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®ffice of the Solicitor Seneral 7 i
Washington, B, L. A s

January 11, 1940

MEMORANDUM FOR THE FRESIDENT

A suggestion in the matter we discussed on
the telephone last night:

Some statement concerning this matter might
appear after those who could state that there is no
case were gilenced by belng on the Court.

I agree that Frank should make no statement
to the press on the subject at this time.

I think, however, it might be of great help
to us if he made a written report to you now to the
same effect as the statement he offered to make to
the press. It would then be available if ever needed.
I am sure he will do so if you ask it.

RHJ
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DEFice of the Attorney General
e Washington,D.0.

Jan 2! "

My dear Mr. President:

At its session today the Supreme Court decided nine cases
on the merits in faver of the Govermnment and one ageinst it. In
another case in which the Government filed = brief as amicus curise
the Court's decision susteined the Government's contention,

In & group consisting of n
v. Hallock and four other cases, trusts were created granting 1ife
estates to persons other than the grantors. The grantors, however,
reserved the right to remainders in the event thaet they survived the
life tenants. The Supreme Cowrt held thei the remainders were
held subject to the estate tax as transfers intended to take effect
in posseseion or enjoyment at or after death, In 80 holding the
Court found it necessary to overrule two cases decided by a bare
majority in 1935 which made taxability depend upon the form of the
conveyence rather than the economic quality of the interests
created. The Chief Justice concurred in the result; Justices
Roberts and McReynolds dissented.

In Morgan v, 8 0] the Court
held that an estete tax was properly levied upon property passing
under & power of appointment upon the ground that the power was a
general power as required by the Federsl statute; and the Court
rejected as immaterisl the fact that such power was designated ms
& "special" power under state law, the important considerstion
being whether the donee actually had the right to appoint to any-
one.

In Copmissioner of Internal Revenue v. Fitch the Court held
that the grantor of a trust was taxable with respect to income
therefrom employed to pay alimony to his divorced wife. The decision
seemed to turn upon whether, under applicable Iowa law, the local
courte petained power thereafter to modify the elimony decree, and
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the Court held that the taxpayer had failed to show the absence
of such power. Mr., Justice Reed concurred in the result and Mr.
Justice McReynolds dissented.

t.hn fnm were t.hu.t Aftez- thu Cowrt of Appeals for
the Dietrict of Columbia had held that the Commission had committed
an error of law in denying the respondent's application for & per-
mit for the construction of a broadcasting station, the Commission
set the application for argument aleng with two rival applications,
for the purpose of determining which "on a comparative basis" in
the judgment of the Commission would best serve the public interest.
The Court of Appeals for the District of Columbla issued a writ of
mandamus directing the Commission to set aside this designation
for argument and to reconsider the respondent's application on
the basis of the record as originelly made end in accordance with the
Gourt's opinions in the original review end in the mandemus pro-
ceedings. After reviewlng the purposes of the Communications
Act of 1934, the Supreme Court held that the writ of mandamus was
erronecusly issued, since the Commission, on remand of the pro-
ceedings from the Court of Appeals, was charged under the statute
with the duty of judging the respondent's application in the
light of "public convenience, interest, or necessity.” A similar
decision was rendered in Fly v. Heltmeyer upon slightly different
facts. Mr. Justice McHeynolds concurred in the result in both
cases,

In Yesrsley v. H. A. Ross Construction Co. a contractor,
under his contract with the Government, built dikes on the Hissouri
River. The dikes caused land to be washed away and the landowners
brought sult against the contractor to recover just compensation
for the taking of their land, to which they contended they were
entitled under the Fifth Amendment. The Covernment filed a brief
as amicus curise in which it tock the position that if there was
e teldng within the meaning of the Fifth Amendment, as the landowners
contended, thelr only remedy was a sult against the United States
under the Tucker Act, and that the contractor could not be held
personally liable for the taking since it acted under valid suthoriza-
tion of the United States. The Supreme Court adopted this view.

vees' Compensation ssion Ihil.‘-h 1:1701#0& the con-
ltmtinn o.t the limitation prmriuim of Section 13(a) of the
Longshoremen's and Harbor Workers' Compensation Aet, the Circuit
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Court of Appeals rendered & decision in favor of the Deputy Com-
missioner. In the Supreme Court the Government contended that

this decision was erronecus in several respects. The decision was,
however, affirmed by an equally divided Cowrt and consideration
will be given to the question whether, in view of the appointment
of Mr. Justice Murphy, an application should be made for a rehearing
of the case before a full bench,

One petition for writ of certiorari by the Government
was granted. In another case in which the writ was granted the
Government sought its issuance as amicus curise., Six petitions
for writs of certiorari filed by opponents were denied.

Respec
l‘f E,zs

The President,
The White House,

ﬁ-ﬁhinztﬁﬂ’ D. C.
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MEKORANDUM FOR
THE PRESIDENT

A reminder to take this
up perscnally with Bob Jackeon.

G
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Early this week, Mr. Horton of the Department of
Justice went to New York and summoned Mr. Cullom, the repre-
sentative of the Metropolitan Museum of Art in New York.

Mr. Horton was most intemperate and discourteous.

He stated to Mr. Cullom that somebody from the White House
had gone through his files on this case and accused Mr.
Cullom of improper action in taking this matter up with the
White House. Mr. Cullom replied that any citizen who feels
aggrieved has a right to request the Executive to act in the
matter.

Mr. Horton stated that he was going to decide the
case and that he would not pay more than $71,000.00 and that
i1f the Museum did not immediately agree in writing to accept
£71,000.00, he would turn the case down in full. Mr. Horton
has no legal power to decide the case since it vests in his
superiors, neither has he any authority to pay any money.,
His references to the White House and to the Executive were
by inference very slighting.

It 1s suggested that this case be transferred from
Mr. Horton's Jurisdiction to some other attorney in the
Department of Justice. The above statements indicate strongly
that Mr. Horton will not handle this case impartially if 1t

remains in his jurisdiction for recommendation.



THE WHITE HOUSE
WASHINGTON

February 8, 1840.

MEMORANDUL FOR
THE PRESIDENT

I called the Attorney General
about this case and he turned 1t
over to Asslstant Secretary Clark
who called to say that they had
no record of it in Justice. How-
ever, he 1s checking with the
Treagury and will let us know

when he locates the case.

G. G. T.




MEMOGANDUM OF LAW

1. The Metropolitan Museum of Art is a charitable
corporation, whose income 1is exempt from taxetion under Sec-
tion 103 of the Revenue Act of 1928, and all later Revenue
Acts. (See Exhibit A, attached hereto. )

2. Frank A. Munsey died December 22nd, 1925 and
by his Will left his entire residuary estate to The Museum
which included among others, the entire stock of Sun-Herald
Corporation and News Fublishing Compeny of Baltimore City.

3. The Museum owns all of the stock of Museum
Estates, Ine., a charitable corporation, whose 1ncome 1s
exempt from taxation. See ruling of Commissioner of Internal
Revenue, dated January 19th, 1929, attached hereto as Exhibit A.
Museum Estetes, Inc. has owned the stock of the Sun-Hersld and
News Publishing Company since February 29th, 1928, when the
executors formally transferred the entire residuary estate to
The Museum, The two companles which were out of business had
certaln negotliable notes which were duly transferred by de-
livery to Museum Eatates, Inc. on February 29th, 1928, Under
the Negotiable Instrument Law of New York,3ec, 79 title to
these notes thereby passed to the exempt institution. The
distribution of these notes to the Museum conetituted a con-
structive dividend. (See Exhibit B, attached hereto, )




4. Consequently, even thoush some checks weps
made payable to the publishing compenies, the analysis of
documentery proof submitted to the United States Attorney's
offinﬁ conf'lrms that even these checks were endorsed and de-
posited In the bank acocount of the Museum Estates, Inc., which

was cleerly the owner of the income from ssid notes,

5. Therefore, all of the income received from
February 29th, 1928 and during 1929, the years in dispute,
was recelved and belonged to an exempt institution, snd wae

frees from any income texes,

6. The income was further exempt under specifie
provisions of the Buresu's own ruling, made by the Chief Coun-
sel of the Bureau of Internal Revenue, GCM 21610, 1939-41-100053,

This ruling is sttached hereto as Exhibit C.

7. Any settlement which is made will be peld to
the Metropoliten Museum of Art, and devoted solely for charit-

able purnoses,

8. The United 3tates Court of Ap-eals for the Se-
cond ﬂiruuit, has already ruled that the Sun-Herald Cornoration
and the News Publishing Company of Baltimore City are in them-
selves not exempt companles merely becasuse they are owned by
Ketropelitan Museum of Art or kuseum Estates, Inc. This de-
cislon was handed down prior to the ruling of the Bureau of
Internal Revenue clted here as Exhibit C.

