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THE UNDER SECRETARY OF THE TREASURY

WABSHINGTOMN

January 6, 1939 ' ¥ O

MEMORANDUM FOR THE PRESIDENT:

The attached memorandum of a telephone conversation from
the British Treasury Department will probably be of interest

to you. Secretary Morgenthau feele they are taking a strong

conetructive step.

Toles Wiian
=



TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION
DATE: January 6, 1339
To Under Secretary Hanes

FroM A. Lochhead

Yesterday evening Butterworth called from London and advieed that
he had been requested by the British Treasury te convey the following
information to Secretary Morgenthaui

(1) At % o'clock this afternoon they will announce a transfer of
gold from the Bank of Zngland to the Equalizaficn Fund, They had
originally intended to transfer 60 million pounds, but have now declded
ts tranefer all the gold ecquired by the Bank of England since they
went off the Gold Standard im 1931, They are taking all the gold in
the issue department of the Bank of England, with the exception of
126 mi1lion pounde which was in British possession after they weat off
the Gold Standerd in September 1931, This transfer will amount to
200 million pounfe at the old rate, or roughly 350,000,000 pounds at
current gold levels ($1,700,000,000). The object of the transfer ol
gnch a large smount is to make it clear beyond any doubt that the
Exchange Fund will be in possession of sufficlent resources to meet
gny cell on it.

(2) On Seturday it will be announced that the Treasury intends
increasing the fiduclary issue from the present level of 260 million
pounds o 400 million pounds and it will be added that the Government
intends to introduce legislation to amend the Currency and Bank Note
Act of 1928 when Parliament reconvenes, They will prebably revelue the
gold in the Bank of England at that time from the old statutory gold
rate to something near the present maricet level, but this will not mean
that they have established a fixed price for gesld.

As they believe there will be a great deal of comment and speculation
they have requested particularly that we make no comment oo it on thle
glde, as it might embarrass them to have various interpretations placed
on their sections before Parliament meetis.
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THE UNDER SECRETARY OF THE TREASURY %ﬂzzj “ fg’.
WASHINGTON

April 4, 1939

Uy dear Mr. President:

The Secretary has asked me to send you by pouch
the enclosures. He also has asked me to say that he
would like to communicate with you by telephone on
Wedneedny concerning these enclosures.

Falthfully yours,

The President,

Warn Springe, Ga.
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THE UNDER SECRETARY OF THE TREASURY

WASHINGTOMN

April 4, 1939

Dear Henry:

I am enclosing herewith a file oan the Bank of America matter
containing a letter of transmittal to me dated April 4th signed by
Jesse Jones, together with the following enclosures:

(1) Letter from Jesse Jones to Mr. Giannini agreeing to
underwrite the increase in ocapital of the Bank, dated February
258, 1939,

(2) Letter from William 0. Douglas to Jesse Jones.

(3) Letter from L. M. Giannini, President, to Jesse Jones.

(4) Letter of recommendation by Jesse Jones to you.

(5) Letter of recommendation by Preston Delano.

(6) Letter of recommendation by Leo Crowley. <. Rl au, t W{”
(7) Letter of recommendation by Under Secretary Hanes. Fa-«m'r{--j

I anm aleo sending a complete file as outlined above to the
Freeldent at Warm Springs by pouch this afterncon.

I trust this is the information you desire.

Sincerely,

The Honorable Henry Morgenthau, Jr.
The Clolsters
Sea Island, Georgla



RECONSTRUCTION FINANCE CORPORATION
WASHINGTON

Jessr 4 Jomes
CHAImE AN OF TR L L= )

April 4, 1929

Deer Jobnnie:

Enclosed is (1) copy of & letter I wrote to Mr. L. M.
Gianninl, Pebruary 25th, indicating the terms and conditions
upon which we would finance an increase of the capital stock of
the Bank of America N. T. & S. A.

(2) A letter from William O. Douglas, Chalrman of
the Securities and Exchange Commission, dated March Elst, stating
that the Securities and Exchange Commission saw no reason why
the RFC should not assist the stockholders of the Bank of America
N. T. & S. A. through loans that will ensble them, including
Transamerica Corporation, to finance the increase.

(z) A letter of April I from Mr. L. M. Glennini,

Presldent of the Bank, applying for a loan or loans on behalf
of the stockholders up to $25,000,000, to be used in the purchase

of preferred stock in the Bank.

You will note that they wish to repay the money at the
rate of 10% each year for 5 years, and 50% the G6th year, which
is a much shorter time than we require in the liquidetion of
preferred stock.

Sincerely yours,

Honorable John W, Hanes
Under Secretary of the Treasury
Washington, D. C.



February 25, 19%9

Dear Mr. Glannini:

Referance is made to the meeting this
morning between the Comptroller of the Currency, you
and myself.

I am authorized by our Directors to
advise you that, upon the request of the Secretary of
the Treasury and approval of the President, the RFC
will lend to the stockholders of the Bank of America
N. T. & 5. A., individually or in group, the money
necespary to enable each stockholder to subscribe for
his pro rata share of any increase in the capital stock
of your Bank that you may determine to make and that is
approved by the Comptroller of the Currency. The stock
to be preferred stock bearing 4% per annum, preferred
both in dividends and distribution. The loans will be
at 5-1/2% per annum, payable quarterly, and will mature
one-tenth each year for five years and the balance in

8lx years.

The woting rights accorded the stock will
be exercised by the RFC only if there is default in the
payment of interest or principal of the note.

Sincerely yours,

o L M, Giannini

Pragident
Bank of America N. T. & 5. k.
San Francleco, California

CC - The Comptroller of the Currency



SECURITIES AND EXCHANGE COMMISSION
hASHINGTON

/L/' March 31, 1939

The Honorable Jesse H. Jones,
Ch.llrllﬂ-n,

Reconstruction Finance Corporatlon
Washington, D. C.

Dear Mr. Jones:

In the conference yesterdsy with you, the
Comptroller of the Currency, Preston Delano, and the Under
Secretary of the Treasury, John h. Hanes, you asked me 1f,
from the viewpoint of this Commission, there would be any
objection if the Reconstruction Finance Corporatlion undertook
to furnish the Bank of Americs with additional capital,
this capital to be supplied directly by the purchase of
preferred stock of the Jank, or & loan to the stockholders
of the Bank (which would include Traunssmerica), secured by

the preferred stock.

I heve taken the matter up with the Commission

and am authorized to advise you that such a step 1s in no
way germsne to our oroceeding agalnst and investigetion of
Transsmerica Corporation and that therefore from our point of
view there is no reason of policy which we would advance

against 1t.

Our proceeding and our investigations are
based wholly and entirely on the statuteg which we administer.
Any such step as you propose, therefore, has no bearing
whatsoever on the matters under our jurisdiction.

Yours faithfully,
(84gned) T™m. O. Couglas

Filliam O. Douglas,
Cheirman.



COPFPYX

Honoreble Jesse H. Jones
Reconstruction Finance Corporation
Washington, D. C.

Dear Chairman Jones:

At the March 1. meeting of the directors of our bank a committee was appointed
to consider increasing our capital, and upon my return to San Francisco the committee
will make its recommendation to the Board.

It is my purpose to suggest that we increase our capital funds $25,000,000, This
will bring our ratio of capital funds to deposits to approximately 1 to 10 by June 30,
and will be done through offering subscription rights to stockholders.

You have advised me that upon request of the Secretary of the Treasury and approval
of the President you would lend our etockholders, individually or in group, the money
pecessary to finance the increase, and the terms upon which the loan or loans would be

madea.

In all probability the stockholders will authorize the issuance of preferred stock
to bear a dividend rate equal to 4% per anmm on the subscription price of the stock.

In view of our several conversations I will recommend to the directors of Trans-
america Corporation that any dividend received on the new stock subscription by, or on
behalf of, Transamerica Corporation in excess of interest to the RFC be remitted to the

bank.

Our earnings are such that it will be easy for us to retire the preferred stock
within a much shorter time than your usual terms and we will want the privilege of re-
tiring it as repidly as earnings are available for this purpose.

You may treat t.lﬂ.tum-ppliutimmh-h-lfufmn-amkhﬂdmfarllmw
loans up to $25,000,000, the loan or loans to be on substantially the terms and condi-
tions outlined in your letter to me of February 25, 1939. Upon receipt of advice that
this application is approved, our directors will, I am sure, take definite actiomn to

put the plan in operation.
8incerely yours,

L. M. Giannini (Signed)
* L. M. Glamnini,
Bank of Americs, N. T. & 5. A.

.»,-:1-‘":-“‘ %



REGCONSTRUGTION FINANGE CORPORNTION
WASHINGTON

Jrsse H o Jowea
CHAIMMAN OF THE BOARND

April 4, 1928

Dear Mr. Secretary:

I am asuthorized by our Board to
recommend that we lend all or any part of §25,000,000
on the preferred stock of the Bank of America National
Trust and Savings Associatlion, California, to enable
the Bank to increase its capital funds by this amount.

Our usual formel recommendation,
with details, will be sent to you in due course.

Sincerely yours

Chud

The Honorable Henry Morgenthsu, Jr.
Secretary of the Treasury
Pashington, D. C.



TREASURY DEPARTMENT
COMPTROLLER OF THE CURRENCY
WASHINGTON

ADDRLES REPLY TO
“COMETROLLER OF THE CURREMCY ™

April 4, 1939

My dear Mr. Secretary:

Refarance is made to the attached copy of a letter
dated Felrunry 25, 1939 from Chairman Jones of the Reconstruc-
tion Finance Corporation to Mr. L. M. Glannini, President of
the Bank of Americe Mational Trust and Savings Association, and
further to a letter dated April 3, 1939 from Mr. Glannini to Mr.
Jonas. This correspondence outlines a procedurs to be followod
in increasing the capital stock and surplus account of the Bank
of America.

The Reconstruction Finance Corporaticn 1s expected
to underwrite an issue of new Class A stock which is preferred
both as to dividends and asset position. The Reconstruction
Finance Corporation further agrees to make loans to the bank
stockholders on the security of the new stock provided such
stockholdars prefer to so finance their subscriptiona. The
pew stock will carry a dividend rate of 4%, and the Recon-
gtruction Finance Corporation will make its advancea to
stockholders at 3 1728, Should the Transamerica Corporn-

tm,tmumlhmmmwﬂthlm&qfthm
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of America elect to borrow from the Reconstruction Finance
Corporation to finance its subscription, it is proposed that
the amount represented by the differential in rate between the
dividend paid by the new bank stock and the charge made by the
Reconstructlon Finance Corporation for such financing, will be
remitted by the Transamerica Corporation to the issuing bank,

Precadent exists for the handling of this matter as
proposed by Mr. Giannini, and it has the approval of the Re-
construction Finance Corporation, subject to the formal
request of the Secretary of the Treasury. I recommend that
tha Secretary of the Treasury request the Reconstruction
Finance Corporation to finance this new isaue upon the terms
proposed.

It will be recalled that in December of 1938 there
were held a series of conferences in the Comptroller's office,
participated in by Under Secretary of the Treasury Hanes, the
Comptroller of the Currency and his staff, Chairman Jones of
the Reconstruction Finance Corporation, Chairman Crowley of
the Federal Deposit Insurance Corporation and representatives
of the Bank of America Natlonal Trust and Savings Association.

As a result of these conferences Mr. L. M. Giannini
despatched a memorandum to the Comptroller of the Currency
ocutlining in conslderable detail certain steps which the bank

management proposed to take to meet some of the criticisms
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which had been directed in previous examinations by the Office

ot the Comptroller against the conduct of the bank. The
Comptroller's office, through its examination procedure, is in
constant touch with the management of the Bank of America looking
toward the carrying out of the correctlve program outlined in Mr.
Giannini's memorandum. One of the important provisions of the
memorondum in question was an undertaking by the benk's manage-
ment to maintain a ratio of 1 to 10 between the sound capital
structure of the bank and its total deposits. The present
request of Mr. Glannini to the Reconstruction Finance Corporation
for financing additional capital is a necessary step toward the
eftecting and maintenance of such a ratlo. It is my opinion
that because of the asset condition of the Bank of America the
gecuring of these additional funds is a very important and
necessary part of our program for the improvement of the

capital position of the bank.

Very sincerely yours,

Pu.r ¥, a3 &SP

Preaton Delano
Comptroller

The Honorable,
The Secretary of the Treasury.



w THE UNDER SECRETARY OF THE TREASURY
- WASHINGTON

Dear ¥r. Secretary:

As you know, I have been following very closely the negotiations
between the Comptroller's Office and the officials of the Bank of
America which have been going on now for several months. Tt has been
our desire that the Pank of America increase its capital to a point
where the institution would have z net sound capital ratio of $1 of
capital to each $10 of deposits, Mr. L. M. Clanninil agreed that he
would recommend to his directors that the Bank increase its capital by
June 30, 1939, by an amount sufficient to bring the ratio to the 1 - 10
basis provided he could be assured of a method of obtaining such capital
funds. In order to get him to agree to raise the additional amount of
capital required, Jesse Jones had to agree to underwrite such offering
to hies stockholders. This was done by Jesse Jones in his letter to
Mr. Giannini dated February 25th, 1919, copy of which is enclosed.

