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January 15 , 1937 . 

Memo to Pres , 
From H. Morgcnthau 

Enc . extract from Cochran's cable of Jan . 12th reporting 
conversation \rl t h Schacht, 

SEE--Germany-Foreign File-Drawer 2--1937 
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THE SECRETARY OF' THE: T REASURY 

WAS H INGT ON 

\ 
Janu· ry 21, 1937 . 

'y de·.r Llr . PresiC.ent : 

I ac: inclosin.; herewith clipping 
from toduy 1 s ;!el'l York 'Iim<'s which I thir.k 
throw~ considerr.ble li,;ht on the fin;.nci&l 
situation in Japan . 

Frt.nkly, I am nui tc '.'lorricd t>bout 
the Jopanese situation t.nd I nm elaine 
everything possibl e to be p1·epared fo r 
any emergency such as th<' possil•le de­
prech.tion of the yen . 

Respectfully, 

The Prc:;ident, 

The '''hi te House . 



JAPAN CLARIFIES I 
EXCHANGE CURBS 

Sl)l lbt D~to<UIIltl Htn In 
Oottong Yen Wll Be En6ed 

by New Ro!IIJ]atlona 

111 

I 



.. 'nle &road <1\MI.UO. Ott Japan'• 
lt1lun.11.Uon.a.l l>l.l.t.nca of l)a)'m4nl.l 
will be ta.ku up iatar, 'fbe ro.,.ro­
ment 1.1. ftOW UMmi:>Ub$ nuttrta.l 
tor a l"ll'ltraJ ravlaw preparat.ol')l 
to meuu,... to tmprova Jap•b'a 
b&lanca, A P'rt from I'MtrletJoc ot 
lmport.a or Inc,.... ot o-port4, lba 
JOVtmmant hu oert.Jn ~-ure-a 
tbat OUL bf Uted to lMN.n tha atuJ.n 
on tht ueMr...-u. 

":1'0" .,..I'I'IPI•t the to"'rnmant t.­
bM.n. anowtoc .raparro ... eom.,...-.. .. 
to buy out tor.~ ho&dln.1r1 tn Ja~ 
a-. 111~. &lid U. h.u lnta,... 
.USN! tlM .crua oa Usa ltRbup. 
Jt hu b.en euru.Uad.'' 

OO..mor J'u!UI, In -.n lmPQI't&3t 
,....,., dec.l&rtod lhl ,.., would tt. 
.,p.P(Irted at the prHe.n.t lt'Vtl, 

"Bab. ( tbt J1 ~ta11c. x.tnuqrJ 
b ... ottJdaUl 4.c.luifd lbat '- Ole 
I C'YII'I'II'Illtll& po!ley," ha aa.ld. "No 
ouln Ja~ now tblnlu of tu.rulou 
ctaprldaUon. J:,.n txporttl'l wbo, 
wbe.n JaPI-ft l.en ro-14. wa.atecl ~eat­
er dava.lu..Uon. !lava dla.Q.a:ed lbottr 
a tUtucta, Ollr policy aim.. at atabll).. 
M.tlcm, Tbo.e re,rul.&tLoa. ar. (Q. 
tended to P""V'enl Duduauon. all4 
cUm.l.n.~ mol'tat.uy uno.rtakt.ty,'• 

Govt.ra.ent Be.4y eo Act 
ln lblt conn.etlon, It wu lu.me4 

trom OU\tr r.ai.Ula aourc., lhal 
lhe fOVtl"'''ll)tnt ,.. enn ,,...,..,.., 
to- uport fOld, tf nee_,.. lO t 
malnt&ln tb• Ytft. Japan'• cold ,... ~ 
Hrv•, thou.rh .un otOdally valued c: 
a t NO,OOO,OOO yea, ta worU!, In pr.... D 
•at eun-tncy, more tha.n 1,':00.000,• o 
000. Thl• provl4u oompl•"- cover- C 
..,. tor the Mtl '""'· now appl'OXS- ~ 
=~ }r~·ooo.ooo ·~ 1 ....... 100,. 

Taklnl' aU tb• (acton llu.o &e· 
eOollnl, (oreJrn baaken here aectp( 
'-t'l6 .:ove.rnm._n~·· .. un.nce.e lh&t 
t~ yeo can be a:~aiDtalnecl Cr.t trom 
·~ •u441n ar •ktl<tnt (1\ICtu.-tlon., 
IJ'hi.l eonJWenoe, bowtver, l.l not 
vnllmltfd nor unrutrved., The lm• 
med..,te dlrtleutt"' e.uJOed by tllle 
~b of ep.eelo\SaU¥e tmporV ean M 
nltevtd by npJallona. but tbe 
tur,lle.mental eau..• Of the yen' • 
-..lln- Ill d.Mp.r, 

Tbt.rt '• 51n111.ne ttar tll..t coDo 
t h;\&a.Qft o f h•¥)', unprodiiC-tlv• 
Bt.a.tto 1apendhu ... nnatloed by bol'o 
rowiD• wtll ultimately t nnltd~ly 
t-604 to•ard iftna\Jon, Japan, llllt 
C.rmafl)', hu pl•nt;r ol ekJilM 
tloancJe"' •ho rtalll1 th• clanaer 
aad ...UI UM aU lniiU)I to prevent 
Olftlt from the YtD. Tl\ .... 'Will lft>o vor.. nee...._ry m .. uur• or eon­
t rot, •bJ~ eal.'l banUy be exuc:t..ed 
wttbout ch.ekJn.- tnttrprtM a.nd 
u)UCta.tel.)l af;ICtntuau,.. tbe tvft. ot 
lh1 •lluatloa, 

'l'ra4e at • ltuddl 
•rn.•~t .. ....__ 

TOKYO, Ja.a, I0.-.11.pan'1 eoLin 
lmport lradt. tnduciJn.: b•r CIOIII• 
metoe 'Wit.b tb• Uollld iJu.tet, wu 
clltdoted locl.ay \o havt boee:O al a 
tt.and.ttUI 1tn~ Jan. &. when the 

r.:"-rnment took over oootxol or 
oreJcn ••el1411r-. 
Ba.nke,. dl10»oHd thet not oat·~ 

Pllc.t.tlon ror lmport~, lnto J1~ 
bad be•n ll"''lt't.cl ta tbe al~Met two 
wHlu tlnce a.a uchan.t• control 
0-rdlnar.c. wut Into ttttot. 

AJO.o'll&b llO Amtrloan. bu.tln111 

:::-; =.!~n~awl:~'!' u~:4 
8&.tft Em~....,. but, nlllorlt&Uvt 
IOUrcH dt<Ja.ncl lb._... wu no tn(ll· 
cellon. wt.•o lrad• WO'I.IJd ~~ ' '" 
•tortd. 

NO OSALINO$ IN YBN HERB 

~IICIIdCttll f..- PetmJll T'lloua•t 
tO Havt ACCIIIIIWIIttcf Ia J apa• 

0..1.111,. In tbe Japane11 flit 
UI!Hto • lluid.Uil he"' TN'•rday. 
Ito fer u OOUJd be; 1-.med at tbe 
IM4Jnc Mall .. ao tnn .. euon. wen 
dOflt aa.d q\IOtatJODI Wet. Uft(ltl"o l .,,,. 

Tb• w.rreot \lll<!tf1.a.lnty over 11!1• 

t:-'•nttue« • hp Tll.lrtT-cllrM 

Jmf YORX TlllllS 

1-'l.l-3 ] 
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TREASURY DEPARTMENT 

WASHI NGTON 

My dear Mr. President : 

Retereneo is made t o my letter to you dated Oct ober 24, 

1935 relat ive t o certain 1nformst1on transoittad to you and in 

turn paeae<l on by you to the Trensury Depart:ent to tho ettect 

t hat one Jules Bache had treosterrad aubatantia.l ~· ot Ma 

fortune to Naaaau tor the purpose ot put t i na it beyond the 

r each ot thn taxing authorities . 

You "'ore informed i n that l etter that , although sil:lihr 

charges 1nvolY1ng persona colllleeted with 1. S. Bache and Com-

pany •'8re 1111de to the Bureau ot Internel Revenue during the 

y~ 1933 and auch charges uore , otter careful inveotigotion 

by internal revenue agents and ottioialo of t he cuRtoma, f ound 

to be erNneoua , tho Burenu hnd boon directed t o mnke l\ supple-

mental invoct1gnt1on to determine ~nether there is any boala In 

teet tor thu !nto=atlon t renamittad to you. 

I hc•e now received a r eport troa Deput y C~se!oner 

Russell aummnrl zine the reeulta ot a thorough investigat ion by 

a revenue agent , covering the taxable years 1932, 1933, ~nd 1934, 

of the t1nano1al affairs ot Jules S. 8aoho individually, end 

-( --
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also or tbo pal~nera ot Jules s . Bache and Company , other in­

dividuals connected v.1th tbet tir.n , e.nd certai n foreiSJl cor­

porations wit h which Mr . Bacha is closely assoeiatad . The 

o.gent ' a repot·t disclosed some possibl e additi~nal tax liabil­

ity in the cases or the various partners of J . S . Bache and 

Compooy but did not disclose any t ax liability i n any or the 

oases investigated which was the r esult of att~~pts at tax 

En'e &ion. 

Mr . Russell ' s memorandum, as l7ell &s the r8V'enue agent 1 8 

re9ort , are availabl e upon request ahou1d you desire t o aee 

them. 

Tho Presi dent 

The l'lbi t e House , 



January 25, 1937 . 

lo!er o t o Pres . 
From B. Norgen t hau 

I n r e- visit from Chinese Amb . who gave him secr et and conr . 
message f r om T. V. Soong who wanted Morgenthau t o know 
that a t tached ar t i c le ln N .Y .Times - hee.ded- ANTI- CIJIANG 
PLOT IS LAID TO NANKINO-.. $s true s t ory of what had t aken 
pl ace in China rooont l y . 

SEE- - China- Foreign Pile- Drawer 2--1937 



Letter to Pres . 
From !.lor gcnthau 

Januar y 26, 1937 , 

Enclose s cabl e f r om Bill Bullitt and copy of his answer 
t o h im. 
In r e - Rue.ff stating tha t favorable progress was being made 
i n the negotiati ons for the loan in London of four 
and a hal f to fiv e bill ion francs to the French railroads . 

SEE--VIm. Bullitt- Foreign File- (S ) Drawer 2--1937 



Thle seems to be a 

•tter ao personal ~ J'OU that 

I knOll' 7ou trUl want to help 

70ur old trlend Mrs. Ralne7. 

Oona1der1ng the lOftS aeparatlon, 

I aa aure J'OV Cl1Dor would not 

•1D4. 

r. D. R. 
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MONDAY, FEBRUARY 8, 1937 
( 

All Is Not Los\ 
.Aa louder &TOws the outcry aplnst ~ 

the President's ourr .. tion that the J 

Supreme C<>urt be rejuvenated, more ~ 
reasonable does his aurr .. tion appear. The 
oppoo!tlon rises to chorus the misinforma­
tion that the President Is attempting lt 
boldJy to do eomethin.f unAmeriean. 

What the President is doing ia exactly ~ 
e8natitutional, so much so that the constitution itself plainly !\: 
aboteo that the President, with the consent of the Senate, ot 
ma:r appoint Supreme C<>urt judges. And It does not aay 
how many. •·t 

On the other bond, nowhere in tbe constiLution does It ;y 
the Supreme C<>urt boo power to nulltfy ado ot .u 

. Tho eourt just took that power to itoelt. f?ru l- ~ 
Roo&eve)t r. not even challenrlnr that condition. 

No man can succeufully deny that Preoident Roosevelt In • 
is attemptlnr to pod the eourt in the hopo that his pet legiala- • 
t lfn may p:t a more aympathetie ear. But does anyone sui- ~ 
oaaly believe that President Roo&evelt Is .JOinr to pack the :~ 
court with rocb or faeelsta 1 ,.. 

The wont that can be uld "' that the lerflllatlon he .... 
would have approve<! mlcbt be clongerouoly. experimentaL c 
Here oeems to be Juat eritfdom until the fact Ia realized that, ";. 
ftnt. the Senate would have to conllrm the appointeeo of the u o 
ptaeldent; eecond, It ill unltkelr that men (or women) who ~ 
h&ve reoohed Supreme Coart ateture would eell out thetr 11 • 

CGUntry. 1: 
. Finell,r, all ill not k»t. The low enlor.fin.f the court cowd 

be repulecl end the court cut down If danpr tbreotene<l. .,: 
To .lie C&DdJd, wba tha Susnm- Court, rlcbt or wronr, rule<! """ 
thai neither federal - atete __..to had the ri.fht to ..,! 
~ ...., .. end ~ f.- lndaatrlal elqlloltotfon, the -
mtJQdt7 who 10 'roted outnpd the -of Juatlce of mony C' 
._;,_ c1t1uaa. To briar Uoat tbJa balnpltttlnr 
dlatblclloD, the court lmJIIIodlT .alovld - end ehlldren ,,:· 
b:r rt10rt to u (14th) a......._t wbJcb wu poued In 1869 ~ 
to coneolldate the tr 11 ' of MDI =-•ted lila-. ...., 

F- DOt, the npabJte Ia DOt plloplq to 1'11111. ::"~ ·-



TH E WHITE HOUSE 

W ASHI N GTON 

11.-orandma rar 
1'be Secretarz ot tbe lfn&!U17 

Pleaae Tflrl con1'1dent1~ let 

• baTe 7our alant on thia. 

Enclose s- Letter to Pres . f r om Cor dell Hull 
Dated- March 2 , 1937 
In re- matter of China Consortium Agreement 
of 1920 . 
Letter enc . f rom Amembassy , London , Eng . re­
lating to s ame thing- Dated- Feb . 26 , 1937 
Draft of letter for Pres . approval to 
Amembassy in answer to their s of Feb . 26t h 
attached--not s ent - still pending Pres . 
approval . 
Enc- 6page memo on China Consortium- letter from 
Atherton attached in regard to it . 
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THE WHITE HOUSE 

WASHINGTON 

' 
AprU 8, 1837. 

MEMOMRDUII roa 
'fBI I&ORftARr or 'filE tRIUURI 

WUl 7011 ..,eak to • 

oont14enUall7 about lenawr 

00pelan4? 

r. D. a. 