-
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8. The Complaints were smended then so as to
ellege the facts with respect to the transfer of the notes
prior to the taxable period involved and that the income in
question received since February 29th, 1928 was never the
property of the Sun-Herald Corporation or News Publiahing
Company of Baltimore City. Ihe total amount lnveolved in

these cases, with interest, is spproximately 295,000,

10. The symbols of the Department of Justica

in these cases are as followa:

RE: - HEFUND CLAIMS - SUN-HERALL CORPURATION:

1928 Income Taxes - No.gdm.ar:a-s
1929 Income Taxes - Hu.ég (AR A8

1930 Income Taxes - No,IT 10003 KMM

REFUND CLAIMS - NEWS PUBLISHING COMPANY:
1928 Income Taxes - Hu.IESEQR:A-E

1929 Income Taxes - No, F71AR:IA-6

1930 Income Taxes - No, IT:C:CC:3-GPC

1l. On behalf of the taxpayers I have made an offar
of settlement to the Department of Justice (Mr. Horton is hand-
ling the case), of 50% of the $295,000. involved,




EXHIBIT &

(Letterhead of Tressury Department)

IT:E: KR
WHC January 19th, 1929.

Museum Estates, Incorporated,
e/o De Forest Brothers,

30 Bromd Street,

New York, H. Y.

Sirs;

Reference 1a made to the evidence submitted by you in
support of your claim to an exempt stetus for Federal income
tax purposes.

An examinatlion of the evidence submitted diacloses thet
you were Inpcorporated December Z28th, 1927, under the laws of
the 3tate of New York, Your purposes are to take title to
property for the Metropoliten Museum, hold same collecting
the Income therefrom and turning such income less expensea
over to the Metropolitan Museum, The Metropollitsn Museum 1=
an organization which is 1tself exempt. No part of your in-
comé 1n any manner lnures to the benef'lt of any private share-
holder or individual, r

In view of the foregoing it is held that you come
within the exempting vrovisions of Section 105 (14) of the
Revenus Act of 1928. XYou will, therefore, be relieved of
the duty of filing returns of annual income so long as your
vurposes and activitles remaln unchanged. Any chancea, however,
ln your purposes or activities must be reported by you immedi-
ately to the Collector of Internasl Revsnue for your district in
ordar that the effect of such changes upon your present exemmt
atatus may be determined.

The exemption referred to in this letter does not aprly
to tazes levlied under other titles or provisions of the Hevenue
Act of 1928 except in so far as the exemptlion 1s expressly pranted
under those provlislons to corporations enumerated in Sectlon 103.

The Collector of Internal Revenue, Customhouse Building,
New York, N. ¥. 1s being furnished a copy of this raling.

By directon of the Commisalonar,
Respectfully,

u‘ E' m,
Deputy Commissioner
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BEXHIRIT B

See: %eanubnro Nationel Bank v. Kelly, 48
ed. 674, cert, den 28B4 U, 3, 620;

Lipten v. Columbis Trust Company (N.Y.)
pp. Div, 3B84;

8 Corpua Juris, Bills end Notes, Sec, 568:

*

Roeder v Roeder, 236 App. Div. (N,Y,) 87:

Sea Ggittggnog; Snvin?u Eanle ?E Brewer,
Collector, . s cert, den,

- . Tﬁl;

Hadley v, Commissioner, 36 Fed, (2) 543,




EXHIBIT ¢

G C M 21610, 1939 - 41 - 100053

nInternal Revenue Code, Revenue Act of 1938
and prlor Revenue Acta.

Exempt corporation: Charitable orgenizstions:
eternination of status,/ As a generel rule,
in determining whether an orgenizetion 1is
exempt from Federal income tax, the purpose

of the organization should be determined from
the instrument creating it. This rule is sub-
Ject to the exception that where the net income
of an organization is reguired by some other
binding Inatrument to be used for charitable
purposes 1ts exemptlion will not be defeated
by the fact that its charter or other instru-
ment under which it exists does not indicate
an exclusively charitable purpose. The ex-
ception to the gensral rule does not include
cases where there is no binding instrument
requiring the income to be devoted to charity
even though the income 1s so devoted, and
should be confined to cases where the intent
prompting the originel organization wes to
create an organization to be ocpersted ex-
clusively for charitable purposes."



THE ATTORNEY GENERAL 0
WASHINGTON 1LJ
¥arch 9, 1940, \

e we—

iy dear lir. Presidentg
Re: Matter of Congressman Frank Welchel.

It is widely known that this case is
scheduled for presentation to this Grand Jury and
any change of plan would attract considerable
inquiry and criticism,

It is a plain case of selling Post Offices
and every consideration has been given to nim. His
own explanation of the affair is admitted to be
ineriminating by his best friends.

Welter George and Congressman Cox were
in to see me but decided mot to urge anything
more than that I make personally sure that the case
was a good one. I understand that Speaker Bankhead
made some inquiry of his o and notified the
Department that he would mot interfere in behalf

of Welchel. My recommendation is that we let
the matter take its courge.
Respectf A

M

The President
The Vhite House



THE WHITE HOUSE
WASHINGTON

P =
spril 18, 1940.

MEMORANDUM FOR
THE ATTORNEY GERERAL

I am told by Senator Ellender
that down in Loulsiana the case
of two defendante had been put over
to the Ootober Orend Jury butthat
former Governor Leohe's ocase has
been put on for the May Orand Jury.
why the distinotion?

F. D. R.



THE WHITE HOUSE
WASHINGTON

May 9, 1940.

MEMORANDUM FOR
THE ATTORNEY GENERAL

FOR PREPARATION OF REPLY
FOR MY SIGNATURE - DEAR DIOK.

Letter from former—GoWAIDOT
Leche of Louisisna in re hie
T .



l-r_ll.. 1940,

Dear Dlioki-

lhnrnmﬂn-hnuﬂ
mwa;-ﬂu-tﬁﬁmlﬁn
it be given comsideration.

!n-nu.lumu.l.p-ﬂﬁ-
thnn-nunthnm.tw-h
awuuwtmﬂnmw
mmn-ﬂmhrmmum-tm
aﬂﬁn—rnﬁuumuumﬂ
meh“wmuuuﬁ-mtu

yhich the proceeding is pending.

Very sinoerely yours,

Hom. Richard f;—h.

Do afana:



PROPOSED LETTER FOR MHE SIGIATURE

OF THE PHESIDENT
Hr. Flchard W. Leche
Moy flower Hotal
Vashington, D.Ce
Doar Dick;

I have forwarded your letter of May 27 to the
Departnent of Justice with the request that Lt be
glven considereticn,

You will, T aa sure, agree with me tat it
mmhmm-hnwnm
r-mﬂthﬂumndmtuﬂnﬁhh
courts in these matters and that any action in
cormeotion thuwlﬁﬁmﬂdhﬁmlppuuumh
the court in which the proceeding is pending,

Sincerely yours,

Frankdin 0. Mosevelt



o
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(Office of the Attorney General [
Washington,B.C.

May 16, 1940

MEMORANDUM FOR THE PRESIDENT

I have some doubt whether it is advisable
for you to send a letter to Mr. Leche which might be

put to some unexpected use, inasmch as he is to be
tried.

The enclosed seems to be as much as it is

oo s

prudent to say.



PROPOSED LETTER FOR THE SIGNATUEE
OF THE PRESIDENT
Mr. Richard W. Leche

Mayflower Hotel
Washington, D.C.

Dear Dick

I have forwarded your letter of May 27 to the
Department of Justice with the request that it be
glven consideration.

You will, T am sure, agree with me that it
would not be appropriate for me to attempt an inter-
ference with the procedures and dates fixed by the
courts in these matters and that any action in
cornection therewith should be upon application to
the court in which the proceeding is pending.

Sincerely yours,

Franklin D. Roosevelt
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MAY 9~ 1940

MEMORANDUM FOR
THE ATTORNEY GENERAL

Z ) FOR PREPARATION OF REPLY
P"'

_'{FOR Y SIGNATURE - DEAR DICK.
]

E"P.!-u h's DIVISION

MAaY 1 2 1940

s
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April 18, 1940,

MEMORANDUM FOR JIM ROWE

Please show this to EBob Jacksen
in eonfidence.

FeDuRs

Eno=llemo from Jim Rowe in re appt of Semator MeGill
to the Customs Court in New York.



P A& "

OffceoftheAttorey Genersl 2 %,
> Washington B.C. ﬂf‘;ﬁ’% r-*}a

(" May 14, 1940,

MEMORANDUM FOR THE FRESLIENT.

After consultation with Mr. Hoover we have
concluded that it is not desirable to ask for
additional funds for the F. B. I. at this time. The
work of the Bureau is progressing and, with the use
of the expediting provisions in case it becomes
necessary, it seems probable that it can go on
until another deficiency bill will be necessary.

Attorney Gen
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The Governor of Arksnses eppoints the Democratic Stete
Committee in Arkensas. The Democratic Stete Committee in
Arkansas selects the delegates to the National Convention.
If there is no reason why the President should not do so,
the simple act of calling Governor Bailey to Washington for
& conference with the President would insure the Arkansas
delegetion for the President.

The only two possible considerations that could argue
against the extension of this gesture by the President would
be: (1) Demege to relationships with the Arkansae Congres-
sional Delegation, which is rether solidly opposed to Bailley;
(2) the possibility that FBI or some other Federal agency may
have some investigetion on hand which would reflect badly
on CGovernor Bailey. There have been rumore that such an
investigation is now under way. If the investigatlon should
disclose anything serious, it might mean that the State
Committee would have to repudiate Governor Bailey. Otherwlse
the State Committee will go along with him.

