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amortization deduction provided in subsection (a), using
an amortization period beginning with the month follow-
ing the month in which the emergency facility was com-

pleted or acquired and ending as of the end of the month

within which such proclamation was issued or within
which occurred the date specified in snch certificate,
whichever is the earlier.

“(4) The election provided in paragraph (1), (2},
or (3) shall be made by filing with the Commissioner,
in such manner, in such form, and within such time, as
the Commissioner with the approval of the Secretary
may by regulations preseribe, a statement of such elee-
tion. When such election has been so made, then, under
regulations prescribed by the Commissioner with the
approval of the Seeretary, the taxes for all taxable
years, beginning with the taxable year in which the
amortization period began, shall be computed in ac-
cordance with an amortization deduction computed in
accordance with the method provided in subsection (a),
but using (in lien of the sixty-month period provided
in-such subsection) the amortization period specified in

paragraph (1), (2), or (3), as the case may be.

“(5) RECOMPUTATION OF TAX IN CASE OF ELEC-

1108 UNpER THIS SupsecrioN.—If the adjustment of

the income or excess-profits tax linbility for any taxable




86

y to give effect to paragraph (4) of this

year ne

subsection is prevented (A) on the date of the certifi-
cate of the Secretary of War or the Secretary of the
Navy or on the date of the President’s proclamation,
whichever is the basis of the taxpayer's election under
this subsection, or (B) within one year from such
date, by any provision of law (other than this paragraph
and other than seetion 3761, relating to compromises),
an adjustment of the tax liability shall nevertheless be

notice of defi-

made if i cet of such taxable yea

cieney is mailed or & claim for refund is filed, as the
case may be, within one year after the date of such
certificate or such proclamation, whichever is the basis
of the taxpayer’s election under this subsection. If at
the time of the mailing of snch notice of deficiency or
the filing of such elaim for refund, the adjustment is so
prevented, then the amonnt of the adjustment anthor-
ized in this paragraph shall be limited to the increase or
decrease in the tax previously determined for such

taxable vear which results solely from the effect of

paragraph (4) of this subsection, and such amount shall
be assessed and collected, or eredited or refunded, in the
same manner as if it were a deficiency or an overpay-

ment, as the case may he, for such taxable year and

as if on the date of such certificate or such proclamation,
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whichever is the basis of the taxpayer’s election under
this subsection, one year remained before the expiration
of the periods of limitation upon assessment or filing
claim for refund for the taxable year. The tax previ-
ously determined shall be ascertained in accordance with
section 8801 (d). The amount to be assessed and
collected under this paragraph in the same manner as

if it were a deficiency, or to be refunded or credited in

the same manner as if it were an overpayment, shall
not be diminished by any credit or set-off based upon
any item, inclusion, deduction, credit, exemption, gain,
or loss, other than ome resulting from the effect of
paragraph (4) of this subsection, Such smount, if paid,
shall not be recovered by a elaim or suit for refund or
snit for erroneous refond based upon any item, inclu-
sion, deduction, credit, exemption, gain, or loss, other
than one resulting from the effect of paragraph (4) of
this subsection.

“(e) DEFINITIONS.—

“(1) EmercENcY FACILITY.—As used in this see-

tion, the term ‘emergency facility’ means any land,

building, machinery, or equipment, or part thereof, the
construction, reconstruction, erection, or installation of
which was completed after July 10, 1940, or which was

acquired after such date, and with respect to which a

certificate under subsection (f) has been made.
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CY PERIOD.—As

“(2) Emen ised in this section,

the term ‘emergency period’ means the period beginning
July 10, 1940, and ending on the date on which the
President proclaims that the utilization of a substantial
portion of the emergency facilities with respect to which
certifications under subsection (f) have been made, is no
longer required in the interest of national defense,

“(f) DETERMINATION OF ADJUSTED BAsis or ExEg-

¢y Facnary.—In determining, for the purposes of sub-

section (a) or subsection (h), the adjusted basis of an

emergency facility—

“(1) There shall be included only so much of

the amount otherwise constituting snch adjusted basis
as is properly attributable to such construction, recon-

struction, ercetion, installation, or acquisition after July

10, 1940, as the Advisory Commission to the Council

of National Defense and cither the Secretary of War or
the Secretary of the Navy have certified, within the

nd

time specified in paragraph (3) of this subsection

ibe,

under such regulations as the President may pres
as necessary in the interest of national defense during the
emergency period;

“(2) After the completion or acquisition of any
emergeney facility with respect to which a certificate

under puragraph (1) hos been made, any cxpenditure
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(attributable to such facility and to the period after such
completion or acquisition) which does not represent
construetion, reconstruction, erection, installation, or

acquisition included in such certificate, but with respeet

to which a separate certificate is made under paragraph
(1), shall not be applied in adjustment of the basis of

such facility and shall be considered as an expenditure

with respeet to a new emergency facility; and

“(8) The certificate provided for in paragraph
(1) shall bave no effect nnless made before whichever
of the following dates is the Inter: (A) The beginning
of such construction, reconstruetion, erection, or instal-
lation, or the date of such acquisition, or (B) the six-
tieth day after the date of the enactment of the Second
Revenue Act of 1940,
“(g) Depreciatioy Depveriox.—If the adjusted

basis of the emergeney facility computed without regard to

subsection (f) of this section is in excess of the adjusted
basis computed under such subseetion, the dednction pro-
vided by section 23 (1) shall, despite the provisions of sub-
section (a) of this section, be allowed with respect to such
emergency facility as if its adjusted basis were an amount
equal to the amount of such excess.

(h) PaymeEnT BY UNTTED STATES OF UNAMORTIZED

Oost oF FaciLrry.—If an amount is properly includible
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1 in the gross income of the taxpayer on account of a pay- 1 widen
2 ment with respect to an emergency facility and such pay- ¢4 wim
3 ment is certified as provided in this paragraph, then, at the i teairits
4 clection of the taxpayer in its return for the taxable year I e co
5 in which such amount is so includible— Ay
6 “(1) The amortization deduction for the month i rtntion d
7 in which such amount is so includible shall (in lien T ity the de
8 of the amount of the deduction for such month com- b serount of
9 puted under subsection (a)) be the amonnt so includ- ! ickdible shal
10 ible, but such deduction shall not be in excess of the | dedacion om
1 adjusted basis of the emergency facility as of the end T e dsted
12 of such month (computed without regard to any amorti- ! mid
13 zation deduction for such month). Payments referred U vt allows
14 to in this paragraph shall be payments the amounts of 1 i)
15 e certified, under such regulations as the Presi- T —
16 dent may preseribe, by either the Secretary of War ¥ e iking e
17 or the Seeretary of the Navy as compensation to the T s
18 taxpayer for the unamortized cost of the emergency 'IW::I::n:n
19 facility made ) “MM;E
20 “(A) A contract with the United States in- iy .
bus volving the use of the facility has been terminated :":;Tt:m
22 by its terms or by cancellation, or o il
2 “(B) the taxpayer had reasonable grounds iy, -
| 24 (either from provisions of a controct with the United P diah

x
=z
4
£

‘ 25 States involving the use of the facility, or from .
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91
written or oral representations made under author-
ity of the United States) for anticipating future
contracts involving the use of the facility, which
future contracts have not bheen made.
“(2) In case the taxpayer is not entitled to any

amortization deduction with respect to the emergency

facility the deduction allowable under section 23 (1)
on account of the month in which such amount is so
includible shall be increased by such amount, but such
deduction on account of such month shall not be in excess
of the adjusted basis of the emergency facility as of the
end of such month (computed without regard to any
amount allowable, on account of such month, under
section 23 (1) or this paragraph).
“(i) Destruction, Ero., or Facmrry.—Any tax-
payer taking deductions for amortization of emergency fa-
cilities pursuant to the provisions of this section may not

thereafter destroy, demolish, impair, or substantially alter

such emergency facilities without the consent in writing of

the Secretary of War or of the Secrctary of the Navy. In

the event such consent is not given within a period of ninety
days from the date of receipt of written request therefor, the
Secretary of War or the Seeretary of the Navy, as the case
may be, shall and he is hereby directed to purchase such

facilities at a price which he shall fix not to exceed the ad-
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justed basis but not to be less than $1.  Tn case such facilities
consist of buildings, or fixtures not removable without sub-
stantially affecting the structure to which the same are af-
fixed, the taxpayer shall have an option to repurchase such
facilities at the price which he was paid before such facilities
are resold to any other person.

“(j) Cox

eNT T0 PROVISIONS OF SUBSECTION (i).—
No deduction for amortization under the provisions of this
section shall be allowed in any case unless the taxpayer
files with the Commissioner a signed statement acknowl-
edging, and consenting fo the application of, the provisions

of subsection (i). Such st

ement shall be signed and ac-
knowledged under oath by the person or persons required
to swear to returns made by the corporation under this
chapter.

“(k) Pexavry vor Destrucrion, Erc., oF Faci-

11y, —If the Secretary of War or the Secretary of the Navy
certifies to the Secretary of the Treasury that a taxpayer sub-
jeet to the provisions of subseetion (i) has wilfully destroyed,
demolished, impaired, or altered substantinlly any emergency
facility without having first obtained the written consent
of the Secretary of War or the Secretary of the Navy to
such destruction, demolition, impairment, or alteration, then
such taxpayer shall be liable to a penalty in an amount equal

to the unadjusted basis of such facility in the hands of the
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taxpayer for the purpose of computing gain, to be assessed,
collected, and paid in the same manner as if it were a tax
imposed by this chapter. Such penalty may be nssessed
or a proceeding in court for the collection of such penalty
may be begun without assessment at any time within one
year after the date of such certification.”

