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August 29, 1939
“Q.l' Cabinet, there were four or five of us standing
sround ang they brolght in «nd handed the ruldnt Chaaberlata’s
speech. The n-nmme satd, "hat is fine - that is things
eTe happening. I like it when something is Hpmiaatern
7
5 P
Summer Welles told H. M, Jr. thnt if anybody wants to get
anything in SEC they go to see J. enbau, B Mo Jr., celled
Earle Bailie and asked hin to find out about 1t
3
‘
L




August 31, 1939

To: e Mles
Trom: Mr. Hanes

Luncheon at 1 olclock today with the President. He seemed very
much concerned about conditions in Burope which was quite natural
in view of the fact that Germany at this mimte vas Sreasy proparing
to attack Poland. I had never seen the President in such & grim
mood.

re adder to prey upon
comerce in the event of war. I gt this information togethes smd bent
hia the following memoranduni

"Tme BEEMEN took aboard in New York 5,531 tons, or 35,953 barrels
e R saked wnd Lt bewn grantod perasasion 13 teke

s informed that the amount she took is a confortably
At high speed Tun to Bremerhaven. On her former flp
%o Hamburg she used 880 tons per day %o develop 28.5 kmots. A mormal
fust supply fox sn sastrard aromstng iv U700 to 4900 tend. e hae
Dusker capaotty for 6,616 tons or between 42,000 and 43,000 darrels.
So far as can be § £ron the buaker date, therefors, the Naster of
the Brenen plauned merely a high speed run to a home pos

Waen the President had finished talking about the BREEN he said
LU T general, and then specifi-
uny the September financing in which %e had planned to issue $500 million
new cash long ters bonds, and the refunding of the 1 3/8 percent motes
1110n.

ongr ext session to tac
$he dab 1mts begoad e oresent 5 Mum. Ho said he vanted to
i s et obt in guaranteed obligations

ataisat W Tadepeatect ageecies rrerer possidle.
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anidant seoned to be vary vorried about gotng over the

aobt 14a1t, and satd ho bol! 4 pos nane

%o the end of 1940 vithin the present Sant sty of $h5 Siirion, e

® ve_take out such as Dam,
s that o tinanced, and s 0 do so in order that

wp a plan
the m—m Mgt Vo seixbureed, sad e neossslly fuz retsing further
cash thus

Spacifically, ho made the folloving wuggestions vhich vould relieve
18 of ho nacessity of davuing more Gorermaent ‘Bonds before the end o
29!

1) Tacome from rust funds and Soctal Security worid give ue &
surplus over and above benefit payment

(2) &0, U, S, Hous other agencies nov borrowisg fron the
Treasury approximately a1y $ 358 ati1ton should finance thesselves through
¢ of their ovn obligations and the money be Teturned

|/ (3) ¥o s sesue siiear cortisscate agniset setguiorage profit.
Y... 1l a\h-r filveiia s ch would give us the right
o e Tory 1300 atitien 1 siiver oartificaten

(4) Ne could use all the freo gold now in the Treasury,vhich would
amoust to $15k milldon.

(5) Tse the present h Salasce, vhich he thought more
than sdequate, dova to Svout$1 Wiition, thas Toleasing spprorinately
$650 mt1lion more.
Narriner Bocles had spent U5 atmtes vith the Frostdent
yressting y Jmctosn with hia ot the only ome of Merriner
o Providant fatled to meation o ne ves that we should use $1,800
9 e i e Btabtlisation Tuad, Miich he claims to be

it
excessive.

It 1s golag to be aizrienlt, fn w oplaten, o comrincs the
Prosidant that these steps are in large part uns hiate mod asvund from the
stendpotnt iy tigheits
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Septeaber 1, 1939

Tor  The Files
Fromi Mr. Hanes

Teosent o1, the Sabines sesking vere Nassrs, BI1, Seoiing, Nerphy,
Zatson, Howes, Wallace,

o President vas in a very serious mood.
eak to anyone but

o
» Cabinet mesting some time
Rews of izportanes the mesting -lm e heid oa
he would call one for Nonday mo:

The President said that he had been over the papers in Stat
Yar and Navy

O Tationed Defansot vas. set wp Toriovst
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INTER OFFICE COMMUNICATION

oate

1o Mr. Eanes
rrow Mr. Toley

The Council of Hational Defensd? created by the Aot
of August 29, 1916 (Ch. K18, sec. 2, 39 Stat. 649), was created
“or the coordization of industries and resources for the .
national security and welfare® and consists of the Secretaries
of Yar,.Javy, Intertor, Agriculture, Comeros aud lador.
It 15 the funotion of the Gometl to supervise and
dizect investigations and make recomentations to the Presidemt
and the heads of executive departuents relative to a great
variety of problems, inoluling -

e o ine location of rat
refarence to tho fro

Fion of troops st

duction, and

ratiabiitiy of military i




the giring of ixforantion to protus
to

Tender possible in time of me

Rediate cunctatretion sad stiiiseion of the

Tesources of the Hation.

o leglslation requires the Cowncil to nominate to
the President, and the President to appoint, an advisery com-
miesion, consisting of not mors than seven persons, sach with
sone spectal kmovledge of some industry, public utility or the
development of some matural resource, or "be otherwise specially
qualified * %  for the perfornance of the duties * * *%, The
CGownctl s authorized to adopt rules and regulations for the
conduct of its work, subject to the spproval of the Presidmt,
and 15 directed to provide work for the advisory comission to
the end that the special knowledge of the commtssion may be
develobed by suitable investigation, of research and inquiry,
end made available in conference and report for the use of the

Oouncil. The Council is also suthorized to oreanize subordinate

Bodles for 1ts

stance in spoctal investigations.
A1 eubordinate boddes and tho advisory comission are

Toquired to mubstt reports to the Comotl, and the Comeil is

roquired to Teport o the President or to the heads of executive

departments wpon inquiries or subjects wderteken by it, and an
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anual report is required %o be submitted to the Gongress through
the Prestdent.

Pursuant to the authority contained in the aforementioned
on Public Infornation,

legtslation, s advisory body, the Committe
and the War Industry Board were organised to assist in the work of
the Counctl. Jo meetings of the Council have been held since the
f1scal year 1921, During the period of its active life appropris-
#1ons were made in varying amounts to finance the operations both
of the Council and of the Comaittes on Public Information and the

Tar Industry Board. A survey of the various appropriation acts
£rom 1916 to 1921 indicates that the Cowncil expended approximately
on Public Information expended approxi-

$1,1470,000, the Commtt
mately $250,000, and the War Industry Board expended spproximately
41,225,000, n additton to these amounts $375,000 was appropriated
%o.the Buresu of Staadards to do certain research work for the Couneil,
Although 1t may appear to over-simplify the problems that
are bound to artee Guring & pertod of war abroad, 1t would ssen
Tessonable to stzess as fundamental the mobilization (at least on
paper) of the productive resources of the country sgainst the time
when it may become mecessary to operate on & wer time basis, and,
nore immediately, the desirability of setting up controls that will

insure agatnst run-awey price policies in our economic structure
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which might bave the effect of greatly increased price levels without

corresponding increase

in consumers' income. You may recall that most
of the tremendous increase in the price level during the 1914-1918 war
period taok place befors this comtry entered the war, and it might be
advisable to consider setting w Lamedistely sachinery comparsble o
that deemed necessary during the World War but which was not then set up
until thls country ves sctuslly esbrotled and the price changes an
accomplished fact.

The War Resources Committee recently announced, headed by
Mr. Stettinius, may deem one of its functions to be a consideration of
‘the problem here posed. Indeed, consideration might be given to the
designation of the Stettinius committee as the advisory commission to
‘the Council. This would have the advantage of centralising and coordinating
defense planning.

A further taought would be the utilization of the Temporary
National Economic (Monopoly) Committee for purposes of national defense.
This Committee is organized and functioning, and probably posse:

s more
current, infornation relative to the patterns and price policies of industry
than any other Government agency. You might want to consider suggesting
the use of this Committes, in comnection with the work of the Council

of National Defense and other groups, to assist in meeting this problem

(or 1n preparing to mect 1t should the need arise).

et b




addition to the 6 Cabinet mesbers who are satiomad re. s

rn.u.nt anticipated mugmenting the Counoil of Natio

representatives: (1) a entative of indust: ry. (2) G ma
mnn-cnur, (3) a pne- fixer, (b) a representative from 1 (5)
& Statiavtons coundiuator - Bere'She Prostaset memsivnst o nase,of
thn and (6) ’6 u-mnuuv- Assistants to the President. These

e four would bet (a)'a coordinator, (b) EALioirslsiitaates
Pebitetey maa (6) o men 140 Ta (4) a goneral factotus, or

t directly to this o
Var Resources Board mna contine Tt nmmn e b
production. Madame Had suggested to the President that s

g gl

Ertgmisiive o Lakes ve s of
declined to do this.

Board, but he

The President then asked me to Teport to the Cabiuet on the subject
of aarkets in governsent bosds, stock exchangs securities, comodity
3 Eo then asked me what the
hat been at the mesting
Tetary of the Tressury regarding Septesber
financing. I told the muam i e opamn of
the Open Market Comittes, 1n e Treasury conurred,
e S any dooiston
Gonoeraing Tefunding of tye 1 3/8 peroest notes, mavuriss Deceaber 150h,
uatil next Tussday or Wednesday at which tize the Secretary of the
easury vill be back and it would leave hi untied to g0 ahead
with the refunding issue 1f conditions should warrant and he should so
dactds. 1 reportad that I had commntoated thds recomentation to
the Secrotary on board the Coast Guard Gutter "Campbell tha
265 M TRMI1S hexuosaes 67 1D Gacthice Sl T ALl €80 foener
fron the Secretary. The President thought 1t proper to haodle the natter
vay. 1 further told th 't that when I had received the
eayTs ameves 1ha% T voudd'pens! 18 00 Vo Rimr




September 6, 1939

Ine President %ol me it vas a1 rient to

g9 ahead ant r Noyle's resignation. I told
n I bad another wlno for ) hln. Teta me to tell

|lny1' ok 1 years old is too old

'old the Pranhnt that Jerry Frank had been
hors! asatotsimed thet

Asked the President whether I could see the
what they
He t
y £
ocorporation like Amtorg rather han use Norgans or
Chase

\daxeq the President's Naval Alde whether I
could have Puleston to evaluate Navy or War news. He
B g

He told me that the English and French were
hurt at our offer on the Normandie

and they thought in these times we =3 pu.mng then

a 1ittle hard and told me to oall it off.

ou

T



September 11, 1939

Lunch with the President.

e to the President about George
Hars1or ! snii omaiR e At it SYMARRdsh

have Harrigon and Frank for lunol tomorrow,
Evidently Je needling the Pres-
130n% o this ehings

I,told the Prosident that I was going
day, to har a Eco1es and
t

dog house? 8

nnpcnsiblo for kuung e Lending

sa1d, *His leaving, bis testimony, all went to
not

k111ing the Bill and,* he said,
eI 08 108 Sl e e amay Iyouih Bt thix
o him for ten daye after he oca . Final-

your good graces and, third, I think 1t's up ¢
me to hold his hand.

then gave the Fresident a copy of

Gollinat memmcindtn ot & nd th in re-

gard to strategio matoriate. " Ho read the tning

very, very carefully, wa ey interegted
and 11 quite new to The

ont
Preatdent said, I znaughc it you Sould got
quinine in Peru. Find

said, "Now what I want is another
0100 000,000 for this e said, "Ask
rold Smith if the President through a proclam-
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ation can anticipate the buying and create a de-
ficlency of an additional $10,00¢

1 told the Pre t that we had "m
the boat® on these things because the and
Navy had not gotten their requiremente invo ue
early enough.

again told the President what we haa 53

done tu help out the Navy on the armor plant and

that we were now uorkxne with the Army o

Allison Motors. = He said he , thoughs Tuat wa
00 molaliils Mes) the Arny TeRorted 1%

net before T left, but I

found on my R R

now going %o try. o Rurey L% up end shat 2 mmma

to announce publicly what we have done for the lhvy

80 that will let all manufacturers know that the

can get similar treatment."

