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Memorandum for Mr. McIntyre:

las dictated the following
mewo over the 'phone;

"Mr. Jerome N. Frank, of New York City,

is agreeaple to an appointment on the
Qommiesion. I am very enthuslastic to
have Frank. Frank would like to kuow

that if there is aveilable at some future
time an appropriate Federal Judgeship

that he would be given consideration, as he
is interested iu permanency of tenure in the
Federal Government, as he hae to leave a
very good law practice and does not want to
return to it if he comes down.

#John Haines, of C.E. Barney & Co., Member
of the New York Stock Exchange, 1s a very
good prospect. I am planning to have a
confereuce with Haines, if agreeable, in

the very near future, to size him up further.

"At the present time I feel that Frank and
Haines would be an excellent compination and
I will report the results of my conference
with Haines in a few days."



In view of your interest in a recent compilation pre-
pared by Goodbody & Company, purporting to set forth certain
values for public utility securities, I have had our Publio
Utilities Divislon investigate and analyze the resulis of this

Igl

The "Goodbody Study" represents an attempt to measure
the assets and earning power underlying holding company seouri-

ties. The physical assets of the subsidiary operating companiecs
which form the base of the whole security structure have been

revalued on the basis of figures derived from averaging the
detalled property accounts of 120 publio utility operating com-
panies. Earnings were then computed on the- assumption of a

6 rate of return on the property values so caloulated. The
caloulated velues and earnincs based thereon were substituted
for book values and actual earnings of each individual company
in arriving at Goodbody's computed values and earmings appliocable
to the securities of the holding companies listed in the study.

The caloulated asset figures wers derived from an
averaging process of the detalled property sccounts of one hun-
dred and twenty public utility operating companies examined,

To olarify just how the averaging process was developed,
I have obtained from the files of the Publioc Utilities Division
& oopy, which I am inclosing, of the Goodbody Market Letter and
indioated in red pemcil the portion which shows, by specifio
illustration, how the method was employed,

The method is sdmittedly only for test purposes and
does not profess to develop "original cost" or " invest-
ment valuations" for any given company. The a oation of
average computations to specifioc cases has the usual wealkness
that is inherent in any o proocess. For that reason, I
‘believe that the "Goodbody does not necessarily indicate
the extent of "write-ups" or "water" presemt in the various
holding=company systems, It would however indiocate the ocompanies



whoere inflated values probably exist and thus serve as a rough,
though not accurate, measurs of their extent. In other words
it doos mot necessarily give a relisble measure of such inflation.

The study was designed primarily to warn investors in
& gensral way of the companies whose sarninge in the future might
be lees than in the past. I believe it is of value in distinguish-
img the better holding companies {rom the poorsr ones from the
peint of view of investors who are contemplating putting thelr
momey into holding company securities.

The following eppears to be the way in which thoy may be
classified on the basie of the "Goodbody Study.”

Uaking the bost uhnwiﬂi:

Horth Amsrlcan
Columbia Gas & Electric
Americen Gas & Electric Co. (Electric Bond & Share System)

Tnited Gas Improvement Company
Maling the next bost showing:

Hisgaran Hudson Fower Compamy

Electric Fower & Light Oo. (Electric Bond & Shars System)

Hational Fower & Light Co. (Electrie Bond & Share System)

Engineers Public Service Cos (formerly Stone & Webster
System)

Commorwenlth & Southern Corporation

Americen Water Worke & Electrie Company, Incorporated

Making m poor showing:

United Gas Corporation (Electric Bond & Share System)
North Ameriean Light & Power Co. (North American System)

United Light & Power Compamy
Contral & South West Utdlities Co. (Middle Weet System)

Americen Fower & Light Cos (Electric Bond & Share System)
Standard Gas & Elesctriec Company

