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1 
November }, 1944 
9 : 02 a. m. 

Frank , I had theo contact you ln r egard to t hla 
r equest for the Engli sh. 

Yes . 

Now, Lord Keynes and Sir Robert' Sinclair are 
coming here at te~ and . .. . 

Tha t' s right. 

I asked you to be her e then . 

Yes , sir. 

Now, what ' s this o~~er thing that they want? 

Wel l , they f inished the - ~ they'v e finished t he 
a ircraft progr am , bot ':! Havy and Ground Air .... 

Yes . 

and I under stand they s ent it ov er to your 
office with agreement 

I-- now, tha t' s f r om the Army? 

From the Army and the Navy Air is in ther e , too . 

I e it? Well , I - - I gave it .... 

I haven ' t seen it ye t. 

Well, I ga ve i t to Casaday. 

All right. Fi ne. We' ll get it fro m him. And we -­
the Briti sh aoparen tly want to have in the soirit or 
- - want t o get toget her i n t he eoir1t or showing the 
urgency of t hi s thing and have, a Uparen t l y, a little 
statement from t he Army a nd yourself and th emselves 
and they may have something else that they want to 
rai se but I couldn't get i t out of Sinclair if they 
do . Both Gates and Lovett are ou t of town. 

Yeah. 

And I got i n t ouch with one of -- one of the -­
Judge Patterson Will be ther e 1f neces sary. I told 
him that it s eems tha t l t was by way of bei ng a k1~s 
a nd a bl essing. The working -- t he working oeople . 
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on the -- on the Army and :Javy sub-committees 
told me they didn't see any need tor a meeting, 
but there may be some questions ot higher polioy 
that they want to raise. It so, Sinolair didn't 
oommit himself. 

Well , now, how are we going to do this? Lord 
K e~nes and Sir Robert are coming at ten. It 
we re going to meet, the Americans should meet 
first because late last night in came a letter 
from F'orrestal to me ... . 

A lett er from F'orreetal? 

. ... on the Navy •... 

Is that eo? 

. ... which he wants me to see first . 

I see, well, Mr. -- Oh, well then, Mr. Secretary, 
the -- we had set up the sub-committee meeting on 
the American side tor two-thirty 

Yeah . 

. .. . a nd a combined sub-committee for three­
thirty. Now, tentatively yesterday in talking 
w1 th Sir Robert Sinclair,. we agreed thp. t if it 
would suit you, we'd have the 3rit1sh come in on 
the -- on the -- on the full-crop mee ting at 
three o 'clock. 

Well, today ie supposedly Cabinet but they haven't 
let me know. I think it's a ~Qree-to-one bet there 
won't be. 

Three-to-one bet ther e won't be. 

No . 

1-lha t time -- what time ••.. 

Cabinet is --you've got to count on it from two 
to tour. 

TWo to tour. Yeah. 

2 

• 
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I could have it at t our and run the t hing from 
tour to t1 ve. 

Could we - - could we se t uo the meeting wi th 
the Br1t1sh at t our . ... 

Yes. 

and ask the Americans to co:De at three 
and if they're not ther e you have someone el se 

No , I don 't think we quite under s tand each other. 
I should think the Americans should meet first. 

Yes , sir. But I said three . . . . 

For Americans? 

Three tor the Americans a nd four for the Bri tish. 

Well , tha t would be all right . 

And then if you - - it' t he Cabine t should come 
and .... 

Ju s t delay it an hour . 

That ' s right-- or you could ask Harry or someone 
to handle the Americans. 

Yeah -- but -- no , I ' d kind or like to be there. 

Oh , you would? Well • ..• 

I -- I think -- I think by not later than t en­
thi rty when General Watson sees t he President -­
I think tha t by that time I ' ll kno•A. I'll know 
by the time -- when Lord Keynes 1 s her e a t t en - ­
and you 're her e . 

Wel l , Mr. Secr etary, we could do one other thing 
we could set t he Americans at tour and I suooose 
t he Br i tish at five. That'e getti ng a little 
l a te. 

It's getting l ate because I want to leave this 
afternoon. 

Well, then let 's not decide i t until-- until 
t en-thirty when we a r e over ther e . 

3 
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Why don 't we do it tnet way? 

Okay, tnen. 

Now, I ' ll get tnis tni ng to Casaday -- the 
British Navy tning and -- so he can, in turn , 
give it t o you. I mean, the Amer ican Navy. 

Yea, and tell him I ' ll pick i t up when I'm over 
ther e. 

Okay . 

Thank you , si r. 

Thank you. 

4 
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November 3, 1944 
9:15 a .m. 

I 

PhDPOSED BOOK ON GErtMAN DE-UILITAn!ZATION 

Present : llr. Glasser 
!.lr . ::ichmidt 
t..t' . Penle 
Mr. Luxford 
Mr. DuBois 
llr. Gaston 

n. L JR: \,hat do v;e do with the Krock story 7 

11R. LUXF01ID : They will blow that up. 

H. l.I . JH: lie has just been hold ing that. Then t his 
thin~ of Ache son yesterday calling up about t~ . Opie 
Ylantlng to see 1\r. Ti\itty of the Tribune. ilell the 
Tribune has nothing . I don't bel1eve tfiat t he Tribune and 
Krock y;ould v.o rk together. 

And t ne worst thing of all is ( readi ng from article 
by Arthur Krock in the New York TUnes of November 2) : 
"The nego t iations began-a£ ~ec wtth the arrival of 
t he ~eoretary of the Treasury, Henry Morgenthau Jr . , who 
took along his post-war plan for an agrarian, non-i ndus­
trial Germany after the war. As reported by this 
cor1·espondent at the time 1 Mr . Morgenthau' s favorable 
attitude toward the British lend-lease proposal brought 
from them in return encouragement of his German plan." 

The only person who raised the question of whi ch came 
fi rst was Mr . Stimson. 

Mk. DuBuiS: It wasn' t very clear before . 

H.l ... JH: No, but you felt that he knew. 

r. 
• l ..... 
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l.:n.. LIJXR)RD : I sensed that he knew. I was just 
waiting for him to spring the Quebec agreement . 

H.M. Jit: (Continuing) "No representative of the 
Foreign bcononiic J>dministrat ion , which under Leo T. Crowley 
directs lend-lease, was invited to Quebec either, and this 
agency became. a willing ally of State and War wi tb the 
objective of shelvin~ the Treasury post-war German plan 
and returning direct1on of the subse~uent negoti at ions 
'flith t he Keynes del egat' on to State , nar , and FLA. " 

How Arthur Sulzberger, who wants to see t he Pres ioent 
elected , can run a story l ike t hat ! an~~ay, I don 't t nink 
there is a thin& to do . 

U!t. PEHLE : No, I should sa~ the trovble is, v1ill it 
stop there? 

H.M. JR: Today is Fri day . 
or tomorrow. 

Dewey can use it tonight 

L'R. llJXFOkD: Su1·e , Joe tells me the President is 
planning t o speak on Monday . 

~lt. DuBOIS: Isn't that what Lubi n told you? 

~ •• PEliLE : Yes . 

h.LJR: llbere'? 

MR. DuBOIS: Hyde Park, I think . 

MR. PEhLE: lle said on Monday - on hwnan rights. 

H.U.JR: The only plaoe be might talk would be 
Poughkeepsie at five or f ive-thirty. 

MR. DuBviS: he usually talks every Elect i on ~ve ning, 
doesn' t he, Mr . Secretary ? 

h.M. TR: The last I heard he hadn ' t been planning to 
do it, but maybe he bas changed his mind . 
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J.i, DuBOIS: They had the space reserved from nine to 
ten , and Dewey has one after it . 

H. !.!. Jit : Now, what about this book? 

MR. WXFOhD : I think we can show you t he outline , 
first , J.!r . Secretary . (Refers to attached copy of 
Table of Contents) 

:!. 1J. Jft: Did you men see what George Hall of the 
roreign Uffice said yesterday in Parliament? "The Govern­
ment spokesman indicated in Commons t hat the British Gove rn­
ment favored confiscating some if not all of the modern 
equipment of German factor i.e a after the v.a.r and pr event 
the uermans from rearming for another conflict . " 

!.t.'t. PEHLE: Very good. You v.oul d never: guess tha t 
from the Dir·ective you read . 

H.!.:. JR: This i s t he proposal here? 
attached Table of Content s) 

(ltefer•s to 

!.11\. LUxro;.o: It is a wo.·king draft , Mr . Secretary . 

H.l . JR: Do you people have the argument against 
the supervis i on t o show how v.hen they had control after 
eleven years the last control disappeared? 

lt:J, . DuB~ IS: Chapter X, for example . 

Mh . GLASS@I : I have a draft of tnat chapter - In­
adequacy of 1lili tary and Economic Contr ols . 

il .U. Jit: Do you tell hoVI t he control worked last time ? 

~.k. GLASS!ik : Yes • 

••• L!. Jlt: I n the Time s where this fellow took up one 
point after another and showed the last control disappeared 
after eleven ye~rs. 

LUt .. GLAS$ER: There is a whole section here on the 
failure of Allied con trols after the last ur . 

'7 
I 
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l!. 'I. Jit: Personally, I t hink that tnat ought t o be 
ri;;ht up to the front - I haven ' t got much time this 
morning - to show why, if \,e follo\l the same patt e rn of 
cont rols, why they didn ' t work and v.hy they v.on • t M rk 
again . 

!~u . LUX...,..OltD : I don • t think we had focused in terms of 
chapter· order . \,e were thinking more in terms of these 
bei ng chapters t hat must be covered and we v;ould Vlait until 
v.e ,;ot the chapte !'s . 

! . • ;, . H. : I was just thinking out loud . I am mor e and 
more impressed t hat t hese people t hink you can do the thinJ 
throubh the contr ol . I think the first idea is you nave to 
knock that down . 

(~r . Gaston enters the conference ) 

h.' ' . JR : Hello , He rbert, come in . Thes e boys have 
been working on a book to co out over my name on the day 
that Jermany collapses . I am just taking a l ook at it . 
One of my thoughts was t ha t t he fund shoul d go t o the 
American ked Cross, and then we mizht get these vast 
volunteer organizations to stimulate the sale of it i f 
t ney knew that every time they sold a book so much Y1en t to 
the !ted Cross . 

1fit. lliXFOli.D : 
t o put this out . 

MR. GASTON: 
about it and get 
to be ? 

J.:.d. LUXFORD : 

I think t he Book of the Month ought 

You might at least talk t o Harry Scherman 
some advice. hhose s ignature is i t going 

The Secretary ' s . 

lMt . GASTON : Tha t makes it pretty offi cial. You v.ould 
have to have consent . 

H .~~ . JR : I am going t o do it with or without consent . 
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l'lt, DuBOIS : It can be just aenry Morgenthau, Jr . 
You don ' t have to say Secretary of tne 1'reasury • 

.•• . ~ . Jk : Harry Ickes got his out with or y, ithout . I · 
don ' t care . This is going to go with or 'without consent . 

l!RS. KLOTl : You mean you are goin~ t o ask for consent 
and then if you don't get it you are go1ng to do it anyway? 

H. ,A. Jit: Yes, Mrs . Kl otz . 

l.lliS . KLOTl : You mean this happens after Hections? 

H •. . . Jlt: This happens the day after uermany collapses . 

~. GASTQl : This book may come out - the distinction 
Joe IAlBoia made is a ve c·y good one - it ma:1 come out with 
t he signatuu of Henry !Aoreenthau, Jr. , but not as 
Henr7 Mor6enthau, Jr . , Secretary of the Treasury. 

Mit. PEHLE : He Muldn 1 t put Secretary of the Treasury . 
I don ' t think it makes any difference . · 

Mh. GAS'IQN : lie wouldn 1 t be Secretary of the Treasury 
when the book came out , is t he t hing I ao saying . 

11kS . KLOTZ : Ob, ho, ho . 

fi . ,.t. J R: 'fhat is something else again . I am saying 
t hat with or without consent t hat I am prepared t o put my 
name to this book t he day after Germany collapses . 

URS. KLOl'Z : I have to m.ake this absolutely clear. 
I say that it is important for you to put it out without 
asking for their consent . That you would do , you see . But 
once you ask their consent--

li , J,·: .JR : No , I will mention it to the President . I 
will say to the President , "I am goi ng to publish a book on 
how I think Ge rmany should be treated, t o be released the 
day afte r Germany collapses . " 
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LRS . KlOTl : And if he says , no, you put it out 
anY"'ay . 

H.J~ . J rt : That is right . 

!.1RS. KLOTl : I will bet you two bucks . 

H.l .JR: No , one buck - and I am givinJ you even 
money! 

Anybody else want to bet? 

MH. PEliLE : I 'IIi 11 bet a dollar . 
' 

'JJt. LUXFOrtD : I am not going to bet aJ ainst interest. 

R.M.JR: hat about Gaston? 

Mit . t}J;ST~ : I am like Ansel, I don 1 t Vi ant to corrupt 
myself. I am still an amateur. 

H . ~; .JR : \\'e.Ll , anyway, ho bucks it is . I will have 
to think of some good reason v.by the book isn 1 t published. 
Of course, that goes if the book isn' t good enough . 

!.lliS. KLOI'L. : L\ r . Pehle and I hope , Vie hope . 

tt . hl J R: You heard what lla ston sai d - I wou.Ldn 1 t be 
Secretary of the Treasury. That is all right . 

M1L. llJXFOh.D: I will take a bet on that, too - that 
you "ill be! 

h.M.JR: Anyway, at least I am encourag i ng you to go 
forward . Is that right? 

Mft. GASTvN: I think the book should come out under 
somebody ' s signature. 

H. M. JR: ~nere ao you treat of "hat you are going to 
do with t he population of the lf\jr? 
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M~ GLASSER: There is one section here on what is to 
happen to the German people . 

M?.. DuBOIS: Chapter XII . 

Mlt. GLAS$Ek. : "The future of the German peopl e under 
this program. " 

ii. M. JH : I v.ould like t o take t his 
very comprehensive. Nov. , I think this . 
approach a publisher on this? 

with me. It looks 
~ho is going to 

Mh. GLASSER: V!ell, harry t hoUJht t uat we r1ould first 
get up t he material in v.hatever shape it is in and then 
turn it over t o s OLle professional craftsman. to go over it ; 
and after he has gone over it and we have checked a t , and 
if you agree t o go ahead, t i1en you can get in touch with 
the publi sher and perhaps have another professional go 
over the t hing for t he last time . 

H.M. JR: Have you got a pr•ofess ional in mind? 

Mk. GLASSER: Not yet, but t here are a number of them. 

MR. UJXFORD: I us just thinking of men like Stout, 
and that crowd . 

~. PErlLE : Fadi man . 

UR. DuBOIS: Sam Grafton vould be an excellent wri t er . 

h. !oi . JR: Has he written a book? 

Mil. GLASS R: He has p •blished a collection of daily 
essays . 

MJ,. PERLE : Writes very well. Fadiman would be a 
very good man . 

H.U. JR: If you knock it about too much, you kllow-­

Lffi. PEHLE : That is why I think it is early to do 
anything until you Bl'e very near t he time. 
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!AR. DuBOIS : I think ~e here in the Treasury can 
do a pretty good job , myself . 

~- . ; LASSKR : You want to get the professional t ouch 
on the writeup. 

H.M.JR: These t hings take a lot of t ime, until they 
get it typed, and all that sort of t hing. ~omebody might 
ask Internal hevenue - Herbert, you might - what is the 
arrangement that Stettinius had on his book. All his 
revenue and royalties went to the .tl.ed Cross, I kno" . 
Just now did he do t hat? 

!!R. GA~'TON : 
accrue to him by 
t he ned Cross be 

he had an arrangement ?.hereby it didn 't 
revenue , and t hat is done by letting 
the nublishe r . .. 

YR. PEHLE : Came up here , didn 't it , !.lr . Secretary? 

H.!.l . JR: ilo, that v.asn ' t true in Stettinius ' case. 

li.J .• LUXFORD: Willkie made his arrangement wi th Crowley 
as the trustee , and then divid6d the funds between the 
Chi nese, Huss ian , and American .t~.ed Cross . 

:. ,,, PE.HLE : ~lorri s Ernst would know t he whole t hing, 
how to do i t. tie was in tne Vlillkie picture . 

MR. LUXFOI\D : Also Phil Wenchel . 

)~,. GASTON : There are several ways t o do it. I 
don ' t imagine that the income from the Stettinius book was 
very great • 

.:i. !.I . JR : Yes, I heard him say two or t hree months 
ago, either eighteen or t wenty-fi ve t housand dollars . 

MR. GA~T<l'l : I don 1 t knOYI how big hi~ personal in come 
is. One way is to let it fall within t he f ifteen percent· 
if it isn ' t too big . The other way i s to con tract before 
publication . 
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li , !.I.J R: I want t o contraot before publication. 

~. LUXFORD: ~e are expecting a best seller out of 
t his ; wi th your name on it and t his plan it ought to be 
a best seller . 

1!Ji.. DuBOIS: It is not just a book. 

H. IL JR: tiave you boys looked at Vansittart ' s l-ook? 

tffi . WXFOkD: No . 

',\" • PERL!!:: kecent? 

li. ! . • JR : Yes, he has written several. 

l.ffi. '}ASTON : Yes 1 there vdll be a large sale . 

~tH. LUXF'atD: You ha ve the best advance publicity . 

H. M. JR : Then I said doing it t hrough the il.ed Cr oss , 

1J 

all the !\eel Cr oss chapte r•s can peddle it if t hey know t hey 
are getting twenty-five or fo rty cents f or the local chapter . 
Tha t would be the way to do it. . 

Mt~. GLASSER: I should think it v.ould be bet t er to ge t 
a low price so you could get a ~ide distribution . 

it? 

!.II... SCH~.UDT : One of t hese twent y- five cent ed itions . 

H.1! . J R: a dollar. 

Mrt. PEHLE: And not too long a book. 

ll .H.JR: V.ho did 'Wi!lki e ' s book - I mean , who published 

ht~. GASTON : ~imon and Schuster . 

ll. ~' . JR: These publishers keep these things very 
secret, too. 
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kit. GAS'I\1N: Harry Schel'lllan could give a lot of good 
advi ce because he knows the technical game very we ll and 
he is not committed t o any one publisher. 

ll. M.JR: You hope! 

14 

:AR. GASTON: I know he isn ' t , as a matter of faot . 

H.K. JR: Well, l et me read this thing . As I say, I 
am just t hrowing out a few suggestions . I am delighted, 
notwithstanding Mr . Pehle's and 1lr s . Klotz' and Jo{r , Gaston ' s 
doubts that I l'l'ill not be Secretary of t he Treasury when 
it comes out . You people have to be prepared for a lot of 
new t hings from me after elect ion a~d t his is one of them. 
I am boing to evaluate where I can do the most good. 

t.Ut. LUXFOnD: I am glad to hear you say t hat because 
I think t here is a second book that should be published 
and t hat is the program t hat we drew up for post-war . 

H. M. JR: Oh, yes . 

Mrt. GASTOO : The economic program. 

tut. LUXFORD: It is one that is needed. ~ •• e can bold 
that one off until ~e get t his one under way . 

:t . ... . JR: \'ie are talking here very confidentially -
no, Pearson isn't there--

~1 •• GASTON: Arthur Krock is the one to look for . 

H.l .. . JH: The funny story that McCloy told last night 
was t hat somebody went to a Cabi net meeting and they said, 
"No,1, this is very, v.:ry confidential." And the President 
looked around and said, " \~ell , after all, t here is no use 
being confidential becaus e, after all, Pearson sits right 
here at the Cabinet!" There are two soui•ces he has at 
~abinet, one is "allaoe and the other i s Ickes. 

L(, LUXR:>RD : Just h.o? 
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n .~ . JR: Only two that 1 know about! \Laught er ) 

J.L\ . G AST<N : 
ls Cordell Hull. 
State Department 

I know of another one. Another one 
Cordell llu!l t e!ls people in the 

who will tell Pearson. 

B.M.JR : Are you being funny? He is so ter rifically 
anti- Hull. 

I!J,. GASTON : Sure, but he has excellent sow·ces in the ,. 
State Depa rtment . 

!JR. LUXF01U>: 'fnere is a pipe-line , too, to FEA. 

~w~ . PEHLE: The article t hi s morning suggests tuat 
utwey has had experience as an agriculturist, and ne says 
Hricker , wnen he got out of college during t ile last 
war, after an athletic career, v.as ordained as a chaplain 
in one day. 

!1.!1. JR: Di d you find something in Krock' s article? 

Mlt . DuBvi S: No, it v.asn ' t he re, Mr. Secretary. 

GASTUN: Krock's fi r s t-page story is the story. 

il. • • .ffi: nerbert, you see , there T.as some monkey­
bus i ness .;oing on yesterday - this business of .acneson 
calling up so unctuously, and so •orried about TT.i tty 
of the Neh York Tribune going up to see Opie at t he British 
en1bassy--

... ut. GAST(lol : \,hat happened t here was, I think Twitty -
I think the derald Tribune bureau got an intimation some­
horl that KroCIC was com1ng out with a s tory and they tried 
to get i t and were not successful. But not .. ing t hat we 
~ould have pu t out in the way of a formal release woul d 
have done anything whatever to head off Arthur Kr ock - it 
JJight even have tended to stimulate. It v.ouldn ' t h&Ve 
done any good. Hut , of course , he has had the story told 
to him by FEA or State - probably FEA. 

\The Secr etery tckes a call from kr . ~tettinius as 
f oHor.s) 
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RM Jr: 

Operator: 

Bell o? 

All right. Go ahead. 

November 3, 1944 
9:50am 

HM Jr: Hello? 
Edward 
Stettinius: Bello, Henry. 

HM Jr: Good morning. 

S: Bow are you, sir? 

HM Jr: Ob, mad ! 

S: Wel l , nov I want to go on record with you t ha t 
nobody from here bas talked to Krock. I oarried 
on a quick survey this mor ning, and no information 
vas given to Mr. ICroclt f r om the State Department. 

HM Jr: 

S: 

HM Jr: 

S: 

HM Jr: 

S: 

HM Jr: 

S: 

HM Jr: 

S: 

Hl~ Jr: 

Well , needless to say nobody here would give him 
that kind of a story. 

Now, Dean tells me that the Bri t i sh Embassy phoned 
y esterday that the Timee, Herald Tribune men were 
up there, and tha t he talked to you and you thought 
they ought to be referred to Oscar. 

That ' s right. 

Yee . 

No , he didn 't tell me about the Times man. He told 
me that Twitty or the Tribune wa e up there. 

Well , t he Times man was there , t oo . 

Well, be d1dn ' t tell me that. 

But see Krock has got the whol e work s there. It's 
complete from s tart to finish. 

No , Acheson didn ' t mention the New York Times ' man. 
He just said Twitty of the Tribune. 

Yes. Well , Acheson said that a Times and a Heral d 
man were at the Embassy , and they wanted t o know 
what to do. 

Well ,• I t hink thls , Ed. I think Krock bas had thi s 
thing right rrom"the beginning, see? 
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From the Sri ti eh? 

I don ' t know where. No , no - no, no. I think he 
has had this whole business right from the beginning -
there was some a rticl e he wrote earlier right after 
I came back from Quebec which 1nd1cated that he 
knew something about th1s Lend-Lease , and that he 
has been holding this until now to make it politically 
as bad as possible. But t here was some thing he wrote 
r i ght at the beginning wb1ch indicated to me • •.. . 

That he knew about the Lend-Lease. 

That he knew about the Lend-Lease stuff, too. 

I have spent a lot or t i me in the Deoartment since 
we had lunch and, Henry , I just can't beli eve that 
one o f our boy s has done any dirty work. I r t!all y 
can ' t believe it. And I've grilled lots or ~hem 
right in my office alone. 

Well, or course, I' ~ s ick or it only for one reason , 
and that is 1n case i t may have some bad effect on 
t he President . 

I don't t hi nk it will . 

Wha t? 

I don 1 t think thi s will. 

Well , the i nference i s so dirty - that we bought 
the Bri t i sh sympathy for Germany through • . . . 

Liberalized Lend-Lease. 

That 1 e right. 

Yes. 

That ' s the dirty inference. 

I Know. 

I ncidentally, while I have you on the wire I think 
I had some one call your offi ce. There is a man 
by the name or Hall who is Under Secretary or the 
Foreign Office, and he made a very good statement 
in Parliament yesterday. 
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Yes, I have it before Me. 

Hello? 

Yes. 

\rlha t - my request? 

Yes. I got your note earl y. 

Oh, yes. I thought we .might get the tull text ot 
hie statement. 

Well, I will s end the tull text to you the moment 
it is r eceived . 

Will you do that? 

It might though - 'eometimes £bet come by airgram, 
and it might not be until thi s evening, but we 
will get it to you certainly within the next day 
or two. 

Now one other thing - 1n a round-about way I heard 
that Mr. Roosevelt wrote Mr. Hull here recently 
about treatment ot the Germane - short and long 
distance treatment ot them, and military treatment. 
Are you familiar with the letter that he wrote? 

Not recently. Not since he has been - not since 
I have been Ac ting. 

Well, I gather that it was within the last week 
or ten days. 

A l etter trom 

The President ~o Mr. Hull. 

The President to Mr. Hull. 

And you turn1 ehed a copy ot it to the Army. Hello? 

Yes. 

I •o~asn ' t furnished a copy ot it. 
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Well , l et me l ook right into it. 

Will you? 

I Will. 

Please. 

I will , sir. 

And I d1d ask - yesterday I only heard about it­
I di d ask Grace it she woul d look . it up, but . ... 

A l etter from the Presi dent to Mr. Hull on the 
long and short-term treat ment ot Germany. 

Ot Germany . 

Right away. 

Would you? 

I will , and you shall have a copy. 

Thank you. 

And both earl y and otten. 

I d i d a sk Grace, but she couldn ' t locate it. 

Well , leave it w1 th me - I will get it. 

'liould you? 

Yes . 

Because I tak e it that Commit t ee at least is still 
s t anding. 

The t ta Boy ! 

Now have you seen the Engliah Handbook? 

No. 

You haven't? 
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The Engl i sh Handbook on Germany? 

Yes . 

No. 

Well , we have analyzed that, and I would like to 
send you a copy of our analysis. 

All right. Okay , old boy. 

Thank you. 

I ' m going to see - I'm going t o call Harry White 
and tell him he can come over any time today a t 
hie convenience. 

Well , he doesn 't get in until a round 11: 00. 

Well , I wil~ leave word with his office. 

Well, I appr eciate your calling me, but thie 

I know. 

Believe me , I will take your word t or it. 

Well , I am still going to work. 

;-n 

Well , I am, t oo , but you see on the 29th - have you 
go t just a minute? 

Yes . 

Thi s is the 29th of September - Krock sai d , 
11 Thi e correspondent was infor med today that the 
Briti sh l ent an i nter es t i ng ear to descriptions 
ot the benefi cial affect on their hard-pressed 
economy if Germany were turned into an agricultural 
nation. The Briti sh Lend-Lease debit with us now 
i s six or seven bi~lions.• Now if you want to send 
tor it- it i s Krock ' s story in the Times o f the 
29 t h. 

Krock 's story in the Times of the 29th. 
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And in that thing he tips his hand that he did 
know about what he wrote today. I am convinced 
that he knew that on the 29th. 

All right, boy. 

So it goes back to that. 

Thank you , sir. 

Thank you. Are you looking up that 1 etter !rom 
the President to Hull? 

Yes, I'll go right a f ter it. 

Thank you. 

?l 

• 
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!llh. LUXFvkD: !AI' . ::.ecre tary, you can assUJIIe that he 
has the ~etec u~rf ement. 

ll\. GAS'l'Oi• : lhis stor y of Krock ' s is not a one- day 
s tory - somet hing that he has written in a hui•ry; that "is 
something he has spent some time on . 

~r.t. LUXF01m: He is playing trUlllps. 

LU1.. GAS'l\;;~ : This herald Tr i bune i nqui ry sprung from 
a leak that Krock ns about t o spnng somet hing . The 
Ti mes man going along us a cover-up t o see what they 
could pick up di1•ectly. 'rhat is qu1te orthodox • 

. n. GLASS~R: Isn ' t the re somet hing in t he Krock story 
t his morning that indicates he has had rece11t information? 

H •• Jh.: Yes - "Tiiere is belief t hat .1.\r . Morgenthau 
received encouragement at V•ashington as well as Quebec. " 

Mt1. . GLASSU\ : That looks as though t hat was vn·itten 
from t he part of t he book that spoke of the interes t in 
England of naving Germany de- industr ialized. 

H.M.Jli: "These advantages of the L!orgenthau plan 
helped to improve the advantages and prospects of t he 
United Kingdom. At any rate , some of t he British are 
said to have been impressed by the advantages of t he plan ." 

Definitel y , he knew it then . Oh, hell! 

~rt. LUJl~RD: You can start out on the basis that 
once be knew as IDUCh as he did, nobody r.as GOing to bold 
back the rest. 

H.M.JR: McCloy said , "I had t he lett er from the 
President to Hull i n my hand yes t erday" - he was over here 
two days ago - "but ,"he said, "I didn ' t fee l I nad the 
ri~ht to show it t o you, butr, in effect , I am tell~g you 
thls l e t t e r is in existence. ' 
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I .. ant to say this in behalf of McCloy: After all, 
if I have any success as Secretar•y of t he Treasury it is 
my j udgment of human nature, and l don't think McCloy 
vould go out and deliberately cut my throat • 

. .ln. LUXFOkD: !P' r . Secretary, I might agree with you 
if you say cut your throat; nevertheless, I sat in the 
CCAC meeting wl.en he was blessing the British as much as 
he was you, on their book. 

t • • L.JH: Uut I s ti ll say I don'tthink he would stab 
me i n the back. 

hi m. 
~!{. IJJXJ-'Orill : No , but he agrees with whoever is with 

23 

L!tl. DuBOIS: 
in s tabbing you, 
Pres ident . 

l;hoever is doing this is not only interested 
but t ney a re interested in stabbing the 

H. M. JH: Well, I have roy own guess • 

.'!t. GLASSER : You don't tnink it came out of Edmonton , 
Canada, on the Lend-Lease . 

h. " . ,ffi : Uo, I think this is Cordell Hull, and I have 
always thou~ht so , in view of the way he talked t hat day 
when I came back, and nothing can make me change . They 
can ' t find out asking around there . 

I v.as at dinner and I saw Arthur Krock walking wi t h 
his arm around the waist of Cordell dull. 

J.lltS. ICLC1l'Z : It sounds awful. 

:: ... . JR: And Cordell Hull didn 't push him nay because 
he didn't 'Jan t to hurt his feelings . He is that kind of 
a per son , 
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TREASURY DEPARTMENT 

INTER OFPICB COWWUNICATION 

0 ~c.T~t~ r~ ~,sen't'f\<t(.( Date 

November 3, 1944 
TO 

The aimpleat, and I believe beat, way of 

seeing to it that the proceeds of any literary 

work go to the Red Cross, or aome other chari table 

organization (undiminished by any income taxes 

that might otherwise be payable by the author ) , 

ia for the author to assign all of his right, title 

and interest in the manuscript to the charity before 

he has made a contract for its publicat ion wi th the 

publisher. 
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BRITI SH LEND- LEASE NEGOTIATIONS 

Present: Lord Keynes 
Sir Robert Sinclair 
l.lr. Lee 
Mr . Coe 
Mr. Casaday 

November 3, 1944 
10:10 a .m. 

H.M.JR: Did you peqie see the very unpleasant 
story of Mr . Krock's in the paper this morning? 

Mk. LEE : Yes, I did . 

LOiiD KEYNES: I haven ' t seen the New York Times . 

h.M.JR: The inference in the story is that I have 
influenced you people to do something about Germany 
throu&h promising you Lend-Lease . That is all! 

LORD KEYKES : Heavens, no! I didn' t see that . 

rl.Y. JR : That is all! But he has had t hi s story , 
I am cmfident, for ove1• three weeks, because we went back 
to a story he wrote on September 29 in which he referred 
to the thing then . 

Incidentally, I was very much pleased at what the 
so-called Under Secretary for the Foreign Offi ce , a 
Mr. Hall, said in Parliament yesterday. He made a state­
ment about Germany. He said he thought they ought to take 
most of the machinery out of Germany that had to do with 
heavy industry. He was speaking for the Government . I 
have asked for t he full text. ~fuat position does he 
occupy? 
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LOltD K.ffi!ES: It is a new post . When Dick La11 
was made Minister of ~tate - he was previously a 
Parliame ntary Under $ecretary - they duplicated the 
off i ce and made an additional office . Hall, who v.as a 
Labor man, in a seJ.Se, holds t he post that Dick Law 
hel d . ne i s Parliarnentary Under Secretary. 

Mh. LEE : He ~as i n t he Admiralty before. 

H . ~I . Jk: Did you see the statement? 

Mh. LEE : No, sir, I didn ' t . 

l:i . l . J R: 'ltell, now, you asked for t his appointment . 
Do you have s ome t hing in mind? 

LOttD KEYNeS: It rises out of tne deadlock v.e seemed 
to have reached wi t h the Navy Department . 

MR. SI NGLAik: lt is not a declared deadlock, 
Mr . Secretary. The position is t hat, if you remember , 
t he Navy Depa.rtment asked a pretty complete series of 

_ questions . 

(Ur. Casaday enters the conference) 

ti .}I. Jl: !'ardon me. (To Casaday) I sent in the 
l etter from the ~avy Lepartment . Do you have it? 

MR. CASADAY: Yes, I have a photostat . -H. !.l. Jh : Viell , I dll get the orig inal. It came in 
!ate last night • 

.MR. SINCLAIR: In v.hich v1e endeavored to give as 
complete answers as v1e coul d, and those answers y;ent in 
on the 26th of October. V.e asked for an opportunity to 
di s cuss theta aft er they had had time to consider. J:jut 
two days a~;o we were told that Sir Admiral Waller v.as 
told by &dmiral ~cCormick t hat the 1\avy Department had 
decided what could be done and that their decision was 
bei ng communicated t o you, and they did not feel it was a 
matter for discussion at this stage . 
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\ell, we waited to see whether, in fact, t hat would 
happen . As far as I know, it hasn't happened. 

II.M.JR: It happened late last night. As a result of 
thie letter fl'om Lord Keynes , which came in at four or five 
o' clock , 1 called up l~ . Forrestal and asked him about it . 
He thought it had come over the day before . He asked 
Admiral Horne , but it hadn't. It only got in, I t hink, as 
a result of my telephone ca11. It must have come in at 
six or seven o' clock last night . I haven't read it yet, 
but I asked Forrestal v1hat Ms the idea, and he said the 
idea was simply this , that he thought they should make up 
their minds what they shoul d do, and then refer it to the 
American Committee for advice. He asked if tnat was the 
correct way they should proceed before they submitted it to 
you people . 

I said, "Well , t hat hasn't been the way that the 
Army proceeded . " 

he said that he felt t his VIas the u y they should 
proceed. This is in no sense an ultimatum, but they 
wanted to refer it to the American Committee for advice 
and t hen if the top committee thought it was all right, 
t Len they would show it to you people . 

I said, "It isn 't up to me to advise the Navy how to 
proceed." 

I would like to see the letter and study it , but I 
haven't bad a chance to read it . 

LORD K~ES: \i'e ha ve no means of knowing whether 
it is satisfaclory or not. If it is unsatisfactory it 
woul d be unsatisfactory on small details that none of us 
can judge on . V.hether the technicians on the two sides 
ought to be exchanging their vi ews--

(Mrs. Mchugh ente rs the conference. Hands Secretary 
letter of November 2, 1944, t rom Secretary Forrestal) 

"'1 
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'Mlt. SI NCLAIR: The trouble is one of very small 
dimensions , relatively, Yr. Secretary, because if you 
exclude the repairs, whi ch are almost impossible to 
estimate - it has been running at a l evel of around eleven 
million dollars, and then take out quite a considerable 
proportion for ~ork on new shi ps whi ch is at present pro­
ceeding and wi ll not be affec ted by t hese discussions , 
you are left wi th somet11 ing on the order of a quarter 
of a million dollars representi ng the "hardv1are" which 
the Admiralty is asking for . And off that there is one 
considerable item. 11bat we a re asking for is a very 
large proportion of American prodUition in t hat one item. 
For all t he rest of t he i terns , what v.e are asking for is 
a tiny proportion of American producti on . 

So there i s not in t his problem anything like the 
dif ficulties , one would say, which require long and com­
plicated discussion as was the case with the iir program 
or the ground Army program - v;hich discussions were, in 
fact, undertaken exceedingly thoroughly and quickly. 

H.1~ . JR : I;Jell , as long as lolr. Forrestal bas taken 
t his direction, I r.ould like to have an opportunity to 
s tudy it r.ith my associates on t he Committee. But I 
promise you that before the sun sets tonight we will be 
in touch wi th you as t o the Navy program. Now, I can ' t 
move any f as ter . This doesn't show the time of arrival, 
but it r.as hand ed to me last night at nine o' clock . It 
is onl y uated November 2. He us sure he had signed it 
on the first. Well, it is dated the 2nd, so he is wrong. 
So I can't move any faster than that . 

MR. SINCLAIR: ~e very much appreciate i t ,Mr .Secretary. 
'fbat v.as one of t he i deas in our minds men v.e were asking 
for an early meeting to consider the aircraf t agr•eement, 
because we felt it was desirable to maintain, as you bad 
so repeatedly emphasized, t his sense of urgency over the 
whole business . 

H.M.JR: I am in complete sympathy with the thing, 
but I do think, in view of the fact t hat that is 
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lM. Forrestal' s wishes - he says here , "l:efore our Sub­
committee replies t o the Bri ti sh, I v.ould appreciate your 
informing me whether this procedure is satisfactory to you. " 
So I have got to read it, I have got to give it to the 
American ~ommittee and gi ve them a chance to answer. but 
we can move fast enough so t hat before official sunse t 
tonight - I don 't know what time it is, it i s around six­
thirty - v.e will be in consultation rlth you if you are 
free sometime this evening . 

I s there some other matter? 

LORD KEYNeS: If we ha ve the meeting this evenin~ 
we shall have in front of us the agreement with the Alr 
people, and that has a clause in it about our underwritin~ 
ill Part "A". 

v.e shall have to put in the rese rve just before , and 
I was wondering whether there l'las an impossibility of 
clearing . We could suggest an alternative phrase, I f 
v.e had a phrase about the l.;ominions similar to the one about 
the United Kin~dom, I think i t would be all ' right. but I 
don' t know ~hat is in the minds of the Air people in putting 
in this clause r.hich is unconstitutional in asking something 
whi ch is not possibl e, and recommending that as a condi tion . 

~e think it is something wnich ought to be discussed 
if there is anything to discuss in connection with the 
Dominions ' applicati on for Lend-Lease. It seems out of 
place in this agreement . 

I just wanted to ment ion something which we shall be 
rai s ing. 

MR. COE: lt is that old problem, Ur . Secretary, of 
reciprocal aid from the Dominions, and I t hi nk back of it 
really lies the •rmy and Navy desire to get in one place 
some words which de'!.l f ot• all territories. ~ ow, they 
keep on trying that . The Army gr ound people did the salllll 
t iling, as you say . The Air Rlrce people, I think, as 
Sir J\obert says , are just copying t he Army gx•ound force 
one in makin6 sure that they are not retreating one 'VIhi t 
more than the Army did . 
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H. !.:. JR: Frank, before J. meet with the people again 
I wish you could have a subcommittee meeting of t his thing 
and sort of air it . Can you do that? 

~. ODE: Well, that depends on the time. Now, ~ill 
you want me to meet r.i th the Americar. group on t he Navy 
matte r before you meet wi t h the British group? 

H. M. JR: I t ell you l'lha t I will do. I don • t know 
unt il General "at son sees the President - some times he 
doesn' t see him until eleven - t hen he gets his appoint­
ments. but the minute I know, l ~ill be i n touch with 
Coe and we will try to set up a series of meet ings this 
afternoon. how r.ill that be? 

LORD Ke~ES : On this tominion matter I thought it 
might perhaps hel p i f I let you see beforehand the sort of 
thing I should be saying . 

H.J.I .JR : Coul d you get that to Coe? 

LORD KeYN eS: Yes , by lunch time. 

H. M.JR: Fine . well, as I say, I r.ill not leave town 
without s t raightening this t hing out . 
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C: 

HY.Jr: 

November 3, 1944 
11:24 a.m. ? t; ... 

I have just beard this second that there will be 
no cabinet. 

There will be no cabinet meeting. 

Now, so I'm free all afternoon. Now, how can we 
work this thing? 

Well, whet would you say to the American group, 
including the Navy,meeting you at two-thirty 
and then the British group •... 

Now, wait a minute. I'd a little bit rather 
have-- let's say the American group at three. 
That doesn't rush me quite so much. 

All right. American gr oup at three. 

American group at t hree. 

And the British at three-thirty. 

That's all right. 

Is that all right? 

The t Will be perfect. 

Okay. Then we'll set it up that way and try to 
get the Navy. 

American group at three and the British group at 
three-thl rty. 

Yes, sir. Mr. Secretary •... 

Pl ease . 

... . after l ooking over that Forrestal letter to 
you, I literally could not see the connection 
between it and what Sir Robert Sinclair said so 
I'm going to check back. 

All right. 

Is that all right? 

You mean it doesn't-- I don't - - no, I'm not 
quite sure •.•. 
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Well, Forreatal' a letter s tated some -- atatee 
some conditione •.•. 

Yeah. 

•... that the Navy is outting on giving these 
goode and, by the way, they 're being rather tough 
i t seems to me . 

Yeah. 

What Sinclair seemed to be talking about was 
some absolute r efusal to give a big blook o f 
goode but I couldn't even find it i n what 
Forrestal wrote you. But I guess we can clear 
that up. 

Pardon? 

Thank you. 

All right. 
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November 3, 1944 ~7 
2:33p.m. 

How long are you going to have that movie? 

I haven't go t it here-- I don't know. 

What I was thinking about if -- tomorrow if you 
could shoot it over here, I'd have our special 
service peonle who do that work here take a look 
at it •.... · 

Wonderful. 

.. .. with an idea of possible use. 

Well , now wil l you hang on while I talk to 
FitzGerald who handles t hat? \'1111 you wait 
Just a second? 

Right. 

(Speaking on the inter-office co~unioation 
system: Fitz, can you get that Russian oicture 
"Rainbow" over to Mr. HcCloy tomorrow? Answer: 
It's gone back to New York. Hl~Jr: Well, you 
call them up, will you? Answer : Yes , sir. 
Hl~Jr: And tell them Mr. McCloy would like to 
have it to show to some Special Services oeople. 
Answer: Right. May I have it brought right 
back again? Possibly there will oe some Treasury 
people coming down. ~Jr: You mean today? Answer: 
Yeah. You see, it's on the train now. HMJr: Yes. 
FitzGerald: On the way up. HMJr: Listen , you see 
if it's agreeable to the Russians if you can deliver 
it tomorrow morning to Mr. l~cCloy. F1 tzGerald: 
Right. H1~Jr: Now, how you do it is your business. 
FitzGerald: Okay. HMJr: Right. ) Hello? 

Yes. 

I don't know whether you could hear. 

I go t part of it. 

Well •... 

It was on its way to New York. 

Yes, and he's going to get it-- if necessary, to 
have a Treasury man bring it back. 
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Oh , fine. 

And they'll deliver it to you tomorrow. 

Fine. Fine. It will be over here sometime 
tomorrow mor ning, t hen? 

I 'll bs.ve it 

If you can. 

I ' ll have i t ther e t o your office by nine 
o'cl ock. 

Okay. Fine. 

Without fail. 

Good . Much obliged. 

And 

You know whet they t htnk about it. 

Uh - - wha t's that? 

They ' ve got exper t s up there that go over it 
with the idea of the eff ect s on troops and 
what not. I ' d like to have them see it. 

Yeah, I ' d like to know what their r eaction is. 

I'll t ell you. 

Thank you so much. 

Okay. Say, I had a very pleasant time last night . 

We en j oyed havi ng your wife and you •.... 

It was a lot of fun . 

. . . . very much. 

Thank you. 
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14orgen thau tal king. 

Good afternoon , ¥~. Secretary. 

Row are you? 

'"'C) 
November 3, 1944 
2:36p.m. 

Thank you. I am very glad to hear your voi ce. 

Hr. Gromyko 

Uh huh. 

. . .. I thought you ' d like to know I saw the 
Russian piotur e last night, 11 Ra1nbow11 • 

"Rainbow" ? 

Rave you seen it? 

Yea, I did. 

'llell, it 's magnit'1o~ ent. 

I am very pleased to hear this. 

And ae a result or my seeing it, Mr. HoCloy is 
going to show it to the Speoial Service Division 
or the Arrny. 

I see. 

With t he possibility or their showing it to our 
troops. 

Uh huh. 

And t hen I called up Mr. Spyros Skouras, who is 
President or 20th-Century Fox and told him to 
see it, a nd urging him to distri bute it through 
their seven hundred theatres. 

Uh huh. What did he say? 

Well, he said he would see it this week-end. 

{Laughs) I am very pleased to hear thi s.. When 
did you see the pioture? 

Regraded Unclassified



HMJr: 

G: 

!ii~Jr: 

G: 

HMJr: 

G: 

HMJr: 

G: 

ffi~Jr : 

G: 

( J HMJr: 

G: 

HMJr: 

G: 

HMJr: 

G: 

HMJr : 

G: 

ffi~Jr: 

G: 

- 2 -

Pardon? 

When did you see the picture? 

Last night-- I saw it last night. I sent t or it-­
to the Treasur y-- I had it at the Treasury. 

At the Treasury? 

Yes. 

I see. 

I saw it in the Treasury last night. 

Uh huh. 

And now I ' ~ tryi ng to get t he film and sending 1t 
o ver to 14r. McCloy, who I had here last night , also , 
a nd he saw 1 t . 

Uh huh. 

And he ' s going to show it to the Army tomorrow. 

I l iked it myself. I think it is very -- very 
good. 

Well, . ... 

It is very realistic. There is nothing -- there 
is nothing artificial. 

No. 

No fiction - - it is simple and terrible, bitter 
rea11 ty. 

It's - - it's magnit1c~ent. And those actors-­
you feel as though you ' r e living righ t in the 
village with them. 

Uh huh. 

I didn ' t feel that they were ac tors. Are those 
all actors or were they some real Ukraines? Are 
those all ? rofessional actors? 

I think that they made those probably with 
prof essional actors. 
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They are? 

Yes , in "Rainbow• they are orofessi onal aotora. 

Well , you might-- I don 't know what-- which 
one of your organi tations handle these films, but 
you might tell thPm tha t they may be hearing from 
Mr. Skouras, the President of 20th-Century Fox. 

J.!ay I ask you t o sPell his name? 

Yes , S-k-

Uh huh. 

o- u .... 

0 - U . 

r-a-e. 

r-a - e. 

5-k-o-u-r-a-e. 

20th-Century .... 

He ' s the president or the 20t h-Century Fox. 

I will-- I will write t o the proper cinema 
people •... 

That's right. 

. . .• about it. 

They have-- if they take it, they have seven 
hundred theatr es. 

' 
Uh hub. It would be very good. 

Yes. 

It would be very good if they • ... 

If you get anything else as good as that, l e t 
me know, will you? 

If I know -- what did you say? 
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If you have any other picture coming like that, 
I ' d like to see it . 

Oh, I see , a ny other picture. 

Ae good as that. 

All r i ght , or better? 

Better. 

(Laughs) And if it is better you would not mind. 

I f it' s better I would not mind, but if 1t' s as 
good, it will be very good. 

All right. I will do -- will not hesitat e . 

Right. 

All right. 

And .... 
And how ar e you generally? 

I ' m all right . They kick me around in the 
newspaper s but jus t as long a s I know I ' m right 

(Laughs) 

•.. . on how to treat Germany , I don 't mind. 

I would l!ke sometime to -- to have lunch or to 
dine wi t h you and Mrs. Morgenthau at t he Embassy . 

\~ell , we 'd like to very much and we ' re goi ng home 
tonight to vote. 

I see. It is a difficult task for you , too , 
because 1 t is qui te a long distance. 

I? 

That 's right but I-- I'll ge t i n touch with you. 
I'll speak to Y.re. Mor genthau and then I' l l get in 
touch with you. 

Thank you very much. And I hope I Will see you on 
November the gth. You will be abl e to come to 
Washington? 
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No, I'll be in the country. 

Oh , I see. 

I -- we sent our r egrets. 

I see . 

·~ e 're going up now and we're going to stay 
there until the President comes back. 

Then I hope you 

You see we l ive near - - we live near him. 

I see. I hope I will soe you and Mrs. Morgenthau 
af t er the •. . • 

You will. 

. . . . the election. 

You will. 

All right. 

And how i e your good wife? 

Thank you. She is all right. She is much , much 
better than before. How i s Mrs. Morgenthau? 

She 's all right , thank you. 

She is all right? 

Yes. 

As to myself, I was -- I spent two and a half 
months in Moscow •.•. 

Oh. 

in -- from June tbe lOtb to August the 20th. 
I departed from Washington on June the lOth. 

Yes . 

t' J 

And a rrived Just before the so-call ed ... ( inaudible) 

Oh-oh. 
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You don 't say it as though you liked 1t . 

Oh , I Hke 1 t . 

You Hke it? 

• 1 
I .. 

Yes, because ... (ReTalnder of sentence inaudi ble). 

I see. 

For the Russian people, it sounds like 
I tali an . . . (Remainder o f sentence inaudl bl e ) 

The way you said it, it sounded like a 
swear-word. 

(Laughs) That's right . 

All right. Thank you. 

Thank you for calling. 

Bye . 

Bye . 
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Oo ahead. 

Hello . 

Hello. 

!·lr. Secretary, how a r e you? 

- •m alive. 

November } , 
2: 44 p.m. 

ThP. t ' e good. ~!r . Secre t a ry, on that memo 
r,ou were asking about, the President said, 
' No , that was just f or the State Department . 
It 1 s a 'Top Secret ' to the State Depar t ment. 11 

Well, sometime when I see you, I' l l tell 
you about it. 

All right. Fine. It' 1 t' s a 'Top Secret', they 
shoulda't have been handi ng it around, I take 
it, or people shouldn't have known it was t her e. 
But he ' s not willing to have any copy sen t to 
any Department. 

\~ell , when I see you , I ' ll tell you about 1 t . 

All right. Fine. 

Thank you. 

All right, 1-!r. Secretary. Bye. 

Bye . 
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lll.n-ut.es or t'tnin& 1n secretar)' torcent.ba-o'a 
O!tiu on Novaaber J, 1944 at 2t ~ p.a. 

Present 

secretary l:or&enthlu , Chait'lll&tl 
Hr . White 
Ill', Cuodq 
Mra . llot.s 

l!r. Currie 
Ur. Cox 
tr. Cot 
cr. David~ 
rr. An&tll 

1:r. PltteraoD 
t 'r . Lovett 
Genenl Sonervell 
Colonel Stewart 

Cr. Oeles 
Acalrol l'<:Cormick 

Ur R!9ui.rC.et&tS and lteciproc!l .lid 

t'R. t10R'l!:;-THAU read 1 note !l'OID I'R. COlt which roportltd that 
the IUbcOIII'littee on Amy and Fleet air requirements h&d cone to 
agMtenent exceot aa to tt- rosor-vation which the United Sltt.ea group 
had l)lacod in the report.--n~e;ely, that American agre•ent on the 
requlr•ent.s was condU.ioned upOn the Otlt-ed Ungdca 1a underwriting 

rect~l aid rrc:n the P.apire •• a whole. 

I!R. PATT'!RSOll uploinod tbot tho porasropb "'30r<lin4 •illt&r7 
reciprocal aid was ta.ctn troa the A~d Report.. 

~. LOVKI'T said thero • ere two reeiproeal a,id quettb nl which 
wort quite diJ''ferent.. One deals with component..s, et c . t.0 bt supplied 
by the R.A.. F. There iJ no question about t.h11. The other 1t the 

aeneral quution or aid f'r<:lll the D:ainiona and Coloniet. Thit waa 

pUeod in the Ur doetlotllt \4 brinJ it int4 qreCUOt With \ he P"Ouod 

docwaent.. 

~ SCI"Jl9Jitt.L pointed out. t.h.lt. ttMre.as caa~ltaent on the 

pert of the United Kin~doal t.o turniah reciproc.al aid is categorical 
and coaploto, that by tho Colonits and Dominions is hazy ond s t vos 
no auura.nce that ,..a • ill cat what • • nt.cl.. Thit was the rouon tor 
int&r\.inl this re .. n-at.lon. An Ulu.traU.,. CI.M of boot (J"'tt, 

Aunralia • •• given. 'the Australtant were wUUna t.o • . he t.M -.r 
to our Arwt prorlded the British wcW.d underwrite t.M con or u .. 
Tboqh t.hit wa.s ftn.all,7 wortced out, thoro wu a -.rea.t dod. or del•T• 
Tho propoeed a.sSUJ"anco t'r'Cil Britain would be or particular value in 

the Pac1!1c war. There 11 growing r t:oietenct 1n India t.o t'umiah.in.g 
supplioe t he u.s. An17 a okt Cor. Gf..)f!.RAL ~VELL atuod t.hlt be 
wanted an administr ative arrangement whoroby tho Brit iaft s~ko for 
t he ColoniQI and b 1n1onl Whcm tboy gh't aat.c:rbl s t.o tho U\1t0d 
Statee, 1.n t.ho aMI way t.h.lt th"7 did whOft t.h07 askod tor arttclca 
l'r<a the ~1tccl Stat ... 

1)1 rc._sc t4 o quUUOC> l'r<a IIR, 1llll'I'B, -~ str'IIR'RU. 
said that tho AnQ''a eia~rtn~a rc:.sard~ a1llt .&J7 r;x.iprocal a.1d 

conce rned not .,o Duel\ t ho actual dol1vorr ot tho gooda, •• t ,bo qt~eftion ot 
!111anoing. IIR. PA'I'TIII80N point ed cut that it did net ••tt• r t4 the 

1.11 
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A'-7 Whldl pan of tho llrit.iob llepiro poid for \M p>Odo, oo looc u 
t.M tar Dtpen.ct. did not bue to Pl7 tor ~. 

Thoro wu dirtrtbuted o ..,._..,, rn. Lord '""''' (u.s. 1o. 22) 
-.Mc.h p.n reaeont whJ the Brit.ilh could not aalce the ~ta:tat that 
• u "'ln& aM..:I ot u~. In reaponH to • q\M:att.oft r... &!R. 
l~4THAU• I:R • .tCHI30N said that he t.b~Ngt\\ \.he qu.,tltlft Wll t.lnda­
Mint..ell)- • UnancUl utter e:n4 not • conni\uUonal utter •• waa 
lUted in the 8ritlth Ooetr~ent. 

At &I'R. lilm~jn£AU 1 e .U.'(ltestion, I'R. PITT~ N111ed up by 
NJ1na; that oU.her the British or the biniona thould 11ree to ut~der­
wrU.o th() reclprocll aid prosr•• in which ovant. the reaorvaUcne 
could be dropped, or aloe the u.s. aide ehould uphold t.bo roaorvat ione. 

MR. ICHISOH was not auro that he IK"od• Dtoauao he thought 
tho quol'tion wu inherently fine.ncial, it could not bo &ni'Wored ontU 
dccieion• had been made upon tho Britiah et.orli.n& and cmer al inter­
national !1ntnc1Al position. 

r'R. C08 pointed out that tho Britilh would p~.rt.ic\llarly ask 
whothr r t.bo Army or Navy 1fU'C dissathfiod with nde1.1n& arrango­
aonu. U tho NP17 wa:a t..bc"t. SQOds woN ')oinJ dcl1Yl!r.ed set.1slactorU7 
und .. r t..h'~.C crr~~!:nt.s, t.ho B:r1Uah would "* Wb7 they abould bo 
<Mn.lcd. 101. PATf1RS09 soid <hot t ho probl:a of crtUn; \llo IJOOd• 
waa not. ecut.; et the. ~cnt., bot t.lut cxiatin; orr~•mta voul.4 
not b.> ao at.Uatactory when t.be t.h:ctrc ot tlshtina ut.a 41at=t fica 
the aource ot suppl:y. 

I1R. a"'R~:tH!U st.c.ted t h!' t he -~· not Nlht'ted with the mount. 
or ~~r·e&ent ""-1ch hAd been rel"chld by the tktiud Stf'tea $J'Oup, : nd 
thtt "ccordin:Jl¥ he w;ontftd the :(eneral /.11ertc:n Subcc.ittoe to aeet 
on thle ~nd confer rlth the British further. I'R. I'O'f't'llill'fKI'U reee1Yed 
troa -'ifli~R't sor·K~'Il'..LL assu.rence thrt r ohort delay to obt~in "&ree­
•ent on the .'.meric:Ofl side r.ould not hold up 4n1 wpply deliveries or 
delry the wl'lr. 

2. llnvy Proaroa 

t'R. I'OR'1-"'21TI:L"U explained to fiR. 1\.\TP.S thllt the British were 
ICIIII'II'tut.t disturbed About tho procedure which \Tna to be tolland in 
dhcu.llinS their ,'dll1ralty Nq.Uirer!lents. He uid thl'l t t.a he under­
st-ood 1 t, they hoped we would tollO"K the .amo procod'llr. ~• on the 
A"'7-0round requ.tr.:ents, .mere there were dot."'iled d:itcuuicne b7 
the ropr .. ont.l't.hes ot t.he b"' countriea .-nd th~ rn aaroc:aont oo 
the ht.ndltn& or the 1t.c:as, 111'hich 1f1"a •ent to the top ~U.•• a s 
on osro<ld ropon. 1'be Britiob had h~ rbou\ tho ropor\ nteh the 
Mt YJ htd 4rtt!led, but Utcy tv<t not Md a cJvoncc to eoo it, and 
WON nhftid tbrt they would oot. be lll..lo.~ tO Mel it. 

,\ IIIIRAL IIC:OOfiiiCX roJ'].iod th."t tho H4YJ proc.cture •.:-a mutt the 
Br1.tiah h.·uS wcsost4<1, ns., t:tvot tho Na.,- eho~d t1tke ctu.o note of 
•.ca1rrlt7 roqu.i~ents whoa initietina or rc.Yi•lnc proctuction echedule•• 
Tho No.vy Md tholqhl t~t it •~• tarcod on nll etdta thllt noth.ing like 
c pro\oeol •:rs l.n..,l..,d. ~.ccontln,~ly thO)' wiohc:d \0 \011 \ho British 
tl\fl t thoy wrc ·villin:: to t .-:.kc "duo noto," et tho tt•o t.i.c:le point inc 
out ocrtrin pli"CCS .-horo tha l)l1tod St.nt.oa would not bo t'blo to CU'r7 
out Br1t1ah roqucata, ~tnd nvo1d:1n& aontlon or ovor-all dollu fipro• 
or dollcr t1curoa tor pcrt1.cul.ar itlll,. This Wfll tho purport ot 
SIICI!I(I'/,RY FOR~ltST.'L'S l etter (U.S. Uo. 26) to SHCI!!TARY I !OR1f.liTHAU. 
IIR. IIOR1'11TK'U explained thot he w• a not criUoidna \ho Ncvy'• pro­
cedure, but that the Brltiab did not \1'\deratand it. 

'tler further discussion, the sense or tho meeting ~•s that 
ao tar 11 poaalble all the dit!erent proeraae eho\lld be handled 
ICco·rdi.nC t.o a l'iatlar procedu..re, with t.he 8rit.i.lh Chen opportunity 
t.o diiOUII tbe particW...r il•o, tho OVOI"-al.l CO\W'It to be ;tranted, 
and \M prococluroa to be follcooed, Tile ·~-\ would be .,bodied 
in o report to the c-.tttee, I'R. 111!1!5 rto\,od for Sl!CR~Al!I 
FOIUI'SUL that \hio prococluro woo occoptoblo ODd tM\ 1'11. llll!'ll!:m!&O 
&1~11\ oo l.nfona tho British at tho tollowJ.na aoo\l.nl, 

1\7 
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November ~. 1~44 
3:00 p .m • 

.AME!UCAN DELEGATION FO~ BRITISH LEND-LEASE 

Present : Mr . Petterson 
Mr . Currie 
L:r. Acheson 
General Somervell 
Adniral UcCormick 
!.:r . \'/hi te 
L~r . Cox 
Colonel Ster;art 
?..r . Lovett 
:.lr . Tal t 
t: r . Gates 
llr. Coe 
ttr . !Alvidson 
Jlr. Angell 
ll! r . Casaday 
Mrs . Klotz 

H.A!. JR: I thought our luck might hold until Tuesday 
on the secrecy of t hese meetings, but it didn ' t hold out . 
That is too baq. 

(Ur . Taft enters the conference . ) 

H .~~ . J R: It is too bad the t scme people coulan 1 t 
keep thei r mouths shut . 

Incidentally, we here in the Tr•easury are not saying 
anytning a bout thi s story which broke on the front page 
of the NeYI York Times this morning by Arthur Krock . The 
British Embassy kept referring the reporters to us today. 
Final ly, it seems, ~r . Brand told them t hey could look to 
the Treasury or the \',bite house f or a s tatement . We are 
not going t o make any statement, particularly in view of 
what the President said. The question was asked, "Air. 
President, any comments on the published report . the t Britain 
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seeks certain Lend- Lease supplies of a non-military 
nature for re sale?'' 

The President's an~wer Yl8 8 , "Never heard of it. " 

A!R. ACIIE50N : We unders t ood that ever7bod,y us being 
ref ert•ed to FEA . (Laugnter) 

H.L! . JR: That is all right 1li th me. 

MR. CURHJ~ : That doesn ' t tell us what v.e are to say. 

t:R. ACHE~UN : I thought ·Oscar had a araf t of what he 
was going to say. 

h.- . JR: You (Acheson) and I tal ked yesterday. As a 
result of that, you seia JOU would call up Oscar . 

l!R. ACuE5UN : I di<i. 

H.Al. JH: I just wanted to .Let you know that at" this 
end our press secti on is saying not hing. But I feel very 
badly t hat the thing has broken. It is too bad one can 't 
work on semi-military matters without somebody having to 
shoot ~s mouth off . 

Well, Mr. Coe has given me an a geode here which I am 
reading for t he first time, "1. Air Requirements - 1'he 
report of t he Subcomcittee, consisting of u.s. Army Air 
Force and Navy offi cials, and British Air of fi cers, will 
not have been seen by the other members of t he American 
Committee . It might theref ore be in point to inquire of 
the American officials who have worked on thi s side of 
the program whether there are any problems which they wish 
to bring before t he Committee, As you know, the British 

wish to bring up the reservation concerning reci procal aid. 
If that problem is di sposed of sati~actorily, the top can­
mi ttee can pt•esumably accept t he report. " (Agenda attached) 

Now, ~~r . Patterson, who would talk? 

hlR. PA 1'TEHSOO : General Somervell. 

Regraded Unclassified



c 

• 

0 

- 3 -

MR. LOVETT: Is this on the air, sir? 

H.!I . J R: Yes , 

YR. PATTERSON : The air paragraph t here on the U.K. 

: n 

The report of our reverse Lend- Lease requirements from 
the Dominions was taken, as fer as the Air Forces were 
concerned, from the Amy Ground report . .And that is an 
item that General Somervell knows t he facts about in detail. 

MR. LOVETT: There are two aspects of this, Mr. 
Secretary. The general agreement on the Navy aircraft 
types has been completed, and we are in accord on it . 
There were two paragraphs covered in the agreement, one of 
which relates to a recommendation of the U. S. represents~ 
tives that the U.K. accept the res~onsibility for furnishing 
reciprocal aid t hrougbout the Britlsh Empire and Commonwealth, 
as required by the common interest . As the Under Secretary 
said, that is in consonance with the ground troops paragraph. 
&it the1•e is another paragraph 11hich was agreed to by the 
RAF delegation that relates to what is called air items . 
And as I understand it, there is no question about that 
since it relates only to the U. K. It reads, "In the interest 
of the most efficient utilizatio.n of sllipping at the disposal 
of the t wo countries, and depending upon t he production of 
stock possible at the time the U.K. undertakes to continue 
t o supply air items of reciprocal aid wi thin the limite 
prevailing at the time of tne defeat of Germany- - ". My 
understanding is that that is not i n question, but that the 
question revolves about tbe general U.K. guarantee of 
reci procal aid. 1bat is included in t he air document 
only to bring it into agreement with the ground. 

GENERAL SOORVELL : The document that the British 
submitted bad t wo ref erences to reciprocal aid, one having 
to do with what we were to get f r om the U.K. , which was 
categorical and complete, asserting the~ would continue to 
fu rnish reciprocal aid at the same scale they were furnish­
ing it now. Consequently, there is no point to diseuse 
in reference to that • 

The other reference was to aid t hat that might be 
supplied by the Dominions or Colonies, In that reference 
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the allusion was ve r·y hezy and really gave us no assurance that we would get reciprocal aid that we might need. Conse­quently, our committee put in as a condition to granting the British what they asked for, thet we receive assurance from the British that we would obtain reciprocal aid from the Colonies and Dominions in order to make the moat efficient uee 'of shipping. A case in point is the case of beef1 which we wanted to obtain from Australia . The Australians had the beef. They were perfectly willing to provide the beef, but they did want assurance from the British Govern­ment that they would underwrite the cost of it, inasmuch as the beef was to be delivered to India. The discussion which ensued took a terrific amount of time, but has finally been worked out all right . But we feel that we snould receive an assurance from t he British Government that they will underwrite or assure us of these reciprocal aid supplies from their Colonies ana Dominions . It will be part1cularly important in the ~ar in the Pacific in reference to New Zealand and Australia. I t is alftays ~portent in connection with India. We have built up a growing resistance in India to furnishing us witu the supplies which we ask for. 
The British tell us thet they are being denied supplies by the Indian Government now on the basis that they are furnishing the su~plies to us, and, hence t hey can't be supplied to the U. K. But something has to be set up, it seemed to our committee, so t hat the British Government will be the British Government all the way through, in other words, so they won't apeak for the Colonies when they get stuff from us, and won't deny the ability to control the Colonies when speaking in reverse. That is the whole point at issue. 

If we are going to deal with the British Empire• it struck us that we ought to be consistent in our deal1ngs and they ougnt to be willing to guarantee to us the same kind of treatment from both directions . 

H.l!. JR: Now, do I understand, General Somervell, that you have reached an impasse with them? 

GF.NERAL SO~'ERVELL: No, they merely said that that () point •~s of such great importance that it could not be 

,, 
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dealt with on the lowly levels at which we were operating. 
So we had to put that up to you, air . 

MR. COE: Mr . Secretary, we have here, if I may distr i ­
bute i t, t he British contention that Lord Keynes just got 
over, t he i dea they see in meeting the Army's requests . 

(1:r . Coe dis t ri butes copies of attached tnell!orandum A) 

MR. \~HI'TE : Is the Army' s request based on the necessity , 
for getting specific i tams, or i s it that, plus the fact ' 
that you don ' t feel you want t o pay for them? Could fOU 
separate the t wo for a moment f or discussion? Suppoa1ng 
you coula be assured of recei ving such til.ings as you y;ant 
f r om the sources wnich you want t hem to take care of the 
shipping situation, leaving asioe for a moment t he question 
as to what financial arrangements are made between the U.K. 
and Uominions, or between us and the Uominions . \1ould that 
·aati sfy the Army, or are you also including India in your 
discussions and negotiations and the question as to how 
it shall be financed? 

GENERAL SO.IF.RVELL: I think our misgivings a bout 
actually being able to find t he supplies are not as strong 
as they are about the financing. Our point of view was 
that we have supplied the Briti sh Commonwealth with 
something like twenty- t wo billion dollars ' ~orth of materials, 
and that t ney in turn have given us about four or five 
billion dollars worth of materials . And to be perfectly 
frank, it never occurred to us that we would be expected 
to pay for anything with the balance so strongly against 
them. 

MR. PA'l'TEH500 : I tb.ink if we get, f or example, beef 
for our forces in India on reverse lend-Lease, comin~ f rom 
Australia, it does not matter to us whether t he Britl$h 
pcik it up so fa r as f inancing i t is concerned f r om 
Aus t ralia, or not . If ~e get i t on reYerse Lend- Lease, 
either f rOCl Australia or f rom Britain--

MR. \',Hl'IE : Then the problem of the AT.'IJJ1 is not that 
you get it, but that you get it on reverse Lend-Lease. 
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l(R. PAT'fEI~ON : That is right . We ought not to 
have to pay for it . 

GENEkAL SCli'-RVEll : And I do think there ought to be 
the obligation there for t hem to supply it on a 'besis of 
priority other than our going out in the open market ~nd 
buying it . 

l:R. PA'i"fEkSCll : I unaerstood, though, that the question 
v.as projected by an umullingness for a time at least on 
the pa rt of the Australian s to furnish it on reverse Lend­
Lease unless the U.K. would pick it up . 

GENEk.AL SQ..ERVEll : Unless the U. K. underwrote the 
deal, they were unwilling to furnish it . 

J.lk. LOVE~'! : There is a so.-newhat different situation, 
Mr . Secretary, witn respect to the items designed to be 
covered by Section 10 of t he Air Agreement applica ble to 
the Army and Navy air t ypes . 

1lR. '!'AFT: It is eleven , isn 't it , Bo b? 'fen is the 
ground forces, according to their m~aorandum . 

HR. LOVETT: There are two items . 

!fR. TH'T: Yes, you ar·e talking a bout tne first one . 

I'R. LOVEl1
• :' The iirst is item ten, ana the second is 

item eleven . Unlike t he situation which Mr. ~hite and 
Gen erel Somervell we1•e discussing, our entire scheduling 
of certain types of products is dependent on the emergency 
supplies we drew frOlll the U. 11.., pr1ncipelly in Britain, and 
to soo.e exten t India and -'ustralla, or whet we call short­
order items . For example, if we have a continued period 
of hi~b operations with fighter bombers, because of the 
shipplng allocations, we may run temporarily low in our 
reserve of droppable wing tanks or some other item, but 
using the aroppable wing tanks as an example, oecause that 
is a consumable item, we procure those locally. They are 
simple to make, and they have been providing us with those. 
Now, if tney cease to provide us with those on some reasonable 
schedule , we must then reopen in this country certain 
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facilities wnich we nave aiverted to other ~arts of the 
program to meet other eritieh or U. S. requlrementa . 
And the1·e was no disposition on the part of toe Royal Air 
Forces to question our item ten in any reepect . 

(Mr . Cox and Mr. Davidson enter· the conference . ) 

MR. PATTERSON : It is just an ordinary routine case 
of reverse Lend- Lease . 

MR. !AFT: More than that, because it is essential , 
You can ' t do without it, 

MR. LOVETT: You can't do without it unless you re­
adjust all the schedules, and they recognize it mi ght require 
us to reduce the allocations made to them on other items , 
So to trt to make the situation clear, there is that 
distinction between the problems which. v;e face , 

H.LJR: I would like to ask Mr. ~cheson a question , 
'J"nis question is being rai sed here now in connection 
between the British and U.K.--is that up in any other 
matter? Is this something new or something t hat has 
been going along on a number of other questions? 

MR. ACh::SON : The first matter, the one that General 
Somervell and Mr . ~hite were t alking about is a matter 
which has been talked about before . I think dr, Lovett 
is quite right, that the item that he mentions is wholly 
different and that doesn ' t raise any of tnese problema , 

~R. LOVETT: And they have accepted that . 

YR. TAFT: There was no argument . 

MR. ACHESON : I think the other question raises in 
the British mind--! haven't read'this memorandum, wt I 
suppose it raises financial questions . 

MR. PATTERSON : Constitutional questions, they say. 

Regraded Unclassified



c 

- 8 -

MR. TA FT : The question of whether they can speak for 
the Uanini ons . 

l'R. ACHESON : Well, it is fundamentally a financial 
question . In our reverse Lend-Lease with the Australians, 
the Australians have not undertaken to supply items for 
J.mericsn f orces in other theaters. VIe discussed that at 
the time, and t he arrsnge.,,ent was made that they should 
not be called on to do that . 

Now, in e!!ect, what is now said is that if the 
Australians feel that under t heir agreement they are not 
bound to do this end t hey couldn ' t do it, anfWay, then 
the British' shoul d step in and pay the Australians . That 
is the point . The British say that constitutional question 
is just a little taut . Noboay is raising a constitutional 
question; it is really financial . 

GENERAL SOt .. EhVELL : I believe this constitutional 
business is just eyewash. 

H.M. JR: Do you gentlemen !eel that we want to 
answer that question t his ~fternoon , or should we let it 
go over? 

llR. WHITE : ~lr . Secretary, if they can be assured the 
supplies, it the Army can b e assured wha t they are 
asking for~ th the proper priority, then that might be 
enough for the moment, leaving the question of t he financial 
arrangemen ts to be dealt with af ter all the t hings are in 
and you have a chance to look at the over-all picture . I 
don't knoVI how much it amounts to . 

MR. PAT1~k£0N : We have a good case on principle in 
the case of the beef for the troops in India . It mar be 
beyond the past catmitments of the Australi ans, because 
it is not rlght in Australia or next door to Australi a , 
but it is a military operation against the common enemy, ana 
it does save a vast amount of snipping that we would have 
to divert to carriage of tnat supply away f rom this country 
over to India . 
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H.M. JR: Now, do I understand this correctly, that 
you would l ike to t ell them this afternoon that if ttiey 
wi ll guarantee the amount of beef that you want from 
Australia you are willing to go ahead wi t n toe Iii r r·equire­
ment s? 

MR. PA7TEHSON : Oh, yes . 

GE!I'EHAL S<l.!F.RVELL : No . 

MR. PA'l1'EHSON : Yes, we are ready with thes e--

GENE!i.AL Set:ERVELL : 
are concerned, yes, but 
furnisuing beef . 

As far as Lne air requiremen ts 
1 wouldn 1 t want to tie it up with 

MR. PA! TErtSON : No, no, the question is whetner tnat 
clause, clause ten of tue general Army program, ana clause 
eleven, which is iden tical to t he ~ir program, should.be 
accepted by the Brlti sh. !t is none of our concern who 
finances that provision for the beef to the t roop s in 
India, for example . If Australia will enlarge her present 
engagement and pick it up alone, that is O.K. If they 
won •t, then ~e feel the British should do it . Of course, 
they have been in a difficult position all along, tllat is 
to say, a somewhat inconsistent position, that when they 
~ant military supplies, tne U.K. speaks for tne wnole 
Empire . Thei r progr am is framed on that basis . But on 
the reverse side t hey say, "Oh, well, we can•t bind the 
Do:ni nions . " That has been a weakness in their position 
all along. At least, so it seems to me. . • • 

GENERAL SO!.:.RVELL : Australia is not the only place . 
For example, we have no reverse Lend- Lease agreement ~i th 
Sudan, so we get charged for carrying our troops on the 
railroad, and at the same time l'le are furnishing locomotives 
to all the troops . So it extends over the whole British 
CO.IIIillonwealth , 

H .~! . Jit : Well, Bob, for my benefit , would you advise 
me what you think we ought to tell the British on this 
when we see them? \'1ould you like to sum it up for me? 

... 
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MK. PAT1ERSai : The Dominions now having cane i n, it would seem to me thet either the Dominions should pi ck up these other items as part of their reverse Lend- Lease program, in lh icb event ~e can drop these clauses, or the clauses snou!d stand . 

H.! •• JR: 'lbat is simple . 

~lR . PA'TTERS<li : Don 't you think so? 
~R. COX: Yes . And that, Mr. Secretary, is influenced by one other fact . 1be Domini gns not only have come in, but t hey have begun to ask for a more liberal approac~, which I think is sound. But the t wo are ti~d together, both on t he merits and politically. If you are getting more liberal on the amount of. Lend- Lease aid supplied and get restricted fran the Dominions ' standpoin t on the reverse Lend-Lease, t hen the only way you can explain it is on the basis of t he financial posi tion, which is at best a difficult thing to do . 

H.M. JK: I wonder if that is agreeable to Dean Acheson , what ~ . Patterson said? 

~ffi . ACHESON : I don't really know just wher e i t leaves us, Mr . Secretary. The whole thing aeeme to me to be a financial question . I think the British Foint of' view will be that if t hey undertr.ke to underwn te what the Dominions furnish in addition to what the Dominions are required to furnish under their own Lend- Lease, that will increase their sterling obligations, and that is one of the problems wfth which they are faced . And they won't want to do it. 

Now, it is primarily s financial matter. I don't think it is primarily a mili tary matter . 
MR. LOVE1T: I don ' t believe we can let the case stand before you, Mr. Sec1•etary, on the bads of the provision of beef or an item of that character for the Far Eastern air forces operating up through the islands in New Guinea, northwestward. A proportion, small to be sure, of thell' supplies together with items of consumption 
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character are procyr e.d locally through the Australian establishments . Now, if they do not continue that for any reason, it means ~e muet go back into the rescheduling of facilities and cut back on some other items in order to compensate for it. 

llR. TAr'T: There is no question of taking that away, is there? 

~!K. LOVE'! 'l : I don 't thinK so . I see the problem as llr . Acheson sees it, that if Yle agree in principle that ,~ this is to be supplied, t hen .i~ becomes a problem for the British Commonwealth of nations to settle among themselves as to their financial arrangements . fut I think v.e do need assurances that the continuation of supply can be anticipated. 

!fR. 'fAFT: That jumps the question, hoVIever, toe question as to whether it is reciprocal aid or nhether it is paia for . The difference there is financial . The tning that is important from the military standpoint is that the beef goes from Australia to India . 

~. LOVETT: I can't see .ny we snou!d be required to pay f or something we are not now paying for . 

MR. TAFT: That is right . But that isn ' t a military problein. 

GENERAL S~~RV!LL : It becomes a military problem if in making these settlements delay is of some consequence, i«en, and only then . 

:.:R. TAr T: That is right . \',e have to settle it one way or the other . 

~k. LOVETT : Or we have to ask for appropriations. I think it has a serious implication . 

H.1~ . JK: ~! r . Coe, I don ' t think there has been enough discussion of t hi s on the subcommittee level . Unless ther e is disagreement, I would like to refer this back to the American suboom:ni ttee to discuss it fu r tner and confer with the British further . There are t oo many different 
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opinions i'ol' us to go into a discussion with t hem this 
afternoon . I don 't want to go into any discussion with 
them unless we have a united front here, which I cion 't 
feel we have at the mpment . I mean, ~r . Acheson isn't 
sure, and I am not sure . There i s too mucn doubt here . 

llk. PATTERSON : Well, Henry, it is a very simple case, 
thou~h. The British c~e in with a book. The milltary 
requ1rements in that book, the~ explain, are for the benefit 
of Australia, New Zealand, and themselves . And they ask 
us to promise them that we will furnish these military 
supplies to the New ~ealand forces and the Australian 
forces . 

Then we say, "~le will, yes, but we think that a 
requirement of our oT.n forces , ' 'here the source is 
Australia, ougn t to cane in on reverse Lend- Lease . " 

But they say, "Oh, no, we don ' t think so . " 

Their presentation is on one basis, but they don 't want 
ours to be p.·esenied on that same basis . 'l'hey wan t it to 
be pr·esen ted on another oasis, which is that they have 
nothing to do with Australia, although they have requested 
large amounts of military supplies tor Austl•alia . !'low, 
that is all there is, as I unaerstand it . 

MR. AChESON : That isn't all t here is; there is 
another element of question which ~ught to be co~ncided; 
at least you ought to have the opinion of t he financial 
authorities , an·d that is whether it is or is not desirable 
to push this reverse Lend- Lease in situations where it 
increases the U.K. sterling obligations to the Dominion s . 
Now, maybe it is, I don't know. But that is the thing--

MH. PA 1'TEH!>ON : If they want to do it t na t way, De111, 
they ought to p~e their own requests down to their own 
forces and say to the Australians, '~ou take up wi th the 
United States military authorities your military requirements . " 
And we would make engagements directly with t ile Australians 
on those items . I t seem a to me an inconsistency. It ie 
a long standing--it bas not came up for the first time 
by any means . But they have always bee~ in that predicament . 
Don' t you think so? 

Regraded Unclassified



f\1 

( - 13 -

( 

( 

~qt . ACHESON : Yes, that is true. 

MR. ~·IlliTE : They have taken the .position, however, 
that when it comes to military t erms the segregation of 
Lend-Lease goods is only a very nominal one, that is, 
it is under the control of the British Army and the t it 
can go anywhere ; that has been their point . 

Now, I don ' t know how valid it is, but it has been an 
inconsistency from the very beginning. 

GB~ERAL S~ZRVELL : If t hat is true, then the reverse 
ought to be true . 

~R. \";biU.: Well, certainly--

GENElW. S<>t' ERVEll: \~'e are not asking for anything 
f or any purpose, except the mi litary purpose . Uo you see? 

~R. COE: Mr . Secre tary, if we are to have a subcommittee 
meeting, I might just say for the military, based upon 
having heard some of the things the Bri t ish have said, t hat 
they are certainly going to ask questions as to fihether 
the Army Air Force and the ~avy are dissati sfied, not with 

the arrangement, but with the flow of goods, "Are you 
ge tting the g,oods? " And they will want to know 1n terms 
of new arrangements whether the existing ones aren't getting 
you the goods that you ere &sking for . 

l{R. PATTERS~\ : The probl em bas not been acute yet 
because tne American forces being supplied, say, by 
Aust ralia and Nen Zealand in the Pacific have been 
fighting right in fr.ont of t hose countries . I t comes up 
on a case like t he one General Somervel l put where the 
aid to be furnished is to be delivered to a force f ighting 
the same enemy, al l right, but in a theat er more remote. 

MR. TAFT: I think the distinction is somewha t dif­
ferent . The di ffi cult y is in getting r everse Lend- Lease 
from India for any purpose . In the case of Australia, 
they have given the Lend- Lease and gone through with their 
obligations . India hasn ' t . So the location of the battle 
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really bas not been a significant element up to date. It 
bas been whether it has been India or Australia . 

llR. PA'fTEkSOO : i agree with you. If the aid is 
furnished promptly, it is a financial question . 

GEN'EllAL SQ1,ERVELL : And it seems to me the t we are 
entitled to an assurance on t hat ~~en w~ start off. 

MR. CUWUE : I gather, Air . Secretary, that llr. Patterson ' s 
suggestions indicated an open min3 as to whether he would 
approach the British or t he Dominions, and it might be 
desi rable to canvass thi s and see whether the assurances 
cen be had there . If so, this problem may not arise 
with the British . We may not have to ask tnem to underwri t e 
it . 

GENERAL SOMERVELL: I don't think you can solve it, 
because you aon ' t know ~at you are asking them to produce. 

I:! .M.JR: Vlell, gentlemen , I am not sa ti sfied, myself . 
I have sat in on these things over e number of years, and 
a similar thing bas come up, and I want the State Department 
thoroughly satisfied on this point . I would like to dis­
cuss it further, myself . I can 't do it in split seconds . 
They are outside . I woula j1st like to pass the thin~ over . 
Now, it isn ' t going to bold up anything for the Army 1n the 
way of supplies either way, is it, Lend-Lease reverse, or 
from us to tham? I s it going to bold up anything? 

GENEilAL soa .RVELL : No, I don ' t t hink so. 'ibis is 
for next year . 

H.hl . JR : Is it in any way going to retard the war? 

)[R. ACHESON: I think it is an over -all question 
that does not apply particularly to 'the Army. It applies 
to the whole ult1mate working out . 

H.M. JR: As White says, we have this whole question 
of sterling balances up, and I would like to go int o this 
thing a little more careful ly, just as long as the Army 
tells me that delaying thi s thing in no way is going to 
retard the war i n any way. 
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GEt\ERAL SOUERVELL: No, sir , It could be delayed a 
week without hurting us , 

~R. CURRIE : It just means, ~r . Secretary, whether 
you want this program given to the British today as being 
agreed upon . As I understand the Army's position, t hey are 
reluctant to give it as agreed upon until given some 
assurances . 

H .~ . JR: I would like to hold it up. 

MR. V.Ji!TE : I think before they come in , }!r , Sec1·etary, 
if you have time you ought to go to the Navy level , 

H.A: . JR: Definitely. J definitely would like to 
bold t nis thing up and have more discussion on it, what 
I call the teclinical level, for leek of a better name , 
I would like this thing t hreshed out more, and would like 
to hold it up for a de7 or so . You gentlemen have a look 
at it . Youare not happy, are you, Dean? 

Mit. ACHESOI'< : I agree wi th you . 

H .~ . JR : Is that all right with you, Bob? 

!!It PAmRSOO: Yes, sir . 

H. tJ. JR: Then \\e are agreed that we will bold it up; 
as I sar, on what I call a technical level, I would l ike 
this thing explored further . I think their feelings are 
a little bit hurt, }.\ r , Gates; the t is t.he impression I 
get, If in some r.ay you can give them just twenty- five 
words that it wasn't that we didn't trust them or anything, 
but you thought the procedure wss--I tried my best this 
morning to explain to them the t tbi s is the way the llavy 
wanted to do it, and there was no off ense meant, but they 
seemed a little bit hurt because tlley didn ' t have a chance~ 

lrR. GATES: I don 't understand, l.!r . Secretary . 
They didn ' t have a chance to discuss it? 

H.~I . Jl{ : You seef the Army proceeded differently. The 
Army discussed the th1ng with them and came to an agreement, 
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ana then eent it over to this group. You people ~ouldn't 
let them see it, decided what you wanted to do, and sent 
it to me at eight or nine o' clock last night . They have 
bee.n bearing, you see, for about the last three or f our 
days that tnat was the ~'1 you were goin~ to do it . They 
kept saying, "\\hy don ' t they let us see 1 t?" 

I did not answer. But for three or four days they 
knew it was cooing. 'l'hen this document "''s handed to me 
la Le lest night from Mr. Forrestal and they just feel 
t hat they shoulQ have had a chance to talk it out first 
before it came up to the top committee. 

AI1'<I RAL .t.!cCORUICK: I would like to point out, sir, 
t he t the ttavy is proceeding more or less in line v.i tt: what 
t he ~ritish suggested, t hat the Navy would be a special 
case . They said in their paper that if they could be 
assured that the Navy Department would take due note of 
Admireli ty requirement when initiating or revising pro­
duction schedules, Naval requirements might be regSI•ded 
as outside any arrangement of a protocol character such 
as advocated with the other programs . 'rhe Navy members 
of the committee felt t hat in carrying that out they would 
want to n.ake the agreement, if you want to call it that, 
aocordin~ to the procedure of the Navy DeparbLent, telling 
the Bri tlsh that tney would take due note, perhaps pointing 
out some places "'het•e they v1ere not going to be able to 
carry out their requests!. and trying to avoid even mentioning 
any dollars and cents . l'hat is why ~r. Forrestal sent the 
letter to you, sir. 

;;;. 
H .r . J~ : I told Ur. Forrestal that I was not criticizing 

in any way his procedure . I mean, that is nis privilege. 
Ana any method t.he t be wanted was entirely agreeable to me . 
I told him that, and he hes tola tnat to Admiral borne 
l ast night . 

But I am just sayi~g that t he English don't quite 
understana it, the way you suggested. If you would give 
them an explanation--

MR. GATES: Couldn 't we give them this explanation 
that u have just given you, because that is the story? 
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All.:! t<AL LicCOHA2 CK: I don ' t think llr. For res tal 
considered he r.as addressing anybody on the committee, 
si r; I think be thought be was addressing it to you, 
just the U. S. siae of the committee, sir . 

h.U. JR: I understand it . ~ell, now, if you could 
tell them about it, what the Admirality themselves said. 
Is the Navy prepared to let tne English have a copy of 
what ~. Forrestal sent me lest night? 

AO.IIf•J.L McCORMICK: I think they would prefer not to, 
sir unless you think in t he end we have to come out and 
teli the British some dolla r and cent values that we are 
planning to use for planning purposes . 

H.A' . JR: what are we going to tell them? 

Alli.IRAL McCOR!:ICK: VIe are going to tell them in 
broad terms that the Navy Department will take due note 
of tlleir requirements . 

H.l . JR : And will give them whet they want? 

Art:IRAL l:cC<RJ.,I CK: With certain exceptions, we will 
probably be ebh to give them v1hat they 11ant , but not go 
1nto detail . 

MR. WHITI.: i',ouldn't you indicate l'.het the difficult!.es 
ere you anticipate with some of tnese i tems in your di~cussion 
with them so the~ would, in effect , have t he substance of 
this letter? 

All.!IRAL McCOa.IICK: That is right . The question of 
avoiding--enteri-ng into any signed agreement as t he other 
two committees have done--what we are trying to avoid is in 
line with whet tney suggested themselves . 

H.M. JR: Is it agreeable to you people to proceed 
t his way, that the tlavy--you proceed ss you think beat, 
and we will see where it gets us . Is that all right? 

ADMIRAL McCO~ICK: Yea, sir. 
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H.M. JR: It is all right with me. 

MR. \'illiTE : I think certainly this letter should not 
be made available until the Navy hes bad an opportunity 
to reshape it ~ith that in mind. 

l~R. GATES : They would reshape it wi. th what in mind? 

MR. WHI1'E: I didn't know; I gathered you f elt this 
was drafted for th·e Secretary's own infonnation and that 
if you were drafting any kind of a letter or document to 
transmit t o the Bri tish for their perusal or examination 
it mi ght not take precisely the same f orm. But hitherto, 
you see, they have had such documents of this character 
that have been made available on other areas. 

Vill. COX: Mr. Secretary, don 't you think wnat is 
causing tham sane concern is that the Admirality presents 
certain views and says . they hope that the Navy will give 

rs 

due regard to them. They don't know whether the Navy 
has given due regard and agrees in principle a hundred 
percent or ninety- eight percent. I should think the 
thing that might satisfy them if i t is agreeable to the 
Navy is to say tr.ey are proceeding along the lines of the 
Admire.li ty; they agree with t he view, and they would like 
to sit down and talk to them about the items that have 
created the doubt, either by reason of supply, or something 
else. Then you sit down and discuss specific cases on the 
fact~ which gives them an opportunity to listen, and also 
comment if they have any cammentt• 

MR. GA1'ES : I understand t hat part has been done, has 
i t not, on the specific items? 

Allf! RAL McCORhliCK: We asked the Bri tisn for details . 
Of course, they came t hrough with an item of a hundred 
milli on doll~rs which was not in this paper; although t hey 
mentioned that they would be prepared. I have talked to 
Admiral W8ller several times about the thing, but he is 
in the dark. 

H.M. JH: Can you at a subsequent meeting--are you 
willing to sit down with them and tell them approximately 

Regraded Unclassified



(j 

c 

( ~ 

- 19 -

we ere ready to supply them? I take it you have not yet done that? • 

ADHRAL !lcCOll ICK: N.o, sir, we have not yet done that . 

H.li .Jlt: Is the Navy Department willing to do that? 
Afl:IRAL J.lcCORl' I CK: I think they will in broad tei'IIla . 
MR. GA'l'ES : Mr . Secretary, these items are in common use to both of us, and as your strat~gy develops, it depends on which force can bet ter use t hem . It might be bad today to ~ive somethin~ which we might need ourselves next year. I t 1sn ' t a quest1on of having enough for each. 
H.~' . Jk : Ian' t that going to be controlled through the Muniti ons Assignment Board? 

MR. GATES : I t shoul d be. 

h.M.JR: That is t he understanding . We have ao notified the Br i tish. 

AllriRAL McCOR.I' ICK: Yes, sir, that is the way it will be controlled, but I think we all feel t hat i~ we sign papers in doll ars and cents that it is a little bit of a commitment t ha t we woul d like to avoid i f we can . 
h.1l . JR:. If you don ' t mind my being frank, I don ' t think the t.avy can take the t poei tion in vi ew of this Quebec agreement . I think everybody concerned is making agreement subject to the material being available on the decisi on of the ~unitions Assignment Board at the time it is ready for distribution . 