--THE WHITE HOUSE 

WASHINGTON 
\ 

MBy 26 , 1937. 

MEMORANDUM FOR 

THE BEORF.TARY OF THF. TREASURY 

Wi ll you look into ~· 

quali f i cati ons ot Mr. Temple w. 

seay t or Boar d of Tax Appeals 

or some si~ilar position? He 

i s a residen t ot the Di strio\ 

and a Vestryman a t ~ ohuroh. 

F' . D. Ro 

Mr . scar ' s business addrese is 
Board ot Tax Appeals 

and his home address 1s 
3118 - 46th Street , 

Washington , D. c. 



W A SH I NGTON 

May 26, 

~y dear ~. President : 

Complying vdth your request I am 
sending you herewith, by hand, a report 
on our recent invest igation of income 
tax ret urns for 1936 and letters of t rans­
mittal for your si gnature to Senator 
Harrison and Congressman Doughton . 

Mr . Magill and I will be pl eased 
to call on you any time tomorrow morning 
as convenient for you . 

Fait hfully yours, 

The Pr esident, 

The White House . 

, 



1IX July 1,111~7 . 

On Ill)" return trom the wedding laat ni ght at 8:,5, I fOUD4 tile f ollowing awaiting u a 

(f....X'I ) - •LOBDOII (Undated) Beoelnd 15:38 p .m. June ~0 . 
To Seoretary ot 8tate: Urgant and Rueh. 

Par Treoeury from Butterworth. 

Ineamuoh ae telephone OODDaOtioD was 80 ror and British Treasury has now illformed me that they f ee that a deohion by Jeo . IIOrpntbau tollight, ragardlen ot the taot that it will not reaoh ben until the early houra ot the morning, ia highly deairable (Repeat highly deairable) I am putting on the direot wire the Ch&noellor ot t he Bxohequer•a meeaage to the Seoretary ot the Treasury, together with the Oh&Doellor • a propo.ad reply to Bollllet. 
Tbe toz.er r ead• •• followe: 

•1 hew reoeiwd written reply tr- Bolllle t topther with further oral uen.ge to-day. Ght ot hie etat-nte 1e that Prenoh qD: equalization aooount oan and will obtai n gold traa but ot Pruoe tor purpose of supporting truo and t hat it h not their illtention to allow truo t o fluotuate without control. On the otber haD4 they uUoipate a drop titleD martete reopen. Ill their new pre­exieting arrange.ente for teohllioal cooperation between ezohaJige tunde ou be re-d with eole ditterenoe tbat ftano will not be bel4 within prenoue pl4 liaite. Tiley preancl atr~ for repq to-day u to 1111ather we repr4 thie new 4epert11H u o.tng within tripart1 te 1101111tary asre ... at. While tbeae ezplanationa .ate poeit1on olearer in oert&1n d1reot1ou there h of oouree no oertaiaty ae to lewl of whioh truo Will be allo11e4 to fall or ae to euooeae with Whioh they will oaatrol fluotuat1- there­attar. II)" teelillg 1e tllat it will be 4ee1rable to oonUnue arrua-nta UY1eage4 in tri perU te 110netary agreaent for preaent but it will be 1apo181ble to 4eo1de on our final attitude until w haTe - ezperienoe of what happeu. I a llllld.oua to aftid a poeition 1D Whioh we ahould UllOWioe that tripartite 1101111tary asr-nt oontillUad in full foroe u4 then on t1111l1Dc tllat tha eituation wu dewloping on unaatiataotory linea ehould oureelwa be oaapalle4 to appear later u br1J111ng acre-nt to u ellll eo tar u t1J1 J'n.lloe 1a ooaoel"M4. I ahoal4 explain tbat it ae .. to u tllat the aele qaeatiOD wllltllu' tlla fz.no ou be aut&1ae4 u4 theret•e wtlether Jranoe ou oonunue 1u14e tha 



ijtqe ~IJite ~ 
llul!brgbm Dbeet 2 

tripartite IIODeWrJ' aue-nt 1a 111611117 gonrned bJ' the 
real! t7 or otherwise or the budgetary retoraa which the 
new Frenob Government are ~w toreabedowtng. UDless we 
haft eome oloerl7 defined point at which they can bold the 
tranc , we aboul4 be powerleea to intervene in the whole 
mat t ar . With tbia in mind I propose to send tollowina repl y 
to Bonnet it J'OU see no objection•. 

The 4ratt reply to llonaieur Bonnet, r eads as follows: 

"ne Chancellor tbanlta llonsieur Bonnet tor the me .. ages 
o•••nn1oated to-da7 b7 llonsieur Konick. In view ot the 
insiatant dallllda made i n the British Parli-nt tor an 
1JIIIe41ate stat .. nt, an4 beanna 111 mind the representa­
tion~ which Konaieur Bonnet made, the Chancellor this 
atternoon made fo llowing statement in the Houae or Commons, 
ot which be understands Monsieur Bonnet alr ead7 baa a cop7. 
The Chancellor is glad to have t he turther indi cati ons 
g1 ven of the meaeurea which the l"rench Government propose 
to take in cozmeotion wit h the exchange value or the tranc. 
He baa noted tbet the French lqualization account both 
can and will obtain gold troa the Bank or 1"re110e tor the 
purpose or supporting t he tranc henceforward , .lt the same 
tima the Chancellor 1a not UJ1118turlll7 am:ioua as to the 
tm.ediate poei t ion wbioh ma,- ariee following the reopening 
ot tbe market wben 1 t ia anticipated tbet a tall in the tranc 
ma,- take place , The Chancellor cannot conceal that a .,.,._ 
mant or this kind ma7 cauae considerable appre-.nston 1n 
thia countr,. and will render Bh JlajestJ'' a Gonr~nt • s 
position difficult. Tbe Chancellor bee noted that it ia 
llonaieur Bonnet'• intention to conti nue the sama t7pe or 
practical arranc-enta tor managemant ot the tranc aa 
have raoentlJ' been in force in cooperation w1 th the Bri tisb 
8114 Un1te4 ltatu authorities. In new ot the general 
obaraoter ot the decision reached b7 the l"rench GonrDIDellt 
111l1ob, u iD4icate4 1D hie ••ace ,.ater487, the Chancellor 
fHle M7 have 110re eeriou reperou88iOD8 than the l'raob 
pvei'IIMJlt bave .. ~. tbe Chancellor cannot avoi4 
&PJII'eheneion both on the eoore of the level to which the 
traDo •7 tall an4 on tlw ditticul t7 or controll1DC 1 t aD4 
Jw r-1ne tor Ilia pert unoerta1n bow tar an4 in Wlwt ftJ' 
the author1t1ee 1n th1e oountrr woul4 be able t o continue 
reciprooal arranss-ente on the lines which have been followed 
up to aow. Be oen ~ _ 811of888t tbet the denlo~t of 
the •tter IIUIIt 'be oeret11117 ntcbe4 and turtller oouultat1ou 
take plaoe u soon •• 1t 1• M8D bow tlw aobana& lituat1on 
or the truo aotullJ' develope 1n the s.-diate fUture. 8o 
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Jlulthaglon 
8o te:r u under the propoeed erreDgementa the tranc ie 
kept relatively steady and not too tar trom recent level , 
he ia williDS that the practice under tripartite monetary 
agre-nt should continu. ~ he would l1n to mow 
before buaineee opena on the lat J'uly to what preo1ee 
level aa compared with recent weeks Monsieur Bonnet will 
allow the trano to move .• 

BINGlWo!. 

£rter three houra work with the aaaiatanoe or the 
tollOwiDS people, Mr . 1fayne C. Taylor, Ur. Herman 
Oliphant , wr . Clarence Opper , llr • .Archie Loohead, Dr. 
Harry White, Dr. J'aoob Viner, Dr . Winfield Reitler and 
Dr. Herbert Feiea, and the especially able representation 
on the pert or Mr. Butterworth, ot the .American Blllbaaay, 
in London, I telephoned at twelve o'clock Baatern Standard 
time, the following meaaase to Butterworth tor Sir J'ohn 
Simon. 

( ~ \;"'>1 -Thanlt :rou tor the expreaaion ot your rtewa tranami tted 
~ to me on J'une 2g and 30. ,I regret that a brief absence 

precluded an t.a.diate comment on :rour propoaed reply 
to lfonaieur Bonnet . 

Taking into oonaideration the 11111 ted time w1 thin 
which lfona1eur BonDet waa able to operate and the 
extr ... dittioultiea ot tbl situation which raced him 

on h1a err1val, I feel that h1a failure to consult completely 
with our two trea.ur1ea ia understandable. 

I ahare :rour appreb.ena1on over the reperouuiona 
wh1ob might ar1ae trom an undernlued or unduly tluotuatiq 
trano , but I belle.,. that we oan beat minimize theae 
4ansera by aToidiq1 in-aorar aa poaaible, any move on 
our part wh1ob m1sht add to &117 lack or confidence in the 
tuture ot tile trano. 

In the preaent Juncture ot world arta1ra, I truat :rou 
will agree with 1M that 1t 1a or prime importance to 
preserve the benet1o1al etteota whioh resulted rraa the 
tripartite declaration and 1ta enau1nc e:rrans-enta . It 
WU thua demonatrated that sreat &..-.ratio natiODI 
could, with ntual oonti4enoe, create and ce:rry out 
oooperati.,. meaaarea. 

In new of all theae ooui4erat1ona 1 it 11 my oonrtc•­
ion that every reaaoubl e effort lboulCL be made to man 
it poaaible tor Jranoe to continue aa a participant in 
the tripartite declaration. 

It ia therefore my a1Doere hope u4 4eaire that :rou 
an4 I may preaent to llonaieur Bonnet aim1ler 11eaaasea 
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Jlullbtpn 

aomewba t aloug the followiDS 1111 .. : 

Now that t he French Kin1atry of Finance baa been given 

the powers wbich it aougbt to meet the present situation, 

I look forward to a continuation ot cloae cooperation 

between our treaauri ea UDder t he t ripartite declaration. 

KaT I expre .. to you the aincere hope that France will 

aoon emerge from the t emporary difficulties with wbich 

abe ia now contronted. 
At aeven o 'clock th1a morDiDS Butterworth telephoned 

me the tollowiug meuage from Sir John Simon which I took 

over the telephone and ia consequently not let t er perfect: 

(Inaert ~ ) 

I em moat grateful tor your meaaage . I tully agree with 

you aa to the importance ot preserVing the benef i cial 

effect ot the tripartite declaration. 

I am aen41DS to llr. Bo1111et a meaaage in the terma you 

auggeated and I am tell1DS him that I Ullderatand that you 

are aendiug a similar meaaage aDd that I auggeat that 1t 

llr. Bo1111et deairea and i t you agree, the two meaaagea 

should be released aimultaneoualy at 5 p.m. London time, 

t or publication. I should alao like to have you consent 

to aay in the House of C011111ona at any time attar ~ p. m., 

that I have aent th1a Maaage and that you have eent a 

eimiler meuage. At the ame time I am eending to l.!r . BoDDet 

a oontidential, personal meeeap along the linea ot the 

draft oOIIIIIIUIIicated to ,ou yes terday wi t b the aubat ance 

of wbich I ae._ you are in p~~eral agre-nt. The 

poeaibil1tiee ot maintainins with the French authoritiee 

the full measure ot cooperation env1aaged 1D the tripart1 te 

agre-nt and prestige ot that declaration i n the eyee of 

tha warld auat, I feel, depend on the tranc beiug kept 

relatively etable at a r ... ODable rate, and I feel that 

you would agrM tor .. to tell Bo1111e t frankly ot m7 

conv1otiona S. 011 thie . 

At t : lll laetern Standard time I pve out the followl.ng 

meeeap to tbe aerioan preee. I have eent t o Finance 

111111etar BoDDet of Prance which 1e i dentical 111 th a meeeap 

beiDC eat by the Bri thh Gover-nt . 

(IDeert 4.) 
••ow that the :rrencb 111111a~y of FiD&DOe baa beaD g1 ven 

tbe power• wbioh it eou&bt to aaet tba preeent eituation 

I l ook forward to a oontiDUation of cloee cooperation 

between our treaauriee UDder tbe tripartite declaration. 

J&a7 I expreee to :rou tbe e1110ere hope that France 11'111 



soon emerge :rrcm the t11111porary dU':ti oulties with Wbich 
ehe is now con:rronted .• 

I was sorry that I was unable to reach you on account o:r 
your being at the wedding. I sincerely hope that the action 
which I have taken meets with your entire approval . 

!Oenry Llorgenthau ,Jr . 
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DuA._TroUJ~f 011 STATE 

TH£ SECRETARY 

J\J17 1, 19~7. 

R•eotottully retu~:ned to 

the Pree14tnt •tth the tbanke 

ot tbe 8ecretuy and Under 

8eortu.ry. 



• 

TREASURY DEPARTMENT 

I N TI: .. 0,-,-IC• COMMUNICATION 

o•n July l S, 1957. 

TO 

):r . llaaa 

Subject : Japan and u. s. cotton. 

1 . Japan 1mporto abovt 2 billion poundo of cotton. One-third 
by quantity and .U..oot one~holf by nlue cCEea frCIII the United States. 
Tho r emainder, al&oot 81\t irely abort otaple , cottee chiefly rrco 
B.rithh India. 

1956 
By n.lue 

United 9tatea 
Br itiah India 
Et;ypt 
Chin& 
Africa , Bra•il , etc. 

•• per cent 
57 • 

5 " 
2 " 

12 " 

By quantit y 

33 percent 
50 " 

4 
1 

12 

" 
" 
" 

2. Indian cotton used in J apan 11 the abort staple n.riety ""1ch 
ean be uaed only 1n the coaraer yo.ma a.lld olcths. 1bovt two-t hirda 
ot J apan' o output coodsta ot theae ooaroer clotho and yarn a. 

S. About one-third ot Japan' a cotton mo.ch1nery uaeo lo~ .taple 
cotton, but al.Jr.ost all of it can n ry easily and quiokly be ad&pted to 
use the aborter .taple. The abaonoe or .lmer1can cotton would lower 
t he quality ot t he product but would not affect Japan 's &bility to 
pr oduce cotton manutaoturo• . 