Last night on the train I spoke to the
President about getting Nelson Rockefeller as
Agsistant Secretary in charge of Procurement.

aid don't

the people you have broug!

He brought up the subject again at lunch

and o a1, "pout that suggestion you made last
night." He said, "If you bring in any more new

people I = you'to get somebody who has o :

aid 'I am for this Administration'."

3
I said, "Well, that's all right." And again he
gently oriticized the people I brought in. He said,
It's all right." I reminded him I showed him the
116t last spring and I reminded him I showed it to
hin again lagt Monday, = He saig, fI'know. know,

Say*Tonmwe Lamont was’in Washington, so I an in



Sauon mth Ilorg.n, Dut the public need not knoy
a

, but,

there might be come oritiolsn of Clarense Diiion

\womue his name is Dillombinisky.® (I was glad
I had seen Forestal.

eventu

‘Well, let me t ar
] ..m, "nWell, nobody ogn gt hin but you, but T
would iove to'have

The President told me that the polioy of
he HOLC from now on is to make the borrowers pay
back & 11510 extra, if possil

tely necessary loan
He ahould oonserve all of our money for
more 1nporunc thins if the cosasion ariges.”

I "I agree that.*

000-000

0281
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September 12, 1939

The President called me at 3:30. He s
D14 I talk to you last Friday about doing -omch:ng
1gx South America at this Panama conferencer*
ad ive ne 2 ohanoe to angwer and he went urn

ana ne ou know, elles is mmng
enumerased 4 number of 't|
aid

© 1t by noon tomorrow." 8o q,
But-he was more positive than I have i
in a long t.
T inen oalled up Welles! gffice to speak to
him and thuy sai the e Hou
knew from the Pr.lidlnt‘l tone that hB hlﬂ an audience.

hinm on anythin|

’







0 @ THE SECRETARY OF THE TREASURY
J O]

Septeaber 18, 1939

'MBORANPOM FOR TER PRESIDENT

Continuing my poliey of keeping you informed as
to developments in comnection with our imvestigation of
Bank of Auerics Natiopal Trust and Savings Association, I
an attaching & oopy of & letter together with enclosures
which the Comptroller of the CurTency has delivered todsy

. to the Attorney Genersl.

e

3
H
|
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0 TREASURY DEPARTMENT ; by
COMPTROLLER OF THE CURRENCY 4
WASHINGTON %
Aooness nem o
L courmonian or s commeys
j Sep 15 1950
| sir:

There 15 enclosed herewith & copy of @ letter reseived by

#his office fron National Bank Examiner L. . Sedlacek, set—

ting forth vory briefly the facts concerning three transactions

whereby funds or credits of ihe Bank of Anerica National Trust & ’
Savings Associstion, San Franeisco, California, wer used in an

attempt to' elininate obligations owing to the Bank by its parent

or of Trans-
@  cverics Corporation. Some timo ago a copy of this letter was
transmitted personally by representatives of the Tressury Depart-
ment to r. Thurman Arnold, as Acting Attorney General in your
ebsence from Washington, and a copy with photostatic copies of
pages from reports of examination of the Bank relative to these
transactions was more recently transmitted personally by repre-
sentatives of the Treasury Department to officials of the Criminal
Division of the Department of Justice.
The report of examination of the Bank, comsenced on March
51, 1959 and closed on July 21, 1959, (subsequent to the receipt of
the above-mentioned letter from National Bank Examiner Sedlacek),
contains the following statement with Teference to an additional
transaction or practice which this office feels it should bring
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o the attention of the Department of Justice:
garriss s om Mislity Tusurance for the
o

tion,
Brior to 1934 were consolidated at that time in ome mc-
count under ty Bond Losses' and
o 8103, 336019 s un . Interest
was paid account vatil 1934 when the
payment of interest on bank deposits became
gffective, Promiume paid since the sarly part of 193
ited in another ac er the head-
Reserve! and balance as of March 31,
1555 v 43,870,323.36 mking.the combined. S0t of the
tro sccounte h,z’z,é”.ss. Claiss for all Fidelity
ited to Transanerica Gen

Gorpora-
ue---mmd.nstuwwuuvm.mw.o—

"The above deposit is not shown in the assets of
the bank, nor is it shown in the liabilities under 'Re-
serves'.

rcumstances surrounding the transaction indi-
‘the bank

of Transamerica with

the other borrowings of Transamerica Corporation and its

Syl wies runs fgim, nendie e Liniv prs-
8o

" handling e
stitutes an unsafe and wisowd practice and the question
arises as to tuess of the reports of

bo

%o the bank 1n cash and that proper accouts
t up on the books."

Since receipt by this office of the Teport of examination con-
taining the above excerpt, efforts have been made to obtain additional
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infornation concerning the nature of the so-called self-insurence
Plan of the Bank. Accordingly, thers are transmitted herewith
coples of a letter, dated August 7, 1939, from Mr. John W. Grent,
Prosident of Transamerica Corporation to Mr. Russell G. Swith,
Exeoutive Vice President of the Bauk of America N. T. & 5. A,
(vhich was transmitted to this office with a letter, dated August
8, 1939, fron the Secretary of the Board of Directors of the Baak),
and a letter, dated August 30, 1939, from National Bank Rxaminer
©. H, Molean to Chief Netional Benk Examiner, Mr. Trwin D. Wright
(vhich letter was transmitted to this office by letter, dated
August 31, 1939, from Chief National Bank Examiner Wright). In so
far as they may be ascertained from these docusents, the facts
Telative to the Bank's so-called self-insurance plan appear o be

a8 follows:

1. At least until a recent date, Transamerica Corporation had
& plan whereby all subsidiaries of Transamerica Corporation obtained
£idelity insurence for the first $100,000 by making payments, analogous
to premiuns, into a comson pool. Under that plan the Bank paid so-
called premiums to Trensemerica General Corporation, a wholly omed
subsidiary of Transamerica Corporstion which, prior to July 1937,
owned more than 99 per cent of the stock of the Bank.

2. There was mo written agreement between the Bank and Trans-
Anerica General Corporation with reference to the so-called self-

4nsurence plan.



3. Transamerica General Corporation is not authorised by its
charter to do a surety or fidelity business. .

4. Payments by the Bank to Transsmerica General Corporation
a7 not shown on the books of the Bank either as an asset due from
the Corporation or as reserve funds of the Bank, but were charged
o expenses as paid.

% Trmmsumeries Genacal Oarporstion does net hendle the fumds
Teceived from the Bank as trust funds, but carries them on ite
ledger as "Deposit of Self Insurance Funds of the Bank of Ameriea
KT, & S.A.", President Grant of Transamerica General Corporation
clains that the funds are considered as actual reserves and this
contention s supported by the consolidated statement of Trausamarica
Corporation (which owns all the stock of Transamerica General Gorpor—
ation) which shows these funds as Reserves for Taxss and Contingencies

6. Transamerica General Corporation added interest to the bal-
ance of the payments from the Bank on its books for each year until
1934,

7. Until the termination of the plan Transemerica General Corpor-
ation pays all approved loss clajms up to $100,000 to the Bank. From
July 1, 1938 to June 30, 1939 1t padd the followings

418,195.73
85,875.86

Shortages
Forgery losses
el $127,058.¢
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8. At least in so far as the Benk is concerned, the plen of maing

payments for o General appears
to have been discontinued. The last payment, in the amount of $527,812.89,
was made on July 20, 1958 and covered the premiun due to June 50, 1959.
The current premium on the $100,000 self-insurance, in the amomnt of
$524,725.51, has been set up on the Bank's books, as of August 8, 1939,
under the hesding "Reserve for Contingencies Self Insurance".

9. Transamerica General Corporation considers itself liable for all
1o

for one year from the date of cancellation of the arrengement, or
until June 50, 1940. It is not contemplated that Transamerica General
Gorporation will pay to the Bank the balance Temsining in the so-called
reserve fund after that date. From the above quoted excerpt from the re-
port of exantnation, 1t appears that the balance, as of March 51, 1959,
was §2,272,659.55.

The information contained in this lotter is being submitted to the
Depertaint, of Justice for such attention and action as may be deemed ap-
propriate. Should the Department of Justice desire any additional in-
formation, it will be furnished upon Tequests .

Very truly yours,

Preston Delano
Comptroller of the Currency.

The Honorable

The Attorney General of the United States.

Enclosure.
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‘ @ v TREASURY DEPARTMENT
COMPTROLLER OF THE CURRENCY
e ¥ WASHINGTON
“COMPTROLLER O THE CRRENCY'™ Jenuary 10, 1939

Comptroller of the Currency
Washington, D.C.

Dear 513

I have been roquested by tho General Gousel for the
forth 1n o con-
regort:

Savings Association, Sen Francisco, Oalifornia, conoerning the
Zollowing three transactions which have been the subjeot of
controversy.

In 1951 ana 1930 assoss of Sho aforementioned bk totelisg
a1nost $50,000,000 wers classified ae *non-bankable
Dorts of examination. et
435,000,000 wore made the subjoct of ires ommsracts o (ro-
Terred %0 horeattor us Tater-Auerdon Corporation contraste) emtered

[ ) into between the bank and the Corporation of Amerioa, wWhioh wal
oliyomed mistiary of ‘Mransanerica Corporation, Bach contract

© seyaent of the purshage price by the Corporation of

TEoTioa. st 4ub wmd of oao year £ro aate of mmsetion

Transanerica Corporation took ove:

poration (successor to the erooration of fmerice) nd ascused its

1iabilitios, one of vhich o faaiagidus oo s

435,000,000 obligation Cupresonted by the aforemmsioned

Sty Tup foliowtng b ‘trensaotions relate to the meant
empting to eliminate obligations of Transameri

Sre oubaisierios under the aforememtioned contracts:

applying the proceeds of these Tepurd
1iebiiaey to 8o beck e s seid sontrasts. On or ebout the
e "aon-bankad axe-w..mumrmm.nh

Charged off e vk T, asvitiontton dor
) e cmsttins 1 T viated by africers of the bank that if the
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ealized profits on securities which were written up had b
utilized in the payment of o dividend, more than 99% of thet “ain-
d uld hevo inured to the benefiy of Transemerica Corporation
or 1ts subsidiaries end the return of that dividend b;
Corgoration or its subsidiaries fo the buk for epplication on B
Inter-America Corporation contra o brought about sub-
stentielly the same Tesult as was coonplished in tho maner in-
dioatod abovs, exoegt $hat by v aeans adopted the peayment o
ximate amount of $5,000,000 was avoided, It should

under

texes in

be noted that the ey

contrasts ware ol end that ti

and its diarios it norponnon- end, therefore,

Lvent
oansiatiy able to pay their obligation

Pebruary 1, 1985, end Jamuary.2, 1954
entered into contrasts with -nouy-o-n-u Eubstdieri