Mr. Giannini is now ready to make of fearing to his stockholders of subd-
scription to additlional capital funds under the terms and conditions
laid down in his letter to Jesse Jones dated April 14, copy of which is
aleso enclosed.

In order for the Reconstruction Finance Corporation to go through
with its contract it will be necessary for you, as Secretary of the
Treasury, to sign a letter requesting the Reconstruction Flnance Corpora-
tion to supply funds for this purpose. I am rlad to joln with Praston
Delans, Leo Crowley, and Jesse Jones in recommending to you that you sign
such a requeat to the Reconstruction Finance Corporation, based upon the
informatisn contalned in the enclosures herew!th,

Faithfully yours,

The Hanarable

The Secretary of the Treasury.
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BUREAU OF THE BUDGET v
WASHINGTON

My dear Mr., President:

In accordance with our understanding that I be relieved on
April 1L4ith of my duties as Acting Director of the Bureau of the
Budget, I hereby tender my resignation as of the close of business
on that date. I have enjoyed my many conferences with you and need-
less to say I am going to miss them in the future. I am grateful
for the opportunity you nave given me to gein this additional ex-
perience in my Government career. It should be of materisl value in
my future work.

As I leave the Budget Bureau, I should like to report to you
on the activities of the past four and a half years and on some of
the tasks which remain to be done. During the past four and one-half
years in the Bureau, I have had full cooperation of administrative
officials of all the departments and agencies, including your Cabinet,
and also of the members of the Committees in Congress with which the
Bureau has come in contact, particularly the members of the Appropria-
tion Committees. I consider it extremely important that this coopera-
tion continue. An even closer relationship with the Appropriation
Committees would be, I think, mutually beneficial. To this end it may
be possitle to coordinate our efforts more closely by permitting the
staff representatives of the Appropriation Committees to attend the
hearings held before the Pudget Bureau on the annual estimates of
appropriations, and by allowing the members of the Budget steff to
attend the hearings on the appropriation estimates held before the
Appropriation Committees, but without, however, permitting in either
case any participation in such hearings. This would provide the Com-—
mittees, through their staff representatives, with a background of in-
formation for their use in determining the amounts to be included in
the aporopriation bills, and would likewlse furnish the Bureau with
information as to the attitude of the Committees and Committee members
on various phases of the estimates of appropriation which could be
used by the Burecau as a guide in its consideration of subsequent esti-
mates.

. One who is familiar with the development of our Budget system
cannot fail to realize the necessity for an adequately staffed organi-
zation to deal with the problems presented in controlling govermmental
expenditures. In the past the Budget Pureau has confined its activities
largely to the consideration of appropriation estimates. This was in
part due to the fact that the investigation of procedures and management

=
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was conducted by the Pureau of Effieciency. Obwviously there was no
justification for duplicating the functions of that agency.

The expansion of povernmental functions into new fields and
the increase in the work of the long established departments and
apencies imoosed additional duties upon the already overturdened staff
of the Buresn of the Budget. It had been evident for some time that
the only answer to the problem was a reorganization and expansion
both of staff and functions., Thus, about a year ago I submitted to
you & tentative plan of reorganization of the Bureau which would pro-
vide for an increase in the staff in order to give more detalled con-
sideration to the estimates of appropriation, to advise the departments
with respect to proposed and pending legislation, to undertake studies
of procedure and manzgement, to make investigations looking to the
glimination of overlapping and duplicating functiocns within the Govern-
ment, and toimirove Federal fiscal reporting. Estimates giving effect
to this plan were submitted to Congress, and the Committees on Appropria-
tions indicated their interest in the development of such a staff by :
providing the funds requested.

The form of organization adopted recognizes the positions of
Director and Assistant DHrector as policy determining positions which
will change with the Administration, and establishes at the top of the
civil service structure of the Buream four high grade positions, the
occupants of which would be permanent career employess. It has been
perfectly apparent to me, as it must be to any one who stops to consider
the duties in this Buresu, that it takes years of governmental experience
to develop a staff thoroughly equipped to perform the Budget functions.
For this reason the selection of the additional personnel has proceeded
rather slowly. A high standard has been set and I believe has been met
in the men who have thus far been added to the staff.

The organization which is being developed divides the work of
the Budget PBuresu into four major groups dealing: first, with the depart-
mental estimates of appropriations; second, with consideration of and
advice to the departments regarding proposed and pending legislation and
with the review of Executive crders; third, with the compilation of the
Budget document and the various financial and statistical tables incident
thereto and with programs for the improvement of fiscal procedures; and
fourth, with studies and investigations of operating me thods and manage-
ment standards.

The expansion of the force dealing with the consideration of
appropristion estimates will give a greater opportunity for investiga-
tion of departmental needs both in Washington and 'in the field. In
order that you may have an indication of the wvalue of the work which
has been done and of the scope of the opportunity for future service in
connection with the estimates of appropriations, there is set forth
below & table showing the departmental estimates, the Budget allowances,
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and the resulting Budget decreases, for the fiscal years 1936 to 1940,
inclusive:

Year Departmental Budget Decrease by
__Estimate Estimate fudget. Bureau
1936 §12,474,095,352.31 $12,031,351,955.94 § 442,743,396.37
1937 9,796,661,980.65 8,608,910,975.35 1,097,751,005.30
1938 9,737,373,052.25 8,962,433,173.99 774,939,878.26
1939 10,972,251,466.00 10,067 ,654,756429 904,596,709.71
1940 10,974, 771,166.,00 10,276,311,483.23 698,459,682.77

If consideration is given to the fact that the estimates include
items of fixed character with respect to which no discretion is involved,
such as interest on the public debt, statutory debt retirement, and con-
tritmtions to retirement funds and to the old-age reserve account, the
reductions which have been made are much higher in percentsge than is
apparent from the table. In effecting these reductions the Budget ias
guided sclely by the principle that a sufficient amount, but no more than
a sufficient amount, should be provided to enable each agency to carry
out in an efficient manner the functions imposed upon it by law. To
reduce estimates under this standard requires careful and painstaking
analysis by trained personnel of long experlience.

One important phase of budgetary work which has not been empha-
sized sufficiently, is the control of appropriation expenditures through
the medium of the spportionment system, namely, the apportioning, after
setting up reserves, of the amount that may be obligated during each
month or other portion of the fiscal year. One of the purposes served
by the establishment of reserves is to provide for emerpenciss and thus
avoid to the greatest extent possible the necessity for the submission of
supplemental and deficiency estimstes. I think that the reserve system
has operated successfully not only in materially reducing the number of
requests for inclusion of appropriations in deficiency bills, but alsc
in producing substantlial savings. The following teble shows the reserves
established during the fiscal years 1936 to 1939 inclusive, the amounts
released from such reserves during those fiscel years, and the amount
of those reserves which was retained and saved:

Amount released Amount retained

Amount during fiscal at end of fiscal
foar feserved year year
1936 $223,965,150 $138,137,398 § 85,827,752
1937 234,165,361 68,114,767 166,050,594
1938 472,200,268 227,666,506 244,,533,762

1939 as of Mar.
31, 1939 303,218,236 113,827,253 189,390,983
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One problem, the solution of which seems to me to be of primery
importance, and in which the cooperation of the Appropriations Come
mittees of Congress will be necessary, is that of improving the textual
character of the appropriations. At present there is a regrettable lack
of uniformity in the texts of the different appropriations. A forward
step in the direction of consolidating small appropriations and simplify-
ing appropriation texts could be taken, 1 believe, by having members of
the staff of the Appromriations Comittees, of the Treasury Department,

of the General Accounting Office, end of the Burean of the Pudget, under-
take joint studies during the time when Congress is not in session, for
the purpose of preparing for its consideration an appropriation structure
that would represent a much greater degree of uniformity and equality as
between the different departments, establishments, and agencies.

The staff engaged in the coordination of leglslation has been ex-
panded with a twofold purpose: first, to centralize and thus secure
greater uniformity in the handling of departmental reports on proposed
or pending legislation, and second, to relieve that portion of the staff
engaged in consideration of depar tmental estimates from much of the detail
work they have heretofore performed with respect to legislation. This
should enable these members of the staff to devote more time and effort
to an analysis and evaluation of the departmental need for the funds
requested. It should also develop a more highly trained coordinatien
group, and one that would be better equipped to assist the departments,
and in particular the smaller agencies, in preparing legislative pro-
posals and Executive orders.

The duties of the Fiscal Division have been expanded to provide
for a study of possitle improvements in fiscal procedures. Frevious
efforts have been confined to improvement of the fiscal tables and state-
ments relating to receipts and expenditures presented in the Budget. In
the past few years there has been material improvement along this line,
particularly in making the Budget statements more readily understandable
to the putlic. One of the principal changes was the setting up of
annexed budgets for those agencies which were operated in part from
general revenues and in part from proceeds of borrowings.

There also has been inaugurated the poliey of preparing a sum-
mation of the Budget for publication after Congress has acted on all
financizl needs for the fiscal year. This summation presents revisions
of revenus estimates to reflect changes in economic conditions or in tax
laws since the presentation of the Budget as well as revised estimates of
expenditures based on the action taken by Congress on the estimates pro-
posed in the Budget. Thus it supplies the latest of ficial estimate of
Government receipts and expenditures.

There remain many possible ways of improving the Government's
fispal administration. The question of a more adequate classification
of governmental expenditures has increased in importance because of the
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meny new fields into which the Government has entered. The present
objective classification should be studied and revised. The possi-
bilities of a functional classification should also be studied.
Recently, there has been much discussion of the question of dividing
governmental expenditures into two classes; those which reflect the
everyday operations of government and those which represent capital
expenditures or investments. In this connection I should like to
sugpest that there be the closest cooperation between the three fiscal
branches of the Oovernment service, namely, the Treasury, the Ceneral
Accounting Office, snd the Bureau of the Budget. In order to obtain the
full benefits of such cooperation a liaison officer should be appointed
by each agency to work on problems common to the three agencies.

I feel that the present is an opportune time for the Bureau to
inaugurate, through its newly created Division of ‘nvestigation studies
and investigations of operating methods and standards for the Covernment
departments and agencies. The reorganization powers recently vested in
the President will permit the putting into effect of practicable recommenda-
tions for the elimination of overlapping and dupliceting activities, for
a more logieal and intelligent realismment of governmental functions, and
for the installation of procedures designed to develop economy and effi-
ciency in governmental operations. In this field there will be a constant
opportunity for improvement of our povernmentsl machinery. The persormel
of this division will be continually confronted with new problers, since
the Federal functions are never static. There will be a constant need
for the review of functions in order to maintain efficiency in Covern-
ments

I an hapoy to have served with you in the capacity of head of
the Pudret Purean during the past four and one-halfl years. I shall
always remember it with pride. I am slso happy to advise you that
my successor will take charge of en organization composed of efficlent,
industrious, and cooperative employees.

If at any time in the future I can be of assistance to you, please
do not hesitate to command my services.

Faithfully yours,

A %l

Aoting Director of the
Bureau of the Budget.

The President,
The White House.



THE WHITE HOUSE
WASHINGTON

May 1, 1838.
MEMORANDUM FOR
H. M., JR.

I received your letter of April 27,
1939, advising me that you are reversing
your position in re d to the oon-
solidation of m:n-rn igative or p-ul:u
agencies in Trll-ﬂﬂ Depar tmen
into a single organisation.

The diffioculty with this 18 two~
fold.

First of all, the reversal of your
recommendation oomes at a moment when

gecond, this whole administrative
Hoo-lnﬁ-liiun has been given to the
newspapers, thus placing me in a position
of great embarrassment.

r- n. n‘-
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THE SECRETARY OF THE TREASURY ///}'P 7

WASHINGTON

The President,
The White House.
Dear Mr, President:

A year ago I recommended to you that all investigative
or police agencies in the Treasury Department be consolidated
into a single organization of Treasury Agents.

I have now come to & different opinion and desire to
withdraw my recommendation. This reversal of my position is
due entirely to my observation of events in Europe,where nation-
wide police and spy organizations are the chief instruments
through which the most hateful tyranny and oppression are main-
tained. I think we ought to avoid by all possible means the
danger of duplicating amything like those conditions in this
country, Therefore, I am opposed to Federal police consolida-
tion even within one department.

To this T should add that the degree of consultation and
coordination which we have been able to establish under present
law between the investigative agencies of the Treasury Department
is, in my opinion, proving adequate to eliminate overlapping of
effort and to produce coordinated action when that is necessary.
I don't think further consolidation would produce any such gains
in efficiency as would warrant the risk of future tyranmy.



TREASURY DEPARTMENT

¥

WASHINGTON 4 \< T

June 3, 1939,

My dear Mr, President:

I thank you most sincerely for nominating me
to be Assistant Becretary of the Treasury, More than
the nomination itself I value the confidence in me
which it evidences.