About the possible objection numbered (1) above, it is
not likely that the Arkansas Congressionel delegation would
hold seriously against the President his extension of & hand
of friendship to Governor Bailey. The delegation would not
be pleased but they would hardly be in a position to make a
major issue of it} in a genersl way they will have to go along
with the President, and in & general way that will be their in-
elinetlion in any case.
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May 31, 1980,



THE WHITE HOUSE
WASHINGTON

-3-

in the o gsation of propa~-
of so-called "fifth columna®
n other countries and in preparation
for sabotage, as well as in a0
sabotage.

It is too late to do wth!.ng
about it after sabotage, assassi-
nations and "fifth oo umn® activities
are oompleted.

You are, therefore, authorised
and dimtud in suoh uruu ag you
may approve, after investigation of
the need in each case, to authorisze
the mnurr investigating agents
that { are at liberty to secure
information by 1lis devioes
direct to the conversation or other
communiocations of persons suspected
of subversive uttﬂiul qﬂnt
:ha Government of R, !llnl .a'm:;:.

nol spies, Tou
“t: mmmﬂ to 1limit these
tigations so oonduocted %o &
m-u- uul to 1imit them insofay
as possible %o aliens.

r- n- ni
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Office of the Attorney Beneral = o
Washington .. {

The President,
The White House

My dear Mr. President:

I have the list of aliens entering since
January 1, 1939 as visitors, and in view of the
very limited information contained in it, the
checking of the complete list will be a rather
extensive job.

After conferring with Mr. Hoover T have
instructed that the list be spot-checked through
the selection of groups which will determine the
accuracy of the lists. They will be carded and
sent to the different field agencies for checking
as rapidly as possible.

Sincerely yours,

fre 1

Attordey General
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THE WHITE HOUSE
WASHINGTOM

sy 39, 1940,

MEMORANDUM FOR
THE ATTORNEY GENERAL

Please check this second
oase of William ¥W. Hinckley.

I spoke to Miss Perkins
about the first case - Walter
Reuther. There is no further
thought of giving him any
position in the Department of
Labor.

Memorandum to the President
from Adolf Berle in re "Appoint-
ment of Communists to Key Positions.



THE WHITE HOUSE
WARHINGTOMN

May 29, 1840,

THE ATTORNEY OENERAL

I spoke %o Miss Perkins
sbout Reuther, He will be
smployed under no clrcumstances.

F. 0. R.



THE ATTORNEY GENERAL
WABHINOTON

May 24, 1940,

Dear Missy:

I snclose something that it
Peens Lo me the Preaident should kmew
abaut, I do not lmew Reuther =yaelf
and have no information about tids :
;mu-wu- contents of this repert,

Sinceraly yours,
—

S F—

Uiss Marguorite Lafand
The White House

g J'\I

(L .3



¥Febheral Bureau of Inuestination
Hnited States Department of Justice
MWashingtan, 0. C.

May 22, 1940

MEMORANDUM FOR THE ATTORHEY GENERAL

j I am trensmitting herewith a memorandum
covering materisl in the files of the Federal
Bureau of Investigation relative to one Walter P.
Reuther.

Walter P. Reuther, I have been informed,
is the individual whom Madam Frances Perkins, The
Secretsry of Lebor, contemplates appointing as heed
of the Safety Device Board of the Department of Labor.
This Board makes inguiry into safety devlices in
various factories throughout the country.

Respectfully,
LA— w ‘*O"‘MA‘
J Edgar Hoover
Director

Enclosurs




May 22, 1940

MEMORANDUN

RE:; WALTER P. REUTHER

Information hae been received to the effect that Madam Frances
Perkins, The Secretery of Labor, contemplates appointing Walter P. Reuther
&g head of the Safety Device Board of the Department of Labor. This Board
mokes inquiry into safety devices in verious fmctories throughout the
country. The following information eppeare in the files of the Federal
Bureeu of Investigation relative to Welter P. Reuther.

Walter P. Reuther originally ceme from West Virginia. His father
wag & labor organizer there. He attended Wayne University, Detroit,

Michigan, from 1930 until 1933.

It has been alleged that Walter P. Reuther, accompanied by a
brother, departed from the United States for Russia during 1933; that
after residing in Russia for seversl months and while there they engaged
in & study of agitation propegands, taking courses allegedly glven under
the auspices of the Soviet Union. During 1933 Walter P. Reuther is said
to have advised the Soviet authorities relative to labor conditions in
the United States. The date of his return to the United States is not
definitely known. However, upen his return he enrolled in the Brookwood
Labor College, at Katonah, New York (mow out of existence).

The following is a letter written in 1934 by Walter Reuther and
his brother Victer to Melvin and Gladys Bishop:

i gbmosavoe, Topkini,
Jamuary 20, 1934.

"Dear Mel and Glad:

"Your letter of December 5 arrived here last week from
Gmnrndnnr-ﬂﬂthmmmmmnhr
Wal and I. It seemed ages since we had heard from you so
mﬂ@ttﬂlmﬁ.ﬂﬂmmtjurnﬂlcmdmfm
Detroit. It ie precisely because you are equally snxious
I kmow to receive word from the 'Workers' Fatherlend' that
I am taking this first opportunity to enswer you.



"What you have written comcerning the strikes end the general
labor unrest in Detroit plus what we have learmed from
other sources of the rising discontent of the American
workers, mekes us long for the moment to be back with you
of the struggle; however, the daily

is ourse as we work side by side with our
Fussian comredes in our factory, the thought that we are

to build a soclety that will forever end
the exploitation of man by man, the thought that what we are
building will be for the benefit end enjoyment of the work-
ing class, not only of Russia, but the entire world, is the
compensation we receive for our temporary ebsence from the
struggle in the United States. And let no one tell you that
we are not on the road to Socielism in the Soviet Union. Let
no one say that the workers in the U.5.S.H. are not om the
road to security, enlightment and happiness.

"Mel, you know Wal and I were always stromg for the Soviet
Union. TYou know we were always ready to defend it against
the lies of reactionaries. But let me tell you, now that we
are here seeing all the great constructionm, watching & back-
ward peasantry being trsnsformed into an enlightened,
democratic, cultured populus, now that we have slready
experienced the thrill, the satisfactiom of participating
in genuine proletarian democracy, we &re more than just
sympathetic toward gur country, we are ready to fight for it
and ite ldeals. And why not? Here the workers, through
their militant leadership, the proletarian dictetorship,
hlﬂnuthlﬂnuttnﬁumiugnluluhﬂus.r.ium
and like the Labor Party in England. Here they have against
all odds, against famine, against internal strife end eivil
war, against sabotage, against capitalist invasiom end glolatiom,
our comrades here have maintained power, they have won over the
masses, they have trenaformed the 'dark masses' of Fuseia inte
enlightened workere. They have transformed the Soviet
muumdmwhnmmlum-nm-wu.
They have laid the economic foundation for Soclaliem, for a
classless society. Mel, if you could be with us for just
one day in our lhopmwﬂdrnunmﬂ.piﬁmuutm
Soviet Union. !‘uhiithuinwnm'rmm:t:
Shop Meeting end Watch the Workers as they offer suggestions
Mmﬂﬁﬂﬂﬂnﬂiﬂdﬂﬂpﬁmﬁmhmem« Here are



no bosses to drive fear into workers. No one to drive them

in made speed-ups. Here the workers are in control. Even

the shop superintendent hes no more right in these meetings
then any other worker. I have witnessed many times already
mmmmtmmm,mmamm
h&ll decided he had elready consumed enough time and the floor
mﬂ:mgimntonlaﬂwhuduhntoldufhupmblmmd
offered suggestions. Imegine this at Fords or at Briggs. This
is what the Outside World cells the 'Ruthless Dictatorehip in
Russia.' I tell you, Mel, in ell the countries we have thus
far been in, we have mever found such genuine proletarian
democracy. It is unpolished and erude, rough and rude, but
proletarian workera' democracy in every respect. The workers
in England have more culture and polish when they speak at their
meeting but they have no power. I prefer the latter.

"In our factory, which is the largest end most modern in Europe,
and we have seen them all, there are no pictures of Fords and
Rockefellers, or Roosevelts and Mellon. WNo such parasites, but
rather huge pictures of Lenin, ... etc., greet the workera'

eyes on every eide. Red banners with slogans 'Workers of the
World Tnite' are draped across the craneways. Iittle red flags
fly from the tops of presses, drill presses, lathes, kellers,
ete. Such a sight you have never Seen before. Women and men
work side by side — the women with thelr red cloth about thelr
heads, the men with their fur hats, We work here seven hours
per dey, five days a week (our week here is six days long). At
noon we sll eat in a large factory reataurant where wholesome
plain food is served. A workers' band fwnishes music To us
from an adjoining room while we have dinner. For the remsinder
of our one hour lunch period we adjourn to the Red Cormer recre-—
ation where workere pley games, read papers and magazines or
technical books or merely sit, smoke end chat. Buch a fine
spirit of comradeship you have never before witnessed in your
1ife. GSuperintendent leaders and ordinary workers are ell alike.
Hmmwmmmdmtnahnnlhthmughtha shop greet—
ing workers with 'Hello Comrade' you could mot distinguish him
from any other worker.