ADMIRAL McCQ~liCK: I think that is what Mr . Forrestal asked you the question about, whether the Navy could take this , 

H ,l! . JR: I didn ' t quite understand that , 
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MR. \',HI 'IE : l.lr . Secretary, may I call your attention 
to a sentence which tney have r6ferred to wnich I think 
is quite in point? The sentence the Navy referred to is 
the important key sentence . (Hands the Secretary "Sri tish 
Lend-Lease Requirements" Document . ) 

H.M. JR: I don't quite understand this: "If, there­
fore , we can. be assured that the Navy Department will 
talce due note of the Admirali ty requirement when initiating 
or revising proouction schedules, our Navy requirement 
might be regarded as outsi de any arrangement of a protocol 
character such as advocated in paragraph six. " Do you 
mind explaining that? 

All:IRAL AlcCOR. ICK: Well, I think they realize that 
naval requirements are much more full than any other, sir, 
end the t snips move around and it is very hard to picture 
exactly what they will be doing in any one year . So they 
realize there that it probably wasn't particularly appro­
priate that we wou~d have a more or less rigid, signed 
agreement on the subJect . That is wny Mr . F'orrest~l 
t hinks that the Brit1sn nave already said they don t nave 
to sign it . 

H,J/ , JR: \\here in l'r . Forrestsl' s letter does he 
ask for that? 

(Admiral UcCormick points out sentence . ) 

H.M. JR: ••• "telling them the specific problems, 
but not to mention t he financial situation . " 

My answer to that specific question is--if it is 
left to me--but I don ' t want to decide this alone . My 
own personal feeling, talking for the Treasury, is tnat 
t hey snoul d mention the specific dollars . 

Now, I would like to ask Mr . Acheson how he feels , 
and t hen Mr. Currie , 

(' "7 
I 
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lr:R. ACHESON : I should t hink most certainly they 
should, Mr. Secretary. 

H.~ . J it: Have you seen this letter? 

.Llli. ACHESON : No, sir, I haven' t . 

H.~ .JR : I am sor~. I t only came in last night. 

Will you see that Mr . Acheson gets a copy? Is there 
any reason why Mr. Acheson or Mr . Currie can ' t have a copy? 

All!IRAL McCORillCK: No, sir. I think they are really 
asking for guidance on it . 

H .~ . JR: Let me read t he paragraph out loud : 

"The Navy Department is now prepa red to i nform the 
British that in conformity with requests contained i n 
paragraph thirt een, page twelve , the British requirement 
f or t he first year of page tv:o, due note will be t aken of 
the Admi rali ty requi rem en t when initiating or revising 
production schedules, i n doing so, planning to set forth 
general and speci fic conditions contained in this l etter, 
but not t he f1nancial consideration which I am including 
herein for your infometion . Before our s ubcanmi. ttee 
replies to the Britisn, I 1'/ould appreciate your infort1ing 
me whether this procedure is satisfact ory to you . " 

In other words, ~e dittn ' t allow enough t ime toney . I 
can ' t blame myself, so I have to blame Coe . 

Anyway, my f eeling is that as long as .Ur . Forrestal 
has asked, that t uey snoulo . 

Now, what is yours, Mr. Acheson? 
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MH . ACHESON: I don ' t see any reason why the Navy 
shouldn't proceed exactly the way the Army and Air torces 
and other people are proceeding, which is to get up a 
joint recommendation, which is one which, if accepted, 
can govern production schedules and the whole thing be 
subject to the ~unitions ASSignment noard when the time 
comes for delivery . 

NoVt , this sentenc e which the Dritish wrote here on 
Page l~ was in the light of a request V<hich they make over 
on Page 14, that the Army items be a firm assignment . 
That has already been turned down . There isn't going to 
be any firm assignment . So that puts the Army on the 
same basis as the t:avy . I don' t see how you get ah~here 
if you just say we are going to take due note of every­
thing in this book. They don't know whether that "due note" 
means you nave turAed it do~n or not. 

If you have a joint recommendation t hat certain items 
as far as Lend-Lease are concerned are ones whic h you woul d 
put into p1'oduction and hoi'e to have available for the 
British Navy, all of that 1s subject when t he time comes 
to diverting all of it to the United States llavy, or any 
other use that the war calls for . 

H.M. JR: D!r. Curri e'! 

MR. CURkiE : I agree with Mr. Acheson. I think the 
same procedur&- sho uld be followed by all t he agencies. I 
think we all h'ave a distinct unde rstanding that this is 
most certainly not a protocol, that i t must be fulfill ed, 
tnat it is sub1fct to review and rc~ision at any and al l 
times . Ihat was clearly understood by the British. 

H.~ . JR : ~ . Pat terson, do you care to express an 
opinion? 

Mit. PATTERS<ll : No, I would rathe r not. 

H. l!. Jit: Mr . White? 
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Mrt. \': lUTE: I agree with Ur . Acheson and Mr. Currie, and 
I think that is ~hat they intend to do. In fact, that is 
what t hey have here. 1hey are going to tell them the sub­
stance of those things which they think they can gi ve t hem 
and the reason s why they think t hey can ' t give t hem some 
of the things , and they have in this letter, aside from 
the fir·st part whi ch is addressed to you, I think, all that 
the British can wish in the v1ay of information, thouzh 
they wi ll doubtless want t o argue some of the details with 
them. 

A furtt er notation , wr~ ch I gather t he Navy is making 
a strong point of, i s t hat the re is much less certainty 
fli th respect to r:aval deliveries than t here is ?. i th some of 
t he other i t ems, t hat it is sub ject to much greater change. 

I also gath·er that they intend t o make the subs t ance 
of this available, so that L don't really see flhere there 
is any difference of opin i on . 

Mit. PATTE!tSON : When we li sted our items with the 
Br i t ish on the two programs we bad, we conditioned delivery 
of all of them by a general clause that t hey were subject 
to conditions at the time, and decisions of the Munitions 
Assignment board. ~hat took it out , as it has been said, 
of the firm protocol i dea . 

tffi . WHITE: I don' t see how the ~>ritish could take 
anything l ess than t his , because on e of their points which 
they are making t hrough here is that they have to plan 
tl.eir Olon producti on, so they have t o have some idea of 
what t hey can hope to have considered in pl anned produc tion 
i'or the United .:>tates . So unless t hey got some such infor­
mation they coul d take t he position that they don ' t know 
Y~hether we sould try to proauce these . 

ll. I.I. JR: Does anybody have a contrary opinion? 

(No reply) 

H.tl . JR: Yr . Gates, are yOR willing to accept the r ecom­
mendations , or do you feel you have to go back to 
Mr. Forres tal ? 
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~ GATES : I think I shoul d 60 back to him. You 
wi11 notice in connection ~ith your letter there on the 
attachment, it goes into detail a l ittle more on their 
requirements and our comments as to where v.e are short 
and our ability to meet those . I t hink that will show 
you some of our problems . 

H . ~ •. Jlt: I mean, in order to elve you an opportunity, 
supposi ng I state i t like this, ti.A t we· have met, T.e have 
discussed this question of the letter from the Navy to me, 
and we hope to have an answer for them by Monday - by 
tomorrow - on how they will proceed. 

Mrt. GATES: Your ~ommittee hopes to have an answer 
from us? 

ri .M. Jlt: I will put it t his v.ay, "The ~ommittee hopes 
to be able to be in a positi on to discuss with the british 
the quest ion of these items . " I will put it on the Committee 
and not on you. Is that all rieht? 

~t. GATES: It sounds all right to me. 

!UI. JR : Can you see Mr. Forrestal t onight ? l,ill he 
be available? 

UR. GATES: He ~as. He planned to leave town. he 
v.as uncertain about i t. If he is t here I will certainly 
see him when I go back, yes. 

ii. l!. JR : You couldn't settle it over the phon e? 

Mlt. GI\TES : I can talk to hirn. 

h.M. JR : Do you want to go in Mrs. Klotz ' roo~ now? 

M.lt. GATES: All right . 

H.M.JR: It puts me in a little awkward position to 
have them come in, but if you could settle it so you could 
say to thern, "\".e are ready to sit down with you"- -
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Vut. GATES: is I understand it, it is your Committee' s 
recommendation that t he Navy sit down with t he Uritish as 
t he ot her ~ommittees na ve don e and come to you wi th a joint 
resoluti on and recommendati on . 

I will go and call him . (Mr . Gates and Admiral 
leave t he offi ce tempo rarily) 

llrt.. 1:.HITE : Mr . Secretary,did . ou have any idea of 
any special time ~hen this nas t o be done? vo ~e ha ve 
anything to shoot at? 

li.li . JR: Yes, the day before Thanksgi vi r.g! to you 
think v.e coald have them in? I hate to keep them waiting . 
'iihat can ?le start on? \:.e co.n simply tell them, on this 
question of the Army, that r.e ,,ould like to pos tpone that 
and refer it back to t he ~ubcommittee? 

GENERAL SOMJ:.kVEll: l.\ay I say sometningi' You don 't 
mean to refer it back to the military committee ? 

li.M.JR : ~hat I call a Technical Committee. I t has 
been composed of Mr. Cox, !Ar . Currie, Mr . Acheson, and 
J.!r . \'/hi te . 

G~~RAL SOMEnVELL : Yes, t hat is all right , becaus e 
v.e can ' t cio any more with it . 

h.M.Jk : ~o~ebody sits on it for you , don't they? 

!!it. PATTEI<SUN : I don ' t think so . I agree it is 
entirely a fiscal matter if we are assured of the sou rce, 
and therefore ~e tender it to you (Mr . Acheson) . 

Mrt. TAFT : Plus t he facto r that bob raised, and that 
i s your appropriation . In othe r words , the decision might 
affect your appropriation , i n which case you are very 
much c mcerned. 

u~ . LOVETT : Yes, an d ~e are under, t hen, the obliga­
tion t o go into detail as to how and why ne did this, and 
so forth . 
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ii. I.I .JR: I know you are in a hurry, Yr. Lovett. If it is agreeable to l.!r . Patterson , -,,hat I l'JOUld like to do is have you stay just long enough for us to settl e this 
t hing t r.a t is going to be referred back on the technical level. Then if you l'J&nt to , just excuse yourself. It is 
all right. Is tll&t agreettble? 

llh . f'AT'l't:kSON: Yes , indeed. 

:.1. • COE: Llr. Secre tary, would there be any objection t o the british staling their point or ampl ifying it? I 
think they will want to to.lk ~.bout that Paper, against the reservation which t he Army and Air Force people made. 

ll. "M.Jk: Do you think that will give them an oppor­
tunity to cover up my ignorance? 

Mit. n li i'rE: No, it v.ill give the Committee an oppor­tunity later to discuss the matter more intelligently. 

li.M. JH: Mr . Acheson, don 't you t hink you could use a man like that in the State Department? 

MR. COX: \H th striped pants ! 

H. '!. JR : Then the point is to ask them to discuss 
t his? 

MR. COE : And I should say le t the At•my and Air Forc e say what they want to, too . 

H. M. JR: All right with me . 

!IJi . LOVETT: Do you want to do that, really, sir? I t hought your idea was to avoid trying to compose the matter today by reference to the Technical Committee. If you have them in and they state a case , and then we are asked to 
respond, we are trying it before you right here . 

H .~ . Jk: I think that is a mistake and that is ~hat I am trying to avoid . I am glad Mr. Lovett raised the point. 
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I am t1•ying to avoid a free-for-all discuss ion with the 
British until the Americans are t oge thet•. 

Mh. '•I!LTE : You coul d avoi d that by just hsvine them 
talk about this without having t he • rmy express their side. 
ihe alternative, Mr. Secretary, is to say hello - go~ye. 
That may be al l r ight . 

ll . M.JR: ltl:at is the mattc1• with t hat?. 

~~ ~HITE: That may be just t he thing to do . 

li . IA.Jk : That l"ould be my impression, subj ect to 
advice . 

1/J<. ACHES)N : iohat ·r.as his advice? 

H . ~! .JR: Hello and goal-bye. 

Mit. ACHESON : I think that is fine ! ( Laughtet•} 

Mit. PATTEICDN : i\e can perfectly well say to them 
that t heir Paper has been recei ved am we have had di s­
cussions and we have decided to refer our side of it to a 
technical subcommit tee . ~nere is no use goin& into an 
argument about it . 

H.M. JT\: And t hat our technical subcommi ttee will be 
in contact wlth them. 

!.ln. GATES: 'l'hat is all ri~ht , yes. 
r.ith the br i t ish and try to arr1ve at an 
make re comnendations to your ~ommittee. 

Mit. \.r.ITE: There is the answer . 

We will sit dor.n 
agr eement and 

1lli. CU RRili: Jrl.r . Secretary, after you say hello and 
go~ye, i f you would like to suegest--

H. I.I . JR: we can say more than that, we have the Navy 
nov.; we have a piece de resistance. 
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Mlt. CURRIE: But if you would like to have an adJourn­
ment meet ing for a preliminary discussi on of some add1tional 
information, we would like to have on the balance of pay­
ments in connection with ~hapter 3 items, we can spend ten 
or fifteen minutes discussing some of those considerations 
with them . 

MR. ~HITE : Yes - it is not necessary. 

rl.M.JR: I sort of subscribe to the »hello-good - bye" 
t heory . I notice Mr . Lovett has an engagement. l s t hat 
Congressional , or something? 

M~. LOV~TT : I ~~ all ri~ht . I am fresh from the 
rultilateral Post-War Conventlon in Lhicago, and I promise 
you, t his is a great relief! 
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AOE?IDA I'm U. S. MCETIJI(I 

1. Air Requirements -
The report of tJle Subcollllllittee consisting of u.s. Arm:! Air Force 
Gnd Navy officials, and Bri tis~ Air officers, will not have been 
eeen by the other members of the American Committee. It might 
therefore be in point to inquire of the iR"ell Mol American 
officials llho have worked on this side of the program llhether 
there are any probleiiiS which thB7 wish to bring before the 
Colllllittee. AB you know, the British wish to bring up the 
reservation concerning reciprocal. aid. If that problem ill 
disposed of satisfaetoril,y, the top coiiiDd.ttee can presumab~ 
accept the r eport . 

2. Na!y Program -
secretarY Forrestal baa written a letter describing t he conditions 
on which our Navy will accept a proportion of the British requests . 
He has requested that you, or this Collllllittee, advise whether these 
assumptions are correct. The letter is brief and if distributed 
at the American meeting, it should be possible for the American 
officials to pus upon it quick4'. 

AGENDA FCR BRITISH WEETiliG 

1 . The Agenda for the Br1 tish 1111eti.ng consists of items 1 
and 2 above. Keynes (for no. 1) and Sir Robe.rt Sinclair, 
(for no . 2) have definite points ~wish to aake and it 
would seem appropriate to call upon the11 first. In connection 
1ti th the air program, you may wish to e!llpbasize the great 
degree of agreement which has been reached qu1cJ<4r. 
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COPY No./!f__ 

COllBIJIP CQMMitm OM lcUTUAI, I.ElfP:'&*§I AID BETWN TlfB p.S,I.IfD DtK , 

GROUl!D wx ANI) AIR MD l'.E§T AIR w RiC<JW8HDATIONS 

Note bx U. K. ;ambers 

On bebalr ot the British Oroup I hope that tbe recollllllllnd­

ation ot the u.s. Representatives 1n Clause ll can be worded rather 

d1Eterontly tor it would be constitutionally impossible tor us to 

implement any such condition in its present torm. When a similar 

clause was mentioned in tho proposals relating to supplies tor the 

ground forces, I pointed out that it raised wider matters, and the 

matter was lett open. 

Reciprocal Aid from the Dominions is governed by separate 

Reciprocal Aid Agreements with the u.s. Oovernment1 to which the 

. U~K. Oovernment is not a par ty, So far as we know these Agreements 

are working very well1 and no case has been reported to us in Which 

any difficulty has arisen. W~ have no reason to t hink that the 

Domini ons are not ready to reaffirm their existing comm1 tments . 

If thoro are questions rel&t1ng to Reciprocal Aid with 

India or tbe Dominions which the Cvmmi ttee wishes to see discussed 

wit h tbe Oovernments ot these countries, I suggest that such 

discussion should be entered upon through the proper ch.annels 

between the u.s. Oovernment aD4 the Oovernment trom which the 

Reciprocal Aid 1n question is be1n& asked. 

Meanwhile the British group ask that the r ecommendati ons 

both or the ground Army and ot the ur and Fleet Air Ar m Agreement 

be accepted with the dolotion or clause 10 1n the Ground Army 

Agreement and or cl&uso 11 in tho Air and Fleet Air Arm Agreement. 
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TOP stcw.:r COPY NQ, Yf 
C.C.l,.L . (U) Stb l!eet1ng 

COl!BINLD Cruta'!'T££ ON fltliUAL LEND-ILAS£ AID 
B~'I'ii§EN TilE U. S. A!IQ U.K. 

~KUT&S or a Meeting held in Ur. ~rcenthau 's Rooc 
in the u.s, Treasury, on 3rd November, 1944 

at 3130 p. m. 

PRESENT 

Ur . L!orgenthau (In the Chair) 

O.S .Representatives 

>lr. Acheson 
Ur. Taft 

Dr, White 
ill', casaday 
l!rs, Klotz 

.Jr . currie 
Ur, Cox 
IC' , Coe 
Mr, Angell 
!1r. Davidson 

llr, Gates 
ndmiral McCormick 

lf.r , ?atterson 
!lr, Lovett 
General somervoll 
Colonel Stewart 

y.K.Representatives 

Lord Halifax 
Rt, Hon , Ben Solth 
Lord Keynes 
Ron , 1\ ,H.Brand 
Sir Robert Sinclair 
Slr Henry Self 
tlr , Opie 

Wr . Lee ) 
llr, Coe ) 

Joint Secretaries 

l, !j£PO!jT IN !!§! YORK TI!l£5 

Ill\, illlhGE.II'l!IAO said that the U. S . representatives h4d 
been civin& soQe thought to the auestion or whether an official 
statement ouaht to be issued in view or the story by Arther Krock 
which had appeared 1n the New York Times. The conclusion had, 
however, been reached thet in view of what had been said by the 
President at his Press Conference earlier in the day, the best 
course would be to issue no statea>ent, 

2 . RECifbOCAL AID. f"R0!.1 THE DOMINIONS AND INQIA 

J!R, :SOROEliTHAU said that the U, S, representatives had 
civen soa>e prelioinary consideration to the paper (CCLL(44)l) 
which tno U,K, representatives hod circulated earlier in the day , 
They had not, nowever, been able to reach considered conclusions 
on the subject and he thought that the eost satisfactory 
arranceoent would be if the questiont raised in that paoer were 
axaa>L~ed by representatives of both the u.s. and the U.K. at 
Sub-Co=mitteo level. · 
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U.K. NAVY R!SYIREMCNTS. 

IIR . llORGE!f1'1!AU aaicl that the U.s .llavy Deputoent wa s 
now prepared to d tacu11 wtth the o . K.. Naval representatives the 
dotailed reouirementa which the o.K. had put forward, wttb a view 
to making agreed recommendations to the Main Committee . It would 
be oppropriote if Ad:niral "lallor could now aet 11\to touch with 
Admiral McCormick so as to arral\ge for such detoiled discussions 
t o be begun , ADMIRAL YcCORWICK said thot the Novy D•portment hod 
first considered thut it would be better to roach certain broad 
conclusions before examinina the prosrammea in detail: They were 
now1 however, proporad to follow the ~rocedure il\dicoted by the 
Cholrun. 

~ , Q,K, Ail\ Mil? FLt:EI AIR ARJ1 RI:SVIRJ:M!:!!TS. 

SIF ROBtRT SIIICLAIR referred to tho combil\ed report on 
the U.K. Air and Float Air Arm requirements which had been 
submitted to llr. llor~enthau on tbe ~rd . November 

He sold th• t on beholf or his collee,uea he would wish 
to place on record his appr ecia tion of the way il\ which the 
discussions leading to the agreed r ecommend6t1ons in the report , . 
had been conducted, It was par ticularly satisfactory that, as 
in the case of tho 0 round Army requiremen\ s, there had been a 
full and frank d1scusaiol\ of the operational bosis upon which the 
U.K. needs had been rremed and that there had boon no disagreement 
as to that basis . 

Sir, Robert went on to say that it recard were bad to the 
ract that a suo of $200 ~1111on had been earmarked in the Air 
pro&ragwe tor spot i t iQS and contingencies, there was comparatively 
little difference be tween tho U.K. domal\ds os or i cinally put 
forward end the reco:mendot1ons in the agreed report . On tbe 
other hand, in tho field or the Fleet Air Ar~ roqu1reaents there 
'fl'e& a serious dlupartty botween the U.K •. requirements and the 
acceptances as set out in the r eport, particularly 1n two types 
ot aircraft : Corseira and Avengers . The U.S. ropres~ntatives 
had, however , indicated thnt circumstances mikht arlee in the 
futuro which m10ht make it poss ible to allocate tdd1t1ol\8l 
quantities of Corsair and Avel\ger aircraft to the United Kil\gdom, 
The U. K. represel\tativea would therefore wioh to auacest that a 
sum or $75fttill 1ol\ should add to the totol or tho financiol 
provision os put forward in the report il\ order to give fillllnchl 
cover tor such o c ontinaency, Sir Robert oophaaisod that tbe 
provision to tbe Ul\1ted U~doe of additional Coroolr end J.venger 
elrcraft would be or &rta t operational 1mportenee since there was 
1\0 production 1n the ~nited K1n6dom of torpedo carryil\g carrier­
borne aircraft with perto~mances comparable t~ that of the Corsair 
and the Avenger . ·, •· 

Ther e was somo discussion on the question of whether 
there would not bo adequate f inancial cover aaalnst the c ircum­
atal\oes which Sir Robert Sil\clair had 11\ mind il\ the sum of $200 
million which had been earmarked In the air progra~o to cover 
contingencies and spot items. Sir Robert Sinclair se1d, however, 
that er tbat sua $130 a1111on roprosontocl cover o&t1nst tbe 
poas1b111ty thet B-29'• would be made ovo1lablo to tbe United 
Kingdom at a later ato&o, while the balance or $70 ailllon was 
intel\dtd to cover opot roquire~nts portloulorly 1n tbe radar 
f1old whore the 1nc1dtnce or apot requir« .. nte and new developaente 
• •• ept to be beovy. It was finally decided thot tho question of 
whether on additiol\81 sum of $75 nillion should bo sot os1de, •• 
urged by Sir Robert Sinclelr sbould be referred back for 
consideration by tho Comb1noa &roup wbicb hod produced the r eport 
Ol\ the Air and Fleet Air Arm requirements, 

- 2-
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Sir Robert Sinclair said tha t he wtabed to aoke two 
other observations on the report of tho coablned Group:-

(a) Paracr apb 7 o.t the r eport (stat1n(> that the 
deta iled scheduling or rada r equtpaont 
and components would be proceeded with as 
aoon as possible) was ot particular importance 
to the United Kincdom since the U.K. 
production in the rad ar field wes vory 
dependent upon the provision ot components, 
etc . , from the United States . Tho U. K. 
r epresentatives hoped 1 therefore! that a 
detai l ed monthly sehooulo ot del vortos 
could be worked out as soon 11 possi ble . 

(b) It would be appropriate to make a brief 
r or or onco t o the requtromonts ot the 
Austrnl1an and How Zcelond Air Forces, 
Stnce those forces wore oporattnc i n 
spheres or u . s . stretectc r espons1bil1ty, 
no dotalls of their roquircmonts had been 
included ln tho proaraQQtl dealt with by 
the Cocbin~d Group . He wos &ltd to say , 
howevor, tht t he understood that u a 
r esult of discussions botwcen tbe u.s. 
Depcr tacots concer n<d ond the Doalnion 
roprosenta t1ves, no difficulty was likely 
to arise in this f1<ld, 

MR. HORGENTHAU sold thot tho American Group 
•ould note end consider tho points ""'de bY Sir 
Robert Sincleir . 

5. TQTAL OF U,K , RE&UIREM&NTS . 

r.o 

LOnD KE~NES said tha t it ~liht bo ot i nterest to tho 
Committoo tr he mentioned thntl cs a r osult or cortoin modificat­
ions in tho progr ammes of r equ ro~onts and or changes due to •he 
repricing or certain items, tho totol cost ot tho U.K. programmes 
1n both t ho munitions and non-muni tions field now appear ed to 
bo noaror $5 billion than tho original rtauro of S6 bil l ion. 
This rovtscd figuro was exclus ive or (1) eny additions to Lend­
Loose programmes which might artso os o r esult or th~ consideration 
or tho proposols in Chapt~r 3 or th• British cese (it) certain 
t1nonc1al provisions on the mun1t1ons ptn&raames Cor contingencies , 
spot items , delivery charg~s and tho like . 

''ashinaton, o.c. 
?th. November, 1944 

- 3-

(Stcned) Mr. Lee 
llr. Coe 
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BltiTI SH ll'ND-LEASE NEGOTI.lTIONS 

Present: Mr. White 
l!r . Acheson 
l.lr. Patterson 
Mr . Casaday · 
Mr . Currie 
Mr . Coe 
Mr. Gates 
Mr. Taft 
J.lr . Angell 
Ur. Lovett 
Colonel Stewart 
Admiral McCormick 
General Somervell 
Mr . Cox 
Mrs . Klotz 
Mr . Davidson 

November 3, 1~44 
4:00 p.m. 

Lord Halifax 
Lord Keynes 
.i.!r . Ben !loU th 
Mr. Brand 
Mr . Opie 
Mr . Lee 
Sir Robe rt Sinclair 
Sir Henry Self 

r1 

d .~ . JR : May I say I am very sorry t hat this story 
broke today in t he New York Times . I had hoped that we 
wouldn't have any leaks~t our luck bas sort of run 
out. And talking in view of what t he President said in 
his pres.s conference today about this , we are not propos­
ing to make any statements . I think it would be a little 
simpler if your press people at the Embassy didn' t refer 
all the reporters to us! 

LORD HALIFAX: You mean not refer them all t o you! 

H.U.JR: Yes . I gathered t hat Mr . Brand was telling 
them they could get something from the Treasury or t he 

1.\'h.ite House . Well, they are not going to get anything 
from the Treasury, and I doubt they will g et anything 
from anybody el se. But there is no statement in view of 
what t he President said . 

LORD KEYNES : V.'hat did he say? 

• 
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li. LI.JR: The question the President was asked was, 
·~. President, any comments , please , on the published 
report that Great Britain seeks certain Lend- Lease 
supplies of a non-military nature for resale?" 

The President ' s answer was, "I never heard of it. " 

1"2 

So in view of that, there will be no statement 
coming from here. So I say it is very unfortunate . 
we only have four more days to go. 

fo rth­
But 

Gentlemen, I apologize for holding you u~, but we 
didn't allow time enough f or tnis important ducuaaion. 
But in regard to t his Pap~r you have gi ven us on mutual 
Lend-Lease between the U.S. aLd U. K., ground Army and 
air fleet, air arm recommendations , we very carefully noted 
t nis Paper and ~e have spent almost an hour here discussing 
it . The result is that , frankly , we have not come to an 
agreement among ourselves. And therefore the Committee 
has referred it back to what we call our Technical ~ommittee 
and the Technical Committee will discuss it and wi.ll be 
in touch v1ith Tlhat, for lack of a better name, we call 
your technicians . 

So if yru wi ll bear with us, "e are not prepar ed to 
discuss it because ~e are not of one mind among ourselves . 

LORD KeYNES: Is there any further explanation, 
~w. Secretary, we can give? 

H. M.JR: I am sorry, Lord Keynes , not now, because I 
am afraid to get into a discussion , and I don't want to 
discuss it when t here isn ' t united agreement among ourselves. 
But our '!echnical Committee will meet, will talk it over, 
and ~ill be in t ouch with you gentlemen. out as I say, "e 
have been an hour trying to cCIDe to an agreement and haven't. 
Now, that doesn't mean we could not agree . I don 't want 
you to ~o away thinking this is an insurmountable barrier, 
but it lS just that we should have allowed half a day and 
we allowed half an hour . So , i f you will bear with us , I 
know the members of our Technical Committee will pretty 
promptly be in touch with you gentlemen . 
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As I say, please don't go away thi nking t hi s is 
something insurmountabl e. So, if you don 't mind, we 
need more time. 

If t his is agreear le , Mr . Patterson and his associates, 
I think , are anxi ous , they have other Mrk - v.e v.ould be 
glad to have you stay,but i f you want to go, why that is 
1111 right . (G~:n . Some{'vell, Mr .Patt crs on and Col. Stev1art leave t he conrerence) 

Now, as t o t hi s much-discussed l etter of !4r . Forrestal ' s, 
I received it late l ast night - and you can correct me, o.• 
Mr . Gates - the Navy is now prepared to sit down and dis-
cuss wi t h representati ves of t he Bri t i sh ~avy, their re­
qui rement s . 

Is t hat stat ing i t correctly, or v.oul d you rather put 
it in your oTm language? 

l.!R. GATES: 'l'hat is right. That is my umlerstanding. 
M will come to whatever ae reement '':e can and make our 
recommendations to your Committee the same as the ot her 
~ommi tt ees have done . 

MR. SI NCLAIIi: t.rieht I ask, Mr . Secretary, 1.ould 
Mr. Gates like ~dmi ral Waller to get in t ouch with some­
one? 

''R. GAT£S : I su&gest he get in t ouch with Admiral 
McCormick . 

H.M. JR: But this is open for any discussion now t nat 
you gent lemen woul d like . 

MR. SINCLAIIi.: 
suggested, if I may 
situation . 

I t hi nk the fi r st step is to do what is 
say so, Mr . Secretary, to discuss t he 

H.U. JR: Mr . Gates , you and Admi ral McCormick are 
ready any time ? 

illt. GATES: That is my understanding, yes, L!r . Secretary, 
'1\e are . 
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LORD H~LIFAX : Sounds all right, doesn ' t i t? 

d . ~· • .lli : This may sound very short to you, but M have 
been one hour on this Paper here and could come to no agree­
ment, but at least I think y,e have made real progr ess as 
far as t ile tlavy is concerned . 

But if' t here is anythin$ else tnat any of you want to 
raise, t his wi ll be a good t une to do it . 

MH. GATES : Mr. Secretary, Admir al McCormick has just 
brought up a point and that is that we, the American Navy, ,. 
were ~orking originallY according t o the suggest ion con-
tain ed in your Paper , that these subjects may be cons idered 
broadly and be duly noted . 1hat is the bas is we have been 
toing on up until this afternoon T.hen we had our meeting 
witc you - jus t to clarify our posi t i on a little furthe r 
on tnat . 

J.!R. SINGLAIR: \'lould i t be in order, l.l.r . Sect•etary, 
t o comment on the Air agreement now, apart from that 
question t hat you al ready rere,•red to? 

H. 1!.JR : \oell , they have all gon e. 

~. G~T~S : If there i s anything in fleet ai r-­

Jh. Sl tlCLAIR: I was proposing t o make one or tv.o 
comments on t he main agreement, if they are not inappro­
pr iate. 

H.M. JH: Make your canments and then I v.ill--

Mn. • .:>INCLAIR: V.ell, I wanted fit•s t of all t o acknow­
ledge, as we did in the case of the ground 4~, our 
appreciation of the MY in which these discussions have been 
conducted, and to state again , as was the case with the 
ground ... rmy, the fact t hat the mili tary basis of our needs 
was fully and frankly discussed . And there is no point of 
difference to be r ecorded on that . I n cert ain cases our 
basi s was modi fied in t he cour se of di scussion, and in 
others , notably the fle et air arm, I t hink acceptances 
really fa l l below our requirements . 
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The difference betr1een our requirecents and the 
acceptances is i n t he Arocy aircraft type equipment 
a comparatively small ptroentage , if t he relatively large 
item of two hundred million dollars referred to in para­
graph nine i s taken into account . Ilut a large part of 
that tv.o hundred million dollars may be required if cet•­
tain aircraft , for example, the B-2~ , on v;hich no cocmit­
ment or acceptance car be made at present, can later be 
made available . 

r:. 

But in the case of aircr·aft for tte fleet air arm, 
U.ere is a very serious disparity between our requirement, 
on the one hand , and acceptances on the other. That 
applies particularly to t~o types , the Lorsair and the 
Avenger. 

\\e reali ze t he uncertainties v.hich mak e it impossible 
in the judgment of t he Navy ~epartment to accept larger 
quantiti es than t hose stated in the schedules at this 
stage . They have, hoMver, assured us the quantities now 
accepted are minimum quantities and it is conceivable that 
circumstances may arise, for example , t he greater use by 
the u . ~ . Navy of Hell- Di ver s and Avengers , which ~1ould make 
it possible, without pre judice t o the operation by the U. S. 
Navy, to allocate to the british a l arger proportion of 
tnose types . 

And al though it may be eoing too far to expect tnat 
in th-tevent the whole of the gap may be br idged, M su~best 
it 1·.ould be wise t o include in the tote.l financial provuion 
over and above the amount stated in the schedules , an 
amount of seventy- fi ve million doll ar s as financial cover 
for any such possibilities . 

In making this sugges tion we reali ze t hat it oarriea 
Ylith it no commi tment on t he part of the U. S. Navy Depart­
ment beyond· that which has already been clearly impll ed 
in the discussions that are taking place; Namely, that if 
circumstances shouid chan~e and additional quantities of 
these types do become ava1lable, they will be allocated to 
the .british. 
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We mentioned this to the Navy Department before this 
meeting and after seeing the report, and I hope that 
Ur . Gates will confirm they have no objection to t hat 
sugt;estion. 

I ought perhaps to add t hat r.e have not got in pro­
duction in the United Kingaom any torpedo carrier opera­
tors, carrier-borne aircraft of comparable performance to 
the Avenger, and the new version of the Barracuda does 
not come into product ion in September . 

The position flith which v1e are faced , \',i th which our 
Admiralty are f aced in that re~;ard , is a st !'ious one, and 
I would be less than fair to them if I did not make t hat 
point very clearly at t his meeting . 

I don • t know mether you have had an opportunity of 
considering that, Mr . Gates? 

MH. GATES : I have not had an opportunity of consider­
ing it . I only heard indirectly that t here is a possibility 
just being discussed at some point . 

Just .to clarify myself, you are proposing aading on 
the "'ir pi'O<' ram seventy-five million dollars t o the two 
hundred million dol lars that you already have, for contin­
gencies, .makin~ that t~o hundred and seventy-five million 
for cont1ngenc1es. 

I.Ut. SINCUIR: That is ri r;ht, but- -

Mlt. GATES : Doesn 't t he two hundred million cover 
both Army and Navy? 

A' lt , SI NCLAI.!t : No, it was ori ginally - the h;o hundred, 
in fact , was discussed and agreed on the A.Mny aircraft side, 
do you see? TI1en the flee t air arm discussions took place 
subsequent to that, and the extent of the shortage, diffi­
cul ties ~ith regard to Avenger and ~orsair, r.ere not realized 
at the time that t he tv.o hundred million was discussed. 
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Now, we quite realize t uat on present plans by t he 
U. S. Navy there are not addi tional aircraft likely to be 
made available, but t here are certain contineencies in 
wnich t hey mi~t beco~e available, and we are asking t hat 
if those cont1ngencies arise--

Mlt. GATES: That is r ight . There is a possibility 
of the progr am increasing . l had misunderstood that . I 
thought th at the t~o hundred million dollars ~as to cover 
both the J!.rmy and the Navy requi rements , and from what I 
knew of it, it seemed to me t hat ' 'as sufficient . 

Mrt. Sl~CLAIR: One hundred and thirty of the two hun­
dred, you see, i s represented by t he B-29 alone, whic h the 
Army air fo rce ~ants us t o leave on one side because of 
their current di f ficulties with t hat type, do you see? 
So you have seventy to cover certain difficulti es in the 
radar fie ld because o!' changing of t ypes. That amount 
was discuss ed i n relati on to radar on the Army air ground 
side . 

H.t' . JR: Mi ght I in t er pose - you are uy beyond my 
depth - aren't these jus t the kind of t hings t hat you are 
going t o sit down and di scuss y,ith the Navy and try to 
get together? 

~. TAFT : No, this i s the Air, Mr . $ecretary . 

1Ut. GATES : I t has been a~reed on , and the letters 
have come ln to you. This is JUst addin~ another item. 
I am not prepared to ansy;er for us on t h1S, Mr. Secret~ry, 
now. 

B. '.I. JR: \\ill you take it under considerati on? 

llh. GATES: Yes. It means goin~ back to Ur . Patterson 
and Mr. Lovett and all signers to thls agreement that w~ 
have already agreed on, t o add another seventy-five million 
to it . 

MR. ~ITE : Mr. Gates , might one interpret that addi­
tional amount for contingencies to cover an expenditure 
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on anything, or was it certain specified types - parts? •• bat is the interpretat ion? 

l.tR. GATES : I t hought t he two hund1•ed million covered contingencies for airplanes and accessories and parts , and I thought within t hat h o hundred million ther·e is enough lee~ay to take care of any increased planes for the fl eet air are. If I am T.rong , I Y.as misconstruing it . 

A h. Vf.,I'!'E: ::>ir kobert , is your interpretation of contingenci es in te rms of specific items , or much more general? 

J,U\. SI~l:LA!It: It is worded completely ger.erally, Dr. W'ni te. In the course of discussion of the amount, the point ~as rrade that about one hundred and thirty might be required in the event the B-2il situa tion cleared . 'l'he remaining seventy was cons ide red on both sides a reason­able amount for radar conlin&encies. Tnat was the under­standing in the di scussion . The fleet air arm discussions v.ere subsequent to t ht t discussion . •:.e didn ' t know at t ha t t i me the degree of the short-fallinG there would be in tr,ose tv.o rather important types of the fleet air arm. 
If allocations, of cou rse , can subsequently be made, we are doing no more than use a part of the provision that is now made . This a~ount is not spent until there is a clear case fo r doing so . Unly fte all thought it would he wi se, in vi ew of t hi s situa tion- -

l.lh. GATES : You think you will need seventy million -r.e are getting into s ome details - seventy million over and above the two hunored million already allocated? 
~.1,. SINCLAIR: kadar aLd components . 

!lk , GA'fES : There is b•o hundred mil l ion allocated to tha t now. 

•~k. SINCLAIR: They do from past experience find in t nis radar field t hat nev, t ypes are being developed so 
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quickly - t hat applies to the forces of both nati ons -
t hey are continually chan&ing, scrapping old types and 
brineing in new ones. 

!Ait. ACREOON: Mr·. Secretary, may I ask whether this was 
all di scussed by the Com:nittee \'1hich has reported? has this 
all been taken up and thrashed out? 

1'R. SINCLAIR: No, sir, t he Committee "J.ch has re­
por ted did not discuss t his item at the time of signing 
the agreement , O!"- at the t ime t he agreement was forl'larded 
t o us. V.e v1ere left wi th t his very substantial short- fall 
Vihich \',as in ii iscussion up t•> the very l ast moment, do you 
see? J!lld 1·.hen v.e sa'l'. the ex t ent of i t and obtained from 
the Admiralty t heir view as l o r.hat Muld be' t he i nevitable 
consequence, v.e consi dered it v;as desirable t o i nclu.de 
this additioDRl provi si on tra t I a:e ntioned. 

LORD Kh1NES : Isn't tl is something which ha s to go 
back to the ~ommittee? 

Mk. SIN CLAIR: We did put tha t to the Navy l.ieoartment, 
but I am afraid Mr . Gates was al\ay in vhicaco at t he time. 
~e put i t t o t he Navy De?artment as t he only thing we could 
do 10 t he circumstance, givin~ t he intimation t hat n r.ould 
like to raise t nis point at t nis meeting . 

But we are very happy to discuss i t furt her , !.lr . Secretary, 
if you would like that. 

H. !>!. J R: iell, that is up t o you, but I t hink it should 
be r aised at t he lower level, if you don't mind, because 
i t nas me very much - to make a pun - in t he air! I just 
can't ~uite follow it . There is no reason why you shouldn' t 
raise 1 t. 

Is t hat what you think , !Ar. Aches on? 

Lilt. ACliESutl : Yes, I us trying to get clear as to 
~nether t his was an appeal from a decision already made, 
or something omitted from the discussions. 
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h.M.JR: I gather i t is an afterthought . 
MU. SINCLAIR: Yes, ! hoped lt woul d be regarded by the Navy Department as a wise precaution under the circum­stances . 

so 

Ilk . GATES : I wi ll be glad to go back to t his '-ornmittee, lr . Morgenthau, and ask if they ;.on' t reopen their agreement and consider tbi~ additional seve nty- fi ve mil l i on . 
H. ; . JR : I take it i t is r eally an afterthouuht , isn 't it? 

MR. GATES : . 1'here is a little differ·ence of opinion on t hat. e thought at t he time the two hundred million covered the Jlavy contingencies as v:ell as the Army. 
Uh. SD<CLAI!t: May I make two other point s, Llr .1!orgenthau, very briefly? I ~oulo l i ke to call attention to the impor­tance of paragraph seven , in v.hich it is stat ed that the detailed scheduling of the components and the radar will be proceeded wi th as soon as poss ibl e • 
.l v.ould like this Committee to appreciate that the United Kingdon program is to a large ext ent dependent upon the sup?lies of componen ts and considerab~equipment such as r adar r1hich v.e get from this coun try. Therefore, this paragraph in t hesgreement is of very great importance to us and v.e have every reason to believe t l.at the service departments he re , both the War Depar tment and the Navy Departmen t, \\i ll cooperate f •1lly with us in arrivi ng at a .detailed schedule oi monthly deliveries as soon as possibl e. 

The other t hing which I pet• haps ou6h t to make clear is t nat in Chapte rs 1 and 4 ol' ' our general case , reference was made t o t he effect t he Australian and Ne" Z.ealand . air fo~ces , operating as they do , in a sphere of United St ates strat egical resoonsibility, cannot be included in such an agreement as this , and t hat their requirements v.ould be the sub ject of di.t•ect discussion beheen them and the ilnited ~tates . 
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\,ell , ·r.e are, of course , interested observers in 
this matter, and I thought it would be appropri ate to 
aay here that from the discussions that ha ve already taken 
place it appears to be clear that no difficulty under that 
heading is likely to arise . I thought I ought to clear 
that point, because we bad referred to it. 

H.!.:. JR : If the respective secretaries will note wnat . 
$i r Robert nas said, we will gi ve it due consideration • 

.:i. SINCLAIR: Thank you very much, sir. 

H.!... JR: Anything else , Sir h.obert? 

1~. SI:'ICLAIR: No,sir. 

H.:.!. JR : Lord Halifax? 

LORD HALIFAX: I have nothing . 

LORD KEYNES: Mr . Secretary, there is one point 
which I think mignt be of some interest to report . Our 
original proposal in the big book came to just over six 
billions, compared with ten bill ions on a comparable 
basi s. Well , now we have cut down our oil requirements 
and t he shipping. The ground agreement which is passed 
and t his Air one, certain items have been cut out and 
certain others t he prices have beeo changed. .ve thought 
it would be useful to compile a statement showing what 
effect it has had on our total application. I t appears in­
stead of being arcund six, that on a comparable basis 
it is rather· less than five, now. If you thep add 
on the t hings that went into the six , namely, certain 
t ransport charges and these sr ot margins for unspecifi ed 
items, t hen i t is a little more than five. But as com­
pared wi th the six, very nearly a billion has disappeared 
for one reason or another. So we are now thinking i n 
terms of five plus, and not six plus. · 

MR. \~ITE: That is what we read in the Times this 
morning! 
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. 
LORD KEYN~S : Except it isn 't on thos e items , unfor­

tunately. (Laughter ) 

I thought it would be interesting to know. And, of 
course , that doesn ' t allow fo r any changes t here , maybe, 
in certain other programs . But l think it doesn ' t cover 
the Navy, Y~ich we haven ' t dealt wt t h, but I think, other­
wise, it is probably fairly near the final fi&ure . It is 
on t he order of five , and not on t he order of six. 

H . ~ . JR : That is good news . 

Is t here anything else, gentlemen? Then we stand 
adjourned. 
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TOP SECRET 

IE.ND IE.ASf, IN STaGE. II 

NEW Zl'Al.AND 

/) 
COPY NO . ,... J 

Attached below are (1) a quantitative analysis of 

the requirements already tabled ! or New Zealand under Lend Lease 

for the first year of Stage II; this quanti t ative analysis is 

tentative and subject to adjustment between items accor ding to 

the circumstances appl ying at the time of requisit i on : and (2) 

a further memorandum indicating the manner in which New Zealand ' s 

r equirements would be increased if the civilian and capital goods 

r ules could be relaxed. 

(Signed) A.W. Snelling 

Washington , D.c. 
3rd November , 1944 

.... 
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t 9UANtlTATiy E ANAJ.XS IS Of ~fEW ZEALAND fjEOUI REUhNI S AU\EADX TABlifD. 

• 

• 

l'ollowinc are the co= odi t1es and a ewal quantities used t o 
arrive a t the dollar figures outlined i n •Aopl ificat i on of 
Material 1n Chapter •• Len<! Lease Roquiro:oenta of Australia, 
New ~oalatld and India• : -

Hat er1tl 

Carbon Steel 
Tinpl ate 

Phospha te 
(In vi ew of t he improved 
shipping situat i on, i t i s 
conceivable t ha t nearer 
60 000 L,T. val ued at 
53&0,000 will ul t ima tely be 
shipped rro~ u.s.A. ) 

Sulphur 

IUaeellaneoua ?ertilizer s 4 
Chemicals 

PefiMiiz~rs 
ate of ?otash 

Potoss ium Slllp!late 

Chl;tsab S 1u=. Chlor ate 
llethyl tth;rl Keto.~e 
'Nh1 te Arsenic: 
J.!etachronte tlordant 
Tanning Extr acts 
Caustic Potash 

ouant 1t x 

4&, 750 t one 
l ,ooo " 
40 ,000 L. T. 

50, 000 L, T, 

5 ,000 S, T, 
500 " 

500 " 13 tl 

llieotine Sul phate 
lle thylc I sobut yl Ke tone 
Stayco "A" 
Rubboroaker s Refined 

l()() II 

26 fl 

?? II 

60 " 
2S " 
30 II 

26 II 

Formaldehyde 
lliscellanaous 

SUlphur 

lll!il!&.lYJIA.l_Sou:to~r.~~~S 
- 1'1ne Tar Retort 

J.oain C11 
TUrpentine 
Gu:a & 'lfood Rosin 

H1sctlla~g Raw Mater ials 
on Bl ack 

Dextrine 
Pil ter Eart hs 
Refractory uat e rial 
Diat~ceous Earth 
IUscallaneous 

100 II 

88 tf 

116 .. 
•5 , 000 cals . 

138,000 tf 

1 , 200 S , T, 

500 s . T. 
116 " 

40 " 
242 It 

216 .. 

Tgbaggo 
1 , 9 50 , 000 1be. 

M&outoc tur ed Items 

Trucks ?95 Unitt 

Auto11otive Par ts 

A(r i cultural Equi pment 
comprising 1 

Wll! 
, 3 , 500 , 000 

2, 000 , 000 

240 ,000 

170,000 
20,000 

95,000 
2,700 

10 000 
1o:ooo 

8 ,000 
10,000 
56 , 000 
7 , 000 
31000 

• , 500 
11,700 
40 , 000 

17, 400 
30,000 
93,000 

120,000 

115, 000 
11,800 
1,500 

25, 000 
10, 000 
50 ,000 

Total 

S 5, 5oo , ooo 

240,000 

760 , 000 

450, 000 

250, 000 

250,000 

1,250 , 000 

1,000,000 

1 ,000,000 

3,000,000 

Regraded Unclassified



• 

• 

• 

• 

l4attrial 

H83 Tractors 
438 Gar den Tractor s 

SA~R ;<HaC!l!~NTS 2:Pra\Fc: Attach.Zeats) 
613 P.T.O, )) 

6 Pairs Yltlool s ) 
10 Pulley Assemblies ) 

l:..lsines 
Uouldboard Plows 

H..nd tools· 

H!•eellaneous Ite~s 

Quantity 

30 Disk Plows 
1022 !!ower s 
1067 Haylnc Uactllne 

Attacl\Joents 

720 Attacll>lents for 
CUltivators 

1271 Garden Tractor 
CUltivators 

471 Kaybalers 150 Other Planting, 
25 K~y Loaders lleedinc, etc. 

218 CUltivators 150 Furrow Openers 
10 Plan ters 87 Harrows 
48 Cor nstlellers 2L Distributors 

152 Tractor Hoe Lis-731 Seeders 
ters 24 Broadcast 

lQ] Powor Sprayers 
313 Dusters Hand 

2 Tr ansplanters 

I!A~IP. §?bilES 
bWee ers 
3 Oni on Pullers 
2 Topper Graders 

Seeders 

700,000 

375,000 

APDFIONAL ITEMS fOR NEW ZEALA!il) 

1. the ARplication of the ~1laln Oopda Rulo 

In submitting a list or additional material wntch 
New Zaaland might obtain from the United States if the civilian 
goods rule was relaxed to take care or pater1al essential for 
the national economy or New Z·ealand , 1t 11 necessary , first of 
all, to atreaa the inevi table del ays in grocureme~t resulting 
from the protracted negotiati ons Involve In determlnina tbe 
percentaco of any requisition which mey be approved by the 
Fore1an Economic ~1a1strat1on. 

One ex~ple is a recer.t requisition for Carbon Black 
whieh has been held up for so=e ti~e in order to detere lne 
civilian percentage . In this partlculer case the civilian 
porcentace works out at 8 per cont . or the total quantity 
covered by the requisition leaving the balance or 92 per cent . 
to be procured under Lend Lease . This illustration Is very 
simple as the aaterinl does not cover any wide ranee of types 
or apeeifieations . ln the case of soao other materials where 
articles req~1ai t1oned are components or parts to be ~sed 1n 
production or certain materials ! tt Is difficult to determine 
the percentage of "e1v111an uae '· Suppliea ond parts or, say, 
miners ' aofety lnmps tor coal-mines would be such a case. 
The civilian r,•rcentage or coal r,roduced can be determined but 
carrying t ho 'percentage formula ' down to aupplies and parts 
ot safety lamps introduces o meticuloua rcotor of calculation 
which causes serious delays. 

Al though this aspect has already been mentioned 1n 
the ceu previously submitted no allowance has bun 11ade for 
r elaxation or present rulincs . If the civilian coods formula 
were Amended these estim~tca ot ~ew Zeeland's requirements under 
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Staco II would be increased by $•,ooo,ooo. The principal i tem 
would be tobeeeo - •,ooo,ooo lbs . v4luo $2 1500,000 the balance 
belnc mode up or raw materials lfhich ere at presoul excluded 
~nder tht c1v111~n gocds torm~la, •·I · s t eel, sodium chlorate, 
potassium aulfhate, white arsenic, tannin& extract , caustic 
potash, ntcot ne sulohate, =6toch,roce mordant1 at~yco A, rosin 
oil , pine tnr o11 1 turpentine, cua rostns, rubboraakcr•s refined 
oulphurt c3rbon block, dextrine , filter earth, diotoaoeeous 
eorthi Toroaldohyde , r£!rectory aattrtot, bttu:en and other 
atsco laneous ro7 materials. 

2 . Tbt Appltegt!on of thp Capital Ooo4s Rgle . 

The application or tho copitnl coods rule seriously 
atrected Now Zool ond . As had bcon pointed out Now Zealand ho5 
no ho~vy mnnufocturing 1ndustr1os end it 11 necessary to import 
most types or machiner y r equired in tho Dominion. ~ spcci ! i c 
oxnmplo r &sarding this i s • demand r coo ivod for henvy equip~ent 
tor tho Now Ze~land Navy Dockyar d at Auckland which services 
United Nations naval cr4ft nnd s leo morchont vessels . Demands 
totalling npproximatoly $400 ,000 wor e approved by tho United 
Gtatoc Nnvy r cprcsent>t ivos in Nw ZealMd nod desl"ltched through 
United Stat es Nnvy chcnnels to Navy authorit ies in tho United 
States. ~ttr considerable del~y theao domr nds wore pnsaed by 
the Nnvy Buroau of Ships to the Now Zoalond Suoply ~ission, 
laehincton, for procur~~ent as tho i tems woro moinly outside 
the norco.l t)'J>CS of mater 1"11S ordcrod by tho United Stz:t cs 
Hovy . Th~sc de~~nds were under 4et1on in l cto 1943 and two 
s mall requisitions to t he valuo ot $7 500.00 were a pproved for 
L<nd-Loaao . Tho introduc tion of tho ~ovocbor 19•3 ecpitnl goods 
r ule apoeitieally excluded the t>I>neo or the deo~nd> fro~ 
Lend- Lcaso proe~,~~nt, despite the ~nd uae or tho a~tcrials . 
Subsoqutntly c!l~h procurezent ,.,.,, eftcetcd in the United State s 
for $661~20 and in Caoade under Con~dian Kutuol Aid for c value 
ot $3Q1 uw 1 le>ving ot tho present t1mo cachincry valued at 
$207,uu0 still undor action . 

A most s erious aspec t of this particular cnse has 
been tho lona and continued delays oneountcrod in the supply 
or this material , all of which is tor oaaont1ol wnr purpcsos . 

At the present t i mo no sotistnc tory ostimeto con be 
made of tho amount t hot woul d bo involved if tho capitol goods 
rul1ns were rolnxed. Full i nformation os to strategical commit­
menta in Stoso II is not ot prosent avai l able , and the matter 
would requi re ref erence bnek to flow Zoalan4 boforo dotailcd 
ticuros could bo produced • 

- 3 -

Regraded Unclassified



lin, 3, 1944· 

Seoretarr llorgenthau: 97 
.. 

A Mr. O.eton handed thie 
.,o 118 and aeu4 118 t o a4Tt.e 

rou that llr. Jhaetter had 
told tbe Britleh ~••7 not to 
reter the reporter• to tbe 
'1'nt&8Ul'f qaln. 

P.B,II, 

~. Ill". ftuelenl4 
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TREASURY DEPARTMENT 

INTI!R 01'1"1CI: COMiolU NICATION 

DAft 

TO kr . Gaston 
November 3, 1944 ..._.. kr. Shaeffer 

Mr. Daisbes of the Informati on Office of the British 

Embassy, informed me that the Honorable R. H. Brand, "Head 
of the Uni ted Kingdom Treasury Delegation" was the person 
responsible for spreading the report that either the Treasury 

or the White House
1
woul d issue t his aftemoon, or this . . ' 

evening, a statement on various problems including comments 
on Krock's story in todayts New York Ti mes. 

Daishee said Brand had given this report to at least 
a dozen newspaper reporters f ollowing a conference this morning 

with unnamed officials of the Treasury . Inci dentally, Daishes 
i nformed me the Embassy is being swamped with queries on the 
1118 tter. 
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VERBATIM 

CORRESPONDENT : 

PRESIDENT : 

CORRESPONDENT : 

0 PRESIDENT: 

,,_ 3- U- 4- C"') ..... 

Mr. President, any comments please on the 

published report that Great Britain seeks 

certain lend- leeae suppl ies of a non- m1li tary 
• nature for resale in their own export trade? 

Never heard of it, never heard of it. 

It was in the New York Times this morning. 

I'm sorry, 
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WASHN- A P -PRES I DENT ROOSEVELT SA ID- HE 

HAS NEVER HEARD - OF A STORY THAT . TH I S COUNTRY 

IS CONSIDERING GIVI NG. GREAT - BRITAIN 

~ · soo"o6d - d60 - 0LS OF NON- MiliTARY - SUPPL IESX FOR 
EXPORT RE-SALE-

THE NEW YORK .. TIMES PUBLISHED - TODAY - A 

STORY SAYING - MR ROOSEVELT AND. HIS ADV I SERS HAVE 

THE PLAN UNDER CONSIDERATION AND-ARE DISCUSSING 

IT WITH A BRITISH OELEGAT I ON HEADED BY LORD 
KEYNES 

WHEN MR ROOSEVELT SAID . HE NEVER - HAD - HEARD 

OF THE . STORY A REPORTER TOLD . HIM . IT APPEARED 

IN THE TIMES THIS MORNING- THE- PRES IDENT 

REPLIED ONLY THAT HE WAS SORRY IMPLYING HE 
STI L~ HAD NOT HEAR OF - IT 

-v-
WASHN - - - , .. N "'s .. - PRES I DENT . ROOSEVELT 

TODAY FLATLY . DENIED A REPORT - THAT LEND-LEASE 

GOODSX TO BRITA I N W' LL BE MADE- AVA ILABLE FOR 

BR IT ISH RE-EXPORT 
AT SAME TIME OFF IC IALS - OF FOREIGN 

'--ECONOMIC- ADMINTSTRAT ION ACKNOWLEDGED --THAT A NEW 

'tEND-LEASE AGREEMENT IS BEING . NEGOT IATED. WITH 
GREAT BRITAI TO . COVER . THE PERIOD - OF-THE 

PAC IF IC . WAR - AFTER - THE COLLAPSEOF. GERMANY AND 

THAT RESTR ICTIONS WILL BE RELAXED. ON -B RITISH 

EXPORTAT I ON OF - GOODS ACOUIRED FROM 
UN ITED - STATES BY - DIRECT PURCHASE 

MEANTIME IT . WAS LEARNED -THAT A SWEEPING 

PLAN BY . WHICH . ECONOMY . OF GREAT. BRITAIN 

WILL -BE SUPPORTED BY - F INANCIAL - AND - ECONOMIC 

ASSiSTANCE FROM . THE . UN ITED STATES - DUR I NG 
- P HASE . TWO- OF . THE WAR . HAS. BEEN DI SCUSSED - AND 

GENERAL PRINCIPLES - AGREED UPON IN -WASHINGTON 

CONFERENCES BETWEEN BRITISH AND . AMERICAN EXP-
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THE PLAN INCLUDES A PROPOSAL 
TO CONTROL - RECONVERSION IN BOTH COUNTR IESX SO 

THAT BRITAIN WOULD - NOT BE -OUTDISTANCED- - BY 

THE UNITED STATES I N PRODUCT ION - BETWEEN THE T IME 

OF GERMANY-S FALL . AND DEF EAT OF -JAPAN 
THE CONFERENCES . HAVE FOLLOWED . A PATTERN 

LAID DOWN IN A DIRECTIVE PREPARED - AT. OUEBEC BY 

PRESIDENT - ROOSEVELT AND BRITISH - PRI ME 

MIN ISTER CHURCHILL- THE GENERAL PURPOSE OF THE 
PLAN IS TO - KEEP BRITISH ECONOMY - - I N. STEP- WITH 

AMERICAN ECONOMY DUR I NG THE PERIOD -BETWEEN 
THE END - OF THE EUROPEAN WAR AND- THE - END- OF THE 

WAR WITH JAPAN 
THE LEADING. BRITISH . NEGOT IATOR. IS -LORD KEYNES 

ECONOMIC ADVI SER TO THE BRITISH TREASURY 
WHO CAME-TO WASH INGTON FROM LONDON - DIRECTLY 

AFTER THE QUEBEC CONFERENCE 
AS- THE - KEYNES CONVERSATIONS DRAW- TO A CLOSE 

A STATEMENT . IS ABOUT TO BE ISSUED - BY THE TWO 

GOVER NMENTS WH ICH WILL COVER -THE- FOLLOWING 

MAJOR - POI NTS OF - AMER I CAN AID TO - BRITAIN 
1- LEND- LEAVE- WILL BE CONTINUED - THROUGH 

-PH ASE Two- ' oF THE WAR- IT IS - UNDERSTOOD- THE 

BRITISH - RErlUEST . FOR ' LEND-LEASE I N- T HIS PERl OD 

AMOUNTED T0 - 6 500 . 000 - 000.D LS 

2- RELAXATION- OF EXPORT . CONTROLS WHICH 

HAVE PREVENTED -BRI TA IN FROM RE-EXPORT I NG- LEND­

LEASE GOODS- THE OR IGINAL - RESTRICT ION AS -SET 

FORTH IN A BRITISH WHITE . PAPER - TWO . YEARS- AGO 

REOU IRED THAT UN I TED STATES OFF I Cl ALS SHOULD 

PASS ON ALL BRITISH REOUESTS FOR. EXPORTS 

SO LONG - AS BRITAIN WAS ACOUIRING GOODS UNDER 

LE AND-LEASE 
TH I S WOULD - NOW BE MODIFIED - TO PERM IT BR ITAIN 

TO . RE-ENTER THE EXPORT . FIELD . BUT- WHETHER SHE 

WILL BE PERMITTED TO RE-EXPORT - LEND-LEASE GOODS 

OR ONLY. GOODS - BOUGHT FOR CASH - - HAS- NOT BEEN 

DETERMINED - · ONE AMER ICAN - OFF IC IAL TOLD . INTER­
NA'f I ONAL NEWS- SERVICE THAT RE- EXPORT - -
'oF LEND- LEASE - GOODS -W ILL. BE -P ERMI TTED 
PM X ?Yf'- "X pr•g·pgpy- " 

I 
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3- COORD INATION OF - RECONVERSION- THE 

OB.JERT IVE . IS TO - HOLD BACK . RECONVERSION OF -WAR 

INDUSTRIES IN- UNITED STATES- TO A DEGREE 

WHICH WOULD BE -FA I R- - TO GREAT BRITAIN AND 

TO PREVENT UNITED - STATES FROM GETTI NG OFF TO 

A HEAD START IN CAPTURING POST -WAR -EXPORT 

MARKETS 
AT FIRST AN ATTEMPT WAS MAOE "To REGULATE . 

THE RECONVERS ION OF.THE . TWO . COUN-
TRIES IN - GREAT DETAIL · so THAT - MANUFACTURERS OF 

A GIVEN LINE OF GOODS IN UNITED - STATES 

WOU LD KEEP I N STEP WITH THE SAME TYPE OF 

MANUFACTURERS IN GREAT BRITAIN 
THIS WAS ABANDONED HOWEVER AS BEING -TWO 

COMPLIC ATED AND AN -OVERALL- PLAN WAS SUBSTI­

TUTED WHEREBY THE TWO COUNTRIES WILL . BE KEPT 

TO THE SAME PERCENTAGE OF RECONVERSION AT A 

FIXEO. DATE - - NAMELY 51 X MONTHS . AFTER -THE 

COLLAPSE OF - GERMANY 
IT IS UNDERSTOOD THAT THE FIGURE OF 40- PC 

HAS BEEN DISCUSSED- THAT . IS BOTH COUNTRIES 

WOULD AGREE TO - RECONVERT - BY NO MORE THAN 
40 PC . OF NORMAL PEACE TIME CAPACITY - AT THAT . 

DATE 
WITHOUT SUCH - AN AGREEMENT BRITISH - EXPERTS 

HAVE ARGUED THAT THE IR I NDUSTR Y WOULD . BE . OUT­

OISTANCED IN -PHASE- TWO- OF . THE. WAR - WHEN ALL 

BRITISH " PRODUCTION WOULD HAVE "TO BE-WAR 
PRODUCT ION BUT . A LARGE PART OF AMERICAN PRODUC­

TION COULD BE - CONVERTED To CIVILIAN GOO DS 

ON OTHER HAND IF"BRI TAIN . CONTI NUES 

TO RECEIVE. LEND-LEASE GOODS. AND IS PREVENTED 

A DEGREE OF- RECONVERSION A -FA IR- BALANCE COULD 

BE ACHIEV ED - AN AMERICAN . OFF ICIAL EXPRESSED 

IT THIS WAY 
- WE DON-T . EXPECT BRITAIN TO MAINTAIN A 

100 PC WAR FOOTING TO . OUALIFY FOR. LEND-

LEASE-

-v-
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~R.!l!...SH-AMERICA~END-LEASE Dl SCUSSI 0~ flO\t :1 __ '!IW 

WASHN- D . .J- TOP~ OFF I CIALS .I N FOREIGN.,l~~ 
ECONOMIC . ADMINISTRATIONS . S AY THAT IT . IS NOW 

ESTIMATED - BRITISH LEND- LEASE REQU I REMENTS 
FOR -1945 Will REACH 6 . 500 - 000 000 DLS 

DISCUSS ION S CURRENTLY BEING CARRIED- ON 
BETWEEN STATE ' DEPT AND FE A OFFICIALS. FOR. TH E 
US- AND LORD KEYNES . AND A STAFF OF EXPERTS 
FROM - GRE AT BRITA IN - CENTER AROUND - THIS FIGURE 

· ALTHOUGH AS THE WAR PROGRESS ES IT MAY - BE­
SUBSTANTIALLY REDUCED~ -

NONE OF THE ITEMS COVERED BY . THE . EST IMATE 
FOR LEND-LEASE INCLUDE - NON-M ILIT ARY PRODUCTS ­
WHICH BRITISH . COULD RE-EXPORT . IN REBU ILD ING - HER 
VtORLO TRA DE . 

SAID ONE OFFICIAL- · -THE BRITISH HAVE - NEVER 
ASKED FOR THE RIGHT TO RE-EXPORT LEND-LEASE 
SHIPMENTS IN BUILDING UP COMMERCIAL . TRAOE - ANO 
THE U S WOULD NOT ACCEPT SUCH A PROPOSAL . IF 
IT . WERE MADE-

THE . E ST I MATED. 1945 LEND-LEASE REOUI REMENTS 
OF ~BRITAIN GREW . OUT OF THE ROOSEVELT-CHURCH ill 
OUEBEC . CONFERENC E OFF ICIALS. SAID- HOWEVER 
AT THOSE ~SESS ION S NO-FIGURE WA S ACTUALLY - ARRIV­
ED AT - - THE CONFERENCE ARRIVED AT -STRATEGIC 
DECISIONS- FOR - THE UTI LIZATION OF LEND-LEASE . 
GOODS AND THE FACILITIES AND - PRODUCTS OF - BOTH 
BR ITAIN AND US THROUGH POOLING FOR THE-SPEEDI­
EST - POSSIBLE VICTORY 

DETERM I NATIONS . ARRIVED AT. IN - OUEBEC WERE 
TURNED - OVER TO STAFF - CHIEFS OF . ARMY NAVY 
AND AVIATION OF . BRITAIN AND . THEIR . COUNTERPARTS 
IN . THIS COUNTRY FOR PURPOSE OF- CONVERTING THEM 
INTO ACTUAL - MUNITION ITEMS A~D RAW MATERIAL . 
AND FAC ILITIES FOR USE IN MILITARY PRODUCTS - - · 
FOOD ALSO WAS INCLUDED ON THE . LIST -

DECISIONS . OF THE STAFF CHIEFS WERE THEN . RELAY 
-ED-TO THE COMBINED . RAW . MATER IAL AND COMBINED 
WAR PRODUCT 1 ONS BOARDS" COMPOSED OF "REPRESENT A-
T I VES OF - THE ' TWO COUNTRIES FOR PURPOSE-OF 
PREPARING SCHEDULES FOR THE FUTURE .. OUTPUT AND 
UTILIZATION OF POOLED AMERI CAN AND - BRITISH 
PRODUCTS OF- WAR 
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LORD. KEYNES AND MEMBERS OF . THIS MISS ION 

HAVE BEEN I N. THIS COUNTRY FOR WEEKS OFFICIALS 

SAI D WORKI NG ON CURRENT AND FUTURE . LENO-LEASE 

AND CASH . REOUIREMENTS OF THE BRITISH 

1 

AS PRODUCTS NOW BEING SHIPP ED- UNDER 

LEND-LE ASE NO - LONGER ARE NEEDEO .FOR -WAR THEY 

ARE TRANSFERRED -TO A CASH PROGR AM WHICH . LORO 

KEYNES IS ALSO NEGOTIATING ON WITH FE A AND 

STAT E DEPARTMENT OFFICIALS · - - AN EXAMPLE-- IS TH E 

REMOVAL OF . MACH I NE· TOOLS FROM THE LEND-LEASE 

SHIPMENTS TO BRI T ISH NEARLY . 12 MONTHS . AGO · ­

IT" WA S FOUND THAT THEIR . NEEO. FOR WAR. 

PRODUCTION- WAS - LESS AND FOR CIVI LIAN. PROOUCTION 

GREATER AND THAT THEREFORE TH EY . WERE. NO - LONGER 

EL I GIBLE UNDER LEND-LEASE 

THE . UNITEO KINGDOM AND UN ITED - STATES LEND­

LEASE . AND. TRADE.CONFERENCES . ARE. SEEKING -TO 

DE VELOP HOW AN D WHEN - PRODUCT S NOW GO I NG. TO 

BRITA I N FOR .WAR. PRODUCT ION -RAW . MATER I ALS AS 

WELL AS MIL ITARY.PROOUCTS- - CAN. BE . CUT DOWN 

AND- IN THEIR PLACE SUBSTIT UTED CASH - ITEMS -WHICH 

BRITISH WILL BE - FREE TO RE-EXPORT .. OR USE I N 

~REAT BRI TA I N- FOR REBUI LDI NG HER HOME - ECONOMY 

LI MI~ING . FACTORS IN MEET ING . REOUESTS . OF 

BR ITA IN FOR AMER ICAN PRODUCTS TO . BE BOUGHT . FOR 

CASH AND USED. FOR . RE-EXPORT IN - BUILDING 

COMMERCIAL BRITI SH TRADE ARE TH E SAME . AS THOSE 

WHICH . HAVE BEE N BOTTLENECKS IN WAR P RODUCTION . 

AND D ISTR IBUTION OF. WAR PRODUCTS TO -THE­
·vAR I OUS- THEATRES OF . WAR · - -THEY ARE- - RAW 

MATER I ALS . FACILI T IES MANP OWER . AND- SHIPPING . 
SP AC'E 
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THE . AMERICAN-BR IT ISH CON~ERENCE S NOW GO IN G 

ON WITH RESPECT TO - ~UTURE SHIPMENTS TO -BRI­

TAIN UNDE R LEND-LEASE . AND . ~OR-CASH ARE 

.ATtEMPT lN G TO - PROJECT INTO THE ~UTURE . WHAT CAN 

BE MADE AVAILABLE TO THE BR ITISH . ~OR CASH­

BUT O~~ I CI ALS . SAY IT WOULD . BE . PER~ECTLY 

SILLY TO AT TEMPT TO BE. SPEC I~IC . ABOUT GOODS TO 

BE AVAILABLE FOR NON-MILITARY PURP OSES 

WH EN THERE - ARE - SO MANY LIMITING. FACTORS- I ~ 

.. RAW . MATERIAL WERE AVA I LABLE - ~OR -C ASH IT WOULD 

STILL HAVE To ··aE CL EARED BY. THE .. COMBINED 

RAW MATER IAL - BOARD AND THEN . SHIPP ING. SPACE 

NOW USED ~OR LEND-LEASE WOULD . HAVE TO . BE 

MADE AVA ILABLE 
THE~ E A HAS ~UNOS TO . SHIP THE 

6 500 000 000 DLS 0~ - LEND-LE ASE ITEMS TO BRITAIN 

S I NCE ONLY . THE - NON-M ILITARY ITEMS COME - OUT 0~ 
ITS 5 000 000 000 DLR APPROPRIATION. - Dl RECT 

MILITARY ITEMS- -MUNITIONS GUNS ETC 

.ARE TAKEN OUT - OF MIL ITARY AND - NAVAL 

.APP ROPRIATIONS RATHER THAN F - E A ~UNOS 

-v-

. . . 
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EXKI1T1Vt oma Of THE NESIOINT 

WAR REFUGEE BOARD 

IHTOt-OfflCI COMMUNICA liON 

1 r'1 

•• ,. November 3, 1911-4 

•o Secretary Morgenthau 

HlOM J. w. Pehle 

The following is the story on the Eisenhower 
statement : 

On September 28, 1911-4, I sent a letter to McCloy 
transmitting the suggestion that General Eisenhower 
issue a statement warning the Germane against the 
extermination o! persons held in forced-labor battalions 
and in concentration camps . We had been getting many 
requests for additional statements by the President and 
by military authorities and it was felt here that it 
made more sense for Eisenhower to issue a statement which 
would not be interpreted as a political gesture. Also 
we felt that such an action might have some effect since 
Eisenhower presumably will be in charge of certain parts 
of Germany when occupied. A copy of the statement trans­
mitted to McCloy is attached, marked Exhibit A. 

Simultaneously, this statement was cleared in 
pr inciple with the State Department which suggested 
certain language changes. 

On or about October 9, Judge Rosenman called me 
concerning a request that Proskauer had made that the 
President issue a statement . I told Rosenman about the 
proposed Eisenhower statement and he was fully in agree­
ment that it would be preferable !or General Eisenhower 
to i ssue a statement rather than the President. He 
asked i! he could be o! any help in pushing the statement 
with the military authorities and I sent to him a 
suggested memorandum !rom the President to Secretary 
Stimson approving the statement. The President signed 
the memorandum to Secretary Stimson on October 18. A 
copy of the President's memorandum is attached, marked 
Exhibit B. 
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In the meantime. the War Department transmitted the 
text of the proposed statement to General Eisenhower for 
his views. Eisenhower said that he had no objections to 
issuing the statement provided a change was made in the 
language to change the words "Without regard to their 
nationality and whether they are Jewish or otherwise" to 
read "Without regard to their nationality or religious 
faith''· The War Department submitted the matter to the 
British authorities who also suggested an unimportant 
language change which was made. 

Upon receipt of Eisenhower's comments the War Department 
replied to the President's memorandum on October 20. 
furnishing him with a copy of the statement in its latest 
form and telling him that the matter was pending with the 
Combined Chiefs of Staff. Apparently the President. 
instead of filing the revised statement or writing on it 
"Approved. F.D.R.". signed the statement and returned it to 
the War Department. The War Department was somewhat 

(
mystified by the President's signature on the statement 
and asked me to clear up the matter. Judge Rosenman's 
secretary checked into the facts and told me to advise the 
War Department that the President had merely meant to 
approve of Eisenhower issuing the statement. 

It is expected that General Eisenhower will issue a 
statement along these lines in the near future. The latest 
version of the statement is attached as Exhibit 0. 

it the same time. we are working through the State 
Department to try to get Russian military or civil authorities 
to issue a comparable statement. which would be very signifi­
cant since the Russians. to our knowledge. have never taken 
any such action. 

I have searched my recollection further as to whether 
I mentioned this matter to you. l know that I intended to 
do so and thought that I had. However. since you do not 
recall it I assume that you are correct and you were not kept 
up to date on the matter . Certainly you should have been. 

Attachments 
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EXHIBIT "A" 1 r , 

GERKiNS! 

There are within your midst large numbers of 

persona in forced-labor battalions and in concentration 

camps. A great many citizens of the United Nations. 

including Poles and Czechoslovaks are among these 

captives. There are also among them many persons 

who have been declared by Hitler to be stateless. 

Without regard to their nationality and whether they 

are Jewish or otherwise, Germans. these are my orders: 

( You shall disregard any order from whatever source, 

( 

to molest. or otherwise harm or' persecute any of 

these people. As the Allied armies. already firmly 

on German soil, advance. I shall expect to find these 

persons alive and unharmed. Severe p~lties will be 

inflicted upon anyone who is responsible. directly or 

indirectly. in large measure or in small, for their 

mistreatment. Those nov exercising authority, take heed! 

(Text of proposed statement by General 
Eisenhower as transmitted to McCloy on 
Sept eaber 28. ) 
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"EXHIBIT B" 

October 18, 19~ 

MEMORANDUM TO SECRETARY STIMSON 

There is attached a proposed statement 

to be issued by General Eisenhower with respect 

to pr isoners in e.nemy concent rati on and f or ced 

labor camps which the War Refugee Board has 

submitted !or consideration. 

In view of the seriousness o! the 

situation, I think General Eisenhower should 

issue such a stateaent as promptly as possible . 

FDR 
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GERMANS 

There are within your midst large numbers ot 

persons in forced-labor battalions and in concentration 

camps. Without regard to their nationality and whether 

they are Jewish or otherwise, Germans , these are my 

orders: You shall disregard any order !rom whatever 

source, to molest, or otherwise harm or persecute any 

ot these people. As the Allied armies, already tiraly 

on German soil, advance, we shall expect to find these 

persons alive and unharmed. Severe penalties will be 

inflicted upon anyone who is responsible, directly or 

indirectly, in large measure or in sm.all , for their 

mist r eatment . Those nov exercising authority, take 

he edt 
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EXHIBIT 11011 

GERMANS! 

There are within your midst large numbers of 

persona in forced-labor battalions and in concentration 

caapa. Without regard to their nationality or 

religious faith, Germane, disregard any order !rom 

whatever source, to molest, or otherwise harm or 

persecute any of these people. As the Allied armies, 

already firmly on German soil, advance, we shall 

expect to find these persona alive and unharmed. 

Severe penalties will be inflicted upon anyone who 

is r esponsible, directly or indirectly, in large 

measure or in small, for their mistr eatment. Those 

now exercising authority, take heed! 

• 

(Latest version of the Eisenhower statement - Nov. 3. 19~) 
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Allied Expeditionary Forces 

• • 
~\ 

I 
I I 

I \ 
I • !t . t ' . ,, 

\ 
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Regraded Unclassified



ttovember 3, 194.4 

... ) dear Jack: 

1 am returnin~ to )OU herewith copy t8S8 

ot "verman) a nd Austria in the ¥ost-$urrender 

Period". lhank )OU verl ~uch tor letting me 

atudj this document . 

loW's sincerel) , 

.uonorable John J • ...c<.lo) , 
!sa is ta.nt ... ecretar~ of "ar , 
r.ar Le1-er tment, 
\.asl• i ngton , J.., , <.. . 

p . ::, . hnclosed herewith find cop)' of m) l etter 

to Stettin1us . 
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THE ASSISTANT SECRETARY OF WAR 

WASHINGTON 

Honorable l!e1U7 Morgenthau, Jr. 
Secretar,y of the Trea.ur,r 
llaahiDjfton 25, D. c. 

Deu Mr. Secretar,y: 

20 October 1944 

I encloee 801:18 pol1c7 directhea prepared b7 the 
Britiab tor .ubmiaaion to the ZlC coYering Gena&QT an4 
Auatria in the Poet-SUrrender Period . 

.1.8 ve are abort of the .. copiee, I vonder 1f 70\1. 
could return thie to me after 7011 ba•e bad a chance to 
go oYer 1t. We are vorld.ng on it nov and rill ban our 
•UM••tlona in due cour .. but ae our von: ie not cca­
pleted on th., I cannot si•• th• to 7011 nov . 

Iuc. 

TOP S£CREf 
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loTeaber 8, 1~ 

Dear l!d1 

I &II llnd1ng you hll'ew1 th )(eaorandua on 
the Br1t1eh Draft of Pollo7 D1reot1Te for 
G•l"'WWJ· 

'l'hh wu shown to the War Departaent, and 
with their appronl I gan a oopy of 1t to Lord 
Cherwell just before he left. 

S1noerel7 70ura, 

Tha Honorable Edward B. Stett1n1ua, Jr., 
Under SeoretiJ'7 of State, 
Waahlncton, D.C. 

Regraded Unclassified



• 

( 

har .... •11• 
1 appredate peatl,r JOV JrlndJ&eaa la a.U1q 

.. a oop7 of a letter to tou froa a lew York 1.-.r•r 
aow 11nlag in rranoe u a lleuteDUt. 

ktval}T 1 .. -.h llltereet.a la aat u 
wa abHt the ,...rcath&• Jlu ••• wll .. la 
ether J•peah ot the ... at the boat. 

!be eplaloae of thoufhtflal eolilve oa •ttve 
nell u rov ooJ'J'eepoatea ihoue .. eertalal.J are 
worth bee41ac. 

liP. Idler W.ll 
661 11fth ..... 
Ia York 17, hw ton 
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I'AAH 11. lo40SS ~>•o• .. , 0! 

1a1DOIIII WCI... 