It has been a great privilege and a zreat honor
to work under your leadership for more than eight years.
I did not covet a new honor but I am happy that you
thought me fit for it.

Faithfully yours,

The President,

The White House,



June 23, 1939

Memorandum for the Fresident
From Leon Henderson

Henderson's slent on

Subject--Henes report to Morgenthau-June 13, 1939 on Tax Bill.
Attmched is the memo to the President from Morgenthau
end the report from Hanesa,

See:Leon Henderson's folder-Drawer 2-1939



|[THE SECRETARY OF THE TREASURY
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) July 14, 1939

WASHINGTON

My dear Mr. President:

I am sending you herewith
a4 memorandum I have received
concerning testimony on the Hill
today on the nalf-liquidating Dro-
gram.

S8incerely yours,

My

The Fresident,

The White House.



r TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION

pate July 14, 1939

TO Secretary Morgentheu /r—ﬂ
FROM E. H. Foley, Jr, : N "V%'M
——— ._______ﬁ
Yor your information -

_Re: Testimony of Jesse Jones
Kades reports that Jesse Jones' testimony before the Semate Banking

Committee this morning hurt the bill materially snd it is now definitely in
trouble. While Jones stated he was in sympathy with the general objectives L
of the bill, it was obvious from his manner and intonstion thet he was L
eriticel of many of ite features. While the record will not disclose hostile
statements on Mr. Jonee' part, nevertheless his attitude toward the bill

was deprecatory.

For instence, Jonee said thet he did not understend the interest
formule. When Semator Barkley explained it with grest clarity he still per-
sisted in his inability to understand it. He also said that RFC hed an
additiopal borrowing margin of more then a billion dollers end it eould not
use 21l the money that would be made available to it by the bill. In additiom,
Jones pointed out two or three times that he had power under the Glass-Steagall
bill to meke loems to municipalities, implying that the PEA and toll road end
bridge provisions of the legislation are unnecessary.

Reclemation Commissioner Page asked for $85,000,000.00 for his
projests. BSenators 0'Mahoney end Worth Clark appeared as supporting witnesses,
Page created a favorable imprecsion, end undoubtedly the Committee will emend
the bill to meke the smount requested available for Reclameticm.



Senator Wagner scheduled the next hearing of his committee for
10:50 A. M. on Tuesday. He announced that you would appear at that time.
Senator Barkley told Senator Wagner he was willing to proceed with the
hearings tomorrow, but Senator Wagner replied that he was tired and wanted
to put the hearings over until next Tuesday. Pelley and Eastman will also
testify on Tuesday.

In the House, elthough Mr. Carmody put in appearance, Represen—
tative Steagall did not hear him., Instead, the House Committee held an
executive session on the USHA amendments., Incidentally, I noticed thet
Congressman Steagall took Congressman Willisms of Missouri, ome of his
committee members who has been opposed to Straus' legislation, to the White
House yesterday. This looks as though the housing bill may be reported
favorably shead of the lending bill.

boe-ZK,



Memo to President

Prom Morgenthau

July 19, 1839

Encloses memo from m BelXkin regard to letter
from Mr. S.H.White of London who wrote to Ickeas

making a suggestion on British War debt.

See Henry Morgenthau folder-Drawer 1l--1939



WASHINGTON s

August 4, 1939

MEMORANTUM TO THE FRESIDENT:

Title 50, sec. 191 of the U. 8. Code provides in
part that, whenever the President by proclamatiemn or executive
order declares & National emergency to exist by reasom of
actual or threatened war, or disturbance or threatened dis-
turbance of the international relatioms of the United States,
the Secretary of the Treasury msy take, by and with the com-
sent of the Presidemt, full possession and control of any
vessel, foreign or domestic, in the territorial waters of
the United States to secure the observance of the rights and
obligations of the United States.

A proclametion to accemplish this objective has
been prepared and is in the Treasury safe.

A draft of telegram to Treesury enforcement agents
has been prepared and is in the Treasury safe, directing them
to detain, intercept if under way, and turn over to loecal
collectors of customs possession of the vessels of the bel-
ligerent powers in territorial waters pemding further in-

structiona.
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of our naval Mmmdm“, and when
I see you will have information.

As ever yours,

Honorable Bernard M. Baruch,
697 Madieon Avenus,

New York City,

New York.,

P. Incldentally, your memorandum sounds like
o m*-dnﬂ-nt of my Chiocago "wyuarantine



BERNARD M. BARUCH
BES7 MADISON AVENUE
NEW YORK

July 31, 1939.

The President,

The White House,
Washington, D.C.
Dear Mr. President:

Enclosed 1s & memorandum on & subject
about which we have talked before. You are
familiar with most of 1t, but I thought I would
refresh your memory on some of the things we
discussed, as the time seems to be ripening
for exact knowledge and perhaps swift actlon.

Unless you want me sooner, I shall
descend upon you some time when you go to Hyde
Fark.

With sll good wishes,

S8incerely yours,




With vhe exception of the United States every
important country has been marshaling its forces for war
or conguest. The effect of this upon us has become more
apparent every day by foreing us to take measures to hold
our positicn or to protect our interssts. The structure
of the totalitarian states, if not upheld, has certainly
been strengthenad by the United States through its pur-
chases of gold. Upon this gold price is based the price
of everything in the world. Why should not the United
States take the position that 1t will buy gold only from
those nations with whom we have fair, cooperative relatlions?

Japan, Italy, and Germany are actively engaged in
unfealr economic motivities affecting our trade and commerce.
Upon some of these we nave already had to take some action.
If the United States should refuse to buy Japanese gold, the
Japanese economy would be seriously affected. If this
position were taken with Germany and Italy, the same would
be true of those countries. In case such a course
should be followed with Japan, the United States should
not purohase gold from any country that buys gold from the
Japansse. Such esotion would have a tendeney to hurt the
economy of those countries which are doing all they can to
bresk down our position. It 1s also true that it would



have & serious effect upon the economy of Russie if she
were not eared for. It would stop a Nazi-Russian
economic deal.

This may be looked upon &s a step towards war,
but what have we now but war with every nation, even our
own, feverlshly preparing for defense or offense and
ralsing all kinds of economic barriera? Wars are fought
on three fronts-- on the battle front, on the home front,
and on the neutral front.

Another thing that ought to be done immediately
is to find out our exmct nmaval and military position. We
should have a conspectus of our activities, showing what
has been ordered and when deliveries will teke place.

Alsc & careful survey should be mede g8 to whether we have
a well-rounded program.

We should have more information than I believe
exlsts today about conditions in other countries. What
is the position of England and France regarding their
armamente and their stored reserves? Also the position
of Germany end Italy end Japan? Cur Chief of Staff was
cnce esked whether Germany could be surrounded economically
and destroyed, and he sald, "No." A guestion like that
to the Chlef of Staff would be like asking me how many
divisions 1t would take to conguer some nation. I would



not lnow the answer to the military problem, and I do
not feel that he would lmow the answer to the eccnomio
problem.

S8tudies should be made now s0 that actlive
steps can be taken when necessary. Economlc action
now, although 1t might involve some losses, would
probably result in saving much more treasure ln the end,
and infinitely more in blood and in Injury and suffering

to our soldiers, sallors, and civillans.



THE WHITE HOUSE
WASHINGTON

Hyde Park, N. Y.,
hugust 11, 19%.

MEMORANDUM FOR
ACTING SECRETARY OF THE TREASURY HAMES

What do you think of making Mr.
Heath Collector of Customs mt Norfolk?
He is recommended by Covermor Prioe.

What do you think of making Mr.
Allyn Jones of Newport News Collsctor
of Internal Rovemue at Aichmond?
Governor Price and Mr, R. Walton Moore

reconmsend him.

F. D. Ra
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THE SECRETARY OF THE TREASURY 7
WARBHINGTOMN

August 11, 1939
VELORANDIY T0 THE PHRESIDENT

This is in response to your memorandum of fumst 5, requesting
an evaluation of a proposal to cesse vurchases of zold from Japan,

1, The Japanese industrial organization and military establish=
ment can be maintained only with the continued importetion of nscessary
raw materials. Japan importe the bulk of ite petrolewm, meals, ma-
chine tools, lumber, cotton, fertilizers and a large number of vehicles
and airplanes.

To purchase these cormodities in foreign gountries, a continuous
{flow of foreign exchenge is needed.

2, Salss of gold to the United States are a current source of
foreiszn exchanze to Japan., However, Japan acquires a larger amount
of foreisn exchange from other sources, particularly frem her commodity
exports.

Tn 1932 Japan sold sbroad $430 million of cormodities of which
2120 million was sold in the Tnited States. She acquired $185 million
from the proceeds of the sale of gold, all of which was sold to the
United States; 340 million from the liguidation of dollar depcsite in
the Tnited States; and 546 million from credit extended to the Yokohama
Specie Pank by New York hanks on &n overdraft. (It was reported that
this overdraft had full collateral in United ‘tates Covernment honds, )
In additien the Japanese may have been liguidating foreign securities
which were owned hy the Japenese Covermment or br Japanere individueals
and institutions.

Japen has already sold two-thirds of the gold stock which she
hed acowmlated prior to the outbresk of hostilities in China. From
Vareh 1937 through July 1939, Japan sold 513 million of cold to the
United “tates and $4 million to England, It has been estimated that
Japan has about %150 million in pold stocks left, Che produces about
560 million per year.

3, The refusal by the Inited States to buy Japanese gold could
not prevent Japan from selling her gold in other markets. (Cur refusal
to purchase gold from Ruseia during the period 1920 to 1934 did not
prevent Ruseia from obtaining the world price for its gold.)
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The proposal that the United States make effective its refusal
to buy Japanese pold by refusing to purchase gold from any country
which does buy Japenese gold is not administratively feasible for
the following remsons: (a) It is difficult to trace gold, the identity
of which can readily be changed; (b) gold is purchased and sold through-
out the world by individuale as well as by govermmentse; (c¢) foreign
governments, particularly England, would probably not cooperate in a
program involving the sterilization of Japmnese gold because it would
upset their traditional free gold market. When Fnsland imposed sanc-
tions and clearing arrangements arainet Ttaly in the Ethiopian crisis
the London gold market remained free for the sale of Ttalian gold, The
e panses of shipping would be greater to Japan but the additional ex-
pences invelved would ke relatively trivial.

4. Unless this country were prepared to reduce the price of rold
in terms of the dellar, this country, actine alone, could not appre-
ciably reduce the amount of dollar exchanse Japan would receive for
ite pold, It 4= assumed that we would not take any action at this time
that would sppreciste the value ofthe dollar in terme of the werld's
currenciss.

5« The value of gold as a medium for the settlement of interna-
tional halances would bhe affected adversely. Since the United States
now holds almost 60 percent of the world's pold this matter is of preat

importance to us.

6, The asmounts of =zold =old bty Germany and Italy are not substan-
tial in comparison with the amount of foreign exchanpe these countries
acquire through exportes and the liguidation of foreign assets., Oermany
reported sales of 535 million in gold in 1938, in comparison with sales
of commodities of more than §2 billion. Italy reports to have sold less
than §1 million in gold in 1932,

Russia sold £114 million of gold in 1938 but &ll of this gold was
sold on the London market and if it came to the United Stotes, came in-
directly as Pritish pold.

7. 1 cannot foresee any direct effect this proposal might have
upon Geyman-Ruseisn economic relations,

2. The ohjective sought in the proposal, i.e., that of weakening
Japan, can be achleved more effectively and with fewer disadvantages
to the United States by imposing restrictions on the commodity trade

o ——
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of Japan, either hy the iinited States acting alone or acting in
cooperation with other rajor countries. Some suggested pronosals
of this nature are as follows:

flemove Japan from the list of countries obtaining
the benafit of the Trads tgrearent tariff concessions
a8 provided in Section 350 of the Tariff Act,

Imposition of new and additinnal duties on Japanese
importe to the United States under Section 338 of the
Tardff Aet of 1930,

Administrative embargo on the export of amme and
amminition to Japan,

‘dministrative embargo on the export to Japan of
materiale used in the conduect of war,

Congrersional acticn to embarge the shipment of war
materiale and supplies to Japan,

Acting Secretary
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THE UNDER SECRETARY OF THE TREASURY

WASBHINGTON

August 24, 1939

VEMORANDUM FOR TEE PRESIDENT

ttached hersto 18 a mesepge from Loadon recelved by
Ag you will note, the

ue this afternocn at four o'clock,
drein upon tha gold resources of Ensland has been procesding

kn YTak
A= e

at an alarming raete and the British have decided
aterling depreciate beginning tomorrow. Therefore, the
British equalization Tund will not be in the market and

sterling will ir a1l likelihood be very weak.