Corporation whereby the bunk sold ell of 1ts charged:
inoluding those 1o be charged off up volrely 10 1581, iy P LY
000, ent, to thes me of the
o Yigatdated mmd tho procesds tnerect, in the

er-America

into whereby the remaining portion of the charged:
5014 to the bank by subsidiaries of Transamerica Corporation for &

so0-called guaranty by Transamerica Cor-
L forouen Lguidaiion of these
assets tho amount of the purhoa ho aforementioned
6,500,000, peid by the benk in r-y\-rm ns ke fosmarly omarged-
oot desets wideh . bow proviously sold for culy $300,000, a major
n the amount of OH 844,386 was nade available
Siintes throngh 1nter-conpeny
s oventunlly oredited upon the obe
nerion Gorporation 0 the bunk. The remaint

'the purchase price was used by a whooly-owned subsidiary

of Transamerica Corporation to sliminate a portion of its indebted-
Dess %o the bank on certain resl estate contract obligationt

on and end
vings Association in an attempt to elimina eparate obligetion
of Transamerica Corporation hich arose out of & purshas
ertai

Corriaa on the books of the buk ap "binking prontoos,” but hioh
Voro ot beiag used for bunking pursoses , for s coneideration of
49,155,786, rhich obligation had boun roduced o loss tnan §6,000
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Ind purchased the aforsmenticaed rusl setate; 44 sald
subsidiaries, the Capi
931, (nu it this date is the sane as that referred
he transacti hereinbefore dis-
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tract, In
connection with this trensaction it should be noted that in effect
the bank used its funds to the extent of $5,875,000 to o real
estate (through the medium of a wholly-owned affiliate), but in its
reports of condition and otherpublic statements the asssts so ob-
tained were carried as "other stocks, bonds and securities,” rather
than %other real estate omned.

It should be noted that in each of the aforementioned trans-
action funds or credits of the bank were allegedly used to elininate
800

Dy mothods which some persons might deem deceptive, and thatuons of
the transactions in question were formally approved by the Board of
Directors of the Bank.

Very truly yours,

8. L. H. Sedlacek,
National Benk Exaainer.




EXHIBIT O
TRANSAMERICA CORPORATION

San Francisco, California,
August 7, 1939.

o1l G. Saith,
a.mm Vice President,

Bank of America N.T. & S.A.,
San Francisco, California.
Dear Mr. Smith:

Me, Andrews has referred to me your letter of August 2,
quoting wxcaryts from the Tepart of the Nebionel fenk ‘Baaniner's
on of the bank commencing ufder date of March 31, 1939.

Page 2 - Insert 7.
Z23e1f-Tnsurance Funds.

"The bank carries 15 om sidelity insurence
for the tirst $100,000, end premiums which wo uld ordinar-
41y be paid to an insurance compeny are deposited with
Transanerica General Corporation.®

Apswer.

L oese sro moh the facta, Tt 1o teme st the bank now
idelity tasurance for the firat $100,000, but the
Transamerica ‘a1 Corpora~

m ety % depostt the premtum ith

The Braniner doubtless has reference to the plan formerly

in operation under which Transamerica Corporation carried its
£ide1ty inswrance for the first $100,000 on eaployees of ite nh-
s Anarion BT & 8.4, Thle glan m

the premiun to an outside insurance compeny. Thus Transemerica Cor-—
poration becane and still is the "insurance company" for its own sub-

|
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Mr, Russell C. Smith.

August 7, 1939.

sidiaries, on fidelity Fiaks w to the firet §100,000. Tase preatuns
214 not constitute and wers not in say sompect & Hapostt.? They were

the subs 224 is coneideration of

1y

uding Baxk of Anerica . T. & 8o Av, in
the Tidelity & Depostt ae-;ny of Maryland and were Siatien e mn of
$he subsidiary as an operating expenss, just as the premiwms paid
Tece!tesated on Tas aene

by the
of the subsidiary as an operating expanse.

"This deposit smomts to $2,272,659.55 and
lut_uy Tepresents reserve funds of the bank that are
shown on the books either as capital funds or as

(Tt s ot trus. Doos the Tetional Seak Lraminer maintatn

smims on the £1rst 410,000 risk besm deposited with

zn- na.my 8 Deports Company of Maryland that wuch dsposite would
rve

preatums were puid to Trassanerics orporation 1n good faith in the ordi~
aad Teanea Sorporation davmed exactly the
insurence company woul

o and 411 the Theke that say other Fideiisy tneren
Bare aomamed in ceastiaretion of she premivms paid,

Furthermore, 1t shduld be remeabered that just as in the case
of 4a7, larwescs cvapaay, Trmsamsrics Gorporsbion ws Lble o each
TRMiliesy for anch aad every Loss, ermn 1f thay amoumted tn e agere-
gate to many tines the ageregate of the lm.su-- pald by the subsidiary.

Althouen 14 sy 1ot have suy beusing on the Fequbst of the
hat

7 proxiums puid by he Jank of
o0 far deter-

orio g ey S g pi 4 out that the
Flan adagied by 12,1932 covering

£ and its was dictated entirely by a desir

vantage of the pnnrmnu Pl Bl g ey

ourseires shaterer prafit thare mignt sccrus from the exoess of reserves

ovee aud sbove 1oasoss. Phe Fisn WALk 'ves In epecatien Fob 45 bedk ant
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which 1s still in operation with mmm.uymum-muuur—
poretion's mbeidiaries, has seved thoss beldtasisn

£ dollars in promiums during the yoara sinoe 1932 m-xvmmm
She Tact that group insurance presiums s than the premiums
charged on unit policies.

Bage § - Insert 16 s
“Iransamerica General Corporation - Deposit of self-insurance
funds - §2,372,689.55
"Bank carries its own fidelity insurance for the
first §100,000 and premiuns which would otherwise be paid

out, to an inswance company are deposited with Transamerica
General Corporation.”

Answer.

The answer to this statement of the Nationsl Bank Examiner is
fully covered under the heading "Page 2 - Insert 7" above.

s deposited prior to 1934 (should be 1932)
scldansed o6, hat +ish L e Sooumt wpder the head-
uu 'Hd‘].lty Bond Losses,' and the balance of Moz,:aé.m
s remained unchanged. Interest was paid on this ac
mu 41 193 vhan the Tegulation prohibiting payment of interest
benk deposits became effective

Answer.

Interest was mot paid on this account, Interest was never
paid on this acooumt.  The talance of $402,2%.19 reserve on our books
s jtalezteot and interest was debited to "Expense'

dded to the Teserve for each year until 1934 It was .s.p].y.mn-
::idmu i£ we osased crediting interest to tie reserte shan the regula-
tion p ng payment of interest on bank deposite became effective.
The regullticn Feforred to did not apply t0 us. We ceased crediting the




¥r. Russell G. Smith. 4 Angust 7, 1939.

Teserve with interest when it beceme self-evident (based on favorable
1oss experience) that the entire reserve on our books was more than
eciatia t6 var JErbible dedeon. Wt faet Sk thase 46 carried on
te account for the $402,339.16 balance referred to

‘Exanine: cance. As a mtter of
oks covering the fidel-
pre-

1ty insurance reserves, primarily as
paring statistical data on the operat: ts of the s
insurance plan.

in-
Usate quite elassyitias ias Suade velong to. e sask
and should be properly shown in its capital structure, and
tho depostt ainvaines with Sraneanorica Gensral Gor-
poration is nothing more than an unsecursd borrowing on
Which mo interest is patd.”

As 18 clearly indicated in tne
x-nny-m-hpl-n.rus-mr
the imagination, belong to the bank, o tban
which are carried on mn-nu'- ooks For dsprectation of as
1ts subsidieries o those subsidiaries. Transamerica Corporation
runed tho Tisk n G004 falth and the nnual premiums at amial rates
wors paid o Trysamerios Gorporation also in good falth, the mubeid-
1aries meanwhile relying upon Transamerica Corporation to pay all
oo 1214 (s Repropat ity C4akly excesded the amount of fidelity
exves carried on the books of Transamerica Corporation for each subsid-
dary involved.

we are not amare of "the circumstances surrounding the
transaction® o which the Examiner refers, the circumstances disclossd by
out Feoords aat #1148 peore’osaslustrely ek (e resacyas dajsot bal

%o the bank and are ense of the Word & "dsposit® by the bank.

The circumstances to which we refer are as follows:

1. e maagenent of Transamerica Gorporation mever re
treated the payment by the bauk of insurance premiums as "deposits"
by the baak.
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Thas messgoment was avere of the Feshibitien ia dhe Cersisl

August T, 1939,

hat ¥Hothing in
a1l e sekatiusd os mthorising

ertiiots of T Taserperetisn soutaias

.
o the effect
a

the corporation o s.... arry

on the business of recelving deposits of money."

Boxk of America N.T. & S.A. could mot have regarded the payment

of premiuns as a deposit because it
prohibition against nationsl banks
Danking corporation.

mst have been awars of the
dopositing funds with a non-

That the bank 414 mot regard the funds as a deposit is borme out
by ¢

of insurance premiuns,

at no time was Transamerica General Serparaitin

T8 dspests with 1 n et

The premiuns charged to Benk of Juerica ¥. 1. & 5. At by Trans-
rica in

assuning the risks at
a0 actuarial basis, and we:
Bave been oharged by any insurases

In its aumual letter to Bank of Ane:
any (the insurance counselor fo:
aiviued the bask that the

‘books of Trassamericn eseral Gorpersiion.? A4 ze ¢
inyoiced was for

ey that 420 s

eral Oorpora

e tre 1 dopesis 1n the nane of the

taching 4o sueh unr-u-. were calculated on
snount exactly the same as would

company.

rica No 1. & S. A., Coast Service

£ Toaasemeioa Corporation)

re carried in %a reserve on the
ey

Temiuns?; neither a1d i
Tation that the amount was to be
‘Dank,

the bank

t

A11 losses arising through hold-up, defalcation, forgery, stc. wers

Tica General Corpor
company would honor claims for 1

Regardle,
charged s ot A-mn o 5.
to reinstat 1¢-

T8 of the self-ingurance
n-y Were exsladed fron the benerit
to nor did they receive the excess
paids

4 ‘ation to the Bank of America N.
& S, A, without question and in exactly the same menner as any insur:
o N

s patd, Transamerica Corporation
Lot o Tottomation preaton

Ansurance fidelity bond to its full amount,

70w oeassd 4o be substdtart
8 of the plan but were not en
of prentuss pna 1n over losses

T,

t1ed

-ance



Mr. Bussell 0. Smith August 7, 1939,
10. Since the self-insurance plan was insugurated in 1932, 1t s

part of the met sound capital structure of Bank
T. & 5.4

Alibowgs v tavh opinanary, spbihad 140 eapézientiy.of
Boriag Waifact emeHaldly, should nevertheless by
hat Transemerica cnx—pormun will

preey
L] bRl

"Predicated upon these conclusions, the deposit is
shon as & direct lisbility of Transamerica General Corporation
and 13 1ncladad with She other borrowiags of Srauamarice Gor-

poration and its subsidiaries unde exceeding
1o 1141hs sronasibed whibr Aokiten 5550 0,858

Aasver.