A ICHAAO H , W'CI..:!I 

Bon. Henry Morgenthau, 

.f.H JVu..stft-uU? 
~~~ (17) November 1 , 1944 

Secretary of the Treasury, 

Washington, D. C. 

My dear »r. Secretary: 

Yesterday I received a letter from a New 

York attorney whom I know very well. I have a high 

regard for his judgment. He has been overseas for 

a couple of years and is now serving as a lieutenant 

in Prance. I send this to you because or the ref-

erence t o yoUP plan. 

S incerely, 
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roo•1.1 ·MR. aAB1ml 

.. 
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EXTRACTS FROM A LETTER RECEIVED PROM A HEW YORK 
LAWYER, NOW IN FRANCE. THE LETTER IS DATED 
OCTOBER 8th, 1944. 

Tbe whole idea of going home baa raised a helluYa hullabaloo 
OYer here because of the Aray1 a r ecent publication of ita plan tor 
partial demobilization after the defeat of Germany. The joker 
ia that publicity accompanying the plan said that we were consult­
ed, and the plan was the net result of our suggestion•. Yet nobody 
has found anybody who was consulted, nor for that matter anybody who 
is satisfied with it. Preferences and priorities are given to the 
men with children, which means that those who quickly married and had 
pregnant wiYea the day after 1n a vain effort to avoid the draft are 
now given the stamp of approval by the army. Penalized are the ,• 
more conservative single men who decided to wait until this mesa 
was over and they knew their economic ability before taking on fam-
ily obligations. Also , no distinction is made between ages, 
so it doesn't make any difference whether you are 21 or 41; 

It the men over here were consulted• they have the best plan 
of all, but no Congress.111an would have guts enough to suggest it . 
They think that the major job of policing of Germany should be done 
by European countries with 1110st at stake. Of course , we should 
ba represented wi th a cadre 111ade up of regular army men plus those 
selectees who want to stay. Then there should be compulsory mil­
itary training for one year, with four 111onths spent in basic train­
ing in the states and at least six months on occupational duty 1n 
Germany. The kids thus on duty would lose nothing socially or 
economically; in fact, they would be broadened by the experience. 
Our country would have an army, and middle aged single men would b e 
able to go home , marry and have families and there would ba no gap 
in the next generation. But you find a Congress111an who would 
suggest such legislation. Compulsory military training costs 
votes , and nobody wants to lose votes. Yet there i s no doubt 
that it is the best plan to cause the least discomfort to the least 
number of people , and anybody in the states who will even start a 
whisper about it will be a permanent hero over here. 

... 0 * * 

Everybody over here is pretty angry about the treatment ac-
corded German PWs. True, we should obey the Geneva confer ence 
rules, because we have our own boys who are prisoners to thihk about. 
But there ia no sense to thia bending over backwards about it. Why 
should they get new tents to sleep in, cigarettes to s~~~ake, and oran­
ges to eat in the very race or Frenchmen who haven't bad an orange 
1n five yeara, and who when they were I'Wa in Germany were rewarded with a clout over the backs 1t they even ventured a thought about a 
cigarette. 

t hat 
tali 
be. 

The band•riting on the wall is now clear. We are afraid 
the aott1ea back in the states, who fight their wars from cock­
bars and Park Avenue aoraa have the ears or the powers that Soon will come the day when the American public will feel 
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that the Germans are really a peace loving, s auerkraut eating, beer 
drink1.ngpeople, who were m.1aled by a handful or nasty men. Individ­
ual German citisena will claim that they were really pro-Ally all 
the time, that they were nner llazia, and that they only joined 
the party out of econolllio necessity. And the stupid Americans 
will believe th .. , and ship tons of clothing and food aturra, wh ile 
the recipients will laugh heartily at ua behind our backs for being 
the fools that we are. 

We now hear talk about reconstruction of German industry 
to pay reparations. Our attitude 1a: To hell with the repa-
ra)iona. Every country in the world ia presently making a suck-
er out of America, and we might ae well play sucker to the extent • 
of a few more bUlione, and follow the lllorgenthau plan to make " , 
Germany strictly an agricultural country. Let her industrialize, 
and we will be back here fighting in another 20 years. The diffi­
culty ia that a lot of people are talking and planning about things 
they know nothing about. Maybe 1f they were here and understood 
the news behind the news it would help change their minds. Maybe 
they don't realize behind the news that when a certain city is 
taken there is a story of blood, terror, horror, death, and wounds 
worse than death. It they saw a little of that, they wouldn't be 
quite so soft. 
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........ ltw. 

Dear Mr. Forgers 

I tbaak rou for roar oourtoar l• wr1t1nc to 
.. 1• roplJ to ., lotteP erroaooual7 umaoli to 
JOTU pl'OIOOIIIOP1 Mr. 11lo7• 

Mf approo1at1oa of tho Ia~•'• Mltorl&l 
h 1Dorou.a bJ tho laaowlM&• t rou aa pa\lhhll' 
•1J'Iot.a 1to prepvatloa. 

l hope rou wUl f11Ul l t oonnallat to oall oa 
.. on one of tour •le1te to Waohlngtoa. 

lll'o .. ,.. a. , • .,.. 
h\llllhvl !Jlo la•u1nP 
Cluluat 1, <lllo 

BIG/Mil 

llDMnlJ, 

(Signed) H. Moraenthau, .If. 

s .... t..., of the , ..... Vf. 

' 
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TMc fi'Ueu t .. ut 

't!fh,e <£inrinmdi I:uqni r.er 
One ofth&World's G-eaustNewspo~rs 

Dear Mr . Worgenthaua 

Your l etter of October 19th, addreosed to w. F. 
Wile1 , our late Publiaher, who died on August 
24th, no rererr,ed to me upon 'I11Y return to Cin· 
cinnati thia morning. I aucoeeded ur, Wil ey aa 
Publisher of the Enquirer , 

I am glad you ap£irOYe our editorial treatment of 
the highly cootroYereial queation • "CoUYeraion 
of Germany . " 

So frequently in queationa of thio kind there i o 
ao much more heat than light that people a re in· 
clined to l et their emotion• run awa1 with their 
judf9118nt . We followed t'tio queotion ver1 care· 
f ul l y and felt thnt you made a oane contribution 
in the matter and thnt U4jor George Fielding Eliot 
added to the weight of your cauae . That was the 
reaoon I had prepared the editorial which you men· 
tioned, 

Your letter we will regar<l only ao a peroonal ex· 
preooion and will not publish it. I wo,nt 1ou to 
know, however, your 1Dtereat i a appreciated, 

ely you~ 

urr: ",·. :7: .. ~ 
The Honorable Henry Morgenthau, Jr . , 
Seoret ary of the f reaaury, 
Waahington,D .c, 

October :n , 19« 

. "' . 
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!.!r • Erwin D. Canham 
Edit-or, The Christ-ian Science Monitor 
Bost-on, llassachuset-t-s 

Dear L!r . Canham: 

November 3, 1944 

A paragraph in t-he edit-orial in which you •come out" 
for Dewey disturbs t-he admiration I have always bad for the 
Christian Science !lonitor and moves me to write to you per­
sonally. The paragraph reads : "No one knows how IIDlch of the 
new st-iffening of German resist-ance is due t-o the amazing 
episode in which !.!r. Roosevelt allowed Secret-ary Morgent-hau 
t-o by-pass t-he Stat-e and War Departments and bring out a 
plan for German industry with which Herr Goebbels was able t-o 
frighten all Germans." 

There are several f eatures of this t hat seem to me to 
depart a l ong way from lloni t-or standards of accuracy and in­
telligence: 

(1) "allowed !.!r . l.lorgenthau l:"** to bring out a plan***·" 
l.lr. llorgenthau didn 1 t bring out anyt-hing. Flynn of the Wall 
Street Journal and Hightower of the Associated Press print-ed 
stories purporting t-o sllllrl\arize confident-ial recommendationa 
made by Secretary !lorgenthau to t he President. They were 
characterized by Joe Harsch in a story in the !lonitor as "leaks" 
and Secret-ary lolorgenthau does not know their source t-o this day; 
nor do I. His investigations have convinced him that they didn't-
come from the Treasury. • 

( 2) , _ to by-pass the State and War Depart-ments. • The 
newspapers have reported that the President appointed a Cabinet 
Committee to consider the question of the treatment to be accorded 
Ger!DSilY after the wa;r, t-he members chosen by him being the Sec­
ret-ary of St-ate, the Secretary of the Treasury and the Secretary 
of War . If as a result- separat-e memoranda by each ooe of the 
three members of the Committee were submitt-ed to the President-
is there any record on which t he charge t-hat anybody was "by­
passed" can be fairly based? I wonder if the thought- here can 
be t-hat- the terms of peace to be imposed on Gel'!DIIlV, llhich will 
affect- the llhole future of the world for generat-ions, are the 
sole business of any one or two members of the Cabinat - that 

:. ,., 2 
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they are purely of military or diplomatic concern - and that 
the President hae no right to consult others . That would seem 
to me a strange concept indeed. 

(3) "No one knows how much of the new stiffening of Garman 
reaietance is due• etc. I think in fact that no one N.8 ~ 
lll1li tary bash or authority tor believing that there baa been azq 
new stiffening of German resistance baaed on this episode or ~ 
other propaganda consideration. Did the going becoae tougher Oil 

the Italian front? en the eaatem front? There is no nidencs 
ot it. What we do know is that after the hard shell of German 
resistance in Normandy was broken the Germans scurried back be­
hind the Weatwall, naturally losing a good many men 1n the process, 
and that, once behind their prepared defenses on German soU, 
they have resumed a vigorous resistance. Did any sane person 
expect anything different? Certainly no lld.l.1tary 111n With ~ 
claim to coq>etence did. Two pretty good Republican newspaper s 
han ellpressed themselves on this point. '!he Herald-Tribune on 
October l said of Senator Johnson of Colorado that •hie charge 
that 'prior to the announcement ot tha llorgenthau plan the 
Germans were surrendering 1n droves; now thay are fighting like 
demoos' 1e simply nonsense . • The Chicago News said on October l?s 
" Dl conclusion we beg leave to disagree With those who think the 
Oenr.ens 1n France surrendered because of the leaflets lr8 dropped 
on them, and are fighting harder no• because of llr. llorgenthau. 
The Germane in France surrendered because they were utterly de­
feated in one of history ' s most brilliant calllpl'igns. The Germans 
now fightin.g us are not those 'lfho surrendered. Thaoe Germane 
are fighting hard because they have been and are good soldiers. 
Whan we beat them, they too Will surrender. • I • on ' t labor the 
contrast between these statement& and the Vonitor •a paragraph, 
'lfhich I can •t help appraising as both partisan and irresponsible. 

I haven 1 t the slightest doubt that we could san the blood 
and the lives of thousands of American boys it an early peace 
w1 th Germany was our main desire and •e were Willing to pay the 
price. We could do that simply by assuring tha Germans that 
we would take no terri tory from them and would allow them and 
even help them to reconstitute their econ0111r and go on w1 th our 
blessing and fo.r giYeness as they were before the war. Hitler 
and Goebbol.s have said practicalJ¥ this . And they trust us; thq 
would take our word even it we wouldn • t take Uleira . 1llV dan • t we 
do that and im •t the idea that we ought to do just that ~cit 
in the Konitor•s editorial? Or han we arr objectin in this war 
which forbids such a course? The notion that at this stage of the 
war we ought to avoid making the Germans angry aeema to M both 
ludicrous and tragic. It is tragic because it seems t o reflect 
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the idea that we have no aims in this war and that all the blood 
and su!!ering are pointless and without good cause or reason. 

lf I took the view that German resistance had been sti.ffaned 
at the needless cost of American lives t hrough the publication 
of stories about tho "l.!organthau plan", I would not hold the 
American press guiltless. This was not a story given out by or 
with authority. Ita source wa,s nameless and it waa printed on 
the authority of the press associations and newspapers that cir­
culated it. We have, I believe, a voluntary censorship under 
which reputable American newspapers agree not to print matter 
that is ba.rmtul to the public interest and likely to interfere 

1 

with the conduct ot the war. lf the newspapers which gave currency 
to this story now say that it was hamrul, that i t stiffened 
German resistance, and even that it cost "thousands of American 
lives•, do they not convict themselves of an act that it will be 
hard tor tba to defend before their own consciences? 

I don't accuse t hem of pr olonging the war or needlessly 
sacrificing American lives; but I think they can be accused of 
it with far more reason and justification than can the Secretary 

of the Treasury. 

This may seem to you many words on a small text . I wouldn't 
write them if I didn • t have high respect for you and for the 
llonitor. But in this I think you were gravely lfl'Oil6• 

Sincerely, 

{Signed) llerbert E. Gaston 
Assistant Secretary of the Treasur,y 

• •• 
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THE UN DER StCRE:TARY OF THE TREASURY 

WAai-41NOTON 

November 3 , 1944 

TO THE SECRETARY : 

Mr. Bowles of the OPA has asked llr . Bartelt 
t o ascertain if you wou l d be good enough t o 
make a talk to t he OPA ~h War Loan Rally 
t o be he ld ·arounalfove.mfier tenth or S0lll6-day 
thereaf ter at your convenience . I am told they 
have about 3900 emp loyees . 

~r. Bowles would be very glad if you could 
do it , and he would introduce you . 
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NOV 3 1944 

Ooa1- Kr . He lm: 

I w1ah t o thank 70u for your letter 
ot Octobor 7th in which you gave - aoae 
vert 1ntoroeting i ni'onna t. l on oonoeru1ng 
tbl rocept1on ot tM new W&r BoDCt rede.p­
t1on procedure 1n ;rour &rer. . It 1a Yer7 
h.el p.f\.ll tor ~:~e to lcnow how ~ new IIIOft 1n 
tho lfA r Bond proa r aD .la rocoivod throughout 
tho country t or tbJ.e prow&:~ hiLa been the 
people t a program f rom the 1 t&rt and &JVthing 
be aring on i t 11 of gx-eat oonoorn to -· 

I t 11 rea81ur1ng to know that publlo 
roaction to tho now procodur o haa been good, 
And I eball rolay your mouo.ge t o mombero 
ot mr 1tatf here t o whom 1 t will ho of 1n­
torelt and value. 

S1ncorel,., 

lS•gnocJ H. Morgonthau, Jr. 

wr. GroHr c. Uela, 
Prea1dent, 
Tbl !latloaal Bank or Bloo.in&ton, 
tll.CHW'QSton , Ill1nob. 

126 

\ 
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!.IEJ&>RANDIJM FOR THE SECRETARY. 

November 3, 1944. 

Mail Report 

With a sharp decline in correspondence about 
the Sixth Drive, our mai l returned this week to more 
normal proportions . 

· Although it is too early to determine the volume •• 
to which it may rise, general bond correspondence 
indicates the development of several sore spots . In 
the last six days there have been indications of 
trouble in the delivery of bonds purchased by service 
personnel of the War Department. The increase in such 
complaints brought in 15 or more letters from relatives 
of service men reporting that September bonds, and 
occasionally July and August bonds, have not yet been 
received. Most of these writers explained that in the 
past , bonds always reached them by the middle of the 
month. The other sign of possible serious future 
trouble is in connection w1th the red tape surrounding 
the cashing of bonds and checks in the names of men 
killed in action. Apparently Treasury and bank officials 
are refusing the telegrams sent by the War and Navy 
Departments as proof of death, and wives and parents 
of men ~ killed do not see how they can get the ordi-
nary Death Certificate and so receive the money that 
they need . There have also been indications that this 
dissatisfaction and distress is being reported to 
Congressional representatives and that we will hear 
from them in protest over the way these matters are 
handled . 

There were only 20 bonds submitted here for redemp­
tion, and there was no further opposition to the over-
the-counter plan for cashing them. . 
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Memorandum for the Secretary. November 3, 1944. 

The tax mail is still light . We received 16 
demands for overdue refun:'ls , a..nd a. few letters call­
ing attention to pension trust funds which the writers 
seem to believe are being established to evade taxes . 

The ~lan for making Germany a.n agricultural 
nation el1cited 9 communications, and for the firs t 
time there was more unfavorable than favorable comment. 

Letters forwarded from the White House during 
October totalled only 188, of which 140 were re- routed. 
It is interesting tba t approximately 65% of this mail 
concerned the nonreceipt of income tax refunds . 

. / 

/ 
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Favorable Comments on Postwar Plan 

for Germany 

Joe H. Green, New York, New York . I heartily support 
your idea that Germany be shorn of all heavy industry 
for at least 50 years so as to end once and for all 
the beastly Teutonic menace to the world. Hoping you 
will continue this very worthy fight, and with ~ 
best wishes . 

Capt . Benjamin Markoff , APO 511 , c/o Postmaster , New 
York, New York. STAND BY YOUR GUNS HENRY : I am sure 
that you have been deluged w1th numerous letters 
from all over t he world regarding t he practical stand 
to make Germany an agricultural country. As an 
officer of the U. S. Ar~, serving 15 months overseas , 
and close to four years in the service , I am not in a 
position to be active politically, nor will circum­
stances Rermit me to dedicate all ~ energies to 
"educate those who believe in a strong Germany after 
the war: * * * I do not want T111 children, or even TJ!1 
grandchildren1 to have to fight our NAZI Germany again. 
To prevent th1s recurrence, every machine that can 
potentially produce weapons of war must be transferred 
on a quota basis . * * * Since when is the econoTJ!1 of 
Germeny so important to the rebirth of French industry? 
Or Dutch, Belgian, Danish , Norwegian, Polish, Czech, 
Greek, Italian, or Russian, for that matter: Each of· 
these countries would benefit more advantageously f r om 
intensification of thei r local resources . * * * 

Cha.rles Lahnstein, New York City, transmits COllY of 
the following letter he has written to Mr . Lou1a 
Nizer of New York: "On Tuesday, October .24, 9:30 
p. m. , I listened to the American Forum of the Air -­
'What to do with Germany' . In the South American 
newspaper, Puebl o Argentino, in Montevideo , there 
i s a report that high Nazi offic ials have al r eady 

_1. "0 
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arrived in Buenos Aires to prepare refuge for the 
Nazi gangsters . Among those are Colonel Walter 
Oster!Camp, former Commander of a Pursuit Squadron 
in Werneuchen, Germany. Osterkamp arrived with an 
Argentine passport made out in the name of Theodore 
Schmidt . Mr . Theodore Schmidt got a job i n a school 
of aviat ion in Cordova in Argentina. * * *At the 
American Forum, Dr . George N. Shuster and Dr . John 
Haynes Holmes have tried to use all their influence 
to help those good, poor Germans. * * * Let' s keep 
in mind that the att1tude of the German militarists 
is that of professionals who have acquired high skill 
in a difficult and dangerous game . Their business 
is to wage war - - war to the knife . Their proficiency 
was not quite enough to win the game in 1918, so they 
employed the years of apparent peace in improving 
their skill. If it turns out once more that it has 
proved insufficient , the German militarists, the 
Prussian junkers, and the German industrialists wi ll 
probably waste little time in repining. * * * Once 
more the German militarists will say to themselves ; 
•Well played, but lost~• Let's get ready f or the 
next rehearsal in 1960. * * * " 

Isidor dels, Law Office, Moss & Wels, New York City. 
Yesterday I received a letter f rom a New York attorney 
whom I know very well. I have a high r egard for his 
judgment . He has been overseas f or a couple of yea.rs 
and is now serving as a Lieutenant in France . I send 
this to you because of the reference to your plan. 
• * * * Everybody over here is pretty angry aoout 
the treatment accorded German Prisoners of War . * * * 
Why should t hey get new tents to sleep in, cigarettes 
to smoke, and oranges to eat in the very face of 
Frenc~n who haven't had an orange in five years , 
and who , when they were Prisoners of War in Germany, 
were rewarded with a clout over the backs if they 
even ventured a thou~ht about a cigarette . We are 
afraid that the softlea back in the states, who fight 
their wars from cocktail bars and Park Avenue sofas 
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have the ears of t he ~owers that be . Soon will come 
the day when the Amer1can public will feel that the 
Germans are really a peace lovi~, sauerkraut eating, 
beer drinking people , who were ~sled by a handful 
of nasty men. Individual German citizens will claim 
that they were really pro-ally all the time , that they 
were never Nazis , and that they only joined the party 
out of economic necessity. * * *We now hear talk 
about reconstruction of German industry to pay repara­
t ions . Our attitude is : To hell with the reparations . 
Every country in the world is presently making a 
sucker out of America, and we might as well play 
sucker to the extent of a few more billions , and 
follow the Morgenthau plan to make Germany strictly 
an a~ricultural country. Let her industrialize, and 
we w1ll be back here figh ting in another 20 years . 
The difficulty is that a lot of people are talking 
and planning about things they know nothing about . 
Maybe if they were here and understood the news behind 
news, it would hel p change their minds . Maybe they 
don't realize behind the news that when a certain ci ty 
i s taken, there is a story of blood, terror, horror , 
death, and wounds worse than death. If they saw a 
little of that, they wouldn't be quite so soft . 
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Unfavorable Comments on Postwar Plan 

for Germany 

R. F. Kellyt Willowbrook, California. I have a boy 
who su.ffereo. hardships tmkno1fll to the cushion pushers 
of Washington. He was with the first contingent of 
Marines to land in the Solomons on August 7, 1942. 

1 1 

* * * My boy spent twenty- six months overseas, and 
when he finally came to the states for a furlough , 
what happened? He came in to Roosevelt Base in 
Wi l mington, wnere he stayed for two days ; be was 
then sent to San Diego in a truck ~acked with Marines ,• 
to stand up for over one hundred RUles . He was ke~t 
in San Diego for several days before he received his 
furlough papers . Wba t did he see when he came home? 
Several bus loads of prisoners of war brought to 
Long Beach to an amusement park to enjoy themselves -
cushioned buses to ride in, if 1ou please~ It is the 
above conditions that make Amer1can fathers and 
mothers who love their boys , bate and despise men 
like yourself and Harold Ickes •• Ickes, the Jap- loving 
skunk. You and your unconditional surrender . How 
many mothers and fathers want to hold out for uncon­
ditional surrender? None. I hope that the Roosevelt 
bureauor.ats are so badly defeated in November that 
they will hide their deceitful faces forever . 
I would like to see you and some of your ilk in the 
front lines and kept there until the war is over , 
and it woul d be over soon. I am sending copies of 
this letter to two ~ood Republican Congressmen who 
have our country's 1nterest at heart , who do not joke 
and laugh while our youth are spilling their blood, 
like your Commander- in-Chief does . Dewey is a man 
whose heart goes out to these grieving mothers and 
fathers, and does not wish to burlesque during times 
like these . So here is ho~ing that the War MOngers 
are completely eliminated 1n November. ---
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William Upshur , Orlando, Florida. The present 
writer just finished reading Shirer's "Berlin Diary•. 
Although he rakes Hitler and his henchmen over the 
coals good and plenty, he says over and over again 
that the German people as a whole were entirely 
apathetic at the beginning of this war; no enthusiasm, 
no fireworks , no meetings , speeches, and shouting, 
which shows that the people were against the war . 
Only a comparatively small, but loud and ener~etic 
minority, the Nazis, was for it . Much like w1th us, 
85 to 95% were against our entering this conflict . 
As Hoover says -- you can have peace or revenge , not 
both. The idea of taking away from the German people 
the Saar , the Ruhr, East Prussia, Silesia up to Oder, 
would mean war , not peace , as Clemenceau cynically 
said of the Versailles makeshift. 

1 " 1 .~. .. , 

lst . Lt . R. L. Heitkamp , c/o Postmaster, New York City. 
"From the Front". For God's sake, quit giving the 
German people an incentive to fight : Unconditional 
surrender 1s a hard enough bargain to strike without 
such promises as your plan for Germany. I agree with 
your plan, but why fublicize it. * * * Germany stil l 
has a lot of fight eft and you people with your pl ans 
f or Germany -- demobilization, V-day, etc . , do not 
make it easier for us . * * * Bear wi th us a little 
longer and it will all be over. Confidentially, we 
do not give a damn what happens to Germany after we 
defeat t hem on the battlef1eld, so l ong as we get back 
home, but qui ck t See our point? Don' t make Germany 
a rtougher nut to crack" . 
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General Comment s 

Solon G. Vlasto , President & Publi sher, Atlantis Greek 
Daily, New York City. In increasing numbers we receive 
every day inquiries from our readers who anxiously 
are asking us i f thef are able to send material and 
financial aid to tbe1r distressed relatives in the 
liberated areas of Greece . To all our eff orts to get 
a definite res~onse to our inquiries , through the 
variou.s authon ties in New York, the only answer we' 
have received so far is that they expect further orders 
from the State and Treasury Departments . Could it be 
possible, Mr . Morgenthau, that the sending of help to 
Greece by Americans of Greek descent be expedited so 
that the suff ering there might be relieved more quickly 
and the anxiety of our people here minimized? On be­
half of t he Americans of Greek descent I express to you 
my deep appreciation and sincere thanks for any mea­
sures to be taken by the Treasury Department as you 
may see fit , with the assurance that you will have the 
everlasting gratitude of the Americans of Greek descent 
whose relatives in Greece are in dire need. 

Walter G. Fuchs, M. D., Monticello, New York . In 1943 
I filed a TFR-500 report in reference of my property 
in Germany that bad been confiscated at a time when 
I was settled here as a physi cian. In the German 
R. St. Bl . 1938 (Reichs Stener Blatt) , page 575, I am 
listed aa expatriated and confiscated and I asked the 

· Treasury Department i n Washington for to please send 
me if possible a copy from this paper or a short state­
ment. I received an answer, but besides was a sen­
tence : •The reports on Form TFR-500 do not in any way 
constitute a registry of claims• . Now, what else do 
they consti tute? Why had we to file the TFR-500? For 
me they mean a claim and I will never give up the 
claim. If you can spare the time, I would appreciate 
to hear what the Government of the United States has 
in mind to do with the property of Americans in enemies' 
countries . 

· ~ .­

.... ·~· 
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Donald Coe , Bronx, New York . When I heard about 
the K-9 Dogs being sold I wrote right away to the 
Treasury Department and offered $10 for one. Last 
night on the radio I heard a man say they might be 
$1.00 . Gee, I sure want one of these dogs . I know 
lots about them becau.se I had a poodle for 5 years . 
I am 12! years old and know how to take good care 
of dogs . Wy mother says its all right for me to 
have one of the K-9 dogs but doesn't think I have 
a chance . * * * Please, Sir , give me a chance first 
to applie for a dog . MY Mother said the auction 
would be during the day and I go to school so that 
I wouldn' t have a chance . If the treasury department 
has already got my name on the list I hope I hear ,• 
from t hem so I can have the dog by Christmas or maybe 
before . Thank you very much for selling such swell 
dogs all traned to obey. 

Congressman Lindley Beckworth (texas) . I wish to 
quote a pertinent portion of a letter I have received 
from Mr . Bryant Payne, East Texas Salt Water Disposal 
Company, Tyler , Texas."*** I was under the impression 
that this Congress was going to do everything within 
their power to avoid the scandal and rotten disposal 
of surplus materials from the last war. I can' t 
understand why it is necessary to have junk dealers 
and that sort to be the first purchasers from the 
Government when many outfits , such as ours and the 
Farmers Coops, could bid on and receive the stuff 
right out of the Service Commands . I know that con­
sideration has been given to t his surplus material, 
but why wait until all of it is disposed of under the 
setup as outlined in the letter received from the 
Eighth Service Command before the rest of the business 
firms and the individuals in the United States have a 
chance to bid on it? I think that every returned 
soldier should, if he desires, have the right to buy 
an airplane, a pair of shoes , or whatever he desires, 
at the same prices that these so-called dealers have 
a right to purchase at. " * * * 
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Gerald M. Fennell, St. Moritz , New York City. I call 
your attention to the enclosed clipping setting 
forth that there is now one billion doliars of French 
balance available i n this country for you to apply 
on that Republic's six billion dollar debt to the 
United States , and which has been owing to this 
country upwards of a quarter of a century -- and on 
which, one of their l eading generals told me while in 
the occupied part of Germany during the l ast war , they 
never expected to ~ay a sou. Wf experience is that 
they never pay a n1ckel of their debts , and I have 
had an office in Paris and have done business with 
the French peopl e commencing in the 80' s . This is 

an opportunity to at last collect some of t he interest 
that t hey have owed us without ever paying a penny on 

account . 

The following letter was addressed t o the President 
by Mrs . E. D. Cargill, President, South Gate Hospital ­
ity House, South Gate , California, and referred by the 
White House to the Treasury for handling: "In South 

Gate, a city of about 43 000, we have a Hospitality 
House for servic emen that i s the pride of the entire 
community and is supported entirely by volunteer con­
tributions . We prov1de lodging for about 3,000 boys 
a month and serve them meals 24 hours a day -- all 

absolutely free . * * * About three weeks ago an in­
vestigator f r om the Internal Revenue Office came in 
and f ound us guil ty of the hideous crime of coloring 
the margarine . On October 17th we paid a fine of 
$7 ,40 and we were told that we would be watched and 
if we colored any more margarine we would be f ined 
$600. (they flatter us -- where would we get $600 . ?) . 
It is positively revolting to serve t his stuff with­
out some col or. We understand that ther e are other 
patriotic, nonprofit organizations in this same pre­
dicament and wondered if you, in this nat ional emer­
gency, cpuldn' t do something to correct thi s unjust 
and ridiculous situation. • 

, 7 
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Favorable Comments on Bonds 

George E. OlmBted, Traverse City, Michigan. This 
letter is merely to express an appreciation of your 
brief and explicit letter of October 21 regarding 
quotas for employees for the Sixth War Loan. 
Previously we have recei ved an excessive amount of 
literature and even long telegrams regarding the 
Drives . At least, as far as we are concerned, such 
use of borrowed funds has a depressive effect on 
management and employees alike . If the funds supplied 
are now to be used to a larger extent to surply equir­
ment, rather than f urnish publicity, we wil all fee 
better about i nvesting in War Bonds . 
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Unfavorable Comments on Bonds 

Edith Nourse Rogers , House of Representatives , 
(Massachusetts) Relatives of men killed in action 
in the service have told me of difficulty in cash­
ing War Bonds bought by the men or with their funds , 
either direct or on the survivor rlan. Banks now 
refunding these purchases are ask ng for a death 
certificate which is not furnished by the Army, Navy, 
or Marine Corps1 and are being referred to the Bureau 
of Medicine or ~urgery , etc . , for statements . Cer­
tainly the official announcement or telegram of death 
is considered sufficient for the services to give and 
some provision should be made to expedite the payment 
in such cases on the statement these survivors are 
given. Even a statement secured from a ·cor oner in 
Texas on the death by accid ent in the Ar~ f l ying 
service had to be sent to Chicago -- a duvlicate or 
photostatic copy was not accepted, I bel1eve that 
with the number of such casualties, there should be 
some system or plan by which exvedited action is pos­
sible, as Simple as vossible, Wlthout the necessity 
of writing for offic1al statements, and banks so in­
structed , * * * 

, ..., ..., 
... ' I 

Mrs. W, G. Doyle, •New York City . ReOf.Rtl.v I complained 
about the Mfg. Trust Co . , refusing to-oath a bond in 
an emergency. The gentleman's name is Mr . Sears, who 
said it is his bank ' s ruling not to ca~h one for any­
one that isn't a depositor . Today I verified his 
statement by ~oing there and asking for his name , 
I asked for h1s name because a John L. Sullivan, 
Assistant Secretary of the Treasury, added insult to 
injury when he answered my complaint by saying, • I am 
confident that the Mfg. Trust Co, , which has a record 
of whole-hearted cooperation in the Savings program, 
did not r;jec} your application because you are not a 
depoSitor • hold a few thousand dollars worth of 
bonds, have been too patriotic to get that kind of a 
line . MY sons are also very active with the armed 
forces , and Mr . Sullivan's quotation is a bit off for 
a man in his position. 
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Senator Burnet R. YAybank (South Carolina) transmits 
the following letter he has received from Mr . c. P. 
Mangum of Chesterfield , South Carolina: " I am writ­
i ng about a small matter, about which I do not know 
i f anything can be done . Not knowing the regulations 
of .the Government regarding issuing duplicate checks , 
I just thought I would write you how I have been 
treated, and just let it go at that. * * * I had to 
cash in one of my small bonds ($25.00); no delay, and 
I received the check fo r the bond on August the 1st , 
1944; endorsed it and sent it to Peoples Bank and 
Trust Company, Pageland, South Carolina , for deposit . 
About ten days after this , I made request for a 
duplicate as the check was lost or destroyed in the 
bank at Pageland . Several days elapsed and I received 
a surety bond to be executed and on its r eturn to 
the Charlotte Branch of the Federal Reserve Bank of 
Richmond, Virginia, I received notice they had for­
warded it to the Treasury Department . * * * I waited 
approximately two weeks, and wrote the bank in 
Charlotte that it occurred to me the Treasury Depart­
ment hed bad ample time to approve or reject it . No 
reply. * •• * After waiting some two weeks longer 1 

1 • 0 

I wrote the Charlotte Branch of the Federal Reserve 
tbt it appeared to me I had lost the surety bond as 
well as the check, and for the protection of my bondsman 
to please return th e bond , and I would let it go at 
that . No answer to this . * * * Sometime two weeks 
after this last statement, I received the bond f rom 
the Treasury Department, pointing out two places for 
me and my bondsman to sign -- had it completed and 
returned it to Washington, D. C. This was two weeks 
ago last Friday, the 13th of October. No replies to 
any of my inquiries . * * * I may be wrong, but I think 
I was due the courtesy of an answer to my request . 
Just think, two and a half months have passed since 
starting to get a duplicate check, and no encourage­
ment that I will ever get it. Excuse me, but I am 
darn sore over the whole business ,• 

Regraded Unclassified



( 

(} 

( 

- 12 -

Unf avorable Comments on Taxation 

Mr . William Plummer , Eckhart W.nes, Jtaryland . Again 
I find it necessary to write you about ~ 1943 income 
tax r eturn money. This i s the third time I have 
written about my tax money. It is rather funny to 
think everybody all around he re has received theirs 
and I have yet to hear f rom mine . * * * 

W. Erle White , President , Whi te's Auto Stores, 
Wichita Falls, Texas . This corporati on established 
an employees• profit- sharing trust for eligible em­
ployees in accordance with the 1943 Revenue Act. The 
trust agreement provided t hat the corporation would 
contribute to all trust members 15% of their annual 
salary. This , in the opinion of our attorneys and 
our accountants! complied fully with the Revenue Act 
of 1942. Short y after establishing the trust we 
filed an application with the Treasury Department 
for approval. About sixty days ago we were noti f ied 
by the Fort Worth office t hat many amendments would 
have to be mde to the trust agreement . All of these 
amendments, we think, are wholesome and good for the 
corporation and the t rust members except one . This 
is the rule which the Treasury Department has made 
that provides t hat stockholder officers of the cor­
poration cannot have more t han 30% of the trust contri­
bution. This has the effect of r educing our contribu­
t i on 50%, or f rom 15% t o 7i% eaoh, as four of us are 
t he sole owner s of this corporat ion . This i s one of 
those businesses that was started back at the forks 
of the creek i n the small town of Clinton, Oklahome , 
in 1930. * * * We are still the sole owners, the 
directors and officers of the corporation. Under 
your discriminatory rule, half of our contribution 
is being taken away from us f or 1942, 1943, and for 
all the years to come . There is another corporation 
r i ght here i n Texas that we know of that is much 
l arger than ours , and 98% of their stock is owned by 
one man. Under thi s same discriminatory rule, his 

• • 1 
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cornoration can contribute 30% of his salary for his 
benefit , whereas ours can contribute only 7t~ of our 
salary, or 30% for the four of us as a class . The 
officers of large corporations, such as United States 
Steel Company, Montgomery Ward & Company, and General 
Electric, will be eligible for contributions from 
their corporations of 15% of their salaries because 
in no case do any of them own as much as 10% of the 
voting stock of the corporation. The rule , in our 
opinion, has the effect of benefiting officers of 
large corporations and one or two officers who own 
small corporations, but it robs the officers of coun­
try corporat ions such as ours that are owned by three 
or four people . ~ * ~ Is it the policy of the U. S. 
Treasury to discriminate against middle- class pro­
prietors of businesses?** * Do you believe that a 
discriminatory rule of this sort is in keeping with 
the true American spirit of equal justice under the 
law? * * * We are seeking the truth f rom you as the 
individual who bas more to do with the policy-making 
of the Treasury Depart~ent than anyone else, and the 
answers you give us to our questions will enable us 
to chart the course of our f uture as businessmen. 

Mowbray F. Pearson, Spokane, Washington. Your Depart­
ment, through Mr. Ray Akeo, bead of the Spokane 
office, is sti ll tryi ng to collect unemployment com­
pensation on Ace Company's customers . On August 21 
I sent a r egistered letter ~o you personally, asking 
for an abatement of this wholly unjust tax, which 
your Department rad no r ight to levy in t he f irst 
place . I paid for a person- to-person registered 
letter and asked for a return receipt . I did not 

1 "'\ .. ' 

even get a re turn receipt to show you got the l etter. 
* * * I am enti tled to an answer to official corre­
spondence . I insi st that you have no right to proceed 
further until you answer my letter and demand f or 
abatement dated August ZL, 1944 and regist ered, and 
marked addressee only - return receipt r equested. * * 
The Ace Company, a corporat ion, sold ice to independent 
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dealers who took out a license with the State Tax 
Commissi on to do business . They collected the State 
Sales Tax and paid it to the Tax Commission. They 
bought their ice outright, stood their own shrinkage 
from cutting and melting, decided t heir own credit 
risks, stood their own credit losses , and other 
business expenses . The Ace Company paid them no 
wages . There was no basis on which to make assess­
ments, so your assessments arb wholly unwarranted 
and incorrect. * * * The Ace Company never had eight 
employees so it is against the law to levy any assess­
ment . * * * The Department of Internal Revenue has 
repeatedl y refused t he Ace Company or Mowbray F. Pearson 
any information about bow this assessment was arr ived 
at. That is prima facie evidence that this is a fraud­
ulent assessment. Demanding unemployment compensation 
on customers' unknown profits is impossible from a 
businessman ' s point of view1 so the Ace Company went 
out of business . * * * Mr . Kay Algeo informs me either 
I have to sell some assets to pay this assessment 
against the Ace Company, a corporation, or he is going 
to do it. He said, "You had better do it because 
sales at public aucti on do not brin~ very much". 
These assets I have accumulated dur1ng a peri od of 
49 years of hard work . Now your Department says 
I have to sacrifice those assets for 10¢ or 15¢ on 
the dollar t o pay the assessment against the Aoe 
Company (which it did not owe ), and then I can sue 
to get back the amount. What would I get back if 
I won the suit? The amount of the tax? The amount 
it would cost me to replace what I sold at a tremendous 
sacrifice? What about the expense I have al ready been 
to? What about the loss of business and profit? * * * 
President Franklin D. Roosevelt talks very gliblf of 
"Freedom f rom Fear" and "Freedom from Want" and Social 
Seci.U' ity" and "Justice for 1n•. Is that ju.s t hollow 
mockery, campaign oratory, and double talk that he 
produces for window dressing while the bureaucrats 
stab citizens i n the back when they are trying to make 
an honest living? If there is such a t hing as honor 
and justice i n Washington under the Roosevelt Adminis­
tration, I demand an abatement of t his unjust assess­
ment that your own records show is wholly unjust. If 
you deny an abatement on this request, I demand a 
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heari.Dg on this natter. There has never been an 
open hearing on this at any time . You had a •star 
Chamber" proceeding which I was not notifi ed about, 
and at which I was not present, and then decided 
contr ary to the evidence brought out at the hearing. 

* ** 

C. S. Fensom, Watkins-Cottrell Company, Rardwarei 
Cutlery, Guns, Etc . , Richmond, Virginia. You wi 1 
find enclosed herewith a prospectus of the American 
Cyanamid Company , dated October 30, 1944, which 
probably already has been submitted, or will be sub­
mitted, for your consideration, The writer is also 
enclosing a copy of letter he has written in answer 
to this· plan. No doubt the matter has received very 
careful consideration from your department, but it 
does seem it is time to stop this excessive retire­
ment plan, which practically all of the very lar~e 
corporations have adopted and which is going to 1m­
pose a buraen later on on the small taxpayer, which 
they are going to be unable to meet. * * * 
(The following is taken from a co,ey of a letter 
addressed to the American Cyanamia Company, New York 
Cit,y, by Mr . Fensom. ) u* **I do not care to vote 
in favor of t he proposition as outlined in your 
prospectus . I think it is very unfair and unjust 
to the stockholders ; it i s very nice for the employees . 
Too many corporations , whose officers happen to be 
well paid, are either establishing a ret1rement 
system of their own or paying to some insurance 
company, tremendous amounts of money to handle it 
for them. The r esult is that the stockholders, as 
well as the Federal Government, are both penalized, 
and the Government surely needs the taxes . I t is 
making someone else pay tax which should be paid by 
corporations . * * **While profits are reasonabl e 
and dividends can be paid to stockhol ders , that is 
pretty good . But the day is coming, and it may be 
sooner tba.n some think, when the net nrofi ts are 
going to be considerably reduced, and.the stockholders 

• 
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are the first to be penalized . * * * It seems to the 
writer that the big corporations are hedging and it 
is making the small people probably pay a larger 
proportion of taxes than they should, * * * Personally, 
I WlSh the Government would prohibit all of the big 
corporations from carrying out a plan which is both 
penalizing the Government and the stoc¥~olders, and 
the small business man . " 

Asa E. Martin, State College, Pennsyl vania. The en­
cl osed pension plan of the American Cyanamid Company 
impresses me as i llegal and a clear attempt to put 
something across . The enclosed was accompanied by 
a proxy which called for a grant of voting power to 
the Board of Directors of almost unlimited power 
without any provision for a negative vote . Since 
the individual is practically helpless in cases of 
this kind , will fOU look into the ~roposal to make 
certain that it lS a worthy propos1tion? I can see 
no reason for the presentation of the proposal in 
advance of your ruling on the case if they do not 
have some sinister motive in vieYI , Please read the 
enclosed NOTICE TO STOCKHOLDERS and ask to see the 
PROXY sent to stockholders . 

.... 
I 
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NOV 3 .1944 

Ill ..., D. CoU.a 

t .. Mw nt.aeat .. aa o...,..aloa ot tlall De,.n.ut•a 
'fl ... oa JeW n .. bUH, B. 1. Jtea. 1871 "fo enato a 
Ce·Jtteo • r•ra1 ... State lela Uou • 

Tho nMbtln wulcl p.nl .. f• t.M enatlu of a 
c-s.ttoo .. r•ra1 .-State a.~au .. , to • ........ 
of thne hn of tM So•tot tU.O ben of tM 
a ..... .- •• ~ ... tauw n. ..u et ...tala .._ 
partMata, lMl tM ,. .. .., Dellll'blat. It wnll 
f\ll'tUF pN'dde \ba U.S C I I \tee aia11 a\llil7 \M Nla­
t1ou t.otRoa ·u.. r•ra1 ~t .- ':J!..,._ata 
of the ftl'lou Statoa ai tllelr ,.uu..t hill .. 
with a •1 .. to .. ton'•"" •t ate,. eMall M taka to 

( bFlJIC eMut ... uatl.oa lUll ooopontl• aoac t.M ftl'loua 
lowla of cowt at .- thaa ... atall7 to Mlw a.ac 
otMr •ttore •ell ~1 ... aa latol'lta\e trUe -..lel'l 
... oontlletlac ... .-ltlrl• tu lon... !he c 'tt" 
.. u11 a-..lt a npel't of ta at.lloa aal lawatl&atleu, 
tocothor wl~ lte lb'lap aal ne ' tlou, I.e tM 
PNal .. at aal c...,. .. . 

The .... for ... NU&tllc tM flaeal Mtbltloa of 

. (' 

' ' 

Foioral, State, ul laeal pwn sate ... loa& Mia 
noopl .. i b7 tt.la Depaaobeat. Ia ap~~ ~fon tile 
ao ... 1'a71 u& ..... e-lttee .. Jla7 17, l OIV, 1 •11P•te• 
'tllat CoJICNH enato a 11 ~ •tltll&l --.Laalea 
to "r.•t to c • .,. .......... r .. l~l• •• tM ftl'le• 

( 

· .. ,.. • of lat.ra•••• etal tlrr•l ,.u., aal ,..,... a 
plaa fu the Mhtln of tile pi'MU.. lawlwl'. Ia a 
lett• of 1JI'll '•· 1960, b a.,...aeatatlw 1'1 1 I 1 • 
1L. 1. Jlea. 16, 76lll CoapeH1 lat s. .. soa1 I nltuaW 
tbe ..a tor 111oll a r lee1•1 etatlac, I laaw a-,. 
npl'tH tho piMl• of r•NJ.-stato ...tllota 1a 
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-·-tuatloa u4 nwlaftbl of taaa u oM of p.rtlolllar 111'1••r• oalU-c tor tu oarllod ,...u.lo ooul. .... U• • .a 00 uuoa•. 

Ill J\IM 1~, I •nolaW u. c-s.u .. oa Iat• .. con,....atal 111od l oliU ... to ab a tborot~P-cobc et114r of thb eallioot. Tllb II Itt.. .W.S.tW lta ~ \41 DO la J~ i41. no R.,...t Jlu ea.. Mea prlatil, swauaat to s ... to Reoolatl• 11JC21 u Sollato ~t Jo. eQ, 78tb coacre••• let Seaeloa (D¥6 JOCOI). Tho aubleote lt ..,.., are 1a41 .. te4 b7 tbe toll•UC llot of obep\er beodhap: 
I . o. .... lopuat of tho CMI'41MU.ea Pnltloa. II. COOI'41•Uea Do'fl ... ud Iutltutlou. III. ~1 ... of Iatorotato lolaUeu. IV. Probl ... of l'edor&l-Stato-Loo&l Rolatlou. V. Ylaoal Pollo7. 

VI. lUooolhvouo Prob1 .... 
VII . SpMlflo Tuee ( I•o••• Bullaou. u4 O.ath 'fueo ). 

VIII. Speolflo Taaoe (Eaolu, Soloo, OD4 p_,­
bll Tueo ). 

IX. Spooltlo ~peDilltur ... 

Tho ota47 popou4 1»{ B. l. a.a. 887 ...U 1te ftltable 1D turtbu !o011allli attoa lea .. tho vcat pnbl .. of Ft4onl-Stato rola'lloaa ..a •ull 1te bel~ 1a tbe oooi'U tor •PJII'Or.l•to oolutl._ to aaeh JI'OIIl... 1 Aoull llb to •ua:•• , ban'N1'1 tbat 1a tho lito"do of a Mbaul polat or •1 .. , tho 11111 " ....... to prod .. tor tbe oplat­... t of reproMatoUna of tho Stotoo aa.i tbelr nWldileu to tho propou4 c-s.tt.. .. , ... r&l ..a s tato 1o1at1 .... 
T1le O.part.at lilu Nell .. .,.u.. b7 tho Bvoaa of tbe BwJcet tbat thoro lo ao objootl• to U.. au.1N1oa of W. "port to row c-s.tt... 

5~•••17 ,..,., 

) H Mo111enthall, Jr, 
(Signed · 

S..rotorr or tho ,. ••• .., 
Boa. EMaaol Coller. 

Roue ot loJ"IIAtotlwa. 
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NOV 3 1944 

Dear Kr. RlnoltJ.JI 

I ban rour loU.r of Ootollor 80 1~, 
ad•i•ina of rour aeairo to eatabl1ah in rour 
off1oo a llcal oo..dtteo to adYill with 70ur 
Ge~~eral Counatl on q\llltloaa of law that will 
ar1ao f•aa t1 .. to tt.. under the Contract 
SottlaMnt Alt. Hr. T'ho.aa J . t.Jnoh, !uht&Dt 
General Coun11l, will ropre11nt \hla Dtpart.oDt 
oa auoh o-Uteo. 

Sinooroly JOura, 

(Signed) H. Morgenthau, Jp, 

S.orot&PJ of tu Trauurr 

Honorabh Rollort H. HiuUoJ, 
D1rootor, OtfiM of Contraot 

s.tt»•nt, 
r.aoral a ........ lullJiq, 
••hlncton 26, D. c. 

JJO'Curr 

1 r:.., 
- .L 
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THE UNDER StCRtTARVOrTHt TRCASURY 

W A a ... INOTON 

llovembe r 3 . 191+1.1 

TO THE SECRETARY : 

On November 1 you sent Harry 'tlhite pnd 
rne a memorandum repardin~ the investi~a.tion 
of Ame rican banks in Paris , and sug~ested 
that we advise the Secret ary of '1!ar whet we 
a r e doin~ so that he does not nlace new r e­
soonsibili ty with them . 

At the Fu~~estion of Jene ral Car ter we 
rave desil:'n?ted five of tre Amer ican b?nks , 
inclucting the AnericPn E.x'lress Co~oany , as 
rovernnopt depositn r ies . Thi~ was done for 
the n1arnose of enablinr tte~ to file ?polica­
tion with t l:e State Deo:orthent for oassoorts 
for thPir employees who would ~o f rom the 
United ~tates to FrPnce . 

The ~ar Deoartment was told , however, 
that no off iciPl use will be m"'de of any of 
tl'ese American i ns ti tutions until the ~:hole 
matt er has been further clRrif i ed . The 'nR r 
Deoartment will not , trerefore , deoosit a~y 
funds viitl' ttes .. lanv~ until Jener?l ?ise'1h~•·er 
~nnroves tte e'1tr v int~ Fr:once of renresent?­
tives of A.lerican· fin,s . Finance office r s in 
France tave be"n a•tth'>r ized to use t he &ani· of 
rrPnce ana its brPnche~ so trat there iF no 
i!'lr,ediate or oblem in this connection . 
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TREASU RY DEPARTMENT 

INTER OFFICE COMMUNICATION 

O AT'& 

November 3 , 1944 

TO Se cretary ldorgenthau 

~110110 Mr . White 

You ca lled t o my a ttention the r eport that American 
sa ilor s , uninformed of the regula tion permitting Americans 
to carry only ~2 bills into !t.exico, have debarked there 
carrying !S , ~10 and !'20 oilla and have been c ompelled to 
accept scalpers • discounts on the~ . You asked that I do 
somethinG about i t . 

I !lo.11e conferred w1 th Porei.on ?unds Contr ol and it has 
boen decided to a~en:l the pertinent resulation to permit 
Americans to carry ~5, ?10 and ~20 bi lls . A cable has been 
prepared askin6 the Amer i can Embassy in !.texico City to confer 
w1 th the !!e:~ican au thori ties with the Vi ew o! securinG j oint 
action to that effect . Tho l.loxioan Governmen t is being in­
forme d of tho experience of American sa i lors and um of Lhe 
r•erohan t •·arine , and a roquout i s t.ein.:; made t.ilat provisi on 
bo made for the interclum.:::e of dollars and p esos at par . 

For purposes of effective enforcenent Mexican regula­
tions have been paralle l to our own , and the lifti ng of tho 
ban on these other denominations accordingly requires tha t 
the two Gove~ents pr oceed jointly . 
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•rou an NqaNtM to npon V1111UJ the nnl.u ot -roar dill­caNiona with the llezioan author1t1 .. u wll u .,...r '11-. 1114 na• Mlldat10111 1d.th ...-pelt to tbil •tMJ> •• 

n. Dllpanaent. will appnoiaw be1Dc 14ft...t ot \he ....... , •• ~ 1n th1l •t.wr jut. u ·- u it. 11 Nlelwd. 

) c .... A. lk'ltr.i:ft 

. .-...--
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~~y 3 1944 

!IIU .U , ....... .,_, lftter .t 0Wt1hr )01 

1944 Sa ewa ,_ ''" " rtt r?u,• w tntr .. 
Ia V me 1 e U.. pe ad.MII ~ asp 
tat&w oa tile o-f.''- e ns ,., cutotNl ttl tM 
0 n ttl \a. Vld.W In"- M''ef _. 5 I sh1JUM'e 
,,,,. ...... u-. 

t •~~M••-~·· \.t\M-...t 
*'• m •• ...,_ •-.& pa' ' • ,..11 
I In' · 'JIJia b JU7----- S. J1 1' ...... 
ut.e aM 1 •rsU. • u. ,. ' llni.W Mstu 
~we-..o-L\teeen '" o '-1: 

(Signed) H. M orgenthau, J r. 

'IIIIa -·~=~,=·:-:::: • Dna.:::: ·--· I Inn ,....,. .t MMns 

Regraded Unclassified
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I!BIIItT !D!IIIDITIIAU JR. • THE VOIC. I!EIIIliD THE 1'WI IUIPUIEE JK.ARII 

117 lllllUL U:VII 
C"P7'"~hl, 10M, J-• h t<olcgopb1o '""-noy, 1110. 

Jt h not concro.llr la:lowp, but Honry Morgontho.\l, J~. , tor twoho )'CUI aooro· 

tory or the f zo60.1UI')', 11 the 11'81,hty Toico bthiAd t ho .... R•t'u.tCO B~· 

£. tall, •ht .en Who" nl6t1ooa 1t!:th tt. P"'" - c.ncl om.aequenUy the piblio -

...... been awlcn.rdt Horsoatho.u h ttt. type or ad.alnht.ro:t.or •ho toatvra inltio.the i n 

the OX"J141rt1 be .li&fneuu tor t ht treo.ti.U'y Dopo.rtmoat, t hoU£h he IIIICI.inta.ine tho \lhlphc.nd 

tbrou.p.out. lApad.uy are the cla.il-y aM:t1f.&1 of hh • 9 130 p-oup.• GAthor od ot a 

rou.ad tAb~ ttnr'l .orn111c;, n.ch of h11 Allilto.Dte in b.a.rn lea c. obo.DDo to YOlo• hla 

probUM cw4 ¢p11, t.Dd t ho sroup, ftry .uoh dom1aAtod by Morconthlw, ' 'cb wc.ye CNt. 

ot 41le.-.o.e. 

It wo.a not o.t oc.e ot theN ••·~· tb&t the ld.ec. ot the tl:l.r R.eJ'u&oc JOro.rd. ;.tCI 

Gd.ft.IIOo4, o.ooorcliac t o RorMrt t:·• Ga.1ton, etn.ior .&alia-tent Seorotuy or t he tr«o.:ru.ry, ..,.• " 

C \l.p
oD WhOIII. uoroenti'lclu loc.no heo.rlly tor publio rglo.tlons. But it N ;ht woll hQ.vo been, 

Al::l4 it wc.e tbia w1111.ri.&Du• to l.hten t o hh \&Ddor lin.Gc tlv.t r e aultod. i n h.ia bdnc 

cpproc.ohtct 'by o. croup ot 7(IWl& trco.ti.LI'y Dopo.rt.-.nt c.J.d.u, ~ wtloD were r.c.ndolpb 

rcwl., then &cnercl oonl\ll, c.ccl Jot.l !'• Fchlt, a. apcolc.l esdett.llt i n ohAr&.:. of tho 

tor~lgn ~. oontro). 

!ho-y Jaxrw, too, thr.t »=r&•nt~. lon or c. d.ht-1npiaho4 Jeviah. lc:s:tyc.r c.Dd 

pbilulthl'op.ht, • ho mcd.e " tortuao l n 8Z'omt reel e~W, ha.a bed a vell-ci.;"''l.loJi<ld 

•tooio.l oonaci onoe• alnoe bh teEnl when hla dealr(! to lapra.4; tooinl oo:'lditiOI'II drew 

h1a to worlc c.t the &~nry Stroot Sottlo~:~ent i n N~• York. ~tor, whon tw h.e.d tor~o.kon 

r•Al o t tc.te o::d b".nlc1r;.& tor tcrl:li.c& i n uptto.t. i'"" Yoi-k., he o.D4 h11 )'0\&:.6 vi.tc, Jllnor 

h t.D.D.,. 4 nl-.oc ot the LehiNla, t\l.rnlabor1 gc.at FhhtUl ?ownahip with l t .co t'i.rat olin1o, 

orp.dsed. c. czrr.U mcbll.G Ubrc.ry, end ~...no. cruac.din& t c.rc .... ,c.&i~· 

Appo.lled by tbe terror in EUrope, br~t into fooue tor tboa through. their 

d.tc.lli&• With retu&e•• her• whoae 1\mde the)' ooctrollod ., tb.l Treo..W'y I)Lpt..rlncot c.14el 

broo.obod to i.ll)rl)cntbAu the 1doc. or Y• f • o.otioa to 1-C.TO tbo Jew• t'roo thl rc.u d .. cr(.'ed 

by tho Na.da. !hoy telkod. tr.et end often - o.M t~old Morr;enthnu tho bill or &ood•· Ho 

cq•K to tc.lk to tho Proa14an,.. 

tho !lootonlta: Ul4 the Hor1octh:.ua hc.n l:lecn trlenda tor CICl'' t ht.n t tdrty 

)'Ot'.f'a. In 1912 whon Rooaonlt wna c. Uq:: 1ork st.c.to S\lnc.tor, t.torucntht.u , S!" •• whOm 

Wlleac. lAter np~intod u. S • ~aa.c.d.or to TUrkey, wt •.• ohtlrQQ.t. of t M tinU~Co oom.· 

aittoo ot tho Deaoo.rc;tlo lfc:tlcccl Cotmittcc . It wee c:t:l)c.::.ocreitic betAq~t6.ra i n 

~t'te.A, thr.n1 tbclt tho t':Jo DOL -.t, t.nd• thty bcp to a~e C. t,;ood ckt.l O! OM OD-

e Other C. t~t yor.rl lcter ·.-boD both WOr O COU:'ltry aqu.irU in Duchon OOUn~. J.}l durinc 

ROO.aTeltto ae riout Ulneu the Uoro#tnthc.ul f.'ore c.ro~. Ttwn., in 1928, Nor&Cinth4u. 

partioipc.ted 1::. .-u~:r:lol OCJ:1F.ip tourc., ~ went to J.lbcc.y Yitb JlOOac.nlt, fi.u t 

t o be-c:.d. hia J.OriculturcU ad'Tioory COMJ.~...cc, which drc.twd tc.ro--rcllot JW:Caw'(jl• c.n4 

l c.t er to act ca c onwnetioo o~otJ.GDC~r . .Ho follcrored Rooaonlt to !Tt.th.lr--t.ton in 

l eN c.e ot-c.irman or the Podorc.l tar• tsoard. He quickly conaollcl(lted "11 &ovorr.I!'Ctnt 

tva ~ a&a.oita 1~0 tbe FCZa crc.dit Jt,d.aa1r.1•t.rc.tior., •hlob soon wac l<n41DI 

111111CCA to tc.rrar, . 

Be boot..me Rooaevolt•t Soort to.ry or the Tr CICI\.I.T)' in J~r.ry, 1934, •o;hon 

ltor&tcry Woodin rui.ped btoo.uoe ot 111- hec:.lth jutt thl'ce JJIOI"lttu ctt.r iio!'t.octht.u 

ha4 been c.ppoi.c.-tld ti"M.cr-eeont4ry ot U. TrCC.IW'Y• Bi-• r olc.t:l.oc...G !.lit:, bi.a bou hc.n~ 

oonun.ct to be 1.nt 1u:t.E: , doapitc tht •aoct.el• or ro...-._uty• by whioh he o~o:-.tu 

Wltb tbl flhite JlOUIO• Both tc.aillo t Yiait one er.othor c.n4 tfiC.Q J:~Crry tot;cthe.r. 

e JUt ~ Morpa:t hco&a. ooc.Tir.ood hll old r·ncn4 11 10Mth1fl& t.hc.t ht hr.• r;.ot 

rent.lO!!• BUt 011 Juwcry, U , 1""• tho fr• •td.ent I S:t 1.1p 'b)t Bxeo\ltiT• ord~r C. WQ.I" 

nt.t\.lcto Boo.rd oonahtl~ ot the Soo"tr.ry ot Stc."::, t b& s ... orctc.ry of tho Tr' .:.owoy a.Di 

Regraded Unclassified



• tbe •••rotary or wu. to,....,. .troa \M lll.t.1t .. ~ .. ,..uw. ot te. ,.. •• , r .S.Z.O..ltita or SWope. Bl a ve. ... taft.~ •1' wu W&ellt ta.t Mt:l• be tltJi»D n ... to torootcll tbo pl.., ot tllo lc.ou too --.too o11 _... ~· """ _,. ,.._ IIS.nor1t1oa 1n Suropo.• 

Appo1nto4 c.oucc o•auUn cUJo .. - ""'' - of till ,_ ,.._..,. Do~ o.14ea. Job::a ·.1. :teblA• vU. IIOI'I&a:thl\.v p-...nted lec.,o or AMtMo rra. bb rop.lalo ...... tbo !;JIB ott1 oo .,.. Nt up I.e tbo t r • " <Nr7 Do~ 'bo&U4~ - - -h ot ltoo peraOZI.OOl a.Dd ,,m.,_at tra. tl!At Dl~nt. 

Whether or c ot Wor'onthcLv. dlrtotly d.iotc.tea tbe ~ pol1oy 1a a. ~ queatlon, but tho a.orctcry 1o lr4pt toll¥ l nt...- or -t 1o &""'' oo At _., - · Ther< 1o little 40111>1: thAt he of the three J1oo.r4 -·• plup, .._kl, ftpto t or till liRB• When t he J'rce14tct'• pol107 oa t.d.:.,.ro.tiOD t.o the 'Oc1W ltc.toa opper.n4 a. Uttle hc.~y,. Morp;l)tbt.JI c.ad. l'chlt wero " 'n oro .. U,c tba etroet trc. tbo 1'reu111'7 Dlpa.rtDcnt to tbt o14c e:ntrtr.oe ot the ~h1tt Bouaa. ltxt pn•• OCJDtorenoe, thl pru S.dontt . pol1oy on 1.-it;rc:.t101l to tbo united ate~. tot o.ppav.4 A cood d..ol le .. hAa,-, c..."1.d i n tM not too diata.nt fluturo M N'lllOW:lOtd tht e.tc.bUa~t ot ICW"t Clbt.Grio At on •c•r~tr.oy r el'u.{,oe ahelter.• Oae tbouao.nd r•~•• wre to be Gdalttod. to U. lhlltc4 l t<.tco u " tolll:!.cj; pcdut bofwc the r .. t ot tho _ld, for tbo DB bo4 bHA a~Nly t.cnpc;rccl b7 =~ our oou.ntl'ytt t dluret tolw'own ill tta tcoe. 

l'll"'n it oppo..,Od thAt I OMthi.Dg mi&h~ bo 4oco for tho I!IUiporlDD J,.o thr""'b /.,d=drnl North.)" a otter to tho Jnternc.t10U41 Ro4 Croll to r t lauo tbol• 'tdth cutteu»o ri:ac-.11 t o Jt.,l u tine c.n4 claewhc:r o . t ,bo: Brithb pr"''ri.dod bott.l.coeokl. Mor&e.ntblw,. oa o. tOW" ot \te.r tbot.~.t.or• to inYoat.i&eoto ourror.o7 -"era., b1e4 biaHlt to U. top .a 1A D>;;l<.n<l c.nd. ~ turlcqo lJ> abort order 0 tho IJDlt.od 8totlo DD4 OI"'Ot. l!rito.I.:A 1-e stt.to~nt ~cptl.n& Eorltu''• ott er . ti:U"OJ"t\IDc.tel)'• ••• 4oportc:Ucma woro n..-4 o..rte r C1 thc.b-up in t ho RUn;c:.riM oo.lduot ,. c.n4 t o 1\11 ottort• oppenr to hon boon ot 11 ttlo ,,..,.,U.l . 

)l:: t .. "Vh:Ue,. the prop-eu ot t b.c wu u IUZope bt.a N ee tolrta.c, ~ or tbl wa.r Rcl\&toc "oc.rd' • pt'Obl-. J!nFloyeco oro opt1a1<t:l.c>ll.T pooi.JI& bota t hot t.hoy '111U bo ou~ ot jobe ":11th1n t . tc:w oonthl, tor t he tr.ll ot bitlDl" • o.n• t1n11 Cor tho Wa.r lttu­gGo toc.rd • 

.jut it l ooka 'ft..r y :JUOb r..a thOI.I.G,h lior .. ntbc:Lu I:IC-7 l'tmiD 1n wa..abi.Dr;tcm' tor t.llOt~r t'ur ~"C:'l'o. ;,r.yrte:y. t he ocld1 t.ro with b1D. 

' \ 

• 
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( <UmJ1 !0 WlKAft, 1~, JOR liAR JIIQIC VAll uruGD JOAP 

ms xs vn :tDID3 c.&BU •o. ao. 

11115 ...... 
••• .a. 3, 1944 

ltl .. Cbaw\c:q (tor tiM Sec'7) .lbrabauon, .A.c:lcer-, C.lul, ~h. Jrh._, 
Bod.e1, l.ener, lloumon, JloCol'llark, JUee 

naw ll/1/44 
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•• 5 I )• 1944 

lDp.a. ...... ),... 

'lt. r.u.,.., t.r ..._ 1a 01 20. 

--·,..-~ •'-tal ...._,,.., 1n ·-­
pcao s• ~,.... •• 81J) fll Slfl o II 19. Pl- 8IM.M ---

- , • tw u. S.'7) " 0 ._ ''1:3 CW.. DNG-. 
Dew-. M t Cast- • til9 ' •u• Mab, •· ;c *• PeiA!. ~ - ~ 
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I 2 J. ~ 

,,.,. 

ftl t-"<• •• ..w-. fill OJ'IIitr lO ._ biJa ..-.1 .... ,.. •• sH. 

QIIDrl .,.. ,.... • ... J Ii' D &1 18 Ia I "" "' • ::c 9la c 11 ..... ,.., ... e ,._ u. 1n1• ~....aTe 
A Ia D '0 1J1 IIIJ1'• ta. .... , ,...&u Uli 11M .... fill J.OIIO Pai1J11 • ...u.ft.IIU W' 111 I a • 11111 M _ _.. • 
._ ..... Ullli ... ~--- ..... "" '-"'lia UIIi .......... ,_,., 
~ a 1w1 p', • a a 1&1 Uli lid ot u. WD Ia al?dr'• till Ill I U '\ ~. Wo •a 1 u.& ,_ 9W.I.(r A 1o 
I Q "l tll&lllfJCl•ll ' 1la Sld.'l'd Ed Jail '1m I'OOIIlftd ia 
1 1 , 1 •• '• Uli ~- s. • a 1 11 1cw ut a 1, ._. n st 22• 5 ... ,., ...... _.... .. rt1•flll a: 
.., • Sa ' s'*'" ,. •• diu l : ••.., _.. ·tt "a 
I J 'Itlldfl' 8& tJtla \1M ~ J I ¢P.UttioJ for -t& 12

81 
,._I I~• 

'II rM• til 7 2• Ac J Uli ~ OW'\U1M&e W 2 0 _.. 
..ullaD'saJ1aU..areiaJIHrid•fllJ :rrt.o. uWJD 

aJ ' J1 I fill Uli I rp ... biJa _,.led to Drill II M1 
..,..., 

3 111.&1l u. N'r1• • 1 ut'nl 

4111D n- o 'IF ...,._ lsi 11M .... II _, 1t, P!: 
..,. au -.. • 41 ' ...._ •"•"' ••·•·-• Uli -"II 'oM' o ,._I a. to.._.. ilt1a ' 'Oll--.a clallr· '" .., ....... , rt..S. _.... ""- .... 2 Oll1l 
~- .... 41 W M 2 U 0 till ' 5 1U Jl'ljl' II fill U1J 
.... , ..... heJ 3 ... .,, ··- ..,.,.. 

n- ... 2 .. Ddt.Uil 12 1Uoe ......... ,._ ..... 
W. 5 II,.. to I I IT - fill U1J 1-. Ill D 2 I :01 II t 'N ... owafl 'a Cll9li 111t01Sa a:a1 UlllW ..... 
111.&1lM " 1 '!f Utit III$'- .. •" .• to .. ia M' 0-fill ... 'ct1M or ..... M till ... fill d'! fill WJr -E- ::: ftlo •a= , 18 1:0 2 1 to .,.... • aa ,, 1a USC I ol.&ll H•1 J'J lfw 'I mi ... M1 ,., J I "ftde!O 
ia Uli 1 3 1 fill I II 11. SJ ) 1:: $ 1 101M fill Uti 1 w'1 " I '=' 3 o Sa 1ll.&ll • •a a:s1 a "• M1 1a JO o 1 :s1 te 'Me.:::- O!'t IOlt~t;rQ;- zc::-.::..: to .... Jl 4 4 0 .. ... ... 

- m .. , ... "= • .,, :·:-;!':::-~.::::-:~:u~':&-t!llliiiiiiL.=l.·~· Db' ...... 7 'a:O • a 1 I b. 3 7 i1lt ::-:7. fU-. t %t • It • ltb 
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1\ 1a .. rtlJ bal*l u.a ll'lt.s.ab llll'm'!U.. 1d.ll ~ .... 
.S.wd'M 1D u 1• "n' u-. 8llll 1llJl Ub .S.el' •• ·~ to ..a. 
pndN• ~ -".,_.tuN of U. ~-......,...,..tor 
P•l z¢'"• 

n..e .triM ~ aad BMJ"'l ot lllri\illll .-Uoa. 

.. ,,.,,m 
U/2/44 

STE'l'!liiUS 
( AC'flm) 

(QtJI) 

Sl 
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PI.J,U'I 4elinr the followi~ Mea-ce to Arthur Ore ... lei«h tr• 
.Toaepll Schwana ef the .... ricd Jewteh Jotat Dtatrl'buUoa Ce.UU•I 

(II>U !OQR OO!ODa 29 ~ lWII IS IIIIIUL O.t.ntm JACO.ISO. ~ JACOJS. PI.USI IUD IICESSJ.af COIUiltC'li O• fOUil DD ORED .t.TOID OOMPLlCA!IOJiS KID. BOD D 11 JIW,'CJ DJIOU!'I 8WIHJI!UID 

· rr. , I 

U '!D IloUS !0 no dillS i'DJWO:d SOOOJS! !OC MID linin' WJOil! MD! Ml 'lltiiJ OOll PJ.II 8 A.llllltDS 19 :atm Ia DU!WI, 0 JUTJ lOW JIIIJCB JIUSOIIJIJL 'III:IU ~ WILL D ABU J.SIIS! lOti tJftU. loDDl!IOirAL .AICIBICJ.W PJI8011DL .t.TiolLioliLJ. PJ.IIS 07J'IC:& U CJUaG• lOW IWIIICII UJIDR J'DICII II.UIOIWo .AIID ~ JVWlmY UriCD1I ADIU tiiJIIII 880Jlft.Y, IWlllf BBLJI WO! .t.TiolLioBLI J.IID 1'B1JII lAlt JUICB OOTJIUICIIft lUI UI'!'JUCDD DDt !0 lOti lo'ID MI. JOR I OtiR UJOIIW'IOlf PJJ.IS!ID Clftll'IC.ADa .Aim!CUUD JOR ItALY !O!AL 900 ro:a Dl'f 81& II)JI'JU .AIID JK>! 900 lllii!IILI WHICH B'DKI[I !OtiR 111PD88IO., tliCJIOD 

11116 •••• 
........ ,. 8, 1944 

lliu Ohaaaoe, (ter the seo•,l lollrebeeaea, Aolte~. Cella, Doleh, lrl~. Be4.el, Luur, ....... , IIGOe..--k, ruu 

~ 11/1/44 
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c.t.at.l ~ JOlldl, Ll SIOI, JIOM V.&ll DFI»D JO.AilD, 

1'1• .. • 4el1nr t~ tollov1JO« Meeac• to !l,b•"t PilJ•l tna 

.r ... pb lchwar\1 ot t~ "-•r1cu Jevi•b Jo1•t Didr1buUn 0.-.iUMI 

QJX)ft AU11Ua llUI!IJ.Yt(ll g)JCI All\'1 SIS D lUll .ABUJOliD 
MILI!.&IlT t!TX•Pt!fCII JOP PWI1 ...,. IULT TU tonclll, UPiiOf 
UE tOO JlllULT Ll~ :.JIOOD LOGOI AID IJ' US1II1 W ~ 
Tft mPAPDD PJ.JWm J.S Bill AII.Al'f XT .Al!lm'.a.L, Wrpla 

'1!113 II 11&1. UJCOD JO.AIJ) LlSIOI CABU 10, 1U. 

111115 •••• 
leY.ab•r 3, 1944 

111 .. Ch.uc•7 ( t or tb• S.c'7) Allr.uaen, .lock•~. O.u, ».hh, h1.-.,. 
lleU1 , L. .. •r, lla..a.a, llcC•..-k, 711• I 
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Usba 

Dated Jrcllo--- '· 1964 

31$2, 'lblrd, 6 p.a. 

rat IMYI'ft J11a1 PILNL t11C lll 1118 245. 

fllrt.bw our 106 n-ldp SUJ!AftDI OU'l'1ecl 

•PJII"OIIdMteq ;rn H\qlu-U1111 1nollldt.ac 24 ~ 

212 I n'•M allll 60 C 2 "'rwk'·zw. a.o.p blld S 

ah'
1 'wW_.MJ9 _ _. uk '""tor~ 

• I -
• 

1
~ ~ 

-· j 
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RB-211 
Dl.str1.butiCll'l of true 
readi.ng onlf br special 
arrange,.,ent. (SECRET if) 

Secretary of State, 

lfashingtcn. 

3640, 1/on mber J, 9 • · " · 

Kadrid 

Dated llowll!ber J, 1944 

Rec •d 6:)0 p . m. 4th 

Departaent will see !'rem fifY despatch )169 

october 2 that ~"l' on i ts own initiativs 

suggested to Spanish OOYernment on September 25 

desirabilitr of lattera endeavoring to arrange 

for temporary ent ry int o ~lt~erland of 155 

Sophardic Jews menti oned in Department's 2904 

october 28. Foreign Office official states 

that 1.nstructiom~ 1.n pursuance of &ltbass:r•s 

suggestion have already been sent to Berl1.n 

and arc be:l.ng sent also to Span1 sh Minister 

1.n Bern. 

Regraded Unclassified
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CABlE TO IIIIII.ST'ER JOiiii..Oli, STOCKHOUI, FOR OWH, PlQI WArt IUJII.IGEh BO.oJil) 

llet'erenca your 4432, October Jl and te:nainology •uoaaaimila ted 

persons in concentration camps." The Geneva Convention on Prisoners or 

trar bas, by agreements between certain powers, been "pplled to civ111an 

natioll8.la deta.ined by the eneJIIY and who are said to be thereby assilallated 

to the statue ot' prisoners or war thereb,y obtaining the same rights and 

privileges ee military prisoner s of war . Such civilians so b,el.d in 

specisl civilian internment camps aro reported through Intercross to 

countries ot their nationality and are accorded rights and privileges 

described in the convention such as despatch end receipt of maU, receipt 

ot food parcels and clothing end visite by Intercross delegatee. Persona 

detained by one."')" govermnents in concentration camps such as Belsenbergen, 

Weatarbruclc and Kralcow are not covered b,y these agreements and therot'ore 

are COIIE!!Only ret'erred to as •uoassimilated persona. • It is to this 

catesory or deta.ined parsons that the Board' a parcel program, 9J ton 

program from Sweden and similar undertakings are directed in keeping with 

Serle-Foot agreement authorising programs of this nature . 

Please convey Board's appreciation to Whisler t or his work in 

restoring ow· parcels for forwarding. 

THIS IS 1IRB STOCKHOI.IJ CABlE NO . 2JJ. 

U1lS a,m, 
Nonaber J , 1944 

Regraded Unclassified
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,.,. , '' r~ "'•• aaca•• 
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CABLE TO IUHISll:.h I1AllluSON, BW, FOR MCCI.U.LAHD, Fl\O:l loAR RI:.FUGJ:l, BOARD. 

Please aeliver the following ~seabe to Mrs. Regink Kaegi , ~1 

llibricbat.reeae, Zuricn, from 1o ranlc itiniOQon o.nci Snell& St.runsleir of t.ne 

Int.ernat.ion&i neecuo ana Relief Comait.t.ee: 

t<UOT~:. llu ,.J:.PLY l htJ;i rJ..!I£ W.HY 11UAS STOP ..SS,:.I-TL,J.. 111.. 
!lEAh .hlihl YoU OM !dl.J:. SUCINWT UN OOIIPuSIT~OII AliD LOCATJ.VN 
F'IU.NCI! OO!.UAll"l'U..:, STOP HINDI> FOR F'IWICI> WST NOW BK 1'RANSI.UTTED 
DI!ILO'fLY b'TOP NEED IAI.\lliDIATl:.LY IW4E AND ADDRI:.SS OF r1<KNCH 
CITIZEN ID:.MBJ:.lt OF COr.&ilTTU. STOP klCEIVED UCWJ:.NT l(EJJ()J\T 
YVUJ< AC'UVI'l' !..S DAT.t.D lAAI£11 ..Uo!i bl:.P'H.IWE!i IIUST ¥AKJ:. CLU!l ALJ.. 
ro:..o:, t.~:. ... ww • .~ ... <liD;.! llATIOIIAL "AR FUND co:.-rRIDtl'l'Ul TO 'l~G.~ 
!IY THI. l'ut-LIC hl•D 'OWll. til<lO.I l.bDJ:.W.TlOSS STOP OUlt 1'01\l' lOll 
liJ..U.I.u!hul:.D fOr .l'hOu:U.OC,-TIC r'OLI•IC:...l. l.JJIOI\ Al:D ll11l:.I.I.!.CTUAL 
r.!.!tJV.U.:, 1 ... l.._CLIVL tiu PhJ.v .... a. 1 u .. c.:, S'fOP OGLIA'rx C.JI UPLJ.I!l 
hll.J..Y :.TOP u;:,.t.IITLJ. ""' ,J:.c:.uV' .. .:UN. Fi.U.,IJE:ll' C..&l..l.S UNI,.UO:.J:. 

THlb lS 1/kb Bw.t< C..&W. tiU . 260. 

2 :15 p .... 
tloveaber J , 1944 

RDrury llf'>/ 4J. 
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101 sua•'-'7 ot --.., ~ 

A"83Ra 

We ve iato...S tiT S.S.•• m t • dated October 31 t.IIM -----' 

coat.&lMd in Depe"nnt'• a.taL• ot Oetobv 6, •· 3415 (1111) 1911-

\11 snUt.ed t., :.iee IA,Juion1 Slldepelrt to ~ Foreip otn• • 

October as. toa .... retert'lld to '11//f cabl• ot October 12, llo. 67'9). • 

failure ot initial zeuqe to reach a.~ (which MC ... itated 1 5 'U. 

t.ion ree•nt]Jr) caused tho tartlY clellvny of QOtificat.ion1 aooordiJic '­

U. Swi ... 

IIAQ I B()I 

u 4>44 

- c=--.,., (for t.bil S.:'7) Abl7) te, A Jk IMI!ftf AksiJl, ~ 

"'""' 81 ~~ fri ....... 0.M .. JDMl• 1 
I I er, llafta, lla; ;, 
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.Aeertou Lep\loa, len 

~ of State, Wao~hbctoo 

ma 
gap• 

ICoClall•d oeod.l tbol foUovbc for Willi, 

!he followillc 1e f~• Rtec:ner for 1Cubov1 hlti ud OoUaaa of 

World Jewioh Coecr•••· 

•• are ooatld.IIIUallT a4rtoo4 'b7 Carl llurckbu4t ( toll.Wlac 

our ropM\o4 tderoo .. toue v1th I CRO oooeerv.lac haD411~ ot Jewieb c!.eportMo u 

oirtl tat•~• 'dlld.lr \ora8 ot 'l'oqo project eod Oen ... a Con.,.ntl on), \hat lOBO 

d1no\o4 u official DOh on Oo\o'bor 2 t o Oer..o llt.Dioti'T ot J'oro1p Ufalre 

ultinc \hat all forotporo held in Oer.JIT and Ooraao.-occvp1o4 aroao (u tae\ , 

4M1pah4 aoo 0 tobuhb&lltU1nc" ot foreign c1tlunoh1p and 4oprlnd ot troodoa 

ot aonaont) , 'be cinn 14.111tloal caarantHo to tbooe prortdod liT !o~ proJon 

M4 o.a- 0ouftlltlon. !hi• 4oolpat1on ~to• to all torolp Jwe held or 

doported 111 Oor..DT or Oo-oooup1o4 torrUorl .. , ao well ao all poUUoal 

prloonoro aa4 torolp worttoro, aooorl\lnc to lluroldlar4t, !'he Uftor ot \bot 

Wo OOIIDOOtlOD baYO bon forwar4o4 to T01lo 

IUUISO• 
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... , 
tau wlqna ~ • 
~ltd- ...... 
I tu.t,M \e...,_ 
e\Mr \Au a Qnw \ 
•• • .. • (liUiftJCID) 

Sear e\&r,r ot Stete, 

.... 111D,w.. 

)l, .. -.ubor ) , 4 P••• 

., .. -
Da\ecl ... ) Il' ) , lgj,4 

IIH'• 6aSO ~.a. 

Oeeeoe~u ... prewauaa • t •i 11at. a lu.iat. at.aw 
1e ,.~Une wer• boiU 1a 0...-. )' .. wriq U. 2?tb 
-s.wraaq at Bal.twr •Mlar aUeo aa fer•~ 1e • 
)01 Oo\eber 26. T~ •er a, bol.,...er, ••rT erierl,J Ullll 
U. O.....r.aot , apparaotl,J fearlD& Ullit cl- at.r•U­
alpt cat. aut. at bulcl n od be 11 ... t ar pallt.lcal ~·· 
ci U wet. parait a~ partieD at tb. Git¥ te be cl.H .. 
•• •r1&1Dall.J plADJ:M. 

Tlla CI.._Aatnot.ara war e .. stl,J oeepaaed at atudeate 
• act were adcl:reu• 'IIJ t.be l'riae M1e1tt.er. Oaa ~ 
a! abaut 100 Ileal• at.wl•t• aarohM te ~ J.epU• 
'but .. u•ed na ell~ ' ' an. Tbalr repr .. nt.atJ.na IIIMI 
U.ae at the ua1Yera1'r a1.u•oat.a oeU M •• .. , bolwner, 
\e preteat ap ioet t.ba atc.t-ta at Per1QIIIl pall1.1cana 
adftoa1.U.g a Jeehla n awea.UII. ~ ~ttaoa npn••'-
la& \boo a n e c1.a1.1ft .rpai ... ta .... r aW.•u at tlla 
uerlca11 Ua1n!'lliv a\ leirlat -u..- 1e 11r 1.el acru 
... )0 ud &Dat.b«r aaMOJ..a\1• at J.a·d'•& 4lepaat1ea ... 
J-alla1.e a1• cane~ &M loft ae\ea at prewt. A 
... ,»~•<rr at uacr .. at preuat "" alae neal"" 
rr- '111.1'1 ... a...clau ... 

DIU• eu.aatl,J clef..,.,., tM1r- &M a;nae1ac 
ehaa h'a rt u \a. atUW. ~ PaJ.a•U.. ~ 
Preail'm' a.......ut, DetNiir &M aU.ra tM Y1alta<ra 
1.ee1t pa1Aa w •liFO .. u.u ....uau.. ..- trt ntv .. 
a\llerelae tar tba llai\alll 8\atea • 

.. -
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DIYISIO. OF COIIaiJI[CA'l'lOIIS .um R!l)'l!U)S 

Regraded Unclassified



• 

0 

0 

• 

SEQR&T COPY IIO• _ _.:::L-- 177 

OPTl!L l<o. 35? 

Intormation received up to 10 A.~. 3rd November 1944. 

l, l!lV.Y. 

Al:pb.1bioua QperatioDS. caeualtlea in landiDg crart during 
oper~tlona 3lat/lat nine sun :C lilld eight d&:~.>&ed. 

Home '1/atera. ln/2nd. L'l'D'a torpedoed.!' ~.1.000 ton cargo ab.1p 
and d&lliQ8ad eacorting vesaela orr ROOK ~Y ~~; alao engaged 
mineawoepera ott IJUUI~~. 

Znd, Two orR . ~. ~nitor'a resumed bo~bar~nt gun positions 
on •·lill.cH.c..<lN bitting one battery repeatedly. Ott SCF.sLI)T t·oo mlne­
aweopera bit by heavy tire r~m anomy ohora batteries. German 
hoapitnl oerr1ar with armed creVt intercepted betwoan North and 
South BfNELAND. 

Southern France 

2. Y.ILIT.':.RY 

30th/Slot. A Prenoh Orulaer and Destroyer as 
well aa a u.s. Deetroyer bo~barded enemy position• 
end tl,T. 

lias tern Europe To 12 noon, 2nd. on :"7ALOI$ll!N ISUIIO progreaa 
ude tro:1 rn!ST'.C.....' .I!L.Li bri!lgehaad. U.K. Troops 

captured DO.~ and ~assed tbrouah ZOUTELAND. fierce tigbtins 
in P'LU>Rn'C \'bare U .:r. troops ·hold 110at ot to'.m -..1 til a till so"" 
reaiatanoe ln \:astern outsldrts. 

During night lat/ 2nd canadian troopa pushed bac~ tro~ br1dgehea6 
on teat or '1ALOE.o.Ral, but regained toochol4 on the Island arter lntenae 
fighting during 2nd. Canadian troops have oapturad IOIOCJa: and 
~S'!'C.U'il.LE, EnelliY strong point atUl holding out north ot CADZAMD. 
In South aubatsntial gains made in VOSGES roothilla . BACCARAT and 
several villages ocptwaed, 

~ In ORIN HILL3, British troopa have reached positions 7 milea 
NE and 4 miles S. ot l"'RT >illiTE. Advancing down KABAW 

Valley ou.r troops have captured several enemy poaitiona and now within 
10 milea IALEt!Yo. 

Northern Burae. Allies troops have captured IIAI•'UI, lS miles 
N. ot IND.itJ. 

3. AIR OPER..'l'I.>XS 

Weetern lrcnt lat/2nd. 1,191 tone dropped on OBIRBAUSEM and 
tl3 on IIERLIN. 2nd. lSl eaoorted Lancaster a 

(4 lliaaing) dropoad 940 tone on Ho:.IBERG Synthetic Jil Plant; bombing 
accurate, no ~lghtera encountered •. 1 , 1&8 u.s. Heavies (40 miaslng) 
escorted by 93' fighters (28 miseing) attacked eyntbetic oil plants, 
dropping 223 tone on STERX!lW!, 1223 tone la:RSEBURO (L!OII.I.) and 
360 tona OASTRO?BADXEL; alao 348 tone on railway viaduct BI!LEPELD. 
Reaulta BI!LZFELD tair to good, remainder unobaervod. Ebe=v opposition 
strong, 3/400 tightere. 

Bombers claim 36:35:27 and tigbtera 132:~:25 1n oaabat beaidea 
a:~ :on the ground. A n~ber ot our mioaing tightera believed landed 
on continent. 147 u.s. bombers ot A.E.r. drop>od 233 tone on tive 
railway bridgu 1n ":estern GERIIA!IY \11th sood results. 918 tightera 
o.nd t1e:hter bombers attacked strong pointe V/J.LC!iii.R!N ISL.'.ND, collllllllll­
ioatione in SOLLnND nnd fiESTERN GERMANY and ~rovidod coYer tor n&~al 
toroaa. 

2nd/3rd. Aircratt despatched: DUSlELDORl 991 (21 miaalng), 
ONJ.SBRUOB: 42 , Other masiona Stl • 

Waditerranaan l at. 237 ti&htera and ti&hter boabera attacked 
o.-.mlcationa ln PO Valley and YUOOSU.VU.. ?7 

loco:ootivea nnd lOS railway -na 4eatroTed or d._ad, 

UTl! NZWS. ~ bt/2nd. ,_, Britiah Dutroyer. operating Weat or 
PIJJ ISLhliD (lf.l, aRL.TIC) aank two en_,. 

Deatroyera. 4 tb.1rd enar Dutroyer later ancqed and believed alllllr:, 
Three ott1cara end tl8 ratlnga pr1aonera. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATC Nov • 4, 1944 

TDo )Has Ch&Wlcq 

""o"'' Ted R. Ouble 

Te ba..-e recebed al!'t'eral ••••gea on our telet:JPS regardia& 
the Secretary'• rlait to Chicago and he ulted tbat a caw be aent 
to hill. 

Upon hearing that tbe Secretary waa going to appear at the 
Ha..,- Show ea Saturdl\1 nigllt, we receind the following troa F. 11. 
Kni&ht, Chai.naan of the Ce1ok Count;r J'ar Finance c-itteea 

•BV!RYCitiE DILIOHl'ED mAT SI!CRITAIIY lla«<BH'l'HAU WILL BE WITH 
tiS S.t.T'tiiD.t.Y NICIIIT. '!HIS 4SSURBS 'lH! SI£CBSS OF 'lH! P.t.RTt 
AIID TIIB BllO.t.IC48T. • 

.t.nother aeaaace to the etfect that 1 

"'IR. WAL 'lER CIJOI.IN 00 WILL BE VERI HAPPY TO 114VE 'D:1E 
SI!CRE'l'J.RY AT AN INF<BI AL LUNCHEQI 1I'I 'lH Hill 4T '!HE B.ullC 
THAT SATUIUlAI 11'!111 A lll.u.t OUEST LIST TO INCLUDE HAP YOUNG, 
FBDBR.4L Rl!SBRVE BiJII(, SllllU!R, WAR FINANCE COOIIT1D FCR 
ILLINOIS AIID SEVERAL snmWAR UW1 C<Jilii'n'EB lmlBBRS. 
Y. II . KNIGHT.• 

In additiGD, we li&Ye a telet:JPS traa llr. ltlligbt, Chairllan of 
the Cook Coat:r C-'.ttee sqinga 

•48 LCIIQ AS Til! SI!X:RB1lRI IS GOING TO BE HIRE FCR '!JIB SHQI' 
liE 'M>ULD LI1B vmi KUCH TO 114VE RDI .t.PP!Wl Cli '!JIB 9 a4S AI 
Ba! HOPE BRO.UX:48 T. HIS APPEAlUHCK WOULD GIVE US T HE P!IOPI'll 
TIE-IN JPCR THE LAUNCHING OF THE snm WAR LOAN AND WOUIJl 
HP!LP US IIATERIALLY LOOALLY 48 WE WILL HAVE lSOO ILLDIIliS 
LIWlDIO IHDUS'IRI.U.nns .t.ND DI WAR BalD 1I'CilDBS 48 .fJI 
.t.tlDIBNCE, PLBASB 'IRI ro GET Hill TO ACCEPT THIS INVIDTION. 
Slll!IIER, INI<JIT 4ND CQ!III'n'EB.• 

'le han bad two phCI'Ie calla trca Chicago relatiYe to the 
Secretary appearing on the Bob Hope progr811 which 1a bein& produced 
by llr. Charles Luclau.n, Preaidant of the Pe~odent C~. 
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THE SECR£TARY 01' THE T REASURY 

WA S M I N OTON 

TO HEADS OP' BIJRF.AUS AJID OPFICES, 

TRUSURT DEPARTtmiY. 

NOV. 4. 1944 

The Sixth lllr Loan will open on Jlo~r 20, 1944, 
and will continue through Dec-.r l t>, 

Quotee tor tile varioua departMnte and agenciee ot 
the Federal OovernMnt have been established at 35 per 
cant ot tile groea ~ roll (1nclucl1ng O'fertiM) tor 
September. Credit against quotae will be gi'NII tor all 
pay-roll deductions and axtra caeb purebaoae ot bonde 
trca Nov•ber 1 to Deceabar )1, 

Attached ie a etat..Mnt eetting tortb the q'IIOt&a tor 
the various bureaus and otticee ot the Treasu:y Dep&rt­
IMIDt. It 111 rq earnest hopa tbat each bureau and ottice 
will -t or excoad tile quota which bas been establUbed 
tor it, 

Tile eucceee ot the Trea8UJ')' Departllellt in ••tine 
ite quota• 1n previous war Loan Drive• 111 due 1n ler&• 
-aura to the pareon&l 1ntereet and eupport ot the IlNde 
ot the varioue bureaue and ott1cee, u wall u eection 
be&de, eupervieore, and otbere 1n lc87 poeitione, 

I aa oontident tbat, u 1n the paet, 7our whole­
hearted cooperation &1111 eupport will •a the Sixth 1111' 
Loan an outetaDclins eucceee , 
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l at. PIQ'-ro11 
Oroaa .U1o-..h .. , 

B!!r'e&u or Otfiot Slae!! (loy. t Deo.) .9IR!t. 

Of f ice ot the Secretar.r $2~.1100 tl6,015 $8,)15 
Dirta1on ot a .... roll aD4 

lta\1et1ca •• • • • • • • • • ••• • •• 11,1100 7.1125 3.975 
Ottlce ot a.nereJ. Co\llue1 ••• 13,800 10,)00 3.500 
Dirta1on ot Perao1111e1 • ••••• • 6,150 ~.115 1,~75 
Ottioe ot the Chlet Clerk •• • 10,112o 6,750 3. 70 
Ottice ot SuperinteDdent 

12,6oo ot b-e&~UET llll1141.11ca .. . . . 9. 1100 2,*» 
lhareau of Acoolllli:e • • • .....•• 162,670 112,075 50.595 
Jlure111 ot Public Debt •• ••• • • ltlli,~ 3~.s~ 1~:l: lfreaar .. of t.M U. I. . , . . . .. 1112, n.too 
~·~of ea.~ • . . ... . . . . .. 117.895 IJ17,175 2!l>,13) 
Oo!lptroller ot the Our~ .. 94,)00 66,.0 21,010 
.~o~ar- ot Intimal an·- . . 3.563.090 2,~3.925 1,259,1~ 
~•.a of •arootioe •• • • • • • • • 29,1, 18, 255 10,1110 
:Bona. ot lllcr&rtlle -" 

( Pr1D\ 1QC •••• •••••• •• • • •••• IIS5,1110 ~1.3~ i,J4,55() 

~aret lerwice • • • • ••••••••• • 70.)00 llo,1 ~.1, 
Bare~ of~ Mtat •••••••• •• 117, 200 119 ,~ 57.770 
Pro~\ ])1T1e1on ••••••• • )98,~ 2)2, 7 1~.590 
Dirtaion ot Mou'-7 ae .. III'Oil 7. 11,700 2.7~ 
DiT1eio11 ot 'fat a .. earob .... 5.~ 3.070 1 , 955 
War Jl'ln•oe Dlrtaioa . ... .... 162,900 96.790 66,110 
WoreSp ha4a Coatrol. ... . . . . ~.11)0 u.:im ~l.l~ 

lo\al • • • . •• . . .•••• . •••.. t6,622,U D t4. 216,!160 tz.llo6,]f0 

• l:dra 0&8ll -.lea (or a441tioul. e.llo'-te) 
onr at MoYe u1at1.11c P"IJ-roll aUo-..h. 

~ro 

..... 
of 

7 lgrtt• 

256 

l2.J 
127 
S2 

169 

2.f~ 
s.5tt 2,71 
s.~ ., 

116,105 
295 

6,435 
892 

2, 77S 
5.5~ 

51 
1,122 
~~ 

... 162 
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I . StMWII 

1. 'l'o date, itellls valued at 21 billion dollaro and involving 

}7 1 000 pr:lme contracta have been canceled by tho 'liar and Navy Departmonta 

and tho Mari time Coumieeion. Those cancellations have .occurred vhilo pro-

duction Vl!ls heine broueJlt to a poa.k and maintained. Therefore, tho;y repro­

sent a transfer of manpower and t~cili ties tr.om one · typo ot var production 

to another. Tho value of torminatione tor all agencies is ~ 7'1- ot tho 

overall var program cOCIIIlitmonta of }25 billion dollars, 240 billion dollare 

ot vhich have already boon produced. 

2. v -E Do;y vill bring term1natione oxceodine 20 billion dollars, 

moat ot vhich vill come vi thin three IDOlltha 1 according to the best avaU­

able eetimatoe. This repreeenta at least one third of the outstanding var 

production program and oquels approxilllately all terminations to date. V -E 

Do;y cutbacks vill reloas.e manpower and productive facilities trom var pro-

duction tor other ueee. Prompt settlement of terminated contracts vill 

speed the shift to civilian production. 

} • Experience vi th contract settlement shove that the challenee 

ot 11111ss terminations can be met. Tho 'liar and Navy Departments and the 

Marit:lme COCIIIlission have already settled 28,000 terminations; these in-
. , 

volved i toms valued at 9 billion dollars and vero settled b;y payment ot 

}40 lllillion dollars. Recently 1 the average timo required tor settlement 

has been reduced considerably and some operating unite are nov able to 

settle all but a tov large claims veil vi thin six IIIOilths attar termination. 

It is clear, thorotoro, that conversion from var to peacetime production 

need not be delayed by contract settlement, particularly vhon adoquete 

(_) finanCing and prompt plant clearance is provided pending settlements of 

claillls . 
- 1 -
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~. l·:&tl)' a tepa to meet the need f or speedy and fair settlement 

bove already been r.eken. Since terminotiono bosan, tbe contractill6 

esenciee have established end improved organif.atione, procedures end 

policies for carrying on their contract settlement activities. The Joint 

Contract Termination Board developed uniform termination articles end a 

60-day plant clearance policy. After months of deliberation and considera­

tion by Co118Teae, the Contract Settlement Act of 1944 ~as paesed, providins 

a comprehensive statutory basis for the oolution of contract settlement 

problems. '!be Office of Contract Settlement bee iaaued resulationa cover­

ins interim flnanclnS, pre-termination settlement asreemante, .removal of 

sover nment ~ned plant equipment, fair compenoation, delesation of au­

thority to contractors to settle certain smell net cleime, and uniform 

settlement proposal forme . The ~ork to date baa provided policies, pro­

cedures and operating organi~stions by vhich terminated ver contracts 

can be settled, but much still romaine to be done . 

5. The immediate tasks ahead are to expand and improve tba 

oporatinS unite end tc perfect preeent policies and procedures. Addi­

tional esency and contractor pereonnel IIIU8t be treined by the contract-

ins esanciee. Contractors, eapecial.l,y the larse prime contraotore, IIIU8t 

eeeume a larser ahara of the reaponaibili~ for settins the neceaaar,y 

information to their subcontractor a. Special problems such ae coet-plue­

a-fixed-foo contracts, compaey-vide oettlement, direct settlement, and 

speedier settlement of the cleime of subcontractors demand immediate atten­

tion. To meet the situation, cooperative efforts of the Office of Contract 

Settlement, the contractins asenciee and the contractcre vill be required. 

- 2 -
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I:. COin'i:ACT ::;EM'WiEN'IS TO DATE 

In the period Ju.4' 191!0 to date, thie countl-J entered upon e 

uar PT061"11111 which required the cocm .. anont of more than .325 billion dollare 

and resulted in the production of' vor goode and services totsl1na 2~0 

billion doll~rs. 

During this eame period the ''lor end Navy De-partments and the 

Maritime Commiaeion terminated ,7,000 contracts . The value of items cnn-

celB<l by these termil'.etions woe 21 billion dollars . Of the 37,000 contract 

termtnetio!lB, 28,000 have olroedy been settled covering 9 billion dollars 

of the 21 billion dollars canceled . The termioe tions settled req llired 

payments of ~0 million dollers . Currently, the tvo military services 

end tbe Maritime Com:u1esion have 9, 000 terminations pendinG settlement. 

The contract price of the i tems canceled in these pending cases totals 

( 12 billion dollars . 

) 

Information from other contracting agencies (Treasury Department 

end the Reconstruction Finance Corporation) shows a large number of termi-

nations but for relatively email a1210unts. These terminations eesregate 

eome 79, 000 end involve cenceleJ commitltente of 570 million dollars. Over 

98 percent of thelll in number, involving canceled cO!Cllitments of ~48 million 

d~llars, have already been settled by peyments totaling 1 million dollars . 

The terminations effected to date have been mode while war pro­

duction has been increasing or maintained et its max1mum level. These 

terminations adjusted the war production program to chengina naede but did 

not decreaee i t. \"bile term1net1ons of all egoncioa totaling over 22 

billion dollers are largo in ebeolute amounts, tbey ropreeont an edjuet-

mont of only 7'f, 1n tbe total ver proerem. Furthermore, these cencolla-

t ione mede noesible tho placing of other orders for types of munitions 

- 3 -
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end equipment better euited to the military Job . To dete, these adjust ­

mente have involved payments of el18htly lese than ~~ of the contract 

price of the ite~ canceled. 

The eize of the terminetions end the progress made in settle­

ment Yery cc.r.:.iderably ea:ona the chree principel contrecting agencies 

War, Navy, and ~~ritime Comniseion . Tsrm1net1ons, ee a result of the 

progress of the ver, became e meJor problem for the War Department at an 

earlier date then for the Novy Department end the ~~ritime Coandeeion . 

Of the }7,000 terminations ~Y the three egeneiee, approximately }0,000 

ere War Department terminations. Similarly, of the 21 billion dollars 

canceled, 17 billion dollhrs are Wer Department cencelletione. Since the 

War Department's terminations came earlier, it bee bad longer experience 

in meeting the problema of settlement. Currently, the War Department bee 

settled 8(lf. of the total number of ita tertdnatione, the Navy Department 

~~. end the ~lerltime Co=1es1on 1~ . Tbe disparity in performance ie 

somevhat lees then these percentages indicate since the Navy Department 

end ~aritime C~ission have bed no volume of term1nBt1one until recently. 

But tbie in oo voy d&trects from the accomplishments of the War Department. 

One of the moat difficult problema in settlement arises from the 

structure of the contracting relet1oneh1p. In the veet majority of caeee, 

the contracting esencise settle only wi tb their prime contractors. These 

prime contractors in turn muet settle with those vith whom they have sub­

contracts and eo on down the line. To nch1evo speed end equity in the 

eettlement of eubcontrectore• claims ie e maJor teek of tbe Office of 

Contract Settlement ond tho contracting aseno1ee. There ere considerable 

difficulties in pee81ng policy end information dovn the contractual chain 

- ~ -
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and 1n eecur1ns the epeedJ' trane1111ee1on cd ellbcontractor.• claiM ae the:J 

IIOTe up the chdn to the c011trac t1DS aseDC)'. Tbe develop11811t of proper 

pol1c1eis an4 uthode to fac1l1 tate the uttlement cd eubcontractore • claiu 

1& 411'f1cult beceuae of the 1nterTen1bs contractual relat10ZIIIh1pe. 
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III. CONTRACT 8E'l'L1!MKiflB AHEAD 

ihe effect ot the termination and settlement problem ~on the 

tote1 8CODOIIIJ' in the 7ee.r 1911~ will be extr -l,r illpartent end will re-, . 
quire quick end eftect1Ye action. The preparation tar thie taelt IIUBt be 

Wldartaken on the baeie ot the bHt 11'1'111leb1e intorllllltion. 

Currentl,r, the War Proc!WDtion Board Htiatee that thare are 

outetan41118 contracts tar ~ biWon 6ollare ot sooa- 7et to be del1Yare6. 

More tbail 99j. ot thi1 ~ b1Won 6ollarl il conte1necl in 11,,000 outetan4-

1118 contracts ~ a ftlue ot .10,000 ar O'l'ar. 'l!le War Pro611Ct1on Board 

further Ht:llllatee that ehoul6 h01t111t1H continue on the prHent ecale 

throuShout the 7BIIr the Dlllblll' 1114 ftlue ot outetanasll8 contracts 111 ot 

Deceaabar ,1, 191111 lhoul4 ehov no eubltlnt:la1 chall8e traa prHct 18'1'ell. 

tt v -:1 Ila7 calli betare the d ot the 7ear, the War Procluotion 

Board bel1e'1'81 that the 11TIIl'88e rate ot .m!t1011a pro611Ction, in the next 

12 monthl, yill be about ~ below the rate ot procluction dlll'ill8 the third 

quarter ot 191111, end that the 81'811tlll' part ot the total V -:1 Jla7 cutbaolal 

will be taken in .the tiNt tb:r" wmtbll follov1118 . The War Procluotion 

Board Htiatee that th•e outbaob Youl4 re611Ce, in three 110nth1, the 

nlllllber ot outete""'DS contracts. ot .101 000 end O'l'er tl'<a ll,,ooo to ,o,ooo, 
end the Wldel1YIIl'e6 ftlue at nob contracts trca ~ billion 6ollarl to 

• 4~ b1U1on 6ollarl. Abwt 100,000 I.'~"'H are inTol'l'e6 in the procluc-

tion of the 65 b1Won dollarl warth at 11114el1YIIl'e6 i~. About 1,,000 

of theee ooqlaDiH bol4 ]lll'1lle contra~te ot .,o, 000 end O'l'er; an aMi t1ona1 

5,000 hold priM contracts traa .lO,ooO to .,o,ooo; .. end ao,ooo hold con­

tracts ot ·1•• than .10,000 ar euboCiltraote onl,r. Approxiatel,r 85 percent 
• 

of the 65 b1Won dollarl in outete""'DS priM contracts ia held b7 100 

- 7 -
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corporations and their auba1d1ariee . Ten corporations erA their sub-

eidieriea bold 45 percent of the 65 billion dollars of undelivered value 

of outstandins pr ime contracts . 

In the year 1911~ to date, vith ver production beins 111111nta1ned, 

terminetione were taking place at about 1 billion dollera per month, with 

some 21 500 prime contracte be1ns terminated per month b1 tha military 

agencies aD4 the Muitime Coaaieeion collectivel,y. 8~ such rata vi ll 

probebl,y prevail (independent of V -E llll,y cutbeclal) durins the lion the 

follovins V ·B llll,y. 'Ihe burden of lllllJor cutbeclal will; 1n this wa:r, be .. .., 
added to by program adJustments wh ich ere .. inevitable pert of any con-

tinuins wer program, even though the general level of that program remains 

constant. 

tt V-E llll,y does not arrive before the and of 191111, but should 

come in the ee.rl,y pert of 1911', the general megni tude of V ·E llll,y cutbeckB 

wou1d probabl,y be tbe same. Bovever, they wou1d be more gredusll,y 1ntro-

duced end leee concentrated 1n the first quertar follovins V-B llll,y. 

Tbe apoedy settl ement of termine~ione ia cleerl,y a bie Job. 

Policies end regul.etione must be established aD4 issued. The internal 

organ1Zetione of both Oover.ament and business must be adjusted en4 person-

nel trained to do tbe Job. 

Speedy aD4 equitable settlement of wer contract terminetione ie 

a criticall,y iq>ortent step in starting 1nduet17 toward recon•ereion for 

full employment in peace. The proq.t eettlins of war contracts will allov 

pri'Vate i.ndu.etcy to de'Vota ita fu11 energy and initiative to the rebuild· 

1ng of peacetime production. The settling of tel'lllinatione does not, of 

course, pro•ide the complete solution to the adJustment of production to 

) 

the lessened war requirements, but it 1a one of the first esbentiale to <::) 
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the solution of thet problem. Other egenciee of the Government vorld.n8 

( cooperatively vith labor and industry must take men,y other otepo to adJust 

ver controls. Theoe v111 11111ke poee1ble the speedy resumption of civilian 

production, not 1n conflict v1 th the cont1nllin8 var effort. 

c 

') 
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TV. THE O.II'Fl~E OF CON'mACT SE'ITLl!MI!!NT 

A. Predecessor Staff Orf!!lllizetion: Joint Contract Term.tnetion Board 

The Office of Contract Settlement ie e continuation, on e 

etatutor;r beeie, of the Joint Contract Termination Board which bed pro-

viousl;y been eat up in the Office of War Mob111zet1on. This Board vee 

formed on November 12, 194} ee the result of a growing conviction on the 

pert of the contracting agencies end the Office of We~ Mobiliz.ation that 

a means had to be found for developing uniformity in t~rm1net1on settle­

ment procedures. The Board originell;y included the six major procuring 

agencies (War Department, Navy Department, Maritime Commission, Treasury 

Department, Reconetruction Finance Corporation, end Foregin Economic 

Adm1n1etretion) end wee later expended by the addition of representatives 

of the War Production Board, Smaller War Plante Corpo~ation, end the 