I shall be happy to supply amy other additional informa-
tion you may desires

Yours faithfully,

e O oo

William 0. Douglas,
Inoce Chairman.,
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in relation to earnings—say, eventually, at 5 to We cannot condone their contimmnee” This effect on the earnings of some utility comparies
lﬂtm::!rﬂmiminsludsﬂ‘lﬂm‘ﬂ{hbu? thought was reiterated in his Press Conference might hﬁmdwﬂmmmw
The decline in business over the past foar of January 14th, last, Moreover, it is comman duced 0 huTm::!ulb wlhT Ea
manths has probably been more drastic, per- knowledpe that the Federnl Power Commission ntl;l rate et 1e rough use
contage-wise, than for any comparable peried has espoused such a theory, for mwﬁ: the “prudent investment"” theory,
inn our history. ‘This fact raises & following a recent 5 Cmng;dﬂm It is to be noted that even if the “prudent
that business is apt to improve moderately be- i lﬂﬂ“s:gﬁ‘ﬂ H: EI_'.?"C" ’ {nw"ﬂvﬁmm hll‘nuldn[‘uumﬂd
fare wing worse, Firmness in RETO throughout country, mte of return al-
mmﬁtmﬁminlhmmz MWM““"“H““W hmﬂmwnmd:g;nhuynry
helps to increase that feeling or hope. Although Investment Plan for “-"-‘“"Lf_'"‘ property s between States or sections, to local or
there is listle evidence a4 yet in business figures 292 electrical utilities. We fear the possihili sectional differences, some companies would be
to substantiate any such opinion, we think some that the Courts will accept ultimately allowed somewhat higher or lower returns, de-
upturn businesswise may oceur fn this first valuation method, pending on how much is necessary to attract
quarter, barring unexpected political develop- Therefore, now that the whole matter of capital to the enterprise.
ments. " At least in sporadic cases, wage scales L o g cursw Eaderad ot Up o the present time, uility stockholders
m"u“ﬂ? e — ?Mditr g mm&dh“wl o utd;lrmbuld?gmm I'-I.\'tpmnimd almost mri:pIu in the dark
should « improvement from . . &riY . !
viewpaint. Potlr:iujly the news is likely to be E:’nﬂneﬂb]e their respective positions might :i;tmmlﬂblm e L!m,'md. ot
more appetizing, as the Senate may be expected become.  For, even lhuﬂg the actual outeome s ol ks bt g -l
to nssume a reasonably independent attitude in e Rcktopiers Siould resitas: fie. the their own secarity holdinga, pecialy i these
o it m:.rt;n.ﬂ.l n?rmhﬁm mhgrup <5 Mm&gmmgiuwmmﬂﬁ?ﬂﬁ securities were ﬂs{ prcﬁ;% of common stocks
ready arcused e ident’s mes- i .
mg‘cynnd his mimﬂ!rl O 4 PELrmament pro- passibility that the actunl asset value (ns finally wkmmzkﬁmwml '"1‘ EIMM".T;
gram, may readily in this first quarter— allowed ) behind each I]‘Ilg of IIDF* might vary s . & il eko rieing
if not as @ result of actual developments, then considerably from the price which they fs e s PUE mhel foe e
from a spreading conviction that Government for the socurity; (2) a pdssibility that o celling . P ot P"'U“’d
spending must increase fairly soon. Thus, i i, o R g Tl o vt values and earning power behind his securities
businesswise, laborwise, palitically and infla- or below present levels, might be imposed on W e i W e b e
tiamwise, we'think the news or its anticipation e Sy, Corialuly, ey are jusifed in rpoace and docs ot give b the orpinl som
will supply & sufficient stimulus for a rally in lﬂ*:g!_ artial guidance in this matter, parposes nd doss 0t gis org oot
stock prices over the next month.  However, i this “prudent investment” theory, s or prudent uations for any
this does not mean any change in our advices we understand it, the ariginal cost of the var- coMmpany.
to investars, : : inus elements of a il iphrr-ﬂlm Such a method, all it & yardstick if yoo
. PR e (plus the use of reasonable judgment in will, has heretofore not been' penerally used.
UTILITY VALUATION YARDSTICKS mining certain values open to question} is by possibly for the following reasons: (A) Utility
It has been believed for many years that the h'hwﬂﬂﬂfh"ﬂwﬂlw mam:{uhﬂmfﬂlrbﬂihrdlhulhrir
property valuations of some wotility i fate base upan which to predicate n fair rate local conditions were “'different™
mnurﬁ:ﬂlllmhighaﬁmrem&m af return. Two ether im ant factors wsally make such a method inapplicalile to their sit-
In the past few months, the President has advo- considered are depreciation and working capi- wation. (B} The enormaous amount of work
cated 'S:'"-"-‘“f' so-called “prudent invest- tal. If State Commissians and Courts should required to develop the methad has dissonragped
ment™ theory in valuing public utility proper- hold that 6% was a falr rate of returnt the efforts to attempt it. (C) Omnly in very recent
ties, and only very recently in his Tackson Day T Comsidering the libersl trend of Court seinion, we manths have heent available for nublic
addifress, the Chiel Executive, it appears to us, have sllowed in cor computstions & 5% rate of inspection, in the files of the Federal Power
further alluded ta this theory when he said: Feturn "Hﬂ} Tﬂrl':'“h low temparurily for some Commission, of operating companies
. ,,nnu,;mtmtinuuuuiuuht‘“g I’ --L'oﬁ.pm‘?mmﬁ with sufficient detail from which tn work up
in biying holding company securities whi U 5. 293, Mr. Juitice Cardamn held that a the necessary datn, Nevertheless, becauwse we
had hlue sky above them instead of tangible ot BT wan te, However, in 1935 E felt that thess chjections, while valid within
assets behind them. That evil of utility holding Pa sisy o Wen Gas Company va. Public Timits, were ot inmrmotntable and helieved
company control will not grow in the days to dhisenting eptalon of fhe Bo ‘“‘.:‘,’;,fﬁﬂ-m that the fmplications of the study would be
crmie, hecanse this Government has now 8 ABIW retern upon walor determined helpfisl to § we procesded to set up twn
laws to prevent similar occurrences in the mﬁmim&:‘u wan nal enressonable. These yardsticks with .ﬁ[d, to test asset waluwes and
future. but we have not yet corrected the exiat- considerably lerway hwﬂltﬁmmm earning newer of certain companies as shown