TITLE TII—SUSPENSION OF PROFIT-LIMIT-
ING PROVISIONS OF THE VINSON ACT
Sec. 301. The provisions of section 3 of the Act of

March 27, 1934 (48 Stat. 505; 34 U. 8. C., sec. 496),

as amended, beginning with the first proviso thereof, and

section 2 (b) of the Act of June 28, 1940 (Public, Num-
bered 671, Seventy-sixth Congress, third session), shall not
apply to contracts or subeontracts for the construction or
manufacture of any complete naval vessel or any Army or

Navy aircraft, or any portion thereof, which are entered

into or completed in any taxable year to which the excess

profits tax provided in subchapter E of Chapter 2 of the

Internal Revenue Code is applicable or would be applicable

if the contractor or subcontractor, as the case may be, were a

corporation, and any agreement to pay into the Treasury

profit in excess of 10 per centum, 12 per centum, or B per

centum, as the ease may be, of the contract prices of any sach

contracts or subcontracts shall be without effect.
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TITLE IV—AMENDMENTS TO INTERNAL
REVENUE CODE
SEC. 401. EARNINGS AND PROFITS OF CORPORATIONS.
(a) UxpEr INTERNAL REvENUE CopE—Section 115
of the Internal Revenne Code is amended by inserting at
the end thereof the following new subsection:

“(1) Errecr oX Earxiys axp Prorirs oF Recos-

¥ITI0N OF (GAT¥ on Loss axp oF Recerer oF Tax-Free
DistripurioNs.—Gain or loss from the sale or other dis-

position (after February 28, 1913) of property by a cor-

poration shall incrcase or decrease its earnings and profits
(for any period beginning after February 28, 1913) to,
but not beyond, the extent to which such gain or loss was
(under the law applicable to the year in which such sale or
disposition was made) recognized in computing net income,
or (in the case of loss) would have been so recognized
under such law if under such law the basis (including a sub-
stituted basis) for determining the loss had been the fair
market value on March 1, 1913, if higher than a basis
otherwise determined. Where in determining the adjusted
basis used in computing such recognized gain or loss, the
adjustment to the basis (or, in the case of loss, the fair
market value on March 1, 1913, if such value is higher than

the basis) is different from the adjustment to such basis

proper for the purpose of determining earnings and profits,
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1 then the latter adjustment shall be used in determining the

[

increase or decrease above provided. Where a corporation

0

i 8 receives (aftor Pebruary 28, 1913) a distribution from a '
%MM 4 second corporation which (under the law applicable to the
- L] 5 year in which the distribution was made) was not a taxable
6 0 6 dividend to the shareholders of the second corporation, the ;
Y 40 Permg T amount of such distribution shall not increase the earnings
v ot R L5 8 and profits (for any period beginning after February 28,
11T 9 1918) of the first corporation in the following cases:
5 190) d py 10 “(1) No such inerease shall be made in respect
- decrram s g ol u of the part of such distribution which (under such law)
ag sher Friewy 3 % 2 is directly applied in reduction of the basis of the stock
ot b wiidh md pa e 13 in respect of which the distribution was made.
p to the VA Y 14 “(2) No such increase shall be made if (under
gl 8 cpE ¥ 15 such law) the distribution causes the basis of the stock
| woull b b 2 16 in respect of which the distribution was made to be
.n.'hhi~"""" 17 allocated between such stock and the property received.
Mhhgm 18 Nothing in this subscetion shall affect the extent to which
' m“*s.: 19 yecumulated carnings and profits are increased by reason of
o 20 increase in vale of property ncerned before March 1, 1913.”
m.h‘ ¥ oL (b) Errective D ‘I.' oF AmexpMENT.—The amend-
;.imﬁg'r = 1) ErFrecTIVE A.\1 AMEND) E

: is? = ment made by subsection (a) shall be applicable to taxable
b= 23 aitt ;

g years beginning after December 31, 1938,

S (e) Usprr Prior Acts.—The following rules shall be

applied, for the purposes of the Revenue Act of 1938 or
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any prior Revenue Act as if such rules were a part of each
such Act when it was enacted, in determining the earnings
and profits of a corporation for any period after February
28, 1913: Gain or loss from the sale or other disposition
(after February 28, 1913) of property by a corporation
shall increase or decrease its earnings and profits (for any
period beginning after February 28, 1913) to, but not
beyond, the extent to which such gain or loss was (under
the law applicable to the year in which such sale or dis-
position was mnde) recognized in computing net income,
or (in the case of loss) would have been so recognized under
such law if under such law the basis (including a substituted
basis) for determining the loss had been the fair market
value on March 1, 1913, if higher than a basis otherwise
determined. Where in determining the adjusted basis used
in computing such recognized gain or loss, the adjustment

to the basis (or, in the ecase of loss, the fair market value

on March 1, 1913, if such value is higher than the ba

is different from the adjustment to such basis proper for

the purpose of determining earni and profits, then the
latter adjustment shall be used in determining the increase
or decrease above provided, Where a corporation receives
(after February 28, 1913) a distribution from a second

corporation which (under the law applicable to the year

in which the distribution was made) was not a taxable
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dividend to the shareholders of the second corporation, the
amount of such distribution shall not increase the earnings
and profits (for any period heginning after February 28,
1913) of the first corporation in the following cases:

(1) No such increase shall be made in respect of
the part of such distribution which (under such law) is
directly applied in reduction of the basis of the stock
in respeet of which the distribution was made.

(2) No such increase shall be made if (under such
lIaw) the distribution causes the basis of the stock in
respect of which the distribution was made to be allocated
between such stock and the property received.

Nothing in this subsection shall affect the extent to which

accnmulated earnings and profits are inereased by reason

of inerease in value of property accrued before March 1,

1913.

SEC. 402. TAX OF SHAREHOLDERS OF PERSONAL SERVICE
CORPORATIONS.

The Internal Revenue Code is amended by inserting
after section 373 the following new Supplement:
“Supplement S—Tax of Shareholders of Personal Service

Corporations
“SEC. 391. APPLICABILITY OF SUPPLEMENT.
“Tf & personal service corporation (as defined in seetion

723) is exempt under such section for any tazable year from

H.R. 10413—7
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the excess profits tax imposed by such subchapter, the pro-
visions of this Supplement shall be applicable with respect
to each shareholder of such corporation who was a share-
holder in such corporation on the last day of such taxable
year of the corporation.
“SEC. 392. UNDISTRIBUTED SUPPLEMENT S NET INCOME.

“Por the purposes of this chapter, the term ‘undis-
tributed Supplement 8 net income’ means the Supplement
S net income (as defined in section 393) minns the amount

of the dividends paid during the taxable year. TFor the

purposes of this section the amount of dividends paid shall
be computed in the same manner as provided in subsections
(d), (e), (f), (g), (h), and (i) of section 27 for the
purpose of the basic surtax credit provided in section 27,
“SEC. 393. SUPPLEMENT S NET INCOME.

“For the purposes of this chapter ‘Supplement S net
income’ means the net income, except that there shall be

allowed as additional deduetions—

“(a) The Federal income tax payable under this chap-
ter for the taxable year; and

“(b) In lieu of the deduction allowed hy section 23
(q), contributions or gifts, payment of which is made within
the taxable year, to or for the use of doneces described in

section 23 (q) for the purposes therein specified, to am

amount which does not exceed 15 per centum of the cor-
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poration’s net income, computed without the benefit of this

subsection and section 23 (q).

“3EC, 394. CORPORATION INCOME TAXED TO SHAREHOLD-
ERS.

“(a) GeNErRAL Rune—~The undistributed Supplement
8 net income of a personal service corporation shall be in-
cluded in the gross income of the shareholders in the manner
and to the extent set forth in this Supplement.

“(b) Amouvxt INoLUDED IN (ross INcomm.—Each
shareholder who, on the last day of the taxable year of the
corporation, was a shareholder in such corporation shall in-
clude in his gross income, as a dividend, for the taxable
year in which or with which the taxable year of the corpora-
tion ends, the amount he would have received as a dividend
if on such last day there had been distributed by the corpo-
ration, and received by the shareholders, an amount equal

to the undistributed Supplement 8 net income of the corpo-

ration for its taxable year.

“(¢) Creprr vor OBLIGATIONS OF THE UNITED

STATES AND ITS INSTRUMENTALITIES. ch such share-

holder shall be allowed a credit against net income, for the

purposes of the tax imposed by section 11, 13, 14, 201, 204,
907, or 862, of his proportionate share of the interest
specified in section 25 (a) (1) or (2), which is included

in the gross income of the corporation.
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“(d) ErrEcr oN CAPITAL ACCOUNT OF PERSONAL
SkrvIcE CORPORATION.—An amount equal to the undis-
tributed Supplement 8 net income of the personal serviee
corporation for its taxable year shall be considered as paid
in as of the close of such taxable year as paid-in surplus
or as a contribution to capital, and the accumulated earn-
ings and profits as of the close of such taxable year shall
be correspondingly reduced, if such amount or any portion
thereof is required to be included as a dividend in the gross
income of the sharcholders.

“(e) Basis of 81ocK 1N HANDS OF SHAREHOLDERS.—
The amount required to be included in the gross income of
the shareholder under subseetion (b) shall, for the purpose
of adjusting the basis of his stock with respect to which the
distribution would have been made (if it had been made),
be treated as having been reinvested by the shareholder as a
contribution to the capital of the corporation; but only to the
extent to which such amount is included in his gross income
in his return, increased or decreased by any adjustment of
such amount in the last determination of the shareholder’s
tax Jiability, made before the expiration of seven years after
the date prescribed by law for filing the return.

“(f) PERrIOD OF LIMITATION ON ASSESSMENT AND

CorLECTION.—For period of limitation on assessment and

collection without assessment, in the case of failure to inclode
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in gross income the amount properly includible therein

under subsection (b), see section 275 (d).

“SEC. 395. NONRESIDENT ALIEN INDIVIDUALS AND FOR-
EIGN CORPORATIONS.

“In the case of a shareholder taxable under section
211 (a) or 231 (a), his distributive share of the undis-
tributed Supplement S net income of the corporation required
to be included in the gross income shall be considered as a
dividend received by him from sources within the United
States.

“SEC. 396. SHAREHOLDER'S TAX PAID BY CORPORATION.

“If a personal service corporation is exempt for any
taxable year under section 723 from excess profits tax,
it shall, at the time of filing its return, pay to the col-
lector an amount equal to the amount that would be re-
quired by section 143 (b) or section 144 to be deducted and
withheld by the corporation if any amount required by
this Supplement to be included in the gross income of
the shareholder had been, on the last day of the taxable
year of the corporation, paid to the shareholder in cash
s a dividend. Such amount shall be collected and paid

in the same manner as the amount of tax due in excess

23 of that shown by the taxpayer upon a return in the case

of & mathematical error appearing on the face of the return.”




-

>}

'S

e

-

7
8
9

10

102
SEC. 403. STATUTE OF LIMITATIONS IN CASE OF CON.
STRUCTIVE DIVIDENDS.

Section 275 (d) of the Internal Revenue Code (relat-

ing to statute of limitations) is amended to read as follows:
“(d) CoxsrrucTive DivipeExps.—If the taxpayer

omits from gross income an amount properly includible

therein—
“(1) FOREIGN PERSONAL-HOLDING COMPANTES,—

Under section 337 (b) (rela

ng to the inclusion in the

gross income of United States sharcholders of their
distributive shares of the undistributed Supplement P
net income of a foreign personal-holding company) ; or

(2) PERSONAL SERVICE CORPORATIONS,—Under

section 394 (b) (relating to the inclusion in the gross
income of shareholders of their distributive shares of
undistributed Supplement S et income of a personal
service ecorporation) ;

the tax may be as

ed, or a proceeding in court for the

collection of such tax may be begun without asse

ment, ab
any time within seven years after the return was filed.”
SEC. 404. CREDIT OF NONRESIDENT ALIEN OF TAX AS
SHAREHOLDER IN PERSONAL SERVICE COR-
PORATION.
Bection 216 of the Internal Revenue Code (relating to

credit against tax of a nonresident alien individual) is

Bt 234 ¢
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amended by adding at the end thereof a new sentence to

read as follows: “A nonresident alien individual shall be

allowed as a credit against his tax the amount required by

section 396 to be paid by the personal service corporation

of which he is a shareholder with respect to his tax liability

under Supplement 8.,

SEC. 405. CREDIT OF FOREIGN CORPORATION OF TAX AS
SHAREHOLDER IN PERSONAL SERVICE COR-
PORATION.

Section 234 of the Internal Revenne Code (relating to
credits against tax of foreign corporations) is amended by
adding at the end thereof a new sentence to read as follows:
“A foreign corporation shall be allowed as a credit against
its tax the amount required by section 396 to be paid by
the personal service corporation of which it is a shareholder
with respect to its tax liability under Supplement 8.7,
SEC. 406. CHANGE OF NAME OF EXISTING EXCESS-PROFITS

TAX.