Department of Justice. It acted under the chairiaanabip of Mr . John M. 

Hancock and the agreements which it reached on policies were effectuated 

by directives of the Office of War Mobilization. 

The Board functioned through subcommittees representative of 

the member agencies, which developed drafts of polici es and laid them 

before the Board for approval. In this way, important steps in the direc-
\ 

tion of uniform procedures were taken. A uniform termination article 'for 

fixed•price prime euppl;y contracts and an acc0111p11.eying statement of prin-

ciplee for determining costa were , developed and announced. A termination 

article for use in subcontracts was recoumended to contractors. The policy 

wee developed of clearing contractors 1 plants of. termination inventocy 

within eixt,y days after a request. Policies were also eetabl1abed govern-

ing the types o'f organiZation which should be maintained by the contracting 
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eseoci• to •u ~tiOil eetu-te and 80Ternin8 the extent o vhich 

such eettlemente ebould be reYieved vithin the qenciM. 

'nle Boerd vae aleo the 1D88.Illl ot ooord1nat1ns the Yieve ot the 

contraet1Q8 asen.eiea on the llllliQ' policy quMtione rasardins the Contract 

Settl-t Act vhi ch aroee vhile it vaa bains debeted in Cllll6%'BBB. In 

addition, it initiated conUdaration ot a number of other 111Bttere, on 

vhich action ie beins taken b)' the Office ot Contract Settl~~~~~ont. A 

tuner review of the ectivitiee of the Board, prepared b7 ite Chairman, 

appeare ae Appendix A, Exhibit ill. 

B. Orf!!!llizat1on of the Office of Contract Settlement 

Ttle Contract Settl~~~~~ont Act of 1944 became ettectiYa on Jul)' 21, 

1944, an4 on October 3, 1944 the Office ot Contract Settl!lm8nt vas made 

a part or the Office ot War Mobilization and Reconversion b7 Public Lav 

458. On Jul)' 28 the Director of Contract Settlement vaa appointed ·and 

assumed hie duties under the Act. 

A first etep ot the Director vae to provide tor the continuance 

ot the work vh1cb the Joint Contract Tarminetion Boerd had under VB)'. A 

second atep vaa to eatebliab en organization adequate to partol'lll the te.elal 

preecribed b7 . the Act. 

The or~zation adopted vas baaed on the direction of the Act 

to utilize "the personnel and tacilitiee ot the contract1Q8 asencieil and 

other eeteblisbed Goverment esenciee" to the max1mum extent teeaible. 

'nlus onl;y a small or~zation, eeeil)' expansible if neceseaey, vas 

plenned. Ttlis 11111de it essential to ba'fe a etatt c~neiatins of pereone 

ot IIIBturi~ and exper!ence. Onl)' in thia VB)' could the facilities of other 

eseoci• be used etfectiYel)' and the lalovledse end experience of those 

esenciea be b_rought to bear lq)on the probl- or this office. 
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'Die office vu orl!lllD.1zed into nine a .)or un1 te in edd1 t1on to 

the Contract Set;tl- nt Adrteol")' Boerd and the Appeel Boerd. J'or the -t 

part, reeponeib11.1 t1ee aeei!!lled to theee un1 te repreeant thoee 11!poeed upon 

the Director b7 epecU1c eectione of the Act iteelt, u tollove: 

Terainat1one 
Plant Clearance 
Int.r1a 1'1nancin8 
'lre1nin8 
Pragreee & Stat1.et1ce 
Public Intoration 
AccountinS 
Or811lD.izat1on and Proceduree 
General Couneel 

- Sectione 6, 11 11, 17 
-Section l2 
- Sectione 8, 91 10 
- Section 2l(a ) 
- Sect1one lB(b), 2(b) (in part) 
- Section 2(b) (in part) 
-Steff 
- Steff 
- Staff 

An orl!lllD.1zat1on chart ie ehovn in Appandi x A1 lb:hibit I. 

7or eucceeerul operation the office required a 1118Chen1p tor 

ettectiT~ cooperatin8 vi th the contractinS ageocies. Th.1e vu done 

thr0\18h a qetea of lldTi.eOl")' c~tteM ot the Contract Settl-t Ad­

TiBOl")' Boerd, similar to that ot the Joint Contract Teraination Boerd. 

'l!leee et.e""'ns ca.itteee senerall;r parallel orl!lllD.1zatione~ unite of the 

Office ot Contract Settl_.t. Special c0111111tteee 111113' be eetebllehed 

tor particular probl-. !'ach c0111111ttee i e eetebllehed b7 the Director 

who~ a c~ troa hie own steff and ukB each ageoc7 on the Ad-

rteOl")' Boerd to dee1!!118te a -.bar. In eomo inetencee aseoc i ee not on 

the AdTieOl")' Boerd ere asked to dee18D4te repreeantetiTee or consultants 

vhan this vill facilitate coordination betvean the Office of Contract 

Settl-t and other asenc1ee or brinS epee~ movledge to the c~ttee. 

'Die c~tteee elreed7 eetabllehed ere: 

Caaittee on Tend.nation AccountinS; C~ttee on 71.nenc1n8; 

&l_. .. __ ef!l_mRiE-... Ca.ittee on Propert;J and Plant Clearance; 

Cll.t:tdllm:::l:lll!•l!lld::'!'QI-iil!~m:J COIIIII1 ttee on Pragreee RepartinS _. 

Stetietice; ea-•--...e~-'-dlt--E! .. _IA_~ C~ttee on 
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sr• . ...I 
'I'rein1De; Coa:mlttee on Public Intormetion and,Coumittae on Preeervetion 

of Recorda. 

Among the first problema considered wee the appoin~ent of an 

Appeal Board as required b7 Section l}(d}{l) of the Act. Under the Act 

there ere two pr181ar7 eourcee of appaale to th.1e Board; aettl-te bJ 

determination, the eo called formula settlements, under Section 1}, and 

disputes between contractors end contracting asenciee under Section 17. 

No cases under Section 17 heve eo far been brought . A survey 

wee made of the number of formula eettlemente 1n process. It vee found 

that only three such ceaea were nov pendinG in the War end Nev, Depart­

menta and the Me.ri time COUIDieeion. From eucb 1oformetion it will be 

possi ble to estimate tbe future Dl!lXiD1um caae loed of the Board and thus 

to steff it 1n advance in aDq~le time to 1118et ite reeponeib111tiee. 

In view of tbe minimum size of the preeent case load, it baa 

been determined to appoint imediately to the Board one man of national 

stature, to devote full time to ita work; and to appoint to it teDq~orarily 

two membere of the steff of th is Office, who will be supplanted, aa soon 

as the work load Justifies, by other full time members. Thus the plan ie 

to create an Appeal Board wholly independent of the staff of tbia Office 

as eoon as there ie enough work for it. 

The asenciea on the Advisory Board, ae well ee othere, but par-

ticularl;y the mJor procurement asenciea, have bean extremely senerous 

in the aee1atence Siven tb1a office since ite inception. Both personnel 

and services requested b;y th~a office have been proDq~tly provided. Staff 

members of the Bureau of t he Budset have bean ver;y helpful to this office 

1n sathering i nformation ea to the orsanizati on and operati on of contract-

108 asenciee . 
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( ) Without the help ot allot th•e apoci .. , the acc~:Uct t. 

or the otrice voul4 certainl.T hue beeo .uch 1-. It will be DeCIII 11 

to c011tinue to call 011 th•e aa-ociee tor ueiatance. 'l'he etatt 1a DOt 

reaaon to expect it vill continue to be eo. 

C. Relati01l8 With Contraotille AgeDciN 

'lbere are 28 c011tract1118 118aDCiee which ~ hue var COiltracte 

potentiall.T subJect to the C011tract Bettl-t Act ot 1~. KoweYer, .. • 

tin ot thMe haYs ~t all ot the Job ot terllinatin8 and eettl1118 wr 

contract&. 'l'heee are the War Departunt, lla"' Departunt, Mariti• Cca­

llliaeion, Trees11r7 Departaent, and Reconetructi011 J'inanee Corporati011 with 

ita auba1diar:y corporatiODa. A full 11et of the contract11l8 118811Ciee ia 

(_ ahown 1n AppendiX A, Bxhibit II and ·a brief 4eecript1on of the orsani&a• 

tion ot the maJor contractin8 11881101ee 1a provided 1n AppendiX A, :ex-

(_J 

'" h1b1t .lH. 

'lbe teak ot the Director ia to acb1eYe the obJactiYN of the 

Act ~ COI1troll1118 and auperrtain8 the contract aattl-t work ot the 

contractin8 asencies. · 'lbe principal .-na ot 4o1118 ~.bia 1a the Director•• 

author!~ to preacriba the pollciee, principlea, ~~ethode, procediii'N and 

standards tor contract1118 118811Ciee and to r equire or reetrict the uae b;r 

such 1188DC1ea ot author!~ and 41eoret1on UDder the Act. 

Subject to the auparv1e1on and control ot tbia Office, the ocm­

traotin8 118eDC1ea 11kn1ae are reepone1ble tor carr,1118 out the Act'• ob­

Ject1Yee. Contract1118 118eDC1ee do the <line• ont•e actual. vark ot terai-

aatill8 contractll and aettllns cla'--. It 1a the contract1118 118eDC7 vbich 
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issues the terlainetlon notice. It 1e the contracting 118IIDCJ' to vbicb cla1ma 

ere pr1111ented. It 111 the contracting "88DCJ vb1cb arraneea for tho etor"8e 

and reraoval. of inventories and equip1111nt. It 111 the contract1ila asenc.r 

vbicb lll8kee final settlement of cls11118. Bxcept for the dele~tion of vork 

to contractors and the carrying of appeala beyond the contrectins as .. ucies, 

ell contract settlement ope:-ations ere carried out by the contracting 

"88DC1ee. 

Action b,r tho Director on mattore of maJor pollc.r bas been taken 

only after full discussion amons the esencies. This is done ma1nly throUSb 

tho Contract Settlement Advisory Board end its system of committees men­

tioned ssrlier end tbroUSh close de,y-to-de..r vorklns arre.nsemente. Thus, 

this Office obtains a thorough knowladse end undorstend 'ns of problems 

before tak1ns action. 'lbe reeult 1e speed and uniformity in effectuating 

dec!sions once made . 

An emii!Ple of bov this vorks is the development of uniform forme 

for the presentation of eettlement propoeale for terminated fixed price 

var eupply contracts. Prior to the appointment of the Director, 11 aub­

cOIIDittee of the Joint Contract Termination Board COII!POBed of representa­

tives from the War Department, lia'9J' Department, l'.ari time Commiseion, 

Foreign Economic Administration and Reconstruction Finance Corporation, 

had been vorklns cooperatively vi tb a suboOIIIIIi ttee of businessmen of the 

Advieory Committee to the Bureau of the BudSet on Govanmsnt question­

naires. 'lble ar:'8JJ8ement vas continued but vith the additional partici­

pation of the Office of Contract Settl-t in the diecuesione and develop­

ment of the f~. 'lbe cCIIIIII.lttee· vee unanimous in ita rocoaaendatione to 

the Director that they be approved. The Director accepted the recou:menda­

tions and issued the forma as Resuletton 8. 
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WorJd.n8 arransemente vi til tho agonciee, however, go b810nd Joint 

( con01derotion of proposed actiona of the Director. Important actiona which 

the agencies proposed to take on their ovn reaponaibil1 ty have been rot erred 

( 

to tho Director for h1a viewa and colllllente. In thia vay the Director baa 

been able to achieve results without delaying action. An outstanding ex· 

ll!llple ia the nev Joint Arlllf·Nevy regulation for contract aettlement. This 

rogulation--vhich had been in the proceee of diecuesion and prepa.retion 

by the ArtJ!1 and Ne.vy for some t ime--vee submitted to the Director for COlli· 

ment. Ae a result, changes were made on a number of pointe. 

Successful supervision and cootrol requires more then coopera­

tiYO Joint deliberation and action. Accurate and pl'OIIIpt knovledge 

of operations and results ia also eeaential. This is recosn1Zed by the 

Act vh1ch provides for flexibili t;y in tho manner in which information can 

be obtained. 

More than one procedure will havo to be uaod to provide the in· 

forut1on required by the Director. Plans of the Office call for a three-

told prosram of repcrte, atudiea and inveet1sot1ona of operetione end 

results. 

Firat, there are to bo etetietical reporte and etudiee. The 

baaic recurrent reporte--three of which already ~e in effect--will cover 

the etatua of torm1natione, claimB, aottlements, interim financing, plant 

clearance, and other subJects. Thoae recurrent reports vill be supple­

mented by special atetiatical studies, two ot whi ch ere nov in progress. 

It ia planned to use the tacilitiea of the existing agenc i es to do moat 

of the work involved in the etatiet1cal reports and etud1ee. 

Second, etepe vill be taken to make aura thet adequate orsonua-

( tion and ::>rocedures for handling, reviewing and checJd.n8 aettlemente, 
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interim finBneins and plant cleerance ero in effect. Conferencee are nov 

beill8 held v ith roproeentotives of tho contracttns eg~iee for thie pur­

pose and to determine vhat further lll88Suree need to be taken. 

Third, from time to time, ae information from contractore, the 

ogenciee, or other aourcee indicate a need tar them, special etudioa vill 

be made or special roporto developed on particular pbaeee of contract 

settlement. 

The jnformotion rrom and about the contrectill8 agenciee de­

veloped under this program, together with tho information from other 

eourcoe, vill provi de tho baeie for decieion end action by the Director. 

It ie believed that -t ot thie information ie required in 8D;1 caeo by the 

various agencies tor their ovn atfectiTo administration. Bence, to give 

the information neceeeary for the satisfactory diecharge of the Director's 

reeponsibilities will place little, i f anJ1 additional burden upon the 

agencies . 

D. Relations with War Contractors 

With regard to the actual termination and settlement ot indi­

vidual contracts, tho relation of tho Office of Contract Settlement to 

the contracto~, other then through the Appeal Board, is indirect. The 

Office ssttlee no contracts; it takes no action on i .ndividual term1na­

tiona and clailll8. To obtain eettl ement of a terminated contract, the 

war contractor doole vi tb the contre.ctill8 agency. 

But, even though the office does not deal vi th contractor& in 

the eettlement ot individual cla1me, contractors have felt ent1rel,y rree 

to diecues their problems vith representatives of this office and to in­

vite the~ to participate in discuesiona in committees of trade groupe. 
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Tile problema end rieve of ver contractors baTe been end lliWit 

continue to be available to tbe Office of Contract Settlement. It ie 

constantly aecur1D8 invaluable advice from qualified repraeentativae of 

industry and of professional groupe on particular questiona as they ariee. 

This Office ie also explor1D8 the desirability of creating a forma l ad­

vieory colllllit.taa to assist in 1118intainin8 intimate contact with all as­

pacta of eat<;l-t problema. In addition, it is plann1"8 to use other 

a:eana of obtaining the Tievs of those intareetad 1n contract settlement. 
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A. 

V . R.;GUI.ATIONS 

lnt&ri~ Finane!~ - Regula t ions 1 end 2. 

The Di r oc tor bee prescribed tvo alternative plena of interim 

fioonc tna ~ursuant to Sections 8 , 9, ond 10 of the Contract Ssttleaent 

Act . They are the suarenteed termination loan plan end the partial pe..J-

mont plon. 

21"0 

l. Ter~nat1on Loans. On A1J6ust 18, 19114, the Director of · 

Coa trect Settlement issued Regulation 1, (Appendix B, Exhibit V), autbor­

iz1n(s the ~/or Department, the Navy Deportment, end the Maritime COIIm1ssion 

to guarantee loans ude to finance termination cleime. These T-Loane are 

made by private bonks end euorenteed by the Federal Reserve Benke as fie­

cal asente for the contractin8 asenc.J hevin8 the preponderant 1ntereet 

1n the contractor's ver production. They ere available to ell types of 

contractor& end are especially appropriate (a) for prime contractor& vbo 

hove a lerge number of t~tione, and (b) for lover tier subcontractors. 

CoiiiDlitmante for such loans may be obtained 1n advance of termination, thus 

facil1tet1ng prompt and ope~ finencing t.led1ately upon cancellation of 

a ver contract. 

A standard f~ of loan agreement bee been issued 1n order to 

discourage the imposition of burdensome conditione end restrictions. The 

lending bank ·msy add conditione, but only if they are "aot unreasonable 

and not inconsistent Yitb the standard loan agre~t. • ADJ ouch added. 

conditione must be eat forth in e se'lerete schedule for the exo~tion 

of the Federal Reserve Bank and the contracting agenq. If e~nation 

shove them to be inappropriate, their eli~net1on may be requested ae o 

condition of the guarantee. 
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Tbe baeic pri.nciple of T·Loen finanCing ia certificate borrow-

ing. Loene ere beeed on the contrector•e certification 'll8 to bia inTeet· Q 
1D8Dt 1n canceled contraote. Tbroueh this medium, the contractor 111 -bled 

to convert to cesb a bisb percentage of his over-ell termination cleime 

pending final settlement. Under this t,ype of loan, the borrower agreee to 

aeeten to the lending bank moneys due and to become due on bia var con· 

trccte. The borrovi.ng base is en agreed percentage of the contractor's 

tor.U.ODtcd contracto including accounte receivable, reimbursable inventoey 

coste, and reimbureable subcontract settlemonto vbich have been paid or 

ore eimultaneously to be paid. T·Loans are available in conLection vith 

!)llrtiel 8S well 88 complete term.1nations. In virtually eve17 caee, the 

borrower must maintain cuetomery 1neurence coTerege on his propert7. If 

his credit rating ie veek, the lending bank lllll1 require a mortgage of the 

inventory attributable to the assigned contract. 

The Board of Covernors of the Federal Reserve Bank baa formally 

iDIIUO"Ur8ted the T·Loan proeram. The schedules of guarantee and co!Ditment 

foee have been announced. Where 80f. or lees of the T·Loen ie guaranteed, 

the bank pays the Covernmsnt 1~ of the 1ntereet payable b7 the borrower 

on the guaranteed portion of the loan. If over m of the loan is guar· 

anteed, the bank must p!!J the Covernment 501> of the intereet on the guar­

anteed portion. Banks cannot charge the b~rrower interest at a rate 

bisber then 4~ per annum. The maximum comm1 tment fee is t of 1~ per 

annum or 1n the alternative, a flat fee of not more than $50. 

2. Partial l'a7mento. General Regulation Mo. 2, (AppendiX B, Ex­

hibit VI) issued b7 the Office of Contract Settlement on September 8, 

19114, seta up tvo principal types of partial p~nto : (a) partial 
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( )'eywenta baaed on ootimot.oe eu.bmitted by t he contractor; and (1> ) pr..·tial 

-.e,rmaat.s t-~eod ~r,~oa sccoMt.lna !lata ehouina the contractor ' s coet.e . ',!han 

the ei tuat1on rcquirae, e1 ther tyue moy be channeled through a controlled 

account . A e in(.le etencla~ 8])!>11Cet1on form bee b<)en apyr ovecl by tt J 

Director . 

c 

( ) 

Sul.co·lt.r~ctora, e& veil ae prime contrectore, ere ol1r,1ble tor 

thee a .>eyaeut~ . Ae o aencr:.~l ru.le, eu.bcontractore muet ep:9ly throueh 

their cuato;:~ero, .:ho mny bo prime contractors or b1(,ber tier subcontrectore , 

The cuetomor chocks chu e~])licetlon to determine vhetber it is reasonable 

6nd Glloc&ble to cov~rnm~lt work and treaemi ts it up the contract chain. 

After L~> t•ovvl , t ile coatrnctinc agency ~rave e check t o the prime con-

tree to,· \•ho ••t•rees tho 'lOy Mont on down tho contrac t chain. The Office of 

Coatrect ~ettloment on~ tho controctine agenciee are workinu on procedu.ral 

moc\lficotionc which will cut to a minimum the comyliceti one of thie procee\1• 

Particulr1r l>rovtsion wee made for the possibility that the prime 

cont1·ac ~or or some 1 ntorvonin;; eubcont ract.or may be unable to !>8ee tho 

money on to i.h~ uo•'ll icc.nt for 801118 rooaoa such es insolvency . In thia 

si tue " on, tho cont.rac t ina B(;ency may utiliZe the controlloo account pro­

cedu.re, or 1n B'lloc1ol ceeoe, !Lily !D8ko yartial peymente directly to tbe 

subcom;rect.or. Direct &J•plicot1on for yart.iel peymente may be mace by 

eubcO•!t.rrctore vhore the usual pr oceclu.re v.:>uld result in un ... arrllllted 

delP.y . 

Aey ver contractor in eound business condition mtJy obtain 1m­

t~~£die te yel"t1el ey ... ent of e t leoet 7Y-.· of' the contract ])r ice of unde­

livered c~leted trtlcloe, plus 75(. of hie estio•tcd coete of rew ~t.e­

r iele, •>u.rcheaecl 'llerte, sU:>'9l iee, ~irect lel><.>r em' ove1•heed allocable to 
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the termin8ted portion of his contract. Larger SUID9 not 1n exceae of 9C/f, Q 
of the coat certified' to be due in the app~ication may be advanced if the 

contracting agency believea the requeat to be reaeonab~e. Furthermore, 

ee e genera~ rub the contracting agency will look entirely to the infor­

mation contained i n the contractor ' a application 1n determ1n.1ng the amount 

of the advance. To diecourage contractore from over-eetimating claima, 

the amount of any overpayment 1a e~bJect to a· fl1, pena~ty; and in addition, 

any overpayment is treated as a loan carcying a penalty of (If, per annum. 

Contractors are encouraged to estimate in advance of actual ter-

m1nation what partial payment s tb91 will require. 

Coet-eupported partial payments may also be made. Iteme com­

pleted prior to termination, or completed thereafter with approve~, are 

paid for at the ful~ contract price ae eoon ae they are inspected end 

accepted. In addition, the contractor is paid 9C!f, of the cost of raw 

materials, purcbaaed parte, eupp~iee, direct labor, and manufacturing 

overhead allocable to the terminated portion of tbe contract ae soon ae 

be supports them by eubetant1al accounting date. Theee cost-supported 

advancea may alSo include a reat~onab~e percontsge of other allocabl e 

costa, euch ae adm1n1atrative overhead. Additional amounts may be paid 

if neceeeary, but total paymente may not exceed the amount which the con-

tracting agency believes to be due by reason of tho tormination. 

Controlled parti.al payments will be made if a contractor ia 

ineo~vent or 1n imminent danger of ineolvency. Tho immediate or coat­

supported partie~ payment will be depoeited 1n a epocial account, and 

roleaeed under the supervision of a rapreaentetive of the contracting 

agency. 
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u t \on l'o . } (Appendu B, ~IUbH \I ll) of t ne Off'Cd of 

C: ntrac t SH•u· on• euthcr1%e~. t he contract ing agenc i es to m!!lre p; Jt~rJ\1-

nation eet t l .,_,c h l ~qbelllents . These &81·eeme nte, made beforo t$r,~1n~tion, 

may cover o~ or ~ore of •he el ements in the claim that would otberw;ee 

h"ve to be tu~ttled after te=inet1on. They lllll8t be 'oaeed on G.ate which 

permit r easonLblc forecasts, consistent with sound ccmmereiel standards, 

of the factors i nvolved. 

Pretermination agreements provide e means for- shortening the 

·time between termination end settlement. They may cover ouch iteme as 

uni t costs of t ermination inventories at various stages, unit prices 

a t which t he contractor 1e to retain selected inventories, inventory 

i teme t o be scrapped, and overhead ratea. By agree inS, when poeeible, 

upon such items prior to termination, settlement plant clearance, end 

financing is expedited. Far example, it may permit immediate use or 

disposition of inventories by the contractor rather than delay in the 

use-or dispos j t ion pendtns ~esnent after termination. 

S1.c1lar principles cen be applied in agr6ements between prime 

contract ors end subcont ractord, or between subcontractors, which will 

be binc i ng on the cont racting agency when it approves them. 

C. Plan; Clearance - Regulation 4. 

The :policies of t he Joint Contra • Tel'!llinet1on Boerd end later 

the pro~icions of t ho Contrect SettleEent Act deal qpecifically vitb most 

or +.re ">"C'blO!:lB of r ' ~nt c lee.ren~e . Removal of gov,rnment (".med plant 

·~ ul;ltunt, i;OI! "''', iP not covered by the Act in this ve:;. In many cases 

this c~u : "'".~O't h c~'.'.lN<1 b~· c"ntracto which r equire ita Illlli ntensnce i n 

.· t·r.C.,;.· ·-r ~- J ~·· u· • ... r l·· cor.t rr.ct 1o t~rminated . Regulation 4 

'"'".r. -· -
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(Appendix B, Exhibit VIII) directs that unless the national d9fenae re-

quires otherwise, these standby provisions will be waived. 

The regulation aivee contractors the right to bid first on eqUip-

ment i n their plents end directs that the government act promptly on these 

bide . It gives both prime contractors e.nd subcontractors the first call 

on equipment they may need for their peacetime production. To alleviate 

the tremendous etor11ge problem feeing the contr~cting agencies after 

V-~ Dey, the regulation urges contractors wherever possible to store un-

wanted equipment under agreement with the contracting agency. But a con-
h~ 

tractor neither wants to purcehee the equipment nor is able to store it, 

the regulation requires ita removal by the contracting age~y within 60 

deye. 

A further regulation is 1n preparation, covering aspects of 

plant cl earance that are not specifically dealt with by the Act. Among 

these, is the right of subcontractors to make their request for plant 

clearance directly to the contract ing agency. 

D. Fair Compensation - Resuletions 5, 6, end 7 . 

' Pr.ior to the passage of the Contract Settlement Act, the 

Office of War Mobilization had issued a uniform terminatton article far 

use in prime contracts accompanied by a statement of principles for deter-

mination of coste. It had also recODIIlended a substantially e1m1lar but 

briefer termination article for use in s ubcontracts. 

Experience with the statement of cost princf:plee disclosed the 

necessity for two amendments. These are made by Regulation 5 of the 

)ffice of Contract Settlement which appears as Appendix B, Exhibit IX. 

The effect of the fi.ret of these. amendments is to eliminate a provision 

·whtch had the effect of tying together renegotiation e.nd contract 
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aattle1D81lt. S1m.1larl,y, the effect of the second is to el1m.1nate troa coo-

0 tract settlement B'IX1 consideration of the tax base of special faci.litiee 

owned by the contractor. 

Regulation 6 (Appendix B, Exbibi t X) 1D8kea certain siMTli!ID81lte in 

the rec0111111ended subcontract article and. in the accC~~~PBD;Ying ats~nt of 

policy regarding the settlement of subcontracts. It IDBkee claar that the 

profit provisions of the subcontract article ere the saM as those of the 

prime contract article. It 'Blao announces that pratsrmination aattlBIIIBilt 

egr3emsnts ere applicable to subcontracts to the seme extent as to 

~rime contracts . Finall,y it makes certain changes so that the subcon-

tracts in which the subcontract article mey be used will bCI those speci-

fied by the Act. 

Regulation 7 (Appendix B, Exhibit XI) embodies a determination 

by the Director that the provisions of the prime contract tarm1nation 

l article, as amended, and the subcontract termination article, as 811l8nded, 

covering formula settlements afford fair compsnsstion within the -m.ll6 

of the Act. This regulation slao astsblishee the standards to guide the 
• 

negotiation of settlements by agreement, both under these articles and 

under contracts not containing them. 'lbeee standards permit flexible 

negotiations on the basis of sound b~iness principle&~er the regu-

lation, negotiations may take into account the elements recognhed in e 

bf 
formula settlement,. they need not do so. Operations under this regula-

tion will be reviewed from time to time, and any ch&ngee will be made 

which experience ehm~e to be necessary. 

E. DeleBStion - Resul.ation 6. 

In regulation 6, paragraph 31 the Director acted to simplify 

and speed up payment for a vest number of smell subcontractors. It 
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dele(j&tee to all war contractors euthoriti)' to eettle finall,y termination 

clei me for leee than :)1, 000, where the subcontractor rete ina or diepoeea 

of ell termination inventory, oxcept 1n ceaea where t he authoriti)' ie 

epecifical.l,y withdrawn . Contracting egenciea are directed to recoe;nize 

these subcontract aettlemente ee finel end conclueive for the purpose of 

settling the terminated prime contracts to the extent allocable . The 

public interest ia protected by a provision that the aettlcment muet b e 

made 1n aooO faith. 

Tbia 1n no way effecte the contrecting egenciee ' existing 

, ractice of delesating to prime end intermediate eubcontrectore euthoriti)' 

to settle claims of $10, 000 or l ees where review procedures have been 

examined on~ approved. 

" · Standard Settlement Pro'Doeel Forme - Re@tion 8. 

The Office of Contract Settlement bee provided uniform settle­

ment propoeel forme for uee in settl ing claims connect ed with terminated 

"ixed price supply contractu end eubcontrecte, end bee issued detailed 

1netruct1one for their uee. Regulet1on 8, (Appendix B, Exhibit XU) 

1esu6d on October 18, mekee these forme 1118Jldetory f or ell contracting 

•;genciee. The forme do n.Jt Bpply to coet-plue-o-fixed-fee prime con­

tracts or eubcontracte, but they muet be ueed 1n preparing cl81me on 

termineted fixed -price subcontracte underlying euch egraemente. 

\fer contractors et an,y level 1n the contract chain will nov 

uee this singl e set of etandord forme . Previouely e number of forme were 

in uee . It 1a to be expected that 1eeua~ca of the new forms will r eault 

1n a more uniform end efficient presentation of cl.aime. Tbia should be 

reflected 1n a reduction of the average time neceeBBr)' to file end proc­

eee a claim. 

- 28-
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l'ropoeale prepl!red on tile inventory bee is sro eubm.i ttod on 

Form 1. If tile inventory beels cannot be u.eed, Form lb le available for 

( tile presentation or propoesla on the total coat besie. 'I!Jees two foru 

c 

I 

' 

ere for senerel u.ee, uoreetrict;ed by the amount of tile settlement. Form le 

a:&y be u.eed ror proposals 1nvolvin(! leaa than ! lOCO 1n which the contractor 

is willins t o retain or dispose of ell inventory. The importance of this 

form cannot be overemphasized. By its use, many small prime contractors 

end subcontractors will recoivo paym.ont of their termination claims more 

quickly and withe minimum of clerical work. 

The inventory schedules siva e contractor en option of eimply 

liatins hla invenwry for eet~lement purposes or of cleeeifYinS 1t end 

deacribinS it in detail if he cella U!'On the sovernmeot to remove it. 

Thus contractors can submit their inventory dispoesl schedules before, 

with or efter their settlement proposals . 
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VI. OTIIEP ACTTvtTn.s 

A. Progress Reporttns and statistical studios 

One of the firet steJ>s of the Office of Contract Settlement wae 

t~ arranga with the contracting agencies for the deve lopment of reporting 

systems vhich would provide adequate end comparable information. While 

') f r• 
t I 

considerable data were available on contract terminations end settl ements , 

particularly in the War Department, no method of collecting the 1nforme-

tion so that it could be assembled on a comparable beets for all the tmpor-

tant contracting agencies had been developed . In specifying uniform re­

ports for ell contracting agenciae every attempt was made to utilize 

existing reports, particularly t hose used by agencies With well-developed 

reporting systems. The information requested wae the type that would be 

helpful not only to the Office of Contract Settlement in analyzing the 

progress of settlements, but also to the contracting agenc i es tbemeelvss. 

The first uniform system of reporting which wee developed covered 

information on contract terminetione and settlements. Tho reporting forme 

being used are presented in Appendix B, l!.Xh1bit xm. Tables l t hrough 6, 

AppendiX C, are based upon the ftrat reporting form OCS-Rl. Tho other 

raportlng forms, OCS-R2 and OCS-R} (Appendix B, Exhibit XIII) wlll provide 

1nfo~tion, beginning vtth the month of OCtober, on the epeed of settlemonte. 

Currently, errengomente ere be ing made for the establishment of , 
comparable reports on interim financtr.g and plant clearance . These reports 

will show the extent of 1nteriln financing end tho proo.ptneee of ,.lant clear-

ences. 

ln addition to the regular reporte auch as those above, the Office 

of Contract Settle11:4nt vtll make special etudiee . Presently, studies ... ~• ""7 
formulated to determine the speed vith which subcontractors ere being paid 

and also the speed with wh lch they are being financed prior to final payment. 
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B. Diaaem1nAt1on of Information 

Success 1n meeting tho probl ema of contract set tlement depends 

not only on t•~ gpvernment's ability to do ita share but aleo on the ability 

of ver contractors to do their pert of the teek. The important Job ie get­

ting information to contractors through the contracting esencies, estab­

lished channels of CCJ!l!llunication, organ! ted grou}>s and direct contacts. 

To meet this need the Offico of Contract Settlement is distri­

buting copies of Its regulations to contracting agencies, contractoro, 

national tr&de associations and Interested individuals . The meln pert 

of the distribution of the Standard Forme has been aaeumsd by the War and 

Navy Departments, Smal.ler War Plante Corporation and other contracting 

esenciee eo that these f01'111S ere nov reaching contractors tllrougb the 

local offices of contracting esencieo. 

Tbe American Bankers Association in collaboration vith the 

Office of Contract Settlement has launched an extensive educational 

program involving nation-wide regional meetings of bankers . The Credit 

Policy Commission of the Aseociation hue printed and distributed a book­

let on T-loans vbich includes Regulation 1 and complete explanations 

deaignod to aesiet bankers in handling such loans . The program 1,8 

roaching most of the 15,000 banlrore of the country. A companion booklet 

dea1gned for var contractors, gtv1ng complete detaila on bov to obtain 

partial payments or T-loans on terminated war contrecte, is nov 1n the 

Government Printing Office. This vlll be distributed to contractors by 

the War and Navy Departments, Smaller War Plante Corporation, Maritime 

Commission end other CGntrect ing agencies in cooperation with this office. 
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Beca~.~ae of the exJ.atina contractual ralationehipe, it ie be­

coming evident that further cooperation on the part of 1nduatr7 ie neces­

sary to get 1ntOlW&t1on to contractors, eepeo1a~ the IIIIAller euboon­

tractore. Tbie office, 1n cooperation vS.th the contractill6 aeenoiee, ie 

taJd.na etepe to encoureae cooperation in theee ettorte on the pert ot 

larger prilae contreotora end tllrOU8)1 1nduatr7 and trade sroupe. A num­

ber <:If large corparati011.8 bava on their ovn 1nit1atin undertaken action 

1n this direction and ner7 effort ie beina made to ban cthere follov 

their e:xemple. 

? G 

Section 20(s ) ot tM Coatraot Settl~ AGt ot 1~11 41raota tt. 

~lAir Vv Pl.mta Carparat1011 to lli':"'MW 1n:tOIW8tion 8114 to aedat 

-u liMU.ae -MIM nth ~ir ~ on taaSDaW - owtzeot.. 

~ 1: 1 'n netr7 poaai)la -~· to tt. S 11_. VIII' Plat. CC11tpa­

t101l 1n Olll'r~ Ollt tbl ;rorta1- f/1 tbl AGt, tbl orfioe ot Caatreot 

Settl nt bae ..Uta1ne4 ol.oea oaatMt Yitll • uq VV Plat. Ocl:pcaa-

tion'a plll'll-1 oharlld Yith o011tra10t aattl t 111111 1n:t_.t1cm. 

~ler Vv Pl.mta Cwpcaat1cm 11111 cUatr1lllata tt. .aJar pcrtiCID ot tbl 

-" -
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C . Traini"B 

Tho War and Navy Departments have eat up tra1n1na achoola tor 

their employees which bavo been functioning tor varying lengths of time. 

Tbe largest and oldeet ia the Arrt.7 Induetriel College 1n llaahinaton vhicb 

ia training not only ~ personnel but people trom other contracting 

agencies. There are also apocial acbools in other places such ae Fort 

BenJamin Harrison, Ann Arbor, Vandalia, and Harvard. 

Contracting agencies are cooperating in the oatabliehment of 

apecial courses tor contractore at a number of colleges. Couraaa are 

already being given at Philadelphia, Cincinnati, Cleveland, Toledo, 

Detroi~, Buffalo, Now York City, Dallae, Fcrt Worth, St. Louie, and 

Champaign; and others are being a tar ted •• 

Tbie office ie nov working with the contracting agencies to 

develop simplified and standardized traini.ng materials and methode 

with particular attention to the training of aubcontractore. 

D. Coat-plue-a-t ixed-tee Contracta. 

Approximately 6 billion dollars of coet-plua-a-fixed·fee contracta 

have been canceled but little progreee baa been made in finally settling 

them. This is due largely to eeveral uncertaintiea concerning the 

extent to which terminated coat-plua-a-fixed-fee contracta can and ebould 

be finally aettled by the contracting agencies. Tbie Office ie working 

to clear up these uncortaintioa and to develop procedures which will 

permit termination aettlementa of contracts of tbia t,ypo to be kept 

abreast ~ settlement& ~ fixed price contracts. Tbe volume of coat­

plue-a-fixed-fee contracta now outatanding ia such a eubstantial pro-
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portion of the total that daley in eettling them tina.lly would eerioua~ 

i~~q~ede speedy reconveraion. 

Dw-i ng performance and betoro~ tarm.ination, vouchers repreeant.ill6 

expenditures under such contracts are tr81l8111.1tted to the repraeentat1Tee 

ot the contracting agencies, vho audi t th""' and pay thii!D it tolllld to be 

proper. They are eubeequentl,y audited by the General Account11l6 Office, 

vhich makea inquiriee about iteDIB vhich it questions . These in some 

casee reeul• in dieallovancee, vhicb are charged back against the 

diaburaill6 officer and 1n turn against the contractor. In many caeee, 

therefore, vhen a cost-plus-a-fiXed-tee contract is tarminated, there 

are pending DIBny matters vbich are in diepute betveen the contractor 

and the govertllllent or vhicb have not been complete~ processed by either 

the contracting agencies or the General Accountill6 Office. Contractors 

have generally been reluctant to make final settlement of their term1na­

tion claims unless the settlement can alao finally establish their right 

to retain payments made on the pprformod part of the contract. In the 

absence of such assurance, moreover, coet-plU3-a-fixed-fee contractors 

have little incentive to settle vith their subcontractors or dispose 

of the tarm1nation inventories reeultill6 trom cancellation. 

A legal question baa been raiaed concerning the axtont of 

the povar of the contract11l6 agoncioe, Wlder regulations eatabliahod 

either by th""' or by this Office, to agree finally in a termination 

settlement on matters relatill6 to the performed part of a terminated 

contract. The opinion of the Attorney General on this queetion baa been 

requeated. Tbia opinion vill establish the extent to vbicb tbie office 

can go, in cooperation vi th the contractill6 agencies, to develop procedure& 

to attain the degree of finality 1n termination eettlamenta of 
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settlement and to protect the inter~aes of ene Cover~ent . 

11. Coarpei\Y-vide Settlement& 

Erperimente are act1vel,y under wa,:r on comp8ey-vide settle111en~. () 

In several cases e large compe.n;y vi th •n,y contracts from more than one 

service has been assigned to one of them with euthori"Y to make settlements 

tor all other services and depert111ents. '!here are many obvious edlllin1atrat1ve 

and legal difficulties . Companies may bo prime contractors on some contracts 

and subcontractors on ~there. There ere even cases where through intervening 

tiers of contractors they may find themaelvee sub-subcontractors on their 

ovn prime contracts. ~ overcome those various difficulties is not a1111ple1 

but the gain from compaey-vide sattlemonte in the kind of cess to which tha,:r 

are adapted would be eo great that tho experiments are being watched with 

close attention. 

1. Direct Deterlllinetion of Cle1ms end Property Disposition - In a 

number of cases, particular companies havo been aesigned to one of tho 

several contracting agencies with which they deal . This agency has in-

stalled accounting and materiel disposal personnel, whose decisions ~Y 

be relied on by aey other agency. This means a great saving in personnel 

and does not subject the contractor to reviews by ell the different contrac­

ting agencies and customers with which he deale. 

2. Local CoordinBt.ing COIIIlli ttoea - These coa:mi ttees will promote 

uniformity 1n termination procedure, as well as delegation of authority 

from one agency to another. 

F. Preservation of Records 

Section 19(a) of the Contract Settlement hCt of 19~~ requires 

the preservation for specified periods of time of records relating to 
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war contracu. It also pt-ovidea the~ ehe DirectOt- by reaulation 0183 

authot-ite the destruction of records upon such t erms end conditior~ ee 

he deems eppropriete. To facilitate cat-rying out the provisions of 

this section of tho Act, a Special Committee of the Advisory Boat"d on 

Preservation of Records baa been formed, comprising repreeenta-

tivea or the various rontracting agencies and headed by a representative 

or the Office of Contrac t Ssttlument. This Committee will recommend 

regulations covering the r ecorda wh!ch !1:11.8t be preserved by war con-

tractors for the statutory period; •he fonn in which such recorda 

muet be maintained; and the recorda which need not be preserved . 

c. Exemption of Foreign Contracts. 

Section 25 or the Act permits any contracting agency, subJec t 

{: to policies prescribed by the Diroctor, to exempt from the Act its 

contracts made at" to b~ performed, end any termination inventory si tuated 

outside the Unieed States or in .l.laeka. or the three agencies having 

the larges t volume ot ~·oreign contracts, the War Department end FOJ:;eign ,. 
Economic Adminiotration have already acted, ond the Navy Department 

is now acting, to exempt such contrects and inventories from the Ace. ~ 

determination of the proper scope, if any, for the Act in connection 

with foreign contracts ie dependent on more de~alled knowledge of condi· 

tiona eurrounding foreign procurement than ia yet available to thie o•ftce. 
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Appaadl:r A - bbi'b1t II 

COI!MC'l'IIO AORCIIS 

(S.otioa 3(c) ot the Coatract S.Ul .. ct Act ot 1944 datu .. cODtraoUac 
aceacieo ao follovo' 1--&DJ GoTera.eat ac••cT vhich hao 'baea or ha~att•r 
~ 'be av.tborhed to aalte contreot o pv.rouaat to .. ct1oa 201 ot the rtrot 
War Povero Act, 1941, and i nclv.du the Bacoaatrv.cUon Finance CorporaUoa 
aa4 UT corporation orcaahe4 pul'Oilallt to the Baoonetrv.ction Finaace Oor­
poraUoD Act (4? Stat. 5), ao aaeo4a4, tba 8aal1er War Plante OorporaUoa, 
aa4 the War Pro4Dct1oD !card. 1 ) 

AGgCI All'f!llBI'fJ 

Becoaatruction Finance Corporatioa and DDT Contract Settl .. aat 
Corporation orcanh•d pll.UQ&IIt to the Act of 1944 
Baconatructioa F1Daaca Corporatioa Act. 

Saall•~ War Plante Corporatioa 

War Pro4DcUoa Board 

BaTT Dopartaeat 

United States Marit1aa Coamiooioa aad 
War Shipping 44a1D1otratioa 

Gonraor of the Paaaaa ea...l 

FeMral Wol'll:o J.«encT 

GoTara.eat Prlntln& Office 

Bational A4Tloo~ Coamittea for Aeronav.tica 

Dopartant of Interior 

Coar41Dator of Iatar-Aaericaa Atta1ro 

C1T1l Aeronav.t i ca ~lDlatratioa 

} a 

CoDtract S.ttl ... at 
Act ot 1944 

CoDtract Bett1 .... t 
Act of 1944 

z.o. 9001 

•.o. 9001 

s.o. 9001 
1 .• o. 9054 
s.o. 9244 

K.O. 9023 

•.o. 9023 

~.o. 9023 

a.o. 9023 

•.o. 9023 

a.o. !1023 

a.o. 90515 

1.0. 90158 

a.o. 9116 

z.o. 9116 

... 
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COftM<(1'IJ2 M)ACliS (COUIJUID) 

MDOX J.Wli)RI!X 

laUoul Bouelac .&conq 1.0. 9116 

To,oraao AtalDle,ratlon •• o. 9116 

h .. ral c.-toaUoae Co.alnloa •.o. 9116 

DlYloloa of C.atral A481oletra,1.- 1.0. 9211 
S.rrtoee of tu Ottloe for J.o. !l'n 
Jaorc•••7 Xaaacoaeot 

Offloo of Sol .. ,lt lo Beeearch AD4 .. o. 9219 
... ... 

De.-1opMot 

~ ... ral Prlooa ID4uotr1u. IDe. ..o. 9321 

hro~ Jooaoaic A4a1oletratloo z.o. 9233 
1.0. 9361 
z.o. 9380 

Offloo of Stratoc1o Ser.1c••• Uo1te4 
Statoe Jolot Cb1efe of Staff 

~.o. 9241 
( ) 

t.&lcratloD aa4 laturallsatioD Ser.lc• 
of D.partaoot of Juett~• 

t .o. 9268 

Depa'l'ta .. t of eo-rc• 1.0 . 92M 

War roo4 46&1al etrat1oo •• o. 9334 
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Mr. Robert H. Hinckley 
Director of Contract Settlement 
Federal Reserve Bu.1ld1na 
Wsshinaton, D. C. 

Deer Mr. Hi.nckley: 

APPBIIDIX A - VHTliiT III 

At you.r requ.est, I have prepared a &UIIIIIary of the 
more important actions taken by the Joint Contract Tem.1nat1on 
Board, for u.ae 1n you.r tirat report to 00Q8l'8a&. I enclose 
it herewith in the hope that it Yill sene the pu.rpoee vh1ch 
70u have 1n mind. 

S1ncerel1 1ou.ra, 

John M. Hancock 

l!ncloeu.re 
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APPEIIDIX A - EXIIIBl'r III 

ACTIVl'l'IBS OF THE JOINT COORACT TERMIIIATIOII BOARD 

The Joint Contract Tendnation Board vas organiz-ed on 
November 12, 194}, by a Msmorandum of Agreement signed b:y the heada of 
the eix maJor var procurement agencies (War, Navy and Treasury Departments, 
Maritime COIDI!ll.ssion , Reconetn~ction Finance Corporation, and Foreisn 
Economic Administration) and approved by the Director of 'War Mobilization. 
It vas the outgrowth of a conviction, on the part of the contractina 
agencies and the Office of War MobiliZation alike, that a maene had to be 
created for unifyina principles and procedures governina the termination 
of contracts and related problems. The Board vas vested with the follow­
ina authority and discretion, eubject to over-all policies formulated b:y 
the Director of '1/ar .Mobilization: 

" (a) To establish general principles and proeeduree governina 
contract tendnatione and eettlemente which shall be b1ndlna on the 
Departments. Each De~nt llAY establish principles and proeeduree not 
incone1atent vith thooe eetabliehed by the Board. 

"(b) To reqllire from each Department such reports relating to 
contract t ermination aettleaenta ae it deems neceaaary. 

"(c) To deTalop to the extent practicable uniform contract 
provisions relating to the termination of contracts and subcontracts, 
and to make interpretations of auch provisions which shall be b1ndina 
on the Departmanta. " 

The mambere of the Board vera Mr. Jeaae Jonea, Sacretar;y of 
Coaaaree; Mr. Robert P. Pattereon, ~er Sacretar;y of 'War; Mr. Jamae v. 
Forreatal, Under Sacretar;y of Nav;y; Mr. Robert E. McConnell, Conaultant 
to the Sacretar;y of the Treaeury; Adm1ral1J1Iwr;y S. Land, Chairun of the 
Mariti.me C~ssion; and Mr. Leo Crovle;r, Ad••nistrator of the :roreisn . 
Economic Administration. Mr. John M. llancoclt of the 'War and Po•t-'llar 
Adv1aor;y Unit of the Office of 'War Mobilhatlon, at the request of the 
Director of 'War Mobililt&tlon, aoted u Chat,._, of the Bo&rd, and Lt. CoL 
B. C. Roee and MaJor Car;y M. Jtuver aoted ae Sacretar;y and Aas1atant 
Saoretar;y. 

The Board met for the firet time on the date of 1te formation 
and, from that tima until it vaa &\11)8reeded. b;r the paaaage of the Contract 
Settlement Act of 1~, held a total of t valTa -tinge at intervale of 
tvo to three veeke, to consider and act on recommendations made to it by 
ita suboommi tteea. Pursuant to the reoommendatlone made by the Barucb­
Bancook Report on February 15, 1944, the Director of 'War Mobilization, on 
February 21, 1944, issued an order addina to the membership of the Board 
the Attorney General, the Chairman of the 'War Production Board, the Chair­
man of the Board of the Smaller 'War Plante Corporation, and the Comptroller 
General of the United States. The Comptroller General, however, edvieed the 
Director of 'War Mobilization that, for the reasons stated 1n bia letter, he 
had concluded that it would be inappropriate for him to serve aa a member 
Board. 
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At ita first and eocond meetinSe the Boarll c011aidenld the prob- Q 
leu of organiz,atton and procedure. It 11aa aareed that it could tunotion 
moat effectively through the creation of a number of eabca.attteee, cor· 
responding to the several groups of problema that vera apparent; that these 
eubcommtttees should be composed of the representatives or the e1x (liter 
nine) member agenctoa moat familiar Yitb t he particular probleu involved; 
tbat those aabcommitteea should formulate and draft policiee to be brought 
before the full Board for ita consideration llhen agreement bed been reachad 
or Yhen pointe of disagreement bad been established. !line each eabcaait· 
teee vera altimately f onood to deal Yith the tolloYing subjects : Contract 
Cleaeee; Property Removal; Facilitiee Removal; Termination Accountine; 
Organiution, Procedures and Appeals; Legislation; Reconvereioo Coate; 
COIIUlBnY·Yide Settlements; and Interim Financine. 

To 1naare that the activities of the varioaa sabcommitteea ehoal d 
form part of a consistent progl"8l!l, liaison among t hem vaa maintained t hroagh 
the Chairman and the Secretary of the Board. The chainoon of the individual 
aabcommitteee vera in moat cases appointed by the Chairman of the Board from 
amana tho repreaentativea of the member agencies, and consisted or the follov­
ing: 

Contract Claaaea, Mr. John Kenney, of the lla'Y)" Depe.rtllent. 

Property Removal, Mr. llilliam L. Marbary, of the liar Department . 

Fac i lities Removal, Col . Homer Jones, of the liar Department. 

Termination Accounting, Comdr. J. Harold Stewart, ot the Navy 
Department . 

Orge.nhaticn, Procodares & Appeals, Col. Miles Reber, leter 
Col. 111ll1am H. Draper, Jr., ot the liar Depe.rtllent. 

Legislation, Mr. John H. Hancock, of the ~ice of War lt;)biliz,ation. 

Reconversion Coots, Mr. Carman Blough, of the War Prodaction Board. 

Company- wide Sottlomonta, ~~ . Robert E. McConnell , of the Treaaary 
Department . 

Interim F'in&ncing, Col. Paul Cleveland, of the War Department. 

In ordinary coarse, particular sabJecta vere referred by the tull 
Board tor the consideration of tho appropriate eubcoamittee. When that eab­
committee reached a conclusion, it referred to the Chai rman or the Board a 
draft of propoaed policy or alternative drafts on disputed pointe. The 
Chairman t hen laid the matter before the Board 11ith hie rec~ndation. 
After the Board bad voted on the proposal, the Chat~ recommended i t for 
the approval of the Director of liar Mobilization; and formal action vae 
taken by means of a Directive from that office. The six Directives die· 
caeaed belov vera 1eaaed, each parauant to the ananimoaa recommendation of :} 
the Board. 
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Directives 1, 2 and ~, dated re"~'"" l.hely January 8, February 24 
and May 2, 19~~. (See Appendix B) made effective and interpreted the Uni ­
form Te~nation Article for Government Fixed Price Supply Contracts and 
the Statement of Principles for Determination of Costa upon Te~nation 
of Government Fixed Price Supply Contracts. 

For a number of months prior to the,organization of t he Joint 
Contract Te~nation Board, representatives of the War and Navy Departments 
and of the War Production Board bad bean at work on a uniform provision 
covering t he te~nation of contracts for the convenience of the Government. 
This work had involved extensive consultation with industry and had gone 
far to develop the principles which should govern methode of, and compensa­
tion for, te~nation of contracts at the option of the Government . At the 
first meetins of the Joint Contract Te~nation Board, it wae agreed that 
discussions on this subJect must be brousht to a quick conclusion; and the 
matter was accordiOSlY referred to the SUbcommittee on Contract Clauses. 
This Committee, which included much of the pe~aonnel that had·participated 
in the prior etudiea , recommended to the Board on December 31, 1943, a 
uniform te~nation article for use in fixed price .contracte for the manu­
facture of war suppliee in the United States, and a statement of principles 
for dete~nation of coats, which vas incorporated by reference in the 
Termination Article. 

The Article pe~tted te~nation of work whenever the contra¢t­
ing officer dete~ned it to be in the beet interests of the Government, 
and described in eome detail the actions to be taken by the contractor in 
stopping work , te~natins subcontracts , and takins other necessary steps 
for this purpose. I t then provided that the contractor and the contract­
ins officer llisht 88l"ee upon the whole or any part of the amount to be 
paid to the contractor by reason of the t ermination . In t he event of the 
failure of the contractor and th• contracting officer to reach such an 
agreement, the Article included a formula pureuant to which the contractor's 
compensation vas to be determined. This formula provided for t he payment 
to t he contractor of the contract price for completed articles accepted 
by the Government or sold or retained by the contractor; hie coste of other 
work in process at the time of termination; a profit on these costa in an 
amount not in excess of 6 percent, with a lower rate of profit on the coat 
of materials not processed by him; bia · coata of settling claima under 
terminated subcontracts; and hie reasonable expenses in making settlement 
and caring ~or Cove rnment property. 

The Termination Article also, included a provision tl1et determine­
tiona of coat under the formula should be governed by the Statement of 
Princi~lea for Determination of Coate upon Termination of Government Fixed 
Price Supply Contracts . This Statement declared that such coste were in­
t ended to be those ' sanctioned by recognized commercial accounting practices, 
including direct and· indirect manufacturing, selling end distribution, ad­
ministrative and other coete incurred which were reasonably necessary for 
t Ld performance of the contract and which were properfy al locabl e to it. 
The Stat·ament indicated in addition the treatment to be g1 ven to certain 
particularly significant items of cost, including common inventory, de­
preciation, lose on epactal facilities, initial coste attributable to the 
entire contract, end other specified items. 
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Purauant to the unanimous approv&l of the Boerd, the Uniform 
Terminati on Article and. tbe ~cCIIIpanying Statement of Coat Principles vere 
made effective by Directive 1 of the Office of War Mobili~ation, dated 
January 8, 19411 . It vae aareed by the Boerd, hovever, that, tor vc>ri oue 
reasons, certain types of contracts ~ere unsuited to the inclusion of the 
Uniform Termination Article. Accordingly, on February 24, 1944, the 
Direct or of War Mobilization issued Directive 2 (See Appendix B, 
Exhibit I) , exempt ins from mandatory uee of the Article contracts in the 
toll oving categories: Contracts for leas than $,0,000, and those for 
leea than $500,000 providing tor delivery vithin ai.x months; lettere of 
intent and other prallmlnary arrangements vhich contemplated the eub­
eequent execution of fo~l contracts; contracts betveen Governmo~tel 
bodies; contracts for the purchase of by-products or co-products vhoae 
coat could not be separately ascertained; arrangements vbich, although 
made in the name of the Government, are in effect subcontracts rather than 
prime contracts; contracts intended to exclude profit; and requirement or 
open-end contracts. The terms of t he Directive made the use of the Arti cle 
mandatory in a l l other fixed price contracts entered into by the member 
contracting. agencies for the manufacture in continental United States of 
var supplies and equipment unless the particular contract vas exempted by 
the Office of War Mobilization prior to ita execution. The Order also 
required all other Governmental aaenciea to uee the Article in their var 
contracts of the t1J)8B above described vhenever it deemed such uae to be 
feasible . 

In the period immediately follovins the promulgation of the 
Uniform Article , certain queeti onp vera raised regarding t he proper 
interpretation of some of i te provis ions . On May 2, 1944, pursuant to 
prior action by the Board, the Direct or or War Mbbilization i ssued 
Directive Order 4 (Appendix B, EXhibit III) for the purpose of clari­
fying these questions, that dealt vith four technic~l pointe : the 
extent to which the Article required prime contrectora to transfer to 
the Government rights under terminated subcontrecte; the extent of the 
Government's obligation, in the case of a formula settlement, to accept 
delivery of and pay at the contract price for articles completed but not 
delivered at the date of termination; the extent to which Judgments 
against the prime contractor on terminated subcontracts ~ould be regarded 
ae fixins the liability of the Government to reimburse the prime contrac­
tor; and the scope of the provision permitting the Government to vithhold 
from the prime contractor amounts corresponding to the unpaid c laims of 
subcontractors or suppliers. ' 

' 

Directive Order } (Appendix B Exhibit II) of the Office of War 
Mobilization vas alae issued on May 2, 19411, and dealt with the Jurisdiction 
of the Joint Contract Termination Board and the Surplus war Property Adminis­
tration over policies governing the price at vbich contractors' i~ventor1es 
allocable to terminated contracts might be sold. Pursuant to the recommenda­
tions of the Barucb-l!aneock Report, the Surplus War Property Adminiatrat i on 
had been created on February 21, 19411, by Executive Order 9425 to coordinate 
and unify Governmental policy in the disposition of various types of war 
surpluses . The Executive Order creating this Administration did not ex-
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pressly confe r upon it Jurisdiction over tho price at which contractors ' in-
ventories involved, in termination settlements should be eold. Ths d1epos1- ~ 
tion of such inventories vas, however, eo closely related to the disposition 
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ot other identical or eiml.lar eurplua propert;y, that tile pri~ pol1c1 .. in 
the tvo t1elde needed to be coordinated by a einele e.sency. Aocord.ingly, 
the Joint Contract Termination Board unanimouel;y resolved to delegate ita 
authority over such pricing policies to the SUJ11lue War Propert;y A4m1n1a-
trat1on. · 

Directive 5 (APPendix B, Exhibit IV) vae l1DY1M iMued on 
Ma;y 2, 19'1l!. It dealt v1 th tvo subJects: the general principle a sovern­
ing the orsenization wh ich should be maintained b;y the contracting aeenciee 
to settle terminated var contracts; and the extent to vhich contractor&' 
termination eettlemonte should be revteved vithin the asenc1ea. 

Tho atatemont regarding organization emphaeitod the necessity 
tor providing adequate numbers of trained peraonnel and for the ef1'i c1ont 
use of available pereonnel by cross-delegations and exchange of 1ntormation. 
As to heedquartera organization, it dealt vitb the necoaaity tor adequate 
control by means of statistics and adequate supervision to maintain uni­
fomt ty. Aa to organi:r,ation at tho negotiatine level, the statement pointed 
out that contracting officer& negotiating termi.nation settlements must be 
properl;y supported by qualified technical personnel; that in acme caeos tho 
moat effective use of such technical personnel could be achieved b;y asai en­
ing 1t to the plants of particular contractor& to act on behelt ot all 
agencies; that personnel engaged in procurement should be utilized to the 
extent feasible; that tho related function or the diepoeition of property 
arising out of contract terminations might be pertomed either b;y personnel 
under tho oupervision of the negotiating officer, or by a eeparate o:J:'I!ISD1r.a­
tion, according to the neoda of the particular contracting e.senc;y; and that 
the extent to vhich operations ehould be decentralized should take into 
account the needs of contractors as well ae the necessity for a Judicious 
use of contractins agency personnel. 

Tho atetament coverins reviev or contract termination eettlementa 
advocated the fullest practicable uae of negotiation to arrive at epeed;y, 
final determinations. It recogn.ized the need, consietontl;y vith the foro­
going, to maintain proper control over such settlements by adequate reviova. 
To this end it required each procuring agency to esteblieh one or more settle· 
ment reviev boards, ~&centralized to the maximum practicable extent, and 
provided that no negotiated settlement of any prime contract or subcontract 
should become final without reviev by such a board, if it involved a groee 
amount of $50,000 or more, exclusive of payment for c~letod articles at 
the contract price and exclusive of eettlomonts vith subcontractors. 

Directive Order 6 deted ~¥ 29, 19114, mads effective an approved 
term1nat1on provision for use in fixed price orders or subcontracts for tho 
manufacture of supplies Si ven to subcontractors b:f' holdere of Government ver 
contracts, as vall as a statement of policy concerning the settl ement of claime 
under such orders and subcontracts. 

Discussions had token place among tho contracting asencies for a 
number of months about the deeirabili ty of establishing a unifona baaie for 
tho eettlomont of subcontracts under Government prime contreote. It had been 
concluded that it vas impossible to prescribe a mand.ator;y clauee for uee in 
subcontracts vithout oeriouel;y interfering vith prociU'elll8nt. It vas tho gen­
eral belief, however, that uniformity and speed in the settlement of subcontract~ 
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would be materially promoted by the promulgation of a recommended sub­
contract termination clause, embodying 1n abbreviated form the principles 
of the Uniform Termination Article for uee in prime contracts. Accord­
ingly, such a termination clause vas unanimously propoeed tO the Director 
of War Mobilization, accompanied by a statement of principles governing 
the approval and reimb11reement of subcontract settlements. 

This etetemant declared it to be tba policy of the Government 
to favor the settlement of subcontracts on tbe basis of the recommended 
subcontract termination article, whether or not the particlllar subcontract 
contained the article. The statement further recognized the fact that it 
would be impracticable for Government personnel to review all contract 
settlements in all tiere in view of their enormous number; and that great 
reliance must therefore be placed on the reviewe made by contractors in 
higher tiers . For the same reason, it authorized the contracting agencfee 
to delegate to prime contractors and subcontractors, whose methods of mak­
ing settlements had been reviewed and found adequate, the authority to make 
final settlements of the c laims on their subcontractors. 

In addition to the above-described actions of the Joint Contract 
Termination Board which were formalized by directive of the Office of War 
Mobilization, tvo other statements of policy received the unanimous approval 
of the Board: one dealing vi tb tbe removal from· contractors' plants of in­
ventory attributable to terminated war contracts; and the second dealing 
with the means of providing war contractors with adequate interim financ­
ing between termination and final settlement. 

The stat ement of policy as to removal and disposition of property 
in connection with contract termination approved by the Board on December }1. 
194}, was published as. an appendix- W--the-~ch-H.ancock report. It 
recognized the necessity of prompt clearance from contractors' plants of 
completed articles, component parte, work- in-procese, raw materials and 
equipment, to facilitate continued var production as well as speedy recon­
version to peace-time manufacture. For this purpose it recommended that 
broad powere of disposition of such property be vested in the procuring agen­
cies, and that a central agency b~ designated to vbich might be transferred 
property not di·epoeed of by the procuring agencies and no longer required 
by them. The statement likewise provided for the eubmieeion to the govern­
ment by the contractor of lists of such property in hie possession upon the 
termination of a war contract. It also imposed upon the contracting agency 
the obligation to remove from the contract's plant, at the expiration of a 
sixty-day period, all l isted property which the contractor had not either 
previously disposed of with .the approval of ~be contracting agency or 
elected to retain. In t he event that the GOvernment failed to remove the 
property within this period, the contractor was to be allowed either to 
store it on his own premises, or to remove it and store it, at the expense 
of the Government in either event. The statement also included general 
principles to govem the price at which the contractor was to be permitted 
to retain such property or sell it to others. 
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The above-described statement covered only t~~ disposition of 
termination inventory, and excluded from ita scope government-ovnod 
facilities or production equipment in contractors' plants. A eubcommit­
tee of the Joint Contract Termination BOard ~as formed to consider the 
latter subJect. It had not concluded its vork at the time when the Con­
tract Settlement Act of 1944 became effective, but, at the request of the 
Director, continued its deliberations, ~hich culminated in Regulation 
No. 4 of the Office of Co.ntract Settlement (Appendix B, Exhibit VIII) . 

On February 4, 1944, tho Joint Contract Termination Board un­
animously adopted tho statement of pol1cy on termination financing, vhich 
Hke~ee appeared oa an appendix to tbo Borucb-Bancock report. Tbie etate­
ment recognized tho nocoesi ty of logielat1on before it could be made fully 
effective. Tbo nocoeeary legislative authority vas not secured until the 
passage of the Contract Settlement Act of 1944, and the statement of policy 
vas never, therefore, promulgated by directive of t he Office of War MObilita­
tion. 

The statement paralleled closely the provisions for interim 
financing subsequently included 1n tbe Act, both as to partial payment and 
as to guaranteed loans. It recomo:ended that prompt payment bo made for com­
pleted articles undel1verod at the time of termination; and that, ~thin 
thirty days after the receipt of the contractor's certificate setting out 
his estimated coste, the contracting agency should advance 100 percent of 
the estimated f actory cost of bie inventory, 100 percent of hie advances 
to subcontractors, and reasonable percentages of his other coats, but not in 
excess of 90 percent of the contracting agency's estimate of hie entire claUa. 
The statement also recommended the establishment of a system •of guaranteed 
loans to finance termination claims, similar to tbe V-toane used to finance 
production. In aid of the entire interim financing program, it :rocoi!IIDBnded 
also tho allowance of interest on unpaid balances of contractor&' clailiLB. 

An account of the activitiee of the Joint Contract Termination 
Board would not be complete Vi thout a reference to its participation in tho 
hearings and dieeuoeione leading up to the enactment of tbe Contract "Settlo­
IIIOnt Act of 1944. A aubcOIDlli ttee on legielation vas created for the purpoeo 
of quickly coordinating the op1n1one of contracting agenciee on the numerous 
questions of policy concerning tbe propoaed legislation which vere raised at 
various stages of ito consideration by tho Senate Committee on Poet-War 
Planning, the Senate Military Affaire Committee, the House Committee on Post­
War Planning, tho Bouse Judiciary Committee, and the Conference Committee. 
This work involved numerous eeeeione of the eubcommittee, and consideration 
of maJor policy ieeuee at several mee~ings of tbe Board i teolt. 

In addition to the foregoing matters, vhich resulted 1n final 
action during the perind of the existence of the Joint Contract Termination 
Board, reference should also be made to five other subJects which l~ceived 
exter.ded consideration by subcomittees of the Board or by tho Board itself . 
These a~ the adequacy of existing provisions covering contractors' coste 
or reconverting their plant to peace-time productior; the feasibility and 
desirability of diroct settlement by the Government of all or a substantial 
part of the contracts and subcontract& of a particular contractor vith various 
procurement agencies and customers; tho dovelopo:ent of uniform fonns for use 
by contractors and subcontractors in the eettleo:ent of their termination clei1411 
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the develo~~nt of coat memoranda elaborating the Stete~nt of Coat 
Pr1nc1ploa; and the development of etandarde to guide the negotiation of 
ee t Ueunte. 

A eubcOttmlttee of the Board vae forud to consider the question 
of reconversion coste. After extended delivoration, it recommended to the 
Chairman of the Board that, In view of other gove~ntal policies, pri­
marily those applied In 1enegot!ation and thoao of the tax lave permitting 
t ho carry-back or carry-forward of loPaoa for a period of t wo years, addi­
tional provision should be made for reconversion coste only in hardship 
caaoa . 

Anothor subcommittee vas formed for the purpose of considering 
tho possibility of providing for tho settlement of some or all of the claims 
of a particular company under prime contracts and subcontracts vitb different 
procurement agencies or customers . A difference of opinion among the agen­
cies developed as to the practicability and desirability of thie means of 
eotUing clalme. The subcollJ!littee submitted to the Chairman a report advocat­
ing the adoption of this method of settlement but reflecting also the vieva 
of tho agencies vhich doubted Ita practicability. To resolve the conflict 
of opinion thus presented, the War and Navy Departments initiated certain 
ex~rimente with a limited number of companies to teet the workability of 
grouping prime contracts and subcontracts for the pur~oee of settlement. 
Thoao experiments were incomplete at the time when the Joint Contract 
Termination Board ceased to function. 

The subcommittee formed to consider questions relating to 
organization, procedures and appeals took under consideration the advisability 
of developing forme, wh ich would be uniform for all contracting agencies, for 
all prime contractors and subcontractors in submitting their claims. Two 
sets of such forme were developed, which ware put into experimental uso by · 
the War and Navy Departments, to obtain the data necessary to establish the 
moat a ppropriate forms for general use. This experimental period had not 
ended vhe~ the Contract Settlement Act became effective . 

The eubc~ttee on termination accounting held a number of meet­
ings to consider ar.d formule'te a series of cost memoranda interpreting and 
clarifying various provisions of the statement of cost principles announced 
In connection vi th the uniform termination article. These costs memoranda 
were likewise in tentative form at the effective date of the Contract Settle­
ment Act. 

The subcomittee on contract clauses devoted several meetings to the 
problem of the standards t hat should be applied in the negotiation of settle­
monte, a matter left open by the provisions of the uniform termination articl~. 
Differing opinions developed as to the degree to wh ich the provisions covering 
formula settlement should controll the negotiation.. These were reflected in 
al terne.t1 ve drafts eubmi tted by the subcommittee to the Chairman of the BOard. 
This problem required reconsideration in view of the terme of the Cont~ct 
Settlement Act before the standards governing negotiated settlements could be 
announced in Regulation No. 7 of the Office of Contract Settlement (Appendix B, 
Exhibit XI). 

The records of the Joint Contract Termination Board and the utters 
in process in the Board and ita eubcommltteea were made available to the Office 
of Contract Settlement upon Its organi~ation . 
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ORCANIZATION OF MAJOR OONTRACTIIC AGXNCIJIS 

The "doine of the Job" of contract termination and settle­
ment falls upon the contrecttne agencies. However firm end sensible 
the policy decisions may be at staff levels, the test comes in the 
performance c2 actual terminations and settlements . The quality of 
the program is ultimatel,y governed by the adequacy, 1n quality as veil 
as quantity' of the personnel and management of the operating un1 te of 
the contracting agencies. The huge and compl&x tasks of developing 
organi:tation, devieing procedure, recruittne and training staff, and 
fonnulettne detailed policy for the settlement of cleime under ter­
minated contracts fall upon the procurement agencies . The efficacy 
and speed with which the various phases of settlement ere carred on 
depend i .n large measure upon the manner in which the individual con­
tracting agencies cope with these problems of administration . 

? 7 

. In deeliilg with these matters the individual agencies of 
practical necessity must be permitted broad discretion within the 
general standards fixed by the -Contract Settlement Act and the regule­
t tone of the Office of Contract Settlement. Administrative errange­
mente for contract settlement were 1n proceee of development long before 
the passage or the Contract Settlement Act. Almost from the beginning 
or war production the procurement agencies had to handle at least a 
small load of settlement work. Mechanisms for dealing with this flow 
of claims were developed . As the time for large-ecsls terminations 
approached, emphasis in orgsni~stional planning came to be placed upon 
preparations for large-scale operations. 

A. War Department 

Among the major contrecttne agencies, the eettlement problem 
first became of Significance 1n the War Department. Coneequentl,y it vas 
the first agency to give systematic attention to policy, organi~ation, 
the procedure for contract settlement. In the summer of 19~1 the War 
Department, in the course of a revis ion of ita contract forme, adopted a 
new termination article refl ecting departmental policies on the eettle­
ment of fixed-price supply contracts canceled for the convenience of the 
government . This termination article was revised from time to time. In 
October, 19~2 the principle of negotiated settlement was introduced into 
tha termination article. Experience vith the War Department termination 
article contributed to the formulation of the uniform termination article 
for fix.ed-price contracts, later 111840 1118.Ddatory for all agencies by the 
Office of War Mobili~ation . Settlement under the termination clause wee 
first handled ae an incident to procurement; but as the volume of termina­
tions grew, it became nececcaary to develop more elaborate organi~ation, 
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procedures and 1nstructioll8 l'esat·dtns outt l""'ent. Thia trend va& 
reflected in tho comprehensive statement of termlnatlon poltcy and 
procedure iaeued by the Department in Ausuat 1~:5 with subsequent 
revisions. 

Department-vide policy on contrac t sattlecunt mattare 
tlova frCID the ReadJustment Division. The tormuletion of policy 
rasardins settlements within the War Department is a reapoll8ib111ty 
of tho Director, ReadJustment Diviaion, Headquart~ra, ~ Service 
Forcee, "actins under the supervision of the Director of Materiel 
in matters relating to the ~ Service Forces, and as the Special 
Representative of the Under Secre~ry of War in matters relating to 
the Army Air Forces."* Centrellzation of policy formula tins responsi­
bility in the ReadJustment Division is accompanied by a hi8h desree 
of decentralization of actual edministration of contract settlement 
to the chiefs of the technical services, i.e., the Ordnance Department, 
the Sisnsl Corps, the Corp~ of Ensineera, the Chemical Warfare Service, 
the Medical Department, the Quartermaster Corps, and the Tran~~ortation 
Corpe. 

The ReadJustment Division settles no contracts; it formulates 
policy in eccordance with which the oparatins unite make settlements. 
In general, the functions of the RaadJuatment Division are those 
aussaeted by the Joint Contract Tarm.ination Board 1n May, 1~:5 tor 
"control organizatioll8" to be astabliahod in each asency to supervise 
ta.11ll.nstion activities and to see th11t $Overnment•w1de pol1c1oa ware 
carried out within the agency. The ;funct1oll8 of the ReadJustment 
Division are performed through several bre.nches. The Contract Settle­
mont Branch formulates policies and procedures for the settlement of 
terminated contracts. In developing policies, the Branch works with 
asencies outside the Department, such as the Office of Contract 
Settlement, end with other unite of Headquarters, Army Service Forces. 
Ita relatione ere particularly cloes vith the Office of the Fiscal 
Director which baa overall responsibility for eccountins 1n the~ 
Service Forces end also is concerned vith interim financins. The 
Property Disposal Branch develope policies soverntns the disposal 
ot property surplus to War Department needs 1nclud1ns that which 
roeulte frCID the termination of contracts. War Department pol1c1oa 
on this subJect ere stated 1n ita Procurement Resulet1on Ho. 1 · The 
Control Branch develope forme. It receives reporte from the technical 
aorvicoe on progress in the termination and settlement of contracts 
end consolidates end analyzes these data to aid tho Division 1n eval­
uet1ns the work of the technical eorvicaa. A Trs1nin8 Branch is re­
sponsible for the sup~rvieion and coordination of methode used by 
the centralized schools of the Depart:nent end by the technical services 
in the tra1nins· of government end contractor personnel in the problems 
of contract settlement. 

Responsibility for settlement of claims, within the limite 
of tho general principles prescribed by Procurement Regulation No. 15, 
is delegated to the chiefs of the technical services of the ~ Service 
Forces end to the Col!IIIIAndins General, ~·Air Forces, who are empowered 

*Procurement Regulation Ho. 15. 
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furthel" to .!elegat.e aettlecent authorit7 to their subol-dinates. ])) 
the assignment of dutiee within the technical services, the chiefs 
possess sufficient discretion t o adept tbeir organ1~etionel arrange­
ments to the peculiar requirements of each service. Certain department ­vide r equirements, however 1 must be m.et by each technical service. 
Bach technical service, for example, liiUSt establish one or more 
eettlement review boerde fol" the purpose of revieVing a~ttlemente 
proposed by negotiating officera. Department policy requires t~3t 
proposed settlement.s providing for the pe;yment to eny prime contt ~ctor or to any subcontractor of an amount in excess of $25,000 be examined 
by such a review board prior to approval . Additional types of review 
ere provided for settlements 1n oxcess of $,00, 000. These review practices ere in accord vith general standards set by the Joint 
Contract Termination Board in May 19~3, end subsequently by Congreoe 
in the Contract Sett lement Act . 

Although the organization for settlement vork varies in detail among the technical services, each baa at i ts headquarters a staff unit v ith responaibility for developing auch supplement ary instructions to those contained in Froourement Regulation 15 as may be necessary, for 
developing organization and procedures for settlement within the 
eervice, for collecting and analyzing data on progress in settlements by the subdivisions of the service, for staff aasiatence 1n the super­
vision of settlement operations, and related matters. These staff 
units aid the chief of the technical services in the supervision of 
settl ement work whio is ordinarily decentralized, either geographically or functionally, to subordinate divisions of the service . 

In the Office of the QuartermASter ceneral, f or example, there ia a Contract Termination Branch of the Procurement Division which 1a reaponeible for the supervision of aett lemsnt work. This ia handled 
in tbe main by the five ·Depots in Philadelphia, Jersey City, 
Jeffersonville, Chicago,: end Boston. The Contract Termination 
Branch iasuea instructions to the Depots l"egerding organization and 
procedures tor termination, receivea end anely~es reports on pl"ogress by the Depota, makes checks of progress by the Depots i n aettlement, 
i nterim financing end property disposal , and assists in erl"anging 
tra1ning programs for Depot and contractor personnel. The Legal 
Branch end the Coat end Price Anal ysis Branch of t he Office of the 
quartermaster cenerel alao have certain reaponsib111tiee in the 
reviev and aupervision of the vork of the Depots . Another feature 
of the OQMC headquartera orgsnizetion is a Settlement Review Board 
whi ch reviews proposed sett l ements involving i n exceas of $100,000 

. forwarded to it from the Depots. About 99 percent of ell claims are 
settl ed finally at the Depots. Bcvever 1 the Board doe a examine an 
ita ovn initiative sample settlement agreements involving lese th~ 
$100,0001 not vith the obJect of reviaion but ea a means of superviaing Depot operations end of determining t he need for changaa in policy and • 
procedure. 
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In the Ordnance Department the organization in the Office 
of the Chief of Ordnance is broadly similar to that described in 
the preceding paragraph. The Contract Termination Branch of the 
Legal Division is charged with staff responsibility for contract 
settlement. The rules of Procurement Regulation 15 arP interpreted 
and supplemented by this Branch end issued for the guidance of the 
Ordnance Districts ae Ordnance Procurement Instructions . The Branch 
examines problema brought to its attention by the Ordnance Districts 
and makes suggestions to the Districts for improvements in organiza­
tion and procedure. 

Although there are variations in detail, each of the other 
technical services has at ita headquarters an organizational unit 
with responsibility for assuring administration of settlement within 
the service in accordance with departmental policy. Below the 
Washington headquarters of the technical eerv.ices, organization for 
settlement work varies with the structure of each service. A 
description of the chief general ~ of administrative arrangements 
of the technical services' organizations for settlement may be usefUl. 
One type of organization is exemplified by that of the Ordnance 
Department which bas divided the country into thirteen Procurement 
Districts, each of which baa final responsibility for the settlement 
of terminated ordnance contracts held by contractors located within 
the Distri ct. Among the districts there is further diversity in 
organization. In moat Ordnance Districts there are certain commodity 
branches -- smAll arms, artillery, tank-automotive, and ammunition -­
with responsibility for procurement, inspection, and production 
engineering. In some districts each of these commodity branches bee 
a termination section with responsibility for settling canceled 
contracts over which the branch has jurisdiction. In other districts 
a single termination brangh settles all contracts canceled within· 
the District regardless of the product involved. Each District has, 
in keeping with departmental policy, a settlement review board which 
examinee proposed settl ements end recommends action to t he District 
chief. 

Another type of organization below the technical service 
headquarters level is illustrated by the Signal Corps, the principal 
operating unite of which are three districts - - Dayton, Monmouth, 
and Philadelphia. Unlike the Ordnance Districts, the Signal Corpe 
Districts are specialized by commodity rather than by area. The 
Dayton district, for example, procures airborne radio equipment from 
plants all over the country while the Philadel phia office buys all 
ground radio equipment except radar. In a sense, then, Signal Corps 
procurement is centralized in a number of places outside Washington. 
Subject to supervision fran the Office of the Chief Sisnal Officer 
in Washington, the district offices terminate and settle contracts. 
In each district a review board examinee proposed settlements 
involving more than $25,000 while proposals of over $500,000 ere 
transmitted to Washington for review by the Settlement Review Com­
mittee in the Office of the Chief Signal Officer. Under the type of 
organization prevail ing in the Signal Corps a situation can arise in 
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plant. Procedures exist for the aaeignruent to such plante of a single teem to act for all district offices in the settlecent or canceled contracts for eisnal equipment. The technical services or the Department In their form of orgenhetion for procurement end contract settlement fell broadly into the tvo classes typified by the Ordnance Department end the Sisnsl Corps. 

Throush the evolution of organi~ation since the settlement problem became or impor tance, there baa evolved an elaborate machin­ery vithin t he Department to fonnulate at top levels policy on settlement, to transmit 1netructions to the technical ser~ices, and to supervise and review the vork or aettlemont at the operat1ns levels In the services. All this haa resulted in substantial accomplishment by vay of preparation for coping vith larser settle­
ment loads . 

The liar Department organi:tation for eettlement, as in the case of all the contrectins esencies, is constructed on the principle that the unit which placed a contract should settle ~t. To a smell degree modifications of the vertical system have occurred vi thin the liar Department to m1nim1~e the duplication of effort and ccnfusion that may occur when several subdivisions of a department have con-tracts vi th a single plant. The arrangements vi thin the Signal Corps to assign plants to a single district office for settlement of all claims under contracts for aisnsl equipment have been noted. In addition, procedures exist and have been used to some extent to assign a plant to a single technical service for accountins reviev and disposal recommendations under ell liar Department contracts regardless of the 
technical service of origin. The War Department and the !levy Department are oettlns up joint Termination Coordination Coomitteea in appropriate regions of the country to cooperate and to Insure uniform! ty of pro­cedure. These committees can in special cases allocate a contractor to e particular service or department and the other services or departments may rccognir.e tho audita and tLe disposal recommendations of tho service assigned. This nev development shove promise of e1mpl1fyins many other­viae complicated caaee. If it proves lls eucceaeful ae hoped, it may 
elimir.a~e a Rreat deal of duplication .. 

B, Navy Department 
The broad structure of the Navy Department for the settle­ment of contracts conoiete of a policy formulating and supervisory 

unit at a hioh level with the actual settlement of contracts veetod in the various procuring aubdiv1e1ono of the Departmel}t. Procedure a 
and ~chinery for settlement have, ae ie general, been grafted onto the procuring organJ~ation, The chllracterist1ce of the settlement 
organ1~ation are, therefotu, derived from the procurement machinery. The fairly high degree of central ization in Navy Department procure­
ment practices are thus reflected in the settlement machinery. In general, the Navy Department has not found it necessary to lnotaJ.l very elaborate admln1etrati•e machinery or to t rain a very large staff. Ita settlement load !s comparatively small and the expectation is that a sharp upturn 1n terminations vill occur, if at all, much later than In the War Department procurement program. 
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The Industrial ReadJustment Branch of the Office of Procure- (' 
ment and Material is vested w~th general responaibilit,y for the J 
establishment, s upervision, and coordination of policies and pro-
cedures in the Navy Department relatina to contract settlement, 
property disposition, end related matters. This Branch, which ie 
under the direction of the ABeietant Chief of Procurement and Material 
for IndUstrial ReadJustment, was established in November 194}, and 
superseded earlier aeeignmente of responsibility for policy supar-
vi.s ion of contract settlement which ie carried on 'Jy the Bureaus of 
the Navy Department, thll Coset Guard, and the Marine Corps. The · 
Branch ieeuee departmental policy instructions, receives reports from 
the Bureaus on prosress in settlement, and all Bureaus have been in-
structed to submit to it for approval, before issuance, directives of 

·general application on contract settlement and property disposition. 

Responsibility for the application of settlement policies 
in particular eases reate i .n the 1>rocur1na Bureaus. SubJect to 
certain broed policies of department-wide application, the chiefs of 
the Bureaus have discretion in making internal organizational arrange­
mente for settlement. Among the more illq)ortalit of these general 
requirements ie that each Bureau have one or more review boards to 
examine propoeed settlements U the 118Sl'es&te IIIIDunt to be paid 
uceeds $.50,000. However, ..,ttl-te involvina $.500,000 or more 
-t receive the approval of the chief of the Bureau before pqment 
ie •de. In add.ition, eech Bureau chief awet eetablisb procedures 
b7 which cC!J1tractore JM:T appeal the determinatione of contracting 
officere . 

The desree to vhicb ..,ttl~t authority ie decentralized 
dittere U10J18 the Burea\18 of the Department. 'nle eettl-nt of!iciala 
of the Bureau of Shipe and the Bureeu of Ordnance are located at 
heedq~artere. The Bureau ot Aeronautics, however, baa decentrali:r.ed 
eettl•ent authorii;J to ita three dietrict otficee at lfev York, 
DaTton, and Loa Angelee. In each dietrict there is a board ot reviev 
vith authorii;J to approve eettl-nte up to $.500,000; propoeetl settle­
mente involving B\118 in uceee of that UIOunt are tranelDitted to 
Wuhington for reviev. The Bureau of Supplies and Accounts baa die­
tributed ita reeponeibilitiee tor eettl~t in accordance vith the 
aeal.gmlenta of procurement c06nizance. The Bureau in Waehinaton 
settles contract. •de in Waehington vh1le nineteen of!icee outeide 
Waehinaton eettle claime ariaina under contract. vhich they placed. 
At theee officee there are reviev board& to exa•tne propoeed settle-
mente. S11Dilarq, the Bureau or Yarde and Docll:e baa delesated 
settlement reeponaibil11;J to ita AdVIUICe Jlue Depe.rWent in Chicaao, 
vbich handlee procur-t tor thie aspect of the Bureau's program. 

The Navy Department organization is' identical in principle 
vi th that of the War Department i n making the subdivisions of the depart­
ment ~barged vi th procurement responsible also for settlement. However, 
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tho Navy Depart:aont organiza~ion 1nclwloa cortain additional raaturaa 
for vhich there ia no parallel in the War Department. 'Ibe Coet 
Inspection Service, a port of the haadquarters organization of the 
Buraau of Supplies and Accounta, hoe a llavy-vide role in contract 
settlement. The Service adivses ell tho Bureaus with respect to 
eccounti.ng problome arising in controc t torminotions and it may be 
relied on by tho cognhent Bureau to make on accounti.ng rev1ow of 
contractors' claime. Similarly, tho 1napoctora of naval motorial vho 
perform 1.n the field services for all tho procuring Bureaus likewise 
asaiat 1.n the settlement procese. 'Ibe meteriel i.nepector with cos· 
ntzence over a particular plant reviews all claime submitted by the 
plant and furntehos informetion. to the contrecti.ng of:ficer reaerding 
meteriels on band and work in process covered by tho claim. 'Ibe Naval 
Materiel Redistribution and Disposal Agency, generally rof~rred to as 
the NMR&DA, has char go of ell disposal of tormina tion i.nventories end 
aurplua motorial, rogerdloss of the lluroe.u originating the procure· 
mont contract. Tho headquarters of this administration ie in 
Now York City, but ita disposal offices aro located through the 
countey. 

c. Maritime Commission 

Arrangemente for the oottlomant of contracte vithi.n the 
~itime Commission differ considerably from those existi.ng in either 
of the t vo agencies alraady described. The principal characteristics 
o:f the Comm1ee1on•e orge.niZetion for settlomont, as 1.n the case of 
other agencies, ere fixed by the structure of the mochineey for 
procurement. Probably the most noticeeblo difference between the 
Maritime Commission end the War and Navy Depertmento is the hiQh 
degree of centralization of the pover of decision 1.n settlement 
mattero in the organization of the Maritime Commission. 

General responsibility for coordinating and supervising 
activities of the Co.aiaeion in the 98tt,lement of termination claime 
and the disposition ~property ie vested in an assistant to the 
Vice Chairman of the Commission. In the formulation of policy this 
assistant ie edvieed end aided by the Procedure Committee for Contract 
Terminations end CancoikBtione end Surplus Property Disposal, of which 
be serves as chairmen. The committee consists of the directors of 
the Commission div1eione moat concerned with settlement matters end 
other high-ranking administrative officials. It may, vithin the 
general sphere of ita reaponeibil1ty, make such recommendations 
as it deems advisable to tho COIIliiiJsaion and it may also amend or 
supplement the COUDiaaion'e regulations governing settl~ent to the 
extent neeesa8rJ to adJust Cc:mnisaton practice to the requiromente 
of the Office of Contract Settlement. The Commission reserves to 
iteelf the pover to make other types of amondmente . In general, the 
assistant to the Vice Chairman end the Procedure Committee in combina­
tion perform the functions of policy formulation and supervision which 
ere carried on in the War Department by the ReadJustment Division end 
in the Navy Department by the ReadJustment Branch of the Office of 
Procurement and Ma tar ie 1. 
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The negotiation of settlements ie conducted principallJ bJ 
tho Commission's Procurement Division and by its Regional Directors 
or Construction. Each of the Regional Directors (Eaat Coast, 
Philadelphia; CUlf Coast, New Orloane; Great Lakes, Chicago; 
West Coast, San Francisco) has established within his office a 
Termination Section which earriee out the functions or the regional 