4, If J apan ooul d not obtain U. S. cotton, 1/S to 1/2 her ootton 
induotry would have to preduoe ooaraer yarns and cloths, or obtain 
len& ataple cott on frcm ! gypt , Bradl or lnditL. 'l'heae throe oountriea 
together produce three taeo tbe ocount or l001ger .taplo ootto11 re­
quired by Japan . liOW$VOr, J a pan would haYe to oaopete with textile 
induotriea of all other na t i ons i t ahe had to have her ouprly troo 
those eouree1 . Moreover. Egypti.u ootton 11 much a ore expenai'YO than 
American cotton, ""11• a:oat or the Indian and l!ruilian l onr; otaplo 
i• or poorer quality . 
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5. Japan' s exports of cotton yo.rna ond cotton textiles in 1936 
.,ounted to about 560 million yen , or about 20 percent of her total 
exports . or thie 20 percent of her total exports , sanewhnt more than 
a half consists of cotton goods manufactured r r ao American cotton. 

6 . Conclusion : 

If Japnn is not able to obtain cotton from the Vnited Staten, 
a mt!..:dmum of 10 p01·cont (or $90, 000, 000) of her exportc will be 
affected . She oa.n reduce this per centage by: 

(l) Using up her stocks of American ootton. She now has 
f r an two to three mouths ' supply on hnnd . 

(2) By bidding higher for more Egyptian, Br azilian and 
lndien long staple cotton, ca11sins Great Britain and 
Europe to take mor e of the American cotton. 

(:;) She could shift i'rm the finer to the coarser cotton 
y&rns and ol oths . 

(4) Possibly "bootl eg" American cotton in tho fom of 
oott.on yarn manufactured in o. third ooUDtcy. 

These alternatives woul d make it l eon profitabl e for Japan to 
export finer cotton t;oods , but in tine of war prot'it nbility is o. minor 
factor . 

Altogether , Japan ' s inabi lity to obtain cotton fro. the U. S . 
would not seriousl y i nt·erfere with her economy, would not subatnntially 
lower her etando.rd of livin(s, and would not significantly hempor her 
pcrtrer to oonduct e. war . 
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Yy dear lr . l'resiuent : 

It •. c·s extremely ~oifficu...t t.W.s tim~> to ~&ke 
Uj) u y mino. ~ss t.o ,,hr. t .. ( s the best. oiind of ecuri tics to offer tne nolders of tne nturinr notes, es the 
£ ... vice trn.t I r~:ceived .rs very muaaled . no c:ver , 
naving made tile decisi on, I nov. reel confident tlu. t the 
financing will he a success . 

Tue con~y ..,:.rkllt in r:e• 'iork is extre ely ~1ght 
&nd "1.1.1 get .oore so t. s the cro s nee in to cove I n vc 
rt:t son to b~olicve thr. t tuis is not "is .let sing to tne 
~ew York bankers . JI . Ronson , feting Ch&irmtn of tho 
~ederal 1\eserve Boera, lo.Jproac>1ed Jl; toda) in t•ehal!' of cJr . t.ccles Lnd n1msel1 , t nd th~;y loth fc~;l thL t y;e ;,u~t 
do !:O e th.illi t.o e;. se t.u .. mon~:r .. t rk~o t E. "I; •nee. I c lr. 
COIIIJ)hte egreen.er.t "~<itn t.nem as to the need of so e L ct1on on t he part of tne feacrul Govern.mtnt . I 1m 1:0, ef..U. thr t 
by th~.; end of tno .. ec.t e .vill be in agreo:nent as to 'llht t 
the best progr~Jm should be . I woul<.. likl to ht>ve an o , or tuni ty to lty it b£fore you on !· ridL" , the lOth, 
E.S I think "· snoul ... ~nnounce !t on ~ondt;, , the 13th . 

.. aen I see you I c.lso .. oulc. lLtc to hove a • ~ntirL l 
t~lk with you c.nd have you bring me up-to-dute as to wh~ t 
h~s h:;ppened during my tbsence . Possibly you 11Hl find time to tE.ke me for a u rive, ana v.e can go 1.nd :!.ook t t 
our e shin{; ton hollo,, -ro erty. 

,fith kind re,g~:.ro3 , I remLin, 9S ever, 

Very sincer~o;ly yours , 

aonoruble frundin D. Roos~ovelt , A' ~ ~. 
Tile President, u~ 
c/o ~r . Rudolph For ster , 
The ·,/hi te House , 
t.esningt n , u . C. 



TH[ S£CAE.TA RV OF' THE TA~ASURY 
WA a H I NOTON 

Oc t ober 5, 1937 

).br clear llr. Pr.eident : 

'lhio 110rulng'a newopapera 1Jid1cate that ;you a re th lnki~:~S 
of callt~:~S a opeolal oeoalon ot C<>I~Sruo tor the a14dle ot 
NoYembe r . Before 70U cletlnltel;y decide upon thlo eouroe , I 
am Yer;y anxloua t o h&Ye an opportun1t;y to diocuao i t with you 
at aoce length. 

Dllrl'IS 70ur trip out l ut I han been workill« nr;y bard 
on t he whole Bu4&et oituation and I know ;you will be lnter­
eated In barl'IS t he lntormatlon I have colle cted with the aa­
ahtance of the Bure!lu of the B\ld8et . 

'l'he re«UJ.ar act1v1t1ea of the Gonrlllllnt , thla )'8a r, will 
coat approxicately $5,400,000,000. You put clown a tentatiYe f1cure for next year or $5,000,000,000. 'i'hia ,.. .. r Public 
lorka of all deaor1p t 1ona will coat app roxl matel;y $886,000 ,000. 
Next year If Congre oa doea not appropriate another dollar, we 
&re obllp tecl t o opend $695,000 ,000. 'l'hla cloeo not i nclud& 
an;y a:oount to coYer the balance ot $190,000,000 ot the appor­
tlonant for good roads JOa4e b7 the Secretary of A,trloul t ure 
t o t he St&t e o i n December, 1936, for which Congreoa d i d not 
proYide the neceuar;y tundo . Inaomuch 11.1 thie 11 a 110ral ob-
l1pt1on it would be neeeaoary to aM to the $695,000 ,000 for 
Publ i c Worka an edd.itiollal eatim&ted expenditure of $170 ,000 ,000 
or a total of $865 ,000 ,000 f or the next f ile&l 78&r· 

'l'hla 7ear we will spend out of the 'l'rea11>ry for 11neopl07-
ment Relief and o. c. c. approxlmatel;y $1,665,000 ,000. It we 
ahould a ak for $1 ,000 ,000,000 tor Relief aJid $200,000, 000 for 
C. c. c. t he total tor thoae two purpooea tor 1938- 1939 would 
be $1 ,200 ,000,000 • 

.&,rrlcultur&l .AdJuotment , thla ;year , will coat a w roxilllately 
$471!,000 ,000 aJid next yeiU' , beenuu of the cotton eolllllitment, 
may be ao JOUeh aa $65,000 ,000 110re, or a t otal of $540,000,000. 

Soelal Security and aieeellaneoua lteae eo:>e to another 
$978,000,000 tor thla ,....r, Other 1teaa , 1nclud1I~S $200,000 ,000 

-
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tor Debt Retirnent, bri.n£ the to lal expenditure for thla ~"r 
\IP to $7,446,000, 000. 

You will oee from the aboYe ftcureo tb&t not allowtnc for 
aq new appropr1at1ona for Public 1forlco aDd 1nelud1nc onl7 the 
atatuto17 aillktns fUnd item tor Debt RetireJ:>ent ($585,000, 000) 
we are obl110ated to apend, next ;year, a totnl ot appro:dutoly 
$7 , 375,000,000. ~~beat reYenue oatilllate we baYe nt thia 
time , provided thet the tax rat ea atar a a t hey are , would be 
that the 1938 - 1939 will be a pproximately $7 100,000,000. 

I bali eYe tba t you and I are equall7 de term1ned to balaJ>c:e 
the Bw~«et for 1938 - 1939, 1DCluo11nc a reasonable lUilount tor 
Debt Retirement. I n order to accoapliah thia, it oeemo to ao 
extreaely tmportent that before you obli tate youreelt to apend 
anythinc at nll in addition to the commitc,enta e.lre~ a:nde for 
1938 - 1939, you ~:in t.lr. Bell and me an opportunity to r,o into 
thio oituntion w1tb you tully and examine i t yourself with the 
utmost care. 

I aa, 

l'ai tbtully yours , 

'i'be Pr .. i ded, 

fl¥de Park, lie• Torli:. 



THf SECRETARY Of' THC T .. C.ASU I\Y 

WA.HI,..OTON 

October 19, 1~37 

. :y denr :.:r. Prcs1dent : 

I am sencUnt. you herc"1 th 

another oe~o.orandu. , prei)R:N!d fro!>l 

telei;l'll?hlo reports , on current 

Un1<ed St.atea trade w1 tl. Jn.,an . 

I hope you ~11 r· c.d tt.1a or 1n-

tereat. 

Fill th!Ulll , 

Tl.e 

':he ~~e House . 

I 



C 
Ps F': ft l.rVJr.;tf4.., opy 0 

TREASURY DEPARTI®lT { ~) 
Inter Office Co2mllnicat1on ~ 

October 19, 1937 

To Secretary Morgentnau 

From ~r . Haas (Initi ulod) G. C. H. 

SubJect : Current u. S. trade with Japan . 
1 . United States exports to Japan 

1st Week 
2nd Week 
Both weeks 

October 1937 

$1, 727, 000 
5. 746 .000 

$7,473,000 

October 1936 

For whole 
month 

$26,663 , 000 
2. United States imports !rom Japan 

1st Week 
2nd Week 
Both weeks 

October 1937 

$3 , 328, 000 
3.984. QQQ 

i7 , 312, 000 

October 1.2.2.2 

For whole 
r.IOnth 

Jl5 ,9JO, OOO 

August 1937 

For whole 
month 

August 1937 

For wnole 
"lOnth 

$16 , 297, 000 
(VIe cannot obtain September trade figures with Japan from the Deportment or Commerce until the end of this month. ) 

J , Cotton exports t o J apan 

1st \'leek 
2nd Week 

nil 
$192, 000 

4. Scrap steel exports to J apan 

lst Week 
2nd Vleek 

~ 65, 000 
354, 000 

5. Raw silk imports froa Japan 

lst \'leek 
2nd \'leek 

$2,040,000 
2,087, 000 

(Average conthly import from Japan i n 1936 was ~8 million .) 
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6 . E~orts of i ron ~d steol semi- manufactured goods (ox­
o1usive of scrap . 

Las t year the monthly average exports t o Japan was loss 
than one-quarter mil l ion dollars. In the first t wo weeks of 
t hls month $3~ milli on left for J apan . 

7. The followin:aitems show great decrease in exports t o 
Jaoan compar wi th October of l ast year. 

Cotton, unmanufactured 
Finished iron and steel 
manufactures 

Vehicles , parts and 
accessories 

Wood, unnanufactured 
Tobacco 

lst Two weeks 
October 1937 

Cl92, 262 

1 , 000 

149, 000 
78, 000 

5, 000 

ldonth of 
October 1936 

Sl6 , S76, ooo 

1 , 440, 000 

892, 000 
420, 000 
384, 000 

The fact that the export<t tion of semi-manufactured iron 
and steel goods increased sharply over last year whlle the 
exports of fini shed mnnu!'vctured iron and steel (consint i ng 
of hundreds of finished items made of iron and steel, wire, 
boi l ers, hardware, etc . ) dr opped sharply suggests what r.e 
would expect, namely, that J apan is concentrating on the pro­
duction of war materials and has reached capacity in the pro­
duction of iron and s t eel, ingots plates, etc . 

8 . Icyoorts from Japan are aporoxim~tely the sane as l~st 
yecr in Makeuo and y••lue. 

The one item that shows a sharp increase is peril la oi l 
(used as a substitute for linseed oil in paints and varnishes) . 
Last October imports were nil. The first two weeks of t his 
month imports totulled t272, 000. 

9. Exports to Manchuria wd tlorth China . 

This a r ea is, of course under the control of J apan and , 
therefore, the fact that half or the $731, 000 of U. S. expor ts 
to th&t area consist ed of s teel sheets and plates end prac­
t i cally all t he r emainder of copper and trucks suggests that 
our exports to those areas constitutes virtually exports for 
the use of Japanese military forc es . 



THE WHITE HOUSE 
WASHINGTON 

\ 

October 20, 1937. 

MPJiORANDOM FOR 

THE SECRETARY OF THE TREASURY 

When you were getting all that 

money out of me Monday morning while 

I was 1n bed, I f orgot to tell you 

tha t Jim Townsend would be very grate­

ful t o get some money from you. I am 

sending him my annual contribution, aa 

uaual, and he is most anxious to get 

it all 1n t hi s week. 

He aays we haYe an excellent 

chance to elect Conger Surrogate and 

alao to make definite gains in the 

Boar d of SuperY~ora. 

ENOUGH SAIDI 

F. D. R. 

. ') 



--
THE: SECRETARY Of THE TREASU"Y • 

WAaHI HOTOH 

Octoter 2 , 1937 

!.y del'r . :r. Pre elden t : 

I a:n sendln you :t.,t-e,-1. th a 

oopy or lett•r ft-oo Dt- . Surreso 

or the Federal ?.~serve i>ar.k ot 

:lew Yo1•k wilioh I tl•l nk rtill be ot 

Sincer• 1:, 

'l'1.~ President. 
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FEDERAL RBSERV't BA!lK 

OF NE\'1 YORK 

October 18, 1937. 

Dear Yr . Secretary : 

New financing last week r eached a low ebb. 

New York Times and Wall Street Journal compilations 

showed public offerings at $2, 850, 000, the lowest for 

any ll"eek since August 6 . Our own total, which is larger 

than the newspaper series because of the i nclusion of 

private placements , temporar1 borr owing (chi efl y govern­

mental tax anticipati on loans) , and reported awards of 

municipals (rather than publ ic reofferings thereof by the 

successful bidders) , i s 88, 900, 000. This is the smallest 

aoount since t he week ending Februar y 16, 1935 , and is 

about equal to the l owest level s of the depression . Of 

this $8, 900, 000 total , $600, 000 was muni ci pal borrowing 

fo r only n few months and $2, 700, 000 was for refunding or 

exchange, leaving about $5 ,600, 000 of new, medi um or long 

ter m investment - $3, 400, 000 corporate and 62, 200, 000 

municipal . Some of the municipals that were off ered 

\ 

I 
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publicly i n t his market moved slowly, several being only 

partly sold t wo or three days after their initial offering, 

despite their very soall size . 