-mum:mm,m,umtﬂnumthuphu
mmnﬂﬁpm,unmmmmlWMwﬂul

hmmmbmﬁngmlicnhdﬂumdummhmﬂ
thlttiummtn-hohﬂnwhdmmmmhdmtry
let alone worked in ome. And by mere brute determinetion, by
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"ind now my letter is getting long and still I have sald
little, for there is so much to say and se little time in
which to do it. We have written Merlin and Comch rathar
langthy letters and hawve requested they forsard them to you
to save duplication of material.

have not

"I believe there is little in thin latter
orwarding

elrsady received so thare will be no need
this to them.

") word sbout your lestter. You mentiomed that . « « « + » &

"Epap your aye on the 5.P. It belng affiliated to the
Becond Internationsl I am not po certain it ia 'drifting’

in the right direction, certeinly mot in the light of recant
avanta. .

"Lat us know dafinitely what is happening to the YPSL and
also the '"Socisl Problemas' club at C.C.0.

A
B
o

SOarry on the fight for a Soviet imerica.
Vie. and Wal.®

The foregoing letter is thought to be significant inamsuch as it
definitely reflects the attituds of Walter P. Reuther in Janmuary of 1934.

In 1936 Waltar P. Beuther wan a 0.I.0. organiser on the West Side
of Detroit, Michigen.

Aocarding to information in the files of the Federal Buresu of
Inveatigation, Walter P. Reuther, in May of 1937, at which time he wan

the United Automobile Workers of Amerlca, Local #174, was ome

ummltlmﬂufrmmmmdmtumu (an
.truuuumun-nmhmmwm}. Walter P. Bouthar,
mwﬂuhtﬂ:ﬂpﬂrﬁmwhhﬂﬂlﬂﬁnhhﬂ-ﬂ-lm
ﬂhnﬁ:ﬁﬂmﬁmﬂhﬁhmlmunthumﬂm.
mmﬁ-mm.tmtﬁ.u.tnm-p—tmm-ummtm.
whare he had worked in a feotory.

HWP.WMMWI,MWMMW.MHM
mmﬂ“hnmw;hmruuﬂﬂu.
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According to information received, the appointment of Walter F.
Reuther was sponsored by Lee Fresaman, attorney for John Lewis and other
members of the International Juridieal Association, 100 Fifth Avenue,

New York City.

There 18 on file in the Identification Division of the Federal
Bureau of Investigation e fingerprint record, received April 20, 1937,
indicating that one Walter Reuther was taken into custody with ome Victor
Reuther, in comnection with nrecent pit-down strikes", and fingerprinted
by the Police Department of Detroit, Michigan. There is also a fingerprint
record indicating that the same Walter Reuther was fingerprinted, in comnec-
tion with an application for a pistol permit, by the Police Department at

Detroit, Michigan, on January 9, 1940.
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stitutional smd statutery suthority to proceed by Executive Agreement
with the British Covermment immediately to sequire for the United
Etates ocertain off-shore maval aad air bases im the Atlentic Ocean
without swaiting the imevitable delays which would secempany the com-
clusion of & fermal treaty.

The essential charecteristics of the proposal are!

(a) The United States to sequire rights for Lmmediate ee-
tablisbment

and use of naval sad air bases im
Newfomdlend, the Bebamas, Jumaica, 5t, Lucis,
Trinidad snd British such rights to emdurs for

__'.";;'L n"‘-"-’-;lr.r."’rmd L d-r‘._ 2 TS N 'r. f- -I[:- |
!}/ﬂ Hu Vrfpretn rn AptH- 940
/ﬁr. }fw-'?r o narnstr | =19 &0 ( Al A 1m0 et vtie e )



dent wnder an Exeoutive igresment or must it be negotizted as a
Treaty subjeot to retificetiom by the Senate?

Sscond. Dees suthority exist im the President to alien-
ate the title to swch ships and obscleseent materials, and if so,
on whgt oconditiomns?

Third. Do the statutes of the United States limit the
right te deliver the so-celled "mosquito boats® mow wnder comstruc-
Eﬂﬁ-igfilffwai
of Great Britain?

There is, of course, no doubt cemcerming the amthority of
the President to negotiate with the British Govermment for the pro-
posed sxchange, The omly questions that might be reised im commec-



—

form of s treaty sad swait ratification by the Senate or (2) whether
there must be sdditionsl legislation by the Comgress, Ordimerily (aamd
ssswming the absence of emabling legislation) the question whether sueh
an agreement cem be comcluded wnder Presidemtisl suthority or whether
1t sust await ratification by a two-thirds vote of the United States
Senate lavelves consideration of twe powers which the Comstitution vests

in the Preaidemt.
One of these is the power of the Commander-in-Chief of the

Army sad Nayy of the United Btates, which is comferred upom the
mnmmm-mta-tmumm Happily,
there hes been little cceesiom im our history for the imterpretation
of the powers of the President cs Commander-in<Chief of the Amy =ad
Navy, 1 do mot find it mecessary to rest wpom that power clome to
sustain the pressat propesal. But 1t will hardly be opsm %o semiro-
wthﬂﬁlﬂlﬂndlﬂlf-“llﬂ-hﬂhtﬂnﬂlﬂl
'-m-_-umwhmm_ﬂmmwmau
nmuwm—umummr—mﬁm
of the naval sad uir weapems of the United States at their highest
offiolency ia our defense, It seems equally beyomd doudt that presemt
ml—nu—wmuun-mmumm

avoidable.

The second power 0 be comsidered 1s that cemtrol of foreigm
relations which the Comstitution vests im the President as a part of
the Bwscutive fwnction. The mature and extent of this power has re=



sently been expliocitly end suthoritatively defimed by Mr. Justice
Sutberland, writing for the Supreme Oowrt, In 1936, in United States
v+ Ourtise-¥right Rxport Corp,, ot al, 299 Us 5. 204, he seids

"It is importent to bear im mind that we are here
t sléme with sa sutherity vested im the

axartien legislative power, but
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plenary snd exolusive® is mot walimited. Some negotintions imvelve com-
u_uuhhmmm-q-mhm

powsrs vested in the Comgress, Swch Presidentisl arrangsments are
Mnﬂnﬂﬂruﬂnﬂﬂ-wlmmuﬂ-

hﬁhmmm—munp-uumﬂ-ﬂnu“iﬂ.
m.m-ﬂmuiﬂﬂmmmuwmnﬁn
m-wm-mpﬂummmnn—uhpm



formed in the future. The comsiderctiom, which we later discuwss, is
oompleted wpon tremsfer of the specified items. The Executive Agree-
mmt obtains an oppertunity to establish navel mad eir bases for the
protection of our coastlime but it imposes no obligatiom wpem the
Congress to apprepriste memey to improve the oppertwmity. I% is not
necessary for the Senate te matify sn opportunity that emtails mno
obligatien,

There are precedents shich might be cited, but mot ell
striotly pertinent, The proposition fells far shert im magnituds
of the aocymisition by President Jeffersom of the Lowisiama Territory
from e belligersnt during a Europesn war, the Comgress later appre-
pristing the consideratiom and the Senate later ratifyiag a treaty
embodying tine agresment,

I sm also reminded thet in 1850, Secretary of State Demiel
Webster noquired Horse Shoe Reef, at the entrance of Buffale Harber,
wpon conditien that the United States would sngage to erect & light-
house =nd maintaim s light but would erect no fortificatiom therecn,
This was done without awaitinmg legislative awthority. Subsequantly
the Comgress made spproprietions for the lighthouse, which was erected
in 1856, Malley, Tyeaties sad Copventioms, Vol. 1, p. 663.

It is not beldieved, howsver, that 1% 1s mecessary heve So
rely exclusively upem your constitutiemal power, Ais poimted cut here-
inafter (in ddscussing the second qwestien), I thimk there 1o also
muple statutery autherity to suppert the sequisition of these bases,
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lnl.iw-‘-l-.u-llnllﬁullﬁ..?f!ll-
quisitions of rights im forelgn coumtries for sites of diplomatic mmd
consular establisbments-——perhaps alse the trade agreemsmts recemtly
negotiated mder statutory smthority snd the sequisition in 1903 of the
coaling and naval stetions end rights im Cuba wader the sct of March 2,
1901, o. 803, 31 Ssat, 595, 698, In the last-mentionsd cese the agree-
nant was subsequently embodied im a treaty but it was omly ome of &
number of wndertakings, seme elearly of & nature te be dealt with or-

ther assurance the govermment of Oubs will embody the foregoing provi-
sions in & perm-nent treaty with the United Btates.”

The tramsaction mow proposed Tepresents ealy an exchange
with no statutery requirement for the embodimeat thereof in =ay
treaty and invelving no premises or wmdertskings by the United States
that might raise the guestieom of the propriesty of imcorporatiom im a
treaty, I therefere advise that sogmisition by Exscutive Agreement
of the rights proposed to be comveyed to the United Btates by Great
Britain will met require retificatiom by the Semate,

.
The right of the President to dispose of vessels of the Navy

enactmeats of the Comgress end &« decisien of the Sypreme Court—sad
any who sssert that the amthority dees net exist met assume the bur-

den of sstablishing that both the Oomgress and the Suprems Court memnt
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‘iiuiﬂfl’!ﬂ'ﬁ'u-iu- o, 141, 22 Btat,
582, 599-600 (U.5.0., title 34, sec. 492), the Comgress placed re-
l!giinrit'aivuf;goﬁi
'ﬂﬁiliiﬂ.!-ﬂ!iilﬂ-z
further wse and stricken from the maval registry, but by the last
i&ﬁ%.i‘i%l‘-i:i
Presidemnt free frem such limitatiems, It providest

ﬁlﬂi!ﬁ'iui.aﬂﬁi
........