5F
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TREASURY DEPARTMENT

WASHINGTON

August 25, 1939

MEMORANDUM FOR THE PRESIDENT:
From A, Lochhead,

The Italian Iirs and the German mark are controlled
currencies and are not dealt in freely in elther this or the
European markets, For sometime past the Italian Lire has
been maintained nominally at ,0526 1/U and the German mark
at about 4015, We cannot find that there were mny dealings

in either Italian Lira or German marks in this market today.

T por-tuseo



MA GRAY
London
Dated August 24, 1939
Reeld
Seorctary of State
Washington

RUSH

1257, August 24, 7 pens

FOR THE ACTING SECRETARY OF THE TREASURY FROM BUTTERWORTH

SW FOR IMMEDIATE DELIVERY.

8ip Frederick Phillips sent for me thla afternoon.
He said that the mounting European crisis was producing an
increasing drain on their gold resources and the rate of
increase was very alarming, Last week they had lost thirty
million pounds (sterling) and in the firat three days of this
week thirty five (#) pounds (sterling). They had been
hanging on "from day to day" and after raising the bank rate
this morning they had reluctantly come to the conclusion that
they must adopt one of two courses to conserve thelr gold
resources; Eilther put on ExchangE pontrol or let sterling
depreciate, They had decided not to adopt the former course
ﬁrincipally because if the erisis should pass many months would
gEnsuE or perhaps as long as a year before they could remove
the controls but if they let sterling depreclate, 1f the
political crisis should pass they were oonvinced aterling

would



MA =2= tgl 1237, August 24, 7 peme from Lendon

would rapldly rebound to near the current level, Philipps
went on to say that their best information was that foreign
balances were not far off the 1931 level and that they
would use Every sultable means to hinder speculation by making
sterling difficult to get, He added that the usual order
had been given to New York to carry on to the close of the
American market but that when London opened tomorrow the
British fund would stay out of the market and let sterling find
its own 1levele I asked him whether he and his assoclates werg
fully convinced that a depreciation of sterling at the present
time would hinder rather than foster the exodus and he sald
that glven the fact that the crisis might be prolonged and
the pace at which the gold losses was increasing they felt
it was the only thing that they could dos I pressed him about
the Prime Minister's atatement in the House of Commons this
aftern-on which I am sending separntely and after some
questioning he stated that Chamberlaints statement was the
first step towards inducing British firms with abnormally large
balances to repatriate themy I asked him to what level he
expeobed sterling to deprecinte and how long the British fund
proposed to stay out of the market, He sald that they would
stay out until sterling found a new 1level which would gertainly
take a day or two and thot it was diffioult to prejudge whot
ratg 1t would be since political events were moving so fast,
but he implied that hg did not expect the depreciation to

be drastlcs



MA =3=- tel 1237, A ugust 24, 7 p.ms from London

be drastic, I asked Phillips what wns his estimate of the
amount of British capltal that was seeking refuge atroad and he
gald that the British monetary authorities were convinced that
even in recent days 9/10 of the exodus represented foreign
funds .

Phillips alsc added that in the event of war the BEritish
Treasury proposed to adhere to the plans which I sent to
Mr Morgenthau somg months ago,

Phillips emphasized the confidentlal character of this
message and the fact that he was sorry that such short
notice was being glven but they had been hanging on from day
to day and the decision had only Just been madee HE asked
that this be kept strictly confidentlal and added that the
French were not belng told until 8 otclock tonight te minimize

chances of leaka,

KENNEDY
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THE WHITE HOUSE
WASHINGTOMN

August 25, 1939,

Denr e - %j- fetg

I have reason /b&llwu that there ls &
poseibility that wWee merchant ships balnnglng to

Fff:?jﬁ“ _m.:_a :1:}”‘.1 may hfﬁ., annlﬂd. in

tnr are na ammnh d'apaﬂ:ria of. b:.rtrl.g muu.nt‘?
e nigh .u;r Ralfseln ey Tt @ /‘/
question of American responelbllity for giving
clearsnce pepers to such ships unless thils govern-—
ment 1s wholly certaln that such armaments are not
being carried.

¥You will, therefore, withhold clearance
papere from all ships suspected of oarrylng armaments
until a complete gearch has been made and you are

satisfied that no armaments are on board.
Very sincerely yours,
The Honorable

The Acting Secretary of the Treasury,
Washington, D. 0.
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TREASURY DEPARTMENT = |

WASHINGTON

August 24, 1939

MEMORANTOM FOR THE FRESIDENT:
Ha tiom

l. The Aoting Seecretary after s conference with Commerce eon
August 19, 1939, notified New York to take special care to prevant
any irregularities in the clearance and departure of forelgn vessels.
New York was instructed that, if any such vessel gave indicatiom of
urried deperture in advance of normal or scheduled sailing date,
this should be regarded as suspiclous ecircumstances requiring delay
of olearanoe, or departure in case vessel had already cleared.
Hew York was further imstruected to notify the Treasury at omece and
careful re-examination be comducted to determine whether there is any
unmanifested merohandise aboard or any viclation of laws or regulations,

2. On Monday, August 21, the Aoting Seorstary after further
eonferencs with State and Commaroe commmicated the above instructions
%o all seaports. A copy of the Treasury telegram to collectors is
attaohad.

3. On August 21 Commerce instructed the collector of customs at
all seaports that, in order that the practices with respect to clearance
of vessels engaged in foreign trade may become uniform, they should see
that all and every requirement with respect to foreign clearance be met
before olearance be granted. No clearamece on inocomplete menifests
should issue until the colleotor is satisfisd that the major portion
of the proposed cargo has beem taken on board. A copy of the Commerce
telegranm to collectors is attached.

4+ The Treasury has prepared Exeoutive orders and telegraphic
instructions direoting the immediate detemtiom, interception if under
way, and retention of custedy of vessels of the belligerent states
in territorial waters, except vessels of the nawval establielments of
belligerent powers and other vessels operating for hostile or military

Sl e T

Acting Becretary



TREASURY

Strictly confidential for collector customs SIOP Take special care to
prevent any irregularities in clearance and departure of foreign vesgels
STOFP If any such vessel gives indication of hurried departure in advance
of normal or scheduled salling date this should be regarded as suspicious
circumstance requiring delay of clearance or of departure in case vessel
has already cleared STOP Bureau should be notified at once and careful
reexamination econdueted to determine whether there is any unmanifested
merchandise aboard or any wiolation of laws or regulations STOP Bureau
Navigation representatives will cooperate where available and Coast
Guard will give asgistance to enforce these instructions STOP Take all

precautions to prevent disclosure these instructions



Washingten, D.C.,Aug. 21, 1939
larine Inspection & Navigation
Salaries & Expenses
Burcau of Marine Inspection & Navigation
1940
CUsSTOMS

NEW YORK NEW YORK

IN OFDER THAT THE PRACTICES WITH HESPECT TO CLEARANCE OF VESSILS ENGAGED IN
FOREIGH TFADE MAY BECOME UNIFORW YOU WILL SER THAT ALL AND EVERY FEQUIRFNENT
IN SECTION 1 SUBSFCTION f PART V REGULATIONS FOR FOREIGN CLEARANCE APPEARING
0N PAGE 2410 FEDERAL REGISTER VOLUME 3 BE MET BEFORE CLEARANCE BE GRANTED,
NO CLEARANCE ON INCOMPLETE MANIFEST SHOULD ISSUE UNTIL YOU ARE SATISFTED
THAT THE MAJOR PORTION OF THE PROPOSED CARGO HAS BEEN TAKEN ON BOARD,
(sgd) South Trimble, Jr.
Acting Becretary of Commerce
5:30 P.M,

H. E. Sweet:FCA



THE SECRETARY OF THE TREASU
WABHINGTOMN

August 28, 1939

IENORANIUM FCR THE PRESIDENT:

The attached memorandum beare so directly
upon tha subject in which I know you are vitally

interested, I have had it photostated and am sending

Jebia Lﬂr{"‘w

Acting Secretary

it to you for your information.

The President

The White House.
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TREASURY DEPARTMENT
UNITED STATES COAST GUARD
HEADQUARTERS i WASHINGTON 28 August, 1959,

SFECIAL MEMORANDUM FOR ASSTISTANT SECRETARY GASTON:

At 12:24 p.m., 28 August, 1939, a message was transmitted from the
German Horddeich station to an unlisted etation HPTA. All call signals
between HO-- and HP-- are in the call range assigned to Panamanisn sta-
tions. ‘[he message was signed DEHEG, which is the registered cable ad-
dress of a commercial wireless company in Berlin. Lhe message instructs
the station HPTA to Temove from on board telegraph equipment and service
appliances when this vessel is changed into a man-of-war, and states
that traffic will no longer be transmitted by the commercial wireless

company.

in this conneection, you are referred to the report from this office
to Mr, Lochhead under date of 12 May, 1939, in which it was reported
from a most reliable source that approximately thirty-five German ves-
sels are under Panamanian registry and are commanded by German officers
and manned by German crews. Through the intervening months it has been
observed that these veasels constantly received orders from the German
Norddeich station in the German language and in German government code.

Other transmissions of peculiar significance which have been noted
have been to a series of unlisted calls in the range assigned to Iran-
jan stations and another series to unlisted calls in the range assigned
to Luxembourg stations. In the list of stations issued by the Barne
Bureau there ars no Luxembourg stations whatever and only about twenty-
five Iranian stations. 1he messages transmitted, although as yet un-
read, bear every indication of being identical in meaning. They are
believed to be enciphered code, the basie code being the same, but sach
station being enciphered in & different manner. Zach message begina
with a series of numerals in plain language German followed by the en-
ciphered code text, and in every case, is Tollowed by the signature
®TRANSLEIT ELN" which, it will be recalled, was mentioned in an earlier
report today as the signature attached to several dozen messages to
German ships directing them to act according %o their special instruc=-
tions. All evidence points to the conclusion that the foregoing eall
pignals are spurious and the stations intended are really German
stations.

iessages identical in nature to the foregoing have also been trans-
mitted to the CHARLOTIE SCHLIEMANN, EMMY FRIEDRICH, and two other un-
listed German stations.



I0F 601
oS — 28 August, 1939,

Latest information on ship movements received by this office re-
ports that the German 55 CONSUL HOEN arrived Port-au-Prince, Haiti,
on August 26th and will remain there for orders. The German 55 ST,
LOULS cancelled her cruise to Bermuda and headed back %o Hamburg,
Germany on August 27th, The German 53 HENRY HORN, which was dus at
San Juan, Fuerto Rico, on August 26th has not arrived, The German
85 WIEGAND, which cleared Philadelphia, Fa, for Forfolk, Va. on
August 26th, has not arrived. The German 5SS EREMEN, off Sandy Hook,
will dock at 6:00 p.m. to unload passengers and will sail tomorrow

morning for Germany with no passengers.
(B\f: = -

F. E. FOLLIO,
Lisutenant, U. 5. Coast Guard,
Aeting Chief Intelligence Officer.
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TREASURY DEPARTMENT

WASHINGTON

& SE  197%0
Augest 28, 1939

The attnchod was noted Wy Acting Sccretary Hnnga,,



THE WHITE HOUSE
WASHINGTON

Auguat 28, 1938,
MEMORANDUM FOR

THE ACTING BECRETARY OF THE TREASURY

FOR YOUR INFORMATION AND
RETURN.

F. D. R




My dear Mr. President:

Reference is made to your informal request for my opinion
whether the Secretery of the Treasury under your direction may
issue instruetioms to all collectors of customs substentielly as
follows:

Immediately upon your being satisfied thet
Germany is in armed conflict with enother natiem
with or without formel decleration of war selze
gll Germen and Italien vessels in Americen terri-
toriel waters remove officers and crew therefrom
and teke all precautions egeinst sabotege in
enginerooms or otherwise.

It iz my opinion that, in the event of armed conflict
between foreign natioms, sction on our part in seizing in our
porte vessels of ome or more of the belligerents and not of the
others would be in confliet with intermatiomal lew emd could,
under such law, be construed by the natioms affected as an act
of war, L

It is slso my opinion thet eny such action as contemplated
by the proposed instructioms, even if applied to the vessels of all
belligerents impertielly, would, unless based upon the procedure
outlined in U.5.0. title 50, sec. 191, be in violetiomn of the due
process cleuse of the Comstitution and would, in all probability, be
immedietely nullified by court action.

It is my edvice, therefore, that any such instructioms
should be based upon & proper proclametion issusd under said section
191, and that it should be made applicable impartielly to at least
the vessels of all belligerents.

Should the comtemplated action be taken comcurrently with,
or subsequent to, the issuance of the general neutrality proclama-
tion, the legal basis therefor would be considerably strengthened
and broadened.