(a) Subchapter B of Chapter 2 of the Internal Reve-

mie Code is amended, effective February 10, 1939, by

striking out, in the heading of such subchapter, ©
PROFITS TAX"” and inserting in liew thereof “DE-
CLARED VALUE EXCESS-PROFITS TAX”, and by

striking out, in the first paragraph of section 600 of such
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subchapter, “excess-profits tax” and inserting in lieu thereof
“declared value excess-profits tax”.
(b) Section 23 (c¢) (1) of the Internal Revenue Code
(relating to taxes not deduetible in computing net income)
is amended, effective February 10, 1939, to read as follows:

“(1) Federal income, war-profits, and excess-profits

taxes (other than the excess-profits tax imposed by section

106 of the Revenue Act of 1935 (49 Stat. 1019), or by

section 602 of the Revenue Act of 1938 (52 Stat. 567), and
other than the declared value excess-profits tax imposed by
section 600) ;”.
BEC. 407. PUBLICITY OF RETURNS OF SUBCHAPTER E
EXCESS PROFITS TAX.
Section 55 (a) (2) of the Internal Revenue Code is
amended by striking out “Subchapters A, B, and I of Chap-

. B, D,

ter 2”7 and inserting in lien thereof “Subchapters

and E of Chapter 2”.
SEC. 408. TECHNICAL AMENDMENTS.

(a) LiMrTaTiON ON As axp  Connec-

SN

T10N.—Section 3312 of the Internal Revenue Code (relat-

ing to period of limitation on assessment and colleetion of
taxes) is amended by striking out “Except in the case of
income, estate, and gift taxes” and inserting in lien thereof

“Except in the case of income, war-profits, excess-profits,

estate, and gift taxes”,

ﬂbﬂ‘(‘:
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v ¥ it (b) ARATEMENT. CrEDIT, AND REFUND OF TAXRS —

Bon 8 m“hh\ 3 Section 3770 (a) (1) of the Internal Revenue Code (re- £
.'--uiﬁlh 3 lating to anthority to abnte, credit, or refund tax) is
“hh&Mtu‘.g 4 amended by striking out “Exeept as otherwise provided hy
| rlhi'-_“im 5 law in the case of income. estate. and gift taxes” and

Iﬁh‘_"ﬁl'ﬁ; 6 inserting in lien thereof “Except as otherwise provided by
1]
£t i A4 T law in the case of income, war-profits, excess-profits, estate,
ore i Bks B ind gift taxes”.
- Ty an¥

Passed the House of Representatives August 29, 1940,
8 i bvend il v ne

Attest: SOUTH TRIMBLE,
- Clerk.
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TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION
DATE September 10, 1940
y Secretary Morgentheu

ou W H. Hedl

Estinat,
Coupon 1eld Presium
11 8/4=12 3/4 yre. 24 1.91 g 31/22nds
(8/15/52-54) 4
N 12 14 yre, 24 182  100.7 z',fsmda\/
- (8/15/52-54)
13 1/2+16 1/2 yrs, 2-1/ed¢ 2,01 101,11 1 pt. 11/32
(2/15/54-57) 2.03 101.4 1 pt, 4/32
14 = 16 yrs. 2-1/8% 101.12
(9/16/84-56) 101.4
14 1/4=16 1/4 yro. 2-1/eg 2.02 101.9
(12/15/584m56) 2.04 101,1
16 1/2-11/2 yrs, 1/ 2.15 101.12
(3/18/57-¢0) 2,17 1 45
16 3/4=18 3/4 yrs. 2-1/% 2.14 101.12
(6/15/57=59) : 2 101.4
17 = 19 yrs, 2=1/4% 01.4
{915/ 57-59) g 1 l =
5 :
¥ years /8% 0.74 100,21 21/32nds
0.75 100.20 20/32nds




TREASURY DEPARTMENT

INTER-OFFICE COMMUNICATION

oate  September 10, 1540

1 Becretary Ma)'ssnr.hau
P/
oM Mr. Haun’//vé =
N

gubjeot: Prioing of Proposed New Treasury Securities

I. MNational Defense Notes

The prieing of National Defense notee (Treasury notes,
Fational Defense Series,) presents epecial diffioulties. This
1g because (1) they would presumably be iseued ae fully taxable,
while all outstending Treasury notee are fully tax exempt, and
(2) their "rights" value at maturity would be subject to grave
question -- & question which would probably not be finally re-
polved until the actual maturity of the notes. Making allowance
for both of these factors, we believe it would be advisable to
pet ooupon rates es indicated im the following table for
National Defense notes of 1, 2, 3, I, and 5 years maturity, re-
spectively, and estimate that such notes would probably auil at
the yield bases and premiums indicated. These estimates are,
of course, subjeot to a much wider margin of error than would
be true in the case of obligations already traded in the market.

[] : Probable @
Maturity :Coupon 1 yield t P;::?t:

3 3 basie ¢

[Fercent)

1 year 1/4 .15 3/32
2 year 1/2 .30 13/32
3 year 3/ +59 15/32
4 year 1 <17 29/32

5 year 1-1/8 .04 29/32




gecretary Morgenthau - 2
II. Tressury Bonds
The estimated yleld bases and probable premiums for Treas—
ary bonds (comparable with those at Present outstanding) with
3 percent and 2-1/4 percent coupons, respectively, and with
maturities as long as such coupons would "earry", are as
follows.
Bonds with 2-year call period:
1 + Probable :
Coupon rate @ Term 3 yield : Estimated
: . : bagig 3 Premium
e (Ferocent)

2 percent 11-1/2 -~ 13-1/2 year 1.89 1-3/32
2-1/% percent 17 -- 19 year 2,17 1-k/32
Bonde with 3-yeer call period:

H — . 3 Tpobable gy o e o
b 5 . Estimated
Coupon rate Term g::}: ! “premiun
= — (Percent)
2 peroent  10-1/2 = 13=1/2 year 1,59 1-2/32

2-1/4 percent 16 -- 19 year 2,16 1-7/32






















TREASURY DEPARTMENT
office of the Secretary
Secret Service Division

MEMORANDUM
September 10, 1940

Tot K

From: Nr, Murphy

There is attached for the
information of the Secretary a
copy of our btooklet antitled

"Enow Your Money."




WHAT TO DO ABOUT IT

HOW TO GUARD AGAINST FORGED
GOVERNMENT CHECKS

*

UNITED STATES SECRET SERVICE
TREASURY DEPARTMENT
WASHINGTON

LD.
10, 1940.
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m s a preventive measure in dealing with a narional crime prob-
erfeiting.  Our aim is to eliminace chis crime,

‘The purpose of this bookler is to safeguard the public. Counterfeiters
and forged check passers cannot chear anyone who knows his money and
i always on the alerc.

Two kinds of money are used in the United States—paper and metal,

| Paper money, known as nores or bills, is made ac the Bureau of Engraving
und Princing in Washington, D. C. Coin, or metal money, is made ar
United States Mints in Philadelphia, Denver, and San Franci

The Secretary of the Treasury has approved the publication of this
Iooklet, and has authorized the use of motion pictures, for che purpose of
educating the public as o the dangers of counterfeic money and forged
Government checks.

‘The United Staces Secrer Service is grateful for the valuable cooperation
which it has always received from your police and peace officers.  We are
gratehul for their active participaion in this “Know Your Money' edu-
cational campaign.

We eamestly solicit che assistance of all citizens in this effort to prevent
aime. Wichout your help and rhar of your local law-enforcement officers,
schaol boards, and bankers, our task would be more difficulr

Iyou learn to know your money, you cannot be defrauded by counterfeit
winsor bills, 1t is easy to learn how to rell good money from bad. Many
thousands of dollars are lost each year by persons who cannot afford the

W Joss, because they do not knc

The few simple rules given in this booklec will help you to decect bad
money. Keep this booklet, study ir. Show it to the members of your
family, show it to your friends, discuss it with them. Know your maney!

~ .
@’7«'7%7\

& Ch

0.

w their money

United Stater Secrer Service.

Itis a violation of law to make reproductions of
any n.nlnu of good or bad money. Reproduc-
tiens in this book are made under the authority

of I._I:e Treasury Department. They must not be
copied,

aéﬁ an- 5200.9 (9/21/58)
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The Story of Money
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KNOW YOUR MONEY 3

“The firsc coiners of gold and silver known to history were the Lydians,
in Asia Minor. The name of their king, Croesus, became a synonym for
¢ wealth.  This was about 550 B. C. The Greeks learned coinage
TLydia, and the art was taken to Rome from Greece. Meral money

|a jnancient cimes Was coined as it is now, by means of dics or stamps. Gre-

e
 mnn N

§ Money

cian coins were the best minted and mosr beauriful of ancient times.

The Chinese were using paper money when Marco Polo visited their
country in the chirteenth century. From him we know that the Emperor
Kubla Khan, asearly as 1273 A. D, issued notes printed on mulberry paper.
Fauch was stamped with the red seal of Kubla, and signed by his treasurer
Coaerfeiting then was punished by the headsman’s sword. The olde

oney of which a specimen is known to exist js the “Kwan nore,
jesued in China in 1368 A. D.  Ir was 81 by 13 nches, or as wide and
4 little longer than a sheet of typewriter paper.

Paper money in Furope grew out of the use of lecters of credit, which
were used in China centuries earlier, and for the same reason—robbers,
Metal money was what the robbers wanted, not pieces of paper that no
‘e would cash for them.

“The firsc counterfeiter of minted money s said to have been the Emperor
Nero. Since his time counterfeiring has flourished in man tions. United
States courts convicred 895 persons of charges of counterfeiting in 1939 on
evidence obrained by the Secrer Service

I the early days of our Nation, before United States money was issued,
there were in circulation English shillings, French louisdors, and Spanish
doubloons, with other units of the money of those nations This caused
confusion and slowed up trade. The dollar was adopted by the Congress in
1785 as the unit of our money, and the decimal system as the method of
reckoning. In 1792 rthe United States monetary system was established,
e Dinited States Mint began coining money at Philadelphia, The
first coins minred were handed to the Preside , Martha Washing-
ton, by the first Directos the Mint, David Rittenhouse. This ceremony
1. The coins were half-dimes

took place in the day is not record
mide from household silver sent from Mount Vernon by President Wash-
ingron. These half-dimes were noc put in circularion. The issue was

by act of Congress; he gave them to his
rress authorized the

I
. to be minted from gold,

=

ds as_souvenirs

issaance of the other metal ur ur cu
silver, nickel, and cc

Paper currency was use I the Declaration of
Independence was signed ¢ ental currency. lts value

P

pib Diti. sz00.8 ¢
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Py sivER PavanLE LEAKE l:ll\u

This is a picture of the face of a COUNTERFEIT One Dollar bill. The
man who made this counterfeit was arrested, convicted, and sentenced to.
Leavenworth Penitentiary.