The Examiner 1s apprently 2ot very sure of his growd, In
one breath he says the premtums were "deposits® and in the next "an un-
cured borrowing.
conclusions of the ner are ne ‘Balance
o he semezres SH111 carsied on the bedks of Treassmerion Corporetion

insurance
e

in rospect of Bank of Anerica N.T. & Ak for £1an1LY
ouverisg the zicst $100,000, as well as

n its books in respect of its controlled sbsidiarie
Fesorve iability of Transamsrics Corporation, and 1s included in it
snmal report under the caption "Reserve for Taxes and Contingencies."

® TYours very truly,
(Stgned) John K. Grant

Jobn M. Grant,
President.




TREASURY DEPARTMENT
OFFICE OF
COMPTROLLER OF THE CURRENCY

hugust 31st, 1939

¥r. C. B, Uphan,
Deputy w-r of the Owrrency,
Treasury Department
Tarhingvon, B 0o
Dear Oys
In conpliance with your letter of August 24th, in vhich

7ou Tequest certain inforsstion sbout the
‘ancet of Bank of America National Trust end Savings nmm.sm,
Exaniner Molean

which was enclosed with your letter.

MoLean's letter 1s enclosed herewith and if the informa-
tion contained therein 1s not aliquate, please advise me at once,
and T will endsavor to have the reply prepared in acoordance with
your desires.

Stncerely,

(Signed) Irwin D. Wright

TRWIN D.
Chief Hational ‘Examiner
Twelfth Federal Reserve District




TREASURY DEPARTMENT

OFFICE OF
COMPTROLLER OF THE CURRENCY
August 50th, 1959

ke Tevia D, Eeig,

Chief National Bank Examiner,
L outomety Strast; Mocn en.
San , California.

Deer Mr. Wrights

enumereting below additional informa-
ton developed in comection vith the gelf-insurence
the Bank of America National Tust and
i Assoclation, which is carried on the books
of Trensanerica Genéral Corporat was criti-
4n my last Teport of examination.

infornation was reque
mum'a Py Ughan
195

ted in Mr.
ted August 12th,

1. T was umable to obtain ¢ copy of the
cherter of Transamerica General Corporation, but
was advised that it contained generel corporate

porere an ¢44 not suthorize the trensacting of &
surety or fidelity busin

The funds deposited with Transemerica

Ganmlcomnumwmemmdmd\ﬂm
Corporation as general funds and are said fo bo
s earnin;

turns. The funds

ered s sarnings on which incons tax 16
., Treneamerios Guaerad Gorperation S
211 approved loss claims to
T2y T 1558 o Jume 50, 1056 vt pak paid e fotibving:
Holdups $18,105.75
ortages 85,875.86
Forgery losses
4127,086.69



4. T anount on deposit with Transmerics
Sgmars1, Gorgorsticn 19 st hom ou ke books of e
t dus

on the
Jedger 15 ingorrect. e contention is supported
I the oonsel fatad wiatiment ot Eownsemecios
Corporation which shows these funds as Reserve
tingenc:

5, Toe only enthortty. by ahich she beak
guterst duto the wvesgiment, wad it 1n not, be-
deved to cover recent transactions, is as follows:

1923, Resolution of the
Erocutive Gomtttes of the k. of Ttaly, Sate
Bank, to deposit with th s huxiliary
e AR

Dec. 1, 1927. Pedd $50,000.00 to
National Bankitaly Company, Reserve for Fidelity
Bond. To open accomnt.

Sept. 8, 1928, Lettar dhows Netionel
Bankitaly Compeny carried in self-insurance accomnt
for the bank the following:

Forgery Reserve  $154,031.18

Fdelity Roserve 51,497.67

Sept. 11, 1928, Resolution of the

Executive Comittes to pay $50,000.00 forgery re-
serve end §31,000.00 £1delity Tes National
Bankitaly Company.

0301



June 23, 1931, Resolution of Executive
Oomnittes covering establishment of self-insurance
4n the bank,

Dese 12 192, nthortzation to trass-

for account, from oo to Trans-
enerica General c-p..v, dch would indicate

et the ek sonedaaeat hp Bt oo part of its

Teserves.

in 8 of Transamerica Corpo-
Tation. This would appear to be a deliberate under—
writing of insurance and not authorized in the charter.

7, Payments to Transamerica General Corpo-
ration were made by the Matntetration Office wader
instructions from the Cashis

The last peyment was made July 20, 198 cover-
ing the premiun due to June 30, 1939-.:‘1--:«:
to Transamerica General Corporation by entry 1o
through the Clay and Nontgomery Branch of the Serk
in the smount of $327,812.89.

s arrenganent apperantly has boen disoon-
tinued and cwrrent premiu on the $100,000.00 self-
insurance in the amount of $324,725.31 s tot up

on the bank's books August 8, 1939 under the heading
TRoserve for Contingencies S1t Tusutance s

I an advised that Transamerica General Corpo-
satton constders 16sel Liabie for o1 sems occurring
under the fidelity bond for one year
of cancellation of the scresgement, o midl Jme 30,
1940, the same as any other conce
for the pertol Ny 5199k igust 28, 1999 46 has

paid clains or has clains pending totalling $31,048.29.
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September 18, 1939

Lunch with the President.

e —.

© him about the Islands of San Plerre
said

Spoke
d Miguelon. He was very mioh inter

I told nim that I was thinking of refunding
our $500,000,000 worth of notes coming due in December
Just as soon’as possible.  He said, *Well, can't you
get along, EHey 1noraa-ing the total outstanding

noy that's impossible."
uu, 7T know what ycu tou Ecoles and Eocles fala
Haned and Hanes told me.’ - I s said, *I a & want ¢
use up things like silver certificates, ot ra,
0Pt @6 & last resorts | I want te G ahead ‘and 811
5-year notes or 8-year bonds, whatever the market will
take now. Then, 1f things get worse, we have
of these emergency powers in reserve.

He argued some with me, but I was very An-ucanc.
I said, *You have been kind enough to s

about it and I want to keep our finances in such shape
that we always can see ahead for three’ months without
financing. "

He ssid, Wil san't you sel 1 osrtain soourities
for Jones and HOLC?® Sald) Tos, T inten

"Ana, " he said, 'u you kaep your balances co 1 huunn
or 1% billion, won't that be enougn?® I said, "Tat's
wha

entirely.

Ihis 1e o very tmportant viotory for the Treas-
cause Ecoles had him 801d on doing something
Qite d1tterent T sald, 'T coneider sy nusber one
Job 18 to finance the Government and I want to be able
to continue %o do 80 and not find ourselyes in the sans 3
shape that you were in the Fall of 1933.
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I told him that I had been misinformed by
Edison and, therefore, had misinformed the Presi-
dent, namely:  that the Navy nad come to an upder-
standing vith the arassent pecple.
Gonts you sako Adnirad Boopies and have him oheck
up @ the Havy and ses 1t they ave up %o date oo
"Ana

let Pecplen check
e ‘aata.you would rather mave Peoples drunk on

Walte House staff than the Treasury. a1d, e,
and that's not unny because 1t! He
He said, "Well, I am Just Teasing you
g ow, te's fact."  (This refers
%o nis’suggesting my uging Pooples at the last meet~
2 naaema e gne Evidentiy I made an impresaion

on him why I d1d not want Peopiss.]

sa1d, "How are you getting along wi

e [
Harrigon and that investigation?® So m, “'en,
ernoon.”  H

Well, I think tue President had his tongue in his cheek,
tuat'nis suggestion will not nold water.

The Frostdent said ke may g0 up Friday nignt
to Poughkeepsie,  "Would I like Yo go with him
I said, Yes, Hesaid, "You can stay home on the Day
of Atonement." He said, "I have nocmng o atone
for."

In talking about the Islands he sald that we
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Bignt want o le 1 beoause, being on 5
Scotoh, nd one-third -wm:, -m.
that umxnﬂun 'I Aon‘t nne to have to g

nickle more than I hay

000-000




Present:

H.M.JT:

Smith:

HMJT:

H.M.Jr:

ptember 22, 1939

‘Mrs. Klotz
Tom K. Smith

Itve got an idea end it is strictly confidential

and I want you to think about it because you are
the one fellow that cen help me. If we should
decide to move through FDIC on f Americe

the Benk o
then, as I understend n, e appoint &
Conservator for the Bank of America.

You are going out to the West Coast to attend the
Benkers Convention. Knowing the Californiens, I
Delieve the has-te bo a Celif

ow there must be in California & man or nuuun
exbraction Who 18 on the level end in whom
people have confidence.

Tou aro talking about Rosstti, Rosetti operatos
a very conservative d is just the opposite
of Glennini. I cen find out all'about Rosetti.

e el Rosetti and, in strictest confidence,
in out without lettifg him kn

o 8ot a% the somveatican, go to Tos Anga!. : pat

see him.

I think you have a wonderful idea.

went somecne as a Comservator in vhom the worker,
Vho Bes his Tew Rundred goliars deposited in the

of America, has confidence so that this propa-

Bank
ganda that the Jews ere perscouting the TIteliens
11%60 out the wind

KA KKK KK KK KR KK X

T, By Baasibl id eea or ths Farkers aa Merchents
National Benk of

K EK R KKK KK XK K ¥
M. Iz. asked ms to bave Irey intestigato Rosetti
o

H.
end also to send Sam Klaus out to California to s
what he cen find out ebout h:

B
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September 25, 1939

Lunch with the President.

I said, "lir. President, I don't know why Hanes
18 80 mich inferested in this question of short term
oredits to foreigners. —Possibly you can enlighton
HER ter Cabinet, when you told me that
you axd noc wan! nnything one, I
shee to Hanes dnd Foley and Duffield. And then
n my return, I get the inolosed proposed pres:
Saltase fhom Hataa.t - Fucitcestdent read 1t and shook
t. He said,
e
Gabinet, but evidently he does not undenstand it.*
I.sata, "Well, dent, and I don't understand
it, but maybe

the time."  Then the President went on and told me
fiow e had la1d out Winthrop Alarich hen ho suggested
that he should do the buying for the English and the
President again repeated his formila that he wanted
something 1ike the English o do their own buying and
the Frenoh to do their own buying through some corpor-
ation like the Amtorg. I said, "Mr. President,

uoky that you put someone in the Treasury who isn't
of Wall Street, by Wall Btrast, or expeots to go baok
to Viall Street and,” T said, "f 1le awake nignts try-
ng to forestall some of these nmng

1T wrote you last week that I an having
ny trourias e e Tee 1d, "The time hasn't
obme yet o ask for held, e
advantageous position that I am in now, namelyi that
I can chooge the time to finance and refund and
T watt until Degembex then the New York oromd oan dio-
ate to me , "Eccles' crowd say that mey
vant to Kesp money rates lom and we say we want
Siear the shack tb. Finanoe, because it you keep bu
bondg, the norsal inyestor’vill sty out of the market. "
The President said, "That's right." He sald, "I am not
going T gt Lntersoted or worried i the bond market
until the interest rate for ten-year money £oos above
3%. " So I said, "Well, that's a long way 0241
think you can borrow ten-year money now for




Y the first of October the Fed does not get out of
e market, I may ask your help,*

aid, "Have you talked to Eocles?" I said,
'Pn‘uonally not since Wednesday when I had him for

But T don't want to have any riwe with hin. *
¥The less rows betveen Departa now, the better:
He said, "I ag
en I shoved him and let him read the memor-
(i R R e e S e
with Doughiton und CooP The President said, "He'
don't want anything until November 1."
o 11ke"a wonan who puts the most im-
“I make this recommendation for

gets better, our income will be so mich greater we
fave to increase taxes?" I aatd, "Absotuvely.®  Ho
“Well, I an very fond er Jofinnte Hanes,'but John-
nie just doss not understand.' He said, "If
as_to whether the people would rather
" b

uals and groups profiteer.

