered by the Agricultural J~rketing Service, 

selects, trains , l icenses, and supervises t he inspoctors· 

cne;aeed pursuant to t he agreement ; it also fixes the salar ies 

of such i nspector s withi n a salary scale fixed by the 
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association with the approval of the Bureau. The duties 

of the inspectors are assigned by the Bureau. The contract 

contains no provision for the selection, t raining and super­

vision of typists and other clerical personnel but as a 

matter of practice the Bureau does select, direct and 
. 
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superv~ae StiCh persons without direction from the association. 

5ssed on a ruling by the Appellate Division of the Supreoe 

Court of liew York under the State unemployment program that 

a typist employed under the aereement is an employee of the 

association, and e. statement from the Department of 

Agriculture that the inspectors and typists are not employees 

of that Department, t his office ruled heretofore that the 

inspectors and typists and the Western Perishable Car 

Load Receivers Association of New York were subject to 

the taxes imposed by Titles VIII and IX of the Social 

Security Act and Subchapter& A and C of Chapter IX of the 

IRC and a:uendMnts thereof . The Court of Appeals of liew 

York haa reversed the Appellate Di via ion and the Supreme 

Court has refused to take the case on certiorari . This 

office has novt reversed its orizinal position and holds 
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• 
that the r>ersons employed under the inspection agreement 

are not employees of.the association within the meaning of 

Suhchaptors A and C of Chapter IX IRC , as amended. 

33 . WIUIM/ E. ANDERSON, Edward T. Fellows and 

93 

Arthur C. l!cEntee'were indicted February 18, 1943, at 

Brooklyn, I:ew York, for wilfully attempti ne to defeat and 

evade a large part of the individual income tax of Anderson 

for 1938 and 1939. Anderson was in the real estate apprai sal 

business during the years covered by the indictment and 

acted as an exper t appraiser for tr.e City of !lew York. 

l{e is now encaged in the construction of defense housing 

~ t Hartford , Connecticut. The indictments are predicated 

upon Anderson's fail ure to report appraisal fees received 

from the City of New York and upon his claiming fictitious 

salaries and wages . 

34. C!!Ill LDl JJJJii, Oakland, California, was indicted 

by a Federal Grand Jury in San Francisco, February 25, 1943, 

for wilfully attempting to defeat end evad~ his income taxes 

for 1939 to 1939, inclusive . He failed to file income tax 

returns for 1933 to 1937, inclusive, and reported only a 
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s..all portion of his income in returns filed· by him and 

his wife , Chin Wong Shee, on a community property basis 

for 1938 and 1939 . He and hi s wife failed to report 

income aggregating $446, 370. 86 received during 1933 to 1939, 

inclusive, from the operation o£ lotteries end gaming 

houses . The aggregate understatement of taxes amounted 

to $79, 043.88 . lie employed 16 aliases . He is a resident 

alien Chinese who has lived in t he United States for 

arproximately 30 years . 

35. SHI•IYU NORO, SHOIE 1!. <J?TO, HARUO TANIGUCl!I, and 

ISO TAJHGUCHI. On December 17, 1942, the Bureau referred 

the above oases to t he Department of Justice with the 

reconunendation that lloro, Go to and Haruo Taniguchi be 

prosecuted for evasion of t heir taxes . These individuals, 

all Japanese aliens, faile d to report in thei r respective 

federal inco~e t ax returns t he proper a~unts of their 

respective shares of partnership incoT.e received from 

the operation of a restaurant in St . Petersburg, Florida. 

The cases originally arose from an investigation by the 

Assistant Collector of Customs, Tampa, Florida, who, 

acting under instructions from the Foreign Funds Control 
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Division of the Tr easurr, t ook custody of the asset s of 

the partners and partnershi p, Nikko Inn. On February 15, 

Uoro was incilcted for evadi ng hi s i ncome t axes for i936 

to 1940, inclusive. Haruo Taniguchi and Got o were named 

as alders and abettors, and all three individuals were 

charged wi tb conspi racy to evade Noro' s taxes . lio ro was 

arrested and has been released on bond. Goto is presently 

stationed at anaien relocation center somewhere in the 

West, and Taniguchi is believed to be ·in Japan. 

36 . 1/EoY COCOANUT GROVE, INC . , Boston, Kassachusetts, 

.was referred to the Department of Justice February 27, 

1943, for considerati on of advisability of instit ut ing 

criminal prooe~dings against Barnet t Welansky, Benjamin 
-Welanaky, Jennie Welansky, and Otto Spiller, or ei ther 

of the~ on charges of wilfully attempting to evade and 

defeat a large par t of t he income and sxcess profits 

taxes of the corporation for ~aoh or any of t he calendar 

years 1936 to 1941, inclus ive, and on conspiracy charges. 

The United States Attorney, t hrough the Department of 

Justice , r equested that the case be forwarded to him. 

Barnet t Welanaky was the owner Qf the !few Cocoanut Grove, 
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Inc ., ann to~ether with his rothers, Benjamin and James, 

operated the nite-club ovmed by the corporation. Otto 

Spiller was the accountant who audited the corporation ' s 

books and prepar~~ some of its returns . The fraud 

allceed concerns the failure of the corporation to report 

sales of alcoholic beverages, income derived from the hat 

and coat checkins facilities, and the padding of various 

expense items . The corporation is in bankruptcy as the 

res11lt of claims filed a~ainst it crowine out of a recent 
• fire wherein 489 persons lost their lives . Barnett and 

Ja1nes Welansky are under indictment in the State courts 

on manslaughter and c_onspiracy char, es growing out of 

this fire , and the reports of the Bureau' s agents indicate 

that public indignation is running high. As a result of 

the bankruptcy, a jeopardy asseas~ent of the deficiencies 

totaling $113, 399 .72, including additional taxes, penalties, 

and interest, has been ttade . The reports on Welansky's 

and hie brothers' individual income tax cases have not 

yet been received, Indictments were returned March 2, 

1943, before Judge George c. Sweeney against New Cocoanut 

Grove, Inc., for the years 1936, 1937, 1939, 1940 and 1941; 
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also aeainst Barnett 'l'felanaky for evasion of income tax 

of the corporation for the samP years, and against Otto 

Spiller, C.P.A., an enrolled aeent, for evasion of income 

tax of the corporation for the year 1936. All indictments 

were returned under section 145(b) . 

97 

37. EI.EA;;O:t EL'\o-r:l.SOii PATEI;OTRE.. A jeopardy assessment 

in t' e sum of $2, 83.6, 961.43, conaiatinr of a deficiency 

of $1, 279,465.87, penalty and interest, was made a~ainat 

Eleanor Elverson Patenotre on March 1, 1943, for the calendar 

year 1930. On t he same date , t ne closing agreement previously 

entered into for the year 1930, was set aside by the 

Commissioner, ,·:ith the approval of t he Secretary, on the 

ground that it had been obtained by f raud on the part of 

the taxrayer. In short, the fraud consisted of the 

taxpayer and her son, a resident and citizen, representing 

to the Bureau that a certain block of stock had been given 

by the former to the latter prior to its sale and that the 

taxpayer had never, directly or indirectly, received any 

of the proceeds f rom such sale, whereas it was found that 

in truth and in fact the taxpayer retained substantially 

all of $5, 250, 000, or its equivalent, which was delivered 

• 
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to her in ~·ontreal , Canada . The stock in question 

represented the control of the Philadelphia Inquirer, now 

owned b1 the Annenbergs, one of the country's oldest and 

leadine newspapers . The taxpayer is an American born 

citizen, the dau:hter of James Elverson, the founder and 

pu,lisher of the newspaper for an;r years . She married a 

one-ti~e French Ambassador to this country, and her son, 

:ta~1n0nd, nho was one of tl c chief consrirators in the 

f raud in question, is a French citizen, reputedly close 

to the present Laval Government . Information obtained 

indicates that in June, 1941, the taxpayer bad on 

deposit , .at J. P. !~organ ' s bank in New York City, upwards 

of $3,000, 000 . Liens are in t he process of being filed 

on this account; and it is anticipated that the Govern-

~ ent' s interests will be fully protected. 

B. The following work was d.one under the supervision 

of tr . Feidler, Assistant to the General Counsel: 

38. (a) I!iSERTIOli OF RF.l:EGOTU TION PROVISIOI;s IN 

TREASURY WAR CONTRACTS . An opinion, addressed to l!r . l.!ack, 

which v:as prepared by :Mr . !!eyer, Mr . Gilmore and Ur . 

Feidler, on February 5, 1943, concluded that the 

.. 
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re~eeotiation provisions are probably not required to be 

inserted in contracts entered into by officers of the 

Trtaoury Department after April 28, 1942, and before 

Octo or 21, 1942, and that the renegotiation provisions 

are required to be inserted only in wa1• contracts made 

by officers of the Department . War contracts are defined 

to ... ean contracts relatinc to the ur effort. 

(b) Collection of Infor ation by Treasury Ar,encies 

Excepted From the Federal Reports Act of 1942. An opinion, 

addnssed to ::r. W. r . Thoillpson, r.as pre1-ared by 

!~ . Tobolov1sky and L:r . Feidlcr, on Februui·y 12, 1943, 

conoluning that there are no lecal obj ~ctions to the 

adojtlon of a policy of advlsin~ tho Treasury asencies 

excepted from the provisions o" t 10 Federal ;teports Act 

of 1S42 not to coz:.ply with tte ter ,s of Budget Circular 

!io . 36C r~lati110 to the eollection of inform'ltion. 

(c) Sale by Secretary of tM Treasury of Unfit Currency 

and Cancelied Bonds . An opinion, addressed to L:r. w. N. 

Thompson, which was rrepared by I:r . Ble.keman and 

l'r . Gilmore, on Febr\lary 25, 1943, concluded that (1 ) 

there is ,no statutory authority for the sale by the 
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Secretary of the Treasury of unfit currenc!' and cancelled 

bonds, (2) the Secretary of the Treasury has author ity 

to transfer possession of such currenoy and bonds to a 

pt•iveto com:\lany for the purpose of maceration and may 

sell to the company the pulp resul tlng frODI such macera­

tion provided the contract of sale is not for an un­

reesonable length of time, (3) the proceeds froa the 

sale ot tue pulp resulting from the ~ceration should be 

del'ositea in the Treasury as miscellaneous receipts, 

(4) before such proceeds are deposited in ' tJui Treasury 

they may be applied to the paY!llent of the administrative 

expenses involved, 

39 , C~1'ILATIOJJ OF FEDERAL STA'l'UTES AJ:D l:.'XECtTIVE 

ORDJ::itS RF.LATII,G TO GOVERHrKNT COJi'I'RACTS. The compila­

tion, prepared by Jliss O' Connor, Kr . Blakeu.n, and 

1~ . Tobolowsky, includes, ~ith certain •inor exceptions, 

all the Federal stat•ltes and Executive Orders relating to 

Government contracts . A comprehe .. aive index to the subject 

matter is also included. 

:1.00 
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40 . (e.) LEGISIA'i'IOI,; A memo r anci.wn prepared i n 

Lhe Chief Counsel ' s office of tne ~uree.u of Cus t oms 

rc ..;a t•di nL S. 214, e. bi ll "To consolidate the funct ioll of 

rnrn tshinr, le[;&l advice to Goverruttent agencies i n the 

::>~1HL -.nt of Justice," fur nished reuons why the pr oposed 

traufcr of ell attorneys to t :.e DeJ:art,,,ent of Justice is 

.,n .. esire.ble and is not reco.uended by t he zsureau of Custo'AS . 

(b) F.ours of 'i'iork. A letter waa !repared for t he 

ai~llt.•ure of , _,. , O' Connell , tnstr~ctin~ t~e solicitor to 

th colleclor oi custons at 1:ev1 Yorl t t.e,t t he personnel of 

'is ortioe shell work a 48-hollr week, includinE an 8-hour 

cay evert Saturday . Similar instructions were recently 

issuca to the assistant to t he Chief Counsel P.t ;.ev1 York. 

(c) Overtime conrensation . In t he rer~rt of the 

C icf Counsel ' s office of t .e _uree.u of Custo~s fo r Octoter 

31 , 1~1, 1 , referer.ce was caci.e to t'.c case of !:ov.e.r<i r. . !t ers 

v. l'tited States "' i c" , r:a:t ot .et• cases ir.volv: r._ tl.e sa_.e 

issue , 1·ras pend in& in the Court of Clai s . On Februar y l , 

1943, tht court r ender ed i ts decision azains t the Governruent , 

holdin:.. that , under the cus toms over time s t at utes, custons 
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officers or ernployees are entitled to overtin:.e cocpensa­

tion •nr all services perforNed between 5:00 p.m. and 

8 :00 a .w. or on Sundays or holidays even t hough such 

services are within s•1ch officers ' or eu1ployees • regular 

tours of duty . Upon request from the Assistant Attorney 

General's office for an expressxon ot the views and 

reco~endation of this Department , there was prepared 

tor t .e sirnat~e of the Assistant General Counsel a 

let t er recoamendine t hat an applicat ion be made to the 

Supreme Court for a v:rit ot certiorari. 

41. THE OPIUl" POPPY COf,TROL ACT OF 1942. An order 

was prepared, and promulgated by E.r . Gaston as Acting 

Secretary, dele~atin: the authori~y vested in the 

Secret~r~· b~ the Opium Poppy Control Act, to the Cor..mis­

sion~r of !larcotics . I!arcotic Re~lations lio . 7, pre­

!•red b;· the !;arcotic Section under authority of the 

Opi~ Poppy Control Act a~d of the delecation of authori ty 

by the Acting Secretarr , were epp1•oved by the Comntissioner 

and the Acting Secretary February 10, 1943, and bot h 

documents were published in the Federal Re~ister . 
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c. The followin~ work was done under the supervi sion 

of J~ . Tietjens , Assistant General Counsel : 

42 . COll.ECTIO!l 0:' TRAVEL AD VA! CES FROM J 'EJ.'BERS OF 

';'''EAR; ],.1) ?ORCES. Jlr , Reeves and Mr . Wald confer red with 

rr . Bar telt , Conunissioner of Accounts , and !'r . Allen, 

Chief Disbursin:; Officer, concerning the recovery of 

travel advances ! r om Government enployees who have ~one into ~·. 

~litary service . It was decided, as a Atter of administra-

tive policy, t hat no steps V10Uld be taken to secure 

recovery of such advences at this tin.e other than perhaps 

to OOJ•!l11Unioate v.ith the former Government employees and 

sugzest to them the desirability of maki ne repayment 

from the standpoint of thei r '"aintaining favorable 

personnel records . 

43. Allcr:iA. CE Or CF.EDIT I: ACCOUJ '!'S C.' 'F.LASr?J:R OF 

T:.B UUITED STATES :'IB CE:lTAIIi c:· Cl S PAID :> Y THE 

P!!ILIPPiliE T?.EAS:'RY. l:r . Reeves, alonr with r epresenta­

tives of the Treasurer ' s office and the General Accounting 

Office , attended a conference in l'r . Bar telt ' s office 

which was called to discuss the procedure to be followed 
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by the Treasurer of the United States in obtaining credit 

in his accounts for certain checlta which were paid by t he 

Treasury of the Philippine Islands on behalf of the 

Treasurer of the United States and which are unavailable 

104 

to support such credit since they r1ere destroyed as a result 

of militar. action. The Treaaury of t he Pliilippine Islands 

was reimbursed for the &u"10unts of these checks upon receipt 

of cabled advice of t~eir navment . Prior to the evacua-. . 
tion of ranila, most of these checks were sent to 

Corrrcidor wher e they ~ere inventoried and subse~uently 

des troyed by General Wainw1•ieht . The inventory which was 

made of the checks was broucht back from the Phili ppines 

by Rieh Commissioner Sayre . The General Account ing Office 

representatives agreed that credit v:ould be allovted in the 

accotmts ~r the Tr easurer of t~e United States for the 

c'ecks listed in the inventory. With resrect to other 

checks which either t ranscripts or cabled advices r eceived 

in the United States indicate r.ere paid by the Philippine 

Treasury but which were not included amone those sent to 

Corree;idor, it was agreed that it would ue necessal'y to 
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se· ure t he enactment of leeish.tion authorizinc the 

allowance of credit in the accounts of the Treasurer of 

the United States for the amounts thereof. 

44 . EA!UHt:GS OF COHSCIEl:TIOUS OBJECTORS U11DER 

SEU:CTIVh SERVICE ACT . llr . Reeves conferred 1':ith Ur . 

Bartelt, Commissioner of Account s , and l'r. Imery, of the 

Selective Service Syst~, concerning the har.dlinr of earn­

ines of conscientious objectors who are assiened to 

ar;ricultural work. The Cot:~ptroller Genera.l hes advised 

the Director of Selective Service thal these earnines 

mus t be covered into the Treasury ae miscellaneous 

receipts . This has created a problem slnce the 

conscientious objectors have staled lhat they v:ill .refuse 

to work unless they can be assured that their earnincs 

will not be used to further the war ~ ffort . It r1e.s 

succested to ~. Imery tha t ihe a, ounts of these earninzs 

~ieht be placed in a special de~osit account nith the 

Treasurer of the Uni ted States and held there until the 

conclusion of t he Ylar or until such time as the Congress 

provides for their use for some nonmilitary purpose . 

While as a practical matter these .funds vTould be available 

for any eovernmental expenditure whatsoever, 1~ . Imery 
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stated that in his opini on this method of handling t he 

funds would be a sat isfact ory solution of tho problem. 

Accordingly, Mr . Bar telt advised Mr . Imery that he would 

consult with the General Accountin~ Offlce to determine 

whtther it would be v:illing to a prove t he proposed 

! rocedure . 

45. CLAr FO?. _.ELRASE OF CEr\TAii GOLD llliLLIOII 

DEl'· Sl1hl: .iiT!i 1\•.;-ut ~!G!' ;o:: ISSIO!.TI\ SAYhh. ·J.:r , Reeves 

and "r . Tietjens conferred •nith rr . Eeffelfint;er and with 

members of 1:r . Luxford ' s office concerning a reques t 

made by r ar sman & Company, Inc . , !lanilt. , P. I. , for the 

release and purchase by the United States of certain gold 

bullion tllrned over to High Cornmissioller Sayre at the t ime 

of t he e~ereency in the Philippines and subsequently 

delivered to the UniteC. States \!here it is no11 held in 

custody in the United States !~nt at San Francisco subj ect 

to the direction of the Secretary of the Treasury. 

Documents which accompani ed the ;:old at the time it was 

depos1tec1 with the Hi gh Commissioner indicate that, 11hile 

it was produced by comi>anies managed by l'ar~man & Company, 
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Inc ., it had been pledged to secure advances from the Bank 

of the Philippines. Unfortunately, so far as the Depart­

ment has been able to ascertain, the Bank of the 

Philippines has no representative ln the United States . 

It aiPears that under authority contained in §S(b) of the 

Tradine with the Enemy Act, as ~.ended , the &old bullion 

Mi~bt be purchased and the proceecs thereof invested in 

Govern-,ent bonds which would be held in a special blocked 

account . However , it was determined that in vier. of all 

the circumstances involved no action would be taken alone 

these lines unless Under Seoretar,t Bell should determine 

that , as a matter of policy, such action is desirable . 

46 . SHIPJ :ENTS OF CURRENCY BY HOEE O"liNtltS ' LOAH 

CO!tPORATIOll. l!r . Reeves conferred r.ith Lr. YJLne of the 

Leeal Division of the Hooe Or.ners' Loan Corporation con­

cerning the shipment of currency by that corporation 

under the provisions of the Governr .cnt Losses in Shipoent 

Act, as ~ended . Regulations issued, pursuant to the 

Act, jointly by the Secretary of the Treasury and the 

Postmaster General , require ship•nents of this character 
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to be made by registered rrAil . The Eome Owners ' Loan Cor­

poration objects to paying the reeistry a~rcharge imposed 

b;r law upon all shipments exceeding $1 ,000 i n value si nce 

t:1e ~aximum indemnity covered by the registry fee is 

liuted io that amount , and desires to make shipments of 

currency by regular ..ail if shi pJ.enta so n:ade v:ould be 

entitled to the protection afforded by the Governoent 

Losses in Shipment Act , as ~ended. l~ . Reeves advised 

:·r . I'Ane that t:.is proposal woula require an Lendn.ent to 

thr rresent reznlations and suegested that the ll!2.tter be 

fo<·m~lly aubmi tted to the Treasury Department . I.:r . Reeves 

further advised him that it was questionable whether the 
... 

D~rattmcnt , as a matter of policy, V'r>t>ld detel"line that 

s. ip• .ents oade in this n.anner would be afforded sufficient 

protection to warrant replaceoent of losses from the fund 

for ?l.rment of Government losses in shipcient. 

47 . ;n:rurn 0? A. OUi'T T!U :Sr'ERREI) ~y CAi<U' TO 

! ECA TIJ..E .t.Al\1: OF IIIDIA, LTD . A communication· was 

prepared for llr , Bell's sienatut•e to the Chief of Finance, 

War Department, concerning an attempt to effect refund of 

$5, 000 pnid by the Federal Reserve Bank of Hew York to the 
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:lational City Bank of Uew York for transfer by cable to 

the l:eroantile Bank of India, Ltd: , Singapore , for payment 

to Lt . Col . Francis E. Brink, United States Army, Singapore . 

It appears that Col . Brink was not at Singapore when the 

transfer was made and never received t he anount transferred . 

In connection ni th a request for refund made to the j;ational 

City ile.nk of ilew York , the Federal Reserve Bank of !lew York 

was asked to furnish an agree~ent of indernity, and 

~tdvised the Department that it is not in a position to 

execute such an agreement on its own behalf but t hat it 

would execute such an agreement in its capacity as fiscal 

agent of the United States if it were so instructed by 

the Treasury Department . The letter to the Chief of Finance 

s.tated that the Secretary of the Treaaury has no leg~l 

authority to execute an agreement of inde!llllity in this case 

or to t~.uthorize the Federal Reserve Bank of r;ew York in its 

capacity as fiscal agent of the United States to execute such 

an agreement . The letter further advised the Chief of 

Finance that it would not be feuible to replace the amount 

for which refund is sought from the fund for payment of 

Government losses in shipment . 
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48 . FEI)E?.Al. !?ARM :·oRTGAGE CORPORA.TIO!I. The Federal 

Farm t'ortgage Corporation has a considerable e.mount of 

surplus .funds for which it is seekintt investment pending 

their use in paying off maturing obligations of the Corpora­

tion . The Corporation asked the Treasury for assistance in 

this respect and it was su~gested that ihe problec: could 

be met by a sale by the Treasury to the Corporation of !C'C 

notes owned by the Treasury bearing 1 percent interest . 

In order to make notes available for this rurpose, the 

RFC drafted a pr oposed r esolution authorizins the issuance 

of $500,000, 000 of notes of Ser ies X-A Which it proposes 

to exchenge fo r a like au10unt of ·Series X notes now hel d 

by the Treasury. The purpose of issuing a new series is 

to make certain changes in t he forM of the notes in order 

to adopt them to the proposed transaction. Mr. Tietjeus 

went over the proposed resolution at the request of 

~ . Heffelfinger, and approved it as satisfactory f rom 

the Treasury st andpoint . 

49. PUBLIC DEBT. (a) Credit against the Vict ory 

Tax for purchase of Savings Bonds . On two different 

occasions J.!r . Tietjens discussed with }!r. Heffelfinger and 
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~ . c. W. Davis, of Surrey ' s office, proposed regulations 

to be issued by the Bureau of Internal Revenue providing 

for the 1;iving of credit against the Viotory Tax fo r the 

purchase of United States Savines Bonds . The. pr incipal 

poi nt under discussion was the drafting of a regulation 

which would follow the statutory provision that credit be 

given for "one half of th~ amount of the obligations 

o~ed jointly by the taxpa~er with one other person, but 

shall not include such oblieatlona acquired by ·the tax-· · 

payer by gift , *"'*". It v;as concluded the.t in this respect 

the' Vic tory Tax regula tiona should follow as closely as 

possible the Bureau' s regulations with reference to Income 

and Estate Taxes on Savinzs Bonds . 

(b) Reorvanization cases . United States Savings 

Bonds are non- transferable . Problems arise when a corpora­

tion which owns Savings Bonds is dissolved or reorganized, 

since most of these cases involve a request for the re­

issuance of bonds originally held by the corporation 

either in the name or· the reoreanized entity or in the 

names of stockhol ders . Informal opinions were rendered 
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by the Chicaeo Office in eleven reor "anization ceses including 

labor unions , business corporations, cht..ritable societies, 

i llBlll'&llCB conlpanles, e.~d t he r ethodist Church. Progress is 

be in:; ~o.ue in the establishment of sr eciflc r(lquire:11ents for 

~ach t.'Ie of oreani ze.tion in each state a .d in laying doYm 

!;t ~ crsl rules with respect to resolutions, assieru..ents , 

official certificates , affidavits, and requests for reissue 

rr.f!uired. In the case of The :~antine 1:otor Car Comreny a 

request fo r reissue in t l}e na e of one stocl:holder of oonds 

suostantially in excess of his entire interest in the cor­

roration was turned dovm, it bei nc sho•m tha t he t e.id for 

the excess in cash , the result beine a deliberate transfer 

contrar to the regulations . 

50. PROPOSED LEI}!SJ.A:'IO: , (a) Pw•chase of obli<>a-

tiona of ?ederal ho~e lor~ bar~s by the Treasury. Er . ~teves, 

alonv \\i th :1cnry :·urphy, Assistant Dir~;ctor of r.esearch and 

Statistics, and :harles R. Schoene an, kssistant to the 

Secretary, conferred with n•, Parsons and r r . \'li llis of the 

~ureau of t he Budget concerning a provision contained in a draft 

of proposed lecislation subiuitted to the Burea•A of the Budeet 

by the llational Housing Agency, , ;il lch would authorize the 
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Secret~ry of t~e Treasury to purchase oblizations of the 

Feaeral home loan banks • . The representatives of the Bureau 

of thr ud:;et were advised that the Dep&l'trnent had opposed 

similar proposals in the past on the erounds that t he 

!rocec s of s\•ch purchases could be used by the home loan 

· anks only in order to pe~it their ~embers either {1) 

~o cxten<i ~ort7&Ee loans beyond the awount of funds 

~roviied by thei r shareholders, or {2) to permit the with­

clrar,al of share accounts when funds l'tOUld not otherwise 

be avaih.ble ; aHd thtlt neiihe 1• of these purposes is a 

suitable use for Treasury funds . The Treasury representa­

tives further stated tha t while il•ey co11ld not state the _ 

Der-ert •nt ' s present position ln tl.e "atter , the facts 

•1ich led to the adoption of the I rr ious position eppear 

to re• ain unchanEed. 

{b) Administrative nrocedure bills . Consideration 

was iven to the effect of various acimi"istrative procedure 

billa now pendine in Congress upon the ac t ivities of those 

div!.alons of the Treasury Department. , with the legal work, 

of which this office is concerned . 
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(c) Report on H. R. 227, a bill "For the relief of 

t J1e Tours l<Partment Hotel . " A report vras prepared to the 

Senate Co11U11i t tee on Claims on the above bill which is 

c'.esir•ned til reimburse Hrs . Ruth H8.1!lilton Stoner for a loss 

of interest sustained allegedly tbro~h the erroneous 

issuance of United States Savin~s Bonds reeistered in the 

ne c 01 the Tours Apart~ent Hotel. The Tours Apartment 

Jotel ~as not a business oreanization in t he na_e oi which 

Unite~ States Savings 3onds could rrop~rly be rezistered, 

but sLnply a trade na:r.e attached to real estate , t he life 

interest in which 'r>as vested in l'r s . Stoner with remainder 

in fee si ple to her son . In view o£ this fact , t he Depa,rt­

,cnt has taken the posl t io r> that t he rurohase of t he bonds in 

tbe na e of the Tours Apart .ent ;:otel resulted in excess 

hold· n s of l."nited States Savin<'S ..>On<is b1• l:rs . Stoner . 
~ ~ . 

Since it does not appear that !~a . Stoner's husband, 

Thomas I. Stoner, who acted for her in purcha.sin& be bon<is, 

was entirely f rank in dea.lin:;: wi.th the Post Office Depart "ent 

officials who ' issued them, and since the loss would have 

been oonsiderehly minimized by seasonable presentat ion of 

the question to the Treasur y, tile report reco r..nends against 

enaotr ent of H. R. 227. 
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(d) Reoort on S . 447, authorizinu iLe cr eation of a 

·~ar Dio tress Fine.nce Corpora tlon. There YI&S pr epared a 

report to the Senate Committee on llankill£. and Currency on 
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S. 447, a bill "Author izing and directing the Recons truction 

,•iliBnce Corporation to create a suusidiury corporation to 

b' i<uo1.n as the War Distress ?inance Corroration, to deal 

r:it,, cases of business uistress ana finar.cial hardship 

ettriouialole to the r.ar t.nd causes related thereto, and 

for other purposes . • The report stated that the Departoent 

uots n~t rossess sufficient infor .atlon to express an 

opinion as to the merits of lh~ proposed 1!-~islatlon, but 

suv. ested that , in view of the present uJ•den of financing 

t' e v;ar , careful consideration ~' ,,ivcn to the necessity 

~f its enact-cnt . 

51. RAIL10AD ?.EO::~A. :z:.Tio:s. (a) .>er. '>oax·< .<ir 

Lhe 1ailwt\y Co . (See .3"enuar: 1943 re .. ~rt , ite~ 37) . 

On ?curuu•) 13, lessrs . TietjeM, Proctor e.nd I:effelfin~;er 

attended a conference r;ith Col. Anderson, ReceJ.ver , and 

:·r . Gallaeher , At torney for tl,o l\eceivers , lo discuss the 

purchase from the Tr easur y of certain securities hel d by 

the Secretary of the Treasur y as collater~<l for section 

210 loans . The Tr easury SUE;c.Csted a l'rlce of $2, 200,000 
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and t1e Se~board representatives suegested a price of 

~l , vOO ,OOO . After such discussion, a pr·ice of $1,700,000 

wau s&id by the Seaboard representatives to be the best 

rr i co t'•e: could possibly justify to tl:e other creditors 

o: t~.e Seaboard and to t he T;nitcd States District Court . 

;;,e 'i'rea:;llr J rq;resentat:ves aereed to present this fi.;ure 

to ''nc..er Secretary ::iell. !.:r . : ell in .. ;.catod that he thought 

tb~ !'ice was low and a letter "as drafted addressed to 

! r . ?rE.rti. ·:irizht of the ~C asY;inr, Il ls .ftlrther advice in 

tht IV.ltet• . The letter staten the.t lir . Bell thoueht the 

rdct we.s lor· and rlill afford e. basls on 1.bich ::r. Wr ight 

can discuss the rr.atter Vlltb Col. Anderson and l::r . Gallagher . 

Jr . lrl._ht ltts rro:iJ.sed to let the Departwent knOI'o whether 

l1e can IJ.e any ~ro~ress in obhinln~; a o~tter offer fron• 

the Rectiv~rs . 
.. 

( b) Sn l;oaro Bay Line . Follor.in V.E Seaboard Air 

Lire ~ail way conference, Col. Anderson and Lr . Galla;;;her 

brou:;i1t up the matter of tue Receivers Certificates vic ich 

the •' reasury holds as secul'i ty for the Seaboard Bay Line 

loan . The Seaboar d r epr esentsilves advised that a ver y 

lar~e proportion of outstandin& certiflcates had heen sold 

et 79, 11 ,d that so101e tilue a&o the Treasur y had tu .. iered 
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its certificates at 90, an offer which the'Receivers bad 

r~jected . The Seaboard representatives said that tenders 

v•onld probably aBain be. asked for in the near futur e and 

su·•r este~ that H the Treasury would reconsider a.nd offer 
~ . 

tlae.i r certificates at a figure near ihe p1•ice at which 

t'Jr. ot',er 1 urcbases hf.d been made, i i vtoulC. be of ere at 

Lcr.efit to t.e receivership. The Derar~went indicated 

that r.e su::;c;estlon would be ke. t in 101ind but doubted 

thrt j,t could justify sellinz at sa1ch a low rrlce . 