Faithfully,

W{“] ‘

Attorney General.
The President
The White House
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THE WHITE HOUSE
WASHINGTON

8-20-39

MEMORANDUM FOR THE PRESIDENT:

Under Secretary of the Treasury,_Hanes,
'phoned that the_Bremen applied for clearance
last night and was réflised on account of the
necessity of making an inspection. The Bremen
then declared they would sail withcut clearance.
This was forestalled by not furnishing any tugs
and the officials of the Bremen then subslded
and the inspection 1s going on, probably beilng
completed tonight or tomorrow morning. The
_Normandy applied at the same time and was re-
fused clearance. They are in the process of being
inspected. This, according to Hanes, made our
case ageinst the Bremen much stronger.
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THE WHITE HOUSE !
WASHINGTON

3-30-39

MEMORANDUM FOR THE PRESIDENT:

Wr the Treasury just gave
me the following Information over the
telephone:

lehe BREMEN was held 43 hours as per
instructions. She was given clearance at
6:00 p.m. this afternoon.

Also gave clearance to the ACQUITANIA,
QUEEN OF BERMUDA, and the NORMANDIE, also the
TRANSYLVANIA.

Johnhny Hanes' understanding is that the
NORMANDIE will not sall tonight -- may sail
early tomorrow morning. The BREMEN 1is going
out tonight.

L]

Clearance was given this afternoon to
the QUEEN OF BERMUDA, which has been ordered
to England as a huspital ship. #
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TREASURY DEPARTMENT
UNITED STATES COAST GUARD

HEADQUARTERS e e —. WASHINGTON 30 Aagust, 1939.

MEMORANDUM FOE ASSISTANT SECEETAEY GASTON:

Latest information indicates that ths German 585 BEEMEN is still
in New Tork.

The Oerman 8585 COLUMBUS, with some eight hundred passengers aboard,
sald to be mostly Americans, sailed from Curacao, Netherland West Indies
at 6100 a.m. today, August 30th for New Tork. B5he is expected to arrive
at New Tork on Saturday, Saptembar 2nd.

A radio message from the Coast Ouard San Franclsco District indi-
cates receipt from an unofficial source of information that the New Tork
customs be informed as quickly as possible to search for a false bottom
in ths swimming pool of the EEEMEN beneath which war supplies will be
found., The same source of information also states that the is
to be met at sea by an undersea craft which will place special esguip-
mant aboard her. Fossibility that the foregoing criginated from a
erank is indicated.

The German 58 WIEGAND which cleared Fhiladelphia on Saturday, Aug-
ust 26th for Norfolk was reported yesterday as never arriving thare.
At 6100 p.m, yesterday a message to the 55 WIEZGAND was intercepted
which directed her to proceed to Tampico, Mexico. The message was
signed "German Vice-Consul.®

Messages still continue to be tranemitted to innumerable German
vessels in the special type enciphered code referred to in our special
report of Monday afternoom, August 2Eth. All evidence points to the
fact that these messages are ordaring the vessels to act upon sealed
orders which the vessels have in thelr possession, and which are re-
ferred to in the enciphsred code messages by mumber.

An unidentified German vessel has been calling the German Nord-
deich station from the wvieinity of the Philippine Islands but contamct
has not been made. (Note: TYesterday's report indicated that the Ger-
man 55 MUENSTEELAND was in the vicinity of the Philippines.)

Italian vessels contimue to recelve changes in orders concerning
their destinations. Traffic from the Italian station at Ooltanmo con-
talns innumerable personal messages stating that all is well and bld-
ding the individual persons addressed to remain calm.
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One message from the Italian station at Coltano to the Italian
merchant vessel EURD is believed to be of speclal significance. The
EURO is & vessel which regularly calls at porte of the United States.
Bhe arrived in Genca, Italy on & return voyage from the United States
on July 27th. Maritime records do not report her movements since
that date. However, it may be presumed that she started on a return
trip to United SBtates ports. The message originates from the Ital ian
Ministry of Marins to the EUEQ and is in mixed plain language and
code. Although the latter is unread, it is believed from the plain
langusge portiom of the message to containm instructions to the EURO
to conceal har armaments.

Italian vessels receiving orders from the Itallan station at
Coltano during the last twenty-four hours are as follows!

O« ABRIVABENE = Proceed with all possible speed to

Laspezia

GENQANO = (Qancel sarlier instructions; proceed all
possible speed to Lasperia

ARCOLA - Follow our instructions; proceed top

(tanker) speed to Teneriffe

TUSCANTA = DMsregard earlier orders; continus to
original destination

AEDOR = Proceed immediately

CLELIA CAMPANELLA Esach Massana quickly

ABABIA - Confirm our ecipher code requesting past
landing port

MARIA BOSA -~ Depart immediately; go to Catania,(Italy)
for orders; confirm

FULGOR = Bet course direction of destination; con-
firm (destination unimown)

FLORIDA II = @0 to Catania; agent is Penrome; confimm

The following vessels clearsd from United States ports yester-
day, Aogust 29thi

Italian TESEO from Oalvestom for Italy
Japanese AEKAGI MARD Boston Philadelphia
Japanese YTAMAGARI MAEU Baltimore SBouth America
Japanese  KIMIEKAWA MART Corpus Christi Yokohama
Japansse TAITO MARU San Francisco Los Angeles



The following vessels were listed as being in United States porte

on Aungust 29thi
In New York:
German BHEMEN
Italian BOMA
Italian LIVENZA
Italian BIEMANTIA
In Philadsl al
Japanese TUTAMA MARD
In Boston!
Japanese KINEA MAEU
Itdian MONGIOIA
In Galveston!
Italian LATRA C
In Houston!
German EHEIN
German HAMELN
In Baltimore:
Italian AMSTERTAM
Italian ADA O
Italian MARINA ©
Japanese KYUSYU MAEU
In Los Angeles:
Japanese AKATUKI MAEU
Japanese HOKORUKO MAEU
In Everett:
German PORTLAND

Ia Sen Fransisco!

Italian

I0F 601
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In New Orleans:

Italian IDA Aug, 22
Italian  MONFIORE A ug. 25

The following vesgels are due to arrive in United States porte
in the near future from foreign ports:

German HAVELLAND Loe Angeles
German FRIESLAND New York
German PHRYGIA Houston
German ODENWALD Baltimore
Japanese  HOLLAND MARD Seattle
Japanese NIFPON MAED San Francisco
Japansge SAN DIEGO MAED San Francisco

In addition to the foregoing, there are approximately ten Japan-
ese vesgels on which we have current positiocns.

TN
F. . POLLIO,

Lieutenant, U. 8. Coast Cuard,
Aoting Ohief Intelligence Officer.



THE SECRETARY OF THE TREASURY
WASHINGTON

September 1, 1939

NFMORANDUM TO THE PRESIDENT:

The_Bramen took aboard in New York 5:531 toms, or
35,953 barrels of fuel oil. She had asked and had been
granted permission to take 50,000 barrels. I am informed
that the amount she took is a comfortably adequate supply
for a high speed run to Bremerhaven. On her formar trip
to Hamburg she used 880 tons per day to develop 28.5 kmnots,
A normal fuel supply for en eastward crossing is 4700 to
4900 tons. She has bunker capaclty for 6,616 tons or
between 42,000 and 43,000 barrels. So far as ean be Judged
from the bunker data, therefore, the Master of the Bremen
planned merely a high speed run to a home port.



REPORT FROM--Secretary Hull, Acting Secretary Hanes
-ndthulttm;';ﬁml R

Il RE--iAction that may be taken upon outbreak of
hostilities in Europe (1) WITHOUT declaration
of a national emergency dec~-
laration of a national emergency.

EXHIBITS Mentloned in attached report in folder

See--Raw folder --Drewer 4-193%

(The above corres was given to Abéy Cen on Sept 4, 1939 at
the President's direetion) Coples of corres-were returned
but the folder of Exhibits from the State Dept were mislaid and

not returned,



October.14, 1939,

Memorandun for the Fresident from John W, Hanes, Treasury.
Sub ject----Neutrality Act

See:Neutrality folder-Drawer 2-1939



Note on Industrial Insurance

November 15, 1939

Industrial insurance is essentially the counterpart of ordinary life
insurance for persons of smell means. The policies are always under $1,000
in amount and the amount of the average policy, which in 1988 was $232,
is just about sufficient to pey the cost of burial. The policies have
substantially all of the customary provisions found in ordinary life insur-
snoe policies. The terms are usually less liberal in industrial policles,
particularly in sormection with nan-forfeiture benefits. Cash values are
not evaileble in most cases until premiums have been paid for five years,
and loans are practically never prented. ledieal examinetions are not
required of spplicants except in & few cAses of high premiums or clder
ages at issue. The premiums are commonly collected weokly and sometimes
monthly by agents who call at the homes of the insureds.

Industrial insurance has been aritten on the legal reserve basis in
the United States since about 1676. 1t has grown until today more persons
hold industrial policies than all other forms of life insurance policies
combined. There ere now about ninety million policles in force, rep-
resenting approximately twenty-and-a-half billion dollars of insurance.
The best estimate of the mmber of policyholders is fifty million different
people, many of them women and infants. In seven gtetes and the District
of Columbia the mmber of policies in force at the end of 1937 exceeded
the total population. The eash premiums sollected during 1937 amounted

+o about $735,000,000, or &N average of slightly under $6 for every man,



woman snd child in the United States, slthough less than half of these
people hold industrial policies.

The Metropolitan Life Insurance Company, the Frudential Insurence
Company of America, end the John Hancook Mutuel Life Insuramce Company
together have alwmys had over BO per gent of the industrial insurance in
force. These three companies operate entirely on the mutual eor partici-
peting plen, and the Metropolitan end Prudential, each with slightly over
36 per cent of the total industrial insurence, are the two largest life
insurmoe companies in the United States. Approximetely 138 companies are
issuing industrial insurance throughout the country and only about ten of
them are mutual. The companies, other than the three largest, wrote over
eight million new policies during 1938, representing sbout 55 per cent of
the total issued that year.

The stock campanies issuing industrial insurance have proved very
profitable to their stockholders. In e sumary of the cperatioms of 44
companies, the Commission found that on e total investment of under
§7,000,000 there had been realized cash dividends of 366,000,000, In
addition, stock dividends amounting to $32,000,000 had been declared and
a surplus of §44,000,000 accumulated. The Western and Southern Life
Insurance Company has proved to be the most profitable life insurance com-
pany in the country prineipally through the issuance of industrial insurance.
Many campanies have realized enormous profits on insignificant investments.

Although industrial insurance is sold to those for whom all necessities
should be available at the lowest possible cost, it costs more than ordinery

insurance. An notuary of the Prudential testified that the differential



amounts to 13 to 20 per cent in that campany. An mctuary asscciated with
the Commission testified that the cost of industrial insurance policies
exceeded the cost of ordinary policies by a still grester margin,

Although the mortality rate is grester among industrial poliecyholders
than emong holders of policies for which a medical examination 1s reguired,
the prinecipal cause of the higher relative cost is the agemcy systems A
greater proportion of premiums goes to agents' commissions in industrial
insurance than in ordinary. The method of compensation is based, to a
large degree, on the issuance of new policies, and by measuring "increase"
according to the size of the premium, agents have been wont to urge the
polieyholders to apply for an enormous volume of uneccnomic endowment
insurance. As further inducement to the writing of more and more insur-
ance, there are frequent contests among the angemts. The whole atmosphere
of the business has been characterized by pressure for increase, and as a
result, there has always been an unduly high lapse rate. During the ten-
year period from 1928 to 1837, over 168,000,000 new policles were issued,
end 132,708,931 policies were reported es lapsed. Out of a total of
183,000,000 policies issued and revived in this time, the companies were
cnly able to effect & net gain of about 6,000,000 policlies. Every lopse
represents & loss to the lapsing polieyholder and, in addition, usually
raises the cost of imsurance to the persisting policyholders. During
this some ten-year period onmly 4.45 per cent of all the terminations of
industrial policies represented the payment of death claims, which represent

the only satisfactory fulfillment of the purpose of the system--namely, to



provide burial funds.

The cost of industrial insurance is further incremsed by the enormous
turnover in the egemey forces of all the campanies. During eleven recent
years the Metropolitan alone hired 74,607 new mgents, and in many smaller
companies the situation is preportiomately worse. The turnover in the
field force is not only expensive because of the cost of training new men,
but it also increases the lapse rate, which in turn means loss to policy-
holders and higher costs of insurance.

The realization of great profits in stock companies, the acowmlation
of ever-inecreasing surplus in mutual companies, and various ineidenmtal
expenses, such as the heslth end welfare services in the Metropolitan and
John Hancock, all contribute to the higher costs of industrial insurance.
To the extent that the weekly collection of premiums at the homes of polioy-
holders is necessary to maintain insurance in foree end that mortality
among these pecple is unavoidably higher, the greater cost cammot be
blamed on the compenies. They alone are responsible, however, for unnecessary
expenses due to inefficiency and failure to teke steps to correct conditions
long condemned.