I said, "Well, strictly between ues Mr. Presi-
gent, I have not told this to John Hanes, I have asked
Nogii1 and Snoup 5o prepare a memorandum’ for me. on o
cess profits tax, to be ready on the first of October."

The way'I see 1t, we need exoess profits tax,

-\

0309
year money for 13%. " I said, "With these huge ex-
Ives, there ien't o chanos that money will
80 to 3% for sometime to come."  He sal
t ny orcyiR. " o satd, Hod'knsw: Y
ch things by rule of thumb." ' I said, "Well, if
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taxes on the middle group inorea: ed and 10")‘ the
exemptions in the lower bracket: He said, "Abso-
lutely! Simple program. Suits me perfeuﬂ.y. But, "
he sald, 'not 'until after the first of November.

I gaid, "You will be pleased to know tha

Jerome Trlnk told me that he was delighted wlﬂh
Ross Magill's report on the New York Stock Exohange
emd that if the New York Stock Exchange would carry

t Magill's recommendation he, Jerome Frank, wou: ould
Do ‘wiliing So lay off on the New York Stook Exohange."
The President sald, *That's very interesting end
d1d not know 1t

I then told the President that we were go
anead in extending our purchases for the olvil Copert-
ments outside of Washington, and that Harold Smitl

electrioity at the same price.” bl this be
shuse 1 knew it would tickle bial shd it aie, 1 esta,
"You remenber wi e dld in New York cny," and

sad, V1" Tonenbor very well.

I again took pains to tell him that when I
back to the Treasury I found the Treasury in a subordin-
ate position and that I had to stay avake nigh
fignt these very insidious attacks on the Tréasary.

He satd, *I outlined to you what m fer Indus-
tries Board is going to be. Said, Wes. t
sald, "You know, there are gelng o bé seven peunmw
gne on prices, aother on 1labor,"_and he listed them.
e said

st difficulty in TiLling and that fs to be Figcal Ad-
Stons b %l "Jatd, Hiot but wiat you and I would oon-
tinue to run things the way we are now, but I have to
have a leg man." S0 he said, "Now don't get exoited,
but I shink I an going to take another ono of your

away from you." I said, "Mr. President, w
“ierle Goohran. When he gete those things -cmxgmenea

4
i



out, what would you think of Merle Cochran?”  So
I said, "Well, Merle Cochran is excellent where he
8t

the
Montague Norman and Dr. Sohacht and last week, when

I wrapped these New York foreign exgnange dealers over
the knuckles, he was quite ghook

Think ho'a the man for you.?  He said, "Wen'f ha be
£000 betweon he.Btave bepertment avd. the enss of, them
and et11l gtak on your payrolit® I said, *I don!

e
1 can find somebody, because, after all, that would be
the key Positions

. 000-000




September 28, 1939

Saw the President this morning.

s I came in, Basil O'Connor walked out. He
said, ot et seny fiden having you drive me
out of the President's room."

The President said, *Basil 0)Connor nas J-:;z

for the Frenoh and the English and that all the com-
missions involved be turned over to the Red Cross.
8o the President said, 'Miis is a prevty good ides
Bus T donis ses why there should be any commissions.”

80 I said, "Well, that's one of the things I
cane over to talk to you about. I can offer to the
Frenoh or the English and any other Covernment the
Tignt to open an acoount with the Federal Regerve as
gur fisoal agent proyided that you approve: = Tne
President said, WFine! Go right ahead with 1t."

The President then sald, "You know, I had in

six menbers of the Gabinet the other day fo sit arouna
as

ve an agricultural supply man. a, 'I
them how during the war the Secretary of the Interior's
time was taken up by eitting on various boards shen he

sh n
fdent satd, 1 satiefied them all that they had nothing
%o worry about on this new War Industries Board."

1 gatd, "Well, that leads me to the nex
quunen. You suggested to me that you yanted smur
Nerele Coohran or Dean Atcheson to be on this
Yook atter fiscal matsers and we both agreed iR o
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of these two gentlemen would do and before suggesting
somebody to you, I really will have to find out more
what his duties are going to be. The esiden
thought a minute and he luid, "Well

with Lauchlin Currie?® a1d, "hat's what I want

y do you noed too-of theni? | Ho said,
He s "hat I had in mind 1g this."
He gaid, "For examplé, I am bringing Admiral Leahy
back as 'y senior Naval Atde." I said, 'I know. You
told me that.

But he does not know nnything about uupp:uo-.
theretcra," he said, " need somel budy
Puaplu-" Be anaa; bt necessarily ine P eopTon, ut
8 Peop » and m same way lome of these other pﬂupl.e
den't )mw anything about finano
said, "But yuu have got Lauch Cux‘rﬂ.
ht I don't need anybod

get rid of Rowe any time because," 1d,
1s doing such a fine Job with personnel I don't need
him, "

1 can get rid o
S0 I sad, "If you are bringing up Leahy, why n
make Peoples an assistant to Leahy and hold Leahy resnnn—
sible for keeping Peoples sober." He sad, "That's
good 1dea
Whatever the President had in mind, and he
dntly ad dn mind that onie of the seven D S
w feel that the fact that he did not have me
‘ueaday when he was trying to sell a bill of

will use Lauch Currie. So I would say that that i
has been permanently set aside, at least I hope go.

sait) fHow is cho hond market ooxing alongl"
I sala, Hortneit T sata, o1 cal1ed up Egoles yesterday
atter that nasty article appeared, to talk to him and
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ot @ beautiful letter from him today." And I said,
I don't think we are going to have any troubles."

000-000




October 1, 1939
7:10 paa.

The' President called me awhile ago, and I told him that
‘we had been asked by the State Department to prepare sometning for
Key Pittman on the Neutrality Bill,

We felt that the consideration fell into two matters:
arry plen

One, whether the oredit olsuse in the cash-and-c
now under consideration was contrery with the Johnson Act, and that
we in the Treesury felt that, and were of the view that, the
opposite was the fact. Particularly in view of a memorandum in
the Treasury's files of a conference in my office in 1934 at which

Bad asked the Senator the

Senator Johnson was present. When
specific question relative to short-term oredits, the Senator had
answered that the elimination of short-term oredits had mot been
considered part of the purpose of his Bill,

The President said, "That's wonderfull That's finet"

And the second part, with reference to the question of the
extension of 90-day oredits, I felt that the President shouldn't do
enything to urge it. That the wiole history was that 1t had been
introduced in the House for the direct purpose to restrict the
powers of the President as to the extension of any such credits, and
that we in the Treasury felt that the President should let the
pressure come from the outside on this.

The President seid, "I an in complete agreement with you, and

ST ——
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that 1s ezmctly the way I fesl, end Cordell agrees sbsolutely.”

I told bin that Cordell didu't talk that way to me this
Borning, He gave me the impression that he Would 1iks o see
this fnoluded.

S0 would I%, seid the President, "but I am not going o do
anything about it. The Bressure will have to come from elsewhere.”

Ho asked me to send over to hin the memoraudus, end the
memorendus on the conference in my offive, end while he dida't tell
me 80 in 80 many words, I got the impression timt be W1l see taat
1% 1s sent and gots to Key Pittmen.
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October 3, 1939

Lunoh with the President.

The President said, *8ome of these people give
me an awful pain in o ok. For example, ennedy. *
a1d e sivare fas apponser and alvays il
1t D'rmun¥ r It
00 wou

be a PP i .y

good peace otror tomorrow, b he sa 50 avart work-
ing on the King and his rrxenﬂ, ‘the 'Queen pnd from there
oy rorget everyboay to agoept 1t and,¥ he said, "he's
Just & pain in the neck ©

Ang e satd, "The trouble with Bullitt is in the
morning he will send me a telegran 'Everything ig lovely'
and then he will go out to have lunch with some French
offioial and I get a telegram that everything 1s going to
hell.

He said, "The only thing that saves the information
my men.*

save & ent $he reasons for postponing
oing a e ot hen that o
s the peace or war

arily tha
they had run the Toborast rei
to pay the price.

ponmeme:( aia

4 him what I had done 1in regard to the proposes
silver enbu-gu into InAu and he thought I had handled
d, *If you tell the Britieh today ti

y can't put bargo
India they would say 'For akel
donts bother Be at this time it trivial matte
trying to fight a war.'®

g the uwornnon of -urer ot
2ongt

Ho aigned ther memorandua guthordsing Publdo Health
to spend $20,000 for malaria. hncuy
and said "Is this legall® and I vy y signed 1
I told hin the reason I brought it over vas besan
fnitiated 1t.

He handed me back the memorandum from Captain Puleston
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on his conversation with Mr. Waohtler, of General Motor
The President said, *That's (A gxoellent memorandum and
hope to receive more like it.

He showed me a letter from Oyrus i‘-qeun, who was
anuplnmng ‘about the advisory board get up 5 the Treas-

t
and Bnno "two e Morgan men. "
Yt Tignt aia they being in'the Tr-lluer'

*Mel1, Cryus Eaton is getting religion |
And T h you wi

Shis memorandun of Coohran's oonvar-anon “with uroy

a an account

with Morgan long ago if it had
After all, Mr. Prossdent,
lege professors, if 1 want to_get poopx- who have had train-
ing in finanoe fo assist me, I'have got t0 get people of the
type of Burge atito and Hane
o1t very olosely to that 1o the x-xgh: thing.*

o President then asked me how George Harrison was <
behaving and I so1a hin about my conversation with Harr
this morning.

he President said how could I find out what the
l:ngnm and French are buying in this country. I said,
*If you want all of their acoounts to be open, you ocan
s.nn-omxo- some legislation into the Neutrataty Bal1 which
woul it mandatory for them to have their acoount with
Te Fodsral Resor ve,* and he thought a minute and he said,
o, | If I want them to do 1t, T will just tell them to.
Idon't need any law.” Bo that's out.

He ongressmen,led by Voorhis
in today, who wanted to put on taxes on minitions and he

sa1d, "I'was good. d I persuaded them for the time be-
ing to do nof g He said, ™ 8t take munitions?
Why not tax the brass fellow or the brass pipe fellow who
makes the shell in itg esrly stages put a tax
on the oopper. fellow 1y | Ho aaid, “Ihe bext tax is the ex-
px-o 8 tax -na,' sald, "I com them that if they

#ant to to anybody They should talk to Thurman Arnold
in S asbios who ms a5 idea to handle it after the Germsn
anti-trust pattern whioh," the President said,
and won't work.  Talk to Jerome Frank and Leon
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or to the Treamry, fThe President said that he thought
e best system was excess profits.

1 told him Magill's memorandum had come in.

I then let him read Hanes tter to me which, when
he was_through re 14, 'An that Hanes says
don't 1 have

w1
1y,
s grand. Before reading n 1 tom
rful Thas it 1 gave 18 %o Hanes tha
som of his conservative friens would lsarn about n
ur £

1 satd, was the only
one of the whole group wha ‘advisedne not to get out a bond
1ssue this week."