(o) \iashin;;ton, Brand;mine & Point Lookout Rail­

road. This I'Oad owes the Treasury approximately $85,000, 

y50, il00 beine !lrincipal and $35,000 beinz accrued inte t•est 

on an old railroad loan . Last fall t his road was taken 

over by the liavy Department and nezoti~ tions have been 

under way for so .e tL e between the l\aV!f and t he railroad 

for t c purpose of arriving at a fair value of the road ' s 

, ropertiea . In connection with the~ net:;otiations, 

rerresentatives of the road have , at various times, 

approeched the Depar tment to see if some adjustment 

could not be made in the amount which t ho Tree.s11ry would 

• 

' 
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he will in£, to take in full settle ent of i ts claim. 

!'r . .,ell had previ ously indicated that. t.he Treasury 

wonl d not oppose le~:;islation permitting the accept ance 

of t.l e rrincipal amount of the debt in full settlement . 

lith i nterfst which t he road has previously pe.id on 

i~s o li~~tions , this would net the Treasury a 3 per 

cent return. This info~illation was given the road ' s 

representatives (!.!essrs . Chesley, Duke and Edlin) 

on February 10, 1943, by' r . Reffelfincer and 1:r . 

Tietj ens . They stated that ther would aJ!proach 

Senator Tydings to see if the~ coul d obtain his help 

in :ettin~ the necessary lecislat ion; the Depari~ent 

has not hear d further from t hem. 
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D. ?he follo~ing work w&a done under the supervision 

o! Assistant General Counsel O'Connell: 

52. NATI01~AL GALLERY OF ART (PERMANENT LOAN) (See 

January 1943 report, item 42) . On February 1, 1943, 

ur. Shea conferred with Senator Barkley in reg&rd to the 

National Gallery of Art bill. 

53. BUOOET HEARING. At Mr. O' Connell's request , 

Mr. Shea attended a budeet hearing on February 3 and pre­

sented reasons for not reducing personnel of the General 

Counsel's Office, despite overtime provided by the over­

time compensation l aw. 

54. COORDINA'l'ION COl'fFE,tEJlCE OF 'M>ASURY UlW ENF0i.CEJ1E.i'rf 

.A.1ztlCI;;s. Jir . Shea attended a me ,";;ing of tho enforce:nent 

agencies on February 4. 

55. UNITED STATES COJE.'lSSIOi:RhS BILL. Lrr . Shea 

attended a conference in ur . Iroy 's office on February 5, 

1943, in regard to H. R. 1191, providin& for the hearin~ 

of certain oriminal cases by United States cocmissioners, 

etc. 

56. TREASUJ{Y APPROPRIATION BILL. J.!r . Shea attended 

numerous conferences during the week with Assistant 
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Secretary Sullivan, l.Ir. Graves , Assistant to the Secretary, 

Under Secretary Bell, and Ur . Luxford, in re&ard to the 

Coller amendment to our 1944 appropriation bill. 
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Hr. Speck cooperated with MJ•, Brenner in the preparation 

of a memorandum addressed to the Secretary, which con-

cluded (1) that the amendnent ~ould not repeal the Silver 

Purchase Act, and therefore would not terminate the legis­

lati\'o authority to purchase silver; but (2) that or :.>re­

cludtn: the use of the Treasury appropriation "directly 

or indirectly" for the purpose , it rrould have the effect 

of preventine the purchase of silver under the existing 

p1•ooedure. It was further pointed out therein that certain 

problems in the administration of tho Sil ver Purchase 

Acts, other than the purchase of silver, l>ould be raised 

by the adoption of the Coller L•ena•ent. 

57. CO::SPI.iACY Bill.. On , ebruary 10, : :r. Shea 

discussed with J:r . !lcl:.ains , Secretary to Senator :iatch, 

our proposed bill designed to enablo the Government to use 

~oro eff ectivel y the charge of conspiracy in suppressinz 

countorfei tine and other offenses against ourJ•ency, coin­

at!e, etc. Senator Hat ch was chairllUUl of the subcommittee 

' 

l 
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de~i~nated to consider this bill in the l ast session of 

the Co~resa . Hr. Almond of the Buronu of the Bud~et had 
' su~eestod to L~ . S~ea t hat the proposed l egicl ntion need 

'not be formally submitted again to Congress and that i t 

could bo handled in t his manner. ).~ . !!cHains indicated 

that ther woul d be agreeabl e to introduce the bill upon 

Senator ::atch 1 s return. 

58. 1SDJ'J. ?Oii. ':':::.: P:U:SID:JiT. At the in!'oroal request 
• 

of Senator Barkley' s office, rr . ;~nta prepared a draft· 

of a concurrent resolution requestln~ the Secretary of the 

:reasury to strike a medal to be presented to the Presi dent 

for inspil'ing confidence in aviation by his flic;ht to 

llorth Africa. ~. Shea handed tho drart to 1i'r . Johnson 

of Senator Barkley' s office . 

59. S'l'ABILIZA£IO!; ~·mm :LID ~T-I:7li't' Or OOU..'I:. . At the 

request of ~. Bell, a draft of a bill to extend for an 

additional tno years the powers relatin~ to the stabiliza­

tion fund and the author ity to al ter the ~eiLht or the 

dollar was prepared by Mr . Ranta . Also , n draft of a 

memorandum f rom the Secretary t o the President and letters 

' 
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fol' the President ' s si&nature requestin;; Con.;ress· to extend 

such authority were prepared and were sent forVIard for 

inl.tialine. 

GO. RELiliF BI LL FO!, STA:lP SHO"'rA'lZS . :t:r . Casey attended 

a moetin:, on February 17, 1943, in the of£1.ce of the Second 

Assistant Post~ster General concerninu the adjust~ent by 

e relie' b:ll o!' a claiil by the Post O'fice Deparbent 

a~ainst tho Pureau of ~&ravint and PrintiOL for stanp 

shorta;;es . 

61. SE:iA'l'E COiilti::I\.?IOl: 0_ O• ,•IC!iiiS I li l·i..:. ::JCC'7l'IY3 

or<..\JICH 0~ 'l'Ht.~ GOV'dUil.:li;"r . A letter to the Bureau of the 

BucJ...et on s. 575, "To provide that officers in the Executive 

branch of the Goverrunent nho receive cou1pensation at e. 

rate in excess of ~4500 a year shall be ap?ointed by the 

President, with the advice and consent of ti1e Senate, in 

tho =er provided by the Con~titution" , was drafted by 

Lr. Spook. 

62. FO,..,IGN FUliOO PROPOSAL TO EJC~END 'i'L"E 1\ATIOi;AL 

SERVICE UFE IHSlTri.AHCE AC'i' TO COV!R CIVILIAil E!'PWrr.J:S Til 

WAR ZO)IJ;"'S . Mr . Speck conferred with Mr . Bailey of the 

Bureau of the Budget with regard to this matter , and as­

certained that si~lar proposals e~e heine considered by 
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the Bureau of the Bud~et , which expects to sub~t to the 

nr,encies concerned a suzgested r,eneral plan rtithin a week 

or ton dnys . In this connection, a memorandum of back­

~round material was prepared by Mr . Keith. 

63. JWI\LOUGH CERTIFICATES 1.'0it T'fl A.C'l.'D FORCES. 

~~ . PAnta prepared letters to the Chairman of the Senate 

Coo:ruttee on l:ilitary Affairs t iving the views of this 

Departcent.on S. 343 and S. 615, relating to issuance of 

furlou~h certificates to certain members of the arued for ces . 

64 . J.iUTILI\1'ION OF COlliS . In response to a request 

fron the Secret Servi ce Division, Mr . Ranta prepared a 

memorandum advising that apparently no criminal offense 

had been committed in a case where ton- cent coins were made 

into souvenirs . 

65. US.:i OF SAVII;GS BOiiDS AS COIJ.A'i'KuU.. At the request 

of the Secret Service Division, l!Jo • . tanta prepared an in­

fernal memorandum concluding that there \'as no violation 

of the Federal criminal statutes in a situation where a 

pawnbroker loaned money to negroes, the negroes certifying 

n bond for payment and endorsing the check to the pawnbroker 

when it was I'ecei ved. The memorandum pointed out , hoVIever, 

that the State usury statutes had probably been violated. 
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66. REPRODUCTIO:f OF REVEIW.ci STJ!!PS. A letter was 

prepared by Mr . itanta advising Dr. G. VI. Twomey, Veterans 

Administration, Minneapolis , Minnesota, that it was the 

policy of the Departm-ent not. to erant special authoriza­

tions to permit the reproduction of entire revenue stamps . 

67. ILLUSTilATIO:\S 0? llA.~ SA'/Il:Gs STA.'lPS. At the 

request of the Secret Service Division, Yr. Ranta reviewed 

an amendment prepared by the Bureau of Public Debt to the 

regulations relative to illustrations of We~ Savings Bonds 

which proposes to permit wi:hout restriction illustrations 

of War Savings Stamps . The regulations were revised to 

impose certain conditions as to the usa of illustrations 

of stamps with the view in mind of suppressing any possi­

bility of the counterfeiting of such stamps . 

68. DISliiSS.ll OF Th"DICTml'l'S. !Jr. Ranta prepared 

letters advising Assistant Attorney General Berge that 

this Department would interpose no objection to the dis­

missal of an indictment as to Fred Hines for the forgery 

of a Government check end as to Uaurioe Weinstein for 

counterfeiting Federal Reserve notes. 
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69. CO:l'RO:!ISZ OFFERS. The Acting Secretary of the 

Treasury duly accepted offers made by the !~ryland Casual ty 

Company to compromise for $16, 493.08 its liability under 

the claim of t he United States against the Jf.onarch Pennant 

Company fo~ $20, 727. 56; the off er made by Chester A. Oakes , 

•arent" for Clifford Oakes , payee on certain vouchers, in 

co~romise settle~ent of the claim of the United States 

a~ainst the stated payee; and the offer made by Joel R. Ross 

in aettla~ent of indebtedness arising f rom loans made to 

him in 1931 and 1933. Letters were prepared by lliss McDuff 

advising the Comptroller General ana tho Governor of the 
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Farm Credit Adminis tration of the acceptance of the r espect ive 

offers . 

Letters were prepared, addressed to the Secretary, 

recommending accept ance of (1) an offer made by the llew 

Amsterdam Casualty Company to compromise for $375 its liability 

to the United States-as surety on the bond of Charles K. 

Tucker; and (2) the offer of J. H. Wood to pay $125 in 

compromise settlement of any indebtedness to the Uni ted 

States arising from loans made to him in 1922 by the Secre­

tary of Ae;ri culture. These letters were prepared by Miss 

l.!cDuff. 
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70. COiliJRESSIOi!AL ACTIOii ON TREASURV-SPOHSOllED 

u;GISLA'riON. (a) National Gallery of Art. S. 31\i, authorizing 

the acceptance of a permanent loan to the United States 

by the Board of Trustees of the National Gallery of Art , 

and for other ~urposes , was passed.by the Senate on 

February 15, 1943, and referred to the House Committee on 

the Library on the foll owing day. H. R. 1801, the -House 

bill, had been introduced by Representative O'Toole on 

February 11, 1943, and referred to the Committee on the 

Library. 

(b) ::.edal for the President . On February 25, 1943, 

the Senate ae;reed t o s. Con. Res . 7, pl'oviding for the 

presentation of a medal to the President in recognit ion 

of his air trip to Casablanca, which had been submitted 

on February 11, 1943, by Senator Barkley. 

(c) Coinage Jfint. On February 25, 1943, Senator ·;an t:uys 

introduced s. 767, a bill to authorize the establishment 

of an additional coina~e mint of the United States, which 
a 

was referred to the Committee on Banking and Currency. 

(d) Public Debt Act of 1943. On February 25, 1943, 

the Committee on Ways and Means of the House submitted its 

• 

Regraded Unclassified



- 64 -

report (H. kept. iio . 181) on H. R. 1780, our bill to increase 

the debt limit of the Unit~d States . Aa reported the bill 

includes the Disney rider relating to sa~ary l imitations . 

This report was referred to the Committee of the Whole 

House on the state of the Union. 

E. The following nork was done under the supervision of 

Assistant General Counsel O' Connell and lo.r . Luxford, Chief 

Counsel of ~oreign Funds Control: 

71. lfOn'rH AFRICAN p,~OOR.AM (See January 1943 report, item 

58) . In the early part of February 1!es~r s . Murphy and Rains 

of the Legal Division left by surface convoy for llorth Africa. 

It is contemplated that J.lr , t!urphy will eventually be assigned 

to Dakar and Ur . Rains to Casablanca. 

The status of the accounts of the central banks in the 

North and West African areas was clarified this month. 

Uessrs . Pehle 's and ~fnite's offices participated in preparing 

a lengthy cable setting forth willingness to grant generally 

licensed status to such accounts on a prior notification 
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basis . Upon receiving a r eply of representatives in !forth 

Africa that this procedure was entirely satisfactory, appropri­

ate licenses v1ere issued to the Federal neserve Bank of llew 

York and French American Banking Corporation . 
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Several conferences were held with Lt . Colonel 

Bernstein and with representatives from all interested 

branohes of the Treasury and State Departments , covering a 

zrcat tnany of the problems which Lt . Colonel Bernst ein de­

sired to present before his return to North Afr ica. Among 

the ~robl~ canvassed at such conferences were the fol low-

inz: 

(1) The question of restriction& on yellow seal and 

non-yellow seal currency brought into the United States 

f rom uorth Africa by members of the armed forces; 

(2) 'rhe problem of food paoknees sent f rom North Africa 

to metropolitan France; 

(3) The t ransition from the 75 to the 50 f ranc rate 

of excha.nee; 

(4) The question of taxation of the al lied forc es by 

~rench African authorities; 

(5) The question of mop~ine up excess purchas~ power 

in Ilorth Africa; 

(6) The proposed ad hoc and sequestrat~on decree; 
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(7) The question of budgetary aid to North Africa; md 

(8) Tho question whether ilortb African exchan~;e controls 

should be imple::~ented . 
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Definite conclusions were reached on some of these 

problems o.nd others were l eft for further study. On the 

United States cur1•ency problem, after an exchange of cables , 

a procedure was put into effect whereby offic ers and men 

arrivin~ in the United States may bring in any amount of 

non-yellow seal currency if they present to tho collector 

of customs a certification shoninz that such currency was 

•iven to them by an Arqy finance officer in exchange for 

yellow seal or local currency. With respect to food packages 

a cable was transmitted expressing disagreement with any 

procedure which woul d have the effect of breaching the 

blockade. A cable was sent on the ad hoc and sequestration 

decree indicating full approval of the action of representa­

tives in North Africa in persuading the French authorities 

to go along with a decree which is comparable to the similar 

measures adopted in the United States. '•'he rrench authori­

ties in Algiers have not yet issued such decree but it is 

indicated that nhen it is issued it will be drafted along 

lines similar to those followed by this Department in its 

ad hoc blocking program. With respect to the taxation and 
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inflation problems the Treasury cooperated with Lend-Lease 

and other interested agencies in drafting cables calling for 

further studies on the other side. 

Conf erences were hel d with Mr. Claflin of the French 

American Banking Corporation, 1!r . K.n:oke of the Federal Re­

serve Bank of lien York, and Mr. Hall, Director of the Bureau 

of ~raving and Printing, on outstanding problems in con­

nection with the IllB.Ilufacture of banknotea in the United States 

fo1• the three African areas . As a result of these confe.rences 

n cable was drafted and sent to Algiers dealing with all out­

standing items in this connection. 

Considerable time was devoted this month to the .. .,. 
problems arising in connection with payment o! salaries to 

officers and cre1ts of French men-of-11ar in the United States. 

An original payment for this purpose had been advanced by 

General Bethouart's mission in the United States . It was 

thought that it would be necessary for subsequent payments 

to be made from former French Government funds in the United 

States through the means of the directive licensing pro­

cedure . However, such use of directive licensing was averted 
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as a result of the purchase by the s·ecretary of the Treasury 

f rom the Admiral of the French f l eet of a draft in the amount 

of 31, 250,000 francs dravm on the French Treasury in Africa. 

A cable was prepared and sent to the American Consulate in 

Al giers requesting l.!r. Murphy to work out more permanent 

arl'IIJIZ&;:tents with General Giraud so that future payments of 

this nature could be financed either by the purchase of such 

drafts or by the use of dollar funds in this country now 

available to llorth African authori ties . These matters were 

handled by Messrs . Aarons, Johnston, and J~nskoff . 

72. LI'l'IGATIO~ PrtOBLD.lS (See January 1943 report , 

item 60). (a) Swiss National Insurance Co. v. Alien 

Property Custodian. In this action the $\Yiss J{ational 

Insurance Co. contested the right of the Alien Property 

Custodian to retain, pursuant to the provisions of the 

Settlem.ent of War Clabls Act of 192u, profits earned by the 

Swiss llational Insurance Co. •rhile doi~ business under 

license of the Secretary of the Treaeury durin& 1917 and 

1918. Tho insurance company admitted that it rro.s an "enemy" 

vri thin the meaning of the Tradine; with the enemy Act of 

1917. However, it claimed t hat property of an enetJ¥ earned 
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r:hile it was licensed to do business is not thereafter 

subject to seizure as enemy property. At the request of 

the l)epartment of Justice a proposed preliminary statement 

was prepared by 1!essrs . Alk and Goldine for inclusion in the 

brief of the Alien Property Custodian which pointed out the 

i::l:>li cations of the position advanced by the Swiss liational 

In.urance Co~pany with respect to the vovernment's foreien 

property control program. 

(b) Draeger Shipping Co ., Inc . , et al. , v. Alien 

Property Custodian. On February 13, 1943, Judee Bondy, Dis­

ti•ict Judee of the Southe.rn District of Hey1 York, decided 

the case of Draeger Shipping Co . and Frederick Draecer v, 

Alien Property Custodian, holding that all the provisions 

of the Trading with the ene~ Act of 1917, as amended, should 

be held applicable to section S(b) of the Tradi~ with the 

en~uy Act, ·as amended by the First \/ar Po11ers Act, 1941, so 

far as this can ·be consistently done. He also held that 

where pt•operty is seized by the Alien Property Custodian, 

an American citizen i s entitled to proceed under section (9) 

of the Act to obtain a determination ·whether he is a national 
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of a foreign country, and that it was not necessary for 

such ~~erican citizen to exhaust his administrative remedies 

beforo having recourse to the judicial remedy afforded by 

section 9(a) . Judge Bondy's opinion is recarded as favorable 

to the extent that it appears to treat the present program 

nith respect to property of persons t'!ho are in fact foreign 

nationals as not wi thin the scope of judicial review under 

the provisions of the Trading with the en~ Act, as amended. 

The portions of his opinion which do not conform to the 

Government 's views appear to relate exclusively to the 

Government 's treatment of American citizens as nationals of 

foreign countries . These portions are not expected to be 

of serious concern to the Government's economic warfare 

program. 

The Government's position in briefine and arguing this 

case before the District Court was formulated with the con­

currence of the Office of the Alien Property Custodian, the 

Alien Property Unit of the Department of Justice and Foreign 

Funds Control of the Treasury. All agenoies concerned have 

concurred in the determination that an appeal should be taken 
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to the Circuit Court of Appeals for the Second Circuit 

primarily for the purpose of obtaining a decis ion with re­

spect to the question of exhaust ion of remedies . Messrs . 

Alk, Lessor, Golding, Scott and Smith, who handled the matt~r , 

are studyin& all aspects of the case lfhich may arise upon 

further judicial review, and canvassing procedures for effect­

in~ such review. 

(c) Schnyder v. Frederick Drae~er, et al. This is an 

action by the S1tiss owner of certain cattle hair and horse 

hair acainst the defendants for selling such merchandise at 

less than prevai ling market price. Plaintiff alleges that 

such sale was effected contrary to the provisions of the 

Treasury Department .directive license under 1~hich it was· 

effected, and that the plaintiffs were entitled to rescission 

of the t ransaction or, in the al ternative, to an accounting 

for the fair and reasonable value of the cattle hair and horse 

hair. The defendant 's motion to dismiss the complaint was 

denied, Judge Carew of the New York Supreme Court deciding 

that the complaint stated a good cau.se of action. An appeal 

f rom this decision has been taken to the Appellate Divi sion. 

After consideration of the issues on anpeal, Messrs . Lawler, 
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Lesser, /J.k and Golding determined that it probably r:ould 

not be desirable for the Government to intervene at the 

present s tn6e of thi"s litigation inasmuch as none of the 

parties qu.es tion the authority of the 'froasury Department 

to issue the directive li cense. 

(d) Von Cl emm v. United States . Fw•ther discussions 

were hel d with ~. Bruno Schachner, Aasistant United States 

District Attorney :or the Southern District of Kew York with 

reference to defense of section S(b) of the Trading ~th the 

ene~ Act, as ~nended, against the assertion that it repre­

sents an unconsti tutional del egation of leeisl o.tive powers . 

Particular stress v;as placed by J.~esors . Alk and Goldine upon 

the desi rability of presentint:; arguments addressed to the 

question that under conventione.! principles executive Order 

;:o. 8389, as amended and approved by Coneress, specifies 

adequate standards . In addition, it will be arzued that 

section S(b) , so far as relevant to freezi~ control, need 

not specify standards in order to be constitutionally valid. 

(o) Proposed Acti on of Marsman and Co. v. Secretary 

of the Treasury. Acting on behalf of l!araman and Co ·, agents 

for certain Philippine mining companies , tho firm of Cummins 
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and Stanley of \'lashlngton, D. C. , present ed a proposed 

co~plnint for a mandatory injunction to require the Secre­

tary of the T.reasury to sell certain eol d nov1 hel d in the 

San rancisco mint and t o invest the prooeeds for the bene­

f it of the t rue o1mers . The r;old was nlloecd to have been 

?led od to the Bank of the Philippines who delivered it to 

I;i;', ;o .• llicsioner Sa!'re for safekoor>i~ . 1 further question 

r.r.~ r11' so' \.het:ter the directi7e license ~echnique should 

"e ti lized in order to ~ke such ~o!d avai lable to the 

Govcr~~ent , and to invest the proceeds . A meoorandum of !aw 

11ith respect to this matter was nreparod and conferences 
• 

\'/oro hol d vti th members of other units of tho Treasury by 

ressrs . Alk, Scott , Gol din:; and !.iiso Hodel. It was decided 

that tho :reacury Department shoul d te.lte the position that 

. .ars.:lan and Co . T:RS m ';bout su~ficicnt author it] to ~intain 

suit and that no advanta::;e wo~ld be ~ainod or t' e ~overn­

~ent b7 acquirin~ the ~old at this time. 

73. PUBUC oocu:.::::·:s ISSUED. (a) IJeneral 1\uling l:o · 

15 - llexican Railroad Property. (See January 1943 report , 

item 57) . The ruling, immunizing J.{oxican railroad property 

f rom seizure in the United States , discussod 'at length in 
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tuo January report , 11as i ssued on February 19, 1943; 

·:essra . Aar~ms and !S.nskoff worked on this matter . 

(b) General Ruling No. 12A. Genernl Ruling No . 12A, 

!'rept<reu by llessrs . Aarons and Golding, VIas issued this 

~nth, providing t hat certain unlicensed transfers would 

'lOt l·e re. arded as void under General Rulin& I>o. 12 if cer­

tain strict conditions have been co~lied with. The bankine 

coctll'mit~· has ap!,)arentl·· l!-CCe?te the strict standard of 

car·r hT>osed b: the z eneral ruli.nr, without protest . 

{o) reneral License .• o. 32. General License ilo . 32 

\'It~ s.•1cndor1 this :nonth so as to inoreasc f ro n ~100 to ~500 

per· 10•1th the W'lount of per,nioo i l,l o t•e ni tto.nces that may 

bo u.i!e to :>et•sons in blo cked countries , sul· ject to the 

lir.Utation that if the !'a;•ee is .,,i thin Portu!_;al , S:?ain, 

:inland, Sl7eden, or S7ii t zerle.:,d and is a national of ~· 

othe1 blocked oountr•· the uount o• the re.li ttance is li::Uted 
• 

to 1l OO per month. The a.1ount will ease the acLinistrative 

b·1r den of handlin"" license a'!>nlications for such re::ti.ttances 
v •• 

on a sneoific basis . liessrs . Aarons and Dauo handled the 
• 

matter . 

• 
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(d) Public Interpretation !lo . 10. With cooperation 

of the an.unistrative staff, a draft was prepared by~. Alk 

and 11rs . ,(o:;an of Public Interpretation No . 10 which requires 

banking institutions in the United. States who receive checks 

from abroad to examine endorsements on such checks and to 

ascertain whether e:n.y of the .endorsers are Proclaimed List 

nationals . It also provides that checks or drafts bearing 

t~e endorse~ent of a Proclaimed List national may not be 

endorsed, presented, accepted, collected, etc. , except 

llltrsuant to a license expressly referrine to General Ruling 

iio . 11. 

74. 1111FO,WEl.lliNT AND I lr!ESTIGATIONS. (See January 

Ul43 report , item 59) . (a) Swiss ilanlcs . The chief lesso11 

l earned f rom the investieation of the Sl'liss banks , c,pnducted 

last a~er, nas that the ~or in which banks r ere per­

nitted to operate rubric and omnibus accounts afforded a 

oajor means of defeating freezing control. After a period 

of experi:nentation, Public Circular l•o . 21, af fecting the 

operation of rubric accounts , was pror.mlvahd in January. 

During February, methods 11ere adopted to control the opera­

tion of omnibus accounts held by tho New York azencies of 

' 
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Swiss banks . If such regulation proves successful, it will 

be extended generally. Messrs. Leeser and Ackermann col­

labora~ed in this work. 

It has been decided to consolidate the proposed hearings 

vii th respect t o t he New York Agency of Credit Suisse and 

the $1?ios llmerican Corooration. Swiss American Cor'Ooration . . 

is a wholly-owned subsidiary of Credit Suisse and it i s be­

lieved that the con~olidated hearing will present a oore 

rounded picture of the activities of Credit Suisse in this 

country than would two separate hearinea . 'fhe factual data 

is n~w beine prepared by 1\essrs . Lesser, Ackermann and Seay, 

and it is contemnlated that the notice of hearinc- will be - ~ 

issued within the next three weeks . 

(b) Criminal Cases . In response to requests f rom 

the Uni ted States Attorney for the Southern District of 

i:el'l York, cooperation is bein~ extended by :l.:essrs . Lesser 

·and Schwartz (1) in the preparation for presentation to the 

~rand Jury of a case involvinz the fi linc of a f~lse 7~BE-l 

affidavit , false TFR- 300 reports , and false applications 

fo r l icenses, which was referred to the Department of Justice 

by this Department; . (2) in the prepnration for presentation 
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to the Gr&lld Jury of a case involvine t110 smuggling of 

currency into this country by a blocked national and the 

unlicensed use thereof; and (3) in the investigation of a 

case which may invol ve fraudulent practices Wlder col or of 

the authori ty of a directive l icense . 

After consultation with Mr . Lesser by telephone and 

teletype, CustotlS agents at );ew Orleans arrested and re­

~oved from two outward-bound Chilean steam3hips four oerchant 

marine officers and charged theu uith violating General 

Ruline lio. 5 • . It was charged that they brought la.rt>;e sums • 

of United States currency into the country from South America 

which they failed to declare to Customs and to depo~it with 

a r ederal Reserve Bank. Upon arrest, they confessed to 

havin3 broU3ht in the currency and to havine used it to 

purchase cashier's checks on New Orleans banks and travelers 

checks . The cashier's checks were found on their persons 

an~ they claimed to have destroyed the travelers checks . 

All four· were arrai~ned before a United States Commissioner 
" 

and were held for the Grand Jury in $5,000 bail each. 

Three persons were ar rested in tho Panama Canal Zone 

charged with viol at ing General Ruling No . 5. ~Yo are · 

presently under indictment and one has pleaded guilty. 
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(c) Field Investigatioys . Field investigations have 

been completed in the cases of William J. Topken and 

Horst Albrecht Wegener and f inal reports are expected to 

be completed wi thin the next two weeks by Messrs . Lesser 

and Carolan and J.!iss Mayer . The Topken cas·e involves the 

onnership and the f iling of reports with respect to the 

ormerahip of Schilm:lel and Co . , Inc. , Amber },lines, Inc., 

Adolff Eobbin Co . , Inc., and Comet Tools, !nc. ~ne evidence 

indicat es t hat the stock of all four corporations is owned 

benef icial l y by German nationals resident in Germany. The 

Weeener caso involves the owne1•ship and the filing of repor ts 

with respect to the ovmership of American Giese Wire Cor­

poration and Steel VTire Corporation. 'rhe evidence i ndicates 

that the stock of both corporations is beneficially owned 

by nationals Qf Germany resident in Germany. 

A fiel d investigation of Julien Giguet, Inc. , a French 

national, was made and it appears that the subject has en­

gaged in unlicensed remittances to its French parent company. 

The investi&ation also disclosed that Bank of the llanhattan 

Co. an? William Iselin Co ., Inc. , apparently Jmowingly, per­

mitted Aueuste Viret, the American manager of Julien Giguet , 
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Inc., to operate, without license , accounts belongi ng to 

Julien Giguet , Inc ., in his own name. 

Ackermann handled· t his matter . 

Messrs . Lesser and 

Investigatlons and studies were made by Messrs. Lawler 

and Proct or of the Associated Minerals and Metals Co.; 

the Lanova Co.; the American Wire Co .; and two freight for­

mrdin.., companies, Phoenix Ship?i ne Co. and Goudran Shipping 

Corporation. I t is probable tha t vesting by the Alien 

Property Custodian will be r ecommended in these ceses . 

The investigation of Hoffman-1& Roche, Inc . , irew Jersey, 

and affiliate companies , includin~ t ho i nterrogation of the 

executives , has been completed and the case is being pre­

pared for possible criminal prosecuti on by Lfessrs . L&VIler 

and Parker. 

Work is continuing on the solution of the French Line 

problem and a letter to the Secretary of State is being 

prepared by Ur. Lawler for Assistant Secretary Gaston's 

signature, together 1Yitij a memorandum conoerning !:oran de 

Linclays, president of the f r ench Lines . 

Discussions have been had \'ti th counsel for Sofina, a 

large international utilities boldine company, in regard 
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to additional in'format ion needed for further action in 

this case. 1!essrs . Lawler and Warner are workine on this 

question. 

Stui:y was continued by Mr . Lawler of transshipments 

in connection with Ciba, Sandoz and Geiey, including the 

preparation of replies to the objections of the Sniss 

• ..inister . 

(d) Administrative Anforc~ent . Oral interrogations 

were conducted by Messrs . Lesser and Ackermann in the fol­

lovtinc cases : Herman Hollander, Inc . (unlicensed remittances 

to liwna.nia); Josef Havlik (unlicensed remittances to France); 

and Ludwig Wolfe (f alse representations in an applicat ion 

for a license) . 

The following apparentl y unlicensed transactions were 

uncovered and explanations in writine requested: by the 

Corn Exchange Bank Trust Co ., payments from an account in 

which a Japanese national had an interest; by Theodore 

Haviland II and Charles G. Loeb, the receipt of a remittance 

f rom France; by Mi tchell, Hut chins and Co., the operation 

of a securities account in which a blo'cked nati onal had an 

i nterest; by the Bank of the Manhattan Co . , the operation 
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of a cash account in IThich a blocked national had an interest; 

by '."lilliam Iselin Co ., Inc., the onero. tion of o. cash account 

in 11hi.ch a nat ional of a blocked country had an int erest; 

by wlviro. Garbiro.s , the l~portation of Uni ted States currency. 

: essrs . Les~el' and Acker .. lll.nn and lli os '!ayer collaborated in 

this Jattel' . 

Preli::U.nacy studies \;ere conducted by Lessrs . Lesser , 

r.ct:er;:ann o.nd Carolan in t~e i'ollowin:,. cases : hlix Isr ael 

(unlicensed remittances); Leacock and Co . (unl icensed re~t­

tances); Ossip Pernikoff (unlicensed re.ni t tances); Paul Nipkovt 

(unlicensed l' emitt ances ); Crol'm Will ame t te Paper Co. (trade 

and communication with a Proclaimed List national) ; Inter 

1 ... -:~erican ~.;orchandising Corlloration ( unli consed re:ni t ta.J'Ices); 

J . •dndorknccht (fal se Ti'R- 300 re,ort ); S.S. Dia.:lond ];ental 

7ool Cor~oration (~i~~~eed liquidation o! a blocked 

cor oration); Coty, Inc. , and affiliated co_.pani es (unlicensed 

~ranefer of securities and the !il.' nw of false reports). 