Compare this counterfeit with a gesmine dollar bill. Look at the porteaie
of Washington. See how flat it is compared with the genuine. Notethat
this counterfeit portrait is not life-like. The eyes are not clear, distinct:
The background around the head is nor clear and even, and is much darker

genuine bill.  The fine lines that form the small
and many of the squares are filled with igk:

Study the genuine bill, fearure by feature.  The portrait of WASHING-
TON appears ONLY on ONE DOLLAR bills. Look ar this portrait
uine bill, how it stands out.

how lifelike it is

ic bill picrured above, compure it
hat the fine lines that cross and recros

this counterfeic bil You will see that the
the fig enuine are printed clearly.
a feature. In a countedfeit
d uneven. The pointsae

Compare the letters




KNOW YOUR MONEY

Know Your Money!

Study this diagram—ir shows you the
position of important fearures of
paper currency

| 1vPE OF NOTE SERIAL TREASURY
| SHOWN HERE NUMBER SEAL

UNITED STATES

SERIES OF
1934

5

Bylight on the
Warning Notices Like This One Are Distributed Throughout the While the
Country by the United States Secret Service was less tha
bs fell in the
than on the
i the previous:
also carried o
ver the east

The signature of the Secretary of the Treasury appears at the lower right

side on the front of all Uniced States

per money. The signature of the
Treasurer of the Unired States appe the lower left side.

By studying a genuine bill, notic s decails and how clearly they

mi

are printed, you will lear looks. Then, should you see

a counterfeic bill, you will e the crudities and defects. By know-

y II protect yourself and others. Know the harbors
b a short
fin London.
|

If You Handle Money in Your Work, Why Not

Request Your Nearest Secret Service Office to Place

Your Name on its Mai List to Receive Warning was widespread

Notices Describing New Counterfeit Issues as They

Appear?

1t Librar




Counterfeit Bills Seized
by Secret Service
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8 KXOW YOUR MONEY

Three Types of
Paper Currency

Our Government now peints three types of currency or paper money;
Federal Reserve notes, silver certificates, and United Stares notes.

Federal Reserve notes, issued by Federal Reserve banks, are secured by
gold certificates and other collateral. Silver certificares are secured by
silver owned by the Government. United States notes are issory
nates issued by the Treasury. All three of these notes or bills are. Tegal
tender for all debts, public and private.

Every note or bill is distinguished by words telling which type itfs,
princed ac the rop of the bill on its face or front. The type of each bill is
also shown by the color of its Treasury seal and serial numbers, The
Treasury seal and serial numbers are GREEN on Federal Reserve notes,
RED on United States notes, and BLUE on silver certificates.

Federal Reserve Notes

Federal Reserve are placed in circulation by the Federal Reserve
banks, each bank placing its own notes in circulation through the binks
located in its district. There are 12 Federal Reserve districts. Each dis-
trict has a number and a corresponding letter of the alphabet for it symbol.

See table below:

arry "I‘J‘%‘l"l‘:‘-} must correspond with {Emg
BOSTON A 1
NEW YORK B 2
PHILADELPHIA c 3
CLEVELAND D S
RICHMOND E s
ATLANTA F s
CHICAGO G 7
ST, LO H -
MINNEAPOLIS 1 e
KANSAS CITY ) : 10
DALLAS K u
SAN FRANCISCO 1 n

1 on a Federal Reserse note shows
al Reserve Bank in the First Districe.
cal and che 2"" shows thata
Bank of New York, and so on
o San Francisco, whose symbal
The regional bank seal and the

BLACK

1 the regional bank
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10 KNOW YOUR MONEY
How to Detect
Counterfeit Bills

1. KNOW YOUR MONEY!  Study the bills you receive, so.as to become
familiar with the workmanship on them, especially in the portraits.

2. COMPARE a suspected bill with a genuine of the same rype and de-

nomination, Observe these things:

PORTRAIT Gasnterfeir—Dull, smudgy, or unnaturally whire, scrarchy;
oval background is dark, lines irregular and
broken. Portrait merges into the back-
ground. See pictures on next page.

Genine—Seands out distincely from the oval background.
Eyes appear lifelike. Background is a fine
screen of regular lines.

COLORED  Comnterfeit—Saw-tooth points around rim are usually

SEAL uneven, broken off. See pictures on pext

Geuiine h poines around rim are even and

SERIAL ¢
NUMBERS

rinted, badly spaced, uneven in

ppea
es firmly and evenly printed, well spaced
PAPER Connterfeir—Gen

may

nce, See picrures on next page

no silk threads, bur these
ated by very small red and blue

r in which very small
cattered, The

ways noticeable on bills

red and blue silk threads are
cads are not 2

that

badly soiled worn

3. RUBBINC on a piece of paper will

unrerf ink

CONSULT ar rienced money-handl r police officer to make

if you are still in doubt, whether a | ne or counterfeit

REMEN F ARE COUNTERFEITERS,
BUT ALL COL E LIKELY TO BE STRANGERS

The Government never redeems
counterfeit money!

o




KNOW YOUE MONEY

Bad Money Looks Bad!

Tu.\-;.'h. tures ts of partions of COUNTERFEIT five and
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12 = KNOW YOUR MONEY

See The Difference!

The pictures above are from photographs of corners of counterleic five
and twenry dollar bills, enlarged to make defects show more plainly,
Compare these picrures with the comers of GENUINE bills. See the
difference between the fish-net lines on the genuine bills compared with
those lines on counterfeit bills. You will norice that the fine lines back
of the figures, the lines that form the net or lacelike design, on GENUINE
distinct. of the lines on the COUNTERFEIT
re NOT clear and distinct

g distance,

bills are all clear
bills are broken

Study rhese

Jd them at arm's length

ictures at re:

fects that appear an many counterfeit bill
1 so POORLY tha the defects shown
ted WITH THE NAKED EYE after you

1 be able to detect t

counterfeit bills are

rures may be det

g to study any bill, with or withour a magai-

Know Your Money!
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This is the Unired Srates Treasury
Building in Washington, D. €. It is
 hundred s old. Its corner stone
was laid 1n 1839
Andrew Jackson was s
wm. It has grown wirh the ye
now has 475 rooms, and covers ¢
greater part of two city blocks
Beneath the Treasury
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This picture shows a five dollar bill thac was sent in to be
the Treasury. It was one of many bills in a bank where there w
Some of the bills were only ashes, but they were replaced by new
justas thisone was. The Treasury has a staff of expert workers who
money sent in for redemprion. Somerimes new money is given for
might seem to be very slight evidence, but the Treasury experts make
that real money has been destroyed before they issue new money for |

QOur Government's paper moncy is printed on the best paper, the
and most durable thac it is possible for paper mills to make. Iris
the law to make paper like that used by rhe Government for
excepe for Government purposes and under Government supervision.
even this strong paper wears out with consant passing from hand to b
from bank to bank and storé to store. So the Treasury asks the banks
send in old, worn, torn, or mutilated bills, to be exchanged farnmma., [
These bills come in by the bundle, many thousands of them m
They are inspected, a record is made of them, and then they are deseroyed
by burning. The average working life of a dollar bill, most used unit of
our paper money, is nine months.

So great is the wear and tear on paper money that every day millions of
dollars” worth comes in from the banks ro the Treasury to be destroyed.
As an example, the month of January 1940 is cited. There were destroyed
at the Bureau of Fngraving and Printing in Washington bills whose face
2,300, or an average of $11,006,627 for every day of the
ays in the month.

value was $286,

twenty-six workin
The picture on the next page shows a quantity of these old bills about
1o be burned.

Notify your local police immediately
if you get a counterfeit bill or coin
or if you are suspicious of a person

presenting a Government check
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THERE YOU ARE SIR,
YOU'LL LIKE THESE
BERRIES...COME AGAIN

THESE LOOK NICE,
VLL TAKE A BOX

THIS $20 BILL1S BAD

IT'S A COUNTERFEIT J

on mrt THe |||
ONE | TOOK FOR
STRAWBERRIES

A% _

¢

H




(PAPA, PAPA! | JUST HEARD
THAT COUNTERFEITER WAS
ARRESTED AT JONES' STORE

bD.
10, 1940.
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This is a picture of the lower right corner of
the counterfeit bill described in the above warn
ing notice. The rrow points o the check letter
and plate number "K-154."  This letier and num-
ber have heen used on many counterfeic $10 bills

Post Notice on
Or Near Cash Register

WARNING NOTICES like the one above, describing counterfeit bil
appearing or likely to appear in your community, are sent to merch
and other money handlers. These notices should be posted on ora
cash registers, as shown above.

Merchants should have their names on the Secret Service mailing lisgy
and receive these notices prompely. There is no charge —simply send youe
ddress to the Secrer Service office nearest you. See inside back
cover for addresses of United States Secret Service offices.

name and

Be sure one of these notices is posted on
or near your cash register!
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This is one of the two big buildings of the Bureau of Engraving and
Printing in Washingron, D. C., in which your paper money is made.
Here also are printed all the many millions of postage stamps used each
year, and all Government bonds and revenue stamps.  About 5,000 persans
: employed by the Bureau of Engraving and Prinring in Washingron.
This building is open to visitors from 9:00 to 11:00 a. m. and from 1:00 to
2:30 p. m. on working days, and many thousands of Americans traverse the

special visitars' screened corridors each year to view the interesting and
ricate processes connected with the engraving and printing of United

States currency.  The experience is one which will help you to know your
money, Meral money is b the United States Mings in Philadelphiz,
Denver, and San Francisco

U. §. Buruion Deposrrory, Fort Knox, Ky
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This is the United Stares mint at San Francisco, where some of our
Nation's metal money is produced. Coins are made also ar the Denver
Mine, but most of the metal money of the United States is the product of
the Philadelphia Mint.

More one-cent pieces

or pennics, are made year afrer year than any
than 118} million one-cent pieces were made.
9,058.
ters, and dimes. Nearly 663 million

other coin. In 1939 m
The minrs made 70,511,806 silver coins in 1939, valued ac $11,

These were dollars, half-dollars,

nickels were
sr other countries. The Phila-

United States mints also r
delphia Minc in 1939 made coins for Honduras, Nicaragua, Colombia,
Ci d Ve

d into money. Much of the
t Fort Knox, Kentucky. The
ts at West Point, New York.
m other coun i
ally comes to New -
s Assay Office. Gold

s and assay offices for
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24 KNOW YOUR MONEY

How to Detect Counterfeit Co

—
1. KNOW YOUR MONEY. Study the coins you receive 50 as to b
more familiar wich the expert work hip of the United $ minrs.

2. RING all coins received on a hard surface. Genuine coins haye 5
clear, bell-like ring. Counterfeit coins have a dull sound.

3. FEEL all coins. Most counterfeit coins have a greasy feeling.

4. COMPARE the reeding. The reeding (the corrugated ourer edge)

a suspected coin should especially be compared with a genuine coin.
ridges on a genuine coin are distinct and evenly spaced. On a coun;
they are poorly spaced and irregular.

5. CUT the edges of suspected coins. In most counterfeits, the meal
15 soft and can easily be cut with a knife. Genuine coins are very. hard, not
easily cur.

6. TEST a suspeceed silver coin with acid.  Scrape the coin, dropalirde
acid on it. If the coin is counterfeit, it will turn black. This rest does not
apply to 1¢ and 5¢ coins. The “silver test” solution, which will discalor
any coin not made of silver, consists of:

24 grains.
30 drogs.
1 ounce.
You can obrain chis “'silver test”" for a few cenrs at any drug store.
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0 for shipment from the Bureau
ingron, D. C. This truck carried
iken

States Secret Service in 1939 protected
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Have Someonc at Home the Day
You Expect a Government
Check!