He _said, *There 1 one thing that wo about
Hanes. . Wnen fie oomes to Cavinet T see :h.z n- takes
aopious notes and,s he s don't 1 He says
"How do I know how they will look like m yesss. from hent
1 eaid, "That's partly my e 1 asked Hanes %o

a
a

. e said,
former editor of the Harvard , kept note Lino
SETasardibetng fonelac (e Zow Triends that Lincoln had

e Cabinet they are very valuable, but' he 1f
ouscthsr mertr ot Lingoin! 5 cAbinet wis ey HoE friendly
had kept 1%, Jjust see what a distorted viewpoint you would
get.

80 I said, "While you are talking on that, there is

a member of your Cabinet who keeps a very m11 neeounl of
cmnu mestinge ‘s Frank Murphy.* = I said,

e said, 1 noticed he did el

He
%o Talk to him about 1%

then showed him my letter of September 26th on
halainesatein proposition and he said, *Do everything
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you can to help the Chine;

I said, "I will."

I was mighty glad I had my tax let: au;
7as an offast to the Oyrus Egton letter e gt
thr ho President satd, *Woll, those men don't del
po)icy. They jugt advise you,* .n I said, "That's nghu.
And then I eald, "Any gaina that George Harison or his
group nade_in usurping the Treasury's power while I was
gone, the Treasury has completely regunnu 1ts position."

He said, “Illustrating that the English having an
acoount with the Federal Regerve and I wouldn't know ho
much’ oul the Elegtrio Boat Company

80 o eh-ush subohasers,
B5°0f whioh are being outie in this o ountry;
bung built ip Trancej eome in England and aome® 1" think
he said, "in Holland.

President said, "On Sunday I went all through
the New York Times to see what stooks I could buy which
in some way did not come in conflict with the Govern:

£tor Teading the wiole ligt T only deoided there were
3 he was .ermu e p-rfu-o
the other was stock ii g

14,

nm, “Iell the Japanese silk might do that.
the matter with mail order stock?"

it ordar afosk i SHALIRIRES oome in confliot."

*There are only two, perfumes and watches.

000=000
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Mr. Pinsent, Finanoial Gounselor of the Britieh Eabassy, called

‘aoquata wyhmmnumnmdmu-m
action. Furthermore, they would appreciate amy personal sdvice the
retary might care to give as %o vhether sush move at this time

gh
Weutrality Bill. Mr. Pinsent desires to hear from us yot today.

L mietiies the m'-ptu information to Secretary Norgenthau
at ;M asked me to put 1t in memorandam form for the

lnu-hh i Kr. Vhite fo shart studying this afterncon.
He asked me to tell Mr. Pineent by telephone that no. immediate
reply could be given and that the matter would be taken up on

Vith respect to the subject of silver, Mr. Knoke told me by
telophens at 2135 e A ietioma. tad ia sirie) svarihenss; Wed
0 Bank had Just gives hin the folloving iaformation. The

of the Bask hed telephoned

o111y reasoning, emphasizing Shat he reoent rise in silver:: hed
Been due to short-covering; that the subsequent decline had come

e LT overeds amd that Werioan selen of sliver had
contrituted to this drop.

K

H. Merle Cochran

HisopeveLy pBERTT s oort

ret

P - 29-39

T pec 7.0.160 o 1 S
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11 you kiadly forward the follewing sablegrani
“Amerioas Mebeswy, Lenten. abmevetvateatidestioh
for Bubterverth from the Seretary of the Treaswry.
Pizsanclal Gownselor Plaseat of the Dritish Mbasey
s iaformed me that the Goverameat of Inila,
desiring 1a presest eircunstasces te senserve 14s
foreln emdaage heldings, has Voen relessing
Government silver to the Indtias markst. %o make
his poliey mere effective, 1% wae propossd
5t the Governmnt of India iwpese at ax sarly
date an absolute ewbargo ea silver twperts.
Piasent satd his Governmeat had instrusted
a0 ascertan ay reaction to ihis centemplated
masure.

1 replisd shat T appresiated the aotien of
s Government ia conulting me; that 1 did net
destre to express any opiaten as to $his poliey;
Vet 4hat 1 444 ot raise aay ehjestion thereto.®

Franklin D: Rocwevelt Mirary

DEQLACEITIER
P o R 5 1.9,




THE WHITE HOUSE.
wAsHiNGTON

Septeuber 26, 1939,

MEMORANDUX FOR
THE SECRETARY OF THE TREASURY

Will you speak to me
about thist
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September 26, 1959

My dear Mr. President:
s Ohiineso Aubassador called on me ftoday
9

that
d announced ‘that from now on no munitions, motor
cars or gasoline belonging to the Chinese Govern=
ment could pass through their terr:

I have called up Ambassador Bullitt and
given ki thie information and asked him to try
o get 1 ﬂd‘s}wﬂ 7

o

oTne Chinese Ambassador has also !ppz‘euhaﬂ

C Bark againgt the s
would appreoiate your advising me how far you wish
o with this negotiation.

Yours sincerely,

o Py |

The President,

The White House.

Franklin . Roossvelt Library

DFEL/" 7108 puc 0. 16D

RAP 7-29-7)




@ THE SECRETARY OF THE TREASURY

Dear Johnnie

0d 44

B0 we agreed that the time is inopportune for deliber

tions which S ve eonferences outside the Treasury. I be-
Laeve there 1t general o roenent at both ends of Pennsylvania
Avenue that Tation will be offered at this Spe-
Ao eeton ot Congrass.

The President and I are in complete aocord with regard
to the central problems of 1o 10 both feel
that in this period of world Sontiiot when rons .ncerprno

rofit motive are being attacked o both flanks —-
Shaa Fassien on one S1ds and Conmin e on the other - 1t
5 parsioularly important tnat our tax polioy should serve
%o strengthen and not weaken our basic Pnstitutions.

1% the Torces threatening our demceratie struc-
ture #311 find support in this country if the governnnt
overlooks the in Cassdintacite umnr«privuogﬂ group!
at to ne_persitting over-privileged groups PP attain
Secial gains. Th tne sontns to cone the a15content of the
Ghoupe which have been injured by dhe war situation will be
aggravated 1f they feel trat favored persons are peraiited to
maX rainary profite that arise

sequence " eon. By ersonal S eperience in the
agrioultural uuu of 19337 know how  people react to situa-
tfons 1n wnioh tney Justly feel thems 1ves to be the victims
of soclal forces, even i bsence of the contrast of
-paez.aux-r gains by e

-
tapping the

The President and I are agres ed that during the coming
period of inoressing Industrial activity it would also be
B o1e to inorease taxes on the middle income groups and
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i
7 Ang In order and .nunmg a more
aultabie et siribetion of susten) burden.

This 1s not a war tax program. To my mind 1t
appropriate tax program for a neutral country in a lorld at
war. I feel that through such an .nughton-a policy
check that impetus towards war vhioh eprings from ox
war gains on the one hand and o

It is tmpossible to prophesy the nature or duration of
lne war sbroad one line of economio policy 1a olearly
Tables folmice: avoid, as far

sult in severe
ous o everything
alanced recovers, et we
evelop:

me. o smple opportunity
our tax program at length during the coming months.

Sincerely,

Mr. John W. Hanes,
Under Seors

f the Treasury,
Washington, Dr O:



THE UNDER SECRETARY OF THE TREASURY.

Septemder 20, 1939

Dear Heary:

Brar 10 often T an struck vith the inclination to et dovn
£

ongth. Such
that case "to the vaste!

4
ot% Vithout hurt feelings on R
fou vi11 remember that on Decesber 13, 1938, prior to
Congress, T took occasion to Flace bofors you certatn vievs
in regard to Administration policy to be pursust
T respectfully refer you to that gty &

that seneton of

and 1
Semmivist boGae Tintted soope
to the Congre

un
ecommendations of the Prestdent
(2) Tooling that an attemyt wisl be made at thte ox ton to
bring up the question of var taxe deavored to | Trepare Rysel
making the Iu))o-in( Sovesy — on asking
cmple 1 var tax legi .mm. e
e to
of e »1:‘
Fia var, .u.a » meoting
Tewween the roaniry whafl, ad the steff of the Joint Sormitte
Internal faxation, for next Monday afternoon at 3 n'clnck to
Ehveuss thove quostions 1h satail:
Yy sgpretensions are that there il devel 1o the Conere
ment o ansot Legiriation tn wiicisation o7 our atering
= atnd this voud be o grave siatak o =y sincers
soviotion uu. the full of tho Adatntetration shouia be nobilised
So prevent pastage of such legtslstion 17 1t should be pro
I make this statesent for the following reasons
(1) I this country should finally enter the var, it will Tequire a
declaration by Congress. and our entire fiscel policy will be immediately
Tevised in the 1ight of the then existing conditions. I assume thet the




Trossury il bave prosered » tex ML bo suimis bo Coneraes

decleration of ver. The Treasury M1l will of course be bas

smparience i Inforaation relerant o = el o’ oot coaditten
ize its enactzent becose mandato

In oy optaton, the coustry expects the spectal session, under
b

and sgainst ageressions from vi
o o Trensy of fon ihat v are mo
rank and £11e of the

keep Aue
pon. T an satisfied that e hhldnlmpln
posal

tréngthen the opposition to the
the .p..an

i the
dispute 1n B

rt
he dumestats action of §
o shove potat 1o partinent to tne temediats sasue 1

actment of o var tsx BIL with 1ts nece sarily
ne Mainistration

(3)
for tn onthat
érastic provisions 13 tend v creats
regards
ctreulate
sroviding for a confiscatory tax Ml woild r.,u m sttost of
Tetarding the forces of recovery on every fi g Ty

application of feur that would stifle the Frenent dontmant P
econonie racovery for which you and I have s patiently and Peretstontly
iven to accomplish.
(4) Tou will also fina that the opponents of the Fresident vLil dreg
s and war profits, and undertake

,gm-: maitions mabars from the

tr opponents of 1dent

L Fiih el tntnate profiter th
forces andpovers ot o
3y oy ol
for de

crow that you say exvect te originate the ont for the imn
sego of o war-time tax bill, but it wil) hardly be proposed perr g,
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the passags of the Fresident's meutrality measure, and will be offcred
then as an rasement to the Adainistretion under tie guise of con-
tributing enormously to the movement to keep us out of wer.

other point, and this is most importent. I am convinced
% the Prestdent's proposal, snd keeps 1ts hands
tions, Which
the national incone to over elg)
e eimute o the solution of our creat oroblem - the balsncing of our
Foderel budget.

Stncerely,

Tl as -

o Eonoredle lenr:
Secretary of the

¥ Morgenth
Haskington )




October 5, 1939

Gabinet, Frank Murphy Sent me a ngte which said,
ror ™ ﬂrlt un- in my 11 ¢t my age, I am hating.®
The Nazts! " I meves'hates anybody

8
ey Ha

the $tacned gemorandun to the President
ana lniﬂ‘ SH L vonta" Tags you and Hull afte:
Gabinet, b whereupon She Breciiiny eoneeaey to read 1t out
abinet.