The holders of industrial policies are confronted not only with an
expensive form of protection, but one with ramifications confusing even
to persons better able to understand life insurence. The policies are
issued on inmumerable different plans, and there is no uniformity in the
terminology used in stating the rights of the insured. The premium rates

are computed on variocus different bases, so that only a well-trained expert



is gqualified to compare the net ocosts of policies issued by different
companies. An industrial polioyholder would find it substantially
impossible to determine which compeny would provide him with the safest,
cheapest and most liberal protection. Consequently, the competition
among companics is one of salesmanship rather then the quality of the
product. Policyholders, confused by the clalms of rival sgentes all
interested in writing more policies, have sought the ndvice of numerous
insurance counselors to whom they have paid large sums as fees for advice
which is sometimes good but frequently unreliasble.

In order to provide a standard of comparison of the cost of indus-
trial insurance, the Coomission presented the testimony of an actuary
asscoiated with the Scoiel Security Boerd showinpg the cost of o universal
death benefit plan, providing for a payment of §280 to every person dying
in the United States. This study showed that such a death benefit could
be provided for the whole populat ion at an aggregate smont considerably
lower than is collected for industrial insurance each yeer to provide
for only half the population. The per capita cost would alsc be lower
than the amount paid by the majority of helders of industrial policies.

The system of distributing industrial insurence and the practlices of
the industrial companies were severely condemmed by the Armstrong
Committee in 1909. There have been some improvements in the methods of
the three largest campanies since them, but throughout the country in-
numerable maller companies are still operating in the mamner desoribed in
the Armstrong Report. In sddition, the principal evils of the business--a
high lapse rate, pressure for increase, and high ccst--are still prevalent

and appear to be inherent in industrial insurance.
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THE WHITE HOUSE
WASHINGTOMN

(] omhﬂr 20 » 19391

ORAND FOR T LSID i
Re: B el &

In accordance with your request that I look into the posai-
bilities of a Government annuity scheme, I am sulmitting here-
with a report prepared by Mr. Gesell and assoclates of the
S.E.C. My own conclusions, based on a study of this report
and on other considerations, are as follows:

1. A feasible scheme can be worked out whereby, through
free administration and the compounding of interest poyments
at from 3 percent to 34 percent, government annuitles can be
provided with benefits slightly larger than private companies
can provide at the same premiums.

Payments of §10 a month from age foriy-five, for twenty
years, on the 1937 Standard Annuity Table, would provide annuity
payments of $22,79 a month on a 3% percent basis and with the
return of premiums with interest guarantced in the event of
death. Under a similar plan the American National undertokes
to pay $20.28 a month. Under a plan of straight life annuity
with no death benefit and again at 3} percent, twenty years of
monthly premiums of $10 from age forty-five would provide month-
ly benefits of $32.94. The Kansas City Life on a similar policy
undertakes to pey $31.52; the Aetna, $24.27. This iz not &

popular type of policy.

2+ At the same time, certain possible objections to the
proposal might be listed:

a. An sctuarially self-supporting scheme, with no
subsidy elements save free administration and a higher
interest rate (3 - 3} percent) thsn the Government need
pay on its borrowings, would not permit the sale of
annuities at a sufficiently lower rate than private com-
panies now offer to be attractive to many people, In
Canada, with rates 25 - 40 percent lower than private
compenies, only some 18,000 contracts were issued from
1908 to 193, The rates have recently been raised. In
Englund, Government annuities, started in 1364, were a
complete failure and finally died in 1928. In 1938 a new
voluntary program was inaugurated, providing for a very

f”"f:x
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Memorandum for the President -2 Re: Government innuities

large subsidy for people under fifty-five for a one-year
period (thereafter only people under forty could come in).
Due to the limited perlod of the offer and the very favor-
able terms, some 400,000 people out of sbout 2,000,000
eligible, entered the voluntary system.

b. The Study of Consumer Expenditures indicated that
the 60 percent of the nation's femily units earning less
then $1,250 a year have negative rather than poaitive sav-
ings. When it is considered that monthly payments of $10
for a thirty-year period would be necessary to qualify for
ennuities of from §40 to $50 a month (on a relatively self-
sustaining basis), it will be seen that not many people are
in a position to provide for thelr own old age. The private
compaenies already tap this restricted group with their million
and a half annuity contracts. Should = Government anruity
proposal be represented by its opponents as the Administration's
answer to the needs of the existing aged and the very poor in
uncovered occuputions, & great deal of resentment would be gen-
erated,

€. Any scheme which contemplates a lorge element of
subsidy end is designed to supplement for uncovered occupa—
tions the 0ld Age Insurance Program should not be congidered
apart from the whole problem of old age security. A single
federsl old age security program, pertly contributory and
partly subsidized, may have advantages over & further develop-
ment of the existing systems.

d. If a large element of subsidy is not contemplated,
the adventages of providing government ennmuities for the com-
paratively few must be offset against the disadvantages of
incurring a political battle at this time with the insurance
companies and their quarter of a million sgents. (See attached
press clippings). People sssociated with the T.N.E.C. inquiry
into insurance would rather joln iesue with the companiea on
the questions of federal regulation and the abolition of indus-
trial insurance, which they believe constitutes the worst abuse
of insurance today. (See attached memorandum on induatrial
insurance where-in it is brought out that out of some
140,000,000 terminations of industrial policies from 1928 to
1937, only 4} percent represented payment of death claims. The
provision of burisl insurance of, say, $250 through the sale of
stamps by the Government would be a highly desirable reform.)

o%’iﬂ_'cfl;

Lanichlin Currie
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November 20, 1939.

.

MEMORANDUM FOR THE PRESIDENT

This has to do with a conference called in
compliance with your s ggestion to comsider Bullitt's

oable rejaluninmum.

Edwin M, Watson

Attaches memo to him from Hy E. Collins-Procurement Div-Treasury
Reiconference about alumimum.

See: Bill Bullitt folder=Drawer 1-1939

d

&



Re-President's memo to Gemeral Watson of Wov 21, 1839

about thoughts on Johnny Hanes' speech and outlining

these.

Ses:Watson folder-Drawer 2-1939
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THE SBECRETARY OF THE TREASURY
WASHINOTON

MEMORANDUM FOR THE PRESIDENT: 3

I have been consldering possible action in the Bank of America
matter. As you know, I have had & group of barkers (Tom K. Smith,

John Ottley and Charles Sponcer) advising me. I have also called in
Dean Landis, Dean Garrison and Eddie Greanbaum,

The sanctions to which the most serious consideration is being
given are (1) a proceeding wunder Section 30 of the Banking Act bafors the
Rlﬂﬂmrwsﬂmm&umﬂrlmhrthlmmlnfm
directors and officers of the Bank for violations of law and continuing
unsafe and unsound banking practices, and (2) publication of the last re-
mﬁuf-mtmﬂm&uhmmurmm‘nhﬂmhmw
ummﬂmmmmmnhumhmmmuu basad on
theﬂpwtormim The baskers belisve that the threat of the
mufthluuuﬂnmﬂmwuldh, h‘m,thamﬂdmtiuinitnilpun‘b
on the Bank.

u-mugmt-mnthqmmmmﬂ group, the
mmmtlntthhﬂumhfﬂlminthﬂrnmmw
hwmammmmmmmmumm. In this
mm“nmmmtbﬂamﬂdmhwmmw
the Comptroller's Office bafore actunl publication of the report was re-
sorted to. !hproudmﬂrmhlm'umhmwm
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the Bank to appear before the Comptroller, or an exsminer eppointed by
him, to show cause why the Comptroller should not sot in accordance with
the provisions of the statutes authorizing him to publish the report of
examination of any national bank which shall not, within 120 days after
notification of hie recommendaticns or suggestions, based on the examina-
tion, have complied with the recommendstions or sugpestions to the satis-
feotion of the Comptroller. The letter of eritiecism based upon the last
report of examipation was sent to the Bank on July 31, 1989. Accordingly,
the 120 daye will expire on November 30, 1859. This procedure would have
the advantages (1) of giving the Bank & fair opportunity to be heard before
any action is taken, thus obviating the possibility that charges of
arbitrary action might be made against the Comptroller; (2) of keeping
proceedings against the Bank under the econtrol of the Comptroller's Offiece,
thus making it unnecessary to call on any other agency for motion in the
matter; and (3) of affording an opportunity for the Bank to advance &
program during the proceedings which would meet the Comptroller's suggestions
in full. 1In this event, of course, the publication of the report would not
be made.

In the event nothing in the way of a satiefactory program is
developed at the hearing, the Comptroller will notify the Bank that the
report will be published after the expiration of 90 days. A eertification
for the removal of the officers and directors eould then be made to the
Federal Reserve Board. In this way the foree of the two most feasible
sanctions will become available to the Comptroller.

This proposal is only in tentative form. A further meeting is to
be held this week-end which will be attended by both the lawyers' and
bankere' groups. I hope to give you a definite plan early next week.

N puihen J.
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THE WHITE HOUSE
WASHINGTON A

December 18, 1333,

MEMORANDUM FOR THE PRESIDERT:

I attach hereto reports from Captain Collins
of the first and second meetings of the Committee,
which you created for the purpose of representing
the Federal Government in its contacte with
interested forelgn governments in matters relating
to the purchase of supplies, equipment and materials

in thie country.

—=%

Wm. H. McReyndlds

45 L

& et




TREASURY DEPARTMENT
PROCUREMENT DIVISION
WASHINGTON

OFFICE OF THE DIRECTOR

December 9, 1939

MEMORANDUM FOR MR. McREYNCOLDS

The informal commit created by the President under date of Decem—
r b, , to represent the American foverrment in its contacte with

the interested foreign governments in all matters relating to the

purchase of supplies, equipment and materials met at 2 FM today.

Present were the Director of Procurement; lajor Ceneral Henry 0ibbins,
the (uartermaster General; and Captain E. H. Van Patten, SC, USN,
Acting Paymaster General of the Navy.

General Gibbins presented for the consideration of the Board a list

of materials which had been left with the Secretary of War this morning
by the Minister frem Finland. Copy of this list was furnished to
Captain Van Patten for his discussion with the bureaus concerned in the
Navy Department and further report to the Committee as soon as informa-
tion pertaining to the availability of the material listed could be had.

The Committee adjourned to meet again as scon as the information that
Captain Van Patten is seeking becomes available.




TREASURY DEPARTMENT
PROCUREMENT DIVISION
QOFFICE OF THE DIRECTOR WA5H|NGT°H

December 14, 1939

MEMORANDUM FOR THE PRESIDENT
Via Mr. McReynolds

In complience with instructions conteined in letter of the President,

of December 7, 1939, creeting &n informal committee for contects with

forelgn governments in ell matters relating to their materiel require-
ments, the following weekly report is submitted:

At & meeting of the Committee today, st which were present all
members, the following trensactions were considered snd scted upon

A, Clearsnce was given the CGovernment of Finlsnd for supplying
60,000 ges maske and the Minister of Finland wag so sdvised.

The Committee informed the Goodyear Tire and Rubber Compeny, Arkron,
Ohio, end the Knowlton Company, Fatertown, New York, menufscturers of
gas maske that & clearsnce had been glven to the Minister of Finland,
authorizing direct purchsse of €0,000 gas mesks, less filter, for which
a satisfactory substitute was indicated.

B. There was also informally presented to the Committee for its
consideration, & list of materlel, including smirplenes and
ordnance.

Inasmuch &= the Committee was informed thet steps hed slreedy been
taken whereby the Government of Finlend wae to obtein deliveries of
airplanes by cirect contect with certein sirplane manufecturers, it

wes not necessary for the Committee to further consider the matter

at this time. This matter had been presented to both the Wer and Navy
Depertments prior to the time thet the informal committee wes orgenized.

The Committee was informed by the Wer Department representative that the
ordnence materiel listed by the Minister of Finlend was not available
either from Wer Department sources or War Depdrtment gontracts.

Iirector of Procurement



TREASURY DEPARTMENT W
PROCUREMENT DIVISION
WASHINGTON

December 20, 1939.

Iy dear General

It would be appreciated if the attached
file, which was sent to me by the President for my
perusal, might be returned to him with my thanks
for the cpportunity of having read it.

With kindest personal regards.

Sincerely yours,

i = :
i

General E. M. Watson
The White House
Washington, D. C.




THE WHITE HOUSE
WASHINGTON

December 13, 1939

FOR

CAPTATH COLLTNE

TO READ AND RETURN WOR

T T oo
T.J -




™ Y THE WHITE HOUSE
WASHINGTON

December 13, 1939

MEMORANDUM FOR

THE SECRETARY OF WAR

‘ T have your joint memorandum with the Secretary

1 of the Navy In regard to an informal committee to desl
with the subject of purcheses of war materisls b forzign
govarnment s,

I think you fail to realize that the greater part
of such purchases is not, in & strict sense of the word,
munitions -- probably well over fifty per cent of the
purchases will consist of articles and raw or semi-raw
materials which are primarily of civil use rather than
military use.

With all due deference to the Army and Ravy
Munitions Board, it is not &s experienced in making
purcheses a3 15 the Procursment Division of ths
Government. In any event, the coordinating committses
which has bean set up will have representatives of
the Army and Navy on it, and T am parfectly willing to
have the Quartermaster Genersl and the Paymaster General
represented by officers who are also members of the
Army snd Navy Munitions Board -- easpecially when it
comes to purely military or naval materials.