(e) Enforcement Co~ttee . The Com:nittee on 

InvestiE,o.tions and Enforcement and the Jld Joe Conl'llittee 

havo boen merged into the inforccrnent CoiiLnittee . 'l'his 

Committee will deal with all matters of investication and 
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enforco•uent, blocking and unblockinz , and the licensing of 

ad hoc blocked nationals.. The Legal Division ' s representa­

tives on the Committee are Hessl'S . Lawler and Lesser . 

75. :IIMAII . (See January 1\143 report , item 66(a}) . 

(a) C!ltul;,e in Licensing Procedure . A meetine was hel d 

ehrl y in the lont h at which the e. l visabili ty of changing 

tho licensing procedure in hawaii nas discussed. It was 

su~uested that so~e treet~ent equivalent to that of General 

Liconse.uo . 68A be used in fla•1aii in order to reduce the 

nllT.lbor ot' special applications involvinz inconsequential 

t ransactions and in order to f ree repL•esente.tives of the 

Depe.rt.nent in Hawaii for more intensive work on problems 

of particular il:lportance . Letters were prepared by 

•:r . Johnston to the Secretary of ilar settin~ forth this 

suceestion and requesting en expression of his views ther e­

on, and to llr. Tree requesting that he discuss t he question 

ni th Governor Stainback and fornard to the Departnent a 

cotJplate statement of the Govet•nor's views and of his ovm 

t•eaction to the proposal. 

(b) Restoration of Power to Civil Governor. The 

proclamations issued concurrently by the civil and mil itary 
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Governors 11ere s tudied by 1:r. Johnston vti th a. viev1 to 

determinine their effect on the proposed chanee in: our 

lioensine pr.ocedure in Hawaii , and also , whether any act i on 

is needed with respect to outstandine raeulations on currency, 

securities, etc. It was concluded that it would still be 

advis~ble to ascertain the views of the military Governor 

bef ore makino any cajor chanGe in licensi~ procedure. It 

r:as nbo concluded that the Proclamations do not necessitate 

any ohe.n:_e with re::;ard to ree;ul e.tions on currency, securi ties , 

etc . 

(c ) A'Pplice.tion of Scorched Bart h Program to Coins. 

A memorandum was received f rom Ld> . Bell by J.:r . Pehle stating 

that i t would be inpracticablo to el ve the Treasury Custody 

Co.xnitteo in Hawaii the responsibilit;y- of receiving e.nd 

disposine of coin held by fin~cial institutions in the 

event of an ene~ invasion. A letter prepared by Ur. Johnston 

was sent to Mr. 'free transmi ttin.,. the substance of !.:Z. . Bell's 
~ 

views e.nd the sue;gestion was made that Tree consider the 

problem f urther if he considered it of sufficient i~portence 

after discussing it with the mil itary authorities . 
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(d) Consolidation of General Licenses r;os . !!-2 and 

2:1!· \'ford vras received f rom r r . Tree Lhat it is proposed 

to consoll da te General Licenses Nos . H- 2 and H- 3 with the 

resnlt tha t in t he futurE all war bonds purchased by or 

•or blocked nationals whether by cash or by check would 

ot r equired to bear the words "sub ject to Executive Order 

"o. 838S, as a=.ended". A cable t o Tree was prepared by 

J r . Jo~nston r-ointip: out that the !reas~y policy is 

libercl reeardinc purchase of war bonds by blocked nationals 

&M rPquPs tin .. t hat t he prorosed action be delayed and a 

cle t a iled statenent of r easons be sent t o t he Department. 

76. LATIN A; 'K.ICA FitOBbJo:t:S . (See January 1943 report , 

item 72) , (a) General , Durln . the past month a s tudy 

was &de of the fUnc tions anu act i vities of the different 

di vi s i ons i n the '!'reasury Derart •. ent i n t!le Latin amer i can 

field and a memor&ndUI:l ne.s pre r ared by l'r . }'oskovitz out­

linin such activities e.nd •unctions, proposi nr- various 

r roj ects which might be undertaken by the Treasury ( For~ien 

Fun;la Control , }'onet ary Research and the General Counsel ' s 

Office ) and also suggestine certain procedures for the 
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r.oordi nat ion of administration in thls field . A number 

of problems involvine Latin American republics were handled, 

inclualn, examination of a number of prorosed decrees 

lfhioh sr: veral Lat in Allleriqan republica have enacted. or 

vcre llr eT,ared to enact within the near 1'ut•1re . . . 
A su~_ested rolicy for handline Ger an-owned trade~~r~s 

i n La tin Am,er ice was worked out by l r . Lader. 

(b) Ar~entin~. Durin~ the month of ?ebruary study 

of the t roble,ns involved continued in conjunction with 

the ,eneral Lat in American study. Six additional names 

were dosi..mat ed as special blocked na t lonnls . Under the 

I olicy of licensin~, substantially no ovordra.f'ts and nev; 

cr~~iis to the Banco de la Provincia •no 3anco de la 

:.acion have >een ext ended. 'fht e.ction has not caused any 

substantial i~provement in the anoinistralion of ir: ent ine 

controls in fulfill~ent of their obli ations undertaken 

at the Rio and Washin: ton Conferences . The negotiations 

carried on by the Embassy with the ~anoo Central have no t 

resulted in any new devel opments . 

li.t s conference with membtrs of t.he administrative 

cla'f and the General Couns&l ' s Off ior , ~~ . ~ohen; 
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co,·crc ial Counsell or of Embassy in Ar entina, outlined 

11 rlan of "persuasion" employine export controls over com­

,odlties cl'itical t o Ar.;entlne ,indnstry, which the Embassy 

.t·o1 osed to un<lerte.ke durin:; the next three months atid 

·hich t' cy hope will result in uo re effecti vc cooperation, 

s tort o~ 1 rea;.~n:; off ui plo. a tic relro.t:ons t itll t he Axis . 

At tt< e~nference ;r . Bohan in~icated that i f this plan 

r::.aed, irUlt r !48&sures , incbJ~in<' all\ny which Treasury 

l.•s lo~ f rO,OSed, n:ay be taken \"lit~ I'C :JJ;eC t to this 

countr7. 

Studies •::~re contirJUe:l by Mr . Lawler with r•espoct to 

t he Arccntine Dember~ case, preparatory to an interroga­

tion of J emberz, anu witn resp<ct to the SuO:an case, in­

volvln~ t;Je s&le of tnr ee chains or utili i£s in A.r:;entina 

an~ Chile. 

A check was ~d~ bv ~. !oskovitz f or all TF1- 300 • 

rP. orta 11hich may be filed in thP n•m~ of persons recolll­

ncndod lo r• Proclaimed Listing, to detrr lte whether such 

pei•sons shoul d be specially blocked until such time as 

their names actually appear on the Proclaimed List . 
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(c) Licensing Problems . Study of the problens in 

connection with the promuleation of a standard o£ conduct 

for United States concerns within Latln A1nerica who may 

en~aLe in transactions involvin3 blocked nationals has 

been coropletcd. Public Circular ;lo . lBA, set tine _forth 

this standard of conduct, has teen pre:!oared by i'essrs . 

Aarons and l'oskovitz and has been submitted for the con­

sideration or the State De~art~ent , tocether with the 

rroposed circular instructions to the nssions dealing 

with this circular and relat ed problems . 

(d) Special Blocked Nationals . Durin:; the past 

non th eleven persons, six in Ar,:;entina and U ve in Brazil , 

were dcaienated as sr~cial blocked nationals . In conjunc­

tion with oembers of tte adoln:strative staff, the con-

!'idential circnlar dealin._ "ith rrocedurc for desifnating 

and licensin"' transactions involvln,. SiPr\Rl blocken 
0 ~ 

nat\onals, is being revised. It ia 1lanned to exclude 

special blocked nationals f r om t he benefit of a number of 

coneral l icenses . 

A confidential ci rcular is bein;, drafted by l'essrs . 

Lawler, J'oskovi t z and ~J. ss Klein in conjunction with t~e 
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a:11in ' slratlve staff which sets ur a procedure and standard 

of· conduct with respect to checks and drafts on \Yhich names 

of sr,ecial blocked nationals appear , similar to that in­

volving Proclaimed List nationals . 

(e) Proclaimed List . The Slate De~art, ent submitted 

a ~raft of an undertakine and escrow a ree~ent prepared 

by ~enbers of its le~al staff which are to be si~ned by 

cerhln of the South .Aln£rican ah co> _<niea in connection 

~ ith t'1eir deletion from the Proc.laio ed List . ':'he draft& 

of the •m<lortakin~ and the 6SCI'O\\ a..,r~C111enl v1~ re considered 

Rn<l redrafted and cer tain objcctione:bl.& clauses which tended 

lo involve the United States Gover nment in the operation 

of these 3ata co111panies were reJ'ovcd. The draft, prerar.ed 

by i'essrs . Lawler , :'oskovitz and Looker , r1as sent to the 

State Department and aft6r sol"e discussion was anroved 

and dispatched. 

llo derosit was required under the terms of the 

. undertaking but certain standards of conduct were estab­

lished. The sanction f or t he undertnkinc is that the 

companies may be .listed again on the Proclaimed Li st, 
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allhough this is not specifically set out . The escrow 

n::rcm~ont , which has the samo sanction, requires that the 

sh~rcs of stock i n these South American &ata companies 

shall be tlaced in a bank and P.ll rroceeds r eceived on 

these shares shall be pl aced in the .bank in the name of 

the vo.nazer of the particular &ata company. Through t his 

escrow a~ree~ent , the United States Gover nment ~id not 

determine who·would be entitled to the shares or the pro­

coeds thereof , but that tnAtte r Vl\8 left O!'en to be deter­

mined t1£ter the wtlr . 

(f) Trade Problems . A memorandum was pr epared 

settine fo rth a t ent ative plan for rossible 'action by 

the r.ove rrunent to have the United Statrs dru~ inilus try r c­

~lece the l!er·~n drug industr~ in Bolivia with a view toward 

scc•1rin" ~tore comnlete coo-:;eration of the :olivie.n r.overn-u • • 

ment with the Uni t ed Stat es r.overru 1ent in carryinz out the 

Proclaimed Lis t program. 

A cable was drafted by 1'ossra . L&.Tiler , Warner and 

l'iss Kle in to be sent to Ambassador Winant b;r the State 

152 

Regraded Unclassified



- 90 -

Derar tmer t ureinz that act ion be laken to stop the export 

of dyes tuffs f rom Switzerland t o South Amer ica . These 

dycstuff.s are believed to be co1nposod pri mar ily of German 

· · raw rr.atcrials . 

(z) Insurance Problems . A prozram prepared by the 

State Depar tment to prevent South ALtrican insurance in­

ro~ation vital to the war ef f ort from being transmitted 

abroad was consider ed by :essrs . Aarons and Kehl and sug­

eestions with respect thereto wer~ submitted to the State 

Derartment . 

Requests to invest i~ate Compenie Hispanie Ameri cana, 

a Spo.nish i nsurance company wbich M&y be orerat i nz as an 

Axis f ront in Latin A!ner ica, Y: ere rrerarec:t by J:r . ;:ehl for 

trans~ssion by the Stat e Depart POt to lhe rnited Stat es 

embassies in Spain and Chile . 

77. LICEl\SE FROBLK':S . (a) Retroactive Licenses , 

(See January 1943 report, ilem 76). Conferences were held 

relat ive to the formula to be employed in handling applica­

tion3 for J•etroacti ve licenses 1•1Jere the facts are such 

that approval would have been Ylithheld i f applications 
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;.nd t~en made bef'ore the transac tions ~ere effected. It 

r:es a, reed that such applications , es e. eeneral rule , would 

be denied, it beinr: unders tood that the eff ect of such 

denial is with011t prejudice . A caveat will be included 

in action 1·ires in such cases ~noice.tin that a new atldica-
~ .. 

lion will be considered in any case where it is shol'i11 that 

sucstant~al property ri~hts are beinr affected. ,. _essrs . 

Les~er , Alk, r.~ldinz and members of the administrative 

staff handled the matter . 

(b) General License Re Insurance , A draft of a 

c;eneral license for t ransactions with r esr,ect. to 1 ife i n­

surance rolicies in which there is a ''1 ocked interest bas 

been r~erared by :.:essrs . ~.£eves , AU I ~nd ;,e'll and circu­

l•ted for r.onsidere.tion . 

(c) Conference Work. :essrs . AU ann J:e"l and 

"'is~ ::odel cooperated -d th the ~.dninistre.t i ve staff in the 

reorcanization of the Forei~n Funds Control Conference 

S~ction . As a r esult of the reoJ•e;anize.tion, e. memiJe r of 

the Lee;al Staff will be avallable fo r conferences requested 
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by er:lirants or their attorneys concer nin:; aprl ications 

wltloh 11re pendins or which have heen acted upon. 

(d ) Exrlanation of Denial of Li cens rs to Sati sfy 

Jud~r.ents . Her etofo r e wher e in~uiry has been made by 

letter r.ith r•esrcct to the Dei:artr ent ' s reasons for den;r­

ir" a •• lications to satisf;• jud:; .enta obtained in attach­

-Ant roccedin<>s and sidlar cases it has been the practice 

of the Dc1art .ent to answtr such letters vtithout mention­

inw lis !Ollcics such as that aeainst pei'!I'J.ttine one 

creuitor of' a blocked debtor to bC' preferred over another. 

'rbe Department is now pr epai•in:; rerlies to letters of this 

tne which will ulsclose , so .far as way be errroprie.te, 

the motivetin~ r easons whi ch impelled the Derar tnent i n 

denyinr- a par ticular ap!'lication. 4his 1\ction, !'art of 

the rro ram to acquaint the rttolic ore ,ully '1\ith the 

rro::ram oi' :'orei::n Funds Control, is bein~ handled. by 

J:es.rs . Reeves, Al k and Kehl. 

(e ) Consumer Enter prises in War ttel ocation Center s . 

The War Rel ocation Aut hority is i n the process of or gani z­

inc cooperat i ve consw.ters enter r·ri'ses in the various 
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rclocAilon centers . Since it is ~osslble that these 

oonsuJI\f r cnierrrises would be blocked becaus& of the inter­

Pat or SO!'IC blocked national s , tfte War Relocation Authority 

roqueeto-. that a stcecial license be issued in orde r to 

avo: t • .li 'ric\llties of olockin> Pllrs>Jant to this re-

'l" st, a oroaa special license was drafted b!' t:r . Locker 

&!Ia sent to the War .<.elocation Authori ti• authorizillf. the 

cons11 ''r en,er'-•r ises locat ed in t'llese relocation centers 

to ~n~&F"e in any domestic transactions v.~1 ich coul d be en­

.,..e.!:ed in by a ~encrally licenRed ns;.tional . OtJ,er restrictions 

were rut ln the license in ordrr to uive r'o1•c i t;n Funds 

Control the necesss r;- cont rol over Lhesc entcr,rises . 

{f) Licenses Involvinu Ad I.oc lochd rat ionals . 

"ernor~ndf "'""e pre!'ared b!' ~:r . La?·ler a d :·· 8S iJ.e in on 

the aovisability of •mblockin .~.e acco'-'n' 8 of Ernes t L 

Halbach and Wilhelm von Ke i ster, "ormerly associated Titb 

General Aniline and Film Corporat ion. 

A fo rmal hearinz was held in San f rancisco on the 

ar1•lication of Ger hard and Hooper for unblockine . Denial 
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of tilt a :?lication• was r eoo=ended by !:r. Linville and 

t .r c~se is no11 i n the hands of Justice Detartment for 

,ostiihh criminal prosecutioh . 

A \emoranr:u:n Pas !·I'e. a red U!' }'r . \'iar ner on prouosed 

· •n~Es in licEnsin:; of ad \1oc blo -~~d nal<onals , V?i th 

_,. •• t · " lr•· t•ei'•rence to liv:r ~ ex. enscs e'lloTances . 

(:;) : iscellaneO'IS . A study is . eln:.. conducted oy 

• lGsrs . Ll\r:ler and Proctor .on the advisabil it!· of revokinz 

a licrnst r:hich authorized 1urci ase of certain shares of 

Ore tut< l1e ical Comr any. 

A lioensC; \'las issued authot• j z.in[, thf tt-ensfer of 450 
. 

sLe.rcs of Asl nnia .ee;ulator Com4any stor.k !'r om the name 

of Asl~tnic-~ierke A.G. to 3 . A. rassert and the ::-esultant 

Wlblockin:,. of J<skania ·.£_ult.t"'r :o .c.·•Y· · -· · Lavler and 

: iu !lein ,anC.leC. the ·rr.atler. 

(h) 5taou Procedure . (See January 1943 re~ort, 

i tern uo(l>)) . The circular lc tter lo eoll• c .ora of customs 

r• vol:ln_ 1•revious i nstruct ions concct•nlnu ihc treatwent 

of postn .. o stamps i"lllported i nto the United Stat6s v,as 

lssutd on February 19, 1943. Under tho new rrocedure , all 
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sl~t l•& ent erlnt t he United States v.ill ue t'o rnaroded to 

tl•c collec tor at liew York, who v:ill submit t hem to t he 

• 'lla •tlic Cont r ol Unit of the Of flee of Censo1' ship for 

t1. t•t exa ina t i on ani!. ior its recommendation as to deten­

t~on or re l ease . Ii' the H.ilatcllc Cont.rol uni t recom-

en.:s I'( lease, .he collector ~s a.uthorhci! to 1·~leesc the 

sta.: • 3 r ithout t.:.e 're~·Jire cnt of a. '!'reasur7 De1 &rtuent 

license . '.1'hc FltilaLelic Control Unit t ill also exe.cine 

t .. c sta s 1 hich have been hel il i n customs ··usto<iy unde r 

_l'evio 10 inr.tl'Ucti ons , pcn.i.in," p'eccr.latlon ol: a llcense , 

and, ll' release is r cco=ende , lllf collector at i;w Yorl. 

r.;.n 01'\',tli'C. the rt.com: .. fndation n" \.hr J1,~ 1' .elic Jontrol 

n · t to OJ'' i""n ?lmds ';ontro) 1 so ~at th ctue ...:.ay be re-

cJr.sioet·6d in ~.:.e u_:.t. of s;ci r• co.:1.:.enuation. 

:Lo :-rocc2.ure t·e!'errec! to l s .. eocr.i: el i.n_ ::oc.~lde!lt.:. •l 

tratlvc sLaff hanC.led the problem. 

78 . St.Clh.I::'I ES . (See Januar·y 1943 re.or t , i t em 71 ) . 

A draf t of Confi dential Circuh r 110 . llA has been prerarea 

158 

• 

Regraded Unclassified



- 96 -

b~· : .ess1•s . Alk and Scott r:bich \'till make lt possibl e fo r 

clo.nos.tic banks to obtain the attachment of Form TFEL-2 

to securities r.hich have been held by such banks continu­

ously sillcc April 8 , l\J40 . The circular requires the coru­

. l(ot · on of ite~s (a) and (b) orl. of !"orm ?iEL- 2 and tl:e 

;"s'l·tion of a s tatcent as ite..1 (c) io the effect that 

lhe s~cm·iti€s !lave been ncld since A!ril 8 , lS.t:O and that 

nr> olocl e<.o country or national tl-er·eot has had an:• i nter -

est in the secn.Pi.ties since the effectivf oate of t he 

7v . Tdillt. Ai,l) co::n.,rvA1'IOl• \t11ll Eh!CY HiSIOiii.IS . 

(See January 1943 repor t , item 62 ) . Work in CO!).nect ion 

with redraft i nc General r.ulln_ . o . 11 is continu.i1•e by 

•• ·' 11. ..... • , . I!S8rs . A UI. , ""'um ano. :..rs • •. o_an. ~;he r,ecessity .. :or re-

v.iaion has oe~n i ndi cated by a froscc 1.~on un~er s~ction 

(3)(a ) no1·: pencii ~~t. in :;er. York . Claim is oeinu .:ade that 

inast..uch as . the acts in question were not rrohi bitea by 

sectlon 5(b ) of the Tradin:; wHh ihe ~newy Act , such acts 

I'ICI'e licensed by reason of the provlslona of pare.craph 

(4) or r.eneral Ruling 1\o , 11 . 
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jjiDcussions were had with the Slate Department by 

· c"r·•·s . Lar•ler and ;·oskovitz reletive to inconine coi!Ununi­

cations rron E.ner.ty territor·y . 

1 ;,~ qu"ation v:as raised by Awcl'ican PXI ot•ters to the 

:·r~nci. ';<•st !n<UPs .,hether such cxrorLs 1.er·e rrohibited 
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nc.ct• tr.eral .tulir" ; ·o . 11 anu l-ubllc Interrretation :;o. '-" 

5 l.•caust insurancE; .nereon r.as ef!'ecteu b. eneuy nationals . 

Hl.tr inveslivation it v;as found by rr . Kehl that such ex­

l 01·ts I'·Cl'P ir.sured by the local .i'rench Goverlll:l~ni in the 

.rtst Indios r;ithout communication l'oitn conti r.ental ? r anee, 

nnu Liav ex1or iers were, accordlnvly, advl.sed that no lic­

~r.st. una1er e .~>ral il.ulinL 1io . 11 v.~ts requlrsd . 

A ciJ•cular ir.stt•uction to the llssions iihlcll der.ls 

r.i t:, ~ne .o.n\..lln~ an:l J:1rocessin~ of 8! • lications invol vint; 

enc~r natlonllls l"ho are no. t.lso I rocle.i cd L:st nationals 

&5 'ctn rro. osPd an: subotittec ~o .ht .:i'.ete ;..~e~ort nt 

for its consideration . 7hls rrorosc<! oircnlsr instructi on 

~<lso outlines the .t~es of cases i~ r;hioh the nssions 

ar~ euthol'ized t o act and those in which 11.ction may be 

taken only by the. State Derart ... ent . 
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Study of speci f ic problems ~th ich have arisen in 

connection t·:ith t ransactions by Ataor i can subsidi ari es lo­

cated ir1 the European and neutral countries with enemy 

nollonels has continued. U~on receipt of information from 

t c State l)c!'ert .ent or tht licf'nsinv iJi vision, s~>veral 

l•l~t.·~ l't •· rlttPu to ~ tric~n conc1 rns a vi sin., Li:em 

. RI. t' •e .Je. ert .• ent has in"or .ation thnt tc.f:r s•..;.bsiciiar~ 

'•as en...azed in certain transPctions in violation of _.eneral 

·.ulln~ 1.0 . 11 . I n one i nstance a rerly 1~as rece i ved i ndi­

oatinL that the Uni t ed St at es concern may not be able t o 

oonlt•ol its representative in Sv.i tzorlnnil and an appropri ­

ate r•e!lY is bein!: drafted . In another ins tance, a con­

fps•cnco v:as had r:i th -counsel of tho /ullerican coupany and 

'ull coorer ation of the United States concern TIP.s obtained 

to the end tha t it " oulci. do ever;•lhinr; in its ror.er t o con­

trol the subsidiary and prevent tradi~ with thE enecy. 

The nathr was handled by llessrs . Lessor and l'oskovitz . 

There is under consi deration by Ucssrs . Lawler and 

!'oskoviiz a c i r cul a r i ns t ruction to the J'lssions i n the 

European neut r al count r i es to the eff ect that all concer ns 
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sl•bjeot to the jurisdiction of the United States be 

noLified that they may not pay or authorize or declare 

~he rayment of any divi dends or interest on any of t heir 

outstanni~ stocks or bonds if they have reason to believe 

.'·at Rny rart of such dividends or interRst r.ould be 

:·~ lP directly or indirectly to an rne~ national , excert 

! urs t]lt to a l;.cense under ';enerel .,ulin::; i.o . 11 . A 

t.rrica l case i n t:hich such notification rrould have been 

er"lcecious is that of the Ford rotors Aktb . of Stockholm, 

Oo;; of the stock of which ls o\·rned by the Danish subsidiary. 

1'he .,oat•d of DirectoPs of the cmB:1Rny recommended fll·l·'lllent 

01' 11 dividend which would prohabl y rcsuH in makin:_ avail­

able to the Axis about 12v, OOO Sweuish kroner if t !le 

dividend is actually declared. In conjunction r.itr. the 

aw•inistrative staff of ~oreizn ~unds Control to::;ether with 

the State Departoent this froblem is reccivin~ clos~ atten­

tion, to the end that no dividends be declaJ•ed or paid in 

free exchange . 

A study was made, in conjunctlon rdth the r.cl.J.U.nistr ati ve 

staff, of the past and present llconsinL practice of the 
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Treasury Department in cases involving transactions 

betwPen American f irms in neutral European countries and 

firms in enemy territory, and also of t he extent to r.-hich 

rasl transactions have been licensed in accordance with 

the recomenc!ations of the London lllsaion and the State 

Dc1ar t .ent and of the extent to which the views of the 

.reasury have differed with either the Londo~ nssion or 

wj th Stat e Dej:artment, or both . ; .emoranda were :trerar>ed 

by the administ rative staff and 1'one t ary ttesearch concern­

ine certain pendin~ cases and t he nisposition of past cases , 

r':emoranda were prepared outlining past statements of policy 

by the Br itish ann particularly by this Governntent in this 

field and analyzing deviations f rom this r•olicy since' its 

enunci ation in Au:ust 1942. A conference lias had ci th 

re~resentatives of the State Derart cnt, in which the 

licensine policy vtas reviev,ed . 'ihe r-osi tion of the State 

Department on this whole problem rtas enunciated and the 

various pendinz cases were disctiSSed and the manner of 

disposition was aereed upon. A detailed memorandum of the 

conf erence and of t he consideration eiven to t he various 

pendinz ap;:>lications in this fi eld was prerared by }:essrs · 

Aarons, Lawler and 1:oskovib . 
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80. l'ISCELLAl!EOUS STUDIES AND !1'1.10JANDA. (See 

January 1948 report , i tem 77). (a) Use o£ l•'oreie;n Funds 

Control Appropriation. A study is hein::; made relative 

to the le~al authority of ~orei~n Fun~s Control to exrend 

the ~oreien Funds Control aprropriations 'or the purche.s­

in: of books, reriocicals and nE~spapera and for maintain­

in~ 1assen~er car automobiles . In view of statutory pro­

visions requirinc an•ropriations or these purt oses to be 

specifically addressed thereto , doubt was expressed con­

ccrninz Lhe authority of Foreir:;n J;"unds Control to make 

such oxr~nditures under the laneuaee of the various Foreign . . 
Funds Control appropriations . The Co~ptroller r.enerel 

!:as issned a number of o-::-inions, from which it fiOuld appear 

that ex~ enditures ror the atove pur. oses are a11thorized 

if adMinistratively determined to e indis~ensable to the 

carryi~ out of 7orei::;n Funds Control •unctions . ':he study 

of this matter is continuin!: by }'eaars . Alk, Goldin::; and 

members of the administrative st aff . 

(b) Irrevocable Deposits for pa;~ent o£ Bonds . A 

memorandum is beinz; prepared by 11ee&l'8 . Alk and Smith 
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relative to the facts that must be shown in order to 

establish that a derositor of funds i nto a bond- servicing 

acco11nt has absolutely and irrevocably arpt•opriated the 

funds to tho Illpent of bonds and divested itself of any 

control or interest therein. This matter is of importance 

heca1se of the rolicy adopted by 7oreign Funds Control 

ler;~~ittin:, pa;~ent of interest r.'len thtre hn:~ been an ir­

revoca1le ae. osi t set up for such purpose . 

(c) Bank Set-Off . A memonno.um r:a~ prer:areci bY. 

· ~ r . Alk on the question r~hether a hank which has negotiated 

si~ht bills of a Phlli~~lne corporation may upon maturity 

or such bills offset the .ar:.o•Jnt thereof af'ainst the bl ocked 

acco•mt of the Philippine cor. oration ~.ltl:. the bank. ~he 

conclusion ~as that a ~eneral de.osit .~y be offset against 

any nat•~en ciect o~ed by the de~ositor to the bank . 

(a} !Mines . Leual rulin a on a variety of questions 
~ 

v:ere ~de , includin· the followine : 

A l icense is not necessary in orcie r to alter or 

chan~e t he name of a blocked corporation; 
~ 

Public Circular No. 14, li~itin~ the purchase 

o£ corporate s~curities by blockeo nationals 
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excert under specif ic lioe~s e , is appli cabl e to 

estates and t1•usts in which iher>G is a bloc'ked 

interest; 

General License !;o . 11 is not anlicable to bl ocked 

accounts of ~ersons residi~; outside of the 

United Stat~s ; 

General Rulin~ ~.o . lOA is a_rlicable to a 

defendant ' s e.ns~;er , which asserted a ·lien B.f ainst 

the property of a Philippine corporation and 

pray~d t hat the rroperty of the cor rorat ion be 

subjected to such lien; 

After the distributive share due a n~ional of 

one of tr.e neutral countrhs has },eGn de?osited 

in e. blocked account : urs•Jant to the rrovisions 

of ~eneral License ::o . 30A , or lhe ar!ropri&te 

·.vashin!:t?n license, U.c trans PP. r to tite ul tir.ate 

beneficiary in the neutral country nmy be ef­

fec ted pursuant to the a1plicablc neutral license 

upon t he is suance of a pro~cr cer tif ication. 
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(e) Arpad Plesch Case . A study is now being made 

hy rx . Parker and t~&s Klein as to the action, if any, to 

be taken by the Treasury De,:-arbcnt in connection .with 

nrpad llesch, a Proclal~ed List national, who is about to 

~ut " .e1•ican Exrress Company in th-e Sr;iss courts for pay-

•nt ot travelers checks which Plesch has boueJ!t in Europe 

at a ~iscount . One possible course of action beins con-

3idercd is the vesting of such checks by the Treasury De­

ptt.rt nent under Executive Order ;.o , 9193 . 

( £) Policy with Respect to Preferences . A study 

was nw.de !\nd dete iled memoral)da pr·erJe.red by L:r . l:oskovi t z 

l'llth respect t o depar tmental memoranoa or l'ublic ste.te­

·•onis in regard to the so-called "preference argwn~nt" as 

a rolicy deteraination in the hanolin o£ licensed appli­

cations. The so-called preference aren cnt has been used 

to describe the Iolicy involved in var~inc :act situations ~ 

1. '.'/here pa,r.nent is allowed out of tho t.locke" funci.e of 

a country v•hose total assets in the United States are less 

than the tolal amount of claims of United States creditors 

a~;ainst that country or i t s nationals , a preferenc~ v•ould 

necrssarily result; 2. Even in ll case where total blocked 
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assets of a particular coantry or its nationals exceed 

L'.L to tal clairr.s , payment of clat •• s out of the blocked 

account of o. particular ne.tional1~ieht result i n a pi•efer­

cnce in favor of certain creditors . In thai connection 

also, tho cla~ s of forei~n creditors are to be taken in­

t~ consideration; 3. Since blocked aswets held in the 

tnlted States will play an i~rortant rart in the peace con­

ferAnce and i u post-~ar settle, ents, they should be rre­

BPI'ved and not de .leted by tht Jan tine of licenses "Fhich 

autltot•ize Jia)'Tttonts therefrom. 

(e ) Currency Held by Sre.nish 'iovor1u ont . Examination 

I'IM •nade of the file anJ. all dOOU.tenh rertainlnu to 

certain United States currency held b. the Spanish Govern-

tnt which it desired to ex!ort to the United States. 

After study of a reemorandum of the State De:art,ent attached 

to a memorandum f ron the President , a letter ras pre,2red 

by Jr. r oskovitz far transmittal to the Secretary of State 

on the subject and a memorandum to the President was pre­

pared advising him that action would be taken in accordance 

with tho President • s 1:emorandum and one los il'lf, a copy of 

a lett~r t ransmitted to the Secretary of State . 
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(h) Proclaimed List , A study ¥/&a made of the 

Ill'esont J!ractice and of the lecal aspects of Procl aimed 

List listing of ships and also of the practice of the 

rltlsh and the le~al basis for the british Ships Lists . 

A ·.enore.ndwn on this subje·ct l"las pre.ared by 1'cssrs . 

Aarons an: ''oskovitz and recomendations rere or.ade for 

rtv:ain our T;ractice of listin" shi a. The mat. er was 
.., • y .. 

rtrerrtd to th£ adr .. inistrat.ive staff of •oreicn :'unds Con-

trol to be taken up with the Proclaimed Lis t committee . 