Hull gave an example of someone who Jams ia today
a1 wanted s o bring. oen vrke o art from Bu
ountry for safekeeping and he said he maugm the

oriatis"e ahould oome from those countri 0 own
of art. He felt that the same thing applied so
T oanes

4 out that if the French wanted to take
shay o J0uld sell purt of their gold to us
use those dollars to ssquire
£g0ld from .ny neutral sountry had o here and w
arvival, as 1t  has o w poitey onty o
P&y for ol aftermiy haa arr:

I point
the inttdative

The President then said, "But you 214 use waran,
and I said yes, 1 D5

2sked Hull what he wanted me to do and he said
please prepurl & memorandunm for him on which he could bas:

o Prestdent ne"ed the Cabinet what wolfran yas
ana noboay e Pros 1, Om't
ou i ome uumna by diamonds?* an¢

u
Bofore we do that, I youse ryther lesue szsle m-uno-cu
becauss T omn plonty of thos 80t & good laugh.
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October 9, 193¢
(atotated October uma)

Lunoch with the President.

he President that thors was & man in America
-ho aat nn e eoes vo Five dLfforent individusle from
he

s here representing Dr. Scha
who. triea co york up Sympathy to back Sohacht to
Hitler. ard of thu through Merle Coohran,
B " fron Loon Fraser, who was one of the five.
one of the five was nux Frankturter, | The Free
yory mioh interest aid he would 1ike
ol or ana me as 6130 Taesday morning.
The man in quunon 18 M von Trott. Frankfurte;
0_and one s ago. ‘s a Ruodes lohnl.r)
nan: with an OFford .mmn. io_has &
Mr. Carter who is the head of Institute
o waion is financed by the Rookefellers.
te: Frenkfurter for an appointment and
brought von Trott e e Trots taiked about everything

the gist ob was
a polioy. Yo uxtoray rman
would only foroe Bepmene 1ike then
but that if the English would be r
e & chance for peace.

were we going to Taok the Tagiisn in
oause if we did 1t
o back Hitler,
onable, there would

Frankfuster gaid ho was never so eurp 1000 dn bie
1ife_to know that Iknew that this had sl m and un-
til I told him he had no indication " tnat he had oome from

oh I am trying &
uwungn- hs 3 Foom gone " hrough, $60 T
% foels quite sure that he misl be out of tne Foregn

%7100 Lo do underoover work here and that after we bave the

Feport he expeots to turn 1% a1l over 0 ador

g0 tur ‘their Sootland Ya: Sent. nm he
o8 not want o Know o sherkead nf Soortana Tara 1

he’Ustea Brates: I n 1914, that ron

bentrop d1a fast this sor Canada.

The Pregident :olﬂ B %0 got hold o:yl. Edgar Hoover,
i

thlng in

lunoh I talked to the Presidont about & finanoing
and told hin $hat with Daladier Cpasberiain Saxking
Tuesday and Wednesday, Pespeotively, T qu a the ad-
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visanility of doing the finanoing and that, it
sold this week would gell oft .m 1t
y nd

saying, *Well
n if there is war
Wi mnodities selling off in “this o evunzry Engl.
ysing a1l their supplies that th oy have on aad, e s,
body te t will n domeatically, 1
nu world, or i the Government bond market. ‘Therstors
I think 1%'s advisable to postpone it.*

I told him = nnna co 1nur
~ $50,000,000 next we:
.bout 1ssuing some more -uv 5 o (He cer-
icks to his ide » let's keep
:n.c for a rainy day."

told him n—uz we oould sell another nso 000,000
4 I vas Jones would kiok
avare one peroent
not wh-n he was now borrowing
o T sident seemed
amsed 50 nunx :m Tone -oum have to pay more
than he is paying & 4w Goula aleo
borrow. $1607600,800 2or vmt-a Bta sing, but if I
dia not inorease my bills my_cash atancatvonid g0 down
,000,000 by Deoenber 16.

I then told him about the  Junoh witeh Gochran and
03

sun ne
luncheon, besquently, the Bishop seiled for Rome
saw the Pope o' approved of the 1dea, and the Bis

Sarned and Jot 16 bo known as $6 how the bresent Bepe £e1%.

I told: the President that Harold Iokes had ocalled
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me in the morning to try to get me to intercede in
getting passports for the 400 Jewish medionl students
studying in Scotland and the President said he

posed to giving any vias to Americans -mnbn-
ganted to-go to Germany or France or Bootla

Frosident Je1t he could not make an exo ! for the
erudente wiening to go b Sootland.

The President said that in roundabout way he

had heard t erfeit money either was or wil

Gome in fron both Gernany and Russia and to inform Chisf

Tilgon, I told this to Horbert Gaston last nignt, to
up.

I told the President that ¥ hat e niftyfor i
d on the attached memorandum). 'nm»o nn
-m--mu between 10,000 and 20, 000 -m-
embargo 13
n t)

neiped me P56 Siih the 0r3:0s
esident said,
Marit:

ML, 010, 14 cely se tha uan¢ Coast.
union s differe F. of L. on the Aedanttort
sata, "1 %41 mave i nll‘ty for you.

I told hin sonethiing sbout Gardner Jackgon.
gaid, "I would like to meet him sometime
$%'00u oan fina out from nim, without 1 nng
the President wants to know, i Lee Pressman a Commnist."

I told the Prosident o e had been making a pre-
laminary study on the Gernan en ucu-non and had come to
a oconolusion, bar -a on_the 011 of New Jersey's
nformation, that

Germany we q
gasolins and lubristing protuct

He
said, " See
‘know

congerne her
th this ana T an

Xknow and how 11ttle there is in Washington. I think it
s very important. 2 delicate thing for the Treasury




can g0 places we Fantsor b
eaa’m that Luneriin Surrie wes tiokiea

The President said

"I saw in the papers that the
Depazymart of Gomme

4 that the German
makes the mistake in
rma

, *1"suppo say i
the Somsumption 1g by private cars and they
irely 16, “Foue1
n xn o-nnny for heating pur-
aid) *1 suppos of thie heating in priv
Bones 1n Dcmny, ten SORo A Tls Storest thaySesTob
ground coal.

somaately 2 % jacia piat
tting gasoline out of

far have gone, we be-
1lieve that they were Heltosurtiotont, Ho agrecd with me.
I asked him whether he had instruoted the Navy to
Put out an air sontrol over the route that the IRIQUOIS
was going to take. He said they would do it today.

I ¢han shoved him for 4he firet tise e List of the

ou every other one," and I was delighted that the
10 That e woula have them given every alternate

Muoh to my surprige, the President said, "How will
get this om- to the mile 4, be said,
ok Toodring or s o R

Shall we
said, n view of the trouble that L arths Fasnct:
pmm ih'Nogaring, 1 t that you tell bokh of thes,
ven's sake don! hat I am feeding this
Burt to fe eaia; o1 o3 et Guneral Fatoens

you.
Foll: unfertunately, Watéon was out to lunoh, so I went



o

Uias Lo Hand; told her about thie;
hn- to rollmv thraug tvr me, which said she lﬂﬂd‘
Then when I learned that she was so t.rrﬂlo 1y llp ot
about their Dli submarines on the Atlantioc C
sasd, well, I had every good reascn to belleve nué

he Presieny resd She measrangus which had
been mmsma to me by Bail: 4 Oreenbeun on Bailis's
troubles with Robert Allen and Jastice Doug?

I asked the President if ho hat 4y fealing about
eing her

ople coning from New York, Dot ‘onber
o T said, "Well, I have been having

here to udy an

And he said, "You could say thal Baiate ana
4 made their report. They were going home. And
vhen you needed them you oould 0811 for them and have then

com
eistols 16, T don't Know

I mbsoquentiy sav.| Baiiie for gbout an hour and when
a1d, I told him that the

cunm ncn his story on the

‘busii e President

Pres nl enux'ely
EatitocBeb Al1en-Dougl
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ha indioated that he would leave it to Bailie and me
to decide what our relations should

0 their bus: o
T about. Burgess atending .
donal Gity Bark thig week!
e question, Just I felt
1t was out of the guestion for Baille to SR
0 &0 meting.  He said, 'Well, ke was just going to
n the game hotel and would only haye breakfast with
The people Dut not attend the mesting.® Well, atter.a
long talk, Bailie said that he did mot want to seem,
§he publiq, that e was deiven out of the Treasury txioe.
1 aid, "Well, that is of course ridioulous.' And that,
e e e
o come here less and less and then not come at
He said that after a coupl
story that they were not coming

long beoause there are so many things we need you for
here in New York'.

000-000



the Maritime Comai
canvass the situation to see what plans oan be
pare

TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

oATE Ootober 6, 1939

o Beoretary Morgenthau
FROM Mr. White
l Subject: A Possible Needy Case

£ the S Aemiraddty dav. 4s
s oarryt provhion one

ta; as you kaow,
ment of 1.:3- mllh.r of aips, 4
o o n and Northern Europe. osti-
Bated that more than one-nalt Ri1it0n pooss sons of Shipping
will be rendered inactive. Although a part

ou rt of the shipping
in the North Atlantic can be diverted to other routes thers
will remain a large volume of idle ships.

consequence, there will result a large ino
the nusber of unemployed seamen; many I do not kno
nay be a a8 10,000. There are several cogent re
Why seamen should reseive speoial treatment!

(a) Seamen are not eligible for the usual form
of unemployment compensation.

ot to
tnte

(b) The skilled nt an indispensable
every mercha; ‘the ipation of

(o) Seamen as a group represent one of the most
Tolatile groups smong the vorkers ana_are ltmngly

1zed ki might have
Snfesirabie politicel sFrecte.

(@) Tt 1a s dlear oase ware ane group eufte:
seriously in order interests

that the
munity may be protected.

re
f the whole com-

geems to me here 1s an exosllent opportunity to
bring fone "the polns Yeu regently raised with respeot o tak-
ing care of certain groups

fust aa 8 G406k Sussaionse’ 6¢ e t16n

the situation.
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The German 011 Situation

Can Germany obtain under present conditions enough oil
to otFeoTively srossests the wert s o

maaination of confidential reports submitted by
the standard 011 Company of New Jorsey. the
Intelligenas Department and of published S50 oten anal tabe

o
ateqiate basis Tor & dafinise ansmer o une chove question.

oytdence does; however, seem to potnt to the Like-
nnooa ‘that Gernany within the F1r
1 have available - (a) from h

and gasoline, and (o) from only Balkan product-
don, enough 611 and gasoline for that veriod - ged

-hany uses no_mor nShs of “var
Hhan- s has Guring The 1est Rerths of Teracer

Captain Puleston expressed the opinion that the mar
eds of Germany would not exceed her p oongumption.
This opinion is based on tWo assumpti ons; Gerasny! ty
non-vital uses of oil and our Army's opinion L
war tine nilitary nesds will not be as grea
posed, | In the report of the Army Intelly encu
Dopartnent available to us there are no data that

i, Sadlor, Vie-presidont of the Stanaurd 11 Gompany, g
in charge of the European field, was of the opinion that
Germany can obtain and produce enough oil and gasoline to

neet Rer war tine nesds:

Both these views are contrary to the epinions wioh we
have found in sevi ther sources, inoluding articles in
Gernan milizary publications by Gerdan authort

To obtain additional data and information which would

D to answer the above question with some degree of
asourance, the following i suggested:

L ob detailed and careful stuy by military and
naval experts of Germany's war time needs.

2, A check with oil experts familiar with the
German situation of the data we now have on Germany's
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ol

productive capacity of synthetic oils and her stocks.