The syndicat e wrucb had under wri tten $48, 0001 000 

of Bethlehem Steel convertible 3 l/2s originally offer ed 

to stoc~oloers at 100 ~nd t hen to t he public at 95 1/2, 

has bE>en terc1!nuted, and the unsold bonds , ~thich amount ed 

t o cpproxim~tely ~40 , 000 ,000 , have been di stribut ed t o 

1:1embers of the synd1c&te. l.hile some of the,. intend to 

retain thei r bonds , st lllust f or t he time being , others 

have offer ed them 1n the market , and t he bonds have been 

traded at pri ces rans ing from 81 1/2 t o 87. The most recent 

price i s t he lowest one . At this l owest price the lo~s to 

the underi.Titers would b e in the neichborhood of t'? , OOO, OOO . 

~nule there a r e no pr eci se figures on t he amounts of bonds 

which have been sold , they appear t o be moving slowly even 

at t hose figures . 

The uoder>riters of the $44, 200, 000 issue of 5~ 

preferred s tock of Pure 011 Co . mus t pay for t hat i ssue 1n 

a fe~ days, and under present market conditions a larger 

loss may be t oken on that issue. 

Of tile i ssues in the previous week the Continental 

Can preferred s t ock 1s selling at a substanti~l premium, 

but bonds of the Centr al !lew York Pofl'er Corporation and 

I daho Power Company are sell ing at a discount of as much as 
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t r.o points . The under~riters , however , have di~tributed 

au their bonds . 

The only sizable offering that now appears pro­

bable during the coming week is $1J, OOO , OOO North Boston 

Lighting Pr operties J 1/2 per cent notes t o ropay loans . 

kn offering of $8 , 000 , 000 St . Joseph Railway , Light, Hoot 

and Power Company first rnor tgnge bonds and serial notes, 

for refunding, which had also been scheduled , hns been 

postponed because of market conditions . The only l a r ge 

issue ~1ich is now scheduled for the following week is 

~1, 000 ,000 Appalachian Electric Power Company first mortrace 

and debenture bonds, for refunding . 

The Consolidated Edison Co . , which hns been 

planning an i ssue of $80 , 000 , 000 of which $60, 000, 000 

woul d be for tha purpose of refundi ng its 4 1/2 per cent 

bonds c~lleble at 105 1 and the bal£nce for new undertnkings 

and current operations , bus postponed the refunding part of 

the proposal os no longer udvontageous and proposes t o in­

crease the amount of new cash from $20 1 000 1 000 t o tJ0, 000, -

000 . It is reported that the offering will be deferred 

until Dececber. 

I. number of smnller issues in registr~tion h~ve 

been defer r ed , and doolers ore hesi tant to proceed with 

any flotations except those of the highest grade obl1eetions 
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• 
of relatively short term. 

Very truly yours , 

(Signed) W. Randolph Burgess 

Vf , Randolph Burgess 
Vice President 

Honorable llenry ulorgenthau, j r . , 
Secretary of the Treasury, 
Washington , D. C. 

\I'RB : H 



THE SECRETARY OF' TH t T AEASU RY 

WASH t NOTOH 

'lovembPr 1 , 19~7 . 

'l.y o 'LX :!r . Px-e~icl ent : 

, s I told y'JU over th.., tele1>hone L.~t n10ht , 

I br.ve !The to co:ae t'J the conclusion tiL.t w~ o.re hu-.ded 

La.~t rr:d;.r you told th nev:;_>~perrnen tiL.t 

ro~n· fir~t inter .. st v:t.s the one-third of tne liutlon 

l''hJ <.re 111-nouri~he~ , 111-chd ~ne 111-housecl . This 

,>.rt of ow· ~:>pul~tion is .. lso my deep concern •. no 

t 1ler~:ot•e I LID bringin~ this .!l'-tter agi.-Ln to yJw· uttE'n­

tiou, t n 11ri tlng. 

I h~rdly ne<>C: tell you tru.t the first to feel 

~·nothcr depr es:,ioo ill b·• this Sa"'e one- tnira . 

c·udl process IL.s a.lr e<.dy begun. 

This 

Th6 question i s , ir . t'r esident - I"IL. t w ' R we 

uJing to do to s t op i t ? 

.ns ever , 

The Pr esicent 

Th!!' \~hi t e Ho use 



THt SECAE.TARV OF' TH E TREAS URY 

WA $ MI NOTON 

November 29, 193? 

!!y dear l!r . President: 

r~F. 
f//11.,1( 

I have sent you , under separate cover, 
a plan to inc r ease consut'lPtion of cotton goods 
in t he United States. 

This plan is the result or confer ences 
which I have held wi t h the Cotton Institute . 
I am most enthusi astic about the possibiliti es . 

The cot ton indus t ry has tentatively 
agreed to put up $200 , 000. I am suggesting 
t hat t he United States Gover nment put up a min­
i mum of Cl,OOO,OOO , t his money to be secured 
from Section 32 funds. 

Henry Wallace and Dan Bell are coming t o 
my house toni ght and we a re going over t he plan 
t oget her. If we agr ee t hat this is a good move 
to make at this time , we will send you a radio. 

Yours for better and hotter bee-hives , 

As e ver, s incer ely yours, 

The Presi dent, 

En route to U1am1. 



T Ht: SECRETARY OF' THE T AE.ASUAV 
WASHINGTON 

December 1, 1937 

!!y dear Hr. President : 

Your two Henrys were wallting d01vn t own this morning a nd roached t he oonolusi on that if t here is to be Government participation in advertisi ng to enlarge t he demand f or cotton , it had be at come by way of the Conunodi ty Cr edit rather than by way of Section 32. 

Herman Oli phant has satisfied himsel f as to t he legality of this approach a nd has checked the matter with t he Ac ting Comptroller General. 
Tomorrow, Thursday , your two Henrys a r e ea ting lunch with Jesse Jones and we hope to have sooething more speci f ic t o report by t o­morrow. 

You oan get up a 1 hat pool" as to whether the t wo Henrys will t ake i n Jesse or Jesse will take in the two Henrys . 

The President, 

lliam1, Florida. 

~~)i 
Jf~QW~'-" 
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JNH21 43 9 EXTRA•DUPLICATE OF WESSAGE SENT .A ·~~FfiDZY.JIIj 
:GOVT•THE WHITEtiOUSE WASHINGTON DC 5 629P 

THE PRESIDENT.PRESIDENTIAL SPECIAL TRAIN FLORIDA EAST COAST RR 

BARRING SOWE CATASTROPHE IN THE WORLD FEEL TREASURY FINANCING . 
WILL BE GREAT SUCCESs- ATTITUDE TO~RDS TREASURY OBLIGATIONS 
GREATLY I ~ROVED Sl NCE LAST F~ NANCI NG• 10ULD APPRECIATE 
APPOI NTWENT TO SEE YOU AT YOUR EARLl EST CONVENI ENCE-c BEST 
REGARDSai 

HENRY WORGENTHAU JA. 

WWIUH UJIIOif Gift <m1- IOI.ft 1D NPftDJI!D QUai ... WIJ.d '10 _,. 
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TH £ SECRETARY or THE TREASURY 

W ASH INGTON' \) 

Decembe r 9 , 193? 

Uy dear kr . President: 

I hAve asked l.!r . l!as111 to wr1 te 
a progress report on the tax hearings 
before the Ways o.nd :.eano Sub- Co=i ttee , 
for your confidential infor~ation . This 
mell!Orandum ie attached hereto. 

I 

It nfter rending 1t you have any 
suggeat1cns to make as to the procress 
made so far or as to the future represen­
tations t~~t the Treasury should anke in 
regard to tax revieion, ~e would be more 
than pleased to receive the same. 

The President, 

~he Vblte House . 

)Jf 



THE UNDER StCFUTARYOrTH£. TRC.ASURY 

W A aMINOTON 

December 9. 1937 

Since the .ork ot the ~a71 an4 UeaAI eubeo~ttee on tax reY1tlon 

tho tener&l outllnea of t he r oeommendationR which have been tentatively 

adopted . Fro:> tho bt&innin& t he oom;•1 Utt hno t llkon tho poaH1on thAt 

the r evenue bill ahould not be reported. a t. the apeclal aeeaion but 

of haste : ~~4 ot reatrieting the aeope ot the revisl~n to .. !ew toplce 

no pou1blo . 'l'ht fr tMW'Y hu 1:to1oted throu&~>out that tlla tax on 

e.p1tal gaino and tho und1str1 buto4 protl to tAX woro onl¥ two OJOOnc 

the variout aubJectl "hich $bould bo condd,.r l!d . lievcrtheleen , tho 

aubco~ittee h&1 been v~rJ reluc tant to conelder ~ecomoeAdntlona tor 

1C?rOYeaent~ in t he r evenue lawa in other respecta. 

The princln&l aubJeet~ upon ~ch action has bee~ taken are out-

lined below: 

1 . 'l'ho undlotributod profit~- Tho eubcollllrl ttu hu tenta­

t1vol~ Aerood to A plan which would ooaplttoly oxoapt from t hio tax 

all corporat ion• hnv1na not i neomoa or $25. 000 or l osa . Corporation• 

with not i nooDOo in oxcooo of $25,000 would be oubJoc t od to a t ax of 

20 percent on .att l nco~ . but • .. :nU4 be ci••n a ~ax credi t !or 4.1...-14t~4• 

d1otr1buto4, un4or wbich, 1! t horo wort full d1otr1but1oo, the rate of 

20 percent 11'oul4 be roduco4 t o botwoon 16 and 17 percent. rho Trtatur1 

haa i nformed the eoamittee that the r•te of 20 percent i • too low to 
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force diotributiona f rom corporations controlled by wealthy stoek­

holdere: and t hat the propo.od retea would reoult in a aerioua looo 

of revenue to the Treeaury. The Treasury has &lao urged the neceaaity 

of strengtheninG the other provioions of tho Revenue Act (section 102) 

which deal with t he accUQUlation of unreasonable aurpluses by corpora­

tions. The problem i s to substitute a serieo of objective otnndardo 

of unreaao~blo accumulations . in place of the present general pro­

visions which place upon the Trenoury t ho burden of showing that tho 

accumulation of aurplua is unreasonabl e. We are now convinced that 

the exiating provhi ono can bo 1:18-to.rially atrengthened to inaure 

that corporation• that are of considerable oize , t hat are closely 

held, and that do not diotribut e earningo shall be oubjeeted to an 

additional t ax. 1£ an effective objective provision can be written 

i nto a now oeetion 102. unreaoonable accuculationa of ourpl uo can be 

preven ted without inflicting hardship upon t he general run of small 

and medium-si zed business corporationa. 

2. Capital gaine and l osseo - The eubcommittoe haa tentatively 

agreed to tighten the provioions for t he deduction of capital loaoeo 

by provi ding t hat one year loeeos , which are _generally speculative 

in character , shall be deductible ortly froc one year gains. The 

co~ittee has also agreed t hat capital looseo in excess of gains may 

be cerriod over for one yeer and applied against tho capital gaine 

of tho later year. :Finally, the te.xpayer at hie option oay pay a 

flat tax on capital gain• on the e&le of property held for core than 

one year, tho rnte varying from approximately 30 percent in the eaoe 

of property held for two years t o approximately 16 percent if tho 

property baa been held fivo years or more. 



./ 
/ . 

- 3 -

3· !Xcl se t axes - The aubcosodttee baa t entatlYaly agreed t o the 

repeal of a number or the l eoo Justifiable axci ee taxes , i ncludlnc 

ao11e of t he oo- ca1le4 •nuiaence• taxoe whlch annoy tho taxpa,yere and 

produce uall ret urn . It 1o esU aate4 that about $25 llilllon ""uld 

be l oet by t he r epeal of t heoo 1 te1:1o. 

4. Estate and srt t axes- The subcolllll tteo blot tontetlnly ftUOOd 

to l101pl!fy the ochedul .. of utato and p h t e.xu and to reduce the 

exemptiona ! rom theeo levie&, wi th a nat re.u!t of eome i ncreaae in 

expected revonue. 

5· Tax-exel!!Jlt eeourl tie• and aalsriea - The Treaaury recollftonded 

to t he Co~lttee statutory ~endaento to (a) oubject t~a oalarlet of 

atate offlelall to the Federal Income t ax ; and (b) I nclude l nco11a fro:~ 

t~exempt Federal , at~te and ounl clpal oeeurltlee , letued he reofter, 

I n n•t lncoae for the purpose of do t er l:l!nlnr t he rata at which tazable 

Income ahould be taxed. There was cona!dorabl e doubt of the vali di t y 

of auch a atat utory provlolon. Tho dec! ol on In Jameo v. The Dravo 

Contractlnc Co;ape.ny by the SUpro::se Court on llonda.Y , Decoab.r 6t h, oo 

atrengt benod t he doubt ao to t he validity of euch n ot at ute t hat t be 

coc:oi ttee decided not t o recoCIIend It a t tblo u .. e. 

6 . Co~ltY nroperty Income; Percentp&o depletion - We wil l again 

urge upon tba aubcom=lttaa tbo daalrablll ty of el i:lnatlng t he l naqultiea 

Of the r eYIDUI l&WI i n thll8 tWO r1~eet1, .. poi nt ed OUt l D 70ur aea-

t(lit of June 1, 1937· IILforcal dlacuaolono i ndl e&te t hat t he individual 

soaber a of tbe co=:~! ttee are aharplJ d!Yided upon theao pr opoaalo. 

1· S!cnll f !cat l on of court pr oceedlnea in tax CAaeo - Conterencoa 

between t he Depart ment of Juotl ce and t he ! rtaoury &rl now belns held 

upon propooala to e l!lpl!fJ pr ocedure and IIJipeAlo Ill tu cnua, and I n 
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particular to provide a olngle form of ouit end or llj)poa.l , in lieu 

of t he three foras now avail a ble . Cocpleto agreecent bet ween the two 

departments ha1 not yet been reached. 