KXOW YOUR MONEY

[mportant!

Tell the police at once if you know of
any counterfeit money, or if you receive
any counterfeit money!

HERE'S WHY: Counterfeiting is a felony. The laws of rhe United
provide that any person who has knowledge of the commission of a
ay recognized by the Federal courts, and who does not at once make
 knowledge known to the authoritics, shall be fined nor more than
500, or imprisoned not more than 3 years, or boh.

HERE'S WHY Unired States law provides that all counterfeirs of the
‘moncy of the United States or any foreign Government, found in the pos-
kssion of any person withour authority from the Secretary of the Treasury,
I be confiscated by an authorized Agent of the Treasury Deparcment.
fhis law states that whoever has custody or control of any such counter-
feits and fails or refuses to surrender same o an authorized Treasury agent
SSpon request, shall be fined not more than §100, or imprisoned not more
b 1 year, or bath

Under the provisions of the law, the United States Secret Service aurhor-
s banks and peace officers to take possession of all counterfeir Govern-
fent obligations for surrender to the United States Treasury Department

r
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28 KNOW YOUR MONEY

Beware of
Forged Government Checks

1. KNOW YOUR INDORSERS! Protece yourself and your employer
from losses resulting from forged Government checks.

2, INSIST thac all strangers presenting Government checks indorse such
checks in your presence and write their addresses below their indorsements.,

3. DEMAND proper identification when accepting any Government
check. WPA employees carry official identificacion cards. Examine those
cards before cashing any WPA checks. Look for payee's signarure, WPA
number, or description. Compare number on card with number opposite
payee’s name on check, (See pictures on opposite page.) Be sure to com-
pare payee’s indorsement on check with signature on identification card,

4. BEWARE of all persons presenting Government checks with addresses
far removed from your place of business.

5. MARK on the back of the Government check a brief notation of identi-

fication offered, and initials of person who accepes check for payment,

6. CAUTION! Take exactly the same precautions when you accept a

Government check as you would in cashing a commercial or personal ch
7. LOSSES may be suffered by persons

who cash Government checks which
bear forged indorsements. The Gov-
ernment will not honor such checks if
the rightful payees have been defrauded.
8. IF YOU EXPECT A CHECK

mail from the Governm

on a ce

ain
lay, have a member of your family ac
» receive it from the lecter car-

) take it prompely from your

rder id theft.

Government check forgers face up 1o

ten years in prison!




I{f YouCash a Forged Check
You Lose!

Stwdy these pictures carefully. Then you will know what to look for
to be sure you are not defrauded when you cash a WPA check.  Be sure the harbers
that the identification number on the check is the SAME as the number B skt
on the identification card. (See illuscration.) Be sure that the name on
the BACK of the check is the SAME as the name on the card. Be sure
thar BOTH signatures are in the same handwriting. (See illustration.)

Now look ar the curving double arrow and read the instructions printed Lhodons
on the BACK of the check. I you take these precautions you can'r be
chard with a WPA check.
s widespread

opsvelt Library
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Avcarnar Pusirentiany an Fuancrsco Bay, Someries cacten “Tae Rocg™

Federal Penitentiaries

A Federal prison is the place reached evenrually by the man who tries
to defraud our citizens wich counterfeit money. Here are pictures of two
of these prisons, which confine m ounterfeiters. In 1939 the courrs
convicred 892 persons of the crime of counterfeiting, 2,247 of forgery of

Government checks.  Crime does not

Leaveswormn Prstresmiany ar Lusvewwostn, Kansas




KNOW YOUR MONEY 3
Know Your Money
and You Will

1. REMOVE temptations from youth. Many counterfeit violators are .
yuing men or boys who have never before been in serious trouble with the 10, 1940.

law.
2. ELIMINATE opportunities for crime. The principal reason thar
counterfeiters defraud so many persons is the carelessness of the public in

sccepring bad money.
3. REDUCE losses ro the public, During a recent S-year period losses ceasmin ]”
from counterfeir money averaged more than §1,000,000 & year. Sasat £50d

4, SAVE expenses of investig
These expenses amount to more than $1,000,000 a year

rosecution, maintenance of prisoners
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Help snvt.bvys—nll boys—from temptation!
Discourage counterfeiting!

Know Your Money!
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What is the
Z United States Secret Service? :

THE UNITED STATES SECRET SERVICE is a Division of the Treasury
Deparrment, and is one of the oldest and best-known Jaw-enforcemene
agencies of the Federal Government. Tt was established at the time of the
Civil War, and celebrated its seventy-fifth anni yonJuly2,1939. The
chief duries of the Secret Service are: i i

Protection of the President of the United Scares, his family, and the
President-clect; policing of the White House and its grounds by the White
House uniformed police, a unit of the Secrer Service.

Suppression of the counterfeiting and alteration of all paper money, coins,
bonds, stamps, and other ohligations of the Unired States and other govern-
ments.

Suppression of the counterfeiting, forgery, alteration, and fraudulenc
negotiation of United States Treasury checks; and enforcement of ocher
laws relacing to the Treasury Department, as provided by the Congress of
the United States.

Protection of the Treasury Building, the Bureau of Engraving and
Printing, and other Treasury buildings and safeguarding money and
securities,

Tur Warre Howse
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M.I.D., W.D.
September 10, 1940,
12:00 M.

Bo. 190 STTUATT 0RT

This military situation report is issued by the iHlitary
mmuigancs Division, General Staff. In view of the occasional
inclusion of '\ulltir:al information and of opinion it is classified
as Restricted.

I. Western Theater of Var.

1. No ground operations. Cerman preparations continue in
the Channel ports for overseas operations. There are other signs
that an invasion of Great Britain is contemplated. None of the fore-
going is regarded as definite proof that the attempt at invasion will

be made,

2, Air Force Operations.

The London dock and rail net areas continued to be the
Foel of German air attacks. These were initiated in daylight on the
evening of the 9th and continued throughout the night. While the
nurber of bombers sent over during the night apparently was less than
on the Bth-9th, severe damage was inflicted. Some bombs fell in the
heart of the city. Dritish defense was more effective than on the
Bth-9th, but their claims of losses inflicted ere below the previocusly
attained peaks of the current offensive. The Germans also carried out
Scattered harassing raids in the west of England and over the east
coast of Scotland.

British night raids were executed against the harbors
of Ostend, Boulogne, Emden and Hauburg. There was also a short
attack on Derlin.

Up to noon today there had been 2 alerts in London.

II, jediterranean and African Theaters of Var.

No ground operations reported, Air activity was widespread
but limited in scope.
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Federal Conmunicetions Commission,
A request from the Federal Communications Commiseion
was recelved on May 18 to review an actuarial report
of the American Telephone and Telegraph Company re-
garding recent changes which they have made in the
veluation of their pension plan. MNembers of the

's staff are serving in an advisory capacity
A prel ary report was submitted to the Commission '
on August &, - Mr. Reagh

Actuarisl veluation of the Forelzn Bervice Retirei
and DisabIlity Fund. = e

The Foreign Service Retirement law, as approved
April 24, 1932, Section 26(m), provides that the
iTreasury Department shall prepare the estimates of
the annual approprlations required to be made to the
ice irement end Disability Fund and shall
tione at intervals of five years,
d necessary by the Seoretary of the

Date were prepared for the Aupust issue of the Bulletin
on average yvlelds of long-term Treasury bonde and high-
grade cor bond - Kiss Eyre

All the s tted for the August lssue was
given oria Aew, - Mr, Murphy, Mlss Hichener,
lilgs Eyre

the Secretery of the Treasury.

Manuseript for the Annupl Report for the fiscal year

lar features of the Report and

articles, is belng glven an
ed. The usual handling of
ard., - Mr. Kurphy,
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Work complated in the Oraphic Section, Division of
Ressarch and Statistics, during Ausust 1940

For Division For
of R&S others Total
Total charts complated 15 3 18
3ond book charte completed 2 2 5
up to date:
tond chart books brought up to date 27 (times) - 27 (v)
111 other charts brought up to date 662 25 bE7
1 Laci L H
fotal Jobs L 3 17
¥ fotal jobs 30 18 ug
Rusher of-
Fegativas 104 66 170
Contact prints 100 58 158
Enlargements n 25 96
| Dtostate;
Total joba 103 13 116
 Tumber of-
Lattersize coples 236 106 2
All other coples 12,376 91 12,h67
Hltilih
Total jobs 3 2 5
Funber of-
Zine plates 78 53 13
Hicslinneons;
- Total jobs 7 5 12

3
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Bell:

Thompson:

Bell:

September 10, 1940

0:00 a.m,

orning, everybody.

Did you (Bell) know about that (handing ticker
1 e to Bell)?

ight we would be out of the market

sked permis 'mn to make speeches

I have & memorandum here
Gaston suggests that, not-
ral approval thet each
th you.

g the ge
se be cleared

sone commissions for Coast Gu.nrd 0.
cluded are Tollaksen and L&Y,

I thought you would want to 51'r|, anu
aston says 1f you are going to sign those,
irness to the other o_hcer.,, you nu"ht
SLA.

MeKay's desk and I will sign it when

of course, you know the market went off a little
‘hstrj'i.ﬂ.,,'. This morning it is quiet and unchanged.




dowmn to routine, it

ent Board, you may recall,
rences over here, the
enough on
‘haurht it

Latin o led that it is nearer siz. They
now ¢ ith a r'e':uru saying it ought to
e helf. The funds are going to
be agai n. There is nothing to do about
it but ]us. let it ride.

Oh yes, Latimer.

er that big conference we had here.

who he was working for.

Witl 1 all those fellows - Kelly, rather.
I thought you might want to talk about that.

- well, nle“em;nv upon tms tax bill, I
I ‘:.r.ve cept the morning free.

anes are coming up again, I
that the Army is going %o try
2 and I thought you might want
11 Judge Patterson in ormr.li*' end see

ter his attitude had changed.

Also, the Swedish Minister has asked to see me.

t kmow that. I know that whatever the
en in the Army write will be routed
Patterson's office anyway on the




a conference at 11:00 this
end the British on finan-
» I think that ought to

is all I have. L

o

rd - Judge Patterson?

nt about Pa

ready, Mr. Secretary,

now while we are talking
What is the situation?

fficer out at Dayton has

the contract and Judge Patter-
rove, he can't sign the con-
rst instance. low, he would
letter from the British Am-
confirms the earlier informal
between Lord Beaverbrook and
rself, and I have a draft of
£ that is satisfactory with you,
i th Patterson and then I

ve it to Mr, Purvis and ask

Purvis is here and I told him you were handling
so after you leave here, I think if you

i ¢all him up, you see, and just ask him
ther he wouldn't take it to Lothian teday.

a good idea.

Purvis kn
did you

records. Mead said 200 end you said
ves out 8,000, I think there
and 5,000 conditional. ght




Foley:

Gaston:

no
N
w

two millien dollars,
has been set aside,

are all right, Will

for us, too, because

nd of

Yes, it certainly was.

hm. tJC engine, but you sew what Beaver=-
back at him, you know, and
and he ssu.d We will take that

is over."

t was this last paragraph; it leaves it up to
this will give both yourself and Patter-
"r‘otec tion you ought to have.