FE‘-E““-.. P‘- 201, *ﬁ.i
Court seid of this statute that "the power of the President to direct

s departure from the statute is not eeafined to a sale for less than
ii‘i‘!ifﬁllﬂﬂﬂﬁilﬂ..-!nfﬂ
f!-l&l—%"ﬁii-nuflﬂﬁi
olause.”

8o far as ooncerms this statute, in my opimiom it leaves
Eii-:!;l‘fgiflzlﬁ
Hi:-‘ﬂiil'iliﬂfuﬁﬂ-?
i-lHEEEn!ﬁE‘zE*EEE
iti:iiw-.il'ihi
stricken from the naval registyy. The President, of course, would
sxsreise his powers cmly wmder the high semse of respoasibility



which follow§l his remk as Commsnder-in-Chisf of his naticn's defense
forces. e

Purthermere, I find in mo other statute or in the decisions
any attempted limitatioms wpem the plemary powers of the Presidemt
as Oommander-in-Chief of the Ammy snd Navy and es the head of the
State in 1ts relations with foreign countries to sater imto the pro-
posed arrangsments for the tremsfer to the British Uevermmeat of cer-
tain over-age destroyers and chsclemoent militery material except the
limitetions recently imposed Ly sectien 1i(e) of the act of Jwme 28,
1940 (Publiec Ne, 671). This sectiom, it will be noted, cleerly recog-
nises the emthority to make tremsfers snd sesks omly to impose certain
restrictions thereem. The section reads as follows:

Thws to prohibit action by the comstitutiomally-oreated
Commander-in=Chief except upen sutherizatiom of & statutery officer
subordinate in ramk is of gquestiomabls constitutionality, However,
singe the statute requires sertificatiom ealy of matters we to whioch
you would wish, irrespective of the statute, to be satisfied, =nd as
the legislative history of the section imdicates that mo srbitrary
restiiction 1s intended, it seems wnnscessary to reiss the questica
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would consequemtly Bullify the provisions of the bill (see section
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l-lhhlmmm-ﬂhrmthtvmm- Al-
though Semater Walsh stated that he d1d mot thimk the proposed subsec-
tion hed that effeet, he agreed te strike out the words "smd cammot
be used.” Senstor Barkley observed that ho thought the medified
language provided " mmoh more clastie term.” Semator Walsh further
stated that he would bear im mind im conferemce the views of Senstor
Barkley und others, aad thet be had "mo desire or purpose o go beyond
the present law, but to have some ocertificate filed es to whether the
property is surplus or mot,* (Comg, Rec,, Jume 21, 1940, pp. 13370-
13371)

hﬂwﬂiﬁnhﬂ-hﬂnﬂ:ﬁwhhﬂ-ﬂﬁuﬁ-
muimmum&mﬂn-u-mm,
exchange, sals or disposition of property merely beosmss it is still
used or wsable or of possible value for future wse. The statute does
mm-umh-m-uhlw.m“pw-hu-
ospt as sorep would hardly be pessibdle if confimed to meterizl whose
usefulness is entirely gome, I% need caly be certified as not essem~
tial, and "essential,” usually the equivelest of vital or imdispenssble,
falls far short of "used” or "wsable,”

Moreover, as has been imdicated, the comgressiensl swthorize-
tlen is mot merely of a sals, which might imply caly a eash tremsac~
tien, It also euthorizes equipment to be "trensferred,® "exchanged”
or "otherwise disposed of"j mnd in commection with material of this
kind for whieh there is mo open market valus is never absolute bwt



Terip,

-hnhtlwmmhihmt-:hmnﬂ-pw
replaosmant,
nmummummu-—m-ﬁm.
u-uummttnunq.mmmuwmt
mmmmmnmmuh]um-mm
limitation wpon the judgmeat of the highest staff officers as o
m-im,“ummu-umuﬂ-ﬂ-
would impeir cur essential defemses. Opecific items must be weighed
hlﬂlil-hwuhlmhdﬁ-m-llﬂn--hn
or dispesitien. Amy other constructiom would be & virtusl prebibitiea
uwm.“wﬂmﬂﬂ-ﬂ-hﬂunmulq
ummwﬂ—.mm-uu.-auﬂ-pﬁ;uu-
mmhnm.mmutumnh.mﬂ-uumum
It 1o my epinion that in prooeeding wnder sectiom 14(a)
eppropriate staff officers may and should comsider remaining wseful

1life, w-m.m.mmmwm
Teoting defense value, not caly with respect to what the Government

ummmlhmﬂm-uw“nm.utﬂu
with respect to what the Governmeat receives. In this sitwatiom good
business semse 1s good legal seass,
lmmmmwnumumw,
end should, certify wnder sectiom li(a) that ships smd materiel fnm-
mmuu-hummmmummnm
Uaited States if in their judgnent the comswmation of fhe trensac-
mu—mm-mmmmummmmm.



and osrtainly so where the conswmmatiom of the srrengement will
strengthen the total defemsive positiem of the natiem.

With speoific referemce to the proposed sgresment with the
GCovernment of Oreat Britain for the ssquisition of mavel and air bases,
it is my opinien that the Ohief of Naval Operatioms may, amd should,
certify wader section 14(a) that the destroyers iavelved are not es-
sential to the defense of the Tnited States if in his judgment the
exchange of such destroyers for swch naval sad air bases will streagthen
rather then impair the total defemse of the Tnited States.

I have previously indieated that im my epinieam there is
statutory suthority for the sequisitieom of the maval md air bases im
exchange for the vessels sand material, The guestion was 2ot more fully
discussed at that peint because depsmdent upom the statutes above
treated and which required comsiderstien im this sectiem of the opimiem.
It 10 to be borme in mind that these statutes clsarly récognise aad
deal with the smthority te make dispositiems by sale, tremsfer, ex-
change or otherwise; that they do mot impose any’ limitatioms cemcerm~
ing individusls, cerporatiems or govermmem+ts to which such disposi-
tions may be made; and that they do mot specify or limit im eny memmer
the considerstion whioch mey ester inte sm exchange, Thers is mo reason
whatever for holding that sales may net be made to or sxchanges made
with e foreign govermment or that ia swoh a ocase a treaty is contempla-
ted. This is emphasized whem we comsider that the trumssctioms in some
cases may be quite whimportant, perhaps caly dispesitioms of seresp,
and that a demestioc buyer (wmless restruined by some amthorized ocom-
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traot or embargo) would be quite free to dispese of his purchase as
he pleased, Furthermore, section Lil(a) of the sct of Jwme 28, 1940,
gupre, was enscted by the Comgress ia full comtamplatiom of trensfers
for ultimate delivery to foreign belligerent natioms, Pessibly it
may be said that the suthority for exehemge of maval vessels and ma-
terial pregupposes the scquisition of semethinmg of velus to the Navy
or, at lsast, to the natiomal defemse, Certainly I cem imply mo
narrower limitetion whem the law is wholly silemt im this respect, As~
suming thet there is, however, at least the limitation which I have mem-
tioned, it is fully met im the coguisition of rights to maintain needed
bases, 4ind if, as I bheld, the statute law mmthorizes the exchange of
vessels snd material for other vessels snd material or, equally, for
the right to establish beses, 1t is an imescapable corellary Shat the
statute law alsc suthorizes the sequisitiom of the ships or material
or bases which form the comsideration fer the excheange,.

i1,

Whether the statutes of the United Btates prevemt the dis-
patoh to Great Britais, a belligerent powsr, of the se-ocalled “mosquito
boats® mow wnder comstruction or the over-sge desiroyers depsads wpom
the interpretatien te be placed em sectiom 3 of title ¥V of the act of
June 15, 1917, o. 30, 40 Stat, 27, 222, This section reads:

s AT A A % Bt e
sny vesssl, built, armed, or

muu-“#—. or converted frem a private
[ of war, with my intemt or wider any -
or



same sot aad the rules of inbernational law which the Congress states
that it was its inteation %o implement., (H. Rep. No. 30, &5th Cong. ,
1st Sess., p. 9) BSo read, 1t is clear that it is inapplicable %o
m.mmmm.mnnnumtmhm,
squipped as, or comverted into, vessels of war with the intemt that
they should eater the service of a belligeremt, If the section were
Htu_ﬂﬂ.lt-ﬂlﬂlummnﬂ:ﬂ-m
which authorises the President to detain sny armed vessel wmmtil he
is satisfied that it will not emgage in hostils operstions before
it reaches a neutrel or belligerent port, The two sectioms are in-
telligible md reccneilable oaly if read i light of %he traditiomal
rules of istermational law, These are clearly stated by Oppembeim in
his work on Intermationsl Law, 5th ed,, Vol 2, sec. 334, PP« 574-5761
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Tiewsd in the light of the above, I am of the opimiom that

this statute doss prohibit the relesass

ond transfer to the British

Oovernmemt of the se-called "mosquito beats™ now wnder comstruction

for the Umnited States Navy, If these boats were released to the

Eritish Govermmemt, 1t would be legally impessible fer thet Coverm-
ment to take them cut of this comtry after their complation, simoe

to the extent of such completion et least they would have been built,
ermed, or equipped with the imtent, or with reasomsble cause to be-

Thiz will met be trwe, however, with mespect to the ever-
sge destroyers, sinoce they were clsarly mot bmilt, armed, or equipped

lieve, that they would enter the service of a belligsreat after be-

ing sent out of the jurisdistion of the United Btates.
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with sny such inteat or with reasemable camse to believe that they
would ever enter the service of & belligeremt,

Ia this conneotion it has beem noted that during the war
between Russis and Jepam in 1904 and 1905, the Germsn Govermmeat per-
mitted the sale to Ewssiz of torpede boats and also of ocean limers
belenging to its swxiliery sevy. See Wheaton's Intermatiomal Law,
6th od, (Keith), Vel. 2, p. 97Ts

Iv.