ing evils that flow from mistakes of the past,
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eonsist of securfties of its md ﬂ:l“l'l.ﬂllé
:;np-m[u. Thuzs, it is evident m\'ﬂue
parent company securities
Fpnnmlppfdn{mﬂ}'ﬂlﬂlpon‘fdh.
item by itemn, of subsidiary company securities
(representing for the most Eﬂ Je parent's
:rwnn-hrq_ho{ practically all assets it pos-
pesses ), e results ofrﬂﬂl, in more tech
language, are referred to as the af -
vidual acerisals to the parent rom
umu:r!hipb-::!idp_wuriliﬂ and us in uﬁmd
spective su operatin pantes.”
mnrl:r?:{:f it {l;:g'ibq:helhu'thmﬂn: of these
securities mak the holding compan .
folio depends uﬁu?lu \'l.'lucof“rllw ot W‘:\_
tant assets of the subsidiary companies, There-
fore an analysis of these most important assets
WIS NECESEArY.
Thuemnd::ufmdrphntmdpgnpmr

accounts (usunlly 759% to 855 of their total
assets ). Thus, the values found for these assets,
when 'm?ﬁgﬁ first, fnto what is behind the
securities o idiary ting com in
respect fo ﬂutgmmmw ﬂm
company, and then, further translated into what

shown in the tabulation, is to aa the
“asset equity” accruing to the individual se-
curity shown. In simpler words, we use the
term “nsset equity” to mean the value of the
assets (such as Fﬂ'ﬁ'll‘ul'l. transmission lines,
net working capital, ete.) which we found in
back of, or belonging to, each share of the stock
sthown in the mbulation. Similarly, the term
“earning equity” means the earning power of

g

these mssets which we found in back of
sich share (according mmﬂm}.

we took type of equipment {such as miles
| of transmissfon lines) and totaled it for our
group of 120 companies, and divided this total
| by the investment of those companies
in this particular item. Thus, we arrived at
|l¥'!ﬂ.|'eﬂ.hj‘tl'ﬂn¢l- In the case of transmission
|I|l1:l. the average unit value was expressed
| dollars per mile of line (according to size).
| We then went back and multiplied these valpes
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would have on the ed securities of the

parent hold . 'We arrived at thess

adjusted values ng ar svers

age unit, values from the growp of 120
3,



6 ting * investment”, for it is
obvioon that s mehod b -
what wuﬂhmﬂdﬁ:rhmmﬁ:’ﬁmﬂ

ing therefrom for any particular company. Hut
it 15 our judgment that the application of the
“prudent investment” theory would result in
asset equity figures per share for compan
within the rl:fe established brméulm g
(which we developed for comparative purposes
mﬁm in 8o far as we were -lh;;mﬂm:

values of the operati £E W
studied) and Column th the distiset
possibility that the Agures would fall within the
Column F—Column G range.

The next columes in the table for serious
cotsideration are Column [ and K, under
“Earning Equity”. Here we have shown what
the maxsmurm ings could be for holdi
company preferred and common stocks, if a 6
return were all that would be allowed oo & rate
base similar to that which we have used as
described. In other words, if we assume that
n % return were all that State Commissions
or Courts would allow, then in Column [ can
be found our interpretation of the results of
this assumption when spplied to & mie base
derived from the valuations we devel for
use in Column F, Likewise, Coliamn rﬁ
sents the results of this assumption
applied to the valuation which we developed
for use in arriving at Colamn &,