S. Declaratory ruli lll!o - The Treasury will propose a oethod of 

procedure whereby a taxp8Yer who i e about to ent&r upon a taxable 

trena~etion may oeeure an advance opinion au to the reet.tl tina tu 

liabili ty. Both t ho taxpayer and t ho Treasury wtll be bound by t ho 

ruling , if the transaction in then car·ri ed out ae pl&Aned. 

The aubeommittoo wil l probably repor t to tho full committee about 

the fi r st of the year . The r evenue bill can hardly be dr•1ted for 

Introduction prior to January 15th. Public hoari D&B wi ll probabl y be 

held by the ~BY& and Ueans Comnittee af ter it receives the aubcom­

mlttee1e report, and before t he bill Ia actually complet ed. 



~f /<~d~ASURY DEPARTMENT rr• :fRE PROCUREMENT DIVISION 

WASHINGTON 

December 10, 1937 

lm.!ORAIIDUl.l TO THJ:. SECRETARY 1 

SUBJECT: Estic:ated Purchases to be made by Government 
Activities in December, January, and Fobruory . 

Under date of November 30 , 1937, formal request wn• sent to 
all Federal activities to report ~ediately to the Director of 
Procurement the estimated purchases to be cade during the months of 
December, January, and February. Yihi1e reports from all agencies 
have not been received , the reports from the major purchasing a c­
tiviti es indicate that purchases durin~ those three n:onths will be 
as follows : 

Decelllber 1937 
January 19.38 
February l9JS 

Totsl 

$ 6.3 ,947, 785 
68 , 713 ,380 L j llkc... • 
67,841 ,013 - AOt i o--A 1' . Q 

~200 , 502 , 178 ,.......... 

Broken down to thirteen major claesifi cations , the estimated 
purchases will be as follows 1 

T'vDe of Commodity fatima ted Amount 

Textiles and their products, incl u:l-
ing clothing, c ordage , neuse- furnish-
ing goods , knit goods , etc . $ 10,982 , 663 

For est products , 1ncl u:linll; furniture , 
planing mill producte , treated 
lumber, etc . 3 , 261, 426 

Chemicals and allied products, such 
as lineeed oil, paints and varnishes, 
soap, chemicals , etc . 5, 568 ,892 

Products of asphalt, coal, and 
petroleum, inclu:ling fusl oil , 
gasoline , lubricati~ oils, greases, 
e tc . 20,314, 594 

Lea thor a nd 1 ts manufactures , 
includin~ boots , shoes , gl oves, etc . 3 ,7o6, 628 

Stone clay and glsss products , such 
a8v~ick, c emspt, crushed stone , glass , 
sand"and gravel , tile , etc , 7, 496,917 
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!!emoraoduc to the Secretary 

Type of CoJD:I>Odity Estimated Amount 

ll'on and s teel and their products, 
such as pi pe and fit tings , for gings , 
misc ellaneous hardware , metal doors , 
sasb and frames, motal fUrniture , 
steel rails , wire rope , etc . $ 24, 074 ,4B6 

tlonferrous metals and tbeit" alloys, 
i ncluding aluminum manufactures, 
brass, bronze and copper product s, 
tin, etc . 6, 225, 585 

Machinery (not including trans­
portation equipment and electri cal 
equipment}, suches engines , t urbines , 
machine tools , power shovels and drag-
lines , punps and punpi ng oqui~nt, etc . 7, 598, 587 

Electrical machinery, a pparatus arrl 
supplies , such ae batteries, cable 
and iosulated wire, generators , 
lighting equipment, switchboards, etc . 

Transportation equipment, such as 
aircraft, motor vehicles , etc . 

Mi s cellaneous, which includes brooms 
and brushes, professional and 
scientific instrwoents , paper and 
allied products, photographic 
apparatus and D'o&teriale, etc . 

Food e.t¥1 kindred products , such as 
canned fruits and vegetables , cereals , 
coffee, condens ed milk, flour, etc . 

Total 

14,366,996 

35, 200,213 

28 , 256, 335 

33. 448 .856 

$200, 502, 178 

I t should be uoderstood t hat these are estimates only and 
t hat actual expenditures my be greater or Less than the amounts 
stated. 

These figures include the normal requirements of' the Federal 
Government as well as the increased eXpenditures that will result 
froo the President ' a .-.emor andum of November 27 to t ho Execut ive 
Departments and Agencies . A conservative estimate of the result 



/ 
- J -

~~orandum to the Secretary 

of h1a lle8Drarr:ha 1e that the oo...al pureb&aes, exclush'e of tl>ose 
to bt cede fo~ the Worko Progress Adain1atrat1on, will be increased 
in this three 110ntl\ period by tan per cent . As to tl\e Work• Progress 
AQminiotration, it ia eotiosted that , ao a result of the President ' s 
1nemorandwn, purchases in December and January nil be stopped up to 
t17, 500, 000 from a normal of $7, 500,000, or an inct·oaee of &10,000 ,000 . 
Tl\• eatimatea normal purchases, tl\e estimated total purcl\aaes , and tl\o 
&JIIOunt of the increased purcl\ases resultin01 frca tl\e Pred.clent ' s 
.,.110randu:a are set out below: 

A110unt of Amount of Amount of 
Est1Nted .:atJ.ma ted Increase 
Norr.al Total ""aultiag fro" 
Purol\ases Ptn'cl!Ases ... tii.,O,tandum 

December t 53,588,895 r 6),9.G7, 785 * 10,.358,890 
January 51, 9n,255 68, nJ,J80 10,792, 125 
February 61,67J ,648 67,8k!,OlJ 6 ,167,;122 

Totals H 7), 18.3, 798 ~200,502,178 t ?7, 318,380 ~ 
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TRE~RY DEPARTMENT 

INTIPt O 'P'ICC COMM UNICATION 

.... ,.. DEC 13 l9J7 

TO Seer&~/ Uorgontbau 

••ow Herman OUphant 

Tho following is a report which I cave you on llr. A. L. Cltlldress , 

Nashville , Tenneosu, during Juno of last year : 

•At llr . OUpbant•a request, llr. Arthur !! . !<ent. (Assistant 
Ceneral Counsel or the Treasury De;>UtiiCnt) t.alJced to Dean Arnold 
of Vanderbilt Onivarsity about Cbildreea1 qualifiC3.tions for 

membership on the Board of Ta.x Appel\ls . The results of Kent ' s 

inquiry are 8WiliMJ.'ized as follows: 

•11r . Chll.dreas is not nell known in legal eircl.ea 1n Naab­

ville . He practiced law for a 1.ind ted per~ !IW1Y yenrs ago, 

but f or tho past t en or tiftcon years hns been connected with 
tho State T&X Dopartmont, i n which office he now occupies the 

position of helld auditor. Dur ln8 most of this tl.Jao he super­
vis ed tho exaaination of eorporntion retW'lls . Dean .lrnold na 
intol\lled by several people in Nashville wbo know Childress well, 

that 1n their judl!""'nt llr. Childress was a man of onl;r ll8dioore 
ability. Be is cont:10nl;r reforred to as 'llrs . Childress ' husband .' 

•At llr. !Jclloynold •a r eqUltst, t he Special I ntelligence Oni t 
ude inquiry rego.rding llr. Childress , Md on Yay 241 1935, sub­

lllitt&d a report, the s.-.y of wbieo io aa followo: 

"llr. Childress has general reputation as a IDil.n of good 
character, baa a !&irly good educa t i on and , while admitted to 

practice law, noo.rly all or his gai.nfuJ. occmpation hao been 
throuo:h the holding of appointive offices with tho Federal 

Govonwent and the Stat. ot Tennessee . Through unfortunate in­

vodt.unts and peraonal expenditures, ho became ao doopl,y in­

volved in debt oa to cau•o r ecourse to bankruptcy proceedings 

in 1934 from which he baa not been discharged , dun to his f ail­

ure to fila appl1Mt1on within the s tatutory period. Various 

persona pro2in' nt in businoaa and poll tioal Ufo 1n Nnabvill.fl , 
genor.:IJ.y personal friends of the appli04llt, have ll&de state­

manto to the affect that llr. Cbildroaa baa shown l ncl< or eoor111, 

ini tiative , and business toreaight, probably due , a t least in 
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part , to ill health, rel e.ti vel<f advanced o.ge , and former ad­
diction to excessive use of intoxicating liquor; and t.'>at 
he has not given evidence of possessi on of considerable legal 
ability or business acumen . The Agent in Charge concludes 
his report rl th a statement tilat , although /b' . Childress is 
apparent:cy honest and is ge"'eral.l.y regarded 88 8 man of good 
character, he does not present evidence of attainments in the 
practice of law or of l egal ability affording ll backgl·ound 
specially coill'llendin8 him for the position \Thich ho seeks. " 

JW'!C 8, 1936. 
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THE SCCRETAAV OF' T H C TR£ASURY 

December 16, 1937 

llr"l.lORANDUll J'OR '!HE PR!SIDi:ll'l': 

The present law requireo the Preoident to trenaait to ConcT••• 
on th• !ir•t da.Y of tho 1011ion a bud,nt contl!.ini lll: lll>Oill: otl.er Heae 
eetl .. tee or the receipts of the Oovercment during the eneulng !!teal 
year , stated in •~JY and In detail . In such tlces ao t ho preoent 
it lo iapooeible to eoti~t• with accuracy tho receipt• !or a period 
ot elrhteon oontho in ad•ance , parti cularly In •lew of the feet that 
tboae receipts are lPrgely COICpOotd of lncoaa taxes which will be 
collected on the basis o! t h• lncoaea of indi.tduala and corporation& 
that are to be realized in large p~rt in the future . 

The accuracy of t he forecna t of revenues to be received durlnt: 
t ho enouing !local rear could be grootly increooed if two chanr.e• ~er e 
mode I n tho law. ?!rot , tho lncooe tax law would be amended to pro­
vide t hat the fl r at half of t he tax would bo paid on July 15th lnate~d 
of In two inatallmenta on WATch 15t h and Juno l'th as a t pr e•ont . The 
requiroment t hat r e turns be filed on March 15th ohould be r et ained . 
~econd, the estu.&tea of rocelptl for the ensuing fiocal year would be 
eulmitted to Congreu on April 15th lnotead of on the !!rot dll)• of 
the .. nton. 

The re&ul t of the.. two chance• would be tbat t he u u,., te of 
receipts !or t he onaulng !heal yu.r would be web ooro ttccurat a t han 
~ t preoont, olnce tte aaounte of i r.coae taxes to be received duri nc 
the enauint; fiscal year would be known a t tho th>e t be ettillllte of 
reeeipta lOOuld be tlade. ru. 1a true becsuee t he a:oounto which would 
be received duri ng t ho enouin& fiacal year would be baaed upon the 
lncoce of t he paat calendar year; and the i ncoa@ tLX r eturn• !or that 
year would be in band prior to t he tloe tbnt the estimate i• mado • 
.l.lthot>eb the eotioateo of r ecei pta ot her than t he ineooo t ax would 
not be materially affect ed by the proposed change• , the inerenao in 
the nccurncy of the ato t ement of to tal expected recot pte woul~ be con­
elderabl e oinco t te r ecolpta !roo the income tax are by far t he l argest 
uncertain factor In pr eaont r evenue eetlmatoa. 
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Letters from Henry Yorgenthau to President 

in ro- tax evaders 

Pres . cited cases in bis Tax message 

Nnmes attached of s~~e of the evaders listed 
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'l'o author tze tho Socr o te..l·y 
silver ce•·ti.ficateo, 

A BILL V t>P..f'Pf ry 
of the 'l'raeeury to purchaae sfiver 
and f or other purposes . 

) 

i ssue 

D& it enacted by t he Senate and House of Representa tives of the Uni t ed 

States of Amer ica in Co~s~emblod, That tbu short title of th i s Act 

shall bo tbe "Silvor Purcbaae Act of 1934. " 

Soc. 2 . I t is hereby decl a r ed to bo the policy of tho Unitod Statoe 

that tho proport i on of s ilvor to gold in tho mone tary stocks of tho Unitad 

States should bo incr~asod , wi th tho ul timate objoctiva of having and mni n-

t ainill£, ono- fourth of tho monetary vnluo of such •tocko in silvor . 

Soc. 3 . Tho Socr otary of tho 'l'r oasury i s autho>·izod and dir oct od to 

purchase silvor, at homo or abroad, f or proe~n t or fu~~o delivery with 

any direct obligotio::~s, coin , or currency of tho United Statoc , author ized 

by lo11 , or witb any funds in t;,o 'l'roaoury not oth"rwiso appropriated, at 

such rntos . nt ·~~ timce and upon such ter ms and conditions ae hv may 

doom reasonable nnd most e.dve.nt£~&oous to tho pubHc interest : Provided, 

'l'hat no purchases of silver ohull bo mt\d~ borOilJldvr (a ) at a pr i co in 

oxcoss of tho monotnry valuo thereof or (b) whonovor ~~d so l ong as tho 

monotnry vnl uo of tho oto~~ of oilvor is ~qual t o or greater thnn 

25 per centum of tho monetary v<>l uo of tl>~ stocks of gold Md silver: 

And provided f'urthor, ~hnt no purchc.sos of silvor s ituated in tho con­

tinen ta l Unitod States ou Uaf l , 1934 ahnll bo made horoundor at e. pr i co 

in oxcoss of 50 c~nts n fino ounce. 

Soc . 4 . lr'hon~vor o.nd ao lon~ as th._, 11l£l.I'kot pri ce of ni l vcr oxcoodo 

i ts monotnry value or tho mone ta r y ve.luo of tho stock& of silver 1a 

groat or thnn 25 por centum of tho monetary vnluo of tho s t ocks of gol d 

end silver , tho Socro tnry of t ho 'l'roaoury may, with tho approval of tho 

President ond subjoe t to t ho pr ovisions of Section 5 , soll a.ny silvor 
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ncquired under the aut;>or 1 ty of th11 Act, at boca or abroad , for proeent 

or futuro delivery, at ouch ratoa , at aueh t1mea, and upon ouch terma 

a_~d condition• aa ho may deem reaaonacl e and moa t ad vantaseoua to the 

public intereat . 