office in the settlement of terminated contracts. Those functions 
are limited to the negotiation and determination of settlements on 
claims arising under contracts for the o~tructicn or vessels or 
the construction of shipyard facilities but no such action by the 
Regional Director becomes effective until after review by the Settle­
ment Review Board in Washington. The Regional Director may, however, 
approve conclusively subcontract claims not in excess of $5,000. He 
is also charged with the duty of reviewing termination claims arising 
under contracts placed by individuals, firma, or corporations acting 
as agents for the Commission. Such cla1ms in excess ot $5,000 must, 
however, be presented to the Settlement Review Board for approval. 

The responsibilities of the Procurement Division 1n 
Washington for the settlement of claims relate to contracts placed 
by it for materials, equipment and supplies to be furnished to 
shipyards for incorporation into vessels. The C~ission through 
the purchases of the Division furnishes large quantities of equipment 
and materials to be incorporated into standardized vessels built by 
different yards. To carry out the tasks associated with settlement 
of its contracts, the Division has established a Contract Termination 
S&etion which receives claims and negotiates settlements. The Section 
may utilize the Finance Division to make such audits as are necessary 
and it may call on Regional Direct ors to make examinations of plants 
when necessary in connection with settlement. The final authority of 
the Procurement Division to settle extends only to settlements not in 
excess of $5,000; proposals in larger amounts must go before the 
Settlement Review Board. 

The Settlement Review Board consists of three members of the 
Commission and four subordinate officials of the Commission. All pro­
posed settlements in excess of $5,ooo· are reviewed by the Board which 
in the case of proposals not in excess of $100,000, acta through a 
panel of three or more members designated by the Chairman of the 
Commission. When claims in excess of $100,000 are under consideration, 
a quorum or the Board coneiete or five members including t wo members 
of the Commission. Thus the process of review in the Maritime 
Commission occurs at a higher level in the organization than in the 
other major procurement agencies. The Settlement Review Board also 
possesses certain powers not commonly exercised by such boards. It, 
for example, is empowered to authorite contractors to settle termina­
tion claims not in excess of $5,000 arising under subcontracts. 
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D. Procurement Division-Treasury Department 

The Procurement Division of the Treo.aury Department presents 
yet a~othor type of settloment orsani~ation. With a c~po.ratively 
small load of settlement vork the Div1aion baa not found it neceasary 
to develop a large and specialhed orgen1ution to direct and carry 
on the nosotiation of settlements . Th1a activity tends, ratner, to 
be incidental to the purcheatna activities of the Division vhich 
chiefly oonaiat of procurement .of non-military itema for the Foreign 
Economic Administration. 

In the deveLopment of settlement policy, the Director of 
Procurement ia advised by a Consultant to the Director on Contract 
Settlement. In addition on oettlement policy matters, the Secretary 
of the Treasury has a special consultant. The small-scale operations 
of Treasury Procurement makes it possible to handle policy formulation , .. 
with a small oraenization . 

The actual nesotiation of settlements ie handled by either 
one of two designated officials of the Division, the Deputy Director 
for Operations end the Chief of the Contract and PUrchase Branch, each 
of whom baa been authorized to act ae a "contract1ns officer" in the 
nesotiation of aettlemente. After adviains the contractor of stepa 
to be taken in submittins a claim, the contracttna officer directs 
an inapector from the nearest Division Resional Office to inspect 
articles completed but not delivered and to check the inventory. 
The contractins officer alao has the aaaiatance of property disposal 
staff (usually from the Division's Restonal offi ces) , attorneye from 
the Office of the Chief Counsel of the Treasury, o.nd accountants from 
the Procurement Division 'Price Adjustment Board staff . 

All proposed settlements are submitted by the contractina 
officer to the Contract Termination Settlement Review Board which con­
state of five members and was set up in May 1944 i n conformity with 
policieo developed by the Joint Contract Termination Board. 

B. Contractor Or!!B!Ii~ation 

In any consideration of oraanization for contract settle­
ment eome mention must be made of prime contractors who perform an 
important role in the preparation of claims . In the review of claime 
under subcontracts the termination personnel of those prime con­
tractors authorized to settle euch c laima become virtually an 
extension of the sovernment'a settlement oraan1zation. 
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EXtensive data on contractor organization are not readily 
ava1lable but it ia vall lmovn that 8CD8 contractors have llltlde sreat 
prosreaa 1n ataN'ing termination ~mite and in developing tbeir 
internal procedures tor the preparation of claima. Contracting 
agencies have, vith varJing desreee ot intensity, stimulated and 
pranoted such action by the contractors. The Ar1J13 Air Force a, tor 
example, haa carried on an energetic campaign to i nduce contractors 
to develop ta~tion machinery and baa rated contractors according 
to their degree of preparedness to carry settlement loads. 

0 

The ettactiveneea vith vhich a troublesome part of the 
settlement problem i e dealt v ith v ill depend to a high desree upon 
the extent to vbich the contracting agencies can delegate authority 
to tbe prima contractors to sattle claima under subcontracts. At 
tha praaant ttma, practica variaa among the contracting agencies. 
Tha Maritime COilDission, on application to ita Settlement Reviev ,• 
Board, may authorize contractors to settle claima under subcontract s , 
1t tbe claim does not exceed $!5,000. · War and Navy Department con-
tracting otticras ere permitted to authorize prima contractors t o 
settle terminated subcontracts vben payments of not mora than $101 000 
(vithout deducting disposal credits) are to be made. SUch authoriza-
tions are dependent on a finding that tho prime contractor vill give 
adequate roviav to subcontractors' claims. With respect to net claims 
ot under $1,0oo vhen tho euboontraotor retains or disposes of aU 
inventory, tho ,pt:.o.vJ.o:lona ot lloguJ.aUqp P.. cU'. t4e ,.otfice of Contract C) 
Settlement apply to all contractors. 

) 
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Subject: Uniform Tenrdnation Article 

Office of War Mobilization Directive Order 3. 
Subject: Pricine Policy on Termination Inventory 
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Subject: InterpretatioM of Uniform Termination Article 

Office of War Mobilization Directive Ord&r 5. 
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Office of Contract Settlement Regulation 2 and Standard 
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Subject: Pertial Paymente 
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SubJect: Pre-Termination Settlement Agreemonta 

Office of Contract Settlement Regulation~ . 
SubJect: Plant Clearance 

Office of Contract Settlement Regulation 5· 
Subject: Coat Principles 

Office of Contract Settlement Regulation 6. 
Subject: Settlement of Subcontractors Claima 

Office of Contract Settlement Regulation 1· 
Subject: Fair Celq)enaa tion 

Office of Contract Settlement Regulation 8 and Standard 
Settlement Proposal Forme. 

Subject: Standard Settlement Propoaala 
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Office ~f War Mobilization Directive Orders 1 and 6, iesued r oepec t ively 
January 8, 19~4 and May 29, 19~~. ere not reproduced in thie Appendix ae 
directivee of the Office of l.'ar MobiliZation eince they '>r e contained in 
Directive Order 2 of the Office of War Mobi lization and Regula tiona 5 end 6 
of the Office of Ccntract Settlement. 
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OFFICE OF WAR MOBILIZATION 

D:m&:TIVE ORDER 2 
February 24, 1944 

At the time of the issuance by this Office of the Directive Order 
to all Procurement Agem::iee dated January 8, 1944, which made effective a 
Uniform Termination Article for Government Fixed Price war eupp:Q' contracts, 
it wae stated that certain exceptions thereto were under consideration. 
The Directive Order according:Q' required th.at situations in which it was 
deemed impracticable to use the Article should be reported to this Office 
for further instructions. Such reports havine been made 1 that Order is 
hereby amended to include the following provisions in order to make ef­
fective certain exceptions recomm&nded by the Joint Contract Termination 
Board: 

1. Tha Uniform Termination Article for Fixed Price Supp:Q' 
Contracts, providing for terminetion at the option of ~he Government, 
(which wae promulgated by the Office of War Mobilizat i on in ite Directivo 
Order of January 8, 1944, and which incorporates by reference the State ­
ment of Principles for Determination of Coste upon Termination of Goverc­
ment Fixed Price Supp:Q' Cont racts) will be used, from the dates fixed as 
provided in paragraph 2 below 1 by the War, Navy and Treasury Departments, 
the Maritime Commission, Defense Plant Corporation, Defense Supplies 
Corporation, Metals Reserve Company, Rubber Reserve Company and Foreign 
Economic Adminietration, in all fixed price contracts made by them for 
the manufacture in conti.nentel United States of War supplies and equip­
ment, unless exempted by the Office of War Mobilization prior to the 
execution of the contract; provided that any such department or agency 
mey elect not to use the Article in any of the followine classes of 
contracts: 

a. Contracts for an amount of less than $50,000 re8ardleee 
of the date of delivery; 

b. Contracts for an amount of lees than $500,000 providing 
for delivery within six months; 

c. Letters of intent and other preliminary contractual 
arrangements which contemplate the subsequent execution of 
formal contracts; .· 

d. Contracts of Governmental departments, agencies and 
instrumentalities with instrumentalities of the Government or 
with States or subdivisions or instrumentalities thereof; 

e. Contracte for the purchaee of a material which is 
manufactured either as a by-product or a co-product in an 
integrated operation from a common raw materiel source in 
such manner that· the cost. of its manufacture is not sus ­
ceptible of separate dete~nation; 
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t. Contracts or purchaee ordere • m<le 1n the neme of f\nd 
on bebelt of the Goven1111ent, by a contractor under e cost or 
coat plus contract vi th the Ooun1111ent, for the purchase of 
meteriala, supplies and eqllipment require<! t or or 1n connec­
tion vitb the construction of Goven1111ent ovne<l plante end 
fac1l1t1ee; 

• 
g. Contrecte, inCluding eo-called pool or<lors end com­

lllitment contracts, tor the production of lllBUJriela, euppliee, 
and equ1plll8nt which provide that complete<! items produce<! 
under the contract and furniebe<l to the Government shall be 
paid for at a price intended to exclude profit; 

• 
b. Requirement or open end contracts. 

2 . The article vill be used by the above mentioned agencies 
and departments 1n all contracts executed more than thirty days after 
the publication of the Article and Statement by the ; :· ticular <lepert­
meut or asency, which publication shall toke place as eoon ae practi­
cable. The earlier use of the Article ie optional with the department 
or asency. 

}. Each of the above mentioned <lepartmente or agenciee vill 
give to holders of existtns contracts (exclusive of those within Bn¥ 
cleeeee excepted under paragraph 111 to h) the earliest practicable 
opportunity, by regulation or otherwise, to amend their contracts to 
include the Article, 1n substitution tor Bn¥ existing provision for 
terlllination thereof without regard to default and for the convenience 
or at the option of the Government. 

4. Arr:t other department or agency of the Government con­
tracting for the manufacture of ver supplies end equipment 1n con­
tinental Untte<l Stetes under fixe<! price contracts will uee the Article 
1n eucb contracts wherever it deema such uee to be feasible. 

TIU'l WBJTE HOWE, 

February 24, 1944. 

JAMES F. BYRNES 
Director, Office of War Mobiliu.tion 

NOTE: Directive No. 2 of the Office of War Mobilization in effect super­
seded Directive Order No. 1 which is therefore not reproduced. Directive 
Order No. 2 vee 1n turn amended by Regulation No.>.5 of the Office of 
Contract Settlement. The Uniform Termination Ar11cle referred to in 
paragraph 1 of Directive Order No. 2 is ae follows: 

• 
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UI'IU'ORM 'JDMINATION ARTICLB FOR FIXED PRICE SUPPU CON'IRAC'IS 
?;'l4 

"Article termination at the option of the Government: (a) The 
performance of vork under this contract rtJIJ.f be terlllinated b7 the CoY~rn­
unt in accordance vi th this article in vbole, or f'rom time to time 1n 
part, whenever the contracting officer shall determine any euch terlll1114-
tion ie tar the beet interests of the Coveriiiilellt. Termination of varlc 
hereunder eball be effected b7 del1verr to the contractor of a notice 
of t ermination epec1t7ing the extent to vhich pertormnce of vork under 
the contract shell be terminated, end the date upon vhich such terlllina­
tion ehell become effective. If tarlllination of vork under this contract 
ie simultaneous with, e pe.rt of, or in connection v1th, a general terllli­
netion (1) of ell or eubetentiellJ ell of a group or claes of contracts 
made by the Department for the same product or for close1J related prod­
ucts , or {2) of war contracts at, about the time of, or follawing 1the 
ceeeetion of the present hoetil1tiee, or 801 maJor part thereof, euch 
terlllination &hell on11 be made in e.ccor4ance vith the provisions of this 
article, unless the contracting offic er find& that the contrector ie then 
in groee or viltUl default under thie contrect. 

"(b) After receipt ot a notice ot termination and except ae 
otherwise directed bJ the contracting officer, the contractar eball (1) 
terminate vorlc under the contrect on the date and to the extent epeci~ied 
in the notice of tarlllination; (2) place no further orders or subcontracts 
tor mteriale, services or facilities except as !rAJ be neceBB&rJ for com­
pletion ot euch porti ons of tbe vorlc under the contract aa may not be 
terlllinated; (.3) terlllinate all orders and subcontracts to t he extent that 
they relate to the performance of 801 vork terlllinated by the notice of 
termination; (l,) ·eeeign to the Government, in the ma.nner and to the ex­
tent directed by the contracting officer, all of the right, title

1
end 

interest of the contrector under the orders or eubcontrecte eo ter~inated; 
(5) settle ell claime arising out of such terlllination of orders and eub­
contrecte vith the approve! ur ratification of the contracting officer to 
the extent that he may require, vhich approve! or ret1ficetion shell be 
final for all the purpoeee of this article; (6) transfer title and deliver 
to the Government in the manner, to the extent and et the times directed 
b7 the contrecting officer (i) the fabric.eted or unfebriceted parte, vork 
in process, COIIIPlBted vorlc, euppl1ee, and other material produced as a 
part of, or acquired in respect of the performance of, the vork terlllinated 
in the notice ot termination, and f11) the plena, drevinge, information, 
and othei" proper1;y vbicb, 1f the contrect bad been COIIIPleted 1 vould be re­
quired to be furnished t o the Government; (7) use his beet efforts to sell 
in the manner, to the extent, at the time1 and at the price or price& directed 
or autbori:ted by the contrecting officer , eey property of the tJPeB referred 
to in subdivision (6) of this paragraph; provided, however, tha t the con­
trector (1) shall not be requirqd to extend credit to any purchaser end (ii) 
may retain any such property at a price or prices approvoa by tho contrac­
ting officer; (8) complet e performance of such part of the vork ae shall not 
have been terminated by :the notice of terllline tion;end (9) teke such action 
aa may be neceaaery or as the contracting officer may direct for protection 
and preservation of the property, vhich 1e in the possession of tho contrac­
tor and in vhich the Covermont bae or may acquire an interost. 
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"(c) The contractor and the contrect1ng orficer ~ llgX'oo upon 
·the whole or ~ part of tho amount or amounts to be paid to tho con­
tractor bJ reason of the total or partial torm.1not1on of vork pursuant 
to this article, vhich amount or 8lllounts 111111 include a reaeonoble el­
lovonco for prori t, end tho Government eball pay the agreed amount or 
amounts. Nothing in paragraph (d) of this article prescribing the . 
amount to bo pa.id to the contractor in tho ovent of failure of tho con­
trector and the contract1ng officer to agroo upon the vhole amount to 
be paid to the contractor b1 reooon or tho torainlltion of vork pursuant 
to this article shell be doomed to lJ.mit, roetrict, or otherwise deter­
mine or affect the amount or amounts vhich ~ be agreed upon to be paid 
to the contractor pursuant to this paragraph (c). 

"(d) In the event of the failure of the contractor and contract-
1n8 officer to llgX'ee as provided in paragraph (c) upon the vhole amount 
to be paid to the contractor b1 reason of tho term1netion of vork pur­
suant to this article, the Government, but vithout duplication of ~ 
amounts agroea upon in accordance with paragraph (c), shell P41 to the 
contractor the follovln8 amounts : 

"(l) For completed articles delivered to end accepted b1 the 
Government (or sold or retained as provided in paragraph (b) (7) above) 
end not theretofore paid for, forthwith a eum equivalent to tlae 988l"e­
gate prico tor such articles computed in accordance wi t h the price or 
prices specified in the contract; 

"(2) In respect of the contract work term1nated ao permitted 
b1 this article, the total (vithout duplication of ~ items) or (i) 
the ·coet of such work exclusive of 001 cost attributable to articles 
paid or to be paid for under pa~agraph (d) (l) hereof; (ii) tho cost of 
eettlln8 end paying cLaims arising out of the term.1notion of vork under 
subcontracts or orders as provided in paragraph (b) (5) above, exclusive 
or the amounts paid or poJeblo on account or supplies or materials do­
livered or services furnished b1 the subcontractor prior to the effective 
dote of the notice of termination of vork under this contract, vhich 
amounts shell be included in the cost on account of vbich p11J'111o(lnt is made 
under subdivision (i) above; and (iii) a sum equal to --- percent!/ of 
the part of the amount determined under subdivision (i) vhich represents 
the cost of articl es or materials not processed by ·tho contractor, plue 
a sum equal to ---- percent gJ of the remainder of such amount, but the 
988l"esate of such sums shall not exceed 6 percent of the vholo of the 
amount determined under subdivision (i~ vbicb for the purpose of this 
aul!divieion (iii) shall exclude 001 chargee for intereet on borrov1ngs; 

. "(') The reasonable cost of the preservation and protection of 
propert1 incurred pursuant to paragraph (b) (9) hereof; and en;y other 
reasonable coat incidental to termination or work under this contract, in­
cluding oxpenee incidental to the determination of the amount due to the 
contrector eo the result of the term.1notion of v6rk under this contract. 

y Bot to exceed 2 percent. 

y To be estebliehed at o figure vbich is fair and reasonable under tho 
circumstances. 
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"The total eum to be paid to the contractor under subdivisions (1} and {2) of this paragraph (d) shall not exceed the total contract price reduced by tbe amount of payments other>~ise lll8de end by the contract price of vork not terminated. Except for norlll8l spoilase and to the ex­

tant that the Government shall heve other>~iee expressly assumed the risk of lose, there shall be excluded rrom the amounts payable to the contrac~or as provided in paragraph (~) (1} and paragraph (d) (2) ( i), all 811lounte 
allocable to or payable in respect of property, which is destroyed, lost, stolen, or demased eo ee to become undeliverable prior to toe transfer ot title to the Government or to a buyer pureuent to pereg&·aph (b) (7} or 
prior to the 60th day after delivery to the Government of en inventory coverins such property, whichever shall firat occur. 

"(e) The obl18ation of the Government to make any payments under thia article: (1) shall be subjec t to deductions 1n respect of (i) all unliqUidated partial or progress payments, paymente on account theretofore lll8de to the contractor and unliquidated advance payments, 
(11) ~ claim which the Government lll8Y have esainet the contractor in connection vith this contract, and (iii) the price agreed upon or the 
proceeds of sale of ~ materials, supplies, or other thinss retained by the contractor or sold, end not otherwise recovered by or credited to the Government, and (2) 1n the discretion of the contracttns officer 
shall be subject to deduction in respect of the amount of any claim of any subcontractor or supplier whose subcontract or order shal l have been terminat ed as provided in paragraph (b) (3) except to the extent that such claim covers (i) property or lll8teriela jelivered to the contractor or (ii) 
eervices furnished to the contractor 1n connection with the production of COII!pletad articles under this contract. 

"(f) In the event that, prior to the determination of the final amount to be paid to the contractor oe in this article provided, the con­
tractor shall file vith the contracttns officer a request 1n writins that an equitable adjustment should be lll8de 1n the price or prices specified in the coutract for the vnrk not terminated by the notice of term1nation, the appropriate fair and reasonable adjustment shell be made 1n ouch pr ice or prices. 

"(s) 'lhe Government ehall lll8ke partial payments and payments on 
account, from time> to time, of the amounts to vhich the contractor shall be entitled under th1e article, whether determined by asreement or other­
viae, whenever in the opi.nion of the contractins officer the ossresate of s uch paymente shell be within the amount to which the contractor will be entitled hereunder . 

"(h) For the purposes of parasraphs (d) (2) end (d) (3) hereof, the amounts of the payments to be lllllde by the Government to the contractor 
shell be determined in accordance with the statement of principl es for determination of coste upon termination of Government fixed-price aupply 
contracts approved by the Joint Contract Termination Board, December 31, 
194} . The contractor for a period of 3 yeare a.fter final settlement under 
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the contract eball -ke aYeilable to the Govert~~~~ent at all raaeoi'IBble 
ti- et the office or the contractor all of ita boom, recorde, docu­
Mnta, and other eYideoce bearina on the coeta and expel'l888 or the con­
tractor Wldar the contract and 1n reepect of the termination or vork 
thareuodar. • 

JIOTB: Tbe foresoina Article incorporatee bJ reference 1n pa.rll8raph (h) 
• etat-nt or principlee tor detarmination or coeta \ll)OQ tarminetion 
or OoYermaant fi:J:ed -price 1\IPP~ contrac te. 'l'b1e eta t-nt vae amonded 
bJ Resulation ' or the Office ot Contract Settl-nt and 1s reproduced 
ae eMcded1 vith an explal'l8tion ot the a11181ldmente, as part of li:Xb1bit 
VIII. 

-Sb-
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APPENDIX B - EX I!IBIT II 

OFFIC! OP WAR lt)BIL.lZATIOII 

DIRPJ::T'IV! ORDER 3 

The following r eoolution passed by the Joint Contract Torftdnation 
Board is hereby made effect~ve: 

Tbe Joint Contract Termination Board, acting by agree­
ment among its membare and pursuant to Executive Order 93471 

dated Moy 27, 1943, ia concerned with all aepacto or the ter­
mination of var contracts an.l the subsequent oettlement vi th 
war contractors, including the rapid disposition of property 
by or to contractors 1n connection therewith. It recogn1:tee, 
however, that the price' policies employed in the disposition 
of termination inventories by owning agenciao or by contractors, 
prior to their declaration aa aurplua, bear an important relation 
to tbe price policies to be emplo,ed in the ~epoeition of a1m1lar 
property which baa been or 1llll1 be declared eurplua, and that a 
aingle agency should coordinate auch price policies. Accordingl.,y, 
tbe Joint Contract Termination Board hereby delegatee to the 
Surplus War Property Admi.nistration all authority poaeeeeed by 
the former to determine, and to promulgate by regulation or 
otherwise, price policies to be followed by Government eganciea 
or by contractors under their authority in the diepoeal of an1 
article, commodity, machinery, equipment, accessory, part, com­
ponent, eaaembl.,y, vork in process, or Bnf product of eey kind 
allocable to a terminated war contract and of' 8nf machinery or 
equipment owned by the Government becoming available for die­
position in connection with contract terminations. 

--

?~G 

Director, Office of War Mobili:tation 

May 2, 1944 . 
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APPEIIDIX B - EXIIIBI!l' HI 

OFFICE OF WAR K>BILIZATION 

DIRJ!X:TIVE ORDER ~ 

The UnU'orm Termination Article for GoYerllll8llt Fixed Price var 
eupp~ contracts vas made effective by directin order from thte office 
dated Janll8l"J 8, 1!)114. To tbe end of eecurina Wliformtty en4 certainty 
in tbe interpretation an4 operation of the Article, the follovill8 gen­
eral policy detorudnationa , v itb reepect to it, vbieh bavo been approved 
by tho Joint Contract Termination Board, ere hereby made ef:loct1ve: 

1. Paragreph (b) (~}of the Article provides that the pr~e eon­
tractor aball assign to the Government, in the l1811Il8r an4 to the orlent 
directed b;r tho contracting officer, all of the right, title an4 interest 
of tbe prime contractor under tho orders or eubcontracta torminllted by 
reason of their relationship to tho vork terminated by the termination 
.notice. Tbia provision vaa designed to aaaure the Covernmant•a right 
to require the transfer to it of the property end rights under the sub­
contract or order acquired by the pr~e contractor from hie subcontractors 
through payments for vhieb the prime eontrector is re~buraed by the 
Government. Aecord1nal;r, peragreph (b) (4) ia not to be cone trued as re­
qu1rill8 treneter to the Government of other rigbte ot the prime contractor 
aga1net the subcontractor (such as eet-offa or cou.:tarelaime} tor vb1ch no 

• Government re~bureement ie made to the prime contractor. Ii1 thta con­
nection it vae recognized i .n the preparation of the Article that uniform 
provisions could not be dravn vhieb vould provide adequately in all cases 
for the disposition of patent rigbta involved in pr~e contracts or sub­
contracts, and the Article is not intended to forbid the inclusion in 
contracts of separate provisions covering tho disposition of such rights 
on torminlltion. 

2. Paragreph (d) (l) of the Article provides that, in the ease of 
a formula settlement, the contractor vill ba paid in accordance vith tbe 
price or prices specified in the contract for. completed articles delivered 
to and accepted by the Government (or sold or retained by tho contractor 
under the provisions of the contract). Paragraph (b) (6) reqUires the 
contractor to tranefer title and deliver to the Goverrunent, in the manner, 
to the extent an4 at the times directed by tho contracting officer, com­
pleted vork and other property; an4 paragraph (b) (7) reqUiree the con­
tractor to use his beat efforts to sell 81\7 such property in the manner, 
to the extent, at tbo time an4 at the price or prices directed or author-
ized by the contracting officer. · 

It vae the intent of these provisions, considered together, to re­
quire tho Government, at times determined by the contracting officer in 
eccordance vith applicable regulations, to accept delivery of e l l ar ­
ticles ( vh1ch do not represent unreeeonable anticipetion of production 
scbeduloo) COIIlPleted in accordance vi tb tho provisions of the contract 
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vhich tho controctor had not proviouol,y sold or ogroed to retain. In the 
caae of a formula settlement, therefore, all euch completed articles vill Q 
be paid for at t he contract price in accordance vith the provisions of 
paragraph (d) (1), rather th.an at their coat in accordance vith the pro-
visions of paragraph (d) (2) . 

3. Paragraphs (b) (3) and (b) (5) of the Art icle require the con­
tractor to termina te all orders or subcontracts to the extent that they 
relate to the performance of an;r vork terminated by the notice of termi­
nation; and to settle all cla1m8 arising out of such termination of 
orders and subcontracts, vith the approval or ratification of the con­
tracting officer to the extent that he may require, vhich approval or 
rat1f1c.at1on shall be final for all purposes of the Article. Paragraph 
(d) (2) (ii) than provides that the Government shall pay to the con­
tractor, among other amounts, the coat of settling and pa;ring claims 
arising out of the termination of work under subcontracts and orders as 
provided in paragraph (b) (5) . 

The Article does not include en;r provision (correspondins to those 
occaoionall,y used by one or more of the contractins agencies prior to 
the effective date of the Article) that, under certain c1rcumetancea, 
final Judsmente secured by subcor.::o:-actore against prime contractors in 
courte of competent Jurisdiction vera to be regarded as determinatiauJ, 
binding upon the Govorn:ent, of the amount of the obligation oving by 
the prime contractor to the subcontractor. The ommission of auch o pro­
vision vas not intended to detract from the binding effect of such Judg­
ments . In the caae of an;r subcontract ~hich does not contain unusual 
termination provisions unreaeonobl,y i .ncroaeing the common la~ rights of 
the subcontractor, and in ~hich the prime contractor, after making un·­
aucceasful efforts to settle with hie subcontractor, is sued in o court 
of competent Jurisdiction, gives prompt notice to the contracting agency 
involved and offers t o the agency control of the defense of the suit, 
the agency should accept en;r final Judsment ae determining the amount of 
the obligation between the parties to the suit, and as fixing the amount 
ot the Government's obligation to reimburse the prime contractor, to the 
extent that the subcontract is properl,y allocable' to the prime contract. 
The propriety of this allocation rsmoina for the determination of the con­
tracting agency. 

~ . · Paragraph (e) (2) of the Article provides that the obligation of 
the Government to make payments under tbe Article shall, vi tb certain ex­
ceptions, be subJect, in tho discretion of the contracting officer, to de­
duction in respect of the amount of an;r claim of an;r subcontractor or sup­
plier vhoae eubcontrac t or order eholl have been terminoted. The purpose 
ot this provision vaa to parmi t the vi thholding of sums oving by the prime 
contractor to hie eubcontractors, in order to aeaure their receipt by the 
eubcontroctor. In an;r coso in ~hich uoe i e made of this provision, the 
prime contractor ia entitled to have the withheld sum applied tor hie ben­
efit in such 11 vay 88 to exonerate him, to that extent, from the c laim of 
the eubcontrdctor. 

May 2 I 1944 . 
Director, Office of War Mobilization 
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APPJ!MliX B - JXHIBI'l' IV 

OniCB OF liAR MOBILIZATIOII 

DIBBCTIVB ORD.ER :; 

The statements or pol1c1 adopted b1 the Joint Contract ~nation 

Boerd ae to Government Orl!llnitetiona tor Settlement of Terminated ller 

Contracts, and as to Revi~n~ or Contract Termination Settlements ere 

bereb1 mde ertect13e ror use b1 the ller, Navr and TreasU1'7 Departments, 

the Maritime CCIIIDieeion, Smaller ller Plants Corporation, Derenee Plant 

Corporation, Derenae Suppliee Corporation, Hatala Reeerve C~, Rubber 

Reserve CCII!PBll.J and Ji'orel.gn F.conOIII.ic Administration. Other departmente 

or 98encies or the Government administering the settlement ot terminated 

var contracts vill rollov the statements of pol1c1 to the extent th81 

deem it practicable to do so. 

/e/ Jamee F. Bzrnee 
Director, Otr1ce ot ller Mobilization 

l4a7 2 , 1944 . 
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STA'I»>ENT OF POLICY AS TO GOVERNMENT ORGANIZATIONS 

FOR SET'l'LEMENT OF TERMINATED WAR CONTRAC'IS 

Part I. General Principles 

1. Simplification and perfection of procedures will not alone 
suffice to bring about spe~dy and fair settlements of terminated war 
contracts. The Government and industry must have organizations adequate, 
both quantitatively and qualitatively, to handle termination settlements, 
and the Government in particular must establish means for coordinating 
the activities of its various agency organizations. 

2. Within the Government the principle must obtain that oach settle­
ment organization should fr~ely utilize the serviceA and facilities of 
other settlement organizations better situated to do particular Jobs. 
Each orsamzation should also have access to information obtained by 
other organizations in their settl ement activitios . Maxim~ and most 
effective utilization of the Government ' s settlement orgcnizations as a 
whol e requires a high degree of cooperation among the several agencies 
and of coordination >~ithin each agency. 

}. There must be constant surveillance by each agency of the opera­
tions of ita Olin organization. There must likBlliee be a continuing ef­
fort, through a central body, to maintain uniform policies and procedures 
of general application and to promote the joint utilization of personnel, 
information, and experience of all agency organizations . Only in these 
>~ays can satisfactory results be assured. 

Part II. Procurins Ap.en: y Organization 

~ . Control Organizations. Each procuring agency should establish 
a supervisory organiz.ation llithin the agency, or should designate for the 
purpose responsible official s of the aqency, to be charged in either case 
with the responsibility for seeing that the policies established for all 
procuring agencies are carried out. The functions of such arganization or 
officials should be to supervise the termination activities within the 
agency to the extent necessary to insure prompt &nd equitable settlement 
of terminated contracts, to maintain close contact with the Joint Con­
tract Termination Boord, to eubmi t to the Board problems of the agency 
which involve policies of major importance to the Government or as to 
>~hich uniform! ty of action on the part of the several procuring agencies 
is desirable, and to implement the regulations of the Board by the is­
suance of detailed regulations governing the termination of contracts 
and their settl ement within the agency. 

5. Collection of Information. It should be the responsibility of the 
designated organizatJon or officials to maintain curr~nt information as to' 
t he termination settlements in process w·ithin the agency, the personnel 

-12 . b -

0 

t) 

Regraded Unclassified



( 

( 

(_) 

available for an.r vorlc incident to aucb eettl-te, end the proe-·eee ? '1 
milo from time to t1me 1n tenae of settlements ott acted. Intorme t ion a a 
to eva1lable poraonnol should be maintained in such 11111nner ae to f acili-
tate tho temporary aaaiglm1ent of technical personnel to r elated vork i n 
~onnection vith other aettlementa vitb1n the agency or by other agencioe , 
end such i nformation should be made available to other agenc ies upon re-
queat aa needs arlee. 

Part III. Organ1zation at the Nesotiatins Level 

6. Contractillf! Officers and Technical Statts. In all contract re­
latione the Government liiUSt act through an asent, ueuall7 called the con­
tract1ng otticer, vho aisno aettl111110nt asreemente and other document& on 
bebalt of the GoTornDBnt. In Govarnmant corporations, \lbich operate 
throUSh otticere and asente reeponoible to boarda o1 directors, the for­
malities difter eomevhat. In both types ot' orsanization, however, there 
is an individual or a group of individual.e vho must have the primary 
responsibility for the prompt and equitable eettlemen~ ot t enrlnated con­
tract&. Such responsible official& liiUBt have eaaistanc e in ell caeoe 
fro:n technical etette, coneiat1ng ordina%-ily of legd, account1ng, prop­
erty disposd, and other specialists . It ie the reapone1b1l1ty of each 
procur1ng asencr to see that adequate technical aasiatance of th1e kl n1 
is afforded to the reaponsiblo ofticials and iB utili~ed by them. 

7. Joint Utilization of Technical Staffa. In a number of ins t.tnce• 
it vill be feaaible to aseisn technical personnel directl,y to the plan~D 
or companies hav1ng maJor termination problems, to vork with such plante 
or companies on a full -time beaia and to report to reeponaible settl~nt 
off i cers. All asenciee ebould 'ut1lit.e euch aaaisnell personnel t<> tbe 
greatest practicable extent to avoid dupl1oation. There ahould be s imilar 
utilization of personnel not regul.arl,y aeeigned on a full-time beoie but 
already engaged in milking other settlements vi th the eame plant or compney, 
vhare coo:mon element& o1 clal.ms or other factors otter advantages. 

8. Use of Procurement Orfl!lnizations. Fl1ll use of the personnel of 
procurement organizations, including that of procurement offices in the 
field, ebould be 11111de to the greatest extent feasible without interferenc., 
with procurement ope~ations. Such use is especiall7 important in ca ses 
vhere a nev contract vill take the place of one that bas been terminat ed, 
eo ae to integrate tbe tvo transactions. 

9· Property Disposal Orsanizations. The settlement of terminated 
contrac ts and the disposition of property allocable thereto nr e related 
but separate functions requirins oreretins personnel expor ienced in 
widely different fields. Whether property disposal epeciali e ta are to 
operate under tbe control of contracting otficere or under separate 
organi:tatione vitbin the procur1ng agenc;y 1e t o be deterlllinell by the 
agency concerned and depends largel,y upon tho volume of property involved, 
the 11111¢ tude of the problem~~ presented, and the requirements of good 
edminietretion. 
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10. Decentral1~at1on. MaJ:q ot tbo opm•ationa prollm1nary to tbo 
nesotiation or aott~t llU•eaoenta vill nocoeoaril:f be perrOt'IIWid b1 
riold personnel. In 4oc141n6 to vbat oxtont autboritJ ror tonatnati on 
eottleunts ehOiolld bo 4ocentra1He4, oaeh proeurin6 eaonc~ lll\IBt consider ) 
not onl:f tbo eonYanieoee ot contractors 11114 tbo interests or apoedy settle-
ment but tbe J\141c1olol8 1.188 or its qlollll1tie4 pareonnel. 

Approved May 2, 1944. 

Director, Office ot l(ar Mobillution 
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STATPlaNT OF POLICY AJ3 TO REV IJ!)I OF 
CONTRACT TERMINATION Sl!IITU.o!EN'l'S 

General Principles 

l, The policy or the Joint Contract Termination Board is to en­
courage the fullest practicable use of negotiation as the ~t~ethod of 
settling terminated contracts 1n the interest of speed 1n settlement and 
fairness to both parties . Each procurins agency shall make every reason­
able errort to arrive at negotiated settlements and shall endeavor at all 
ti~~~ea to guard againat the railure or nagotiationa boca use or arbitrary 
or erroneous decisions by individuals au~orized to represent the agenc,r 
in settlement negotiations. Settlement agreements once made should be 
finAl and not subJect to re~en1ns except for fraud. 

2 . A praper degree of control over such settlements muat, however, 
be provided for the protection or the Govermnent•a interests. The re­
view procedure set forth below is designed to provide the minimum stand­
ards to be observed by ell procurins agencies. To the extent that it 
may be feasible to do eo without materially elowins the settlement proceea, 
procurins agencies may eKtend the controls afforded by the review pro­
cedure beyond the requirements of these minimum standards . The primary 
objective of promptness 1n settlement must not be lost eight of, and 
review of smeller settlements must not be required at the expense of that 
obJective. 

Scope and Applicab1litz 

,; • 'lbe terms "procurins agency" and "agency", as used in this state­
ment of policy, refer specifically to the War, Navy and Treasury Depart­
mente, The Maritime COIIID1ssion, Defense Plant Corporation, Defense Sup­
plies Corporation, Metals Reserve Company, Rubber Reserve Company, and 
Foreign Economic Aamsnsstration. 

4. The policies and procedures set forth herein shall apply to war 
contracts terminated other than for default. Any agency, however, may 
exempt from euch policies and procedures contracts 1n any of the follow­
ins categories: 

(a) Contracts with instrumentalities of t he Government or 
with States, Territories or poeeeesiona of the United 
states or 1natrumentalitiea thereof; 

(b) Contracts with a foreign government; 

{c) Contracts to be substantially perrormed outside the 
territorial limits of the continental United States. 

Administrative Review 

5. "Each procurins agenc;y shall establish one or mora settlement 
review boards, which shall be decentralized to the maximum practicable 

-l~b-
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extent. No neeot1ated :le!;tlemont 118l'eome.nt prov1cUns for payment to 1U1J 
prime cnntrAr~-:-r, or to any subcontractor, of an 111110unt 1n excess of 
$50,()90, as determined 1n paragraph 6 bal011, shall be permitted to bac01110 
b1r:d1ns upon the Coverncent until the proposed settlement bee bean reviaved Q 
and apvr"vcd. by such a board or, 1n tho ovont of 1 te d1oapproval, until ap· 
proved b;r tLo head of the procur1ns aaonc)' or such roproaentet1va as be ma.y 
daa18Mte f or thet purpose. Mora than one euch approval shall not be ra· 
quired generall)' vith respect to any eattlamant agreement, but this shall 
not prevent any procurins agency from prov1dins such headquarters rav1av 
eo 1 t may deem desirable in the case of exceptionally large settlements. 
Contracting officers may b e permitted to submit for such raviev and ap· 
provol as tho procuring agency may specify an,y proposed settlement agree· 
menta vbicb the)' consider doubtful. Propert)' disposal boards, if estob· 
lisbed vithin the agency, may be utilized in lieu of eettlement reviav 
boards for the reviev of proper ty disposal treneactions involved 1n settle· 
menta. 

6. In determining for reviev purposes vhether any proposed s ettle · 
ment of a prime contract or of a subcontract exceeds $50, ooo, 1U1J 111110unte 
credited on account of the disposition of property shall not be ded~:.etad 
from the 111110unt of the settlement, but there shall be excluded ( 1} 111110unte 
payable for completed articles or vork at the contract price, and (2} 
amounts payable for the dischargu of all cla1ma of eubcontractors or sup­
pliers under such prime contract or subcontract, ae the caee ma.y be. 

7. In the case of terminated cost plus fixed fee prime contracts 
and terminated coat plue aubcontracte vhor~ reimbureewmt of the coste is 
made after appropriate audit, the foregoing rules vill be inapplicable. 
Each procuring agency shell, hovever, prescribe such requiremante in 
r espoc t to the reviev of adjustments in fixed feee as it deems desirable . 

8. It shall be the function of settlement review boards to determine 
the over-all reasonableness of proposed settlements from the standpoint of 
protoctins the Government ' s interests . Such boerda may act upon records 
submitted by contracting officers or may require the submission of addi· 
tionel information. 

Jlpproved May 2, 1911~ . 

Director, Office of War Mobilization 
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orna or COHniACT ll&'tTLDO:HT 

WASIIIHOTOif,D.C. 

APPE"Oil B El HI811 Y 

')")1 

Punuant to the •uthority ecnlm"ed upon me by SetUona 4(b) Ind. l(c) of the Coatrart SetUemt:nt Act ot 1N4. 1 hereby 
preeeribe the proeeclure t~ th~ cua.rantee:lnc of termln1Uon •oau by &he War Depvtrnent. the Navy Dtpartment and the 
Warit.l.tne Comm'-Son UvoUCh the Federal Raervt Bank&. outlined lA the Guarantee Acret.mtnt. the Loan Atretment, and 
Eapl&n.a\Ory Nota au.IC.hed hereto u ex.hlblta A, B, and C. r~~peellvety, ~ 

TtchnLeal ~n\1 not aJfecUna poltcy may be mldt In exhiblta B and C by a,areemfllt amoq \he War and Navy' 
Dti)U"tmcnt.a. Lb.e MtriUme Com..m.iuion and the Federal lteerrrve Boatd.. 

In tbe execution of this procedure the foUowlnl poUc:Jtt wW be oble:rvcd: 

I. Tmnlnatlon l4an Ch...UW.tr ailed T·Loon) ""'""'- oboWd -be rdlued by the conlloctlne 01<11<'7 !~vane the 
~t lnterHt in tbe bon'Owu'a war coa\ntU U \be bonvwtt ia or b.M beta trl.Pitd. lD pufonaina ope,.. 
tlon - wilh or rdaiM to woz procl\ldlon. U<Opl 1ft"""" ~ of - M ....,. be --by the 0:~: .... ~ "n.. borTowd"a cut.itkat:ioft of hit; investment in t.umbutioo inventoriel aod. fteidnbla and of \be amounta 1 
10 wbcant:ndt.n should not be qua:tlontd b7 Lbt Fedenl ReM:rve BaDk or tk C'OIIltnctifte acmq uru.. tbtft is ttUOft 
to believe \hat ft !s .ut:.tantlall7 oventaled ln vaiU«. ~ iastitutia:w lhou14 be e:DCOUl"',,ed to make un.ru.,... 
u\ftd produdioo aDd tcrmin.aUan J.oana. and the tact that • ftnandnl Wtitution b.u ma.:M tue:b an \U\f\W'II't.Md lo*R 
lholl not lllf«t ita rilbl IUI>RqU<Jitl7 to oppl7 fO< o T·Loon ""'"" .... ..., 11 the --of the T·Loon.,.. .....S to 
- the •ld&tlnc loon. 

S. 1t a conll"'Ctlnt act:I'K'Y which utillua the Ftdft"'l Reltrve Banb u 1beal qenta tot T· L.o&ft cuuantea hu 1ocaJ 
r.p.rwentallvn in eonnectiol'l therewith, It ahCNld deleaat.e lO aueh banks aulhorlty to -.a>prov•, attu con~u.Jtatl.on whh 
and ln the ~~ of objectJon by t\dl reprtHnlatJvtt, all a_ppllcatlonl for JUVant.et'a of Joana tot.allnl (a) SJO(),OOO or · 
leu to any one 'borTOwu when &he ~ueated pt:rct.ntact of cuarantee l.a not in exceu of eo per et:nt.. and (b) $100,000 
or Jtu to any one 'borTOwer when the requetted pen:ent.-ce ol ~arantee is not In exetU or QiS per ctnt. A.ny 1uch 
contradlnl .. cncy whicll does not h.ave tuch. local reprHtntatl'vet wW provide them in t.he l«aliUet where, and at the 
Urnes when, it ls detennlntd that they tn requlttd. ln the J.IJ:ht of ita protpeetlve volume of contnct terminations and 
alter COI'IIUitatlon with the Director, and in the aMeM. of aueh reprHentatlves ahould delqate tuc,h authority to tlvt 
R8e:rve Bankt u b neceaary to inlure prompt proceulna of a,pplications for and exeeutJon of IUC:b auaranteu. 

S. ConditiON other than thole requ!ted unckt the 1tandatd. 1oa.n qreement ahouJd. be P«''Cribe<l by the contnc:tin.l 
llt'nC:Iet or the F t<le:ra.J: Rauve &.nU on.1.1 ita ucept.lonll e:irc:umlt.aAces and when they are clear~¥ necnu.ry to p~ 
cect lbe Covcmment'a intuat. Addidonal concUtloN ICJ'Hd u:pon by the bcnowu and the flD.ancinl inatltutlon, U not 
....,....,...bit on4 not iDccnsisW>I wllh the sl&&>danll4an -~ oboWd DOt be ob)tcl<d to by U.. contnctlnc 
- .. the Rcs<rte-

4. Tbe ~UOII<d .......,..,. of cuarantee lhoWcl DOt ordlnaril7 b< qua1ioned by the Fodtral R<Mne 8onll or the 
con:tnctinc .. mcy if it dote oot uoted tO pu ctnt: and a contr11C't.ina: lltDC7 JbouJd not av.tbori&a a petC"mlale of 
""'""'" ID - of to Ptr -~ ex N Ptr -• 1ft the ._ of omoll looD&. W>lao the drcwnltonc<l d<ovl7 juslil7 
the llnaadna lnatitl.l:tSoo in requnt.i.n& lt and odMr mew ol tnWim ftnancinl are DOt prompUJ avallable.. 

II. In cmenl. lhe _.., .. 1ft the - l-ola etrtl&cale - •- b7 lho """"""' lnatltutlon orw1 the bom>w•r abwld nol be quest:ionftl by. the Ftdual R8n've Bank or t.bt conl.nc1inl .. ency. After conl'uiUUon w·ith tbe 8oud ol 
Govunon of the Fedual ilel<rv< 5,._, Ill< eonlloclinc ...,.._ will, to the <XW>I proetlceblo. spoolfy &<n<nl 
erltcrlo or &Wdard nwdmwm whleh ....,. b< tmpiO)'ed 1ft tn>lcol d - or-

(~ ROBIRT B. HINCKLEY 
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PDlA.WCUIO JM8 I I I 0 i lOW 

1'011 T ITDJGJIAftOWI LOU OVAIIAJITEE 

To Ptderol. Ruerw Bank of , Piocol Agt!tl of the U"iltd Slotet 

(Dale I 

I. Name and location of 6nancin& i111tltution: 

2. Name o.nd location of prOSpective borrower: 

8. Muimum principal amount of loo.n: 

4. Specify or describe war eontraet4 txeepted from initial ... isnment of eollateral pursuant to Parqrapb 5 
of Lo.n A&reement: (See Explanatory Note No. 28.) 

5. Pretent iodebtednees of borrower to financina institution, iJ any, &nd statement as to whethtr it it pro­
pooed to refund ouch indebtedness: 

, e. If a oubatantial portion of the atoek of borrower or of 6nancin1 inatitution is eon trolled by the othtr, or a 
ouboto.ntial portion of tht atock of both is eontrolled by the aame interests, or if there are any ollioera or 
d~tora eommon to both, deac:ribe ou~h rel&t.ionship bmlly. 

7. Eoeh eopy of appliealion should be aoeompanied by: 

(a) copy of the propooed cuarantee .,...n>tnt and loom .,... ... nt, includin& exhibits, 
(b) eopy of t.lanoe ohed and operatin& olalement for latt1t &.eal period nerti6ed by borrower (audited 

olatemenla to be furnished if availoble), 
(e) eopy of l&lelt available belaoce oheetand operotin& otaltmtnl !Iinne clooe of 6oeal period. 
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& (a) II borrower it a PRIME Government war eontraetor, live lila folloorinc infoomatioD trilh ,_t to 
each prime eontraet: 

GeM.- D&IO lJ coatnd a l.u4 Urc •• ted ..... .... " ..... whll which Calttn<t price CODtndf _,,., .- ... --tn<t ot ........... COil pl .. bed .............. term bleW ot 
• bold -""" fee COD&rlld.t -- -- ......... 

. 

• 

--
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( 8. (b) If bonower ia a SUBCOI'<"TRACJ'OR, ci•e lhe lollowiu1 information wil.b mpeet to tach oubeoolnet: 

Gem.. .,.._, fot wh.ica Vu r's1ed - . ..-,. ___ 
SUbmatnd 

,........ .... _ _, .. Halun .. __ ............ ___ ,_ ....- ................. .. -tnct __ .... -tnct- -- .. ..-........ -llll:aowa -- ,......__ 
. 

. 

\. 

• 
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t . 8tat._.,t of &noneinc inotitut.ion'o opinion 0< bdid with rapec:t to each of the followinc: 
(a) whether bonower'o ~tntral war product.ion rceord hu ~n ulilfactory with apeeial referenoe to rejec-

don experience, 
(b) borrower's «t"eral cbarocler and reputation, 
(c) adequacy of accounlins records and inventory control, 
(d) unusual aspect& of financial otatemeo!s, and 
(e) other information which financing iDJtitut.ion would ordinarily take into aecount in oonaiderin1 a loon 

to bonower, ineludinc reopee~ if any, in which borrower'• financial baek.,ound hu botn unatiafae!ory. 
(Attadl rider, if~ iMde9""le) 

10. Borrower has been adviaed that financin1 inotitution is applyinc for this suarontee in the amount and ••b­
ittt to the terms indicated in the p"'pooed loon asreement. 

---------------·----------·------.: ____ _ 
(Flail .....,. of IIDulcio& lnoUtvlloel 

By -------- --------------------------------------!Sicnotunl !TIUol 

(") 

) 

Regraded Unclassified



A"llt ll I • ( II I I IT f · l 

,_ ., ........, ...... T·LO.ur 00 ......,... •op=p Ni No. ______ _ 

--------------·--------- - - oallod -o ............ 

....._ L D, ' 1 

(II) ............. oball---------------------------

~ ---------------------~~------------------------""'*-1 
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a.t:Uoa 1. Rala.b1e AppllceJioa o1 Coi!KtJo.. 

AU amount.a at any timet p.akl or en-di ll!<! on the obll&otlon. from whate-ver sources rnU~. ahaU' bf. appllf<d 
rltably tor the ben~ftt or the Flnandna IN lltutlon and the Guarantor accord In& to thtlr ttspec:tive ownusbJp lnur. 
~u in the obUgallon. Exeept ea mAy be provided in the IO#n, the Fln~anelnl l t\ltltutton shall not be r~tq~J.lred to 
credit on \he obll&otlon the proeccd.l of tany bn.nk<'r'a ll<.•n or riJht of s.tt.·~fT with rupect to lUndt of Ut. Borrower 
(exchutve or procee<b of t()nt.raeu on t:Khlblt C to Ap~ndlx 1) or of other UkU, to the utent that the Pinanclnc 
lnstltution has provided tho.t tuch lh:n. ria.ht or s.N ·ufT or other weu t-hall be security for other ind4!btednt':U or the 
Sorrowtr to lt. 

Seetlon 7. F••• Payable l.o Guarantor. 

The F'inandn& Institution shall pay to the Rcsc-rve Bank at the end of C!at.h monthly or quarterly period, ., ftxtd 
by the Reserve Bank, an amou.nt ~qual to ··-· .. ·u• per cent of any Interest payable by th~ Borrower on the .ver­
ace daily amounts of that part ot the unfald prlnclp:at or the obllaatlon whkh the Cu~ontor wu obUcated duri.nc 
such period to punhase upotl demand o tht F'in3.ncing IIUihullon. 

hc"Jion t. Effect of Vlolalioa. of Avr•eauaJ. 

(A) IJ the Fin~nc:ina InstHulion 1hoJI violate, (It t~il to t'O:nply with, any of th~ temts of thls arreement or any 
of the tenns or rondltloru of the loan or shall through iroA ncJtlicencc make o material misreprHent.ation of fact In 
Lhe appltc#Uon therefor, or in anything ron.~thutiniC a part of the application, it aball become liable to the Guarantor 
in an amount equal to the damt~tc• &u.st.aincd by the Iauer by virtut' of &ueh violalion, fo.Uurc to tomply, or mb· 
repf'('S('nt.ation; but the Guarantor shall not bt" relieved by &ueh violation, taUurc to comply, or mlsreprtSen\aUon 
from any of i!S obliaation& to the Financ:in& lnJtitulio•t under thi.s aerecmcnt. 

(B) ln the absence of s:rou nccU&cncc on the part of the Financin1 Institution, (1) no invalidity or lne tTtttlventu: 
of any collateral or of any uai&nmcnt thcroof occcptcd by the Finanein1 lnstltuUon, and (2) no action or omlu.ion to 
act on the part o f the Financin& lnstitution in rchan~ on a atatement or ccrti.fteate aiJn~ by an appropriate otftccr 
or member of the Borrower with re:aPttl to the nnaneial concliUon, bwlnes~ or opcntions of the Borrower, shall ton· 
atitut.e a violation of, or failure to comply with, any of the tc.rma of thi.a Qr~ent or any of the tenna or eondltlons 
ot the loan on the part of the Financin& ln&tHution. No lnvalidi.ty of any provil.ion of the Joan aria.lnc from statute 
or decision of any court shall in any woy relieve the Guanntor hereunder. · 

SectloA t. OfJSdala Mot to a.uftt. 
No membe.r of or delctate to Conareu or reaident commi.sllonc:r ahaiJ be admitted to any ahare or part of thll 

contract or to any benefit that mi.)' IU'i.&e therefromil but thla provb lon ahall not be conat.rued to extend to thlt con· 
tract i.l made wltb a corporation for Itt acncr.t bene t. 

IN WlTN!:SS WHtREOY, the partleJ have c:.used thiJ a.cree-ment to be uceuted on thcir behalf by thelr duly 

authoriud t.~enU thb ........... .,._,.,.._,... _____ clay of ......................... - ................................ - ... l"---··· 

(sv.L) 

ATTZST: 

-----~<Na;;;;i·-----------------mii<i ______ _ 

------------------(au&ra.iiOi)"--------·····-··· 
By Fedual ReHrve Bank of ---------·------­

., Filcal Acm.t of the United StatM. 

By ----·(H.u;;;,---------------------·--mu.> -----

---------<Nu.;;i·-------------------·-·criu;r--

·24b-
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whkh ..-l the Borrower aball paJ', In ..WJtlon. M ltlloOWlt. ~ual kt any utua f"NW11ftc &om ~ ~ 
wiUun. &H CtO> dli,.a atVr lbe maUinc ol IUC:h notlc.~ 

t. N e'·ts···= .C W.,.._ ~tel-n. Borrowu lthall metnt.lin nd CU:fn'ftl IIIMCa, u ~ Ia lliiCCiiN St·tt 
wttA 1tntn117 ~ ~ of acte~Ufttin.c and Wlud.Jna in C'W'Rnl liabilltin: aU bonowlnp ou~ 
btrni....,, ot not leu lhaA $ ---------·· 

10. ~"ftc Bonowr:r aha.U rn.aln\aln lNWwe on ltl Pf'OIM-r1Y 1ft sudl a.maun.u and .....Wl well ttiU 
• At cwtomari.JJ malnt:aiMd. bJ' simUat bulanaMt opuet1n1 in \he AJne- vidAity. 

11. oa.. Plett ._, TM parUe. htrcto qtft to tiU' additional p:roo~iiJ.ons eppearin.l irt. &ahlbll D anot&.._ 
Jl. E...a., De&iali-Tbc oceurrmee of anY one of tM foUowln& ennt.t thall (.'OD;It.ihlt.e a ddeu.lt h«rewwwer: 
(e) Art'/ tU.kmc:nt. rf'Prt'Hnt.atlon, warr-anty, C'!f.rtlftnlt , tthtdul• or ftport R.lmishccl by t.hlf Borrower in COftMCo 

Uon whb LM IOM .b.t.U prove 1.0 have bHn metuielly lelH ll the dett thtreof. 
' (b) Nonpe;Jmmt ot the principal of any of th-e notH ouLJtendlnl hereunder whm due; or nc.npayment of 1ft. 
lt,.t or any iommit.rnc:nt f« within ten (10) deyt &ft~<"r the d\l t date th~reot. 

(~) Breach by the Borrowu of any ot.Mr provlalon of thl~ ureemt nt. 
(d) The Borrower ah.eiJ be edjudketecl e benkrvpt M e tru.ttH or a rtreelver •hall be a&DoJt1ttd tor U\e Bo,.. 

rower or of a tul»tanUal p.art of it. property In any Involuntary pro«~cdlna, or any court ahall "have U.ktn Jw11cUe• 
Uon oC the proPf.rl)' ot the Borrower or of a tublt.anHal part the.-.of in any involuntary pr~lnc tor the r.orc•n· 
intlon. d"-oJuilon. Uquidation or windlnJ up ot the Borrower( and tueh I.Nitee or rece1ver ahall not be d.t.chatltd or alol(h Juriadl.c:tlon rtUnq\.l.I$M.d or vanted o.r atayfod on appu ,or otherwlH atayed within thln.y (JO) ct.aya. or the 
Bonowtr th.all Ala a pc:Ution or anawer, not deny1n1 Juri..CU.ctlon. In vol·untary ba.nkruptey or \lllde.r Chapt..r X or 
Chlp\t:r XJ ot lht Fedtral B.anluvpk_y Act or any aimlJar law, Suta or Fedent. whether now or ht.reett..:r •••tlq1 « 1Uc.h a Dt1Jtlon Aled aca:inat t.he Borrower lhall N approved 11\d. not va.t-aled or ll.l.yed within U'llr1.7 (M) dqa. 
or lhall malr:e &n aafln.ment tor t.he btfleftt ol eredlt.on. or ah•ll admit tn wrttinc IW lnabllUy to_ ~ it. dtbtaJ­tra.Ut u t.ht7 b«om.e due. o.r lhaU ~nt LO Ulot' appolnlmtnt of a nniver or truatH or liquidator or aU It,• 
proptft7 or • aubltantial pvt theftof, 01 Mall have !alkd within lh.l.r\1' (30) 41.1J: LO bond or otMrwlM cUttharle 
M:/ auachmmt or io PV &nJ' judpm.t whkh Ia unnayed on aPPHL. 

U Uwre abaU occur any def•Wt u dee.notd in lkm (a) abow or lt lh«A: aball CICC'IU and be> COftll:rLvin& .,- cle:faWt 
• ~ ln lw.ma (b) or (d above. Uwn upon, the ekdJon of the rtMnrinc J.na;thulioa 01 Uw GUU'UkW. ntdtnad b)' wrltt.m notitc Co Use Bonowu, 01 it t..btft ahall Ott'I.U' &n.J' dc:fault u ckftn.e<t in i:ttm (d) aboft. u..n f.U... 
• •lh and. wllhout any tkc1ioo. Uw oOliealioft. lf an.J', ot tht P'tn.anc:lnl lnttitut5oo io uWod fu.:rtbn' Cftdll .dl.tJJ t.tf'.. 
m.IMt.a and Ill ftOC4'll oul$1.aDclina lMftuDd« sbaU beame ctu. 11'14 PQ"able w itbout prcscntm4'ftt. cSem.e.cwL PI"'Uft ot 
DOUet ol M.)' ktnd, aU of whk:b arc btftb7 u:~ w.tJvN. 

Of WJTNESS W11ER.!l0F, the prut.ies have u.\I.Md lh.b a&rMmmt \o ~ executed c.1 thei:r bebaU by tbt&r dul)> 
w tbortMcl .,.w_ t.hJt: d,u o1 --·------- lN..._ ..... 

(Borrower) -------iiinWinr~·--

ay ------iHu..-,---------·-mu;i·-- By -··-(N..,;;)··--·-------------(Tiik)-·-

·26b-
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EXHIBITS TO Ttlt.MINATION LOAN ACl£ENENT DATt:D ···········-·-····_, 1)4 •••• 
(U ackMtOna1 pr'OYIIIOI"'f. &f'C" lO ~ lnduded In lht l.oan A&tft1Mn1. in ~ with Pw-a&n.pb ll \Mreot, 

lhot)' ~kt a~ar tn an £xh1b1t 0 whk'h •hol.l.kl be attat:Mtl ht:re\0.) 

EXJUaiT " 

r- .. •• 
Place ·-·-·-·-···---···-········-·····--· .. 
Date ----------------········• 114 ......... 

On OT before -----·------• IH.. ..... for value Heelvtd., 
htreby promltt• to pay to th~ ordtr of ......................................................................................................................................... .. 

tFI.nandnt Institution) 
a t ................................................... _ .............................................. t.ht prlntfpal 1um or ....................................... _ ....................... .. 

(AddrHI) 

DOu...ARS (1 ........................................ ) ln lawful money of the Vnlud St•tC!S, and to pay Jnttmt tht rton from the 
date Mreor a t the rate- of ··------- Pt-t ctnt J>tt annum, prior to maturity, pt~yab1e on the ............ _. ....... u. dt.Y of 
neh ···-·-··-······· and atwr rMluri\)' by K«lentlon or O(Mrwlle at tNt ratt ot' ----··· per unl ptr annum. 

Thlt now nidencu a bon'Owi.n& made under tnd ll 1ubJect. ~ lhc: term~ of • Loan AJrHm«nt. dated 
-----·-···---------· lH.. ___ between the u.n.deniJntd and the lMY" bu~ 

By ·······-··-··----······-·-······ ••••••••••• Oh.,.J CTit .. J 

ltlDCmiT. 

LO.u< roaxvu cannCAn: 

Punu.Mt to the Loan ~~ bet.wHn the v..Nknianed and ······---------------------··········- • 
detcrd ........................... --..-···· 194~--· the w.dcniantd htreb)' et:rtlftn to lhe best of ill knowleclae and belief u 
fol)Ow• : 

I. (a) Prlnc-ipal amocnt of borrowinp now ou.lllendlnl 
(b) Principal amount of proJ)Oitd borTOwlnJ, Itt~ ou~tandlna bomwlllv ~be R:fW1ded 

TOTAL 

$ •••••••••••••••• 

....................... , ...... 
····-··········· 

2. The followlnc amounts hO\'C: b«!n calculattd Ql or .................................... , 194 ___ (nol more then 30 day• 
prior to the dale of thil ~rtifk•te) whh n:s~t to te rmlnt ted war C'Ontractl lbtcd on or ddcd to Exhibit C. In ae­
cordance with aec-tptccl prl~iQ!e-1 of I('COuntJnJ and without dupllcatlona: 

(a) •••••••••• t;T, of aeeou.nts roc:e-lvable from Oovcmmcmtal contrac-Unc acencies aaar~c•Una 
not. lea thAn S---~--·--- $......... ................... _ .. 

Cb) ...................... -...or ~nll R«ivable from othm lllftJatlnc 

not leu lha.n. S------
(C) ............ S of r..lmbunabl~ ~xpmditu.ra tor lavtntory~ inc.lu4tnc Oftl)' d!nct l.abor. 

COlt Of taw materials. purcb.Ncd. p&rtl and .uppt.-. ana. manulacturtnc and admln·• 

btntiw cweme.d a.urqatiftc not. ka than •--··-----
(d) --··-··-~ of rt":tm.bwable ~\a lor ~\nc'\ teUiemtftta Dakl or to b« paid 

CIOne"'.ln'tn\ly (rom Any MW bon'owina fOf' WhJth t.hJs ~ }a ftuniabcd qc,... 
catlnc not ku ~ •------·· 

TOTAL 
~ 
(aa) UnliquidatC'd adva.nce PQ'lMnt.s. Pf'OI""' and p&rtlaJ pay~nta. and any ot.htr ol'fseta. 

and &ft7 amoW1t& includC'd in (a), (b), (c), or (d) abon whlch have: bMn diNllowed 
by the: rontracU.n.a qe:ney 

BORROWING BASE 

'········---· 

'-··--··· 

'-·--··-­
··----······ 

'················ 
·-··············-

3-. No amount Is lncludC'd 111 (a). (b), {c), or (d) above with rnP«t to any. Item 0t1 whkh • termination clatm 
can be but'd whlrh exCftds the: a.mou.nt of aueh Item In t..he Borrower's most r~nt ltffl\inatlon dafm, U any hu 
betn flied. Th~re: hu been no eba.na e: 'In the: amount atat.ed In Par .. ra,pb 2 sJnoe the: elate therein tl)etlfttd whk h 
would materially decre:ue: t.he borrowlnc ba ... 

4. No event exist~ whlth eorutituttt. or whle.h u:ctp\ tOt notice or lapte of time or both would c:on.nlt.ute, 1 
dt.flult apeclft ed ln 1M Loan AcTetmtont. 

·----------(iOm;;;ir)·------·-·----· 

Dot«!: --·------ ......... By ··-·<NU...=,- -----···crm;;··-·-

""G '· 
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DIIDIT e 
ftiDGJIA'IZD WAll COirftACft 

11M ..,.,o•• cenua- u...&.- u.. bat ot tta Uowlecil• M4 W \bt t.o0ow11c are ._h,.... •• cootndl .. 
.... Ia u.. Lou~\ betw.. ) .... 

·-----IH.-: 

OMN:-------------I~ 

(Bomlwot) 

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

By ---~~~---------~~-----(Home) (Tfllo) 
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,_ .................. 
EXPLANATOJ.Y NOTES 

APPROVED BY THE OIR!:CTOR OF CONTRACT SJ:TTU:M&NT WITH RESPECT TO STAl<DAl\0 
FORMS OF T· LOAN CUARANT£E ACRF.EM&NT AND TERMINATION LOAN ACR&DUNT 

OVAJ\A.Jn'EE AGaEENEJfT 

_... ......... 
(J) The JU&ra.nt~ a.cRement lJ Jssued pursuant to the a uthority con\a.ln~ in the Con\RC't Settlement Ad of 1H4, tho 

First War Powers Act, 1841, ExC"CUtivc Ordt>r tHa. the Act of June 11, 1142 (5a Stat. S$1), and olhu pertlncnt prov-tslont 
of law. No cht.n4c. in tho cuarantec ocrcemcnt wUl be permitted except ln the most unut.ual tald a.nd lhen only whh the 
COft('Uift!U:e of lhe Board ·of .:;ovemon of the Federal RHUYe S71tun. 

(J) Pu.rsvant to section lO(a)(l) of the Contrae\ Se:Ulement Ac-t of lt44, the G\larantor in i\1 aut.hori.&ation or lhrou.lh 
Ill: local nprHmtllive will notify the Federal Reserve: Bank I n wriUnt that the BorrowtT Is or hu bttn en&&&td ln pertoim· 
l.na an operation d«med by the Cu.a.rantor to be connec.ted with or re1a.ted \o war production • 

....,_IIAI 
(3) If one Pinandnc 11\1\ltullon b authoriud. u aaent for • nwnbtr of p~rtkiput., to exc:eutc a cuarantec q:rec:ment 

in tM.i.r bebaU, th~ pat1icipanu ahoUld ~ rerel1'ed to as "each bank, truat c:Ompany or otMt ftnandnc lnttilutlon whk:h Is 
or ahaiJ bt a part,y to the loan detcrlbed In Appendix I annexed hereto" or by aome other ap,propri.ate rcluenee ahowin& the 
several nature of th~ •c~menL · 

hctloa UC) • 
( f ) Sinee the auarant~ a(ree.ment coven only &he lo.t.n de~eribcd in A.ppendlx 1. any material alterati-On in the tenna or' 

the loan ahouJd be made only wHh the writ&en tOnten't Of ~ Guanntor In order that the loan, u altered, will be cov~~ by 
\be fl,I.N'antee • 

....... 1(1:1 
(5) The rtt.uated pert<ertta.Ce of auarantH will not ordJnarUy be qun:Uoned by the Federal ReKrVe Bank« the Guann· 

tor ll It cSoa not e-x«ed to per ce:nL 

-1(8 ) 
(f> Cou.nMl lea incUJ'Rd by the Finandn.c InttJtutlon atte:r a purthue cannot bt abated by the Guarantor becaUR of 

t.bc provl.aJ.onl of 5 U.S.C. 3tt. -· (7) Jt b contemplated t.h.at a punhue made by the Guarantor und~r Chia tedion ahaU be for cub. Howevu, 11 Che 
Ou.anntor own. an intunt in any obli&ation which haa b«n i.Nued under • revolvlnc tredJt UTancement. a.nd If, at or bc­
fon the mlturlty of tuda obUaation, the Reserve Bank rteelves wrlttt-n demand f.rom the Fina.nelnc InstitutJon for the pur· 
ch ... of the tame or a leuer amount of a new obUaatlon to be luued In plaee of auc:h matwi.ll£ oblilation, Ute payment !or the 
portion of the new obll&aUon purc:hutd punu.aa.t to tuc.b dt:mand wlU be mad.e by t.hc Ou.arantot' by tu~nderinl. at or be· 
fore maturity. i ta l.ntt:rnt in the matu.rinc obliaeUon. In the amount or lhe demand by the Y'inancinc Institution and without 
l'l'lwd. to the ten-day period spet!fted in thia MC.'tlon. 

- t!AI 
(8) Under \he Artt sentefl(e the Cuarantor may, a.Ctu a purchue ·and tnnlf~.r. administer th~ loan either dlr«tly or 

throu&h the qeneyo or the Reserve Bank. 1t is contemplated that a.ueh admirtWaUon will u.tu.ally be eondueted by the 
RCllt:rvt Bank. -· (I) AU amountl paid or creditC'd on the oblication alter the date of th~ demand by the Fin.anclnc tmtltutJon or the 
Ouu.ntor, ., the eNe may be, for • purc:has~ under thl.l -..rt"ement and prior too the dale of •uch putthue will be applied, 
., provided in th.la tt"Ctlon, attordJnc to the rcspcctJve intunta of tM GuerMtot' and the Financina Institution .. .uch In• 
te-rnu ~•J•t lmmed.iately after the purchase. 

(10) SubJect to any apecl.al provi.Jlon which may be contained tn Exhlbl\ D, lh' Flna.neln1 tnstJtutiOn mtY make other 
loana to the lJorrowu for the purpose ot ftnaMI.na war produeUon or rft'Onv~raion to civilian bu.ine11 or for other p\u·~ 
provldt<l the~ of the Contract• (as t he term "th~ Contnc'la" Ia deflntd ln Paraan.ph 1 of Ap~ndix I) or invel'ltory 
allocable to the Conllac:U arc not plcd&t"d ~ a«urlly for sud1 loa.n. The F tna.ncin.c Institution as ~«Urlty fo:r the side loan 
ma.y take othu eollak1'al and provide that the side loan ahaU not~ requirtd to aharc with the a-uenntt'C'd loan any banker's 
Jien w rlaht of aetoll whh re1pcct to fun•'• of the Borrowu, excJUiive of pf"'C'CCdJ of the COtltrarlS, on aencr.- ~epo~lt with 
the Flnandna IruUtuUon or •pccitlt~Uy plt'dttd u lt<'Ur-lty for aueb a:lde loan • ........ 

(H) A lt'hedul~ ot cuarantt'C' reea wi11 be prtserlbtd by the Board of Oovernon of the Federal Reserve Syttem with the 
concurrence o1 lhe Dh·ector ot Contract Setllement. - · (11) The word ••ecrtifteate .. In P:u·ac·raph (B)(2) indu.des uny eerti.lkate fumis.bcd by the Bonower in COMection with 
the Joan formula. 

a.-ol 
(13) Wht!never a numbC'r or days It 1pecitlcd in lhe Cuarantc-c Aer«mcnt or in the Loan A.pftment the word '"days .. 

Jh.tl ~ dtC'mc-d to mean ulendar daya. 
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.,...... ......... 
(14) 1t the Bortown- and the Flnancin& Institution ha'le a aTttU u,pon a non-tlrm C1m\mltment,. t~ worU .. in lt. tole dll· 

credon'' ml:y M lnatrted before the word "crant". The JtotOnd acnlfn~ of Pararraph 2 appliu even In the cue of • non· 
l'lrm ~m.mlt~M'nt and In IU<'h a c:a.e no tlcu.re should be l1U4!rkd ln Pa.rac·raph t. 

(15} ln the use of a stnJcht Joan, the wonb ''at any one t ime outatandjna"', 1hould bclatrlc:kt n out. 
(18) The nou to be u.Rd a.hould f!Ontain the: provilionJ which ap~:.r In the 101'1"1\ a nnexed N &xhibit A to tM atandard 

loan qreerne.nt, with \he bJA.nb appl'Opriatcly ftllecl In, an.d may eontaln such additional p't'Ovlsloru. nol inc:onabWnt tht:rt· 
with or with the terma of the IOM A.lrtetne'nt, u the .,nanc:lnc tnnllu\lon ancl the Banower may ••~· The note m~. fot 
exampie, contain provillon~ for ule of eollatent In the event of delauJt, atlowanee for attomeya' feH, etc: . 

• ., •• ,h 1 
(17) The followlnc lerma are ddned In Section 3 of the Contr.ct SeUiemc:nt Act of 1,..: 

.,(a) The tum 'prl~ c:ontr-.c:t.' mcam any c:ontr~M;t, &.Ctffmcnl, or pW"C:b-..e order hc:rcloforc or htnaftcr enlultd. into 
by a contuet.ina .,ency and conn~ted with or related to the p~tlon of Lho w ar; and Lho t.t.nn 'pdme eontt•tor' 
mua. any holder of one or more prime eont.rac:u:. 

••(b) The term -.ubcontraet' meana any contr•&:t. •Jreemmt, or pu.n:bue order hen:tofore or heru.tw en&.tred Into to 
perform aU or any part ot the work, or to make or fu.rnith .ny ma terial to the u:tenl that atM:h malflial 11 requ.lrtd fOI' 
the performanC"t of any one or more pTime contncta or of &I'll' OM: or more olher 1ubcontncta; and the term 'tubcon· 
tractor' mt'a.M any holdtr of one or more aubeontract.s. 

"(c) The term 'War contract' means a prlme contract or a aubc:ontract: and the term •war contta.ctor" means any holder 
of one or more war contract&. 

"(d) The tertnJ: ~rmination'. 'terminate', and ' tenninakd' refer to the t.uminat ion or cancellation, in .whole or lA 
part, of work under a prime eont.ract for Lhe wnvenience or at the option ot the Gove-.mment (exeept for default ol the 
prime contractor) or of work under a subcontract fM any rt01$0n ex.eept lhe default of tht aubconttattor. 

"(&) The tenn. 'contracting agency' me.ans any Govemme.nt aeeney whkh hu ~n or M.rt.aftf'r ml)' be authori&td 
to make c:ontra.c:ta punuant to lt'Ction 2:01 of tbc Fint War Pow~rw Ad, S941. and indudet the Reconllruc:tion Finance 
Corpontlon and any cot'por•tion oraaniz.td pun.-u1nt to tbe RCCONtruc:Uon Finance Corporation Act ( 4'7 Stat :1), u 
amended, the Smaller War Plant~ Corporation, and the War Production Board. 

"'(h) The tc:rm 'termina t.Jon claJm' means any dalm or demand by 1 war cont ractor for fait eompmN.tion for the 
termination of any war oonttaet a.nd any olhc.r d1lm undet a term.inalri war contract. which n:tub.UoN pl't'K'ribcd uncle:r 
lhU Act aulhorlze to be asserted and settlM in c:onnf'ttion with •ny tennlnaHon aettlt:mt"nt. 

"{m) The. term 'ft.nA.l and conclusive,• ~applied to any tettlement. flndiftc., or df'cltlon, meant that IUiC!h aetUetMnt., 
f\ndinl. or dec:ltjon ahall not be rc:o~ncd, annulled. modU'It'd, &et uldt:. or diare~&J'ded by any olfteer, employM'; or qftll. of 
the Ul'llted St1tu or in any .autt, acllon. or p~lnc exeept u provided in thil Act." 

With reapec:t to tha dcftnition ClOhWned in paragraph (&) above, the Di.re<:tor oC Con\nc:t Settlc.ment wUI from tirM to time 
ita:~ a lilt of "eontra.ctlnt aaeneies" lndieaUnc thoae whi.th art c:u.rnn\)y tu.arantninl loN\1 undu thi. Act Uvouah \M 
acency of the Fede~l ftt.serve Banka. 

(18) 1t wJ.U be noted that t he de6nition of •"'tc:rmin• tc:cl war contract" eonta.lned in Par11raph 1 of the loat~. &ll'ft!DC!ftl II 
broad enou.ah to perm.it bonowinta as•inst ~eivabtes and inventory under that part of a parUally cancelled c:on.tract 
stU! remalnine to be performed; tha t under Pa,.,raph S ua.lgnme:nt of .U moMYI due and to bttome due under the entire eon· 
traet may be requ.in!d; and that lhe provision& of P arac raphs 1(c) and 8 apply to all ~nt.l under the eontnet 

()9) Cu.rtllt~ Commilment.J OA uJICG,.ct'Utd Coldmct.: 
1t the Financin.a Jnatttut.lon ancl the Borrowe r des:irto to enter into • f\rm commitment for the ftnanclnr of nontcrml· 

. nated contncll e~bUna on the dale! of e-xeruUon of the loan a&reement whc:n and it auch eontt-attt bec:otl\e tt"nnlnat.ed. a provl .. 
aJon may be added to !::xhlbtt 0 listina s uc:h nontermin•t~d war eontra.c:t.a with an .,reeme:nt by the Flnandna InatltuUon 
that auc.h contratta may, upon termiution, be • dded to Ex.hibit C without further approval. The addition of terminated 
war cont.r&c:U to Exhibit C a.hall be made by serially numbered suppleme:n\1 fUtd ln. ftve c:opia wilh the F int.neinl InsUtution. 
The • uppleme:nta shall be in the same 'tonn u z.hjblt C with the tollowi.nc added at the tower left hand comer thereof. 

Approved: -------------------------------114 

----------(F-inancln,~inatit~\icQ)-------

B'y -·---·--··-····- · - · ------·---- ----------- -----(Name) (Title) 

U the Financin.« lnttitutlon approves of a supplement. it shall aian .U eoplc:t. retain one tor U.s ftlea, mum one to the Sol'· 
rower, a.nd ~end the other three c:oplet to the Reserve Bank. 

(20) Since the termination loan qn"C!ment La dnicned to ftna nce te rmlnatkm d.a.lma ratht:r than production. the Plnanc­
ln.l Institution may ftnd it Mvinblc to dec.Unc to P6Jnlt lneluslon 1:n b:hlblt C ot conti'IICU whkb h.ne been tftmlnated 
only to a miaor utf'nt when the effect of tht:lr lnduslon would probablY be to malle the propoRd borrowlnc ln a-ubltantlal 
part a loen for produetJon pUJtiO&f!$. The Financlna Institution may rclule to penni\ addition to the Jilt oC terminated war 
eontncta contained in Exhibit C of such co:ntncU u art by their kr'ml not aultnt.b1e, or 1:'1.\aJ requ.~ u a oonclltlon of UM 
acid.idoD of avch oontra<:bi to the lilt that the Borrower obtain an •ppropriate amendment permltUn1 such ual.ln~t. Jt 
ahould be: note<l that prlme contrac:\1 providin& Cor o&)'Tl'lenta &Ciftt&llnl less than $1,000 are not ..,~.enable uder \M !f.A,. 
alpmtnt of Cla1ml Aa of lMO. 

-SOb· 

( ) 

0 
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UU T1M noc. m.~y be rnadoe payable on dtmand., or ma.1 be 10-oday nota. or m.ay haw IUC'b oUMr maturity, not more; 
thu lhrH yun aflft' the date ol the ~t. .. the ftnaneln.l tn.tah&tb& and the Borrowu may ...,_. 

(U) lrrnpec1Jw of wbetbtr or not the P\M.ndtla INmuuon • \Uidt.r an obl.i.cation UftCkr \he t.n'ml oC the a.crH~Mnt 
\0 utmd tw1.ber l"ftdit. \he MC'CIOd .n~ ol hrllfaph 2 ill lnlmekd to ci-w tM Borrowu- Uw n.~ht to borrow ac•m. 
from dme \o tlnw, up 10 the amoun1 or t.M P04.tl wl\lc:h han bftn I .IVa. in conaideralioft. of lbt loan until t.ht ftAal maturiiJ' 
dale lnM.r1ed lft Pa.nanpb 2 or \LOUI lbt ncna an Sn.a.Uy paS4 ~~ \0 P.....,..pb a or ot.huwiM, whldwftt lnt 0«\U''. ... .., .... , 

(U) 'nit mu:tmum lnl6elt rate, u prtte:ribtrd lJo)' the Boel'd ot Oo\.~ts of the F~ual Restrvt Sy1km whh the ron­
~ of the Dirf<'t.or, la t \t; per eet~t ptr annu.m almple inttrtit, and lntco:rat m.,. IKit be c:harctd a·t a lttlttr nw chher 
before or attu maturity . . .,.., .... . 

(14) Tbe maximum c:ommhmtnt fee, u pr8Uibtd by the Board of Covemon ot the Federal RcH.rve S)'t lem with tbe 
coneurntnce ol, the OireelOl', l.t Yc of 1 J)tr cent pt.r 1nnum biNd on tho avt'nae daily unused balance of the mnimum prin­
c:tpal amount of the loan, or a. ftat l ee of not to uc:f!ed »0 without rtl'rd to the amount or mat.urlty or the commitment. 
Aceotdlncly, the (Ommltment fet-, il any ll charced, may not cucoeed thl.l maximum. It a n~t tee 1.1 cht.rctd. the ftnt Rn­
tenee of the Paracraph •houJd be chanted to rud: •'The Borrower •hall poay on --------............. u ... • eom.ml1.mcnt fee 
o.r •··-·-·-·--······--··" 

(II) No termination f", aervic:e fee, or other fee oft aimllar character, ex«pt charatt covtrlnf out-of-pocket cx~n1n 
of a ftnantln& lrutltutlon, may be cbuet'd.. 

(It) Out-of··pockct UPHIRI do not lndude a.n.y ovtrhnd ex-penan. 
Pv...,._h I 

(H) '!'1M obllaadon lmpc!Md. u.poo the Bonowu lO mue .. 1cruncn~.t tncluda the obUcaUon. lO uec-ut. S\IC:h docw:~Mntt 
and e.ake aach action In con.ntcUon 1.butwitb u UM rtnancl.nc INtitutJon may ""uonabJy require Whadlna. ln the c.ue of 'tt. 4 
ruboontraeu. the livlnc of Sl.ldt DOt.tc. to the JIW'(haMn N may be necetUJ"Y to Pttfttt the aaJ.cnm.tnu. 

(U) The ulent to which aalpmtnts ahoWd bt ~lrtcl prior to or c:onttmpon.nt(JUlly wi th an,y botrow\na u.nclft' the am MCWftee ot thlt P~pb wiU depmd upon lht tnrdit atandln.& or the Bomrwtt and upon the prtetkal probJema of 
.. lpuMnt which m.ay eldlt In a ~a:r c-. Tbt Fili&I'IC"lnc IN:tltuuon ~. by an appropriate wrt\lna. .,.... lO U«pt 
JP«lftc contrxta fi'Oft\ the requ~t or .... ~.anmeat. lA which eue nodce or tM coatnc"\s ao u.c-epted thoukl be clvm to 
the R8erve B.anlt. The P'in.andnl Institution ma.y abo provide ln ~hibit D for a aenual ex~ FOt uamplt, Exhibit 
D ma.y provide that eontreeu on Exhibit C N to whkh tM "'Eidmat.ed Amount of Tt'.nninaUon Claim .. la leu than •-~--­
need not be usltned un.ltu subleq~tly requftted by the Pina.neln.c lNtitut.ion or the Guarantor. If weh a provlalon it: fn .. 
eluded In ~hlblt D, the cSolla.r amount ot eontraetl tO ucluded may, If the 8onvwc:r·• c:~it it •t.ronc t:noul h to wa:rn.nt. 
bt: made auft\eienUy hi&h to that Pa.racnph ~ wiU ln t tfttt mertlY eontthute a eovc:nant to auian u,pon requut of the FlnllM:· 
in& InatltutJon or the Guarantor. 

(H) In the cue of a weak erecllt, lhe Flnandnl lntthut.lon thould lnelude, in Exhibit D. a covenant rndlna JUbtt&ntJaUy 
u loUowa: 

.. At any tlme upon request or the Flnanclnc Joatltutlon or the Guarantor. the Borrower wJH pltdae or morttaae u 
further aeeu:rlty tor the loan all or any Inventory tppllcoble to the Contracts.." 

Any pledce punua.nt to •u.ch a covena.nt •hould contain a provlllon for releue of inventory to pltd.ced to the u tent of pay­
ment to the Flnanodnc lnttltution or the c01t or pr"'O:Hda thtrtOf, u the cue may be, in lioC'COC'dance whh the tenon. of Para. 
c raph I of the loan aareemenL 

()C)) u ·nder tM Jut Mnte:~ of lh.il Pa.raanph, the F'ina.ndnt lNtitution.and the Borrower in ault..able caHt may a&l'ft 
to a provltJon in Exhibit D pcnnlttlna lhe ex.Ute~ of UtN \0 t«"W't: advanc-e payments. 

(II) The number of day• durlnc whkh an encumbrance mq ~ permitted to remain on l.n.ventor')' ot O'lt Borrowtr with· 
Ol.ll creatine a default, whkh Ia to be inat:rted ln t.tt. lett Hntt:nce or lhia Pa:rqrapb. will de-pend prlmaril.y u.pon the Cftdlt 
~ of the Bcnower. ' .......... 

(Jl) Tbt FiMnrin& lnltitu:tion aball protl'lJKl1 tubmlt to the Ranve Ba.nk two copia or \he lou fonnWa etrtUk:atc 
t\am~Uttd by \he Borrower a.t the time of the lnltial borrowtna. 1ft the event of a serious 4iiP"'- bdwem the ~~ ln· 
tthutkM\ tnd \he Borrower u to wbd..hu the borTowlna, baM b aubltantiaUy cwentated V. val~. for the Poii'POM' of 0\il 
Par..,.ph or or P.,....ra:pb 8, lhe partie. ru,. It they mutually dnift, reques:t the Guarantor to cona.idt:r \be matt«. U at \be 
time of U\7 borTowinc. or at any othu time, .UIUonal J«Urity not reftn"ed to In the applka.don or loan ~~t tnd not 
previou.&ly repotUd ia fu.rn.iabed, a report thereof ahouJd be promptly mad.e by the FlnaneinctNtltu.tJon to lhe Rotrve Bank. 
....... aph f 

(33) The P"i.nanetnc ln.ttltution may, for examplto. dttm It dNirable to rt"Quire under the tlrat wnttnC"O of thla Paracraph 
the tumb;hlnc of proftt and lOA 1-t..t~~nt.. an analytla of •urplut, data u to daims unde-r th• Borrowtr•a terminated war 
eontracu, 1nd atattmentt u to Ole i.nau.ran« required to be maintained by the Borrower under P41rtlt1Ph 10. 

(3-4) One copy of each of the t\atementt to be: turnlthed under aubpuacraphs (a), (b) and Cc) m1y be retained by the 
1'nanelnc In•thutlon, • net two copif'l should be torwardf'd to the Ru~rve Bank, whirh will retain one copy and forwtl'd. lhe 
olbf.t to the Guarantor or tucb penon u the Guarantor may d'ro~l&n•te. 

(35) Under the deftnltion o! pt,yme.nt... a number of dltrer.nt aHuatlona are eontem.plat.ed: 
(a) Ther. may be a aale o! inventory •pec.ltkaUy approved or authorized by the propu a.uthorlty. In aueh cu.. the pay­

m.tnl wUI be t.M amount or the proceeda; lh• date of payment wlll be the date of ~Ipt or the procttdl by ttl.e Borrower. 
(b) TM:rt mliJ' be • retention of inventory approved or authorired by 1M proper •ut.hot-lty with • IP«Itk eredJt allowed 

on 1"1 d elm ftltd.. lA aum ease. the paymt.nl wlU be the amount ol the credit allowed: t.ht: d.at.'Of pqmenl wUl bt: the data 
of t.be allow~ ol U. cndiL 
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Cd 'rMrt- may be a ula at b\Yt:t1Lor7 •PPI"'""d Ott authorized bJ the: proper auLhoritJ Ulldft' a blanket wthoritt &o diapoae or lnwn'«Y at DOt a.. LhM. «1M or at .no& lea &han a stated Ptrttn._,. of CGI1. In suc:h aa. lM a.mount of \.he PQ'IMnt wW be \he amount of &he ~: the dl.t.e of PlYJ'Mftl 111W be Lhe date lM proeHds ot the ule are rtc.'dvtd by the Borrower. 
(d) There m.-y bt 1 def\nltlve ._ltctlon to retaJn Inventory not epprovt'Cl or authorll.ed by the ~r au..lhorl~y wlt.h a apedl\c trtdlt IIIINt the Borrowtr'a daim whue d alm hal: bftn ftkd or aca.lntt hlt pott'ntW clalm wht:re noM hu been ftk<l. Suc:h a ddlnhJ~ tledlon to ma,ln OCCW'I when Lhe Borrowu rtliftquia.ha lM richt to lntl* the coM of auth inven· &ory ln hil elaim and m.ay be ~ b7 writtm nodce to the propn- av\hon\7, by u te or \1M lnnntoc:y without ·~ ~\. b7 lncorpondon ot lnvmtory Ln dvUian prod~ or by olht.r mrana. l.n auth '*H. Ole ~~MUnt of the pt~yme:nt wlll be tM con of \he lnvt'ntory or, II the act or t.lcction ll • ••l~ the pi"'tttdd: of the Nlt If \hat U 1re"~ than eo~t; the date or payment will ~ the da~ when lhe dtl\nitivc act or eledion wu made. 

In tht em of a prime contract tht "pro~r authOrlt.)"'" to approve or authorize di.lpotitiom or.r·etcntlon. ol property ll the C"OntrKdn.t a&tncy. In the cue or au..beontract~ lht ~Ptr authority'" m,a,y be lht pu.rthaau or t.M conttartl.n.l aamq or bolh cltpm.dtn.a: on lM ti:revms.tantt'l and Uw applkabt. R&UDtlonl. The word "'cott .. rdtn Lo \ht Borrowtr'a coati or ex· pt:ndJtu."'" URd in comput.iq the bonowlnc but. 
Pua.rre,p.b l 

<3•> The Goven1ment dOtt not u_ndettake rttpontibUhy tor u.l.ttln1 In lht Ananeln1 of elvUian lnvcmtory undu the provb loN of the Contntt ~ulemc.nt A.et of 1944. Th.ereforc. the Fanandnc lnlthutlon, U it prtt<rlbes a puiod In txca~ of lhlft d.l)"'. should prHtribe • reuonlbJy ahcln Ptrlo<l witb.ia -.'h.kh the paymtn\1 nqu.ind by Pancraph I ~ t.o be macM. The Y'ma.nc-inc Institution rn.a.y prac:nbe difltftftt pe:rW. ror pqrl'IC'ft\t ansinc out of lht llt'Vffa1 d.-ts of evtnt.a upon the hap­pmlfta ot whk:h payrntntl are required to be- made. And may pretttibe • ptriod of 1r~ for small pa.ymtnta. ll \be emlit ol the 8orTOWe!' it not JUonc. prompt p.ayment should be required. partleularly Ln the event ot inve-ntory ftttndon. (31) Jf either tht Finaneln1 JnJtltutlon or t.ht Cuanntor notlAn the Borrower of an. oventJtement punual\t to dawe (b) of Parqnph 8, It should forthwith notity the othe-r 5)Ut.V lO the Guarantee AcreemenL 
Panp apat I 

CSI) If \he Bonowe:r hu sublid.laritt: &l'ld it It • ckt:iftd to UH <o~nl net nuTftlt aucu M a buia. thit aboWd be spee;lft.trd In Exhibit 0 :. In lh1s evtnt., t:OMJdtrallon lhould be c lvtn to wht'ther or not an:)' rn:trlttiON lm:J)OHd upon the partt'lt ahould alto bt applit'd to tha sublldl.arlH. 

P u .. r.ph n 
(3;t) 'nle standard form Gf loan aarHmtnt 1s dtsll'l'\fd tor use ln ftlftftKtlon with a straieht loan M a revoiYf.nc; cndit_ a Arm ('OI'Nnitm.mt or a loan under whkh the Finand.n1 Wtitutioft )t not Clbllc:a .. \0 extend t'UI't.Mr crtodit_ • alnl1• beck c:rNit arn.naanent or • rnultl·bank ttedh atnnetmtnt. Md for a •ttonl ttt'dil or a weak cndit. 1t la reeosn.Lttd that the Financ:tnc lnltitution and the 8orrowtr m.a, wW. to add ln exhibit D turthtt provtakml IPJ>tOptllt. for the putkular ft.nanclnt arn.nii!'MC:nt betwetn thern, 
(40) Condltlona othtr Lhan tbolt rtQulred under A,pJ>tnclix I will be prt:~erlbM by lht Ci\lu-&ntor 01' t.b.t Federal Baerve Bank only ln u~pUo.n&l tlre\unstanc:t• and when they are durly ne«aafl' to proctct t~ Oovemmtnt•a intuat: bat il ll ~ted Wt the Fin.a.nclnc lnatiluUon, in the CIM ot a weak cncllt. will ordinarib" lnailt upoo UM: lndlillian ot the prvv._ quoted ln Ea;planatOry Wote <U). Addltional c.'W'Id..itioN for inch.ub\ lA b hJbit D may be &CJ'ft'4 upon by the Bon'Owtr aM the P'inanclnl lmliludon anc1 if not Unff~le: or lnconAa:t.mt with the atandard t.e:nninaUon 1ot.n ~t_ Ndl eat~.· cliUona wiU not be ob)tcted to by tht Guarantor or the Rutrve 8e.nlt. 
(41) The Guarantor wiU htve no objtctlon to the tnkrtlon of 1 pro-Aston rtQulrln( the Borrower to apply ftnt to the F inaneln1 lnatitution btfore obtalnlnr II'IY other IOMJ, Tbe Flne.nclnl lnatituUon m1.1 alao lnaen an addittonal provlllon prohlbltlnl oL'lu borrowlnJJ.. wtthCM.at the conRnl of the Fin&ncl.ot lNtituUon, Of piiC':lnl a c:tlllnl tha'eon. (U ) In ordu that add.ltional t.mnt1 mq bt- e:karly d~ from tbt provt.lona or tba atandud form. UJ audt ad· dlUonal Wtmt; abould. be Mt forth ln h Mbit D or ln 1 rick.r att.Kbtd lhtrtto. 
(U ) ln MY cue whtre ~lthc:r the nnancinl lnltltu.tlon or the Cu~ra.ntor txercti«S h• option under the Loan ~t t.o terminate the eredJt and ~le:r1" the nota, it ahould forthwith noUf)t the otbtr J)ll1)' to tht Ouar~ntH Acreement. 

Exhlblt JI-.Parqraph 2 
(44) ln Ct:ntnl. \.h.t Ptrtent.a&a In the loan formula etrt!Aeatt •JtMCI upon by t.bt f"inJ.ndnclniLitution aDd the Borrower w W 004 be quatioMd by the Federal Jtes.ern Bank or tiM Gu&nnt.Or. 
(4S) U a brukdown betwem manuf&ctwinc attd actm1niltr•tlva ovt1'bead. ia • vaiJabW, it lhould M t\tmlthecl by the Borrowe:r, and in thla cut ~e worda .. and ldminiatrlllve'" rna.y bt omit~ from htm (c) and an additional lttm telltlnl solely to tdminiltntlve overhud miY bt 1ddC'd. SimUarty, whe re clrcu_matl.nc~• wtrrant. there may al10 be added a MP&• r ate Item rel1tin1 to othlt Rlmbu.nablt upe:nditure~t provld~ that a breakdown of such item ll furnished and tpprovtd.. In IllY of the above eua, tht ldc{jtional IWms will be ltt~rtd <•>. (0, ttc. U • lurthu brtlkdown of expe.nd.ituret it duirecl. u bttween ftxed-prke and cott•plu:t--a··ftatd·· f" contracu or N bttwttn prime contracta and aubcontrwta « u bef.·ween apoo proved lnd uupproved Nbeontntt MUlt:motnta. \hil may be ~lithtd by aimila:r ~-(41) With rtfereftC'a \0 (Nl, amounLt ""disallowed bJ the eontnctlnl IJtnc:y"" indude any part of a termlnatJoo dalm d.-. allowed punuant to Stct1on 13 of lbt Att rtiWlni or whethu the Borrower b.u taktn 1n •ppta.l, txcept to the txtent that •ueh a,ppa&l Ia auataintd. 

l:o!Ubll - ........ ' 
(41) n ia uped.td t.hlt in all cua tbct Borrower wW exerdM du. diJ.i&mc:e ln 41lttc terrnlnatloft da1.ma • promptly u J)C*lblt~ Due to lM wldt:l7 vat)'IAJ fldon involved. auch u the nu.rnbrtt ot BorTower"a canet:Ucd con\nc'\a aDd the rd•Live a&mp.lk:lty or complt:iJ\7 of Pft'P&rinlhia daima. i t Ia not dH:med teuiblt to preterlbt any unlfonn tlmt within whkh dabN m~o&at be Aled.. Rowtvtr, where the Flnandnl ImUtut~n and the Borrower ean tlrtt in tdnnce upon a ftUOntblt ~ tor ll1nC da.lml. tM7 can of toune provide for •uth a Umit.aUon 1n &xhlblt 0 . 

0 

0 
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APPENDIX 8 · IXBIBJT VI 

S.~8, l~ 

Pllreuan~ to t.he outllor1tT OOD!'arre4- .. '117 lleot1Cil ~ (1>) ..., lho · 
t1on 8 (o) ~ tl» OODtroot S.tt~t Aot ~ 1~, t.he 1'ollov1JII pollo1H, 
pr1Dc1pleo, Mt.bodo, prooe4uret~, """' ..._ rolot!.J>S to porl1&l -'" 
o:a. eCCOtl.Dt ot t..ral.Datloo claJM ot all wr oc::et.N.oto:n, 1Del1141:Gr1 001t·•plu­
•·1'1xo4-too oaat.rootoro, are prooor1bo4 tor all oontft~I.J>S .....,1eo: 

1 . GoDOJ'Ol 1'0110100. Tho coatr&~I.J>S -100 oro l»re'b7 4.1ftot.o4 
to prortde .. ,. oQiltroCitOl'o bartJoS fUIT tonol.DotlOD olo1a or ololao Vit.b o4.e­
quata 1ntarla t1Jlanc1"6 vit.bln 30 de;rt otter propor oppl1oot1011 t.herotor 
to auch •sene tea. Upon requ.ee-t or n.r ooatreotor., auch interS. fiDAnOiDS 
s!>all 1>a affaot66. throuel> penial P81110nto to tl» -toot artent pr&otsooblo. 
ContraotinS esenc1o1 aoc1 var oontreotore 1hall tate ade-quate •tepe to 111u.re 
that euboontrootora ree-t1YO partiel pa,_,nte Vben 4ee1red b7 tha. Dtt.ratM .. 
t1on of tho 11110unt of partial P81110nt• to 1>o •I!A 111>4er t.hie regulation oball 1>o 
vlthout pH.)u41oo tn tho D08<'t1at1on ~ final oottl-. 8uob -nto oholl 
ba aubJac~ to Seotton 9 (b) ~ tho Act, proT1Ul>s t.llot fUlT _,.,, po14 1n 
exco•• of tho -• n~ 4etozalno4 to 1>o 4uo on tho tonoinat1011 oloJa oholl 
1>a -t66. .,. ..., traa tho ()Oftl"!DOnt to t.he .,... CODtro.otor rooo1Y1JOS 1t. 

2 . a .. ~Partial P•errte. 
aball be ere •• follow: 

(1) -tate parl1al pa-nto, l>ooo4 on oorrt.~ • oot1altoo; 

(11) Coot-oupporla4 pdrt1al P811101ltoJ and 

(111) Controlla4 parl1al pa-nto into opaolal occounto. 

(b) Partial pa,_ata oholl, 1n pDOl'ol, 1>a ""'" to pr1al oontrootoro 
on their own appUoat1on~ baled on tbeir ow. tena1Dat1on chargee and. on tbe 
oppl1cot10DO ~ oul>aorrt.ro~ tl"UID1tt66. throueJ> t.he priM contNctor ond 
fUlT 1nternm1"8 oubcontroctoro to t.he ooatr&ot1"8 -· 8uob appl1cot1oM 
oballl>a ~. b7 botb prao cont.raotoro ond ou-ro, 1n oubotonttall7 
tho f'o:m of Appl1oot101l f'or Partial. P._nt pl'OT14e4. lJ> appropriate 
oaaea, partial pe..,...nte U¥ be •de to var ooutn.otorw to eoable ~ 1n 
a4Ta.nc:t ot tuboont..Nct.ore • :requee"tl, to eeO::: UJ) a .t\md t"rca vhich ~t par ... 
t1Al e.Dil fi.nal pe,...nte ~ be •4e to their tubooatractore; in tu.oh o.ttl 1 

epecial requeett .vlU be •do, vb.lcll need not tollov the appl1eat1oa fora. The 
cotitract1.J:te 88eno1et r~J431 1n ad.d1t1co1 TU'f ~ application tom 1n euoh M.DDer 
•• tbe;r 4eeoo opproprtate ~o t1» particular oaoo to proTide f'or t1» ll&ldnt! 
of partial -nto uPOn a group~ vv oontrooto. 

3· I Uatt Partia.l P!J!!Dte Bl184 on contraoton t latiaatefl. 

(o) OODtroot!.J>S -liC1oo oboll •a -•to parl1al. ~ .... tor 
t.be beoattt. ot &Q7 var oout.ractol", 1tbet.ber pr!M oout.ractor 02' J'lbocDtzoao .. 
tor, P:aovt17- t.1» til1"6 or oppl1oe~son t.herotor. eontro~1"8 -loo 
alu:Nl4 P:GoPtl7 pAt t.he nq111ot tor port1&l po.:riiOnt 1n t1» I.orsM~ _. 
l>al1o-..4 ........,l>lo 111>4er all t.he c~ t.lloon -, INt. ouoh -• 
oholl not .-~ or tl» a.>u:zrt oort11'io4 1n t.11oo oppl1oot1on •• 4uo "" 
acoOIIllt ~ tbo cont.rootor'o own eooto alloooblo to t.he -~ portion of 
tl» corrt.root. Ill deciUJ>s t1» aowrt. to 1>a po14, t1» ooatrootor'• appl1ca~1oa. 
ohoul4 1>a •-14ora4 1n t.he 1~ of t.bo pnoral reputation ~ t1» ooa~r&otor 
and ot.bor rolonnt f'ootoro. Controot1"8 apnc1oo ohoul4 out.bcrtu porooanol 
II&Jc1.Ds parl1ol po,_.to to bloo their detenoinatsoa. or t1» - to 1>o polll 
oolel7 on t.11oo oorrt.roctor 'o ~PPl104t1on unlooo tl»ra 1o mcvla4p or ot.her 

ral...nt raotoro a1l1tot1"8 --· o\1011 _ .... 
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(b) AI> t.o<Uaw partl&l ~~ vlll be au 1.n MOll .... 1n u 
-~ BOt .l.eoo t.haA m at t1>o oaa~rao~ pr1oo at o-111>14 artioloo not 
uU•ored, plu m ot t1>o oaatraotar' o oot.S..to4 ooow at rav •wJ:'1a.l.e, pur­
cbuo<l parte, IIOP}>Uoo, 4.1reo~ 11'bor- o.o- oUooeb11 to tllo t.JSI.nat.4 
~lOll at a OOOltraot (but not 1.11Cll>41Dc tllo ooot at •-111 ta.c1Ut1oo .,.. otl>or u-- Uloo~ to be at. COOlt.rvYoro1al oboroowr, and not 1110ll>41Dc protit), 
...W.oo (1) - -~•tl.D& -7 hu ro&OOOl to bel1on tllot tbt oppUoot1aa tar t.o<Uaw part1al _.,t voo BOt t1lo4 1.n 8004 talth, or tl>ot tho ._...t 
NQ.U.IW. 11 IICIII1YI1 or tll.at protection of the 0oT1ru.:ot'1 int.Nita !'e• 
qu.lroo 40111ol at tho appl1co~1on or -n~ l.n a 11ooor UOIIIlt, or (2) ...W.oo 
tU oontl'e.otor Nq\Witl paJ"Mnt 1.J1 & haNr a.ount. Tbie proYilioc tar ain1-
.,. partlol-11~0 &lloU no~ bo OOOlOtNocl to U.-1~ tllo roopon.o11>1U~7 at tho 
oontrao~in8 -110loo to - partial _..w 1.n t1>o lt.rpot _,t boUnad 
r&OOOOlOb.l.e Ull<ler tllo proY1o1ono at oub~pll (a) at thlo porop"Opll ). 

~. Coet-B!!l?portod Part1&1 Pyaonto. v .... t1>o oOOltraotar 11 ... wlltitt.4 
aubat&.nt1al .accOUiltJ.Aa data, e.D4 a pnl1al.o&r7 re•1ev thereat 1n41oatee tbat 
tho appUoatlaa 1o proper &114 1o 11\1Pport.4 b7 t1>o d&to oulltitte4, t1>o oOBtroct-
1n,s apn.o;r, to the extent requeet.M1 1h&ll aate an a441t10D&l partial p&jment, 
or 1t ncme hal pre•iou.el¥ been .-te, 1 pe.rtlal ~nt, 11:1. an a.ount vhioh, 
topthor vUb ~ otbor part1al _..w prortouo~ au aa tho - wno~.na­
tlaa olo1a, eqll&lo: 

(a) AI> ..-mt equal to 100 percon~ at tbt .-...t pa:ab11, a~ t1>o 
cootroct price, OD acoOW>t at accoptob11 u- o-111>14 prior to tho tonol.na­
t10D date under tl1e tol'llll ot the ocmtroaot, or CQall;plAtt.d thereat-tar v1th tbe 
appronl at tho oootroctl.D& -=71 pluo 

(b) AI> -t equal to~ at tho coot at rav atoJ:'1a.l.e, purohaood 
po.rW, WPplioo, 4.1reo~ l.a'bor, and anuroctar~.n& -..- t.llocal>lo to tho 
t.JSI.natod port10D at tho YOr CODtrao~; plu 

(c) A rMO..,.blo perc011top at otl>or allovo'b11 cooto, 1BOh14.1.11a 
edejnhtJ».ti'YI 01'1rbM41 allocabla to the ter.!naW portion of tbe VU' 0011-
traot not l.ncludod 1.n tho torosol.a&; plu.o 

(4) 8110h o441t1onal _w, 1t ~. ao t1>o oOD~ctl.D& _.,., "-­
...., •• ....., to proY~<Ie t1>o ...,... COOltrao- v1th a<leq\l&to l.nt.rla t1nancl.D&. 

'l'bo -t to bo paid UDd&r lhli>por&p"Opho (a)-(4) a'bo.a oboo1l4 not bo -tor 
t.haA tho ...,..t vb1ob, 1.n tho opl.n1011 at tho ccm~otl.D& -7 attor ouch a 
pre1..1a1.n&r7 :retiev, 1• 4ue to tbe oootraotor 'b7 reaeoa ot t.be tera1D&t1cm. 

'. CCIIltrcllo4 lytl&l l'&Jpnto. 1lbell a var cCDtraotar requootl.D& or 
~Orvordl.D& an appUoatlaa t« a partial __.,t, 1o - to bo l.nool•011t or 
111 -..t 4&Bpr at l.nool•"""7• or - m appUoatlCD tor t.o<Uato p&rt1al 
_..t UZIII.er tho o...U t.10111 aot torth l.n -ph } a'bo.a hal - 111 vllol.o or l.n part 4&111&4, ~1&1 _ .. to 87 bo 4epoo~ta4 l.n a OPKlt.l account, 
hrt1al __.,to 4epoo1t.4 l.n OPKI&l aocounto v1ll bo ro-- ao po.rl1011l&r 
1- at coot or p&7811to to ou'bcCDtroctoro aro &pproYo4. 'l'be l.ntoraa~ at tho 
Oon.-nt 1.n ouch oaatrcUo4 aooOW>to &lloll 1>o protootad bz ouch •tho4o u 
tho oaatroctl.Dg" _.,., oono14ero a4•1M'bla. A441 t1Clllal -nto 87 ~ au, 
h<a t1a to t1a, i.Jlto tl>o COiltrcUad &OOOW>t b7 tho OODtroctl.D& -DC7. 