Well, you teke the initimtive in the case of
-oing after Purvis, will you?

1 see this is all right with Patierson
hat he wants, and then I will get
is to see Lothian.

Where did Mrs, Morgenthau get the information
;ocratu: waammrters heve adopted

No, they have adopted one whic!
e e shield, with red and rh.ltc butmns and

lue border.

sent mine up to the Democrats of Ne

1o said it was they best button they ever
had.




Ga

Su

Sullivan:

i,

gton:

11

Jr:

her for this bill, will s for about

are _on politics, I thou sht you would
e Philadelphia Record
gz in seven instellments that New
1lkie, right on the

on

lr. Stimson to come and
please to lay
on, no more

thing happens th think
% ask him to come
but I thought I

iticize
across the street.

226




o have a chance to go over

rant to walk over there and

to you before jou go over there.

after

eting.

a whole list of things here. FPurvis
on the ple h me. T have pot a
flock of notes

é
le here.

Buckley: I was hoping he would go to this meeting this

but it conflicts with his meﬂtm" with

greatest L:czuu“le of one step for
o steps backward I know.

sticking to their estimate of
re 86 of those P-40's.

-~




Haas:

else do you know,
T have got those
»_for you. ¥

ones, you notice

- well, a normal tax. Isn't that what I
d on the

1111,

would be subject to taxes.

Subject to --

To all texes.

sect to all taxes. And you
a 2% bond, the old-fashi
and see how far we could go.

d kind,

these only go five years, the Defense.
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Defense woul

Chamber 'n:

Bell's urgent requeat in order to
u.r’o}- half the notes - bills
Bell has just been after

en pushing you.

Professor Chemberlain?

a letter that lir. - Governor
1 Reserve wrote to _fuu -an
aces for relief,

= it contains & state
e Act - purpose of the
he funds fron the possi-
ropriation by the invaders

n or duress, and says that the
failure to grant these appli-

s to make sure that dollar
to German hands. He says
adequate reason. has other
egard.

thing

nSn. him rite him &
say the next day - or
he next time
'n =ton to come dovm and see T
llu reniftance problem and not to - and then
we will file in our records the statement to
ect thet we don't accept his inter-
tation of the Order, but we thought it

i‘D




Foley:

Bell:

it is necessary to write &
te a letter saj

If you will write a letter, I will sign it.

uld aclmowledge it
T came in to see
the story and I said
ne & letter to show to the Seeretary
me of the boys feel he over-

lawyers feel quite strongly
roper construction of the

e intended that and I tu_k
rithdraw the letter rath
t into a long, leng correspond

he thing to do.

it would make more fuss --

11t do that.

If we can put s note in our files to the
e‘i"ect that we don't accept this, I should
it would cover us and it would be mich
better than getting into & legel fight.

I would just aclmowledge it and tell him to




r Chamberlain and let

Chamberlain had in

_get into any argument with
the Aot, simply explein the
Act as far as I can.

In thet comnection, Mr. Secretary, I have a
ittle memo on this relief question which is
ot. I suppose you noticed in
es a stzte:mrt to the effect
Weshington -

nied France. I don't kmow
_u_, of that is, I will call
State Department. If that is
ybe & pretty serious tJJLng,
¢ you might be inferested in
*that I had & persanal letter or have
personal letter from an individusl who
during t_c 48-hour och“atmn
fect that the Germans moved nearly
ar t‘mﬂe housend truck 1oac5 of goods

n Lyons during thet time, Now, that is
ing, I Reve heard - got a good deal
formetion here and there “about the amourt
of stuff they have taken out, end the methods.

t together on it?

you want to

like to - any time in the next - possi-
ul to orrow would be better than today for
ne.

1:00 o'clock?

Chember'n: 11:00 o'clock tomorrow.




Chamber'n:

HM.Jr:

Chamber'n:

% whoever is working
you on these things?

I will. I would like to bring lir. Vhite,

lr. Bell and kr, Cochran,

Vthere is kr. White?

I don't knov I saw

him yesterdey.

L,

1 right?

just wanted to say that we are going to
Alphand, French Financial Attache, this
who is going to bring up to us this
question of the French - the various French
Embassies, you remember, thet we put to you
and you took up with the Presideng. Wie have
got the answer, of course, as to the Exbassy
here. As to the others, we haven't. Tou
T ber you had the refusel from the President
to let them use the money for Embessies out-
side of this country.

Berle, as you know, disegreed with that
ition, He thinks they ought to be allowed

;,‘.

he money, generally.

et

lie can't --

I will call hin egain and we will simply heve
to stall with him on that point.

Then we have the question that we took u
with you, sir, of the paying - allowing
French to dr

for about $800

he
on their account here to ﬁay
,000 worth of coupons whie

o

I




" vor of, but on which
o rd from the President. Shell
we go ahead on that?

Supposing we save that until tomorrow morning.

Chamber'n:

Schwarz: r hed & piece in which they --

to Treasury some stuff about aviation

zesoline

easury.

at, attributed to

roperly so. I talked to Kluckhohn yester-
alternoon. He wrote it. He says that he
1‘rcu to so many people on the sLu.[‘f t‘xﬁt he
t confus ed, Our own belief is that he was
z to cover up his source.

Schwarz:

hn hes some good sources these days.

a

He had one yesterday on the British tanks.

&

dn't see tha

He didn't get the story, but he had a good

source.

Gaston: Colonel ms excited about that Sunday
story a ted to kmow if the Treasury nvd
piven it out. I explained to him what mppeneﬂ.

. there was & story about scrap iron.




Gaston:

Schwarz:

Cochran:

Bl.Jr:

Cochran:

Cochran:

u

0 H

Cochran:

Jr:

Cochran:

=18 -

> & 1ot of talking.

it over at State, I think.

an a.‘\pomt::.rnt to pay his
ile he is domm,

I

will see him.

chie and Mr. Ren are waiting in my room.

-

11 just have to wait. (ay knows that

het Fournier has left the
has heen uede President

jovernor over there.

to stay behind?




Foley:

Gaston:

A

I have the papers on scrap

ron.

Yes. Ve \111 do ta

Le e w s first and then serap
iron. Got it selved? :

to him aacvt it at all; it |a:
i k colﬂ b" Harold Smith,

..llen

¥
e without any recom=

nendation at all and he just takes & guick

glence and we are just stum\ed from any

Mr. 'agton, I fought a rear guard action for
about 72 years and kept you fellows intact
and Let you go about 50%. He hnd it firmly
1.1 his mind that so ua;’ he is going to

it over into the Nevy. I hpve done it
7% years, but you cen not get 2 better
rece:tmn thar have ut hecause

I think some of
get some wey of havin k
bout it - Harold iu..lﬁ’: apparently doesn't
make any ar rument . just sends it to him
&nu it is all just hasted JLOtlD'I, even when
ked iOO; by the Navy, even when
nates those matters.




- 15 =

Bell:

Gaston:

Bell:

Geston: anything about those

ow when the Navy is givi
ble-cross, either.

have, have you ever taken

to lunch and talked to

zht be & good

EM.Jr: that you take him
I don’t lmow.
Gaston: ould be no harm.
inly have done everything I can.

ainl

ing too immodest, I don't think

se could have kept the Coast Guard
zobbled up, because the President

t. He was all set to take the

@ = .
Gagton: Yes. They gotten along.




HM.Jr:

Gaston:

Gaston:

B, Jr:

merce.

No, you are wrong on that. You've said that

Litting up yo our Navigation end
c.'“.e of the general idea
of creating a Department
g & Department of
nt.

just a different person.

Dan does, I guess.

et, they are just

well over at the
t doesn't do any good.

seen the President take &
s pet

time I b
pencil and cut off someb!

Foley end Mr. Sulli-
vould please

But i . Gaston and lir.
‘n and lir. Bell and krs Klotz
sta. , plus the Stenotype man.




TREASURY DEPARTMENT

INTER-OFFICE COMMUNICATION

DATE September 10, 1540

10 Secretary Morgen

o 3o o CONFIDENTIAL

Today's tr
wern a3 follows

ions in registered sterling by the six reporting banks

£46,000
concerns  £15,000

ling eased from an initial rate of 4.03-1/% to
ons of reporti banks in opea market sterling

In the open me
4,03 at the close.
wers as follows:

cial concerns £61,000
i from commercial concerns £10,000

In a very thi
8t a disoount of 13-5

et, the Canadian dollar contimued to weaken, closing
. TYosterday's final rate was 13-1/8%.

of the discount for the Cuban peso tock place. As

A further widening
g , that currency was quoted at 11-11/16% today.

againat 11-1/16

The other currencies closed as follows:

in gold to the National Bank of Afghanistan. This
old transaction that we have effected with that country.
The Pederal Reserve Bank today opened a new custody account in the name of the
Afghanigtan bank inte which this gold was placed.

¥e purchased $1,125,000 in zold from the sarmarked account of the National

Bank of Mexico.

a t Chase

The State Department forwarded to us a cable stating that the L
¥ational Bank, London, shipped $70,000 in gold from England to its head office
at New York, for sale to the U. 5. Assay Office.
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| UNCLASSIFIED ]
ES wan | - ~CONFIDENTIAL

received from the Faderal Reserve Bank of
positions of banks and bankers in ite

at the total position of all countries was short the
v & decrease of §1 +:000 in the short position.
rositions are es follows:

squivalent of
e not changes in ti

Short Position Decrease in
fomntry _September & Short Position
Bagland® $ 1,420,000 $ 919,000
Turope 4,563,000
Saads 145,000 (Long) (Decrease in
Long Poaition)
latin Americs 381,000 58,000 (Increass)
Japan 3,750,000 213,000 (Increase)
Other Asia 1,020,000 71,000 (Increase)
A1l others = 1,000 1,000 (Increase)
$11,050,000 $1,294,000

*Gonbined position in registered and open market sterling.

For some unexplained reason, the Chase Hational Bank d1d not receive gold
and pilver quotatisns from Bombay today.

In Tondon, the price fixed for spot silver advanced 1/16d to 23-1/2d. The
forvard quotation rose 3/16d to 23=7/16d. It was reported from London that some
speculative buying for future delivery took place. The dollar equivalents were
§2,67¢ and 42.56¢ respectively.

san's settlement price for foreign silver was unchanged at J=3/4f.

Handy end Ea: 4
wase price for foreign silver vas also wunchanged at 35¢.

The Treasury's pur

Ye made thres purchases of silver totaling 325,000 ounces under the Silver
Purchase Act, all of which consisted of new produstion from foreign countries,
for forvard delivery.




| REASSY OF POLAND

e o @R UNITED STATES

[ BSTNCIAL COUHSSIOR

NEW YORK 14 WALL STREET
Cable Address "POLSEARE"
¥0. 52 Og,
September 10th, 1940,

Honorable

Merle Cochrane

Technical Assistant to the Seeretary
Department of Treasury

Wshington, D. C.

Dear Mr, Cochranet

I am enclosing coples of the letter of The Chase National
Bank of the City of New York, dated Augmst 19th, 1940 and Mr. L
Welligz's letter to The Chase National Bank of the City of Hew York,
dated June lst, 13LO,

¥r, L. Wellisz, personally kmown to me for many years, is
a prominent Polish industrialist, being Ohairman of the Board, Pre-
gldent and Director of several important corporations in Poland,

After the invasion of Poland Mr, Wellisz and his family
went to leusanne, Switzerland, where he is now residing.