81. HUGARIAJ; AJffi ITA.LIAh \'IOnLD' S FAit. P".OPER'i'Y. In 

rcs~1oner to State Depe.rtn<ent 1 s request that the T1·eas~y 

Der~rt ent express its vieVIs with re Jaru to crantine assur­

ances that certain Hungarian and Italian 1orld1 s Fai r 

rropcrt1 would not be the subject of directive licenses, 

this Department v;rote to the State Dc.art ent upressin~; 

ita attitude on the matter . 1he attitude adopted ns that 

notll'i thsiandinc this Depart .. ent ' s polic;.r of extrcising con­

trol over the property of foreign ~overnmenta such as bank 

hA.l!Lnces , gold, securiti es, etc ., inollldinr l'io rld ' s Fair 

propQrty, it "as di sposed to erant t he assurances reques t ed 
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with respect to such norld ' s Fair property i~ view of t he 

orinion expressed by the State Department that such action 

should be taken unless some paraJno11nt national interest 

(;.io tated otherwise. Of course , it was understood that such 

nssurancoa are to be subject to the continued ranting ?£ 
i .• unity by enemy gover11r.1ents to property of the Unit ed 

States Covernment located in ene~ ter ritory. Ur. Linskoff 

prepareo the communication . 

8?. IIIT~-ALLIE D oCLA.l'.AT!Oil , In order to i mplement 

the Inter-Allied Declaration in which the Allied r;overn­

ments reserved their ri~hts to declare invalid any t rans­

fers which took pl ece in occufi ed t erritory, a subcommit­

tee was prorosed nhich would examine the le:;islati ve con­

trola in the yarious allied conntries for the pur_ose of 

determlninc to what extent they were ade~uat' to aeal nith 

tie objective stated in the declaration. In a previous 

rc _•Ot't it was mentioned that this Derar hent sent a letter 

to the Department of state requestin: that Treasury be con­

sul t ed on questions relatinc to Amorlcan par ticipation in 

the proposed work. In response to this letter, State 

De~artment has requested i nfornation alon~ the follo"in& 

lines : 
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(1) The existine; United States leeislat.ion under. 

1~hich transfers anil dealinr~ s of Lite kind referred to 

in the declaration ~:ould be or could be invalidated; 

(2) ':'he expE'rience of the Allied :;overnments relative 

to the modus orerandi of the Axis; and 

(3) Decr ees issued i n t erritories annexed to or 

con~uered by the r-er- ans . 

The fo reeoi nz problems are presently heine eiven 

consideration by }~r . J.:inskoff . 

83 . LEND-LEASE m CHINA. A proposed Lend-Lease 

e.: reement for China drawn by the State Department was studied 

by l r . J'inskoff with particular consideration bein:; given 

to Section 2 therco~ which inau_urated a ntiV policy by pro­

vldin for "lend-lease in reverse" with r•esrect to t;hlnese 

curren~y. ?his provi sion was desi~n~d to reli£ve the acute 

financial situation of the (nlted States forces in China 

r.hich real•lts f rom the unfavorable fixed rate of exchan!:e . 

84. POST-'.VAR. Co~tinued conslder•atlon is heine civen 

to international financial and economic posL-war problems . 

In connection with discussions which have been taking 

place relative to international stabilization fund , i t bas 
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been su"rested that such conversations should be shifted 
~~ 

to London. Considerat i on was e iven to that subject and 

a memot·andwn vtas drawn by l'ir . l.:.inskoff pointine out the 

undesirable feature s of the proposed chance . 

85. PATEl·'T FR0:2L~:S . Con.'erences were continued 

with resprct to ireasury policy in lioensin~ transactions 

relative to foreicn pate~ts , trade~Arks , and cor~i~hts 

in' hich there is so::!e eneJil3 interest . It has been decided 

to consider each case on its o1•m merits and take action 

in ohe manner which will do most haMn to the ~nemy int er-

est with the leest harm t o the Allied i nterests . In 

those cases where no harm can be done to the enemy int er­

est, the possible de.;~aee to the Allied interest is the 

only consideration. 

A prorram is bein~ develored relative to the policy 

of lioensint blocked interests in the ~n.i.ied States with 

resl:eot to thei r foreign pa tent , trader,ark and copyri ;:ht 

interes ts . The bl anket licenses necessary for thei r 

OJ!eration c1•eate the bige;est problem and these have been 

limlted to operations in the eenerally licensed trade 
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aree . They cover only transaction'S in whic~ there is no 

blod ed intnest other than t he licensee ' s . !lessrs . 

U,wler , Kehl , and Cassoday with meubers of the aami nistra­

tive staff are considerin~ ihe rr~tter . 

A rro:_rat~ is heine; 11orked out by !'essrs . Lawler , 
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::ehl, :assod.ay, ::iss lO.ein e.nd ret• ,era of the administra- ~ ... 
l~\e staff for the eliAinatlon of joint control by ~oreien 

?unds r;ontrol c.nd the Alien Pro~erty vustod.ian of royalty 

rar• ents in which there is c. blocked interest . 

8G . ALIEll P,-.OP.::RTY CUSTOD!J.J: .• ELAI'IO!iS . (See 

January 1943 rerort , item 63) . ~·orei!;_n f'unds Control r e­

lcasrd control of over 150 ca&€8 in 1•'•icb the Alien 

Fror rty C1tstodian has assw.ed jurisdiction . J-lss !::lein 

~nd ~e rera of the administrative staff handled this worY. 

!-'urther s tudy is be in.::; made by l essrs . Lawler and 

Warner of proble~s arisin~ under the relations etween 

Al i en Prorerty Custodians of var:ous United r;aiions . 

Discussions have been heln by ::r . Lawler with the 

Alien Pr operty Custodian and the Dor nrl~.ent of Justice 

relative to the handling of the Silesian-American case . 
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87 . PROPE:J'Y GENS S RR'PO .TS. (a) Form TfR- 500 -

Pro oactl r.ensus of Property in Forei t'n Countries . Form 

• 't.- GvO, the •·e_ulations concer n\ n!:, said form and the 

Jl'O_osrc eire 1l11r cor··~ · n~n- inshuct.~o s rclr.tin~ to it 

',Avt hrn "lultili t!led and in this for!ll v.ere rresented to 

you. A •• roval to the rroject bas heen ~iven . Conf•r,nce 

ns Ll-.en ·,el d with the i)ureau of the E•Jd et •hich raised 

reo ~encral objections as to ti>c ta' in of thE census but 

offn•n varlous detailed s~.~:~estions, all o£ which are 

nov. be in£ conside1•ed by l essrs . . teens ana Arnold. 

(b ) Form TFR- 300 - Census of Foroi<>'n-Oimed Fro'!lert:v 

l n L'ts United Ste. tes . A con.f'el•ence ~.ao held with the 

Division of . onetary .,esearclt in 1•e ru•u to u.~ ~ J•ovle ,s 

o· consoli· ation of 7:-:t- 300 n or.a· ir. orcltr at t:U.s - . 
YIOrk 1nay be exredited. Conferences Mrc also '.1. b!' 

::easrs . .. eaves anu arnold with rcrrcs• ntativ<.s of the 

Divis4on of 1·onetary aesearch and •o••rien Fun::s Control, 

~~rticularly the Enforc e~cnL Division, concerninu the re ­

latiohsnip of the Enforcement Division to the consolidation . 

88 . FO:tEIGli ~'UliDS COh .. ~OL rA' }',!LET. I n conjunction 

11iih i e reJ;resentatives of the ,'edrral ,tescrv€ Eank of 
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Lr1 Yo1•k, o. revision of the J!&m!hlel containing Docl.Wl6nts 

ttrla. lnln.. t o Foreign Fun<is Control was prcrared by 

; ~ss Hodel and ~:iss !J.ein . Th•. prlulln, wo r k will be 

·,anriled by the Govern.>ntnt Fr lntinu Of o'lce and the pe.:nyhlei 

s'.o •ld l< r•e~<C.; for• istr ib~tlon to the :ublic so"'etil::e 

in ::..rch. 

:n j 11 .:.\,r t:.c ~:seal 

!'tal' Hlt.4 VIas • e.ssed u; t: e .:o<~st , ' l: nn a .£r.rl:!io.t de-

c l~Mc:i to t>l'ev~nl the use of t'u funi-s at. rorr ir. ted in 

cc.J•r·yin ont t he :Jil'ler FuJ•chc.sc Acts of 1034 an<l 11:39 . 
• u • 

fin o.inion was rreJ-8.red Tihich concluiied tl,at the wen:U:.ent 

11'0Uld )J&Ve tJ1e effect 0£ 1 l'CVtlltli t} £ C'-ri'yir.u OUt Of 

an;- ol the 1 r ovisions of eitLcr Act, u •t U at by nor~;uo­

izin.., t'le rroced~e followtu by t .o JC!art ... en in t<>e rast 

it .:Uc..ht still be fOSsihle to carry out the _ rir.cipal r•ro­

v's'ons of t'10se Acts . 

A r e
1
oor•t vte.s prepared on a blll jntt•oduced by Senator 

l'urdock which l s des igned to permit Lhe f ur ther use of 
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u••asury silver in the \'tar effort . This bill is so:!ewhe.t 

ni anr io Senator Green ' s uill but cells for reput•chases 

b: t" l t•casury after Lhe vtar . SPvHal letiPrs \' ere pre­

I"'·ed to the .:>IU'eau of the Lud::;et cot.,Cntlnv on pro:osed 

rn. orts of other a(;encies on SeMlot· Green's bill . 

:ie:;otilltions 'f7ere continued • it'• thr i'ete.ls ~esene 

.;o !ll!' r.ith resrect to the J;Ul'Cbue of silver contained 

in eo lei del>Osits . An a;..ree1 ent J,as bten d rafteci r.hicb 

1roviO::.es ·or the purce:.ase oy the U~ints and assay o"fices 

i'ot• ihe account of the r etals .,esorve Co·'! guy of foreign 

sll ver contained in mixed deJ!osits of r;ol d e.nd silver . 

~he execution of this aereetcnt 1'1111 be delayed until a 

decision is made concern~n_ the contilluecl. stoctrilinc of 

silver by 'the tetals :>.&serve C;o. ·~ ""Y. 'In the event that 

stock~ilin~ continues , this arran::;e:~nt will be . ut into 

e"fect . ~·.r . ,:,renner hendleti each of t:aese atters . 

90. COI:'rRCL 0!<' mo:~TA.'::IOl O" :vD> a.;;n •. __ .E:·:;:c. 

A J~emorandwn was prepared by Lr . lll'flJillf. l' on the res.ective 

authot•ities of the Tl'easw·y end ~;.oard .or Economic We.rfaJ' e 

in controlling the exfortation of coins ana currency. It 
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cone 1 uuad that the 'i:res S\Jry haO. atnple au lluirity t o control 

s11oh txroria t.i.ons and that ihe t.oarci o£ 11cono'tic •.arfar e 

could rt•or•trly take e.ctlon in this field only if the coins 

or cnt•<·~nc: I'X1 orteci are intende<l tor use .i.n a foreign 

~ounlry as rPtal or !'arer in a narmt:t' contr11r~ to the best 

intrrcsts of the United Stales, or if ti.~ caterials con-

hir.~cl in such coin or currency o•J~ht to be retained in 

I c · niteo States for ross.i.bl6 tse in the production of 

J.tr• '"•-trials . 

tll . STAbiLIZA'riOJ, A ''tF' " . T - !!tAl . A d1"8 "t was 

pro!;Rl·ed by i'J' , Br enner of a stabiliy,~tion &[.reen.ent be­

iwc•n t'1e United States and Iren ant1 v 1\8 'orVIarded to the 

Iranian :·inis ter . Tt nrovides for tht ~urothse of I rEnlen - . . 
r ·c' lll"ve by the ? reasury to the extent dct ell nPcesse.r;o 

to cover the needs of the United Stales in : ran. It also 

nrovidcs 'or the salf. or old to Ire.n a1.o ti.e u.·c:.ase of . ~ -
uold £ro~ that country . 

92. U':ALI':'Y 0:\' IS.>UAh 'E 0:" 'E'> 111 ES • ..;E Bll.liK !:O'.l:S . 

Professot• \'/alter E. Srahr in an "Oren Lf'titr to Con~ress " 

Gtlacked the rectnt issuance of $660,000,000 of Yederal 
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.•s•rvc !lank notes . Several letters to Senators were 

rrc~arcd by !'r . Brenner indicatinr that the issuance was 

lftenl, th11t it was desiened to conserve materials and 

that it would not have an inflationary efrect , 

93. WAR RIS!: !liSV:".AHCE. A draft of e. hill to extend 

war risk life insurance protection in the amount of 

,10,000 to civilian covernoent emT lovees assi~ned to dutv .... ... .. ~ " 
in r:ar areas has been '!'reuared b, l~ . Yeh] . . . . 

r' . The followin[; wo1•k was done under the sn:pervision 

of Assistant Oeneral Counsel O'Connell and Mr . Hill, Chief 

Counsel of Procurement Division : 

94. (a) . R!JSS!All O!L i.Rl-'IIIERY. (See January 1943 report, 

item 53) . At & conference held on JanuPry 27, attended 

by r r . !lall of E. B. :Oadzer & Sons Co . and by ressrs. 'Jalsh, 

?latley, Davis, and Larsen of the ProcurcM•nt Div:sion, 

various rroblems concernine the contract with E. B. 3ad::;er 

& Sons Co. on the Russian oil refinory project were dis­

cussed and e. full agreement reached. On January 28, a final 

draf t of the contract referred to above was prepared and 

.• 
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said con ract was on the same date siened by Erastus B. 

~ad~cr of E. B. Badger & Sons Co . and by tr . A. J. Wal sh 

in behalf of the Procurement Division. This contract was 

sui srq11cntly submit ted to you for anroval, and on 

!'ebr•1ary 17 was returned to the Prot:ure. ent Division bearing 

~our a .,.roval. . . . 
On !'ehr•1ary 4 at a l!leeting attended by rr . Har~rove 

of E.!l . Pacl;:er & Sons Co . and !~essrs . Jack, Walsh, ?latley, 

l!olne, Eclga.r , !:ill , Davis, Zineesser, and Larsen, various 

rroblems involved in the !\ussian oil refinery project were 

fli so11ssed. A current report and a iento.ti ve · r:.raph showing 

the r rocrcss of the project were eubmitted by ::r . Holme, 

''r . l'ack informed Do , ~ar:;rove and !.r. Hol me that the 

'!llestion of co::~pcnsation for royalties should not be.!'er­

nilted to enter into the necotia.tions concernin:; comrensa­

tion to various urocess owners for en~in•erin~ services . -
which audh owners a.re to furnish to E. B. Badrer & Sons Co . 

It was also determined t~t the contract with E. B. Badcer 

& Sons Co . should be modi f ied to permit E. B. Bad::;er & 

Sons Co . to arran~e cont racts directly between the Procure­

ment Division and the contractors named in Schedule B of 
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the Bad~er contract r ather than to have the transactions 

coJ1Le1npl nt ed i n said Schedule B l,landled ae subcontracts 

of E. B. !lad er & Sons Go . This amendment was prepared 

and sisned by E. B. BadEer t< Sons Co . and by ! r , A. J . Walsh 

on behalf of the ProcurM.ent Division aurin" the last trro 

nays of the Month of February. The saia amen~~ent will 

snortly be submitted to you for a~1roval to~ether witb an 

ap.ropriate exrlanat i on of the circ•.unsta:ncc.s neces sitatinz 

tf,e 1odi.l'lca tion of the contract , At the. meetin~ on 

Fr oruary 4 l r . l e.ck i nformed '·r . I olme that he desired 

::r . Holme to e.ttem1 all mc.etinEs or confet•ences relating 

to lhe neeotiation of the contr acts referred to in t his 

rare.e;raph and to keep :J> . 1'ack closely in(orr-ed as to all 

!articulrrs of such negotiations . 

(b. ) On January 30 there r.as a conference in the 

o~fice of , .r, O' Connell attended by "eurs . !:orar d and 

Handler of t he Offi ce of Lend- Lease Administration and 

l:essrs . O' Connell , Hill, and Larsen. At this conference 

1!essrs . Howard and Jlandl er outlined the desired content 

of a re.,ort requested by I.:r . Geor e;e W. Ball , Associate 

' 
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~eneral Counsel of the Offic e of Lend-Lease Admini stration, 

on th~ pro~ res& of ne;;otl atlons v:Hh the ovmer s of processes 

involved in the Russian oil refiner y pro ject . · This r eiort 

I'IC.O " I'' 1u·pd on :?ebr uar " 5th and 6th and was the r eaf ter . . . 
tr~nsnitted to :~ . :all . 1be &aid rc.ort contains e rathe r 

co ~lete state ent of the ~ro~rcsa of ne~otiations with 

ti e e.fo'rel"'entioned process owners ur to the de te of the 

t•P.ort . 'i.'he said r e,.ort was su.:le• .. cnted by an oral re ­

.ort .;iven by!'ess!'s . !Ji ll and U.r&en to :rssrs. Handler 

and :.o,·:ard at a confer ence held on k'rbrue.ry 19 . At the 

confer ence l as t referred to rr . 1tandl• r and ! .l' . Howard 

stated that the Office of Lend-Lease Adnunistration pro-

1 oscs to take such ac tion as ma;· be necessary to lw.ve the 

l'rt>sic•ent of the United State~ t.a:.c a t:ri tter:. rer,:uc st of 

the U .S .S .~ . tha t t he U.S .S .R. either refrain ~ro~ ros t -

T-ar •lse of lh~t e.forel:lcntioned FOcessH or ~at:e 1 a:ment 

for such post- r.ar use on the sa.ue bt.s ls as v;ould '.1e '-"lode 

to the I•rocess o1·mers by the Gover n.ncnt of t he Uni t ed St a tes 

for use ln t he Un~ted States . 

(c) . On Febr uary 3 hlr •. Lar sen of the Office of the 

Chief Counsel of t he Procur&>~ent Division ,ne t wi th 

• 
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!~ . John Leonard of the Office of Petroleum Administr~tion 

for \'lar for the purpose of disoussin:; the negotiations 

which said orfice and Defense Plant Cor rorat ion have had 

1·:i th the r-rocess owners v;i th whom the Procure: ent Dl vision 

ls ne~o,iatin~ licensin~ azree .ents for usc of petroleum 

processes in connection wit)l the :tusslar. oil refinery 

~roject . The purr~se of this meetin~ was to confova the 

ne~otiations of the Procurecent Division as nearly as 

L'osslble with princirles established in neuotiations be­

lvleen the Office of Petrolewn Administration for War and 

Defense Plant Cor1oration with said process ownars . 

(d) . Durin~ the remainder of the nonth of February, 

representatives of the adrr~nistrative staff and of tbe 

Chief Counsel ' s Office of the Procure. cnt Division corres­

ronded end conferred wit~ representatives of the Stratford 

Devclo.""eni Company, the Universal Oil lr~ducts ~om!any, 

t''e International Catalytic Oil Pr·ocessts Corroration, the 

::ax !> . !:iller Company, ana tho :!oudry l:'t·ocess Corroration, 

with rc~ard to th~ terms and r.onditions of proposed l icensing 

a"reemente with the aforesaid concerns coverinE the use ¥ . 
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of their resp<ctive processes in connection with the 

.~nssl.an oil refinery project . Tentative licensin~ a~ree -
~ ... 

ents 11ere drai'ied and discussed in the case of each process 

Ol7ller a"rl substantial pro:;ress u.ade tovard the conclusion 

o: satisfactory a~ee1ents with each of the rrocess o~ers 

r~ "prrcd to a '1ove . 

1} , The followinu work was done under the supervision 

of I r . Klaus , Special Assistant to the ":eneral Counsel : 

(a) . S?UDY o.: TAX- EXE'Pl' Stlb•/tRSI1!E 0::1Ai:IZAf:OFS 

(See J11nuuy 1943 re1.or t , iteJa 82 ) . Stndy of the Gerhen­

JI.,,•rlcan Technolo[.ists has been oor.1pletcd. Upon the dis­

covery that several mernlers of this Association, r.hieh v:as 

,Je- onstrated by investi..;ation to bt l7azi in cLaracter, 

Wfre em!lO ed in the Federal Govern· .cnt, leit ers ,.ere rre­

~~rec at l~ . Gaston's sue~estion for transmission to the 

Attorney General and the interested avencies . In addition, 

reror ts vrere prepared recommendin t:1e denial of e:vemption 

from income taxes under Section 101 of the Internal ?.evenue 

Code in the cases of the branches of tho Association which 

ha& appl ied for such exemption. 
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(b ) . Upon orders from llr . J, oon~y , Lhe investi:;ation 

of the America. First Committee begun in Palo Alto by 

Re venue Agent J1ammel of Chicago was s topped and l!r . l!amrnel' 

orutred to return to V/ashin~ton to rerort . Lr . 1 ooney 

r.lsh~s to assign J.:r . l!ammel to another case and :rroroses 

thd an~· r.ork by ,,evenue A:;ents on the A:.,cric• First utter 

be handled separately. 

(c) . A study is bein~ made of other natlve orzani~ations 

such as Gerald L. j, , Smith' s Com:~ittee of One I illion (and 

rcle.Lecl or jl.nizations)- - on which conferences have been bad 

with lr . Wenchel a.nd t he Speclal War Polic:ies Unit of t he 

DerartJ •. ent of Justice--and Jose1 h Kamp ' s Constl tutional 

Educational Lea~ue . 

(d ) . The ~nves ti;::e.tion of the ; ew York Turn Vere i n, 

in aid of the Depart~ent of Justice ' s civil case tmder 

Section 101, has been larecly comrleted; after conferences 

lt was determined to ask for a postponement of the civil 

case pendinc the preparation of a criminal case under the 

Recistra iion Acts agai ns t t he i ndi vidu.e.ls involved in this 
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or•·e.nizatlon and the German-American School Associat ion 
v 

with whioh it was connected. Thla decision was concurred 

in by j..r . \'Tenchel. 

(e) . Information is being suppl i ed to the Department 

of Justice for use in denaturalization and criminal cases 

under the wer powers . 
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TREASURY DEPARTMENT 

INTER OP'1'1CE COMMU NICATION COI:PIDE!1l'IAL 

Seore~orgentht~u 
DATK M!'.rCb 22 , 194) 

TO 

... o .. 

Subject: 

llr./(lfJ 

The Business Situation, 
\l'l1t endill6 l!nroh 20, 194). 

Summary 

Living cost s : The cost ot living continues to rise r·r adually. 
The BLS i ndex in the month ended Februnry 15 rose 0 . 2 oercent, 
l nrcely as a result ot a furt her i ncrease ot 0 . 5 percent in 
t ood cos t s . Price ~n1n1strator Brown bee r eitera ted OPA'e 
intention to hold Pl'ioes do1m , but hr.s intimated t hat it l·ti ll 
be d1tt1oult to avoid n ries i n living coste or one- hnlf of 
one percent a month. 

Coooodittsorioes: The c ener al ~rice level continues to advcnoe . 
'i'be B l\11-commodi t :,: index in t he 11eek e nded J:ll.rch 13 r ose 
0 . 3 t o 103 . 2 , or 37. 6 ~ercent above the pre-vnr l evel ot 
AuffUBt 19) 9 . However, bnsic col!ll:lodi ty prices t1ere he sitr nt 
las t uselt , althouc;h n modera te u~tUl•n occurred on Fridny no 
a result of the sudden House paoonE;e of the l'noe bill to 
include flll•m labor coets in ~m;>utins oerity or ioes . 

Coneuoer buying: The recent ber vy vnve ot consuoer buyinz hns 
Shown further 81gns ot eubsidi n:;. Deperta ent store sale• in 
the eeoond vsek in l!D.rch tlere down 20 percent frog t he Februory 
peak and were only 3 percent above 1942 l evels . However, 
sales last Horch were r1oi ng due to the early npproach of 
Easter. 

Stook orioea: The reoent hec.vy buying ot lol<- prioed atocks 
received a set-baok l ast ~eek, vhen lo~-priced r ai l stooke 
broke aharply on the announcement of Supreme Court decis1ona 
unfavorable to stooka and junior lien bonds or barudrUpt 
r atlronda . At the oloae on Saturday, 1ndustrinl stock !>rioee 
Here do>m about 1 percsnt from week-enrliel' levels , >~hils 
r ailroad and utility stock prices were do>m about 3 peroent. 
Despite the rise i n stock oricea and tre.d1n:: activity in 
recent mont hs, loans tor purc~~aing or ce.rryi l\fl securities 
are at the lowest level since laot !loveaber. 

East Coast oil supplies; Stooke of Eaet Coast oetroleum Jll'oduots 
nvailo.bie tor civilians fell to a ne>~ lotr nt 29 .9 per cent ot 
11normnl. • in the week ended t.tarch 13 . Howevflr, the advent of 
warmer weather 1e relieving the preooure for fuel oil tor 
heatins purposes. 
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Buying covecent subsides 

Lnet conth ' s heavy wave of consumer buyins and active 
bi ddine; up of prices in the stock nnd oommodi ty markets has 
euba1dell oonsldsrably, t>.lthougb the generl'.l price level 
continues to rise. Retail tre.de lmo receded t o around year­
et.rl1er levels , 1·1hi le st ock prices have ea sed sli ghtly end 
tr~ding f'cti vl ty has f allen off . Bnsio oommodi ty prices aleo 
nave dlsplnyed hesitant t endencies, althouch the su<lden nnesnge 
by the House or the Pace Bi l l to include f r.rm l abor costa in 
cnlculvt1ng parity prices brouc;ht n modernte 'tlrice u"Otu~n on 
F1•1~.ny. An interruption to t he lone; successi on of 1'avo~eble 
renort s rro~:~ the Russian t:er front, the ioT>ect or old- month 
1noooe t ax ~yments, ~nd the adver se e~rects or a sunrece 
~ourt decision on recent heavily- traded b,.JL:ru"Ot r ali stoc;;s 
r.re rJ:Ion" the f actors •·hich have oontrl buted to · t he core sober 
trend ot r ecent tr~e and carket developaents. 

Rising food costs continue to 11ft coot of living 

In n mi d- lleetern speech l ast weelt Price Administrctor 
Broun reiterated thnt the CPA Hould a ttemJ)t to bold prices 
e.o111, but ndded "~<e >~ill be doine; uell if ue hold the ri ee 
l n t he coot of livi ng t o one- htlf of one pe1•cent a month. " 
l!e th~n st nted thut ln any case "a rurthor rise in vages 
beyond t he 'Li ttle St eel' formule. tlould be dcneerous. " The 
o.vel'V.t;e monthly incrense i n the BLS oost-ot -llving index l~>.st 
ye"r l:fo 0 . 7 per cent, and in the t1rst t11o oonth& of 19~3 it 
has avert~Ged 0 . 2 percent. 

The BLS oost- of- livins index advanced 0 . 2 percent in the 
~ontb ended February 15 . {See Chart 1.) An increase or 
0 . 5 ,ereent in food costs was primarily responsible , des~ite 
the usual lnr&e seasonal decline i n e:g prices . The average 
coat of foods other than es~s was up 1 . 5 percent . Foods not 
under control (about 10 ner~ent of the total rood bud_et) 
adv~nced 4.4 percent . Aithougb the controlled food group 
decrecaed 0 .1 percent , i t i s doubtful it this i ndicates the 
actual situati on, as t he observ~nce or , rice ceili ngs continues 
to be a mnjor problem. 

or the ot her cost- of-living components , costs for house­
furn1ohinffs nnd mi scellaneous services rose 0 .3 percent , 1n 
pnrt reflecting nn i ncrease in service chAr~ee reported from 
a muJori ty or cities . Other groups remn1ned v11•tue l ly un­
chnn;sed . 
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Obert 2 co~paree the rise in the BLS coat-of-living 
i ndex llith that of the BLS ~:bolesale price index of SS9 com­
modities, on t he 1926 base. Since t he i mpact of the war 
llCCelel•rted the movement of prices enrly in 191+1, 1t will be 
no t ed , t he ~nolesale price i ndex ~s risen more et eeol y the 
incrense in t he two-year peri od amounting to nenrly 27 percent . 
Tho cost-of-living index , on the other hand, has increased about 
20 percent . 

It should be kept in mind t hat the actual increase in oricea 
bas doubtleoa been sometthat grea ter t han indicated by either of 
these indexec. The ell-co~odity index is artificially he l d 
dovn by the inclusion, at unchanged prices, of various items 
that are no longer bei ng sold. The coet- of- living index does 
not reflect t he hlsher costa resultins from the virtual 
abolishing of cut- r a te sales ~nd from deterior a tion in quality. 

In the weelt ended !·:arch 13 , the al l-ool:l:llodity price index 
moved uo 0 . 3 peroent, and continued the r ate of rise of about 
1 percent a m~nth prevailing since ~id-February . At 103.2 per­
cent or the 1926 aver age , t he index etande 37.6 percent eoove 
the ore-war level of Auguet 1939 . 

Bneio commodity prices again >1enken slightly 

Prices of bnsic commodities continued to mark time l ast 
ueek. Continued uncerta inty concerning Government acti on on 
livestock ceili ngs , and Congressional notion on agricultural 
l e~i alation , result ed 1n e decrenee or 0 . 2 percent in the BL5 
index or 7 uncontrolled comoodi t1ee . The index of 2S basic 
commoditi es was off very slightly. {See Chert 3 . ) 

Prices of grains , cott on, and wool shO\Ied sooe strengt h 
at the close of the week, derived from trnde buyins end !rom 
Concressi onal r esurrection of the Pece bill . Livestock pri ces 
continued so~et1hat below their recent high levels, as pre as 
reports i ndica ted t lw.t the question of i~!'QBii\S llveetoc!: ceil­
i ngs had been pl aced before the Director of Economic Stabili~n­
t1on . 

Le51elation to r a i se a~rioultural prices again active 

Seizing the moment >~hen tett •city• membe1•e were present 
l aa t Friday t he House unex~ectsdly called up , passed, and sent 
to t he Senate the Pf>.ce bill·, 11b1oh >JOUld t end t o increase fo.rm 
product prices by incorooreting in the parity formula the cost 
ot farm labor, including hired worker s , t he farmer, &nd hie 
f ll!il1ly • 
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Follovlng pass~.::;e of the ?c.ce bill, t he president or 
t!1e Fl\r .:ters Union atteclted 1 t s pas sage , sayi ng , • . .. By 
!orcin,; l ebor costs into pnri ty e s timnteo, product i on tlill 
not be he l ped nnd the oanpo>~er, muoh1nery, f et•tilizet• , P.nd 
reed .' I'Oblems or the f armer tlill not be solved. The bill 
,.cy Pal l be a boomerang to some r c.rmero by lollet•i ns their 
' r ices t o ,nrity." 

Oone;ress agrees on feed ~1heat s nle • 
Sr.le of 100 milli on l;>uehels addi tionnl of 1·1hec.t tor 

reed , r t t he pari ty price for corn, 111'8 nut hot•ized in a bill 
>PttPd ,.,. tl:e Sena te and sent to t he \lh1te Houae on Friday. 
(':'he pr ev1oua 125 c ill1on bu shels or r eed 1·hent ~:ere eold at 
!:5 >~t·oent or parity for corn . ) The prov1 e1on 1ncrea 61ne; tbe 
ac le .w ioe wa a >IX'itten in l argel y a t the i ntti&ntion o1' 
le~i r.lntor a rroo Corn Belt St utes , who er~ed that snle at 
<>5 pet•oent of corn ;lal'1ty 1.-ould cost the Govt'rnt~ent e 25 ml­
l1on 1.h1le sale at f ull corn parity t:ould co at ~9 o1ll1on . 

Aooot~in& to Deoart ment of A!~ioulture r eryort s , pr act1onlly 
no cor n i e movins out of t he mi d- '.:eat, 11here it is bel:ng fed t o 
hoJ o or is beins held on f arms in el~eotr.tion of a h1cher price. 
The Oo:n:1odity Credit Corporation i s r eported to be s.:c:mped l'ith 
r equest o for ourchnses of corn, end is selline; 250, 000 bushels 
e dry. It 11r.s repot•ted tha t d1et1llnrs producing 20 million 
gnllona of industrial alcohol nnnur.lly f noe n shutdoun ' :1 thin 
~g hours t hrough inability to buy corn . 

Over the opvosi tion of t he 1/c.r Depnrt oent, the Senate 
ha e pnsced t he Bnnltheed- Johnson bill , l.'h1ch 11ould direct dra!t 
boards t o defer nll men empl oyed eubct c ntinlly full time in 
1)roduoing •essential" roods a nd fiber s . The t:1easure >:ould 
replac e t he pres ent acen~ent to t he Selective Service Act by 
•·h1ch deferuents mey be oede under E uni t cyst etl l<hich requires 
mi ni l:lum s t nndarde of pro:luction of eat entir~ cro!)s . The bill 
no• · .;oe e to t he House. 