~~~· 'l'bo appUcat1aa at a 1\l'boaatrac-
:::: tho var o011traotar l.n tho tlor ,__.a .. ,.., a'bo.o u4 ...W.oo tbot ,... cOiltrao- -· tho __.,, pur-

0\l&llt to auth00'1ut1aa h<a tbt oODtroctl.D& _.,.,, &hall bo ~ttad 
~ OODtraotual olllullalo to tl>o OCDtr&Otin8 -1107 ha•l.D& Jur1a41ot100l '"or 
tho prao COiltroct, Jacb pr1ao oCDtroctor - upper tlar oul>cOiltroc- tl"aa1&­
a1 t~l.D& tl>o appl1oat11111 &lloll ou'baor1be tboroaa a oto-t oubotont1all7 ao 
Mt forth CD the font ot appllcat1CD; or.- 1D aD.¥ appropriate cue, ao •~;pla­
aatlCD ot ita 11Dv11.1.1D,pe•• to eubeorl'M to rach a •tate.n.t. In the etct 
tl>ot tho cOiltraotl.D& -7 totoUz 4&111oo t1>o appUcat1CD tor part1al __.,t 
1~ &hall pro.t<le tOO' tbt ~1a1011 at not1co at tllo 4el11t.l ~ cODtrao­
tual oho.m>ol.a or otl>orv1oe, to tho appl1out. hrtl&l p&7811to to ou'boaatrao­
toro aro outhor1&a4 to bo .a4o ao ~ollovo: 
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(a) Bucb -nto ebell, oo tar~ pooolble, bo 80@ to priM oontrao­
ton ill rel.1e.Dce oo tbo1r 88J"'a&nt 'to pe.7 over to their aubccmtracto.ra or t.o 
ct"'dit &sa1Jl.lt a.ounta ~ trca euch eubcontractora tbe a.ou:otfl receiTK b7 
thea tor tho bener1 t or auch eubcootre.otora . 

{b) lt a pr1JIO oootrao- or an 11lto,..on.l.ns ouboootrac.tor 1o cl-.1 
to be 1neol,.ent or 1n s.unant 4ara&er of 1D.Iol.,enc71 or tor ezq other ree.aoa. 
11 unablo qr 'Wl:Vill..S.Da to Jl&7 mer to hie eobccmtractora IJZl1 pe.rtial p&7Mnt 
rece11'bd tor tb.e1r benefit, the contractins apnc7 DB7 ut1llto t.he cc:ntrolled 
account procedure eet forth 1.D. pe.re.er$,ph 5 above. 

(c) 'l'lle controot11ls al!"pc1oo m11116lto partial poJIDOilto direct!¥ to 
eubcontractore, 1n aooor4e.nc.e Yit h aucb proced\ll"ea &I have been or -.,. be autb.or­
itod b7 euoh e.een.otoe; &tid ehov.l4 -.ke such partial ~nt·IJ 41rectl7 :where 
there 11 evidence ot unvarre.nW dolAtJ v.nder tbo normal procedure a. 

In tho cases prO't'ided tor 1n eub~pbe (b) and (c) above, ~nte 
11/AY bo ado vt tbou.t the cert1t1catea of 1ntentrn1ng coo:tractore , pro"fided thM; 
au.tt1o1ont other 1Dtormat1on Juet1t:rin8 such p&rti.&l p&11DI&nta 11 &T&!labl.e. 

lfoth!De 1n this rogulat101l aba.l.l be cOD.stnl.ed to prevent u;s var con­
tractor trca mak1na partial or other pe.:mente to ita au.bcontre.otora pureuant to 
delA:tgation tree tho cootract1ng asency, or eubject to eu.beequont approYa1 by 
tbe ocntroot11111 811"1107. 

7 . Reti:lllatee ot Partial Payment Arr1Yed a t 1n A4•a.nce of Termination. 
Interim t1nAnc1Dg b7 mDaD.B or partial J)0.11D8nta will be :tacilltated i:t contrac­
tors oatil:!Dt& the amounte HqU.ired whoro thie 1e practicable 1 ill M•anco ot 
actual tenrdnation. Such prior eatiliBtea vill be baled upon the ooet o:t the 
eeti'11.'lted inventory, 1nclwU.ns rav sterials and vork-ln-proceea, all.oc&bl e to 
tho to:rminated portion ot a contract at epoc1f1ed stases ot CCJa!.Pletton, o.x:cJ.ud. .. 
ing thoae items which ho 111ten4e to retain, .Bat1taatee a.rr1Yod at betveen tho 
cont-ractor eul4 a coo.tractina aaency in achance Cit terml.nat1M v111 not conati tute 
bindin.s coaat t.ente upcm a contraetiDg aeenc1 but vill be subject to contirma­
t1on and adJu.a1>oont b7 tho oootroot11ls 811"1107 011 or attor tom1nat1on. They 
vill1 however, provide a reaUatic means tor contnlctore to 41aouea their prob­
ab).e !~ctna roquireiiiOnts vitb cootractlns asenclee and vitb their !.J!medi.ate 
cu.eto::Dttr a and vtll attord a baaie on vbioh, prior to tonalnat10D, tho reasonable· 
noaa o:t contractors• sati!zatea ot coeta on vhioh the part1Al ,pe.7J:D16nta vU.l be 
granted, may bo cbeQk:od, wbject to OllJ' necessary adjustment af'ter term.ination. 

8. An¥ 11ltor1m .tl..nall011ls by """""· ot partl.41 pa-nte bero-
under wcb a manner aa not to impair or mod11"y 8DJ Yalld 
aeeig:Dment ot All1 ola.lm under a ve.r contrac.t vtthout the cODBent ot tho partie& 
thereto. CCI1tre.ct1ng agenciea 1n lll8ld..Jl8 pe.rtial pa,.nta, hovevor, 11141 l"'l.J' on 
the ata.te~~SDt 1n t.be appllcation that no a aaigumanta are outetanding, in the 
abeenco ot actual knovledso to the oootrary b7 tbe contracting officer or notice 
given 1ll acoordalloo vith tho Aee1_.,t ot Clo1lu Act ot 1\)40. 

(o) All¥ unlhu1dato4 balallcoo ot o4vanco ODd. partial PA:IIIOilto 
theretofore Md.e to euoh \lar contractor, which are allocable to the tenainated. 
va.r cootraot or the termi.Dated part or the war ccmtract; and 

(b) 'l'lle 11010\Ult of all oro.Uto tar the .Uopoool or retention ot 
property al to vhich coete ar eatlated Goete wore 1nol u4o4 1n a:rq appl1ca­
t1on for partial -t Ull4er the tomlllatod ocmtroct. 
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10. Deman4a tor Repaeat. Under tho terM ot the applloattca. 101'111 

the contractor "queotiz>6 a partial pa,_nt agreeo to re~ to the Oo'fern­
"""t, IIPOO 4oll0ll4, the vbole or Oll!f part ot the partial _..nt if the coo­
tractor failo to flle the preooribed tonoa ln oupport ot ito olal.a vithln 
the roqui.re4 t:t.. 1 and under other etat.ed ooo4.1 tioae. Contnot1n.g aseactee 
are not required to dell0ll4 "-nt ot Oll!f partial _..nt or portion 
thereof UDder theee coa41 tiona, but ~ do 10 YheM1'er 1n their optMoa the 
interest ot the Co1'el"'DDnt eo roqu!rea. 

ll. Overpa)'!!nta. AA:t amcnmt or a partial p&1JD8nt 1n exceee of the 
e.mou.nt finallY 4etena1ned to be due co accou.nt ot the var ccmtraotor•e ow 
cbargee eball bo treated aa a loan troa. the 0o1'ern8ent to the ver contrac­
tor receiTiz>6 it, aJJd oball be pa:able upon demand vith a penalt7 of ~per 
annwa trca the date euch exceea ar!eee W1til tbo date web exceaa !a repa.ld. 
The o""traotine oeonoiea oball be oharsed vith the reopoooibillt7 for lnltl­
tutins procedurea tor deter.m!Ding tbe existence ot anJ auch excoaa, 

12. Overetatemonta ot Cla1ma, U a \Ia!' contractor OTeretatea thb 
amount due on aecount ot hie own torm1Dat.to:a chargee 1D connection vi th any 
partia.l payment applioabl.e to euch obar·se• 1 he 1hall pe.J to the Un1 ted Statea 
a penalt,' ot ~ ot tho &IIIOWlt or auob meratatement; 1t not paid, th!l penal· 
t7 ma7 b6 deducted in the final eettlomo.nt of hie ola1ll. The Director ot 
Contract Settlement 1163 auepend or mod.11'3' ens euoh penalt,y it 1n hie opinioa 
the llDpooltioo thereof lli>Uld be lnoquitoble. 

l~. lfothiz>6 contolned 1n thio regul.atioo 
eball ot contractina apnciee to provide 
other methode ot 1nt.erilll tinancins 1n a ccordance v!th the Contract Settle· 
,..nt Aot of 1!)44, or to malce '--dlato partial pe,_nto on other boaoo or 1D 
amounts J.arser tban those required to be m&de hereunct.er, or to taka approprt .. 
ate action to protect the interest of the united Statea under guarante.d 
loana proT!OUel.T mada to \l&t' contractor• receiTin& partial p&J'IDI!Inte . 

14. The -.lc1na ot partial or ad•anoe ~to 
aball ot tho reoponalblllt7 tor llllltln8 final 
oattl01:10nta v1 th the utmoot Pr<lll!>tneao. Intor1JD flnaDOiz>6 oball not be re­
tu&ed, roetrictod, or u.Ddul.7 deU:ted in order to ccapel a c011tractor to ac­
cept a settlement . 

The reporti.ng requirements ot t hie regulation haTe been appro•ed. b7 the B\lr$au 
of tho Bul!.get 1n aooordanoe vi th the .Jedoral. Reports Aot ot l.942. 
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ptf!lll~,. .,.J'l'r.to by tl!lt alltllit$nt alllwt r11.e Ill U !Jft"tC!ffl Jll-'f &IUIUIII frnm the d•1e1 o r t!llt o·lt:~~.._./ ... n iW.It w Ibn dtue 0.11 ~\. A.eecwdo 
~~~.in ftq-tinl( •J•tw1J.:I JM,YIJIUitl, tho al)lllk-.nt fi.."N(Id- i lot obli&•tlllll lo<• wtoJiti·~ """"r.' \' iM IWIW!Int d•., "-'IIIlO 1>1"04.ct the lator.t 
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{1) Dif,_t aM ll•~" aJ 1,._,~,-w~~n ... v...- tl~ &lnOIII•t of"""~"- llort•fl.,r rt'Ct!iYt!ll b,. \.110 •t~lcMt on • ds.,-1 ot 
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rt.l.e d I pc!l'«'!!ll JIC'f &nllllN, II» 'frbolot Ot 11111 put ol' the ptll1la! j)a.)'IMIU 1.0 ba iOadt -.ueder, tf: 

(a} A Matc!CD(!IIt Of~ ~od lnvenl.-'wy I~ Gn the ~ibrld IOMM, M provided I" au~pll I GIIOYtl, N,.,. Mit bMit lled 
wltb!n! P!IOftlt. IIIler l!. "'-"""PI Gltl10 J*iti.U p&.)'IIICIIl fot wtlidl teq\IC.'IIl ~ hoNln Modo, ot 'wlthfn ..ucb e1\ftlded period M ....., bt 
.OOWM •1 the Oo-vana~1tj 

(II) Tho «mtt~~~:tln~r.: _...ey .. twlllnd tlut ta.tl atlfol lt.u•t._ e~Wu.t.UJ tuu~ SN&Io" 1fl JlbGft (-..-'-)it o"""t.Med by.......,.. 
()/ lbot diopgllli Ot' ftWO&Jim (If IA:!rnlillll4iun ID ... IOrJ' .. lbroclUI!II~ ~ «l!O ~of tbil JlllplicJI&Ioe 0r fo>r IIIIJ Mhw t'UIIOil: 

(t) Tbo •ppilcut Yithdt•.,. tl~e~ wbolc cr ""' Jlllt'l ot 1 ... d.Jm. , 
Drematld few l't'p&.)'tnellt may bo 1ll811 .. lllllklr ... ~ph. (.) ud (() tlllol1 .. to that pon.IO. el tlw pM't.W pllj-ltl that, Ill the tlp!AIOJI ot 

.. OO.tnd,iq .,..OJo h,u beoomll U.-iYC. 
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APPEIIDIX B - EXBIBIT V!I 

RmULATION NO. 3 

Directive Order 2 of the Office ot War Mobilization is amended by the 

addition of paragraph 5 ae follows : 

" 

"5. Any department or agency of t he Govertllllent may embody 1n 

any contract a special agreement to pay the cont ractor, as 

• 
fair compensation for the temination of the contract, amounts • ' 

specified in the contract or to be readily computed according to 

specific a:ethods, standards or bases appropriate to tbe particular 

contract and set out therein, in lieu of any other compensation 

th~refor, whenever the department or agency detemines (1) that 

the available data permits a reasonable foreca.st, consistent with 

sound commercial standards, of tbe factors involved in detel1Din1ng 

vhat v1ll be fair compensation for tel'1111nation 1n tbe case or 

class of cases and (2) that sucb agreement will substantially 

facilitate settlements, plant clearance, reconversion from war 

to civilian· production or the efficient use of materials, manpower 

and facilities or will otherwise promote the obJectives of the 

Contract Settlement Act of 19~~. Such special agreements miJ;1 

be included 1n original contracts or miJ;1 be insert<td 1n contracts 

by e.menda:ent made before their tel'1111nation; and, vhen so included 

or inserted, are hereby determined to provide a method tor deter-

mining fair compensation for the termination of such contracts. " 

September 27, 19~~ 

Robert H. Hinckley 
Director 
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OJ'JICB OP COirl'RAC'r ~ 

aBDRAL ~TmJ 110. JL_ 

APPIICDI X 8 lXI I BlT n-6 • 3 • 

Pureuent to tbll autborit,r conferred IU)On • b,r eection ~ (b} and aecti011 12(8) 
ot tbe . Contract Settle• nt Act ot 1944, tte tollovtns policiea , pr1nc1plee. 
• tllode , prooedlll'le, and etNldard.B relatt.ns to l'ftiO'I'al ot ~~nt-ovned plant 
equi~nt trca priTate plante or var contraetore are prescribed t or all contract­
inS esenc1ee. 

1. General Policiee. It eball be the poliq- of the ovn1n8 aeenctea! of t!le 
Gove~nt to .aeeure the orderl7 and e:r;pedltloue reiiCTal fl'OIII the pri'fate plenteg_ 
ot var contractore ot OoYimiiBQt-ovned maohlnel'f, tools and equ~nt (hereinetter 
called "plant equi~nt") lihich, b,r reason of termination ot war contracts at the 
option, or tor the oon•enienco, of the Government or otherwise are no lonser re­
quired b,r the contractor& tor war production or tor the national detenee and which 
are not to be retained b,r them. Much plant e11.ui~nt 1e nov held b)' war con­
tractors under contrac ts or contract prov181one epec1ticall7 soverntns ita uee, 
retention, etoraee, maintenance or diepoeit i on (hereinafter call ed "facilit ies 
contraete"} which oblisate the var contraotore to maintain tbe plant equi~nt in 
etandb,r condition attar it bas l:ec0118 excess to the needs ot tbe war oontltactore 
for war production, or which ma.r otborvlee tmpede orderl7 and expeditious pient 
clearanl:e 1t enfor ced. To tho extent round neceeeaey to effectuate the policy of 
orderl,r and expeditious plant clearance, and consistent vith tqe determinat ion 
of the ovnills esenoies as to the ret ention at contractors• Plante ot plant equip­
ment necessary for the national defense, the ovnins esenciee vili waive or rel ease, 
upon such terms and conditions as they ma.r deem appropriate , ~ exie~~ns obli­
satione ot the war contractors under facilities contracts. 

2. Procedlll'l f or plant clearance . The follow ins seneral procedure vill be 
ObSerYed b7 war contractor& and the ovnlng aeencies in effecting plant clearance: 

(s } \lheneyer a var contr actor is ot tbe opinion that he no lonser requires 
for the performance ot tJrf1 var contract sn:r plant equipment installed in his 
plant covered b,r an option to purchase or lease wh ich he 1e then entitled to 
exer cise, he vlll proJ11Ptl7 notify the ovnins asency whether he dee ires t o exercise 
the option or 1e v1llin8 to waive it. If be indicates that be des ires to exercise 
the option and the OJIDinS esency de term1nos the option provisions are operative , 
disposition of t he plant equipment will bs mllde accordinsly. 

(b) With respect to plant equipment which the war contractor considers no 
lonser required for var production, (i) not covered by such an opt ion, or (i1) 
covered ~ an opt ion vhich tbe ver contractor 1o v illins to valve, he vill 
Pro!liPtlT- eublll1t to tho owning esenc1: 

• 

! The ter:m "ovnin8 esenc1" refers to tbe Government asenq- vbich ovne or holds title 
for the •United Statee t o the plant equip•nt located 1n the plant ot the var con­
tractor. 
g_ Tho terms "private Plant e" and "his plant" refer to buildings or other atructuros 
OVJ\&d by the contro.ctor or leased b,r him from a Part1 other than the Government 
and do not refer to cont18uoue separate buildtnsa, extensions to buildtnse, or 
other structlll'la owned b,r the Oove.rn-nt . 
~ In aid of sound edJiini.ltrat1on, var contractors should not make repeated subDue­
eione conrt.ns ainor a.ounte of plant ooui~nt. 
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(i) a liat or the plant equip111111nt, edaquate]J' itelllizad lllld described, 
shovt.ne: 

(a) the Plant equipment vhich the var contractor doairea 
to retain; 

(b) the plant equipment vhich1 in the opinlon ot the var 
contractor, ...... t be reJDOYed tr<a ita then location in 
order to lllllke room tor other production (apecif)'ine 
the production tor vhich the apace occi.IPied b)' thta 
Plant equipment 1e ~diate]J' needed); and 

(11) a atate11111nt or the amount ot epaca that 1e or can be made avail­
able, in tho plant or Plante ot tbe var contractor or elaevbere 
in the v1cin1t)', tor the temporary atorase ot plant aqulPment; and 

( 111) a state111111nt of vhethar the var contractor c.m &rrllll8" to 11110 hia 
ovn personnel to dieaantla and prepare the plant equipment tor 
r&IIO'fal and ah1pment1 or intends to 11110 outeide contractors for 
this purpoeo. 

(c) Unless the var contractor 1e notified vithin 10 da.re atter receipt b7 
the ovning asenc7 or the Hat and data that th117 are not eat:lll1'actory 1 then, vi thin 
20 deya tolloving such receipt: 

(i) the var contractor vill be. notified vhether "'l7 plant equlPment 
on the l1at has bean datenained b7 the goveriuasnt to be necoaaary 
tor hie .var production or tor the national datonae; and 

( 11) v1th respect to the balance of plant equipment on the liet, the 
var contractor v111 be notified: 

(a) vhether the gc>'f8l'llllllllnt 1e villing to diepoao of 807 
plant aqu1PIIIIInt to the var contractor vh1ch he daairea 
to retain; • 

(b) vhether it 1a desired that tbe var contractor (1) atore 
plan..: oqu1PJ11111nt in available atoreee apace in hi.a ovn 
plant or plants, or ( 11) dia~~antla ana prepare plant 
aqu1Jaent for reJDOTal,and ah1P111111nt. Tho var contractors 
v111 be furniehad vith epocif1cat1one, standardized eo 
tar aa ~ be practicable, resarding methoda of atoreee, 
or preparation for ro.IIIOTal and ahiPIIIIIInt. 

) 
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(d) SubJect to the proviaiona of :'5 belov, the follovizl6 will be aecom.plished 
within 6o d~~,Te (or lees 11' feasible) after receiPt b7 the ovnipe egenq of a eatie­
faetoey list and data, with :respeet to all ple,nt eqllix-nt on the liet not deter­
mined b;y the Govern~~~~Jnt to be necessar;y for the war contractor' a war productiot;~ or 
for the national defense: 

( i) The Govern~~~~Jnt will dispose or an;y or all or the plant equipment 
to the war contractor which th.e Governmant is w1111ns to release. 

(11) As to the balance of plant equiPlQIInt: 

(a) The war contractor, in .accordance with specU'icatione, 
will temPOrarily store in available storage apace in 
hie own plant or plants t he plant equiPlQIInt which has 
been designated b;y the owning aaenc;y tor such storage. 

{b) The war contractor with hie o~on persollllel, or personnel 
under outside contract, will dismantle the plant equip­
ment not retained for storage and prepa:re it. for remval 
and shipment in accordance vi th specifications. The 
plant equipment will thereupon be removed b;y or on bellalf 
of the Government. 

• 

(iii) Prior to or at the time of storage or remval, the war contractor 
will furnish the Government with an undertaktns to waive all option 
and similar contract rights with respect to this plant equipment 
whenever requested b;y the Govern!DIInt. 

;5. Mattera for negotiation and agreement. -- It ie recognized that the pro­
visions of existing facilities contracts ~ be inconsistent with the procedures 
set forth in 2 (d) . . It is also recognized that exiettns facilities cont~acts do 
not in all cases indicate who is to bear the coats of d1smant:I-1ng and ~paration, 
removal, or storage . Such matters (including the terms and conditions of the 
waiver or release of any existing obligations of the war contractors under facili­
ties contracts) will be made the subject of negotiation and agreement. Such agree­
ment will normally be reached within the time prescribed in 2(d) for final action. 
In other caeee it ~ be feasible to Carl')' out the physical steps prescribed in 
2(d) within t he time there allowed, postponing agreement on such matters ae 
division oi coats until a later date (for exam.ple, the date of any related termina­
tion settlement). Whore agreement on essential terms cannot be reached and the 
war contractor 1e not will, n1 in the absence of such agreement to carr;y out the 
pll;yeical steps prescribed in 2(d), the parties will be remitted to their raspect1ve 
r.ig~te under the existing facilities contract or any applicable provisions of law. 

4, Contractor's righ" to store at hie own expense . Except where the appli­
cable fs.cilitl.'Je contract contains inconsistent provis ions end such provisions 
have not been Vllived, a war contractor f1Ja3 at any time remve from his plarot and -
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atore n hie ovn premises or elaevhere at bia ovn eX])enae and risk, &JlJ plant 
equipment which baa not been theretofore deteradned b7 the GoTernment to be neces­
ear,o tor the var contractor'• var production or tor the national defenae. The 
war .:ontractor vill use reaeonable care in the tranaportation and preservation of 
plan1< equipment ao removed and stored, and 11ill compl7 vith &JlJ standardiZed epeci­
ficatione cover1ng removal, preservation, traneportati on, and atorase 11hicb may be 
iaeued by the ovn1ng asane7 and vill notify the ovn11l8 asenc7 of tbe action taken. 

~. Contractor's rif!ht to store at Government expenae. -- hcept where tbo 
applicable tac1lltiee contract contains 1nconeietent proviaione and auch proviaione 
have not bean waived, a var contractor vbo boa (ao far aa penoitted b7 the GoTern­
ment) carried out the procedure prescribed 1n th1a statement, may, at 111\Y time 
attar tbe lapse or 60 da,ya tram the date of receipt by tbe <n~ninS agency of a so tis­
rectory liat and data, and upon 20 da,ya' prior vri ttsn notice to the ownins agency, 
remove trom his plant and store on bis premises or elaevhere, for the account and 
at the risk end eX])enee of the Government, an,y plant equipment included in auch 
list which has not b een theretofore determined by the Goverlllll8nt to be necessary 
tor hie var production or for the national defenee, and vblcb has not been disposed 
of, stored or removed as provided 1n 2(d). War contractors vill use reasonable 
care in the transportation and preservation of plant equipment eo removed and 
etored, and vill ComplJ With 81\)' atandardi~ed apeci.ficationa COVer1ng re1100V811 pre­
servation, transportation and etor~~Se vhicb may be ieeued b7 the ovn1ng agency and 
will DOtif7 the 01in1ng asency or the action taken. 

6. Initiation of action by owning agencies . -- llhile the procedures sot forth 
above a ssume that tbe steps looking t<n~ard removal or plant equipment will be 
initiated by var contractors, it is not intended that the owning agencies will 
necessarily delay action until war contractors present lists end data. Whenever 
plant equipment is determined by t he Go7errutent to be excess to tbe war contractor's 
needs for war production, the owning agency, without awaiting a request trom the 11ar 
contractor, may avail itself of any existing contract rights end· of applicable pro­
cedurea, or enter into an,y additional arrang-nta vhicb may be required, to cause 
such plant equipl:lent to be r emoved. 

7. Cooperation in provid1na storage. ~- War contractors will be BX])ected to 
cooperate 1n tbe secur1ng of storage apace by making apace 1n their plants avail­
able tor storage on auitablo terms so lo"8 ae their production requirements psradt. 

8. Restoration expenses not to be paid by the Government. -- Except 11here 
the facilitiee contracts otherwise provide and such provieiona have not been super­
seded by agreement of the partioa, the Government, in making a.rrangemente with var , 
contractors under tbie atatoment, 111ll not Wldertake to reimburse or pay any 
SX])enees of restoring, rehabilitating or reconverttcc the war contractore' plants. 

9· Fac111t1ea subcontractor• . -- War contractors are empowered by certa in 
outstandins facilities contracts to permit the plant equipment covered thereby t.o 
be installed 1n the plants of other var contractors (usually under arrangements 
which are in f ortt subcontracts under the facilities contracts). In general, the 
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procedures tor clearance of plant equl~nt troa tbe planta or aueb taellitles 
aubc'>ntractora vlll be tbe •- ea tboee eat f orth aboYe, except that lleta ar.d 
data v1ll be rou.ted to tbe ovnln8 aaene7 tbroueh the var contractor v1tb vhom 
the ovntne llfl&ncJ hea executed the applicable taell1t1ea contract, and 1n the 
negotiation or tenoa (aec ') it 11111 becc:ae neeeee&rJ to conalder and edJu.et, ..:>ns 
other thtnee, the ri8bte and obllgatlone or the tvo var contraetore u betveen 
tbe•elYee. Tbe ovntne aaenciee JM:T 1 .. 11111 epecitic 1netruet1one coTertns thla 
subJect utter and deacribJ.ne tbe ouee, it ~. 1n vhleb tbe fae111t1ee eubcon­
traotora ma1 be permitted to present their llete and data direct to tbe ovning 
aaene7. 

10. AdYance planntne: -- It 1e iiiiPOrtant that var contractors be made avera 
ot the functions vbleb tbe7 vUl be exPected to 888\llllll under this regulation. War 
contractors ahould be eneouraaed vttbout relaxln8 var production to ,·.O.au ahead tor 
plant clearanoa and in particular to vork out tiJDe schedules for clearance ot the 
moat urgentlJ needed apace 1n their plants. Tbe ovntne esenciba, eo far 88 'their -.• 
personnel 11111 from t1me to t1me be aYailable tor the purpose, v1ll reYiev var con- ' 
tractor •• plana tor plant clearanoa to tbe end that IIIUtuallJ aatiataeto1:7 mechanics 
tor handling tbe proble• maT be arr1nd at before substantial aaounta or plant 
equipment are required to be remoYed, 

September 28, 1944 
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OJTIC! OF CONrRACT :U'M'IJ!!.!X:l'l' 

Rl!&UIATION NO. ' 

APPIHDIX a axBJaJT IX 
2 'G 

Pursuant to the authority conferred upon me by Sections 4(b), 6, and 20{d) or 
the contract Settlement Act or 1944, the tollov1ne policies, pr1noiplee, .. thode, 
procedures and standards, are prescribed to eovern the proYieioc or fair caapenee· 
tion to var contractors tor the termination or tixed-price-var euppq contraote; 

1. The Stateunt of Principles for Determination or Coete upon Tenlinatica 
of Government Fixed Price Supply Contracts, approved by the Juint Contract Ter.f~ 
tion Board on December 31, 194}, made effective by Directive Orders 1 and 2 or the 
Office of War Mobilization, dated respectively January 8, 1944, and Febt uary 24

1 1944, ie hereby amended es follows ae of the date hereof: 

2. 

a. To strike from J/ll.r. l{f) the verde "provided thAt the a110unt 
to be allowed under tbi11 paraeraph ebAll not ,xceed the adJuated 
basis of th£ facility for Federal Income Tax purpoeee Jmmediateq 
prior to the date of the termination of tpe contract; and provided 
further" and to substitute the word "provide':l". 

b. To strike out Par. }(e) in ite entirety. 
Accordin@ly1 the Statement, ae amended, ret.ds as follove: 

The followine ie the statement of princ iplee for determination ot 
coet.ll upon termination of Government fixed -price euppq contracts 
approved by the Joint Contract Termination Board, Deceaber 311 1943, referred to in paraerapb (b) of the uni(orm termination 
article applicable to the termination of fixed price eu~pl7 oon­
tracte et the option of the Government: 

1. General principles: The coets contemplated by tbil state· 
ment or principles are those sanctioned by reccgni&e~ commercial 
accountiQ@ praoticee and are intended to include the direct and 
indirect manufacturiJlB, eelline, and distribution, adainietrative, 
and other coete 1ncll1'r~d which are reaeonabl7 nece .. ary for 'the 
performance of the contract, and are properly allocable or ap­
portionable, under euch practices, to the contract (or ·the part 
thereof under consideration) . The eeneral principle• eat out in 
thfe statement are subJect to the application of an:r epecial pro- , 
visions of the contract. Certain coste are epeoifioa lq i:eeoribed 
below because of their particular ei(!nificanoe, and , ae in the oaee 
of other coste, should be included to the extent that tbe;r are 
allooa~le to or ehoul~ be apportioned to the contract or the part 
thereof under consideration. 

(a) Common inventory: The ocate of i tems or invent arr vhiob 
are common to the contract and to other vork of the contractor . 

(b) Co=:on claims of subcontractors: ' The claiM or eubcon­
tractors which are comon to the contract and to other vork or the 
contractor. 

• 
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(c) Depreciation: An allowance ror depreciation at approp:·tate rates on buildings, machinery, nnd equipment, and other facilitiea • including such amounts for obsolescence due to progress in the arta c-) and other factors ae are ordinarily eiven conSideration in deter.in-ing deprecia~ion rates. Depreciation aa defined herein shall not include loss of useful value or the type covered by eubparaeraph (f) . 
. (d) Experimental and research expense: General experiaoental and research expense to the extent consistent with an establ1ahed prewar proeram, or to the extent related t o war purpoees. 

(e) En£ineer1r.£ and development 11nd special tooling: Coate of engineering and development and of spec\al tooling; provided t hat the contractor protects any interests of the Government by transfer of title or by other means d~emed appropriate by the Government. 
lf) Lose on facilities - condi\ 1ona on ellowance: In the case of any special faci lity acquired by the contractor solely tpr the performance of the contract, or the contract and other war produc: tion contracts, 1~upon ter~netion of ·the contract such facility 1a not reasonably eapabla of uae 1n the other business of the con­tractor having regard to the then condition and location of such facility, an amount which bears the same proportion t o the loss of useful value aa the deliveries not made under the contract bear to the total of the deliveries which have been made and. would have been made had the con~act and the other contracts been completed, provided that no amount ahal~be allowed under this pareeraph unlese upon termination of the contract title to the facility iR trene­ferred to the Government, except where the Government elect& to take other appropriate meane to protect ite intereste. 

(s) Special leaees: (1) Rentals under leases clearly shown to have been made for the performance of t he contract, or the oon-
t~act and other war production contracts, covering the period necessary for complete ?f!rformance of the contract and such furtbsr pariod a'll may have been reasonably necessary; (2) coste of reasonable alteration of such leased property mede for the same purpose; and (3) coste of reetoring the premises, to the extent required by rea­sonable provisions of tha lease; lese (4) the residuel value of t he la.,se; provided that the contractor shall have made reAsonable · afforts to terminate, assi£n, or settle such leases or <>therv1se reduce the cost thereor. 

(h) Advertising: 
with a prewar prceram 
stances. 

Advertising expense to the extent conelstent 
or to the extent reasonable under the circum-

' 

(i) Limitation on ooete desqribed in subparaeraphs (d), (e), (f), (g), and (h). In no event shall the S.£ereeate or the amounts allowed under eubpar8£rapbs (d), (e ), (f) , (s ), and (h) exceed the amount which would have been available from tha contract price to cover these items, if the contract bad been completed, after oon­e1der1ng a~ other coste which vould have been req>lired to complete it. 
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(J) Interests: Interest on borrovines. 

(It) Settlement expenses: Reasonable accountine, le@'al, c Mri• l, 
and other expenses necessary in connection with the termination en~ 
settlement of the contract and subcontracts end purcheee orders there­
under, includ10@' expenses incurred for the purpose of obtatnin@' pay­
ment from the Ccv~rnment only to the extent reasonably necees&ry for 
the preparation o.nd presentation of settlement proposals and cost 
evidence in connection therewith. 

(1) Protection and diepct~ition of property: Storaee, transpor­
tation, and other costs incurred for the prot,ection of property ac­
quired or produced for the contract or 1n connection·with the dis­
position of s uch property. 

2. Initigl coats : Costs of a nonrscurrin@' nature which aries 
from unfamiliarity Yith the product in the initial sta@'es of pro­
duction should be appropriately apportioned between the completed 
and the terminated portions of the contract. ln this catesory would 
be included hi@'h direct lab~~ and overhead coste, includine train1n@'1 
coste of excessive reJections, and similar items . 

3. Excluded coste : Without affectin@' the senerality of the 
fore@'Oin@' provisions in other respects, amounts representin@' t he fol­
lowin@' should not be included as elements of cost: 

(a) Losses on other contracts, or from sal es or excben@'es of 
capital assets, fees end other expenses in connection with reor@'an­
izetion or recapitalization, anti-trust or Federal income-tax 
~~~~i@'ation, or prosecution of Federal income-tax claims or other 
claims B@'a inet the Covernment (except as provided in pBr91!Taph 1 
(It)); losses on investments; provisions for contin@'enciea; and 
premiums on life insurance where the contractor i e t he beneficiary, 

(b) The expense of conversion' of the contractor's facilitiee 
t~ uses other thSn the performance of the contract. 

(c) Expenses due to the ne@'l il!ence or willful failure of the 
contractor to discontinue vith reasonable promptness the incurrin@' 
of expeneeo after the effective date of the t ermination notice. 

(d) Coats incurred in respect to facilities , materials or serv­
ices purchased or work done in excess of t he reasonable quani1tat1ve 
requirements of the entire contract. 

4· To the extent that they conform to recoenized commercial 
eccountiO@' practices and the fore@'OiO@' statement of principles, the 
established accounting practices of the contractor as indicated by 
his books of account and financial reports wili be l! iven due con­
sideration in the preparation of stat ements of cost for the purposes 
of this article. 

5. Tbe failure specifically to mention in t his statement any 
item of cost is not intended to imply that it should be included 
or excluded. 
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}. Tbe Stetelll8nt, u uoeruled1 eball be incorporated bJ reference ee eoon ee 0 practicebl.e 1n en· nev contre.ete conteininf! the (h1fonn Termir.et1on Article, in lieu ot tba Stetelll8nt ee approved bJ the Joint Contract Terminet1oo Board on December }1, 194}; a ball be offered b7 eaen41118nt to ell holclere ot ex1at1ng con-traote containing tbat Article vbo contewplete eettle1111nt under pereerepb (d) tbareot; end eball be ueed t or e ll otbar puz-otlllee in lieu ot the Stete•nt ee epprO'fed Dece-.ber }l, 191+}. 

4. Directive orders l and 2 o t the Ott1oe ot War Mdb111ut1cn, dated re­apect 1vel1 Januar1 8 end FebruarJ 24, 1944, are bareb7 continued 1n etteot, except t o tho extent epec1t1cell1 411ended bJ tbia Reeulation end bJ Reeulet1on lfo. } ot tbie Offi ce . 

Robert H. Hinckl.eJ 
Director 

Office ot Contract Settlement 

·SOb· 
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OJ'J'ICX OF COII'IRACT SET'l'LIKiliiT 

IUX:ULATIOif lfO . 6 

AI'P'!HDIX II &XIII BIT x2 · !"J 

Purauant to tho authority conferred upon me by Sectiona li(b), 
6, all4 20(d) of tho Contract SettlalDOnt Act ?f 1944, the follovl.ns 
pollcioe1 pr1nciploa, lDOthoda, procedures and standards, are 
proscribed to s ovom the provi.eion of fair compensation to war 
contractore tor the ter1Dinat1on of fixed price var aupp}J' contra eta. 

1. Parasreph ' of the statement ot Policy concam1.ns Settle· 
mont of Cla1m.a Wlder TerlDinated FiXed Price Ordaro or Subcontrecte 
for the Manufacture of Supplies Wlder OovorDlDODt War Contreote, 
lDII.de etfe..· !;iva by Directive Order 6 of the Office of War Mobil1Jation, 
dated ~ 29, 19441 ia hereby emended by inaartinS after tho fourth 
sentence a nev sentence readill8 ae follows: · 

"It '11111'3 be appropriate, if tho parties eo deeiro, 
to substitute for the first sentence of para· 
graph (a) of Exhibit A a provision for tenlina· 
tion at tho option of the bUJer, or 1n para-
graph (b)(2)(11) to reduce the figure of~. or to 
cha.neo the figure 6/>, to f igures vhich are fair all4 
reeJ~onablo Wlder the circumatoncea of a particular 
contract." 

all4 b;r inaertina 1n the fifth sentence, after the vorda "on tho 
aa1DO datot• the '1101"1\8 "u amended by Resulation 5 of the ottioo of 
Contract Settlement". 

2 . Paragraph 4 of tb1a State1DOnt ia amended to ina art, after 
the vorda "E:rhib1 t A" 1n the laet sentence, tho vlol'da "ADd .. ttla· 
11011ta arrived at 1n accordaiiCe v1 th pe.reuaph 7 of Rosu1at1on 
Jlo. 7 of tho Otf1oo ot Contract Settl-nt". · 

'. Paragraph 6 of this stats1DOnt ia amended by the a4d1 tion 
at the end of tho parasraph of the tollovina sentanoo: 

"In addition to any provision thRt '11111'3 be lDII.do t.or the 
~nt upon certificate, in accord!UJCe with the foro· 
soinS principles, of eettl81DOnta involvina $1,000 or 
1110ro, tho follovina pollc;r vill also appl.J' : Where a 
war contractor 1n goo.:& fai tb approves eny eattle•ant 
propoeal propar}J' eub1D1tted to hilD by his eubcontrector 
on :rona 1a of the ottico of Contract Settlement (tor 
uaa in connection v ith net claime of leee than $11 000 
vhere the contractor retaina or diapoaes of all 
1nventorr) the settlement, includill8 cradi ta tor re~ec.tion 
or diapoaal of inventory, will be recognized b;r the 
GoTeJ'IIIUat aa f:l:~l. all4 oonolua1ve ft:tr ~. ll)ll'pt)Ca of 
eottlill8 the tenlinated prtmo contract to tho extant 
that tho subcontract ia allocable to it, unloea the 
contractill8 asenc;r baa provioual,y caused notice to be 
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given to the eettlins var contractor that such settle­
menta made by him with hie 1mmediete eubcontrectora ere 
subJect to approval by the Government." 

l!. A new parasraph l2 1a added to this Ste tement, as follows: 

"12 . Notwi thatandins the rec01m1endat1on made in peresraph 3 
that Exhibit A be used in subcontracts and P•~chaae orders, 
recognition will be given to special agreements by contrectora to 
pay, aa fair compensation for the termination cf the aubr.ontract, 
amounts specified i n the subcontract or to be roadily computed 
accordins to specific methode, standards or bases appropriate to 
the particular subcontract and set out therein, in lieu of any 
other compensation therefor, whenever (1) the available date permits 
a reasonable forecast, consistent with sound commercial atendarde, 
of the factors i nvolved in determintns what will be fa ir compensation 
for termination in the CSSe of class or Ca888 and (2) SUCh asreemant 
will substantially facilitete settlement, plant clearance, re­
conversion from war to civi l ian production or the efficient use of 
materials, manpower and facilities or will otherwise promote the 
obJectives of the Contract Settlement Act of 1944. Such apecit.l 
agreements may be incl uded in original aulicontracte or may be in­
serted 1n s ubcontracts by amendment before their termination; and, 
when 80 incl uded or inserted, are hereby determined to provide a 
method for determining fair compensation for the termination of 
such subcontracts. Settlements made in accordance with such agree­
menta are subject to review to the same extent indicated in para­
graphs 5 and 6 for settlements made on the basis of ths.+i&h:te aDd 
principles embodied in Exhibit A. The advanta8e8 and proper scops 
of such pretermination settlement agreements are described in the 
statement of the Director of Contract Settl ement dated September 25, 
1944 announcins General Regulation No. 3 of the Office of Contract 
Settlement dealing vi th the use of such agreements in prime contracts; 
and t hese advantages apply equally to protermination settlement 
agreements for use in subcontracts." 

5· Exhibit A, attached to t hie Statement, ia amended by s triking 
from the first eentence of parasraph (a) t he words ", without the 
fault of the buyer",; by insertins after the wor ds "third pereon" 
the words ", including the Government," ; ant\ by inserting after the 
word "amended" the 1110rde "1 eo as" . 

6. Accordins1y, the Statement of Policy, aa amended, reads 
as follows: 

Statement of Policy Concerning Settlement of Claims 
Under Terminated Fixed Price Orders or Subcontracts 
far the Manufacture of Suppliea under Government War 
Contracts . 

1. Procedurea for the e:xpedi~ioua e.,<; ~lament of eubcontracta 
on a fair baaia are eaeential. Delay in the se":tlement of aub­
contracte 1DIIJ' impair the ability of the au",t.ontr.lctor to perform 

-<52b-

0 

Regraded Unclassified



c 

( 

further war work and would aerioual.y interfare with quick tran.i tlon 
to peacetime production vhen the var 1a over. 'the eettl-.>t of subcontracts vill ba greatl.y facilitated by the adoption ot an approved form of termina t ion article for uae i n subcontracts and bJ the eetablia~nt of uniform s enaral pr1nciplea soverntns t he aettle­mant and payment of clal.ms of aubcontracton. 

2 . 'the Uniform Terminat ion Article for Fixed Price SuJlpl.y Contracts made effective by order of the Office of War Mobi lization dated 8 Janwory 194~ requires the prime contractor, on notica of termination, to terminate all au'bcontr acts and purehaee ordera charseable to the contract, except as othe~ae directed by the notice. The Article requires that settlements of eubcontracta and purchase orders made by prime contractors shall be approved or ratified by t he contrac t ins officer onl1 1t and to the extent that the contractins officer may require. 

3 . It 18 the policy of the Government to favor the settl-t of first tier or more remote subcontracts or purchase ordars on the baste of the rts hta and principles embodied 1n the 'Approved Term­ination Provision for Use in Fixed Price Orders or Subcontracts tor the Manufacture of Supplie~ under Government War Contracts • hereto attached as Exhib1 t A. Exhibit A is reCO!ll!l8nded tor uae in firat tier ur more remote fiXed price subcontrac ts or purchase orders :or t he manufacture of supplies under Government war contracts. 
Exhibit A seta forth in short form the aame seneral principles ae the Uniform Termination Article for uae 1n FiXed Price Suppl.y Con­tracts made effective by the Office of ~ Mobilization on 8 January 1944. For the sake of brevity, EXhibit A omits certat.n provisions of the Uniform Termination Article which may be appropriate for , end which contractors may desire to i ncorporate 1n, particular subcon­tracts, as for inatance the provision of yaragraph (f) tor a proper adjustment, in the caee of partial terminattqn, i n the price of work not terminated, or the proviaion of parasraph (s ) for partial p8J'I!Ients . It may be appropriate, 1t the parties eo desire, to Bllbstitute for the first eontenee of paras:faph (a) of Exhibit A a provision for termination a t the option of the buyer, or in paragraph (b)(2)(ii ) to reduce the fisure o~, or to chanse the f1sure ~. to fisuree vhich are fair and reasonable under the circumstances of a particular contract. '!be Statement of Principles for Determination of Cost a upon Termination of Government FiXed Price Suppl.y Contracts, made effective by the Office of War Mobilization OQ the same date, as amended by Resulation 5 of the Office of Contract Settlement, vill be recosn1ted by the Govarnmant as representins "recosntzed Commercial eccountins practices" ae that term is used i n Exhibi t A. Other Governmental policies applicable to the Uniform Termination Article vill also ba recosntzed as app!y ins to Exhib1 t A, as for example the policy asetnat reimbur.tns contractors at the contract rate on termination for compl eted undelivered articles which represent unreasonable anticipations of production schedules, and the pol icy asainet takins advantase of technical def aults vhen the r eal reason for termination ie the tarmtnation of e prime contract by the Government . 
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4. It ia tha policy or the Government to encourese the uae of 
th3 ~roceaa of neeotiation tor settlement of terminated subcontract. 
to th" Rame ext ent as tor settlement of terminated prillle contracts, 0 
and aubJt~et to aubatant1ally the same general principles. Such settle-
menta will be reviewed in the manner and to the extant indicated in 
paragraphs 5 and 6, and will be approved if found to be fair and 
reabonable . l'he Government reserves the right to determine whether 
the basta of the settlement and the amoWlt agreed upon are fair and 
r'Jasonable. Settlements baaed upon reasonable eatimataa by the JB.rtiea 
ot ~~t> assreeate amoWlt which would be due under aubparagrephe (1), 
(2) and (j) of paragraph (b) of Bxhibit A and aettl1D8nta arrived at 
1n accordance with paragraph 7 of Rasulation No. 7 of the Office of 
Contract Settlement, will be conaidered fair and reaaonab~e. 

5. When aettlementa of subcontracts are 8Ublll1 ttad to the con­
tracting officer for approval or ratification, they should be treated 
like any other el ement of coat in a prime contractor's settlement 
p.ropoeal, and procedures determining the extent to which tbq will 
be scrutinized should recognize the necessity tor the accomplishment 
of speedy and final settlement aa vall aa the protection of the 
interest& of the Goverment. A high degree of reliance 111118t and 
should be placed upon the investigation made by the contractor ot 
the basis for the settlement. The procuring asency baa, of course, 
the right, where circumstances indicate the naceasi~ tor so doing, 
to make full investigation of the settlement ot a~ first tier or 
more remote subcontract. 

6. :U settlements are to be effected with the naceuBr7 apeed, 
it will obviously be impracticable tor all procuring agencies to 
review ever.y aettlemebt ot subcontracts and purchase orders in ever,r 
tier. 'Diarefore, whenever and as long aa the procuring asenc;r is 
satisfied that the procedurea and 'personnel employed b;r a pr1u 
contractor 1n makiDg settlement with subcontractors are adequate, the 
procuri ng agenc;r 111111 provide tor the PB11118Dt of any settlement made 
by the prima contrac~or upon appropriate certificatea. Likevi.e, 1n 
the case of these intermed~te subcontractors, the number ot whose 
lover tier subcontracts makea 1t inportent to do so, the procuring 
agency, whenever and as long aa it i .a satisfied that the procedurea 
and personnel employed by an intel"'lediate subcontractor in making 
settlements thereof are adequate, 11181 provide tor the PB11118Dt of 8II,7 
G~ttlement made by the 1n~armsd1ate subcontractor upon appropriate 
cei·tificates. In aMi tion to tUl7 provision that 11181 be IIAde tor the 
payment l.IPOn certificate, 1n accordance with the foregoing principles, 
of settlements involving $1, 000 or more, the following policy will 
alao apply: Where a war contractor 1n good faith approve• 8II,7 settle­
ment preposal properly aublll1 t;ted to him by his eubcontractor on 
Form la of the Office of Contrac11 SettliD8nt (for uae 1n connection 
with net claims of leas than $1,000 wHere the contractor retaina or 
diapoaaa of all inventory) the settl-nt, including cred1ta tor 
retention or disposal ot inventory, will be recognir.ed b7 the Govern-
ment as final and conclusive for the purpose ot settling the -terminated 
prime contract to the extent that the aubcontrect i a allocable to it, 
Wll.eaa the contracting agency has previously caused notice to be Q 
given to the settling war contractor that such aettlementa made by 
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h1lll vith hie ~tate eubcontractore are euhJeet to apprOY&l 'b7 the 
Goveruaent. 