Sec. 6. Tho Secretar; of the rroaaury 1e auttor~zed and directed 

to issue ailvor cer tificates in such d~nocinutiona an to may from timo 

to time proaoribu in a fnco aoount not l ota than tha cost of all ailvor 

purchased undor tho nuttor ity of Soct1on 3. Thor o shal l bo mAintuinod 

i n tho ~roaaury na aoc\>rity for nll ailvor cortificatoe hcr otoforo or 

horanftcr iaauod and at tho time outatnndinr, an amount of oilvor in bullion 

and stnndnrd ailv'r dollars o~ a lliOr.OtGry vnluo) oqo.llll to tho fnco c.c:ount 

of such ailvor cortificatcu. All ailvor certif ieatc3 horotoforu or horo­

oitor issued oh,ll bo legal tender for all dobto, public and privnto , 

publi c chcr gon, tnxoo , dutioa, and duos, and ahcll bo rodooanblo on demand 

at tho Tronaur,y of tho United Stetoa in ctnndnrd oilvor dollars; nnd tho 

Socrotary of tho Tr~aury is authori&od to coin a~dnrd ailvor dol~xe 

for such rodocption . 

Soc. 6. 1honovor in hlo JudBceont auch cc~ion is noco~oary to otroctu­

nto tho policy of thia Act , tho Socrotary or tho Troasury ia authori&od , 

with tho :>J)provnl ot tho Pr~aidont, to ~nvoati~to, rogulc.to or prohibit , 

by moons of l1cuneoe or othorwiao , tho nc~uioitior. , importation , oxpor tn­

tion or t r ansportation of' silvar =.d ot CMitrClCt& em:! ott,r IU'rQ;lCOCOnts 

co4o with rcapoct th.roto; OLd to r~~ui~~ tho filing of ropor ta docmod by 

hie r004oncbl y nocoeoary in connection th,r~~itb. ~'ocvor wilfully 

viol.nto• th~ proviaiona oi' '"">¥ l1coneo, ord'r , rule or rogult.tion iBBuod 

pursunnt to tho authoriznt i on contained in this eoct i cn , ahnl l. upon 

./ 

• 
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conviction, bo fin~ not moro than $10,000, or, if a natural poreon, 

may bo lcpriaon~ for not coru thnn 10 yoara, or both; and any off1cor , 

diroctor, or agont of any corporation who knowingl y participotoa in auch 

violation mtcy bo puniehocl by o lik.:> !i!lo . 1mpr1aollJ:IOnt, or both. 

Soc. 7. lhenever in tho judgoent o! the Preoident such action is 

necoaaary to regulate the value of the monoy of tho United States, ho 

may by Executive order r oquiro tho delivory to tho Unitod Statoe mints 

of any or all ailvor by whomovor ownod or poaaoseod. Tho eilvor so 

dolivorod shall bo coined into utaLdard ailvor dollars or othorwiao 

addod to tho mo:lotuy atoclas of tho Unitod State• os tho PrQe1dont l'UJ¥ 

doturmino; and thoro shall bo roturnod thorofor in a+~dord ailvor dollars, 

or any othor coin or currency of tho United Stotoe , tho monotory voluo of 

tho eilvor eo dolivor ocl loao ouch doductiono tor aoignior~o . br OADa&O, 

cotnaco, o.nd other cl.nt oharr.oo oo tho Soc rotary of tho Tr<laeury with 

tho approval of tho Pr~eidon• ohall hovo dotor~nod: Provided, ~t. 1n 

no coao, shall tho voluo ot th.;> ~ount roturnod thor ofor bo l oaa than 

tho fnir voluo nt tho tilllu ot uuoh Order of tho oilvor roquir od to bo 

doliv~rod aa auch veluo ie dotorminod ty th~ morkot prico ovor o r oaaono­

blo por iod torminat1nj; ot t ho tim.> of euch Ord.or . Tho Socrotary or tho 

r r onsury uholl pay ell nooouaary costo o! th~ t r onDportntion of such 

silver o.nd otandtlrd ailvor ,\ollora, coin or cunonoy, including tho cost 

of inauronoo, protec tion, and ouch othur 1nciduntel coato oa may bo 

r ooaonobl¥ nocouaory. Any e1ltor withhold in violation ot any Exocut1~o 

ordor ieauod undor ~1e eootion or of any ro«Ulotiona issuod pur.uant 

thoroto aholl bo forfoitod to tho Uni tod Stotoo , nnd may bo eoiaod and 

condomnod by like procoodinga oa thoao provid~d by lnw for tho tortoituro, 

r 
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oeizure and cond~tion of property impor tod into the United Stateo 

contrary to law; and in addition &DJf peroon taili.JI& to comply with tho 

provisions o! any such Executive order or regulation ohnll bo aubjoot to 

a penalty oqual to twico tho monoto.ry valuo of tho eilvor in r oapeet of 

which ouch failure occurred. 

Soc . e. Schoaulo A of Titlo VIII of tho Rovonuo AOt of 1926, at 

amondod (relating to stamp taxoa), is amondod by adding at th~ end 

thor oof a now subdivition to road ao followo: 

11 10. Silver , otc ., oaloa and tranafora: On all transtora of MY 
intoroa t in eilvor bullion, 11' tho prico for "hich such intor oot ia or 

io to bo transferred oxcooda tho total of tho coat thor oof and allowod 

oxponooa, 50 per centum of tho amount of ouch excess . On ovory such 
trnnsfor thoro shall ~ D4de and dolivor~ by tho tre.~atoror to tho 
trllllsferoo a moooranc!um to " " ieh e:,ore a~.ell bo affixed lawful ata=pe 
in vo.luo oqual to tho to.x thoroon . Dror;; ouch momoro.ndum chall ahow 

tho data thureof 0 thO n.\'IlOD and D.ddrOdBOB cr t!.O trL'.llsforor and trana­
forOO, the intoro•t in ailvor bull\on to which it rofora, tho prico 
for vhich euch intorcot ia or ie to bo tranaforred and tho coat thoroo! 

and tho allowud oxpon3oo. Lny por•on liablo to pay tho tax under thit 
subdivieion (or any ono ~~o acta in tho matter as cgent or brokor for 

MY such poraon) rrho it n part y to nny ouch transfer . or who in pur­
luo.nco of C.l\.Y such transfer dolivora any eil·r~r bullion or intorost 
therein, without a GOmornndum otnting truly and c~lotoly tho informa­

tion hore1n roquirod, or w~o dolivora nny ouch mocornnduc without 
having tho proper ate..."'PI a!!'iT.od t~oroto, with intont to ovado tho 
foregoing provisior.a, o~ll bo dooood guil ty of a ciedo~oanor, and 
upon conviction thereof shall pay e fino of not oxooeding $1,000 or 
bo impriaonod not mora t~~ aix conthe , or both. Staopo affixed und6r 
this aubdiviaion ohall bo canceled (in liou of tho QQnnar provided i n 

Soction 804) by aueh o!t'icora and in euch cc.nnor ao regulations undOr 

this t ubdiv1aion shall proacr1bo. Such officore e~ll cancol ouch 
atao;>s only if it app<o~ara thnt tho propor tax ia baing pnid, and "hon 

ttat~pa "Hh roapoct to an,y t rana f or e.ro oo canoolod, tho trnnaferor and 
not t ho trnneforeo ahall bo liablo for any additional tax found duo or 

penalty with roapoot to ouch trantfor . Tho prov1oiona of tbia sub­
d1viaion thall oxtond to all t rana!ort in tho Un1tod Statoe of MY 
lntoroet in ailvor bullion, and to all ouch t r anafora outtide tho • 
United Stetea if o1tbor party thoroto ia a roaidont of the Unitod 
Stato1 or la a citizen of tho United Statal who hal boon n residant 
thoroo! wi thin throe months bof oro tho dato of tho t r nnefor or if such 
ailvor bullion or intoroat thoroin ia eituatod i n tho Unitod Statoa; 

; 
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and ehall extend to tranafera t o tho United Stateo Government ( the 
tax in euch caua to be payable by the transferor), but a hAll not 
extend to tranafera of silver bullion by depoait or delivery at a 
Uni ted State• mint under proclamation by the President or in compli­
ance with any Executive order iaaued purauant to Sec tion 7 of the 
Silver PUrcbaae Act of 1934, !bo tax under thia aubdivioion on t r ana­
fere oDUmoratod 1n oubdivision 4 aball bo 1n addition to the tax under 
auch oubdivillon. !hie ~mbdiviaion aball apply (1) with roapect to 
all tranafora of an,y interest in oilvor bullion after tho enactment 
of tho Silvor PUrchase Act of 1934, and (2) with r ospoct to a ll trans­
tore of any interest in oilvor bullion on or attor Way 15 , 1934 , end 
prior to tho onactmont of the Si lver PUrchase Act of 1934 , oxcopt thAt 
in such caeca it ehnll bo paid by tho tranaforcr in auoh manner end at 
such timo o.o tho Conniaaionor with tho approval of tho Socrotary of the 
Treasury mo.y by r~gulations proacribo, o.nd tho roquiromont of a momo­
rnndum of such transfer shall not apply. 

1 As u eod 1n this oubdivioion-

1!bo term •coat• means tho coat of tho interest i n oilvor bullion 
to tho tranetarer, oxcopt that (a) in caao of silver bullion produced 
from ~t~riale oontaini~ silver which baa not proviouely ontorod into 
industrial, commercial , or monetary uao , tho coat to a tranatoror who 
i s tho producer oho.ll bo docmod to bo tho market prica at tho timo of 
produc t ion dotorminod i n o.ccordo.nco with regula tions iaauod horoundor ; 
(b) in tho caao of an intorost in eilvor bullion acquired by t ho trann­
foror othorwiao thtu1 for valuable conaidoration, the coat ahal1 bo 
doumod to bo the coat thoroof to tho laat previous tranatoror by whom 
it was aoq~1rod tor a valuable coneidurotion; and (c) in tho caao of 
any 1ntoroet in eilvor bullion acquirud by tho transferor (attar April 
15, 1934, and boforo tho tax undor th11 eubdiviaion talco• ottoct) i n 
a wruoh ealo, tho coat aho.l1 bo doomed t o bo tho coat to hiJ:I ot th" 
l.'ltoroat tranatorrod by hiJ:I in ouch WMll aalo , but with proper adjuat­
mcnt, in acoordanco vith r egulation• undor this aubd1v1aion, When ·~ 
intoroata are in ailvor bullion tor dul ivory at different timoe. 

"Tho term 'tranefor' mean a a aalo, 661'0oment of ac.lo, 661'0omont 
to aoll, momorandum of aalo or dolivory of, or t ro.nafor , whothor mo.do 
by assignment i n blank or by any delivery, or by any pap~r or aeroo­
mont or mQOOranduo or any othor ovidonoo ot tranafor or aalo; or 
coans t o oo.kG a t r anator aa 10 dof 1nod. 

1 'l'ho tore 'interest in ailvor bullion• coana ~ t1tlo or olai= 
to, or intoroat i.n, an,y aUvor bullion or contract tho.rotor. 

1 Tho tore 'allowed oxponaoa' ccan1 uaual and noooaaary oxponaoa 
actually incurred in holding, refining, or trnnaport ing t~o i ntoroet 
in ai lvor bul l i on c.a to which an intor~at il tranoforrod , (1nol uding 
atorago, inauranoo , and tro.neportat ion chargoa but not including 
i nterest , taxoo or chnrgoa in tho nature of ovorhoo.d),dotorcinod in 
o.coordanco with r osulationo iaauod hor oundor . 
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noons o bill, oarJoronduo, o.groouont, or othor 
ovidonco of o transfer . 

"Tho tore 1uash oalo' ncana a transaction involving t ho transfer 
of e.n interest 1n lilvor bullion and, within thirty dD.ys b•f~re or after 
such transfer, tho ncquis i tion by the snue par son of on interest in 
silver bul lion. ~>ly eo cuoh of the intorost so acquired as docs not 
oxcood tho interest so trn.~eforrod, and only so cuoh of tho interest 
so tronsfarrod as docs not axcood tho interest so ncquirad , shall be 
doonad to bo i ncl uded in tho wash solo. 

11 '1!ho taro 1s ilvor bullion' caana eilvar uhich hne boon ualted , 
scoltod, or rofinod and is in such state or condition tho.t ita value 
dep~nda prioarily upon tho ailvor content and not upon ita foro. 11 

Soc. 9. Tho Secretary of tho Trec.sury is hor oby authorized to 

issue, uith the approval of tho Presidont , such rules and r egulations 

as the Secre tary of tho Treasury my doao nccoasary or proper to c=ry 

out tho purposes of this Act, or of any ardor iasuod horoundor . 

Soc. 10. As usod l n this Act: 

Tho tore "par son" ooans n.'l individual, partnership , association 

or corporation; 

Tho tern 11 tho continental United State&" r.:oana tho State• of tt.o 

United Statae , tho Dietrict of Coluubia, and the Territor y of Alnokn; 

Tho tore •oonot&ry ve.luo11 ooane a val ue cal culated on tho baaio 

of ona dollar for on or;ount of oilvar or gold equal to tho onaunt at 

tho tioo contained in tho s t andard eilvor dollar e.nd tho gold dollar, 

r ospoctivoly; 

Tho tor e •etocko of silver" ooano tho total eoaunt of oilvor e.t 

tho tioo owned by tho United Stotoe (uhothor or not l>ol d e.s security 

for outstanding curroncy of tho Unitod States) ond of silver contai.nod 

i n coi ns of tho United Statos t>t tho tioa outetandin,g; 

'nlo tore 11 etocks of !lOld• tJOO.n8 tho total e.naunt of gol d at tho 

tioo ounod by the United Statoo, whothor or not bold no a roeorvo or 

aa security for any outatandi~ currency of t ho United Statoa;and 
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Tho tore •ailvor bul lion• ooanl eilvor which hAc boon ooltod, 

aooltod, or rofinod ar.d ia in BUCh ata~o or condition thAt ita vnluo 

deponda pricDrily upon tho ail vor content and not upon ita foro. 