Ascordingly, you ire respectfully advised:

(a) That the proposed arrangement may be cemoluded as ea
Executive Agreement, effective without smiijimg retificatiem.

(b) That there 1s Presidential power to tremsfer title
snd possession of the proposed consider=tions wpom certificatiom by
appropriate staff officers,

(¢) That the dispateh of the so-called "mosquito boats®
would comstitute & violation of the statute law of the United States,
but with that exceptica there is mo legal obetacle to the conswma~
tion of the tramsactics, in accordenoce, of course, with the appli-
cable provisions of the Neutrality Act us to delivery,

Respectfully submitted,

attorney General,
-
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DRAFT OF LETTER FOR THE PRESITENT'S SIGHATURE

liy dear Christy:

Bob Wagner, as you lmow, has pleaded with
me for the appointment in the District Court of his
partner Cy Rifkin. I do not see how I can continue
to delay this because frankly Rifkin is qualified.

Do please send me a very high-class
neme for the other position. I fear Kane is
disqualified under my sixty-year rule.

Sincerely yours,

Honorable Christopher D. Sulllvan
Tammany Hall
H“ Iﬂ*’ HI I’



=
- DECLASSIFIED P b L
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By W. J. Stewart _PH?LE”%*B J ME'

WASHINGTON

Beptember 13, 1940

W orANDUM FOR

THE ATTORNEY GENERAL

Please read this over and
espeoially the last paragraph
in which Mr. Wenk emphasizes the
necesslty for speed and caution.
Please write him that you are
looking into 1t.

Enclosures far.tmb

Let. to the President from John G. Wenk,
Nat. Headquarters, Utoplan Bociety of
America 1919 South Western Avenue, Los
Angelee, California 8/19/40 re citlzen-
ship case of Joseph Buchta of L. A. a
resident of the U. B. beafore the out-
break of the World War of 1914 and at
one time an employee of the U, B. Govt,
Intelligence Bervice.
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October 10, 1940.

MUemorandum for the President

Politically Lowenthal is a close friend and protege of Senator
who has sald that he would yleld him to Farley's btrother but

you will recall, requested that no

Mr.
a8

There were intimations
This
far as we can ascertain he is not the
any of the court cases involved,

which involved court procedure.
mistaken identity for his name 18

meri
ndx-up
result of
re. So
in

ts of Connolly.
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(DFfice of the Attorney General
Washington B..

Noveber 13, 3940,

My dear Mr. President;

The Supreme Court at its session yesterday decided five
cages on the merits in favor of the Government and two against it.

In Republic Steel Corporation v. Na &
Boerd et 8] the Labor Board, in directing the Republic Steel to
pay over back pay to verious employees whom it had deprived of em-
ployment in violation of the National Labor Relstions Aet, directed
the Company to deduct from the back pay any amounts which the
employees had received from work relief projects, and to pay
over the amounts so deducted to the appropriste governmental
agencies. The Supreme Court held that the provision for reim-
bursement of governmental agencies was beyond the power of the
Board; the Court had previocusly refused to review any of the other
aspects of the case. The basis of the Court's decision is that
the power of the Boerd is limited to redress of the grievances of
employees, and does not extend to the redress of any public injury
after the employees have been made whole. Mr. Justice Black and
Mr. Justice Douglas filed a Beparete opinion in which they con-
cwrred in the result. Mr. Justice Roberts took no pert in the de-
eision.

gaoC RLion ol Machinigts et ol v,

the Labor Board set aside a closed-
shop contract between the employer and the Internstional Associ-
ation of Machinists, an A, F, of L. affiliate, and ordered the
employer to bargain with the United Automobile Workers of America,
& C. I. 0. affiliate. The Supreme Court upheld the order, ageinst
the attack of the International Association of Machinists, The
Court held that that organization had been mssisted by the employer
in obtaining ite majority membership in the unit of the plant
which was covered by the closed-shop contract, and that the con-
tract was therefore invelid under Section 8(3) of the National
Labor Relations Act. The Court upheld the order to bargain with
the United Automobile Workers of Ameriea, which had represented
a majority of the employees in the plant at the time of the hear-
ing, despite a claim submitted to the Board shortly before its
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declsion by the International Association of Machinists that
the latter organization then represented a majority of the em-
ployees. On this point the Court held that the Board might
disregard any shift of membership which cccurred before the
employer's unfalr labor practices had been remedied by compli-
ance with the order to bargain with the United Automobile
Workers.

In Neuberger v. o

it was held, in an opinion by Mr. Justice Murphy, that under
Section 23(r)(1) of the Revenue Act of 1932, a taxpayer in com—
puting his net income may deduct from his gross income loszes
sustained from sales or exchanges of stocks and bonds held less
than two years to the extent of the gains realized from such
sales by himself and to the extent of his share of the gains
realized from such smles by his partnership. Three Justices
dissented (Roberts, Black and Douglas).

Co. v.

involved the proper comstruction of Section 11L4(b)(4)
of the Revenue Act of 1934, which required texpayers to state
in their "first return" under the Act whether they elected to
have depletion allowance computed with or without regard to
percentage depletion. The Supreme Court sustained the Govern-
ment's contention that an eamended return, filed after the periecd
for filing original returns, wes not & "first return" within
the meaning of the Act and that consequently a taxpayer who made
an election only in such an amended return was not entitled to

percentage depletion.

In Helvering v. Northwest Steel Rolling Mills, Inc.,
the Supreme Court held that & corporation was not entitled to a
credit in the computation of its undistributed profits tax simply
because it was prohiblted by state law from distributing ite profis
by way of dividends during the tax year. The Court further held
that the undistributed profite tax, so construed, was constitu-
tional, (Crane-Johnson Co. v. Helvering, a companion case, was
similarly decided.

In United States v. Stewart it was held, in an opinion
by Mr. Justice Douglas, that gain on sale of Federal land bank
bonds is not exempt from income tax under a statute which declares
that such bonds and the "income derived therefrom" shall be tax-
exempt. Mr. Justice Roberts dissented.
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Petitions for certicrari in ten cases filed by the

Government were granted. The most important of these was that

in United Stetes v. The Cooper Corporetion et al. The question
presented in this case is whether the United States has the right
to maintain an action under Sectiom 7 of the Sherman Act to re-
cover triple damages for injuries inflicted upon it for losses
alleged to have resulted from identical bids submitted by eighteen
rubber tire manufacturers on Government purchases. The final de-
cigion in this case may have far-reaching effect on Government

buying under the defense program.

0f the fourteen petitions for write of certiorari
filed by opponents upon which the Court acted, ten were denied
and four granted, the Government concurring in the issuance of
the writ in these cases.

Rnsgpfjfullg, ;

The President,
The White House,

Washington, D. C.
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My deer Mr, President:

Of the two opinions rendered by the Supreme Court at its

sesslon today, the one of most general interest is that in Milk
on ' [-) Ve a
g3 & « In this case, in which the Government

did not participate, the Court held that the Norris-LaGuardie
Act forbede issuance of an injunction in a labor dispute, even though
the labor setivities were zlleged to be in violation of the Shermen
Anti-trust law. The other opinion was rendered in three cases to
which the Government was a perty. In these ceses (Wilson and Co.,
Inc. v. United Stetes, and two other cases), the Court, in an
opinion by Mr. Justice Murphy, sustained a collatersl contention
of the Government, to the effect that a deniel of the export-refund
claim by the Commissiongr of Internsl Revenue under Title IV of
the Revenue Act of 1936 could not be reviewed, at least when the
record did not show the basis of his action; the Cowrt did not
pass upon the more significant issue in the case, whether an ex-
porter-processor could present an export refund claim under
Title IV or must present & single claim for all processing taxes
paid, under Title VII.

The Court also grented two petitions for writs of cer-
tiorari filed by the Govermnment snd denied one. Petitions by op-
ponents were granted in three cases, the Govermment concurring in
the issuance of the writs in two of these csses. Three petitions
by opponents were denied.

Respectfully,
s

I%‘;m Ve I/-?rm §
I sl o o
'“,: Attorney QGenersl.

i

The President,
The White House,

Washington, D. C.
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MEMORANDUM FOR THE PRESIDENT

I have your note about the material from
Secretary Ickes on Sparks, Briggs, and others
regarding the Philadelphia Convention. I have had
Mr. Milligan going into this matter, and he will
investigate it thoroughly with grand jury. In fact,

he is going down the line on the whole works.

Attormey :Gunml
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) _November 30, 1840.