Food develonoenta 

Di sruptions in the flow or food euoplies continued in 
t he headlines last week. The groor ry trr.de re!)Ort ed thnt 
consumers are virtUAlly on strilte D.gl\inet the h1£ll - poi nt r ntion 
vc.lues affixed t o certain canned f oods . As o. result, e.n extra 
burden ba s been thro>tn on rreeh ft•u1ta and vegetable e, e.nd sh£\rp 
price r.dvc.noee have occurred on suoh produc t s tlhich have not yet 
been pl a ced under ce111nc s . lloreover, nrioe ceilinGs on certn1n 
fresh veget ablt's o.re ooerating to cc.u ee insquite.bl e di stribution 
na between cities, marketine; area s , a nd as betueen stores within 
t he anme city. 

189 
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In a surnrise move by the OPA, sales or butt~r ~nd 
o~r~t in other eclible f c ts a nd oils Here ht.lted a t mi dni ·ht 
sundry, n 1:eek in c.dvanoe of r t>ti onins or t he se oroduets 
in order to 1'oreet all heavy stoe!tine;- u) by consumers during 
the 11eelt befo1•e re.tionin~o> . The se.lee o toppa~e Hill also 
~uow store!teeper s t o obt a in enouSh suppli es to meet eonsuoers ' 
dew nds atter r o.tionin<; start o. 

Evidence of a rising soiral in mi lk vrices ie n9oe~~ing . 
A ,.~ ·e increase for dairy employees in :lew Yor!t has been 
reco~lended by t he Chai~an or the mi lk indust ry in ~ r eoort 
to the :·L..lll , to "be re t roactive t o lnet Cctober 25. The oillt 
co:~ ·tni e etcte thet such r-. rise ~:ould t end to nullify J>rice 
n~Jutt~ents recently granted t o distributors by the OPA. The 
etrly- J nu.:1ry increese in retail milk orices in !:ew Yor:c t:nc 
to reoe1n in effect only unt il A")l'il l , by 1·hich time distr ib­
·~tors were to ht.ve instituted certain econooiet , but the 
reco:u~nded t'P_:e rise ;ts enid to reoresent core then half ot 
the ~rioe increrse . I n ·.:ashin:;ton, the proposc>l for an incr~c se 
in 'lillt nri cee is reported as havinc rel'ched the desk or t~e 
:eono:3i G St nb1li ze.t1on Di r ector . 

130 

Acreaee goa l s not likely t o be ree.Ghed 

The ol)ring "intentione to plnnt" re'?ort '?Ubl1shed by the 
Ja~nrt .. 1ent of A{;riculture l ast t~eek i ndicctec thr.t only one­
t hird ot the st aole food crone covere~. by the De">Crtoent' s report 
to ot ).l~rch 1 are l ikely t o nttni n the l91J.3 l'.cre~e;e goals. It 
tt.ese ncrea,.es are realized, en ar- ·ret,nte oro!> ;>ro{ucti on in 
19· 3 n!)out o »ercent belo~: t bet or 194" is e::,pcted by tee 
Je'?rxtment on the assumotion that avrrtge 1e~ther ;~1~ result 
in orop yields ai>out 12· peroent below the exceJ>tionP.llY hi ;;I\ 
reoordo oet lo.et yenr . The indicated rcrea~e tor the 17 crops 
covered exceeds lest yecr ' s '?lnntinea by 3.5 ~ercent . 

Table I ~hot~o '>ros:>ective :;>lcnt1n!:;s coo1s.red ••1th 19!:,.2 
1\Crett ·e ~ltnted ~nd 1943 got.ls . A.:1on:; crops rc.iseC. :w=ily 
for tood onlv rioe e"ceeds t he 6Qlll , 1'hile edibl e becns , peas , 
')Ot ctoes : ouee t pot atoes, and SU(ll'~ beets Will be beloW the 
.;oals . The prospective t1hea t acrea e is c.'bout the crea planted 
las t year end c los e to the B'Onl . 

It >rill be not ed the t amo nG tlte teed crop s , t he 1n~.i er.t ed 
ncroacss ot corn, peanuts, and Grn1n ~ore;hums nre less t hen 
called t o1• , The goals tor soybeo.ns , ont o, bc~ley , hey , a nd 
tlo.xs~ed nre l i kely to be exceeded. 
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lli th respect to corn production, t he report shows that 
the increases in acreage ~e to be made l ar gely in the Corn 
Belt. Suoh increases tlill be partly a t the expense or oat s , 
hey , bnrley, ,and pasture, indiontina a further sWing to hog 
production in this great reeding tu•en, at t he expense of beef 
and dniry cattle. Goverrunent notion, PIU'tioularly Hi t h respect 
to livestock and corn ceiling s, llill be a s trong determining 
f act or in the 1'ine.l allocation ot noreo,ee pl a nted . 

Btoolt 'Drices a nd trading c.ot1vity decline 

A reacti on i n the stock market lons awaited by many 
trad~re showed aome signs o1' developing last week. The recent 
he~vy buy!~~ or t he stocks and juni or lien bonds or b~~oruot 
r nilrot>da waa brought to an abrupt holt at t he begi nning or 
the week , •·hen the Supreme Court handed do~m decisions •1. t h 
unfavor able 1m'Dlicati ons tor such seour1t1ea i n pending re­
orgc.n1zt't1ons. Although t he general market held u j) >:ell in 
the t~oe or the ensuing heavy eell1ng or btn!trUpt rail stoe!te, 
both prices e nd trading activity shot~ed e drift toward lo>Jer 
levels durins the r emainder or the wselt . As measured by t he 
:lou-Jones averages , i ndustrial stook pr1oes during the week 
deol1ned about 1 percent uh1le prioea or rnl hoe.d end utllity 
ot ooks dec lined c bout 3 percent . 

The tact that trad1n6 in lo•.-; prioed rai l shAres >me carried 
out on n oneh ba sis prevent ed the break from hnvin£ more serious 
repercuss ions. It has been frequently poi nted out that t he 
incrensed buying or stocks in t he poet yenr has been l ar gely on 
a cash basi s . Thus reference to Chart q. will disclose that 
weekly reporting member b~ loans t or purchasing or carryi ng 
securities on ~!arch 10 t he most recent figures available, 11ere 
reduced t o only $S~2 millions. Th1a comnnres ~1.th an averace 
level or 9 94o ~>illions last August .:hen i ndustrU.l stoc!: pr1ceo 
11ere about lS .,ercent l ower . It 11.11 be noted t hE.t e. rl!£.rp rise 
in borro~t1ng occurred l ast December, bu~ t hlo we.s a t~porary 
developaent brought about by increa sed loans to brol:ers and 
denlera in connection b1.th r i nancing t he Victory Fund cnm98.1Jn · 

Retail buying slows down 

The 1•eoent heavy 
eigne ot s l a ckening . 
stor•e snlss Here dotm 
enrl1er c.nd >lere only 
191'2. (See Chart 5 .) 

Have of oonswner buying bP.s sho>m furthe r 
By t he wee!t r nded l!c.rch 13, department 
20 percent t r om t he peak reached ~ we~ks 
3 percent above the oorresoonding wee.t 1n 
This relative~y nnrrow e~in over 19q.2 

191 
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levele contrasts •nth a similar sal n or l~ percent in the 
previous •eek and an extreme gain or 45 percent in t he 
second ~;ee:t i n Februnry . On the other hand, 11hile sa les 
hnve tallen of f from the February peak , part or the narroWins 
mt\r j;in over yec.r- ee.rl1er levels is due to the f act that Easter 
occurred 3 ~<eel' s ee.rlier last yea1• , and oales in Harch 1942 
~:ere r1e1ng under t he i mpact of pre- Eneter buying . 

Retnll inventoriee still high at end or 1942 

Despite a decline in the l a tter part or t he yenr resulting 
from heavy consumer buyi ng , totr~ retall inventories at the 
end or ln~t December acuregated $6 .7 billions, accord1n& to the 
Jeor.rtcent or Com::~erce. This ficure reproeented a decline of 
11 ~rrcent from the £11- t l me peuk or ~7 . 5 billi ons reached 
l Pst June, but neverthel ess >:as about 1 peroent hlsher tbru! a 
:·~pr er rller . However , since -;>rioes durill{) the yec:r rose about 
11 percent , the stocks or goods on band actually declined . 

A brewt- do1m of t h e retnll invent ory toto.l by s to re "l'Oups 
reve~l R the rort unc.te f eet t he.t the lnr: est E;Bi no i n inventories 
t'urinl'; 191>2 occur red i n aoparel end department stores, 11hioh 
nre the otores thnt have borne t he br un t of the recent scare 
bu0·inf! . The pe1•cent age changes i n inventorie s of the ve.r1ouo 
>'e t t>U store J roup a at t he end or 191~2 as · oom·011red >~i t h a year 
enrller are ohown 1n the fol lowin,; tnble : 

Kind or business 

Lumbel' , building mc.terie.ls 
Hc.rdwore stores 
Filling st c.ti one 
Furniture, household appliances , radios 
Jerelr y st ores 
Drug atorea 
Food storee 
I>eoartment stores 
A'lJ)aral ot ores 

Percent 111;e change 

-16 
- 12 
- 11 - ) 
- 1 
I 2 

~ ~ 
/10 

In ~enerol t he l arger etorse moint nlned their i nventory 
~osition in 19~2 better t han t he emnller stores . Thus large 
i ndependent stor es >t1th annual sr.leo or t 200 , 000 actually 
1ncrensed inventories about 4 percent during the yeer, tth1le all 
othe1• groups sho>~ed declines . The lnrr,ee t decline, l·lhlch 
o.counted to 6 percent, occurred in t he smallest store grouo-­
tho~a with o.nnua l sa les of less t hnn el o ,ooo . 

Enst Coast c1vil1c.n petroleum aum>l1es nt ne\· lo>~ 

11ith t he announcement of a reduction i n the value of the 
•A• &nsolina oou?Qn i n the East Coast aren, t he Aaericen 
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?etroleum I nstitute r eported t hat supplies of petroleum products 
c va1l~ble f or civilia ns in the area dropped to a ne~1 lo~;. In 
the Pee;.; ended !!arch 13 these etoolts runounted to only 29 . 9 ner­
cent of •normal• . (See Chart 6. ) The •normal" used in A. P. I . 
cr l oulati one is the corresponding period 2 years earlier . 

\11th warmer weather relieving the preosure on fuel oil 
OU'OJ>li es , attention is being cente1•ed on measures to prevent 
o. rePe tition of the critical Eaot Coast shortage next winter. 
!lev En:;·l and and ot her interesta are b~ok1ng Secretary Icke s ' 
recommendati on t hat the 20 inch pi peline now authori~ed to run 
rrom Texas to Seymour, India na , ehoul d be extended to the 
?h1lndel,h1a- !lev Yor k erea . A!)pr n1st> l of t he over-all outlook 
tor Ecst Coas t petroleuo supplies , however , is unus~~ly 
difficult due to th e ceneorshlp on military needs . 

193 

Regraded Unclassified



'l'able I 

With 

(Based on taro~re' reports on plant1ng 1ntent1one) 

Dry peae, t1eld 
FlAXseed 
:Jraln sorghums 
Dry beans, ed1ble 
Sweet potatoes 
Potatoes 
Pecnuta 1/ 
Soybeane"'1./ 
Burley to'Daoco 
Corn 
Flue-cured tobacco 
Hay, t ame !/ 
!lice 
Oats 
Barley 
';/heat 
Sugo.r beets 

Ind1cated 
olu\nse 

(Intended acreage 
191!-3 as percent 

ot 191!-2 planted) 

135·1 
129.0 
118.0 
116. 2 
11lj..6 
113.6 
112. 5 
109.7 
106.0 
106 .1!-
101.0 
100 .1 
100.0 

99.9 
99 . 3 
99.3 
70.5 

!/ Baaed on 191!-2 acreage harvested. 

Source : Depart ment ot Agr1cu1ture. 

Percent ot 
goal 

(Jatended acreage 
191!-3 ae perQent 

ot 191!-3 goal) 

93 .4 
110.0 
. 95 .6 

75.2 
61.3 
97 .4 
77.6 

101.2 
69 .9 
96 .6 
95 .1 

lOl.S 
109.1 
114.3 
107.3 

99 . 4 
70.5 
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COMMODITY PRIC ES AND COST OF LIVING 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

TO Secretary koreenthau 

••o"' .lr . Po. ul 

In reply to your question on t he America ~irst memo­
rand1!11, "Wher~ a'o we go from here?" , Sam h.laus proposes, 
and I concur 1n the proposal, that a ~.e venue A[ent uncier 
his direction should take up an intensive search for recor~s , 
es{ecial~y bank :ecords, in Chicago, Pnilaaelphla, .. er. York, 
ano .. aahln(;ton, 1n that order . '!he basis for the investi­
~ation should be a reconsideration of th e taxable status 
of tne America First Co:nmittee and all its chanters, as well 
as tr.e aiscover~ of all t~ajor contributors who· may Lave 
aeducted contributions from t!.eir returns . 

It shoula be noteC!, however , tnat t nis investic. ation, 
like others of exempt organizations beint, uanaleo. by Sa;n 
Klaus , will probably not be productive of any additional 
revenue commensurate with the eff ort expended in the 
investi( alion . It would have to Le just ified on t he ground 
that the '" reasury cioes not l'.isu to stam0 with its approval 
an or(anizaiion wnose activities are not for tl:e national 
interest . 

I am told tnat in aaciition to Aoerica :irst tr.ere a re 
ottaer, though less imnortant , suspect orra:U&ations, suer. 
as , American Destiny Party (\tilliL-:~ J . Ca!;lercnJ, Gerald 
L. t •• Seith' s COD;:llittee of (me l.illion, 'o'ecl'-nocrac•, etc ., 
tt.at are being considered by Sam hla\ 8 . 

I am tole t hat a tentative procrese report on tne non­
financial contents of tne America First Coc.ait tee ' s files 
in l'alo Alto will show SO!IIe very interes tinG items, just­
ifling furt her investigation into t .• e possibilit) oJ inter­
relations between t ne Ameri ca First Committee an<! other 
or1 anizations such as , Father Courhlin' s , Scribners Com­
mentator etc: ana several ot her important backers in t he 
l nited States ;(nose connection witn the America First Com­
mittee has not been cenerally 4nown . 

q 
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\Ill AIMrloaa pooplo. l IIIICIW 'ba' •a. ObiDOM pooplo w..U 

tborou1lll7 un4oro\aa4 •Ill• lf lt wore eaplalne4 publlolJ •• Jour 

pl'lll OODfOI'IDM0 1 aJI4 ltO'IIl4 ln40o4 I JIJli'OOlO .. lto fboJ WOillA 

un4trt\aa4 tor 'bl' 11aow JOU .uob bo••or 'baD JOU rtallll &114 

now t bat 1n baw ao polUleal aabUlon• or 4ollro tor poreonal 

powor. tbtro llae booa, l eu .. 11 '" ooat14onUallJ, • 1004 4oal 

ot 4haaUetaoUon -aa ObliiiH vUh 11&4- Olllalll'• •ov. 

Itt a tow Oll1aooo llaw aal4 • • oor 'lbo bae bobaft4 lUo u 

laprooo or a ~·• a114 we Ohl .. IO 4o not want Saprlllot or QMeone. 

•• •nl4 llaYe 1M• t~o•ur plouo4 bad ea. boban4 1101'0 4-rotlMllJ . ' 

ftle7 4opltro tile ..-.r ot .people Iiiio, •• ,._, ..,, 'llan ta. 

b1art toouaco• ,_ oortala loll tort11111to upoot• ot .. , '• 

'fldt. h Ullo ao lt _,., l tllftl4 Ullo to NJ tlla' tile 

Olll111ao pooplo ... ro·nr ••t approolaUn ot olaplo ~ 

bobablor. fbt)' ..... &aotu•lJ tile trlo1141J •11•, tile anUII40 

ot oquaU'JP, ta. 1 a.p1o a114 ..._. approaoh vlllob lo to .... aUallJ 

rouro. I 4o aot lleolta .. tor a -•• la Nfllll t~~a• rou ""14 

llllo tlla OblatiO poopll all4 ... , wnl4 lOft , ... 
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•tov 4lttlollU, ot oolll'•, v01ll4 be Ill pUlq beJoll4 

ottlolal oon~aoto. lb. 'roublo vltb .., DIV polltloal rogt.., 

203 

1110b ae tile preoont looq tun,, h tb.t ta.J are DIV llll4 ln .. o­

aod thoJ t•l OCIIIJ)Ollo4 to be4p tllea•lfto abost •Ub a po4 4Ul 

of trapplngo of roJal\J ••rolf beoauo tboJ 4oft1t uov IIGv •• 

or bow llUlo tbe11' powor roallJ lo. lb. llq ud ~••a ot 

England oan •- &ft4 10 vUb tar aore troo4oa a nd 4oaoorauo 

behaY1or tban tile looq.e ln Cblna, vUb tbo oxoopUon ot lladaao 

8WI lateen, vbo 1• a poreon apart &Ad tor reuont lthlob I vlll 

explaln a llttlo later. Porhapt 1t 11 tble unoortalntJ, tocothlr 

vUb tbo uovlo4&t tb.t tboJ are not Ill ~bolr pollUon throqb 

d•ooraUo M&fto tb.t ll&ko tbo Boonco tool ~bo7 11111t haft oato­

guarde on oYerJ band an4 bull4 up ~he dletanoo, a l war• ~J"eOt, 

bo~veon thoatolfto aa4 tbo pooplo. !be Qonoral ltolao ooaaan4t 

ooro Ntpoot &Ad attooUon, tor wbUe be h oonntoto4 vUb tbo 

Sooqe, Jo\ be 11 •••nUallJ not ao allen •• tbo7 are to till 

ooutr,. 

'lb. hollaO ... aot M bl ... 4 oaUrelJ tor tblt lltuaUon. 

!bolr tatber, ~llo looq, aa4o tile alotako - lt U vat a 

olltato - ot toUq ''-• oo 701111C to tbo UnUo4 l 'iil•••• 'bot tboJ 

1rov up vl'b ll,,lo kao¥lo4co ot OblDioo llto an4 tbougbt. 

llad&M Obl .... , tor uaaplo, no ure dlll'lna ber t-Uft Joaro. 

llboo obo voat book •' alMtoea u vao 'o loa4 till llto ot • 

levport on 111 •o ..... l. lbe -• till beauUt\11 4oll(ltator ot a 

vtr, waUIIJ tullJ - tbo poor oabln bo7 ObaJ'llo looDfl ~J"e• to 

be a rlob .. n ln b1o llto UH - an4 Ill a441Uoa Ulere vao tbe 

aarrtaco of bor oooon4 allttr to hD tateoa on4 all tbo '"ptotlooa 
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of polUloal ~r. I 4o ao' beUoYe \ba' .. duo Ob1aJic onr 

aa4 ~be loplll••• or rool 4-1'007 \ov01'4 ber o-n poop1o. 1 \b.lak 

ella waa onaa ulwlo4 or ~bt.ap oba aaw a'boat lulr t.114 bor 

New Llh llo" .. "' wl\b lU oaptaa1la Oil \be ea\ornalo of oleu 

taou an4 'bu\tono4 llp pl"'MD\o an4 011\w01'4 lllooUoo, ra•bor tb&a 

on 4noloplna \bo oprlfttf8 or real d-orao7 aoonc \be poopl l, u 

reallJ \bo ro111U ot ber ....._ •' people vbo 4ld ao' alod baYI.A& 

dl r t7 tao .. or 411'\7 4ooi'JOI'41 u4 vbo tblalt "• .. nlllllo \blq 

tor • Ot.A \o do wholl bo 1a bo' h \o \t.ko ott b11 Jaoket alld oU 

vltb llono. h wa1 \bo t.baM of a ooll1p 

fllld ft.lll\ wUb 'be bollM Ul4 'bo tullJ, 

glrl ooolnr hOM to 

!ble \bo 1bl'lvt 

Obln111 portoo'l' anderl\and all4 'o \btl 4&7 tba7 oell bar, vl\b 

• ..tlo, "!be Aoerloaa oollo .. clr1. 0 

"!bl• lapt.Uon' t.baM and Hftll of lllporlorl\7, u 

llalntlallJ ouportlolt.l lllpor1or1t7 - bal ololldod \ba llta or all 

tba looq1 I&Oop\ .. dalll 811ft, Silo baa llnd apar\ troo \bao all 

and baa oa4o \be oa111o or o-n Obl~ao 11 people bar I and \ba7 
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kn~ u. lllo bal llt.Ao \bo ..... or tba porrllla l bore ln tbll 

war u4 boo ..Ua , .. ,.... ot ouwauu ..... \hall onoo u4 baa 

bola 4HplJ t.an .. aoo4 boroolt "' Ruulan o-nlu booeu•• 1t 

11o•c1 \o bar ._, ,_.1• bolo 'bon \bo oal7 t oroe ln Cblna aha\ 

ba1 Ulo"'lt\ or 'be ,_. poopll. U bal 'blaa utor\~~~~a\1 tor 

Oblna \ba' obe tY 1oe benolt •- 141n\ltlo4 wnb \bo oo aal" 

...... , alld w1 \b ... ,,., tOI' u bal lt.aUo4 llor ROOt'laliiO u .. .., 

••ob 'b7 wolshlJIC 40WII laor a~Uoae wUb pollUoal t.aplloau .. o. 

s ... u .. , \boao t..plloaUou wore 4oMrn4, 'but of\oll \boJ woro 

not. •r ,..,._.., paealoll la tor \lao plat.a poopla, abe 11 I'MllJ 
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dtiiOOI'&UO an4 111 bel' Ulpl.e .. nt .. IU bat Ulolacbt Of t-.al .. 

•• a •••n•. 
'!hlt bat 4ttpant4 tbe alhaaUoa 'Mtwta ller &114 bel' 

tullJ· I l'tata'ber at the U• of llan tatMn'• hMral ln •uu111, 

now .. ny 1•ar• ap, the volll4 ao' ban aa,thlnc to 4o wtn •u 
run:r . Bbs ba4 •o aUtll4 \118 t\ultral &114 vaU.4 alone 'Mh1114 

tbt 11"-' odaltalque, "' tpo11:8 to - of ber -..otbtrt aD4 

th\trt •n4 ba4 N lnhro..,..• wt•h tbta 41U'lftC tbt tlftral 4&7• 

abe n• ln \he oU7. 

al one, utuallJ vl'b one tti'Yan\ ln a ... 11 houtt or a rev rooat. 

But abt llat tor :reart 'been a Yll'tual prltoner, ba•ln& f1'tt4oa 

on17 Wilen tbe up' abtolll\117 tl nen,. fbt ourwar4 nrtaot bat bttll 

.. latalnt4 llut U 1t onlJ a tiU'taoe. llben S.117 llalul vrow bel' 

book fbt fbl'tt lilt""'• lla4uot Bun volll4 han no,b1nc to 4o wt 'b 

lt - fvnbbe4 no aatel'lal all4 voul4 ntnr "' S.ll:r Raba. Ra4&1lt 

IUD bat MID .. tlptktD ln bel' 01'1 Uo1• of ChlaftC ...... lf, lftll, 

bto&UM tbe fttll be bat Nt 4tnlope4 4t-NUO proot4- la 

Oblna u IIIII ta"tD ~-4 u, aD4 tbt bat prolonp4 111141117 •• 

ptrloct of ._,,~ w~ab IUD 'bolllh' would be onlJ a tev ,,.._ 

Jtare. .., ol'lUoluo &leo \he vdl IIDoWII ooi'J'IIpUon of ••~·· 
' 

IIIDC aD4 ...... -.- aa4 f-117 a114 at Radut CbltJIIr bat lD ""'"r 

7ttrt 11'0¥11 ...... aa4 _,.I' to RaelAN llafte, \hit ti'U1ol• 

baa ea\to4t4 •o •••·• ~. Ra4.- hill hat ••-4 •-~ 
a ore tbe roll of u. bead of Ult f .. 117 wbloh 11 to aooo~-f . 

Vltb OblDtM •ra41UOII fOI' \bt tl411' · 0ae of Ult tODI lf ~, 
taa117, T.Y. loODI 11 •lib U1t ••• ablt 'tNt N l'lllliiC fqju,l 

l 
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are tree troa \be obarp or OIIPI'IIpUon euep\ "adaM .... fbe 

Oblnu• peopl e are porrooU)' ann or all \bh all4 or tar .... 

tball I oan toll 1011 lA a 'Drlor opaoo. !ba JOI&JIIO r looOco aro 

ne\roU, belq \he '"''oal ooe• or a nr, rlob ..,., lA a .. .....,, 

a11d ette\o Ranlhal eoolot)', AOW, bappll)', so•· 
•On 'behalf of \be 8ooe1•• bowonr, I ebould .., \ba\ 

oftlol&l ool'l'llpUoA h .,,., •-a lA OblAO aftd ve baft •- our­

aelna. llbllo U la AO\blq llb ao 'bad bero •• U la ln CbJ.Aa 

l a la 'bad oAOup \o lead M \o 'bellon \ba\ U le 0\'oi'J"fbero \o 

1oa e dasrot aAd la •- 11141\'ldualo, 'b• our IPOa\oot adne\ap 

11 \ bd w ba•• \be Maaa \o ~' aplnot U alld \o obeok U 'b)' 

law vb1lo \bo Obleon people a\ prona\ ban AO power vbaCtftP 

asalna\ \bolr orrlolalo aDI .uot allbal\ co all \boo• ortlolala do . 

0I\ lt porbapo lnovl\a'blo \ba\ orrlolal a Wbo bavo 'bo•A 

\brown up , or ba .. rlan \boaaolna, '\, obanoa all4 olrouaa\anoa, 

aboul4 lA \bolr IPI•' lntoourl c, t1'7 \o pr o coo\ otbeaool na 'bu Yal\ 

11101 or 80RIJ vtllob \be)' OaA plaol 10 YarlOUI aato 4tpodU acalnt\ 

\be dq or \llelr 4owlltall . fbe looq taall)', aAd \bll lftolu411 

ot OOIIJ'M efta tbe ca.a~rollulM, are la \belr prooon\ pooUloa AO\ 

bJ &IQ' rlpt er •••unUo oboloo 'bit\ paKl )' 'bJ tbelP owa a'bllltJ, 

peru, 'b)' tbelr a1..,o onoP80111 raa011ro11 la aona)', and par\lJ ..., 

toroa or ...... It la a peollllar aad le\aroa\lftl al\ua\loa. It 

oa1111o\ or oftl'oo, lad. 1 r ... u ou\'braak rroa \Ill pooplo laM4-

1a\tl)' attar tbe ... or at load ae NOO •• tbe peoplo aaa 

raoupora\o llafrlolan\1)' \o Mb 1\, u 4 lf Oblaac OaA uap bU 

POWIP l\ vlll pro'bablJ 'be 'b)' ooYoPlftl blaaolr .... \bo faall)'. 

011ba\ I aa \olllftl JOU u alapl)' a .,a\Male of tlba\ I 

bear froa 11011J klnda or Oblano, 'bit\ par\lolllarl)' 1011111 ~-. 
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altboueb alliO froe - ._,., lftr11MII\lal llu&lMII -D. 

•~~aa .. lwl'e pii'Mnal olro•nuaee aN fti'J pocr. lhaD 

JaUea let~ 11otlllna to ber exoept a boll•• all4 •- boob, a114 ebe 

I Yb &llt& Oil all &ll .. aiiOI pN--lJ fi'Oa \be fUllJo all4 a fiV 

••• ret 1~• ti'Oa trlen4e. Sbe la 110\ al l awe4 .., real oon\aot 

vUh tboll wbotl ebe \blue of •• her frlen4e. .Ul tble pu on 

beblnd pYbllo 4-.one-.atlona of reepeo\. 

•u h UD4ernall4able lJI ._.., terM. fbi tullJ oUqa 

to the 0.Ders1Uel110 and \rlu to ftl'l'oun4 llU, for 1a4ee4 wUAIIIC 

bla they WOII14 be poverl•••· ~' there are Y&I'J 41ver•• toroea 

workln& 11poD hla to alienate blll troe the tullJ. 'rbe tullJ 

vlll t17 to a\Nq\bell 1helt - h 4oln& 1 0 - vltb reaoU o111L1'7 

an<l atron111 0011Hnat1ft IJ'OIIPI 1n f oN1111 oo1111\r1ea, wlth the 

bopo of pUlnc ,,... tbue IJ'OIIPI a11pport to keep thea 111 power 

u all DlhnelblJ etablllalq foro• ln Olllna a n4 one wlth wbotl 

I YOb fDI'OIO &ltroa4 ... WOI'k o 

"S\ronpn of all the oppoelftl tor ou 1n Chllla 1• ot ooW'aa, 

the e-1•\-ap'al'lall voup. I oall thH t he\ tor tbl7 are parUJ 

••-lot Ul4 pal'tlJ I*NlJ poJM&lar an4 &lftl'l•ll· It 11 a pl CJ 

Che7 baft M4e 11 11 ea•••• ter tltl people'• VOUJI would II&,.. bean 
1\rlnpr vl-..t till pellUeal lllplloa\lon• ot •-"'-•· ht lt 

llappau4 tba\ , .... •-l•U were \be tlrat ln China to taltl 
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op tltl 1&1111 of till PIIPll and tltiN baa bleD all 1Dnol4allll 

OOM&O\lOft Ill'- tbea. file 41Yllllll llet-11 tbe 0--11\ &lftl'laa 

II'OIIp aa4 till PftHIIt 1'"..-11' la v ovllll oonatutll 411JIII'· .,._ 

know \ bd Cblaq-lal-ebek blUerlJ toll_, o-ll•· I U .,aalt 

u uu-o-ht of tile &e•po•• &ye, aa4 r•t I feU \Ill kUlU. 

ot tllolaau4e of JIMIIII •• and. -• 111 tltl - et •••-·aJ•• •• 
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u bl.aok a ataln on ~ Eal-aiMk an4 llla rorlM •• tiM parp 

vu upon l!t.:..'.ln. ._ of t••• 7011111 pooplo "'" oo nlau, •-

Jolna4 tho oo-nhte booanl& n vae tile ta17 cro•p tiMt protoaa01 

an4 praotloo4 a real 4oaooraoJ. Jut •- ware wboll7 lnnooont 

an4 nan lporent en4 4lo4 wltbout kaowlac wt1J, l •• toaolllq 

111 a pYtnMnt ulnronr ln llanklftl 4urlac tbooe r•an aD4 lt 

vea .. rr terrlb~ baft tbe alaoat 4allJ 0001U'&Doe ot lo•lftl 

•- J OI&AI poraon• wbM l I!Mw, Vban l oallo4 tile roll, al.Mat 

al""1• •-• 414 not .. ..,,r, aa4 wben 1 l ooked liP l lfOIIld '" 

rln• tlle alp ttr •-o• ell& wta1ob •ant, •~e Ilea bo•a klllo4. • 

It t be7 ware laprlaone4, I oolll.d -U•• pt tiMe Ollt d leaat 

tor lona onolllb to oaoapo, 'blat ao onan tharo waa DO SaprUo~Weat , 

A JOilDI un or -A, alUlnc at b1• a .. k 4olnr bla boMworlt, 

would bear the door opoa boll1n4 hla, a 1111114 wolll.d bo lal4 on Ill• 

eboul4er, and lD t• alnut .. be woa14 bo dead. toone llal-llac 

••• urr1o4 to Clalalll alJ'eaCI,J at tllU UM an4 1 'alW&J• tlllnk or 

tho" JOIUIC pooplo wben I look At ber, nan todaJ. lbe .aet ha'ft 

b-. 
•1 RPPO•• n •• all neoanerr to tbe rlH of power. 

ht tile poeplo Mft .. .,.r forcoU•a an4 wlll ne•er forpt, aD4 to4aJ 

tbe lilptll JIIINto U'FIIf'o wbloll l• tile ..-ulat-apo.rl&ll ....,, do .. 

not to .... t. •a... Gla1aac oeaplalna that tbe7 4o DOt oM7 order• 

ti'OII Olllanc nlo11 .,., want to 4o eo. 'lbe rouon la that tbe7 are 

oonnutlJ 011 pal'd. lt t1M7 o'lloJ tbe7 are atrald that tiM7 w\11 

&lWDJa tie or4ara4 to .a. treat aa4 to tile ••t ...._. .... , plao• • 

eo tbat tbe7 wUl llo 11:111•4 ott. 