¥inally it must be remembersd that we ars not
&t war, that we are trying to keepmices in thia
country down, that the work of the committee deals
with civilians, and that the gemeral flscal and
purchasing policies of the Treemry are very dafinitaly
tnvolved.

That is why T think T should let the present
arrangement stand.

Fo Ds Re

- = N e —_—



I THE WHITE HOUSE
WASHINGTON

December 13, 1939

MEMCRANDUM FOR

I bhave your joint l-nm:h.u with the slurct.u':
of Wur in regerd to an informal commitiee to deal with

8
the subject of Jt1.._'> off war m + riale by for '1__v

wernments. l

I think you fail to realize that the greater part
of such purchases is not, in a strict sense of the word,
munitions — probably well over fifty ser cent of the
purchases will consist of articles and raw or semi-raw
materials which are primarily of civil use rather than
military use.

Fith all due deference to the Army and Navy
Mn:itions Board, 1t is not &as experienced in making
purchases &s is the Procurement Division of the
Government. In any event, the coordinating committee
which has been set up will bave representatives of
the Army end Nevy on i¢, end T sm perfectly willing to
have the Quartermavter General and the Paymarter Ueneral
reprasanted by officers who are also members of the
Army and Navy Munitions Board —- especlally when it
comes to purely military or naval materials.

Tinally it muist be remembered that we are not
at war, that we are trying to keep rices in this
country down, tiet the work of the committes deals
with civilians, and that the general flacal and
purchasing policiea of the Treasury are very definitely
involved,

That is why I think T should let the present
arrangement stand.

F. D. R.

e




December 11, 1939

Dear Pa:

Here 1s the memorandum about
which Secretary Edison and myself desired
to talk with the President, which this
morning you asked us to send up so that
he might lock at it tonight. It is most

important.
Eincerely yours,
I —m
i E‘ o L’Eh—{-ﬂ"‘-—'

General E. M. Watason
Secretary to the President
The White House

Enclosure




ARMY AND NAVY MUNITIONS BOARD

MUNITIONS BUILDING
WASHINGTON, 0. C.

December 9, 1939.

MEMORANDUM FOR THE PRESIDENT.

SUTBJECT: White House letter of December 6, 1939, creating an in-
formal committes to represent the American Covernment
in its contacts with interested foreipn governments in
all matters relating to the purchase of war materials.

dction Hecommended:

That the letter in question be reconsidered and the pres—
ent Army and Navy Munitions Board Clearance Committee continue to
function in accordance with the aprroved action of July 6, 1939
(copy herewith), and your Military Order of July 5, 1939 (copy here-
with).

Reapons:

1. The War and Havy Departments have primary interest in
the mmition program pertaining to national defensa.

2: Coordinstion of the Army and Navy procurement programs
is being obtained through the Joint Army and Navy Munltions Board,
which has been fumotioning in closs cooperation with other interest-
ed United States Oovernment sgenclas since 1922,

3. M1l joint Arsy and Navy Boards wers placed under your
diregtion and supervision by Military Order, dated at the White
House July 5, 1939. &Since that date cooperation between those Joint
boards has been olose, end action expedited on questions arising

during the presant emergency.

4+ The mission given the new Committes by your letter of
December 6, 1939 appears to duplicate the mission previously mssign-
ed by you to the Army and Navy Munitions Board, and a Clearance Com-
mittes of that Board has been satisfactorily carrying out the same
mission sincs July 6, 1939, The present Committes setup, with ita
Rules and Policies, is attached. These rules and policies have al-
ready been approved by the Secretaries of War and the Navy, and con-
form to the actlon desired by the National Hnnitim? Control Board ... Library

i e DEGLASSIFIED
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5. Close cooperation has been established between the
Army and Navy Munitions Board and the State, Treasury, Commerce, and
the Interior Departments, in all matters affecting munitions of war
and bagie raw materials.

6. Close lisison has been established with representatives
of all foreim governments and the Committee has been assisting many
of these governments during the past six months.

7. The State Department has already requested all foreign
governments to furnish the Army and Navy Munitions Board all pertl-
nent data pertaining to their contemplated purchases in the United
States. Copy of the instructions slready sent by the State Depart—
ment to foreign governments attached hereto.

8. Congress has also placed the executlon of Public No.
117, relative to stock piles of strategic and critical materials,
under the Army and Navy Munitions Boerd end the Department of the
Interior. This mction 1s effectuated by thie Boerd with close coop—
eration and advice from the Departments of State, Commerce and Treas-

urys

9, The Wear and Navy Procurement Plans are already being
coordinated, end the records pertaining to such plens are a part of
the Army and Navy Munitions Board's confidential files. To assign
this duty to any other agency or committee will cause confusion, de—
lay, and inefficiency, since mmitions requests from forelgn powers
will be mainly for items not normally produced commercially and dis-
tinctly of a highly technical character. The production of such
items is of wital interest to our netional defense and must be close-
1y coordinated with our own rearmament program. The setup for such
coordination already exists and the responsibility is definitely
fixed, The proposed setup has not the technicel data avallable to
administer the anticipated foreign requests, nor the lmowledge of
what military information may be releaped without detriment to the
national defense. The present Board augmented by liaison officers of
all Supply Services and Bureaus, and its close cooperatlon with the
Joint Aeronautical Board, has immediate access to procurement plans,
gurrent techniecal data, production schedules, and current orders. It
«lso has the confidence and cooperation of industry and numerous
trade associations, which have already been contacted and are furnish-
ing confidential informetion concerning foreigm purchases and the

ability of this country to meet their demands.

10. The State Department, which is responsible for the ex-
scution of the decisions of the National Munitions Control Board, is
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entirely ignored. The closest liaison must be meintained between the
Etate Department and the Intelligence Sections of the War and Navy
Departments in regard to military secrecy and the disclosure of such
in the gales of mmitions to foreign powers. The Rules and Policies
attached have been drawn up in mccordence with the present practice
and procedure within the War, Navy, and State Depertments.

e 0.LG

LOULS JOHNSOM, CHARLES EDISON,
The Assistant Secretary of War. The Asslstant Secretary of the Navy.

5 Incls.

Le (Rules and Policies) 12-1-39

Cy instructione to foreign
governments.

Cy le 12-6-39.




V.
A ARD NAVY MUNITIOHS BOARD
MUNITIONS BUILDING
Washington, D. C.
ey December 1, 1939,

FROM: The Army and Havy Munitions Board.

TO: Colonel Charles Hines, U.S5.A., Secretary of the irmy and

Navy Munitions Board, (Chairman].

Lieut, Colonel George 5. Warren, A.C., Office, Chief of Air Corps.

Lieut. Colonsl E. E. lisclorland, 0.D., O.A.5.W., Flans Division,
{Secretary of the Committee).

¥ajor L. 4. Iiiller, 0.D., Office, Chief of Ordnance,

c‘p“in Je Cs Bm‘-ﬂ- erj U.8.M. {R‘Bt-l {Eu-ln Drﬂ..].

Commander A. B. Anderson, U.S.N., Office of Chief of Naval
Operations.

Commander F. C. Dunham, (SC), Bureau of Supplies and Accounts.

Lieut., Commander D. ¥. Logan, U.S.¥., BSureau of Aeronautics.

SUBJECT: Army and Navy Munitions Board Committee for Clearance of lunitions.

1. The above-named officers are hereby designated as representatives
of the Army and Navy !unitions Board on a committee for clearance of muni=-
tionsa,

2. The duties of this Board will be to carry out the intent of the
memorandum for the President, dated June 30, 1939, copy of which appears
telow, as followses

"MEMORANDUM FOR THE PRESIDENT. June 30, 1939,

"In the past few months, the number of requests from forcim
sources for assistance in procuring military supplies in this country has
miltiplied, It is probable that these requests will increase materially
in the near future and it now appeara desirable to establish a definite
procedure on the subject, to assure organized cooperation in meeting these
requests and to centralisze the securing for our own use of such military
information as may be obtainable from these sources.

"The cooperation required from us will be chiefly in obtaining
authority to use non-secret drawings of ordmance and aircraft material
and in suggesting where orders for the desired items can best be filled
from d omestic sources, The judicious distribution of such orders to
domestic industry can be made to serve a very useful purpose in advanc-
ing our own plans for national defensé.

"The matter in question glearly pertains to the wyrk of the Army
and Navy Munitions Board, It is therefore recommended that you authorize

the Board to pass upon and to adminipter these requests for assistance in
such & manner as best to serve approved policies. It is ypderstood that

CORETEA
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these requests will be referred to the Board through the usual channels
and that the Board will confer freely with other Government departments
in carrying out its functions in this rospect, and particularly with the
Division of Controls of the Dopartmont of State.

"Phis momorandum has been seen and opproved by the Under Scere-
tary of Stata.

(Sgd) CHARLES EDISON (Sgd) LOUIS JOHNSON
The Assistant Scerotary of the Navy. The Assistant Secretary of War,

Approved

July &, 1339, FRANILIN D. ROOSEVELT."

3. Copy of the initinl "Rulcs and Policics for the Army and lavy
Vunitions Boerd Clearcnce Committoe™ is attoched. Theso rulos and pol-
icies have becn approved by the War and Havy Departmonts.

4. Lieutenmnnt Colonel E. 2. MichMorland, 0.D., will be on full-time
duty ns Secretary of this Committee, and will cet ns the steering merber
in erder to insure uniform ond expeditious cetion.

5. Copies of this memorandum will be furnished all Supply Arms and
Services of the War Deportment and Bureous of the Novy Department in
order that they moy be acquninted with the mission of this Copmittee and
be prepared to give the members such information ond advice ap come with-
in the scope of their depertment.

6. This memorandum reploces o similar one dated Hovember 10, 1939,
pame subject, estoblishing a joint committee for the clearanese of muni-=
tions. i

7. The records and files of this Committee will be maintoined as
s port of the Office of the Secretary of the Army and Novy Munitions
!ﬂ“d.’

For the Army ond Novy Munitions Boord:

< der [l A,
CHARLES HI)Z8, - #uvelt Library

Colonel, U. 3. &eeddF 1 ASCIHELR
a1, % & beDEGLASSIFIED

1 Inel, DOD DiR. sz00.9 (s/27/58)
Date- .1/}.‘! /57
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Fro japevelt Library
DECLAD. . IED
awer awp wavy sanrions soa [OD UIR. s200.¢ (9/27/58)
LUNITIONS BUILDING
“Ehinﬂﬁﬂ' D. C. Date- *’/'i 5{{{‘?

December 1, 1939,
Signature-

AULES AND POLICIES FOR AmY Avp Mavy  (Qzed J#Q)r
YUl 11 10NS BOARD CLEARANCE 00MIITTES

l. Authority - Under date of July 6, 1939, the President approved
8 joint recommendation of the Assistant Secretaries of War and Navy that
the Army and Havy lMunitions Board be authorized to pase upon and admin-
ister requests from foreign sources for assistance in procuring military
supplies in the United States in such manner &s best to serve approved
policies.

2, Joint Committee — This particular task of the Army and Havy
¥unitions Board will be exercised throuszh a joint committee consisting of
four Army and four Navy officers: The Army members consist of twe of-
ficers of the Office of The Assistant Secretary of ar, one officer, Offlce,
the Chief of the Air Corps, and one officer of the Office of the Chief of
Ordnance. The Navy members consist of one officer each from the Office
of the Chief of Naval Operations, the Bureau of Ordnance, the Bureau of
Aeronautics and the Bureau of Supplies and Accounts. The official desig-
nation of this group is "Army and havy lunitions 3oard (learance Committee'.

%, Mission of Committee - The mission of the committee is defined
as followss

&. To cooperate with foreign representatives who have obtained
authority to use drawings, specifications, and other technical informa-
tion concerning American military materiel in connection with orders to
be placed with American manufacturers.

b. To suggest where forelgn orders for munitions of all kinde
should be placed in this country to serve the best interests of our own
national defense, first ascertaining from interested Bureaus whether they
contemplate placing orders before suggeeting placing foreign orders that
might take up capacity of the plants that interested Bureaus contemplate

using.

¢. To gecure such military information as is obtainable from
these foreign sources,

4. To confer freely with other Government departments in carry-
ing out its functiona.

4, Basic Folicies - The following basic policles will govern the

sctivities of the committee:
a. Friendly foreign states are to be advised concerning the

e s e e i 2




procurement of munitions in this country aid will be furnished such de-
signe and specifications of our materiel as may be authorized under ex-
isting law and approved policies, provided firm and sustantial orders
are placed with American moanufaciurers,

b, Orders may be placed by foreign sources with concerns al-
ready engoged in production of munitions for our account provided our
procurement program is not delayed thereby, and provided all information
relating to confidential materials then under manufacture in these con-
cerns is safeguarded in accordance with the instructions of the United
States Departments or bureous thereof having materinls manufactured
therein

©. The augmeniction of industrial copacity for munitions pro-
duction h;.r means of foreign orders cperates to strengthen our own no—
tional defenpe position,

d. Our designs of materiel should not be released to a foreign
power unless monufacture 18 to be undertaken by o reputable Americon firm
in the United States and in such substantial guantitics as to make the
firm o dependable notionnl defensc assct for the carly production of
theso itoms in time of war,

2. The United States will asesume no responsibility for the in-
spection of materiel produced for a foreign power, tut advice may be
given if solicited. The inspection of materials by foreign inspectors in
plants manufacturing equipment on classified contracts will be done as
heretofore in a manner satisfactory to the departments or bureaus having
such contracts in those plants.

f. In every case, careful study will be given to i.sure that
ralease of information doee not violate the Espionage Act.