7, The Gonl'DIIIInt in BOIIA!I 1netance8 vill be Wlder .an obl16&t1on 
either to lllllke reillbureeunt for, or to aeeure the defanee apiDIIt, 
d-od• b7 eubcontractora or 8uppller8 charseable to the prille eon­
tract Wich are sreater 1.n uc.•mt than voul4 be reeQ8Jl1&e4 'b7 th 
pr1ne1plN of Bxhntt A. On the 8u~ea1on of a aett~t which 
reeOSJli&ea &%If ouch d-.od, the proeuriDS asene:r vlll dee14e whether 
the 8ettleeent ehoul4 be approved or ratified and vhether the Govern­
~~~ent ehoul4 protect the prillle contractor or 1ntarlll8dlate eubcantractor 
from the aeearte4 liab111 t;;r. 

8. It 18 the pol1c7 of the Govarnlll8nt not to de~ 'the •ldns 
or approval of eettl8111ellt8 attar asreelllaDt 1e reached for the purpoee 
of diepoeinS of prQPert;;r charseable to the t&rlll1nated eubeontract. 
llben asre-nt ia concluded on a finane1al eettl_,t, title to all 
property not theretofore diapoaed: of or taltan over should be taltc 
by or for the account of the Govern~~~ent. 

9· Thi& atate~~~ent deale vith the 8ettl81118nt of 8Ubcontracte 
under tho vertical bea18 of 8ottlomant, throush the prillle contractor 
and 1.ntarv&nin8 8ubeontractore. If ~~~ethode of direct or horilontal 
aettl8111ellt of eubeontracte are adOPted, other U~~~tatioD _,. be 
required. 

10. 'lboush Bxhib1 t A 1& reeODmended for uee in ordare or euh­
contract& under GovOrDlllent var contract&, it 1e recosn.t&e4 that it 
may be ueed in eubcontracte or ordara havins no connection with the 
var. 'lbe fact that a subcontract or purchue order contaiDa lllhibit 
A has, therefore, no bearinS on vhather the particalar n~o011tract or 
order ie enocable or reletea to var prOduction. 

ll. The requ1r-nt of parasraph (a) of lllhibit A ._.t "the 
aaller vill, u and to the extant directed 'b7 the bVer**** tenuna'te 
work under order• and eubcontracte outetandinS herWWider" 1e DOt 
intended to affect the seller 1 e riSlit to &llov euell eubcontr&cte or 
ord.ara to continue to Coq)letion, if he cl.eeiree to do eo for bie 
ovn account vithout •ldns &%If cleilll asainet the b~er bJ' .,....ca 
thereof. 'lbe b~ar'a terlllin&tion notice ehoul4 .U tb1e clear, aDd 
alao ahoul4 epecif:r 1.n 80 far u poe81ble vhic.h 8ubconW.Cte or 
orders, or cleeaes of thelll1 the b~er vente COIIPleted for Ilia account, 
and vhlch he vente cancelled. 

12. Notvithatandins the rec0111111endation •de 1.n \)&1'&8Nph ' that 
Exhibit A be uaed in 8Ubcontracta and purchaee ordel'll, reeOSJlition 
vill be Siven to apecial asre8118nta by contractora to p~q, u fair 
ccapen.~~ation !or the tenunat.ion of the aubcontract, a.ounte epec­
ified 1.n the eu~ontra;t or to be raadiq COIIPUted ac~ to 
specific Mthoda, etandarde or beaee appr()priata to the par\tcul.ar 
subcontract and eat out therein, 1.n lieu ot ~ other cOIIPana&tian 
therefor, vhenner (l) the availeble data peratte a r-ODable fora­
caet, cone11tant vith eound commercial etand&rde, ot the f&ctore 
involved in daterlllinins vhat vill be fair COIIP-&tion for teratna­
tion in tba cue of ~l&ee or caeae 8,1]4 (2) eueh asr-t will lub-
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atantiallT facilltat.o ~~ttloment, plant clearance, reconYoreton from 
V&r to CiTilian production or the efficient UBO Of llllteriala, llllln• n 
pover an4 feeilitiee or will o~1ervtae promote the objectives of the 
Contract Settlement Act of l9ifll. Such epactal agreement& ~ be in-
cluded in origina l eubcontrecte or 11117 be i neerted in eubcontracta by 
aMM-.nt before the11 tenat.nation; and, vhen eo inCluded or ineerted, 
are horeb7 detenai.ned to prOYide a method for detenaining fair com-
p-tion for the terainat~on of such eubcontracta. Settleaenta Mde 
in accCil"danee vi th such agreements are eubject to reYiev to the B&lle 

extent indicated 1n paragraph& 5 and 6 for settl81118nte Mde on the 
baaia of the rights and principles embodied in Exhibit A. The 
adY&ntagos an~ proper scope of euch protarminetion settlement agrae-
lllallte are deacribed in the etatement of tho Diroctor of Contract 
Settle11811t date~ Setpember 25, 19114 announci.ng Goneral Regulation 
No. } of the Office of Contract Settlement dealiDg with the ~e of 
such agreements in prime .contracts; and these advantagoa apply 
equal.ly to pretarmination eettlemant agreements for use in sub-
contracts. 

7. Accordingly, Rxhibit A attached to the Statement of Polic;r, 
as amended, read& aa follovs: 

ApprOYed TOil'IDination Provieion for Use in 
Fixed Price orders or Subcontracts tor the 
Manufacture of Supplies UDder Government 
War Contracts 

ARTICLK {a) The bu;rer ~ terminate work under thie 
order in whole or in part · at aey time by vri tten or talograph1C notice, 
whenever {l) the Govarnment requsa£s the termination of this order· or 
{2) u c~act betveon the b~qar and a third persoo, inCluding· the 
Govarnmant, requiring tor ita performance articlse or servicoa of 
the lt1nd or t;rpe covered b;r this order is terminated, in whole or in 
part, or amended, so aa to eliminate or reduce such requirements. 
Such ,notice she.ll state the extent and effective date of such termina­
tion; &Jld, upon the receipt thereof, the sellar will, as and to the 
extent directed b;r the bu;rer, atop work under thia order and the place­
ment of further orders or aubcontracts hereunder, terminate work under 
orders and subcontracts outstanding hereunder, and take aey necessar,y 
act'ion to protect property in the seller's possession in which tho 
b~qer has or IDIIT acquire an inter edt. 

{b) It tho parties cannot by negotiation agree within a reuon­
ablo time upon the amount of fair componeation to tho seller tor such 
tarmination, tile b~qor in addition to ""'k1ng proiiiPt payment of amnunts 
clue tor articloe delivered ·or services rendered prior to tho effective 

. date of termination, will pay -to the sellar the following amounts with­
out duplication: 

(J..) Tho contract price for all articles or servicee which 
haTe beep ca.pleted in accordance with this order and not pre-
rtoll8ly paid for. · 

(2) (i) Tho actual coste incurred by the aellor which . 
are properly allocable or apportionable under recognized com­
mercial acc~unting practieee to the t erminated portion of this 
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order, Including the coat or discharging l1ab~lities which 
eo allocable or apportlonable, and (il) a sum equal to~ of 
the part of such costs repreaentlr~ the costs of ertioles or 
materials not processed by the seller, plus a sum equal to ~ 
of the remainder or such coste, but the assreaate of such su:e 
ahall not exceed ~ or the whole of euch costa . For the purpoeo 
of subdivision (il) such coate ehall exclude any charge for 
interest on borrowings and ehall exclude the cost of discharging 
liabilities for parte, materlale and services not received by 
the seller betore the effective date of termination. 

(}) The reasonable costa of the seller in making settle­
ment hereunder and in protecting property in which the buyer 
has or may acquire an Interest . 

Payments made under this paragraph (b) 1 exclusive of payments under 
subparagraph (})1 shall not exceed the aggregate price specified In 
this order1 less payments otherwise made or to bema~~ . 

(c) With the consent of the buyer, the sei!er ~ retain at an 
agreed price or sell at an approved price any completed art1clea1 or 
any articles, ~terisla, work In process or other th1ngs the cost of 
which Ia allocable or spportlonable to this order ~er paragraph (b) 
(2) above, Snd will credit or pay the amounts so agreed or received 
as the buyer directs . AS directed by the buyer, .the seller will trans­
far title to, and make delivery of1 any such articles, materials, work 
in process or other things not so retained or sold. Appropriate adJus~­
ment will be made for delivery costs or savings therein. 

(d) The·provisions of this Article shall not limit or 
affect the right of the buyer t o terminate-this order for the dsfault. 
of tho seller . 

8 . Directive Order 6 of the Office of War Mobilization, dated 
May 29, 1944, is hereby continued in effect except to the extent 
specifically modified by this Regulation. 

october 4, 194~ 
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OFFICK OF COlfl'RACT SI!Tl'Ll!ME!fl' 

RB:;ULATIOlf liO. 1 

APPZHDIX B IOOIIBIT XI ?.r-2 

Pursuant to the authority conferred upon me by Sections 4(b) and 
6 of the Contract Settlement Act of 1944, the follovine policies, 
principles, IDBthods, procedures and standards are prescribed to sovern 
the provision of fair compensation to var contractors for the ter­
mination of fi.Ied price war supply contracts: 

1. Existinp Directives of Office of War Mobilization Prescrib-
iQS Termination Provisions for Use 1n Prime Contracts and Subcontracts. 
By Directive Orders 1 end 2, dated January 8, 1944 end February 24, 1944, 
the Office of War Mobilization made effective a Uniform Termination 
Article for Use in Government FiXed Price war Supply Contracts (herein­
after called the "Price Contract Article"). Perllf!Taph (c) of this 
Article provides that the contractor and the contrectine officer may 
eeree upon the amount to be paid to the contractor by reaeon of the 
termination of the contract. Par8@J'aph (d) of the Article thereupon ,.• 
specifies the baeie of determintne, for the purpose o~ court action or 
otharviee, the amount to be paid to the contractor in the event of the 
failure of the contractor and the contractine officer to agree. 

By Directive Order 6, dated May 29, 1944, the Office of war Mobi­
licetion made effective en Approved Termination Provision which was 
recommended for use 1n FiXed Price Orders end Subcontracts under Govern­
ment war Contracts (hereinafter called the "Subcontract Article"). 
Pareereph {b) of the Subcontract Article contemplates that the parties 
will aeelt, by eereement, to determine the amount to be paid b:y reaeon 
of the t ermination of the order or auboontract, but specifies the beaie 
of determintne, for the purpose of court action or otherwise, the 
amount to be paid to the bolder of the order or eubcontract in the 
event of the failure of the parties to eeree. This beeia ia sub­
atantiall:y the same ae tbat specified b:y paragraph (d) of tho Prime 
Contract Article. 

B:y Section 20( d) of the Contract Settlement Act the foreeoine 
Directive Orders remain in full force and effect unleaa and until 
modified ae therein provided. The Director of Contract Settlement, 
b:y Reeulatio!W '' 5 and 6, bee amended the foreeoine Directive Orders 
in certain reepecte end bee continued them in effect ae amended; and 
the reterenoee hereinafter made to these Directivo Orders, to the 
1'r1lle Contract Article, to the Statement of Principlee tor Determina­
tion of Coate Upon Termination of Government Fi.Ied Price Supply con­
traota, and to the Subcontract Article, are to these orderl and 
document• u 10 amended. 

2. Poli~Daterminatione to be Mlde by the Office of Contract 
8!ttlelll80t . DirectOr of Contract Settlement 11 required, b7 tba 
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prov1e1one of the Contract Settlement Act of 194 1 approved JulJ 1, 
1~44, to determine (a) vhat standards should l!u1de the mak1DI! of Q 
aettl-nt v1thout &@reement 1n order to. prfovb1de for f(abir) chaompenatana: _ 
t1on in accordance v1+;h the requirement& o t e Act; v t a u-

arde ehould 1!U1de the mak1DI! of settlements by &@reement in order to 
proTide fair compensation in accordance vith the requirements of tbe 
Act; and (c) to vhat extant the factore enumerat e d by Section 6(d) 
ot tbe Act should be taken into account 1n eetabl1ahiDI! ~~~ethoda and 
atandarda tor daterminiDI! fair o011penaation 1n the settlement of 
termination claiu by &@reement. 

} . The Formula ProT1e1one. of the Prilll& Contract Article ProTide 
:ra1r Coarpenaation . Par&@rapb (d) of tbe Prilll& Contract Article pro­
Tides in brief that, it the parties tail to &@ree, the contractor a hall 
receiTe (aubJect to the limit& tiona berein eta ted) tbe contract price 
for accepted completed artic les, tbe ..:oat attributable to tbe terminated 
vork and of eettlilll! related auboontracta, a profit , and tbe coeta 
incident to the termination and to tbe protection of propert;r. By tbe 
ten~~~ of par&@raph (h) of the Prt.e Contract Art 1c le, the determill&tiona ... • 
of coat required by p&r&@raph (d) are to be made in accordance with the 
Statement of Principles for Detenaination of Coate upon Terlll1n&t1on of 
GoYernment Fixed Price ''SupplJ Contracts approved by the Joint Contract 
Tera1n&tion Board Decellber }l, 194} (hereinafter called the "Statalllent 
of Coat Principles"). 

1. Section 6(a) of the Act -.kea it the raepona.ib1l1ty of tbe oon-
tracttne &@enoiea &Dilthe Director to provide apeedy and fair 00111- II) 
penaation for the term1n&tion of any var contract. Section 6(b) of 
the Act requires eaoh oontraottne &@ency to eetablieh llll!lthode and 
standards, euitable to the condition of ...arioua war contractors, for 
determintne euch fair compensation, BU@I!este several poaaible baaea 
for such a determill&tion, but provide& that any other equitable baaia 
de81118d appropriate ma;r be uaad. Section 6(d) deale vith termination 
cla11D8 not settled b;r &@re811l8nt, and provides that in such cases, with 
certain exceptions, the llll!lthod !ll" atandqd shall taka into account an 
enUIIIIIrated aeries of factors and shall. not include aa elements of coat 
a second enumerated aeries . Section 6(e) than provides that termina-
tion cla11D8 shall be settled b;r &@rBBment to the ma.ximum extant feu-
ible; that the ~~~ethoda and etandarda of determintne fair c011penaation 
shall be desii!Md. to facilitate .. ttlement by &@ree11111nt; and tbat tbe 
Directo:r shall require tbe contract in!! &@enc tea to taka into account 
tbe factors enumerated 1n Section 6(d) in eatabliehin@ methode and 
standards for detarm1ntne fair o011penaation in settlements b;r &@reB• 
llleUt, to tbe extant that he dee•' it practicable to do so without 11l-
pend1ne expeditious settle~~~enta. 
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The prodeceeeore of Section 6(d) end 6(e) of t he Contract Settle- ?!"3 
ment Act or i@inated in the Judiciary Committee or the Bouse of Repre­
eentetivee , which incorporated ther ein elmoet verbatim the Statement 
or Coat Principles. In reportin@ the ~ill, the Bouse Judiciary 
Committee said: 

"The new provisions ere contained in subsections (d) end 
(e) of section 6. In preperin@ these provieiona the Committee 
has been @Uided by the uniform contract termination article 
recommended by Messrs. Baruch ~nd Hancock end bi the cost 
principles which are applicable thereunder in caeee not eettled 
by egreement. This uniform t ermination article ie nov in­
~luded in new contracts end by agreement existing contracts 
ere bein@ mod.i.fied to include it ." 

The provisions, in this' form, were passed by the Bouse. 

The Conference Committee chenaed t he provisions or the bill to 
t he form in which they were finally enacted ; and the conference 
report states that its purpose in so dolO@ wee to reviee "this House 
provis ion to state more concisely end in more ~enerel terms the coste 
to be taken into account for such purpose ~establishing methods end 
standards for settling cletms not settled by Bf!reemenY/* * *". 

From the foreaoifl€ , it clearly appears that the provieione of 
Section 6Cd) of the Act, definina whet shell be taken into account end 
whet ~ball be excluded in establishing methode end standards for 
determinina fair compensation in cases not settled by S@reement, were 
based upon the provisions of the Prime Contract Article end the state­
ment or Coat Principles, and were recoanized by the Conarees as con­
sistent therewith. It further appears, moreover, that Conaress desired 
to dea l with principles of cost determination in e mor~ @enerel manner, 
t o allow for flexible treatment of the individual items contained 
in the Statement of Cost Principles . . It is accordingly determined 
that the method of settlement establiehed by peraaraph (d) of the 
Prime Contract Article in the event of the failure of t he contractor 
end the contrecfina off:'.cer to agree provides for fair compensation 
for the termination of the contract, end that pera@raph (d) of that 
Article end the Statement of Cos t Principles take into account or 
exclude, as the case may be, the several fact ors enumerated in 
Section 6(d) of the Act in accordance with the requirements of that 
Section. The eontrect i ll@ aeenciee "ill, to the ext ent provided in 
Directive Orders 1 end 2 of the Office of War Mobi l ization, dated 
respectively January 8 ~nd February 24, 1944, use the Prime Contract 
Article in new contracts end offer it by amendment, befor~ or after 
their termination, to the holders of existina contracts. 

4. The Formula Provisions of the Subcontract Article Provide 
for Fair Compeneetion. As recited in the "Statement of Policy Con-: 
earning Settlement of r.~.e ims under Terminated Fixed Price Orders or 
Subcontracts for the Manufacture of Supplies under Government War 
Contrects" approved by the Office of War Mobilization in Directive 
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Order 6 on May 29, 1~4, the Subcont ract Ar t icle seta fort h 1n short 
form the aame eeneral principlee ae the PriM Cootl'aot Artie le, aDd 
the St&te-nt of Coat Pr1nciplee v1ll be recO@Di&ed b7 tbe Ooven.wt 
a. repreeent1n@ recO@Dl~ed c~rcal account1n@ pract1cea u t bat 0 
ter11 ie uaed in tbe SUbcontract Article. It is accard1nlfl7 deter.ined 
tbat the method of settlement eatebl1ahed b;r p&re@rllpb (b) of the 
Subcontract Article, it the partJee cannot b7 IUI@oti&tion aeree 
upon fair compeneation, provides for fair ca.peneat1on for tbe ter-
mination of the order or subcontract, and tabs into account or ex-
cludea, ae the case 'll!IAJ be, the se•eral factore en-rated in Sec-
tion 6(d) of the Act in accordance vith the requirements of that 
Section. The contractine aeenciea vill, to the extent provide in 
Directive Order 6 of the Office of War Mobili~t1on dated M&7 29, 1944, 
recommend the use of the Subcontract Article in first tier or more 
remote tilted price subcontracts or purchase orders for the manu-
facture of supplies under Gover!Uilent var contracts, and authorUe1 

approve or ratifJ amendments of such eub~ontracts or purchase orders, 
before or after their termination, t o include the Subcontract Article. 

' . Standards Applicable to Termination Settlements by peement 
under the Pri::le Contract Article. The debates an.d coamittee reports 
vhicb preceded the enactment of the C~ntract Settlement Aot empbaai~e 
the prim&rJ factors to be coneidered in 0111tabl1ah1n@ auob standards. 
These include the vital need for speed in settlement, the naoessit7 
of neeotiat1n@ aettle1118nta bJ' aereement 1t adeqllllte speed ie to be 
attained, and the requirement of suff1o1ent latitude for the appl1oa­
-.;1on of standards of business Judement 1t IUI@Oti&tion ia to tab place 
suocessfullJ. As stated in the Report of the Bouse JUd1c1arJ Coaaittee: 

"!!'he ~b.rlftE!B and reports bJ' the various committees of 
Conereaa vh1ob have studied tbie matter clearlJ' indicate that 
the overvhelm1n@ bulk of termination claims muat be aettled 
b7 nB@otiated ~eementa 1f the Job is to be done erpeditious1J 
enoueh to permit rapid reconversion ~d reemploJ'III8nt at the 
end of the var." 

~ • * ... * 
"The abilltr to applJ standards of bua1neaa Jud@aolnt as 

distinct trom strict account.1n@ principles 1e at the heart of 
the nee otiated settlement .• 

AccordinelJ', the follovill@ concluaione flov troat the provJaiona 
of the Aet and ita le@ialative historr: 

The primary teat of the methode and standards of settlement to 
be established by· the contractine aeencies pursuant to Section 6(b) 
of the Act is vhetber they provide fair compensation. Various methode 
of determin1n@ fair compensation are to be developed. Fair compenea­
tion ia inherentlJ' a matter of Judement and therefore incapable of 
exact measurement. In a eiven situation, more than one method of 
&rrhl.ne at fair compenaation may be appropriate, and ditfer1nlf 
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a.::nmt., vithin the 1"8118e of reuoaable Tariatioaa of - tho4 alii aa.:d 
J'"'(IIIV't, ~ all be reearded. ae c01111titut1ng taU' c~tta. 
Coet and acoountiDS data, like other cr iteria for Jnc!pV't, are to 
be reearded. aa gu.idee to the aecertaimlant of taU' compV'Ht icm, a114 
not ae r18id uaeuree of it. Bettl-t b7 e&re_..t 1a to ba ta· 
cHi tate<!. to the wx1••~ extent feaeibleJ and the UIOIIIlt of raocr4 
keep1ng1 report ins, aDd acoo\IDtins in c01111ecti01l vi th the ae"' r t 
of terrrination claime ia to be reduced. to the M1n1._ ~tabla with 
the reu01111ble protecti011 of the public intereet. 

On the baeia of tbe foresoins, the folloviDS atandarda are •t.b­
Uehed. for the guidance of contracting aseaci'ee in the eett~t of 
cla:l.m8 b7 asreement, in caeee in which the aettl-t ia nesotiated 
on the baeie of a coneiderat1on of coete aDd profit . Aa oonttlflllated 
b7 Section 6(b) of the Contract Bettl-t Act of 19'1l!, other 'baa• 
tor a\ICh nesotiation (e.g. eett.atea parcentase of ca.,pletioa ot the 
vork Wlder a tentinated contract) 11111;f be denloped. b7 the Director 
of Oontract Settlement or the c011tract1n8 aseociee. 

a. General: 

• !Ihe obJect of the nesot1et1on will be to asrae l:G)on a total 
amo\IDt ;o ba paid in settlement of the contractor' s claim which will 
conatitute fair compensation. 'l'be a.o\IDt asreed. IWOI1 lllll;f be deter­
mined as an entiret71 leertng flertbillt;r in the determnatioa of ~ 
particular element anterins into the final reeult. BoveTer1 in the 
consideration of coste and profit ae al-ta of the total a.ount to 
be asread \ll)on ae fair compensation, certain principlee should be 
observed which ero stated. in peregraphe (b), (c). and (d): 

b.~: 

(1) 'l'be Stat-t of Cost Principlee retlaeta certain 
pollq detentinat1ona reeardi:ls the t7Pe of coate which ahould be 
taken into account in determ'n'ne the comp_.t1on to vhioh the con­
tractor is fair~ entitled. b7 reason of the ten1Dat1on of hie con­
tract for the beet intereat of the Govarmll8nt. Contractor• can prop­
er~ expect that their coete or the t7Pee described b7 the Stat-t 
ot Coat .Principles ae "includible vill be eo taken into account in a 
settlement b7 asreement. Convene~, such a eettl811111lt llhould ncit 
be made the ~ tor re1llbure1n8 expan41 turee of the t;rpee which the 
Stateaant excludee. 

(2) 'l'be contractins asanciea will of neceaeit7 reqUire 
contractors to submit, and will review, relevant information in 
el:G)part of their cla:l.m8. 'l'bie intoration will include technical 
and acoo\IDtine data to the extent deemed neeeaaar:t. Coat data 
should aarve, however, not aa a firat atep in an attea~pt at an 
amct deter.ination ot coat but rather aa the baaia tar-a bllllineaa 
nesotiation leedins d1raetq to a pra.,pt aattl-t vhioh will be 
taU' to the contractor and will adeqllllteq protect the inter•• ot 
the ,Goverment. BeasOIIIlbla eatillatee and appro:rtrrati0118 lllll;f be uaed. 
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tor the purpoee or oxpeditJ.ns aettlemente; and, to the fulleet 
practicable extent, d.irterencea should be compromised and queeti0108 
ot doubt settled by agreement. 

c . Profit : 

Prorit should be limited to preparat1ooa made and vorlt dooe 
tor the tel'llinated portion or •.l>e contract; but, subJect to this 
llmitation1 arq reasonable method or arrivins at a fair profit ~ be 
ueed. The moat aatisfactoey criterion or what ia a fair profit on the 
terminated part or a cont\"act is ordinar1~ a pl'oper proportion of 
what the parties have agreed UPOn. Evidences of this asreement mi8ht 
be either (a) the amount of the profit which wee agreed upon or con­
templated b7 both parties at the time wben the contract vas nesotiated; 
or (b) the amount of profit which the contractor would have earned 
had the contract bean completed; or (c) the amount of profit vhich 
the contractor agreed to accept 1n the event the contract waa termi­
nated and litigation resulted. OrdinarU,y, tba aecertai.ment or the 
profit which the contractor would have earned tad the contract been 
completed would involve complicated time-consuming forecasts vhich 
cannot in practice be made with reasooabl• accuracy; and the moat 
satisfact017 eu'betitute for this criterion will be the amount of 
profit which the parties asreed UPon at the outset. Accord.1Q8q, 
the followJ.ns conaideratiooa rm,y be teken into account 1n arriving 
at a reasonable profit, whether determined separately or a8 part or 
a reasonable over-all totel. · 

(1) 1•'here satiafactoey evidence is available and it i8 
practicable to do ac, one method of arriving at a reasonable profit 
on tho terminated portion of the,contract io as follows : 

(i) /l.scertain the dc.Llar amour.t of the profit vbich 
vee asreod upon or was contemplated by both parties at the time when 
the contract wae nesotiated. 

( i1) Allov to the contractor the portion of ;this 
amount detormined by the rel.ation between the work performed by him 
on the terminated portion of the contract and th\0 work contem;plated 
by the entire contract. 

(iii) 'lbe estimete or this relatiOOBhip does not 
neceeaari~ depend on the percentage of the costa incurre• m the 
terminated portion of the contract to total eetimeted coste, nor 
on the percentase or meter1&.le ecquire<l for this portion to total 
materiels required. While these fectorg should be considered, 
emphasis should rather be put on the e:r.ent and difficulty of the 
work completed by the contractor (including engineerins vorlt, pro­
duction schedulins, plannlng, technical study and supervision, ar­
r8D8em&nt and supervision or ·aubcontracte, 8s veil aa other services) 
88 compared with the total 'Work required of him by the contract. 
Bnsine&rtns estimates of 'Percentage of completion ahoul.d not ord.1-
nar1~ bo required, althoush entitled t o proper consideration if 

available. 
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omou11te1 vitAin the 1'8118e or reuoaa'ble ftriat.ioaa or .. tho4 u& aa.l 
Jnftpmt, ~ all be reprded u coaat.itut1Ds ra1r c~-t.ica. 
Coet and acoouot1Ds date, lilte other criteria ror ,....pan-t, are to 
be reprded a8 SUiclea t o the aacerteiDMDt or rai.r coorp_.tiOQo 111111 
not aa r181cl -8\U'ea or it. Settl-.nt b7 aue.ant 1a to 'be fa­
cilitated to the mu:1a11111 extent reaet'bleJ and the &IIOimt or reoarcl 
lr:eepillg, reportillg, and accounting in Comleoticm vi th the aettl1 t 
of termination olailu i8 to 'be reduced to the 111n1a1:1a OOIIIIP8te'ble with 
the rflllllooa'ble protection or the public intereat. 

On the 'buia or the rorfl8011lg1 the ro11ov1as atana.erda are •te'b­
li.ehed ror the SUicl&Dca or contract1Ds qeociBB in the aettl ct or 
cla1as b7 aue-.o.t, in caaea in vhicb the aettl-t 1a nesot.iated 
on the 'buie or a OOilBicleration or coete 111111 prorit. All oon~lated 
b7 Section 6('b) or the Contract Settleunt Act or 1~1 othar 'bu88 
ror ew::h· neeotiation (e.s. eatilllated parcentase or coorpletioc or the 
work UDder a term!na ted contract) III8J' 'be clenloped b7 the Director 
or Contract Settlement or the contracting f18eDCiea. 

a. General: 

• 'Ihe obJect or the nesotiation will be to asree ~ a total 
amount ~ be paid in eettlBIIIIIIlt or the ccmtractor•a claill. vhicb will 
cODBtitUte rair coorpeneation. !!he &JIO\IIlt SUeed ~ wq 'be cleter-
1111ned aa an entiret;r, leaving rlaxi'bilit;r in the detenli.nlltioo or ezq 
particular element anterillg into the final reeult. HovaTer, in the 
consideration ot coste and prorit a8 eleunte or the total amount to 
be ssreed. ~on as rair coorpeneation, certain principles eboulcl be 
observed. which ero stated in paragraphs ('b), (c~ and (d) : 

b.~: 

(1) 'Ihe Stat-t or Coat Principles reneete certein 
poliO)' deurminatiooa rfl8&l"d1ng the t.Jpe or coete which aboulcl 'be 
taken into account in cletermi.n1.ng the coorp-t.ion to vhioh the con­
tractor is fair~ entitled b7 reuon or the tenli.nlltion or h1a coo­
tract ror the best interest or th.e GO'r8l'IB8nt. Contractora can prop­
er~ expect that their coats or the tJpea cleecribed b7 the Stat-t 
of Coat .Principle• aa 'includible will be 80 talr:en into aocount in a 
settlement b7 agreement . ConTerBe~ 1 auch a aettl_,t aboulcl ncit 
be made the lDMnll tor reill.buraing expand! turae or the tJpee vhich the 
statement 8XCludee. 

(2) 'l'be contractinS qenciee vill or nec .... it;r reqllire 
cootractora to aubait, and vill rertev, relfiT&nt 1ntarMtion in 
eu;pport or their cla1.11.8. rue intoratioo will inclllde technical 
and accounting data to the extent cle-.cl DaCesaarj'. Coet data 
should aerve, haveTar, not aa a tiret etep in en attspt at an 
auct cletaradnation or coat but rather 118 the baais ror.a bua1n88e 
nesotiation leading direct~ to a proorpt aettlfllllellt vhich vill 'be 
rai.r to the contractor and will adequate~ protect the interea• at 

• the .Cloverment. Reaaooable eet1.11.Btea and appr0%1aationa wq 'be uaed 
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for the purpoee of upecl1tin8 settlement.; 8.04, to the ruu .. t 
practicable extent, ditterencee should be compromised and queetiODB 
of doubt settled by agreement. 

o. Profit: 

Profit should be 111111 ted to preperetiODB lllllde and work done 
for the tel'llinated portion or •.t-e contract; but, subJect to thie 
limit.tion, e.rrt reeeooeble method of arrlvlne at a fair profit ~ be 
used. 'l'ho moet satla.factory criterion of vhat 1e a fair profit on the 
terlllinated pert of a cont~act ia ordinarily a p~oper proportion or 
what the parties have agreed upon. Evidences or this Cl8l'eclment 1111sht 
be either (a) the amount of the profit vh ich vee agreed upon or con­
templated by both ptu·tiee at the til4e when the contract vee neeotiated; 
or (b) the amount of profit vhich the contractor vould beTa eerned 
had the contract bean completed; or (e) the BIIIOunt of profit which 
the cont.ro.lctor agreed to accept 1n the event the contract vae terllli­
r.eted and l1tisation resulted. Ordinaril.J', the aeeertait=ent of the 
profit vhieh the contractor would have eerned t ad the contract bean 
completed would involve complicated time-consuming forecasts which 
cannot in practice be made vi th reeeonabl• accuracy; and the moet 
satietactory substitute for this criterion vill be the amount of 
profit vbioh the parties agreed upon at the outset. AccorcUngq, 
the follovin8 considerations DillY be t.lcan into eccount 1n arriv1n8 
at a reaeonable profit, vbether deterlllined seperetel;r or ae part of 
a reaeonable over-all tot.l. · 

(l) l1'here eetief'actory evidence is available and it ie 
practicable to do s~, one method of' arriving et a r easonable profit 
on the tel'llrlnated portion of' the,contract io as follove : 

(i ) Jl.eeertain the dcJ..ler emour.t of the profit vbicb 
vas asreed upon or vas contemplated by both parties at the time vhan 
the contrect vas negotiated. 

(11) Allow to the contractor the portion of ~ie 
amount determined by the relation between the work performed by him 
on the terminated portion of the contract and th~ v ork oont&~~Plated 
by the entire contract. 

{11i) The eet:llllats ot this relationship does not 
necessarily depend on the percentage of tbe coeta incurre; .m the 
terlllinatecl. portion of the contract to total est:llllated coet., nor 
on the percentage of' materials acquire<! tor this portion to total 
materials required. While these factor9 should be considered, 
emphasis should rather be put on the ex-;ent and difficulty of the 
work completed by the contreetor {including engineering work, pro­
duction scheduling, plenn1ng, technical study and BUP&rTision, ar­
rangement and aUPervieion of ·aubcontract., ae veil as other eerTicea) 
as compared vith the total work required of him by the contract. 
Ei181nser1ng estimates of 'Percentage of COIIIPletion should not ordi­
narily be required, although entitled to proper consideration if 

availablo. 
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~i8 principle vill reault in fair coapeoaation 1n 

caaea vbich have involved the arransemant or subcontracta and the 
aupervieion or their pertol"'OIInce, bJ retl ecti os this vorlc 1n the 
.,.t1Mta at the extent or completion, vblle at the ea~~a tua properq 
avoioUns the practice or ~~MaurinS tha priu contractor's profit bJ 
the a.ount at hie ~ta to subcontractors f or their t~tioo 
claia. ~ie principle vill alao avoid axceeeiva cc.rpeneatioo 1n 
caa ... vhera a larse proportion or the contractor's costa repreasnta 
aereq the acqu1ait1on of matar1ala not processed bJ b1a. 

(2) Another lllethocl vhich -.r be appropriate i .e to appron­
•ta the a.cunt or the profit vhicb the contractor vould have baea 
ctitlad to receive under the forwula 1n hie contrllct 1n the avct 
at the failure or .the partiaa to 881'8•· 'l'h1e vill be aapacialq 
helpful 1n caeaa or claeeee of cae.,. vhera it ie ilq)racticabla to 
detaraine the 81110unt or profit in accordance vitb principlae etated 
1n aubparas:ra~, or vhere p8J118Dt or thia appr0Xillat1oo or the fanaU8 vill ee epeed of eettleaant, or vbere it appaare that 
tha cootractor w uld baTe failed to raelize a profit 1n the avct or 
ca~~pletioo of t) cootract. 

d. OVerall Cone1daratione: 

To avoid forcinS the contractor to unnecee881'7 l1 t 18&t1on 
to aetablieh b1a l ep,l rigbta 48Binet the GoverDID8nt1 it v1ll ba 
...,zopx1ata 1n aJllr caaa, where tha cootraetar 80 daairaa, .to Jlfq 
the ._t of the approxiaatioo of the forwul.a. 

Aa indicated in the caee or settleaenta 1n the absence or 
asra-t, the sroe• 8110U1lt or the eattl_,t ( axclueive or •- pa.id 
p ca~~p-tion t ar pcat-taraination axpeDSee and earrtcaa) • boule! 
oot acead tba coatract price, l.Ne ptQ-..ta otherwiea ada or to 
be ada to the contractor. 'l'h1a ._t 1e ellbJect to proper deduc­
tioa tar advance or partial ~nta or other i '- 1n accordance 
with aJllr applicable prov1B1ona or etatuta or contract, ae for BXU~ple 
part181'8llh (a) at the Pr1ae Contract Article. 

6. Standarda Al!plicable to T~tion Settl-ta bz ABr.-t 
lbler Priae Contracts not Coo the Priae Coatract Article. 
Directive Ordere l and 2, dated JanU1U7 and J'e~ 2 1 1 , require 
the coatractiOS asenciae, v1th the ezcept1ona therein stated, to uee 
the Priae Contract Article 1n future contracta and to otter to their 
axiet1zl$ contractor• an QPPortunit.J to alii8D4 their cootracta to 1n­
clllde the Article. In casee vhera coatracta oot conta1n10S or 
~ad to conta.in the Article aro tar.iDated for th~ conveieoce 
at the Oonxwt, the pr1nc~• atated 1n partl81'8pb 5 ehould naver­
th8laaa ba applied 1D •ld.Ds eattl-ta bJ 881'8-..r-1 to the extant 
oot im,ppropriata 1n the llgbt of the proY1Jii0011 of the particular 
contraot. 

7, 8tandarda Applicable to the Be otl-t bz jgr~t at 
'l'llra1Data4 Subeootracta. Directive Order 6, dated *7 29, 191ili 1 
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prortdee in pert the criteria to be \llled bJ the eontractins aaeociee 
1n appl'OY1nfJ the aettl-t or terainated eubcontrecte. 'Diat 
DJzectiYe Oftl!r prortdee, a.oD8 other th1np1 that it ie the poliCJ 
or the GoY.n.eot to eDCO\Irll8e the uae Of the proeeea or nesotiation 
tar the aettl-t or tol'lllinated aullcontrocte to the aame extent as 
t ar the eettl-t or tenrl.nated prime contracts, and on the beaia 
or :~ubetantia.ll,y tho same general principles; that such settlements 
will be epprOYed u, upon reYiev u prOYicl.ed 1n that Orcl.or, tho,- are 
f ound to be tur and reaeo;cablo; and that eettlemonte bued \IPOn 
l'MIIooable oeti-tee 117 tho partiee ot the 1188reset& amount which 
w01114 be due ·under the tOl'IDIIla eat out 1n parll8r8phe (1), (2) and (3) 
or pe.r88l'Sph (b) at the Subcontract Article vill 'be conaidered teir 
and reucmable, 

Section 6(a) or tho Contract Sot•lemont Act pro'Yidoe that 
tair OCIIIIP8118ation tar the tal'lllination ot eullcontrocte shall be baaed 
on the aame prinCiples aa coarpllllllation tor the termination ot prime 
contracts. Accordingl,-, the contracting agenoioe shall approve or 
provide tor the apprOYal of eubeontroet settlements (in acl.di t ion to 
the eireumataneee sot tortb 1n Directi'Yo Order 6) when such settle· 
111011te are mdo \ll)on the prineiplee of Pf\1'118rapb. 5 of thia Statement 
of Polle7. Bovo'Yor1 sinCe tho contrac.till6 ,asenoJ will not or41naril,­
baYe participated 1n tho negotiation ot tho original subcontract, the 
cocstractins aaenc7 vhore consideration ia gi'Yen to the factors eet 
forth 1n p&rll8rapb 5(c) _,., elect to take into account the profit 
which the controctins asenoT vould han 118reed to P81 1n connection 
vith a direct procurement or the same or a similar item rather than 
a profit determined 1n accordance with p&rll8r&Ph 5(c). 

8. Determi.nation required bz Section 6(e) ot the ACt. It 15 

bereb7 determined that to the extent that it is preeentl,- deemed 

practicable to do eo without ~edins expeditious eottlomenta, the 

proYisiocs or p&rll8r8Phe 51 6 and 7 ot this Statement or Pol1c7 r a-

quire the contracting 118encies to take into account the tac tore 

enumerated in Section 6(d) ot the Act i n establishing methode and 

standards for determ1n1ng fair compensation 1n the settlement of 

terllination cleimB b7 agreement. 

9· All conteaplated b7 the ACt, 1D041t'icatione 1M3 be made from 

~ to tille in this RII8Ulat1on. 

Robert B. Blnckle7 
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Arr£1011 t £XHi t iT XII 

Omc:s OF CONTRACT BE'l'I'LIM!:IIT 

(Regulation No. 8) 

October 1~, 19q4. 

Pursuant to t he authori ty conferred upon me by 

Section 4 (b) of t he Contract Bettlo1118nt Act of 1941,, 

the at tao heel forme 1 dea1~tecl therooo Ort1ce or Con-

tract Settloment forms 1, 1&1 lb, 2a, 2b, 2c, 2d, and ~' 

are hereby preacr1becl f or use by all government asenciea 

1n connection v1th the aettlement or cl.a1ms uncler termi-

nated fixed-price var aupply contraota 1n accordance v1th 

"'natruot1one for use or Stanclarcl Contract Settlement 

Propoaal Forme" hereto attached. 

-en-

ROOIR L. l'tl'l'NAM1 
Acting Director . 
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Bearia,ra 
ValvtO 
Su~ealinruvmecta 
Eleetrie motor& 
Drvp 
II'Qit.iotl equ.ipment 

,.,.,,.--------

11 ............. ,_--..... -
...... ...,be ....... a .... ' s• ··-~ •N•C d.IVaJIN.'"ucho11atUr«d ,, '"eel 
..t. ''-at rtqll1re4. Fori"-._... &o .,...,. _.. 
....a.! .,.,... - a MW tiMet fot -.ct. d ·eMet"e c....,. .. ,..,u,w.,.._....•~l;....'-" 
U.. tWt.IN of tJM d eeri6c:etioa Ia the &.p rills ~ 
rwr of the t.wo&.or7 fcwm. alld..,...,. the ltAn'lllf.Wq 
Undn' tlu.t duliftcl.tiocl iD MqlH!IItOI undfr ..,_ttl IUb-­
hNdlnp. For I'XM'I.ple, ou the ahett or abNta Wild ~ 
lilt O.emlalt. Jf'OUP llt'JIIIlr•tf'IT aU Adda. all AJUJll, a!l 
RttJu, etc. 'Undu the J mt:ral cluall\ratloa of h\lu· 
latecl WIN and Cable. croup .eparateb' all Albo1t01~ 
JruuiAt~ Cot~Ptr Wire. all Rubbu'·luuJated ~r 
WIJ't, all Mqmt Wtr., etc. 0111 t.he aheell Mtd to.­
Dnop, rro•P ,.pan,..,. all AoUto.W all Voc.r-. all 
Slr)'ch.nfM DtrivaUvtt~, .n Morph.UM [;;nvauv., ec.e. 

10. 0o ,._ t.-W""' I. ..,_ 

N•~ot ''--" nca•ind oo Chkachld"-J.• llowt"W. a~ maa be siYa ..aritot to..,. 
.a. the: Gom -· ~tath-. w w.ur, u.. 
-·-.......u..u.........,n. .. - tl&. pCiul. I'Wahfd ~ta...,....-be U.t.d- thll 
fOt'lll but oa Form !b. Othtr matnWt wlddt h,ayt DOt 
loll lhtlr Wtlldt1 lh.rouh whole or putlaJ ~1 
and •hkh .,.deemed to Jiave a tlarthercommtrdal UM 
tbould al.mllarty be Usttd Oft Fonn 2b. 

1 t . On Fem U-IM-. J1ca. Tb:IIU'M, tk .. &Ad a,.. 
dal Took. 

Note that on thll tonn item4' hAvinr no eommtrelal 
value I'M1 be pl..:ed In a 1ln,:Je eiAM.II\eaUon d41t:IJ'ftll.ed 
''NoCommtrdal Value... SUch l~mt requiN no further 
d-...1AeatJol'l. For Items ~ to h&.,. eommt.relal 
niH. ~ dauiAeatioas m., be UmJt.d to tht 
tollow1nr: 

Diet Jlp c;...- Fb"'"' ft>odaltoolo 
UM a MW aiMet f« etdll Mdl ~ daufDUoa 

(uarpC.MPtnllitwdiUMkr~61ibcn"t). lutrt 
the ...... ot tM d&ui6c:&tioa ill liM top rilh~.,.. 
DI'f', and He.t -~ item~ f~ ulldtr \41. daNit.oat.loa 
lo MqotDCt. For exa.m:ple, oo \h. lhett uNCI to Jist 
Dkt.. pwp ....,_U!J:y all Extrvdln.r m.. all Forrtnr 
Dlft.. all Jiormlnl' DiM. ric. On the aheet uNd fM 
Caur•• ITOUP lt)J&I"&tf:ly all Thread C•up .. all RNiu1 
CAul•· all Depth Cau.cu, etc. 

12. If ptrlahable UIOls An'! ehur«J to tndiN!Cl f.ctorr 
txpeut, c.bty may not abo be i.Miudfd In termlnaUon 
la.Y'tntory. Wht:re. howt\·e:r, indi.f'Kl fadoJ")' tX))C!nM 
Ia IIIUWittdlo txdU<h 511Ch. a eh&rp, or •ht:n U.. ,.,.. 
lohoblo too1a ,.,. <hund ~ to tho ... troct. thor 
ohoolol ... ledadod "' ""'"'--·but ohoold bollotool 
00 ,.,.. tb &1111 - 2111. 

IS. u.t ~ •M. Ia ......._ Ext,..... care 

- ... - toliot- ...,.,-1 ...... ·­.. •.a.cte ~ Jf doobt txiau uto.&.he....,.... 
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on .~orm Zoe. 

-----------~:;;o;;--·----·,c--------.,_ 

........ ~ .... -_... ..... --... .......... --- .... --.. .............. 1 .... 

) 

) 

Regraded Unclassified



2!i8 ArrtUII I IUII IT 1 11• 1 
, .................. ., ........ c-....., .......... ,.,._,.,_, 

c ,_ u. " ,..._ C'AMndow • ,., II MW 0 ... T• ....... fbrM·MM W•....., c-n.t 
Tw. ............ . ..... _ );. 

0 . ..... ---. .... c.. ... 
0 ............. ,.,._ ..... x.w . ,_ 
.... 

o-- •---..-·~ - ... - .,..._ u-,., • .r_......,...__u.a ..,.,,. ....,. ........, _.,.- a.... ...... c-~;tM)fe. ..... .,..,_.,..,._ 
~ • .., ..... w.., 

··-·· ... -· u..uw. ... , ......... .. ,_ .......... ., ........ ~ - u-- T• O .. 0 ,..... .. ,.,..,.., K.. _... ................... .._. ... o .......... o ..... (~-.) 

- -. ... _. 
~-...... __ , - --

--..::t" --.. .:=:-..:::. ......... _ .... _ -·-- <"""-'.:;-- .................. 

I; ·- ·- ··- -- ... , .. _ ... .. -· - ... --- -

c.o.-.:,:-.:,.-a,:r:: L :d .......... ... - --.:r_~ 
,_..._.. .... c.-,....,. --- '" -~.,.....~r-

( 
1 ... ......w.~l*'-....,~r-,.. 
a. ~,.....a...r-s.l 
t. fWiihN___.. (I,_F_~(IIt·b.A) , --- ··- ----
$, ··-·~ <"- ,..,. • : - . '-"'-'•...-u.-r _ _,...,.._ .u 
1. Ol.. • .._ ... ......,. ... (F .. 
~o....--u-..... 
.. o-r.! ... .u.t.~ ...... (tTMidt.C) 

·~ Tcrru. (('"" 1 W t. IMIIMI••• 
II . ..... t '-':pWe .. ..._,. D) 
11 .. ~...-oro- ...... Q ... T~a ........ , 
H . ~t .... &Jwida . · .~(Jro. ....... P) -IL A~ . ...... ,.,..!let Cfro. , _ tbt. . ... -II. AIIH WIN for laMN" -... 'f" . .. o._ as .. l' .......,. • I 
·~~ ...... (t.- ........ 
lt.. r.nw. ........... ....,.~ca-... 10 ... Tn ... c ....... (l._ll-..~t It) 
tl. NnS~••"(II••na-J ... "'l-

.....!::..-==..-:--..=.:.-::.-~~ -- ------------~--~---.. ~----------'' ---------., ---,---~.--------

0 -.............. .,....... .. _,..,.,..... ............................... ..,.,........ -
Regraded Unclassified



eca&DQ.,& 4 .t..."'ALT$15 fW I"~' ~'r ffTE3Ut-' G ..................................... _...,. ·~ ......... ., ............... _,_..... .. _.__ .. -;:;;;; 
.......... ca-. ........ 1 ---- --- ..... 
......... _ . ..... ,_ 

' oo•n, ., 
••• l~11lla11A.U .. ·-· .. I.NH• IIkllll -----

o.tdet•...- ~., ........ - "'" .... 

,.,. ........ - ... " .... 
. 

hlfUI t;..p&.n•llM ·-" ............. 

x-... ....._., ....... ~ ..,~-" .............. =.: ""'"-

_... .. ·- ..:~;..;.-. 

~- ~ 
...... 

.... £.floiii.Mik;ll ,._,. ....,.,..lltu ll ---

) 

) 

Regraded Unclassified



( 

&PP(tttl I • (II I I IY I ll• ( ,_ .. ............... _ 
.. u. ...... c ....... , , .... u. .. 'lla' ... ~ ....... c.en.rt 

1'0 • V8iJ OIQ.'f ,__. l'OU ...orou TO aft.uN Oil DliPOA Ott .4U. llfYDI'I'QaT (ITIU: I UD I) AlfD A»>Vlf''' 
a. tova .Hill' NGfOI.U. Ol'D t ) ll &.a~l'ILUf tu-

n~~....,..a ....... ( .... _ ) l 

0 ............... ~ .. 0.= .. ·- · 0 ........_..,,...._....,N-tt). - .._. ____ ........ _. ·--- ·-· ...... 
.~ .................................... .,.,._ 

..... _ 
a.... ...... o.....-.. 

_....._., ........ - OIL ...... ... ., .......... 
- -··--

-------· . -- -·········-······ --····-·····---
FWiOW'OUD & A--t • _......,._ ................. ..-. .. __.. 

&~ .............. _........_ .......... . 

&-. ..................... .,_, ........... -.. ·----....... 

.. ~c::...-- .••••••• ••••. .••• 

I. ~T ............... ......, ....... .._ ..... C ....... p ..... flfuF_...) . 

~---· 
~------------•. ~-=~----------

' ------·--------. ._--·----............ _., .. . .......... ~_..,..,...... .......... _,.._.,, ..................... ....... 
-~-·~-

2ro 

Regraded Unclassified



INSTRUCI'IONS 

1, 1'111a ..w.n.at propoul ehou.W t.. IUbatlt&ed to OM ~tndiq o5oer, ll JOO an a prioM eoo­
lnldor. or to JOUr cu.tomu, lf you an & ICibcootndor. 

I. You lhooW l"f\i''cw a.D1 provi&loDI of JOUr ociatnct re&au• to ~ 1'bt Cootnet Set.. 
u.rs.ot Act of lfN.4 proytdc. f<w the PI)'JMI:Il ot f&i.r UIID~Uoll tor t.ermiuW. ot war oootnct._ 
and ~Uoot of ~mm«'ftt oontncUnt ~ tootala diUIW IDlorm&tka rtlathtc to termlaa­
t:lon ~l&lma. You.r cJ.atm for t&lr compe~~.Ntio• -:A!:.:..ft!l)&r'ed on • to1t bula. or oa tM built or •l"l"" 
eentare of the conU'IId price ~~ ~ ~ of ClOm'Piedoa ot work llliMt U.. 
tco:rmlnatAid eontrac:t. or may bt e:alculat.ecl by uy other method that ...til pr'O'Vtde f&lr C!Ompeuatloo ftw 
tM J)R-p&rat&on. made. and work d4ae for lM tel'llllut.ed port5oft ot the c.tnd., 16clodJ~ a ..-.ooable 
profit on alkh pr-.paratlont A.Dd work. 

S. GeMrallt, If J'OU.i' eeUJemeat propcu.l Y prepared. Oft a.CC!fi bula. It mq IDchacb. llllder ltema 2 
and 3, tM foUowlfll: 

(a) Co.u -co.ta tna.:rred wMeh are reuoftlblr ~ aDd are PI"'Pf'rl7 al~ to the 
tmnCn.a.Ud portion of you:r tonb'art uJidu I"'ICCPi:Jed ccamerdal M~CCMU~tillr practica, blicl:udlq 
dlrKt aod lndlreet m.anuJaeturial'. •llinl ucl cli.ftributloa. IICim.ba1ttntive, ud othtr COlt.- &Od 
f:XPtliMI iKUI"t'M. 

(b) Sn:U~C'Mf ll.litA $Ml>cloal~ .wemata of daima ol ~ 
aJ)ocable to the &.trmiDJ,tod portloa of )'OUr COIIIlrad.. 

!e) s.uz.-nt E~-Reuooablt coat. of prwtJ'Viq aDd ~ tc:rmio.atioa iDVWD­
tor7 n yoar pcoueNlon aft~! or M:ttiJflt JOUI' clafa'l. 

(d) ~o~t-A TeUOIUible prof\t wlth ,..ptet to lM p~tlotls 1011 ha.,. ~&lid wott roo 
Uvt adually done for t!w! Urmloawd portJon or your o:~ntrKL No prollt ahoWd be IDclodtd With 
retpect to W'OJ'k which hu not. beef~ dooe. 

'· U you uae th1a form. )'OU:r aet propou.J muat be leu than •1.000. ud 7011 mut l't'tail!l or cf.laooee 
or aJI the U.nnlnation invtfttory at the b8t price obtaiaabloe,' 'I'M G<wH'MWI!It. m.,- uam.i:M JOW' boob 
&tid record• rtl.Jth-e to thil proPOii*J, and if you ~n • •\lbcocltrattol', JOW' ei.Utomer mutt. be utided wtth 
,..ped to it. Aclotptancc, of tlu. propoa,al wiD OONtituW approval or tbe price w-hkb :t'W olftr for tbe 
enUn iDvt:l!ltcllJ'. iad1.1ding tJW pf"'Ce«<• O( any r".l" which )'OU have made, 

5. RdtftOCe it; made to SeWoa 19 of tht Contract Settltmmt. Act or 1944 rel.tiq' to u.. reteatioo 
or reoorde: aod wor~nr papcn_ aM to &II¥ t imilar pro...Uioa. of your coatract. ud to tb• prooriaioQt of 
Section 19 of the A.:t lmpotlnr Ptnt.ltiel for tbt filinrof fraudulpt dalmL 

() 
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aPP!I tll I !tii i iT 111· 1 , ... .,, .. ~.--* .... ,__.,..~ .................. ,_, 
SETil.EMENT PROPOSAL ('IOTAL COST BASIS) 

Por U• 111 Ptf.e C.•trldOI or Suk6a1tt.t101 U .. tr Ttt .. utM "•"'·~ War s .. ,., eo.&r&d 

.... ~.-----------------------------,... pq-a •wl* te (d!K'It _ ,, 

0 It ,.Cma -.tran ~~titb tM acn-w.-nt, or 

0 a.-.ua.n- '*" .......... x ... (t. -------

"'''---------·--· ... -·------- ............ ------·-··--------(lll_.,_ .. __ I"_<IT.-

-------re..~----------~~----
-------·-·-·~--·--------

U _,-f ~~·abae-•tfdor dllf' COI!I,..,.llllat·e bet.fl ~.,... lla-
&nd Mid~ ol ..... ---·------··· ---- ~~~,~~~~::::::::::::::::::::::::: Go•'- Prime COitu.n No. ... 

C.~9r"· '"'·- tio. -
... Fn,. J (~•S. (ff Am.~~~IJI 1nlll"lu"1161 i0nl Eatotdv.t U &t ol r.tMinadot~ -----·-·-·---·-.. ----

au aorhrdf If ~. ~plal-. ·-----·~·· \'• O Ne 0 "' !. p;;;;;;;j !'io. ·-··-- vn6tr tit ... tenn'-UIIIl ...S il d .. ..cl to bt 
0 l ll&trt •. OJ 0 

•• ... 
1. J>hd IMteriat.--., .. ,,_,. .. ____ ,.,,,.,,.,,, 

PIIOPO.!UlO 81TT1.1.MCMT 

......_ .. u-->•• -·t;:-

--.. -·-

•• ,. 
2.. Olmt labot ............................................. .. ·······----·--·-·- -·---
l. ln41rtC"I fwtorr '-'1~ (f rom lk-W"I;t A)-., ......... ,_,,.,, ...... -
.. I)W.J.if;lo.fiJIIII'f$ alldtptotlal t.oob(F-2d)_,., __ , ................. l '' 
a. O.k r -u 0•- *hc-dt4t DJ- ................. , ___ ,_....... _ ...... _ .................................. _ 

t.. Qci'W'ftllllldad•llllilu..U.~npe~-(tromld..CJ< I-------+------ ,-------1 
7. Tou\. (hrnq 1 tot. .. d llfh<e)--········-· ..... -

&. Proll (tlflla!A .. &tlwdiOle t>)-----·-·-·--· 1-------l·------:-------1-------
.. TOTa\. (1-.. 7 utd 1) .. --................ -. ··--.. -............. I .......... ,_ ..... . 

10. Delfuc4-Finlollrld product '""'* or lO be 

l11•~ (IN1104t abo•~).. ....... - ....... ...... 1-------·1--------!·-------1·-------
11. 1'ot4t.01-tlcoofo iW•IO'I .......... - ... . 
11. lttlk-t!lflPI'c- (fr- Stbed¥ola Et- ···- .. 1-------+------+--- - ---1·-------
1&. T.,-r• t.<lw- •••11412>-.............. _,, .......... -··· 
u . .. ,.,.,. ... ""'" ~uacu'" 11,_ Sth. n .. 
IL Allew'anot for lllttri\OC.,., _______ .. ,_,,.,I=======I=======I=======j:====== 1&,. l'O't'a l. uw- '* .. 1:1, h~el.tt-e) . _ _ _ _ , 

n. ~ m;u ~,,."' klotod"~ e>- ........... . ...................... .. ....................................................... ·-······ ............. __ 
IL P&Mla\ad~orproc..-Jla11Mtlt"tt-~lll II) 
l t. Tou\. c,.,...,.. (lw- 11 ""'' I !I) ._ .... . 
20.. Nn s..rn....a.,. (l~m~ HI &e. h l'lll Itt .. . tt.......,.-.,.-r,_..,._,.,_.,,,....,......,, ....... - - ,.,...,_,..._,..,_. ......... ____ .,...,,..... ,.,..,__ 

CI:.RTtriCitTI 
TM ulldt~ llldlv..Wty a~~<l .. .,.; &~~tlloriRd "1'1'1"111'1111!.t l•·" uf l.beWAI•wtor. eertliiN lh•l .,.....,. e;.a,.lncotl tWo! S.n lnN!ftt ,.._. 

&lid t ile!,. w the bt-oot ot b .. ~-•""l!llt ano1 hollo•h U1 All 1'0 ('tJSTJtA(':'f'Olt" 0\\'S (;II" IW t,:g-T .,. 1...,.-.1 Ml"-n.t {httl"lft of 

~ t!".:::.':.':t! '~'h'!.~~=::::.d!r:: .. ::..';J~=~·r.:i:l(',::=:~~ !=.~ .-:n:·;~~~~.=t:..~..:..~:;:; 
lin t '-'' ptep&rNI wtlb lt- k'lll t tbllt ''"'-" '"i ll. 01' lll&f. toe •-IIJirMI)' Of l todi""tly N Uwt..,.u• ..otlll'fl"'"' .. t • .,._..., •" c-lal ... llfl•h•l tllt 
t •nltM Mtl.lb et u h"'M1 11..:""': *'"I 1l1t fl111!'ft'!lo .. •'"f'l •rel&ilf a111l ,_otol,f4!, (21 Ag TO lil'IW'UX1"1t ,\t'TQit~' l:liAIUlt:$­
{a) ,.,. HMrM'-Of h• -IIW"Il or t<4l~..rotl '" blle.&lllilll'<l. , ..... ~"'" l~ "''"""._,. Mlo."lu&te 111 tt.. mu_........, 0.. "....._ <lll l t.t lw~la.t.e 
'"'-"'~ tecul....,\'• <ot datn .. tl~l ...Wool ... ~tt~ l•"'"ll&tC! 0111!-trlot\- br tbcoi• •'-"'-li"""l: (h) u .. .,.,"'--"' 011 _..,.. .. ,or 
lm...cllllltllll~l-' o'""""...,.,.... .,...t•lt a110l "--•&lilt, .. ~11"1...,... &Nth«atAt 1.0 tllet•"'"l•t~ Pl'f'l"'" viii!MGIMf'IM'I....cl•ld .,.,,i,._ 
n~nl.f,"'""' MCuli.trd h! ....... ldlh .... If* .... -Ill \"lift .... II• h11-.!illl tt 'lllofvlllfMtOf!l I ... 111owf-'lll ... lilf toE•IIUKIOr W'CJIIIId -\;·II 
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(d) U..-<11-.HOI' ~ 1ouli-lo~ ltedit•• k t • ckltiiK li) tM -lllcm- Olltha .. UiootoflotiiW lril.h -I'NIIII4e •11bfu"lfllof ....... W {il) 1 .. 1 tttt 4'....,... lw ttoc. VI' &lluN.l.., W t.hlo. fiOIIUioe\, \<'"""' -~ b)' 11 .. Cl*ltllort~ Ill ............ toYf'rit\1 lld."'-'t.t lrilh (t,. J.nl('d'-&• ftbofo~ 
~'=~~=::'!:W..:: ~.~~~:::~~~~~~=~11)' w1i tl .. ...00.11\.o..; ............ le tbot UICtl.l ta...t. it h .. twl PftV~ 4oM- 'I'M "" .......... - ...... .... -...... i_.,.._~--
- ..... _.. .. ---. ----· ... - c.ve... ·-----·-·-· .. ------· .. ·- ·--·- ·- ·--·--- - ()t_.,......, ., _,. _____________ ., _____________ _ 

................. 
-------~ (I'MIIt co. 

..... c.. ................ ,.,..,~ ...... ~ ..................... ...... . . 

2[1 

... 

Regraded Unclassified



............ IJfDII .:T IAC'TOI!!_ _P .... I ...... ~ _,_ ....._..,A.._._ - ..... - ( ) 

.......... . fm~D COfTI nnM II ·- -- - ..... -

............ OIND.t.L .&.JfD .&DMnotiJTI.• n•& DPCNaa UTIINII 

"""""- ....... ., .......... - t. ....... 

ICIQDIJUD ....... ...... ., 
CI......_IM; 

.._ ._ .. .. IIIII 

ICM1Dt11.& & nT'hDIDIT IJ"paqa OTIN Ill ·- a. ....... ._ .... ....... 

ICXroti'La ' lcrn.&M&HTt WITH IMMI DUTI IUI(:OJIITa.CTOU AND IUPPU&U CITIN Ul 

)1_ ... ...._., •• -...... ..,.......,... • ......,.......w ......- J..-....... 

........... 0 ~ 011 OfWD c:a:awn ......... - - "-"" ... 

I! ""' -•!!t!!llee .. ~ ...... oW 

...... 
) 

..... 
Regraded Unclassified



• .. 
~ ,. 
• 

TERMINATION INVENTORY SCHEDULE-METALS (In Mill Product Form) 
(lito Form ib for cut.lap &ad to..pnp) 

'l'bll Mbedult appUet to (ebeok ooe): hopertyCI .. •IfiqtJonl··-- - ·----·- --------
0 A prime oont.raet. wttb the ron., or 0 Buboo.ouaet(e) or pUI'C!haae Ol'der(t,) <e.I~~Mtettolll) •• 

wl"' .. -··-_:·-··-·-···-···-···--·-:-_:·_:;·-······-··-······-····--···-·- ······················ - ·················· - -- --~;;··-···· ···········---·-····---·-·---.-------·-·----
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'"' 1, m 
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TERMINATION INVENTORY SCHEDULE-WORK IN PROCESS 
Tbt.tchedule appUea to (cheek one): 
0 A prime oootract. wi'"h \.bo s;ov&.-.; or 0 Subcont.ract(t) or purchue order(t] 

'lrilh ---········-·-·-·-·-·---·-·······-·-··-············----·-··--··-·--~ .. ~-· .. __ .,_.,.. -=···~;,--·---------·--·--·---·---
--.-;;;;~·--·-·-···--········· ···-············-···-·-··········--------·--

~;-;-;:;~-=··-~:=~~~:::::~~-----·~~---~~~~-~~----u::~===::. 
DEIQRJPTION C .. T 
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,_:w TERMINATION INVENTORY SCHEDULE 
(DIN, Jiae, Flxturee, etc., and Spec.ial Tool•) o... or conucr • .,...,. •• .., 

Tlllo-...o•pplloo to (eh<dt oao) : 
0 A prime e~M~t.lad. wlt.h U.. con., or 0 So.boonltv.f.(•) or purdaMI orderU) '-=-.=·•'- 1~-.. -.. -_::.::.::.-.. ::.:-_-_-__ :::-_-_-_-_-_-__ -_:.::.:: 
wiUt ·--················-·-·······-····-···-··-·············-··-·······--·-··········-··-· 

______ <#,......_ 
... ~--····-········ ·········-·--····~·-· -·-····-···-·-·-············----·--~-·-··········· ····--·---.. ·-·-········-·-· .... --············~·····-:-···················· ·· 
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APPEIDII I UKIIIT 1 11 -1 

-:-=-..... .._ 
( Thla propoul appll .. to (cheek one): 

c 

( 

0 A prime contract with the Covernmont, or 
0 Subcontract or ptll'ebale order No.(o) - -

with-- ------------

------~,a=~~~~--------------~,._M, --- -
Government Alltlley ---------·-------­
Covt. Prime Contract No. - ------­
Contnctora Reference No. ------------­
E«octive date of tennmatl<>o 

I. Fumiab -· title, addrou, and telephone number of an individual In your orpnb.ation 
!rom whom additional Information ..,.y be roqueatad on queationa ~ to (1) ...,...,tlni matterw; 
(2) property diePOI&l: 

(1) (2) ----------

2. A~ the aceounte of the .contractor eubJeet to rerutar periodic exami-;,ation by Independent 
pubUc aeeountanto? Yea 0 No 0. 

S. Furni$h the name and addrou of any aeeoun tanta who have reviewed or aeslated In L;e prePQf$>­
tion of the attached propoaal. 

4. Fumiab the name and addreea of any IOV81"DDIIIItai .,..,.,)' which baa reviewed your account. m 
eonneetioA with a prior aettiement propoul. 

5. Have there been any alpifie&nt deviationa from your ,...war accountini procedures &nd policies 
In arrivini at the costa aet forth In the attached propoeal T Yea 0 No O· If YES. explain bri<Jiy. 

6. Wero tho detailed eoet reeorda ueed In pre~ thla propoul eontrolled by and In agreemeti!; 
with your general booka of account? Yea 0 No O· 

7. Were Inventory quantiUeo baaed on·a phyalcal count u of the date of tennfnation? Yea 0 No C. 
If NO, explain exeeptfona. 

8. If th.ia settlement propoaal io baaed on standard eoato and ouch coot. are In exceoa of adual, ~ 
proper adj111tment thereof tor any alrnille&nt variation• been made? Yea 0 No o. If NO, .,xplain 

9. Does this propoul Include charges tor .,..Jor Inventory ltema and clalm.a of aubeontn<ton C(l7.'·· 

mon to this tennfnated eon tract and other work of the contractor? Yea 0 No o. If YES. furnlah !lifer· 
mation u to the method tiled In alloeatini amounto to the terminated portion of thla cool tract. 

10. ExpWn brielly yapr method of ~ lnvell\"rlee, lndlcatlni whether matulal handling -~ 
baa been included In charswa for materials. 

J 1. Are any pe.rta, ratertalo; or finiahed produe t. known to be detective, included In the lnventorio:: 
Yea 0 No o. If YES. expl&ln. 

12. Have any charrto been Included In tim propoul In reapeet of severance, diamlaul, or separa• io!l 
pay? Yea D No o. If YES, furni!!lbriet explanation and eatimatee of &mount. Included. 

18. Does tim proposal Include any element of.proftt to the contractor or a related orgoniutiod, o!ht l 
than proftt set forth •eparately In the proposal or Included In the contract price ot whfcl. acceptohle 
finished product, If any, Ia Included In the propoul? Yeo 0 No O· U YES, explain bri•.fly. 

14. Describo briefty the nature of Indirect expense !lema Included In inventory coeto (aeo Sebedul.J 
A, Form 1) ; and explAin your method of allocation used in preparin~r UU. proPOI&l. lncludlnr if pra:ti· 
eable, the rates used and tho period of time upon which they &re baaed. • 

15. Do the eooto set forth In the attached propoea1 Include proviaiona for ap.y ._....., other tba.'l 
normal depreciation .... rvea? Yea 0 No[]. lfYES.Ilataueb.....,..es. 

CBitTU'ICATS 
I hereby eertify t.het, to the beat of my knowledp and beUet, the abovo atatementa are ttue and 

correct. 

' ('1\0.) 

UN ,..,.... .W. • atl.adl .ct. ..... t• ..... ..,.... laJoraatS.. 

-8Sb-

·2C4 

• 
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AP~DIX 8 - EXHIBIT VIll-A "l r lj 

•••• OCS-RI .... ,, ..... , 
MOIITHlY SU*ARY RErOIIT 011 

COIITUCT TERIIIMATI OMS AMO SHTlEMUTS 

I T ( Ill 

Cll 

A• I UMIU 

1. C:OUta(T Nlct or IJ[)IS UJIC(llD 

•• Tlll•U.U IOU HFf:ClU 

t. tsTI~AHO COST OF IHJeS C..ClUD 

,,.,. ··'·­,,.. fl l •"' '" C•l • • • (I) l • r ,,.,_ , , ,._,, 

•-• • Ill ''" ' •I tit tl•• Ill • ''' '" (;elf;- ( I )• 

-17b-
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..-... r ...... i' 110· , . ,., 
urktfrAL aiPII.U ,..,.,..... lt. l U I 

UtdiUL UUICl 

CQII [(110" $ 
"l¥10US 
UHtnl 

tu.nau'tt 
l UOIIU o• 

Clt.t111e .. I I) 
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.... , .... 1110· , .. 

OFFICE or COITRACT S£TTL04i£JT 
ur•oru. u run ..,.,.,... 

TI ME LAPSE REPORT Of TERNIMATIOII CU INS SETTlED 

Ont: TUUII ITT£0 

MOifpiT S(YfLU fO I 

IVE OATt Of 

.... U ll JJUtX .... 

u n l .Ul un 

col-• olto• lll c•t• l• tM c•rroc r lo•• (~luo o r • I ••• ) terr... Pl'Ol'Jov• • ••••• • c-l•IJ•• roroh oo tJ.• t ••• • rao _ __ ,._,.,.,. 1/;• r oo 

I• Col_. (1). (1) . (1) ••~ (I) fu tab r o,ort o r o H.4 t o th ~otroUot/ ¢•- l o tleo t ot ob J.o tM 111•• 1•• ·• ,.,., , ... • - • IJI o; roo 
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,_ OCS-R3 
t t-lJ-"1 orna: or O>«TRJCT smu,.Dr 

TIME LA'SE REPORT FOI TERMIRATIOtl CLA IMS 
AWA ITI•G SETTLEME•T A.D TERMI.ATIO•s AWA IT!•& CLAIMS 

cr zaa• r• zca r • t MI CONr a ACTS) 

STATUI U Of 

•••m ., , • • ,. .. , , , • • C( ., 

ITOII" fl l ( I I"T(IUL$ Cl AI .. 01 tTOIS C.IIIUU:O 
, ... ..... u ( ft-• -.4• ) ... •• ,,, 

,..IIATI. CUI• • triM ~ ... nw&. 

€liPSED TI M( fiOM trftCTIW( Dl T[ Of T£RMI IATfOI 
) .O.US 01 III OU 

- TII OWII 6 .. I llS 

J lfiiOVII 12 ~ITI$ 

••r• u • •u s 

Q._W$(0 TI M( r• OAf( Of CUI Ill 

l ... ,as •• •••«• . , .. ., ... .... ,,., 
1 TUOCI .. U .Oi f tl l 

OYU 12 IIOI TU 

TIIIOIUTI.I ... T .. CUI. • ,... .. 

Q._U$(0 fi N( F'D OAT( Of T( . U U TIOI 

l ...,.," •• •••ca 
" nu•t• 6 ... ,.., 

J , . ..... 1J ... , ., 

nu u •••n.a 

I(POtTt r l 0''1CI AL 

......,. ....... /110• II•H I, 
.&rrHr.u. uru aa , .,,...... n . l UI 

ICPOITI .. DfPAIT• CI 1 

l CC.II CAL StiYIC( 

OAT( TUI SI ITT(O 

PUT I AL PAU (U$ 
.. tiU CU I I O 
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STATISTICAL TABLSS 

CO!lTRA'CTniG AGENCY REPOR'IS 

1. TOTAL, ALL REPORTI!lG AGENCIES - ller Contract Termi­
nations and Settlements, Prime Contracts, Quarter 
Ending September }0, 1944 . 

2 . WAR DEPAR'lMENT ~/ar Contract Terroinations and 
Settlements, Prime Contracts, Quarter &lding 
Septomber 30, 1944. · 

3. NAVY DKPAR'lME!n' - War Contract Terminations end 
Settlomente, Prime Contracts, Quarter &lding 
September 301 1944 . 

4. MARITIME COMMISSION - liar Contract Terminations end 
Settlements, Prime Contracts, Quarter &lding 
September 30, 1944. 

(_ 5. PROCUREMENT DIVISION - 'mEAI3URY D~AR'DolENT - l~er Con-

( 

tract Terminetione en~ Settlements, Prime Contracts, 
Quarter Ending September 301 1944. 

6. DEFENSE PlANT CORpORATION - RI'X:ONS'mOOTION FINANCE 
CORPORATION - War Contract Terminations end Settle­
mente, Prime Contracts, Quarter &lding September 301 

1944. 

1· 

8. 

9· 

WAR HlODUCTIOII EOARD TAlllllATIOHS 

N1Jo!Blill AtiD PJi!RCBNTAGB DIS~IBUTIONS FOR Hlli-lE WAR COlf­
'IRACT TERMIHATIOIIS, By Ceosrepbic Region end Major 
ObJoct, January - JulJ 1944. 

CONTRACT PRICE OF ITJ!l.lS CAtiCKIED AND PERCENTAGE DIS'mi­
BUTIOI\lS FOR PRDA.E ~IAR CONTRACT TERMINATIONS, By Celli· 
gropbic Region end MaJor ObJect, January - July 1944. 

PERCENTAGE DISTRIBUTION Oll' AMOUNT OF WAR SUPPIX CONTRACTS, 
By Geographic Region end Statue, Thru July 1944 . 

10. NtJi.lBJ!R 1 Al-.OUNT OF C1An!1 AIID l!J!RCENTAGE DISTRIBUTI ONS 
FOR HliME F.JXED-PRICE 'liAR CONTRACT TmMIIIATIOII ClAIMS 
St:ITl.ED, by SiZe of Claia a nd Lepee of Time i'roa tlf'foctive 
Dete oi' Termi..at!on, January - July 1944 . 

CI 
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ll. NIMIER, AMOUNT OF CLAlM, A.ND PmCE!frAGB DIS'miBUTIOIIS 
J0R PRIME FIXED-PRICE WAR CONTRACT TmU<tNATION CIADB 
PENDIID, by l;>ize of Claim and Iapse of Time from Effec­
tive Date of Termination, January - July l9ll4. 

12. NUMBER, AMOUNT OF CLAIM, A.ND PERCE!frAGE DISTRIBUTIONS 
FOR PRIME FIXED-PRICE WAR CONTRACT Tl!RMINATIONS FILED,. 
by tbe SHe of Claim and lapse ot Time from Effectiv e 
Date of Termination to F111n8 Dete of Claim, January -
July l9ll4 • 

l}. NtMBliB1 AMOUNT OF CLAlM, AJID PmCDrAGE DIS'miBUTIONS 
FOR PRIME FIXED-PRICE WAR CONTRACT Tl!IIMIJIA'l'IOJ( CLAlMS 
SE'l'l'LED, and Iapee of T1u from F111n8 Date to Settle­
•nt Date, J8IIUIII7 - July 19'14. 

14 . HlR<!Bm OF PRI:Mii: FIXED-PRICE WAR CONTRACT TJalll!ATIO!iS 
CLAlMS Sm'rLED, by Size ot Claim, Number of Subcontractors' 
Cla1me Submitted, and Iapee ot Time from Effective Date to 

· Settlement Date, January - July 1944. 

15. NUMBER AND PERCENT OF f!E'.i'l'LED PRIME CON'mACTOR CLAIMS 
RmUIRI.NG 6 MONTH.$ OR MORE FOR 8~, By Size of 
Claims and by Number of Subcontractors• Claims, January -
July l9ll4. 

16. SUBCONTRACTOR' S SE'l"''l.n-lEN' AS RELATEJ> TO PRIME CON­
'mAC'IOR •s Sl!ll'l'UMRN'IS, by She of Claim, January - July 
1944. 

17. NUMBER AND PERCENTAGE DIS'miB11l'IOIIS OF COMPANIES BAVIID 
PRIME COII'IBACT Tl!llMINA'l'IONS, by Number o1' Terminations 
per C~ and Total Contract Price of Items Canceled · 
per ComP8D1, January - July 19ll4. 

CII 

0 

) 
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COII'JRACTING AGENCY RII:POR'lB 

Tablee 2 tbrousb 6 gh'e the 1ntorut1on on contract termi­

nation& and aettl_..te a.e reported to the otflca ot Contract Settle­

met on Fona OCS-Rl (App81141Jt B, Exhibit xm) b7 the War Departi.ent, 

!Ja'Q' Departunt, Maritime Ccmaiee1on, Trea81Jl7 Departaent (Procure­

ment Divieion), and Reconetruction Jinence Corporation, (Detenee PlAnt 

Corporation). Table 1 ie a. a~ tor the five reportina contract1cs 

agencies. 

lc 
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1'AIU< 1 

TOTAL-ALL R&PCimJIG .ICIIOCIJB 
VAR C<li'!UW lRIDIA'I'IOIIS Ai111 ~ - PRDG! OClftiiAal'll 

Quart<or """""' llopw-.. }(), 19'1~ ~ 
ctD«<I..\Tl Yl 101 101'111 OP: 

IDM 'I'B!IOUGB 
.run }(), 19'<4 )1/ JULY i/ - 8CI'1'P.MIIIR 

ALL COIC'l11:!2]!! 

~ (1-r) 
':' ... tY.1aat.le~~W zrru\44 1~,29} 1 , 78) \ , }66 5,7)9 ,,.,.lr.at.l~ s.ulAHl 9',6~6 2, }16 1;, }18 •• 7~ 

f'o'loral.Mttone A~•tt.lns Setc.l.ntto!nt. tJ 9, 657 9,126 9,17~ 10,1'7 
2'11\t.I"\Ct f!:lce of lt•u Canod'ld (TbC.......to or DoU.....) 
r.r.tLa~Jooa ltteot ed 17 ,~0, !72 756.94- 1,288,6}7 1,9'. ,698 ,._.,...l.r.-tlcr\11 Settl..d 6.~ ,96} 1,2~ .. ~ 665,0; 7 9}9,901 
,.._,..lr.- lCIIM A~lt.tna: Seu.l...at!/ U , }07 1 }09 l0,18l, GG9 u,~,209 12, 11 0,006 

P'IDD-l!I 2! COH'Iit\CTa 

liMpiber (M~r) 
'l .. MUM.ti cna lrteotod uu,n6 1,757 .. , }}0 5,700 Cl"ta !lli4 u,,.5 641 712 7& 

rdcu•tcr.a Avattlns Cle.1a!} 6, 79'1 6,U) 6, 689 7,811 
.ALt. I.e~ nu illt~out. Clalm 85,6)7 1,1167 } ,}12 ),955 Get t.l~r.te Clt.h CUbe 8,799 8U 918 776 
Cl"Ll:ta k.m.tt.1Jl8 &otLI.e:metlt. ~ 2, 5•6 2, ) 76 2 .,170 2,156 

' nrMC· Price f'f Jt~t:r.t Car.cttb4 (Tli<>.....So of DoU...o) 1 •l"'lle.,~1CIC8 zrreo t --d l.} ,Q5,~'' .,},169 8o}, 088 92},~ 
'l"lr» P'UH 5,'l6} ,757 08>,900 ~68,9'1 t,L&l, ,;o 
r.,..ln~t.l!"C.8 Ava I Ur:.q Cl.a.U Y 5, 162, 062 11,856,&:01 , ,1.}1,970 . ,6110,69} 
.t.ottt.l."'t-.m'l.tD 'l lt.hout Cbt.m }, }19, 526 :!55,9}0 258, 978 185,77} 
.• , Lt.1•::.. " ' n 'II'Bh Chh:. 2,86l,m 960, 981 }95,}70 5()} ,16'} 
• LAL1t!t iVI:oJ LL'll" e • t.l.oalot Y ~,,ot,&.;a 1,&.!), 771 1 ,697,,~ 2,}78,707 

;.r--z,.t !I!' Cbl• 
tlJ.t. Flk 4 lo6o,7., 36,012 51,}06 ~~.1£2 ClaiLO St.• t.led 2~_,7011 7}, .~-68 50,11} }2,ns 
Ct..hr.t A"Wnlllf\8 Sot.t.lomem. Y 196,001 l,S,6h-, 159,878 172,264 

A"'"U:': or Set.t t.'IJIJ'lftt. 
\.~8 Settlca.Ct. lll, 117'- 66, 676 '2,8;8 28,967 
D1~1C:-.41U 2 ..... ,7•6 u,~7 6,ll7 },OU t: ·t S.tt.~t 187,728 55,&9 }6, 721 :!5,956 c..-· or Propert.7 Acqul.red. "' Sclt.t.l~t. 06,;<l8 ~.920 15,580 n,,~o 

COOT-PUIS-A•!?!! CONTRACts 

U!E!t ( - ·) Te...S.Q!lt.lon. lt1'HW4 517 <II }6 }9 
Terat.n&lt.lon. S.Uleod .!CO )8 28 ~ 
,...,.tna.t.tcma A"Wal t. lfl3 9e t.tlount. Jj }17 }()! !-15 }20 

!,ttt.hut,,oct toa1 nt llflnA Ce.ncolo4 ( Thou.Nnda o r Dollars) 
h1'111r:.s.ttcna u ·t.otect 11 ,}Oil ,9.21 )2),77} lr85.1~9 1,031_,672 
Teralcat"1CID8 S.t.tt.4 ~61.5)2 ~.7}1 10,689 250.96) 
'hnllna.ttat~~~ Avattlfts Sec.tl.aent t/ },8&>,m .. ,101, .. ,1 ,,,75,897 ,,»6,606 

APPitrDIX C 

U6,18! 
loG,0}6 

10,1~7 

.:t,~,)il9 
9,,~0,'54.} 

1..: ,~:0,006 

U5,5o} 
1; ,~ 

7,611 
~,.}? 
u , ... Oh 

2,156 

1' ,ec», IJ28 
7,100, 1:8 
11,6&1r., 69> 
11,000,207 
•,121,t.21 
2,)18,707 

)9 , .!:!5 
~ ,o,%1 
17~.-1~ 

,~9.955 
.. ,,921 
)06,0~ 

87 ,})2 

6,1.,,~1 
781.915 

,,)56, 606 
!} 8uaa&rtu4 rrc. N~a or t.M cont.r&ctlna 6fJINIOfOa \.0 t.b• ott1oe of Ccmt.l".ct Settle~~ent. f} Inolu~ea Mt• o\L'lW.AtlTe th~ Jla17 ,1, 194'- tor tbe l'eoonet..Notlon F'lntnce Corpql;"etlon • tlotenee PlAnt. Corpol'$tlon, tor vhtoh eul1or 4at.• t\l't W\llftU.able. · '.; g} Doe• not l.nclt.&dt do.ta tor .oath or JI.Ll.r ror :R•conatl"'UCi t J,on l ln.ance Corporat.lon • t~are:nM Plant Corpora• uoa. ror all Unea e:zcep't. tboM t oottJoted (4) vhlch az.e •ru.atU. u or c.be •n4 or Moflth• lln.e. f) ou.a ent.en4 la tbt .. ua .. ..,.. "S~tu N of the ea4 Oft Mootta• • 

.3o 
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YABL& 2 AWIIfliU c ---VAll cx.!II.OCf tlllllllW'IIIIS AD am-r& - I'IIDII OCimUCI!I 
Q,.....r -J.oc a....-r }0, 19" !} 

OJICIL\'1'1'111 rca kW'nl or: QMJL\nw 
rr. 1'l!llCDlll 1'IIICUCII 

JUD }0, 1~· JI1LT - S:IPI'IUBIR 8ZP1'. }0, 191-11 

Jhaber (Roabor) 
hnainat.lOM ttteot.ed 26,101 1,01!9 1,0}1 1,567 29,788 
'hralnatl«<l S.t.tlAd 20,8211 1,7~ 1,681 1,11\2 25,71.) 

TenaJ.naUCI\8 Av&1tl.J'.lS Settl.eJMnt W 5,271 11,601 },951 •• 075 •.075 

( Tbouaa.nda of Doll.ere ~ 
1•,0ll6,684 }9),512 96', 575 '·' k,279 16,9'9,a,Q 

Tera.Ln.at.lon• S.ttlM4 6.,0'1 ,82o 1,2)2,6}9 56},66k 71•,758 8,578,881 

Ter"'l.l.rl,t.t.l<me Av•Lt·ina Settleaent '!/7,998,8Q 7,1.)9,7}7 ?,)lao,~ 8,}70,169 8,}70,169 

nnu-m~ CO!f'l"RACT9 

~ (lluaber) 
ftral.Dtot.tca. ttteo\.K 2),717 1,0'12 1,001 1,,U 29,}~ 
c~ rtw 6,671 )92 )2} 6U 8,~)0 

1'orw1DaU- A.UUO& Cl.&b ~· },956 ,,.69 } , 02} }, 061 ) , o67 
8ett.lMMDW Vt thou.t. CW. 15,090 967 92• 8>5 17,817 
S.tt.l.telctA Vtth Cl&ia 5,568 76c 7)5 580 7, 6') 
CJ.aU. A-v&.1t1D& S.t.U...:ot "!J 1,10} 9}5 72} ear ear 

2ontre.ot r:rtoe ot lt.na Caaoell.ed ( ,. •• ....,. ot DoUaro) 
!9ratn.tlane Jtfoo~4 l0,89},S,l 1~,617 519,290 622,276 12 , 211, 0}11 
OlalM PU.d .,,7 .» 2 , 6711 2}~,027 1,1}9,84' 6,220,S,O 
'l'enalnt.tlon• Avaitln& Olatma '!/ },)28,658 },l8c,595 ~.258,2~ 2,6}1,588 2,6)1,588 
Sott.le.,ntl \ILtbOYt ClalJII 2,ear ,909 2)} ,986 207,59} 109,1c8 },}58,596 
Sottl.o~~enta \lltb 01A1a 2,781,82• 952,922 ,.5,887 }55,0~!1 • •• , ,684 

CJ.t.illl AvaLtinS Settlement '!/ 1,71, ,168o l,W,~}2 1,000,}72 1,7S,,166 1,7S,,166 

A!9Unt ot ~~· ow .. rt d 4o6,5'9 }O,a,6 .5,9'7 111,1196 )2• ,a.e 
Cla.lM Btt.tled 2)2,826 72,686 fl6,r.ea 2., 1B8 )96,188 
Claiu Avau.s.na S.t.tl..,nt. ~ 1,, 72, • 111,89} lll,}52 128,66o 128, 66o 

AaNnt. of Snt.l.-nt. 
Grou a.ul«Mnt. 20},~ 66,006 }9,866 2l,l8c }.)0,109 
PlepoM.l Credl t.l 2),0129 10,~ 5,998 2 , 652 'Z,625 
Jret. S.tt.t..m\. l8c,Of16 ,,o& }},868 18,528 287.~ 
co.t. or ,...,rt.7 Acq,ui.red tn 
S.\t,~Dt. \:5,012 u.~> 111 ,~)9 7,~17 80,6c1 

CC8T-PWB·A-J'7'!1: car'lBAC'IS 

Jluaber (Joabor) 
,-.ralnatloal Stt.ate4 58' 17 }0 2} ~5· 
T1Ta!nat.lone Settled 166 58 22 27 25} 
Tora1nat.1me Av$.ltlns Sot.t.lnont. W 218 197 205 201 201 

(1tt\ouaanda ot Dolla.re) 
},1)2,8}} 217,895 ·~5,2e5 922,00} .,7}8,016 

'Terll.lne.t.lcn• ~58.c87 ~. 7)1 10 ,1.81o 250.599 78' ,6c1 
Terai.IIAt.Lon.e A.Vattlns Settlement 'EJ2,~17Ji.6 2,8'6,910 , ,282,0ll },95},1j~ },95}, L15 

!/. Aa ....,ortH b7 t.bl Var tJepe.t"tlMnt. t;.o the Ottlol ot Ccat.reot. S.t.t.lftldllt.. if ~~ en.t.eNcl 1n theM 1.11:w1 ..,.. -st.a.t.u u at U.• ea4 or lfoou.•. 

') 
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?, 0 

7.UU' AlniDrl c 

( •AnJ&P~ 
VAA C:a<'l'iW)'I' 'I'IRII!l<ATIOIIB AXD ~-- C<ll'lliADIS CliW't•< 10>4JJ>& 8op...-~ }C, 1~· !I 

OIHIIAfift IIIJI~ar: COICll.\1'Ift '!1!I!OOC8 'l'lmOUOII IBN ol1lR >O, 19'-4 JULY - 8ID"!!IG!!II lla"''. }0, 19U 
.w. CCI!WC!'S 

lfp!Mr 
<•-~> Teral.n&\olCG lttec\oo4 1,962 .,. 460 TI) ),&19 Tet"'l.l.natlcme s.u.le4 W 787 22, )00 ~ 1,695 Terat.a&t.lou A)lta!U .na S.ttl.nl&nt t/ 1,1-n 1,)8' 1,, •• 1,9)0 f1 1,~ !I 

~t l"Tloe of l to. Cancel.e4 ~Tboua.snde ot Dclll&rl) ,_naln&\ol~ l tteotod ,,ol2,710 a,s, ~,678 }71,,a6 t.,02o,r..,a 'l"e...U..U..,. S.ttlod "g) 207,918 25,8o9 ,1,. 1.86,996 •78,877 'l"e...-u .... Avat<loa a.ttu-n.V 2,80',792 ),1)7 .~7 ,,,~,991 ,,,.1,:!81 f1 ,,,.1,,al f1 
PIDD-!!I!ICS COJmWml 

~ (WIIIIbor) 'l\lra1Mt1cma lttect.d 1,891 k2} .,. 7,& ,,~6 Cl.&lM FUo4 }80 ,a 6l ,. f1 ~' fl 're.raln&tlanl Avat tine; Clala ~ 81, 989 1,128 1,510 If 1,510 f1 Setlrl .... nte VLt.bou't Claill 696 199 2,. }k2 1,491 S.t.tl.nenta Vlt.b Cl.a.t• 91 26 ~ •1 2()lo Cl.&lM A• a '-'JJ>& S.tt~t sf 289 }l) )28 ~fl ~1fl 
Cont t!£t Price or Ite=a Canceled (TbouaM.dl or D:>u.r.) ,.rmln&ttone crrecte4 2,135,886 2~,606 2}7 ,81k 2&1,005 21888,~U calM ru.d .k2~' 1-, 120,896 18,012) ,.,9C8 f1 m,91l f1 

(_ Tera.t.oatl«W ..._ ...... u.s..ns ca.ta g) 1,52~,810 1,6,, 890 1,827 ,o89 2 ,001,221 y 2,001,221 f1 
8utt tt.onte Wi thout Cl&tm 186,9>1 20,6)0 28,,92 ~.9~ 289,118 s.ttt..onte vttb c~ 20,m 5,179 29,~ 1)4,0)1 189,759 Cl.&lM Aftl<loa S.tt~t ~ ~},1 518,87, ,or,,~ lo(l6 ,21) f1 lo<l6,m f1 

Aaount or Cl&la 
ClAiM 1'1le4 }),069 • ,955 2,779 1,845 f1 42,668 f1 Cl.&lM 8ottlo4 },972 560 1,96) 6,"6o 12,~ 
Cl.&lM AvatUnc S.ttt..nt ~ 29,111 ,,,1.2 ,.,,1 29,716 f1 29,716 f1 

Am11Dl. Q' ~~~-~~llllaDlo 
Croee SottU.nt. ),09' )7} 1,619 ,,921 U ,207 Dlepol&l' Cr.41 ~ 8' 91 21 22} k25 h \ &.1.tleae:a.t. } ,010 •76 1,,98 ,,696 10,782 Coet. of P'ropert.7 Acqu.lre4 ln 1,05, 2~6 1,125 ~,12, 6,,.9 Set.tlftont 

COB'l'•PLIJS-A•l'U CCJI'I'RACN 
<-·> -· ~tion.e ltfecte4 71 u 6 1' 10} '-rain&tiona Settled ~ NA NA MA WA WA 

'feral.na-ttona """"1ft& S.l.t.te.ah.t. ~ 71 12 88 lc» 11» 
b t.l!!;t.e4 Coet. 5!:f lt.e• ~ancele4 

(1'hou.eanda of Doll&re) 'l'eralnat10M lttecte4 er6,12~ 105,878 )9,864 109,:!81 1,1}2,1~7 Teralnat.lCM Sett.l.&cl 'W 
'l'era1M.t1cu Avalttna S.tt.W.Ot. ~ 87U,82~ 982,7012 1,022,)66 1.,02,1~7 1,1.)2,1~7 

!/. -'• report.e4 b7 t.he HllY'J Dltpt.rt.a.ent \o t.h.o ONtoe or Cont.rao t &ntleiiOnL . [I In the abeer\C• o r entle.llee\t. 1nt0'1'111&tlon, lt bu b-Ien ue\IIDed that. all con.•pll.d·a-tee oont.reot ( ) teralii&Uoca ropon..4 b7 tM J(a.y Deo~t ..,.. fll4i t.lA& .. u.~t.. Tta.le •1 Wlderet&\.e ec.a· 

~ 
vbu t.be \0\A.l "\t.lA4 t.eralnat.lcma Mel OYe~tat.e t.bOM avatt.lng M t.t.t..ent.. I&t.& ent.erM 1D t.b .. e llnoa a.re "St..!'tua ae or t.he 0'1\4 or Mont h" . PrellAt.nar 7 • 
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MAal'I'DII CCMCTSIIJ(II 

VAR- -018 Alii>~-- CCII'fiUC19 
~· ln41D& Sop ....... }0, ~~ !/ 

!!lE!t 
'r.ra.l.Q&\lcrw ltf•ct..d 
ft1'al.Dat.1cma Bet:t.le4 
'hnol.oatl..,. I.Y&1 .,. ..... ~. '!/ 

CMt.!'!Ot. lrloe of I..._ Ceocele4 
Teral.oaUOD8 zrroot.4 
TenaS.nat.tane Settled 

'r.raln&t.iODa AvaltlD.S 8ottt.«n.nt lJJ 

!!l!E!!: 
'r.raitlatlcna Uteotucl 
Cl.&1ao r11o4 
To...U..tl..,. Aftlt'-"8 Cl&Uo '!J 
S.uJ .... nt.a Vt t.bout. ClAla 
S.t.t.UMn\e VU.b ClA-t.a 

c~ Aft! tiD& a..u ...... '!/ 
Cont.l"'!9t trto.e or IWtlll canc.el•O 
Tetlllna\.iona lftocte4 
01&1• J'tled 
Te1""&1n6ttona A.ve.lt.lns ClAilll ~ 
Sattloaont.a ~ithout Ol&tm 
8ettlOIDm\C.8 Vltb ClAla 
01.01111 Ava.HJ.ns Settlement ~ 

A!o!Jnt. ot i!:im. 
Cl.&J.M rt 
ClaJM S.t.tlecl . 

Cl&1a AW.lt1J!;I BettU...\ '!J 
Ae?uQ" or s.t t~t 

U0, 521l 
16, 921 
99,197 
14,'-06 
},28} 

1},6}8 

CI"'Oa S.ul.e1D!mt 501 
Dlopooo.l C,..41to '' "•t Sat.tl.t.ent ~66 
Coat of Proport.7 Ae.qutred 1n 8ott.l.e'•nt- !/ NA 

J!lllllu 
'reriLI.n&t.lana ltteow4 
Tara1Mt.1ona Settled 
'hl"alMt.tcma Ava.ltirlg SeUt.e.tat. '!} 

I!U• t:!f Coet. ~I~ Cenc!lt4 
l'era!Dat.lou U't'oc144 
'f'el"'l1oat.lcma Settled 

TonWIAtl- ,..... .. ""' ..... u-. '!/ 

7 

7 

270,679 

270,6799 

JULY 

Q} 
9 

2, 91} 
2C 
ll 

207 

( 'IIIOUMI>41 ot l>oll.eno) 
7 ,1(/1 },2}9 }}2 

71,97~ 

:lO, 7~ 
-},2~ 'l1 
2, 618 
82,~ 

72 • 68 
MA 

7 

1, }79 }l' 
,~.96} }7,000 
1,$!0 "87 
},726 1,996 

80,Q7 78,9Q 

7 

291 
~6 

2~, 
IIA 

7 c-· of l>ol.l.on) 

270,679 270, 679 270,679 

1~1,2$! 
90.~ 
}7 •• 00 
1},27} 
u,~ 

78.~ 

7 

7 

270,679 

!I AJt nportH b7 the Met.rlt.l• C~ealon to the orrtce of Cont.raot. Sett-l.e.mt . iJ Dt.ta entered 1n these linea o.re "Sta tue ae or tbo end o r Mont.h". if 'nLoae nep.t lft t1~1 tor 1110ntbl7 a441t1cna t o data t o r "Sottl ... ntl Vitbout c1a.1a• in Julr IDA 
"Ct.lM rUed" Jn Septeaber are tbe ro•l.llt. or rol.Mt.at..-nt.• u "'-pendtna" 1n these .:at.b.1 ot teralD&.­
t.lona preYSooual.r report.H u H \tbd. 'I"tle actuAl JD011thl7 M4Jt.1on8 to t.h.,• MIC!Wlt a v. tbl.Wt aot 
OorrtCIU,.r retlect.ed. b7 tbeM fltp.U"el not.ed. 

V D&to no< a..Ul.ablo. 

6o 

) 
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Alnm o 

CXICJL\S'I1'I JOI - aro CXICJL\S'I1'I 

iWOUQi --llllr:r--"""'llll.r~--.Hiiii .. - iWOUQi .nm:. 3(), 19" fltftf Li&t U I C 81ft. }01 19" 

~ 
Torm1nat1ono ltfooted 
Termlne.Uon_e 8ettl.f)4 

86 
66 

Torm1nat1ono Ava i ting SottlMioot ~ 20 

Oqayut Pr1oe of Iteu Cancelled 
Teratnat1ona Btteoted 6. ,18 
TonaiMtlOIUI Sottlad , , 81.0 
Tonunatl- Avaiting .. .,.. __ 

Sottlo111ont ~ 1,,oll 

R-r 
le'i'iiinau..,. ltfooted 

Cla"- Fl.lad 
TonaiMtlOIUI AY&lting Cl.&ia ~ 
S.tt1...,to Vlthout Claia 
S.ttlO!IOnto Vlth C1aia 
Cla- Avalting Sottl- nt ~ 

Contract lr1oe ot Items Oaaoelle4 
Tormine.Uono Ztfooted 6,}18 
OlalM riled ~.690 

TonaiiiAtioao Avaiting Claia }/ , }2 
8ottlo111onto Vithout C~ 1,196 
Sott~to Vith Cl.&ia } , 61., 
Cla"- waiting Sottl_,t ~ 1,076 

Apoi!Qt or Claia 
c1a1ao riled 
Clalao Sot tlod 
ClaiM waiting &ott~t ~ 

Awzlmt 9r At" , t 

Oro.• s.ut.aent 
Diopol&l Cro41to 
lC'tt Sottl-Dt 
Coot of Proport7 Aoquirod in 
8ott~t 

..lll.lliiiU. 
Tona1Mt1ona Utooted 
t.l"'liD&ttco• Settled 

2110 
1 

2}9 

ToralnatlCDa Waiting 8ott~.; 

1ftla!te4 Cott of n = CMM11 , 

TorainatlCDa lltl'.ow4 
To-tlcma 8ottlo4 

ToniiD&tlCDa Aftlt inS -~· )} 

1,)06 

f) 

' ' 72 
1 

17 

' " 
17 

" 2 

' " 7 
12 

(Thouo...s.o or Dollaro ) 
~.61' 2,66o 2,87, 

'}6 :m 
1}6 1}6 261 

'·~ 2 ,66o 2,,9, 
261! 179 

1 , 170 1 , 170 1,2.118 
• 

' 7 16 
u 10 

221 226 2" 
2} 2} 

1} 
2} 10 

21 

(-) 

! 2. I I 

!/. Ao roporto4 'b7 tile Tr- oz J llopW_,t to tile otnoe ~- -•-•· 
~ Ia,.. ODtero4 in - l.lAoe .,. .,,.., .. M ~ tile .,. at -t~o•. 

7o 

2.58 
22} 

~ 

16,'67 
1~.~ 

1,!'09 

2}8 
}6 

' 199 
2' 
12 

16, 467 ,,,o, 
261 

10, 90} 

'·O» 
1, 2118 

~ 
}27 

2}, 

286 
1~ 

272 

21 

• 
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_. PUft CODC&U'UII • 11C ~~,._..wnw ) vu oarrtt.aer ,_.,.anc. .iiiD ~ .. au. au = Qll&rWr -"'& ... ._.. .10, ~ y 
CQIII.\nft 

--(lh 

........ ,. 
~ 1WCJOQII -JtJJJ )1, 19" JVU ~ - .,_ .10, 1.!M 

m: OOiiRACTB 

N..,...r (-r) 
Te~~lone lftoc~o4 7),7,. 2,176 a, 7'21 78,01 
Tenatnatton• Bottled 72, :l98 2,188 2, 869 n,~ 
To~tlOI'\1 Avaltlng Settl.e!Dent ld 1,1,6 1,1 .. 996 996 
2~1 £!:2'- l.£1oo ot l to:a C&noele~ (Tbouw· or Dol.lanl 

Toralnat.lona Sftootod '8),)57 
·'" ;,<!,719 re· 6)' TeralnAt 10GI Bot.t.lAd. '"·726 

,,,21} }2,99<) }2,!1'!9 
renaln&tlana IJMJ.tt.ns Sett!e~~Dnt. W 118,6)1 119,97' 119,7~ 119.7~ 

d¥f@l cat1iACiS 

ll1a>ber <- 1 
~t.lClDit ltt.at.e4 n,&19 2,176 2,720 78,m 
CIA- PU.-4 >,981 76 " •,uo 
1\o.-.J.D&U- ""ai<I.J>a CIAUo '!!} 211 256 178 178 
S.U.le!MDU Vlt.hout Cl&la 69.50'1 2,0'D 2 ,72) r•.m 
S.tt.U.Dt.e Vltl:l Cl.&lA ),em 107 U7 },.101 
cwao .,.at<tna s.tu.-. '!!} 92' 89> 809 809 

~!i!l1:E!S!: b:hl! 2! lteu Caneale4 ('l'bOIIlMDh ot lJoUu'te) 
Toi'11110&-t.lODI tttoote4 .78, 766 }6,,77 }2,~ ,.7.95' 
Cla12Dt F1lo4 160,697 1),,12 9,20) l&),u• 
1'orm1n&t 10NO Av&Hin& CIA1a '!!} 8,985 11,:n.7 n ,22, 1.11,22) 
SettlOJD&Ote WU.bou.t Ol.A1JD >09.~ 18, )1) 20,720 )lo8,) 17 
8et.t.lement:1 WU.b Cl&ia }2,197 16,195 11,906 80,298 
Cl&Iu Avaltlna SettlemMlt '!} 108,)00 107,817 10},116 105,116 

Amount. or Cl&ta 
cl&tu ,u;a 1,,26) 2 , 127 1,aa, 19.275 
Clatao S.ttlH • 7,~ 986 1,~ 9,8.10 

ClAiM A• a1tln& S.t.U.O< '!!} 8,22) 9.~ 9 ... , 9,U, 

I..:IOtlmt. or s.ut..mt. 
cro~o s;u.mt. 

··~ 8t7 1,}:l'! 6,8U 
DIA~ Crt4.1 ta V m 67 77 7U 
Jht. 8tU.lMDDn.t. ,,987 6:10 1,•n 6,082 
co .. ., p.._rt7 Aoquiro4 in Set<l<mm< !/ l8l l8l 

~SJII-Pim .. &·lll cartRAC1S 

!!.!!!!!!! (-rl 
Teralna~l~~ ltteote4 " 1 '6 T'eratnAtt.anl Sett.lt4 ,~ 6 7 ~7 

Tenalnat.lonl Avaltlng Settte.ent. ~ 21 1' 9 9 

&nl•t•4 Ooet ot I~ Cenoele4 
(--.to or~) 

Teratnatlone ltteote4 ·.~1 88 ~.~ TeraiMUcaa Bettl.H '''"' 505 ~ ~., 

TOta1li&U- ... a1<J.na s. .. - t' '!!} 1,1.~ "1 }6) }6) 

!J. M nporc.H •t \be Btoacatnact:iOD •~ CorpGr't.lOD t.o tJw otrioe ot COD.u.crt BR.u-.t~ if Dat • ect.em 1D tbeM lJnlte we "Sta.t.ue .. ot u. _.. o1 McmlJl•. 
2f c-IAUft ,_ ~ 1 01>1.7. a.- .. ,._ ta <~~erorcr. --- U - - )7 -u. ) ~u .. Dio~ Cre41ta to ... eo•u-• "-· 
y ~u .. - llloi.Jo4u dat.a tar Dot.,... Plct ~tl.al, --~ ~ -~ calT· 

8o 
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\lAB PRODOOTION BOARD TABUIATIOHS 

Only torminatione for which the undelivered veluee vera 
$1001000 or more ere included. \/bile the nlllllber of ter1111netione ex­
cluded 18 large, tho totel of the undelivered veluea ie not. 

Date in teblee 7 through 17 ebov the following: 

l. The largeat nlllllber and nlue or ter1111neted coaai~te ban 
been in tbe bea•1~ industrialized l!laet North Central, Middle Atlantic, 
Bev Qls.le.nd, and Pecitic regions of the United Stetea. 'lbia 1a not~ 
true for total terminations, but ie elao true for airCraft, ships, and 
ordnance separately. 

2. The distribution of undelivered value of terminated contracts 
among the geographic regions is approximately the same a8 the distribution 
or outstanding contract co11mi tmente. There bee, however, been a greater 
concentration of terminations than of awards and outstanding coaaitmente 
in the Middle Atlantic and East North Central regions. And there baa bean 
a leaeer proportion ot terminations than of awards and outstanding com­
-.itmente in the Pacific region. 

}. Size of claim is an important factor ~acting the speed of 
settlement. Experience of the ller end Na'91 Departments bee been that, on 
the average, the larger the claim the l onger the time between termination 
and filing. I t alao bee been that the larger the claim, the longer the 
t .ime beween filing and final s8ttl81118nt. 

4. Experience or the liar and Ne.V1 Departments indica tee that 
eubcontracte ha•e slowed epeed of settlement 111111nl7 for the larger claime 
in"fol•inG substantial numbers of subcontracts. 

5. On tht> average, the larger the cl.IUm of t he prime contractor 
bee been, the greeter number of first tier subcontractor claim. J'or War 
end Ne'91 Department terminations, the nlllllber of such subcontractor claims 
bas varied from lees t han one on the average for prime claims of lees than 
$10, 000 to over ~4 on the average for prime claims of $1,000, 000 or more. 
The average number of first tier claimB bee been}. 

6. Approximately 19 percent of the net settlements paid to prime 
contractors bee in turn been paid as net eettlea~ente to first tier subcon­
tractors. 

7. Net settlements paid to prime contractors ban B"feraged about 
84 percent of their net claime; the cOIIpBrable figure for firet tier aubcon­
trecte is slightly lover -- ~. 

8. 150 companies have absorbed about~ of the $14,}}91 0001 000 
of terminations covered by the War Production Board sample. Tbeae Of'AIIP"'ntee 
are those which have filed large claimB and have e large nlllllber of eubcon­
tractore. 
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TABU: 7 

lllJ)I8I!R AIID I'IRC'III'I'JQI l!tS'l1liiiO'I'CIIB Jill PRDII liAR C<II'DUCT ,_;ou.TI<IIS 
B7 Ge_.,t>bio Ropoo ano MaJor Ol>Jeot 

Jonuar7 - Jolt 19~ !/ 

IIAJCI! OBJJ:CT 

APPIII1IIX c 

~O~IC. TOTAL Aircraft 8h1pe Ordnance Other 

lllJIIBI!H or 'I'IRICIIIA1'IC.B 

TOTAL 5, ll<l2 1,o6o 212 2,002 2 ,128 

..... lnslAil4 547 ll7 2> • 217 1~ 
Middle Atl.an~1o 1,879 381 , .. 600 ~· laet Kor<b central 1,919 }60 6} 821 675 
lloot Borth Centr&l 2}6 }2 13 eo ill 
South Atl.ant1o 225 47 13 b6 99 
J:aat South Central 132 ll .. 65 52 
Weat·South Central ll6 ll 11 '' 41 
Mountain 18 2 9 7 
Pao1t1c 260 79 25 65 91 
Outetde U.S. & Uhaaslgnable 70 20 26 24 • 

l'!:RCZRT.IGB DIBD!IBTriOK BY aBOOIIAPliiC RJiliOII 

TOTAL 100 100 100 100 100 

••• lnslAil4 10 ll 14 ll 9 
)l14dl.e Atlantic " }6 25 }0 40 
Zast Worth Central }6 }4 }0 41 }2 
Veet ftortb Central 4 ·' 6 .. 5 
South Atlantic 4 4 6 ' 5 
E&et South Centrel ' 1 2 ' 2 
West South Centra1 2 1 ' ' 2 
Mount.&1n ~ ~ 1 ~ Po.o1t1c ' 12 ' OU.tetd.o u .8 . & uoe.aetgnable 1 2 1 1 

P!llCElfrAQE DIBTJU:BUTIClli BY MAJCI! OBJlCT 

TOTAL 100 20 4 }7 39 

!lev England 100 21 5 40 , .. 
IUddlo Atlantic 100 20 ' }2 .. , 
J:ut North Central 100 19 ' .. , 

" West North Central 100 lb ' , .. 47 
South AtlDnttc 100 21 6 29 .... 
lo.et. South Central 100 8 ' 49 40 
West South Central 100 9 9 46 }6 
Moute.in 100 ll 50 39 
Pee trio 100 }0 10 25 " 0\lt.etde U .8. & UnaaalSDAble 100 29 }7 }4 

!I Inol\ldod e.re eJ.1. Va.r and li&T7 Department tUad-pr1co an4 o.oet"'Plua-e.-teo priM: var ocotraot 
tenrdnat1Cila tor vhioh tho ocotraot prtoo ot 1tOM Gepoole4 11 tJ.OO,OOO or .n-e 1 end pen4.1.Ds 
aettl.e•nt on Jaouar,. 1 or te~te4 trca JOD\W"1 throu,stl J\&1.7 1~. The ezolu4e4 tena:J..na.-
tlcna f'or Vhloh tbe oootre.ot price ot 1te. oanGOle4 11 l.eee than tl-00,000 mDiher 12 18}4, 

~ 
tor vhloh the oan.oel.e4 port1cm total.a $224 100~1000. 

Le11 thAn 0.5 percent. 

SollrOo: IIAB 1'110lllCTIOII BOARD 

llc 
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API'IIIIDIX C 

camucr I'RICII or lTIHI CAliCnZD AliD PIIIC1In'AGI DIBUUlltii'I(IIS 
1!11 I'RDCI VAll cari'IIACI' 'I'IRMDIATI(IIS 

GIIIXIRAl'DIC I\Jill(J'I 

TOTAL 

.... IID8loM 
M144lo Atlantic 
l!&et Jorth COntral 
Voet. lforth Cont..re..l. 
Sou.t.b At.la.nt.lc 
E&aL South Central. 
Voat South Central 
HOWlt&.J.n 
P&.oltlo 
O\lto14o U • 8 . & UDNIOigDOoblo 

TOTAL 

lev 1n8J.oD4 
M144a Atlantic 
But. North Centre.l 
Veat. North Contre.l 
Sooth At1ontlo 
laotl Soutb Central 
Voat South Central 
Mouotaln 
Poo1t1o 
O\lto14o U. 8. • UD88o~blo 

TOTAL 

lev IID8loM 
M144lo Atlantic 
IIAot Rortb Central 
Voa t. Rortb Otmtra.l 
South Atlant1o 
IIAot South Central 
Von 80\ltb Central 
llolmtom 
Poo1t1o 
O..to14o u. s. • UD88a11!Jl0oblo 

B7 0.08J'6ph1o Regtm ad M!IJor ObJoot 
Januar7-Jul7 1~• !/ • 

MAJOR OBJmT 
't'OJ'AL Alro!"al't Shipe Ordnanoo Other 

O<lll'l'RACl' PRICII or l'I'IMI OAJIQ1!UID (MIU.IONS OF DOU.IIlS) 

U,}}9 !),27} 1,}16 !),9()11 1,81o6 

1,019 }}2 lll8 1>00 99 .,,62 1,}29 !)!)7 1,,., 1}} 
!), )}1 1,2l!8 }118 },12} • !)To! 

1}1 }60 1~ 26o T1 
~ !So 15 uo 1, .. , }~ 8 59 17 
210 7} ., 26 

67 1 65 1 
1,208 ~ U} 1 •• 57 

}28 ~ 1}5 129 

PBRCDrNll DIBUWIJ'l'l<Jf BY GIIOOIW'liiO IUIOI<Jf 

100 100 100 100 100 

7 6 1. 7 5 
}0 29 .2 26 ~ 

}7 25 26 '' }1 

' 7 1 ' • 
5 7 1 2 7 

' 7 1 1 1 
2 1 6 1 2 
1 ~ 1 ~ 
8 17 9 2 ' 2 1 2 7 

PIIICD'i'AGI lliB'Iliilltl'l<Jf BY ICA.J(It OBJm'i' 

100 }7 9 H 1} 

100 " 18 }9 10 
100 35 1} , 17 
100 2. 6 59 u 
100 •9 2 }8 ll 
100 60 2 17 21 
100 81 2 l.} • 
100 }1 " 22 12 
100 2 97 1 
100 7• 9 12 5 
1.00 20 .1 }9 

!I D!olu4o4 .,.. _all var ad ,,...,. Dopo.rtwnt tl.D4·pr1oa ad ooot.·p1Do·a-too prta. Var ocotreot 
te....s.n&ttcm.a tor Which tbl OCDtre.ct price or tw• c&4elo4 le $100,000 or :D::)N' M4 pen4· 

~ 

loa aottloiOODt m Jan-1 1 or tei'101J>ated trca JAouarJ thrOIIgl1 Jul7 1~• . Tho oxo1wle4 
tera1n&t1aoa tor vhloh tho oantre.ot pric,e or ltema o&n.o.olo4 1e lese than iJ,OO,OOO·nu.~ 

bor 12,8}~, tor vbloh tbe oa.ooe1e4 port1oo to...a f22•,ooc,ooc. 
Looo tboD o.-' poroent • • 

SoW"Oo: VAll PROilO'OTIOI'I BOARD 
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(_ 

( ) 

'WU 9 
, -4 ...... ...r'­AfriJi1111 c 

l'IIIOIIITAGK IIIB'DIIB71'Iat IJI NDlll'1' IJI 1WI SUPI'LT COJmiAC'lB 
B7 Qeosraphic Rog1on aD4 St&t118 

100 

lfev England 9 

Middle Atlantic 24 

• Ba8t !forth Central 33 

Veat !forth Centrel. 6 

South Atlantic 6 

Baat South Central 2 

Weat south 5 

Mountain 1 

PaoU'ic 14 

Tllrou8b Jul,J 19114 

100 

9 

22 

32 

6 

6 

2 

6 

~ 

18 

cotmWJT PRia 
IJI ITDI3 

C.AJIUKID BY 
TIIIKDIA1'I<R3 

~ 

100 

7 

31 

38 

5 

5 

3 

2 

1 

8 

~ AdJuated to retlect all oontre.ot terml.ll&tiona and reduotiona. 
f) The percentaee distribution shown here differs tram that ahovn 1n 

Table 81 vhich 1a baaed em 4ata ~lwling terml.ll&tiona outaida the 
U. B. aD4 tarml.ll&ticma unaaaisnabla bJ gaographio reg! em. 2/ Leas than 0.5 percent. 

Souroe: WAR PROIOC'l'IClf BOARD 

,. 
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TABLE 10 APPI'.IIDU C 

IIIJIC!!ll, AICXIII'l' OP CLAIM, AJil) P!MCDTNJ& DISrliiiiOrl<:wl 
I'Cil 1'ltDCI: FIDD-PRJCE VAR OOI'l'I!ACT 'I'!RICBA7I(JI CLADII SI!T!'l.EJ) 

17 8ho or Cla.1a and Lapee ot ,.1M tro. xttHU n Date ot Te:nli.Dat.lOD 
JO<»>&r1 - J~ 1944 !I 

LAPSI ~ TDII PH<* UILiltX DA'lS 
TO lmi"'LLICCIIT llU'I 

TOTAL TOTAL 
BIZI 01 OLADII CLADII CLADI8 Oto6 6 to 12 12 -u. (Doll&ro) ntiD Ul'lUI) . Moo tho ~Moo the or MoJo.t 

- 01 CLADI8 Brr'l'Llm 

TOI'AL 2,}7} 1,66, 67~ 6LO 18J. 

1 - 9,999 ~99 },0 2~~ 90 2~ 
10,000 - ~9.999 78} )68 ,~2 181 ~, 

)0,000 - ~·999 410 288 H5 109 }~ 
100,000 - 99,999 )69 ,as 1}~ 191 6} 
500 ,ooo - 999,999 76 '6 7 }0 9 1, 000,000 or NoH }6 17 2 9 6 

PIIIICIR'I'AOZ IIIMRil!OTial BY LAl'SB ar 1'DII 

TOTAL 100 52 }7 u 
1 - 9,999 100 68 ~ 7 10,000 - ~9.999 100 6o }2 8 
)0,000 - 99,999 100 )0 }8 12 
100,000 - ~99.999 100 " ~9 16 
500.000 - 999.999 100 15 65 20 
1,000, 000 or More 100 12 ,, 

" AI!OCftT 01 OLADII fmTLKD ( 'l'l!rosAIUI! 01 llOU.AIUl) 

TOTAL }42,9811 221,}7} ,4,}49 9},}95 7},629 

1 - 9,999 2,4~ 1,,1 1,0,1 420 80 
10,000 - ~9,999 21,842 1,, 71, 9,02} ),424 1,268 
)0,000 - 99.999 29,298 20, 289 10,0}, 7,672 2,)811 
100,000 - ~99.999 12~,724 84,215 26,889 ~1,557 1,,769 
500,000 - 999,999 )1,912 }2,076 ~.,7} 20,67} 6,6)0 
1,000,000 or More =.~ 67,527 2,778 17,U9 ~7.}00 . 

~ lllB'DIIIIUl'lal BY LAl'SB 01 1'DII 

TOTAL - 100 25 42 '' 
1 - 9,999 100 68 27 ' 10,000 - 49,999 100 '7 '' 8 
,a,ooo - 99,999 100 49 }8 l.} 
100,000 - 499,999 100 }2 49 19 
500 ,ooo - 999.999 100 H 65 21 
1,000,000 or More 100 ' 26 70 

.; Ino1u4o4 o.re all Var ODd llaT;Y Deparl .. nt t1xe4-prloe tel'llinatl<n ol.a• tor vhloh t ho oaat""t 
prloe ot Lte• oonoele4 .1o $1001000 or more vbioh voro oett1o4 troa Januar7 tbrougll J\U.71944. 
The excluded ter'll1ne.t1m ol..a.u. eottled t or vbiob the oontre.ot prtoo of ite~~a oaooele4 11 
1<111 thOD $100,000 number 2597, tor vbioh tho -unt of ol.ala total.o $18,6oo, ooo. 

Source : VAR PI!ODOC'1't(JI IICWID 
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!ltiMBKR, AIDlll"l' Of ClAIM, AJrD PM:IRWll Dt&l'kiiilfiCIIB 
PCJI PI!DGt I"'UD-PIUCI VAl! CCJI't'IIAOl' 'l'lllllllliATICII ctAD6 PIIIDDIO 

BJ She or Cl.&a &rl4 La- Ot '!'1M Pro<a lttecthe lla<e Ot -tlcm 
J__.J • J\14 19U !} 

AIIWDU C 

LA.PSI ~ 'l'IMI rRCM D l a:ttlYK DAft '10 JULY ,1, 19U 
TOTAL TOTAl. 

BIZI or OLUll CLAlM!I OLAlM!I 0 to 6 6 to 12 12 llaotllo 
(Dol.laro) ntZD plDIDIJI() 14oDtha llaot ho .......... 

mJIBIR or CLAlM!I PIIIDDIG 

TOTAl. 2,}7} 7o8 ~19 219 70 

1 • 9,999 ~99 141 109 26 6 
10,000 • 49,999 78} 21, 1~2 '1 22 
~.ooo - 99,999 k10 122 71 }8 1} 
100,000 - k99,999 569 l8l a. 7} 24 
500 ,ooo - 999' 999 76 }0 9 19 2 

~ 12 • 1,000,000 • Or ....... }6 19 } 
' 

PIACIIInAG!! IIISDIIII1I'lCII BY IAJ'8K ar TDCK 

TOTAL 100 59 }1 10 

100 71 19 • 1 • 9,999 100 66 2. 10 
10,000 • 49,999 100 58 }1 11 
~.ooo - 99, 999 100 47 40 1} 
100, 000 - 499,999 100 }0 6} 7 
500' 000 - 999' 999 100 21 6} 16 
1' 000' 000 Or More 

AMQJ!I'l9 or ctAD6. PllllllliO ( TI!OOSAmlB O'l IIOLlAl!B) 

TOTAL }42,~ 121,611 }9,705 52,2U 29,665 

1 - 9.999 2,k04 S,} 7}4 ~ 25 
10,000 • 49,999 21,842 6,127 4,056 1,1187 ,a. 
~.ooo • 99, 999 29,298 9,009 5,2S. 2,782 9'} 
100,000 - •99.999 12,, 72' ~.m 17,}81 17 ,7}6 ,,}92 
500 ,ooo • 999,999 51,912 19,8}6 6,00} 12, ,10 1,}2} 
1,000,000 Or More ll2,8olt .,,277 6,21t1 17,6}2 21.,}96 

PIIICJIITAGS DIS'IlWm'ICII BY !APSI or TDCK 

TOTAl. 100 }} ., 24 

1 • 9,999 100 86 11 } 
10,000 - ~9.999 100 66 24 10 ,o,ooo • 99,999 100 59 }1 10 
100,000 - ~99.999 100 4} .. 1} 
500' 000 • 999' 999 100 }0 6} 7 
1, 000,000 Or More 100 H }9 47 
!} Ina1u4At4 aro all Var an4 Jla'7 Dop&rtlDOnt tuod·prtoa tarm11lat1cm ol.&ao tar vb1ob tbe ocm· 

tr60t price o~ i tems cancele4 1e $lOO,OOO or acre vh1ch vere pending aettte.ent oo Jul7 ,1, 
1~4. Tbe exo1114e4 pen41n8 tonoin&Um olatmo tor Vh1ch tho cmtract pr1oo ot it- ...,. 
oolad 1& laoa than $100,000 Dllllbn 524, t or Vhich the """""'' or olaila tot&lo $18,100,000. 

Source: VAll PiiOWC UCII IIOAJil) 
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BID or 
CLUII8 

( Dol.l.a.re) 

'I'OI'AL 

l • 9.999 
10,000 - 49,999 

TABLI 12 

JnMIIIIl, AIOlll'r or CLUII, A1ll) PIRC~ lliS'IRIBl'l'l<IIS 
PCit PIIDCK riiiD-PRICll VAll COII'I'IIAC1' TIIO(J]IA1'1(119 PIUD 

B7 Blto or ClAiA aru1 L6pM or 'l'lM rr- 11'fectl.., Do.t.e or 
TenW>atlon to PllJ.Da Do.t.e or ClAiA 

J-7 - Jlll7 l~~ !l 
TOTAL LAPSS or m. l'ldt UFi'lfl DAft ro mm "" CLUII8 0 to to 12 -t.ll.o PIUD 6-tho l2 llcmtho or IJioro 

1ftiiCIIIII 07 CLUII8 J'IIn 

2,}7} 2,o6e 273 36 
499 450 41 8 
78} 700 79 4 
410 48 8 50,000 - 99.999 

100,000 - -"99,999 569 
,, 
477 78 l lo 

500 ,ooo - 999.999 76 59 17 
1,000,000 or .ore 36 22 10 ' 

~ DIS'D1I11171'1CII BY LAPSK or fllm 

TOTAL 100 er ll 2 

1 - 9,999 100 90 8 2 
10,000 - 49,999 100 89 lO 1 
50,000 - 99,999 100 86 l2 2 
100, 000 - -"99,999 100 8lo 14 2 
500,000 - 999.999 100 78 22 
1,0001000 or m re 100 6l 28 ll 

AMOiliiT OP CIADIS riLml ( TBlJQSAliDl OP DO lUllS) 

TOTAL 342, 9811 2}7 ,567 50, 549 54,868 
1 • 9,999 2,404 2,2}0 147 27 · 
10 , 000 - 49,999 21,842 19,1ol8 2,315 109 
50, 000 - 99,999 29,298 25,191 },481o 623 
100,000 - -"99, 999 124,724 102,913 17.795 -", 016 
500. 000 - 999.999 51,9l2 40,568 ll,}U 
1,000,000 ar ~ ll2,80ll -"7,2-"7 15,~ 50,09, 

PIRCDTAal lll!h:iUil(ftlCII BY LAPSK or fllm 

'I'OTAL 100 69 15 16 

1 - 9,999 100 9} 6 1 
10 , 000 - • 9.999 100 89 ll 'tJ 
50,000 - 99.999 lOO 86 l2 2 
100,000 - 499,999 100 8} 14 ' 500 ,ooo - 999.999 100 78 22 
11 0001000 or .or. 100 42 14 4lo 

!} Inollldod o.ro all vor and l'I&T7 Dopartllont f 1xod·-pr1oo tonW>atlon ol.aiJio f or vhloh tho 
ocmtraot prl oe ot ! tome o&neole4 i e $100,000 or 110re vbtoh v ore })e!ldiD6 eettl.-nt em 
J-7 1 or filed fr<a J 6111lo.r7 ~ Jlll7 1944. 'l'bAI oxollldod tonW>atlon ol.&IM 
f i led f or Yhloh tho oontraot -pr ioo of ltolll oanoolod lo looo than $).00,000 - r :a~, 
f or vhloh tho 11110\mt or o1A1A tot&lo .,6,800,000. 

'tJ Lo .. t bAD 0.5 poroont . 

Sov.roo: VAll PIIOWVI'I CII IIQAD 
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c 

( 

( ) 

IIIIMIIIR, AIICIOIIT or CIAIII, A11D PlllCIII'l'ACII DIIITRIBlTICIIS 
FOR PRDCI PIUD·PRICI VAR CO!miAC'I' TIRICIJIATI(JI Cl.ADII Srr'IUD 

B7 Silo ot ClAia Nld Lapoo or 'l'Uio r.- llllns oo.te to SetUoll01\t late 
JIJlf»..r1 - Jlll7 1l)Ji~ !I 

J.APSK or 1'DII I'IICII riLIIIG DAD 
TOrAL '00 SJ:TTiDCIII7' I».'I'S 

812:.11 ar CIAIII Cl.ADII 0 to 6 6 to l2 l2 llolltllo 
(Dol..IAro) 8l'l"lU:D Mentha Non t ho or More 

1111M111R OJ CUIMS SmTLID 

TOTAL 1,~ 1,~02 228 35 

1 • 9,999 356 ''' 22 1 
10,000 • 49,999 ::;68 ' 96 6} 1 ,0,000 • 99,999 288 2k} 58 1 100,000 • ,99,999 }88 281 91 16 :;oo, ooo - 999,999 ~ }5 8 3 
110001000 or More 17 10 6 1 

PlllCIII'l'~ DIII'D!Illll'I<:fi BY LIPSI or TDCI 

TOTAL 100 8ll 1k 2 

1 • 9,999 100 9ll 6 w 10 ,000 • '9,999 100 88 u 1 ,o,ooo • 99,999 100 8ll ~~ 3 100,000 - 499,999 100 72 4 
500, 000 • 999' 999 100 76 17 7 1, 000,000 or More 100 59 3' 6 

AJmTI'I' Ol Cl.ADII SIT'I'LED ( 'l'lloueau4o ot Dol..IAro) 

TOTAL 221,373 171,596 ~.~01 9,31~ 

l - 9,999 1,551 1,~}5 lU 5 10,000 • k9,999 1,,71' 1},~ 1,931 2}0 ,o,ooo • 99,999 20,289 17 ,o69 2,677 5~3 
100,000 - 499,999 8ll ,215 ,9,679 19, 911 4,62, 
500' 000 - 999 '999 32,076 24 ,030 5, 519 2,527 
110001000 or MOre 67.527 55,837 10,246 1,444 

PlllCIII'l'AGII DI8TRIBlTI(JI BY I.APSK or 'I'DII 

TOTAL 100 78 18 ~ 

1 - 9,999 100 93 7 w 10,000 - 49,999 100 86 l2 2 
50,000 - 99,999 100 8ll 1} 3 
100,000 - 499,999 100 71 24 5 
500,000 - 999, 999 100 75 17 8 
1, 000,000 or More 100 83 15 2 

!/IDGlwlo4 ..... &11 Var Nld Jla'7 DorpN·-nt tl.nd ·pr1oo tondnat1CI> otalao tor vl!.1oh the ...,. 
U.Ot pr1oo ot 1t.eM c..,.olo4 to tlOO,OOO or ...,.. Vb1oh vero eettlo4 "'- JonUJ>r7 tl>rou6b. 
Jlll7 1~. n.o uolwlo4 ootUo4 tono1.not 1CI> ctalao t or Vblob. t he OCI>tJ"'oot prloo ot 1t.eM 
......,.1o4 to looo tii.ID tloo,ooo mmber 2,597 , t or vl!.1ob. tllo aao~mt ot olola tot&lo tl8,6oo,ooo. 

W Laoo thea 0.5 poro.-nt . Souroo: VAR PROJJOCitl(JI BOAJID. 
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'fA&I 11. 

- fJI ftiNI nDD PRICS VAl CCII"DlAAT ~c.l Ct.t.IIe 8m'IQD 
Br Bhe ot Cl&1a, •~ of 'hbooDU..Oton' c~ 8ula1tt.-4, 1104 

1..19" ot n.. trca atf.atllw Date to S.t.t~t Date 
J-7 - Jvl.7 19"" !I 

1»81 (# '2'DCI ,... II'I'E'l'nl 1».2'1 

row. '!'0 unmgwr IW1'S 
BIZI W ClADf AID JIIJIIII8 or CLW6 0 to 6 6 to l2 1.2 - u.. 

ftJJJIXI!'l!N!l'SM I m,ezw 8QIMD1IR Stm.IJ) Mrilltht Meotla• gr .. 

All Ol.&la .. Tot.l ~ m 610 Jl!-!o 8\&llo(lQt.re.oton1 Cl.a.tM Sulaitte4 1}1 21;2 
1 • • • •Ill 170 91 2} 
2 - ' 2,53 1.21 99 1.8 
4 - ' 

• • • 1~ 7" 67 "' 6 - 10 • • "6 '7 ,0 29 
l1 • 20 eo 2} ~6 l} 
21 or,.... • • • ,a 8 1' 1' 

ClaiM ot tl to t9,999 .. Tot.a.l 

* 
2lolo 

* 
.a 

BotSt.lboCIIltraoton' Cl.a.iM Subalt.tetl 1;9 17 
1 . • • 62 .... 1' ' 2 - ' }6 26 7 ' " - ' • l} 1.2 1 
6 - 10 • ' 2 1 
ll - 20 • • ' 1 2 
2~ or Hor"e . 

ClaiM ot $1.0,000 to tf59,999 .. Tot&l. M ~ ~ ...ll... 
No Suboontreot ore 1 c.~ aubaltt.e4 20 
1 • • • 1" 71 ,a 6 
2 - ' 96 ,a " ' 4 - ' • • "' }l 1.8 ' 6 - 10 }l 16 10 ' u . 20 • • 1 4 2 1 
21 or More . ' ' 

Cl.eJ.M ot *'0,000 to f99,999 .. ?otol ~ .ill. 12!1.. ~ 
No Suboontraotore' Cl.&ilal 9u.baltt.e4 107 " .. l2 
1 . . . 62 }6 21 ' 2 - ' • • • " 19 20 ' 4 -' 27 1.2 l2 ' 6 - 10 • }2 1.8 9 ' ll - 20 • • 11, 6 ' ., 
21 or M)N • 2 1 1 

Cl.a.lu ot .fl.OO,OOO to ..,99,999 .. Total ~ .ll!i.. J&. --2.. 
lfo 9\lbcCQ.tre.otor•' c~ Bu.beltto4 11.2 ~, }0 17 
1 . . . }9 1.8 •• 7 
2 -' • • • " 1.8 " 4 
~ -' " 16 }1 .6 
6 - 10 • • ~ 21 26 17 
11·20 47 l2 29 6 
21 or More • • • 1.8 ~ 8 6 

CJ.e.:t. ot ~,000 to t999,999 - Tot.al ~ _L ~ _.2_ 
No s·uboontre.otor• • C1.&1M 9\lbaltt.d 2 2 
1 • • 6 1 ' 2 
2 - ' • • 6 ' 1 
4 - ' 6 2 ' 1 
6 - 10 • • 6 ' 1 
11 - 20 • 8 7 1 
21 or Moro • • 6 2 ' 1 

01.e.aa or .fl.,ooo,ooo or JiiON - ToteJ. ...u. 
lo 8~tnoton ' CJ.a.t.. 8u.blt.1tt•4 1 

--L .....2. 
1 

__§,_ 

1 • • • 
2 - } . • 1 1 
4 • ' • • • ' 1 2 
6 - 10 • • 
ll - 20 • • ' 1 2 
21 or Mo:ro • • • 9 1 ~ ~ 

!I InclQd .. all Vv N:ld ,.....,. Dt~t tbo4-prlo• toralD&tloa oW. for Ybioll iM ooo.tnot pr1oe ot 1W. otn .. 
oo1e4 1a tJ_oo,ooo or .oro Vbloh vent .. ttle4 ~ Jam.&.&r)' t.hro~ .Jlll7 19'11 . 1!16 .ub4e4 .. tt.l.H 'tAJSlD&t1CD 
ot.aJ.a. for vh1oh the ooctreot prtoe at 1t- OMCd.e4 vu t.n tbNl ~00,000 ~r 2,m, t or vht.Gb tbe .o'lmt 
ot ol.a.la tot..b tJ.8,l;OO,OOO. 

18c 
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c 
TABLI 15 

l'ltJMIIIR AIID PEIICEIIT 07 Bl'l"rLLm PBDII cam!ACTCII CIAD4B 
RICIJllUIIO sn MCJmtS a1 MJRB 7(11 ~ 

B7 Sb o ot Clalll 8ll4 Btabor or Suboont .-tor Cla111a 
J&llUAr)' - Jul)' 19'1l! !I 

SIZJ! 07 CLAIM ( Doll.&re ) 
l'ltJMIIIR or StlliCCIITIIACT<llS • ALL 1 - 10,000 - 50,000 - 100,000 - ,oo,ooo or 

CLAlle SUBMITTKD CLAIM! 91 999 49,000 99,000 ~99,999 More 

ALL CLAI!e Bll'l'TLED 

Total. Prime Claill>B 1,66:! 
Reqllirina 6 Months or OTBr 791 

Peroent-6 Mont hs or OTer ~ 118 

NO StlliCO!'ITRACTOR CLADS 

Total. Pr1loe Cla110B Settled 7}1 
Roqlliring 6 Manthe or OVBr 310 

Percent - 6 Monthe or OTer ~ 42 

1 - 5 SUBCCIITRACT CLA.IM8 

Total Prtme ClsilllB Settled 678 
Requiring 6 Months or Over 313 

Peroent - 6 Months or Over ~ 46 

6 - 10 StlliCONTRACTOR CLADS 

Total Prime ClailllB 136 
Requ1rlng 6 Manthe or Over 79 

Peroont-6 Manthe or OVBr ~ ,S 

11 Cl! 1«1\E SUB:<II'I'RACTOR ClAD§ 

Total Prime ClailllB Settled 120 
Requir ing 6 Mant he or OTer 89 

Porcent - 6 Mont hs or OVBr ~ 74 

},S 
114 

}2 

111 
29 

26 

3 
1 

33 

3 
2 

67 

568 
226 

40 

262 
100 

265 
105 

40 

31 
15 • ... 

10 
6 

60 

288 
143 

50 

107 
5lo 

50 

133 
66 

50 

32 
111 

16 
9 

56 

U2 
67 

60 

63 
54 

86 

9 
7 

78 

22 
18 

82 

6 
6 

100 

26 
23 

88 

... 

!} Include s all War and liaT;r Dop&rt mont f1xed-pr1oe teminat1on ola1118 for vh1ch 
t ho oont raot prloe of items oanoe l od 1a $100,000 or more vh1oh ve re se t tled 
from Januar:r thro1J8h Jul)' 191>1> . The excluded teminat1on olaiae number 2 , 597, 
tor vb1ch the .....:>unt or olalm tota.l.a $18,6oo,ooo. 

~ Number of prl.llle ocnt.-tor ola1ae requiring 6 monthe or 110re tor se t tlement as 
a peroentaee of total prlme contract ola1118 settled. 

Source : WAll PI!OJXJCTic:B ,BOARD 
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UIU 16 APnii])U C 

llll1IOCII'rllA' ~ AS I!XL\ftD TO P11D11 ~' lm"'lmG''B 
17 She or Cl.&la 

J......,.7 • Jul7 J9U !/ 

1- 'I'OI'AL 

PRDCI CCII'IJtACT<R3 ' 2LADil (R101bor) ....... l,~ }::;8 568 288 }88 '6 17 

( no.....to or DoUo.ro) 

Aaowlt. r or le&etU. Of Prbe Ccmt.noc.ores 
QroN Cl.&1a 1.8}, >'0 1,}16 1},·~ 17 ,•79 72. 509 ~.668 ~.912 
Qt'ON S.t.t.l.aect. 157,99) 1,1.). u,•» 1 .. ,,az ~.5>6 21,8119 ..9,,}9 
D1tpoe&l Cn41t 26,962 222 2,880 '·~ 10,051 2,67} 7."9' Itt. Ol.a1a 1~,}78 1,09 .. 10,576 1},8}7 62,"58 22,99) .. 5 ... 18 
let. a~n.t.l.e.eq,t 1}1,0}} 912 8,575 10,9.110 "9.~ 19,176 .. 1,9'5 

stmc:CifTRAC1'(R9 ' OtADf3 (Numbor) 

N~l' Appron4 '·~ 2}3 898 702 2,lll }60 752 

( 'l'llo"'""'" of Dol.l.&nl) 

}8,0}} 2}5 2,259 2,810 U,7o6 6,•oe U,61) 
}1, 1}5 209 1,7&5 2,1}7 9,}92 ,,.}6 12, 216 

(lluaber) 
Jhmber of 8\lboc:a-:.re.ctort' Cl.atu 

Ptr PriM Cmtn.otor Set.t.t.e.Dt. } .0 0.7 1.6 2 ... , ... 7.8 " ·2 

(Porcont) 
Su.boontre.ot.ore• Porcont. of TOU.l 

fto t Sott.lomnt 19.2 18.6 16.9 16.} 16.0 22.1 22 .6 

llet Sett.lo:ment M poroont of Ret 01A1a tor: 
Pr-lJM CCICt.reotora 8}.8 8}.~ 81.1 79.1 79.2 8} •• 92·" Bu'bo Oft t. ro.o tore 81 .9 88.9 77 .2 76.0 8o.2 811.8 8} .6 

!} Inolu.4e4 .,.. a U var a.n4 NAY7 Dep41't.Mllt. t1.xe4-pr1ce tenainatlon ol&.lM tor v hich t.be cont"-Ct. price 
ot lw.t canceled le $1.001 000 or ~.,.. vblch vere eott.l.o4 tree JNU.l&r7 tbro\ae;tl J\ll1 19Ji.ll . Tho ox· 
o1u4o4 t.ol"'a1tt.atlon olAiiDa tor vbloh t ho ocmtroot. price of U..oM oe.noolocl 11 leee tban $100,000 nua• 
bor 2m, tor vhtob tbo aaou.ot. ot oW• t.otale $18,6oo,ooo. 

20c 
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~ 17 Al'PIIIIliX c • 
- All]) - JIIlmiiiiiri'I~ ~ ~ llt.lDD ftu. OCII'riACT 'ISIIIJIU'I<IIB 

B:r Wualie.r ot Termn.au .... hr 0~ - 'fot.&l OcDti'IIOt rrtoe ot I- CaDoelod por Oc.pll\7 
JODIIIU7 - Jul:r 19illl !I 

AIDl!IT~ TOTAL ...._. sz • caun:a1'J(W8 za t'KWAn 
Pill CCIIPAIIY JIUIIIIIROW ~ ... - 81>: to lllonn- Tvct7-<lllo 

(Dolloro) CCIIPAIIIJB ODe ,..... 01' ftft '"" Tvont:r or More 

lftllllllli ~ O<lftiiDII 

TOTAL 2,1:)2 1,}35 "9 118 82 }7 21 

100,000-249,999 6115 636 9 
250.000-499' 999 424 }21 . 1~ 
500.000-999' 999 370 198 160 u 1 
1,ooo,ooo-4,999,999 461 1lo8 228 59 2~ 2 
5,000,000-9,999.999 96 19 26 19 26 6 
10,000,000-49,999,999 107 12 26 26 21 18 4 
50,000,000·99 .999.999 17 1 6 1 ' ~ 
10010001000 or More }2 1 2 5 7 17 

PIIICIII'l'Aal Dlli'DUliU'l'IC. BY AIOIII'1' 1WIIIIIMD Pill CCIIPAIIY 

'l'OTAL 100 100 100 100 100 100 100 

100,000-249,999 30 loa 2 
250,000-499-999 20 24 18 
500,000-999.999 17 15 28 9 1 
1 ' 000' ()()().. 4. 999. 999 21 ll ~1 50 29 ' 5. 000,000-9,999.999 4 1 ' 16 32 16 
1o,ooo,ooo-49,999,999 5 1 5 22 26. 49 19 
50.000.000-99.999.999 1 'HI 1 1 6 ll 
loo,ooo,ooo or More 2 'HI 2 6 19 81 

P&RCIII't.IIID Dlli'DUliU'l'ICJI BY llliiCI!IR OW '1'IRICIIIA'l'ICJIB Pill CCIIPAIIY 

TOTAL 100 6e 26 ' \ 2 1 

100,000-249,999 100 99 1 
250' 000..499' 999 100 76 24 
500,000·999.999 100 54 \} 3 v 
t,ooo,ooo-4,999,999 100 }2 50 l} ' t' 5,000,000-9,999,999 100 20 27 20 27 
10,000,000-49,999,999 100 ll 24 24 20 17 4 
50,000,000-99,999.999 100 6 _,, 6 29 24 
100,000,000 or More 100 } 6 16 22 53 

!/ Ino1udod oro o.ll War and 11&"7 Dopal't•nt tl.J:ed•prlce and coot -p1ua-a-teo prlmo var contract 
torzrainat1ona for vhiob the ocm.traot price of 1t.a oanoel.i.& 11 tlOO,OOO or mre vbicb vere 
pon411lg 011 Januar7 1 or vore tol'llin&ted tr<a J01War7 tb.ro"'lll Jul7 191>4. Tho oxc1udod tor-
1Rlnat1ooe tor vhtob the CQltraat prioo of it.. oaaleeled 1a le11 t ball $1.00,000 nuaber 1284

1 
tor vbich the cano.oled port1oa tot&l.a t22~,ooo,ooo, 

'HJ Lou than 0 .5 p~rcont, 
8ouroo1 WAR PRODJCTICJI BOARD 

2lo 

Regraded Unclassified



l 

• 

TOP SECRET COPY fO. 

C. S . L. L.(14 ) Jrd meeting 

COIIBIIISl> SU!lC~lTT&I. 0~ 1.'\mii.L LS.VD-L!.ASE AlD 
5~~ THE O.S. L~ U. r.. 

MINUTES of a Meettnc held In Roo• 3•38 In 
U.S . irea•ary , on 4th Novt=ber , 1911 

at 2 ; 30 p. m. 

PRES£.1q 

Mr . ~~ito ( ln ~he Ch1ir) 

the 

U.V . Rpprescntativcs U. K. Bgpr tstot ot!ycs 

Jlr . Cooaday 

llr . Tart 
Wr . Petter 

U.r . Currie 
.Llr . Davidson 
llr . Havlik 

Rt . Hon . 2on Smith 
Lord Koynos 
Sir Char lo• Hombre 
Mr . Hutton 
JJr . Helmoro 
~r . Ooachen 

Wr. Coe) Joint Secretar1e• 
llr . Lee) 

1. The discussion ,as mainly concerned ~itb the elucidation 
or cany or the details given in Annex 8 A" ot the U. K. case , 
ospoclally ( i) the prospective U. K. balance of payments In 19•5 
aiv•n In para&raph 12 of the Annex (ii) tho estimated balance 
sheet for 1945 ot the gold and dollar resorvo posltioo of the 
storltna oreo pool given in paragraph 14 or the Annex . 

.• 

2 . LORD K£.YNES said that the UK ropr osontotlvos would be 
glad to answer questions to the bott or their ability but he 
emphasised that the ans-:.rers would require later checki ng . Be 
explained thot the figurtcs in the balance or payments had been 
propared so~• time ago , that since they vert prepar ed soQe or the~ 
had beon superseded by later esttmat11 an4 thot this and other 
tabloa could necessarily only be re&orded aa forecasts . UR . c~qrs 
emphasised the relation of the British financial analysis to the 
pr oposala lo Chopt<r 3 or the U. K. ease. Ho acid that It would 
be pnrttcularly helpful to the u.s. crou.p tt tnforoa:ttton could 
be ctven to construct a balance of paymtnta tor the United Kincdo2 
and the GterUnc .\ree ·Jtth tho U. G. tor 1945, •lth a cooparattve 
statt•ent tn respect or 194). 

) . Q!,iAits I.:cwnw Irl THE DRAFI BALA;!C& Of CAXMtiilS fOR 19.f.5, 

(a) Requirements in the U. S. 

WR. CURRI£ asked if the U.X. ropresentat1ves 
could indicate upon what obJects tho eosh dollar 
expend iture, Implied in tho t able (i. e . the d1fferenee 
between t he ftsures for total expenditure in the u .s. 
ond t he Lend-Lease domanda) , would be incurred . MR . CO~ 
said that tho over-all figure for imports soomcd to be 
$520 millions • 

Tho following explanations waro ctven by the U.K. 
repr~sentnttves :-

foqd, 0 C1y111en. 

LORD K£.YiiES aod IIR . HUTTOII uid that dollar 
f co4 iGJ>Ort it<ms lo.elud<d Cor ibboan IUIAr ($?1 millions) , 
Icel ond products ($10 &ill to~sJ, acall purchases 
($6- 8 ailtloosl, or a to• al or about S90 aill1ons . 
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Food tor U. K.pqrces . 

Cosh items aco~nt~d to Sl0-\2 aJ\llons, 
aecordtn.c to llR . H\1t"TO!I, and coaaprtaed portly 
ator es tor N~I and partly ao~ealled luxury roods 
(e. , . pickles} which had beon taken off lend - lease . 

tobgsso. 

¥R . HUTTON satd that tho co1 t er the cash 
imports into the U. K. Ct . e . tobacco tor civilians) 
••• t90 millions . 

Ml'.ter14ls . 

SIR CHARLES HAMBRO sold tho cosh Imports 
planned in 1945 under hta~ 3 Ccortatn raw material s 
and Monuraetured goods ) amounted to $40 mil lions , 

~. ~ thought thot tho toto\ oi l ricure 
included obout $90 millions in respect or cash 
1te~ suches the purchJSL or equ1pocnt , crude 
oi l in the Caribbean, etc . , but thot ttaure «ould 
ne6d checkin&. 

Other l~Dorts . 

lt was 3greed th3t a breakdo•n or the ttgurt 
of $148 =illions should b• suppli<d . 

lnter~st. etc . 

YR . •Hl1b ~xpresscd surprise that osttmated 
p>yments ($.60 millions) should oxcotd ca.lmstcd 
r11ceipts under this htad, but LORD XE.Y1.zts said thttt 
thia was not s~rprising having resnrd to tho 
r ealisation and mor tcec ing of u.x. investments in 
the U. S . He thought that tht Bonk of ~nglend's 
tiauros , hero us€d, co~ld b~ token ns accurate . 

2.S.llsr PaYmont .i.&. 

LORD KEYNES said that th< figu.rc of $280 millions 
included about S70 millions ror motion picture p~yments, 
l arce sums in rospect or U.K. sove r~~tnt expcnditur~ 
ln th~ U. s . a nd other it~ma aueh 4S rtm1ttAnc& 
pAym~nts and insurance premium. . A br6ekd~n wns 
promis(d . 

(b) Rf's£1pts ; U. J: . exoorts to U.S . 

~. 'HI~E and othtrs as~4d whether the figur~ 
ot $120 millions was not low. LORD KLYh~ and 
WR . HBLUORA said thet in their vi'• the catimate 
!or the totol exports of thl O.K . in 1945- -S\740 
m1llions--was too h1Bh thst it was doubtful 
whother the &oods wo~ld bo prod~ccd and exported 
in the face ot co~p~tin& deman4a tor goods on the 
ho•e market , and that o l argo proportion or the 
incr ease would i .ne vitabl y 10 to the goods -starved 
coun t r ies In the Sterling Area . ~. lltLMOR!I said that 
t he types of goods in r espoct or which tho U. K. co~ld 
mos t oas11Y expand its expor ts wer e ones which the 
U.S. would not went . Several u.s. ropreaontat1ves 
asked whether ther e was not a dispar ity between the 
lDr se expansion or expor ts aaaumed in tho overall 
Cisure of $1740 m1111ona ond tho faot thot no incr ease 
in expor ts to t he U.S . was apparently contempl~ted , 

-2-
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They stated tb~t sinee the m1rkot exist~ and 
atnee the allocation or •anpouer for oxports 
would be =ueh increased, it ste~d plaua1blc 
that exports to Lhe u.s. should tncroase. LORD 
X£YKE& undertook to comcunteate a nOtQ in dQfGncc 
ot the U. l . esttaate. 

r.w~~H:t 19•5 Blli.~CE SHEJ.l W SU.J!L!tlq ARf..t COW &'ill DOLU.q 

( a ) ;;tsrling Areaf Commercial B;alonec ·.lith U. S. 

w:R . COE. asked whother en.y ttcures other than 
tho prospective dcftctt of SlOO mUUons wore 
available . P.e said thAt U.S . trado ticuros for 
1943 indicnttd a balunco, excluding troop pay, 
which \'las tavor3ble to the rc.st of t ho sterling 
oroo by $JOO "1ll1oos . LORD KtYlfES aoid thot trade 
ttgur~s we~~ of doubtful value b~eaus o of shipoing 
and other complication~ . Ho r at crrod to tho figures 
tor 1944 in his mccorr.r.dum or Oetobor )1, which 
ahowtd most of the stcrl1ns ar oa to bo running a 
doficit ~ith th~ u.s. end said th•t he doubt~d 
whcthc.r c bettEr br~Dkdown could bo g1v,n . ,• 

Rgc1proe;;l ftld , 

Th£rt- was SO!!:!O d1sc·J.Ss1on on the quu;t!on 
or what figure had ~en ass~d tor Gt•rltnc 1rea 
reciprocal aid !n raw aa~~rtol and too4 oxports , 
LORD hLYNt...S said 1t had be"'n a.sswa.d Lhat the. present 
l ev(l& wo~ld eont1nu( . ~. COS ~• t1motc1 c drop 
!rom Sl40 cillions in 1944 to 1100 millions in 1945. 

(b) ~ 

WL !'.HIT£ asl<td for a breakdown of tht ~st1mate 
or $160 millions incrca•c in gold holdingo in . l945 
t~nd n detailed estimate or snloa in that yoor . 
Th"'re '.'ferc questions cbout production and sales in 
1944, LORD K~NES gavt tho totlow1nf ~•timatcs for 
1944 but said that it should not bo n!orrod that the 
samo position ~<ould hold good in 1945, copcclolly • • 
reg ards sold ~eceipts troc South .rrtca. 

(!n millions or pounds ater1ing/ . 
Receipts ill£~ 

C.&triea 79. 5 
!; • Africa 4 . 8 
Bclgi•n Congo 2 .1 
Other 6 . 0 
U~SR 4 8 
totol 97: 2 

Swed'n 
Swit&Grland 
Sp41n 
Iran 
i.!:. Eoa t 
Uonray 
BoliviA 
Total 

1). 2 
11.8 

1. 2 
6. 8 
6.2 
1.3 

45 : ~ 
In •nswer to questions LORD K£Yjt5 said that 
Austr~ltan gold production wes potertna out nnd that 
in 1944 she would take A million pounds moro gold 
than she sold . He se1d that th&nks to debt repatr iation 
South 4fricA had sold gold to tho U. K. in excess or 
Gmo~nts required to finance the trodt balance , but 
thot 1t wos doubtful whether this would hold goo<! 
in 19•5. The figures which he hod quotod were 
exclusive of Indian tr~nsocttons, w~ere the U.K. 
•old on its own account 46 millions in pounds 
sttrlinl in 1944 and hAd odvcncod gold for sole on 
u.s. account against part ~opaym~nt in gold nnd part 
r tpayoent tn dollars . 

-J-
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(c) Ooll1r fOY~Ents to Th!rd Countripa , 

WR. CO£ asked whethe r the balnnce ct•en in 
pare1rsph 1• ot Annex "A• involved doubl e counting 
ot lteas like oil Md suaa.r pa.y .. ntl hero and under 
t.ports 1n t he b3l~nce of poy~nts atet~ent. LORD 
KLYNES said <het this ••• poot1blt 1 and that he 
would cheek th~ position. 

(d) troop ~y. 

WR . WHITE sntd that in hit op1n1on the estimated 
receipts form o.s. troop pay 1n tho U.K. ($60 mil lions) 
h ~d been put at somewhat too low a t lguroi csp~c1c lly 
it t he German war continued well on i nto 945. 
On the othar hand, he thouaht thnt t ho cst!mo t es 
tor tho Sterling ar ea of the erunc 1toa, nc.tllely 
$200 millions, wero too high, ol thOU8h it oppoor ed 
possible thnt sufficient account hod not bocn taken 
ot U. S. nav~l ex~cndtture in Australia . LORD KEY?~ 
l)id thet the U. K. would welcome any additional 
in!oro~t1on which could be given abou t these two 
cs t ilt!ltes . 

(e) Qold ~nd Doll; r Li?b!littgs . 

WR . ~HI:L asked tor tn!ora3t1on about the cold 
~nd dollsr 11ab!l!t1es •h1eh wero clw2ys shown 
!ll a dtduetion !'·roo the cross restrves . LOR:> KrYU!.S 
seid det~!ls wer e betnc obtained rroa London end 
uould ~ eo~unteoted as soon aa poss1ble . WR . ~~1~ 
asked whcth~r the registered dollar• would be likely 
to be drawn en in 19•5'. LOkD KLYIIES sold thot this 
wns likely to h~opGn ~s U. S . troops loft Gn area : it 
was ~lready haopentng 1n ~ustralla . He also sntd 
that he did not look for nny increase or such balnneos 
by ,unorle!n bnnks .. ,hun trndc was increased . 

MR . 0\1!ITf. asked whothor 1t was not the coso tha t 
t ho . Portugueso balances wero only poy~ble in gold 
five yen~s after the wnr. LORD KLYNLS sn1d th•t 
""~!ls the ease . 

5. E.Mf.!!OpCX HOUSES . 

LOaD XEY~ZS asked wh~th&r the U. S. r eprestntat1ves , 
without c~• ttng themselves, could 11ve on indicntion $5 to 
whother the u. r.. proposals andor this head wore lik6ly to be 
sympathottcally N!ceived . If so , London would llk" to send out 
An txpert atssion to deal with the technical questions involved . 
Lk. CUlRlL scld thct F£4. ~a5 still eonsiderin& the question. 
Ho dGc!alon h~d been :ad~ b~t the 1ntti3l roact1on or tht U. 5. 
r~prottnt3t!v6s h3d bc~n th~t tho propotsl wat certainly wor th 
c~r~rul conatdtr~tion. ~ . T~~ said th~t thore =lsht conceivably 
b4 supply dtrrsculties as regards timber, and he advised the U. K. 
r aproatntatives to get into touch with Wr . &nrl Draper of P.H . ~. 
LORD KEYUBS s•!d thot he wos gratified by the 1nit1~l r<copt1on 
atvcn to tho U.K. proposal$ nnd that bo would adviee London to 
acnd ovor the propos~d mission . 

Wnshinaton D. c . 
22nd . llovcnbor 1944 

.• 
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TOP SFCRET CCPI NO. .:J. 0 

LfND IEASL :tN ST AGf Il. 

Further Pl[tieular' of Au~tralia 1 a Requirements. 

Attached below are tabl es (1) giving further particulars of 

the original Auetralian requirements which were submitted in the amp­

lU'ied version ot Chapter 4; and (2) some more information relati.ng to 

the additional iteu (apeeU'ied in the Auetralian m....or&DdUl'l of lat 

November) which mi&ht be brought undar lend leaee U' the civilian and 

capital goods rules could be relaxed. 

Washington, D.C. 
4th Noveabar, 1944. 

(Sgd.) A.rl. el\ELI.UU. 

283 y 
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• OUSIBAI.IA1 mwttr,nw AfALX§IS or RftOOIBlm£IS. 
(All t1.-roo (lOOOj 

5th [,crd•k3!1 Fft.i.M'tooo let. Xpar St.on & 'lh ..... ..s. DoU....o 
I- iOOO $000 

112.... Dotcription Unit f'uftntltx YJ.lut _Im!... Unit. OU&ntlty \'aluo total Berke 

1. 
rs 
Tobftoco - Loo.f l ba. 8,930,000 4,465 lba, 6,2)6,000 ),100 Military ro3ulr~nte onlJ. 

additional t a1U1on doU....o 
roquirod tor cl•Ui.en purpoeoa. 

2 . 1'obftoeo .. tff.tlvt Triat L/T 290 ~ L/T )48 900 Used tor l)e.1Wnt. ot not1.,. portora 
1D forward bat.t.lo UHI. 

) . rub - Ce.MOd Cases 294,600 ),252 Caoos 2)'1, 500 2,000 For r cquire.unt. of e.rwod force• 
48/1 48/1 ··~· C1¥1li&n U10 proh1b1tod, 

4. Soedl - Vopt.oblo Lba 2,)0),)00 69) Lba. 2,)0),)00 600 Aua t..ra1J.a:D food procra- tor 
alllod torooo, 

s. s. ... ,. ou~ - I.Tt1t1<lal Pea . ~4.400 81 Pea. 1,188 ,800 100 ADitn.li&n food F- tar 
allied torcta. 

6, Coce Cola Conoont,..to It Iliac Var. ___9L 9,530 L/f 7,95S )()() 7,000 Coca Cola Concent.rat.e ill UOUDt or 
$:!7S,OOO ontir.~ ror u.s. rarcoo. 

Bl! l!Ab£1111 95S rcr uoo 1• conal.of pr..,.._ ?. T1np1Ato S/T 156,800 18 ,816 S/T U6,66? 14,000 

S/T 2),0?4,18 1,846 S/T lS,OOO 1,200 
tor allW tore ... 

t :' .,ot4le ... Cubon S\oel vertcua i~trlal purpoltl 
• • AllOy stool S/T 6,02?. S8 1,S06 S/T 4,000 1,000 direct.}J' conncct;od with 
• - Non-Fo:rroua Vo.r. Var . ?,78? 'Mr . \1\r . 800 aunl.tl•na pro.,.._, u. Tl.Jobor - Son .. od - V.r. 415.6 M Bd.Ft, 56,400 2,400 Military and wor production and 

12. • -Hardwood Bd.Ft, 2,)51,522 2)1.5 M Bd, Pt, 1,900 1,400 conatructlon • Q1v111on coo-
13. • - P}Tw<>od Vor, 'Mr. ~00 structloa proh1bltod, 
14. Pulp ' Fapor - lloodpulp S/T :38,232 2,200 S/T 24,896 2,000 to e.upclnt lo\latrallan produ.c.Uoa 
15. • • .. 1lno Paper S/T 29,250 5, 144.6 S/T 16,092 3,500 wbieh la i.Mdoq\Lilt• for wu 
16. • _..,.applftC Faper S/T 7,4)4 2,)78.8 s/T 5,)31 1 ,800 purpoeea .. pe.pe:r UNCO aU under 
17. • • - $aD1 tor)' and strict ODd rllid oontrol. 

other flasue S/1 ),904 624 s/T ),724 1,000 
18, • • - !11 otbor paper S/T 696 700 
19. Raw Cot'-oft 5001bal•• 30,000 J,?SO 500/ bUOI 26,?00 2,800 11111 t4l7 tolrt.UII, OW'p cal 
20. Raw Cott.oD 8l.Mcbed UDt.ou ~fi 9,~ 6,~ tJ>":tf'fe~. "lll~t.H:;: 21. SJDtbo•lo Rubber - G.R.S. F~cg& :~ u em 
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Doter1pt1AA 

lp4 Product• (Cont 'd) 

Modioel SUpp11et • x-a.y 
• - SuTs1etal 
• - Dnle• • - PI"'priotaJ'7 
• .. llbc. 

Toxtilct - Bll~inl Duok 
• ·Tiro C..-.1 
• - Cot.ton Pi.ce Goods 

SU•cr a.llioo/OoJ.naca so. 
IIUeelhlloooo • PUa 

• - Pl>ol.oenpl>ie 
• • BuelMN Machines 
• - !land Toob 
• - noc. Biv.l~ 
• - lodurlrial !l!J>I. • 

• 
&F&APmJLILTIOM 

Pood 
..... .. ~ ... iale 
Did l'rodu~• 

OIWID TOT AI. 

Co-D1foal~h o1 Auotralla 
11ar 3upplloa Procur-.>t 

Sth Lend·Lea•• f!ti .. to 

Lb •• 
Lbe, 

Sq. Yde 

J.U>.rt . 
F&eh 

• 
Va:r • 
Var. 
Var, 

.1.,720,000 
10,000,000 

uo,ooo,ooo 

~),648,1.00 
?00 

10,~ 
vu. 
Var. 
vu. 

),550 
5, 900 

)8, 900 

uo 
1)8 
9)0 

2,.409 
S9S 

....:m.:J. 

9, 5)0.0 
S5, ?5~.8 

~:ltl:; 

.,r,. 
t I 

80,693.? 

Var. 
Var • 
Var, 
Var, 
Var • 
Lba, 
Lbo • 

oza. 

Lin.rt. 
F&eb 
Vu. ,.,., 
Var. 
Yu. 

1!\ Joy SttJ• n 
~ 

S!ut,ntltx !Jhl 

Var. 
Vu. 
Vt.r . 
Var • 
Vt.r. 

48),840 
9, 800,000 

19, 000,000 

?!1' 800,000 
848 
vu. 
Va.r . 
vu. 
vu. 

800 
)00 

1,100 
:!00 
600 
500 

9,500 

5,000 

m 
:!00 
900 

~.ooo 
1, 900 
L3!!!2 

7,000 
Sl,OOO 
i4.QQ2 

102.000 

44,000 

For uao in Auatral1•n boepltall 
a:t the eorvic• ol AU.i..S 
torce.s. 

Q..,.,.al lnduatrlal war proclllotion. 
llilltary ~iro PI"'IJ'.-o. 

bturnahlt U> kind undor apocial 
&greoM~t.t. 

D¢oM.au.eat of arood for<> to. 

• 
To bo uod dir-l;t 't!7 &rood 

~al - prohctlon -· • 
• 

, .... bor ' 1~. 

) 
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• It.ea 
.JI2.. Dpeqript.igp l!nit 

lA• ~~~~EiAll (~D~'') 
22. Cba!ca • • Phoophat.e Rock S/T 
2). • - Jn .. cticidoa S/T 
2~. • ·Sulphur S/T 
25. • • Photosr•J)I>Ic Lba. 
26. • • UcoholJI U.S. Gals . 

27. • • Chr-

28. • • IUtc.J..l.aneGUI Lbs. 
29. IUaco.l.la..ae('QI ·Abrttho lf'elns Lbs. 
)0. • • C&rboa BlJicl< Lbs • 
)1. • • Platt.Jc:a Lbe. 
)2. • • llitcolhC'XI ...... 

1P4 Prsductt 
)). Au~tlvo • ¥oh1clo• Ench 
34. ~ ... Spare• $ 

•• • • St.I\!Qili'.J'1 l!nc1M• F.ach 

)6. 
A,rloulturnl tmplomont. 

Ench .. l!bool Trcctore 

ll: - w.;r:olor Trcctora loch . :tr•• Jch )9. • Othor 
Jl), Cool Mioloc llllcbizlor7(UDIIcrsr<und) • 
41. s....r 1"CC ~ 

2~G 

§tb 'G"d·ku~U•ttooo bt.JwS~ 

Quoot.i\7 lllliL total ...l!2!L Oue,pt.lty Y.lut 

~21.,000 1,500 S/T ~~.ooo 2,100 
1,9)4.4 4'J7 S/T 1,500 1,800 

49,280 748 S/T 36,000 500 
2,1~6.4,000 840 Lbs. 1,765,000 600 

35,955 36 V:-..r. v ..... 600 

L/T )19 600 

J6' (Q(). ()(X) ),000 Lbs. 21,200,000 1,800 
4.,480,000 600 Lba . ),520,000 600 

17,664,000 1,061 Lbs. l),UO,OOO 1,200 
2,646,000 1,560 Lb•. 2,?00,000 1,500 ...... Lm..l 55,752.8 Vu • v..r. ?00 

u,ooo 16,100 E<:cb 
),000 • 8,900 7,0011 

~.500 

3,500 1,)75 Ench J,ll? 500 

6,~00 4, 659 Encb 6,200 4,900 
300 ; &Et.ch 500 frl 

10, 489 Eech 1o:ooo 
Eech 500 

1,:!02 $ 500 

sooo 
Total 

51,000 

Rrrlr,e 

CcMH1,.. prodllcUoa ...... 
1'1H Pr--. 
Cerooral - Prodllct!oo UMp, 

haoDt.t.al chiliaft art.l.M t.n.»­
poTt """ acrtcult.ural trsDOport • 
c1Y1.11&n peoU.ao rn\1crn1.ftc 
ertro.ol7 rl1id • 
§~..:!•f~t l:W,P•r•tlco a:~~; otc7 roq r.r'8, .ii6d"mc."l. 
Roq '4 tor tood pt'Oif'MIIIO. 
• • • 

Required tor ao.tntononco ot t~.JW~cl 
·~!JU!!! ~~~ ~rry.- h1 
It;~ nquiNat.l:a poenl 
1Dctuat.r1Al pwpc11e rolAt.od dir· 

• ec\17 to \!Ia - otfort. 

Regraded Unclassified



• 

() 

ll2L 

1. 

2, 

), 

4. 

5. 

6. 

7. 

8. 

9. 

t.US'l'RALlt.: FURTHER PJ.RTICULt.RS OF THE AD­
DITIONAL ITEMS LISTED IN THE AUSTRALIAN MEMOR­
ANDUM OF 1st NOVEMBER , 1944. 

Deoeriotion l!nll Quantitiy 

Tobacco Leaf Lba. 17,000, 000 

Seeds, Essentu l OUa 
& Miscellaneous Food Vnr. Vnr. 

llcodpulp S/T 12,900 

Pnp&r S/T 8 ,900 

Rtm Cotton 500 lb. bnl os 3,413 

Abrasive Grr.ins 
& PlAstics Vnr. Vnr. 

l!oorings $ 

Business Machines & 
Office Equipcont Ea. 

Cotton Pioce Coods Sq.)'d. 15, 000,000 

?P7 

$1,000 
\'aluo 

8 , 600 

1 , 500 

1,000 

2, 400 

400 

2,100 

1,000 

1,200 

4,500 

~22,700 

Regraded Unclassified



0 

• 

ceLL 
f,t . $ . t/o . 31 

'fOP sa;m ,.0 
COPI NO._ 

Lpp-I.p§E IJ! STAQE ll 

IN D I A 

Attached boloo nro particular• ot tho Indian 

requir-nte UDder Lond-Leaso in Stago n itemised in groator 

det&il than in previous submiasiona and &ivins qunntitioa 41 

vell 4 1 valuee oheraver poaaiblo , 

(Si&nod) A.W. Snellin& 

Woahington, D.c. 

4 tb lloveaber, 1944, 

... 
2"8 

Regraded Unclassified



~<• 
llo. 

COllY llliilr l1L 
CXMIPIDBITW. 

•• 

111ui<>o: IIIDU SliPPI.t 

!SflliATFS Of' t!liD-LEASE REQUIRIIID!fS D1ll!1Jil SUGE 2 (JUR 194S) 

Fie cal 
Codt 

240 

6lD 

620 

630 

Wl 

650 

6?0 

680 

&90 

-

DISCR!Pr iON 

..,.iculturol Produeto - 1ooda1.utr. 

..,.1Cl>l...,.ol l'roduo\o - othor UJao Fooclotuth 

Machlnuy, F.qui):Dt"nt., lt.ater1all •M Suppliea 

-.w. and Jll.noeral-• 

Choal.eala 

TatUas 

Waber Productc 

llot oUaa:·whe Clault 1ed 

0 

Yuue 

UnU ~-lt7 (tcoo) 

1, :!00 

) ,000 

2,900 

40, 700 

2), 500 

sco 
1,:!00 

.4,~ 

6,1CO 

8),6CO 

fhMe e:attaaws have Nee uedll.t 
accc:.r4.1nc t.o t.be "St.e.nd.ard Uat c! lt.eas tur 
l94S Non.....Ult.ary Req\1.1r0110nte or Lend- Leu• 

Co.mtriea, • lll.&a knotm aa •rueal Codo. • 

Thla aa U,. oodt ....,.1oua17 used t or all 

IAod• IM.It b\i .. t... The tore \la._ 1a U.. 

IUO as that uoed tor predou uttaatee, 

..,th the 6Xeeption or the h•diog. 

• 
Regraded Unclassified



1 

(u. s. ) QOIIriiii!lftnL 
(a.) ClOIFmmw. 

WsiOD I IIDIJ. SUPI'LI 

!S!DIATES ar LDID LUSE IUiliJIR!Yl:liTS DURI!Il S'IIGE ~ (lEAR 191.5) 

1'10«11 
Code DrllCall'f 1011 

240 Vpqcw;j (grap THAJl 98DN,\}Q) 

2L4 l!asdl.yeoue .lutoeo\ht SUAAllu 

spar .. ror CirlhlD ed c.11.. Yeblcl .. 

Spark Pluc• tar 011 e.n4 C.• D~«inOI 

0 

Va.lue 
(1000) 

• 1000 

280,000 200 

Tbts eatillato hll3 wlth1n tho agreed quot.a 
of $:10 por tr\lck and &12 por aut<aobilo per 
yoar. D11tft1'but.1on ia ooDt.roUQ!i b IM.1a 
UDder t.bt .,t.er Vebtcl" Spare Part. COo'trOl 
Order, lie- ott.hooo ltcao u c.....r.od cal:1 
tor u.se OD a qecitie eauat1&l nh1cl•• 
•1nt enance of which 1a p«ralt.-tod becauo, 
thoush operatod by chU1ana, it. ba.l bef,n 
clasailied u e-uorrtial to tho au- D'to:rt-. 
Moat ct' the .. blolea 10 Min~ are 
-ed ill oort -cb 1AI aot..U:. par1. or \lto 

lt1.Ut.u7 ottort. rzb u rotd-mudsnc, ~ 
ot ac:rcdrolloe, tn:oaport of m t.cr:S.alJI, 
ordnance factory supplios, otc. 

PoT lllintoM.nCo or power .OUPJ'll7 1A 
.,a.rioua e11Gh1.1&1 war u..oe. 

• 

• .. 

Regraded Unclassified



(u.s. ) 
(Ill.) 

It. 7 lacal 

~ 

1. 

~ 

2. 62J 

J. 62, 

-

• .. 

lllaaioo I Dlllll. SUPPLY 

ESTllUTES Of LlliD-LWE lllllUDIDIEIIrS DllRilll ST:.CE 2 (Yt.\lt 194S) 

Voluo 
D&SC!UPI' ION llnit Qu&otit7 (tooQ) 

Miacollancoua Pooda for tho India 
CantCK!ft Sto-:ca 

( tho exact bro:Jcdoan ot various • 
food• for e:Antocn store-a baa 
not 7ot. 'bcca r ocoivod troa 
Indill, ) 

Loaf toboeeo L.T. 24SO 

Totncco L.T . 100 

-- 2,1944 

CateaorJI 7 

DID USE 

Tho Inda.n cantoon eCd"Vico• oporGt.o eoloy t.o 
lfKIOt tho nocd of t ho Alliod U'aiol within the 
borders ot :rtd1a. Tho ca.ntoon 1arvico 1a 
t bo oontrol of tho Oolvtcr••t • Gonanl 111 
Iod14. W ce.Dtoon 1t.orce OJ'IO UJIUOd bJ tbo 
cantocn acrvicea in aoc::CD"d.o.neo • ltb a 'bu1c 
oulo dct.orcizlnd 1>7 t.bc 111llt<u7 auU....Itl ... 
Dlal.rlbutlon l.s offockd ool7 thJ'ouCb 
1nat.allat1oa.a undcr tho e<mtrol. ot \be 
~.>arl~-~ in India 

RoqulrocS for !Deorporati.on vltb lnd.1u 
t.ob6ceo ill tho anu.faet.uro of ctcuottc:a t or 
tho ara£d f orces. 

Por o.alo cu:11S d.lst-ributi.on cxclu•hol.T t.o 
troope in India. 

• Regraded Unclassified



N 
• (. 

n. .... Yiecal 
c:..lo 

6)0 

6)2 

634 

6)4 

6)9 

6)9 

6)9 
6)9 
6)9 

636 

lliuioft I IJIDU SUI'I'U 
ESTlll.lriS 01' L!liD-WSE RlllUIRUIDirS DURIJil stt.G.E 2 (n:IJI1945) 

DISCIIJPI' 105 

M!C.HDfllU' ~O'lPmll', ki"3'ERIAIS , AND 
§UJ>Pl,Illl 

Tr3ctora 

El.ectrlc Control ~ s·vttch(Jcv Spare• 

l'uu Cut.o()uto 

Boi.l.cr7 lfoi.crlalo 

U&b1.1J>I Corbocs 

Edison Batteries 
Rmcaooll tor Prilllll'y Colla 
Prlllory Bat.t.aric• (•ot) 

toeoMDt.in:• a:rd T!!t.gOnt 
8ro.S~vcc t.oecaot.hc.a 
11¢te:~qo toco.~;thoa 

3rood-<Oougc ila&OM 
Mot.or.Qnu.;o 'llagonll 

lhlit 

108 

$ 

L&,ooo 

E>ch 

t::.noh 9,000 
Each 93,000 
Ench 55, 000 

tach 6D 
Z:.ch 128 
E>ch 6,000 
!llch 1,717 

Value 
(1000) 

100 

<00 
900 
800 

)0,000 

Catqor'J 7 

DiD USE 

Por uso 1ft rocl.a.1ai.at wood .. Wcst,.od l.a:nd 
and brQO.k1nc a.ow land for cult.h'at.ion, 
tc belp ccoo~>ot. roa!M 1n Ind~. 
1or aint£MnCO ot electric po1'C' aftd 
l 1sht.1ns t:.quipCDOnt 1n tho •crv1c~ or t.bc 
war af'tort. 

• • • 
Required tor tho .tg. of Bo.tt.ctrica: 112 
IncUa . Ebtiro output co.c·t.rollcd by Cicrft.. 

and rill bo olloeat.ocl t.o i.hc llllltorl' ODd 
R.t..F . in proportion or S0J tt.nd IJYI,, 1~ 
only for c!vilion usc . 
Dl4 uao of t.ho.o hu not 7 c;t bc.cn 
r ocoivod troa ln&Sta. 
TOT bat.t~pc:rat.od cloctrl c -.c.binc:a, 
171tc.,, and looo.;,t.hce 1n cl8oatiAl 
u11e, 

-

Rcft:rrod bnc)( by u.s. iiiU' Dopt.. tor inohaion 
in non-.mitiona progru. 

Regraded Unclassified



(U.S. ) COliFIDZifr L\L 
(BR. ) OOIIFIDE!Il'I.IL 

Flaeal 
c.4o DESCUPriOJ 

6)9 Ol.uo &.tlt. t or mcct.rJo Lup ~bl 
aaautaeturo 

6)9 Jloctrlc 1AIIp IIW.bl, c.ntral Scnlce abe.a 
n.ociAI rr.. 15 t.o lOCO •tt• 

6)9 Eloctrlc Laap Bulbi, ~t!'lt.u_ro 

IU .. lon ; DDt& SUPPLY 

Value 
Ulrlt Olontity ($000) 

Faeb 9,oext,OOO 

t:aeb 9,000,000 1600 

t:acb 2,000,000 

lliD USt 

~ brlcl .._..,. or tbo Lup poe I ti<>ft 1ft In41a 
b u toUowaa 
:.pproz. amaaa1 ooQ.IUapUon ot GG:nc:ral ·18, 000,000 
Llahi.IAI ""-• buoo! •• ,_,., "' 1911>. 
Loool .,...n.ou ... (..U.. upaclt7, 
not. rot. roecbod). ... 9,000,000 
th laDCco to be WpoM.od fr'OII oorcrsou 
Lnd uao h : - 9 ,otO,OOO 
11111....,. """'-" d-..1 alrood.J rocoiv od - lU 
l'uctor1_. ....S ll1lla - - 28$ 
I'UbUo !fora D<pt. or CoTt . or India - - 2$ 
lbll"'7• - - 5$ 
Ord.M.nco hct.oriu - - SJ 
Provincial Govt. and Eloo. undcM.aldncs - 25$ ... .,. - u 
Cb'U uocr under oont.rol - - 2lS 

ror flalhlSCM·I1 A\rt.O!IIObUo lr.ape, "tc. 1n 
o11ont1U u•o. 

Regraded Unclassified



(U.S.) COIII'll)llffW. 
(Bit. ) COIIPll)lllfW. 

lle:2 PUcol ... Code Dr.satiPI'IO!I 

639 Sparot tor Rcce1vora, Radio 
6)9 Radio Sot Tubca 

6)9 1'7'powriton, St.Md.ard and Portablo 

6)9 CUttin& Tool• 
6)9 Woodworkinc Tools 
6)9 ruoe ond Raapo 
6)9 Spuo• tor ~tic Toola 

6)9 lllobiDw)". ll!uil*l't 
•tcrialt ond S.pplico 
• JIUcgllan~ 

-

Ohlt 

$ 
1'4cb 

l:.Ch 

ll>ob 
t.. Toos 
$ 
$ 

$ 

Valuo 
~Ut7 (6000) EIID USE 

200 1\a.stlUcattcm. DOt yet reoatnd 
2SS,OOO lOO , , ••• India. 

u,ooo 1,000 tor UDO b)- .Wtory, 0oVar11110J'lt , 

o .. cnt.inl ttor ind~trio• on!J'. 
ond 

2).4,CJCX) 900 Por uao in ordnance tactorioe , 
140 :!()() thipyards, railway abope, 

)00 Md othar cseont1tl war I 

200 1nduetriea. 
.., 

1,800 For •sr lo4ustf'7. 

• Regraded Unclassified



(u.s.) oovmurrw. 
(BR. ) OOH!'IDOOL\L 

It ... P'i1cal 
llo, Code DESCitiPr Il>!l 

640 M~2ls hnd ~n![!ls 

64J. Stoel 
l , 'linplotG 
2. l)ill¢• 
) . RAila and acecaaor ios 
4. Hoopo an! strip 
5. Tuboe 
6. 11heols 1 t1l'oa & axles 
7, Bolte. o.nd nuts 
8. Tool st ool 
9. Bolla 

10. Bopo 

648 Qlhcr Motds A!!!ll Mln:!j!£!1& 

u . Forro·lblybdcnua 

12. Gbroae ungncsito 
Bricks and sll6poo 

-

Mission: INDIA SUPPLY 

Unit ~t1ty 

L.T. 28,000 
L.T . 40,000 
L.T. 78,()(X) 
L.T. u,ooo 
L.T. 5,000 
t..T • )2,000 
L:r. 6,500 
L:r. 1 ,)00 
L.T. 5,000 
L.T. 6,800 

L.T. 107 

L.T. 

Vtlluo 
(~) 

3,400 
1,400 
4,.400 
1,100 

600 
5,700 
1,000 
2,;l00 
1;000 
2,300 

100 

200 

.No<romber 2, 1944 

Catocory 7 

Includes (o.) W"lro ~po t or collleriu, 
shipping OJ)Or4t.ions 1 nU1wa.711, harbovtl, crt.c1 
(b) od.ll r olla t or ~tee1 rcll1zlc llilloJ boll_. 
tubes, rails, wheela, t:yrea and axlee far rail• 
....,.; (e) Unpl4te tor toads an! ~tao• tar 
tho anood toreeo; (d) bolts an! nuta tar ... 1D 
rrunitiona: production, ship r epair, ~ 
of rolling etock, ..uttary ¥cbicloe, N"'V' 
bridges, docks, etc. (e) hoop and .trip tot 
bo.U.ng juto, cotton oto. 

For \l.8o in tho Mnutact.ure of IU.ll Jolla ud 
Hish•Spccd Tool Stocla. 

Thos.o uo roquired tor uao 1A tbo ~ 
ot Stoel. m ot Mtor1a.le asked for .-H 
required b7 steel Industries 1ft Iadia tar -.1a­
tcna.neo ot turno.ccs. tho rctractoriu ubd 
tor oro oot proc.tu.eed. 1b India aDd no Rit.bl• 
aubcstitutoe have yet bean fou:nd. froa 
i ndiacnoua eourcoe . 

• Regraded Unclassified



( 

<". 
(u.s.) COlCI'moom 
(Ill. ) COIIPID!I'ri.AL 

•• 

111ul"'" ~;:oU SUPPLY 

JllfliC.Ull (If I.Cli>-LE:.SE JUmi!Ul.D<iSDURIIIl sr:.!lE ~ (n::Jl 19L5) 

• 

»ESC!U:PUO~ Unit 

650 CH!JliC.\LS 

Sulphur L.T. 

otbor ohamlws would bo lnolucl«! 1o tho follooS.na er<>"P:"I 

6)9 Bottay lht«r!W 
691) !)Te :md Rubber III!UtufACt.vrint ~t.U'11'l.la) 

Qu\ntity 

24, 000 

VUuo 
(llOOO) DID USE 

-- ~. l9L4 
C..t.ocor7 7 

Roquirod tor production ot SUlphuric .Acid 
tor War Industry. 

.. 

• Regraded Unclassified



< 
(. 

(v.s.l COIII'mEllfw. 
(Ill. l CXI!Pmmw. 

11.<11 Fbcal 
llo. Coclo DtSCalPfll)~ 

6?0 xmnp; w cwrHDil 

1\o,yon 4nd H)'lon ~brie and Cord tor T'yroo 

680 I l!CB!R PllODVCIS 

1. Orqoo Pino 

~. 680 lWII all tJpU 

) . 

• 

JaNiont DiOU. SUPPLY 

VnH (luallt lt.y 

LoJl8 
t.ons 

LOlli ~s.ooo 
toM 

Lone 20,000 
to .. 

~.600 

Voluo 
(SOOO) 

1,200 For tbo lltU'll.l.facturo of /.irero.tt. t)TOI tar tl!e 
u.s.t..t..F. 1n IncU.a. 

900 For eonstrueti.cn ot harbor licbtar• Md a.U 
cr41't ODd for ahip rop.a1r aoncrall1. 

) , )00 For ue and 41stribJt1on by tho Oo•~ 
cxclu.sbcl)o. IDdia Go.crfllllleDt. roq~ 
ba•c bocD ll>cr..,.od )~ by - neo41o, ...s 
ric1d eo.atrol.J ero pla.cod em tho u c ot 
pa. per ot tuV' Jd.Dd. 

For eoottrUct.i.oa of bodiea &ad Nd_lo boxca fer 
ltilltary Ycb.lelaa, eocblt and CUC0 'f'ONol.e, 
pontoons, ~t po.Dela tor &J.rcre.tt., ct.c. • 

• Regraded Unclassified



(v.s.) COIIFlDDrrUL 
(Ill. ) COIFlDEllrUL 

IUulona Il!DU SUPPLY 

E!l'riii.ITES OY LOOJ·LEASE 1\LQUlRD!EinS DURING STAGE ~ (nwt 1945) 

DISCIUPf]l)!l 

690 .W. Ofl!!lt co.lDl'riES A!lD .&Rr ICIJ:S NOT 
OTHIJt!l$E cUSSJl!W 

690 &bruhee 

690 Mat.eriale ror t.he atg. ot t.71"11 and 
other rubber lteu 

690 MerCNrlc Oxide, Red and Yellow 

690 Monollt• 'ut s.s, G •• • s. lo. 5 

690 111J.c•l laniOUII 

L.tona 650 

7,000 

1,. t.ona 6,000 
L. t.ont 19 

L.tona )9 

$ 

Valno 
(~) 

100 

100 

5,500 
100 

200 

100 

.... bIT 2, 1944 

Jill IJSI 

For ~ho .rc. ot griadi"'l wiiHlo uud in 
the uking ot ritla~, aach1rte gu.o81 &Dd oth• 
ordnance. 
C:Ubon 8loet -~be prodllCod in t .. u... fto 
roquir_,~ rlll be uod tor tho tollowilc 
pw"JlOI .. , b;r tbe lndicat,ed pcrcent.acea• ,_, 
(-, c,..u, aDd loroplo~M) ?OJ;, n.otrlool 
C.laloa 51>, ~ial Hoao 51>, Rail,... Pit~bop 
51>, cu llo.IU Sf;, l"'l' Poot_,. 41>, -
Pobr1 .. ~~ IDd. ShHt Paetinc ~. 11.1oc. It• 

For ate. of 101lltol7 .. hiclo and oircntt 
Roqulrod for oabodl.taent 1n lnt1toulinc -
poa1Uon uatd for the w.:t«rwat.or ,..at.eetloD 
tro• -.r1Dt peat• of •t....-e and t.nMporta. 
!11\irel:f tor ate. of l*int.o and ~~Too tor 
a111t.U7 uac. 
~ qut.lll.l.ti• ot ..,.,.,.,. --ial 
Mt.criab. 

• Regraded Unclassified



0 

"'-aA•• ouon 

BRITISH AIR COMMISSION 
17811 MAeaAC:HU~ AWHUIE 

WA8HIN GTON, D. C. 

Jll.,aiiiiNCI HO-··-.. ~·•••••• ............. . 

0 

ll'ith the coapU..enta ot Britieh .l1r Caaissioo 

who enclose lloothl.J' Report No , U covering 

.U.roratt Plight Delivery as at October 31, 1944. 

The Honourable HeJU7 llorgenthau, Jr . 
Secretary of the Treasury, 
li'ASHING!Cii , D. C. 

Noveaber 4, 1944. 

Regraded Unclassified
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IIF-262 
tiWI tel.ecna ..... t. be 
~ before beiac 
a •• at..d t.o Ull'-
oUier t.IIAa a Uonz rat 
~·DO)'· (~ 0) 

SeoHt.o17 ot State 

lluhington 

73SS, MoTeaber 4, lO P••• 

Dated IOT-.ber 4, 1944 

B.oc1 ci 9a26 p.a. 

P•rai••~oo tor entry into ~wit.aerl&Dd tor lSS 

S.pllar;lic ~ ... aont.ioa.ecl lut. paragraph your 3702 was 

obt.aiAecl troa Swiaa l'e<le. al Pollee aoae weeka ago by 

8al,y llqor. 

(Depar'-t.•a J?02, October )0.) .Problea ie how 

t.o &• t t hea out ot Bergoo Be.uen. Swiaa woulcl welcoae 

toral roquat. Ina S~ah Gonnaoot. concel'lling t his 

&roup aa t ala Jli6ht. perait Soiaa to apeciti~ raise 

qu.eat.ion ot their ciepariw'e wit.h Geraana. 

Jt 

:-l 

Regraded Unclassified
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S.Cr.ta~7 o~ State, 

,.. ... ~ 
322, lto..-..ber 4o 5 p.a. 

Pari a 

Dated llotwb&r 4, 1944 

!We' d 2t0l. p.a., Sth. 

FRal J. oiEPROIJall .u!l>!UCA!I J OI IIT DISTRIBUTION 

C{IL!ITrES PARIS ro J.OSES A. I.&\'ITr JDC Nm YORK 

r~ra Oct.ober 16. 

repreact.iJ16 et11Qanta depo.S.ta to be reiJ!Itwoaed to 

ownen. P'or t hh reuon and other nu:aa •• haTe oo 

illteraat to uee it ~or rel.iat purpoaea. Vi• preeont 

critical aituotion pleoeo aond tunda ureentl.T account 

Julea Je~royld.n Credit 14'onnaia Ap nea A. 0 . 2 

~Yerue Meaaine Paria; Mer i can joint account 1lill 

I1PS 

.. • 

Mlloe Clwaacq (~or ~ S.C'7) AtmN ' 
IlnuTf We, P'rht m, c-.utoa. IDdel, 
Pebl.a, ru ... 

Aake , ... ,.. Cfltl-. 
1 or, .__, *' .. WIIIQ_,..,._ .. 

Regraded Unclassified
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AI RGIIAII S!UI! 
ADCJIUII 11ft 

•cw. a.. 1~ 
" 2t 15 P.ll. 

Uuao10D. 

OD Oct o'Mr 2 , .. 'baa.,. a t Madr14 reporhd t hat llpaDhh 

\ 
Yhlt to C8IIJI•· 

J>leaM 4 lecnaaa •Uer with tha l'oralp Offlca with 

a rlew t o clarlt:rlllc thla •Uw. 

ltaU1D1u 

ll/1flta. 

Regraded Unclassified
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Pl. ... o bUYer t he folhwiiiC ... IICO t o l&eUoeh l.uta4t , y..._ llalm 

!e1 ..,h, froa Dand Worthela of t ho l'oalo ZioJI OrcaahaUoal 

CJ!Oft UPI.TliiO YOIIRS Prd KUIOVlftll ID'OIIIIS IIDilQilOft OOIOIIBIJIG 
ILOY.V:lA llllOGII'1' ! BIB ()QTT J &GllJI S:0. .TOlft ~ .Al'OS'roLlO llm.»-'D 
DU!IW. DIPI.OIU.H JIJ.flSU.Y.f. AIID .uaD M••&Jn lfJOO!Ufl IICIWIOI IJ!'DJJID 
JWI J'OR OIIQWI CIYILUJI IS BJo:LD PAR!IWIS. J'OR IIO!IO.UT UQIDIDD .Al'OII'!'OLIC 
DJI,JAAfl IU.Vl' .ALL CIIIJilODS DIOUJWI\ IWIC!U.UIU J'OR JJ:WI , llll UND 
8nQUL P_..,S8 IU8SI O:W to J UDAPII! AC'f .t.IDIIO LilliS IWIDI SB IUISI O .. 
Oa BI.JD Ci!AIIDWI ICI.O .AlfD PRII CE UltL S'roCIJIOUI .ASDIO ~ 'ro JJiD 
WJ.RII CIUI!UID OIIUWI UDCJOSS . SllmliSB OOIORUI OCIOII'l'DI lOW £ 0!1YI 
11 ~3 D!IUC !CI S J'OOilP.UCl:L SomxE J'OR COIICI:II'rllA!ION c.t.IIPI , .. 4 I~ 
(lOOTS . 1115:3 lflLL :i!IIDUIOR UPEDlft .T.&ULtll ltlft!IR. OICJIOD 

10130 • •• • 
ln•ber 4, 1944 

Kloo CbauaeoT ( fer tho Seo'T) ~rabaaooa , Ackor~UJ~, Colla , ~oh , 
hlodau, Bedel, to .. or, Jlaaaoa, llc:Coraa, J'Uoo. 

Regraded Unclassified
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:r, 
CW.S !0 lUI I IDa JOJIIIOI, I!'OCIW!lM, JOI Cll.llll, r.>K VA& DrUIJD :10-'IJ), 

Pl ... • 4eUnr the followiJic -•ace te Lava llarplh, Betel 

Coat1aeatal, ltoakhola, froe Joooph Sohw.no of tho Morlou Jewioh 

Jolat Diotr1'but1oa Co..tthll 

~D .USDIUIG YOUJi, C.&m.l CODIO!IOJ 116 nDISB 1\\'.t.Dtlll 
IIDOOllll .API'a)nJl !O'l'.&L $20,000 MUlllft IIHICII IIJIU!DD $111 ,000 
110'11 BliiUftllfO :a.t.LAIQ $15,000 UJml LICIIIBI ltiiiR 861011-'. 
BE.tr lWilSB BUOO:US J'li!M $~,000. -.ci!UD ~ 11, lNI 
.t.DDI!IOI.&L $36,000 IIWIU'&IUD IIICJKBa 21, t1,000 IQI!BLT 
.APPLICWILI: Q:.Ja.&L JtJDQft, lt»>U! YOU COJ8UL! l'f:ll OLS• 
LlObSZ 6.e481., IIHIL!! 11000 .O!IIJD:EG liAS BaPJ'IJL '1'0 US 11 
PAS! VlZ'If lilS PUSD'l' II!A1'08 AS :Rlii'UGD ULI:In l'r IICl\ILD U 
BIS'l' 10'1' B.l'B HIM CLOS:ILT lDlllft'IJ'I:ID OUR VOBI:, PL.Aif U'1'tllU! 
LISBOII' D:ROO'rli LONDOB !WILT orr Vm:, tllf:,l'OD 

'l'BIS lS V1DI S'l'OCKHOLM CABLE 110 , 2311, 

10&80 •••• 
lo..abor 4, 1944 

Mill 0haUBCIJ ( for tho Sec'J) Abrahauoa, -'cko~, Colla, ili!Joh, 
hi~. Bou1, Loner, Xaaaoa, XoCorwaclt, J'i1••· 

Regraded Unclassified



The War Refugee Board requests t hat the tollOiring message be 
transmitted to t!T. Fritz Hollander, Concraea Cornittea, Postbox 73o6, 
Stockholm, !J)Oin Dr. 1!.\lballitzld., World Jnish Cor~gt"ese a 

UOTE Thanks your message )0/10 will advise you next days . 
Kindly have !oodparcels !orwarded !ollowing Bergenbelsen i nmatesa 
HAlls, Lotte and SUsi Andorn, Rosa Berger, Izak Lina and Franoinka 
Birnbaum, Bermo and noroti\Ja Bot h, Henry and Rebecca van Easo, 
Robert and Louisjacobi Holbine, Goldo and Uridan Kohn, !.lax and 
Dora Lauinger, Blumegr o:Js Ll. ebenr.ann and daughter, Kurt Herta and 
!:.'Vi !:e,w.ann, Claire, !'nrtin, Jacques and !lalph Perlberger, Dora, 
Felicia :.:a.r'pnnorbert and :lendrykjozef Reich. ill!QUOTE 

711!5 IS liRB S'i'OC!a!OU! CA:JIJ:: HO. 2Jo. 

1:45 p. m. 
Nove~:~ bar 4, 1944 

Regraded Unclassified
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MP!a'PUW ,., .... 
Ww 111 ,_ 4432, a.t.ober 31 MIS t.e..s,.,, .. • ec1et'dc:l pas A ill -..U.Uoa ~.• The C-Ia Caatw1Una GD Pr.l.l: U 

ot \lui' ._., 'r .... 1 ta betoonn cen.iD J a, ~ wUc:! w a1'dl1a ..t' = h drte'nc:l 11r \'- w.r ...S wtD an Mld to '-UMrlllr eec1et'dud to ~ .._ ot pr:t a of war Uwa ... obt!!!'Jhl U. - r1cJI&u ...S pr1Y" a• u et.lit&J7 ~ru ot _.. s.taldwl'"• • lald ill speo1e' e:b1l1.en t-t a __. -1 ;craud uu &h x•u=- to-ut .. ot tbulr aats-"tr MIS an 1 teet ftc* .ai prt.ytl a• 4Mwibud ill\'- ocu uoa .ell au 1 :•tob .ai 1 c11pt of -'.!J.;-=~ of !bod pPI'MU en1 
~ end 'I'S.e1.tu 'r Iutw-• .a... Pw • dote'nc:l 'r --. ao•• -tu 111 -~ ..... -b au lel.-111 11-. 
lieftw'bNok .ai "'*- - J:Dt WIWc:l tir t'-u acz d P .ai u..l-- D 17 ruferrc:l W M " sdetlet..s pw ••• • a ~a_~ .. 4 .. , f/6 *' · s .,..._ u.t. u. 8Derd'• puue1 
prap 1; 9) t. proc- ,.._ S M11 IIIJit detler 111111ertalr'n .. -dl.ructed 1A In pS DC witb Blr,...,.... 4C1 to llltliDr1sillg ~NCI e 
ot \!lle ......_ 

n- 1 4 bid'• ... 1 1 tetua w m.uler for ld.u WW'It ill 
at a....e• _. JIPI"Ml.e for t_.... 

l fii'i'1liWS 
(.t.n.1J!c) 

Regraded Unclassified
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'J'Ot 

tllDa 

CWIOTP1 1m or mpp•y ~ 

~ t .,.or,.•··~ 

.IMr1ou!. ,, ...... 

•• 2 r 4. 1944 

Wwwe 1.1 Mde to ,..r '1163 ot Oftat.r & I' 5 2 

Clld a.- f1lll6...,.. 111\b eGt.1ca <SS ted"' Or ''· a •• 

eathrwlt.1• I I "nal7 111t baat ~. la ~ 111\aa 

•' et h to GlUt rt1p ~ -.,ted S~ Clld o\Mr Alllr1-. 

Pee 2""• •t *I dtla w11iu-\ dlda __ ._., • ._. ntw 1 1e _.. 

to Deprt 0 
•• U69 of ,...u u. 19121 ot .,.. 6 .... 2141 ~ ....... 

!Jib 1.1 WD ... .a.1e -. ~ 

ita"''* 
'sM .. 

Regraded Unclassified
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Gl&-19 
TIUa t.eUcn- aut. be 
puaphrue4 betor. be!ac 
e tcat.H \o ~ 
oU..r l.b&e • GoY&~\ 
A&•DGJ• ( SWU.T 0) 

Secre 1.a.J7 ot S W. t.e, 

7)2) , JoYeaber 4, 9 a.a. 
FUh ,.kJj i hi.AI KCCWJ.LAND 

lllt."-1 aou hr 4, 1944 

ae.•d la)O P•• • 

1Dtoz.at.1.oa cucon1.a& Ucbo- liuaer....aa 1a ut. 

au\boa\ic. Ow' au..rcb tor \.be .. pes·~~en&l.itJ.ea Wbieh 

beg~oa lea' a.;o 1 .... ro~ae4 un~R&cco .. tul. 

Accord1.a~; .lut. 1.ato.._ tJ.oa Rabbi o f Wwt.ra 

hiddn M•nboro 1.a Slovkld.a. See Lo'-.. 1.1oa'a 7:324 W<>a7 

for bal.uco \ill. -•aage which ia t'or Uai<>a Ort.bedox 

Rabbis rr .. Ston.blich. 

-::J r -·1 I 

• 

Regraded Unclassified
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,.,,, ... 
IIIMd •: 2 r 4. 1944 

Rec1cl 2133 p.a. 

nu, ••iliillber 4, 10 .... 

QrUf~ cable& that HeetadNt. Poallla (Zioui.t. 
JMor Part...r) arnnp4 with Socln•t tor l.A:rp -a 
~on tJ"Oa a..nta md baa alNadf purclla.Md 
~r. U tledera\1on 1e to dlpencl on I'_. 2 uto 
ad Soollllla\ it wUl '-11c111 cbeacea of ..uuiat..cl 
...S Oftka ' z, Pe\NC& 111:1 oolleasua •am t.bat 
collaboration with Socbmt 1.11 a dqerou p.rn11Ml 
• Soo' I> OOIIIIidwre ..S.gration u an alil'ah z 'Mr 
\MD u ~• wortt. About. one a!ll1on MJlare wUl 
be 11 117 to c&r17 oat rational -.,.uon pl-. 
Adrie.bU pll"Chue st 1 re u charter1Jic appareat.lT 
«<IIJ Mi.,.., alt~ both can be done. Urseat. act1CIIl 
nen111J7 • • it 1a contidentallJ underetood d.anrer 
all eerUticatM iaaued MiJ be ......ulAd. .Also 
nec:e11114J7 aepara\e all ulliatancc to Orthodox 1n 
-t.rl•• wban hoet1llt1ca han ceued to awoid 
profanhtQI ,..;,igioa ad anti-~ propaa&lld& 
.a:11C old.l.IIJwt alil'eho lfl>r NICUII worlt 1JI ~ 
p.a:os:on adlbl "'nfel Z1ml 1n Sofia and tor Cnace, 
n.btd. ...U. a\ A\t 1, • pro~ 0111' o..,...,settaa 
J..ncl lllla ,._ cooantri•. 

GrUt~ ala nqa~ 1'101000 pllftllue n 1 r 
f01r 8 'ep~ 

.....,.._ aloe .. -u.ct for ,00 cllpartuea rra. 
1-..m.a to 'l'vltcqJ I:Urtbel" 1,000 will follDw. Be 
"';nne 1.00,000 Sll1.a traaoa tor -~~ 300 dtpa!'I>Vw. 

Ov ....... del ... \e ~o ........ ,.,..... ...-1 ot 
iWIIIl SaU-' A1x L. III1M tor 61000 8IMe traaoe 
a :111 r, cs ft tw U.. th 100 c~ 11...S., 
11111111' wnt=,. t:Jipi.al _. ,.ut'-1 ....u.u- wltJa 
~~~ ~ n- wi:re inet.ni:Ua •· 