Mr, Welligz has his personal eecount with J.P. Morgan &
Company, New York. Outside of that he was empowered to sign
orders on behalf of his Belgian partner, Mr, W, Delloys, in
connection with the account at The Chase Nationnl Bank of the
Oity of Wew York entitled: "Mr, W, Delloye, Special B.N."

kr, Wellissz hag requested The Chase Hetional Baak to transfer from
Mr, Delloye's mecount the amount of $6,000.= to his personal account
with J, P, Morgan & Company, Because of Mr. Delloye's Belgian
matlonality his account ws blocked by the proclamation of the
President of the United States. Oonsequently, The Chase National
Bank of the Gity of New York applied to the Fedsral Reserva Banic

on May 15th, their No. 43, Under date of June 5th, The Chase
National Banic of the City of New York was informed that the Treasury
Department had not approved their application to effect this payment.

iy I ask that you kindly reconsider the above dscision
and grant ;gmiasion to 'l.!ie Chage lational Bank of the City of Hew
York to transfer from Mr, Delloye's account with them the amount
of $6,000.~ to the scoount of Mr, Telliss vith J. P, Mergan & Company,
wich has mot been blocked, This money is needsd as poyment foF
the transportation of Mr, Welliss and his family to Canads or the
United States,
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September 10th, 1940,

Hon, Merle Cochrans

I would be
d informing me

ul to you for granting such per-
same,

migsion

fith best personal regards,

Sincerely yours,

/8] Jamisz Zoltowskl
JANUSE ZOLTOWSKI
Financial Counselor

AL
Ene. (2)

g COPY
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2
T THE CHASE NATIONMAL BANE
of the City of New York
New York
Toreign Depertment August 19, 1340

In replying pleage refer to

2-27-ToG

Mr, Jamez Zoltowsid

Financisl Advisor to the Poligh Embassy
14 mll Street

Hew York City

Dear Mr, Zoltowslcit

In accordance with your request, we are enclosing here-
with & copy of the letter of June 1 addregsed to us by Mr, L,
Wellisz, Iaucanne, Switzerland.

This letter refers to a cable payment order received on
lay 14 from Willey Delloye, through the intermediary of the Banque
Cantonale Vaudoise, lLauganne, Switserland, wherein we were inatructed
o debit the account of Willey Delloye and pay J.P, Morgan and Com=
pany for account of Leopold Vellisz the amount of $6,000. Ve made
application to the Federal Reserve Bank on May 15, our No, W43, and
under date of June 5, we were informed that the Treasury Department
had not approved our application to effect this payment. This
transaction bore Federal Reserve Bank No. 6796.

Yours very truly,

. (=) Joha J. MoClean
e Second Vice President




Lauganne, June 1, 1340

Dear Sirs:

I sent you through the Banque Oantonale Vaudoise the
1ith May a telegram:

"Pleage transfer from acoount Mr, W, Delloye
Special B.) x thousand dollars to the account
of Leopold sz at J.F Company, New

York, Pleage cable Leopold Wellissz, Montfleuri®.

B

The Bangue Cantonale Vaudoise let me kmow that the
exscution of this transfer is delayed because of the occupation
of Brussels by the German yow want to have special permission.

1 asked my friend W, A, Berlinerblau to ask you further
information and to give you explanations of my behalf,

Thanking you in advance for your explanations to Mr.
Berlinerblau and for the settlement of this matter, I remainm,

Yours very truly,

(signed) L, Welliss

1 can aggure you that as Foligh citizen living in Switmer—
land, 1 will not transfer this sum to Oermany or any country ocoupied
by Germany,







TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

Morgenthau

mow  Wr. Cochran

Official 'ulcr of British-owned :lul.l.‘r seci

sifective Tebruary 19:

Ho. of Shares
Sold

?

URELASS.; FlED

038

Shares Sold of Bonds Sold _Bonds Sold

Septenber

2
i
5
1

50,000 30,779

105,000 63,659

174,000 106,859

246,000 209,096

14,000 8,888

29,503 1,589,764 589,000 k19,41
1,430,402 Lo Lek 026 3,606,000 3,016,763

1,459,905

k4,195,000 3,436,244

Mr, Gifford reported ssles of non-vested pecurities for the weak ended

dagust 31 totaled $400,000,

o

e

7

/,/Vﬂ/
AN

DATE  September 10, 1

mmIeTAL: order

¢ Proceeds of MNominal Velue
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§ED 10 1980

Deer Mr. Fockefeller:

Trds is in reply o your lewter of Augest 20, 1940,
in whioh you ask Yhad & from vhe Tn
Leparwent ce denlgneted 10 serve on the Inter-leparisental
vomaittes on later-Asericsn Affalrs.

1 sm designeting br. A D, White, Direster of Nonelary
lessarch, %o reproount the Treasury Uspariesst on et |
eoesittae,

Eineersly,

tigned ) 2. Mosgeustan, /i

Gecretary of the Tressury.

Mon, Walson i, Hockefeller, !

Cosnitiee oa lnter-imericsn Affairs,
The Trita foure,
Paskington, Dy Ce

KD¥ilrs
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In reply refer to
51 Frozen Credits/Silt September 10, 19%

Tho Secretary

presents his complimeats to
the Honorable the Seoretary of the Treasury, and
encloses & copy of despatch no. 520, dated August 29,
1940, from the American Consulate at Durango, Mexico
requesting advices as to vhat information should be

given to French natle

als desiring to withdraw their

deposits from American banks.

Enclogure!

From American Consulate,
Mexice,
29, 1940.




ation
1 Nationals Desiring

have the homor to enclose herewith a copy of a letter addressed to /1

2ueff de Blum, a French national residing in Duranga, by The

Mrs. Frid

, which is self-explanatory. Mrs. Blum,

Chase Yational Bank, New Y

the most importent dry goods stores of this city, has

vho operates

come to the Consulate for advice me to what action she should take to

obtain the ry license from the Secretary of the Treasury to with-

drav her deposit with The Chase Natiomal Bank and dring the funds to Hexico

in this eity.

shere they will be available to her in operating her busine
Mrs. Blunm is algo most anxious

ot ses ns she may desire.

bank do not come into possession of the

funds on deposit with this

her French nationals residing in this district

There are a number of ot
can baniks, all of whom are very uneagy over

%o carry deposits im Am
ay ultizately come into

their mccounts, fearing that their deposits =

Possession of the GCerman Government.

ictions as to what advice this Consulate may give

The Department's instruct

ary for them

, relative to the steps necess:

these nationsls, when called uson




4o take to withdraw their a from American banks will be apprecisted.

Respectfully yours,

E. W. Eaton
American Vice Consul

Bnclosure:

Copy of letter aldressed to

The Chase Hational Banik,

Mrs. Frida Eneff de Blum by
ew York,

In quintuplicate to the Department of State.
Copy to the American Consulate General, Mexico, D. F.

Fle no. 251.6
BE/PA

A trus copy

of the signed
original,
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Enclosure no. 1 to despatch no. 520 dated

from E. W, Eaton, American Vice Conmsul, Dui::;t 12‘\9!1"5:2:0.
Mexico, on the subject oft "Requesting Advices as to Wnat
Information Should be Given to French Nationals Desiring to
¥ithdraw Their Devosits from Anerican Banks,® e

COPY: FiA

HASE HATIONAL BAMK

of the City of New Tork.

Toreign Department
New York, Angust 22, 1540

2-2-NL

¥rs. Frida Bueff de Blum.
Apartado Fo. 59

Durango, Dgo., Mexieo.

Dear Mrs. Blum:

According to information we have oa file, you are of
French nationality, and we would inform you that in view of
the recent Freeidentisl Proclamation affecting residents or
pationale of France, it will bs necessary that we obtain a
license from the Secretary of the Treagury before permitting
withdrawals from your accounts

We have found that in some cases the obtaining of licenses
ray be expedited if we are furnished with full information as to
the nature and purpose of the transaction.

Should you be of nationality other than French, we should
be furnished with decumentary evidence to this effect.

Very truly yourss

Alfredo N, Ruz
Agsistant Oashier.
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Ja Tehran, June 24, 1940,

subject:

telsgran No. 1

, of June 21, 9 mum.,

thereto lo. 67 of the same date, I have

French of a letter which the

bert Grasffe, addressed to me

ng Belgian blocked accounts in the

rred with me a few days before and

2w objection to his telegraphing to the Belgian

Ambassador in |
gsador in W ranal

g & procedure wherely tae Wi

of funds 1

an nationals might yerhaps

was that in emch case he would certi

na fide one and that the funds were required

ich he would mention. Thereupon he

rtment - &t the expense of the interested

cortificate was ia my hands. Otherwise he feared

would result in great hardship to yersons

« on funds in America for their living expenses.

were now depen

Graeffe that 1 versonslly had no objection, but 1

tlined by the Devartment in its

to the pro










obtain
nd as postel comminication,

e of corres
countryme

nee, I wo

fort to arrange

the Belglen
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CONKIDENTIAL

Paraphrase of Code Recelved at the
lar Department 12:37 p.m., Sept. 10, 1940

London, Filed 12:08, September 10, 1940

At Flushing there 1s a heavy concentration of barges and
other shipping.

Three hundred alrcraft ralded Thames estuary, southern por-
tlon of London and Bigginhill at 5 p.m. yesterdsy. A few planes broke
through to central London, OCanterbury and rural sections of Kent
bombed at the same time, Extensive damage to residential property
and numerous casualties in Canterbury, Damage in London was slight.
The raid had ended by 6 p.m.

London under eontimuous raid from 8:30 p.m, yesterday to
5 a.m, today, Industrisl areas and railroad centers apparently were
the objectives of intense attacks. However the greatest damige was
done to hospitals, city finaneial district and crowded East End teme-
ments. ntuﬂmnwmmmummnu
«wmmu.q.ra—nu-mm.m-m,
railroads and railroad freight yards. Major fires added to damage
in this district. Elsewhere in the London area damage was done to
mmuﬂo”mpmt{wmi,zmm-wm
mains (burst) high temsion csble (s). A direct hit was scored on
cwcn--mm,mmmﬂmd
of commission. Two other stations were damsged by fire. Three main
lmm-vtn-hunw-nﬂm-dllh-mm
was seriously damaged. fn»qtm-‘u-d- There were many

ainor fires, m ﬁﬁ! _uﬂ-ﬁl,T!i”““‘M



257
CONFIDENTIAL

4ncluding ene in the gards of Buckinghem Palace,

The night bombing was cenducted from altitudes above the
range of antlaircraft artillery and searchlights, Six bombers of |
new four-engine type are reported, British losses: 20 planes,
5 pilots, German losses: 52 confirmed, 1l probable, 13 damaged.