Sao. 11. In addition to any ouca approprintod by Soction 3, thoro 
ia horoby appr oprintod, out of nny oonoy 111 tho rtonaury not otborwieo 
nppropriatod, tho .uo of $500,000 ~hich shall bo avn!lnblo for o~ondi­
turo undor tho direction of tho Proeidont nnd in hie diacrotion, for 

nny purpoeo in connoction ~i th tho cnrryi!16 out of thia Act; and thor o 
nro horeby authorilod to bo appropriated o.nm>.ally ouch additional auca 
ns coy bo necoeenry for ouch purpoooo. 

Soc. 12. 1bo right to nl tor. a.oond or roponl t bie Act 11 r.oroby 
oxproaely roeorvod. If any provision of thia Act or tho nppliontion 

thereof to any poraon or cirC110atancoo. ia bAld invalid, tho r<>C4indor 
of tho Act , and tho application of auch provition to othor poraono or 
cirCUDStancea, ahall not bo affoctod thor oby. 

Soc. 13. ..Ul Acta nnd pnrta of Acto inoonoietont orith any of tho 
provioiona of t hia Act oro horoby r oponlod, but tho nuthority oon­

torrod in thie .let upon the Proaidont and tha Soeroto.ry of tho '!'rooaury 
ie doelnrod to bo oupplooontnl to tho authority horotoforo contorrod. 
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} • j I " If -
" I ' There is one very important objeetive wh ich the Congress 

can attain, and that is to so amend our banking leGisl ation as 
to protect the sound bankers of thta eountry from the unfair 
competition or bank management wbicb fails to measure up to 
t he high standard of conduct which their profes sion calla for, 
'Ibis result sbould be accomplished by legislation which Ylill 
not only prohibit specified practices, but which also will 
bring about above ell else complete divorcement in interest 
between commercia l end investment benking. The Congress, by 
the enactt:lent or the Glass-Stea~all bill, now known s s the 
Banking Act of 1933 , hes already t aken action designed to 
elimin~te many bad practices . The Banking Act of 1933 does 
not, however, fully a ccomplish the purposes which the Congress 
bed in view - purposes which I believe ere demanded by both 
sound banking experience end enlightened public opinion. It 
is ac~ordin~lY necessary to address further efforts to t hat 
end. • • • • ' 

The co~erci ~l bank's credit function is very defi nitely 
governed by i t a responsibility t o ~eet its deposit liabilities 
on demand . It ~ust not seek excessive nrotits by takinP undue 
credit risks and it can not wisely t i e up its funds in long-

0-) 

term credits however sate they may be . Its primary credit func t ion 
is performed by lending money for short periods to finance salt­
liquidating commercial transactions - l a r gely in the movement or 
p,oods and crops throu~h the various s t ages or production and dis­
tribution; end in the makinG of short-term loans against good 
collatera l . The co~erciel bank cannot s~fely make loans to a 
borr ower who l ocks capital or hi s own or who cannot in the normal 
course or his business repay the loan within e reasonable period 
ot time. It is within this framework that the co=merciel be~~ 
renders sound end constructive service to the industry , trade 
e nd agriculture or the country. 

The investment banker al so renders necessary and effective 
service to tbe industry, trade end agriculture or the country. 
He does it by meeting long- term needs, providing funds for 
plant and equipment or tor permanent working capital. He does, 
and should, t ake specul ative risks of e sort unsuitable to the 
commercia l bank in provid ing capital funds for new end promising 
enterprises, even tbougb the maJor volume of his transactions 
is naturally to be found in providing edditionel capitol for 
industries well established end less uncertain in their oroapects. 
With every new issue, moreover, he t akes the risk that the public 
may not readily absorb the new securities which he brings out 
end that his own capital may be tied up tor a long period or 
time. This lost distinction between investment end oocmerciel 
banking emphasizes the wisdom ot the leeislation forbidding in­
vestment bankers from taking deposits. 

Although there should be a sharp delineation between the 
activities or oommarcia l banks e nd those of investment bonkers, 
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there ere certain pointe or contact between tham, whereby they 
complement each other. It is perfectly proper, f or example , 
that co~ereial banks should lend to investment bonkere , on 
short term, tunds necessary to carry a new issue of securities 
while it is i n the process of bein~ mar keted . Suoh a l oan, 
always secured by collateral and carefully scrutinized by the 
commaroial bank, performs an essential service . The commercial 
bank or ban~s making such a loan, however , should be absolutel y 
free from interest in the issue , and immunized from possible 
influence arising from interlockiny interests with the investment 
bankers p~rtieipeting in it . 

•\eain , ,. coiiU'!ercia l benk frequently finds tha t its own cus­
ton:ers require permanent t1ne.ncinp; . A rapidly growing business 
needs additional permanent working capitol . The commercial bank 
properly a ffo rds t amporory financi ng to the enterprise , but per­
manent provisi on tor adequate working capital or for plant or 
equipment requires long-term eredi t. ·,hen such lonj:!- term credit 
is reouired , the services or the invest~ent banker are needed. 
But in such cases the investment banker himself should be t ree 
from control or influence by the co:::..,ercie l bank f."hich sugPests 
or introduces the business . The inves~ent banker should be in 
a position to form en absolutely independent judgment as to the 
wisdom of issui ng the credi t and as to the condittons under which 
it shell be issued . The commercia l bank should not be i n a po­
sition to exert any pressure vmatever arising out or a due l 
financi a l interest . ~ • • • * 

The wisdom or errect1ng e clear differentiation or function 
and separation in interest between commercial banki ng and invest­
ment banking was reco(Dized i n t he Glaas-5teagall Bill, passed 
l ast June and now knovm as the Banking Act or 1933. The history 
of that ac t and its general provisions indicate a clear intent 
on the part or the Congress to effect, once and f or e ll, a 
complete separation between commercial banks and i nvestment 
bankers . I believe that the public is likewise under the 1m­
pression that the act effectively accomplished that purpose. 

Careful analysis or the act and observation or its subse­
quent operation , however, show that all the purposes intended are 
not effectively achi eved, and that further amendments to the act 
will be necessary if ita purposes are to be accomplished . 

I submit thet the provisions or t he Banki ng Aot or 1933 and 
or section a or the Clayton Ac t show that the l egislative pol icy 
or t he Congress is -

1 . Ibet there be a divorcement or the commercial banki ng 
business from the investment bsn'<ing business; 

2 . That there be no interlocking or management between 
the eocmer oial banking bustnesa end t he i nvestment bsnklne business; 

3 . (Based in part upon another 'Policy) th.at there shell be 
no interlocking of management between commercial b~nks themselves 
operAting in the same community ; and 
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4. That t he enforcement or this legi slative policy shell 
not work in a discr imi natory manner unfavor able to t he successful 
operation of national banks , or or member banks or the Federa l 
Reserve System; * * * * * 

In making such amendments to the Banking Act designed to 
separ ate absolutely t he busi ness or commercia l end investment 
banki ng, you will of course t ake account of the tact tha t there 
e re varying definitions or i nvestment banking embodied in the 
p r esent l aw . 

I suggest accordingly the wisdom of drafting a carefully 
phrased definition or the business of dealing in securities . 
For t he sake of clarity, such definition should be so drawn 
as to exclude any organi zation which sells, e ither t hrough 
itsel f or through s subsidiary, no securi ties other then those 
issued by itself . Likewise , i t should exclude , for the same 
reeson , those buying end selling s ecurities solely as brokers 
or agents . 

The lew now undertakes to exclude certain interlocking 
relationships between banks. In r eclassifying the que li:Ci ce t ions 
of directors which may involve such overlappi ng of interests , 
directors of banki ng institutions should not be prohibited f rom 
a t t he same time acting as di r ectors of corporations , such as , 
for example, the District Corpora tion of New York, which deal 
primarily i n the obligations of t he United St ates Government 
in bankers acceptances or trade acceptances . Such corporations 
assi st in t he functioning of an i mportant pert of the machinery 
of the Federal Reserve Act. Likevd se an ~erioan bank director 
should not be forbidden from serving as a director or the Bank 
for International Settlements wbioh fUnctions i n connection with 
t he foreign commerce of the United States . Parenthetica l ly, I 
would e l so suggest that national banks be expressly pend tted 
to bold t he stock of these banki ng i nstitutions . 





stATuS OF TAX BILL 

I . Sun::oo ry o': th• J'il!!nC!!! Coy.l.ty! I. PlAn ...... or its P.eftu\t!! 

A. Tbe ite:oa in tbe c-J.ttee plan (ther wUl be eDUJIOrated 

and in each c:aoe the eorNepon:!in,. reco:.....nd:.tion or the 

Pr.,.ident •e 110oae,oe 1lill be oteted) : 

1 . Exempt from corporate income and undistributed earn­

ings texeo t~,OQQ or inCOIDO Of COrporationS bavin,: inCOli:OO 

of $20,000 or l oeo. 

2. ReWn corpor t1on inco11>0 tax and r aio it to 1111' flat . 

Tbe President' • .,. •• ...,. roco:L "'nled r opealini tbia and tbo 

other two corporate taxea . 

3. Levy a flat 7f, tex on undietributed earnin&s, resard-

less of size of eor~rate inco2 an or pe·reent o~ earni.nge 

retained . Tho President.' a ••aaa• in substance rocom:>endod 

a tax on undiotributod earnirue cquivalont t.o pcroonal in-

co::>e nortlaJ. a.nd eurttlxee, with no corporate tax if full db-

tribut ion . 

4 . Tbe Committee ' • plan woul~ plsco tbe 1ndivid\111l nor::lal 

tax of ~ on dividellde . Th 10448"11• reco""l"n.'od ita ia;'Ooi­

tion, but only in conjunction with repeal of all ~sent 

corporation taxee . 

5. Tbe Co=itt.ee wo\ll retein tbe present capital otoek end 

excess profito taxco i...tetinitelT at full ~cent rates . 

'!'be me::a&&e recoiiUen'led their repeal . 
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a . ~nat the rnsulta of t lll.s plAn TfOuld be l 

1 . This plAn would aateguard tho revenW! just u tho retention 

of the present gradUilted oorpomte i ncome t&x would; but t he 

ee tiu.te under this plan 1o based on the eame data a s tha Budget 

eett~~~&tea and the yield of tha Bouse bill; and it outs down tbe 

risk onl,y to tho extent of tbe le rge r percent of revenue coll ected 

at tho source . 

2 . Si nce all tho additional revenue required could be obtained 

by stopping tho avoidance of surtaxes or collecting thoi r equiva­

lent from corpol"lltions r etaining earnl..ngs , as the t.!essage recom­

mended, tho follorlns results of the Co:oml.ttee's plan must ho 

viewed u s&lllples of the extrooe a:eaeuree which are being SIJ8gested 

as ~>t- alternntivesto get tiog tb!: revenue needed by making ex­

isting surtax rs tea ef'fec ti ve on a relati vely small minority now 

a voidi.ng them: 

a . A corJ><>ration earnine $100, 000 , payine 

$18,000 to the Gove rnmtint 1o taxes and dis­

tributing all of the belnnoe would hove to 

pay a further tax of 7% on the $18, 000, tbat 

is, would have to borrow money or dip into 

i ts surplus i n order to pay its full tax. 

b. The p1en increases the tax of the 

srest body or corporations, which are not 

operated to enoble s tockbolders to avoid 
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OOTtaxee . 1be illcre•so ill their tax, osBU:~­

illg full distribution of curren ~ earnings , 

would be from a bcut 28 to 541'; md, apart 

fro;n the t l OOO exe:l!)tion, the 8lllaller the 

corporation the bigger the increase, such 

lArger increase u!fecting a vast body of 

tho corporations of tho country . t.nd they 

pe,y this increase even though they distri­

bute o.ll their eernines . I£ they acid to 

their r eserve 50.' of thair atotuto1-y net 

income , thoir taxes would be increased frotn 

n to 71%. 

d . Stockholder s , under the plan r eco:lllllended 

in the me3sage, would poy the ~ normal and 

surtucs. Onder this plan stockholders wi th 

incooes up to about ~6, 000 in corporations 

with incomes of tJ.O, OOO for ext\!llple would 

have telcen out of their snare e. te."' increase 

ot 34:& over present l an, Ill though earnings 

were fully d i s tributed; end if l5W of earn­

ings nere rain vested, the increJ.Uie would be 

abcut 51%. 

s. 1be President' s message stated two objectives - equalizing tl!e 

true burden on business ear ni.n,le and s topping surtax avoi dance . Re-



- 4 -

taining evnn tbe present corporate inco111e ta.x of fro'" 12~ to 15% 

would be nn abendolllllent ot the first objective, and the 7'f, supertax 

proposed would be notb:lng but lip aervice to the second objective. 

It would not prevent tboso witll large incomes leaving earnings in 

corporations to escape tbe surtax. 

6 . Tbis plan would increase t ile taxes of vast nUIIIbers or corpora­

tions and stockholders as contrasted with the less than 60 tbousand 

people, not now carrying their due sllarc of the tax burden on th!lt 

portion of their real income repres ented by wi t hbeld profits , whose 

taxes would be incr eased by tile l!ou&e auJ.. 

7 . The corporate ts.x reco""'ended in the President ' s message 

was constructive from a business point or view since its direct 

burden was mora largely on ,; tockbolders . Tbis plan m.ieht "ell 

be adverso tro" a business point of view since its direct burden 

is more largely upon corporate business . 

e. Tbis plan is unjust &nd indefensible . It departs UIOTG than 

present laws f r o:n the principle of ability to pay . Its serious 

considerat ion c81ll>Ot be understood except as reflecting the type 

of desperate expedients being proposed as alt orrmtives to facing tbe 

responsibility of getting t ho money needed by merely stopping sur­

tax avoidance in the bigh inco:ae brackets , a s t he l!ouse rat es 

would. The President, tbe Secretary of the Treasury, tbe 
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Commdaaionftr ot Int•rnkl Fov~nue ~nd ot~er1 Ep@Cki~ tor the 

T'rensury c.re ell on rnCO'J"Io.,. •.h.. t. the -' U.lon&l t\tn.d ~• ·.t1r"1Ct er n 

l • obu.J.nod by a kil1ti t.ho per•oMl tnCo'lle tc.x r. teo on bueineoa 

1 rorite e!toctive on t.ho clnorlty in tbo h4:h tr Ck··t now void1!18 

t.hu . Tho .doption ot &II)' INCh pun wwJ.d C<>oatitute ' aerioua 

1>0l1 ticnl liability ln the fLee ot t.lv; t rucord , pt.rt1CUU.rly in 

rlew or tbo !Act th.. t tire&dy a011e ~ ot -:ur revenu o ro eo'lli'C 

t'rou the C:OniJU.'IIel" Cl.Afll . 