MEMORANDUM FOR
THE ATTORNEY GENERAL

The enclosed is for your
confidential information.

F. D. R.

4 Lj;u ),O\u,‘j
A 1 THE WHITE HOUSE

tl‘



THE WHITE HOUSE
WASHINGTON

COP X

Before you appolint Rifkind
to the Federal Bench at Senator
Wagner's request, you might walt
for the outcome of the investigation
which I understand the Government
ie now making of the Barron Collier
bankruptcies here, in which Senator
Wagner's firm, including Rifkind,

is one of the counsel.
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DECLASSIFIED
By Deputy Archivist of the U.S8.

— By W. J. Stewart DatefER 20 1079

Aboard Presidential Special
December 3, 1940,

B T ——

MEMORANDUM POR
THE ATTORNEY GENERAL

I have been gotting & lot of complaimte

‘H"mm—ﬂ-ih-u--u-m
lﬂﬁihtlm.

P. D, R,
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MEMORANDUM FOR THE PRESIDENT OF THE UNITED STATES

In ret Sun-Berald Corporation v. Duggan
News Publi Co v, an

As you may recall, these cases arlse out of
gertain bequests made by Frank A, Munsey to the
Metropolitan Museum of Art. Recovery is sought of
taxes totalling approximately §215,000, paid on in-
come received, in the first instant, by the Sun-
Herald Corporation and News Publishing Company, but
ultimately by the Museum. Becaunse of your interest
in the matter, I wish to bring to your attention
the fact that a settlement offer contemplating a
refund of spproximately $107,000 has been rejected.

I am, of course, keenly aware of the posi-
tion of the Museum in these cases. Unfortunately,
however, while a different procedure might have been
followed, the original transaction was not carried
out in such a way as to place the income in question
definitely in a tax-exempt category. On the contrary,
it is reasonably clear that it does not fall within
the exemptions created by Congress for rellglous,
charitable and educational institutions. While the
defense of the Bovernment, of course, is not abso-
lute, under the circumstances I belleve that an of-
fer to accept a refund of fifty per cent. 1s excess-
ive.

For your information, there is attached a
copy of a memorandum which sets forth the facte
in some detall.
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ROBERT H. JACKS

—_

e DEPARTMENT OF JIBTICE
1 WASHINGTON
November 26, 1940

SAMUEL O, CLARK, JR.,
Assistant Attorney General

In re:

OFFER IN SETTLEMENT OF CIVIL TAX CASES

These suits are pending in the Southern District of New York to recover
income taxes alleged to have been erroneously collected for the years 1928
and 1929 in the respective amounts of $17,285,50 and $18,493,24 from the Sun-
Herald Corperation, and §35,544.74 and $71,316,52 from the News Publishing
Company, all totaling $142,640, plus interest to total approximetely §215,000.
An amended offer has been proposed to settle the above cases on the basis of
a refund of 50% or $71,320, plus interest thereon to September 13, 1939 of
$36,013.40, making a total refund of $107,333.40.

The Chief Counsel, Bureau of Internal Hevenue, the United States Attormey,
and Messrs. Horton, Siarpe, Samford, Slack and Tweedy, of this Division, recom-
mend rejection. An offer in compromise to accept 90%, without interest, or
$128,862 was rejected July 15, 1939.

The questions involved relate to whether income was received by the plain-
tiffs as agents or trustees of the Museum Estates, Inc, which was created for
the Metropolitan Museum, both being exempt corporations; whether proper claims
for refunds were filed by the plaintiffs to support amended complaints; whether
amended complaints were new causes of action and subject to the applicable
stetutes of limitations or related to the original complaints filed; and also
the applicability of the dootrine of equitable estoppel in the News Publishing
Gﬂ. cRSa .

At the time of his death on December 22, 1925, Frank A, Munsey through his
1 holding corporation owned all of the stock of the plaintiffs. He made

a residuary bequest to the Metropolitan Museum of Art and accordingly all of the
stock of the plaintiffs was turned over to Museum Estates, Inc., an exempt
holding company, organized by the Metropolitan Museum for the sole purpose of
receiving and liquidating assets of the Munsey Estate., The plaintiffs' property
consisted of notes which they had received from the sale of their newspaper
businesses, They conducted no business, had no bank accounts, no employees, no
offices, and the officers served without compensation and performed no duty
other than to endorse checks received by it to Museum Estates, Inc.

It appears that about March 1, 1928, the stock of the plaintiffs and the
notes held by them were physically turned over to Museum Estates, Inc, but the
notes were carried on the books and reported on the returns of the respective

s for the years in question as assets, The directors' minutes disclose
that a resolution to transfer the title to the notes was not adopted until
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December 18, 1930. On this date the Oovernment insists that title to
the notes passec to Museum Estates, Ine., and up to this time the plain-
tiffs omed the notes and collections of interest were subject to tax.

The original claims for refund and suits filed by each taxpayer
were based upon the theory that both companies were exempt from taxa-
tion under the provisions of Section 103 (14) of the Revenue Act of
1928, which provides exemption to —

Corporations organized for the exclusive purpose
of holding title to property, and turning over the
entire amount thereof, less expenses, to an organiza-
tion which itself is exempt from the tax imposed by
this title; # » *.

All refund claims were rejected ard these suits were duly instituted re-
sulting in a favorable decision to the taxpayer. The Circuit Court of
Appeals for the Second Circuit (73 F. (2d4) 928, certiorari denied, 294
U. S, 719) reversed the decision and specifically held in the Sun-Herald

case thet the theory upon which the refund claims and the
then existing complaint were predicated was untenable—that the Sun-
Herald Corporation was not organized to collect and pay money to an
exempt corporation, but was a newspaper corporation, to which the in-
come in gquestion belonged and was taxable,.

After the decision of the Cirouit Court of Appeals, amended com—
plaints were filed in each case, based upon the theory that in the col-
lection and transmission of the income in question the corporations were
acting as trustees or agents for an exempt corporation, Since this
theory is a new one, the question arises as to whether it is supported
by the claims for refund as the plaintiffs must, of course, rely for
recovery solely on the precise grou?ﬁ presented to the Commissioner.
Whils the amended claims for refund contain certain "conduit® _
language, an examination of the entire claim indicates with reasonable
ecertainty that the taxpayers were claiming under Section 103(14) and
not under the theory of a trust relationship., Accordingly, a strong
contention.may be made that the claims for refund are insufficient to
support a cause of action based upon a fiduelary relationship between
the publishing companies and Museum Estates, Inc. If such contertion
were successful, there would, of course, be no recovery in either case.

If the last smendment to the complaint sets forth a new and dis-
tinet cause of action, claims tatunifs approximately $70,000 may be
barred by the statute of limitations.'”) The original petition was
based upon the full omnership of the assets of the Sun-Herald Corporation,

(1)
See Mr, Samford's memorandum of Octeber 8, 1940, Appendix A.

2

”mmitcorw.mmtamnrmma, showing in
tabular form the dates when the claims were flled and rejected and
when the complaints were filed. See also memorandum of September

24,y 1940
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by that corporatlon as a separate entity, and the last amendment sets
forth the existence of an agreement relating to a trust or agency,
the proof of which would involve new facts concerning, among other
things, the alleged written instrument, dates, the transfer of assets
and the passage of equitable title. Accordingly, it is doubtful if
the theory of relations back is applicable, even though it urx-
pected, particularly in the light of the new rules {Ruln m:fa}
the court would be inclined to adopt & liberal ntt.itu:le

If the amendments do contain new actions, §18,493.24 may be barred
in the Jup-Herald case for 1929, and $34,390.34 may be barred in the
lews Publishing case for 1928 and if the consideration of an amended
claim concerning the year 1928 in the Sun-Herald case reopens the
original claim, an additional §17,285,50 may be barred for that year,
These amounts total about $70,000, without interest, or approximately

50% of the principal taxes il:lmlﬂd which is the bauia of the offer
in settlement,

Apart from the foregoing defenses of limitations, the physical
documentary evidence available in the cases indicates that during the
years 1928 and 1929 the income involved was the income of the plain-
tiff corporations. The balance sheets and thelir returns list the
notes as their assets and taxes were paid on the basis that the income
from these notes was the income of the plaintiffs, The minutes of the
corporation show that on December 18, 1930, they transferred the notes
to Museum Estates, Inc. All of this tends to negative the trust or
agency theory, based upon an agreement expressed or implied. Equitable
estoppel may be urged to prevent the new thecry from being advanced at

this late date in the News Publishing Company cese.

4 troublesome case, when compared to the cases at bar, is

v. Commissioner (C.C.A. 2d, 1938, 96 F. (2d) 776), wherein
Judges Manton and Swan, with L., Hand d.‘l.aunting, decided that a cor-
poration organized by & testator to operate his bathing beach property
and turm over the income to a charitable foundation to be created ac-
cording to his will, was not exempt from taxation under Section 103(14),
but was exempt as a corporation organized and cperated for purposes
other than private profit, and hence fell under Section 103(6)., This
decision appears to be wrong in view of m Gilbert, 296 U.S.

659, and Irinidad v.

(3)
The referred-to emendment was filed prior to the adoption of the

new rules.

The trial court has allowed the filing of the amendments, but appar-
ently upon the ground that they are new causes of :n‘l'-im and still
filed within the statutory period of limitation (15 Fed.Supp. 415).