This then is what this study should mean o
poul. Take the preferred stock of
Power & Light. In Column E is found $144.50
wlich fs our computation of the toal of the
parent company's asset equitics (applicabile to
this security III-'I the mﬁd.’nriu ':fnwm@ud_
This figure should be compared with the corre-
sponding figure in Column F, namely $971.80,
which is our computation of parent company'
nsset equities under our first method of reval
tion based on our analysis of some 120
panies. In Column & is found $351.30 which
we computed [mml ing cur more drastic
valuation best met { on our analysiy
of soese. 20 “low oost™ e
over o Column T, we see that American
& Light could earn as a maximum, under oyr
assumpeions, only $4.13 on its preferrad wtocks,
if we allowed & 6% return o0 & rate base de.
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the entire attention of
several members of our statistical stafd
mwh Cuqumly_yw';ﬂ!:l "
ate there are & great many in-
v wiich we could not give in this com-
musieation, Furthermore, in a compilation of
this size and ity, can appreciate
ﬂ;muﬂmguhwminm
our work despite our best
trary. However, we feel that any such errors
should uﬂlaubsnayﬂlﬂy vitiate the specific con-
clusions reached :
O[mumywwiﬁofppmdmﬂmﬁ:tzl?a
other important factors to be comsidered in
appraising the w:dug sitisation besides the valu-
ation question, “mﬂ}?ﬂfﬁlﬂ:'_:_ﬂ
tion, taxes, WAges, peotentiali-
ties, adeq of dmﬂ&?ﬂ-w ete.
Our awn i on utility preferred and
eommon shares is evidenced by the fact that
far months, we have not included any shares
from this group in our monthly letter tables
of stocks,
OUR INVESTMENT POLICY

For the average long term individual in-
vestor (meaning not over six months), we
.uuuuhnzﬁul‘ total investment funds

should be in gold shares, and the balance
thu&'bc in cash or in very carefully

good bomds, i is essen-
tia) or insisted upon.

However, if this program of eliminating
all common stocks gold shares has
not yet been complet we would defer
hnhmrla?u-idiﬁm until & rally, which we
expect occur over the next month,

TARLE 1
HIGH GRADE DOMESTIC CORPORATION
BOoNDE
1138
Yield Tnterest
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AT &T.debd5is, 6l or 66101 I!?'g 320 aSS5)
'A,T.lS.FT:r-. .09 i85 ok
*Ches. & 0. Je, V6. D5 100ed 365 cd63
Colum, Ry PrALtistie's5 107 1075 alsy
Canpal, Edisen deb, Jhin, 48 02y 275 8305
Genl MersAcc'tdeb, Jo46. 100 10} 265 BIBS
Fquiﬁl. st 103 109K A% a3
*Penn. g i‘l. B0 NG 425 <l
*Phila. EL Lt ref. '6To106  EOTH 330 alEw
Shell Us. Qil debd)da, 51,100 1024 3350 cl029
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Stand 0 of N.J BL1ol 108 2B elS00
SRt e i, 18 Sn
14 mantte Ba, 1B
B3 b e 1637,
£ o in N York Bese, T Ueisied
TABLE 2
GOOD GRADE BONDS
Publie Utilities
Am G & E deb 5, 08107 106 485 w204
Columida Gus deb, — 95 I 53 &I-l
Fed. L. & Tr. In2 "f 100 12 500 13
HE Pw. & Le Dot red 5s’56. 50 108 590 h1J6
h? cnh&htmﬁuﬁl--ig 14 430 plod
St EL &Gt B lﬁﬁ 455 pl4a2
No, Ind P, Serlad .81 ;ﬁ c1.88
Ohio Edison st - 98 110 g8
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Penn. PrALL Dot d3e, 1100 105 438 5239
Saguenay Pw lst'AMYe 66 1001 105 420 clBO
Industriale
Allied Stares Fl 100 S8 adT7E
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SECOND GRADE AND SPECULATIVE
INTEREST PAYING BONDS
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Clorts, Fr.lhbd;- .......... 15 100 GET 184
& L 1 BB 5N 1.8
BlLOO 7.4 ]
b2 182 163
12 boAd 133 M
-
#0\Wrocht Hargreives a
urﬁuu;:’f S ol 40 BOD 46
m M | b Pudd lawi peat,
w Vear ﬂ.ld s 20, 193F.
N
.':
;'-T.c {T" T, :v'i Py a0 a1, o,
| Yo waded
k& Na levmem
= Yo i T Taly 31, THk.
e ¥ et ** Admitted 1s irading sa N, Y. Cork

TABLE 7
COMMON STOCKS YIELDING APPROXI-
MATELY Sﬁ ar BETTER
{ Approcaation 1
Stocks Linted in Oirder af Prices