£+ All manufacturers, exporters, and importers of items de-
fined by Executive Order as arms, ammunition, and implements of war are
subject to regiotration with the latiomol Munitions Control Board, whose
operating agency is the Division of Controls, State Department.

h, Export and import licenses, issued by the Division of Con-
trols, State Department, oare furnished to registered munitions manufae-
turers, except where the issue of such licenses will violate some law of
the United States or a treaty to which the United Stotes is a party.

L. The following policics regording military secrets of in-
terest to the national dofensc are quoted from the pamphlot "Intorna-
tional Teaffic in Arms" published By the Departmeat of Statog

“SP20TAL PROVISIONS IN REGARD TO MILITARY SECRITS

"pitle I of the Zsplonnge Act, appreved June 156, 1917,
roods in part as follows:

"“Whoevor, with {ntont or reason to beliowe that it is to

-2=
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be used to the injury of the United States or to tho advantago
of a foreign nation, commmnicates, delivers, or transmits, or
attempts to, or aids or induces another to, commnicate, deliver,
or transmit, to any foreign government, or to any faction or
party or militery or navael force within a foreign country, wheth-
er recognized or unrecognized by the United States, or to any
representative, officer, ngent, employee, subject, or citisen
thereof, either directly or indirectly, any document, writimg,
code book, signol book, sketch, photograph, photographic negative,
blue print, plan, map, model, note, instrument, appliance, or in-
formation rolating to the national defense, sholl be punished by
imprisonmont for not wore than twenty years « . .

"The Secretary of State will not issue a license authoriz-
ing the exportation of any arms, ammunition, or implements of war
congidered by the Secretary of War or by the Secretary of the
Havy as instruments or appliances included among the articles
covered by those terms as used in this act if, in their opinion,
they involve military secrete of interest to the national defensa,
The articles which may be so considered are articles falling with-
in one of the following categoriea:

*(a) articles, the whole or any features of which have
been or are being developed or mmnufactured by or for the War De-
partment or the liavy Department or with the participation of
either of those Departmente; and

f(b) Articles, the whole or any features of which hove

been used oy arc being used by the War Department or the Navy De-
partment or which cither Department has contracted to procure.’

"Included among articles developed by or for the War Depart-
mont or the Havy Duepartment are articles the dovolopment of which
has been contracted for by either of those departments, or whish
have been developed in sccordonce with Army or Navy specificationa
and submitted to either department for evaluation for procurement,

"Prospective exporters of arms, ammunition, and implements
of war should, before applying for a license to authorize the ex-
portation of any article falling within the above categories which
moy possibly involve military secrets of interest to the mntionnl
defense, communicate with the Secretary of State in advance of the
proposed shipment in order thot ho may be in a position to ascer-
tain for the prospective exporter whether or not military secrets
are, in foact, involved thorein."

Release of articles for foreigan scle coming within the scopo of the
above parcgraphs is made by the netion of the Secretarics of Wor and Navy.
The chief of the supply arm or service conccrned, oaftor coordinotion with
using arms and the Army or Mavy, os tho ccse muy be, rocommends to the
Assistant Chief of Staff, G-2, or to the Director of Howval Intelligonce,
the action to be takon. The industrial footurcs of thoe problom will bo

-3~
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presented by the Army and Navy kunitions Board. The matter is then re—
ferred for final decision to the Secretary of War or the Secretary of the
Rﬂut

A+ Where an agreement with o foreign power limits some feature
of one of ow own designs to use by our Government only, foreign buyers
will be ndvised to make their own arrangements with the foreign power with
which the United States has on agreement.

k. There is no general authority of law to sell any government=
owned stocks of munitions direct Yo a foreign power nor for produstion in
& government plant for foreign account, Aetion by Congress in each case is
necessary,

1. Foreign buyers will be informed that they must make their
own arrangements for use of patents applying te the material being pur-
chased,

m. Any information divulged will be given direetly to officials
of the foreign governments and not to middlemen. Where it is necessary to
turn over drawings and specifications to an American manufecturer to emable
him to bid on & foreign order, copies of this information will be furnished
only to the mamifacturer concerned, and then in a confidentinl status., After
a firm and substantial order is placed, coples may be furnished to the for-
eign inspectora and to the foreign government concerned so that the materiel
may be subsequently maintained.

5. Procedure of Clearance Committee - The general procodure of the
Clearance Committec will be aos follows:

8. Each intercsted Burcau of thoe Hovy and Supply Arm or Service
of thoe Army will designato a contact officer who will obtain decisions from
his own chief and transmit samoc to the Committoc.

b. Foreign buyers will first ostablish comtact with the State
Dopartment, After approving their credentials, the State Department will
refer the foreign buyers to G-2, Wor Department General Stoaff, or Office of
Noval Intelligence, Novy Department. After proper identification by the
intelligence services, foreign buyers will be reforrod to the chairman of [
the Committoe,.

£. The Clearance Committec will refor oll items desired by for-
aign bwnrn to the chiof of the supply arm, sorvice or burcou concerned for
consideration of the relcasc stotus of the itoms with rospect to military
information. The chief of the supply arm, sorvige or burcau will notify
the Clearanco Committoc diroct concorning all itoms of American design
which have praviously boon roleased. JItems not proviously reloased will bao
processed in accordance with present practice, the industrial features of
the proplem being presented by the Army and Navy Munitions Board in accord-
anco with the recommendation of the chief of the supply arm, service or
bureau concerned. The decision of the Secretaries of War and Navy on items
which have not already been released will be transmitted to the Clearance
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Committee by the Office of Naval Intelligence or the Military Intelli-
gence Division, General Staff. It will then be the duty of this Commit-
tee to obtain the final action by the State Department on the specific
equipment involwved.

d. After clearance of design is settled, the Clearance Com—
mittee will then suggest, on the recommendation of the interested supply
agencies of the War and Navy Departments, several sources for placement
of orders, due regard being given to our procurement program and the beost
interests of industrial preparedness.

B, Foreign buyers will be informod that munitions orders must
be placed with registered manufacturcers who will be required to obtain ox-
port liconses, both of which functions are administered by the Divieion of
Controls, State Department.

f. Close liaison will be maintained with the Division of Con-
trols to keep informed as to export licenses issued and to secure such
other military information on munitions transactions as may come into the
hands of the State Department.

For commercial items covered by military specifications,
clearance for release of specifications only will be required.

The Clearance Committee will also lend every assistance to
foreign buyers, if so solicited, by recommending reputable sources for such
ordinary commercial items as machine tools, whoere development of productive
capacity has a vitanl effect on industrial preparasdness,

h. The military intelligence services will act on requests to
vigit Government plants, proving grounds, commercial plants in which
Goverment orders are in process, or to examine military items, in conform—
ity with their usual routine in these matters; the Clearance Committee will
arrange for contacts and visits to commercial plants not executing Govern-
ment orders.

i, The Clearance Committee will gather information concerning
foreign orders in this country from the State Department and other sources
and furnish same to interested agencies of our Government.

Js The Office of the Secretary of the Army and Navy Munitions
Board will be the office of record for the activities of the Clearance
Committee, The files of the Army and Navy Munitions Board covering plant
allocations will also be posted with sugh information as is applicable,
Such statistice as are necessary will be prepared by the Statistics Di-
vision, Army and Navy Munitions Board.

k. A file will be kept by the Clearance Committee containing
s full record of all conferences, agreements reached, and other business
transocted. It is essential that all verbal conferences, in particular,
be accurately reported in the files.

1. In general, Army items will be considered by the Army mem-
vers, and Novy items by the Navy members in accordance with the policies

and procedure outlined above.
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mmﬂaﬁhmummumwm
Fxcellencies and Messisurs the Chiefs of Mission end hes the
wumrm&-tutmuw-nahwmumm,
wilch is charged with the duty of coordinsting governmental
ncﬂunmuunﬂmmmnmmmmmt
nmﬁﬂmmmmdmmmhwm
ments, to create additional menufacturing capacity in the United
States and to protect stoecks of streteglc or critical materisls
sccumilated in this country, is desirous of learning of orders
:}ﬂchhlnhnwnyhpllmlnuulmtryh}rﬂrﬂmm—
ernsents for all supplies for military or naval use. It desires
ﬂdlhfﬂ.ﬂlhuhthltitﬂyfulﬂlllhhﬂﬂumb—
lined above without causing eny unnecessary incenveniesnce to for-
eign purchasers.

It would be greatly appreciated, therefore, if the Chiefs
ufmmmmttmu-mmuwmuu
the Division of Controls, Department of State, for trensmission
to the Army end Navy Munitions Board, information in regard to any
unfilled orders for all supplies for militery or naval use which
may have been jlaced in the United States by any purchasing agests
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of their governmente. It would also be appreciated if the Chiefs
of Uiseion eould from time to time informally comsunigete to the
same Division of the Deportsent information in regard to orders
-hiuhmhphldhmlnthfﬁhﬂhr-rmulh:lﬂh of
thelr govermments. A11 much information submitted to the Depart—
sent for the use of the Ammy snd Navy Munitions Board will, of
course, be considered us strictly confidential.

Departaent of State,
Washington, Novesber &, 1939.

811.24/1170




HILITARY ORDER

By wirtue of authority vested in me as Prasident of tho United
Siates and es Cosnmander-in-Chief of the Army azd Navy of the United States,
it is hereby crdered that (1) the Joint Army und Navy Board, or;gnized to
gecure complete cooperation and coordination in all matters and policies
involving joint aetion of the Aray nud Nevy rel=tive to tho national defense,
(8) the Joint Econoir® Board orpanized for the purpose of effecting economies
without loss of efficlency, by the elimination of overlap or the simplifi-
eation of functione in those aptivities of the War and Nevy Departments con-
carned with joint operations of the two services or which have approxi-
mately - parallel functions, (3] the Aeronautical Board organized for the
purpose of securing a more complete measurc of cooperation and coordination
in the developnent of aviation of the Army and of the Navy, and to provide
an agoncy for consideration of aeronsutical matters, and (4) the Joint Army
and Navy Munitions Board orgenized for tho purposc of hermonizing the plans
of the Army and Navy for tho procurcmont of munitioms and supplics for war
purposes, now fuactioning by understanding botwoon the Sceretary of Wer and
the Sccrotary of the Navy, shall herpaftor exercisc thoir funections for tho
purposes aforosaid under tho direcction and suporvision of tho Prosident es
Commandar-in-Chiof of the Army and Navy of the United E‘Fut-ou.

This ordor shall bocome effoctive on July 1, 1939,

FRAMKLIN D, ROOSEVELT

The Whito Houso,' C. in C.
July 5, 1939,

(F. R. Doec, 39-2343; Filed, July 6, 1939; 11:06 a.m.)




EIETROET

gevelt Libray)
WAR DEPARTMENT UECLASS rIED
OFFICE OF THE ASSISTANT SECRETARY Ef i
00 UK. s200.% (s/an/mey

’ WASHINGTON, D. C.
Date- 2~ u/a'f
Juna 30, 1939

®at 7, Jff;h..

MEMORANDUM FOR THE PRESIDENT.

In the past few months, the pumber of requests from foreign
sources for assistance in procuring military supplies in this country
has multiplied. It is probable that these requests will increase

materislly in the near future and it now appears desirable to establish
a definite procedure on the subject, to assure organized cooperation
+he securing for our owm

in meeting these requests and to centralize
use of such military information as may be obtainable from these

BOUrces.
The cooperation required from us will be chiefly in obtain-
t drawings of ordnance and aircraft

ing suthority to use non-secra
orders for the desired items can best

materiel and in suggesting where
es. The judieious distribution of such

be filled from domestlic sourc
uut.rymbcndtt.nnrnlnrrutmm

orders to domestic ind
in advancing our own plans for national defense.

The matter in question clearly pertaina to the work of the
Army and Navy Munitions Board. It is therefore recommended that you

mthnrluthunm'dtapu.supunuﬂh
assistance in such a manner
ts will be referred to the Board through

Government departments in
and particularly with the Division of
Stats. X

> v

This memorandum has been seen and approved Iurt-“l' =
Secretary of State. N

CHARLES FDISON JOHNSON f
The Assistant Secretary of the Navy. The Assistant Secretary of War.
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