Golleotion of information with respect to the
nt condition of the Polish oil fields.

=

3.
pre
4, Collection of further information with respect
to Rusela's possible export surplus and her ocapacity
to transport oil to .

5. ‘Collection of further information with respect
o the potential inorease in Rumanian and Hungarian
production of oil within the next twelve month

I. How much oil has Germany been using in peace time?

Estimates of Germany's domestlc oll consumption during
the past twelve months are in the neighborhood of 60 million
barrels. The estimates on this item do not vary greatly
and the figure oan be accepted as approximately correct.

II. How much oil does Germany have on hand in stock?

Altogether the information available on this matter is

too inadequate to Justify any estimate. Estimates from
erous sources vary from one month's to one year's supply.
lates that Germany has

On the other hand,
Standard O11's estimate based on analyses of Germany's pro-
motion, imports, consumption, etc., results in a much lower

figure than

III. How much oll can Germany import under present conditions?

If 1t can be assumed that the naval blockade will pre-
vent Germany from obtaining any oil by sea transportation

that Russia will not supply any

ny, then German importe

over 30 million barrels in excess of her own consumption
That alone is half Germany's consumption during the

past twelve months.

IV. How much oil does Germany produce?

Germany produced about 5 million barrels of patural
011 in 1938, which was probably enough to produce all the



¢
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lubricating oil she needs. In 1939 the output of natur
crude oil will be increased to well over 6 million barrels.

her forms of oil and gasoline can be made from
brown coal, lignite and coke. Germany has supplies of
these materials adequate to produce all the gasoline she
nee ut she does not at the present time have plant
capaclty sufficient to produce even one-half her peace time
needs, "In Gernany 1s reported to have produced about
13 miilion barrels of synthetic oil and gasoline. By the
end of 1939 she will have stepped it up fo possibly 18 mil-
lion barrels. By the end of 1540, (babing Bestruceion of

she can probably ‘increase her ocapacity

another 25 percent or so. Altogether by the end of 1940
Germany may be able to produce 30 million barrels of oil
and gasoline.

V. What will be Germany's war time needs for oil?

Estimates vary greatly as to Germany's war time needs
for ol and gasoline. Captain Puleston believes that her
war time needs will not exceed her peace time consumption
ear, Sadler expressed the view that her war
time needs would not exceed her expanding productive
capacity plus present stocks and available imports. In
other words he belleves that Germany will not lack oil and
gasoline necessary to prosecute a long war,

g

Other writers feel that the war time needs will be in
excess of her peace time needs; these estimates range from
. We have no data
0sal which would help us to know which views
are more dependable.

If this government is keenly interested in the oil
situation in Germany, the reports and information now avail-
able in Vashington will have to be extended and improved
in order to supply satisfactory answers to the significant

questions.
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October 5, 1939,

e
' I

MEMORANDUM FOR
H. M., JR.
Is it true that Earle
Ballle is suing Mr. Justice

Williem Douglas for slander
or 1tbel?

' F. D. R,
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On March 26, 1939, there appeared in the "Washington Merry-
Go-Round" an article describing a conspiracy by "01d Guard elements"

to unseat William McC. Martin, President of the New York Stock Ex-

change, and to put in his place "a tough guy" to confront Chairmen
Douglas and his successor. The article mamed Earle Bailie as one
of thres leaders of the conspiracy.

The conspirators were charged with specific acts, including
the calling of &

Tet mecting" at which strategy was decided
upon.  The lupression given was that there was dirty work afoot.

To those who knew of Bailie's efforts to cooperate with theTreasury

and with the SEC 1t was susceptible only of the construction that
he was & dowdle crosser.
Upon Batlle's return to New York after a six weeks' absence

he was shown this articl

Through his counsel, ¥r. Bruce Sronley,
he complained to George Carlin, General Manager of the United
Teature Syndtcate, which controls the “Fashington Merry-Go-Round"
and requested a withdrawal of the charges. Bromley gave Carlin

& detatled statement in which Baille categorically denied that he
had any comnection with any such conspiracy, if one existed, was

not in sympathy with it, vas in no way a perticipant in any of the
acts charged, and had never met one of the thres mamed comspirators
and had not

n the other for months. Subsequently Carlin re-
ported that Robert S. Allen, the author of the article, did not

think he should make any Tetraction because his story had been
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verified by "an entirely reliable source,' which he nazed as the

and indicated that

new Supreme Court Justics, William 0. Dougle

Justice Douel

would 8o state if requested.

Bailte, who assuned that Justice Douglas had been misquoted,
tried for several days to reach hin on the telephone. Failing in
this, he wrote Justice Douglas on April 27 inquiring whether Allen
was correctly quoting Justice Douglas. No ansver vas received up
to May 23 and on that date Mr. Bromley wrote to Mr. Carlin asking
for an apology.

In the meantime, Baille had called upon kr. Jerome Frank,
new Ohatrsan of the SEO, whom he knew to be Justice Douglas' friend,

to dlscuss the situation with him. Frauk saw Douglas several times

Bromley also called on Justice Douglas at the indirect invitation
of the latter. Dougl

satd he had talked to Allen, and had "in-
alcated to Allen that he had heard "rumors" and reports to the ef-
fect that Bailie was connected with an effort to unseat Martin as
President of the Exchange. He declined to give the name of any
inforsant. On June 7 Justice Douglas had Mr. Frank write Mr.
Bromley a letter justifying his action on the ground that he was
only repeating what he had heard.

Baille never threatened to sus Justice Douglas or intended
o do so. He wrote him on June 22 expressing his disappointment
that Justice Douglas was unwilling to give the name of the person
who had mede the false charges and concluled with the statement
that "if this situation now stands as you wish it, 1t is termizated

o8 far as I an concerned.”
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0CT. 9 1939

Hon. Henry Morgenthau, Jr.,
Secretary of the Treasury,
Washington, D. C.

Dear Heary:

Following my conversation with you over the phone this morning
am outlining the situation with reference to the more than 350 e
medical students who have been studying in Scotland and are prevented
£rom roturning because of new passport regulations in the State Depart-
ment.

The Anerican Medioal Associabion has been sppealed to, as well as
the Association of Aneriown Uedical Colloges. It seoms that for more
than nunber of applicants for admission to medical sohools
In the Unived Staves Bas boan in exsess of the mumber which the sohools
were able to acoept, in revent yoars the numbor of applicants being
Trios the number of sbudents svmaily admitted o the Lirst your class
in medicine. I am advised that the medical schools oamnot gear their
facility of quiiifiod sppiioasts becsugs of
necessity for olosely supervised laboratory work in the firet two yesrs
424 for intinate personal contaot, with patients in the last tro years.
It was this situstion which resulted in many Americen stuients attend-
ing cortain Scottish medicel schools

The students involved are matrioulsted in throe Scottish medioal
sollosis, viz., Tho Sohool of ledisins of e Koyl Celloges, Bitnbureh,
Andoraon Colioge of edioine, Glasgow, and St. Mungo's Collsge of teat”
cing, Glasgon. The disteioubion of students scoordlag o olem
Follow

LSy W G S (e
entering the Thi

v 1% entering the Foursh Your

= 0 60 entering the Final Yoar

e e s T e o e
tion of Amerioan Medioal Colloges have been appealed to, and both
el i el e R iy
A& solution of the problem is difficult for sever ons.
sities in the United States aro completely vy athough 1 wmderatend
that five schools, including Stanford University, have signified their
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Tillinguens to aid in the selution, provided that other. sohasls 1n the
Tnited States and Canada will agres to oo Another diffioulty
L latisales oriitst ot mtversision v
bave boem attemding are so-oailed extramral sohools

not provide e dsgres or qulifisation r ruultrnhh Sa the Brieih
Vadlons Raglstor but adnive 'the studen xeminations of one of
T e e e Conoint
Soard. If the student pasies Cho wions ho obbain

1s sion rlqulr.-
aetalor g lackamczal salo1e ars belor s stuniatda For seguine
miveraity adutesion, Tharafors, some adjusiment vould have to be mads
gard to oredits if these students were to b intergraded in
bos ol b o i

e e e
sl e e e students so that they may
BRI R e
‘they are quite willing to return to Scotland if the passport difficul-
ties oan be cloared up.

Oharles B, Bobarts 1a Cheirmm of the Joint omittes of
Adarthed OUme s BeouTata: E14 LTSRS £ur ke Theth LGy Wen Tork.

Sinoeroly yours,

Haotd 2 Fotios
Seoretary of the Tubertors




FEDERAL SECURITY AGENCY 0346
OFFICE OF THE ADMINISTRATOR
INTEROFFICE CONNUNICAT 10K
October 9, 1939
tor  Mrs, Kotz
raon:  Mary E. Switser
The Public Health Service has had a musber of letters similar

to the attached from Mr. Michael J. Quill and has had & musber of
personal conferences and interviews with representatives of the
forelgn medical students. A sample of the kind of written reply is
attached.

You will see that the Public Health Service has already dis-
cussed the matter with the State Department and Deen advised that there
1s nothing further to be done there. The Service does mot feel that
1t can take any action whatever in connection with the adnission of

students into American medical schools.




September 18, 1939

Ti50 Grescent
Broux, New York.

Michasl J. Quill,
mue

My dear Mr. Quill:

oo problen of the 400 medical stulents to vhich you

ex dn your letter of Septembe aaber 15 lag b
Vith the State Department a mumber e
nothing that cen be done 4o relieve *{he st suntion as far
s passports are concerned.

Yor o mmber of years spplications for adaiseioh b0

rican medical colleges have far exceeded the teaching
facilities that are available and I assume inat this 16
ane, 1f not the only resson saat thave stodante wndertook
their studies abroad. The De:
schools told me that h- i e von about 1,000 8
tions for an entering TaeTiad to'be dinites. o 7o,
1f more were accepted e S eniana of teching vould have
b rotsed to & ‘Lovel which would not have enabled the

s to be licensed to practice medicine.

Undor such circusstances, you vill see the Aifficuity
in gaining adnissions to schools whi ready filled

Yo capacity. The matter has received our

tideration and I an sorry that I have mo satisfactory solution

YVery sincerely yours

Acting Surgeon General.



—

2150 Crescent Avenus
Bronx, New York

September 13, 1939

Dr. Thomas Parren
Surgeon General of the United States
Vashington, D. C.
Dear Dr. Parran:

It tae come to xy ateention that 400 bmertcen sindeste,
ne in Scotlasd are belng dent
The State Department
ha s passports and the Amerien Hedhosl senools
e etssd 1o Ao then,

who
the

Toave stuleute are Anerioen ottiseas, (Sraduates of imericen
colleges and universiti, spent the S
thes Tives 1a preparing for & yrafe
no fault of their own, f
but & yoar or two to complete thetr training and some fust
their Zinal + It is unthinkable that these American
Doye should be deprived o right %o continue and comlete
t they have st d to make their 1ife work.

1 that t) rican students ance
ocialiiyRaTarer ate e Relp, Hhems IE you oome st
then tn securing passporta or if that 1s not posetble help then
%o gain adnission to our Anerican medical schools, you would be
dotng then a great servic

Very sincerely yours,

(signed) Michasl J. quill
U. 0. P. W. A,
Zocal 16
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October 9, 1939

The President, at lunch & sa1d to do Just
what we are doing and forget about N
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