Aumer, Tobacco B T ED0 T4 an
Corn Prodects 10 488 155
United Fruit [ T A58
Srerling Products BHodAN N 505
Doma Mines . 55 450 B 4315
#of ke Shore Mines £ oabb0D 115 1405
[erl. Inc. . 51 a7S0 1470  hAAT
eIt Bl 8
Mc 1:.-r\e P""rnul Mlines d
.~ v
l:heumlw &
Elmml-HIgcrl 1 2 T8 in
Ganer: H Lm0 06 271
"I!|||:rrr|.|1I Pet. Lol 30 abl50 AM 181
.'um.-r Lq;:r ?.lrfrnqu F T 57
Porie & =305 1l «&ER
.tnrl!l ]nlmh i alfh A2 313
Crnt, Aguirre Aso. H a)38 1323 cl95
Suiherlasd Paper 21 alBd RS %
"l:m-ptrul Dil Led, i9 abl 2t A8 a5
Borden i 9 Lg2 1.0
Mational Dalry .15 130 Ro0 m
& 1Puzl1|. .eE:u '1::‘ s,
“'l'::! r-ﬁd I7l 1, :';f o Your anded Segpt. 33, 1923,
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TABLE B

Stocks Liseed In Order of Prices i
el s
R
..... Forr iﬁ
W im  im
bis Zel end
ali0 400 24D
A
s200 488 2
100 250 i.g
al.00 Jﬂ
hi6d 551 &l
i et an
B1o0 400 T6
!LIII 417 200
Al warkd | e
i d1.87
ium TR
b &0 gﬁ 138
e e A7
i 4
i :
b2 18
; B

ETOCKS FOR LONG TERM HOLDING .
(With Emphasis on Appreciation Possibilities)

STOCKS FOR MODERATE TERM HOLDING
Mlines . i T, |
®5] ake Shore Mimes. . . 52 & E 79 ed1§
i reites 8 3% Im G
P @ o
TPongla e Tad 540 bg 40 740 30
Porc'p Mimeslyd, 190 . ripig
Wil 2 5 o
B Gold Mines Lid. 128 be 08 350 .1

)
\ BHard Rk Gold Mines Lid, 121 iy
* hBankficld Cona Mines Lol 55

L
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Tabormatiin sttadend Mo el
e e e in B e

i
Janwary 17, 1938
The following securities were added to or
eliminated from our current monthly market
tables :
" TABLE 1
res
i TABLE 2
Public Utilities

Jersey Central Pr. & Lti  Ark Pr. & Lt Ist rel
at d)4a, 61 'S5

Mew York Suee El & Elu..ﬂuiPullInl
Gas Lst 4558, B0 Coell, 41, "54
mqhaﬂkhdulﬁ Tidewater Pr. Int 5o, 79

Penn. Pr. & Li 1at 4)4a, 81
Industrialy
B. F. Goodrich Iit 843,36 B. F. Goodrich deb. fa, 45

TABLE 3
B.F. Goodrich deb fh, 45 Erie rel. %2, 67 or 75
TABLE 4
Speculative Donds
Cestral ol Con-
sl 54, 3
TABLE &
Sperry Corp (The) Unfted Air Lines Trans
Carp, |
TABLE &
Mewmont Mining Corp. nulu. Alrplane Cal
I-ﬂ-lufin- Al
Ohio 0@ Co. (The)
TABLE § J

Alukes Juness
Reascos [or ellmivations er sdditions furmithed ta
clients on request.
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Memorandum for Hon. W. O. Douglas:
Thanke for yours of February

18th. I will take it up as soon as

I get back to Washington. I will call

you on Thursday or Friday.

- r.' D L] R.

W o
‘FSF.’,&M;?,;%



SECURITIES AND EXCHANGE COMMISSION
WASHINGTON

' THE CHAIRMAMN

The Honorable Marvin H. MoIntyre
The Nelson House

Poughkeepsie, New York
My dear Mao:
I wonder if you would be so kind as to hand

on to the President the emolosed memorendum. It is a
matter of some importance to us which I had intended
to take up with the President before he lef't, but the
pressure of other work prevented,

With nm;ut regards and best wishes, I am

Yours faithfully,
G
—/

William 0. Douglas
Chairman



SECURITIES AND EXCHANGE COMMISSION
WASHINGTON

CE OF THE CHAIRMAM

Pebruary 18, 1938

10 The President
FROM: Chairman William O, Douglas
RE Pederal Licensing Aot for Corporations

We feel here at the Commission that it would be desirable
to have a Federal licensing or incorporation act for corporations,

Our idea ie that such Act should be applicebls to all
corporations engaged in interstate commerce whose securities are
80 widely held and whose assets are sufficiently large as to
make them subjects of national concerm.