Regraded Unclassified
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7334, foart.b. 

FOR l11tl l'R01I UC ctELL\ND 

Il&tad •• s r 4. 1944 

Btc ' d )I~ P .... ,_._ 

For Leant.t. o! Joint 01at.r1but.1on ea..s.tt. • .trca 

Sal,y ltqer • 

"i.ould JOU ~ cable • what Joe Scblut.u 

?1- are.• 

IWIIISOI 

Rll 

3. 

Regraded Unclassified
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TO a 

DATED a 

IUAPIIIAia C'l m PM RSC&IVD 

~x.pu.,~~n 

7344 

The foll.oorinj; ie troll 1t111gner for Kubcar1t.ald of :torl.d .-ut1 

Cor~CNN· Froo UcClellJin<.l ! or wnu. 
on the baeu of report recoi vod floOD 31riee ter et10D, ICRC 

trllll8a1tt.ed tollow1ng 1nt01'1111tiun to ll8 1n contidence with recard \o 81\MUOD • 

ot Jen 1n ~apest. 

1. Hunr.arbn o.t'!iciw roco;plised Sldn proWOUOD .. ,.... 

2. Recogni t.ion wu oot accorded Jndi11b protllctiOD .. ,.... 

). !)lportatl on wae not cado of male ~ab popul.a\10DJ UW,. 

wore eont for outside work on f ortif1o•t.1on. 

1.. It ia nid UIU •UIU"e ill ge~al, app~ W ' I 0 

!1. ;:n ~apeet., Jewieh invelida, old perecme, - 8111:1 

children hne boon lo!t 1.n their hOUMe. 

6. Foodetutte • nd clot.binr. tor cat.esory 5 lui.,. a.- Nq n ll'lell 

urgently froa ICRC. 

You ere reqlllllted \o t el•IIJ"aph 1t 70il are i.ncl.ined \o '-1111 ~ 

1n uch relief and what quautl. t 7 yo~& haYe on hldd. 

DC!ltO,. 

U-l<>-44 

IC1• Cluu&l»e;:r (tor the Sllo'7) AbnbaMoo, Ace--, Akain, Cohn, Jlrllr71 

D&Bo1•, Pl'1edllan, cutoo, llodel, teNor, lau'lal, llaaDOD, ~t~Cca =k, Mle, 
P'iloe. 

Regraded Unclassified
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».AB au 
IIWt iele&na _, be 
,.......... beton bela& 
---.. tell to ...... 
o\laon' U.. a Qowe~\ 
4~· (~TO) 

•••h1Djl\all. 
7)47, ~ 4, a ., ••• 
fUll 1diB fHuil WX:I k I I ,AND. 

• 

l>e.,..r\MD\0 a )657, Oel.O'ber 26 an4 3729, Oel.Ober )l • 

.t.a a\ateoi 1a l.ejp<t10A 0 • 68)7 Oc\Ober 13, lrier 
allll C~\ haft iGII• \o Lmr hlr& for inriet1a1\e 
per1ocl aM I llraft DO reli&ble 1rnjl\&lar or re,w..r 
roew of oo; •e l eaUJI& wl\b to.. I ahall at~\ bowe'f'er 
reMiYM oietaila froa t hea u \o apeoi.tic relief 
-. 1a "'•xeehur& fi'oa whicb UM•• l\!Ma COI&lAi be 
,~~ron to.b.l,y ueo& &lao .,oaai ble cbenDela of reUet 1.t 
t>ZI:f f or Luxrabur& liepor\eea labor an4 ot.bel"'liM 1D 
Qel'MII(I'. 

To w;r llao•lM&e uei t.ber lrier DOr Cl .. ent bo.Ye oie­
nlopea 1o1111 plaAa fur ua1D11 eit.ber DUtch or Bel c;S "' t\&Ma 
at pna•\ here 1a .,.. \MM\or)'. tbq are ~ 
1a\erea\M 1D reUef tor \heir oea OOWltr)". 

fie are att..pt14& Moure 1Dror.a\1oa fNa OlAI.-bnMik 
1a ~oa wbet.Mr equift.l.an\ of 190, 000 -• nwr MM 
aftil.dle to labor ~:N~&.II• 1a IIDl.luloi (I>epan..t.•a )6S,, 
Oe\ober :16) . U ao w1ll pq ~tell lliDUter bere u iDat.nldoM. 

Oil lioYe.ber l, I recei'fM 2130))6 liwlaa fruoa u\ frca 
~ 'IIUbelaina tw .. \br<Np e.ua b t.loaa.l .... 

.t.a 1t 1a exceMiDw oii.tfi.U\ it ~tGt larp.l,y iagoaaible 
to .,_.. 110nq a.Lre..q 1D ben4l 1a aooaN.uaee Wi\ll wne of ori p.aal 
Uc••• an4 1D abaeaoe of ot.lwr 1Da\ruo\1oM l •t.ronc.l,y reeo e' 
\boo.\ DO (repeat 110) t\u't!Mr ~tt.aucea fr011 UIIF ot tiMM \liNe 
or,aDiaaUou aboulll be ..... \o BerD •• -"7 1a •relJ' .... 
cu• •l•Unc 1D haDk an4 Mn1.A& 110 W..tiU. gu.rpGH apparea\ \o Ho 

MtJ,IUSQI 

Regraded Unclassified



( 

( 

( 

Seo ... \&ry or St ... te 

3114, Nov .. ber 4, 3 p,a, 

•JJ+R• 1S 10. 177 

Dated lionuor •• 194' 

Reo 1d 4115 p.a., 5th 

• or 70ur 1n!oraat1on on !oveaber 3 a group o! 

80 peraona proeee41ng to Pa1aat1ne arrived in 
I 

Iatanbul by rail troa llulpria, 'l'hq 1ne1a ted 24 

•~n who escaped to Sotia from the Bor ainea 

Y~~&oa1avia, 50 children under the • children 1 a 

aoheaa• and 6 adultft eacorta for the children. It 

t a planned that the7 depart t or Pa1eotine during the 

next tev dqo. 

Regraded Unclassified
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S!CRtl' COPY NO lJ 

OPTEL Nol 358 

' Intor=ation received up to 10 ~.~. 4th November 1944. 

1.~ 

On let /2nd. hfotor Tol'J)edo Boats at a torce ot two trawlers 
tour LOT's and three E-Boats ott H\JOK OJ' HOLLI.NI1t one trawler 
believed sunk. 

2 • loiiLIT.:.RY 

\'/astern Front 7th 0. S . l..rmy bas made turther local 
gains VOSONEJ sector Jn 25 oile rront . J . K. 

end 11.::;. Forces continua to s dv .nee a lO\ 'ly south or D:W<ci!E ..nd 
e ra n0\7 within one oile or :.!EIJE.L. North ot baED:. we have 
secured three bridgebeeds over DINrZl. tr ..N> C .Khl. . South or 
SCilEIJ)T oll Gar= .,esistance no·,.. ee~od; nor th bank we bold 
coast line WALCliZRXN ISLnND trom DO:.:BURO to FlO:>F.INO and have 
captured ell coastal ~ositions ~nd guns co-~ding Estuary, 
~1r~RP c~~rocehes thus tree tro~ interference and minesweeping 
has started. During 2nd/ 3rd, sueesstul ooonult crossing made 
two lllilea south of the eouse'"'-Y to :/,..l.Cl.E.REN ISL.:.IID; troops 
from this bridgehead are :novin,: nortb\leat. 

Eaatern Front Bet\:een Tl3ZJ. and DJ.iruBE, .r<ussiOJle h:>ve 
now 11dvancod to w1 tbin 12 miles or BUI.IJ.?EST. 

3. IJR OPERl.Tl();{3 

V:oatern .Front 2nd/3rd, DU3SELtOR.J'. 4,-173 tons including 
501 4,000 lb. bo~ba ~d 704 tons incendi~ry; 

clear weather with ~ood vic1b1llty -nd very good results; one 
pcrtlculorly iBpressive explosion r eoorted ; coneider~ble f10bter 
opposition, tive jet- propelled ;.nd two othor ciror=tt el~ed 
destroyed, 20 ~squitoes successtully :tt~e~ed 21 tr~ins . 

3rd. 145 medium bombers cttcc~ed r ) ilw3y bridges 
V:ESTERN CERW.NY vith unobs erved r oaults. 85& fighter~ and 
tighter bombers (11 mis s ing) opsr:tad over bcttle ~re~ . 

3rd/4th. 53 Hosquitoes ::tto.oked BElU.IN through cloud ; 
wight were oent to ffilRFORD, 8 miles Nortbocat BIELFELD. :.11 returned o~tely. 

Medlterrcne~ 2nd . Jper .tions seve r ely r oetrietad by 
we::.ther . 

3rd. 47 ~ecvy oo~bers modo ligb t o. tt~cke by Pctbtinder 
t oohni ruo on obJoct ivee ":;OlJTEERN CE!e:..;IY ond I..USTRIJ.. 

Regraded Unclassified
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