Regraded Unclassified
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•lilt "•" are otber toreoo aho apln•t tbo pre-t 

dJNIIt1 and tbeH 1111'0 IIOt llnlle4 WUb fD &&loa, fbero 11 a 
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People '• ,.,.., , 11114o liP of , ....... •• all4 -•· - of w111oa aro 

aot uallJ' 111 tbo pre•oat pw..-Rt all4 WOI'klJIC 1a tbo lltaftaa•, oto . 

lbl• part7 l• •Ull ratber Horot, aUbeqb lU uletenoo 1e kaowft. 

lilt .. ., of tbo 10UC lnMlloot111111, vbo 4o 110t 11'10 noar ~ltln1 

at all, to a'f014 tbat 10'"1'8MIIt ooator MD rotlap 111 tbe pii'O'fl&IO 

ot lwansll, vbo•o p'Nraor 1e a '"1'7 lllloral ..a, llo10ftl to llbat 

'b8' oal1 \bo Poop1o'• Part,. 

,,_ ol'fll war, lf tboro vlll llo a ol'fll vu attlll' tbo 

pruent var, vUl M lllltwea tbeH I"•P•o tho two poptalar o&ll 

onu probabl1 unUlllc apln•t \be proeoat p n ..-nt vtalob la DOW 

••1111 •••v.rtbllll lt oan to ooooo1ld&to lt• po•ltlon both at hO .. 

an4 abroa4 la •1•• ot tbo _,AI ....... 1. . 'lbo PHp1o'• Par\J 

'icN14 probabl1 aooopt OMaac aloao but DOt tbe otber• 111 tbe IO'f• 

lnMIIt - partlftlarl1 Mt tbe -..np. 'lboro alp t llo a ooaproaloo 

aado botwoon U. Poop1o'• Par\J all4 tbe oo-let-avarlan par\J. 

ht DOtblJII vU1 llla.,aa 1111t11 anor \be •r an4 all an 4oteralno4 

on tbo - tlalJII ~ o1Wloat .... tile .Japaaooo. Poaoo vltb .Japaa 

alp t llo _.. 'lit' -. oallt .... pw,_n, lt U toU tbat U• 

IUUUOII VIII M .. UIIII'lOIIO at beM tbat U .... be'" OIIU14o 

111pport all4 Ullo ~ 41A DOt •- troa ••• or alHvbon. 

1Ap111ot ~· poUU•1 lllaoqa 01111' tbe ,.._, •tro• of 

llto 111 Oblaa .... oa. lblo Uta U tbat of a ,.ep1o Mt -~ 

4tpon4ont 011 LIIF .. .,.,._., tor 110 ...,.,_., ba• 4oae ..,tblnc 

-b to.r tboa, a114 tblo proHIIt - l• oor\alal1 DO oaooptloa M 

tbet, !ben lla• .. , Moll LIIF ._... oftort oaelo tor tbelr ft1fare 
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er reuet. In Olllullkl"' 10• vlll lie lhova a- 1004 wrlta -

orpballa,.a, a taw boapUala, eo• eoboola, a taw oooperatlY ... 
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fbt•• are oleo 1n •- o•ur elu .. , an4 1a a ftrJ 1 ftrJ tew "'111111 

4lltrloU. a.&t 'Ulq Oblaa b)' all4 larRe 1 till people taad tor , ... ._ 

••1•••· fbe war t•aelt baa etea411J beo ... leea alld leaa a people'e 

var. !be poJ)IIlar blllgM wae at tilt talllq ot Banltow. r..- tllto 

on t here bat been le .. alld le11 reoopltlon or tbe rlibU w tilt 

people all4 1114 .. 4 \Ure la IIIOW a IJ'OWlJIC UlldenaJ ln tilt IJOftl'lllltDt 

t o 4llore4U VIla' 'lief 4o ~ IUI'I'llla varrare, e,o, fbeJ 

go oo, t heJ etlll do vba' 'lief O&D acalaa• tho eoo.r, bu' tt 11 

outelele tho ooknowl~ reolJI or warrare. 

11 v1eb tbe' 1t 10• wen' to Ob1na 1011 oollld ,., to know 

tile real people . tbef are eo ,....,, eo oaltl, 10 plaln and 10 

bran . W, taUb ln poople 1t oone•antlJ renewed beoauH ot wbet 

I baYe OOiltlliWillJ lleard olld Vbat 1 baYe 1171alt Men Ot tilt .., d 

tbe plata Oblaaeo people ba"fl Uftd and 41a4 ln tbll war. 

A wbole MV eptrU ba• •- up. taka tor a.a .. p l a 1 thl MW 4raM • 

I alka4 •a•••o Oblaac allot&' u ud 1be ltllaw aotblJIC ot n. lbe 

bad .... ,. ,.,.. IIIU'C tho - ot ~- ot till lloctlnc ttcun• la n . 

Ill' tlt,_ ......,. ., 10""1 ... aaCl VOMil ... , OJt troe lbaqllal 

all4 len till tMatrea tlllll'e to 1'0 alld plaJ tor tilt eoldter• all4 

toueo tu pooplo. fboJ tre•el1e4 ttltb tilt oold lare, thl SJ'OIIJ>I 

loathr10c tbo-lftl all Oftl' t1ptlq Oblna. tbeJ llYad wUb 

peuantl IUid trenlo4 vltb tilt a..-,. tboJ ate .oldlel'l' tare, 

•ora etrae Mn4ola aact blM ootton paaaa11U1 p_., baYlnc ool4 

1111 t her 11a4 ao 01 to npport ,..._oal•... ftlalr re11•••• thaJ 

POOle<! aact doled ••• at tilt rete •t tbreo 4ollal'l a -tb a plaiD 
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Juet tor llall"ffltl ud to btl1 Nap, - of the• told ••· n.7 

pla7ed lftl'7 da7 IUIIl l'rei'J Dl&bt for \he OOIIft\l')' peopb u4 \he 

eoldlere, ancl a new 4rula 11'0lft4 ln the prooau. 

'fb••• 7CMUII people bad lleaa tralMcl 1n tbe or\bo4o.a 

theatre, botb ol4 aDd aew, a ,..., ll&btla art, vbere the Uttlna 

ot an 171brow llacl a •anlna, IIbera an17 petlll'a wa1 Uudlad, ~n4 

the W&1 a tea-bowl wa1 put dowa oarrled •anlns. fba7 toWI4 tbd 

euob 1ubUaUu vera not appraolatad b7 plaln people an4 tbe7 put 

tbla aa14e, and basan to pla7 1n •l•ple broad realla\lo atrokal. 

!he7 round the\ .. D an4 WOMD wbo faoed deatb IYtll'J' 4&7 wanted 

reelloa, not eopb1a\1oated fantaa1al, aD4 \biJnplaJad on tbalr 

1tage1, wbloh vera onl7 \braahlDC floorl ancl •111.,. ooaaon1, tbe 

Unci or tblq wblob the peopb were ba<r1q -. lln through. !h17 

learned what wol&lcl 1101'1 a orow4 of aoldllrl wbo bad taoad daatb 

todll)' aD4 vol&ld fua U apln t•orrow, and wllat wollld ooatort 

and lndprata a pollt of ~ folk wbo d14n't know vbat the war 

"al about. Ol&t of tbll bae s r ovn an ex\Norclln&l')' popular theatre. 

It 701& wol&ld 1111a to Met one of tbe oblat ao\1'11111 or one or 

tbna tro!IPI, l vOIIlcl Ulta to 11DC1 her to 7011. 8be 11 1uple, 

1lnoare aD4 pod, aD4 Ml of a pnU• foroe wblob 11 antlral7 

Cb.lna11. 

1 11J IIDoWledp of the OblMH people aa I ban l11'a4 

a.o111 till• all ., 1lfl 111'11 .. tba l&bol\ oonflciiDOI 1D tllaa a1 

a llaUon. 

10 on, a peat people, praoUoal, ~. de.ooraUa lD tbalr 

aOUODI aD4 fllll.JIIIo aD4 \beJ Will dl1'elop a reallJ 4-raUO 

S01'1.._11t, !'be7 ool&l4 Mt 41~lep ...., other k1JIIl, 
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1 I tol4 7011, 70U M7 ......... , \bat the7 are 10 -h 

lUte ua, an4 7011 woa4ere4 at that. I bow the\ the tl'a4Ulon tbat 

vt han 'bll1U up about tM. haa 'bean an opera 'boutte eort ot 

212 

tblng - U la enUrel.7 taleo. fbe7 are -.e4 vtlen tbe7 11e u . 

Tbt7 are ao plaln, eo heart7, ao wholeaOM that the7 oUIIIot I.Mclna 

wnere we sot auoh aotlona or thea. It la aa thoucb tba7 ware 

t o thlnlt or ua aa ov roNnoaa portra7 111 la tile 18tb oeat11r7, our 

falnUng ladle1, 0111' pUter -paUar talk, ov falll aoral a, . and 

all that roaa e4 bone7111ollle 1ohool or aturt and non11enae . !be 

Oblneae a.re 86. rural - that doea not •an all tar..ra, but wlllall 

folk and taall t OWD folk &a4 taraera - a l l people dependent on 

tbt land. About ten peroent are oU7 people, &a4 about tlwe pereent 

lntelleotuall - that h, people who ban aUber been abroad or 

have ~n e4uoate4 bf to .. lpra or t oralgll-tralned Ohlneae. !be 

bulk ot Chlu la real17 Ob.lne11, an4 U 11 tb11e vbo a re aoat 

H ila 111. the7 lon a beart7 Jolla, tbe7 lowe goo4 food, \be7 enJ07 

obll4ren and ~ M4 80\lon plo\llrll and tha tbeatre, ttw7 are 

not 4aeJ17 rell&lolll IN\ are 4aepl7 .oral. !ba7 lo•• hOaa and 

fullJ llte, ftl.alJII t11111 &boYI all 1111. the7 oan a ot un4are 

atand bow U 11 \bat w1 \al1rate a oon4Uloa ~~blob allow• tor 

lllas ltlNo7 of ohl14ran. In Cblna no ob11d la 111aa1tlNta. 

People wCNlA oonal41r u wlollad. Oonollblnap haa lta nlll, 

but the7 tblAil lt 1111 1...u ,.._ lbl 171t .. whlob oatraolaaa 

tbl IIDNrrla4 80\bel' all4 11w ob114. 

1It 7CN p to Clbllla, l hope 7011 Wlll llWI pal'tlOIIlar 

bead to the plaln people 7ou "' aOIUI aa4 101111 Oil lbl atreatl 

lou •111 'be IIIJ'I'OUA4a4 wUb tbl OM per oaot wtlo aN waatarn 
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tr81ne4, bu\ pleaoo re88~r boW tow \he7 are an4 look ln\o \be 

t•ou of tb8 real Oh1neoo, too. I hope n1r1 1111011 701& •111 aek 

tor opportWIU7 to 110 lnto OblnoH oi"CMlo. !M7 wlll be poor an4 

41r t7 Ju•t aow. lut "W7 wUl odoh frM 701& a\ onoo 70ur trhn411-

nau end twunnooo en4 that wlll Mall eo III&Oh to \boa. 

'You w111 be ..._rdo4 an4 pro\eotod oone\an\17, ot oourae, 

t or \ be Oh1n111 wlll be eupereena1UYe \o 70IU' aate\7 an4 welt~~cre, 

but aUll U h qu1 w rlpt for 70u to aek to oee &IIJ\blnc an4 

anr one. A au••• ln Cbina baa \ha\ rllh\ to ezpreae h1e own wlab 

to an extent •• 4o DO\ 111 our OVII oountr7, where tbe vlahee of 

But r ou ooul4 aek, to 

be taken out ln\o \be ooun\1"7, t o eee e 1ll ... a, t o eee boH 

1n4uatr 1ea, to oee \be ooop rotbeo. I bope 70U would ult to 110 

to !:!:21ft& an4 aloo to 11antu, two "1"1 41tterent o1tlu. Olancklnc 

11 a polltloal oenter, lllMlnc 1• a11 lnwlleotual oenter , Obeft&\u 

11 a a1aa1onarr oenter, 11antu le a people ' • oenter. 

1M1oo1onarloo are coo4 people and nearl7 a l •AJ• vell-Hanlnc 

per-•, Mt u.a1!7 ratber lpora~~t or \be real people. !M7 

\1114 \e lln too -'l 1a tbelr CIW1I o lrOl e ot AHrloan Ute and 

Wl\ll •"'lldaNo tee Jalab allon tbe people . Aok • alulona1"1 wtlat 

\be people Oft tlll'•"'"l• vllat tbe7 are 1071111 1D tb8 \eaebopa 

Ito, U4 be vUl ... a.v • .AMwo all, l et • 11n 1•• wrnlD& 

ap 1nn \be a1oolo11U7, •uJt'DH, who boo a11 eell 1AtliiAinoe, 

tbo Ohlneoe bellno, enr w•• Ohlalll an4 nen \be Oellaralledao. 

the Oh1neH, an4 tbeoe _.. all ClblDeH, 1 thlllk, tor l han 110'111' 

bev4 a Ob1110oe epoak wll of hla, oall hlD \be llaopu\lll of Ohl•· 
h a lloHr delftO thlo appUeo to o\lllr alodonarleo vbo 11oft 

•••• ... 
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~••4 Ma~'e Obr11\1an1t7 \o .. , 1n\o ••r.r 1ntluent1al po•1t1one. 

the Cbln••• a~o•t w1\bout aaoapt1on - 10 t ar a1 I know, wl\bout 

uoepUon - r .. en\ tbua per•on•. 10M ot tbea AN 10011 enoqh b 

tbla .. ln• and beU..,e the7 &N do1nc Oo4'• work wbln the7 per1ude 

tho•• 1n hlgb plaon, but otblre, be1nc lUU• Mn, are putted up 

b)' an7 power \be)' haYI oYer. Madue an4 her hueban4, 

'I hope 7011 von' t be put ott b7 a laolt or aanuauon 

ln Cbl na and b)' eoae tlrt - I aa atn 1d a goo4 deal - bJ naked 

babl .. and tnnltne .. 1n bellaY1or. lien will vlna\e where u •••1 

connnlent, and oalll or nature are not h1n&, the Cbln .. • *u! 
to be aahued ot. 

and 1t 11 OnlJ aen Who IN IIDOODIOlOUI Of \be.. \hiftCO • !be 

franknele about natural neoeaelt1el 11 oounterbalanoed b7 a flne 

dtlloao)' between the ••ze1, whloh t or bldl aDJ tull larl\J 111 

~bllo between .. n allll woeen aAd 1n4Nd a fti'J a<l'al vblllloae 

attitude towar4 tbe vbole •tt•r. aut bJalene \be7 ban not, 

and tor \hit r .. 1011 U 11 ea\NMlJ 1aportant to w .. b \be ben41 

wlth 1oap and bot va••r and better 1\111 d1alnteotant before 

eauna, a1111 to anl4 1117 rood wbakYer, ann 111 the beet ot boll ... , . 

AMrloan or OlalMM, vlalola 11 ool4. Dr1JIIr. no llftbolled _,er, 
!ea 11 alwar• aate, tor 'bt water ln tha' 11 alwar• bolliA. I 

llnd ., llte \biN pert1atl7 vall, niYer ba., 4i1•n••r.r or &117 ot 

t he 11111&]. \rop1oal 41MaMI, lln4 ott \be oountr.r vblle. uanlllne, 

b7 the .. elaple rulel. A114 ap1n U ll perteo\17 pollU tor • 

1111 n not to ••• eni'J\hlna 111 Ch1na. 

4ello1ou• 1114 coo4 1114 tbe Oblna•• \bealelne eat •~•• anUNlJ 

bot f ood, bart .. leuae4 ,..._uoallJ tllat tbo .. wt1o do •taJ well. 

... 
"' 
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fble •••DI no aal •de, no raw ~Ue. a.w ~1t• ou be aataa 

onl7 tr wulwd t1r n All4 tben peeled. 

'li•Joll4 th1e, JOIU' own aatllftl bebaY1or wlll oari'J 7011 

,.,.J7Vbel'a. 'nle7 v111 loYI JOil ud adore baY1111 JOil there. t .. 

will be owrwballled wUh attaoUon and raapeot an4 I ou not th111k 

or •111 uerloan who oould do a • auob sood aa JOu ou br go1q, 

Jutt beoau .. 70u an the aort or penon thar wlll llu and 

un4eratall4. I w1•h •• oOI&ld t1114 a aan wttb JOI&I' qul1Uaa 'IIIIo 

oould be Olll' nut Aaba .. ador to Cb1na. I lulow thd Xadama Obtaac 

1a anxloua to hAn •-0111 who lulow• notl\1111 about Cblna, beoa111t 

tbt V&DU to be able to hll ba. lbe do .. not want u ol d 

China band, and r1gbUJ ao, t or tbeta beloq t o a reglM vh1oll 

4eep1ea4 the Ch1n•••• but •be reallJ wanta an •~baaan4or w1th two 

qualltta• - DO kaovledal abo11t tba Oh1n••• peopl e, and wbat abe 

oalla ' powr•, w1tb tbe Pre detent, vbatonr t hAt •an•. 'fbe 

Chin .. • aar th1e fNDklJ• 

•wall, tbat 1• bea14• the po1nt, Juat now. What I aa 

\I'J1DI to NF le tbat I hope rou oan all4 wlll aalr. an4 •••• ~t 

215 

7011 oaa DOt -t, plala people lll Chtna, beoau.. - ot U.lr 

aqualltr w111 •' Ulrelllb to 7011 aa4 -· or r•~~~'• wUl P' •hnlllb 
\ 

to tbea. lou wUl baYe •• han tbt• 10 a1D4, thoqb tor •'IIV-
vtea JOI& will lie eo t.ri'OIUI4e4 thAt 7011 oould o- a.., whlloat 

&nJ tdaa or tile real people 'IIIIo an Cblna. 
• 
' 

people, 

people, 

1 All ln all, 'be •"'look h bard Jun DOW tor the 

and 1t 7011 oould llpttr rour h-D 1nt•ra•• lll all \ \' 

U volll4 •• •• Olaln .. • bepPJ. 

• 

10Da o1 'he be•t thlftct Wendell Wlllltte 414 lll tile tJ•• 
or tbe Ohln .. • people •• to aalr. to ••• Oholl lnlal. !Ina*-
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11110 bad no lnteraat on a~l•• apl)ftalah4 tlla faa\ tllat one 

11110 414 not belanc to tbe so.,...-n, .,,,. wu uown liJ u 

Aaor1oen. 

'I •ucsen the tallawlna lht or pereona wbOII 7ou woul4 

like to ••• snd who•• ra.arka JOU aoul4 truat . tbe7 are pereana 

or YarJlns work. 

Obou £nla1 - offlolal ropreaentatlft or tbe ao..unlat­

a,rer1an croup - a ftrJ tlnd aultlYate4 .. n now 1n Ohun«klna. 

Dr. OhaJic Po-U.ng, toNer pr .. l4nt at llank1a OnlftrlltJ, 

and on• of tbe craat eduaatore. low 1n Ohuncklng. 

Dr. Robert L1•, tbl .an who .ar e thAn allJ other hal 

dono llerolo Mdlaal work wUb Chln•'• wounded And refuse••· 

Rewl AlleJ, an Aua,rallan 11bo orcanlae4 tba In4uatr1al 

Oooperathoa. 

Blebop Hall, tor~~~r Bhbop or Bonakonc, who ll • 

tlno, 111141rabadlna bon .. , Anallo<AA bllbop . Be ll probablJ lo 
I 

It JOU do p, I lhall hOpe tp Mo r ou betora rou j. 
and brlnc to ,_ anenUOA - .ora detailed aucpeUou. 1 

• • • • • • • • I 
I 

t 

\ 
I 
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vbo bad no 1n~r .. t 011 oOIIJIIlllh• appMo1do4 the tan tba\ 011e 

vbo 41<1 not be10ill to tbe pn~nt •eat• vu ltllown 'bJ u 

._er1oan. 

•I •"'P•t tbo tollonnc un or poraon• wbolt 1011 woald 

lllte t o ••• an4 wboeo re .. rka 1011 oou14 tl'llat . !her .,.. poreona 

or ••rr1ng work. 

Obou Enlal - ott1o1al rapreaontat1YO or the ooaeun1et­

agral'1an group - " fti'J tln4 0111Unte4 •n DOW 1n Clwncklng. 

?.16 

Dr. Obanc Po-11ng, tor.or proa14ellt of lallkla On1Yere1tr, 

and one or tile ll'e•t od11oatoro. low ln Obllncii1DC· 

Dr. Robert 1.1•1 tbe -~~ Wbo MI'O \ban &111 Ot'-r baa 

done boro1o •41oal worll: wltb Cb1na' 1 wo11ndtd an4 1Ntfup01. 

Rovl Aller, a n Auatrallan vbo orsan1sed tba In411etrlal 

Oooporathoe. 

Bllbop Hall, torMr 81abop or lloncll:ong, vbo ll a 

tlnt, 11114oretan41ns honut AftC11ou lllebop. Be 1o prollab}t 111 
I 

Cbllng11:1q or Cltwnl\11 

It rou 4o p, I eball hope tp ... r o11 before roa fo 
and 'brlJii \0 rour attention - 110re 4o~Uo4 1\ll&eotloao."' 

•••••••• ' I 

Regraded Unclassified



-~ TREASURY DEPARTMENT 
PIWXUMMINT DIVISION 

WASHINGTON 

1'arch 22, 1943 

~ O: .A>ti;u., TO THII StCHE'l'ARY: 

Supple~enting re~ort to fOU of . arch 15, 19~3, the 

fUrchases against the ;;orth African Rehabilitation 

•rogram from larch 15, 1943 to lArch 21, 1943, total ed 

y745, 429 .41, or a total of purchases for the rrogram 

thus far of ~20, 775, 415 . 65 . 

Attached is report giving status of shipping 

abainst these purchases . 

/!%YL 
A. . J . hh 

Deputy Director f J rocure~ent 

"" 217 
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S~II·G .illORT AS Or 
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C \.' . G 1 • .. Tonnage 
~~ Shipped to Date 

Co:::modity 

J,ew "' used clothing 
Cotton riece goods 
Shoea, boots soli!i; 
Refined sugar 
Rar1 sugar 
Foll'dered milk 
Tea 
J, atohes 
Copper sulphate 
Drugs 
Books ~ booklets 
J;ails 
Lamp Chimne;,s 
iiewsprint 
Printers ink 
l acb . finished ~ook paper 
Cordage 6 twine 
Cotton thread 
Chea.i.cals 
Cotton hose 
Nipples, bottles, e3e cups 
Fhonograph records 
Tooth brushes 
.lash basins 
Spark plugs 
Stora e batteries 
Tires, tubes tape 
l arts fer a1..tos , 

tractors t.sr·;ester s 
in ,late 

ro~ · • S. A. 

2013 .75 
5059 .5 
211.25 

4l.;u .S 
1545 
119.5 
171.5 
381.75 

4G7C .25 
6 .0G7 
2 

100 

47~ 
.1 

2 
225 
29 .25 

163.5 
25.5 

4'7 
175 .75 

Tonna&e 
l:nder Load 
At 1-ort 

EO 
47 .75 

1084 .75 

5 

201 

5 
11.75 
72.5 
9 

2 

141 

Tonnage 
Cn .and at Fort 
..ai tin,. ·.~:ssels 

22 
17 

40 
35 

301 
14 

9 
1000 Each 

.75 
7 

203 

Tonnage 
1..l'1 ._oute 
';o Port 

1502 
28 

451 

511 

28 
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I IT. Tonna~e rl., 1 Tonna~e 7onna~c Tonnafe .. 
~ Shin;ed o :late tnder _oad 11 ··and t fort En ~ou e 

COI:'JilOd it:z: . t. " 1 To fol't . ro:n • S. A. fit :-ort .. u u,.~ . ~sse s 

Coal cutters 0 12 
~'ullers earth lq 71 
hire rope (/) 3u.S 52 .5 
Fig tin 60 
Shoe tacks 15 
Babbitt JTetal 1>3 .5 
Steel 95 400 
Horse shoes ~ nails .::6 62 
Gelatin 1 
Paint pigments 11 1.5 
Asbestos sheet packi ng 2 
Gl{cerlne 12.75 
Ca ciUQ carbide 247 95 
Scrap rubber sheeting - 27 
Sheet copper 67 
Brass rods & sheets 118 
Files 45 
Bone glue 33 
Saws .25 
Crick 20 100 
Rubber cement 10 
Lwnnite 30 20 
Light bulbs 4.75 

Totals 21,438. :::17 1918 .75 2856 .75 3447 
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.,.._,. De..,--n\ 
4[)D1v1a1on ot Mono\ary lo..arcb 

.,.,..._Jm.t.u. ___ lt 
To I ll1e a ChaW>cey 

rro•• lliu Kiatler 
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The meaoago ...., tro.namittod orally 

to the Secro"ry by llr. H. D. lihite . 
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O!tieo o! tho 
Dopu\y lliniator 

Doar. lfr. 'llhitos 

Departaont o r l'inanco 
canada 

0\towa, llarcb 22, 194.) . 

I regret very aucl\ that I havo delayed 
!or so long a reply to your kind letter o! Uarch 6th 
but I bad intondod to soo you peroonally baton thia 
and in addition tho proeeure o£ work in this o!tice dul'­
ing tha last !ow week a SetiN to have reachtd a nn poak. 

'tlo want you to know bow 1111cb we approciats 
the consideration given to t be suggestion I made in 
January e>d tha dooia1on you have roached to accept it. 
117 lliniatsr would liko you to erproaa Ilia appnciation 
to llr. llorgenthau in th1o connection. 

I notice the slight JOO<Ii!icotion ado 
in the a~gested treatment of net proceeds o! oecurity 
sales. We bavo no objection to this JDOditicotlon one! 
or coun!le noo.e to the assumptions on which your approval 
is based that there will be no oubetantial relaxation 
of our foreign exchange control nor any tigni ticant 
110d1t1cat1on ot our import policy without prior consul­
tation w1 th 7011 r Oovo11lllltnt. 

I ban already instruct.od our tU.PPl:r 
o!ticero that certain OCIJIEI• roquioi tiono, about wbicll 
negotiations bad olread1 ado eona1donblo prccrou, 
ohould not bo proceeded with. 

All intiJiatod in IIY t1 rot paragraph, I 
bad intended to go to Washington a week ago to dlacuas 
with :rou the detaila in regard to 110plmonting the new 
arrangement. We are oo abort ata!!ed, however, and 
tho proooure is to creat with Parliaaont now in sooslon, 
on lb1get and othor •aoureo, that I !ow>d it quite 
1apooaible to cot ·~· 'l'ha cbancee !or an early trip 
at present ae• .,.r:r ro110te. It 1a oleo true that our 
Mutual lid 8111 hao not yet bean doolt with b:r Porlla­
Mnt, e>d 1t now appears that it will taka tho !louse 
ot ~ ooftral .,,.. wooko to cOI!;>loto tha a.dget 

221 
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Dtbato, the a.dget ReaolutiClllo alld tho conooquont1al 
lopolotion whieb auat ba COOIIpl.oted. batore it con get 
to our llutual .lid Bill and the War APProPriation Bill 
tor next 7oar. 

Again thanking you, 

I aa, 

Youra vol')l t~, 

1•1 w. c. clone 

H. D. 11h1to, Esq., 
Aaaio tent to tbe See rotal')l, 

TrouUI')I nopo>..-,t, 
'lfUbingtClll, D. C. 

222 

• 

Regraded Unclassified



fJ fSf!l 
'I . •~ 
!i If!" 
~~ . ~' 

f 

I ~~ I. 
~ · ,,. . 
f! ~ 
,~ i 
! f 
• 

(!1 ~~~EiJ· i~-~ 1 (1(~,~~ lj , 
•Iff ~iJ~tf'r !i!~ r ff~!.!a~ fi' !l 

., ~~ •fl !!Sfl- I rsr.I}J j e[f• u to 
ILf J~i'IPi.~ •'f ~~ ~~~~r •£( 

.. • .. 1 • • f 4 [ ,~.. ~ 
~ , ... ·r. ..... c. 

. , ,.~,t,·'ila il ! ' '·':1·,, tff 
Uii ·l • fj fr~£'! rf' f .J· J$ 

i! 111r4 ...... ,, 
: ~·i- ---~~~~ ·~·i; l~lifii 'J' ~ tt• (•f · I ~~!~~ ~if . ~·: I 
~ lil cl•el!f t!J'( l!f!J=· I ! f 
1 1·: t :ir ~J i ttl ltt:s i( 'a " 
· il t~~~~~~ II ~ i-~~~f~ fr. ~ 

"if JJr1[·1 ii~~J ti.• iJ fl 
1.tr 

.. 
J 

(n 
!'\,) 
N 
w 

Regraded Unclassified



MAR 6 1943 
Dlar Dr. c:laaea 

I a nlUIII te W1 ,.,. uae ..,. 4ees•ta an c-o~a•a 
o.a. MUar ' 1• I'Mwrw. 

WlUl \be ..... "-o at \aoe \lwt \ • I Mt PI I lJ ~ _,. 
Ml .. , U. ..,..,,_,, ....... ,.,_ ben u ....._...U, • I s... 
dlO&\M "' .... ~ ..... --1'7 ao. C..aftdal u. ., .. of ... 
.......... 1\ . ......... u u. 11P' ., PI'IIIM ~ .... , 
\be JUOrw at pW •• o.a. Mllan as..a. w ......u uab\ ~ 
1J1 ~ ......U be no\ ,_. ._ ~\ IJDO •Ul1• - ·­
~ alleort ll50 auu.. !IIU u fiFM ..w, at ....., .. 
l"dJM\ te I 1•\Seoo 1.1 ...... 1a 1119 alpt"-' ...... 1a U. 
.... rw.l ei'-eu. .• 

t.ar ~ -rill· oc--• "' ,.,_- -­•bi.J _...... I\ - ._.... \o 11111\ - wtenaM ~JiM te 
c..Ma _. • ... \o U. lllld.\M ~- IIIAQ ,_, Jrur tt .... 
...... tilllell ..... U.ir w."'' ......... ~- ,. ...... , Jill··"·· 

&a SIIUaa\M 1.11 ., lat..,. of ,__17 », a ...U.. - telil 
U. ~ ...... a\ Wilalo "• )'WI'..,._.,_ t.r I 'Un1 
Mt PI IIIII iNa -..lt!J aelae· - a-sM.... I\ •\ tilth ,...al 
ftnlw. ._ ali&~~& JMIIlltaa\1- .,. _.., •• - • fte an 1 
- ..,... .,_ u Ula\ In tide ,_,. c..Fa'u Mt 11. 1 • ...UU -

)24 

.f 

.... ,.., -'b .... 1.1 \teJ ... "'UU.. fltl' ... J 
0 
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I. D. al\eo 

..Utln\e .. -~. 

Regraded Unclassified



DR!fiSI\ MOST SECRZT 
u.s. sa:Rr.r 

oPr .L 110 .96 

COPY NO _ _ / _, _ 

IIOT 1'0 Bt: JU:-ri!ANS:AITr£0 

Following for Joi n t St.A f f iollaolon , l'laslll.ngton . 

r!P.liSl A 

Fur tlnr in!'onoo.tio:> r ogan!ini opor~ tions on :>.1st "d 22nd -indicates th·•t !lew Zt>:>.land Cor ps oporo!M! on host tlrulk of !J;.I!QfH position 

M~ by 6 a .c . on 22nd ra:1ched " point cbout 10 ail•• south- >t<>Ot of .iL l!AII.Ih 

tnkinc 700 prioonoru . 

... ! 
., 
"' :D C'> ,.. , ,... 