It would also be cur idea to require such corporations to
file with the govermment at regular intervals, periodioal reports
on their financial condition and to keep such informstion current,
In that conneotion it is also our feeling that the govermment should
be empowered to establish acoourting standards applicable to such
corporations. i

The reasons why we feel such a simple statute would be
desirable are the following:

The Securities Aot of 1933 and the Seourities Exchange Act
of 1934 are directed, in large measure, towards securing the publie



=0 e

dissemination of financial information concerning eorporations
whoee securities are bought and sold by the investing publics
Marked progress towards this end has been made under the Eecuri-
tles Exchange Act with respect to securities listed an national
socurities exchanges. Adequate information rocarding the groat
mass of securities publiely held but traded only on the over=
the-counter markets is at present largely lacking. Such infor-
mation is required only of companies which voluntarily subject
themselves to the requirements of ths Securities Act by offering
new securities to the public. Even information thus made
available is required to be kept curremt only in the case of &
limited class of large corporaticns which have rejistered an
iesue of securities under the Securities Ast since August 25, 1936,
Thie disparity between the treatment accordsd to listed
and that accorded to unlisted securities worke am unjust dig-
erimination against the naticnal securities exchanpes and against
the issuers of listed securities. It also deprives the imvestor
in the over-the-counter markets of a much neesded protection. It
has been conservetively estimated that financial and other pertinent
information with respect to some 57,000 security iscues traded in
the over-the-counter markets 18 not now required to be filed with
thie Commissicn. Furthermore, the innbility of this Commission +o
;amm adequate informetion regarding securities traded only over-
the counter greatly hampers the Commiesion in its task of ensuring



to the investing public a free and fair over-the-counter market.

A corporation licensing law of the character I have mentioned
would serve to correct the inequity presently exieting between the
exchange and the over-the-counter markets, It would aleo go far
towards restoring grester investor confidence in the capital
markets -- a matter of major concern, in my view. Furthermore, it
would provide & repository of information useful as a basis for
determining the precise extent to which the business and financial
practices of large corporations are proper subjects of further
Federal regulation.

Ag you know, Eenator ('Mahoney has sponsored for sometime
a8 bill for Federal inmrpnrnt:l.on.. Cur interest is at present :
regtricted to the few phases which I have menticned above. That
else might be included in such a bill we do not purport to say.
BEut would it be agreeable to you if the Commission or myselfl

officially sponsor§such a meesure, limited as above?

0“""&"
L



PSFiW. O9ovgle

November 14, 1938

Memorandum te: The Presidemt

From: William 0. Douglas

Ed Elcher, who is back from the wars in Iows, has just
telked with me. His personal plans are in such shape that he
could, if it still meets with your approval, start work at the
Securities and Exchange Commission immediately.

When I last disoussed with you the prospect of his appoint-
ment to this Commission to fill the vacancy caused by the resigna-
tion of John Hanes, it was, as I recall, contemplated that he come
on to this Commission the first part of Janmuary. But in view of
the fmet that he is now free from all pressing cormitments, and
that we could use him right eway, I wanted to bring the matter to
your attention in case you felt that his appointment at this time
would be wholly appropriate.

.‘Ln-..&fb-""’L*
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Nexo t0 Semator 0'Maloney i\
Fronm the President _
May 17¢h 19%

Ilﬂ-ﬂ'm; s plans on ng of testimony on the
Insurance phase of THEC o '

Mezo to Leon Henderson sttached--May 19, 1939

Also attached memo to the President--April 12, 19%
From Williem 0. Douglas
Re~Insurence Investigation

See: THEC folder-Drawer 2-1939 for the above correspondence
and other eorrespondemnce relating to the Temporary
Nat'l Eeonomie Committee.
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Suprems Court of tye Vinited Phuted 4,
rwpm% &

%,
CHAMBERS OF f 0“'4
JUSTICE WILLIAM ©. DOUOLAS @@ 9?9
fp

My dear Mr. President:

I have just received the original of a
cartoon drawn by Herbert Block and published a
month or so ago. It is entitled "The Nine Young
Men". It shows the members of this Court in a
huddle in the corridors of the Supreme Court
Bullding. One of the more spirited, whose iden-
tity is not disclosed, is saying, "Let's phone
the cabinet members and see if we can get up a
ball game."

I did not want to take this matter up
officially without first sounding you out informally
on the proposition.

Of course, all "ringera" should be ex-

cluded. I refer especially to General Watson,
Admiral McIntyre and Steve Early.