(5) pugustus Hand wrote the opinion in the Sun-Herald appeal, which was

(4)



This case, in addition to a rather complicated factual set-up,
presents certain equitable factors which may influence the court
to a greater or less extent. The transaction could have been handled
originally in such a way as to have been entirely tax—exempt. Fur-
ther, the fact that the Metropolitan Museum would be the ultimate
bearer of any tax burden may well tend to weight the scales against
the Govermnment, particularly in so far as technical contentions are
concerned, In view of thesefactors, as well as others, I believe
the case to be a compromiseable one. Nevertheless, since recovery
will be entirely defeated if either of two contentlons is success-
ful, and materially reduced if the third contention is sustained,
Ibelieve that the offer is too high. Accordingly, I concur in the
recommendations that it be rejected,

(signed)
SAMUEL 0. CLARK, JR.,
Assistant Attorney Oemeral.

December 3, 1940,
Rejection recommended

Charles Fahy
Assistant Solicitor Ceneral

(5) Continued)

concurred in by Judge Chase, and Judge Learnmed Hand dissented in the
case, but Judge Swan concurred in the decision for the taxpayer
in the latter. No petition for certiorari was filed in the Jochg case,
apparently on the ground that although the decision was technically
wrong, the facts involved were unusual and probably non-recurrent,
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COPY OF LETTER WRITTEN IN LONGHAND BY THE PRESIDENT
January 18, 1941

Dear Bob:

I do hope you're feeling better -- Don't try
to attend anything Monday unlese the M. D. really says
yes.

Thank you for your note. It can only have one

answer -- Stay put.

Affec.
F- D'l Rt



THE ATTORNEY GENERAL
WASHINGTON w
January 16, 1941 (2gj*;dfu

My dear Mr. President:

I hereby present my resignation as
Attorney (eneral of the United States effective
at your pleasure.

You are about to enter a new adminis-
tration significant because of problems peculiar
to these rapidly moving times. It seems appropri-
ate to relinquish a position for which I was
chosen in very different conditions and for
qualifications which may no longer be appropri-
ate.

It would be impossible in words to

express my appreciation for the honor of your
confidence.

Respectfully yours

Wwaﬂ-ﬂ--..

The President
The VWhite House
Washington, D.C.
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MEMORANDUM FOR THE PEELIDERT:
Bob Jackson telsphonss to sey
Depsrizment

enlistments (in the United States) for
Consdisn service. Bob suggests thet bocsuse
of & very techolesl and troubleccss ntstute
in re enlistnenta of this kind it would be

S ————






THE SECRETARY OF THE INTERIOR
WASHINGTOMN

March 17, 1941,

My dear Mr, President:

I heard recently that you ware contemplating the appointment of
former Semator James Slattery to the Federal Bemch in Chicage. In my
cpinion such an appointment would be a mistake,

In the first place, Slattery does not rate such an appointment elther
a8 & lawyer or as a citizen, His practice was based, to a considerable
extent upcn a clientege that, in the main, consisted of violators of the
Volstead Act, He has had no enviable reputation or etanding as a lawyer
in Chicago. As a citizen I have never kmown him to be interested in any
libteral movement., I think that he has been, and still is, unconscious of
the social problems of our times.

Slattery's temporary prominence in politics was due to the late
Governor Horner, The relationship was purely persomal. You will recall
that, before Horner appointed him to fil1l the Lewls vacancy in the Sennte,
Slattery was Chalrman of the Illinois Commerce Commission. While chairman
there came into hie posseseion some $25,000 of the securities of utilities
that 1t was the function of his board to regulate, His explanation, when
this fact became kmown, that his daughter had bought the securities with
cash and later sold them for cash, impressed no one. This clrcumstance
wae a heavy handicap last November.

In appolnting Slattery to the Senate, Governor Hormer did hie party

no good. Oranting that he supported the Adminlstration while he was here,



he was still a wenk candidate last November, Nearly anyone alse who
conceivably could have been named to run againet Brooks in Illinois last
fall could have won., From the day that he was appointed by Governor Horner,
1 predicted that he would be a load on the ticket when he should run for
the short term, The consensus of opinion of politicians of Illinoie with
whom I have talled think that Brooks could not have beaten anyons elee,

The balisf, ae expressed to me by people of Illinoie, 1s that if
Slattery should be appointed to the Bench, it would weaken the democratic
chances to elect a Senator next yoar when Brooks will be running for a full
torm. The appointment of an ocutetanding citizen, an able lawyer and a
liberal to the Bench would go far %o help elect a Semator in 1942,

In short, from a political point of vlew, I do not see that Blattery
has earned any such appointment, mnd, from a political polnt of wview, I
apprehend that if he should be put on the Federal Bench it will be detrimental
to democratic success in Illinols next year.

Binceraly yours,
st Atlns
e e T TR ]

Secretary of the Interlor.

The President,
The White House,



THE WHITE HOUSE
WASHINGTON
Maroh HI, 1941.
LEMORANDUM FOR

TC READ AND RETURN
FOR MY FILES,

F. D. R.

Letter to the President,
dated March 17, 1941, from Secretary
Ickes re 8Senator Slattery. Sscretary
Ickes feele that 1t would be & great
mistake to appoint him to the
Federal Bench in Chicago,
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MEMORANDUM FOR THE PRESIDENT:

Leon Henderson says the At
General has Okayed the freezing

\,"II:- ¢ j'l_.._-... }{_.. kel s
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‘of che

ecoal prices. Henderson wants to know

if he can go ahead by moon today.

E. “' '.
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THE WHITE HOUSE
WASHINGTON

June 23, 1941
MEMORANDUM FOR THE ATTORNEY GENERAL:
The President has been delighted
to see the attached letter whiech T am

returning to you herewith.

G.G.T.
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The President
The White House
Washington, D.C.
My dear lr. President:

T attach a letter from M. Lorimer lMoe, of
Swedish descent, a newspaper reporter from "Yamestown."

iis observations about the actual operation of
the convoy system as viewed in his recent trip are
completely confirmatory of your statements to the
Cabinet and to me and are so vigorously and so re-
freshingly detailed that I thought the letter worth
your examination.

Respectfully yours,

M

Atto General
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Members of this Administretion, in view of the current
discussion sbout the Supreme Court, will find several interesting
things in Pringle's recent "The Life end Times of Williem Howerd
Taft”.

Fo

After the election of President Wilson, Taft received the
newspaper correspondents. "Above all other things, the President
sald, he wes proudest of the faect that six of the nine mémbers of
the Burreme Court, including the Chief Juastice, bore his commission.
'And I have said to them," Taft chuckled, '"Damn you, if eny of you
die, I'1l disown you."'" (p, 854) It will be recalled that they
81l hung on so that Wilson hed uﬂy‘h‘mcnnciaa to fi11 during
his eight years.

It appears that Chief Justice White, whom Taft had named,
had substantially promised to retire. After Marding's election,
however, White gave no indication of retirement., On March 26th
Taft called on and also on Chief Justice White, Taft's
biographer sums up his attitude: "The most kindly of men, Taft's
arxious appreisal of the jurlst's health was a degree ghoulish".
(ps 956) Taft later found his ambition considerably thwarted,
or at least delayed, because "a new complication had arisen".
"The President (Herding), he learned, hed promised to elevate
Senator George Sutherlend of Utah to the Supreme Court at the
first opportunity." (p. 957)

The blography reveals Taft calling on Chief Justice White
to ascertain the attitude of Justice Hughes towards becoming the
Republicen cendidete for President. "Taft admitted that Hughes
enterteined a few 'Progressive notions,' but the associate justice
was not fatally polsoned by that virus." (p. 286) Mr. Fughes
wrote to Mr. Taft after his defeat:""I do not think that snyone
of common sense has enterteined the idea that my ascceptence hurt
the dignity of the court.'™ (p. 900)

Under the Hoover Administration Taft wrote to Hormce Taft
on November 1f, 1929: "'I am older and slower and less acute
and more confused. However, as long as things continue asthey
ere, and I am able to anawer in my place, I must sty on the
?Wti?mhmtmmlﬁmmmmcmtrd. . ath
p. 967

These are interesting commentaries in view of the ethical
standerde which the resctioraries now advocate in connection with
the Court. We can only hope that they have reformed since they
last had an opportunity to put their sthiecs into force.

R.H.J.




	0001
	0002
	0003
	0004
	0005
	0006
	0007
	0008
	0009
	0010
	0011
	0012
	0013
	0014
	0015
	0016
	0017
	0018
	0019
	0020
	0021
	0022
	0023
	0024
	0025
	0026
	0027
	0028
	0029
	0030
	0031
	0032
	0033
	0034
	0035
	0036
	0037
	0038
	0039
	0040
	0041
	0042
	0043
	0044
	0045
	0046
	0047
	0048
	0049
	0050
	0051
	0052
	0053
	0054
	0055
	0056
	0057
	0058
	0059
	0060
	0061
	0062
	0063
	0064
	0065
	0066
	0067
	0068
	0069
	0070
	0071
	0072
	0073
	0074
	0075
	0076
	0077
	0078
	0079
	0080
	0081
	0082
	0083
	0084
	0085
	0086
	0087
	0088
	0089
	0090
	0091