I 
,., 

"' ~ 

"' :v 
l)l '<> _, 

~ ... ... 
m .. .• • ,. 
:oD • .... > 3: "' m c z: 

~ :D .... -< 

, . 
• 
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BIUf!~H IIOSf SlC~f 
u.s. s<.eRt.r 

oJ>r .1. NO. 94 

• 

.. 
H 

COPY NO --,.-­
; 

·rUNISIA. lot A,..,Y. On 21st onero,y Cllpturod " hill position 

north-wost of DJEllllL IBIOD. A British countorattaolc •me not succcsoful 

llut further ntto .. pts to regain tho position woro !Jeing ooado during the 

ni C)>t 2let/22nd. -
UIIIr£1> sit.rfS SD::TOR. Streng Unitocl Stotca reconnaissance el...,.mts 

IIIOVocl t.owarda IIA1~ASS~ and their infantry ad....,cocl 8 ..Ues 110Uth-ea3t of 

EL GU~rUR. J>rench r.nd Unitocl States troops attockecl hUl positions north 

or t ho SALT LAKES, where th<>re •ere eigne or prepnrntion by tho enoey for 

wUhdr&wnl. 

tiCHJ'II A!lMY. The att.Rck by the 8th Army began on night 20th/ 

21st . Suc~ossful actions bad been foucht 48 houro before by infantry unita 

.-hich had ovorcoma be!lvy Gei'll!lm rosiotanco, ruld haol gl inod objectives •hich 

grMtly assiatecl the 14uncJU.n.: of the tlllin att.o.ck. Initi.U. objectivoo of 

our f orces attacking on the northem flank of tho IIARt!1'H position ftre 

enpturocl during tbo niS)lt 20th/21s t. A br1<16eb.,d wea oetebllehocl between 

the rood and tho ne• . Ouring nat thia bridcehl'\d wao widenocl and ful' thn 

defendocl localities were attacl;dd. By the o>Ominlo of 22nd ..o bad secured a 

bridgehead •hich inoludod territory """~ M el •outh-oaot of ZARA'r (S mileo 

north-enot of r.AR..'fH ond 2 miles fl'OJ:l CO<lat) an<l h<\d plercod all or{lanl•od 

dcfonceo on thd t\AlWJ'H position on thia £.Lank. OprJOsi tion •n•. v&ry n tronu 

ll!ld hol\vy f1gM1na continu<!s. El'l""'.l' oRaUAltioc h• vu beon coneldcr4blo Md 

Pe h~v• takon onny prisonors. 

~ , 
t. t; 

\ 
• 

' .. 
<j, 

·;;. 

~ ~ 
~ 

\ 

. . 
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BIU'l'ISII 1!051' SECRZT 
u.s. s?.cR~r 

o1•r..1. uo.22. 

t¥JP'f'IO 

j 

... 
, ~ 

---

Intoma~ion rocoived up ~ ? a.m. 22nd I.So.roh, 1943. J:t 

Qno of H.a. Subolar1MS poltrolllnc otr l>OO'I'H.ml FR..lCE boV'eon 
lOth MCI 13th eenlt n 2,000-tOn ship off 3~£ and sh~Uocl nnd s. nk •- tuc Wid 
a lighter off TOOLOH wl e ee.Uing vasaoU ott VIIJ.OFRIJICIIE. Qno of H.ll. 
IUn> Swoopin;: frr ... lers shot do·m on• out of olx a1rornn l'!dch att<o.ckocl Din• 
owoopinc tlotill< off ~.z. 

2. llli.If•RY. 

IVNI~·lA. Eighth, l<l'Cllf. Qpvra ~inn• llgt.l no~ t.h• onelll)' •or<; rosurtod 
on 201.11 . Flta~ Anti/ . ln tho Southern Soo~r 1111Hod St.'tod Forcoo continuo<! 
their adv.nco >\nd by 21st morning had c•p~urw t.hu v1J.'L:'6o Md ol.l.tion of 
SillllO. , 

J1(ffil,IJ\_,_ lo!AW PUllNSULA. f, Unttcd Xln(ldOl'l Brigudo with ;1 Indilln 
ll<'l~l:nlione lJ'UnCiiod an "tttck agu1not un~lll¥ pcGHionn north of OO!Illt\!K on 
tbo l?t.h Md 13th r.hich ttr.o cc.inl.Y succoosful , 

oeeupi.ld 

J, .\IR OPclRATIOl!S. 

17th. 1be Kacbin l~Yi·.~-O Mlo h~vv ro--foM-...:d h~'fv 
1\N; poltrollinc aoutmMJ-.!s. 

l)r;!f.:AN FroNT. 2lut/22nd. Whirlwind Doab.ra a.~t,ckod thu vi.l.duc 
at MORLIIIX and cldll~ 3 hits . 

TU!IlSit.. 19th/20tll. Jtl Wallins~na bonbdd onoey cloncontrtltiono 
in tbo !Ao,Rr;Of arer.. 20th. 162 LiebL ond lhod lum 8o11bor Sortioe woro mndc 
"8"inot unelll¥ pcsitionn in tb• LIAntrH !\NO nnd cone ide,.,. blo dllml\gc iP boliovod 
~han .boun cnusjid. A r .... on>ley fightura llJrO r;\ot but nnti-r.irernft i'iru 
r.na h04vy. EL IL\IIIIA &1rf1~ld (18 111iloo wout of GABES) vne nttllckod by 36 
Unitud Gto~e l'crblll"kD (P.40), l':n<l:IIY "''aua.LUoa - 1, ), nU. Ours - 4 , 
nU, 1. / 

SIC!Lt .'.I!D SOO~I!e Ul,!,J. 20tll/2lo~. Intnod~r airen.n frrT' 
11.\Lt:. doatroJud or di-Alj!:!:d lloc.-tiv~• r.nd atta.c~...S Good~ ynrd~ c..'ld 
INChu\icd tr.>ru~pcrt. t'uat of m.P.JI n ahip, bollov.cl dostroy"r, liM lli t 
viti> t>~o ~rp.wlo.10. 
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TREASURY DEPARTMENT 

INTER OF'FICE COMMUNICATION 

::ecretar y !Jor t;enthau 

l r . Odezard 

DATO !'arch 23, 
1943 

Attached is the script of ~ho pro.:;ran, ' arc'1int: 

to usic , 11 
1·1 ich you as.:ed :ne io inquire ab ·u t last .:ee::. 

\ 

/ 
?28 
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MARCHING TO MUSIC D-57 

March 17, 1943 

Talk: 4:10 
Music: 2 musical numbers - recordings or live 

music. See liat attached. 

MARCHING TO MUSIC! 

NARRATOR: "America, would you like to have your fortune told?" 

someone had said that to the little clust er of states 

Atlantic , in 1774? "Boston, little village of fif teen thou­

sand, va1ting for the enemy fleet -- would you like t o knov 

:35 there 1 s a happy ending?" Strangely enough, one man of 1774 

could have told you --be didn't gaze into a crystal ball -­

and yet, John Adams knev •.... 

OUT) 

"America, I see men talking in secret, and from their meeting 

vill spring your liberty." The general court of Massachusetts 

is mee ting secretly to elect delegatee to a congress or all 

the states - - outside the locked door, a British officer va1ta 

to dissolve the court. John Adame, young lawyer of 

Braintree, is one of the men chosen . That night , 

aa he writes, he looks ahead: "There 1a a new and 

(MORE) 
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~ARRATOR: (CONTINUED) grand scene open before me . " And he knev that it 

led to i ndependence for the colonies . "America, r see words 

upon a ehee t or parchman t, and they change your whol e de 8 t iny . " 

In the July heat of 1776, the Philadelphia congress rests from 

monthe of toil and talk. And they sign their names, soberly, 

2:00 

or vith a flourish, to the Declaration of I ndependence . John 

Adame eigne, and again he looks ahead: (IMPRESSIVELY) "This 

day v111 be celebrated by succeeding generations as the greal)o'". 

annual f estiva l . It ought to be commemorated as the day of 

del i verance •.. it ought to be solemnized with pomp and parade, 

with ehova, guns, bells, bonfires and i lluminati ons, from one 

end of this country to the other, from this time forward for­

evermore . 11 Those salutes and shining rockete - - would they 

come easily? No, John Adams saw the endless struggle, too: 

"I am well aware of the toil and blood and treasure i t v11 l 

coat us to maintain this Declaration, ye~ through all the gloom 

I can see the rays of light and glory -- I can see that the end 

is worth more than all the means . " 

"America, I see you grovn s trong, end great, and wealthy." 

"Our people," John Adame said to the poor, var- torn states, 

"our people v111 1n another cent ury become more numerous than 

England herself ••• and the united force of all Europe vill not 

be able t o subdue us!" 

MUSICAL BREAK No . 1 

liARRATOR: "America, I see one of your great men dying." The bells vera 

ringing, the cannons sounding, on the day John Adame made hie 

las t prophecy . For the Declaration of Independence vas fifty 
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(CONTINUED) years old, and from the Atlantic to the 

Mississippi, America rejoiced. John Adams, at ninety-one, 

l istened, and spoke frOID his bed: "it 1a a great day. It 1s a 

good day ." A few hours before , the orator for the celebration 

at Quincy had asked John Adams to propose a toast for the 

gathering. "I will give you," said old John Adams, 

"'Independence Forever'"· The orator hesitated -- only tvo 
.• 

vords for a toast? "Would you add anything to that, sir?" he 

asked . "Not a word", said John Adams firmly . And on that 

Fourth of July, as John Adams breathed his last, the cr owds 

Quincy cheered and applauded his toast: "Independence Forever! " 

If you could have looked ahead to 1942, John Adams, vhat words 

would you have spoken? -- if you could see the planes roaring, 

the lighted factories, the laden trains if you could see 

your country working, fighting, day and night, for freedom for 

itself and the wor ld -- wha t would :you say? The vords COlDS 

firm and unyielding: "Independence Forever!" 

MUSICAL BREAK No. 2 

The music fades, John Adams' words are said -- they will con­

tinue to be said as long ae PreedOID "shall not perish from this 

earth" . This 1"----:---:-=-==--speaking for all of us who 
(NARRATOR ) 

are MARCHING TO MUSIC . Tomorrow ve bring :you Johnny Pitch 

the 
1218

n vho went broke -because he loved his country. 

UP AND OUT') 
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TREASURY DEPARTMENT 

INT£Ro0FF1CE COMMUNICATION 

OATO llareh 2) , 194) 

TO Secretary llorgenthau 

Follmd.rg our telephone conYoroatJ.on thio 1K>m1ng, 
with reference to !'eM;' Roll • s article in the N.,. York Tillles, 
I telked to Ill' . Sproul and made t1lo opecitic and de fl. rd. te 
r equeata : tl.rat, that publ.icit)' ahould iaaue in tho n&l06 ot 
tho \l'ar Finance Comd.ttoe; and, oecondl,y, thot llr· Sproul 
should be 110nt1onod as the loader of tho .,v.,..nt rather 
than Perry Hall. on both scores, 11r . Sproul understood, 
agreed ard promised cootrol. 

l'Urt.hor, to a-.oid aimilar contusion elsewhere, 
we are putting out a release today to &11 Federal Roserno 
Preaidonta and through them to all people handling publicity 
at all l ovole down the line. 

?.32 

Regraded Unclassified



Uli!UD STA!I!ZS !'RBA.SlJliY WA.a PIJWICJ OOIOa'M'D • 

:atlLI.E!III 
March 2J, 1943 

Preo1dento, loderal Reaorvo !an~: 

. I want t o report to 10u on the extremel1 encouractng meeting vo had 
bert Saturd&7, Ha.rch 20, vlth ropreoont&tl.,.o of all the iii]>Ortant 
novopaper aoooc1nt1ono of tho countr,y, Thooo attoftdlng voro V&lter N. 
Dear, Prooldont ot the American llovopaper Publioboro 4ooociaticn: 
JohnS, lnigbt, Vice Preoldent of tho Aaorican Sociot7 of ll.vepaper 
lditoro: Baoil t, Valtero , Socretar7 of tho Aaorican Sociat7 of 

233 

llovopapn ldltoro and Preoldont of' tho Ha.nacing llcUtcro 4oooc1aticn; ll. a. 
!bolo, Prooidont of tho lational lditorial Aooociation: A, C, Bwdnutt, 
J-ret14ent ot the Inland Dlt.1l.7 Pre•• . .Aaaoo1at1on: o. G .. ..&.M.rewa, Prelid.ent 
cf tho lov lllcland Dal!J' llovspaper AoooclaUon: Ch&rloo P. llaAohip, 
Preoldont of tho Southern llevspaper ~bllohero 4oocclatlcn: and Craooton 
V1ll1oao, General llanacer of the Aaorlcan lovopaper Publlohero Aoooclatlco. 

' 
Utor a t alk b7 tho Secrot&r7 o>:plainlnc our progru for tho drln and 

a otlaulatlng talk b7 General Marohall, tho publlohoro vent lnto conference 
and, atter•tholr aeot1ng, plo4ged their vholehoartod ouppcrt. 

Tbo7 termed themoelveo lnto a opocial ccoe1ttee called tho Allied 
!levopapor Council and over that nuo oent an urgent bulletin over tho vlreo 
to the lditor, Managing Editor, and Advertioing Director of overT newspaper ... 
in tho eo.,ntrJ aoldng their tull oupport. • 

It vao decided that on Aoril 2, a vlro fro• tho Socrot&rT vlll I!' to 
thooo ooae novopaporo &dv1oin& thea that a reprooontativo or tho drive io 
their diotrict v111 call on thea and aok not onl7 tor editorial oupport 
but their aoolotanco 1n '"""'1ng oponoorohip for Var !cod adnrt1o1ng, 

A cop7 of tho Socrot&r7' e vlre, pluo o~~«g~otiooo ao to Mk1ng tbeoo 
local lltvtpapar contacto, will be oe11t to 70u v1th1" tho ooxt fov 4&7•· 

Ve look tor a h1&ber degree ot aupport f roa nenp&pere tor thia dr1Ye 
than vo had in tho loot, 011d that vao eonoidorablo, 

st .. art Poabod7 
Head Advortloing &pociallot 

Oopy to P\1blici t7 Diroctor o 
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TO 

TREASURY DEPARTMENT 

INTER-OFFICI COMMUNICATION 

Secretary MOrger.~hau 

1'11111am II· Rol:bl.ne 

DATt March 2J, 194) 

We have arran~ for a ao-ealled •closed 
cireuit• hookup rn,er the tlree National lletworka tor 
fifteen lllimlt.es trot:~ 1 PI! to 1:15 PV, Eaat.ern 'ICar Tt=e, 
Sa~, April lOth. '!he purpoee ot thb hookup is to 
pr<nl.de a lest IILmlte rall;r for the workers who will go 
out on our bond-selllng capa1.1!1'8 acroaa the country 
the tollanng l!Onda,y rooming. 

I have asked Mr. Peabod.7 to work up arrange­
.,.nt.e for this ra~ with J.:eaoro. Graves, Gll!llble and 
Buffington and I hove also asked l!r. Peabo~ to report 
tho plans to you as they are perfected. 

Inasmuch as we will only have the hookup for 
fifteen minutes, it will afford l1m1 ted opportunl. ty for 
the purpoeeo a t hand, but should give us a chance to 
talk directly to a great number of our people across 
tho continent at that one t.Ue . 

I wcWd natura}lJ" hope and 8lq)ect that )'OU will 
be tho principal speaker on tbl.o hookup and I wcWd 1:­
agine tar an:r portion of the u .. 'llhich )"OU do not use, , 
I could fill in. I think U we tr7 to put on 100re than 
two people in the u.ited t1.e at our dioposal, "" '0'0.114 
111ea the tull iJipact of our opportunl.t7• 

?34 
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TREASURY DEPA RTMENT 

INT E R OFFICE COMMUNICATION 

DATO llarcb 2), 194) 

TO Secretary lloraenthau 

••oM llr. '!'hOIIIj)OOn 

With reference to your comments on lira. Forbush's mail report or 

llarc~ 12, 194), tbe tollowini ia submitted: 

1. CoNplalnts regarding del.a7a in bond deli•eriea b)' OIIPloyeeo 

ot tbo War Departaent. A letter was dr&tted to Seeretar)- Stiaason 

w!lich boa alread;< bad your sianaturo. 

2. E. A. Baeoe, Jr. , Piggl,y WigglJ' Stores, San Antonio, Texaa, 

complained or failure to receive check in redemption ot boodo. Investi­

gation shows that llr . Basse's prior correapoodence in the matter was 

with the Federal Reserve Bank of Dallas, his riret cOIIIIIWlicatioo to 

.the Departaent being hb complaint or llerch 9th . Immediately on receipt 

of this letter, the J.ashtaot Trea surer wrote llr. Basse eJq>re••lni regret 

tor the dela7 'IIIIich he bad OJq>orieoced and enclooing hill an application 

and atfid&Yit to be executed tor tho ioouaoco or a du.plicate check with­

out requirina a bond or indemnit7. On tbo ouo date, tho Pedero.l Jleservo 

Bank o! Dsllao 1IU requested to advise whether tho oriiln&l cheek ever 

hod boon roooi ved. The bank replied in the nepthe. Tide caoe will 

hove epooiel attention and a du.plicate check will be i01ued P"""*'tl7 

upon receipt or the applicati on and attidavit trcn llr. Baaee. The 

practice ot t he Treasurer' • Otfice io to clear duplicate cheek oaeeo 

within oeven or eiabt dayo, preference boini given t o loot ehecko or 

peroono in the ailitary oervice. 
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3· Jamoa J. Coburn, Vice President., Newark Brench, United Aut..,_ 

bile Worker• of America, C.I.O., complained that they wore net rec~v­

ing eatia!aotory service on their War Bond purchaaea. 11r. Houghtoling 

wrote a vaey nice letter to Jlr. Cobum and at tho oamo tille he requ.ested 

State Acbiniotrat.or Manning in Newark to contact Jlr. Cobum with a 

v111f to arr&nlinc tor hie COIOp&llT to qualll'y ae an hauing agent eo 

that thoro aiaht be no turt.her cauae tor dela71 in bond dellnrioe to 

which Jlr, Cobunl referred. 

4. Charlea N. Cotter, Jamest<m~, New York, wrote in expressing 

the view that there was a diminiahina intereot in tho purchase ot War 

Bond a. Jlr. Coyne, Field Director of War Saving a Start, replied to 

Jlr. Cotter, advising him that Jlr. Edward H. Letchworth, Chaii'!IWI of 

the War Savings Office for Upstate Now York, would have a m.mber or 

hie organization diacuaa the situation with Jlr, Cotter. 

S. Drew Pearson •Poke or Ooverment workers in the Franldort 

Araenal, Phil.&dolpbia, tailing to receive their bondo. This is a 

liar Departa4nt utter and was conred in tho lett.,. to Socretaey 

Stiluon referred to in the tiut it• &bon. 

6. William E. 1'rigbt, Sevannah, O.Or,U, complained or being 

ch&rfod tor bond redeeptiona in order to acqniro tunda tor income tax 

parment. Under Seerataey Boll wrote Jlr. Yirilht tull,y explaining the 

aituation and pointing out that requoata tor pa:ymant ot Savings Bonds 

mAT be executed at post otticea and at moat Poatal atation• tor 

which no ch&rae is ll&d•· 
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7. 'l'h01111.o C. Carrowon ot Pb.U&delphia ccorpl..&in&d that he wae 

cliuatieti&d with the dela:r iF the ieeuanco to him o! Unit&d Statee 

Savinse Bonde b:r hie aoplo;rer, the Cramp Shipbullclins Compe.ey, 

llr. Co;rne wrote a nice letter to llr, Cat'I'O>I'On and aciTieed him that 

the utter wae beir~& taken up with tho State Adlo1niotrator tor 

Pennql vo.n1&. 

8. larl Alcorn <>! Lon& Beach, Calltornia, ..... la! nod ot b&'fina 

call&d at the local Internal Revenue ottico to pa:r the tirst inst.all­

D:ent on hio 1942 inccme tax in caah, but that tho local ottico declined 

to accept the caeh ~nt. >:r. Helverins wrote llr, Alcorn tu11:r ex­

plaining tho eituation to hila and pointins out that t he Internal Reve­

nue ottice at Long Beach is merely a branch ottice which serves to 

accommodate local taxpa;rera in a&n1 wa:re but dote not have tac111tieo 

tor caeh pa~nta. 

9, I!Aodo Loube Pitte, Calhoun, G..,rgia, ecazplain&d ot havins 

been required to pa:r surtax on bond interest notwitbotandins that tho 

bonde otato that •no taxea will bo ~oad now or hereettor. • llr. 

Brcqbton wrote her explaining that tho bondo oro ox-t !r<a taxation 

except tr<a "* • • grodu&tad additional incou toxoe, coaocnl:r known 

ae ourtaxoa.• lire, Pitta baa alr.ad;r ropllod to llr. Brouihton•a 

letter, thanldns ;rou. tor the P"""'Pt and illuminatins reply and eta t­

ins it was hor miot.alto. 

to, 

Attached are copiea of corroopondanco in each ot the caeee reterrad 

all ot which appear to b&Ye bad appropriate attention, ,.....-

r----
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1lthough the mail was numerically heavier during the 
past week , it was scattered as to subject matter and con­
tained comparatively few quotable letters. 

There waa one ·campaign emanating from the Kinneapolia 
locality and sponsored by the C. I .O. The 107 commmuni­
cations received opposed the Ruml Plan, favored a pay-as­
you-go scheme of taxation, asked higher exemptions and the 
repeal of the Victory Tax. In addition to these, 36 l etters 
favored a pay- as-you- go plan, 11 specifling the Ruml Plan. ~ 
There were only 8 letters opposing forg veness of a year's 
ta.xes. · 

The 20 per cent withholding tax, under consideration 
by t he House Ways and Keane Committee, was vigorously 
opposed i n the ratio of fo ur to one. Several letters 
pro tested higher taxes for white collar workers who have 
had no salary advances. Tax consultants and Tax Associ ­
ations submitted a number of requests for a stay of six 
weeks or thereabouts , in the filing of returns. There 
were many letters pointing out the need for simplification 
of forma now necessary for employers to uae in reporting 
various taxes to the Government. 

There were about 60 inquiries about this year 's tax 
measure and a number of miscellaneous suggestions as to 
new sources of revenue or new methods of collection. Some 
correspondents still think that regardless of any system 
of payment which might be adopted, a discount should be 
allowed for payment of the 1942 tax in full by March 15. 
Now and then a correspondent urged that tax certificates 
should be interchangeable between husband and wife • 

.P _,I. ' • A ~ & .. /~ • 
r-:&(l./'-C!. <J'JA_...t /1-<~ c~~/) } ~ ~ t-t7._·..--. -y 

I r · ' ::i c&-r~ I (' 
~ ,.._ tt •-' 7 ..... v-o--- .. • 'I " . , " . 
( rr ._ ~ t. . '"' L " ..._ -T;. ~ _ ~ .. 
- , , '" C( )<J c.-VI. .,d c, ,G..,.."' ,...,........_ 
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Memorandum for the Secretary. March 12, liH3 

The Bond mail • as largely routine, No- interest 
bearing securities, annuities, and similar auggeat iona 
appeared this •eek aa they have before . i number of 
letters gave specific instances of excessive cashing 
of Bonde. There • ere 62 Bonde submitted to the Secretary 
tor redemption. !bout four- fifths of the complaints in 
regard to delaya came from personnel of the Wir Department. 

There .ae a decided upa• eep in requesta for Bond 
music . "Jolly Mollz Pitcher• •ae often praised in letters 
asking for copies, ~very Bond Every Payday• •ae frequently 
requeated, and occasionally "Any Bonda Today.• These 
requests reached a higher total than those of any of 
the past t.elve months. 

The general .ail • as also scattered aa to subject 
matter. It included letters proteating the Regional 
AP:ricultural Credit Corporation and ita activities, a.nd 
also questions as to the validity of the Federal Reserve 
Bank release of greenbacks . In spite of the approach of 
March 15, there • ere a number of contributions and these 
included checks rangJng from ten dollars to one hundred 
dollars , from perso~ who said that they owe no taxes and 
•anted to contribute to the War effort. There were a 
number of Bonde and Stamps for cancellation, gifts from 
school children, clubs, etc. 
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General Comments 

Mra. 0. Mlndeatroa, Hovland, Minn., aenda check for 
$375 for a $500 Bond, and writes: •Juat in case we 
get in serious pinch for food, I want to explain about 
the commercial f ishing. * * *Anybody that diga in hard 
shouldn't have any troubl e to raiaa food , and we aure 
do that. I f eel like a Ruaaian pulling a box of fish 
at a time, all uphill, a four blocks' distance to the 
high~ay for the fish and f reight truck to pick up. But 
that hard work will go away when the anow goea away. 
We are the kind of people that work aore tlian our ahara 
all the time . We hustle and love it. WY fingers sprain 
now and then~ But we have 200 cakes of lee ready to 
carry on a good ti sh business through the hot months~ 
But I haven't got time to be feeble long, so I forget 
the old ones and when a new tough job coaea along, I 
get hu.rt some more. I love to live so Uncle Sam can't 
hand me anything too tough~ Now please, Mr. )lorgenthau, 
think it out real well and show it to the President, 
because tough as we are, we can't fish my son Woodrow's 
share of the fishing, the amount of 20 to 25 tons for 
the whole year~ If we get too abort on food , we may even 
lose the War . His being in the 1rmy is fine , but he's 
worth mor e in the good fishing business now. * * * He 
sure won' t get soft here on our work. • **The whole 
world loves Roosevelt - he will see through our eating 
needs too. * * • He has to be a good businessman too. 
The whole world just join hands to pay for this expen­
sive war. • • * If Stalin has a heart of gold like dear 
.. erioa•a President , we 'll come out all right . God bless 
the Treasury, our Preaiden t and Congreas . • 

Colonel L. L. Barrie, The Walt Whitman Hotel, Camden, 
N.J. Being a Kentuckian, I appreciated your aend.ing . 
all the u. S. gold to ~ native State. I elao apprecl­
ate the wonderful, efficient manner you ao aucceaafully 
overcome all the brain-racking obstacles that your office 
is heir to. I enclose a photo print that, as I . know you, 
I thought •xoellent. * * * 

.. 
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w. A. Lucken, President, llexandria State Bank, 
Al exandria, Wlnn. I have read soae ot rour reaarks 
about the banks, P.C.1., and other aocialized Govern­
ment lending agencies. It is the aoat encouraging 
news we have had f rom Washington in m&D1 raara. I know 
you undaratand that the banks do not feel very kindl7 
towards the Government when they are ~n direct competi­
tion with them in most ot their activities , and they 
expect to have the banks do all tha work tor nothing. 
* * * The P.C.1., Farm Security Administration, and the 
Federal Savings and Loan Associations, aa well as the 
Post Offices , are in direct competition with the banka. 
It there b pi'Oper opposition in Washington, I firmly 
believe Congress would change ita attitude, and I assure 

{
ou anything along that line would be nry popular aaong 
he banks , aa well aa a great a&D7 other people. 

Clarence T. Hodgson, Principal, Lincoln School, York, 
Pennsylvania. I am enclosing a check that was earned 
by the boys and girls of the Lincoln School. This 
$76,75 was earned by collecting scrap metal, rags, rubber, 
etc., and the boys and girls wished the proceeds to be 
devoted to winning the .War. Please therefore accept it 
on their behalf. 

Fred S. McDonald, KcConnelsvills, Ohio, sends copy of 
letter he has wri t ten to Senator Byrd. * * * Kinaly re­
fer to the enclosed "Inflation" pamphlet, ot which I 
have just received four copies, aa per envelopes, also 
enclosed. 1pparentr;r;-three or four tiaea as m&D7 o! 
this publication have been frlnted and distributed as 
i s necssaary. It is imposa1ble to determine by whoa, 
or wbf thie article has been issued, except that it is 
distributed by the Office of War Information. I am un­
able to find 'D1 justification for this expense. * * * 
In the first place, the "unknown" author of this article 
seems to be completely unaware of the faot that OU\ 
Governa~t ie 1111nding millions of dollara fo~ the 
operatini of the Office of Price Adainistrat1on, whose 
aole purpose is to prevent the inflationary result• 
mentioned. * • • Secondly, the state .. nt is made· that, 
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"our people today ha?e more money to apend than e?er 
before in all their history•. Similar propaganda is 
being put out all the time by tha Treasury Departaent 
as a basis for higher taxes. There is no doubt that 
this is t rue with respect to the members of the Labor 
Unions, but it is most certainly not correct with re­
gard to millions of persona who receive salaries or 
fixed wages. The author of thia article and certain 
Treasury officials , seem determined to d!aregard the 
fact that at least half of the workers in this country 
are recei?ing the same income the7 received a year or 
two ago, from which is deducted auch higher income 
taxes , Victory tax, deduction• for War Benda, and higher 
inereaaea in the coat of all food a and other liv~ 
expenses. These persons ·have l eas "aoner to spend , 
instead of more, aa we are led to beline. • • • The 
present conditions were caused by the .Aclainistration • a 
program, in conjunction with Wr. John L. Lewis and other 
Labor Union Dictators, for higher wage rates, which are 
still going higher under the direction of the War Labor 
Board. • • • 

L. A. Liesch, Cashier, Cochrane State Bank, Cochrane, 
Wisconsin. E?ery day we receive letters from different 
Government Departments asking ua to cooperate with the 
Government in various undertakings. We are asked to 
furniah help for the Victory Fund Drive, we are asked 
to carry the expensive burden for tbe various ration 
programa, and asked to sell Bonda to the public, par a 
good ehare of our earnings to the Govel'lllllent in the fol'a 
of ?ariout taxes. We are glad to do all we have done 
in the past, and acre, it we are asked, but the question 
in our lli.nd• 1a this: When ia the Goverllll8nt going to 
gi?e the bank acme cooperation? The variou• Governaental 
agenciea rob us of our earning power by setting up P.C,l, 
loan agenciee in e?ery corner of our country. We are 
to •pend our time selling Bond• when the agents of the 
Government are in our backyard solici t ing our farmers 
to ehift their loans from tbt bank to. the P.C • .A. • • • 
Now we hear the R • .A.C.C. ia to be again made actin. 
I don ' t know why all these loan agenoiea are neceasary · 
when e?try bank in the u. S, ia o?erflowing with exceaa 
caah retervea. Thi• situation ia 10 eerioue, unleta you 
.. n and Congreat can see the light in tiae and curb aoae 
of the •ooialiced Governaent, we will haTe loat the Ter,r 
thing our bor• are giving their lin• for toda7 on -.Jl1 
battlefield• of the -.ar. • • • 
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UnfaTorable Comaenta ~ Bonda ~ 

~ A. Basse, Jr., Piggly Wiggly Stores, San Antoni?? __ A/ 
Texas. In January orl942 I purchaeed t wo $1,000 ' ~'1{1' 
Series B, United States SaTings Bond a. In February { '~ 
of 1942 ~ parents, not knowing that I had purchased ~ rw: ' 
these Bonds, bought $5,000 of Series B Bonds for me J 
for ~ birthday. * * * Our Pos tmastsr here in San · 
Antonio returned the two Bonds to the Federal Reserve .J---ti 
Bank in Dallu for redemption, who in turn forwarded q ~ 
them to the Treuury Department, Waahi ngton, D. c., d{..l -f< tlloJJI' 
and I waa inforaed that I could expect p&;yllent within~ • 

,:!_ SO d~.¥• · Sept•ber rolled around and I had not re- ~9. o; • 

~ cei nd rq refund. After 110re correspondence with 'the ~~ 7 . ·t 
Federal Reserve Bank in Dallas, it was diaconred that _, ~~ 
the Treaeur;y Department had mailed the Bank a check to ?j. r 
cOTer the Bonds. The Bank in Dallas neTer receiTed /~1 

thia check. After more correspondence it was established / 
that the check waa lost. From this point, and a!ter 
much urging from me, the matter baa been kicked around 
from one department to the other, and as it stands now, 
it ia the 9th day of March, 1943, and I haTe not re­
ceived~ money ;ret. • • • I now own $25,000 in Series 
E and F Bonds , and I haTe several thousand dollars 
lying idle in ~ bank which I would like to use to bu;y 
more Bonds , but one thing i s assured, I will not pur­
chase one penDT aore of Sanngs Bonds until I haTe re• 
ceiTed the refund of the Bonds in queati on. It ia not 
so much the a..ount of money involTed, because I know 
a few thouaand dollars ia nothing to a IIAil like fOU who 
deale in billions, but rather it ia the pr inciple of 
the thing. To ae this ia a tnical ex&llple of Gonrn­
ment inefficiency that ia raapant in Washington today, 
and whi ch ia prolonging the duration of our national 

" emergency. • * * 
'~ 

.! • lj l 

•' "'1 Jamea J . Coburn, Vice President, Newark Branch, United 
•• I Automobile Workers of J.merica, c.I.O. The men in th~ 

C
ewark plant are utterl;r disgusted, almost to the po~nt 
f cancellation, with the service they han been r e­
eiTing on their War Bond purchases. ***The Company 

lQk ~ ~-4. -::tic : 
. )/111 ·2 . 
1 u- ~..,.--1 -&-- ~. 'f·~ ,,.~· 
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has made no effort to keep the morale of the men up 
by making prompt deliveries on the Bonds . We have 
appealed time and time again for the establishment 
of an lug agency-her" in Newark, but all we have 
received are empty promises. Thia condi tio·n haa 
existed for the part year, and I feel that unless 
some prompt action is taken, I cannot be responsible 
for the action of the Members of the Local Union in 
the cancellatio~ of their War Bond purchases, * * * 
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Charles N. Cotter, Jamestown, N.Y. Jamestown, New York 9 
is reputedly manifesting di.Jainiahing interest in pur- ~· • 
chasing War Bonds. A concern called the American 
Aviation Corporation, allegedly holding a Navy contract:/~t~ 
on a cost plus 10% basis, has maintained for the past ,_( 
several months a force of clerks, etc., estimated at ~· ~~ 

250, and expensive office space , while waiting con- , 
struc tion of a plant which, in location, size, etc . , ,.tc.' ~ ~6..,1 
is destined to prove an economic miracle. * * * From JA1"/ 
talk on the streets, Bond sales will continue to dimin- /(/ 111 

ish and on the basis of disinclination to contribute a 
part of the carrying ~harges of the American Aviation 
Corporation. * * * 

A. F. Sinex, Central Iowa Livestock Company, Tama, Iowa, 
A statement has been made b,v some persona in this local­
ity that should the Government at some future date find 
itself in financial difficulties, that preference would 
be given in paying off Series G Bonds before paying · 
Series E Bonds. Since the writer, together w1th several 
of my friends, are investing in Series E Bonds, we would 
like to know whether this statement is truth or fiction. 