Yours faithfully,

U O hsanfl,

M s Thae ad 3 swad
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so soom tukon advantase of the old subberfuge

quoting from ablter diots of hin colleasues
school professors, sxprossed shrough

letters, sditorials in tho How Republie and

1937 spasches by a recent Horvew! Law Sehool dom,

§

Baccuse of your smmiority, I sucgest
that you hold = saminar for B{1ll, asking him
to apply the vivid rules of 1ife in place of
the musty rules of law and get him to answer
in lenguage which even tho Prosident orn under=

-




Suprems Gourt of the Wited Dintee k

Wasiington,B. €.
CHAMBENS OF 3 i
JUSTICE WILLIAM O. DOUOLAS November 15, 1939,

w dear Mr, Fresident

I have your letter of N. 1, in which you ask
for an advisory opinicn mmﬁ'ﬁ Baptists pley
pokeri™, Ihn-d-lhnrrhdulrchnrthtm;jntnt
advigory opinions and have come moross a very respectable
authority which would seem to permit it in a very limited
class of oases. The authority om whioh I rely is Mr, Justioe
Frankfurter, who, while professor of law at Harvard University,
published & casebook on Federal Jurisdiction and Procedure,
where I find, on page 72, the following,

8. Res. 1&3, Tﬁth_ m‘. lst Sess,
81 Cong. Reo, 3597 (1937).

Resolved, That the Supreme Court of the United
States is requested to adopt such smendments to
ites rules l.nxl procedure as to emable the Congress
of the United States, on & majority vote of both
Houses of the Congress, to request and receive
mmmmummmm.mm
opinions as to the constitutionality of legislation
pending before, and being considered by, the
Congress of the United hﬂul.l

'This resolution was inbroduced by Senator
Solwellenbach on March 29, 1937, fol owing the

lication of u letter from Mr, Chief Justioe

8 to Senator Wheeler who used the letter

in his opposition to President Roosevelt's pro=
posed legislation with refersnce to federal

-Juﬂnnrhmnhﬁ-lpermm-. A part
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‘&hrlm&mnn In response to
your inquiries, I have the homor to present the
following statemext with respeot to the work of

the Bupreme Court, '

I understand that it has been suggested that
with more Justices the Court could hear cases in
divisions, It is believed that such a plan would
be impracticable, A large proportion of the ongen
nhurmhpnrtmudtﬁuﬂmwlm
of the Court would be unsatisfactory,

nmtmnmmmuummm
thmhdporﬂmntﬁhhttnu'um:nq
uphimruﬁeﬁ....th-ﬂullhpmth
usurpation of judioial power--a statement in
mnﬂumnerthundnrlmmuhth
Court intends to ocondemm. In giving this advance '
notice, the Chief Justice violates every precedent
#u-nmmwmﬁmnr
opinions," MI 7 IWJMl HI-'} See the
remarks of Senator Minton, A, 1937, 81
Cong. Reo, 3763; and the letter from Solioitor
General Reed to Semstor Ashurst, post, p, 62,

Compare the opinion given by Mr, Justice
Johnson, with the a of other members of
the Court, to Presi Monroe, 1 Warren, The

me Court in United States History (24 ed,
1928) 595-596, "This, of course, was extra
official, but it ia to hat nothin

mmm“mulm.
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Suprams Conrt of e Rutlsd Sintse .mw.. < m...m
Washington B. €. o B
. %, %, 9
HAMBLRE OF ﬂw
E WILLIAM O. DOUGLAS November 10, 1939 .w

L]
80 soon, I am probably violating scme oial precedents.
For the pericd of gestation for judioial pronouncemsnts is

. at least a couple of months,

I have reservations as to your proposal to make
the contest football rather than baseball, My reservations
arise because of the awful prospects whisch that oalls up in
the mind, E.‘ for E‘.‘ that .Iﬂa' gﬂ_lﬂg baak-
field of yours., Even within the rules of the gime, the destruo-
tion to the morale and physical well-being of our team, of which
it would be capable, is quite ing., Offsetting your back-
field, of ocourse, is the "ri side of your line which would
probably be calling for time out rather ecntinuously and would
rather settle the contest in the locker room thanm om the field,
But the "left" side of your lins would more than make up for
that by covering emch side of center equally well,

80 vlewing it objectively, I have great fear of the
sonssquences to our team -- mot that it will be "lioked" but
that it will be obliterated, In sum, I fear that the contest
would settle more than the issus of judioial supremacy,

You suggest that you can give us some additional mem
of ability. You mention ome possibility. What the merits of
the charges against him may be I do not profess to kmow, But
his reputation at present in the syes of the public leaves
something to be desired. Henoce, I am not sure that he should
now be "tapped", After all, it tock baseball some little time
to live down the alleged goings-om of the old White Sox,

The Presi
The



Your intimation that you and I share the receipts
goes far towards swinging the balance the other way., That
appeals to me not because of any personal advantage involved
but because of the sheer pleasure in seeing one or two of your
linesmen sweating for once for somebody else. But even that
passing satisfaction does not still the humanitarian impulse
to keep our team from getting out of its own class,

So I wonder if it might not be better to test the
skill at poker. You can furnish the deck, thus ruling out all
marked cards - which have not been unlmown. And with some
feeling I oan say (and General Watson may be willing to confirm
it) that with me by your side you are pretty certain to win,
Yet in saying that I do not want to leave the impression that
no one on this side tops me in that ancient, wily game, We
do have a few fancy dealers and some who always seem to get the

wild eards,
Yours faithfully,

e Olhseyfl,



Suprsms Gonrt of ths Puited Dintse
: Wrshington. B. .
CHAMBTRE OF :
JUBTICE WiLLIAM O. DOUQLAR

September 19, 1979,

The hm;
The White House,

My dear Mr, President,

;
]
s

experience, the President and the Speake
eminently qualified to be the umpires.