Copies to: General Waison
of War
State Department
Secretary of Treasury
Asst, Secretary of War
Chief of Staff

NI |
WPD

“CONFIDENTIAL




TREASURY DEPARTMENT

4 .:.'""h » INTER OFFICE COMMUNICATION
ey
-y, DATE Sgpteaber 10, 1940
._-., Siag ™ Secretary Morgenthan
K '.!m,"“” FROM James C, Bucldey

™ iy g Sabject: Finencing Tank Engines

A meeti]

was held in Mr, Schram's office this morning attended by the
L Dritish to discuss "final" arrangements for financing the production of tank
mgloes, Acting under instructions from Mr, Purvis, Mr, Dewar taok the following
SNE - position:
¥iomis 1. That on the present contract they would be willing to finance the
1 working capital requirements directly by putting wp 8 cash down
payment and monthly cash payments prior to production.
2. That they would more or less throw themsslves oa the merey of
the Reconstruction Finance Oorporation so fer as financing the
§4,500,000 of capital items.
3. That they would not want to be bound By this particular contract
as & precedent in the future,
Mr., Sehrem took s very sympathetic view of their problem, and he
agresd that whatever the result they would mot be bound by this contract as &
pracedent, Ho sald that if the Dofense Commission and the Army could agree that

% plant adequate to take care of the Army and British orders was mecessary from

W8 standpoint of national defense, it probably could be financed entirely &




sacretary Morgenthan - 2

the Beconstruction Finance Corporation without having the British put up any
seurity for their share of the capital cost.

Mr, Schram then sald that he wanted twenty-four hours to go over
this prodlem with the National Defense Commission and the Army, and the British
left the meeting with the understanding that we would get in touch with them
some time tomorTow,

After the British left, Mr. Schram agreed to my suggestion that they
discuss it with Judge Patterson and Mr, Biggzers rather than go into it with the
warious 1ine officers of the Ordnance Department, ¥r. Schram said that he
wuld arrange for such a meeting at once and would coatact us so that we could
be pressnt for their discussions. Apparently he has been in touch with Mr, Jones

sand has been apprised of Mr, Jones' desire for them to do as much as they can to

achieve the Britiesh desirea.

James C, Buckley,
Assistant to Philip Young.
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BRITISH EMBASSY,
WASHINCTON, D.C.

September 10th, 1940
PERSONAL AKND
' Dear Mr. Secretary,

[ I enclose herein for your

personsl and secret information a copy

sf the latest report received from
‘ London on the military situation.
Believe me,
Dear Mr. Secretary,

Very sincerely yours,

loflzzas.

The Honourable
Henry Morgenthau, Jr.,

United States Treasury,

Washington, D. C

OMPILEY BETE “_-'
o



Telogram drafted in London early
in the morning of Jeptember 10th,
1940,

#oyal Alr Pores e
Pering the wight of TuyBth, sttacks
o shipplag wore carvied sct of Culais,
urikirk, Doulogne snd Ostend. Cbesrvebion ws
a-nmammcm—m”ﬂ
Tity. feveral di-ect hits were, howeven,
awmﬂﬁ-“ Large ]
*xploalone wers caused ot Pellwsy sidlngs 16
flurthorn Gepeany, and diveot hits on hengere
were regiatered ot Calwar resulting In o flepse
6. xtenalve fircs wore started end ex dosioms
cuused in Mgk Yoreots Fires were aleo stepted

ot Irapp'e rorkes

Yeatepday, unsultsble weather
condltlung vanting 3
in Ceraany but and A

rare barbed and slso an ssvolvems in follsnd,
Thres redinm besbors @i4 not Fetam.

Lost nighs, 9O Beavy wod
besbors wers oat et all but o ta
sbiyping et Salen, Bronen ent



-
nutack on Londen Goe¥s apes during evening of
7uh and sight of 78h/Oth tend to confims thaly
slthough daege and cagualtica wers severs, the
poneral effeot on wap predsstion is very 1ittles
t ‘oolwich ‘resnal dasage So the plact is
¢ neatdgrable but cortaln seetions arv Wmboucheds
44 the Topsl Iwaltrard, Bo machinepy wns Gungedy
wil three stope howses with stores were dssaphde
Yootepday moruing &% 11,30, sbwut
40 ane-y strersft colleated snd approsched
aii=f-ot conpt, only sbot 60 penstemted inlsnd.
aver mdﬂmmﬂw.'ﬂw
noong Termetlons wers Interee, tod nrd eiEirems
> daenge reporteds
Last right agein the enmy*s attack
wun davoted alsset enbively to London, sbosd 150
,.mnm-m--'m.ﬂ

iuak untll near dawne Tho SRES APSRR WOTO
Jttscked, with o ecisl stiestim 1o vod w7
comuiniestions. Dmage ves genesslly less hoewry
bl conalfercble daloostion ves omaed m eil
ratl axite fron L4ndon 16 the Tsst end Southe
— o i
alacknts ,wm'w-lmlﬂ~




L righters and 2 pilotss

barders mlosinge

it ia now known timt 71 ~d0Lt nal onemy
alpeselt wore shnt down by anti-slrercft fire on
@ ue ber Tthy bringing total enmy cesualties
reported m septenber th 0 95
e Jndupiis comueltioge

s teh stesmer (8500 tons) wes tarpedoed
Spw. Lia alp yosterday sn' gubsequently bescheds
5. Hewed.

Lust night, light oreft cerried oot &
aweep off "rench snd Belglan Chamnel parta,
4o travers wd notor torpeds bosts entering (ele)
Calels, mnkirk end Ostend. LitSle oF no
oppost tisn d and no om of
shlrping cbserveds One orulser wee mined, buS mot
verl uely Gaoaged on the Poturn Lo LasSs i




BRITISH EMBASSY,
WASHINCTON, D.C.

tember 1lth, 1540

enclose herein for your

ret information a copy

eived from

report r

he military situation.

Dear Mr. Seeretary,

Very sincerely yours,

Z/Z:z.v._

The Honour




Telegram from London dated
Geptesber 10th, 1940

——

1. Eagels

Purthor details of naval operstion
reposted In paragreph ¥ of yesterday's swsary
stots thet one eruiner spprosshed Calsis ond
sent destroyer iato the fmuer harbour) no
@rl,ping vao seohs Another creiser bosbarded
the port of Doulogne, In cogperstion with
airer 't whieh dropped flares. AC Dunkisk, 2
motor boa's the end

atisoned & Febanta, othervive Mothiag wes eeens
it Ootend, 2 moter torpedo Boats eatered ihe
wpyour and fired b torpedoss, eeriousiy
@umuging 2 shipe of 2,000 end 1,000 tons.

Loot night 3 deatpayers in eogperrtion
with clreralt, made & sweep off North Sast
vrouch coouty moter torpedo boata carried out
s simiior operstl s betweern “ctond end the
couth of the Scheldt. N report yoU rocsived.

sn saxlliisry pstrol vessel -as cusk
by mine resterday.

Loat KIGht DoVAP wAS he.led betwoen
6 and 11 perie, ¥olwsen 150 sad 20 rounds vors 1
siped ot bhe Lown, harbour end shlpping. "f"‘
o0 casualtice wepe slight, The puns at Dover
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-
thet oho wes belng shalled by & Palder enat of
wiritius, and & Dritish tanker wes sheiled by &
=boat nesr e Asoves.

uplag the night of Leyteshber Jth/Ith,
the sejority of our boubers succosded in ceprying
)14 nttacks on shd;piag ne ordered, snd dropped
thelr boawibe i tapget apenge Resalia were
difficul: to sosges awing %o unfsv-ursble woathop,
he crew of 1 heavy bouber ;reviously reported
oloalog 1o effe.

Yoatordny 7 medium bomiars deapntohed
were obliged to chbandon thelr tasks owing So
unsulishble weather. One airers’d 1 mi-sing.
four fiset alr arm airoraft bosbed o coneerdr-tion
of shlpping nesr Oatond, end reglaterod one bit

A sovepel nesp nisoese

Lagt rdght 125 airoreft wepc sem cutj
47 to sttsck harbours snd shi,ping in pords in
Horth nat “rance and Low Countrise, 16 heavy
porbore Lo atteck 2 gno warks ot Derlin, 33 heswr
vosbers to ehiptullding yards ot Basburg cnd
hoeren, trd other tesks wers Fallwny comrunioes
tions nod mine leying) lesflet dropping in
Jopthern Prancs, ond dropplng of Flares in
coopesation with navel unite, § FhiSley and
1 nediun vorber have not reluraeds

e ODEAD ALE FOTOD.
3 out of 5 fives sf Thasesheven sre

outy and ald other flres in Lonis aros exce;t
one were roportod under sostral Festenday
ovening. Abost § peme yeetendey, .,“




-
mnqum;d'mnluv-\,mi-l-
m.r.msm-,h:‘q\,-.-lunmh |
entral _ondone n-w-n-m-um
Emmmuun“d'l-hm
-mmnm.n-h-uhm-
uuumnusonw—unnlmuum

mum—;mmwu
swrmﬂﬁ-mm‘ll“ A
rnor&m&l“mu-.“
eres, ildlends, and Liverposl aros. The main
aunnz.nl...l.ﬂl&.m-.
several fires ware esused, 2 being of major importanses
(ae of these jolned wp with & flre already buming,
and s now & 250 pamp fire, bus 16 under controls
e large and sevessl mall fires were started ot the
oyl ‘resnal ot Yosleleh, end & cordite shed was !
blown up. Lany laportant rood and pail blockeges
57 been ca-sed in the iLendon ares, and the treoke 4
ot chari.g croas Jtetion wre tmpersrily @t of sction,
Ly owmery of mir casualtice:

Entagn deatroyed  Irobeble  deceged
vy our Cightere

boubers 3 H H




.
lorth=iest spprosches on septesber- Sth Sesescnne
Nl'rdmmhd‘--.”'*m
Ml.lhlh.\lﬁ‘un-‘.

Bips Lave arrived 1n United Kingdom ports,
ineluding 8 tankers, and 15 capgoes of minerals
and iron ore,
Ge pigdle Zaags

ol ™ Deptenber Dth oneey alreraft
ritacked verss ietrub, cutting mein vellesy
‘ine ond destroving 500 gallons of peteol. The
orrival ot Whodsa of & flight of sodern Italisn
bonbers with rediue of setion of 1,100 miles |
L dlest:s the possibility of incrossed sosle of i
nir atteck on Helfe and Ngyptlen porte, amd |
brings Ireqg vithin basbing Panges 3 ™ R

Eenyg. 3 medius bordiers of couth ifpiesn 1
e vores ettacsed on Jeptenber 7th e mechenical |
tronaport concantration and aireraft st |
Jlogndiselo. It was roticed thet sein rechaniesl |
Lrenaport park way completely burnt out es &
resalt of the rald on Aogust 208h,

alestipe. Om Septemier 10th, 7 ensey
olrcraft sttscked faife, There was conasidersbie
dw.sge %0 power house, distillstion plent end

oil m“ ' i i i "“T

|

_—
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hnphru.nl‘%ﬂlhhan ived at the
wsuu-.-.,lm )y 1940,

Rome, Filed 12:35, September 10, 1940

! A usually reliable informant states that Eitler has demand-
| ed that 400 Italisn planes participete on September 15 in mass
attack on England, and that on the following day the Germans will
launch their majnattack, A different and well informed source

says that the German attack may be expected this wesk-end, Definite
confirmation of both reports obviously is lacking,

PAINE
Coples tor General pe 5z
State Departmant
Secretary of Treasury Pranklin 0. Roosevelt t Librang
Asat, Secretary of War mqmrril
Chief of Staff ¥l
g BOD i oo (8/3

ey