Drew Pearson, Washington Merry-Go- Round, Washington, D:C• 
I have had letters from a few Government workers, partlc­
ularly in the Frankfort Arse.nal, Philadelphia, to the -
effect that after paying 10~ of their salary for War ) 
Bonds, they have not been able to receive delivery of 
these Bonds , despite repeated requests and deapit~the 
lapse of aoae length of time. They seem quite put 
about 1 t, and I thought it might be a good idu-fi r 1 11 j ,J-, 
your people to check on it. ...rJ1 ~ 1-"7-

. oc:::- -? - Cl-2.. (/, .. ,. 1 ~ jtt) 
I ~ _,c- .J .J~ 

~ ..,.. ~-~~ 
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Warren Clark, Groceries 111 d General llerchandiae f. 
Frannie, Wyoming. 1s you see from the heading,'we 
have a store and I have been Postmaster for tlie past 
27 years at this location. This is a small, rural 
community, but we do have a fai.r p&Jroll for a small 
place, a.nd I &II writing to sa:r that we are in fnor 
if it should ever come up, of not allowing War Bond~ 
to be cashed wi tho.ut a good reason. Today, we had to 
prepare Bonds for cashing for one family , the wife 
worll:a in a restaurant, she and her husband getting all 
tbree meals besides the $10.00 a week she earns, and 
the husband earns $190.00 a month, with $12.00 rent a 
month, and ether expenses in proportion. No children, 
no doctor bills on their hands, but he has cashed every 
Bond after the 60-days, which the Company has aaked him 
to buy. His money has all gone for gambling is the reason 

.,.H>~ ;: he cashes these and does not have a dime to call his own. 

_. ?/Jq!J 
'William E. Wright, R. F. D. 3, Wontgomery Road, Savannah, 
Georgia. I presented four smell U. S. Savings Bonds 
to mf bank in Savannah for payment today, to prepare ~ 
to pay income tax installment, and was charged what ~ 

appears to be a very high rate for this service, of r'~· 
50~ per Bond -- a total of $2.00 on what will amount ' J 

to $75.00 total. On an interest basis this charge would~ 
(, amount to 2 .67~ per year , approxiutel:y, but u the 

transaction should not take more than ten da:ya , the in- ;(co 

tereat rate would be 96% for such period. Can you tell w 
me if such a charge is a usual or customary thing for 
this serTice, and if there is any way in which I can 
cash this type of Bond for par value, including the 
expense of the exchange? 

Joseph T. Huking, San Francisco, Calif. I am writing 
you for information regarding the cashing of W~r Bonde 
by tbl San Francisco Federal Reserve Bank. The Federal 
Reaene Bank refuses to certify Bonds, referring you to 
a Post Office, although the7 certified and cashed the• 
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aeveral months ago, and then auddenly stopped. It ia 
necessary to call on a Post Office in one part of the 
city, to the Federal Reserve Bank in another part, 
and if an error ia made, you are compelled to go back 
again to a Post Office, entailing a loss of m&n1 hours 
of work. Ia this official or are they putting acme­
thing over on the faithful Post Office Department? 

~~".; 
"~~ \ Thoas C, Carrowon, Philadelphia, Pa, I am now employed 

~
at the Cramp' a Shipbuilding Coapt.ll1, Philadelphia, and 

_., invest $9.50 a week in Government Bonds. This is taken 
out of~ salary. I really am not able to invest thia 

-··· much of -.y salary, but I am willing to sacrifice t.ll1-
thing for Wr. Roosevelt to prosecute the War. I have 

i 
three children to take care and provide for , I only 
wish that I was able to invest all of rq salary in yq 
Government. I believe in yq United States and am will­
ing to die for it at any time. * * * I have talked to 
several men here in this yard and they are very dis­
satiafied with the way our Government Bonde are handled. 
Some of them are due as many as three or four Bonds. 
I for one am due three Bonds with the money they took 

1 
out this week. Now I would iike to know if something 
cannot be done about this condition. I do not mi.nd 

"/ buying the Bonds, but I do think that we should get thea 
on tiae and not several weeks after we pay for thea. 
Ia this correct? I understand several of the employees 
have cancelled their Bonds at the yard. Well, I do not 
intend to do that, but I do tbin.k the Gonrnllent should 
look into this matter. * * * 

R. Davit, Stamford, Conn. So long aa the Treasury Depart­
aent baa one hundr ed aillion dollars to give to the 
Faaciat, Franco, I see no reaaon why the U. S. citizens 
ahould buy Bond,, which they thought were helping the 
War effort, but which we learn are being sent to Franco, 
the alaughterer of our boya in Spain, and ready to 
alaughter thea now in N~rth Afri ca, aa aoon aa he re­
ceive• word to do ao. the State Department supplied 
Japan for year• with everything to kill our citizens . 
The Stat e Depar t.ent wo uld not help the Spanish Republic, 
nor the Chin•••• nor Russia, with .aterial to fight with 
ua and tor us, but they aaea ao willing to aupplj' our 
eneaiaa, We will bu, no aore War Bonde and have ~aahed 
in what n , like goops, did bu,. 
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Unfavorable Co~ents ~ Taxation 

Gladys C. Balcom, Scott Hotel, Dallas, Texas. I should 
like to ask you Where we teachers can get exact in­
formation about bur income tax payments, The men in 
the Revenue Office here tell ua we are supposed to find 
out about our income and deductions before we go to 
their office. So, some of us bought books, advertised 
as being helpful. Then, when we quote and try to 
follow these books, we are told they are unreliable, 
and deductions given there are not allowed. For 
instance, sum.er school expenses are not deducted here -
and the Simon and Schuster books aay definitely that 
we ma{ deduct expenses for su.mer school if we are re­
quire to attend school to hold our jobs -- as we are, 
regardless of our preparation and qualifications. • • • 
Of course, we teachers want to do our part an.d pay 
what we are supposed to pay, but our aalarlea are just 
the same u they have been, so we, of course, wi_sh to 
know the deductions to which we are legally entitled. 
I hope you do not question our loyalty or intentions . 

Earl Alcorn, Long Beach, Calif. Now, finally , at long 
last, I've aeen everything\ Today after work (in a 
defenae plant) I hurried down to the local office of 
Internal Revenue with cash ln hand to pay the first 
installment on ~ ---ng2lii'Coiii 1:U. But did I pay it? 
i thouaand times, NOt For this excellent office will 
not accept U. S. money t Legal tender u provided by 
the Constitution the value and issue of which is set 
by Congress. Thla currency, incidentally, is apecifi­
call7 designated by Cougresa as legal pa,aent on 1LL 
UNITED STi TES DEBTS. Thus, I'm going to look into the 
posslbilitr of forcing the office to accept .y cash, 
or violate Federal law in refusing. is a staunch 
Republican, I have long known that New Deal finance 
would cruable, but I didn't believe one of its own 
receiving agencies would be the firat to refuse cash 
payment u inadequate t 
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Wuie Louise Pitta , Calhoun, Ge.. For •n,y 7ears I han 
invested -r savings in Treasur, Bonds, attracted b7 
the assurance in each offer that •no taxes will be I.­
posed now or hereafter • . Beginning last vear, this 
statement has been repudiated. I have 94 ,150 dolla.rs 
worth of Bonde bought prior to Karch 1, 1941. Not an,y 
part of the inco1111 ia. taxable , 7et I am required to pq 
surtax on $2, 709. 64. Can JOU explain b7 what authorit, 
this tax is levied on income declared and published b7 
the U. S. as untaxable? •No tax now or hereafter will 
be imposed• -- see the circulars sent m&nJ tiaes over 
an.nouncing the offeri~s. • • • Tbh arbitrar7 tax ia 
without warrant , and I belien the Supreme Court will 
agree with ae. Governments have no ~re right to re­
pudiate their promises than individuals. 
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APPLICATION AND AFFIDAVIT 10 OBTAIN 11m ISSUANCE C6 A DUPUCAB 
CHECX wrmot1T 'DiE EXECUTION OF A BOND C6 lNDEMNnT """ __ ...., 

Si&Uol } 
c- •1--------- .. , 

of -------;;===:::-------· city of ____________ _ 
tH:-'".,..•,...c• 

Stale of -------------· ct.po ... ~ bttoa duly.,.om, "-...s ..,., 

t . ThAI htla ad•!Md tnd verily bellm!t that cheek No. ____ clalad -------

drawn on l.ho rt.&luru of the United Statal by-- ---------------

.,..bol No. ____ ln the..,. nf------------------

dollan """----------...... <"-----).-- tolbtOrclw nf 

""" -.........,.-•w!cWm ,.. 
a doollcalt or - thtdt. 

2. Thai ht Ia lht OWD« or the ~ ehec:k. uw1 mUlled 1a loll aod txdaol .. , m 
u..nor . 

• • That the c:hoek - ----cndonood. (If-..... aa<.t- nf all-
mmta~~)-----------------------

15. That aoopt u lllaltd ~bon lht wbentboata of lht ehtek Ia llllbowa to him. 

I. ThAt thll alftdavU. lt m.ade for the purpoM ol obt&in.ln• tbt ialuuet ot 1 duplicate: e! ~~ 1114 
ehtek, or 1>011ftOOI of lht val .. thtreor, and d<!ponenl - htroby ._ tmmecllatal)' to - tloo 
o~ ehtek to the Sten1trY or tbt Trouury (Divitlon of BookktoplOI and Warranla) tboWd -
on,tna) chiCk at &ll1 tltM hereafter come iJrt.o hia poueulon or aontrol. 

II&UJ 

., ~'---------
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IIAL PaO"art APPIAIIALI 

-
C~AS. N. COTTER 

JAM5STOWM, H51r YORK 

Ar . Henry Morgan wu 
~ecrel.tiry of Lbe l'reeoury 
.. ~ohington, D. C. 

:,e"-r tf..r . ,.,rsac tbau: 

March 31 l 94S 

Ja.::eatom, ue• t o1 , , : ci"'J -.>1 43, <XX> poplleUCD 1D \be c•t.er of a tra41n 
I r .. or l~&, O~J •• l ' · ·~ ....Ueetiq cl.1a1a1eh1.a& illt.neet. ill - ·- •·aln ~ n r bone. • ....--- e. 

• t -'•« :u u. Hee Lbe J.mer1CN~ Arta Uoa Corpora Uoa, alleceOlJ' bol.d1na • 
u•v: c.xotrect. on a coat plue 1()10 belie, bee MiAto.iJ!ee for tho paot. ewernl 
.o~\Jo.t.na 61. torce o!' clerks, etc. , eat1Mtecl at 160 and expeai.-. office apace 
while waiting conetructloo of " phnt which ill louUoa, ebe, eto. b ' 
oos t1ne4 to prove an economic mirtc.<e; if it auet.e1na ill propeee1Tt costs, •r• t prellmlnnry expens es 1nd1cat.e •! ~L o~t., ln lt 1t enr (at.a into pro­
uuction. 

;he fire t por•groph notot- effect, the eecond, cauu, and l ro;o u .Lk oa t.he 
otreeta, bond eelee w11r-continue to dialnisb and on the blo!o of dleln• 
cl!not!on to contribute t pt.rt 01 tbe carryl.ni char(., of tba .&aarioaa 
1\vhtlon Corr-oretion. 

1 have e!e~~ec u; " ~• IJ<tc .. ber, 1942 t'or a ilOO boac! a -u. · - of 
'V friend• .. v~ uooe l!kewiee. lie rocal"'l 011roel ... a •• ,.,....,, .&aari-

nd • 111 , <1• of ue, cootillue to i)UJ'Cbaee, but. i*)ple ,.,•nll.J bfte, oad 
.ncluding Lbe aoot. iapor tant, and allbot.~!>Ual ._ tho cit.ii&J7, are 
" lndln& Lbe!r enthuolua tor boad purcba••• dllll.O blcauoe of t.be utn· 
rdlno ry o!tuot.!on a o t.o expeoao and obrtoua clnelopMDL of IIDilKOOIIU7 
<penee beinc auat.alned by tbia allageOlJ' coat. pllll lOll arraaa-t. 

c;:P~~ 
"ICijb Chao. N. Cotter 

'(. •• 

.· 
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.UCtCol jjarch 9, 1943, 

liT , E&rl Alcum , 
2l8t Royorott Avenue, 

Lone Be&ah, Cal1!orn1&, 

Sirt 

Your lett.er ot Fobruaey 27, 1943, t o tile Secrat.ary of tho !Teuury 
haa bean ret erred to t.h1e !Nreau tor at teniJ.on, Yo~ el.au-nt. 1a 
noted to ~ho .rteot. tllet. 70" called at U.. l ocal J.ntamal ...ver.ue office 
witb a new to ~ tba tirat. .tnet&U.nt of yvur 1942 inc""" t.ax 
.In cub, It. appaano tile looal 1nt.ernal rnanue ott1c1 dlclJ.necl to ac­
cap\ a cub ~. You called a ttention to tba tact that currano7 
bu bean deeil:J"'t.ed u lap]. ~ ot all t.b1ted ~t.lt.ee cllbt.e, 

You are oorr...t. 1n yvur undeJ'11t.IJ>cii.Jlc that oaeh 1a accapt.abla 1n 
~n\ ot Federal t.axae. -.r, Fldoral tuM an ~la at t.bl 
c! tioe ot t ho Collootor ot Int.ernal Revenue, Tho c!!ice ot the Collector 
t or )'OUr d1at.r1ot 1a lnoated at Lee IJiilaloe, and )'Oil are """urad that. 
no Collootor•a ottioa w1ll deCline to aooevt tml.t.ld Sl.at01 ourNJnoy 
in tha pqooent of llldo!•al tuu , Tha 1nt..-nal ravonua oft1oa at 
Lone Daaoh 1a naral)' a branch ottica 111\l.ob earvae to aco.-t.e local 
t&llpa)'lra in aliT~· Koworver, it dole not have t.l,. !ao1111J.oe tar 
partonoina all t ho tlnltione Ulat are partor.d at the ll&1n Colleot.cr •a 
ottioa, u uob Collector ot Int.ernal RAovonua •wot be bald I"Mponeible 
under b1a bead tor t loa loea ot UJT -•• oaal.lljJ into !.loa poaiMI 101l 
ot bJ.Malt or b1a .__, it 1a lett to b1a diacretion u to -.toat.hor 
or liD\ ba w111 paJW!t. b1a oaploycn ovtaiM tba Min ott1ca to aocapt 
cub 1n papc\ oC Fedaral tuu. Tb1a 1a no""" rule but lloa- 1n 
attaot. tar~ )'I&H• 

It 1a, ot o........,, recr-tted that you auttarad an 111CGnVonior.ca but 
tbia ott~ 1a aura >'""' w111 appNOU t.e tba taot that a l"adaral o!!1o1al 
raaponal.ble IIDdar b1a bead ! or 1arve ,,.. o! rn.,... cUlt bo po~Witted 
to uaro1aa r-.ooehl a diacraiJ.oo t<>r b1a <I'IID prot.aoiJ.on, 

Raepocttully, 

C.-lae1onor. 
VIISt Diol 

• . . 
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Hon. Henry Morgenthau, 
Wae~ton, D. c. 

Dear llr. lobrsentbau, 

COPI 

21St Ro:yc:rott J.vonuo 
.!.Dna: Bnch 1 Cal11'ar n1a 
February 271 1943 

How, tin&l.lJ', at long last, I 1Te eeen oveeytbiJig! Toc1q alter 
work (1!1 a defense plant) I hurried dolm to t.bo local office o! 
Internal Rrv.,uu !1J!l .a!!!. !II band to p17 the tl.ret inat.allment on 
a:'/ 1942 iaCCIIle tax. 

But did I P"J' i t ? A thousand t.Uleo, 1101 For this excellent 
o!!ice Will. not accept United Statee monoyl IAcol tender as provided 
by the Const1tutl.on 1 the value and issue of llhich is eet by Congress . 
This currency, iacidontally 1 is epec:1!1colly del1111ated by Congress as 
l eaol pay~~ent OD ALL UNITED STATES llEBTS, Thus, I 1m gol.na: to look 
into. the poeeibillty of f grc:ing the o!tice to accept 1IIJ' caeh, or 
violate Federol l81f 1a refusiag I 

Ae a ataWlCh Republican, I have lona known that New Deal fiaance 
wo~ crumble , but I didn't believe one of ita own receivl.na: agencies 
would be the first to refuse cash p~Q'!Cent as inado<~uate l 

Very truly youre, 

(Signed) Earl Al<:orn 

Sarl Alcorn 

?68 

Regraded Unclassified



COPY 

Mr. Henry Morgen thau. Jr. 
Secretary of the Treaeury 
Waohlngton , D.C. 

Dan Sir: 

I thank you !or tbe proapt an4 lllwolnatlnc reply 
aad..e to rq complal.Dt of ba•tnc eurtaxte lllpOttd. on 
a,y euppoaedly non-tu.a'ble !reaeut')' boac1e. 

k7 •lltake. I talled to N&d thA •except e. • 1 haYe 
&lva.,ye known t hat lnsura.nce pollclee, cootraeta, and 
tbt lite Rave •jokera• eocev~A re, but lt ne•er occurred 
to •• that S¥ government vould take ad•antace of -r inno­
cence. 

Alae--It tu, Brute! And now I autt live three-ecore 
and ten yeare longer to real ite that tome to~ ot 
perfidy lurke in every buetn~e t trantaction. 

Tours vtJry truly 

/S/ Mamie Loulto Plttt 

(Mitt ) Mamie Loul to Plttt 

?6$ 
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March 10, 1943 

Mrt. Mule Louhe Pi tta, 
Calhoun , 
Ooorcia, 

Dur Madu: 

Tour letter of March 8 , 194}, addreooed to the 
Secretary v1tb reference to aurta211 on intereat ~14 
on !rt&t ury bondt, hat been referred to •• for rePlY. 

I a. enclooi~ herewith a copy of Department 
Circula r !lo. }07, dated Oct ober 9, 19ll , IU1ftOW>clng the 
loouo of 4-1/4~ ~roasur7 Bondo of 1947-52, vhlch were the 
f l rtt bon4t iaaued by the !reaaury alter the lourth Liberty 
Loan, and alto a eopy of Dep&rtcent Circular lfo . 641, dat-ed 
Septeaber 25, 1940, announcl~ tho loouo of 2C !reaoury Bondo 
of 1953-55, which were the laot bondo loouod by tho !reaaury 
prior to tho effective date o! tho Publlc Debt M:t of 1941. 

You will te e from th~ marked porttone or theae tvo 
clrcularo that It lo provided that 

•The bonde aball be exempt, both At to principal 
and intereet, from all taxation no., or herea_fter 
impooed by the United Btateo, any State , or any 
ot the pQtaeaaiont of the United Statea , or by 
&n¥ l ocal t -e.xtng authority, •~cept (a ) eetate or 
Inheritance ta2e1, and (b) 1r&duated additional 
l ococe t&Xet, co~onlf known &I t ur taxee. • • • 
nov or hereafter 1&poted by the Unlte4 Statet, • • •. 

It la .Ito oro•lded that the lntereet on tbe aaount ot 
tbe bondt, the principal aaount or vbleh lt not ln excets ot 
$5, 000, th&ll be exeapt from tht t urtax. Substantially no 
nhanc• woo aade In thio la~O«• fro• 1922 to 1940, except for 
the a ddition ot gift taxee. 1he rettrtnc• to clft taxes vae 
lnttrted by reaton of the cbar:acttr or thfl t axes and lt va.e held 
by the United Statoo 9uproae Court that a 1Ift t a> vao not • tax 
on the bond or on the lntertt t, but waa ln the nature ot &.n exci te 

• 
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tax. etaadlDC oo the ea.e tootlac •• tetate and lDherttanee 
taxo o. !bo laogaage of tho c1rcularo 11 alaoot 14ent1eal v lth 

?71 

tho laocu&e• of Section 7 of tho Second Liberty Bond Act, ao ... ndod, 
Ybtcb proTide• the atatutor,y exeapt lon for bondt lteued uader 
autbority of tbAt ~ct prior to March l, 1941. 

Accordingly, the rt~ulrtaent that you pay a eurtax on a 
portion of the income dertTed troa you~ r,.aaury bonda it not a 
violation of any contract by t ho Oovornsont 

Verr truly youra, 

/S/ Wa. S, Brouchton 

Coaalaaloner. 

!ncloouroo (2) 
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Mr. Henry Morcenth&u, Jr. 
Sec, ot tho Treaoury 
Wathlngton, D.c. 

Du.r Slrl 

COPY 

Por a&A¥ 1••r• I ha't'e 1nYttted ., t&TlDCt ln !reaaury Bendt, 
a ttracted b7 the &ttur&nca ln each otter that •no taxe1 will 
be l•poaed nov or hereafter.• Beclnnlnc l&•t year thlt etate­
.. nt bat been repndlated. 

I hAYt 94,150 dollaro worth of boodo boucbt prior to Mar,l, 1941. 
!lot &r>r part o! tho lnco• h taxable, yet I aa required t o PAT 
ourtu on $2]C)9,64, Can you n plaln by vbat authority tbh ~., 
lo lnlod on Income declared aod publhbtd by tho UnUo4 Stat·IO 
aa unta.xablet 1 lfo tax n.ow or hereafter wlll be h:poaed•-See 
the clrculart tent aanr t1aea oYer announclnc the o!ferln&t• 

Ot couroo, I &11 vel\ aware that bon4o bo114bt olnce Mar. l, 1941 
are taxable, and I a. villing to meet tho tax duo on $10,200 
vblch I have bought, but thlo arbitrary ta.x (ourtax, if you prefer) 
1t without wa.rrMt. and I belle't'e the Supreme Court would qree 
with ••· Go•eruentt baTe no •ore rlc.bt to repudiate their 
pro•iooo than indiYidu&lo, 

Tou.rt Ytry t ruly 

{sf Ma11io Looloe Pltto 

·· ~ 
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( TREASURY DEPARTMENT 

INTEl'! OFF1CE COMMU NICATIO N 

TO t!re, Klotz 
!.larch 23 , 1943 

'""oh4 1oaepb. Odor 

!.!r . 1ohn 1. 11'1ohorty «ill arrlvo In ',loahlnst on Sunday night, 
!.larch 28, and Will be In the Sooretary•a ottloa at 11 a,u. , 
!.!onday, Ulreb 29 . 

' 

\ 

' 
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llarch 2), 1943. 

TO• 'rho Secretary 

FRO.h llr. Sullivan 

Herewith is a resume of rq convoreationa with several 
Ql1bera of tho Senate re extension of Stebillution Fund and 
PoQr to Do.Uue 1 

I talked with Senator Barkley who ad•ioed ,.. that he bad 
bad no opportunity to check up on tho feeling in the Senate on an 
extension ot the Stabilization Fund or an extenaion ot tho PoWer 
to De.Uuo. · He aaid it was an otth&nd opinion that there was no 
objection to ocntinue the S tabiliza tion Fund but that there mi;:ht 
be eo me to extending the Power to I)Ova.luo . He oaid he would be 
glad to check up on this and notify co. 

* ** 
I t ried to see Senator Moloney but wos unable to get in 

touch with him . However, I r an into him in a corridor in the 
Senate and he indicated oppositi on to both extensions . He started 
to discuss tho matter and then Senator Wagnor, with whom I had an 
appointment, joined us and I had to leave Senator Maloney . 
Sona tor ll&lonoy 1a tied up all day to01oorrow and Thursday and is 
loavins Thuroday night f or Connecticut. He will be gl.ad to talk 
with me tho lld.ddle of next week • .. ... 

I t.alkcd with Senator Wagner who is enthusiastic for both 
extensions . He is going to cheek ~P on a011tilo.ent and 1e going to 
advise .,. , I told h:lr:l that I eXj)Octed to aeo Sene tors lleNary and 
Tobey and he approved of rq seeing them. 

* * * 
I ran into Senotor Danaher who waa !or the exten•ion o! 

the StabUiza tion Fund provided nono ~t the tunds were used in 
1\!!YWf.Y by the BEW or the RFC. I told h:IJn that I waa very sure 
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that neither of tnese organ.izatione had any acce ss to this fllnd . 
I fUrther told him that I would chock thi• oc we could give him a 
positive anO'«or. (Later in tho a.ftomoon I checked with l!r. Bell 
and called tno Senator to roaffim m,y ata t.cii'Bnt . However, tho 
Sonntor hnd loft for tho day.) Senator Dannhor aaid that he ""uld 
not atart ~opposition to the extonaion or either of' those 
powere . 

*** 
Having boon unable to roach either l!c!lary or Tobey on tho 

Floor, I called them fro!lt 11\Y office . Sonator llcllary oaid that he 
...,ulo. be glad to check up on these two .,.ttere and tell "" what 
he touncl. He indicated that he believed whatever opposition 
developed would re4to to the Power to Devalue . 

*** 
Senator Tobey advised ma tnat the dieeuasions he had 

heard on the Floor and L'l tho cloakroOIIl indicated no opposition 
to tho extonaion of tho Stabilitation Fund but aome opposition 
to the continuance of the Power to llova1uo. I o ·pJ.ainod that we 
did not wish to engage in a contest while we were doing tho April 
financing. lie said he 'IIOuld check up And let 1118 know. He 
appeared to be cooperati vo and said he would give me a frank 
opinion as to w~J.'l,qr wo could safely prccoed witn tnoao two 
maLLere now or~ilit~til after tho April financing . 

*** 
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( ~ TREASURY DEPARTMENT 
I'IIOCUNMI.NT DIVISION 

WASHINGTON 

liarch 23 , 1943 

MEl!OR.A.NDUJ,! TO 1'HE SECRETARY: 

There is submitted herewith the operating 

report of Lend-Lease purchases for th~ Yleek ended 

!..arch 20, 1943 . 

Of the stock of 130,000 tonn of pire for the 

Russians , 75, 000 tons were authorized for transfer to 

meet the requirements of Army, Navy and Industry. 

To date approximately 10,000 tons have been 

approved for transfer by the fetrolewn Administrator 

for War. 

A. \',alsh 
Acting Direc r of Procurtimen t 

?76 
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LEND-LEASE 
TREASURY DEPARTl.l!NT, PROCUP.El!ENT DIVISION 

STA'l'E~lrr OF ALLOCATIONS, OBUGATIOt:S { PURC!i!S~S) AND 
DELIVEiUES TO ~'ORt:IG!I GOVE!UlliEtri'S AT U. S. PORTS 

AS OF !l.RCB 20, 1943 
{In Uillions of Dollars) 

Ad.mi ni strati ve 
Total U. K. Russia China EXJ1enses 

Allocati on a f2920.4 fl545 . 7 fl066 .1 $102.9 $4.6 
2916.9) 1544. 7) 1066.1) (102.9) (4.6) 

Purchase Authorize- f2390 .1 fl367 .3 $ 930.8 $ 41.2 
tiona {Requisitions) 2349 .2) 1342.8) (917.3) ( 41.2) 

Requisitions Cleared 
tor Purchase 

f2292.7 
2266.3) 

$1329 . 5 
{1311.1) 

$ 874.2 
{866.9) 

$ 41.1 
(41.1) 

Obligations $2156. 5 f1247.9 $ 820. 2 $ 41.1 $4.4 
(Purchases) (2126.7) 1227.8} (811.3} (41.1) (4.3} 

Deliveries to Foreign $ 947.0 $ 714.6 $ 204.9 $ 17.0 
Governments at u. s. (934.8) ( 707 .2) (200.0) (17 .2) . 
Porta• 

Miscellaneous & 
Undistributed 

f201.1 
198.6) 

$ 50.8 
(47.9) 

$ 47.9 
(47.2) 

$ 42.9 
(42.2) 

$ 10.5 
(10.4) 

•Deliveries to foreign governments at U. S. Port s do not include the 
tonnage that is either in storage, "in-transit" storage, or in the 
port area for which actual receipts have not been received from the 
foreign governments • 

• 
Note: Figures in parentheses are those shown on report of March 13, 1943. 
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EXPLANATI~~ OF DI FFERENCES. 

The decrease of $2GO, OOO in Chinese transfers 

represents material turned over to the War Department . 

na 
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&IU nr H K»r ss.cr ... r 
u.;.. ~oet<-r. 

O?T!.L tl0 .9S. 

COPr NO ___;I_)_ 

JIOF lO ~ R..-TIIA!ISIIltti!D. 

!nrorllll~ion rooolv.Jd up ~ 7 a.m. l!orcl1 2J,..., 1943· 

l. J!Alli. 

A 19 , 000 ton Llarch.r.nt Ship in or.ot; bnund convoy 1l(lB' t.orpodocd by 

•1rcrr r~ orr lu.Gl.l13 oo.rly '.Jrd . 

2 . f!lLITAr.y. 

TU!!ISIA. No fUrtln r r•por~ oinco OpL·•l tlo. 91,. 

f11SSII; . Russians lr.vo MPIAlr.-<1 DGPOVO on t.ll> rnlli~ J~ aU"" 

woot or VUZIIA . 

3. !lR OP:lll.rJO:q. 

fl&::i'f.Ji.ll rno:1r. 2.!nd. A forec of C7 Unlt.<.)(l St... t oc h"nvy bonb.:r s 

(!.tt,~ck>d ?II LH.::!.PA.5HAV..tl n:•vnl doc!-:yul"d dl'"OiJ!)i'l~ :'05 t.ont. or homb11 . \.'lath.;;!' ovor 

' mba1.ns: . 12 uocort~.~d VE:ITUR.\S ttttackud a lubr1cc:'tln~ o1.L rufint~ry nuLt 

RO"tf QU)JIJ.I a.nd cacort.od f i Ght->r-bo::tOOrs att.c\cluxt M :tirl'iold und ra.i1m1,y 

coasmun1Cf\t1onD in oec~.apl~,.w:l Wrritory . t•osqut to:tl dMtroyod ;., Jwdt('r3 88 ott 

n;:sril!.~ m .. c&. 

2~2)rd. foll"'.J.nG .urer-.rt. d•np W,.>d ~-r .nA1.AIR7. - 292 (one 

ai:sstna, ono cn.oh.t) 1 ll&:l-oininc) 6, IIJRL.\tX VIADUCr 9 . \.VrJ,t,h..,r condtt1on3 ovo:-

sr.NAZAIRt: aood · 

TU!IISIA. 20t.h . 35 oaoort..-d Unlt.OO ~1'1\t•• MUcholl• >Lt.ool<od 

J.o.ndin& JP'OUndo •oout.h- i1oat or EL HA' :JlA . Othr~r U l t.ct- ~.. llt~ n.t.t.r-.ck..xi convoy north­

oaet or CAP~ OON aott.1nG- on~.; nhip on £1r.:t. 

20t.h/2l;Jt . Uo.li.fa xoe a nd W.1ll1ngtonn dl"'p,-,od .L?J. tone of bombr. 

on lll«'1Ch~1c~~ol t.ron1port (lnd eurp3 in t.ho r.iJ'.RJ.;Tli-KAt1 lJA or ll · 'ffollingt.ons d rovJI!Jd 

22 tol)l on FEIU11Y1IJ.e dookll. 
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