PRULIMINARY ES~IWATX 

Add I t lanol 
ReYttnUe 

(million doll&-rtt) 

1. ~eparl capitl'll rr t ock tiJl4 tXC.II profH.t to.x s (-) 168 

2. l upoae present corpor•te t~ rete (l~i percent 
to 15 percont-) on et.ntutor)" nt• .. income n.a defined 
1n preoent law, which 1nclu4t• 10 pe r ctllt o! lot.or .. 
COJ110Tnto tUvideMt received 

J. Deline adJuated net lnoome ~e t~e etatutor,r not 
tncoce lttt corporate 1ncoce toxea plua 90 ~rcent 
of dhld.t~nda rocehl'rt . Oertne und1st.r1buted ad­
jut t tt4 net i nco:. Dfl no\Jue t t:d not 1nco1Dt leu the 
di v1dtnd cndl t, lou 4' apeaiel o:rer:nU.on o! '11~ .000 
to tUl COTJ)Orattor:.o . l =POH a tax on un:Uetribut.td. 
Al'tjuo, tod ne\ 1ncome eqUI!l to the •u. o! tht fo l lowinG : 

2~ perce-nt on the ll:IQunt o!' the undhtributo:d cd­
Justed net inco~e .bich ia Dot t o excett o! 20 
oercent o~ the adJusted not tnco~:~e; 35 percflnt on 
ihe ~ount of ~~e ~1 t tr1buted adJu~ted net in­
come which 1a 1n oxctu of 20 percent end ~t i n 
treeu o! luJ percent or the adJuat~ net. tnco::e : 
t'lld 45 percent 0~ the e::cunt or the W\41atr!butd. 
ed; juate4 net. income ~1eh 1.a tn exef!a& or 1t> per­
cent or tho A4.taste~ net inco:. 

Tiel~ of tuch tox on undiotribute~ AdJuettd net income $ 790 
!!U\d of aurtax on dividend• to 1nd1T1d.uAls 

s 622 

1. P.et.llln c:~ltal a toclc nnd eJ"et .. oro!th tJU 

z. ImPQae preaent corpor~te tAX rbte (12t po~etnt 
t o J5 percent) on t t otu tor/ net l~oome "• defined 
ln present 1 ~• . which 1nc1udta 10 percent of int e r­
eorperate dividende received 

J. l'e"'1ne 1'\d ,:Utted ru~t 1ncoa aa the atatutory net. 
income lea• cor~OrRte 1nco~ tP~e• pluo SO percent 
o! d..h1denda received. Define un:lhtributed a4,tuated 
n~ t income '' Adjusted net ineo=e E8a the dividend 
era4it , loaa a ~eciel ext~nt1oo or $15 ,000 eo &11 
OOrpOrnttooa . I~ae e tAX on und1atr1bute4 edjuat ed 
net 1noome eq-w.Rl to the eum o! the i"ollotdnt : 

Ad.Utionol 
Bever.u.e 

(Dillion dollart) 

15 ~rcont an the ~unt of tho un4iatrtbuted ad­
justed not income yttch te not in exc••• of 20 perM 
cent o!' tht odju ated net. 1ncou:.t ;~ wrc:ent on tbe 
~~t of the undirtr1butod ftdJuated net tncoce 
~eb t s tn oxceat o~ 20 pereeMt ~4 not. 1n exceae 
of 110 percent. !)f the 1"1!juated. net lnCf)nt: rr.A! bQ 
perco.nt of the em"Jnt of the u.ndhtrlWte4 ad,!usted 
net. 1nMDI whJ.c:b 1.t 1n exett~a at 40 percent c! the 
l'.djuet.cd net incooe. 

Y1el4 of auch t.u on un41t!tributel! f\d!u,oted net tne..,%1t 
fiiUl of aurtu on dh1dench t.o 11'14.!Y14u.Ala. 

~ JJlDITIOltu. ~m 

! f tbe pereont of i ntercorporat• dividenda no~ subJect to corpor~te tnco=• t ax b o iccreAeed from 1) per cent to 13 1/3 
~reent , the tL4d1 ttonol y1el4 ~auld. be $5 m1111ort. lr rroa 10 per cent. to 16 2/3 porcent, the addttlon&l Yielcl .ou14 be 
$ 10 1111111on. 

TiiHi e s tiaft.toa aatume no cl'ianat In eitet!ng h:• other £hon thOao c:itid a.S.o'Ve and tht\l the Mw b!ll Wiii cont.u'l;'-;rovhlons •hlch 11dJ.l ---­
nrohibi t. Ill avoid'U'lce o! the cbove ti!IJCI:t . 



(Tne le~~er bae to be on the prlnoipl~ra~ner than the 
ohanees in the Houee or Senate relating to the TrePsury sug­
beatione . Letter not core ~han a page and a halt . Keep 
caying that this hits the little fellow . ) 

llo~e : He does not want t o say •under the plan recom­
mended by the President . ) 

l.lY dear Ur . Chairman : 

In continuance or our converaatlon or the other ~v , I 

feel tlutt 1t 1B only rlgbt t.hat I should &1ve you oerta1n 

broad conclusi ons on tho amendments to ~he tax bill proposed 

by tho Finance Committee . 

In my message I suggested (give the pr1nciplea , em­

phaei~1ng the acount that could be raised by s~opplng the 

leaks) . 

I t seems to me that the Committee draft violates these 

pr1noiples aa follows : 

The House bill ret ai ns t he pr1nc1ples 1n greater part . 

I am told that tho compl ex cal ou1at1ono in t he House bill 

can be avoi ded by much s impler amendment s . 



• 

--
Hli'tF.Cil!Hlf!A?E IJIVIDE:I!i "fAX 

(1) An it£orcor 10""te o.ividen4 tax will yiol.d PlOO .OQQ OQQ for .,.oh 

1$ o tu. 

(Eotimat o or HolveriA , Co .dalioner or tntortoal l<ennuo 
and Jcok~on, for~er Genoral Coun5el or the Duroau or 
Internal Rovonuo) . 

( ;.) !bore is auch a t.ax nt t ho rota of 1~ in tho exiotin t"" lo• as 

aooot.W L at. -year, 

( Pl'O'Iided U a Ill\ ttor of IIOCl&anice by aecreod~ to BS tho 
1~ exemption fra11 mr 011l tax ~reviously ollO>,ea to cor or.­
tiom on ci! viderd a received 1ro:11 aUbo1di or1••) , 

(b) 'OW> <XU t!n- l4X N;s 110t bun c~,.;"" in tho cirort ill (ll'tGOl t1y 

bein"" consilt-rcd by the .;,e.nate t'inance Co Jttee. An lnt'roa.oe in vuei '-X fro.A 

1 to S;o., y1eld1"" (lbO, OOO, OOO, • ouln """uiro sim~l:r ·• cor11ge in oercontage 

1'14! urea in the prosent l:r oxl.etil'<' to.x low. " t anley koed, Bollcitor uonarnl, 

hns c,..full:r proJ>AJ"Otl c>.ratt lont;lliU<O for incr ea811\, tho 1ntercor orate oJ. v1d o.'11l 

tax in t lda .. ay or in alt.&rMtive wqa . 

( 4) Tho intor<:crporot e divide no tax in the vrooent t.ax lo., •·•• •noeted 

l ast :roar pursUMt to Proaidantial I'OCOili:IOndation , Thio tax, and tho threat 

or .., 1n4otln1te futuro increase in it , wore conaidorod tho -t ortoet1vo ,.,.. 

to COIIpol tho fOldil\1 \lj) of Ulllt8<:08 Gar)' intormodloto bol<l1n£ c.,_panioa and ultillato 

c""pll anoo llith the Public ~Uity Hol din& CoClpn.w ftct h~ utUity cCIIIpenleL. The 

tbr m.t of tltio tcX bno lllr eady caWied atr oDllOWI act ivit)' to elim1nl'to I n~ormodic~o 

coc:panioa In hol4lrc c-ey atl'\let~o, aot onl)' in tho utUit:r f ield (W..:.~<ra 

Hu4con t $ Coo:olld~toc! Oao have ~en eopoci.ally act! ve) but ala<> in tbe indua­

t r icl hold11'4! eo~Pill\Y field (SothlcllOID St ool bna boon eepecinll)' active ) . 
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~ ~ SECRETARY or TKE TIEASURY 

TO ~ PRESIDENT 

r 

I 
• 

NIWSPAPERS TUESDAY MOINING WILL CAllY ANNOUNCENENT Or 

TIEASUIY riiANCIMG PEIIOD TIE riiANOIAL CONKUNITY lAS ONE Or 

m WOIST ATTACKS Or ,IITTEIS TUT I UYl SUN IN LOIIG TitlE 

PEIIOD IF YOU IIlli tiADE UP YOUI tiiifD TIIAT YOU ARE MOT GOIMCI 

TO CALL AN EX~IA SESSIOM or CONGRESS AM ANNOUNOIKENT FlOtt 

YOU TO TillS EFFECT IN IIOifDAYI MORNING NIWSPAPEIS IIOULI COitl 

PSYCHOLOGICALLY AT TIE IIGKT TitlE AICSWEI WOULD IE 

APPIIEGUnD 

• l . 
. (. I . / I I· ,. 
r' ~),., .. r ~ ,/,~ "' li.l 

)~ v 



'lbe following provisions with ref erence to the "'onetary 

use of gol d and silver are now in the s tatute books, baTing been 

enacted on the dates indicated at the end of eacb of these provi­

sions and never baTing been repealed 1 

"Section Sll . Polley of United States as to biltet,al­
;u.a. It i s hereby declared to be the policy of the United 
States to continue the use of both gold and silver as 
standard money, and to coin both gold and ail ver into llOileY 
of equal intrinsic and exchangeable value , sucb eque.lit,y to 
be secured through international. agrel!llent , or by sucb safe­
guards of l egislation as rill insure the 118intanance of the 
pari t,y in ve.l\U! of the coins of the two metals, and the equaJ. 
power of every dollar at all t imes in the IIIU'ksta and in the 
payolent of debte. And it is hereby further declared tbat 
the eff orts of the GoverDIIIeilt should be steadily directed to 
the establishment of sucb a safe system of bimetall1811 as 
rill 118intain &t all ti.Joes the equaJ. power of every dollar 
coined or issued by the Oni ted Sta tea, in the markets and in 
the pa.yment of debts. (Nov. 1, 1895, c. 8 , 28 Stst.4.)" 

"• 312. Intorpa:tJ.QMJ Mppetary conference eommj ssioners. 
llhenever the President of the United States sball determine 
tbat the United States should be represented at tUr¥ inter­
nationaJ. confer ence called by the United States or any other 
country with a view to securing by internationaJ. agreement 
a fixity of relative val.ue between gold and silver as money 
by means of a coi!IIIIOD ratio , between these metals , w1 th tree 
mintage a t sucb ratio, he u,y appoint five or aore cOIIIIIIissioners 
to sucb internationaJ. conterenceJ and for ca.pensation of said 
commissioners , and for all reasonable expenses connected there­
with , to be approved by the Secretary of State, including the 
proportion to be paid by the United States of the joint ex­
penses of tUr¥ such conference , the sua of $100, 000 , or so IIUch 
thereof aa u,y be neceaeary, is appropriated. (liar. S, 1897, 
c . 576, I 1, 29 Stat. 624.) 1 

"I SlS. International 1;>1Mbl l1811. 'lba provisions of 
sections 146, 515, 514, 520, 406, 406, 4ll, 429, 455, and 751 
of this title and sections 51, 101, and 178 of Title 12, Banks 
and Banld.ng, are not intended to preclude the acCOIIp11eh•ent 
of internationaJ. billetall11111 llbenever coDditions ahall make 
it expedient and practicable to s ecure the sue by concurrent 
action of the leading 0011111ercie.l nations of the world and a t 
a ratio 11hich shall insure pe.-nence of relative value be-
tween gold and silver. (liar. 14, 1900, c . 41, I 14, ~1 Stat. 49. )• 
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1. H •ou.l<' ~ opproprU.t. 1>7 t-.J. -•-t to expnoo i t to be 

the -... or the Coa~ U>et •• ebould look torw.rd, u "" 

ulti&ato obj ective, to bovill• about o tourtll or tho IIMotoxy 

nl.uo ot tllo .. t.olllc reaerr.o ot tl:o oounby in tl:o foru of 

sllvu-. Tbe ~saiM o: a ao.:•e detlniU,·e conctreaelc!lDJ. poc1-

tian on thio llattcr ot tl•i• t.l.Jto woul4 not bo in tho p1blie in­

t ercat. 

2 . In o:<lu that the 1'2-eel.d«>t as;; hove tho po•ero ro .lUred to 110vo 

to.urd thio ulU....to objective ao condition• "">' aal<o GUcb movo­

Detlt wioot it .,·ouJ.r- be u:e.ful to ~ve aupp1M£ntal1 but not 

ciirect.iL , legislation autl:oris.ii.D6 the Secreta:: o!" th~ ":'reaaury 

to b\.l;f and tell aUver in BUch aiiO\&nte, at 5Uch pJ•icee, and 

upoo ouch ton:la and conditiono •• llA1 be deeaod 110ot advanto.&oouo 

to tho public intereo t. 

S. In connootion ntll an,y authority cODtorred upon Ole Trellsury to 

purebuo eUYer, it woulll be doai,...blo to h4Ye loa::l.alotion aut.horit­

ing tho ElecuUTo to pn..,t -ooiwe profit. .., "'17 ell...- whicll 

al0M bo oo purc:lluo4 1>7 coai-.Uoa, tuatian or 1aport ro£UloUoo. 

4 . tho DOtion'e i""orol &Dd Titol intceet 1D i u tore1!;11 t.rado relo­

U.... 'IIOul4 Mko - uq lo&illoU... 1dUcb cc.u.ploted tho -

-t ot •t 'IIOul4 - to -.. .., tho _.-t ot .IMriOOD JWO­

cluw 1>7 tho aoquiAU. ot ~ .u_. ·~I* •·• .-.. iw 

_.ld price. 
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