The Cabinet's insistence that this "Nine™ waive
any judicial authority over umpires' decision is also wholly
agreeable to me., But I fear that the point omnnot be won withe
out a tussle, As you are well smware, the lssue of judisial
supremacy has s long history., To be sure, there is nothing
in the Constitutiom about it. But it osme to pass amyway,
Some, like Frank Hogan, are fearful lest we get back to the
Comstitution and away from what has been
Constitution. But that is another good reason for pressing
p::lpom. In sum, I am for the proposal, tussle or no
tu LI et

The Cabinet's insistence that in
the game no minority opinions be filed will be attacked as a
ourtailment of freedom of speech. But, as I read your
there will be no oloture during the game. Hemos, your suggestion
is wholly agreeable to me, though it will alwo be demounced as a
body blow to judicial supremacy,.



G .

That disposes of the minor phases of your
counter proposal, The major one remains; viz., who will
constitute the battery for this Nine? Your tribute to the
skill of our proposed battery doubtless is based not only
on our proposed catcher's ability to stop anything, but also
on our proposed pitcher's grest change in pace =- slow balls,
fast balls, curves, spit balls, etec., That was a tribute
genuinely deserved, Furthermore, as you have said, the
proposed battery does have a rich experience,

But I would be derelict in my responsibilities
if I did not mention one item which you referred to so
casually as to lead me to think that I should call it to your
attention for further consideration., That is the gquestion of
the age of our battery. Age brings experience; it also brings
physieal frailty. Pitching and eatching are guite strenucus,
We heve no substitutes or replacements., Suppose one -- or
even both -- of our battery gave out no@iﬂEIIlI You could,
of course, replace them. Yot some of Lhe es, but" group
will say, "ihy take the cheance? If, instead, younger men
constituted the battery, that risk would be avoided, By using
your candidates for pitcher and catcher in the outfiesld, they
could be preserved for many, many yearsl"

That will be the arpument against your proposal,
And I thought I ought to call it to your attention now, lest,
having started with a nice, friendly ball game, we be charged
with concocting (or we wnwittingly end up with) a court plan,

"

Yours faithfully,

r O gl
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%V Hovember 11, 1939

Dear Bl1ll:

As & fellow manager of two athletlo
assoclations and as my partner in splitting the
gate receipts, I begin to wonder whether your
Nine 0ld Men stlll have that dreadful inferiority
complex whioch settled upon them during the athletic
asason of 1937.

Here 18 my olub rarin' to go -- ready
last spring to stage the World Baseball Jerles
between the Adminletrative Oligarchy and the
Judielal Hierachy. At the very end of the base-
ball seascn when I had started my team
passes and kloking goals, your aggregation 1is
8till haggling over the game.

How the same sort of thing develops
agaln. My football team is cloeing an undefeated,
untied season and I have atarted them into atrict
training for lce hoekey. The ground 1s getting too
hard for football anyway because nelther your team
nor mine can atand the frost.

Ioce hockey 1es different. The enolosad
rinks are nloely heated and the artiflclal lce 1s
poft -- and anyway, I have trained my team so that
when they fall down, they skid and don't bump. Can
you say ms much for your Nine 014 Men?

That idea of reducing the contest to
poker would be all right in view of the enormous



salaries &rawn down by your people. At least you
could afford to lose.

But, I ask you, do Baptists play poker?

As ever yours,

Mr. Justice William O. Douglas,
Washington, D. C. fdr/tmb
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UNITED STATES

DEPARTMENT OF THE INTERIOR
OFFICE OF PETROLEUM COORDINATOR
FOR NATIONAL DEFENSK

WASHINGTON 4

May 19, 1942,

My dear Mr, President:
: Ewiillrmﬂth-thumtruuhdwhlku'm
Transportation of Petroleum to Eastern United Btates”, that has
been prepared by the Transportation Division of the Office of
Petroleun Coordinator. It has some more or less pretty maps that
may intrigue you. .

Binoerely yours,

Aol SRl oy

Petroleum Coordinator for War,

The President,
The White House,

Filed 1w Library
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